


glagfea H>tate legislature

Senate Advisory Council f i PO. Box V
StateCapitol

Juneau, Alaska 99811
Phone: (907)465-3114

MEMORANDUM

TO: Senator Zharoff
Alaska State Senate

FRCM: Sheila F. Helgath, PhD
Richard Rainery
Senate Advisory Council

DATE: February 8, 1988
SUBJECT: Municipal Fisheries Taxes IR# 88-003223

You requested that the municipalities that collect an additional "raw
fish tax" besides the State collected Fisheries Business Tax be identified
and the methods for collection and verification be explained. The
municipalities and boroughs that are collecting a raw fish tax are listed in
Table One, Borough and Community Fisheries Taxation 1in Addition to Alaska
State Fisheries Business Tax. Appendix Table One is an expanded version of
Table One which lists all the communities who have processors in the state
and who could potentially collect a raw fish tax. This taxation approach has
been primarily implemented in Southwest Alaska where the volume of the raw
fish is large. A few communities, Sitka, in particular, are considering it
in Southeast Alaska. Many of the Southeast communities and the larger
Southcentral and Southwest communities collect a property tax. Only 7 of the
56 communities who receive the shared revenues from Alaska State collected
Fisheries Business Tax, collect additional raw fish taxes.

The advantages of the sales tax are the relative ease and lack of
expense in collecting it. The disadvantage of the tax is that enforcment of
the tax on offshore processors is difficult. Bristol Bay Borough had the
most vigorous enforcement while Akutan relied on voluntary compliance.
Enforcement ranged from audits conducted outside of the State (an expensive
proposition), to reviewing Fish and Game catch data, to random audits of a
few processors, to reliance on voluntary compliance. In areas where the
value of the Tfish was high, such as Bristol Bay, monthly reports were
required, in other areas quarterly reports were required.

Nearly all of the community leaders commented that they believed that
offshore processors were under vreporting their catch and that if the
municipalities could work cooperatively with the Alaska Department of Revenue
State and local revenues would be increased. This comment was made by



officials in communities as diverse as Yakutat, King Cave, and Valdez.
Another consistent complaint was the inability to project revenues without
Alaska Department of Revenue data.

Table One
Borough and Ctanrnunity Fisheries Taxation in Addition to Alaska State
Fisheries Business Tax

Communities and Boroughs Municipal Fish Tax I_ocadures & Verification
Aleutians East Borough 2% Sale Use Raw Fish No Policy Established Yet
Bristol Bay Borough 3% Raw Fish Monthly reports from

processors. Use variety of
means audits, local police,
and ADF&G data.

Akutan .5% Raw Fish Quarterly report. Unable
to verify.

Clark®s Point 3% Raw Fish

King Cove 2% Raw Fish Quarterly report.

Voluntary compliance with
an onshore processor.

Sandpoint 2% Sales & Fish Use

Unalaska 1% Raw Fish Monthly report. By annual
random audits.

Source: Telephone Interviews with Municipal Officer February 1988.



Appendix Table One.

Communities
and Boroughs
w/Processors

BOROUGHS

Anchorage Municipality

Juneau

Sitka

Aleutians East
Bristol Bay

North Star

Haines

Kenai Peninsula
Ketchikan Gateway
Kodiak Island
Matanuska-Susitna
COMMUNITIES
Akutan

Aniak

Anvik

Bethel

Chignik

# Processors

29

30

25

41

11

24

10

Received Fisheries
Business Tax from
State

yes

yes

yes

no

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

Borough and Community Fisheries Taxation in Addition to Alaska State Fisheries Business Tax

Additional Municipal Verification
Sales Taxes on Raw Fish

in 1988

no

no

no but possibility of
fish tax this October
2% sales & use raw fish

3% raw fish ADF&G, audits, late penalties
and personal inspections.

no

no

no unless sold directly to
public then sales tax applies
no

no

no

.5% raw fish not able to verify
quarterly reports

no
no
5%

no



Table One continued. Page 2

Communities # Processors Received Fisheries Additional Municipal Verification

and Boroughs in 1987 Business Tax from Sales Taxes on Raw Fish

w/Processors State in 1986 in 1988

Clark™s Point 2 yes 3% raw fish

Cordova 18 yes no

Cordova 18 yes specifically exempts fish taxes

Craig 1 no no but will if some kind of landing fee isn"t imposed

Dillingham 7 yes no

Emmonak 1 yes considered it for future

Fairbanks 1 yes no

Fortuna Ledge 1 yes no

Galena 2 yes no

Haines 11 yes no

Homer 8 yes no

Hoonah 3 yes no

Hydaburg 1 yes no

Kake 2 yes no

Kaltag 1 yes no

Kenai 11 yes no

Ketchikan 37 yes no

King Cove 2 yes 2% raw fish voluntary compliance onshore
no compliance offshore

Klawock 2 yes no

Kodiak 27 yes no



Page 3

Table One continued.

Communities # Processors Received Fisheries Additional Municipal Verification
and Boroughs in 1987 Business Tax from Sales Taxes on Raw Fish

w/Processors State in 1986 in 1988

Mountain Village 2 yes uk

Pelican 3 yes no

Petersburg 19 yes no

Port Alexander 2 yes no

Port Heiden 2 yes no

Saint George 1 yes no

Saint Marys 2 yes 3%

Sand Point 3 yes 2% sales and fish use

Selawik 1 yes 3%

Seldovia 1 yes 4%

Seward 10 yes 3%

Soldotna 2 yes 3%

Tenakee Springs 2 yes 1%

Togiak 3 no 2%

Unalakleet 1 yes no

Unalaska 12 yes 1% raw fish By random audit

monthly reports
Valdez 11 yes no



Table One continued.

Communities # Processors
and Boroughs 1987
w/Processors

Whittier 9
Wrangell 21
Yakutat 7

Sources: Telephone Interviews of Municipal

Received Fisheries
Business Tax from
State in 1986

yes

yes

yes

Additional Municipal Verification
Sales Taxes on Raw Fish

no

no

no

Officals by Senate Advisory Council February 1988, Alaska

Municipal Officials Directory, Alaska Department of Environmental Conservation Processors List

Page 4



ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
1 KING COVE Vi SAND POINT R AKUTAN B COLD BAY R FALSE PASS B NELSON LAGOON

February 29, 1988
Senator Arliss Sturgulewski

P.0O. Box V
Juneau, Alaska 99811

RE: SB-385 - Confidentiality Bill

uear Senator sturgulewski:

Just a short note to say that the Aleutians East Borough

supports the Senate Bill 385. It will help close loop-holes
in current State lavw/ while insuring a taxation policy which
treats all entities equally. The bill is v/ell overdue and
will help alleviate a number of problems v/hich communities
T== o -——""ears as the fishing industry evolves and
P.0.BOX 349 [P0 BOX 37
SAND POINT. ALASKA 99661 KING COVE, ALASKA 99612

(907)383-269



JUtefea Iz>tate Hegislature

ARLISS STURGULEWSKI, Chairman
TIM KELLY, Vice Chairman

RICK HALFORD

MIKESZYMANSKI

FREDZHAROFF

Senate

Community antr Regional &ffa(rf Committee

SCHEDULE

Tuesday, February 16, 1988

HB 93 - "An Act establishing six recreation rivers; and
providing for an effective date."

HCR 33 - "Relating to annexations recommended by the Local
Boundary Commission."

Executive Order 69 - Reassigning the functions of the division of
housing assistance to the Department of Community and Regional
Affairs.

Presentation by the Department of Community and Regional Affairs
on its Regional Government Study.

Thursday, February 18, 1988

SB 303 - "An Act relating to additions to the Marine Park

system."

SB 385 - "An Act relating to fisheries tax returns; aid providing ,
M b s cCPr 4ss>stn

All meetings in the ratrlovich Room, wbf30pm - 5:00 pm

Do W



i SENATE COIIVIQMTEE HRPORT

FIRST COMMITTEE OF REFERRAL
Date of M 1 K 5-DAY NOTICE
IN ACCORDANCE! WIJrH UNIFORM RULE 23

FURTHER: Resources
**EISCAL NOTE(S) ATTACHE% Finance
IN ACCORDANCE WITH AS 24 -0~.035
(see below)

2/ 2/88 DATE TURNED INTO OFFICE_ T J 1 e m
Mr. President:

C&RA Committee considered SB 385

fisheries tax returns; efd

and recommended:
[ 1 replace with CS [1 same title
[1 new title
[ ] attached amendment(s) and
ft] do pass
] do not pass
] no recommendation
£,] individual recommendations
3 further referral to

] letter of intent adopted and attached

** Committee attached or [ ] adopted fiscal note(s)
[ 1 zero [T fiscal impact

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
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Matffea IE>tate Hegisrtatute

ARLISS STURGULEWSKI. Chairman P0O. BOXV
TIM KELLY, Vice Chairman JUNEAU, ALASKA 99811
RICK HALFORD (907) 465-4989
MIKESZYMANSKI

FREDZHAROFF

Senate

Community anti Regional Affair# Committee

February 17, 1983

TO: Senate Community and Regional Affairs Committee Members

FROM: Senate C&RA Staffju/i

RE: SB 385 "An Act relating to fisheries tax returns; and
providing for an effective date."

SB 385 would allow the Department of Revenue to share
confidential 1information regarding raw fish tax with
municipalities under certain circumstances.

Senator Zharoff will be at the committee to explain thebill as
will representatives of the Department of Revenue. The
Department of Revenue supports the bill. A fiscal note andgood
analysis from the department is in the packet.

Also included in the packet is a memo and sectional analysis from
Senator Zharoff, a letter and resolution in support from the
Alaska Municipal League, a letter and resolution of support from
the Southwest Alaska Municipal Conference, and a copy of the
existing relevant statutes.



STATE OF ALASKA BILL VERSION: SB 385
1988 LEGISLATIVE SESSION PUBLISH DATE: 2/2/88

FISCAL NOTE
REQUEST:

Revision Date: _ Agency Affected: Revenue
Title: "An Act relating to fisheries tax BRU:Income and Excise Audit Division

returns; and providing for an effective
Sponsor: Zharoff. Binkley. Fischer, etal Components
Requestor: C & RA. Resources and Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)
| I FY 88 I FY 89 I FY 90 I Fy 91 I FY 92 I FY 93
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT i -
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

P RPRP R =R RRpR
1 1
PR P
1 I 1
(6)]
TR R R e R —— R
1 1
TR R RPRR PR ——pR
1 ] °
o
TR R =k R —— R
! 1
(6]
TR PP =R R
1

1 CAPITAL 1 i, 1 -1 -1 1 -1 -
1 REVENUE 1 ] T -1 -1 T

FUNDING: (Thousands of Dollars)
GENERAL FUND | 10 | 10 | 10 | 10 | 10
FEDERAL FUNDS
OTHER | | |
TOTAL

POSITIONS:
FULL-TIME | O |
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Steven E. Kettel. Director hone: (907) 465-2320
Division: Income and Excise AudVt QA7v.isio Date: February 3, 1988
Approved by Commissioner: Date: 7 £ .
Agency:

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Age.-;ry(ies)

page of



SB 385 Analysis Prepared By: Steven E. Kettel
Income and Excise Audit
February 3, 1988

Travel

Regulation Hearing Travel to Anchorage $.5

Contractual

Regulation Advertising/Printing
Exchange of Information Forms
Postage

P B B
oo



ANALYSIS OF SB 385

Prepared By: Steven E. Kettel
Income and Excise Audit Division
February 3, 1988

Present Alaska law prohibits the Department from sharing confidential
tax information with the general public, other state or local
governmental agencies or the legislature.

Also, the statutes governing the fisheries business (raw fish) tax
provides that the State will share up to 50% of that tax with the
communities in which the fish are processed. To many communities, this
is a significant source of revenues, and with the decline in municipal
assistance funding programs, many city and borough managers are becoming
increasingly interested in whether they are receiving their fair share of
the fish tax.

