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F in an ce  C om m ittee co n s id e re d  HOUSE BILL NO. 217
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FISCAL NOTE
STATE OF ALASKA
1999 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) ______
Title Fishery Cooperative Contracts

Bill Version 
(H) Publish Date:

HB 217

No: 1

5/4/99

Dept. Affected 
"BRU
C om ponent

Revenue
Revenue Operations
Income and Excise Audit

Sponsor
Requester

(H) FIN
(H) FIN

E x p e n d itu re s /R e v e n u e s ______________________________________
Note: Amounts do not include inflation unless otherwise noted below.

Com ponent Serial No. 

(T h o u sa n d s  o f D ollars)

113

OPERATING EXPENDITURES FY 2000 FY 2C01 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims .
Miscellaneous

TOTAL OPERATING 0.0 0.0 _ 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I I I

CHANGE IN REVENUES'* (increase) 256.2-512.5 256.2-512.5 256.2-512.5 256.2-512.5 |256.2-512.5 | 256.2-512.5 |

FUND SOURCE (Thousands of Dollars)
1002 FeJeral Receipts
1003 GF Match
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
100'i GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 I 0.0

Estim ate of cu rren t y e a r  (FY99) co st: 

POSITIONS
0.0

Full-time
Part-time
Temporary t

t
ANALYSIS:
** T he e s tim a ted  re v e n u e  in c re a se  is du e  to p rov isions of the  A m erican  F ish e rie s  A ct. The bill p rov ides for how  th e se  
p aym en ts will be rem itted  to th e  S ta te . B ecau se  th e re  is no  p rec ise  d a ta  on th e  am o u n t of BSAI pollock th a t is lan ded  
outside of the  S ta te , w e h av e  p rov ided  a range in s tead  of a point e s t im a te . P le a s e  s e e  a ttach ed  for fu rther analysis .

Prepared by 
Division 
Approved by 
Commissioner
Agency

Phone 465.3682
Date/Time April 30. 1999 

Date April 30. 1999

Q Q M A j / T TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICEw V r  » p0f further distribution information, call the Governors Legislative Office
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SE C T IO N A L  ANALYSIS BY TH E D E PA R T M E N T  O F REVENU E O F HB 217 -  
FISH ER Y  C ^)O PERTIV E C O N TR A C TS

SEC T IO N  ANALYSIS

Section 1 amends AS 43.77 by adding AS 43.77.015 to  categorize payments made to the 
state under federal fishery cooperative contracts. Pursuant to recently enacted federal law, 
the American Fisheries Act, cooperatives are required to execute contracts with its 
members who must agree to make payments to Alaska for pollock harvested in the Alaska 
pollock fishery that is not landed in Alaska. The payments are to be equal to the amount 
that would have been due had the product been landed in Alaska and subject to the 
Landing Tax. The bill provides that these payments are to be deposited by the department 
in the separate account maintained in the general fund for landing taxes, and treated as tax 
revenue collected for revenue sharing purposes. This allows for the payments to be shared 
with municipalities in the routine manner upon appropriation.

The amount o f  the obligation imposed by contract is treated as if it were a tax for 
purposes o f AS 43.77.020. This imposes the obligation upon the cooperative members to 
file necessary state “as i f ’ Landing Tax returns and to remit the proper payment.
However, the payments are n o t ' axes for other intents, such as for assessment, interest, 
penalty, and collection purposes.

Section 2  provides that the bill has an immediate effective date.

O PER A TIO N  EXPENSES
The Department o f Revenue does not anticipate increases in cost due to the provisions o f 
this bill.

REVENUES
The American Fisheries Act changed the structure o f  the Bering Sea and Aleutian Islands 
(BSAI) pollock fishery. Catcher processors fishing in the BSAI have signed a fishery 
cooperative contract that was authorized by the American Fisheries Act. Consequently, 
they must also make payments to the State for any BSAI pollock harvested in the pollock 
fishery but not landed in the State. Prior to passage o f  the American Fisheries Act this 
pollock was not subject to Alaska fish taxes.

In order to estimated the amount o f pounds o f pollock harvested in the BSAI but not 
landed in the State, we compared historical Department ofRevenue BSAI pollock data to 
National Pacific Management council data. DOR pounds o f pollock were 16% to 18% less 
than those identified by the National Pacific Marine Council. Although these differences 
could be due to different factors (including how unprocessed pounds are calculated), we 
used this historical information to estimate two scenarios: ( 1) pollock landed outside the 
State accounts for 10% o f total pollock landed and (2) pollock landed outside the State
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accounts for 20% o f pollock landed. Using these two scenarios the amount o f  new 
revenue coming into the State as a result o f  the American Fisheries Act would be from 
$256,000 to $512,000. There is, however, no method for adjusting these historically 
based numbers to reflect the new reality o f  the cooperative fishery. The pace o f  fishing has 
been altered by the fact that the catcher processors no longer compete with each other to 
maximize their share o f the poliock. This could result in changes to the amount o f  pollock 
landed in Alaska. Additionally if motherships sign a fishery cooperative contract then 
payments should increase.



