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

O r ig in a l  sp o n so r (s )  : R e so u rces Committee

W O R K  D R A F T

6-2359H/,
U term ohle
3/26/90

IN  THE HOUSE BY THE RESOURCES COMMITTEE

SENATE CS FOR HOUSE JO INT RESOLUTION NO. 93 (R e s o u rc e s )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

R e la t in g  to the  s e iz u r e  and fo rc e d  s a le  

o f A la s k a  co m m ercia l f i s h e r ie s  l im it e d  

e n t ry  p e rm its  by th e  In t e r n a l  Revenue 

S e r v ic e .

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

WHEREAS the  A la s k a  com m ercia l f i s h e r ie s  l im it e d  e n t ry  program  was 

e s t a b l is h e d  in  1973 to  promote the c o n s e rv a t io n  and s u s ta in e d  y ie ld  manage­

ment o f  A la s k a 's  f i s h e r y  re s o u rc e s  and to promote th e  econom ic h e a lt h  and 

s t a b i l i t y  o f  the  com m ercia l f i s h in g  in d u s t r y  in  the s t a t e ;  and

WHEREAS a f ish e rm a n  i s  re q u ire d  to  have a co m m ercia l f i s h e r ie s  l im it e d  

e n t r y  p e rm it in  o rd e r to f i s h  in  a l im it e d  e n t ry  f i s h e r y  in  th e  s t a t e ;  and 

WHEREAS a l im it e d  e n t ry  p e rm it i s  a re q u ire d  to o l o f  t ra d e  f o r  an 

A la s k a  com m ercia l f ish e rm a n ; and

WHEREAS A la sk a  com m ercia l f ish e rm e n  a re  o fte n  dependent upon t h e i r  

a b i l i t y  to f i s h  in  a l im it e d  e n t ry  f i s h e r y  as th e  p r im a ry  means o f  e a rn in g  

a l i v i n g ;  and

WHEREAS the f a m i l ie s  and com m unities o f  A la s k a  co m m ercia l f ish e rm e n  

a re  a ls o  dependent upon th e  e a rn in g s  o f  th o se  f ish e rm e n  th a t  p a r t i c ip a t e  in  

l im it e d  e n t ry  f i s h e r i e s ;  and

WHEREAS s t a t e  law  p ro v id e s  th a t  l im it e d  e n t r y  p e rm its  a re  m e re ly  use 

p r iv i le g e s  s u b je c t  to  re v o c a t io n  w ith o u t co m p ensatio n , a re  no t p ro p e rty  

s u b je c t  to  c la im s  o f c r e d i t o r s ,  and a re  no t g e n e r a l ly  s u b je c t  to  fo rc e d  

t r a n s f e r  by o rd e r o f a c o u r t ;  and

WHEREAS the In t e r n a l  Revenue S e r v ic e  p roposes to  fo r c e  the s a le  o f 

e ig h t  l im it e d  e n try  p e rm its  on March 29 , 1990; and

-1 - SCS HJR 9 3 (R e s )
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WHEREAS each o f  th e se  l im it e d  e n t ry  p e rm its  was g ra n te d  to  an A la s k a  

f ish e rm a n  b ecause  the f ish e rm a n  was more dependent on th e  f i s h e r y  than  

o th e r  a p p l ic a n t s ;  and

WHEREAS the In t e r n a l  Revenue S e r v ic e  in te n d s  to  s e l l  th e  l im it e d  e n t ry  

p e rm its  a t  le s s  th an  t h e i r  m arke t v a lu e ;  and

WHEREAS the  le g a l  a u t h o r i t y  o f  the  In t e r n a l  Revenue S e r v ic e  to  s e iz e  

and fo r c e  th e  s a le  o f  l im it e d  e n t ry  p e rm its  has not been co n firm e d  by a 

c o u r t ;  and

WHEREAS le g a l  is s u e s  su rro u n d in g  th e  fo rc e d  s a le  o f  th e  l im it e d  e n t ry  

p e rm its  w i l l  f u r t h e r  d e p re ss  th e  p r ic e s  th a t  p ro s p e c t iv e  b u ye rs  w i l l  be 

w i l l i n g  to  pay f o r  the p e rm its  a t  th e  s a le ;  and

WHEREAS the In t e r n a l  Revenue S e r v ic e  has o th e r  le s s  d e s t r u c t iv e  means 

a v a i la b le  to  c o l l e c t  t a x  o b l ig a t io n s ,  in c lu d in g  s e iz u re  o f  a s s e t s ,  a t t a c h ­

ment o f  e a r n in g s , and n e g o t ia te d  payment p la n s , th a t  w ould  no t r e s u l t  in  

undue h a rd sh ip  on the  ta x p a y e r  o r r e q u ir e  the fo rc e d  s a le  o f  l im it e d  e n t ry  

p e rm it s ; and

WHEREAS the In t e r n a l  Revenue S e r v ic e 's  s e iz u re  and fo rc e d  s a le  o f 

l im it e d  e n t r y  p e rm it s , a re q u ire d  to o l o f  the  tra d e  fo r  co m m ercia l f i s h e r ­

men in  A la s k a , th re a te n s  to  d e p r iv e  com m ercia l f ish e rm e n  o f  t h e i r  means o f 

e a rn in g  a l i v i n g  and p ay in g  t h e i r  t a x e s ;

BE I T  RESOLVED th a t  the A la s k a  S ta te  L e g is la t u r e  re c o g n iz e s  th e  d u ty  

o f  a l l  c i t i z e n s  to  pay t h e i r  ta x  o b l ig a t io n s ,  b u t condemns th e  proposed 

fo rc e d  s a le  o f  A la s k a  com m ercia l f i s h e r ie s  l im it e d  e n t r y  p e rm its  by the 

In t e r n a l  Revenue S e r v ic e  and r e s p e c t f u l l y  re q u e s ts  the I n t e r n a l  Revenue 

S e r v ic e  to  p u rsue  a l t e r n a t i v e  means to  c o l l e c t  ta x  o b l ig a t io n s  o f  A la s k a  

co m m ercia l f is h e rm e n ; and be i t

FURTHER RESOLVED th a t  the  g o ve rn o r i s  re q u e ste d  to oppose th e  proposed 

fo rc e d  s a le  o f  A la s k a  co m m ercia l f i s h e r ie s  l im it e d  e n t ry  p e rm its  by the 

I n t e r n a l  Revenue S e r v ic e  by a l l  la w fu l  m eans; and be i t  

SCS HJR 9 3 (R e s ) -2 -
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FURTHER RESOLVED th a t  the  A la s k a  d e le g a t io n  in  C o ng ress i s  re q u e ste d  

to  ta k e  a p p ro p r ia te  and e x p e d it io u s  a c t io n  to  p re v e n t th e  fo rc e d  s a le  o f  

A la s k a  com m ercia l f i s h e r ie s  l im it e d  e n t r y  p e rm its  and to  e l im in a t e  t h i s  

th r e a t  to  the  l i v e l ih o o d  o f  A la s k a  co m m ercia l f ish e rm e n .

COPIES o f  t h i s  r e s o lu t io n  s h a l l  be se n t to  the H o no rab le  George B u sh , 

P re s id e n t  o f  the  U n ite d  S t a t e s ;  th e  H o no rab le  Dan Q u a y le , V ic e - P r e s id e n t  o f  

th e  U n ite d  S ta te s  and P re s id e n t  o f  th e  U . S .  S e n a te ; the H o no rab le  Thomas S . 