Often times, these cities have information concerning the processors
that enter their jurisdictions and process fish, and in some instances,
they possess detailed information concerning the amount or value of fish
processed. With this information in hand, these managers have desired to
exchange this information with the Department to insure that the State®s
fish tax 1is being reported correctly and that their municipality is being
properly credited for revenue sharing purposes. Prohibition against
disclosure at the state level has frustrated city and state
administrators alike in their efforts to collect all taxes due and
properly share them among the effected communities.

SB 385 provides a mechanism for the Department of Revenue to share
sufficient information with municipalities to allow for enhanced
compliance with the new fish tax law at both the state and local level.
The law applies to two classes of information and two classes of

municipalities.

I. City/Boroughs which do not levy a tax on fish resources processed
in their jurisdiction may request and receive from the Department only
the names of the fisheries businesses which have reported fish processing
activities for that city or borough on the State*s fish tax returns. No
financial information contained 1in the return will be disclosed.

B I City/Boroughs which levy a fish tax on the value of fish
processed in their jurisdiction may request the Department to verify that
values reported on their tax returns are substantially the same as values
reported on the State"s return. If the values are not the same, the
Department will give the municipality a copy of the State tax return,
provided the municipality safeguards the information and uses it only for
tax collection purposes.



Senator Fred F. Zharoff

Alaska State Legislature

PO.BOX 45. KODIAK, ALASKA 99615  (907) 486-52%9
DURING SESSION:

P.0. BOX V. JUNEAU, ALASKA 99811 « (907) 465-3473 = 465-3474

DISTRICT N
ALASKA PENINSULA  ALEUTIAN CHAIN « BRISTOL BAY  KODIAK ISLAND = LAKE CLARK/LAKE ILIANA  PRIBILOF ISLANDS  SHUMAGIN ISLANDS

MEMORANDUM

TO: Senator Arliss Sturgulewski
Chair
Senate Community and Regional .1(ffairs

FROM: Senator Fred F. ZharofATA"AAN
vy
DATE: February 3, 1988
RE: Senate Bill 385 - "An Act relating

providing for an effective date."”

I respectfully request that SB 385 be scheduled for consideration at the
Senate Community and Regional Affairs Committee™s earliest convenience.

SB 385 allows municipalities to have access to specific fisheries tax
information - now held confidential by the Department of Revenue - so the
municipalities can obtain the names of all the fisheries businesses that have
filed returns for fish processed within their boundaries and verify that the
municipalities received the correct amount from the collection of their own

fish taxes.

SB 385 was introduced in response to local government complaints there was no
way to independently check and confirm that the 1local governments have
received all the fish tax funds they are entitled to receive. Under 43.75.130
(Refund to local governments), the state provides the municipalities with 50
percent of the state fish taxes collected from fish processed within municipal
boundaries. The funds are distributed in lump sum payments. The
municipalities, however, cannot find out which fisheries businesses this
revenue came from and if it, 1in fact, 1includes every business that actually
processed fish within its boundaries. This 1is particularly critical in the
cise of mobile floating processing vessels, which frequently move 1in and out
of municipal boundaries.

In a .dition, SB 385 would allow municipalities and the stateto check to see
if they are both collecting taxes on the same number of pounds of fish.

The bill would be of benefit to the Department ofRevenue, in that the
municipalities would be in a position to assist the department 1in enforcing
the fish tax statutes.

Background information for SB 385 is attached, as follows:

1. Sectional analysis.



Memo to Sen.

Sturgulewski - page 2

Resolution of support from the Southwest Alaska Municipal
Conference, passed March 1, 1987.

Letter from Mr. John Levy, executive director of the Southwest
Alaska Municipal Conference, to my staff describing the problem
(see page 2), dated April 13, 1987.

Resolution addressing the problem from the Alaska Municipal
League, dated Nov. 13, 1987.

Fisheries Tax statutes.



Senator Fred F. Zharoff

Alaska State Legislature
P.O. BOX 4%, KODIAK, ALASKA 99615  (307) 486-529

DURING SESSION:
P.0. BOX V, JUNEAU, ALASKA 99811  (307) 465-3473 = 465-3474

— L R DISTRICTN = ————- ., W, —————eeee - - — ——
ALASKA PENINSULA = ALEUTIAN CHAIN < BRISTOL BAY « KODIAK ISLAND  LAKE CLARK7LAKE ILIAWNA « PRIBILOF ISLANDS « SHUMAGIN ISLANDS

SECTIONAL ANALYSIS

Senate Bill No. 385 - "An Act relating to fisheries tax returns; and
providing for an effective date.”

SECTION |
43.75 (Fisheries Taxes) 1is amended to add a new section.
43.75.133: PROVISION OF INFORMATION TO MUNICIPALITIES.

() Allows the Department of Revenue, upon written request, to
furnish a mayor, manager, or administrator with a list of all
the fisheries businesses that have filed tax returns 1in which
they listed the municipality as a location where they processed
fish. This would allow a municipality to check its records
against state records to determine if it collected taxes from
all the processors that processed fish within its boundaries.
This provision would be particularly helpful to municipalities
in keeping track of mobile floating processors. In addition,
municipalities would be able to inform the department about
floating processors they know operated within their boundaries,
but for which the department has no record.

(b) Requires the department - upon written request by the mayor,
manager, or administrator of a municipality - to verify from
its records the amount of fisheries tax levied or collected by
the municipality. If the amounts are not substantially the
same, the mayor, manager, or administrator can inspect or
obtain copies of the tax returns in question in order to use
them for the purpose of tax collection only. The department
does not need to provide this information wunless it is
satisfied the municipality provides adequate safeguards to
protect the confidentiality of the tax returns. "Substantially
the same" 1is defined as the amounts (values) being "equal or
the variance between them does not exceed one percent of the
greater value."

SECTION 2
APPLICABILITY.

43.75.133 only applies to fisheries business tax returns filed
after December 31, 1986. This saves the Department of Revenue



SB 385 sectional analysis - page 2

the
from

SECTION 3

time ar.d expense of researching
its old tax return files.

Immediate effective date.

requests for

information



MUNICIPAL

TELEPHONE
105 MUNICIPAL WAY, SUITE 301
(307) 966-1325 JUNEAU, ALASKA 99801
MEMORANDUM
TO: Senator Arliss Sturgulewski, Chair

Members of the Community and Regional Affairs Committee
FROM: Scott A. Burgess, Executive Direct
DATE: February 17, 1988

SUBJECT: SB 385 - Fisheries Tax Returns

The Alaska Municipal League strongly supports SB 385 - relating to
fisheries tax returns - Subsection (a) permits municipalities to
det”~*"ine whether fisheries businesses operating within their
bouno ies are properly reporting the location of their activities.
Inaccurate or improper reporting of location adversely affects the
entitlement of an affected municipality to its share of the fisheries
license tax.

Subsection (b) 1is extremely important to municipalities that levy sales
and use taxes on the sale or use of fisheries products. It provides an
enforcement mechanism that will provide enforcement information to both
the state and the munic{ﬁality without violating the pup jose for which
the confidentiality of these records was established. T le practice of
taxing jurisdictions of exchanging taxpayer information for enforcement
purposes is well established and should be extended to this situation.

I have enclosed a related resolution adopted by the AML membership at
our annual conference in November. The resolution supports the need to
share fisheries tax information between the State and municipalities.
It also reqgicst adequate funding for the Department of Fish and Game to
properly collect, report, and manage fish ticket information.

The AML strongly supports SB 385.

Thank you.

SAB:phi

Enclosure

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-8

A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw fish tax is a critical source
of revenue for the local municipalities and the State of Alaska,

and

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

WHEREAS, the municipalities would provide considerable 1infor—
mation and assistance to the Department of Revenue if given the

opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of the
processor information and agree to treat the information as confi—
dential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been processed for several months, which means
no catch verification or fish tax verification is taking place at
this time, and

WHEREAS, this information is critical for both management of
the fish resource and accurate management of the fish tax

collections;

NOW, THEREFORE, BE IT RESOLVED by the Alaska Municipal League
that Gover.ior Cowper and the Alaska Legislature adopt legislation
to fund adequate staff positions within the Department of Fish and
Game to properly manage the information provided on the fish
tickets for all species in a timely manner to allow verification
and quality information to the municipalities and an accurate
accounting for the raw fish tax.

Adopted this 13th day of November i<?n7

PEPTAY - @

ScotnnC. Burgess, Execmsive Director

39 -



1> SOUTHWEST ALASKA
/7 MUNICIPAL CONFERENCE

Box 89 ® Unalaska <+ Alaska 99685

April 13, 1987

Carl Ohs

c/o Senator Fred Zharoff
Senate District N

Pouch V

Juneau, Ak. 99801

Dear Carl,
Thank you for meeting with Wayne, Lamar and |1 lastweek onissues of
concern for the Southwest Municipal Conference. Youasked thatl send

you a summary of the main points.

You will recall that our discussion focused on four themes.

1. Fish Tax

2. Confidentiality

3. Monitoring

4. Observer Program
Fish Tax

At the annual spring meeting in Dillingham, the Southwest Municipal
Conference delegates resolved to work with legislators to develop a
fish tax program that structurally benefits municipally-located
processors regardless of fishery. Delegates cite*., ’.he 1importance of
shore-based and near shore-based plants for local economies.
Specifically, delegates proposed the following tiered structure.

Onshore ProCessSOrS . ...t e iiciaae aeeaaa 3/
Floating Processors Within Municipal Boundaries....... 57.
Processors Outside of Municipal Boundaries............ 87

The Conference asks that this tax policy be managed to allow
municipalities to retain the same percentage they presently receive in
shared taxes for operations within municipal boundaries. The State will
receive an increase in revenues from higher tax rates on processors
operating outside municipal boundaries.

Our goal is to have legislatioi”™.introduced this Session that addresses
the above-listed structure, Research could analyze the legisla-
tion during the interim. Modified to reflect their recommendations we
would work toward passing a bill next Session.

Phone (907) 581 -1251, 58:1-1357



i

Confidentiality

Many municipal officials complain about the veil of secrecy surrounding
fish processing records. Lacking access to these records, municipali-
ties cannot verify processors®™ production records. It would be iIn the
State”s iInterest to share these records with municipalities so that ve
can assist the State in its collection of unreported/underreported
taxes. Local officials repeatedly testified to the discrepancies in
collections within their jurisdictions.

Some argue that if municipalities had access to records it would
jeopardize the competitive edge that Bome processors enjoy. As munici-
pal officials we frequently handle issues sensitive 1iIn nature. Our
public®s trust hinges on ensuring the confidentiality of these Iissues
and records. We do not foresee a danger to any Ffirm"s records being

made public.
The Southwest Municipal Conference 1Is requesting your assistance to:

1. Authorize the Department of Revenue to share information on
fish tax collected per processor with municipalities.

2. Requii“e the Department of Revenue to work cooperatively with
municipalities in verification and collection of raw Ffish
tax. The Conference supports giving the Department of Revenue
the option to allow the municipality to assume collection
duties within municipal boundaries. This option would include
provisions for the municipality to retain a reasonable fee to
cover costs.

Fund adequate Alaska Department of Fish and Game staff posi-
tions to analyze fish tickets in a timely manner for all
species. This [link 1In the system is essential to ensure
accurate accounting of the raw fish tax.

Monitoring

Southwestern communities fear that bottomfish resources could be devas-
tated through lack of proper data analysis, monitoring and observation.
Although many of the management aspects of this industry are federal,
the State must work with the Federal government so that the future of
pollock and cod 1is not negotiated for concessions in other
international trading issues. We understand that millions of dollars
may potentially go uncollected. This figure is the difference between
what Fish and Game estimates is actually processed and what Revenue
repors 1is collected.

Observer Program

Southwest Conference delegates continue to support a required domestic
observer program. Conference recommendations include:

1 The State commit $1.4 million in FY88 State share of Fish
Business Tax receipts to fund the domestic observer program
recommended by the Department of Fish and Game.



2. The State approach private and public bodies to assist 1In
funding this program for the future. This includes supporting
fishermen®s efforts to form a non-profit-organization that
can contribute funds for an observer program by using State
taxing authority to collect assessments on Tfishermen.

