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TESTIMONY TO SENATE STATE AFFAIRS COMMITTEE
SENATE BILL 372
February 17, 1988

My name 1is George Bacon. For che past sixteen years 1| have
been employed at the City of Fairbanks Fire Department. I am
here to speak in opposition to Senate Bill 372.

Senator Fanning, the bill"s sponsor, has been quoted in the
Fairbanks. Daily News-Miner of Tan 28, 1988 as saying, "The
legislation will help promote fiscal stability while at the same
time, it will ensure city and municipal employees that they will
be given fair and beneficial treatment.”™ 1 would take issue with
that statement. | have read and re-read Senate Bill 372 and |
have yet to find reference to fiscal stability nor have |1 found
anything that ensures me, as a public employee, that I will be

given fair and beneficial treatment. Quite the opposite.

I was a participant in contract negotiations with the City
of Fairbanks prior to the city"s adoption of PERA in 1983. |
prefer to call this process "collective begging”. It lasted for a
year and a half. During this t.me |1 was painfully aware that the
city"s choice to participate was entirely their own. I also
knew that there was no acceptable provision for impass
resolution. This arrangement precluded even basic equality

amongst the participants. Certainly, this did not feel fair nor

beneficial to me.



This Bill 1is also contrary to the declaration of policy
contained in Sec 23.40.070 of the Public Employment Relations
Act, which states in part:

The legislature declares that it is the public
policy of the state to promote harmonious and
cooperative relations between government and its
employees and to protect the public by assuring
effective and orderly operations of government

This Bill in fact is a first step in reversing this public
policy because it certainly does nothing to strengthen or
enchance it. It is further my opinion that this Bill, does
nothing to ensure beneficial treatment for the public employee
nor does it act to stabilize local revenues.

In citing the poor local revenue picture as reason for this
legislation, supporters are laying down a smoke screen to hide
the real 1issue. The 1issue plain and simple is their desire to
engage 1in union busting and eliminate collective bargaining for
public employees. I find the notion that public employees are to
blame for the lack of a local revenue policy not only pre—

posterous and 1inaccurate but personally offensive.

We do in fact have a local revenue problem and it deserves a
local solution. The solution is not a continuation of the
practice of "public employee bashing" as represented by this
Bill. I believe that there exists on behalf of the Borough mayor
and a majority of the City council a recognition that PERA 1is not

the problem that it is being made out to be. The Borough mayor



has gone on record as opposing this Bill. The City of Fairbanks

City council failed to second a measure that would have supp”.ted

this Bill. I would ask you to make that same recognition and not

pass Senate Bill 372 out of committee.
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I1S TIMANY _IN_2EEATTI0ON_10_SB_372A INIRODYCED BY_KEN_FANNING

By: Mike A. Nielsen

I am fortunate to have such a unique perspective of the Public
Employment Relations Act (PERA). For several years | represented
the Police Employee ™ Association and most recently | represented
the City 1in negotiations with the Police Association. I have held
several offices within the Association including president and chief
negotiator. During the last four years | have been on the City ™
management team as a conmand-staff officer within the police
department and primary City negotiator on the police contract.

During my 13 years with the City, | have had the opportunity to
evaluate the collective bargaining process with and without the
benefit of PERA and from both the employee ™ and management ™ point
of view. In the earily 70 the employees were under the City
Personnel Ordinance. In_127Z5 i was_necessariji_—a naise _ujaae5 iiecir:lu-
5Q0Z-_iD_9nder_tg_retain_and_attract_gualified_eglice_gfficerSi This
was the dawning of collective bargaining. Later the City allowed
all contracts to expire and forced the employees back under the
Personnel Ordinance. Many grievances resulted and finally in 1983
the City realized the benefits”of collective bargaining and opted to
come under PERA rather than duplicate the existing State system with
one of its own. Quite clearlu, it is in the best interest of all
Eartiesi_incl.uding_the tax_gaying _gubl _icj. tg cgnduct_cg,l l.ecti,ye_
bargaini.ng_within_the_garameters_gf_PERA._

Our City ™ mayor would have you believe PERA 1is evil and contrary to
the public ™ interest. This is not true as | will explain.

STATEMENT: The mayor and some other City officials have claimed
Class One Employees have a “Strangle hold"” on the City because of
binding arbitration under PERA. The mayor goes further saying it is
impossible for the City to reduce wage and benefit cost under PERA.

FACT: There have only been two (2) occasions that the Citu and its

emplouees have gone to binding arbitration. The City won one and
the Police Association received a 3.1% cost of living adjustment in
the other. This is hardly a strangle hold! Neither the mayor nor

anyone else has shown any examples of this alleged “Strangle hold".
Both the City and its employees recognize the obligation to bargain
fairly.

FACT: Class One Employees have received smaller NOT larger wage
increases after PERA. The employees do NOT have a strangle hold on
the City as misrepresented by the Mayor. The recent 1987-1989
Police Contract whi,ch_was_neggtiated_withgut_arbitratign, has
numergus_cgncessigns_incl.udi_ng_a pa.y_cut for 1987-88 and only a
three percent (3%) cost of living 1increase in 1989. The cost of
living for 1987 alone exceeded three percent (3%). Other_benef.i t_
Deductions include no longevity pay (10% savings) for new hires,
reduced certification pay, less holidays, recall minimum reduced to
one hour, reduced clothing and cleaning allowances (+$20,000
savings). The mayor has stated this contract is the best contract
the City has ever negotiated with the Police Association,
particularly with respect to management rights. I have to agree
with this last claim. The Association made major concessions in
this area. This 1is another example of how binding arbitration

benefits the City also.



Nielsen’s Testimony Ref. SB 372, Continued Page-2

FACT: Without PERA the_Ci.ty_tggk _advantage_gf_its_emgigyee2.s_l.ack_
of _grgtectign; resulting 1in numerous grievances and law suits;
disruption of service and vigiatign_gf_the_grincig_les_gf_cglUective_
bargai.nj.ng when employees were forced under the City ™ Personnel

Ordinance.

FACT: Class One Employee Contracts contain the same or in many case
I 8ss_benefits_that _gther_emglgyee _contracts. Surely 1if Class Ones
had a strangle hold they would have equal or greater benefits.

STATEMENT: The mayor claims the arbitrator cannot consider the
economic condition of the City while making a decision.

FACT: It>e_arbi.tratgr_ngt gnjLy can_but SHOyLD AND DID _cgnsi. mﬂz_the_
ecgnom Lc_cgndi.tign_gf_the City_when_making_hi,s deci®si.gn. The
arbitrator based his decision in part on the_mayoris_comments_that_
the City_had_mgney_and_was _ngt_in_financi8i_trguble when awarding
the 3.1% COL increase for 1985/86. (See attached articles from the
Fairbanks Daily Ni-ws Minor.)

STATEMENT: Anchorage 1is not under PERA.

FACT: Anchorage DOES have PERA in the form of it™ own ordinance.
The Anchorage version of PERA also allow for binding arbitration
with 1its Class One Employees.

IT harmony, stability and cooperative relations between the City and
its employees are still important 1in maintaining public protection
through effective and orderly operation of government, then you must
void SB 372.

IT the principles of collective bargaining were valid in 1972 then
they are valid today and will be valid in the future. The only way
to safeguard these principles for municipal employees against abuse
by local government, 1is to include them in PERA and require
municipalities to comply with PERA.

Thank you for the opportunity to express my view point and please
support collective bargaining for ALL of Alaska ™ public employees
by voting NO on SB 372.

Sincerely,

Mike A. Nielsen
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posed police pact

before council again

A proposed three-year con-
tract with Fairbanks Poliee De-
partment rank-and-file em-
ployees that includes a 4.38 per-
centraise in 1989was the subject
of a twolhour, closed meeting by
the Fairbanks City Council Mon-
day night.

The council recessed after,
midnight, intending to resum
meeting in private at 7 a.m.
day to take up discussion on
status of two other contra
negotiations. An evaluation
the city manager apparent!
will be delayed until after
next regular council meeting,
May 18;'

Before breaking Monday
night, the council returned to
public session and without
objection advanced the police
contract ordinance to public
heermgand sccOod reading.

RsrnaCinthaevening, Coun-
cilmam John- Immel had indi-
cated he?would) votelagainst
advancing tbe ordinance to
approve tbe contract. Council-
man Lowed Purcell moved to
postpone action until after the
executive session. '

The proposed contract would
setal.21 percent wage cut, total,
over 1987 and 1SS3, but then give
pike employees a raise in the
thfcrd year..New hire*'would no
ieagar receive longevity pay up
to 10percent over base pay, they
would receive less certification

pay and have less leave time.
Shift premiums would be raised
in 1960and 1939, and emploms
would give up one personal bavi*
day and take reduced courtand
recall time-and reduced clotifiag
and cleaning allowances.'
-"CasTNovember, a statel

rator ordered theeittr tbJWy'
$88,196.37 back pay fO'tboutW
members of the

ing unit. The pay hadfceeiiTjart
of a contract provrdoa altewing
awage openerin 1989; ThezT:r in
rator’s finding was that Fala«
banks police workers wetepaid 7
lens than in Anchorage, tbe%tt™’

I had ability to pay. the 3 percent7

increase and economic argu-
ments*should have applied only
Jo 1995 and the first half o#3905[

Still in negotiations”™ arwnbon*
tracts with dty firefighter*and’
the Operating Engineer* Thell
latter isatimpasse and a federal'
mediator met with both skJea irr *
an unsuccessful attempt to get “
tail's moving.

During the council’s regular’
meeting prior to the exccutjve-
sesaion, an ordinance to 0 for
early retirement Incentive pay-*
to city police sergeants onlywas"
advanced for consideratiorAfay
18. Council members questioned'
why only one group of em-
ployees is being given the offer.
City Manager Brian Phillip*
said it was part of a binding
arbitration decision.
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Eliminating the "bar block"
spurred private construction
downtown” Fairbanks Mayor
Bill Walley said Friday, but he
no longer believes a first-class
hotel should be built at the west-
ern end of that block. '

"“lam nolonger for ahotel pro-
ject" there, Walley 6aid, citing
tbe opening of tbe Regency Hotel
on Tenth Avenue and Sophie Sta-
tion off University Avenue and
Airport Way as taking a good
Bhare of any prospective
market. .

Walley is seeking a third term
as mayor, and faces opponents
Randall Wallace, Robert Taylor
and Ruth Burnett in the Oct. 7
election. Walley appeared Fri-
day before the Farthest North
Press Club.

*His statement on the hotel

o oo

comes as the Fairbanks De-.

velopment Authority continued
Its efforts to secure a commit-
ment fr m a developer based on
interest by architects, a mort-
egagc finance company and the

rv a*A* »iw*» ru'T-n* ijn »rimrpiuy

downtown hotel

turns

X&A",
r$ i BySUSANFISHER r

«.Sheraton chain. The FDA plans
by December to make a decision
on building an underground and
surface parking lotin the middle
of the block.

