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| F U L L -T I M E 1 0 | 0 1 0 1 0 1 0 1 0
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1 T E M P O R A R Y 1 0 1 0 1 0 1 0 1 0 1 0
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A NA LYSI S: ( Att ach  a s ep a r a t e  page if necessary)

P re par ed By: Ste v e n  E. Kettel

Division: Inco me and Ex c i se  Audit

'tp ,
A p p r o v e d  by C om m i ssi one r: Hugh Mal on e
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HB 33

Pr epared by: S t e v e n  E. Ketiel

MaiJh 15, 1989

BILL A NA L Y S I S

The pr e s e n t fish tax cre di t p r o g r a m  has been w i d e l y  uti l i z ed  by the 

shorub ase d f i s h e r i e s  p r o c e s s i n g  industry. Ne arl y $ 8 0  m il l io n  in 

shoreb ase d i n v e s t m e n t  has been p r o p os ed  since 1986 an d the D e p a r t m e n t  

continues to a p p r o v e  a ddi tio nal  mi ll io n s  in p r op os e d  e x p e n d i t u r e s  each 

m o n t h .

Actual tax credit s taken to d a t e  total $6.7 m il li o n  This re pre se nt s  

credits for e x p e n d i t u r e s  m a d e  in 1987 only. 1988 e x p e n d i t u r e s  and the 

c o rr e s p on di n g  c r e d i t s  will be c l a im ed  by the end o f  M ar ch  1989. Due to 

higher than e x p e c t e d  r etu rns  in some salmon f i s h er i e s ,  and hig h e r  prices 

for m a n y  species, we a n t i c i p a t e  both an increase in fi s h  tax c o l l e c t i o n s  * 

for 1988 and a c o r r e s p o n d i n g  inc rea se in fish tax c re d i t s  claimed.

FISCAL IMPACT O F  HB 33

We p r o j ec t that fi s h  p r o c e s s o r s  will con tin ue to take a d v a n t a ge  o f  this 

p r o g r a m into the 1 9 9 0 ' s . The a t t a c h e d  sc hedule a n t i c i p a t e s  that by 

e xp andi ng the n u m b e r  of y ea r s  that capital e x p e n d i t u r e s  will gi ve  rise to 

tax credits, an e s t i m a t e d  $ 6 3 . 2  mi ll io n  in general f und:  ma y be lost. To 

calc ula te this im p a c t  we have m a d e  several broad a s s u mp ti o n s .

1) E x p e n d i t ur es  will level out to $40  m i l l i o n  per year f or  each 

additional y e a r  of  the program.

2) The fis h tax c o l l e c t i o n s  will increase 10% in FY89 and 5% 

t h e r e a f te r b a s e d  upon i n c r e a s e d  p r o d u c t  c a p a c i t y  and p r o d u c t i v i t y  

through capital e xpan sio n.

3) We ass um e  that the last tax y e a r  for w h ich  c r edi ts will be 

g ra nte d is 1995.

D EP AR T ME N T  P O S I T I O N  S T A T E M E N T

The D e pa r t m e n t  o f  R eve nue  o p p o s e s  this l eg isl ati on for  the f o l lo w i n g  

reasons:

1) As the fiscal note re po rt s ,  this l e g is l a t i o n has substantial 

impact on general fund re venues.

2) This l e g is l a t i o n  does n o t  m a n d at e municipal p a r t i c i p a t i o n .  The 

D e p a r t m e n t  f av or s  an a m e n d m e n t  r eq ui rin g cit ie s and b o r o ug hs  w hi ch 

b en efi t f r o m  the capital e x p a n s i o n  to give up a port ion  o f  their 

r e v e n u e s .

3) A ft er  the initial capita l e x p an si o n  which was e n co u r a g e d  by this 

program, the D e p a r t m e n t  b el ie ve s  that man y o f  the e xp e n d i t u r e s  will 

be made r e g a r d l e s s  of  w h e t h e r  a cred it is o ff e r e d .



T A X  YEAR 

FISCAL YEAR

PROJECTED REVENUE IMPACT 

FISHERIES BUSINESS TAX CREDIT (AS 43,75.032)
($ in millions)

EXISTING CREDIT PROGRAM PROGRAM UNDER IIB33

1987 1988 1989 1990 1991 1992 1993

1988 1989 1990(a) 1991 1992 1993 1994 TOTAL

APPROVED

EXPENDITURES 55.5

CREDIT

AVAILABLE 27.7

CREDIT APPLIED 

(REVENUE LOSS) 6.7

UNUSED CREDIT 21.0

CREDIT AVAILABLE

F OR CARRYFORWARD 21.0

62.4 38.4 40.0 40.0 N/A N/A 236.3

31.2 19.2 20.0 20.0 N/A N/A 118.1

11.0 11.8 12.4 13.0 13.7 13.7

20.2 7.4

FISHERIES TAX

LIABILITY BEFORE

CREDIT APPLIED 29.2 (b)32.1

FISHERIES TAX 

LIABILITY AFTER 

CREDIT APPLIED(c) 22.5

'.6 7.00

41.2 48.6 56.2 63.2 49.5 35.8

82.3

33.7 35.4 37.2 39.0 39.0 245.6

21.1 21.9 23.0 24.2 25.3 25.3 lc3.3

STEVEN E. KETTEL 

INCOME & EXCISE AUDIT 

M ARCH 13, 1989

PREPARED BY:

(a) TY 1989 expenditures to 3/10/89 amount to 18.4 million. Balance of calendar year expenditures at 20 

million. TY 1990 through 1991 annual expenditures estimated at 20 million per year.

(b) Tax liability is a n  estimate based on an increase in resource value and production. Fisheries 

Business tax returns are due March 31 of the following year. The rate of ii.crease is estimated at 5% to 

FY 1993 and remained constant through F Y  1994.

(c) General fund receipts after revenue sharing:

1987 1988 1989 1990

1988 1989 1990 1991

7.9 5.0 5.~ 5.3

1991

1992 

5.6

1992

1993 

5.8



January 20, 1900

The H o n o r a b l e  Ben G r u s s e n d or f 

S p e a k e r of the House 

P.O. Box V 

Juneau, AK 99011

Dear Mr. Speaker;

The f o l l o w i n g is a report of the F isheries B usi n e ss  Tax Credit 

Program. In a c c o r d a n c e  w i t h  AS '13.75.034 the Ala sk a D ep ar tm e n t  of Reven ue 

mus t p r ese nt a report not later than the 15th da y of the  leg isl ati ve 

session on the Fish eri es Business Tax Credit P r o g r a m  u n d e r  AS 43 .75.032. 

The s p r e a d s he et  a tt a c h e d  gives the details of the  e s t i m a t e d  e xpe nd it u r e s  

w h i c h  have been a p p r o v ed  for the credit.

Total e x p e n di t u r e s a p p r o ve d for the 1987 ca le n d a r  y ea r were 

$50, 854 ,56 4. Total e xp e n d i t u r e s  de n i e d we re  $ 3,3 12, 339 . Generally, 

e x p e n d i t u r e s  denied w e r e  m ad e  b ef o r e  the e f f e c t i v e  date, or were being 

c laim ed by f loa tin g fish  process ors . The e st i m a t e d  e x p e n di tu r e s  a ppr o v ed  

in a dv an c e  by the D ep ar t m e n t  of R ev e n u e  w e r e  for the fo ll ow i n g  types of 

e qu i pm en t  and facilities;

1. Plant m o d i f i c a t i o n s  and f a c i l it y u pgrading;

2. Baa de r f il le tin g s k in n i n g  ma chines;

3 . - ice houses and r e f r i g e r a t i o n  equipment;

4. n e w  and r e p l a c em en t  of v ari ous  pumps and c a n ne ry  equipment;

5.' b ot t o m f i s h  and surimi p ro c e s s i n g  e qu ipm ent ;

6. forklifts, loaders, cranes, booms, etc.

The inc r e as e in p r o c e s s i n g  c a p a c i t y  and e m p l o y m e n t  a re d i f f i c ul t  to 

m e a s u r e  at this point as the se exp end it ur e s  h ave received only a t e n t a t i v e  

approv al in m an y  cases and the e x p en di c u r e s  have not yet been  made. T he  

1987 tax year is the first year the credit is a v a i l a b l e  so the tax credi ts 

ha ve  not b een claimed on a return. T ho s e  returns are not due until M ar c h  

31, 1988.

The total reve nue  the S tat e r ece ive d from the F is he r i e s  B usiness Tax 

returns (AS 43.75) lor FY 87 a m o u n te d to 527,267,450. Th e m i n i mu m  

poten tia l c r edi ts w hi ch  m a y  offset t hese revenues over the next three
years based cn a p p l i c a t i o n s  ap pro ved  to date arc;

FY 8 8 FY 0 9 FY 90

M i n i m u m  E s t im at e d  R e v e nu e Loss $ 13 , 600 ,00 0 $ 1 3, 6 0 0 , 0 0 0  $ 2 , 2 0 0 , 0 0 0



The Honorable Ben Grussendorf
January 20, 1908
Page 2

Approval of additi ona l e xp en d i t u re s for c r e d i t  in 1988 and 1989 will 

u n do ub te d l y  I ncr ea se  t hese estimates.

HM :JH rsp

88-14



January 20, 1989

T h e  H o n o r a b l e  S a m  Cotten 

S p e a k e r  of the House 

P. 0. Box  V 

Junea u, A K  99811

Dear Hr. Sp eak er:  . ' ,

T h e  f o l lo wi n g  1s a report of the Fish eri es Bus i n e s s T a x  Cr edi t Program.

In a c c o r d a n c e  w i t h  AS 4 3 . 7 5. 03 4  the A la s k a  D e p a r t m e n t  of R e v e n u e  m u s t  p r e se nt  

a rep ort  not later than th e 15t h da y of the l eg i s l a ti ve  s es si o n  on the 

F i s h e r i e s Bus ine ss Tax  C r e d i t  P r o g r a m  u nd er A S  43 .75.032.

This  p r o g r a m  a ll ows  f is her ies  b us in es se s  to r edu ce  their t a x  liability by up 

to 5 0%  each year over a t h re e year period. This  1s a t e m p o r a r y p r o g r a m  w h ic h  

a l l o w s  for capital e x pe n d i t u re s m a d e  1n ta x years 1987 t h r oug h 1989 to be 

c la im ed  as c red its  on tax returns t h rou gh tax ye ar  1991.

Q u a l i f y i n g  expenditures, m us t  be app rov ed by the D ep ar t m e n t  of Reven ue in 

a d v a n c e  and m u s t  "i ncrease p r oduc t diversi ty,  or p r o d u c t i o n  e f fi c i e n c y  and 

capa cit y, or improv e prod uct  quality, at a s h o r e - b a s e d  fish eri es bus iness 

f a ci li ty  in the state, or c o nt r i b u t e  to the d e v e l o p m e n t  of a c o o p e r a ti ve  

s e afo od Industrial park 1n the state" ( AS 4 3 . 7 5 . 0 3 2 ( a ) ).

The m u n i c i p a l i t y  1n w h i c h  the capital i mp ro vem ent s a r e  m a d e  m a y  grant the 

f i s he ri e s  bus ine ss an a dd iti ona l cre d i t of 25%. This reduces the 

m u n i c i p a l i t y ' s  share of the tax that they w ould  o rd i n a r i l y  receive. The total 

c r e d i t  taken a g ain st the bus i n e s s ta x l ia bi lit y each year still may not  exceed 

50%.

The a t ta c h e d  s p read she ets  giv e the d et a i l s of t h e  es t i m a te d e xp en d i t u re s 

a p p r o v e d for tax cre dit  In 1988 and the actual cr ed i t s  t ake n for 1987. Total 

e xp e n d i t u r e s  a ppr ove d for the 1988 c a le n d a r  year w e r e  5 62, 484 ,038.00. Total 

e xp e n d i t u r e s  de nie d w e r e  $ 8, 7 81, 373 .00 . General ly,  d enia ls wer e for 

e x p e n d i t ur es  m a d e  prior to approval f r o m  the Department, or for  e xpe nd it u r e s 

that did not q u ali fy for the credit. Actual c re di ts  taken ag ai ns t  1987 taxes 

w h i c h  d i r e c t l y  reduced FY8 8 S ta te  revenues t o t al ed  $6,714,7 93. 00.

The e xp e n d i t ur es  w er e  m a d e  for the f o ll owi ng types of e qu ip m e n t and 

f ac ilities:

p la nt m o d i f i c a t i o n s  and f aci lit y upgrades;

Baad er f illeting s kinning machines;

1ce houses and r e f r ig er a t i o n  eq uipment;

new and r e p l acem ent  of various pumps and c a n n er y equipment;

b o t t o m fi sh  and surlmi pr oce ss in g  equipment;

forklifts, loaders, cranes, booms, etc.



The H o n o r a b l e  Sarn 'Cotten 
Ja n u a r y  20, 1989 •

Page 2 ' .

