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The House has just passed HB 44, establishing additional marine park 
units. Since the bill will not be acted on by the Senate until next 

year, I would suggest that this opportunity be utilized to add the 

additional Marine Park units that were excluded pending the court 
decision.

In any case, I v/ould like to be kept fully informed of your progress in 

determining the future use of these selections. In closing, let me

cc: Senator S t u r g e w l e w s k i , Chair

Senate Resources Committee

Rep. M.M. Miller

/gb
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A federal judge has cleared 
the way for the sta te  to select 
more chan 50,000 additional acres 
from the national forest system.*.

Under the Statehood Act, 
Alaska is entitled to 400,000 acres 
of national forest land for the 
purposes of community expan­
sion, development and recrea­
tion. t*

The state  already has selected 
more than 300,000 acres, ,and 
most of it has been approved by 
the U.S. Forest Service and the 
Department of Agriculture.

But in the late 1970s, the gov­
ernm ent balked a t selections in 
Prince William Sound and South- 
east Alaska. • j;

“ It was the position of the go- 
vem m ent that community recre- >, 
ation sites had to be within a one- f  
hour boat ride (25 miles) of ex ist-, 
ing communities,” said Regional 
Forester Mike Barton.

“ The case boils down to . 
whether or not the Forest Ser­
vice has the authority to decide 
what lands a re  appropriate for 
sta te  selection,” said Tom Haw­
kins, director of the Alaska Divi­
sion of Lands.

The state filed suit, and Tues­
day U.S. District Judge Jam es 
von der Heydt removed almost 
all restrictions on state selection 
of lands managed by the forest 
service, Hawkins said.

"The forest service argued 
that to support the s ta te ’s posi­
tion would give the state  carte 
blanche to select land in the na­
tional forest system ,” Hawkins 
said. “The court found that this 
was precisely what the Congress 
had intended.

“ Other than the limit of
400,000 acres, no other balancing 
factor was intended,” Hawkins 
said.
} Barton said the USFS still is 
awaiting a copy of von der 

.Heydt’s ruling. The agency can 
appeal, he said.
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RE: MARINE PARKS
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Looking into Crab Cove.

Cabins and other structures already 
dominate the cove. State land 
is to the right of existing 
settlement.

CRAB COVE

Standing in the proposed 

marine park looking toward 

the head of the bay.

Standina in the proposed marine 

p a r k . The c r eek, which is very 

close to existing development 
would be the only running water 

in the 65 acre marine park.

PhotoaraDhs taken 1-12-85



Old ship skeleton, with salmon 

stream in background. Mussels 

and clams on beach.
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Original sponsors: M.M.Miller, Goll
and Duncan

IN THE HOUSE BY THE RESOURCES COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 44 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to marine park units of the state

park system; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: I

* Section 1. AS 41.21.302(h) is amended to read:

(h) Nothing in AS 41.21.300 - 41.21.306 precludes the use of or

access to [PRIVATELY OWNED] land proximately located to a marine park '

unit of the Alaska state park system or to mineral claims and leases.
• '. ■ i c '

The commissioner of natural resources shall permit adequate and feasi­

ble access across state land within a marine park unit of the Alaska 

state park system to and from private and public land within or out­

side a unit. In the granting of such access the commissioner of 

natural resources may adopt reasonable regulations to protect tbe 

natural and other values of the marine park unit lands and water.

* Sec. 2. AS 41.21.304 is amended by adding new paragraphs to read:

(13) Taku Harbor 

U.S. Mineral Survey No. 2192

Township 44 South, Range 70 East, Copper River Meridian 

Section 5: W1/2SW1/4, W1/2E1/2SW1/4

Section 6: E1/2SE1/4

Section 7: NE1/4, NE1/4SE1/4, S1/2SE1/4

Section 8: Wl/2, excluding ILMT 33289 (ATS682)

Section 17: W1/2W1/2

Section 18: El/2, excluding tideland permit 100597

(14) Funter Bay



Township 42 South, Range 64 East, Copper River Meridian 

Sections 1 and 12: The following described tracts,

excluding U.S. Surveys Nos. 2448 and 3149:

(A) Beginning at Corner No. 4, Lone Star Lode claim, 

U.S. Mineral Survey No. (M.S.) 1492 proceed N. 70 degrees 00 feet 

E. along the north boundary of said claim a distance of 359.15 

feet more or less to Corner No. 3, Otter Lode claim, M.S. 1492j 

thence N. 5 degrees 50 feet E. a distance of 666.60 feet more or 

less along the west boundary of the Otter Lode claim to Corner 

No. 4 of said claim; thence N. 70 degrees 00 feet E. a distance 

of 1,500.00 feet more or less along the north boundary of the

Otter Lode claim, M.S. 1492 to C o m e r  No. 1 of said claim, said
• ■* *■ ‘

C o m e r  being common to C o m e r  No. 2, Mill Site claim, M.S. 2191; 

thence N. 5 degrees 27 feet W. to an intersect with the southwest 

boundary of ISH NIC claim, M.S. 2191; thence N. 44 degrees 00

feet W. along said boundary to Corner No. 4 o f  ISH NIC claim;

thence N. 46 degrees 00 feet E. along the northwest boundary of 

ISH NIC claim a distance of 321.62 feet more or less to Corner 

No. 3 of Beach No. 4 claim, M.S. 2191, common wi th C o m e r  No. 2

of Beach No. 1 claim, M.S. 2191; thence N. 44 degrees 00 feet W.

along the southwest boundary of Beach No. 4 claim a distance of 

600. 00 feet more or less to C o m e r  No. 4 of Beach No. 4 claim; 

thence N. 46 degrees 00 feet E. along the northwest boundary of 

Beach To. 4 claim a distance of 1,099.47 feet more or less to > •
i

C o m e r  No. 1 of Beach No. 4 claim, common with Corner No. 1 of 

Beach No. 5 claim, M.S. 2191; thence N. 44 degrees 00 feet W. 

along the southwest boundaries of Beach N o’s. 6 and 7 claimB, 

M.S. 2191 a distance of 1,200.00 feet more or less to Corner No.

1 of Beach No. 7 claim; thence N. 46 degrees 00 feet E. along the

CSHB 4 4 (Res) 2



northwest boundary of Beach No. 7 claim a distance of 135.10 feet 

more or less to Corner No. 4 U.S. Survey No. (U.S.S.) 3149; 

thence continue N. 46 degrees 00 feet E. along the northwest 

boundaries of Beach N o’s. 7 and 8 cl lims, M.S. 2191 a distance of 

2,864.90 feet more or less to Corner No. 2, Beach No. 8 claim; 

thence due west a distance of 3,300 feet more or less to an 

intersection of a line projected due north from Meander Corner 

(M.C.) No. 3, U.S.S. 2448; thence due south a distance of 1,214 

feet more or less to M.C. No. 3, U.S.S. 2448; thence meander 

along the mean high water line of the northeast shore of Funter 

Bay in a southwesterly, easterly, southeasterly, southwesterly 

direction a distance of 1.11 miles more or less to a point lying 

S. 70 degrees 00 feet W. from Corner No. 4, Lone Star Lode claim, 

M.S. 1492 on the mean high water line of the easterly shore of 

Funter Bay; thence N. 70 degrees 00 feet E. to C o m e r  No. 4, Lone 

Star Lode claim; the point of beginning.

(B) That portion of Mill Site, Mineral Survey (M.S.) 

No. 2191, described as follows: beginning at Corner No. 1, Mill

Site, on line 2-3, Beach No. 1, M.S. 2191, thence S. 5 degrees 27 

feet E., 57.26 feet, to the intersection of line 1-4, ISH NIC, 

M.S. 2191; thence S. 46 degrees 00 feet W . , 2.64.36 feet, along a 

portion of line 1-4, of ISH NIC, to C o m e r  No. 4, ISH NIC, M.S. 

2191; thence S. 44 degrees 00 feet E., 331.75 feet, along a 

portion of line 4-3 of ISH NIC, to the intersection of line 1-2, 

Mill Site; thence S. 5 degrees 27 feet E., 137.55 feet, along a 

portion of line 1-2 of Mill Site, to Corner No. 2, Mill Site, 

identical to Corner No. 1 of Otter, M.S. 1492t thence S. 70 

degrees 00 feet W . , 1,500.00 feet, on line 2-3, Mill Site, iden­

tical to line 1-4 of Otter, M.S. 1492, to Corner No. 3, Mill

-3- SCS CSHB 4 4 (Res) •
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1 Site, M„S. 2191, identical to Corner No. 4 of Otter, M.S. 1492;

2 thence N. 5 degrees 27 feet W . , 497.70 feet, on line 3-4, along

3 the mean-high tide line of Funter Bay, to C o m e r  No. 4, Mill

4 Site; thence N. 30 degrees 07 feet E . , 183.08 feet, on line 4-5,

5 along the mean-high tide line of Funter Bay, to C o m e r  No. 5,

6 Mill Site, identical to Corner No. 3, Beach No. 1, M.S. 2191;

7 thence N. 70 degrees 00 feet E., 1,390.00 feet, on line 5-1, Mill

8 Site, identical to a portion of line 3-2, Beach No. 1, to Corner

9 No. 1, the point of beginning.

(C) That portion of Beach No. 1, Mineral Survey (M.S.)

No. 2191, described as follows: beginning at C o m e r  No. 2, Beach

No. 1, identical with C o m e r  No. 3, Beach No. 4, M.S. 2191, on 

line 4-1 of ISH NIC, M.S. 2191, thence S. 70 degrees 00 feet W.,

1,500.00 feet on line 2-3, Beach No. 1, identical to a portion of 

line 1-5, Mill Site, M.S. 2191, to Corner No. 3, Beach No. 1,

identical to C o m e r  No. 5, Mill Site; thence N. 12 degrees 43

feet E . , 460.00 feet, along the mean-high tide line of Funter Bay 

to C o m e r  No. 4, Beach No. 1; thence N. 47 degrees 23 feet E . p 

157.50 feet, along the mean-high tide line of Funter Bay, to

C o m e r  No. 5, Beach No. 1; thence N. 14 degrees 02 feet E«, 

183.33 feet, along the mean-high tide line of Funter Bay, to

C o m e r  No. 6, Beach No. 1, identical to Corner No. 4, Beach No. 

2, M.S. 2191; thence N. 70 degrees 00 feet E., 874.74 feet, on

line 6-1, Beach No. 1, identical to a portion of line 4-3 of

Beach No. 2, to the intersection of line 4-1, Beach No. 4, M.S.

2191; thence S. 46 degrees 00 feet W . , 126.34 feet, along a

portion of line 4-1 of Beach No. 4, to Corner No. 4, Beach No. 4;

• thence S. 44 degrees 00 feet E., 600.00 feet, on line 4-3, Beach 

No. 4, to Corner No. 3, Beach No. 4, identical to C o m e r  No. 2, 
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Beach No. 1, Che point of beginning.

(D) That portion of Beach No. 2, Mineral Survey (M.S.) 

No. 2191, described as follows: beginning at the true point for

C o m e r  No. 1, Beach No. 2, thence N. 70 degrees 00 feet E., 

1,197.45 feet, along a portion of line 1-2 of Beach No. 2, to the

intersection of line 1-4 of Beach No. 6, M.S. 2191j thence S. 44

degrees 00 feet E . , 223.40 feet, along a portion of line 1-4 of

Beach No. 6, to C o m e r  No. 4, Beach No. 6, identical with C o m e r

No. 1, Beach No. 5, M.S. 2191» thence S. 46 degrees 00 feet W., 

973.13 feet, along a portion of line 1-4 of Beach No. 4, to the

intersection of line 3-4 of Beach No. 2$ thence S. 70 degrees 00

feet W . , 874.74 feet, along a portion of line 3-4 of Beach No. 2,

to C o m e r  No. 4, Beach No. 2, identical with Corner No. 6, Beach

No. 1> thence N. 14 degrees 03 feet E., 478.00 feet, along the 

mean-high tide line of Funter Bay, to Corner No. 5, Beach No. 2; 

thence N. 25 degrees 33 feet E., 291.00 feet, along the mean-high 

tide line of Funter Bay, to C o m e r  No. 1, Beach No. 2, the point 

of beginning.

(E) That portion of Beach No. 3, Mineral Survey (M.S.) 

No. 2191, described as follows: beginning at C o m e r  No. 1, Beach

No. 3, thence N. 70 degrees 00 feet E., 637.07 feet, along a 

portion of line. 1-2, to the intersection of line 1-4, Beach No. 

7, M.S. 2191j thence S. 44 degrees 00 feet E., 279.27 feet, along 

a portion of line 1-4 of Beach No. 7, to C o m e r  No. 4, Beach No, ■ 

7, identical to Corner No. 1, Beach No. 6, M.S. 2191, thence 

continue S. 44 degrees 00 feet E., 376.60 feet, along a portion 

of line 1-4 of Beach No. 6, to the intersection of line 3-4, 

Beach No. 3j thence S. 70 degrees 00 feet W. , 1,139.45 feet,

along a portion of line 3-4 of Beach No. 3, to Corner No. 4,

-5- SCS CSHB 44(Res)



Beach No. 3j thence N, 1 degree 30 feet E., 644.00 feet, along 

th~ mean-high tide line of Funter Bay, on line 4-1, to Corner No. 

1, Beach No. 3, to point of beginning. Containing 12.22 acres.

