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COMMITTEE REPORT

a)
HOUSE
2/14/80 FURTHER:
Date: >1 Y
Mr. Speaker:
The Committee on M12NEEY AND L AFFAIRS has aad

"Expressing gratitude to the Canadian government and the Canadian
citizens involved in the rescue of six Americans from Iran."”

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:
[ ] do pass [ ] donot pass
[ 1] do pass with attached amendments(s)
] same title
[ 1 replace with CS for f ] new title
and recommends

[ 1 AND attaches a "Letter of Intent"” [ 1 New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
CHAIRMAN

H 60 (Rev. 12/78)



(Alaska jitaie "“legislature

House of Representatives

Commillee on Pouch
. : : State Capitol
Official Buaine"® Communify & Regional Affairs Juneau, Alaska ERLL

SILL NUMBER AND TITLE: [LJ} 65 commending Canadians fir resrnp 0 f

Americans
ORIGINAL SPONSOR: AIll member of House OTHER SPONSORS:

RECEIVED FROM: FURTHER REFERRALS:
HEARING DATE: 3/10/80
MEMBERS PRESENT: Bill Parker X Pat Carney X
Margaret Branson X Charlie Parr X
Pat 0"Connell X Fred Zharoff X
Ray Metcalfe X

Committee moves to pass out resolution with changed names to
reflect newly elected leadership 1in Canada.

CONNITTEE ACTION: Resolution passed out

TAPE # ~ SIDE k Footage0-46






“ COMMITTEE REPORT

HOUSE
FURTHER RESOURCES
March 22 1979 Date: /)
Mr. Speaker:
The Committee on C&RA has had CSS3 132 (Rules)

'An Act relating to fisheries taea; eff. date.”

under consideration and (a majority <f the committee) (the committee)
reports it back with the following recommendations:

[ ] do pass [ ] do not pass

[ ] do pass with attached amendments(s)
] same title

[ ] replace with CS for ] new title
and recommends <
[ 1] AND attaches a "Letter of Intent” [ 1] New Fiscal Note

[ 1 reports it back without recommendat' i

] referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS, OTHER RECOMMENDATIONS:
/
r\ h
Yy |
CHAIRMAN

60 (Rev. 12/78)



Officinl Business

10.

11.

12.

flasks: Nlegislature

House of Representatives

Committee on pOUCh v
. . = . State Capitol
Community & Regional Affairs Juneau, Alaska 99811

DOCUMENTS RELATED TO CSSB132

CSSB 132 (Rules)

Lettpr to Senator Tillion from fenator Ziegler re constitutionality
guestions.

Letter to Senator Tillion from Joseph Donahue, Assistant A.G., re
constitutionality questions.

Letter to Rep. Osterback from John Messenger, Acting Commissioner
of Revenue, re revenue sharing projections.

Fiscal Note -- Dept, of Revenue re Shared Taxes

Fiscal Note -- Dept, of Revenue re Revenue Collection and
Management.

Review of various versions of SB132 with re.erence to local
government refund provisions.

Letter to Senator Sackett from John Messenger re fisheries
tax structure.

Letter of intent re SB 132 from Senate C&RA Committee.
Minutes -- Senate Finance Committee 3/9/79
Minutes -- Senate Finance Committee 3/10/79

July 1977 Memo--From: Avrum Gross, A.G., To: Roger Pegues

Assist A.G.. RE: Municipal revenue sharing, fish processing taxes

13.

14.

Department of Revenue Guideline

Fiscal Note—Dept, of Revenue: requested by Osterback
Re: Revenue Collection and Management



WORK DRAFT COPY WORK DRAFT COPY WORK DRAFT COPY

* Sec. . AS 43.75.130 1is amended to read:

Sec. 43.75.130. REFUND TO LOCAL GOVERNMENTS. The commissioner of
revenue shall pay to each organized borough, to [AND] each city, and to
each municipality unified under AS 29.C8.240 - 29.68. 40, 20 [OF THE FIRST
CLASS 10] per cent of the amount of tax revenue collected in the municipal—
ity [BOROUGH OR CITY] from taxes levied by AS 43.75 [AS 43.75.010 - 43.75.-
090]. IT tax revenue 1is collected in a city within a borough, the depart—
ment shall pay an amount equal to 10 per cent of the amount of revenue
collected in the city within the borough to the City and the same amount to

the borough.

* Sec. . AS 43.18 is amended by adding new sections to rend:

facilties grant account 1is established in the general fund. An amount to
carry out the provisions of (b) of this section may be appropriated annually
by the legislature to the account.

(b) Within the limits of legislative appropriations for this purpose,
the commissioner may make grants to municipalities receiving snared fish-—
eries tax revenues under AS 43.75.130. A grant provided under this section
may not exceed 13 1/3 per cent of the amount of revenue collected in the
municipality from the tax levied and collected under AS 43.75. The commis —
sioner may make a granL to a municipality under this section only if the
municipality demonstrates to the commissioner®s satisfaction that the grant
will be ufed on a fisheries project.

(c) In this section,

(1) "commissioner™ means the commissioner of | ]i
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(2) "fisheries project”™ means a dock or comparable facility
which may be used for the transfer or transportation of fishery products,
including all utilities necessary to service the project;

(3) "municipality" means a borough, home rule or general law

city, or a municipality unified under AS 29.68.240 - 29.68.440;

20



r-r —a
£ Senate
Office of tde Secretary
Pouch V
O fficial Business March 13, 1979 Junei?teAE\:E;oslagsll
MEMORANDUM TO: Rules Commictee
From: Secretary of the Senate <fo
Subject: COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 132

(relating to fisheries taxes) - Conclusion
on by Senate Judiciary Committee Chairman

President Tillion referred the above message to the Rules

Committee this date.



Serufe

vy . oL EA ;

\,e’ SUF/ Coiirifi(lct: on “udieurg i'ourh v
. - Stulr Capitol .

O fficitil Baaint'3» JUI’]CUU, Alaaku CDS

March 12, 1979

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature

Re: C-SB 132
Dear Mr. President:

On March 9, 1979, you requested me, in ny capacity as chairman of
the Senate Judiciary committee, to review the captioned bill and tc
report to the Senate as to its constitutionality.

At the outset, | should state that the following comments are mine
and mine alone; 1 do not nrofess to speak for the other members of
the Judiciary committee. It should likewise be noted that | do not
claim any special expertise in ihe field of constitutional law, nor
have | had sufficient time to devote to the research which would
ordinarily be entailed in analyzing this bill.

A close reading of CSSB 132 i idicates two sections of the bill would
run afoul of the Alaska Constitution. Those two are 43.75.136, pro-
viding for payments to the Commercial fishing and Agriculture Bank,
and 43.75.131, making increased refunds to local government.

Article 1IX, sec. 7 or the Alaska Constitution provides as follows:

"The proceeds of any state tax or license shall not 1?
dedicated to any special purpose except when required

by the federal government for state participation in
federal programs. This provision shall not prohibit tiie
continuance of any dedication for special purposes existing
upon the date of ratification of the constitution by the
people of Alaska.”

I was assisted in nmy efforts to check the constitutional:ty of the
questioned sections of the bill by the opinions of two Attorneys General
dated, respectively, April 4, 1969 and Mav 2, 1975. Doth opinions not
only considered the case law of this and other jurisdictions, sparse as
it is, but they also reviewed the minutes of the Alaska Constitutional
Convention and committees thereof. It is evident, in both these opinions,
that the framers of our constitution did not want to have additional
taxes earmarked or dedicated to special purposes.



A dedication of 1'n per cent of the Firh tax existed <t t*e time of tIm
ratification of the Constitution, end the <e licut-ion clearly f.illr,

vithin the exemption. Problems arise when that ten per cent is increased.
as in the instant bill, to thirty-throe and one-third per cent. The issue
of the constitutionality of increasing the percentage of an existing dedi-
cated fund was not specifically addressed by either of the opinions re-
viewed. However, material contained in these opinions strongly suggests
that increasing an existing dedicated fund was not intended by the
Ccnstitution.

It is equally clear that payments to the Commercial Fishing and Agriculture
Bank and earmarking state tax revenue for the construction of docks, etc.
by local governmental units would do violence to the Constitution cf the
State of Alaska.

The Attorney General's opinion of April 4, 1969 holds:

"The proceeds of any state tax or license which must he shared
with local governmental units are dedicated to a special pur-
pose and are in violation of Article IX, sec. 7 of the

Alaska Constitution.”

The Attorney General's opinion of May 2, 1975 states:

"Accordingly, it is our conclusion that the dedication of
any source of public revenue: tax, license, rental, sale,
bonus-royalty, royalty, or whatever is limited by the state
Constitution to those existing when the Constitution was
ratified or required for participation in federal programs.

Conclusion: CSSB 132, as w itteri, is patently unconstitutional.

Chairman
Senate Judiciary Committee

RHZ/pkz
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Wu M M JAY S. HAMMOSO, CQVIRNOF

WESEAfISTMK.VT «F JAW
DFEITT B i REORIG Clodry 1 BONGH KagiAjq CAgdTOL

March 14, 1979

"I'he Honorable Clem Tilli.cn

President of the Senate I
Alaska Stace Legislature

Pouch V

Juneau, Alaska 99811

Re: CSS3 132 (FINANCE), relating to fish-
processing taxes

Dear Senator Tillion:

In your letter of March 12, 1979, you requested
that this office review AS 43.75.131 and 135 as proposed in
the above-referenced bill in light of the comments of Senator
Ziegler, Chairman, Senate Judiciary Committee, who raised
substantial concerns regarding the constitutionality of
these provisions under Article 9, Section 7 of the Alaska
Constitution. That provision states:

The proceeds of any state tax or license
shall not be dedicated to any special
purpose, except asprovided in section 15
of this article orwhen required by the
federal government for sfte participa—
tion in federal programs. This provision
shall not prohibit the continuance of any
dedication for special purposes existing
upon the date of ratification of this
section by tha people of Alaska.

AS 43.75 130 and 135 in the present fish processing
tax chapter presently provide that the "commissioner of
revenue shall pay to each organized borough and each city of
the first class [twenty percent] of the amount of tax revenue"
collected under this chapter. Since & 130 was originally
enacted in 1962 (5 6, ch. 155, SLA 1962) and & 135 in 1963
(88 1, ch. 89, SLA 1963) neither of the refund provisions
qualify under the grandfather clause in the second sentence
of the constitutional provision. This mandatory language
("shall pay") was carried over into tne new proposal AS
43.75.131 which r* Tiires the following distributions:



DRAFT

It is the intent of this committee that the revenue
shared with the local municipalities pursuant to AS 43.75.13i
be used for docks and ther fisheries related projects. It
is believed that such improvements would operate as an
incentive to the development of a bottomfishing industry in
the state as well as to improve and further develop the
fisheries currently being exploited. This committee recognizes
L.nat AS 43.75.131 and 136 merely reflect the policy of the
current legislature and that future legislatures would be
free to disregard the formula set forth therein. Future
legislatures should examine the extent to which municipalities
which have received these revenues have made reasonable
efforts to meet the demand for fishery related facilities.

IfT future legislatures find that needed Tfisheries development
programs have not vcen implemented, the revenue sharing

program reflected in AS 43.75.131 should be reevaluated.



HEIV-USTMENT OF KEVEXt"E

Omti Of JHE COHHISSIDHEK I fBL'CH S IVKHU iiSil

March 8, 1979

Tlie Honorable Alvin Osterback
Co-Chairman

House Resource Committee
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Osterback:

You haV"l requested the Department oi Revenue 1look at
Jish tax receipts that would be collected it < tax
rate based on the effective current canned salmon
rate was a&qli%d uniform!y,.

The breakdown of revenues on the attached sheet;; ]
based on a tax int.e of A,4ﬁ perccnl . TH > rate was
arrived at by taking the raw value of salmon used by
canneries, $121,758,700 (based on LIsh And Game Catch

Estimates) and dividing it by flic fY 1978 tax collected

from cannei ies, $5,429 ta"B.

The total amount of revenue that would be collected
using a 1. A9 percent rate would be $19,205,850. A
further breakdown of this total is .attached for your
.informal ion.

