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BILL ANALYSIS
Section 1 - Amends the Fisheries Business Tax statutes to provide a tax credit for capital 
expenditures. Expenditures qualify if  they increase product diversity, increase production 
efficiency and capacity or improve product quality at a shore-based fisheries business facility in 
the state. Expenditures can also qualify if  they contribute to the development o f  a cooperative 
seafood industrial park. A fisheries business may only claim credits for a maximum period o f  
three consecutive years and may begin the three-year period for expenditures with any tax year 
from 1998 through 2000. Eligible tax credits that are not claimed in a single year can be carried 
forward a subsequent year as long as this falls within the three consecutive years the applicant has 
chosen.

The amount o f  the tax credit is limited to 50 percent o f  a capital expenditure, unless a municipality 
agrees to give up a portion or all o f  its share o f  tax revenue. I f a municipality does opt to reduce 
its share then a business could claim up to 75 percent (depending on how much the municipality 
gives up) o f  its capital expenditure as a credit. The total tax credit for a tax year for capital 
expenditures and scholarship contributions may not exceed 50% o f  the taxpayer’s fisheries 
business tax liability for that year. The department may not approve a tax credit for capital 
expenditures if  the property for which the capital expenditure was made was subject to a previous 
capital expenditure under this section, the property for which the capital expenditure was made 
was sold or transferred between fisheries businesses having substantial common ownership or the 
fisheries business claiming the credit is in arrears in the payment o f  its fisheries business taxes.

The department is required to prepare an application form for a credit and approve o f  disapprove 
an application for a credit under this section no later than 60 days after receiving the application. 
The Department o f  Revenue is also required to submit a report on the expenditures, and if  
possible increases in employment and processing capacity, for which a credit was approved (in 
conjunction with the Department o f  Commerce and Economic Development) on the fisheries 
business tax credit program by the 15th legislative day o f  each regular legislative session.

Section 2 - Amends the refund to local government section (AS 43.75.130) so that Revenue 
collected from the fisheries business tax is calculated as if  a fisheries business tax credit had not
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been co llected . This holds m unicipalities harm less from  the credits. T he m unicipality  
m ay adopt an ordinance directing the Department o f  R evenue to reduce the 
m unicipality’s refund over a period o f  not m ore than three years b y  an am ount not 
exceed ing 25  percent o f  the capital expenditure.

S ection  3 -  D efin es  terms such as “capital expenditure”, “cooperative”, “product 
diversity”, “product quality” and “seafood industrial park” .

Section  4 - The first tax report o f  expenditures, for w hich  credits w ere approved on and 
after July 1, 1997, is due February 1, 1998.

Section  5 - R epeals all sections o f  this A ct on January 1, 2003 except for  the reporting 
requirem ent (section  1 (j)).

S ection  6 -  R epeals section  1 0 ,  February 15, 2003 .

S ection  7  - E stablishes an effective date o f  July 1, 1997.

O PERA TING  EXPENDITURES

The Income and Excise Audit Division would be required to expend audit staff time to implement 
the credit pre-approval process. In addition audit staff work would be required to review records 
o f  taxpayers actually applying the tax credits. This time would result in a reallocation o f  current 
staff time but does not justify a new position.

G EN ERAL FUND REVENU E EFFECT See page 4.

O th e r  This bill fails to take into consideration the complementary landing tax. See Ch. 81, SLA 
1996 (“The fisheries resource landing tax...is both designed and intended to be a compensatory 
tax that complements the fisheries business tax levied and collected under AS 43.75). The 
legislature in the the last session passed remedial legislation to insure equal treatment. Therefore, 
since the landing tax and the fisheries business tax are compensatory taxes, credits must be 
extended equally under both tax types. The department will have many other technical changes to 
this legislation based on problems experienced under the previous fisheries tax credit program.
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Scenario  A - All Qualifying Expenditures are Used: A ssum e that the exact sam e  level of qualifying expenditures are 
m ade  in the  in the new Fisheries Business Tax Credit a s  were m ade in the original (1986-1989) Fisheries Business 
T ax  Credit program. Total expenditures were $146 million, and since 50% of these  expenditures qualify for credit, 
total qualifying expenditures were $73 million. Additionally, a ssum e that these  expenditures are spread evenly over 
the qualifying years except for year one where only 6 months are relevant.

■ r a m  m ts o m  w a s m  m m a m  m m s e m  m s a m
R evenue under Scenario A ($7,300,000) ($"4,600,000) ($14,600,000) ($14,600,000) ($14,600,000) $0

Scenario B - Half of All Qualifying Expenditures are  Used: Assum e that the exact sam e level of qualifying 
expenditures are m ade in the in the new Fisheries Business Tax Credit a s  were m ade in the original (1986-1989) 
Fisheries Business Tax  Credit program. Total expenditures were $146 million, and since 50% of these  expenditures 
qualify for credit, total qualifying expenditures were $73 million. Additionally, assum e that the limitation that a credit 
can only reduce a  taxpayers annual liability by 50% results in only half of these  expenditures ($36.5 million) being 
used. Additionally, a ssu m e that these  expenditures are  spread evenly over the qualifying years except for year one 
where only 6 months are relevant.

• ■ a i m  l i i i i s s !  i i s a i i u  ■ ■  m m m  h u m s
R evenue  under Scenario B. ($3,650,000) ($7,300,000) ($7,300,000) ($7,300,000) ($7,300,000) $0

* Credits apply to 6 (not twelve months) in the first year.

prepared by Brett Fried 
SB52FN.XLS
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SB  5 2 , F ish ery  B u s in e ss  T ax C redit

I in trod u ced  S B  5 2  to  h e lp  bring so m e  e c o n o m ic  s ta b ility  and grow th  
to A la sk a 's  co m m erc ia l f ish e r ie s  in d u stry . I think the b est w a y  to do  
th is  is  th rou gh  d e v e lo p m e n t  in c e n t iv e s  that in c r e a se  o p era tio n a l 
e f f ic ie n c ie s ,  im p r o v e  p rod u ct q u a lity , or bring  n ew  p rod u cts to  
m arket. T h e in ce n tiv es  are b u sin ess  tax cred its , up to  5 0  % o f  a 
co m p a n y 's  tax  lia b ility , for  any ca p ita l in v e s tm e n ts  in sh ore  b ased  
fa c il it ie s  that a c h ie v e  th ese  g o a ls .

A la sk a 's  f ish e r y  re so u rce s  p ro v id e  n early  7 0 ,0 0 0  jo b s  in  th e p riva te  
sec to r , fo r  m ore  than an y  other in d u stry . T h ese  are fish erm en , 
p ro cesso rs  and the p ro cess in g  labor fo rce . F or m o st o f  the state's  
c o a sta l and  r iv er  c o m m u n itie s , co m m e r c ia l f ish in g  is  the d om in an t  
e c o n o m ic  a c t iv ity  that su sta in s  the co m m u n ity . T h u s, w h en  m arkets  
d eter iora te  and fish  p r ic e s  fa ll, as has h ap pened  w ith  sa lm o n , the  
e f fe c t s  can  b e im m ed ia te , w id e  sp read , and d ev a sta tin g .

SB  5 2  is  m o d e led  after a sim ilar  program  that w a s in  e f fe c t  from  
1 9 8 6  to 1 9 9 1 . T h is  program  w as la r g e ly  resp o n sib le  fo r  large  
in v e s tm e n ts  in  p r o c e ss in g  q u a lity  c o n tro l in  fa c il it ie s  th rou gh ou t the  
sta te . It is  a lso  cred ited  w ith  s t im u la tin g  A lask an  p artic ip a tio n  and  
e x p a n s io n  in to  the h a rv estin g , p r o c e ss in g , and m ark etin g  o f  n ew  
b o tto m  f is h e r ie s .

T h e A lask an  f ish e r ie s  in d u stry  n eed s  a b o o st  to  im p ro v e  the  
m a rk eta b ility  o f  its  trad ition a l f ish e r y  p rod u cts and to in trod u ce  
n ew , v a lu e  added  p rod u cts  that ap p ea l to  co n su m e rs  w o r ld w id e .
T h is  w ill  req u ire  large  in v estm en ts  in n ew  and better eq u ip m en t. I 
fe e l that the tax in c e n tiv e  program  is  the w a y  to a cco m p lish  th ese  
im p ro v em e n ts  in  the m o st d irect and e f f ic ie n t  m anner. T h e^ b en e fits  
w ill  a ccru e  to  both resid en t co m m erc ia l fish erm en  as w e ll  as the  
p r o c e s s in g  lab or  fo r c e  through  in cr ea se d  f is h in g  o p p o r tu n itie s  and  
in crea sed  p r o c e s s in g  jo b s .
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SB  5 2 , F ish er ies  B u s in ess  T ax C redit

S e c t io n  1 . A  n ew  sec tio n  A S  4 3 .7 5 .0 3 5 , T ax cred its  for certa in  
c a p ita l e x p e n d itu r e s , is  added .

S u b s e c t f  (a) e s ta b lish e s  a fish er ie s  b u sin e ss  tax cred it fo r  certa in  
k in d s o f  ca p ita l ex p en d itu res  a b u sin e ss  m ak es to  im p ro v e  
p rod u ction  or p rod u ct. T h e m axim u m  cred it a llo w e d  is  50%  o f  the  
b u s in e ss1 raw  f ish  tax  lia b ility  (A S  4 3 .7 5 .0 1 5 ) .  T h e cred it m u st have  
a d v a n ced  app rova l b y  the D ep artm en t o f  R ev en u e .

S u b sec tio n  (b ) lim its  the ap p lica tion  o f  the in v estm en t cred its  to 
three c o n s e c u t iv e  y ea rs  m a x im u m  fo r  a p articu lar  b u s in e ss  
b e g in n in g  in  an y  y ea r  b e tw een  1998  and 2 0 0 0 .