Section 4: S1/2NE1/4, E1/2SF.1/4

Section 10: N1/2N1/2, S1/2NE1/4

Section 11: NW1/4, NW1/4NE1/4, including all tide and

submerged land

(15) Pt. Higgins Beach

Township 74 South, Range 89 East, Copper River Meridian 

U.S. Survey 3762 and adjacent tideland

(16) Joe Mace Island

Township 64 South, Range 75 East, Copper River Meridian 

Lot 4, U.S. Survey 3854 and adjacent tideland

(17) Thoms Place

Township 65 South, Range 86 East, Copper River Meridian 

Section 32: Sl/2

Township 66 South, Range 86 East, Copper River Meridian 

Section 4: SW1/4, S1/2NW1/4, NW1/4NW1/4, S1/2SE1/4,

Section 8: NE1/4

Section 9: N1/2, SE1/4

(18) Beecher Pass

Township 61 South, Range 79 East, Copper River Meridian 

Section 1: NE1/4SW1/4, Lots 5 - 8

Section 10: Lots 1 - 2 ,  including all adjacent

Section 2: W1/2
%

Section 3: S1/2SW1/4, NW1/4SV1/4

NW1/4SE1/4

Section 5: All except for land within ASLS

81-234

SCS CSHB 4 4 (Res) 6-



tideland

Section 11: Lots 1 - 1 1 ,  including all adjacent

tideland

Section 12: Lots 3 - 11, including all adjacent

tideland

Section 1A : Lot 2, including all adjacent tideland

Section 15: Lot 2, including all adjacent tideland

Township 61 South, Range 80 East, Copper River Meridian 

Section 6: Lot 11, including all adjacent tideland

Section 7, Lots 1 - 2 ,  including all adjacent tideland

(19) Dali Bay

Township 77 South, Range 91 East, Copper River Meridian 

Section 29: W1/2SW1/4, SW1/4NW1/4 

Section 30: SE1/4, 21/2SW1/4

Section 31: KE1/4, N1/2SE1/4, NE1/4SW1/4, E1/2NV71/4

subject to USS 3525 and A.T.S. 155 

Section 32: NW1/4, N1/2SW1/4

(20) Security Bay

Township 58 South, Range 70 East., Copper River Meridian 

Section 1: SW1/4SW1/4 

Section 2: Sl/2

Section 11: Nl/2, SKI/4, E1/2SW1/4

Section 12: W1/2W1/2, E1/2SW1/4 subject to Forest

Service Preference 103521

Section 13: All subject to Historic Place Application

AA-6569, Parcel A 

Section 14: NE1/4

(21) Petersburg Creek • -

Township ^8 South, Range 79 East, Copper River Meridian

-7- SCS CSHB 4 4 (Res)
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Section 18: Sl/2 subject to valid existing rights to

lot 5

Nl/2, SE1/4 

All

Nl/2, SW1/4, W1/2SVH/4 excluding Block 3 

Nl/2, N1/2S1/2 excluding Lots 5 - 8  and

Section 19 

Section 20 

Section 29 

Section 32

U.S. Survey 2867

* Sec. 3. AS 41 ,,21.306(d) is amended to read:

(d) Reasonable access shall be permitted to and across a marine 

park unit of the Alaska state park system for lawful hunting, fishing, 

trapping^ [AND] recreational, and other lawful purposes.

* Sec. 4. This Act takes effect August 1, 1985.
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D e a r  > s t h e r :

I w o u l d  l i k e  to e x p r e s s  m y  t h a n k s  to y o u  f o r  y o u r  

d e c i s i o n  to s u p p o r t  H B  44 i n  i t s  c u r r e n t  f o r m ,  e s p e c i a l l y  

i n  r e g a r d  to t h e  F u n t e r  B a y  M a r i n e  H a r k  as w r i t t e n  i n  C S H B  

4 4 ( J u d ) ,  as p a s s e d  by t he H o u s e ,  a n d  SC S  C S H B  4 4 ( R es ),  

c u r r e n t l y  i n  t h e  S e n a t e  F i n a n c e  C o m m i t t e e .

I w o u l d  l i k e  to e x p r e s s  m y  s t r o n g  h o p e  a n d  c o n c e r n  

t h a t  D N R  c o n t i n u e  to s u p p o r t  t h e  F u n t e r  B a y  p r o p o s a l  as

w r i t t e n .  A l t h o u g h  I w o u l d  l i k e  to h a v e  s e e n  t h e  b i l l  p a s s

t h i s  y e a r ,  I a m  p l e a s e d  w i t h  t h e  p r o g r e s s  t h e  b i l l  h a s  

m a d e  to d a t e ,  a n d  a m  c o n f i d e n t  t h a t  it w i l l  p a s s  in t h i s
f o r m  a f t e r  w e  r e c o n v e n e  n e x t  J a n u a r y .

Pouch V  
State Capitol 

Juneau, Alaska 99811 

(907) 465-4990

of ySbeptexmbdibes
H o u s e  Judiciary Commi t t e e

E s t h e r  W u n n i c k e  M a y  19, 1 9 8 5
C o m m i s s i c  jer

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  

P o u c h  M

J u n e a u ,  Ak. 9 9 8 1 1

In l i g h t  of t h e  i n t e n t  a n d  s t a t u s  of HB 44, I w o u l d  

l i k e  to s t r e s s  v e r y  s t r o n g l y  t h e  n e e d  f o r  t h e  D e p a r t m e n t  

of N a t u r a l  R e s o u r c e s  to d e l a y  f u r t h e r  c o n s i d e r a t i o n  of 

l a n d  d i s p o s a l  at F u n t e r  B a y  u n t i l  t h e  i s s u e  i s  r e s o l v e d .

Y o u r  p e r s o n a l  a t t e n t i o n  to t h i s  is v e r y  m u c h  a p p r e c i a t e d ,  

as w i l l  b e  y o u r  r e s p o n s e .  If y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  

the b i l l  i n  g e n e r a l  or t h e  F u n t e r  B a y  p r o p o s a l  s p e c i f i c a l l y ,  

p l e a s e  c o n t a c t  m e  at y o u r  e a r l i e s t  c o n v e n i e n c e .

S i n c e r e l y ,
\

Rep. M. M i k e  M i l l e r  

J u n e a u / D i s t r i c t  4

cc: Go v .  B i l l  S h e f f i e l d  

Re p .  J i m  D u n c a n  

R e p .  P e t e r  G o l l  

Sen. A r l i s s  S t u r g u l e w s k i  

Sen. D i c k  E l i a s o n  

Sen. V i c  F i s c h e r
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POUCH V 
JUNEAU. ALASKA. 99811 

(907) 465-4907

m

Esther Wunnicke, Commissioner 

Department of Natural Resources 
Pouch M, Mail Stop 1000 
Juneau, AK 99811

Dear Commissioner Wunnicke:
-

- ■ 1, • ■ V ■ Vm*'* i ’i
Now that the legislative session has ended and I begin to sort out the 
remaining issues, I see that HB 44 relating to marine parks is still in the 
Senate Finance Committee.

This bill has very wide-spread support in Southeastern Alaska and I think 
it will be a topic of discussion again next session. One issue of concern 
voiced by a number of people was the DNR proposed land disposal;in Funter 
Bay. I would like to encourage you to delay that land sale, particularly 
any of the land that may be included in a marine parks designation. There 
is a good possibility that HB 44 may pass next year and then the 
availability of land in the area for disposal will be clearer. :

Esther, thank you for your support during the session, 
working with you.

Sincerely yours,

Senator Arliss Sturgulewski 
Chairman, Senate Resources Committee

It- is a pleasure

;V::v
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S e n a t e
Committee on &e£ource3

POUCH V 
JUNEAU, ALASKA. 99811 

(907) 465-4907

M E M O R A N D U M February 26, 1985

TO: All Members
Senate Resources Committee

: Resc

RE: SB 11 "An Act relating to the fisheries business tax,"

FROM: Staff
Senate Resources Committee

SB 11 would establish a fisheries business tax credit for shore based fish 

processing facilities.

A tax credit of 50% of the tax liability under AS 43.75.015 for capital 
expenditures made during the year may be granted by the Department of 
Revenue. The tax credit would be available for a five year period from 
1985 to 1989. A tax credit may be carried forward but may not be carried 

back.

The Department of Revenue must submit a report to each regular session of 

the legislature detailing the effects of the program.

The House has had similar legislation, HB 58, under consideration. HB 58 
was amended and passed the House Special Committee on Fisheries and the 

House Resources Committee. It is now in House Finance. SB 11 is identical 

to HB 58 before amendments.

Municipalities which share in the fisheries business tax would not be 
affected by this tax credit and would continue to receive their 50% share 

of the tax.

The fiscal note shows $5,000 for administration and $7,000,000 as a 
potential reduction in state revenues.

Included in the packet are resolutions of support from the City of Kodiak, 
the Kodiak Island Borough, and the International Longshoremen's Union; an 
article on the problems facing fish processors; and several reports by the 
House Research Agency on tax credits.

fh:bh



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date

REQUEST

Bill/Resolution No: SB 11

Title: Relating to the Fisheries

Business Tax “ '

Sponsor: Z h a r o f f’

FISCAL DETAIL

Agency Affected: REVENUE

Program Category Affected:

Requestor: Senate R e s o u r c e s C o m m i t t e e

Date of Request: January 17, 1985

BRU, Program of Subprogram(s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)

-| T Y " 8 5 " " T f Y  86' T 7 Y “87 T T Y - 88 f'FT 89 ( FY 90

OPER A T I N G

I 100 PERSONAL SERVICES 

I 200 TRAVEL 

I 300 CONTRACTUAL 

I 400 SUPPLIES 

I 500 E Q UIPMENT 

I 600 LANDS & STRUCTURES 

I 700 GRANTS, CLAIMS 

I 800 M I S C E LLANEOUS

I roTAU'TJPERATIIIB----

T T

CAPITAL

REVENUE" T 7 U M T 0 T T T 7 M O T T

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 

OTHER 

TOTAL

POSITIONS:

]' " FG l l -TI mT  

I PART-TIME 

I TEMPORARY

A N A L Y S I S : A t t a c h  a separate page for analysis.

Prepared By: Robert W. E l l iott

Division: Research Sqcl

Approved by Commissioner: 

Agency: j C t o - l o c u ^

Ellffitt Phone:

Date:

465-2173T7237S5T
Date:  /I  w i n

Distribution (by Agency preparing 

L egislative Finance 

L egislative Sponsor 

R equestor

O ffice of M a n a g e m e n t  and Budget 

Impacted Agency(ies)

n s c a l  note):



FISCAL NOTE, SB 11 
Attachment

Analysis for SB 11:

The above estimates are derived from the Revenue Sources January, 1985, 

p rojections for fisheries business taxes, and provide for tax credits 

effective 1n FY 86. The estimates reflect the m a x i m u m  revenue loss the 

State wo u l d  experience 1f all shore-based fisheries business tax returns 

applied for a 50 percent tax credit, and we r e  subsequently approved by 

the department. It should be noted that although the f 1 sh processors 

would be the primary beneficiaries of the tax credit, there exists the 

p o s s i bility 1n certain cases where, 1f the processors are given a 50 

percent c redit and the remaining 50 percent 1s refunded to local 

governments per AS 43.75.130, the State could e v e n tually not receive any 

revenues f r o m  those fisheries business taxes.

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

projections are unknown.



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date 1-18-85

SB 11
REQUEST
Bill/Resolution No:._____________________
Title: Fisheries Business Tax Credit

Sponsor: Zharoff__________________________
Requestor: Senate Resources Committee 

Date of Request: January 17. 1985_____

FISCAL DETAIL
Agency Affected: Department of Revenue 

Program Category Affected: Collection and
Management____________________________________

BRU, Program of Subprogram(s) Affected:
Audit Division_______________________________
Audit Division

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 FY 85 I FY 86 I FY 87 I FY 88 i FY 89 1 FY 90

OPERATING 1
| 100 PERSONAL SERVICES | -0- | -0- | -0- | -0-
| 200 TRAVEL I -0- | 2.0 | -0- | -0-

| 300 CONTRACTUAL | -0- | 3.0 | -0- J -0-j 400 SUPPLIES I -0- I -0- I -0- i -0-
| 500 EQUIPMENT I -0- | -0- | -0- | -0-

600 LANDS & STRUCTURES | -0- | -0- j -0- | -0-

j 700 GRANTS, CLAIMS j -0- | -0- | -0- j -0-I 800 MISCELLANEOUS________  I -0- | -0- j -0- j -0-
_______ j -0- | 5.0 j -0- | -0-I. TOTAL OPERATING

-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-

| -0- 
I -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
I -0-

1 CAPITAL 1 -0- | -0- | -0- | -0- | -0- | -0-

1 REVENUE 1 -0- | -0- | -0- | -0- | -0- | -0-

FUNDING: (Thousands of Dollars)
| GENERAL FUND i -0- | 5.0 | -0- | -0- 1 -C- | -0-

1 FEDERAL FUNDS 1 -0- | -0- | -0- | -0- i -0- | -0-

| OTHER I -0- | -0- | -0- | -0- | -0- | -0-

1 TOTAL 1 -0- | 5.0 | -0- | -0- | -0- | -0-

POSITIONS:
| FULL-TIME ! -0- | -0- | -0- | -0- | -0- | -0-

| PART-TIME ! -0- | -0- | -0- | -0- | -0- | -0-

1 TEMPORARY 1 -0- | -0- | -0- | -0- | -0- | -0-

Phone: 465-2320________
D a t e : January 18, 1985

Date: 1 ( Is H f  ___

Distribution (by Agency preparing-fiscal note) 
Legislative Finance 

Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

ANALYSIS: Please see attached.