The "bar block" is a reference
to the block bounded by First.
and Second avenues and Cush-
man and Lacey streets. Astring
of bars was acquired by the FDA
and demolished in anticipation
of a first-class hotel being built.

Walley said the removal of the
bars, though, prompted major
private construction downtown.

. He pointed to the Nerco Mineral
Building and the First Interstate
‘Bank building.

Tanana Valley Community/
College’s plan to locate in the/
Chena Building on the easier
end of that block, and the new\
parking structure should entice’
private development at the
western end. Walley said he’s
privately met.with resource-

. related businesses encouraging

them to consider locating man-
agerial and maintenance per-
sonnel in Fairbanks.

The mayor also soundly re-

futed any references to a city '

: budget deficit. He said the city
does not have a deficit because it
has a $5 million permanent fund,
which only voters can approve
spending, a $2.6 million balance
in the sales tax fund and perhaps
other surplus funds. JBut as the
1986 budget stands, there re-
mains a projected shortfall of

, $2.15 million between approved

; expenses and expected income,

j following the city manager’s

* "announcement this week fhat $2 . .

million is beingc u t .

“The city is in awfully good
shape. Wehave not put onasales
tax. The property tax is now 2.8
mills—that's the lowest proper-
ty tax of any city in Alaska. You
might find one that’s lower, but |
don’t think you will," Walley
told reporters.

He said city residents’ proper-

ty taxes have not been raised in

* his four years as mayor. Walley
.also said that with Gov. Bill
Sheffield's defeat in the prim-

aiy, he expects the successor

will resume an emphasis on

state assistance to municipall-_
ties. ‘

As a former borough assemb-
lyman, Walley said he intro-
duced some of his own tax cap
proposals,” though none as res-
trictive as the Fairbanks Tax
Alliance’s Proposition 3 initia-
tive. A city council-approved
alternative, Proposition 1,
would allow the council to raise
local taxes to make up state and
federal funding cuts, which the
alliance’s proposal would not.
Walley said he will vote for
Proposition 1

Asked what would happen If
voters approve both proposi-
tions, the mayor said he wasn’t
sure, and probably lawyers
would have to decide.

Walley also refuted Bob
Taylor's charge that two utility
board members have at least an
apparent conflict of interest in
considering a recommended
Sale of the telephone utility. One
of them, Frank DeLong, used to
own an interest in Acme Elec-
tric. Walley said DeLong no lon-
ger has that interest, and the

sl i ..

DILL WALLEY
Market dwindles

mayor said none of the members
has a conflict, and there is a pro-
nounced mix of views and philo-
sophies on the board. The mayor
appoints those members.

The part-owner of KFAR ra-
dio, Walley also announced Fri-
day that he and his partners plan
to put KWLF-FM on the air this
October or November, end that
they’ve invested in a $75,000,
10-kilowatt transmitter'for
KFAR.
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Alaska State Legislature
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Alaska State Legislature

Please enter into the record my testimony to the Z ti -m*k
committee name

committee on dated - )1 ~ 11 &
bill/subject

Dear Senator Abood and Comnittee Members

I ask you to oppose Senate Bill 372. 1 am a Class | public enployee of the Fairbanks Fire Department. The
legislature and the court system have determined that the function of myself and similar public safety
employees 1is vital enough to a community to dispense with normal collective bargining rights such as job
actions and strikes. Therefore, 1 will be ordered by the court to return to work ifl shouldstrike. This

occurred some years ago in Fairbanks.

Other employees enjoy the right to collectively bargin and to negotiate fair contracts agreeable to both
sides. In the event that agreement cannot be found, the employees have the right to say "we are unwilling
to work under these conditions"™ and to strike if need be.

Our functions are such that job actions such as this cannot be tolerated, for if Class | employees
strike, lives and property will be in jeopardy. This I can understand and accept. But by denying my right
to these actions you are denying me a right that other citizens enjoy. In effect | would be a second
class citizen. What reaction did the legislators have when they were ordered back into session some years
ago and the Alaska State Troopers were sent out to force them to comply?

We are not asking for the right to strike. We are asking to be able to negotiate a fair agreement. If
such agreement cannot be met it SHOULD go to a FAIR and UNBIASED arbitrator selected by BOTH sides. If
PERA is not available, then there is nothing to prevent municipalities from dictating conditions of

enployment.

In answer to some testimony presented during the tele-conference by Mayor WALLY, 1| offer a Memorandum
from our Fire Chief dated 16 July 1979. This memorandum confirms verbal notification that the City of
Fairbanks no longer recognizes the provisions of the contract between themselves and the Firefighters
Local 1324. Changes in employment conditions included ("but were not limited to") changes in pay rates,
annual leave, sick leave, grievance proceedures, longevity, overtime rates and probationary periods.
Union dues would no longer be collected. The union was no longer recognized and seniority rights for
layoff purposes were no longer recognized. So much for honoring contracts.

Representing (Optional) .
gL 70i
Address

mlQ-5~Zdlf

Phone No.

9/86 Legislative Information Office



In Alaska we don"t even have to learn from

If we don"t leat.” from the past we are doomed to repeat it.
the past. We can look at the current situation in smaller ccmnunities across the state and see that the

rights of the public safety employees have been abrogated by cities that have opted out of PERA.

Since when in this country has the rights of the many

I urge you to defeat this bill in your comnittee.
or powerful been sufficent to take away the rights of the few or weak?

Thank You,

£/ o -

Eric J. Mohrmann
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Alaska State Legislature

Please enter into the record my testimony to the Senate state Affairs------------
committee name

committee on S-B- 372 - , dated . .rebrjiia7 17: 1988------- --
bill/subject

I wish to register my opposition to SB 372, whiih would gut PERA.

Public employees aren"t responsible for the economic crisis local and state
governments are now experiencing. You should not attempt to solve that problem by
aking benefits away from workers. Public employees have been responsive to the
fSseal crisis and have voluntarily contributed to the solution. This was done
through and within the framework of collective bargaining. Obviously, collective
bargaining does not preclude such cooperation. Public employees are concerned

citizens and taxpayers, too.

It is dishonest to ignore the fact that this bill will allow a city or borough to
deny employees the right to collective bargaining. Management will then be free
to unilaterally set wages and other working conditions. This is a clever and
insidious maneuver that strikes at the heart of collective bargaining. Pleading
your intent for this bill 1is irrelevant; it is the results that count.

Giving public employees a right to share in decision-making regarding wages and
working conditions makes a more effective government. Even the legislature has
recognized this. Demoralizing employees is counter-productive for everyone.

Allowing local governments to opt out of PERA disrupts the power balance
collective bargaining brings to labor-management relations.

Passage of this bill will totally destabilize employer/employee relations. Any

time the assembly or city council meets, they will be able to- with one stroke of
the pen, with no forewarning to employees- completely change the structure of the
relationship. Why do you want to do this? Do you hate public employees so much?

I urge you to reconsider the consequences of this bill and kill it as a piece of
harmful legislation. Please do not regress the status of public employees by

removing the PERA guarantee of collective bargaining.

Thank you.

Signed: _ T

Testifier

Representing (Optional)
P.0. Box 75306, Fairbanks, AK 99707

Address
452-4761 x260 wk 452-7509 hm

Phone No.
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Alaska State Legislature

. . . P
Please enter into the record my testimony to the  Cn uauw*FPiCfuuBs
committee name
) HB 372 (PERA)
committee on dated tl ' _
bill/subject

My name 1is John Baus. I am a Police Detective and have been directly employed and engaged
in Law Enforcement in Interior Alaska for nearly twenty years. I"ve worked for the City

as a contract employee with and without binding arbitration, and under the Personnel
Ordinance. We have enjoyed fair and equitable negotiations over the years on both sides

of the bargaining table. There have been times when agreement could not be reached on
certain items. Because the City and Fairbanks Police Department Employees Association have
agreed to binding arbitration, a third, disinterested party, have settled these matters.

Two (2) matters have been settled; one on behalf of the City, and one on behalf of the
FPDEA. ,

The Fairbanks City Council decided to put the issue of revenue in the hands of the voters.
The result has been a reduction in services because of employee layofft, furthering the
economic decline 1in the Fairbanks Area. This had nothing at all to do with arbitration as
some Interior Taxpayers Association members would have you believe. The Police Department
is still struggling with insufficient personnel to accomplish its goals of citizen safety
and timely response.

By allowing the City to opt out of PERA now would undermine employees ability to share 1in
the decision making process, which is the reason the Legislature passed this law in the first
place. You, as legislators recognized that Government is made more effective when employees
and administrators can exchange information and ideas about operating Government. This

give and take between Employer and Employee serves to better protect the public by assuring
cost efficient arid dependable operation of Government.

Before the City recognized the FPDEA as a collective bargaining unit, the working conditions
were some of the worst imaginable. The Turn-over rate for Police employees was extremely
high. People were fired from their positions at the whim of the Administration. Human
rights and civil rights violations were common. Lawsuits because of inadequate training

or improper behavior were litigated regularly.

Class 1 Employees, namely, Police and Fire Personnel, do not have and do want to have the
right to strike. Because no other means of effective and fair collective bargaining 1is
available to this class of employee, collective bargaining backed up with binding arbitration
is absolutely necessary. Binding arbitration works for both sides in a dispute. This
procedure has been refined over the years and serves to protect the interests of Employee

and Employer.
FINALLY, YOU TO PUT AN END TO THIS LEGISLATION AND TO KILL SB 372.

NRepresenting (Optional)

Address

3/3 3
Phone No.

9/66 Legislative Information Office



Alaska State Legislature

Please enter into the record my testimony to the senate state.M fairs
committee name

committee on SB 372 , dated February 17, 1988

friii/subject

My name 1is Tim Beck, 1. ~ident of the Alaska Public Employees Assoc.

I object to SB372 and urge its defeat. It is a strongly devisive

issue usually not argued on merit or logic but emotion from its
supporters. Historically public employees have foregone opportunities
to better paying positions in return for the security offered through
public employment. By delving into P.E.R.A. (AS23.40) SB372 1is lending
instability to local governments. .It"s a "quick fix" bill to allow
budgets to be balanced on the backs of public employees. Nothing,

;1 repeat, nothing, replaces the benefits achieved by proper management
and planning of local goverments. Currently the local Borough Assembly
and City Council have final approval of all contracts now. ".11 this
bill does is allow for continuation of poor management and policies,
knowing if there®s a problem, jJust take it from the employees. We
object strongly to that stance.

See attached position statements from local government leaders, either
elected or staff representatives.

Signed: .-"TI,. 4N
Testifier

Alaska Public Employees Association
Representing (Optional)
825 College Road

Address
Fairbanks, Alaska 99701 456-5412

Phone No.

