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"An Act relating to fisheries tax returns? and providing for an effective
date."
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TELEPHONE

(907) 586-1325 105 MUNICIPAL WAY, SUITE 301

JUNEAU, ALASKA 99801

MEMORANDUM

TO: Representative Henry Springer, Chair A
Members of the House Community and Regional
Affairs Committee

FROM: Scott A. Burgess, Executive Director
DATE: March 21, 1988

SUBJECT: HB 486 - Fisheries Tax Returns

The Alaska Municipal League strongly supports HB 486 - relating to
fisheries tax returns. Subsection (a) permits municipalities to
determine whether fisheries businesses operating within their
boundaries are properly reporting the location of their activities.
Inaccurate or improper reporting of location adversely affects the
entitlement of an affected municipality to its share of the fisheries
license tax.

Subsection (b) is extremely important to municipalities that levy sales
and use taxes on the sale or use of fisheries products. It provides an
enforcement mechanism that will provide enforcement information to both
the state and the municioality without violating the purpose for which
the confidentiality of tnese records was established. The practice of
taxing jurisdictions of exchanging taxpayer information for enforcement
purposes is well established and should be extended to this situation.

I have enclosed a related resolution adopted by the AML membership at
our annual conference in November. The resolution supports the need to
share fisheries tax information between the State and municipalities.
It also request adequate funding for the Department of Fish and Game to
properly collect, report, and manage fish ticket information.

The AML strongly supports HB 486.

Thank you.

SAB :phi

Enclosure

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-8
A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw fish tax is a critical source
ofdrevenue for the local municipalities and the State of Alaska,
an

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

. WHEREAS, the municipalities would provide considerable infor-
mation and assistance to the Department of Revenue if given the
opportunity, and

\WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of the
processor information and agree to treat the information as confi-
dential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been P_rocessed for several months, which means
?ﬁ_ca%ph verlglcatlon or fish tax verification is taking place at

is time, an

WHEREAS, this information is critical for both mana?_ement of
the|| fItS_h resource and accurate management of the fish  tax
collections;

NOW, THEREFORE, BE IT RESOLVED b{ the Alaska MummPal_ League
that Governor Cowper and the Alaska Legislature adopt [egislation
to fund adequate staff positions within “the Department of Fish and
Game to properly manage. the information provided on the fish
tickets for all Species” in a timely manner to allow verification
and quality information, to the municipalities and an accurate
accounting” for the raw fish tax.

Adopted this 13th day of November 1*387

ATTEST:/
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STATE OF ALASKA BILL VERSION: HB 486
1988 LEGISLATIVE SESSION PUBLISH DATE: P/22/88

FISCAL NOTE

REQUEST:

Revision Date: Agency AfFected:Revenue
Title:An Act relating to fisheries tax BRU:Income and Excise Audit
returns; and providing for an eff. date.

SponsonHerrman. Cato. Davidson. Ulmer Components:.

Requestors & R A and Resources

EXPENDITURES/REVENUES: (Thousands of Dollars)
I FY 88 I FY 89 I FY 90 I FY 91 I FY 92 I FY 93

OPERATING
PERSONAL SERVICES 1
TRAVEL .5 .5 .5 .5 .5
CONTRACTUAL .5 .5 .5 -5 .5
SUPPLIES
EQUIPMENT

LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOQUS

TOTAL OPERATING | 1.0 | 1.0 | 1.0 | 1.0 | 1.0
1 CAPITAL 1 - 1 - 1 - 1 - 1 - 1 -
1 REVENUE i 1 - 1 - 1 - 1 - 1 -

FUNDING: (Thousands of Dollars)

GENERAL FUND I 1.0 | 1.0 | 1.0 I 1.0 I 1.0
FEDERAL FUNDS 1 - 1 - 1 - 1 - 1 -
OTHER 1 - 1 - 1 - 1 - 1 -
TOTAL

POSITIONS:

| FULL-TIME

| PART-TIME

1 TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Steven E. Kettel. Pirectoi”]j Phone: (907) 465-2320
Division: Income and Excise Aud,rt JTfojsjonX” Date: February 22. 1988
Approved by Comml ssioner;~""/ //* - Date:
Agency: //

/

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of
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fere A k‘i [kl\/'ll k STEVE COWPER, GOVERNOR
o
BKPAITITME3JT OF HEVEINUE STATE OFFICE BUILDING
P.O. BOX SA

JUNEAU, ALASKA 99811-0400

March 10, 1988

Honorable Heinrich Springer

House Community & Reglnal Affairs Committee
Court Building, Room 603

P.0. Box V

Juneau, Alaska 99811

Dear Representative Springer: Subject: Analysis & Support for HB486

Present Alaska law prohibits the Department from sharing
confidential tax Information with the general public, other state or
local governmental agencies or the legislature. Also, the statutes
governing the fisheries business (raw fish) tax provides that the State
will share up to 50% of that tax with the communities In which the filsh
are processed. To many communities, this 1s a significant source of
revenues, and borough managers are becoming Increasingly Interested 1n
whether they are receiving their fair share of the flsh tax.

Often times, these cities have Information concerning the processors
that enter their jurisdiction and process fish, and 1n some Instances,
they possess detailed Information concerning the amount or value of fish
processed. With this Information 1n hand, these managers have desired to
share 1t with the Department to Insure that the State®s flsh tax is being
reported correctly and that their municipality 1s being properly credited
for revenue sharing purposes. Prohibition against disclosure at the
state level has frustrated city and state administrators alike 1n their
efforts to collect all taxes due and properly share them among the
effected communities.

HB 486 provides a mechanism for the Department of Revenue to share
sufficient Information with municipalities to allow for enhanced

compliance with the new flsh tax law at both the state and local level,
while continuing to protect the sensitive Information on the tax return.
The Department of Revenue supports this legislation. The proposal

applies to the following two classes of Information and two classes of
municipalities.

l. City/Boroughs which do not levy a tax on fish resources
processed 1n their jurisdiction may request and receive from the
Department only the names of the fisheries businesses which have reported
fish processing activities for that city or borough on the State®s f1lsh
tax returns. No financial Information contained 1n the return will be
disclosed.

04-D4LH



THIS DOCUMENT
HAS BEEN REPHOTOGRAPHED
TO ASSURE LEGIBILITY



(JTT) hb ~

STATE OF ALASKA GILL VERSION: HD 486

1988 LEGISLATIVE SESSION PUBLISH DATE: 2/22/88
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected:Revenue

Title:An Act relating to Fisheries tax BRU:Income and Excise Audit

returns: and providing for an efF date.

Sponsor:Herrman. Cato. Davidson. Llmer Components:.

Requestors & R A and Resources

EXPENDITURES/REVENUES: (Theisanc ; of Dollars)

1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 1 FY 93
OPERATING 1 1 1 1 1 1
PERSONAL SERVICES 1 - 1 - 1 - 1 - 1 - 1 -
TRAVEL 1 - 1 -5 1 .5 ! .5 501 .5
CONTRACTUAL 1 - ! .5 | 51 -5 1 -5 1 .5
SUPPLIES 1 - 1 - 1 - 1 - 1 - 1 -
EQUIPMENT 1 - 1 - 1 - 1 - 1 - 1 -
LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1 - 1 -
GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 - 1 -
MISCELLANEOUS J 1 - 1 - 1 - 1 - 1
TOTAL OPERATING 1 - | .0 | .0 | .0 | .0 | .0
1 CAPITAL i - 1 - 1 - 1 - 1 - 1 -
1 REVENUE i - 1 - 1 - 1 - 1 - 1 -
FUNDING: (Thousands of Dollars)
1 GENERAL FUND 1 - 1 1.0 1 1.0 1 1.0 1 1.0 | 1.0
| FEDERAL FUNDS 1 1 - 1 1 1 1 -
| OTHER 1 1 - 1 1 1 1 -
1 TOTAL 1 1 - 1 1 1 1
POSITIONS:
| FULL-TIME 1 - 1 0 | 0 1 0 1 0 1 0
| PART-TIME 1 - 1 - 1 1 1 1 —
1 TEMPORARY 1 - 1 _ 1 1 1 1
ANALYSIS: (Attach a separate page if nece/”"ary)
Prepared By: Steven E. Kettel, Pirector”™." Phone: (907) 465-2320
Division: Income and Excise Aud,rt JTTyjsjonX""" Date: February 22. 1988
Approved by Commissioner Da te:
Agency: TZ1
/ /7
Distribution (by preparer): 1

Legislative Finance
Legislative Soonse
Requestor

Office of f4anagement and Budget

Impacted Agency(ies) page of



HB 486 Analysis Prepared By: Steven E. Kettel
Income & Excise Audit

February 22, 1980

Travel

Regulation Hearing Travel to Anchorage $.5

Contractual

Regulation Advertising/Printing
Exchange of Information Forms
Postage
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DEPARTMENT OF REVENUE / state office building
P.O. BOX SA

! JUNEAU, ALASKA 99811-0400

March 10, 1988

Honorable Heinrich Springer

House Community & Reglnal Affairs Committee
Court Building, Room 603

P.0. Box V

Juneau, Alaska 99811

Dear Representative Springer: Subject: Analysis & Support for HB486

Present Alaska law prohibits the Department from sharing
confidential tax Information with the general public, other state or
local governmental agencies or the legislature. Also, the statutes
governing the fisheries business (raw flsh) tax provides that the State
will share up to 50% of that tax with the communities 1n which the flsh
are processed. To many communities, this 1s a significant source of
revenues, and borough managers are becoming increasingly Interested 1n
whether they are receiving their fair share of the flsh tax.

Often times, these cities have Information concerning the processors
that enter their jurisdiction and process flsh, and 1n some Instances,
they possess detailed Information concerning the amount or value of fish
processed. With this Information in hand, these managers have desired to
share it with the Department to Insure that the State®"s flsh tax 1s being
reported correctly and that their municipality 1s being properly credited
for revenue sharing purposes. Prohibition against disclosure at the
state level has frustrated city and state administrators alike 1n their
efforts to collect all taxes due and properly share them among the
effected communities.

HB 486 provides a mechanism for the Department of Revenue to share
sufficient information with municipalities to allow for enhanced
compliance with the new flsh tax law at both the state and local level,
while continuing to protect the sensitive Information on the tax return.
The Department of Revenue supports this legislation. The proposal
applies to the following two classes of Information and two classes of
municipalities.

l. City/Boroughs which do not levy a tax on flsh resources
processed 1n their jurisdiction may request and receive from the
Department only the names of the fisheries businesses which have reported
flsh processing activities for that city or borough on the State®"s fish
tax returns. No financial Information contained 1n the return will be
disclosed.



1. Cltv/Boroughs which lew a filsh tax on the value of

flsh processed in their jurisdiction may request the Department
to verify that values reported on their tax returns are
substantially the same as values reported on the State"s

return. If the values are not the same, the Department will
give the municipality a copy of the State tax return, provided
the municipality safeguards the Information and uses 1t only
for tax collection purposes.

