


FISCAL NOTE

STATE OF ALASKA BILL NO. HB 123
1997 LEGISLATIVE SESSION

Revision Date: February 20. 1997 Department Affected: Commerce and Economic Development
Title:  An Act Relating to the Repeal of the Tax Obligation
Loan Program BRU:

Component: _
Sponsor: Representative Ivan
Requestor: House Special Committee on Fisheries COMPONENT SERIAL NO. 0384

Expenditures/Revenues:
OPERATING FY 97 FY 98 FY 99 FYO0O FY 01 FY 02
EXPENDITURES

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
LAND & 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 EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts 0 0 0 0 0 Q
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current year (FY 97) cost: SO

POSITIONS

FULL-TIME 0 0 0 0 0 ) 0
PART-TIME 0 0 0 0 0 3
TEMPORARY 0 0 0 0 0 3

ANALYSIS (Attach a separate page if necessary )
This legislation will remove the sunset provision for tax obligation loans made under the Commercial Fishing Revo...rg

Loan Fund The Department will continue to handle loan requests generated as a result of this legislation with e« stmg
staff

Prepared by: Martin J Richard. Director Phone:(907)465-2510
Division: Investments / Datefebruary20.1997
Approved by Commissioner: William L. Hensley

Agency: Commerce and Economic Develoome/1l Date: ~ -1-0 ~*7/

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 2/97 Fage —
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Session Interim
Alaska Slate Capitol P.O. Box 137
Juneau, Alaska 99801-1182 Akiak, Alaska 99552
Phone: (907) 465-4942 Phone: (907) 765-7526
1-800-323-4942
Fax: (907) 465-4589 _
www.akrepublicans.org/lvan.htrn Representative Ivan M. lvan
MEMORANDUM
TO: Representative Bill Hudson, Co-Chair

Representative Scott Ogan, Co-Chair
House Resources Committee

FROM: Representative Ivan M. lvan
DATE: February 25,1997
RE: Scheduling of House Bill 123

Please consider this request to hear House Bill 123: Repealing the termination date
of the Tax Obligation Loan Program, before the House Resources Committee at your

convenience.

This bill repeals the termination date of the federal tax obligation loan program that
is under the Commercial Fishing Loan Act. This program is due to end on May 26,
1997. Titus far, 207 loans have been made to fishermen who, otherwise, would have
lost or possibly could have lost their limited entry permits through actions taken by
the Internal Revenue Service to seize permits for payment of delinquent taxes.

Thank you for consideration of my request. Please do not hesitate to contact my
office if I can provide further information or answer any questions.

IM I/tw
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Session [niertin
Alaska Stale Capital ~PO. Bo.V 137
Juneau. Alaska 99501-11S2 Akiak. Alaska 99552
Phone: (907) 465-4942 Phone: 1907) 765-7526

Representative Ivan M. lvan

SPONSOR STATEMENT - HOUSE BILL 123

This bill repeals the termination dale of the federal tax obligation loan program that
is under the Commercial Fishing Loan Act. This program is due to sunset on May
26, 1997. Thus far, 207 loans have been made to fishermen who, otherwise, would
have lost or possibly could have lost their limited entry permits through actions
taken by the Internal Revenue Service to seize permits for payment for delinquent

taxes.
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AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE OGAN
TO: HB 123
Page I, line 5:
Delete all materia! and insat;
"* Section 1. Section 10, ch. 62. SLA 1994, is amended to rca<r> j
Sec. 10. Sections 2 and 9 of this Act take effot-l1eight [TJHREEI years after
the effective date of sec. 1 of this Act." \Y
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United 3 tatcs Senate

COMMITTEE ON
GOVERNMENTAL AFFAIRS

WASHINGTON. DC 20510-6250

January 10, 1996

The Honorable Ilvan lvan
Alaska State Representative
Alaska State Capital
Jur.eau, Alaska 99801-1182

Dear lvan:

Thank you for your letter expressing concern about the
Internal Revenue Service"s (IRSi December sale of a limited art
permit and requesting legislative or administrative action to
address IRS permit sales.

I was also very disappointed in the IRS decision to conauc
a sale of limited entry fishing permits. In March of 1996, as
Chairman of the Governmental Affairs Committee | held a hearing
which had addressed this specific issue as a matter of IRS tax
administration oversight. Hearing witnesses included Susan
Anderson of the Lower Yukon Economic Development Council and
Steven Street of the Alaska Business Development Center, both o:
whom were effective advocates for the proper treatment of fishe:

in bush communities. The IRS District Director later held
meetings in Anchorage on how to best address tax delinquencies
among Tfishers. However, a number of people have expressed

concern that the December sale signaled the end of the
cooperative spirit that developed this year.

While the December sale is discouraging, my staff continue
to work with the IRS and 7 vi"l keep you informed of developmer.
in this case. My staff is exploring ways to address the probl

in the 105th Congress. Please telephone me or Chris Schabacker
of my staff at (2C2> 224-5004 with any qiestior.s.

Thanks again for your letter.

V.1th best wishes,

CcrefN\aliy,

JtE ~ (s 7BYRDS



TONY KNOWLES. GOVERNOR

8600 GLACIER HWY #109
JUNEAU. AK 99801

|9C~. 7=9-6'SC L co”jing Cjils
(9C7i 739-5160 Ot~of Bwsmoss
907, '59-6170 FAX

1907- 759-6160 BBS

December 26. 1W6

The Honorable Ivan Ivan
Alaska State Representative
Room 503. State Capital
Juneau, .AK 99801-1182

Re: IRS Forced Sales at Alaska Limited Fishing Privileges

Dear Representative Ivan:

We appreciate receiving copies of your letters to the Alaska Congressional
Delegation protesting IRS’ pre-Christmas sale of an Alaska limited entry permit. Your
letters tire very timely and persuasive. Thank you.

We expect to have some additional information to share with you by next week.
We are very grateful for your interest in this issue. Again, thank you.

We wish you and your family a happy new year.
Cordially.
COMMERCIAL FISHERIES ENTRY COMMISSION

Dale Anderson. Commissioner
Mariene Johnson. Commissionei
Bruce Twomley. Chairman

The Honorable Ivan han
Alaska State Representative
P.O. Box 13"

Akiak. AK 99552

Mr. Tom Wright

c 0 Representative han han
Room 513 State Capitol
Juneau. AK 99801-1182



Alaska is>tate i"ouae of “epresrentatibed
Souse district 39

Sesson intenm
Alaska State Capital P.0 Box 137
oJuneau Alaska "°SC 1132 Akiak. .Alaska 9955
Phone: (907) 465-4942 Phone: |907) 765-75

Reoresentative Ivan M. lvan

December 17, 19%

Tu.e nor..u.e . irtevens
522 Harr Building
'\ ishm4ton, DC. 2.‘rid-"111

rer.atcr bteve.ns:

. WISU :0 express my concerns in regaras :0 me Internal Revenue Service forcmc
saie *: .Alaska dm:red enrrv fishing nermirs.

u .-ei nlica, :n Alaska s rurai ru nr:vueces
orten the only means of earning cash as weii as the fundamental wa&w o: .ire icr
mousands or Alaskans.

was shacked :0 learn mat on December 11, 19%. the IRS ncnducred a rre-Chris:
he of an Alaska limited entry permit held by a 54 vear-old Alaska Mu
sherman mom a smai! Alaskan coastal ;cmmun:iv  Although ihe perm::
\lucb a: 530.000. the IRS sold the oerrmt for onlv 55 005

Thus :0 me .s preposterous. The Alaska Store Legislature enacted a streviai s"cu
loan program to help sucn fishermen. Ala?ha s the _milv state to have made ;uch a
commitment. The IRS knows the State a Alaska ;s readv to heho such .rd:e.;o.....
ushers through our loan program. ’Vi:h the help of me Alaska Busutcs-
Development Center and others, the state has so far aided numerous Individual
fishers m meeting their tax obligations and generated more than 54 million m
revenue to the IRS. The IRS aiso knows many of our oeotrle do not have the
capacity to secure these loans ar.d to meet their tax obligations without inter-, - mmu
and help bv the state. Despite this knowledge, the IRS gave the state onho two davs
notice of us saie.

Aklachak * 'leu = -isr-autleak =Seihel = Chefcrriak = tlir'i 5 -tiUr-iSar: =£>< «Z'igjjt * Ska—k =0 i»Jr.H av =
KaslICluk «Klpr.un = Xoujanek = KcnipganaK * Kwelhluk «KngUlir.?2CK «Manckcux =‘-a::ax:ax «‘apascaK «S'rw Stuyahok «'-"urar. e
Qscarville = Platlr.um < Portage Crtek «'Juurhajjak «70;pak ="a/itumiiak «7»m HUIs



Christmas is a horrible time for the IRS to pick to destroy a fisherman. | thought all
human beings generally recognized me tact that adverse actions taken at Christmas
can cause tragic consequences. Additionally, the IRS' lack of advance notice
destroved any opportunity for the state :c intervene and counsel the individual

fisherman.

