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IN THE HOUSE BY THE FINANCE^COMMITTEE

CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 456 (F inance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  to  th e  f i s h e r i e s  b u s in e s s  t a x  and  to

th e  a l l o c a t i o n  o f  c e r t a i n  f i s h e r i e s  b u s in e s s  ta x  

r e c e i p t s  to  c e r t a i n  m u n i c i p a l i t i e s  by th e  D epartm ent 

o f  Community and R e g io n a l  A f f a i r s ;  and p ro v id in g  f o r  

an e f f e c t i v e  d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t io n  1. AS 29 .60  i s  amended by add ing  a new s e c t i o n  to  r e a d :  

ARTICLE 6. SHARED FISHERIES BUSINESS TAXES.

S ec. 2 9 .6 0 .4 5 0 .  FISHERIES BUSINESS TAX ALLOCATION. (a) A 

m u n ic ip a l i t y  may r e c e iv e  a f i s h e r i e s  b u s in e s s  t a x  a l l o c a t i o n  un d er  

t h i s  s e c t i o n  i f  th e  m u n ic ip a l i t y  d e m o n s tra te s  t o  th e  d ep artm en t t h a t  

th e  m u n ic ip a l i t y  s u f f e r e d  s i g n i f i c a n t  e f f e c t s  from f i s h e r i e s  b u s in e s s  

a c t i v i t i e s  d u r in g  th e  b a se  y e a r .

(b) The amount t r a n s m i t t e d  each  f i s c a l  y e a r  under  AS 4 3 .7 5 .1 3 7  

s h a l l  be  a p p o r t io n e d  by th e  d ep artm en t to  each  management a r e a  b ased  

on th e  r a t i o  o f  th e  management a r e a ’s p ro d u c t io n  v a lu e  to  th e  t o t a l  

p ro d u c t io n  v a lu e  f o r  a l l  o f  th e  management a r e a s .  The d ep artm en t 

s h a l l  a l l o c a t e  th e  amount a v a i l a b l e  f o r  each  management a r e a  to  each  

m u n ic ip a l i t y  in  t h a t  management a r e a  b a se d  on th e  d em o n s tra ted  e f f e c t s  

on th e  m u n ic ip a l i t y  o f  f i s h e r i e s  b u s in e s s  a c t i v i t i e s ,  t h e  com m ercial 

f i s h i n g  v e s s e l  days i n  t h a t  m u n i c i p a l i t y ,  o r  b o th .

(c )  A m u n ic ip a l i t y  t h a t  r e c e iv e s  a t a x  a l l o c a t i o n  un d er  t h i s  

s e c t i o n  s h a l l  u se  t h e  t a x  a l l o c a t i o n  to  h e lp  red u ce  th e  e f f e c t  of 
f i s h e r i e s  b u s in e s s  a c t i v i t i e s  on

O r ig in a l  s p o n s o r ( s ) : REP. GOLL
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th e  expenses  o f  any m u n ic ip a l  s e r v i c e .

(d) At th e  r e q u e s t  o f  th e  d ep a r tm e n t,  an a p p l i c a n t  o r  a  r e ­

c i p i e n t  o f  a t a x  a l l o c a t i o n  s h a l l  p ro v id e  t h e  d ep a rtm en t w i th  th e

a s s i s t a n c e  and in fo rm a t io n  a v a i l a b l e  . t o  th e  m u n i c i p a l i t y  t h a t  i s  

n e c e s s a r y  f o r  th e  d ep artm en t t o  c a r r y  o u t  t h e  d e p a r tm e n t 's  d u t i e s

u n d e r  t h i s  s e c t io n  r e l a t i n g  to  t h a t  m u n i c i p a l i t y .

(e) The d ep artm en t may ad o p t r e g u l a t i o n s  n e c e s s a r y  to  c a r r y  o u t  

th e  p r o v i s io n s  o f  t h i s  s e c t i o n .

( f )  In  t h i s  s e c t i o n

(1) "b ase  y e a r "  means th e  c a le n d a r  y e a r  t h a t  p re c e d e s  th e
nappli-. a t i o n  d e a d l in e  f o r  th e  t a x  a l l o c a t i o n  y e a r ;

(2) "com m ercial f i s h i n g  v e s s e l  day" means a day f o r  w hich a 

f i s h i n g  v e s s e l  l i c e n s e d  un d er  AS 1 6 .0 5 .4 9 0  pays th e  m u n i c i p a l i t y  a 

m oorage, h a rb o r ,  o r  docking f e e ;

(3) " e f f e c t "  means th e  r e s u l t  o f  f i s h e r i e s  b u s in e s s  a c t i v ­

i t i e s  on th e  m u n i c i p a l i t y ' s

(A) p o p u la t io n ;

(B) employment;

(C) fin ances;

(D) a i r  and w a te r  q u a l i t y ;

(E) f i s h  and w i l d l i f e  h a b i t a t s ;  and

(F) a b i l i t y  to  p ro v id e  e s s e n t i a l  p u b l i c  s e r v i c e s ,  

i n c lu d in g  h e a l t h  c a r e ,  p u b l i c  s a f e t y ,  e d u c a t io n ,  t r a n s p o r t a t i o n ,  

m a rin e  garbage  c o l l e c t i o n  and d i s p o s a l ,  s o l i d  w as te  d i s p o s a l ,  

u t i l i t i e s ,  and governm ent a d m in i s t r a t i o n ;

