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STATE OF ALASKA BILL VERSION: CSSB 74 (Res) rfvtgyp

1990 LEGISLATIVE SESSION PUBLISH DATE: A/6/90
Revision Date: Agency Affected: Revenue

Title: Fisheries Business Tax Credit BRU: Income & Excise Audit
Refunds to Municipalities 3
Sponsor: Zharoff, Et al, ’ Components: Operating

Requestor: Finance ’

EXPENDITURES/REVENUES:  (Thousands of Doll ars)
FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

OPERATING
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LANDS & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 r 0 0 0 r 0 0
REVENUE <15,000> K 5 aos>> <16,000> i<16,000 > <16,000> <16,000>
FUNDING: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate paggHJ/necesjsapy)
Prepared By: Steven E. KettelQ~» ~ ~ —¢ Phone: (907) 465-2320
Division: Income and Excise Audit Date: March 5, 1990
Approved bv Commissioner: Hugh Malone Date: March 5, 1990

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted AgencyQOes) page 1 of 2



Prepared by:
Steven E. Kettel
March 5, 1990
Page 2 of 2

BILL ANALYSIS

This bill repeals and reenacts a new section to replace the current fisheries
tax credit statute. This bill would have a dual fiscal impact to the State as
follows:

1. Extends the current fisheries tax credit program as provided by AS
43.75.032 by 4 years. This bill extends the time period for making capital
expenditures, which expired December 31, 1989, by 6 years to December 31,
1995. Concomitantly, this bill also extends the time period for claiming
credits, which is currently due to expire with tax year 1991, by 4 years
through tax year 1995.

2. Expands the allowability of expenditures eligible for fisheries tax
credits. This bill would allow fisheries businesses to claim credits for
construction, extension, or improvement of a utility, road or dock to be owned
by a municipality. This subsection, AS 43.75.032(a)(3), omits any provision
for the department to use its discretion in approving such expenditures, but
provides for the municipality or cooperative to use its "judgment™ in
determining whether expenditures would qualify for the credits.

Additionally, this bill removes the current provision for prior approval of
expenditures to qualify for tax credits. Without this requirement, more
expenditures will likely be claimed because taxpayers may in their discretion
believe that the expenditure is indeed eligible for the credit program.

The Department opposes this draft legislation for the following reasons.

1. This legislation will have a significant impact on general fund
revenues. The department estimated that general fund revenues will
decrease by as much as $64 million over the additional four year period
the fisheries tax credit program is extended under this legislation.

The expansion of the scope of expenditures coupled with the deletion of
the provision to require approval by the department prior to expenditures
will increase the total amount of credits to be applied and carried
forward against fisheries taxes that would otherwise be collected.

2. The department be:leves that the current fisheries credit program has
fully served its purpose to benefit the industry by allowing them to
establish new shore based processing plants and improve existing
facilities. Now that the industry has made significant investment to
increase production and efficiency, it is capable of successfully
competing 1n the marketplace without additional fisheries tax credits
provided by this legislation.

The department also contends that with the growing market for Alaska
fisheries products, many of the expenditures incurred to date would have
been made regardless of the current tax credit program. The department
believes that extension of the fisheries tax credit program will not
induce additional capital expenditures which otherwise may be made.
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74 (Version. A
gy
BILL ANALYSIS

This bill repeals and reenacts a new section to replace the current
fisheries tax credit statute. This bill would have a triple fiscal
Impact to the State as follows:

1. f£jltendi_ihe._airmit_flsherles tax credit program as provided bv AS
43.75.032 bv 4 years. This bill extends thetime period for making
capital expenditures, which expired December 31, 1989, by 4 years to
December 31, 1995. Concomitantly, this bill also extends the time period
for claiming credits, which Is currently dueto expire with tax year
1991, by 4 years through tax year 1995.