It is :nv understanding that Congress has directed the IRS to avoid inflicting
hards.up in i:s co.lection practices. Yet, this sale appears to be designed to inflict
maximum hardship on a fisherman. Also, the IRS has recently announced it is
argeting more fishing privileges held by rural Alaskans after the first of the year.

This is maddening, since :he IRS knows Alaska is ir. the last months of our
Successful :u\ loan program. The state and :he Alaska 3usir.es: Development
Center are systematically traveling throughout rural areas of the state = heir secure
:hc benefits or me program for Alaska fisnermen most :n need. The IRS
? r ‘tpttovs sale "with more to :ome; destroys these planned efforts and reuses
extreme hardship to the individual fishers. The IRS turmer knows it wiil be forcing
more Alaskans onto public assistance.

\j 0 Kk 2 «Qp or*6”™.-« 0..t.. .nde »\V
possible assistance you can provide would be deeply appreciated. If | can assist m
ar.v wav, please do not hesitate to contact me.

lvan M. lvan
Representative

IMI tw
Bruce Twomley, Chairman, Commercial Fisheries Entry Commission

Tom Hawkins, Executive Director, Bristol Bay Xative Corporation
Terr-.- Hoefferle, Executive Director, Bristol 3av Xative Association



STATE OF ALASKA
MEMORANDUM COMMERCIAL FISHERIES ENTRY COMMISSION

TO: The Honorable Ivan M. Ivan DATE: Februarv 17. 1997

FAX NO.: 789-6170

TELEPHONE NO.: 789-6160
FROM: COMMERCIAL FISHERIES

ENTRY COMMISSION SUBJECT: Information Concerning
Dale Anderson. Commissioner the Need for an Extension
f Marlene Johnson. Commissioner of the Tax Obligation
_Bi'iice Twomlev. Chairman Loan Program (HB 123)
Mail Stop: 0302

You requested information from the Commission concerning Alaskans who may be in
need of an extension of the Tax Obligation Loan Program as provided for in your HB 123,

The best current information we have comes from an IRS Summons served upon the
Commission in 19%. The Summons targeted Alaskans who hold entry permits and asked the
Commission to report their fishery earnings for the years 1993 and 1994. The IRS identified the
vast majority of individuals subject to the Summons as having failed to file returns for 1993 and
1994. Attached as Exhibit A is the number of permit holders by community we derived from the
Summons. There are 684 individuals in communities throughout Alaska who are listed on the
Summons. They reside all over Alaska including the urban areas. The vast majority have
relatively small incomes from commercial fishing. Exhibit A. Therefore, many of their tax debts
are likely manageable with some help, and many are likely well within the $30.0(10 limit of the
Tax Obligation Loan Program. Exhibit A.

These numbers do not show the full extent of tax compliance problems, because they are
derived from only two years. 1993 and 1994. There are likely additional individuals with tax
obligations arising from different years. On the other hand, the figures suggest some
improvement in tax compliance. The IRS previously served the Commission with a Summons
directed toward non-filing permit holders for the year 1992. and the Summons named more than

2.U00 Alaskans who held entry permits. Exhibit B.

IRS recognizes the importance of the Tax Obligation Loan Program and has urged
Governor Knowles to support an extension of the program. Exhibit C.

The Loan Program is part of a written agreement we have with the IRS under which IRS
has promised its best efforts to ensure the benefits of the program reach those Alaskans in need.
Pursuant to our agreement, we have urged the IRS to provide current data in a form that would
be meaningful to the Legislature and the Governor in evaluating the Loan Program. Exhibit D.

cC Tom Wright
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COMMERCIAL FIsrtERIES ENTRY COMMISSION

Report U

3ROJECT NUMBER 35153
PROJECT NAME IRS Se Bctive 3e-mit lifo"Tation

- Aiaska Res"ae*: =e"ni*. Haiders Subject "a IRS Barrens For 1333-9S

By Alaska Cers.t A-aa Ana City
(*ne Vast Maj"™ ty Are laentif-eo By ~'e IRS As No~-Filers)

st

-aiders

Census
Area

ALEUTIAN ISLANDS KING COVE
NELSON LASOCN

SAND POINT

ALEUTIAN ISLANDS

>
o

ANCHORAGE 30ROUG- ANCHORAGE

BETHEL AKIACHAK
AKIAK
ATMAU*.-A<
C*

CnEFCR\A<
EEK .
Wil Aw If}{
KA.SK.iG
kaslG.-<
KIRNUK
KONol GiN-K
KWETHLUK
KWIGIL.INGCK
mEKCRy.K
Na=a..;:<
>— - ‘v.-k
nertok
NI2H7V.*E
n. nap
oscarvil. e
CJIN-AGAK
1:<S; < ba*
* ’Km<
t.n'j*:.-<
""WVUNAK

po o e Buore® oo

BEThEL 127

BRISTOL SAY KING SA.mcn 2
naknek ]Q

EC.*- N-KNEs.

BRIS"OL 3AV

DILLINGHAM

C-1 5>
C.t«.; *C.N

= yuy
.EVE.SCK

an:«iC*a<

NEV S*MA-C<
NCNDA.'CN
FEDRG :Av
=1.0* fI;nt
*:g:ak

"«IN -1..5

DILL INGHAM 53

FAIRBANKS NORTH S"AR FAIRBANKS 9

Exhibit A
(1 of 4)
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PROJECT NUMBER
PROJECT NAME

- Alaska Res*dent Perm®:

OF ALAS
N

1 96159
IRS Selective 3er*itt

By Alaska Census Area And City

(The Vast Majori ty Are

Census

Area

HAINES

JUNEAU

JUNEAU

<5NAl PENINSULA

<ENAT PENINSULA
KETCHIKAN GATEWAY

KO3UK

<05U<

KODIAK

<ODIAK

MATANUSKA-SUSITNA

MATANUSKA-SUSITNA

NOME

“OWE

NORTH 5-07E

R OF WA_£S-OUTEA k"0

iaentifiec 3y

City

-AINS5

AUKE SAY
JUNEAU

ANCHOR PO:NT
hCMER
KASILOF
KENA!
NIKISrKA
NIK 8 C
NIM®.C-1K
30R* GRA-4W
SEIDOVIA
SEWARD
SOLO>. NA

= "ONEK

ke ":-1".4n

KD"””E.:

3" “h

NOCR.1Is
.S

JfiliS r-v
3.3 -A-52n
3j3I1\s I:

2% -_ .,

*Z* ¢

-*efr*
-V-iV

-T-.J
dvigm: R
Jw'v

vE* A<ATIA

K
T

Holders Suoiect To

A 15:43 3u-day, -as-
Rv Z Imm »S

Info--a:*cn

IRS S-Ticns

"he iRS As Non-F

s 2m"
-2 ,sers

14

17

W s e W W R W W W RN

— S
- ~

i
— kN ©

N
i

W o W

18

N o

Exhibit ft
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state Alaska 15 -= s.-oay, r«r-
COMMERC AL "1 5HE< ! :3ENTRY COMMISSION

PROJECT NUMBER = 96159
PROJECT NAME . IRS Se Bcfve Permit Information

Recor; *4 - Alaska Resident Permit reisers SubjectTo IRS Sermons ;or 1992-54

3v Alaska Census Area And City
(The Vast Majority Are ldentified 3y Th2 IRS As Non-Filers)

census * 3mt
Area City rolaers
PR OF WALES-OUTER KTKN POINT BAKER P%L
PORT PROTECTION
PR OF WALES-OUTER KTKN 24
S1"KA SITKA 17
SKAGWAY -YAKUTAT-ANGOON ANGOON 5
ELFIN COVE 2
G"JSTAVUS 1
hcenah 7
3T, 6
TENAKEE 1
YAKjTA* 15
SVAGWAY-YAKUTA* ~ANGOON
SS-"nEAST FAIRBANKS
VA.OE2-CCROOVA COROOVA
WHITTIER
Vi .0EZ-COROCVA
WAOE HAMPTON alakavjk
Evu0 TA<
_COFER BAY 10
o t.: k I)
vdle .
vCI*.7a;n v 20
p;.:* stat we 2
RUSSIAN MI |
SAIN* WARYS 7
SCAMVCN  SAY 1n
SrE.CON PCI 1
WAGE <AMPTON IS
WRANGELL-PETERSBURG KAKE
p-TER:BLRS
p-.R* A.EXAN3ER
W- 4i..
WR ANGE LL-PE " R SB-A3
=" KON-KOYLKUK pr* v<in
LA
GXANG
A
MANLEV -CT SPRINGS
NEN4NA
v .KON-KOYLKUK
534

