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Mr. Speaker:
The Committee on RESOURCES has had CSSB 132 (Rulc9)

"An Act relating to Fisheries taxes; eff. date."
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reports 1t back with the following recommendations:
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FROM THE OFFICE OF

COMMITTEE ON WAYS A MEANS
OLYMPIA. WASHINGTON 98504

RFfFJIJT FJ /*-\3)0} quil

Representative Alvin Osterback
House Natural Resource Committee

" Pouch V
FIRST CU 1" Juneau, Alaska 99811



STATE OF
WASHINGTON

SENATE RESEARCH CENTER

April 5, 1979

Representative Alvin Osterback
House of Representatives

Pouch V

Juneau, Alaska 99811

Dear Sir:

1 have researched your question on fish privilege fee and landing
taxes and | believe "hat RCW 75.32.033(2) answers your question.
For your convenience, 1| have enclosed a copy of the entire chapter
of Washington law, Including RCW 75.32.033, that deals with privi—
lege fees. No major changes to these lavs are now being considered
by the Washington Legislature. Please contact me 1f 1 can be of
any further service in this matter.

Sincerely,

Brian Edle
Research Analyst

BE :gs9/4

Enclosure

101 SENATE OFFICE BUILDING OLYMPIA. WASHINGTON OH504 TELEPHONE: (20H) 753-1IVH2H



SUBSTITUTE SENATE DIM, NO. 2393

TEH" RENUfiE" Sebt?™. T oy spomourai oy

Senators Newschvunder, Bausch
jnd Odegaatrd)

Road first time February 22, 1979, and passed to second ttac.no.
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AN ACT delating to revenue; amending section 75 92.0.10, chapter
12. Laws at 1995 as last amended by section 10, chapter
327. Laws ol 1977 ea. seas. and HCV 7S5.32.030; and
amending section 7S.32.090, chapter 12, Laws of 19SS as
amended by section 27, chapter 327, Laws of 1977 es.
aeoo. and HCV 7S.32.090.
BE IT ENACTED sy THE LEGISLATURE OF THE STATE OF WASHINGTON:
Section |I. Section 7S.32.030, chapter 12, Laws of 19SS
as last amended by section 20, chapter 327, Laws of 1977 ea.
seas, and RCW 75.32.0*0 are each amended to road as follows;
Conners, carers, freezers, wtiolMole d.aiet* sod retail
dealers of food fish and shellfish, other than oysters, and
manufarlerere of fool fish snd shellfish byproducts, other than
oyster byproducts, but not including my person with respect to
the growing, processing or dealing in my minner with fond flab
which are raised from eggs or fry, snd are under the physical
control of the grower atell times until being sold or
harvested, (1) shell pay a privilege ten equal to five percent
0. the primary marhet value on all fresh or froien <chlnoph,
coho, and ehumaalson, nr parta thereof, which they recclso,
handle, d*al In,or deal with as original receiver in the itatei
(3] shall pay a privilege fee equal to three percent of the
primary marhet value on all fresh or frozen pink and eorheye
salmon, or parts thereof, which they receive, handle, deal in,
or dial with as original receiver In the states end |3) shall
pay a privilege fee equal to two percent of the primary marhet
seise on alt other fresh or frozen loud liah and shellfish, or
parts thereof, etrept oysters, which they receive, handle, deal
In or deal with, ee original rerrlver In the atetetjjRROVIOIO.

The any person or sales agency selling fresh or frozen food

el SS9 3999



fish or shellfish. or part* thereof, to purchaaera of food ,"Ish
or shellfish residing outside the atate of Washing ~ .. wbi_h had
been previoualy landed In the atate. shall be reepnnaible for
and ahall pay the privilege leva herein provided.

Sec. 2. Sertlon 73.32.0H0, chapter 12, Lawk of 1035 aa
amended by section 27, chapter 327, Laws of 1077 e*. seat, and
RCW 73.32.000 are each amnded to read ea follows:

The fish sales t<ia provided tor herein ahall be deducted
froa the payaM-nts aade by the original receiver to the person
aelling the food fish or shellfish to the original receiver, and
the origins®, receiver ahall collect the taaea and real! thea to
the director.

"Original receiver” aeons the person first receiving,
handling, dealing In, ot dealing with the fresh ot frozen food
fish or shellfish within the Jerisdictlon of the atate of

lie
dealer, byproducts aanafartsrar*r branch plant areptj
furnishing secb services who has no ownership or Interest 1In Ilhe
fresh or f.oaen food fish or shellfish, other than a lien for

services furnished, shall not be classified as on “riginal

tases or privilege fee tases after the effective date of this

1373 act.

$538 7133



ate of Washington By Con I_te% on Natural Resources

tli Heaular Scnalon #orI<pl«511w ﬁy
Senetcrs Ncwschvander, PauBch
and Odogaard)

ad flrat tine February 22, 19",9> and passed to se: ond reading.

AN ACT Relating to revenue: amending section 75.32.0..0, chapter
12, l.ate of 19.15 at last attended by aectlon 20, chapter
327, Law* of 1977 ex. teat. and RCV 75.32.030; ar.d
amending section 75.31.080 chapter 12, Laws of 195f£ at
amended by 1<Ctton 27.chapter 327, Laws of 1977 ex.
teal, and RCV 75.32.090.
»F 1T INAt IIl) Ev IMF LEGISLATURE OF THF STAVE OF WASHINGTON:
Section 1. Sect lot 75.52.930, chapter 12. Lave of 1955
aa last amended by aectlon 20, chapter 327, Lava of 1977 ex,
aeaa. and RLV 75.12.030 are each amended to read aa follova:
Cannera. rarer* froeeopa, Wh«»eaale dealersand retail
dealers ol food flab and shellfish, other than oysters, and
manufacturers of food fish nnd shellfish byproducts, other than
oyster byproductr, but not Including any person vtth respect to
lhe growing, processing or dealing in any manner with food fish
which air raised Imm eggs or fry, and are under the physical
cunttol of tht |rover at all time* wuntll being sold or
**rl v *dL ahall pay a privilege fee equal to five percent
of the primary marhet value on all freah or froxen chinooh,
rohm, and rhun salmon or parts theieot, vbtch they receive,
handle, deal 1In. or dr 1 vlith a original receiver |In the atate;
(1) shall pay a pilvllege fee equal lo three peicent of the
primaly marhet value on all fresa or frosen pink and aocheye
salmon, or parts thereof, vhlrh they receive, handle, deal in,
or deal vith as original receiver in the slate; and (9> ahall
pay a privilege fee equal to tvo percent of the primary marhet
talue on all other fresi or froaen food fish snd shellflah, or
paits thereof, except oysters, which they receive, handle, deal
in or deal with, as original receiver in the statei FROVDFlL

Ilhai any person or sales agency selling fresh or frosen food



75.30.020

licenses by issuing such licenses only to those boats
whose owners can prove by means of good and suffi-
cient documentary evidence that the boat was licensed
pursuant to RCW 75.28.095 between January |, 1974.
and January 1, 1977. No charter boat shall be entitled
to more than one charter boat license.

Such boats shall be entitled to receive and renew .he
chartei boat license for each year during the period
from May 28, 1977 through December 31, 1980. A
charter boat license for which no application is made to
the department or which is not renewed in any year
automatically expires and shall not be renewed further.

Nothing herein shall be construed to be contrary to
><¢ provisions of Title 75 RCW or any rule promul-
gated thereunder. All such charter boat licenses shall
be transferable. [1977 1st exa. c 106 f 2.)

RCW 75.30.030 Charter boats under omlruelion
or purchased between April 16, 1976 and May 28, 1977,
In addition to the charter boat licenses issued pursuant
to RCW 75.30020, the department shall issue a char-
ter boat license to any charter boat which was under
construction or purchased in good faith between April
16. 1976. and May 28. 1977. (1977 1stcxs ¢ 106 | V

RCW 75.30 040 Duty of department to evaluate
and recommend phase Il approach. On and after May
28, 1977, the department, in cooperation with repre-
sentatives of the charter boat industry, shall continually
evaluate the provisions of RCW 75.30 010, 75 30.020.
and 75.30.030 and recommend to the legislature pnor
to January I, 1980, a phase Il approach to regulate
gear entry into this state 3 charter boat fishery. [19T/
Istex.s. c 106 | 4)

RCW 7V30.050 Advlaory board of review. The
director shall appoint a three member advisory board
of review to hear cates at provided in RCW 75.30 060
The members of such review board shall be hominated
by the charter boat fishing industry, shall serve without
pay, and shall serve at the discretion of the director of

[ 113]

Chapter 75.32

the department of fisheries. The members of such
review board shall be reimbursed for travel expenses as
provided in RCW 43.03.050 and 43.03.060 as now
existing or hereafter amended. The director may pro-
mulgate rules concerning the operation of such review
boards in accordance with chapter 34.04 RCW. (1977
Ist cxx. ¢ 106 | S.)

RCW 75.30.060 Hearings. Any person aggrieved
by a decision of the department made pursuant to the
terms of this chapter may voluntarily request that a
board of review be impaneled to hear such person's
case.

The board of review may make such other recom-
mendations and determinations as are consistent with
the terms of this chapter.

Hearings bcfoic review boards shall be informal, the
rules of evidence shall not be applicable to the proceed-
ings. and the records shall be kept thereof as provided
by chapter 34.04 RCW. After the presentation of a
case each review board shall inform the director and
.ic initiating parly in writing concerning whether u
not the review board recommends that the charter boai
license be issued and the reason fo- such recommenda-
tion Upon receipt of the review board's findings the
director may order such relief as the director deems
appropriate under the circumstances

Nothing in this section shall be construed: (1) To
impair an aggrieved person's right to proceed under
chapter 3404 RCW; or (2) to impose any liability on
members of a rcvicw board for their action pursuant to
this section [1977 1st ess c¢ 106 § 6.)

Chapter 75.32 RCW
PRIVILEGE EEES AND KISH SALES TAXES

Sadlona

7} 3) 001 *Prtiiary meikei value* defined
73 3)003 Food fisk and stsrllfwk *Mud* ,-n.
73 3)0)0 Pnvikft feet and fish salaa lasta requited
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Chapter 75.32
75.32.030 Cannen. processors, dealers Privikge
fees
75.32.033 Credits against privilege fees one*  indei
RCW 75.32 030.
75.323>3S Rules as to proof required for credits claimed
under RCW 75 32.033.
75.32.051 Oyster cannen, processors, dealers Priv-
75.32.055 Fishule* u i Imposed Rates-----
Cswplii «e
75.32.065 Payment of privilege fees and fish sales
las Food fish or shellfish handled by
original receivers Sales to nonresident
purchiicri.
75.32-080 Collection of fish sales Us by original
receiver 'Original receiver *defined.
75.32 090 When privilege fees end fish sales tai' due
and payable Returns
75.52.101 Delinquent payments Penalties----
Interest Lien Date of filing gov-
erned by postmark
75.32 110 Director may make rules, etc., to insure pay-
ment of feet and lasea
75.32.11S Audita Rules and procedures.
75.32.120 Penalty fur violations
73.32.130 >irector may require bond after wilful viola-

tion License revocation for failure.

RCW 75.32.001 “Primary mark i «alue* defined.
Primary market value* as used in this chapter means
the ea vessel price paid by the purchasers of food fish
and shellfish to the seller at the ; 'ini where ownership
or title to (he food fish or shellfish ptsca. (1965 exs. c

71 10)

RCW 75.32.003 “Food fish and shellfish' Include
parts. As used in this chapter, the terms food fish and
shellfish also include parts of food fish and shellfish.

[1977 1st «L«. c 327 | 25)
SmrshNty Effective dale- 1977 1stns. ¢ 327: See
notes following RCW 75.18 100

RCW 75732.020 Privilege fret aid fish sale* tasea
required. In addition lo all other Uses, licenses or fees

1%4 |

75.32.030

provided by law there shall be paid to the state of
V' tshingion by those engaged ir. he fishing industry in
this state the privilege fees and fish sales taxes as pro-
vided for in this chapter. [1977 1st ex.s. ¢ 327 f 19;
1955 ¢ 12 S 75.32 020. Prior: 1949 c¢ 107 § |. part;
Rem. Supp. 1949 | 5780-60. part.)

Sevcrabik / Effective 4ale 1977 1sta u c 327 Sec
notes following Rcw 73.11° 100.

RCW' 75.31030 Canters, processors, dealers-----
Privilege fees. Canners, curers, freezers, wholesale
dealers and retail dealers of food fish and shellfish,
other than oysters, and manufacturers of food fish and
shellfish byproducU, other tha.. oyster byproducts, (1)
shall pay a privilege fee equal to five percent of the
primary market value on all fresh or frozen chinook,
coho, snd chum Salmon, or parU thereof, which they
receive, handle, deal in, or deal with as original receiver
in the stale; (2) shall pay a privilege fee equal to three
percent of the primary market value on all fresh or
frozen pink and tockcye salmon, or parts thereof, which
they receive, handle, deal in, or deal with as original
receiver in the state; and (3) shall pay a privilege fee
equal to two percent of the primary market value on all
other fresh or frozen food fish and shellfish, or parts
thereof, except oysters, which they receive, handle, deal
in or ieal with, at original receiver in the state Pro-
vided, That any person or sales agency telling fresh or
ftozen food fish or she Tish, or parts thereof, to pur-
chasers of food fish o. shellfish residing outside the
state of Washington which had been previously landed
in the state, shall be responsible for and shall pay the
privilege feet herein provided. (1977 1st ess. ¢ 327 |
20, 1963 cxs c 10| I; 19SS e 212 | 12; 1955 ¢ 12 |
75.32 030. Prior: 1953 ¢ 207 | 6; 1951 c 271 | 34;
1949 ¢ 107 | 1(1); Rem Supp 1949 | 5780-40(1).)