2. Expands the allowabllltv.of expenditures eligible for fisheries tax
credlts. This bill would allow fisheries businesses to claim credits for
construction, extension, or Improvement of a utility, road or dock to be
owned by a municipality. This subsection, AS 43.75.032(a)(3), omits any
provision for the department to use Its discretion In approving such
expenditures, but provides for the municipality or cooperative to use Its
"judgment™ In determining whether expenditures would qualify for the
credlts.

3. Increases the amount of credit from 50% to 75% of the fisheries tax
lalb111tv. This bill would allow fisheries business to decrease the
amount of tax remitted to the state from 50X to only 25t of the tax
liability for cases In which municipalities which adopt ordinances
directing the department to reduce their tax refund under AS 43.75.130.
In cases where this provision would be applicable, the d°partment would
retain no revenue after refunding the respective municipality.

Additionally, this bill removes the current provision for prior approval
of expenditures to qualify for tax credits. Without this requirement,
more expenditures will likely be claimed because taxpayers may In their
discretion believe that the expenditure Is Indeed eligible for the credit
program.

The Department opposes this draft legislation.

0335K
PED/ped



STATE OF ALASKA BILL VERSION: SB 74

1989 LEGISLATIVE SESSION PUBLISH DATE: 4/12/S9
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Revenue

T1tle:An Act Amending and Extending the BRU: Income & Excise Audit

Fisheries Business Tax Credit

Sponsor:  Zharoff etc. Components: Operating

Requestor: CRA.Res. and Finance

EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 1FY 91 1FY 92 1FY 93 1FY % FY 95 1FY 96
I OPERATING L J_ J I 1
| PERSONAL SERVICES 1 0 1 o 1 o I 0 0 1 o
| TRAVEL 1 0 1 o I 0 0 0 1 0
| CONTRACTUAL 1 0 1 o 1 0 D0 0 0
I SUPPLIES 0 1 o i 0 i o 0 i o0
| EQUIPMENT 0 1 o 1 0 1 o 0 i 0
| LANDS & STRUCTURES 1 0 1 o 1 0 1 0 0 1 0
| GRANTS, CLAIMS 0 1 0 1 0 1 0 0 1 0
1 MISCELLANEOUS 0 1 0 0 0 0 1 0
1 TOTAL OPERATING 0 1 0 1 0 1 0 0 1 0
I CAPITAL 0 1 0 1 0 1 0 0 1 0
1 REVENUE (6700) 1(13000) 1(13700) 1(13700) (13700) 1(13700)
FUNDING: (Thousands of Dollars)
| GENERAL FUND 0 1 o 1 o 1 o 0 1 o
| FEDERAL FUNDS 0 1 o 1 o ;0 0 1 o
| OTHER 0 1 o 1 o 1 o 0 0
1 TOTAL 0 1 0 1 o 1 o 0 1 o
POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0
ANALYSIS:  (Attach a separate page 1f necessary)
Prepared By: Steven E. Kettel Phone: (907) 465-2320
Division: Income and Excise Audit Date: March 14, 1989
Approved by Commissioner: Hugh Malone/ ~fto-h#r a Date: March 14, 1989

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(les) page 1 of_4



SB 74
PREPARED BY: STEVEN E. KETTEL
MARCH 14, 1989

SECTIONAL ANADbLYSIS-

Section 1 extends the maximum period for which a fisheries business may
receive a credit against their fish tax liability from three to five

years.
Section 2 also extends the maximum period of time from 3 to 5 years the
amount a municipality may Increase the fish tax credit by foregoing up to
one-half of their share of fish tax collections.

Section 3 extends the unused credit carryover to correspond to the 5 year
election period In Section 1

Section 4 increases the maximum amount of credit that may be claimed to
75% of the taxpayers total tax liability If a municipality participates
In the credit program. Current law provides a 50% maximum whether or not
a municipality participates.

Section 5 makes a technical change to adopt the five year credit period.

Section 6-8 provides a sunset provision on the fish tax credit of
December 31, 1995.

Section 9 provides transition rules allowing municipalities to adopt an
ordinance conforming to the change In this bill.