Exhibit fl
(3 of 4)



2118197 statu <l alaska
COMMERCIAL FISHERIES ENTRY COMMISSION

PROJECT MUMMER: 96159

199.1-9'] IRS SELECTIVE PERMIT INFORMAT |Oil =
<
e
1993 COUNTS OK INCOME LEVELS FOR ALASKA RESIDENT PERMIT HOLDERS NAMED IN RS SUMMONS £2~-|C—>
Cumulativp N e
EARN Frequency Freque.u: ><
> 30 82 82 LIJV=I
00-05 18) 263
05-10 ) OH 371
10-16 63 424
15-20 29 46 1
20-26 13 466
25-30 13 419
UNKNOWN 164 64 3

1994 COUNTS OK INCOME LEVELS FOR ALASKA RESIDENT PERMIT HOLDERS NAMKI IRS  SUMMONS

cumulative

EARN Frequency Frequency
> 30 99 99
00-05 165 264
05-10 114 378
10-15 46 424
15-20 20 444
20-25 19 463
26-30 9 472
UNKNOWN 194 666

Note: The number of unique permit holders represented in this repo.t is 604.



STATE OF ALASKA
COMMERCIAL FISHERIES ENTRY
PROJECT NUMBER : 94139
PROJECT NAME IRS Selective Permit

Report #6 - IRS Data by Area & Cormunity

Geographic
Areas

ALEUTIANS EAST BOROUGH

ALEUTIANS EAST BOROUGH
ALEUTIANS WEST CENSUS AREA

ALEUTIANS WEST CENSUS AREA
ANCHORAGE BOROUGH

ANCHORAGE BOROUGH
BETHEL CENSUS AREA

BETHEL CENSUS AREA
BRISTOL BAY BOROUGH

BRISTOL BAY BOROUGH
DILLINGHAM CENSUS AREA

DILLINGHAM CENSUS AREA
FAIRBANKS NORTH STAR BOROUGH

City

AKUTAN

ALEXANDER CREEK

CHENEGA

COLD BAY
FALSE PASS
KING COVE
NELSON LAGOON
OSCARVILLE
SANO POINT

ANCHORAGE
ATKA

DUTCH HARBOR
MOSER 8AY

MINTLCHIK
SAINT GEORGE

SAINT PAUL [ISLANO

UNALASKA

ANCHORAGE
CH.UGIAK
EAGLE RIVER
GIRDWCOD
INDIAN

AKTACHAK
AKTAK

ANTAK
ATMAUTLUAK
BETHEL
CHEFORNAK
CHUATHB8ALUK
EEK

GCODNEWS 8AY
KASIGLUK
KIPNUK

KONG IGANAK
KWETHLUK
KWIGILLINGOK
LOWER _KALSKAG
MEKCRTUK
NAPAKTAK
NAPASKTAK
NEWTOK
NIGHTMUTE
NUNAP I TCHUK
PLATINUM
OUINHAGAK
STONY RIVER
TCKSOCK BAY
TULUKSAK
TUNTUTULTAK
TUNUNAK

SAKNEK
SOUTH NAKNEK

ALEKNAGIK
CwARKS POINT
Olu. INGHAM
KC. IGANEK
MANCKCTAK

NEW STUYAHOK
PORTAGE CREEK
TCGIAK

TWIN HILLS

ESTER
FATRBANKS

Information

15:27 Thursday, September 8. 1SS4 |

COMMISSION

t
Permit
Holders

= e
O B O N

[N

P

14

o

N

~
N—m&mm(ﬂmOHOOb-b-b\lu‘l

=

[N

oy

o

253

.Permit holders uiho failed to file in 1992

Exhibit B
(L of 6)



15:27 Thursday. Septenfcer 8. 1994 2

commercial fisheries entry commission

PROJECT NUHBER : 94139
PROJECT NAME : IRSSelectivePermit Iﬂl'r;lourm‘?gluogn.Pei mil }fwolders w ho fai.led to file in 1992

Report #6 - [IRSDataby Area &Conrounlty

i t
Geographic Permit
Areas City Holders
FAIRBANKS NORTH STAR BOROUGH NORTH POLE
FAIRBANKS NORTH STAR BOROUGH* 16
HAINES BOROUGH HAINES 10
JUNEAU BOROUGH AUKE BAY 3

DOUGLAS 3

JUNEAU 50
JUNEAU BOROUGH * *56
KENAl PENINSULA BOROUGH ANCHOR POINT 2

CLAM GULCH

FRITZ CREEK

HALIBUT COVE

HOHER

KASILOF 19

KENAI 2

NTKISHKA

N1KISK1

NTKOLAEVSK

PORT GRAHAM.

Sl i

STERLING
TYONEK 3
KENAI PENINSULA BOROUGH 295
KETCHIKAN GATEWAY BOROUGH KETCHIKAN 6
SAXHAN
WARD COVE
WHALE PASS
KETCHIKAN GATEWAY BOROUGH* 70
KODIAK ISLAND BOROUGH CHINIAK 1
KODIAK 11
LARSEN BAY i
OLD HARBOR 13
OUZINKIE 9
PORT LIONS 4
KODIAK ISLAND BOROUGH 143 *
LAKE ANO PENINSULA BOROUGH CHIGNIK 1
CHIGNIK LAGOON
EGEGIK 1§
ILIAMNA 7
KOKHANOK 4
LEVELOCK g
NEWHALEN
NONDALTON 7
PEDRO BAY 1
PILOT POINT 10
PORT HE IDEN
WOODLAND HILLS ?[
LAKE AND PENINSULA BOROUGH 66~
MATANUSKA-SUSITNA BOROUGH BIG LAKE
CHICKAT00N i
PALMER 1
talkeetna 3
WASILLA 2
MATANUSKA-SUSITNA BOROUGH 1
NOME CENSUS AREA ELM ]2
GOLOVIN ?L
KDYUK
NOME 7
SAINT MICHAEL
SHAKTOOLIK ]i
SHISHMAREF
STEB3INS 10
UNALAKLEET 3
WHITE MOUNTAIN 5

NOME CENSUS AREA 88

Exhibit B
(2 of 6)



15:27 Thursday, September 8, 1994 |j

state of Al aska
COHHERCI1IAL FISHERIES ENTRY COMMISSION
PROJECT NUMBER : 94139
PROJECT NAME : IRS Selective Permit Information :Permit holders mho filled to file in 1992

Report #6 - IRS Data by Area & Currtumty

i t
Geographic Permit
Areas City Holders
NORTHWEST ARCTIC BOROUGH KOTZEBUE 30

NOATAK

NOORVIK
NORTHWEST ARCTIC BOROUGH 33%
PR OF WALES-OUTER KTN CENSUS AREA CRAIG

HYOA3URG ié

KLAWOCK

HETLAKATLA 2@

MEYERS CHUCK

POINT BAKER

thorne bay %
PR OF WALES-OUTER KTN CENSUS AREA 75
SITKA BOROUGH PORT ALEXANDER Eé

SITKA

TENAKEE 4
SITKA BOROUGH*" 77
SKAGWAY-YAKUTAT-ANGOON CENSUS AREA ANGOON Q

E-FIN CcCV 9

GUSTAVUS

HOCNAH 24)

PELICAN 1

SKAGWAY %L

YAKUTAT 42
SKAGWAY-YAKUTAT-ANGOON CENSUS AREA 96
SOUTHEAST FAIRBANKS CENSUS AREA HEALy %

TANACRCSS
SOUTHEAST FAIRBANKS CENSUs "aREa””
VAIDEZ-CORDOVA CENSUS AREA COPPER CENTER 1

CORDOVA 5

GIENNALUEN ?{

taTitlek

VALOEZ 9

WHITTIER 5
VALOEZ-COROOVA CENSUS AREA 69
WACC HAMPTON CENSUS AREA ALAKANUK 44

CHEVAK 7

EMHONAK 42

FORTUNA .EDGE

HOOPER SAY ﬁ%

KOTLIK %I&

MARSHALL

MOUNTAIN VII.AGE 37

PILOT STATION 6

RUSSIAN <4SSICN 4

SAINT MARYS 16

SCANMDN =A* 16

SNELDON FCIN" 1
WADE HAMPTON CENSUS AREA 242
WRANGELL-PETERSBURG CENSUS AREA B

EﬁﬁEF{EiFIB 31

WRANGE . . 27
VRANGELL-PETERSBURG CENSUS AREA 66
YUKON-KOYUKUK CENSUS AREA ANVIK

FORT YLCN

GALENA 4

GRAYLING %

HOLY CROSS

KALTAG

NENANA %

N"JLATO 7

RA“PART i

STEVENS VILLAGE

TANANA 4

' Exhibit B
(3 of 6)