John R. _.Messenger
Actino Commassioner



GENERAL FUND PORTION
(1977-1978)
Based on 4.45%

EXTSTITG SYSTEN

éfRICULTURE BANE

PROPCSED SYSTEN

55,068,617

PROPO ".IKO SYSTEM

953, 921,741

NX1ST ING SYSTEM

81, 202, 180

TOTALS
(1971-1978)

PRO OSED SYSTEM
gSTIN< SYSTEM
515,705,550
58, 100, 000

AC.pxrv rgn-rt?2'- t o"/P.evr-gv:



C3MHES1TISS

ANCHORAGE CITY f,
BOROUGH

BRISTOL BAY

CORDOVA

CRAIG

M1TL INGHAM

.ainf.s

HAINES

HOMER

HOOKAH

HYDA3URG

JUNEAU CITY L BOROUGH

KENAX BOROUGHS5

KENAI

KETCHIRAK GATEWAY
BOROUGH™*

KETCHIKAN

KING CO\E

KJ~\WOCK

RODITAK BOKOU <

KODIAK

nbkana

PELICAN

Petersburg

SI . MARY =

SAND POINT

SELDOV1A

SWA >

siTka ciTy K Borouc™

UNAT. .AYKA

WRA.NGt.LL

YAKUTAT

borough*

includC'S aduitioiutl

I"iiuns are based t.pon 1978 collections for the 1977 tax ye.u
fiorj hudgor figures based upon fiscal

if for

FISH TAX PROPOSAL
(1977-1978)

Eased on 4.45%

EXISTING
(20%)

? 40,519

2,814
32,802

6,467
2,239
1,564
8,032
132,326

70,299
J1,608

182,757

99 MO.

13.
.11
99,651.

Q1,916

235
14,533

25,281
7,308
140,269
11,565

Revenue Sh-ri-'S.

REVENUE SHARED

.66
92,7S0.
111,744.

60
77

.75
.06
35,471.

4.

84
53

.84
.25
.03
L17
.36
34,008.

00

.04
15,652.

76

.46
22,721.

11

.95

10
93

69

.00
.00
J,151.

34

.78
.47
.07
.98
1,460.

59

year cutoft.

PROPOSED
(33-1/3%)

$130,868
157.31S
20,793
2,915

79,277
18

144,634
62,039
558,936
72

267,915

8,499

54,057

10,729

from citieS within borough

and may

.76

.90
244 ,183.

72

.45
.29
.03
.16
31,544.
16,560.
11,357.
59,424.
35S5,59S.
73,347.

62

33
42
20

27

.06
44,418.

73

.79
37,311.

93

.10
420,025.

56

.31
85.196.

S9

.01
1,710.
60,817.

31
00

.72
82,022.

13

.69
720,077.
36,207.

51
33

.25



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE
l. REQUEST
3ill/Resolution No. "3
Title Raw Fish Tax

Requested by

Il.  FISCAL DETAIL

Agency Aftected Revenue
Development
3udget Request Unit(s) Affected Shared Taxes

Program Category Affected

EXPENDITURES  (Thousands of Dollars)

FY 70
100 PERSONAL SERVICES
2000 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING  (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

Cocrnunicy = Regional Attairs a Finance pate

(1,500.0) # Soo

1-12-1%

FY 80 FY 81 FY 82 FY 83 FY 84

o (1,500.0) (1,500.0) (1,500.0) (1,500.0)

IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

There la no additional cosc to administer che Bill. The General Fund
will decrease 1in the amount shown as the additional raw fish tax
revenue 1is shared.
IV. nATF 2-16-7Q PREPARED BY
AGENCY Revenue
Original  ic-.uative Finance PHONE 652313
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/78)
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Fisheries Tax (Con"t.)

Cities

Wrangell
Yakutat

Total Cities

Boroughs

North Star
Anchorage
Bristol Bay
Fa 1lrbanks
Haines
.Juneau
Kona i
Ketchikan
Kodi ak
Hat-Su
5itka

Total Boroughs

Total

Revenue

no(>o0

18

Cities & Boroughs

Fy 71

Actual

&482

12J0

5207 )X |, $ 1 o/) 76

15
25367
93101

4669
7034
68248
34018
251716
-0
5734

489922

flcTu-o0-j

7 ** 70
<B_y£g % Actual
/1e"05,0 11571
1456
661279
Jtfi" 3
f>y//)" 40525
-7J? 732~ 92881

_in- _0.
//, NT2.r 35467
8159
77tfy 7rt'c, 7 133925
] [ 81946
W 0 » 182348

- 0.

/y.335:F 8289
1,*n, ?20& 383544

1019670 4 /*/537-" 1244321

nnu Shared Taxes

rONTINUFD

nf ?

nniM*« Forin

component

FY

A
rv

(rr

kDo

3

1,311,13%' 0

"4

jo . 't

/NVT7.3

>t3%0>C

m,

Svr- C

bsy,_ 63|.0,0

1/,

v~ |
fy Tf *W~7y FY 80
Nt f) Authorizedg ) Request
A(f,?J?S 5000 /atS(0,o0 61°rj
.3,6y/2.7» 2000 50?P-0 1277
S' 2,81115 /W , >T 551234
100 A0 16
7073U. 5 35000 S7,5t0.1) 26397
5" 100000 JJ0.000.0 96531
100 2 -0-
6000  1if, (00,0 4859
A0, 377.s 10000 AI'fCC0.0 7340
33V, 75000 /v, §CO'ty 71019
40V, 40000 pfC £ 35399
y*:T f77> "~ 232685 3Al; w 291968
wo- 10000 316>0C1.6 0.
M) 7-235~ {5000  Atjom D 5967

/" /-3, 518885 A * ¥~ **;J1" 509P-6 /)3
s7at 05% ,monnno ["ANoonoo
0ATt

Fisheries Tax .Nrvisro

?2/7. 5



CONTIMUEP FY 00

13 A
Fisheries Tex
N /30-Tia. | t|T. <577
Cities FY 77 fv 77 FY 78 e 7y ty 79 Y 80 Sy <ies
Actual (P N3%  actual Q X-SvoAuthor ired S*7p Request @ Arib
Cordovn 86A77 70 TS T 1701 27?.VT177 N 69500 )73'1“- 0 89988 Jn</,
Craig a260 103 1<30. 0 5273 ” s00j )L frr.c 6633 fsi R
Dillingham 29669 A f 22792 s/, 7 30000 15 n00.0 30876 T 1>e A
Fairbanks 15 370D s 7-s - 15 37 16 ye <
laincs 0. - n- s I1X..S -0- -0- -0- -
linonnh 1952 - 2260 5,1,71." 2000 < '\K'< 2031
HoK.or 2697 @, >7-1. 6675 2000 2806
Ilydnburg 1659 v, s-sy w1 1566 x) n(h 0 2000 ¢ Pron 1726 v/
Kake 301 Y/ 7 ) 0 500 2> A p 607 7,
Kcna i 35639 >/l y. 36010 gsfao 30000 75. 1<6 # 37086 TEsee
Ketchikan 16860 Lso A 27290 Si, 3xS.<A 15000 J7, storc-0 - 15663 717
King Cove 85810 X|V 159 3 W)1X.f 80000 zoo. coc v 89296 . ;.
r.lnwock 10858 1.t v s 22 71.6 Sir, 710. V 10000 >y 700,77 11299 fu. 3</F f
Kod 1ak 76639 J«xE. A 77.5n 986865 71 0.s 70000 RS (tO-O 77661 /74, A0
NVnana 92 J 3(CD 79 /7. s 100 J.sc -0 96 £ &
lelican 12667 J, /7?2 j" 13153 io1.9 s 12000 30, 07¢. P 12952 v, s
Pelersburg 36906 12 700.n 99651 J1w/xs, 7 35000 9*/ ifofl 0 38602 .
Soldo. ia 1233 1151 X77. i 1000 V/Q <o 1283 21y -
fieward 21220  Si 055,° 26850 s 1< 20000 SV OW'0 =081 JLot*J
St. Marys B O, -<i- ’ 235 _o0- <3- 11-
IJnalas ka 101617 3i3/ ™5 156901 ; 90000 10 .536 Morov
Vahlcz -0- - o" 5 Za r “o0- - L>- -0- -
DATE
vr.KNr.Y Revenue .unu Shared Taxes_ .component Fisheries Tax. neviseo

CONTINUED

r 2
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18 A

CONTINUED

Fisheries Tax (Con"tm

Cit les Fy 77
Actual
Wrangell NG 82
Yakut at 12X7
Total Cities 5297”K
Boroughs
North Star 15
Anchorage 2.1367
Bristol Bay 931C1
Fa 1lbanks . 0.
Hainos 6669
.Juneau 7056
Kona i 68268
Ketehikan 36018
Koti lak 25L716
U.it-Su -0-
Siikn 5736
Total Boroughs 689922
Total Cities A Boroughs 10196/0

Revenue

none isf ?

nnu Sh»ared Taxes

CONTINUED

fi& flot*./

77 FY 78
g2 SL0'/Q Actual
/letScS, 0 H571

[0k7S" 1656
1,L3xi/J7.\b 661279
nN25" 3
60525
-2)--! 5" 92881
-in- -0-
35667
K, 637Q 8159
770, 6-50,V 133925
*5- 81966
UXryfO.H 182368
- O_ _n_
8289
) 583566
-, 275.7; 1266321

B« rptPin

.component

FMher lgtJdjik.

U /- 4+7¢,i
it/ 7£é d . Fy 80  ~
gk " Authorizedr) ,1S5C/0 Request of 2.5
4, 7)7. 5" 5000 /2,5(0,0 6765 1.5
V/7.0 2000 Sj'ft'-0 1277
1jt™ [/ 97.S" 681115 /w , 7.Y7 .T 551256 /, 3%E, A2F. 0
=
7 100 X$6,0 16 ,
70/ 3/~ 5 35000 57, 5C0,0 26307 VS /62 A
100000  XXC. 08>0,0 96831 X"/Z,1<X 5
le- . 100 360-0 -0-

g, 6/775  e000  [f'UO'D 6359 27 JVT7 e>
X0 317 10000 xr,6rc.0 1360 SRR
33V; 75000  /r/ 71019 rn. sw C

Jdo</, X2.v. 2 60000 20~ t> 35399
I?
HSt_ 710 O 2%2685 15) oco,{ 261868  65V/ 7x0. 0
X0 Til.S" 10000  .15066.(9 5967 /) o7
AV#, hfrflll 518335 7,* 92, 5 ;5.3 5098/)6 2 /], B/5. <
V5 bI.X.tf1000000 -A/( i *J1061100 22.7.
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. REQUEST
Dill/Ktfsoliilii=n No.