Sincerely,

Steven E. Kettel

Ol rector

Income & Excise Audit
(907) 465-2320

cc:Rep. Adelheld Hermann



Alaska ™»tate legislature

ARUSS STURGULEWSKI, Chairman P.O BOXV
TIM KELLY. Vice Chairman JUNEAU, ALASKA 99811
RICK HALFORD (907) 465-4989
MIKESZYMANSKI

FREDZHAROFF

Senate

Commumtp antr Regional 3ffairE Committee

February 17, 1988

TO: Senate Community and .Regional A ffairs Committee Members
FROM: Senate C&RA StaffrVijM

RE: SB 385 "An Act relating to fisheries tax returns; and

providing for an effective date."

SB 385 would allow the Department of Revenue to share
confidential information regarding raw fish tax with
municipalities under certain circumstances.

Senator Zharoff will be at the committee to explain the bill as
will representatives of the Department of Revenue. The
Department of Revenue supports the bill. A fiscal note and good

analysis from the department is in the packet.

Also included in the packet is a memo and sectional analysis from
Senator Zharoff, a letter and resolution in support from the
Alaska Municipal League, a letter and resolution of support from
the Southwest Alaska Municipal Conference, and a copy of the
existing relevant statutes.



STATE OF ALASKA
1988 LEGISLATIVE SESSION

REQUEST:

Revision Date:

BILL VERSION: SB 385

PUBLISH DATE: 2/2/88
FISCAL NOTE

Agency Affected: Revenue

Title: “An Act
returns:
Sponsor:
Requestor:

ZharofF.
C & RA.

Binkley. Fischer,
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OPERATING J
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Division:
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Office of Management and Budget
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SB 385 Analysis Prepared By: Steven E. Kettel
Income and Excise Audit
February 3, 1988

Travel
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ANALYSIS OF SB 385

Prepared By: Steven E. Kettel
Income and Excise Audit Division
February 3, 1988

Present Alaska law prohibits the Department from sharing confidential
tax Information with the general public, other state or local
governmental agencies or the legislature.

Also, the statutes governing the fisheries business (raw fish) tax
provides that the State will share up to 50X of that tax with the
communities 1n which the fish are processed. To many communities, this
is a significant source of revenues, and with the decline in municipal
assistance funding programs, many city and borough managers are becoming
increasingly interested in whether they are receiving their fair share of
the fish tax.

Often times, these cities have information concerning the processors
that enter their jurisdictions and process fish, and in some instances,
they possess detailed information concerning the amount or value of fish
processed. With this information in hand, these managers have desired to
exchange this information with the Department to insure that the State"s
fish tax is being reported correctly and that their municipality is being
properly credited for revenue sharing purposes. Prohibition against
disclosure at the state level has frustrated city and state
administrators alike in their efforts to collect all taxes due and
properly share them among the effected communities.

SB 385 provides a mechanism for the Department of Revenue to share
sufficient information with municipalities to allow for enhanced
compliance with the new fish tax law at both the state and local level.
The law applies to two classes of information and two classes of

municipalities.

I. City/Boroughs which do not levy a tax on fish resources processed
in their jurisdiction may request and receive from the Department only
the names of the fisheries businesses which have reported fish processing
activities for that city or borough on the State"s fish tax returns. No
financial information contained in the return will be disclosed.

Il. City/Boroughs which levy a fish tax on the value of fish
processed 1in their jurisdiction may request the Department to verify that
values reported on their tax returns are substantially the same as values
reported on the State"s return. If the values are not the same, the
Department will give the municipality a copy of the State tax return,
provided the municipality safeguards the information and uses it only for
tax collection purposes.



Senator Fred F. Zharotffef

A laska State Legislature
S ,-M
P.0. BOX 405, KODIAK. ALASKA 99615  (907) 486-5259

DUHING SESSION:
P.O. BOX V. JUNEAU ALASKA 99811 « (9071 465-3473 » 465-3474

"eJFLI
DISTRICT N
ALASKA PENINSULA <« ALEUTIAN CHAIN <« BRISTOL HAY + KODIAK ISLAND ¢ LAKE CLARK/LAKE ILIAMNA -« PRI8|LOF ISLANDS - SHUMAGIfL ISLANDS
MEMORANDUM
T0: Senator Arliss Sturgulewski

Chair
Senate Community and Regional .Jfffairs Committee

FROM: Senator Fred F. ZharoTAA?A'

DATE: February 3, 1988

RE: Senate Bill 385 - "An Act relating to fisheries tax returns; and
providing for an effective date."

| respectfully request that SB 385 be scheduled for consideration at the
Senate Community and Regional Affairs Committee's earliest convenience.

SB 385 allows municipalities to have access to specific fisheries tax
information — now held confidential by the DeP_artmelnt of Revenue — so the
municipalities can obtain the names of all the fisheries businesses that have
filed returns for fish processed within their boundaries and verify that the
municipalities received the correct amount from the collection of" their own
fish taxes.

3

SB 385 was introduced in response to local (%overnment complaints there was no
way _to independently check and confirm that the local governments have
received all the fish tax funds they are entitled to receive. ~ Under 43.75.130
(Refund to local %overnments), the state provides the municipalities with 50
Bercent_of the state fish taxes collected from fish processed within mumm]pal
oundaries. ~ The funds are distributed in lump sum payments. he
municipalities, however, cannot find out which fisheries buSinesses this
revenue came from and if it, in fact, includes every business that actually
processed fish within its boundaries. This is Rartlcularlly critical in the
case of mobile floating processing vessels, which frequently move in and out
of municipal boundaries.

In addition, SB 385 would allow municipalities and the state to check to see
if they are both collecting taxes on the same number of pounds of fish,

The Dbill would be of benefit to the Department of Revenue, in that the
munlplﬁalltles would be in a position to assist the department in enforcing
the fish tax statutes.

Background information for SB 385 is attached, as follows:

1. Sectional analysis.



Memo to Sen. Sturgulewski - page 2

2. Resolution of support from the Southwest Alaska Municipal
Conference, passed March 1, 1987.

3. Letter from Mr. John Levy, executive director of the Southwest
Alaska Municipal Conference, to my staff describing the problem
(see page 2), dated April 13, 1987.

4. Resolution addressing the problem from the Alaska Municipal
League, dated Nov. 13, 1987.

5. Fisheries Tax statutes.



Senator Fred F. Zharotftffef

118i—-VE Txg Alaska State Legislature
B« i . P.0. BOX 405, KODIAK. ALASKA 09615  (907) 466-5259
itf DURING SESSION:
P.0. BOX V, JUNEAU ALASKA 99811 « (907) 465-3473 « 465-3474
" TLr#
DISTRICTN =---mmmmmmmmme

ALASKA PENINSULA <« ALEUTIAN CHAIN < BRISTOL BAY + KODIAK ISLAND =« LAKE CLARK/I -t .MAMNA + PRIBILOF ISLANDS « SHUMAGIN ISLANDS

SECTIONAL ANALYSIS

Senate Bill No. 385 — "An Act relating to fisheries tax returns; and
providing for an effective date."

SECTION 1
43.75 (Fisheries Taxes) is amended to add a new section.
43.75.133: PROVISION OF INFORMATION TOMUNICIPALITIES.

(a) Allows the Department of Revenue, upon written request, to
furnish a mayor, manager, or administrator with alist of all
the fisheries businesses that have filed tax returns in which
they listed the municipality as a location where the_¥ processed
fish. This would allow amunicipality. to  checkits records
a(TJalnst state records to determine if "it collected taxes from
all the processors that processed fish within its boundaries.
This provision would be particularly helpful to municipalities
In k_ee_plnﬁ track of mobile floating processors. In adadition,
municipalities would be able to inform the department ahout
floating processors theY know operated within their boundaries,
but for which the department has no record.

(b) Requires the department — upon written request by the mayor,
manager, or administrator of a municipality — to verify from
its records the amount of fisheries tax levied or collected by
the municipality. If the amounts are not substantially the
same, the 'mayor, manager, or administrator can inspect or
obtain copies ‘of the tax returns in question in_order to use
them for ‘the purpose of tax collection only. The department
does not need to  provide this information unless it s
satisfied the municipality provides adequate safeguards to
protect the confl_dentlallty of the tax returns. "Substantially
the same" is defined as the amounts (values) being "equal or
the variance between them does not exceed one percent of the
greater value.

SECTION 2
APPLICABILITY.

43.75.133 only aﬁplies to fisheries business tax returns filed
after December 31, 1986. This saves the Department of Revenue



SB 385 sectional analysis - page 2

the time and expense of researching requests for information
from its old tax return files.

SECTION 3
Immediate effective date.
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¥y MUNICIPAL M tn fflliB M
TELEPHONE
(907) 586-1325 e jiaite-~" 105 MUNICIPAL WAY, SUITE 301
JUNEAU, ALASKA 99801
MEMORANDUM
TO: Senator Arliss Sturgulewski, Chair

Members of the Community and Regional Affairs Committee
FROM: Scott A. Burgess, Executive Direct
DATE: February 17, 1988

SUBJECT: SB 385 - Fisheries Tax Returns

The Alaska Municipal League strongly supports SB 385 - relating to
fisheries tax returns - Subsection (&) permits municipalities to
determine whether fisheries businesses operating within their
boundaries are properly reporting the location of their activities.
Inaccurate or improper reporting of [location adversely affects the
entitlement of an affected municipality to its share of the fisheries
license tax.

Subsection (b) is extremely important to municipalities that levy sales
and use taxes on the sale or use of fisheries products. It provides an
enforcement mechanism that will provide enforcement information to both
the state and the municipality without violating the purpose for which
the confidentiality of these records was established. Tie practice of
taxing jurisdictions of exchanging taxpayer information “or enforcement
purposes 1is well established and should be extended to this situation.

I have enclosed a related resolution adopted by the AML membership at
our annual conference in November. The resolution supports the need to
share fisheries tax information between the State and municipalities.
It also request adequate funding for the Department of Fish and Game to
properly collect, report, and manage fish ticket information.

The AML strongly supports SB 385.

Thank you.

SAB :phi

Enclosure

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIC AL ASSOCIATION OF COUNTIES



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-8
A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw  fish tax is a critical source
ofdrevenue for the local municipalities and the State of Alaska,
an

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

. WHEREAS, the municipalities would provide considerable infor-
mation and assistance to the Department of Revenue if given the
opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of the
processor |nformation and agree to treat the information as’ confi-
dential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been P_rocessed for several months, which means
rgg_ca%ch vernalcatlon or fish tax verification is taking place at

Is time, an

WHEREAS, this information is critical for both management of
the|| fItSh resource and accurate management of the fish  tax
collections:

NOW, THEREFORE, BE IT RESOLVED b{ the Alaska Mun|C|Pa|_ League
that Governor Cowper and the Alaska [egislature adopt [egislation
to fund adequate staff positjons within ‘the Department of Fish and
Game to properly manage. the information provided on the fish
tickets for all species™ in a timely manner to allcw verification
and quality information, to the niunicipalities and an accurate
accounting” for the raw fish tax.

