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STATEMENT OF ROBERT EISNER, PROFESSOR OF ECONOMICS
NORTHWESTERN UNIVERSITY

The investment tax credit constitutes the second largest "tax expendi—
ture" in President Carter % budget for 1980, coming to some $18.46 billion,
of which $15.37 billion is for corporations and $3.00 billion is for
noncorporate business.

Despite 1its now substantial history, the effects of the investment
credit iff stimulating business expenditures for equipment must properly
remain in question. While business welcomes the tax reduction it appears
to entail, queries as to its effect in stimulating investment draw over—
whelming negative responses. In cost cases, we are told, firms buy little
or no additional equipment as a consequence of the tax credit.

Capital-intensive firms will be aided at the expense of la—
bor-intensive firms. Since large firms tend generally to be more capi—
tal-intensive, the investment tax credit will hence tend to aid them at the
expense of smaller firms. And while the introduction of more machinery may
tend to make labor more productive — if the machinery itself is really
productive and not merely purchased for the tax advantage - the substi-—
tution of capital for labor will tend to decrease the demand for labor,
particularly less skilled labor where unemployment is highest, while
offering more income to the owners of capital as a consequence of the tax
advantages.

If continuation of the investment tax credit is considered necessary
in the interest of "business confidence,” we may reflect upon results of a
survey by the conference board of 400 chief executives of major companies
about 1 year ago. These top-level business leaders were reported to favor
strongly a cut in the corporate tax rather than other tax relief measures.
And specifically, the cut in corporate tax rates was widely preferred to a
boost in the investment tax credit.



THE INVESTMENT TAX CREDIT; AN EARLY TRY
AT "SUPPLY-SIDE"™ ECONOMICS
Walter Heller, Chairman of the Council of Economic Advisors
(Article from "Dun % Review")

Walter Heller, Chairman of the Council of Economic Advisers under
President John Kennedy, is thinking back specifically to the early 1960"s
when he and a task force of other leading economists devised the nation®s
first investment tax credit as a way of stimulating capital spending by
American business.

To give business a lift, the experts decided there were two viable
alternatives on the supply side of the economy. One was a policy of
accelerated depreciation which would have been an aid to all business, old
and new.

The other, which the task force eventually decided on, was a more
specific way of spurring new capital spending: the 7% investment tax
credit.

Even today, opinions differ as to how effective the investment credit
was as an incentive, but the task force member generally think it did the
job it was intended to do.

Today, say Heller, the credit, which had such a hard time winning
acceptance originally, is "absolutely firmly imbedded" in the tax structure
of the land.
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ANALYSIS OF PROPOSALS FOR DEPRECIATION AND INVESTMENT
~TAX CREDIT REVISIONS
Joint Committee on Taxation
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BLL SHEFHELD, GOVERNCR

DEPARTMENT OF REVEME nouense

JUNEAU, ALASKA 99811
PHONE: 1907) 465-2300

OFFICE OF THE COMMISSIONER

March 19, 1985

The Honorable Al Adams Y
Chairman - m\
House Finance Committee

Alaska State Legislature

Pouch V

Juneau, AK 99811

Re: HB 58
Finance Committee Request

Dear Representative Adams:

During the recent Finance Committee hearing of HB 58, you requested
statistics which reflect the number of out-of-state fisheries businesses
paying the raw fish tax.

Our records indicate that of the 502 licensed fisheries businesses in
this state, 217 are filing with out-of-state addresses. These 217 were
assessed a total of $15.44 million in fisheries business tax for the 1983
tax year. This represents approximately 88% of the total tax assessed
for the 1983 tax year.

If we can be of further assistance please contact Martin Richard,
Director of Audit at 465-2320.



S tate o f A 1 a s k a

MEMBER POUCH V
JUNEAU. ALASKA 09811
PINANCE COMMITTEE (907) 465 4737
SPECIAL COMMITTEE ON FISHERIES
PO DOX 1065
OETHEL. ALASKA 99559
(907) 543-2922

Representative Johne Binkley

April 16, 1985

M EMORANDUWM

To: Finance Committee

Fror Representative Johne

RE: HB 58 Finance Sub-committee

The HB 58 Finance Sub-committee met twice to discuss proposals

for a committee substitute. Testimony was received from Representative
Cato, Rick Lauber of the Pacific Seafood Pocessor®s Association, and
Bob Anderson of the Chugiak Fisheries Company. Four proposals to

the bill were discussed:

(¢)) Limiting the Tfisheries business tax credit to50 percent of the
business®” tax liability with a $1 million cap in a single tax year.

@) The tax credit shall not exceed 25 percent of the capital
expenditure.

(©)) Provide for recapture where the state may recover a portion
of the credit iIf the investment for which the credit is made 1is taken out
of service, sold or otherwise disposed of within certain time frames.

(4) Spreading the tax loss for the tax credits between the state
and local municipalities which receive tax revenues under AS 43.75.

The prime sponsor agreed to the first and third proposals which
are included in the attached committee substitute. Representative
Pourchot indicated that he may present an amendment in Finance that
would restrict the percentage of a capital expenditure for tax credit to
no more than 25 percent.



House Finance Committee
HB 58

April 16, 1985

Page Two

Section * Changes shore based cannery to shore based Tfisheries

business.

Section 2. Provides for a limit of 50% credit of the tax liability for
only those capital expenditures that will increase product diversity,
increase production efficiency and capacity, or 1improves product
quality. A $1 million cap in a single year is the maximum credit
allowable. Five consecutive years is the maximum time allowable for
claiming a tax credit beginning in any year between 1985 to 1989. 100%
of the capital expenditure can be approved for the tax credit. This
section also restricts from claiming as a tax credit, those capital items
that were the subject of a previous tax credit by the previous owner or
property sold or transferred between businesses having substantial

common ownership. A tax report to the legislature by the Department
of Revenue of tax credits claimed and increases in employment by those
claiming credits is also required in this section. This section includes

a recapture clause that increases the tax liability when property claimed
for a tax credit has been sold, disposed or otherwise ceased to be
used.

Section 3. Provides for the calculation of tax revenue from a
person as 1if the tax has been collected without applying the credit.
This provides for the maximum participation of local municipalities to
reduce their tax revenue loss from the applied tax credits.

Section 4. Provides for a definition of capital expenditures.
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shall pay the tax levied by this section on the value of each of the
following fisheries resources processed during the year at the rate
set out after each:

(D) salmon canned at a shore-based fisheries business
[CANNERY] - four and one-half percent;

(2 salmon processed by a shore-based fisheries business,
except salmon for which the tax is due under (1) of this subsection,
and all other fisheries resources processed by a shore-based fisheries
business - three percent;

3) fisheries resources processed by a floating fisheries
business - five percent.

Sec. 2. AS A3.75 1is amended by adding new sections to read:

Sec. A3.75.032. FISHERIES BUSINESS TAX CREDIT. (a) A fisheries
business is entitled to a credit of not more than 50 percent of the
business tax Jliability under AS A3.75.015 for capital expenditures
made during the tax year that 1increase product diversity, increase
production efficiency and capacity, or improve product quality at a
shore-based fisheries business Tfacility in the state if an application
for the credit 1is approved by the department. A tax credit taken

under this section in a single tax year may not exceed $1,000,000.

-1- CSHB 58 (Fin)

Moen
4/17/85
Original sponsors: Cato, Grussendorf
and Thompson
IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 58 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the fisheries business tax."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.75.015(a) 1is amended to read:
(a) A person engaged in a fisheries business is liable for ¢
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(b) A fisheries business may claim a credit under (a) of this
section for a maximum period of five consecutive years. An applicant
for the credit may elect to begin the five-year period with any tax
year from 1985 through 1989.

(c) The portion of a capital expenditure that exceeds the amount
eligible for a credit under (a) of this section during a single tax
year may not be carried "back to a prior taxable year but may be
claimed as a credit under (a) of this section for a subsequent tax
year within the five-year period elected under (b) of this section.
Tax credits may not be approved for more than 100 percent of a capital
expenditure.

(d) The department may not approve a tax credit under (a) of
this section if the property for which the capital expenditure was
made was the subject of a previous capital expenditure by another
taxpayer for whom a corresponding tax credit under (a) of this section
has heen approved or if the property was sold or transferred between
fisheries businesses having substantial common ownership.

(e) The department shall adopt regulations providing for the
application for a credit under (a) of this section and for the review
and approval or disapproval of an application.

(f) The department shall approve or disapprove an application
for a credit under this section not later than 60 days after receiving
the application,

Sec. 43.75.034. TAX CREDIT REPORT. Not later than the 60th
legislative day of each regular legislative session the Department of
Revenue, in conjunction with the Department of Commerce and Economic
Development, shall submit to the legislature a report on the fisheries
ousiness tax credit program under AS 43.75.032. The report shall
describe the expenditures for which a credit was claimed during the

CSHB 58(Fin) 2-
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previous tax year and, 1if possible, the increase in employment and
processing capacity by the fisheries businesses for whom the credit
was approved. Reporting under this section shall begin with the first
regular session of the Fifteenth Alaska Legislature.

Sec. 43.75.036. RECAPTURE. IT a taxpayer sells, disposes of, or
otherwise ceases to use property for which a credit was allowed under
AS 43.75.032 at any time within four years after the date the property
was placed 1in service, the tax 1imposed for the taxable year under
AS 43.75.015 is 1increased by the applicable percentage of the full

amount taken as a credit under AS 43.75.032 according to the following

table:
Years Property Placed Applicable
in Service Percentage
0-1 100
1-2 75
2 -3 50
3 -4 25

Sec. 3. AS 43.75.130 is amended b)r adding a new subsection to read:
(b) For purposes of this section, tax revenue collected

AS 43.75.015 from a person entitled to a credit under AS 43.75.032

shall be calculated as if the person®s tax had been collected without

applying the credit.

Sec. 4. AS 43.75.140 1is amended by adding a new paragraph to read:

9 "capital expenditures” includes the price paid for
equipment and the cost of improvements made to depreciable property,
but does not include expenditures that are deducted entirely for
federal 1income tax purposes in the year in which they accrued or were
paid.

Sec. 5. AS 43.75.032, 43.75.034, 43.75.130(b), and 43.75.140(9) are
-3- CSHB 58 (Fin)

unc
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM April 4, 1985

SUBJECT: Fisheries business tax credits for
Alaska residents only (CSHB 581

TO: Representative Pat Pourchot

FROM: Randall J. Moen
Legislative Counsel VS\P

You have asked whether it is constitutionally permissible to
limit the fisheries business tax credit under CSHB 58 to

Alaska residents only. In my opinion this violates Art. 1V,
sec. 2 (privileges and immunities clause) and Art. I, sec. 8
cl. 2 (commerce clause) of the U.S. Constitution. I shall

discuss only Art 1V, sec. 2.

Under CSHB 58 a person who engages in a fisheries business
is entitled to a tax credit for capital expenditures made to
a Ffisheries business facility. If the tax credit is avail—
able only to Alaska residents, nonresidents would be
penalized for pursuing their basic right to economic oppor—
tunity, occupation and livelihood in another state.

The privileges and immunities clause of Art. 1V, sec. 2 of
the U.S. Constitution states: "The citizens of each state
shall be entitled to all privileges and immunities of citi—
zens in the several states.” The privileges and immunities
clause does not preclude some disparity of treatment between
residents and nonresidents. Sheley v. Alaska Bar Ass®"n, 62
P.2d 640 (1980). To be protected under the privileges and
immunities clause the activity must involve fundamental
rights, that is those basic and essential activities, inter—
ference with which would frustrate the purpose of the forma-—
tion of the union. Noll v. Alaska Bar Ass®"n, 649 P.2d 241
(1982). The right to pursue one®"s livelihood in another
state is a fundamental right protected under the privileges
and immunities clause. Hicklin v. Ordbeck, 437 U.S. 518, 57
L.Ed 2d 397, 985 Ct. 2482 (1978). Interference with the
right to pursue economic opportunity or livelihood tampers
with one of the major purposes of the formation of a union:
to create a national economic unit. Shely, supra.



Representative Pat Pourchot
April 4, 1985
page 2

If a statute, which discriminates against nonresidents 1in
regard to a fundamental right, violates the privileges and
immunities clause, 1inquiry must be made into whether there
is a substantial reason for the discrimination beyond the
mere fact that the nonresidents are not residents and
whether the degree of discrimination bears a close relation
to such reason. Shely, supra.

Article 1V, sec. 2 prohibits discrimination against nonresi —
dents where there is no substantial reason for the
discrimination beyond mere fact that they are citizens of
other states. Toomel v. Witsell, 334 U.S. 385. 396, 68

S.Ct. 1156, 1162, 92 L.Ed. 1460, 1471 (1948). No

substantial reason will be found absent some showing that
nonresidents are a peculiar source of the evil which the
state®"s action is meant to remedy. Hicklin, supra.

One of the major reasons for the tax credit under CSHB 58 is
to increase employment in Alaska. It is unknown why tax
credits should only apply to resident Alaskans engaged 1in
the fisheries business. A good argument might be made that
limiting the tax credit to only Alaska residents would run
counter to resolving unemployment in Alaska. If the reason
is to limit the ability of nonresidents to compete in Alaska
because they pose a threat to Alaska resident business the
state would have to convince the court that interstate com—
merce competition from nonresidents is a peculiar source of
evil to the state"s action is meant to remedy. Hicklin,
supra. In Hicklin, supra, the state was unable to convince
the court that nonresidents were a peculiar source of the
evil the state was trying to remedy. The evil the state was
trying to remedy was unemployment and it adopted a preferen—
tial hiring statute as its remedy. Using Hicklin, supra it
is difficult to believe the state could convince the court
that nonresidents are a peculiar source of the evil the tax
credit for Alaskans only statute is trying to remedy, that
is, threats to Alaska business or unemployment.

Because nonresidents would be penalized for exercising basic
rights of pursuing economic opportunity occupation and live—
lihood and because there is no substantial justification to
support discrimination against nonresidents 1 conclude that
the privileges and immunities clause of Art. 1V sec. 2 pre—
vents giving Tfisheries business tax credits to Alaska resi—
dents only.

RJIM: csh
c3/087



STATE OK ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date 2-11-85

REQUEST FISCAL DETAIL

Bill/Resolution No: CSHB 58 Agency Affected: Department of Revenue

Title: Fisheries Business Tax Credit Program Category Affected: Collection and
Management

Sponsor: Cato. Grussendorf & Thompson BRU, Program of Subprogram(s) Affected:

Requestor: Special Committee on Fish. Audit Division

Date of Request: February 11. 1985 Audit Division

EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 1FY 8 1FY 86 1FY 8 1FY 8 1FY 8 1FY 90
1 OPERATING 1 1 1 1 1

1 100 PERSONAL SERVICES | -0- | -0- | -0- | -0- -0- | -

1 200 TRAVEL | -0- | 2.0 | -0- -0- -0- -0—
1 300 CONTRACTUAL 1-0- i 3.0 | -0- -0- -0- -0-
1 400 SUPPLIES | -0- | -0- | -0- -0- | -0- | -0-
1 500 EQUIPMENT | -0- | -0-; | -0- -0- -0- -0-
1 600 LANDS & STRUCTURES | -0- | -0~ | -0- -0- -0- -0-
| 700 GRANTS, CLAIMS | -0- | -0- | -0- -0- | -0- ( -0-
1 800 MISCELLANEOUS | -0- | -0- | -0- | -0- | -0- -0-
1 TOTAL OPERATING | -0- | 50 | -0- | -0- | -0- -0-
1 CAPITAL | -o- | -0- | -o- | -0- | -o0- | -o-
1 REVENUE 1 -o- | -0- | -0- | -o- | -o- | -o0-
FUNDING:  (Thousands of Daollars)

| GENERAL FUND | o | 5.0 < — < —
| FEDERAL FUNDS [ | -o- < — - —
| OTHER | _ | -0- = —o— = —o—
1 TOTAL | - | 5.0 - — - -
POSITIONS:

| FULL-TIME RSN | -o- —— = s S
j  PART-TIME ] | -0- —— — —t S
1 TEMPORARY ] = | -0- o - = S
ANALYSIS: Please see attached, -«

Prepared Bv: Martin Richard 7/« Phone: 465-2320
Division: Audit Date: February 1*. 1985
Approved by Commissigr/er: t wm 1 ¢ uve = W M jru - Date: 2/v $A

Agency: m m m

Distribution (by Agency preparing fiscal note)
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)



Analysis for CSHB 58

Travel $2.0 - Passage of SB 11 will require the Audit Division to
draft regulations and conduct public hearings throughout the state. Our
fare and per diem costs are estimated at $2,000 for travel to Ketchikan,
Anchorage and Kodiak by one Audit Division employee.