3. The State contract with private groups, such as the Southwest
Municipal Conference, to operate and manage the domestic

observer program.

4. The Stateinclude The Southwest Municipal Conference on any
advisory board that may be established to monitor the
observer program.

You indicated that the Attorney General ruled that any observer program
must hire state employees under A.P.E.A. We ask that Senator Zharoff
work with the Governor and the Department of Law to come up with a

legal, affordable program.

IT you would Ulike further information on the Southwest Municipal
Conference or our position on various issues call President Paul Fuhs
at 581-1357, I may be reached at 640 W. 36th Ave., #4, Anchorage 99503
or 562-1400.

Sincer ,
&/{:A—ll?t' W/ \

tJohn Levy
Executive Dgre?tor

cc: Southwest Municipal Conference Executive Officers
Rep. CIliff Davidson
Rep. Adelheid Herrmann



SOUTHWEST ALASKA
MUNICIPAL CONFERENCE

Box 89 e« Unalaska <« Alaska 99685

RESOLUTION 37-06

A RESOLUTION OF THE SOUTHWEST ALASKA MUNICIPAL CONFERENCE
CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS* the collection of raw fish tax is a critical source
of revenue for the local municipalities and the State of

Alaska* and

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

WHEREAS, the municipalities would provide considerable
information and assistance to the Department of Revenue if
given the opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of
the processor information and agree to treat the information
as confidential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been processed for several months which
means no catch verification or fish tax verification is taking
place at this time, and

WHEREAS,- this information is critical for both management
of the fish resoucre and accurate management of the fish tax
collections, now

THEREFORE, BE IT RESOLVED by the Southwest Alaska Municipal
Conference that Governor Cowper and the Alaska Legislature
adopt legislation to:

1. Authorize the Department of Revenue to share the
confidential information of fish tax collected per
processor to be treated as confidential 1information
exempt from public disclosure by the local munici—
pal ities.

Phone (907) 581-1251, 581-1357



Southwest Alaska Municipal Conference
Resolution 87-06
Page two

2. Require the Department of Revenue to work coopera-—
tively with local municipalities in verification
and collection of raw fish tax 1including the option
for a local municipality to assume the collection
duties within their municipal boundaries and retain
a reasonable administrative fee to cover the cost
of collection.

3. Fund adequate staff positions within the
Department of Fish and Game to properly manage
the information provided on the fish tickets for
all. species in a timely manner to allow
verification and quality information to the
municipalities and an accurate accounting for the
raw Ffish tax.

APPROVED AND ADOPTED this day of
1987.



NOTES TO DECISIONS

L. GENERAL CONSIDERATION.

St

Chapter 75. Fisheries Taxes.
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B

Article 1 Taxes and Licenses.

Fhumprsy 7 e i
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{ 4370010 Aialka Statutes SuUI'I'LKIMKNT S «1370.01(1 t 4275012 Hkvkniw anii Taxation . 9 43.75.032
Sec, 43.70.010. Fisheries business tux. (n) A person engaged in u (hy  Contributions accepted for endowment purposes ure not eligible

fisheries business is liable for and shall pay the tax levied by this
section on the value of each of the following fisheries resources pro-
cessed during the year at the rate set out ofter each:

(D) salmon canned nt a shore-bused fisheries business — four and
one-half percent; o .

(2 salmon processed by a shore-based fisheries business, except
salmon for which the tax is due under (1) of this subsection, and nil
other fisheries resources processed by a shore-based fisheries business
— three percent; S .

_(3) fisheries resources processed by a floating fisheries business —
five “percent. . o

(b) Instead of the taxes levied by (a) of this section, a person who
processes a developing commercial fish species is liable for and shall
pay a tax equal to . o
(1) one percent of the value of the developing commercial fish spe-
cies processed by a shore-based fisheries business during the year; and

(2) three percent of the value of the developing commercial fish
species processed by a floating fisheries business during the year.

(©) A person engaﬁmg or attempting to engage in a fisheries busi-
ness who first actually and ph¥_5|cally processes the fishery resource,
or a person who purchases a Tishery resource that is frozen from a
person excluded by AS 43.75.017 from liubility for the tax, is liable for
and shall pay to the department the entire tax imposed by this section.
In determining this tax liability, the person may deduct from the
value of the fishery resources processed the value of fishery resources
that are canned of processed for other fisheries businesses. A person
taking the deduction authorized by this subsection shall report all
information relating to the deduction in accordance with regulations
issued by the department. (§ 3eh 79SLA 1979; am §§ 5,6 ch 117 SLA
1981; am § 1ch 79 SLA 1986)

SR TS kg o b

Sec. 43.75.018. Fisheries business educution credit, (3) A per-
son engaged in a fisheries business is allowed ps a credit against the
tax due under this chapter 50 percent of cosh contributions accepted
for direct instruction, research, and educational support purposes, in-
cluding library and museum acquisitions', by on accredited, nonprofit,
public or private, Alaska, two- or four-year, coIIege or university. The
credit may not exceed the lesser of 10 percent ofthe amount of tax due
under this chapter or $100,000. A contribution claimed as a credit
under this section may not be claimed os o credit under unother provi-
sion of this title.

for tho credit under (a) of this section.

(c) By September 30 of each year, the Department of Revenue shall
reEort fo tho Legislative Budget und Audit Committco on the credits
taken under this section. Each public college and university shall
includu in its annual operating budget request contributions received
and how the contributions were used. (5 7 ch 58 SLA 1987)

refaass. — For of EIGJA 197 of Ip Terporary and Jeciel
n .
%ﬁ%mgmg],

See. 43.75.032. Fisheries husiness tux credits IEffectivc until
January 1,1992], (u? A fisheries business is entitled to a creditof not
more than 50 percent of tho husiness tax liability under AS 43.75.015
for capital expenditures made during the tax year thnt (1) increase
product diversity, or production efficiency and c.apamte/, or improve
product quality, at u shore-based fisheries business facility in the
stole, or (2) contribute to the development of a cooperative senfood
industrial park in the tute, ifan a%pllcat[on for the credit is approved
by the department in advance of the capital expenditure. A fisheries
business may claim a credit under this subsection for a maximum
period of thrée consecutive ycurs. An applicant for the credit may elect
to begin the thrcc-ycar period with any tax year from 1987 through
1989. A tax credit under this subsection' may not he approved for more
than 50 percent of a capital expenditure, plus any increase required
under %b? of this section. , . ,
The amount of a credit under (u) of this suction for a capital
expenditure involving a shore-based fisheries business facility or coop-
erative seafood industrial park located or to he located in a municipal-
ity shall he incrcuscd b¥/ the_amount by which the municipality’s
fisheries business tax refund is reduced under AS 43.75.130(c). The
total amount of a credit increase under this subsection during a three-
year period may not exceed 25 percent of the amount of the capital
expenditure. ) ] S )

Ec) The portion of a capital expenditure that is eligible for a credit
under this section hut is claimed during u single tax year may not be
carried hack to a prior tax year but is available for thé compufation as
a credit under this section for a subsequent tax year within the three-
year period elected under (a) of this section. = )

d) Within 10 days after submitting an application for a credit un-
der (a) of this section the applicant shall send a copy of the application
to the municipality, ifany, in which the shore-based fisheries business
facility or cooperative seafood industrial park for which the expendi-
ture is to he mude is iocutcd or is to be located. .

(e) A fisheries business is entitled to a credit of not more than five
percent of the business tax liubility under AS 43.75.015 for contribu-
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tions mode during llie tax year to the A. W. ""Winn"* Urindlo rnoniurinl
scholarship account (AS 2.d3.2.r). A fisheries business may claim a
credit under this subsection Tor the 1987 tux year and subsequent tax
years. A tax credit under Ibis subsection may not be npproved Tor
more thun 100 percent of u scholarship contribution.

(0 The total tax credits thnt may he cluimed under this section for a
tax year for cupitul expenditures und scholarship contributions com-
bined may not exceed 50 percent of the taxpayer business tax liabil-
ity undet AS -1375015 for that tax year.
ir(g) The department may not approve a tax credit under thia section

(1) the property tor which the capital expenditure wus made was
the subject of u previous capital expendit'j-e by another taxpayer for
Whorgd a corresponding tax credit unde” this section has been ap-
proved:

(2) the property for which the capital expenditure was made was
sold or transferred between fisheries businesses having substantial
common ownership; or

(3) the fisheries business claiming the credit is in arrears in the
payment of a fisheries business tax under AS -13.75.015; for purposes
of this paragraph, a taxpayer is not in arrears if the payment is under
administrative or judicial appeal.

(h) The department shall prepare an application form for a credit
under this section.

(i) The department shall approve or disapprove an application for a
credit under this section not later than 60 days after receiving the
application.

(i) In this section

(2) “cooperative has the meaning given in AS 10.15.595.

(2 "seafood industrial park™ means a seafood processing center
with facilities to land, handle, and process or to ship or transship to
any location all marketable species of seafood; a seafood industrial
park may contain commercial facilities to support the activities of the
park, and the labor force and vessels that operate at or from the park.
(52 ch 79 SLA 1986)

Ia‘araea.
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See. -137503-1 Tux credit report lltcpcalcd effcctlvo Febru-
ary 15, 1992). Not later than the 15th legislative day of each regular
Icgiidutivu session the Department of Revenue, in cor\junction with
the Department of Commerce and Economic Development, ahull Bub-
mit to the legislature a report on the fisheries business tax credit
program under AS -13.75032. Tho report shall describe the expendi-
tures for which a credit was upproved during the previous tax year
and, if possible, the incrcusc in employment and processing capacity
by the fisheries businesses for which the credit was approved. (5 2 ch
79 SLA 1986, r 58 ch 79 SLA 1986)

SRR S e
Frnay5 2

Article 3. Gor.erul Provisions.

St ol
.

Sec. -1375130. Refund to local governments, (a) Except as pro-
vided in_(d) of this section, the commissioner of revenue shall pay

( ch unified municinality and to each city located in the unor-
ganj rough, 50 percent of the amount of tax revenue collected in
the ipality from taxes levied under this chapter,

ch city located within a borough, 25 percent of the amount
of t enue collected in the city from taxes levied under this chap-
ter; and

(3) to cacli borough
(A) 50 percent of the umount of tax revenue collected in the area of

the borough outside cities from taxes levied under this chapter; and

(B) 25 percent of the amount of tax revenue collected in cities lo-
cated within the borough from taxes levied under this chapter.

(b) For purposes of this section, tax revenue collected under AS
-1375.015 from n person entitled to a credit under AS -1375.032 shall
he calculated as if the person's tax had been collected without apply-
ing the credit.

?c) [Repealed effective January 1, 1992) Within 60 days after a
credit is approved under AS -1375032 for n capital expenditure in-
volving a shore-based fisheries business facility or cooperative seafood
industrial park located or to be located in a municipality, the munici-
pality may adopt an orJinnnce directing the department to reduce the
municipalitys refund under this section over a period of not more
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than three years by mi amuunt nut exceeding 25 percent nr the capita!
expenditure.

Notwithstanding the previsions of iuii2> und lu)I3llii) or this

lection, the commissioner shall pay

(1) toeach city that is located in a borough incorporated utter June
16,1987 the following percentages or the tax revenue collected in the
city from taxes levied under this chapter:

(A) 15 percent of the tuxes collected during the calendar year in
which the borough is incorporated;

(B) 40 percent or'.he taxes collected during the first calendur yenr
after the calendar year in which the borough is incorporated;

(C) 35 percent ot the taxes collected during the second calendar
year after the calendur year in which the borough is incorporated; and

(@) 30 percent or the taxes collected during the third calendar year
after the calendur year in which the borough is incorporated; and

(2 to each borough that is incorporated after June 16, 1987 tho
rollowing percentages of the tax revenue collected in the cities located
within the borough from taxes levied under this chapter:

(A) 5 percent of the taxes collected during tho calendar year in
which the borough is incorporated,

(B) 10 percent of the taxes collected during the first calendar year
after the calendar year in which the borougu is incorporated;

C) 15 percent of the taxes collected during the second calendar
year after the calendar year in which the borough is incorporated; and

(@) 20 percent of the taxes collected during the third calendar year
after the caler Jar year in which the borough is incorporated.

