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C O M M E R C I A L  F I S H E R I E S  E N T R Y  C O M M I S S I O N

•’O: Hon. S w a c k  Swackhanuner 
H ouse of R e p r e s en ta ti ve s 
Attn: T o m  W r ig ht

FROM: C o m m e r c i a l  F i s h er ie s Ent 
C o m m i s s i o n  

B r uc e Twomley, Cha 
R i c h  Listowski,Comirf 
Phil Smith, Commiss

DATE: M a r c h  7, 1990

F I L E  NO:

T E L E P H O N E  NO: 4 65-4081

SUBJECT: S tatus of IRS
s e i z u r e  a nd forced 
sa l e of e nt ry  
p erm it s

T h a n k  y o u  for y o u r  p hone call y e s t e r d a y  in w h i c h  y o u  i n q ui r ed  
a bout the IRS a n d  its d e s i r e  to s e i z e  and sell entry permi ts  c u r r e n t l y  
in t h e  hands of A l a s k a  fishermen. As w e  discussed, t h e  IRS is 
a t t e m p t i n g  t o  seize a n d  force the sale of A l a s k a  l i m i t e d  e n t r y  permits. 
A  p u b l i c  a u c t i o n  of eight such p e rm it s is s c h e d u l e d  t o  o c c u r  in 
A n c h o r a g e  on M a r c h  29.

T h e  IRS a c t i o n  is c o n t r a r y  to St at e law: the A l a s k a  L e g i s l a t u r e  
has m a d e  it c l e a r  that en tr y  p e r m i t s  are u s e  p r i v i l e g e s  a n d  not 
p r o p e r t y  g e n e r a l l y  subj ec t to s e i z u r e  a n d  f o r c e d  sale by creditors. AS 
16.43.150

A d d i t i o n a l l y , ,  the IRS a ct io n is u n n e c e s s a r i l y  dest ru ct iv e . To a n  
A l a s k a n  fisherman, an e nt r y p e r m i t  is a n e c e s s a r y  to ol  of t h e  trade 
r e q u i r e d  by S t a t e  law. E n t r y  p e r m i t s  w e r e  i n i t i a l l y  i s s u e d  onl y  to 
those f i s h e r m e n  m o s t  d e p e nd en t u p o n  their, r e spective, fisheries. The 
IRS has a l t e r n a t i v e  m e an s to c o l l e c t  ta x  o b l i g a t i o n s  (for instance, 
p a y m e n t  plans, seiz ur e  of assets, a n d  a t t a c h m e n t  of earnings).
F o r c i b l y  d e p r i v i n g  a fi sh erman of h e r  or h e r  e nt r y p e r m i t  c r ea te s  the 
grave r i s k  of d e s t r o y i n g  —  for all time —  th at  f is h er ma n' s 
livelihood.

A t t a c h e d  is a c o py  of the r e c e n t  l e t t e r  from t he A t t o r n e y  Gene r al  
to t h e  IRS s e t t i n g  forth the S t a te 's  position. (Exh. A) In c o m p l i a n c e  
wi th  S t a t e  law, the C o m m i s s i o n  w i l l  not t r a n s f e r  e n t r y  p e rm it s m e r e l y  
as t h e  r e s ul t of the IRS' auction. The IRS has a n t i c i p a t e d  this 
r es po ns e and has bee n i n f o r m i n g  p r o s p e c t i v e  buyer s  t h a t  t h e y  m a y  have 
to sue the State.

A l s o  a t t a c h e d  is o ur l e tter to t h o s e  p e r m i t  h o ld er s w h o s e  permits 
the IRS p r o p o s e s  for auction. (Exh. B) W e  w a r n  the p e r m i t  hol de rs  that 
they m u s t  he lp  th emselves. The C o m m i s s i o n ' s  a c t i o n  m a y  h u r t  t h e m  by 
f u rt he r d r i v i n g  d ow n the price t h at  b uy e rs  are p r e p a r e d  to p a y  at
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a u c t i o n  (the IRS is already o f f e r in g some s h o c k i n g l y  l o w  prices). In 
turn, un less the y  h e l p  t he ms e lv es  by p u r s u i n g  i nd iv i d u a l  remedies, if 
t he IRS finds a w a y  to roll o v e r  the State's opposition, the individual 
p e r m i t  holders w i l l  have to live w i t h  the r e s ul ts  of the sale.

The IRS has t a k e n  a curi ou s a p p r o a c h  to its p r o p o s e d  sale, as 
r e f l e c t e d  in the a t t a ch ed  ne ws pa pe r a r t ic le  (Exh. C) T he IRS suggests 
t h a t  w i n n i n g  bidd er s file a class a c t i o n  suit t o  pry perm it s aw ay  from 
t he State. The IRS is o f f e r i n g  b a r g a i n  b a s e m e n t  prices (for example, 
an A l a s k a  P e n i n s u l a  seine p e r m i t  v a l u e d  at m o r e  that $200,000 is being 
o f f e r e d  by the IRS for $26,000).

IRS' a p p r o a c h  suggests, at least, two p os si bi li t ie s.  First, they 
a p p e a r  to b e  m a k i n g  an e ff or t to b u i l d  public s e n t i m e n t  a g ai ns t t h e  
S t at e b y  c r e a t i n g  this group of interested, s u c c e s s f u l  bidders. Second 
t h e  IRS is so t e n t a t i v e  that it m a y  sugge st  tha t IRS o f f i c ia ls  m a y  not 
be u n i t e d  o n  h o w  h a r d  to p u s h  on this issue.

Generally, the IRS has b e e n  mad e se nsitive to p u b l i c  opinion. The 
IRS is n ow f o r c e d  to operate un de r the r e c e nt ly  a d o pt ed  federal 
T ax pa y e r ' s  Bill of Rights. A d d it io na l ly , a series of reports 
c u l m i n a t i n g  in a r e ce n t p u b l i c a t i o n  a re e x t r e m e l y  c r i t i c a l  of the IRS 
(Exh. D)

Ultimately, it appears a l mo st  i ne vi t a b l e  t h a t  this issue w i l l  end 
u p  in court. Un ti l that time, the C o m m i s s i o n  w i l l  r e m a i n  s t e a d f a s t  in 
o u r  effort t o  u p h o l d  State law.

Thanks, again, for y o u r  i nterest in this issue. P l ea s e let us 
k n o w  if we c a n  o f f e r  a dd it i on al  information, a n d  be a s s u r e d  that w e  
w i l l  keep y o u  i n f o r m e d  as the issue unfolds.
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

M a r c h  2, 1990

R i c h a r d  A. Schult 
R e v en ue  O f f ic er  
Internal Reve nu e  Service 
P.O. Box 101500 
Anchorage, A K  99 51 0- 15 00

R E PLY  TO:

□  1031 W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 -1994  
PHONE. <907) 276 -3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST  
SUITE 400
FAIRBANKS. ALASKA 99701 -4679

S&PO. BOX K -S T A T E  CAPITOL 
JUNEAU. ALASKA 99811 -0300  
PHONE: (9 0 7 ) 465 -3600

STEVE COWPER, GOVERNOR

Re: P r o po se d forced sale of
commer c ia l fish i ng  limited e nt ry  
permits a nd notices of intent 
filed by the Internal R e v e nu e 
Service -- Our file 66 3 -90-0325

Dear M : S c h u l t :

F r o m  an art ic le  and advert is e me nt s in the A n c h o r a g e  D a i l y  
News, w e  hav e l e a r n e d  that the Int er na l R e v e nu e S e r v i c e  ("IRS") 
pr op os es  to force the sale of eight (8) A l a s k a  c o m m e r c i a l  fishing 
limited entry permits. (A list of the permit numbers and the n ames 
of their holders is attached.) A p p a r e n t l y  in sup po rt  of the 
p r o p o s e d  sale, y o u  have signed and su bm itted to the A l a s k a  
C o m m e r c i a l  F is heries Entry C o m m i s s i o n  ("CFEC") a n um be r cf "Notice 
o f  Intent to T r a n s f e r "  forms with respect to eac h of the permits. 
N o n e  of those forms have b e e n  signed by the p e r m i t h o l d e r s .

The State of A l a s k a  has in formed the IRS o n  several 
o cc asions that, in lim it in g  entry to Alaska's fisheries, the A l a s k a  
L e g i s l a t u r e  d e c l ar ed  that limited e n t r y  permits are u s e  p r i v i l e g e s  
subj ec t to r e v o c a t i o n  w i t h o u t  c o m p e n s a t i o n  and n o t  property. 
A S  16.43.150(e). Co ns is t e n t  w i t h  that d ef in i t i o n  of the n a tu re  of 
e n t r y  permits, the A l a s k a  L e g i s l a t u r e  p l a c e d  a n um be r of 
r e s t r i c t i o n s  u p o n  the h o l d e r  of an entry p e rm it  a n d  g e n e r a l l y  
p r o h i b i t e d  forc ed  tra ns fe r of an en t ry  permit: " E x c e p t  [under
lim it ed  c i r c u m s t a n c e s ], an e ntry p e r m i t  may n o t  be . . . attached, 
distrained, or s o l d  on e x e c u t i o n  of j udgment or u n d e r  a ny o th er  
p roc es s or order of any court." AS 16.43.150(g).