SB 74/CURRENT LAN

COMPARATIVE ANALYSIS

SB 74 CURRENT LAW
1. AUTHORIZED PERIOD
FOR EXPENDITURE 1987-1991 1987-1989
2. PERIOD CREDIT
AVAILABLE 1987-1995 1987-1991
3. CARRY-OVER
PROVISION 5 year 3 year
4., POTENTIAL FISCAL
IMPACT $74.5 Million $35.2 Million
5. MAXIMUM CREDIT 75 % tax liability 50% tax liability

AVAILABILITY *

requires municipal approval and participation
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Prepared by Steven E Kettel
I\/brd114,b{9}9

BLL ANAYSS

Tre present fish tax aedit program hes been wicely utilized by te
shorebesed figheries processing nt%,sagrjy- _ Nearly $136 million’ in
Soregesad  investmant hes been proposad since 196 ad tre C
antines to gyprowe addrtacal millios N prgposed eqaditures eech

Actial tx aedits_taken o datle total $6.7 million This represants
aedits for epaditures nece N 1987 only. 198 ues ad te
correspoding aedits will ke claimed by the ed of 199. De

higer tren eqected retums In sore salnon fisheries, ad higer pricss
for % Soecies, we anticipate both en inoreese N fish tax oollectias
for ad a corespoding Inoreese N fish & aaedits claimad.

fISCAL IMPACT G- HBU

e project that fish processors wall continee to ﬂp_admtaﬁtof this
progran into tre 1990°s. The attaded sdedule atticipates trat by
eqaxding the nurber of _that czgprgﬂgfa“dlwms will ceate tax
aedits, an estimated $74.5 million n furs ney ke lost. To
clailate this npect we hae mece saveral broed assunptias.

Bpenditures will leel aut t© $0 million for each
%blitlcml year of the program. PEryer

The fish tax collectios will Increese 106 N FY&O ad S
besed yoon INcreesed product cgeecity ad productavity
throgh cpital exearsian.

@V\]gﬁassﬂeﬁatﬁe last tax year for which aredits will ke granted
S :

OEARIMENT FOSTION SIATBVENT

The Departmantt of Revenle gyposes this legislation for tre folloving
reesos:

D As tre fisal note reports, this legislation hes susstantaal
%mctmgmeralﬁrdra.erues- “

2) This legislation does ot mencete municipal participation.  Tre

Department an_amerdnent Iring crtaes ad “which
berefit fran tte coital mﬁmg‘:’l\emap@ﬁm their
revenues.

The Department beliees thet of tre eqaditures hae been
r?ecbamlwill ke nece hﬂemu;ewregaMI&dmmmadedit (S

4) Soreoesea fideries assinesses alreedy fully constructed are put
at a aopetative dissdvaitage against those ev etriies  tre market.



PREPARED BY:

PROJECTED REVEf.DE IMPACT STEVEN E. KETTEL
FISHERIES BUSINESS TAX CREDIT (AS 43.75.032) INCOME & EXCISE AUDIT
$ in millions MARCH 14, 1989
EXISTING CREDIT PROGRAM PROGRAM UNDER SB74
TAX YEAR 1987 1988 1989 1990 1991 1992 1993 1994 1995 PROGRAM SB74
FISCAL YEAR 1988 1989 1990(a) 1991 1992 1S93 1994 1995 1996 TOTALS TOTALS
APPROVED
EXPENDITURES 55.5 62.4 38.4 40.0 40.0 N/A N/A N/A N/A 236.3 100
CREDIT
APPROVED 27.7 31.2 19.2 20.0 20.0 N/A N/A N/A N/A 118.1
CREDIT APPLIED
(REVENUE LOSS) 6.7 11.0 11.8 12.4 13.0 13.7 13.7 13.7 13.7 109.7 74.5
CREDIT AVAILABLE
FOR CARRYFORWARD 21.0 41.2 48.6 56.2 63.2 49.5 35.8 22.1 8.4
SUMMARY
FISHERIES TAX
LIABILITY BEFORE
CREDIT APPLIED 29.2 (b)32.1 33.7 35.4 37.2 39.0 39.0 39.0 39.0 323.6
CREDIT APPLIED (6.7) (11.0) (11.8) (12.4) (13.0) (13.7) (13.7) (13.7) (13.7)  (109.7)