F o le y ,  Sp eaker o f  th e  U . S .  House o f  R e p r e s e n t a t iv e s ; the H o no rab le  N ic h o la s

F .  B ra d y , S e c re ta r y  o f th e  U . S .  D epartm ent o f  the  T r e a s u r y ; the  H onorab le

F re d  T .  G o ld b e rg , J r . ,  Com m issioner o f  the In t e r n a l  Revenue S e r v ic e ,  U . S .  

Departm ent o f  th e  T r e a s u r y ; R o b ert B ro c k . A la s k a  D i s t r i c t  D i r e c t o r ,  

In t e r n a l  Revenue, Se r v i c e , U . S .  D epartm ent o f  the T r e a s u r y ; and to  the  

H onorab le  Ted S te ve n s  and the H onorab le  F ra n k  M urko w ski, U . S .  S e n a to rs , and 

th e  H onorab le  Don Young, U . S .  R e p r e s e n t a t iv e , members o f  th e  A la s k a  d e le g a ­

t io n  in  C o n g re ss .

- 3 - SCS HJR 9 3 (Res)



S en a to r  F r e d  F . Z h a r o ffA l a s k a  S t a t e  L e g i s l a t u r ew P. O. BOX 405. KODIAK. ALASKA 99615 (907) 486-5259DURING SESSION:P. O. BOX V. JUNEAU. ALASKA 99811 *(907) -165-3473*465 3474*465-3844 (Labor and Commorce Committee)DISTRICT NALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOL BAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA • PRIBILOF ISLANDS • SHUMAGIN ISLANDS
MEMORANDUM TO:
FROM:DATE:R E : H o u se  J o i u t  R e s o l u t i o n  93 -  " R e l a t i n g  t o  t h e  s e i z u r ean d  f o r c e d  s a l e  o f  A l a s k a  c o m m e r c ia l f i s h e r i e s  l i m i t e d  e n t r y  p e r m it s  b y  t h e  I n t e r n a l  R e v e n u e  S e r v i c e . "
I  r e s p e c t f u l l y  r e q u e s t  t h a t  H JR  93 b e  s c h e d u le d  f o r  a h e a r in g  i n  t h e  S e n a t e  R e s o u r c e s  C o m m itte e  a t  t h e  e a r l i e s t  o p p o r t u n i t y .T h e r e  i s  a  g r e a t  d e a l  o f  u r g e n c y  b e h in d  H JR  9 3 . The r e s o l u t i o n  i s  a im e d  a t  t h e  I n t e r n a l  R e v e n u e  S e r v i c e ' s  p l a n s  t o  a u c t i o n  s i x  t o  e i g h t  l i m i t e d  e n t r y  p erm i t s  t o  t h e  h i g h e s t  b i d d e r s  i n  A n c h o r a g e  on M a rch  2 9 . t h e  H o u seco m p a n io h  v e r s i o n  o f  S J R  8 2 , w h ic h  was in t r o d u c e d  b y  t h e  S e n a t e  R e s o u r c e s  C o m m itte e  on M a rch  2 0 . A f t e r  r e v ie w in g  t h e  two

m  iT he r e s o l u t i o n s  a r e  a lm o s t  i d e n t i  r e s o l u t i o n s  I  w is h  t o  s l f i f p f s r : - o nrecom m end t h a t  tw o a d d i t i o n a l  nam es b e  a d d e d  t o  t h e  C O P IE S s e c t i o n :  t h e  H o n o r a b le  N i c h o l a s  F . B r a d y , S e c r e t a r y  o f  t h eU . S .  D e p a rtm e n t o f  t h e  T r e a s u r y , and R o b e r t  B r o c k , A la s k a  D i s t r i c t  D i r e c t o r ,  I n t e r n a l  R e v e n u e  S e r v i c e .T h an k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t .
\)YQMC4q • "the U2.S 
S U W f t t b  b t k t d v d U j  £ > r

• jdQ A )Y ute-

S e n a t o r  B e t t y e  Fah ren kam p  C h a i r  -  S e n a t eS e n a t o r  F r e d  FM a rch  2 3 , 1990



REPRESENTATIVE

C.E. "SWACK” SWACKHAMMER JV k ts fm  jS t t f te  ^ e g ts k t t it rC

!'•>:■' -if-~—■-—-JTVa
Manse of JUprcscittaftaes

M E M O R A N D U M

312 TYEE STREET 

SOLDOTNA, ALASKA 99609 

(907) 262-7841

JUNEAU

SOLDOTNA

BOX V 

JUNEAU. ALASKA 99811 

(907) 465-2689

TO: Senator Bettye Fahrenkamp, ChairmanSenate Resources CommitteeFROM: R epresen tative C .E . SwackhamiDATE: March 23, 1990RE: House J o in t  R esolu tion  93
House J o in t  R eso lu tio n  93 condemns the proposed forced s a le  o f  lim ite d  entry permits by the In te rn a l Revenue Serv ice  and requests th at the agency pursue a lte r n a tiv e  means to c o l le c t  tax o b lig a tio n s  o f  Alaska commercial fisherm en. This issu e is  o f a tim ely nature sin ce  the I .R .S .  proposes to s e l l  e ig h t perm its by March 29, 1990. The Senate Resources Committee is  the r e s o lu tio n 's  only committee o f  r e f e r r a l .  T h erefore, I  would r e s p e c tfu lly  request the f iv e  day ru le  be waived and a hearing on th is  re s o lu tio n  be conducted as soon as p o s s ib le .Back-up m ateria l is  attach ed .Thank you fo r  your con sid eration  o f my re q u e st. I f  you have any questions p lease co n tact Tom Wright o f my s t a f f  or me.
AttachmentsCES/tw