S u b sec tio n  (c ) lim its  the am ount o f  th e  cred it to 50%  o f  the actual
v a lu e  o f  the in v e s tm e n t i t s e l f  u n less  a m u n ic ip a lity  w h ere  the  
fa c il ity  is  lo ca ted  a cts  to  in crea se  th is  lim it  under su b sec tio n  (d ).

S u b sec tio n  (d ) a llo w s  a m u n ic ip a lity  to  o ffer  an in creased  cred it to  a 
b u sin e ss  w ith in  its  b ou n d aries. T he added  cred it is  o f fs e t  from  the  
m u n ic ip a lity 's  p o rtio n  o f  shared  f ish ery  tax rev e n u es  under A S  
4 3 .7 5 .1 3 0 (h )  [S e e  * S e c . 2 .] . T he total am ount o f  the in creased  cred it  
under th is  su b sec tio n  is  lim ited  to  25%  o f  the in v estm en t v a lu e  in  the  
th ree  y ea r  p er io d .

S u b se c tio n  (e )  p ro h ib its  carrying  an e l ig ib le  cred it back  to  a prior
year. A n  e lig ib le  cred it m ay be carried  forw ard to the n ex t tax year
w ith in  th e  a llo w e d  three duration  y ea r  p eriod .



S u b se c tio n  ( f)  requ ires a tax  cred it a p p lican t to n o tify  in  the  
m u n ic ip a lity , i f  any, o f  th e  lo ca tio n  o f  the cap ita l in v estm en t and a 
sen d  a c o p y  o f  the cred it a p p lica tio n .

S u b se c tio n  (g )  cap s th e co m b in ed  cred its  from  sch o la rsh ip  
c o n tr ib u tio n s  under A S 4 3 .7 5 .0 3 2  (W in n  B r in d le ) and th e  in v e s tm e n t  
cred it under this se c tio n  to  50%  o f  tota l tax lia b ility .

S u b se c tio n  (h ) p roh ib its  (1 )  m u ltip le  tax cred its  on th e sa m e cap ita l 
e x p e n d itu r e , (2 )  cre d its  on  c a p ita l e x p en d itu res  b e tw e e n  b u s in e sse s  
h a v in g  su b sta n tia l co m m o n  o w n e rsh ip , and (3 )  tax cre d its  for  
b u s in e sse s  w h o  are in  arrears in th e p a y m en t o f  f ish ery  taxes.

S u b se c tio n  ( i)  g iv e s  the d ep artm en t au th ority  to  prepare the cred it  
a p p lic a tio n  form . T h e  d ep artm en t has 6 0  d ays after rec ep tio n  to  
a p p ro v e  or re ject an a p p lica tio n .

S u b se c tio n  (j) requ ires an n ual reports to  th e le g is la tu r e  on  the  
a c t iv it ie s  o f  the tax cred it program . T h e report m u st d escr ib e  certa in  
r esu lts  that h ave occu rred  b eca u se  o f  the program .

S e c t io n  2 . T w o  n ew  su b se c tio n s  are added  to A S  4 3 .7 5 .1 3 0 .  
S u b s e c tio n  (g )  h o ld s a m u n ic ip a lity 's  rev e n u e  sh arin g  h a rm less  from  
th e sta te 's  a llo w a n ce  o f  a cred it. S u b sec tio n  (h ) requ ires a 
m u n ic ip a lity  to  adopt an o rd in a n ce  d ire c tin g  the d ep artm en t to  
r e d u c e  its  f ish  tax r e v e n u e  share co m m en su ra te  w ith  an y  ad d ition a l 
tax c r e d it  that is  a llo w e d  under A S  4 3 .7 5 .0 3 5  (d ).

S e c t io n  3 .  A S  4 3 .7 5 .2 9 0  is  am en d ed  to  add d e fin it io n s  for  "capital 
e x p en d itu re" , " coo p era tiv e" , "product d iv er s ity " , " product quality"  
and " sea fo o d  in d u str ia l park".

S e c t io n  4 . T he date o f  the first report to  the le g is la tu r e  on the  
p rogram s e x p e r ie n c e  is  se t  for F ebruary 1 9 9 8 .

S e c t io n  5  a n d  6 . R e p e a le r  s e c t io n s  term in a te  th e tax  cre d it  
p rogram  on  January 1, 2 0 0 3  and the le g is la t iv e  report on  F ebruary  
15 , 2 0 0 3 .

S e c tio n  7 . Ju ly  1, 1997 e ffec tive  date.
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F I S H E R I E S  B U S I N E S S  T A X  C R E D I T  S T U D Y  

E X E C U T I V E  S U M M A R Y

P u r p o s e .  T h i s  r e p o r t  a d d r e s s e s  t h e  e f f e c t s  o f  t h e  F i s h e r i e s  B u s i n e s s  T a x  
C r e d i t  P r o g r a m ,  a n d  i t s  s t i m u l u s  t o  i n v e s t m e n t s  a n d  e m p l o y m e n t .  A n  a t ­
t e m p t  i s  a l s o  m a d e  t o  a d d r e s s  s e v e r a l  q u e s t i o n s  o f  i n t e r e s t :  w h a t  t y p e s  o f  
i n v e s t m e n t s  a r e  b e i n g  m a d e ,  w h e r e ,  a n d  b y  w h a t  t y p e s  o f  c o m p a n i e s - w h a t  
h a v e  t h e  c o s t s  t o  t h e  s t a t e  b e e n :  a n d  h o w  m u c h  m o r e  w i l l  t h e  e x i s t i n g  
p r o g r a m  c o s t .

T h e  t a x  c r e d i t  p r o g r a m .  T h e  p r o g r a m  o f f e r s  a  t a x  c r e d i t  f o r  c a p i t a l  
e x p e n d i t u r e s  t h a t  i n c r e a s e  p r o c e s s i n g  c a p a c i t y ,  p r o d u c t  q u a l i t v .  a n d  v i u e -  
a d d e d  p r o d u c t i o n .  C r e d i t s  a r e  l i m i t e d  t o  5 0 %  o f  a  f i r m ' s  t a x  l i a b i l i t y  a n d  to  
5 0 %  o f  q u a l i f i e d  e x p e n d i t u r e s .  I t  i s  s c h e d u l e d  t o  r u n  f o r  f iv e  y e a r s  ( 1 9 8 6 -  
1 9 9 1 ) ,  w i t h  r e g u l a t i o n s  d e f i n i n g  1 9 8 6 - 1 9 8 9  a s  t h e  t h r e e  y e a r  p e r i o d  d u r i n g  
w h i c h  q u a l i f y i n g  e x p e n d i t u r e s  m u s t  b e  m a d e .  C o m p a n i e s  c a n  e l e c t  t o  s t a r t  
t h e i r  t h r e e  y e a r  w i n d o w  o f  e l i g i b i l i t y  a t  a n y  t i m e  d u r i n g  t h a t  p e r i o d .  T h u s  
a l l  p r o j e c t s  m u s t  h a v e  b e e n  p r e a p p r o v e d  a n d  s u b s t a n t i a l l y  c o m p l e t e d  a t  t h i s  
t i m e .  C r e d i t s  c a n  n o w  b e  c a r r i e d  f o r w a r d  b y  c o m p a n i e s  w h o  s t a r t e d  t h e i r  
e l i g i b i l i t y  p e r i o d  i n  1 9 8 8  o r  1 9 8 9 .

E x p e n d i t u r e s . T h e r e  i s  n o  u n i f o r m  c o r r e l a t i o n  b e t w e e n  a c t u a l  q u a l i f y i n g  
e x p e n d i t u r e s  a s  r e p o r t e d  o n  t a x  f o r m s ,  e x p e n d i t u r e s  p r e a p p r o v e d  b y  t h e  
D e p a r t m e n t  o f  R e v e n u e ,  t o t a l  e x p e n d i t u r e s  a c t u a l l y  m a d e  a n d  t a x  c r e d i t s  
t a k e n .  G e n e r a l l y ,  a c t u a l  q u a l i f y i n g  e x p e n d i t u r e s  a r e  a  m i n i m u m  f i g u r e  fo r  
t o t a l  i n v e s t m e n t .  F o r  m o s t  f i r m s ,  t h e  l i m i t i n g  f a c t o r  w a s  5 0 %  o f  t h e i r  t a x  
l i a b l i l i t y ,  n o t  5 0 %  o f  t h e  q u a l i f y i n g  e x p e n d i t u r e s .  O v e r a l l ,  c r e d i t s  a r e  
e x p e c t e d  t o  t o t a l  a b o u t  3 5 %  o f  q u a l i f y i n g  e x p e n d i t u r e s .

A c t u a l  q u a l i f y i n g ,  e x p e n d i t u r e s  r e p o r t e d  o n  t a x  f o r m s  d u r i n g  t h e  p e r i o d  
1 9 8 6 - 1 9 8 8  t o t a l e d  $ 8 3 . 4  m i l l i o n .  T h e  D e p a r t m e n t  o f  R e v e n u e  h a s  p r e a p ­
p r o v e d  e x p e n d i t u r e s  o f  a b o u t  $ 9 2 . 0  m i l l i o n  f o r  1 9 8 9 ,  t n e  l a s t  y e a r  t h a t  
e x p e n d i t u r e s  c o u l d  b e  m a d e  a n d  s t i l l  q u a l i f y  f o r  c r e d i t .  S i n c e  f i s h e r i e s  t a x  
r e t u r n s  f o r  1 9 8 9  a r e  n o t  d u e  u n t i l  M a r c h  3 1  s t .  t h e  a c t u a l  d o l l a r  a m o u n t s  w i l l  
n o t  b e  k n o w n  f o r  s e v e r a l  m o n t h s .

