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The IRS has been engaging in the outrageous seizure and sales of
Alaska commercial fishing entry permits to collect past due taxes. |
sincerely believe all taxpayers must act in good faith to meet their
federal tax obligations, but it is not necessary or prudent to take
away a fisher's basic right to work in order to collect federal taxes.

Recently, the IRS sold an entry permit with only two days notice to
the State of Alaska. During this sale they sold the permit which was
valued at $30,000 for only $5,005. The IRS has threatened to seize
seven entry permits in the Dillingham area at this time, as well as
threatening a widow in Anchorage with the sale of her deceased
husband's fishing privileges for as little as $3,000.

Commercial fishermen who lose their entry permits are deprived of
their ability to make a living. Additionally, fishermen are deprived
of their means to earn money to repay their debts to the IRS. It is
certainly in the best interest of the federal government to recoup
back taxes through the income earned by entry permit holders
rather than to recover an insignificant amount through the sale of
Alaska commercial fishing entry permits at 10 cents on the dollar
The actions of (he IRS appear to be calculated to do harm to an
Alaska citizen rather than to raise revenue. Alaskan limited entry
permits are use privileges; only the state reserves the right to cancel
or modify such privileges without compensation. AS 16.43.150 (e).

HJR 23. requests our Alaska congressional delegation to use any
means available to them to assure that the IRS will collect past due
taxes from income generated by the sale of fish and the voluntary
sale of entry permits, to ensure that the IRS complies with federal
law to avoid inflicting economic hardship on a taxpayer, and to
protect fishing privileges and the right to work of Alaska fishermen.

REPRESENTING
alaskas Capital city
— H- — »
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Jeffref D. Currier Telephone
BOROUGH MANAGER (907) 246-4224
Fax
P.O. Box 139
Naknek, Alaska 99633 (907) 248-683

Naknek, South Naknek,and King Salmon, Alaska

Resolution 97-7

A resolution supporting HIJR 23: Relating to seizure and sale of
commercial fishing entry permits by the U.S. IRS

Whereas, Alaska fishermen possess limited entry permits to provide a living for
themselves and their families and;

Whereas, the Alaska Commercial Fisheries Entry Commission, for the State of
Alaska, has negotiated in good faith with the Internal Revenue
Service to retain ownership of limited entry permits for Alaskan
fishermen and;

Whereas, the Internal Revenue Service entered into a formal Memorandum of
Understanding with the State of Alaska under which the Internal
Revenue Service agreed to cooperate with the State in good faith
before selling seized entry permits and;

Whereas, the Internal Revenue Service persists in seizing and selling entry
permits even when the seizure results in significant economic
hardship to the commercial fishermen in spite of federal law (26
U.S.C. 6343) which requires the IRS to release levy to avoid
inflicting economic hardship on a taxpayer and;

Whereas, HJR 23 asks the Alaska Congressional Delegation to work with the
IRS to help the State of Alaska and the fishermen by allowing back
taxes to be taken out of income earned instead of by seizure and sale
of limited entry permits;

Therefore Be It Resolved that the Bristol Bay Borough go on record as
supporting HIR 23.

Passed and approved by the Assembly of the Bristol Bay Borough,
Alaska this 17th day of March 1997.

I n d
y__
Presiding Officer -

ATTEST:
Boroug

Support



'ordova L /istrict Fisherm en U nited

Celebrating 62 Years of Service to Commercial Fishermen in Cordova, Alaska
P.O. Box 939 Cordova, Alaska 99574 / Telephone (907) 424*3447 | Fax (907) 424*3430

March 6. 1997

Oral testimony given re: HJR 23 (Relating to the seizure and sale of commercial fishing
entry permlts}/

Sent via facsimile to House Resources (907) 465-2273 and 465-2197

Good afternoon. Mr. Chairman and committee members, my name is Chcri Shaw. | am Executive Director
of Cordova District Fishermen United (CDFU) and will be speaking on behalf of CDFU and myself this
afternoon.

CDFU fully supports HIR 23. The Internal Revenue Service (IRS) bas gone back on its agreement with
the State regarding the seizure and sale of limited entry permits. Last summer, the IRS in conjunction with
the Commercial Fisheries Entry Commission (CFEC), the Division of Investments, myself as the
commercial fishing representative and other interested parties came together for the Alaska Symposium.
The purpose of the symposium was to brainstorm ideas that would help fishing taxpayers in arrears satisfy
their tax obligation to the IRS.

