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W  blade each .(JJ) Bow, Irtvm or gri:
(C; Si«fto, aa-Ji - - m u m .
&) C*OTfc£>«, each.....
OS) D»*r. 0«*-"u ..............
(?) Eli*, efl^1........
IG) Gcm, er<*...............
(J?> tfp tiw i, e a c h ..................(I) Shew, 0f*4h.................
(J) V/elf, tfseh...................A nouwwdotit ia not required smlf in# to tttlt'J a wclf jr. a ga'cv w>hnage:rr.eni; usit (bn Bovtrd of Game ha.* adcpted au intensive pwitps’oBnt pmgrem under A£ I f  0S.26o for all or ptrirei of tha game mansg<ic.-ant iwtit.(K) Wolverine, each  ...................................175
(L) £4usk OJCUl, 6Her.i................................... 1,100(16) Kerident biff grnn* u -a(A) Bear,brewr;Of grssitlv,*&■■••  $5JS31m, Bawd of Game may, by regu.r.ticu sifottive for uct mors than o»e yew, eli»ifrv.*.ta the resident 

browc or Btixxly bear tag and foe for all or a portion of a a fad b macejBcsent unit.
(B) MuhH oj*b , each.......................................£00Howctct, the Board of G,as« kj>v by regulation reduce or eliminate the foe for a mjdent big gnrne t»s for inuok own for at open(17) Waterfowl eonfcBriution tu f  ....................$B(A) A pereon mny t.ot engage in waterfowl hunt­ing Without k&nng tha current yr?wk watcrford tog in the pemra’e ortual pooscBBion, unlrao thta person(i) qualifies for a f  5 lioemse fet> ur.dor (6) of thi9 Bubeuction;(ii) ia a reuidoat under the act or ifj;.(isi^fo60 ycfarê of nge oy.plde-; ivr.d ie a reeidftut;. 

'iiv fia 't diwbtod veteran eligibU- for afre» liceeeeunder AS 18.05.341.(B) The Board of Game shall by regulation es- etupi th« requirement of a waterfowl conservation tag for waterfmvl hunting in aro.-«L‘ of the stato not likaly to heansfit from  programs debcribfad in AS 
16.C5.1S0(bK2) — (4).(IB) Gome forming(A) Game mammal or game reptile forming bien- nial license  ........................    $2SD(B) Game bird forming biennial license 50(10) Nonresident small game hunting lieeaBe 20(20) Njmmufont alien hunting licunwe  SCOA nonretidMntalien may not .tabs a big game aniraul 
without pravicuUy purchasing n numbered, nan- tiMBforsblei'bppwpnsic tag, iesc^ ’^?vr (21) cf this lubwctifln. The teg must be a&tsd to the floxavfil in^nadiotely .upon capture and must remain ofluwd unta-ithe animal is prepared tor storage, coauMunsd; or.aroorted, A tag reiued but ant used for an flnlfogl may be need to satisfy the. tagging re- qtureaiHnt for an animal of any othsr species for which the tag £m is of equal or lee* value,(21) Naureudont alien big gams tags(A) Bear, black, each..................  3800(B) Besr, brown or grizzly, each ..........6E0

(C) uttck ...
( D )  C i t i f c o u ,  o s c h(Z) Betsr, each....O’) Ell?., curb
(G )  G im i , e f t d :  . , . ,  
C K ) M oofau . e tv> . .
(I) Mush osen. each...................................1,500(J) Sheep. ..............................................SoUCK) Wolf, eacli..................................................50A naru’tbulcot aiiec is not require:! to hn*̂ . a non­resident aliert‘wolf tag to take a voif in j gome 

zsantiiitnont Vmit if the Beard of Gases 1uw iulopttd an intensive management pregnuo uud-*.J • AS 1E.0B.S5S for {ul or a portion of tho gore fa munni'f- motit unit..(j.L3rolver nivi;Bch- , ■ ,, i rrr.(22) Chitina ̂ «saftW/h> sbIiqtc dip n*t dioing N 
permit ■....-mm^! u5t ow ^ m  •(̂ S) Resident aaadramoue king Bahnori tc* 10 A resident w«l" not engage in sport fiahia^ f*sr anadremoue Iti’ag salmon without having tb<- c»j- 
rent ycar’fl anadrpraoue king aalsinn ic. tha rKDidept’a actual possession, unleea tliat pKrtr-u

(A) qualifier for a 26 cent liesnue foe tnicur (1) of 
*y~ eubECction;

IB) sc under the age of 16;(C) ia 60 years of age or oldor icd hoe been a resident of tha stata for at least or.< ysw;(D) ie a dieublsd veteran eligible for a fre« licen.̂ . uuder AS 16,05.841; or(E) qualifies for a 85 liconee fee und:vr (65 of this ffifonection.(24) Ncmresidoiit unadroiaeus kiag salnrno — vailc for the period inBaibed or she. . (A)_for a ono-day tag  ..................   3 10'CB)‘ fdr a three-day tag  ...................  20(C) for a BBven-day tag....................   SO(D) for a 14-duy tag   ..............................60(E) for an annual tag  .......................ICO.A nonracident may not engage ia sport fiflhing for auadrumnus king salmon without hatit? a val;i anadromouB king salmon tag in the peuon'a sctuti puBBesrion, unless that person is unberths atfs of 16. Wembcro of tho imlitary oervi£< on active duly why are pencauestly stationed in tha etite, and th>iir dopt.ndoc.tD, who do not qualify as reaidont* mndvr 
AS 16 05.640, may obtain on annual houreeiflmic militarjr nnadromous king salmon tag for ̂ 50.

(b) The nnumlpsioQDr may iauue without cost- a permit to volloct fish and game, including fur an:- ^~b, eubjact to Umitations and pnjvirioue that ar* appropriate, for a eeieatific, propagative, or educa­tional pmpose. Tho coauniaBionar olco may i*3u-s a p^ —h for tht= coUeetiim of bivalve spet for use xn ccmnoction with on aquatic form. In addition,' the eommiuiiioDor shall issue a permit for tha coBoeting of wild, fiir Huimale for improving tha genetic stock of fur farm animals. Permits issued under this eubcwe- hon ahatt be in accordance With currant oustained yield management practices for the aperies of wild game for which the permit is requested. Tho annual



§ 16.05.8121 FJSK AND GAMS

tie,, but mnitec pvrtpwul ar: aoi nquiwi to «t>7ivoly witb 
Uccri&ir.y *icuiirap»cs wbilt on. reamratuin 1C.-H Op. A^V
No s,

eincr ̂ VS J6,06.S4D( J*) doo i rot ffract epeeis! reatdant privOegf.i 
to HilliptTy pouronrol, |)b4ib la a wquiBitt, (at reuvbiuj w 
pu^biup lio»UP«s fo*Ufid Or, nuKUn> rnH*r»arioni usslii'- HO U.E.C. 
8071(aJ (2); tbay ezuxiuit K' requinw to do oo. 186* Op. tJA'j G-n. 
So. a.

CcfUtiruinfrUuuacctior. and AS 16.CC J3<io ojjiiuiii fadoi kX law fiO 
U.B.C. i  3Sri{K)),ntnfc-steirofcfa»ouItt*^te)ic dc<#ea.'R\udi|̂ iu 
a mMBw* uopiv AS 16X£,9i<X20) u  not nquinK to ei’te'r ten 
AJflo3a tmppiatf femnB to cruo on mflifciry ]aci>>. 1S7'< Cp. AWry 
Gar. So £L

•ef, .-a SMKSTOIMCCWlQSa................_
uTil . ir'T • •
o BtoaJ rsaideony tvquiixmasrt imacjirtitaiHtmKj, ~'Tb->s*- 
qpbvpaot emtafciM in the 1BMS puhnatnvoa jtotmti (cfc. 61, BLA 
U M , ties oii: mutt wldo (o a nm l i m  ir or6u tc rortirip**-- in 
ocb»i«unc* bunting end Ostia*1. AJttfkn Const., art, VE,
44 S, IS, ond 17. MtDwrol) v. Btete, 7BC £34 1 (AlanW. J680). 

Applied In euta v. GraytSTl, 6fr5 P.Jd 7SE (AJwto 10SS),

CoUsutnl nfworrech — SS Am. Jur. 3d, FV*i ft Goun, i  4*. 
ad C J S *  Gaae, } IE.
Applicability a* state Satins lieaoie lav* or otter public raguJa- 

tbnr to ft.King in private U »  or pond. 16 ALkfd 75^
Eight to hiD (Mob in default of paiton or propane SO ALRld 

1868.
Public ri*bti of recreational beating, fishing, tvapinr. or tl< lE-x 

in inland etnare tha fctd or wbleh ia privately owrud. 6 AtRstK 
1030. _ i  _

Sn. IS,06.321, Eik fanning. [Renwnbemd aa AS 16.40.050.]
Opinions a t attorney gaoent — AS 16.0S,MC(El sad AS 

16,0b,801 Ibl imply authority fjrlbe Deparassqt of J'iab and Gfttee 
to interpret the Ura *olh* and to totdc it to tpactfe apatite, 
tubrprtiw, or other doaaiftcatieas of animals that would eenuaonly 
be tbonfihi of in tha UWttd Btatea as •alb* Jan. IB. 1B3S Op. Aft’y 
Gan.

Although AS IE,00.931(e) specifically oddrrwero a permit "irtnn 
tha daptrrmeat,*w» beltov* tha inteotioo of th» Icjjolotxnx was to 
prebibit both tbs Department of Fish ond Game aoid tho Board of 
ctaae ftrsnv rutrirtir* Impott, upoqrt, or powateion of lawfUliy 
e * W  alb, Jon. IB. IBBB Op. Alify Gtn.

See. S6.05.335. Compliincmuxy JkanwB, Tbs commiaedoner shall annually. At the request of the governor, provide the governor with Dot more than 50 complimentary fishing and hunting licensee end appropriate big game tags which the governor may distribute to distinguished visitor? to the state for their use in any one season during thair visits to tilt state, The complimentary heenaa fo; spart fishing or hunting or bath shall be inscribed by the governor with the inclusive dates for its authorized um. The governor shell advise the department on any com­plimentary isauoncoa, which information ahull be available to the public, (§ 1 art II eh 04 SLa 1959; ozn§ 1 ch 61 SLA 1962; am § 1 ch 31 BLA1968; am § 1 ch 6 SLA 1965; am E.O, No. 73 § 2 (1089))
Rfirct of iuDetulm<HUL — Tho 1896 aa«ndiwnt, etfactiva 

March II, 1969, deleted "of iwboub" fifilcnriAg *commiocioiier' (a 
tho tjnrt iiftiteuu,

Bet. lti.05.34Q. XdsBOMflr permit, Wadtatffetu*. (oj Fees far li^tawjvpemito, and tagd ar.8 Bd fol-
(1) Easidero epori^hing licsnsa  ............ $ 15However, 26 cents for a rorident who iablind. i ^(2) Beeidant hunting Hcenae  ...........................25
(8) IbawdBnt hunting and trapping licenae ..,,29(4) Rasidsnttxtvpysnglicenflo . . . . . . .. ...a.'..,^;_15(5) Barident hunting and Dpert fishing llcenBeSQ
(6) jheBMiam hunting, trapping, and, sport flBhing. licsnee » !(A) however, th  ̂fee ia |5  far an applicant who(i) id reeemog or hns reeaiv«d urista&ea duringthe pvceding an months undar any state or federal welfare program to aid tho indigent; or •' ^td) has an annual family gross income cMom than $8^00 for ih« year preceding application;(B) a peflwu paying $5 for a reoidact hunting, trapping, end sport fishing license moot provide proof of eligibility under this paragraph when re­quested by the deportment,(7) Nonresident aport fishing license — valid for tho period inscribed on the hceuso(A) Far 14-day license..................................9 £0(B) For seven-day license.................................20(C) For three^oy license................................. 20(D) For one-day licansG.................................... 1C(8) Narpecidcnt asnucljport fihhinglicmxaj^ j.Q0_ ” (9) Nonresident hunting h'censo......................'83(10) [fopealed, § 10 ch 7 4  SLA m i ,  effective 

January 1, 1B98JA nonrcridenp may not talcs a big-gnme animal without previously purchasing a numbered, mm- trgnaforablo, appropriate teg, issued nsder (16) of this subsection. The tag .must bo affixed to the animal immediately upon capture and must remain affixed unto the animal is prepared for utarego, consumed, or exported. A teg iseusd but not used for an animal may bo ueod to aatis r̂ the tagging re­quirement for an animal of any other species for which tha tag foe fa of oqual or lees value.(11) Nonresident hunting and trapping licence  ...................   3259(12) Far dealers(A) Seeident for dealer biennial license, , , , ,  160(B) Nonresident for dealer biennial license GOO(13) Tkridanniste(A) Rooident taxidermy biennial Ucwise ..... 200(B) Nonresident taxidermy biennial Ucmse 500
(14) Aquatic farming triennial license . . . . . . . 400(15) Nonresident big game tagsA no tire aidant may not take a big game animal without previously purchasing a numbered, non- transferable, appropriate tog, issued under this paragraph. The teg must be affixed to the animal immediately upon capture and must remain affixed until tho animal fa prepared for storage, consumed, or exported. A tag fasnod but not used for an Animal may be used to satisfy the tagging requirement for on animal of any other spoons far which the tag fise 

ia at equal or less value,
8 0



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

PIsase en ter into the recond my testimony to the tjovise. R g j c u r c c s
it s, com m ittee nam e

committee on _ rr 15 ZQ<° t dated F.eb Ih  t-Qq g  .
bill/ subject ~

X  <J*h P i n / h  l y  o p p o s e d  d o  f  (<*<- P h y  C r q h t z s  u n d e r  / i,c
- p 4 j  r e  y  u ( \ r e , v h ,  c t n t T  j t Q r h  G f S o  r e c d . 0 / 1 n y  t A e  ^ T

Licetjjge. e x e m p t ; O h  P o t  c r a n e s .