9/86 Legislative Information Office



MEMORANDUM

TO: Honorable Mayor, and City council Members,
City/PMUS Department Heads
Union Business Agents & Stewards

PROM: BRIAN C. PHILLIPS, City Manager

SUBJECT: Public Employment Relations Act (as23.40)

DATE : February 16, 1988

The City council on January 25, 1988 defeated, by
non-advancement, a resolution opposing the continuance of

certain PERA provisions. I interpret this policy setting
action to be the City Council®s support, by majority, fot a
status quo relative to the provisions of PERA. Therefore,

unless otherwise legislated by the Fairbanks city council, this

office and all department heads of the City will refrain fronm
giving any new written or oral testimony, recommendations, or
interviews relative contrary to thi3 policy position.

Over 60% of the City"s $80.7 million dollar budget involves
unionized personnel covered under this act; This directive
affecting City employed personnel 1is intended to clarify this
City"s status quo position on PERA, relative to the recent
action by the Fairbanks City Council, and to once again build

upon the positive working relationship between the City and our

employees.

City Manager
BCP/sam

cc: Interior Delegation



Introduced by: Council Member Cleworth
Date: January 25, 1988
RESOLUTION NO.2936
A RESOLUTION OPPOSING CONTINUANCE OP PfcRA PROVISIONS
POR BINDING ARBITRATION FOR MUNICIPALITIES.

WHEREAS, THE CURRENT PROVISION IN THE/ALASKA Public
emplo;;es Act (PERA) providing for binding arb{;ration of labor
disputes for certain classes of public employees applies to the
City of Fairbanks; and_

WHEREAS, said provision for/binding arbitration takes
away from local government the abi”~ty to determine 1its own
future and goalswith any degree /of certainty, deprives the
public of final authority over/municipal, labor terms and
policies and gives the power or binding the public to important
financial decisions and labor policies to a third party who is
not answerable in any manaer to the public; and

WHEREAS, it would be.within the best interest ofthe
city to be free of the”binding arbitration provision of PERA.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF
THE CITY OF FAIRBANKS, ALASKA, that it 1is opposed to the
continuance or said binding arbitration provision and strongly
recommends the amendment of PERA to delete this provision and
its applicability to municipal governments.

PASSED and APPROVED this 25th day of January, 1988.

BILL WALLEY, Mayor

ATTESI":

NORMA J. MARKS, Acting City Clerk
r)/r Al



#09 Pioneer Road . P.0. Box 1267 . Fairbanks. Alaska 99707

February 1, 1988

Honorable Mitch Abood
Chairman
Senate State Affairs Committee

P.0O. Box V
Juneau, AK 99811

Dear Senator Abood:

I urge you to defeat SB 372. As a strong supporter of
collective bargaining, | see this bill as the beginning of the

end for public employee collective bargaining.

Borough Mayor

cc: Members, Senate State Affairs Committee
Interior Delegation



Alaska State Legislature

ISswQTgl SfcCt-e-
Please enter into the record my testimony to the sfiaggg»"g»*gs "
committee name

committee on  hb 372 (pera) f dated 1-26-88
bill/subject

I am w=xiting+te letter as there was not time allotted for all to testify at the
teleconference on Feb. 17,1988. I have been a police officer for 13years with the
City of Fairbanks and.have been under both programs (in PERA and out of PERA) during
that time. The City of Fairbanks opted to go into PERA after the city allowed
thfer employees to negotiate contracts with the City. Since that time binding ar—
bitration wiht the police department has occ.irec, on two occassions. The city has

won one of the cases and the employees have won a case. The remainder of the
bargaining has been both fair and equitable to both sides, with contracts being

signed without binding arbtration.

Since the City of Fairbanks has decided not to raise revenue, they have attacked
the public employees as the”bad guys™ who have caused all the revenue problems
with in the city of Fairbanks, This is simply not the case at all. The city

of Fairbanks has known for two years that they were going to be short revenues
if they continued to sit back and do nothing while they paid out salaries to

thfer employees. Concessions have been made with the city to alleviate the
money crunch. The police department took a ten percent pay cut in wages to help
out the city in the time of crisis. Since that time however; Brian phillips the

City Manager for the City of Fairbanks has publicly stated that in order to balance
the budget then PERA must be stricken from the books. While it would be nice to

be able to trust the City of Fairbanks, realistically that is not possible as they

have proven time and time again that they would take advantage of thier employees.

With all the special interest groups that have formed since this issue began, |1

don"t see how the City could be fair with out binding arbitration. Several groups
have singled out the public employee as the problem that has caused the cities
around the state of Alaska* to face monitary problems. I don"t see the public
employee as the whole problem that the state is facing. State and local govennent
employees spend thfir money within the state just like private employees. The more
money there is the more money 1is spent. These special interest groups would like
to see goverment employees work for "peanutS". When considering this bill please

fGon"t consider the selfish few but the vast majority of loyal goverment workers who
A-FISignPd Tr-vinn to make this state a better place to live and grow.

Testifier

Representing (Optional)
4 4 7 % Q ¢

M 4TT-076y

Phone No.

9/86 Legislative Information Office
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FAIRBANKS, ALASKA, SATURDAY, JUNE 14,1986

Mayor says it$ too regressive

By SUSAN FISHER
Staff Writer

Lacking the five votes necessary
to override Mayor Bill Walley’s
sales tax veto, the Fairbanks City
Council is to meet at noon Wednes-
day to explore other options for
balancing the city’s 1936 budget.

Walley vetoed a 3 percent sales

tax Friday, calling it “the mostre-.

gressive tax that our people and
economy can face” because it puts
the most burden on the middledass
family consumer.

The mayor, a candidate for gov-
ernor, is in Anchorage campaign-
ing, but called his instructions to
City Clerk Carma Roberson Friday

35tf per copy

’.

qzlkf g" Q’I@)"

vetoes

and was to send his signed veto
message by express mail.

Within an hour of Walley’s noti-
fication, Acting Mayor Ted Lehne
called for the work session.

Both Lehne and Councilman
Lowell Purcell toldthe Daily News-
Miner they informed Walley they
would not vote to override his veto,
and Councilman Jerry Norum is
expected to miss the June 23 meet-
ing. The six-member council pas-
sed the sales tax measure Monday
on a 4-2 vote, with Lehne and
Norum opposing it.

The council has a number of
choices, but the challenge facing it
is to find a common ground and a

t. -

plan that will escape another veto,
Lehne said.

Since January, the city has been
operating under a $23million calen-
dar-year budget that is expected to
exceed income by $5-6million. Only
half a year remains to close the

a -

J I_gut the city also holds some $6.8
million in its unappropriated fund
and has a $5 million permanent
fund, which only voters can
approve spending.

In a lengthy veto message, Wal-
ley again suggested a gambling tax
on bingo games and raffles and a
tax oh luxury items. He endorsed
Lehne’s suggested approach of li-

(I)ntmued from page 1)
electricity tax. Hall the city’s elec-
tric customers are served by Gol-
den Valley Electric Association,
and the electricity tax on custom-
ers of both utilities would raise
more money than the MUS franch-
ise fee does, he said.

Lowell Purcell voted for thesales
tax, but said he won’t vote to over-
ride the veto.’

He said the tobacco tax appeals
to him, but he can’t goalongwith a
gasoline tax at a time when gas
prices are so competitive it could
drive business outside the city, and
he’s also reluctant about a res-
taurant/fast food tax. e

“Gambling, I wouldsupportatax
like that, although I understand

48 pages

mited taxes, digging into the sur-'.

plus fund and cutting expenses.

Prior to Monday’s sales tax vote,;
Lehne had proposed alternatives-
including limited taxes on such
items as cigarettes and tobacco
products, gasoline and restaurant
meals, and raising city garbage
collection fees, digging into the un-
appropriated fund and cutting
some expenses.

Friday Lehne had another prop-
osal. He said he would like the coun-
cil to consider dropping the 4 per-
cent franchise fee charged to Fair-
banks Municipal Utilities System,
and move instead to a 4 percent

(See VETO, backpage)

public pressure pretty well shot
that one down last time,” he said.

Another option is raising city
property taxes. In passing the sales
tax, the council Monday set the 1986
mill levy at 2.8 mills.

Walley spoke to that issue in his
veto message. If the council can’t
agree on a plan, he said, “then
maybe we should just ask the voter
to settle once and for all whether
the people would prefer a 3 mill
property tax increase or a sales
tax.”

.The mayor pointed to a 1985
advisory vote inwhich 86percent of
city voters said no to sales tax, and
said the sales tax is a burden on
businesses, is difficult to collect
and drives up costs to consumers.
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would Veto

taxes to increase that much and
that he’ll seek cuts in Droz’s $23.8-
million spending proposal.

Droz is recommending the city
set 1986 spending at $23,871,507, up
about 6 percent from this year’s
approved budget of $22.5 million.
No deficit is projected, using the
projected assessed valuation and 9-
mill levy, in Droz’s 1986 proposal.

Property taxes for 1986 would pay
$9.6 million of the city’s costs.- *
“It is going to initially take 9
mills to fund this proposed 1986
budget,” Droz said in a message
included with the budget made
available to the six council mem-
bers and the mayor late last week.
This year city residents paid 2.8
mills in property taxes plus 7.3

mills in borough takess. The highest *
city’s mill rate was in 1960when the.

city levied 18 mills. During the
pipeline years of 1973 to 1976 the ci-
ty’s mill rate ranged from 12 to 10
mills. One mill equals $1 in taxes
for each $1,000 in property value.
Droz this morning said the 6.2-
mill increase is needed to cover the
proposed budget increase of 6 per-

T
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>ercent of the proposed
ion budget goes to pay the
wages and benefits of 281
:s. This year’s budget in-
145 employees. -
employees, with tbe.ex-
of top management, are

now represented by a union or asso-
ciation and have contracts with the
city. )

* Income investments were ex-
pected to receive $2.2 million this
year. However, in September the
city had only received 55 percent of
that figure. , -

» It was estimated that the ci-

ty’s assessed value would reach
more than $1 billion this year. But
the city’ value only reached $998
million, resulting in less income for
the city. «
-« The city’s busy construction
season resulted in the city selling
$286,593 in building permits
through the first eight months of
1985. The city had only projected
receiving $250,000 for all of 1985.

Droz said in his budget message
that from 1974 to 1930 the city ex-
perienced some “slack periods of

tough-to-get revenue” and “tough
budgets.” He pointed out that from
197410 1980the city levied a proper-
ty tax ranging up to 1L mills while at
the same time levying a 3 percent
sales tax.

The most expensive department
in the city isthe police department,
according to the budget document.
Police spending is proposed at
nearly $5.7 million, up from this
year’s $5.4 million. If property
taxes alone funded that depart-
ment it would take 5.5 mills, Droz
estimates.