During the symposium, many intelligent solutions were discussed and the participants were given
instructions to investigate the possibilities of implementing at least some of the ideas. Two examples of
ideas discussed were, 1) coding a permit holders card to flag the tender or processor to hold out part of the
fisherman’s settlement and 2) starting a withholding program in the llshing industry as in other
businesses.

The IRS is losing money for the federal government by forced sales of limited entiy permits. Some sales
result in permits being given away for ten cents on the dollar, not even meeting the taxpayer’s original
obligation. The buyer of the permit is also a victim in this transaction by not bang able to fish the permit
until the transfer is finalized. This can result in litigation, causing more money and time to be spent.
Working with the delinquent taxpayer from the beginning could have alleviated the dispute.

Patience, understanding and education of the delinquent taxpayer has reaped rewards far beyond the strong
arm tactics used by the revenue officers. When given adequate notice of a proposed forced sale, CFEC has
intervened and successfully counseled many fishermen on the programs available for their utilization. The
tax obligation loan program which has already expended more than S4.5 million dollars to the IRS has
been an extremely successful program and will hopefully be reauthorized this legislative session.

It is high time for the State of Alaska to stand up to the self-proclaimed bounty hunters and let them know
they’ve gone too far. Respect Is given to those who keep their word.

Mr. Chairman and committee members, | will reiterate Cordova District Fishermen United’s support for
HJR 23 and answer any questions you may have. Thank you for the opportunity to testify before you
today.

Sincerely,

Cberi Shaw, Executive Director
Cordova District Fishermen United

TOTAL P.OL



UNITED FISHERMEN OF ALASKA

211 Fourth Street, Suite 112
Juneau, Alaska 99801
907/586-2820

February 26, 1997 Fax: 907/463-2545

The Honorable Bill Hudson

Alaska State House of Representatives
State Capitol Building, Room 108
Juneau, Alaska 99801-1182

Dear Representative Hudson:

United Fishermen of Alaska supports HJR 23.

UFA believes that all tax payers should fileand pay their federal tax obligation.

Currently, the IRS has the ability to collect back taxes during the fishing
season, through the seizure of fishing vessels, and the voluntary sale of entry
permits. When the IRS auctions off limited entry permits, it puts undo
hardship on fishing families and the State of Alaska, as well as threatening

communities.

Limited entry permits with a value of $30,000 are being sold by the IRS for as
little as $3,000. Selling permits will not help pay future tax obligations or
protect an individual3 right to work. The Commercial Fisheries Entry
Commission has taken every measure to help and cooperate with the IRS.

UFA does not believe the IRS should threaten to or take away the commercial
fisherman3 ability to make a living. UFA believes the IRS should work
cooperatively with the Alaska Commercial Fisheries Entry Commission in its
outreach program to assist the commercial fisherman whose taxes are in

arrears.
UFA urges the passage of HJR 23 to protect state rights.

Sincerely.

Jerry McCune, UFA Lobbyist
"*and Immediate Past President

- - EMBER OfIfIANq/iTKtfg . -
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TONY KNOWLES Bob King

(PE%/EE%()){ 10001 Press Secretary
U laire Richardson
Juneau, A][aSka 99311-0001 Depliy Pre?s Secretary

807-485-3500

NEWS RELEASE
FAX: 307-485-3533

FOR IMMEDIATE RELEASE: March 4, 1996 96-049

ENTRY COMMISSION DENIES IRS SALMON PERMIT TRANSFER
Knowlee Calls Federal iieizura of Permits Harsh, Unwarranted

Saying It's wrong to take away a person's livelihood to settle a tax debt, Governor
Tony Knowles today applauded the Commercial Fisheries Entry Commission's
decision to deny a request by the Internal Revenue Service (IRS) to transfer a
salmon fishing permit held by a Hydaburg man.

In a 60 page decision released today, the commission, a quasi-jud’cial body, ruled
the IRS acted beyond its federal statutory authority in making the request to
transfer the permit to the high bidder in a permit auction. Although the IRS has
attempted to seize and force the sale of Alaska entry permits for moro than a
decade, this is the first time the commission has been called upon to issue a formal

decision on the subject.

