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serve public" ordinance has no enforcement in it, and this should
be changed.

The minority recommends that an ordinance be adopted
authorizing the Transportation Inspector to suspend a chauffeur's
license after three citations for refusal to supply taxicab
services.After one suspension, a further wviolation by the
chauffeur should be grounds for revocation of his chauffeur's
license. Any suspension or revocation could be appealed by the
chauffeur to the Transportation Commission for a hearing, wunder
existing ordinances.

If an individual driver or driver is refusing service
andthereby giving a bad name to other people in the industry
(drivers, permit owners, leaseholders and dispatch companies) who
are fulfilling their duty to serve the public, if is not fair and
it is not good policy to let such drivers continue to operate.

The Task Force Chairman has suggested that any problems
involving refusal to provide service can be remedied by automati-
cally increasing the number of permits, cars, and drivers.
Experience suggests otherwise.

A report (Taxicab Regulation in U.S. Cities, Shaw,
Gilbert, Eishop and Pruitt (University of North Carolina. 1983))
commissioned by the U.S. Department of Transportation studied the
effects of "open-entry"” taxicab permitting in U.S. cities which
had experimented with the "free-market" approach. In a section

addressing "Airport Problems", the study concluded:
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A common, although not universal, open

entry result has been a large increase in
problems at airports. The problems are consis-
tent front city to city: over-charging,
short-haul refusals, and driver behavior. These

problems have been evident at airports at which

the numbers cf taxicabs have greatly increased.

Examples are San Diego, Seattle, Sacramento, and

Phoenix.

It should be noted that each of these cities has, or is in the
process of reregulating entry and reasserting <control on the
number of taxicab permits.

Another study of open entry reached similar <conclu-
sions. The Private Challenge to Public Transportation, Charles
Lave, Editor (Ballinger Press, 1984) <contains a chapter on "the
Taxi in the Urban Transport System", by Sandra Rosenbloom, an

acknowledged national expert in this area. Addressing the

Seattle experiment with deregulation, her study found:

Controls on taxi entry were significantly
relaxed, and operators were allowed to set their
own fares. Over the last three years the number
of cabs has increased 25%, and the number of
independents has more than doubled. But demand

for taxi service has apparently been dropping at
an equal rate (25%), due in part to service
refusal requests on the part of operators and an
aging vehicle fleet (the average of Seattle's
taxis increased 50% between 1979 and 1981).
Most of all, the 25% increase in che number of
cabs did not represent increased city viide
service because most of the cabs were congregat-
ing at the airport.

Taxis were more competitive at the Sea-Tac

Alirport; in 1981 the airport authority felt
compelled to impose a ceiling on fares at the
airport, in the face of increasing complaints
about exorbitant fares. There is currently seme
sentiment for stronger licensing at the airport
and even for a reenactment of city wide entry
controls. The city estimates that it is
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spending more money to enforce the remaining

vehicle restrictions than it did before: this

is ironic since .local officials supported open

entry partly to reduce the administrative costs

of holding frequent rate hearings and of issuing

licenses.

ld., at 189. Similarly, Rosenbloom found that Atlanta’s 1965
ordinance opening entry into the industry resulted in decreased
taxi service in other parts of the city as operators moved to the
airport and major hotels. Complaints about problems at the
airport became severe, and in 1981 entry controls were reestab-
lished. ld. at 189-90.

San Diego adopted a modified form of open entry,
arbitrarily issuing a number of new permits each month (which is
the recommendation of the Task Force majority in Anchorage.) Ms.
Rosenbloom found that this had similarly dismal results as d’d

complete open entry:

As in Seattle, demand apparently dropped
slightly as supply was expanding. This made the

airport situation even more chaotic. Drivers'
waiting time at the airport increased signifi-
cantly. There were more numerous incidents of
drivers refusing short trips and of drivers
refusing to wait in line to try and serve
passengers. Price gouging was rampant through
1981. The airport authority attempted to deal
with the problem by issuing Ilimited permits for
service at the airport, but this was not suc-
cessful. In August, 1983, the city placed a

moratorium on entry permits, and there is seme
local sentiment for re-regulation c¢f the indus-

try.
Id., at 190. Rosenbloom concluded that:

". . . Aspects of free-market competition have

already proven distasteful and problematic:

Tourists and localsalike are wunable to deal

with differential fares, service refusals, and



'<EH7m

the legal and illegal activities of enthusiastic
drivers at the airport.

Id., at 192.

Arbitrarily increasing the number of taxicab permits in

Anchorage is not a cure-all solution to resolving ©perceived
problems at the airport or servi”® refusals generally; in fact it
has only produced more problems. The better approach 1is to make

Anchorage's existing rules work, through sensible enforcement
tools.

D-1. Tabulating Complaints About Taxicab Service.

Although not specifically called for in the Assembly's
Resolution, the minority has a specific recommendation regarding
the City's current wuse (more accurately, non-use) of complaints
about taxicab services by consumers or others. One might assume
that the push for formation of a Task Force to address problems
in the taxicab industry was supported by records demonstrating a
high number of complaints, or ‘increasing number of complaints,
concerning specific problems, e.g., service refusals by drivers,
long waiting time, discourteous drivers, disorganized dispatch
services, artificially circuitous routes, etc. Such records are
maintained, classified as to type, and kept track of in other
cities, according to taxicab studies of such cities.

A member of the Task Force who attempted to obtain such
information from <che Transportation Inspection office learned,
however, that there were no complaint file records to show that

there have been ar.y complaints regarding (l) refusal of service
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or (2) excessive waiting time. The explanation given was that
such records of individual complaints probably exist in individu-
al files, but have not been transferred to the "consumer com-
plaint file" yet.

It was further explained that complaints made to the

Transportation Inspection office about refusal for service are

not recorded unless people are willing to furnish the office with
an actual signed complaint. While this procedure i “nderstand-
able in terms of followup enforcement against the m /idual

refusing service, the fact is that many complainers do not wish
to take the trouble of filing a written complaint, and the bare
fact of their complaint should be recorded and tabulated. In
this manner, the Transportation Inspection office and the Trans-
portation Commission could get a better handle on the frequency
of complaints and thetypes of <complaints being made. The
Chairman of the Transportation Commission, at a meeting of the
Frogram and Policy Committee of the Assembly attended by Task
Force members, recently stated that no consumer complaints had
been brought to the attention of the Transportation Commission.
If an organized complaint file showed that there were
indications of a growing increase in complaints about (l) refusal
of service or (2) excessive waiting time, such information could
be taken into account in periodic Commissi n hearings to deter-
mine whether more taxicab permits should be issued. (See discus-

sion below in Section "I").



Therefore, the minority recommends that the Transporta-
tion Inspection office immediately institute a procedure for
recording all complaints in a separate complaint file; for
classifying and summarizing such complaints in monthly reports
available to the public and provided to the Transportation

Commission; and for annual comparisons to assess whether particu-

lar types of complaints are on the increase or decrease. Analy-
sis of complaints could be an effective tool for directing
corrective action, and consumers complaining about taxicab

services deserve an organized response.

The above recommendation is not intended as a substi-
tute for continuation of the dispatch <company's own internal
procedures for receiving and tabulating complaints.

E. Service to Hotels ana Businesses.

Substantial problems are occurring as a result of
expanded usage of hotel/motel service vans, particularly because
of the Transportation Inspector's view that these are currently
exempt from Municipal transportation regulations. Many of the
hotels and motels offer van transportation services to their
customers. While these services were formerly confined to trips
to and from the airport, they have increasingly expanded into
services traditionally provided by City-regulated taxicabs,
limousines, and vehicles for hire. For example, hotel/motel vans
now frequently transport passengers to and from downtown, grocery
stores, Gary King's and even nightclubs. Drivers and vehicles

are not subject to any of the regulations or licensing
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requirements otherwise imposed by the City on taxicabs, limou-
sines or vehicles for  hire. Transportation Inspector MacAtee
9

says they are not subject to regulation, because they are not
"for hire”. The hotels and motels assert that the vans are not
"for hire" because no separate charge 1is made to the guest for
their use. While an argument could <certainly be made that
hotel/motel guests are "charged" for the van service because the
cost of the service is built into the hotel's or motel's overhead
and therefore its room charge, uncertainties about whether these
vans are subject to ordinances should be cleared up by expressly
including "hotel/motel courtesy vans" in the City’s Title 11
ordinances.

Specifically- hotel/motel service vans should be

explicitly defined as a separate type of transportation service

subject to municipal regulation. Hotel/motel service vans v/ould
be required to limit their services to:
1. Service between the hotel or motel and the
airpor t;
2. Service between the hotel or motel and the

Alaska Railroad terminal;

3. Transportation of athletic teams and
supporting staff between the hotel or motel
and sporting event venues; and

4. Transportation of convention attendees
between the hotel or motel and the conven-
tion site.
Additionally, they would be subject to the relatively minimal
requirements now imposed on "vehicles for hire". As such, they

would need to <carry a two-way communication system by which
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contact can be maintained with the business office of the van,

under Ordinance 11.20.330. Curbside and immediate service would
be prohibited, under 11.20.340. Insurance would be required, in
the amounts prescribed by Ordinance 11.20.360. A chauffeur’s

license would be required for the operator under 11.30.010,
subjecting hotel/motel van operators to the same limited require-
ments as drivers of taxicabs and limousines. A non-transfer able
hotel/motel courtesy van permit would be issued.

Some .iutel/motel operators have objected to this,
asserting that it represents an effort to regulate the hotel and
motel business. This is not the case. Because the hotels and
motels have gradually expanded the function of their courtesy
vans to perform broader transportation functions in Anchorage, it
is fair to impose the same regulations, designed for protection
of the consumer, upon hotel/motel vans as is imposed upon other
deliverers of such service.

The reality is thi-- the hotel/motel courtesy vans have
moved into direct competition with some of the business of the
regulated Anchorage taxicab and limousine operators. By offering
"free" services, the hotels and motels deprive local Anchorage
industries of traditional revenues from tourists or out-of-town
visitors. A high percentage of the amounts paid by such custom-
ers for taxicab or limousine service is recirculated in the
Anchorage economy, while a large portion of hotel/motel revenues
and profits appear to go Outside. There is no reason to build in
an artificial exemption from licensing, safety and insurance
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requirements for hotel/motel courtesy van service when it goes
beyond its traditional/ limited function.

F. Vehicle Inspections, Safety and Appearance.

Because of problems v/ith multiple wvehicle inspection
stations (service stations contracted by the Transportation
Inspector), the minority recommends that the City experiment with
utilizing only a single inspection station, which would be
required to afford service every day, with hours from 8:00 a.m.
to 6:00 p.m. A one-year sunset clause on this ordinance should
be provided, to review its effectiveness.

With respect to <citations related to vehicle inspec-
tions, this should remain limited to the criteria now set forth
in Anchorage Ordinance 11.10.004. If a vehicle inspection finds
a violation, the driver or vehicle owner should be allowed to
appeal this finding to the Transportation Inspector, and further

appeal his decision to the Anchorage Transportation Commission.

G. Drivers* Age and Insurance Needs.
Most liability insurance carriers refuse to provide
coverage unless the driver is at least 25 years old. This may

raise issues of age discrimination, which should be addressed by
the Alaska Commissioner of Insurance or the State Human Rights
Commission. However, it does not appear to be something which
Municipal regulation can affect.
H. Compressed Natural Gas Taxis; Clean Air Concerns.
The Municipality and the taxicab industry should always
be looking at developing technologies which might contribute to
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clean air in Anchorage, including CNG vehicles and electric cars
(which are mandated for phase-in during the next decade wunder

current federal law.)

Elements of the taxicab industry, including dispatch
companies, permit owners, and drivers, have indicated a willing-
ness to explore the feasibility of operating a CNG taxi, e.g.,

use of a one-year test operation of a CNG vehicle to determine
what drawbacks, if any, are involved in its operation as a
taxicab.

I . Taxicab Permit System.

The Task Force majority, including the Chai man,
proceeded as though modification of the taxicab permit system was
the main purpose for which the Task Force was appointed; in fact,
the Chairman told one of the Task Force members that this was the
"only reason we're here". The minority felt that the permit
system was only a part of the overall system which needed to be

examined for possible correction.

The basic assumption of the Chairman, and some members

of themajority, 1is that there are not enough taxicab permits in
Anchorage. The Task Force held no formal hearing to get public
input on this question, although, in an unorganized fashion, it

did hear from a few drivers, who felt that more permits would
jeopardize each driver's ability to earn a decent living. There
is independent information to support the drivers' concern,
though this information was not presented to nor examined by the
Task Force. An informal survey conducted on October 1, 1S92, by

Page 19



an employee of The Taxicab Company produced the following esti-

mates regarding the number of calls for taxicab service, per cab,
|

per 24 hour period:

NUMBER OF NUMBER OF NUMBER OF CALLS
CABS PER CALLS PER PER CAB PER 24
COMPANY COMPANY DAY HOUR PERIOD
Yellow Cab 22 300 14
The Taxicab Company 28 500 18
Alaska Cab 59 1200 20
Checker Cab 49 1100 22

The figures for the number of calls per day were based
upon estimates of year-round daily averages by dispatch company
employees, who maintain daily records of calls for service. The
net result, less than one <call per hcur per cab, represents a
reduction from 1989 and 1990, when a more detailed analysis of
calls per dispatch to Yellow Cab and The Taxicab Company indicat-
ed an average of slightly more than one call per hour per cab.

Even when this is increased by approximately 25% for "flag"

(on-the-spot) calls forservice, the total of slightly morethan
one call per hour per cab hardly supports a recommendation for
automatic annual increases in the number of taxicab permits.

A member of the minority pointed out that an existing

ordinance, AMC 11.20.03C, empowers the Anchorage Transportation

Commission to conduct ahearinginto the public convenience and
necessity to determinewhether more permits are warranted in
Anchorage. If the Commission finds that the public convenience
and necessity requires more permits, it is required to auction

off the additional permits, with the revenue going to the City.
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The problem has been that, in the seven years since
this ordinance was revised, the Transportation Inspector has
never sought such a hearing, nor has the ATC ever made an inquiry
to determine whether more permits are needed. The Transportation
Inspector says that he has been "too busy." A Task Force minori-
ty member made a motion to amend the ordinance to mandate a
hearing at least <every three years, to determine whether more
taxicab permits are needed. Included in this motion was a
recommendation to make the criteria for issuance of additional
permits, now spelled out in Ordinance 11.20.030, mandatory rather
than optional. The majority narrowly defeated the motion for
periodic hearings on the need for more taxicabs.

Instead, the majority passed a motion (by 8-7 margin,
with the Chairman breaking the tie) to increase the number of
taxicab permits, leaving it up to the Commission or the Assembly
to determine just how this should be accomplished. lronically,
the majority's recommendation could be met by m.andating periodic
use of the existing ordinance, as suggested by the minority. The
minority does not believe, however, in arbitrary increases in the
number of permits, regardless of either potential downturns in
the Anchorage economy, reductions in Anchorage population, or
reduction in the demand for taxicab service. This would spell
disaster to drivers, according to their own testimony.

The minority does not believe in artificially restrict-
ing the number of taxicab permits, nor does it believe in artifi-
cially expanding it. We have an Anchorage Transportation
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Commission, which has the expertise and the power to determine,
on a year-by-year basis, whether more permits are needed. The
only flaw in the system is that power to investigate and deter-
mine the need for more permits has not been used, and this flaw

can be corrected by requiring a hearing at least every three

years.

The majority has recommended a watered-down "open
entry" system, Dbased upon economic theory which ignores the
guasi-utility nature of the taxi industry. Instead of coming to
grips with the individual 1issues addressed in the amendment to
Assembly resolution 92-98, the majority assumes that these
concerns will all be resolved by increasing the number of per-
mits.

Experience ofother cities does not support the majori-
ty's assumption. While the economic theory of open entries may

sound good when it is first <considered, we <can see from the
reports of the effects of open entry on American cities that it
has actually been counterproductive to reliable service, fair
rates to the consumer, guality cabs, and effective municipal
enforcement. Because of this, as shown by the 1992 City of

Portland report supplied by Mr. MacAtee to the Task Force, 88% of

all communities control market entry through a convenience and
necessity system such as that of Anchorage. Of the remaining
12%, half of these are from very small cities having a total of
10 or fewer cabs. The Portland study ended with a recommendation

against adoption of either a fixed number (medallion) system or
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an open-entry system. Rather, the report recommended that the
city continue with, and improve on, their "convenience and
necessity” method of regulating market entry.