(&  Notwithstanding the provisions of (d) of this section, a city may

adopt an ordinance to transfer a portion of the funds received under
(d)(2) of this section to the borough in which the city is located.
(0 In this section, "'tax revenue collected" includes the amount cred-
ited a%alnst taxes under AS 43.75.018. (86 ch 155 SLA 1962, am &75
ch69SLA 1970, am §10ch 218 SLA 1976, am 811 ch 79 SLA 1979;
am5 10ch 117 SLA 1981; am &73 ch 74 SLA 1985, am &4,7 ch 79
SLA 1986, am § 8 ch 58 SLA 1987, am SS 1, 2 ch 80 SLA 1987)

43.75.140 Ukvkniib anu Taxation S 4 .io.hu

Hue, 43.75.140. Definitions. In IitiH chupter

(1) IHcpculed affective Juniwry |, 1902J “capital expenditures
includes the price paid far equipment und the coat of improvements
made tu depreciable properly, but does not include expenditures thnt
ure deducted entirely for federal income tax purposes in the year in
whic’i they accrued or were puid; in this paragraph, “‘equipment’ und
"'depreciable property”” have the meaning given in regulations adopted
by the commissioner of commerce und economic development;

(2) "department” means tho Department of Revenue;

(3) "developing comtnercinl fish species' means those species of fish
und shellfish annually designated by the commissioner of fish and
game under AS 16.05.050(11);

(4) "fisheries business™ means a person who engages in processing
fisheries resources for sole by freezing, cooking, salting, or other
method and includes but is not limited to canneries, cold storages,
freezer ships, and processing plants;

(5) Llishery resource™ means fin fish, shellfish and fish by-products,
including but not limited to salmon, halibut, herring, flounder, crab,
clam, cod, shrimp, and pollock;

(6) "floating fisheries business™ means a fisheries business which is
not a shore-based fisheries business; the term includes, but is not
limited to, a shore-based fisheries business as defined in (91(B) of this
section when it is removed from the state,

(7) (Repealed effective January 1, 1992] “product diversity"
means the processing of nontraditional fish or other seafood species or
products;

(8) [Repeuled effective January 1,19921 *product quality"* means
the handling of fish or other seafood species or products in order to
increase product sales or vulue.

(9) "shore-based fisheries business™ means a fisheries business

(A) operated from a facility which is permanently attached to the
land; n

(B) operated from a facility which remains in the same location in
the slate for the entire tax year;

(10) "taking" means pursuing, fishing, capturing, or harvesting a
fisheries resource in any manner;

(12) "value™ means the actual price paid for the fisheries resource
hy (he fisheries business, including indirect consideration such as
fuel, supplies, or guar, whether paid at the lime of purchase of the
fisheries resource or tendered as a deferred or delayed payment, ex-
cept that *'value™ means the market value of the fishery resource if the
taking of the fishery resource is done in company-owned or company-
subsidized boats operated by employees of the fisheries business or in

bouts which are operated under lease or other urrangemenl. (83 ch 79
SLA 1979; am S 46 ch 94 SLA 1980; urn &46 ch 113 SLA 1980; am
811, 12 ch 117 SLA 1981; am S55. 7 ch 79 SLA 1986)
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Chapter 76. Salmon Enhancement Act.

et s ertercerent 2 lletion of b o cigsition of
]]_T&pamtsalrma‘rmﬂm

See. 43.76.010. Three percent salmon enhancement tnx. () A
person holding a limited entry permit under AS 16.43 shall pay a
salmon enhancement tax at the rate of three percent of the value of
salmon, as defined in AS 43.7f>" '0, that the person removes from the
state or transfers to a buyer rthe state. The buyer shall collect the
salmon enhancement tax at the time the salmon is acquired by the
buyer.

(b) A three percent salmon enhancement tax may only be levied or
collected under (a) of this section

(2) in a region designated by the commissioner of fish and game for
the purpose of salmon production under AS 16.10.375;

(2) if there exists in that region an association determined by the
commissioner of fish and game to be n qualified regional association
under AS 16.10.380; nnd

(3) if the qualified regional association approves the three percent
salmon enhancement tax under AS 43.76.015. (82 ch 154 SLA 1980;
am 8§13 ch 117 SLA 1981)

BRI g

Sec. 43.76.011. Two percent salmon enhancement tax. (a) A
person holding a limited entry permit under AS 16.43 shnll pay a
salmon enhancement tax at the rate of two percent of the value of
salmon, as defined in AS 43.75.140, that the person removes from the
state or transfers to a buyer in the state. The buyer shall cjlicct the
galmon enhancement tax at the time the salmon is acquired by the

Uyer. |

(b) A two percent salmon enhancement tax may only be levied or
collected under (a) of this section

(2) in a region designated by the commissioner of fish and game for
the purpose of salmon production under AS 16.10.375;

(2) if there exists in that region an association determined by the
commissioner of fish and game to be a qualified regional association
under AS 16.10 380; and

8 43.76.025 Revenue and Taxation § 4376.030

(3) if the qualified regional association approves the two percent
salmon enhancement tax under AS 43.76.015. (8 2 ch 154 SLA 1980;
urn 8 14 ch 117 SLA 1981)

Editor's rote. — Thissotin ot rel refaete Bavel f scimr*gin-
Qi ive o rEOBCEAdETE N T 1L

Sec. 43.76.025. Jnllcction of tax und disposition or proceeds,
(@) A buyer who acquires fisheries resources which are subject to the
salmon enhancement tax imposed by AS 43.76.010 or 43.76.011 shall
collect the salmon enhancement tax at the time of purchase, and shall
remit the total salmon enhancement tax collected during each month
to the Department of Revenue by the last day of the next month.

(b) A buyer who collects the salmon enhancement tax shall

(1) maintain records reflecting the region designated under AS
16.10.375 in which the fishery resource wns caught; und

(2) report to the Department of Revenue by March 1 of each year
the total value, as defined in AS 43.75.140, of the salmon caught in
each region designated under AS 16.10.375 which the buyer has ac-
quired during the preceding year.

(c) The salmon enhancement tax collected under AS 43.76.010 —
43.76.030 shnll be deposited in the general fund. The legislature may
make appropriations based on this revenue to the Department of Com-
merce and Economic Development for the purpose of providing financ-

ing for qualified regional associations. The legislature may base an
appropriation for a qualified regional association operating within a
region designated under AS 16.10.375 on the value of the fisheries
resources caught in that region rather than the value of the fisheries
resources sold in that region if those values differ. (82 ch 154 SLA
1980; am 83 16, 17 ch 117 SLA 1981)

Editor™s rotes. — This sotin Bst n.in_refaracebacause ufsdliin reagi.
atdonebdhktadee nterg- |

Sec. 43.76.030. Accounting of financing received us u result of
the salmon enhancement tax.

s rotes. — Fn o a8 AS
AU Retoered 1188
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(4) "Person” includes an individual, firm, partnership, joint
adventure, association, corporation, estate trust, business trust,
receiver, or any group or combination acting as a unit. (8 2 ch 43 SLA

1949; am 8 1ch 172 SLA 1957)

Opinions of attorney general, —
Although the Pribilof Islands constitute a
special reservation, within the meaning of
the Buck Act, 4 USC 105-110, the oper-
ations of businesses, including performing
contractors”work for the federal govern-
ment, are not exempt from state taxation.
1059 Op. Atty Gen., No. 22.

Merc contracts between private persons
or corporations and the United States do
not necessarily render the former essential
governmental agencies and confer upon
them freedom from stale taxation. 1959
Op. Att'y Gen., No. 22.

The principle of immunity from state
and local taxation is generally based upon
the direct ownership or use and control of
the property by the United States, and
does not extend to the business, property,
or income of contractors who aie doing
work lor the federal government for the
purpose of gain. 1959 Op. Att'v Gen., No.
22.

Persons receiving in excess of S1500
gross per year from the supplying of part of
their home to others and who claim busi-
ness deductions on their Alaska income
tax return for that same part of their home
are required to obtain an Alaskn business
license. 1960 Op. Att'y Gen., No. 20.

When an individual claims that part of
his property is business property for
income tax purposes, that same part of his
property doe; not come within the
meaning of the words "personal home™ in

1and 15 of the business license regu-
lations. 1960 Op. Att'y Gen., No. 20.

NOTES TO

Intent to tax all business propor-
tionately. — It is apparent that the leg-
islature intended to discard license taxes
on specifically enumerated businesses nnd
to tax all businesses proportionately.
Territory of Alaskn v. Journal Printing
Co,, 15 Alaska 676, 185 F. Supp. 169 (I).
Alaska 1955).

Newspapers are within purview of
chapter. — The inclusion of newspapers,
along with other businesses, is within the
purview of this chapter. Territory of
Alaskn v. Journal Printing Co., 15 Alaska
676, 135 F. Supp. 169 'D. Alaska 1955'.

An individual may not claim a reduction
of state income tax on the grounds that
part of his home is business property and
then escape the state business license tax
on the basis that |he same part of his home
is not a business property but his personal
home. 1960 Op. Att'y Gen.. No. 20.

Rents received by religious corporations
are not exempted from the Alaska busi-
ness license tax. 1960 Op. Att'v Gen.. No.
25.

Where most of the business activities of
a company took place in Missouri, it being
very difficult to directly allocate that por-
tion of the company's profits or income
which was derived from its Alaska oper-
ations, the company carried on enough
activities in Alaska to become subject to
stale taxation and these activities could be
taxed on an indirect allocation formula.
1959 Op. Att'y Gen., No. 22.

The definition oPgrnss receipts” in this
section indicnles a clear legislative intent
that, for the purposes of the act. gross
receipts should include all of the
taxpayer's receipts within the stale,
whether in the form of money or other
valuable considerations. 1961 Op. Atty
Gen., No. 8.

Oil companies may not deduct from
their gross receipts federal or Alaska
motor fuel excise taxes paid or collected on
oil products sold for purposes of
calculating taxable gross receipts under
the Alaska Business License Act. 1961 Op.
Atty Gen.. No. 8.

DECISIONS

Newspapers and the business of
newspaper publishing are not made
exempt from the ordinary forms of taxa-
tion for the support of local government by
the provisions of the 1st and 14th amend-
ments to the United States Constitution.
Territory of Alnska v. Journal Printing
Co.. 15 Alaska 676, 135 F. Supp. 169 (D.
Alaska 1955).

Definitions found in AS 21 are not
controlling as to paragraph (1) of this sec-
tion, because of the different purposes of
each. Northern Adjusters, Inc. v, Depart-
ment of Revenue. Sup. Ct. Op. No. 2332

8 43.70.120 Revenue and Taxation 8 43.70.120

(File No. 5128), 627 P.2d 205 (1981).

The purpose of excluding "insur-
ance businesses' from the coverage of
AS 43.70.030(a) by virtue of the definition
in paragraph (1) is apparently to avoid
taxing these businesses twice, since
insurers are subject to n premiums tax
imposed by AS 21.09.210. Northern
Adjusters, Inc, v. Department of Revenue,
Sup. Ct. Op. No. 2332 (File No. 5128), 627
P.2d 205 (1981).

The term "insurance businesses"
does not include adjusters. Northern

Adjusters, Inc. v. Department of Revenue,
Sup. Ct. Op. No. 2332 (File No. 5128), 627
P.2d 205 (1981).

Because adjusters are not “insurers”
subject to the premiums tax, they should
not be viewed as "insurance businesses"
exempt from the general license tax.
Northern Adjusters, Inc. v. Department of
Revenue, Sup. Ct. Op. No. 2332 (File No.
5128), 627 P.2d 205 (1981).

Applied in Ketchikan Spruce Mills v.
Dewev. 17 Alaska 336 (1957

Sec. 43.70.120. Short title. This chapter may he cited as the Alaska
Business License Act. (8 1 ch 43 SLA 1949)

Chapter 75. Fisheries Taxes.