(4) " f i s h e r i e s  b u s in e s s  a c t i v i t y "  means a c t i v i t y  r e l a t e d  to

(A) f i s h i n g ,  in c lu d in g  b u t  n o t  l i m i t e d  to  th e  c a tc h in g  

and s a l e  o f  f i s h e r i e s  r e s o u r c e s ;

(B) v e s s e l  moorage and v e s s e l  and g e a r  m a in ten an ce ;
CSSSHB 4 5 6 (Fin)



(C) p r e p a r in g  f i s h e r i e s  r e s o u rc e s  f o r  t r a n s p o r t a t i o n ;

and

(D) p ro c e s s in g  f i s h e r i e s  r e s o u rc e s  f o r  s a l e  by 

f r e e z i n g ,  i c i n g ,  coo k in g , s a l t i n g ,  o r  o th e r  method and in c lu d e s  

b u t  i s  n o t  l i m i t e d  to  c a n n e r i e s ,  c o ld  s t o r a g e s ,  f r e e z e r  s h ip s ,  

and p ro c e s s in g  p l a n t s ;

(5) "management a r e a "  means one o f  th e  g e o g ra p h ic a l  u n i t s  

d e s ig n a te d  by th e  Board o f  F i s h e r i e s  by r e g u l a t i o n  ad op ted  under 

AS 16 .05 .251  ( a ) ( 2 )  f o r  th e  management o f  com mercial f i s h e r i e s  o f  th e  

s t a t e ;

(6) " p ro d u c t io n  v a lu e "  means th e  w e ig h t o f  th e  f i s h  and 

s h e l l f i s h  p roduced  by f l o a t i n g  f i s h e r i e s  b u s in e s s e s .

* Sec. 2 . AS 43 .75  i s  amended by add ing  a new s e c t i o n  to  r e a d :

Sec. 4 3 .7 5 .1 3 7 .  ADDITIONAL REFUND. To th e  e x t e n t  t h a t  ap p ro ­

p r i a t i o n s  a re  a v a i l a b l e  f o r  th e  p u rp o se ,  and n o tw i th s ta n d in g  th e  

r e q u i re m e n t  o f  AS 3 7 .0 7 .0 8 0 (e )  t h a t  a p p ro v a l  o f  th e  o f f i c e  o f  manage­

ment and b u d g e t  i s  r e q u i r e d ,  an amount eq u a l  to  50 p e rc e n t  o f  th e  ta x  

re v en u e  t h a t  i s  c o l l e c t e d  under  t h i s  c h a p te r  from f l o a t i n g  f i s h e r i e s  

b u s in e s s e s  and i s  n o t  s u b je c t  to  d i v i s io n  w i th  a m u n ic ip a l i t y  under  

AS 4 3 .7 5 .1 3 0  s h a l l  be t r a n s m i t t e d  each  f i s c a l  y e a r ,  w i th o u t  th e  ap­

p ro v a l  o f  th ?  o f f i c e  o f  management and b u d g e t ,  by th e  d ep artm en t to  

th e  D epartm ent o f  Community and R eg io n a l A f f a i r s  f o r  d i s b u r s a l  to  

e l i g i b l e  m u n i c i p a l i t i e s  un d er  AS 2 9 .6 0 .4 5 0 .

* Sec. 3 . T h is  A ct t a k e s  e f f e c t  J u l y  1, 1992.



P.O. Box 889
Dillingham, Alaska 99576

C ITY  HALL 
TELEX
F IR E  R E S C U E  
P U N N IN G  
P U B L IC  W O R K S

(9 0 7 ) 8 4 2 -5 211  
(9 0 7 ) 8 4 2 -5 691  
(9 0 7 ) 8 4 2 -2 2 8 8  
(9 0 7 ) 8 4 2 -5 2 0 3  
(9 0 7 ) 8 4 2 -5 1 4 8

P OLICY P O S I T I O N  - H.B. 456

Mr. Chairman, m e m b e r s  of t h e  Ho us e F i na nc e Committee, my 
na me  is J o e  M c G i l l  and I am t he M a y o r  of Dillingham. I am here 
t o d a y  to t e s t i f y  in f a vo r of H.B. 456.

For the p a s t  five l e g i s l a t i v e  sessions, one the city's top 
le gi sl a t i v e  p r i o r i t i e s  has b e e n  the issue of s h a r i n g  r a w  fish 
t axes c o l l e c t e d  fr o m f l o a t i n g  p r o c e s s o r s  w i t h  local gover nm en ts  
i m p ac te d b y  t h o s e  p r o c e s s i n g  activities.

Perh a ps  some brief b a c k g r o u n d  i nf o r m a t i o n  on this issue 
w o u l d  be h e l p f u l  in f r a m i n g  the p u b l i c  p o l i c y  issues surr o un di ng  
this matter. Since s t a t e h o o d  it has be en  the p ol ic y of the State 
of A l a s k a  to s ha re  raw fish t a x e s  w i t h  i n c o r p o r a t e d  commu ni ti es  
in or n e a r  t h e  area in w h i c h  t h e  fishery res o ur ce  is ha r ve st ed  
a nd processed.