"Taking away an Alaska fisher's right to fish is harsh, unwarranted, and counter-
productive," Knowles said. "It is just wrong for the IRS to taka away an
Individual's entry permit - their right to work - when other means to collect taxes
from Alaska fishers are readily available. Seizing a permit from an isolated fishing
community may well push an entire family onto the welfare rolls at a time when
the state and federal government are looking for ways to get people off welfare

and back to work."

Knowles noted that commercial fishers are an easy target for the IRS since the
state maintains meticulous catch records. But he also noted that the state has
taken extraordinary measures to cooperate with the IRS. For several years, the
Entry Commission has urged Alaska fishers to meet their tax obligations. In

addition, the state has committed $3.6 million in secured loans through its tax

obligation loan program.

"This issue is |mvb)ortant to maintain jobs and protect families along Alaska's coast,
Knowles said. "We must resist federal intervention that blocks access to traditional
fisheries, destroys an individual's ineans of earning a living, threatens communities
and directly interferes with Alaska's comprehensive fisheries management system.”

n
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crp TONY KNOWLES. GOVERNOR

owo GLACIER HWY, #109
JUNEAU. AK M901

M9
COMMERCIAL FISHERIES ENTRY COMMISSION 88; ;g%(éallgg IcgﬁaméngCoIh
ar Bucmaci

907) 789-6170 FAX
(907) 789-6180 BBS

February 14, 1997

Mr. Paul Beene

District Director
Internal Revenue Service
915 Second Avenue
Seattle, WA 98174

FAX: (206) 220-6045

Dear Paul:

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

fundamental 1issues we must address.
Our Existing Agreement

First, your January 14 letter acknowledges the State of Alaska has paid the
IRS more than 54.5 million in 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 abest 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 fishing privileges is an actionable breach of
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 Corp., 518 U.S. __ , 116 S.Ct. 2432. 135 |.Ed.Zd

964 (1996).

Our primary concern is IRS performance of its express duty t.o cooperate
with the State in good faith under our existing agreement. This promise is
virtually the only consideration given by the Federal Government 1n contrast to
the substantial commitment of resources and money provided by the State. Now
that, the Federal Government has reaped the substantial rewards of the contract,

BACKGROUND
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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 providp reasonable notice
of IRS targets in order to allow for meaningful intervention and help well before
an IRS seizure and attempted forced sale or 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 in 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 ryj loss of fishing
privileges, a result which the IRS effort, alone, did not accomplishprior to our
collaboration.

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 My 16, 1996,
during a phone conversation with former Commissioner Homen and me, you stated,
in return for further commitments by the State, IRS would discuss not seizing
entry permits. Subsequently, at our July 19, 1996 meeting, in the presence of
more than 30 people, you offered to discuss eliminating forced sales of entry
permits pursuant to an agreement under which the IKS would collect from the
proceeds of fish sales instead of forcing the sale of Alaska limited fishiny
privileges. In consideration, | offered to discuss potential changes to state
law that would support IRS' collections.

A group of participants (including at least one Representative of our
Congressional Delegation) met immediately following our July meeting and
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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 tho 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 the State through
those IRS proposals. For the State to elect to do so, the IRS must 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 mure 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 assume responsibilities for the IRS, and you

assert:
[t]hese proposals are what the IRS is offering the

State.

The Federal government is not the creator of State law. Iherefore, 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 is 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 he in the water catching fish.
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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 in 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 26 USC 86343. 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 86343
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 leLter 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 IRS Form 4585, the IRS assured a taxpayer
targeted for your pre-Christmas sale: "The minimum bid price Is established to
protect yuur interests in the property.” This written representation was
deceptive. The IRS set the minimum bid at $3,375, which is a fraction of the
average $30,000 for an authorized State transfer. Affidavits provided to CFEC
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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 Offirpr
volunteered "the Commissioner of the IRS is aware of the situation and the matter
is receiving attention at the highest levels at the IRS Washington D.C.,
headquarters™ and, also, the IR. Intended to pursue its disagreement with the
State of Alaska "to a conclusion that is satisfactory to the IRS." Rased 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 wo fail to meet your
expectations for future negotiations, "fishing entry permits will continue to be
seized and sold [and thereby] endangerf] the interests of Alaska taxpayers (e.g.,
devalued fishing permits, permits sold to non-Alaskans).” 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 to sell her fishing privileges and those
of her deceased husband for as little as $3,000.

