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MEMORANDUM
TO: Senator Jack Coghill
Chair
Senate Resources Committee
FROM: Senator Fred F. Zharof
DATE: March 15, 1988
RE: Senate Bill 385 - "An Act relating to fisheries tax r_eturns; and

providing for an effective date."

For the purpose of ensuring that municipalitiesreceive the fishtaxes they
are entitled to receive, SB 385 allows local governmentofficials 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.

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

5. Letter from the Aleutians East Borough, Feb. 29, 1988.

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 Levy, 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 cwn fish
taxes, written by the Senate Advisory Council.
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SECTIONAL ANALYSIS

Senate Bill No. 385 -  "An Act relating to fisheries tax returns; 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 TOMUNICIPALITIES.

€)] 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 in which
they listed the municipality as a location where they processed
fish. This would allow amunicipality 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 unless it 1is
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
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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 fisheries business (raw flsh) tax
provides that the State will share up to 50X 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 1n hand, these managers have desired to
exchange this Information with the Department to Insure that the State"s
flsh tax 1s being reported correctly and that their municipality 1is being
properly credited for revenue sharing purposes. Prohibition against
disclosure at the state level has frustrated city and state
administrators alike 1n 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 flsh tax law at both the state and local level.
The law applies to two classes of Information and two classes of
municipalities.

I. Clty/Borcughs 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 flsh tax returns. No
financial Information contained 1n the return will be disclosed.

li. City/Boroughs which levy a fish tax on the value of flsh
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. ITf 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.



Ft*ti Tft CtifiJtAfa/

SOUTHWEST ALASKA
MUNICIPAL CONFERENCE

Box 89 < 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 1is 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 ta:: verification is taking
place at this time. «.d

WHEREAS? this information is critical for both management
of the fish resoucre and accurate management of the fish ta::
collections, now

THEREFORE? BE IT RESOLVED by the Southwest AJ]as! a Municipal
Conference that Governor Cowper »nd the Atasin legislnturo
adopt legislation to:

1. Author ire the Department of Revenue to share the
confidential 1information of fish ta:: 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
Page two

2. Require the Department of Revenue to work, coopera-—
tively with local municipalities in verification
and collection of raw fish 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 of Fish and Game to properly manage
the information provided on the fish tickets for
a.H 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 day of
1987.



.MUNICIPAL

[fican e C A 105 MUNICIPAL WAY. StTTE 301
‘ e - JUNEAU, ALASKA 99801
MEMORANDUM
T0: 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 Leacue strongly supports SB 385 - relating to
fisheries tax returns - Subsectio (a) permits municipalities to
determine whether  fisheries  bui.nesses operating within  their
boundaries are properly reporting the location of their activities.
Inaccurate or improper reporting of location adversely affects the
?.ntitlement of an affected municipality to its share of the fisheries
icense tax.

Subsection (b) is 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 municipality without violating the purpose for which
the confidentiality of these records was established. The practice of
taxing jurisdictions of exchanging taxpayer information ‘or enforcement
purposes is well established and should be extended to this situation.

| 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

MCMocn or thc national icaguc or cities anu tmc national as*oci/ ;>n Ol countics



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 08-8
A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw Tish 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

WHEPEAS, the municipalities would provide considerable infor—
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 fTish tax
ao*. 1-ictions;

NOW, THEREFORE, BE IT RESOLVED by the Alaska Municipal League
that Governor Cowper and the Alastca Legislature adopt legislation
to fund adequate staff positions within the Department of Fish and
Came 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 lish tax.

Adopted this 13th day of November

Cc w

Director

39 -



ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
mKING COVE maSAND POINT mmAKUTAN mmCOLD BAY mmFALSE PASS mNELSON LAGOON

February 29, 1988

Senator Fred Zharoff
P.0. Box V
Juneau, Alaska 99811

HE: SB-385 - Confidentiality Bill

Dear Senator Zharoff:

Just a short note to say that the Aleutians East Borough
supports the Senate 3111 385. It will help close loop-holes
in current State law while insuring a taxation policy which
treats all entities equally. The bill 1is well overdr and
will help alleviate a number of problems which communities

- . ears as the fishing industry evolves and
PO BOX 349 PO BOX37
SAND POINT, ALASKA 99661 KINO COVE. ALASKA 99612

(907) 383 2699



CITY OF KING COVE

P.0. Box 37 < King Cove, Alaska 99912 e 1907) 497-2340

March 10, 1988

The Honorable Fred Zharoff
Alaska State Senate

P.0O. Box V

Juneau, Alaska 99811

RE: SH 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 tcol in the
administration and collection of municipal sales/u6e taxes,
particularly from floating fiah processors ; and

0 Provide the State and municipalities an informal
avenue to share information and identify processors which are
operating in respective areas of the 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 inat
they are often unaware 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 Ilocal 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 cit* King cove aupporca so Jo:? ana urges 1its
adoption this session.