W h e n  the original tax s h a r i n g  stat ut e w a s  o r i g i n a l l y  
implemented, t h e  vas t m a j o r i t y  of fi sh  p r o c e s s i n g  facil it ie s were 
located onshore. Howevor, w i t h  the passage of time, adven t of 
n e w  techn ol og y,  and c h a n g i n g  e c o n o m i c s  of f i s he ry  r esource 
processing, a n  e v e r - i n c r e a s i n g  a m o u n t  of p r o c e s s i n g  is taking 
pl ac e o f f s h o r e — o u t s i d e  of m u n i c i p a l  boundaries. The net effec t 
of thi s t r e n d  is t ha t o n s h o r e  c o m m u n i t i e s — w h i c h  s e rv e as s t a g in g 
areas for the o f f sh or e p r o c e s s i n g  a c t i v i t i e s — b e a r  the  brunt of 
the impacts c r e a t e d  by the p r o c e s s i n g  activities. However, the 
i m p ac te d c o m m u n i t i e s  d o  no t r e c e i v e  any of t h e  t a xe s pa i d to the 
S tate by the o ff sh o r e  pr oc es s o r s .  W e  b e l i e v e  this an inequitable 
s i t u a t i o n  w h i c h  m u s t  b e  addressed.

Further, as a m a t t e r  o p u b l i c  policy, w e  b e l i e v e  that any 
bill w h i c h  p a s s e s  the L e g i s x a t u r e  sh ould i n c or po ra t e the 
f o l l o w i n g  b a s i c  d i s t r i b u t i o n  plan:

I n c o r p o r a t e d  g o v e r n m e n t s  located w i t h i n  A D F & G  
c o m m e r c i a l  f i s h er y m a n a g e m e n t  areas w h i c h  are impacted 
b y  a f i s h er y s h o u l d  b e  e l i g i b l e  for any funds w h i c h  
w o u l d  be d i s t r i b u t e d  u n d e r  this bill. W e  u r g e  t he 
C o m m i t t e e  to c o n s i d e r  a d o p t i n g  the d i s t r i b u t i o n  
pl an  u t i l i z e d  by the  D e p a r t m e n t  of Co mm u n i t y  and 
R e g i o n a l  Affai rs  u n d e r  t h e  p i l o t  p r o j e c t  p r o g r a m  of 
several y e a r s  ago.

In closing, the C i t y  of D i l l i n g h a m  w i s h e s  to express its

" G a t e w a y  To Wood-Tikchik State Park"



s t r o n g  s u p p o r t  fo r the p a s s a g e  of H.B. 456 w h i c h  includes our 
p r o p o s e d  d i s t r i b u t i o n  plan. W e  also wis h to s tress that 
l e g i s l a t i o n  p a t t e r n e d  af te r our proposal w o u l d  a c c o m p l i s h  the 
f o l l o w i n g  p u b l i c  p o l i c y  objectives:

1. It w o u l d  c o r r e c t  a l o ng -s t a n d i n g  i nequity in c u r r e n t  law 
w h i c h  a d v e r s e l y  a f f e c t  local go v er n m e n t s  w h i c h  a b s o r b  the impacts 
c r e a t e d  b y  o f f s h o r e  pr ocessors, b u t  receive no fi na nc ia l  a s s i s t­
ance to cope w i t h  t h o se  impacts.

2. It h o l d s  the p r o m i s e  of gi ving local g o v e r n m e n t s  access 
to a long-term, s t ab le  source of income w h i c h  w i l l  exist long 
a f t e r  P r u d h o e  Bay re ve nu es  h a v e  d ri ed  up.

3. It d i s c o u r a g e s  t he r e c e n t  trend b y  local g o v e r n m e n t s  to 
i mp le m e n t  " cr ea ti ve  a l t e r n a t i v e s "  to capture t ax re venues from 
f l o a t i n g  processors, s u c h  as a n n e x i n g  b ay w i t h  b o u n d a r i e s  drawn 
t o  inc lu de  a re as  w h e r e  f l o a t i n g  p rocessors n o w  operate.

In the C o m m u n i t y  and R e g i o n a l  Affai r s C o m m i t t e e  and in the 
R e s o u r c e s  C o m m i t t e e  t h er e h a v e  bee.i concerns e x p r e s s e d  reg ar d in g 
t he fiscal i m p a c t  of this legislation. In addition, there have 
b e e n  c o n c e r n ?  e x p r e s s e d  a b o u t  t h e  impact of t he o n s h o r e  fish 
t a x  c r e d i t  f o r  c o n s t r u c t i o n  of p r o c e s s i n g  facilities. It is our 
u n d e r s t a n d i n g  th e fish tax c r e d i t  p r o gr am  wi ll  e n d  ne xt  year. 
There fo re , t o  ease the C o m m i t t e e ' s  potential c o n c e r n  about fiscal 
impa c t o n  the State Treasury, w e  sug ge st  a d e l a y e d  eff ec t iv e date 
on the bil l to J u l y  1, 1991 or J u l y  1, 1992.

Mr. Chairman, m e m be rs  of t h e  Committee, the Ci t y thanks you 
for g i v i n g  us the o p p o r t u n i t y  t o  tes ti fy  on this im po rtant bill.
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SUBJECT:

TO:

FROM:

The d r a f t  com m ittee s u b s t i t u t e  s u b s t a n t i a l l y  m o d if ie s  th e  
sp o n so r  s u b s t i t u t e  o f f e r e d  t e n  days ago .