The next most expensive service
the city provides is fire protection.
Spending in that department is
proposed at $4.75 million, dowr
from this year’s $4.8 million.

Other major departments are
public works with proposed spend-
ing at $3.86 million and engineering
with spending at $1.9 million.

5. Pen‘)ﬁy

LWV 1
g I*

Vv - .
cent, because of the big drops in
city revenues. Chief among those
funding sources now drying up are
state and federal revenues, plus
less interestearned on investments
because of the smaller revenue.

In 1984, the city got $3 million in-
terest on investments; Droz pro-
jects the 1986 interest at $1.5 mil-
lion. The city expects state muni-

0

M ptiyes*

cipal assistance to drop $600,000
next year, leaving $4.2 million.
State-shared revenue, estimated at
$3.5million this year, is expected to
drop to $1.4 million.

“Idon’tthink 1’m going toallow a
9-mill levy,” Walley'said Monday.
“1°d veto it in a minute.

“1’m not too happy with that

(See BUDGET, back page)



TESTIMONY TO SENATE STATE AFFAIRS COMMITTEE
SENATE BILL 372

April 6, 1988

My name 1is Barry Haight; | represent the Fairbanks Fire
Fighters Association and the Interior Public Employees Coalition.
Both organizations maintain strong opposition to Senate Bill
372, and challenge the stated reasons for the introduction of

this legislation.

This committee has been told the bill is needed to provide
relief for the City of Fairbanks; yet this past week, for a
second time, the Fairbanks City Council has refused to support
S.B. 372. Nonetheless, S.B. 372 remains before you along with
the misleading claims and inaccurate assertions made by some

of those who support the bill.

Mr. Chairman, 1 have a copy of a booklet prepared by the
City of Fairbanks and mailed to city residents this past September.
Also, a copy of the second and, most recent, arbitrator"s decision
rendered in a bargaining impasse between the City of Fairbanks
and an employee group. I ask that they be entered into the record.
I have copied several pages from the city booklet for committee

members and would call your attention to certain facts.

On the first page is a graph demonstrating concessions and
the percentage amount by bargaining unit. There is no relationship

or meaning in the differing amounts nor should one be construed.
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Every city union made concessions and dealt with city management
independently. Furthermore, the percentage amounts do not tell
the whole story. The percentile indicated includes not only

base wage but overtime rates, fringe benefits, and, in some cases,
contract language affecting work rules and subsequent cost to

the city. It has been stated to this committee that because
public safety employees did not give enough, further layoffs

will be necessary. A look at the second page demonstrates that
while the percentage amount given up by fire fighters is, as

some woulu say. only 7% the dollar savings to the city is a substan—
tial $16,301. per person; very close to the second highest per

employee savings in any city department.

On that same page the city told the voter that "These reductions
far exceed any cost containment measures by the State, Borough,
School District, or other municipalities in the State of Alaska."
The following statement was also made: "The City and the employees
have acted decisively and expeditiously to lower wage costs to

Fairbanks residents.”

It has been claimed that because of PERA and resultant wages
that Fairbanks residents have been burdened with inordinately
high taxt.; however, the next graph shows that taxpayers paid
only about 1/7 of the cost of all city services. The booklet

was signed by the Mayor and five of six Council members.



Testimony - S.B. 372 -3- April 6, 198ft

Yet, this committee has been told lack of employee cooperation-
is causing otherwise unnecessary layoffs. The process of bindaasg
arbitration has been vilified and various assertions made, including:
binding arbitration has occurred numerous times,
arbitrators always find in favor of the union;
arbitrators come from out-of state;

arbitrators do not take into account the employers”
financial status or ability to pay.

In the first instance, the number of arbitration cases Iis.
answered by a summary provided this committee by the Labor Department.
The summary reveals three cases. However, 1 would clarify tlait
by pointing out that the first case listed was not a mandated:
arbitration, but was voluntarily agreed to by the union and tditty
representatives. Of the remaining two arbitrations; the arbi"ttxattor

agreed with the city"s offer in a 1985 case.

As far as where :rrators come from and what they takE
into account, we can .a factual information in reading the
arbitrator™s decision in the last case involving the city- Cktojloex
1986 with the Fairbanks Police Dept. Employees Association. QR

the front page of the arbitrator®s opinion and award is the name

and address of the arbitrator. He is Dennis Geary. He [lives
in Fairbanks and has done so for 10 years. Starting at the
bottom of page 5 Hr. Geary states, and | quote: "A pivotal

consideration in deciding this issue is the city"s ability t® p.ay.."1
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Further reading of the arbitrator®s findings are irstr.nscrtii-ye"

and drive to the heart of what is really a local msfttssr. |

continue to quote: "The city has argued that a SMWKZS c-r income

has been substantially reduced by the current oil Jari.i"e. flivue-tmaittion.
While the city has reduced its expenditures and reMeranssi. ali-Senhative
funding sources, it has vacilated regarding a steadifasl course-

of action to reduce the budget deficit. By illuasttraciion*, FBMVA
points to Mayor Bill Walley"s veto of a proposed) saulee tax tiy

the City Council, and his public statements (as Terernil as; Scttcibar

3, 1986) regarding the financial status of the <«iity.. The city:
argued in the hearing that reliance on Mr. Walley""® shstemenCLs;

while running for re-election, would be iHGSpOBBHMﬂLE“ EkTwrwsa:,,

Mr. Walley®s statements were intended to refute dhanrgs™s: mndh:

by his opponents that the city is in a fiscal crisis.. Thiis

is the same fiscal crisis alleged by the city in tftais. scha trrafcikMu™
End quote. Some of those same people who denied a i"iswall. criis.f

now admit there is one; blame it on the employees and seek
legislative relief by overturning 16 years of laihn'T T.ss". Ms"amwihile,
they are also asking this legislature for more Tro’Eiey amid at ctes. .same
time, vowing to fight any efforts to raise local ravemaes-,.. TTnay

cap it all off by asking you and the employee to WHense they

still want to collectively bargain. We don ™ bellies chum, and

ask you not to pass this bill.
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IN THE MATTER OF THE ARBITRATION
MATTER

CITY OF FAIRBANKS

AND

FAIRBANKS POLICE DEPARTMENT
EMPLOYEES ASSOCIATION

il HEARING SITE:

HEARING DATE: 9:00 am

ARBITRATOR:

Fairbanks,

APPEARING FOR THE CITY OF FAIRBANKS:

=

Fairbanks,

APPEARING FOR THE

ferald Laparle,
u 100 Cushman Street

Fairbanks,

INTRODUCTION

At a hearing in Fairbanks,

CITY COUNCIL CHAMBERS
410 Cushman Street
I Fairbanks,

October 16,
Dennis Geary

P.0. Box 1536

HOMER JONES,
I 410 Cushman Street
Alaska 99701

Alaska on October,

ARBITRATOR"S

OPINION

AND

AWARD

Alaska 99701

1986

DEPUTY CITY ATTORNEY

FAIRBANKS POLICE DEPARTMENT EMPLOYEES ASSOCIATION:

14, 1986,the parties acknow—

’L ledged that this Wage Reopener had been processed in accordance with the

agreement between the City of Fairbanks (City) and the Fairbanks Police

Department Employees Association (FPDEA).

The Wage Reopener was properly

in arbitration and within the Jurisdiction of the arbitrator to make a



final and finding decision, as set forth in the Working Agreement between
the City and FPDEA (Agreement). Accordingly, full opportunity was afforded
both FPDEA and the City to present opening statements, offer exhibits,
examine and cross-examine witnesses, and otherwise to make known the
relevant evidence, their positions and arguments to the arbitrator. The
arbitrator accepted seven (7) exhibits from FPDEA and thirteen (13)
exhibits from the City. The record was reopened on October 28, 1986 by
the arbitrator to obtain and enter into the record applicable portions

of the Agreement. Those who testified included Norman Brake, President

of FPDEA, and Paul Taylor, University of Alaska. The parties argued
closing oral arguments and waived the submission of post hearing briefs.
The arbitrator tape-recorded the proceedings to supplement his written

notes.

I1SSUE

The parties directed the arbitrator to determine what, if any, adjuatments
to compensation should be made for the period of January 1, 1986 through

December 31, 1986.

APPLICABLE CONTRACT PROVISION

CITY - FPDEA WORKING AGREEMENT

1.1 This agreement shall become effective January 1, 1984 and shall
remain in effect until December 31, 1986. Any retroaction contained
herein will affect only those employees covered by this Agreement

and actually employed by the City on the precise date this Agreement
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ia signed by the City and the Fairbanks Police Department Employee~s
Association. This Agreement shall be opened annually, on or before
the 1st day of November of each calendar year. The purpose of such
reopening shall be to determine adjustments to compensation only

and matters mutually agreed upon.

POSITION OF FPDEA

FPDEA has asserted that it should receive a wage increase of 3.17. for
the period January 1, 1986, through December 31, 1986. This position Iis
essentially based upon three arguments. First, FPDEA points to a rise

in the Consumer Price Index (CPl) of 3.17 covering the period of Januiry,
1985 through January, 1986. Secondly, FPDEA contends that a wage comparison
between FPDEA and the Anchorage Police Department (APD) reflects APD
members are compensated 87. more than FPDEA members, exclusive of any
geographic differential, for work of a similar nature. Finally, FPDEA
alleges the City has the ability to pay for the requested wage Increases,
citing: the recent defeat of the tax cap initiative; mayorial veto of

tax increases; public statements by the Mayor and the expert testirony

of its witness.

POSITION OF CITY

The City has argued for a wage freeze during this third and final year of
the contract with FPDEA. The City has proclaimed that the "state of the
State™ 1is not good and the City does not currently have the ability to
pay wage increases. The City maintains FPDEA wage scales are in lint

with the other police agencies in the State and"there are no "anciant
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wrongs" to be righted. As this contract will expire on 12/31/86, the
City has asked that a wage freeze be instituted, leaving all matters for

consideration during negotiations on the new contract.

DISCUSSION & FINDINGS

Police and fire services are among the mrst critical services offered by
government. The Alaska Legislature recognized this when it mandated

binding arbitration for these groups of workers. Binding arbitration, a
quid pro quo for a no strike provision, 1insures that there 1is no interruptio
in these services due to labor-management disputes. Arbitrator Carr

(FPDEA Exhibit #4) correctly described the nature and character of "Interest”
arbitration in his 7/16/86 decision. The arbitrator®s objective in Interest
arbitration is to determine what the parties should have agreed upon bv
negotiation. In addition however, the arbitrator must also consider the
relative time frame in which the negotiations were intended to have

occurred. In the instant case, nego"iations began in the Fall of 1Q,;5.

and theoretically should have been concluded prior to January 1, loté6.
Whatever agreement the parties night have reached, would then have tj«er>

effect on that date. I have made my decision based upon these premises.