SeversbUity— Effective 4ate------ 1*77 lei ru . ¢ 327: See
notet following RCW 75.11100

[ns|



75.32.033

RCW 75.32.033 Credits against privilege fees owed
under RCW 75.32.030. The following amounts may be
credited against the amount of privilege fees owed
under RCW 7S.32.030 by a canner, curcr, dealer,
freezer, or manufacturer:

(1) In respect to each transaction in which the fish
sales tax is collected pursuai. to RCW 7S.32.080, as
now or hereafter amended, and a privilege fee is owed,
the amount of the sales tax collected shall be credited
against such privilege fee.

(2) Any sales tax, catch tax, landing tax, or other
tax ar fee on food fish or shellfish, or parts thereof,
purchased by an original receiver, as defined in RCW
73.32.080, as now or hereafter amended, in another
state and imposed on the receiver by such stale shall be
credited against the amount of privilege fees owed in
respect to such food fish or shellfish, or parts thereof.

11977 1stexs. c 327 | 23)

Severability Effective date 1977 lat eild. c 327: See
notes folk.win| RCW 73.11.100

RCW 75.32.035 Rules as to proof required for
credits claimed under RCW 75.32.033 The director
shall adopt rules specifying the proof required for cred-
its claimed under RCW 75.32.033 and the manner in
which the credits shall be taken. (1977 1st ex.a. ¢ 327 J

24)
SexersWlily Effective dale 1*77 1st tu . e 327: See

notes following RCW 7S.il 100

RCW 75.32.051 Oyster canrers, processors,
dealers Privilege fee. Canners, curers, freezers.
wholes.vic dealers and retail dealers of oysters, and
manufacturers of oyster byproducts, shall pay a privi-
lege fee equal to one cent per gallon or bushel on
Pacific oysters, and six and one-half cents per gallon or
bushel on Olympia oysters. New Washington oysters,
or Kumamoto oysters which they receive, handle, deal
in. or deal with at original receiver in this slate: Pro-
vided, That any person or sales agency selling fresh or

=1

75.32.065

frozen oysters, or parts thereof, previously taken in the
state to purchasers of food fish or shellfish residing
outside the state of Washing'on, shall be responsible
for and shall pay the privilege :axe$ herein provided.
(1977 1stexs. ¢ 327 { 21; 19SS c 212 § 13)

Severability Effective dale 1977 Iste u. ¢ 327: See
notes follosing RCW 73.18.100.

RCW 75.32055 Pish sales tax  IMposed-—

Rates Exemptions. (1) Except as provided in sub-
section (2) of this section, there is hereby imposed a
fish sales tax on the privilege of selling food fish or
shellfish, or parts thereof, to an original receiver as
defined in RCW 73.32.080, as now or hereafter
amended. The tax shall be as follows:

(a) Two and one-half percent of the primary market
value on all l.csh or frozen chinook. coho, and chum
salmon, or parts thereof,

(b) One and one-half percent of the primary market
value on all fresh or frozen pink and sockeye salmon, or
parts thereof;

(c) One percent of the primary market value on all
other fresh or frozen food fish and shellfi-\ or parts
thereof.

(2) The sales tax prescribed in this section shall not
apply to sales of shellfish, or parts thereof, taken from
a licensed oyster or clam farm or to sales of food fish
or shellfish, or parts thereof, taken from a licensed fish
farm |1977 1st exs. c 327 | 22)

Sewvrability  effectrw dal* 1977 1tln x e 327: See
nous folloving RCW 73.18.100.

RCW 73.32.065 Payment of privilege fees and fish
sales tax Food fisb or shellfish bandied by original
receivers Sales to nonresident purchasers. (1) The
privilege fees and fish sales taxes provided for in this
chapter shall be paid on all fresh or frozen food fish or
shellfish handled by the original reccivcra regardless of
where the fish or shellfish were caught: Provided, That
no fee or tax shall be paid on frozen food fish or frozen

1H7)



75.32.065

shellfish or on food fish or shellfish which has bec™>
packaged for retail sales and that has been previously
landed in another slate, territory, or country.

(2) Any person or sales agency selling fresh or frozen
food fish or shellfish previously landed in this state to
purchasers of food fish or shellfish residing outside this
state shall be responsible for and shall pay the privilege
fees and fish sales taxes. (1977 1st ex.*. ¢ 327 f 26.)

Severability Effective dale 1977 lit ex.*. ¢ 327: Sec
note* following RCW 75.11 100

RCW 75.32.080 Collection of fish salea tax by
original receiver "Original receiver" defined. The
fish sales lax provided for herein shall be deducted
from the payments made by the original receiver to the
person selling the food fish or shellfish to the original
receiver, and the original receiver shall collect the taxes
and remit them to the director.

"Original receiver ” means the person first receiving,
handling, dealing in. or dealing with the fresh or frozen
food fish or shellfish within the jurisdiction of the state
of Washington as a canncr, cuter, freezer, retail dealer,
wholcsale dealer, byproducts manufacturer, or branch
plant. (1977 1st exs. ¢ 327 | 27; 1955 ¢ 12 | 75.32-

080 Prior: 195) c 207 | I; 1951 ¢ 271 | 36; 1949 c
107 | 1(5), part. Rem Supp 1949 § 5780-60(5).
part)

Severability EfTrcllvr dal*— 1977 tat tt*. e 327: Sc*
notes following RCW 75.1S.100.

RCW 75.32.090 When privilege fee* and fish sale*
taxes due and payable Returns. The privilege fees
and fish tales taxes herein provided for arc due and
payable in quarterly installments, and the fees and
taxes accruing during each quarterly period shall
become due on the first day of the month immediately
following the end of the quarterly period, and shall be
paid on or before the last day of that month. The fol-
lowing shall constitute the quarterly periods to be

utilized:

[l

75.32.101

(1) January, February, March;

(2) April, May, June;

(3) July, August, September;

(4) October, November, December.
On or before the day payment is required as provided
above, the person paying the privilege fees and fish
sales taxes to the department shall prepare a rc.urn
under oath upon such forms and setting forth such
infurmat.on as the director may require, and transmit
the same to the director together with a remittance for
the fees and taxes which are due. Any person that is
subject at any time of the year to the privilege fee pro-
visions set forth in this chapter shall file a return each
quarter of the year showing whether or not any fees or
taxes are due. (1977 1st ex.s. ¢ 327 | 28; 1967 ¢ 193 f
I; 1963 exs. ¢ 9 J I; 1955 ¢ 12 i 75.32U90. Prior
1949 ¢ 107 § 2; Rem Supp 1949 | 5780-61.)

Srvtrabillly F.ffrethv* dal* 1977 lit n*. e 327: See
note* following RCW 1J.1g 100

RCW 75.32.101 Delinquent payments Penal-
ties Interest Lien Dale of filing governed by
postmark. In the event payment of fees and taxes pro-
vioc | for under this chapter is not tecei ed by the fif-
teenth day of the month in which the lees and taxes
become due, the fees and taxes shall become delinquent
and the schedule of penalties stated below shall be
invoked A return or remittance which is transmitted to
th director by United States mail shall be deemed
r< J or received on the date shown by the post office
cancellation mark stamped upon the envelope contain-
ing it. The following shall be the schedule of penalties
to be assessed for delinquent payments of such feet and
taxes:

(1) Sixteen through thirty days after due date— -
Add ten percent of total fees and taxes due but not .ess
than one dollar.

(2) Thirty-one through aisty days after u
date Add twenty percent of total fees and taxes due
but not less than two dollars.

1119 |



75.32.101

(3) Sixty-one through niney days after due
date Add twenty-five percent of total fees and
taxes due but not less than three dollars.

(4) Ninety-one days or more after due da*e Add
twenty-five percent of total fees and taxes due (but noi
less than three dollars) plus eight percent interest per
annum computed on the sum of the total fees and taxes
due and the percentage penalty.

The delinquent fees and taxes together with the
applicable penalties and accrued interest thereon shall
constitute a first lien upon the cannery, packing plant,
buildings, scows, boats, vehicles and other equipment
used by the person or business owing the fees and taxes
>n the taking, handling, dealing in. dealing with, or
{roccssing of food fish or shellfish (1977 1st exs. ¢
327 | 29; 1963 exj.c9 $2)

Severability---- FfTective dal*----- 1977 1stru . c 327: See
.a fc.'wwi,.» RCW 7% 11 100

RCW' 75.32.110 Director may make rules, etc.. to
insure payment of fees and taxes. The director shall
have the authority to promulgate such rules, regula-
tions, and orders, and to require such reports as in hit
judgment shall be necessary to insure the payment of
the fees and taxes herein required (1977 1st ex.s. ¢ 327
| 30- 1955 ¢ 12 | 75 32.110 Prior: 1949 c 107 | 4;
Rem Supp 1949 f 5780 43.)

SewaUNly  FTrctwosd 1477 1win s e 327 see

notes fallowing RCW 7J.11 100

RCW 75.32.115 Audits Rules and procedures.
The department or its designee may audit any origir.al
receiver as defined in RCW 7J.32.080. as now or here-
after amended, for the purpose of -.curing the collec-
tion of privilege fees and fish sales tatcs provided for in
Ih>, chapter, or for the purpose of llecting unpaid
fees and taxes. The director may adopt rules and pro-
cedures to govern the collection of any fees and taxes
under this chapter. [I1977 1stcx s ¢ 327 | 31.]

11» 1

Chapter 75.34

Severability— Trctlit data 1*77 1st ei.s. ¢ 327: Sec
notes following RCW 75.18.100.

RCW 75.32.120 Penally for violations. In event
any person wilfully violates the provisions of this chap-
ter, or any of the rules, regulations, or orders of the
director made pursuant to this chapter, he is guilty of a
gross misdemeanor snd subject to a fine, or imprison-
ment. or both. (1955 ¢ 12 | 75.32.120. Prior: 1949 c
107 | 5; Rem. Supp. 1949 | 5780-64.]

RCW 75.32.130 Director may require bond after
wilful violation license revocation for failure. In
event ~ny person wilfully violates any of the provisions
of this chapter or the rules, regulations, and orders of
the director made pursuant to the provisions of this
chapter, the director shall have the authority to require
such person to past a bond, in an amount not to exceed
five thousand dollars, conditioned upon his faithful
performance of the provisions of the chapter and the
rules, regulations, and orders of the director made pur-
suant to this chapter, and in event such person fails to
post such a bond within thirty days after the same is
di.tunded by the director, the director shall forthwith
cancel and revoke any license or licenses to engage in
the fishing industry that such person was theretofore
issued by the state of Washington. (1955 ¢ 12 | 75.32-
130 Prior 1949 c 107 | 6; Rem Supp 1949 | 57SV

Chapter 75.36 RCW

SEIZURE AND FORFEITURE OF PROPERTY
FOR VIOLATIONS

75.36.010 Seiaure of property without warrant-----
Where anthorii** Deposit of eaab bond
la lieu.

73.34020 Forfeiture may be >naddition to othet
penallwa

IHI |



n medical inslllulior. as n result (hereof.

Any resident of ll»c Alnsk Pioneers’
Home or oilier institution nitty, nl tiny
lime lie wishes lo le.'ivc the Institution.

intake upplir.nlioti fur nssislimrc under
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hn-iiscx e.ergI,exglludlnﬁmwhqles.ale I,
reuse* tVIhII ini'. aiif>a Ihii imiilie it"al nil
ilassr. nl rllir* .mill he irllliult'il xrml-
nnnnnllv In . dial ntgnmxerl Fsr*<I[.I\N nml
ii'l » a>ses nl aiiles; piaavldrd. hinvrvra,
li.il in llie event nl [lia* (Inllurc nf the
nllt cis nl sniit @icaiairral Imannghx nml
ni* elnsxt's nf lain'S _ In ne_IIveI)< rnfota-r
dIl nf llien niallnniiii s, llig* [n\v_of Die
lInlk'il S lies, (lie Lnvs of the Sinle of
Alaska, unit lho»" |rﬂult|llnrt*, lel.iilvr
In litx mnaaifui line nufl sale ol inlayslent.
Ini; lighnrs ly die Siile of Alaska, llic
commissioner nf icvane niny alenv « ittl
teriMNI nml no fmllaa'r tnoatrys will lie
Pald hi snial lornl covetmitral ‘nulls until
he rnfnrieriicnl nl such laws mail rpguhv
linns Is nellvely rexiimeal witliiu Hium.