Title An Act vpj >1llnn_t< Yisherip; taxos

Requested by

I'. FISCAL DLTAIL
A”er.cy Denarlrcnt of Revenue
Program C.tccory AUl-cu-< wmver.im CoV]<mation and ys

BRU, Pre-ram, or Subprograms) Ai*fcctcd Audi t Dvv isten

n t

Date

(KoU; Il more t'un one co:iipor,eir* is aftieteil, scparat *
compemcmt in the analysis section.)
FYPENTH ITIR."S  (Thousand:. of Hollars)

1 FYy BO !

J

FY 79 FYy 81
PFRSO"AL sSPrViH-F
tf\v ]

ro\T!" m'Crib "'
rot\:oh!T"<-s
FOTIPMr.NT

LAY!) A S"I1"RUTURrS
GR ANTS. CLAIMS. ETC

inn

?r.n
300
/.0
500

000

700 J

TOTAL

FUNDINT. (Thousands of Dull.ns)

GFN'FRAL FLijYo
1JOLBAL FILMIS

Oilibit - :;y | z.05™wr)

rosi IK S

FPI 1 TIME
PART 11Mk
Tit, A:RARY

1, ANALYSIS (Scr '"vsal Note Pi*f
It. ir, estimated tho* thie
ami bring tot.il
collections "."ill

i7inv".nctic™s, Saction 111)
Fill will

fully capitalized.
would be
breakdown. It would also allow an annual
fishing and .vricol turc hank of apprcximatcly 7
t0 the general. fund would be
pnd then hy a greater amount when

It is estimated that revenue

the commercial

bank 1is fully capitalized. A breakdown of the
is shown in the attached pages.
J Rbi*AIU*.D BY _X!wLYs
ACCNCY ‘“vylrbmrmT nf
Original: lcy.M.tiiw Finance PHONE 4GJb-21QQ_
tc: Uiulr.vl and Manauvincnl
Prime Sponsor (First legislator Named)
33-001 (Rev. 13/7.S)

raise an addi ti
fish tax culleclLions to 20 mijlion doll.r:s.
be split evenly among the ricnoral fund,
to rrivnicj-ilitlps , and the commercial fishing and agriculture bin);,
rharing to
increased by about % million dollars as shown

aryronr jat ion

FY 82

) _ill'ion doll.M3.
increased by apprcxir.atcly 1 million

S

e-ji-m anieunis .ii)J hmriinj ibf ocft

FYy 83 FY r4

I
!
1
1

[

o

|l

(-

i 1? i.iillior dollars
The"" e

revonuft sharing
until
s.enicjpal ities
in t;. mattached

to v;,0 commercial
Revenue*
dollars

fishing and agriculture

di stributicn of revenues

12w



CENL"VAL ZL;UND PORTLON
(-1977-1973)

NjP' /7

EXISTINC SYSTEM PROPOSED SYSTEM

$7,097,320 $3,277,936

COM*1EaCl.vL PISHING AMD ACS ICULTURE DANK
(197 7-19 7S)

existing systen PROPOSED SYSTEM
s -0- $6,53%,037 -
REV*.TNUZ SHARING , m/r'm

(1977-1978%)

KXISTINC SYSTEM PROPOSED SYSTEM
$1,20?.,.1S0 $5,390,233
TOTALS
(1977-1978)
/1jol 77 ' *
EXISTING SYSTEM PROPOSED SYSTEM

$5,300,000 $20,502,261

) ft<l,v



FISI! TAM PROPOSAL
(1977-1973)

COMMUNITIES TOTAI. REVENUE COLLECTED JUMMXIL'LJi. 23! fii i
msTISO - - PitOHGSED EXISTING - PROPOSED
(207.) (33-1733)

AMCIIORAGIi city 1

EOROL'CH § 202 593 29 $ 529 336. 46 $ 40 519 66 $176 452.
URISTOL 5AY 463 903 02 636 932. S5 92 7S0.60 212 115
CORDOVA & S 723 88 953 707. 05 111 744. 77 329 239
CRAIG /. 073 75 84 192. 50 2 814. 75 23 036
dillinchau J6H 0j.G 31 983 361. 00 i/. M)2. 06 32/ 526
HAINES EOKOUGU-- 177 336 56 320 918. 67 3H 471 A 306 890

HAINES 45 34 147. 04 4. 53 24
*iOVES &. 67S 37 255 447. 72 6 467. 84 42 532
liOOXAH 11 136 27 67 052. 62 2 239. 25 2 325
UYDA3URG 7 320 15 46 793. 90 1 504. 03 15 5S3
JUNFAU CITY 1, BOROUGH 40 163 £4 240 S0S.04 8 032. 77 SO 122
KENAI 30ROUCH* 327 0S7 01 732 202. 92 132 326. 36 523 952
KENAI 340 0SO0 00 593 964. 91 34 008. 00 93 S95
NETChISAN gateway

UOROQI'CH* 273 231 39 405 771. 01 70 299. 4 195 012
TE'i CHI KAN 156 529 09 359 702. 0 15 652. 76 59 390
iINC COVE 53 042 23 231 193. 3 11 603. 46. 83 649.
latce< 113 605 53 153 1C0. 14 2 721.11° 50 932
;odia<borough r 416 239 21 562 44 7. 34 132 757. 95 753 621
mdiak 995 101 01 3,401 339. 50 99 510. 10 566 326
‘hnana 69 63 292. 73 33.93 97
PELICAN 59 530 57 357 103. 42 31 916. 11 113 917.
' KITiRSLURG 493 253 45 1.0S4 735. 50 99 651. 69 361 233
. T. MARY 1S 1 175 00 6 925. 00 235. 00 2 306
sr. LDOVIA 11 513 43 6S 830. 58 1 151. 34 11 460
.LisAHD 252 817 79 664 213. 70 25 231. 73 110 591
.11KA CITY U JIOROWCIi 36 542 35 21S $79.10 7 303. 47 72 336
N.ALASKA 701 345 33 2,915 537. 34 140 269. 07 970 890
LANCELL 57 329 92 146 603. 37 11 565. 95 4S5 818
YAKUTAT 7 302 94 43 442. 64 1 460. 5% 14 466
">2h ) VAVARL 57.

Includes additional Revenue iarin<A from c.itics within borough.

Figures arc; based upon 1973 collections for the 1977 tax year and may
differ from budget figures based upon fiscal year cutoff.



Alaska jiiatg "“legislature

House 0j Representatives

Offcial Business
Date: 4/3/79
TO: C&RA Committee
FROM Rep. Bill Parker, Chairman
RE: CSSB 132 Relating to Fisheries Taxes

For your background information, below are listed the vatious
versions of the section of SB 132 related to ‘"refund to local governments.”

Existing Law -- AS 43.75.130 Attached

Senate Bill No. 132 — Original version introduced on 2/12/79 by Sen.Kerttula
Attached

CS S3132 -- Offered 3/8/79 by Community and Regional Affairs Committee

Sec. 43.75.131 REFUND TO LOCAL GOVERNMENTS. (a)The department
shall pay to each borough, to each city of the first class, and
to each municipality unified under AS 29,68.240 - 29.68.440, an
amount equal to 33 1/3 per cent of the amount of tax revenue
collected in the municipality from taxes levied in this chapter.
In the case of tax revenue collected inside a city within a
borough, the revenue to be shared shall be divided equally
between the city and the borough.

(b) One-naif of the revenue shared with a borough or city of
the first class shall be used for docks or other fishery en-
hancement projects and those expenditures must be certified ard
reported to the department annually no later than January 30.

CS SB132 (Finance) Offered 3/12/79 by the Finance Committee
Same as in CS SB132 by C&RA (See above)
CS SB 132 (Rules) Offered 3/17/79 by the Rules Committee

Sec. 43.75.131 TAX SHARING WIT.. MUNICIPALITIES. The legislature
may annually appropriate to each borough, to each city of the
first class, and to each municipality unified under AS 29.68.240 -
29.68.440, an amount equal to 33 1/3 per cent of the amount of
tax revenue collected in the municipality from taxes levied in
this chapter. |If tax revenue is collected in a city within a
borough, the legislature may divide the tax revenue appropriated
under this section between the city and the bcrough.



§ 43.75.120 Revenue anu Taxation § 43.75.135

If a receiver, trustee, or assign is operating the property or business,
he shall make the return for the person. A tax due on the basis of such
return shall be collected in the same manner os if collected from the
Person of whose business he has custody and control. ‘Ife requirements
or time and place of payment of tax, and the obligation to keep records
and make the records available to the commissioner of revenue are the
same as those prescribed in the business license tax law for salmon

canneries. (§ 2¢ch 190SLA 1959

Sec. 1375120 Violations and penalties, (a) The liability to file
returns and par interest and deficiency assessments, and the subjection
of propertY to fiens is the same as prescribed in the business license tax
law for salmon canneries. . .
~(b) A violation of 100 — 120 of this chapter or the regulations
issued under 88 100— 120 of this chapter is a misdemeanor subject to
punishment as prescribed in the business license tax law for salmon
canneries. (8 3ch 190 SLA 1959

Article 4 General Provisions.

Section

130. Refund to local governments

133. Additional refund to boroughs and
cities

Sec. 4375130 Refund to Ioc,al(?overnments. The commissioner of
revenue shall pay to each organized borough and each city of the first
class 10per cent of the amount of tax revenue collected in the horough
or city from taxes levied by 8§ 10— Qof this chapter. |3 Heh 1HSLA
1962 "am § 75¢ch 69 SLA "19/0, am § 10ch 218 SLA 1915

Effect uf amendment. The 1970 Legislative committee report. for
ameudn ent substituted "oily of lla* first report on eh. (it, S.LA [t*70 (Hit 3111, see
class” for "city of the first, second, and 197(1 House Journal Supplement No. 't p.
third classes." 7,

Sec. 4375135 Additional refund 0 boroughs and Cities. [n
addition to the payment allowed in § 130 o(f this chapter 'lie
commissioner of revenue shall pay to each ,orgiamzed borough 10 per
cent of the amount of tax revenue collected in the borough from taxes
levied by ?§ 10— Qof th s chapter and shall pay to each city of the
first class located in the unorganized horough 10pér cent of the'amount
of the tax revenue collected In the %from taxes levied by 8§ 10—
0 of this chaEter. 1ch 8 SLA am  1ch 120SLA 1989 am
§ 11ch 21HSLA 1976)

Effect of amendment. — The [J7( dims" for "city of the first, second, and
amendment substituted “"city of the first  third classes."



O H

The Honorable John C. Sackett
Chairman

Senate Finance Committee
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator Sackett:

CS SB 132 would reform the Alaska fishery taxes

by making them more equitable and uniform among types
of processing while at the same time raising additional
revenue icr the state and municipalities for fishery #
enhancement programs.

Our present fish tax structure can be traced back to
1949 and has been changed little since that time.

The tax structure contains different tax values c id
rates according to fish species being processed and
the manner of process.ng. These different rates and --—
values are shown in Attachment 1. Although this tax
structure may have been appropriate in 1949, the tax
structure as applied to today"s economics is extremely
unequitable and inefficient and bears no relationship
to the value of the resource harvested or the economics
of the business.

The fish tax structure we are proposing first of all
standardizes the tax at a rate of 6 percent of the raw
value of the product for all species,and a-Ff-me-fchoers- frf
processing. Und"er this bill an additional $12 million

&ouid~be raised the first year and the total of $20 million

would be divided equally between the general fund, the
commercial fishing and agriculture bank, and revenue
sharing to municipalities.

Secondly, and as important as standardizing the tax
structure, the legislation we are proposing will enable
the state and municipalities to continue funding
fishery enhancement programs, by making an additional
amount of revenue available for the development of our



John C. Sackett Page 2

rishery industry. Specifically additional funding would
be available to the Commercial Fishing and Agricultural
Bank for fishermen and processor loans and additional
revenue sharing wouli be available to fishing communities.
The specific amount of this funding is shown in Attachment
2 and 3.

The State has placed a strong emphasis on Renewable
Resource Development. Appropriations for fish enhance—
ment programs alone have totaled approximately $90
million dollars since FY 1977, $30.5 million of which
has been for operating expenditures and another $58.4
million for capital expenditures. Since FY 19/3 fishery
loans has totalled $48 million including $13 million 1in
Fy 1978.

We are all concerned about the state®"s financial condition.
This additional funding will insure that money 1is available
for future fishery enhancement programs.

When the Commercial Fishery and Agricultural Bank goes into
operation this year it will have a beginning appropriation of
$2 million. With the $6.8 million that would be appropriated
with this legislation it is estimated that the bank would be
able to make approximately $54 million 1in loans in its first
year of operation. Resident processors as well as fishermen
will be able to take advantage of the bank and sums large
enough to help a developing bottom fishery will be available
within the state.

Municipalities, too, are facing fiscal problems. The amounts

of revenue sharing available to municipalities 1in this

legislation will help solve those problems and 1ir, some cases enable
municipalities to implement projects on their own without havin_ to
rely or. the passage of general obligation bonds to fund

their docks and fish enhancement programs.