The Agreement provides that "adjustments to compensation"™ shall be examined/
negotiated annually. The Agreement does not specify the basis for these
adjustments. FPDEA has suggested the CPI would be a valid basis for such
adjustments. The City has also asked that 1 rely on the CPI, but thet |

consider data generated after 1/01/86. As | have ulready stated, this W4ge
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Reopener should have been decided by 1/01/86, and comsidkraJlffiQir cif trsrends
or data which occurred after 1/01/86 would not be pmj>f:TX« 3 have; oihexef-ore
determined that the CPl change for the period of January bQ2h5 tro igH

January 1986, as submitted by. FPDEA, 1is appropriate £:as' canaiudferaMont. ,

In reviewing criteria for determining wage adjustmei®is;,. ajmpacab*la wraxitA
evaluations are also a proper basis. Police officear*"as wj$fcs»,, ais: wdtcsh

any other skilled employee, should reflect the caliiasr o>J vorak expjac'S.e"dl
from such workers. FPDEA and the City have both prawHnaasf wiftgr cjxirjpaxilsoiJs
for consideration, and both rely on the comparisons tic* jmajuirtftr me- alfwilT
respective positions are at least partially justifie"il, ICia; Silty/ Mara
asserted that while FPDEA members are not the higheao; jjsdti po,l>i:ca- a>Sflica*rs
in the State, their pay is "in the ball park™. Theihr gjragiivfi dwp"c.tcii®ix
initial hourly wages for patrol officers and sergeanu,. *i&adttlerL
support of this contention, would tend to bear this eiitr.. Kta*«-WMj:t, HiP.?3.A
contends that a comparison of FPDEA with all other cj.diica; agenaite-st Hm

the State 1is improper. FPDEA maintains that a comp&sikKfflir® wdllfr ArRT1 11*

the proper one and is in keeping with the 1985 decisiii'str- hy Mesitaraitoair "jir.
I have also determined this to be the most proper oanrpaniistoni, Slits- -In) —-nsiT
agree it is the only proper comparison. In this velut ?9DSAt,,

expert testimony, has demonstrated chat an approxiDn.tre- SCi"waye dliispirtrity/
between APD and FPDEA exists, irrespective of any gsogjra*frhii/c. dd*Sf"ttnemc!!*"1.
This disparity VAries between Job classifications aiviZupon, liag'tth o!f
service, but is generally Indicative of the re lationih-i"p-. cn?

FPDEA and APD.

A pivotal consideration in deciding this issue 1is 6he=Mcy "» aiiiilliiW/ cs
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pay. The employer shoulders the burden of producing sufficient evidence
to support an inability to pay. The evidence submitted in support of
this position must also be something more than speculative. The City

has argued that ji source of income has been substantially reduced by the
current oil price fluxation. While the City has reduced its expenditures
and explored alternative funding sources, it has vacilated regarding a
steadfast course of action to reduce the budget deficit. By illustration,
FPDEA points to Hayor Bill Walley®s veto of a proposed sales tax by the
City Council, and his public statements (as recent as October 03, 1QC6"
regarding the financial status of the city. The City argued in the
hearing that reliance on Mr. Walley"s statements while running for re-elec-
tion, would be irresponsible. However, Mr. Walley"s statements were
intended to refute charges made by his opponents that the city is in a
fiscal crisis. This 1is the same fiscal crisis alleged by the City In

this arbitration. Mayor Walley has pointed to a surplus balance in tke
sales tax and other surplus funds, with which the City might balance It*
budget. Consequently, the City has only produced evidence of a ten;or/rv
inability to pay, which is not sufficient in and of itself to elir.inatr

or reduce an increase warranted by other criteria.

The City has presented no legal bar regarding the City"s ability to generate
new/additional revenues. FPDEA has pointed to the recent defeat of 7««

Cap Initiatives by the voters, which would have presented a restriction

to generate additional funds. Evidence submitted during the hearing,

from FPDEA"s expert witness, and statements from Mayor Walley, reflect



p L vistoo
8% o 8

N BR & CormeTiEr= oF IgRYc
dg ccB8=pndatE 3 8

©72 8ovenc
B = s5 "\ ©°

that the tax rate within the city in recent years has steadily decl5.t«d

at the same time the tax base has increased. The taxing power of tie

City needs public support, and while that support haa not specifically

been shown, the Tax Cap defeat is significant. I have therefore determined

that the City has failed to demonstrate an inability to pay.

In view of the above, | make the following findings:
1. A change in the CPIl is a valid consideration when determinircij:
"adjustments"™ to compensation.
2. The CPl data covering the period of January 1985 through JjrnaiaTl?
1986 is 3.17 and the most appropriate CPl data in considerj"Mlua.
of this issue.
3. Comparable worth studies are a valid consideration when de tssmi"inS.ng
"adjustments" to compensation.
U. APD is the most proper group with which to compare FPDEA rt"a*?.ding
wage rates.
5. APD employees enjoy an approximate ar. advantage 1in wages ourn: “<"Vt'A
employees.
6. The City failed to produce conclusive evidence that it doe*
have an ability to pay.
7. A wage increase of 3.1% for the period of January 1, 1986 IlIna®a™h

December 31, 1986 1is appropriate for the reasons asserted WM/iFPDEA.
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The adjustment to compensation (wages) applicable to all employees in the

bargaining unit for the period of January 1,

1986, shall be an increase of 3.12.

Ufi/tMMK. W mf.tr
DATED .

1986 through December 31,
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Bl” NO. Senate Bill 372 N dte February 2, 1988

Tthe "An Act relating to tne applicability of °n a "Eileen Plate
the Public Employment Relations Act to 465-2700
municipalities and political subaivisions."

TI"is legislation repeals Section 4, Chapter 113, SLA 1972, which permits
municipalities and political subdivisions to elect not to be covered by the Public
Emplcyment Relations Act; and replaces it with language that permits municipalities
and political subdivisions to opt in, or cut, of PERA coverage at will, subject to a
lapse of three years between each action.

Under tnis bill, political subdivisions who are currently under PERA coverage would
have the opportunity to opt out by adopting an ordinance or resolution to that
effect. Similarly, as is provided under current law, political subdivisions who
opted out in 1972 could rescind that exemption and come under PERA coverage. The
only resiri".tion placed on exercising one option or the other is that three years
must have elapsed since the time an option was last exercised.

This has no practical effect on those political subdivisions who elected to opt cut
when PERA was passed in 1972. They may presently rescind that action by ordinance or
resolution and come within coverage of PERA, as the City of Fairbanks did in 1983.
However, this bill would allow those political subdivisions currently under PERA to
exempt themselves from coverage, an option that does not currently exist.

The municipality or political subaivision could, at its discretion, therefore rescind
rights previously extended to employees without any participation by the workers in
that decision. This clearly goes against the intent of the act which 1is to promote
harmonious employer/employee relationships. The provisions of this bill are, there-
fore, contrary to the principals upon which collective bargaining laws are premised.

There are presently six communities that are covered by PERA - City of Fairbanks,
Fairbanks North Star Borough, City of Petersburg, Ketchikan Gateway Borough, City of
Unalaska, and City of Nome. These communities could, under this bill, exempt
themselves and discontinue the collective bargaining relationship at the expiration

of existing contracts.

This bill is not in the interest of good management ana labor relations; and the
Department is opposed to it.

There 1is no fiscal impact on the Department.

PROVED:

oner

POSITION PAERDspartmattof Labor






glagfea H>tate legislature

Senate Advisory Council f i PO. Box V
StateCapitol

Juneau, Alaska 99811
Phone: (907)465-3114

MEMORANDUM

TO: Senator Zharoff
Alaska State Senate

FRCM: Sheila F. Helgath, PhD
Richard Rainery
Senate Advisory Council

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

You requested that the municipalities that collect an additional "raw
fish tax" besides the State collected Fisheries Business Tax be identified
and the methods for collection and verification be explained. The
municipalities and boroughs that are collecting a raw fish tax are listed in
Table One, Borough and Community Fisheries Taxation 1in Addition to Alaska
State Fisheries Business Tax. Appendix Table One is an expanded version of
Table One which lists all the communities who have processors in the state
and who could potentially collect a raw fish tax. This taxation approach has
been primarily implemented in Southwest Alaska where the volume of the raw
fish is large. A few communities, Sitka, in particular, are considering it
in Southeast Alaska. Many of the Southeast communities and the larger
Southcentral and Southwest communities collect a property tax. Only 7 of the
56 communities who receive the shared revenues from Alaska State collected
Fisheries Business Tax, collect additional raw fish taxes.

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

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



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

Table One
Borough and Ctanrnunity Fisheries Taxation in Addition to Alaska State
Fisheries Business Tax

Communities and Boroughs Municipal Fish Tax I_ocadures & Verification
Aleutians East Borough 2% Sale Use Raw Fish No Policy Established Yet
Bristol Bay Borough 3% Raw Fish Monthly reports from

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

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

Clark®s Point 3% Raw Fish

King Cove 2% Raw Fish Quarterly report.

Voluntary compliance with
an onshore processor.

Sandpoint 2% Sales & Fish Use

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

Source: Telephone Interviews with Municipal Officer February 1988.



Appendix Table One.

Communities
and Boroughs
w/Processors

BOROUGHS

Anchorage Municipality

Juneau

Sitka

Aleutians East
Bristol Bay

North Star

Haines

Kenai Peninsula
Ketchikan Gateway
Kodiak Island
Matanuska-Susitna
COMMUNITIES
Akutan

Aniak

Anvik

Bethel

Chignik

# Processors

29

30

25

41

11

24

10

Received Fisheries
Business Tax from
State

yes

yes

yes

no

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

yes

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

Additional Municipal Verification
Sales Taxes on Raw Fish

in 1988

no

no

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

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

no

no

no unless sold directly to
public then sales tax applies
no

no

no

.5% raw fish not able to verify
quarterly reports

no
no
5%

no



Table One continued. Page 2

Communities # Processors Received Fisheries Additional Municipal Verification

and Boroughs in 1987 Business Tax from Sales Taxes on Raw Fish

w/Processors State in 1986 in 1988

Clark™s Point 2 yes 3% raw fish

Cordova 18 yes no

Cordova 18 yes specifically exempts fish taxes

Craig 1 no no but will if some kind of landing fee isn"t imposed

Dillingham 7 yes no

Emmonak 1 yes considered it for future

Fairbanks 1 yes no

Fortuna Ledge 1 yes no

Galena 2 yes no

Haines 11 yes no

Homer 8 yes no

Hoonah 3 yes no

Hydaburg 1 yes no

Kake 2 yes no

Kaltag 1 yes no

Kenai 11 yes no

Ketchikan 37 yes no

King Cove 2 yes 2% raw fish voluntary compliance onshore
no compliance offshore

Klawock 2 yes no

Kodiak 27 yes no



Page 3

Table One continued.