In addition to disrupting orderly implementation of the Loan Program, IRS
pre-Christmas actions and threatened actions 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. W 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 LanL_Jdges under.
State law, YOUI' pre-Christmas actions damaged the climate for cooperation betwf |
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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 W 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. W
committed to explore that alternative. When we talked last Friday, you asked
again about this possibility, and | told you the door was not closed to this
option. Accordingly, you prepared a letter to Covernor 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 the five collection agencies hired by the IRS were able to
contact only about %% 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 accompi ish our
respective goals, largely without counterproductive adversarial conflict. W
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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 wc are working
together.

Fourth, our cooperation has identified 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 operatiuus, 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 to be productive.

This week, after conferring with  the Commission and the Division of
Investments, State Representative Ivan introduced HB 123 to extend the Tax
Obligation Loan Program. While this is a positive first 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. W need meaningful numbers 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 is the same information werequested more than a year ago
consistent with our agreement. lhe numbers you employed 1nyour January 14
letter suggest a substantial improvement of at least 58% However, the figures
you employed in your more recent letter to the Governor appear inflated. Wb need
some real information from the IRS to present to the Legislature and the
Governor.
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In the Interim, we have to operate with the sunset of the Loan Program in
mind. He 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
ot the IRS, the State has already modified its regulations governing permanent
fund dividend recipients. M. Joseph and | 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 thisletter, we must have meaningful notice
of IRS' targets for seizure and sale well in advance of any action bythelRS so
as (1) not todisrupt our planned cooperative efforts, and (2) to allow
sufficient time for intervention and help well before an IRS seizureandforced

sale.

The Legislature is in session for only 120 days. W hope you will address
these poinls at our meeting on Wednesday, February 19.
Yours truly,
COMMVEROAL FISHERIES BENTRY COVMSSION
Dale Anderson, Commissioner

Marlene Johnson, Commissioner
Bruce Twomley, Chairman

Enclosure
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COMMERCIAIL I'ISII-RIF.S f-NTRY COMMISSION
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The Honorable Bill Hudson
Alaska State Representative
Room KM State Capitol
Juneau. AK WM -1 |S2

Dear Representative Hudson:

The enclosed correspondence will bring you up to date on IRS’ efforts to force
sales of Alaska’s limited fishing privileges. For more information about the .*dividual
Alaskans who are the targets of IRS’ forced sales, we encourage you to contact the
Alaska Business Development Center at tl)II*) 562-0335.

As the correspondence provides in more detail, the IRS drew the State into
discussions last summer with an offer that now appears to have been an exercise in bait
and switch. IRS’ new. substitute offer appears to be a sham. (Enclosure A)

Additionally, as the talks were going forward. IRS--eontrarv to its existing written
Memorandum of U nderstanding with Alaska-gave the State two days' notice and
scheduled pre-Christmas sales of two limited entry permits. IRS announced these sales
were directed from its highest levels in Seattle and Washington. D.C.

For its pre-Christmas sales. IRS targeted two tishcrs with dependents who already
live on the edge of povertv. IRS offered to sell their $30,000 entry permits for as little as
S3.375.00.

On very short notice, the Alaska Buxines'. Development Center intervened on
behalf ot tiile permit holt* The Alask.i Business Development Center timely .ipplied
to the IRS Director to  .isc the levies .md cancel the sales, because the forced stiles
would cause economic  Jship to the permit holders and those dependent upon them.
The IRS Director has a duty under existing Federal Statute 26 USC §6343 to release a
levy to avoid inflicting economic hardship on a citizen. The IRS Director failed to
respond to the .Alaska Business Development Center’s request.

As the result of furher efforts by the Alaska Business Development Center. IRS'
Problem Resolution Officer intervened and temporarily postponed one of the s.ies. IRS
sold the other permit held by an older .Alaska Native for $5,005.

As Administrative Law Judges, we at the Entry Commission are required by law
to rule on a request to transfer arising from the forced sale. To preserve our ability to
perform this function, we can not carry on further negotiations with the IRS while this
matter is pending.