COMMERCIAL FISHERIES ENTRY COMMISSION

PROJECT NUMBER : 94139

ROJECT NAME : IRS Selective Permit Informat lontPermlt holders mho failed to tile in 1992

Report #6 - IRS Data by Area & Cormunlty

Geographic Per;'t
. i
Areas City Holders

ALASKA EDNA BAY

WASHINGTON ABEROEEN
ACME
AMANDA PARK
ANACORTES
ARLINGTON
AUBURN
BA INBRIDGE IS
BATTLEGROUND
BELLEVUE
BELLINGHAM
BLAINE
BOTHELL
BREMERTON
SRINNON
BURLINGTON
CAMANO IS1AND
CARNATION
CATHLAMET
CHEHAL"S
CHINOOK
CLE ELUM
CONWAY
COPALJS BEACH
CCSHOPCL. 5
CUSTER
CARRINGTON
OEER PARK
DUVALL
EATONVILLE
EDMONDS
E-HA
ENUMCLAW
EVERETT
-EDERAL WAY
rERNDALE
FOX 1SLAND
FREELAND
fRIDAY HARBOR
GIG hARBCR
GRAHAM
HADLOCK
HAMILTON
HOOUIAM
HOOU UM
HUMPTULIPS
1SSAQUAH
KENT
KINGSTON
KIRKLANO
.AKE STEVENS
.CNG 5EAC-
LCNGBRANC-
longview
LYMAN
1 YNOEN
LYNNWOOD
LYYNWOOD
MAPLE VALLEY
“ARYSVILLE
MLL CREEK
wCOLIPS
“ONTESANC
MOUNT VERNON

NAS;I.LE
N;AH SAY
NORTH ben:
NCRT- POR*
0AK -ARBOR
CO*AH CITV

%j_ HORES

CROVILLE
POINT ROBER ™S
50RT ANGE.ES
RAINIER
SEATTLE

SiORO WOOLLEY

= GO = N N 00N 4R = B e — g pow o8| e pgore

w

YRS R0 AU 9 N R
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15:27 Thursday, September 8, 199- 5

ST TE OF ALASKA
COMMERCIAL Fl HERIES ENTRY COHHISSIOH

PROJECT NUMBER : 94139
PROJECT NAME : IRS Selective Permit Information ."Permit holders mho filled to file in 1992

Report #6 IRS Data by Area & Community
|

Geographic Permit
Areas City Holders

WASHINGTON SEQUIN
SHCLTON
SKAMOKAWA
SNOHOMISH
SNOQUALHIE
SOUTH CLE ELUM
SPANAVAY
STANWOOO
SUHAS
TACOHA
TAHOLAH
TOKELAND
TOLEDO
TOPPENISH
VANCOUVER
VASHON
VAUGHN
WASHOUGAL
WAUNA
WESTPORT
WOODINVILLE
YAKIMA
YELM

WASHINGTON 25

OREGON ALBANY
ASTORIA
AURORA
BEND
CASCADE LOCKS
CENTRAL POINT
CLACKAMAS
CORBETT
CORVALLIS
DALLAS
EAGLE CREEK
GERVAIS
GLENEDE.N 5EACH
HOOO RIVER
MILWAUKEE
NEWSERG
NEWPORT
NORTH POWDER
OREGON CI*Y
PORT ORFORD
PORTLAND
PRINEVILLE
SALEM
SCAPPOOSE
SILETZ
SPRINGFIELD
WARRENTON
WARRINGTON
WOODBURN 1

OREGON 6

CALIFORNIA ARCATA
CONCORD
EL GRANADA
EUREKA
FAIRFIELD
FORT BRAGG
GARBERVILLE
LOOM 15
LOS ANGELES
MARTINEZ
HCKINLEYVILLE
MEi IDCCiNO
MIDDLETOWN
MONTEREY
MORRO BAY
MOSS BREACH
NORTHRIOGE
OAKHURST
PACIFIC GROVE
PETALUMA
PLACERVILLE

RESEDA
SAINT HELENA
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15:27 Thursday, September

STATE OF ALASKA
COMMERCIAL FISHERIES ENTRY COHHISSION
PROJECT NUMBER : 94139
PROJECT NAME : IRS Selective Permit Information .-Permit holder* ml._.o failed to file in 1992

Report 16 - IRS Data by Area & Ccnr.unlty

t

Geographic Permit
Areas City Holders

CALIFORNIA SAN DIEGO
SAN MATEOQ
SANTA BARBARA
SANTA ROSA
SEASIDE
THREE RIVERS
WILMINGTON
UOOOLANO HILLS

CALIFORNIA 38

OTHER 19
ANTHONY

BCCA RATON
BOUNTIFUL
BROAOUS
CAM? WOOD
CEDAR PARK
CHATTANOOGA
CHESTERTCWN
COERUDALENE
OAVIE

EAST BALDWIN
ELMHURST
ERIE

EVANT
FULTON
GEODES
GLOUCESTER
HONOLULU
ISHI NOMAX 1
JASPER
KAPAA, KAUAI
LENORt
KAYPEARL
MCALLEN
MILAN
NEOSHO
OLATHE

PI OUA
PRESCOTT
RIGGINS
SAANICHTON
STATELINE
SUN VALLEY
TELLURIC-
WESTPCINT

OTHER b
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Internal Revenue Service Department of the Treasury
District 915 Second Ave , Seattle, Wash. 98174
Director

Governor Tony Knowles
Office of the Governor
P.O. Box 110001
Juneau, AK 99811-001

Dear Governor Knowles:

The Internal Revenue Service (IRS) is pleased with the results of the State of Alaska's
administered Tax Obligation Loan Program (SB251), During the 2-year period that we have worked with
the Alaska Department of Commerce and Economic Development and Division of Investments (DOI),
many Alaska fishers have successfully resolved their fax problems. To date, the IRS has received more
than four million dollars However, it is our understanding that new loan applications must be received
no later than February 28, 1997, to insure that the applications are processed and the funds disbursed
prior to May 26,1997, when the Bill's sunset provision takes effect.

The termination of this program could r.Ci have ccrr.e at a worse time. Many fishers are in the
process of completing their 1996 tax returns. Many rural Alaskans have been unable to obtain
assistance to prepare their returns an.d loan packages. Fcr example, IRS employees were accompanied
by an employee from DOI during the week-long visit where we talked to fishers in Dillingham,
Manokotak, Togiak, and New Stuyahok. However, we were unaple to ren/e .ti* residents wishing to
resolve their problems. We have scheduled additional trips in March and April, but do not knew whether
these individuals will be able to avail themselves cf the State's loan program in time. Tax Obligation Lean
applicators were received ‘rom 15 individuals. The total loan amount requested was approximately

S397.000.

The Tax Obligation Lean Program has been a positive step in minimising the need for the IRS to
take enforcement action. Over the past several years we have been working together with the State of
Alaska to avoic the necessity of seizing and selling permits. In July of 1995, we met with various State
agencies, members of the fishing community, Nat *e organizations, and the Alaska congressional staff
in a symposium format to look at alternatives to seizure action and various methods to improve
compliance in the fishing inoustry. We believe progress :s being made toward assisting fishers ana
minimizing the need for the IRS to administratively seize and sell permits When we meet again on
February 19,1997, one of the proposals on the table for discussion is the extension of the Tax Obligation
Loan Program. We believe this is critical to meeting our mutual goals and would like your support in
extending the program. At this time, we have approximately 12CC delinquent permit holders cf whom SCO
could possibly qualify fcr the loan program An extension would greatly assist these Alaskan, iishers.
While most of these individual are not in jeopardy of osing their permits because cf tax delinquencies,
it would be an 93sy resolution of their tax problems and eratile them to concentrate cn what they do test,
which is contributing to the commercial fishing ndust7 .n A:sska.