Prepared By:
Division: Audit

Approved by Commissioner: 
Agency:



T r a v e l  $ 2 . 0  -  P a s s a g e  o f  SB 11 w i l l  r e q u i r e  t h e  A u d i t  D i v i s i o n  t o  
d r a f t  r e g u l a t i o n s  a n d  c o n d u c t  p u b l i c  h e a r i n g s  t h r o u g h o u t  t h e  s t a t e .  Our  
f a r e  a n d  p e r  d i e m  c o s t s  a r e  e s t i m a t e d  a t  $ 2 , 0 0 0  f o r  t r a v e l  t o  K e t c h i k a n ,  
A n c h o r a g e  a n d  K o d i a k  b y  o n e  A u d i t  D i v i s i o n  e m p l o y e e .

C o n t r a c t u a l  S e r v i c e s  $ 3 . 0  -  C o n d u c t i n g  p u b l i c  h e a r i n g  r e q u i r e s  t h e  
p r e s e n c e  o f . a  c o u r t  r e p o r t e r ,  a n d  a d v e r t i s i n g  i n  s t a t e w i d e  n e w s p a p e r s .
I n  a d d i t i o n ,  t h e  b i l l  w i l l  make i t  n e c e s s a r y  f o r  t h e  D e p a r t m e n t  t o  r e v i s e  
i t s  t a x  f o r m s  t o  r e q u e s t  a d d i t i o n a l  i n f o r m a t i o n  f r o m  p r o c e s s o r s ,  a n d  
p r e p a r e  a n n u a l  r e p o r t s  t o  t h e  l e g i s l a t u r e .  P r o g r a m m i n g  a n d  f o r m s  d e s i g n  
c o s t s  a r e  i n c l u d e d  i n  t h i s  r e q u e s t .

A n a l y s i s  f o r  S B  11



FOuch V 
Juneau . A la sk a  99811

House of Representatives ph0ne:
(907) 4 6 5 -4 924

S pec ia l C o m m it te e  on F ish e r ies

J a n u a r y  26, 1985

S E C T I O N A L  A N A L Y S I S  OF  HB 58 
A n  A c t  r e l a t i n g  to the f i s h e r i e s  b u s i n e s s  tax"

S e c t i o n  O n e : A m e n d s  e x i s t i n g  f i s h e r i e s  b u s i n e s s  t a x
s t a t u t e s  to r e p l a c e  the w o r d  " c a n n e r y "  w i t h  " f i s h e r i e s  
b u s i n e s s ."

S e c t i o n  T w o : E s t a b l i s h e s  a p r o g r a m  a l l o w i n g  a s e a f o o d
p r o c e s s i n g  c o m p a n y  to c l a i m  a c r e d i t  or up  to h a l f  o f  its 
f i s h e r i e s  b u s i n e s s  t a x  l i a b i l i t y .  T h e  50 p e r c e n t  c a p  w i l l  
e n s u r e  t h a t  r e v e n u e  s h a r i n g  to l o c a l  c o m m u n i t i e s  w i l l  not be 
a f f e c t e d  b y  the t a x  c r e d i t s .  To q u a l i f y  for a tax c r e dit, a 
s e a f o o d  p r o c e s s o r  m u s t  i n v e s t  in c a p i t a l  e x p e n d i t u r e s  
r e l a t e d  to a s h o r e - b a s e d  f a c i l i t y  in A l a s k a .  The c r e d i t s  
a re l i m i t e d  to five c o n s e c u t i v e  y e a r s ,  a n d  m u s t  be i n i t i a t e d  
w i t h i n  the 1 9 8 5 - 1 9 8 9  tax yea r s .  T hus, the t a x  c r e d i t  
p r o g r a m  w i l l  s u n s e t  b y  1394. C r e d i t s  for c a p i t a l  
i n v e s t m e n t s  e x c e e d i n g  the 50 p e r c e n t  c a p  in a s i n g l e  tax 
y e a r  m a y  be c a r r i e d  f o r w a r d  to a s u b s e q u e n t  t a x  y e a r  w i t h i n  
the f i v e - y e a r  limit. B u y e r ' s  o f  s e a f o o d  f a c i l i t i e s  for 
w h i c h  a t a x  c r e d i t  h a d  b e e n  c l a i m e d  w i l l  n o t  q u a l i f y  for 
c r e d i t s  o n  t h o s e  p a r t i c u l a r  c a p i t a l  i m p r o v e m e n t s .  The 
D e p a r t m e n t  o f  R e v e n u e  is g i v e n  a u t h o r i t y  to a d o p t  
r e g u l a t i o n s  for a d m i n i s t e r i n g  the p r o g r a m  a n d  is d i r e c t e d  to 
a c t  on a p p l i c a t i o n s  w i t h i n  ^0 d a y s  o f  re c e i p t .

T h i s  s e c t i o n  a l s o  p r o v i d e s  for an a n n u a l  r e p o r t  to the 
l e g i s l a t u r e  on  the b e n e f i t s  and u t i l i z a t i o n  o f  the tax 
c r e d i t  p r o g r a m .

S e c t i o n  T h r e e : P r o v i d e s  t h a t  the t a x  c r e d i t s  w i l l  not
a f f e c t  r e v e n u e  s h a r i n g  w i t h  l o c a l  c o m m u n i t i e s .

S e c t i o n  F o u r : D e f i n e s  " c a p i t a l  e x p e n d i t u r e s . "

S e c t i o n  F i v e : R e p e a l s  the tax c r e d i t  p r o g r a m  J u n e  30, 1994.

O ffic ia l B u s in e s s

A l a s k a  S t a t e  L e g i s l a t u r e



CITY OF KODIAK
RESOLUTION NUMBER 09-84

A RESOLUTION OF THE COUNCIL OF THE CITY OF KODLAK SUPPORTING USE OF THE 
STATE PORTION OF THE RAW FISH TAX TO PROVIDE TAX CREDITS TO SHORE-EASED FISH 
PROCESSORS

WHEREAS, investment capital for onshore processing facilities is recog­

nized as a top priority in Kodiak's fishing community; and

WHEREAS, because the Kodiak King Crab season did not open in 1983, and 

may not open in the near future, diversification is needed; and

WHEREAS, the potential growth of Kodiak1 s bottcmfish industry makes it 

especially important that this segment of the processing industry be promoted,

NOW, THEREFORE, EE IT RESOLVED by the Council of the City of Kodiak, 

Alaska, that the Governor and the Legislature be and are hereby urged to pro­

vide raw fish tax credits against the State's fifty percent for upgrading 

and modernization of shore-based fish processing facilities.

BE IT FURTHER RESOLVED that copies of this resolution be forwarded to:

The Honorable Bill Sheffield, Governor of Alaska
The Honorable Stephen McAlpine, Lieutenant Governor of Alaska
All Alaska State Senators
All Alaska State Representatives
The Kodiak Island Borough
The Kodiak Area Chamber of Cccmerce

PASSED AND APPROVED this day of ^-e P iR u  Pv ______ , 1984.

CITY OF KODIAK

ATTEST

i  >
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KODIAK ISLAND BOROUGH 
RESOLUTION NO. 85-20-R

A RESOLUTION OF T .1  KODIAK ISLAND BOROUGH ASSEMBLY SUPPORTING USE OF 
A PORTION OF THE RAW FISH TAX TO PROVIDE SHORE BASED FISHERIES BUSINESS TAX 
CREDITS.

WHEREAS, f i s h in g  1s an important economic a c t i v i t y  in the Sta te  o f  
Alaska employing one out o f  every ten A laskans, and

WHEREAS, investment c ap i ta l  f o r  onshore processing f a c i l i t i e s  is  
recognized as a top p r i o r i t y  in  the f is h in g  community, and

WHEREAS, lo s s  o f  the King Crab f i s h in g  means d iv e r s i f i c a t i o n  is  needed 
to derive  maximum ben e f i t  from A laska 's  f i s h e r y  re sou rces , and

WHEREAS, the p o ten t ia l  growth o f  the bottom fish indust ry  makes i t  
e sp e c ia l ly  important th a t  th i s  segment o f  the processing industry  be promoted 
f o r  the economic w e lfa re  o f  the e n t i r e  s t a te ,  and

WHEREAS, tax c re d i t s  would encourage the bu ild ing and expansion o f  
onshore bottom fish f a c i l i t i e s  and c reate a more s tab le  jo b  market, and

WHEREAS, Senate B i l l  11 and House B i l l  58 a l low  tax c re d i t  o f  not more 
than f i f t y  percent o f  a shore-based cannery o r  f i s h e r y  business 's tax l i a b i l i t y  
f o r  cap ita l  expenditures incurred f o r  the development o f  the c a p a b i l i t y  o f  
processing a developing commercial f i s h  species.

NOW, THEREFORE, BE IT RESOLVED by the Kodiak Is land Borough Assembly 
th a t  the Governor and the L eg is la tu re  are urged to adopt Senate B i l l  11 and 

; House B i l l  58 to  provide tax c re d i t s  to shore-based processors to develop o r 
expand t h e i r  f a c i l i t i e s  f o r  bottom fish processing.

BE IT FURTHER RESOLVED th a t  copies o f  th i s  re s o lu t ion  be forwarded t o :•
The Honorable B i l l  S h e f f i e l d ,  Governor o f  Alaska 
The Honorable Don Bennett, P res ident o f  the Senate 
The Honorable Ben F. Grussendorf, Speaker, House o f  Representatives 
The Honorable Mike Navarre , Chairman, House Labor & Commerce Committee1 
The Honorable A lbe r t  P. Adams, Chairman, House Finance Committee - 
The Honorable Jan Fa ik s , Co-Chairman, Senate Finance Committee 
The Honorable John C. Sacke tt ,  Co-Chairman, Senate Finance Committee 
The Honorable Fred F. Z h a ro f f ,  Sta te  Senate 
The Honorable David W. Thompson, House o f  Represenatives 
The Honorable John Pugh, Mayor, C ity  o f  Kodiak 
Andrew Brumbaugh, P re s iden t , Kodiak Area Chamber o f  Commerce 
A1 Burch, Manager, Alaska Draggers Association 
Ron J o l i n ,  P re s iden t , United Fisherman's Marketing Association 
Lynn Domingo, Sec re ta ry -T rea su re r ,  Cannery Workers Union 
Chris M i t c h e l l ,  Executive D i re c to r ,  Alaska F ishe r ies  Development 

Foundation
PASSED ANO APPROVED th i s  7th day o f  February , 1985.

KODIAK ISLAND BOROUGH

Deputy Mayor
ATTEST:

Borough C le r j f
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INTERNATIONAL LOCAL 200
LONGSHOREMEN’S & WAREHOUSEMEN’S

January 23 , 1985
The Honorable P e te r  G o l l  
A laska House o f  R ep resen ta t ives  
Pouch V
Juneau, A laska 
Re: HB 58

Dear R ep re sen ta t iv e :
Fo l low ing  d is cu ss ion s  w ith Rep resen ta tive Cato and members o f  the f i s h in g  com­
munity I  have decided chat I  am in f u l l  support o f  HB 58.
In  an e a r l i e r  l e t t e r  to you I  espoused a view that A laska would be b e t te r  o f f  
with a revamped f i s h e r i e s  business cax based upon a graduated sc a le  than a tax 
c r e d i t  approach as o u t l in ed  in  H3 58 . However, I  am now o f  the op in ion  the tax 
c r e d i t  approach is  a c r i t i c a l  ing red ien t in p rov id ing  A laskan seafood p rocess ing 
companies a means through which t h e i r  f a c i l i t i e s  can be modernized. And o f  cou rse , 
m odern iza t ion  w i l l  p la y  a c ru c ia l  r o l e  in the development o f  a domestic bottcm 
f i s h  in d u s t ry .
At the same time, I  continue to b e l ie v e  a graduated f i s h e r i e s  business tax would 
p rov ide  added stimu lus to seafood p rocess ing companies to engage in the p rocess ing  
o f  u n d e ru t i l i z e d  sp ec ie s . And I  would s t ro n g ly  urge l e g i s l a t i o n  a long these l i n e s  
be implemented.
In summation, I view these two approaches —  the tax credit for investment approach 
and Che graduated tax approach —  as a meaningful combination of positive taxation 
which will yield a significant benefit to ail Alaskans.

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

J07 S O U T H  F R A N K L I N  S T R E E T .  J U N E A U .  A L A S K A  99801 • (907)  586-A642 UNION
LARRY COTTER 

President

JAY BROWNE 
Vice President

M IK E  ELLERS 

Secretary-Treasifer

PrSsid^ht

cc : The Honorable Ben Grussendorf
The Honorable Betty  Cato 
The Honorable Fred Zha ro f f



A L A S K A  S T A T E  L E G I S L A T U R E

H O U S E  O F  R E P R E S E N T A T I V E S

R E S E A R C H  A G E N C Y

Pcueh Y, Sute Capitol 

Juneau, Alaska 99811 

(907) *65-3991

February 18, 1985

ME M O R A N D U M

TO: Representatives Katie Hurley and Peter Goll

FROM: Sharman Haley

Legislative Analy

RE: Fisheries Business Investment Tax Credit

Research R e q u e s t  85-159

Nevette Bowen of Representative Hurley's staff asked a b o u t  the e f f e c­

tiveness and equity of an investment tax credit as in HB 58 and a b o u t  

alternatives. I reviewed the materials from the Department of Revenue 

which she provided and discussed them with her and Roger Painter of 

R e p r e s entative Goll's staff. A t  their request, I have prepared the 

f o llowing written summary of the points we discussed.