January M. 1997

In (lie "leantime. h™\w w i. the t :t. losed lettei limn IRS' Dueeim threatens to
take more hostages ,md to etiduiigcr[ | the mteieMs ol Alaska taxpayers (e.g.. devalued
hshine permits. pec” 's sold to non*Al.isk.ms 1 . . (Enclosure Ml A petmil hoUlri
has already called the Commisston to tepott IKS lus tlueatened to sell her and het
deceased husband's permits tor as little as S.VtlllIH. Additionally. IRS has announced it
will go to the Dillingham area eaily in the Ness Year to seize seven additional entry

permits.

The primary current issues appear to be:

(1) during the last months ot Alaska's Secured Tax
Obligation Loan Program, will the IRS comply with its
existing Memorandum or Understanding (Enclosure C):
and

(2) will the IRS Director comply with hi." uty to avoid
inflictine economic hardship on a citizen under 26 USC
863437~

To put this matter in a historic context, we enclose some IRS correspondence
from one year ago. Please contrast the enclosed December 6. 1995 letter from the
former. AJaska-based District Director as well as the enclosed November 29. 1995 letter
from the former IRS Chic: ot Special Procedures, who was also based in .Alaska,
| Enclosure D

IRS" intervening reorganization has removed management from Alaska and
placed it in Seattle. IRS' reorganization has transferred or eliminated many of the
individual IRS employees who worked constructively with the State.

More than a year ago. we warned that IRS' reorganization created the risk ot less
understand;?.; .nd Nensitivity to the needs ot Al.iskans-particularly Rural .AJaskan :;shers.

We would be nappy to provide further information. We welcome any assistance

you can provide.
Yours truly.

COMMERCIAL FISHERIES ENTRY COMMISSION
Dale Anderson. Commissioner

Marlene Johnson. Co_mmissioner
Bruce Twomley. Chairman

by. .

Enclosures
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December 31, 1996

Mr. Paul Beene

District Director

Internal Revenue Service
915 Second Avenue
Seattle, WA 98174

Dear Paul:

We received your December 6th letter (copy enclosed) on December 15 and are
sharing it with our .Alaska Congressional delegation.

Your letter highlighted the phone conversation former Commissioner Frank
Homan and | had with Patricia Miller on November 13. 1996. and accused us of an

"unwillingness to move forward."

That phone conversation was prompted by our November 6th receipt of your
request to change Alaska law in a variety of wavs to disadvantage Alaskans in order to
help the IRS. Tnere were two items of substance in that conversation. (1) We told
Patricia Miller it was entirely unclear what IRS was offering the state in return, and we
needed written clarification from you to share with our Governor and Attorney General
in order to develop a thoughtful response. Beginning last July, we have consistently
requested such a confirming statement from you. (2) We then discussed a mutually
asreeabie schedule tor going forward. Patricia Miiler asked, "realistically, can you expect
to have anything back tc us before the end of January?" |1 said, depending ur. when we
received your response, we hoped to have preliminary written comments back to the IRS

bv the end of the year.

Paui. no one could rationally interpret our actions to date as 'an unwillingness to

move forward.'

Please recall, las: July, in the presence cf more than 30 people, you made an
crier that led the state into these discussions. You offered tc discuss eliminating forced
sales of entry permits through an agreement under which the IRS would collect from the
oroceeds cf fish sales (tha: is. the money generated) instead of forcing the sa.c cf .Alaska
limited entry permits. New. for the first time, your letter makes clear you ha” (without
explanation) withdrawn your July offer and switched to a promise tc force the sales cf

Alaska fishing privileges "in the most egregious cases."

Enclosure A
(I of 3)



Mr. Paul Beene 7. December 31, 199

Additionally, please remember, following your July offer, we again told you (for at
least the third time) the state could not participate in discussions if the IRS pursued

forced sales of entry permits during the negotiation process.

Now, having given the state two days’ notice, you scheduled forced sales of two

entry permits on December 11.

In its current Memorandum of Understanding (copy enclosed) with the State of

Alaska, ERS promised "joint efforts to provide tax assistance to Alaska Commercial

Fishers . . .in order

to give the [.Alaska tax obligation] loan program and our
outreach efforts the best op()(po«rtLLnity to succeed . . . .
The parties agree to jointly use their best efforts to develop
a meaningful outreach program to encourage individuals
needing assistance to participate in the new loan program
and to satisfv their oast dui tax obligations.
Joint efforts will include communicating with tne Alaska
Federation of Natives (AFN) and its member organizations,
che University of Alaska, fish processors, as well as ether
groups and individuals who may be able to contribute.