T h e S i C  - p h J o  c h a n y e s ^  i  P p < *  S S e d  t i j / J f  - f t / m  c t e j r e  / l u t f i / ' ^ y

i r t ' P o  o t t o / h e r  e / p e t i s / r - e  - e / i  c /e < i i / o r  o k t y  p e r  / h . e  r i c h  s p e r k s n K t y ,  

X P h / i d  h u r P  p h o s e .  C i t h o  a r e  f e o . ^ ' P  u B f e  Pc> b e q r  f h e  

^ t / e r  t t o c r c q s m j  e x p e n s e s  &  r><Jp * ] p e r  t u o r f a .  ^

f o r  p h c  y r % e < d ~  / t u n P c r ^  n / h o  o . c c  t W ^  P e e d s  U p  P a t h h j ,  

p - r o t h  k / U J  d w d /  n o  / o n j t r  b e  C o S - f < ? f F e e / i < / < L  d o

o c o a s io n # / /y  s^pplifa 'erd~  U e  w d l \  & crctn-e., 77n$ i s  houJ 
o u t  p cw \i(y h a s  h u n d e d  e l i t e s  /*» U lu p u d  h /fr e h  f a d /
fHa,hto hot h d ers  Qrc COCiCerh uJ/ / h /ru n //M y  h iy y y p fa e . -  / / / & e

f a o o S g -  * X o  /*7 e  a  ir e . / o o  b u s y  a  /< % // d o  A u h /
h u d  s p e c / Tiat//y  c r u r e s  / 5  o p f a h  P o o  i h j p r c t d i c q  /  -/-& o /o .

T h e y  < z r e  o P f c { *  « n  / h c c c / e * ^ /  ( \ n * r f ~ .  p u r / h e r  F H O r e  P k e  y  P y

P o  (? h u n ~ f a . r  / S  P o r h c t h - t i / e  d o y e T ~  e . t f ' C . h .  £ ? ^ e ,  A - d d /n y

f h e  c o S ^ c P  4 d ^ y  / °  /h c S  o n e  cr< 4 m e  t h a k e s  i 'd  <*u
^ X p e m K5/V e, c r a h p .

M o o s e .  h u n T t t i a  i n  c o n t r a s t  h a s  b e c o m e  4  p n S S  T / m ^

p o r  / h e .  r~< C > h h u h d c r  ^ C v h o  P l y  k /o .ty  O i * . i ~ c < h d

L c f s  L e e *  v e  S o h h e .  o p p o r f a n l / l e s  p o r  f n o s - e  u / l \ o  $ / U /

i r y f a m a , k e  h u d  f a y  c o s k - e P f a c . f i i / e . .

S igned : P * £ u rX  Q a J & i
Testifier
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W ORK D R A F T

CS FOR HOUSE B ILL NO. 227(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTY-FIRST LEGISLATURE - FIRST SESSION

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

O f f e r e d :
R e f e r r e d :

S p o n s o r ( s ) :  R E P R E S E N T A T I V E  O G A N

A B ILL 

FOR AN ACT ENTITLED 

"An Act modifying the Department of Natural Resources’ power to control and 

manage certain land within the Hatcher Pass Public Use Area and making that 

land available fo r selection by the Matanuska-Susitna Borough."

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

* Section 1. FINDINGS OF FACT. The legislature finds that making the lands specified 

in sec. 2(b) o f this A ct available to the M atanuska-Susitna Borough for selection and 

conveyance is consistent with the testimony and position of the D epartm ent o f Natural 

Resources at the time the Hatcher Pass Public Use Area was created. Furthermore, the 

selection is consistent with that area of the public use area that is contained within the 

development lease and authorized for development purposes in the Hatcher Pass M anagem ent 

Plan, as amended.

* Sec. 2. A VA ILA BILITY  OF H ATCHER PASS PUBLIC USE AREA LAND FOR 

GEN ERA L GRANT LAND ENTITLEM ENT OF THE M ATANUSKA-SUSITNA 

BOROUGH, (a) N otw ithstanding the reservation of land, designation o f the reserved land

-1 -  C S H B  2 2 7 ( R E S )
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as the H atcher Pass Public Use Area, and assignment of control and managem ent o f the land 

to the Department o f Natural Resources made by AS 41.23.130, and notwithstanding selection 

procedures applicable to municipal general grant land entitlements under AS 29.65.010 -

29.65.140, the acreage necessary to accommodate the Hatcher Pass Ski Area, including a 100- 

foot right-of-way, parking, maintenance, a  day lodge, a ski lift base, a trail head, and utilities, 

not to exceed a total o f 160 acres of the land described in (b) of this section, is available for 

selection by and, subject to AS 38.05.035 and 38.05.945 and a finding o f com patibility with 

the Hatcher Pass M anagem ent Plan as amended in November 1989, may be conveyed to the 

M atanuska-Susitna Borough to fulfill the borough’s general grant land entitlem ent under 

AS 29.65.010 - 29.65.140.

(b) The M atanuska-Susitna Borough may select the acreage described in (a) o::' this 

section from the following land within Township 19 North, Range 1 East, Sew ard M eridian, 

that is part of the Hatcher Pass Public Use Area:

Section 2: S1/2SW 1/4SW 1/4 

Section 10: E1/2E1/2 

Section 11: Tract A 

Section 14: Tract A 

Section 15: E1/2E1/2 

Section 22: E1/2E1/2 

Section 27: E1/2E1/2.

(c) Any o f the land described in (b) of this section

(1) that has not been selected by the M atanuska-Susitna Borough before 

January 1, 2000, shall remain in the Hatcher Pass Public Use Area;

(2) that is selected by the Matanuska-Susitna Borough but not conveyed by the 

Department o f Natural Resources shall remain available for conveyance to the M atanuska- 

Susitna Borough until all adm inistrative and judicial appeals regarding the failure to convey 

:he selected land have been exhausted; and

(3) that is not ultimately conveyed to the M atanuska-Susitna Borough 

iollowing the exhaustion o f adm inistrative and judicial appeals shall rem ain in the Hatcher 

3ass Public Use Area unless otherwise specified by law.

(d) The commissioner o f natural resources shall promptly notify the revisor of statutes

W ORK D R A F T  WORK D R A F T  1-L S 0949 \G

2 2 7 ( R E S ) -2-
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of the conveyance made by the Department o f Natural Resources to the M atanuska-Susitna 

Borough o f land described in (b) of this section.

WORK D R A F T  WORK D R A F T  l-L S 0 9 4 9 \G
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AMENDMENT
to

H B  2 2 7  ( R e s )  v e r s i o n  1 - L S  0 9 4 9 \ G

Page 2,

Line 5,

After the word "utilities," insert additional language to read, "and a 
100 ft. right of wav to village area.

Rationale: This access corridor was omitted and by delineating it gives 
additional assurances that the land desired for selection is strictly for 
access and not for recreational residential development.
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FISCAL NOTE

R evision D ate: t> ~ ~7 ~     Dept. Affected Q AI "f\_____________

STATE OF ALASKA BILL NO. M P )  V
1999 LEGISLATIVE SESSION

Title: t i i h t x .  U r * BRU
C om ponent

S p o n so r : O t A r t
R equeste r: C om ponent Serial No.

E x p en d itu res/R ev en u es (Thousands of Dollars)
OPERATING EXPENDITURES FY 00 FY 01 FY 02 FY 03 FY 04 FY 05
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES [ ] |

FUND SOURCE (Thousands of Dollars)
1002 Federal R eceipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1091 D esignated Program Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate of an y  c u rre n t year (FY98) cost:

POSITIONS
Full-time
Part-time
Temporary

h h u s - t  ' R e s o u r c e s  C d m m ' i H - f C  A ^ d - c  Phone____________________

Date
Page 1 of
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1999 LEGISLATIVE SESSION
Revision D ate : ____________________________________________________ D ept A ffected : Natural R esources_____________

Title: A n  A c t m odifying the  D N R  pow er to control BR U : Land D eve lopm ent____________

and m anage certa in  land w ith in  the H a tcher P ass Public U se ..._______ C om ponent: Land D eve lopm ent_____________

Sponsor: R ep. O gan________________________________________  ________________________________

Requestor: (H )R E S ____________________________________________C o m p o n e n t S eria l N o. ____________ 431

F I S C A L  N O T E

S T A T E  O F  A L A S K A  B I L L  N O .  H B  2 2 7

E xpenditu res/R evenues (innaiion not included unless otherwise noted below)_______________(Thousands o f D ollars)

O PER ATIN G  E X P E N D ITU R E S F Y 20 00 FY2001 F Y 2002 F Y 2003 F Y 20 04 F Y 2005
PER SO N AL s e r v i c e s 9.0
TRAVEL 0.1
C O N TR A C TU A L 2.0
SU PPLIES
EQ U IPM EN T
LAND & S T R U C T U R E S
G RANTS, C LA IM S
M IS C E LLA N E O U S
T O T A L  O P E R A T IN G 11.1 0.0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D ITU R E S 0.0 0.0 0 .0 0 .0 0.0 0 .0

C H AN G E IN R E V E N U E S  (fund codo) | 0.0 0 .0 | 0 .0 0 .0 o .o j 0 .0

FUND S O U R C E     (Thousands o f D ollars)
1002 Federal R ece ip ts
1003 GF M atch
1004 GF
1005 G F/Program  R ece ip ts 
1037 G F/M enta l H ealth 
O ther (Specify T yp e )

11.1

TO TA L 11.1 0.0 0 .0 0 .0 0 .0 0 .0

E stim a te  o f  a n y  c u r re n t  y e a r (FY99) c o s t: $ none

POSITIONS

FULL-TIM E 0 0 0 0 0 0

PART-TIM E 0 0 0 0 0 0

TE M PO R A R Y 0 0 0 0 0 0

A N A LY S IS : (Attach a  separate page if  necessary)

T h is  bill a llo w s  th e  M a ta n u s k a -S u s itn a  B o ro u g h  to s e le c t land  w ith in  th e  H a tc h e r P a s s  P u b lic  U s e  A re a  a s  p a rt o r its 

m u n ic ip a l la n d  e n t it le m e n t u n d e r A S  2 9 .6 5 . T h e  bill req u ire s  th a t D N R  g ive  p u b lic  n o tic e  a n d  m a k e  a d e te rm in a tio n  th a t 

the  tra n s fe r is  in  th e  s ta te 's  b e s t in te re s t. D N R  a n tic ipa tes  th a t th is  p u b lic  d e c is io n -m a k in g  p ro c e s s  w ill be  c o n te n tio u s 

j and  m u ch  m o re  t im e -c o n s u m in g  .nan  m o s t m u n ic ip a l land tra n s fe rs .

T h e  p e rs o n a l s e rv ic e s  c o s ts  a re  fo r D N R  s ta ff  to  m e e t w ith  lo ca l re s id e n ts  a n d  th e  b o ro u g h  a n d  d ra ft  p re lim in a ry  a n d 

fina l d e c is io n s  to  tra n s fe r  th e  la n d . C o n tra c tu a l c o s ts  a re  to  p u b lis h  p u b lic  n o tic e , p re p a re  m a p s  a n d  p rin t d e c is io n 

d o c u m e n t .

