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MEMORANDUM o m State of Alaska

CM:

DEPARTMENT OF NATURAL RESOURCES

Deputy Commissioners OATE:  January 12, 1987
Division Directors

Special Assistants FILE NO:

TELEPHONE NO: 465-2400

JudiFh M. Bra Department Order 124
Commissioner Land Use Planning
and Classification

ISSUE

Is it necessary for the department to complete a
comprehensive regionai plan before xJe classification or
sale of certain state lands or resource :;

BACKGROUND

The Chase 11l homestead project was offered to the public 1in
September 1984. Alaska Survival, claiming.the department
violated a number of statutory requirements, sued to block
the land disposal. Although the state prevailed in Superior
Court, the Supreme Court remanded the land offering back to
the department. A petition for rehearing to clarify the
Court®s ruling was denied.

DISCUSSION

The Supreme Court clearly interprets AS 33.04.065 as
requiring that comprehensive land use planning precede
classification. However, as described in the state”s
petition for rehearing, several other points 1in the Court®"s
opinion are vague or contradicted by the facts in the Chase
111 land offering.

Although lacking clarification from the Court, the
department recognizes 1its responsibility to make land and
resources available for maximum use consistent with the
public interest. The economic vitality of the state and
reliance of third parties on the actions of the department
require that the department take a pragmatic approach to
interpreting the Chase |1Il decision. The department will
request amendment of AS 38.04.065 to clarify legislative
intent.

POLICY

After August 19, 1986 and pending legislative amendment of
AS 38.04.065, site-specific land planning reports, as
described in 11 AAC 55.030(e), will net be used as the basis
for classification. The Court ruled that the land



Uepaetment Order 124 February 12, 1927

planning report requirement does not "properly implement"”
and is inconsistent with AS 38.04.065. Classification must
be based on a land use plan of a geographic unit large
enough to support the comprehensive process mandated by the
Supreme Court.

Classifications may be based on a comprehensive plan adopted
by a local government having planning and toning powers if
the commissioner finds that such a plan adequately
recognizes and protects state interests.

The Chase 11l decision does not invalidate classifications
already in effect on August 19, 1986.

Nothing in the Chase 111 decision affects 11 AAC 55.040 (1) .
Thus, the following actions continue to be exempted from the
requirement of prior classification; mineral location,
leasable mineral leasing, preference right conveyancer under
AS 38.05.035(b), 1land exchanges under AS 33.50, negotiated
sales of up to 10 MB? of timber and any amount of materials,
right-of-way leasing if no appraisal is necessary,
conveyances to municipalities and other state agencies, and
land "disposals in conformance with a Jlocal comprehensive
plan and local zoning ordinance.

Disposals of land or interests in land, as actions
independent of classification, are not affected by the Chase
Il decision. That decision applies only to the land use

planning and classification process.

Reclassification of land included 1in an approved area or
management plan may proceed under the amendment process
described in the relevant plan.



October 2, 1986

James Eason, Director

Division of 0il and Gas RECEIVED
Department of Natural Resources
P.0. Box 7034 0CT 0 8 1986

Anchorage, Alaska 99510-7034

re: roposed Five-Year Oil and Gas Leasin Program DMISON OF OLL & GAS
- Prop 1ve- ! 1ng 9 AuCHORAGe. ALASKA

Dear Mr. Eason:

Trustees for Alaska appreciates this opportunity to comment on
the State"s proposed 5-year oil and gas leasing program. Most of
our comments relate to the general approach to the State®s oil and
gas leasing program, rather than comments on specific sales. We
will submit more detailed specific comments on individual sales as
appropriate.

We strongly support the State®s suggestion to use increasingly
limited resources to focus on fewer lease sales (Schedule B). Any
attempt to continue the existing ambitious program in the face of
personnel cutbacks would be counterproductive, and would result in
less careful attention to each sale. As a result, we believe that
environmental protection would receive relatively less focus, i.e.
DOG would have less ability to limit or to prohibit leasing in
particularly sensitive areas, and to develop conditions and stipula—
tions necessary to protect important environmental resources.

The proposed cutback in the 5-year lease schedule also makes
sense from an economic perspective. While the call for comments
correctly notes that cutting back the 5-year program will result in
less areas being explored and developed quickly, it is not DOG"s
role to maximize short-term development potential. Rather, as the
manager of the State"s oil and gas resources, DOG must consider
ways to maximize the State-s long-term return from its resources in
a balanced fashion, while ensuring that development 1is cciductad
consistent with the protection of other resources, such as renew—
able fish and wildlife resources. Given the current oil market, it
wouid appear to make sense to limit prcd”htion at this time, in
order to maximize long-term returns. 3y slowing down development,
more attention can be paid to protecting environmental resources
for leases that are issued, and additional areas can be added as

oil prices increase. Moreover, future development 1in sensitive
areas can proceed w_th tne oenefit of technological advances that
may minimize overall environmental 1impacts. Therefore, we oeiieve

that che proposed reduction 1in the 5-year program is 1in che
long-iange interests of the State of Alaska.

725 Christensen Drive, Suite -1 Anchorage, Alaska 99501 (907) 276-4244



Despite our agreement with the overall approach, we do object
to the creation- in the 5-year plan cJ a firm expectation that a
prescribed minimum number of lease sales will be hela each year.
The call for comments does note that no final decisions have bec-i
made with respect to any given sale. Nevertheless, the general
statements establishing minimum numbers of sales result in consider—
able institutional pressure to proceed with the identified sales,
for fear of not meeting the identified "quota". State law requires
the Department to make an independent, objective determination,
based on all available information and public input at the time of
the sale, of whether each individual sale is in the best interests
of the State. Therefore, the 5-year plan should state simply that
the Department plans to "consider" the listed lease sales within
the deadlines set out in the schedule. n

We also are interested in the Department®s views cn the effect
of the State Supreme Court"s recent ruling in Alaska Survival v.

DNR on the oil and gas leasing system. The Court ruled that no
classification or disposition of state land may occur prior to the
development of comprehensive, regional land use plans. Presumably,

this ruling extends to. state land classifications and dispositions
that involve less than fee simple land conv "ance, particularly
since the Chase- land- disposal involved only surface- rights for
agricultural use. Many of the Department®s proposed lease sales,
however, are”in areas with no regional land use plans. While we
have made no decision regarding how we believe the Court®"s decision
applies to oil and gas lease sales, we believe that the issue de—
serves serious consideration. We would appreciate your views on
this issue. It would also be useful if you could provide an expla—
nation of how and v/hen state land is "classified" for purposes of
oil and gas lease sales, and how best interests findings for lease
sales relate to the land use planning process.

ANnfinaiiy, weiilave only a few comments at this time regarding
specific sales identified in the call for comments. We previously,
submitted comments on the Prudhoe Bay Uplands Sale, which has now
been split into two separate lease sales. We simply wish to reit—
erate our concern that these sales consider carefully the effect of
these sales on the adjacent Arctic National Wildlife Refuge, which
is currently being considered for either inclusion in. the National
Wilderness Preservation System or for oil and gas development.
Considerable wildlife migration occurs access the Canning River,
and some Central Arctic Caribou Elera calving may occur in this
area.

We are also concerned about the site of proposed lease sale
55, which stretches across tne arctic coastline from the Canning
delta to the region north of Teshekpuk Lake. While we have no
general opposition to additional sales in tne Pruanoe Bay region,
assuming adequate environmental safeguards, we object to the pro-—
posed inclusion at this time of coastal areas adjacent to the ANWR
and the Teshekpuk Lake Special Area. Our concerns about the arctic



coastline near the ANWR were specified in our coasaeics on the pro—
posed Camden Bay and Demarcation Point Sales. In addition, we
question the w=tsdom of planning a sale along the coastline of the
Teshekpuk Lake Special Area, before the Bureau of Land Management
decides what the appropriate oil and gas development policy for

this area should be. Oil development in the State"s coastal region
will entail the use of onshore facilities Ic support and transpor—
tation, 1including pipelines, in order for development to be economi—
cally feasible. In addition, the State 1is undoubtedly aware of the
tremendous 1importance of the Teshekpuk Lake region for waterfowl

and other important wildlife populations. Therefore, the State
should withhold its plans for development of this area pending a
decision by BLM.

Thank you again for this opportunity to comment on the State's
proposed 5-year oil and gas leasing plan.

Bco Adler
executive Director
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MEMORANDUWM
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March 4, 1987

Chairmen of che Standing
Committees /

Gerald L. Wilkerson Jj/T \\
Legislative Auditor "~
Division of Legislative Aidit

Release of Audits

On March 3, 1987 the Legislative 3udget and Audit Committee
approved for release to the public the enclosed audit re—
port (s) which mav be of interest to your Committee.

If you have any questions on this report(s), please contact
our office (465-3830).

Enclosure(s)



A SPECIAL REPORT ON THE
DEPARTMENT OF NATURAL RESOURCES
LAND USE PLANS

October 27, 1986

Audit Control Number

10-4263-87-S

Commissioner, Department of
Natural Resources Judith M. Brady

Deputy Commissioners, Department

of Natural Resources Robert Arnold
James K. Barnett
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S T M AUDIT DIVISION
c, POUCH v

JUNEAU, ALASKA 99811-3300
THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE
October 27, 1986

Members of the Legislative 3udget
and Audit Committee:

In accordance with a Legislative Budget and Audit Committee
special request and the provisions of Title 24 of the Alaska
Statutes, the attached report is submitted for your review.

A SPECIAL REPORT ON THE
DEPARTMENT OF NATURAL RESOIrTRCES
LAND USE PLANS

October 27, 1986

Audit Control Number

10-4263-87-S

| (B8 — .
Getald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit
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PURPOSE OF THE REPORT

In accordance with a Legislative Budget and Audit Committee
request and the provisions of Title 24 of the Alaska Statutes,
this special report was prepared to document our review of
land use plans prepared by the Department of Natural Resources.
Our review was conducted to determine the following:

1. The number of land use plans completed or underway.
2. The start and completion date for each plan.

3. The costs per plan.

4. The proposed plans including estimated start and
completion dates, budgeted costs, and positions.

STATE OF ALASKA L DIVISION OF I-EGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

Land use planning activities are carried out mainly by the
Department of Natural Resources (DNR), Division of Land and
Water Management (DLWM), under the authority of AS 38.04,
The Division of Forestry and the Division of Parks and
Outdoor Recreation also prepare land management plans as
directed by specific authorizing legislation. Although the
Department of Fish and Game does not prepare land use plans
itself, its Habitat Division is always a participant in the
planning process under the authority of AS 16.05.020 and

AS 16.20.

There are three types of land use plans set out in
11 AAC 55.030:

Statewide

The Statewide plan involves preparation of a land use
resource inventory, development of resource and land use
policies, and determination of primary use designations. m
The plan sets forth overall Statewide management guidelines.

Area

Area plans involve development of land use management goals
and objectives for specific regions within the State with
reference to the overall Statewide plan. Area plans set
forth unit management intent, designations, guidelines,
priorities, and classifications.

Management

Management plans involve plan implementation* This includes
preparation of detailed site-specific plans within areas and
includes field inventories and reclassification recommenda—
tions, as well as determination of restrictions, prohibi—
tions , and permitting requirements.

The planning process is comprised of the following siXx
steps:

1. An interagency planning team is formed with representa—
tives from each major interest group in addition to the
lead agency staff. This may include other divisions
within~DNR, other State agencies, the Federal govern—
ment, Jlocal government, and local organizations or other
interested parties.

2. The team identifies land use issues and needs through a
series of public workshops and meetings.

STATE OF ALASKA -3 OIVISION OF LEGISLATIVE AUDIT



AUDITOR"S COMMENTS

The Department of Natural Resources has undertaken 28 Iland
use plans since AS 38.04 was enacted in 1978. The Statewide
plan was completed in 1983; however, because additional
information is continually made available, the plan is being
updated on an ongoing basis. In addition, 12 area plans and
15 management plans have been undertaken. All plans are
listed in Appendix A along with their start and completion
date (if underway, estimated completion date).

The following table shows a breakdown of the plans by type
and status:

Plans Complete Underway Total

Statewide ongoing 1 1

Area 7 5 12

Management 12 3 15

Total i£ £ 28
Cost information for individual plans is available only for
area plans which are underway. Project accounting records
for completed plans are not adequate to provide requested
cost information by plan. Appendix B shows the cost break—

down by project for area plans underway.

Management plan costs were not accounted for on a project
basis; however, the following estimates were made available
by DNR/DLWM to provide some perspective:

Estimated Costs 18 Months 24 Months
Personal Services $125,000 $165,000
Travel 2,000 2,000
Contractual 31,000 31,000
Other 1,000 1,000
Total $159.000 $199,000
Costs incurred by the Department of Fish and Game were not
accounted for by individual plan. However, the Department
could provide estimates of their actual and estimated costs
to complete their work on the area plan. These costs are

included in Appendix B.

The Department of Natural Resources has not budgeted for any
additional plans and does not intend to undertake any plans
other than those currently underway unless the Legislature
provides specific fundinrt for the project.