Contractual Services $3.0 - Conducting public hearing requires the
presence of a court reporter, and advertising in statewide newspapers.
In addition, the bill will make it necessary for the Department to revise
its tax forms to request additional information from processors, and
prepare annual reports to the legislature. Programming and forms design
costs are included in this request.



STATE OF ALASKA 1985 LEGISLATIVE SESSION

FISCAL

REQUEST
Bill/Resolution No:
Title: Relating to
Business Tax
Sponsor: Cato and Grussendorf
Requestor: House Resources Committee
Date of Request: February 11, 1985

CS for HB 58
the Fisheries

EXPENDITURES/REVENUES:

1 1 FY 85
| OPERATING 1
[ 100 Personal services 1" -
200 TRAVEL i -
300 CONTRACTUAL 1 -
400 SUPPLIES 1 -
500 EQUIPMENT 1 -
I 600 LANDS & STRUCTURES 1 -
700 GRANTS, CLAIMS 1 -
800 MISCELLANEOUS 1 -
TOTAL OPERATING 1 -
1 Capital i -
| REVENUE |
FUNDING: (Thousands of Dollars)

I FEDERAL FUNDS
I OTHER | -
I TOTAL | -

POSITIONS:

I FULL-TIME
I PART-TIME
I TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL

ANALYSIS:

Prepared By:
Division:

_David Tonkovicl/
Research Section /]

Approved by Ctjyniissioner:~ f) (a”AV j/~

Distribution (by Agency preparing fiscal
.Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

MOTE

Revision Date

FISCAL DETAIL
Agency Affected: Revenue
Program Category Affected:

BRU,

Program of Subprogram(s) Affected:

(Thousands of Dollars)

-
<

87

-
=<

88 | FY 89

I
e i L . LI S SN T
I | 1
P PR PR =R PP R -
1
P PPRPPPRPRPRPRPPR
1

[ER
I

1 - 1 - 1 _

1(7000.0) 1(7TJ00.0) | - 1  _

IMPACT OF BILL:

Attach a separate page for analysis.

405-2173
2/15/85

< Phone.
// . Date:

Q IA sjlijkA Date: y il

note):

| FY 90
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FISCAL NOTE, HB 58
Attachment

Analysis for HB 58:

The above estimates are derived from the Revenue Sources January, 1985,
projections for Tfisheries business taxes, and provide for tax credits
effective in FY 86. The estimates reflect the maximum revenue loss the
State would experience if all shore-based fisheries business tax returns
applied for a 50 percent tax credit, and were subsequently approved by
the department. It should be noted that although the fish processors
would be the primary beneficiaries of the tax credit, there exists the
possibility in certain cases where, if the processors are given a 50
percent credit and the remaining 50 percent is refunded to local
governments per AS 43.75.130, the State could eventually not receive any
revenues from those fisheries business taxes.

Estimates are duplicated for FY 87 and not shown beyond since price/catch
projections are unknown.



SB 1l and HB 58: "An Act relating to the fisheries business tax."

The Department of Commerce and Economic Development has reviewed both the
.Senate (SB 11) and House (HB 58) versions of’proposed amendments to
mi AS 43.75.015-130, which would entitle a fisheries business to a credit of
./not more than 50 percent of the business tax liability under AS 43.75.015
/for capital expenditures. As amended in the House Special Committee on
/ /"Fisheries, CSHB 58 would require that to be eligible, capital expenditures
would need to increase product diversity, promote production efficiency
and capacity, or improve product quality as defined by the commissioner of

,-#%jthe Department of Commerce and Economic Development. ees; s
- - 'm " s >
iv.Faex - - 7 tir - - ’ T -

ij/~""The department supports the Fisheries Business Tax Credit
; pressed in CSHB 58. The amendments by the House Special ,, ..... . - -
Fisheries to HB 58 provide a more concise definition of eligible capital
- expenditures to encourage investments in production facilities for ground-
fish, equipment necessary to meet quality control guidelines, engage in

the manufacture of value-added products, and improve production facilities.

We would recommend that those same amendments be made to SB 11.

Alaska®"s seafood industry has a significant impact on the economy of
Alaska. It is the State"s largest private sector employer, providing on a
monthly average some 15,000 jobs with peak employment as high as 45,000.
Every 100 jobs 1in the processing sector induces 28 jobs in other sectors
of the economy, while every $100 of new processing sector earnings stimu-
lates an additional $84 in the economy. Although the problem of "leakage™
is often cited as a problem, the tax credit concept is designed to encour-
age the kinds of investments (i.e., value added processing) that will Ilead
to its reduction.

Both the private sector and State are facing any number of opportunities
and challenges as we work to stimulate growth and diversity in the seafood
Industry. The opportunities are significant. The Magnuson Fisheries
Conservation and Management Act, and renegotiations of the International
North Pacific Fisheries Commission Conventions have dramatically increased
our ability to more effectively manage our resources. Seafood consumption
trends such as the exponential growth in sales of shellfish analogs made
from surimi ($200 million in 1984) and the increasing consumer awareness
of the health benefits associated with eating seafood suggest a bright
future in the U.S. marketplace. The situation, however, 1is not without
challenges for the industry and the State. Our seafood companies operate
in an international marketplace that bears no resemblance to the "free
market"™ discussed by economists. Almost without exception our inter-
national competitors jealously guard local markets while simultaneously
subsidizing exports to the U.S. So, for example, while Alaskan companies
cannot legally export surimi to Japan, Japanese firms have almost un-
restricted access to the growing surimi based products market.

e [™*
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Fisheries Business Tax Credit
Page Two

Canadian firms facing depressed prices can sell their cod products to the
Canadian government who will store them at no cost until prices firm up,
at which time they are resold to the producer at the original price. If
prices remain soft, the product is"dumped,"™ often in the U.S. market.
However, subsidized competition isby no means the only challenge we face.

Most other states, lacking the blessings of our oil revenues, are actively
seeking investment in new and existing industries. Processing operations
such as those which produce surimi based products rely on a frozen inter-
mediate product and do not have tolocate immediately adjacent to the
-fishery. Of the three new such plants recently builtor under con-
.struction, none are in Alaska. In Washington state, a municipality issued
"Industrial Development Bonds to finance a shellfish analog plant that will
use surimi made from Alaska pollock. To encourage investment, 36 other
ftates use tax incentives and concessions; between 1979 and 1982 fully 1/3
of those states expanded their incentive programs. While it may be diffi-
cult to define the success of such programs from a theoretical point of
view, it is clear that a majority of our competitors for investment
dollars have decided they are a sound economic development tool.

The importance of the seafood industry to Alaska will again be highlighted
in the future as our communities are no longer able to substitute state
spending for economic stability and diversification. The investment

opportunity represented by the Fisheries Business Tax Credit concept can
be an important part of the State"s response to defining revenues.

Ldfefi H. Lounsbur>, Commiss/oner

Date:
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The history of this bill is detailed in my request to the House
Research Agency number 85-039. The members of the Committee should
find this paper helpful in their deliberations.

| urge your support for HB 58.

Sincerely,

& zn D

Representative Bette Cato
House of Representatives
District 6

BC/WC



SECTIONAL ANALYSIS CSHB 58 REPRESENTATIVE CATO
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CODE

692

135
843

140

120-230 SPORT FISH.,

575
576

CUMULATIVE SUMMARY OF REVENUE
COLLECTED 07/01/84 THRU 1/31/85
7/12 OR 56.332

GROSS
TYPE OF TAX RECEIPTS REFUNDS
OIL A GAS PROPERTY TAX $ 3,373,697.80 $ 842,570.02 $
ALCOHOLIC BEVERAGE EXCISE TAX 8,713,472.83 947.22
CIGARETTE TAX (GF) 1,215,993.68 0.00
CIGARETTE TAX (SP) 1,901,936.81 0.00
ELECTRIC & TELEPHONE 41,794.09 0.00
HIGHWAY MOTOR FUEL TAX 17,093,331.82 2,304,631.19
AVIATION MOTOR FUEL TAX 5,101,772.08 0.00
MARINE MOTOR FUEL TAX 3,030,825.19 0.00
INDIVIDUAL INCOME TAX 1,029,284.60 37,157.78
FIDUCIARY INCOME TAX 3,327.00 0.00
CORPORATION INCOME TAX 102,009,374.07 «24,805,015.34
BUSINESS LICENSE 37,578,616.57 137,339.00
ESTATE TAX 422,034.88 4,319.69
SCHOOL TAX 0.00 0.00
SALMON ENHANCEMENT TAX 2,607,574.57 245,754.27
MINES & MINING TAX 193,498.76 900.02
SALMON CANNERY-SHORE BASED TAX 19,164.15 0.00
SHORE-BASED FISHERIES TAX 1,897,759.44 1,762.00
FLOATING FISHERIES TAX 212,211.15 16,117.85
OIL PRODUCTION TAX 812,777,016.84 7,192.92
OIL & GAS CONSERVATION 396,189.24 0.00
GAS FLARING PENALTY 3,773.67 0.00
GAS PRODUCTION TAX 5,171,243.35 0.00
SEAFOOD MARKETING ASSESSMENT 33,128.08 1,476.00
PREPAID TAX 1,000.00 0.00
LIQUOR LICENSE APPLICATION 79,250.00 700.00
PUB LIQUOR LICENSE 400.00 400.00
BREWERY LICENSE 0.00 0.00
DISTILLERY LICENSE 0.00 0.00
BEVERAGE DISPENSARY LICENSE 715,350.00 20,000.00
CLUB LICENSE 35,100.00 0.00
COMMON CARRIER LICENSE 27,650.00 0.00
RESTAURANT LICENSE 61,800.00 1,950.00
ROADHOUSE LICENSE 0.00 0.00
RETAIL LICENSE 324,150.00 10,175.00
RETAIL STOCK SALE LICENSE 0.00 0.00
WHOLESALE GENERAL LICENSE 15,000.00 0.00
WHOLESALE MALT BEV. LICENSE 1,600.00 0.00
MISC. LIQUOR LICENSE 33,159.75 250.00
COIN OPER. AMUSE. 4 GAM. D\LC,. TAX 61,071.36 667.55
GAMES OF CHANCE 4 SKILL FEES 14,936.55 201.07
MISCELLANEOUS REVENUE 1,268.52 18.00
TAX PREPARER"S PENALTY 0.00 0.00
AVERAGE WHOLESALE PRICE 0.00 0.00
REDISTRIBUTED REVENUE 20,000.00 0.00
TOTAL S1.006.218.758.85 $28,439,544,92 %
DUPLICATE COMM. FISH $ 1,235.57 $ 0.00 $
VESSELS 4 GEAR 0.00 0.00
137-844 COMM. FISH LIC.-RES. 278,921.49 2,093.54
138-845 COMM. FISH LIC.-N-RES. 495,216.53 2,859.19
COMMER. FISH. EXT. FEE 1,710.00 0.00
HUNT & TRAP LIC. 5,326,412.75 14,366.77
SUB-TOTAL $ 6,103,496.34 $ 19,319.50 $
TOTAL TAXES S1.012.322.255.19 $28.458.864.42 $
INTEREST
INTEREST ON LOANS $ 1,420,307.09 $ 0.00 J
INTEREST ON INVESTMENTS $ 135,573,490.72 $ 0.00 $
TOTAL INTEREST $ 136,993,7307 T .

NET
RECEIPTS

2,531,127.78
8,712,525.61
1,215,993.68
1,901,938.81
41,794.09
14,788,700.63
5,101,772.08
3,030,825.19
992,126.82
3,327.00
77,204,358.73
37,441,277.57
417,715.19
0.00
2,361,820.30
192,598.74
19,164.15
1,895,997.44
196,093.30
812,769,823.92
396,189.24
3,773.67
5,171,243.35
31,652.08
1,000.00
78,550.00
0.00

0.00

0.00
695,350.00
35,100.00
27,650.00
59,850.00
0.00
313,975.00
0.00
15,000.00
1,600.00
32,909.75
60,403.81
14,735.48
1,250.52
0.00

0.00
20,000.00

9,77.779.213.93

1,235.57
0.00
276,827.95
492,357.34
1,710.00
5,312,045.98

6,084,176.84

983.863.360.77

1,420,307.09
135,573,490.72

$~ T36,993.75QT

ESTIMATE

$ 121,000,000.00
15,000,000.00
2,100,000.00
3,300,000.00
1,700,000.00
22,000,000.00
8,000,000.00
4,200,000.00
0.00

0.00
293,000,000.00
20,000,000.00
700,000.00

0.00
2,400,000.00
300,000.00
6,000,000.00
8,000,000.00
7,000,000.00
1,332,800,000.00

225,000.00
81,000.00
1,500.00
0.00

0.00

0.00

$1.861.944.500.00

$ 2,000.00
0.00

507,000.00
871,000.00
4,000.00

b, 594,000.00

$ 7,978,000.00
S1 .069.922.500.01J

$ 10,000,000.00
$ 265,000,000.00
$ 2/5°,000,0300

NET RECEIPTS
% OF
ESTIMATE

2.10
58.09
57.91
57.64

2.46
67.23
63.78
72.17

0.00

0.00
26.35

187.21
59.68

0.00
98.41
64.20

0.32
23.70

12,52
61.78

54.61
56.53
42.75
80.56

76.27
52.62

14.21
51.16
307



ECONOMIC IMPACT OF THE ALASKA SEAFOOD INDUSTRY
The seafood industry in Alaska is the largest single private sector employer.

saverage monthly employment is 15,000 jobs
epeak monthly employment can reach 45,000 jobs

This industry is both capital and labor intensive.

ethere are 14.2 jobs for each $1.0 million in wholesale sales compared
with 10.4 for mining, 7.8 for paper mills, and 1.6 for oil and gas.

The industry has significant direct and indirect impacts on the economy.

ein 1979 gross income to fishermen was $653 million, roughly 9% of gross
state income.

ein 1979 seafood processing workers were paid about $109 million.

eecach 100 jobs in the processing sector create 28 additional jobs in
other sectors. An average annual employment multiplier of 1.28.

ecach $100 of additional 1income to the processing sector results in an
additional $84 of income in other industry sectors. An average income
multiplier of 1.84.

The economic and employment impact of the seafood industry is not limited to
coastal communities. In 1979, "2% of the state"s fresh, frozen, and cured
pack was processed in Anchorage.

@)
Tax Incentives

Most research on the success of tax incentives as a tool for economic
development appears to bo theoretical in nature. In order to actually measure
the effect of any one tax incentive an in-depth analysis of the particular
industry, region, market conditions, other incentive programs, etc., would
seem necessary. It is of interest to note that much of the growth in such
sectors as high technology has been capitalized with equity financing schemes
such as limited partnerships, R & D limited partnerships, and private mutual
funds which all take advantage of tax structures and incentives.

Other states seem to feel that tax concessions are an important tool.

&As of 1983, 36 other states (our competitors for investment capital)
have various kinds of tax concession or incentive programs.

eBetween 1980 and 82, fully 1/3 of the states with tax concession
programs, expanded their programs.

(1) THE ALASKA FISHING INDUSTRY, An Overview of State Expenditures and
Economic Benefits, House Research Agency. Alaska State Legislature.
January 1982.

(2) TAX INCENTIVES AND FINANCING ASSISTANCE FOR INDUSTRIAL LOCATION, New York
State Department of Commerce, Tax Analysis Unit, September 1983.
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HOUSE RESOURCES
STANDING COMMITTEE
February 22, 1985

8:30 a.m.

Members Present: Representative Adelheid Herrmann, Co-
Representative Dick Shultz, Co-Chair
Representative Kay Wallis, Vice-Chair
Representative Bette Cato
Representative John Sund
Representative David Thompson

Members Absent: Representative Roger Jenkins
Representative Mike Miller (N.P.)
Representative Drue Pearce

COMMITTEE CALENDAR

HB 58 An Act Relating to the Fisheries
Business Tax

WITNESS REGISTER

Greg Baker

Director, Office of Commercial Fisheries Development
Department of Commerce and Economic Development
Pouch 0 - *

Juneau, AK 99811

465-2167

Position Statement: Supports HB 53

Royce Weller

Department of Revenue

Pouch S

Juneau, AK 99811

465-2300

Position Statement: Does not support HB 58

Steve Kettle

Department of Revenue

Pouch S

Juneau, AK 99811

465-2343

Position Statement: Does not support HB 58

Larry Cotter

International Longshoreman®s & Warehousemen®s Union
307 So. Franklin

Juneau, AK 99801

586-6642

Position Statement: Supports HB 58
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Rick Lauber o
Pacific Seafood Processors Association
321 Highland Drive

Juneau, AK 99801

586-6366

Position Statement: Supports HB 58

PREVIOUS ACTION

HB 58: Read first time 1/16/85 and referred
to Fisheries, Resources and Finance and
Rules. See House Special Committee on
Fisheries committee minutes prior to
02/08/85 ?,assed CSHB 58 out with 2DP and
ONR: two fiscal notes in SupEIement //15;
Today Resources passed CSHB 58 (Fisheries)
out with 5DP, INR and |Amend.