Prepared by: J a n e  A ngv ik , D irector____________ a  Phone : 9 07 -2 69 -8 5 0 3 _______________

Division: Land f \  /i / / i . ____________D a te : 7 -M a y-99

Date:
Approved by C om m iss ione r:

Agency: N atura l R e s o l

P R E P A R E R  TO PR O VID E A L L  D ISTR IBU TIO N  C O PIES  TO  G O V E R N O R 'S  L E G IS L A T IV E  O FFICE 
For fu rther d istribution information call the G overnor's  Legislative O ffice

hb227.xls
Primed: 5/7/99 2:50 PM Page 1 of 1
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May 3, [999

Senator Lydfl Green 
Senate Finance Committee 
State Capitol 
Juneau, AK 99801*1182

Dear Sonator Green:

The Board of Directors and Membership of tho Greater Wtull* Chamber of Commerce wish to express 
Our support for tho Hatcher Pasj Portion of S.B.140, Support for this Hatcher Pus Development Project 
h u  bean overwhelming ami is Valley-wide. Tho Valloy Chambers have held rumcroni hmcheoti 
programs concerning tho progress of this project, and tho attendance has been excellent.

This project ii part of our Chamber’s Strategic Plan due to its importance to the Valloy economy. U is 
anticipated that the Hatcher Pus Development Project will result in a four-season destination location for 
tourists, and tho first phase of tho project will provide approximately one hundred and seventy new jobs 
for our economy. In this time of fiscal challenges, we believe It is essential that tha Legislature join with 
tool governments and the private sector to develop employment opportunities to their foil potential.

It is our understanding that tho Hatcher Pan portions of S3.140, when passed, will not change the use of 
tho narrow strip of Public Use Area, that tho Mat-Su Borough would be required to adhere to tiw Hatcher 
Pass Management Plan which was adopted ten years ago. We believe last minute opposition, six years 
after impl cmentation of the ski resort lease, is another clear examplo of special Interest ‘‘preservationists” 
who arc committed to turning back the dock of progress, economic development, and job o motion in the 
Mat-Su Borough and throughout Alaska. Responsible development of our resources is an economic 
imperative for our Staid l i e  Hotelier Pass Development Plan represents an example of responsible, 
considered economic development which hsi overwhelming support from ettizene and tho private sector, 
as well as local governments and all of our elected official*.

Senator. I sincerely hope that the endorsement of our Chamber provides you with all the encouragement 
aad support needed for the Hatcher Past portion of S.B.140 to be accepted by your committee. If you 
consider it nocowuy, I con “rally tho troops" and inundate you with fox an d email support from all of our 
members, but 1 believe you probably have sn overabundance of com stunk dons to deal with already. 
Please let mo know if you have any unanswered questions or reservations concerning tho importance and 
popularity of the Hatcher Pass Development Preyed to tha Mat-Su Borough.

E x e c u t iv e  D ir e c t o r

EB/m !l
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Resource Conservation it Development Coimdl

May 4,1999

Senator Lyda Gtean 
Senate Finance Committee 
State Caphoi 
Junttu, AK 99801-1192

Dear S en so r

The Mat Su Resource Conservation St Development (RC&D) Council is iho principle 
Konomic development emity for the region and is a partnership o f  the USD A RC&D 
program and tho state’s Alaska Regional Development Organization (ARDOR). The 
board o f  directors is made up of23 representative* ftom the region’s chambers of 
commerce, city councils, borough government, utilities, Armen, son & water conservation 
districts, banking, school district end other principal economic interests.

The Mat SuRC&D Council h u  long been an active supporter o f  the Hatcher Pass 
development. We M y  support the Hatcher Pass sections c f  Senate Bill 140 that 
authorizes municipal selection of the portion o f the Hatcher Paw Public Use Aren as 
described in the bill. The borough has agreed to manage these lands adhering to the 
Hatcher Pm i Management Plan adopted 10 years ego. This action, supporting the ski 
resort development, will help boosr our economy with new jab*.

The Council urges members of Senate Finance to retain the language in Senate Bill 140 
relating to tho Hatcher Prss land transfer.

Sincerely,

h j b J

Kelly Huber 
President

U S D A

551 Wat p*rla IW w t , 100 * w S S T X uk iim M  ■ PiflM {907} S7i.iM2.  (907)373-10M • Emiil; ai*ufcil«mi**ilAe.rttl



Ffinineers • Planners • Surveyors

May 6.1999

Daar Senator:   ̂ . . . . . .

We support S.enate Bill 140,.that wctlon oftha bHI authorizing conveyance of 
approximately s ^ a c n w  cf state land toS»MsHnu*ka-8u$Jtna Borough for tho 
proposed Hatcher PatfSffl'ww" The eoohftfirff Imjyact cf 170+ new jobs for phase I. 
6Ki rosort development, (a critical to the Valley economy.

S in ce re ly .

H . Paul C am p b e ll 
President

May 03 88 08108a RK Rl« Engineering, Ino. 807-748-0282

P.O. M i 8749 
.Allmtr.Alaiifaasso ,



kY-  5 - 9 9  WEE 1 0 :4 2  PM

M flY -0 5 -1 9 9 9  2 2 * 3 6

231 W. EVERGREEN AVE. 
PALMER ALASKA 9964S

HENRY GUINOT7E

C I T Y  O F  P A L M E R

A  HOME RULE CITY

n 1
1

P .  0 1

Phono 1907) 745-3271

Mays. 1099
Senator Lyda Green 
Juneau
FAX one page 
Dear Lyda,

The land problems that seem to be appearing over the future use of land In tha Hatcher Pass 
area troublB me greatly. I seldom write you during session unless I regard Hatcher Pess 
development to be a major Issue.

The Mat-Su Borough and the Palmer Chamber of Commerce have supported of a ski resort in 
Hatch Pass for many years. This Ie close to coming Into reality, but there remains an Important land 
issue that could block the development.

It appears that thene is a problem with a portion of the land designated as a Public Use Area. 
There is such a large amount of land available in the Pass that If the one section of land Is deeded 
over to the borough there w9l be enough land there for other public uses.

The sW rosort planned would not put construction on the property in question. The land, 
although titled to the borough, would be available for the public to use. There would be no conflict 
with the original Hatcher Pass Management Plan.

Tha State did lease the questioned land for the Rogers Ski Resort, the one that failed. I see no 
conflict allowing the borough to hold the title to the land and leasing it for the latest ski resort 
planned by Davis Construction.

One complaint I often here is that the state has not been releasing land to the local 
governments. Tha borough request would answer these complaints. At a future time I would take 
of the Issue of Palmer not receiving and land under the Municipal Land Act.

From information I have It appears a portion of SB 140 will make the changes the borough 
requests. I would e.dd my support to SB140. We need the get leases in place to make the ski 
resort a reality. Thin la a good economic project that is being hindered by rules the legislature can 
change. I urge you to halp get these changes enacted.

Many In this borough will fight any change In any area In the borough or cities. We go through 
major battles when we make zoning changes In Palmer. We have major battles each time we 
mention annexation, Thare is usually no valid reason for most objections other than we dcn't want 
any change. The “no change people’ will object to Hatcher Pass, the ski resort, and any other 
change.

Now comes another request, a favor. We are without a city manager. This makes my life busy 
and sometime complicated. Since you ara on the finance committee would you send copies of 
this letter to other menriber8 of the commltta©? Please?

Sincerely,



Senate Finance Members 
Alaska State legislature 
Junoau, Alaska

Rc: Sonato Bill 140,

Dear Senators:

lh o  Hatcher Pass Management Area Plan (HPMA) was adopted in 1986 with amendment in 1989. 
The original plan was a three your DNR effort starting in 1983.1 attended all the public hearings in 
the planning process.

Tho 1 latcher Pass Public Uso Area (HPPUA) lies entirely within the HPMA which governs what ia 
permissible. What is pertinent is that whether the land In question in SB140 is left in or taken out 
o f tho HPPUA, the management plan has primacy, except on tho question o f land transfer. This was 
the additional condition Imposed by the HPPUA.

What Is Interesting is that tha HPMA planning procoss was an administrative process with intensive 
locnl participation and tho HPPUA wa9 a legislative initiative by Senator Kcrtula with almost no 
local participation that took many o f the participants in the planning process by surprise. At the time 
it seemed n gratuitous power play.

Another interesting occurrence is that up until tho early 1990's cattle grazing took place in and was 
prorected by the HPPUA. But the environmental interests wanted the grazing stopped ond through 
the administrative process o f HPMA planning were able to accomplish this. During this time you 
heatd not one word from environments) interests about the HPPUA conditions. It seems they use 
the process for their own ends, not fair play.

Salient Points:

1, The purpose o f die Municipal Land Act is to transfer land from tha state to the municipalities 
to encourage economic development and self-sufficiency of the municipalities. The transfer 
o f tliis land in SB 140 eminently accomplishes this.

2. llxe removal o f this land from the HPPUA and allowing transfer to the Mat-Su Dorough Wilt 
not release the slate, borough, or tho developer from the obligation to adhere to the HPMA.
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3. This strip of land ia in the lcaso to the Hatchs Pass Development Company arid major 
portions of the development will occur in tills area, governed by the HPMA, regardless of 
whether the state or borough holds title.

4, The campaign by certain Interests to derail this portion of SB 140 Is a blatant efFott to 
undermine the ski resort development without regard for the facte, These interests have in 
tho past acquiesced to this development as a part of a compromise in HPMA.

I appreciate your attention to this matter and thank you for this opportunity to address this issue.

Sincerely,

7110 Turner,
Matanuska-Susitna Borough AMsernblymember
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May 4 , 19W
rf'

Senator Lyda Green 
State Capitol 
JunuuAK 99801-1182

Ro; Senate Bill 140 

Deer Senator Green;

The.membenhip o f the Greater Palmer Chamber of Commerce and the Board o f 
Director* fupparj the Hatcher P*m  portion of Senate Bill 140 “which modifies tho 
Department of Natural Resource's power to control and manege land within the Hatcher 
Paas Public Use Area and authorizes municipal selection o f that land"

We have actively supported development of Hatcher Pass for many years and understand 
this legislation m il facilitate that development. We supported the lease when it wi« 
issupd in 1993 arid still believe this project has great ecoaomlo advantages for the entire 
Matanuska-Susitna Borough. The additional job opportunities for local residents, the tax 
revenue for tha Borough and the spin-off businesses created as a result o f  a Hatcher Pass 
tlci resort are some o f the econo mio benefit* from its development.

i t
People were afforded ample opportunity to protest the lease during the many hours of 
public testimony which surrounded Its approval and the property in question was 
Included in that lease. To come out in protest 6 years after lease approval is ridiculous 
and jia a  blatant attempt to undermine the project Acta by special interest groups to stop 
economic development is beginning to wear very thin to those of ua who must cam a 
livirja and support otr. families.

Hatcher Pass development I* one o f Palmer Chamber of Commerce top priorities as it is 
with other Valley chambers of commerce. We have had largo attendance at every 
meeting regarding Hatcher Pats that we sponsored and there has been no negative 
comments at any o f  these meetings.

If you have any fluestions or would like additional information, please contact me at the 
mincer listed below,

i
Sincerely,

Delores L. Prickctt 
Executive Director

P .O .  B o x  4 5  •  P a lm e r ,  A la sk a  9 9 6 4 5 - 0 0 4 5  •  (907)  7 4 5 -2 8 B D  ■ FAX (9 0 7 )  7 4 6 - 4 1 6 4
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To: Ail Gteater WWIU Chamber of Cbrrrrerce Members
From: Ed Brl$ngharr\ Baeutftffi Director
Date: Tbac^y’May ^  1999
Suttfttt: Member F8x

c »r" -•
URSSNTt

(Hobefor Ptm  P roject N » d *  Your S uppo rt!)
Senator Lyda & w r\ m srrtw  cf tha LegUaburefc Sarate flrwnoe Cbmmitte* needs our 
support to cava the H asher Pas* portion c f Sw ate  NR 140. ira section o r t t e & i  
authorizes municipal setectton and corvcyanosi to the Mat-Su fiorouoh of apprctfrraW y 
939 acres. Ttis narrow strip eflind , a portion cfvtffch is Public Lke Area/ Is integral to 
the project cievdoprm t plana v«hk±i the Mot-Su Borough te porsdrg ,

> This land wM continue to be mana$9d In Ktoatince to  the ten year oJd Hatcher 
P i e s  Managamsrrt Plan.