The <convenience and necessity method of regulation,
which provides for adjustments to the number of taxicabs based
upon the amount of public demand, has provenitself to be the
most effective way of regulating the taxicab utility. If, as
some suggest, there is a need for more taxicab permits in Anchor-
age, the Transportation Commission should promptly schedule a
hearing, listen to testimony, and decide whether and how many
more permits should be issued.

The majority insteadwould substitute an arbitrary
increase in the number of permits, reducing the wvalue of the
existing taxicab permits which were purchased with the wunder-
standing that the number of permits would be increased only after
proven necessary by a showing of public convenience and necessi-
ty.

Because of the obvious legal issues this would raise
regarding the rights of the permit holders, Task Force members
via Mr. MacAtee, asked for a Municipal Attorney opinion to see if
the permits were "property", but one has not been produced.

In the Boonstra case against the City of Chicago in
1991, taxicab permits were found to be property interests, and
the court ordered the <city to pay compensation to the permit
holders when an ordinance was passed which affected their ability
to earn income from the permits. The minority 1is concerned that
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an arbitrary increase in the number of permits would require
payment by the City for any loss of value to the permit holders.
This would be doubly wunfortunate for taxpayers because the

benefits claimed by the economic theorists favoring open entry

simply have not occurred when this theory is put to the test.

CONCLUSION

wnile the Anchorage taxicab system has some problem
areas which can and should be improved, it does not feature
serious and substantial problems that require a complete overhaul
of the system. The basic methods of regulation are sound.
Perceived problems can be addressed through modifications in the
existing system to improve enforcement and to broaden coverage to
include all non-bus services competing in the ground transporta-
tion industry in Anchorage.

The majority seemed bent uponscrapping the current
"convenience and necessity"” method for grantingpermits, and
substituting in its place a system which arbitrarily and automat-
ically increases the number of permits and taxicabs. The minori-
ty is not anxious to repeat the -economic experiments of other
cities which have arbitrarily increased the number of permits and
suffered unsatisfactory results.

The Task Force was presented with none of the evidence
which ordinarily would indicate that there are an insufficient
number of permits and taxicabs. There is no indication of any
general problem in Anchorage with refusals of service or with
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long waiting times. Such evidence did exist ten years ago and,
when it was presented at a hearing before the Transportation
Commission, resulted in issuance of additional permits.

This is the proper approach now. The Transportation
Commission should be directed to periodically conduct hearings as
to the need for more taxicab permits, based upon the criteria now
existing in ordinance. The Task Force is not now in a position
to say whether there is a need for more permits, but fully
supports mandatory hearings on this question by the Transporta-

tion Commission.
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SUMMARY OF RECOMMENDATIONS

1. Adoption by the Assembly of an ordinance requiring
driver education.

2. Posting by Airport authorities of a large sign at the
Airport cab stand advising customers of their rights, and indi-
cating procedures and telephone numbers for complaints.

3. Maintenance by the Transportation Inspection office of
a complete consumer complaint file, including monthly summaries
and annual analysis to identify growing problem areas.

4. Adoption by the Assembly of an ordinance authorizing
suspension/revocation of a <chauffeur's permit for refusal to
supply taxicab services.

5. Adoption by the Assembly uf an ordinance including

hotel/motel service vans within ordinances regulated under Title

6. One-year experiment by Transportation Inspector with
use of a single inspection station.

7. Adoption by the Assembly of an ordinance requiring
Transportation Commission hearings on the number of permits at
least once every three years, based wupon mandatory criteria for

determining whether additional permits should be issued.
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The following members of the Task Force adopt this
Minority Report.
1992.
1992
1992.
1992.
1992.
1992.

1992,



Alaska State Legislature

Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair
Senator Drue Pearce

Senator Judy Salo

Senator Georgianna Lincoln

SENATE LABOR AND COMMERCE
COMMITTEE

M EMORANDUM

TO: Terry Cramer, Legal Counsel
Legal Division
Legislative A ffairs Agency
FAX: 465-2029

FROM Josh Fink, Legislative Aide
Senator Tim Kelly

DATE: March 29, 1993

RE: SB 174 - Taxicab Bill

STATE CAPITOL. SUITE 101
JUNEAU. ALASKA 99801-118.?
PHONE : (907) 465-3822

FAX: (Q07) 465-3756

3111 C STREET, SUITE 550
ANCHORAGE . ALASKA 99503
(907) 561-7612

Terry, just got off the phone with James Brennan and some other
taxi cab people. The retroactivity may not be needed, though for now
let's proceed as if it is. W e are checking pending cases and have
found that on all but one this bill would not apply. Still waiting on
one response and will inform. Again, for now let's proceed a3 if the
provision is needed.

As to the Department of Labor's position on the need for "written"
contracts, we can't change that. W ritten contracts for the most part
do exist between permit owners and drivers. However, dispatchers
often do not have written contracts with the drivers. As they are
alleged employers in some of the complaints filed, requiring written
contracts would affect the retroactivity if we go that route.

Will advise as | receive information.

Thanks, Josh.



SOUTHEAST ALASKA CAB CO., INC.
EIN 92-0108652
FORM SS-8

EXHIBIT B

10b. Performing similar services for others. Some
drivers drive for more than one of the taxicab companies in
Ketchikan. This is usually the case when no company hasa
cab that can be leased to themon a regular basis. In that
case, a driver may lease a cab for several days a week from
one company, and lease from one of the other companies the
remainder of the week.

16. Rulings by other government agencies. No other
government agency has ruled on the status of the firm's
workers under the attached lease. However, the Alaska

Department of Labor, Employment Security Division, ruled in
1987 that cab drivers under an earlier lease, which -was
materially identical except that lease payments were based on
a percentage of the meter, were employees for purposes of

state unemployment taxes. (The lease submitted as Exhibit A
provides for a daily, flat rate, lease fee.)
17. IRS examinations. The status of the drivers under

the previous lease (referred to in item 16) is an issue 1in an
administrative appeal pending in the Anchorage Appeals Office,
with respect to taxable years ending in 1988, 1989, and 1990.
(The leases now in use are effective only on and after January
1, 1992.) In the examination now pending in Appeals, the
Collection Division proposed to assess taxes based on alleged
misclassification of the drivers during the years in question.
This proposal is being appealed.

The firm 1is not aware that this issue is being considered
in connection with the audit of any driver's return.

19. List of additional drivers. The following list is
submitted:

Richard Kapus Daniel Trail
P.O. Box 5095 737 Harris
Ketchikan, AK 99901 Ketchikan, AK 99901



Form S S -8
(Rev. October 1990)

Department ot the Treasury
Internal Revenue Service

Paperwork Reduction Act Notice.— We ask forthe information
on this form to carry out the Internal Revenue laws of the United
States. You are required to give us this information. We need it to
ensure that you are complying with these laws and to allow us to
figure and collectthe right amount of tax.

The time needed to complete and file this form will vary
depending on individual circumstances. The estimated average
time is: recordkeeping, 34 hrs., 41 min., learning aboutthe law
orthe form, 6 min. and preparing and sending the form to IRS,
40 min. If you have comments concerning the accuracy of these
time estimates or suggestions for making this form more simple,
we would be happy to hear from you. You can write to both the
Internal Revenue Service, Washington, DC 20024, Attention: IRS
Reports Clearance Officer, T:FP, and the Office of Management
and Budget, Paperwork Reduction Project (1545-0004),

W ashington, DC 20503. DO NOT send the tax form to either of
these offices. Instead, see the instructions for information on
where to file.

Name of firm (or person) (or whom the worker performed services

Southeast Alaska Cab Co., Inc.

Address of firm (include street address, apt. or suite no., city, state, and ZIP code)

P.0O. Box 7418
Ketchikan, AK 99901
Trade name

Alaska Cab

Firm's taxpayer identification number

92-0108652

Telephone number

(907) 225-2134

Check typ' of firm:

O Individual O Partnership

This form is being completed by: E5 FIRM 0 WORKER

Determination of Employee Work Status
for Purposes of Federal Employment Taxes
and Income Tax Withholding

OMB Ho. 1545-000'!
Expires 10-31-93

Instructions

This form should be completed carefully. If the firm is completing
the form, it should be completed for ONE individual who is
representative of the class of workers whose status is in question.

If a written determination is desired for more than one class of
workers, a separate Form SS-8 should be completed for one
worker from each class whose status is typical of that class. A
written determination for any worker will apply fioi other workers of
the same class if the facts are not materially dififerent from those
of the worker whose status v/as ruled upon.

Please return Form SS-8 to the Internal Revenue Service office
that provided the form. If the Internal Revenue Service did not ask
you to complete this form butyou wish a determination on whether
aworker is an employee, file Form SS-8 with your District Director.
caution: Form SS-8is not a claim for refund of social security tax
or Federal income tax withholding. Also, a determination that an
individual is an employee does not necessarily reduce any current
or prior tax liability.

Name of worker

Barney C. Olsen
Address of worker (include street address, apt. or suite no., city, state, and ZIP code)
P.0. Box 6514

99901

Worker's social security number

574-48-5761

Ketchikan, AK

Telephone number

(907) 225-7532

[/{ Corporation O Other (specify) »

If the form is being completed by the worker, do you object to disclosing your name or the information on this form to
LTI T 1 PO TP PR TR . 0O Yes 0O No

(If your answer is “Yes," we cannot furnish you a determination on the basis of this form. You may write to your District
Director for further information. Do not complete the rest of the form, unless the IRS requests It.)

All items must be answered or marked "Unknown" or "Not Applicable” (NA). Ifyou need more space, attach another
sheet. This .arm is designed to cover many work activities, so some of the questions may not pertain to you.

Tc)

Total number of workers in this class (if more than one, please see item 19) » ,

~LL11.92.....cco REIT J?ESLEEHE.................

(Month, day, year)

This inform ation is about services performed by the worker from »

What was the first date on which the worker performed services of any kind forthe firm 2 b s
(Month, day. year")*

Isthe worker still pet->rming services for the firm ? .ScYes 0O No

If"No,"whatwas the date of termination? » .o

Month, day. year
AachOJCaR.e ( Y. yean)

In which IRS district are you located?

of..t"xi.cahs..

la Describe the firm’s business.......L e a sin g .. aed..p.r.Qy.i"ioin.p.f-.dLspat.ch..s&r.vi.ce

b Describe the work done bythew orker....E trilias..Lixicah ..tQ ..pids..lip-and..deliy.e X ..

........................................................................................ passengers...and.packagesS . e

See Exhitit A

b If the agreement is not in writing, describe the terms and conditions ofthe work arrangement ...,

2a Ifthe work is done under a written agreement between the firm and the worker, attach a copy.



SOUTHEAST ALASKA CAB CO., INC.
EIN 92-0108652
FORM SS-8

EXHIBIT B

10b. Performing similar services for others. Some
drivers drive for more than one of the taxicab companies in
Ketchikan. This is wusually the case when no company hasa
cab that can be leasedto themon a regular basis. In that
case, a driver may lease a cab for several days a week from
one company, and leasefrom one of the other companies the
remainder of the week.

16. Rulings by other government agencies. No other
government lency has ruled on the status of the firm's
workers unuer the attached lease. However, the Alaska

Department of Labor, Employment Security Division, ruled in
1987 that cab drivers under an earlier lease, which -was
materially identical except that lease payments were based on
a percentage of the meter, were employees for purposes of

state unemployment taxes. (The lease submitted as Exhibit A
provides for a daily, flat rate, lease fee.)
17. IRS examinations. The status of the drivers under

the previous lease (referred to in item 16) is an issue in an
administrative appeal pending in the Anchorage Appeals Office,
with respect to taxable years ending in 1988, 1989, and 1990.
(The leases now in use are effective only on and after January
1, 1992.) In the examination now pending in Appeals, the
Collection Division proposed to assess taxes based on alleged
misclassification of the drivers during the years in question.
This proposal is being appealed.

The firm is not aware that this issue is being considered
in connection with the audit of any driver's return.

19. List of additional drivers. The following Ilist
submitted:

Richard Kapus Daniel Trail
P.O. Box 5095 737 Harris
Ketchikan, AK 99901 Ketchikan, AK 99901

is



Southeast Alaska Cab Co., Inc.

Form SS-8, Exhibit B
Page Two

Donald Sivertson
759 Deermount Avenue
Ketchikan, AK 99901

Doris Duchene
2415 Hemlock
Ketchikan, AK 99901

Gene Mullins
P.O. Box 3026
Ketchikan, AK 99901

Romay Edenshaw
P.O. Box 6514
Ketchikan, AK 99901

20. Independent contractor status. The lease
provide services to the

Rul. 71-572 (Situation
ruling, the drivers are
for purposes of Federal

ment under which the drivers
is fully consistent with Rev.
1971-2 C.B. 344. Under that

treated as other than employees

employment taxes.

Peter Kennedy
P.O. Box 3037
Ketchikan, AK 99901

Ron Rawson
10992 Brentwood Lane
Ketchikan, AK 99901

Micheal Moody
3250 Denali, Apt. 21
Ketchikan, AK 99901

Joel K. Lall-Trail
P.O. Box 6057
Ketchikan, AL 9990.1

arrange-
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(Rev. October 1990)

Department ot the Treasury
Internal Revenue Service

Paperwork Reduction Act Notice.— We ask forthe information
on this form to cariy out the Internal Revenue laws of the United
States. You are required to give us this information. We need it to
er.-ure that you are complying with these laws and to allow us to
figure and collectthe right amount of tax.

The time needed to complete and file this form will vary
depending on individual circumstances. The estimated average
time is: recordkeeping, 34 hrs.,41 min., learning aboutthe law
or the form, 6 min. and preparing and sending the form to IRS,
40 min. If you have comments concerning the accuracy of these
time estimates or suggestions for making this form more simple,
we would be happy to hearfrom you. You can write to both the
Internal Revenue Service, Washington, DC 20024, Attention: IRS
Reports Clearance Officer, T.FP, and the Office of Management
and Budget, Paperwork Reduction Project (1545-0004),
Washington, DC 20503. DO NOT send the tax form to either of
these offices. Instead, see the instructions for information on
where to file.

Name of firm (or person) for whom the worker performed services

Southeast Alaska Cab Co., Inc.

Address of firm (indudt street address, apt. or suite no., city, state, and ZIP code)

P.0O. Box 7418
Ketchikan, AK 99901
Trade name

Alaska Cab

Firm's tavpayer identification number

92-0108652

Telephone number

(907) 225-2134

Check type of firm:

O Individual PJ Partnership [BJ Corporation u]

This form is being completed by: $ FIRM 0 WORKER

Determination of Employee Work Status
for Purposes of Federal Employment Taxes
and Income Tax Withholding

OVBN 15450004
Eqpires 1031-93

Instructions

This form should be completed carefully. If the firm is completing
the form, it should be completed for ONE individual who is
representative of the class of workers whose status is in question.

If a written determination is desired for more than one class of
workers, a separate Form SS-8 should be completed for one
worker from each class whose status is typical of that class. A
written determination for any worker will apply to other workers of
the same class if the facts are not materially different from those
ofthe worker whose status was ruled upon.

Please return Form SS-8to the Internal Revenue Service office
that provided the form. If the Internal Revenue Service did not ask
you to complete this form butyou wish a determination on whether
aworker is an employee, file Form SS-8 with your District Director.
caution: FOrmSS 8isnote claim for refund of social security tax
or Federal income tax withholding. Also, a deiermination thatan
individual is an employee does not necessarily reduce any current
or prior tax liability.

Name of worker

Barney C. Olsen
Address of worker (include street address, apt. or suite no., city, state, and ZIP code)
P.0. Box 6514

Ketchikan, AK 99901

Telephone number Worker's social security number

(907) 225-7532 574-48-5761

SMmmMmrn- MS*

Other (specify) »

If the form is being completed by the worker, do you object to disclosing your name or the information on this form to

BN T M 2 et e

............................................................................................................. 0O Yes O No

(If your answeris Yes," we cannotfurnish you a determination on the basis of this form. You may write to your District

Director for further information. Do notcomplete the rest ofthe form, unless the IRS requests It.)

