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D ea r S e n a to r F ra n k :

T h is  l e t t e r  i s  in  re s p o n s e  t o  y o u r re q u e s t d u r in g  
y e s t e r d a y 's  Commun ity and R e g io n a l A f f a i r s  h e a r in g  f o r  an 
e x p la n a t io n  o f th e  im p a c t t h a t  pa ssage o f SB 240 w o u ld have on th e  
s t a t e ' s  l i t i g a t i o n .  As d is c u s s e d  a t  th e  h e a r in g , th e  D e p a rtm e n t o f 
Law ha s s u p p o r te d  th e  m u n i c i p a l i t i e s  in  p u r s u in g  th e  f i s h e r i e s  
b u s in e s s  t a x  lo s s e s  a g a in s t E xxo n . Because th e  s t a t e ' s  ta x  lo s s  i s  
s m a l l r e l a t i v e  t o  o u r o th e r c la im s , we d id  n o t ta k e  th e  le a d  on 
t h i s  is s u e . R a th e r , we gave w h a te v e r s u p p o r t we c o u ld  t o  th e  
m u n i c i p a l i t i e s  th ro u g h  th e  p r o v i s io n  o f  in f o rm a t io n .

S in c e  SB 240 w o u ld re im b u rs e  th e  m u n i c i p a l i t i e s  f o r  t h e i r  
l o s t  f i s h e r i e s  b u s in e s s  t a x  fro m  th e  s t a t e  t r e a s u r y , th e  
m u n i c i p a l i t i e s  w o u ld  no lo n g e r ha ve any in c e n t i v e  t o  p u rs u e  t h i s  
c la im  a g a in s t E xxon . The r e s p o n s i b i l i t y ,  e xp e n se , and r i s k  f o r  
c o l l e c t i n g  th e  m u n i c i p a l i t i e s ' p o r t i o n  o f t h i s  t a x  from  Exxon w ou ld 
n e c e s s a r i l y  f a l l  on th e  D e p a rtm e n t o f Law . I t  i s  in  t h i s  re s p e c t 
t h a t  p a ssa g e o f SB 240 w o u ld change th e  s t a t e ' s  l i t i g a t i o n  a p p ro a ch 
t o  c o l l e c t i o n  o f th e  l o s t  f i s h e r i e s  b u s in e s s  t a x .

c a l l .
I f  I  can be o f f u r t h e r  a s s is ta n c e , p le a s e  f e e l f r e e  t o

S in c e r e ly ,

CHARLES E. COLE 
ATTORNEY GENERAL

By:
/B a rb a ra  Herman 

A s s is t a n t A t to r n e y  G e n e ra l

EH/md

c c : C h a r le s  C o le
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CS FOR SENATE B IL L  NO. 240 (CRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

I1Y THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

O ffered
R efe rred :
Funding Information: General Fund $3,500,000

Other Funds -0-
$3,500,000

Sponsors): SENATOR ZHAROFF
A B IL L  

FOR AN ACT ENTITLED

1 "An Act making an appropriation to the Department of Revenue for the fisheries tax

2 refund program for payments based on the harvest of fish; and providing for an effective

3 date."

4 B E  IT  ENACTED BY  THE LEG ISLATURE OF THE STATE OF ALASKA:

5 * Section 1. PURPOSE. To hold harmless municipalities whose tar. receipts were affected by

6 reduction of payments of the fisheries business tax, it is the purpose of this Act to provide additional

7 refunds payable to municipalities so that the municipalities are compensated for the decrease in the

8 proceeds of the fisheries business tax during fiscal year 1990 caused by the Exxon Valdez oil discharge

9 disaster.

10 * Sec. 2. The sum of $3,500,000 is appropriated from the general fund to the Department of Revenue
4

11 to be allocated and paid to municipalities that suffered the loss of fish tax revenue (AS 43.75 .130)

12 because of the Exxon Valdez oil spill and have entered into an agreement with the Department of

13 Revenue to reimburse the state for up to the amount of the allocation if, and to the extent that, the

14 municipality receives a recovery from another person or entity as compensation for lost fish tax revenues

-1-
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1 for fiscal year 1990.

2 * Sec. 3. The unexpended and unobligated balance of the appropriation made by this Act lapses into

3 the general fund December 31, 1991.

4 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

CSSB 240(CRA) -2*
New TVxr 'Jr.de rl ir.eci [DELETED TEXT BRACKETED ]



< SENT 8Y•* XEROX Telecopier 70171 5- 7-91 I 15:34 J 9074652504- 4654714!# 1

O ILS P ILL IMPACTS

T h i s  r e p o r t  l i s t s  co m m erc ia l  and s u b s i s t e n c e  f i s h e r i e s  im p a c t e d  
t h r o u g h  Augus t  22 ,  1990.

While  t h o u g h t  t o  be  c o m p r e h e n s iv e ,  i t  i s  n o t  i n t e n d e d  t o  r e p r e s e n t  
a c o m p le t e  o r  f i n a l  l i s t i n g  o f  a l l  a d j u s t m e n t s  t o  c o m m erc ia l  
f i s h e r i e s  t o  d a t e .

T h e re  have  been  s e v e r a l  c l o s u r e s ,  c a n c e l l a t i o n s ,  and p o s tp o n e m e n ts  
t o  c o m m erc ia l  and s u b s i s t e n c e  f i s h e r i e s  i n  A la s k a  a s  a r e s u l t  o f  
o i l  s p i l l e d  from t h e  "Exxon V a ldez"  on March 24 ,  1989.  These  
i n c l u d e :

COMMERCIAL

P r in ce  William Sound

H e r r i n g . The g i l l n e t  and p u r s e  s e i n e  s a c  r o e  and pound and w i l d  
r o e - o n - k e l p  f i s h e r i e s  were c a n c e l e d  A p r i l  3, 1989 p r i o r  t o  o p e n in g .  
The foo d  and b a i t  f i s h e r y  beg an  November 1, 1989 i n  t h e  G e n e r a l  
H e r r i n g  D i s t r i c t .  The h a r v e s t  q u o t a  f o r  t h i s  f i s h e r y  was r e v i s e d  
t o  confo rm  w i t h  t h e  1990 spaw ning  b io m a ss  e s t i m a t e  and was s e t  a t  
1 ,7 6 0  s h o r t  t o n s .  However, b e c a u s e  o f  e x i s t i n g  m a r k e t  c o n d i t i o n s ,  
o n l y  6 4 6 .1  t o n s  w ere  h a r v e s t e d  and t h e  f i s h e r y  was c l o s e d  on 
November 12, 1989.