C O M M E R C IA L  F I S H E R I E S  E N T R Y  C O M M IS S IO N
Ma7.*ch 7 , 1990

4 6 5 -4 0 8 1S t a t u s  o f  I K S s e i z u r e  an d  f o r c e d  s a l e  o f  e n t r y  p e r m it s
T h an k  y o u  f o r  y o u r  p h o n e c a l l  y e s t e r d a y  i n  w h ic h  y o u  i n q u i r e d  a b o u t  t h e  IR S  and i t s  d e s i r e  t o  s e i z e  and s e l l  e n t r y  p e r m it s  c u r r e n t l y  i n  t h e  h a n d s o f  A l a s k a  f i s h e r m e n . A s  we d i s c u s s e d ,  t h e  IR S  i s  a t t e m p t i n g  t o  s e i z e  and f o r c e  t h e  s a l e  o f  A l a s k a  l i m i t e d  e n t r y  p e r m i t s .  A  p u b l i c  a u c t i o n  o f  e i g h t  s u c h  p e r m it s  i s  s c h e d u le d  t o  o c c u r  i n  A n c h o r a g e  on M a rch  2 9 .The IR S  a c t i o n  i s  c o n t r a r y  t o  S t a t e  la w : t h e  A l a s k a  L e g i s l a t u r e  h a s  made i t  c l e a r  t h a t  e n t r y  p e r m it s  a r e  u s e  p r i v i l e g e s  an d  n o t  p r o p e r t y  g e n e r a l l y  s u b j e c t  t o  s e i z u r e  and f o r c e d  s a l e  b y  c r e d i t o r s .  AS 1 6 .4 3 .1 5 0A d d i t i o n a l l y , ,  t h e  IR S  a c t i o n  i s  u n n e c e s s a r i l y  d e s t r u c t i v e .  To an A la s k a n  f is h e r m a n , an  e n t r y  p e r m it  i s  a n e c e s s a r y  t o o l  o f  t h e  t r a d e  r e q u i r e d  by  S t a t e  la w . E n t r y  p e r m it s  w ere i n i t i a l l y  i s s u e d  o n ly  t o  t h o s e  f is h e r m e n  m o st d e p e n d e n t upon t h e i r ,  r e s p e c t i v e ,  f i s h e r i e s .  The IR S  h a s  a l t e r n a t i v e  m eans t o  c o l l e c t  t a x  o b l i g a t i o n s  ( f o r  i n s t a n c e ,  p a y m en t p l a n s ,  s e i z u r e  o f  a s s e t s ,  and a t t a c h m e n t  o f  e a r n i n g s ) .F o r c i b l y  d e p r i v i n g  a  f is h e r m a n  o f  h e r  o r  h e r  e n t r y  p e r m it  c r e a t e s  t h e  g r a v e  r i s k  o f  d e s t r o y i n g  —  f o r  a l l  t im e  —  t h a t  f i s h e r m a n 's  l i v e l i h o o d .A t t a c h e d  i s  a  c o p y  o f  t h e  r e c e n t  l e t t e r  fr o m  t h e  A t t o r n e y  G e n e r a l  t o  t h e  IR S  s e t t i n g  f o r t h  t h e  S t a t e ' s  p o s i t i o n .  ( E x h . A) I n  c o m p lia n c e  w it h  S t a t e  la w , t h e  C o m m iss io n  w i l l  n o t  t r a n s f e r  e n t r y  p e r m it s  m e r e ly  a s  t h e  r e s u l t  o f  t h e  I R S '  a u c t i o n .  The IR S  h a s  a n t i c i p a t e d  t h i s  r e s p o n s e  an d  h a s  b e e n  in f o r m in g  p r o s p e c t i v e  b u y e r s  t h a t  t h e y  may h a v e  t o  s u e  t h e  S t a t e .A l s o  a t t a c h e d  i s  o u r  l e t t e r  t o  t h o s e  p e r m it  h o l d e r s  w hose p e r m it s  t h e  IR S  p r o p o s e s  f o r  a u c t i o n .  ( E x h . B) We w arn t h e  p e r m it  h o l d e r s  t h a t  t h e y  m u st h e lp  t h e m s e l v e s . T h e C o m m is s io n 's  a c t i o n  may h u r t  th em  by f u r t h e r  d r i v i n g  down t h e  p r i c e  t h a t  b u y e r s  a r e  p r e p a r e d  t o  p a y  a t

T O : H o n . S w a ck  Sw ackham m er H ouse o f  R e p r e s e n t a t i v e s  A t t n :  Tom W r ig h t
FROM: C o m m e r c ia l F i s h e r i e s  E n t  C o m m is s io n  B r u c e  T w o m le y , C h a i R ic h  L is to w s k i,C o m m )P h i l  S m it h , Com m iss

DATE: F IL E  NO: TELEPHONE NO: S U B JE C T :



H o n . Sw ack  Sw ackham m er (2) M a rch  7 ,  1990
a u c t i o n  ( t h e  IR S  i s  a l r e a d y  o f f e r i n g  some s h o c k i n g l y  lo w  p r i c e s ) .  In  t u r n ,  u n l e s s  t h e y  h e lp  t h e m s e lv e s  by  p u r s u in g  i n d i v i d u a l  r e m e d ie s , i f  t h e  IR S  f i n d s  a  w ay t o  r o l l  o v e r  t h e  S t a t e ' s  o p p o s i t i o n ,  t h e  i n d i v i d u a l  p e r m it  h o l d e r s  w i l l  h a v e  t o  l i v e  w it h  t h e  r e s u l t s  o f  t h e  s a l e .T h e IR S  h a s  t a k e n  a  c u r i o u s  a p p r o a c h  t o  i t s  p r o p o s e d  s a l e ,  a s  r e f l e c t e d  i n  t h e  a t t a c h e d  n e w s p a p e r  a r t i c l e  ( E x h . C) T h e IR S  s u g g e s t s  t h a t  w in n in g  b i d d e r s  f i l e  a  c l a s s  a c t i o n  s u i t  t o  p r y  p e r m it s  aw ay from  t h e  S t a t e .  T h e IR S  i s  o f f e r i n g  b a r g a i n  b a s e m e n t p r i c e s  ( f o r  e x a m p le , a n  A l a s k a  P e n i n s u l a  s e i n e  p e r m it  v a l u e d  a t  m ore t h a t  $ 2 0 0 ,0 0 0  i s  b e in g  o f f e r e d  b y  t h e  IR S  f o r  $ 2 6 ,0 0 0 ) .I R S '  a p p r o a c h  s u g g e s t s ,  a t  l e a s t ,  tw o p o s s i b i l i t i e s .  F i r s t ,  t h e y  a p p e a r  t o  b e m a k in g  a n  e f f o r t  t o  b u i l d  p u b l i c  s e n t im e n t  a g a i n s t  t h e  S t a t e  b y  c r e a t i n g  t h i s  g r o u p  o f  i n t e r e s t e d ,  s u c c e s s f u l  b i d d e r s .  S e c o n d  t h e  IR S  i s  s o  t e n t a t i v e  t h a t  i t  may s u g g e s t  t h a t  IR S  o f f i c i a l s  may n o t  b e  u n i t e d  on how h a r d  t o  p u sh  on t h i s  i s s u e .G e n e r a l l y ,  t h e  IR S  h a s  b e e n  made s e n s i t i v e  t o  p u b l i c  o p i n i o n .  The IR S  i s  now f o r c e d  t o  o p e r a t e  u n d e r  t h e  r e c e n t l y  a d o p te d  f e d e r a l  T a x p a y e r 's  B i l l  o f  R i g h t s .  A d d i t i o n a l l y ,  a  s e r i e s  o f  r e p o r t s  c u l m i n a t i n g  i n  a  r e c e n t  p u b l i c a t i o n  a r e  e x t r e m e ly  c r i t i c a l  o f  t h e  IR S  ( E x h . D)

U lt im a t e ly ,  i t  ap p ea rs a lm o st in e v i t a b le  t h a t  t h i s  is s u e  w i l l  end 
up in  c o u r t .  U n t i l  t h a t  t im e , th e  Com m ission w i l l  re m a in  s t e a d f a s t  in  
o u r e f f o r t  to  u p ho ld  S ta te  la w .T h a n k s , a g a i n ,  f o r  y o u r  i n t e r e s t  i n  t h i s  i s s u e .  P l e a s e  l e t  u s  know i f  we c a n  o f f e r  a d d i t i o n a l  i n f o r m a t i o n ,  an d  b e a s s u r e d  t h a t  we w i l l  k e e p  y o u  in fo r m e d  a s  t h e  i s s u e  u n f o l d s .
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SUITE 200I ANCHORAGE. ALASKA 99501-199*OFFICE OF THE A TTORNEY GENERA L PHONE. (907) 276-3550
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SUITE 400
FAIRBANKS. ALASKA 99701-4679 