ACTION NARRATIVE

TAPE #14, SIDE ONE
Recordln% _ _
Number 004 The meeting of the House Resources Committee
was called to order by Co-Chairman Herrmann
at 8:31 a.m. Members present were
Representatives: Shultz, Cato, Thompson,
Wallis, and Sund. Absent were
gepresentatlves: Jenkins, Miller (N.P.),
earce.

Number 010 Rep. Herrmann announced the committee will
be discussing the CS for HB 58 Fisheries,
which is similar to a bill discussed last
year in_the Special Committee on Fisheries,
con,cernln? a tax credit on the fisheries
business tax. Called the sponsor,
Representative Cato, to testify.

Number 019 Rep.?ShuItz: What happened to the bill last
year’

Number 020 Rep. Herrmann: It was in Rules at the end
of session.

Number 021 Rep. Cato:  Represents Prince William Sound.
Fishing industry is the largest private
employer in the state. Industry generates
income for local communities through taxes
and employment dollars which are spent in
the communities. HB 58 is to encourage
land-based processors to invest in their
processing plants and to encourage other
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Number 174

Number 136

processors to make shore-based facilities
investments. By receiving this tax credit,
shorebased plants will be able to upgrade,
which will have a positive economic impact
on the communities. Quality and quantity of
fishery products will increase as a result
of the tax credit. There is one cannery in
Valdez which puts a large payroll on the
street and draws employees from all
districts, for example there are several
employees from Rep. Shultz® district. Over
the past years, the seafood industry has
experienced many problems. Some things,
like the high value of the dollar relative
to other currencies, we don"t have any
control over. But this is one area we can
help. The bill allows a processor to take
up to a 50% credit of his tax liability for
up to five consecutive years for capital
investments made to shore-based facilities.
Application must be submitted to Dept, of
Revenue. The Fiscal Note shows a maximum
amount of dollars available to processors to
take as a tax credit, because there was no
way the Dept, of Revenue could come up with
a reasonable estimate of the number of
companies that would take advantage of this
bill. However, when it"s considered that
these credits will lead to expanded
production capacity and quality, the returns
far outweigh the cost. This bill will also
help companies diversify into processing
underdeveloped species.

Rep.Herrmann: Last year, the Special
Committee on Fisheries looked into
bottomfish development opportunities and
this work is still going on. This bill will
have a positive impact on bottomfish
development. Called Greg Baker to testify.

Greg Baker: Explained what the Office of
Commercial Fisheries Development does.
Strongly supports the CS for HB 58. This
bill would be an investment, and one which
the business community regards as much more
effective than many other types of
government programs, because the industry
makes the investment decisions themselves.
Seafood industry in Alaska employs an
average of 15,000 per month over the year
and an average of 45,000 during peak summer
months. 14.2 industry jobs in Alaska for
every $1,000,000 in wholesale sales. Each
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Number 250

Number 262

Number 284

Number 297

100 jobs In processing sector induces 28
jobs in Alaska in other sectors of the
economy. Each $100 of income into the
processing sector induces another $84 in
other sectors. Impact not limited to
coastal communities. Alaska is competing in
a world marketplace with exports from
countries that heavily subsidize their
seafood industries, including Canada, Japan,
and northern Europe. Major U.S. seafood
companies say that tax incentives affect
their investment decisions. 36 other states
in the U.S. have industrial tax credit
programs and they are expanding them at this
time. Recommends passage of bill. Any
questions?

Rep.Herrmann: Rep. Sund has arrived. There
is a very bad marketing problem with pink
salmon in Western Alaska. The prices being
paid are less than the joint ventures are
paying for bottomfish. Do you think pink
salmon might qualify as underdeveloped
species in western Alaska?

Baker: Those determinations are made by the
Dept, of Fish and Game. Pinks in western
Alaska would likely qualify. While there is
currently a problem, the high volume and low
price are also an opportunity. The Office
of Commercial Fisheries Development is
looking into new product forms for pink
salmon to help take advantage of this
opportunity.

Rep. Sund: 1Is someone going to go through
the technical aspects of the bill?

Rep. Herrmann: Perhaps Dept, of Revenue
will answer some of your questions in their
testimony.

Royce Weller and Steve Kettle: Dept,
appreciates the work that was done on this
bill in Special Committee on Fisheries.
Revenue has some concerns. Don X have any
data to prove that tax credits work or
produce intended effects. When you reduce a
firm3 state tax obligation, you Increase
their federal tax obligation. This is
referred to as "leakage." Regarding the
fiscal impact, the maximum estimated amount
is $7 million per year.
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Number

Number

o *

Number

Number

Number

Number

Number

321

340

365

399

404

412

422

Rep. Cato: Is it true that you have no data
to back up the Fiscal Note?

Weller: That"s correct.

Rep. Sund: He has a conflict of interest
because he is a part owner in a shore-based
fisheries business in Alaska that will be
making capital improvements this year. He
noted for the record that last year the
Dept, of Revenue strongly supported a tax
credit bill and wonders why they"re saying
tax credits don"t work this year. They seem
to work in the seafood business. They do
make a difference in his company®s
investment decisions.

Weller: Can"t comment on last year"s
Revenue testimony.

Rep. Herrmann: Asked Aide, Janet Fries, to
comment on Revenue®s testimony regarding
leakage of any state tax credit to federal
taxes.

Janet Fries: Aide to Rep. Herrmann. Since
federal taxes are based on profits, one
would have to assume profitability of
processing companies for there to be any of
this leakage. When this was discussed in
the Special Committee on Fisheries, it was
made fairly clear that most seafood
companies in Alaska are not showing a profit
and therefore the question of leakage is not
relevant.

Weller: That"s true. We are assuming that
the companies that do invest are showing a
profit on their tax returns. But that"s
questionable economics.

Rep. Sund: I disagree with that. There are
several companies, mine for one, where 1in
the face of not making profits, the only
choice was to get bigger. If we have this
continual problem with the strong dollar,
there, are going to be a lot of Canneries
that will have to convert to freezing. It
will be a question of diversity to stay
alive, not one of expansion.

Questioned the language defining what
capital expenditures will qualify. Who will
make those determinations?

House Resources -5 02/22/85



Number 452

Number 463

Number 482

Number 496

Number 522

Rep. Herrmann: Refer to page 3, line 12.

Weller: According to that language, it will
be defined by the Commissioner of Commerce
and EcorCTi’R Development.

Rep. iiv-"J; 1'd just like to know whether a
new ice machine fits into this.

Rep. Herrmann: "Il bring back Greg Baker
to define those later.

IL
Rep. Su%d: What was the rationale on 5
consecutive vears?

Rep. Cato: It gives processors a one shot
chance to make their investments.

Rep. Sund: Do they have to make investments
every year?

Rep. Cato: No. They can carry forward for
five years any expenditures that exceed
their tax liability in a single year, and
can choose not to invest during any of those
years, also.

Rep. Sund: Refer to page 2, line 11,
paragraph (d). Does this mean that if you
transfer ownership then you lose the tax
credit?

Kettle: The credit would only be denied if
there was substantial common ownership
between the two companies.

Rep. Sund: What is substantial common
ownership, why would it be prohibited?

Kettle: Many processing companies own
several fisheries businesses which are
separate taxpayers. We don’t want them to
receive a credit for mere exchange of
property among their own businesses.

Rep. Sund: | can see your problem if
Company A already owns property it sells to
Company B, but if a new piece of equipment
is bought and then transferred to Company B,
then | think the credit should also flow
through to Company B.

Rep. Herrmann called Greg Baker back to
answer questions.

House Resources -6 02/22/85



Rep., Sund: What would fit in your
definition of capital expenditures?

Baker: This language was added so that the
state could have some say over what would
guallfy. The Dept, of Commerce would
evelop a definition and give it to Revenue
to use in the application process. _Commerce
would always stand ready to assist Revenue
if an appllcatlon came 1n which was not on
the list. Commerce would work closely with
the industry in developing the list.

Number 543 Rep. Sund: Can you name something that
would not qualify?

Baker:  Pickup trucks or automobiles might
not qualify.

Rep. Sund: Argued for industry to make the
decision of what will help them. Can you
give me the name of anything that won't
qualify in some instances.

Baker: Perhaps facilities for fishermen
won't fit directly into the state's goals
for the program, although Rep. Sund's
comments are well-taken. It will be a
difficult task to make a list.

Number 567 Rep. Herrmann:  Would it include
refrigeration for scows in Bristol Bay or
new pickup trucks to pick up fish from set
net fishermen?

Baker: Yes.

Rep. Sund: Was any thou
using the federal ACRS d
tax deductions?

ght given to just
efini

nition for income

Baker; It was not discussed.

Rep. Sund: Wants to look into it further so
the state can spend less time on lists and
more time on goal of legislation.

Number 590 Larry Cotter: Represents processm? workers
on both floaters and shore-based plants.
Has no problem with HB 58 restricting credit
to shore-based facilities. Alaska iS
potentially the world's leader in seafood
production” hecause of abundant stocks within
200 miles off the coast, however last year,
very little of that fish was processed”in
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Number 653

the state. Seasonality of the Alaska
industry creates many problems for its
employees as well as coastal communities.
State "is currently paying a lot of
unemployment benefits to out-of-work
processing industry workers, Strongly
supports Dill. The bill offers incentives
for development of a bottomfish processing
industry, which is badly needed, as well as
expandlng% into secondary processing. Right
now, most of the secondary processing for
Alaska seafood is done in”Puget Sound, In
the last year, 1,000 processing jobs in
Alaska were lost due to plant closures.
It's only thrqu%h automation that we're
going to” get into bottomfish and this will
In_turn create more jobs for Alaskans and
drive the foreign fléets offshore.

Rick Lauber; The members of Pacific Seafood
Processors Association, which he represents,
produce between 85 and 90% of the seafood
processed in Alaska.

CHANGE TAPE #0 TO SIDE WO

Number 001

Rick Lauber: The state has, over time,
derived a very large amount of taxes from
the seafood industry. Seafood businesses in
Alaska are not making substantial enough
profits at this time to make new investments
to tlget into new product forms_ or development
of the bottomfish processing industry,
Bottomfish development is important, because
although some fishermen are _envmg income
from joint ventures at this time, the state
Is getting no additional revenue from this
industry.” At the projected amount of the
tax credit, the total amount taken in one
year by all companies would amount to about
one-third of the cost of a new bottomfish
Blant. What's important about HB 58, is the
pusiness climate the state creates for the
industry. This will be important to
processing companies in their decision to
Invest in shore-based plants or off-shore
based plants. This would allow the state
and local communities to benefit more from
this development. The hill would allow
floating processors to invest in shore-based
facilities. Floaters currently pay taxes at
a higher rate than shore-based facilities,
makln(t; the fiscal impact even more difficult
to determine. The total amount of the
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Number 221

Number 258

Number 272

Number 275

Number 277

credit is small relative to what's needed in
investments in the industry. The leakage
factor would be very small, because the many
of the large processors in Alaska have lost
millions of dollars in the past few years.
These companies have been supported only by
parent companies. Ralston Purina is
planning to come out with a major promotion
for a skinless-boneless canned salmon. The
encouraging part is that it's Alaska salmon.
The discouraging part is that it's being
processed in Terminal Island and may be
produced in Puerto Rico in the future.

Urged committee to act quickly and favorably
on HR 58.

Rep. Sund: W ill move the bill, but wants to
pursue his concerns further. Wants to
propose an amendment farther down the line
to delete the cjualifying language for
eligible credits because he can't think of
any expenditures that would not be
appropriate. State has better things to do
than to draw up lists which will create
frustration with the industry in the
application process. He would recommend
that instead, they include a provision that
the federal ACRS definition will be used for
eligible expenditures.

Rep. Herrmann: Understands Rep. Sund's
concerns, but does trust Dept, of Commerce
to make the decisions for eligible
expenditures.

Rep. Sund: Trusts Dept., but doesn't want
them to waste the time. Recommends that
instead, they draw up a list of expenditures
that don't qualify, since this will be a
much shorter list.

Rep. Herrmann: Comments well taken.
Entertained motion to move Fisheries CS for
HB 58 out of committee.

Rep. Shultz: Moved that committee pass CSHB
58 (Fisheries) out of committee with
individual recommendations.

Rep. Herrmann: Any objections? Hearing
none, so moved.

Rep. Shultz: Noted for the record the
comments made about not being afraid of the
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Ms. Sandi Cesarini, Sea hawk Seafoods, Valdez telephoned my office
and wished the following information and comments dealing with
issues raised at the Special Committee on Fisheries teleconference
to be given to committee members:

1. Several floating processors have exBressed concerns that HB 58
only provides a tax credit for shore based processors, however
roa_tlngi processors presently have advantages and credits not
available to shore based processors.

a. Under the Federal Income Tax system floating processors
are eligible to defer 50% of their tax liability. They must
rovide a plan for ca[JltaI improvement exPendltures to” the
epartment of Internal Revenue to enable them to deduct this
tax deferrment off their income for the year. In other words
they may take the credit up front which provides them with
a real capital advantage over shore based processors.

This tax deferred money is also eligible for a partial
investment credit.

b. The fact that floating processors are able to move their
processing plant provides them with a definite advantage over
shore based processors. With fish runs varying each year the
floating processors are almost assured of continual "good"
catches as they are able to move to where the fish are heing
caught. A shore based processor on the other hand is limited
to one area, if there is a poor catch in that area the shore
based processor suffers.

c.  While shore based processors remain on land in one area
they also contribute to the local economy through payment of
property taxes', municipal rates (water & sewer), electricity
and they also provide a great deal of the employement in the
community.



In answer to the suggestion of eliminating the raw fish tax
completely Ms. Cesarini feels:

a. This would severely hurt the cities in which the shore
based processors live. Ms. Cesarini states that the shore
based processors do not wish to gain at the expenses of the
communities in which they live.

b. If the raw fish tax was eliminated the end result would be
that the shore based processors would have this extra money
HOWEVER, this additional money would now be taxable by the
federal government as income received. The tax rate for many
shore based processors is high and this additional income would
be taxed at this rate (estimated 42%)

Ms. Cesarini feels that the processors would benefit more by
being eligible to receive a tax credit up to 50% of their
business tax liability for capital immprovement expenditures.
As HB 58 allows processors to carry this tax credit forward
within the five year period this would benefit shore based
processors considerably more than the elimination of the

fish tax.

In answer to the suggestion of a 25% tax credit.

Several shore based processors have expressed their feelings
of this idea. They believed the intent of HB 58 was to
introduce a bill that would relieve the pressure on the
fish processing industry. A 25% tax credit would not he
sufficient to make any measurable impacts on the already
suffering industry. HB 58 proposes to offer assistance
to shore based processors for the next 5 years to enable
them to improve and expand their operations. Due to the
pressures the industry is currently experiencing many
processors cannot make the improvements necessary to
upgrade their facilities which is necessary if they are
to survive and the pressures on the industry are to be
relieved.

Processors feel if this was the intent and purpose of the
bill, why start to put limits on it
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January 23, 1985

The Honorable Peter Goll

Alaska House of Representatives
Pouch Vv

Juneau, Alaska

Re: HE 58

Dear Representative:

Following discussions with Representative Cato and members of the fishing com—
munity I have decided that I am in full support of HB 58.

In an earlier letter to you | espoused a view that Alaska would be better off

with a revamped fisheries business tax based upon a graduated scale than a tax
credit approach as outlined in HB 58. However, 1 am now of the opinion the tax
credit approach is a critical ingredient in providing Alaskan seafood processing
companies a means through which their facilities can be modernized. And of course,
modernization will play a crucial role in the development of a domestic bottom
fish industry.

At the same time, | continue to believe a graduated fisheries business tax would
provide added stimulus to seafood processing companies to engage in the processing
of underutilized species. And 1 would strongly urge legislation along these lines
be implemented.

In summation, | view these two approaches - the tax credit for investment approach
and the graduated tax approach — as a meaningful combination of positive taxation
which will yield a significant benefit to all Alaskans.

I look forward to speaking further with you on this in the future.