We Smiy believe (hat our partnership eh'cris with key participants in this industry wili resolve the
issues that have divided us in the past We icck ‘onward to working with the individuals representing the
State of Alaska at the February meeting and "o your support in extending the Tax Obligato® Lear

Program

Sincerely,

Paul Seen.e
District Director
Pacific-Northwest District
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TONY KNOWLES. GOVERNOR

8800 GLACIER HWY, 0109
JUNEAU, AK 99801

COMMERCIAL FISHERIES ENTRY COMMISSION (907) 789-6150 Licensing Calls

(907) 789-6160 Other Business
(907) 789-6170 FAX
(907) 789-6180 BES

February 14, 1997
Mr. Paul Beene
District Director
Internal Revenue Service
915 Second Avenue
Seattle, WA 98174

FAX:  (205) 220-5045
Dear Paul:

As 1 stated in our February 7th phone conversation, my Co-Commissioner
Marlene Johnson and 1 will attend the February 19th meeting in Anchorage to
continue our dialogue, conditioned by the substance of this letter. There are
fundamental issues we must address.

Our Existing Agreement

First, your January 14 letter acknowledges the State of Alaska has paid the
IRS more than $4.5 million iIn consideration under its existing agreement with the
IRS. In fact, actual expenditures in human resources and dollars have been far
greater. In our most recent commemoration of our agreement, the IRS committed
its "best efforts” to ensure the benefits of the Tax Obligation Loan Program are
available to Alaskans through meaningful intervention by the State and third
parties.

We believe the two days®™ notice you provided the State of your pre-
Christmas sale of Alaska limited fish Tc privileges is an actionable breac” c-
our existing contract. With respect to contracts of which the U.S. is a party,
the Federal Government has been held liable under ordinary principles of contract
law. United States v. Winstar Coro.. 512 U.S. . 115 S.Ct. 2432, 135 L.Ed.Zd
964 (1996).

Our primary concern is IRS perrormance of its express duty to cooperate
with the State in good faith under our existing agreement. This promise is
virtually the only consideration given by the Federal Government in contrast to
the substantial commitment of resources and money provided by the State. New
that the Federal Government has reaped the substantial rewards of the contract.
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Mr. Paul Beene -2- February 14. 1997

including a shift of tax collection responsibilities from the Federal Government
to the State, the IRS may not disregard its promises through a change of policy
to obtain self relief from an agreement you may now view as improvident or to
pressure the State into acting as you dictate.

Specifically, the IRS has the continuing duty to provide reasonable notice
of IRS targets in order to allow for meaningful intervention ana help well before
an IRS seizure and attempted forced sale of a holder®s interest in a permit.
Under ordinary contract law, this duty precludes the |IRS from taking
opportunistic advantage of the State and, also, from acting 1in a manner which
destroys or injures our right to receive the fruits of our agreement.

As your January 14 letter confirmed, the State has enjoyed notable success
in assisting taxpayers to achieve IRS compliance with no loss of fishing
privileges, a result which the IRS effort,alone, did not accomplishprior to our

col laboration.
Your Recent Proposals

As a separate and secondary matter, your January 14 letter urges the State
to respond to your recent proposals for a new, supplemental agreement.

To recount the background for your recent proposals, on May 16. 1996,
during a phone conversation with former Commissioner Homan and me, you stated,
in return for further commitments by the State, IRSwou U discuss not. seizing
entry permits. Subsequently, at our July 19. 1996 meeting, 1iIn the presence of
more than 30 people, you offered to discuss eliminating forced sales of entry
permits pursuant to an agreement under which the IRS would collect from the
proceeds of fish sales instead of forcing the sale of Alaska limited fishing
privileges. In consideration, | offered to discuss potential changes to state
law that would support IRS" collections.

A group of participants (including at least ore representative of our
Congressional Delegation) met 1immediately following our July meeting and
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Mr. Paul Beene -3- February 14. 1997

confirmed receiving your offer. Shortly thereafter, 1 sent you a letter asking
you to confirm your own statement. Instead, you responded, "l appreciate your
sharing your reflections™ on the meeting. Despite the fact your answer failed
to confirm or qualify your statement, we gave you the benefit of the doubt and

pursued discussions with you.

In November, the IRS sent the State four proposals to permanently change
Alaska law to require the State of Alaska to assume various new responsibilities
to achieve federal tax enforcement. Clearly, the Federal government seeks to
shift the costs of meeting its statutory responsibilities to theState through
those IRS proposals. For the State toelect to do so, the IRSmust promise
something meaningful in return. The confusing discussion that followed your
proposals prompted us to seek written clarification as to what you are offering
the State. After more than six months, you provided the clarification we first
sought in July, and it is disturbing.

Your January 14 letter refers to your November proposals for Alaska to
permanently change state law and assumeresponsibilities for the IRS, and you
assert:

[t]hese proposals are what the IRS is offering the
State.

The Federal government 1is not the creator of State law. Therefore, nothing is
conveyed in IRS" purported offer to the State.

Additionally, in support of one IRS proposal for a change in Alaska law to
require the Entry Commission to withhold all seasonal fishing permits until the
IRS certifies each yearly applicant for a permit is in full compliance with his
federal tax obligations, you represent that Alaska law already makes the same
requirement for child support obligations. This 1is not true. The Alaska
Legislature rejected the idea: both the Legislature and our Child Support
Enforcement Division recognize that in order to collect from fishermen, fishermen

need to be in the water catching fish.
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Mr. Paul Beene -4- February 14, 1997

In any event, your January 14 clarification emphasizes no matter what the
State may undertake to do for the IRS, you assert the unqualified right, without
reasonable notice as our contract requires, to attempt to force the sale of any
property interest a delinquent fisher may have 1in State fishing privileges,
particularly in those cases IRS subjectively classifies as "egregious.” On
December 4, you represented to the Alaska Congressional Delegation that the
targets of your pre-Christmas sales of entry permits were such "egregious"™ cases.

Under 25 USC 85343, Congress created an affirmative duty on the part of the
IRS to release a levy when "such levy is creating an economic hardship due to the
financial condition of the taxpayer . . . The clear requirement of §5343
mandates a levy release in all cases of economic hardship, regardless of whether
or not the IRS has subjectively designated any such case as "egregious". Despite
this mandate, you have insisted the State negotiate an agreement recognizing the
purported right of the IRS to attempt the forced sale in cases the IRS determines
are "egregious”™. From your pre-Christmas actions, this amounts to a demand on
the State to accept a pledge to do less than Congress has already required.

In short, your January 14 letter clarifies the IRS is not offering the
State of Alaska any consideration for the changes you would like to see in State

law.
Recent Events

It is clear the IRS" recent actions are an improper attempt to pressure the
State. In addition, those actions demonstrate a lack of best efforts with
respect to our agreement and, also, a failure to act in good faith with respect

to the current negotiations.

Consistent with Part 3 of TRS Form 4535, the IRS assured a taxpayer
targeted for your pre-Christmas sale: "The minimum bid price 1is established to
protect your interests in the property.” This written representation was
deceptive. The IRS set the minimum bid at S3,375, which is a fraction of the
average $20,000 for an authorized State transfer. Affidavits provided to CFEC
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Mr. Paul Beene -5- February 14, 1997

state a Revenue Officer under your direction advised possible buyers as follows:
in order to pursue the IRS" present dispute with the State, the IRS intended to
sell the particular permits for "substantially below the permits® fair market
value" and, once a permit was-transferred, it would "open the floodgates" of
State permit seizures by the |IRS. The affiants stated the Revenue Officer
volunteered "the Commissioner of the IRS is aware of the situation and the matter
is receiving attention at the highest Ilevels at the IRS Washington D.C..
headquarters™ and, also, the IRS intended to pursue 1its disagreement with the
State of Alaska "to a conclusion that is satisfactory to the IRS."” Based on
these affidavits, it appears the IRS willfully breached its duties to the State
in an attempt to improperly coerce the State into acting as the IRS dictated.

Moreover, your December 6, 1996 letter states, if we fail to meet your
expectations for future negotiations, "fishing entry permits will continue to be
seized ard sold [and thereby] endanger[] the interests of Alaska taxpayers (e.g.-.
devalued fishing permits, permits sold to non-Alask~ns).” Consistent with your
letter, a Revenue Officer under your direction has announced he will resell an
entry permit from the pre-Christmas sale on one day"s notice. A Revenue Officer
has threatened the seizure of seven limited entry permits in the Dillingham area
at any moment. Additionally, we received a call from a widow in Anchorage who
reported a Revenue Officer threatened tc sell her fishing privileges and those
of her deceased husband for as little as S3.C00.

In addition to disrupting orderly implementation of the Loan Program, IRS®
pre-Christmas actions and threatened aciion? require the Entry Commission as
Administrative Law Judges to rule on any claims that result. If we are in the
midst of negotiating with you, and, on 2 days® notice, we are required to rule
on a related claim, we face a conflict that creates at least an appearance of
impropriety. We need sufficient warning from you to be able to withdraw from
negotiations before such a conflict arises.