A tax c r e d i t  i_s an expenditure of State revenue. A tax c r edit is a 

form of subsidy a"n3 should be evaluated just as carefully as any pro­

gram of d i r e c t  expenditure. (One writer took it a step further, a r g u­

ing that any tax incentive could be reformulated as a direct e x p e n d i­

ture program and that in most cases this would be preferable policy.) 

The central problem needs to be identified, the program goals and 

o b j e ctives clarified, and the benefits quantified if possible. This 

would al l o w  policy makers to consider exactly w h a t  they are buying 

for how much money.

While I do not have answers for you, posing some questions may be help­

ful in clarifying the issues here. The present case (as explained to 

me) concerns w e akening of the shore-based fish processing industry due 

to insuff i c i e n t  investment in plants and equipment and m a r k e t  c o m peti­

tion. Why is investment low? Is this a temporary r chronic problem? 

Can shore-based plants compete in the long run with H o a t i n g  processors 

and N orwegian fish farmers? What stake does the State and the Alaska 

public have in maintaining the shore-based industry? I e x p e c t  that 

a n s wers to the las t  question include concern for emp l o y m e n t  o p p o r t u n i­

ties for Alaskans, the spin-off effects on other sectors of the economy, 

a nd a healthy tax base.

Subsidies lower economic ef f i c i e n c y . Free market economists generally 

o b j e c t  to tax incentive subsidies because they distort m a r k e t  pricing 

a n d  the allocation of resources, resulting in economic inefficiency and



Rep re sen ta t iv e s  Hur ley and Gol l
February 18,  1985
Page Two

lower aggregate output. From this point of view, it is a waste of 

resources, public or private, to make an investment when a higher 

return could be made investing elsewhere. From a regional perspective, 

however, the local gains in e m p l o y m e n t  or other values may be worth the 

loss to the society as a whole since the losses may be borne largely by 

nonresidents.

The public benefits of additional investment are u n c l e a r . An invest­

ment tax c r e d i t  increases the firm's use of capital relative to labor. 

W i t h o u t  knowing the particulars of the shore-based fish processing in­

dustry and the particular inv e s t m e n t  prospects, there is no reason to 

assume that an increase in inv e s t m e n t  would have a positive impact on 

employment. If investments were made in labor-saving equipment, for 
example, the impact could actually be negative. One article recommended 

that if em p l o y m e n t  is the policy objective, a payroll subsidy wo u l d  be 

preferable to an investment subsidy.

Given that a significant percentage of the processing industry is owned 

by foreigners and nonresidents, increased profits would n o t  Infuse much 

Income to the Alaska economy. Nor 1s there any s i g n i f i c a n t  m ul t i p l i e r  

e f f e c t  from investment in e q u i p m e n t  which m u s t  be purchased outside 

Alaska. An Increase in income a nd property value would, however, expand 

the tax base.

If there were some risk of p l a n t  closure w i t h o u t  subsidized investment, 

the b e n e f i t  from an investment subsidy m i g h t  be significant. Even if 

the risk were substantial, however, the benefits of the subsidy need 

to be evaluated. For example, if the problem is m a r k e t  competition 

from Norwegian fish farming, one infusion of capital is n o t  likely to 

solve the processors' long-term problem.

Is u n d e r i n v e s t m e n t  a_ profitability p r o blem or a_ cash-flow problem? Why Ts the private sector not investing? T h e n a t u r e  of the u n d e r i n v e s t m e n t  

p r o blem needs to be identified. If, as some have alleged, the invest­

ments arc financially sound b ut the firms nevertheless have a problem 

r aising the cash, a loan rather than a grant m i g h t  be appropriate. 

(For processors owned by large conglomerates, the cas h - f l o w  a r g u m e n t  

is not very convincing; they have access to capital markets through 

the p arent firm.) A State loan could be provided in the form of a tax 

deferral, rather than a tax credit.

An i n v e stment tax c redit will stimulate i n v e s t m e n t , b u t  by how much? 

The major studies of the e f f e c t i v e n e s s  of an i n v e s t m e n t  tax c redit 

y i e l d  w idely varying results, a nd are n ot app l i c a b l e  to the Alaska 

shore-based fish processing industry. The principal factor limiting 

the e f f e ctiveness of an inv e s t m e n t  tax c r e d i t  is that muc h  of the tax 

c r e d i t  goes to reward firms for investments they would have made anyway, 

and does not stimulate new investment. Studies of firms' locational
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decisions, for example, clearly show that m arkec factors are the major 

determinants, and that taxes are considered only marginally.

Under the current version of HB 58, firms receive full c r edit for in­

vestments of up to 50 percent of their five-year tax liability. We 

can e xpect that firms will claim their full tax c r e d i t  entitlement, 

and make no new investments beyond that amount. In their normal course 

of business, processors mu s t  make some investments in their plants and 

equi p m e n t  just to keep operating; many of these investments could 

qualify for a tax credit under H8 58. If these c u r r e n t  investments do 

not e x h a u s t  the firm's tax c redit entitlement, it is unimaginable that 

a t  100 p e r cent subsidy, the firms could not find investments qualifying 

for the remainder. Beyond the dollar a m o u n t  of their tax credit e n t i t l e­

ment, the processors would have to pay the full m a r k e t  price for facil­

ities and equipment; they would have no new incentives to invest more.

Limiting the subsidy to 25 p e r cent (or less) as some have proposed would 

give processors incentive to invest up to four times more than with 

the 100 p e r cent subsidy. An example will illustrate this. A firm with 

an annual tax liability of $50,000 will have a five-year tax liability 

of $250,000, entitling the firm to a total tax c r e d i t  of $125,000. A t  

100 percent subsidy, the firm will have incentive to invest exactly 

$125,000, no more, no less. A t  25 p e r cent subsidy, the $125,000 c redit 

e n t i t l e m e n t  will be reached if the firm invests $ 5 0 0 , 0 0 0 — four times 

as much. Since the firm Itself pays 75 p e r cent of the cost of the 

in v e s t m e n t  (ignoring the federal and State income tax credits) 1t will 

consider more carefully the investments it chooses to make. Only 

those investments likely to yi e l d  a return in excess of the firm's 

share of the costs will be made. If the firm does n ot have $500,000 

worth of profitable Investments, it may choose n ot to claim the full 

tax c r e d i t  entitlement.

Two ideas were mentioned in the literature for targeting the tax c redit 

to subsidize new investment rather than subsidizing c u r r e n t  investment. 

There was no mention that either proposal had ever been implemented, 

however. The first would allow a tax credit only for the a m o u n t  of 

i n v e s t m e n t  in a given yea r  that exceeds the firm's average i n v estment 

over the previous few years. The Alaska D e p a r t m e n t  of Revenue commented 

that such ..’i approach would impose a heavy v e rification burden on them. 

If the tax c r e d i t  program were ongoing instead of time limited, the b u r­

den wo u l d  ease as the d e p a r t m e n t  would have in their records reported 

i n v e s t m e n t  from previous tax years. A side e f f e c t  of an ongoing p r o­

gram however would be a tendency by firms to plan all their inv e s t m e n t  

projects for one year o ut of every few.
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i
The second proposal would be easier to verify using federal income tax 

reports. In this approach, only i n v estment in excess of reported 

depreciation would qualify for a tax credit.

' * * * *

Although this memorandum has raised more questions than it answers^ I 

hoie that you find it helpful in your deliberations. If we can provide 

futher research assistance, please call.
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RE: Legislative History of the Raw Fish Tax

Research Request 35-039

The raw fish tax, AS 43.75.010-.140, dates from statehood. The law pro­

vides for a tax on raw fish purchases by canneries, c o’d storages, and 

other processors. As of 1978, the statute levied a tax of from one to 
four percent of the purchase price depending on the specific fishery 
resource and the type of processing facility. Fishermen selling to 

floating processors outside State jurisdiction were also subject to 

the tax. Twenty percent of the tax revenues were refunded to the 

borough and/or first class city iii which the facility was located. As 
you requested, a five-year history of bills affecting the raw fish tax 

is presented in this memorandum.

1979-1980

Thirteen bills amending the raw fish tax statutes were introduced dur­

ing the Eleventh Legislature. House Bill 571 and SB 448, identical 

bills sponsored by Representative Hayes and Senator Kelly respectively, 

were omnibus tax relief bill* suspending the raw fish tax as well as a 

host of other taxes. The bills saw little legislative action. House 

Bill 340, introduced by Representative Gardiner, also saw little action. 

The bill would have tied the reporting and enforcement of regional aqu a­

culture assessments to processor licensing under the raw fish tax 
statutes. House 3ill 227 would have eliminated the distinction between 

floating and shore-based cold storages, thereby reducing the tax rate 

on the floating facilities from four percent to one percent. This pro­

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

L

House 3 i 11 306, sponsored by the Governor, was a thorough overhaul of

the raw fish tax statute. The bill:

• imposed a uniform six percent tax on all processors;

• increased revenue sharing with the local government unit uO
33-1/3 percent;
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• required that half of the local revenue sharing be spent: on 

docks or other fishery enhancement projects;

• directed an additional 33-1/3 percent of the revenue' tot The 

Commercial Fishing and Agriculture Bank; and

• upgraded the bond requirements for salmon exporters.

Bills introduced by Senator Kerttula (SB 132) and Representative: Ssavnson 

(HB 83) also addressed local revenue sharing, raising it to 5C^jrtn3j p e r­

cent, respectively. The Governor's bill was modified by the Sena-la (Dom-

munity and Regional Affairs Committee, grafted on to Senator 

bill number, and enacted into law as Chapter 79 SLA 1979. Trie Tlegi'sila- 

tion deleted all references to "raw fisheries products," re'Taxcring She 
phrase with "fisheries resources." Hence "raw fish tax" is nmvr snne- 

thing of a misnomer; the statutory name is Fisheries Bujiiie'es Tux.

The stated purposes of the act were to:

1) insure that the state is able to continue its e f f w l s  ttnvmrd 
overall fisheriei-related development programs by reihsStgj aaidTi- 
tional revenue to pay for its programs;

2) make the imposition of the fisheries tax more uni.'f2?nr am u n g  
fisheries businesses; and

3) provide funding for the development of new fisheries.

The tax rates established by Chapter 79 SLA 1979 are as shewn iir The 

table below:

Shore-based FlcsTiinaj

Processor P m : a s s p r

Canned Salmon 4.5? 5.0®

Developing Commercial

Fish Species* 1.0? 3L,u35

Other Fisheries

Resources 3.0? 5..Q&

*Developing commercial fish species are defined in AS lt"-JS.j2?Sr(12,) 

as species in a specific region for which the optimum y i e M  ftwrveist 
has not been reached, a substantial portion of the harvest: :-ta*s ireen 

allocated to foreign fishing, or commercial harvest of iiie aipKri-es 

recently developed.



Represen ta t ive  Cato
November 15, 1984
Page Three

Under Chapter 79, a person who transports or sells a fisheries resource 

outside the jurisdiction of the State is liable for the tax which would 

otherwise be paid by the processor.

T he legislation provided for 20 percent revenue sharing to local govern­

ment, and 20 percent to the Commercial Fishing and Agriculture Bank. 

Second class cities were made eligible for revenue sharing as well as 

first class cities. The new revenue sharing formula was to begin with 

calendar year 1980 taxes. The legislation also increased the bonding 

requirements for salmon exporters to $50,000. The bond covers not only 

p ayment of the tax to the State, but also payment to the fishermen for 
the salmon.

Three pieces of legislation passed in 1980 made corrective amendments 

to the 1979 enactment. House Bill 192 (enacted as Chapter 155 SLA 1980) 

corrected the starting date of the new revenue sharing formula to taxes 

collected for calendar year 1979. The House Judiciary Committee deleted 

the penalty provisions from the a ct so as not to duplicate the criminal 

code. These repealers were offered in CSH8 354, and later incorporated 

in SB 313 and enacted as Chapter 113 SLA 1980. The House Judiciary Com­

mittee also made a corrective amendment suggested by the code revisor 

deleting the definition of "year". This correction was incorporated 
into S3 277 and enacted as Chapter 94, SLA 1980.

A bill which was a forerunner of legislation creating the Alaska Sea­

food Marketing Institute was passed by the legislature in 1980 but 
vetoed by the governor. The original version of HB 962 provided proces­

sors with a tax credit of up to 15 percent of the fisheries business tax 

liability for donations to a nonprofit corporation organized to improve 

the quality of and to develop markets for Alaska seafood. The final 

version, SCSCSHB 962, established a fisheries business tax grant fund 

financed by appropriations from the legislature. The bill authorized 

grants to a nonprofit seafood marketing corporation of up to 15 percent 

of the fisheries business tax paid by members of the corporation in the 

preceeding year. The governor vetoed the bill due to constitutional 

problems.

1981-1982

Several amendments to the fisheries business tax statutes were made 

by the Twelfth Legislature. Senator Eliason introduced S3 200, which 

would have relieved freezer boats from tax liability if the processors 

to which they sell were regulated by the statute. His proposal was 

incorporated into HB 460, which was introduced by the House Resources 

Committee. House Bill 460 also increased revenue sharing to local 

governments from 20 to 50 percent of tax revenues starting with tax 

year 1982. As a transitional measure, revenue sharing was pegged
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a t  30 percent of 1981 fisheries, business taxes. After a complicated 

passage, SCSCSHB 460 (Fin)am S (efd am H) was enacted as Chapter 117 
SLA 1981.