« « M
[Jjoir.t outreach efforts will be coordinated so empic;.ees
from the IRS and [the Scace] can jointly meet with the
taxpayers to apply for the lean and resolve tax problems.

Contrary to IRS" written promises, your actions toward the targets of your
December 11 forced sales systematically deny potential benefits cf the loan program to
individual Alaskans ar.d destroy ar. opportunity for the IRS to collect substantial revenue
through the loan program. .As IRS publications celebrate. .Alaska's secured tax obligation
Icar. program has so tar raised more than S- million :n revenue for the IRS. In short,
your actions beg the question, of what value is a promise from the IRS?

Moreover, you represented to our Congressional delegation that your targets ter
ycur December Il sales were "the most egregious cases." You have thus provided ail
observers with ycur definition of "most egregious™ and made clear your new, substitute
offer to Alaska amounts to substantially less than is already required of vcu to avoid
inflicting economic hardship :r. a citizen under existing federal statute 2b LSC 863-0.

Enclosure A
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Mr. Paul Beene December 31, 19%6

Now, you declare "fishing entry permits will continue to be seized and sold™ by the
IRS so as to "endanger[ ] the interests of Alaska taxpayers (e.g., devalued fishing permits,

permits sold to non-Alaskans) . . unless your expectations are met.

Consistent with your declaration, a woman recently reported to the Commission
that ERS threatened to sell her and her deceased husband’ entry permits for as little as
$3,000. Additionally, ERS has announced it will go to the Dillingham area after the first

of the year to seize 7 more entry permits.

Your actions have created a conflict for the Alaska Commercial Fisheries Entry
Commission. You have asked the Commission to negotiate a matter. Now you have
taken actions that will require the Commissioners, as administrative law judges, to rule on
the matter. As long as this conflict persists, the Commission is precluded from further

participation in the discussions you request.

Yours trul\g.

Dale Anderson. Commissioner
M arlene Johnson. Commissioner
Bruce Tworaley. Chairman

Enclosures

Tne Honorable Tony Knowles, Governor of .Alaska

The Honorable Brace M. Boteiho. Attorney General
The Hcr.orabie Ted Stevens. U.S. Senator

The Honcrabie Frank H. Murkowski, U.S. Senator

The Honorable Dcnaid E. Young. U.S. Congressman
The Honorable Members of the .Alaska State Legislature

Participants tn IRS" July 1996 Symposium

Enclosure A
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|<Srerccor 915 Second Ave.. Seattle. Viash 93174

> DEC 5 S '996

Bruce Twemley

Commercial Fisheries Entry Commission
83CO Glacier Highway sMCS

Juneau, AK 99801

Dear Bruce:

| received your letter dated November 22, 1996. and am somewhat disappointed in what
appears to be your unwillingness to move forward with the opportunities presented.

~As Pat Miller made clear in her telephone conversation with you on November 13, 1996, the
IRS is ‘eady and willing tc implement procedures which will minimize the possibility of a fishing entry
permit being seized and sold. In an attachment to the minutes of our October 10, 1996, meeting,
we presented gr_oposalls for five possible procedures which would have this effect. However, as Pat
stated, the IRS is uanImP to fore?o the right tc seize and sell a fishing entry permit in the most
egregious cases, where il other efforts tc work with the taxpayer have failed.

Ycur re-statement of ycur points from ycur October 21, 1996, letter in your November 22.
193¢, letter andgycur unwillingness to acceot Pat's definitive answers to ycur questions during the
November 13, 1996, telaohcne call cause me concern. The delay inmoving forward to resolve the
issues a: hand ultimate;'- erdergers the interests of Alaska taxpayers (e.g., cevalued fishing permits,
permits sold to non-Alaskans',. Ccccrtunities for occoeraticn anc reiie: nave seen offered, yet ycur
office has no; addressed 3ry of tne proposals advanced, nor have ycu originated other ideas or
proposals that wculc ser/e our mutuai interests,

| need ycur assurance tne* ycu are cracarec to negotiate ingccc faith. Understand that

Enclosure B



MEMORANDUM OF UNDERSTANDING
INTERNAL REVENUE SERYICE
AND

STATE OF ALASKA DIVISION OF INVESTMENTS
AND COMMERCIAL FISHERIES ENTRY COWISSION

The purpose of this memorandum is to outline the scope and
responsibil ities of employees working for the Internal Revenue Service
(IRS) and the Division of Investments (DQl) and Cotanercial Fisheries Entry
Coansission (CFEC), 1in their joint efforts to provide tax assistance to

Alaska Commercial Fishers.