The l e g i s l a t i o n  e s t a b l i s h e s  a  mechanism f o r  s h a r in g  a d d i ­
t i o n a l  revenue  d e r iv e d  from th e  f i s h e r i e s  b u s in e s s  t a x .
B i l l  s e c t i o n  2 , adds a new s e c t i o n ,  AS 4 3 .7 5 .1 3 7 ,  to  th e  
c h a p te r  le v y in g  and c o l l e c t i n g  th e  f i s h e r i e s  b u s in e s s  t a x .
I t  d i r e c t s  t h a t  50% o f  th e  amounts r e c e iv e d  by th e  D e p a r t ­
ment o f  Revenue from th e  c u r r e n t  t a x  le v y  on f l o a t i n g  f i s h ­
e r i e s  b u s in e s s e s  t h a t  i s  n o t  a l r e a d y  sh a re d  w i th  m u n ic ip a l i ­
t i e s  u n d e r  e x i s t i n g  AS 4 3 .7 5 .1 3 0  i s  to  be t r a n s f e r r e d  to  th e  
D epartm ent o f  Community & R e g io n a l  A f f a i r s  to  s u p p o r t  th e  
new revenue  s h a r in g  mechanism.

The s p e c i f i c s  o f  th e  s h a r in g  mechanism a re  s e t  o u t  i n  
b i l l  s e c t i o n  1 . AS 2 9 .6 5 .4 5 0 ,  added by t h a t  b i l l  s e c t i o n ,  
d i r e c t s  th e  D epartm ent o f  Community & R eg io n a l  A f f a i r s  as 
f o l lo w s :

S u b se c t io n  450(a) e s t a b l i s h e s  as a  t h r e s h o l d  re q u ire m e n t  f o r  
r e c e i p t  o f  a revenue  s h a r in g  e n t i t l e m e n t  t h a t  th e  r e c i p i e n t  
s h a l l  be a m u n ic ip a l i t y  and th e  m u n i c i p a l i t y  s h a l l  have 
" s u f f e r e d  s i g n i f i c a n t  e f f e c t s  from f i s h e r i e s  b u s in e s s  a c t i v ­
i t i e s  d u r in g  th e  b a se  y e a r . "

D ra f t  Community & R e g io n a l  A f f a i r s  Committee 
S u b s t i t u t e  f o r  House B i l l  456 -  s e c t i o n a l  
a n a ly s i s

R e p r e s e n ta t iv e  E i l e e n  MacLean, C h a ir  
House Community & R eg io n a l  A f f a i r s  Committee 
ATTN: Rena Bukovich

Ja c k  Chenoweth 
L e g i s l a t i v e
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S u b se c t io n  450(b) s e t s  o u t  th e  fo rm ula  f o r  co m p u ta t io n  o f  
e n t i t l e m e n t s :

com mercial f i s h i n g
v e s s e l  d a y s ______

.01 x  m u n ic ip a l  
p o p u la t io n  i n  p re c e d in g  

y e a r

com m ercial f i s h i n g
v e s s e l  days______

d i s t r i b u t i o n  f a c t o r

in  w hich th e  d i s t r i b u t i o n  f a c t o r  i s  th e  l a r g e r  o f :
(1) th e  r e c e iv in g  m u n i c i p a l i t y ' s  p e r  c a p i t a  d i s t r i b u ­

t i o n  o f  th e  f i s h e r i e s  b u s in e s s  t a x  un d er  AS 43 .7 5 .1 3 0  d u r in g  
th e  p re c e d in g  y e a r ;  o r

(2) th e  av e rag e  s ta te w id e  p e r  c a p i t a  d i s t r i b u t i o n  of 
th e  f i s h e r i e s  b u s in e s s  t a x  ( c a l c u l a t e d  f o r  a l l  r e c e iv in g  
m u n i c i p a l i t i e s )  u n d e r  AS 4 3 .7 5 .1 3 0  d u r in g  th e  p re c e d in g  
y e a r .

S u b se c t io n  450(c) a u th o r i z e s  p ro  r a t a  d i s t r i b u t i o n  o f  th e  
d i s t r i b u t i o n  o f  th e  money a v a i l a b l e  f o r  d i s t r i b u t i o n .

S u b se c t io n  450(d) d i r e c t s  a  m u n ic ip a l i t y  r e c e iv in g  an e n t i ­
t le m e n t  to  u se  th e  e n t i t l e m e n t  " to  h e lp  red u ce  th e  e f f e c t  o f  
f i s h e r i e s  b u s in e s s  a c t i v i t i e s  on th e  m u n i c i p a l i t y , "  b u t  a l ­
lows th e  l o c a l  government to  u se  th e  money to  meet th e  ex­
penses  o f  any m u n ic ip a l  s e r v i c e .

S u b se c t io n  4 5 0 (e ) ,  a management p r o v i s i o n ,  d i r e c t s  th e  De­
p a r tm en t o f  Community & R eg io n a l A f f a i r s  to  c a l c u l a t e  th e  
f a c t o r s  a p p l i c a b l e  to  d e te rm ine  th e  d i s t r i b u t i o n ,  and r e ­
q u i r e s  th e  m u n ic ip a l  a p p l i c a n t s  and r e c i p i e n t s  to  c o o p e ra te  
w i th  th e  departm en t i n  c a r ry in g  o u t  th e  program  r e s p o n s i b i l ­
i t i e s .