& P O  BOX K-STATE CAPITOLA q „ U , , 1 . -  JUNEAU. ALASKA 99811-0300
R ic h a rd  A S c h u lt  phone. ,907, 46s-36oo
Revenue O f f i c e r
In t e r n a l  Revenue S e r v ic e
P .O .  Box 101500
A nchorage , AK 99510-1500

R e : P roposed  fo rc e d  s a le  o f
co m m ercia l f i s h in g  l im it e d  e n t ry  
p e rm its  and n o t ic e s  o f in t e n t  
f i l e d  by th e  I n t e r n a l  Revenue 
S e r v ic e  - -  Our f i l e  663-90-0325

Dear M r. S c h u l t :

From an a r t i c l e  and a d v e rt is e m e n ts  in  th e  Anchorage D a i ly  
News, we have le a rn e d  th a t  the In t e r n a l  Revenue S e r v ic e  ( " IR S " )  
p roposes to  fo r c e  the  s a le  o f e ig h t  (8 )  A la s k a  co m m ercia l f i s h in g  
l im it e d  e n t ry  p e rm it s . (A l i s t  o f  the p e rm it  numbers and the  names 
o f t h e i r  h o ld e rs  i s  a t t a c h e d .)  A p p a re n t ly  in  su p p o rt o f  the  
proposed s a l e ,  you have s ig n e d  and su b m itte d  to  th e  A la s k a
Com m ercial F i s h e r ie s  E n t r y  Com m ission ("C F E C " ) a number o f  "N o tic e  
o f  In te n t  to  T r a n s fe r "  form s w ith  re s p e c t  to  each o f  th e  p e rm its . 
None o f  th o se  form s have been s ig n ed  by th e  p e rm ith o ld e r s .

The S ta te  o f  A la s k a  has in fo rm ed  the IR S  on s e v e r a l
o cca s io n s  t h a t ,  in  l im i t in g  e n t ry  to A la s k a 's  f i s h e r i e s ,  th e  A la s k a  
L e g is la t u r e  d e c la re d  th a t  l im it e d  e n t ry  p e rm its  a re  use p r i v i l e g e s  
s u b je c t  to  re v o c a t io n  w ith o u t  com pensation  and no t p ro p e r ty . 
AS 1 6 . 4 3 . 1 5 0 ( e ) .  C o n s is te n t  w ith  th a t  d e f in i t io n  o f  th e  n a tu re  o f  
e n t ry  p e rm it s , the  A la s k a  L e g is la t u r e  p la ce d  a number o f 
r e s t r i c t i o n s  upon th e  h o ld e r  o f  an e n t r y  p e rm it and g e n e r a l ly  
p ro h ib ite d  fo rc e d  t r a n s f e r  o f  an e n t ry  p e rm it :  " E x c e p t  [under
l im it e d  c ir c u m s ta n c e s ] ,  an e n t ry  p e rm it may no t be . . . a t ta c h e d , 
d is t r a in e d ,  o r s o ld  on e x e c u t io n  o f judgm ent o r  under any o th e r
p ro eess o r o rd e r o f  any c o u r t ."  AS 1 6 . 4 3 . 1 5 0 ( g ) .

As a co n seq uen ce , s t a t e  p ro ce d u re s  a l lo w  o n ly  the h o ld e r  
o f  an e n t ry  p e rm it to i n i t i a t e  a t r a n s f e r  o f  th a t  p e rm it . No 
p ro v is io n s  e x i s t  f o r  a fo rc e d  t r a n s f e r .  A c c o rd in g ly , we a re  
re tu rn in g  to  you each o f  the  "N o tice  o f  In t e n t  to T r a n s f e r "  form s 
th a t  you have f i l e d  on b e h a lf  o f  the IR S .

I t  a ls o  has been re p o rte d  t h a t ,  i n  l ig h t  o f  th e  absence 
o f  any p r o v is io n s  in  s t a t e  law  fo r  fo rc e d  t r a n s f e r  o f  e n t ry

EXH. A
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p e rm its , the.--IRS may su g g est to p ro s p e c t iv e  b id d e rs  a t  any s a le  
t h a t ,  i f  s u c c e s s f u l ,  th e y  sh o u ld  sue the s t a t e  to  g a in  p o sse s s io n  
o f  the p e rm it s . We presume from t h is  th a t  th e  IR S  w i l l  at. le a s t  
in fo rm  p ro s p e c t iv e  b id d e rs  th a t  th e re  may be a prob lem  in  o b ta in in g  
p o sse ss io n  o f  th e  p e rm it s .

Beyond t h a t ,  h o w ever, we s e r io u s ly  q u e s t io n  the  wisdom 
o f  the IR S  a tte m p tin g  to  wash i t s  hands o f  any le g a l  q u e s t io n s  
su rro u n d in g  the proposed s a le  and t r a n s f e r  any r i s k  to  p ro s p e c t iv e  
b id d e rs . The d e p re ss in g  e f f e c t  t h is  a c t io n  w i l l  have on p o t e n t ia l  
b id s  i s  o b v io u s . The s o c ia l  and econom ic c o s t s  such  a c t io n  w i l l  
i n f l i c t  cn p o t e n t ia l  b id d e r s , the p e rm ith o ld e r s , and the s t a t e  a re  
no t so o b v io u s , bu t n o n e th e le s s  s u b s t a n t ia l .

Th ese  q u e s t io n s  become even more s ig n i f i c a n t  i f ,  as we 
u n d e rs ta n d , many o f th e  p e rm ith o ld e rs  in v o lv e d  a re  a c t i v e l y  se e k in g  
ways o th e r  than  fo rc e d  s a le s  to  pay t h e i r  t a x  o b l ig a t io n s .  G iven  
the le g a l  u n c e r t a in t ie s  su rro u n d in g  the  p roposed  fo rc e d  s a l e s ,  
sound p o l ic y  would seem to  d ic t a t e  th a t  a l l  o th e r  p o t e n t ia l  
a l t e r n a t iv e  rem ed ies be e xh au sted  b e fo re  em barking on su ch  a 
q u e s t io n a b le  ap p ro ach .

We th e re fo re  u rg e  the  IR S  to re c o n s id e r  i t s  a tte m p ts  to 
fo rc e  s a le s  o f  e n t ry  p e rm its  and to  lo o k  to  a l t e r n a t i v e  means to 
e n fo rce  ta x  o b l ig a t io n s ,  su ch  as a ttachm en t o f  a s s e t s  and e a rn in g s  
and n e g o t ia t in g  payment p la n s .  A t the  same t im e , we re c o g n iz e  the 
o b l ig a t io n  a l l  c i t i z e n s  have to  su p p o rt t h e i r  governm ent. Shou ld  
a f ish e rm a n  be persuaded  to  s e l l  h is  o r h e r p e rm it  to  o b ta in  funds 
to  pay a t a x  o b l ig a t io n ,  th e  CFEC rem ains re a d y  to  t r a n s f e r  the 
p e rm it a t  th e  re q u e s t  o f  the  h o ld e r .  A bsen t a re q u e s t  to  t r a n s f e r  
by the h o ld e r , ho w ever, o u r hands a re  t ie d .