MUNICIPAL SHARE  (14.6)  (16.0) (16.8) (17.7) (18.6)  (19.5) (19,5). (19.5) (19.5)  (161.7)
GENERAL FUND SHARE 7.9 5.1 5.1 5.3 5.6 5.8 5.8 5.8 5.8 52.2

(@ TY 1989 expenditures to 3/10/89 amount to 18.4 million. Balance of calendar year expenditures at 20
million. TY 1991 through 1992 annual expenditures estimated at 20 million per year.

(b) Tax liability is an estimate based on an increase in resource value and production. Fisheries
Business tax returns are due March 31 of the following year. The rate of increase is estimated at 5£ to

F/ 1993 and remained constant through FY 1996.

4 of 4



STATE OF ALASKA

1990 LEGISLATIVE SESSION PUBLISH DATE: 2/9/90

REQUEST:
RaasionD ak:

BILL VERSION: CSSB74

FISCAL NOTE

Titdes An Act Adendim ad Foxdadim e
Credit

Reguestor: CRM - ad Mnance

Fisheries Business Tax
Sponsor: . A2 pt

EXPENDI TURES/REVENUES:

OPERATING FY 91

PERSONALS-RVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE (15,000)

FUNDING: (Thousands ofDollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-ITME
PART-TIME
TEMPORARY

Gpoatts <JperatinT

(rasrcsafiibs)

FY 92 FY 93 FY %4 FY 95

(16,000)  (16,000) (16,000)  (16,000)

ANALYSIS : @tathasgademr ilreesty)

FiySsiVeNuipieg
Repestor

Office of Management and Budget

Impacted Agency(ics)

page.

Aledeet Revene
BRU: Inoore & Bxcise Audit

FY 9

(16,000)

of



CSSB 74 (Version A)
February 21, 1990
Page 2 of 2

BIILANAIMS

This bill repeals ad reenects a new section 1 replace e current
fiseries tax caedit statute. This bill would have a triple fisal
Inpect to the State as follons:

L Extaxs tte aurett figheries tax credit program as provided bv AS
43.75.02 bv 4 years. This bill exteds te tine |odformak|rg
cgprtal eqoerdlwr% which expired Decanber 3L, 4 years 1O
Decarber 31, 196. Oomomtantly this bill also te time pericd

for clalmlng caedits, which k aurettly de t© epire with & year
, by 4 years throuh tax Jear 195.

2. Bpads te allonebility rtures eligible for fideries tax
credits. This hill V\mld aIIoN 1sheries businesses to claim aedits for
construction, extension, or inprovement of a utility, roed or dodk © ke
oned by a mmmpal ity. This suossction, AS 43.75.032@)(3), anits ay

provision for the department o u=e Its discretion I goproving sudh
e><per’d|tures but provides for the municipality or cooperative t ux= s
creucjig]mt. In determining whither eqpandrtures would qualify for te

s

3. Inoreases e amount of aredirt fran S04 o 79% of the fidheries tax
lalbllitv. This bill would allov fisheries business to decreese tte
amout_of tax renitted to_the state fran 506 © only 236 of the tax
licbility for ceses in which municipalities whidh adopt ordinances
directing the department 1o reduce their tax refud uder AS 43.75.130.
In cas=s where this ision wauld ke gplicable, tre department would
retain o revene refuding the respective mn|C|paJI|ty.

Addrtioally, this blII reroves the aurrent provision for prior gogproval
of expenditures o % tax aedits.  Without this requirenent,
more experdrtures wvall  likely e claimed because taxqpayers may in their
discretion beliee that tre eqeaditure s Incead eligible for the aredit

progran.
The Department goposes this draft legislation.