P o t  S h r im p . T h is  f i s h e r y  was c l o s e d  w h i l e  i n  p r o g r e s s  b e c a u s e  o f  
t h e  h ig h  p o t e n t i a l  f o r  d i r e c t  c o n t a c t  o f  g e a r  and  c a t c h  w i t h  o i l  on 
noon ,  A p r i l  3 , 1989.  T h is  c l o s u r e  was a n t i c i p a t e d  t o  r u n  u n t i l  t h e  
f i s h e r y  was s c h e d u l e d  t o  r e o p e n  by r e g u l a t i o n ,  A u g us t  15,  1989. 
However,  a e r i a l  s u r v e y s  from A ugus t  3 t h r o u g h  8 i n d i c a t e d  t h e  
p r e s e n c e  o f  o i l  i n  w a t e r s  o f  t h e  T r a d i t i o n a l  H a r v e s t  A r e a .  The 
f i s h e r y  r e m a in e d  c l o s e d  u n t i l  March 15, 1990 when t h e  s e a s o n  opened  

4 by r e g u l a t i o n .  However,  a s m a l l  p o r t i o n  o f  t h e  T r a d i t i o n a l  H a r v e s t  
Area was c l o s e d  on March 15 b e c a u s e  o f  t h e  p r e s e n c e  o f  o i l .  The 
a r e a  i n c l u d e s  w a t e r s  n e a r  K n i g h t ,  E l e a n o r ,  and Sm ith  I s l a n d s .

T ra w l S h r im p . C lo s e d 12:00 noon , A p r i l  9,  1989. T h is  f i s h e r y  was 
s c h e d u le d  t o  re o p e n A u g u s t 15, b u t a e r i a l s u rv e y s  in d ic a t e d  th e  
p re s e n c e  o f o i l  in  th e  a re a s w he re th e  f i s h e r y  was s c h e d u le d  t o  
o c c u r . The P o r t W e lls  a re a  re o p e n e d M a rch 1, 1990 and th e
re m a in d e r o f th e  Sound w i l l  p r o b a b ly  rem a in  c lo s e d  u n t i l  w e a th e r 
im p ro v e s i n  th e  s p r in g  and a e r i a l s u rv e y s  a re  p o s s ib le .

S a b le f ls h  ( b la c k  c o d ) . D id  n o t open as s c h e d u le d  A p r i l  1, 1989 
because o f th e  o i l  s p i l l .  T h is  f i s h e r y  re o p e n e d i n  in s id e  w a te rs



o n l y ,  i n  c o n j u n c t i o n  w i t h  t h e  h a l i b u t  o p e n in g  a t  noon on J u n e  12. 
T h i s  f i s h e r y  c l o s e d  on December 31 ,  1989.  S a b l e f i s h  was n o t
r e o p s n e d  d u r i n g  t h e  r e m a in d e r  o f  1989 in  o u t s i d e  w a t e r s  b e c a u s e  t h e  
G u l f  o f  A la sk a  s a b l e f i s h  q u o t a  had been  f i l l e d .  The 1990 s e a s o n  
d i d  open a s  s c h e d u l e d  A p r i l  1.

N o r t h e r n  Area  Dunqeness  c r a b . Was c l o s e d  A p r i l  30,  12 :00  noon.  I t  
r e o p e n e d  on J a n u a r y  1, 1990.

King c r a b

The e n t i r e  P r i n c e  W i l l i a m  Sound R e g i s t r a t i o n  Area was c l o s e d  t o  t h e  
c o m m e rc ia l  h a r v e s t  o f  a l l  s p e c i e s  o f  k in g  c r a b  d u r i n g  t h e  1989-1990 
f i s h i n g  s e a s o n  on O c to b e r  1, 1989. A e r i a l  s u r v e y s  l o c a t e d  o i l  i n  
K n ig h t  I s l a n d  P a s s a g e  and a d j a c e n t  b a y s .  K n ig h t  I s l a n d  P a s s a g e  i s  
t h e  p r i m a r y  h a r v e s t  a r e a  f o r  brown k in g  c r a b  i n  t h e  Sound. The 
brown k i n g  c r a b  f i s h e r y ,  l i k e  o t h e r  c r a b  f i s h e r i e s ,  d e pen d s  upon 
t h e  c a p t u r e  by p o t s  and s u b s e q u e n t  l i v e  h o l d i n g  o f  l e g a l  s i z e  m a le s  
b e f o r e  t h e y  a r e  s o l d  t o  p r o c e s s o r s .  The l i v e  h o l d i n g  o f  m ale  c r a b s  
r e q u i r e s  a f r e s h  s u p p l y  o f  s e a  w a t e r  t o  be s u p p l i e d  t o  t h e  c r a b s  
u n t i l  t h e  f i s h i n g  v e s s e l  r e a c h e s  p o r t ,  due  t o  t h e  f a c t  t h a t  w i n t e r  
s t o r m s  c a n  move o i l  i n t o  t h e  f i s h i n g  a r e a s ,  m o n i t o r i n g  t h e  a r e a  cn 
a t i m e l y  b a s i s  i s  i m p r a c t i c a l .  Due t o  o i l ,  which  p e r s i s t s  i n  t h e  
a r e a  o f  known f i s h i n g  f o r  brown k i n g  c r a b ,  t h e r e  i s  an  a p p r e c i a b l e  
l i k e l i h o o d  t h a t  t h e  a d u l t e r a t i o n  o f  c r a b  o r  f o u l i n g  o f  g e a r  and 
v e s s e l s  w i l l  o c c u r .  The r e d  and b l u e  k i n g  c r a b  f i s h e r i e s  w i l l  n o t  
o c c u r  due t o  low ab u n d an c e .