STATE OF ALASKA -5- DIVISION OF LEGISLATIVE AUDIT
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ORGANIZATION AND FUNCTION

Land use planning activities are carried out mainly by the
Department of Natural Resources (DN?), Division of Land and
Water Management (DLWM), under the authority of AS 38.04.
The Division of Forestry and the Division of Parks and
Outdoor Recreation also prepare land management plans as
directed by specific authorizing legislation. Although the
Department of Fish and Game does not prepare land use plans
itself, its Habitat Division is always a participant in the
planning process under the authority of AS 16.05.020 and

AS 16.20.

There are three types of land use dans set out in
11 AAC 55.030:

Statewide

The Statewide plan involves preparation of a land use
resource inventory, development of resource and land use
policies, and determination of primary use designations. =
The plan sets forth overall Statewide management guidelines.

Area

Area plans involve development of land use management goals
and objectives for specific -.regions within the State with
reference to the overall Statewide plan. Area plans set
forth unit management intent, designations, guidelines,
nriorities, and classifications.

Management

Management plans involve plan imulementation. This includes
preparation of detailed site-specific plans within areas and
includes field inventories and reclassification recommenda—
tions, as well as determination of restrictions, prohibi—
tions, and permitting requirements.

The planning process 1is comprised of the following six
steps:

1. An interagency planning team is formed with representa—
tives from each major interest group in addition to the
lead agency staff. This may include other divisions
within DNR, other State agencies, the Federal govern—
ment, local government, and local organizations or other
interested parties.

2. The team identifies land use issues and needs through a
series of public workshops and meetings.

STATE OF ALASKA -3- DIVISION OF LEGISLATIVE AUDIT



An inventory of existing and potential uses and objec—
tives 1is developed based on resource type.

Alternative land use plans are developed and presented
to the agencies and the public for review and comment.

A draft plan is developed, reviewed at public hearings,
revised as necessary, and notice of classification is
given.

The final plan is adopted by the Commissioner.

STAT® OF ALASKA -4- oivisionar usgislat.v* audit



AUDITOR®"S COMMENTS

The Department of Natural Resources has undertaken 28 Land
use plans since AS 38.04 was enacted in 1978. The Statewide
plan was completed in 1983; however, because additional
information is continually made available, the plan is being
updated on an ongoing basis. In addition, 12 area plans and
15 management pi ms have been undertaken. All plans are
listed in Appendix A along with their start and completion
date (if underway, estimated completion date).

The following table shows a breakdown of the plans by type
and status:

Plans Complete Underway Total
Statewide ongoing 1 1
Area 7 5 2
Management 12 3

Total H £ M

Cost information for individual plans is available only for
area plans which are underway. Project accounting records
for completed plans are not adequate to provide requested
cost information by plan. Appendix B shows the cost break—
down by project for area plans underway.

Management plan costs were not accounted for on a project
basis; however, the following estimates were made available
by DNR/DLWM to provide some perspective:

Estimated Costs 18 Months 24 Months
Personal Services $125,000 $165,000
Travel 2,000 2,000
Contractual 31,000 31,000
Other 1,000 1,000
Total $159,000 $199,000
Costs incurred by the Department of Fish and Game were not
accounted for by individual plan. However, the Department
could provide estimates of their actual and estimated costs
to complete their work on the area plan. These costs are

included in Appendix B.

The Department of Natural Resources has not budgeted for any
additional plans and does not intend to undertake any plans
other than those currently underway unless the Legislature
provides specific funding for the project.
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APPENDIX A

DEPARTMENT OF NATURAL RESOURCES
SCHEDULE OF LAND USE PLANS
October 11, 1986

Begin Complete
Plans Date Date
Statewide Plan 07/78 ongoing
Area "Tans
Haines-Skagwav 07/78 06/79
Willow Sub-basin 09/77 09/82
Delta-Salcha 01/80 11/83
Susitna 01/87 04/85
Tanana 02/82 04/35
3ristol Bay 07781 09/84
SW Prince of Wales 07/81 06/85
Northwest 04/85 02/88
Kuskokwim 05/85 02/88
Copper River Basin 08/84 12/86
Prince of Wales Is. 07/85 03/88
Prince William Sound 10/85 09/87
Management Plans
Division of Land and
Water Management
Deep Creek 07/80 06/81
Delta Il West 02/81 12/81
Delta Il East 02/81 01/82
Nenana-Totchaket 03732 08/82
Salcha River 01/83 06/83
Little Chena River 03/83 12/83
Delta Creek 07/83 08/83
Fish Creek 07/83 08/84
Fairbanks Boro Trails 09734 suspended
Matsu Valley Moose 07/85 07/86
Hatcher Pass 07/85 10/86
Remote Cabin Permit 03/86 05/86
Division of Parks and
Qutdoor Recreation
Kenai River 07/84 07/86
Division of Forestry
Haines-Chilkat 07/82 06/86
Tanana Valley 01/84 05/87

STATE OF ALASKA -9- DIVISION OF LEGISLATIVE AUDIT



FY 35 4 FY 36 Actual

DeBartment of Natural

esources (DNR)

Personal Services
Travel
Contractual

Qther

Total DNR
(Man-Months)

Department of Fish
and Game (DFG)

Personal Services
Travel

Total DFG
(Man-Months)

Total FY 85 4 FY 36
Actual

Porsonal Services
Travel
Contractual

Other

Total Actual

Copper
R?&er

3astn

$229,300
7,700
13,300
5,400

256,200
(60)

78.600
5,000

83.600
T18)

307,900
12,700
13,800

5,400

339,300
(78)

STATK or »LAIKA

APPENDIX 3

DEPARTMENT OF NATURAL RESOURCES AND
DEPARTMENT OF FISH AND GAME
SCHEDULE OF ESTIMATED COSTS

FOR AREA PLANS UNDERWAY
For Fiscal Years 1985 through 1988

(Note )
Kuskokwim Northwest
$106,000 $139,300
17,000 24,000
6,300 11,100
6.700 5,200
136,500 179,600
(29) <38)
8,300 13,500
400 300
8,700 14.300
@ )
114,300 152,800
17,400 24,800
6,800 11,100
6,700 5,200
145,200 193.900
(31) 42)
-10-

Prince
of Wale3
Island

$119,900
9,000
11,400
1,000

141,300
(30)

12.500
-0-

12.500
Q)

132,400
9,000
11,400

153.300
34)

Prince
William
Sound

$ 95,900
5,300
15,700
5,300

122.700
(25)

95,900
5,800
15,70u
5,300

122.700
(25)

OIVISIK or ueai3L_ATIVI AUDIT

$

Total

690,400
63,500
58,300
23,600

336,300
(L82)

112,900
6,200

119,100
(23)

803,300
69,700
53,300
23,600

955,400
(210)



APPENDIX B

DEPARTMENT OF NATURAL RESOURCES AND
DEPARTMENT OF FISH AND GAME
SCHEDULE OF ESTIMATED COSTS

FOR AREA PLANS UNDERWAY
For Fiscal Years 1985 through 1983

(Note 1)
Copper Prince Prince
River . of Wales Wil_iam
3asin Kuskokwim  Northwest Island Sound Total

FY 87 & FY 38 Estimate

DeBartment of Natural
esources (DNR)

Personal Services $ 47,100 $175,200 $219,900 $211,800 $162,300 $ 816,300

Travel 2,500 14,500 66,500 21,700 6,000 111,200
Contractual 20,000 27,500 40,100 33,000 26,500 147,100
Other 1,000 2:500 9,300 3,000 2,000 17300
Total DNR 70,600 219,700 335800 269,500 197,300 1,092,900
(Man-Months) a2 (49) (59) (53) (42) (215)

Department of Fish
and Game (DFG)

Personal Services 11,200 14.100 21,000 10,900 40.300 97,500
Travel 300 1,000 -0- -fl- 2,000 3,300
Total DFG 11,500 15.100 21,000 ip,900 42.300 100,800
(Man-Months) ) (4) (7) (3) (9) (25)
Total FY 87 & FY 88
Estimate
Personal Services 58,300 189.300 240,900 222,700 203,100 914,300
Travel 2,800 15.500 66,500 21,700 6,000 112,500
Contractual 20,000 27.500 40,100 33,000 26,500 147,100
Other 1,000 2,500 9,300 3,000 2,000 17,800
Total Estimate 32,100 234.300 356,800 280,400 239,600 1,193,700
(14) (53) (66) (57) (51) (240)

Total Actual and
Estimated Costs $421.900 $380,000 $550.700 S434.200 §362.30Q §2.149.100

(Man-Months) (92) (84) (108) (91) (76) (450)

Note 1. The estimated and actual costs included in this schedule were obtained for personnel
within the Division of Land and Water Management, and reflect the direct costs of the
Resource Allocation Section. We did not audit the amounts provided, and accordingly,
we do not express an opinion on this schedule.

STATE OP ALASKA -11- DIVISION OF LEGISLATIVE AUDIT
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HEPARTI\/IEZVT OF NATURAL RESOURCES 400 WIU.OUGHBY AYE

JUNEAU. ALASKA 99801-1796
PHONE: (907) 465-2400

STEVE COWPER, GOVERNOR

orr/ce oF Twe COMMISSIONER

February 19, 1987

Mr. Gerald L. Wilkerson, CPA

Legislative Auditor

Division of Legislative Audit

P.C\ Box W FI3 UJ -v/
Juneau, Alaska 99811

Dear Mr. Wilkerson: T - "
Re: Preliminary audit reports on:

"A Special Report on the Department of Natural
Resources, Land Use Plans, October 27, 1986"

"A Letter Report on the Alaska Historical
Commission, December 16, 1986."

This letter provides the Department®s response to the
referenced preliminary reports and is intended to identify the
Department®s agreement or disagreement with the financial
representations and the audit conclusions in these reports.

(A) A Special Report on the Department of Natural Resources,
Land Use Plans, October 27, 1986.

The Department generally concurs with the financial
information and auditor®s conclusions represented in the
report, and the schedules displayed in the appendices
accurately reflect information provided by my staff.
However, the following clarifications are appropriate:

1) The actual costs for area plans underway will probably
be lower than indicated in the "Schedule of Estimated
Costs for Area Plans Underway" (pp- 11). The cost
savings result from the use of a two-person rather than
a three-person development team in the Northwest Area
Plan. Furthermore, cost savings will result from lower
printing costs.

10-J9LH _13-
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(C) Conclusion
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review.
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Cc™nnissioner
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Director 0 e Division of Parks and Outdoor Recreation

[1lc

J S
ISMIRD:audit response



AUDIT DIVISION
POUCH w
JUNEAU. ALASKA 99811-3300

,craIn era

THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

December 16, 1986

Members of the Legislative 3udget
and Audit Committee:

RE: Alaska Historical Commission (AHC)

This letter constitutes our report on the status and
operation of the Alaska Historical Commission.

AHC was created in 1972 within the Office of the Governor.

In 1980, the Commission was transferred to the Department

of Education by Executive Order No. 43. The Commission
consists of the Lieutenant Governor who serves as chairman,
four members appointed by the Governor, and the Executive
Director who serves as a non-voting member of the Commission.

The duties of AHC are to:

1. Survey, evaluate, and catalog Alaska prehistory and
history materials now 1in print.

2. Ascertain and register what Alaska prehistory and
history work is now in progress.

3. Identify the existing gaps in the coverage of Alaska %
past in presently available published works and
establish priorities for bridging them.

4. Prepare a thematic study of Alaska®"s history for
historic preservation.

5. Identify the sources of Alaska®s history.

6. Coordinate the production and publication of works that
will adequately present all aspects of Alaska"s past.

7. Cooperate with Federal government programs relating to
history and archaeology.

Prior to FY 87, AHC operated on a budget averaging approxi—
mately $550,000 which included grant funds of approximately
$300,000. Faced with declining State revenues the Legis—
lature appropriated $100,000 to operate AHC during FY 87.
This amount was further reduced to $85,000 as a result of
Governor Sheffield"s FY 87 budget reduction measures.



Legislative Budget and -2- December 16, 1986
Audit Committee

In June of 1986, the Lieutenant Governor and the Commission—
ers of Education and Natural Resources recommended that the
Governor issue an executive order transferring AHC to the
Department of Natural Resources (DNR). Once transferred to
DNR"s Division of Parks and Outdoor Recreation, AHC would

be consolidated with the Alaska Archaeological Survey and

the Office of History and Archaeology.

On July 2, 1986 a Reimbursable Services Agreement was executed
effecting the transfer. The consolidation should " pro—
duce a single more effective and economically sound effort to
promote the preservation “~nd understanding of Alaska"s history
and prehistory.” A draft executive order has been prepared

and will be submitted to both houses of the Legislature.

Unless disapproved by the Legislature, the order becomes
effective after 60 days.

Since the consolidation in July the major efforts of AHC have
been in two directions, the integration of the three agencies
being consolidated, and the finalizing of the twelve active
grant projects in existence at that time. No new objectives
have been set for AHC as they have met only once since the
consolidation and have delayed new program development until
they are aware of what budget restrictions they will be
operating under with the new administration.

Conclusion

While the integration of the three agencies 1is not yet com—
plete; 1in our opinion, it appears that the remaining functions
of AHC could be absorbed by DNR. Therefore, we recommend that
the Legislature consider the repeal of the AHC statutes and
the elimination of the executive director position, The rawly
consolidated history and archaeology section should ensure
that it has the necessary statutory authority to continue

the basic historic preservation goals of AHC.