Sincerely,

WayMarshall
City Manager
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City of Sand Point

P.0. Box 249
Sand Point, Alaska 99661

(907) 383-2696

March 2, 1988

Honorable Fred Zharoff
P.0. 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, 1t 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
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£> SOUTHWEST ALASKA
f7 MUNICIPAL CONFERENCE 0

Box 89 e« 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 | last week onissueB 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 cited the importance of
shore-based and near shore-based plants for local economies.

Specifically, delegates proposed the following tiered structure.

ONShOore PrOCESSOINS ..t i e e e e e e e e e e et e e e e e o s 35
Floating Processors Within Municipal Boundaries........ 554
Processors Outside of Municipal Boundaries................ 84

The Conference asks that this tax policy be managed to allow

municipalities to retain the same percentage they presently receive 1in
shared taxes for operations within municipal boundaries. The State will
receive an increase in revenues from higher tax rates on processors
operating outBide municipal boundaries.

Our goal 1B to have legislatiqgij®.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
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 eige that some processors enjoy. As munici—
pal officials we frequently handle issues sensitive in nature. our
public®s trust hinges on ensuring the confidentiality of these 1issues

and records. We do not foresee a danger to any firm"s records being
made public.

The Southwest Municipal Conference is 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 in verification and collection of « raw fish
tax. The Conference supports jiving the Department of Revenue
the -tion 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 coBts.

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 in 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 is 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 i8 actually processed and what Revenue
re. jrtB is collected.

Observer Program

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

1. The State commit 61.4 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 efforts 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 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 wup with a
legal, affordable program.

If you would 1like 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.
cc: Southwest Municipal Conference Executive Officers

Rep. Cliff Davidson
Rep. Adelheid Herrmann



Alaska g>tate Ucgifilaturc

Scnate Advisory Council FO. Box v
Stale Capitol
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 in Addition to Alaska
State Fisheries Business Tax. Appendix Table One is an expanded version of
Table One wnich 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, 1in 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 enforces, nt 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, 1in other areas quarterly reports were required.

Nearly all of the canmunity leaders commented that they believed that
offshore processors were under reporting their catch and that if the
municipalities cculd work cooperatively with the Alaska Department of Revenue
State and Local revenues wculd be increased. This comment was made by



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

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

Communities and Boroughs Municipal Fish Tax Procedures & 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. Borough and Community Fisheries Taxation in Addition to Alaska State Fisheries Business Tax

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
BOROUGHS
Anchorage Municipality 29 yes no
Juneau 30 yes no
Sitka 25 yes no but possibility of
fish tax this October
Aleutians East no 2% sales & use raw fish
Bristol Bay 41 yes 3% raw fish ADF&G, audits, late penalties
and personal inspections.
North Star 2 yes no
Haines 1 yes no
Kenai Peninsula 24 yes no unless sold directly to
public then sales tax applies
Ketchikan Gateway 9 yes no
Kodiak Island 10 yes no
Matanuska-Susitna 1 yes no
COMMUNITIES
Akutan 6 yes .5% raw fish not able to verify
. quarterly reports
Aniak 1 yes no
Anvik 1 yes no
Bethel 6 yes 5%

Chignik 4 yes no



Table One continued.

Communities
and Boroughs
w/Processors
Clark®s Point
Cordova
Cordova
Craig
Dillingham
Emmonak
Fairbanks
Fortuna Ledge
Galena
Haines

Homer

Hoonah
Hydaburg
Kake

Kaltag

Kenai
Ketchikan
King Cove
Klawock

Kodiak

# Processors

in 1987

18

18

11

37

27

Received Fisheries
Business Tax from

State
yes
yes
yes

no
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes

yes

Additional Municipal
Sales Taxes on Raw Fish

in

3%

no

specifically exempts fish taxes

1988

raw fish

ro but will

no

considered

no

no

no

no

no

no

no

no

no

no

no

2%

no

no

raw fish

Verification

it for future

Page 2

if some kind of landing fee isn"t imposed

voluntary compliance o .shore
no compliance offshore



Table One continued.

Communities

and Boroughs
w/Processors
Mountain Village
Pelican
Petersburg

Port Alexander
Port Heiden
Saint George
Saint Marys
Sand Point
Selawik
Seldovia

Seward

Soldotna
Tenakee Springs
Togiak
Unalr.kleet
Unalaska

Valdez

# Processors
in 1987

12

u

Received Fisheries
Business Tax from

State

yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes
yes

no
yes
yes

yes

in 1986

Additional Municipal Verification

Sales Taxes on Raw Fish
in 1988

uk

no

no

no

no

no

3%

20 sales and fish use
3%

4%

3%

3%

1%

P

no

1% raw fish By random audit
monthly reports

no

Page 3



Table One continued.

Communities

and Boroughs
w/Processors
Whittier

Wrangell

Yakutat

Sources: Telephone

Municipal Officials Directory,

# Processors
1987

9

21

7

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
Alaska Department of Environmental Conservation Processors List

Page 4
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