• O ne c it y  g ra n t e d  the a dd i t i o na l c r e d i t  a v a i l a bl e  for mu ni c i p al  ' \

p a r t i c i p a t i o n  in 1987. This di d not  re d u c e  the c it y ' s  s h a re  of t he tax * 

b ec a u s e  the tax  li ab il i t y  did n ot  exce ed th e am o u nt  of cre dit  a l r e a d y  g r ant ed 

by the state. In 198 8 three ci tie s p a r t i c i p a t e d  b y  g ran ti ng  c r e d i t  to fo u r  \ 
p r o ce s s o r s .  ‘ • • • • • :

■* . . • 1 * • » ? *■ %f ,  .. » - *...* », • " . * * * ? *

To d a t e  no b u s i n e s s  has s o ug h t  a ppr ova l of a c r e di t  f o r  c o n s t r u c t i o n  of an 
i nd ust ria l seafo od park. . .. •

If y o u  ha v e  a ny  f u r t he r que st io n s ,  p l e as e  let us know. ■ • ’

Siqcerel:

t  .. ■

■1a lone

C o m m i s s i o n e r  of R e venu e

V ,  - : , y

H M : S K : m g a

E n c l o s u r e s

8 9- 16



.  . .  - *, ..-«i Hwiti»at)L4.t ENCLOSURE I

t t l l l l l l l l l  l i l t  l l l l l l l l l l l l t l l l t l l l H M I t l l l l l l l l l l l l M t l l l l l l l l l l l l l l l l l / H I U I I I I I I I I I  Mi l l
e i P C H O L O C A T I O N  Of C l P E N A I t U A E  ANT TOTAL P O I E N T I A l 19 8 7  O J A L I f T I N S A C I U A l  C R E D I T C R C O I I  T A K E N  P E N A D J U S T E D  C R E D I T M U N I C I P A L P O I E N I I A l  W A I O V L A

T E A R f A C 1 L 1 I T A P P R O V E D w o n T J P E N 0 I 1 U R E S A V A I L A B L E R E T U R N A P P L I E D P A R T I C I P A T I O N a v a i l a e l e

1 111 It 1 1 1 1 1 1 1 1 1 1 1 11 11 1 1 1 11 1 1 1111! 1 1 1 1 1 1 1 11 1 1 1 1 1 1 1 * 1 1 1 I I 111 > 1111 i 1 1 1 1 1 1 1 1 1 1 1 1 1 1 3 1 1 1 1  ■ 1111:11 ■ 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 11 1 1 1 1 1 1 1 1 1 1 1 11 * 1 1 1 1 11 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1* 1 1 1 1 1111 * 11

19 8 7 A K U T A N * 7 0 0 , 0 0 0 . 0 0 * 1 0 0 , 0 0 0 . 0 0 1 0 . 0 0 1 0 . 0 0 * 5 9 , 0 3 1 . 1 8 4 0 . 0 0 1 0 . 0 0

19 8 7 A V U I A N ( 1 3 , 1 8 9 , 0 0 0 . 0 0 1 6 , 8 4 * , 0 0 0 . 0 0 • 0 . 0 0 4 0 . 0 0 * 0 . 0 0 ( 0 . 0 0 * 6 , 8 4 4 , 0 0 0 . 0 0

I*e7 A l l T A X 1 1 7 0 , 0 0 0 . 0 0 1 1 0 , 0 0 0 . 0 0 • 1 9 1 , 7 3 7 . 0 0 1 ) 8 , 3 1 1 . 0 0 * 1 3 9 , 7 5 1 . 0 2
•

1 9 6 7 C H I G N I K ♦ 3 3 1 , 3 0 0 . 0 0 1 1 7 5 , 7 3 0 . 0 0 * 2 7 0 , 0 2 1 . 0 0 1 1 4 3 , 0 1 0 . 5 0 • 1 5 7 , 3 1 5 . 5 0 1 1 4 5 , 0 1 0 . 5 0 • 0 . 0 0

1 9 8 1 C O R D O V A • 9 3 0 , 8 2 1 . 0 0 ( 4 7 5 , 4 1 3 . 0 0 * 8 1 9 , 1 7 2 . 0 0 1 4 3 4 , 3 6 1 . 0 0 * 7 1 7 , 2 9 3 . 0 0 4 2 1 7 , 2 9 3 . 0 0 * 7 1 7 , 2 9 3 . 0 0  •

14 E 1 C O R D O V A * 9 6 3 , 4 2 9 . 0 0 * 1 8 2 , 9 1 4 . 3 0 • 7 1 5 , 9 2 0 . 6 3 4 * 8 2 , 9 1 4 . 3 2 • 1 7 7 , 3 ( 0 . 3 9 4 3 2 7 , 3 ( 0 . 3 9 * 1 5 5 , 4 2 1 . » J

14 8 7 C O R D O V A • 3 8 2 , 1 4 7 . 0 0 1 1 9 1 , 3 2 3 . 3 0 * 1 8 1 , 2 0 1 . 0 0 * 1 9 3 , 1 0 3 . 0 0 1 9 1 , 3 1 0 . 0 0 * 9 1 , 3 1 0 . 0 0 4 1 0 1 , 7 4 3 . 0 0

1 9 8 7 C R A I G 4 3 8 3 , 0 0 0 . 0 0 1 1 9 2 , 5 0 0 , 0 0 • 4 7 3 , 0 / 1 . 1 1 1 2 4 1 , 9 3 3 . 3 8 ( 1 7 , 0 1 1 . 8 8 • 1 7 , 0 7 8 . 3 1 • 1 7 9 , e 5 J . 0 7

•1 9 8 7 E K U K 1 4 3 3 , 1 4 3 . 0 0 4 2 1 7 , 8 2 2 . 3 0 1 1 0 8 , 2 0 3 . 0 0 4 1 0 4 , 1 0 1 . 3 0 4 9 1 , 9 1 4 . 3 0
f

1 9 8 7 E I C U R S I O H  INLET 4 2 9 2 , 2 3 7 . 0 0 1 1 4 1 , 1 1 8 . 3 0 4197,.'35.00 * 1 4 3 , 5 6 7 . 5 0 1 9 3 , 4 7 7 . 5 5
$ a

1 9 8 1 H O O K A H 1 1 9 3 , 3 1 3 . 0 0 4 9 7 , 7 5 7 . 5 0 * 1 4 7 , 4 2 0 . 1 2 4 1 / 4 , 7 1 4 . 3 1 4 4 7 , 7 1 5 . 9 0 • • 7 , 7 1 3 . 7 0 4 1 7 7 , 4 1 8 . 1 1

1 9 8 1 J U N E A U * 3 , 0 0 0 . 0 0 4 1 , 5 0 0 . 0 0 * 4 , 0 8 4 . 0 0 4 2 , 0 4 2 . 0 0 1 2 , 1 4 1 . 9 8 * 2 , 0 * 2 . 0 0 4 0 . 0 0

1987 J ' N E A U 1 1 , 3 0 0 . 0 0 4 7 5 0 . 0 0 4 1 , 6 7 0 . 9 1 * 0 3 9 . 4 9 1 6 3 9 . 4 8 • 8 1 9 . 4 8 1 0 . 0 0

19 8 7 M i S l l C F 1 1 9 0 , 0 0 0 . 0 0 • 9 5 , 0 0 0 . 0 0 • 1 9 0 , 0 0 0 . 0 0 • 9 5 , 0 0 0 . 0 0 ( 2 3 , 4 3 1 . 0 0 1 2 3 , 5 2 7 . 0 2 4 1 9 , 4 7 2 . 9 0

1 9 8 1 K E H A I ( 3 3 0 , 8 1 0 . 0 0 * 2 7 5 . 4 0 5 . 0 0 • 2 7 7 , 2 0 3 . 0 0 • 1 3 0 , 1 0 1 . 3 0 4 2 1 , 4 / 0 . 7 2 * 2 1 , 4 7 0 . 7 2 * 1 0 4 , 5 0 0 . 1 9

1981 K E N A I * 2 3 4 , 4 0 0 . 0 0 4 1 1 7 , 2 0 0 . 0 0 • 2 4 1 , 3 4 9 . 1 1 • 1 2 0 , 1 7 * . 8 1 1 1 0 3 , 3 1 9 . 0 0 * 1 0 3 , 3 1 9 . 0 0 4 1 7 , ! ; i . O O

1981 V E N A 1 * 4 9 , 5 3 3 . 0 0 1 2 4 , 7 7 1 . 5 0 1 4 9 , 8 0 3 . 3 4 1 2 4 , 9 4 1 . 1 7 4 2 4 , 7 7 1 . 1 7 1 7 4 , 7 7 1 . 1 7 1 0 . 0 0

1 9 3 1 K E H A I 4 8 8 , 4 0 0 . 0 0 * 4 4 , 2 0 0 . 0 0 4 8 9 , 4 0 0 . 4 7 * 4 4 , 2 0 0 . 2 4 * 1 5 , 0 4 4 . 3 0 • 1 5 , 0 4 4 . 3 0 • 2 9 , 1 5 5 . 9 3

1987 K E N A I 4 3 8 3 , 5 0 0 . 0 0 * 1 9 1 , 7 5 0  00 • 3 8 3 , 5 0 0 . 0 0 1 1 9 1 , 7 5 0 . 0 0 4 1 5 7 , 0 4 2 . 2 6 ( 1 5 7 , 0 4 2 . 2 1 * 3 * , 7 0 7 . 7 4

193* K E H A I ( 9 6 , 1 2 9 . 0 0 * 4 8 , 3 1 4 . 5 0 * 1 1 9 , 9 1 1 . 0 0 • 5 9 , 9 8 3 . 0 0 1 2 4 4 , 2 0 1 . 7 2
•

19B1 K E T C H I K A N 1 7 3 1 , 1 9 9 . 0 0 1 3 1 5 , 8 4 9 . 3 0 * 7 3 1 , 6 9 9 . 0 0 • 3 1 3 , 0 4 9 . 5 0 1 9 7 , 0 7 2 . 8 5 4 9 7 , 0 7 7 . 8 5 • 7 1 8 , 7 7 6 . 1 )

1 9 8 1 K E T C H I K A N ( 5 3 8 , 2 2 1 . 0 0 • 2 7 9 , 1 1 0 . 3 0 • 7 9 7 , 3 ( 7 . 0 0 1 3 9 8 , 1 7 3 . 5 0 * 1 9 7 , 0 7 1 . 0 0 1 1 9 / , 0 7 1 . 0 0 • 2 0 1 , 6 0 3 . 0 0

1981 K E T C H I K A N • 1 , 1 1 0 , 0 0 0 . 0 0 1 5 8 0 , 0 0 0 . 0 0 P E N D I N G • 0 . 0 0 * 3 8 0 , 0 0 0 . 0 0  •

1987 K E T C H I K A N ( 1 0 3 , 3 3 7 . 0 0 ( 9 1 , 1 1 8 . 5 0 4 2 6 3 , 9 7 1 . 0 0 ( 1 3 1 , 9 8 8 . 0 0 • 3 7 , 5 7 1 . 9 3 • 9 7 5 , 3 2 7 . 4 0 • 1 7 , 1 2 9 . 5 2

19 8 7 K I N G  C O V E • 2 , 5 0 0 , 0 0 0 . 0 0 ( 1 , 2 5 0 , 0 0 0 . 0 0 > 0 . 0 0 * 0 . 0 0 * 9 0 , 0 0 0 . 0 0 • 8 0 , 0 0 0 . 0 0  II * 1 , 2 5 0 , 0 0 0 . 0 0

1 9 6 1 K O D I A K 1 1 5 3 , 9 1 6 . 0 0 • 3 2 1 , 9 5 8 . 0 0 P E N D I N G • 0 . 0 0 * 3 2 6 , 9 5 0 . 0 0  •

19 9 1 K O D I A K * • , 2 2 1 , 1 3 3 . 1 5 • 2 , 1 1 3 , 3 1 1 . 8 3 • 4 , 2 2 1 , 1 3 3 . 1 5 • 2 , 1 1 3 , 3 1 1 . 8 3 • 4 1 0 , 1 5 1 . 3 0 * 4 1 0 , 1 5 1 . 3 0 1 1 , 7 0 3 , 1 1 3 . 5 3

1 9 8 1 K O D I A K * 2 , 0 9 1 , 9 9 4 . 0 0 ♦ 1 , 0 * 5 , 9 9 2 . 0 0 * 0 - 0 0 * 0 . 0 0 4 0 . 0 0 4 0 . 0 0 * 1 , 0 4 5 , 9 9 7 . 0 0

19 8 7 K O D I A K ( 5 4 0 , 0 0 0 . 0 0 * 2 7 0 , 0 0 0 . 0 0 1 2 5 4 , 3 0 9 . 4 7 1 1 2 7 , 1 5 4 . 7 4 * 1 4 0 , 2 0 3 . 3 3 ( 1 4 0 , 2 0 5 . 3 3 1 0 . 0 0

19 8 7 K O D I A K 1 1 1 0 , 4 3 0 . 0 0 1 6 0 , 2 1 9 . 0 0 4 1 3 9 , 7 7 0 . 1 9 • 1 9 , 8 9 5 . 1 0 4 1 9 , 0 0 0 . 2 1 ( I B , 4 7 8 . 0 0 4 0 4 . 6 9

1 9 8 7 K O D I A K • 1 , 1 1 0 , 0 8 7 . 4 0 * 5 5 9 , 0 4 3 . 7 0 * 1 , 3 1 6 , 2 0 4 . 9 2 * 1 3 9 , 1 0 2 . 4 1 4 3 1 9 , 4 3 5 . 2 5 • 3 1 0 , 7 3 5 . 2 5 1 3 4 0 , 1 1 7 . 2 1