As an alternative to the elimination of AHC, the Legislature
may want to consider merging the Commission with the Historic
Sites Advisory Committee which also works with the history and
archaeology section u.ider the Alaska Historic Preservation Act
(AS 41.35). The new]y constituted panel should further en—
hance the Department®s efforts to integrate its history and
archaeology functions, while also reducing the administrative
costs associated with _.o separate public panels advising the
same agency.

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



STEVE COWPER, GOVERNOR

DEPARTMENT OF EDUCATION GOLDBELTPLACE

a0l west tothstreet
POUCHF
OFFICE OF THE COMMISSIONER JUNEAU. ALASKA 99811

January 28, 1987

Gerald L. Wilkerson
Legislative Auditor

Division of Legislative Audit
Budget and Audit Committee

PO Box W

Juneau, Alaska 99811

Dear Mr. Wilkerson:
We have reviewed your preliminary report on the status and operation of
the Alaska Historical Coircnission. Because the Commission is appointed by

the Governor and independent of the Department of Education, we have no
comment on your report.

Sincerely,

Commissioner

cc: William Hanable, Executive Director
Alaska Historical Commission

Judy Brady, Commissioner
Department of Natural Resources



" C fr] S a N / STEVE COWPER. GOVERNOR
£>ytS r IniLM I

OEPAKTMGNT OF NATURAL RESOURCES 400 WILLOUGHBY AVE.

JUNEAU. ALASKA 99801-1796

OFFICE OF THE COMMISSIONER PHONE (307) 465-2400

February 19, 1987

Mr. Gerald L. Wilkerson, CPA

Legislative Auditor o/
Division of Legislative- Audit .
P.0O. Box W ' FEB 23 1S67 n
Juneau, Alaska 99811

Dear Mr. Wilkerson: of A

Re: Preliminary audit reports on:

"A Special Report on the Department of Natural
Resources, Land Use Plans, October 27, 1986"

"A Letter Report on the Alaska Historical
Commission, December 16, 1986."

This letter provides the Department®s response to the
referenced preliminary reports and is intended to identify the
Department®s agreement or disagreement with the financial
representations and the audit conclusions 1in these reports.

(A) A Special Recort on the Department of Natural Resources,
Land Use Plans, October 27, 1986.

The Department generally concurs with the financial
information and auditor®s conclusions represented in the
report, and the schedules displayed in the appendices
accurately reflect information provided by my staff.
However, the following clarifications are appropriate:

1) The actual costs for area plans underway will probably
be lower than indicated in the "Schedule of Estimated
Costs for Area Plans Underway" (pp- 11). The cost
savings result from the usn of a two-persor. rather than
a three-person development team in the Northwest Area
Plan. Furthermore, cost savings will result from lower
printing costs.

10-BLH



2) The Auditor®s comment (pp-.5) states 1in part, "The
Department of Natural Resources has not budgeted for any
additional plans and does not intend to undertake any
plans other than those currently underway unless the
Legislature provides specific funding for the project."”

It should be noted that the Governor®"s FY 88 budget
proposal would allow the Department to begin 3 or 4 new
area and/or management plans in the last half of FY 88.

(3 A Letter Report on the Alaska Historical Commission,
December 16, 1986.

We agree with the report"s conclusion that the remaining
functions of the Alaska Historical Commission could be
absorbed by the Department of Natural Resources. To
decrease administrative costs, the Department®s FY 88 budget
request does not include funding for the position of
Executive Director of the Alaska Historical Commission.

Proposed statutory amendments to the Alaska Historic
Preservation Act (AS 41.35) have been drafted. If accepted
by the Legislature, the amendments will assure that the
Department has the necessary statutory authority to continue
the basic historic preservation goals of the Alaska
Historical Commission. These amendments also merge the
Alaska Historical Commission and the State Historic Sites
Advisory Committee.

(C) Conclusion

The Department appreciates the thoroughness and
professionalism that"has been consistently demonstrated by
your staff in the performance of the audit examinations. The
conclusions reached and the financial information
represented provides a good assessment of the programs under
review.

Sincerely,

L jJudith M. Brady
* Commissioner

cc: Deputy Commissioners
Director of the Division of Land and Water
Director of the Division of Parks and Outdoor Recreation

JMB/TS/rlc
IBMIRD:audit response



AREAPLANS ~

PIPELINE UTILITY CORRIDOR
(From Yukon River to
Nort'i Slope Boundaryl

0y
NORTH SLOPE
BROOKS 8ROOKS
..RANGE RANGE
UPPER
SEWARD YUKON

PENINSULA
YUKON KOYUKUK

WILLOW SUSBASIN
TANANA HATCHER PASS
MATANUSKA VALLEY
MOOSE RANGE
LOWER YUKON
KUSKOKWIM
HAINES-SKAGWAY
PRINCE
WILLIAM SOUND
KENA
SOUTHEASTERNA?
KOOIAK

PRINCE OF WALES ISLAND

ABEA PLANNING STATUS

FEBRUARY 1987 ED Completed area plans

Alaska Department of S23 Area plans in progress

NATURAL ED Not scheduled for area
RESOURCES planning



W h vy £ g Area Plans?

The pIanan process IS of settling_ differences, IS of
Hem Ing t H e and use tate lands. “There are many dlf erent |des on
ow state ands Ts 0 e used, and sometlmes t eseq prg 0se liSES have the
otential to conflict W|th each’ other.” However, wit v nce anmngi
otentiall % con |ct|n ses can occur IF the same area. oug ann|
rocess t % (f the state can help choose th ways t

anaged.  The plans aso make 1t clear to the public what ¢ 0|ces ave een
made and the reasons for those choices.

Tie Planning Process

Public Identifies Issues - Public meetings are held to learn of local
problems, Interests, and concerns about staté lands.

Gather Infor atle - Intonnatlon bout natura’ S,
minerals, fish, forests, etci existing land atses and ciwnes ip, “and
economic and social charactenstms IS gathered, mapped, and analyze

etﬂare Plan Alternatives - Oifferent dand use Plans are developed using
IC_conntents, resource  Informatron, and state policy

Public Reviews Alternatives - Public meetings are held to review alternatives.
Prepare Draft PIan foF State t[ands -. Public co menta are 0‘rewe\g conthcts
are resolved, a preterred alternative Is selecte raft plan is
written,

Public Reviews Draft Plan - Public hearings are held on the draft plan.

e are Final Plan - haﬂgs to the draf Ian are made based on public
omments. Final plan recommendations are eveI ped.

Adopt and Implement the Plan - The_Commissioner of the Department of Natural
desgurces adg ts the rtmal plan The pran guides the statga land management
ecisions.

resources  (oil and 0a



Status of Area PIlans

Bristol Bay. Adopted in September 1984, Covers 13 mrIIr n acres _of
state-owned” and state-selected "land gres are avajlable at DNR Information
Offices and have been sent to state depository libraries.

Copper River Basin. ?ted in N vember 1986. Cove 3.3 mi IIron acres . of
state-owned and state-selecte Copies are avajlable at DR Information
Offices and have been sent to state ‘depository libraries.

Hatnes/SkagwaCy Ado{Pted in June, 1979. Covers 400,000 acres of ?tate-owned
or state-sélected Sup erseded %y the Alaska ChrIkat Bald E ge Preserve
ana ement an eCo ember, th e Haines State Forest Man ?ement Plan
6 uar opies of a t ree plans are avajlable at DNR Tnformation
ffices and have “been sent to state depository libraries.

Kuskokwim Basin. This plan is for 16,6 million acres of state owned or
state Eelected Jand. Aternatrveﬁ have Dbeen develdped and wr rscHss%e

draft)eJ d rrrrr]eetrn ; Irr]n ataen lVlsarr(“:nmerandreeaerl)ed AatrI 'c meetn ?a'h tWe fall
ur r u View r Ings |
f 1987 ana’ gado ted brX %ebruar 1988. " The_ plan vFr)rLrJI? address %uch ISsues as

fferin eveopment mining, coal development, fish and
erdIrfe ha t efre tion. Specral emphasis  will" be placed on
preserving access to state ands.

Northwest. ~ This plan_is for 10 million acres of state-owned or state selected
lands in the Berrng Strarts re on h ort west Arctic Borou%| and the far
western se ment 0 g orougt Aternatrve land "use patterns

have Deen deve oged an WI? cusse dpu lic meetrngs In late March and
ear| Aprrl The pIan wr ra te during the ™ spring and_ summer,
reviéwed at public  meetings in the of 1987, “and adopted in February,

. SubsrsPence IS an important use of resources In the Northwest.  Other
Issues of importance are ‘access to state land, reindeer grazing, land
offerings, trapping cabins, oil and gas development, and mining.

Prince of Wales Island. An area plan coverr(qg the south eséern tt)art of the
island was adopted in_June, 1985, ‘The remaindér of the islan he su gect
of ‘an ongoing plan. This plan is_for 30,000 agres of state- owne or st %
seIected uplands and about one mi’ lion acres of a dracent tidelands an u
merged lands. ternatrve mana ement schemes Wil b rscusse g)u
mee rngs n the sprrnrh; draft a{)an will be distrib uted rn t aII
with adoption of the final plan ntrcr ated rn March .

wr ddress such ISsues as land oferrng og transfer ang storag facrIr
ties, roatrn% camps, floathomes, sea-fafming, “and state selectionS from the
Tongass National Forest.



Prince Vllliaa Sound. Th|s
state-selected upIandsand mo?

liam Sound. Ff \3/

me tmqs In the aI an fadoHot

such  Tssue ﬁ L g the ocat|on of comm rcial and  public

recreation a(:||t|es HOF omeS, aquaculture, sea- ar mgC state ele t|ons

from the Chu gach National Forest, oonng areas, ccess to the beach,
Ishing areas

lakes, streams, and important hunting and

Susitna.  Ado ted in Aé)rll 1985. Cover? 9.5 m|II|oq acres of %ate -owned and
state-selecte opies are available at D\R Information Offices and have
oeen sent to state dep03|tory libraries.

Tanana 8a In. Adopted in Aoril, 1985 Covers 12.5 million res of state-
8‘7”3 tate- sgfected Ian(? Coples . are aval?abr? at D% Information
fices and have been sent to state depository |brar|es

lan isfor 850,000 acres of state- owned or
fpthe t|§elands and submer%ed anél |n rmce
Baftedb June,. 1987 |scusse F g
e December, 1987 lan. wil ress

For more information on. aiea
plans, contact:

Dept, of Watoral aesources
~3Twi and Water Mg,

7Ha303urca7A0II003cat|on Section
a 3o0x

Anchorage, Alaska 99810

(9071 361- 3020
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May 12, 1987

The Honorable Adelheid Herrmann
Co-Chair

House Resourcis Committee
Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Adelhoid,

The prospect of mariculture development 1is generating
considerable interest in Alaska this year. I believe that a
mariculture industry can provide substantial economic
benefits to our coastal communities and help diversify our
economy . However, such an industry must be developed in an
orderly fashion which provides the maximum benefit to
Alaskans while ensuring protection for our existing fisher—
ies resources, other resource users, and the environment. I
have outlined for you the orinciples | believe must be
satisfied to meet these goals. I believe that these princi—
ples and the other broad public policy questions that were
raised during the public hearings process should be
addressed.

I have already directed the state agencies to begin working
on the technical 1issues affecting mariculture development.

I believe that it would be beneficial to form a joint
interim committee consisting of the Legislature, the admin-—
istration, and the affected interest groups to resolve the
conflicts surrounding mariculture development.

Mariculture holds promise for Alaska, but we must not repeat
the mistakes made elsewhere. The development of a mari —
culture industry in Alaska must not be done piecemeal. LTe
cannot allow a situation to develop here or proceed 1in the
same way that occurred in Rritish Columbia.

I appreciate your support a orts in helping to resolve
these 1issues.

Steve
Governor



Dear Sen. Herrmann

Enclosed is a copy of the letter | sent to all the representatives
and senators. I firmly believe in encouraging Alaska®s growth of
resources. In the past we have all sat back on our oil laurels
without promoting other valuable assets of the State and the
public is paying dearly for our apathy now. I understand

your concern for the Sea fishermen, out 1 really feel our
freshwater farming of silver salmon will only help to benefit
fishermen by keeping markets buying in Alaska.

Because of this firm belief, 1 see your latest bill to eliminate
salmon farming completely as a disasterous move. A move that will

open markets to other states and governments which in time will even

shove out the Alaskan fisherman.

I sincerly hope I have shed some light on fish farming and have
alleviated some of your fears, at least on fresh water farming.

I may possibly be in Juneau May 15 to address this subject.

Cordially

Andy Wescott

fcXTTICE JBX nORADQ C&OIdD CAJOT TOTTIH<

Andy and Pam NVeseoit
1132 Lakcview Ten ace IV Jr
Fairbanks, Alaska 99701 —

Phone (907) 456-4598 for information



1132 1~keview Terrace
"ai rlvmks, Alaska P0701
May 6, [IHH7

Dear Rep. Herrmann,

Andy and | have been working on a project, lo raise fresh water
silver salmon to a selling size of five (5) or six (6) pounds.