G r o u n d f l s h . T h i s  f i s h e r y  was c l o s e d  a t  noon on A p r i l  30,  1989. I t  
r e o p e n e d  w i t h  t h e  June  12 h a l i b u t  o p e n e r .  I n c i d e n t a l  c a t c h e s  
i n d i c a t e d  no c o n t a m i n a t i o n ,  and t h i s  f i s h e r y  r e m a in s  open ( e x c e p t  
f o r  b o t to m  t r a w l  g e a r )  a t  t h i s  t i m e .

M i s c e l l a n e o u s  s h e l l f i s h , on A p r i l  24,  1989, i t  was announced  t h a t  
no m i s c e l l a n e o u s  s h e l l f i s h  p e r m i t s  would  be  i s s u e d  t o  h a r v e s t  t h e s e  
s p e c i e s  i n  P r i n c e  W i l l i a m  Sound u n t i l  t h e  d a n g e r  o f  o i l  
c o n t a m i n a t i o n  had p a s s e d .  To d a t e  no r e q u e s t s  have  b een  r e c e i v e d  
f o r  p e r m i t s  t o  h a r v e s t  m i s c e l l a n e o u s  s h e l l f i s h  i n  t h e  Sound,  and 
none a r e  e x p e c t e d  t o  be i s s u e d  p r i o r  t o  m i d - A p r i l  1990.

Salmon

Eshamy D i s t r i c t  co m m erc ia l  d r i f t  and s e t  n e t  sa lm on  f i s h e r y  
(1 0 0 ,0 0 0  chum s u r p l u s  t o  h a t c h e r y  n e e d s ,  p l u s  h a r v e s t s  o f  o t h e r  
s p e c i e s )  d i d  n o t  open f o r  t h e  1989 s e a s o n ,  a s  was annougped  May 19, 
1989. T h i s  D i s t r i c t  d i d  n o t  open f o r  t h e  1989 s e a s o n .

Most w a t e r s  o f  t h e  N o r t h e r n  D i s t r i c t  s u r r o u n d i n g  Naked and P e r r y  
I s l a n d s  r e m a in e d  c l o s e d  due t o  b e a c h  o i l i n g .

Most w a t e r s  o f  t h e  Culros*s I s l a n d  S u b d i s t r i c t  (224-30  & 40)
r e m a in e d  c l o s e d  t o  sa lm on f i s h i n g  d u r i n g  t h e  1989 s e a s o n  b e c a u s e  o f  
e x p o s u r e  t o  f r e q u e n t  o i l  sh e e n .



The S o u t h w e s t e r n  D i s t r i c t  d i d  n o t  open f o r  t h e  1989 s e a s o n  due  t o
o i l .

The Montague D i s t r i c t  (227) r e m a in e d  c l o s e d  f o r  t h e  1989 s e a s o n .  
T h is  a r e a 1 i n c l u d e s  t h e  i n s i d e  s h o r e l i n e  o f  t h e  Montague D i s t r i c t ,  
227-10  and 2 2 7 -2 0 .

A l l  o f  t h e  c o m m erc ia l  sa lmon f i s h e r i e s  i n  t h e  P r i n c e  W i l l i a m  Sound 
Management Area c l o s e d  a t  noon ,  S ep tem ber  30,  1989.

In  1990, i t  was announced  t h a t  two s m a l l  b e a c h e s  i n  t h e  Eshamy 
D i s t r i c t  would  r e m a in  c l o s e d  b e c a u s e  o f  t h e  p r e s e n c e  o f  o i l .  A f t e r  
r e - e v a l u a t i o n  on J u l y  5, t h e  two a r e a s  were d e t e r m i n e d  n o t  t o  p o se  
an a p p r e c i a b l e  l i k e l i h o o d  o f  f o u l i n g  co m m erc ia l  f i s h i n g  g e a r  o r  
a d u l t e r a t i n g  p r o d u c t .  They were t h e r e f o r e  r e - o p e n e d  J u l y  9 ,  and 
r em a in e d  open d u r i n g  r e g u l a r  f i s h i n g  p e r i o d s  i n  t h e  C r a f t o n  I s l a n d  
S u b d i s t r i c t .  T h ese  a r e a s  w ere :

1) Eshamy Bay: a p p r o x i m a t e l y  700 y a r d s  a t  t h e  s o u t h e r n
e n t r a n c e  i n t o  t h e  bay  b e tw een  s h o r e  m a r k e r s  l o c a t e d  a t  
a p p r o x i m a t e l y  6 0 ° 2 7 .8 5 '  N. l a t . , 1 4 7 ° 5 7 . 8 0 '  W. l o n g ,  and 
6 0 ° 2 7 . 9 0 '  N. l a t ,  1 4 7 °5 7 .4 0  W. l o n g ,  and e x t e n d i n g  300 
y a r d s  s e a w a r d .

2) Fou l  Bay: t h e  s h o r e l i n e  s u r r o u n d i n g  t h e  r o c k  i s l a n d  
i n  t h e  m id d le  p o r t i o n  o f  t h e  Bay l o c a t e d  a t  a p p r o x i m a t e l y  
6 0 ° 3 4 . 9 5 ’ N, l a t . ,  1 4 8 ° 0 3 .6 0 '  W. lo n g ,  and e x t e n d i n g  300 
y a r d s  s e a w a r d .