Adopted this 13th day of November 10R7

Ge . .

ScoCC"A. Burgess, ExecTitive Director



£ > SOUTHWEST ALASKA

MUNITCIPAL CONTFERENTCE
Box 89 . Unalaska . Alaska 99685

April 13, 1987

Carl Ohs
c/o Senator Fred Zharoff
Senate District N

Pouch V
Juneau, Ak. 99801

Dear Carl,

Thank you for meeting with Wayne, Lamar and | lastweek onissues of
concern for the Southwest Municipal Conference. Youasked that I13end
you a summary of the main points.

You will recall that our discussion focused on four themes,

1. Fish Tax

2. Confidentiality

3. Monitoring

4. Observer Program
Fish Tax
At the annual spring meeting in Dillingham, the Southwest Municipal
Conference delegates resolved to work with legislators to develop a
fish tax program that structurally benefits municipally-located
processors regardless of fishery. Delegates cited the importance of
shore-based and near shore-based plants for local economies.

Specifically, delegates proposed the following tiered structure.

Onshore Processors 3X
Floating Processors Within Municipal Boundaries ... 57.
Processors Outside of Municipal Boundaries ... 87.
The Conference asks that this tax policy be managed to allow
municipalities to retain the same percentage they presently receive in
shared taxes for operations within municipal boundaries. The State will
receive an increase in revenues from higher tax rates on processors

operating outside municipal boundaries.

Our goal is to have legislatiorj®.introduced this Session that addresses
the above-listed structure. 4«n*&e- Research could analyze the legisla-
tion during the interim. Modified to reflect their recommendations we
would work toward passing a bill next Session.

Phone (907) 581-1251, 581-1357



Confidentiality

Many municipal officials complain about the veil of secrecy surrounding
fish processing records. Lacking access to these records, municipali-
ties cannot verify processors' production records. It would be in the
State's interest to share these records with municipalities so that we
can assist the State in its collection of unreported/underreported
taxes. Local officials repeatedly testified to the discrepancies in

collections within their jurisdictions.

Some argue that if municipalities had access to records it would
jeopardize the competitive edge that some processors enjoy. As munici-
pal officials we frequently handle issues sensitive in nature. Our
public's trust hinges on ensuring the confidentiality of these issues
and records. We do not foresee a danger to any firm's records being

made public.
The Southwest Municipal Conference is requesting your assistance to:

1. Authorize the Department of Revenue to share information on
fish tax collected per processor with municipalities.

2. Require the Department of Revenue to work cooperatively with
municipalities in verification and collection of raw fish
tax. The Conference supports giving the Department of Revenue
the option to allow the municipality to assume collection
duties within municipal boundaries. This option would include
provisions for the municipality to retain a reasonable fee to
cover costs.

3. Fund adequate Alaska Department of Fish and Game staff posi-
tions to analyze fish tickets in a timely manner for all
species. This link in the system s essential to ensure

accurate accounting of the raw fish tax.
Monitoring

Southwestern communities fear that bottomfish resources could be devas-
tated through lack of proper data analysis, monitoring and observation.
Although many of the management aspects of this industry are federal,
the State must work with the Federal government so that the future of

pollock and cod is not negotiated for concessions in other
international trading issues. We understand that millions of dollars
may potentially go uncollected. This figure is the difference between

what Fish and Game estimates is actually processed and what Revenue
reports is collected.

Observer Program

Southwest Conference delegates continue to support a required domestic
observer program. Conference recommendations include:

1. The State commit $1.4 million in FY88 State share of Fish
Business Tax receipts to fund the domestic observer program
recommended by the Department of Fish and Game.



2. The State approach private and public bodies to assist in
funding this program for the future. This includes supporting
fishermen's efforts to form a non-profit-organization that
can contribute funds for an observer program by using State
taxing authority to collect assessments on fishermen.

3. The State contract with private groups, such as the Southwest
Municipal Conference, to operate and manage the domestic
observer program.

4. The Stateinclude The Southwest Municipal Conference on any
advisory board that may be established to monitor the
observer program.

You indicated that the Attorney General ruled that any observer program
must hire state employees under A.P.E.A. We ask that Senator Zharoff
work with the Governor and the Department of Law to come up with a
legal, affordable program.

I f you would like further information on the Southwest Municipal
Conference or our position on various issues call President Paul Fuhs
at 581-1357, I may be reached at 640 W 36th Ave., #4, Anchorage 99503

or 562-1400.

cc: Southwest Municipal Conference Executive O fficers
Rep. Cliff Davidson
Rep. Adelheid Herrmann
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S OUTHWEST ALASKA

MUNITCIPAL CONTFERTENTCE
Box 89 . Unalaska . Alaska 99685

RESOLUTION 37-06

A RESOLUTION OF THE SOUTHWEST ALASKA MUNICIPAL CONFERENCE
CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw fish tax is a critical source
of revenue for the local municipalities and the State of
Alaska', and

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

WHEREAS, the municipalities would provide considerable
information and assistance to the Department of Revenue if
given the opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of
the processor information and agree to treat the information
as confidential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been processed for several months which
means no catch verification or fish tax verification is taking
place at this time, and

WHEREAS,- this information is critical for both management
of the fish resoucre and accurate management of the fish tax
collections, now

THEREFORE, BE IT RESOLVED by the Southwest Alaska Municipal.
Conference that Governor Cowper and the Alaska. Legislature
adopt legislation to:

1. Authorise the Department of Revenue tr. share the
confidential information of fish tax collected per
processor to be treated as confidential information
exempt from public disclosure by the local munici-
palities.

Phone (907) 581-1251, 581-1357



Southwest Alaska Municipal Conference
Resolution 87-06

Page two
Require the Department of Revenue to work coopera-
tively with local municipalities in verification
and collection of raw fish tax including the option
for a local municipality to assume the collection
duties within their municipal boundaries and retain
a reasonable administrative fee to cover the cost
of collection.
Fund adequate staff positions within the
Department of Fish and Game to properly manage
the information provided on the fish tickets for
a.ll species in a timely manner to allow
verification and quality information to the
municipalities and an accurate accounting for the
raw fish tax.

APPROVED AND ADOPTED this _Jtl— day of

1937.

Patf/i Fuhs, president
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1V. |Vr»on

1. CENERAL CONSICHERATION

No exemption for domestic Interna-
tional sales corporations. - While AS
43 20.036(c) of the Alaska Net Income Tux
Art expressly permits taxpayers to npplv
their federal domestic international sales
corporation exemption in calculating the
income tax payable under AS 43 20. there
is no similar provision carrying the ex—
emption over to taxes under this chapter.
State. Dep"t of Revenue v. Alaska Pulp
Am .Inc .Sup Ct.O0p No 2735 "Kile N«*
6583. 65941. 674 P.2d 268 (19M»

This chapter, as opposed to the Alaska
Net Income Tax Act. AS 43 20. contain*
no provision giving special tax treatment
to domestic international sales corpora—
tions, and the court will not create one
Slate. Dep T of Revenue \ Alaska Pulp
Am ,Inc., Sup. L"t.0p No. 2735 (Kile No*
6583. 6594). 674 P.2d 268 (1983).

Il. BUSINESS.

Gain, profit or benefit. - ™Business””
is more broadly defined in paragraph 111
of this section than merely “or-profit” ac—
tivity; the definition also includes all ac—
tivities undertaken for financial gain or
benefit, even where the pos: ity of ac—
tual profits ii foreclosed. Williams v. BP
Alaska Exploration, Inc., Sup. Ct. Op No
2767 iFile No. 7035), 677 P 2d 236 (1983).

Efficiency ofoperation and promotion of
goodwill provide ddcquate benefit to the
taxpayers so that the underlying activity
can lie found to Iw a business activity
Williams v. BP Alat-ka Exploration, Inc.,
Sup. Ct. Op No 2767 (FileNo 7035), 677
P 2d 236 (19831.

Bookkeeping, banking, receiving
commissions and declaring dividend*
constitute corporate “business™ within the
mlate State, Dep"t of Revenue v. Alaska
Pulp Am., Inc.,Sup. Ct. Op No 2735 (File
Noa. 6583, 6594), 674 P.2d 268 (1983).

Operators of oil, gns, and mineral
leases reimbursed for operating costs by
nonoperating cointcrcsl holders were en—

gaged in business, as that term isdefined
in paragraph 111 of this section Williams
v BP Alaska Exploration. Inc.Sup Ct.
Op No 2767 (FileNo 7035). 677 P 2d 236
i1953)

Subsidiary engaged In business. -
Where a group of parent corporations cre—
ated a close corporation that operated at
cost as the venture manager for the con—
struction and operation of the Trans-
Alaska Pipeline System, the subsidiary3
receipts were taxable under this chapter,
even though the subsidiary itselfmade no
profit Alyeska Pipeline Serv. Co. v. Wil —
liams. Sup Ct. Op. No. 2861 (File No
78901. 687 P.2d 323 (1984).

111. GROSS RECEIPTS.

Editor*s notes. - The cases annotated
U*low were decided before the 1987 repeal
of AS 43.70.110*2), which dpfmcd "gross
receipts.”

Gross receipts. - See alsonotes under
cutchline- “"Percentage of gross receipts
tax." Notes to Decisions. AS 43.70 030.

Reimbursements to subsidiary for
construction expenses. - Reimburse—
ment toa subsidiary operating as venture
manager in the construction of the Trsni-
Alaska Pipeline System for out-of-state
expenses incurred as part of the pipeline
project fallswithin the definition of Qross
receipts.” and neither the commerce
clause nor the due process clause of the
federal constitution prevent the stale
from taxing the subsidiary3 gro«s re—
ceipts. Alyenka Pipeline Serv. f'n. v. Wil —
lians. Sup. Ct Op. No. 2861 (File No
78901. 637 P.2d 323 (19841.

Where a subsidiary owned by a consor—
tium of oil companies that operated as
venture manager of the Trans-Alaska
Pipeline System was reimbursed by the
parent corporations for expenses incurred
in construction of the pipeline system, the
reimbursements were grow receipts under
paragraph (2); the subsidiary was distinct
from the parent corporations ond wus not
a mere conduit. Alyeska Pipeline Serv.

t\

1" (HIM),
Ielinlttiramf*Hla under lcaa* 4ifrf«
Htlotf Mgrremrnla. — ItrinilHirwuitrnU la

operators ofoil, gas and mineral !em*» by

iioMoperating colnlereft holder* for costa
incurred In managing, exploring and de—
veloping the Irnsc* were “§rins receipts,*
tumble under former AS 43.700.10ui.

Williams v. BP Alaska Exploration, Inc.,

Sup. Ct. Op No. 2767 (FileNo 7035), 677

p.2d 236 (1983).