Apart from our requirements to function as Administrative Law Judges under
State law. your pre-Christmas actions damaged the climate for cooperation between
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Mr. Paul Beene -6- February 14, 1997

the State and Federal Government. See the enclosed letter from our Governor to
the Alaska Congressional Delegation.

Again, our agreement requires meaningful notice from you identifying your
targets well in advance of an IRS forced sale.

Where Do We Go From Here

More than once in the past, we have discussed the possibility of extending
the State"s Tax Obligation Loan Program presently due to sunset this spring. We
committed to explore that alternative. When we talked last Friday, you asked
again about this possibility, and 1 told you the door was not closed to this
option. Accordingly, you prepared a letter to Governor Knowles®™ advocating this
alternative.

In contrast to the other IRS proposals, this option makes the most sense

for several reasons.

First, the State-IRS "partnership” has proven effective to assist Alaskan
fishers damaged by the post-1988 adverse market conditions not only in achieving
federal tax compliance, but in ordering their other financial affairs.

Second, our joint cooperation has reaped rewards in cases in which the IRS.
alone or through contractors, otherwise has been unsuccessful. In this regard,
we are aware the IRS instituted a pilot program in 13 states, including Alaska,
through which private collectors were to be hired by the IRS to collect
delinquent taxes. According to a recent article, the IRS is disappointed in this
program, because he five collection agencies hired by the IRS were able to
contact only about 9% of the taxpayers and. according to the collection agencies
involved, the poor results were "because the IRS was late in getting the files
to them and the files were extremely old."

Third, our mutual cooperation has provided an opportunity to accomplish our
respective goals, largely without counterproductive adversarial conflict. We
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Mr. Paul Beene -7- February 14, 1997

believe this effect has and continues to raise our citizens®™ confidence in our
respective governments. Specifically, the process has become less threatening
and less fearsome to the lone fisher with tax problems, because we are working

together.

Fourth, our cooperation has 1identified many Federal and State tools
available to assist fishers. As a result, these tools have been more fully
utilized than has been the case in the past.

Fifth, our respective efforts have put a human face on what otherwise could
be characterized as mechanical processing by the IRS in relative isolation from
the community. In this time of shrinking federal budgets and operations, we
believe our cooperative undertakings should serve as a model for the future. In
short, we continue to achieve good results and, thus, should persist on the path
we know tobe productive.

This week, after conferring with the Commission and the Division of
Investments, State Representative Ilvan introduced HB 123 to extend the Tax
Obligation Loan Program. While this 1is a positive Tfirst step, persuading the
Legislature and the Administration of the merits of this legislation will be an
extremely difficult task. As you well know, there are very many worthy and
competing alternative uses for the same funds. We need meaningful "umbers from
the IRS to show (1) the extent of the current problem; (2) the extent to which
Alaskans have been helped; and (3) the extent of improvement in tax compliance
since the original information presented by the former IRS Chief of Collections
in 1993. This 1is the same information we requested more than a year ago
consistent with our agreement. The numbers you employed in your January 1=
letter suggest a substantial improvement of at least 53%. However, the figures
you employed in your more recent letter to the Governor appear inflated. We need
some real information from the IRS to present to the Legislature and the

Governor.
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Mr. Paul Beene 8 February 14, 1997

In the interim, we have to operate with the sunset of the Loan Program in
mind. We must evaluate and coordinate our outreach efforts to ensure maximizing
service to Alaskans and revenue to the federal government. To further this goal,
I reported to your Chief of Examination, Mel Joseph, that, on the recommendation
of the IRS, the State has already modified its regulations governing permanent
fund dividend recipients. Mr. Joseph and 1 are discussing practical ways to make
use of the information that will be generated. This is an experimental work in
progress, and we do not yet know whether it will prove to be a practical tool.
Nonetheless, we remain committed to working through the process as we promised

IRS.

Finally, as we have stressed in this letter, we must have meaningful notice
of IRS" targets for seizure and sale well in advance of any action by the IRS so0
as (1) not to disrupt our planned cooperative efforts, and (2 to allow
sufficient time for intervention and help well before an IRS seizure and forced

sale.

The Legislature is in session for only 120 days. We hope you will address
these points at our meeting on Wednesday, February 19.

Yours truly
COMMERCIAL FISHERIES ENTRY COMMISSION
Dale Anderson, Commissioner

Marlene Johnson. Commissioner
Bruce Twomley, Chairman
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(907) 65-3SCO
Fa» i907) A65-3532

State of Alaska
CFriCc CF 7hE

Jt. NEAL

January 21, 1997

The Honorable Ted Stevens
United States Senate

522 Hart Senate Office Building
Washington, DC 20510-2354

Dear SenatorStevens

| am writing to request your administrative or legislative assistance in stopping the
Internal Revenue Service (IRS) from forcing the sale of .Alaska limited fishing
privileges.

As you know, the IRS has persistently attempted to force the sale of Alaska limited
fishing privileges for some time. Last March, the .Alaska Commercial Fisheries Entry
Commission (CFEC), in its Carle decision, denied a demand by ERS to force transfer
of privileges held by an elderly Alaska Native fisherman.

Notwithstanding the Carle decision, on December 11, 1996, the ERS snocked the State
of .Alaska by conducting a pre-Christmas sale of an .Alaska limited entry permit. The
Cook Inlet set net permit was held by a 54-year-old .Alaska Native fisherman from a
small coastal community and valued at S30.000. The IRS sold the permit for only

S5,005.

The IRS is well aware the State of Alaska stands ready @ cooperate and intervene to
help such individual fishermen through .Alaska’s secured loan program. With the help
of the .Alaska Business Development Center and others, the state has so far aided
numerous individual fishermen in meeting their tax obligations and generated more
than S4 million in revenue to the IRS. Yet the IRS gave the state only ono days’

notice of its sale.

The pre-Christmas timing of this sale is deplorable. People are especially vulnerable
at Christmas, both fmancially and emotionally. Adverse actions taken at this time can
cause tragic consequences. Additionally, two days’ notice effectively precludes the
state from meaningful intervention and counsel to the individual fisherman.

Despite congressional direction to the IRS to avoid hardship in its collection practices,
diis sale appears calculated to inflict maximum harm on the taxpayer.
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Senator Ted Stevens
January 21, 1997
Page 2

As you know, in Alaska’s small coastal communities, fishing privileges represent a
right to work and a way of life for thousands of Alaskans. You are also aware the
ERS led the state into talks about this issue promising a "fresh start." This pre-
Christmas sale represents a giant step backward.

As the IRS knows, Alaska is in the last months of our successful tax loan program.
The state and the Alaska Business Development Center are systematically traveling
throughout the state to help Alaska’s fishermen secure the benefits of this program.
ERS’ precipitous action drops a grenade into these planned efforts and causes extreme
hardship to the individual fisherman. Such action can destroy a small business and
force a fishing family onto public assistance.

We would welcome your help in avoiding such hardship. | invite you to work with
John Katz of my Washington office, and Bruce Twomley, Chairman of the CFEC,
toward this end.

Sincerely,
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DIVISION OF INVESTMENTS
ALASKA DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

TAX OBLIGATION LOAN STATISTICS
January 24. 1997

Total dollar amount Tax Obligation Loans (Since Inception) $4.67 million
Total Tax Obligation Loans (Active Status) 207
Total Amount outstanding $3.78 million
Total Tax Obligation Loans Paid in Full 9
Delinquent Tax Obligation Loans with Extensions in Process* 18
Delinquent Tax Obligation Loans with Approved Workouts" 28
Delinquent Tax Obligation Loans Referred to the Collections Branch'** 22
Total Delinquent Tax Obligation Loans 68
Percent of Tax Obligation Loans Delinquent 33%
Percent of Tax Obligation Loans Delinquent excluding

Extensions in Process and approved Workcuts 1%
Total Tax Obligation Foreclosures (since Program inception) 0

It should be noted that delinquency rates typically elevate curing the months of January and
February because most loan payments are annual and are due toward the end of the calendar
year. These numbers should decrease dramatically over the next few months as extension
requests, workouts and various collection efforts taxe eh'ect

'These delinquent Tax Obligation borrowers have subnnttec lean extension requests which are
being processed by the Division. Their loans wii! continue to snow up as dolinquent until a
modified payment plan has been approved and the necessary cocumertation has been

completed.

"These delinquent borrowers have approved worout agreements in place. A workout is
utii zed when the borrower needs some adcitic.nal time tc ma<c the fj; payment The
agreement is approved and monitored by a Lcan Ch'cer. Tne ican wi continue to show up as
de inquent until the workout is complete ana the icsr is crcjght current.