On J u l y  2: i t  was announced  t h a t  s e v e r a l  a r e a s  would  be c l o s e d  t o  
c o m m erc ia l  f i s h i n g  b e c a u s e  o f  t h e  a p p r e c i a b l e  l i k e l i h o o d  o f  f o u l i n g  
f i s h i n g  g e a r  o r  a d u l t e r a t i n g  p r o d u c t .  Those a r e a s  c l o s e d  a f f e c t i v e  
a t  8 :00  a .m .  Monday, J u l y  30 u n t i l  f u r t h e r  n o t i c e  w e re :

1) L a to u c h e  i s l a n d :  a p p r o x i m a t e l y  3 .5  m i l e s  o f  t h e  
n o r t h e r n  s h o r e l i n e  b e tw een  m a r k e r s  l o c a t e d  a t  a p p r o x .
6 0 ° 0 3 . 8 3 1 N. L a t . ,  1 4 7 ° 5 3 .0 8 '  W. l o n g ,  on t h e  w e s t  s h o r e  
and 6 0 ° 0 3 . 0 5 '  N. l a t . ,  1 4 7 ° 4 8 . 9 ^  W. l o n g ,  on t h e  e a s t  
s h o r e  and e x t e n d i n g  300 y a r d s  se a w a rd ;

2) E l e a n o r ,  I n g o t ,  and  K n ig h t  I s l a n d ;  a l l  w a t e r s  
e x t e n d i n g  300 y a r d s  s e a w a rd  o f  t h e  E l e a n o r  I n g o t  and 
K n i g h t  I s l a n d  c o a s t l i n e s  n o r t h  o f  6 0 ° 2 5 . 0 ’ N. l a t .

U p p e r  C o o k  I n l e t

Salmon

W ith t h e  e x c e p t i o n  o f  a v e r y  m inor  o p e n in g  o f  a s m a l l  p o r t i o n  o f  
t h e  C e n t r a l  D i s t r i c t ,  t h e  com m erc ia l  d r i f t  g i l l n e t  s e a s o n  was 
c a n c e l e d  b e c a u s e  o f  o i l .  I n  a d d i t i o n ,  t h e  D e p a r tm e n t  c l o s e d



s e t n e t a  i n  t h a t  p o r t i o n  o f  t h e  Upper S u b d i s t r i c t  s o u t h  o f  t h e  
K a s i l o f  R i v e r  f o r  t h e  12 -h o u r  r e g u l a r  f i s h i n g  p e r i o d  on F r i d a y  J u l y  
7, 1989, b e c a u s e  o f  p r e s e n c e  o f  o i l  on t h e  b e a c h e s .  A l l  o t h e r  
s e t n e t  f i s h e r i e s  and f i s h i n g  p e r i o d s  were  managed a c c o r d i n g  t o  r u n  
s t r e n g t h .

The c o m m erc ia l  sa lm on  f i s h e r i e s  In  Upper Cook I n l e t  c l o s e d  i n  e a r l y  
S ep tem b er  1989.

L o w e r  C o o k  I n l e t

P o t  sh r im p  ( O u t e r  D i s t r i c t ) .  T h is  f i s h e r y  was c l o s e d  a t  nocn  A p r i l  
30 b e c a u s e  o f  t h e  p r e s e n c e  o f  o i l .  I t  r e o p e n e d  a t  noon on J u l y  7, 
1989.

M i s c e l l a n e o u s  s h e l l f i s h . On A p r i l  24,  1989, i t  was ann ounced  t h a t  
no m i s c e l l a n e o u s  s h e l l f i s h  p e r m i t s  would be I s s u e d  t o  h a r v e s t  t h e s e  
s p e c i e s  i n  t h e  O u te r  and E a s t e r n  D i s t r i c t s  u n t i l  t h e  d a n g e r  o f  o i l  
c o n t a m i n a t i o n  had p a s s e d .  To d a t e  no r e q u e s t s  have  b een  r e c e i v e d  
f o r  p e r m i t s  t o  h a r v e s t  m i s c e l l a n e o u s  s h e l l f i s h  from t h e s e  two 
d i s t r i c t s .  A l l  s h e l l f i s h  f i s h e r i e s  i n  t h e  r e m a i n i n g  d i s t r i c t s  o f  
Cook I n l e t  a r e  managed a c c o r d i n g  t o  ab u n d an c e ,  e f f o r t ,  and  e x i s t i n g  
r e g u l a t i o n s .

G r o u n d f i s h  ( O u te r  and  E a s t e r n  D i s t r i c t s ) .  T h is  f i s h e r y  was c l o s e d  
a t  noon on A p r i l  30 ,  1989 b e c a u s e  o f  o i l .  I t  r e o p e n e d  t o  a l l  
s p e c i e s  e x c e p t  s a b l e f i s h ,  Ju ne  12 i n  c o n j u n c t i o n  w i t h  t h e  2 4 - h o u r  
h a l i b u t  p e r i o d .  S a b l e f i s h  was n o t  r e o p e n e d  i n  1989 b e c a u s e  t h e  
G u l f  o f  A la s k a  s a b l e f i s h  q u o ta  had been  f i l l e d .

S m e l t  Sm e l t  was c l o s e d  a lo n g  w i t h  g r o u n d f i s h  i n  t h e  O u t e r  and 
E a s t e r n  D i s t r i c t s  a t  noon on A p r i l  30 ,  1989. When g r o u n d f i s h  
r e o p e n e d ,  s m e l t  f i s h i n g  r em a in e d  c l o s e d .

H e r r i n g  Sac Roe ( O u t e r  and E a s t e r n  D i s t r i c t s ) .  These  f i s h e r i e s  d i d  
n o t  open f o r  t h e  1989 s e a s o n  b e c a u s e  o f  t h e  p r e s e n c e  o f  o i l .  T h i s  
was ann o un ced  A p r i l  15, 1989, p r i o r  t o  t h e  a n t i c i p a t e d  o p e n in g  d a t e  
o f  A p r i l  20.

Sa lm on . Kamishak D i s t r i c t  com m erc ia l  sa lm on f i s h e r y .  T h i s  s e i n e  
f i s h e r y  opened  by r e g u l a t i o n  June  1, 1989 and  was c l o s e d  by
em ergency  o r d e r  on J u n e  9 b e c a u s e  o f  o i l .  P o r t i o n s  o f  t h e  Kamishak 
D i s t r i c t  n o r t h  o f  C o n t a c t  P o i n t  were  opened  a f t e r  J u l y  20 b a s e d  on 
r u n  s t r e n g t h .  The T u tka  Bay S u b d i s t r i c t  n o r t h  o f  t h e  HEA 
p o w e r l i n e s  was c l o s e d  t o  s e i n i n g  a t  6 a . m . ,  J u l y  10. I t  was 
r e o p e n e d  a t  noon t h e  same day a f t e r  f u r t h e r  a s s e s s m e n t  showed t h e  
c o m m erc ia l  f i s h e r y  would n o t  be im p a c t e d .  The c o m m erc ia l  sa lm on 
s e a s o n  i n  Lower Cook I n l e t  c l o s e d  Augus t  26 ,  1989.