Sincere-y,

John R. Messenger
Acting Commissioner



EXISTING FISH TAX RATES

CANNERIES

FY 78 Receipts = $5,420,433

Salmon 3% of average wholesale price of
canned product during months of
August - December of five years

preceding license year

If figured on raw value would be
an effective tax rate of 4.45%

Crab 2% of raw value

Clanm 1% of raw value for butter clams
2% of raw value for razor clanms

Herring 1% of raw value

FREEZERSHIPS

FY 78 Receipts $1,299,516
4% of raw value
COLD STORAGE

FY 78 Receipts = $1,933,484

1% of raw value

TOTAL

FY 1978 RECEIPTS - $8,653,438



PROPOSED TAX RATES

CANNERIES
Receipts

6% of Raw Value

FREEZER3HIPS
Receipts

6% of Raw Value

COLD STORAGES
Receipts

65 of Raw Value

TOTAL

RECEIPTS

$7,305,520

$1,949,275

$11,600,904

$20,355,699



COMMUNITIES

ANCHORAGE CITY i
80ROUCH

BRISTOL BAY

CORDOVA

CRAIG

DILLINGHAM

HAINES BOROUGH™*

HAINES

HOMER

HOONAH

HYDABURC

JUNEAU CITY & BOROUGH

KENAI BOROUGH*

RENA I

KLTC111KAN GATEWAY
BOROUGH*

KETCHIKAN

KING COVE

KLAWOCK

KODIAK BOROUGH*

KODIAK

WENANA

PELICAN

PETERSBURG

ST. MARY'S

SAND POINT

SELDOVIA

SEWARD

SITKA CITY (, BOROUGH

UNALASKA

WRANGELL

YAKUTAT

* Includcs additional

FISH TAX PROPOSAL
(1977-1978)

TOTAL REVENUE COLLECTED

EXISTING

$ 202,598.

463,903
558,723

U, 073.
164,010.

177,336
45

64,678.
11,196.
7,820.

40,163
327,037
340,080

273.231.

156, rT9.
53,042.

113,605

416,239.
995,101.

69
59,580

498,258.

1,175

43,600.
11,513.

252,817
36,542
701.345
57,829

7,302.

29

.02
.88
75
31
.56
.34
37
27
15
.34
.01
.00

39
09
28
.53
21
01
.63
.57
45
.00
00
43
.79
.33
.33
.92
94

$

PROPOSED ™"

529,887,

636,982
988,707

84,192
982,561

147

46,795
240,608
782,202

405,771
359,702

562,447
3,401.359

1,084,785
6,925

2,913,587

.46

.85
.05
.50
.86
320,918.

67

.04
255,447.
67,052.

72
62

.90
.04
.92
593,964.

91

.01
.06
251,198.
153,100.
.54
.50
292.
357,108.
.50
.00
261,000.
68,830.
bu<«,213.
218,879.
.34
146,603.
43,442.

56
14

78
42

00
58
70
10

37
64

Attachment 3

REVENUE SHARED
EXISTING

(20%)

$ 40,519.

92,780.

111,744.
2,814.
32,802.

35,471.
4
6,467.
2,239.

1,564.

8,032.
132,326.
34,008

70,299

| 1,608.
22,721.

182,757.
99,510.
13.
11,916.

99,651.
235
14,533

140,269
11,565
1,460.

Revenue Sharing from cities wlttiin borough.

66

60
77
75
06
84

.53

84
25
03
77
36

.00

.04
15,652.

76
46
11
95
10
93
11
69

.00
.00

1,151.
25,231.

7,308.
.07
.98

34

73
47

59

Figures are based upon 1978 collections for the 1977 tax year and nay

differ from budget figures based upon fiscal

year cutoff.

— PROPOSED
(33-1/37.)

$i176G,452.

212,115.
329,239.
23-.036.

327,526.
106,890
24.

42,. 32

22,328

15,583.

S0,122.

523.952.
98,895.

195,012.
59,890.
83,649.
50,982

753,621.

566,326.

97
118,917.
361,233

2,306.
82,000.
11,460.

110,591
72,886

970,890.
48 _81S.
14,466

19

28
44

09

.40

43

.05
.52

03
48
65
16

13
39
12

.35

38
35

.50

10

.57

03
00
29

.58
.74

60
92

.40



Attachment 2

GENERAL FUND PORTION

(1977-1978)

EXISTING SYSTEM PROPOSED SYSTEM

$7,097,820 $8,277,936

COMMERCIAL FISHING AND AGRICULTURE BANK

(1977-1978)

EXISTING SYSTEM PROPOSED SYSTEM

$ -o- $6,834,087

EXISTING SYSTEM PROPOSED SYSTEM
$1,202,183 $5,390,238
TOTALS
(1977-1978)
EXISTING SYSTEM PROPOSED SYSTEM

$3,300,000 $20,502,261



March 8, 1979 SENATE JOURNAL

The Commerce Committee considered SENATE SILL NO. 94
(relating to occupational licensing fees) and reports it

back as follows: Senator Bradley, Chairman and Senator
Sturgulewski signed "do pass". Senators Ferguson and
Suimson signed "no recommendation®. Senator Kelly signed

"do not pass".

SENATE BILL NO. R4 was referred to the Finance Committee.

The Resources Committee considered SENATE BILL NO. 113
(waste of wild ftod animals) and reports it back as
follows: Senator Sumner, Chairman and Senators Dankworth,
Mulcahy and Fahrenkamp signed "do pass".

SENATE BILL NO. 113 was referred to the Rules Committee.

The Community and Regional Affairs Committee considered
SENATE BILL NO. 132 (refund of raw fish tax receipts to
local government) and recommends it be replaced with

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 132, entitled:

"An Act relating to fisheries taxes; and
providing for an effective date."

and reports it back as follows: Senator Sturgulewski
Chairman and Senators Kelly and Stimson signed "do pass".
Senator Rodey signed "no recommendation™. Senator Mulcahy
signed "do not pass". The Committee further attaches a
letter of intent.

SENATE BILL NO. 132 was referred to the Finance Committoe.

Letter of intent accompanying SF.NATF. BTI.L NO. 132 follows:
The Senate Community and Regional Affairs Committee has
adopted and passed Committee Substitute for Senate Bill 132
which has a referral to the Senate Finance Committee.”
Tostimony( loceived by the Committee, indicates the need for
further investigation on the economic ramifications of this

legislation, with particular emphasis on the development of
bottom fisheries.

By Senute Commumity and Regional Affm ks Committee

Chairman”

n Vice-Chairman t-"

""0n fist

SB
113

132



SENATE FINANCE COMMITTEE
March 9, 1979
8 :35 a.m.

Chairman Sacketc convened the meeting at approximately pRESEN"
8:35 a.m. AIl committee members were present with the -—-————-—
exception of Senator Sumner. Also in attendance were

Senators Kerttula, Mulcahy, Tillion, and Stimson, as well

as the Governor®"s Legislative Assistant Keith Specking,

Garrey Peska, Administrative Assistant to the Finance
Committee, representatives of the media, and individuals

listed on the attendance sheet appended to these minutes.

Chairman Sackett moved that SB 132 (Act relating to the 55 732
refund of raw fish tax receipts to local government) be --—-—-—--
brought up for discussion, advising that Senate President
Tillion and Mr, Specking were present to testif”” concerning
the bill.

Senator Tillion advised that the legislation allows
fcregiveness of property taxes to municipalities equal

to the amount paid for fishery development. He directed
committee attention to page 2 of the fiscal note accompanying
SB 132, advising that page 2 sets forth current distribution
of shared taxes as well as pr nosed distributions under the
subject bill.

Under the above legislation, Tfisheries would be taxed

at basically the same rate Tfor all species. Such taxation
would not increase the general fund by a significant amount,
but it would make funds available for development of fishery
programs.

Senator Tillion advised committee members of the existence

of a $1,684 million fisheries development bank formed

last year, advising that funding in the bank can be leveraged
through the Spokane Bank of Cooperatives. Development funding
covers vessel loans as well as improvements ashore. Ke
further stated that taxes do not fall evenly throughout
Alaska. Senator Tillion advised that 60% of the crab

caught in Alaska 1is caught by non-resident fishermen,

while nine years ago Alaskans caught 90%. The greatest
sfiount of crab 1is now caught by fishermen coming out of
Seattle.

The program requires five years"™ residency in Alaska in

order to be eligible, during three of which the individual
must have participated in Alaskan Tfisheries. Senator Tillion
advised that for the state®"s long-term good it will be



more beneficial to effect the increased tax now rather
than maintain the status quo.

Senator Ray questioned whether revenue derived from the
anticipated tax increase would be placed in the renewable
resources fund, and Senator Tillion responded "no, last
year we formed the bank and put $2 million into it sec

up as the Alaska Commercial Fishing and Agriculture Bank
under the bank of cooperatives system set up by the federal
govei ment."

Mr. Keith Specking next appeared before the committee to KEITH
comment on the proposed bill (copy of Mr. Specking®s SPECKING
verbatim testimony attached to these minutes) .

Following Mr. Specking®"s testimony, and 1in response to

a question from Senator Ray, Senator Tillion demonstrated
the effect of increased revenue sharing under the proposed
legislation, advising chat where the Haines Borough
currently receives $35 thousand, under the subject bill

it would receive $106 thousand. Basically, what the state
hopes to do chrough increased revenue sharing 1is to

develop 1its fisheries industry and take back what has been

lost to Seattle. Increased funding will enable local
municipal =ties to float revenue bonds to finance dock
improvements. The fisheries industry will thus be bearing

the cost of improvements rather than the general public.

Senator Mulcahy next appeared before the commi* ee SENATOR
advising that the subject bill will have "the biggest MULCAHY
impact on fisheries chat has ever come along." He stated

that problems with the legislation center on the fact

that there has not been adequate time to develop
information, vreceive 1input, or conduct research.

He further stated that everyone knew the administration was
considering a raw fish tax, but no one knew it would

be anything as large as the proposed bill. In some areas
of the industry the bill would effect a 500% tax increase.

Senator Mulcahy stated chat he believed everyone would
agree thac there is only one established fishery industry
in Alaska--the salmon industry. Therefore die tax in

his area is sometimes higher chan other fishery areas
xperience. Some fishery areas ars new and need a chance
uo "develop and get on their feet." Future development
appears to be in bottom fisheries. Other areas of the
industry have peaked out and are now functioning at a
lower level.

-164- 3/9/79



Senator Mulcahy alluded to problems in the bottom fish
industry revolving around big foreign fleets and cheaper

labor markets 1in foreign countries. IT Alaska is going
to develop a bottom fish industry, it is going to have
to give the on-shore development plant a break. The

Bering Sea and Continental Shelf could be the sea port
of Alaska if it is only allowed to develop.

He further advised that enactment of SB 132 would
kill attempts by Senator Stevens to get S2 million 1in
funding at the national level, adding that he didn"t
believe a short-term moratorium would be sufficient
since investors will look to a longer terra.

Senator Mulcahy allowed that the current tax structure
needs 1looking into. However, he advised that

"the name of the game 1in resource development is that

it is going to cost the state something during develop—
ment." Another thing, he advised, that has helped to
develop the fleet 1is "the existing federal tax set up.

A boat owner can take money out of income tax, set it
aside, and put it back into the industry."”

New Ffishing vessels over 100 feet in length have primary

as well as secondary processing capabilities. 5B 132
is going to have a substantial impact on crab processing in
Alaska. Senator Mulcahy further advised that he believed

the numbers connected to the legislation to be understated,
saying that he felt the raw fish tax "is going to generate
more than anticipated,”™ and ultimately the state will be
hitting the consumer and the fisherman a lot harder

than anticipated with the subject bill. He stated that
with the fuel tax added on top of the raw fish tax, he

felt the state would be placing the crab industry 1in a

bad position, particularly after the peak is over.

Making reference to the Combs (sp".? Report, Senator
Mulcahy advocated a bottom fishery industry without tax
for the next 10 to 12 years. He further advised that
Alaska may end up with 20% of the processing jonducted
on shore while the remaining (737.) is processed at sea.

Senator Mulcahy further advised that lie had no objection
to eliminating the Seattle fleet, but feared that under
the proposed bill, bottom fisheries would be damaged 1in
Alaska. He stated that impact from the legislation is
sufficient enough to demand a good hard 1look, adding
that Alaska will not have a second chance at this
industry._.industry.



Senator Mulcahy made reference to the fishing industry
in the Pribilof Islands and the local desire to get
something "going on shore.”"™ Under the proposed bill,
Senator Mulcahy advised that he could not see how

Che local effort "would have a chance Co get started."