PrggidQnt

cc: The Honorable Ben Grussendorf
The Honorable Betty Cato
The Honorable Fred Zharoff
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MARCH 31, 1983

DEAR SIRS,

ENCLOSED, YOU WILL FIND OUR 1982 FISHERIES TAX RETURN AND OUR
1982 SEAFOOD MARKETING ASSESMENT RETURN, ALONG WITH OUR CHECK
IN THE AMOUNT OF $174,392.89 FOR BOTH OF THE RETURNS.

LET US TAKE THIS OPPRITUNITY TO EXPLAIN OUR POSITION AS TO THE
CURRENT METHOD OF TAXING THE FISHING INDUSTRY.

FIRST, WE ARE A SMALL PROCESSOR AND WE HAD TO BORROW THE MONEY
FOR THESE TAXES. WE ARE SURE YOU WILL AGREE OUR $174,392.89 IS
QUITE A TIDY SUM. THIS CAUSES AN EXTREME HARDSHIP ON US ESPEC-
IALLY WITH THE STATE OF THE FISHERIES IN SUCH AN ECONOMIC DEPRES-
SION.

SECOND, IF THE CURRENT METHOD OF COLLECTING TAXES CONTINUES, AS
IT 1S, 1T MAKES IT VIRTUALLY IMPOSSIBLE FOR US AS A SMALL PROCES-
SOR TO BE ABLE TO EXPAND INTO THE DEVELOPING FISHERIES THAT THE
STAL% NEEDS SO BADLY IF THE FISHING INDUSTRY IS TO SURVIVE IN
THIRDLY, BECAUSE OF THE BURDEN CAUSED BY THE CURRENT METHOD

OF TAXING THE PROCESSORS,YOU WILL FIND FEWER PROCESSORS TO TAX
EACH YEAR. THIS OF COURSE WILL LIMIT YOUR TAX BASE WHICH WILL
CAUSE MORE TAXING AND FINIALLY RESULT IN THE STRANGLATION OF

THE WHOLE INDUSTRY.

WE WILL OF COURSE, CONTINUE TO PAY OUR TAXES. BUT, WE WOULD
LIKE TO STRONGLY RECOMMEND A RE-EVALUATION OF THE ALASKA FISHER-
IES BUSINESS TAX AND THE FISHERIES MARKETING ASSESMENT.
HOPEFULLY, THIS WOULD BE DONE WITH THE IDEA OF LESSENING THE
BURDEN ON THE FISHERIES INDUSTRY.

YOURS TRULY,

DAVID M. WOODRUFF
VICE PRESIDENT,
ALASKA FRESH SEAFOODS, INC.

CC: GOVERNOR, WILLIAM SHEFFIELD
HONORABLE BOB MULCHY
HONORABLE FRED ZAROFF

DW: jg



STATEJDF ALASKA

Mall
Depjc\rttxn_\e_n'g of Revenue DEPARTVENT OF REVENUE
Audit Division ALASKA FISHERIES BUSINESS RETURN

Juneau, Alaska 99811-0400 AS 43.75.011 =140.

Nane (Person, firmor corporation)

Pege 1

ONE RETURN PER
PLANT OR VESSEL

ELN. or S.S. Nunber

ALASKA FRESH SEAFOODS. INC. 911043499
Mailing Adoress Fisheries Business License No. Tax Year
FOX 647 _ 82-046 §2
City, State, Zip Code Daytime Telephone Nurmber  Location ol Operation
KODIAK. AK 99615 <907)486-5749 KODTAK
Enter totals from Schedule A and/or Schedule B as Indicated below and multiply by the appropriate percentages.
TOTAL VALUE TAX DLE OrrXEUSEQNY
1. Canned Salmon - Shore-Based Business :
ScheduleA; line9, column (9A)............... s 0 Multiply by 4%% (045 1 S
2. Other Shore-Based-Established Species .
Schedule A; line9,column(9B)................. S5 164 037  muttiply by 3% (09 2 sih4 942.92
3. Hoating Business-Established Species
ScheduleA;line9,column(9C).................. S 0 Multiply by 5% (.05) 3 S
4. Shore-Based * Developing Species
Schedule B line 7, column (7A).................. S760 037 wultipyby 1% oy 4 S 7 600.37
5. Floating Business-Developing Species
Schedule B, line 7, colurn (7B)................ 5 0 Multiply by 3% (.09) 5 s
6. TOTAL TAX (Add Tax Due column, lines 1 throuoh5) ..., 6 51602 543.29
7. Enteramount of any prepayments of estimatec tax ($25.00 license fee isnotaprepayment)... 7 S 0
8. Balance due or (overpayment) (Subtract line7 fromlino6)...........ccccoeeeiieieiiienieeeieeenn 8 $
9. Penalty for late filing (5% per 30 day period not toexceed 25%).......cccueeeiieiinieeinieenieeee 9 S
10. Interest (12% aveark........nnnnn, 0 s
g $162 543.29

11 TOTAL DUEWTH THIS RETURN (Add lines 8 throuoh 10)

NOTICE: 1l the fisheries business covered by this retum Is u shore-based fisheries business which floats, from 04-575 Vessel Itinerary must be

completed and attached to this retum.

ALLOCATION OF REVENUE Please provide the infor-
mation requested below to allow for allocation of
revenue to local mments. If the retumn Is for a
vessel, complete the schedule on the right showing the
amount of the taxes allocated to each Tocation. Please
see the general instructions for further information.

Name of Cannery, Plant Vessel or Business

Vessel Location orC

j Physical Location of Cannery, Plart or Business

Check A O Within Incorporated city limits
cnly B O Outside city but within organized borough
one;: C O CQutside all cities or boroughs

1declare under penalty of perjury that this retum (including all accompanying schedules and
statements) ha3 been examined by me and to the best of my knowledge and beliaf is a true,

correct and complete retum.

SiondTuraof Taxpayer / A jiPys Deate

N — v- ;1 ?7- 3/-53
Signature of Agent Date

Olfice Use Only

Please attach as appropriate to this retum,
Schedules A =G and form 04-575 Vessel Itirerary.

w74

A B L

% of.Tax Due A'Ic_Jcated Dollar Amount
u{e Lire IJL{E Lire  Allocated
3 5  Per Location

This retum must be (iled with
ment on or before March 31,
your remittance payable to tho

Audit [?l]\nssAm

Poucl
Juneau, Alaska 99811-0400

ur pay-
pay-



Department o! Revenue, ALASKA FISHERIES BUSINESS RETURN

. él.ﬂ; I%ixision SCHEDULE B. DEVELOPING COMMERCIAL FISH SPECIES
Juneau, Alaska 99811-0400 Fisheries Bus. Lie. No. B?-046 _

'Developing commercial fish species are taxed at a lower rate than established species. Use this schedule only to report fish and shellfish
species that have been designated as "developing™ by the Alaska Department of Fish and Game. A list of these species is printed on the back
of this schedule. To report fish species that do not appear on the list of developing species, use Schedule A

Please read the instructions and definitions on the back before completing this schedule.

DO NOT INCLUDE
ESTABLISHED COMMERCIAL FISH SPECIES A SHORE-BASED HFISHERIES BUSINESS B, FLOATING FISHERIES BUSINESS

SEE SCHEDULE A Pounds j Total Value Pounds Total Value

1 Fisheries resources processed that were taken in A 1B
company-owned or company-subsidized boats

operated by employees of the fisheries business or

Inboats operated under lease or other arrangement.

Complete a Schedule C for each column entry. s S

zhagie%mbges resources |ofrocesfs_eﬁlle that q\/\fglq pur- (272 (20)
c our company from fishermen quali

for exclusign from gk 4 nt of the tax. Enter %{g
Pounds_and Total Value from Schedule D in the (o

appropriate column., S

3. Fisheries resources processed thet were pur- 3A @B . -
chased by )I/pur compan){ except those resources in-
cluded on line 2. Complete a Schedule C for each

column entry,.-. — 261,935 760,037

4. Fisherigs resources tnat your company custom * v oo
P,rocesseg for someone other a_ licensed | W vuy <l
isheries business. List the nane o PErSON/COM % *eee ea* . !
pany ing tl ﬁrodlilct which was _custom pro-
Q/eﬁseé. Attach Schedule E Owner's Statement of x

e, for each person/company you list. sV er-

® -

0]

?o Fisheries resourﬁesi ttr%at were (f:t#fs]t:m procestsregit L&
I your Col . name o col

pro%gssednﬂ?ee?gsource. Complete a Schre%)tjalgyc for - *

each column entry. e w\f W TN

6. Other fisheries resquirces frans rted outs.de the T
tamrp u dICtIOP do as| ﬁé’su equent process-
ing or sale, or sold cutside the taxing jurisdiction of 7 o
Alaska. List the name of the lDerson/ciglrggany that

ggcrﬁcoumtqk% roduct. Complete a Schedule C lor es-

A

o
@
>
®

7{'?3’%% Ad(lj ca’ge ories (%—g Enter (7A)l0|r) e 1
0 m, line 4. r (B>on page 1, line . -
5760,037 i

04 174 ninrsi)
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Deparlmonl of Rovonuo
Audit Division

Pouch SA

Junoau, Alaska 90811-0400

IMPORTANT. Dcfore corupleling thisschedule, please read the list
of Developing Commercial Fish Species printed on the back of
Schedule B. Any fishery resource processed that Is Included on this
list is taxed at a lower rate and must be reported on Schedule B.

CUSTOM PROCESSORS. Use Schedule A only to report those
established commercial fish species which you custom processed
for someone other than a licensed fisheries business. You are not
liable for the tax on fisheries resources you custom processed for
another licensed fisheries business. You must, however, report on
Schedule F those resources that you custom processed for another
licensed fisheries business. -

GENERAL INSTRUCTIONS

Before completing this form, please read carefully each category ns
described on lines 1*7. This will help you determine which
categories apply to your fisheries business.

A SALMON CANNED AT A SHORE-

DO NOT INCLUDE
DEVELOPING COMVERCIAL HSH SPECIES
SEE SCHEDULES

1 Fisheries rosourcos procossod that woro taken In
compc‘)er(;y-ownod or company-subsldlzad boats
operated by employees ol tho fisheries business or In
boats oporatod under lease or other arrangement.
Complole a Schodulo C for each column entry.

%y Fshorlos tcsourlcos plliocrgssed ﬁﬁtgl \'AfGire pfurchasiad

ur company Irom lishormon i or exclu-
S|or>1l0from of 1ho lax. Entgr Total Pounds ond
Total Value Irom Schodula D In the appropriate
column(s).

1
3. Fisheries rosources processed that were purchased
by your col except lhoso rosourcos Includod on

line 2. Comploto a Schodulo C lor oach column entry. J

SUBTOTALS. Add linos 1-3 Ineach column. Entor sub-
totals on the back ol this Schodulo A linoS

SCHEDULE A. ESTABLISHED COMMERCIAL FISH SPECIES

r |

ALASKA FISHERIES BUSINESS RETURN
Fisheries Dus. Lie. No. 82-046

M it

fisheries resource or tendered as a deferred, delayed, or advance
based cannery. For fisheries resources other than canned salmon payment, except that VALUE means (lie market value of the
which were processed at n shore-based fisheries business, make’ fisheries resource if the fisheries resource Is taken in company-
your entries in column B. For fisheries resources processed on at- < owned or company-subsidized boats operated by employees of the
floating fisheries business, make your entries in column C, - I =fisheries business or In boats which are operated under lease or
. - I|j §L 13 oilier arrangement.

2511
If this return Is for a shore-based fisheries business which floats,y t-
form 04-575 Vessel Itinerary must be completed. Make your enlriesli.
as a shore-based business only if the vessel was anchored In one f
spot ond did not move from that anchorage for any reason during
the entire calendar year.

Moke your entries in column A only for salmon conned at a shore-

MARKET VALUE means the prevailing value paid for fisheries
resources of like kind and quality by fisheries businesses In the same
market area to fishermen who own their vessels.

If you CUSTOM PROCESSED a fisheries resource for someone
L [. other than a licensed fisheries business, you ore liable for payment

» iol (he tax. List the VALUE of Hie resource as reported to you on
the Owner's Statement ol Value, Schedule O.
NOTE: Each entry you make in aTotal Value column must be sup-
DEEINITIONS OF VALUE =15 AAC 75.300 ported by a schedule C, D or E os appropriate that shows, In

) addition to other items, the species that are included In that entry.
VALUE means the actual price paid for the fisheries resource by For lines 1,3,5,6 and 7, complete a Schedule C for each entry. For
(lie fisheries business, including Indirect consideration such os fuel, -'"  |ine 2, attach a Schedule D for each eulry. For line 4, allajch a
supplies, or gear, whether paid at (lie time of purchase of the* < schedule E (or each entry. |
- fJS
e * N *_i ._-ﬁ?—

B. SHORE-BASED HSHERIES BUSINESS  C. ALOATING FAISHERIES BUSINESS

BASED CANNERY (DO NOT INCLUDE SALMON CANNED
AT A SHORE-BASED CANNERY)
Pounds Total Valuwo Pounds Total Value Pounds Total Valuo

A 1B 19

$ $ $
@A of, (B> - o)

$ S
A 130) . <0

©

‘mw! ;om .

¢ 3,437,088  j?,104, 764 $
s, @ ®

S £,164,764




At>INA ribntiMIcb uuc)iHt:aij itciunw, obiicuuLLM (uimiiiuuu;

A. SALMON CANNED AT A SHORE - B. SHORE-3ASED FISHERIES BUSINESS C. FLOATING FISHERIES BUSINESS

DO NOT INCLUDE
BASED CANNERY (DONOT INCLUDE SALMON CANNED
DEVELOPING COMMERCIAL FISH SPECIES AT A SHORE-BASED CANNERY)

SEE SCHEDULE B
Pounds Total Valuo Pounds Total Value Pounds Total Valuo
Fisheries rosourcos that your company cuslom pro- ey L
seed Ior someone othor than a licensed llshor/os " « frirC Cwi 'S
sincss. LIsl tho namo ol tho person/company owning | .
J product which was cuslom processed. Attach - - >
module E. Owner"s Slalemont ol Value, lor each e A F5ivVILL |-. ’,_'f;‘_i]k’i;
crsori/company you llsl. S K Feshne ey ey | * r " 4 a n i " t
) s $ S
1 oj* *» * p
i hd ft; ,, -
*
|
1
)
)
1 L.
Fisheries rosourcos that were custom processed lor
our company. Llsl the namo ol llio company that pro- -V "V_'fV-;,}’__l 1, o
essed the resourco. Complete a Schedule C lor oach Vel 2 Ve oo fF e .
otumn entry. i Sleelt, W w m m M ! M o> m\.."—
Pl $ s S
J , =
)
D
)
)
D)
0 -
p Salmon exported In tho round. List the namo ol tho
ecrson/company that purchased the salmon. Complolo a
Schedule C lor each column entry. m m m
) t $
>
* *
D
~0ther fisheries resources transported outsldo the tax- T
mig lurlsdicllon of Alaska lor subsequent processing or A Hiv.FidLy
>alo, or sold oulsldo Iho taxing jurisdiction ol Alaska. List .. e " n
ho namo ol lho perscnicompuny that purchnsoo ino ﬁit‘»,v,:y-'\/ thr—v 1 - °°.l_.|lr p [ n
osourcc. Complelo a Schedule C (oreach column entry. - s ~ mrilvil. rrSAFVE-iyil TZL m -
e
a) 3 $ s
b) °
) e 1.1 ee
d) * _<*
I Entor amounts lrom Schedule A, Subtotals (hon . - B HY
R _ R (¢ W Go>voogFrk; VeV ® -)
itn. r side) In tho appropriate columns. J | 1
. TOTALS. Add cal los 4 (LEnter (9A jotc! th el .- -
). calegerlos 4 L Enter (9A) on nnrjotc e s va) trf'&Vl_,' Wt . 1$t'C)
*5,164,764 A.byimi=1-""1- <.

Return, lino 1. Enl:r (CBJ on pago 1, lina 2. tiifur (90) cn
parjo 1. lino
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Department of Revenue
Audit Division

Pouch SA

Juneau, Alaskn 99811-0400

Complete as many Schedules C as necessary to support the appropriate
Total Value column entries made on Schedules A and B. For Schedule
A. separate Schedules C are required for lines 1. 3. 5, 6 and 7. For
Schedule B. separate Schedules C are required for lines 1. 3. S and b.

For example, if you canned King. Coho and Chum Salmon as a shore-
nascti cannery, and all of the salmon were purchased fresh at the dock,
you correctly made an entry on Schedule A at line 3. column A. That
entry would be supported by this Schedule, showing detailed informa-
tion about each of the three species of salmon you processed.

For line category entries made on Schedule A. line 5, or Schedule B. line
5. you must provide a separtate Schedule C for each person or company
that custom processed for your company.