U s i n g  t h e  e x p e r i e n c e  o f  t h e  p r e v i o u s  t w o  y e a r s ,  a c t u a l  e x p e n d i t u r e s  r e p o r t e d  
f o r  c r e d i t  w i l l  b e  a p p r o x i m a t e l y  $ 6 0  m i l l i o n .  6 5 %  o f  t h e  a m o u n t  p r e a p p r o v e d .  
T o t a l  r e p o r t e d ,  q u a l i f y i n g  e x p e n d i t u r e s  a r e  e x p e c t e d  t o  t o t a l  o v e r  $ 1 4 0  
m i l l i o n ,  b u t  t h i s  i s  a  m i n i m u m  n u m b e r  f o r  a c t u a l  i n v e s t m e n t ,  a s  s o m e
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F i g u r e  1. T o t a l  A n t i c i p a t e d  E x p e n d i t u r e s

A c t u a l  Q u a l i f i e d  1 9 8 6 - 8 8  a n d  A n t i c i p a t e d  1 9 8 9
(Figures are in Thousands)

SI 50.000 t-

S 1 0 0 .0 0 0 - -  

S50.000 -- 

SO: S

□ Bottomfish 

3  Traditional

1986-88 1989 Total

c o m p a n i e s  o n l y  r e p o r t  e n o u g h  e x p e n d i t u r e  t o  m a t c h  t h e i r  t a x  l i a b i l i t y ,  a n d  
s o m e  e x p e n d i t u r e s  a r e  d i s q u a l i f i e d  f o r  i t e m s  s u c h  a s  b u n k h o u s e s ,  w h i c h  a r e  
e s s e n t i a l  p a r t s  o f  t h e  o p e r a t i o n s .

I n c r e a s e  i n  S h o r e b a s e d  P l a n t  V a l u e .  C u r r e n t  e s t i m a t e s  p u t  t h e  t o t a l  
i n s u r e d  o r  a s s e s s e d  v a l u e  o f  s e a f o o d  p r o c e s s i n g  p l a n t s  a n d  e q u i p m e n t  i n  
A l a s k a  a t  $ 8 0 0  m i l l i o n  t o  $ 1  b i l l i o n  ( A l a s k a  S e a f o o d  I n d u s t r y  S t u d y ,  3 / 8 9 ) .  
E s t i m a t e d  q u a l i f y i n g  e x p e n d i t u r e s  m a d e  d u r i n g  t h e  p a s t  t h r e e  y e a r s  r e p r e ­
s e n t  a n  i n c r e a s e  o f  m o r e  t h a n  1 5 %  o f  t h e  t o t a l  v a l u e  o f  a l l  a c t i v e  p r o c e s s i n g  
f a c i l i t i e s  i n  t h e  s t a t e .

N u m b e r  o f  p a r t i c i p a n t s . S i x t y - s e v e n  f i r m s  r e p r e s e n t i n g  9 6  A l a s k a  p r o c e s s ­
i n g  f a c i l i t i e s  h a v e  o r  i n t e n d  t o  p a r t i c i p a t e  i n  t h e  f i s h e r i e s  t a x  c r e d i t  p r o g r a m .  
E x p e n d i t u r e s  a c t u a l l y  q u a l i f y i n g  f o r  c r e d i t  d u r i n g  t h e  1 9 8 6 - 1 9 8 8  p e r i o d  
w e r e  m a d e  a t  7 6  p l a n t s .  A p p l i c a t i o n s  f o r  e x p e n d i t u r e s  d u r i n g  1 9 8 9  a t  a n  
a d d i t i o n a l  1 3  f a c i l i t i e s  h a v e  b e e n  a p p r o v e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .  
C r e d i t s  o n l y  w e r e  t a k e n  o n  t a x e s  g e n e r a t e d  b y  7  f a c i l i t i e s  ( a n d  a p p l i e d  to  
e x p e n d i t u r e s  a t  o t h e r  p l a n t s  o w n e d  b y  t h e  s a m e  f i r m ) .

T a b l e  1. S i z e  a n d  N u m b e r  o f  F a c i l i t i e s '  E x p e n d i t u r e s  b y  R e g i o n

Size of Expenditure South Prince Cook Kod/ Aleut. Bristol AYK Total
(in thousands) East Will Inlet Chig Is. Bay

Less than $ 10.0 2 1 1 4
$ 10.0  - 100.0 7 1 2 2 2 14

$ 100.0 - 500.0 8 3 3 5 1 2 22
$500.0 - 1 .000.0 1 8 5 2 3 I 20

$ 1 ,000.0 - 2 .000.0 4 2 4 2 1 1 14
$2,000.0 - 5.000.0 2 2 3 1 1 9
$5,000.0 - 10 .000.0 1 1 2

S 10 .000.0 - 20.000.0 4 4
Total 24 9 18 16 10 9 3 89
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C o n c e n t r a t i o n  o f  M a j o r  I n v e s t m e n t s . I t  i s  e s t i m a t e d  t h a t  t h r o u g h  1 9 8 9 .  
22  f i r m s  w i l l  h a v e  m a d e  i n v e s t m e n t s  o f  m o r e  t h a n  S I  m i l l i o n  a t  e a c h  o f  2 8  
p l a n t s .  "This c a t e g o r y  o f  l a r g e  i n v e s t m e n t s  w i l l  t o t a l  a b o u t  S I 2 8  m i l l i o n  o r  
8 9  p e r c e n t  o f  t h e  t o t a l  e s t i m a t e d  e x p e n d i t u r e s  o f  a l l  p a r t i c i p a t i n g  f i r m s .

T h e  a p p r o x i m a t e  s i z e  o f  e x p e n d i t u r e s  a n d  n u m b e r  o f  p l a n t s  i n v o l v e d  i n  e a c h  
a r e a  o f  t h e  s t a t e  a r e  o u t l i n e d  i n  T a b l e  1. T h e  e x p e n d i t u r e s  c o l u m n  
r e p r e s e n t s  a c t u a l  e x p e n d i t u r e s  r e p o r t e d  t h r o u g h  1 9 8 8  p l u s  6 5 %  o f  1 9 8 9  
e x p e n d i t u r e s  p r e a p p r o v e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .

S70.000 T 
$60,000-- 
$50,000 -- 
$40,000-- 
$30,000-- 
$ 2 0 ,0 0 0 - -  
$ 1 0 , 0 0 0 - -  

$ 0 - -

F i g u r e  2 .  T o t a l  A n t i c i p a t e d  E x p e n d i t u r e s  1 9 8 6 - 8 9  b y  R e g i o n

(F igures  a re  in  T h o u s a n d s )
$66,386

$16,277 $16,753

SE PWS

$11,115

Cl

$7,547

BB

$753

AYK

E x p e n d i t u r e s  b v  R e g i o n .  T h e  s t a t e w i d e  t o t a l  o f  e s t i m a t e d  e x p e n d i t u r e s  
o v e r  t h e  l i fe  o f  t h e  t a x  c r e d i t  p r o g r a m  i s  p u t  a t  $ 1 4 3  m i l l i o n .  E x p e n d i t u r e s  
i n  t h e  A l e u t i a n  I s l a n d s  a r e a  a r e  e s t i m a t e d  a t  $ 6 6  m i l l i o n  o r  4 6 %  o f  t h e  t o t a l .  
T h e  b u l k  o f  e x p e n d i t u r e s  i n  t h e  A l e u t i a n  I s l a n d s  a r e a  a r e  r e l a t e d  t o  t h e  
c o n s t r u c t i o n  o t  f o u r  v e r y  l a r g e  b o t t o m f i s h  p l a n t s  u s e d  f o r  t h e  m a n u f a c t u r e  
o f  s u r i m i ,  f i l l e t s  a n d  m e a l .  S e e  F i g u r e  2 .

C o m p a r a t i v e l y  f e w  e x p e n d i t u r e s  w e r e  m a d e  i n  t h e  B r i s t o l  B a y  a r e a  (S 8  
m i l l i o n )  a n d  A Y K  a r e a  ($ 1  m i l l i o n ) .

C r e d i t s T a k e n . R e p o r t e d  e x p e n d i t u r e s  t o t a l e d  $ 8 3  m i l l i o n  d u r i n g  t h e  1 9 8 6 -  
1 9 8 8 . ,  g e n e r a t i n g  $ 4 2  m i l l i o n  i n  p o t e n t i a l  c r e d i t s .  O n l y  a b o u t  $ 2 3  m i l l i o n  
i n  a c t u a l  c r e d i t s  w e r e  a p p l i e d ,  a n d  t h e  c r e d i t  c a r r y  f o r w a r d  i s  a b o u t  $ 1 9  
m i l l i o n .  G e n e r a l l y ,  t h e  c r e d i t s  t a k e n  b y  m o s t  m a j o r  f i r m s  a r e  l i m i t e d  b y  t h e i r  
t a x  l i a b i l i t y  a n d  n o t  b y  t h e  s i z e  o f  t h e i r  q u a l i f i e d  e x p e n d i t u r e s .