All items must be answered oi marked "Unknown" or "Not Applicable"” (NA). If you need more space, attach another
sheet. This form is designed to cover many work activities, so some ofthe questions may not pertain to you.

Total number of workers in this class (if more than one, please see item 19) »

This inform ation is about services performed by the worker from »

rs

(Month, day, year) (Month, day, year)

What was the first date on which the worker performed services of any kind forthe firm? »

Isthe worker still performing services forthe firm ? ...

If "N o,"whatwas the date of termination? » ...,

In which IRS district are you located?

la Describe the firm's business

b Describe the work done by the worker___nriy e js.

LeasizLg..of.-taxicahs..

.ta xicah.

(Month, day, year)

.ScYes O No

(Month, day, year)

aad..pj:£E>y.lsioB -.0.f,di.siTa.t.ch.~fir.Y ice

tQ 4 Jiak .. lip..ancl.dediy.e i

.............................. pdssjengexs. . BAnclpaakagEl S ..o r i

2a If the work is done under a written agreement between the firm and the worker, attach a copy.

b If the agreementis not in writing, describe the terms and conditions of the work arrangem Nt e

Fomss-8 (Rv. 1090
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c If the actual working ariangement differs in any way from the agreement, explain the differences and why they occur

................................................... N T TSSO PR PR PR OPP PRI
3a Isthe worker given training DY the FIrmM 2 et b e h e e h e et ese e ettt e bt e s et e et e e ne e e e e b e eaneeeeennene El Yes 0O No
If'Yes’:
Whatkind? ..P.rpper. op.erati<?n. o f.vehi.cle.,..radio,.. € 1C . .. e
Howoften? ..Q nc.e.,..when .firs t .18 @ S iN g ..@ . €A b .. et ettt ne e ennens
b Isthe worker given instructions in the way the Work iS t0 D& d 0N € 2 i DYe* 0 No
If *Y €S, gIVE SPECITIC ©XAM Pl S . ittt et h e E e bt e b ettt et e ek e et eb e e b s e e n e et s e e s

c Attach samples of any written instructions or procedures.

d Does the firm have the rightto change the methods used by the worker or direct that person on how to do the work? O Yes El No

EXPlain your @nsSWer.. L € @ S € ., ... [ 1.2, i@ N 0 . . L 3 oottt ettt ettt e bt e st et e ekt e e teeh e ea b b e ea st eh e e 4H £ £t e eae e bt R e e b e bt bt e Rt e b e e et e e e ekt et e b e e bt n e e enr e e

e Does the operation cfthe firm's business require that the worker be supervised or controlled in the performance of

the service?...
Explain youransv”t D river s subiject to uassenp.er's control over

.............................................. how..the..services..are.nerform € d . e
4a The firm engages the worker:
0 To perform and complete a particularjob only

O Toworkatajob foran indefinite period of time

O O ther (EXPIAINY) ettt a ettt e e s et ettt eee e e bt e e beeere e besae e neenee e ol TSSOSO T UP PRSP PSRPTN
b Isthe worker required to follow a routine or a schedule established by the firm ? ... .. . DYes 0 No

Y @S, WHhat IS Th e TOULINE OF SCIN B U UIE 2 ettt e ettt e e oottt e e e ettt e e e e eateeeeeeestsaeeeeasaaeeeeeasaeeeeeeaasssseeaassaeeeeeaaabeseeeaasssaaeaansesaeeeesssseeeeannssaeeannnnees
c Doesthe worker reportto the firm OF itS FEPIrESENTATIVE 2 .ot e et e bt ettt ettt e e ne e e e e et et beenen 0 Yes 0O No

If "Yes™:

Howoften? ..D a lly ...
For what purpose?.la y . .Leas£.le.es.;,..turn, .in ..cabo...tr.ip..sh.eats..and..sal.Q s..ta xe s ;
In what manner (in person, in writing, by telephone, etc.)? In . .p.erSQCL /.C .QIIEC .t..charge..VQUCtlfirs
Attach copies of report forms used in reporting to the firm.
d Doesthe worker furnish atime record t0 the firmM 2 . DYes 0 No
If ‘Yes,” attach copies oftime records.
5a State the kind and value of tools and equipment furnished by:

The firm ..y .ehiulLe..ia.provided..by..linn .,..but..p.aid, . £0N.hYy .. W 0TFTKET e
Theworker..Vetd cla - .-Laasa .value .-.-:.$.20,.Q QO /.y.ear..(lac Luding..ra d io ).,

b State the kind and value of supplies and materials furnished by:

Thefirm ..M aiu.t:enajQ ce..and..ail..

The WOTKET ... G @ S, ..M @ P S ., .. J8E . ittt ettt eh et e e e ettt ea et et e e ne e o2t oo b e ea etk e e R s e ke ea b e eh s e eh e e ae e eh e 4 be 4R s e s e e s e bt ehe e ee £ 4104 4ot e e et e et e nb e e et et e ee bt et e e en e e e e ebeentan

¢ What expenses are incurred by the worker in the performance of services forthe firm?

- | - N =T I =T N SN o - = S I o G- N - WP S U SUR OO TT USRS
d Does the firm reimburse the WOTKETr fOT @NY € X P 8 NS @ S 2 ittt bbb e eh e et e e ae e b e sa et e et e et eateneeene e et e naeesteebnans DYas 0 No

I Y @S, SPECIY the T M D UISE O € X P B N S @S ittt h et e e e e bt e b e e b e s a s e aa e eh e e se e et e e ae e s et e et e b e s e ee bt eh e e eE e e eh e e ee ekt e e b e e b e e an e s e e s e ea s e eb e e e e s et e nnenaneneeesnens

6a Willthe worker perform the ServiCes P e TS O N @ 1Y 2 ettt et e st e sttt ettt e et e ne et e ete e e et eanen 0 Ye* 0O No

D D0ES the WOTKET NAVE N @ P @IS 2 ot ettt eh et bt e et a2t e bt e e e b e e b b ea bt eh b e ee e et e e et e bt ne b e st eat et e ebeeneeeneeeseenbeeseenbeen 0O Yea 0 No

If *Yes’: Are the helpers hired by: O Firm 0O Worker

If hired by the worker, iSthe firm 'S AP PrOVaAl NE CE SSATY 2 ittt sttt ettt et et e bt e e e e b e e bt b e beseeabe e e e sanenne 0O Yex* O No

Who pays the helpers? O Firm 0 Worker

Are social security taxes and Federal income tax withheld from the helpers’ v/iages?. 0O No

1f'Yes": Who reports and pays these taxes? O Firm 0O Worker

W horeoorts the helpers’ incomes to the Internal Revenue Service? u] Firm 0O Worker

If the worker pays the helpers, does the firm repay the W 0 FK € I'? e et sre e 0 Yea ON o

What SEIVICES A0 the NEIPETIS P B ITO M 2 ittt ettt ettt et e e oh e o2t 44t e e e b e e et e b e ea bt eh s 448 e e e 41 at 2o beea b e et eas e et e eh e e eb e e 1ot e it e bt es s et e ess e beenreene s sebeennene
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7 Atwhat location are the services performed? O Firm's 0O Worker's £3c Other (specify)ifir.pa & S .eng U r.-jL riS .truc

8a Type of pay worker receives:

u] Salary 0O Commission u] Hourly wage :Q; Piecework O Lumpsum u] Other (sperify)......

b Doesthe firm guarantee a minimum amountof payto the worker?...... © No

c Doesthe firm allow the worker a drawing account or advances agaiNSt PAY 2 ..ottt 0O Yes Q<No

If'Yes':Isthe worker paid such advances 0N @ reguUIAT D @ S 1S 2 it e e e DYes 0O No

d HOW does the WOTKEr rEPaAY SUCKH @O VAN CES? ittt ettt a e e h e e et e et e e he s e s e e heea s e s et e ae e ehe e ee e e ne e oot e et e s e et e b e et e ee et eh e e es e e as e bt e e b e sae e b e e sn e b e eaeenaeenrenaeenaeennens
9a Isthe worker eligible for a pension, bonuses, paid vacations, SiCK Pay, 1€ .72 . DYes © N o

L T R =N o | T TS TSP T USSP PP TSTOT R PRTPRPRRPRN

b Does the firm carry workmen's compensation insurance 0N the WO TK e r? . ID Yes © N o
c Does the firm deduct social security tax from amounts paid the worker?.. DYes © No
d Does the firm deduct Federal income taxes from amounts paid the W 0 FK € I'? . DYes © N o

e How doesthe firm reportthe worker's income to the Internal Revenue Service?

u] Formw -2 0O Form 1099 S K Does notreport O O N (SP @ CIIY) ottt et

f Doesthe firM DONA the WOTKET? . e bbb b bbb e bbb s b bbb bbb sa s st DYes © N o

10a Approximately how many hours a day does the worker perform services forthe firm? ... 10-12 e
b Does the workpr perform similar SErvices fOr 0th @ TS 2 .ot DYes ?©No O Unknown
If "Yes*: Are these services performed on a daily basis for otherfirm s ? .. O Yes O No O Unknown

Percentage oftime spentin performing these services tor:

This firm ... .96 Otherfirms. ... .% 0 Unknown

Does the firm have priority 0n the WOTKer's timM € 2 e eseaie oreaseeare e e st e esre s nnnene DYes ©Wo
ifN o,'expiain..W Qr.ker..Is..fr.e.e..l;0..do...35..Ue..p.l.e.gb6e.s.l..p.r.oyid?d..h?..Esiy.5..t:U?..JLe.9.se

c Isthe worker prohibited from competing with the firm either while performing services or during any later period? . . DYes ©No

1la Can the firm discharge the worker at any time withoutincurring @ llab ility ? ..o DYes © No
1f *No," explain.llU S £..3.11 Q.V.WPX.k.3X...t.Q .. PQJnp.le .tS ..j.Q.b.S...3.C.Q3.PE.3 0 cooroeeeeeeeeeeeeeeeeeeeeee e eeee e

b Canthe worker terminate the services atanytime withoutincurring a lia b ility ? .o DYes © No
If " No,” explain. . Uv.S £ . .C.QIUP.IfCE 3.. .31 1 .] .0h 5...3E 3.3P £ 3 .1 ittt sttt et e ettt e e bt e b e ear e e s e e b e eareebeenbesanenean

12a Does the worker perform sen/ices for the firm under:
©CThe firm's business name 0O The worker's own business name u] Other (SP e CITY ) e

b Doesthe worker advertise or maintain a business listing inthe telephone directory, atrade journal, etc.? DYes ©No O Unknown

R R I o | YT TR T TP PP PP PP RUPOPPOPINY

c Does the worker represent himself or herself to the public as being in businessto perform the
SAME OF SIMIIAT S @ TVICE S ? oo e bbb e e bbb e bbb se e bbb e e e bbb e e b s b ©Yes 0 No O Unknown
If “Yes," how?...c.m ising . .£OX. LI T < TN TS
d Does the worker have his or her own shop or office? . . . . L e DYes ©No O Unknown
R A R TV o NN T SO U USSR UPPPSRTRRINY
e Does the firm representthe worker as an employee of the firm to itscustomers?... .DYes © No
If *No,” how isthe worker represented? .. A 2 .. .3 . . 0 X A X B . T ettt r et e e bt b e et e s b e b e e b e e e be s st e st et e s et e et eaeenaesae et e e eees
f How did the firm learn ofthe worker's services? .D river .walke d.in ..and..asked..fo r.w 07 rKk ..
13 s alicense NeCeSSArY fOr the W 0 FK 2 et a et et st e bt st e e bt et et et e e e et e beese e beeanin ©Vos ©No O Unknown

If " Yes," what kind of license isrequired?...P.rl.Ve.r.". S ..11<”.,..£ 3 X l.dr.lY .3r.. .perm it.;..S Ltatfc.business

By whom isitissued?... A laska .or..C ity. of. . Ketchi.Kan . /.1ic e N S € e
By whom is the license fee paid? [ R YA =T O ST SO U TP U PO RO PPTUPUPPUPTP
14 Does the worker have a financial investment in a business related to theservices performed?. . . .Q tfes ©No ©Unknown
If “Yes," specify and give amounts of the investment ... A nny .al/.d aily ..ie g .2 . . f €.8 e
15 Canthe worker incur a loss in the performance ofthe service forthe firm 2 . S tfe s © N o
if *Yes,” how ?...Lease..fee..and..g3s..e;sE£EL£&d.s..fares.,.an d ..tiN S . .
16* Has any ether governmentagency ruled on the status ofthe firm 'S W O TK & IS ? .o Q3(es © N o
If “Yes," attach a copy ofthe ruling. gee E x hib it B
b isthe same issue being considered by any IRS office in connection with the audit of the v/orker’stax return or the
firm’stax return, or has it recently DEEN COMNSIAE TE U P .ottt eh et e ettt ee ettt e sttt e e beeeneennen ©VYes © No
If "Yes,” for which year(s)? LIPS T T = o T I o T I S = TSP PP PP SPRO U ORPPRURIY
17 Doesthe worker assemble or process a product at home or away from the firm's place of buSINE€SS?..ccciiiiiiiiiiiiniiicnicce O Yes © N o
If'Yes':
Who furnishes materials or goods used by the worker? © Firm u] Worker
Isthe worker furnished a pattern orgiven instructions to follow in making the product?...... ..OYes © N o
Is the worker required to return the finished productto the firm orto someone designated by the firm? . . . .0 Yes ©No
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Answer Items 18a through n Ifthe worker Isa salesperson or provides a service directly to customers.

18a Are leads to prospective customers furnished by the firm 2 .. 0 Yes u] No O Does notapply
b Isthe worker required to pursue or report on leads? e DYes 0 No O Does notapply
c Isthe worker required to adhere to prices, terms, and conditions of sale established by the firm ? ... 0 Yes 0 No
Are orders submitted to and subjectto approval by the firm 2 ... DYes 0 No
0 Isthe worker expected to attend sales meetings?.. ..0 Yes 0 No
If “Yes": Istho worker subject to any kind of penalty for failing to @ tte N d ? .. DYes 0O No
f Doesthe firm assign a specific territory to the W 0 rK € I'? ..o DYes ED No 0O Doesnotapply
g Who does the customer pay? OF irm S Worker
Ifworker, does the worker remitthe totalamountto the firm?. El No
h Does the worker sella consumer productin a home or establishment other than a permanent retail establishment? . 0O Yes 13 No
1 List the products and/or services distributed by the worker, such as meat, vegetables, fruit, bakery products,
beverages (other than milk), or laundry or dry cleaning services. If more than one type of product and/or service is
distributed, specify the principalone....Bassaug£f£E ..tXanspQ Kt.@aEfiC > .8 .
| Did the firm or another person assign the route orterritory and a list of customers to the wWorker? ......cccoeviiiccniecnecinens 0O Yes 0 Nn
If 'Yes, please identify the person Who Made the @S SIgNM @ N T a e e bt e ee e et e s bt e b e s ae e bt e ae et e eb et ee e e et e es £es bt nae e et seesteeneenneens
k Did the worker pay the firm or person for the privilege of serving customers on the route or in the territory? . . g . 0O Yes O No
If "Yes," how much did the worker pay (notincluding any amount paid fur atruck or racks, etc.)? $..Leas e fe € S
What factois were considered in determining the value ofthe route orterritory? Anf£ la in at-ed.-p'.rosa..revp.nup. EXp
I How are new customers obtained by the worker? Explain fully, showing whether the new customers called the firm
for service, were solicited by the worker, or both. .D ispat-ch..c.all& ,..per.sonalL.£alljS,...and..S .trEat....
m Does the Worker Sell [ife INSUTAN CE 2 .t s neesie e /Ipickuns. A DYes 0 No
If "Yes’:
Is the selling of life insurance or annuity contracts for the firm the worker's entire business activity ? ......... 0O Yes 0O Nc
If "N 0," state the extent 0f the WOTKer' S Oth e DUSINESS @ ClIV IO S .o e e et e e e et e e e e e e aaeee e e eaaaae e e eaateeeeseasaaaeaaassaaeeeannes
Does the worker sell other types of insurance for the firm 2 . e DYes 0O No
If *Yes,” state the percentage ofthe worker's total working time spentin selling such othertypes of insurance........ccccoevviiiiiininnen. %
At the time the contract was entered into between the firm and the worker, was it their intention that the
worker sell life insurance forthe firm: O on a full-time basis O on apart-time basis
State the manner in Which SUCH INTENTION WaS EXPIESSE U .ottt e b e e e et et e e he e bt e et e bt e ae e et ehe e ee e e ne e et e et e st et e e se et e eeneereeeneannen
n Isthe worker atraveling salesperson or city salesperson? DYes :-QNo

If "Yes’:
Specify from whom the worker principally solicits orders on behalf 0f the firm ..
If the worker solicits orders from wholesalers, retailers, contractors, or operators ofhotels, restaurants, or other similar
%

establishments, specify the percentage ofthe worker’'stime spentin such solicitation...
Is the meichandise purchased by the customers for resale, or is it purchased for use in their business operations? If used by the

customers iri their business operations, describe the merchandise and state whether it isequipmentinstalled on their premises or

@ COMNMSUM ADIE SUP P Y ittt ettt ettt ea ettt ee e et e e bt et e ek e e s £ s s e s e eas e eh e e o0 €St e ebe e e benhe £2te b e eat e e ae et e e s e es e e bt Aaseas e et e ea e e as e ee e e b eaeerb e e et ehe et e ek e e bt nn e e ere e

19 Attach the names and addresses of the total number of workers in this c'ass from page 1, orthe names and addresses of 1C such
workers if there are more than 10. gee E x hib it B

20 Attach a detailed explanation for any other reason why you believe the worker isan independentcontractororisan employee ofthe firm.