For line category entries made on Schedule A. lines 6 and 7. or Schedule
B, line 6. you must provide a separate Schedule C for each person or

ALASKA FISHERIES BUSINESS RETURN
SCHEDULE C. FISHERIES RESOURCES PROCESSED
BY SPECIES

Fisheries Bus. Lie. No. 82-046

company that purchased the resource which was transported unpro-
cessed out of Alaska's taxing jurisdiction.

For example, if you transported unprocessed fisheries resources out of
Alaska's taxing jurisdiction and sold them to companies A and B. com-
pany As name would appear in (he box requesting "Name of Person or
Company" in the first schedule below. The information for the species
which were purchased by company A would then appear in the
corresponding spaces. The next schedule would then be completed for
the resources sold to company B.

NOTE FOR SCHEDULE B ENTRIES: Herring, shrimp, and certain
species of crab are considered to be developing species only in certain
areas. Additionally, shrimp are "developing species" in some areas only
when caught with pot gear. For these species only, you must list the area
where caught. For shrimp, you must also list the type of gear used.

THIS FORM CONTAINS FIVE SCHEDULES C. USE ADDITIONAL PAGES AS NECESSARY.

First ccrriDIste the boxes immediately below
by transferring information directly from
Schedule A or Schedule B. For each species

included in the totalsyou enter below, provide
the information requested in the boxes to the <ING CRAB

righ. DUNGENESS CRA 3

This Schedule supports the entry made at:
SCHEDULE UNE COLUMN

A 3 B

TANNER CRAB
<ING SALMON
PED SALMON

PINK SALMON
"HUM SALMON

Name o» Person or ComwrrvV (lor Scneduto A. lines 5.6 or
7 ord/. and Sovodule B. lines 5 or 6 only)

TOTALPOUNDS (From Schedule A or B entry)

3,437,088 1Ibs

‘OHQ SALMON..

TOTAL VALUE (From Schedule A or B entty)

TAT.TBTTT1
$5,164,764

First complete the boxes immediately below
by transferring information directly fronm
Schedule A or Schedule B. Fcr each species
included in the totalsyou enter below, provide

the information requested in the boxes to the SCALLOPS
This Scnedule supports the entry made at PAC | FlC COD

SCHEDULE UNE COLUMN
3 3 A ELAMS

Nuna ol Paraon w Cnmruur Her Sc-nduM A. Imas 5.6 or
T ooiy. and Scnedui j B, lines 5 of 6 only)

TOTALPOUNDS (FromSchedule A or B entry)

261,9351bs
TOTAL VALUE (From Schedule A or B enlry)
$760,037

0*574 COLAL)

TS miee e A A v

811.977i 3.504 2.845.520
73237" 1 749 5477791
716 917 1.62 1.161.540
(i .666 317
202.49° 938 189.987
191.30() .259  49.500
578,02-1 438 253.020
195 841L 559  109.458
7,681 .99 7.631

e*y *

e i T i S

237,92 > 3.147
1,90 ) .95
18,40 ) 304
3.71 3 1.05

148,741
1,805
5,592
3,899



Alaska department of revenue SEAFOOD MARKETING DUE DATE:

Audit Divisi

udit Division / ASSESSMENT RETURN MARC'H31
Pouch SA following the
Jupeou, Alaska 99811 AS 16.51.160 assessment yes

Name (Rersm, Firm ar Corporatiion)
ALASKA FRESH SEAFOODS, INC.

Assessrent Year This retum Ban:
1982

" ling Address Enployer"s 1.D.orSocial SearityNo. e origiral Retum

iy, S, Zin ROY A47 911043495

City. State. Zip Cooe Daytime Telephone Numoer 7 Amended Retum
TrnnrAY  AT.AqYA qqfiiR 907 > 486-5749

Add all values entered in the TOTAL VALUE column from each Alaska Fisheries Business Return filed for the assessment year (pagel, lines 1

Enter each total in column C. below.

A. Fisheries Business
License Number

B. Location of Operation or Vessel Name

C. Value of Seafood

Products Office Use On

82-046 105 MARINE WAY, KODIAK, AK s 5,924,801
Lt
\V S e
vV LI
. ‘T.t
1. Total value of seafood products listed in column C. (If less than S50.000. skip lines 2 - 5, 5924 . 801
sign the return and file it on or before the due d ate.) .. ! !
2.
2. Multiply the value entered on ling 1 by .254 (.002) .ooieeeeueereeeeeeeesseseeeee e senes 11,849.60
3.
2. Penalty for late filing (5% ppr 30 day period not to exceed 25 % ) .cccoovvevcvncvcnnennnns
4.
A, INTEIEST (L1290 @ Y AT ) uiiiiiietiriiieeiieit ettt ettt ettt i ettt et et b et e e e e st e b e e b e e e een e e ene e
11,849.60

5. Total assessment (Add lines 2 through 4 ) ..o

%W% m%%&)%may m m Wneadbﬁ’e E(ielfi)retr;fli;r c;etsulr,n w iotrr: ;

3\'f11mdPrmessor
— / - /JUC- Zr tY
W*eueotAgmt " (/7 £/

04-578 (12/82)

assessment due (line

A Make your rcmitta
Date payable to the Ala
Department of Rcven

Thank you.



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch Y, State Capitol
Juneau, Alaska 99811
(907) 465-3991

November 15 ,1984
MEMORANDUM
TO: Representative

FROM: Sharman Haley
Legislative An

RE: Legislative History of the Raw Fish Tax
Research Request 85-039

The raw fish tax, AS 43.75.010-.140, dates from statehood. The law pro-
vides for a tax on raw fish purchases by canneries, cold storages, and

other processors. As of 1978, the statute levied a tax of from one to
four percent of the purchase price depending on the specific Tfishery
resource and the type of processing facility.Fishermen selling to
floating processors outside State jurisdiction were also subject to
the tax. Twenty percent of the tax revenues were refunded to the
borough and/or first class city in which the facility was located. As

you requested, a Ffive-year history of bills affecting the raw fish tax
is presented in this memorandum.

1979-1980

Thirteen bills amending the raw fish tax statutes were introduced dur-
ing the Eleventh Legislature. House Bill 571and SB 448, identical

bills sponsored by Representative Hayes and Senator Kelly respectively,
were omnibus tax relief bills suspending the raw fish tax as well as a
host of other taxes. These bills saw little legislative action. House
Bill 340, introduced by Representative Gardiner, also saw little action.
The bill would have tied the reporting and enforcement of regional aqua-
culture assessments to processor Qlicensing under the raw Tfish tax
statutes. House Bill 227 would have eliminated the distinction between
floating and shore-based cold storages, thereby reducing the tax rate
on the floating facilities from four percent to one percent. This pro-

posal by Representative Osterback did not move from the House Resources
Commi ttee.

House Bill 306, sponsored by the Governor, was a thorough overhaul of
the raw Ffish tax statute. The bill:

e imposed a uniform six percent tax on all processors;

e increased revenue sharing with the Jlocal government unit to
33-1/3 percent;



Representative Cato
November 15, 1984
Page Two

e required that half of the local revenue sharing be spent on
docks or other fishery enhancement projects;

e directed an additional 33-1/3 percent of the revenue to the
Commercial Fishing and Agriculture Bank; and

e upgraded the bond requirements for salmon exporters.

Bills introduced by Senator Kerttula (SB 132) and Representative Branson
(HB 83) also addressed local revenue sharing, raising it to 50 or 60 per-
cent, respectively. The Governor®s bill was modified by the Senate Com-
munity and Regional Affairs Committee, grafted on to Senator Kerttula“s
bill number, and enacted into law as Chapter 79 SLA 1979. The legisla-
tion deleted all references to "raw Tfisheries products,”™ replacing the
phrase with "fisheries resources."” Hence "raw fish tax" 1is now some-
thing of a misnomer; the statutory name 1is Fisheries Business Tax.

The stated purposes of the act were to:
1) insure that the state 1is able to continue its efforts toward
overall fisheries-related development programs by raising addi-

tional revenue to pay for its programs;

2) make the imposition of the Ffisheries tax more uniform among
fisheries businesses; and

3) provide funding for the development of new fisheries.

The tax rates established by Chapter 79 SLA 1979 are as shown in the

table below:
i.

Shore-based Floating
Processor Processor
Canned Salmon 4.57 5.07?
Developing Commercial
Fish Species* 1.07? 3.07?
Other Fisheries
Resources 3.07? 5.07?

*Developing commercial fish species are defined in AS 16.05.050(12)
as species iIn a specific region for which the optimum yield harvest
has not been reached, a substantial portion of the harvest has been
allocated to foreign Tfishing, or commercial harvest of the species
recently developed.



Representative Cato
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Under Chapter 79, a person v/ho transports or sells a fisheries resource
outside the jurisdiction of the State is liable for the tax which would
otherwise be paid by the processor.

The legislation provided for 20 percent revenue sharing to local govern-
ment, and 20 percent to the Commercial Fishing and Agriculture Bank.
Second class cities were made eligible for revenue sharing as well as
first class cities. The new revenue sharing formula was to begin with
calendar year 1980 taxes. The legislation also increased the bonding
requirements for salmon exporters to $50,000. The bond covers not only
payment of the tax to the State, but also payment to the fishermen for
the salmon.

Three pieces of legislation passed in 1980 made corrective amendments
to the 1979 enactment. House Bill 192 (enacted as Chapter 155 SLA 1980)
corrected the starting date of the new revenue sharing formula to taxes
collected for calendar year 1979. The House Judiciary Committee deleted
the penalty provisions from the act so as not to duplicate the criminal
code. These repealers were offered in CSHB 354, and later incorporated
in SB 313 and enacted as Chapter 113 SLA 1980. The House Judiciary Com-
mittee also made a corrective amendment suggested by the code revisor
deleting the definition of "year". This correction was incorporated
into SB 277 and enacted as Chapter 94, SLA 1980.

A bill which was a forerunner of legislation creating the Alaska Sea-
food Marketing Institute was passed by the legislature 1in 1980 but
vetoed by the governor. The original version of HB 962 provided proces-
sors with a tax credit of up to 15 percent of the fisheries business tax
liability for donations to a nonprofit corporation organized to improve

the quality of and to develop markets for Alaska seafood. The final
version, SCSCSHB 962, established a Tfisheries business tax grant fund
financed by appropriations Tfrom the legislature. The bill- authorized

grants to a nonprofit seafood marketing corporation of up to 15 percent
of the fisheries business tax paid by members of the corporation in the
preceeding year. The governor vetoed the bill due to constitutional
problems.

1981-1982

Several amendments to the fisheries business tax statutes were made
by the Twelfth Legislature. Senator Eliason introduced SB 200, which
would have relieved freezer boats from tax liability if the processors
to which they sell were regulated by the statute. His proposal was
incorporated into HB 460, which was introduced by the House Resources
Committee. House Bill 460 also increased revenue sharing to local
governments from 20 to 50 percent of tax revenues starting with tax
year 1982. As a transitional measure, revenue sharing was pegged
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at 30 percent of 1981 fisheries business taxes. After a complicated
passage, SCSCSHB 460 (Fin)am S (efd am H) was enacted as Chapter 117
SLA 1981.

Other fisheries business tax legislation considered but not passed by
the Twelfth Legislature included HB 422 by Representative Malone. The
bill would have shifted the tax liability from Tfish processors to fish
purchasers. Senator Mulcahy also introduced a bill, SB 523, to clarify
the language defining "value™ as wused in calculating tax liability.
Some of this clean-up was accomplished in HB 460.

Representatives Zharoff and Bettisworth proposed in HB 103 to repeal
the fisheries business tax entirely. This bill saw no action.

1983-1984

Three pieces of legislation offered in the Thirteenth Legislature would
have established a fisheries business tax credit program. None of these
proposals were enacted. Senator Ferguson proposed (in SB 191) a rate
reduction of one-half percent for businesses that also pay the seafood
marketing assessment under AS 16.51.120. Senator Mulcahy proposed (in
SB 379) to grant up to a 50 percent credit on tax liability for pur-
chases of equipment used in processing a developing commercial fish
species. The Senate Resources Committee Substitute for this bill
restricted the credit to equipment for processing bottomfish.

Representative Zharoff also sponsored legislation granting a tax credit
of up to 50 percent of the Tfish tax liability. Under his proposal,
credits would have included expenditures for improvement of quality con-
trol and upgrading or modernization of processing facilities as well as
expenditures for equipment used 1iIn processing developing commercial
species. The House Special Committee on Fisheries™ version of HB 518
generalized the credit to apply to any capital expenditure but restric-
ted its application to shore-based canneries and limited the applica-
tion of credits to no more than five consecutive years. The bill would
have required the Department of Revenue to make an annual report to the
legislature describing the expenditures for which the credit was granted
and the attendant increases in employment or processing capacity. The
bill was iIn House Rules Committee when the legislature adjourned.

* * * * *

1 hope that this memorandum has provided you with the information you
sought. IT you would like more detailed information regarding any of
the measures discussed above or 1if you have any Tfurther questions,
please don"t hesitate to call me.
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(File No. 5128). 627 P.2d 205 (1981).

The purpose of excluding "insur—
ance businesses" from the coverage of
A'S 43.70.030(a) by virtue of the definition
in paragraph (1) is apparently to avoid
taxing these businesses twice, since
insurers are subject to a premiums tax
imposed by AS 21.09.210. Northern
Adjusters, Inc. v. Department of Revenue,
Sup. Ct. Op. No. 2332 (FileNo. 5128), 627
P.2d 205 (1981).

The term "insurance businesses"”
does not include adjusters. Northern

Adjusters, Inc. v. Department ofRevenue,
Sup. Ct. Op. No. 2332 (File No. 5128), 627
P.2d 205(1981).

Because adjusters are not "insurers””
subject to the premiums tax, they should
not be viewed as "insurance businesses””
exempt from the general license tax.
Northern Adjusters, Inc. v. Department of
Revenue, Sup. Ct. Op. No. 2332 (File No.
5128), 627 P.2d 205 (1981).

Applied in Ketchikan Spruce Mills v.
Dewey, 17 Alaska 336 (1957).

Sec. 43.70.120. Shorttitle. Thischapter may be cited as the Alaska
Business License Act. (8 1 ch 43 SLA 1949)
{

Chapter 75. Fisheries Taxes.

Article

1. Taxes and Licenses (8843.75.010 - 43.75.055)

2. Taking of Fisheries Products Which

(8843.75.100 - 43.75.120)

Are Sold Outside Taxing Jurisdiction

3. General Provisions (38 43.75.130 - 43.75.140)

Opinions of attorney general. — A
native business enterprise incorporated
under the Indian Reorganization Act of
1934, 48 Stat. 987, 25 U.S.C.A. 8476 et
seq., whether itbhe a cooperative store or a
cannery, doing business outside of an
Indian reservation issubject to the Alaska
Business License Act, AS 43.70, and this

chapter, even though those businesses

may be operated by Alaska Natives who

have incorporated under the Indian

Reorganization Act of 1934. Conversely,

such native business enterprises doing

business within a reservation are not sub—
ject to these state taxes. 1978 Op. Att'y

Gen., No. 16.

NOTES TO DECISIONS

Cited in Northern Adjusters, Inc. v.
Department of Revenue, Sup. Ct. Op. No.

2332 (File No. 5128), 627 P.2d 205 (1981).

Article 1. Taxes and Licenses.

Section

11. Fisheries business license

15. Fisheries business tax

17.  Exclusion from fisheries business
tax

Section

20. Application for license

30. Filing return and payment of tax
55. Security for collection of taxes
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§43.75.010

Alaska Statutes

§43.75.015

NOTES TO DECISIONS

State license tax on salmon
canneries with its revenue sharing
provision is not different in kind from
general gross receipts tax of Alaska
Business License Act. — See Liberati v.
Bristol Bay Borough, Sup. Ct. Op. No.

Collateral references— 35 Am. Jur.
2d, Fish and Game. $ 45. 71 Am. Jur. 2d,
State and Local Taxation. §§ 392-401.

36A C.J.S.. Fish, 5 36.

Constitutional exemption from taxation,
as subject to legislative regulation
respecting conditions of its assertion. 4
ALR2d 744.

Power of legislature to remit, release, or
compromise tax claim. 28 ALR2d 1425.

When right to refund of state or local
taxes accrues, within statute limiting time
for applying for refund, 46 ALR2d 1350.

Legislative power to exempt from taxa-
tion property, purposes, or uses additional

to those specified in constitution, 61
ALR2d 1031.

Sec. 43.75.010. Fisheries business
SLA 1979. For current law

1755 (File No. 3365), 585 P.2d 87811978).