1 9 8 7 K O D I A K ( 1 , 4 7 2 , 5 2 7 . 0 0 • 7 3 1 , 2 1 3 . 3 0 • 1 , 4 7 2 , 5 2 7 . 0 0 * 7 3 1 , 2 1 3 . 5 0 ( 1 9 0 , 9 4 8 . 7 1 4 1 9 0 , 9 4 8 . 7 1 * 4 5 , 3 1 4 . 7 4

1 9 9 7 K O D I A K 4 7 7 7 , 6 7 0 . 0 0 1 3 8 8 , 8 3 5 . 0 0 1 7 5 4 , 6 3 7 . 3 9 1 3 7 7 , 4 1 8 . 7 0 4 2 4 4 , 8 2 1 . 0 0 1 2 4 4 , 0 7 1 . 0 0 4 1 3 2 , 5 9 2 . 7 0

1 4 8 7 K O D I A K 4 2 3 3 , 0 0 0 . 0 0 ( 1 1 7 , 5 0 0 . 0 0 ( 4 8 , 1 4 2 . 0 7 ( 2 4 , 3 2 1 . 0 4 4 1 8 , 3 8 1 . ' 1 4 1 0 , 3 0 1 . 4 1 1 3 , 9 3 4 . 5 8

19 3 1 N A C N E K 1 3 2 , 9 4 0 . 0 0 * 4 1 , 4 7 0 . 0 0 ( 4 9 , 5 5 3 . 3 4 1 2 4 , 7 7 1 . 1 7 4 2 4 , 7 7 1 . 1 7 4 2 4 , 7 7 1 . 1 7 * 0 . 0 0

1 9 8 7 N A K N E K 1 1 9 , 0 0 0 . 0 0 1 3 4 , 0 0 0 . 0 0 1 1 3 , 0 0 1 . 0 0 • 3 1 , 5 0 0 . 5 0 * 1 9 7 , 1 1 8 . 9 7
• a

1 9 8 7 N A K N E K ( 2 3 9 , 1 2 1 . 0 0 * 1 1 9 , 5 1 3 . 0 0
•

• 0 . 0 0
» ■ a

19 8 7 N A K N E K ( 1 0 1 , 5 0 0 . 0 0 ( 5 3 , 7 5 0 . 0 0 ( 1 0 1 , 4 3 1 . 7 1 1 5 0 , 7 1 3 . 0 1 • 3 0 , 7 1 3 . 8 1 1 0 . 0 0 * 5 0 , 7 1 3 . 8 1

1 9 8 7 P E I E R S G U R S * 2 , 7 0 6 , 8 4 7 . 0 0 • 1 , 3 5 3 , 4 2 3 . 5 0 4 2 , 7 0 6 , 8 4 7 . 0 0 1 1 , 3 5 3 , 4 7 3 . 5 0
• a a

1 9 8 7 P E T E R S B U R G * 3 9 9 , 5 0 0 , 0 0 1 1 9 9 , 7 5 0 . 0 0 1 2 8 4 , 0 7 9 . 6 7 1 1 4 2 , 4 3 9 . 0 4 * 1 1 1 , 8 2 4 . 1 2 < 6 0 , 0 8 0 . 0 0 • 0 . 0 0

1 9 8 7 P E T E R S B U R G * 7 7 , 0 0 0 . 0 0 4 3 8 , 5 0 0 . 0 0 * 6 5 , 2 7 1 , 7 4 1 4 2 , 6 3 0 . 3 7 ( 4 2 , 1 3 8 . 2 7 • 4 2 , 1 3 0 . 2 7 1 0 . 0 0

1 9 8 1 P O R T  B A I L E Y 1 3 1 * , 1 5 3 . 0 0 1 1 8 2 , 3 2 1 . 5 0 1 4 5 , 9 0 1 . 0 0 1 2 2 , 9 5 0 . 5 0 1 5 7 , 7 1 3 . 8 8
a a

1 9 8 7 S. N A K N E K 1 3 1 , 1 3 9 . 0 0 * 1 8 , 3 1 9 . 5 0 * 0 . 0 0 1 0 . 0 0 * 0 . 0 0 1 0 . 0 0 1 1 8 , 3 1 9 . 5 0

1 9 B 7 S L W A R D * 1 1 8 , 0 8 7 . 0 0 4 3 0 9 , 0 4 3 . 5 0 1 1 1 8 , 0 8 7 . 0 0 4 3 0 9 , 0 4 3 . 5 0 • 1 , 5 7 3 , 1 4 3 . 1 8 • 4 1 , 5 7 3 , 1 4 3 . 1 8 1 8 9 , 3 2 3 . 8 2

19 8 7 S I T K A 1 1 2 1 , 4 2 3 . 0 0 1 1 3 , 2 1 1 . 5 0 * 2 5 , 4 2 2 . 9 7 * 1 2 , 7 1 1 . 4 9 * 1 2 , 7 1 1 . 4 9 • 1 2 , 7 1 1 . 4 9 * 0 . 0 0

1 9 8 7 S I T K A 4 3 2 4 , 2 3 1 . 0 0 1 2 1 2 , 1 2 5 . 5 0
■

4 0 . 0 0
• a ■

1967 T 0 6 I A K 1 1 3 9 , 3 9 5 . 0 0 * 6 9 , 1 9 7 . 5 0 1 1 9 , 1 9 7 . 5 0 4 3 4 , 8 4 8 . 7 5 4 ( 0 , 5 3 5 . 0 9 ( 4 0 , 9 7 0 . 4 0 1 2 8 , 7 2 7 . 1 3

1 9 8 1 U N A L A S K A ♦ 1 2 , 4 9 3 , 7 4 2 . 0 0 * 1 , 2 4 1 , 8 7 1 . 0 0 * 1 6 , 6 5 8 , 3 1 0 . 0 0 * 9 , 4 4 9 , 1 1 0 . 0 0 * 2 8 4 , 2 9 1 . 4 4 * 2 9 3 , 0 1 1 . 1 8 1 8 , 1 5 1 , 1 1 3 . 8 2

19 8 1 U N A L A S K A 1 4 2 8 , 5 3 2 . 0 0 • 7 1 4 , 2 7 1 . 0 0 1 4 2 9 , 5 5 2 . 0 0 1 2 1 4 , 2 7 1 . 0 0 4 3 7 , 7 3 2 . 2 2 • 3 7 , 7 3 2 . 2 2 1 1 0 7 , 1 3 0 . 0 0 * 2 8 3 , 1 8 1 . 7 9

1 9 8 7 U N A L A S K A • 4 5 0 , 0 0 0 . 0 0 1 2 2 5 , 0 0 0 . 0 0 4 0 . 0 0 * 0 . 0 0 1 0 . 0 0 1 0 . 0 0 * 2 2 5 , 0 0 0 . 0 0

1 9 8 1 V A L D E Z * 4 7 5 , 0 0 0 . 0 0 • 2 3 7 , 5 0 0 . 0 0 4 2 6 9 , 2 7 3 . 3 4 1 1 3 4 , 1 3 1 . 1 7 * 9 3 , 3 9 7 . 5 0 • 9 3 , 3 9 2 . 5 0 * 4 1 , 2 4 * . 1 7

1997 K R A N G E L L 4 1 9 7 , 0 0 0 . 0 0 • 9 8 , 5 0 0 . 0 0 1 1 5 1 , 8 9 4 . 0 0 4 7 8 , 4 4 7 . 0 0 1 5 4 , 7 7 8 . 5 0 * * 1 , 5 1 2 . 5 0 • 3 1 , 9 3 4 . 5 0

1 9 B 7 T A K U I A T * 1 , 2 2 4 , ' 3 5 . 0 0 • 1 1 2 , 2 1 7 . 9 0 * 1 , 7 4 9 , 7 1 7 . 2 8 l 8 7 4 , 8 5 B . i ( 1 ( 1 7 , 1 7 9 . 3 1 • 4 1 7 , 1 7 9 . 3 1 1 4 5 7 , 1 7 9 . 3 3  1

T O T A L S  * 5 5 , « 9 a , 2 o ? . 0 5  < 2 7 , 7 4 4 , 1 3 4 . 5 3  * 3 9 , 0 1 3 , 8 3 6 . 7 5  * 1 4 , 0 0 1 , 9 4 3 . 3 8

t U M E 1 A K I N E D  R E T U R N S  II G R 1 N 0 L E  R E K 0 R 1 A L  S C H O L A R S H I P  C R E D I T

*1,738,134.43 1 1 , 7 1 4 , 7 9 3 . 3 9 1 2 7 , 7 2 9 , 3 7 2 . J 5

01000102020202480101020202000002900201015302000001010101020202



LOCATION OF $ AMOUNT $ AMOUNT $ AMOUNT REASON FOR

FACILITY PENDING APPROVED DENIED DENIAL

mmiiimniiimtitmuiiitinmiitiimiiiiiitiHiinimiitittiiimiiimiimimuitiiuiumiimmiit
’»N *403.000 .00

1988 FISHERIES BUSINESS TAX CREDIT

EXPENDITURE AMOUNTS APPROVED/DENIED

AKUTAN 

ALITAK 

ANCHORAGE 

ANCHORAGE 

BETHEL 
CHI UN IK 

CORDOVA 

CORDOVA 

CORDOVA 

CORDOVA 

CORDOVA 

DILLINGHAM 

E6E6IK 

EGEGIK 

EKUK

FLOATERS

GUSTAVUS

GUSTAVUS

HAINES

HOMER

HOMER

JUNEAU

JUNEAU

KASILOF

KASILOF RVR

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KETCHIKAN

KETCHIKAN

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK ISL

NAKNEK

NAKNEK

NORTH POLE

PELICAN

PETERSBURG

PETERSBURG

FORT GRAHAM

PT BAILEY

S NAKNEK

$6,000.00

$403,000.00 

$98,000,00 

$430,000.00 

$381,600.00 

$51,000.00 

$491,643.00

$1,062,702.00

$902,100.0'

$832,802.00

$682,400.00

$26,250.00

$110,500.00

$1,836,997.00

$60,000.00

$5,050.00

$39,000.00

$239,300.00

$ 8 , 0 0 0 . 0 0
$589,000.00

$774,413.00

$381,600.00

$437,225.00

$996,553.00

$460,000.00

$1,256,450.00

$192,626.00

$241,450.00

6186,260.00

$617,105.00

$422,590.00

$1,635,000.00

$32,600.00

$1,136,600.00

$4,215,000.00

$218,800.00

$935,000.00

$450,000.00

$244,300.00

$417,075.00

$1,303,000.00

$57,140.00

$59,100.00

$1,944,600.00

$70,350.00

$124,623.00

$494,000.00

$801,480.00

$305,000.00

$23,830.00

$79,550.00

$61,650.00

$9,000.00

$14,500.00

$3,000,000.00

$42,864.00

$ 1 0 , 0 0 0 . 0 0
$364,600.00

$2 0 , 0 0 0 . 0 0
$15,000.00

$15,000.00

$18,000.00

$1,085,000.00

$189,900.00

$38,592.00

$291,300.00

NO PRIOR APPROVAL 

MESSHALL

COMPUTER

INVENTORY CONTROL/NPA

$360,000.00 FL0ATER9

$5,557.00 HO PRIOR APPROVAL

$93,707.00 VARIOUS

5KIFF/HQT0R 

RADIO EQUIP 

BUY EXISTING FCLTY

NO PRIOR APPROVAL

TRUCK/RADIO

VARIOUS

TRUCK/PHONE/PAVING

VEHICLE

COMPUTER

NO FRIOR APPROVAL 

WAREHOUSE/TRUCK OVERHAUL

COHPUTER

BUHKH0USE/HES3HALL

TRUCKVBKHSE/BULLD2R

$ 2 5 , 7 3 9 . 0 0  C OH PUT E R



1988 FISHERIES BUSINESS TAX CREDIT

EXPENDITURE AMOUNTS APPROVED/DENIED

LOCATION OF 

FACILITY
$ AMOUNT 

PENDING

SEHARD

SEWARD

SITKA

SITKA

STERLING

STERLING

STERLING

TOGIAK
TOGIAK

UNALASKA

UNALASKA

UNALASKA

VALDEZ

VALDEZ

WRANGELL

WRANGELL

YAKUTAT

$ AMOUNT 

APPROVED
$ AMOUNT 

DENIED
REASON FOR 

DENIAL

s u s s i T M t m t i M t u t t t t M t i u t t t t m m t t m t m m t t u t n t t m i t m m m t m t u m i t m m t m i t m t i M t m m m
$3,121,000.00

$1,347,472.00

$252,250.00

$80,624.00

$235,000.00

$30,969.00

$163,000.00

$605,213.00
$16,500,000.00

$5,459,500.00

$5,470,721.00

$104,000.00

$13,000.00

$747,000.00

$14,500.00 VARIOUS

$156,963.00

$1,198,740.00

$610,000.00

NO PRIOR APPROVAL

$75,000.00 OFFICE/STORE

$647,501.00 NO PRIOR APPROVAL

BUNKHOUSE

BUNKHQUSE/LOCKER RH

$9,800.00 VARIOUS

TOTALS $ 6 , 0 0 0 . 0 0 $62,484,030.00 $8,781,373.00



FISHERIES BUSINESS TAX CREDIT CALENDAR YEAR 1989 UPDATED 03/09/89

m m J i t t i i i u t i t t t t m m t t i m t m i t i t u t m i t t i m i t m t m i f t m t i m i t m i t t i t t i m i t i m t i M i i t t m t i t i t t u t