Other fisheries business tax legislation considered b ut not passed by 

the Twelfth Legislature included HB 422 by Representative Malone. The 

bill would have shifted the tax liability from fish processors to fish 

purchasers. Senator Mulcahy also introduced a bill, S8 523, to clarify 

the language defining "value" as used in calculating tax liability. 
Some of this clean-up was accomplished in HB 460.

Representatives Zharoff and Bettisworth proposed in HB 103 to repeal 

the fisheries business tax entirely. This bill saw no action.

1983-1984

Three pieces of legislation offered in the Thirteenth Legislature would 

have established a fisueries business tax credit program. None of these 

proposals were enacted. Senator Ferguson proposed (in SB 191) a rate 

reduction of one-half percent for businesses that also pay the seafood 

marketing assessment under AS 16.51.120. Senator Mulcahy proposed (in 

SB 379) to grant up to a 50 percent credit on tax liability for pur­

chases of equipment used in processing a developing commercial fish 

species. The Senate Resources Committee Substitute for this bill 

restricted the credit to equipment for processing bottomfish.

Representative Zharoff also sponsored legislation granting a tax credit 

of up to 50 percent of the fish tax liability. Under his proposal, 

credits would have included expenditures for improvement of quality con­

trol and upgrading or modernization of processing facilities as well as 

expenditures for equipment used in processing developing commercial 

species. The House Special Committee on Fisheries' version of HB 518 

generalized the credit to apply to any capital expenditure but r e s tric­

ted its application to shore-based canneries and limited the applica­

tion of credits to no more than five consecutive years. The bill would 

have required the Department of Revenue to make an annual report to the 

legislature describing the expenditures for which the credit was granted 

and the attendant increases in employment or processing capacity. The 

bill was in House Rules Committee when the legislature adjourned.

* * * * *

I hope that this memorandum has provided you with the information you 

sought. If you would like more detailed information regarding any of 

the measures discussed above or if you have any further questions, 

please don't hesitate to call me.
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This memorandum addresses y o u r  questions regarding the design of a "raw 

fish tax" credit and the amount of tax credits that would be available 

to fish processors under such a system, especially for processors of 

developing fisheries. We also address alternatives to the tax credit 

suggested by officials in the Department of Revenue who reviewed 

y o u r  tax credit proposal.

ANALYSIS OF A RAW FISH TAX CREDIT

We understand that your proposal is to provide a tax credit of up to 

half of a processor's total Fisheries Business Tax liability for invest­

ments in plant and equipment which affect the qua!ity of the fishery 

product or for investments in the processing of developing fisheries.

Models for a Raw Fish Tax Credit Program

There are numerous examples of investment tax credit programs in other 
states and in the Alaska and federal income tax systems. The tax cre d­

it programs tend to have a common approach and their implementing 

language is relatively straight forward. The credit is allowed against 

a tax liability (usually the state income tax), with the credit limit­

ed to a percentage of the investment made. In most cases, the percent- 
age of "'he total investment allowed as a credit is 10 percent or less, 
but in a few instances, 100 percent of the investment is allowed as a 

credit. Presumably the more common smaller percentages are used in 

order to insure that the business seeking the credit is willing to 

place a substantial portion of their own resources into the investment, 
which effectively guarantees the soundness of the investments.

In most instances, the amount of the investment tax credit allowed in 

any tax year is limited to 50 percent of the business' total tax 

1 iability for that year. It may bi assumed that this provision is 

designed to insure that the tax base is not severely eroded by the tax



Rep resen ta t ive  Zha ro f f
December 22 ,  1983
Page Two

credit program. Most states (and the federal government) permit the 

business claiming a tax credit to carry forward any unused portion of 

tax credit claimed for one year. Some programs allow the unused por­

tion of the tax credit to be carried back to previous tax years in 

order to permit a business to take full advantage of the tax credit.

As an example of how the tax credit carry forward works, assume that 
a processor owes $50,000 in raw fish tax to the State of Alaska. 

Since an investment tax credit of up to 50 percent of the total tax 

liability is permitted under your proposal, the tax credit limit for 

the first tax year is $25,000. Suppose that this processor invests 

$100,000 in new equipment eligible for the raw fish tax credit. If 100 

percent of the investment is allowed as a credit against the raw fish 

tax liability, a credit of $100,000 can be claimed. However, only 

$25,000 can be used as a credit for the first year, leaving a total 

tax of $25,000 to be paid, and a balance of $75,000 in unused credit 

to be carried forward.

In the following year, assume that $60,000 in fisheries business tax 

is owed. Although $75,000 of raw fish investment tax credit was unused 

in the first year, only $30,000 (half of the $60,000 owed) may be 

claimed in the second year. Consequently, $30,000 must be paid in 

raw fish tax while an equal amount is claimed as a credit. Also, 

$45,000 in unused investment tax credit remains to be carried forward 
to the next tax year.

The carry back provisions allowed under the federal investment tax 

credit work in much the same manner as described above, except that 
in order to claim the credit, the business must file amended returns 

for prior years under which the credit is to be claimed. In this 

case, the federal government refunds any over paid taxes as a result 

of the amended returns.

The third major element common to most tax credit programs pertains to 

the type of investments for which a credit can be claimed. In most 

cases, the nature of investments eligible in the tax credit program 

reflects specific policy goals. For example, Colorado targets new and 

expanded mining ancl mi fl ing business investments; Florida credits 

investments in facilities situated within state-designated enterprise 

zones; Massachusetts limits credits to investments in manufacturing, 

agriculture, commercial fishing, and research and development business­

es; Pennsylvania permits a tax credit for corporate investments in 

neighborhood revitalization and job training; and Virginia provides 

tax credit for business investment in impoverished areas of the state.

A more complete description of the form and content of various invest­

ment tax credit programs in the states can be found in the attached 

research bulletin, Tax Incentives and Financing Assistance for Indus- 

trial Location.
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Fisheries Business Tax: AS 43.75.015

The fisheries business tax (raw fish tax) is defined by Alaska statutes 

as a percentage of the "market value" or actual sale price of the fish­

ery resource. The sale price includes other valuable considerations 
offered in the transaction such as fuel, supplies, or gear. The tax 

percentage differs for shore-based businesses (processors), floating 

processors, and processors of developing fisheries as shown in the 

table below:

Table 1

Fisheries Business Tax Assessment 

Based on the Value of Fish Processed

Percentage of Value 

Assessed Under the

Fisheries Business Type Raw Fish Tax

Shore-based canned salmon 4.5%

Other salmon processors and all 3.0%

other shore-based fish processors

Floating fisheries processors 5.0%

Shore-based processor of developing 1.0%

fishery

Floating processor of developing 3.0%

fishery

The revenue generated under the fisheries business tax is shown in the 

table below as provided by the Department of Revenue:

Table 2

Fisheries Business Tax Revenue 

(mil lions of dollars)

Processor Type FY77 FY78 FY79 FY80 FY81 FY82 FY83

Canned Salmon 3.8 5.5 6.7 4.3 5.9 8.6 4.3

Shore-Based 1.9 2.3 3.3 7.6 11.0 8.7 11.5

Floating .5 .5 1.9 2.7 3.8 5.5 •
nt-

Totals 6.2 8.3 11.9 14.6 20.7 22.3 20.5
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Half of the fisheries business tax revenues are reserved for the local 

government under whose jurisdiction the fish processor is operating. 

Under your proposal, the revenues collected on behalf of the local 

government jurisdictions would continue to be transferred to that level. 

The remaining half of raw fish tax collected by the State could be sub­

ject to the investment tax credit for processors.

A total of 488 fisheries business licenses were issued in 1982, while 

only 410 fisheries business tax returns were filed for that year. This 

means that some businesses were conducting processing activities requir­

ing more that one license, for example, some businesses operate both 

shore-based and floating processing facilities.

Because the Department of Revenue publishes tax revenues on a fiscal 

year basis, taxes owea for calendar 1982 (which are due by April 1, 

1983) are recorded as FY33 revenues. In actual practice, tax revenue 

will not always be paid by the processors by the April deadline. Some 

processors in financial trouble are paying past due taxes on individual­

ly arranged payment schedules. As a rough approximation, however, 

average taxes paid by processors (shown in Table 3) can be computed by 

dividing total FY33 fisheries business tax revenues by total calendar 

1982 business licenses issued.

Table 3

Average Raw Fish Tax Credit Allowed

Total 1982 Fish Tax FY83 Est. Avg.

Processor Licensed Revenues Fish Taxed Owed

Category Processors $Mi11 ions Per Processor

Shore-Based 218 $11.5 $52,752

Canneries 60 4.3 71,667

Floating 169 4.7 27,311

Average tax liabilities presented in Table 3 compare to Audit Division 

data which show that of the total of 410 raw fish tax returns for 1982, 

nearly one-fourth (108) of the returns reported more than $50,000 in 

taxes owed.

An interesting fact about the 108 largest fish processors is that about 

40 of these processors are owned by foreign companies while others are 

owned by Washington-based firms. Also, 15 of the fisheries businesses 

owing over $50,000 in raw fish tax are making late payments according 

to a schedule arranged by the Department of Revenue. Presumably, the 

financial status of these businesses prohibits them from meeting their 
tax liability on time.
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Processors of Developing Fisheries

There are approximately 60 shore-based processors and 60 floating pro c­

essors which are taxed under the lower "developing fisheries" t?<es 

shown in Table 1. In most cases, these businesses also process de v e l­

oped fisheries, which are taxed at the higher levels indicated in 

Table 1. A breakdown of the tax revenue raised under the developing 

rates of the fisheries business tax is presented below in Table 4.

Table 4

Raw Fish Tax Revenues on Developing Fisheries 

Processor Type 1980 1981 1982

Shore-based $137,090 $192,389 $280,002

Floating 111,618 330,419 555,293

Totals $248,708 $522,808 $835,295

A comparison of the calendar 1982 total raw fish taxes on developing 

fisheries ($835,295) to the FY83 total of all raw fish tax revenue 

($20.5 million) shows that developing fisheries taxes constitute only 

about 4 percent of total revenues.

Average Tax Credit Estimation

A breakdown of fisheries business tax returns would have to be request­

ed of the Audit Division of the Department of Revenue in order to 

gain a clear picture of how fish processors would be affected by a tax 

credit program. In lieu of such a breakdown, a rough approximation of 

average tax credits permitted under a 50 percent tax credit ceiling 

can be made by dividing total tax revenues by the total number of 

processors. Such approximations are made in Table 5 for two groupings 

of fish processors: an aggregate of all processors and a subgroup of 

developing fisheries processors.
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Maximum Credit Allowed Based on 1982 Data

Est. Average Estimated

Fish Tax Owed Tax Credit JLjL.
Per Processor Per Processor
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Table 5

$52,752 $26,376

71,667 35,333

27,811 13,905

Undeveloped 60* 280,002 4,667 2,333

Fisheries

Shore-Based

Undeveloped 60* 555,293 9,255 4,627
Fisheries

Floating
i

*The data shown for developing fishery processors represent a portion 

of the comprehensive Shore-Based and Floating categories shown immedi­

ately above in this table,

**These figures reflect the average of maximum credits allowed based on 

50 percent of taxes owed.

Of course, the average credits estimated above may present a some­

what misleading picture of the spread of potential tax incentives 

under your proposed investment tax credit program. Large processors 

may claim larger credits than the averages shown above if their

tax liability exceeds the average of taxes owed for all processors. 

Likewise, small processors may find that their allowed credits a re

substantially less than those indicated above, depending on their 

tax liability.

We have not attempted to determine whether or not tax credits in the 

range of $14,000 to $36,000 would induce fish processors to make in­

vestments in new plant and equipment. However, it seems likely that 

if the investment tax credit program is restricted to processors of 

developing fisheries only, the potential tax credits of $2,000 to

Total

Processor Licensed Fish Tax

Category Processors Revenues

Shore-Based 218 $11,500,000

( T otal)

Canneries 60 4,300,000

Floating 169 4,700,000

( Total)
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$4,600 would provide little incentive for upgrading processing facili­

ties. At the very least, the impact on the processing industry for 

developing fisheries appears to be insignificant given the modest 

investments that could be made using tax credits shown in Table 5.

Revenue Leakage To Federal Government Under Tax Credit Program

A concern expressed by Maureen O'Brien, Audit Division Director for the 

Department of Revenue, is that a number of large processors may find 

that the effectiveness of a raw fish tax credit is attenuated to the 
extent that a portion of their tax burden is merely shifted to the 

federal income tax. Since taxes paid to the State of Alaska are d educt­

ible under the federal income tax, a credit against state taxes trans­

lates into higher taxable income at the federal level.

For example, assume that a major fish processor reports $100,000 in 

taxable income on its federal income tax return after a deduction of 

$60,000 in taxes due under the Alaska Fisheries Business Tax. If the 

raw fish tax credit were implemented, this processor would be eligible 

for a tax credit of $30,000. This would boost the processor's federal 

taxable income to $130,000, with all income over $100,000 taxable at 

the maximum 46 percent rate. Consequently, the actual effect of the 

tax credit would be $30,000 minus the federal income tax increase of 

$13,800 (46 percent of $30,000), leaving $16,200 to offset the company's 

investment in new plant and equipment. In other words, for some large 

processors, every raw fish tax revenue dollar foregone by the State as 

a tax credit would buy $4 cents worth of new plant and equipment in 

the Alasxa n s h  processing industry.