033K
PE/ped



STATE OF ALASKA BILL VERSION: CSSB74 (B)
1990 LEGISLATIVE SESSION PUBLISH DATE: 2/9/90

FISCAL NOTE
FaasnCate: ; Aoy Aedet ReverLe
TicezAn Act Areding ad Bdending e grus  Incore & Bxcise At
%ME&M hi r‘nmpnncnn e operating
- - e

EXPENDITURES/REVENUES:  (rasadsofiiiag)
OPERATING FY 91 FY 92 FY 93 FY A4 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

REQUEST:

CAPITAL

REVENUE HL.H (eaoor- @s.o0 @00 @s.c0) @600
FUND ING:  (asarcsofidias)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:

FULL-11ME
PART-TIME
TEMPORARY

ANALYSIS : Q@uahassademre ifressty)

Reaehy: Steven E --pw. . 07 465230
DMISIOT Inoore ad Exci”Audit "A. / Cote:

Agaoedhy Comissiaer Mai PUB' 3_.P./2MN "N &
Agency: %emnrrmt of RgggnueA / / < J h

%ﬁgm@t&d
e s B RB-—- of



CSSB 74 (Version B)
February 21, 1990
Page 2 of 2

BILL ANALYSIS

This bill arends_tre aurrent_fisheries_tax credit statute keeping Intact
the besic provisias for claiming aedits.  This bill would hae a dal
fisal npect o tre State as follons:

1L Exteds the aurent fideries tax aadit program as provided by AS
43.75.022 bv 4 years. This bill exteds the time pericd for meking
cprtal 1tures, whidh eqired Deoanter 31, , 4years O
Decarber 31, 196. Concomitantly, this bill also exteds tre tine periad
for claiming aedits, which 1s acuraitly de to epire with tax year
191, by four years through tax year -

2. Incresses he arount of aredit fran S o A/. of tre fideries tax
lald 1.  Tins bill would allov figeries business t© decresse te
amouTt of tax remitted 1o the state fron SO t© only 25) of tre tax
ligbility for cases in which municipalities which adopt ordinanoces
directing the department to reduce thelr X refud uder AS 43.75.130.
In casss where this 1sion wauld be gplicable, the department would
retain M reene refuding tre respective mnicipality.

The Department gyposes this draft legislataon.

033K
PEVped



STATE OF ALASKA BELL VERSION: CSSB74 (C)
1990 LEGISLATIVE SESSION PUBLISH DATE: 2/9/90
REQUEST :-

Raasonale: } i} At Revenue
Tice-M Acmmml the = 2 i
e e b S ng Wlme & Bxcie Audit
S - ZharofT etc Gopfrprs» Operatd
F«%:CRA. Res, ad hirece ’ e

EXPENDITURES/REVENUES:  (rasacsofiias) =S
OPERATING FFa Y@ =¥e:! Y % %

REVENE (15.0001 (16,000) 1(16-000) 1(16,000) 1(16,000)

FUNDING:  (hasadsofiddias)

ENRALFND
FEERA RUNCS
OHR
TOTAL

POSITIONS:

RLL-TIME
PRI-TINE
TBVPCRARY

ANALYSIS ; GrechassadeEgiffessy)

hpeolel/ A o,(es) page, of



CSSB 74 (Version C)
February 21, 1990
Page 2 of 2

Bill ANALYSIS

This bill areds AS 43.75 t add a new section (S 43.75.033) which would
ke similar t© tre current fisheries tax aadit statute (@S 43.75.032).
This bill would have a dal fisal Inpect © tte State as follons:

1 Adds a new fisheries tax aedit progran to eire with tax year 1994,
This bill essentially establishes a new three year tax aredit program
similar © the cunrent tax credit rem.  Tre bill would exted the
credit ram by three years by alloving aedits o ke claimed through
ax year versmsﬂfewrrmtlagcredltpr%r_antg@qow@afmrw
year 101, This bill exteds tte tine pericd wlﬂ
expaditures by 5 years fran Decarer 31, 199 © 3, 199.