- v  * v  -

DATE TAX LOCATION OF 4 AHOUNT 4 AHOUNT REASON/ITEH
YEAR FACILITY APPROVED DENIED DENIED

UUttttltltttttUUlltltiUIUIUtflllttUtlUIUttUlttttlUltttfltTltUtttllttlltlUltttttllttltiltttlStUtttltt
11/3/EG 1989 ST PAUL ISLAND 42,527,000.00
11/10/83 1989 DRY BAY (YAKUTAT AREA) 438,000.00
11/10/88 1989 YAXUTAT 4112,200.00 445,000.00 EHPLEE SHKRS&GNERATOR
11/10/88 1989 SITKA 4133,500.00 43,000.00 COMMUNICATION SYSTEM
11/29/68 1989 SEWARD 41,250,000.00
12/13/88 1989 KENAI 4101,800.00
12/8/B8 1909 BETHEL 4885,000.00
12/15/80 1989 KODIAK 4700,000.00
12/15/88 1989 KODIAK 4181,500.00
12/15/88 1989 KODIAK 4375,800.00

Tk 12/19/88 1989 KODIAK 4222,000.00 420,000.00 PRIOR EXPEDITURE
•T

12/23/88 J989 TOGIAK 4516,500.00 47,500.00 DNQ
01/04/89 1989 UNALASKA 411,000.00

>
01/04/89 1989 CORDOVA 4200,000.00
01/04/89 1989 CORDOVA 4162,000.00 4200,000.00 EHPLEE ACCOMODATIONS
01/04/89 1989 KODIAK 419,000.00

y 01/04/89 1909 CHIGN1K 475,924.00 HISC
01/10/89 1989 NAKNEK 4332,518.00 4500,000.00 BKHS/STRG BLD5
01/10/89 1989 JUNEAU $5,000.00 PRIOR EXPENDITURE

y 01/11/39 1989 KODIAK $12,276.97 TRUCK
7

01/12/89 1989 EXCURSION INLET 4623,000.00
01/12/89 1989 ALITAK $530,260.00

y 01/12/89 1989 EKUK $91,000.00
01/12/09 1989 EXCURSION INLET $158,000.00
01/23/89 1989 KODIAK 49,335.40
01/23/89 1989 SITKA 440,000.00
01/19/09 1989 U8ANIK BAY 4370,574.00 483,376.00 VHF/MESSHALL/HASTE DISPOSAL
01/19/89 1989 CORDOVA 41,022,758.00
01/19/89 1989 CORDOVA 4376,400.00
01/20/89 1989 KETCHIKAN 42,002,000.00 465,000.00 LUNCH RM/OFFICE
02/13/89 1.989 PORT BAILEY 4131,000.00
02/13/89 1989 PORT BAILEY 415,500.00
02/13/89 1989 PORT BAILEV 419,500.00
02/13/89 1989 PORT BAILEY 475,000.00 FUEL DOCK

*
02/13/39 1939 KENAI 429,000.00
02/13/89 1989 KENAI 453,240.00
02/13/89 1989 NAKNEK 437,880.00
02/13/89 1989 EXCURSION INLET 427,000.00
02/13/69 1989 EXCURSION INLET 478,000.00
02/13/89 1989 ALITAK 4190,000.00

>
02/13/89 1969 ALITAK 437,0u0.00
02/13/89 1989 KETCHIKAN $882,200.00
02/13/89 1989 KENAI $1,059,750.00
02/13/89 1989 KENAI 476,500.00 OFFICE/SPLY STCRS/BARCODE
02/13/89 1989 KENAI $880,000.00
02/13/09 !?S9 SEWARD 41,195,000.00 45,000.00 RADIOS
02/13/69 1989 BETHEL 4180,000.00 4110,000.00
02/16/39 1989 KENAI 420,000.00 DREDEIN3
02/22/8? 1989 KODIAK 48,344.00 45,955.00 ELEVATOR DOORS

\ 02/23/89 1989 KENAI 420,000.00
y

02/23/59 1939 KODIAK 4211,125.00
03/03/8? 196? JUNEAU 450,000.00

j 03/09/69 198? VALDEZ 4"7,000.00
j f

03/09/89 1909 JUNEAU 4125,000.00

• TOTALS 418,370,6:4.40 41,512,033.9* 1’9.*P'.7'8 'i
;
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Original sponsors: Cato, Grussendorf,
and Hudson

IN THE HOUSE

2
CS FOR HOUSE RILL NO. 33

3
IN THE LEGISLATURE OF THE STATE OF «LASKA

4
SIXTEENTH LEGISLATURE - FIRST SESSION

5
A BILL

For an Act entitled: "An A?.t amending and extending the fisheries business

(a) A fisheries business is entitled to a credit of not more 

than 50 percent of the business tax liability under AS A3."5.015 for 

capital expenditures made during the tax year that (1) increase prod­

uct diversity, or production efficiency -md capacity, or improve 

product quality, at a shore-based fisheries business facility in the 

state, or (2) contribute to the development of a cooperative seafood 

industrial park in the state, if an application 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 five [THREE] consecutive years. An applicant for 

the credit may elect to begin the five-year [THREE-YEAR] period with 

any tax year from 1987 through 1991 [ 1989]. A tax credit under this 

subsection may not be approved for more than 50 percent of a capital 

expenditure, plus any increase required under (b) of this section.

* Sec. 2. AS A3.75.032(b) is amended to read:

(b) The amount of a credit under (a) of this section for a 

capital expenditure involving a shore-based fisheries business facil­

ity or cooperative seafood industrial park located or to be located in

tax credit; relating to fisheries business tax re­

funds to municipalities; and providing for an effec­

tive date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF A L A S K / :

* Section 1. AS A3.75.032(a) is amended to read:

C S H B  33(
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6

7
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9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

a municipality shall be increased by the amount by which the munic­

ipality'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 five-year [THREE-YEAR] period may not exceed 25 percent of 

the amount of the capital expenditure.

* Sec. 3. AS 43.75.032(c) is amended to read:

(c) The portion of a capital expenditure that is eligible for a 

credit under this section but is claimed during a single tax year may 

not be carried back to a prior tax year but is available for the 

computation as a credit under this section for a subsequent tax year 

within the five-year [THREE-YEAR] period elected under (a) of this 

section.

* Sec. 4. AS 43.75.032(f) is amended to read:

(f) The total tax credits that may be claimed under this section 

for a tax year for capital expenditures and scholarship contributions 

combined may not exceed

(1) 75 percent of the taxpayer’s business tax liability

under AS 43.75.015 for the tax year if a municipality adopts an ordi­

nance under AS 43.75.130(c) reducing the municipality's tax refund for

that tax year; or

(2) 50 percent of the taxpayer's business tax liability

under AS 43.75.015 for the [THAT] tax year if a municipality has not 

adopted an ordinance under AS 43.75.130(c) reducing the municipality's 

tax refund for that tax y e a r .

* Sec. 5. AS 43.75.130(c) is amended to read:

(c) Within 60 days after a credit is approved under AS 43.75.032 

for a capital expenditure involving a shore-based fisheries business 

facility or cooperative seafood industrial park located or to be 

located in a municipality, the municipality may adopt an ordinance 

CSHB 33( ) -2-



W O R K  D R A F T W O R K  D R A F T W O R K  D R A F T

direct the department to reduce the municipality's refund under this 

section over a period of not more than five [THREE] years by an amount 

not exceeding 25 percent of the capital expenditure.

* Sec. 6. Section 7, ch. 79, SLA 1986, is repealed and reenacted to 

r e a d :

Sec. 7. AS 43.75.130(c\ 43.75.140(1), 43.75.140(7), and 43.75.-

140(8) are repealed January 1, 1996.

* Sec. 7. Section. 8, ch. 79, SLA 1986, is amended to read:

Sec. 8. AS 43.75.034 is repealed February 15, 1996 [1992].

* Sec. 8. Section 10, ch. 79, SLA 1986, is amended to read:

Sec. 10. Section 3 of this Act takes effect January 1, 1996

[ 1992] .

* Sec. 9. APPLICABILITY TO EXISTING CREDITS. (a) The provisions of 

this Act apply to extend from three years to five years a tax credit 

claimed by a fisheries business under AS 43.75.032 and 43.75.130 for a tax 

year beginning after December 31, 1986, and before the effective date of

this Act.

(b) Notwithstanding the time limitation for adoption of an ordinance 

imposed by AS 43.75.130(c), a municipality that, on or before the effective 

date of this Act, has adopted an ordinance directing the Department of 

Revenue to reduce the municipality's fisheries tax refund under AS 43.75.- 

130(c) for a period of not more than three years may amend the ordinance 

and direct the Department of Revenue to reduce that refund for a period of 

not more than five years.

* Sec. 10. Sections 1 - 5  of this Act are retroactive to January 1, 

1987.

* Sec. 11. This Act takes effect immediately under AS 01.10.070(c).

-3- C S H B  33( )
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4241 - 21st AVENUE WEST, SUITE 204 
SEATTLE, WA 98199 

PHONE (2001 284-0804

f  £B 1 0 I" 9

January 10. 1989

Representative Bette Cato 
P.O. Box 775 
Valdez, PIK 99686

Dear Representative Cato:

The purpose of this letter is to ask for your support in 
promoting the extension of the capital improvement tax credit 
program. I understand that review of the program is set for 
legislative session scheduled in January.

The program had allowed our company a chance to improve 
our ability to produce a better quality product as well as 
open new markets and in turn received higher value for our 
jroduct. Our added capital expenditures had brought positive 
contributions to the Alaskan business communities as well as 
increased local employment.

I am aware of the fact that you’re one of the original
supporter of the program therefore counting on you for your
continued support to our industry.

Thank you in advance for your support.

Very truly yours,
Chugach Fisheries, Inc.

Larry Canbronero 
V.P. Operations



STEVE COWPER, G O VERNO R

DEPARTMENT OF REVENUE / S T A T E  O F F I C E  BUILDING 

P.O. B O X  S A

J U N E A U ,  A L A S K A  99811-0400

Ja n u a ry  20, 1989

The H o n o r a b l e  Tim Kelly 

P r e s i d e n t  of the Senate 

P. 0. Box V 

Juneau, A K  99811

Dear Mr. Pre sid ent

The f o l l o w in g Is a report o f  the Fisheries Bus ine ss Tax C r e d it  Program.

In a c c o r d a n c e  with AS 4 3 . 7 5 . 0 3 4  the A l a s k a  D e p ar t m e n t  of Reven ue m u s t  p r e s e n t  

a r ep o r t  not later than the 15th day o f  the legislative session on the

Fi she rie s Business Tax C red it  P r o g r a m  u n d e r  AS 43.75.032.

This p r o g r a m  allows fisheries bus in e s s e s to reduce their tax l ia bi lit y by up 

to 50% ea c h  ye a r  o v e r  a three yea r period. This Is a t emporary p r o g r a m  w h i c h  

allows for  capital e xp end itu res  made in tax years 1987 through 1989 to be

clai med  as credits on tax r e tur ns through tax y e a r  1991.

Q u a l i f y i n g  exp end itu res  must be app r o ve d by the D ep ar t m e n t  o f  R eve nue  in 

a d van ce an d mus t “Increase p ro d u c t  d ive rsi ty,  or p ro du c t i on  e f f i c i e n c y  and 

capa cit y, or improve product quality, at a sh o r e - ba se d fishe rie s b u s i n es s  

f a c i l i t y  in the state, or c on t r i b ut e to the d e v el o p m e n t  of  a c o o pe r a t i ve  

seafood industrial park in the state" < A S 4 3 . 75.032(a)).

The m u n i c i p a l i t y  In which the capital i mpr ovements are made ma y g rant the 

fi s h e ri es  business an additional cre di t o f  25%. This reduces the 

m u n i c i pa l i t y ' s  share of  the tax that th e y  would o r d i n a r i l y  receive. T he total 

credit taken a ga i n s t  the b us in es s  tax l ia bi lit y each year still m a y  not e x c e e d

The a t t a c h e d spre ads hee ts give the details o f  the esti mat ed e x p e n d i t u r e s  

ap pro ve d for tax cred it In 1988 and the actual cr ed i t s  taken for 1987. Total 

e x p e n d i t u r e s  app r o ve d for the 1988 c a l e n d a r  year w e r e  $ 62, 484 ,03 8.0 0. Total 

e x p e n d i t u r e s  de nie d were $8 , 7 8 1 ,3 73 .0 0 .  G ene ral ly,  denials were for 

e x p e n d i t u r e s  made prior to approval f r o m  the D e p a r tme nt,  or  for e x p e n d i t u r e s  

that did not q ua l i f y  for the credit. Actual cred its  taken a g a i n s t  1987 taxes 

which d i r e c t l y  reduc ed FY88 S t a t e r eve nu es  totaled $6 ,71 4 , 79 3. 00 .