K o d i a k

H e r r i n g  Lac  Roe . A p p r o x im a te ly  34 o f  56 management u n i t s  c l o s e d



d u r i n g  t h e  d u r a t i o n  o f  t h e  f i s h i n g  s e a s o n ,  b e c a u s e  o f  o i l  i m p a c t s ,  
The 1989 K ad iak  s a c  r o ^  GHL was a p p r o x i m a t e l y  2 ,4 1 5  s h o r t  t o n s ,

Sa lm on . The com m erc ia l  s e a s o n  was s c h e d u l e d  t o  g e t  underw ay June  
9, 1989. The f i s h e r i e s  were p o s tp o n e d  u n t i l  Ju ne  19, when o n l y  t h e  
s e t n e t  f i s h e r y  i n  t h e  A l i t a k  D i s t r i c t  o pened ;  t h e r e  were 
a p p r o x i m a t e l y  114 d ay s  f i s h e d  i n  t h i s  s e t n e t  f i s h e r y  by 87 
f i s h e r m e n .  The o n l y  o t h e r  com m erc ia l  o p e n in g  t o  o c c u r  d u r i n g  t h e  
1989 sa lm on s e a s o n  was a two day  s e i n e  o p e n in g  i n  K a r lu k  Lagoon,  on 
t h e  w e s t s i d e  o f  Kodiak I s l a n d ,  i n  m id -S e p te m b e r .  About f i v e  
s e i n e r s  t o o k  p a r t  i n  t h a t  f i s h e r y ,  n e t t i n g  few er  t h a n  5 ,0 0 0  sa lm on .  
The e n t i r e  Kodiak Management Area  c l o s e d  t o  com m erc ia l  sa lmon 
f i s h i n g  a t  t h e  c o n c l u s i o n  o f  t h e  Lagoon f i s h e r y .

C h i g n i k

Salmon The C h ig n ik  f i s h e r y  opened on Monday Jun e  12, 1989 a t  11:00 
a .m .  However, p o r t i o n s  o f  t h e  E a s t e r n  D i s t r i c t  were  c l o s e d  due t o  
t h e  p r e s e n c e  o r  c l o s e  p r o x i m i t y  o f  o i l  i n  t h e  K i lo k a k  Rocks a r e a ,  
and i n  Imuya and Wide Bays, The D e p a r tm en t  announced  a 2 4 -h o u r  
f i s h i n g  p e r i o d  b e g i n n i n g  a t  9 :00  a .m. J u n e  26 f o r  a p o r t i o n  o f  t h e  
C h i g n ik  Bay D i s t r i c t .  The a r e a  was l i m i t e d  t o  a s m a l l  p o r t i o n  o f  
t h i s  d i s t r i c t  due t o  t h e  p r e s e n c e  o f  o i l  i n  s u r r o u n d i n g  a r e a s .  The 
docum ented  p r e s e n c e  o f  mousse and sh e e n  i n  C h ig n ik  Bay n e a r  Anguvik 
I s l a n d ,  c o u p le d  w i t h  a minimal  m o n i t o r i n g  e f f o r t ,  j u s t i f i e d  t h e  
c l o s u r e  o f  t h e  com m erc ia l  sa lmon f i s h e r y  e f f e c t i v e  10 :00  p . m . ,  
Mom ay, J u n e  26 f o r  t h e  r e m a in d e r  o f  t h e  announced  p e r i o d ,  Because  
o f  t h e  p r e s e n c e  o f  o i l  c o n ta m i n a n t s  w i t h i n  C h ig n ik  Lagoon i n  
s u f f i c i e n t  q u a n t i t i e s  t o  pose  a r i s k  o f  c o n t a m i n a t i n g  g e a r  a n d / o r  
p r o d u c t ,  t h e  com m erc ia l  sa lmon f i s h i n g  p e r i o d s  s c h e d u l e d  f o r  
T h u r s d a y ,  J u l y  27 and Sunday, Augus t  5 were  c a n c e l e d .  Commercial  
f i s h i n g  o p p o r t u n i t i e s  rem a in ed  r e s t r i c t e d  t o  C h ig n ik  Lagoon o f  t h e  
C h i g n ik  Bay D i s t r i c t .  F i s h e r i e s  were  h e l d  when so c k ey e  e sc a p e m e n ts  
i n t o  t h e  s y s t e m  j u s t i f i e d  them.

SUBSISTENCE/PERSONAL USE

P rin ce  William Sound

Much o f  tjig> S o u t h w e s t e r n  D i s t r i c t  and  t h e  w e s t e r n  s h o r e l i n e  o f  
G reen  I s l a n d  was c l o s e d  t o  s u b s i s t e n c e  f i s h i n g  Ju n e  6,  1989. The 
o n l y  a r e a s  r e m a i n i n g  open t o  s u b s i s t e n c e  f i s h i n g  f o r  t h o s e  
r e s i d e n t s  d o m i c i l e d  i n  t h e  S o u th w e s t  D i s t r i c t  a r e  Eshamy Lagoon, 
J a c k p o t  B a y ,^ a n d  i n s i d e  Sawmill  and Crab  Bays.

C o o k  I n l e t ,  K o d i a k ,  a n d  C h i g n i k



T h ere  have  b e en  no c l o s u r e s  t o  s u b s i s t e n c e  f i s h e r i e s  b e c a u s e  o f
o i l .  S u b s i s t e n c e  f i s h e r m e n  have  b een  c a u t i o n e d  t o  s e l e c t  f i s h i n g  
a r e a s  t h a t  show no s i g n s  o f  o i l  i m p a c t .