> Part of this acreage ww Inducted by th a S a te  In thtfi’SW resort t a n  o f 1993.
> Tte& enom fc impact c f  170+ raw  Jobs from phase b sW resort ctarekJprnent, is 

critical to  tne valley economy,
> Subsequent phew* of tha project ptue sanriae* wWdi ’ACutd alto  develop, will

adcfltJortai g rw tii and new job* fur our residents.
>  Your Suxrortm u ailM  v o te d  today to  the Senates RraraaOomfflittBa 

Mambas:
Senator JohnTOFgerson -  CoChalr 
Senator Sean Farrsa -  Co-Chstr 
Senator Cave Donley 
Senator Rate Kelly 
Senator Loren Ldimsn 
Senator Randy Phillips 
Senator Gary M m  
S tt& pr AlAdanrs 
Senator Lyda Green

i
Emails for all Sarate Members w e as follows:

S fis ttto rJ ta fe rv in T O ^ ra®

Please speak out ftxV ^teyfftw toarddsielcpm ent -  the HateherPMS Project 
represents recponslDkJ, conUdered economic dM lopm ant which will provide n a v  
a n p l^ h s n t  cpipcrtunlties for you and your chicken. Do not allow rrcrs or Alaska to be 
locks! a w y  and placed cff licnHs to  ia!

i
Thante w

Edflrittlngham.
Eyacutlvi Director
Gmatar Wtetlia Q iarrber or Cbmmerce

FAX# 465-4779 
465-6592 
4S-6585 
4S-5241 
465*3810 
46S-4079 
4LiS*4714 
465-4821 
465-3805



House D is tric t 27 • Palmer Greater Palmer ♦ Sutton • Chickaloon • Sheep Mountain

R e p r e s e n t a t i v e  S c o t t  O g a n A l a s k a  S t a t e  L e g i s l a t u r e

MEMORANDUM

To: All House Resource Committee Members

From: Representative Ogan

Date: May 6,1999

From:

Re: HB 227 Hatcher Pass Resource Use Area

• This bill was introduced to specifically authorize in statute a transfer 
of a very small portion of DNR managed land from the Hatcher Pass 
Public Use Area to the Mat-Su Borough.

• This narrow strip of land is critical to the development of the 
Hatcher Pass ski area.

• The Department of Natural Resources has worked with the Borough 
to arrive at the language to proceed with the transfer.

• The language was not finalized until after the Bill was introduced, so 
it is included in the form of a Committee Substitute as underlined for 
your easy reference.

• I would appreciate any questions you might have being brought to 
me in advance of the meeting.

• Thank you.

In te r im : 600 E. Railroad Ave. #1. W asilla, A K  99654 • Session: State Capi-.ol, Juneau, A K  99801 465-3878
(907) 376-4866 Fax (9 0 7 ) 3 73 -4724  1 (8 0 0 ) 862-3878 Fax (907) 465-3265
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5/6/99

CS FO R H O U SE B IL L  iNO. 227( )

IN THE LEGISLATURE O F THE STATE OF ALASKA 

TW ENTY-FIRST LEGISLATURE - FIRST SESSION

B Y

O f f e r e d :
R e f e r r e d :

S p o n s o r ( s ) :  R E P R E S E N T A T I V E  O G A N

A B ILL 

FO R AN A C T  E N T IT L E D  

"A n A ct m odify ing  the  D epartm en t o f N a tu ra l R esources’ pow er to  con tro l an d  

m anage ce rta in  land  w ithin the H atch er Pass Public Use A rea and  m ak ing  th a t 

land  availab le  fo r selection by th e  M atan u sk a-S u sitn a  B orough; an d  p rov id ing  

fo r an  effective d a te ."

BE IT  E N A C T E D  BY T H E  L E G ISL A T U R E  O F T H E  ST A T E  O F ALA SK A :

* Section 1. FINDINGS OF FACT. The legislature finds (hat making the lands specified 

in sec. 3(a) o f this Act available to the M atanuska-Susitna Borough for selection and

conveyance is consistent with the testimony and position of the D epartm ent of Natural

Resources at the time the Hatcher Pass Public Use Area was created. Furthermore, the 

selection is consistent with that area o f the public use area that is contained within the 

developm ent lease and authorized for developm ent purposes in the Hatcher Pass M anagem ent 

Plan, as am ended.

!f! Sec. 2. AS 41.23.130 is amended to read:

Sec. 41.23.130. H a tch e r Pass P ublic  Use A rea . The vacant and

-1 -  C S H B  2 2 7 ( )
Nsw T&xc U n d e r l in e d  [DELETED TEXT BRACKETED1
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unappropriated state-owned land and water and the state land and water acquired in the 

future that lie within the boundaries described in this section are designated as the 

Hatcher Pass Public Use Area, are reserved for all uses compatible with their primary 

function as public use land, and are assigned to the department for control and 

management:

Township 19 North. Range 1 East, Seward M eridian

Section 1: NW 1/4NW 1/4, NW 1/4NE1/4NW 1/4, W 1/2SW 1/4NW 1/4, 

N E1/4SW I/4NW 1/4 

Section 2: NE1/4. SE1/4NW 1/4, SE1/4NE1/4NW 1/4,

SE1/4SVV1/4NW1/4, SW 1/4 exclusive o f S1/2SW 1/4SW 1/4, 

NW 1/4SE1/4, SW 1/4SE1/4, N W 1/4SE1/4SEI/4, 

W 1/2NE1/4SE1/4, NE1/4NE1/4SE1/4 

[SECTION 10: E1/2E1/2]

Section l l :  W l/2 . N W 1/4N E1/4, exclusive o f T ra c t A 

Section 14: W l/2 . exclusive o f T ra c t A 

[SECTION 15: E1/2E1/2]

[SECTION 22: E1/2E1/2]

Section 23: W l/2

Section 26: W I/2SW 1/4, SW 1/4NW 1/4 

[SECTION 27: E1/2E1/2]

Township 20 North. Range 1 East. Seward M eridian 

Section 25: S1/2S1/2SE1/4 

Section 35: SE1/4, SE1/4SE1/4NE1/4 

Section 36: NE1/4. SW 1/4, E1/2N W I/4. SW I/4N W 1/4.

SE1/4NW 1/4NW 1/4, N W I/4SE1/4. NW 1/4NE1/4SE1/4, 

N W 1/4SW I/4SE1/4 

Township 20 North. Range 2 East. Seward M eridian

Section 9: E1/2SE1/4, E1/2SW 1/4SE1/4, SE1/4SE1/4NE1/4 

Section 10: W I/2SW 1/4, E1/2NW 1/4, SW 1/4NW 1/4,

E1/2N W I/4N W I/4, W 1/2NE1/4SW 1/4, NW1/4NE1/4, 

N W 1/4SW 1/4NEI/4

WORK D R A F T  WORK D R A F T  l-L S 0 9 4 9 \D

C S H B  2 2 7 f  ) -2-
Mew T e x c  U n d e r l in e d  (DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Section 15: W 1/2W 1/2NW 1/4 

Section 16: SE1/4. E1/2NE1/4. E1/2W 1/2NE1/4 

Section 21: E1/2SW 1/4, E1/2SW 1/4SW I/4, SW 1/4SW 1/4SW 1/4, 

SE1/4NW 1/4SW 1/4. N W I/4SE1/4, W 1/2SW 1/4SE1/4, 

N E1/4SW 1/4SE1/4, W 1/2NE1/4, W 1/2NE1/4NE1/4, 

N W 1/4SE1/4NE1/4, SE1/4NW 1/4, E1/2NE1/4NW 1/4. 

SW I/4N E1/4N W 1/4 

Section 28: NW 1/4, W 1/2NW 1/4NE1/4, NW 1/4SW 1/4.

NW 1/4SW 1/4SW 1/4, N W 1/4N E1/4SW I/4 

Section 29: E1/2SE1/4, SE1/4NE1/4. SW1/4SE1/4, S l/2  NW1/4SE1/4.

NE1/4NW 1/4SE1/4. S1/2SW 1/4, S1/2NE1/4SW 1/4 

Section 30: S1/2S1/2S1/2. S1/2SE1/4 

Section 31: N W 1/4, N1 /2 N E 1/4, NI /2 S 1 /2 N E 1 /4 

Section 32: N1/2NW 1/4. N1/2SW 1/4NW 1/4, NW 1/4NW 1/4NE1/4.

* Sec. 3. AVA ILABILITY OF H ATCHER PASS PUBLIC USE AREA LAND FOR 

G EN ERA L GRAN T LAND EN TITLEM EN T O F THE M ATANUSKA-SUSITNA 

BO ROU GH, (a) Notwithstanding the reservation o f land, designation of the reserved land 

as the Hatcher Pass Public Use Area, and assignment o f control and management of the land 

to the Department o f Natural Resources made by AS 41.23.130, and notwithstanding selection 

procedures applicable to municipal general grant land entitlements under AS 29.65.010 -

29.65.140. the following land within Township 19 North. Range 1 East. Seward Meridian, that 

is part o f the Hatcher Pass Public Use A rea is available for selection by and. subject to 

AS 38.05.035 and 38.05.945 and a finding of compatibility with the Hatcher Pass Management 

Plan, may be conveyed to the M atanuska-Susitna Borough to fulfill the borough’s general 

grant land entitlem ent under AS 29.65.010 - 29.65.140:

Section 2: S1/2SW 1/4SW 1/4 

Section 10: E1/2E1/2 

Section 11: Tract A 

Section 14: Tract A 

Section 15: E1/2E1/2 

Section 22: E1/2E1/2

W ORK D R A F T  WORK D R A F T  I-LS0949VD
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Section 27: E1/2E1/2.

(b) Any o f the land described in (a) o f this section

(1) that has not been selected by the M atanuska-Susitna Borough before 

January 1, 2000, shall remain in the Hatcher Pass Public Use Area:

(2) that is selected by the Matanuska-Susitna Borough but not conveyed by the 

D epartm ent o f  Natural Resources shall remain available for conveyance to the M atanuska- 

Susitna Borough until all administrative and judicial appeals regarding the failure to convey 

the selected land have been exhausted; and

(3) that is not ultimately conveyed to the M atanuska-Susitna Borough 

following the exhaustion of administrative and judicial appeals shall remain in the Hatcher 

Pass Public Use Area unless otherwise specified by law.

* Sec. 4. Section 2 of this Act takes effect on the date of conveyance by the D epartm ent 

of Natural Resources to the M atanuska-Susitna Borough of all land described in sec. 3(a) of 

this Act. The com missioner of natural resources shall promptly notify the revisor o f statutes 

o f the conveyance made by the D epartm ent of Natural Resources to the M atanuska-Susitna 

Borough o f land described in sec. 3(a) o f this Act.

W ORK D R A F T  WORK D R A F T  1-LS0949\D

C S H B  2 2 7 (  ) -4 -

New T e x c  U n d e r l in e d  [DELETED TEXT BRACKETED]



F I S C A L  N O T E

1999 LEGISLATIVE SESSION
R e v i s i o n  D a t e :  1 5 - M a y - 9 9 _________________________________________________________________________________ D e p t  A f f e c t e d :  N a t u r a l  R e s o u r c e s _________________________

T i t l e :  A n  A c t  m o d i f y i n g  t h e  D N R  p o w e r  t o  c o n t r o l  B R U :  L a n d  D e v e l o p m e n t _________________________

a n d  m a n a g e  c e r t a i n  l a n d  w i t h i n  t h e  H a t c h e r  P a s s  P u b l i c  U s e . . .  C o m p o n e n t :  L a n d  D e v e l o p m e n t _________________________

S p o n s o r :  R e p .  O g a n _________________________________________________________________________________ _______________________________________________________________

R e q u e s t o r :  ( H ) R E S _______________________________________________________________________________________ C o m p o n e n t  S e r i a l  N o .  _________________________4 3 1

S T A T E  O F  A L A S K A  B I L L  N O .  H B  2 2 7

E x p e n d i t u r e s / R e v e n u e s  ( I n l l a l l o n  n o l  I n c l u d e d  u n l e s s  o : h e r w i s e  n o l e d  b e l o w ) ______________________________ ( T h o u s a n d s  O f  D o l l a r s )

O P E R A T I N G  E X P E N D I T U R E S F Y 2 0 0 0 F Y 2 0 0 1 F Y 2 0 0 2 F Y 2 0 0 3 F Y 2 0 0 4 F Y 2 0 0 5

P E R S O N A L  S E R V I C E S

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S .  C L A I M S

M I S C E L L A N E O U S

9 . 0

0 . 1

"  2  O '

T O T A L  O P E R A T I N G 1 1 . 1 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

C A P I T A L  E X P E N D I T U R E S 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

C H A N G E  I N  R E V E N U E S  (tundcodo) 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

F U N D  S O U R C E  ____________________________________________________________________________________________________________ ( T h o u s a n d s  o f  D o l l a r s )

1 0 0 2  F e d e r a l  R e c e i p t s

1 0 0 3  G F  M a t c h

1 0 0 4  G F

1 0 0 5  G F / P r o g r a m  R e c e i p t s  

1 0 3 7  G F / M e n t a l  H e a l t h  

1 1 0 8  S l a t .  D e s .  P r o g .  R e c . 1 1 . 1

T O T A L 1 1 . 1 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 9 9 )  c o s t :  $ n o n e

P O S I T I O N S

F U L L - T I M E 0 0 0 0 0 0

P A R T - T I M E 0 0 0 0 0 0

T E M P O R A R Y 0 0 0 0 0 0

A N A L Y S I S : (Attach a separate page if necessary)

T h i s  b i l l  a l l o w s  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  t o  s e l e c t  l a n d  w i t h i n  t h e  H a t c h e r  P a s s  P u b l i c  U s e  A r e a  a s  p a r t  o f  i t s  

m u n i c i p a l  l a n d  e n t i t l e m e n t  u n d e r  A S  2 9 . 6 5 .  T h e  b i l l  r e q u i r e s  t h a t  D N R  g i v e  p u b l i c  n o t i c e  a n d  m a k e  a  d e t e r m i n a t i o n  t h a t  

t h e  t r a n s f e r  i s  i n  t h e  s t a t e ' s  b e s t  i n t e r e s t .  D N R  a n t i c i p a t e s  t h a t  t h i s  p u b l i c  d e c i s i o n - m a k i n g  p r o c e s s  w i l l  b e  c o n t e n t i o u s  

a n d  m u c h  m o r e  t i m e - c o n s u m i n g  t h a n  m o s t  m u n i c i p a l  l a n d  t r a n s f e r s .