The e x p e n di t u r e s were m a d e  for the fol lo wi n g  types of e q u i p m e n t  and 

f a c i 1 ities:

plan t m od i f i c a t i o n s  and f a c i l i t y  upgrades;

Baad er  f il le tin g ski nn i n g  machines;

ice houses and r e f r i g e r a t i o n  equipment;

new and r ep l a c e m e n t  of va ri o u s  pumps and c ann ery  e qu ip me nt ;

bott o m f i sh  and surimi p r o c es s i n g  equipment;

fork 11f t s , loaders, cranes, booms, etc.

50%.



The H o n o r a b l e  Tim K elly  
Ja nu ar y  20, 1989 
Page 2

P a r t 1 c 1 p a U o n 9 i n n it9 8 7 t he T b ? s i(Jidnn o t C r e 1 lt a ,v a 1 1 a b l e  for municipal 

be ca u se  the tax l 1 « M i l t ? « 7 £ t  C \‘y '.S Shilre °f tfie * «
by  the state, m  1988 three c U 1 e s ®  T T , *  °f cred1t  a , r e a d V granted 
proc ess ors . ree Clt1es P a r t i c i p a te d by g r a n t i n g  cred it to four

I ndustrial s e a f o o d ^ a r k . ^ 5 S0U9ht a P P r°val of d c r e di t  for c o n s t r u c t i o n  of an 

It you h a v e  any furthe r quest ion s, p l ea s e  let us know.

H M : S K : m g a

E nclosures
8 9- 17

oner  of Re ve n u e



The H o n o r ab le  Ti m Kel ly 

J a n u a r y  20, 1989 

Page 2

O ne  c i t y  g r an te d  the additional c r e d i t  a v a i l a b l e  for municipal 

p ar ti ci p a t i o n  In 1987. This did not redu ce the cit y's  share of  the tax 

beca use  the tax li ability did not ex ce ed  the a m o u n t  o f  c r ed it  a lrea dy g r a n t e d  

by the state. In 1988 three cities p a r t i c i p a t e d  by g r a n t i n g  credit to  four 

processors.

To  d at e . n o  bus ine ss has sought approval o f  a c r e d i t  for c o n s t r u c t i o n  of  an 

Industrial s e afoo d park.

If you have any  furthe r questions, plea se let us know.

Sinc ere ly,

Hugh M a l o n e

C o m m i s s i o n e r  o f  R e venu e

HM:SK :mg a

Enclosures

0228 R



1987 F I S H E R I E S  B U S I N E S S  T A X  C K E U 1 T  W O R K S H E E T

11 ii in i it: i it i m i ii ■ ti i ti ti 111111 m i < 1111111111 in it 11111 ft ii 11 ii 11 m i  ii 11111111 ti 11 ii i ii in 11 it 1111 n 11 ii 11 ii iif ii 111 it i m i  i ti til in tti it 11 n u n  lit ii itt iiti 111 iimi> tti i ittitci i it 11111111 it 1111
CIPCliO LOCATION OF EIPENDItURE AN I I01AL POIEKIIAL 1987 0UALIFIIN6 ACTUAL CREDIT CR1DIT (AKEN PEA A0JUS1E0 CREDIT NUNICIPAL POIENIIAl CARRYOVER
ICAR FAClim APPROVED CREDIT EIPCNDIIURCS AVAILABLE AEIURH APPLIED PAAIIC1PAII0N AVAILABLE

1111!>l i 11111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111 It
1987 AKUIAN 1200,000.00 ♦100,000.00 10.00 10.DD 138,031.11 10.00 10.00
1987 At UTAH 113,688,000.00 16,811,000.00 10.00 10.00 ♦0.00 10.00 ♦6,144,000.00
1987 ALITAK 1120,000.00 160,000.00 ♦194,737.00 198,366.00 1139,736.02 a ■
I9B7 CHI6HIK 1331,500.00 ♦173,750.00 ♦290,021.00 ♦115,010.30 ♦132,363.30 ♦145,010.30 10.00
1?Pj COStOVA 1930,826.00 ♦173,113.00 ♦869,172.00 ♦131,386.00 1217,293.00 ♦717,293.00 1717,293.00 1
19,'6 CORDOVA ♦965,929.00 ♦187,961.30 1963,928.63 1187,961.32 1327,310.39 1327,510.39 1155,123.93
|9?7 CORDOVA ♦382,617.00 1191,323.30 I3B6,206.00 ♦193,103.00 •91,360.00 ♦91,360.00 1101,743.00
1917 CRAI6 ♦385,000.00 1192,500.00 ♦193,871.16 ♦216,933.38 167,011.88 *67,078.31 11)9,137.07
1'87 EMIT ♦133,615.00 1217,822.30 ♦608,705.00 1301,101.50 191,911.30 a a
1987 EICURSION INLEI ♦282,237.00 1111,118.30 ♦607,133.00 1513,367.30 185,472.33 a •
1986 HOOKAH ♦195,313.00 ♦97,737.30 ♦319,128.62 1171,711.31 (17,263.70 ♦47,763.70 ♦127,148.61
1986 JUNEAU •♦3,000.00 ♦1,500.00 ♦1,081.00 ♦2,012.00 12,141.98 12,042.00 10.00
1987 JUNEAU ♦1,500.00 ♦750.00 ♦1,678.96 1839.18 1839.48 1839.48 10.00
1987 KASILOF ♦190,000.00 ♦95,000.00 ♦190,000.00 195,000.00 ♦25,136.00 123,327.02 169,(72.98
1986 KEHAI ♦330,810.00 ♦275,105.00 ♦277,203.00 1138,601.50 121,470.22 ♦21,470.77 4101,380.19
1986 KENAI ♦231,100.00 ♦117,200.00 ♦211,319.61 1120,671.81 ♦103,319.00 1103,319.00 117,336.00
1986 KENAI ♦19,533.00 ♦21,776.50 ♦19,883.31 121,911.67 ♦24,776.67 <24,276.67 10.00
1936 KENAI ♦88,100.00 ♦11,200.00 ♦88,100.17 ♦41,200.21 ♦15,044.30 ♦15,014.30 129,153.93
1987 KENAI ♦383,500.00 ♦191,750.00 ♦383,300.00 1191,730.00 '  1137,042.26 1157,042.26 131,707.74
1937 KEHAI ♦96,629.00 I1B,311.30 ♦119,966.00 159,983.00 ♦244,201.72 • a
1986 KETCHIKAN ♦731,699.00 ♦365,819.50 ♦731,699.00 (365,819.50 ♦97,072.83 197,072.85 1768,776.63
1986 KETCHIKAN ♦558,221.00 ♦279,110.30 ♦797,317.00 I39B,673.30 <197,071.00 <197,071.00 1201,603.00
1986 KETCHIKAN ♦1,160,000.00 ♦580,000.00 PEN0IN6 ♦0.00 1380,000.00 <
1937 KETCIIIKAH 1183,337.00 ♦91,668.50 ♦263,976.00 ♦131,988.00 ♦37,376.93 <973,327.48 117,129.32
1987 KIN6 COVE ♦2,500,000.00 ♦1,230,000.00 10.00 ♦0.00 180,000.00 180,000.00 II 11,250,090.00
1966 KODIAK ♦653,916.00 1326,958.00 PENDIN6 10.00 1376,130.00 <
1986 KODIAK ♦1,226,633.63 ♦2,113,316.83 ♦1,726,633.65 ♦2,113,316.83 <<10,131.30 ♦410,131.30 <1,703,163.33
I9B6 K00IAX ♦2,091,991.00 ♦1,015,997.00 10.00 10.00 10.00 ♦0.00 ♦1,015,997.00
1987 KODIAK ♦510,000.00 , 1270,000.00 ♦251,309.17 ♦177,151.71 ♦140,205.33 ♦140,205.33 10.00
1987 KODIAK ♦160,138.00 190,219.00 ♦139,770.19 <69,885.10 169,800.21 168,178.00 184.89
<187 KODIAK ♦1,118,087.10 ♦559,013.70 ♦1,318,201.92 1659,102.16 1318,433.25 <318,735.25 ♦340,667.21
1987 KODIAK 51,172,527.00 ♦7J6,263.50 ♦1,172,527.00 ♦736,763.50 4690,9(8.76 1690,918.76 ♦15,314.74
1237 KODIAK ♦777,670.00 ♦388,835.00 ♦751,837.39 ♦377,418.70 12(4,826.00 1211,826.00 4132,392.70
1987 KODIAK ♦233,000.00 ♦117,500.00 1(8,112.07 124,321.00 118,386.46 118,386.16 15,934.58
1986 NAKNEK ♦82,910.00 ♦11,170.00 ♦19,553.31 121,776.67 124,776.67 ♦24,776.67 10.00
1987 NAKNEK 168,000.00 ♦31,000.00 ♦63,001.00 ♦31,500.50 1197,118.97 a •
1987 NAKNEK ♦239,126.00 ♦119,563.00 • 10.00 • ‘a •
1987 NAKNEK ♦506,500.00 ♦53,250.00 ♦101,131.71 150,713.86 130,715.86 ♦0.00 150,713.86
1987 PEIERS6UR6 ♦2,706,817.00 ♦1,333,173.50 ♦7,706,817.00 <1,353,473.50 a a a
1987 PEIERS3UR6 ♦399,500.00 ♦199,750.00 ♦281,BIT.67 ♦1(2,439.84 1111,824.62 168,038.00 10.00
1987 PEIERS8UR6 ♦77,000.00 138,500.00 ♦85,276.71 142,638.37 142,638.27 142,638.27 10.00
1986 PORI BAILEY ♦361,633.00 ♦182,326.50 ♦13,901.00 ♦22,950.50 137,713.08 • a
1987 S. NAKNEK 136,639.00 ♦18,319.30 ♦0.00 10.00 10.00 ♦0.00 ♦18,311.50
19B7 SENARO ♦618,087.00 ♦309,013.50 (618.0B7.00 ♦309,043.50 11,373,113.18 • <1,373,113.18 189,523.82
1987 SITKA ♦126,123.00 163,211.30 ♦25,122.97 ♦12,711.49 ♦17,711.49 <12,711.49 10.00
1967 SITKA ♦521,251.00 1262,125.30 • 10.00 a • a
1987 T06IAK ♦139,395.00 169,697.50 169,697.50 134,818.75 140,555.0? <40,970.40 128,727.13
1986 UNALASKA (12,183,712.00 ♦6,211,871.00 ♦16,898,360.00 18,119,180.00 (284,796.44 ♦293,016.18 18,136,163.82
1966 UNALASKA ♦128,332.00 1211,276.00 ♦128,552.00 1214,276.00 137,732.22 137,732.22 1107,138.00 1283,681.78
1987 UNALASKA ♦150,000.00 ♦225,000.00 10.00 10.00 10.00 ♦0.00 1225,ODi.AO
1986 VALDEI ♦173,000.00 ♦237,500.00 ♦269,273.31 1134,636.67 ♦93,392.30 <93,392.50 611,241.17
1987 NRANGELL ♦197,000.00 ♦98,500.00 ♦156,891.00 178,4(7.00 <54,778.50 <11,312.50 136,934.50
1987 TAKUTAT 11.221,135.00 1612,217.50 ♦1,719,717.28 1874,858.64 441/,179.31 1417,179.31 1457,679.33 1

TOTALS 155,188,269.05 127,711,131.53 038,013,886,75 819,006,913.38
I UNEIANIHED RT.IURNS (I 8AIN0LE HE NORIAL SCHOLARSHIP CREDIT

16,758,151.83 16,711,793.3? 122,729,372.85



1988  F ISH ER IES BUSINESS TAX CREDIT 
EXPENDITURE AMOUNTS APPROVED/DENIED
PAGE 1 ENCLOSURE 2U t l l l t l t t t l U n i M t H t t t U t l l U U t l l U t t t t t i t U t U t l t i t t t l t t l t t l l U t U U I t t l l H l l t l t l t t t l l t l l i n t t t t l l l l l t l i i u u t l
LOCATION OF $ AHOUNT * AHOUNT * AHOUNT REASON FOR

FACILITY PENDINS APPROVED DENIEO OENIAL

t s t t i i H m i t t t t i m t t t t t t t m m m m i t t t t t t t m f t t s t t m i t t i m i m t i i t i t i t m t t t t t i i t t i t i i i t t m t i u t M i i t m m
AKUTAN

ALITAK

ANCHORAGE

ANCH0RA6E

BETHEL

CHIGNIK

CORDOVA

CORDOVA

COROOVA

CORDOVA

CORDOVA

DILLINGHAM

EGEGIK

EGEGIK

EKUK

FLOATERS

GUSTAVUS

GUSTAVUS

HAINES

HOHER

HOMER

JUNEAU

JUNEAU

KASILOF

KASILOF RVR

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KENAI

KETCHIKAN

KETCHIKAN

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KODIAK

KOOIhK ISL

NAKNEK

NAKNEK

NORTH POLE

PELICAN

PETERSBURG

PETERSBURG

PORT GRAHAM

PT BAILEY

S NAKNEK

$6 , 0 0 0 . 0 0

$403,000.00

$98,000.00

$430,000.00

$381,600.00

$51,000.00

$491,643.00

$1,062,702.00

$902,100.00

$832,802.00

$682,400.00

$26,250.00

$110,500.00

$1,836,997.00

$60,000.00

$5,050.00

$39,000.00

$239,300.00

$8 , 0 0 0 . 0 0
$589,000.00

$774,413.00

$381,600.00

$437,225.00

$996,559.00

$460,000.00

$1,256,450.00

$192,626.00

$241,450.00

$186,260.00

$617,105.00

$422,590.00

$1,635,000.00

$32,600.00

$1,136,600.00

$4,215,000.00

$218,800.00

$935,000.00

$430,000.00

$244,300.00

$417,075.00

$1,303,000.00

$57,140.00

$59,100.00

$1,944,600.00

$70,350.00

$124,623.00

$494,000.00

$801,480.00

$305,000.00

$23,830.00

$79,550.00

$61,650.00

$360,000.00

$9,000.00

$14,500.00

$3,000,000.00

$42,864.00

$ 10 , 000.00
$364,600.00

$2 0 , 0 0 0 . 0 0
$15,000.00

$15,000.00

$18,000.00

$1,085,000.00

$189,900.00

$38,592.00

$291,300.00

NO PRIOR APPROVAL 

HESSHALL

COHPUTER

INVENTORY CONTROL/NPA

FLOATERS

$5,557.00 NO PRIOR APPROVAL

$93,707.00 VARIOUS

SKIFF/HOTOR 

RADIO EQUIP 

BUY EXISTING FCLTY

NO PRIOR APPROVAL

TRUCK/RADIO

VARIOUS

TRUCK/PHONE/PAVING

VEHICLE

COHPUTER

NO PRIOR APPROVAL 

HAREKOUSE/TRUCK OVERHAUL

COHPUTER

BUNKHOUSE/HESSHALL

TRUCK/BKHSE/BULLDZn

$ 2 5 , 7 3 9 . 0 0  C O H P U T E R



1988  F ISHER IES BUSINESS TAX CREDIT 
EXPENDITURE AMOUNTS APPROVED/DENIED

    . . .