For smaller processors with taxable incomes in a lower tax bracket, 

this loss of State revenue to the federal income tax would not be as 

great. Furthermore, some investments in new equipment would qualify 

for the 10 percent investment tax credit and the accelerated cost recov­

ery (depreciation) provisions of State and federal income tax law. 

These provisions would effectively increase the amount of raw fish tax 

credit that would actually be available for investment in fish process­

ing industry improvements.

ALTERNATIVE INCENTIVES FOR FISH PROCESSING INVESTMENTS 

Accelerated Cost Recovery System

Tax incentives for upgrading equipment and plant improvements are 

presently available to fish processors in the form of credits against 
a corporation's federal or State income tax liability. As a component
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of the Economic Recovery Tax Act of 1981, the U.S. Congress passed 

legislation allowing businesses to recover (depreciate) investments 

in new plant and equipment at a more rapid rate than under previous 

tax law. Under the Accelerated Cost Recovery System, property is 

classed as 3-year, 5-year, 10-year and 15-year recovery property. Ten 

and fifteen-year property relates primarily to utility property, while 

three and five-year property is defined in Table 6. The State of 

Alaska adopts the provisions of federal tax law including the A c c e l e r­
ated Cost Recovery System in AS 43.20.021.

Table 6

Accelerated Cost Recovery System and Investment Tax Credit 

Cost Recovery Class Property Description Investment Tax Credit Allowed

3-year autos, light trucks, 6% of investment cost
some research & de v e l­

opment equipment

5-year most machinery and 10% of investment cost
equipment, furniture 

and fixtures

Investment Tax Credit

A second economic stimulus in the 1981 Recovery Tax Act is the invest­

ment tax credit. A credit is offered against federal income tax 

liability equal to a percentage of the total investment cost of new 

equipment as shown above. The credit on investments is limited to 

80 percent of the first $25,000 of federal tax liability and 90 percent 

of all tax owed above $25,000. Credit in a given tax y e a r  is limited 

to the total income tax owed to the government, although investment 

tax credit can be carried back three tax years or carried forward 

between seven and ten tax years and applied against taxes owed. 

Consequently, virtually all of the credit can be used to offset past 
or future tax liability.

Alaska statute (AS 43.20.036 b) limits the investment tax credit by 

allowing credit against only the first $20 million of qualified in­

vestment property (except pollution control equipment) for each tax 

year. The Alaska income tax credit allowed in any tax yea r  is limited 

to 18 percent of the investment tax credit claimed for federal income 

tax purposes.
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Energy and Rehabilitation Investment Credits

In addition to the standard tax credits allowed on investments of all 

new equipment, the Internal Revenue Code permits specific investment 

credits for energy property and rehabilitation of old facilities. 

These credits are listed in Table 7.

Table 7

Energy and Rehabilitation Investment Tax Credits

Tax Credit

Property Investment Class As a Percentage of Investment

Energy: Solar, wind, geothermal 

and ocean-thermal

»—
» 

c_
n

cr
*

Energy: Small hydro-electric 11%

Energy: Biomass 10%

R e h a b . : 30-year old structure 15%

Rehab.: 40-year old structure 20%

R e h a b . : Certified historic 

structure

25%

Elective Expense Deduction

Federal tax law also permits a business to "expense" a limited portion 

of depreciation property each year as shown below.

Tax Years Expense Limit

84 & 85 57,500

After 35 $10,000

This provision means that property normally depreciated could be treated 
as a business expense and fully deducted from gross income up to the 

limits shown above.
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Loan Programs

At present, there are five sources of loans and loan guarantees avail­

able to fish processors through State programs. Aside from convention­

al financing sources (banks) these sources include:

• Commercial Fishing and Agriculture Bank (CFAB)

• Alaska Resources Corporation (ARC)

• Fishery Product Revolving Loan Guarantee Fund

• Small Business Loan Program

• Alaska Industrial Development Authority

In the interest of transmitting this memorandum to you at the earliest 

possible date, we have not taken the time necessary to fully evaluate 

the loan program alternative suggested by the Department of Revenue. 

In a follow-up memorandum, we intend to review the provisions of ex i s t­

ing loan programs to determine their suitability as a source of

financing investments in fish processing industry. We will also e x­

amine the proposal of creating a new loan program as a source for

financing improvements in the fish processing industry. We hope to be

able to provide you with this additional information by the middle of 

January.

Inventory Control And Quality Fisheries Products

While discussing the implications of the proposed raw fish tax credit 

with John Mintken of the Revenue Department's Audit Division, an alter­

native relating to processors' inventories was suggested. Mr. Mintken 

proposed a State-supported inventory control system designed to stabi­

lize the fisheries product market structure and provide additional
warehousing and freezer storage capacity.

Mr. Mintken feels that a major problem for processors is uncertainty of 

the consumer demand for and market price of fisheries products. This 

uncertainty is closely tied to the volatility in total harvest of fish 

from one season to the next. Mr. Mintken believes that much of the re­

luctance to invest in new plant and equipment results from the consider­

able financial risk imposed by unknown fish prices, market demand, and

harvest volumes. He suggests that the State could act as a warehous­

ing/cold storage intermediary, available to purchase surplus fish 

products much as the federal government absorbs surplus grain produc­

tion on a national l e v e l .

The State has, in fact, begun a program of this nature to support the

developing grain producing business in Alaska. Last year, HB 156 c r e a t­
ed a State grain reserve program in which farmers can deposit their 

surplus grain in the State reserve as collateral for a loan from the
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State. The loan amount is set at a level equal to the cost of produc­

ing the grain. The grain can be redeemed by the producer at any time 

by paying off the loan with interest. This means that the farmer is 

guaranteed that he can "sell" any grain that he produces, although the 

portion he turns over to the State reservp is essentially "sold" at 

the cost of producing it. If the market price for grain rises above 

the cost of productions the farmer can redeem h's grain and sell it on 

the open market at a profit. If the farmer defaults on his loan, the 

State has "purchased" his grain at cost and is free to sell the grain 

at any time.

Obviously, a direct parallel can be devised for fish processors insuring 

them that they can "unload" any surplus fish products at a base price 

which guarantees no profit but at least protects them from loss.

According to Dave Bowhay, manager of Douglas Cold Storage, this prac­

tice may provide relief for processors deluged by incoming fish re­

sources beyond their storage capacity. Mr. Bowhay feels that a serious 

factor 1 imiting the quality of fisheries products results from the 

overloading of processing plant capacity caused by increasingly com­

pressed fishing seasons. Additional storage capacity is uneconomical to 

build because the facilities are only used during a brief period of the 
year. As a solution to the problem, Mr. Bowhay suggests that either the 

fishing season be stretched out or State-operated storage facilities be 

built to accommodate surplus resources.

CONCLUSIONS

It appears that a raw fish tax credit program limited to half of the 

business' tax liability could result in an investment potential of 

between S14,000 and $36,000 per processor on the average. Of course, 

larger processors would be eligible for substantially more than the 

average. This credit coupled with investment tax credits against 

federal and state income tax liability may provide sufficient incentive 
for fish processors to upgrade their facilities.

A tax credit program restricted to developing fisheries would provide 

questionable investment incentives given estimated average credits of 

between $2,000 and $4,600.

Credit Eroded by Federal Income Tax. Department of Revenue auditors 

are concerned, however, that a significant portion of the Fisheries 

Business Tax revenues foregone in an investment tax credit program 

would be absorbed through higher federal and state income taxes.

Inability to Raise Investment Capital. A number of the processors, 

including about 15 of the larger processors (over $50,000 in raw fish 
tax owed) are presently unable to meet their tax liabilty on time.
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These businesses may have difficulty obtaining the upfront financing 

needed to make investments which qualify for investment tax credits.

Tax Credit Benefits Foreign Processors. Another consideration regard­

ing large processors is that about 40 of the 108 processors declaring 

a raw fish tax liability over $50,000 are foreign-owned. An addition­

al number of these processors are owned by Washington-based companies 

(we have no data on the exact number). Consequently, a credit against 

the fisheries business tax will benefit these companies along with 

Alaskan-owned companies. Unlike State residency requirements in many 

of the Alaska loan programs, an attempt to target only Alaskan proc es­

sors for a raw fish tax credit would probably not meet constitutional 
standards.

Federal and State Income Tax Incentives. Investment incentives are 

presently offered in the form of investment tax credits against both 

State and federal income tax liability. According to auditors in the 

Alaska Department of Revenue, however, many of the state's fish p r o c­
essors (especially the smaller processors) have little or no income 

tax liability. Consequently, the benefits from an income tax credit 

would exist only to the extent that a processor has an income tax 

liability that could be offset by the investment credit.

We-hope that this information is useful in your preparation of a fish­

eries business tax credit program. If you have other questions regard­

ing this memorandum, please call us.

OAH

Attachment
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o c e s s o r s

F R O M  T H E  T U N A  C O M P A N I E S  in S o u t h e r n  Califor­

nia to the crab plants along the Aleutian Chain, the 

W e s t  Coast seafood processing industry r e m a i n e d  

m i r e d  in a  deep s l u m p  as 198 4  c a m e  to a close, a n d  

while 1985 held scattered promise, the objective in m a n y  

players’ m i n d s  w a s  m e r e  survival.

“M y  short-term outlook e x t e n d s  to lunch,” says one A l a s k a  

operator struggling to utilize h i g h  fixed-cost plants that o n c e  

processed large v o l u m e s  of k i n g  crab. “M y  long-term outlook 

extends to the weekend. We're s h r u n k  b a c k  as tight as w e  c a n  

get.”

If the country at large w a s  mildly a n x i o u s  ab o u t  a s l o w d o w n  

in w h a t  h a d  be e n  vigorous e c o n o m i c  growth, the processors 

w e r e  still trying to cope with a  d e c a d e  —  the 1980s —  that h a d  

offered t h e m  unrelenting pain.

Said o n e  operator grimly trying to k e e p  his ship afloat, 

“T h e r e’s n o  s u c h  thing as m a k i n g  profits a n y m o r e ,” a n d  the 

c o m m e n t  s e e m e d  to typify t h e  plight of the industry as a  

whole. R e s o u r c e  dislocations, a  dollar that discouraged 

exports while it d r e w  a  flood of p r o duct into the United States, 

a n d  a  hotly competitive domestic m a r k e t  driven exclusively b y  

price, all figured in the processors’ malaise.

■ A small load  o f c rab  ready fo r p rocess ing . The  sh o rtag e  o f eve ry  spec ies  o f 
c rab-has hurt many p rocesso rs  and fo rc ed  them  either to cut back  op e ra ­
tions o r  to  lo ok  a t o ther species. ; ,  /■ .



With traditional strongholds under 
pressure, says an observer, "every­
body's looking for the new niche, but it 

1 never appears. Thai means you've got 
to do things better jusi to stay in 
business, but you reach a point where 
you can't get any better." Still, he says, 
if the overall climate has been negative, 
there are positives worth noting as 

• well. "There is lots of doom and gloom 
I but it's not entirely so. and you've got to 

paint both sides of the picture."
| S a n  D i e g o  D e p r e s s i o n

Certainly 1984 yielded no more 
poignant story than that which oc­
curred in Southern California where 
the tuna era came perilously close to an 
end. San Diego may still rank as the 
world's tuna capital, speculates Bum­
ble Bee’s Mike McGowan, but it is a 
distinction that reflects the past rather 
than the future. With no more canner­
ies in the border city, fewer boats are 
coming to call and the tuna trend is 
inevitably offshore. Where is the next 
tuna capital, McGowan muses, per­
haps Samoa, perhaps Bangkok?

It has been the flood of imported 
product, primarily from Thailand, that 
has precipitated the tuna industry’s 
latest crisis, the one that finally 
overwhelmed the California plants. 
While most of the domestic industry 
anxiously sought tariff relief to stem 
the tide of water-packed product, 
Bumble Bee took the opposite tack at 
the behest of parent Castle &  Cooke, 
the international trading firm.

For Castle & Cooke, that the tuna 
woes came hard on the heels of the 
Alaska king crab collapse where it had 
also been a major player, and as the 
company had closed the doors on its 
crab subsidiary, it was actively seeking 
to divest itself of Bumble Bee. Bumble 
Bee’s future remained in doubt, with 
an internal management group the 
likely takeover candidate. The com­
pany's Hawaii plant had joined the San 
Diego facility in mothballs, at least 
temporarily, and processing operations 
continued only in Puerto Rico.

The San Diego fleet was also riddled 
with casualties despite the reappear­
ance of an abundant resource in the 
Eastern Pacific as the world's largest 
ocean returned to no mal in the wake 
of El Nino.

“1 don’t know where the industry is 
going,” says McGowan. “I ’ve given up 
crystal ball gazing."

At Terminal Island, counterpart Ed 
Ryan, spokesman for Starkist, notes 
the obvious aftereffects of the runa 
industry’s failure to obtain tariff relief: 
the closure of Starkist’s mainland 
facility and the substantial number of

boats going out of business.
"There will be an onslaught of 

imports after January 1," he predicts, 
and estimates a fin?< 1984 import total 
of between 8 million and 8.25 million 
standard cases, with Thailand ac­
counting tor 4 million to 4.5 million. In 
1985, he says. “ I figure the total will 
reach 9 million easy."

Ryan sees more pitfalls ahead for the 
industry in 1985, although he antici­
pates that his own company will be 
“somewhat better off because we tool: 
the gulp on Terminal Island in '84 and 
got rid of the dead loss situation."

Right now, he says, the big concern is 
for the boats, and he cites the possibil­
ity of strikes and tie-ups in view of 
prices driven down by the imports. In 
the market, however, he predicts 
strong sales activity with an early 
lenten season, and with the values that 
exist.