We hope you w i l l  r e c o n s id e r  th e  p roposed  fo rc e d  s a l e s .

S in c e r e ly ,

DOUGLAS B . B A ILY
ATTORNEY GENERAL

B y . * 7
G. Thomas K o e s te r  
A s s is t a n t  A tto rn e y  G e n e ra l
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P e r m it  h o ld e r s  a n d  e n t r y  p e r m it  num bers w it h  r e s p e c t  t o  w h ic h  t h e  IR S  h a s  f i l e d  N o t i c e s  o f  I n t e n t  t o  T r a n s f e r :
M a lc o lm  J .  Brown S01E 59399EM a lc o lm  J .  Brown S03E 59179UW il l ia m  S h e l l i k o f f S01M 64041X01ERS t e v e  E .  W i l l ia m s S04T 314I01K NC h r i s  A . G u n d e r s e n S01M 58154XW ilb u r  M. M c G la s h a n SO IM 60579E01 HRA ndy K a lm a k o f f S O IL 61370V01MRG e o r g e . L . G a t t e r S03T 56879M



P E R M I T S  AS TO W H I C H  THE IRS HAS S E R V E DN O T IC E S OF
H O L D E RO lg a  Chukw ak G e n e r a l  D e l i v e r y  L e v e l o c k ,  AK 99625R o b e r t  C .  C l u c a s  SR 2 , B ox 900 C la m  G u l c h ,  AK 99568G e o r g e  L .  G a t t e r  B ox 82N a k n e k , AK 99635C h r i s  G u n d e rs e n  B ox 7 6Sand  P o i n t ,  AK 99661P a u l  K . J .  G u n d e r s e n  B ox 91Sand  P o i n t .  AK 99661L e r o y  E . J .  H a r r i s  HC 2 , Box 528 K as . o f  AK 99610Andy K a lm a k o ff  G e n e r a l  D e l i v e r y  C h i g n i k  L a k e , AK 99564W il b u r  M. M c G la s h a n  B ex 31Sand  P o i n t ,  AK 99661H a r r y  E. S h ip m a n  Box 1985C o r d o v a , AK 99574C h a r le s  T . V a n d e r e n d et r o l lBox 71P o i n t  B a k e r , AK 99927R o b e r t  L .  V e s t  Box 613S o l d o t n a ,  AK 99669S t e v e n  E . W i l l ia m s  Box 375K in g  S a lm o n , AK 99613

SE IZ U R E  ON THE ENTRY PERM IT NUMBER S04T  56356Q
S04H 60756N
S03T  56879M
SOIM  58154X
S03M 61677G
SO IK  6 1000C
S O IL  61370V
SOIM  60579E
S03E 58715Q
S15B 55805E
S03H 656570 
S0 4 T  603141

B r i s t o l  B ay s e t  g i l l  n e t
C o o k  I n l e t  s e t  g i l l  n e t
B r i s t o l  B ay d r i f t  g i l l  n e t
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
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
K o d ia k  p u r s e  s e i n e
C h i g n i k  p u r s e  s e i n e
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
P r i n c e  W i l l i a m  So u n d  d r i f t  g i l l  n e t
S t a t e w i d e  pow er
C o o k  I n l e t  d r i f t  g i l l  n e t
B r i s t o l  Bay s e t  g i l l  n e t

♦ U n d e r lin in g  o f  names i n d i c a t e s  p e r m it s  w h ic h  t h e  IR S  p r o p o s e s  t o  a u c t i o n  on M a rch  2 9 , 1 9 90 .



PERMITS AS TO WHICH IR S  HAS SERVED NOTICE OF IR S  L IE N S  UPON THE ENTRY COM MISSIONH o ld e rK n u te  A n d e rso n  G e n e r a l  D e l i v e r y  F a l s e  P a s s ,  AK 99583R a n d a l l  M. Bos Box 1125C h i c k a l o o n ,  AK 99674A l e c  C o n s t a n t in e  B ox 82005 T y o n e k , AK 99682A l e c k  C o n s t a n t in e  B ox 49047P o r t  H e id e n , AK 99549Jo h n n y  S .  C o n s t a n t in e  G e n e r a l  D e l i v e r y  C h i g n i k  L a k e , AK 99564R o b e r t  G . D e ig h  B ox 66E g e g i k ,  AK 99579L o r r a i n e  C .  E van s B ox 70065S o u th  N a k n e k , AK 99670Todd W. G r a n g e r  Box 1292C o r d o v a , AK 99574P e t e r  N . J .  G r o n h o ld t  Box 87Sa n d  P o i n t ,  AK 99661B e r n a r d  C . J o e  Box 32321M o u n ta in  V i l l a g e ,  AK 99632N ic k  J .  K a t e l n i k o f f  Box 3863K o d ia k , AK 99615K e n n e th  G . J .  Kirkm an 217 H e in t z le m a n  A n c h o r a g e , AK 99503

P e r m it  Num ber S03M 56622U
S03E 5 5 3 9 IX
S04H 59116G
S03T 57218F

S03E 565531
S03M 58155U

SO IE  60874E

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 in c e  W i l l i a m  Sou n d  d r i f t  g i l l  n e t
Cook I n l e t  s e t  g i l l  n e t
B r i s t o l  B a y  d r i f t  g i l l  n e t

S O IL  578081 C h ig n ik  p u r s e  s e i n e
S03T 53116K B r i s t o l  B a y  d r i f t  g i l l  n e t
S04T 56213V B r i s t o l  B a y  s e t  g i l l  n e t

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

S04Y 62666S Low er Y u k o n  g i l l  n e t
S01K 60249S K o d ia k  p u r s e  s e i n e

P r in c e  W i l l i a m  Soun d p u rs e  s e i n e



D o n a ld  P .  S .  K o m p k o ff 621 C a t o  S t r e e t  C h e n e g a  B a y , AK 99576P a u l  J .  K o m p k o ff Box 1732C o r d o v a , AK 99574M ic h a e l  A . L o p e z  B ox 1004P e t e r s b u r g ,  AK 99833Jo h n  P . L o r e n t z e n  B ox 380C o r d o v a , AK 99574Edw ard A . M ack B ox 95K in g  C o v e , AK 99612C h a r le s  A . N e ls o n  Box 72E g e g i k ,  AK 99579Jo h n n y  A . N e ls o n  G e n e r a l  D e l i v e r y  N e ls o n  L a g o o n , AK 99571W il l ia m  R . R e id  Box 1234C o r d o v a , AK 99574H a r o ld  F .  R o b e r t s  213 E 8 th  A v e n u e  #6 A n c h o r a g e , AK 99501W il l ia 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 l s e  P a s s ,  AK 99583S t e v e n  R . S m ith  Box 1724C o r d o v a , AK 99574D a n ie l  R . T h i s t l eBox 521235B ig  L a k e , AK 99652Ja m e s P . T o t e m o ff  Box 1232C o r d o v a , AK 99574

S03E  60513C P r in c e  W i l l i a m  So u n dd r i f t  g i l l  n e t
S03E  596950 P r in c e  W i l l i a m  Sou n dd r i f t  g i l l  n e t
S01A  57288B S o u t h e a s t  p u r s e  s e i n e
S03E  61653B P r in c e  W i l l i a m  So u n dd r i f t  g i l l  n e t
S03M 57432Z
S0 3 T  59874W