T h e  p e r s o n a l  s e r v i c e s  c o s t s  a r e  f o r  D N R  s t a f f  t o  m e e t  w i t h  l o c a l  r e s i d e n t s  a n d  t h e  b o r o u g h  a n d  d r a f t  p r e l i m i n a r y  a n d  

f i n a l  d e c i s i o n s  t o  t r a n s f e r  t h e  l a n d .  C o n t r a c t u a l  c o s t s  a r e  t o  p u b l i s h  p u b l i c  n o t i c e ,  p r e p a r e  m a p s  a n d  p r i n t  d e c i s i o n  

d o c u m e n t s .  T h e  M a t - S u  B o r o u g h  w i l l  r e i m b u r s e  D ^ R  f q f l t h e s e  c o s t s .

%P r e p a r e d  b y :  

D i v i s i o n :

J a n e  A n g v i k ,  D i r e c t o r /  

L a n d

P h o n e  

D a t e :

9 0 7 - 2 6 9 - 8 5 0 3

A p p r o v e r  u y  C o m m i s s i o n e r ;

A g e n c y :  N a t u r a f f l g j f o u r c e s

1 5 - M a y - 9 9

D a t e :

- - P R E P A R E R  T O  P R O V I D E  A L L  D I S T R I B U T I O N  C O P I E S  T O  G O V E R N O R ' S  L E G I S L A T I V E  O F F I C E

F o r  f u r t h e r  d i s t r i b u t i o n  i n f o r m a t i o n  c a l l  t h e  G o v e r n o r ' s  L e g i s l a t i v e  O f f i c e

hb227.xls
Prlntod: 5/15/99 11:28 AM Poua 1 ol 1





Resources Committee 
Fisheries Committee 

Regulation Review Committee
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Akiak
Aleknagik
Atmautlucik
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Chefomak
C larks Point
Dillingham  ^ 0 :

Eek
Ekuk
Ekwok
Goodnews B ay  FROM: 
Kasig luk
Kipnuk DATE:
Kolignanek
Kongiganak
Kwethluk

I would like to request a hearing on HB 238 “An Act establishing a federal tax obligation 
loan program under the commercial fishing loan program ” in the Resources Com m ittee at 
your convenience This bill which I introduced at the end o f session last spring was heard 
in the Special Fisheries Committee on February 7lh and was passed with unanimous 
support. Enclosed you will find a copy of the bill and my sponsor statement.

Thank-you.

Kwigillingok
Manokotak
Napakiak
Napaskiak
New Stuyahok
Nwiapitchuk
Oscarvilla
Platinum
Portage Creek
Quinhagak
Togiak
Tuntutuliak

M EM ORANDUM

Representative Bill Hudson, Co-Chair (RESOURCES) 
Representative Beverly Masek, Co-Chair (RESOURCES) 
Representative John Cowdery, V ice-Chair (RESOURCES)

Representative M ary Kapsner

February 21, 2000

RESOURCES Comm ittee Hearing on HB 238

State Capitol • Juneau, Alaska 99801-1182 
Phone: (907) 465-4942 • Fax: (907) 465-4589 
E-Mail: Representative Mmy_Kapsncr@legis.state.ak.us

I louse District 39
Lower Kuskowkim and Upper Bristol Bap

Representative Mary Sattfer ‘Kapsner

mailto:Mmy_Kapsncr@legis.state.ak.us
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Sponsor Statement 

House Bill 238 
Fishermen’s Tax Obligation Loan Program

This bill would re-institute a w idely supported, previously existing program  to assist 
fisherm en in paying back taxes, thereby rescuing Alaska limited entry perm its from  the 
continued threat o f seizure and resale by the Internal Revenue Service.

The Tax Obligation Loan Program w as initially created in 1993, in the w ake o f threats by 
the IRS to seize the permits of fisherm en who were found to owe back taxes. The 
program  draws from the existing F isherm en’s Loan Fund, providing loans o f up to 
$30,000, with a pay-back interest rate of 10.5 percent. The money paid back returns to 
the fund where it becomes available fo r further loans.

This bill is not simply aimed to assist delinquent taxpayers. Rather, it assists all fisherm en 
and, in turn, the economy of A laska. W hen the IRS seizes com mercial fishing perm its, 
they are under no obligation to re-sell the perm it for its real value. In one case in 1996, 
the IRS seized the $30,000 perm it o f  a Kenai fisherman and sold it for only $5,005. Such 
an action had the effect of devaluing all com m ercial fishing permits.

M oreover, the IRS is under no obligation to re-sell permits to Alaskans. D ue to 
transferability, a great number o f lim ited entry perm its are gifted or inherited from one 
A laskan to another, protecting a valuable state resource. W hen the IRS re-sells a perm it, 
they cannot discriminate between A laskans and outsiders. The IR S’ actions threaten to 
speed the movement of permits into the hands o f non-Alaskans.

Before it sunsetted in 1997, the Tax O bligation Loan Program provided 288 loans, at a 
value o f $6.06 million, to fisherm an from  every region o f Alaska. That year, a bill to 
extend the program passed the H ouse with near unanim ous support, only to d ie in Senate 
Resources as one o f numerous bills held hostage in the final days of session.

Though lax compliance has dram atically  im proved among Alaskan fisherm en since the 
early part of this decade, there still exists a need for the Tax Obligation Loan Program . 
The IRS still staunchly opposes the s ta te’s view that fishing perm its cannot be legally 
seized. M oreover, the number o f fisherm en with tax delinquencies has clim bed since the 
sun-setting of the program in 1997.

mailto:Mary_Kapsner@legis.siate.ak.us


L E G A L  S E R V I C E S

( 9 0 7 )  4 6 5 - 3 8 6 7  o r  4 6 5 - 2 4 5 0  

F A X  ( 9 0 7 )  4 6 5 - 2 0 2 9  
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D I V I S I O N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  

L E G I S L A T I V E  A F F A I R S  A G E N C Y  

S T A T E  O F  A L A S K A S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2  

D e l i v e r i e s  t o :  1 2 9  6 t h  S t . ,  R m .  3 2 9

M E M O R A N D U M February 4, 2000

SU B JE C T : Sectional Summary o f  HB 238; An Act estab lish ing  a federal lax 
obligation loan program under the com m ercial fishing loan program. 
(HB 238)

T O : Representative M ary Kapsner

FR O M : George Ut ennob le , 
Legislative Counsel• m

You have requested a sectional sum m ary o f  HB 238; An A ct establishing a federal tax 
obligation loan program  under the commercial fishing loan program .

A sectional summary o f  a bill is not an authoritative interpretation o f  the bill. The bill itself 
is the best statem ent o f  its contents.

S ec tion 1 o f  the bill amends AS 16.10.310(a) to authorize the com m ercial fishing loan 
program  to make loans to Alaska resident fishermen to satisfy past due federal tax 
obligations that m ay result in the involuntary transfer o f  their entry perm its.

Section 2 o f  the bill adds a new subsection to AS 16.10.310 to provide that a loan may not 
be made to satisfy past due federal tax obligations unless the person has filed past and current 
federal tax returns and has executed an agreement with the federal governm ent for the 
paym ent o f  past due federal tax obligations. A person may obtain only one loan from the 
commercial fishing loan program to pay past due federal tax obligations during the person's 
lifetime. The maximum amount o f  a loan that can be made by the com m ercial fishing loan 
program to pay past due federal tax obligations is $30,000.

G U:jdr
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F I S C A L  N O T E
§t No: l

B i l l  V e r s i o n : HB 238

S TA T E  O F  A LASK A
2000 L E G IS L A T IV E  SESSION

(H) Publish Date: 2 / 9 / 0 0

February 4 ,2000Revision Date/Tima (Note if correction)
TitJe An act establishing a  federal tax obligation loan
program under the commercial fishing loan program
Sponsor
Requester

_ D ept Affected . Community and Econ. Development
BRU Investments_______________________
Component __________________________________

Representative Kapsner
House Special Committee on Fisheries Component No.

E xpend itu res/R evenuos ( T h o u s a n d s  o f  D o l l a r s )

Note: Amounts do not indude inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0

|CHANGE IN REV EN U EST 0.0 0.0 0.0 0.0 0.0 |
0.0
0.0

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any cu rren t year (FY2000) cost: 

POSITIONS

0.0

Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: 'Attoch a separate poge if necessary)
T h i s  l e g i s l a t i o n  e s t a b l i s h e s  a  n e w  p r o g r a m  w i t h i n  t h e  C o m m e r c i a l  F i s h i n g  R e v o l v i n g  L o a n  F u n d  t o  a l l o w

A l a s k a n  c o m m e r c i a l  f i s h i n g  h a r v e s t e r s  t o  b o r r o w  f u n d s  t o  s a t i s f y  p a s t  d u e  f e d e r a l  t a x  o b l i g a t i o n s  t h a t  c o u l d  r e s u l t  i n  t h e  l o s s  o f  a

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

rreparea o y .  ivtanin j . 

Division Investments
Kicnara ✓ s s  L ^ /  S y j

Approved by Commissioner Deborah ftf'Sedwick
Agency Community an^/Economic Deytflbpment

Phone 907) 465-2510
Date/Time 2/4/00 8:07 AM 
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Background Documents for 
HB 238. Tax Obligation Loans for Fishers

1. Letter from IRS to Rep. Kapsner re: limited entry permitholders with IRS 
Balance Due and IRS non filers from 1992 to 1999 dated February 26, 
1999.

2. Memo from Rep. Ivan to Sen. Halford requesting a hearing dated March 
23, 1998.

3. HB 123 introduced by Rep. Ivan in the 20lh Legislature.
4. Article No Relief for Fishermen Struggling to Pay IRS from Juneau 

Empire, May 13, 1997.
5. Article from Laws of the Sea. May 5. 1997.
6. Memo from CFEC’ to Rep. Ivan re: Need for an Extension o f Tax

Obligation Loan Program dated February 17, 1997.
7. Letter from (T E C  to IRS dated February 14. 1997
S. Letter from IRS to (iovemor Tony Knowles dated February 12. 1997.
9. Letter from Governor Pony Knowles to Senator Ted Stevens dated 

January 21, 1997
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I n t e r n a l  R e v e n u e  S e r v i c e D e p a r t m e n t  o f  t h e  T r e a s u r y
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D i r e c t o r  S e a t t l e ,  W A  9 8 1 7 4

F E B  2  6  1 9 9 9
Representative Mary Sattler Kapsner
Attn: Aaron Spitzer
State Capitol
Juneau, AK 99801-1182

Dear Mr. Spitzer:

Enclosed are three summary sheets of limited entry permit holders who have 
transferable permits with value. These sheets cover the two periods you requested 
plus the most current information we have for 1999. Unfortunately, we do not have 
non-filer information for 1999 at this time. Please let me know if you need this 
information and we will provide it as soon as it is available.

The summary sheets have the taxpayers separated into two categories:

1. IRS NON FILERS - Individuals who have not filed required tax returns and 
have no outstanding tax liabilities (balance due).

2. IRS BALANCE DUE - Individuals who have tax liabilities outstanding. 
NOTE: Some of these individuals also may not have filed all required tax 
returns. To avoid duplication we have omitted them from the “non filer” column.