Our landlocked salmon will not be released into streams as they
will be placed in an enclosed lake where we"ll be able to monitor their
progress and eliminate chemical pollutants. We will Ire able Lo
supply buyers with a pure fish. Also, our salmon will not adversely
affect tidelands, as they will not Ire near any, nor will they be able
to infect wild stocks in case of disease, which is minimal because
of the controlled arena in which they will grow.

Salmon fry will be in-housed the first year and placed into a lake
the second for final growth. Eventually, we hope Lo i.n-house them their
entire growth.

Buyers will be able to purchase fresh fish all year instead of
buying from foreign markets nine months of the year, fur capability
of supplying during the winter will keep buyers buying in the Alaska
market thereby enhancing the sale of Alas!<an seafood products.

Each year we will need to collect eggs or secure them from hatcheries
as our landlocked salmon will not sexually mature.

We have read House Bill 108 and Senate Bill 106 which seem expressly
concerned with the tidelands. To reiterate, we will have no tidelands
problems. The new bill introduced by Senator Herrmann to eliminate the
farming of salmon completely seems an unnecessary move to try to eliminate
an unwarranted threat to the comercial fishermen. Our fresh water
salmon will not constitute a threat, but compliment sea fishermen by
keeping markets in Alaslca all year long.

discussions with local sports fisheries biologist, Mike Kramer,
have been very positive. At this time, extra frys are growing at
the Clear Hatchery. Without a positive go on our project these
extra fry will be discarded as waste products as there are no funds
to place them. I will forego the problem of world hunger at this point.

Besides the market capabilties of our fresh water salmon, the
education acquired through our novel project would he beneficial to
university students, Fish and Wildlife and the breed itself. In
addition to the education we would welcome visitors to the facility.



Page 2 of 2

Without the acquisition of these salmon this year, our project
would be held up for a year until the next group of salmon spawn
thereby allowing other world markets to increase their grasp on
the salmon trade. |If Senator Herrmann®s protectionist bill passes,
it would be a two year or more hold on our project.

So, basically our major problem narrows down to: Do commercial
fishermen hold a monopoly on salmon, reared in state hatcheries, in
Alaska?

As 1 have stated throughout this letter, for nine (0) months
of the year local markets buy salmon elsewhere, i.e. Sweden.
This lapse of salmon availability encourages buyers into other
markets where they may possibly stay and not return to Alaska contacts.
A\ir product availability could keep these buyers in the Alaska
market thereby securing a trade for sea and fresh water salmon.
The concept is the same marketing as placing a burger King store
near a McDonald"s, fhe availability draws the public market
and provides both with a handsome income.

When inventive free enterprise is curtailed and limited by the State,
everyone feels the impact. Currently, Saudi Arabia is in-housing fish
to compete heavily in a world market desperate for more fish, fish which
are raised faster and pure of chemicals. Alaska®"s incapacity to move
forward in innovative projects may very well jeopardize market after
market of resources.

I have enclosed a copy of an article from M.S. News & World Report
concerning catfish farming and the profits to Mississippi by promoting
a bottom feeding fish with a previous disgusting reputation.

Andy and | thank you fur your time and sincerely hope to become
future fresh water salmon fanners.

Andrew and Pamela Wescott, future fish farmers

P.S. I1f you"d like more research materials, | have a copy of the work
done by the Department of fisheries at Lhe Pacific biological
Station in Nanaimo, British Columbia.



The best thing th*at3 happened to the South since cotton?

ft. fish
tale worth
telling

m'Farm-raised catfish is as mild and
fresh tastrng as ang fish you could ever
eat It sa t or Bls
rozep ca rsh fillets. Cat ?h Yep,
It takes three more pyfcd-up Para
graphs to ex Iarn that thrs rs no the

Ht ered'Ses”te o tﬁé’gws%“t
sapﬁ Rrver orsustenance Nosrr Ths,

Paul’s, rs an exqursrte fish,

Its orn to take more than. three
ara hs for the Richards Group,
advertrsrn agenc ortect

rn us ry to convince on?umers of

tat But ast month. for the first time,

e natlon's catfish tarmers anted  up
5 mrIIron for the Dallas-hased frrm

in case an
thoug¥rt they dent mean busrnesls as}t
week they brought in Golin Harris, the
public-relations firm for companies

such asMcDonadsan Sara | ee.
“We' re liied of this," safysBrIAIIen
head of the American Catfish Institute,
the 5200 million Industry's marketrng
grm In Belzoni, Miss, * We are tryrng t
ifferentjate ouUr product from the scav-
gggletr fish that everybody thinks
Farm-raised catfish is, in fact, a dif-
ferent product. Grown N man-made
SP rngdwater onds, the fish 1s fed a
i B
jrtyt?rred d co)rnmeal frrtters called

Eup{ores it ass own up late

menu trg Manhattan rf tau
rants res nding’ o the, re lonal-fongd
craze. Last year. hur e nation's
second-lar est fried- chrcken chain,
bought S55 million worth of fillets to
Introduce at their outlets nationwide.
But that is not enough. Says Allen:
We want it to be perceived s a clas-
sic, Dover-sole kind offish.”
Swimming upstream

Unfortuna eI?/ says Richards Grou
account execut ve JeIf rPshaw here
rs more" han one misconception about

rsh Market research shows that In

r lon to rt reputa lon as a mud

ru er, catfish 1s ereve fome
on?um s 10 900 onl when ried
whi ers don’

nt t are rta
home ecause they think i s ells ba
Harder to comDa rs its rmara;e as what
Upshaw calls a “strictly jeans-and-T-

66

shirt product. People feel it's not chic
[0 order 1t In an upscale rest aurant."
This Isa Proble that catfish proces-
?ors have a eadY beoun to tight at the
ood-scrvice level. Delta Catfish Proces-
sors, Inc., of Indianola, Miss., the
world's largest cattrsh DIOCESSO, recent-
y hired New Orleans chefJohn Folse as

aconsultant. | Ir?] demonstratrons of ele-

gant recipes such as catfish mousse and
pan -sauteed cafish with sauce meunier
even are available on vrdeo
] lnB'aII%IW \((:or acnhrc %earﬁgtesserés such
S uccl's r's carr
smoked version of the fish, and t¥red
catt{s is featured on_menus fro
Coast restaurant in Greenwic Vr|-
(ag %Par Avenue’s Ritz fF Delta
tfish Processors' Delta Pride line now

CRISP FRIED CATFISH

6 .smallJarm-rimed catfishJillcts
/ teaspoon salt
//'/ teaspoon pepper
2 cups yellow cornmeal in a
brown paper hay

tptari cook lay oil

Sprinkle callisli lip,Inly with s.ill ami pepper.
When reaily In fr fh dlup Ii\li into the hag and
shake In coal with commeal.

Use a deep pot or iron skillet tilled half full
with cooking oil. Meat until just smokrngi hot.
Place each piece of lish into oil separately.
Cook on high heal until lish Hunts to the lop
and reaches a golden brown. Drain well on
paper towels. Serve hot. Makes 6 servings.

Vi**

liwr'dfi *a

ofters preseasoned roien Catfish Clas-
sics to restaurants lacking adventurous
chefs Avarlable in C?At/n butter-garlic
and |emon- PetP per flavors, they” will
soon be avar e rdrocer stores
All"t rs IS ews {0 the arIrng
farmers of the rssrssrgpr Delta, where
8 percent of the worl scat ish s pro-
duced. John Dillard, a catfish farmer
and stockholder 1n Delta Catfish Proces-
sors, saP/s that this %ear Mississippi farm-
ers will prod uce 0 millign rﬁound of
catfrsh 30 million pounds more than
[ast %ear—an farmers |n Arkansas, Al-
a and Loursrana will add to the pile.
“I we end up with 2 mrIIron goundswe
cantseII we're In trouble. W vegot t0
seII tem because t eres no loan on

catfish overnment J)a ments.”
Like mot catfs rmers, |Iard
began growing catfish on unuse arm

land asa sideline to hrs main busrness ot
cotton, soybean and rice tarmrng
now, he says, “the catfish business Is
bigger |ran our, farmin operatron in
termso dollaiS." Sgg ebb Franklin,
Mississippl's second-district congress
man. atfrsh farmrn Is.the only Bright
spotha riculturall Ise {n my district."
e even ar rum Ing so chang-

%te eneric name rom farm- rar?ed
ca frsh o Mrssrssrppr rarsed o Deta
rarse h) 5| rrt)gr the ch ard 3
rou(o intends to explore, r¥ not?
ldaho has Its potatoe and Florida its
oranges. Mayhe It's time for Mrssrssrppr
lo claim catfish.

by Julia Rood

U S.NEWS & WORLD REPORT. Nov. 10. 1986
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) HOUSE COMMITTEE REPORT

Date referred: 3/22/88 FURTHER REFERRALS: Finance
DATE
The Resources Committee has considered 2d SSHB 314

"An Act relating to the allocation of fisheries business taxes to
municipalities by the Department of Community and Regional Affairs; and
providing for an effective date.™
RECOMMENDS :
replace with *S$.5> {~] O
t ] attached afenumeht(s) t

] the same title

] a new title

[ 1 do pass
[ ] do not pass
[ X1 no recommendation

{ ] individual recommendations

[ ] additional referral to the Committee
ADOPTS: [ 1 letter of intent
ATTACHES NEW FISCAL NOTE(s):
[ 1 fiscal impact E;k] same as previous Tfiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ 1 same as previous zero fiscal

ngte published
SIGNING DO PASS: SIGNII

VL

Asi /& -< —

‘cddL frjL cJ
Chairman®"s signature



SSHB 31/V

Sid

SIATft OF ALASKA BILL VERSION: SSHB 314
1988 LEGISLATIVE SESSION PUBLISH DAIlh: 3/15/88

FISCAL NOIL
REQUEST:
Revision Date: Agency Affected:Revenue
T1ltle:An Act relatlng to the allocation BRUrIncome and Excise Audit Division
of fisheries business taxes to municipal °
SDonsor:Communlty & Regional Affairs Components:

Requestor: He,-rmann

EXPENDITURES/REVENUES:  (Thousands of Dollars)

1FY 8 1FY 8 1FY 9 1FY 91 1FY 92 1FY 93
OPERATING I L
| PERSONAL SERVICES - 170 | 170 | 170 1 17.0 | 17.0
TRAVEL - I 1 - 1 - 1
* CONTRACTUAL - 0.2 | 32 | 32 i 32 | 3.2
SUPPLIES - S5 5 1 S5 1 S50 5
EQUIPMENT - 1 1 - 1 - 1
LANDS & STRUCTURES - ! 1 1 - 1 - 1
GRANTS, CLAIMS 1 1 - 1 - 1
1 MISCELLANEQUS 1 1 1 - 1 - 1
1 TOTAL OPERATING 1 - 1 277 | 207 | 20.7 1 20.7 | 207
1 CAPITAL 1 - 1 - 1 - 1 1 - 1 -
1 REVENUE 1 - 1 - 1 - 1 1 - 1 -
FUNDING: (Thousands of Dollars)
| GENERAL FUND | - | 277 | 20.7 | 207 1 20.7 | 20.7
| FEDERAL FUNDS | - | - 1 1 1 - 1
| OTHER I - 1 - 1 1 (|
1 TOTAL 1 - 1 277 | 207 1 207 1 20.7 | 20.7
POSITIONS:
| FULL-TIME | - | 1 1 - 1 - 1
| PART-TIME I - | 1 1 1 1 1 i i1
1 TEMPORARY 1 - 1 1 1 - | - 1
ANALYSIS: (Attach a separate page if necessary) e
Prepared By: Steven E. Kettel , e Yoo Phone: 465-2320
Division: Income and Excise Audit Divisio / Date: March 15, 1988
<
J-
Approved by Commissioner:  Hugh Malone-""v Date: -/*/fy<rr et

Agencv: Department of Revenue

Distribution (by preparer):
Leg’slatlve Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(les) page of



HU 314 Analysis Prepared By: Steven E. Ketcel
Income and Excise Audit
March 15, 1988

Personal Services

Position Location Annual Salary/Benefits
Accounting Clerk Il Juneau $17.0

This creates one seasonal half time
position to copy and file returns.

Contractua’

Design and Printing of Forms $7.0

File Cabinet $.7

Copying Charges $2.5

TOTAL $10.2
Supplles

Office Supplies $.5

tjiAL $.5

OPERATING TOTAL safex ' 31.7
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Original sponsors: Herrmann and Cato

IN THE HOUSE BY THE RESOURCES COMMITTEE I
CS FOR 2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 314 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the allocation of fisheries
business taxes to municipalities by the Department of
Community and Regional Affairs; and providing for an
effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS. The legislature finds that

D) it has been a longstanding state policy to share fisheries
business taxes with municipal governments in the areas 1in which the fishery
resources are harvested;

(2) these shared taxes constitute an important sourc of revenue
to municipal governments to mitigate the effects of fish ha sting and
processing activities;

3) there is an impact 1in communities that experience an in-—
crease in population or influx of people;

4) fishing activities such as harvesting and processing create
an influx ofpopulation throughout the year in many coastal communities;

(5) the state has a vested iiterest 1in encouraging communities
to provide adequate services;

(6) revenue generated through the sharing of fisheries business
taxeswill help many fishing communities to provide adequate services and
toprepare for future damage attributable to fisheries activities.