SO IM  64041
S0 3 T  56724C GO IE  64545R

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

S03M 57344X P e n i n s u l a - A l e u t i a n sd r i f t  g i l l  n e t
L21E 65740R P r in c e  W i l l i a m  So u n dh e r r in g  p o u n d
S0 3 T  56571W B r i s t o l  B a y  d r i f tg i l l  n e t

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  n e t  PWS h e r r in g  p u r s e  s e i n e

S04H 597540 C o ok i n l e t  s e t  g i l l  n e t
S01E  59472U P r in c e  W i l l i a m  So u n dp u r s e  s e i n e

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 r m it s  w h ic h  t h e  IRS p r o p o s e s  t o  a u c t i o n  on M arch 2 9 , 1 9 9 0 .
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' '• r i i ? ?  r . x  [ P  n  n n  r. STEVE COWPER, GOVERNOR

PO. BOX KBJUNEAU. ALASKA 99811-0302 PHONE: (907) 465-4081
M a rch  2 , 1990

R e : I n t e r n a l  R e v e n u e  S e r v i c eF o rc e d  S a l e  o f  Y o u r  E n t r y  P e r m itD e a r  P e r m it  H o ld e r :As we t r u s t  y o u  a r e  f u l l y  a w are  a t  t h i s  p o i n t ,  t h e  I n t e r n a l  R evenue S e r v i c e  ( IR S )  p r o p o s e s  t o  f o r c e  t h e  s a l e  o f  y o u r  e n t r y  p e r m it  on M arch  2 9 , 1 9 9 0 .The S t a t e  h a s  b e e n  r e s i s t i n g  t h i s  k in d  o f  a c t i o n  b y  t h e  IR S  s i n c e  a t  l e a s t  1981 a n d  w i l l  c o n t i n u e  t o  do s o .  E n c lo s e d  i s  a  c o p y  o f  a l e t t e r  t h e  A t t o r n e y  G e n e r a l  h a s  s e n t  t o  t h e  IR S  c o n c e r n in g  y o u r  e n t r y  p e r m i t .T he f a c t  t h a t  t h e  S t a t e  i s  r e s i s t i n g  t h e  IR S  may n o t  h e lp  y o u : i n  f a c t  i t  m ay h u r t  y o u  u n l e s s  y o u  t a k e  a c t i o n  on y o u r  own b e h a l f .  The S t a t 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  b i d s  a t  t h e  IR S  a u c t i o n .  I f  t h e  IR S  f i n d s  a  way t o  r o l l  o v e r  t h e  S t a t e ' s  o p p o s i t i o n ,  y o u  w i l l  h a v e  t o  l i v e  w it h  t h e  r e s u l t s  o f  t h e  s a l e ,  u n l e s s  y o u  h a v e  p r o t e c t e d  y o u r s e l f .T h e r e f o r e ,  i f  y o u  h a v e  n o t  a l r e a d y  d on e s o ,  we u r g e  y o u  t o  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 lp  an d  t o  t a k e  a c t i o n  on y o u r  own b e h a l f .  The s i t u a t i o n  v a r i e s  fro m  c a s e  t o  c a s e ,  an d  t h e r e  may be h e l p f u l  r e m e d ie s  t h a t  y o u  c o u l d  p u r s u e  on y ^ u r  nun T h e r e f o r e ,  we u r g e  you  t o  s e e k  t h e  h e lp  o f  a  l a w y e r ,  a c c o u n t a n t ,  o r  o t h e r  a d v o c a t e  q u a l i f i e d  t o  a d d r e s s  IR S  i s s u e s .
Y o u , o r  a n y o n e  on y o u r  b e h a l f ,  i s  w elcom e t o  c a l l  me t o  d i s c u s s  t h e s e  m a t t e r s .  P l e a s e  a c t  q u i c k l y .

B T :d an
E n c lo s u re
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The H o n o r a b le  L a w re n ce  B . G ib b sC o m m is s io n e rI n t e r n a l  R e v e n u e  S e r v i c e1111 C o n s t i t u t i o n  A v e n u e  NWW a s h in g to n , DC 20224D e a r C o m m is s io n e r  G i b b s :R e: IR S  S e i z u r e  and F o r c e d  S a l e  o f  A l a s k a  L im it e dE n t r y  P e r m it s  ‘ *I  am w r i t i n g  to  r e q u e s t  y o u r  a s s i s t a n c e  i n  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 le m  f a c i n g  A l a s k a  f is h e r m e n  and th e  s t a t e .The I n t e r n a l  R ev en u e S e r v i c e  (IR S) i s  a t t e m p t i n g  to  s e i z eand f o r c e  t h e  s a l e  o f  A l a s k a  l i m i t e d  e n t r y  p e r m it s  t o  s a t i s f y  a l l e g e d  t a x  o b l i g a t i o n s  o f  A l a s k a  f is h e r m e n . From th e  s p e c i f i c  e x a m p le  b e lo w , i n v o l v i n g  an  A la s k a  N a t i v e  s e tn e t  f is h e r m a n  from  Y a k u t a t ,  y o u  c a n  s e e  t h a t  t h e  IR S  i s  n o tb e in g  v e r y  s e l e c t i v e  i n  e m p lo y in g  t h i s  d r a c o n ia n  m e a s u r e .You may r e c a l l  t h a t  t h e  A l a s k a  L e g i s l a t u r e ,  u n d e r  A la s k a  S t a t u t e  1 6 .4 3 .1 5 0 ( g ) ,  s o u g h t  t o  p r o t e c t  from  c r e d i t o r s  and c o u r t  o r d e r s  l i m i t e d  e n t r y  p e r m it s  a s  t h e  n e c e s s a r y  t o o l  o f  t r a d e  o f  a f i s h e r m a n . U n d e r A la s k a  S t a t u t e  1 6 .4 3 .1 5 0 ( e ) ,  t h e  A l a  sir. a L e g i s l a t u r e  a l s o  d e c l a r e d  t h a t  e n t r y  p e r m it s  w ere no m ore t h a n  a u s e  p r i v i l e g e  w h ic h  t h e  L e g i s l a t u r e  c o u ld  m o d ify  o r  r e v o k e  a t  w i l l ?  t h a t  i s ,  e n t r y  p e r m it s  a r e  som e­t h i n g  less th a n  p r o p e r t y  s u b j e c t  t o  IR S  e n fo r c e m e n t  m e a s u r e s . S t a t e  law  g o v e r n s  t h e  u n d e r ly in g  l e g a l  q u e s t i o n  a s  to  w h e th e r  an A l a s k a  l i m i t e d  e n t r y  p e r m it  i s  p r o p e r t y .  A q u i l i n o  v .  U n it e d  S t a t e s , 363 US 5 0 9 , 5 1 3 , 4 L .  E d . 2d 1365 , 80 S .  c t ”  1277 ( i9 6 0 )  . A d d i t i o n a l l y ,  A r t i c l e  I ,  S e c t i o n  1 , o f  o u r  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  t o  i n d i ­v i d u a l s  a r i g h t  to  t h e  r e w a r d s  o f  t h e i r  own i n d u s t r y .L e g a l  a r g u m e n ts  a s i d e ,  IR S  s e i z u r e  and s a l e  o f  A la s k a  l i m i t e d  e n t r y  p e r m it s  c a n  w ork a t e r r i b l e  h a r d s h ip  on A la s k a
Ex h i b i t  E (1  of 3)