We also provided a breakout for Alaska residents and residents of Washington and 
Oregon. The balance due is broken down into various dollar amounts with the number 
of individuals falling into each category.

The bottom portion of the sheet contains a listing of geographic areas with the 
greatest tax compliance problem among Limited Entry Permit Holders.

There is one flaw in the information we are providing. In 1992, we had a listing of 
all permit holders by name and Social Security Number. This enabled us to do a 100% 
match against our database of non-filers and balance due accounts. Subsequent to 
1992, we have not been able to obtain a listing of permit holders with their Social 
Security Number. The information we recently obtained came off the public bulletin 
board and it does not contain the permit holders Social Security Numbers. As a result, 
we are not able to match the name to a Social Security Number on 1,600 of the 
estimated 11,000 permit holders. Therefore, we do not know if these 1,600 individuals 
are non-filers, have outstanding balance due, or are compliant.
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R e p r e s e n t a t i v e  M a r y  S a t t l e r  K a p s n e r

S t a t e  C a p i t o l

In the event we get a listing of permit holders with Social Security Numbers from the 
State of Alaska, we will do a 100% match and provide you with a corrected summary 
sheet. I hope you find this information useful in your resurrection of the Tax Obligation 
Loan Program.

If you have any further questions on this subject, please contact Douglas Hartford, 
Collection Group Manger, at 949 E 36th Avenue, Anchorage, AK 99508, MS A201 or 
call him at (907) 271-6982.

Sincerely,

9
Enclosures

cc: Bruce Twomley 
Chairman, CFEC

District Director

$



O cto b er 1993 S um m ary  o f Tax D elinquencies A m ong  L E P  H olders
IR S

Non Filers
* M R S  

B alance Due
IR S

T o ta l
L E P

H olders
* A m o u n t 

D ue
A laska
R esidents

1173 1111 2284 8,802
(Estimate)

13.7 M

Low er 48 
States and 
H aw aii 
R esidents

333 315 648 2,000
(Estimate)

3.9 M

T O T A L 1506 1426 2,932 11,000 17.6 M

25.11 

3 iA %

* In 1993, the am ount due only reflected the assessed balance due. Accrued penalties and interest 
were not calculated. Based on historical knowledge, the total am ount due with accruals as is 
reflected in the 1997 and 1999 data would be an additional fifty to 100 percent. Therefore in 
1993, the total am ount due would have been between 20.5 M  and 27.4 M

** B reak d o w n  o f A laska R esident B alance D ue T ax p a y ers  by  A m oun t O w ed

$ 0 -
1 0 , 0 0 0

$ 1 0 , 0 0 1  -  
2 0 , 0 0 0

$ 2 0 , 0 0 1  - 
5 0 , 0 0 0

$ 5 0 , 0 0 1  - 
1 0 0 , 0 0 0 $ 1 0 0 , 0 0 0  + T O T A L

B A L A N C E
D U E

8 2 7 1 3 0 1 0 1 3 2 2 1 1 1 1 ) 1 3 . 7  M

R egions w ith  the  G rea te st Incidence o f T ax  D elinquencies A m ong L E P  H olders  

R egion G re a te s t P rob lem (s)

Bethel N on Filing/Non Payment
Bristol Bay and Dillingham N on Filing/N on Payment
Haines Borough & Skagway-Yakutat-Angoon N on Filing/Non Payment
Kenai Peninsula Borough N on Paym ent
K odiak Island Borough N on Paym ent
W ade Hampton N on Filing/Non Payment

m



F e b ru a ry  1997 S u m m a ry  of T ax  D elinquencies A m ong L E P  H olders
IR S  

Non F ile rs
* IR S 

B alance D ue
IR S

T otal
L E P

H o ld e rs
A m ount

Due
Alaska
Residents

271 643 914 8,802
(Estim ate)

18.6 M

W ashington 
and Oregon 
Residents

23 102 125 2,000
(Estim ate)

1.5 M

T O T A L 294 745 1,039 11,000 20.1 M

* B reak d o w n  o f A laska R esiden t B alance D ue T ax p ay ers  by A m o u n t O w ed

$ 1 , 0 0 0 -
1 0 , 0 0 0

$ 1 0 , 0 0 1  -  
2 0 , 0 0 0

$ 2 0 , 0 0 1  -  
5 0 , 0 0 0

$ 5 0 , 0 0 1  -  
1 0 0 , 0 0 0 $ 1 0 0 , 0 0 0  + T O T A L

B A L A N C E
D U E

3 1 1 1 0 3 1 2 0 6 3 4 6 6 4 3 1 8 .6  M

R egions w ith  the  G rea te s t Incidence o f Tax D elinquencies A m ong  L E P  H o lders  

R egion G re a te s t P ro b lem (s)

Bethel N on Filing/N on Payment
Bristol Bay and Dillingham N on Filing/N on Paym ent
H aines Borough & Skagway-Yakutat-A ngoon N on Filing/N on Paym ent
Kenai Peninsula Borough N on Paym ent
K odiak Island Borough N on Paym ent
W ade Hampton N on Filing/N on Paym ent



F e b ru a ry  1999 S um m ary  of Tax D elinquencies A m ong L E P  H olders
IR S 

Non Filers
* IR S 

B alance D ue
IR S

T otal
L E P

H olders
A m o u n t

D ue
A laska
Residents

U nknow n 838 U nknow n 8.802
(Estimate)

24.5 M

W ashington 
and Oregon 
R esidents

U nknow n 108 U nknow n 2,000
(Estimate)

2.0 M

T O T A L U nknow n 946 U nknow n 11,000 26.5 M

* B reak d o w n  o f A laska R esiden t B alance D ue T ax p ay ers  by A m ount O w ed

$ 1 , 0 0 0 -
1 0 , 0 0 0

$ 1 0 , 0 0 1  -  
2 0 , 0 0 0

$ 2 0 , 0 0 1  -  
5 0 , 0 0 0

$ 5 0 , 0 0 1  -  
1 0 0 , 0 0 0 $ 1 0 0 , 0 0 0  + T O T A L

B A L A N C E
D U E

4 6 7 1 1 7 1 2 5 7 1 5 8 8 3 8 2 4 . 5  M

R egions w ith the G rea te st Incidence o f  T ax  D elinquencies A m ong L E P  H o lders  

R egion G re a te s t P rob lem (s)

Bethel N on Filing/N on Payment
Bristol Bay and Dillingham N on Paym ent
Haines Borough & Skagway-Yakutat-Angoon N on Filing/N on Paym ent
Kenai Peninsula Borough N on Paym ent
Kodiak Island Borough N on Paym ent
W ade Hampton N on Filing/N on Paym ent
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S o u  SB B i s t t r u t  3 9

Sfii5Lo.n 
A laska S tale  C apitol 

Juneau. A laska 99801 - 1182 
Phone: (907) 465-4942  

1-800-323-4942 
Fax: (907) 465-4589

Interim 
P.O. Box 137 

A kiak. A laska 99552 
Phone: (907) 765-7526

Representative Ivan M. Ivan 
MEMORANDUM

TO: Senator Rick Halford, Chair 
Senate Resources Commit100

FROM Representative Ivan M. Iva

DATE: March 23, 1998

RE Extension of the Tax Loan Obligation Program (HB 123)

The limited entry permit holders who most need an extension of the 
Tax Loan Obligation Program are those in rural Alaska communities 
whose cash earnings are often limited to commercial fishing. I f 
they lose their entry permits to the IRS, they, their families and 
others who depend upon them can be left destitute. Not to mention, 
the possibility exists that the permit could be sold to a fisher from  
the Lower 48 which means the state also loses.

Tax compliance was improving, but last summer’s disasters in 
Bristol Bay and western Alaska aggravated problems for many
permit holders. Run failures coupled with market fa ilures  
undermined many permit holders' ability to meet their obligations.

In addition to the benefits to permit holders and those who depend
upon them, if !he Tax Loan Obligation Program is not extended, the
state will lose its written contract with the IRS which is
conditioned on the existence of the loan program. Without it, the 
state loses a means of restraint.

A J u a c h a k  •  A k i a k  •  A J d c n i u p k  « k t m a u i l u a k  •  P e i i H  •  C h e f r r n a k  •  C l a r k *  P o i n t  •  D i l l i n g h a m  •  E e k  •  E k u k  •  E k t r o k  •  O o o t f n e w i  B a y  •  

K j u u g t u k  •  K l p n u k  •  K n h i j a n c k  •  H a n p g j n d k  •  K w r t h l u k  •  K m g l l U j ^ o k  •  M m o k o u k  •  N o p o k u k  •  N a p u t a a k  •  N r v  S t u y n h o k  •  N u n * p i l c h u k  •  

O o c a r v l U e  •  P l u U r t u n i  •  P a r a d e  C r e e k  *  Q u l n h a g a k  •  T O R l a k  •  T u n t u t u l U k  •  T w i n  H i l l s



For your information, UFA does nol feel strongly one way or fhe 
other about House Bill 123. The people who really care about th is  
legislation are those in the rural communities and those trying to  
help them meet their IRS obligations like Bernice Heyano in 
Dillingham. The Tax Loan Obligation Program has proven to be one of 
the best tools to bring permit holders into compliance and save th e ir  
entry permits.

Therefore, I am respectfully requesting a hearing for House Bill 123  
before the Senate Resources Committee at your earliest possible 
convenience. Attached is a proposed blank committee substitute.

I appreciate your consideration. Please do not hesitate to contact 
me if you need further information or if I can answer any questions.

IMI:tw

Attachm ent

TOTAL P .03
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H O U S E  B I L L  N O .  123

IN THE LEGISLATURE OF THE STATE O F ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION 

BY REPRESENTATIVE IVAN 

Introduced: 2/10/97
Referred: House Special Committee on Fisheries, Resources

A  B I L L  

F O R  A N  A C T  E N T I T L E D

1 " A n  Act relating to the repeal of the termination date of the federal tax

2 obligation loan program under the Commercial Fishing Loan Act; and providing

3 for an effective date."

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

5 * Section 1. Sections 2, 9, and 10, ch. 62, SLA 1994, are repealed.

6 * Sec. 2. This Act takes effect im m ediately under AS 01.10.070(c).

HB0123a -1-
New T e x t  U n d e r l in e d  [DELETED TEXT BRACKETED]

H B  1 2 3
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N o  r e l ie f  fo r  f i s h e r m e n  s t r u g g l i n g  t o  p a y  IR S
■  A  b ill to  c o n tin u e  s ta te  
lo a n  p ro g ra m  d id n 't  m a k e  it 
o u t  o f  S e n a t e  c o m m it te e

By LORI THOMSON
T H E  J U N E A U  E M P i n E

When legislators called it quits for the year, 
they also shut down one avenue for fishermen 
struggling to pay their taxes.

A bill that would have continued a state loan 
program for fishermen never made it out of the 
Senate Resources Committee, although the 
House passed the bill 34-4 on April 8. The fisher­
men’s tax obligation loan program will expire 
May 25, said Greg Winegar, lending branch 
manager for the stale Division of Investments.

That’s bad news for fishermen who fear the 
Internal Revenue Service coul- take their fish­
ing permits to pay off back taxes. About 640 
Alaska fishermen are behind on federal tax 
payments, according to the IRS.

State officials and others were surprised in 
December when the IRS seized a Kenai fisher­
man’s permit worth $30,000 and sold it for 
$5,005, said Bruce Twomley, chairman of the 
Commercial Fisheries Entry Commission.

•‘This individual just in the last year paid 
$10,000 toward his tax obligation,” Twomley 
said. "Here you have someone who may not be 
good dealing with paperwork, but made a goocl 
faith effort.”

State representatives met with the IRS in 
February to request advance notice about the 
most critical tax cases the federal agency 
planned to target, Twomley said. The state also 
asked to be given the chance to continue the 
loan program to help fishermen pay back those 
taxes.

House Bill 123, extending the loan program, 
could be approved when the legislative session 
resumes next year. That would resurrect the 
loan program. But in the meantime, Winegar 
said the stale is hurrying to process the appli­
cations that are already in-house before the 
program sunsets this month.

"I think with one less option available, it's 
going to affect some of those folks. How many I 
don’t know,” he said.

About 220 fishermen have taken out loans 
from $2,500 to $30,000 in the three years of the 
program, Winegar said. Fishermen must pay 
back the loans at lO'/fe percent interest, usually 
within five to 15 years.

Twomley said fishermens’ rate of tax 
noncompliance is no worse than that of oilier 
small businessmen or lawyers. But the fishing 
industry is a templing target for the IRS be­
cause of permits that can be seized.