" ‘These delinquent loans have been referred to tne Col ecticns Branch fcr aoprooriate action
The Collections Branch will attempt to work with the ce’insuent borrower to arrive at an
acceptable repayment plan. If arrangements fcr payment carnet be reached with the borrower

foreclosure proceedings will be initiated

GRW 1/23/97



Chapter 062

Chapter: CH062

Source: HCS CSSB 251 (FIN)
Action Date: May 25, 1994
Effective Date: See Chapter

AN ACT
Relating to the commercial fishing revolving loan fund and the fisheries enhancement revolving
loan fund; and providing for an effective date.

+Section 1 AS 16.10.310(a) is amended to read:
(@ The department may
(1) make loans to
(A) individual commercial fishermen who have
been state residents for a continuous period of two years
immediately preceding the date of application for a loan
under AS 16.10.300 - 16.10.370 and have had a crewmember
or commercial fishing license under AS 16.05.480 or a
permit under AS 16.43 for the year immediately preceding
the date of application and any other two of the past
five years, and who actively participated in the fishery
during those periods,
(i) for the purchase of entry permits;
(i) to upgrade existing vessels and
gear for the purpaose of improving the quality of
Alaska seafood products; or
(ii1) to satisfy past due federal tax
obligations that may result in the execution upon
and involuntary transfer of the individual
commercial fishermen's entry permits, to the extent
allowed under (d) of this section;
(B) anindividual for the repair, restoration,
or upgrading of existing vessels and gear, for the
purchase of entry permits and gear, [AND] for the
construction and purchase of vessels, or, to the extent
allowed under (d) of this section, to satisfy past due
federal tax obligations that may result in the execution
upon and involuntary transfer of the individual's entry
permits, if the individual hes been a state resident for
a continuous period of two years immediately preceding
the date of application for aloan under AS 16.10.300 -
16.10.370, and either
() because of lack of training or lack
of employment opportunities in the area of
residence, does not have occupational opportunities



available other than commercial fishing; or
(i) is economically dependent on

commercial fishing for a livelihood and for whom

commercial fishing has been a traditional way of

life in Alaska;

(2) designate agents and delegate its powers to them as necessary;

(3) adopt regulations necessary to carry out the provisions of AS 16.10.300 -
16.10.370, including regulations to establish reasonable fees for services provided,;

(4) establish amortization plans for repayment of loans, which may include
extensions for poor fishing seasons or for adverse market conditions for Alaskan products;

(5) enter into agreements with private lending institutions, other state agencies,
or agencies of the federal government, to carry out the purposes of AS 16.10.300- 16.10.370;

(6) enter into agreements with other agencies or organizations to create an
outreach program to make loans under AS 16.10.300 - 16.10.370 in rural areas cf the state;

(7) allow an assumption of a loan if

(A) the applicant has been a state resident
for a continuous period of two years immediately
preceding the date of the request for an assumption; and

(B) approval of the assumption would be
consistent with the purposes of AS 16.10.300; an
applicant for a loan assumption may not be disqualified
because the applicant does not meet the loan eligibility
requirements of (1) of this subsection,

(8) prequalify loan applicants for a limited entry permit loan and charge a fee
not to exceed S200 for prequalification;

(9) charge and collect the fees established under this subsection;

(10) refinance a debt obligation incurred by a borrower or borrowers under this
section if the borrower or borrowers otherwise qualify for a loan under AS 16.10.300 -
16.10.370; the department shall collect a refinancing loan origination charge of one-half
percent of the amount of the debt obligation that has been refinanced when the first
refinancing payment is due;

(11) refinance debt obligations, not to exceed $300,000, incurred by u borrower
or borrowers for the purchase of a commercial fishing vessel or gear if the borrower or
borrowers otherwise qualify for aloan under AS 16.10.300 - 16.10.370; the department may
collect a refinancing loan origination charge as provided by regulation.

* Sec. 22 AS 16.10.310(a) is repealed and reenacted to read:
(@) The department may

(1) make loans to

(A) individual commercial fishermen who have
been state residents for a continuous period of two years
immediately preceding the date of application for alocan
under AS 16,10.300 - 16.10.370 and have hed a crew member
or commercial fishing license under AS 16.05.480 or a
permit under AS 16.43 for the year immediately preceding
the date of application and any other two of the pest
five years, and who actively participated in the fishery



during those periods,
(i) for the purchase of entry permits;
or
(if) to upgrade existing vessels and

gear for the purpose of improving the quality of

Alaska seafood products;

(B) an individual for the repair, restoration,
or upgrading of existing vessels and gear, for the
purchase of entry permits and gear, and for the
construction and purchase of vessels, if the individual
has been a state resident for a continuous period of two
years immediately preceding the date of application for
aloan under AS 16.10.300 - 16.10.370, and either

(i) because of lack of training or lack

of employment opportunities in the area of

residence, does not have occupational opportunities

available other than commercial fishing; or

(i) is economically dependent on

commercial fishing for a livelihood and for whom

commercial fishing hes been a traditional way of

life in Alaska;

(2) designate agents and delegate its powers to them as necessary;

(3) adopt regulations necessary to carry out the provisions of AS 16.10.300 -
16.10.370, including regulations to establish reasonable fees for services provided;

(4) establish amortization plans for repayment of loans, which may include
extensions for poor fishing seasons or for adverse market conditions for Alaskan products;

(5) enter into agreements with private lending institutions, other state agencies,
or agencies of the federal government, to carry out the purposes of AS 16.10.300 - 16.10.370,

(6) enter into agreements with other agencies or organizations to create an
outreach program to make loans under AS 16.10.300 * 16.10.370 in rural areas of the state;

(7) allow an assumption of aloan if

(A) the applicant hes been a state resident
for a continuous period of two years immediately
preceding the date of the request for an assumption; and

(B) approval of the assumption would be
consistent with the purposes of AS 16.10.300; an
applicant for aloan assumption may not be disqualified
because the applicant does not meet the loan eligibility
requirements of (1) of this subsection;

(8) prequalify loan applicants for a limited entry permit loan and charge a fee
not to exceed $200 for prequalification;

(9) charge and collect the fees established uiu. r this subsection;

(10) refinance a debt obligation incurred by a borrower or borrowers under this
section if the borrower or borrowers otherwise qualify for aloan under AS 16,10.300 -
16.10.370; the department shall collect a refinancing loan origination charge of one-half
percent of the amount of the debt obligation that has been refinanced when the first



refinancing payment is due;
(11) refinance debt obligations, not to exceed $300,000, incurred by a bonrower

or borrowers for the purchase of a commercial fishing vessel or gear if the borrower or
borrowers otherwise qualify for aloan under AS 16.10.300 - 16.10.370; the department may
collect arefinancing loan origination charge as provided by regulation.

* Sec. 3 AS 16.10.310 is amended by adding a new subsection to read:

(d) The department may not make a loan to an individual under (a)(1) of this section
to satisfy past due federal tax obligations unless the individual has filed past and current
federal tax returns with the federal government and has executed an agreement with the federal
government for repayment of past due federal tax obligations. An individual may receive
only one loan under (a)(1) of this section to satisfy past due federal tax obligations during the
individual's lifetime. A loan made under (a)(1) of this section to satisfy past due federal tax
obligations may not exceed $30,000.

* Sec. 4. AS 16.10.320(d) is amended to read:

(d) The total of balances outstanding on loans made to a borrower under AS
16.10.310(a)(1)(A) may not exceed $300,000. The total of balances outstanding on loans
made to a borrower under AS 16.10.310(a)(1)(B) may not exceed SI00,000. The total of
balances outstanding on all loans, including debt refinancing under AS 16.10.310(a), made to a
borrower under AS 16.10.300 - 16.10.370 may not exceed $300,000.

* Sec. 5. AS 16.10.340 is amended by adding a new subsection to read:

(c) If the commissioner determines that the fund contains money that is excess to
that needed to carry out the purpose of AS 16.10.300 - 16.10.370, then the commissioner
may use the excess money to carry out the purpose of AS 16.10.500 - 16.10.560.

* Sec. 6. AS 16.10.505(a) is amended to read:

(@) There is created within the Department of Commerce and Economic
Development a revolving fund to be known as the fisheries enhancement revolving loan fund.
Except as provided in (b) and (c) of this section, the fund shall be used to cany out the
purposes of AS 16.10.500 - 16.10.560 and for no other purpose. All principal and interest
payments, and money chargeable to principal or interest that is collected through liquidation
by foreclosure or other process on loans made under AS 16.10.500 - 16.10.560, shall be paid
into the fisheries enhancement revolving loan fund.