S u b se c t io n  4 5 0 (f )  a u th o r i z e s  th e  d ep artm en t to  adop t n e c e s ­
s a ry  r e g u l a t i o n s .

S u b se c t io n  450\g) s e t s  o u t  d e f i n i t i o n s  f o r  term s used  in  th e  
p re c e d in g  s u b s e c t io n s .  N ote, e s p e c i a l l y ,  th e  d e f i n i t i o n s  o f  
"com m ercial f i s h i n g  v e s s e l  day" and " f i s h e r i e s  b u s in e s s  
a c t i v i t y .

B i l l  s e c t i o n  3 s e t s  th e  e f f e c t i v e  d a te  f o r  t h i s  m easure as 
J u ly  1, 1990, th e  s t a r t  o f  th e  n e x t  f i s c a l  y e a r .

JC : p i  
WKP2/093
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January 12, 1990

Rep. Peter Goll 
P.O. Box V 
Juneau Mi 99811

Dear Fc<.iresentative Goll:

The situation with the boat harbors in Craig is getting desperate. 
Every year the  North Cove harbor sustains considerable damage from 
winter storms because it is not adequately protected. Because 
Craig receives no raw-fish tax, we are unable to adequately 
maintain the on-going maintenance required by the State contract 
let alone do the repairs necessary every year as a result of the 
winter storms. Moorage fees just do not generate enough revenues 
as we have spac es  for only 129 vessels.

In order to solve the harbor problems, we have tried several 
a p p r o a c h e s :

-First, in order to protect the North Cove harbor, we declared 
through a City Resolution (see attached) that an emergency 
existed that required funds to install a temporary log-boom 
b reakwater to prevent further damage to the harbor. We then 
re qu es te d and received support from Emergency Services and 
DOT/PF to seek a declaration from the Governor for emergency 
funds (see attached). The Governor on 1/5/90, although 
agr e ei ng  that the need for the breakwater had been 
demonstrated, did not grant the request as other funding 
methods were available (see attached letter).

-Secondly, the City Council passed a Resolution authorizing 
the A d m i n i s t r a t o r  to seek legislative assistance in 
m i ti ga ti ng  the problem caused by the City not receiving any 
raw-fish tax while at the same time providing services for 
one of the largest purse-seine and troll fleets in Alaska 
(see attached). This problem is further compounded by the 
fact that al though the demand is there resulting in a 2 to 
3 year wait in g list for moorage, the City does not have 
enough moora ge  spaces to meet the demand and generate 
revenues to support the harbors. Every year other City 
revenues are used to cover the deficit created by harbor 
support. In working with both Southeast Conference and AML, 
we were able to get these organizations to support 
resolutions calling for a stronger commitment to collect raw- 
fish tax and to find ways to use raw-fish tax to support 
fishing harbors located in the unorganized borough(see 
a ttached resolutions). The problem remains, however, and 
Craig has received no raw-fish tax revenues for many years.
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Try though we have, we have to date been unsuccessful in both of 
these efforts. Hence the purpose of this correspondence.

(1)The immediate problem of annual damage to North Cove harbor must 
be addressed first in that the risk of loss of property and the 
endangerment of life and limb must be prevented or at least reduced 
significantly. The temporary log-boom breakwater will go a lonq 
way to reducing these risks. Although the log-boom will not
protect against signi fi c an t swells from the north, nevertheless it 
will eliminate damaging chop and the subsequent icing present 
whenever a northerly wint er  storm occurs. The City of Craig is 
therefore asking that you and your fellow legislators assist us in 
finding at least $150,000 to construct a temporary log-boom
breaxwater in accordance the requirements of DOT. As you will 
note from the emergency application, the City will contribute some 
in-kind services to c omplete the project. The permit application
with the Corps of Engineers has already been submitted and they
have indicated that the process can be expedited if necessary.

As you will note, I have indicated that this is a temporary 
breakwater, one that eventu al ly  will have to be replaced with a 
permanent rock breakwater. The Corps of Engineers is in the 
process of conducting a reconnaissance and feasibility study of the 
Craig harbor under the provisions of the Safe Harbor Act and a more 
permanent breakwater will have to wait until the completion and 
r ecommendation of this study.

(2)The long range solution to Craig's harbor problems is dependent 
upon whether or not adequate funds are available for harbor 
expansion and repair. As we all know, the primary source of these 
funds is in the distribution of the raw-fish tax back to the 
municipalities harboring the fisning fleet and providing support 
to the fishing and f is h -p rocessing effort.