*  Sec. 2. AS 29.60 1is amended by adding a new section to read:
ARTICLE 6. SHARED FISHERIES BUSINESS TAXES.
Sec.29.60.450. FISHERIES BUSINESS TAX ALLOCATION. (a) A

-1- CS 2d SSHB 314 (Res)



municipality 1is eligible for a fisheries business tax allocation if j
the municipality demonstrates to the department that the municipality
suffered significant effects from fisheries business activities during
the base year.

(b) Before making a tax allocation under (c) of this section, a !
portion of the tax revenue available under AS 43.75.130(g) for allo—
cation under this section shall be apportioned by the department to
each management area based on the ratio of the management area®"s fish
ana shellfish production value to the total fish and shellfish produc—
tion value for all of the management areas. The department may com—
bine management areas if requested and if the department determines
that there 1is a significant cross-boundary effect between management
areas within a management region.

(c) The tax allocation to an eligible municipality is the sum of

(D) the result of dividing the number of the management
area"s eligible municipalities for the tax allocation year 1into one-
half of the tax revenue apportioned to the management area under (b)
of this section for the tax allocation year; and

(2) the result of multiplying the municipality"s population
ratio by the other one-half of the tax revenue apportioned to the
management area under (b) of this section for the tax allocation year.

(d) If a uorough and a city that < located within the borough
both qualify as eligible municipalities under (a) of this section for
a tax allocation year, the department shall exclude the population of
the city from the borough®s population when calculating the borough®s
population ratio under (c) of this section.

(e) A municipality that receives a tax allocation under this
section shall use the tax allocation to help reduce the effect of

fisheries business activities on the municipality, and mav thereafter

CS 2d SSHB 314 (Res) -2-



use the tax allocation for the expenses of any municipal service.

@) At the request of the department, an applicant cr a re-—
cipient of a tax allocation shall provide the department with the
assistance and information available to the municipality that 1is
necessary for the department to carry out thedepartment®s duties
under this section relating to the municipality.

(9) The department may adopt regulations necessary to Cdlly out
the provisions of this section.

(h) In this section,

(1) "base year"™ means the calendar year that precedes the
application deadline for the tar: allocation year;

2 "effect” means the <change attributable to fisheries
business activities on the municipality"s

(A) population;

(B) employment;

(C) finances;

(D) air and water quality;

(F) fish and wildlife habitats; and

) ability to provide essential public services,
including health care, public safety, education, transportation,
marine garbage <collect Lon and disposal, solid waste disposal,
utilities, and government administration;

(3) "fisheries business activity"” means activity related to
processing fisheries resources for sale by freezing, cooking, salting,
or other method and 1includes but 1is not Ilimited to canneries, cold
storages, freezer ships, and processing plants;

) management area” means one of the geographical units
designated by the Board of Fisheries by regulation adopted wunder
AS 16.05.251(a)(2) For the management of the commercial Ffisheries of

-3- CS 2d SSHB 3H (Res)



the state;

(5) "population™ means the population determined under
AS 29.60.020;

(6) "population ratio"™ means the base year population of
the municipality divided by the population of the management area;

@) "production value™ means the weight of the fish and
shellfish processed by floating fisheries businesses;

(8) "tax allocation vyear" means the fiscalyear for which
the department makes the tax allocation.

* Sec. 3. AS A3.75.130 1is amended by adding a new subsection to read:

(9) To the extent that appropriations are available for
purpose, and notwithstanding the requirement of AS 37.07.080(e) that
approval of the office of management and budget is required, an amount
equal to 50 percent of the tax revenue that 1is collected under this
chapter from floating fisheries businesses and is not subject to
division with a municipality under (a), (c), and (d) of this section
shall be transmitted each fiscal year by the department to the Depart—
ment of Community and Regional Affairs for disbursal, without the
approval of the office of management and budget, to eligible munic—
ipalities under AS 29.60.450.

* Sec. 4. INITIAL MANAGEMENT  AREAS. Notwithstanding AS 29.60.-
450(h)(4), as added by sec. 2 of this Act, until revised by the Board of
Fisheries under AS 16.05.251(a)(2), 1in AS 29.60.450 "management area" means
a management area designated by the Department of Community and Regional
Affairs to administer the offshore fisheries business tax revenue sharing
pilot project (19 AAC 33) during the fiscal year ending June30, 1988.

* Sec. 5.This Act takes effect July 1, 1988.

CS 2d SSHB 314 (Res)



AVENDVENT 2nd Sponsor Substitute for HB 314 HERRMAAN

AVENDMENT #1  Page 2 line 10

ADD: Areas; may be combined by request if the department finds there is a
ANTgrnficant cross boundary impact between areas.

e If I0'Cs

AVENDMVENT #2  Page 3 line 9:

(F) ability to privide essential public services, including health care
marine’ garbage collection and disposal, solid waste diSposal, public
safety, education, transportation, utilities, and government administration
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 15, 1988

SUBJECT: 2d SSHB 314 (Allocation of fisheries business
taxes to municipalities by the Department of
Community and Regional Affairs)

TO: Representative Adelheid Herrmann

FROM: Jack Chenowet
Legislative Co

This sectional analysis addresses the 2d Sponsor Substitute
for House Bill 314 provided to you on March 14.

*

CURRENT LAW:

Levy of the fisheries business tax: Under AS 43.75, the
state imposes a fisheries business tax. The tax is payable
to the Department of Revenue. As specified in AS 43.75.-
015(a), the tax is levied on the following activities at the
rates set out after each:

(1) Salmon canned at a shore-based fisheries business
-- percent;

(2) Salmon processed by a shore-based fisheries busi—
ness other than that which is canned -- 3 percent;

(3) All other fisheries resources processed by a shore-
based fisheries business -- 3 percent;

(4) Fisheries resources processed by a floating fisher—
ies business -- 5 percent.

However, 1if the resource is a developing commercial fish
species (as that term has been defined and as those species
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Representative Adelheid Herrmann
Page 2
March 15, 1988

are designated by the commissioner of fish and game), the
tax is payable at a reduced rate. See AS 43.75.015(b).

In AS 43.75.017, the legislature has enumerated several ex—
clusions from the tax, while in AS 43.75.100, the
legislature has acted to try to recover taxes from fisheries
resources recovered in the state but that are transported
and sold outside the state.

The legislature has provided several tax credits. See
AS 43.75.018 and 43.75.032.

Existing refund program: For many years there has been a
program under which refunds of a portion of the taxes col —
lected are returned to local governments. The principal

formula for the distribution of the refund to local govern—
ments 1is set out in AS 43.75.130(a). This formula is based
on the revenue generated from fisheries business operations
occurring within municipalities.

The fisheries business tax refund program has been amended
in each of the last two years. The 1987 amendments, proba—
bly more important in determining what is actually shared,
restructured the formula for fisheries business tax refunds
with respect to taxes collected in cities located in a bor—
ough that 1is incorporated after June 16, 1987, the date tne
law took effect, by gradually reducing the city"s share from
50% to 25% over the first five years after incorporation,
and by gradually increasing the borough®s share from 25% to
50% over the same period. The statutory provisions making
adjustments to the shares of cities within newly-incorpora—
ted boroughs are set out in AS 43.75.130(d).

The current refund program is managed by the Department of
Revenue.

None of what | have described above 1is directly changed,
altered, or amended by 2d SSHB 314.°

WHAT THIS BILL DOES:

2d SSHB 314 essentially does three things:
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(D) In addition to the current refund program, 2d SSHB
314 directs that, "to the extent that appropriations
are available for the purpose . . . ,"50 percent of
the tax revenue collected under AS ~3.75 from floating
fisheries businesses that is not w. j.act to refund to a
municipality under AS 43.75.130(a) and 43.75.130(d) is
to be shared with municipalities under this new pro—
gram.

(2) 2d SSHB 314 lays out in detail how municipalities
may qualify for a portion of the shared revenue and how
the program is to be administered.

(3) 2d SSHB 314 assigns responsibility for this new
program is assigned to the Department of Community and
Regional Affairs.

Bill section 3, the provision adding a new AS 43.75.130(g),
lays out the basis of what revenue is to be shared, item
#(1) above. In essence, bill section 3 says that the source
of the revenue to be shared under 2d SSHB 314 is 50 percent
of the tax revenues collected from floating fisheries busi—
nesses that is not now being shared with municipalities un—
der the existing program. A "floating fisheries business”
is defined in AS 43.75.140(6); essentially a floating fish—
eries business means the fisheries business activities that
are subject to tax under AS 43.75 occur offshore. Floating
fisheries businesses are, by and large, located outside of
the boundaries of any municipality. Since, under the cur—
rent law, the state shares with municipalities only on the
basis of tax revenues collected in the municipality (that
is, inside the municipal boundaries), then a very high per—
centage of revenue obtained from the levy of AS 43.75 on
floating fisheries businesses is not shared with the munic—
ipalities under the current formulas. Because so little of
the revenue derived from levy of the tax on floating fisher—
ies businesses is shared with municipalities, that money
stays in the state®"s general fund as an addition to the?~
treasury.

In AS 43.75.130(g), added by bill section 3, 50 percent of

the money that would not be shaied under the existing pro—
gram with local governments is to be paid over by the De—

partment of Revenue to the Department of Community and Re—
gional Affairs to support this new programs.
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Bill section 2 addresses items #2 and #3 above. You should
understand that, because this bill adds material to

AS 29.60, this new program will be administered by the De—
partment of Community and Regional Affairs. The definition
of "department"™ for purposes of AS 29 is to be found in

AS 29.71.700(8).

The revenue from the fisheries business tax that is paid
over by the Department of Revenue to the Department- of Com—
munity and Regional Affairs is, first, to be apportioned on
the basis of "management are.is" (proposed AS 29.60.450(b))
[not "management regions™ as in previous versions of this

bill]. These management areas are tied to the management
areas used by the Department of Fish and Game for the regu—
lation of the state"s commercial fisheries. The manner of

making the allocation of the revenues to each management
area i1s based on the proportion of the fish and shellfish
production within each area to the total production for the
state. That production is defined with reference to the
total weight, not with reference to total value (see the
definition of "production value™ 1in proposed AS 29.60.-

450(h) (7)).

Within each management area®s allocation, half of the rev—
enue is distributed equally among all eligible municipali—
ties within the management area (proposed AS 29.60.-
450(c)(1)), while the other half 1is distributable to eligi—
ble municipalities based on each municipality®s population
ratio (proposed AS 29.60.450(c)(2)). There 1is a provision
(proposed AS 29.60.450(d)) making an accommodation for ex—
cluding the count of the population of a city within a bor—
ough when calculating the borough®s population ratio.

Not all municipalities within a management area may qualify.
A municipality "is eligible for a fisheries business tax
allocation if the municipality demonstrates to the [Depart—
ment of Community and Regional Affairs] that the municipali—
ty suffered significant effects from fisheries business ac-*
tivities" during the previous year (proposed AS 29.60.-
450(a)). The test of significant effect is with reference

to the specific items listed in proposed AS 29.60.450(h)(2).
Some municipalities within an area may not be able to demon—
strate how the municipality was affected by fisheries busi—
ness activities, and therefore would not qualify as an eli—
gible municipality. In turn® a municipality that is eli—
gible to receive a portion of the allocation is expected,
first, to use the revenue "to help reduce the effect of
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fisheries business activities on the municipality,”" and
thereafter may use the money for any municipal service (pro—
posed AS 29.60.450(e)).

The Department of Community and Regional Affairs is author—
ized to adopt regulations to carry out the program (proposed
AS 29.60.450(g)) - Municipalities are directed to provide
information and assistance to the department in order for
the department to administer the program (proposed AS 29.-
60.450(F)).

The definitions provided in this bill (proposed AS 29.60.-
450(h)) are particularly critical to an understanding of the
bill, and should be reviewed.

Bill section 4 is an uncodified, interim provision. It is
included for the purpose of providing direction to the De—
partment of Community and Regional Affairs as this legisla—
tion takes effect. Bill section 4 directs the department to
use the "management areas" that it had been using for admin—
istration of the Offshore Fisheries Business Tax Revenue
Sharing Pilot Program during FY 88, to carry forward those
areas as the basis for making allocations under this legis—
lation until those management areas are changed by the De —
partment of Fish and Game.

Bill section 5 directs that the Act is to take effect at the
start of FY 89, the next state fiscal year.

If the bill or this memorandum prompts questions, please
contact me.

JBC :gc
WKG2:55
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 20, 1988

SUBJECT: SSHB 314 (Allocation of a portion of
fisheries business taxes to municipalities by
the Department of Community and Regional
Affairs)

TO: Representative Heinrich Springer, Chairman
House Community & Regional Affairs Committee
ATTN: David C. Harrison

FROM: Jack Chenow;
Legislati nsel

Through Division Director lam Cook you have requested a sec—
tional analysis of SSHB 314.

«

CURRENT LAW:

Levy of the fisheries business tax: Under AS 43.75, the

state imposes a fisheries business tax. The tax is payable

to the Department of Revenue. As specified in AS 43.75.015(a),
the tax is levied on the following activities at the rates

set out after each:

(1) Salmon canned at a shore-based fisheries business
-- 4% percent;

(2; Salmon processed by a shore-based fisheries
business other than that which is canned -- 3 percent;
(3) All other fisheries resources processed by a
shore-based fisheries business -- 3 percent;

(4) Fisheries resources processed by a floating
fisheries business -- 5 percent.