“There's no question that people are 
buying a lot of tuna,” he says. “Prices 
of $.59 and $.69 a can move a lot of 
fish.”

S a n t a  B a r b a r a  

B u l l i s h n e s s

Up north in Santa Barbara, Seafood 
Specialties spokesman Mike Wagner 
cites a far-different experience. “1984 
was a good year, an excellent year," he 
says, and lists three causal factors.

First has been swordfish, with the 
gillnet fleet “racking them in" and sale 
prices holding well. And, according to 
Wagner, the fishermen are "really 
competitive now in terms of taking 
care of the fish. The product is 
gorgeous."

He describes angel shark as the 
second factor behind his bullishness. 
After working at it for many years, he 
says, he’s now able to place angel shark 
all over the country, and this onetime 
incidental nuisance has become a 
moneymaker.

The third positive, he says, has been 
the combination of “ lots of little 
things."

"During the winters of 1982 and 
1983, we really got hit hard. . .  we just 
survived,” he says, “but during the 
winter of 1984, we’re pulling out of 
debt." El Nino brought tropical species 
with it, he says, fish like yellowfin 
tuna, yellowtail, o.pa and luvar. 
“They've given us something to sell 
along with the standard snapper, sole 
and shark."

It’s not like life is all roses, however. 
“ My biggest complaint," says Wagner, 
“ is that the industry is really changing 
fast now and you've got to stay up or 
you're out of business."



He cites the appearance of lots of 
little "peddlar trucks" on the Califor­
nia scene, low overhead operations that 
outbid the traditional processors for 
fish, then undersell them in the 
marketplace. To fight the trend, he 
says, traditional processors have to get 
more competitive, but that's "hard to 
do when you 're sitting on facilities that 
can handle big loads."

"I'm scaling down." he says, “i've 
had to turn down big loads from guys I 
want to buy from, but 1 have to compete 
with the peddlars."

Another change that has affected the 
industry is the growing importance of 
air freight, according to Wagner. The 
airlines want the business, he says, 
and they're cheaper than trucks.

“I can ship a container to Seattle [by 
air] for $53,” he says. “That’s a real 
positive."
M o n t e r e y  M a l a i s e

The optimism fades to the north. 
Monterey Seafood’s Phil Tringale says 
simply, "1984 stunk.” El Nino devas­
tated the bay’s squid resource, and it 
hasn’t come back.

What about the future? The biolo­
gists aren't optimistic about next 
year’s squid prospects, says Tringale, 
and that promises to prolong the pain 
for Monterey processors and the bay’s 
lampara fleet.

Fortunately, he says, there was a 
good run of mackerel which went into 
cans and helped pay the bills, but 
mackerel “isn’t a moneymaker."

What to do when your bread and 
butter disappears? "We’re diversify­
ing,” Tringale says.
S a n t a  R o s a  R e g r e t

At Point St. George Fisheries in 
Santa Rosa, Les Amundsen shares the 
uncharitable view of 1984. “It has been 
a very poor year so far," he says. 
"F.very fishery has been disappointing.

“In salmon, they wouldn’t let us 
catch or buy when they were there. 
Shrimp —  we got a little production at 
the end of the year, but the market is 
terrible because of the Norwegian 
imports. We don’t know if we can move 
what we put up.

“Bottomfish is the same old story. 
It’s never a moneymaker, it just helps 
cover overhead." Black cod came on 
late and turned out to be a good 
market, he continues, but it started out 
very poorly.

The Dungeness crab situation was 
muddled, according to Amundsen. The 
coast had just settled on a price, but 
production was spotty and the meat 
market was weak in view of all the 
available substitutes —  artificial

product. Korean snow crab, Chilean 
product. The whole-crab market had 
been firm for both frozen and fresh 
product, he says, then the Alaskans 
started trying to move their brine 
frozen inventories and the market 
softened

“it's quite a gamble," he says of the 
Dungeness season. "The processors 
are very cautious. There’s so many 
boats and so much gear, it's going to hit 
us all at once."
C r e s c e n t  C i t y  

S u r v i v a l

In Crescent City, Eureka Fisheries’ 
Ken Butler looks for improved Dunge­
ness production in 1985, but admits 
that not all fishermen share his view. 
Few companies are in a position to 
freeze much crab and gamble on the 
market, he says, although Eureka will 
put up frozen product.

“I’m optimistic,” he says. "I'd like to 
think there will be more product 
although it’s just a gut feeling.”

He cites an improving picture for 
groundfish at year end, with an 
aggressive market "when we have 
fish." And, the company has main­
tained its interest in whiting, he says, 
and has discovered "a little bit more 
interest, a little bit more excitement” in 
the market with product moving to the 
East Coast and the Midwest for the 
first time.

The big surprise in 1984 was the 
appearance of more shrimp at the end 
of the season, according to Butle:. “We 
got a real spurt, and it was nice size, 
too. We had only 55,000 pounds up to 
August 26, and we ended up with over
500,000. Of course, we still have the 
inventory. We can’t compete with the 
Norwegians."

What has to happen for a successful 
1985? " I’d like to see the companies 
make money so the fishermen can 
make money," Butler says. "We’ve 
been hammered for four years."

“I ’m as gloomy as the weather right 
now," he continues, looking out at an 
inclement California day. That pro­
vokes a comment on the approach of 
Dungeness operations: "This place 
looks like a little Dutch Harbor now. 
There a e probably over 200 boats here, 
and 40,000 or 50,000 pots."
S e a t t l e  S u r p r i s e s

In Seattle, Icicle's Mark Sandvik 
says 1984 "brought some good things, 
although the overall climate has been 
negative. We’re an export oriented 
industry, and the strong dollar pres­
ents real problems."

Nonetheless, he cites a surprisingly 
aggressive Japanese presence in 1984,



and a European market that was more 
active than anticipated. There was big 
Alaskan salmon production, without 
correspondingly high yields in British 
Columbia and along the Lower 48 
coast, he says.

"From our standpoint, production 
went well and sales were better than 
anticipated volume-wise, although 
margins were squeezed for us and for 
the fishermen. There are two ways to 
go in a climate like this. You can raise 
prices or squeeze costs, but the strong 
dollar has taken away the upside, so 
we're squeezing."

As for 1985, Sandvik doesn’t see 
major changes. “We keep looking for 
the dollar to weaken, for the king crab 
to come back and for canned salmon to 
pick up." he says.

If Sandvik represents the point of 
view of a big Alaska processor, Ted 
Otness of Alaska Fresh speaks for a 
smaller company that was once en­
tirely dependent on crab. “Right now," 
he says, "my attitude is that the golden 
nugget won’t materialize so we have to 
be very cautious. We don’t have the 
luxury of being careless. We keep our 
eyes open for opportunities and try to 
capitalize when we see them."

“We’ve gone from a winter company 
to a summer company. We used to do 
king crab primarily, but now we're into 
salmon, halibut, Dungjness and black 
cod. The crab problems have made us a 
much broader company. Mavbe it’s a 
good thing, and we’re in it for the long 
term.

"Of course, it's no fun. We much 
more enjoyed being crab processors." 

AS/?7 / At Seawest Industries of Edmonds, 
(UfritUiMi  Washington./-Darryl Pedersen is a 

processor for whom the crab collapse 
has produced an unwelcome degree of 
financial stress. "Th'e intkistrwrhasn’t-
beetLahleto^djiisno- t f r  fenflfcondfm 
ic's .-.especially us  -:sTHlfi^hyA he-saysr- 
“Costs -a ro oc^igT^aqthddt:enpugh - 
vollirner^^feherm en are desperate 

-and 'they ~fiave-' tb'jemarid'- too thigh a
'price:----"The priKessojtivwdsjap.taking the 
■TinandSPTiiK''^ 
t-ently h asn Lwor ked^We speculate'and 
the market continualfycHw dirusrThe 

^ p q r t :  opportunities'are nil, and no t. 
only can't-we- export but.' the ŝtrong, 
dollar- forces" others:lo-exportf from 
theic countries jmp jh i^ o h e T ’’ ' 

WhdtrhuftST'Ke'says,-Is having high 
fixerf-cost facilities-  ̂operajm'ĝ 'JaV 20 
percent-^^nacim'when‘,n0b^y4ias:-:

. beeji-at^to-cutoj^ahjig'CQSts by 80 
percent^ ~Th«~-.markef. mas: become 
fractured and-., values have, changed, 
a ccordt ng‘ To "Ped erse nT  who' savs; 

' ‘-‘Price is the only: consideration now.

F i s h ern^Tan^^p^^sc^^fd^fO^hT^ 'ng stocks.
money, and'the.consumerdsxonyinied And, according to Nordby, there are 
he's payiPj^qp^uc^-:^s?̂ r'" signs that the main production area of
----- st. - _ bygone years —  Bristol Bay —  will
A I 3 S K 3  A l t e r n a t i v e  again yield a harvestable stock in 1985.

I^rJLhe.j^era^ors-of calcl^proce-s--—In the marketplace he says, after two 
sors, -1984 has: been-a transition year, years of steady price increases that

j■ . . -»r* • *rv_~ iaccording to Trans-Pacinc's Mike 
Nordby.intrabVthiiirhodeVf operation 
has': largely r̂eplaced fhe'shorebased 
industry'lh-Alaska,"and while the 
production declines have been severe, 
he says, there is also less competition in 
the marketplace for the companies 
whose vessels can pursue the remain-

constricted sales opportunities, prices 
have fallen sharply as failing shore- 
based companies have sold off their 
inventories. That development has its 
downside, he says, but the upside is 
increased demand not only at the 
restaurant level but among super­
markets that turned their backs on
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■ C ra tes o f ju s t-canned  sa lm on . Tuna 
p acke rs  cou ld  on ly  wish that their indus­
try w as a s  robust as the sa lm on  industry 
in 1984 .
king crab several years ago.

Throughout jhj&jransijtjon period, 
he says, *‘cateleprocessors Have. 
establish^'l^rns'§ves.as...the~dQmT^ nanffcree TfTprodu'ction and the most ' 
stable'-fbfce Tii’ the. market. We’ve 
withstood the resource declines, and 
now we look forward to rebuilding 
stocks and a market that shows 
renewed interest in the product."

The growing fleet of catcher-proces- 
sors also supports the growing produc­
tion of North Pacific whitefish, and 
Nordby describes more transitions 
under way in this segment of the 
industry. The market has been hit 
with "tremendous oversupplies" of 
fillet products, he says, with surging 
Canadian imports and the strong 
dollar at work, along with weakness in 
the European fillet and saltfish 
markets that has provoked all North 
Atlantic producers to target upon the 
U.S. consumer.

On the local scene, he comments, 
there has been an increase in Alaskan 
whitefish production as more players 
have entered the game, along with a

■ Cannery w orkers pack sa lm on . The 
A laska salm on industry was one  bright 
spot fo r p roce sso rs  in 1984 , and shou ld  
continue that way in 1985.
decline in Pacific cod abundance that 
has necessitated a shift in emphasis to 
Alaskan pollock, a resource that is vast 
but virtually unknown to the Ameri­
can consumer.

C a n a d i a n  C a l c u l a t i o n

Life is little simpler for Canadian 
processors today, says Pet'*" Browne of 
Quality Fish in Vancouver. "Our 
biggest problem is the strength of the 
U.S. dollar," he says, with the Cana­
dian dollar pegged to its U.S. counter­
part and other currencies weak.

"Our problem is exactly the same as 
that of U.S. processors," he continues 
—  the difficulty of exporting into 
Europe, Japan and other countries. “Of 
course," he says, “in salmon, the U.S. 
has an advantage because Alaska 
supplies 50 percent of the world’s 
salmon while we supply 13 percent so 
their unit costs are lower. As for 1985,1 
can’t speculate on currency values, 
although I hope the U.S. dollar weak­
ens, and falling interest rates should 
help.”

And so the bright spots are few and 
far between for processors along the 
entire coast. The name of the game is to 
cut costs, diversify and hope, and life 
can only get better for those who’ve 
been able to hang on.________
by John Sabella

36-2-1001 Udagaw a-cho, Shlbuya-ku, Tokyo, 150 Japan  ,
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S e n a t o r  F r e d  F. Z h a r o f f

A l a s k a  S t a t e  L e g is l a t u r e
P. O. B O X 405, K O D IA K , A LA SK A  99615 (907) 486-5259

D U R IN G  S E S S IO N :

PO U C H  V, JUNEAU, A LA SK A  99811 •  (907) 465-3473 •  485-3474 •  465-3844 (Labor and C om m erco C om r..,tteo) 

----------------------   DISTRICT N --------------------------------------------------  :----
ALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOl BAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA • PRIBILOF ISLANDS • SHUMAGIN ISLANDS

TO: Senator Arliss Sturgulewski
Chairman - Committee

FROM: Senator

DATE: March 27, 1985

RE: Senate Bill 11, "An Act relating to the fisheries business tax; and
providing for an effective date."

A number of concerns were expressed at the March 22 (last Friday) Resources 

Committee meeting regarding Senate Bill 11. My  staff has worked with y o u r  

staff and other interested parties in writing a committee substitute that 

attempts to resolve the concerns expressed by the committee members.

(1) The scope of the use of the tax credit has been narrowed. Page 1, Lines 
26 and 27.

(2) Approval must be granted by the Department of Revenue before a capital 

expenditure can be used to qualify for the credit. Page 1, Lines 28 and 29. 
Page 2, Line 1.