See. 2. See 4 R AC1 p X n* el
flim iwleil hy See UCI* ] » STA Xfi0. hi
amended In retail’

See. 3L 111 jIMtllitillaiaa nf Tns. One
In*If nf Hu' pirtremls of lln* gauss rrvennc
finny llic Ins lirieln pmvlilr'il, esrindmg
m [islrihulni*' fees, |M<n.allies, anal Irss Ilic
ntiynunl aluly tlelcrinineal In Imvp [*eet»
spenl liy (he lisle in Us rollcrllon. simll

(2tHIS.C.S.1 H. W)

lie irfimdi-d lo nil;nnl/eil Iminnghs nm|
clliei nl U [nil, .seeninl, nml llalral
classes hy nellnu of Ilic legislature in

pnipm'mn  Hint xnell irvemie wits
enrnctl ‘witlm _Hirni, null llig* halam o
simll he rrl'iiui « lay the sl-ah- nml rov-
cirri Inlay Ms grain. " tiiiial

CSpat 1 Sea, @ Oi llia, 1A I)10. ns Insl
iinirmlail hV tli 01, SLA ITa. & .intended
h trail-

Ser, li 7r*Feia ent nl (lie hi' ui| num'll,
laoilllis *atlarla fallil salt's III* [¢( VIl
in n*gnnifrd Iniieiiii -, nml i llli s ait liar
Inst, srinml. nml Itiiil rinsu's sli. tf lie
[thimdrd lo snail Ini'iil piivn inngnl mills,
unit llia; tintana d "ilanll hi' aIr#aaasnelI In 'lie
gritnnl hunt nf the Stale nf Alaska

Ser 3 Ser I (i 31 SLA I'l) i
g'lta-mh-d lit ie.nl

['Cher. Il [IHspi'Sial nl Muncy. All
inonevs nallr* h-al [*v lite rnMiaidssinnn nf
elevrune tiniV'i this Art 'hall hr rfWranl
Inin the erned.il limit ill llm sinle, pin
vialeat. Hint tin rtUIMUIssinuet all irvr anr
she i ,rhmil In ntKAulrral Iaouau?hs naul
nil - Instrs ol rllh's, Ina-nrptuniril mail
Independent srimril dixtilrls.” nanl_pnhhr
illllily alKilIris 00 priarnl of nil" MUIl
Innnéy antleili-d fiaim within Sallll biCnl

gpverttmrid mill's
'See. 5. Cli. or,. SI.A 1551, is rrim M

Sec fa Tho ronaanlssionrr nf aevcntie
hlinll [iny lo cnrla |talpfn||eeal lvniHarh, rlly
nl Ihe Tirst, veronal, nml lhlial rInssrs,
iairniliaii stall a inrtrfai-iHlrnl -alhsil Tall1d,
nml laaihllr u aly ilKtiirl 10 petcent nl

the iimotml nf lex irvcnuc rollcdOtl from
wiiliin such mnnliclpnllly or district from
Inva's tevlcal hy Ch. 07. SJ.A 19-19; ns Inst
nmeiyitcit >y Hi. 102, SI.A 1005, nml Cii.

82, SLA 19-I, nt Inst nmctldcil hy Oh HI,
SLA 1951.

110"

Hits Act Inltt-s effect on Jniiunry

Mccnmc low wlthixit sif;niiltire April 10. 1002

CHAPTER 156G
an Acrr

Bainllux; tn niiiphaycn i-itail allaatl Iniii nml rrfltillirt pnyillllo ImilOr (lira Aluslan Lniplnyi ii-nl
X111l 1A ct; unit priivhlliiy liar nn rffertlvo ditto,

Ita< 11 T'liiii'lrtl lay llin H-[;IsInInrn & tho
Sliale ail Alnsliii:

SVa-iiiHi 1 Sulisa-r. (It). See. 501, Art. V,
fla 5 I-SI.A 10'aS. ns nmmaleil lay Ser IR,
Cli KaO. SI.A 1957, nml Si 7, OK 10 SLA
[fitit). K nmi-inleil In irntl:

(i) CatnliitmliaailR with ICS "tt In
whnjjrs t-stal nn.m taflei . Tnnunry 1. 10Ti5,
tin "~ acg daayiaaaid 'liali nriive " nml lac-
iman- pii*ililt lay ' 1l 1IivIftlinl al'lica
| iitinne. >rivair In_enaplnynn'iil for cni-h
Inb-mlLii yeni in wliieli snaJi services me
Ulllei 1 In this Ai 1

tlae »o0'liihnlinns iealiiireil fiann enrla
-mil nuhviiln.tl inininiilinre witli rri;u-
[ Pinns pn-siiiltiil liy Ilir iaimiiiissioiier,
«hull til Inine pnynlite, he _ilealiirleil [Itt
In-" aviipia In In$ einplnyi® mul lie h lit
m tau .t “'Y the i-mpioyei “for use ronunis-
>miit i iniltl *mh timé_ns mh i Cliiphiyee
Lmill Tllatinn- llia Il-ipilieal lay li'gulnlinil
lii In- I[I_-_i)_n’>l|l_'.|] avllli llie anmnilisiooi r.
Smli il il not hr s hjeel lo i*nt
iie.nineiil m iilliirinnent in any fartniHi,
unit m Ilie event nt Men, luilitinrnl, ne
I'iatalii itpti v plan eeilint;s. "hnlt mil lae mm
Mili-ieal n- assets of tin* ru haycr Any
]ln.ln){_el_ nim "hull full In make surl
ilri‘iirllivis limn_ Thp yv.jes nf his cm-
pluyrrs simll himself™ lie halite In Ilie
irivimlssinnri In* the payment of Mirli
n-_aFIhrll innliihnllinis, avhlrh shall he
raillerlral finm him in the name nmniicy
ns Is ptm’iilrft tm Hie rnlleelityn «f CM
jilnyri“rnnli ilmllia-'S

If iiny ean*Inrri sImll roaivetl lo s
anall use ea nlhttwhi mls.-ijiiHoprlutr
nnv fitmls so held in Iriasl lur shall =
irvpilirtl In pay In Ihe rommlvaioncr (nr

(S.I1. 218)

alrlKisil inThe clenrini; nccounl lhe
amouiil so convrrled or mls.ilipiopiialed.
loi;olher with n pi.-naily ecpinl "In five
limes Dial nniniml hill not Irss lum 125.
‘a ndtlilHMi, if si.rli ciHiversinu or nils,
n{)prnprllall. Is willful, he slmll lie pully
of i misdemetmor nml, iipain i:niivielmn
Ilirieof, siml[ he fineal no| more Ihnn
12t«1, or Imprisoned for not nunc than 10
days, nr Imih,

hnrh eniployri shall mulniniii a terntil
of Ihe amount f tla-ihirlril - finm Ihe
waires of each llls employees, nml
simll faniiish a atlnh-mi-n| ol such deilm-
linns lo each employee al snrli limes nml
in snrli manner us the i-nmmissiniu r
hull Fre_setdle lav Ircninlinn Nn sitah
(tedliel)mi sImll he made from _lho-e
avntres” In_rsress nf llie flrsl $7.73*1 ol
wages _Pald lo tin emFInyer ilmini! any
calend.it year. In llie “t-venl Ihnl an
emploger garns waires tolalmi; I-. rvre'-i
of 17,200 in one ralcml.it Year hi lhe
employ | wai nr limit- emplovrts, oi iii
the even) SIuII any in _ ihinni.-h
error sludl have  made Mich dnliietinus
from 1ds wages in ext-eas nl H.Vno diii nn;
any one rnf-ntint year, the amount of
smli ilerliii'lioiw In"rsress of those re-
ollllred lay lids Arl shall he lefiinrlral to
lhe emﬁj_lnyee lay Ihe eiumuisslamer npnn
anl_lea_lml theiefor in neroiihmee willi
r<-Riilntions |nesrrdK-al hy him, ptnvirled
e1t sm i uépé)ha-allou Is intuit' during lhe
aienaar year iuimetlialrly following ||,
enleiMlar year in ivhir-h snrli «<h-*lin-linns
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of Liquor Control, this earmarking provision called for coopera-—
tion in enforcement of liquor regulations. Only those cities
cooperating v:ith the Board in enforcing licucr rules and regula—
tions were considered eligible for the 60 percent grant.

In 1937 the Legislature enacted into law a schedule of
licuor licenses. The licensing program established at that time
followed the pattern established by the Federal license earmark—
ing. All license fees are granted to the cities where collected
Cities are prohibited from levying additional taxes on liquor
establishments, although they %ay provide additional regulations
net inconsistent v.lth Territorial law.

..s originally enacted 1ir. 1917, U e P@V *isn tax included no
earmarking provisions. However, ‘. ¢¢- L lav >£s passed prcvid-
ir.g that 10 percent of tre reverXcS CClle:ted I..r sal-on canner-
ies wtth.r. tr.e dcur.baries cf local gcverr.mert . ts was tc Ce
granted tc the units.52 Titics. Echcci cisw<SCl&, and public
utility c.strict* receive grant: unccr the ter=R (& 7°¢ ¢ 13

The raw fish tax applies tc erf.r arc clan car.nerie ant her-
ring processing plants as well aS SC-me. wa«ili+v»e V(Y the
revenues frcr. the tax cn salmon cam c-nas _ere eamarket fcr the
local governments. During 1955 a tcttl c’ m6E 196 wer* granted
to cities, scnool districts ar.c purllc utllitv t.strict& frcr. the
rav Tish tax cn salmon canneries

Amusement ar.i Cjminr Devices

Cnefr the ttr: of the current lev a « _nicitality which

levies ecditlcr.tl license taxes cr. such devices loses its right
to the Territoriel 51 percent rrsr.".

52 ch. 66 SLA 1955

Ch. 92 SL>. 39L7
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SSB_2388

SPONSORS: Committee on Hays and Means
(Originally Sponsored by Senators Newschwander, Bausch and
Odegaard)

COMMITTEE: Ways and Means

Modifying the privilege fees on certain producers of food fish.

ANALISIS QF.Fi;RST_SyBSTITUTE_AS_OF FEBRYAPY 22i 1929

ISSUE:
Under current law the privilege tax on ood fish and shellfish
must be paid by all processors and dealers of fish. The tax is
utilized to retire saloon run enhancenent bonds. Proponents
believe that certain growers, processors and dealers should be

exeopt from this tax.

Proponents further believe that the definition of "original
processor", who is the person required by statute to collect fish
sales and privilege tax fees, should be limited.

SUMMARY:
Tho bill exempts from payment of privilege taxes the grower,
processor and dealer of food fish which ar< raised from eggs or
fry and are under the physical control of the grower at all times
until harvested. The fish that this class of growers produce
never enter the natural fishery. The fish are typically aaLketed

when they reach pan-size and compete primarily in markets outside
the state.

Purther the bill limits the definition of "original purchaser"” to
exclude persons handling or dealing in or w th fresh fish who have
no ownership or marketing interest in then. This class of persons
includes those typically furnishing services such as warehousing,
canning or frooring. Thus, the responsibility for collection is

shifted to the person first purchasing and receiving th*> fish.

FISCAL IMPACT:

Section 1 would reduce estimated revenuos for tho 1979 through
1981 biennium by S2.3 million. Section 2 would have no revenue
impact since it is a shift in responsibility for collection of the
tax to entities which can be contacted, audited and monitored.



Washington State Senate
Senate Committee on Ways and Means
February 19, 1979

STAFF REPORT ON SENATE BILL NO. 2388

Title:

Modifying the Privilege Fees on Certain Pr-~ucers of Food Fish

Original Sponsors:

Senators Newschwander, Bausch and Odegaard

Summary:

Exempts from privilege fees (tax on food fish or shell fish) the grower,
processor cr dealer in food fish which are raised from eggs or fry and under
the physical control of the grower at all times until harvested.

Redefines ™"original receiver”™ as the person first purchasing and receiving
and excludes a person furnishing services but who has no ownership interest
in the food fish or shellfish.

Impact:

Thf 1977 legislature enacted legislation to impose privilege fees and sales
taxes on salmon, other food fish and shell fish In addition to all other
taxes, licenses, and fees currently imposed. Receipts from such fees are

to be used first for the payment of principal and Interest on bonds authorized
for the construction and Improvement of salmon hatcheries and other salmon
propagation facilities (bond authorization of $31.5 «illion). Any remaining
revenues are to be used for salmon enhancement purposes.

The attached excerpt from the Department of Fisheries®™ 1979 report to the
legislature on salmon license and privilege tax revenues indicates the taxes
were not imposed on salmon aquaculture until this year. It might also be
noted that licensed oyster, clam or fish farms are exempt from the fish sales
tax under RCW 75.32.055(2). Section 1 of this bill would exempt an aqua-
culturist who maintains complete control of the fish which never enter or
become a oart of the natural fishery from the privilege fees.

Section 2 redefines "original receiver” and shifts the responslbility for
collecting the fish sales tax from persons furnishing services (such as ware—
housing, canning, freezing, etc.) and who have no ownership or interest in
the fish to the person first purchasing and receiving, handling or dealing
with the fish.

Fiscal Impact:
Section 1 would reduce estimated revenues for the 1979-81 biennium by $2.3
million. Section 2 would have no revenue impact if It is a shift 1in responsi—

bility for collection of the tax to entities which can be contacted, audited
and monitored.

CB:sw



i Exeerot: P.enort to the Legislature on
Salmon License and Salmon Privilege Tax
Revenues, ua State Oept." of Fisheries,

1979.
In accordance with RCW 75.48.090, t.. Washington Department of Fisheries

(WDF) 1is herewith submitting its report on the revenues received from the sport and
commercial salmon licence sales and from salmon privilege taxes for the fiscal
year ending June 30, 1978; and estimates of the revenues to he received for the
current ani ensuing fiscal years. Also included are estimates of the amounts
required from these revenues for the payment of principal and interest on the
bonds authorized by Chapter 75.48 RCW, Salmon Enhancement Facilites Bond Issue,
ana a progress report on the current salmon enhancement programs.

Although we estimate that a large balance is available for additional

enhancement, the Department is not requesting anj totally "new" enhancement
facilities. We agree with the Office of Financial Management that decisions

on further expansion of salmon production should be deferred until the Federal
involvement question is clarified. In addition, our agency, 1in a joint effort
with the House Natural Resource Committee, is undertaking a hatchery evaluation
study that should provide a basic production strategy for i; least the next

ten years and we feel it is essential to complete this before asking for

major production expansion.