However, if the resource is a developing commercial fish
species (as that term has been defined and as those species
are designated by the commissioner of fish and game), the
tax is payable at a reduced rate. See AS 43.75.015(b).
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In AS 43.75.017, the legislature has enumerated several
exclusions from the tax, while in AS 43.75.100, the legisla—
ture has acted to try to recover taxes from fisheries
resources recovered in the state but that are transported

and sold outside the state.

The legislature has provided several tax credits. See
AS 43.75.018 and 43.75.032.

Existing refund program: For many years there has been a
program under which refunds of a portion of the taxes col—
lected are returned to local governments. The principal
formula for the distribution of the refund to local govern—
ments is set out in AS 43.75.130(a). This formula is based
on the revenue generated from fisheries business operations
occurring within municipalities.

The fisheries business tax refund program has been amended
in each of the last two years. The 1987 amendments, proba—
bly more important in determining what is actually shared,
restructured the formula for fisheries business tax refunds
with respect to taxes collected in cities located in a bor—
ough that 1is incorporated after June 16, 1987, the date the
law took effect, by gradually reducing the city"s share from
50% to 25% over the first five years after incorporation,
and by gradually increasing the borough®"s share from 25% to
50% over the same period. The statutory provisions making
adjustments to the shares of cities within newly-incorpora—
ted boroughs are set out in AS 43.75.130(d).

The current refund program is managed by the Department of
Revenue.

None of what 1 have described above 1is directly changed,
altered, or amended by SSHB 314.

*
WHAT THIS BILL DOES:
SSHB 314 essentially does three things:
¢D) In addition to the current refund program, SSHB

314 directs that, "to the extent that appropriations
are available for the purpose . . . ,"50 percent of
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the tax revenue collected under AS 43.75 from floating
fisheries businesses that is not subject to refund to a
municipality under AS 43.75.130(a) and 43.75.130(d) is
to be shared with municipalities under this new

program. >

(2) SSHB 314 lays out in detail how municipalities may
qualify for a portion of the shared revenue and how the
program is to be administered.

(3) SSHB 314 assigns responsibility for this new
program is assigned to the Department of Community and
Regional Affairs.

Bill section 3, the provision adding a new AS 43.75.130(g),
lays out the basis of what revenue is to be shared, item

//(1) above. In essence, bill section 3 says that the source
of the revenue to be shared under SSHB 314 is 50 percent of
the tax revenues collected from floating fisheries businesses
that is not now being shared with municipalities under the
existing program. A "floating fisheries business" is defined
in AS 43.75.140(6); essentially a floating fisheries business
means the fisheries business activities that are subject to
tax under AS 43.75 occur offshore. Floating fisheries busi—
nesses are, by and large, located outside of the boundaries
of any municipality. Since, under the current law, the

state shares with municipalities only on the basis of tax
revenues collected in the municipality (that is, inside the
municipal boundaries), then a very high percentage of revenue
obtained from the levy of AS 43.75 on floating fisheries
businesses is not shared with the municipalities under the
current formulas. Because so little of the revenue derived
from levy of the tax on floating fisheries businesses is
shared with municipalities, that money stays in the state"s
general fund as an addition to the treasury.

In AS 43.75.130(g), added by bill section 3, 50 percent of
the money that would not be shared under the existing pro—
gram with local governments is to be paid over by the
Department of Revenue to the Department of Community and
Regional Affairs to support this new programs.

Bill section 2 addresses items #2 and //3 above. You should
understand that, because this bill adds material to

AS 29.60, this new program will be administered by the
Department of Community and Regional Affairs. The defini—
tion of "department” for purposes of AS 29 is to be found 1in
AS 29.71.700(8).
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The revenue from the fisheries business tax that is paid
over by the Department of Revenue to the Department of Com—
munity and Regional Affairs is, first, to be apportioned on
the basis of "management regions"™ (proposed AS 29.60.450(b)).
These management regions are tied to the management regions
used by the Department of Fish and Game for the regulation
of the state"s commercial fisheries. The manner of making
the allocation of the revenues to each management region 1is
based on the proportion of the fish and shellfish production
within each region to the total production for the state.
That production 1is defined with reference to the total
weight, not with reference to total value (see the defini—
tion of "production value”™ in proposed AS 29.60.450(h) (7)),

Within each management region®s allocation, half of the rev—
enue is distributed equally among all eligible municipalities
within the management region (proposed AS 29.60.450(c)(1)),
while the other half is distributable to eligible municipal —
ities based on each municipality®s population ratio (proposed
AS 29.60.450(c)(2)). There 1is a provision (proposed

AS 29.60.450(d)) making an accommodation Tfor excluding the
count of the population of a city within a borough when
calculating the borough®s population ratio.

Not all municipalities within a management region may quali—
fy. A municipality "is eligible for a fisheries business
tax allocation if the municipality demonstrates to the
[Department of Community and Regional Affairs] that the
municipality suffered significant effects from fisheries
business activities” during the previous year (proposed

AS 29.60.450(a)). The test of significant effect is wi h
reference to the specific items listed in proposed

AS 29.60.450(h)(2). Some municipalities within a regional
may not be able to demonstrate how the municipality was
affected by fisheries business activities, and therefore
would not qualify as an eligible municipality. In turn, a
municipality that is eligible to receive a portion of the
allocation 1is expected, first, to use the revenue "to help
reduce the effect of fisheries business activities on the
municipality,” and thereafter may use the money for any
municipal service (proposed AS 29.60.450(e)).

The Department of Community and Regional Affairs 1is author—
ized to adopt regulations to carry out the program (proposed
AS 29.60.450(g))- Municipalities are directed to provide
information and assistance to the department in order for
the department to administer the program (proposed

AS 29.60.450(F)).
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The definitions provided in this bill (proposed
AS 29.60.450(h)) are particularly critical to an under—
standing of the bill, and should be reviewed.

Bill section 4 directs that the Act is to take effect at the
start of FY 89, the next state fiscal year.

*

If the bill or this memorandum prompts questions, please
contact me.

Ji Z:mkr
b3/013
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TO: Rep. Henry Springer, Chairman of HCRA
FROM: David C. Harrison, P. A. to HCRA
RE: Bill Review - SSHB 314

"An Act relating to the allocation of fisheries business taxes
to municipalities by the Department of Ccornunity and Regional
Affairs; and providing for an effective date." [Herrmann/Cato]

Ak~ A rckicfckik~rek AArkdk-AA7C

* Section 1. Lines 12 through 26 provide a background for needs,
policies, and reasons for desired changes in shared tax revenues from
fish processors doing processing business outside a municipality”s
taxing authority but within a specific commercial fisheries management
area. Other considerations taken into account are the amount of
fisheries production, the population increase of the municipality
compared to that of other municipalities within the area during the
fishing season.

File Item /2 provides a look a the Pilot Project pursuant to special
legislative intent in Chapter 98, SLA 1985.

Municipalities currently receive a share of state revenues generated by
fish processors operating within municipal boundaries. lhe state
receives 10077 of the revenues generated by floating processors doing
business outside municipal boundaries but within specific fisheries
management areas.

It is noted that areas and regions are used by the Fish Board and that
at times the Fish Board will change a management area. To allocate by
population within regions rather than areas may make a difference in the
amount of allocation shared based upon population. I am not sure how
this will shake out the allocations.

Also, the allocation under this section shall be apportioned by the
department to each mai-igement region based on the ratio of the region®s
fish and shellfish production value for all of the management regions.

* Sec. 2. On page 3, line 27 (5) population determined under AS
29.60.020 is made or de <. -fied annually by the latest figures of the
United States Bureau c Census or other population data that in the
judgment of the depar*. is reliable. DCRA Register 1987 19 AAC
33.030 Ihe population -dimate as related to the bill"s purpose - the
estimate



SSHB 314 - Bill Review -2- February 29, 1988

must be certified by the mayor and adopted by the governing body of the
municipality by resolution. The estimate must include an explanation of
how it was determined and must be supported by relevant indices of
population. Unverifiable, unsupported estimates will not be accepted -
effective date of the register attached is not shown or given.

* Sec. 2. (Page 1, Line 27) AS 29.060 is amended to add a new section
called ARTICLE 6. SHARED FISHERIES BUSINESS TAXES.

Sec. 29.60.450 FISHERIES BUSINESS TAX ALLOCATION, (@) A
municipality is eligible for a fisheries business tax allocation if
the municipality demonstrates to the department that the
municipality suffered significant effects from fisheries business
activities during the base year.

The bill"s intent is to provide revenue from the State®s 100 tax receipt
in the specific coamercial fisheries management areas where floater
processors anchor outside a municipality"s taxing authority. For
example in 1987 the State received approximately $9 million dollars in
tax revenues collected from fish floating processors that process fish
in specific comnercial fisheries management areas outside any
municipality"s taxing authority. If this bill becomes law the revenues
from such operations as located, as adjusted by population, would amount
to about $4.5 million for the year 1987. In 1987 the tax received

by the State was about $9,000,000. The law would change that whereby
municipalities would receive approximately $4,500,000. This amount is
based upon the intent of this law to return, to municipalities 1/2 of
generated tax revenue from floater processors outside the taxing
authority of municipalities that are located within fish management
regions (areas) as listed in the bill.

File Item /22, the Offshore Fisheries Business Tax Revenue Sharing Pilot
Project regarding tax allocation provides a list of cities that have
applied for fish business tax revenue. Some of the cities that could
have applied did not apply. For what reason, the Reviewer does not
know.

Timeliness of shared information between conmunities, the Revenue
Department and the Department of Corrmunity and Regional Affairs may
cause various kinds of delays in reporting and in funding revenue to the
municipalities that are eligible to receive tax revenue.

Note: A memo fran Legislative Affairs Agency, Legal Services, of
2/20/88 provides additional insight into SSHB 314. See File Iltem /4.
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ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
mmKING COVE H SAND POINT mmAKUTAN | COLD BAY mmFALSE PASS 1 NELSON LAGCCN

March 14, 1988

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

Juneau, Alaska 99311

RE: SS HB 314
Dear Representative Adelheld:

The City of King Cove supports t.he arfop:Z¥ 53 [, —_at
act relating to the allocation of fishe s cus ines
municipalities. The bill establishes a coVi#¥=e pr

which the State can use to share taxes col l c fr
offshore processing industry with afrected municioa

King Cove directly benefited from the Stat° *s %Y S7
program on these taxes, and v;ould like to continue receiv:
revenues from this source. The City uses whe revenues to
help pay the increased costs the City incurred t0 Ccrovide
additional public serices needed to mitigace the .,scat-V:
impacts from offshore fishing industry activ it1es.

The City also advocates adcpting a suggestsa cr.ar.ge

fish management regions, rather than areas, to deter."mme
amount of monies each affected municipality receives.
Implementation of the pilot program unearthed cress
inequities in impact monies .respective ccmmunities recsiveo
when fish management areas \lere used to detOfM-me eat
municipality®s share. The use of managemer.t regior.s

mostly correct this problem and provide a b&"er and raire:
system for determining the amount of monies a commur.:
receive for the amount of 1impact experienceu.

The City supports the institutionalization of the fish tax
piioc project that will occur through SS HB 314. We .-.ope r;
bill is adopted and that the legislature also allocates the
revenues needed to implement the program for FY 89.

Sirccere by,

/Jayne/Marsha'll Robert. S. Juettner Lamar Cotter.
m'city Manager City Administrator Bcrougr. Administrator
King Cove Sand Point Aleutians Cast Borouc:

1007 W, 3rd, 3u te 201
Anchorage, Alaska 99501
274-7555

PC =CX 37

SAND POINT ALASKA 99691 ~ KISS COVE A_ASKA »a;2

w937) 393.2399



£> SOUTHWEST ALASKA

MUNICIPAL CONFERENCE
Box 89 e Unalaska < Alaska 99685

RESOLUTION 07-15

A RESOLUTION OF THE SOUTHWEST ALASKA MUNICIPAL CONFERENCE
REGARDING THE STATE OF RAW FISH TAX PILOT PROGRAM.

WHEREAS, the sharing of state raw fish ta es —t-. r: r—
ties where the revenues were generated is imoortant Ve
economic well being of those municipalities* and

WHEREAS, the state legislature changed the distr:au;:on
schedule for these monies with the understanding "hat iher
would be no loss of income to affected municlOalll ies*

WHEREAS, the state has instituted a "pilot program”
distribute a portion of the revenues collected outsir. sm -re
municipalities to respective municipal lliss, and

WHEREAS, the coastal communities are rightful rec 10 'e*x<2 =
a percentage of these funds because of impacts ::*v«=*
offshore processors, now

THEREFORE, BE |IT RESOLL-ED that the Southwest alasia
Municipal Conference supports the establishment f an on-g
program and the allocation of State fish ta" **uncs c: lleer
from offshore processors to coastal communities.