FISCAL NOTE

Revi s ion Date : ______________________________
T i t l e :  Approp r i a t i on  f o r  the F i she r i es

Tax Refund Program________________

STATE OF ALASKA
1991 LEGISLATIVE SESSION

Sponsor :  Senator  Zh a r o f f
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CONTRACTUAL
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EQUIPMENT
LANDS & STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS
TOTAL OPERATING 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

1 CAPITAL 0 . 0 o . o 0 . 0 0 . 0 0 . 0 o . o

1 REVENUE ( 4 5 0 0 . 0 ) 0 . 0 o . o 0 . 0 0 . 0 0 . 0
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GENERAL FUND ( 4 5 0 0 . 0 ) 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0
FEDERAL FUNDS 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0
OTHER 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0
TOTAL < 4 5 0 0 . 0 ) _ 0 . 0 0 . 0 . . .0,0 0 . 0  _ 0 . 0

a
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SEE ATTACHED
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______
Dat e :
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Impacted Agency ( i e s ) .
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S e n a t o r  F r e d  F .  Z h a r o f f

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  4 0 5 ,  K O D I A K ,  A L A S K A  9 9 6 1 5  ( 0 0 7 )  4 8 8 - 5 2 5 0

D U R I N G  S E S S I O N :

R  O ,  B O X  V .  J U N E A U ,  A L A S K A  9 0 8 1 1  - ( 0 0 7 )  4 0 5  3 4 7 3  «  4 6 5 - 3 4 7 4

OISTRICr N
ALASKA PENINSULA • ALEUTIAN CHAIN • F3I1ISTOL DAY • KODIAK ISLAND . LAKE CL AF1K/LAKE ILIAMNA • F'MKIII O B ISLANDS • 8HUMAQIN ISLANDS

The purpose of this memo is to request scheduling of SB 240, "An Act 
making an appropriation to the Department of Revenue for the fisheries 
tax refund program based on the harvest of fish; and providing for an
effective date."

The purpose of this bill is to reimburse communities for lost fish tax 
revenue as a result of the Exxon Valdez oil spill. The bill as currently 
structured would appropriate $4.5 million to the Department of Revenue 
to allocate to municipalities that suffered loss of fish tax revenue due to 
the spill. In addition, the bill would require the municipalities to
reimburse the state should the municipality recover fish tax revenue as a 
result of litigation with Exxon.

A similar version of this bill was before the Senate last session (SB 461), 
and was in Senate Finance when the legislature adjourned.

There will be mayors of some of the communities this bill would impact in
Juneau next week. Therefore, I respectfully request scheduling of this bill
for Tuesday, April 23 in order for those mayors to testify.

A fiscal note and posit ion paper have been requested from the
Department o f  Revenue by my staff  and should be forthcoming.
Additional back-up information will be provided to your office in the next
few days.

MEMORANDUM
TO: Senator Steve Frank rMuitrmnn 

Community & Regf

FROM: Senator Fred F. Zharo,

DATE: April 16, 1991

SUBJ: Hearing Request for SB 240

Thank you for your consideration of this request



DEPARTMENT OF REVENUE 
BILL NO: SB 240
TITLE: Appropriation for the FisheriesTax Refund Proarain
APPROVED: >  y i ' S ' y  vDATE: April 24, 1991

POSITION PAPER

The Department of Revenue has reviewed HB 276 and the Senate companion SB 
240 and with minor amendment supports the legis lation.

As a result of the Exxon Valdez o i l sp i l l  of March 25, 1989 many Prince 
H1111am Sound and Gulf o f Alaska communities suffered a substantial loss of fish tax revenues. These b i l l s  Intend to use the state's general fund to 
assist those communities who can demonstrate actual financial losses as a direct result o f  the s p i l l .  We estimate those losses to total approximately
3.5 million dol la rs. The department will carefully review claims from 
individual communities Including detailed back-up to substantiate the claims 
and to determine the amount to be paid from this b i l l .  The municipalities 
wil l continue to pursue their claims with Exxon, and before receiving proceeds 
from this legis lation will agree to reimburse the State up to the amount paid from this b i l l  I f  they prevail In court or through settlement. The State will cooperate with the municipalities In pursuit o f  their claims to Exxon.

There appears to be no question that the communities lost these revenues 
as a result o f the s p i l l .  Last year i t  appeared that a settlement with the 
municipalities would be paid by Exxon; the largest questions were entitlements 
which have now been documented. I t  1s our understanding that Exxon has been seeking a broader settlement with the municipalities, and refuses to pay the 
fish tax claims separately. For many communities the fish tax revenue is a major part o f  their operating revenues (20-50%). The municipalities have a l l  the data necessary, Including estimated potential catch and actual prices 
necessary to prepare and submit detailed claims for reimbursement o f lost

Since the State o f Alaska collects the f ish tax and pays 50% to the 
municipalities, there is some question as to the strength of the 
municipalities legal position to col lect the raw fish tax loss from Exxon since the municipalities are beneficiaries but not legal collectors of raw fish tax. In addition, the spi l l  settlement by the State places the 
municipalities at a further disadvantage in pursuit o f their claims. For 
these reasons, we support payment of these claims by the State^5f'Alaska to 
make the municipalities whole from the u i1 Sp i l l .  The municipalities have 
suffered large loss and should not be expected to absorb the loss o f the raw fish tax revenue as well. Because of receiving these funds the municipalities wil l be better able to afford the pursuit of their claims against Exxon for 
fish tax and other major impacts. The amendment we suggest at this time is a 
reduction of the amount in section #2 from $4.5 million to $3.5 million.

This Position Paper supplements the fisca l note analysis prepared on April 
19, 1991. The comments in that document re late , properly, to the mechnical 
functions in DOR relative to this legis lation. This Position Paper addresses 
the philosophical position o f whether i t  is right or wrong for the State to make this appropriation.

revenues.



April 19, 1991

SB 240 
FISCAL NOTE ANALYSIS DEPARTMENT OF REVENUE

S3 240 appropriates $4,500,000 to the Department of Revenue to be 
allocated and paid to municipalities that suffered, as a result of the Exxon 
Valdez o i l  s p i l l ,  reductions In the amount of f isca l  year 1990 revenue sharlnq 
under the Fisheries Business Tax provisions (speci f ica l ly  AS 43.75.130) from what the municipalities would otherwise have received absent the sp i l l .  The 
b i l l  would require the municipalities to enter Into agreements with the 
Department to reimburse the state up to the amount o f the allocation fo r any subsequent recovery from another person fo r  lost f ish tax revenues.