ESTIMATES (DOLLARS) OF LICENSE AND SALMON TAX REVENUES, DEBT SERVICE AND
AVAILABLE BALANCE FOR FISCAL YEARS I1=77 - 1981

REVENUE SOURCE 1977 1978 1979 , 1980 198)
Commercial fishing

salmon taxes .938,1.96 1,458,822 1,450,000 1,450,000 1,450,000
Salmon aquaculture

taxes m 518,000 1,000,000 1,300,000
Commercial salmon

licenses 740,000 1,651,440 1,650,000 1,650,000 1,550,000
Sport salmon licenses - 583,382 1,426,000 1,450,000 1,450,000
Total revenues 1,678,196 3,693,644 5,044.000 5,550,000 5,850,000

Estimated Debt Service

Costs 254,812 1,704,625 1,054,250 1,908,250
Balance Available for

Enhancement purposes 1,678,196 3.438,832 3,339,375 4,495,750 3,941,750
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1973 ALASKA SKAFOOD VALUES AND TAX REVENUE PROJECTIONS

Value to
fishermen FImt. vtolornlp ftdsunp tax Proposed tax

Cinned salmon 3 %/6>,1\)0,000 >1,570,1700 >1,570,/]00
..oV'-n sair. n h *32,000,”90 8", *,000 7 60,000 60,000
i :nlmon J vV *0,000J
;--—-hn roe 12,t00,000 1,000,000
woij total *12,000,000 h6,Voo,000 1,630,600 2,0j>0,b00
Kinp crab

shore-based 13,600,000 26,000,000 136,000 660,000

floatrr 95"i>.y .000 23,000,000 366,000 1,960,000
..ub total 23,30-*,000 69,000,1)00 527,000 2,620,000
Larimp
r ore-based U,300,000 > 20,000,000 h3,000 215,000
floater 90), 000 36,000 160,000
:.ub total 5,200,000 20,000,000 79,000 395,000
Tanner crab 6,0™)0,000 16,000,000 60,000 300,000
i-.in"encss crab 2,0 0,0X) 1,700,000 20,000 100,000
Scallops 1,jj00,000 1,700,000 1/4,000 70,000
Halibut 1i1,0X),000 16,000,000 1/40,000 620,000
Herring 270,000 7 2,700 13,500

2,000,000

i rrink roe / 200,000
Total seafood *8J1,170,000 b197,900,000 *2,670,100 >6 ,7/48,900



1973 PROJSITEJ FloH PROCEjSOR tax Fjsvsruss

Revised Budget Estirate
20? Revenue Sharir.* (actually 135%)
Net to state

Propored Increases

king Crab 2,096,000
Shrimp 316,000
Halibut 280,000
Others 387,000
Roe 1,200,000

Total Increases

Total Proposed Revenues

BO? Revenue Sharingactual 25?)
Net to State

Net Increase to State

42,200,000
266.000
1,91u,UX>

1i,279,00c1
6.193.000
1,51-8,000
h, 6;.5,000

2.731.000

In 1971 under 201 revenue sharing only 13? was Actually shared
with the Qannunltl._es« Le::t; than 104 of proposed r**v«nues would
be actually shared, Tne U, 000,000 collected at Adak, for

iri."tance, would r.o solely to the etat*.



sal;t

ryl'he prc?r-nt tax or. canned salmon Is 3? of the value of the pack,
with the value determined as the average wholesale price over tr.e
preceding five years. This is roughly equivalent to 6* of the value
to the fisherr.c-n. Shore-based crocosrors purchasinr salmon for purposes
other than canning, suer, ar »T*sh or frozen prediction, pay i1 tax
of 1i of the value to the fishermen. FVeezerehins and other floating
cold storages pay a tax of ni of the value to the fishermen, except
that if they remain in the sane location for more than one year, they
pay at the shore-based rate of 1i, CB169 doeo not chance these rates,

CRAB

Crab canneries, both shorr-br.sed and floating, presently pay a
tax of 2i of the value of the raw crab. Crab purchased for fresh or
frozen production, as most crab are, is taxed at the rate of 1? for
shore-based and ni for floaters, BB169 proposes taxing all crab at
the rate of 5? for shore-based processors and 20" for floating
processors.

There dJ'e several reasons fcr taxing the floating processors *t
the considerably higher ratc, Unlike the past, when floaters were
needed, the crab procer in.? industry today has rcre than adequate
capitalisation., A shore-based plant raket significant contributions
to the local rconory through property taxes, construction and main—
tenance costs, providing, more steady job?, etc, A floater has the
competitive advantage cf being able to locate closer to the grounds
than a shore-based plant, and so is able to purchase crab at a con-
sicerat:ly lower price during a quick season, ror instance, the town
of Kodiak 1is on the ncrrth end of tne island while the heavy icing
crab fishing the last few seasons has been at the s™uth end. Last
year crab was selling for as little as 32 cents at the south end vnile
at the sane tine it was as high as 1:0 cents in tovx. The 1jl differ—
ential, about lijt cents, wculd tend to diminish these advantages,

hut rrobably tho r.o>t important rea: on for the higher tax cn
floaters is that they traditionally r.ove into the new or more distant

i get the 1cream of the cropl. It is at these tines,
before the stocks wv fully- or over-harvested, t,* an. ir.ract of
ntnafencnt dollar:, if needed u inventory the £*p<e: and find the
right sustained yield harvest levels. This it presently lacking#
frctection it else needed in thee* areas, where It is p-rticularly
erpenrivo.

King eras is Alaska®s on* nonopoly And our rort lucrativo fishery,
and it nnkes sense tc uee a snail port of this wealth for better
ranap f our prerent . /elc

si-ary
bhore-oased shrirrr processors orecently pay a tax of one per cer.t
or the value to tre firr.erren, voile a floating prcrer.i r pays B (.

: “169 proposes raising tw.t : 5* for thore-based arc * 1 fov* floatr:
New flo* ®rr hav* recently moving ir.tf the Chlrr._ik-band is
I".int area, yet state : anojpMnt or pi :tion ;rcrrar.#

Tho proposed tax on ohTirp is wtually quite lew rinee the volue
to the f; hrmen is such a relatively low percenter* of the first
vhol*sale value* An amount ¢« ..] to all the » Ltional tax revenues
frnn rhriri ic verv badly h*c >u for the r”nlected rer- arcr.



HALIBUT ..
TTie present tux cn halibut purchases by cold storages is l® o*
the value u< the fishermen. SB169 proposes raising the rate to s5z.

In the past there were pood arguments for a lov tax on halibut,
but these are no longer valid with today"s high prices. The large
halibut boat vdll fish steadily until he has a load or up to three
weeks bei"-rc selling his fish* Heunatrip runni:if tir.e iron tr.e Kodiak
area, wnich is in the midst of the major grounds, to Seattle is 10
to 12 days. Back in 1967 when the price was 16 cents in Kodiak and
25 cents” in Seattle, a boat running to Seattle would receive 10,z more
money for his catch. Last year, with a price of say 70 cents in Kodia*
and *77 cents in Seattle, he would receive only 10i more for his catch,
while the increased running time would lengthen the tine of his trip
by maybe 504. ~eattle, formerly the major American buyer, has had a
sharp decrease in landings the past several years, and in 1972, when
the halibut rrice was 100* above 1?71 prices, Seattle®"s already small
landings decreased 300*.

Mary halibut fifhermen had very lu rative seasons this year.
Additionally, halibut fishermen, unlike all other fishermen, do not
have to pay Alaska in-erne tax cn any eamines from fish caught outside
three miles, as most halibut reportedly are.

ROE FROC5->50R mAX

iiBIfc? propose* that the roe procesjor pay a tax cf 25 cents per
pound of roe processed. The value of the salmon presently taxed as
determined by the canned salmon tar does not includd the value of the
re**.  _Salmon roe processors reported to Fish and Game that they
received ol.25/1b from the 1971 roe pack. Japanese market reports
chow that when the roe reached the Tolyo wholesale r xet in the lall
of 1971, it was worth about 03,25/lb. Freight and i. Am% fees are only
about 0.25/1b, so | reckon thit the roe was worth about 00/1b when
leaving. Alaska.

People™s opinions aiffer aa to where the burden of this tax will
fall. Twon*y-five cent:, fir pound on roe would produce revenues equal
to about i1fi of the first whole: ale value of the entire salmon prod—

uction. foil burden eessor* equally- cold storm/e*
ard crr r.crc alik**. foe next question ic hew much of t.ie tax will be
pasted ii,r» onto the fl-herr.en, 7ne v.vt majority if relron are sold
by the fi htrmen in the r<-u*d. 7nen the roe been | rcnely valuA) 3
IncUad «fa vat®o product, firb.crrwn did nr*t roe a correspond!nr raise
in prices. | tee no reason why when these extra profits ere tamed
that the burden should lall completely bacr onto the .1
el it will irobebjy \> shared by all tefT*nts ~ bhe industry.

Many ctlron fishermen are interested in rehabilitation of the
run: , improved man*r. *ment, anc hatcheries o" s-re tyne. With the lack
of oil money, 1| feol the industry rhoula be willinr t- pcy for the
investment 1in reev It » reasonable to “tax eggs to hate)
gl . i d all pey off many ti-cf over in the long run.

Indir the existing law, 20< of the Jiah tax revenues are chared
with Looi n which they arm* collected. 1In 1971 only
13* of j-rost revenues were shared, because considerable amount, are
collected in unorganised urea*. k9 pr.-o er charinr JO< with tr.e

al - /cm.t.. . vj."s > uld vor* rut t: actually charing only shc
254 . ror iretijjci*, the million d*larr collected frcm tho Adak king
era) c-t - - ild ro only tc thw atatv.



Fishing communities have special tax problems. Ouft industry
produces much wealth, but usually sr little of it stays in the local
cointiuidty. Fishing boats and floating processors are difficult to
tax. Sales and property taxes are paid largely by the resident, vi.ile
the transient mrj.es his money ar.d heads ”~outn. Ninety-five percent of
Alaska®s fish are prcressea by Uutsice-rwned corporations, so their
profits drr."t stay in the communitd? It is difficult to tax a salmon
boat, for only the local boat can oe taxed, and the tax could be the
last strav? on a bad year.

Seafood money flovs into the locr-1 economy mainly through the
local fishermen and canneryworkers, anc these two groups have a difficult
time passing on direct taxes. It is more fair to get the same number
of dollars by taxing the fish, for then the local tax burden is shared
by the whole industry, including the Outsiders.

Other areas of the state have industries that provide buildings,
heavy equipment, pipelines, oil platforms, steadier payrolls, etc,
that can be more easily taxed with local taxes. Fishing communities
spend money trying to crcvidj the services for an industry vhirh ir tx
difficult to tar locally. The help of the state through revenue x
sharing of the fish tor is needed in order for ry fishing cormunities
to tax the wealth of our industry.

Foster and Marshall recently did a tax study for Kodiak to deter—
mine how the town can raise the money needed to pay for the new high
school addition and swimming pod. It recommended raising the sales
tax from 3" tk si and taxing the fishing beats full value. The increased
shared revenues under .>H169 would provide about the same am.ount of
dollars. It"s an “either-or® situation for Kodiak.

SUMMARY ,

"fax®™ is too often considered a dirty word— everybody wants to
avoid it, particularly politicians, But taxes are 0 necessary part
of democracy and capitalism. They are the way of appropriating part
of the wealth to servo those needs of industry and society that cannot
be served by free enterprise alone. It": easy under socialism or
corrnunirrj, ior then ail the revenues frcn production go directly to
the govorrrent, hut I don"t think we are interested in that.

C|ip|eto|y unrestricted free crmi“etiticn Ilf. the harvesting of
I"'iji o (i . W to - fcif! t ti e I .-
ment nay seem, to ie an evil, manngrnpnt is absolutely necessary, and
we should work to make nun* that it"s as effective &3 \osi ible.

In eight years tine in Kodiak I have lived through inadecuate
management of two major fish stoe«s, king crab ar.d rhrir.p, and have
Wire experienced the results cf overfishing, ar.d now it": happening
all over Bp.- n with tanner crab. For rev* ral years 1 fished tremcr.cU
ously rii-n t;irinp and Xing crab ground:- the prices Zere low, but the
volume v/s gre t, ar.d we did well. Hut now feme of those grounds are

1) depleted or Tactic, liy barren. The prices Went Up to help
ccnpensé&te for the lower voluner, but think how much richer we would
all be if m had had adecuete management.

1 don"t put all the blame on Fich ar.d Game, Some of their managers
probably nadi ttn» mi:takes, but they can"t work without tools. Tho
King crab and shrimp budgets have boon terribly small. It coata money
to gather thi research data and irventnry the ctocii.