A la sk a  D e p a r tm e n t o f R ev en u e
Income and Excise Audit Division

F ish e ry  C o o p e ra tiv e  C o n tra c ts  
HB 217  
April 30 , 1999  
P a g e  4 of 4

A s s u m p t i o n s   1999
T ota l A llow able C a tc h  in th e  BSAI for pollock in m etric  to n s  9 9 2 ,000
M etric  T o n s  to  P o u n d s  c o n v e rs io n  fac to r 2 ,205
T o ta l A llow able  C a tc h  in th e  BSAI for 1999 in p o u n d s  2 ,1 8 7 ,3 6 0 ,0 0 0

3  A llocation  (10%  o f  TAC) 2 1 8 ,7 3 6 ,0 0 0
i o ta l N on-C D Q  a llo w ab le  c a tc h  1 ,96 8 ,6 2 4 ,0 0 0
B ering  S e a  C a tc h e r -P ro c . P e rc e n t D isca rd s  P ollock  1998 2 .5%
P e rc e n ta g e  o f C D Q  to  C a tc h e r  P ro c e s so rs  ( 85 .0%
P e rc e n ta g e  to  M o th e rsh ip s  10.0%
P e rc e n ta g e  to  C a tc h e r  P ro c e s s o rs  40 .0%
P e rc e n ta g e  to  In sh o re  P ro c e s s o rs  50 .0%
P ric e  P o llo ck  p e r  p o u n d  0 .09
T a x  ra te  3.0%
S c e n a r io  1: L ast L oad  P e rc e n ta g e  10.0%
S c e n a r io  2 : L ast L oad  P e rc e n ta g e  , 20 .0%

 __________ B S A I P O L L O C K  "L A S T  LO A D " - A N N U A L  R E V E N U E  FY  2000-F Y 2005____________
P o u n d s  of P ollock  V alue T ax  R e v e n u e  Last Load Last Load

(@ $ .09/lb.) (@  3%  tax  ra te) S cen ario  1 S cen ario  2
9 4 9 ,0 4 0 ,8 2 0  $85,413,674 $ 2 ,5 6 2 ,4 1 0  $256,241 $512 ,482

S o u rc e s :  N orth  P a c if ic  F ish e ry  M an ag e m en t 
C o u n c il, N a tio n a l M arine  F ish e rie s  S e rv ic e  an d  
D e p a r tm e n t o f R e v e n u e  F ish e ry  R e so u rc e  Landing 
T a x  a n d  F is h e r ie s  B u s in e s s  T ax  R etu rn s.

Hb217ana 4/30/99 3:12 PM
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M e m b e r  
H o u se  F in a n c e  C o m m itte e

Representative Carl E. Moses
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'*.v̂ dUr|

m m l

M E M O R A N D U M

SESSION 
Stal • Capitol Building 

Juneau, t  taska 99801-1182 
Ph. ie: (907) 465-4451 

800-898-4451 
Fax: (907) 465-3445

IN TER IM
P.O. Box 730 

Unalaska, Alaska 99685 
Phone: (907)581-2275 

Fax:(907)581-4949

DATE: May 5, 1999

TO: Sn. Jo h n  T orgerson, C o-C hairm an
S e n a te  F inance C om m ittee

Sn. S e a n  Parnell, C o-C hairm an 
S e n a te  F inance C om m ittee

FROM: R ep. Carl E. M oses, M em ber
H ouse F inance C om m ittee

SU B J: R eq u est For H earing - HB 217

I w ould greatly  ap p rec ia te  your scheduling  a  hearing  for HB 217, re ­
lating to  obligations and  paym ents to th e  s ta te  un der fishery co op erative  co n ­
trac ts , an d  providing for an  effective date . This bill p re se rv e s  rev en u e  for 
th e  s ta te  on fish p roducts rem oved from s ta te  w aters  without being landed 
in A laska. It is not a  tax, no r an in crease  in tax es .

T he bill a d d re s s e s  a  vacancy in s ta tu te  which should  clearly specify 
authority  for th e  s ta te  to receive paym ents in lieu of com m ercial fishery landing 
ta x e s  for product sh ipp ed  directly out of s ta te . It would au tho rize  th e  D epart­
m en t of R ev en u e  to collect such  paym ents.