Although certain reimbursable expen—
ditures took place out of Alaska, reim—
bursements to operators of oil. gaa and
mineral lease* for these expenditure*
were properly included in calculating
grow receipts under paragraph (2) of this
section since the lirense tux was levied
against money received from
nonoperalors in Alaska under Alaska op—
erating agreements. Williams v. BP
Alaska Exploration, Inc, Sup. Ct Op. No.
2767 (File No. 7035), 677 P.2d 236 (19831.

Revenues received by a broadcast—
ing company for the in state activity of
broadcasting network television programs
were taxable under former percentage-of-
gross-receipts tax as "grow receipts”>from
sources in the state. Slate, Dep Tof Reve —
nue v. Northern TV, Inc., Sup. Cl. Op. No.
2723 (File Nos. 7037, 70641. 670 P 2d 367
(19R3).

The sale of “air time" - the broadcast—
ing of network television programs in
Alaska for compensation - constituted a
sale of "goods™ within the meaning of this
section, snd any compensation received
constituted ross receipts” subject to tax—
ation. Slate, Dep Tof Revenue v Northern
TV. Inc..Sup. CL Op No 2723 (File Nos.
7037, 7064), 670 P.2d 367 (1983).

Dividends and commissions are in—
cluded in "gross receipts " Stale Dep T of
Revenue v Alaska Pulp Am., Inc . Sup.

Mnnry received tram th* ««le id row- ST]_
fttwrllun M]til|[MHv«lt shmtM h# Inrlitrird
In “gross receipts” where the taxtieyer Is
engaged In the "business" of construction;
Iht construction equipment wild wsa ueed
in connection with that hualnras; a con—
tract provision requiring the taipiyrr to
Mil ail of ila tools, equipment nnd prop—
erty upon completion of itswork indicates
that the sale of this equipment was con—
templated as psrt of the taxpayer™s nor—
mal business; snd the sale of construction
equipment at the end of the equipment s
useful life is the normal practice of the
taxpayer. Green Corutr Co. v. Stale.
Dep T of Revenue, Sup. Ct Op. No. 2737
(File No. 70221. 674 P2d 260 (1983)

Agents. — The exemption provided for
“agenla™ in paragraph (2) of this section is
intended to apply to persons working on
commissions as sales agents for compa—
nies that are engaged in the retail salea
business and pay taxes under this chapter
on the volume of business done Green
Conslr Co v. State. Dep T of Revenue.
Sup CL Op. No 2737 iFile No 70221. 674
P.2d 260 (1983).

There is no indication that the exemp —
tion for agents is intended to apply tocon—
tractors working on the standard "cost-
plus fixed fee" construction contract
Green Conslr. Co. v Slate. Dep tofReve—
nue. Sup. Cl. Op. No. 2737 (FileNo 70221
674 P 2d 260 119831.

IV. PERSON.

Affiliated corporation, even ifcom—
monly owned and managed, are sepa—
rately taxable under this chapter. Stale.
Dep T of Revenue v. Alaska Pulp Am ,
Inc, Sup. Cl. Op. No 2735 (File Noa
658J. 6594*. 674 P2d 268 (19S3*

Chapter 7 Fisheries Taxes.

Article
I Tnxcs nnd 1.

cna (44 43 75.01,-1. 43 75018. 43 75 032. 43 75 0.14.

3 General Provisions <!} 43.75.130. 43 75.1401

Article I. Taxes and Licenses.

Section
16. Fisheries business tux
18 Fisheries business education credit

Section
32 Fisheries burilU*** tax credit*
34 Tax credit report
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Sec. 4d.7s.01s. PIXNCTIU* buidnorn tUX. (U) A purcon €ngaged in U
filhcries business is liable Tor and shall pay the tax levied by this
section on the value of each of the following fisheries resources pro-
cessed during the year ut the rale set out after each:

(1) salmon canned at a shore-based fisheries business — four and
one-half percent;

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

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

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

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

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

(c) A person engaging or attempting to engage in a fisheries busi-
ness who first actually and physically processes the fishery resource,
or a person who purchases a fishery resource that is frozen from a
person excluded by AS 43.75.017 from liability for the tax, is liable for
and shall pay to the department the entire tax imposed by this section.
In determining this tax liability, the person may deduct from the
value of the fishery resources processed the value of fishery resources
that are canned or processed for other fisheries businesses. A person
taking t; e deduction authorized by this subsection shall report all
information relating to the deduction in accordance with regulations
issued by the department. (§ 3 ch 79 SLA 1979; am 85 5,6 ch 117 SLA
1961; am 5 1 ch 79 SLA 1986)

Effect of amendments. - The 1986 ness™ for "cannery" in paragraph (1) of
amendment substituted “fisheries busi- subsection (@).

Sec. 43.75.018. Fisheries business education credit (a) A per-
son engaged in a fisheries business is allowed as a credit against the
tax due under this chapter 50 percent of cash contributions accepted
for direct instruction, research, nnd educational support purposes, in-
cluding library and museum acquisitions'’, by an accredited, nonprofit,
public or private, Alaska, two- or four-year, college or university. The
credit may not exceed the lesser of 10 percent of the amount of tax due
under thiB chapter or $100,000. A contribution claimed as a credit
under this section may not be claimed as a credit under another provi-
sion of this title.

ft

Hi) Contriliulioim accepted for endowment |iur[MM‘Hurc not eligible
for the credit under (a) of this section.

(e) By September 30 of each year, the Department of Revenue shall
report to the Legislative Budget und Audit Committee on the credits
taken under this section. Each public college and university shall
Include in its annual operating budget request contributions received
and how the contributions were used. (} 7 ch 58 SLA 1987)

Cross references. - Kor sUUenienl of SLA t9B7 of tlio Temporsry snd Spccisi
legistalive purpose in connection with the Acts,
enoctmenl of this section, see i 1, ch. 58,

Sec. 43.75.032. Fisheries business tax credits (Effective until
January 1,1992). (a) A fisheries business is entitled to a credit of not
more than 50 percent of the business tax liability under AS 43.75.015
for capital expenditures made during the tax year that (Il increase
product diversity, or production efficiency and capacity, or improve
product quality, at a shore-based fisheries business facility in the
stale, or (2) contribute to the development of a cooperative seafood
industrial park in the stale, if an application for the credit is approved
by the department in advance of the capital expenditure. A fisheries
business may claim a credit under this subsection for a maximum
period of three consecutive years. An applicant for the credit may elect
to begin the three-year period with any tax year from 1987 through
1989. A tax credit under this subsection may not be approved for more
thun 50 percent of a capital expenditure, plus any increase required
under (b) of this section.

(b) The amount of a credit under (a) of this section for a capital
expenditure involving a shore-based fisheries business facility or coop-
erative seafood industrial park located or to be located in a municipal-
ity shall be increased by the amount by which the municipality’s
fisheries business lax refund is reduced under AS 43.75.130(c). The
total amount of a credit increase under this subsection during a three-
year period may not exceed 25 percent of the amount of the capital
expenditure.

(c) The portion of it capital expenditure that is eligible for a credit
under this section but is claimed during a single tax year may not bo
carried back to a prior tax year but is available for the computation as
a credit under this section for a subsequent tax year within the three-
year period elected under (u) of this section.

(d) Within 10 days ufier submitting on application for a credit un-
der (a) of this section the applicant shall send a copy of the application
to the municipality, if any, in which the shore-based fisheries business
facility or cooperative seafood industrial park for which the expendi-
ture is to be mode is located or is to be located.

(e) A fisheries business is entitled to a credit of not more than five
percent of the business tax liubilily under AS 43.75.015 for conlribu-
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tloni made during lliu tux your tu tin1A. W. “Wli itrinillu mtiniurml
scholarship account IAS A fitdiorioH liiinliichn muy clnim n
credit under thin subsection fur tin1 1)H7 lux year and Hiibxcquunl lux
yearn. A tux credit under this utilisedion muy not In; npproved fnr
more thun 11)0 percent of u hclinliindiip eonlriliulion.

If) The totul tux creditB timt mny he cltiimed under this section fur u
tax year for cupitul expenditures und xcltoliirithip contributions com-
bined mny nol exceed 50 percent of the taxpayer's business tax liabil-
ity under AS 43.75.015 for that lax year.

(g) The department may not approve n tax credit under this section
if

(1) the property for which the capital expenditure was made was
the subject of a previous capital expenditure by another taxpayer for
whom a corresponding tax credit under lliia section has been ap-
proved;

(2) the properly for which the capital expenditure was mndc was
sold or transferred between fisheries businesses having substantial
common ownership; or

(3) the fisheries business claiming the credit is in arrears in the
payment of a fisheries business lax under AS 43.75.015; for purposes
of this paragraph, a taxpayer is not in arrears if the payment is under
administrative or judicial appeal.

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

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

(i) In this section

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

(2) "seafood industrial park"” means a seafood processing center
with facilities to land, handle, and process or to ship or transship to
any location all marketable species of seafood; a seafood industrial
park may contain commercial facilities to support the activities of the
park, and the labor force and vessels that operate at or from the park.
(« 2 ch 79 SLA 1986)

Editor"! note*. — Effective January 1, lax credit under this section if the fiahcr-

1892, this__section will read. "See. jes business claiming the credit is in ar—

43.75.032. T*X credit for scholarship
contributions, fa) Afisheries business is
entitled to a credit of not more than five
percent of the business tax liability under
AS 47.75.015 for contributions made dur—
ing the Ux year to the A.W. "Winn" Brin-
die memorial scholarship account (AS
14.43.250) . Atax credit under this section
may not be approved for more than 100
percent of a scholarship contribution.
"(b) deportment may not npprove u

rears in the payipcnt of a fisheries busi—
ness tax under AS43.75.015; for purposes

of this subsection, a taxpayer innot in nr-

rears Ifthe payment i«under adminiolra-

live or judicial appeal.

"() The department sholl prepare an
application form for a credit under this
section.

"(d) The deportment shell approve or
disapprove an application for a credit un-

.Sue. 4.1,75.034, Tux credit report fltepeafed effective Febru-
ary 15, 1002), Nat Inter than the Ifith legixlative day of each regular
legislative Herndon lliu Department of Revenue, in conjunction with
tho Department of Commerce and Economic Development, hliull sub-
mil to the loglidalurc a report on the fisheries business tax credit
program under AS 43.75.032. Tho report shall describe the expendi-
tures for which a credit was upproved during the previous tax year
und, if possible, the increase in employment and processing capacity
by the fisheries businesses for which the credit was approved. (§ 2 ch
79 SLA 1986; r 58 ch 79 SLA 1986)

PtifUponcd repost. — Section B, ch. 70,
S1.A 1086 repeals this section, effective
February 1S, 1992.

Article 3. General Provisions.

Section
130 Refund to locil governments
140 Definitions

Sec. 43.75.130, Refund to local governments, la) Except as pro-
vided in (d) of this section, the commissioner of revenue shall pay

(1) to each unified municipality and to each city located in the unor-
ganized borough, 50 percent ofthe amount oftax revenue collected in
tho municipality from taxes levied under this chapter,

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

(3) to each borough

(A) 50 percent of the amount of tax revenue collected in the area of

the borough outside cities from taxes levied under this chapter; and

IB) 25 percent of the amount of tax revenue collected in cities lo-
cutod within the borough from taxes levied under this chapter.