The blame lie: with ell of us- pr.ce"wors, fitherr.en and the Mate-

we've e ntil the rerc tree get in trouble, t.r
fl:.v n*.;" ttivi = r.ta:.tic potentials re o:.1/ fay re r.ecer-ati’/
attention. The roaponcihillty ot r ont rc:ti with the state. |

love :a nitj- it's ry way o: llic- :tul I cr.j.y it ni<r. mere when 2 feel
I"'r. h*rvr»tir.r, r/.ihn 1lhr.n rcning, tt resource.
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Table 1. Commercial Fisheries Values and Budgets (Thousands of S)
Value spudget ) % or
Eishermen  Wholesale "anacement Research  tE-A"O ~fr Misc, Total Wholesale
40,934 96,674 511 200 1 c.id
46,470 128,687 914 264 1,178 0.92
58,436 131,533 900 284 1,184 0.90
46,655 109,033 513 3217 1,240 1.14
56,843 140,921 1,147 498 20 1,665 1.18
70,033 166,572 1,037 257 290 50 1,634 0.98
61,502 197,299 1,073 361 328 20 1,782 0.90
48,777 126,056 1,165 384 333 166 2,048 1.62
79,000 191,636 1,275 375 328 425 2,403 1.25
71,024 144 200 1,317 692 328 425 2,762 1.92
98,390 213,532 1,502 746 304 425 2,977 1138%1
65,505 198,655 1.939 980 304 338 3,661 -
2,095 1,052 304 388 333 4,222
Avg. 1.13
Fal AfJi. By de«(ludeV<, dvi pazs a0 ira i-L-
Total 151 bnisl 1977
Vlé'sssels C@'&?Q'&f? VVe'ssSe'I' C\z}nadi?n
AlssVMt .CCO 1m 1.CoC Its 1,000 185 1.Qeos(§e|?s
Juneau 1.220.0 3.0 1.017.0 -
Ketchikan 1/ 2.7%42.0 23.0 1.202.0 -
od|-tk <950 *4.702.0 5.167.0 3,%<C0
Pelican 665.0 5il.0 053.0 <*59.0
Petershuyr 2,52b.0 61.0 2.50<%0 8.0
gang gorn V 21217402'8 t%gcr) 3. 9010 15J71§J8
gvar Llaz, 1.169. <01, 577-
évlrtgnagell 11<§1197% 12*4.0 1.%%).0 70.0
Other Central Alatka f%0 136.0 5700
_ Total Alaska 16,702.0 7.209.0 7.0 §.% i<he
Prince Ru'jrt | S'A 12. kg
Vancouver Yory < 715.0 u.lfcl.C
Seattle 14675 U . N0.6 631.0 :
gml]le;tvtg%ni Hen Dorts 17<*.0 i, 540.< 510.0 1.320.0
Gr<.sn P 2(13818 2.0 283.8
T/ al 71.1.".] Dy et Lty
el r.atS I _ rcuty  Idida .-3 Wrl i,V Inel i2¢* liter.;..*.
i/ Ir.-2 \Y rol* *; tt-d 1% j.
Vslilc / ;. .f U jidvr ?2.M -. Kc ¢ ns. jiti f la:o vtr,
rraie feo@ it
[ or
C @* *n rce 3.11 1e 3,79 *e'5 '] *4.67
lin.. oila a tin 3% 5 *p reme 3.5> to *..:3
"wotl NP
Ci a 5-#.1—r .rtc noA : - 36 U
"<
1 (% .t 1.e 1.1 *« 3, * % ¢ 2

>1* f.Im

. r
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CIt it important when discussing taxes to r.eeﬁ in mind the
magnitude of the dollars involved, and to relate the rates to the
tax hase cn which it is applied. It neans little to say that a

tax is doubled or tripled unless we know the amount ol' dollars tnat
Is doubled or tripled. Three tines nothir.r ic mtrir.p. T:.ree tir.es
one is three, which is somethin?. But three times three is nine,
which nay be a lot.  Some of the eX|st|n% tax collections are so low
thnt to druble or trinle thpn isn't a lot,

. Take the 1972 Kodiak king crab catch as an example:
First wholesale value was about 510,000,000, .
15.000.000 lbs (md.35/1b equals $5>250,0CO value to fishermen

present tax rate of [ produces $52,5X
proposed rate of 5< produces $262,500

Tar as related to price: li of §.35 is 5.0035/1b , atf)out a tthird
of a cen
5> of S.35 is 5.0175/Ib , a cert and
_ _ three-fcurtr.s
increase is$.01/:/1b , a little, less
then a cent andone half

That means if the tax increase were to be completeli_passed back
onto the fishermen, that it would decrease tne price of king crab

by S.OL/Ib. If the processor and/or the consumer were tc absorb

half of the increase, then the amount it would cost the fishermen would
be 5,007/1b , or xxexk about tnrcc quarters of a cent. It would take
only a 25 increase in future king crab harvests as a result of
improved management and mrotection from the investment of the tax
dollars in the resource, in order to pady the fishermen back for the
increased tAves, Louer local taxes and/or community improvements as

a result of the revenue sharing would be an added bonus,

ikne ct* or rates as related to price:

1972 Kerid'ik ohrinr harvest(firrt v ole; ale value about. 411,000,000 )
50.000.000 Ib: 4 *,0528/Ib - .42,625,000 value to fi'herr.en
Tax as r1rtec! th -rife
Present rate 1?7 47w,250 li of o.ijo-o -
Proposed rate 5* - /I :i,250 51 of 0525 2 .002625

1972 Kocuak halibut landinr
about 9,000,0:0 Ibs 4 b.t0/

0
Present rate 14 =C5h,000
[Voporced rate 312 blfc2

r*
[t»  05,*'50,0X value to fishermen
Tax & 1 lated to price

h, H o;
blfc2,0X 3t of .60= .016



1.  DEVELOPED FISHERIES

Shore Based

canned salmon 457. (existing law)

o all salmon, except canned/ 3.07. 7/1/79 - 6/30/80

existing and all other fishery 3.57. 7/1/80 - 6/30/81
law 1% resources 4.07. 7/1/81

Floater

existing all fishery resources 57. 7/1/79 - 6/30/80

law 47. 5.57. 7/1/80 - 6/30/81
6/, 7/1/81

2. DEVELOPING FISHERIES (includes pottomfish and new commercial fisheries
Shore Based 17.

Floater

3 DISTRIBUTION

307. Boroughs - Cities (existing law 207.)
207. Commercial Fish & Agriculture Pank
507. General Fund

4. NO RETROACTIVE CLAUSE

5% TAX PHASE IN OVER 3 YEARS



1959 Opinions of tho
General, Ho,

Reversed in part as to sharing
of ta:;c3 with local units of
Government by Opinion 31>
Eeccr-bcr 2, 1560

lhe Honorable Hugh J. Wade
Acting Governor of A as
"sdcral Z.UL.lainc

Effect cf Section 7 of Article IX cf
CecnstAfv.Mr 4wrr Enistir* refXr.atad Pwnds

I htvc your vj-y.est for a* opinion cf "l:.ruh 1K, 1959/
ir. which you as!: ravico ccncernir.;; "the ctniuc of several

C-  wwvwwW - L-.~d . *i S+ -3 — *VJI VUV -« Oil Ail*
ir. that anrli ;r opinion, |1 dircure J the r.annir.3 of
Section 7, Article 1X of the Constitution* *.ir: -5 of

that opinion, it was stated that no action by tho Legislature
which tonic to inorerr2 cr decrease either tho percentage cr
tetri cr crie.cc.tei funds rcv.ld to pcrciblc. At p-ge 5> it
was stated thu* tho Legislature hrs no power tc raise or
leaor tho dedication by increasing the tax, cr the* rate of

dedication.

Tho effect cf such action by the Legislature ZTl1
no: be discuscod:

(a) linen the Legislature raises the tax, tho excess
tax cir.ply 300s into the Ooncral Fund.

Ib) Wien the rate of dedication 13 roiccd or lowered,
rush action raising tnc rote of dedication is null and void
c. unconstitutional.

(cj Wien the purpero for v.hich tho dedication ic set

aside 1is altered the acuion an,sine the purpose of the
dedication ic null ar.d void ~Cunconstitutional.

(a) When the tax 1is lowered the entire dedication
falls ar.d all tax proceed” arc covered into the General Ft- 1.
Thlo last result li. ccrrv.llcd by u realization that the lower—
ing of the tax irretrievably lowers tho dedication because
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ir:;v.£;Ticic:it rsvcnv.oa 1i;ro *vsilrile to r.-jint-.In the present
rate c.. ~“the c.eAlo./Sicn. £l.:ie= she o.ily pc :sr retained b the

. _/\‘kr:f__/\;/*.»w looe C o *AAV»’kUV W\_ - EA G eee] Sey ],'\r>7‘* ' - WAL
trsciv-:- lterations in the r f . a .eut c.”the dedication) ic
c . . i:.icvuihle wctien is t«nturioant
- tic .....

he"if.; ci the ielic.aiej cV,c;lcttior/i \:q.g requested,
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. e chy to .t .s iicil and Casiq * such
el -aaaWta'. . aw N & - --a.--waaaf .-#1-«-*->v an Mt|| e «e  Val Maac«al |
eoeokk! ’ '-", V\?gaaw-a 7 «**-*'2--<<a"'* eV H . -W ] "Vav»w kam IaaV“.-a ViR ;‘otél a*ef’ {EM *
. Ve o - « o g-* Op* ** *dn s N )
o * . . e\ e e o\ a . i M- ve V»\?.'WV\A *ﬁ.’\‘] VoW Wewil”
*o . - « {/'t‘% i ’*'f-'-*-'7 «/m»W f/-a,w Cavey W'ﬁU Vry Osévl Iat’w\IJO aU>/1\ -|.t;‘/\
3.,W.v\’/c acw »a, i-;;;' /i!ﬁ. .*kvz("lg -aﬁt‘o-?* \#%*.w*a««%VaJi?M U w a/aa-a ?ﬂaaéﬁ\l Y WoFwuv @
Hy «.wn.wa>*a.wL ' Q#J Vi a i a.OAwraaa,'*V a C%‘ w*- |*y

Ve Vywmal ka kaadwxv 2 ?a;k(aaav#W%M fro Vr-|al aWa  ianial ] cmeds IP>T
"A-m%?-/ao gaWIa @at '<°/‘\X/»m é]a«zr'vha'*a« é\aaatf»m- |a»\7’a< a 1%( WWA U aw JE*I*ﬁg'kga a*\ﬁlwu
O Vaw [T lan ey SR F S "".*°'/"> Neo iy ’ra'a.warllﬁ

a .. S-Ctio.i ip-t-17, ;.M .
Hytivcr, Cr-pter 131 - ... 6 liy 1:.-.; 13es co.;c t-r tha
: c ices. : ... . tinitt only tho “~.reount chnr”od
a o WMt pak@ *V aaaé’C-a t 1-*1#141“*Wt| if.ca M-awa 8" ?taWaatka>«W)1-6'§| v
et Mhasalt et T eadd ey U OV Unuul W 4sal tf‘EﬁwBJl
into the ¢ .

All lice.;te i-tf C | o0.i Ci"u "on Jn..-u. ;.tiy be rc—
it-*t to w t C|t|es l. ng |n collected r e * t o or the foro-

Afas>d a . w el 5.8 { “XCwlwWw "+ uWwla Oil
IR CX) 3 *i G *0 L r
C X 5 J'# a Vigr o d U (= «< {0 2y e /0 WE 1l RK/»W?A{( p
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itleh ..-i~ . tho school t .... to .10.CD." This

. dedicitcd to the Celiool Fund (tcc 8 “W-*:-12, «CLA 1949),
lot* :rc revised tfttt ti;o Increase, or 62.10, .v.ust be covered

o Central ..7~.. e:ver, sineo this annual ts:: la uuo
r. J .eux;, 1 or c-ori yc_r, you are advised tiut the t-.Tea for
t.ie .t-r 11Sj t=S to covered In whole to tho School 1fnd.
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The Honorable John A. KcNees

March 17# 1959
Alaska State Senator

-2 -

special purpose of the dedication, It does not contravene
the Constitution.

Very truly yours,

J. GERALD WILLIAMS
Attorney General

By
J. ok 0" Kair A3her
Assistant Attorney General

JO* HA:~c
CCi

The Honorable TUEh J. V.acbe

Acviny Governor of Alaska

:*cc\cer~1 Euildins

Mr. JUcUara Freer

Acting Director of Fiance
Alaska. Office Buildins
Jur.oau, /lacka



1959 Opinions of the
Attorney General, No. 7

N March 11, 1959
Reversed in part as to
Sharing of Taxes with Local
Units of Government by Opin—
ion Ho. 31* December 2, 1960.

The Honorable Hugh J. Wade
Acting Governor of Alaska

tate Capitol
Alaska
Re: The Prohibition Against Dedicated Pur.ds Contained

in Article IX, Section 7 of the Constitution of
the Stato of Alaska.

Dear Governor Wade:

I havo for consideration your request of Fotrv-ry 27* 1959*
for an opinion on 87* Article IX of the Conctitut: .. You
have specifically requested whether an increase in t.nr tax on
gasoline uoed in the aviation industry in Alaska could con—
stitutionally be diverted to the Aviation Fund or whether the
excess must go into the general fund.

Section 7 roads as follows:

"DEDICATED FILIPS. The proceeds of any stato
tan or license shall not be dedicated to cny
special purpoao, except when rcqui2ed by the
federal government for state participation in

sncral fodcral programs. This provision shall not
prohibit the continuance of any dedication for
special purposes existing upon the date of
ratification of this constitution by the
peoplo of Alaska."

Inasmuch r.o this problem Is related to a wide variety of con-
plcx revenue dedications which are now law or proposed law end
cincc the problem is basic to state financing, tho scope of
tale opinion i3 broadened ocyond the question at hand to a
general review of 87 of the Constitution.

This aoction has been diligently researched by recourse
to tho rainutes of tho Constitutional Convention of 1955-1956.



Hon, Much J. 'vade Karch 11, 1959
Acting Governor of Alaska

The typed transcripts have been used wherever available. How—
ever, 87 was Introduced on the floor of the Convention on the
morning of January 17, 1956, and no transcripts are available..
For that morning session, the tape recordings of the debates
of the delegates were listened to. References to the tapes so
as to provide both pertinent quotations and their context woula
be impossible without extending this opinion to unmanageable
length. However, references will be made to the tapes by givi®
the"foot of tape at which the pertinent discussion transpires
and then summarizing the occurrences, leaving the context to
bo verified from the original by interested persons.

To grasp the problem examination of the reasons behind
87 and the evils to be avoided, thereby, will be necessary.