The major concern the Department has with this legis lation is that i t  does 
not provide any mechanism to determine which municipalities suffered 
reductions in revenue sharing as a result of the sp i l l  nor to determine the 
extent o f the reductions. Presumably, we might expect that such a factual 
determination would be both disputed and controversial. Nevertheless, the Department simply is not In a position to make that kind o f determination.

Therefore, 1f this legislation is enacted the Department will use 
information from other sources to identify the o i l - s p i l l  impacted 
municipalities and will then implement an arbitrary but objective mechanism to 
make the al location of the $4,500,000 to those municipalities. Specif ically, that wil l be a two step process. The f i r s t  step will  compare FY 90 revenue 
sharing to FY 89 revenue sharing. Refunds will be allocated to each 
identified municipality that has suffered a reduction in FY 90 from FY 89.The second step will involve allocating the remainder o f the appropriation to 
those Identified municipalities that suffered reductions after total refunds 
and actual FY 90 revenue sharing are subtracted from "projected" FY 90 revenue sharing le v^ s .

The "projected" revenue sharing levels have been taken from an Interim 
report prepared by a private consulting firm on behalf of a subcommittee of 
the Alaska Conference of Mayors. Oil sp i l l  Impacted communities have also been identified from this report and a March 13, 1990 discussion paper 
regarding Raw Fish Tax Revenue Sharing addressed to Senator Szymanski from Bob LeResche, the Oil Spil l  Coordinator. The Department does not necessarily 
endorse and expresses no opinion on the va l id ity of the data, conclusions or 
assumptions upon which this aspect o f the f isca l note has been prepared.

The allocation of the $4,500,000 will be made to the municipalities as shown on the next page.
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Muni cl nail tv 1st Allocation 2nd Allo.c.aijon Total Alloc.
Kodiak Island $ 962,090 14,629 $ 976,719
Cordova 445,609 569,875 1,015,484
Kodiak 368,755 5,029 373,784
Seldovla 35,526 274 35,800
Seward 62,967 115,840 178,807
Valdez 0 106,240 106,240
Whittier 51,897 25,600 77,497
Larsen Bay 0 76,800 76,800
Kenai Peninsula 895,362 0 895,362
Chignik 334,097 0 334,097
Homer 143,623 0 143,623
Kenai 284,474 0 284,474
Port Lyons 296 0 296
Soldotna 1.017 0. 1.017

$3,585,713 914,287 $4,500,000
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LEAGUE? 217 Second Street. Suite 200 ■ Juneau. Alaska 99801 ■ Tel (907)586-1325, Fax (907)463-5480

April 18, 1991

! n  S u p p o r t  o f  S B  2 4 0  -  M a k i n g  a n  a p p r o p r i a t i o n  t o  
t h e  D e p a r t m e n t  o f  R e v e n u e  f o r  t h e  f i s h e r i e s  t a x  
r e f u n d  p r o g r a m

The Alaska Municipal League supports SB 240, which will allow for the allocation of 
funds to municipalities that lost revenue from the fisheries business tax as a result 
of the Exxon Valdez oil spill. The League urges rapid consideration and passage 
of this legislation.

Fisheries business tax revenue is critical to the financial stability of many Alaskan 
communities. Providing these funds now, with the stipulation that municipalities 
must agree to reimburse the state for up to the amount of the allocation if, and to 
the extent that, the municipality receives compensation for these lost revenues from 
another source, will enable affected municipalities to provide basic services to their 
citizens without further interruption as a result of the oil spill.

M e m b e r  of the National League of Cities a n a  the National Association of Counties
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No v e m e r  15 ,1990; Pa g e  97

Fiscal impacts were differentially distributed among the communities 
according to variations in preexisting revenues and expenditure patterns.

Revenue Impacts

The importance of this finding is that the unique circumstances o f each community’s pattern 
of revenues and expenditures must be understood to assess total impacts from this event. 
For example, within the four revenue sources cited above, there were several types o f losses 
communities experienced, according to the prominence o f these sources for specific 
communities, including:

• Sales Tax losses varied among the communities according to whether or not 
the community had a sales tax, the rate of taxation, damage to local industries 
that were affected by the spill, and other such factors. Sales tax losses were 
reported for the following reasons:
•  Loss due to fishery closures.
•  Retail business losses.
•  Boat rentals.
• Exxon’s failure to pay on rentals.

It is important to note that payments to individuals in communities, even in excess o f typical 
earnings, do not necessarily translate into equivalent levels of sales and use tax revenues 
prior to the spill.

•  Transient Occupancy Tax losses are attributable to the spill through shifts in 
types of persons residing in communities. In one instance spill workers 
became semipermanent residents in transient quarters, and local ordinances 
exempted these individuals from this tax, thus resulting in a net loss of 
revenue to the city.
Raw Fish Tax revenues are a significant source of intergovernmental revenues 
to 15 cities and three boroughs in the affected region. Fish tax is calculated 
on the basis of the value of fish processed, with the normal method of 
allocation being 50% to the state and 50% local (with 25% to the borough 
and 25% to the city within a borough in those instances). Data for FY 1990 
indicate that in each of these jurisdictions, with the exception of Valdez, there 
were decreases in fish taxes resulting from a combination of closed fisheries



/ Oiled Mayors’ Exxon Valdez Final Report( Impact assessment, Inc.
\  No v e m e r  15,1990; Pa g e  98

/ and decreased fish prices, which were affected by the oil spill. (It should be
/ noted that while raw fish tax revenues provide an important springboard for
V  the discussion of impacts and general recommendations, there has been no

fine-grained workup to date of raw fish tax levels for close analysis.)
•  Harbor Revenues impacts occurred in most coastal communities. The 

principal cause of depressed revenues was from boats giving up berths while 
working for Exxon. (It should also be noted that in some communities that 
saw heavy harbor utilization for the cleanup process, revenues did not 
increase significantly, as harbor facilities are typically used to capacity during 
the summer. But they experienced substantial increases in operations and 
maintenance costs through increased volume demands. Harbor use trends 
were highly variable from community to community.)

