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J a n u a r y  8, 1990

The H o n o r a b l e  S a m  C o t t e n  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

Dear M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, s e c .  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  t h a t  a l l o w s  t h e  
c o m m i s s i o n e r  o f  r e v e n u e  to assess a c i v i l  p e n a l t y  a g a i n s t  a 
p e r s o n  w h o  is r e q u i r e d  t o  o b t a i n  a f i s h e r i e s  b u s i n e s s  
l i c e n s e  u n d e r  AS 4 3 . 7 5 . 0 1 0 ,  b u t  w h o  f a i l s  t o  d o  so. T h e  
p e n a l t y  a s s e s s e d  f o r  a f a i l u r e  to o b t a i n  a l i c e n s e  is $ 5 , 0 0 0  
for a f i r s t  o c c u r r e n c e .  P e n a l t i e s  f o r  s u b s e q u e n t  
o c c u r r e n c e s  i n c r e a s e  b y  i n c r e m e n t s  o f  $ 5 , 0 0 0 ,  t o  a m a x i m u m  
of $ 2 5 , 0 0 0 .  T h e  b i l l  al s o  m a k e s  four h o u s e k e e p i n g  
a m e n d m e n t s .

AS 4 3 . 7 5 . 0 1 1  —  4 3 . 7 5 . 1 4 0  r e q u i r e  f i s h  p r o c e s s o r s  a n d
c e r t a i n  o t h e r s  to o b t a i n  a l i c e n s e  a n d  p r e - p a y  a n y  e s t i m a t e d  
f i s h e r i e s  b u s i n e s s  t a x e s  b e f o r e  t h e  p r o c e s s i n g  o r  o t h e r  
d i s p o s i t i o n  o f  f i s h  t a k e s  place. F a i l u r e  to o b t a i n  a 
l i c e n s e  is p u n i s h a b l e  u n d e r  AS 4 3 . £ 5 . 2 9 0  o n l y  a f t e r  a 
c r i m i n a l  c o n v i c t i o n .

The D e p a r t m e n t  o f  R e v e n u e  e s t i m a t e s  t h e r e  to b e  a s  m a n y  as 
50 u n l i c e n s e d  f l o a t i n g  f i s h  p r o c e s s o r s  t h a t  a r e  w o r k i n g  
w i t h i n  A l a s k a ' s  t e r r i t o r i a l  w a t e r s .  It is b e l i e v e d  t h a t  
c o m p l i a n c e  w i t h  t h e  f i s h e r i e s  t a x  s t a t u t e s  w o u l d  b e  e n h a n c e d  
by a u t h o r i z i n g  t h e  d e p a r t m e n t  to a s s e s s  c i v i l  p e n a l t i e s  
a g a i n s t  t h o s e  w h o  f a i l  t o  o b t a i n  the r e q u i r e d  l i c e n s e .

S e c t i o n s  1, 3, a n d  4 o f  the b i l l  m a k e  " h o u s e k e e p i n g "
c h a n g e s .  T h e  c h a n g e  i n  sec. 1 a m e n d s  A S  4 3 . 7 5 . 0 1 1  t o  m a k e  
c l e a r  t h a t  a p e r s o n  w h o  is n o t  e n g a g e d  in a " f i s h e r i e s  
b u s i n e s s "  (as d e f i n e d  in AS 43.75.140) b u t  w h o  is; s u b j e c t  t o  
the f i s h e r i e s  b u s i n e s s  t a x  u n d e r  AS 4 3 . 7 5 . 1 0 0 ,  m u s t  o b t a i n  a 
f i s h e r i e s  b u s i n e s s  l i c e n s e .  For e x a m p l e ,  a c o m m e r c i a l  
f i s h e r m a n  s e l l i n g  h i s  o r  h e r  A l a s k a  c a t c h  o u t s i d e  t h e  state, 
or a f i s h  b u y e r  w h o  t r a n s p o r t s  f i s h ,  t a k e n  in A l a s k a ,  
o u t s i d e  t h e  s t a t e  for p r o c e s s i n g ,  is, u n d e r  A S  4 3 . 7 5 . 1 0 0 ,
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liable f o r  p a y m e n t  o f  t h e  fisheries b u s i n e s s  tax. It has 
been t h e  d e p a r t m e n t ' s  l o n g - s t a n d i n g  i n t e r p r e t a t i o n  of 
AS 4 3 . 7 5  t h a t  s u c h  a p e r s o n  m u s t  o b t a i n  the s a m e  l i c e n s e  
r e q u i r e d  o f  a f i s h e r i e s  b u s i n e s s .