IMPORTANT INFORMATION NEEDED TO PROCESS YOUR REQUEST

Under section 6110 of the Internal Revenue Code, the text and related background file documents of any ruling, determination letter,
or technical advice memorandum will be open to public inspection. This section provides that before the text and background file
documents are made public, identifying and certain other information must be deleted.
Are the names, addresses, and taxpayer identifying numbers the only items youwantdeleted? ...cccocenens fly e i 0O No
If you checked 'No," and believe additional deletions should be made, we cannot process yourrequest unless yousubmit a copy of
this form and copies of all supporting documents indicating, in brackets, those parts you believe should be deleted in accordance with
section 6110(c) of the Code. Attach a separate statement indicating which soecific exemption provided by section 6110(c) applies to
each bracketed part.

Under penalties of perjury, | declare t' -at | have examined this request, including accompanying documei. s, and to the best of my knowledge and belief, the facts presented are

true, cocect, and complete. \ n
Slgnatu~rh Ttte > P resident dX
If this form is\ised by the firm in\equesting a written determination, the form should be signed by an officer or member of the firm. Y

ulf this form is used by the worker in requesting a written determination, the form should be signed by the worker. If the worker wants a written determination with respect to
services performed for two or more firms, a separate form should be furnished for each firm,
Addrtional copies of this form may be obtained from any Internal Revenue Service office.

*0j. eav.im-s:»-2*2'aoioi
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BILL NO: SENATE BILL NO, 174 DATE: March 26, 19S3

TITLE: Exempting Cab Drivers From CONTACT: Arbe Williams
Employmont Law 466-2700

Senate Bill No, 174 proposes to exempt certain taxicab drivers from state laws
providing for tbs payment of minimum wages and from unemploymentinsurance and
workers' compensation insurance coverage. The bill proposes to define the conditions
under which certain taxicab drivers would, in effect, be operating as independent

contractors.

Section 1 amends the exemption to the Alaska Wage and Hour Act to include taxicab
drivers who are paid for their florvices only by customers. In addition, it appear* that
the intent is to limit the exclusion of taxicab drivers to those who have ontered into
a flat rate contractual arrangement with the owners of taxicab vehicles, taxicab
permits or radio dispatch services. Acontractual requirement could indicate that the
drivor has knowledge ofhis/hor independent contractor status and would also indicate
that the driver has knowledge of expected expenses and would have an opportunity
for profit or ludb based on an ability to serve customers,

Because the department is required to respond to complaints concerning minimum
wage violations or for non payment of unemployment insurance or workers
compensation coverage, to clarify which taxicab drivers are exempted from the laws
the department would recommend that Section 1 be amended as follows:

insert written after "whose” and befbrc "contractual™ on line 7; and

deleto the phrase [,IF ANY, Jbefore "with owners™ on line 8.

Section 2 amends the exemption to the Alaska Employment Security Act and section
3 amends the exemption to the Alaska Workers’ Compensation Act to include taxicab
drivers as described in Section 1, Soctian 4 repeals the exemption to the payment for

overtime.

Section 6 applied the provisions of sections 1 through 4 retroactively to an
undetermined date. The department's counsel has advised us that section 6 presents
a legal problem because if makos the statute retrospective in effect against pending
cases or matters not yet filed, Retrospective laws that take away or impair
substantive rights that have been acquired under existing laws violate lie U, S, and
the Alaska conBtitutional prohibition against cx post facto laws.

PO SITION PA PER/D epartm ent of L abor
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Tho Department of Labor does not oppose Senate Bill No. 174 with an amendment
to provide clear diroction as to who is exempted from the employment laws and with

the deletion of Section 5,

APPROVED:

DATE;

PO SITION PA PER/B epartrient of L abor
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CS FOR SENATE BILL NO. 174(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS KELLY, Taylor

A BILL
FOR AN ACT ENTITLED
"An Act exempting certain taxicab operators from coverage under the Alaska
Wage and Hour Act, the Alaska Employment Security Act, and the Alaska

Workers’ Compensation Act; and providing for an effective date.”

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

* Section 1. PURPOSE. The purpose of this Act is to clarify existing law regarding the
application of die Alaska Wage and Hour Act, the Alaska Employment Security Act, and the
Alaska Workers” Compensation Act to taxicab drivers who receive compensation only from
customers and whose relationship with permit owners, operators, and dispatch companies is
based solely on a contractual flat fee payment by the driver.

*Sec. 2. AS 23.10.055 is amended by adding a new paragraph to read:

(13) an individual who drives a taxicab, is compensated for taxicab
services exclusively by customers of the service, and whose written contractual
arrangements with owners of taxicab vehicles, taxicab permits, or radiodispatch
services are based upon flat contractual rates and not based on a percentage share of

-1- CSSB 174(L&C)
New Text Underlined [DELETED TEXT BRACKETED]
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the individual’s receipts from customers.
* Sec. 3. AS 23.20.526(a) is amended by adding a new paragraph to read:
(21) service performed by an individual who drives a taxicab whose
compensation and written contractual arrangements are as described in
AS 23.10.055(13).
* Sec. 4. AS 23.30.230(a) is amended to read:
(@ The following persons are not covered by this chapter:
(1) pan-time baby-sitters;
V2) cleaning persons;
(3) harvest help and similar part-time or transient help;
(4) persons employed as entertainers on a contractual basis; [AND]
(5) commercial fishermen, as defined in AS 16.05.940; and
(6) individuals who drive taxicabs whose compensation and written
contractual arrangements are as described in AS 23.10.055(13).

* Sec. 5. AS 23.10.060(d)(7) is repealed.
* Sec. 6.  The provisions of sec. 3 of this Act appiy to determinations under AS 23.20 as

to the employment status of taxicab drivers for service before the effective date of this Act

if the employment status has not been the subject of a notice of determination under

AS 23.20.315.

* Sec. 7. SEVERABILITY. Under AS 01.10.030, ifany provision of this Act, or the

application of a provision of this Act to any person or circumstance is held invalid,the

remainder of this Act and the application to other persons or circumstances shall not be

affected.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

_2-
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ALASXA DEPARTMENT (02* LABOR
ALASKA EMPLOYMENT 8ECORITY DIVISION
P.0. BOX 107023
ANCHORAGE, ALASKA 99510-7023

APPEAL TRIBUNAL DECISION
Docket No. 9216446
SSA No. 574-20-4821 Hearing Date; June 3, 1992

June 4, 1992
June 8, 1992

CLAIMANT .* INTERESTED EMPLOYER:
JAMES G CAMPBELL SOURDOUGH INGERSOLL INC
1150 WOODLAND AVE PO BOX 6662

KETCHIKAN AK 99901 KETCHIKAN AK 99901
CLAIMANT APPEARANCES1 EMPLOYER AFP2ARANCES:
James G. Campbell John T. Flora

Joyce P. Godkin Fred starbard

Woodrow Anderson, Jr. Howard Jaeger

Richard Hamlin

BSD APPEARANCES:

None

CASE HISTORY

Mr. Campbell timely appealed two April 22, 1992, determinations.
One determination denied benefits under AS 23.20.379 holding he
voluntarily left suitable work without good cause. The
determination disqualified him beginning January 13, 1991. The
disqualification ended February 23, 1991, or when he returned to
work and earned eight times his weekly benefit amount (whichever
came Tfirst). The determination reduced his maximum benefits by
three weeks. The determination also warned he would not be
eligible for an extension of benefits unless he worked and earned
eight times his weekly benefit amount during the disqualification
period. The other determination denied emergency unemployment
compensation as a result of the voluntary leaving determination.
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At the request of Mr. Campbell and Mr. Flora, the Tribunal
incorporates the entire record of hearing 9214058 into the record
of hearing 9215446.

FINDINGS OF FACT

Sourdough Ingersoll, Inc. operates a taxi cab service
(Sourdough Cab) in Ketchikan, Alaska. Mr. Flora is the
corporation®s president. Mr. Flora previously operated another cab
company in Ketchikan. Mr. Campbell worked for Mr. Flora as a cab
driver at both companies. Mr. Campbell has worked as a cab driver
Iin Ketchikan since at least June 2983. Hearing 921*058 established
Mr. Campbell customarily takes weeks off work every winter because

he gets tired of working and wants & break.

V*Mr. Campbell established an unemployment insurance benefit year
beginning date effective March 8, 1991. on his initial application
to establish that claim, he certified under penalty of 7aw that he
last worked as a taxi driver for Sourdough Cab on
February 15, 1991, and he was still working "On Call." (Exhibit
16D of hearing record 9214058.)J

Mr. Campbell®s actual last day of work before March a, 1991,
occurred on January 18, 1991. His cab driving for Sourdough Cab
ended then, because Mr.Flora granted him the 1indefinite winter
leave he requested. Mr. Campbell knew why his work ended
January 13, 1991, when he completed Exhibit 16D and falsely
\vﬁsertlfied (1) that he last worked on February 15, 1991, and (2) he

was working on-call.

During hearing 9216446, Mr. Campbell argued he began his break from
work in January 1991 not because he was tired of working as usual
in the winter, but because Sourdough cab did not have radial tires
on the company vehicles, and that made the cabs difficult to handle
on Ketchikan®"s bad winter roads. He complains the tires on the
cabs and the area"s weather stressed him. He offers no evidence
that a doctor advised him to stop work due to excessive fatigue.

Sourdough Cab typically operates their caba with recapped radial
tires. Mr. Campbell has not shown any of the tires failed during
his use. He has not shown any of the tires failed and caused an
accident with any other Sourdough Cab driver. Mr. Campbell fails
to offer evidence sufficient to establish that the cab he drove in
January 1991 did not have recapped radial tires.

The testimonies of Mr. Campbell and his witnesses establish snowy
winter driving conditions started in Ketchikan in December 1990.
Mr. Campbell did not 1immediately begin his winter Jleava when
conditions became bad, because other drivers were on leave and it
would have been inconvenient for the company if he left. After
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mid-February 1991, the snow conditions in Ketchikan became light
and no longer constituted bad winter driving conditions.

Before Mr. Campbell stopped work in January 1991, he usually worked
the Monday through Friday day shift from 6:00 a.m. to 6:00 p.m.
Ms. Godkin wusually worked the night shift from 6:00 p.m. to
6:00 a.m. driving the same cao Ilr. Campbell drove on the day shift,
she continued to drive the cab until February or March 1991. Her
work ended due to problems between herself and other workers.

on February 11, 1991, Ms, Godkin was involved in an accident while
driving her cab. The accident resulted from glare ice covering the
road. The cab®"s tires did not cause the accident. The ice on the
road was so usually slick that a policeman walking across the 1ice
to investigate the accident was unable to stand up.

sourdough Cab made chains available to 1its drivers for bad road
conditions. Even so, i1f Mr. Campbell did not want to drive due to
road conditions or the conditions of his cab, he could have taken
the day off without penalty from Sourdough Cab.

During hearing 9216446, Mr. Campbell also complained Sourdough Cab
lacked general liability 1insurance coverage on cab drivers, and
this contributed to his decision to stop driving in January 1991.
Mr. Campbell offers nothing more than speculation to suuport his
complaint that the company laeked ger.dral liability insurance.

Howard Jaeger is an insurance broker with Shattuck & Grummett, Inc.
of Juneau. Mr. Jaeger®s testimony overcomes Mr- Campbell®s mere
speculation and establishes Sourdough Cab and 1its drivers were
covered by general liability insurance secured throucrh Shattuck &
Grummett, Inc, for 1990 and 1991.

By March 1991, Mr, Flora could not secure sufficient cab drivers
for his needs, so he began to ask Mr. Campbell to return to work.
Mr. Campbell refused to return to work, because he wad still tired
and he did not feal business would be busy enough to orcvide him
with satisfactory commissions,

Mr. Campbell consented to work on-call for Mr. Flora on several
days in early April 1991. However, Mr. Flora stopped calling
Mr. Campbell by the end of April 1991, because Mr. Campbell
frequently would not work when called.

Mr . Campbell fails to establish he stopped work as of

ganugry 13, 1991, for any reason other than his customary winter
reak.

PAOVIBIOK3 07 LAW

AS 23.20.379 provides, 1in part:
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(@) An insured worker is disqualified for waiting-week credit
or benefits for the first week iIn which the 1insured
worker 1s unemployed and for the next five weeks of
unemployment following that weok i1f the insured worker

(1) left the insured worker®"s Jlast suitable work
voluntarily without good cause...

(c) The department shall reduce the maximum potential
benefits to which an insured worker disqualified under
this section would have been entitled by three times the
insured worker®s weekly benefit amount, excluding the
allowance for dependants, or by the amount of unpaid
benefits to which the 1rj3ur«d worker 1is entitled,
whichever 1is less.

(d) The disqualification requirad in (@) and (b) of this
section 1is terminated if the insurad worker ret Irns to
employment and earns at least eight times the 1insured
worker®s weekly benefit amount.

a AAC 85.095 provides, 1n part:

(c) Good cause for voluntarily leaving work under
AS 23.20.379(a)(@) includes

(1) leaving work for reasons that would compel a
reasonable and prudent person of normal
sensitiv® 1y, exercising crdinary common sense, to
leave work; the reasons must be of such gravity
that the individual has no reasonable alternative
but to leave work....

AS 23.20.406 provides, 1in parti

(h) An individual 1s not -eligible to receive extended
benefits for any week of unamplovment in the individual®s
eligibility period it the individual has been
disqualified for benefits because the individual
voluntarily left work, was discharged for misconduct, or
refused an offer of suitable work, unless the
disqualification imposed for those reasons has been
terminated in accordance with AS 23.20.379(d).

Tha Emergency Unemployment compensation Act of 1991, P.L. 102-164,
Section 101, provides, in part:

(d) WEEKLY BENEFIT AMOUNT.-"mFor purposes of any agreement
under this Act...

(2) the terms and conditions of ths State law which
apply to claims for extended compensation and to
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th* payment tharooiT shall apply to claims for
emergency unemployment compensation and the payment
thereof, except where inconsistent with the
provisions of this Act or with the regulations or
operating instructions of the secretary promulgated
to carry out this Act....

CONCLUSION

Mr. Campbell®s untrue certification that he was working on-call
when he established his March 8, 1991, wunemployment 1insurance
benefit year beginning date undermines his credibility.

Mr. Campbell®s willingness to continue working under winter
conditions from December 1990 to mid-January 1991 undermines a
holding that the conditions of the company®s tires or the area's
roads left him no reasonable alternative but to stop work when he
did. Me. Godkin®s continued driving after January 18, 1991,
undermines a holding the work conditions left Mr. Campbell no
reasonable alternative but to leave work at the time he" left 1in
January 1991. The company®s willingness to let Mr. Campbell park
his cab on days when he was dissatisfied with the condition of the
equipment or the roads further undermines a holding that ha had no
reasonable alternative but to stop work when he did. Mr. Campbell
fails to show Sourdough Cab did not carry liability insurance on
him. Mr. Campbell has not established he left work effective
January 13, 1991, for good cause as the term 1is defined for
unemployment Insurance purposes.