In response. Senator Tillion advised that if .Alaska is
going to develop a domestic fisheries industry (sna'l

boat) it needs financing for development. He added chat
the small fleet could properly conduct the harvest, rut
it needs a source of financing. He further attested

to the need for Alaskans to get something out of the

fishing industry. The subject bill would provide funding
assistance to fisheries and to municipalities. He concluded
by stated that without furding, there is no way Alaska 1is
going to develop its fisheries.

Senator R.ay again raised questions concerning use of
revenue generated by the fish tax, and Senator Tillion
advised that language contained in federal regulations
would allow for a cooperative effort through the Spokane
Bank permitting leveraged use of agricultural funds in
the Spokane Bank. Two years ago, the federal government
expanded the agriculture bank to include Tfisheries,
allowing Alaska to use agriculture funds from other states.
Senator ICertcula expanded upon the above statement,
advising that since Alaska has such a small percentage
of agricultural development, it is allowed to use
agricultural funding for fishery projects.

Chairman Sackett advised that SB 132 would be held in SB 132
committee for review at a Later time. HELD OVER

The Chairman next moved that SB 62 (Act making a

supplemental appropriation to the special projects SB 62
office, Office of the Governor, to continue funding

the Delta agricultural development project) be brought BOB PALMER
up for discussion, advising that Bob Palmer from the DELTA
Governor®"s Office was before the committee to testify. PROJECT
Mr. Palmer advised that last year the legislature approprtrrl’
ted first-phase funding for the project. Such funding

provided money for the clearing operation which 1is now

underway as well as money for the elevator and other items.

The administration emphasized that last year®s appropriation

was for the first phase, and chat the administration would

be back before the legislature seeking funding for the

second phase.

~166- 3/9/79



SENATE FINANCE COMMITTEE
March 10, 1979
10:00 a.m.

Chairman Sackett called the meeting to order at 10:00
a.m. Senators Dankworth, Bennett, Hackney, Sackett,
Ray and Hohman were present. Also presnet were: Dr.
Sherma.i Carter, V? for Finance, U of A, Don McKnight
and Russell Clark from ADF & <l Jack Utton, Director
of Natural Resources, Tanana Chiefs, 3o0ob Palmer,
Special Projects, Office of one Governor, Jim Farmer,
Executive Director, Koyukon Development Corporation,
and Robert Shelley, Analyst, Budget & Management.

Senator Sackett advised that the purpose of the meeting
was that of a bill session. He then brought up SB 132
(An Act relating to the refund of raw fish tax receipts
to local government). He advised the committee that a
CS had been prepared which included an amendment offered
by Senator Tillion. Chairman Sackett explained the
changes made by the CS.

Senator Hohman moved that CS SB 132 be passed from com—

mittee with individual recommendations. CS SB 132 passed
as follows: senators Hackney, Bennett, Dankworth and
Sackett voted do pass. Senators Hohman and Ray voted no

recommendation.

Senator Sackett moved that SB 62 (supplemental appropri—
ations to Special Projects Office, Office of the Governor,
to fund Delta Agricultural Development Project) be brought
before the committee for discussion. It was so ordered.

Senator Sackett introduced Bob Palmer, Special Projects
director to give testimony on the bill. Mr. Palmer offered

PRESENT

SB 132

MOTION

S3 62

information regarding the bill, and gave information to the CONTRACT

committee that had been requested 1in a previous meeting.
Senator Hohman had questions concerning the contract dates.
Mr. Palmer stated that 30% of the work had to be completed
by May 1980, 60% completed by May 1981, and total prepar —
ation and ready for planting had to be completed by May
1982. When asked 1if they were going to stick by the con-—
tract dates, Mr. Palmer replied "most definitely!"” He

said there might be a couple who would not make the contract

date, but he felt most of them would.

Senator Sackett explained that a CS hadbeen prepared for

the bill. The changes were explained. Senator Hohman
nade a motion that CS SB 62 be passed from committee with
individual recommendations. There being no objection, it
was so ordered. CS SB 62 passed as follows: Senators
Hohman, Hackney, Bennett, Dankworth andSackett voted do
pass. Senator Ray voted do not pass unless amended.
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1€ Hon. SLe.rli.ng Gallagher UAH July 6, 1977

Consnisciori r .

Dept, of Revenue liltNO

tftfPHONF NO

KW Avrum M. Gross SUpifCl un 1r ipal revenue

Attorney General sharing, fish pro—
) 'y cessing taxes; our
Iy Roclger VJ. Pegues , file J-66-637-77

Assistant Attornfy General

This responds to your request for our opinion on
the proper interpretation and application of AS 43.75.1J0
and 135, which provide for sharing of certain revenues with
organized boroughs and first class cities.

AS 43.75.130 was enacted in 1962 and, since amended,
reads as foilows:

The commissioner of revenue .shall pay
to each organized borough and each c.ity
of the first class JO per cent of the
amount of tax revenue collected in the

borough or city fro::: taxes levied by
8 ]9 __ (o OFf this chapter.

AS 43.75.135 was enacted 1in 1.963 and, since amended, reads
as fTollows:

Jn addition to the payment allowed Ln
8 130 of this chapter, the commissioner
of revenue shall pay to each organized
borough 10 per cent of the amount of
tax revenue collected in the borough
from taxes levied by tjg 10 -- 90 of this
chapter and shall pay to each city of
of the first: class located in the
unorganized borough 10 per own of the
amount of the tax revenue collected 1in
the city from taxes levied by g8 10 --
90 of this chapter.

Under a literal reading, of these two sections, as
pointed out by Lhu hegisl.al.lvc Audit Division, an organ i.zed
borough, whether or not there is a first class city within it,
would receive 20 percent of the revenue collected from
sources within 1it. However, a literal rending does not:
arrive at the result thlier legislature appears to have intended.
To better understand how these two statutes came to read nr.
they do, one should read the latter as it was enacted 1in 1963
before being amended to include cities:
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July 6, 1977
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Additional Refund to boroughs. In
addition to the payment allowed 1in see.
130 of this chapter, the commissioner

of revenue shall pay to each organized
borough 10 per cent of the amount of

Lax revenue collected in the borough fronm
taxes levied by secs. 10 -- 90 of this
chapter.

81, ch. 89, SLA 1963.
What happened was that- the 1962 statute gave

cities 10 percent of the taxes collected within then and
organized boroughs 10 percent of the taxes collected within

them. Of course, many cities are within organized boroughs,
and the taxes collected within those cities are then collected
within both. The result was that a city would get the 10

percent if the tax was collected within 1its limits and so
would the borough, for n total local share of 20 percent. */
If the tax were collected solely within a city, i.e., one
not in a borough, it would get: 10 percent. T.r the tax were
collected from outside the city limits 1in an organised
borough, then the borough would get the 10 percent and
nothing went to the CIty. In other words, the local people
got 10 or 20 percent of the tax revenue based cut ircly on
the locus of the tax source and Lhe existence of both a city
aid an organized borough.

This result was patently unintended and unfair.
The tax was to be shared with those municipal entities which
levied a local Lax to support schools and was lesigned to
reduce their tax harden. Where there 1is a city and an
organized borough, the residents in both, pay the same local
taxes for schools.

The 1963 Legislature passed ch. 89 to provide for
a borough to get an additional 10 percent, share when the
city did not receive a share .so that the total Ilocal share
would be 20 percent. Finally, 1in 1969, the statute was
again amended to provide the same for cities. Tn the.L way,
the total 1local share was uniformly set at 20 percent,

V-T  O0TTuurse, the original statute could have been interpreted
to have a different result , i.e., it could have been viewed

as not: giving an organized borough any share of the tax
collected front within first class cities wi.rhiu the borough.

This would have resulted in a total local share oi 10 percent.
Arguably, the legislature may orginally have intended this
result. However, the agency interpreted the statute other —
wise, and the subsequent acts of the: legislature, tend to,
ratify Lhe agency ™ view.
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which--in all likelihood--was what was eventually intended
by the legislature.

Our analysis is buttressed by a contempory agency
construction. Under the legislation as originally enacted,
when taxes were collected from a source within a city 1in an
organised borough, the Department of Revenue gave both 10
per cent. IT they were collected from a source outside the
city, the borough got 10 percent and the city, nothing.

After the 1963 enactment, in the Tfirst: situation
given above, both continued to get 10 percent, for a total
local share of 20 percent. Rut .in.che second situation
given above, the borough now got 20 percent, i.e., an addi—
tional 10 percent, bringing the total local share in that
situation up to an equal 20 percent.

After the 1969 amendment: (Lo gave cities as well
as organized boroughs an additional 10 percent), the depart—
ment continued to split 20 percent between the city and the
borough when the tax source vats a city within a borough

(i.e., 10 percent to each), to give the borough 70 percent
when the source was within Illie horough hu! outside of any
city, aiul then to give: a city which war not 1in an organized
borough 20 percent as well. le perceive this Jalkter amend—
ment as tantamount to the ratification of the agency"s
interpretation. In effect, the- legislature said, "Do the

same for cities outside of boroughs.™

While the prcei.se language and history of the;
statute are obscure, we believe that the department®s prac—
tical, longstanding and consistent 1interpretation of the
statute and the legislature®s apparent ratification of that
interpretation are pretty much conclusive. Accordingly, and
despite the literal terms of the statute, the department
should continue to apply it as 1iL has been doing.

RIJP:clip



CHAPTER 21S, Sec. 11 Session Laws of Alaska 1976
Sec. 10 AS 43.75.130 is amended to read:

Sec. 43.75.130 REFUND TO LOCAL GOVERNMENTS. The commissioner of
revt me shall pay to each organized borough and each city rf the first
class 10 per cent of the amount of tax revenue collected in the borough
or city from taxes levied by secs 10-90 of this chapter.

Sec. 11. AS 43.75.125 ADDITIONAL REFUND TO BOROUGHS AVD CITIES. In
addition to the payment allowed in sec. 130 of this chapter, the
commissioner of revenue shall pay to each organized borough 10 per cent
of the amount of tax revenue collected in the borough fromtaxes levied
by secs 10 - 90 of this chapter and shall pay to each city of the

first class located in the unorganized borough 10 per cent of the amount
of the tax revenue collected in the city from taxes levied by secs

10 - 90 of this chapter.

TO SHARE RAW FISH TAX

Raw Fish tax should be shared as soon as possible after July 1 of each year
citieronly with .boroughs, home role cities and.first clasp inOT.TOted-

A. Incorporated cities within an unincorporated borough receive 20?,
B. First class cities in an incorporated borough receive 10?

D. The organized borough [outside of any city} receives 20?

C. The organized borough of a first class city receive. 10? -

E. Tax collected outside of any borough is not shared.

F. Penalty and Interest only is riot shared



*J

Jiiui. imMh-

REQUEST

BlilIST?e‘sjotlldﬁlon No.

Title An Act relating to fisheries taxes

Requested bv Representative Alvin Osterback Daxe

FISCAL DETAIL

Agency Affected Department of Revenue

Program Category Affected Revenue Collection and Management

BRU, Program, or Subprogram(s) Affected .Audit Division

(Note If more than one budget component is affected, separate line-iiem amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 79  FY 80 FY 8 FY 82 FY 83 FY &

100 PERSONAL SERVICES
200 TRAVEL -
300 CONTRACTUAL
400 COMM ODITIES
500 EgU PMEN
600 LAND A TRUCTURES
700  GRANTS. CLAIMS. ETC,
TOTAL -0- -0- -0- -0- -0- -0-
FUNDING  (Thousands of Dollars)
GENERAL FUND : 1

FEDERAL FUNDS
OTHER (Snecifv Fund Source)

FUI

POSITIONS

I TIME

PART TIME
1. MPORARY

Iv.

ANALYSIS (See Fiscal Note Preparation Instructions, Section II)

If a Lax rate of 1.45 percent is used as a base, an additional $7 million would
be raised bringing the total fish tax collections to $15.2 million. These
collections will be split evenly among the general fund, revenue sharing to
municipalities, aid the ccnrrvjrcial fishing and agriculture bank, until fully
capitalized. It is estimated that revenue sharing to municipalities would be
increased by about 3 million dollars as shown in the attached breakdown. It

would also allow on annual appropriation to the ccmmercial fishing and agriculture

hank of approximately 5 million collars. With a 4.45 percent rate, revenue to
the general fund would decrease by about $1 million dollars, but would increase

considerably when the cormiercial fishing and agriculture bank is fully capitalized

in a few years. A breakdown of the distribution of revenue is shown on the
attached pages.