Fishermen often plan to pay their taxes out 
of bonuses that come after the first of the year 
or pay the previous year's taxes out of the cur­
rent year’s earnings.

“When the bottom fell out of salmon prices 
in 1988, a lot of people fell into a trap that made 
them vulnerable,” Twomley said.

Tax compliance among fishermen has im­
proved in recent years. He said more than 2,000 
fishermen didn’t pay their taxes in 1992. That 
number dropped to a total of G84 fishermen who, 
did not file for J993 and 1994.

Fishermen who have not paid their taxes of­
ten come from rural areas and may have no 
other means of supporting themselves without 
a fishing permit, Twomley said. Language and 
cultural barriers have also posed problems for 
some in dealing with IRS paperwork.

The bill to extend the loan program was, 
sponsored by Democratic Rep. Ivan Ivan of 
Akiak and Republican Rep. Bill Hudson of Ju­
neau.
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H A LFO R D  HOLDS 10 FISH BILLS H O S TA G E  FOR H IS  D ISCREET S T O C K  P LA N
T e n  f is h e r ie s - r e la te d  b ills , in c lu d in g  fiv e  H o u se  m a jo r i ty  p ro p o s a ls ,  a r e  b e in g  h e ld  

h o s ta g e  in  th e  S e n a te  R e s o u r c e s  C o m m i t t e e  b y  c h a i r m a n  R ic k  H a l f o r d  in  a n  e f f o r t  to  
a d v a n c e  his so -called  d isc re e t s to ck  a s s e s sm e n t b ill.

If H a lfo rd 's  c h o k e h o ld  o n  f is h e r ie s  b ills  i s n ' t  b ro k e n  th e  h a rv e s te r 's  f e d e r a l  In c o m e  tax* 
lo a n  p ro g ra m  w ill e x p ire  a t  th e  e n d  o f th is  m o n th ,  a n d  S o u th c e n tra l  sca llo p  f i s h e r ie s  w ill b e  
re m a in  o p en  to new  p a r t ic ip a n ts  a n d  r a id s  b y  la rg e  E a s t  C o a s t  v e sse ls  th a t  w o u ld  r e d u c e  th e  
c a tc h  o f A lask an  c o a s ta l h a rv e s te rs ,  b u t  few  o b s e rv e r s  su g g e s t th e  Im p asse  w ill b e  s e t t le d  in  
th e  re m a in in g  e ig h t d a y s  o f th e  se ss io n .

S e n . J o h n  T o r g e r s o n ,  a  R e so u rc e s  C o m m itte e  fro m  K asilof, s a id  la s t  F r id a y  th a t  h e  
d o e s n 't  expec t to see a n y  m ore f ish e r ie s  bills m o v e  o u t o f  th a t  c o m m itte e  b e fo re  th e  le g is la t iv e  
sess io n  en d s  on  May 13.

H alfo rd  h a s n 't  b een  in c lin e d  to  d is c u s s  h is  im m e d ia te  p la n s . His b o t t le n e c k  b ill, SB 4 0 ,  
se ts  u p  a p ro cess  u n d e r  w h ich  th e  B o a r d  o f  F i s h e r i e s  a n n u a l ly  se le c ts  r e s e a r c h  p r o je c ts  to  
d e te r m in e  th e  s tre a m s  o f o r ig in  o f  s a lm o n  s to c k s  th a t  a re  th e  s u b je c t  o f  a l lo c a t io n  b a t t le s  
b e tw e e n  co m m erc ia l a n d  s p o r t h a rv e s te r s .

M ost com m erc ia l fleets f ie rc e ly  o p p o s e  SB 4 0  fo r fe a r  th a t  i t  is th e  p r e c u r s o r  to  a  p o lic y  
th a t  w o u ld  e v e n tu a lly  e lim in a te  in te r c e p t  f is h e r ie s  w h e re  m o s t o f  th e  c o m m e rc ia l  h a r v e s t  o f  
th e  s ta te 's  w ild  sa lm on  stocks tak e  p la c e . Last y e a r ’s v e rs io n  o f th e  b ill d i r e c te d  th e  F ish  B o a rd  
to  a d o p t a d is c re e t stock  m a n a g e m e n t p o licy , b u t  th a t  w o rd in g  w as n o t in c lu d e d  in  th is  y e a r 's  
d r a f t .

SB 4 0  w as In tro d u c e d  o n  th e  f ir s t  d a y  o f  th e  se s s io n , b u t  H a lfo rd  h a s  b e e n  u n a b le  to  
m o v e  it f ro m  th e  s e v e n -p e rso n  R e so u rc e s  C o m m itte e  o n  its  m e ri ts .  T h re e  R e p u b l ic a n s  p a n e l  
m e m b e rs  fro m  c o a s ta l d is tr ic ts , in c lu d in g  T o rg e rs o n , R o b in  T a y l o r ,  o f W ra n g e ll,  a n d  L o r e n  I
L e m a n ,  w h o  f is h e s  a  K e n a i  P e n i n s u l a  s e tn e t  s ite , o p p o s e  th e  b il l .  S e n .  G e o r g i a n n a  I
L i n c o l n ,  a  D e m o c ra t fro m  th e  Y u k o n  R i v e r  v i l la g e  o f  R a m p a r t ,  is c o n c e r n e d  w i th  i t s  I
fu n d in g  p ro v is io n s  a n d  d o e sn 't  s u p p o r t  it. 1

All b u t  tw o o f th e  b ills H a lfo rd  is s ittin g  o n  a re  R e p u b lican  p ro p o sa ls .
O f th e  six H ouse bills now  in  H a lfo rd 's  c lu tc h e s , HB 123  h a s  b e e n  th e r e  th e  lo n g e s t .  I t 

e x te n d s  th e  h a r v e s te r  in c o m e  ta x  lo a n  p r o g r a m  fo r  th r e e  m o re  y e a r s  f r o m  i t s  c u r r e n t  
e x p ira tio n  d a te  o f May 28

B eside th e  sca llo p  m o ra to r iu m  bill, HB 1 4 4 ,  th e  so -c a lle d  g en e ric  m o r a to r iu m  b ill, HB 
2 0 4 , Is a lso  am ong  th e  hostages.

B oth o f th e  K nowles a d m in is tr a t io n  p ro p o s a ls  fo r  new  sa lm o n  p ro d u c t  ta x  c r e d i ts  h a v e  
b e e n  in  H a lfo rd 's  c o m m ittee  s in ce  th e y  w ere  in t ro d u c e d ,  w h ich  is n o  s u r p r i s e  in  th e  h ig h ly  
p a r t i s a n  le g i s l a tu r e .  B ut SB 5 2 ,  S e n .  J e r r y  M a c k i e 's  b i l l  to  r e i n s t i t u t e  t h e  c a p i ta l  
in v e s t m e n t  ta x  c r e d i t  p ro g ra m  fo r  s h o r e s id e  p ro c e s s in g  p la n ts ,  h a s  b e e n  s tu c k  in  S e n a te  
R e so u rc e s  s in ce  J a n u a ry  30.

M ackle is th e  o n ly  D e m o c ra t in  th e  S e n a te  R e p u b lic a n  m a jo r ity . W ith  th e  a b s e n c e  o f  
a i l i n g  S e n .  T im  K e lly  i th e  R e p u b lic a n s , a t  b e s t, h a v e  ex ac tly  e n o u g h  v o te s  to  o v e r r id e  th e  
g o v e rn o r 's  v e to  o f a n y  o f  th e ir  b ills . T h a t m ay  g ive  M ackie e n o u g h  le v e ra g e  to  fo rc e  SB 5 2 , o r  
s o m e  o f th e  o th e r  b ills , o u t o f  S e n a te  R e s o u rc e s ,  b u t  so  f a r  n o  s ig n s  o f  s e r io u s  h o s ta g e  
n e g o t ia t io n s  h a v e  b e e n  found .

O nly  la s t w eek, HB 19 an d  HB 1 9 8  p a s s e d  o u t  of th e  H ouse a n d  in to  H a lfo rd 's  b la c k  h o le .
T h e  fo rm e r  r e q u ir e s  s p o r t  fish ing  g u id e s  to be Licensed by th e  s ta te  a n d  th e  l a t t e r  e s ta b l is h e s  
re g io n a l  d iv e  fisher."  a sso c ia tio n s  w h ich  w o u ld  tax  th e m se lv e s  to  p a y  th e  m a n a g e m e n t  c o s ts  o f  
t h e i r  f is h e r ie s .

H alfo rd , a p ra c tic e d  d e a d lin e  d e a l-m a k e r , says SB 4 0  is in  g o o d  sh a p e  a n d  e x p r e s s e d  no  
c o n c e r n  fo r its  p a s s a g e  th is  y e a r . T he b ill c a r r ie s  a  S1.5 m illio n  a n n u a l  f isca l n o te ,  b u t  tw o- 
th i r d s  o f  th a t  a m o u n t  w ou ld  co m e  fro m  n ew  c o m m e rc ia l fish in g  fees a n d  th e  r e s t  f r o m  a  S I  
s u r c h a r g e  o n  s p o r t  f ish  licensing , o r  fro m  o th e r  s p o r t  f ish in g  fu n d s .



iV T EM O R A N D U M S T A T E  O F  A L A S K A

C O M M E R C I A L  F I S H E R I E S  E N T R Y  C O M M I S S I O N

T O : T he  H onorab le  Ivan M . Ivan D A T E :

F A X  N O .:

F eb ru a ry  17, 1997 

789-6170

T E L E P H O N E  N O .: 7S9-6160
F R O M : C O M M E R C IA L  F IS H E R IE S
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Y ou req u es ted  in fo rm ation  from  th e  C om m ission  concern ing  A laskans w ho m ay be  in 
n e e d  o f an  ex tension  o f the T ax O bliga tion  L oan  P rogram  as p rov ided  fo r in you r H B  123.

T h e  best cu rren t in form ation  we have com es from  an IR S S um m ons served  upon  the  
C om m ission  in 1996. T he Sum m ons ta rg e ted  A laskans w ho hold en try  p erm its  and  asked  the 
C om m ission to rep o rt the ir fishery earn ings for th e  years 1993 an d  1994. T h e  IRS identified  the 
vast m ajority  o f  individuals subject to  th e  S um m ons as having failed  to file re tu rn s  fo r 1993 and 
1994. A tta c h e d  as Exhibit A  is the n u m b e r o f p e rm it ho lders by com m unity  w e derived  from  the 
Sum m ons. T h e re  are  684 individuals in com m unities th ro u g h o u t A laska w ho a re  listed  on  the 
Sum m ons. T hey  reside all over A a s k a  including the  u rb an  areas. T h e  vast m ajority  have 
relatively sm all incom es from  com m ercial fishing. E xhibit A. T h e re fo re , m any o f th e ir  tax debts 
are  likely m anageab le  w ith som e help, and  m any are  likely well w ithin the  S30,000 lim it o f the 
T ax  O bligation  L oan P rogram . E xhibit A.

T h ese  num bers do no t show  the full ex ten t o f tax com pliance p rob lem s, b ecause  they are 
derived  from  only two years, 1993 and  1994. T h e re  are  likely add itio n a l individuals w ith tax 
obligations arising from  d ifferen t vears. O n the o th e r hand, the figures suggest som e ̂ - N— Wi—
im p ro v em en t in tax com pliance. T h e  IR S  previously served  the C om m ission  with a  Sum m ons 

" d irec ted  tow ard  non-filing perm it ho lders fo r the  y ear 1992, and  the  S um m ons n am ed  m ore than  
2,000 A a s k a n s  who held  en try  perm its. E xhibit B.

IR S recognizes the im portance  o f the T ax O bligation  L oan  P rog ram  and  has urged  
G o v ern o r K now les to  su ppo rt an  ex tension  o f the  p rog ram . E xhibit C.