As a consequence, state procedures a l l o w  o n l y  the h o ld e r 
of an e nt ry  p e rm it  to initiate a transfer of that permit. No 
p ro vi s i o n s  exist f or a forced transfer. A cc o rd i n g l y ,  we are 
r e t u r n i n g  to you e a c h  of the "Notice of Intent to T r a n s f e r "  forms 
that y o u  have filed on b e h a l f  of the IRS.

It also has been r e p o rt e d that, in light of the absence 
of any pr ov is i o n s  in state law for forced t r a ns fe r of e nt ry

EXH. A
C3UH
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permits, the.-IRS m a y  suggest to prospe ct iv e b i d d e r s  at any sale 
that, if successful, they should sue the state to gain p os se ss io n  
of the permits. We presu me  from this that the IRS will at least 
inform p r o s p e c t i v e  bidders that there m a y  be a p r o b l e m  in o bt ai ni ng  
po ss es si on  of the permits.

Beyo nd  that, however, we seriously q u e s t i o n  the w i s d o m  
of the IRS a t t e m p t i n g  to w a s h  its hands of a n y  legal questions 
surrounding the p r o p o s e d  sale and transfer any r i s k  to p ro spective 
bidders. The d e p r e s s i n g  ef fect this action w i l l  have on p o t e n ti al  
bids is obvious. The social and ec on om i c costs such action will 
inflict on p o t e n t i a l  bidders, the p e r m i t h o l d e r s , and the state are 
not so obvious, b ut n o n e t h e l e s s  substantial.

T he se  qu es ti on s b ec om e even more s i g n i f i c a n t  if, as we 
understand, m a n y  o f  the pe rm it h o l d e r s  involved are actively seeking 
ways other than f o r c e d  sales to p a y  their tax obligations. Gi ve n 
the legal u n c e r t a i n t i e s  s u r r o u n d i n g  the p r o p o s e d  forced sales, 
sound po licy w o u l d  seem to dictate that all other p o t e n ti a l 
al ternative remedies be e x h a u s t e d  before e m b a r k i n g  on such a 
qu es tionable approach.

We th er ef or e urge the IRS to re c on s i d e r  its attempts to 
force sales of e n t r y  permits and to look to a l t e r n a t i v e  means to 
enforce tax obligations, such as attach me nt  of assets and earnings 
and n eg ot i a t i n g  p a y m e n t  plans. At the same time, w e  r e c o g ni z e the 
o bl ig at io n all ci ti ze ns  have to support their government. Should 
a fisherman be p e r s u a d e d  to sell his or her p e r m i t  to o b t a i n  funds 
to pay a tax obligation,; the CFEC remains r e a d y  to t ransfer the 
permit at the r e q u e s t  of the holder. Abse nt  a r e q u e s t  to transfer 
by the holder, however, our hands are tied.

We ho pe  y o u  will r e c o n s i d e r  the p r o p o s e d  forced sales.

S i n c e r e l y ,

DOUG LA S B. BAILY
A T T O R N E Y  GENERAL

B y ;

G. Thomas K o e s t e r  
A s s i s t a n t  A t t o r n e y  General
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cc: Robert W. Brock
District Di re c to r
A n c h o ra g e District Internal Revenue Service 
949 East 36th A v e n u e  
A nchorage, A l a s k a  99508

C o mm er c i a l  F is heries E ntry C o m m i s s i o n
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P e rm it  hol de rs  and e n t r y  p e r m i t  numbers w i t h  r e s p e c t  to w h i c h  th< 
IRS has f iled Notices of Inten t to Tr a ns fe r:

M a l c o l m  J. B rown 

M a l c o l m  J. Brown 

W i l l i a m  S h e l l i k o f f  

S teve E. Will ia m s 

Chris A. G u n d e r s e n  

W i l b u r  M. M c G l a s h a n  

Andy K a l m a k o f f  

G e o r g e  L. G a t t e r

S01E 59399E 
S03E 59179U 
SO1M 64041X01ER 
S04T 314 I01KN 
SO1M 58154X 
SO1M 60579E01 HR 
SOIL 6 1370V01MR 
S03T 56879M



PE RM IT S  AS TO WHICH THE IR S  HAS SERVED
N O T ICES  OF S E IZ U R E  ON THE ENTRY COMMISSION

HOLDER
Olga Chukwak 
G en e ra l  D e l i v e r y  
L e y e l o c k ,  AK 99625
R ob e r t  C. C lucas  
SR 2 ,  Box 900 
Clain Gu lch ,  AK 99568
G e o r g e  L. G a t t e r  
Box 82
Naknek, AK 99635
C h r i s  Gundersen 
Box 7 6
Sand P o i n t ,  AK 99661
P au l  K . J .  Gundersen 
Box 91
Sand P o i n t ,  AK 99661
Le ro y  E . J .  H a r r i s  
HC 2 , Box 528 
K a s i l o f  AK 99610
Andy K a lm a k o f f  
G en e ra l  D e l i v e r y  
C h ig n ik  Lake ,  AK 99564
W i lb u r  M. McGlashan 
Bex 31
Sand P o i n t ,  AK 99661
H a r r y  E. S h i p m a n  
Box 1985
C o r d o v a ,  AK 99574
C h a r l e s  T. Vanderende
t r o l l
Box 71
P o in t  B a k e r ,  AK 99927
R obe r t  L . Ves t  
Box 613
S o ld o t n a ,  AK 99669
S teven  E. W i l l i a m s  
Box 375
King Sa lmon , AK 99613

PERMIT NUMBER 
S04T 56856Q

S04H 60756N

S03T 56R79M

S01M 58154X

S03M 61677G

SO IK 61000C

SOIL 61370V

SO1M 60579E

S03E 58715Q

S15B 55805E

S03H 656570 

S04T 603141

B r i s t o l  Bay s e t  
g i l l  net

Cook I n l e t  s e t  
g i l l  net

B r i s t o l  Bay d r i f t  
g i l l  net

P e n i n s u l a -A l e u t i a n s  
pu rse  s e in e

P e n i n s u l a -A l e u t i a n s  
d r i f t  g i l l  n e t

Kod iak  pu rse  s e in e

Ch ig n ik  pu rse  s e in e

P e n i n s u l a -A l e u t i a n s  
pu rse  s e in e

P r i n c e  W i l l i a m  Sound 
d r i f t  g i l l  n e t

S ta tew id e  power

Cook I n l e t  d r i f t  
g i l l  net

B r i s t o l  Bay s e t  
g i l l  n e t

U n d e r l i n i n g  o f  names i n d i c a t e s  p e rm i t s  which th e  IRS p ro p o se s  t o  
a u c t i o n  on March 2 9 ,  1990 .



PE RM IT S  AS TO WHICH I R S  HAS SERVED NOT ICE  OF I R S  L IE N S
UPON THE ENTRY COMMISSION

H o l d e r

K n u t e  A n d e r s o n  
G e n e r a l  D e l i v e r y  
F a l s e  Pass, A K  99583

R a n d a l l  M. B o s  
Box 1125
C h i c k a l o o n ,  A K  99674

A l e c  C o n s t a n t i n e  
Box 8 2 005 
'lyonek, A K  9 9 6 8 2

A l e c k  C o n s t a n t i n e  
Box 49047
Port Heiden, A  9 9549

J o h n n y  S. C o n s t a n t’ .ne 
G e n e r a l  D e l i v e r y  
C h i g n i k  Lake, A K  99564

R o b e r t  G. D e i g h  
Box 66
Egegik, A K  9 9 5 7 9

L o r r a i n e  C. E v a n s  
Box 70065
S o u t h  N a k n e k ,  A K  9 9 6 7 0

T o d d  W. G r a n g e r  
Box 1292
Cordova, A K  9 9 5 7 4

P e t e r  N.J. G r o n h o l d t  
Box 8 7
S a n d  Point, A K  9 9 6 6 1

B e r n a r d  C. J o e  
Box 32321
M o u n t a i n  V i l l a g e ,  A K  9 9 6 3 2

H i c k  J. K a t e l n i k o f f  
Eox 3863
Kodiak, A K  9 9 6 1 5

K e n n e t h  G.J. K i r k m a n  
217 H e i n t z l e m a n  
A n c h o r a g e ,  A K  9 9 5 0 3