(b) For purposes of this section, tax revenue collected under AS
43.75.015 from a person entitled to a credit under AS 43.75.032 shall
he calculated as if the person's lax had been collected without apply-
ing the credit.

(c) [Repealed effective January 1, 1992) Within 60 days after a
credit is approved under AS 43.75.032 for a capital expenditure in-
volving a shore-based fisheries business facility or cooperative seafood
industrial park located or to be located in a municipality, the munici-
pality may adopt an ordinance directing the department to reduce the
municipality's refund under this section over a period of not more
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thin three years liy mi liniiilllll lint exceeding 25 iH'IWIit uf lliu Ciipitnt
expenditure.

(&> Notwithstanding the provisions of liii(2i und fu)lI3llll) of this
lection, the commissioner shall pay

(1) to each city that is located in a borough incorporated after June
16, 1987 the following percentage!! of the tux revenue collected in the
city from taxes levied under this chapter:

(A) 45 percent of the taxes collected during the cnlcndur yenr in
which the borough is incorporated;

(B1 40 percent of the taxes collected during the first calendar year
after the calendur year in which the borough is incorporated;

(Cl 35 percent of the taxes collected during the second calendar
year after the calendar year in which the borough is incorporated; and

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

(2) to each borough that is incorporated after June 16, 1987 the
following percentages of the tax revenue collected in the cities located
within the borough from tuxes levied under this chnpter:

(A) 5 percent of the taxes collected during the calendar yenr in
which the borough is incorporated;

(B) 10 percent of the taxes collected during the first calendar year
after the calendar year in which the borough is incorporated;

(Cl 15 percent of the taxes collected during the second calendar
year after the ealcndaryear in which the borough is incorporated’; ond

(D) 20 percent of the taxes collected during the third calendar year
after the calendar year in which the borough is incorporated.

(e) Notwithstanding the provisions of id) of this section, a city may
adopt an ordinance to transfer n portion of the funds received under
(d)(1) of this section to the borough in which the city is located.

(0 In this section, "tax revenue collected” includes the amount cred-
ited egainst taxe3 under AS 43.75.018. (§ 6 ch 155 SLA 1962; am § 75
ch 69 SLA 1970; am 5 10 ch 218 SLA 1976; am § 11 ch 79 SLA 1979;
am 5 10 ch 117 SLA 1981; am 5 73 ch 74 SLA 1985; am 55 4,7 ch 79
SLA 1986; am 5 8 ch 58 SLA 1987; am 55 1, 2 ch 80 SLA 1987)
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Him. 43.75.140. Definitions. In this «chuplor

(1) lifepeiiled effective January 1, 39021 "cupilul expenditures”
includes the piire paid for equipment und the cost of improvements
made to depreciulilc property, but does not includo expenditures that
arc deducted entirely fur federal income tux purposes in the year in
which they accrued or were puid; in this poragruph, "equipment” und
"depreciable property" have tho meaning given in regulations adopted
by the commissioner of commerce und economic development;

(2) "department” means the Department of Revenue;

(3) "developing commercial fish species” means those species or fish
and shellfish unnunlly designated by the commissioner of fish and
game under AS 16.05.050(11);

(4) "fisheries business” means a person who engages in processing
fisheries resources for sale by freezing, cooking, salting, or other
method and includes but is not limited to canneries, cold storages,
freezer ships, and processing plants;

(5) "fishery resource™ menns fin fish, shellfish and fish by-products,
including but not limited to salmon, halibut, herring, flounder, crab,
clam, cod, shrimp, and pollock;

(6) "floating fisheries business" means a fisheries business which is
not a shore-based fisheries business; the term includes, but is not
limited to, a shore-based fisheries business as defined in (9)(B) of this
section when it is removed from the slate;

(7) (Repealed effective January 1, 19921 “product diversity”
means the processing of nontraditional fish or other seafood species or
products;

(8) (Repealed effective January 1,1992) "product quality" means
the handling of fish or other seufood species or products in order to
increase product sales or value.

(9) "shore-based fisheries business" means a fisheries business

(A) operated from a facility which is permanently attached to the
land; nr

(B) operated from a facility which remains in the same locution in
the slute for the entire tax year;

(10) "taking™ means pursuing, fishing, capturing, or harvesting a
fisheries resource in nny manner;

(11) "value™ means the actual price paid for the fisheries resource
hy the fisheries business, including indirect consideration such as
fuel, supplies, or gcur, whether paid at llie time of purchase of the
fisheries resource or tendered us a deferred or delayed payment, ex-
cept that "value" meuna the market value ofthe fishery resource if the
taking of the fishery resource is done in company-owned or company-
subsidized boats operated hy employees of the fisheries business or in
boats which ore operated under lease or other arrangement. (S 3 ch 79
SLA 1979; am S 46 ch 94 SI.LA 1980; um S 46 ch 113 SLA 1980; am

55 11, 12 ch 117 SLA 1981; am 55 5, 7 ch 79 SLA 1986)
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Chapter 78 Sulmon Enhancement Act.

Secllun Section

10. Three percent xalmon enhancement 25 Collection of tax and ditpoxition of
tax proceeds

11. Two percent aalmon enhancement
ax

Sec. 43.76.010. Three percent sulmon enhancement tax. (a) A
person holding a limited entry permit under AS 16.43 shall pay a
salmon enhancement tax at the rate of three percent of the value of
salmon, as defined in AS 43.75.140, that the person removes from the
state or transfers to a buyer in the state. The buyer shull collect the
salmon enhancement tax at the time the salmon is acquired by the
buyer.

(b) A three percent salmon enhancement tax may only be levied or
collected under (a) of this section

(1) in a region designated by the commissioner of fish nnd game for
the purpose of salmon production under AS 16.10.375;

(2) if there exists in that region an association determined by the
commissioner of fish and game to be a qualified regional association
under AS 16.10.380; and

(3) if the qualified regional association approves the three percent
salmon enhancement tax under AS 43.76.015. (5 2 ch 154 SLA 1980;
am 5 13 ch 117 SLA 19311

tdilor®. notes. - This sediun is set nal reference because of section reorgani —
out shove to reflect s change in the inter— zation.

Sec. 43.76.011. Two percent salmon enhancement tax. (a) A
person holding a limited entry permit under AS 16.43 shall pay a
salmon enhancement tax at the rate of two percent of the value of
salmon, as defined in AS 43.75.140, that the person removes from the
state or transfers to a buyer in the state. The buyer shall collect the
salmon enhancement tax at the time the salmon is acquired by the
buyer. s

(b) A two percent salmon enhancement tax may only be levied or
collected under (a) of this section

(1) in a region designated by the commissioner of fish and game for
the purpose of salmon production under AS 16.10.375;

(2) if there exists in that region an association determined by the
commissioner of fish and game to be a qualified regional association
under AS 16.10.380; and

ts

J8.0,05 HKKNEK anii Taxation | 43.76 030

3) if the qualified regional association approves the two percent
salmon enhnncement lax under AS 43.76.015. <4 2ch 154 SLA 1980;
uni 8 14 ch 117 SLA 1981)

- - nal reference Isrsusenf section reorgani-
Kdltor*s nolcs. — THS wtiton isH g

util ASVC 1n refiect ad’m iNthe inter— Zation

Sec. 43.70.025. Collection cf lax and disposition of proceeds,
(a) A buyer who acquires fisheries resources which are subject to the
salmon enhancement tax imposed by AS 43.76.010 or 43.76.011 shall
collect the salmon enhancement tax at the time of purchase, and shall
remit the total salmon enhancement tax collected during each month
to the Department of Revenue by the last doy of the next month.

lh) A buyer who collects the solmon enhancement tax shall

(1) maintain records reflecting the region designated under AS
16.10.375 in which the fishery resource was caught; and

12) report to the Department of Revenue by March 1 of each year
the total value, as defined in AS 43.75.140, of the salmon caught in
each region designated under AS 16.10.375 which the buyer has ac-
quired during the preceding year.

(c) The salmon enhancement tax collected under AS 43.76.010 —
43.76.030 shall be deposited in the general fund. The legislature may
make appropriations based on this revenue to the DepartmentofCom-
merce nnd Economic Development for the purpose ofproviding financ-
ing for qualified regional associations. The legislature may base an
appropriation for a qualified regional association operating within a

region designated under AS 16.10.375 on the value of the fisheries
resources caught in that region rather than the value of the fisheries
resources sold in that region if those values differ. 18 2 ch 154 SLA
1980; am 88 16. 17 ch 117 SLA 1981)

Editor®s notes. - 7lu» section is >cl nal reference Oceans.*ofn\tion ivorgam*
out above to rrilett a change in the inter- ration

Sec. 43.76.030. Accounting of financing received usu resultof
the salmon enhancement tux.

Itevlsor*x notes. - Enacted a* AS
16 10385. Renumbered in 1980



TELEPHONE

(907) 586-1325 105 MUNICIPAL WAY, SUITE 301

JUNEAU, ALASKA 99801

MEMORANDUM

T0: Senator Arliss Sturgulewski, Chair
Members of the Community and Regional Affairs Committee

FROM: Scott A. Burgess, Executive Direct
DATE: February 17, 1988

SUBJECT: SB 385 - Fisheries Tax Returns

The Alaska Municipal League strongly supports SB 385 - relating to
fisheries tax returns - Subsection (a) permits municipalities to
determine whether fisheries businesses operating within their
boundaries are properly reporting the location of their activities.
Inaccurate or improper reporting of location adversely affects the
entitlement of an affected municipality to its share of the fisheries
license tax.

Subsection (b) is extremely important to municipalities that levy sales
and use taxes on the sale or use of fisheries products. It provides an
enforcement mechanism that will provide enforcement information to both
the state and the municipality without violating the purpose for which
the confidentiality of these records was established. The practice of
taxing jurisdictions of exchanging taxpayer information for enforcement
purposes is well established and should be extended to this situation.

I have enclosed a related resolution adopted by the AML membership at
our annual conference in November. The resolution supports the need to
share fisheries tax information between the State and municipalities.
It also request adequate funding for the Department of Fish and Game to
properly collect, report, and manage fish ticket information.

The AML strongly supports SB 385.

Thank you.

SAB :phi

Enclosure

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-8
A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw  fish tax is a critical source
ofdrevenue for the local municipalities and the State of Alaska,
an

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

. WHEREAS, the municipalities would provide considerable infor-
mation and assistance to the Department of Revenue if given the
opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of the
processor information and agree to treat the information as" confi-
dential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been P,rocessed for several months, which means
?ﬁ_ca%gh verlycatlon or fish tax verification is taking place at

IS time, an

WHEREAS, this information is critical for both mana?_ement of
theII flts_h resource and accurate management of the fish  tax
collections:;

NOW, THEREFORE, BE IT RESOLVED b}i the Alaska Municipal League
that Governor Cowper and the Alaska Legislature adopt [egislation
to fund adequate staff positjons within the Department of Fish and
Game to properly manage. the information provided on the fish
tickets for all species™ in a timely manner to allow verification

and quality information, to the nfunicipalities and an accurate
accounting” for the raw fish tax.