Communities # Processors Received Fisheries Additional Municipal Verification
and Boroughs in 1987 Business Tax from Sales Taxes on Raw Fish

w/Processors State in 1986 in 1988

Mountain Village 2 yes uk

Pelican 3 yes no

Petersburg 19 yes no

Port Alexander 2 yes no

Port Heiden 2 yes no

Saint George 1 yes no

Saint Marys 2 yes 3%

Sand Point 3 yes 2% sales and fish use

Selawik 1 yes 3%

Seldovia 1 yes 4%

Seward 10 yes 3%

Soldotna 2 yes 3%

Tenakee Springs 2 yes 1%

Togiak 3 no 2%

Unalakleet 1 yes no

Unalaska 12 yes 1% raw fish By random audit

monthly reports
Valdez 11 yes no



Table One continued.

Communities # Processors
and Boroughs 1987
w/Processors

Whittier 9
Wrangell 21
Yakutat 7

Sources: Telephone Interviews of Municipal

Received Fisheries
Business Tax from
State in 1986

yes

yes

yes

Additional Municipal Verification
Sales Taxes on Raw Fish

no

no

no

Officals by Senate Advisory Council February 1988, Alaska

Municipal Officials Directory, Alaska Department of Environmental Conservation Processors List

Page 4



ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
1 KING COVE Vi SAND POINT R AKUTAN B COLD BAY R FALSE PASS B NELSON LAGOON

February 29, 1988
Senator Arliss Sturgulewski

P.0O. Box V
Juneau, Alaska 99811

RE: SB-385 - Confidentiality Bill

uear Senator sturgulewski:

Just a short note to say that the Aleutians East Borough

supports the Senate Bill 385. It will help close loop-holes
in current State lavw/ while insuring a taxation policy which
treats all entities equally. The bill is v/ell overdue and
will help alleviate a number of problems v/hich communities
T== o -——""ears as the fishing industry evolves and
P.0.BOX 349 [P0 BOX 37
SAND POINT. ALASKA 99661 KING COVE, ALASKA 99612

(907)383-269
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ARLISS STURGULEWSKI, Chairman
TIM KELLY, Vice Chairman

RICK HALFORD

MIKESZYMANSKI

FREDZHAROFF

Senate

Community antr Regional &ffa(rf Committee

SCHEDULE

Tuesday, February 16, 1988

HB 93 - "An Act establishing six recreation rivers; and
providing for an effective date."

HCR 33 - "Relating to annexations recommended by the Local
Boundary Commission."

Executive Order 69 - Reassigning the functions of the division of
housing assistance to the Department of Community and Regional
Affairs.

Presentation by the Department of Community and Regional Affairs
on its Regional Government Study.

Thursday, February 18, 1988

SB 303 - "An Act relating to additions to the Marine Park

system."

SB 385 - "An Act relating to fisheries tax returns; aid providing ,
M b s cCPr 4ss>stn

All meetings in the ratrlovich Room, wbf30pm - 5:00 pm

Do W



i SENATE COIIVIQMTEE HRPORT

FIRST COMMITTEE OF REFERRAL
Date of M 1 K 5-DAY NOTICE
IN ACCORDANCE! WIJrH UNIFORM RULE 23

FURTHER: Resources
**EISCAL NOTE(S) ATTACHE% Finance
IN ACCORDANCE WITH AS 24 -0~.035
(see below)

2/ 2/88 DATE TURNED INTO OFFICE_ T J 1 e m
Mr. President:

C&RA Committee considered SB 385

fisheries tax returns; efd

and recommended:
[ 1 replace with CS [1 same title
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TO: Senate Community and Regional Affairs Committee Members

FROM: Senate C&RA Staffju/i

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

SB 385 would allow the Department of Revenue to share
confidential 1information regarding raw fish tax with
municipalities under certain circumstances.

Senator Zharoff will be at the committee to explain thebill as
will representatives of the Department of Revenue. The
Department of Revenue supports the bill. A fiscal note andgood
analysis from the department is in the packet.

Also included in the packet is a memo and sectional analysis from
Senator Zharoff, a letter and resolution in support from the
Alaska Municipal League, a letter and resolution of support from
the Southwest Alaska Municipal Conference, and a copy of the
existing relevant statutes.
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ANALYSIS OF SB 385

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

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

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

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

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

municipalities.

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

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

TO: Senator Arliss Sturgulewski
Chair
Senate Community and Regional .1(ffairs

FROM: Senator Fred F. ZharofATA"AAN
vy
DATE: February 3, 1988
RE: Senate Bill 385 - "An Act relating

providing for an effective date."”

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

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

fish taxes.

SB 385 was introduced in response to local government complaints there was no
way to independently check and confirm that the 1local governments have
received all the fish tax funds they are entitled to receive. Under 43.75.130
(Refund to local governments), the state provides the municipalities with 50
percent of the state fish taxes collected from fish processed within municipal
boundaries. The funds are distributed in lump sum payments. The
municipalities, however, cannot find out which fisheries businesses this
revenue came from and if it, 1in fact, 1includes every business that actually
processed fish within its boundaries. This 1is particularly critical in the
cise of mobile floating processing vessels, which frequently move 1in and out
of municipal boundaries.

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

The bill would be of benefit to the Department ofRevenue, in that the
municipalities would be in a position to assist the department 1in enforcing
the fish tax statutes.

Background information for SB 385 is attached, as follows:

1. Sectional analysis.



Memo to Sen.

Sturgulewski - page 2

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

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

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

Fisheries Tax statutes.
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SECTIONAL ANALYSIS

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

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

() Allows the Department of Revenue, upon written request, to
furnish a mayor, manager, or administrator with a list of all
the fisheries businesses that have filed tax returns 1in which
they listed the municipality as a location where they processed
fish. This would allow a municipality to check its records
against state records to determine if it collected taxes from
all the processors that processed fish within its boundaries.
This provision would be particularly helpful to municipalities
in keeping track of mobile floating processors. In addition,
municipalities would be able to inform the department about
floating processors they know operated within their boundaries,
but for which the department has no record.

(b) Requires the department - upon written request by the mayor,
manager, or administrator of a municipality - to verify from
its records the amount of fisheries tax levied or collected by
the municipality. If the amounts are not substantially the
same, the mayor, manager, or administrator can inspect or
obtain copies of the tax returns in question in order to use
them for the purpose of tax collection only. The department
does not need to provide this information wunless it is
satisfied the municipality provides adequate safeguards to
protect the confidentiality of the tax returns. "Substantially
the same" 1is defined as the amounts (values) being "equal or
the variance between them does not exceed one percent of the
greater value."

SECTION 2
APPLICABILITY.

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



SB 385 sectional analysis - page 2

the
from

SECTION 3

time ar.d expense of researching
its old tax return files.

Immediate effective date.

requests for

information



MUNICIPAL

TELEPHONE
105 MUNICIPAL WAY, SUITE 301
(307) 966-1325 JUNEAU, ALASKA 99801
MEMORANDUM
TO: Senator Arliss Sturgulewski, Chair

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

SUBJECT: SB 385 - Fisheries Tax Returns

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

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

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

The AML strongly supports SB 385.

Thank you.

SAB:phi

Enclosure

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



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-8

A RESOLUTION CONCERNING RAW FISH TAX COLLECTIONS.

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

and

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

WHEREAS, the municipalities would provide considerable 1infor—
mation and assistance to the Department of Revenue if given the

opportunity, and

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

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

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

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

collections;

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

Adopted this 13th day of November i<?n7

PEPTAY - @

ScotnnC. Burgess, Execmsive Director

39 -



1> SOUTHWEST ALASKA
/7 MUNICIPAL CONFERENCE

Box 89 ® Unalaska <+ Alaska 99685

April 13, 1987

Carl Ohs

c/o Senator Fred Zharoff
Senate District N

Pouch V

Juneau, Ak. 99801

Dear Carl,
Thank you for meeting with Wayne, Lamar and |1 lastweek onissues of
concern for the Southwest Municipal Conference. Youasked thatl send

you a summary of the main points.

You will recall that our discussion focused on four themes.

1. Fish Tax

2. Confidentiality

3. Monitoring

4. Observer Program
Fish Tax

At the annual spring meeting in Dillingham, the Southwest Municipal
Conference delegates resolved to work with legislators to develop a
fish tax program that structurally benefits municipally-located
processors regardless of fishery. Delegates cite*., ’.he 1importance of
shore-based and near shore-based plants for local economies.
Specifically, delegates proposed the following tiered structure.

Onshore ProCessSOrS . ...t e iiciaae aeeaaa 3/
Floating Processors Within Municipal Boundaries....... 57.
Processors Outside of Municipal Boundaries............ 87

The Conference asks that this tax policy be managed to allow
municipalities to retain the same percentage they presently receive in
shared taxes for operations within municipal boundaries. The State will
receive an increase in revenues from higher tax rates on processors
operating outside municipal boundaries.

Our goal is to have legislatioi”™.introduced this Session that addresses
the above-listed structure, Research could analyze the legisla-
tion during the interim. Modified to reflect their recommendations we
would work toward passing a bill next Session.

Phone (907) 581 -1251, 58:1-1357
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Confidentiality

Many municipal officials complain about the veil of secrecy surrounding
fish processing records. Lacking access to these records, municipali-
ties cannot verify processors®™ production records. It would be iIn the
State”s iInterest to share these records with municipalities so that ve
can assist the State in its collection of unreported/underreported
taxes. Local officials repeatedly testified to the discrepancies in
collections within their jurisdictions.

Some argue that if municipalities had access to records it would
jeopardize the competitive edge that Bome processors enjoy. As munici-
pal officials we frequently handle issues sensitive 1iIn nature. Our
public®s trust hinges on ensuring the confidentiality of these Iissues
and records. We do not foresee a danger to any Ffirm"s records being

made public.
The Southwest Municipal Conference 1Is requesting your assistance to:

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

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

Fund adequate Alaska Department of Fish and Game staff posi-
tions to analyze fish tickets in a timely manner for all
species. This [link 1In the system is essential to ensure
accurate accounting of the raw fish tax.

Monitoring

Southwestern communities fear that bottomfish resources could be devas-
tated through lack of proper data analysis, monitoring and observation.
Although many of the management aspects of this industry are federal,
the State must work with the Federal government so that the future of
pollock and cod 1is not negotiated for concessions in other
international trading issues. We understand that millions of dollars
may potentially go uncollected. This figure is the difference between
what Fish and Game estimates is actually processed and what Revenue
repors 1is collected.