[0

APPROVED AND ADOPTED this J<H_ day of - --E"”

Phone (907) 581-1251, 581-1357



P.0. Box 889 FIRE RESCUE (9071842-2238

D|”|ngham, AIaSka 99576 PLANNING :1.071842-5203
PUBLIC WORKS .9071842-5148

December 8, 1987

The Honorable Fred Zharoff
Alaska State Senate

P.0. Box 405

Kodiak, Ak 99615

Dear Senator Zharoff:

The City of Dillingham greatly appreciates your past efforts to secure
passage of legislation which would share raw fish taxes collected from
floating processors with municipal governments. In particular, your
past efforts to secure funding for the pilot project are esoecially
appreci ated.

The city 1is again requesting your assistance on the raw fish tax issue
for the upcoming legislative session. W request that you introduce a
Senate version of H.B. 314.  Your sponsorship of a Senate companion
bill to H.B. 314 would give the city, and other coastal communities
throughout Alaska, an opportunity to correct what we believe to be a
policy inequity in the present law. We believe it is sound public
policy to share all raw fish taxes with local governments, not just
some of the taxes.

As you will recall, during last session's discussions of the Dillingham
annexation question, there was considerable support expressed by mem-
bers of the Senate Committees which held hearings on the issue to "fix"
the raw fish tax issue. Therefore, we believe it is logical to intro-
duce a Senate version of H.B. 314 in light of the sentiments expressed
by those Committee Members.

We hope that you will wuse vour influence as a member of tre Senate
Finance Committee, and as a member of the Senate leadership, to move a
bill through the Senate during the 1988 legislative session. As ;t
appears that local governments will be facing larger and larger cut-
backs in state funding for such programs as municipal assistance, reve-
nue sharing and local school debt reimbursement, it is imperative that
logical, new sources of revenue--such as raw fish taxes f*om the float-
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Senator Fred Zharoff
October 30, 1987
Page two

ers--be found to share with local government. Without this assistance,
many local governments may face the equivalent of bankruotcy. Thai is
why passage of raw fish tax legislation is so critically important.

If there is anything which the city can do to assist you in your ef-
forts to secure passage of this legislation, please do not resitate to
contact us. Passage of raw fish tax legislation is the city's top
legislative priority. Therefore, we are willing to follow any sugges-
tions whicn you may have that would enhance the legislation's trances
of passage.

Sincerely,

Leon C. Braswell
Mayor
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STEVE COWPER. COVERNOR

MUNICIPAL &REGIONAL ASSISTANCE DIVISION

PO SOXQn
UNEAU. ALASKA 29611.2110
Roe o) 4654

9*9 E 25TH AVENUE SUTE *00
ANCHORAGE. ALASKA 99509-4307
PHONE: ,90%) 561-096

PO SCX3A3
3ETHEL ALASKA 995590349
PHONE: liOT) 5**0* 5

PO sex 4
Qe ALASKA iiTH-0041
RHONE ion **>5*57

PO sex :so
March 10, 1987 KOTZESJE. ALASKA 997520220
PHONE ion 4423575
I SI* CUSHVAN STREET. POCU 210
FAIRBANKS. ALASKA 997014236
SHCNE: ion 452-7123
=0 SOX 2041
Dear Municipal Official OILUNGHAI4. ALASKA HSTSMAL
RHONE: .Kin S42-224S
The Offshore Fisheries Business Tax Revenue Sharing Pilot
Project was funded by the Alaska State Legislature pursuant to
special legislative intent in <chapter 98, SLA 1985. The
purpose of the project 1is to develop an equitable means of
distributing funds to municipalities to mitigate 1impacts from
the offshore fish processing industry.
Municipalities currently receive a share of state revenues
generated by fish processors operating within municipal bound—
aries. However, there 1is no direct sharing of revenues from
offshore floating processors outside of municipal boundaries
even though such processors may still have 1impacts of a tran—
sient but substantial nature on the municipality. This project
grew out of a desire to devise a program to equitably share a

portion of those unshared revenues with communities i

offshore processors.

mpacted by

The project has been developed over the past year by the
Department of Community and Regional Affairs with input from
municipalities through questionnaires and workshops, from leg—
islators, state agencies and other 1interested persons. The
amount to be distributed under the pilot project is S451,0C0,
based on the unobligated and unexpended portion appropriation
to the current fish tax revenue sharing progranm. The general
approach taken 1is that of a formula distribution to impacted
municipalities, with allocations based upon the location of the
municipality within a specific commercial fisheries management
area, the amount of fisheries production within that area com—
pared to statewide production, and the population increase of
the municipality compared to that of other municipalities
within the area during fishing season. The regulations govern—

ing this program are encLoseu.
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Municipal Official
March 10, 1987
Page Two

If you wish to participate in the arcjeer, please fTill out the
enclosed application comPIetely and submit "t * ou- Ju”™tau

office cos tmarl:id by April 15, 1987.
Please note that this 1is a pilot project. Based wucon the
information gained through this pilot prodect, there *may be
legislation introduced to continue the program. However, vour
cooperation 1is needed. IT you have any additional comments cn
this project, please let us know.

Sincerely,

*j\p ' J *

ey oy

Marty Rutherford
Director
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DEPT. OF COMMUNKTY & ItiSGIONAL AFFAIKS o 70 80KE

JUNEAU. ALASKA 99811-2100
PHONE: (907) 465-4700

" ANCHORAGE. ALASKA B9505-4402
March 21, 1988 PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

POSITION PAPER

RE: Second Sponsor Substitute House Bill 314
SPONSOR: Representative Herrmann
Program Effects of Bill:

This bill establishes a formula based program for the
distribution of a porcion of vraw fish tax revenues fronm
floating processors to municipalities affected by the fishing
industry.

Comments:

This formula 1is based on a pilot project conducted by this
department pursuant to intent language 1in the FY 1986 operating
budget appropriations bill to set up a program for mitigation
of effects on municipalities from offshore fish processors.
The approach of the formula is to make allocations based on the
following factors:

the location of the impacted municipality within
fisheries management areas of the state;

the relative proportion of commercial fisheries
production from floating processors within the area to
statewide production; and

- the population of the municipality.

The pilot project utilized <commercial fisheries management
areas, on the theory that the magnitude of production within
those areas would most accurately reflect the magnitude of
effects on municipalities. However, a problem that arose 1in
use of the areas was the inability to compensate for effects
across management area boundaries. The pilot project also
utilized population 1increases (within the municipality) due to
the offshore fish processing 1industry, rather than municipal
population, on the assumption that such an increase was a
better indicator of impact than the resident population.

However, in practice, it was virtually impossible for
municipalities to estimate this population 1increase with any
degree of accuracy. The formula, by vrequiring a municipality

to show "substantial effects"” 1in order to participate 1in the
program, and by allocating funds on the basis of the management

21-PILH



STEVE COWPER, GOVERNOR

BEI*T. OF COMMUNITY & KEGIONAL AFFAIItS 5 PO, BOXB

JUNEAU. ALASKA 99811-2100

OFFICE OF THE COMMISSIONER PHONE: {807) 465-4700
o 949 E 36TH AVENUE. SUITE 400

March 21, 1988 ANCHORAGE. ALASKA 99508-4302
PHONE: (907) 563-1073

POSITION PAPER

RE: Senate Bill 454
SPONSOR: Senator Zharoff
Program Effects of Bill:

This bill establishes a formula based program for the
distribution of a portion of raw fish tax revenues from
floating processors to municipalities affected by the Tfishing
industry.

Comments:

This formula 1is based on a pilot project <conducted by this
department pursuant to intent language 1in the FY 1986 operating
budget appropriations bill to set up a program for mitigation
of effects on municipalities from offshore fish processors.
The approach of the formula 1is to make allocations based on the
following factors:

the location of  the impacted municipality within
fisheries regions of the state;

the relative proportion of commercial fisheries
production from floating processors within the region to
statewide production; and

- the population pf the municipality.

The pilot project utilized commercial fisheries management
areas, which aresmaller wunits than the regions utilized in
this bill, on the theory that the magnitude of productior
within those areas would more accurately reflect the magnitude

of effects on municipalities. However, a problem that arose in
use of the areaswas the inabilityto compensate for effects
across management area boundaries. The pilot project also

utilized population increases (within the municipality) due to
the offshore fish processing industry, rather than municipal
population, on the assumption that such an 1increase was a
better indicator of impact than the resident population.
However, in practice, it was virtually impossible for
municipalities to estimate this population increase with any

21-PIH
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May, 1988
Copies of minutes listed below were originally included
in t"Nis file. The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes

have not been left in the files.
Mary Van Nimwegen
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STEVE COWPER, GOVERNOR

' , vJe o tevt s e :3/)/
DEIT. OF COMMUNITY & REGIONAL AFFAIR o PO BOXB

JUNEAU. ALASKA 99811-2100
PHONE: (907) 465-4700

o 949 E 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99508-4302
March 21, 1988 PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

POSITION PAPER

RE: Second Sponsor Substitute House Bill 314
SPONSOR: Representative Herrmann
Program Effects of Bill:

This bill establishes a formula based program for the
distribution of a portion of raw fish tax revenues fronm
floating processors to municipalities affected by the Tfishing
industry.

Comments:

This formula 1is based on a pilot project conducted by this
department pursuant to intent language 1in the FY 1986 operating
budget appropriations bill to set up a program for mitigation
of effects on municipalities from offshore fish processors.
The approach of the formula is to make allocations based on the
following factors:

the location of the impacted municipality within
fisheries management areas of the state;

the relative proportion of commercial fisheries
production from floating processors within the area to
statewide production; and

- the population of the municipality.

The pilot project utilized commercial fisheries management
areas, on the theory that the magnitude of production within
those areas would most accurately reflect the magnitude of
effects on municipalities. However, a problem that arose in
use of the areas was the inability to compensate for effects
across management area ooundaries. The pilot project also
utilized population increases (within the municipality) due to
the offshore fish processing 1industry, vrather than municipal
population, on the assumption that such an increase was a
better indicator of impact than the resident population.

However, in practice, it was virtually impossible for
municipalities to estimate this population increase with any
degree of accuracy. The formula, by vrequiring a municipality

to show "substantial effects"™ in order to participate in the
program, and by allocating funds on the basis of the management

21-PlIH



2nd SSHB 314
March 21, 1988
Page Two

regions, establishes a reasonable relationship between impacts
and funding 1level wunder the progranm. While the definition of
"effect"” 1is set out in the bill, there are no criteria for the
determination of when such an effect would amount to a

"substantial" one, leaving it to the department®s discretion to
determine.

The department 1is concerned that this bill would reduce the
incentive for wunincorporated coastal regions of the state to
form boroughs.

The opportunity to increase local revenues 1is often a principal
motivating Tfactor 1in any proposal to form a new borough. State
shared business fisheries taxes are particularly important to
prospective new boroughs since they do not represent an
increase in the tax burden by the proposed borough.

Under present law, state business fisheries taxes may be shared
with a municipal government only to the extent that fish
processing activities occur within the boundaries of that
municipal government. In unincorporated regions of the state,
where the potential for state shared fisheries tax revenues 1is
significant, the prospect of these funds may be a substantial
incentive to form a borough. However, under this bill it would
not be necessary to form a borough in order to share in
business fisheries taxes collected outside the boundaries of a
municipality. Under full funding projections for this progranm,
that incentive would seriously be eroded.

It could further be argued that the state already provides a
mechanism to support local governments through the various
"foundation" programs (state revenue sharing, municipal
assistance, and education), as well as various shared tax
programs. However, this program may be justified on the basis
that it targets specific concerns of the state that are not
addressed by other programs. This department is generally
supportive of efforts to strengthen local governments, which
this program would accomplish by providing funds fcr the
mitigation of negative impacts from the off-shore fish
processing industry. However, in view of the current revenue
situation, the department 1is concerned about 1implementation of
this legislation.

Acting Deputy Commissioner



STEVE COWPER, GOVERNOR

m. hoxh
JUNEAU, ALASKA 99811-2100

MEPT. OF COMMUNITY & HEGIONitL AFFAIRS
PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER 949 E 36TH AVENUE. SUITE 400

March 21, 1988 ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

POSITION PAPER

RE: Senate Bill 454 (1* 3S //Z3
SPONSOR: Senator Zharoff

Program Effects of Bill:

This bill establishes a formula based program for the
distribution of a portion of raw fish tax revenues fronm
floating processors to municipalities affected by the fishing
industry.

Comments:

This formula 1is based on a pilot project conducted by this
department pursuant to intent language in the FY 1986 operating
budget appropriations bill to set up a program for mitigation
of effects on municipalities from offshore fish processors.
The approach of the formula 1is to make allocations based on the
following factors:

the location of the impacted municipality within
fisheries regions of the state;

the relative proportion of commercial fisheries
production from floating processors within the region to
statewide production; and

- the population pf the municipality.

The pilot project .utilized commercial fisheries management
areas, which are smaller wunits than the vregions wutilized in
this bill, on the theory that the magnitude of production
within those areas would more accurately reflect the magnitude
of effects on municipalities. However, a problem that arose in
use of the areas was the inability to compensate for effects
across management area boundaries. The pilot project also
utilized population increases (within the municipality) due to
the offshore fish processing industry, vrather than municipal
population, on the assumption that such an increase was a
better indicator of impact than the resident population.
However, in practice, it was virtually impossible for
municipalities to estimate this population 1increase with any

21-PILH



SB 454
Match 21, 1988
Page Two

degree of accuracy. The formula, by requiring a municipality
to show "substantial effects” in order to participate in the
program, and by allocating funds on the basis of the management
regions, establishes a reasonable relationship between impacts
and funding 1level under the program. While the definition of
"effect" 1is set out in the bill, there are no criteria for the
determination of when such an effect would amount to a
"substantial™ one, leaving it to the department®"s discretion to
determine.