P e r m i t  N u m b e r  

S 0 3 M  5 6 6 2 2 U

S 0 3 E  5 5 3 9 IX

S 0 4 H  5 9 1 1 6 G

S 0 3 T  5 7 2 1 8 F

S 0 3 E  5 6 5 5 3 1
. i

S 0 3 M  5 8 1 5 5 U

SO IE 6 0 8 7 4 E

P e n i n s u l a - A l e u t i a n s  
d r i f t  g i l l  net

P r i n c e  W i l l i a m  S o u n d  
d r i f t  ciill n e t

C o o k  I n l e t  s e t  
g i l l  net

B r i s t o l  Bay d r i f t  
g i l l  net

S O I L  5 7 8 0 8 1  C h i g n i k  p u r s e  s e i n e

S 0 3 T  5 8 1 1 6 K  B r i s t o l  B a y  d r i f t  gi l l  net

S 0 4 T  5 6 2 1 3 V  B r i s t o l  B a y  s e t  g i l l  n e t

P r i n c e  W i l l i a m  S o u n i  
d r i f t  gi l l  n e t

P e n i n s u l a - A l e u t i a n s  
d r i f t  g i l l  n e t

S 0 4 Y  6 2 6 6 6 S  L o w e r  Y u k o n  g i l l  net

S 0 1 K  6 0 2 4 9 S  K o d i a k  p u r s e  s e i n e

P r i n c e  W i l l i a m  S o u n d  
p u r s e  s e i n e

m



D o n a l d  P.S. K o m p k o f f  
621 C a t o  S t r e e t  
C h e n e g a  Bay, A K  9957''

Paul J. K o m p k o f f  
Box 1732
C o r d o v a ,  A K  9 9574

M i c h a e l  A. L o p e z  
Box 1004
P e t e r s b u r g ,  A K  9 9833

John P. L o r e n t z e n  
Box 380
C o r d o v a ,  A K  9 9574

E d w a r d  A. M a c k  
Box 95
King Cove, A K  9 9 6 1 2

C h a r l e s  A. N e l s o n  
Box 72
Egegik, A K  9 9 5 7 9

J o h n n y  A. N e l s o n  
G e n e r a l  D e l i v e r y  
N e l s o n  L a g oon, A K  9 9 5 7 1

W i l l i a m  R. R e i d  
Box 1234
Co r d o v a ,  A K  9 9 5 7 4

H a r o l d  F. R o b e r t s  
213 E 8th A v e n u e  #6 
A n c h o r a g e ,  A K  9 9 5 0 1

W i l l i a m  G. S h e l l i k o f f  
G e n e r a l  D e l i v e r y  
F a lse Pass, A K  9 9 5 8 3

S t e v e n  R. S m i t h  
Box 1724
C o rdova, A K  99574

D a n i e l  R. T h i s t l e
Box 5 2 1 2 3 5
Big Lake, A K  9 9 6 5 2

J ames P. T o t e m o f f  
Box 1232
C o r d o v a ,  A K  9 9 5 7 4

S 0 3 E  6 0 5 1 3 C

S 0 3 E  5 9 6 9 5 0

S 0 3 E  b 1C5 3 B

S Q 3 M  5 7 4 32Z

S 0 3 T  5 9 8 7 4 W

S 0 3 M  5 7 3 4 4 X

L 2 1 E  6 5 7 4 0 R

S 0 3 T  5 6 5 7 1W

S O 1 M  64041

S 0 3 T  5 6 7 2 4 C  
GO IE 6 4 5 4 5 R

S 0 1 E  5 9 4 7 2 U

P r i n c e  W i l l i a m  S o u n d  
d r i f t  g i l l  net

P r i n c e  W i l l i a m  S o u n d  
d r i f t  g i l l  net

S 0 1 A  5 7 2 8 8 B  S o u t h e a s t  p u r s e  s e i n e

P r i n c e  W i l l i a m  S o u n d  
d r i f t  a i l l  net

P e n i n s u l a - A l e u t i a n s  
d r i f t  g i l l  net

B r i s t o l  B a y  d r i f t  
g i l l  net

P e n i n s u l a - A l e u t i a n s  
d r i f t  g i l l  n e t

P r i n c e  W i l l i a m  S o u n d  
h e r r i n g  p o u n d

B r i s t o l  B a y  d r i f t  
g i l l  net

P e n i n s u l a - A l e u t i a n s  
p u r s e  s e i n e

B r i s t o l  B a y  d r i f t  g i l l  net 
P WS h e r r i n g  p u r s e  s e i n e

S 0 4 H  5 9 7 5 4 0  C o o k  I n l e t  set g i l l  net

P r i n c e  W i l l i a m  S o u n d  
p u r s e  s e i n e

’'U n d e r l i n i n g  o f  n a m e s  i n d i c a t e s  p e r m i t s  w h i c h  the I R S  p r o p o s e s  t o  a u c t i o n  
on M a r c h  29, 1990.



STEVE COWPER, GOVERNOR

C O M M E R C I A L  F I S H E R I E S  E N T R Y  C O M M IS S I O N  p o b o x k b

Re: Int er na l  Reve n ue  S e r v i c e
F o r c e d  S a l e  of Your En tr y Permit

Dear P e r m i t  Holder:

As we trust y o u  are fully aware at this point, the 
Internal R e v e n u e  S e r v i c e  (IRS) p r o p os e s to f or c e the sa le  of 
y ou r e n t r y  p e r m i t  on M ar c h 29, 1990.

The S t a t e  has b e e n  r e s i s t i n g  this kind of a c t i o n  b y  the 
IRS si nc e  at least 1981 and w i l l  c o n t i n u e  to d o  so. E n c l o s e d  
is a c o p y  of a l e t t e r  the A t t o r n e y  G e n e r a l  has sen t to the IRS 
c o n c e r n i n g  y o u r  e n t r y  permit.

The fa ct  that the St at e is r e s i s t i n g  the IRS m a y  not help 
you: in fac t it m a y  hurt y ou unless y o u  take a c t i o n  on y o u r  
own behalf. The S t a t e ' s  o p p o s i t i o n  w i l l  l ikely d i s c o u r a g e  
h i g h e r  bids at the IRS auction. If the IRS finds a w a y  to 
roll o v e r  t he S t a t e ' s  oppos it io n,  y o u  will ha ve  to live wi t h 
the resu lt s of the sale, u n le ss  yo u ha ve  p r o t e c t e d  yourself.

T he re f o r e ,  if y o u  have not a l r e a d y  done so, we ur g e you 
to get q u a l i f i e d  p r o f e s s i o n a l  he lp  a n d  to take a c t i o n  on y ou r  
o wn behalf. The s i t u a t i o n  v a r i e s  f r o m  c a s e  to case, a n d  there 
m a y  be h e l p f u l  r e m e d i e s  that you c o u l d  p u r su e on y o u r  own. 
There fo re , w e  urge y o u  to s e e k  t he h e l p  of a lawyer, 
a c c ou nt an t , or o t h e r  a d v o c a t e  q u a l i f i e d  to a d d r e s s  IRS issues.

You, o r  a ny on e on y o u r  behalf, is w e l c o m e  t o  call m e  to 
d i s c u s s  t h e s e  ma tters. P l e a s e  act quickly.

JUNEAU. ALASKA 9 9B 11-0302 
PHONE. <907) *65 -4001

M a r c h  2, 1990

B T : d a n
E n c l o s u r e
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Dec em be r 24, 1986

The H o n o ra bl e  L a w r e n c e  B. Gibbs
C o m m i s s i o n e r
Internal Revenue Service
1111 C o n s t i t u t i o n  A v e n u e  NW
Washington, DC 20224

Dear Comi.ussioner Gibbs:

Re: IRS S e i z u r e  and Forced Sale of A l a s k a  L i mi t ed
Entry Permits 

* •

I am w r i t i n g  to r e q ue s t your a s s i s t a n c e  in r e s o l v i n g  a 
l o n g s t a n d i n g  p r o b l e m  facing A l a s k a  fi s hermen and the state.
The Internal R e v e n u e  Serv ic e (IRS) is a t t e m p t i n g  to seize
and force the sale of A l a s k a  limited e nt ry  p e r m i t s  to 
satisfy a l l e g e d  tax o b l i g a t i o n s  of A l a s k a  fishermen. F r o m  
the sp ec i f i c  e x a m p l e  below, i nv o l v i n g  an A l a s k a  N a t i v e  set
net fi sherman from Yakutat, y o u  can see that the IRS is not
being v e r y  s e l e c t i v e  in e m p l o y i n g  this d r a c o n i a n  measure.