Observer Program

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

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



2. The State approach private and public bodies to assist 1In
funding this program for the future. This includes supporting
fishermen®s efforts to form a non-profit-organization that
can contribute funds for an observer program by using State
taxing authority to collect assessments on Tfishermen.

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

observer program.

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

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

legal, affordable program.

IT you would Ulike further information on the Southwest Municipal
Conference or our position on various issues call President Paul Fuhs
at 581-1357, I may be reached at 640 W. 36th Ave., #4, Anchorage 99503
or 562-1400.

Sincer ,
&/{:A—ll?t' W/ \

tJohn Levy
Executive Dgre?tor

cc: Southwest Municipal Conference Executive Officers
Rep. CIliff Davidson
Rep. Adelheid Herrmann



SOUTHWEST ALASKA
MUNICIPAL CONFERENCE

Box 89 e« Unalaska <« Alaska 99685

RESOLUTION 37-06

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

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

Alaska* and

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

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

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

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

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

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

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

1. Authorize the Department of Revenue to share the
confidential information of fish tax collected per
processor to be treated as confidential 1information
exempt from public disclosure by the local munici—
pal ities.

Phone (907) 581-1251, 581-1357



Southwest Alaska Municipal Conference
Resolution 87-06
Page two

2. Require the Department of Revenue to work coopera-—
tively with local municipalities in verification
and collection of raw fish tax 1including the option
for a local municipality to assume the collection
duties within their municipal boundaries and retain
a reasonable administrative fee to cover the cost
of collection.

3. Fund adequate staff positions within the
Department of Fish and Game to properly manage
the information provided on the fish tickets for
all. species in a timely manner to allow
verification and quality information to the
municipalities and an accurate accounting for the
raw Ffish tax.

APPROVED AND ADOPTED this day of
1987.



NOTES TO DECISIONS

L. GENERAL CONSIDERATION.
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Chapter 75. Fisheries Taxes.
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Article 1 Taxes and Licenses.
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{ 4370010 Aialka Statutes SuUI'I'LKIMKNT S «1370.01(1 t 4275012 Hkvkniw anii Taxation . 9 43.75.032
Sec, 43.70.010. Fisheries business tux. (n) A person engaged in u (hy  Contributions accepted for endowment purposes ure not eligible

fisheries business is liable for and shall pay the tax levied by this
section on the value of each of the following fisheries resources pro-
cessed during the year at the rate set out ofter each:

(D) salmon canned nt a shore-bused fisheries business — four and
one-half percent; o .

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

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

(b) Instead of the taxes levied by (a) of this section, a person who
processes a developing commercial fish species is liable for and shall
pay a tax equal to . o
(1) one percent of the value of the developing commercial fish spe-
cies processed by a shore-based fisheries business during the year; and

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

(©) A person engaﬁmg or attempting to engage in a fisheries busi-
ness who first actually and ph¥_5|cally processes the fishery resource,
or a person who purchases a Tishery resource that is frozen from a
person excluded by AS 43.75.017 from liubility for the tax, is liable for
and shall pay to the department the entire tax imposed by this section.
In determining this tax liability, the person may deduct from the
value of the fishery resources processed the value of fishery resources
that are canned of processed for other fisheries businesses. A person
taking the deduction authorized by this subsection shall report all
information relating to the deduction in accordance with regulations
issued by the department. (§ 3eh 79SLA 1979; am §§ 5,6 ch 117 SLA
1981; am § 1ch 79 SLA 1986)

SR TS kg o b

Sec. 43.75.018. Fisheries business educution credit, (3) A per-
son engaged in a fisheries business is allowed ps a credit against the
tax due under this chapter 50 percent of cosh contributions accepted
for direct instruction, research, and educational support purposes, in-
cluding library and museum acquisitions', by on accredited, nonprofit,
public or private, Alaska, two- or four-year, coIIege or university. The
credit may not exceed the lesser of 10 percent ofthe amount of tax due
under this chapter or $100,000. A contribution claimed as a credit
under this section may not be claimed os o credit under unother provi-
sion of this title.

for tho credit under (a) of this section.

(c) By September 30 of each year, the Department of Revenue shall
reEort fo tho Legislative Budget und Audit Committco on the credits
taken under this section. Each public college and university shall
includu in its annual operating budget request contributions received
and how the contributions were used. (5 7 ch 58 SLA 1987)

refaass. — For of EIGJA 197 of Ip Terporary and Jeciel
n .
%ﬁ%mgmg],

See. 43.75.032. Fisheries husiness tux credits IEffectivc until
January 1,1992], (u? A fisheries business is entitled to a creditof not
more than 50 percent of tho husiness tax liability under AS 43.75.015
for capital expenditures made during the tax year thnt (1) increase
product diversity, or production efficiency and c.apamte/, or improve
product quality, at u shore-based fisheries business facility in the
stole, or (2) contribute to the development of a cooperative senfood
industrial park in the tute, ifan a%pllcat[on for the credit is approved
by the department in advance of the capital expenditure. A fisheries
business may claim a credit under this subsection for a maximum
period of thrée consecutive ycurs. An applicant for the credit may elect
to begin the thrcc-ycar period with any tax year from 1987 through
1989. A tax credit under this subsection' may not he approved for more
than 50 percent of a capital expenditure, plus any increase required
under %b? of this section. , . ,
The amount of a credit under (u) of this suction for a capital
expenditure involving a shore-based fisheries business facility or coop-
erative seafood industrial park located or to he located in a municipal-
ity shall he incrcuscd b¥/ the_amount by which the municipality’s
fisheries business tax refund is reduced under AS 43.75.130(c). The
total amount of a credit increase under this subsection during a three-
year period may not exceed 25 percent of the amount of the capital
expenditure. ) ] S )

Ec) The portion of a capital expenditure that is eligible for a credit
under this section hut is claimed during u single tax year may not be
carried hack to a prior tax year but is available for thé compufation as
a credit under this section for a subsequent tax year within the three-
year period elected under (a) of this section. = )

d) Within 10 days after submitting an application for a credit un-
der (a) of this section the applicant shall send a copy of the application
to the municipality, ifany, in which the shore-based fisheries business
facility or cooperative seafood industrial park for which the expendi-
ture is to he mude is iocutcd or is to be located. .

(e) A fisheries business is entitled to a credit of not more than five
percent of the business tax liubility under AS 43.75.015 for contribu-
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tions mode during llie tax year to the A. W. ""Winn"* Urindlo rnoniurinl
scholarship account (AS 2.d3.2.r). A fisheries business may claim a
credit under this subsection Tor the 1987 tux year and subsequent tax
years. A tax credit under Ibis subsection may not be npproved Tor
more thun 100 percent of u scholarship contribution.

(0 The total tax credits thnt may he cluimed under this section for a
tax year for cupitul expenditures und scholarship contributions com-
bined may not exceed 50 percent of the taxpayer business tax liabil-
ity undet AS -1375015 for that tax year.
ir(g) The department may not approve a tax credit under thia section

(1) the property tor which the capital expenditure wus made was
the subject of u previous capital expendit'j-e by another taxpayer for
Whorgd a corresponding tax credit unde” this section has been ap-
proved:

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

(3) the fisheries business claiming the credit is in arrears in the
payment of a fisheries business tax under AS -13.75.015; for purposes
of this paragraph, a taxpayer is not in arrears if the payment is under
administrative or judicial appeal.

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

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

(i) In this section

(2) “cooperative has the meaning given in AS 10.15.595.

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

Ia‘araea.
BT,
508 atreh e lill %Sa’ ep:{-:%%&
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See. -137503-1 Tux credit report lltcpcalcd effcctlvo Febru-
ary 15, 1992). Not later than the 15th legislative day of each regular
Icgiidutivu session the Department of Revenue, in cor\junction with
the Department of Commerce and Economic Development, ahull Bub-
mit to the legislature a report on the fisheries business tax credit
program under AS -13.75032. Tho report shall describe the expendi-
tures for which a credit was upproved during the previous tax year
and, if possible, the incrcusc in employment and processing capacity
by the fisheries businesses for which the credit was approved. (5 2 ch
79 SLA 1986, r 58 ch 79 SLA 1986)

SRR S e
Frnay5 2

Article 3. Gor.erul Provisions.

St ol
.

Sec. -1375130. Refund to local governments, (a) Except as pro-
vided in_(d) of this section, the commissioner of revenue shall pay

( ch unified municinality and to each city located in the unor-
ganj rough, 50 percent of the amount of tax revenue collected in
the ipality from taxes levied under this chapter,

ch city located within a borough, 25 percent of the amount
of t enue collected in the city from taxes levied under this chap-
ter; and

(3) to cacli borough
(A) 50 percent of the umount of tax revenue collected in the area of

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

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

(b) For purposes of this section, tax revenue collected under AS
-1375.015 from n person entitled to a credit under AS -1375.032 shall
he calculated as if the person's tax had been collected without apply-
ing the credit.

?c) [Repealed effective January 1, 1992) Within 60 days after a
credit is approved under AS -1375032 for n capital expenditure in-
volving a shore-based fisheries business facility or cooperative seafood
industrial park located or to be located in a municipality, the munici-
pality may adopt an orJinnnce directing the department to reduce the
municipalitys refund under this section over a period of not more
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than three years by mi amuunt nut exceeding 25 percent nr the capita!
expenditure.

Notwithstanding the previsions of iuii2> und lu)I3llii) or this

lection, the commissioner shall pay

(1) toeach city that is located in a borough incorporated utter June
16,1987 the following percentages or the tax revenue collected in the
city from taxes levied under this chapter:

(A) 15 percent of the tuxes collected during the calendar year in
which the borough is incorporated;

(B) 40 percent or'.he taxes collected during the first calendur yenr
after the calendar year in which the borough is incorporated;

(C) 35 percent ot the taxes collected during the second calendar
year after the calendur year in which the borough is incorporated; and

(@) 30 percent or the taxes collected during the third calendar year
after the calendur year in which the borough is incorporated; and

(2 to each borough that is incorporated after June 16, 1987 tho
rollowing percentages of the tax revenue collected in the cities located
within the borough from taxes levied under this chapter:

(A) 5 percent of the taxes collected during tho calendar year in
which the borough is incorporated,

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

C) 15 percent of the taxes collected during the second calendar
year after the calendar year in which the borough is incorporated; and

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

(&  Notwithstanding the provisions of (d) of this section, a city may

adopt an ordinance to transfer a portion of the funds received under
(d)(2) of this section to the borough in which the city is located.
(0 In this section, "'tax revenue collected" includes the amount cred-
ited a%alnst taxes under AS 43.75.018. (86 ch 155 SLA 1962, am &75
ch69SLA 1970, am §10ch 218 SLA 1976, am 811 ch 79 SLA 1979;
am5 10ch 117 SLA 1981; am &73 ch 74 SLA 1985, am &4,7 ch 79
SLA 1986, am § 8 ch 58 SLA 1987, am SS 1, 2 ch 80 SLA 1987)

43.75.140 Ukvkniib anu Taxation S 4 .io.hu

Hue, 43.75.140. Definitions. In IitiH chupter

(1) IHcpculed affective Juniwry |, 1902J “capital expenditures
includes the price paid far equipment und the coat of improvements
made tu depreciable properly, but does not include expenditures thnt
ure deducted entirely for federal income tax purposes in the year in
whic’i they accrued or were puid; in this paragraph, “‘equipment’ und
"'depreciable property”” have the meaning given in regulations adopted
by the commissioner of commerce und economic development;

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

(3) "developing comtnercinl fish species' means those species of fish
und shellfish annually designated by the commissioner of fish and
game under AS 16.05.050(11);

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

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

(6) "floating fisheries business™ means a fisheries business which is
not a shore-based fisheries business; the term includes, but is not
limited to, a shore-based fisheries business as defined in (91(B) of this
section when it is removed from the state,

(7) (Repealed effective January 1, 1992] “product diversity"
means the processing of nontraditional fish or other seafood species or
products;

(8) [Repeuled effective January 1,19921 *product quality"* means
the handling of fish or other seafood species or products in order to
increase product sales or vulue.