Because Mr. Campbell did not work between January 18, 1991, and
April 1991, he could not have worked and earned eight times his
unemployment insurance weekly benefit amount within six weeks of
January 18, 1991. Ha could not have requalified for emergency

unemployment compensation.

DECISION

The April 22, 1992, determination that denies Mr. Campbell benefits
for leaving work affectiv* January 18, 1991, is AFFIRMED.
Mr. Campbell remains disqualified beginning January 13, 1S91. The
disqualification *nds February 23, 1991. Mr. Campbell®s maximum
benefit amount remains reduced by three times his weekly benefit

amount.

The April 22, 1992, emergency unemployment compensation
determination is AFFIRMED, Emergency unemployment compensation
remains denied as shown on the determination.
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APPEAL RIGHTS

final unless an appeal 1i1s filed to the
after the decision is mailed

period may be extended only if the
A

This decision 1S
commissioner of Labor within

to aach party. Ths appeal
appeal 1s delayed by circumstances beyond the party"s control.

statement of appeal rightB and procedures is enclosed.

Dated and Mailed in Anchorage, Alaska, on July 22, 1992.

Stan Jenkins,- Hearing Officer



MICHEAL MOODY

3250 DENALI

KETCHIKAN, ALASKA 99901
907-225-9198

MARCH 27,1993

DEAR SIRS:

I WOULD LIKE TO RESPOND TO JIM CAMPBELL’S LETTER OF 3/27/93.
I AM AN INDEPENDANT CAB DRIVER BY CHOICE, AND SUPPORT HOUSE

BILL 233/SENATE BILL 174.

I CAN UNDERSTAND WHY MR. CAMPBELL MAY CONSIDER THE LABOR DEPT
TO BE "MISGUIDED" CONSIDERING THAT IN THEIR DETERMINATION OF
HIS CLAIMS (DOCKET #9216446) OF 6/22/92 THE CONCLUSION STATES
"MR. CAMBELL’S UNTRUE CERTIFACATION THAT HE WAS WORKING ON-
CALL WHEN HE ESTABLISHED HIS MARCH 8/91 UNEMPLOYMENT
INSURANCE BENEFIT YEAR BEGINNING DATE UNDERMINES HIS
CREDIBILITY."

I FOUND HIS QUOTE OF BUCKLEY("THE BEST DEFENSE AGAINST
USURPATORY GOVERNMENT IS AN ASSERTIVE CITIZENRY") TO BE
HILARIOUS CONSIDERING THAT | UNDERSTAND IT TO MEAN THE
UNWELCOME INTRUSION OF GOVERNMENT INTO THE FREE ENTERPRISE
SYSTEM. THAT IS THE WHOLE POINT OF THIS LEGISLATION. WE WHO
ARE WORKING INDEPENDANT CAB DRIVER'S ARE BUILDING OUR OWN
BUSINESSES AND ENJOYING OUR FREEDOM TO DO JUST THAT UNLIKE
MR. CAMPBELL WHO | CONSIDER TOME AC&RONIC MALCONTENT WHO BLEW
HIS OWN OPPORTUNITIES AND NOW WANTS THE REST OF US TO SUFFER

WITH HIM.

cc:EDITOR KETCHIKAN DAILY NEWS
SENATOR ROBIN TAYLOR
SENATOR TIM KELLY
REPRESENTATIVE BILL WILLIAMS
REPRESENTATIVE BILL HUDSON
REPRESENTATIVE AL VEZEY
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hPP OS '?? 16:14 LEG. AFFAIRS - DILLINGHAM

WESTERN ALASKA

COOPERATIVE MARKETINSG ASSOCIATION

c«®k»1

SOX 213 i . . DILLINGHAM. ALASKA
March 15, 1993
Memorandum L. A C'
TO: SENATE PjNATJCE COMMITTEE RE: SB 177

FROMI Dave Jackson

RE: Comments on the proposed marketing tax

I have already forwarded Bill Hudson our organizations
concerns associated with his proposed legislation.

But, 1 would also like you to review those, so, therefore,
for your information:

The Bristol Bay fishery really does not fiave a market
problem. We have a price problem, directly affected
by excesB salmon, farmed salmon and now Russian imports.
Our market 13 almost totally dominated by Japanese
ownership or control.

Why 1s the Aquaculture Associations continuina to add
more pinks into both the resources and finally the
market.

We would.like to see the State of Alaska create a
research and development option so that the Aquaculture
Associations can move into other species. We would
like to see the State put a moratorium on the exiatina
hatchery loans etc to allow the associations flexiblity
to develops other specieB (marketable fish).

There haB to be some consideration to exactly what the
Bristol Bay commercial fishermen already pay out in
local direct harvester taxes already.

Finally we feel that Bristol Bay will end up naying the
lions share to assist in marketinc pink salmon under
some generic marketing plan.

I know that those markets we have suppliedreally don"t

want to see any pink or chum intheir operation at
all

Hopefully you can see our position on this not that we are
negative, but we certainly would like something that will
equitable to all fishermen statewide. Also, like to see

a market plan that does not spell out Alaska Salmon, but
does inform the market place of the variety of Alaska
Salmon Dby species. ASMI did that inJapan......... Why
can"t they do that in the US, that isthe market place
that they are aiming at now.



SENATE COMMITTEE REPORT

" FIRST COMMITTEE OF REFERRAuU

DATE: 3/29/93 FURTHER: FINANCE
Date of 5-Day Notice: DATE TURNED

(in accordance withi Uniform Rtite 23) INTO OFFICE:

L&C Committee considered SB 177

Relating to salmon marketing, a salmon marketing tax, and the Alaska Seafood marketing Institute;

efd.

and recommends:

[ ] same title
replace with CS S5 13-7- -U-*C) X new title
[ j technical
[ ] attaches amendment(s) tItIeChange t
(HB only)
[ JTadopts Letter of Intent
[ ] further referral to the
[ ]do pass
[ ]do not pass
[ ] no recommendation
[ ] individual recommendations
FISCAL NOTE INFORMATION
Deportment Date Zero Fiscal Department Date Zero Fiscal
CS DoOIC
[ ) Appropriation No Fiscal Note [ 1 Governor's Bill with Previous Fiscal Notes (enter information above)
DO PASS: OTHER RECOMMENDATIONS:
A IV 3o
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13.1993 07?:43PM FROM TO 4653756

A laska

Trailers

A ssociation

130 Seward St.. No. 505
Juneau. Alaska 90S0l
(90.7) 580-9400

(907) 586-44 73 Fax

Senator Tim Kelly, Chairman

Senate Labor and Commerce Committee
State Capitol (MS 3100)

Juneau, AK 99801-1132

Dear Senator Kelly:

The Alaska Trollers Association (ATA) would like to comment on
SB 177, which relates to salmon marketing and enhancement taxes.
ATA does not support this bill, or any other, that seeks to impose
an additional tax on our fleet for the purposes of marketing.
Further, ATA does not want to see the Alaska Seafood Marketing
institute (ASMI) general fund budget dollars replaced by a

marketing assessment on the fleets' landings.

Troll caught fish enjoy a specialty market niche and the
marketing of our fish is somewhat different than that of other
commercially caught salmon. ATA is sympathetic to the marketing

dilemma confronting the net fisheries; however, we firmly believe
that any move to assess trollers additional monies for marketing
would be unnecessarily burdensome given our fleets' unique
situation.

Considerable effort already goes into the marketing of troll

caught fish through the Alaska Troll Processors Association,
Seafood Producers Cooperative, and independent trollers who supply
fresh or frozen product. In recent years, the trollers primary

marketing problem has been direct competition for traditional
markets with fish farmers who are flooding the market year-round
with cheap fish — not a lack of interest in our product. There is
a ready market for troll fish, so long as the price-is right.

Finally, our concern for ASMI stems from what we perceive to
be an improvement in services to the salmon fleets in recent years.
We note that ASMI put $800,000 into domestic marketing last year,
and has seemed decidedly more focused on salmon under the last two
administrators. ATA has been directly involved with ASMI's foreign
marketing push on troll product, which we believe helped to
increase French sales last season. ASMI has provided ATA the
opportunity to participate in promoting seafood in Washington, D.C.
by facilitating shipments of troll caught salmon to several events,
including President Clinton's inaugural luncheon. ASMI  has
involved other salmon fishermen as well. ASMI has even helped to

mE— mil | o T.T e o m'. ... 'V e -r»NW nw .'
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TO 4653756

SB 177

April 13, 1993

Page 2

get some badly needed press for our Industry — from articles on
Glacier Bay and winter trolling to joint promotions of ‘'seafood"
with other businesses such as Weight Watchers. Any programs that

seek to add funds to ASMI for increased marketing of specific
species should be in addition to existing levels of funding, or
else, what's the point?

The "user pay" argument is lost on ATA, because we already

know that fishermen DO PAY THEIR WAY. On average, Alaska's
commercial fisheries return 3:1 on every dollar that the state
invests in the ADF&G commercial fisheries budget, * We fail to

understand why the return to the state from our fisheries is not

considered enough to provide ample funding for both marketing and
the ADF&G budget.

Thank you for the opportunity to comment on SB 177. If I can
be of assistance on this or other related issues, please do not
hesitate to call.

Sincerely,

Daie a. Keiiey
Executive Director

P.03
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(9) establish a salmon marketing committeert]J'adpfinister the domestic
salmon marketing program that is funded through the salmon markjrang tax collected under
AS 43.76.110 - 43.76.130; the committee shall consist of seven members and shall include
four members who commercially fish salmon; one shall currently serve on the Alaska
Seafood Marketing Institute board and the other three shall beselected from other fishery
regions in the state and shall hold permits under AS 16.43; the other three members shall
consist of one salmon processor currently serving on the Alaska Seafood Marketing
Institute board and two salmon processors from outside the board: one shall be designated
as having an annual payroll in the state of $2,500,000 or more and the other having an
annual payroll in the state of $50,000 - $2,500,000.

J U fife- /



APR 8 '93 13:48 FROM PSPA-SEATTLE PAGE.001

Memorandum Via FAX
To: Ken Erickson

From: Rick Lauber, PSPA
Date: Aprii 8,1993
Subject: CS SB 177 (4/7/93 draft)

I have a couple of changes that | would suggest and if they are included I think the bill
would be agreeable to the processing sector.

Page 4, line 2, after AS 16.43 add: "*salmon buyers and processors"*

Page 4, line 8: | am concerned that the term, **develop commodity standards'™ may be
construed to mean grades and classification. 1 know the original intent of UFA is to look
into a commodity futures system, like soybeans or pork bellies but that doesn't seem
clear. 1 would suggest that portion read, *...product forms and explore the development
of acommodity and futures market for salmon products"".

With those changes | think many of the concerns of the fishermen are addressed. 1 would
hope to see early passage. 1) j

w i M AW Ifud /tr'
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Alaska State Legislature

During Session:
State Capitol
Juneau, AK 99S01-1182
(907) 465-4993
Fax (907) 465-3872

During Interim:

3111 C Street, Suite 150
Anchorage, AK 99503-3925
(907) 561-2038
Fax (907) 561-4194

Senator Drue Pearce

District F

CSSB-177
This committee substitute establishes a 1% tax on the value of
salmon and it is levied against fishermen. The proceeds of this
tax will be deposited into the general fund and the legislature

may appropriate these funds to the Alaska Seafood Marketing
Institute to support the salmon marketing program described

below.

This CS increases the number of board members on the Alaska
Seafood Marketing Institute's Board to 24. The board's
composition will consist of 12 commercial fishermen and 12
seafood processors. The quorum is increased to 14 to reflect the

larger board.

This bill permissively alLows the ASMI Board to appoint an
executive board and sub-committees to efficiently handle matters
addressed in the bill. The marketing sub-committees would have

an equal number of seafood processors and fishermen appointed to
them whenever practical.

This bill mandates that the ASMI board shall:

1) distribute market information to salmon fishermen for raw
salmon and salmon products.

2) cooperate with fishermen and their organizations, seafood
processors and their organizations, and several other
relevant entities to develop commodity standards and future
markets for salmon products.

3) establish a salmon marketing advisory committee to assist
and advise the board in fulfilling its responsibilities
under this bill.

This committee substitute permissively allows the legislature to
appropriate thefunds collected from the salmon tax, but mandates
the split among ASMI's programs. It mandates that up tol0% of
the salmon tax may be spent on the fisherman market information

program, the commodity standards program, and the salmon advisory
committee. The remaining 90% would be used by ASMI for domestic
salmon marketing promotions.

This CS has an effective date of July 1, 1993.



FISCAL NOTE

STATE OF ALASKA BILL NO. cssb 177
1993 LEGISLATIVE SESSION 8-LS0946\E
Revision Dale: Dept. Alfected: Revenue
Tille: Salmon Marketing and Enhancement Taxes ~BRU: Revenuo Operations

Component: Income and Excise Audit
Sponsor: Senate Finance
Requestor: Senate Finance COMPONENT SERIAL NO. 1.3
Expenditures/Revenues: (Thousands of Dollars)-
OPERATING FY94 FY95 FY96 FY97 FY90 FY99
PERSONAL SERVICES 76.7 76.7 76.7 76.7 76.7 76.7
TRAVEL 15.0 15.0 15.0 15.0 15.0 15.0
CONTRACTUAL 6.0 6.0 6.0 6.0 6.0 6.0
SUPPLIES 2.0 2.0 2.0 2.0 2.0 2.0
EQUIPMENT 10.0 0 0 0 0 0

LAND &STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 109.7 99.7 99.7 99.7 99.7 99.7
CAPITAL .

REVENUE FUND SOURCE: General Fund 5,750.0 5,750.0 5,750.0 5,750.0 5,750.0 5,750.0
FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF 109.7 99.7 99.7 99.7 99.7 99.7

1005 GF/Program Receipts
1006 GF/MHTIA
Other

TOTAL 109.7 99.7 99.7 99.7 99.7 99.7
POSITIONS:

FULL-TIME 2 2 2 2 2 2
PART-TIME
TEMPORARY

Estimate of current year (FYS3) impact: $

ANALYSIS: (Attach a separate page if necessary)

(See Attached)

Prepared by: Larry E. Meyers, Director Phone: 465-2320
Division: Income and Excise Audit Divisio> Date: April 5, 1993
Approved by Commissioner: Darrel J. Rexwinkg)—'f 's Date: April 5. 1993
Agency: Commissioner /Ic
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Analysis

Tnis hbill affects the Department of Revenue by adding a new chapter to AS 43.76 which
provides for a salmon marketing tax. The salmon marketing tax would be imposed on limited
entry or interim-use holders at a rate of 1% of the value of the salmon and would be collected
by buyers in the state. The buyers would remit the taxes to the Department on a monthly
basis. This tax would take erfect July 1, 1993 and be automatically repealed after 6 years
under section 9 of the hill.

According to the Department of Fish and Game, the total estimated value of salmon harvested
in 1992 was $575 million. Applying the salmon marketing tax to this value, the Department
would expect to receive $5.75 million ($575 million times 1%o).

*-1

Operating Costs

The Department expects to receive an average of 6 returns to be filed from 500 buyers (based
on the number of licensed fisheries business processors in 1992). As a result, the salmon
marketing tax program will generate approximately 3000 additional returns for the Department
to data capture and process. Additionally, the Department will conduct audits of buyers'
records to insure compliance.

FY 94* FY 95-99
Personal Services

Tax Examiner - Juneau (Range 12A) $40.7

Accounting Clerk II - Juneau(Range 9A) 36.0
Total Personal Services $76.7 76.7
Travel

10 Audit Trips 10.0

5 Compliance Trips 5.0
Total Travel 15.0 15.0
Contractual

Phone/Utilities 3.0

Printing 2.0

Mailing 1.0
Total Contractual 6.0 6.0
Supplies 2.0 2.0

Equipment (FY 94 Only)
Computer and Modular Furniture 10.0 a.q

Total Operating Costs $109.7



M EMORANDUM

TO: Sen. Dme Pearce

FROM: Ki _AS&0 Ex

RE: CS for SB177 (4/7/93 version)
DATE: April 8, 1993

SUMMARY

The committee substitute addresses problems identified by some affected fishing
groups, DCED and the Alaska Seafood Marketing Institute. This version of the bill
eliminates point’ of contention and better addresses the purposes of the salmon
marketing tax and the structural changes needed in the executive branch to accomplish
the goals of this bill.