Adopted this 13th day of November 1QR7

Director

- 39 -



Alaska “tate legislature

MEVCRA\DLM

TO: Senator Zharoff
Alaska State Senate

FKCM: Sheila F. Helgath, ERD
Richard Rainery
Senate Advisory Council

DATE: February 8, 1988
SUBJECT: Municipal Fisheries Taxes IR# 88-003223

You requested that the municipalities that collect an additional "raw
fish tax" besides the State collected Fisheries Business Tax be identified
and the methods for <collection and wverification be explained. The
municipalities and boroughs that are collecting a raw fish tax are listed in
Table One, Borough and Ccmmunity Fisheries Taxation in Addition to Alaska
State Fisheries Business Tax. Appendix Table One is an expanded version of
Table One which lists all the cammunities who have processors in the state
and who could potentially collect a raw fish tax. This taxation approach has
been primarily implemented in Southwest Alaska where the volume of the raw
fish is large. A few communities, Sitka, in particular, are considering it
in Southeast Alaska. Marry of the Southeast cammunities and the larger
Southcentral and Southwest cammunities collect a property tax. Only 7 of the
56 cammunities who receive the shared revenues from Alaska State collected
Fisheries Business Tax, collect additional raw fish taxes.

The advantages of the sales tax are the relative ease and lack of
expense in collecting it. The disadvantage of the tax is that enforcment of
ethe tax on offshore processors is difficult. Bristol Bay Borough had the
most vigorous enforcement while Akutan relied on voluntary compliance.
Enforcement ranged from audits conducted outside of the State (an expensive
proposition), to reviewing Fish and Game catch data, to random audits of a
few processors, to reliance on voluntary compliance. In areas where the
value of the fish was high, such as Bristol Bay, monthly reports were
required, in other areas quarterly reports were required.

Nearly all of the community leaders commented that they believed that
offshore processors were under reporting their catch and that if the
municipalities could work cooperatively with the Alaska Department of Revenue
State and local revenues would be increased. This comment was made by



officials in communities as diverse as Yakutat, King Cove, and Valdez.
Another consistent complaint was the inability to project revenues without
Alaska Department of Revenue data.

Table One
Borough snd Community Fisheries Taxation in Addition to Alaska State
Fisheries Business Tax

Communities and Boroughs Municipal Fish Tax Procedures & V erification
Aleutians East Borough 2% Sale Use RawFish No Policy Established Yet
B ristol Bay Borough 3% Raw Fish Monthly reports from

processors. Use variety of
means audits, local police,
and ADF&G data.

Akutan 5% Raw Fish Quarterly report. Unable
to verify.

Clark's Point 3% Raw Fish

King Cove 2% Raw Fish Quarterly report.

Voluntary compliance with
an onshore processor.

Sandpoint 2% Sales & Fish Use

Unalaska 1% Raw Fish Monthly report. By annual
random audits.

Source: Telephone Interviews with Municipal O fficer February 1988."



Appendix Table One.

Communities
and Boroughs
w/Processors

BOROUGHS

Anchorage Municipality

Juneau

Sitka

Aleutians East
Bristol Bay

North Star

Haines

Kenai Peninsula
Ketchikan Gateway
Kodiak Island
Matanuska-Susitna
COMMUNITIES
Akutan

Aniak

Anvik

Bethel

Chignik

# Processors

29

30

25

4

11

24

10

Received Fisheries
Business Tax from
State

yes

yes

yes

no

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

Borough and Community Fisheries Taxation in Addition to Alaska State Fisheries Business Tax

Additional Municipal Verification
Sales Taxes on Raw Fish

in 1988

no

no

no hut possibility of
fish tax this October
2% sales & use raw fish

3% raw fish ADF&G, audits, late penalties
and personal inspections.

no

no

no unless sold directly to
public then sales tax applies
no

no

no

.5% raw fish not able to verify
quarterly reports

no

no

5%

no



Table One continued.

Communities
and Boroughs
w/Processors
Clark®s Point
Cordova
Cordova
Craig
Dillingham
Emmonak
Fairbanks
Fortuna Ledge
Galena
Haines

Homer

Hoonah
Hydaburg
Kake

Kaltag

Kenai
Ketchikan
King Cove
Klawock

Kodiak

# Processors

in 1987

18

18

11

37

27

Received Fisheries
Business Tax from

State

yes

yes

yes

no

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

in 1986

Page 2

Additional Municipal Verification

Sales Taxes on Raw Fish

in 1988

3% raw Tfish

no

specifically exempts fish taxes
no but will if some kind of landing fee isn"t imposed
no

considered it for future

no

no

no

no

no

no

no

no

no

no

no

voluntary compliance onshore
no compliance offshore

2% raw fish

no

no



Table One continued.

Communities

and Boroughs
w/Processors
Mountain Village
Pelican
Petersburg

Port Alexander
Port Heiden
Saint George
Saint Marys
Sand Point
Selawik
Seldovia

Seward

Soldotna
Tenakee Springs
Togiak
Unalakleet
Unalaska

Valdez

# Processors
in 1987

12

11

Received Fisheries
Business Tax from

State

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

no

yes

yes

yes

in 1986

Additional Municipal Verification
Sales Taxes on Raw Fish

in 1988

uk

no

no

no

no

no

3%

2% sales and fish use

3%

4%

3%

3%

1%

2%

no

1% raw fish By random audit

monthly reports
no

Page 3



Table One continued.

Communities # Processors
and Boroughs 1987
w/Processors

Whittier 9
Wrangell 21
Yakutat 7

Sources: Telephone Interviews of Municipal

Received Fisheries
Business Tax from
State iIn 1986

yes

yes

yes

Additional Municipal Verification
Sales Taxes on Raw Fish

no

no

no

Officals by Senate Advisory Council February 1988, Alaska

Municipal Officials Directory, Alaska Department of Environmental Conservation Processors List

Page 4 \
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HB 486 - B ill Review Page 2

The primary purpose of this bill is to allow exchange of tax information
necessary to assess taxes as shared by municipalities and the state.
However, HB 408 directly addresses tax liability of fish processed
outside state water but brought into state water. Taxing level by the
state is five percent under HB 408.

Attachment - Alaska legislative Digest, No. 4/88.



Sr-

iyts
E 8
. oo = -

Business Office: 344-2455
* 3037 South Circle .

An Inside View ofAlaska Policy Anchorage, AK. 99503

No. 4/88
ffelpjpg Lom nities Offget Servict Impa ebruar 5,1988|
Extending Alaska’s raw fish tax to processed fish product moved through state waters from the federally-
ConthHCd Economic Enhancement Zone (E.E.Z.) could add $50 m illion to state revenues, help coastal commu-
nities provide public services to the offshore flee' and put Alaska shore-based processors on amore equal footing
with offshore “floaters” who now largely avoid the impactofAlaska’sfish tax, State Revenue CommissionerHugh

M atone says. Malone’s comments were in a memorandum to Rep. C liff Davidson of Kodiak, prime sponsorof
legislation (HB-408) extending the tax to product moved through state waters.

“ShPre-based fish processors currently pay anywhere from 1%-4.5% on resources they process. Floating
processors 316 currently paying only 20% ofthe total tax collected under AS 43:75 (the current statute). However,
it isestimated that over 500 vessels processed and transshipped over 1.2 million metric tons o ffisheries resources
last yPW that the state never received any tax revenue from. So, in addition to giving the floating processors an
advantage of 1% to 4.5% over our shore-based facilities, they are doing the majority of the processing. This

legislation would putshore-based and floating proces-
sors In equal footing in this competitive market”

M flIP ne said ncw state revenues would be shared Inside this weekf® Digest:
with coastal municipalities providing services to the
offshore floaters. “Many communities are providing
supportservices to the fishing industry (working in the
EEZ) and yet are notreceiving any revenues from the

L . . L ¢+4¢TOURISM PLANS: The new budget, new
activity- As aresult he economic gain that this indus-

try is experiencing has turned out to be in some cases AdireCtion ..o Page 3
an economic drain to the communities in which it is
occUfring- Thc communities provide fresh water, ¢¢¢TAPSSETTLEMENT Worth $1.5billion to
w asit disposal, safe harbors, fueling facilities, police
) T ] state s Page 2
and tflPdicad facilities, and yet because the resource is
processed outside (state waters) and brought in they
receive no shared revenues.” (Continued Pg. 8) ¢++BRADLEYLAKEHYDROWhy it’sneeded
NOW s . -Page 2
Fish Tax: The Facts +4¢4SCHOOL "DISPARITY TEST! Feds "un-
Ahlfkft Fisheries Business Tax Total FY 87 officially” notimpressed with state case.Page 7
ReVVnue: $26.6 Million .
. * ~ *%k -
’ ’ ¢+¢¢MANDATORY RURAL BOROUGHS

Resource value reported on Fisheries Business
Taft returns: $721 Million. CRA holds HB-1 for teleconferen-ces... .Page 7

, i - . -
Estimated resource value passing through state ¢4¢STATUS OF BILLS: Introductions, com-
wafers: $1.8 Billion. mittee action, floor action.... W= 1 “page 4/5

Cf?ased Revenues, HB-408: $50 Million
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An Insice View ofAlaska Policy

No. 4/88

ffelping Com munities O ffset Service Im pacts February 5,1988

ish Tax: Going After The "Floaters"

Extending Alaska’s raw fish tax to processed fish product moved through state waters from the federally-
contfEconom ic Enhancement Zone (E.E.Z.) could add $50 million to state revenues, help coastal commu-
nities provide public services to the offshore fleet, and put Alaska shore-based processors on a more equal footing
with offshore “floaters” who now largely avoid the impactof Alaska’s fish tax, State Revenue Commissioner Hugh
MaJdflC says. Malone’s comments were in a memorandum to Rep. Cliff Davidson of Kodiak, prime sponsor of
legislation (HB-408) extending the tax to product moved through state waters.

“Shore-based fish processors currently pay anywhere from 1%-4.5% on resources they process. Floating
processors are currently paying only 20% of the total tax collected under AS 43:75 (the current statute). However,
it is estimated that over 500 vessels processed and transshipped over 1.2 million metric tons of fisheries resources
last year that the state never received any tax revenue from. So, in addition to giving the floating processors an
advantage of 1% to 4.5% over our shore-based facilities, they are domg the majorlty of the processing. This
legislation would put shore-based and floating proces- - -
sors lh equal footing in this competitive market/

Mfllone said new state revenues would be shared | Inside this week's Digest:

with coastal municipalities providing services to the
offshore floaters. “Many communities are providing
support services to the fishing industry (working in the
EEZ) nnd yet are not receiving any revenues from the
activity- As aresult the economic gain that this indus-
try ii experiencing has turned out to be in some cases
an economic drain to the communities in which it is
occtiffing- The communities provide fresh water, +¢¢TAPSSETTLEMENT Worth $1.5 billionto
waste disposal, safe harbors, fueling facilities, police state
and medical facilities, and yet because the resource is
processed outside (slate waters) and brought in they

+4¢TOURISM PLANS: The new budget, new
dIreCtion......cooe e Page 3

Page 2

receive no shared revenues.” (Continued Pg. 8)

Fish Tax: The Facts

Alfllk* Fisheries Business Tax Total FY 87
ReVfrtue: $26.6 Million.