LOCATION OF $ AHOUNT $ AHOUNT $ AHOUNT
FACILITY PENOINB APPROVED DENIED

t m m m s m m m t m m m t m i m t t i t t i t t m m i t t t m m t t t f i s t t t t t i t t t t t u t i i m t i t
SEHAR5 $3,121,000.00
SEWARD $1,347,472.00
SITKA $252,250.00 $14,500.00
SITKA $60,624.00
STERLIN8 $156,963.00
STERLING $235,000.00
STERLING $75,300.00
TOGIAK $30,969.00
TOGIAK $163,000.00
UNALASKA $605,213.00 $647,581.00
UNALASKA $16,500,000.00
UNALASKA $1,190,740.00
VALDEZ $5,459,500.00 $610,000.00
VALDEZ $5,470,721.00
WRANGELL $104,000.00
WRANGELL $13,000.00
YAKUTAT $747,000.00 $9,800.00

TOTALS $6,000.00 $62,484,038.00 $8,781,373.00

REASON fOR 

DENIAL

VARIOUS

NO FRIOR APPROVAL

OFFICE/STORE

NO PRIOR APPROVAL 

3UNKH0USE

BUHKHOUSE/LOCKER RH

VARIOUS

5555555555555555555555555555555



&la£fea ̂>tatc legislature
PO. Box V 

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

M E M O R A N D U M

TO: S e n a t o r  A r l i s s  Sturgillewski

A l a s k a  S tate Se na t e

F r a n k  Hojfman

R i c h a r d  Rainery/9 \ )
S e n i o r  A na ly s t

DATE: N o v e m b e r  22, 1988

SUBJECT: F i sh e r i e s  B usi nes s T a x  C r e d i t  and R e v e n u e  S ha r i n g  Pro g r a m s

R e s e a r c h  R eq ue s t  No. 8 8 - 0 0 3 3 2 4

You h a v e  r e q u e s t e d  i nf o r m a t i o n  c o n c e r n i n g  t he  c o n s e q u e n c e s  o f  i m p l e me n t i n g  

the F i sh e r i e s  B us i n e s s T ax  cre d i t p r o g r a m  and the  r e su lt s  o f  the mun ici pal  

r e v e n u e  s h a r i ng  f e atu re of  the same  tax, i n c l u d i n g  th e p r o v i s io n  c a l l i n g  for 

ph a s e d a c t i v a t i o n  of full r e v e n u e  s h a r i n g  f o r  n e w l y  for med  boro ugh s. W h i l e  tax 

r e ve nu es  d e r i v e d  fr o m  the sale o f  r a w  fish have been shared by the S t a t e  of 

A l a s k a  w i t h  the m u n i c i p a l i t i e s  o f  o r i g i n  fo r a n u m b e r  of y e a r s  now, bo t h  the 

tax c r e d i t  p r o g r a m  and the n ew  b o r o u g h  s h a r e  p h a s e - i n  are r e c e n t  a m e n d m e n t s  to 

the law. As such, inf or ma t i o n  c o n c e r n i n g  t h e i r  i n f lu e n c e  on the se af oo d  

i n du s t r y and mu ni ci p a l  finance s and e c o n o m i e s  is still sketchy. Y ou r  q u e s t i o n  

is r a t h e r  broad and w h il e  this m e m o r a n d u m  will t o u c h  on all a s p e ct s  of t h e  tax 

c r e d i t  and r e v e n u e  shari ng pro grams, t h e  s u bj ec t is b ro ad  as well. I r e fe r  yo u 

to a r ec e n t  d r a f t  Se n a t e A d v i s o r y  Council report, C o m m u n i t y  F is he rie s 

D e v e l o p m e n t , w h i c h  i ncludes a d i s c u s s i o n  o f  s tat e f i s h e r ie s  t a x a t i o n  p o l i c y  for 

additional i nfo rm a t i o n . Cop i e s have be en  p r o v i d e d  to y o u r  o ffi ce.

I. F i s h e r i e s  B u s i n es s Tax Cr ed i t  P r o g r a m

C r e d i t s  ag ai ns t  the tax l i a b i l i t i e s  of  s ea f o o d  p r o c e s s i n g  i ndustry firms 

we r e  m a d e  a v a i l a b l e  f or  c a l e n d a r  y e a r s  b e g i n n i n g  in 1986. A f i r m  m a y  c l a i m  a 

c r ed it  of up to 5 0 %  o ^  annual tax l i a b i l i t y  for t h e  cos ts o f  c e r t a i n  capital 

i n v e s t m e n t s  at s h o r e s i d e  f a c i liti es.  E l i g i b l e  i mp ro vem ent s, w h i c h  m u s t  be 

a pp r o v e d  in a dv a n c e  by the A l a s k a  D e p a r t m e n t  o f  R ev enu e (ADOR), include 

f a c i l i t i e s  w h i c h  d i v e r s i f y  pro duc ts,  i n c r e as e  eff ic ie n c y ,  quality, and c a p a c i t y  

or d e v e l o p m e n t  of  c o o p e r a t i v e  seafood industr ial  parks. The full amount o f  an 

a p p r o v e d  c r e d i t  m a y  be applie d a gai nst  up  to t hr ee  yea rs'  tax l iab il it i e s . The 

basic intent o f  the tax credit, as well as some o t h e r  a spec ts of  the tax's 

stru ctu re,  is to e n c o u r a g e  e x p a n s i o n  of e x i s t i n g  f a c i l i t i e s  into new proce sse s

A T T E N T I ON :

FROM:



Senator Arliss Sturgulewski

November 22, 1988
Page 2

and p r od uc t s  and to e n t i c e  n ew p ro ce s s i ng  c a p a c i t y  to l o c a t e  on A l a s k a n  terra 

firma r a t h e r  tha n o p e r a t in g  at sea, w hi ch  is t h e  p r e d o m i n a n t  t ren d at present, 

p a r t i c u l a r l y  in the g r o un d f i s h  fisheries.

Has the p r o v i s i on  o f  the tax c r ed it  l u r e d  the s e a f o o d  i n d u s t r y  ashor e? 

Wi t h i n the n e a r  future there will be some f i f t y  U.S, f a c t o r y  t r a w l er s  (most in 

excess o f 200  feet in length) o p e r a t i n g  in the A l a s k a n  E x c l u s i v e  E c o n o m i c  Zone 

(EEZ), up f r o m  none j u s t  a few y e ar s ago. T h e r e  are p lan s f o r  at l east two  60 0 

foot p r o c e s s i n g  v esse ls as well. T h e s e s h ips  will not be r e p l a c i n g  e xi st i n g  

shore based capa cit y, but d i s p l a c i n g  the f o r e i g n  p r o c e s s i n g  c o m p o n e n t s  o f  at 

sea j oi nt v e n t u r e s  as the " Am e r i c a ni za t i o n "  o f  the EEZ c on t i n u e s .  T h a t  proces s 

should be c o m p l e t e  w i t h i n  about two years. It is p r e d i c t e d  t h a t  8 0 %  of  the 

b o t t o m f i s h  c a t c h  will be p rocessed at sea. A  v a r i e t y  o f  f ac to r s  a s s u r e  that 

fl oat in g p r o c e s s i n g  will predominate. C o m b i n e d  o p e r a t i o n s  are m o r e  pr o f it ab le ,  

t r a n s s h i p m e n t  to t r amp  f re igh ter s is mo re  e f f i c i e n t  t h a n  c al l i n g  at  shore, 

b e tt er  q u a l i t y  pro d u c t s are as su r e d  by i m m e d i a t e  p r o c e s s i n g  o f  ca tc he s ,  and 

s u i t a b l e s it e s  for p l a n t s  are sc'.rce on the  B e r in g  Se:. coast. T h e s e  are not 

ab solutes, t h e r e  are facto rs w h i c h  f avor s h o r e  b as ed f a c i l i t i e s  , but no 

reversal in t h e  trend o f  the last f ew  ye a r s  is ap pa r e n t  yet.

M e a s u r i n g  the ec on o m i c  b e n e f i t s  o f  t a x  i nc e n t i v e s  in genera l is a 

d i f f i c u l t  ta sk.  D e s p i t e  the p r o l i f e r a t i o n  o f  special t ax  t r e a t m e n t  fo r a 

v ar i e t y  o f  i n d u s t r i e s  in states acr os s the nati on,  rare has been the r i g o r o us  

an al y s i s  of t h e  e c o n o m ic  effect o f  an incen tiv e. N or  h a v e  state g o v e r n m e n t s  

ma d e  c o n c e r t e d  effo rts  to assess th e r ev enu e impac ts of  i nc e n tiv es.  Thi s is 

g e n e r a l l y  th e case in Alaska. The fi sh e r i e s bu si ne s s  t a x  c r ed it  p r o g r a m  is

still too  n e w  to j u d g e  fairly and c o m pl et el y .  It is t r u e  that, s in c e  the

cred it  was i m p lem ent ed,  p roc e s si ng  c o m p a n i es  have f i l e d  for and r e c e i v ed  

approval f r o m  A D 0 R  f o r  a huge am oun t o f  e x p e n d i t u r e s  for q u a l i f y i n g

i mp rov eme nts . T hes e are recorded in T ab le  1. It sho u l d  be n ot ed t h a t  these 

d a t a  are p r e l i m i n a r y  and "unaudited". T h e i r  v a l u e  lies in t h e i r  r e p r e s e n t a t i o n  

o f  gross m a g n i t u d e  r a t h e r  than as a p r e ci se  r e n d e r i n g  o f  c i r c u m s t a n c e s .

Wh e n  l o b b y i n g  for the e n a c t m e n t  o f  t h e  cre d i t pro gra m, p r o c e s s i n g  

i n t e r e st s w e r e  careful not to c l a i m  that s en sat ion al g r o w t h  o f  s h o r e  based 

p r o c e s s i n g  c a p a c i t y  w o u l d  result, but a ss er t e d  th at  it wa s a n e c e s s a r y  e lem ent  

in any m e an i n g f u l  at te m p t  to s park such e xp an s i o n.  A p p r o v e d  a p p l i c a t i o n s  for 

c re dit s n ow  e x c e e d  $113 m i lli on in amou nt f or c a l e n d a r  y e a r s  1987 and 1988. 

Th i s  r e p r e s e n t s  a s ig n i f i ca nt  p e r c e n t a g e  o f  t h e  a s s e s s e d  v alu e of e x i s t i n g  

sh ore  plants, perhaps as much as one third. C o m p r e h e n s i v e  e s t i m a t e s  on

s t a t e w i d e  a s s e s s e d  val ue s are not avail abl e, but a partial s urv ey  in 1987 

i de nt if i e d  a b o u t  $ 2 1 0 , 0 0 0 , 0 0 0  in capital a s se ts  (see C o m m u n i t y  F i s h e ri es  

D e v e l o p m e n t ) .

^The f i s h e r i e s  bus i n e s s tax rate s t r u c t u r e  favors s h o r e  plants and  capital 

arid labor c o s t s  are l e s s e r  on land.
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T ab l e  1

F i s h e r i e s  Bu sin ess  Ta x C re d i t  I n ve st me n t s  

( C a len dar  Y ears 1987 and 1988)

1987 19 88* Bo t h  Years

A p p r o v e d  E x p e n d i t u r e $55.2 $ 5 8 . 6 $ 1 1 3 . 8

Potential C r e d i t 27.6 29 .3 5 6.9

Actual E x p e n d i t u r e 37.6 3 9 . 9 # 77.5

Actual C r e d i t 18.8 1 9.9# 38 .7

C r e d i t  C l a i me d 6.7 14.4 21.1

Source: ADOR, 1988.