A ttached  a re  co p ies  of the  bill, sp o n so r s ta tem en t, fiscal note, bill history 
an d  th e  re levant s ta tu te s . You will s e e  w here every  m em b er but on e  from th e  
H ouse  F inance C om m ittee gave HB 217  a  "do pass,"  an d  w here  it received  a 
34-0  vo te  on th e  H ouse floor. This bill n e e d s  to p a s s  this se ss io n  so  a s  to be 
in p lace  in anticipation of next year's  pollock fishery.

If you hav e  qu estion s of this office, p le a se  co n tac t Tim B enintendi at 
6591 . T hank you.

ADAK • AKUTAN • AMCH1TKA • ATKA • ATTU • BELKOFSKI • CHERNOFSKI • CIIIC.NIK • CHIGNIK LAGOON • CIIIGNIK LAKE • COLD BAY 
DUTCH HARBOR * EGEG1K • FALSE PASS • 1GIUGIG • ILIAMNA • IVANOFBAY • KING COVE* KING SALMON • KOKHANOK • KOKHAN'OK BAY ■ LEVELOCK 

NAKNEK • NELSON LAGOON • NEWHALEN • NIKOLSKI • NONDALTON ■ PEDRO BAY • PERRYVILLE • PILOT POINT • PORT ALSWORTH • PORT HEIDEN 
PORT MOLLER ■ SAND POINT • SHEMYA • SQUAW HARBOR • SOUTH NAKNEK • ST. GEORGE ISLAND • ST. PAUL ISLAND • UC.ASHIK • UNALASKA • UNGA



SPONSOR STATEMENT / SECTIONAL ANALYSIS

HB 217 - Obligations & Payments To The State 
Under Fishery Cooperative Contracts

H ouse  Bill 217  g ran ts specific sta tu to ry  authority to the D epartm ent of 
R e v e n u e  to collect paym ents-in-lieu-of-taxes which a re  required u n d e r th e  Am ­
erican  F isheries Act of 1998. T he AFA provided for paym ents in lieu of co m m er­
cial fishery  landing tax es , a s  part of fishing cooperative co n trac ts  for th e  a t- s e a  
pollock fishery. T h ese  paym ents a re  m ad e  on product which is not landed  for 
p ro c e ss in g  in A laska.

To avoid th e  loss of landing tax  revenue, th e  following section  w as includ­
e d  in th e  AFA of 1998:

"Any contract filed under subsection (a) shall include a contract 
clause under which parties to the contract agree to make pay­
ments to the State of Alaska for any pollock harvested in the 
directed pollock fishery which is not landed in the State of Alas­
ka, in the amounts which would otherwise accrue had the pol­
lack been landed in the State of Alaska subject to any landing 
taxes established under Alaska law."

B e c a u se  of th e  AFA, nine factory traw lers w ere rem oved from th e  fishery 
in o rd e r  to le ssen  com petition and  slow the p a c e  of th e  fishery. T he rem ain ing 
v e s s e ls  w ere allow ed to  form th e se  co o p era tives with individual fishery q u o ta s , 
in o rd e r  to  fish on a  m ore flexible sched u le , an d  with m ore attention to  sa fe ty  and  
by -ca tch  restrictions. As a  co n se q u en ce , so m e  boat ow ners find it a d v a n ta g e o u s  
to  return  to p laces like S ea ttle  for refueling, resupplying, an d  m aking crew  
c h a n g e s . In th e se  c ircum stances, they  would leave  th e  fishing g roun ds lo aded  
with pollock, and  land it in S eattle , th us reducing th e  landings in A laska, an d  the 
landing tax  normally paid.

H ouse Bili 217  d o es  not ch an g e  th e  landing tax  policy, but m erely allow s 
th e  S ta te  of A laska to  collect rev en u es du e  it by th e  AFA. It would a s s u re  th a t 
paym ents-in -lieu-of-taxes a re  p ro c e sse d  a s  in tended  un der cu rren t s ta te  law.
T h e  bill is su pported  by th e  D epartm ents of R ev en u e  and  C om m unity & R egion­
al Affairs, and  carries a  ze ro  fiscal note.

Section 1 (a): Adds a new  section to A S  43.77 which provides the authority for the state
to deposit the collected payments in lieu of landing taxes into a new  account 
for that purpose.

(b): Provides that the paym ent-in-lieu-of-taxes obligation in the cooperative  
fishing contract should be treated as a fishery landing tax obligation for col­
lection as tax revenue.