You may re call that the A l a s k a  Legislature, u n d e r  Alas k a 
Statute 16. 43 .1 50 ( g) , sought to p r o t e c t  from c r e d i t o r s  and 
court o r d e r s  lim it ed  en tr y p e r mi ts  as the n e c e s s a r y  tool of 
trade o f  a fisherman. U nd er  A l a s k a  Statu te  16 .43.150(e), 
the A l a s k a  L e g i s l a t u r e  also d e c l a r e d  that en tr y perm it s were 
no more t ha n  a use p r i v i l e g e  w h i c h  the L e g i s l a t u r e  could 
m od if y o r  revoke at will; that is, e n t r y  p e r m i t s  are s o m e­
thing less than p r o p e r t y  s u bj ec t to IRS e n f o r c e m e n t  
measures. State law governs the un de rl y i n g  legal q u e s t i o n  
as to w h e t h e r  an A l a s k a  limit e d entry perm i t is property. 
A q u il in o v. U n i t e d  S t a t e s , 363 US 509, 513, 4 L. Ed. 2d 
1365, 80 S. C t . 1277 (i960) . Addition al ly ,  A r t i c l e  I, 
Section 1, of our A l a s k a  C o n s t i t u t i o n  g u a r a n t e e s  to ind i­
viduals a right to the r e wa rd s  of their own industry.

Legal a r g u m e n t s  aside, IRS sei zu re  and sale of A l a s k a  
limited e n t r y  p e rm it s  can w o r k  a t errible h a r d s h i p  on A l aska

Exh i;  t  (1 of 3)
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f i she rmen  and can r e s u l t  i n  the t r a n s f e r  ou t  o f  s t a t e  o f  
A laska  l im i t e d  e n t r y  p e rm i t s .  For examp le ,  the  IRS i s  
p r e s e n t l y  a t t em p t in g  to  f o r c e  the s a l e  o f  a Y a ku ta t  s e t  g i l l  
net e n t r y  p e rm i t  b e lo n g in g  to  an A la ska  N a t i v e  named George 
Ramos. Mr. Ramos' e n t r y  p e rm i t  i s  wor th  abou t 5 2 7 , 6 2 5 .  on 
the open m a rk e t .  Mr. Ramos has made r e g u l a r  payments toward 
h is  o b l i g a t i o n ,  and the IPS  concedes th a t  h i s  tax  l i a b i l i t y  
is  now reduced t o  $ 9 , 5 0 0 .  Mr. Ramos, w i th  th e  h e lp  o f  a tax  
p r e p a r e r ,  f i l e d  an amended r e t u r n  i n d i c a t i n g  the amount he 
owes the  IRS i s  now 5 4 , 0 0 0 .  The IRS has r e f u s e d  t o  e v a lu a t e  
the amended r e t u r n  and i s  i n s i s t i n g  upon payment o f  5 9 ,5 0 0  
b e fo r e  i t  w i l l  d e te rm in e  the  e xac t  amount ow ing . Mr. Ramos 
cannot a f f o r d  to  pay the 5 9 , 5 0 0 .  The IRS i s  go ing  fo rwa rd  
i t h  the  f o r c e d  s a l e  o f  Mr. Ramos' e n t r y  p e rm i t  and i s  

p repa red  to  s e l l  the p e rm i t  f o r  as l i t t l e  as S 9 , 5 6 1 . 7 0 .  The 
fo rc ed  s a l e  o f  Mr. Ramos' e n t r y  p e rm i t  w i l l  d e s t r o y  h i s  
a b i l i t y  t o  make a modest l i v i n g .  A d d i t i o n a l l y ,  the  f o r c e d  
s a l e  r a i s e s  the  r i s k  t h a t  the p e rm i t  w i l l  t r a n s f e r  t o  
someone o u t s i d e  tne s t a t e ,  "he  IRS has a l r e a d y  been in  
touch w i th  a t  l e a s t  one p e rm i t  b r o k e r  in  c o n n e c t i o n  w ith  
t h i s  s a l e .
From a p u r e l y  f e d e r a l  s t a n d p o i n t ,  i t  would seem c l e a r  t h a t  
Che d e s t r u c t i o n  o f  a f i s h e rm a n ' s  means t o  e a rn  a l i v i n g  
wculd undermine a c o n t i n u i n g  sou rce  o f  revenue  t o  th e  Un ited  
S t a t e ?  .
Th is  i s s u e  a f f e c t s  a number o f  A la s k a  f i s h e rm en .  The IRS 
has f i l e d  a s e r i e s  o f  f e d e r a l  t a x  l i e n s  w i th  the A la s k a  
Commerc ia l F i s h e r i e s  E n t r y  Commission.
N e c e s s a r i l y ,  the  s t a t e  i s  p r e p a r i n g  to  l i t i g a t e  the  i s s u e s ,  
but I  wou ld p r e f e r  n o t  t o  wager the  w e l l - b e i n g  o f  A la ska  
f i sh e rm en  upon a f a v o r a b l e  outcome in  c o u r t .  I t  o c c u r s  t o  
me t h a t ,  in  the  s h o r t  te rm ,  w i th  y o u r  h e l p ,  the IRS might 
ag ree  t o  g u i d e l i n e s  whereby A la ska  l im i t e d  e n t r y  p e rm i t s  a re  
an en fo r c em en t  t a r g e t  o f  l a s t  r e s o r t  o n l y  a f t e r  a l l  o t h e r  
r e a s o n a b le  measures have been exhaus ted  ( f o r  examp le ,  agreed 
upon payment s c h e d u l e s ) . F o r  the  l o n g e r  t e rm ,  f e d e r a l  
l e g i s l a t i o n  c o u ld  exempt A la s k a  l im i t e d  e n t r y  p e rm i t s  as a 
n e c e s s a r y  t o o l  o f  t r a d e  f rom f e d e r a l  t a x  e n fo r c em en t .
Yru a r e  undoub ted ly  aware t h a t  the Un i ted  S t a t e s  Department 
o f  H e a l t h  and W e l f a r e  and the S o c i a l  S e c u r i t y  A d m in i s t r a t i o n  
have take r ,  a more r e a s o n a b le  approach t o  A la sk a  l im i t e d  
e n t r y  p e rm i t s .  P u rsu an t  t o  20 CFR Sec .  4 1 6 . 1 2 2 2 ,  A la ska  
l im i t e d  e n t r y  p e rm i t s  a r e  l a r g e l y  exempt f rom  c o n s i d e r a t i o n  
as a cash r e s o u r c e .  50 Fed . Reg. 4 2 , 6 8 4  (O c tobe r  22 ,  1 9 8 5 ) .

E x h i b i t  £  (2 of 3)
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I  would be v e r y  g r a t e f u l  i f  yoy. c ou ld  he o f  a s s i s t a n c e  i 
t h i s  m a t t e r c  / /  r

ir.

i n c e r

[eve Cowper 
Gove rno r

c c :  John K a t z ,  S p e c i a l  Counse l
S t a t e / F e d e r a l  R e l a t i o n s  
A t t e n t i o n :  E r i c  L a sch eve r

P o l i c y  and Program S p e c i a l i s t  
O f f i c e  o f  the Gove rno r
Josepn  W. G e ld h o f  
A s s i s t a n t  A t t o r n e y  G en e ra l  
Depa r tment o f  Law 
M/S 0300
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Penetrating book gives frightening view of IR S ’ inner workings
With 123,0000 employees the IRS also has at its disposal the 
investigative powers or huge computers and laws in the U.S. tax code 
that make it a small, stand-alone government. The IRS has an arrogance 
that is backed up with legal authority.

A LAW UNTO ITSELF: 
Pow er, Politics and the IRS, by 
David Burnham; Random House 
(420 pages, $22.50)

By JACKA.SEAMONDS 
K nJght-R ldder N ew a p a p e n

Stunning — there is no other 
way to describe investigative re­
p o rte r David Burnham’s pene­
tra tin g  and often intimidating 
look inside one of Am erica’s 
m ost feared and most pervasive 
agencies — the Internal Revenue 
Service.

With 123,0000 employees — 
five tim es the size of the Federal 
B ureau of Investigation and 
tw ice the size of the Central In­
telligence Agency — the 1RS also 
has a t its disposal the Investiga­
tive powers of huge computers 
and laws in the U.S. tax code that 
m ake It a sm all, stand-alone gov­
ernm ent.

Burnham  — for 15 years an 
award-winning reporter for the 
New York Tim es — probes areas 

1 of the  I RS where no reporter has 
so thoroughly dug before.

For exam ple:
Virtually every U.S. president 

from  Herbert Hoover to Richard 
Nixon has used the investigative 
pow ers for political goals.

Senior IRS officials, using 
their own or an adm inistration’s 
political agenda, have harassed

various groups lobbying on be­
half of homosexual rights, the en­
vironment and civil rights. When 
a New York law yer was hired In 
1975 to form a  tax-exempt educa­
tional foundation on behalf of ho­
mosexuals, called the Fund For 
Human Dignity, the IRS set 
down four conditions that had to 
be m et for the designation. 
Among them : that the Fund for 
Human Dignity Include In any 
discussion panel an  "avowed 
enem y’’ of homosexuality and 
avoidance of "social Inter­
change" at group meetings. The 
tax-exempt status w asn’t 
granted until the C arter admin­
istration ushered in a new IRS di­
rector.