The Alaska legislature has passed and the Governor has signed S3 251 which
will provide loans to certain commercial fishers to satisfy their federal
tax obligations and protect their limited entry permits. The parties
understand and agree that, in order to give the loan program and our
outreach efforts the best opportunity to succeed, we will take the

following steps:

1. IRS will participate with DOl in joint outreach activities including
the appointment of an IRS representative to facilitate S3 251 loan

applications;

2. IRS will appoint a representative to coordinate IRS assistance for
S3 251 implementation;

3. IRS will affix sailing labels to, and sail, postace-paid envelopes
provided by DOl which will contain a flyer explaining the loan program,
and which will bear a return address whichjak”s reference to the Special
Fishing Loan Program; IRS will provide (“new post office box (different
from its current post office box) whicnT«T1foe included in the return

address for returned undeliverable mail;

4. IRS willprovide returns filing information and confirmation of
payment agreements on remaining balances after receipt of the signed
taxpayers' authorization for release of tax inforsaticn;

5. IRSwill  provide balance cue inforsaticn and basic lien
subordination information to GG via two-way fax inquiry;

6. In oases where DO is able to loan an amount which will partially
satisfy a borrower's tax liability, and where IRS is able to work out
satisfactory oayment arrangement:.for the balance, IRS will subordinate
its lien tc'soi'in the amount of the loan, exclusive of any fees that DOI

may cnarge the borrower;

Enclosure C
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7. Until September 30, 1994, IRS will not employ its electronic fish
processor levy to those taxpayers who owe 530,000 or less, except in those
cases where the government®"s interest is threatened by statute expirations
before Oecamber 31, 1995; other levies may take plac2 at IRS" discretion;

8. DOl agrees to appoint a loan officer as liaison to IRS to coordinate
the implementation of S3 251;

9. DOI will include awaiver of rights to privacy of tax return-related
inforsation in ito laan application package;

10. DOl agrees to aggressively publicize the existence of the loan
program created by S3 251.

The parties agree to jointly use their best efforts to develop a
meaningful outreach program to encourage individuals needing assistance to
participate in the new loan program and to satisfy their past due tax
obligations. As resources permit, the IRS and DOl are ccraritted to travel
to selected areas of the *tate.

The parties understand that meaningful outreach can best occur with the
help of trained local individuals who are trusted in the ccanunity
selected for outreach, and the parties agree tn use their best efforts tn
develop this human resource. Joint efforts will include annnmrieating
with the Alaska Federation of Natives (AFN) and its member organizations,
the University of Alaska, fish processors, as well as other groups and
individuals who cay be able to contribute.

Where an individual has been designated and trained to be a local contact
and helper in the outreach process, IRS will employ its best efforts to
provide names of individuals wnca the IRS would like to contact.

When time and funding permit, joint outreach efforts will be coordinated
so employees from the IRS and CGI can jointly meet with the taxpayers to
apply for the loan and resolve tax problems.

State employees will be provided with disclosure authorization forms so
loan asolicants can authorize village administrators, csur.cil members or
other represents::ves to assist them in resolving outstanding tax

problems.
IRS employees assigned to the project will focus on Feceral tax compliance

issues. To the extent trat information they identify relates to or
imcacts cr. state tax issues, such information will be shared with the

State of Alaska, Cesartxer.t of Revenue.

Enclosure C
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The loan provisions of S3 Zi!l are in effect for three years after the

effective date of the act. The IRS and 001 representatives will
yearly to exchange general information and develop nev objectives.

oeet
Any

changes to the saeaarandua sust be agreed to in witing by the signers.

APPROVED:

STATE OF ALASKA
COMMERCIAL FISHERIES EHTRY COMMISSION

Dale G. Ancersan, CotnmissToner
Connercial Fisheries Entry Counission

Signed at vu*s*o-a *- , this
day of , 1994
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