•  Rents and Leases were generally sources of income for communities, but the 
smaller Group B and Village communities received reimbursements from 
Exxon or VECO for services rendered, whereas larger communities generally 
did not experience these same problems. Similarly, these smaller communities 
often agreed "on a hand shake" to certain rates for reimbursements only to 
have the billings at these rates reduced. M  noted elsewhere, a common lactic 
employed by Exxon or VECO was the use of verbal contracts and agreements 
with community representatives for many kinds o f services. When, after a 
period of days, weeks, or months that industry contact person would be 
"reassigned," the basis for, conditions of, or express understandings achieved 
in that relationship would, effectively, be dissolved. This was particularly 
problematic in the smaller communities where such violations o f personal 
trust left a residue o f unreimbursed expenses and a lingering sense o f betrayal.

While these types of issues address fiscal impacts from the event, preparation for any future 
disaster needs to assess community-specific revenues and expenditures and plans^ieed to be 
developed that address how impacts can be mitigated or prevented.

Expenditure and Cost Impacts ('Unreimbursed)

Local governments were not reimbursed for many costs associated with the
Exxon Valdez oil spill and cleanup.

Interviews with department heads and key administrative staff in communities indicated that 
expenditure and revenue data from the fiscal templates completed by the communities do
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AN ESTIMATE OF THE 1989 CHIGNIK MANAGEMENT AREA 
SALMON CATCH AND ESCAPEMENT NUMBERS 
HAD THERE BEEN A NORMAL FISHERY 

WITHOUT THE EXXON VALDEZ OIL SPILL

By:
Bruce M. Barrett
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Alaska Department o f Fish and Game 
Division o f Commercial Fisheries 211 Mission Road 

Kodiak, Alaska 99615
August 1990

’The Regional Information Report Series was established in 1987 to provide an Information access system for a l l unpublished division reports. These reports 
frequently serve diverse ad hoc informational purposes or archive basic uninterpreted data. To accommodate timely reporting of recently collected 
information, reports in this series undergo only limited internal review and may contain preliminary data; this Information may be subsequently finalized and published in the formal l i terature . Consequently, these reports should not be 
cited without prior approval o f the author: or the Division o f Commercial 
Fisheries. • •



Table 1. Catch and escapement numbers of salmon by species returning to the 
Chignik Management Area and the estimated catch and escapement 
distribution of these fish i f  the Exxon Valdez sp i l l  had not occurred, 1989,

Species

Estimated Distribution I f  No So l l l  Had Occurred Actual
Escapement Catch4" Run Escapement Catch Run

Sockeye 653,4.19 1,453,147 2,106,566 949,689 1,155,877 2,106,566
Pink 700,000 762,510 1,462,510 1,434,798 27,712 1,462,510
Chum 71,934 66,091 138,025 136,405 1,620 138,025
Coho - 85,621 - - 66,641 -

Chinook - 4,550 - - 3,542 -

•The sockeye catch number Includes an estimated 4,880 Chignik River sockeye salmon which would have been caught in the Kodiak Cape Igvak fishery pre-July

"The catch numbers do not Include any Interception fish which may have been harvested in the course of normal Chignik Management Area fisheries.
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Table 4. The 1989 salmon- escapement, catch, and run numbers by species of
fish returning to the Kodiak Management Area spawning systems, and 
t ie estimated distribution of these fish without the fisheries
restrictions caused by the M/V Exxon Valdez sp i l l  in Prince WilliamSound.

Actual Distribution Estimated Distribution Without the Oil Spill

Species Eacapatnant Catch Run Escapamant Catch*b Run

Sockeye 3,170,482 1,289,538 4,460,018 1,931,000 2,529,018 4,460,018

Pink 21,084,539 183,236 21,287,775 4,670,506 16,597,269 21,287,775

Chum 1,530,148 19,972 1,550,120 784,440 765,680 1,550,120

Coho 317,448 2,599 320,047 178,614 141,433 320,047

Chinook 20,077 108 26,183 21,333 4.850 26,183

‘ The sockeye catch number does not include an additional 4,880 Chignik River 
sockeye salmon which would have been caught in the Cape Ivak fishery pre-July 26 or any other interception fish which may have been harvested 1n the course of conducting normal Kodiak Management Area f isheries .

bThe pink salmon catch number does not include the Kitol Bay catch of approximately 6,437,666 hatchery f ish .
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CS FOR SENATE BILL NO. 240 (CRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

BY TH E  SENATE COMMUNITY AND REGIONAL AFFAIRS COM M ITTEE

Offered
Referred:
Funding Inform ation: General Fund $3,500,000

O ther Funds -0-
$3,500,000

Sponsor(s): SENATOR ZHAROFF
A BILL 

FOR AN ACT ENTITLED

1 " An Act m aking an appropriation to t Departm ent of Revenue for the fisheries tax

2 refund program  for payments based on the harvest of fish; and providing for an effective

3 date."

4 BE IT  ENACTED BY THE LEGISLATURE OF TH E STATE O F ALASKA;

5 * Section 1. PURPOSE. To hold harmless municipalities whose tax receipts were affected by

6 reduction o f payments of the fisheries business tax, it is the purpose of this Act to provide additional

7 refunds payable to municipalities so that the municipalities are compensated for the decrease in the

8 proceeds of the fisheries business tax during fiscal year 1990 caused by the Exxon Valdez oil discharge

9 disaster.

10 * Sec, 2. The sum of $3,500,000 is appropriated from the general fund to the Department of Revenue

11 to be allocated and paid to municipalities that suffered the loss of fish tax revenue (AS 43.75.130)

12 because of the Exxon Valdez oil spill and have entered into an agreement with the Department of

13 Revenue to reimburse the state for up to the amount of the allocation if, and to the extent that, the

14 municipality receives a recovery from another person or entity as compensation for lost fish tax revenues

-1-
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1 for fiscal year 1990.

2 * Sec. 3. The unexpended and unobligated balance of the appropriation made by this Act lapses into

3 the general fund December 31, 1991.

4 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

Wo r k  d r a f t  w o r k  d r a f t  w o r k  d r a f t
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