F'erhaps most chilling because 
it dealt with millions of middie- 
class Americans, IRS mirman- 
agem ent and poor com puter sys­
tem s led to im proper, wide­
spread and incorrect enforce­
ment actions. Some of the exam ­
ples cited in Burnham ’s book are  
m erely amusing; others a re

tragic.
In 1987, 18-year-old Shannon 

Bums of San Jose, Calif., had ac ­
cum ulated $684 in her savings ac ­
count when the  IRS slapped a 
lien on the money. Because Shan­
non was a minor, her fa ther’s 
nam e was also on the account — 
and her fa ther owed the IRS 
$1,000. The agency was d e ter­
mined to get the money, even 
from a  18year-old child. An IRS 
spokesperson said that the IRS 
collection division tock the action 
because "T hey’re pretty  hard- 
nosed. T hat’s their Job.”

In another case, the IRS liter­
ally stole money, falsely depos­
ited it and, when the e rro r cam e 
to light, refused to return the 
money. A retired  postal worker, 
Donald Thurow, sent a $1,300 
m ortgage paym ent in July 1966 
to his bank. Somehow, eight days 
later, the check arrived at the 
IRS Fresno, Calif., service cen­
ter, w here Internal Revenue Ser­
vice was stam ped over the nam e 
of Thurow’s bank and the check

was deposited In the U.S. T reas­
ury. Thurow didn’t learn of the 
e rro r  until his bank called look­
ing for the m ortgage paym ent.

Because Thurow didn’t owe 
the IRS money, he and his law­
y e r filed for a refund of the 
$1,300. The IRS Ignored Thurow’s 
pleas for six months. So Thurow 
filed suit against the IRS for the 
$1,300, attorney fees, Interest — 
and $50,000 in punitive dam ages. 
The IRS was so incensed a t the 
dem and for punitive dam ages 
that the agency asked a federal 
judge to force Thurflw’s lawyer 
to pay the governm ent’s legal 
fees in the suit. Thurow ulti­
m ately got his mot.ey back.

An isolated case? Unlikely. 
Thurow ’s lawyer, Montie | Day, 
says that a fte r the story was pub­
lished in San Francisco newspa­
pers, he was approached by oth­
ers who had checks stolen and 
deposited by the IRS.

The IRS’ 1988 annual report 
says the agency processed 194 
million tax returns during the

year. T hat’s a huge undertaking 
by any bureaucracy , and mis­
tak es  a re  inevitably.

But the IRS has an arrogance 
that is backed up with legal 
authority , Burnham  contends. If 
your c a r  insurance company 
m akes m istakes, you can com­
plain, w rite the company, tell 
your agent to fix the problem or 
go to ano ther insurance com­
pany. But th ere  is only one I US.

T hat arrogance and the enor­
m ous power of the IRS — the 
presum ption that the IRS is right 
and  it is a taxpayer’s burden to 
prove innocence, for Instance — 
is perhaps the overriding thenv; 
of Burnham ’s book.

Virtually all income taxes In 
Am erica paid by individuals are 
paid in advance by payroll de­
duction. To that extent, the vol­
untary  com pliance by Americans 
in paying taxes is largely involun­
tary . Burnham  suggests that 
m ism anagem ent, corruption and 
arrogance in the IRS in dealing 
with taxpayers may lead the av­
erag e  citizen to rethink, say, re­
porting all income, paying taxes 
on dividends and correctly listing 
all dependents.

The underlying danger, Burn­
ham  concludes, is that an IRS 
which loses the faith of the 
Am erican people is on a collision 
course with disaster.
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state conflict
Continued trom Page C-1
Those whose permits have 

been seized still have more 
than a month to pay up their 
back taxes and regain their 
fishing rights. At least one 
fishermen intends to do just 
that.

"I owe $130,000 in back 
said Chris Gunder­

sen, a Sand Point ttshermen. 
"It's kind of a bum deal. I’m 
not going to let them sell it 
(the permit) at auction. I 
will pay it off.”

O ther fisherm en w ith  
seized permits could not be 
reached for comment Thurs­
day.

L im ited  entry perm its  
were created in 1933 by a 
state legislature desperate to 
find a way to curb the num­
ber of fishery participants at 
a tim e when salmon stocks 
were near record lows. The 
legislation created complex 
criteria (largely  based on 
past experience) to deter­
mine who could participate 
in each of Alaska's regional 
salmon fisheries.

Fishermen who received 
those permits were free to 
fish them for as long as they 
chose, or sell or give the 
permits away.

But legislators, according 
to a state House Research 
Agency memorandum, didn’t 
want an asset that could be 
acquired by speculators or 
canneries. So they defined 
the permits as a privilege 
that could "not be pledged, 
leased or encumbered in any 
way," although they later 
amended the act to allow  
two state lending agencies to 
use the permits as collateral.

A 1979 state attorney gen­
eral’s opinion declared the 
permits were not a property 
right. Therefore, if the legis­
lature chose to revoke or 
otherwise tamper with the 
lim ited  entry sy stem , it 
would not have to compen­
sate fishermen for any losses 
in permit values.

In the ’80s, values of more 
than 12,000 salmon and her­
ring perm its soared as 
stocks rebounded to record 
lev e ls  and m arkets im ­
proved. The permits current­
ly have a combined market 
value of more than $1 bil­
lion. according to a House
RpcaarrK A oanrv

For years, the Internal 
Revenue Service has sought 
to seize the permits of fish­
ermen who owe back taxes, 
according to Listowski. Sev­
eral tim es in the past they 
seized permits, but fisher­
men alw ays paid off the 
back taxes before the issue 
ended ud in the courts



Anchor licit* L>.i*iy Nowr.

Fishing permits up for sale
iRS stirs debate with state over auction of seized papers
By HAL BERNTON
Daily News reporter

The In te rn a l Revenue Service 
is try in g  to sell e igh t lim ited-en- 
try  fishing p e rm its  w orth  more 
th an  $1.4 m illion  at a first-of-a- 
k ind  auction  T he March 2'J sale 
ap p ears  ce rta in  to  trig g er a m a­
jo r  clash w ith  the  s la te , which 
view s these  fish ing rig h ts  as a 
p riv ilege  — not p ro p e rty  - and 
exem pt from  federal seizure.

The s ta te  C om m ercial F isher­
ies L im ited  E n try  Com m ission 
contro ls th e  p erm its  th a t regu­

la te  access to  A lask a  sa lm on  an d  
h e r r in g  h a rv es ts . A nd com m is­
s io n  o ffic ia ls say  they  w ill n o t 
ap p ro v e  any  tra n s fe rs  to  th e  
au c tio n 's  w in n in g  b idders.

"T h e re  is no va lu e  w ith o u t 
th e  tra n s fe r  p a p e rs ,” sa id  Rich 
L is to w sk i, a com m ercial f ish e r­
ies com m issioner.

IR S  offic ia ls in sist th a t  a p e r ­
m it is p ro p e rty  — su b jec t to 
se izu re  for u n p a id  tax es  ju s t 
l ik e  real e s ta te , au to m o b ile s  and  
jew e lry .

" O u r  p o sitio n  is th a t i t ’s a

v a lu ab le  asset th a t  w e are  e n ti­
tled  to seize, a n d  w ould  expect 
th e  s ta le  to t r a n s f e r  th e  p e r­
m its ,"  said  M arilyn  S teen , an 
IRS spokesw om an.

The IRS is su g g estin g  to  pro. 
sjMc'.ive w in n in g  b id d ers  th a t  
th ey  could file a  class ac tion  su it 
to  p ry  th e  p e rm its  aw ay  front
th e  s ta te , she sa id .

S ta te  o ffic ia ls  say  they are 
prepared  to d efen d  th e ir  posi ' 
tion  in court.

In the m ean tim e, to  ensure

th e re  w ill be p len ty  of b id d e rs  
a t  the  M arch auc tion , the  IR S  is 
ad v ertisin g  th e  perm it sa le  n a­
tionw ide, S teen  said. Due to  the 
conflict w ith  th e  sta te , th e  IRS 
expects the  p erm its  tc se ll a t 
well below cu rren t m a k e t v a l­
ues.

The p erm its  up  fo r 'sa le  o ffe r 
access to  som e of A la s la ’s m ost 
lu c ra t iv e  sa lm o n  f i s l e r i e s  — 
B ristol Bay, F a lse  Pass C hignik  
and P rince W illiam  S o jn d

Please see Page C-4 PERMITS



TO: Hon. C l i f f  Dav idson 
Hon. Cu r t  D. Menard 
Co-Chairmen 

and Members 
House Resou rces  Committee 
M/S 3100

FROM: A la s k a  Commercia l 
E n t r y  Commissio 

Bruce Twomley,
R ich  L i s t o w s k i  

Commissioner 
P h i l  Sm ith ,  Co:
M/S 0302

DATE: March 18 ,  1990 
F ILE NO:

TELEPHONE NO:
SUBJECT: I n t e r n a l  Revenue 

S e r v i c e  ( IR S )  
F o rc ed  S a l e  o f  
A la s k a  L im i ted  
E n t r y  P e rm i t s

S t a t u s  o f  the  I s s u e / P o s i t i o n  o f  th e  S t a t e
Next week, on March 29 ,  1990 ,  th e  IRS i s  a t t em p t in g  t o  f o r c e  the  

s a l e  o f  e i g h t  ( 8 )  A la s k a  l im i t e d  e n t r y  p e rm i t s .  (A t t a c h .  A)
Each o f  t h e  p e rm i t s  i s  h e ld  by an A la s k an .  A l l  bu t  one o f  th e  

p e rm i t  h o ld e r s  r e c e i v e d  h i s  p e rm i t  by o r i g i n a l  i s s u e  f rom  th e  S t a t e  o f  
A la s k a  under t h e  system deve loped  by t h e  A la s k a  l e g i s l a t u r e  t o  award 
p e rm i t s  t o  t h e s e  f i sh e rm en  most dependent upon t h e i r  f i s h e r i e s .