Section 2: Immediate effective date.
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Sec. ^43 .77 .020^. Filing return and payment o f tax.

(a) A person subject to the tax under this chapter shall file a return stating the value o f fishery' 
resources landed in the state that are subject to the tax, the point of landing o f the fishery' resource, and 
other information the department requires by regulation.

(b) The return shall be made on the basis o f the calendar year to the department at Juneau before 
April 1 after the close o f the calendar year, and the tax shall be paid with the return.

(c) The department may, under regulations it adopts, grant a reasonable extension o f time for the 
filing. A grant o f  an extension of time for filing does not extend the time for payment o f the tax.

Sec. 43.77.050. Separate accounting.

(a) [Repealed, Sec. 28 ch 81 SLA 1996].

(b) The tax collected under this chapter shall be paid into a separate account in the general fund. 
The annual balance in the account may be appropriated by the legislature for revenue sharing under AS 
43.77.060 . The amount o f all tax credits approved by the commissioner under AS 43.77.040(b) shall be 
deducted from amounts paid to municipalities under AS 43.77.060 (a) - (c).

Sec. 43.77.060. Revenue sharing.

(a) Subject to appropriation by the legislature and except as provided in (b) o f this section, the 
commissioner shall pay to each

(1) unified municipality and to each city located in the unorganized borough, 50 percent o f the 
amount o f tax revenue collected from taxes levied under this chapter on the fishery resource landed in 
the municipality and accounted for under AS 43.77.050 (b);

(2) city located within a borough, 25 percent o f the amount o f the tax revenue collected from taxes 
levied under this chapter on fishery resources landed in the city and accounted for under AS 43.77.050 
(b); and

(3) borough

(A) 50 percent of the amount of the tax revenue collected from taxes levied under this chapter on 
fishery resources landed in the area o f the borough outside cities and accounted for under AS 43.77.050 
(b); and

(B) 25 percent o f the amount o f the tax revenue collected from taxes levied under this chapter on 
fishery resources landed in cities located within the borough and accounted for under AS 43.77.050 (b).

(b) Notwithstanding the provisions o f (a)(2) and (a)(3)Vi. J o f this section, and subject to 
appropriation by the legislature, the commissioner shall pay to each

(1) city that is located in a borough incorporated after the effective date o f this Act, the following 
percentages o f the tax revenue collected from taxes levied under this chapter on fishery resources landed 
in the city and accounted for under AS 43.77.050 (b):

http://www.legis.state.ak.us/cgi-b...020/doc/%7btl5309%7d/pageitems=%7bbody%7d


(A) 45 percent o f the tax revenue collected during the calendar year in which the borough is 
incorporated;

(B) 40 percent of the tax revenue collected during the first calendar year after the calendar year in 
which the borough is incorporated;

(C) 35 percent of the tax revenue collected during the second calendar year after the calendar year in 
which the borough is incorporated; and

(D) 30 percent of the tax revenue collected during the third calendar year after the calendar year in 
which the borough is incorporated; and

(2) borough that is incorporated after the effective date o f this Act, the following percentages o f the 
tax revenue collected from taxes levied under this chapter on fishery resources landed in the cities 
located within the borough and accounted for under AS 43.77.050 (b):

(A) five percent of the tax revenue collected during the calendar year in which the borough is 
incorporated;

(B) 10 percent o f the tax revenue collected during the first calendar year after the calendar year in 
which the borough is incorporated;

(C) 15 percent o f the tax revenue collected during the second calendar year after the calendar ye .r in 
which the borough is incorporated; and

(D) 20 percent o f the tax revenue collected during the third calendar year after the calendar year in 
which the borough is incorporated.

(c) Notwithstanding the provisions of (b) o f this section, a city may adopt an ordinance to transfer a 
portion o f the funds received under (b)(1) o f this section to the borough in which the city is located.

(d) To the extent that appropriations are available for the purpose, and notwithstanding the 
requirement o f AS 37.07.080 (e) that approval o f the office o f management and budget is required, an 
amount equal to 50 percent of the tax revenue that is collected under this chapter and is not subject to 
division with a municipality under (a) - (c) o f this section shall be transmitted each fiscal year, without 
the approval o f the office o f management and budget, by the department to the Department o f 
Community and Regional Affairs for disbursal to eligible municipalities under AS 29.60.450 .

(e) For purposes of this section, tax revenue collected under AS 43.77.010 from a person entitled to 
a credit under AS 43.77.035 or 43.77.045 shall be calculated as if  the person's tax had been collected 
without applying the credits.
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