Section 1 expands the ASMI board to 24 members from 18 members.

Section 2 provides that the expanded board will have equal representation (12 and 12)
between processors and fishermen. The original SB 177 expanded the board to 20 (10
and 10), removed two processors and added five fishermen. The CS is the preferable
approach. Having 12 fishermen allows greater diversity of species and regions and
having 12 processors allows the same expansion of diversity without necessitating
removal of piocessors.

This section also redefines large and small processors to better reflect the 1990s rather
than the early 1980s. The old definition of a large processor (a processor with an
annual in-state payroll of more than $1 million) was established in 1981 and the new
threshold for a large processor of $2.5 million is more reasonable.

Section 3 mandates a quorum of 14 to reflect the expansion of the board in Section 2.

Alaska Seafood Marketing Institute
1111 West 8th Street, Room 100
Juneau, Alaska 99801 -1895

Tel: (907) 465-5560

In Alaska: 1-800-478-2903

Fax: (907) 465-5572



Section 4 establishes that tiie board may establish an executive committee and provides
for parity between processors and fishermen on ASMI advisory committees.

Section 5 adds language clarifying the importance of domestic markets, establishes an
ASMI mandate that salmon market data be collected and distributed to fishermen,
provides that a salmon commodity marketing study occurs, and creates a salmon
marketing advisory committee.

ASMI recommends that this section be amended to provide that the market data be
distributed to the public. As a public agency that is appropriate. ASMI will make the
information available to permit holders.

We also note that the salmon marketing advisory committee created in this section
seems to be a drafting holdover from an earlier version of the bill that is not
appropriate to the latest version and does not reflect the intent of the United Fishermen
of Alaska's request for a salmon committee within ASMI that advises the marketing
committee and ASMI board on domestic salmon marketing programs.

Section 6 provides for the salmon marketing tax, the methods of collection and the
methods of disbursement.

Section 7 provides for the transition from an 18-member board to a 24-member board.
Six fishermen are appointed immediately and the seventh fisherman replaces the public
member when that term expires.

Section S sunsets the salmon marketing tax June 30, 1999.

Section 9 sunsets the marketing information component, the commodity future
component and the DCED fishermen advisory committee on June 30, 2000.

Section 10 provides for an effective date of July 1, 1993.



UNITED FISHERMEN OF ALASKA

ffIiECTB
211 Fourth Street, Suite 112
Juneau, Alaska 99801
907/586-2820
April 6, 1993 Fax: 907/463-2545

The Honorable Tim Kelly, Chair

and Members of the Senate Labor

and Commerce Committee me
Alaska State Senate

The Capitol Building

juneau. Alaska 99801-1182

Dear Senator Kelly:

United Fishermen of Alaska supports an expanded and improved salmon marketing
effort; and, specifically, to the domestic market.The conceptual plan we developed
differs from what is before you in Senate Bill '77.

The UFA Marketing Committee designed a conceptual mode! for legislation that would
make modifications to the Alaska Seafood Marketing Institute, provide an assessment
mechanism for salmon harvesters, and create a Marketing Information Service
accountable to fishermen.

UFA supports expanding the ASMI board to 24 members withtwelve processors and
twelve fishermen.  The processor seats would be defined by 8 large (having an annual
payroll in the state of $2,500,000 and above); and 4 small processors (having an annual
payroll in the state of $50,000 - $2,500,000). Appointments would remain with the
governor.

Under the newly expanded ASMI board a new salmon committee would be created. It
would be comprised of 7 members. Four would be salmon fishermen, 3 would be salmon
processors.  This committee would administer the expanded domestic salmon marketing
effort and would have the  funds assessed from salmon limited entry and inlerim-use
permit holders available for this effort as well as any other available general fund
money.  The committee would not have powers separate from ASMI, but would be
working in concert with some expanded authorities.

The Marketing Information  Service wouldbe funded by aportion of the salmon
harvester's assessment and its chief responsibilities would be to gather, compile and
disseminate market price information on raw salmon and salmon products to all
salmon limited entry and interim-use permit holders, nonprofit salmon enhancement
organizations and processors.

MEMBER ORGANIZATIONS

Alaska Crab Coalition « Alaska Longline Fisherman's Association ¢ Alaska Trollers Association ¢ Area KSeiners Association
s" Bering Sea Fishermen’s Association ¢ Bristol Bay Driftnotters Association  Concerned Area "M” Fishermen
Cook Inlet Aquaculture Association * Cordova District Fishermen United ¢ Kenai Peninsula Fishermen's Association
North Pacific Fisheries Association ¢ Northern Southeast Regional Aquaculture Association ¢ Peninsula Marketing Association
Petersburg VVossol Owners Association m Prince William Sound Aquaculture Corporation ¢ Seafood Producers Cooperative
Southeast Alaska Seiners Association ¢ Southern Southeast Regional Aquaculture Association
United Cook Inlet Drift Association ¢ Western Alaska Cooperative Marketing Association



The Honorable Tim Kelly, Chair
and Members of the Senate Labor
and Commerce Committee

April 6, 1993
Page Two

The funding mechanism would be an assessment on salmon limited entry and interim-
use permit holders. The cleanest and most effective way for this to occur would be like
the mechanism used for the salmon  enhancement tax. The amountequal to the
collected assessment is deposited in the general fund, then appropriated from the
general fund to the Department ofCommerce to provide financing for domestic
salmon marketing through the Alaska Seafood Marketinglnstitute and for the funding
of the Marketing Information Service.

Following are our suggestions for changes, deletions and additions:
CHANGES AND DELETIONS
Section 1 Eliminate

Section 2. Line 20, pg. 2;[20] change to 24

Section 3. Line 25, pg. 2;[ten] change to 12
Line 27, pg. 2;[threel change to four
Line 28, pg. 2;[ten] change to twelve

Section 4. Line 1 'pg. 3; [twelve] change to fourteen
Section 5. Lines 1-4, pg.4; Eliminate

Section 6. Lines28-29, pg. 4; Eliminate: [the board may not override an action
of the committee except by a vote of a three-quarters of the board.]

Section 11* Line 1, pg. 7;change the effectivedate toJuly 1.1993T.

ADD

1 Language to provide for salmon harvester's assessment to be collected under AS
43.76.110-130 and deposited in the general fund under the appropriate statute and then
appropriated from general fund to the Department of Commerce and Economic
Development for payment to provide financing for domestic salmon marketing and for
the Marketing Information Service through the appropriate statute.

2.  Add language to divide the harvester’s assessment for a split of 90% to go to the
domestic salmon marketing committee and up to 10% to go for the Marketing
Information  Service.



The Honorable Tim Kelly, Chair
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3. Add language to create a new committee under the ASMI board to provide the
market price information. It could be called the Market Information Service and its
responsibilities should include gathering, compiling and distributing timely market
price information to all salmon limited entry and interim-use permit holders,
nonprofit enhancement salmon enhancement organizations and to processors.

Thank you for the opportunity to work with the Senate Labor and Commerce
Committee.

Sincerely,

Cheryl Sutton
Marketing Committee Chair
United Fishermen of Alaska
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[ ] Ketchikan Office ( [yftfuneau Office

P.O. Box 9579 9226 Long Bun Dr.
Ketchikan, AK. 99901 Juneau, AK. 99801
phone: (907) 225-5156 phono: (907) 789-5117
fax: (907) 225-5258 fax: (907) 789-5117
April 5,1993 Post-1t"* brand fax transmittal memo 7671 #ofprann » A
Senator Tim Kelly, Chair Co.

Labor and Commerce Committee Dol Phonot Se\v\vys
Alaska State Legislature P

Juneau, Alaska 99801-1182 B o Sea . 2sy AlT
Dear Senator Kelly;

AJUWILA NL/XVa; 3 ItSCdiL JDVJiUU HICCLUI™. fTIUAV (tglCCU WILUI LUV iUyivuulLIVA

UFA'S marketing proposal. SEAS could not support the financial obligation ofa 1% marketlng
assessment. But SEAS must oppose this legislation on substantive and financial grounds.

SB 177 proposes that the state provide fisnennen wit!) professional services for price information
and contractual agreements. In other commodity industries this service, sometime called a
"marketing mutual’, is provided by industry. In order for salmon fishermen to accept and use a
marketing mutual it must be run by fishermen for fishermen. In order for a marketing mutual to
have standing with the processors it must be a credible, independent source of information and
expertise. The State of Alaska can notand should not come between the fishermen and the
processors in determining salmon prices. The "'mutual” part of the salmon marketing solution
needs to come from industry, not from government. The only appropriate role for government is to
provide an offeceint mechanism to pass on tax revenues similar to the enhancement programs.
SEAS strongly encourages you to amend SB 177 Sec. 16.10.570 - 16.10.59C to reflect UFA’s
marketing proposal.

On the financial aspects of this bill, SEAS does not support an additional 1% assessment for a
domestic marketing proposal. However, SEAS does support transferring 1% of our current 3%
enhancement tax to morknii/ig. We have taken this position because:

1) The financial situation of the fleetis on theedge - In 1992 the average skipper took home (after a
.$25,000 bant payment) $11,072. And this follows 1991, which was an even grimmer year. 1%
on the gross receipts may not. sound like much, but a 1% tax on the average gross value would
translate to a 3-4% tax on the average net back to the skipper, before he mates a boa*, payment. If
you figure in a boat payment, the 196 gross tax could translate into a 10% tax on a skipper's net
This amounts to a substantial “hit"* on a fisherman who is financially pinched.

2) The desire to redirect flfpsermen’s financing from production to marketing is borne out L, tire
general findings of the economic analysis in the Legislative Review of the Alaska Salmon
Enhancement Ptnrram which indicate that marketing and not more production would generate
higher net benefits and return on investments.
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3) A simple run of the numbers shows thatif marketing works, the hatchery programs will recoup
their immediate loss in revenues. For example, in 1991, the total revenue ftom a 3% tax on all
Southern Southeast salmon generated $1,013,539. If the 1990 pink price is subsituted ($.30
instead 0f $.13) a 2% tax on the same 3almon yields $1,152,459. This simple test of taking 2% of
something versus 3% of very little suggests that enhancement programs will not be adversely
affected once marketing kicks in, in fact it's likely that they will gain revenues as the value of their
cost recovery fish rises.

4) Questionnaire results indicate that the fleet who pays up to 70% of the enltancemen tax in
Southeast Alaska supports this position.

Southeast Alaska Is the only region in the state that has a total 3% salmon enhancement tax. Ata
minimum, SEAS would like the opportuntiy for all permit holders in Southeast Alaska to vote on
the option of reducing enhancement tax by 1%6to enable a 1% assesment for marketing. We feel
that fishermen should be given some means of deriding how best to spend their monies for the
sake of their industry. To this end, | propose the following addition to SB 177:

For those regions of the State where salmon permit holders currently tav a 3% salmon
enhancement tax, salmon fishermen may directly petition the Commissioner of Commerce and
Economic Development to hold an election of all salmon permit holders within that region to reduce
their salmon enhancement tax bv 1%. Provided that 200 permit holders sign the petition and that
the debt load to be collateralized at :26presents no greater risk than the enhancement loans
currently collateralized at 2% or less, then the Commissioner shall hold an election within 90 days
of receiving such a petition. No reduction in the enhancement tax will occur until a 1% marketing
tax is implemented.

Should you desire more information or have questions, please call me at 789-5117,

Sincerely,

Executive Director

c.c. Senate Labor and Commerce Committee X AQA*T
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A laska
Trollers

A ssociation

130 Seward St., No. 505
luncnu, Alaska 99301
(907) 586-9400

(907) 586-4473 Fax

April 6, 1993

Senator Drue Pearce
State Capitol (MS 3100)
Juneau, AK 99801-1182

Dear 3enator Pearce:

I appreciated the call from a member of your staff yesterday
reﬂarding your bill SB 177, which relates to salmon marketing and
enhancement taxes. The Alaska Trollers Association (ATA) does not
support this bill, or any other, that seeks to impose an additional
tax on our fleet for the purposes of marketing. Further, ATA does
not want to see the Alaska Seafood Marketing Institute (ASMI)

%eneral fund budget dollars replaced by a marketing assessment on
he fleets landings.

Troll caught fish enjoy a specialty market niche and the
marketing of our rish is somewhat different than that of other
commercially caught salmon. ATA 1is sympathetic to the marketing
dilemma confronting the net fisheries; however, we firmly believe
that any move to assess trollerG additional monies for marketing
would be wunnecessarily burdensome given our fleets®™ unique
situation.

Considerable effort already goes into the marketing of troll
caught Tfish through the Alaska Troll Processors Association,
Seafood Producers Cooperative, and independent trollers who supply
fresh or frozen product. In recent years, the trollers primary
marketing problem hao been direct competition for traditional
markets with fish farmers who are flooding title market year-round
with cheap fish — not a lack of interest in our product. There is
a ready market for troll fish, so long as the price 1is right.

Finally, our concern for ASMI stems from what we perceive to
be an improvement in services to the salmon fleets in recent years.
We note that ASMI put $800,000 into domestic marketing last year,
and has seemed decidedly more focused on salmon under the last two
administrators. ATA has been directly involved with ASMX"s foreign
marketing push on troll product, which wo believe helped to
increase French sales last season. ASMI has provided ATA the
opportunity to participate in promoting seafood in Washington, D.C,
by facilitating shipments of troll caught salmon to several events,
including President Clinton®"s 1inaugural [luncheon. ASM1 has
involved other salmon fishermen *s well. ASMI has oven helped to
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get some badly needed press for our Industry — from articles on
Glacier Bay and winter trolling to joint promotions of "seafood”
with other businesses such as Weight Watchers-, Any programs that
seek to add funds to ASMI for 1ncreased marhating of specific
sPecies should be 1in addition to existing levels of funding, or
else, what"s the point?

The "user pay" argument is loBt on ATA, because we already
know that fishermen DO PAY THEIR WAY. On average, Alaska“s
commercial fisheries return three dollars to every one that the
state invests in the ADF&G commercial fisheries, budget. We fail to
understand why the return on our fisheries is not considered enough
to provide ample funding for both marketing and the ADF6G budget.

Thank you for the opportunity to comment on SB 177. If I can

be of assistance on this or other related issues, please do not
hesitate to call.

Sinceraly,

Executive Director



FAX MEMO

TO: ASMI Board

FROM: Kim Elton, executive director
RE: Review of SB17/

DATE: March 26, 1993

ANALYSIS FOR A BILL ENTITLED:

“"An Actrelating to salmon marketing, a salmon marketing tax, and
the Alaska Seafood M arketing Institute, and providing for an

effective date."

SUMMARY

This Senate bill establishes a 1 percent tax on the ex-vessel value of
salmon, levied against fishermen.

The proceeds of the tax will be appropriated to the Department of
Commerce and Economic Development (DCED) for several purposes,
including:

1) a salmon price and market information unit;

2) professional services to salmon fishermen to develop
"annual and long-term contracts with seafood processors";

3) development of commodity standards for salmon products”;
and

4) creation of a salmon advisory council in DCED.

The remainder of the salmon fishermen tax funds (supposedly 90
percent of the annual tax, but that is not guaranteed) would be
transferred to ASMI from DCED for domestic salmon promotions.

The bill expands ASMI's board to 20 members. One large processor
loses a seat to a fisherman, one small processor loses a seat to a
fishei man and the public member is replaced by a fisherman. The
two new seats also go to fishermen. The result would be a board with
ten processors (seven large and three small) and ten fishermen.



DCED Commissioner Fuhs and legislative sources say the bill is "fast-
tracked™ for passage this session. The senate reportedly wants to
pass the bill and then cut the $983,200 in general funds slated for
domestic marketing in the proposed ASMI budget for FY94. The logic
being that the tax generates revenues of $3 million to $5 million,
much of which would go to ASMI for domestic salmon marketing.