Recourse value reported on Fisheries Business
Ta« retorns: $721 Million.

-

Estimated resource value passing through state

wafer*: Billion.
o/

Increased Revenues, HB-408: $50 Million
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Fish TaxfRevenue iJepanmen m m s f ¢ m 0/

| | -

(Continuedfrom Page 1) The change would alio increase compliance with current statutes, Malone said. “We
believe we are not collecting a significant amount of revenue that is due us. The problem is that the floating
processors do not report the majority of theirprocessing that is done within our waters. Unless we literally see the
processor operating within our three-mile limit, we cannot prove the processing occurred within our waters,” he
said. For example, the crab boom of the late 1970s and early *80s was a tremendous boost for the fishing industry
from which the state realized little or no revenue. Another benefit, he noted: A substantial boost to industry
contributions to Alaska Seafood Marketing Institute. Under AS 16.51, processors liable to fisheries business taxes
also pay .03% of the value of the processed resource to the state, which is turned over to ASMI to promote Alaska
seafood products. “Certainly, the floating processors who have been working in the EEZ have benefited from

ASMI efforts and should be helping to support the mission.”

Real Estate Crises -Dave Rose's "Options Paper"

The only way to really improve battered commercial and residential real estate markets in major Alaska cities
Is to somehow take supply off the market, because the chances of new demand (created by population influx) is
unlikely for the near to medium-term. Dave Rose, Alaska Permanent Fund Corp. executive director, has put
together an informal ‘options’ paper for legislators to consider, if the decision in made that state intervention is
necessary. Rose, aveteran finance specialist who helped put together the Alaska Industrial Development Authority
and the Alaska Municipal Bond Bank, isn’t convinced intervention is really necessary, but if there is to be some
state action, Rose wanted it done in constructive manner. What also f.timulated the paper, ofcourse, was Anchorage
Mayor Tom Fink's suggestion to tap Permanent Fund earnings to finance an economic aid program. Rose thought
that wasn’t necessary, and wanted to show lawmakers how it could be done “on the cheap.”

Two key parts of Rose’s plan involve taking supply off the market, which he feels is necessary to really help the
problem. One suggestion is creation of a state-chartered “stabilization bank” that would receive loans and other
assets from Federal Deposit Insurance Corp. and other institutions that want to participate. The bank would issue
stockin ‘payment’ for the assets. FDIC and the other institutions would own and control this bank, though it would
function under state banking regulation. Little state money would be involved, although the state could sweeten
the deal to encourage FDIC and others in by providing a small amount of startup money, in return for stock. The
essential thrust, however, is to create an entity to manage the orderly, coordinated liquidation ofassets over aperiod
oftime. This lessens the threat of competitive selling between the institutions, which would furtherunderminereal
estate markets. It allows FDIC and the others to "get on with life", Rose says, leaving liquidation of the assets with
a management group, the bank staff.

A second major element of Rose’s plan involves the state more directly, though the financial outlay would also
be minimal, he thinks. This would see AIDA, or some other entity, buy up substandard properties in foreclosure
atthecurrentprice for the land. The buildingswould then be destroyed, with the land Ten resold gradually as values
improved over time. This is a low-risk strategy, Rose thinks, because in many cases the land is worth more vacant
than with the buildings now on them. It might take 10-15 years to sell, but the chances of the state turning aprofit
arc very good. This could also be a trust or an endowment, reserving an income stream to education, for example.

Otherpartsofthe plan: State and local officials should press the federal Housing and Urban Development agency
to destroy Hollywood Vista and Willow Park, two low-income housing projects in poor condition. Legislative
resolutions urging this would be appropriate, as well as legislative resolutions tuning Alaska State Building
Authority and Alaska Housing Finance Corp. toget on with new solutions to the housing surplus, like usmg surplus
condos for student or low-income housing.

A suggestion by Rose thatisbound tobe controversial

Subscribe Now! Legislative Digest would see moratoriums on loans for new construction

by AHFC and AIDA for a period of time, perhaps with
a mechanism where local governments could petition
for exceptions in communities without large stocks of

Speci/il introductory rate: $!50/ynr

Nunc I B . - . >
Address. . e 1, surplus commercial and residential property. Munici-
Chy Staie S dities should also take responsibility themselves,

Zip Code. ose says, by imposingtbeirownmoratoriums indiffer-

lier
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House ofRepresentatives Juneau, Alaska 99811
) (907) 4654833
Committee on
Community & Regional Affairs

TO: Rep. Henry Springer, Chairman HCRA
FROM: David C. Harrison, P.A., HCRA

SUBJECT: Bill Review - HB 486
"An Act relating to fisheries tax returns; and providing for
an effective date." [Herrmann, Cato, Davidson, Ulmer]

* Section 1. AS 43.75 is amended by adding a new section to read:
Sec. 43.75.133 PROVISION OF INFORMATION TO MUNICIPALITIES:

Comments: At the present time, the Department of Revenue does not share
filed tax returns with municipalities because of confidentiality of

tax returns. If this bill becomes law, reciprocal tax information may
be shared enabling municipalities and the Department of Revenue to
coordinate tax information of fisheries businesses within taxing
authority of municipalities eligible for tax shared revenue.

The exchange of information would help aid in compliance of reporting by
the municipalities to the Revenue Department of fisheries business
activities and the Revenue Department could assess such activity along
with filed tax reports by fisheries businesses.

Additionally, municipal officials written request for tax return
information requires the Department of Revenue to verify as to the tax
levied and collected by die municipality that is based upon the value of
fisheries resources processed in or transported to or within the
municipality. Some form of verification is required in order to assess
taxes collected and taxes paid.

Although processed fish within municipalities are taxed and the tax is
shared with the municipalities and with the state, the phrase listed on
page 1, line 21, "... or transported to or within the municipality...."
has additional potential tax revenue if resources that are transhipped
to or within a municipality are considered taxable resources. It is
possible that transhipped resources were in fact processed within state
waters and or within a municipality or that such fishery resources were
processed within the 200 mile economic zone.

According to Alaska Legislative Digest, No. 4/88 Fish Tax;The Facts -
Alaska Fisheries Business Tax Total FY 87 Revenue: $26.6 million.
Resource value reported on Fisheries Business Tax Returns: $721
million. Esturiated resource value passing through state waters $1.8
billion.



HB 486 - Bill Review Page 2

The primary purpose of this bill is to allow exchange of tax information
necessary to assess taxes as shared by municipalities and the state.
However, HB 408 directly addresses tax liability of fish processed

outside state water but brought into state water. Taxing level by the
state is five percent under HB 408.

Attachment - Alaska Legislative Digest, No. 4/88.
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Fish Tax: Going After The "Floaters"

Extending Alaska’s raw fish tax to processed fish product moved through state waters from the federally-
contfplted Economic Enhancement Zone (E.E.Z.) could add $50 million to state revenues, help coastal commu-
nities provide public services to the offshore fleet, and put Alaska shore-based processors on a more equal footing
with pffshore “floaters” who now largely avoid the impactof Alaska’s fish tax, State Revenue Commissioner Hugh
Malone says. Malone’s comments were in a memorandum to Rep. Cliff Davidson of Kodiak, prime sponsor of
legislation (HB-408) extending the tax to product moved through state waters.

s,Shpre-hased fish processors currently pay anywhere from 1%-4.5% on resources they process. Floating
processors are currently paying only 20% of the total tax collected under AS 43:75 (the current statute). However,
jt estimated that over 500 vessels processed and transshipped over 1.2 million metric tons of fisheries resources
las:. yP&r that the state never received any tax revenue from. So, in addition to giving the floating processors an
advantage of 1% to 4.5% over our shore-based facilities, they are doing the majority of the processing. This
legislation would put shore-based and floating proccs-
sors ifl equal footing in this competitive market” A

- - - - )
Mdlone said new state revenues would be shared IﬂSle thlsweek S DlgﬁSt'

with coastal municipalities providing services to the
offsiipre floaters. “Many communities are providing
support services tothe fishing industry (workingin the
EEZ) &°d yet are not receiving any revenues from the

activity- As aresult the economic gain that this indus- ¢ TOURISM PLANS: The new budget, new
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an efipnomic drain to the communities in which it is
occufTing. Tire communities provide fresh water, +¢¢TAPS SETTLEMENT Worth SI .5hiilinntn
wasti* disposal, safe harbors, fueling facilities, police state . age 2
and Hiedical facilities, and yet because the resourceis = oo e -Pag
* processed outside (state waters) and brought in they )
ereceive no shared revenues.” (ContinuedPg. 8) +¢¢BRADLEY LAKE HYDROWhy it’s needed
now 1.Page2
pish Tax: The Facts #¢4SCHOOL "DISPARITY TEST? Feds “un-
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(Continuedfrom Page 1) The change would also increase compliance with current statutes, Malone said. “We
believe we are not collecting a significant amount of revenue that is due us. The problem is that the floating
processors do not report the majority of their processing that is done within our waters. Unless we literally see the
processor operating within our three-mile limit, we cannot prove the processing occurred within our waters," he
said. For example, the crab boom of the late 1970s and early ’80s was a tremendous boost for the fishing industry
from which the state realized little or no revenue. Another benefit, he noted: A substantial boost to industry
contributions to Alaska Seafood Marketing Institute. Under AS 16.51, processors liable to fisheries business taxes
also pay .03% ofthe value of the processed resource to the state, which is turned over to ASMI to promote Alaska
seafood products. “Certainly, the floating processors who have been working in the EEZ have benefited from
ASMI efforts and should be helping to support the mission."

Real Estate Crises -Dave Rose's "Options Paper"

The only way to really improve battered commercial and residential real estate markets in major Alaska cities
is to somehow take supply off the market, because the chances of new demand (created by population influx) is
unlikely for the near to medium-term. Dave Rose, Alaska Permanent Fund Corp. executive director, has put
together an informal ‘options’ paper for legislators to consider, if the decision in made that state intervention is
necessary. Rose, aveteran finance specialist who helped put together the Alaska Indusuial Development Authority
and the Alaska Municipal Bond Bank, isn’t convinced intervention is really necessary, but if there is to be some
state action, Rose wanted it done in constructive manner. What also stimulated the paper, ofcourse, was Anchorage
Mayor Tom Fink’s suggestion to tap Permanent Fund earnings to finance an economic aid program. Rose thought
that wasn’t necessary, and wanted to show lawmakers how it could be done “on the cheap.”