C r e d i t s  O u t s t a n d i n g . T h e o r e t i c a l l y ,  o u t s t a n d i n g  c r e d i t s  c o u l d  e q u a l  $ 6 6  
m i l l i o n  ( h a l f  o f  t h e  1 9 8 9  p r e a p p r o v e d  a m o u n t  p l u s  t h e  a m o u n t  c a r r i e d  
f o r w a r d ) .  E s t i m a t i n g  6 5 %  o f  t h e  p r e a p p r o v e d  a m o u n t  a s  t h e  a c t u a l  
q u a l i f y i n g  e x p e n d i t u r e s  t h a t  w i l l  b e  r e p o r t e d  y i e l d s  a n  e s t i m a t e d  p o t e n t i a l  
c r e d i t  o u t s t a n d i n g  $ 4 9  m i l l i o n ,  a n d  a  t o t a l  p o t e n t i a l  c r e d i t  f i g u r e  o f  $ 7 1  
m i l l i o n .
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T h e  c a r r y f o r w a r d  o f  m o s t  f i r m s  w i l l  b e  e x h a u s t e d  b y  1 9 9 0 .  s o  c r e d i t s  t a k e n  
a r e  e x p e c t e d  to  b e  h i g h e r  1 9 8 8 - 1 9 9 0 .  a n d  l o w e r  i n  1 9 8 7  a n d  1 9 9 1 .  A l s o ,  t h e  
r e c o r d  h i g h  e x - v e s s e l ’ p r i c e s  o f  1 9 8 8  a n d  t h e  l a r g e  v o l u m e  o f  c l a i m s  a r e  l i k e l v  
t o  m a k e  t h a t  y e a r  t h e  p e a k .  C r e d i t s  a r e  l i k e l y  t o  d e c l i n e  s t e a d i l y  a f t e r  1 9 8 8 .  
a n d  t o  t o t a l  b e t w e e n  S 4 8  a n d  $ 5 5  m i l l i o n  o v e r  t h e  l i fe  o f  t h e  p r o g r a m .

O w n e r s h i p . O f  t h e  8 9  f a c i l i t i e s  w h e r e  e x p e n d i t u r e s  h a v e  o r  w i l l  b e  m a d e ,  o n  
t h e  o r d e r  o f  4 4  a r e  o w n e d  b y  A l a s k a  r e s i d e n t s  o r  A l a s k a - b a s e d  c o r p o r a t i o n s .  
2 4  b y  f o r e i g n  e n t i t i e s ,  a n d  2 1  b y  U .S .  c i t i z e n s  o r  c o r p o r a t i o n s  h e a d q u a r t e r e d  
o u t s i d e  o f  t h e  s t a t e .

F o r t v - o n e  p e r c e n t  o f  t h e  c r e d i t s  a c t u a l l y  a p p l i e d  t h r o u g h  1 9 8 8  w e r e  t a k e n  
b y  A l a s k a n  f i r m s .  2 9 %  b y  U S  f i r m s ,  a n d  3 1 %  b y  f o r e i g n  l i r m s .  B a s e d  o n  t h e  
t a x  l i a b i l i t i e s  o f  t h e  c o m p a n i e s  i n v o l v e d ,  t h e  1 9 8 9  a p p r o v e d  e x p e n d i t u r e s  
a n d  t h e  a m o u n t  o f  c r e d i t s  c a r r i e d  o v e r  f r o m  p r i o r  y e a r s ,  t h i s  r a t i o  i s  n o t  
e x p e c t e d  to  c h a n g e  a p p r e c i a b l y  i n  t h e  f u t u r e .

V a l u e  o f  t h e  T a x  C r e d i t  P r o g r a m .  I t  i s  n o t  p o s s i b l e  t o  d e t e r m i n e  w h a t  
i n v e s t m e n t s  i n  p l a n t  e x p a n s i o n  a n d  n e w  e q u i p m e n t  w o u l d  h a v e  b e e n  m a d e  
i n  t h e  a b s e n c e  o f  a  t a x  c r e d i t  p r o g r a m .  H o w e v e r ,  i t  i s  c l e a r  t h a t  t h e  p r o g r a m  
i s  r e s p o n s i b l e  f o r  a  s u b s t a n d a l l y  i n c r e a s e d  v o l u m e  o f  c a p i t a l  i n v e s t m e n t s  i n  
s h o r e b a s e d  f a c i l i t i e s ,  a n d  p r o b a b l y  i n  t h e  a b i l i t y  o f  A l a s k a n  a n d  U S  f i r m s  to  
p a r t i c i p a t e  i n  s h o r e b a s e d  b o t t o m f i s h  o p e r a t i o n s .

S i x  f a c i l i t i e s  w i t h  o v e r  $ 5  m i l l i o n  e x p e n d e d  m a k e  u p  4 5 %  o f  t h e  t o t a l  
a n t i c i p a t e d  q u a l i f y i n g  e x p e n d i t u r e s .  F o u r  a r e  f o r  n e w  p l a n t s ,  w i t h  t h r e e  
b o t t o m f i s h  o p e r a t i o n s  a n d  o n e  c a n n e r y .  ' I 'w o  a r e  m a j o r  e x p a n s i o n s  o f  
e x i s t i n g  p l a n t s ,  b o t h  i n t o  s u r i m i ,  f i l l e t  a n d  m e a l  p r o d u c t i o n .  T h e  t w o  
A l a s k a n  a n d  o n e  U S  F irm  i n v o l v e d  a i l  c o n c e n t r a t e d  e x t e n s i v e  t a x  c r e d i t s  f r o m  
f l o a t i n g  o p e r a t i o n s  t o  b u i l d  t h e i r  p l a n t .  P r i n c i p a l s  i n  e a c h  f i r m  r e p o r t  t h a t  
t h e  t a x  c r e d i t  p r o g r a m  w a s  a  m a j o r  f a c t o r  i n  t h e i r  d e c i s i o n  t o  i n v e s t  o n s h o r e .  
T h e  p r o g r a m  w a s  o f  l e s s e r  i m p o r t a n c e  t o  t h e  o t h e r  t h r e e  J a p a n e s e  o w n e d  
p l a n t s ,  w h o  h a v e  v e r y  l a r g e  f i s h i n g  c o m p a n i e s  b e h i n d  t h e m ,  a n d  w h o  a r e  
c o n s t r a i n e d  b y  l a w  f r o m  i n v e s t i n g  i n  f a c t o r y  t r a w l e r s .

O f  t h e  t o t a l  $ 1 4 3  m i l l i o n  i n  e x p e c t e d  q u a l i f y i n g  e x p e n d i t u r e s .  $ 7 9  m i l l i o n  
w a s  s p e n t  o n  b o t t o m f i s h  f a c i l i t i e s ,  a n d  $ 4 4  m i l l i o n  o n  t r a d i t i o n a l  s p e c i e s .  
T h e  t r a d i t i o n a l  s p e c i e s  i n v e s t m e n t s  h a v e  c o n s i d e r a b l y  i n c r e a s e d  p r o d u c t i o n  
c a p a c i t y ,  e s p e c i a l l y  r e f r i g e r a t i o n  c a p a c i t y ,  a n d  h a v e  c o n t r i b u t e d  s u b s t a n ­
t i a l l y  t o  p r o d u c t i o n  e f f i c i e n c i e s .

I n c r e a s e  i n  E m p l o y m e n t .  I t  i s  n o t  p o s s i b l e  t o  d e t e r m i n e  t h e  t o t a l  i n c r e a s e  
o f  e m p l o y m e n t  w h i c h  w a s  g e n e r a t e d  b y  p l a n t  e x p a n s i o n s ,  b e c a u s e  m o s t  
w e r e  i n c r e m e n t a l  e x p a n s i o n s  o r  i m p r o v e m e n t s  o f  e x i s t i n g  f a c i l i t i e s .  M o r e  
e f f i c i e n t  e q u i p m e n t  a n d  p r o d u c t i o n  s y s t e m s  m a y  e v e n  h a v e  r e s u l t e d  i n  t h e  
e l i m i n a t i o n  o f  a  f e w  j o b s .  H o w e v e r ,  f o u r  n e w  s u r i m i  p l a n t s  a l o n e  w h i c h  h a v e  
a l r e a d y  b e e n  c o m p l e t e d  o r  a r e  i n  t h e  f i n a l  s t a g e s  o f  c o n s t r u c t i o n  w i l l  e m p l o y  
a b o u t  7 5 0  p e o p l e  f u l l  t i m e .  A n o t h e r  n e w  f a c i l i t y  c o n s t r u c t e d  t o  h a n d l e  m o r e  
s e a s o n a l  “ t r a d i t i o n a l ” s p e c i e s  i s  e x p e c t e d  t o  e m p l o y  2 0 0 .  E m p l o y m e n t  
i n c r e a s e s  a s s o c i a t e d  w i t h  f i r m s  p a r t i c i p a t i n g  i n  t h e  t a x  c r e d i t  p r o g r a m  
p r o b a b l y  e x c e e d  1 . 0 0 0  p e r s o n s .
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F I S H E R I E S  B U S I N E S S  T A X  C R E D I T  P R O G R A M  R E P O R T

T y p e  o f  i n v e s t m e n t s  m a d e

A c t u a l  q u a l i f y i n g  e x p e n d i t u r e s  a s  r e p o r t e d  o n  1 9 8 7 - 1 9 8 8  t a x  r e t u r n s  w e r e  
a n a l y z e d  i n  d e t a i l .  T h e s e  e x p e n d i t u r e s  w e r e  c l a s s i f i e d  a s  b e i n g  i n  s u p p o r t  
o f  e i t h e r  b o t t o m f i s h  p r o c e s s i n g  o r  t h e  p r o c e s s i n g  o f  “ t r a d i t i o n a r  s p e c i e s  
s u c h  a s  s a l m o n ,  h a l i b u t ,  h e r r i n g ,  a n d  c r a b .  W i t h i n  t h o s e  t w o  c a t e g o r i e s  t h e  
f o l l o w i n g  c l a s s i f i c a t i o n s  w e r e  e s t a b l i s h e d :

D o c k / b u i l d i n g  r e p a i r  o r  e x p a n s i o n : M i n o r  a n d  m a j o r  e x p a n s i o n  o f  
e x i s t i n g  p r o c e s s i n g  b u i l d i n g s :  u t i l i t i e s  m a i n t e n a n c e  a n d  u p g r a d e  
( w a t e r ,  p o w e r ,  c o m m u n i c a t i o n s ,  w a s t e  d i s p o s a l ,  o u t f a l l s ) :  g e n e r a l  
p l a n t  w i r i n g ,  p l u m b i n g ,  h e a t i n g  a n d  o t h e r  s y s t e m s  m a i n t e n a n c e  a n d  
u p g r a d e :  s u p p o r t  f a c i l i t i e s  a n d  e q u i p m e n t  s u c h  a s  o f f i c e ,  l u n c h  
r o o m ,  g e n e r a t o r  s h e d .  s h o p ,  s u p p l i e s  s t o r a g e  s p a c e ,  o r  l o a d i n g  d o c k .