However, the way the bill is drafted, the effective date for the new
tax is Julyl, 1994. Since no tax will be collected this fishing season,
each general fund dollar cut will come off the top of ASMI's domestic
marketing effort next year. General funds for ASMI's domestic
marketing program already have been cut 42 percent in the last two
years, from $1.7 million in FY92 to the proposed $983,200 for FY94,

Sectional Analysis

Section 1 of the bill creates several new roles for DCED. The roles
include gathering salmon price and market data, giving professional
help to salmon fishermen negotiating annual and long-term contracts
with processors (!), and creating salmon commodity standards. This
section also creates a salmon advisory committee of salmon
fishermen to advise DCED on the department's new roles.

Comments:

--providing professional assistance to one side in price
negotiations should be illegal if it is not now illegal;

—the university has three groups now doing salmon price and
market research (ISER, ACIB, and marine advisory);

--there isno formula for quality standards DCED is privy to
that hasn't been tried by industry or other government entities; and
--what is the authority of the nebulous salmon advisory

committee?

Sections 2 and 3 expand the size of the ASMI board to 20. It also
gives one of the existing eight large processing seats to a fisherman,
one of four existing small processing seats to a fisherman and the
public member seat to a fisherman. In addition, the two new seats go
to fishermen. The result is a board with ten fishermen, ten
processors and no public member.

Comments: balance can be attained by subtraction or addition. This
is an odd combination of both. The least disruptive method is to add



fishermen until there is balance and forget about cutting board
members out.

Section 4 stipulates the quorum of a20-memhber board is 12,

Comment: this is a housekeeping section to reflect the difference
between an 18-member board and a 20-member board.

Section 5 says ASMI may create a seven-member executive board
with at least three fishermen.

Comment: this committee is not mandatory.

Section 6 creates an ASMI salmon marketing committee with seven
members--four fishermen and three processors. This committee
allocates the new salmon tax dollars for domestic salmon marketing
programs. Any decision made by this committee stands unless a
super majority of the board (15 members) votes to overturn the
committee’s decision.

Comment: marketing efforts are schizophrenic when defined in
terms of "processor’ money or ‘fishermen’ money—this is a
cumbersome and unnecessary new layer, especially when board
seats are held evenly by fishermen and processors.

Section 7 authorizes the 1 percent tax on salmon fishermen. It is
collected by the buyer and remitted to the state in much the same
way as the processor assessment. The difference is the processor
assessment is appropriated to ASMI directly but the salmon tax on
fishermen is laundered through DCED where some undefined amount
‘sticks" to the department to accomplish functions outlined in Section
1. Whatever is left over is shifted by DCED to ASMI.

Comments: Commissioner Fuhs says about 10 percent would be
used for the "informational data gathering' DCED function and 90
percent would come to ASMI. There is nothing, however, that binds
the commissioner, future commissioners or the legislature to give
anything to ASMI. Under the commissioner's scenario, 10 percent
generates between $300,000 and $500,000 annually for data
gathering and other duties. That is a hell of an information program-
-it provides full employment for several new bureaucrats.



Section 8 describes how the transition from an 18-member ASMI
board (with 12 processors, five fishermen and a public member) to a
20-member board (with 10 processors and 10 fishermen) will work.

Comment: fishermen would replace a large processor, small
processor and the public member as seats become available through

term expiration or resignations.

Sections 9 and 10 sunset the tax in five years and the DCED
functions outlined in Section 1in six years.

Comment: the new functions should not be implemented at all but,
if they are, they should disappear when the tax does.

Section 11 establishes an effective date for the tax of Jan. 1, 1994.

Comments: this means no tax receipts (except for a minuscule
amount from the winter king fishery) will be available for ASMI
domestic market programs until FY95. This is especially dangerous if
legislators cut FY94 general fund dollars for domestic marketing. The
governor has already cut more than $300,000 from ASMI's domestic
market program for FY94,

Suggestions

1. Eliminate the new bureaucratic layers established in Section 1,
especially the potentially illegal provision that provides help to one
side in price negotiations. The data gathering and distribution duties
outlined for DCED duplicates other work, now being done by
university researchers and economists. ASMI, DCED and ADF&G have
often contracted with the university for the data pooling existing
budgets.

2. Expand the board to 25, keeping the large and small processor
seats, the public seat and add seven fisherman. Adding that many
fishermen will allow a good distribution of species harvesters, gear
types and fishing regions.

3. Eliminate the new ASMI committee that will distribute fishermen
tax dollars. There is no need to create separate program tracks for
harvester and processor money when the board is balanced with
processors and fishermen. In fact, this new committee is debilitating
to a coordinated promotional campaign.
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Senator Drue Pearce
District F

Sponsor Statement for Senate Bill 177

This bill establishes a 1 percent tax on the value of salmon and

is levied against the fisherman. The proceeds of this tax will
be appropriated to the Department of Commerce and Economic
Development for several purposes. Approximately 10% of the tax

will be used by the Department of Commerce:

1) to distribute to salmon fishermen market information for raw
salmon and salmon products.

2) by the department to provide professional services to
assist commercial salmon Ffishermen in developing contracts
with seafood processors for the purchase of salmon.

3) for the development of commodity standards for salmon
products.

4) fTor the creation of a salmon advisory committee within the
Commerce Department.

The remainder of the tax, approximately 90%, would be transferred
to the Alaska Seafood Marketing Institute for domestic salmon
promotions.

The bill also expands ASMI"s board to 20 members and changes the
board composition. The result would be a board with 10
processors and 10 fishermen.
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Senator Drue Pearce
District F

Differences between CSSB-177 and SB-177

This committee substitute removes the Department of Commerce
mandate to provide professional services to assist commercial
fishermen in developing annual and long-term contracts with
seafood processors.

It increases the number of people sitting on the Alaska Seafood
Marketing Institute®s Board to 24. The board composition will be
12 commercia’ fishermen and 12 seafood processors. The quorum is
increased to 14 to reflect the larger board.

It permissively allows the ASMI Board to appoint salmon marketing
committees 1in contrast to the mandated salmon marketing committee
in SB-177. These marketing committees would have an equal number
of seafood processors and fishermen appointed to them whenever
practicable.

The committee substitute mandates that only 10% of the salmon tax
can be spent on those programs run by the Department of Commerce;
the fisherman market information program, the commodity standards
program, and the salmon advisory committee. The remaining 90%
would go to ASMI for domestic salmon marketing promotions.

This CS has an effective date of July 1, 1993.

£'kPE£Aada7io«j of biFrefitjvcts
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CS FOR SENATE BILL NO. 177(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to the Alaska Seafood Marketing Institute and a salmon

marketing tax; and providing for an effective date."

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

* Section 1. AS 16.51.020(a) is amended to read:

(a) The governing body of the institute is a board of directors. The hoard
consists of 25 [18] voting members appointed by the governor. [IN MAKING
APPOINTMENTS TO THE BOARD THE GOVERNOR SHALL CONSIDER, BUT
NEED NOT APPOINT, NOMINEES PRESENTED BY PERSONS ENGAGED IN
FISH PROCESSING, THE FINANCING OF FISH PROCESSING, OR
COMMERCIAL FISHING.]

* Sec. 2. AS 16.51.020(b) is amended to read:

(b) Twelve members of the board shall be seafood processors: eight of the
seafood processors must have an annual payroll in the state of more than S2.500.000
[51,000,000 OR MORE]; four of the seafood processors must have an annual payroll

-1- CSSB 177(L&C)
Mev Tsxz Underlined [DELETED TEXT BRACKETED}
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in the state of $50,000 - $2.500.000. Twelve [$1,000,000. FIVE] members of the
board must be engaged in commercial fishing. One member of the board shall be a

I person selected by the governor.

* See. 3. AS 16.51.050 is amended to read:

Sec. 16.51.050. QUORUM. Fourteen [TEN] members of the board appointed
under AS 16.51.020 constitute a quorum for the transaction of business and the

exercise of the powers and duties of the board.

* Sec. 4. AS 16.51.090 is amended to read:

Sec. 16.51.090. POWERS OF BOARD. In carrying out the powers of die
institute, the board may

(1) adopt, alter, and use a corporate seal;

(2) prescribe, adopt, amend, and repeal bylaws;

(3) sue and be sued in the name of the institute;

(4) enter into any agreements necessary to the exercise of its powers
and functions;

(5) cooperate with a public or private board, organization,or agency
engaged in work or activities similar to the work or activities of theinstitute,including
entering into contracts for joint programs of consumer education, sales promotion,
quality control, advertising, and research in the production, processing, or distribution
of seafood;

(6) conduct, or contract for, scientific research to develop and discover
health, dietetic, or other uses of seafood harvested and processed in the state;

(7) receive contributions of money from persons;

(8) establish offices in the state and otherwise incur expenses incidental
to the performance of its duties;

(9) appear on behalf of the institute before boards, commissions,
departments, or other agencies of municipal, state, or federal government;

(10) acquire, hold, lease, sell, or otherwise dispose of property, but such
property is limited to that which is necessary to the administrative functioning of the

office of the institute;

(11) establish and maintain one or more bank accounts for the

CSSB 177(L&C) -2-
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transaction of the institute’s business;

(12) prepare market research and product development pians for the
promotion of any species of seafood and their by-products that may be harvested in
the state and processed for salej.

(13) establish committees related to the marketing of salmon and
salmon products: the board shall, to the extent practicable, appoint equal
numbers of seafood processors and persons engaged in commercial fishing to the

committees.

* Sec. 5. AS 16.51.100 is amended to read:

Sec. 16.51.100. DUTIES OF BOARD. The board shall

(1) conduct programs of education, research, advertising, or sales
promotion designed to accomplish the purposes of this chapter;

(2) promote all species of seafood and their by-products that are
harvested in the state and processed for sale;

(3) develop market-oriented quality specifications for Alaska seafoods
to be used in developing a high quality image for Alaska seafood in domestic and
world markets, and adopt and distribute recommendations regarding the handling of
seafood from the moment of capture to final distribution;

(4) prepare market research and product development plans for the
promotion of all species of seafood and their by-products that are harvested in die state
and processed for sale;

(5) submit an annual report to the governor and the legislature
describing the activities of die institute; [AND]

(6) develop marketing programs based on the "inspection™ and
"premium quality” seals designed under AS 03.05.026 [] and use the seals in
advertising and promotion efforts of the institute”

(7) collect, organize, and distribute information on prices paid and
market conditions for raw salmon and salmon products and provide this
information on a regular and timelv basis to all salmon fishermen who hold
permits under .AS 16.43. to licensed fish processors and fish buyers, and to all

nonprofit salmon enhancement organizations that hold a permit under

_ 3 CSSB 177(L&C)
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AS 16.10.400: the board shall also provide information collected under this
paragraph to the public upon request:

(8) cooperate with commercial salmon fishermen, fishermen\é
organizations, seafood processors, the Alaska Fisheries Development Foundation.
the Fisheries Industrial Technology Center, state and federal agencies, and other
relevant persons and entities to investigate market reception to new salmon
product forms and to explore the development of commodity standards and future

markets for salmon products: and

(9) establish a salmon marketing committee to assist and advise the
board in administering the domestic salmon marketing program that is funded
through the tax collected under AS 43.76: the committee shall consist of seven
persons selected bv the board, as follows

(A) four persons shall be engaged in commercial salmon
fishing and hold salmon permits under AS 16.43. of whom

(i) one person shall be a member of the board of
directors of the institute: and

(i) three persons shall be residents from different
salmon administrative areas established bv the Alaska Commercial
Fisheries Entry Commission; and

(B) three persons shall be engaged in processing of salmon.
of whom

(i) one person shall be a member of the board of
directors of the institute:

(it) one person shall be a salmon processor who is not
on the board of directors of the institute and who has an annual
payroll in the state of more than $2.500.000: and

(iii) one person shall be a salmon processor who is
not on the board of directors of the institute and who has an annual
payroll in the state of S50.000 - S2.500.000.

* Sec. 6. AS 43.76 is amended by adding new sections to read:
ARTICLE 2. SALMON MARKETING TAX.

CSSB 177(L&C) *4-
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Sec. 43.76.110. SALMON MARKETING TAX. A person holding a limited
entry permit or interim-use permit under AS 16.43 shall pay a salmon marketing tax
at the rate of one percent of the value, as defined in AS 43.75.290, of salmon that the
person removes from the state or transfers to a buyer in the state. The buyer shall
collect the salmon marketing tax at the ume the salmon is acquired by die buyer.

Sec. 43.76.120. COLLECTION OF TAX. (a) A buyer who acquires salmon
that is subject to a salmon marketing tax imposed by AS 43.76.110 shall collect the
salmon marketing tax at the time of purchase and shall remit the total salmon
marketing 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 marketing tax shall

(1) maintain records of the value of salmon purchased in die state;

(2) report to the Department of Revenue by March 1 of each year the
total value, as defined in AS 43.75.290, of the salmon that the buyer has acquired
during the preceding year.

(©) The owner of salmon removed from the state is liable for payment of
a salmon marketing tax imposed by AS 43.76.110 if, at the time die salmon is
removed from the state, the tax payable on the salmon has not been collected by a
buyer. If the owner of the salmon is liable for payment of die salmon marketing tax
under this subsection, the owner shall comply with the requirements under (a) and (b)
of this section to remit the tax to the Department of Revenue, to maintain records, and
to report to the Department of Revenue.

(d) The salmon marketing tax collected under this section shall be deposited
in the general fund. The legislature may appropriate revenue generated by the salmon
marketing tax to the Alaska Seafood Marketing Institute for the purpose of supporting
the institute’s salmon marketing program under AS 16.51.100(7) - (9) and the
institute’s domestic salmon marketing program. Except as otherwise provided in an
appropriation by the legislature, the amount of the allocation made to the institute’s
salmon marketing program under AS 16.51.100(7) - (9) should not exceed 10 percent
of the total amount of salmon marketing tax revenue appropriated for the institute.

Sec. 43.76.130. DEFINITION. In AS 43.76.110 - 43.76.130, "buyer" means

-5- CSSB 177(L&C)
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a person who acquires possession of salmon from the person who caught the salmon
regardless of whether there is an actual sale of the salmon, but does net include a
person engaged solely in interstate transportation of goods for hire.

* Sec. 7. TRANSITION FOR MEMBERS OF THT BOARD OF DIRECTORS OF THE
ALASKA SEAFOOD MARKETING INSTITUTE, (a) Notwithstanding AS 16.51.020(b),
as amended by sec. 2 of this Act, a person who is serving as a member of the board of
directors of the Alaska Seafood Marketing Institute on the day before the effective date of
sec. 2 of this Act may continue to serve as a member of the board for the remainder of the
term to which the person was .appointed.

(b) As soon as practicable after the effective date of sec. 1 of this Act, the governor
shall appoint seven persons engaged in commercial fishing to the new memberships created
on the board of directors of the Alaska Seafood Marketing Institute by secs. 1 and 2 of this
Act. Notwithstanding AS 16.51.030, the governor shall appoint two persons appointed under
this subsection to one-year terms, two persons appointed under this subsection to two-year
terms, and three persons appointed under this subsection to three-year terms.

* Sec. 8. AS 43.76.110, 43.76.120, and 43.76.130 are repealed June 30, 1999.

* Sec. 9. AS 16.51.100(7), 16.51.100(8), and 16.51.100(9) are repealed June 30, 2000.

* Sec. 10. Section 6 of this Act takes effect July 1, 1993.

CSSB 177(L&C) -6-
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(907) 586-9400
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April 13, 1993

Senator Tim Kelly, Chairman

Senate Labor and Commerce Committee
State Capitol (MS 3100)

Juneau, AK 99801-1182

Dear Senator Kelly:

The Alaska Trollers Association (ATA) would like to comment on
SB 177, which relates to salmon marketing and enhancement taxes.
ATA doee not support this bill, or any other, that seeks to impose
an additional tax on our Tfleet for the purposes of marketing.
Further, ATA does not want to see the Alaska Seafood Marketing
institute (ASMI) general fund budget dollars replaced by a
marketing assessment on the fleets7 landings.

Troll caught Ffish enjoy a specialty market niche and the
marketing of our Tfish is somewhat different than that of other
commercially caught 3almon. ATA is sympathetic to the marketing
dilemma confronting the net fisheries; however, we Tirmly believe
that any move to assess trollers additional monies fTor marketing
would be unnecessarily burdensome given our Tfleets®™ unique
situation.