* Sec. 7. AS 16.10,505 is amended by adding a new subsection to read:

(c) Money in the fund that the commissioner determines to be excess to that needed
to carry out the purpose of AS 16.10.500 - 16.10.560 may be used to carry out the purpose
of AS 16.10.300- 16.10.370.

* Sec. 8 AS 16.10.520 is amended by adding a new subsection to read:

(f) The commissioner may not make a loan under AS 16.10.500- 16.10.550 from
funds available under AS 16.10.340(c), unless the commissioner determines, in consultation
with the appropriate regional planning team established under AS 16.10.375, that the
hatchery or other enhancement or rehabilitation activity for which the loan is requested will
provide a significant contribution to common property fisheries, be operated in a manner
beneficial to the public interest, and be managed in a financially viable manner that is
reasonably expected to result in repayment of the loan.

* Sec. 9. AS 16.10.310(d) is repealed.
* Sec. 10. Sections 2 and 9 of this Act take effect three years after the effective date of sec. 1

of this Act.



* Sec. 11. Except for secs. 2 and 9 of this Act, this Act takes effect immediately under AS
01.10.070(c).
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BRISTOL BAY NATIVE ASSOCIATION
P.0. BOX 310

Chief Executive Officer DILLINGHAM, ALASKA 99576
PHONE (907) 842*5257

February 12. 1997

Representative lvan Ivan
State Capitol. Room 204
Juneau. AK 99801-1182

Tnbal Councils

Sened by BDNA: . i . i
RE: Commercial Fishing Revolving Loan fund

Aleknagik
Chignik Bay Dear Representative Ivan:

Chignik Lagoon
The Bristol Bay Native Association (BBNA) Board of Directors would like your

chignik take consideration and support for the continuation of the State of Alaska Commercial Fishing
Clarks Point Revolving Loan Fund (1994 -SB 251). which is due to expire during May of 1997.
Dillingham

This important program has assisted many Alaskan fishermen during the pa .t three

Rosok years. Approximately four million dollars in loans have been awarded to fishermen to pay
Ekuk delinquent taxes since the programs inception.
Ekwok
i During this past week. S334.00 in tax loan obligation applications were submitted to
Division of Investments personnel who were traveling in our region. A total of 12 commercial
fliamna fishermen will be assisted by this program if their applications are approved, and this was done
linof Bay in just one week!
g Salmon
BBNA's Business Assistance Program works closely with the IRS and Division of
Kokhanok Investments, assisting resident fishermen in coming into compliance with their tax problems.
Koligjnek This Commercial Fishing Revolving Loan fund is now beginning to be affective and residents
Lesclock are becoming aware of the benefits this program can have on their tax obligation problems. Our
Minokouk staff plans to visit many more of the villages in our region this year to assist with these types of
tax problems, it would be a great disadvantage to our region's fishermen if this program expired
Naknek as scheduled. As far as we know, no alternative loan funds are available for this purpose.

New Stuyahok
The remaining commercial fishing permits which are held by Alaska residents infuses

7 e millions of dollars into the Alaskan economy annually. If any other commercial fishing permits
Nondaltvn are lost by the sale or seizure for tax delinquencies in the future, all of Alaska will feel the

fleJto Bay effects.

FVrmillc

o Once again. BBNA.. urges your support for the continuation of this most important

Prlot Point program for our state's commercial fishermen. We encourage your immediate attention and

Pori lleiden support regarding this issue.

Portage Creek
Sincerely,

South Naknek
Bristol Bay Na live Association

Togtak
Tuin Hills

** »shik
Terry lloefferle'

Chief Executive Officer



February 12 1997

Representative lvan lvan
State Capitol

Room 204

Juneau, AK 99801

RE: Commercial fishing Revolving Loan Fund

Dear Sir,

The Aleknagik City Council and Mayor would like to urge you to support the
continuation of the Revolving Loan Fund (1994 -SB 251 )which is due to expire May

of 1997.

As you are aware our economy is hased on our fishing business. Programs designed
to help bridge possible revenue short falls that fisherman experience, can only help to
stabilize, the rural Alaskan frail economy.

If rural Alaska is to have any chance of a independent self supporting economy, its
fishing industry needs continuing oversight, to insure stable capital investment

sources are available.

Thank you for your attention to this matter, we are sure your interests are parallel to
those of our local residents.

Respectfully.
|

—or. "

Roland Moody
Mayor



Traditional Council of Togiak
P. O. BOX 3 10
Togiak. Alaska 99676-03 10
907-493-5003
Fax 907-493-5005

February 11, 1997

Representative Ivan Ivan
State Capitol

Room 204

Juneau. AK 990S1-11S2

Dear Representative Ivan:

The Traditional Council of Togiak do support for the continuation of the State of Alaska Commercial
Fishing Revolving Fund (1994 - SB251). which is due to expire during May of 1997.

This important program has assisted many Alaskan fishermen during the past three years. Approximately
four million dollais in loans have been awarded to fishermen to pay delinquent taxes since the programs

inception.

This Commercial Fishing Revolving Loan Fund is now beginning to be effective and residents are
becoming aware ofthe benefits this program can have on their tax obligation problems. It would be a great
disadvantage to our region's fishermen if this program expired as scheduled. As far as we know, no
alternative loan funds a“e available for this purpose.

The remaining commercial fishing permits which are held fa\ Alaska residents infuses millions of dollars
into the Alaska economy annually. If any other commercial fishing permits are lost by the sale or seizure
for lax delinquencies in the future, all of Alaska will feel the effects.

Once again, the Traditional Council of Togiak urges sour support for the continuation of this most
important program for our state's commercial fishermen. We encourage your immediate attention and
support regarding this issue.

Respectfully.

Traditional Council of Togiak

CC: H. Robin Samuelson, Jr., President
Bristol Bay Economic Development Corporation



Bristol Bay Economic Development Corporate

P o Box 1464 = Dillingham. Alaska 99576 = (907)842-4370 = Fax (907) 042-4336 = 1-800-478-

February 5, 1997

Representative Ivan Ivan
State Capitol

Room 418

Juneau, Ak 99803

Re: Commercial Fishing Revolving Loan Fund

Dear Representative Ivan:

The Bristol Bay Economic Development Corporation (BBEDC) Board of Directors would like your
consideration and support for the continuation of the State of Alaska Commercial Fishing Revolving
Loan Fund (1994 - SB 251), which is due to expire during May of 1997.

This important program hes assisted many Alaskan fishermen during the peast three years.
Approximately four million dollars in loans have been anarded to fishermen to pay delinquent taxes

since the programs inception.

During this past week, 5334,000 in tax loan obligation applications were submitted to Division of
Investments personnel who were traveling in our region. A total of 12 commercial fishermen will be
assisted by this program if their applications are approved, and this was done in just one week!

The BBEDC’s Permit Brokerage staff works closely with the IRS and Division of Investments,
assisting resident fishermen in coming into compliance with their tax problems. This Commercial
Fishing Revolving Loan Fund is now beginning to ke affective and residents are becoming aware of
the benefits this program can have on their tax obligation problems. Our staff plans to visit many
more of the villages in our region this year to assist with these types of tax problems. It would be a
great disadvantage to our region's fishermen if this program expired as scheduled. As far as we
know, no alternative loan funds are available for this purpose.

The remaining commercial fishing permits which are held by Alaska residents infuses millions of
dollars into the Alaskan economy annually. If any other commercial fishing permits are lost by the
sale or seizure for tax delinquencies in the future, all of Alaska will feel the effects.

O.ce again, the BBEDC urges your support for the continuation of this most important program for
our state’s commercial fishermen. We encourage your immediate attention and support regarding this

issue.

RobintSamuelsen. Jr.,
President



January 19, 1997

TO: REP 1VAN
FROM: KOLIGANEK VILLAGE CORPORATION
RE: DIVISION OF INVESTMENTS TAX OBLIGATION LOAN

One of the most useful State loan programs affecting our
Bristol Bay area is the Tax Obligation Loan Program. This program has
helped numerous village residents in Bristol Bay, as well as other
parts of the State. Main fishing permits would have been lost to back
IRS tax bills if we didn"t have this program to help pay the IRS. And,
as a result of this, village fishermen and the village economies
around them have been saved.

This program will come to an end sometime this spring, unless
it is extended by the State Legislature. Please help people in your
region who are in trouble with the IRS , and the villages 1in which
they live, save their permits from IRS seizure by extending this
useful loan program.

Sincerely £

Charlie Nelson- President Koliganek Village Corp.
Koliganek, Alaska 9S5~<3