N e w  p l a n t  c o n s t r u c t i o n : C o n s t r u c t i o n  o f  a  t o t a l l y  n e w  b u i l d i n g  w h e r e  
o n e  d i d  n o t  p r e v i o u s l y  e x i s t .  C o n s t r u c t i o n  i n * a s s o c i a t i o n  w i t h  a n  
e x i s t i n g  p l a n t  w a s  i n c l u d e d  i n  t h i s  c a t e g o r y  i f  i t  i n v o l v e d  t h e  
c o n s t r u c t i o n  o f  a  n e w  b u i l d i n g  d e s i g n e d  t o  h a n d l e  p r o d u c t s  n o t  
p r e v i o u s l y  p r o c e s s e d .

F i s h  H a n d l i n g  e q u i p m e n t : E q u i p m e n t  a n d  c l o s e l y  a s s o c i a t e d  s t r u c ­
t u r e s  f o r  m o v i n g ,  t r a n s f e r i n g  a n d  h a n d l i n g  f i s h .  E x p e n d i t u r e s  i n  t h i s  
c a t e g o r y  w e r e  h e a v i l y  w e i g h t e d  t o w a r d  F ish  p u m p s ,  f o r k  l i f t s  a n d  
c r a n e s ,  a n d  a l s o  i n c l u d e d  c o n v e y o r s ,  p a l l e t  j a c k s ,  t r u c k s ,  h o i s t s ,  
e l e v a t o r s ,  c a r t s ,  v a n s ,  a n d  f l u m e s .

R e f r i g e r a t i o n / I c e : R e f r i g e r a t i o n  e q u i p m e n t ,  c o m p r e s s o r  b u i l d i n g s ,  
f r e e z e r s ,  r e f r i g e r a t e d  p r o d u c t  s t o r a g e  f a c i l i t i e s ,  r e f r i g e r a t e d  s e a w a t e r  
h o l d i n g  s y s t e m s ,  i c e  m a n u f a c t u r i n g  e q u i p m e n t ,  a n d  i c e  s t o r a g e  a n d  
d e l i v e r y  s y s t e m s .

S a l m o n  c a n n i n g  e q u i p m e n t  (“T r a d i t i o n a l ” c a t e g o r y  o n l y ) :  E q u i p ­
m e n t  u s e d  s p e c i f i c a l l y  i n  t r a d i t i o n a l  s a l m o n  c a n n i n g  o p e r a t i o n s :  
H o l d i n g  b i n s ,  w e i g h i n g  s y s t e m s ,  f i l l e r s ,  s e a m e r s ,  c a n  f o r m i n g  m a ­
c h i n e r y ,  a n d  s t e a m  p r o d u c t i o n  e q u i p m e n t .  ' I h e  e f f i c i e n c y  o f  t r a d i ­
t i o n a l  c a n n i n g  f a c i l i t i e s  w a s  s u b s t a n t i a l l y  i n c r e a s e d  b y  t h e  i n s t a l l a ­
t i o n  o f  e q u i p m e n t  s u c h  a s  a u t o m a t e d  w e i g h i n g  a n d  p a t c h i n g  s y s ­
t e m s .  A  n u m b e r  o f  f i r m s  a d d e d  o n e - q u a r t e r  a n d  o n e - h a l f  p o u n d  
c a n n i n g  l i n e s ,  w h i c h  w i l l  i n c r e a s e  t h e  f i n a l  p r o d u c t  v a l u e .

S u r i m i  / f i l l e t  e q u i p m e n t  ( b o t t o m f i s h  c a t e g o r y  o n l y ) : M a c h i n e r y  f o r  
r a w  p r o d u c t  b u f f e r  s t o r a g e ,  h e a d i n g ,  g u t t i n g ,  s k i n n i n g ,  f i l l e t i n g ,  
m i n c i n g ,  d e w a t e r i n g ,  m i x i n g  i n g r e d i e n t s ,  c a n d l i n g ,  t r i m m i n g  a n d  
p a c k a g i n g  p r o d u c t s .  M e a l  a n d  o i l  p l a n t s  a s s o c i a t e d  w i t h  b o t t o m f i s h  
s u r i m i  a n d  f i l l e t  o p e r a t i o n s  w e r e  i n c l u d e d  i n  t h i s  c l a s s i f i c a t i o n .
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G e n e r a l  p r o c e s s i n g  e q u i p m e n t : E q u i p m e n t  u s u a l l y  a s s o c i a t e d  w i t h  
t h e  p r o c e s s i n g  o f  t r a d i t i o n a l  s p e c i e s  a n d  p r o d u c t s  - ' s a l m o n ,  h e r r i n g ' ,  
h a l i b u t ,  s h e l l f i s h :  R a w  p r o d u c t  h o l d i n g  a n d  d i s t r i b u t i o n  s y s t e m s ,  
s c a l e s ,  t a b l e s ,  t o t e s ,  h e a d e r s  a n d  g u t t e r s ,  f i s h  w a s h i n g ,  g l a z i n g ,  
s t r a p p i n g  m a c h i n e s ,  c r a b  c o o k e r s ,  h e r r i n g  g r a d e r s ,  a n d  e q u i p m e n t  
f o r  e g g  p r o c e s s i n g  ( b r i n e  t a n k s ,  a g i t a t o r s ) .

A d d e d  v a l u e  e q u i p m e n t  (‘T r a d i t i o n a r  c a t e g o r y  o n l y ) :  E q u i p m e n t  
s p e c i f i c a l l y  u s e d  i n  t h e  p r o d u c t i o n  o f  v a l u e  a d d e d  p r o d u c t s :  S k i n ­
l e s s / b o n e l e s s  c a n n e d  s a l m o n ,  r e t o r t a b l e  p o u c h  p r o d u c t s ,  f i s h  m e a l  
a n d  o i l  n o t  e s p e c i a l l y  r e l a t e d  to  b o t t o m f i s h  o p e r a t i o n s ,  s m o k i n g ,  
s a l m o n  f i l l e t s  a n d  f i l l e t  l o g  p r o d u c t s ,  a n d  e q u i p m e n t  t o  f a c i l i t a t e  a i r  
f r e s h  o p e r a t i o n s .

T r a d i t i o n a l  S p e c i e s  I n v e s t m e n t s .

D u r i n g  t h e  1 9 8 6 - 1 9 8 8  p e r i o d .  $ 4 5 . 8  m i l l i o n  o f  t h e  S 8 3 . 4  m i l l i o n  t o t a l  
r e p o r t e d  o n  t a x  r e t u r n s  w a s  i n v e s t e d  i n  f a c i l i t i e s  a n d  e q u i p m e n t  d e v o t e d  
p r i m a r i l y  t o  t h e  p r o c e s s i n g  o f  t r a d i t i o n a l  s p e c i e s .  A b o u t  h a l f  o f  t h a t  a m o u n t  
w a s  i n v e s t e d  i n  t h e  i m p r o v e m e n t  a n d  e x p a n s i o n  o f  e x i s t i n g  b u i l d i n g s  a n d  
d o c k s  a n d  t h e  i n s t a l l a t i o n  o f  n e w  f r e e z i n g ,  c o l d  s t o r a g e  a n d  i c e  m a k i n g  
c a p a c i t y .

O f  t h e  $ 9 2  m i l l i o n  i n  e x p e n d i t u r e s  p r e a p p r o v e d  f o r  1 9 8 9 .  $ 2 9  m i l l i o n  w i l l  b e  
d e v o t e d  to  t h e  p r o d u c t i o n  o f  t r a d i t i o n a l  s p e c i e s .  A b o u t  6 5 %  o f  t h a t  a m o u n t ,  
o r  $ 1 9  m i l l i o n ,  i s  e x p e c t e d  t o  b e  r e p o r t e d  a s  q u a l i f i e d  e x p e n d i t u r e s  o n  t a x  
r e t u r n s .  O v e r  t h e  l i f e  o f  t h e  p r o g r a m .  $ 6 5  m i l l i o n  i n  q u a l i f y i n g ,  r e p o r t e d  
e x p e n d i t u r e s  w i l l  b e  i n v e s t e d .  F u r t h e r  d e t a i l s  a b o u t  t r a d i t i o n a l  s p e c i e s  
e x p e n d i t u r e s  a r e  p r o v i d e d  i n  T a b l e  2  a n d  F i g u r e  3 .