1 Taxes nnd Licenses (8843.75.010 — 43.75.055'
2. Taking of Fisheries Products Which Are Sold Outside Taxing Jurisdiction

Article

(81 43.75.100 — 43.75.120)

3. General Provisions (SS 43.75.130 — 43.75.140)

Opinions of nttorney general. — A
native business enterprise incorporated
under the Indian Reorganization Act of
1934, 48 Stat. 987, 25 U.S.C.A. S476 el
seq., whether it be a cooperative store or a
cannery, doing business outside of an
Indian reservation is subject to the Alaska
Business License Act, AS 43.70, and this

NOTES TO

Cited in Northern Adjusters. Inc. v.
Department of Revenue, Sup. Ct. Op. No.

chapter, even though those businesses
may be operated by Alaska Natives who
have incorporated under the Indian
Reorganization Act of 1934. Conversely,
such native business enterprises doing
business within a reservation are not sub-
ject to these slate taxes. 1978 Op. Atty
Gen.. No. 16.

DECISIONS

2332 (File No. 5128), 627 P.2d 205 (1981).

Article 1. Taxes and Licenses.

Section

11. Fisheries business license

15. Fisheries business tax

17. Exclusion from fisheries business

tax

Section

20. Application for license

30. Filing return and payment of lax
55. Security for collection of (axes
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NOI'ES TO DECISION'S

Stule license tax on salmon
canneries with its revenue sharing
provision is not different in kind from
general gross receipts tax of Alaska
Business License Act. — See Liberati v.
Bristol Bay Borough. Sup. Ct. Op. No.

Collateral references. — 35 Ain. Jur.
2d. Fish and Game, S 45. 71 Am Jur. 2d,
Stale and Local Taxation, SS 392-401.

36A C.J.S., Fish, 9 36.

Constitutional exemption from taxation
as subject to legislative regulation
respecting conditions of its assertion, 4
ALR2d 744.

Poweroflegislature to remit, release, or
compromise tax claim, 28 ALR2d 1425.

When right to refund of stale or locul
taxes accrues, within statute limiting time
for applying for refund, 46 ALR2d 1350.

Legislative power to exempt from taxa-
tion properly, purposes, or uses additional
to those specified in constitution, 61
ALR2d 1031.

1755 IFile No. 3305). 585 P.2d 878 11978).

There is no gcnerul prohibition
agninst like municipal and state taxes.
Liberati v. Bristol Bay Borough. Sup. Ct.
Op. No. 1755 (File No. 3365), 585 P.2d 878
(1978).

Financial hardship or inability to pay
taxes as rendering inapplicable statutes
denying remedy by injunction against as-
sessment or collection of tax, 65 ALR2d
550.

Payment of taxes to prevent closing of,
or interference with, business as involun-
tary so as to permit recovery, 80 ALR2d
1040.

What constitutes manufacturing and
who is a manufacturer under tux laws, 17
ALR3d 7.

Validity and construction of state stat-
ute making successor corporation liable
for taxes of predecessor, 65 ALR3d 1181.

Sec. 43.75.010. Fisheries business licenses. IRepealed, § 13 ch 79
SLA 1979. For current law, see AS 43.75.011.]

NOTES TO DECISIONS

State license tax on salmon
canneries with its revenue sharing
provision is not different in kind from
generul gross receipts tux of Alaska
Business License Act. — See Liberati v.
Bristol Bay Borough, Sup. Cl. Op. No.

1755 (File No. 3365), 585 P.2d 878 11978).

There, is no general prohibition
against like municipal and state tuxes.
Liberati v. Bristol Bav Borough, Sup. Ct.
Op. No. 1755 (File No. 3365), 585 P.2J 878
(1978).

Sec. 43.75.011. Fisheries business license. A person engaging or
attempting to engage in a fisheries business shall first apply for mid
obtain a license as provided in AS 43.75.020. (8 3 ch 79 SLA 1979)

Cross references. — For legislative
findings and purpose relating to AS 43.75,

see 88 1 und 2, ch. 79, SLA 1979 in the
Temporary and Special Acts.

Sec. 43.75.015. Fisheries business tax. (a) A person engaged in a
fisheries business is liable for and shall pay the tax levied by this

§ 43.75.015 Revenue and Taxation 8 43.75.015

section on the value of each of the following fisheries resources pro-
cessed during the year at the rate set out after each:

(1) salmon canned at a shore-based cannery — four and one-half per
cent:

(2) salmon processed by a shore-based fisheries business, except
salmon for which the tax is due under (1) of this subsection, and all
other fisheries resources processed by a shore-based fisheries business

— three per cent;
(3) fisheries resources processed by a floating fisheries business —

five per cent.

(b) Instead of the taxes levied by (a) of this section, a person who
processes a developing commercial fish species is liable for and shall
pay a tax equal to

(1) onr percent of the value of the developing commercial fish species
processed by a shore-based fisheries business during the year; and

(2) three percent of the value of the developing commercial fish
species processed by a floating fisheries business during the year.

(c) A person engaging or attempting to engage in a fisheries busi-
ness who first actually and physically processes the fishery resource, or
a person who purchases a fishery resource that is frozen from a person
excluded by AS 43.75.017 from liability for the tax, is lif.ble for and
shall pay to the department the entire tax imposed by this section. In
determining this tax liability, the person may deduct from the value of
the fishery resources processed the value of fishery resources that are
canned or processed for other fisheries businesses. A person taking the
deduction authorized by this subsection shall report all information
relating to the deduction in accordance with regulations issued by the
department. (8 3 ch 79 SLA 1979; am 88 5, 6 ch 117 SLA 1981)

Effect of amendments. — Thu 1981 -13.75.017 from liability for Lhe tax"
amendment, substituted "who processes"” following "processes the fishery resource"
for "engaged in u fishery business which in the first sentence, deleted "not”
includes processing” preceding "a preceding "deduct” in the second sentence
developing commercial fish” in the und substituted the present third sentence
introductory language of subsection (b), for "but shall include that value as part of
and in subsection (c), added "or a person the value of the fishe.y resources pro-
who purchases a fishery resource that is cessed."
frozen from u person excluded by AS

NOTES TO DECISIONS

A tax on the business ofcatching and whether the rr.w fish were purchased or
canning salmon is not a property tux. otherwise obtained. Arctic Maid v. Terri-
Pacific Am. Fisheries v. Territory of tory of Alnskr. 277 F.2d 120 (9th Cir.

Alaska, 2 F.2d 9 (9th Cir. 1924), alTd, 269 1960), rev'd on c'her grounds, 366 U.S.
U.S. 269, 46 S. Cl. 110, 70 L. Ed. 270 199, 81 S. Ct. 929, 6 L. Ed. 2d 227 (1961).

(1925). No discrimination in favor of local

"Canning” is activity of salmon cunnors ugainst freezer ships under
cannery which is tnxed. — Under former ~ PFior law. — See Alaska v Arctic Maid,
AS 43.75.010, the salmon cannery activity 366 U.S. 199,81 S. Ct. 929, 6 L. Ed. 2d 227
which was taxed is that of "canning," (1961),
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Cold storages and oilier iisli pro-
cessors. — For cases construing former
law requiring licenses for cold storages
and other fish processors, see Territory of
Alaska v. Arctic Maid, 16 Alaska 12(i. 140
F. Supp. 190 (D. Alaska 1956), ull'd. 366
U.S. 199. 81 S. Ct. 929, 6 L. Ed. 2d 227
(1961); State v. Wakefield Fisheries, Inc.,
Sup. Ct. Op. No. 779 (File Nos. 1397.
1393), 495 P.2d 166 (19721; State v. Reefer
King Co., Sup. Ct. Op. No. 1344 (File Nos.

For case discussing priority of
claims for license taxes under prior law
in a bankruptcy proceeding, see In re King
Salmon Fisheries Co., 7 Alaska 97 (1923).

Constitutionality of former provi-
sions taxing salmon canneries on basis
of number ofensespacked. — See Terri-
tory of Alaska v. Pacific Am. Fisheries, 7
Alaska 160, a(Td, 2 F.2d 9 (9th Cir. 1924),
ail'd, 269 U.S. 269, 46 S. Ct. II'*, 70 L. Ed.
270(1925).

2605, 2606. 2607), 559 P.2d 56 1197G*.

Sec. 43.75.017. Exclusion from fisheries business tax. A person
is not liable for the fisheries business tax under AS 43.75.015 when the
fishery resource is frozen aboard a fishing vessel if

(1) the vessel is operated as a commercial fishing vessel under a
valid commercial fishing license;

(2) the fishery resource is not processed beyond heading, gutting or
cleaning, freezing and glazing;

(3) the fishery resource was caught by the vessel; and

(4) the fishery rcccurce is sold by the person claiming an exclusion
from the tax to a fisheries business licensed under this chapter. (§ 7 ch
117 SLA 1981)

See. 43.75.020. Application for license, (a) Application far a
license shall be filed with the department and accompanied by an
initial fee of $25. A separate initial fee is required for each plant
specified in the application covered by the license. The application
shall contain the name of the applicant, the line of business to be
licensed, place of business, and other facts which the department pre-
scribes. The applicant shall state that the applicant agrees to pay the
license tax, and that the applicant will make a return and pay the tax
at the time provided by law.

(b) Upon receipt of the application in proper form accompanied by
the initial fee the department shall issue the license. (§ 2 ch 82 SLA
1949; am § 93 ch 59 SLA 1982)

Effect of umendments. — The 1982 the date the application was uctuully
amendment deleted "as of the date the mailed” following "the license" in subsec-
application is filed or mailed, and the tion (b). and, made other, minor changes.
applicant may carry on the business from

Sec. 43.75.030. Filing return and payment of tax. (a) A person
subject to the tax shall file a return stating the value of fisheries
resources processed during the license year, computed as required by
this chapter, and such other information as the department prescribes
by regulation. The return shall show the license humber and shall be
sighed by the taxpayer or an authorized agent, under penalty of per-
jury. Ifa receiver, trustee, or assign is operating the property or busi-
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ness, that person shall file the return for the person. A tax due on the
basis of such a return shall be collected in the same manner as if
collected from the person of wb”se business the receiver, trustee, or
assign has custody and control.

tb) The return shall be made on the basis of the calendar year to the
department at Juneau before April 1 after the close of the calendar
year.

tc) The department may adopt regulations for the granting of a rea-
sonable extension of time for filing and may grant an extension of time
for filing.

(d) The tax shall be paid before April 1 after the close of the calendar
year.

(e) Every person engaging or attempting to engage in a business for
which a license is required under this chapter shall keep records, make
statements under oath, file returns, and comply with all regulations
which the commissioner of revenue may adopt.

if) When the department considers it is necessary, it may require a
person, by notice served upon the person, to file a return, make such
statements under oath, or keep and display to it such records as it
considers sufficient to show the tax for which the person is liable. Ifa
person fails to file a return as prescribed by law or by regulation, or
makes, wilfully or otherwise, a false or fraudulent return, the depart-
ment shall make the return from the information which it can obtain.
i return made by the department is prima facie good and sufficient for
all legal purposes. (§8 ch 82 SLA 1949; am 88 2, 3 ch 146 SLA 1962;

am 88 5, 6 ch 79 SLA 1979)

Effect of amendments. — The 1979 section (a) and in subsection (e), deleted
umendnvnt substituted "fisheries "such” preceding "records,” preceding

resource-" for “raw fisheries products” in
the first sentence ofsubsection (a), deleted
"AS 43.75.010 — 43.75.050 of’ preceding
"this chapter"” in the first sentence of sub-

"statements,” and preceding "returns"” in
subsection (e), and substituted "all regu-
lations which” for "such regulations as” in
subsection (e).

NOTES TO DECISIONS

Applied in Schlothan v. Territory of denied, 362 U.S. 990, 80 S. Cl. 1079, 4 L.
Alaska. 276 F.2d 806 (9th Cir.), cert. Ed. 2d 1022(1960).