Prioi ”so the Convention, the Public Administration Service
was employed by tne Alaska Statehood Committee to prepare
Constitutional Studies for the convention delegates. See Vvol.3
of the Constitutional Studies, Sec. 1IX, pp 27-30. Among the
reasons such a pz-onibltion as is found in § 7 v,af recommended
are the following:

1. FleXibility of budgeting.
2. Financial oontx'ol,
3. Lack of xelationchip between the fax and purpose.

Percentages of dedicated funds us compared to total revenue
were cited for various states.

Listening to tho tape recordings of the morning session
of January 17, 19>6, impels the conclusion that the delegates
were desirous of eliminating dedications so ttiat the Legislature
would nave the greatosb flexibility in allocating tax revenues
or. a basis of r~ It was stated that, as a matter of com—
promise, a grandfather clause had been included in 87 to pcrnsl*
all dedications existing on the date of ratification of the
Constitution (April 24, 1936) to continue. An amendment to
this clause, offering a change from the date of ratification
to the effective date of the Constitution was defeated. (Sec
the transcriptD pp 37 ct soq. on January 28, 1936.)

Otncr than the grandfather clause which permits existing
dedications, there is a further exception to tho prohibition.
Any dedications "*cvulrcd®™ for participation in Federal pro—
grams are permitted. Fedox»ul conservation statutes presently
require certain license fees to be diverted to special purposes
In order for states to receive Matching funds. (For Instance,
see 16 USCA 669 and 16 UdCA 777.) Only those dedications which
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Hon, Hugh 3. Yiade Karcii 11, 1959
Acting 8ovjernor of Alaska -

The foregoing opinion is born out by the taped recordings
of the Convention proceedings. (Refer to tapes 2, 3 and 4
of January 17, 195«»)

At foot 570, tape 3, Delegate Johnson proposed to amend
the present 87 by striking the words, “prohibit the continuance
of end inserting in their place the words "apply to.”

At foot 600, tape 3, Delegate Ralph Rivers 3poke 1in
favor of the amendment because he felt It would pemit repeal
..d re-enactnent of existing dedications. Delegates Johnson
id 1Jolun at foot 67C, tape 3, indicated their understanding
of the ta.iemlncnt was that the Lcgirlaiure would be powerless

to repeal an e:iistir.g dedication. (Kote: Delegates Johnson
and Rivers v:ere for the amendment, but tiicj*ree as to its
meaning. However, both they and Delegate K*lan indicate that-

the section ;:ithout the siit.idr.ent could not be repealed rnd
re-enactcd at « late: dale.)

At foot pji, et seq., i~pe \ Delegate victor Rivers says
Delegate Johnson & amendment should be supported fcecauce It
would permit o::iatir.g dedications to be 1i”iscd, lowered, replaced
or elimioLtad b; the Legislature. He stated that the amend—
ment :oul* therefore _ivc* “renter fle.cik iiit,, then the present
wc.dlng

At foot 125, tape A, Delegate Rcrland stated that he spoke
for the Comittee on Financo and Taxation, and that it was
their inter., that present abdications oe allowed until repealed;
but that orce it ;\.c repealed, it could not be later re-cnactcd.

At foot 215, t”pe A, a .i* amcnuMer.t was defeated UO to
13.

At foot 330, tape I3 D.»lcgLto Ralph Rivera offered an
amendment to [* V which woul lets . vc.de ~%r.e conlinuunce
of."

D.lcgu.c Tulpn {.lvcra ut loot oays the piTosent v;ordins
freesto the cruet rates of the dcdic-tiouo allowed upon the
date of ratification of the Co* stilt lion. lie aovocatec hie
waondmont cu as to givO :.tre flexibility . jJ trv.t his
amendment woula not allow Ihc rate It be r; loed but would allow
it to be loserod or tc.-. Ij dlooontli.ued*

/.t foot 395, tapo *, IVlegate Co.;hlll supported the amend—
ment to 5 7 because if adop.td, it "auld pri.lt the dedicat ion
to to ler.por*.:ily dc:.c :w», tilth or uuopc.Jcd downward; there—
by allowing the Legislature rcro flexibility for growth or
decline in financial problc.-.a.

oW Smt;
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Kon, Hug" J. Wad March 11, 1259
Ag?mgu(gﬁovernoré1 Sf Alaska -5-

At foot ~20, tape 4, Delegate Gray challenged ;ne amond-
snent on the grounds it v;CiS" In substance, the same amend—
ment as the earlier one offered by Delegate Johnson at foot 5”0
4. *<o0e 2.

Delegate Ralph Rivers answered Delegate Gray by saying
that the purpose cf Delegate Johnson®s amcndment was to permit
doubling the*dedications or the rate involved, and the purpose
cf nis own amendment was to permit lowering of rates while
still prohibiting the rates from being raised by the Legislature.
Delegate Ralph Riverse a.K?ndmcnt v;as al30 defeated, leaving
C"7 substantially as it wppc”rs in the Constitution after it-
drafting by tnc Committee on style and drafting.

Consequently, the intent of tnc drsfte:s of the Constitu—
tion cf trie State of Alaska, t.as to pcruis, tue continuance cf
existing dedications at the then existing r-tcs until the
he :Islature caw fit to exercise the oxl.. po. ». :\.ttlr.cd in
re lotion to them: that -t, the power ts rcpual.

A dedication itiust be continued, 1" at ».i, -u exactly
tic saric form. Any attempted alteration saurt of ivpcal is
N~ —ulllty. A dedication enco .pasea (1) prelude or part of
vie proceeds of a tax or license (f) act aside -t a certain
rate (g) for u particular purpose. no Legislature iw.s no
power to raise or lower the dedication Ihc.*e«&&lri,v or decreasing
the taut or license fee or the rate thereof «.nicn is set aside.
Also, there is no power to broaden or reduce tue purposes for
which an existing dedication is made, for to do to is to alter
the dedication itself.

I liuve for further cousidcration, two questions subnittcd
by tno Director of the Legislative Ccencii. For purposes of
contimilty and clarity, these questions a;.d tncir answers will
be set out herein. ) .

liymej.

"me first question is whctucr U.S. 12w,/wiicu is sub—
stantially a re-cnaotm t of Ch. le, SLA I . u: c Alaska
Property Tax Art, violates 3§ Y of the :a.lvation by pro—
viding in 9 4 of tnc bill tiu.t tne U). levied by the State snail
be turned over to the loc. I political subol® liricn whc:tin col—
lected.

You urc advised tu..i it is cy opinion that aacb a pre—
vision violates tiv*x Constitution .  _.._... * dication*
Tnis 1s a tax proceed which at twc txt.o it la collected Is
ei.jT.iarl.cd for a special puxpoco (politic. 1 oueUiviuioaC). Tnoro
it, however, nothing to pItnol.l even le * iVo.a annually
rwJtin.t an appropriation vo i r. pAll.*-«l 2. ,!vilio.i$ HL the
i.onies already collected wWuer two Act. 1V iU this Is the



Hon. 1luch J. V.ac"c March 11, 1959

Acting Governor of Alasl -6-

oxprcss intent of the constitutional framers: that each
obligation of government be JudGcd both on ito own merits and
in co \parison with the merits of others in the computation of
tho budget. (See pace 31 et ceo. of the written transcripts
froi the January 24, 195*6, session of the Convention for the
proposition that a dedication 10 present when a tax proceed
is earmarked from tho time it io collected.) Also note that
at foot 113, tape 3, it is indicated that tho return of
lienor license fees and business license fees to political
subdivisions constituted a dedication, but since they were ear-
named at the time of ratification, they would continue to be

Tho second problem posed by the Director of the LerfLsla
tivc Council 10 whct.icr or not the raw fish tar. refund to
political subdivisions could be raised from the present 10£
to In view of the foregoing expressions, the answer is
in the relative.

You are further apprised that since t..c ratification
cate of the Constitution was April 26, 193", nil dedications
..we in the 13 7 cession of the Territorial Legislature arc
nullit: .as of January 3, 1959. Any monl>c are and owing
prior to January 3rd nay be covered to their enrmarhed purposes,
but receipts due and owing after that which fall into the pro—
hibited category oust be covered into the general fund. Also
note foh: . an; re sol or repeal and re-cnnctmcnt of a dedication

e that session tabes tho dedication from w.cTr tho protec—
tion of the r_.dfathor clause and a re-enactment cithor In
1957 or later is a nullity unless tho dedicaticn 10 required by

.1 Covcmcont for participation in Pcdcrol programs.

Very truly years,

J. CirALD ".ILLI/1iS
ATrCfwnY C211T.AL

cy
J.,ch 0"Kair Ashor
Assistant Attorney Gancial

JO»:i;.:bb

ACdcadui: C.i page 5, paragraph 6, after 11.3. 126, insert
"introduced in tin 1957 L: islaturo.””

csJ f .prat . nt of lin*. ¢
Alas!:a Office sailtiin;..
W oo« o> $ . * OV raM



The Honorable Clem Tillion - *

Pre8lder.t cf the Senate . " . -
Alaska State Legislature . "V ~"y"
Pouch V

Juneau, Alaska 99811

Re: CSSB 132 (FINANCE), relating to fish-
processing tores

Lear Senator Tillion:

In your letter of March 12, 1979, you requested
thet this office review AS A3.75.131 and 133 as proposed in
the above-referenced bill in light of the comments of Senator
Ziegler, Chairman, Senate Judiciary Committee, who raised
substantial concerns regarding th": 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 as provided in section 15
of this article or when required by the
federal government for state participa—
tion in federal pr xgrans. This provision
shall not prohibit the continuance of any
dedication for special purposes existing
upon the date of ratification of this
section by the people of Alaska.

AS A3.75.130 and 135 in tho present fish processing
tax chapter presently provide that the "coanissifner of
revenue shall pay to each organised borough and each city of
the first elans [twenty percent) of the amount of tax revenue
collected under this cnaptcr. Since f 130 t--es originally
enacted in 1962 (9 6. ch. 155, SLA 1962) and { 135 1in 1963
(J 1, ch. 89, SLA 1963) neither of the refund provisions
qualify under the grandfather clause in the second sentence
of the ccnstltutlonol provision. This mandatory language
("shall ray") was carried ovor into the new proposal AS
A3.75.131 which requires the following distributions!



- ml

The Honorable Clem Tillion
March 14, 1979
Page 2

- 1. Subsection (a) states that ™the department
shall pay to each borough and to each city of the first - **

class an amount equal to 33 and 1/3 percent of the amount of V
tax revenue collected” under AS 43.75.

2. Subsection (a) also requires that the tax
revenue be shared equally between city and boroughs when the
city is located within a borough. el

3. Subsection (b) states that "one-half of the
revenue shared . . . shall be used for docks or other fisheries
related development programs.”

It 1o our opinion that Senator Ziegler®s concerns
are well-founded and that the language in AS 43.75.131 as
written might well be found to be facially invalid under the
state constitutional provision prohibiting the dedication of
funds. Even with the mandatory language of the existing
statute, the Department of Law has always construed these
provisions as (1) requiring an appropriation and (2) that
each subsequent legislature has the discretion as to whether
or not to make such an appropriation for the purposes stated
in the underlying statute. This, any such formula 1is advisory
only and operates as an expression of the policy of the
enacting legislature and nothing more. However, Senator
Ziegler is quite correct in that the advisory nature of such
language snould be made more express so that the language of
the provision would not become subject to a challenge that on
its face the provision violates the intent of the constitu—
tional provision.

We therefore recoooend that proposed AS 43.75.131
and 136 as stated in CS for SB 132 (FINANCE) Section 3 be
modified as follows:

AS 43.75.131. REFUND TO LOCAL GOVERNMENTS .
The Jegiolature nay, 1in it* discretion,
annually appropriate to each borough, each
city of the first class, each municipality
unified under AS 29.68.240--29.68.440 an
am runt equal to 33 and 1/3 percent of the
emnmt of the tax revenuo collected in the
municipality from taxes levied in this
chapter. In the case of tax revenue col —
lected Inside a city vlithin a borough,

the legislature nay, 1in its discretion,
divide the revenue to be shared equally
between the city and the borough.
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[Subsection (b) should be deleted in its
entirety.] wu
AS 43.75.136. PAYMENTS TO COMMERCIAL 7ISH-*" *~
“INC AND AGRICULTURE BANK. The legislature

nay in its discretion annually appropriate

an amount equal to 33 and 1/3 percent of

the amount of .tax revenue levied under this
chapter to the Commercial Fishing and
Agriculture Bank established in AS 44.54_.010
until that bank is fully capitalized as
determined by the ccrnii6sioner of commerce

and economic development based upon the
estimated capital needs of the bank.

In addition to the safeguard which I mentioned 1in

our meeting this morning, 1| would further recommend that
sec. 12 of the Act be modified as follows:

committee
committee
letter.

JED-chv

Enclosure

bec:

EFFECT OF REVEVUE SHARING PROVISIONS AND
TRANSITIONAL RULES. The tax paid for the 1978
calendar vear mav be shared in accordance

with AS 43.75.130 and AS 43.75.135 as

those sections read beiore repealed by this
Act. The tax paid for the 1979 calendar

year and for each succeeding calendar year

may be shared in accordance w~Ath AS 43.75.131,
added by sec. 3 of this Act, depending upon
the Judgment of each subsequent legislature
and upon the amounts properly appropriated

for this purpose. It is recognized by this
legislature that AS 43.75.131 and 136 are
advisory only, that they have no binding effect
on future legislatures, and that future
legislatures will be free to disregard the
formula outlined in tho sections.