2 tre allonebility of itures eligible for figeries tax
credlits. This bill would allov fisreries businesses to claim aedits for
aonstruction,  extension, or _Irrproere@ofautil%%/, rced or dok o ke
oned by a municipality.  This suossction, AS 43.75.032@)0Q3), anits ay
provision for the department o ue Ks discretion In goproving udh
ependitures, but provides for the nunicipality or cogperatinve o ux s
Jrggnant In determining whether eqoendrtures would qualify for tte
credits.

The Departmenit goposes  this draft legislation.

033K
PEDVped



STATE OF ALASKA BILL VERSION: CSSS74
1990 LEGISLATIVE SESSION PUBLISH DATE: 2/9/90

FISCAL NOTE

Reverue
TdIT MeAct Amendlng ad Bdeding e ™ Affraoe-"& Bxeise Audit
Flsherl Talx Credit i
é g@l a'd-Fl cpop.mm Qperating

EXPENDITURES/REVENUES:  (rasacsofidbs)
OPERATING Fra FY @ FY B e S B

REQUEST:

REVENUE (15,000)1(16,000) 1(16,000) 1(16,000) 1(16,000)

FUNDING:  (rasarcsofilias)
ENERALFND

FECERA AN

OFER

TOTAL

POSITIONS:

RULL-TINE
PRI-TINE
TEVPCRARY

ANALYSIS : (Attach aseparate page if necessary)

: 465-230
Hemehy: - and Wmﬂ Frore, @)

o QEGJTIITISSU’EF Hoh Malo, Doter  Z
o //

e

%mdamﬁt

o AT/ — PB-—— of
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BILL-AMLYSIS

This bill arends AS 43.75 to add a new section (S 43.75.033) which

essentlallé32 pattermed after tre aurventt fisheries & aredit statute

%8"4375 ). This bill wauld hae a fisal Inpect o te State as
ons:

Adds a new fisheries tax aredit progran to exire with tax 191,
This bill essentially establides a nev three e><p Cmd)ear
simlar t© te awnrat tax cedit program. The b|II would ﬂe
G’Gjlt% for three years by allovi credlstobec! rredﬁmxgh
varas tre aurent tax it 10 epire after t&x
1991 This bill extes te time pericd maklrg cpital

e><perd|1ures by 5 years to Decarber 31, 1994.
The Department gyposes this draft legislation.

033K
PE/fed



STATE OF ALASKA BILL VERSION: CSS374 (E)
1990 LEGISLATIVE SESSION PUBLISH DATE: 2/9/90

FISCAL NOTE
%@n%b: Act Arending a@gilfndmg te Acl%yﬁmrme& bcise Audit

derie
éETHT g%maaﬂt Goporenits —JjpOrating

REQUEST:

EXPENDITURES/REVENUES:  (Trasadscfiilr) el
OPERATING Fral Fr Y B =] S FYS$
PERIOVAL SRS

REVENUE G0 (0600 (16,00 (@600 (16,00 (16,000)

ANALYSIS : Guiadhasgadesr ifressty)

Raaahy: Steven E Kettel Brore- Q@07 465230
Divisigr  Ihcoe ad Bxcis  arc Date:

vl e
m%@ /
%@mﬂm

page. of



CSSB74 (E
STATE OF ALASKA BILL VERSION: (E)
1990 LEGISLATIVE SESSION PUBLISH DATE: 2/9/90

FISCAL NOTE
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CSSB 74 (Version E)
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Page 3 of 3

BILL ANALYSIS

This bill areds AS 43.75 to add a new section (AS 43.75.033) which wauld
substattially exterd the period for claiming fideries tax aedits.  This
bill wauld e a dal fiscal Inpect to te State as follons:

1 Adds a new Fisheries tax aedit progran to eire with tax year 198-
This bill establises anew 5 X aedit ran similar o te
aurrent tax aredit progran. bill would tte aedit grogram by
7 years by alloving credits 1o be clained through tax year 198 versus
the aureant tax aredit program 1o eire after tax year 191, This bill
exteds ﬁ; t|1r$4per|0d for meking cgpital eqpenditures by 5 years t©

2. Bpads the allonebility of ef>q_i£ﬂi1_ures eligible for figheries tax
aedl ts. _This bill would allov fiseries businesses to claim aedits for
construction,  extension, or _Irrpmﬂm_tofautll%/, rced or dock to ke
oned by a municipality. This suosection, AS 43.75.032@)(Q3), anits ay
provision for the department t© ue Its discretion N ggproving Sudh
expeditures, but provides for the nunicipality or cooperatinve o e its
Cfalfgmt In determining whether eqoanditures wauld qualify for te
s.