Sec. 43.75.050. Violations and penalties. [Repealed, § 4 ch 94 SLA
1976; 8 3 ch 166 SLA 1976; 88 45, 46 ch 113 SLA 1980. For current
Inw A.q 4.4 05 220 and 43.05.290.1

Sec. 43.75.055. Security for collection of taxes. Each applicant
for a license under this chapter shall, in or with the application, state
under oath the amount of each of the products which the applicant
exp jets to produce during the license year. The applicant shall further
stale the extentof lienable real property owned by the applicant in the
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8 43.75.060 Alaska S tatutes § 43.75.100

state against which the lax may be collected and other information
with respect to description, location and value of the property which the
department prescribes. If the lienuble value of the property is not equal
to three times the amount of the tax for which the applicant will
probably be liable under this section, the department may not issue the
license until the applicant files with the department a surety bond
approved by | le attorney general in a penal sum equal to twice the
probable amoi til of the tax for which the applicant will be liable,
conditioned up >l payment of the tax in full when due, with interest if
not paid befon delinquency. However, if the applicant purchases
salmon for export from Alaska in the round, the amount of the bond is
$50,000 unless the applicant is the owner of lienable real property in
the state ol a value of at least $50,000, and the bond must be condi-
tioned upon payment to the fisherman of the full purchase price for the
salmon and the payment of the tax in full when due. The department
may waive the bond requirement if the applicant posts other security
in the form of collateral acceptable to the department or prepays the
estimated tax. (?) 4 eh 84 8LA 1967; am § 8 ch 79 SLA 1979)

S 43.75.110 Revenue ano Taxation 8§ 43.75.120

in AS 43.75.015 is subject to the tax levied in AS 43.75.015 on the value
of the fishery resource if the person

11) transports the fishery resource to a point outside the taxingjuris-
diction of the state for subsequent processing or sale outside the taxing
jurisdiction c." the state;

<2 sells the fishery resource outside the taxing jurisdiction of the

state; or
3) has the fishery resource processed by a fisheries business in the

state.

(b) The rate of tax that shall be paid by a person whose liability for
the tax is established by this section is the rate of tax that would have
been due under AS 43.75.015 if the fisheries business that first actually
and physically processed the fish had been liable to pay the tax. (9 1
ch 190 SLA 1959;am S 4 ch 79 SLA 1979; am §!) 8,9 ch 117 SLA 1981)

Effect of amendments. — The 1979
amendment rewrote this section.

The 1981 amendment deleted "sold"
following "fishery resource" in the
inlrodti dory language of subsection (a),

graﬂsm and (2) of subsection la), deleted
"or" at the end of paragraph It and adoed
"or" at the end of paragraph (21 of subsec-
lion (a) and added paragraph (31 of that
subsection. The amendment also rewrote

Effect of amendments. — The 1979
amendment added the present fourth sen-

tence and added "or prepays the estimated

tax" to the end of the present fifth sen-
tence.

Secs. 43.75.060 — 43.75.095. Cold storage and other fish processors

IRepealed, 13ch 79SLA 1979.]

Article 2. Taking' of Fisheries Products Which Are
Sold Outside Taxing Jurisdiction.

Section
100. Tax imposed on taking oi fishery
resource
Collateral references. — 35 Am. Jur.

2d, Fish and Game, § 45; 71 Am. Jur. 2d.
State and Local Taxation, i)§ 392-401.
3GA C.J.S,, Fish, S 3G.

State tax on or in respect of goods
shipped in interstate commerce to
consignee for sale on consignor’s account
without previous sale or order for pur-
chase, 4 ALR2d 244.

Seetion
110. Duly of taxpayer and payment of tax

Loading or unloading interstate freight
in performance of obligation resting upon
one other than interstate carrier as inter-
state commerce as regards local taxation,
10 ALR2d 051.

Properly destined for removal from state
as subject to taxation therein. 11 ALR2d
938.

deleted "to a fisheries business” in paia- subsection Ib).

Sec. 43.75.110. Duty of taxpayer and payment of tax. A person
subject to taxes under AS 43.75.100 shall make a return stating the
value of fisheries resources taken, purchased, or otherwise acquired
during the license year for sale to fisheries businesses outside of the
taxingjurisdiction of the state computed as required by AS 43.75.100,
and other information to carry out the provisions of AS 43.75.100 as
may be prescribed by the department. The return shall contain the
license number and shall be signed by the taxpayer or an authorized
agent, under penalty of perjury. If a receiver, trustee, or assign is
operating the property or business, that person shall make the return
for the person. A tax due on the basis of such return shall be collected
in the same manner as if collected from the person of whose business
the receiver, trustee, or assign has custody and control. The require-
ments for time and place of payment of tax, and the obligation to keep
records and make the records available to the commissioner of revenue
are the same as those prescribed in AS 43.75.011 — 43.75.050. (§ 2 ch
190 SLA 1959; am 3 9 ch 79 SLA 1979)

Effect of amendments. — The 1979 floating canneries' in the first sentence
amendment substituted "fisheries and substituted Ab  43.75.011
resources taken, purchased, or otherwise -13.75.050" for "the business license tax
acquired" for "raw fisheries products 1aw forsaim on canneries" at the end of the
taken" and “fisheries businesses” for fifth sentence.

"freezer ships, floating cold storages, or

Sec. 43.75.100. Tax imposed on taking of fishery resource, (a)
A person taking, purchasing, or otherwise acquiring a fishery resource
covered by this chapter which has not been subject to the tax imposed
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Sec. 43.75.120. Violations and
crar o 1

penalties. IRepealed, § 46 ch 113
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Article 3. General Provisions.

Suction

130. Refund to loc.ii governments
140. Definitions

See. 43.75.130. Refund to local governments. The commissioner
of revenue shall pay

(1) to each municipality unifled under AS 29.68.240 — 29.68.440,
and to each city located in the unorganized borough, 50 percent of the
amount of tax revenue collected in the municipality from taxes levied
by this chapter;

(2) to each city located within a borough, 25 percent of the amount
of tax revenue collected in the city from faxes levied by this chapter;
and

(3) to each borough

(A) 50 percent of the amount of tax revenue collected in the area of
the borough outside cities from taxes levied by this chapter; and

(B) 25 percent of the amount of tax revenue collected in cities located
within the borough from taxes levied by this chapter. (8 6 ch 155 SLA
1962; am § 75 ch 69 SLA 1970; am 8 10 ch 218 SLA 1976; am § 11 ch
79 SLA 1979; am § 10 ch 117 SLA 1981)

Effect of amendments. — The IDVD percent" fur ”20 percent" irifiuragruphsd)
amendment rewrote this section. and (3KA) and substituted "25 percent" for
The 1981 amendment substituted "50 "10 percent" in paragraphs (2) and (3tiB).

NOTES TO DECISIONS

Stute license tax on salmon Business' License Act. — See Liberati v.
canneries with its revenue sharing Bristol Bay Borough. Sup.. Ct. Op. No.
provision is not different in kind from 1755 (File No. 3365), 585 R2d 878 (1978).
general gross receipts tax of Alaska

Sac. 43.75.135. Additional refund to boroughs and cities. [Repealed,
$ 13 ch 79 SLA 1979.1

Sec. 43.75:136. Appropriations to Commercial Fishing and Agricul-
ture Bank. [Repealed, § 20 ch 117 SLA 1981.]

Sec. 43.75.140. Definitions. In this chapter
(1) "department” means the Department of Revenue;

(2) "developing commercial fish species” means those species offish
and shellfish annually designated by the commissioner of fish and
game under AS 16.05.050(12);

(3) "fisheries business” means a person who engages in processing
fisheries resources for sale by freezing, cooking, salting, or other
method and includes but is not limited to canneries, cold storages,
freezer ships, and processing plants;
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@ "'figery resource”’ means fin fish, delfish and fish byprod cts,
including but not Timited to salmon, halibut, herring, floucker, ab,
clan, ad, shrinp, and polllods;

O "'floating fideries business’means a fideries businesswhich B
not a shore-besed fideries busiress; the term incluces, but snot lim-
n=d 1, a shore-basaed fideries business as defined In G)B) of this
ssction when it is removed fram the State;

© "'dore-basad fideries business” means a fideries business

A operated fram a fadlity which s permanently attadhed 1o the
lad; or

® geeratd fram a faality which remains in the same location in
the state far the etire tax year;

@ "'taking" means pursuing, fishig, cGgpturing, or hanesting a
fideries resource In any manner';

® "Value’means the actual price paid farthe fisheries resource by
the fideries business, including irdirect cosideration such as fid,
gyplies, or gear, whether paid at the time of purchase of the fideries
resource or tendered as a deferred or delayed payment, exogpt that
"Value”” means the market value of tre fidery resource ifthe taking
of te fidery resowce B done In company-owned or
company-subsidized boats operated by enployees of the fideries busi-
ness or inboats whiich are goerated under lesse or other arrangement.
B 3ch ™ SLA 19/9; am § 46 ch A4 SLA 1980; am 8§ 46 ch 113 SLA
1980; am 8 11, 12 ch 117 SLA 1981D)

Rcvisor's notes. — Reorganized in or’' preceding "the fishery resource” and
1983 to alphabetize the defined terms. substituted "done" for ~"procured"

Effect of amendments. — The first preceding "in company-owned” in the defi-
and second 1980 amendments both nition of "value”. The amendment also
repealed the definition of "year". udded the definition of "taking".

The 1981 amendment added "the taking

Chapter 76. Salmon Enhancement Tax.

Section Section

10. Three percent salmon enhancement 28. Liability for tax on salmon shipped
tax from state

11. Two percent salmon enhancement tax 30. Accounting of financing received as a

15. Election to approve or terminate result ol the salmon enhancement
salmon enhancement tax 1“x. .

20. Termination of salmon enhancement 40. Definition
tax

25. Collection of tax und disposition of
proceeds

Editor’s notes. - For findings und 154, SLA 1980. in the Temporary und Spe-

purpose ofenacting legislation, see § I, ch. cial Acts
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Chenoweth
1/26/88
IN THE SENATE BY ZHAROFF
SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to fisheries tax returns; and pro-

viding for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.75 is amended by adding a new section to read:

Sec. 43.75.133. PROVISION OF INFORMATION TO MUNICIPALITIES. @
If the mayor, manager, or administrator of a municipality makes a
written request, the department shall furnish the mayor, manager, or
administrator of the municipality the names of all Ffisheries busi-
nesses that have filed tax returns under this chapter in which the
fisheries business listed the municipality as the location in which
the Tfisheries business processed a Tfisheries resource subject to the
tax Imposed under this chapter.

(b) IT the may:r, manager, or administrator of a municipality
makes a written request, the department shall verify that, as to a tax
levied and collected by the municipality that is based on the value of
fisheries resource processed iIn or transported to or within the munic-
ipality, the value of the fisheries resources reported by a fisheries
business to the municipality and the value of the fisheries resources
reported by the Tfisheries business to the department under this chap-
ter are substantially the same. IT the values are not substantially
the same, the department shall permit the mayor, manager, or adminis-
trator of the municipality to inspect tax returns filed by the fisher-
ies business with the department under this chapter, or shall furnish

to the municipal officer a copy of the tax returns, if the department
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determines that the municipality provides adequate safeguards for the
confidentiality of the returns and that the returns will be used by
the municipality only for purposes of collection of its tax levied and
collected on fisheries resources. In this subsection, the value of
the fisheries resources reported by the Tfisheries business to the
department and the value reported to the municipality are substantial-
ly the same if the values are equal or the variance between them does
not exceed one percent of the greater value.

Sec. 2. APPLICABILITY. AS 43.75. 133, aided by sec. 1 of this Act,

applies to tax returns filed by a fisheries business after December 31,

1986.

*

Sec. 3. This Act takes effect immediately under AS 01.10.070(c).-
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Senator Fred F. Zharoff

Alaska State Legislature
P.O. BOX 405, KODIAK, ALASKA 99615  (907) 486-5259

DURING SESSION:
P.O. BOX V, JUNEAU, ALASKA 99811 « (907) 465-3473 « 465-3474

DISTRICT N
Alaska peninsula * Aleutian chain ¢ Bristol bay * kodiak island ¢ lake clark/lake iliamna °* pribilof islands ¢ shumagin islands
MEMORANDUM
TO; Senator Arliss Sturgulewski
FROM: Senator Fred F. Zharj>=<
DATE: January 28, 1988
RE: Request for cosponsors for "An Act relating to fisheries tax

returns; and providing for an effective date.