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

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

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

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

(12) "value™ means the actual price paid for the fisheries resource
hy (he fisheries business, including indirect consideration such as
fuel, supplies, or guar, whether paid at the lime of purchase of the
fisheries resource or tendered as a deferred or delayed payment, ex-
cept that *'value™ means the market value of the fishery resource if the
taking of the fishery resource is done in company-owned or company-
subsidized boats operated by employees of the fisheries business or in

bouts which are operated under lease or other urrangemenl. (83 ch 79
SLA 1979; am S 46 ch 94 SLA 1980; urn &46 ch 113 SLA 1980; am
811, 12 ch 117 SLA 1981; am S55. 7 ch 79 SLA 1986)
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Chapter 76. Salmon Enhancement Act.

et s ertercerent 2 lletion of b o cigsition of
]]_T&pamtsalrma‘rmﬂm

See. 43.76.010. Three percent salmon enhancement tnx. () A
person holding a limited entry permit under AS 16.43 shall pay a
salmon enhancement tax at the rate of three percent of the value of
salmon, as defined in AS 43.7f>" '0, that the person removes from the
state or transfers to a buyer rthe state. The buyer shall collect the
salmon enhancement tax at the time the salmon is acquired by the
buyer.

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

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

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

(3) if the qualified regional association approves the three percent
salmon enhancement tax under AS 43.76.015. (82 ch 154 SLA 1980;
am 8§13 ch 117 SLA 1981)

BRI g

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

Uyer. |

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

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

(2) if there exists in that region an association determined by the
commissioner of fish and game to be a qualified regional association
under AS 16.10 380; and

8 43.76.025 Revenue and Taxation § 4376.030

(3) if the qualified regional association approves the two percent
salmon enhancement tax under AS 43.76.015. (8 2 ch 154 SLA 1980;
urn 8 14 ch 117 SLA 1981)

Editor's rote. — Thissotin ot rel refaete Bavel f scimr*gin-
Qi ive o rEOBCEAdETE N T 1L

Sec. 43.76.025. Jnllcction of tax und disposition or proceeds,
(@) A buyer who acquires fisheries resources which are subject to the
salmon enhancement tax imposed by AS 43.76.010 or 43.76.011 shall
collect the salmon enhancement tax at the time of purchase, and shall
remit the total salmon enhancement tax collected during each month
to the Department of Revenue by the last day of the next month.

(b) A buyer who collects the salmon enhancement tax shall

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

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

(c) The salmon enhancement tax collected under AS 43.76.010 —
43.76.030 shnll be deposited in the general fund. The legislature may
make appropriations based on this revenue to the Department of Com-
merce and Economic Development for the purpose of providing financ-

ing for qualified regional associations. The legislature may base an
appropriation for a qualified regional association operating within a
region designated under AS 16.10.375 on the value of the fisheries
resources caught in that region rather than the value of the fisheries
resources sold in that region if those values differ. (82 ch 154 SLA
1980; am 83 16, 17 ch 117 SLA 1981)

Editor™s rotes. — This sotin Bst n.in_refaracebacause ufsdliin reagi.
atdonebdhktadee nterg- |

Sec. 43.76.030. Accounting of financing received us u result of
the salmon enhancement tax.

s rotes. — Fn o a8 AS
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(4) "Person” includes an individual, firm, partnership, joint
adventure, association, corporation, estate trust, business trust,
receiver, or any group or combination acting as a unit. (8 2 ch 43 SLA

1949; am 8 1ch 172 SLA 1957)

Opinions of attorney general, —
Although the Pribilof Islands constitute a
special reservation, within the meaning of
the Buck Act, 4 USC 105-110, the oper-
ations of businesses, including performing
contractors”work for the federal govern-
ment, are not exempt from state taxation.
1059 Op. Atty Gen., No. 22.

Merc contracts between private persons
or corporations and the United States do
not necessarily render the former essential
governmental agencies and confer upon
them freedom from stale taxation. 1959
Op. Att'y Gen., No. 22.

The principle of immunity from state
and local taxation is generally based upon
the direct ownership or use and control of
the property by the United States, and
does not extend to the business, property,
or income of contractors who aie doing
work lor the federal government for the
purpose of gain. 1959 Op. Att'v Gen., No.
22.

Persons receiving in excess of S1500
gross per year from the supplying of part of
their home to others and who claim busi-
ness deductions on their Alaska income
tax return for that same part of their home
are required to obtain an Alaskn business
license. 1960 Op. Att'y Gen., No. 20.

When an individual claims that part of
his property is business property for
income tax purposes, that same part of his
property doe; not come within the
meaning of the words "personal home™ in

1and 15 of the business license regu-
lations. 1960 Op. Att'y Gen., No. 20.

NOTES TO

Intent to tax all business propor-
tionately. — It is apparent that the leg-
islature intended to discard license taxes
on specifically enumerated businesses nnd
to tax all businesses proportionately.
Territory of Alaskn v. Journal Printing
Co,, 15 Alaska 676, 185 F. Supp. 169 (I).
Alaska 1955).

Newspapers are within purview of
chapter. — The inclusion of newspapers,
along with other businesses, is within the
purview of this chapter. Territory of
Alaskn v. Journal Printing Co., 15 Alaska
676, 135 F. Supp. 169 'D. Alaska 1955'.

An individual may not claim a reduction
of state income tax on the grounds that
part of his home is business property and
then escape the state business license tax
on the basis that |he same part of his home
is not a business property but his personal
home. 1960 Op. Att'y Gen.. No. 20.

Rents received by religious corporations
are not exempted from the Alaska busi-
ness license tax. 1960 Op. Att'v Gen.. No.
25.

Where most of the business activities of
a company took place in Missouri, it being
very difficult to directly allocate that por-
tion of the company's profits or income
which was derived from its Alaska oper-
ations, the company carried on enough
activities in Alaska to become subject to
stale taxation and these activities could be
taxed on an indirect allocation formula.
1959 Op. Att'y Gen., No. 22.

The definition oPgrnss receipts” in this
section indicnles a clear legislative intent
that, for the purposes of the act. gross
receipts should include all of the
taxpayer's receipts within the stale,
whether in the form of money or other
valuable considerations. 1961 Op. Atty
Gen., No. 8.

Oil companies may not deduct from
their gross receipts federal or Alaska
motor fuel excise taxes paid or collected on
oil products sold for purposes of
calculating taxable gross receipts under
the Alaska Business License Act. 1961 Op.
Atty Gen.. No. 8.

DECISIONS

Newspapers and the business of
newspaper publishing are not made
exempt from the ordinary forms of taxa-
tion for the support of local government by
the provisions of the 1st and 14th amend-
ments to the United States Constitution.
Territory of Alnska v. Journal Printing
Co.. 15 Alaska 676, 135 F. Supp. 169 (D.
Alaska 1955).

Definitions found in AS 21 are not
controlling as to paragraph (1) of this sec-
tion, because of the different purposes of
each. Northern Adjusters, Inc. v, Depart-
ment of Revenue. Sup. Ct. Op. No. 2332

8 43.70.120 Revenue and Taxation 8 43.70.120

(File No. 5128), 627 P.2d 205 (1981).

The purpose of excluding "insur-
ance businesses' from the coverage of
AS 43.70.030(a) by virtue of the definition
in paragraph (1) is apparently to avoid
taxing these businesses twice, since
insurers are subject to n premiums tax
imposed by AS 21.09.210. Northern
Adjusters, Inc, v. Department of Revenue,
Sup. Ct. Op. No. 2332 (File No. 5128), 627
P.2d 205 (1981).

The term "insurance businesses"
does not include adjusters. Northern

Adjusters, Inc. v. Department of Revenue,
Sup. Ct. Op. No. 2332 (File No. 5128), 627
P.2d 205 (1981).

Because adjusters are not “insurers”
subject to the premiums tax, they should
not be viewed as "insurance businesses"
exempt from the general license tax.
Northern Adjusters, Inc. v. Department of
Revenue, Sup. Ct. Op. No. 2332 (File No.
5128), 627 P.2d 205 (1981).

Applied in Ketchikan Spruce Mills v.
Dewev. 17 Alaska 336 (1957

Sec. 43.70.120. Short title. This chapter may he cited as the Alaska
Business License Act. (8 1 ch 43 SLA 1949)

Chapter 75. Fisheries Taxes.

1 Taxes nnd Licenses (8843.75.010 — 43.75.055'
2. Taking of Fisheries Products Which Are Sold Outside Taxing Jurisdiction

Article

(81 43.75.100 — 43.75.120)

3. General Provisions (SS 43.75.130 — 43.75.140)

Opinions of nttorney general. — A
native business enterprise incorporated
under the Indian Reorganization Act of
1934, 48 Stat. 987, 25 U.S.C.A. S476 el
seq., whether it be a cooperative store or a
cannery, doing business outside of an
Indian reservation is subject to the Alaska
Business License Act, AS 43.70, and this

NOTES TO

Cited in Northern Adjusters. Inc. v.
Department of Revenue, Sup. Ct. Op. No.

chapter, even though those businesses
may be operated by Alaska Natives who
have incorporated under the Indian
Reorganization Act of 1934. Conversely,
such native business enterprises doing
business within a reservation are not sub-
ject to these slate taxes. 1978 Op. Atty
Gen.. No. 16.

DECISIONS

2332 (File No. 5128), 627 P.2d 205 (1981).

Article 1. Taxes and Licenses.

Section

11. Fisheries business license

15. Fisheries business tax

17. Exclusion from fisheries business

tax

Section

20. Application for license

30. Filing return and payment of lax
55. Security for collection of (axes