The Department goposes this draft legislataon.

083K
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§ 43.75.010 Revenue and Taxation § 43.75.015

Chapter Fisheries Taxes.

T B SRR AEE AE BRE. A50)

T e

Sec. 43.75.010. Fisheries business licenses. {Repealed, § 13¢ch 79
SLA 1979. For current law, see AS 43.75.011]
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15 AAC 75.090 Alaska Administiiative Code 15 AAC 75.090

(c) Ifotherwise qualifying as an eligible expenditure, the following
property will be considered in a state of readiness and availability:
(1) parts acquired and set aside during the tax year for use as
replacements fora particular machine in order to avoid operational
time loss;

(2) operational fish processing equipment acquired during a tax
year, where itisnotopracticable to use the equipment for its specifi-
cally assigned function in the fisheries business until the following
year; and

(3) equipmentacquired fora specifically assigned function which
isoperational but which is undergoing testing to eliminate defects.
(d) Ifthe department has determined that certain expenditures are

eligible for tax credit, but the expenditures do not reflect the full cost
ofthe equipmentor improvement to depreciable property because the
total amount to be paid or incurred by the taxpayer is indeterminate,
credit will be allowed to the taxpayer for the first tax year with re-
specttoso much ofthe costas lias heen paid orincurred as of the close
of that year, and additional credit will be allowed to the taxpayer for
subsequent eligible tax years with respect to additional expenditures
made during each subsequent year.

(e) Notwithstanding (a) — (d) of this section and for fisheries busi-
ness tax credit computation purposes only, equipment or improve-
ments to depreciable property placed in service from July 1, 1986
through December 31, 1986 will be considered to have been first
placed in service in tax year 1987. (Eff. 8/12/87, Register 103)

0
y

Authority: Ag ﬂ% @
Seg. 6, 31 , SLA 1986

A

15 AAC 75.000. LIMITATION ON CREDIT, (a) Ifa taxpayer is
operating both shore-baaed and floating fish processor facilities in the
same tax year that eligible capital expenditures are made, the total
creditthat may be claimed in thattax yearmay notexceed 50 percent
ofthe taxpayer’s combined fisheries business tax liability incurred at
all of the taxpayer’s fish processing facilities. However, in no event
will the fisheries business tax credit generated ata processing facility
in one tax year be applied to the fisheries business tax liability in-
curred at another processing facility in a subsequent year ifthe other
facility was not owned by the taxpayer in the tax year the capital
expenditure was made. The following are illustrative examples:

(n Comprny F solely owns and operates a shore-hased processing
facility in Alaska and a floating freezership. In 1987, the company

Bpent $1,000,000 in adding new refrigeration equipmentand capac-

ity to ilH Hlinrn bun. d plant Tim rompnny’H I9H7 fialioricK IniiiiiwuH
tax liability at its sho.-e-basod plant is $200,000 and at its flouting

15 AAC 75.100 Revenue 15 AAC 75.100

facility is $50,000. The 1987 fish lax credit is limited to $125,000.

one-halfofthe combined liabilities of both facilities. The remaining

$375,000 credit is available to offset taxes incurred in tax year

1988.

2) Assume the sume fncts as in (1), exceptthat in 1988 Company

F acquires a second floating freezership and makes no additional
eligible capital expenditures to its shore-based facility. For tax year
1988, the new company has a fish tax liability at its shorc-baHed
facility of $200,000, at the originul flouting facility of $50,000 and
at the acquired facility of $150,000. The 1988 fisheries business tax
credit is again limited to $125,000. The unused credit cannot be
used to offset fisheries business tax incurred at the new facility,
which was not owned in the year the relevant capital expenditure
was made.