S e c t i o n  3 o f  the b i l l  d e l e t e s  c o n f u s i n g  r e f e r e n c e s  in 
AS 4 3 . 7 5 . 0 2 0  to t h e  " i n i t i a l "  fee (i.e., the l i c e n s e  fee), 
and c l a r i f i e s  t h a t  t h e  l i c e n s e  fee is a n  a n n u a l  fee. 
S e c t i o n  3 a l s o  d e l e t e s  t h e  w o r d  " l i c e n s e "  w h e r e  it p r e c e d e s  
"tax" i n  A S  4 3 . 7 5 . 0 2 0 ,  a n d  r e p l a c e s  t h a t  o u t d a t e d  r e f e r e n c e  
with a r e f e r e n c e  to t h e  s t a t u t e s  in AS 4 3 . 7 5  t h a t  i m p o s e  the 
f i s h e r i e s  b u s i n e s s  tax.

S e c t i o n  4 o f  t h e  b i l l  d e l e t e s  the p h r a s e  " c o v e r e d  b y  th i s  
c h a p t e r , "  w h i c h  m o d i f i e s  the t e r m  " f i s h e r y  r e s o u r c e "  in 
AS 4 3 . 7 5 . 1 0 0 ( a ) .  " F i s h e r y  r e s o u r c e "  is d e f i n e d  in 
AS 4 3 . 7 5 . 1 4 0 ,  m a k i n g  t h a t  m o d i f y i n g  p h r a s e  u n n e c e s s a r y  and 
c o n f u s i n g .

I u r g e  y o u r  e a r l y  a n d  fayt \le c o n s i d e r a t i o n  o f  this 
m e a s u r e .
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Law Log #0015 
Analysis 
Prepared by:
Steven E. Kettel 
Director
Income and Excise Audit Division

Analysis

Failure to obtain a license prior to processing will trigger a monetary 
penalty scheme under the proposal. The penalties escalate as subsequent 
violations occur. The bill will create civil penalties for processing fish 
without a license. This will make it much easier for the Department to 
enforce the law, and will give the Department the leverage it needs to obtain 
fisheries business license applications and tax prepayments from fish 
processing companies.

This legislation was recommended by the legislative audit completed on June 9, 
1989. Recommendation No. 5 stated that the Department of Revenue should seek 
legislation for more stringent penalties for operating a fisheries business 
without a fisheries business license.

Revenue Impact

He cannot anticipate the number of processors that will fall to obtain proper 
licensing and consequently be penalized. We do believe that voluntary 
compliance, especially among floating processors, will improve dramatically 
and increase tax collections by $500,000 - $1 million.



OFFICE Or  THE GOVERNOR 
J l ' X E A U

J a n u a r y  8, 1990

T h e  H o n o r a b l e  S a m  C o t t e n  
S p e a k e r  of  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  Mr. S p e a k e r :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am  t r a n s m i t t i n g  a b i l l  t h a t  a l l o w s  the 
c o m m i s s i o n e r  o f  r e v e n u e  to a s s e s s  a c i v i l  p e n a l t y  a g a i n s t  a 
p e r s o n  w h o  is r e q u i r e d  to o b t a i n  a f i s h e r i e s  b u s i n e s s  
l i c e n s e  u n d e r  AS  4 3 . 7 5 . 0 1 0 ,  b u t  w h o  f a i l s  t o  d o  so. The 
p e n a l t y  a s s e s s e d  f o r  a f a i l u r e  t o  o b t a i n  a l i c e n s e  is $5 , 0 0 0  
for a f i r s t  o c c u r r e n c e .  P e n a l t i e s  f o r  s u b s e q u e n t  
o c c u r r e n c e s  i n c r e a s e  b y  i n c r e m e n t s  of  $ 5 , 0 0 0 ,  to  a m a x i m u m  
of $ 2 5 , 0 0 0 .  T h e  b i l l  a l s o  m a k e s  fo u r  h o u s e k e e p i n g  
a m e n d m e n t s .

AS  4 3 . 7 5 . 0 1 1  —  4 3 . 7 5 . 1 4 0  r e q u i r e  fish p r o c e s s o r s  a n d
c e r t a i n  o t h e r s  t o  o b t a i n  a l i c e n s e  a n d  p r e - p a y  a n y  e s t i m a t e d  
f i s h e r i e s  b u s i n e s s  t a x e s  b e f o r e  t h e  p r o c e s s i n g  or o t h e r  
d i s p o s i t i o n  o f  fi s h  t a k e s  p l a c e .  F a i l u r e  to o b t a i n  a 
l i c e n s e  is p u n i s h a b l e  u n d e r  A S  43.015.290 o n l y  a f t e r  a 
c r i m i n a l  c o n v i c t i o n .