Two key parts of Rose’s plan involve taking supply off the market, which he feels is necessary to really help the
problem. One suggestion is creation of a state-chartered “stabilization bank” that would receive loans and other
assets from Federal Deposit Insurance Corp. and other institutions that want to participate. The bank would issue
stock in ‘payment’ for the assets. FDIC and the other institutions would own and control this bank, though it would
function under state banking regulation. Little state money would be involved, although the state could sweeten
the deal to encourage FDIC and others in by providing a small amount of startup money, in return for stock. The
essential thrust, however, is tocreate an entity to manage the orderly, coordinated liquidation ofassets overaperiod
of time. This lessens the threat of competitive selling between the institutions, which would further undeimine real
estate markets. It allows FDIC and the others to "get on with life", Rose says, leaving liquidation of the assets with
a management group, the bank staff. - rese/

A second major element of Rose’s plan involves the state more directly, though the financial outlay would also
be minimal, he thinks. This would see AIDA, or some other entity, buy up substandard properties in foreclosure
atthe current price for the land. The buildings would then be destroyed, with the land then resold gradually as values
improved over time. This is a low-risk strategy, Rose thinks, because in many cases the land is worth more vacant
than with the buildings now on them. It might take 10-15 years to sell, but the chances of the state turning a profit
are very good. This could also be a trust or an endowment, reserving an income stream to education, for example.

Other parts of the plan: State and local officials should press the federal Housing and Urban Development agency
to destroy Hollywood Vista and Willow Park, two low-income housing projects in poor condition. Legislative
resolutions urging this would be appropriate, as well as legislative resolutions urging Alaska State Building
Authority and Alaska Housing Finance Corp. to get on with new solutions to the housing surplus, like using surplus
condos for student or low-income housing. -

A suggestion by Rose that is bound to be controversial

Subscribe Now! Legislative Digest would see moratoriums on loans for new construction
Special introductory rate: $150/year by AHFC and AIDA for a period of time, perhaps with

a mechanism where local governments could petition
Name for exceptions in communities without large stocks of
Addréss™ surplus commercial and residential property. Munici-
city  ~ State palities should also take responsibility themselves,
Zip Code. R eRnOtse says, by imposing theirown moratoriums indiffer-

Pag* 8
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M EMORANDUM March 10, 1988
SUBJECT: Sectional analysis, HB 486

TO: Representative Adelheid Herrmann
FROM: Jack Chenowe”rir*An

Legislative/ttfunsel

This bill 1is intended to be responsive to Resolution 87-06

of the Southwest Alaska Municipal Conference encouraging the
Department of Revenue to work cooperatively with municipali—
ties in efforts to verify and enforce collection of taxes on
raw fish.

Specifically, bill section 1 adds a new provision to perma—
nent law, AS 43.75.133. In that provision, the Department

of Revenue 1is directed to respond to the request of a munic—
ipal mayor, manager, or administrator and to furnish to that
official the names of fisheries businesses filing returns
under the state®"s fisheries business tax (AS 43.75) 1in which
the business lists the municipality as the location of fish-—
eries processing activities that are subject to the state"'s
tax. Additionally, a municipal mayor, manager, or adminis—
trator may seek verification of the amount of a fisheries
resource tax imposed by the municipality on fisheries re—
sources processed in or transported through the municipali—

ty. If asked, the department shall verify values by compar —
ing the municipality®s report to the returns filed by the
taxpayer with the department. The department is directed to

indicate whether the amount reported to the municipality is
"substantially the same"™ as the amount reported to the

state. If the values "are not substantially the same,"™ the
department shall permit the requesting municipal official to
inspect the tax return filed with the state or furnish a
copy of that tax return, but need only do so if satisfied
that "the municipality provides adequate safeguards for the
confidentiality of the returns and that the returns will be
used by the municipality only for purposes of collection of
its tax." The provision also incorporates a definition of



Representative Adelheid Herrmann
Page 2
March 10, 1988

when values are considered "substantially the same,"™ setting
that margin of difference at not more than one percent of
the greater value.

Bill section 2 permits municipal officials to verify and
inspect under AS 43.75.0133, added by bill section 1, those
returns filed after December 31, 1986 (that is, returns for

1987 and later).

Bill section 3 gives the legislation an immediate effective
date.

JBC:gc
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CITY OF KING COVE

P.0. Box 37 . King Cove, Alaska 99612 ® (907) 497-2340

March 10, 1988

The Honorable Adelhied Herrmann
Alaska State Representative
P.0. Box V

Juneau, Alaska 99811

RE: HB 486
Dear Representative Herrmann:

The City of King Cove strongly supports the adoption c£

HB 486 , an act relating to fisheries tax returns. vV--.a 7m-y
be Ireves this bill will effectively assist ir. acccmpl ishmg
the following:

0 Provide municipalities a cost-effective tool in the
administration and collection of municipal sales/use taxes,
particularly from floating fish processors ; and

0 Provide the State and municipalities an informal
awanno I« fhnro in{u*m»tion and IUwi.A-j-Ujr *e- a aw*,0 ,ivi oa.s

operating in respective areas of the State. This information
sharing will enhance the prospects for the State and
municipalities to collect tax revenues each 1is owed, again,
particularly from floating processors.

The main problem confronting coastal munici?alities zZrtaz
they are often unaware cf floating fish prccessing =wivJd~ 2
that occur in their municipal boundaries®"and wannot veri=

the amount of fish product a processor prooeSSas. Floats:

fish processors operating in State waters are reouired to
State Fisheries Business Taxes -and t.iis info fm tier. coul &

an essential tool to help a municipality col 1P % e
amount of local tax assessments it*is owed, VL Tp«
the large amount of territory in soma coasts PR Qb zaii =
particularly ooroughs, and the prohibitive Bt - P
onsite monitoring program make it difficult

municipalities to effectively collect taxes 3
processors. HB 486 1is not a cure-all for ch la.-a, out
it is a very positive step ths 1 tec; ato =

municioalities and the State.

The City of King Cove supports HD Pf and ...-gas
adcotion this session.

Sincerely,

Wayne Marshall
City Manager



PO BOX 349
SAND POINT

ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
m KING COVE m SAND POINT m AKUTAN = COLD BAY m FALSE PASS m NELSON LAGOON

February 29, 1988

received mar - 9 ™
Representative Adelhe id Herrmann
P.O. Bo;: V
Juneau, Alaska 99811
RE: HB 486 - C on fidentiality B ill
Just a short note to say that the Aleutians East Borough
supports the House B ill 486 . It w ill help close loop-holes
in current State law w hile insuring a taxation policy which
treats all entities equally. The b ill is well overdue and
w ill help alleviate a number of problems which communities
-r-ii n in ior- wears as the fishing industry evolves and

PO BOX 37

. ALASKA 99661

'907) 383-2690

KING COVE. ALASKA 99612
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City of Sand Point

P.0. Box 249 r
Sand Point. Alaska 99661 DECEIVED

(907) 383-26%6

larch 2, 1988

Honorable Adelheid Herrmann
P.O . Aox V
Juneau, Alaska 99811

Dear Representative Herrmann:

v-x uyrt 4. JYjuiiL G to VGUI i jGifL3 HiifGuy ft

to promote the exchange of the fisheries business ta x

inform ation between citie s and the Department of Revenue.

Given the declining nature of revenues, it is m utually
advantageous for citie s and the Department of Revenue to
cross check their sales tax figures against the gross

receipts shown on the fisheries business tax form .

Sincerely,

C ity Administrator

3 1983
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OUTHWEST ALASKA
NICIPAL CONFERENCE

nalaska . Alaska 99685

S
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Box 89 .

RESOLUTION 37-06

A RESOLUTION OF THE SOUTHWEST ALASKA MUNICIPAL CONFERENCE
CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw Tfish tax j3 a critical source
of revenue for the local municipalities and the State of
Alaska, and

WHEREAS, the municipalities nave been unable to obtain any
data concerning collection of raw fish tax. and

WHEREAS, the municipalities would provide considerable
information and assistance to the Department of Revenue if
given the opportunity, and

WHEREAS, the municipalities have been effectively managing
confidential information for rnenv --ears, and

WHEREAS, the municipalities concur with the sensitivity of
the processor information and agree to treat the information
as confidential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottomfish have not been processed Tfor several months which
means no catch verification or Tfish ta:: verification is taking
place at this time, and

WHEREAS,- this information is critical for both management
of the fish resoucre and accurate management of the Tfish ta;;
collections, now

THEREFORE, BE IT RESOLVED hy rh« >, F A) r4* Municipal
Conference that Governor Cowper r j . ;eglslf.

adopt legislation to:

1. Author ire the Department of Revenue to ahare th~
confidential information <«r fTish ]J>ocollected oer
processor to be treated >s confidential infor -im iom»
exempt from public disclosure by the local munici-
pal ltles.

Phone (907) 581-1251, 581-1357



Southwest

R esolution

Page

tw o

Alaska Municipal ConrV-rence

87-06

Require the Depar tment or Revenue to —o
tively with local monlcipaljlles Fe <sr
and collection ot raw fish -a includir
for a local municipal 13/ ~0 e«s*me -h -
duties within their _municipal onundar

a reasonable admini5tra \Vig to cove
of collection.

Fund adequate staff positions within t~.
Department of Fish and Game to oroperl.
the inform ation provided on t>e fish t:
all species iri a timelv manner to allow
verification and quality Inform-, tion ‘'m0
m unicipalities and an accurate accountn

raw fis h ta x .

/ "Jx

APPROVED AND ADOPTED this dav of W - -VW.



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

RESOLUTION NO. 88-8

A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

WHEREAS, the collection of raw fish tax is a critical source
of revenue for the local municipalities and the State of Alaska,

and

WHEREAS, the municipalities have been unable to obtain any
data concerning collection of raw fish tax, and

WHEREAS, the municipalities would provide considerable infor-
m ation and assistance to the Department of Revenue if given the

opportunity, and

WHEREAS, the municipalities have been e ffectively managing
confidential information for many years, and

WHEREAS, the municipalities concur with the sensitivity of the
processor inform ation and agree to treat the inform ation as confi-

dential information, and

WHEREAS, the Department of Fish and Game fish tickets for
bottom fish have not been processed for several months, which means
no catch verification or fish tax verification is taking place at

this time, and

WHEREAS, this information is critical for both management of
the fish resource and accurate management of the fish tax

collections;

NOW, THEREFORE, BE IT RESOLVED by the Alaska Municipal League
that Governor Cowper and the Alaska Legislature adopt legislation
to fund adequate staff positions within the Department of Fish and
Game to properly manage the inform ation provided on the fish
tickets for all species in a timely manner to allow verification
and quality inform ation to the municipalities and an accurate

accounting for the raw fish tax.

Adopted this 13th day of November 1987

Ce ,, .
ATTrcT>e

ScotrTL Burgess, Executive Director