In 1989, $ 15,721,755 of raw-fish tax was collected and distributed 
back to the cities and organized boroughs throughout Alaska. 
Petersburg received $ B 0 7 , 3 1 6 , Ketchikan City &  Borough received 
$ 6 90,163 and Craig received $0. All of the fish caught and landed 
in Craig by the Craig based fleet was transported to and processed 
in either Petersburg or Ketchikan, hence these communities received 
the tax collected for these fish. All raw-fish tax revenues 
collected outside of the city limits of Craig by floating 
processors buying from the Craig based fleet was kept entirely by 
the State as the processors were located in the unorganized 
borough. These, I might add, are processors located within a very 
short distance from Craig, some within sight of the city limits.
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We realize that; the obvious solution to this problem is to attract 
processors within the city limits of Craig. Every effort is being 
made to do this from upgrading our water supply (estimated 
completion of water treatment plant is Fall of 1990) to settling 
the land reconveyance issue with our local native corporation. In 
the meantime, however, the fact is that a large amount of tax 
collected in the unorganized boroughs throughout the State is not 
going to municipalities harboring the fishing fleet but is being 
collected and held by the State. I can't believe that this was the 
Legislature's intent when they passed Title 43.75, the statute 
e stablishing the fisheries business tax imposed upon shore-based 
and floating processors, commonly referred to as the "raw-fish 
tax" .

In AS 43.75.130, Refund to local g o v e r n m e n t s , it is very apparent 
that the Legislature intended that 50 percent of the tax was to go 
back to the municipalities supporting the fishing and processing 
activities. The only problem with the statute is that it fails to 
address the distribution back to the municipalities of the tax 
collected in the unorganized fcorough. Realizing that the method 
for allocation of tax revenues back to municipalities in the 
unorganized borough may be unclear, it nevertheless is something 
that can be worked out on a formula based on population, harbor 
space or other criteria.

May I request that the Legislature please address the inequities 
in the manner that the raw-fish tax is distributed to the 
municipalities that are involved in harboring and supporting the 
fishing fleets throughout Alaska. Without these tax revenues 
intended for the effected municipalities, adequate care and 
maintenance of our harbors will t'all far short of that necessary 
to attract and provide for a professional fishing fleet, especially 
in light of the declining State revenues and the declining logging 
i n d u s t r y .

Thank you for attention to these problems and I look forward to 
hearing from you on these or other matters.

Sirtfberel

Tom Brigc 
City AdmiKi^trator
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A M L  P R I O R I T Y  I S S U E S

April 4, 1990

RESTORATION OF FUNDING FOR MUNICIPAL ASSISTANCE 
AND REVENUE SHARING

The League seeks restoration of funding for the Municipal Assistance and State 
Revenue Sharing programs in recognition of the shared resources and 
responsibilities of the State and local governments to provide essential services 
to Alaska’s citizens.

The League requests that for FY 91 the Municipal Assistance Program be funded 
at not less than $56,084,400, the FY 89 appropriation level and the level requested 
by the Governor for FY 90. The League requests that the State Revenue Sharing 
Program be funded for FY 91 at $40,773,400, the FY 89 appropriation level and 
the level requested by the Governor for FY 90.

Bill Number: 

Status:

HB 500, the Governor’s budget

HB 500 is in House Finance; HB 101, which would increase 
minimum entitlements under the Revenue Sharing Program from 
$25,000 to $50,000 with a $3.4 million hold-harmless cost, is in 
Senate Finance.

Action Needed: Restoration of the 6 percent cuts in Municipal Assistance and 
Revenue Sharing plus passage of HB 101 (with the inclusion of 
the $3.4 million for the hold harmless provision).

FULL FUNDING FOR EDUCATION

The League requests full funding for public education, including the Education 
Foundation Formula ($512,771,092) and the School Construction Debt 
Reimbursement Program ($131,500,000), in recognition of the State’s constitutional 
responsibility to provide education to all of Alaska’s children.

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



The League supports legislation that would remove the 6 percent sales tax cap 
currently imposed on general law municipalities.

Bill Number: SB 505

Status: SB 505 is awaiting a hearing in Senate Finance (it is tentatively
scheduled for a hearing next week). Zero fiscal note.

Action Needed: Passage.

R E M O V A L  OF SALES T A X  C A P

REMOVAL OF RESTRICTIONS ON SEPARATE TAXATION OF ALCOHOL

The League supports legislation that would allow municipalities to tax alcohol at 
any rate and in the absence of other sales taxes.

Bill Number: SB 507

Status: SB 507 is awaiting a hearing in Senate Labor and Commerce

Action Needed: Passage.

SHARING OF FISHERIES BUSINESS TAX RECEIPTS WITH MUNICIPALITIES

The League supports legislation establishing a program to share fisheries business 
tax receipts from processors operating outside municipal boundaries with affected 
municipalities to mitigate the impacts of the fisheries on the provision of local 
services.

Bill Number: HB 456
SB 512

Status: CSHB 456 (C&RA) is awaiting a hearing in House Finance
Committee. SB 512 is waiting for a hearing in Senate Resources.

Actioi. Needed: Passage of HB 456.

REPORTING OF REAL PROPERTY TRANSACTION VALUES

The League supports legislation requiring that real property transaction values be 
reported and that this information be made available to municipalities.



The Alaska Municipal League supports establishment of a program to share 
fisheries business tax proceeds from offshore processors with affected 
municipalities to mitigate the impacts of the fisheries on the provision of local 
services.

Coastal municipalities must provide additional governmental services because of 
the impact of seafood processors, both within and outside municipal boundaries. 
It is important that tax receipts from all types of processors be shared with the 
municipalities affected by their operations.