F o l l ow in g  A la s k a  law , th e  S t a t e  has r e s i s t e d  IR S '  s e i z u r e  and 
f o r c e d  s a l e  o f  A la s k a  l im i t e d  e n t r y  p e rm i t s  f o r  n e a r l y  t e n  y e a r s . On 
March 2 ,  1 990 ,  th e  A t t o rn e y  G en e ra l  f o r  th e  S t a t e  o f  A la s k a  aga in  w ro te  
t o  th e  I n t e r n a l  Revenue S e r v i c e  t o  make c l e a r  t h e  S t a t e ' s  p o s i t i o n .  
(A t t a c h .  B)
IRS '  F o rced  S a l e  o f  A la ska  L im i te d  E n t r y  P e rm i t s  i s  C o n t r a r y  t o  A la s k a  
Law

When th e  A la s k a  l e g i s l a t u r e  c r e a t e d  A la s k a  l im i t e d  e n t r y  p e rm i t s  
as a l e g a l l y  r e q u i r e d  t o o l  o f  t r a d e  f o r  A la s k a  f i s h e rm e n ,  i t  was 
c a r e f u l  t o  d e c l a r e  t h a t  e n t r y  p e rm i t s  were use p r i v i l e g e s  s u b j e c t  t o  
r e v o c a t i o n  w i th ou t  compensat ion  and n o t  p r o p e r t y .  AS 1 6 . 4 3 . 1 5 0 ( e ) .  
C o n s i s t e n t  w i th  i t s  v iew o f  th e  n a tu r e  o f  e n t r y  p e rm i t s ,  th e  
l e g i s l a t u r e  p la c ed  a number o f  r e s t r i c t i o n s  upon th e  h o l d e r  o f  an e n t r y  
p e rm i t  and g e n e r a l l y  p r o h i b i t e d  f o r c e d  t r a n s f e r  o f  an e n t r y  p e rm i t :  
"Excep t [unde r  l im i t e d  c i r c u m s t a n c e s ] ,  an e n t r y  p e rm i t  may no t  be . . . 
a t t a c h e d ,  d i s t r a i n e d ,  s o l d  on e x e cu t io n  o f  judgment o r  unde r any o t h e r  
p ro c e s s  o r  o r d e r  o f  any c o u r t . "  AS 1 6 . 4 3 . 1 5 0 ( g ) .

Under f e d e r a l  law , i t  i s  c l e a r  t h a t  S t a t e  law gove rn s  whethe r a 
p a r t i c u l a r  t a x p a y e r  has p r o p e r t y  o r  r i g h t s  t o  p r o p e r t y  upon which th e  
IRS may l e v y .  A q u i l i n o  v .  Un i ted  S t a t e s , 363 U .S .  5 0 9 ,  5 1 2 -5 1 4  ( 1 9 6 0 ) .

M E M O R A N D U M S T A T E  OF  A L A S K A



IRS S e i z u r e  and Fo rced  S a l e  o f  A la s k a  L im i ted  E n t ry  P e rm i t s  Th rea tens  
t o  I n f l i c t  I r r e p a r a b l e  Harm Upon A la s k a  F ishermen

Seven, o f  th e  e i g h t  i n d i v i d u a l  p e rm i t  h o ld e r s  f a c i n g  IRS '  f o r c e d  
s a l e ,  r e c e i v e d  t h e i r  e n t r y  p e rm i t s  by i n i t i a l  i s s u e  f rom  the  S t a t e .  
( A c t u a l l y ,  a l l  e i g h t  d i d ,  bu t  one o f  them t r a n s f e r r e d  t o  an a l t e r n a t i v e  
f i s h e r y . )  Under t h e  system e s t a b l i s h e d  by th e  A la sk a  l e g i s l a t u r e  f o r  
i s su an ce  o f  l im i t e d  e n t r y  p e rm i t s ,  each o f  t h e s e  i n d i v i d u a l s  has shown 
h im s e l f  t o  be more dependent upon h i s  f i s h e r y  than  o t h e r  competing a p p l i c a n t s .

The S t a t e  o f  A la sk a  has made e n t r y  p e rm i t s  a r e g u i r e d  t o o l  o f  
t r a d e  f o r  A la ska  f i s h e rm en .  P r i c e s  t h a t  f i s h e rm en  a re  w i l l i n g  t o  pay 
f o r  e n t r y  p e rm i ts  have r i s e n  d r a m a t i c a l l y  o v e r  th e  l a s t  f i f t e e n  y e a r s .  
T h e r e f o r e ,  a f i sh e rm an  whose p e rm i t  i s  s o l d  by th e  IRS to d a y  w i l l  be 
u n l i k e l y  t o  be a b l e  t o  r e p l a c e  t h a t  p e rm i t .

IRS '  f o r c e d  s a l e  o f  a f i s h e rm a n ' s  e n t r y  p e rm i t  c r e a t e s  th e  g rave  
r i s k  o f  d e s t r o y i n g  t h a t  i n d i v i d u a l ' s  means o f  e a rn in g  a l i v i n g .  In  
t u r n ,  t h e r e  w i l l  l i k e l y  be a h a rm fu l  e f f e c t  upon f a m i l i e s  and 
communit ies dependent upon th e  e a rn in g s  o f  t h a t  f i s h e rm an .

In  ca ses  t h a t  have come t o  ou r  a t t e n t i o n ,  th e  IRS has f a i l e d  t o  
use due c a r e  i n  a p p l y in g  t h i s  d ra c on ia n  en fo rcemen t  t o o l .

Example 1 . "George" i s  a s e t n e t t e r  f rom  a S o u th ea s t  A la ska  
v i l l a g e ,  whose s e t  n e t  e n t r y  p e rm i t  was v a lu e d  a t  a p p r o x im a te ly  
$ 3 0 , 0 0 0 .  S e r i o u s  p e r s o n a l  p rob lems l e d  t o  h i s  f a i l u r e  t o  f i l e  t a x  
r e t u r n s  f o r  1 9 8 2 - 1 9 8 3 .  IRS i s s u e d  George an assessment o f  
a p p r o x im a te ly  $ 2 0 , 0 0 0 .  Through r e g u l a r  payments , by IR S '  c a l c u l a t i o n s ,  
George reduced th e  assessment t o  $ 9 , 5 0 0 .  George f i l e d  an amended 
r e t u r n  and asked th e  IRS t o  r e c a l c u l a t e  h i s  d e b t .  The IRS r e f u s e d  and 
s e i z e d  h i s  e n t r y  p e rm i t .  George o f f e r e d  t o  s e l l  h i s  house and h i s  
b o a t ,  but th e  IRS r e f u s e d  h i s  o f f e r  and went f o rw a rd  w i th  p r e p a r a t i o n s
t o  s e l l  h i s  e n t r y  p e rm i t .  IRS i n s i s t e d  upon f u l l  payment o f  the
$ 9 , 5 0 0 ,  and r e f u s e d  t o  c a l c u l a t e  whethe r  George was e n t i t l e d  t o  any 
r e fu n d  u n t i l  a f t e r  th e  f u l l  $ 9 , 5 0 0  was p a id .  George a vo id ed  the  f o r c e d  
s a l e  o f  h i s  e n t r y  p e rm i t  by o b t a i n i n g  a l o a n  and pay ing  th e  f u l l  
amount. On ly  then  d id  IRS r e c a l c u l a t e  th e  amount due and found t h a t  
George owed th e  IRS l e s s  th an  $ 2 , 1 0 0 .

Example 2 . "Anna" i s  a s e n i o r  c i t i z e n  l i v i n g  i n  a Western  A la sk a  
v i l l a g e  who n e i t h e r  re ad s  n o r  w r i t e s  E n g l i s h .  Some y e a r s  ago , a w e l l -  
in tended  V i s t a  v o l u n t e e r  p re p a re d  h e r  t a x  r e t u r n  bu t  u n d e r - r e p o r t e d  he r  
t a x e s  owing. Yea rs  l a t e r ,  f o l l o w i n g  an IRS a u d i t  and assessment o f  
a d d i t i o n a l  t a x e s  due , Anna d i d  no t  have cash a v a i l a b l e  t o  make an
immediate payment t o  th e  IR S .  IRS responded by s e i z i n g  h e r  B r i s t o l  Bay
s e t  ne t  e n t r y  p e rm i t ,  which remains  unde r  s e i z u r e  a t  t h i s  t im e .