F i g u r e  3 .  A c t u a l  Q u a l i f i e d  E x p e n d i t u r e s  f o r  T r a d i t i o n a l  S p e c i e s  1 9 3 6 - 1 9 8 8

T o t a l  $ 4 3 , 8 3 6 . 9  T h o u s a n d

■ Upgrade Exist Plant 

□ New Plants

tD Handling Equip

88 Refrigeration. Ice 

□ Salmon Cannir3 

B General Equip 

E3 Added Value
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Tabic 2. A ctual Qualified Expenditures  1086-1988  on  Traditional Species

Utilities. New Handling Rcfrig, Ice, Salm on G eneral Added
buildings P lants  E q u ip m en t Freezing Canning E q u ip m en t Value Total

Southeast $2,133.1 $0.0 $580.7 $2,814.9 $3,518.8 $695.2 $912.9 $10,655.6
Prince William Sd $1,007.3 $4,169.7 $1,555.8 $1,672.6 $2,854.8 $738.1 $1,663.7 $13,662.0
Cook Inlet $2,904.9 $0.0 $481.8 $3,170.9 $4.1 $1,304.8 $71.0 $7,937,5
Kodiak $1,083.9 $23.8 $265.6 $2,415.9 $174.4 $903.7 $0 0 $4,667.3
Aleutian Islands $2,387.7 $0.0 $43.5 $129.4 $0.0 $0.0 $300.0 $2,860.0
Bristol Bay $1,042.8 $0.0 $238.3 $3,839.8 $357.9 $267.9 $0.0 $5,746.7
Arctic-Yuk-Kusk $22.5 $0.0 $6.0 $49.1 $0.0 $20.3 $9.3 $107.2
Total $ 1 0 ,6 8 2 .2 $4 ,193.5 $ 3 ,1 7 1 .7 $14 ,092 .6 $6 ,910 .0 $ 3 ,9 3 0 .0 $2 ,9 5 6 .9 $ 45 ,8 3 6 .9

Table 3. A ctual Qualified  Expenditu res  1986-1988  on B ottom fish

Utilities, New H andling Rcfrig, Ice, Surimi, G eneral
build ings P lan ts  E q u ip m e n t F reezing Fillet E q u ip m en t Total

Southeast $33.6 $0.0 $8.9 $63.0 $0.0 $18.8 $124.3
Prince Will Sd $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Cook Inlet $0.0 $0.0 $0.0 $0.0 $0.0 $14.0 $14.0
Kodiak $720.8 $1,789.0 $388.8 $1,775.7 $8,417.6 $394.9 $13,486.8
Aleutian Islands $8,839.2 $3,755.0 $440.8 $59.7 $10,767.1 $87.5 $23,949.3
Bristol Bay $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Arc-Yuk-Kus $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total $9 ,6 9 3 .6 $6,644 O $ 8 3 8 .5 $1 ,898 .4 $19 ,184 .7 $ 5 1 6 .2 $37 ,5 7 4 .4

Tabic 4. Tota l  Actual Qualified E xpenditu res  1986-88  an d  E s t im a ted  Qualifying E x p e n d i tu re s  for 1989*

Traditional Species B ottom fish Grund
1986-88 '89 Est* Total 1986-1988 '89 Est* Total Total

Southeast $10,655.6 $5,224.2 $15,879.8 $124.3 $272.7 $397.0 $16,276.8
Prince Will Sd $13,662.0 $2,613.1 $16,275.1 $0.0 $477.8 $477.8 $16,752.9
Cook Inlet $7,937.5 $3,163.6 $11,101.1 $14.0 $0.0 $14.0 $1 1.1 15.1
Kodiak $4,867.3 $3,400.3 $8,267.6 $13,486.8 $2,499.3 $15.986.1 $24,253.7
Aleutian Is. $2,860.6 $1,719.9 $4,580.5 $23,949.3 $37,856.3 $61,805.6 $66,386.1
Bristol Bay $5,746.7 $1,799.9 $7,546.6 $0.0 $0.0 $0.0 $7,546.6
Arc-Yuk-Kus $107.2 $645.3 $752.5 $0.0 $0.0 $0.0 $752.5
Total $ 4 5 ,8 3 6 .9 $18 ,666 .2 $64 ,403 .1 $37 ,674 .4 $41 ,106 .0 $78 ,680 .4 $ 1 4 3 ,0 8 3 .5



Bottomfish Expenditures.

B o t t o m f i s h  i n v e s t m e n t s  fo r  t h e  1 9 8 6 - 8 8  p e r i o d  t o t a l l e d  S 3 7 . 6  m i l l i o n .  A b o u t  
t h r e e - q u a r t e r s  o f  t h e  a m o u n t  w a s  i n v e s t e d  i n  n e w  p l a n t  c o n s t r u c t i o n  a n d  
s p e c i a l i z e d  e q u i p m e n t  fo r  t h e  p r o d u c t i o n  o f  f i l l e t s ,  s u r i m i  a n d  m e a l .  P r e a p ­
p r o v e d  1 9 8 9  e x p e n d i t u r e s  t o t a l  S 6 3  m i l l i o n  f o r  b o t t o m f i s h .  If  6 5 %  o f  t h e  
a m o u n t s  p r e a p p r o v e d  a r e  a c t u a l l y  r e p o r t e d  f o r  c r e d i t .  1 9 8 9  q u a l i f i e d  
e x p e n d i t u r e s  f o r  b o t t o m f i s h  w o u l d  b e  $ 4 1  m i l l i o n .  ( T a b l e  3  a n d  F i g u r e  4 . )

C o m b i n i n g  e x p e n d i t u r e s  r e p o r t e d  i n  1 9 8 7  a n d  1 9 8 8  a n d  6 5 %  o f  t h e  
a m o u n t s  p r e a p p r o v e d  i n  1 9 8 9  i n d i c a t e  t h a t  d u r i n g  t h e  l i fe  o f  t h e  t a x  c r e d i t  
p r o g r a m  A l a s k a  p r o c e s s o r s  w i l l  s p e n d  a t  l e a s t  S 7 9  m i l l i o n  to  i n i t i a t e  t h e  
p r o d u c t i o n  o f  b o t t o m f i s h  S e e  T a b l e  4 .

M o te  t h a t  q u a l i f y i n g  e x p e n d i t u r e s  r e p r e s e n t  a  m i n i m u m  f i g u r e  f o r  i n v e s t ­
m e n t .  S o m e  e x p e n d i t u r e s  a r e  d i s q u a l i f i e d ,  a n d  s o m e  c o m p a n i e s  o n l y  r e p o r t  
e n o u g h  e x p e n d i t u r e s  t o  m a t c h  t h e i r  a n t i c i p a t e d  t a x  l i a b i l i t y .  F o r  e x a m p l e ,  
o n e  n e w  s u r i m i  p l a n t  h a s  p r e a p p r o v e d  e x p e n d i t u r e s  u n d e r  t h e  t a x  c r e d i t  
p r o g r a m  o f  a b o u t  $  11 m i l l i o n .  T h i s  a m o u n t  i s  a p p a r e n t l y  s u f f i c i e n t  to  
m a x i m i z e  t h e  f i r m ' s  p o t e n t i a l  c r e d i t s  g i v e n  i t ' s  e x p e c t e d  t a x  l i a b i l i t y .  H o w ­
e v e r .  r e l i a b l e  i n f o r m a t i o n  i n d i c a t e s  t h a t  t h e  c o m p a n y  w i l l  a c t u a l l y  s p e n d  
n e a r l y  $ 6 0  m i l l i o n  o n  t h e  p r o j e c t .

■ Upgrade Exist Plant

□  New Plants

d  Handling Equip 

3  Refrigeration. Ice

□ Surimi. Fillet Eq

□ General Equip

F i g u r e  4 .  A c t u a l  Q u a l i f i e d  E x p e n d i t u r e s  f o r  B o t t o m f i s h  1 9 8 6 - 1 9 8 8

T o t a l  $ 3 7 , 5 7 4 . 4  T h o u s a n d

51.06%

Fisheries Business Tax Credit Report
Department of Commerce and Economic Development

8



Fisheries 
B

usiness 
Tax 

C
redit R

eport
D

epartm
ent of 

C
om

m
erce 

and 
E

conom
ic 

D
evelopm

ent

Tabic 5. Tota l C red its  Applied 1986-88, C arryover,  a n d  P re lim inary  Approved E x p e n d i tu re s  for 1989

Regional Analysis Tax C red its  Applied Total One-liulf M aximum T heore t ica l
Location Number 1987 1988 1986-88 C arryover 1989 T heore tica l C red its

* App Expend C red its O u ts tan d in g
Sotillieasl 24 $1,435.8 $2,044.9 $3,480.7 $1,909.1 $4,228.4 $9,618.1 $6,137 5
Prince William Sd 10 $1,733.1 . $1,860.3 $3,593.4 $3,237.8 $2,377 6 $9,208.8 $5.615 1
Cook Inlet 17 $1,131.5 $1,660.1 $2,791.6 $1,324.6 $2,433.5 $6,519.7 $3,758. 1
Kodiak 15 $1,985.6 $3,062.8 $5,048.4 $4.163.2 $4,538.2 $13,749.7 $8,701 3
Aleutian Islands 11 $903.8 $4,712.1 $5,615.9 $7,898.3 $30,443 2 $43,957.4 $38,341 5
Urlslol Bay 9 $683.9 $886.1 $1,570.0 $1.4 11.4 $1,384.5 $4,365.9 $2,795.9
Arcllc-Ywk-Kusk 3 $0.0 $21.4 $21.4 $32.2 $496.4 $550 0 $528 0
Total 89 $ 7 ,8 7 3 .7 $ 1 4 ,2 4 7 .7 $22 ,121 .4 $19 ,9 7 6 .6 $ 4 5 ,9 0 1 .7 $87 ,999 .6 $ 6 5 ,8 7 8 .3

Table 6. T o ta l  C red its  Applied 1986-88, C arryover,  an d  E s t im a te d  Qualifying E x p e n d i tu re s  for 1989*
O w nership  Analysis O ne-ha lf M axim um Mux Est

Tax Credlta  Applied Totul 1986-88 1989  E st E s t im a te d C red its
jo c a t io n Number 1987 1088 1986-88 C arryover Qual Exp* C red its O u ts ta n d in g

A-uskan Owned 44 $4,001.4 $5,290.8 $9,292.2 $3,152.7 $14,903.1 $27,347.9 $18,055.6
Ui Owned 21 $1,489.2 $4,795.8 $6,285.0 $1,675.1 $5,431.4 $13,391.5 $7,106.5
Ft. sign Owned 24 $1,989.3 $4,161.1 $6,150.4 $15,148.8 $9,501.6 $30,800.8 $24,650 4
ToU ia 89 $ 7 ,4 7 9 .9 $ 1 4 ,2 4 7 .7 $21 ,727 ,6 $19 ,976 .6 $29 ,8 3 6 .1 $71 ,5 4 0 .2 $ 4 9 ,8 1 2 .7

Far. > $1 Million 28 $5,164.8 $10,131.7 $15,296.5 $18,548.3 $25,340 8 $59,191.5 $43,895.0
Fac,> 65 million. 6 $1,109.2 $3,856.3 $4,965.5 $11,659.9 $19,100.1 $35,725.5 $30,760.0
Firms ;  $2 million 12 $5,886.9 $11.223.1 $17,110.0 $16,417.6 $25,870.6 $59,398 2 $42,288 2

’NOTE The e s t im a te d  '89 ex pen d i tu res  show n arc  65%  of the  preapproved a m o u n t .  See tex t  fur descr ip t ion .