There is no general prohibition
against like municipal and state taxes.
Liberati v. Bristol Bay Borough, Sup. Ct.
Op. No. 1755 (File No. 3365), 585 P.2d 878
(1978).

Financial hardship or inability to pay
taxes as rendering inapplicable statutes
denying remedy by injunction against as-
sessment or collection of tax, 65 ALR2d
550.

Payment of taxes to prevent closing of,
or interference with, business as involun-
tary so as to permit recovery, 80 ALR2d
1040.

What constitutes manufacturing and
who is a manufacturer under tax laws, 17
ALR3d 7.

Validity and construction of state stat-
ute making successor corporation liable
for taxes of predecessor. 65 ALR3J 1181.

licenses. [Repealed. 8 13 ch 79

,see AS 43.75.011.]

NOTES TO DECISIONS

State license tax on salmon
canneries with its revenue shnring
provision is not different in kind from
general gross receipts tax of Alaska
Business License Act. — See Liberati v.
Bristol Bay Borough, Sup. Ct. Op. No.

1755 (File No. 3365). 585 P.2d 87S (1978).

There is no general prohibition
against like municipal and state taxes.
Liberati v. Bristol Bav Borough. Sup. Ct.
Op. No. 1755 (File No0.'3365). 565 P.2d 673
(1978).

Sec. 43.75.011. Fisheries business license. A person engaging or
attempting to engage in a fisheries business shall first apply for and
obtain a license as provided in AS 43.73.029. (5 s ch 79 SLA 1979)

Cross references. — Fur legislative
findings and purpose relating to AS 43.75,

see *4 | anil 2. ch. 79. SLA 1979 in the
Temporary and Special Acts.

Sec. 43.75.015. Fisheries business tax. (a) A person engaged in a
fisheries business is liable for and shall pay the tax levied by this
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section on the value of each of the following fisheries resources pro-
cessed during the vear at the rate set out after each:

(1) salmon canned at a shore-based cannery — four and one-half per
cent;

(2) salmon processed by a shore-based fisheries business, except
salmon for which the tax is due under tl) of this subsection, and all
other fisheries resouices processed by a shore-based fisheries business
— three per cent;

(3) fisheries resources processed by a floating fisheries business —
five per cent.

(b) Instead of the taxes levied by (a) of this section, a person who
processes a developing commercial fish species is liable for and shall
pay a tax equal to

(1) one percent of the value ofthe developing commercial fish species
processed by a shore-based fisheries business during the year; and

(2) three percent of the value of the developing commercial fish
species processed by a floating fisheries business during the year.

(c) A person engaging or attempting to engage in a fisheries busi-
ness who first actually and physically processes the fishery resource, or
a person who purchases a fishery resource that is frozen from a person
excluded by AS 43.75.017 from liability for the tax. is liable for and
shall pay to the department the entire tax imposed by this section. In
determining this tax liability, the person may deduct from the value of
the fishery resources processed the value of fishery resources that are
canned or processed for other fisheries businesses. A person taking the
deduction authorized by this subsection shall report all information
relating to the deduction in accordance with regulations issued by the

department. (8 3ch 79 SLA 1979;

Effect of amendments. — The 1981
amendment, substituted "who processes”
for "engaged in a fishery business which
includes processing” preceding "a
developing commercial fish” in the
introductory language of subsection ib>,
ar.d in subsection tc». added "or s person
who purchases a fishery resource that is
frozen from a person excluded by AS

NOTES TO

A tax on the business ofcatching and
ennning salmon is not a property tax.
Pacific Am. Fisheries v. Territory of
Alaska. 2 F.2d 9 «9th Cir. 19241. ail'd. 269
U.S. 269. 46 S. CT. 110. 70 L. Ed. 270
11925).

“"Canning" is activity of salmon
cannery which is taxed. — Under longer
AS 43.75.010. the .-.limnn cannery activitv
which was taxed is that of “canning.’

am 88 5, 6 ch 117 SLA 1981)

43.75.017 from liability for the tax"
following "processes the fishery resource"
in the first sentence, deleted "not"
preceding "deduct" in the second sentence
and substituted the present third sentence
for "hut shall include that value as part of
the value of the fishery resources pro-
cessed."

DECISIONS

whether the raw fish were purchased or
otherwise obtained. Arctic M.ud v. Terri-
tory of Alaska, 27 F.2,1 120 '9th t.ir.
1960', rov'd on other grounds. 366 1'.S.
199.si -S. Ct. 929. 6 L. Ed. 2d 227 >19611

No discrimination in favor of local
canners against freezer ships under
prior law. — See Alaska v. \rctic Maid.
366 U.S. 199. SI S. Ct. 929. 6 L. Ed. 2d 227
19611
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Cold storages and other fish pro-
cessors. — For cases construing former
law requiring licenses for cold storages
and other fish processors, see Territory of
Alaska v. Arctic Maid. 16 Alaska 126.1-40
F. Supp. 190 (D. Alaska 19561, ail'd. 366
U.S. 199. 81 S. Ct. 929. 6 L. Ed. 2d 227
(1961); State v. Wakefield Fisheries. Inc.,
Sup. Ct. Op. No. 779 (File Nos. 1397.
1398). 495 P.2d 166 (1972); State v. Reefer
King Co.. Sup. Ct. Op. No. 1344 (File Nos.

Alaska Statutes

§ 43.75.030

For case discussing priority of
claims for license taxes under prior law
in a bankruptcy proceeding, see Inre King
Salmon Fisheries Co., 7 Alaska 97 (19231.

Constitutionality of former provi-
sions taxing salmon canneries on basis
of numberofcases packed. — See Tern-
tory of Alaska v. Pacific Am. Fisheries. 7
Alaska 160. alTd. 2 F.2d 9 i9th Cir. 19241.
afTd. 269 U.S. 269, 46 S. Ct. 110. 70 L. Ed.
270 (1925).

2605. 2606. 2607), 559 P.2d 56 (1976).

Sec. 43.75.017. Exclusion from fisheries business tax. A person
is not liable for the fisheries business tax under AS 43.75.015 when the
fishery resource is frozen aboard a fishing vessel if

(1) the vessel is operated as a commercial fishing vessel under a
valid commercial fishing license:

(2) the fishery resource is not processed beyond heading, gutting or
cleaning, freezing and glazing:

(3) the fishery resource was caught by the vessel; and

(4) the fishery resource is sold by the person claiming an exclusion
from the tax to a fisheries business licensed under this chapter. (8 7 ch
117 SLA 1981)

Sec. 43.75.020. Application for license. <a) Application for a
license shall be filed with the department and accompanied by an
initial fee of S25. A separate initial fee is required for each plant
specified in the application covered by the license. The application
shall contain the name of the applicant, the line of business to be
licensed, place of business, and other facts which the department pre-
scribes. The applicant shall state that the applicant agrees to pay the
license tax. and that the applicant will make a return and pay the tax
at the time provided by law.

(b) Upon receipt of the application in proper form accompanied by
the initial fee the department shall issue the license. 1it 2 ch S2 SLA
1949: am S 93 ch 59 SLA 19S2)

Effect of amendments. — The 13S2

amendment deleted "as of the date the
application is filed or mailed, and the
applicant may cam-on the business from

the djtc the application was actually
mailed" following "the license" in subsoc-
tion *bi. and. made other, minor changes,

Sec. 43.75.030. Filing return and payment of tax. mi A person
subject to the tax shall file a return stating the value of fisheries
resources processed during the license year, computed as required by
this chapter, and such other information as the department prescribes
by regulation. The return shall show the license number and shall be
signed by the taxpayer or an authorized agent, under penalty of per-
jury. Ifa receiver, trustee, or assign is operating the property or busi-
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ness, that person shall file the return for the person. A tax due or. the
basis of such a return shall be collected in the same manner as if
collected from the person of whose business the receiver, trustee, or
assign has custody and control.

(b) The return shall be made on the basis ofthe calendar year to the
department at Juneau before April 1 after the close of the calendar
year.

(c) The department may adopt regulations for the granting ofa rea-
sonable extension oftime for filing and may grant an extension oftime
for filing.'

fd) The tax shall be paid before April 1after the close ofthe calendar
year.

(e) Every person engaging or attempting to engage in a business for
which a license is required under this chapte: shall keep records, make
statements under oath, file returns, and comply with all regulations
which the commissioner of revenue may adopt.

(f) When the department considers it is necessary, it may require a
person, by notice served upon the person, to file a return, make such
statements under oath, or keep and display to such records as it
considers sufficient to show the tax for which the person is liable. If a
person fails to file a return as prescribed by law nr by regulation, or
makes, wilfully or otherwise, a false or fraudulent return, the depart-
ment shall make the return from the information which it can obtain.
A return made by the department is prima facie good and sufficient for
all legal purposes. (8§ 3 ch 82 SLA 1949; am 8§ 2, 3 ch 146 SLA 1962;
am §8 5, 6 ch 79 SLA 1979)

Effect of amendments. — The 1979 section (a) and in subsection (e), deleted
amendment substituted "fisheries "such" preceding "records,"” preceding

resources” for "raw fisheries products” in
the first sentence of subsection la), deleted
"AS 43.75.010 — 43.75.050 of' preceding
"this chapter" in the first sentence of sub-

NOTES TO

Applied in Schlothan v. Territory of
Alaska. 276 F.2d 600 (9th Cir.i. cert.

"statements." and preceding "returns" in
subsecti n te), and substituted "all regu-
lations wh. ch" for "such regulations as" in
subsection cl.

DECISIONS

denied. 362 I\S. 990. SOS. Ct. 1079, 4 L.
Ed. 2d 1022 (1960).

Sec. 13.75.050. Violations and penalties. IRepealed. $ 4 ch 94 SLA
1976: # 3 ch 166 SLA 1976: H 45 16 ch 113 SLA 1960. For current

law. see A S 43.05.220 and 43.05.290.1

Sec. 43.75.055. Security for collection of taxes. Each applicant
for a license under this chapter shall, in or with the application, state
under oath the amount of each of the products which the applicant
expects to produce during the license year. The applicant shall further
state the extent of lienable real property owned by the applicant in the
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state against which the tax may be collected and other information
with respectto description, location and value ofthe property which the
department prescribes. Ifthe lienable value ofthe property isnotequal
to three times the amount of the tax for which the applicant will
probably be liable under this section, the department may not issue the
license until the applicant files with the department a surety bond
approved by the attorney general in a penal sum equal to twice the
probable amount of the tax for which the applicant will be liable,
conditioned upon payment of the tax in full when due, with interest if
not paid before delinquency. However, if the applicant purchases
salmon for export from Alaska in the round, the amount of the bond is
$50,000 unless the applicant is the owner of lienable real property in
the state ofa value of at least $50,000, and the bond must be condi-
tioned upon payment to the fisherman ofthe full purchase price for the
salmon and the payment ofthe tax in full when due. The department
may waive the bond requirement if the applicant posts other security
in the form of collateral acceptable to the department or prepays the
estimated tax. t§ 4 ch 84 SLA 1967: am $ 8 ch 79 sLA 1979)

Effect of amendments. — The 1979
amendment added the present fourth sen-
tence and added "or prepays the estimated

tax" to the end of the present fifth sen-
tence.

Secs. 43.75.060 — 43.75.095. Cold storage and otherllsh processors

[Repealed. §8 13 ch 79 SLA 1979.1

Article 2. Taking of Fisheries Products Which Are
Sold Outside Taxing Jurisdiction.

Section Section

100. Tax imposed on taking of fishery
resource

110. Duty of taxpayer and payment of tax

Collateral references. — 35 Ain. Jur. Loadintr or unloading interstate freight

2d. Fish and (lame. * 45: 71 Am. Jur. 2d.
State and Local Taxation. tS 392-401.

36A C.J.S.. Fish, s 30.

State tax on or in respect of goods
shipped in interstate commerce to
consignee for sale on consignors account
without previous sale or order for pur-
chase. 4 ALR2d 244.

in pertormance nfobligation resting upon
one other than interstate carrier as inter-
state commerce as regards local taxation.
10 ALR2J tial.

Property destined for removal from state
as suhiect to taxation therein. 11 ALR2J

k.

Sec. 42.75.100. Tax imposed on taking of fishery resource, ml
A person taking, purchasing, or otherwise acquiring a fishery resource
covered by this chapter which has not been subject to the tax imposed

186
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in AS 43.75.015 is subject to the tax levied in AS 43.75.015 on the value
of the fishery resource if the person

(1) transports the fishery resource to a point outside the taxingjuris-
diction ofthe state for subsequent processing or sale outside the taxing
jurisdiction of the state;

(2) sells the fishery resource outside the taxing jurisdiction of the
state; or

(3) has the fishery resource processed by a fisheries business in the
state.

(b) The'rate oftax that shall be paid by a person whose liability for
the tax is established by this section is the rate oftax that would have
been dueunder AS 43.75.015 ifthe fisheries business that first actually
and physically processed the fish had been liable to pay the tax.
ch 190 SLA 1959; am § 4 ch 79 SLA 1979; am 8,9 ch 117 SLA 1981)

Effect of amendments. — The 1979 graphs 11)and (2) of subsection la), deleted
amendment rewrote this section. "or" at the end of paragraph il) and added
The 1981 amendment deleted "sold" "or” at the end of paragraph i2) of subsec-
following “fishery resource" in the tion (a) and added paragraph (3) of that

introductory language of subsection (al.
deleted "to a fisheries business" in para-

subsection. The amendment also rewrote
subsection tbh>.

Sec. 43.75.110. Duty of taxpayer and payment of tax. A person
subject to taxes under AS 43.75.100 shall make a return stating the
value of fisheries resources taken, purchased, or otherwise acquired
during the license year for sale to fisheries businesses outside of the
taxing jurisdiction of the state computed as required by AS 43.75.100,
and other information to carry out the provisions of AS 43.75.100 as
may be prescribed by the department. The return shall contain the
license number and shall be signed by the taxpayer or an authorized
agent, under penalty of perjury. If a receiver, trustee, or assign is
operating the property or business, that person shall make the return
for the person. A t-ix due on the basis of such return shall be collected
in the same manner as if collected from the person of whose business
the receiver, trustee, or assign has custody and control. The require-
ments for time and place of payment of tax, and the obligation to keep
records and make the records available to the commissioner ofrevenue
are the same as those prescribed in AS 43.75.011 — 43.75.050. (8 2ch
190 SLA 1959; am S 9 ch 79 SLA 1979)

Effect of amendments. — The 1979 floating canneries" in the first sentence
ar ndment substituted "fisheries and substituted "AS .13.73.011 —
resources taken, purchased, or otherwise 13.73.0.70" lor "the business license lax
acquired"” lor "raw fisheries products law for salmon canneries” at the end of the

taken" and “fisheries businesses" for fifth sentence.
"freezer ships, floating culd storages, or

Sec. 43.75.120. Violations and penalties. IRepealed H 46 ch 111

SLA 1080.1
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Article 3. General Provisions.

Section

130. Refund to local governments
140. Definitions

Sec. 43.75.130. Refund to local governments. The commissioner
of revenue shall pay

(1) to each municipality unified under AS 29.68.240 — 29.68.440.
and to each city located in the unorganized borough, 50 percent of the
amount oftax revenue collected in the municipality from taxes levied
by this chapter;

(2) to each city located within a borough, 25 percent of the amount
of tax revenue collected in the city from taxes levied by this chapter;
and

(3) to each borough

(A) 50 percent of the amount of tax revenue collected in the area of
the borough outside cities from taxes levied by this chapter; and

(B) 25 percentofthe amountoftax revenue collected in cities located
within the borough from taxes levied by this chapter. (8§ 6 ch 155 SLA
1962; am § 75 ch 69 SLA 1970; am § 10 ch 218 SLA 1976; am § 11 ch
79 SLA 1979; am § 10 ch 117 SLA 1981)

Effect of amendments. — The 1979 percent” for 20 percent" in paragraphs il)

amendment rewrote this section.
The 1981 amendment substituted "50

NOTES TO
State license tux on salmon
canneries with its revenue sharing

provision is not different in kind from
general gross receipts tax of Alaska

Sec. 43.75.135.

§ 13 ch 79 SLA 1979.1

Sec. 43.75.136.

ture Bank

/Repealed. 8§ 20 ch 117 SLA

and i3i(A) and substituted "25 percent" for
"10 percent" in paragraphs t2) and i3)iB>.

DECISIONS
Business License Act. — See Liberati v.
Bristol Bay Borough. Sup. Ct. Op. No.

1755 (File No. 33651. 535 P.2d 878 <197S>.