A d d i t i o n a l l y ,  as th e  A la s k a  A t t o r n e y  G en e ra l  has p o in t e d  ou t  
(A t t a c h .  B ) ,  th e  IRS approach  t o  t h i s  p a r t i c u l a r  s a l e  i s  g r o s s l y  
u n f a i r .  To s t a r t  w i t h ,  IRS i s  o f f e r i n g  p e rm i t s  f o r  s a l e  a t  b a rg a in  
basement p r i c e s .  F o r  examp le ,  a P e n i n s u l a -A l e u t i a n  pu rse  s e in e  e n t r y  
p e rm i t  i s  v a lu e d  a t  more th an  $ 2 0 0 , 0 0 0 .  IRS p rop o se s  t o  s e l l  such a
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p e r m i t  for as l i t t l e  as $ 2 6 , 0 0 0  ( e n o u g h  to c o v e r  its a s s e s s m e n t  and 
c o s t s ) .  A d d i t i o n a l l y ,  IRS a c k n o w l e d g e s  t h a t  t h e  l e g a l  i s s u e  r a i s e d  by 
its a c t i o n  has n o t  y e t  b e e n  r e s o l v e d  by  a c o u r t ;  t h e r e f o r e ,  IRS is 
o f f e r i n g  s u c c e s s f u l  b i d d e r s  t h e  o p p o r t u n i t y  t o  p a y  i n t o  an e s c r o w  
a c c o u n t  (Attach. A) a n d  t o  f i l e  s u i t  a g a i n s t  t h e  S t a t e .  ( A ttach. C)

IRS' a p p r o a c h  to  t h i s  s a l e  c a n  o n l y  f u r t h e r  d r i v e  d o w n  t h e  a m o u n t s  
t h a t  p r o s p e c t i v e  b u y e r s  a r e  w i l l i n g  to  bid. T h e r e f o r e ,  C F E C  has w a r n e d  
i n d i v i d u a l  p e r m i t  h o l d e r s  of t h e  r i s k s  t h e y  a r e  f a c i n g  a n d  has u r g e d  
t h e m  t o  o b t a i n  h e l p  for t h e m s e l v e s .  (Attach. D)

T h e s e  p r o b l e m s  h i g h l i g h t  t h e  f a c t  t h a t  t h e  IRS h a s  o t h e r  e f f e c t i v e  
m e a n s  a v a i l a b l e  to c o l l e c t  t a x e  ,: it c a n  s e i z e  e a r n i n g s ;  it c a n  s e i z e  
homes, v e s s e l s  a n d  o t h e r  p r o p e r t y ;  a n d  it c a n  n e g o t i a t e  p a y m e n t  plans. 
Indeed, s o m e  of t h e  i n d i v i d u a l s  w n o  n o w  f a c e  lo s s  of t h e i r  p e r m i t s  have 
o f f e r e d  t h e  IRS e a c h  of t h e s e  a l t e r n a t i v e s .

C o n c l u s i o n

W e  f u l l y  s u p p o r t  t h e  IRS in its w o r t h y  e f f o r t s  t o  c o l l e c t  taxes. 
H o w e v e r ,  t h e  m e a n s  w h i c h  t h e  IRS c h o o s e s  t o  e m p l o y  a r e  o p e n  t o  
q u e s t i o n .  I r r e s p e c t i v e  of t h e  o u t c o m e  of t h e  l e g a l  is s u e ,  IRS s e i z u r e  
of an e n t r y  p e r m i t — the r e q u i r e d  t o o l  of t r a d e  f o r  a n  A l a s k a  
f i s h e r m a n — w o u l d  a p p e a r  t o  b e  o n e  of t h e  m o s t  q u e s t i o n a b l e  m e a n s  to 
e n f o r c e  a t a x  o b l i g a t i o n .  It t h r e a t e n s  t h e  l i v e l i h o o d  of t h e  f i s h e r m a n  
a n d  t h o s e  d e p e n d e n t  u p o n  him, a n d  i t  t h r e a t e n s  a f u t u r e  s o u r c e  of 
r e v e n u e  to  t h e  S t a t e  a n d  t h e  f e d e r a l  g o v e r n m e n t .

A t t a c h m e n t s
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I . R . S .  A U C T I O N

B Y  INT E R N A L  R E V E N U E  SERVICE

Thursday, March 2 9 th, 1 9 9 0

E g a n  C i v i c  a n d  C o n v e n t i o n  C e n t e r  

5 5 0  W .  5 t h  A v e .  A n c h o r a g e ,  A K  9 9 5 0 1

P R O P E R T Y  D E S C R I P T I O N

T h ree  A 
O ne Bri: 
O n e  Bri; 
O ne  Chi 
T w o  Pri 

Seine.

eu tian  P en in su la  L im ited  E n try  S alm on  P urse  Seine P erm its  
ito l Bay L im ited  E n try  S a lm o n  Set N et P e rm it 
ito l Bay L im ited  E n try  S a lm o n  Drift G illn e t P erm it 
gn ik  L im ited  E n try  S a lm o n  P erm it
nee  W illiam  S o u n d  L im ited  E n try  P e rm its  (1 S alm on Purse 
1 S alm on D rift G illnet)

S A L E  T E R M S

The successful bid< 

account pre-appro 

pending transfer bi 

Commission.

The successful bide 

successful bid is an 

for transfer of the

ler m a y  place the bid a m  

ved by the Chief of Speci 

/ the State of Alaska Limi

ler must certify in writir 

nounced that he/she mei 

jermit prescribed in AS.(

ount in an escrow 

al Procedures 

ted Entry

ig at the time the 

:ts the conditions 

)5.1720.

P A Y M E N T  T E R M S

Deferred p a y m  

full payment of 

All payments rr 

treasure-’s che 

or telegraph m< 

payable to the

ent as follows: 810,000 at the ti 

the bid a m o u n t  by April 19, 19 

tust be by cash, certified check, 

:k or by a United States postal, 1 

Dney order. M a k e  check or m o n  

nternal Revenue Service.

m e  of sale and 

90 at 1:00 p.m. 

cashier's or 

jank, express, 

ey order

For m o r e  information contact:

Richard Schult at (907) 261-4481.

Dept, of the Treasury/Internal R e v e n u e  Service 

P.O. B o x  101500 Anchorage, A K  99510-1500 

Attn: R O  1207
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D E P A R T M E . \ T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

M a rc h 2, 1990

R E PLY  TO:

□  1031 W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501-1994  
PHONE. 1907) 276-3550

□  I St NATIONAL CENTER 
100 CUSHMAN ST 
SUITE 400
FAIRBANKS. ALASKA 99701-4679

STEVE COW PE ft, GOVERNOR

R i c ha rd  A. Schult 
R eve nu e Officer 
Internal Revenue Service 
P.O. Box 101500 
Anchorage, A K  99510-1500

J& P O  BOX K -ST A T E  CAPITOL 
JUNEAU. ALASKA 99811 -0300  
PHONE. 1907) 465 -3600

Re: P r o p o s e d  forced sale of
c om me rc ia l fishing limited entry 
permits and notices of intent 
filed by the Internal Revenue 
S ervice -- Our file 663-90-0325

Dear Mr. Schult:

F r o m  an arti c le  and ad ve rt is em e nt s in the A n c h o r a g e  Da il y 
News, we h a v e  learned that the Internal Revenue Serv ic e ("IRS") 
p roposes to force the sale of eight (8) A l a s k a  commercial fishing 
limited e n t r y  permits. (A list of the permit numbers and the names 
of their holders is attached.) A p p a r e n t l y  in support of the 
p r o p o s e d  sale, y ou have signed and submitted to the Alas ka
C o m m e r c i a l  Fisheries E ntry C om mi s s i o n  ("CFEC") a number of "Notice 
of Intent to Tr an sf er " forms w i t h  respect to each of the permits, 
N on e of those forms have b e e n  signed b y  the permitholders.

T he State of A l a s k a  has i nformed the IRS on several
occasions that, in l imiting entry to Alas ka ' s fisheries, the Alaska 
L e g i s l a t u r e  dec la re d  that limited e nt ry  permits are use privileges 
sub je ct  to r e v o c a t i o n  w i t h o u t  c om pe n s a t i o n  and not property. 
AS 16.43.150(e). Co ns i s t e n t  wi th  that d efinition of the nature of 
e n t r y  permits, the A l a s k a  L e g i s l a t u r e  p laced a numb er  of 
r e s t r i c t i o n s  u p o n  the h o l d e r  of an 2n t r y  permit and g en er a ll y 
p r o h i b i t e d  forced tr an sf e r of an entry permit: "Except [under
limited c i r c u m s t a n c e s ], an entry p e rm it  m a y  not be . . . attached, 
distrained, or sold on e xe cu ti on  of jud gm e nt  or u nd er  any other
proc es s or order of any court." AS 16.43.150(g).