DATE PREPARED BY /phn % .vessender
AGENCY Department oflyRevenue

Of./mal: Legislative Finance PHONE —— 1jANZ 2 3 00--——-—————m——

CcC

33

Budget and Management
Prime Sponsor (First Legislator Named)

001 iRev. 12/78)



JM aska jliaie “legislature

House of Representatives

Committee on pouch V
. : - - - State Capitol
Official Business Community & Regional Affairs Juneau, Alasku %L1
DATE: 4/6/79 COMMITTEE MINUTES

BILL NUMBER AND TITLE: CSSR132 Related to taxes or. fisheries

ORIGINAL SPONSOR : OTHER SPONSORS:
RECEIVED FROM: FURTHER REFERRALS:
MEMBERS PRESENT: Parker MEMBERS ABSENT:

Carney (for a short period)

Branson Zharoff

Metcal fe O0"Connell Parr

INDIVIDUALS CONTACTED:

WITNESSES TESTIFYING:

——————————— -- -Discusses history of 10/<> allocation to municipalities.
His research showed that while the provision was originally established

in 1953 it was repealed in 1962. Ch. 55 assigned a new 107,repavment
statutue which was in fact: discretionary. Refered to oninion by
Assistant A.G. Donough which stated that the 107, was discretionary.
Chenowcth reviewed pronosed amendment which would provide for a

20% allocation to the municipalities with 13 1/3% given Lo the
municipalities specifically for fishery enhancement projects, He
pointed out that it would be -difficult to guarantee that 13 J/3%
would be used for fisheries projects.

Pal nr McCarter

Opposed to limit the amount which could be applied for.
Some municipalities don"t have the nwoer to operate port facilities.
Other communities might need more and they would he limited to
13 1/3 %. Suggests that C&RA he given discretionary powers 1in
filling applications, heave out limit Line 22.

Rep. Me ls Anderson _ Suggests 1incorporation of HB300 provisions
which would provide for a minimum entitlement of $25,000.

John Messenger, Dept, of Revenue

The repealer would have to be removed.A letter of intent
could be added to specify that an amount over 20% would have to
be used for fisheries projects when it was received.

Anderson again raises concept in HB300. It is the concensus
that this addition would stretch the "germaine" concept if it
were attached to this bill. Instead 1IB300 will he heard on 4/9/79.

(Oilll 1101 ATI ION: passecj out eg with indicated changes.

IAM 1 =/ SUM / Sec:l.ions /7§ -



Committee agrees to make entitlement to municipalities
33 1/3% (also to include 2nd Class Cities); change title of
the section; and take out the repealer citation which would
#mov be irrelevant. The CS with these changes 1is agreed to.



N“Alaska ~iate legislature

House of Representatives

Committee on Pouch V
. : - . . State Capitol
Official Business Community & Regional Affairs Junea, Alaska %11

DATE: 4/4/\W COMMITTEE MINUTES

BILL NUMBER AND TITLE: (cSSB 132 relating to fisheries tax

ORIGINAL SPONSOR : OTHER SPONSORS: C&RA Substitute

Kertulla . .
Finance CS, Rules CS (final veri >)
RECEIVED FROM: FURTHER REFERRALS:
MEMBERS PRESENT: Parker O'Connell MEMBERS ABSENT: Carney
Metcalfe Parr
Branson
Zharoff

INDIVIDUALS CONTACTED:

WITNESSES TESTIFYING:

Rep. Parker -- Announced that Lhe C&RA Committee would concentrate-
on the local governnment provisions of the fisheries taxes bill.

Ernie Haugen — Abrupt raise. Original SB 132 only dealt with refund
to local governments. Present bill is such an expansion of original
bill that no one knows what it is all about. It will have a dramatic
impact on local employment. The &% tax will send the fishermen to
Prince Rupert to sell fish. A tax incentive should be considered.
Tully supports the idea of a tax study of the whole fisheries taxation
guestion. The industry would cooperate in putting together a workable
tax structure.

John Messenger, Acting Commissioner of Revenue

Concentrating remarks on revenue sharing section. Proposal in CSSB132
is different than original bill. Constitutional question was dis-
cussed by Messenger. Administration of current program was discussed.

Branson questions why second class cities are not receiving revenue
monies based on the fish tax. Response from Jack Chenoweth is that
originally, from the time of statehood, first, second and third class
cities received revenue, but in 197Z>a change was made with the re-
classification of cities and the second class cities were eliminated
as they do not have educational functions and the original designated
fund justification was tied to education.

Rep. Zharoff expressed concern with the lack of an incentive
fishermen would have to sell fish on-snort. With the emphasis on fresh,
and frogzen products, there would be an impetus set up for operations
to move off shore.

COMMUTE! ACTION: Another hearing scheduled on 4/6/79 as a "mark-up" session.



Rick Lauber, Alaska Manager of the AlaskaSeafood Processors
Ak. Seafood Processors handle 63% offish processed in the state.

Dedicated fund provisit. --10% of the dedicated fund is constitutional.
Additonal 10 questionable. By repealingthe original provision, the munici-
palities would not be in a safe position. It might be acceptable to add 10%

or so on top of the 10% specified in current law.

Lauber questions revenue sharing projections saying they are only estimates
and the accuracy of them is questionable, ‘'here won't be a changein the
revenue sharing entitlement of a community which depends on canned salmon at
the present Lime.. A 5 or 10X increase is most questionable.

The bill is touted as an aid to bottomfish development . SB won't do
that as revenue sharing is based on present processing within communities.
There is no guarentee that bottomfish will locate in the same places. Yakatat
and Sitka would be likely places to share in revenue but they wouldn't get
enough and would still come tothe state for additional money.

The current tax system is not necessarily outdated. The value of fish
has risen and so the tax has also risen accordingly. The given figures
should be checked for accuracy.

Any increases of the tax on the bottomfish industry would preclude
the industry's ever developing. Bottomfish is part of an international
market so the prices have to be kept marketable.

There should be consideration given to the idea of a tax incentive
for the bottomfish industry.

The Legislature should stand behind the fish study bill, HB 36,
which was passed by the House.

Ginne.y Chitwood , Executive Director of the Municipal League

No position on the increase in the raw fish tax. Concerned about
removing the constitutional dedication of funds to the municipality.
Gross business license tax repealis a case in point. The corporate
income tax was to take its  place. Themunicipalities have never received
the 150% promised. Nor the 10" ofcorporate income promised. Again,
revenue sharing is not funded at 100%by the legislature (or Gov.)

Sen. Mulcahy -- Greatest concern is the impact this bill would have
on communities. Outdated information on figures is being used, the
projections are not accurate. Income is substantially greater than
that shown.
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SUBJECT: Fisheries tax rebates
V,ork Order #6047)

TO: Representative Margaret Branson
FROM: John B. Chenoweth, Legislative Counsel
Here are the several versions oflast year s lu5 256. The

approaches taken taay help you reach adecision.

KB 256 increases the amount of rebate to 20 percent only to
organized boroughs, and only under AS 43.75.135. It would
extend no additional assistance to cities. (That is not to
say that, in meeting the request of the Municipal League,
the bill could not be drafted insuch a way as to extend
increased aid only to cities).

CSilB 256 increases aid to only school districts (i.e.,
boroughs and home rule and first class cities of the un-—
organized borough) by increasing the percentage rebate to 20
percent.

CSH3 256 am gives every municipality (second class cities,
too) 20 percent, and repeals the "additional refund” section,
AS 43.75.135.

Also examined last year was HB 696 which, 1if enacted as
offered, would have provided for [ rebate to second class
cities on the same basis as 1is now provided in law for first
class cities.

JBC:nera

Enclosures



VERBATIM TRANSCRIPT

KEITH SPECKING ON SENATE BILL 132

March 9, 1979

Ln

SF-79 Tape No. 19, Side 2

Chairman:

Mr. Specking vou have the floor.
Specking: Thank you Mr. Chairman. Mr. Chairman, 1 think
the Senator®s recognized background in fisheries management
far exceeds mine. However, I would like to point out that
we would have no problem vi.th the proposed amendment except
that we would like our legal people to examine the language
more closely. I suspect that philosophically the Governor"®s
view is that some form of severcnce cf this valuable resource
should be made available for wider distribution to all the
citizens of Alaska. I think the Senator pointed out that
wc"rc spending somewhere in the neighborhood of--or requesting--
or spending nearly $30 million annually. The recovery from
the present tax structure is minimal. Related to that, 1 would

point out that the* present system of taxation 1is a scattered

system developed over a long perlod-~much of it very old. The
proposed tax increase would-- To the best of our calculations,
the exisLing percentage rate on canned salmon 1is A.45%. The

system of taxing that 1is 37, of the average wholesale price

for Lhe canned product for a five-month period for five years.

172 3/9/79



The net effective rate is 4.45%. This would bring an increase
of 1.5570. Crab is taxed at 27, of the raw value. This would
be an increase of 4%. Clams at 1% for butter clams, 27, for
razor clams, herring 17= of its value, etc. So that creates

a very difficult situation. We have taxed freezer ships at
47.. This would be an increase of 27.. Cold storages at 17,.
The whole situation of the processing industry has changed
with relationship to the volume of the product processed

since the time that these tax structures were created.

The Senator pointed out the differences very well.

Included in your packet is a suggested distribution
to boroughs and municipalities if the tax were enacted,
compared against the present distribution of the raw fish
tax.

1 would like to suggest that where the wording
on the front page says for fishery enhancement programs
we arc not talking about enhancement programs (inaudible
portion of the tape) but rather that language might better
be for fishery related development programs.

Chairman: Where are you talking about?

Specking : On the first page of the letter presented to you.
Hr. Chairman.

Chairman: Of*the amendment?

Specking; No, on the packet that was handed out by--

-173- 3/9/79



Hohman: The Department of Revenue letter?
Specking: Yes, the first page where we say fishery enhancement
programs, we didn"t mean to imply that these were fish hatcheries.
Better language might be for fishery related development
programs. And ve would like to correct that language 1in the
bill, so that it reflects that we"re not talking about Tfish
hatcheries per se.

On page 2, the language reads one-half the revenue
shared with a borough or city of the first class shall be
used for docks or other fishery enhancement projects, would
like to change that to other fishery development related
projects.
Chairman: Anything else?
Specking: T might tell you briefly that the capitalization
of the fisheries and agriculture bank is very desirable.
Members to that board have been appointed and they are working
with the Department of Commerce and searching for an executive
director. We hope L0 have that bank operative sometime within
the next two months.

Thank you, Mr. Chairman.

-174- 3/9/79
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WORK DRAFT COPY

* Sec. . AS 43.75.130 1is amended to read:

Sec. 43.75.130. REFUND TO LOCAL GOVERNMENTS. The commissioner of
revenue éhaiﬁﬁp£y to each organized borough, to [AND] each city, and to
each municipality unified under AS 29.58.240 - 29.68.440. 20 [OF THE FIRST
CLASS 10] per cent of the amount of tax revenue collected in the municipal—
ity [BOROUGH OR CITY] from taxes levied by AS 43.75 [AS 43.75.010 - 43.75.-
070] = If tax revenue 1is collected in ﬁ*clty within a borough, the dopar t-

| o«

menL shall pay an amount equal to JO per cent of the amount of revenue

collected in the city wi.th.in the borough to the city and the same amount to

Llk mborough.

* Sec. . AS 43.18 is amended by adding now sections to read:
ARTICLE 5. GRANTS FOR FISHERIES PROJECTS.

Sec. 43.18.500. GRANTS FOP FISHERIES PROJECTS. (a) The fisheries
faculties grant account is established in the general fund. An amount to
carry out the provisions of (b) of this section may be appropriated annuall
by the legislature to the account.