Under the provisions of AS 43.75, Fisheries Taxes, all processors must pay a 
fisheries business tax to the State. Only the portion of the tax collected as a result 
of processing activity that takes place within municipal boundaries is shared with 
municipalities. This is intended to help offset the demands on local services 
resulting from the influx of people, demand for utilities, increased use of health 
facilities, additional call for law enforcement, and other impacts that result from the 
fish harvesting and processing activities. The formula for distribution of these tax 
revenues is based on the revenue generated from fisheries business operations 
occurring within municipal boundaries. The municipalities get 50 percent, and the 
State retains 50 percent. Shared fisheries tax revenues are a substantial source 
of revenue for many local governments: in FY 89, for example, 53 municipalities 
received over $15.7 million, with shares ranging from as little as $52.50 to over 
$1.7 million (Bristol Bay Borough and Kodiak Island Borough).

Current statutes provide that the revenue generated from fish processing plants 
located outside municipal boundaries goes entirely to the State and is not shared 
with local governments, in spite of the fact that the activities of these processors 
do impact local governments. Many municipalities have to provide additional 
sen/ices as a result of offshore processing operations outside their borders, for 
instance health services, garbage hauling, and expanded law enforcement 
activities. These impacts can be significant to municipalities and their taxpayers, 
especially in proportion to the level of service provided to their permanent 
municipal population. However, the State, which does not provide services at the 
local level, receives the tax receipts from the processors operating outside 
municipal boundaries.

In FY 1989, the total tax liability of processors was $41.3 million. Of this, $31.4 
million was attributable to processing activity that took place within municipal 
boundaries (resulting in a $15.7 million distribution to municipalities). The balance, 
$9.9 million, was attributable to processors operating outside mun'cipalities and



was retained by the State. If this had been shared 50/50 with affected 
municipalities, local governments would have received up to $4.95 million to help 
mitigate the additional costs of providing services to processors and their 
employees.

The League supports a program that would share the fisheries business tax 
revenues generated from processors located outside municipal boundaries with 
those communities that can demonstrate an effect on municipal operations 
resulting from the processors’ activities. During FY 86, the Department of 
Community and Regional Affairs conducted a pilot project to allocate revenues 
from offshore processing activities to municipalities, and legislation (HB 314/SB 
454) was introduced in 1988 that would have made such a program permanent. 
The impact of offshore processors on local government operation is, if anything, 
increasing, and municipalities, which must provide services to such processors, 
should be given a share of the revenue received by the State from them.

NOTE: Senator Zharoff is planning to introduce legislation (copy attached) that 
would establish a program to share fisheries business tax revenue collected from 
processors outside municipal boundaries with affected municipalities.
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The Department of Revenue, Income and Excise Audit Division Is responsible 
for enforcement and collection of the Fisheries Business Tax, also known as 
the raw fish tax, under AS 43.75. The tax 1s generally levied against fish 
processors engaged In processing raw f1sh products 1n the state. The tax Is 
also collected from fishermen and others who export f1sh out of the state In 
an unprocessed form. The rate of tax varies depending upon the type of 
processing conducted, the species of f1sh processed, location of the fish 
caught or the method used to catch the fishery resource. Revenues from the 
fisheries business tax are placed 1n the general fund. One-half of the tax Is 
shared back to cities and boroughs 1n which the processing activities 
occurred. Chart #3 Illustrates our present f1sh tax collection and 
distribution and Is more fully discussed at the end of this report.

Recently, the Alaska legislature directed that the department Increase Its 
level of f 1sh tax and license compliance and approved Increases In the 
division's budget to enhance Its tax compliance activities in the fish tax 
area. The request for enhanced compliance has also been recently echoed by 
the Alaska Municipal League, Legislative Audit and the former House Research 
Agency. As late as 1982 the division had audit and compliance personnel In 
Fairbanks and Juneau and twice the staff 1t now has In Anchorage. Due to 
budget cutbacks and the partial reallocation of resources to oil and gas 
audit, Fairbanks and Juneau offices were closed. Audit and compliance 
activities 1n fisheries, mining and to some degree motor fuel tax was 
curtailed. In FY88 and FY89 the governor requested and legislators 
appropriated additional resources to the division to Increase compliance 
specifically 1n the area of fisheries taxes. This Initial report 1s designed 
to give the reader a historical perspective of f 1sh tax collection efforts and 
focus attention on the need for additional resources to ensure that the fish 
processing Industry pays Its fair share of taxes to the state.

Fish Tax Task Force

On June 16, 1988 the division established a f 1sh tax compliance task 
forre. The general purpose for the task force was to Increase tax collections 
and compliance with f 1sh tax laws through 1n-f1 eld audit examinations, 
Increased visibility of department personnel on the fishing grounds, and 
enhanced communications with Industry and civic leaders 1n the state's 
fisheries hot spots.

Several objectives for the force were established and were accomplished. 
These Included:

1) Coordinating efforts with F1sh and Wildlife Protection and the 
Department of Fish and oame; *

2) Establishing a Fish Tax evasion hotline;
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3) Implementing the exchange of information program with the cities and 
boroughs affected by revenue sharing;

4) Increasing In-field activities Including vessel boardings and field 
audits;

5) Utilizing public service announcements, and using radio, newspaper and 
television to advertise our presence In the fishing community and our 
determination to collect appropriate fish taxes due the state.

Juneau Audit & Compliance Unit

In conjunction with the task force, the division has also reallocated 
resources to establish a tax audit and compliance unit In Southeast Alaska.
By April 1, we anticipate having on staff a supervisor, two auditors and a tax
examiner to coordinate the f1sh tax audit and compliance activities In
Southeast Alaska, Kodiak, the Aleutians and Prlbllofs. Staffing problems have 
delayed the formation of the group, but recent hirings have put us 1n good
shape going Into the 1990 fishing season.