* As of N o v e m b e r  1988.

# E s t i m a te s b a s e d  on 1987 patterns.

Annual tax c o l l e c t i o n s  have rang ed b e t w ee n a bout 51 5 m i l l io n and $25 

m i l l i o n  sin ce Fiscal Y e a r  1980. O n e - h a l f  of  total tax l i a b i l i t i e s  r epr e s e nt s 

the u p p e r  l im i t  on cre dits, if all p ro c e s s or s had been e l i g i b l e  for the full 

50%. It is no t s u r p r i s i n g  th a t  actual cred its  h a v e  been less than the a ppr ove d 

level thus far; individual c om p a n y  tax bills are small e n o u g h  that most  l a r g e r  

c r e d i t  am ou n t s  will h a v e to be spr ead  out o v e r  t h r e e  y e a r s  to  be fully used. 

C r e d i t s  c l a i m e d  on 1987 ta x returns r e duc ed state r e ve n u e s by $6.7 million, 

on l y  a bout  on e third the v alue o f  credi ts e ar ned . 1988 e x p e n d i t u r e s  are 

f o r e c a s t  to be o n l y  s l i g h t l y  h igh er  than tho se o f  1987, but cred its  will be 

m o r e  tha n d o u b l e  1987 l e v e l s  p r i nc i p a l l y  d u e  to c a r r y o v e r  from that year. 

S tate  r ev e n u e s  ha ve  d e c l i n e d  as a result. I n c r ea se d  h a r ve st  values have kept

c o l l e c t i o n s  r e l a t i v e l y  high, but will not c o u n t e r b a l a n c e  th e loss of  income

r e s u l t i n g  f r o m  us e of c r e d i t s  and the  state's p o r t i o n  af ter  re ve n u e  sh ar in g  has 

s u b s t a n t i a l l y  d e c r e a s e d  (see the n ext section for m o r e  deta ils ).

T h e  f u n d ame nta l issue, in l igh t of  this i n fo r m a t i o n ,  is w h e t h e r  the 

i n v e s t m e n t s  in q ue s t i o n  w o u l d  have been m a d e  in the a b s e n c e  o f  th e credit. The

a ns w e r  to that q ue s t i o n  is not clear. It p r e s u p p o s e s  k n o w le dg e  o f  the

i n n e r m os t w o r k i n g s  of c o r p o r a t e  d e c i s i o n m a k i n g  t h a t  is not us ua ll y  a v a i l a b l e 

to g o v e r n m e n t  r es e a r c h er s.  Certainly, it has been t he p o s i t i o n  of b u s i n e s s  in 

general that tax  i nc en t i v e s  are meani ngf ul and o f t t i me s  ess ential e l e m e n t s  in
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c e r t a i n d ec is i o n s .  I c e r t a i n l y  c a n n o t  d i s p u t e  th a t  p o s i t i o n  in this case. 

It is, ho wev er,  not the c l a i m  of the A la s k a n  p r o c e s s i n g  i n d u s t r y  that these 

in v e s tm en t s  w o u l d  not h a v e  o c c u r r e d  abse nt the credit. R i c k  Lauber, vice- 

p r e s i d e n t  o f the  P a c i f i c  S ea f o o d  P ro ce s s o r s  A s s o c i a t i o n  (PSPA), says that he 

w o u l d  not m a k e  that a sse r t i on . He doe s say that the level of i n v es tm en t  since 

the e n a c t m e n t  o f the c r e d it  has s u rp r i s e d him, b o t h the a m o u n t  and the num be r 

of p r o c e s s o r s  p a r t i c i p a t i n g  (over 40 in both y e a r s ) .  He b e l i e v e s  that the 

cr e d i t has d e f i n i t e l y  i n f l u e n c e d  the timing o f  V e s t m e n t s .  G iv en the rapid 

d e v e l o p m e n t  o f  the B e ri ng  Sea b o t t o m f i s h  industry, that C i r c u m s t a n c e  m a y  be the 

real b e n e f i t  o f  the credit, p e r m i t t i n g  the c ap t u r e  o f  a p o r t i o n  o f  the h a r v es t 

for s ho re  p la nt s  bef or e  the d o m e s t i c  p r o ce s s i n g  s e c t o r  b e c o m e s  f ul l y  d eve lop ed.  

It w o u l d  seem, however, that the  s hore  plant s e ct o r  w a s  in a "fish o r cut bait" 

s i t u a t i o n  and in o r d e r  to c o m p e t e  had to invest to a da pt  to t h e  n e w  f i s he ri es  

and m ark ets . T h e  c r e d i t  s u r e l y  m a d e  t h o s e  i n v e s t m e n t s  m o r e  a t t r ac ti v e .

Mr. L a u b e r  c i t e d  o n e  c a s e  in w h i c h  the c r e d i t  w as  inst rum ent al in a 

d e c i s i o n  for a m a j o r  e x p a n s i o n  o f  one shore plant, a l t h o u g h  p er ha ps  in an 

u n f o r e s e e n  ma nn e r .  A m a j o r  A l e u t i a n  p r o c e s s o r  had d e t e r m i n e d  to e x p a n d  

c a p a c i t y  and d i v e r s i f y ,  but w a s  d e b a t i n g  w h e t h e r  to do  so at an e x i s t i n g  shore 

p lant  o r  to add to its f l eet  o f  f loa ti ng  p r oc e s s o r s.  T h e  p l an s o f  the  n ew ly 

f or me d  A l e u t i a n s  East B o r o u g h  to assess a 2%  tax on the s a l e  o f  raw  fish w ou ld  

have been the s t r a w  that  t i p p e d  the scale in f a v o r  o f  at sea p r oc e s s i n g  hcd 

it not bee n f o r  the a v a i l a b i l i t y  o f  the f i s her ies  b u s i n e s s  tax credit. As a 

result, a $14 m i l l i o n  d o l l a r  e x p a n s i o n  to the fir m's  s ho re p lant  w e n t  forward.

A  s i g n i f i c a n t  p o r t i o n  o f  A D O R  a p p r o v ed  e x p e n d i t u r e s  are for  b ot t o m f i s h  

p ro ce s s i n g . A c c o r d i n g  to D i c k  R ey n o l d s  o f  the O f f i c e  of C om m e r c ia l F i s heri es 

D e v e l o p m e n t  in the A l a s k a  D e p a r t m e n t  o f  Co mm er c e  and E c o n o m i c  D e v e lo pm en t ,  the 

f o l l o w i n g  ro ugh  c a t e g o r i e s  o f  i nv es t m e n t  we r e  a p p r o v e d  in 1987:

1. Docks, u n loa din g, and h ol d i n g  f ac il i t i e s - $ 4.7  m i l l i o n

2. Ice or  r e f r i g e r a t i o n / f r e e z i n g  fa cil it ie s - 7.4 m i l l i o n

3. B u i l d i n g s  or u t i l i t i e s  - 16.2 m i l l i o n

4. S t a n d a r d  f i n f i s h / s h e l l f i s h  s p eci es p r o c e s s i n g  - 4.1 m i l l i o n

5. O t h e r  v a l u e  added p r o c e s s i n g  - 2.4 m i l l i o n

6. B o t t o m f i s h  f il l e t s  - 8.9  m i l l i o n

7. Surimi - 9.9 mill ion

8. O t h e r  ( in cl u d i n g fishmeal and oil p r oc es si ng )  - 4 .4  m i l l i o n

A p p r o x i m a t e l y  $40 m i l l i o n  o f  the $5 8 m il l io n  total was i d e n t i f i e d  by Mr. 

R e y n o l d s as capital i m p r o v e m e n t s  for b ot to m f i s h  p r o c e s s i n g  plants, so it w o u l d  

seem  as t h o u g h  the m o n e y  (i'-‘ indeed all these p l a n n e d  inv est me ts c o m e  to 

fr uition) is l a r g e l y  b e i n g s pe nt in tha t d e v e l o p i n g  s e c t o r  as int ..oed by law.

£A 1 t h o u g h  m o s t  r e s e a r c h  has su g g e s te d i nc en ti v e s  are not n e c e s s a r y  or  are 

po or ly  d e s i g n e d ,  th ere  are r e s p e c t a b l e  a r gu men ts on bot h s ides o f the issue.
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At p r e s e n t  littl e c o nc re t e  i n f o r m at io n  is a v a i l a b l e  on h ow  these 

i n ves tme nts , actual o r  pr osp ective, will a f f e c t  the A l a s k a n  s e a f o o d  industry 

and the overa ll state economy. The i nd us t r y  is p r e s e n t l y  booming, w i t h  the 

v al u e  o f  c a t c h e s  to f i s h er me n  and p r o c e s s o r s  i n c r e a s i n g  on an annual basis, 

d e s p i t e  t he  fact that f ew er  of the m o s t  h i g h l y  v al ue d  species, salmo n, have 

been l a n d e d  in each o f  the  last two years. C o n s t r u c t i o n  of r e f r i ge r a t i o n  

f a c i l i t i e s  will ena b l e  pr oce ss or s  to adapt to c h a n g i n g  m a r k e t s  in w h i c h  frozen 

s a lm o n  are d i s p l a c i n g  c a n n e d  fish and in w h i c h  frozen b o t t o m f i s h  f il l et s  are 

an i n c r e a s i n g  p iece o f  the pie. Frozen fis h are g e n e r a l l y  h i g h e r  ir value 

th a n  c a n n e d  pro d u c ts  and the fact that they m a y  as well be held in i1 tory 

d u r i n g  p e r i o d s  of  p r o d u c t  surfeit should he lp  to s t r e n g t h e n  somew;.. „ the 

m a r k e t  p o s i t i o n  o f  p r o c e s s o r s  of A l a s k a n  fish.

A t  t h i s  p o i n t  it w o u l d  be s p e c u l a t i v e  to  a t t e m p t  to  d e t e r m i n e  w h e t h e r  

t h e r e  ha ve  be en  any e m p l o y m e n t  gains a t t r i b u t a b l e  t o  t he  c r e d i t  program. 

W h i l e  the c r e d i t  foc u s s es  on capital i n v e stm ent , it is c er ta i n  t ha t some 

i n c r e a s e d  e m p l o y m e n t  will r esu lt  from c a p a c i t y  g r o w t h  and prod uct  

d i v e r s i f i c a t i o n .  W h e t h e r  n e w  jobs  will be f i l l e d  by A l a s k a n s  o r  n o n - r e s i d e n t s  

is t h e  q u e s ti on .  R e c e n t l y  about 7 0 %  o f  shore b a s e d p r o c e s s i n g  jobs  ha v e  been 

f i l l e d  by n o n - r e s i d e n t  seasonal workers. St ate wi de , s ea fo od  p ro ce ss i n g  

e m p l o y m e n t  i nc rea sed  by 100 jobs (less than 1%) b e t w ee n A u g u s t  (a p e a k  month) 

1987 and A u g u s t  1988. The  in cre ase  appears t o  h a v e  been c e n t e r e d  in S ou the ast  

A la sk a,  w h e r e  lit tle  b o tt om f i s h  is p roc ess ed.  If t h e r e  is a substantial 

i n c r e a s e  in w o r k f o r c e  at b o t to m f i s h  plants, t h a t  m a y  be m or e  l i k e l y to benefit 

th e site c o m m u n i t i o s  since m os t  such plants will o p e r a t e  on a y e a r - r o u n d  basis 

as o p p o s e d  to the seasonal nat ure  c * the e s t a b l i s h e d  f ish eri es.  Even if labor 

is imported, m a n y  n r n - r e si de n t s  m a y  p e rf or c e  b e c o m e  de f ac t o  residen ts.

A l t h o u g h  the f i n a n c i n g of c o n s t r u c t i o n  of  n ew  f a c i l i t i e s  is eli gib le 

u n d e r  the c r e d i t  program, no a p p l i c a t i on s for n e w  pl ant s have  been m a d e  says 

J o h n  Hansen, s u p e r v i s o r  o f  the audit off ic e of  the Inc ome  and E x c i s e  Tax

D i v i s i o n  o f  ADOR. All a ppr ov ed  e x p e n d i t u r e s  have  been  fo r e x i s t i n g  or

p r e v i o u s l y  p l a n n e d  investments. Cre di t use has y e t  to a ff ec t  m uc h o f  m ar it im e  

A l a s k a ;  e l i g i b l e  in ves tm en t  o ccu rr ed  in but 22 c o m m u n i t i e s  in 1987. S om e  63% 

o f  th e d o l l a r  value o f a ppr ove d 1987 a p p l i c a t i o n s  w e r e  f r o m  o n l y  three

c o m m u n i t i e s  (Akutan, Kodiak, and Unalaska) and 8 7 %  o r i g i n a t e d  in but  10

c o m m u n i t i e s .  In 1988, the top t h ree  (Kodiak, Unala ska , and Valdez) acco unt ed 

f o r  6 0 %  of  a p p r o v e d  value, w h i l e t he  top ten si tes  had 89%.