Considerable effort already goes into the ting of troll
caught fish through the Alaska Troll Process.-j.s Association,
Seafood Producers Cooperative, and independent trollers who supply
fresh or frozen product. In recent years, the trollers primary
marketing problem has been direct competition Tfor traditional
markets with fish farmers who are flooding the ?arket year-round
with cheap fish — not a lack of iInterest in our product. There 1is
a ready market for troll fish, so long as the p:ice-is right.

Finally, our concern for ASMI stems from what we perceive to
be an improvement iIn services to the salmon fleets In recent years.
We note that ASMI put $800,000 into domestic marketing last year,
and ha3 seemed decidedly more focused on salmon under the last two
administrators. ATA has been directly involved with ASMI®s foreign
marketing push on troll product, which we believe helped to
increase French sales last season. ASMI has provided ATA the
opportunity to participate, in promoting seafood in Washington, D.C.
by facilitating shipments of troll caught salmon to several events,
including President Clinton®s 1inaugural [luncheon. ASMI  has
involved other salmon fishermen as well. ASMI has even helped to

P.
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Page 2

get some badly needed press for our industry — from articles on

Glacier Bay and winter trolling to joint promotions of "seafood"
with ether businesses such as Weight Watchers. Any programs that
seek to add funds to ASMI Tfor 1increased marketing of specific
species should be in addition to existing levels of funding, or
else, what"s the point?

The "user pay"™ argument is lost on ATA, because we already

know that Ffishermen DO PAY THEIR WAY. On average, Alaska“s
commercial Tisheries return 3:1 on every dollar that the state
invests in the ADF&G commercial TfTisheries- budget. - We fail to

understand why the return to the state from our fTisheries is not
considered enough to provide ample funding for both marketing and
the ADF&G budget.

Thank you for the opportunity to comment on SB 177. If 1 can
be of assistance on this or ether related issues, please do not
hesitate to call.

Sincerely,

P. 03
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AMENDMENT

OFFERED IN' THE SENATE
TO: DRAFT TO CSSB 177(L&C), (Version O, dated 4/13/93)

Page 1 line 1
Delete "and"

Insen

Page 1 line 2, after 'tax

Insen ", and reduction of the salmon enhancement tax"

Page 4, following line 29:
Insen a new bill section to read:
"* Sec. 6. AS 43.76 is amended by adding a new section to read:
Sec. 43.76.023. REDUCTION OF SALMON ENHANCEMENT TAX. (a)
If a salmon marketing tax levied under AS 43.76.110 - 43.76.130 is in effect, a
salmon enhancement tax levied under AS 43.76.010 may be reduced to a two percent
salmon enhancement tax by the commissioner of revenue upon majority vote at an
election held under AS 43.76.015 in the region in which the salmon enhancement tax
is levied.
(b) A salmon enhancement tax shall be reduced by the commissioner of
revenue under (a) of this section following an election in a region if
(1) a petition is presented to the commissioner of commerce and
economic development requesting reduction of the salmon enhancement tax that is
signed by at least 25 percent of the number of persons who voted under AS 43.76.015
in the election approving the salmon enhancement tax in the region:
(2) the commissioner of commerce and economic development
determines that the reduction of the salmon enhancement tax to two percent will not

significantly jeopardize repayment of outstanding loans to the qualified regional



81.304a\D.1

association under AS 16.10.510 that are secured by the tax:

(3) an election is held in accordance with AS 43.76.015(a), (c), and
(d); the ballot must ask the question whether the salmon enhancement tax for the
region shall be reduced to two percent; the ballot must be worded so that a "yes" vote
is for reduction of the salmon enhancement tax to two percent and a "no" vote is for
continuation of the three percent salmon enhancement tax:

(4) a majority of the eligible interim-use permit and entry permit
holders who vote in the election cast a ballot for the reduction of the salmon
enhancement tax; and

(5) the qualified regional association provides notice of the election
in accordance with AS 43.76.015 within two months after receiving notice from the
commissioner of commerce and economic development that a valid petition under (1)
of this subsection has been received.

(c) An election to reduce a salmon enhancement tax under this section shall
be held within 90 days after the commissioner of commerce and economic
development receives a valid petition under (b)(1) of this section, unless the
commissioner authorizes an extension of the election date in order to provide for an
orderly election.

(d) If approved, the reduction of the salmon enhancement tax takes effect on
the date set out in the ballot.

(e) If the salmon marketing tax levied under AS 43.76.110 - 43.76.130 is
repealed, then on the effective date of the repeal of the salmon marketing tax, the

salmon enhancement tax is automatically reinstated in a region that has
voted to reduce the salmon enhancement tax under this section, so long as the salmon
enhancement tax in the region has not been terminated or amended under
AS 43.76.015 or 43.76.020 after the salmon enhancement tax is reduced under this

section."

Renumber the following bill sections accordingly.

Page 6, line 18:

Delete "Section 6"

WimiBTBYdinmnnTrrrtaranfedfeti fiiiin w b mnattririMmreTnn-



Insert "Section 7"
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4/13/93

CS FOR SENATE BILL NO. 177(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred

Sponsor(s):  SENATE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
An Act Yrelating to the Alaska Seafood Marketing Institute and a salmon

marketing tax; and providing for an effective date,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

* Section 1. AS 16.51.020(a) is amended to read:

(a)\ The™governing body of the institute is a board of directors. The board
consists {of 25. [18] /oting members appointed by the governor. [IN MAKING
APPOINTAEBNTSIO THE BOARD THE GOVERNOR SHALL CONSIDER, BUT
NEED NOT APPOINT, NOMINEES PRESENTED BY PERSONS ENGAGED IN
FISH PROCESSING, THE FINANCING OF FISH PROCESSING, OR
COMMERCIAL FISHING.]

* Sec. 2. AS 16.51.020(b) is amended to read:

(b) Twelve members of the board shall be seafood processors: eight of the

seafood processors must have an annual payroll in the state of more than S2.500.000

[$1,000,000 OR MORE]; four of the seafood processors must have an annual payroll

CSSB 177<L&C)
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in the state of $50,000 - S2.500.000. Twelve [$1,000,000. FIVE] members of the
board must be engaged in commercial fishing. One member of the board shall be a

lay person selected by the governor.

* Sec. 3. AS 16.51.050 is amended to read:

Sec. 16.51.050.- QUORUM. Fourteen [TEN] members of the board appointed
under AS 16.51.020 constitute a quorum for the transaction of business and the

exercise of the powers and duties of the board.

* See. 4. AS 16.51.090 is amended to read:

Sec. 16.51.090. POWERS OF BOARD. In carrying out the powers of the
institute, the board may

(1) adopt, alter, and use a corporate seal;

(2) prescribe, adopt, amend, and repeal bylaws;

(3) sue and be sued in the name of the institute;

(4) enter into any agreements necessary to the exercise of its powers
and functions;

(5) cooperate with a public or private board, organization,or agency
engaged in work or activities similar to the work or activities of the institute,including
entering into contracts for joint programs of consumer education, sales promotion,
quality control, advertising, and research in the production, processing, or distribution
of seafood;

(6) conduct, or contract for, scientific research to develop and discover
health, dietetic, or other uses of seafood harvested and processed in the state;

(7) receive contributions of money from persons;

(8) establish offices in the state and otherwise incur expenses incidental
to the performance of its duties;

(9) appear on behalf of the institute before boards, commissions,
departments, or other agencies of municipal, state, or federal government;

(10) acquire, hold, lease, sell, or otherwise dispose of property, but such
property is limited to that which is necessary to the administrative functioning of the
office of the institute;

(11) establish and maintain one or more bank accounts for the

CSSB 177(L&C) .
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transaction of the institute's business;

(12) prepare market research and product development plans for the

promotion of any species of seafood and their by-products that may be harvested in

the state and processed for sale”

(13) establish committees related to the marketing of salmon and

salmon products: the board shall, to the extent practicable, appoint equal
numbers of seafood processors and persons engaged in commercial fishing to the

committees.

* Sec. 5. AS 16.51.100 is amended to read:

Sec. 16.51.100. DUTIES OF BOARD. The board shall

(1) conduct programs of education, research, advertising, or sales
promotion designed to accomplish the purposes of this chapter;

(2) promote all species of seafood and their by-products that are
harvested in die state and processed for sale;

(3) develop market-oriented quality specifications for Alaska seafoods
to be used in developing a high quality image for Alaska seafood in domestic and
world markets, and adopt ana distribute recommendations regarding the handling of
seafood from the moment of capture to final distribution;

(4) prepare market research and product development plans for the
promotion of all species of seafood and their by-products that are harvested in the state
and processed for sale;

(5) submit an annual report to the governor and the legislature
describing the activities of the institute; [AND]

(6) develop marketing programs based on the "inspection” and
"premium quality" seals designed under AS 03.05.026 [,] and use the seals in
advertising and promotion efforts of the institute®

(7) collect, organize, and distribute information on prices paid and
market conditions for raw salmon and salmon products and provide this
information on a regular and timelv basis to all salmon fishermen who hold
permits under AS 16.43. to licensed fish processors and fish buyers, and to all

nonprofit salmon  enhancement organizations that hold apermit under

-3- CSSB 177(L&C)
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AS 16.10.400: the board shall also provide information collected under this
paragraph to the public upon request:
(8) cooperate with commercial salmon fishermen, fisherinen’sl
organizations, seafood processors, the Alaska Fisheries Development
the Fisheries Industrial Technology Center, state and federai-<iT”nctt3g?<g” vQth€r
relevant persons and entities to investigate market >i*eception fo new salbadn
product forms and to explore the development of comfnoditv staffd ar-ds and
markets for salmon products: and
(9) establish a salmon marketing committee to assist aJatfadvise the
board in administering the domestic salmon marketing program that is funded
through the tax collected under AS 43.76: the committee shall consist of seven
persons selected bv the board, as follows
(A) four persons shall be engaged in commercial salmon
and hold salmon permits under AS 16.43. of whom
(i) one person shall b her., of the board of
directors of the institute: and
(if) three persons shall be/residentsArom different
salmon administrative areas established bv the~flaska Commercial
fsheries Entry Commission; and
(B) three persons shall be engaged in processing of salmon
of whom
(i) one person shall be a member of the board of
directors of the institute
(i) one person shall be a salmon processor who is not
on the board of directors of the institute and who has an annual
payroll in the state of more than S2.500.000; and
(in) one person shall be a salmon processor who is
not on the board of directors of the institute and who has an annual
payroll in the state of S50.Q00 - $2.500.000.
Sec. 6. AS 43.76 is amended by adding new sections to read:
ARTICLE 2. SALMON MARKETING TAX.

CSSB 177(L&C)
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Sec. 43.76.110. SALMON MARKETING TAX. A person holding a limited
entry permit or interim-use permit under AS 16.43 shall pay a salmon marketing tax
at the rate of one percent of the value, as defined in AS 43.75.290, of salmon that the
person removes from the state or transfers to a buyer in the state. The buyer shall
collect the salmon marketing tax at the time the salmon is acquired by the buyer.

Sec. 43.76.120. COLLECTION OF TAX. (a) A buyer who acquires salmon
that is subject to a salmon marketing tax imposed by AS 43.76.110 shall collect the
salmon marketing tax at the time of purchase and shall remit the total salmon
marketing 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 marketing tax shall

(1) maintain records of the value of salmon purchased in the state;

(2) report to the Department of Revenue by March 1 of each year the
total value, as defined in AS 43.75.290, of the salmon that the buyer has acquired
during the preceding year.

(©) The owner of salmon removed from the state is liable for payment of
a salmon marketing tax imposed by AS 43.76.110 if, at the time the salmon is
removed from the state, the tax payable on the salmon has not been collected by a
buyer. If the owner of the salmon is liable for payment of the salmon marketing tax
under this subsection, the owner shall comply with the requirements under (a) and (b)
of this section to remit the tax to the Department of Revenue, to maintain records, and
to report to the Department of Revenue.

(d) The salmon marketing tax collected under this section shall be deposited
in the general fund. The legislature may appropriate revenue gepefated by the salmo?
marketing tax to the Alaska Seafood Marketing Institute fojme purpose ofsupporting
the institute’s salmon marketing progran under AS Z6.51.100(7) - and the
institute’s domestic salmon marketing program. Except\as otherwise provided in an
appropriation by the legislature, the amount eu theHiioeaa&n made to the institute’s
salmon marketing program under AS 16.51/100(7) ~"TuShoulti jnoLcxceed-1Q-per
of the total amount of salmon marketing tlx reventie appropriated for the institute.

Sec. 43.76.130. DEFINITION. In AS 43.76.1iC.~3.76.130, "buyer" means

.5 CSSB 177(L&C)
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a person who acquires possession of salmon from the person who caught the salmon
regardless of whether there is an actual sale of the salmon, but does not include a
person engaged solely in interstate transportation of goods for hire.

* Sec. 7. TRANSITION FOR MEMBERS OF THE BOARD OF DIRECTORS OF THE
ALASKA SEAFOOD MARKETING INSTITUTE, (a) Notwithstanding AS 16.51.020(b),
as amended by sec. 2 of this Act, a person who is serving as a member of the board of
directors of die Alaska Seafood Marketing Institute on the day before the effective date of
sec. 2 of this Act may continue to serve as a member of the board for the remainder of the
term to which the person was appointed.

(b) As soon as practicable after the effective date of sec. 1 of this Act, the governor
shall appoint seven persons engaged in commercial fishing to the new memberships created
on the board of directors of the Alaska Seafood Marketing Institute by secs. 1 and 2 of this
Act. Notwithstanding AS 16.51.030, the governor shall appoint two persons appointed under
this subsection to one-year terms, two persons appointed under this subsection to two-year
terms, and three persons appointed under this subsection to three-year terms.

* Sec. 8. AS 43 76.110, 43.76.120, and 43.76.130 are repealed June 30, 1999.

* Sec. 9. AS 16.51.100(7), 16.51,100(8), and 16.51.100(9) are repealed June 30, 2000.

* Sec. 10. Section 6 of this Act takes effect July 1, 1993.
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CS FOR SENATE BILL NO. 177( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to the Alaska Seafood Marketing Institute and a salmon

marketing tax; and providing for an effective date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.51.020(a) is amended to read:

(@ The governing boav of the institute is a board of directors. The board
consists of TZ4* [18] vodng members appointed by the governor. J In making
appointments to the board, the governor shall consider, but need not appoint, nominees
presented by persons engaged in fish processing, the financing of fish processing, or
commercial fishingM

* Sec. 2. AS 16.51.020(b) is amended to read:

(b) Twelve members of the board shall be seafood processors: eight of the
seafood processors must have an annual payroll in the state of more than S2.500.0QQ
(51,000,000 OR MORE]; four of the seafood processors must have an annual payroll
in the state of 550,000 - 52,500.000. Twelve [51,000,000. FIVE] members of the

-1- CSSB 177( )
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board must be engaged in commercial fishing. £ONE MEMBER OF THE BOARD
SHALL BE A LAY PERSON SELECTED BY THE GOVERNOR.?
* Sec. 3. AS 16.51.050 is amended to read:

Sec. 16.51.050. QUORUM. Fourteen [TEN] members of the board appointed
under AS 16.51.020 constitute a quorum for the transacdon of business and the
exercise of the powers and dunes of the board.

* Sec. 4. AS 16.51.090 is amended to read:

Sec. 16.51.090. POWERS OF BOARD. In carrying out the powers of the
institute, the board may

(1) adopt, alter, and use a corporate seal;

(2) prescribe, adopt, amend, and repeal bylaws;

(3) sue and be sued in the name of the institute;

(4) enter into any agreements necessary to the exercise of its powers
and functions;

(5) cooperate with a public or private board, organization, or agency
engaged in work or activities similar to the work or activities of the institute, including
entering into contracts for joint programs of consumer education, sales promotion,
quality control, advertising, and research in the production, processing, or distribution
of seafood;

(6) conduct, or contract for, scientific research to develop and discover
health, dietetic, or other uses of seafood harvested and processed in the state;

(7) receive contributions of money from persons;

(8) establish offices in the state and otherwise incur expenses incidental
to the performance of its duties;

(9) appear on behalf of the institute before boards, commissions,
departments, or other agencies of municipal, state, or federal government;

(10) acquire, hold, lease, sell, or otherwise dispose of property, but such
property is limited to that which is necessary to the administrative functioning of the
office of the institute;

(11) establish and maintain one or more bank accounts for the

transaction of the institute’s business;
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