(b)) within the limits .of legislative appropriations for this purpose,
the commissioner may make graQts to municipalities receiving shared fish-
er.ies tax revenues under AS 43.75.130. A grant provided under this section
may not exceed 13 1/3 per cent of the amounl of revenue collected in the
municipality from the tax levied and collected under AS 43.75. The commis—
sioner may make, a grant to a municipality under this section only if the
municipality demonstrates to the commissioner®s satisfaction that the grant
will be used on a fisheries project.

(¢) fn this section,

(1) "commissioner”™ moans the commissioner of [ 1:

20
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(2) “Fisheries project" means a dock or comparable faci
which may be used for the transfer or transportation of fishery products,
including all utilities necessary to service the project;

¢)) "municipality” means a borough, home rule or general

city, or a municipality unified under AS 29.68.240 - 29.60.440:
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(2) "fisheries project” means a dock or comparable facility
which may be used for the transfer or transportation of fishery products,
including all utilities necessary to service the project;

(3 municipality”™ means a borough, home rule or general law

city, or a municipality unified under AS 29.68.240 - 29.68.440;

20
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* Sec. . AS 43.75.130 1is amended to read:

Sec. 43.75.130. REFUND TO LOCAL GOVERNMENTS. The commissioner of:
revenue shall pay to each organized borough, to [AND] each city, and to
each municipality unified under AS 29.68.240 - 29.63. 440, ~T£:I'-:I'[OP THE FIRST
CLASS 10] per cent of the amount of tax revenue collected in the municipal —
ity [BOROUGH OR CITY] from taxes levied by AS 43.75 [AS 43.75.010 - 43.75.-
090] - If tax revenue is collected in a city within a borough, the depart-
nent shall pay an amount equal to per cent of the amount of revenue

collected in the city within the borough to the city and the same amount to

the borough.

* Sec. . AS 43.18 is amended by adding new sections to read:
ARTICLE 5. GRANTS FOR FISHERIES PROJECTS.

Sec. 43.18.500. GRANTS FOR FISHERIES PROJECTS. (@ The fisheries
facilties grant account is established in the general fund. An amount to
carry out the provisions of (b) of this section may be appropriated annuall
by the legislature to the account.

(b) Within the limits of legislative appropriations for this purpose,
the commissioner may make grants to municipalities receiving shared fish—
eries tax revenues under AS 43.75.130. A grant provided under this section
may not exceed 13 1/3 per cent of Lhe amount of revenue collected 1in the
municipality from the tax levied and collected under AS 43.75. The commis—
sioner may make a grant to a municipality under this section only 1if the
municipality demonstrates to the commissioner®s satisfaction that the grant
will be used on a fisheries project.

(¢) In this section,

(1) "commissioner™ means the commissioner of [ 1;

. 20
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(2) "fisheries project” means a dock or comparable facility
which may be used for the transfer or transportation of fishery products,
including all utilities necessary to service the project;

(3 "municipality”™ means a borough, home rule or general law

city, or a municipality unified under AS 29.68.240 - 29.68.440;



Kotzebue inc. & League member
Togiak inc.

Ugashlik

Chugnik _

Aniak inc.

Akutan -

Egigik

Squaw Harbor -

False Pass

Chignik _

Maﬁey Hot Springs

Whittier inc. & League member
Emmonak inc.

Mountain Village inc.

Hawk Inlet -

Golovin

Ekok _
Fortuna Ledge inc.

inc.
Pilot Point (Pilot Station is inc.)
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AMENTDMENT

Offered in the HOUSE
By Osterbac

Page

PArge

TO: HOUSE BILL NO. 306

3, line 7:

by-products,”” delete the remainder of the paragraph and insert:

L.".cept fish species which have been designated by the commissioner of

fish and game as a developing commercial species under AS 16.05.050(12);

6, following line 20, insert:

ser- U - As 16-05-050 ss by adding a new paragraph to read:

(12) not later than October 31 of each year, designate and

provide to the commissioner of revenue the names of those species of

fish of which there is a significant supply and for which there is a

developing commorei al market.

Renumber subsequent sections.



SENATE FINANCE COMMITTEE
March 9, 1979
8:35 a.nm.

Chairman Sackett convened the meeting at approximately PRESENT
8:35 a.m. AlIl committee members were present with the ----- -t -
except:on of Senator Sumner. Also 1in attendance were

Senators Kerttula, Mulcahy, Tillion, and Stimson, as well

as the Governor"s Legislative Assistant Keith Specking,

Garrey Peska, Administrative Assistant to the Finance

Committee, representatives of the media, and individuals

listed on the attendance sheet appended to these minutes.

Chairman Sackett moved that SB 132 (Act relating to the SB 132
refund of raw fish tax receipts to local government) be —-———
brought up for discussion, advising that Senate President
Tillion and Mr. Specking were present to testify concerning
the bill.

Senator Tillion advised that the legislation allows
foregivenest of property taxes to municipalities equal

to the amount paid for fishery development. He directed
committee attention to page 2 of the fiscal note accompanying
SB 132, advising that page 2 sets forth current distribution
of shared taxes as well as proposed distributions under the
subject bill.

Under the above legislation, fisheries would be taxed

at basically the same rate for all species. Such taxation
would not increase the general fund by a significant amount,
but it would make funds available for development of fishery
programs.

Senator Tillion advised committee members of the existence

of a $1,684 million fisheries development bank formed

last year, advising chat funding in the bank can be leveraged
through the Spokane Bank of Cooperatives. Development funding
covers vessel loans as well as improvements ashore. Ke
further stated that taxes do not fall evenly throughout
Alaska. Senator Tillion advised that 607, of the crab

caught in Alaska 1is- caught by non-resident fishermen,

while nine years ago Alaskans caught 90%. The greatest
amount of crab 1is now caught by fishermen coming out of
Seattle,

The program requires five years®™ residency in Ala <d in

order to be eligible, during three of which the individual
must have participated in Alaskan fisheries. Ser. tor Tillion
advised that for the state®s long-term good it will be
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more beneficial to effect the increased tax now rar"ier
than maintain the status quo.

Senator Ray questioned whether revenue derived from the
anticipated tax increase would be placed in the renewable
resources fund, ard Senator Tillion responded "no, last
year we formed the bank and put 2 million into it set

up as the Alasxa oouimcrcini rishmg and agriculture Bank,
under the bank of cooperatives system set up by the federal
government."

Mr. Keith Specking next appeared before the committee to KEITH
comment on the proposed bill (copy of Mr. Specking®s SPECKING
verbatim testimony attached to these minutes).

Following Mr. Specking®s testimony, and in response to

a question from Senator Ray, Senator Tillion demonstrated
the effect of increased revenue sharing under the proposed
legislation, advising that where the Haines Borough
currently receives $35 thousand, under the subject bill

it would receive $106 thousand. Basically, what the state
hopes to do through increased revenue sharing is to
develop its fisheries industry and take back what has been

lost to Seattle. Increased funding will enable local
municipalities to float revenue bonds to finance dock
improvements. The Tfisheries industry will thus be bearing

the cost of improvements rather than the general public.

Senator Mulcahy next appeared before the committee SENATOR
advising that the subject bill will have ™"the biggest MULCAHY
impact on fisheries that has ever come along."” He stated

that problems with the legislation center on the fact

that there has not been adequate tim" to .evclop
information, receive 1input, or conduct research.

He further stated that everyone knew the administration was
considering a raw fish tax, but no one knew it would

be anything as large as the proposed bill. In some areas
of the industry the bill would effect a 5007, tax 1increase.

Senator Mulcahy stated that he believed everyone would
agree that there is only one established fishery industry
in Alaska--the salmon industry. Therefore the tax 1in
this area is sometimes higher than other fishery areas
experience. Some fishery areas are new and need a chance
to "develop and get on their feet.”™ Future development
appears to be 1in bottom fisheries. Other areas of the
industry have peaked out and are now functioning ac a
lower level.
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senator Mulcahy alluded to problems in the bottom Fish
industry revolving around big foreign fleets and cheaper

labor markets 1in foreign countries. IT Alaska 1is going
to develop a bottom fish industry, it is going to have
to give the on-shore development plant a break. The

Bering Sea and Continental Shelf could be the sea port
of Alaska if it is only allowed to develop.

He further advised that enactment of S3 132 would
kill attempts by Senator Stevens to get $2 million in
funding at the national level, adding that he didn"t
believe a short-term moratorium would be sufficient
since investors will look to a longer term.

Senator Mulcahy allowed that the current tax structure
needs looking into. However, he advised that

"the name of the game in resource development is that

it is going to cost the state something during develop—
ment.”™ Another thing, he advised, that has helped to
develop the fleet 1is "the existing federal tax set up.

A boat owner can take money out of income tax, set it
aside, and put it back into the 1industry.”

New fishing vessels over 100 feet 1in length have primary

as well as secondary processing capabilities. SB 132
is going to have a substantial 1impact on crab processing in
Alaska. Senator Mulcahy further advised that he believed

the numbers connected to the legislation to be understated,
saying that he felt the raw fish tax "is going to generate
more than anticipated,”™ and ultimately the state will be
hitting the consumer and the fisherman a lot harder

than anticipated with the subject bill. He stated that
with the fuel tax added on cop of the raw fish tax, he

felt the state would be placing the crab industry 1in a

bad position, particularly after the peak is over.

Making reference to the Combs (sp?) Report, Senator
Mulcahy advocated a bottom fishery industry without tax
for the next 10 to 12 years. He further advised that
Alaska may end up with 207, of the processing conducted
on shore while the remaining (7370 1is processed at sea.

Senator Mulcahy further advised that he had no objection
to eliminating the Seattle fleet, but feared that under
the proposed bill, bottom fisheries wou3d be damaged 1in
Alaska. He stated that impact from the legislation is
sufficient enough to demand a good hard look, adding
that Alaska wil] not have a second chance at this
induscry.industry.
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Senator Mulcahy made reference to the fishing industry
in the Pribilof Islands and the local desire to get
something "going on shore."” Under the proposed bill,
Senator Mulcahy advised that he could not see how

the local effort "would have a chance to get started.™

In response, Senator Tillion advised that if Alaska 1is

going to develop a domestic fisheries industry (small

boat) it needs financing for development. He added that

the small fleet could properly conduct the harvest, >ut

it needs a source of financing. He further attested

to the need for Alaskans to get something ouc of the

fishing industry. The subject bill would provide funding
assistance to fisheries and to municipalities. He concluded
by stated that without funding, there is no way Alaska 1is
going to develop 1i1ts fisheries.

Senator Pray again raised questions concerning use of
revenue generated by the fish tax, and Senator Tillion
advised that language contained in federal regulations
would allow fo> a cooperative effort through the Spokane
Bank permitting leveraged use of agricultural funds in
the Spokane Bank. Two years ago, the federal government
expanded the agriculture bank to include fisheries,
allowing Alaska to use agriculture funds from other states.
Senator Kerttula expanded upon the above statement,
advising that since Alaska has such a small percentage
of agricultural development, it is allowed to use
agricultural funding for fishery projects.

Chairman Sackett advised that SB 132 would be held m SB 132
committee for review at a later time. HELD OVER

The Chairman next moved that SB 62 (Act making a

supplemental appropriation to the special projects SB 62
office, Office of the Governor, to continue funding

the Delta agricultural development project) be brought BOB PALMER
up for discussion, advising that Bob Palmer from the DELTA
Governor®s Office was before the committee to testify. PROJECT
Mr. Palmer advised that last year the legislature approprls”®

ted first-phase funding for the project. Such funding

provided money for the clearing operation which is now

underway al. well as money for the elevator and other items.

The administration emphasized that last year"s appropriation

was for the first phase, and that the administration would

be back before the legislature seeking fui.ding for the

second phase.
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PMS ALVIN OSTERBACK AND BOB MULCHAY

JUNEAU AK

REFERENCE FISHERIES BILL INTRODUCED TO THE HOUSE REPEALING THE

RAW FISH TAX AND SUBSTITUTING A NEW TAX OF SIX PERCENT. WE FEEL
THAT THIS IS AN

INFLATIONARY MOV®"., AND WOULD HURT THE FISHING

INDUSTRY AS A WHOLE. THIS INCREASE WOULD BE DETRIMENTAL TO BOTH

ROCESSOR AND FISHERMEN.