Additionalrefund to boroughs and cities. [Repealed,

Appropriations to Com mercial Fishing and A gricul-

1981.1

Sec. 43.75.140. Definitions. In this chapter
(1) "department” means the Department of Revenue;

(2) "developing commercial fish species” means those species offish
and shellfish annually designated by the commissioner of (tsh and

game under AS 16.05.050(12);

i3) "fisheries business” means a person who engages in processing
fisheries resources for sale by freezing, cooking, salting, or other
method and includes but is not limited to canneries, cold storages,
freezer ships, and processing plants:
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(4) "fishery resource” means fin fish, shellfish and fish by-products,
including but not limited to salmon, halibut, herring, flounder, crab,
clam, cod, shrimn, and pollock;

(5) "floating + sheries business” means a fisheries business which is
not a shore-based fisheries business; the term includes, but is not lim-

missioner ited to, a shore-based fisheries business as defined in (6)(B) of this
section when it is removed from the state;

29.68.440, (6) "shore-based fisheries business” means a fisheries business
‘ent of the (A) operated from a facility which is permanently attached to the
xes levied land: or

(B) operated from a facility which remains in the same location in
e amount the state for the entire tax year;
mchapter; (7) "taking” means pursuing, fishing, capturing, or harvesting a

fisheries resource in any manner;
(8) "value” means the actual price paid for the fisheries resource by

‘e area of the fisheries business, including indirect consideration such as fuel,
:and supplies, or gear, whether paid at the time of purchase of the fisheries
is located resource or tendered as a deferred or delayed payment, except that
loo SLA "value” means the market value of the fishery resource if the taking
ns 1llch of the fishery resource is done in company-owned or

company-subsidized boats operated by employees of the fisheries busi-
ness or in boats which are operated under lease or other arrangement.

ngraphs(l) (8 3¢ch 79 SLA 1979: am § 46 ch 94 SLA 1980; am § 46 ch 113 SLA
-ercenf’ for 1980; am §§ 11, 12 ch 117 SLA 1981)
.md (31(B).
Revisor’'s notes. — Reorganized in of' preceding "the fishery resource" and
1983 to alphabetize the defined terms. substituted "done" for "procured”
Effect of amendments. — The first preceding "in company-owned'lin the defi-
Liberati v. and second 1980 amendments both nition of "value". The amendment also
.. Op. No. repealed the definition of "year". added the definition of "taking".

'78 (1978). The 1981 amendment added "the taking

Chapter 76. Salmon Enhancement Tax.
\epealed )
Section Section

A sricul-

s of fish
":sh and

meessing
r other
Horaces,

10. Three percent salmon enhancement
tax

11. Two percent salmon enhancement tax

15. Election to approve or terminate
snlmon enhancement tax

20. Termination of salmon enhancement

tax
25. Collection of tax and disposition of
proceeds
Edilor's notes. — |I-'or findings and

purpose ofenacting legislation, see s 1. ch.

28. Liability for tax on salmon shipped
from state

30. Accounting of financing received as a
result of the salmon enhancement
tax

10. Definition

154. SLA 19S0. in the Temporary and Spe-
cial Acts.
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Alaska I*tate IGegialature

REPRESENTATIVE COMM”‘[EES
BETTE CATO
DISTRICT 6 CHATRMAN
BOX 775 HOUSE TRANSPORTATION
VALDEZ.. ALASKA 99686
(907)835-4568 MEMBER
WHILE INJUNEAU IHoubb of Utepreaentatiuea &%%%%ﬁ%
POUCHV
JUNEAU. ALASKA 9811
(907)465-4658
(907)586-2660
MEMORANDUM March 14th, 1985
T0: Representative Al Adams
Chairman

House Finance
FROM: Representative Bette Cato t
SUBJECT: CSHB 58

On January 16th | introduced House Bill 58 "An act relating to the
fisheries business tax" This bill was referred to Special
Committee on Fisheries, Resources Committee and Finance

The purpose of this legislation is to provide an incentive to shore
based processors to upgrade the quality of their present facilities
and equipment in order to enhance the quality, quantity and
diversitivity of Alaska's processed seafood

This bill would allow shore based processors to take a credit of up
to 50% of their business tax liability for capital improvement
projects undertaken in the tax year. | feel this credit would help
relieve some of the pressures currently being experienced by the
fishing industry. Updating, upgrading and expanding their plants
and equipment is vital if the State's seafood industry is to remain
competitive, diversified and economically progressive. This credit
offers the shore based processors the capital to complete the
expanding and upgrading of their plants.

The Department of Revenue would promulgate regulations for
approving applications and would have 60 days to approve or
disapprove applications submitted. The Department would prepare a
report to the Legislature each regular legislative session
describing what the credits were used for, and if possible, how
employment and the processing capacity of the fisheries were
improved.



The history of this bill is detailed in my request to the House
Research Agency number 85-039. The members of the Committee should
find this paper helpful in their deliberations.

I urge your support for HB 58.

Sincerely,

Representative Bette Cato
House of Representatives
District 6

BC/wWC



SECTIONAL ANALYSIS CSHB 58 - REPRESENTATIVE CATO

Section 1 AS 43.75.015 is amended by defining the amount of
business tax a fisheries business is liabhle for.

1. Salmon canned at a shore based cannery - 4*%

2. All salmon processed (except canned) and all fish processed by
shore based processors - 3%

3. Fish processed by floating processors - 5%

Section 43..75.018 is amended by adding a new section:

A fisheries business is entitled to not more than 50% of their
business tax liability for capital expenditures made during a tax
year. These expenses relate to the fisheries business.

A fisheries business may claim this credit fora maximum of five
consecutive years. This credit may begin anytime duringthe period
from 1985-1989.

If a capital expenditure exceeds the amount eligible for a credit
the fisheries business may carry the credit forward for a
subsequent tax year within the five year period. No credit may be
carried back to previous years.

A tax credit will not be approved for property orequipment  that
has previously received a tax credit. (Property sold can not
receive a tax credit by the purchaser if a credit has already been
received by the seller)

A tax credit will not be allowed if property is sold or transferred
between businesses who have substantial common ownership.

The Department shall adopt regulations defining capital
expenditures eligible for tax credits. Any applications submitted
to the Department for credit shall be approved or disapproved
within 60 days of the application being filed.

The Dept, of Revenue in conjunction with the Dept, of Commerce and
Economic Development shall submit a report to the Legislature by
the 60th day of each regular session outlining expenditures for
which credit was claimed and increases in employment and processing
capacity as a result of this credit.

Sec 3. As 43.75.130 is amended by adding a subsection which covers
the municipalities who receive 50% of the raw fish tax.

This new subsection states that the municipalities will receive the
amount they would have as if the tax credit were not applied.

This is to ensure that the municipalities receive the full amounc
of the 50% of the fish processors business tax liability and not
50% of the amount that was paid after the credit was applied.

Sec. 4. AS 43.75.140 is amended by adding a new paragraph:

This ,?aragraph states that if a capital expenditure is used for
credit under the Federal Income Tax system, this capital .
expenditure is not entitled to be used for a credit under this

program.



CODE

016
017
018
020

107

118

692

135
843

140

575
576

TYPE OF TAX

OIL 4 GAS PROPERTY
ALCOHOLIC BEVERAGE EXCISE TAX

TAX

CIGARETTE TAX (GF)
CIGARETTE TAX (SP)
ELECTRIC £ TELEPHONE
HIGHWAY MOTOR FUEL TAX
AVIATION MOTOR FUEL TAX
MARINE MOTOR FUEL TAX

INDIVIDUAL |
FIDUCIARY
CORPORATION

NCOME TAX

INCOME TAX

INCOME TAX

BUSINESS LICENSE

ESTATE TAX
SCHOOL TAX

SALMON ENHANCEMENT TAX

MINES & MINI

SALMON CANNERY-SHORE BASED TAX

SHORE-BASED

NG TAX

FISHERIES TAX

FLOATING FISHERIES TAX
OIL PRODUCTION TAX
OIL & GAS CONSERVATION

GAS FLARING

PENALTY

GAS PRODUCTION TAX

SEAFOOD MARKETING ASSESSMENT

PREPAID TAX

LIQUOR LICENSE APPLICATION

PUB LIQUOR LICENSE
BREWERY LICENSE
DISTILLERY LICENSE

BEVERAGE DISPENSARY LICENSE

CLUB LICENSE

COMMON CARRIER LICENSE

RESTAURANT LICENSE
ROADHOUSE LICENSE
RETAIL LICENSE

RETAIL STOCK SALE LICENSE
UHOLESALE GENERAL LICENSE
WHOLESALE MALT BEV. LICENSE

MISC. LIQUOR

COIN OPER. AMUSE. £ GAM. DVC. TAX
GAMES OF CHANCE £ SKILL FEES

LICENSE

MISCELLANEOUS REVENUE
TAX PREPARER"S PENALTY
AVERAGE WHOLESALE PRICE
REDISTRIBUTED REVENUE

TOTAL

DUPLICATE COMM. FISH
VESSELS £ GEAR

137-844 COMM. FISH LIC.-RES.
138-845 COMM. FISH LIC.-N-RES.
COMMER. FISH. EXT. FEE
120-230 SPORT FISH.,

SUB-TOTAL
TOTAL TAXES

INTEREST

HUNT £ TRAP LIC.

INTEREST OH LOANS

INTEREST ON
TOTAL

INVESTMENTS

INTEREST

TOTAL REVENUE

CUMULATIVE SUMMARY OF REVENUE
COLLECTED 07/01/84 THRU 1/31/85

GROSS
RECEIPTS

$ 3,373,697.80
8,713,472.83
1,215,993.68
1,901,936.81
41,794.09
17,093,331.82
5,101,772.08
3,030,825.19
1,029,284.60
3,327.00
102,009,374.07
37,578,616.57
422,034.88
0.00
2,607,574.57
193,498.76
19,164.15
1,897,759.44
212,211.15
812,777,016.84
396,189.24
3,773.67
5,171,243.35
33,128.08
1,000.00
79,250.00
400.00

0.00

0.00
715,350.00
35,100.00
27,650.00
61,800.00
0.00
324,150.00
0.00
15,000.00
1,600.00
33,159.75
61,071.36
14,936.55
1,268.52
0.00

0.00
20,000.00

& .006.218.758.85

$ 1,235.57
0.00

278,921.49
495,216.53
1,710.00
5,326,412.75

S 6.103.496.34
Si1.012.322.255.19

$ 1.420,307.09
$ 135.573,490.72
"$~136,993,797.81

AV 149.316.053.00

7/12 OR 56.332

REFUNDS

$ 842,570.02
947.22

0.00

0.00

0.00
2,304,631.19
0.00

0.00
37,157.78
0.00
=24,805,015.34
137,339.00
4,319.69
0.00
245,754.27
900.02

0.00
1,762.00
16,117.85
7,192.92
0.00

0.00

b
©
a

cgQo

eolololoNe]

0.00
$28.439.544.92

$ 0.00
0.00

2,093.54
2,859.19

0.00

14,366.77

$ 19.319.50
S26.458.6bQg

$28.458.864.42

NET
RECEIPTS

$ 2,531 ,127.78
8,712,525.61
1,215,993.68
1,901,938.81

41,794.09
14,788,700.63
5,101,772.08
3,030,825.19
992,126.82
3,327.00
77,204,358.73
37,441,277.57
417,715.19
0.00
2,361,820.30
192,598.74
19,164.15
1,855,997.44
196,093.30
812,769,823.92
396,189.24
3,773.67
5,171,243.35
31,652.08
1,000.00
78,550.00
0.00

0.00

0.00
695,350.00
35,100.00
27,650.00
59,850.00
0.00
313,975.00
0.00
15,000.00
1,600.00
32,909.75
60,403.81
14,735.48
1,250.52
0.00

0.00
20,000.00

$ 977.779.213.93

$ 1,235.57
0.00

276,827.95
452.3b7.34
1,710.00
5,312,045.98

6.084,176.84

963.863.3"0777

S 1,420.307.09

S 135,573.490.72

£1 m120.857.188.58

ESTIMATE

$ 121,000,000.00
15,000,000.00
2,100,000.00
3,300,000.00
1,700,000.00
22,000,000.00
8,000,000.00
4,200,000.00
0.00

0.00
293,000,000.00
20,000,000.00
700,000.00
0.00
2,400,000.00
300,000.00
6,000,000.00
8,000,000.00
7,000,000.00
1,332,800,000.00
700,000.00
0.00
10,600,000.00
1,200,000.00
0.00
91,000.00
0.00

0.00

0.00
802,000.00
44,000.00
34,000.00
76,000.00
0.00
364,000.00

u 0.00
149,000.C0O
29,000.00
48,000.00
225,000.00
81,000.00
1,500.00

0.00

0.00

0.00

$1,861 ,944,500.00

$ 2,000.00
0.00

507,000.00
871,000.00
4,000.00
6,594,000.00

7.978,00P.QC

10,000,000.00
265,000,000.00
~275,000,000TSFl

$2.144 m922.500.0C

NET RECEIPTS
2 OF
ESTIMATE

2.10
58.09
57.91
57.64

2.46
67.23
63.78
72.17

0.00
26.35

187.21
59.68

98.41

*
Bgoopgopg

~ 0

[o0]
OO0k

g28R8HBRNZ8888RAS

14.21
51.16
TOg

52.26
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Offered: 2/8/85
Referred: Resources and

Finance
Original sponsors: Cato, Grussendorf

and Thompson

BY THE HOUSE SPECIAL

IN THE HOUSE COMMITTEE ON FISHERIES

CS FOR HOUSE BILL NO. 58 (Fisheries)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the fisheries business tax."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.75.015(a) is amended to read:

(a) A person engaged in a fisheries business is liable for and
shall pay the tax levied by this section on the value of each of the
following fisheries resources processed during the year at the rate
set out after each:

(€D) salmon canned at a shore-based fisheries business
[CANNERY] - four and one-half percent;

(2) salmon processed by a shore-based fisheries business,
except salmon for which the tax is due. under (1) of this subsection,
and all other fisheries resources processed by a shore-based fisheries
business - three percent;

3) fisheries resources processed by a floating fisheries
business - five percent.

* Sec. 2. AS 43.75 is amended by adding new sections to read:

Sec. 43.75.018. FISHERIES BUSINESS TAX CREDIT. (a) A fisheries
business 1is entitled to a credit of not more than 50 percent of the
business tax liability under AS 43.75.015 for —capital expenditures
made during the tax year to increase product diversity, promote pro-
duction efficiency and capacity, or improve product quality at a
shore-based fisheries business facility in the state if an application
for the credit is approved by the department.

(b) A fisheries business may claim a credit under (a) of this

-1- CSHB 58(Fish)
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section for a maximum period of five consecutive years. An applicant
for the credit may elect to begin the five-year period with any tax
year from 1985 through 1989. i
(c) The portion of a capital expenditure that exceeds the amount
eligible for a credit under (a) of this section during a single ﬁax
year may not be carried back to a prior taxable year, but may be
claimed as a credit under (a) of this section for a subsequent tax
year within the five-year period elected under (b) of this section.
In no event may tax credits be approved for more than 100 percent of a
capital expenditure.

(d) The department may not approve a tax credit wunder (a) of
this section if the property for which the <capital expenditure was
made was the subject of a previous capital expenditure by another
taxpayer for whom a corresponding tax credit under (a) of this section
has been approved or if the property was sold or transferred between
fisheries businesses having substantial common ownership.

(e) The department shall adopt regulations providing for the
application for a credit under (a) of this section and for the review
and approval or disapproval or an application.

(f) The department shall approve or disapprove an application
for a credit under this section not later than 60 days after receiving
the application.

Sec. 43.75.019. TAX CREDIT REPORT. Not later than the 60th
legislative day of each regular legislative session the Department of
Revenue, in conjunction with the Department of Commerce and Economic
Development, shall submit to the legislature a report on the fisheries

business tax credit program under AS 43.75.018. The report shall
describe the expenditures for which a credit was claimed during the

previous tax year and, if possible, the increase in employment and

CSHB 58 (Fish) -2-
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processing capacity by the fisheries businesses for

was approved.

Reporting under this section shall

regular session of the Fifteenth Alaska Legislature.

* Sec. 3. AS 43.75.130

(b) For purposes of this

AS 43.75.015 from a person entitled to a credit

shall be calculated as

applying the credit.

* Sec. 4. AS 43.75.140

o)

equipment and the costs of

“"capital

whom the credit

begin with the first

is amended by adding a new subsection to read:

section, tax revenue

collected under

under AS 43.75.018

if the person’s tax had been collected without

is amended by adding a new paragraph to read:

expenditures”™ includes

as defined by the commissioner of commerce and

but does not

include

expenditures

federal income tax purposes in the

paid.