Credits T a k e n

W h i l e  r e p o r t e d  e x p e n d i t u r e s  t o t a l e d  S 8 3  m i l l i o n  d u r i n g  t h e  1 9 8 6 - 1 9 8 8  
p e r i o d ,  o n l y  a b o u t  S 2 3  m i l l i o n  i n  a c t u a l  c r e d i t s  w e r e  a p p l i e d .  C r e d i t s  a r e  
l i m i t e d  to  5 0 %  o f  a  f i r m ' s  t a x  l i a b i l i t y  a n d  t o  5 0 %  o f  q u a l i f i e d  e x p e n d i t u r e s .  
G e n e r a l l y ,  t h e  c r e d i t s  t a k e n  b y  m o s t  m a j o r  f i r m s  a r e  l i m i t e d  b y  t h e i r  t a x  
l i a b i l i t y  a n d  r. ) t  b v  t h e  s i x e  o f  t h e i r  q u a l i f i e d  e x p e n d i t u r e s .  Q u a l i f i e d  
e x p e n d i t u r e s  m a d e  i n  1 9 8 6 - 1 9 8 8  g e n e r a t e d  p o te n t i a L i  c r e d i t s  o f S 4 2  m i l l i o n ,  
n e a r l y  t w i c e  a s  l a r g e  a s  t h e  a m o u n t  a c t u a l l y  a p p l i e d .  T h e  c r e d i t  c a r r y  
f o r w a r d  i s  a b o u t  S 1 9  m i l l i o n .  S e e  T a b l e  5 .

T h e  D e p a r t m e n t  o f  R e v e n u e  h a s  p r e a p p r o v e d  e x p e n d i t u r e s  i n  1 9 8 9  o f  S 9 2  
m i l l i o n .  T o t a l  t h e o r e t i c a l  c r e d i t s  p o t e n t i a l l y  e q u a l  S 8 8  m i l l i o n  ( h a l f  o f  t h e  
1 9 8 9  p r e a p p r o v e d  a m o u n t  p l u s  t h e  a m o u n t  c a r r i e d  f o r w a r d  a n d  t h e  a m o u n t  
a l r e a d y  c l a i m e d ) .  H o w e v e r ,  b a s e d  o n  p a s t  e x p e r i e n c e ,  q u a l i f i e d  e x p e n d i ­
t u r e s  a c t u a l l y  r e p o r t e d  o n  t a x  r e t u r n s  w i l l  b e  a b o u t  6 5 %  o f  t h e  a m o u n t  
p r e a p p r o v e d  " (8 6 0  m i l l i o n ) ,  g e n e r a t i n g  a n  e s t i m a t e d  c r e d i t  o f  8 3 0  m i l l i o n .  
A d d i n g  t h e  1 9 8 9  e s t i m a t e d  c r e d i t  a n d  t h e  1 9 8 7  - 1 9 8 8  c a r r y o v e r  ( $ 1 9  
m i l l i o n )  g i v e s  a  m o r e  p r o b a b l e  m a x i m u m  e s t i m a t e d  c r e d i t  o u t s t a n d i n g  o f  
$ 5 0  m i l l i o n .  S e e  T a b l e  6 .

A n t i c i p a t e d  T o t a l  R e v e n u e  I m p a c t s

I n v e s t m e n t s  i n  f a c i l i t i e s  a n d  e q u i p m e n t  p l a c e d  i n  s e r v i c e  d u r i n g  1 9 8 9  m a y  
b e  u s e d  t o  q u a l i f y  f o r  c r e d i t  t h r o u g h  1 9 9 1 .  H o w e v e r ,  c r e d i t s  a c t u a l l y  a p p l i e d  
w i l l  p r o b a b l y  p e a k  i n  1 9 8 8 ,  w i t h  t h e  s m a l l e s t  a m o u n t s  t a k e n  i n  1 9 8 7  a n d  
1 9 9 1 .  T h e  p r i c e  a n d  v o l u m e  o f  f i s h  a n d  s h e l l f i s h  a n d  t h u s  t a x  r e c e i p t s  ( a n d  
c r e d i t s )  a r e  e x p e c t e d  t o  b e  l e s s  i n  1 9 8 9  a n d  1 9 9 0  t h a n  i n  1 9 8 8 .  B y  1 9 9 1  m o s t  
f i r m s  w i t h  c r e d i t s  t o  c a r r y  f o r w a r d  w i l l  h a v e  e x h a u s t e d  t h e i r  3  y e a r  w i n d o w .  
T h e  o v e r a l l  c r e d i t s  a c t u a l l y  a p p l i e d  d u r i n g  t h e  l i f e  o f  t h e  t a x  c r e d i t  p r o g r a m  
a r e  e x p e c t e d  t o  t o t a l  b e t w e e n  $ 4 8  a n d  $ 5 5  m i l l i o n ,  a b o u t  6 0 %  o f  t h e  t o t a l  
c r e d i t s  p o t e n t i a l l y  a v a i l a b l e  ( $ 8 7  m i l l i o n ) .

P l a n t  O w n e r s h i p

I n  o r d e r  t o  s h o w  h o w  t h e  b e n e f i t s  o f  t h e  t a x  c r e d i t  p r o g r a m  a r e  d i s t r i b u t e d ,  
a n  a t t e m p t  w a s  m a d e  t o  c o m p a r e  e x p e n d i t u r e s  a n a  c r e d i t s  a p p l i e d  a c c o r d ­
i n g  t o  t h e  f o l l o w i n g  o w n e r s h i p  c a t e g o r i e s :  U . S . ,  F o r e i g n  a n d  A l a s k a .  T h e r e  
i s  n o  p r a c t i c a l  w a y  t o  “o f f i c i a l l y "  d e t e r m i n e  p l a n t  o w n e r s h i p  a n d  e v e n  
a r r i v i n g  a t  c o n s i s t e n t ,  m e a n i n g f u l  d e f i n i t i o n s  I s  d i f f i c u l t .  H o w e v e r ,  o w n e r ­
s h i p  o f  m o s t  m a j o r  f a c i l i t i e s  i s  c o m m o n  i n d u s t r y  k n o w l e d g e  a n d  i t  w a s  f e l t  
t h a t  i t  w o u l d  b e  m o r e  u s e f u l  t o  d o  a n  i m p e r f e c t  c o m p a r i s o n  t h a n  t o  a v o i d  t h e  
i s s u e .  K n o w l e d g e a b l e  i n d i v i d u a l s ,  n e w s  r e p o r t s  a n d  o t h e r  s o u r c e s  w e r e  
c o n s u l t e d  t o  h e l p  a r r i v e  a t  t h e  o w n e r s h i p  d e s i g n a t i o n s  u s e d .

F i r m s  a r e  d e s i g n a t e d  A l a s k a n  o w n e d  i f  t h e  p r e s i d e n t  o r  g e n e r a l  
m a n a g e r  r e s i d e s  i n  t h e  s t a t e ,  i f  i t  i s  o w n e d  b y  a  r e s i d e n t  c o r p o r a t i o n ,  
o r  i f  i t  i s  g e n e r a l l y  t h o u g h t  o f  a s  a  l o c a l l y  o w n e d  f a c i l i t y .  T h e r e  a r e  
i n s t a n c e s  w h e r e  a  f i r m  m a y  h a v e  b e g u n  o p e r a t i o n s  i n  t h e  s t a t e ,  h a s  
a  s i g n i f i c a n t  p r o p o r t i o n  o f  r e s i d e n t  s t o c k h o l d e r s  a n d  a  s u b s t a n t i a l  
p a r t  o f  t h e i r  m a n a g e m e n t  s t a f f  a r e  r e s i d e n t s ,  b u t  f o r  b u s i n e s s
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r e a s o n s  t h e  f i r m  e l e c t e d  t o  m o v e  t h e i r  c o r p o r a t e  o f f i c e s  o u t s i d e  t h e  
s t a t e .  S u c h  f i r m s  a r e  a l s o  t e r m e d  A l a s k a n .

F i r m s  a r e  d e s i g n a t e d  U . S .  o w n e d  i f  t h e y  a r e  k n o w n  to  b e  o w n e d  b y  
o u t s i d e  c o r p o r a t i o n s ,  i f  t h e y  h a v e  n e v e r  h a d  t h e i r  h e a d q u a r t e r s  i n  t h e  
s t a t e ,  i f  t h e r e  a r e  n o  k n o w n  s i g n i f i c a n t  r e s i d e n t  s t o c k h o l d e r s  a n d  i f  
m o s t  m a n a g e m e n t  s t a f f  h a v e  t h e i r  h o m e s  o u t s i d e  t h e  s t a t e .