As a consequence, state p ro ce du r es  allow only the h older 
o f  an e n t r y  permit to initiate a tra ns f er  of that permit. No 
p r ov is i o n s  exist for a forced transfer. Accordingly, we are 
r et ur ni ng  to you ea ch  of the "Notice of Intent to Tr a ns fe r"  forms 
that y ou hav e filed on b e h a l f  of the IRS.

It also has been re p or te d that, in light of the absence 
of any provisions in state law for forced transfer of entry

ATTACn\ b ,
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permits, th.e_ IRS may suggest to pr os pe c t i v e  bidders at any sale 
that, if successful, they should sue the state to gain posses si on  
of the permits. We presume from this that the IRS will at least 
in form p r os pe ct i ve  bidders that there m a y  be a p r o b l e m  in obtaining 
po ss es s i o n  of the permits.

B e yo nd  that, however, we s er iously q uestion the w i s d o m  
of the IRS attempting to w a s h  its hands of any legal questions 
s u rr ou nd in g  the p roposed sale and transfer any risk to prospective 
bidders. The depressing effect this ac tion wi l l have on potential 
bids is obvious. The social and ec onomic costs such action will 
inflict on potential bidders, the permitholders, and the state are 
not so obvious, but no n etheless substantial.

T h e s e  questions become even mo r e significant if, as we 
understand, m a n y  of the pe rmitholders inv ol ve d  are actively seeking 
lys other than forced sales to pay their tax obligations. Given 

che legal uncerta in t ie s surrounding the p r o p o s e d  forced sales, 
sound p o l i c y  would seem to dictate that all other p ot ential 
a l te rn a t i v e  remedies be e xh austed be fore embarking on such a 
q u e s t i o n a b l e  approach.

We therefore urge the IRS to reconsider its attempts to 
force sales of entry permits and to look to alternative means to 
enforce tax obligations, such as a ttachment of assets and earnings 
and n e g o t i a t i n g  payment plans. At the same time, we recognize the 
o b l i g a t i o n  all citizens have to support their government. Should 
a fi sh er ma n be per su ad ed  to sell his or her permit to obtain funds 
to pay a tax obligation, the CFEC remains ready to transfer the 
permit at the request of the holder. A bs en t a request to transfer 
b y  the holder, however, our hands are tied.

We hope yo u will r econsider the pr op o se d forced sales.

Sincerely,

DOUGLAS B. BAILY
A T T O R N E Y  GENERAL

By:

G. Thomas Koester 
A s s i s t a n t  A t t o r n e y  General
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Fishing permits up for sale
IRS stirs debate with state over auction of seized papers
■y HAL KAKTON 
Doty News taporMw

T h e  In t e m n l  R e v e n u e  S e r v i c e  
Is t r y ing  to  se l l  r ight  l lm l l e d -e n -  
try f i sh in g  p e rm it s  w o r t h  m ore  
th an  I I  4 m i l l i o n  nt it first o l  a- 
k in d  a u r l l o n  T h e  M a r c h  ZW sa le  
a p p e a r s  c er ta in  In tr igger a m a ­
jor c l a s h  w i t h  Ihi'  s l a t e ,  w h i c h  
v i e w s  these f ish ing  r igh ts  ns n 
p r iv i l e g e  — not p roper ty  -  m id  
ex em p t  from  federal se izure  

T h e  s l a t e  C o m m e r c i a l  F i s h e r ­
ie s  L im i t e d  Kn try  C o m m i s s i o n  
c on t r o l s  the | iernnls I li.it regu

la te  access to  A l a s k a  s a lm o n  a nd  
h e rr ing  harvests .  A n d  c o m m i s ­
s ion  o f f i c i a l s  s a y  they  w i l l  not 
a p p r o v e  a n y  transfers t o  the 
a u c t ion 's  w in n in g  b id d e r s  

“T h e r e  Is n o  v a l u e  w i t h o u t  
the transfer  p a p e r s , "  s a id  R ic h  
L l s t o w s k l .  a  c om m e r c i a l  f i sh e r ­
ies c om m is s io n e r

l l t S  o f f i c i a l s  Ins ist (hat  a  per 
m i l  is  p roper ty  — sub jec t  to  
se izure for u n p a id  I ax e s  Just 
l ik e  real estate ,  a u t o m ob i l e s  a nd  
J ew e lry

“O u r  p o s i l l u n  Is that  It 's  a

v a lu a b l e  asset l h a l  w e  are  e n t i ­
tled l o  aelze, and  w o u l d  expect  
the s ta te  to  transfer the  p e r ­
m i t s . "  a a ld  M a r i l y n  S t e en ,  an  
I R S  s p o k e s w o m an

T h e  I R S  Is sug ge s t in g  t o  p ro  
sp e c t iv e  w in n in g  b idd er s  lh a l  
they c o u ld  fi le a c la s s  a c t ion  suit 
l o  p ry  the  p erm its  a w a y  from 
the s la te ,  sh e  sa id

S l a t e  o f f ic ia ls  s a y  (h ey  are 
p repared  to defend  the ir  post 
l i o n  In court

In  the  m ean t im e ,  l o  en sure

there w i l l  b e  p l e n t y  o f  b idders  
al the M a r ch  a u c t ion .  Ik *  I R S  Is 
a d v er t i s in g  the p erm it  .a le  na  
t lo nw id e ,  S t e en  s a id  f) i .r  l o  the 
confl ict  w i t h  the  s l a te ,  the  I K S  
expects the  p e rm i t s  t o  se l l  a l  
w e l l  b e l o w  current  rna ke t  v a l ­
ues

T h e  p erm it s  u p  l o r ' t . i l e  offer 
access l o  s om e  o f  A l a s k a ' s  most 
l u c r a t i v e  s a lrnun  f i s l - e r i e s  -  
Br isto l  B a y ,  F a l s e  P a s s  C h i g n i k  
and  P r in c e  W i l l i a m  S o  inti
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STEVE COWPER, GOVERNOR

C O M M E R C I A L  F I S H E R I E S  E N T R Y  C O M M IS S I O N  /  p o . b o x x b

Re: I n t e r n a l  R e v e n u e  S e r v i c e
F o r c e d  Sale of Your E n t r y  P e r m i t

D e a r  P e r m i t  Holder:

As w e  t r u s t  you are fully a wa re  at t h i s  point, the 
I n t e r n a l  R e v e n u e  S e r v i c e  (IRS) p r o p o s e s  to force the sale of 
y o u r  e n t r y  p e r m i t  on M a r c h  29, 1990.

T h e  S t a t e  has b e e n  r e s i s t i n g  this k i n d  of a c t i o n  by the 
IRS s i n c e  at l e as t  1981 and w i l l  c o n t i n u e  to do so. E n c l o s e d  
is a c o p y  of a l e tt e r the A t t o r n e y  G e n e r a l  has s e n t  to the IRS 
c o n c e r n i n g  y o u r  e n t r y  permit.

T h e  fa c t t h a t  t he S tate is r e s i s t i n g  t h e  IRS m a y  not help 
you: in fact it m a y  h u r t  you u n l e s s  y o u  t a k e  a c t i o n  on y o u r  
o w n  behalf. T h e  Stat e' s o p p o s i t i o n  w i l l  l i k e l y  d i s c o u r a g e  
h i g h e r  bids at the IRS auction. If the IRS finds a w a y  to 
ro ll  o v e r  t he S t a te 's  opposition, y o u  w i l l  have t o  live w i t h  
t he resul ts  of t h e  sale, unless y o u  ha ve  p r o t e c t e d  yourself.

T h e r e f o r e ,  if y o u  have not a l r e a d y  d o n e  so, w e  urge you 
to g e t  q u a l i f i e d  p r o f e s s i o n a l  h e l p  a nd t o  t ak e a c t i o n  on y o u r  
o w n  behalf. T h e  s i t u a t i o n  v a r i e s  f r o m  c a s e  to case, and t h e r e  
m a y  be h e l p f u l  r e m e d i e s  that y o u  c o u l d  p u r s u e  on y o u r  own. 
T h e r e f o r e ,  w e  u r g e  y o u  to se ek  t h e  hel p  of a lawyer, 
a c c o u n t a n t ,  o r  o t h e r  a d v o ca te  q u a l i f i e d  t o  a d d r e s s  IRS issues.

You, o r  a n y o n e  o n  y o u r  behalf, is w e l c o m e  t o  call me to 
d i s c u s s  t h e s e  m a t t er s . Pl ease act qu i ck l y .

JUNEAU, ALASKA 99811 -0302  
PHONE: (907 ) 465-4081

M a r c h  2, 1990

B T : d an 
E n c l o s u r e

11-K2SLH
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