In addition, it is suggested that the reporting
issue a letter of intent along with the proposed
substitute, a draft of which is attached to this

Sincerely,

AVRUM K. GROSS
ATTORNEY GENERAL

By«
Joseph K. Donohue
Assistant Attorney General



DRAFT

«~= —s "H6 intent cf this committee tnat the revenue
shared with the local municipalities pursuant to AS ~5.75.131
be usee for cocks anc other fisheries related projects. It
Is believed that such improvements voulc operate as an
incentive tc the development cf a bcttcr.fishins im.dvstrv -"
the state as ".raill as -0 improve ar.d further develop the
fisheries currently being exploited This committee recognize
tnat AS -1 ar.c 15¢c merely reflect the policy cf the
current -egis_ature ar.c tr.tt future legislatures voulc be
free tc disregard the formula set forth therein Future
legislatures should examine the extent :: vh.ich municipalities
vh.ich have received these revenues nave mace reasonable
~fcrts to meet the demand for fishery related facilities.

IT future legislatures find that needed fisheries development
programs have not been implemented. the revenue sharing

program, reflected in AS *5.75 131 should be reevaluated.
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of Revenue, re revenue sharing projections.

5. Fiscal Note -- Dept, of Revenue re Shared Taxes

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

7. Review of various versions of SB132 with reference to local
government refund provisions.

8. Letter to Senator Sackett from John Messenger re fisheries
tax structure.
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Senate
Pouch V

Cffice of tfie Secretary
State Capitol

March 131 1979 Juneau, Aluaka 99811

Official Buainros

MIVORNDIM TO; Rules Committee

From: Secretary of the Senate

Subject: COMMITTEE SUBSTITUTE ?0R SENATE BILL NO, 132
(relating to fisheries taxes) - Conclusion
on by Senate Judiciary Committee Chairman

President Tillion referred the alove message to the Rules

Committee this date.

%
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Committee on  Judici.uij

Pouch V
State Capital

Official UuoinesA Juneau, Atanka £058

March 12, 1979

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature

Re: CSSB 132
Dear Mr. President:

On March 9, 1979, you rc .nested me, 1n my capacity as chairman of
the Senate Judiciary committee, to review the captioned bill and to
report to the Senate as to its constitutionality.

At the outset, 1 should ste*" that the following comments arc mine
and mine alone; 1 do not proless to speck for the other members of
the Judiciary committee. It should likewise be noted that I do not
claim any special expertise in the field of constitutional 1law, nor
have 1 had sufficient time to devote to the research which would
ordinarily be entailed in analyzing this bill.

A close reading of CSSB 132 indicates 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 11X, sec. 7 of the Alaska Constitution provides as follows:

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

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

I was assisted 1n my efforts to check the constitutionality of the
questioned sections of the bill by the opinions of two Attorneys General
dated, respectively, April 4, 1969 and Kay 2, 1975. Roth opinions not
only considered the case law of ehis and other jurisdictions, sparse as
1t is, but they also reviewed the minutes of the Alaska Constitutional
Convention and ctanaittces thereof. It Is evident, 1in both these opinions,
that the framers of our constitution did not want to have additional
taxes amarked or dedicated to special purposes.



A dodic.ition of ten per cent of the fish tax existed at the time of the
ratification of the Constitution, and the dedication clearly falls

within the exemption. Problems arise when that ten per cent is increased,
as in the instant bill, to thirty-three and one-third per cent. The if ip
of the constitutionality of increasing the percentage of an existing

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
Constitution.

It is equally clear that payments to the Commercial Fishing and Agriculture
Bank and earmarking state tax revenue for the construction of dr'-'.s, etc.
by local governmental units would do violence to the Constitu* .on of d |
State of Alaska

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

"The proceeds of any state tax or license which must be 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, o»* 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 written, is patently uncorjtitutional.

Chairman
Senate Judiciary Conmittee

RHZ/pkz
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March 14, 1979
The Honorable Clem Tillion
President of the Senate n
Alaska State Legislature
Porch V

Juneau, Alaska 99811

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

Bear 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 concents of Senator
Ziegler, Cbiirtnan, Senate Judiciary Committee, whoraised
substantial concerns regarding the constitutionality of
these provisions under Article 9, Section 7 of tho Alaska
Constitution. That provision states:

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

AS 43.75.130 and 135 in the present fish processing
tax chapter presently provide chat 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 963
(5 1. ch. 89, SLA 1963) neither of the refund provisions
qualify under the grandfather clause in Che second sentence
of Che constitutional provision. This mandatory language
("shall pay™) was carried over into the new proposal AS
43.75.131 which requires the following distributions:



The Flonorable Clem Tillion
Marcnh 14, 1979

Page 2

1. Subsection (a) states that "the department
shall pay to each borough and to each city of the first
class an amount equal to 33 and 1/3 percent of the amount of
tax revenue collected” under AS 43.75.

2. Subsection (a) also requires that the tax
revenue be shared equally between city and boroughs when the
city is located within a borough.

3. Subsection (b) states that "one-half of the
revenue shared . . . shall be used for docks or other fisheries
related development programs.”

It 1s our opinion that Senator Ziegler®s concerns
are well-founded and that the language in AS 43.75.131 as
written might well be found to be facially invalid under the
state constitutional provision prohibiting the dedication of
funds. Even with the mandatory language of the existing
statute, the Department of Law has always construed these
provisions as (1) r~uiring 1in appropriation and (2) that
each subsequent leji.ilature has the discretion as to whether
or not to make sucn an appropriation for the purposes stated
in the underlying statute. Thus, any such formula 1is advisory
only and operates as an expression of the policy of the
enacting legislature and nothing more. However, Senator
Ziegler 1is quite correct in that the adviscry nature of such
language should be made more express so that the language of
the provision would not become subject to a challenge that on
its face the provision violates tho intent of the constitu—
tional provision.

We therefore recommend that proposed AS 43.75.131
and 136 as stated in CS for SB 132 (FINANCE) Section 3 be
modified as follows:

AS 43.75.131. REFUND TO LOCAL GOVERNMENTS.
The legislature may, 1in its discretion,
annually appropriate to each borough, each
city of the first class, each municipality
unified under AS 29.68.240--29.68.440 an
amount equal to 33 and 1/3 percent of the
amount of the tax rcvenuo collected in the
municipality from taxes levied in this
chaptor. In the case of tax revenue col —
lected inside a citv within a borough,

the legislature may. 1in its discretion,
divide the revcnuo to bo sharod equally
between the city and the borough.



Maem#o&o,ra%%gCIem Tillion
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[Subsection (b) should be deleted 1in its
entirety.]

AS 43.75.136. PAYMENTS TO COMMERCIAL FISH-
* ING AND AGRICULTURE BANK. The legislature
may 1in its discretion annually appropriate
an amount equal to 33 and 1/3 percent of
the amount of tax revenue levied under this
chapter to the Commercial Fishing and
Agriculture Bank established in AS 44.54.010
until that bank 1is fully capitalized as
determined by the cocmsissioner of commerce
and economic development based upon the
estimated capital needs of the bank.

In addition to the safeguard which | mentioned in
our meeting this morning, 1| would further recommend that
sec. 12 of the Act be modified as follows:

EFFECT OF REVENUE SHARING PROVISIONS AND
TRANSITIONAL RULES. The tax paid for the 1978
calendar year may be shared in accordance

with AS 43.75.130 and AS 43.75.135 as

those sections read before repealed by this
Act. The tax paid for the 1979 calendar

year and for oach succeeding calendar year

may be shared in accordance with AS 43.75.131,
added by sec. 3 of this Act, depending upon
the judgment of each subsequent legislature
and upon the amounts properly appropriated

for this purpose. It is recognized by this
legislature that AS 43.75.131 and 136 are
advitory only, that they have no binding effect
on future legislatures, and that future
legislatures will be free to disregard the
forun-la outlined 1in the sections.

In addition, it Is suggested that the reporting
committee issue a letter of intent along with the proposed
committee substitute, a draft of which is attached to this

letter.
Sincorcly,
AVRUM M. CROSS
ATTORNEY CENEPAL
By
Joseph K. Donohue
JKD :chw Asslscart Attorney General

Enclosure



DRAFT

It is the intent of this committee that the revenue
shared with the local municipalities pursuant to AS 43.75.131
be used for docks and other fisheries "eelated projects. It
is believed that 3uch 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
that 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.
IT future legislatures find that needed fisheries development
programs have not been implemented, the revenue sharing

program reflected in AS 43.75.131 should be reevaluated.
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The Honorable Alvin Osterback
Co-Chairman _

House Resource Committee
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Osterback:

You have requested the Department of Revenue look at
fish tax receipts Lhat would be collected if a tax
rate based on the effective current canned salmon
rate was applied uniformly.

The breakdown of revenues on the attached sheets is
based on a tax rate of 4.45 percent. This rate was
arrived at by taking the "aw value of salmon used by
canneries, $121,758,700 (based on Pish And Game Catch
Estimates) and dividing it by tho FY 1978 tax collected
from canneries, $5,420,438.

The total amount of revenue that would be collected
usmg a 4.45 percent rate would be $15,205,850. A
further breakdown of this total is attached for your

information.

Sincerely

John R. Messenger
Acting Commissioner

v il D & - A
JJ
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PROPOSED SYSTEM
$6,139,472

EXISTING SYSTEM
$7,097,820

COMMERCIAL FISHING AND AGRICULTURE BANK
(1977-1978)

PPOPOSED SYSTEM
$5,068,617

EXISTING SYSTEM

$ -0-

PROPOSED SYSTEM
$3,997,761

EXISTING SYSTEM
$1,202,180

PROPOSED SYSTEM
$15,205,850

existing system

$9,300,000
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COMMUNITIES

ANCHORAGE CITY 6
BOROUGH

BRISTOL BAY

CORDOVA

CRAIG

DILLINGHAM

HAINES BOROUGH*

HAINES

HOMER

HOOSAH

HYDABURG

JUNEAU CITY & BOROUGH

KENAI BOROUGH*

KEKAI

KETCHIKAN GATEWAY
BOROUCH*

KETCHIKAN

KING COVE

KLAWOCK

KODIAK BOROUGH*

KODIAK

NENANA

PELICAN

PETERSBURG

ST. MARY 3

SAND POINT

SELDOV K

SEWARD

SITKA ¢ m 4 BOROUGH

UNAT . ASKA

WRANGELL

YAKUTAT

FISH TAX PROPOSAL

(1977-1978)
Lased on 4.457

REVENUE SHARED

EXISTING
(202)
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ICAE NOTE

1.  REQUEST
Hill/Roolulii'u No.
Ti:le An Act relating to fir.hcrier. taxes

Requested by Date.

1. FISCAL DETAIL
Aptr.cy Affected Denortrcnt of Revenue
Program C-t”ory Affected iiovcmm Col lection and r*nnn*n*m
BKU, Pro'iidJim, nr Subprogram!*) Affected Audit Oivtslo-i
(Note If more than one budget component is affected, tc|u» li ImciUin amount! and funning for each
component in the aiialytis icction.)
EXPENDITURES (Thousand* of Dollars)

FY79 FYLO FY 81 FY 0? FY 37 KY At
tpn  ppo.50v.vL cenvijres
200 TP VYF*
?co roN Tifarrii*!
tflO rovv.ouiT 'os
J } FOUIP.MSST
m LAND A STRUCTURES
700 GRANTS. CLAIMS. T.CL
. TOTAL -0- -0- -0- -0- -0- -0-
FUNDING (Thousands of Dollars)
GFNERAL FWO i 1 1
FEDERAL FUNDS
1
-n- -h- -n- 1 -0- -0- -0-
o\
FCSITIQN .

PART TIME

TEMPORARY !_ L 1. 1

FULL TIME a:

HI. ANALYSIS (Set Fiscal Not* Preparation Inifrvctfent, Section I1I)
Xt is oscinntod that this bill will raiso an additional 12 million dollars *
and bring total fish tax collections to 20 million dollars. These
collection* will bo split evenly anong tho general fund, revenue* sharing
to municipalitias, and tha ccnnercinl fishing and agriculture bank, wunell
fully capitalised. Zt is estimated that rovonus sharing to municipalities
would bo increasnd by about 4 million dollars as shown in tho attache!
breakdown. It would also allow an annual »pproprlation to tre cc-mnrclal
fishing and agriculture hank of approximately 7 million dollars. Revenue
to tho general fund would ba increased by approximately 1 million dollars
and then by a greater amount when the commercial fishing and agriculture
bank 1is fully capitalised. A breakdown of tho distribution of revenues
is shown in tho attached pagot.