F i r m s  a r e  t e r m e d  f o r e i g n  o w n e d  i f  r e p o r t s  i n d i c a t e  t h a t  a l l  o r  n e a r l y  
a l l  t h e  c o m p a n y  i s  h e l d  b y  f o r e i g n  n a t i o n a l s  o r  f o r e i g n  c o r p o r a t i o n s .  
I n  p r a c t i c e ,  f o r e i g n  o w n e r s  t e n d  t o  h a v e  f u l l  o w n e r s h i p  c o n t r o l  o f  t h e  
f i r m s  i n  w h i c h  t h e y  a r e  h e a i l y  i n v e s t e d .  T h o s e  f i r m s  c l a s s i f i e d  a s  
f o r e i g n  i n  t h i s  p a p e r  a r e  a l l  t h o u g h t  t o  h a v e  9 0 %  o r  m o r e  f o r e i g n  
o w n e r s h i p .

O f  t h e  8 9  f a c i l i t i e s  w h e r e  e x p e n d i t u r e s  h a v e  o r  w i l l  b e  m a d e  u n d e r  t h e  t a x  
c r e d i t  p r o g r a m ,  o n  t h e  o r d e r  o f  4 4  a r e  o w n e d  b y  A l a s k a  r e s i d e n t s  o r  A l a s k a -  
b a s e d  c o r p o r a t i o n s .  2 4  b y  f o r e i g n  e n t i d e s .  a n d  2 1  b y  U .S .  c i t i z e n s  o r  
c o r p o r a d o n s  h e a d q u a r t e r e d  o u t s i d e  o f  t h e  s t a t e .  S e e  T a b l e  6 .

F o r t y - o n e  p e r c e n t  o f  t h e  c r e d i t s  a c t u a l l y  a p p l i e d  t h r o u g h  1 9 8 8  w e r e  t a k e n  
b y  A l a s k a n  f i r m s ,  2 9 %  b y  U S  f i r m s ,  a n d  3 1 %  b y  f o r e i g n  t i r m s .  B a s e d  o n  c h e  
t a x  l i a b i l i d e s  o f  t h e  c o m p a n i e s  i n v o l v e d ,  t h e  1 9 8 9  a p p r o v e d  e x p e n d i t u r e s  
a n d  t h e  a m o u n t  o f  c r e d i t s  c a r r i e d  o v e r  f r o m  p r i o r  y e a r s ,  t h i s  r a d o  i s  n o t  
e x p e c t e d  t o  c h a n g e  a p p r e c i a b l y  i n  t h e  f u t u r e .

F i g u r e  3 .  N u m b e r  a n d  O w n e r s h i p  o f  F a c i l i t i e s  P a r t i c i p a t i n g

2 5  -i-

SE PWS Cl KD AI BB AYK

C o n c e n t r a t i o n  o f  M a j o r  I n v e s t m e n t s

T h r o u g h  1 9 8 8 ,  1 4  f i r m s  h a d  m a d e  i n v e s t m e n t s  o f  m o r e  t h a n  $ 1  m i l l i o n  a t  
1 8  p l a n t s .  T h e s e  l a r g e  i n v e s t m e n t s  a m o u n t e d  t o  $ 6 5  m i l l i o n  o r  a b o u t  7 7 %  
o f  a i l  i n v e s t m e n t s  m a d e  d u r i n g  t h e  p e r i o d .  A s  a  r e s u l t  o f  t h e s e  i n v e s t m e n t s ,  
c r e d i t s  t o t a l i n g  $ 1 8 . 2  m i l l i o n  w e r e  a c t u a l l y  a p p l i e d .  T h i s  a m o u n t  r e p r e ­
s e n t e d  7 9 %  o f  a l l  c r e d i t s  t a k e n  d u r i n g  t h e  p e r i o d .  S e e  T a b l e  7 .
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A d d i n g  6 5 %  o f  1 9 8 9  p r e a p p r o v e d  e x p e n d i t u r e s  to  t h o s e  r e p o r t e d  t h r o u g h  
1 9 8 8  g i v e s  a n  e s t i m a t e  o i  t o t a l  e x p e n d i t u r e s  t h r o u g h  t h e  l i fe  o f  t h e  c r e d i t  
p r o g r a m .  T h r o u g h  1 9 8 9 .  2 2  f i r m s  w i l l  l i k e l y  h a v e  m a d e  i n v e s t m e n t s  o f  m o r e  
t h a n  S I  m i l l i o n  a t  e a c h  o f  2 8  p l a n t s .  T h i s  c a t e g o r y  o f  l a r g e  i n v e s t m e n t s  w i l l  
t o t a l  a b o u t  S 1 2 8  m i l l i o n  o r  8 9 %  o f  t h e  t o t a l  e s t i m a t e d  e x p e n d i t u r e s  o f  a l l  
p a r t i c i p a t i n g  f i r m s .

T o t a l  e x p e n d i t u r e s  b y  c o m p a n y  f o r  t h e  l i fe  o f  t h e  t a x  c r e d i t  p r o g r a m  a r e  
e s t i m a t e d  b e l o w :

T a b l e  7 .  C o m p a n y  E x p e n d i t u r e s  b y  S i z e

E x o e n d i t u r e ?  N u m b e r  o f  f i r m s S l n v e s t e d %  o i T o t a l
O v e r  S I  m i l l i o n 2 2 S 1 2 8  m i l l i o n 8 9 %
o v e r  $ 2  m i l l i o n 12 $ 1 1 4  m i l l i o n 7 9 %
o v e r  $ 5  m i l l i o n 8 $ 9 9  m i l l i o n 6 9 %
o v e r  S 10  m i l l i o n 5 $ 7 5  m i l l i o n 5 2 %
o v e r  S 15 m i l l i o n 2 $ 4 3  m i l l i o n 3 0 %
o v e r  S 2 0  m i l l i o n 1 $ 2 6  m i l l i o n 1 7 %

A r e a s

A r e a  d e s i g n a t i o n s  u s e d  i n  t h i s  p a p e r  a r e :

S E :  S o u t h e a s t , i n c l u d e s  Y a k u t a t
P W S :  P r i n c e  W i l l i a m  S o u n d , i n c l u d e s  S e w a r d
C l :  K o d i a k , i n c l u d e s  C h i g n i k

A I :  A l e u t i a n  I s l a n d s , i n c l u d e s  S a n d  P o in t .  K i n g  C o v e
B B :  B r i s t o l  B a v . i n c l u d e s  P o r t  M o l l e r .  T o g i a k
A Y K :  A r c t i c .  Y u k o n .  K u s k o k w l m  - I n c l u d e s  p o i n t s  n o r t h  o f  

T o g i a k  a n d  i n t e r i o r  r i v e r s .

Fisheries Business Tax Credit Report
Department of Commerce and Economic Development

12



C P C P r^ \

n
&

/ TONY KNOW LES, GOVERNOR

/ PLEASE REPLY TO:

DEPARTMENT OF LAW /
a 1031 W EST 4TH AVENUE. SUITE200 

ANCHORAGE, ALASKA 99501-1994 
PHONE: (907)269-5100 
FAX: (907)276-3697

OFFICE OF THE ATTO RNEY GENERAL
KEY BANK BUILDING 
100 CUSHMAN ST., SUITE 400 
FAIRBANKS, ALASKA 99701-4679 
PHONE: (907)451-2811
FAX: (907)451-2846

January 30, 1997

P.O. BOX 110300-DIMOND COURTHOUSE 
JUNEAU, ALASKA 99811-0300 
PHONE: (907)465-3600
FAX: (907)465-6735

The Honorable Jerry Mackie 
Alaska State Senate 
State Capitol, Room  427  
Juneau, AK 99801-1182

RE: Omission o f  landing tax, AS 43 .77, from 
SB 52

Dear Senator Mackie:

I have been in touch with your staff to alert you to an om ission regarding SB 52 
that may have been inadvertently overlooked: the bill amends the Fisheries Business Tax,
AS 43.75, but does not amend the complementary Fisheries Landing Tax, AS 43.77. Your staff 
asked me to state these concerns, as briefly as possible, in a letter. This letter w ill address only 
the concern raised by the om ission o f  the landing tax from the credit provided by the bill.

A s you know, the American Factory Trawlers Association (AFTA) has vigorously  
attacked the constitutionality o f  the landing tax. One o f  AFTA’s arguments is that the tax 
discriminates against interstate commerce. The Departments o f  Law and Revenue have been 
defending the landing tax. W e argue that the landing tax does not discriminate because in-state 
processors pay a complementary tax, the Fisheries Business Tax, AS 43.75.

W e believe w e have a veiy strong case under the complementary tax doctrine.
Our argument requires, however, that the tax rate under landing tax “not exceed the amount o f  
the tax on intrastate commerce." Oregon Waste Sys. v. Dep't ofEnvtl Quality, 114 S. Ct. 1345, 
1352 (1994J (citing State o f Alaska v. Arctic Maid, 366, U .S. 199, 204-05 (1961)). Tax credits 
may affect the effective tax rates, and complementary taxes should be considered in tandem. As 
you may recall, last session the legislature retroactively amended the landing tax to provide credits 
previously available only under the fisheries business tax. Ch. 81, SLA 1996. The concern raised 
by SB 52 is that making credits available under the fisheries business tax that are not available 
under the landing tax is unfair and counter to the careful balance required under the 
complementary tax doctrine.
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W e understand from your staff that SB 52 is based on earlier legislation from the
middle I980's, adopted before the fisheries business tax had a sibling tax, and that no deliberate 
decision w as made to exclude the landing tax from this credit provision. W e recommend that the 
bill be amended to apply equally to AS 43.77 and that the provision limiting the credit to shore- 
based facilities be eliminated.

cc: Pat Pourchot, Legislative Liaison, Office o f  the Governor
Bruce Botelho, Attorney General, Department o f  Law  
Deborah Vogt, Deputy Commissioner, Department o f  Revenue 
Deborah Behr, Assistant Attorney General, Department o f  Law  
Chrystal Smith, Special Assistant, Department o f  Law

I f  you have any questions, feel free to call me.

Very truly yours,

BRUCE M. BOTELHO  
ATTORNEY GENERAL

Stephen C. Slotnick  
Assistant Attorney General