Attached is a copy of a bill that will assist local governments in collecting
the fish taxes that under the law (both state sharing and local taxes) they
are supposed to receive, particularly from floating processors. 1 plan to
introduce the bill on Monday, February 1.

The bill allows the Department of Revenue to provide municipalities with a
list of all the Tfisheries businesses that processed Tfish within a
municipality®s boundaries. In particular, this will help local governments
collect the fish taxes owed by floating processing vessels, which frequently
move in and out of municipal boundaries without notifying the local government
of their presence. The bill also allows the Department of Revenue to verify
the amount of taxes collected from municipal fish taxes. If a discrepancy
exists, the municipality will be alloved to inspect tax records or obtain a
copy of the tax return iIn question, in order to aid the municipality iIn the
collection of the tax.

The above information is now held in complete confidence by the Department of
Revenue, and cannot be given to municipalities. Under the terms of this bill,
the iInformation would only be released, upon written request, to the mayor,
the manager, or the administrator of the municipality. The tax retumn
information would only be released If the department determined that adequate
safeguairds existed to ensure its c infidentiality.

This bill will be useful to the Department of Revenue, iIn that It encourages
the municipalities to help the department enforce the fish tax statutes. In
discussions during the drafting stage, the department expressed iIts support
for this legislation.

IT you wish to cosponsor, please let me know or call Karl Ohls in my office,
465-4922.



Senator Fred F. Zharoff

Alaska State Legislature

RO. BOX 405, KODIAK, ALASKA 99615  (907) 486-5259
DURING SESSION:

P.O. BOX V, JUNEAU ALASKA 99811 « (907) 465-3473 « 465-3474

DISTRICT N
ALASKA PENINSULA < ALEUTIAN CHAIN <« BRISTOL BAY e« KODIAK ISLAND + LAKE CLARK/LAKE ILIAVINA « PRIBILOF ISLANDS + SHUMAGIN ISLANDS

MEMORANDUM
TO: Senator Arliss Sturgulewski
Chair
Community and Regional AffairaHSommittee
FROM: Senator Fred F. ZHa""""N//
DATE: April 21, 1988
RE: House Bill 486 - "An Act relating to fisheries tax retums; and

providing for an effective date.”

HB 486 was read across the Senate floor on April 20, and referred to the
Community and Regional Affairs Comnittee, the Resources Committee and the
Finance Committee. HB 486 1is identical to SB 3385, which was previously
considered and passed out by all the above committees. SB 385 is now in the

Senate Rules Committee.

I respectfully request that the referral of HB 486 be waived by
your committee so the bill may be calendared and voted on by the full Senate
as soon as possible. Because the policy questions iIn this legislation have
already been considered, 1 feel there is no reason t hold it up for
additional committee hearings.

Thank you for your consideration of this request. Copies of the latest (ad
only) versions of HB 486 and SB 385 are attached.



Introduced: 2/15/88 5-1882A
Referred: Community & Regional
Affairs and Resources

BY HERRMANN, CATO,
IN THE HOUSE DAVIDSON AND ULMER

HOUSE BILL NO. 486
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to fisheries tax returns; and pro-
viding for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.75 is amended by adding a new section to read:

Sec. 43.75.133. PROVISION OF INFORMATION TO MUNICIPALITIES. @
If the mayor, manager, or administrator of a municipality makes a
written request, the department shall furnish the mayor, manager, or
administrator of the municipality the names of all Tfisheries busi-
nesses that have filed tax returns under this chapter in which the
fisheries business listed the municipality as the location in which
the fisheries business processed a fisheries resource subject to the
tax imposed under this chapter.

() If the mayor, manager, or administrator of a municipality
makes a written request, the department shall verify that, as to a tax
levied and collected by the municipality that is based on the value of
fisheries resource processed in or transported to or within the munic-
ipality, the value of the fisheries resources reported by a fisheries
business to the municipality and the value of the fisheries resources
reported by the Tfisheries business to the department under this chap-
ter are substantially the same. |If the values are not substantially
the same, the department shall permit the mayor, manager, or adminis-
trator of the municipality to inspect tax returns filed by the fisher-
ies business with the department under this chapter, or shall furnish

to the municipal officer a copy of the tax returns, if the department

HBO486A -1 HB 486



determines that the municipality provides adequate safeguards for the
confidentiality of the returns and that the returns will be wused by
the municipality only for purposes of collection of its tax levied and
collected on fisheries resources. |In this subsection, the value of
the TfTisheries resources reported by the Tfisheries business to the
department and the value reported to the municipality are substantial-
ly the same if the values are equal or the variance between them does
not exceed one percent of the greater value.

* Sec. 2. APPLICABILITY. AS 43.75.133, added by sec. 1 of this Act,
applies to tax returns filed by a fisheries business after December 31,
1986.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c)-

HB 486 -2 HB0486A



Introduced: 2/2/88 5-1607A
Referred: Community and Regional Affairs,
Resources and Finance

BY ZHAROFF, BINKLEY, FISCHER,

1 IN THE SENATE STURGULEWSKI AND ELIASON
2 SENATE BILL NO. 385

3 IN THE LEGISLATURE OF THE STATE OF ALASKA
A FIFTEENTH LEGISLATURE - SECOND SESSION
5 A BILL

6 For an Act entitled: "An Act relating to fisheries tax returns; and pro-
7 viding for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 43.75 is amended by adding a new sectionto read:
10 Sec. 43.75.133. PROVISION OF INFORMATION TO MUNICIPALITIES. @
11 If the mayor, manager, or administrator of a municipality makes a
12 written request, the department shall furnish the mayor, manager, or
13 administrator of the municipality the names of all fisheries busi-
14 nesses that have filed tax returns under this chapter in which the
15 fisheries business listed the municipality as the location 1in which
16 the fisheries business processed a fisheries resource subject to the
17 tax imposed under this chapter.

18 (b) If the mayor, manager, or administrator of a municipality
19 makes a written request, the department shall verify that, as to a tax
20 levied and collected by the municipality that is based on the value of
21 fisheries resource processed in or transported to or within the munic-
22 ipality, the value of the fisheries resources reported by a fisheries
23 business to the municipality and the value of the fisheries resources
24 reported by the fisheries business to the department under this chap-
25 ter are suostantially the same. |If the values are not substantially
26 the same, the department shall permit the mayor, manager, or adminis-
27 trator of the municipality to inspect tax returns filed by the fisher-
28 ies business with the department under this chapter, or shall Tfurnish
29 to the municipal officer a copy of the tax returns, if the department

SBO385a -1- B 35



determines that the municipality provides adequate safeguards for the
confidentiality of the returns and that the returns will be used by
the municipality only for purposes of collection of its taxlevied and
collected on fisheries resources. In this subsection, the value of
the fisheries resources reported by the Tfisheries business to the
department and the value reported to the municipality are substantial-
ly the same if the values are equal or the variance betweenthem does
not exceed one percent of the greater value.
* Sec. 2. APPLICABILITY. AS 43.75.133, added by sec. 1 of this Act,
applies co tax returns filed by a fisheries business after December 31,
1986.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

SB 385 -2 SB0385a



Cilv >y A Senator Fred F. Zharoff

IV/\S/\ n Alaska State Legislature
. - P.O. BOX 405, KODIAK, ALASKA 99615 (9071 486-5259
fe& t Vi

DURING SESSION:
P.O. BOX V. JUNEAU, ALASKA 99811 « (907) 465-3473 « 465-3474

DISTRICT N
ALASKA PENINSULA < ALEUTIAN CHAIN + BRISTOL BAY ¢ KODIAK ISLAND « LAKE CLARK/LAKE ILIAMNA < PRIBILOF ISLANDS + SHUMAGIN ISLANDS

MEMORANDUM
T0; Senator Jack Coghill
Chair
Senate Resources Committee
FROM: Senator Fred F. ZharofAN~AA
DATE: March 15, 1988
RE: Senate Bill 385 - "An Act relating to fisheries tax returmns; and

providing for an effective date.”

For the purpose of ensuring that municipalities receive the fish taxes they
are entitled to receive, B 385 allons local government officials to have
access to specific fish tax information now held confidential by the
Department of Revenue.
Background information for SB 385 is attached, as follows;

1. Sectional analysis.

2. Department of Revenue fiscal note and position paper.

3. Resolution of support from the Southwest Alaska Municipal
Conference, March 1, 1987.

4. Letter and resolution of support from the Alaska Municipal
League, Feb. 17, 1988.

5. Letter from the Aleutians East Borough, Feb. 29, 1983.

6. Letter from the City of King Cove, March 10, 1988.

7. Letter from the City of Sand Point, March 2,1988.

8. Letter from Mr.John Lewy, executive director of the Southwest
Alaska Municipal Conference, to my staff describing the problem
(see page 2), April 13, 1987.

9. Research report about municipalities that have their om fish
taxes, written by the Senate Advisory Council.
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SECTIONAL ANALYSIS

Senate Bill No. 385 — "An Act relating to fisheries tax retumn'; and
providing for an effective date.”

SECTION 1
43.75 (Fisheries Taxes) is amended to add a new section.
43.75.133: PROVISION OF INFORMATION TO MUNICIPALITIES.

@ Allows the Department of Revenue, upon written request, to
fumish a mayor, manager, or administrator with a list of all
the Tisheries businesses that have filed tax returns iIn which
they listed the municipality as a location where they processed
fish. This would allow a municipality to check iIts records
against state records to determine If it collected taxes from
all the processors that processed fish within iIts boundaries.
This provision would be particularly helpful to municipalities
in keeping track of mobile floating processors. Tn addition,
municipalities would be able to iInform the department about
floating processors they know operated within their boundaries,
but for which the department has no record.

(9] Requires the department — upon written request by the mayor,
manager, or administrator of a municipality — to verify from
Its records the amount of Fisheries tax levied or collected by
the municipality. If the amounts are not substantially the
sare, the mayor, manager, or administrator can inspect or
obtain copies of the tax returns iIn question in order to use
them for the purpose of tax collection only. The department
does not need to provide this iInformation unless it 1is
satisfied the municipality provides adequate safeguards to
protect the confidentiality of the tax returns. ''Substantially
the same™ iIs defined as the amounts (values) being "equal or
the variance between them does not exceed one percent of the
greater value."

SECTION 2
APPLICABILITY.

43.75.133 only applies to fisheries business tax returns filed
after December 31, 1986. This saves the Department of Revenue
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the time and expense of researching requests for information
from its old tax return files.

SECTION 3

Immediate effective date.
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ANALYSIS OF SB 385

Prepared By: Steven E. Kettel
Income and Excise Audit Division
February 3, 1988

Present Alaska law prohibits the Department from sharing confidential
tax Information with the general public, other state or local
governmental agencies or the legislature.

Also, the statutes governing the Tfisheries business (raw flsh) tax
provides that the State will share up to 50% of that tax with the
communities 1n which the fish are processed. To many communities, this
1s a significant source of revenues, and with the decline 1n municipal
assistance funding programs, many city and borough managers are becoming
increasingly Interested in whether they are receiving their fair share of
the flsh tax.

Often times, these cities have information concerning the processors
that enter their jurisdictions and process flsh, and 1n some Instances,
they possess detailed information concerning the amount or value of fish
processed. With this information in hand, these managers have desired to
exchange this information with the Department to insure that the State"s
fish tax 1s being reported correctly and that their municipality 1s being
properly credited for revenue sharing purposes. Prohibition against
disclosure at the state level has frustrated city and state
admlnistra+ors alike in their efforts to collect all taxes due and
properly share them among the effected communities.

SB 385 provides a mechanism for the Department of Revenue to share
sufficient information with municipalities to allow for enhanced
compliance with the new fish tax law at both the state and local level.
The law applies to two classes of information and two classes of
municipalities.