T h e  D e p a r t m e n t  o f  R e v e n u e  e s t i m a t e s  t h e r e  to b e  as m a n y  as 
50 u n l i c e n s e d  f l o a t i n g  fi s h  p r o c e s s o r s  t h a t  a r e  w o r k i n g  
w i t h i n  A l a s k a ' s  t e r r i t o r i a l  w a t e r s .  It is b e l i e v e d  th a t  
c o m p l i a n c e  w i t h  the f i s h e r i e s  t a x  s t a t u t e s  w o u l d  b e  e n h a n c e d  
b y  a u t h o r i z i n g  t h e  d e p a r t m e n t  t o  a s s e s s  c i v i l  p e n a l t i e s  
a g a i n s t  t h o s e  w h o  f a i l  to o b t a i n  t h e  r e q u i r e d  l icense.

S e c t i o n s  1, 3, a n d  4 of t h e  b i l l  m a k e  " h o u s e k e e p i n g "
c h a n g e s .  T h e  c h a n g e  in sec. 1 a m e n d s  AS 4 3 . 7 5 . 0 1 1  to m a k e  
c l e a r  t h a t  a p e r s o n  w h o  is n o t  e n g a g e d  in a " f i s h e r i e s  
b u s i n e s s "  (as d e f i n e d  in AS  4 3 . 7 5 . 1 4 0 )  b u t  w h o  is s u b j e c t  to 
the f i s h e r i e s  b u s i n e s s  tax u n d e r  A S  4 3 . 7 5 . 1 0 0 ,  m u s t  o b t a i n  a 
f i s h e r i e s  b u s i n e s s  l i cense. F o r  e x a m p l e ,  a c o m m e r c i a l  
f i s h e r m a n  s e l l i n g  his o r  h e r  A l a s k a  c a t c h  o u t s i d e  the state, 
o r  a fi s h  b u y e r  w h o  t r a n s p o r t s  fish, t a k e n  in A l a s k a ,  
o u t s i d e  the s t a t e  for p r o c e s s i n g ,  is, u n d e r  AS 43. 7 5 . 1 0 0 ,
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l i a b l e  for p a y m e n t  o f  t h e  f i s h e r i e s  b u s i n e s s  tax. It has 
b e e n  t h e  d e p a r t m e n t ' s  l o n g - s t a n d i n g  i n t e r p r e t a t i o n  of 
AS  4 3 . 7 5  t h a t  s u c h  a p e r s o n  m u s t  o b t a i n  the s a m e  l i c e n s e  
r e q u i r e d  o f  a f i s h e r i e s  b u s i n e s s .

S e c t i o n  3 of t h e  b i l l  d e l e t e s  c o n f u s i n g  r e f e r e n c e s  in 
AS 4 3 . 7 5 . 0 2 0  to  t h e  " i n i t i a l "  fee (i.e., the l i c e n s e  fee), 
a n d  c l a r i f i e s  t h a t  t h e  l i c e n s e  fee is an a n n u a l  fee. 
S e c t i o n  3 a l s o  d e l e t e s  t h e  w o r d  " l i c e n s e "  w h e r e  it p r e c e d e s  
"tax" in  A S  4 3 . 7 5 . 0 2 0 ,  a n d  r e p l a c e s  t h a t  o u t d a t e d  r e f e r e n c e  
w i t h  a r e f e r e n c e  to t h e  s t a t u t e s  i n  A S  4 3 . 7 5  t h a t  i m p o s e  the 
f i s h e r i e s  b u s i n e s s  tax.

S e c t i o n  4 of t h e  b i l l  d e l e t e s  t h e  p h r a s e  " c o v e r e d  b y  this 
c h a p t e r , "  w h i c h  m o d i f i e s  the t e r m  " f i s h e r y  r e s o u r c e "  in 
AS 4 3 . 7 5 . 1 0 0 ( a ) .  " F i s h e r y  r e s o u r c e "  is d e f i n e d  in 
AS  4 3 . 7 5 . 1 4 0 ,  m a k i n g  t h a t  m o d i f y i n g  p h r a s e  u n n e c e s s a r y  and 
c o n f u s i n g .

I u r g e  y o u r  e a r l y  a n d  fa; 
m e a s u r e .

le c o n s i d e r a t i o n  o f  this