A final n ote on the cred it program; Mr. L a u b e r  of PS PA  as se rt s  th at  the 

p r o g r a m  c o u l d  be of a dd ed benefi t to the state, p a r t i c u l a r l y  in t e rm s of 

r e s i d e n t  e m p l o y m e n t  if a c l a r i f i c a t i o n  to the law wer e made. The p ro ce s s o r s  

b e l i e v e  that  the c o n s t r u c t i o n  of emp l o y ee  h o u s i n g  sho uld  q u a l i f y  for the 

c r edi t. A D O R  has not a g r e e d  and has not a p p r o v e d  such e x pe nd it u r e s .  PSPA 

c o n t e n d s  t h at  if ap ar t m e n t or d e t a c h e d  h o u s i n g  we r e  e l i g i b l e  u n d e r  the 

p r o g r a m , p e r m a n e n t  re s i d e n ts  could be at t r ac te d to A l a s k a n  c o m m u ni ti es .  Many 

c o m m u n i t i e s  in w h i c h plants are l oc ate d are c h r o n i c a l l y  sh ort  o f  housing. The
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p r ov i s i o n  of  d e c e n t  h o u s i n g  c o m b i ne d  with y e a r - r o u n d  e m p l o y m e n t  could, ir. Mr. 

La ube r's  opi nio n, h el p to a m e l i o r a t e  the t ra n s i e nt , t e m p o r a r y  n a t u r e  o f  most  

p r o c e s s i n g  e m p l o y m e n t .  He b e l i e v es  t ha t  if c o m p a n i e s  o p e r a t i n g  fa ct o r y  

tr awl er s and o t h e r  at sea p r oc e s s i n g  v e s s e l s  c ou ld  q u al i f y  f or  credi ts for 

i n v e s t m e n t s  in housing, a n u m b e r  o f  such v e s s e l s  c o ul d  be e n t i c e d  to h o me p o r t  

in Alask a. O f  the f i f t y  or so f a c t o r y  t r a w l e r s  l i c e n s e d  to fish the A l a s k a n  

EEZ, no m o r e  tha n ten a re h o m e p o r t e d  in A l as k a .  Inc re as i n g  t h a t  n u m be r  v/ould 

o b v i o u s l y  s t r e n g t h e n  local and regional f i s h i n g  and s up po r t  s e c t o r  e conomies.

II. The F i s h e r i e s  B u s i n e s s  Tax R e v e n ue  S h a r i n g  P r o g r a m

The f i s h e r i e s  b u s i n e s s  t ax  has been a s i g n i f i c a n t  c o n t r i b u t o r  to the 

s ta te t r e a s u r y  (in r e l a t i v e  terms) for o n l y  the las t ten y e ar s.  Total 

c o l l e c t i o n s  t o p p e d  $10 m i l l i o n  d ol l a r s  for th e first tim e in FY 1979 and s in ce 

FY 1981 h a v e  ran ge d  f r o m  about $19 m il l i o n  to $2 6 mi ll i o n .  Fi g u r e  1 d is p la y s  

s ta t e  and mu n i c i pa l s h ar e s  since FY 1979, w i t h  e s t i m a t e s  for FY 1989 - 1990, 

and s h o r t f a l l s  in m u n i c i p a l  s har es  for FY 1987  - 1988 w h e n  a p p r o p r i a t i o n s  w e r e  

i n s u f f i c i e n t  f or  full funding. S i n c e  the 1981 a m e n d m e n t  to the law  w hi ch
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in creased t he  mu ni c i p a l share of  l o c al ly  g e n e r a t e d  r ev e n u e s from 2 0 %  to 50%, 

municipal s h a r e s  have bee n s t e a d i ly  rising. T h e  p r o p o r t i o n  o f  s tate /mu nic ipa l 

shares had s e t t l e d  into about a two t h i r d s / o n e  t hir d p a t t e r n  f or  the five 

y ears  b e g i n n i n g  in FY 1983. That r e l a t i o n s h i p  ch an ge d in FY 1988 as taxpa yer s 

began c l a i m i n g  cre dits. Th e state share d r o p p e d  to o n l y  4 9 %  o f r e v e n ue s  with 

m u n i c i p a l i t i e s  e n t i t l e d  to 51%, alt hough t h e  l a t t e r  r e c e i v e d  o n l y  3 5 %  as 

l e g i s l a t i v e  a p p r o p r i a t i o n s  we r e  i n s u f fi ci e n t  f o r  full d i s t r i b u t i o n .  A l t h o u g h  

total l i a b i l i t i e s  in FY 1988 w e r e  a record $29.1 m ill i o n,  state r eve nue s 

d e c l i n e d  in abs olute, as well as relative, terms, c o m p a r e d  to the pre vio us 

year. S t r o n g  h ar v e s t s and good pri c e s pu she d up r e ve nue s, but the t ax  cre dit  

redu ced  t h e . s t a t e  s ha re o f  the total by $6.7 m i l l i o n  for the year. A b s e n t  the 

credit, the r o u g h  FY 1983 - FY 1987 p r o p or ti o n  o f  s t a t e / m u n i c i p a l  s h ar es  w o u ld  
have p r e v a i l e d .

A D O R  p r o j e c t i o n s  o f  fish eri es bus ine ss t a x  r e v e n u es  and the d i s t r i b u t i o n  

o f  those r e v e n u e s  for t h e  pres ent  and coming fiscal y e a r  (Elliot, pers. com., 

1988) are as follows:

The i nc r e a s ed  state s h ar e in FY 1989 r e f le ct s  the high pr i c e s r e c e i v e d  by 

fi sh er m e n  d u r i n g  1988. T h e  d e cl i n e  in FY 1990 is i n d ic a t i v e  o f  A DO R' s  o pin ion  

t hat tho se h i g h  pric es will not be d u p l i c a t e d  ne x t  year. Th e inc re as e  in the 

FY 1989 c r e d i t  am o u nt  is the resu lt o f  the c a r r y o v e r  of  a p p r o v e d  but u n c l a i m e d  

FY 1988 c r e d i t s  (some $23 million). As that c a r r y o v e r  d i m in is h e s ,  the overall 

level o f  c r e d i t s  c l a i m e d  is e xpe ct ed  to d e c l i ne  in FY 1990. So for th e period 

FY 1988 - FY 1990, th e net state s hare o f  gross f i s h e r i e s  b u s in es s tax 

c o l l e c t i o n s  is f or ec as t  to d e c l i n e  by $30 m i l l i o n  as a r e s u l t  o f  cr ed it s  

a ga ins t the t ax  l i a b il i t i e s  of  processo rs.  S t a t e  r e v e n u e s  fo r the p e ri o d  are 

fo re c a s t  to d e c l i n e  to levels c o m p a r a u l e  to t hos e of FY 1979, b e f o r e  the 

p re sen t tax s t r u c t u r e  w a s  adopte d (FY 1989 m u s t  be r e g a r de d  as an a n o m a l y  at 

p re sen t as i n f l a t e d  s a l m o n  prices r ai se d  the total ex -vessel v alu e fo r t hos e 

species for t h e  1988 c a l e n d a r  y e a r  by o v e r 4 0 %  above the p r e v i o u s  record).

The $ 6 0 0 , 0 0 0  shortfall in FY 1987 d i s t r i b u t i o n s  to m u n i c i p a l i t i e s  was wiped 

out by a s u pp le m e n t a l a p p r o p r i a t i o n  the fo ll o w i ng  year. S u p p lem ent al fundin g 

for the FY 198 8 shortfall has been r e q u e st ed  by A D O R  for FY 1990.

FY 1989 

S t a t e  s har e 

Mu n i c ip al  share 

Mu n i c ip al  shortfall 

C r e d i t s

$13.3 m i l l i o n  

11.2 m i l l i o n  

3.4 m i l l i o n  

14.4 m i l l i o n

FY 1990 

S t a t e  share 

M u n i c i pa l s hare 

C r e d i t s

$ 8.8 m i l l i o n  

12.2 m i l l i o n  

8.9 m i l l i o n
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In 1987, the A l a s k a  L e g i s l a t u r e  a m e n d e d  the r e v e n u e  s ha r i n g  form ula  for 

the fis her ies  b u s i n e s s  tax to provi - ' for a pha se d i m p l e m e n t a t i o n  o f  the full 

share of r ev e n u e s  to be r e tu rn e d  to wly f o rm e d  b o r o u g h s  fo r m o n i e s  c ol lec ted  

from o r g a ni z e d  m u n i c i p a l i t i e s  w i t h i n  the b o u n d a r i e s  o f  t h o s e  borou ghs . U n d e r  

normal c i r c u m s t a n c e s  such m o n i e s  are s p l i t  e v e n l y  (25%/25%) b et we en  the 

c o m m u n i t y o f  or ig i n  a nd  the e n c o m p a s s i n g  bo rou gh.  SB 16 2 a lt er e d  t he formula 

in A S  4 3 . 7 5 . 1 3 0  to g i v e  n e w  b o r o u g h s  a 5% s h a r e o f  r e v e n u e  in t he first y e a r  

o f  o peration, w i t h  the  cit y r e t a i n i n g  45%. In e a c h  s u c c e e d i n g  year, the 

borough s hare  w o ul d  i n c r e a s e  by 5 %  and the c i t y  s har e d e c r e a s e  by 5 %  u n t i 1 the 

st andard d i v i s i o n  c a m e  into e f f e c t  at the c o m m e n c e m e n t  o f  the  f i f t h  c al e n d a r 

y e a r  of t h e  b o r o ug h ' s  exis ten ce.

On l y  one bo rou gh,  A l e u t i a n s  East, has be en  i n c o r p o r a t e d  since the 

e f f e c t i v e d at e  o f  t h e  f o rmu la change. T h e  A l e u t i a n s  East B o r o u gh  was 

i n c o r p o r a t e d  on O c t o b e r  23, 1987, so th e f o r m u l a  w a s  a p p l i e d  onl y to the last 

q u a rte r's  ta x r e c e i p t s  f r o m  the a f f e c t e d  c i t i e s  (Akutan, K in g Cove, and Sand 

Point). T h e  b o roug h h as  thus f ar  re ce iv e d  5 %  o f  th e r e v e n u e s  g e n e r a t e d  w it h i n  

those c i ti e s  for j u s t  that final q u a r t e r  o f  1987. T h e  f or mu l a  amount was

r ed uce d f u r t h e r  by t h e  CY 198 8 funding s hor t f al l.  O t h e r  m u n i c i p a l i t i e s

r ec eiv ed 7 0 . 3 9 %  o f  t h e  r e v en ue  s ha r i n g  f u n d s d u e  t h em;  th e A l e u t i a n s  East 

B or oug h (and its c o n s t i t u e n t  c o mm u n i t i es ) r e c e i v e d  o n l y  6 4 . 8 8 %  of  the full

e n t i t l e m e n t  as a r e s u l t  o f  t h e i r  d el a y e d  s u b mi s s i o n  o f  t ax  i n fo rm a t i on  to

ADOR. I n su ff i c i e n t f u n d i n g  r e m a i n e d  by th a t  time to r e t u r n  the s a m e  portion 

o f  full f u nd i n g  to A l e u t i a n s  E a s t  m u n i c i p a l i t i e s  t h a t  was p r o v i d e d  to the 

r e m a i n d e r  o f  the state. The d i v i s i o n  of  tax r ev e nu e s  (in t ho us a n d s)  g e n e r at ed  

in the b o r o u y h for  FY 1988 was as follows:

A l e u t i a n s  East B o r o u g h  - $ 6 .2  (snortfall - $ 3.3)

City o f  A k u t a n  - 2 4 4.3  (shortfall - 132.2)

City o f  K i n g  Co v e  - 3 72 .4  (shortfall - 201.6)

C ity o f  S a n d  Point - 108 .5 (shortfall - 58.7)

Total - $ 7 3 1 . 4  (shortfall - $395.8)

It m a y  appe ar as t h o u g h  the b o r o u g h' s s h a r e  is s u b s t a n t i a l l y  less than a 

5 %  share o f  one q u a r t e r ' s  tax c oll ec t i o n s.  T h i s i m p r e s s i o n  is the resu lt of 

the seasonal natu re o f  f i s h e r y  ha rvests. The bu lk  o f  the v a lu e  r r  h a r v e s ts  are 
t ak en  d ur i n g  the s p r i n g  and s u m m e r  quarters. In the l a s’ •*** o f  1987, raw 

fish sales in t hes e t h r e e  cities a mou nt ed  to on ly  13 % . lr's sum.

Pl eas e inf orm  us if t he re  is any a dd iti ona l i n f o r m a t i o n  y o u  w i s h  on this 

topic.
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SB 74 "An A c t  a m e n d i n g  and e x t e n d i n g  the f i s h e r i e s  b u s i n e s s  tax 

c redit r e l a t i n g  to f i s h e r i e s  b u s i n e s s  ta x  r e f u n d s  to 

m u n i c i p a l i t i e s ,  and p r o v i d i n g  for an e f f e c t i v e  d a t e . "

Earl i e r  this yea r  I r e q u e s t e d  the S e n a t e  A d v i s o r y  C o u n c i l  to look into the 

impact of the F i s h e r i e s  B u s i n e s s  T a x  C r e d i t  program. I a m  s e n d i n g  their 

report on to you in h o p e s  that it w i l l  b e  u s e f u l  o a c k g r o u n d  for SB 74.
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