WE ARE OPPOSED TO THIS TAX INCREASE

IACK GRONHOLDT, PENINSULA MARKETING ASSOCIATION

RON HOLOWASKO, PACIFIC PEARL SEAFOODS

XT**
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(52013 POM TDA KODIAK ALASKA 15 03- 10 1149A AST

PMS REP ALVIN OSTER3ACK ]O
JUNEAU A% iﬂ
PLEASE OPPOSE S3132 H3336 H3193 AND FUEL TAX HIKE BILL
THESE WILL HURT ALASKA FISHING. G\
HAROLD JONES
BOX 183
KODIAK ALASKA 99 61*5
'BtiSttaaesusaana
fix | IF
U
. R SA A Al _v,,-L_4*-s1A‘ *r;t’*Jk_i 5.
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02337 NL TDA CORDOVA ALASKA 50 03-12 430P AST
PMS PEP ALVIN O3TER3ACK
JI'N
THE CORDOVA DISTRICT FISHERIES UNION OPPOSES _HJ306%
IMPOSE SUCH A DRAMATIC TAX INCREASE ON FISHERIES PRODUCTS BEFORE
EVALUATING THE IMPACT ON THE FISHING [INDUSTRY COULD BE CATASTROPHIC.
V E DC SUPPORT H336 WHICH CALLS FOR AN APPRO<RIATION FOR A STUDY
OF ALASKA FISHERIES TAX LAVS IN WHICH THE IMPACT OF H3306 SHOULD
PE ADDRESSED.

CDEDO""a DISTRICT FISHERIES UNION BOX 939 CORDOVA

I’ ELE, CHAIRMAN



Isw&siiM m tP
*Tieiu ill

IJ Ika L5 4*:Leiu'jlt/I
E'. t*: e*:Ar_or.s#inc.
I’Xrt
Pv. i o Q- LtV w®vs 14
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PMS RIP ALVIN OSTERBACK
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LIT IT BE KNOWN THAT SELLOVIA CHAMBER OF COMMERCE UNANIMOUSLY
OPPOSES S PERCENT RAW FISH TAX-H3306
SELDOVIA CHAMBERS

DRAWER F SELDOVIA AK 99653
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PMS REP ALVIN OSTERBACK
PUN
PMA STPONGL®" OPPOSES HB306. DO ANYTHINS YOU CAN TO
STOP BILL
oenmks “Ta marketins assn

GENL DLY SAND POINT AK
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PLEASE OPPOS: S3132 H3306 AND HB193.

OUR FISHERMEN.
PEGGY CROSS
BOX 25A1

KODIAK ALASKA 99515

THESE BILLS ARE UNFAIR T0O
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AN" CTQ'nfoC CO'.-PANv
March 10, 1979

Honorable Alvin Osterback
Alaska Hoa=:e of Representatives
Pouch V

Juneau, AK 99811

RE: HP 306
Dear Alvin;

(h. behalf of Pacific Pearl Seafoods, wliich has six seafood canneries oper—

ating in Alaska as well as cne flooringprocessor, I would like to use this
1 .ttcr to voice our vehement objections to the above-mentioned House bill,

the purpose of which is to raise the tax on raw fish from 1 to 6%:

1) O the east coast of the United States, American tanner crab meat
is already being undersold by the Canadians ($5.25/1b vs. $4.30/
Ib.). The proposed increase in the raw fish tax would only serve
to up the American crab prioe by .an additional 16C, thus furthering
the gap between the two Znd handicapping an American industry so
as to be uncompetitive.

2) Far from promoting ti development of a bottomfish fishery, an
increase in the raw fish tax across the board would only inhibit
such a growth. The 61 raw fish tax would be more than the profit
margin insuch a high volume - 1lew profit fishery. So, if the
promoters of 1B 306 are really interested in strengthening the
bottomfish potential in Alaska, it would seem they are going

about it in a very inefficient way. | might add that the bottcm-
fish industry is going to be a very® essential part of this State"s
future fisheries resources. It is in the interest of Alaska that

everything possible be done to advance the bottomfish industry,
which this proposed raw fish tax increase does not do.

3 Such a drai tic increase in the raw fish tax, rather that adding to
the State®s coffers, could very possibly end up bringing the State
less monies. Way should "floating processors fish in Stare waters
and be taxed so exorbitantly when they can go outside State
boundaries and not be taxed at all?

4) There ore defirm e legal questions concerning just what constitutes
the State"s terri.ovial boundaries. For instance, the International
Halibut Cormssion said that a state cannot tax any hing past a
three-mile limit.

1 AR SEAFOODS



Honorable Alvin Osterback
Page 2
March 10, 1979

This bill, if passed, is going to effect several thousands of Alaskans
involved in various aspects of the fisheries industry. Therefore, it is
particularly essential that it not be rushed through the House carrmittees

without the public and fishing industry being give an opportunity to
speak out on it.

Respectfully

Charles L. Jensen

CU :cmb



March 16, 1977

Senator George Hohman
Representative Nels A. Anderson, Jr.
Pouch V

Juneau, Alaska 99811

Dear George and Nels: .. N\

(1S VII132-/
This letter is in protest of House Bill 306 (Fisheries Taxes).
We ask you as our Senator and Representative to use all of
your efforts ir. having this Bill defeatedu
Why does the State Administration and some legislators want
to tax the fish processors to fund State programs to the
detriment of the fishermen? The fishermen and the consumers
will be paying this tax indirectly for the fish processor.
This means Ilower fish prices for the fishermen and higher
prices for the consumer.

This Bill (386) discourages development of the fisheries. I
don"t see how the State can say they encourage development

when taxation of this sort isplaced onthem before any develop—
ment occurs. It doesn"t makesense.

ft seems to me the State of Alaska should hav, learned their
lesson with the taxation they placed against the oil industry
when one speaks of encouraging development.

Many fishermen in Bristol Bay come fromsmall villages that will
not benefit fromthis taxation proposal but will be paying their
fair share to the local governments and the State of Alaska.

We must keep in mind that we cannot run off half cocked into
programs we can"t afford nor should we place taxation on



Senator Hohman
Representative Anderson

March 16,

Page 2

1979

industries without first studying the impacts in greater detail

It will

I ask that you keep me

cc: Sen.
Sen.
Rep.
Rep.
Rep.
Gov.

Ted

Clem Tillion
John Sackett
Terry Gardiner
Al Osterback
Phi Llip Guy
Jay Hammond
Angasan or Kay Lai son,

be a grave mistake should this legislation pass.

informed of the status of this Bill.

Sincerely,

Harold H. Samuelsen
President

BBNA



/\IcK Shrimp Trow lerf Atioc lotion

POST OFFICE BOX 1

KODIAK. ALASKA 9%615
h.aa

March 9, 1979

.-a=. Alvir. Osterback

In response to House Bill 306 and Senate Bill 1132 - Raw Fish Tax

- strongly object to the proposed increase 1in the Raw Fish Tax
and rhe way it 1is being handled. \.'e feci that above and bevond
disagreeing with the terms of this bill, even more outrageous
is the denial of due process of law presently taking place. (In
regaid to the butchering and railroading of Senate Bill 132.)

Already crippled by excess licenses, permits, taxes and other
regulations, this behind-the-back attack on the fisheries could
be the death blow for the Alaskan fishing -industry.

In effect, this Eill would force the progressive Alaskan fish—
ermen to become part of the Seattle-based fleet in an effort to
maintain even a minimal profit margin. Although legislative
action at this date indicates otherwise, Hie Tfisheries represent
a major industry with a heavy impact on the continued economic
stability of this state.

\.Z_th the passage of this Bill, the presently under-utilized
bottomf ish fishery will never get off the ground as a shore-based
fishery, and at best, would never come close to reaching 1its

full potential.

(& request you, our representative, to make known our extreme
disapproval of the terms and concepts set forth in this Bill,
ird our disappointment jn the way it is being handled.

Thank you for your consideration in this matter.

1 am,

Alvin R. Burch
Manaoer

m. Senators Bennett, Bradley, CoJletta, Dankworth, Fahronkamp,

% raus.on# Hacki sy, Hohman, Kelly, Kertula, Mel and, Mulcahy, Ray,

»rdey  “gckett, Ftimson, Sturgulewski, Sumner, Tillion, Ziegler.
."haroff, Gov. Hammond, Keith Specking, United Fishermen®s

Marketing Assn., Fishermen®s Wives Assn., Kodiak, Rep. Terry

.2 ner, Rep. Brian Rogers, United Fishermen of Alaska, Kodiak

Seafood Processors Assn.



2U*a»3c.

KODBAK AREA CHAWIBER ©F . . .., civc i

<ACC

March S, 1375
AN OPEN LETTER TO THE GOVERNOR OF ALASKA AND THE MEMBERS OF THE STATE LEGISLATURE:

Gen tlemen:

The Kcdiak Area Chamber of Commerce strongly opooses the proposed increase
in the Raw Fish Tax, and deplores the rarn-rod methods used to push this measure
into law.

The 1iIncreased tax will have a most serious 1iImpact on ”“he economy of Kodiak
and all the other fishing communities in the State. It will not only immed-
iately aifect the fishermen and the processors, it will be most detrimental
to every person in the fishing communities, and the snowball effect will ul-
timately Ilower the economy ofthe entire State and all its citizens.

The carrot on the stick, calling for returning a larger percentage of the tax
to local governments, 1is an obvious ploy designed to gain support from Legis-
lators representing districts that would benefit financially. While they grab
the free Qlunch carrot, Kodiakand the other fishing communities are being
beaten with the stick.

The Chamber urges the Legislators to stop all debate on this 1issue until public
hearings are held in all Tfishing communities, including Kcdiak, in orde. to

more fully understand the impact on the fishing communities and the ultimate
effect the increased Raw Fish Tax will have on the economy of the State.

Sincerely,

Art Jordan, Manager
KODIAK AREA CHAMBER OF COMMERCE

AJ/bz



p- 0. Box 37
Kodiak, AK 57615

March 10, 1S73

Senotor Robert Mulcahy
Alu ka State Senate
Foucn V

Junc-au, AK 95811

RE: SB 132. HB 306
Dear Senator Mulcahy:

Ue ore writing this letter to state our strong Objections
the aaove-ment ioned bill which would up the r1aw fish tax
to 6\ from 1its present IS;.

Fir"t of all, the most obvious Tfact 1is that the 1increase Iis
SO0 >renounced as to raise the question why the jJump of 5>?
But _.evorid that 1is the point that we as individuals are for
less taxation regardless of the Ilimitation 1iIn services. If
Proposition 13 in California last year wab eany example, we
certainly aren"t the only ones for less taxation.

Fhire is a theory which we believe 1is very valid, namely

that government can"t tax a company. Companies only pass any
taxes on to the consumer by marking up the price of their
product. A solution to the problemof inflation 1is nor

further taxation, which was stipulated as being one of the
reasons that this bill was 1initiated 1in the Tfirst place.

Most of the seafood that comes from Alaskan Tfisheries (i.e.
crab and shrimp) are already very high-priced products, barely

in competition with the same foreign products. This proposed
inct” se In the fish tax should help substantially 1iIn putting
Al i.an seafood products out of the market completely. Being
a luxiry 1item, people 1inthe United States are go inc to stop

i Iing it it the price becomes too exorbitant.

elaska®"s fishery resources are extremely important to a good

eany people in this State: fishermen and their Tfamilies,
cannery employees, and all the services and suppliers connected
with seafood processing. To see Alaska®"s fisheries become

too inhibited or siow down all together would certainly not
help the State or the Ilivelihoods of those who derive their
iaco;e from fisheries.

tar as providing revenue to the municipalities, Kodiak for
- sn example of a citywho has more than enough money at
1 1n tA fact that was made clear iIn the arguments the City
uecd 1in trying to persuade the Joint Committee on Community and
"1 imnal Affairs that it should be allowed to annex parts now
in "be borough. Ve sincerely hope that vru take a good Ilook at
"i: bill and consider Jjust how destructive it could be.