The department 1is concerned that this bill would reduce the
incentive for wunincorporated coastal regions of the state to
form boroughs.

The opportunity to increase local revenues is often a principal
motivating factor in any proposal to form a new borough. State
shared business fisheries taxes are particularly important to
prospective new boroughs since they do not represent an
increase in the tax burden by the proposed borough.

Under present lav;, state business fisheries taxes may be shared
with a municipal government only to the extent that fish
processing activities occur within the boundaries of that
municipal government. In unincorporated regions of the state,
where the potential for state shared fisheries tax revenues 1is
significant, the prospect of these funds may be a substantial
incentive to form a borough. However, under this bill it would
not be necessary to form a borough in order to share 1in
business fisheries taxes collected outside the boundaries of a
municipality. Under full funding projections, that incentive
would seriously be eroded.

On the one hand, it could be argued that the state already
provides a mechanism®™ to support Jlocal governments through the
various "foundation" programs (state revenue sharing, municipal
assistance, and education), as well as various shared tax

programs. However, this program may be justified on the basis
that it targets specific concerns of the state that are not
addressed by other programs. This department is generally
supportive of efforts to strengthenlocal governments, which

this progranm would accomplish by providing funds for the
mitigation of negative impacts from the off-shore fish
processing industry. However, in view of the current revenue

situation, the department 1is concerned about implementation of
this legislation.
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HOUSE COMMITTEE REPORT . .

®)
Date ref rr< 3/15/88 FURTHER REFERRALS: Resources
Finance
DATE: MAR 2 1 (988
sssrfnunity and
The Regional Affairs Committee has considered 2d SSHB 314

"An Act relating to the allocation of fisheries business taxes to
municipalities by the Department of Community and Regional Affairs; and
providing for an effective date."

RECOMMENDS :
[ 1 replace with
[ ] attagghed amendment(s)

[ 1 the same title

[ 1 a new title

do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee
ADOPTS: [ 1 letter of intent
ATTACHES NEW FISCAL NOTE(s):
fiscal impact ] same as previous fiscal note
[ ] zero fiscal note published
L = zero with analysis ] same as previous zero fiscal

note published

SIGNING OTHER RECOMMENDATIONS:



A PILOT PROJECT TO MITIGATE IMPRCTS FROM THE (:?
OFFSHORE FISH PROCESSING INDUSTRY S5/75 37/

The Offshore Fisheries Business Tax Revenue Sharing Program 1is
a pilot project funded by the Alaska State Legislature pursuant
to special legislative intent in chapter 98, SLA 1985 at page
22, line 25 and administered by the Department of Community and
Regional Affairs. The purpose of the project 1is to develop an
equitable means of distributing funds to municipalities to
mitigate impacts from the offshore fish processing industry.

Municipalities currently receive a share of state revenues
generated by fish processors operating within municipal
boundaries. However, there is no direct sharing of revenues
from offshore floating processors outside of municipal
boundaries even though such processors may still have impacts
of a transient but substantial nature on the municipality.
This project grew out of a desire to devise a program to
equitably share a portion of those currently unshared fish tax
revenues with communities impacted by offshore processors.
« * «

The project has been developed over the past year by the
Department of Community and Regional Affairs with input from
municipalities through questionnaires and workshops, from
legislators and from other interested state agencies. The
amount to be distributed has recently been determined by the
Department of Revenue to be $451,000. Proposed regulations are
in draft form and will soon be subjected to formal public
hearing before promulgation. Comments and criticisms are
sought at this time to be incorporated in the formal final
draft of the proposed regulations.

The general approach taken is that of a formula type of
distribution to impacted municipalities, with allocations based
upon the location of the municipality within a commercial
fisheries management area and the population increase of the
municipality during fishing season.

Once regulations have been adopted, applications will be sent
out and processed and grants “will be awarded. Based wupon the
.results of this pilot project, a report will be submitted to

the legislature, with the possiblity of legislation being
recommended for introduction.

Questions and comments on this project should be directed to
Jim Plasman at 465-4707 or:

Jim Plasman

Department of Community and Regional Affairs
P.O. Box BH

Juneau, AK 99811

deprrtment OF COMMUNITY Ffi"MO regional "rffrjrs
MUNITCIPAL AND REGIONAL ASSISTANCE DIVISION
JUNEAU, ALASKA



9 STEVE COWPER, GOVERNOR

I F 1 PO BOXBH
WEPT. OF COMMUNITY & REGIONAL AFFAIRS WOt i

1 kB E XTH AVENUE SUITE 400
MUNICIPAL & REGIONAL ASSISTANCE DIVISION ANCHORAGE. ALASKA 99506-4302

PHONE (907) SOI4566

1 P.0. BOX 046
BETHEL ALASKA 995594046
PHONE (907)5404475

1 P.0. BOX 4
HOME ALASKA 997020041
PHONE (907) 440-5457

7 PO, BOX 230
March 10, 1987 KOTZEBUE ALASKA 997520280

PHONE (907) 4420675

1 1514 CUSHUAN STREET. ROOM 210
FAIRBANKS. ALASKA 99701-6286
PHONE (907) 452-7126

1 P.0 BOX 10041
- .- . DIUJHGHAU. ALASKA 995760041
Dear Municipal Official: PHONE (307) 642 2245

e Offshore Fisheries Business Tax Revenue Sharing Pilot
Project was funded by the Alaska State Legislature pursuant to
special legislative intent in chapter 98, SLA 1985. The
purpose of the project 1is to develop an equitable means of
distributing funds to municipalities to mitigate 1impacts fronm
the offshore fish processing industry.

Municipalities currently receive a share of state revenues
generated by fish processors operating within municipal bound-—
aries. However, there 1is no direct sharing of vrevenues from
offshore floating processors outside of municipal boundaries
even though such processors may still have impacts of a tran-—
sient but substantial nature on the municipality. This project
grew out of a desire to devise a program to equitably share a

portion of those unshared revenues with communities 1impacted by
offshore processors.

The project has been developed over the past year by the
Department of Community and Regional Affairs with input from
municipalities through questionnaires and workshops, from leg—
islators, state agencies and other interested persons. The
amount to be distributed under the pilot project is 4451,000,

based on the unobligated and unexpended portion appropriation
to the current fish tax revenue sharing program. The general

approach taken is that of a formula distribution to impacted
municipalities, with allocations based upon the location of the
municipality within a specific commercial fisheries management
area, the amount of fisheries production within that area com—
pared to statewide production, and the population 1increase of
the municipality compared to that of other municipalities

within the area during fishing season. The regulations govern—
ing this program are enclosed.

21-PALH



Municipal Official
March 10, 1987
Page Two

If you wish to participate in the project, please Tfill out the
enclosed application completely and submit it to our Juneau
office postmarked by April 15, 1987,

Please note that this 1is a pilot project. Based wupon the
information gained through this pilot project, there may be
legislation introduced to continue the progranm. However, your
cooperation 1is needed. If you have any additional comments on

this project, please let us know.

Sincerely,

Marty Rutherford
Director



APPLICATION FOR
THE OFFSHORE FISHERIES BUSINESS TAX REVENUE SHARING
PILOT PROJECT

Department of Community and
Regional Affairs
David G. Hoffman, Commissioner

Municipal and Regional Assistance Division
Marty Rutherford, Director



APPLICATION INSTRUCTIONS

In order to participate in the Offshore Fisheries Business Tax
Revenue Sharing Pilot Project, you must fill out this
application and return it post marked by April 15, 1987 to:

Pilot Project

Department of Community and Regional Affairs
P.0. Box BH

Juneau, AK 99801

Although the regulations provide for a March 15 application
deadline, they also provide that the Commissioner may extend
the deadline for "good cause.” Because of the short length of
time that would be available to <complete and submit the
application based upon a March 15, the Commissioner has
extended the deadline to April 15. Consequently, the entire
process will be set back about a month so that determination
letters will not be sent out until some time after mid-April,
rather than on April 15 as set out 1in vregulation. It is
anticipated that payments will be sent out in June, after
review of determinations by applicants, resolution of any
appeals, and calculation of entitlements.

Please note that the year 1in which impacts must be experienced
and from which population 1increase 1i1s to be measured is
calendar vyear 1985. That 1is the most recent year for which
required catch data 1is available.

An effort has been made to keep the application form and

requirements simple. Apart from “"significant impacts”™ and
"population increase,” the required items on the facing SUMMARY
SHEET are self explanatory. Greater detail on those two

guestions 1is set out 1in the instructions facing page 2 and
page 3. , -
|

Please note that a resolution <certifying the "population

increase”™ is required. A sample resolution form 1is enclosed
for your convenience.

Funds received under this program are subject to single audit
requirements contained at 2 AAC 45.010.

A copy of the pilot project regulations sent to the Attorney
General for review and filing by the Lieutenant Governor 1is
attached. Although the regulations will not become effective
until 30 days after filing, in an effort to expedite the
administrative process, applications have been distributed and
will be processed to make payments as soon aspossible after
the effective date of the regulations.

IT you have any questions, please call Paul Cunningham at
465-4750.



OFFSHORE FISHERIES BUSINESS TAX
REVENUE SHARING PILOT PROJECT

SUMMARY SHEET

1. Name of Municipality

2. Mailing Address

3. Telephone Number

4. Contact Person

5. Did your municipality experience "significant impacts"

from the offshore commercial Tfishing industry in 19857

(If yes, please complete page 2.) You must answer '"yes" to be
eligible to participate 1in the distribution of funds under this
project.

6. What, if any, was the "populationincrease" reasonably
related to the offshore fish processing industry of your
municipality during a fishing season during 19857
(Please complete page 3 documenting and describing the method
used to determine population increase.)

7. ANSW. A AFTER COMPLETING YOUR APPLICATION: Do you feel
that the approach taken in this pilot project adequately
addresses your concerns vregarding the 1impact of the offshore
fish processing industry on your community? _ Why or why not?

8. CERTIFICATION AND ASSURANCES: To the best of my knowledge
and belief, the information in this application 1is true and
correct. The applicant agrees to comply with the laws and
regulations wunder which this program and program funds are
administered.

Signature of Mayor

DATE



INSTRUCTIONS FOR PAGE 2

In order to qualify to receive funds under this program, you
must demonstrate that your community experienced significant
impacts from the offshore fish processing industry in 1985.
Your explanation should show 1) what the impact or impacts
were, 2) that the impact(s) were "significant”, and 3) that the
impact(s) were related to the offshore fish processing

industry. You may include photographic evidence, but it must
be supported by an explanation of how the demonstrated impact
is related to the offshore fish processing industry. You may
attach additional information if needed. "Impacts" and

"significant impacts” are defined at 19 AAC 33.070 of the
enclosed regulations.



PAGE 2

Explain how your municipality 1is impacted by the offshore fish
processing industry. Please be as specific as possible and
indicate how these impacts are significant. (See instructions)



INSTRUCTIONS FOR PAGE 3

Your municipal population 1increase reasonably related to the
offshore fish processing industry in 1985 1is an element used to
calculate your entitlement (see 19 AAC 33.030 and 19 AAC 33.040

of the enclosed regulations). It is intended to indicate the
level of 1impact on your municipality during calendar year 1985
from the offshore fish processing industry. The persons

included in this population increase may include transient
people connected in any way with the offshore fish processing
industry. The population 1increase 1is not an indicator of
permanent residents, but rather an indicator of impact,
representing a peak level of service demand, resulting from the
offshore fish processing industry. It may be calculated by
taking the highest level of persons within municipal boundaries
at any time during a fishing season 1in 1985, less any non-fish
processing related population increase, less the DCRA certified
population for July 1, 1985 (used to calculate your FY 1986
State Revenue Sharing entitlement).

You may use any relevant statistics of population that can be
documented. Some examples are: labor statistics, retail sales
activity, water hook-ups, bulk fuel sales, electric
consumption, motel/hotel rate of occupancy, employment data
from the offshore fish processing industry, criminal or other
public safety statistics, and so on. However, population
increase due to tourism, construction activity not related to
the offshore fish processing industry, onshore processing, and
so on, must not be included in the population 1increase used to
calculate your entitlement. As provided by regulation;
"Unverifiable, unsupported estimates will not be accepted”
(19 AAC 33.030.)

Population increase 1is defined 1in regulation at 19 AAC 33.070(h)
(see enclosed regulations).

1
Paul Cunningham, our department demographic specialist 1in
Juneau at 465-4750, 1is available to give you assistance in
developing a method of estimation.

NOTE THAT YOU MAY STILL RECEIVE AN ENTITLEMENT IF YOU HAD NO
POPULATION [INCREASE OR ARE UNABLE TO REASONABLY CALCULATE THE
SIZE OF THAT |INCREASE. However, you will not receive funding
under the per capita portion of the formula.