I. City/Boroughs which do not levy a tax on fish resources processed
in” their jurisdiction may request and receive from the Department only
the names of the fisheries businesses which have reported fish processing
activities for that city or borough on the State"s fish tax returns. No
financial information contained in the return will be disclosed.

I1. City/Boroughs which levy a ~1sh tax on the value of fish
processed in their jurisdiction may request the Department to verify that
values reported on their tax returns are substantially the same as values
reported on the State®s return. If the values are not the same, the
Department will give the municipality a copy of the State tax return,
provided the municipality safeguards the information and uses H only for
tax collection purposes.



£> SOUTHWEST ALASKA

V/ MUNICIPAL CONFERENCE
Box 89 ¢ (Jnalaska <+ Alaska 99685

RESOLUTION 37-06

A RESOLUTION OF THE SOUTHWEST ALASKA MUNICIPAL CONFERENCE
CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw fish tax is a critical source
of revenue for the local municipalities and the State of
Alaska®, and

WHEREAS, the municipalities have been unable to obtain any
data concerni ig collection of raw fish tax, and

WHEREAS, the municipalities would provide considerable
information and assistance to the Department of Revenue if
given the opportunity, and

WHEREAC- the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of
the processor information and agree to treat the information
as confidential information, and

WHEREAS, the Department of Fish and Game 7ish tickets for
bottomfish have not been processed for several months which
means no catch verification or fish-tax verification is taking
place at this time, and

WHEF FAS,- this information is critical for both management
of the fish resoucre and accurate management of the fish tax
collections, now

THEREFORE, BE IT RESOLVED by the Southwest Alaska Municipal
Conference that Governor Cowper and the Alaska Legislature
adopt legislation to:

1. Authorize the Department of Revenue to share the
confidential information of fish tax collected per
processor to be treated as confidential information
exempt from public disclosure by the local munici-
pal ities.

Phone (907) 581-1251, 581-1357



Southwest Alaska Municipal Conference
Resolution 87-06
Fage two

S. Require the Department of Revenue to work coopera-
tively with local municipalities iIn verification
and collection of raw s.dh tax including the option
for a local municipality to assume the collection
duties within their municipal boundaries and retain
a reasonable administrative fee to cover the cost
of collection.

3. Fund adequate staff positions within the
Department cf Fish and Game to properly manage
the information provided on the fish tickets for
all species in a timely manner to allow
verification and quality information to the
municipalities and an accurate accounting for the
raw fish tax.

APPROVED AND ADOPTED this A" day of
1987 .

A - Lud
Pap/i Fuhs, President



TELEPHONE
(907) 586-1325 105 MUNICIPAL WAY, SUITE 301
JUNEAU, ALASKA 99801

MEMORANDUM

TO: Senator Arliss Sturgulewski, Chair
Members of the Community and Regional Affairs Committee

FROM: Scott A. Burgess, Executive Direct
DATE: February 17, 1988

SUBJECT: SB 385 - Fisheries Tax Returns

The Alaska Municipal League strongly supports SB 385 - relating to
fisheries cax returns - Subsection (&) permits municipalities to
determine whether fisheries businesses operating within their
boundaries are properly reporting the location of their activities.
Inaccurate or improper reporting of location adversely affects the
entitlement of an affected municipality to its share of the fisheries
license tax.

Subsection (b) is extremely important to municipalities that levy sales
and use taxes on the sale or use of fisheries proiucts. It provides an
enforcement mechanism that will provide enforcemfnt information to both
the state and the municipality without violatinr the purpose for which
the confidentiality of these records was established. Tte practice of
taxing jurisdictions of exchanging taxpayer information <or enforcement
purposes is well established and should be extended to this situation.

I have enclosed a related resolution adopted by the AML membership at
our annual conference in November. The resolution supports the need to
share fisheries tax information between the State and municipalities.
It also request adequate funding for the Department of Fish and Game to
properly collect, report, and manage fish ticket information.

The AML strongly supports SB 385.

Thank you.

SAB:phi

Enclosure

member of the national league of cities and the national association of counties



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-8
A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw fish tax is a critical source
of revenue for the local municipalities and the State of Alaska,
and

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

WHEREAS, the municipalities would provide considerable infor-
mation and assistance to the Department of Revenue 1if given the

opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of the
processor information and agree to treat the information as confi-
dential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been processed for several months, which means
no catch verification or fish tax verification is taking place at
this time, and

WHEREAS, this information is critical for both management of
the TFish resource and accurate management of the fish  tax
collections;

NOW, THEREFORE, BE IT RESOLVED by the Alaska Municipal League
that Governor Cowper and the Alaska Legislature adopt legislation
to fund adequate staff positions within the Department of Fish and
Game to properly manage the information provided on the Tfish
tickets for all species iIn a timely manner to allow verification
and quality information to the municipalities and an accurate
accounting for the raw fish tax.

Adopted this 13th day of November 1987

Ge
ATTEST:/

Director

- 30 -



ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
m KING COVE m SAND POINT = AKUTAN m COLD BAY m FALSE PASS m NELSON LAGOON

February 29, 1988

Senator Fred Zharoff

P.O. 3ox V
Juneau, Alaska 99811

RE: SB-385 - Confidentiality Bill

Dear Senator Zharoff:

Just a short note to say that the Aleutians East Borough
supports the Senate Bill 385. It will help close loop-holes
in current State law while insuring a taxation policy which
treats all entities equally. The bill is well overdue and
will help alleviate a number of problems which communities
-—* - - ears as the fishing industry evolves and

0O P.O. BOX 37
KING COVE, ALASKA 99612

P.O. BOX 349
SAND POINT. ALASKA 99661
(907) 383-2699



CITY OF KING COVE

P.O. Bon 37 . King Cove, Alaska 99612 . (907)497-2340

March 10/ 1988

The Honorable Fred Zharoff
Alaska State Senate

P.O. Box V

Juneau, Alaska 99811

RE: SB 385
Dear Senator Zharoff:

The City of King Cove strongly supports the adoption of

SB 385 an act relating to fisheries tax returns. The City
believes this bill will effectively assist in accomplishing
the following:

0 Provide municipalities a cost-effective tool in the
administration and collection of municipal sales/use taxes,
particularly from floating fish processors ; and

0 Provide the State and municipalities an informal
avenue to share information and identify processors which are
operating in respective areas of ".he State. This information
sharing will enhance the prospects for the State and
municipalities to collect tax revenues each is owed, again,
particularly from floating processors.

The main problem confronting coastal municipalities are that
they are often unav/are of floating fish processing activities
that occur in their municipal boundaries and cannot verify
the amount of fish product a processor processes. Floating
fish processors operating in State waters are required to pay
State Fisheries Business Taxes and this information could be
an essential tool to help a municipality collect the full
amount of local tax assessments it is owed, Quite simply,
the large amount of territory in some coastal municipalities,
particularly boroughs, and the prohibitive cost of operating
onsite monitoring program make it difficult for most
municipalities to effectively collect taxes from floating
processors. SB 385 1is not a cure-all for this problem, but
it Is a very positive step that will immediately benefit
municipalities and the State.

The ciun Kiny cuve supports so Joo ana urges Iits
adoption this session.

City Manager



City of Sand Point

P.0O. Box 249
Sand Roint, Alaska 99661

(907)383-2696

March 2, 1988

Honorable Fred Zharoff
P.O. Box V
Juneau, Alaska 99811

Dear Senator Zharoff:

The City of Sand Point supports your efforts through SB 385
to promote the exchange of the fisheries business tax
information between cities and the Department of Revenue.
Given the declining nature of revenues, it is mutually
advantageous for cities and the Department of Revenue to
cross check their sales tax figures against the gross
receipts shown on the fisheries business tax form.

Sincerely,

Robert S. Juettner
City Administrator



=£> SOUTHWEST ALASKA

/ MUNICIPAL CONFERENCE
Box 89 « Unalaska + Alaska 99685

April 13, 1987

Carl Ohs

c/o0 Senator Fred Zharoff
Senate District N

Pouch V

Juneau, Ak. 99801

Dear Carl,

Thank you for meeting with Wayne, Lamar and I last week on issues of
concern for the Southwest Municipal Conference. You asked that 1 send
you a summary of the main points.

You will recall that our discussion focused on four themes.

1. Fish Tax

2. Confidentiality

3. Monitoring

4. Observer Program
Fish Tax

At the annual spring meeting in Dillingham, . the Southwest Municipal
Conference delegates resolved to work with legislators to develop a
fish tax program that structurally benefits municipally-located
processors regardless of fishery. Delegates cited the 1importance of
shore-based and near shore-based plants for local economies.
Specifically, delegates proposed the following tiered structure.

Onshore ProcessorsS.. ... .o ccoaaaann 31,
Floating Processors Within Municipal Boundaries....... 57.
Processors Outside of Municipal Boundaries............ BY.

The Conference asks that this tax policy be managed to allow
municipalities to retain the same percentage they presently receive in
shared taxes for operations within municipal boundaries. The State will
receive an iIncrease in revenues from higher tax rates on processors
operating outside municipal boundaries.

Our goal is to have legislatig”.introduced this Session that addresses
the above-listed structure. Research could analyze the legisla-
tion during the interim. Modified to reflect their recommendations we
would work toward passing a bill next Session.

Phone (907) 581 -1251, 581 -1357



Confidentiality

Many municipal officials complain about the veil of secrecy surrounding
fish processing records. Lacking access to these records, municipali-
ties cannot verify processors®™ production records. It would be in the
State"s interest to share these records with municipalities so that we
canassist the State in its collection of unreported/underreparted
taxes. Local officials repeatedly testified to the discrepancies in
collections within their jurisdictions.

Some argue that if municipalities had access to records it would
jJjeopardize the competitive edge that some processors enjoy. As munici-
pal officials we frequently handle issues sensitive iIn nature. Our
public®s trust hinges on ensuring the confidentiality of these issues
and records. We do not foresee a danger to any firm"s records being
made public.

The Southwest Municipal Conference 1Is requesting your assistance to:

1 Authorize the Department of Revenue to share information on
fish tax collected per processor with municipalities.

2. Require the Department of Revenue to work cooperatively with
municipalities 1n verification and collection ofe raw Ffish
tax. The Conference supports giving the Department of Revenue
the option to allow the municipality to assume collection
duties within municipal boundaries. This option would include
provisions for the municipality to retain a reasonable fee to
cover costs.

3. Fund adequate Alaska Department of Fish and Game staff posi-
tions to analyze fish tickets in a timely manner for all
species. This [link 1In the system is essential to ensure
accurate accounting of the raw fish tax.

Monitoring

Southwestern communities fear that bottomfish resources could be devas-
tated through lack of proper data analysis, monitoring and observation.
Although many of the management aspects of this industry a-e federal,
the State must work with the Federal government so that the future of
pollock and cod 1iIs not negotiated for concessions in other
international trading issues. We understand that millions of dollars
may potentially go uncollected. This figure is the difference between
what Fish and Game estimates is actually processed and what Revenue
reports is collected.

Observer Program

Southwest Conference delegates continue to support a required domestic
observer program. Conference recommendations include:

1. The State commit $1.4 million in FY88 State share of Fish
Business Tax receipts to fund the domestic observer program
recommended by the Department of Fish and Game.



2. The State approach private and public bodies to assist in
funding this program for the future. This includes supporting
fishermen®s eiiorts to form a non-profit-organization that
can contribute funds for an observer program by using State
taxing authority to collect assessments on fishermen.

3. The State contract with private groups, such as the Southwest
Municipal Conference, to operate andmanage the domestic
observer program.

4. The Stateinclude The Southwest Municipal Conference on any
advisory board that may be established to monitor the

observer program.

You indicated that the Attorney General ruled that any observer program
must hire state employees under A.P.E.A. We ask that Senator Zharoff
work with the Governor and the Department of Law to come wup with a
legal, affordable program.

If you would [like Tfurther information on the Southwest Municipal
Conference or our position on various issues call President Paul Fuhs
at 581-1357, I may be reached at 640 W. 36th Ave,, #4, Anchorage 99503
or 562-1400.

cc; Southwest Municipal Conference Executive Officers
Rep. CHliff Davidson
Rep. Adelheid Herrmann