IV. DA*. 2 prepared

agency __
OrielnJ: Usltbiiirt 11tines PHONE _ _
cC; LKnfe.t .nil M sKincnt

Pliroe SpviiMX (0 ml I.*_j*Utvf Nlined)
J)-001 (Rev. 12/79)



EXISTINC SYSTcM

$7,097,520

CENETUL FUND
[(1877-19/5)

» e 4"

rOKTI0tf

PROPOSED SYSTEM

$3,277,936
7 gw

,rto,N<» r

COMMERCIAL FISHINC AMU AGRICULTURE BANK

EXISTING SYSTEM

$ -0-

ExX1STIXC SYSTEM
$1,202,130

EXISTING SYSTEM

$8,300,000

(1977-1975)

REVENUE SHARING
(1977-1978)

TOTALS

(1977-1978)

PROPOSEP SYSTEM
$6,834,037

PROPOSTP SYSTEM
$5,390,238

/, 1
V ./7f >

PROPOSED SYSTEM
$20,502,261
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OMMUNITIES

AXCIIORACE CITY L
BOROUGH

BRISTOL EAY

CORDOVA

CRAIC

DII.I.INCHAM

HAINES BOROUGH*

HA. XES

HOMES

1100XAH

11YDA3URG

JUNEAU CITY L 30RCUGH

KENU BOROUGH*

KEN, t

KETCHIKAN GATEWAY
BOROUGH™*

KETCHIKAN

KIXC COVE

KLAWCCx

KODIAK SOROUCH*

KOD1AK

X1XANA

PELICAN

PETERSBURG

ST. MARY'S

SELDOVIA

SEVAKD

SITKA CITY & BOROUCH

UNALASKA

s Li VA

FISH TAX roroSAL
(1977-1973)

TOTAL REVENUE COLLECTED

EXISTING

202,593 .29
463,903 .02
558,723 .38
14,073, .75
164,010, ,31
177,336, ,56
45.,34
64,678. .37
11,196.,27
7,820. 15
40,163. 64
327;r37.01
340,030. 00

273,231. 39
156,529. 09
58,042. 23
113,605. 53
416,239. 21
995,101. 01
69. 63
59.580. 57
498,253. 45
1,175. 00
11,513. 43
252,817. 79
36,542. 35
701,345. 3S
57,829. 92
7,302. 94

PROPOSED

g 529,,336
636, ,93*.
938, ,707.

84,,192.
983, ,561.
320, 913.

147.
255, 447.

67, 052.

46. 795.
240, 60S.
732, 202.
593, 964.

405, 771.
359, 702.
231. 193.
153, 1CO.
562, 447.
3.401, 359.
292.

357, 103.
1,054, 7S5.
6. 925.

6S, S30.
664, 213.
218, 379.
2,915, 537.
146, 603.
43, 442.

46
35
,05
,50
,86
67
04
72
62
90
04
92
91

01
0S
56
14
54
50
73
42
50
00
58
70
10
34
37
64

REVENUE SHARED
EXISTING - PROPOSED

U0z)

5 40,519.
92,780.
111,744.
2,314.
32.502.
35,471.
4.
6,467.
2,239.
1,564.
8,032.
132,326.
34.0C8.

70,299.
15,652.
11,".08.
22, 21.
182.757.
99,510.
13.
11,916.
99,651.
235.
1,151.
25,281.
7,303.
140.269
11,565.
1.460.

* Includes nddldraal Revenue Slurinj from cldcs within borough.

di

66
60
77
75
06
84
53
84
25
03
77
36
00

04
76
46
11
95
10
93
11
69
00
34
78
47

.07

93
59

Fi+urcs are hasrd upoii 197S collections for th# 1977 tax year and nay
fer froa budget figure* based upon fiscal year cutoff,

»

(33-1/3%)

$176,452.

212,115.
.44

329,239

23,036.
327,526.
106,390.
.43

24

42,532.
22,323.
15.5S3.
S0,122.
523,952.
98,895.

195,012.
59.890.
83,649.
50,932.

753,621.

566.326.

97.

118,917.

361,233.

2,306.
11,460.
110,591.
72.8C6.
970,890.
46,813.
14,466.

19
23

10
09
40

05
52
03
43
65
16

13
39
12
35
33
35
50
10
57
03
29
53
74
60
92
40



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

m-ISCAL. >QIE.
. REQUEST
Bill'- No. 13:
R Bisn tax
r, Coanunlty a Regional Attclra a Finance pJte 2-12-77"

1.  FISCAL DFTAIL
Agency Affected Revenue
Program Category Affected Development™

Budget Request UniUs) Affected

EXPENDITURES (Thousands of Dollars)

Fy 19 FY 80 FY 81 FY 82 FY 83 Fy 81

10Q  PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL € *
400 COMMODITIFS

500 EOLTPMENT
600 LAND A STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING  (Thousand* of Dollars)

(1,500.0) (1,500.01 (1,500.0) (1,500.0V (1.500.0)1 (1,500.0)

gBfM friIK iB .----—---mmmmmmee
OTHER (Snecifv)

fOSITIQSS

FULL TIME >_ w1
PART TIME
TEMPORARY

[TEY
—

Il ANALYSIS (Sec Focal Note Preparation Instructions, Section 1)

Thﬂe la no adFI'[I nal can Hoedslnl ter éﬂ &IHl a ff}%neral Fund

dec[eaa tho anoun Wn a0 the adalt tona faa
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Alaska Jliate "Cegislalurs

H ouse of Representatives

Committee on Pouch v
. ) ) State Capitol
Official BuaineM Community & Regional Affairs Juneau, Alaska 99811

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 various
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 SB132 -- Offered 3/8/79 by Corrniunity 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 municipali y unified under AS 29.63.240 - 29.68.440, an
amiunt equal to 3. 1/3 per cent of the amount of tax revenue
ejected In the municipality from taxes levied in this chapter.
*n 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-half 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 and
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 CSRA (See above)
CS SB 132 (Rules) Offered 3/17/79 by the Rules Committee

Sec. 43.75.131 TAX SHARING WITH 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 1n 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 borough.



843.75.120 Revenue *nd ", ion 843.75.135

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 as if collected from the
person of whose business he has custody and control. The requirements
for 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 190 SLA 1959)

Sec. 13.75.120. Violations and penalties, (a) The liability to file
returns and pay interest and deficiency assessments, and the subjection
of property to liens is the same as prescribed in the business license tax
law for salmon cann >ries.

(b) A violation of 58 100 — 120 of this chapter or the regulation.,
is -ied under §§8 100 — 120 of this chapter is a misdemeanor subject to
punishment as prescribed in the business license tax law for salmon
ca. neries. (§ 3 ch 190 SLA 1959)

Article 4. General Provisions.

Section

110 Refund to local government*

13 Ad_(ti_ltlonal refund to borough* and
cities

Sec. 43.75.130. Refund to locul governments. The commissioner of
revenue shall pay to each organize “borough and each city of the first
class 10 per cent of the amount of lax revenue collected in the borough
or city from taxes levied by ftft 10— 90 of th*» chapter. (56 6 ch 155SLA
1962, am ft 75 ch 69 SLA 1970; am ft 10 ch 218 SLA 1976)

Effect of amendment. — The 1976 [ rgitlatitr fommlllw_report — for
amendment substituted “city of tho first reporton ch_Ot, SLA 1970 (Il utill. we
%La_s%l*' |f(lr “city of th* first, second, sod 71 10 Journal Supplement No. 2, p.

ird cla*»e» * .

Sec. 43.75.135. Additional refund lo boroughs and cltieti. In
addition to the payment allowed in ft 130 of thi* chapter, the
commissioner of revenue shall pay to each organized borough 10 |ier
cent of the amount of tax revenue collected in the borough from taxes
levied by ftft 1# — 90 of this chapter and shall pay to each city of the
first class loca.ed in the unorganized borough 10 per cent of the amount
of the tax revenue collected in the city from taxes levied by fift 10 -
90 of this chapter, (ft 1 ch 89 SLA 1963; rut ft 1 ch 120 SLA 1969, am
ft 11 ch 218 SLA 1976)

Effect of amendment — The IVIS cko' for ~rk) of IK- first second, end
amendment eulnOtuUd “city of the first  thmlrise*' *

197



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

Chairmar. Sackett called the meeting to order at 10:00
a.m. Senators Dankworth, Bennett, Hackne¥, Sackett,

Ray and Hohman were present. Also Presne were: Dr.

Sherman Carter, VP for Finance, U of A, Don MgKnlght PRESENT
and Russell Clark from ADF & G, Jack Utton, Director

of Natural Resources, Tanana Chiefs, Bob Palmer,

Special Projects, Office of the Governor, Jim Farmer,
Executive Director, Koyukon Development Corporation,
and Robert Shelley, Amalyst, 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 §3 132
to local government). He advised the committee that a

CS had been prepared which included an amendment offered

bK 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 MOTION
Sackett voted do pass. Senators Hohman and Ray voted no
recommendation.

Senator Sackett moved that SB 62 (supplemental apgroprL
ations to SPeC|aI_Progects Office, Office of the Governor, SB 62
to fund Delta Agricultural Development Project) be brought

hefore 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
information regarding the bill, and gave information to the CONTRACT
committee that had been requested in_ a previous meeting. DATES
Senator Hohman had questions concerning the contract datos.

Mr. Palmer stated that 30% of the work had to he completed

by May 1980, 60% completed by May 1981, and total prepar-
ation and ready for planting had to be completed bK May
1982. When asked if they woro going to stick by the con-
tract dates, Mr. Palmer reFlled "most definitely!” He
said there mlght be a couple who would not make  the contract
date, but he Telt most of ther. would.

Senator Sackett cxplai.uid that a CS had Dbeenpreparedfor

the bill. _The changes were explained. Senator Hohman

made a motion that Cr SB 62 be passed from committee with
individual recommendations. There being no objection, it  MOTION
was so ordered. C5 IB 62 passed as follows:Senators

Hohman, Hackney, Dennett, Dankworth and Sackett votoddo

pass. Senator Ray voted do not pass unless arended

175 3/10/79
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Hon. Sterling Gallagher A f  July 6, 1977
Corr 1Issioncr

DepL. 0f Revenue muno
IfliPHONF NO
Avrum M. Gross Municipal revenue
Attorney General N sharing, fish pro-
i ) * cessing taxes; our
Rodger W. Pogues/®, [/ ; file J-66-607-77

Assistant Atto* iay General

This responds to your request for our opinion on
the proper interpretation and application of AS A3.75.130
and 135, which provide for sharing of certain revenues with
organized boroughs and first class cities.

AS A3.75.130 was enacted in 1962 and, since amended,
reads as follows:

The commissioner of revenue shall pay
to each organized borough and each city
of the first class 10 per cent of the
amount of tax revenue collected in the
borough or city from taxes levied by

& 10 -- 90 of this chapter.

AS A3.75.135 was enacted in 1963 and, since amended, reads
as follows:

In addition to the payment allowed in
8130 of this chapter, the commissioner
of revenue -hall pay to each organized
borough 10 per cent of the amount of
tax revenue collected in the borough
from taxes levied by 55 10 -- 90 of this
chapter and shall pay to each city of
of the first class located in the
unorganized borough 10 per cent: of the
amount of the fax revenue collected 1in
the city from taxes levied i»y 55 10

90 of this chapter.

Under a liberal reading of those two sections, as
minted out by the Legislative Audit Division, an organized
eorough, whether or not there 1in a first class city within it,
would receive 20 percent of the revenue collected from
sources within 1it. Ilowaver, a literal rending does not
arrive at the **esulc the legislature appears to have intended.
To better understand how these two statutes came to rend as
they do, one should read the latter at i» was enacted in 1963
before being amended to include cities:



Memorandum
July s,
Page 2

Additional Refund to Doroughs. 1n
addition to the payment allowed 1in sec.
130 of this chapter, the commissioner

of revenue shall pay to each organized
borough 10 p**r cent of the amount of

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

51, ch. 89, SLA 1963.

What happened was that- the 1962 statute gave
cities 10 percent of the taxes collected within them 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 its limits and no

»ould the borough, for a Lotal Ilocal share of 20 percent. */
IfT the tax were collected solely within a city, 1i.e., one

net in a borough, it would get 10 percent. If tho tax were
collected from outside the city limits in an organized
borough, then the borough would get the 10 percent and
nothin/; went to tho city. In other words, the local people
got 10 or 20 percent of the Lax revenue based cuti 8ly on
the locus of the tax source and the existence of both a city
and an organized borough.

Tins result was patently unintended and unfair.
The tax was to be shared with those municipal entitles which
levied a local tax to support schools and was designed to
reduce their tax burden. Where there is a city and an
organized borough, the residents in both, pay the name local
taxes for schools.

Hie 196T 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 local share
would be 20 percent. Finally, 1in 1969, the statute was
again amended to provide the same for cities. In that way,
the total 1local snare t;as uniformly set at 20 percent.

~7 01 course, the original statute could have been interpreted
Uo have n different resclt, 1l.e., it co-id 1*ive been viewed

as not giving an organized borough any share of the tax
collected from within first class cities within the Trough.

Thin would have resulted In e total local share of lu percent.
Arguably, the legislature nay orglnaily have Intended this
result. Ilowtver, tho agency interpreted the statute other
wise and the subsequent acts of the legislature tend to %
ratify the agency®s v«.ew.
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Which-w

all likelihood— was what was eventually intended
by the |

n @
egislature.

~Qur analysis is buttressed by a contcmpory agency
construction. Under the legislation as onlﬂ!nal y enacted,
when taxes were collected from a source within a city in an
organi.zed borough, the Department of Revenue gave both 10
per cent. If they were collected from a source outside the
city, the borough got 10 percent and the city, nothing.

_ After the 1963 enactment, in the first situation
?lven above, both continued to get 10 percent, for a total
ocal share of 20 percent. But.in.the second situation
given above, the borough now got 20 Percent, i.e., an addi-
tional 10 percent, brlnqln% the total local share in that

situation up to an equal 20 percent

~ After Ihe 1969 amendment (1o give cities as well
as organised boroughs an additional 10 percent), the depart-
ment continued to split 20 percent hetween the city and the
borough whe. tho tax source was a cltK within a borough
(i.e., 10 percent to each), to glve the borough 20 percent
when the source was within tin* borough but out;.ide of any
city, and then to give a city which was not in an organized

borough 20 percent nr. well. = Ve perceive this latter amend-
ment as tantamount to the ratification of tho agencg's
interpretation. In effect, tho legislature said, "Do the

same for cities outside of boroughs.”

While the precise language and history of the
statute arc obscure, we believe that the department's prac-
tical, Iongstandlng_and consistent interpretation of the
AkOtutc 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 It has been doing.

KWP:chp