(3) Incentive is given for processors to get into the program and to 

diversify their equipment for maximum fisheries production. Page 2, Lines
3-5.

(4) Processors who are delinquent in their tax payments cannot receive the 
credit. Page 2, Lines 17-19.

(5) Departmental regulations are minimized. The Department of Revenue's 

initial task is to prepare the credit application form. Page 2, Lines 20 and 
2 1 .

(6) For the benefit of the department, clarifying definitions have been 
added. Page 3, 16-23.

(7) Fiscal note applies to after January 1, 1986. Effective date clause, 
Page 3, Line 26.



1. p. 2,,.line 17: Change person to fisheries business

2. p. 3, line 24; Add:

(12) A "tax delinquency" under this chapter is defined as one where the 
fisheries business tax is past due except for assessments which are in 
administrative or judicial appeal arising from an administrative action.

A m e n d m e n t s  to C SSB 11 (Resources)
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O r i g i n a l  s p o n s o r :  Z h a r o f f

I N  T H E  SEN iTE B Y  T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 11 ( R e s o u r c e s )

IN T H E  L E G I S L A T U R E  O F  T H E  S r.ATE O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  f i s h e r i e s  b u s i n e s s  tax; and

p r o v i d i n g  f o r  a n  e f f e c t i v e ,d a t e ."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  4 3 . 7 5 . 0 1 5 ( a )  is a m e n d e d  to r e ad:

(a) A  p e r s o n  e n g a g e d  in a f i s h e r i e s  b u s i n e s s  is l i a b l e  f o r  and 

s h a l l  p a y  the t a x  l e v i e d  b y  t h i s  s e c t i o n  on  t h e  v a l u e  o f  e a c h  of the 

f o l l o w i n g  f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  d u r i n g  t h e  y e a r  a t  t h e  rate 

set o u t  a f t e r  each:

(1) s a l m o n  c a n n e d  at a s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s  

[CANNERY] - f o u r  a n d  o n e - h a l f  p e r c e n t ;

(2) s a l m o n  p r o c e s s e d  b y  a s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s ,  

e x c e p t  s a l m o n  f o r  w h i c h  the t a x  is due u n d e r  (1) o f  th i s  s u b s e c t i o n ,  

a n d  a l l  o t h e r  f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  b y  a s h o r e - b a s e d  f i s h e r i e s  

b u s i n e s s  - t h r e e  p e r c e n t ;

(3) f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  b y  a f l o a t i n g  f i s h e r i e s  

b u s i n e s s  - f i v e  p e r c e n t .

* Sec. 2. A S  4 3 . 7 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

Sec. 4 3 . 7 5 . 0 1 8 .  F I S H E R I E S  B U S I N E S S  T A X  C R E D I T .  (a) A  f i s h e r i e s  

b u s i n e s s  is e n t i t l e d  to a c r e d i t  o f  n o t  m o r e  t h a n  50 p e r c e n t  o f  the 

b u s i n e s s  t a x  l i a b i l i t y  u n d e r  A S  4 3 . 7 5 . 0 1 5  f o r  c a p i t a l  e x p e n d i t u r e s  

m a d e  d u r i n g  t h e  t a x  y e a r  to i n c r e a s e  p r o d u c t  d i v e r s i t y ,  p r o m o t e  p r o­

d u c t i o n  e f f i c i e n c y  a n d  c a p a c i t y ,  or  i m p r o v e  p r o d u c t  q u a l i t y  at a 

s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s  f a c i l i t y  i n  t h e  s t a t e  if an  a p p l i c a t i o n

f or the c r e d i t  is a p p r o v e d  b y  the d e p a r t m e n t  i n  a d v a n c e  o f  t h e  c a p i t a l

-1- C S S B  1 1 (Res)
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e x p e n d i t u r e .

(b) A  f i s h e r i e s  b u s i n e s s  m a y  c l a i m  a c r e d i t  u n d e r  (a) o f  this 

s e c t i o n  f o r  a m a x i m u m  p e r i o d  o f  t h r e e  c o n s e c u t i v e  y e a r s .  A n  a p p l i c a n t  

f o r  the c r e d i t  m a y  e l e c t  to b e g i n  the t h r e e - y e a r  p e r i o d  w i t h  a n y  tax 

y e a r  f r o m  1986 t h r o u g h  1990.

(c) T h e  p o r t i o n  o f  a c a p i t a l  e x p e n d i t u r e  t h a t  e x c e e d s  the a m o u n t

e l i g i b l e  for a c r e d i t  u n d e r  (a) o f  this s e c t i o n  d u r i n g  a s i n g l e  tax

y e a r  m a y  n o t  b e  c a r r i e d  b a c k  to a p r i o r  t a x a b l e  y ear, b u t  m a y  be

c l a i m e d  as a c r e d i t  u n d e r  (a) o f  this s e c t i o n  f o r  a s u b s e q u e n t  tax

y e a r  w i t h i n  the t h r e e - y e a r  p e r i o d  e l e c t e d  u n d e r  (b) o f  this section. 

T a x  c r e d i t s  m a y  n o t  b e  a p p r o v e d  for m o r e  t h a n  100 p e r c e n t  of a c a p i t a l  

e x p e n d i t u r e .

(d) T h e  d e p a r t m e n t  m a y  n o t  a p p r o v e  a t a x  c r e d i t  u n d e r  (a) of 

t h i s  s e c t i o n  if (1) the p r o p e r t y  f o r  w h i c h  the c a p i t a l  e x p e n d i t u r e  w a s  

m a d e  w a s  the s u b j e c t  of a p r e v i o u s  c a p i t a l  e x p e n d i t u r e  b y  a n o t h e r  

t a x p a y e r  for w h o m  a c o r r e s p o n d i n g  t a x  c r e d i t  under' (a) of this s e c t i o n  

h a s  b e e n  a p p r o v e d ;  o r  (2) a p e r s o n  w h o  c l a i m s  a t a x  c r e d i t  u n d e r  (a) 

of this s e c t i o n  is d e l i n q u e n t  in the p a y m e n t  o f  a f i s h e r i e s  b u s i n e s s  

t a x  u n d e r  A.S 4 3 . 7 5 . 0 1 5 .

(e) T h e  d e p a r t m e n t  s h a l l  p r e p a r e  an a p p l i c a t i o n  f o r m  f o r  a 

c r e d i t  u n d e i  (a) of  this s e ction.

(f) T h e  d e p a r t m e n t  s h a l l  a p p r o v e  o r  d i s a p p r o v e  an  a p p l i c a t i o n  

f o r  a c r e d i t  u n d e r  this s e c t i o n  w i t h i n  60 days a f t e r  r e c e i v i n g  the 

a p p l i c a t i o n .

Sec. 4 3 . 7 5 . 0 1 9 .  T A X  C R E D I T  R E P O R T .  N o t  l a t e r  t h a n  the 60 th

l e g i s l a t i v e  day of e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  the D e p a r t m e n t  of

R e v e n u e ,  in c o n j u n c t i o n  w i t h  t h e  D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c

D e v e l o p m e n t ,  s h a l l  s u b m i t  to the l e g i s l a t u r e  a r e p o r t  o n  the f i s h e r i e s

b u s i n e s s  t a x  c r e d i t  p r o g r a m  u n d e r  A S  4 3 . 7 5 . 0 1 8 .  T h e  r e p o r t  s h a l l  

C S S B  1 1 (Res) -2-
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d e s c r i b e  the e x p e n d i t u r e s  f o r  w h i c h  a c r e d i t  w a s  c l a i m e d  d u r i n g  the 

p r e v i o u s  t a x  y e a r  and, i f  p o s s i b l e ,  the i n c r e a s e  in e m p l o y m e n t  a n d  

p r o c e s s i n g  c a p a c i t y  b y  t h e  f i s h e r i e s  b u s i n e s s e s  f o r  w h o m  t h e  c r e d i t  

w a s  a p p r o v e d .  R e p o r t i n g  u n d e r  this s e c t i o n  s h a l l  b e g i n  w i t h  t h e  f i r s t  

r e g u l a r  s e s s i o n  o f  the F i f t e e n t h  A l a s k a  L e g i s l a t u r e .

* Sec. 3. A S  A 3 . 7 5 . 130 is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(b) F o r  p u r p o s e s  o f  th i s  s e c t i o n ,  t a x  r e v e n u e  c o l l e c t e d  u n d e r  

AS A 3 . 7 5 . 0 1 5  f r o m  a p e r s o n  e n t i t l e d  to a c r e d i t  u n d e r  A S  A 3 . 7 5 . 0 1 8  

s h a l l  b e  c a l c u l a t e d  as if the p e r s o n ' s  t a x  h a d  b e e n  c o l l e c t e d  w i t h o u t  

a p p l y i n g  t h e  credit.

* Sec. A. A S  A 3 . 7 5 . 1 A0 is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(9) " c a p i t a l  e x p e n d i t u r e s "  i n c l u d e s  the p r i c e  p a i d  for

e q u i p m e n t  a n d  the c o s t s  o f  i m p r o v e m e n t s  m a d e  to d e p r e c i a b l e  p r o p e r t y ,  

b u t  do e s  n o t  i n c l u d e  e x p e n d i t u r e s  that a r e  d e d u c t e d  e n t i r e l y  for 

f e d e r a l  i n c o m e  tax p u r p o s e s  in  the y e a r  in w h i c h  t h e y  a c c r u e d  o r  w e r e  

paid; in this p a r a g r a p h ,  " d e p r e c i a b l e  p r o p e r t y "  h a s  the m e a n i n g  that 

s h a l l  b e  g i v e n  to it b y  the c o m m i s s i o n e r  of  c o m m e r c e  a n d  e c o n o m i c  

d e v e l o p m e n t ;

(10) " p r o d u c t  d i v e r s i t y "  m e a n s  the p r o c e s s i n g  o f  n o n t r a d i -  

ti o n a l  f i s h  or o t h e r  s e a f o o d  s p e c i e s  or p r o d u c e s ;

(11) " p r o d u c t  q u a l i t y "  m e a n s  the h a n d l i n g  of  f i s h  o r  o t h e r
* i

s e a f o o d  s p e c i e s  or p r o d u c t s  i n  o r d e r  to i n c r e a s e  p r o d u c t  s a l e s  or

va l u e .

* Sec. 5. A S  A 3 . 7 5 . 0 1 8 ,  A 3 . 7 5 . 0 1 9 ,  A3.75. 1 3 0 ( b ) , a n d  A 3 . 7 5 . 1  A O (9) are 

r e p e a l e d  J u n e  30, 199A.

* Sec. 6. T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1, 1986.

-3- CS SB  1 1 (Res)



B y  Zharoff

T o : _________________________________________S E N A T E  B I L L  No,

To:  H O U S E  B I L L  No, scs c s h b  58

P a g e :  2 L i n e :  17
Delete "exceeds the amount" and insert "is"

PAGE: 2 LINE: 18

After "section" insert "but is not claimed"

PAGE: 2 LINE: 19

Delete "may be claimed as" and insert "is available for the computation of"
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M E M O R A N D U M  M a y  10, 1986

V

SUBJECT: A m e n d m e n t  to f i s h e r i e s  tax c r e d i t  bi l l
(SCS CSHB 5 8 (Fin))

TO: S e n a t o r  F r e d  Z h a r o f f

FROM: E d w a r d  H. H e i n
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  is an a m e n d m e n t  to SCS CS H B  58 (Fin) that I 
d i s c u s s e d  w i t h  y o u r  assistant, K a r l  O h l s . The a m e n d m e n t  
w o u l d  c l e a r  up an a m b i g u i t y  in the c a r r y - o v e r  p r o v i s i o n  on  
p a g e  2, lines 17 - 21'. B o t h  the R e v i s o r  o f  Statutes, in m y  
office, a n d  S t eve K e t t e l  of the a u d i t  d i v i s i o n  of the 
D e p a r t m e n t  of Revenue, p o i n t e d  out the a m b i g u i t y  -- one 
w h i c h  w o u l d  i n v i t e  a l a w suit later on.

S u b s e c t i o n  ( c ) , as it c u r r e n t l y  reads, is u n c l e a r  about, 
e x a c t l y  w h a t  m a y  b e  c a r r i e d  o v e r  to a s u b s e q u e n t  tax year\ 
The a m e n d m e n t  m a k e s  c l e a r  that any p o r t i o n  of an e x p e n d i t u r e  
that is e l i g i b l e  for credit, but w h i c h  c a n ' t  all be  u s e d  in 
a si n g l e  tax year, is a v a i l a b l e  for u s e  in s u b s e q u e n t  tax 
years w i t h i n  the t h r e e - y e a r  p e r i o d  a l lowed. But the c a r r y­
over p r o v i s i o n  does n o t  a l l o w  the t a x p a y e r  to i n c r e a s e  the 
p e r c e n t a g e  of tax l i a b i l i t y  a v a i l a b l e  for credit, n o r  does 
it p e r m i t  the t a x p a y e r  to e x c e e d  the p e r c e n t a g e  of a c a p i t a l  
e x p e n d i t u r e  that is e l i g i b l e  for credit. It s i m p l y  all o w s  
the- t a x p a y e r  to s p r e a d  out the c r e d i t  o v e r  a t h r e e - y e a r  
p e r i o d ^  r a t h e r  th a n  h a v i n g  to lose e l i g i b l e  c r e d i t  b e c a u s e  
the t a x p a y e r  does n o t  h a v e  e n o u g h  tax l i a b i l i t y  to take the 
full a m o u n t  in a si n g l e  tax year.

E H H :m k r  
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