f is h e r m e n  and c a n  r e s u l t  in  t h e  t r a n s f e r  o u t  o f  s t a t e  o f  A la s k a  l i m i t e d  e n t r y  p e r m i t s .  F o r  e x a m p le , th e  IR S  i s  p r e s e n t l y  a t t e m p t i n g  t o  f o r c e  t h e  s a l e  o f  a Y a k u t a t  s e t  g i l l  n e t  e n t r y  p e r m it  b e l o n g i n g  to  an  A la s k a  N a t i v e  named G e o r g e  R am os. M r. R am os' e n t r y  p e r m it  i s  w o rth  a b o u t  $ 2 7 ,6 2 5 . on th e  o p en  m a r k e t . M r. Ramos h a s  made r e g u l a r  p a y m e n ts  to w ard  h i s  o b l i g a t i o n ,  and t h e  IR S  c o n c e d e s  t h a t  h i s  t a x  l i a b i l i t y  i s  now r e d u c e d  t o  $ 9 ,5 0 0 . M r. R am os, w it h  t h e  h e lp  o f  a t a x  p r e p a r e r , f i l e d  an am ended r e t u r n  i n d i c a t i n g  th e  am ou nt he owes t h e  IR S  i s  now $ 4 ,0 0 0 . The IR S  h a s  r e f u s e d  t o  e v a l u a t e  th e  am ended r e t u r n  and i s  i n s i s t i n g  upon p aym en t o f  $ 9 ,5 0 0  b e fo r e  i t  w i l l  d e t e r m in e  th e  e x a c t  am ount o w in g . M r . P.amos c a n n o t  a f f o r d  t o  p a y  th e  $ 9 ,5 0 0 . The IR S  i s  g o i n g  fo r w a r d  w it h  t h e  f o r c e d  s a l e  o f  M r . R am os' e n t r y  p e r m it  and i s  p r e p a r e d  to  s e l l  th e  p e r m it  f o r  a s  l i t t l e  a s  S 9 ,5 6 1 .7 0 .  The f o r c e d  s a l e  o f  M r . R am os' e n t r y  p e r m it  w i l l  d e s t r o y  h i s  a b i l i t y  t o  m ake a m o d e st l i v i n g .  A d d i t i o n a l l y ,  t h e  f o r c e d  s a l e  r a i s e s  t h e  r i s k  t h a t  t h e  p e r m it  w i l l  t r a n s f e r '  t o  som eone o u t s i d e  t h e  s t a t e .  The IR S  h a s  a l r e a d y  b e e n  in  to u c h  w it h  a t  l e a s t  one p e r m it  b r o k e r  i n  c o n n e c t i o n  w it h  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  w o u ld  seem  c l e a r  t h a t  th e  d e s t r u c t i o n  o f  a f i s h e r m a n 's  m eans t o  e a r n  a l i v i n g  w c u la  u n d e rm in e  a c o n t i n u i n g  s o u r c e  o f  r e v e n u e  t o  t h e  U n it e d  S t a t e s .T h is  i s s u e  a f f e c t s  a num ber o f  A l a s k a  f i s h e r m e n . The IR S  h a s  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 it h  t h e  A l a s k a  C o m m e r c ia l F i s h e r i e s  E n t r y  C o m m is s io n .N e c e s s a r i l y ,  t h e  s t a t e  i s  p r e p a r i n g  t o  l i t i g a t e  t h e  i s s u e s ,  b u t  I  w o u ld  p r e f e r  n o t  t o  w a g e r  th e  w e l l - b e i n g  o f  A l a s k a  f is h e r m e n  upon a f a v o r a b l e  o u tco m e  in  c o u r t .  I t  o c c u r s  t o  me t h a t ,  in  t h e  s h o r t  t e r m , w it h  y o u r  h e l p ,  t h e  IR S  m ig h t  a g r e e  t o  g u i d e l i n e s  w h e re b y  A la s k a  l i m i t e d  e n t r y  p e r m it s  a r e  an  e n fo r c e m e n t  t a r g e t  o f  l a s t  r e s o r t  o n ly  a f t e r  a l l  o t h e r  r e a s o n a b le  m e a s u r e s  h a v e  b e e n  e x h a u s t e d  ( f o r  e x a m p le , a g r e e d  upon p aym en t s c h e d u l e s ) . F o r  t h e  lo n g e r  t e r m , f e d e r a l  l e g i s l a t i o n  c o u l d  e x e m p t A l a s k a  l i m i t e d  e n t r y  p e r m it s  a s  a n e c e s s a r y  t o o l  o f  t r a d e  from  f e d e r a l  t a x  e n f o r c e m e n t .Y ru  a r e  u n d o u b t e d ly  a w a re  t h a t  th e  U n it e d  S t a t e s  D e p a rtm e n t o f  H e a lt h  and W e lf a r e  and t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n  h a v e  ta k e r , a m ore r e a s o n a b le  a p p r o a c h  t o  A l a s k a  l i m i t e d  e n t r y  p e r m i t s .  P u r s u a n t  to  20 CFR S e c .  4 1 6 .1 2 2 2 , A la s k a  l i m i t e d  e n t r y  p e r m it s  a r e  l a r g e l y  e x e m p t from  c o n s i d e r a t i o n  a s  a c a s h  r e s o u r c e .  50 F e d . R e g . 4 2 ,6 8 4  ( O c to b e r  2 2 , 1 9 8 5 ) .
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Hon. L awrence B. Gibbs -3- December 24, 1986

I w ou ld  b e  v e r y  g r a t e f u l  i f  yop. c o u ld ^ a e  o f  a s s i s t a n c e  in
t h i s  m a tte r*

c c :  Jo h n  K a t z ,  S p e c i a l  C o u n s e lS 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 s c h e v e rP o l i c y  and P ro gra m  S p e c i a l i s t  O f f i c e  o f  th e  G o v e r n o r

[eve Cow per G o v e r n o r

Jo s e p h  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 e n e r a l  D e p a r tm e n t o f  Law M/S 0300
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P e n e t r a t i n g  b o o k  g i v e s  f r i g h t e n i n g  v i e w  o f  I R S ’  i n n e r  w o r k i n g s
W it h  1 2 3 ,0 0 0 0  e m p lo y e e s  th e  IR S  a ls o  h a s  a t  its d is p o s a l th e  

in v e s t ig a t iv e  p o w e r s  or h u g e  c o m p u te rs  a n d  la w s  in  tire  U .S .  t a x  c o d e  
th a t  m a k e  it a  s m a l l ,  s ta n d - a lo n e  g o v e rn m e n t . T h e  IR S  h a s  a n  a r r o g a n c e  
th a t  is  b a c k e d  u p  w ith  le g a l a u th o r ity .