* Sec. 5. AS 43.75.018,

repealed June 30,

1994.

43.75.019,

that are

the price paid for the

impi'ovements made to depreciable property,

economic development,

deducted entirely for

year in which they accrued or were

43.75.130(b),

and

43.75.140(9) are

CSHB 58(Fish)
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Introduced: 1/16/85_ )
Referred: House Special Committee on
Fisheries Resources and Finance

IN THE HOUSE BY CATO AND GRUSSENDORF

For

BE

HOUSE BILL NO. 58

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act relating to the fisheries business tax."™

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 43.75.015(a) is amended to read:

(a) A person engaged in a fisheries business is liable for and
shall pay the tax levied by this section on the value of each of the
following fisheries resources processed during the year at the rate

set out after each:

1) salmon canned at a shore-based fisheries business
[CANNERY] - four and one-half percent;

(2) salmon processed by a shore-based fisheries business,
except salmon for which the tax is due under (1) of this subsection,
and all other fisheries resources processed by a shore-based fisheries
business - three percent;

3) fisheries resources processed by a floating fisheries
business - five percent.

Sec. 2. AS 43.75 is amended by adding new sections to read:
Sec. 43.75.018. FISHERIES BUSINESS TAX CREDIT. (a) A fisheries

business is entitled to a credit of not more than 50 percent of the
business tax liability under AS 43.75.015 for capital expenditures
related to a shore-based fisheries business facility in the state made
during the tax year if an application for the credit is approved by
the department.

(b) A fisheries business may claim a credit under (a) of this

section for a maximum period of five consecutive years. An applicant

-1- HB 58
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for the credit may elect to begin the five-year period with any tax

year from 1985 through 1989.

(c) The portion of a capital expenditure that exceeds the amount
eligible for a credit under (a) of this section during a single tax
year may not be carried back to a prior taxable vear, but may be

claimed as a credit under (a) of this section for a subsequent tax

vyear within the five-year period elected under (b) of this section.

In Nno event may tax credits be approved for more than 100 percent of a

capital expenditure.

d) The department may not approve a tax credit under (a) of
this section if the property for which the capital expenditure was
made was the subject of a previous capital expenditure by another
taxpayer for whom a corresponding tax credit under (a) of this section

has been approved.

(e) The department shall adopt regulations providing for the

application for a credit under (a) of this section and for the review

and approval or disapproval of an application.

(f) The department shall approve or disapprove an application

for a credit under this section not later than 60 days after receiving

the application.

Sec. 43.75.019. TAX CREDIT REPORT. Not later than the 60th

legislative day of each regular legislative session the Department of

Revenue, in conjunction with the Department of Commerce and Economic
Development, shall submit to the legislature a report on the fisheries
business tax credit program under AS 43.75.018. The report shall
describe the expenditures for which a credit was claimed during the
previous tax year and, if possible, the increase in employment and
processing capacity by the fisheries businesses for whom the credit
was approved. Reporting under this section shall begin with the first

HB S8 -2-



1 regular session of the Fifteenth Alaska Legislature.

2 * Sec. 3. AS 43.75.130 is amended by adding a new subsection to read:

3 (b) For purposes of this section, tax revenue collected under
4 AS 43.75.015 from a person entitled to a credit under AS 43.75.018
5 shall be calculated as if the person's tax had been collected without
6 applying the credit.

7 * Sec. 4. AS 43.75.140 is amended by adding a new paragraph to read:

8 (9) "capital expenditures™ includes the price paid for
9 equipment and the costs of improvements made to depreciable property,
10 but does not include expenditures that are deducted entirely for
11 federal income tax purposes in the year in which they accrued or were
12 paid.

13 * Sec. 5. AS 43.75.018, 43.75.019, 43.75.130(b), and 43.75.140(9) are

14 repealed June 30, 1994.

-3- HB 58



COMMITTEE REPORT

SENATE
FURTHER:
5/10/85
Date
Mr. President
The Committee on  FINANCE cons idered CSHB 58 (Fin)f M )

fisheries business tax.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

] do pass
] do pass with attached amendment(s)
v'f' replace with/or adopt™-3TS for S
new title
& same title and recommends 'ho passi
] and attached a "LETTER OF INTENT" c2_[ "-NEtt FISCAL NOTE
] reports it back without recommendation @ e
1 recommends referral to Committee
EMBERS SIGNING MEMBERS HAVING

OTHER RECOMMENDATIONS

Qy ~0ha: ran

Chairman recommendation



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE
Revision Date;
FISCAL DETAIL

Bill/ResolutionNo.: SCS CSHB 58 (Fin) Agercy Affected:  Dept, of Revenue
Title:Relatina to the Fisheries BRU:
Business Tax

Components:,

Requestor: gi?pa-t: an
DaﬂeofRe@ges: M%y, 152" dgs

EXPENDITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 86 FY 8/ FY 8 FY 8- FY 90 FY oL

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 O 0 O 0
CAPITAL 0 0 0 0 0 .
REVENUE (3500.0) (3500.0) 0 0 0 0

FUNDING : (Thousands of Dollars)

POSITIONS © | _

ANALYSIS ;  Attach aSeparate page if necessary

Prepared by - prone:,  469-4523
Division:”. Senator Jan Faiks, Co-\chN ' May 10, 1986

- - Date:
Senate Finance Committee

Approved by Commissioner: Date: _
Agency:

Distribution (bz, Agency preparing fiscal note):
Legislative Finance
Leislative Sponsor
OF10 f Neregemertnd Bt
ice of Management and Budge
Impacted Agencgy(ies) ! page.  of Wo/b




STATE OF ALASKA 1986 LEGISLATIVE SESSION
,/FISCAL NOTE

RevisionDate: —
REQUEST FISCAL DETAIL
Bill/RsoluianNo. : SCS CSHB 58 (Fin) Agency Affected: Dept, of Revenue

Titdle: Fisheries Business Tax Credit BRU:. Audi®t Division
Collection and Management

Sponsor: Cato & Grussendorf Components -.
Requestor-Spnat-p Finance
DateofRequest: May 10. 1986

EXPENDITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 8 FY 87 FY FY 8 FY 9O FY a1

PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPVENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS %

TOTAL OPERATING 0 0 O\ 0 0 0

CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 o~ 0 0

FUNDING : (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL 0 . 0 -0 . .0 o Qe
POSITIONS :
FULL-TIME o o o (0] o o

PART-TIME
TEMPORARY

ANALYSIS :@ Attachasgaratepae ifrecessary

This fiscal note zeroes previous Ffiscal note funding.

Preparedby . ) Phone: 465-4523
Division: _ Senator Jan Faiks, Co-dhhir Date: Mav 10, 1986
Senate Finance Committe

Approved by Comiissiioner - Date:

Agency: 1
Distriiution (by Agency praganing fisal note):
Legaslative Finence
Legislative Soonsor
Reguestor .
Inpected Agnoy(ies) . of Wo/b
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5/9/86
Original sponsors: Cato, Grussendorf,
Thompson and Pignalberi
IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 58 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the fisheries business tax; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.75.015(a) 1is amended to read:
(a) A person engaged in a fisheries business 1is liable for

shall pay the tax levied by this section on the value of each of the
following fisheries resources processed during the year at the rate
set out after each:

€Y salmon canned at a shore-based fisheries business
[CANNERY] - four and one-half percent;

(2) salmon processed by a shore-based fisheries business,
except salmon for which the tax 1is due under (1) of this subsection,
and all other fisheries resources processed by a shore-based fisheries
business - three peFEent; ) - %

3) fisheries resources processed by a floating fisheries
business - five percent.

* Sec. 2. AS 43.75 is amended by adding new sections to read:

Sec. 43.75.032. FISHERIES BUSINESS TAX CREDITS. (a) A fish—
eries business is entitled to a credit of not more than 50 percent of
the business tax liability under AS 43.75.015 for capital expenditures
made during the tax year that (1) 1increase product diversity, or pro-—
duction efficiency and capacity, or improve product quality, at a
shore-based fisheries business facility in the state, or (2) contrib—

ute to the development of a cooperative seafood industrial park in the

“1- SCS CSHB 58(Fin)

-
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state, if an application for the credit 1is approved by the department
in advance of the capital expenditure. A fisheries business may claim
a credit under this subsection for a maximum period of three consecu—
tive years. An applicant for the credit may elect to begin the three-
year period with any tax year from 1987 through 1989. A tax credit
under this subsection may not be approved for more than 50 percent of
a capital expenditure, plus any 1increase required under (b) of this
section.

(b) The amount of a credit under (@) of this section for a
capital expenditure involving a shore-based fisheries business facil—
ity or cooperative seafood industrial park located or to be located in
a municipality shall be increased by the amount by which the munici—
pality"s fisheries business tax refund 1is reduced under AS 43.75.-
130(c).- The total amount of a credit increase under this subsection
during a three-year period may not exceed 25 percent of the amount of
the capital expenditure.

(c) The portion of a capital expenditure that exceeds the amount
eligible for a credit under this section during a single tax year may
not be carried back to a prior tax year but may be claimed as a "crredit
unaer this section for a subsequent tax year within the three-year
period elected under (a) of this section.

(d Within 10 days after submitting an application for a credit
under (a) of this section the applicant shall send a copy of the
application to the municipality, 1if any, 1in which the shore-based
fisheries business facility or cooperative seafood industrial park for
which the expenditure is to be made 1is located or is to be located.

(e) A fisheries business is entitled to a credit of not more
than five percent of the business tax liability under AS 43.75.015 for

contributions made during the tax year to the A. W. "Winn" Brindle

SCS CSHB 58(Fin) -2-
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memorial scholarship account (AS 14_A3.250). A fisheries business may
claim a credit under this subsection for the 1987 tax year and subse—
guent tax years. A tax credit under this subsection may not be
approved for more than 100 percent of a scholarship contribution.

(f) The total tax credits that may be claimed under this section
for a tax year for capital expenditures and scholarship contributions
combined may not exceed 50 percent of the taxpayer™s business tax
liability under AS 43.75.015 for that tax year.

(9) The department may not approve®™ a tax credit under this
section if

(¢)) the property for which the capital expenditure was made
was thesubject of a previous capital expenditure by another taxpayer
for whom a <corresponding tax credit wunder this section has been
approved;

2) the property for which the capital expenditure was made
was sold or transferred between fisheries businesses having
substantial common ownership; or

3) the fisheries _business claiming the credit 1is in
arrears in the payment of a fisheries business tax under AS 43.7*5.015;
for purposes of this paragraph, a taxpayer is not 1in arrears 1if the
payment is under administrative or judicial appeal.

(h) The department shall prepare an application form for a
credit under this section.

(1) The department shall approve or disapprove an application
for a credit under this section not later than 60 days after receiving
the application.

a) In this section

(1) "cooperative™ has the meaning given in AS 10.15.595.

2 "seafood 1industrial park”™ means a seafood processing

-3- SCS CSHB 58 (Fin)
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center with facilities to land, handle, and process or to ship or
transship to any location all marketable species of seafood; a seafood
industrial park may <contain commercial Tfacilities to support the
activities of the park, and the Ilabor force and vessels that operate
at or from the park;

Sec. 43.75.034. TAX CREDIT REPORT. Not Dlater than the 15th
legislative day of each regular legislative session the Department of
Revenue, in conjunction with the Department of Commerce and Economic
Development, shall submit to the legislature a report on the fisheries
business tax credit program under AS 43.75.032. The report shall
describe the expenditures for which a credit was approved during the
previous tax year and, 1if possible, the 1increase in employment and
processing capacity by the fisheries businesses for which the credit
was approved.

Sec. 3. AS 43.75.032 is repealed and reenacted to read:

Sec. 43.75.032. TAX CREDIT FOR SCHOLARSHIP CONTRIBUTIONS. ()
A fisheries business 1is entitled to a credit of not more than five
percent of the business tax liabilityjunder AS 47.75.015 for contribu—
tions made during the tax year to the A. W. "Winn"™ Brindle memorial
scholarship account (AS 14.43.250). A tax credit under this section
may not be approved for more than 100 percent of a scholarship contri—
bution.

()] The department may not approve a tax credit under this
section if the fisheries business claiming the credit is iIn arrears in
the payment of a fisheries business tax under AS 43.75.015; for pur—
poses of this subsection, a taxpayer 1is not 1in arrears if the payment
is under administrative or judicial appeal.

(©) The department shall prepare an application form for a

credit under this section.

SCS CSHB 58 (Fin) -4- >8,
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(d) The department shall approve or disapprove an applicat
for a credit under this section not later than 60 days after receiving
the application.

Sec. 4. AS 43.75.130 1is amended by adding new subsections to read:

(b) For purposes of this section, tax revenue collected under
AS 43.75.015 from a person entitled to a credit under AS 43.75.032
shall be calculated as if the person®s tax had been collected without
applying the credit.

(c) Within 60 days after a credit is approved under AS 43.75.032
for a capital expenditure involving a shore-based fisheries business
facility or cooperative seafood industrial park Jlocated or to be
located 1in a municipality, the municipality may adopt an ordinance
directing the department to reduce the municipality®s refund under
this section over a period of not more than three years by an amount
not exceeding 25 percent of the capital expenditure.

Sec. 5. AS 43.75.140 1is amended by adding new paragraphs to read:

(©)) "capital expenditures”™ includes the price paid for
equipment and the cost of 1improvements made to depreciable property,
but does not include expenditures that are deducted entirely for
federal income tax purposes 1in the year 1in which they accrued or were
paid; 1in this paragraph, "equipment”™ and "depreciable property"™ have
the meaning given in regulations adopted by the commissioner of com—
merce and economic development;

(10) "product diversity"™ means the processing of nontradi-
tional fish or other seafood species or products;

(1D "product quality” means the handling of fish or other
seafood species or products 1inorder to increase product sales or

value.

Sec. 6. The first tax credit report under AS 43.75.034, enacted by
-5- SCS CSHB 58(Fin)
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sec. 2 of this Act, 1is due February 2, 1987, and shall describe the expen—
ditures for which a credit was approved during 1986 for the 1987 tax year.

*  Sec. 7. AS 43.75.130(c) and 43.75.140(9) - (11) are repealed
January 1, 1992.

* Sec. 8. AS 43.75.034 is repealed February 15, 1992.

* Sec. 9. Sections 1, 2, and 4 - 8 of this Act take effect July 1,
1986.

* Sec. 10. Section 3 of this Act takes effect January 1, 1992.

SCS CSHB 58(Fin) -6-
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CHANGES MADE IN CS FOR CS FOR HOUSE BILL NO. 58 (FINANCE)

Page 2

Page 2

Page 2

Page 3

Page 4

Page 4

Page 4

Line 7 - Words "“ten percent” changed to '‘five percent"

Line 11 and 12 added:
"A tax credit under this subsection may not be approved for
more than 100 percent of a scholarship contribution™

Line 17 thru 26 added:
Outlines criteria under which the one-third municipal share
may be reduced.

Line 5 thru 11 added:
Provides for notification and objection procedures to the
tax credit for municipalities.

Line 25 thru 29 added:
Sets method and procedure for municipalities to object.

Line 7 thru 10 added:
Provides an extension If municipality is not notified of
processors intent to apply for tax credit.

Line 4 thru 6
Sets limit on amount of tax credit approved for
Winn Brindle scholarship.

Line 12 thru 18

Provides for the municipalities to contribute one
third of the approved tax credit amount. The municipal
share and approval may be wailved by the department

at the processor®s request.
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5/8/86v
Original sponsors: Cato, Grussendorf,
Thompson and Pignalberi
IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 58 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the fisheries business tax; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.75.015(a) 1is amended to read:
(a) A person engaged in a fisheries business 1is liable for

shall pay the tax levied by this section on the value of each of the
following fisheries resources processed during the year at the rate
set out after each:

) salmon <canned at a shore-based fisheries business
[CANNERY] - four and one-half percent;

(2) salmon processed by a shore-based fisheries business,
except salmon for which the tax is due under (1) of this subsection,
and all other fisheries resources processed by a shore-based fisheries
business - three percent;

3) fisheries resources processed by a floating Tfisheries
business - five percent.

* Sec. 2. AS 43.75 1is amended by adding new sections to read:

Sec. 43.75.032. FISHERIES BUSINESS TAX CREDIT. (a) A fisheries
business 1is entitled to a credit of not more than 50 percent of the
business tax liability under AS 43.75.015 for capital expenditures
made during the tax year that (1) increase product diversity, or pro—
duction efficiency and capacity, or improve product quality, at a
shore-based fisheries business facility in the state, or (2) contrib—

ute to the development of a cooperative seafood industrial park in the