Heasurinq Performance

The division Is given limited funding 1n which to perform Its 
legislatively mandated functions. The division 1s required to administer 
twelve different tax programs In addition to five shared tax and license 
programs along with the unclaimed property program. Consequently, It Is 
required to allocate Its resources to ensure compliance with every tax law It 
administers. How those resources are allocated depends In large measure on 
the level of compliance presently existing and the anticipated Increase 1n 
state revenues that audit activities may bring.

Two factors led the Governor and legislature to place additional resources 
1n this division specifically to address fisheries tax Issues. First, was the 
perception that voluntary compliance was low as a result of several years of 
limited audit activities. Second, the Americanization of the Bering Sea 
bottomflsh Industry has resulted 1n an Increase 1n the number of fishermen and 
floating processors having contact with Alaska's ports, and the development of 
additional shoreslde processing capacity. The potential for tremendous 
volumes of f 1sh coming near shore or onshore for processing also dramatically 
Increased. With the majority of this activity taking place In remote areas of 
the state, voluntary compliance was anticipated to be low.

Beginning 1n fiscal year 1988 and continuing through 1989, the division 
has Increased Its audit activity and its visibility on the fishing gfounds. 
Staff have visited the lucrative Sitka herring fishery, Valdez, Kodiak, Kenai 
Peninsula, Bristol Bay, Port Moller, Dutch Harbor and St. Paul. At each site 
vessels were boarded and other enforcement and data gathering actions were 
taken. In terms of dollars and cents these efforts have proven highly 
successful. Chart #1 compares the value of tax assessments and adjustments 
made to tax returns over the past 6 years, with the administrative costs we



have allocated to conduct compliance activities. In FY89, the last complete 
year In which statistics are available, nearly $1.5 million 1n adjustments to 
fish taxes were made. Less than $200,000 was expended to generate that tax, 
for a 7 to 1 return. In FY90, assessments have already outdistanced FY89's 
results with nearly half the year yet remaining. Costs to administer the 
program have Increased. However, we do not believe we have reached the point 
oV diminishing returns. In fact, we have more complaints, leads, anonymous 
tips and requests from other agencies than we have staff to handle them.

The trend for f 1sh tax revenues Is up over the past 3 years and most agree 
there Is no sign of the fishing boom leveling off 1n the near future. Chart 
#2 Illustrates the significant Increase In f 1sh tax collections from FY87 
through FY89, matching the dramatic rise 1n the value of Alaska fish harvest. 
The division's resources are being seriously challenged to keep up with the 
boom. The large numbers of floating processors moving Into many new areas 
such as the Pr1b1lofs, and outer reaches of Alaska'a Western shores are 
creating new compliance problems. We do not have the personnel to be on site 
for all Important fisheries. High travel costs to those remote areas are 
stretching our budget resources even further.

Disposition of Raw Fish Tax

As with many of the tax types administered by this department, much of the 
raw fish tax revenues which would otherwise flow to the general fund 1s either 
shared with communities Impacted by the fishing Industry or donated back to 
the f 1sh processors 1n the form of tax credits. Total f 1sh tax take before 
revenue sharing and credits has risen from $18 million 1n FY 85 to a record 
$41.4 million 1n FY 89. In that same time frame general fund revenues 
available for appropriation actually has declined from a high of $18.3 million 
In FY 87 to $11.0 million 1n FY 89.

The decline 1n general fund revenues Is attributed tc two causes. The 
Department has worked much more closely with local communities and floating 
processors to ensure that revenue generated In those municipalities Is 
properly shared. Secondly, beginning 1n FY 88 f1sh processors were entitled 
to deduct from their fish tax liability a credit for expenditures made to 
const,uct, Improve, or Increase the quality or capacity of their shorebased 
processing operations. In FY 88 and FY 89 these credits have reduced general 
fund revenues by over $21 million. Chart #3 Illustrates the disposition of 
raw fish tax from FY 86 through FY 89.

* V
*•



A s s e s s m e n t s  v s  C o m p l i a n c e  C o s t
( Fisheries )

F Y  1 9 8 5  

F Y  1 9 8 5  

F Y  1 9 8 7  

F Y  1 9 8 8  

F Y  1 9 8 9  

♦ F Y  1 9 9 0

1 . 5  1 0 . 5

M i l l i o n s  O f  $

0 0 . 5  1 1 . 5

M i l l i o n s  o f  $

A s s e s s m e n t s  C o m p l i a n c e  C o s t s

♦The costs and assessments are forone half year only. CHART 1 DEPT. OF REVENUE
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S h a r e d  R e v .  

,6 7 6 ,5 5 4

F ish  T a x e s  
F Y  1 9 8 9

F ish  T a x e s  
F Y  1 9 8 8

S h a r e d  R e v .  

,110

G e n .  

$ 1 8 ,3 4 8 ,5 0 0

F ish  T a x e s  F ish  T a x e s
F Y  1987 C H A R T  3  F Y  1 9 8 6

DOR
1 - 3 1 - 9 0

G e n .  

$ 1 4 ,3 4 8 ,0 2 0
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