A LAW UNTO ITSELF: Power, Politics and the IRS, by David Burnham; Random llouae (420 pages, £22.50)By JACK A. SEAMONL'S 
K n ljh iR ldO w  N t w p ip mStunning — there is no other way to describe investigative re­porter David Burnham's pene­trating and oltcn intimidating look inside one ol America's most feared and most pervasive agencies — the Internal Revenue Service.With 123,0000 employees — five times the size of the Federal Bureau of Investigation and twice the size of the Central In­telligence Agency — the IRS also has at its disposal the investiga­tive powers ol huge computers and laws In the U.S. tax code that moke it a small, stand-alone gov­ernment.Burnham — for 15 years an award-winning reporter for the New York Times — probes areas ' of the IRS where no reporter has so thoroughly dug before.For example:Virtually every U.S. president from Herbert Hoover to Richard Nixon has used Ihe investigative powers for political goats.Senior IRS officials, using their own or an administration's imlitirnl .".qeiida, have harassed

various groups lobbying on be­half of homosexual rights, the en­vironment and civil rights. When a New York lawyer was hired in 1975 to form a lax-exempt educa­tional fouiNation on behalf of ho­mosexuals, called the Fund For Human Dignity, the IRS set down four conditions that had to be met for the designation. Among the.n: that the Fund for Human Dignity Include In any discussion panel an "avowed enemy" of homosexuality and nvoidance of "social Inter­change" at group meetings. The tax-exempt status wasn’t granted until the Carter admin­istration ushered In a new IRS di­rector.Perhaps most chilling because It dealt with millions of middle- cla«s Americans, IRS misman­agement and poor computer sys­tems led to Improper, wide­spread and Incorrect enforce­ment actions. Some of the exam­ples cited In Burnham's book are merely amusing; others are

tragic.In 1987, 10-ycar-old Shannon Bums of San Jose, Calif., had ac­cumulated 58W In her savings ac- cow < when the IRS slapped a lien on the money. Because Shan­non was a minor, her father's name was also on the account — and her father owed the IRS 51,000. The agency was deter­mined to get the money, even from a 10-year-old child. An IRS spokesperson Kid that the IRS collection division took the action because "They're pretty hard- nosed. That’s their Job."In another case, the IRS liter­ally stole money, falsely depos­ited It and, when the error came to light, refused to return the money. A retired postal worker, Donald Thurow, sent a 11,300 mortgage payment In July 1998 to his bank. Somehow, eight days later, the check arrived at the IRS Fresno, Calif., service cen­ter, where Internal Revenue Ser­vice was stamped over the name of Thurow's bank and the check

was deposited In the U.S. Treas­ury. Thurow didn't I earn of the error until his bank called look­ing for the mortgage payment.Because Thurow didn't owe the IRS money, he and his law­yer filed for a refund of the51.300. The IRS Ignored Thurow’s pleas for six months. So Thurow filed suit against the IRS for the51.300, attorney fees, interest — and 550,000 in punitive damages. The IRS was so Incensed at the demand for punitive damages that the agency asked a federal judge to force Thur&w’s lawyer to pay the government's legal fees in the suit. Thurow ulti­mately got his money back.An Isolaifd care? Unlikely. Thurow's lawyc:. Montie|Day, says that after the story was pub­lished in San Francisco newspa­pers, he was approached by oth­ers who had checks stolen and deposited by the IRS.The IRS' 1988 annual report says the agency processed 194 million tax returns during Ihe

year. That's a huge undertaking by any bureaucracy, and mis­takes are Inevitably.But the IRS has an arrogance that Is backed up with legal authority, Burnham contends. If your car insurance company makes mistakes, you can com­plain, write the company, tell your agent to fix the problem or go lo another insurance com­pany. But there Is only one IRS.That arrogance and the enor­mous power of the IRS — the presumption that the IRS Is right and it is a taxpayer’s burden lo prove innocence, for instance — Is perhaps the overriding theme of Burnham’s book.Virtually all income taxes In America paid by individuals are paid in advance by payroll de­duction. To that extent, the vol­untary compliance by Anv/lcans in paying taxes is largely Involun­tary. Burnham suggests that mismanagement, corruption and arrogance in the IRS In dealing with taxpayers may lead the av­erage citizen to rethink, say, re­porting all income, paying taxes on dividends and correctly listing all dependents.The underlying danger. Burn­ham concludes, is that an IRS which loses the faith of the American people is on a collision course with disaster.





P E R M IT S : IRS, 
state conflictj Continued Irom Page C-1 JThose 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 S130.000 in back . ♦•»»»," said Chris Gunder­sen. a Sand Point fishermen."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."Other fishermen with seized permits could not be reached for comment Thurs­day.Limited entry permits were created in 1983 by a state legislature desperate to find a way to curb the num­ber of fishery participants at a time when salmon stocks were near record lows. The legislation created complex criteria (largely based on past experience) to deter­mine 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 gen­eral's opinion declared the permits were not a property right. Therefore, if the legis­lature chose to revoke or otherwise tamper with the limited entry system, it would not have to compen­sate fishermen for any losses in permit values.In the '80s, values of more than 12.000 salmon and her­ring permits soared as stocks rebounded to record levels and markets im­proved. The permits current­ly have !. combined market value of more than $1 bil­lion. according to a House

A OOhht) CtMflvFor years, the Internal Revenue Service has sought to seize the permits of fish­ermen who owe back taxes, according to Listowski. Sev­eral times in the past they seized permits, but fisher­men always paid off the back taxes before the issue ended up in the courts.Commission officials have negotiated with IRS officials in an effort to forestall new seizures. But the IRS now appears determined to force the issue. Listowski saidC< Anchorage Daily News Friday, February 23, 1990
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F i s h i n g  p e r m i t s  u p  f o r  s a l e
IRS stirs debate with state over auction of seized papeis
By HAL BERNTON
Daily News reporter

The Internal Revenue Service 
is trying to sell eight limited-en- 
try fishing permits worth more 
than $1 < m i l l io n  at a first-of-n- 
kind aurt inn The March 2!) sale 
appears certain In trigger a ma­
jor clash w ith the stale, which 
views these fishing rights ns a 
pr iv i lege — util property - and 
exempt from federal seizure 

The state Commerc ia l Fisher­
ies L im ited Entry Commission 
controls Ihe permits that regu­

late access to Alaska salmon and 
herring harvests. And commis­
sion officials say they w i l l  not 
approve any transfers to the 
auction's w inn ing  bidders.

"There is no va lue without 
the transfer pnpers," said Rich 
Listowski, a commercia l fisher­
ies commissioner.

IRS offic ials insist that a per­
mit is property — subject to 
seizure for unpa id taxes just 
like real estate, automobiles and 
jewelry

"Our position Is that it's a

va luable asset that we are ent i­
tled to seize, and wou ld expect 
the state to transfer the per­
mits," said Mar i lyn  Steen, an 
IRS spokeswoman.

The IRS Is suggesting to prot 
el ective w inn ing  bidders that 
they could f i le a class action suit 
to pry the permits away front 
the state, she snid.

State offic ials say they are 
prepared to defend their posi­
tion in court.

In the meantime, to ensure

there w i l l  be plenty of bidders 
at the March auction, the i'HS is 
advertising the permit sale na­
tionwide, Steen said. Dire to the 
confl ict w ith  the stole, the IRS 
expects the permits tr sell at 
we l l be low current ma ‘ket v a l ­
ues.

The permits up fnr-snle offer 
access to some of Alaska's most 
lu cra t ive  sa lmon f ls le r ie s  — 
Bristol Bay. False Pass Ch ign ik 
and Pcince W il l iam  So jnd

Please see Pago C-« PERMITS
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