(b) A fisheries business tax credit will notbe approved ifthe fisher-
ies business has any arrears oroulLstanding liability to the state under
AS 43.75 which could result in a lien under AS 43.10.035(a), irrespec-
tive of whether the arrears or outstanding liability arose out of the
business activity of the facility for which the expenditure was made.
An amount properly and timely disputed under the provisions of AS
43.05.240, and regarding which the appeal process under AS
43.05.240 is not concluded, does not constitute an amount in arrears
or an outstanding liability.

(c) No credit will be approved for otherwise eligible expenditures
made to acquire equipment or an improvement to depreciable prop-
erty from another fisheries business in which there exists substantial
common ownership. For purposes of this subsection, "substantial com -
mon ownership” means a 50 percent or greater direct or constructive
ownership interest; constructive ownership will br.determined accord-
ing to the provisions of 26 U.S.C. 318 (Internal Revenue Code § 318)
in effect on August 12, 1987. (Eff. 8/12/87, Register 103)

Authority: A ﬂgﬁ@
AS 4375
Se§e . . /9. SLA 1986

Article 2. Tax Imposed on Acquisition of Fisheries
Resources

Section
100. Tax imposed on ocquisition of fisher-
ies resources

15 AAC 75.100. TAX IMPOSED ON ACQUISITION OF FISH -
ERIES RESOURCES, (a) A person who takes, purchases or other-

resource to a pointoutside the taxing jurisdiction of the slate. lieline
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SECTIONAL ANALYSIS
2d CS For Senate Bill No. 74 (Finance)

"An Act establishing a fisheries business tax credit; and
providing for an effective date.™

SECTION 1

(a) Establishes a new fisheries business tax credit
program to run in the years 1991 and 1992. Same
criteria for credits as the existing program.

(b) Prohibition on carrying back tax credit to prior tax
years, but credit allowed to be carried forward
within the two years available. Same provision 1in
the existing program.

(c) Allows tax credit for contributions to the A_W.
"Winn"™ Brindle memorial scholarship account. Same
language as existing program.

@ Total tax credit that may be claimed 1is capped at
fifty percent of the taxpayer®™s business tax
liability. Same language as existing program.

(e) Prohibitions on granting tax credits. Same
language as existing progranm.

¢ » Provides for application form. Same language as
existing program.

) Provides for timely consideration of application.
Same languate as existing program.

an Definitions. Same language as existing progranm.

TAX CREDIT REPORT

Requires preparation of an annual report. Same
language as existing program.

SECTION 2

Establishes tax credit for A.W. "Winn" Brindle memorial
scholarship account, to take effect when fisheries business
tax <credit program sunsets. Language in paragraphs (a)

through (d) copied from previous section.
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SECTION 3

(b) Allows municipalities to receive their 50 percent
share of fisheries business taxes collected within
municipal boundaries. Includes reference to the

statute created by this bill.
SECTION 4

Technical amendment for consistency between existing tax
credit program and program created in this bill.

SECTION 5

Repeals the requirements for the tax credit report
(43.75.039), the definition of "capital expenditure"
(43.75.140(1)), the definition of "product diversity"
(43.75.140(7)), the definition of "product quality"

(43.75.140(8)), and the effective date for Brindle scholarship
contributions in the existing law (sec. 10, ch. 79, SLA 1986)
upon the sunset date of the new tax credit program, January 1,
1994.

SECTION 6
FISHERIES BUSINESS TAX CREDIT CLAIM IN TAX YEAR 1993.

Makes clear that fisheries businesses that have applied and
received approval for two year tax credit projects in 1992 may
claim the tax credit in 1993.

SECTION 7

Implements the credit for Brindle Scholarship contributions in
Section 2 and the repeal of unneeded statutes when the program
sunsets in Section 5.

SECTION 8

Effective date of January 1, 1991 for remaining sections.