T h e  L oan  P rogram  is p a rt o f  a  w ritten  ag ree m en t we have w ith  th e  IR S u n d er which IRS 
has p rom ised  its best efforts to  ensu re  th e  benefits  o f the p rogram  reach  th o se  A a s k a n s  in need. 
P u rsu an t to  o u r ag reem en t, we have urged  the IR S  to  p rovide c u rren t d a ta  in a form  th a t would 
be m eaningfu l to the L egislature an d  the G o v e rn o r in evaluating  the L oan P rogram . E xhibit D .
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Census
Area

ALEUTIAN ISLANOS

ALEUTIAN ISLANOS 
ANCHORAGE BOROUGH 
BETHEL

BETHEL 
BRISTOL BAY

BRISTOL BAY 
OILLINGHAM

DILLINGHAM 
FAIRBANKS NORTH STAR

C i ty

KING COVE 
NELSON LAGOON 
SAND POINT

ANCHORAGE
AKIACHAK
AKIAK
ATMAUTLUAK
BETHEL
CHEFORNAK
EEK
GOOONEWS BAY
KALSKAG
KASIGLUK
KIPNUK
KONG IGANAK
KWETHLUK
KWIGILLINGOK
MEKORYUK
NAPAKIAK
NAPASKIAK
NEWTOK
NIGHTMUTE
NUNAPITCHUK
OSCARVILLE
OUINHAGAK
TOKSOOK BAY
TULUKSAK
TUNTUTULIAK
TUNUNAK

KING SALMON 
NAKNEK
SOUTH NAKNEK

ALEKNAGIK
CHIGNIK
CHIGNIK LAGOON
CLARKS POINT
OILLINGHAM
EGEGIK
ILIAMNA
LEVELOCK
MANOKOTAK
NEW STUYAHOK
NONDALTON
PEORO BAY
PILOT POINT
TOGIAK
TWIN HILLS

FAIRBANKS

4 Pmt 
Holders

B
40

5
5
2

26
2
3

13
1
2
1
2
5
3
2

10
3
1
3
3
1

11
3
9
a
3

127

2
12
6

20

3
1
1
2

24
5
2
1
S
2
3
1
2

30
3

88
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HAINES
JUNEAU

JUNEAU
KENAI PENINSULA

KENAI PENINSULA 
KETCHIKAN GATEWAY 
KOBUK

KOBUK
KODIAK

KODIAK
MATANUSKA-SUSITNA

MATANUSKA-SUSITNA
NOME

NOME
NORTH SLOPE
PR OF WALES-OUTER KTKN

HAINES
AUKE BAY 
JUNEAU

ANCHOR POINT
HOMER
KASILOF
KENAI
NIKISHKA
NIK T SKI
NINILCHIK
PORT GRAHAM
SELDOVIA
SEWARD
SOtDOTNA
TYONEK

KETCHIKAN
KOTZEBUE
NOATAK
NOORVIK
SELAWIK

KOOIAK 
LARSEN BAY 
OLD HARBOR 
OUZINKIE

PALMER
TALKEETNA
WASILLA

ELIM
GOLOVIN
KOYUK
NOME
SHAKTOOLIK 
STEBBINS 
UNALAKLEET 
WHITE MOUNTAIN

POINT HOPE
CRAIG
HYOABURG
KLAWOCK
METLAKATLA

3
14
17
2
8
8
9
2
3
3
1
1
1
5
1

44
11

19
2
1
2

24
8
2
5
3

18

5 
2
6

13
12
2
1
6
3
5

11
1

41

6
2
2
3
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Census
Area C i ty

# Pmt 
Holders

PR OF WALES-OUTER KTKN POINT BAKER 10
PORT PROTECTION 1

PR OF WALES-OUTER KTKN 24
SITKA SITKA 17
SKAGWAY-YAKUTAT-ANGOON ANGOON 5

ELFIN COVE 2
GUSTAVUS 1
HOONAH 7
PELICAN 6
TENAKEE 1
YAKUTAT 16

SKAGWAY-YAKUTAT-ANGOON 38
SOUTHEAST FAIRBANKS TANACROSS 1
VALOEZ-COROOVA CORDOVA 6

WHITTIER 1
VALDEZ-CORDOVA 7
WADE HAMPTON ALAKANUK 17

CHEVAK 1
EMMONAK 14
HOOPER BAY 10
KOTLIK 10
MARSHALL 1
MOUNTAIN VILLAGE 20
PILOT STATION 2
RUSSIAN MISSION 1
SAINT MARYS 7
SCAMMON BAY 11
SHELDON POINT 11

WADE HAMPTON 105
WRANGELL-PETERSBURG KAKE 3

PETERSBURG 6
PORT ALEXANDER 2
WRANGELL 5

WRANGELL-PETERSBURG 16
YUKON-KOYUKUK FORT YUKON 1

GALENA 1
GRAYLING 1
KALTAG 3
MANLEY HOT SPRINGS 1
NENANA 1
•NULATO 5
TANANA 1

YUKON-KOYUKUK 14
684

Exhibit A
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P R O J E C T  NUMBER: 96159

1993-94 IKS S E L E C T I V E  P E R M I T  I N F O R M A T I O N

STATE OF ALASKA
COMMERCIAL FISHERIES ENTR7 COMMISSION

1993 C O U N T S  OF I N C O M E  L E V E L S  F O R  A L A S K A  R E S I D E N T  P E R M I T  H O LD E R S  N AMED IN IRS S U M M O N S

C u m u l a t i v e
E A R N  F r e q u e n c y

C u m u l a t i v e
F r e q u e n c y

i
> 30 82 82

00-05 181 263~)
05-10 108 371 (
10-15 I 53 424 >
15-20 29 453
20-25 13 466 \
25-30 13 479

UNKNOWN 164 ~S43

I, )

1994 C O U N T S  O F  I N C O M E  L E V E L S  F O R  A L A S K A  R E S I D E N T  P E R M I T  H O L D E R S  N A M E D  IN IRS S U M M O N S

E ARN F r e q u e n c y
C u m u l a t i v e
F r e q u e n c y

> - n ' 4-7 >

> 30 .  99 99.
00-05 - r ^ f 165? (114

264
05-10 378
10-15 46 424
15-20 20 444
20-25 19 463
25-30 9 472.

UNKNOWN 194 666

r

. £  ^  BB 0
ujS

%

U >
r * Note: The  n u m b e r  of u n i q u e  p e r m i t  h o l d e r s  r e p r e s e n t e d  in this report is 684.

in

0

, / ■

1/



'e y

COMMERCIAL FISHERIES ENTRY COMMISSION

T O N Y  K N O W L E S , G O V E R N O R

8800 GLACIER HWY. #109 
JUNEAU. AK 99801 
(907) 789-6150 Licensing Calls 
(907) 789-6160 Othor Business 
907) 789-6170 FAX 

(907) 789-6180 BBS

F e b r u a r y  1 4 ,  1 9 9 7
M r .  P a u l  B e e n e  
D i s t r i c t  D i r e c t o r  
I n t e r n a l  R e v e n u e  S e r v i c e  
9 1 5  S e c o n d  A v e n u e  
S e a t t l e ,  WA 9 8 1 7 4

FAN:  ( 2 0 6 )  2 2 0 - 6 0 4 5

D e a r  P .  u l :

A s  I  s t a t e d  i n  o u r  F e b r u a r y  7 t h  p h o n e  c o n v e r s a t i o n ,  my  C o - C o m m i s s i o n e r  

M a r l e n e  J o h n s o n  a n d  I w i l l  a t t e n d  t h e  F e b r u a r y  1 9 t h  m e e t i n g  i n  A n c h o r a g e  t o  

c o n t i n u e  o u r  d i a l o g u e ,  c o n d i t i o n e d  b y  t h e  s u b s t a n c e  o f  t h i s  l e t t e r .  T h e r e  a r e  

f u n d a m e n t a l  i s s u e s  we m u s t  a d d r e s s .

O u r  E x i s t i n g  A g r e e m e n t

F i r s t ,  y o u r  J a n u a r y  1 4  l e t t e r  a c k n o w l e d g e s  t h e  S t a t e  o f  A l a s k a  h a s  p a i d  t h e  

I R S  m o r e  t h a n  $ 4 . 5  m i l l i o n  i n  c o n s i d e r a t i o n  u n d e r  i t s  e x i s t i n g  a g r e e m e n t  w i t h  t h e  

I R S .  I n  f a c t ,  a c t u a l  e x p e n d i t u r e s  i n  h u m a n  r e s o u r c e s  a n d  d o l l a r s  h a v e  b e e n  f a r  

g r e a t e r .  I n  o u r  m o s t  r e c e n t  c o m m e m o r a t i o n  o f  o u r  a g r e e m e n t ,  t h e  I R S  c o m m i t t e d  

i t s  " b e s t  e f f o r t s "  t o  e n s u r e  t h e  b e n e f i t s  o f  t h e  T a x  O b l i g a t i o n  L o a n  P r o g r a m  a r e  

a v a i l a b l e  t o  A l a s k a n s  t h r o u g h  m e a n i n g f u l  i n t e r v e n t i o n  b y  t h e  S t a t e  a n d  t h i r d  

p a r t i e s .

We b e l i e v e  t h e  t w o  d a y s '  n o t i c e  y o u  p r o v i d e d  t h e  S t a t e  o f  y o u r  p r e -  

C h r i s t m a s  s a l e  o f  A l a s k a  l i m i t e d  f i s h i n g  p r i v i l e g e s  i s  a n  a c t i o n a b l e  b r e a c h  o f  

o u r  e x i s t i n g  c o n t r a c t .  W i t h  r e s p e c t  t o  c o n t r a c t s  o f  w h i c h  t h e  U . S .  i s  a  p a r t y ,  

t h e  F e d e r a l  G o v e r n m e n t  h a s  b e e n  h e l d  l i a b l e  u n d e r  o r d i n a r y  p r i n c i p l e s  o f  c o n t r a c t

l a w .  U n i t e d  S t a t e s  v .  W i n s t a r  C o r p . . 5 1 8  U . S .  _____, 1 1 6  S . C t .  2 4 3 2 ,  1 3 5  L . E d . 2 d

9 6 4  ( 1 9 9 6 ) .

O u r  p r i m a r y  c o n c e r n  i s  I R S  p e r f o r m a n c e  o f  i t s  e x p r e s s  d u t y  t o  c o o p e r a t e  

w i t h  t h e  S t a t e  i n  g o o d  f a i t h  u n d e r  o u r  e x i s t i n g  a g r e e m e n t .  T h i s  p r o m i s e  i s  

v i r t u a l l y  t h e  o n l y  c o n s i d e r a t i o n  g i v e n  b y  t h e  F e d e r a l  G o v e r n m e n t  i n  c o n t r a s t  t o  

t h e  s u b s t a n t i a l  c o m m i t m e n t  o f  r e s o u r c e s  a n d  m o n e y  p r o v i d e d  b y  t h e  S t a t e .  Now 

t h a t  t h e  F e d e r a l  G o v e r n m e n t  h a s  r e a p e d  t h e  s u b s t a n t i a l  r e w a r d s  o f  t h e  c o n t r a c t ,

E x h ib i t  □
C1 o f  10 )



M r .  P a u l  B e e n e - 2 - F e b r u a r y  1 4 ,  1 9 9 7

i n c l u d i n g  a  s h i f t  o f  t a x  c o l l e c t i o n  r e s p o n s i b i l i t i e s  f r o m  t h e  F e d e r a l  G o v e r n m e n t  

t o  t h e  S t a t e ,  t h e  I R S  m a y  n o t  d i s r e g a r d  i t s  p r o m i s e s  t h r o u g h  a  c h a n g e  o f  p o l i c y  

t o  o b t a i n  s e l f  r e l i e f  f r o m  a n  a g r e e m e n t  y o u  m a y  n o w  v i e w  a s  i m p r o v i d e n t  o r  t o  

p r e s s u r e  t h e  S t a t e  i n t o  a c t i n g  a s  y o u  d i c t a t e .

S p e c i f i c a l l y ,  t h e  I R S  h a s  t h e  c o n t i n u i n g  d u t y  t o  p r o v i d e  r e a s o n a b l e  n o t i c e

o f  I R S  t a r g e t s  i n  o r d e r  t o  a l l o w  f o r  m e a n i n g f u l  i n t e r v e n t i o n  a n d  h e l p  w e l l  b e f o r e

a n  I R S  s e i z u r e  a n d  a t t e m p t e d  f o r c e d  s a l e  o f  a  h o l d e r ' s  i n t e r e s t  i n  a  p e r m i t .

U n d e r  o r d i n a r y  c o n t r a c t  l a w ,  t h i s  d u t y  p r e c l u d e s  t h e  I R S  f r o m  t a k i n g

o p p o r t u n i s t i c  a d v a n t a g e  o f  t h e  S t a t e  a n d ,  a l s o ,  f r o m  a c t i n g  i n  a  m a n n e r  w h i c h  

d e s t r o y s  o r  i n j u r e s  o u r  r i g h t  t o  r e c e i v e  t h e  f r u i t s  o f  o u r  a g r e e m e n t .

A s  y o u r  J a n u a r y  14 l e t t e r  c o n f i r m e d ,  t h e  S t a t e  h a s  e n j o y e d  n o t a b l e  s u c c e s s  

i n  a s s i s t i n g  t a x p a y e r s  t o  a c h i e v e  I R S  c o m p l i a n c e  w i t h  n o  l o s s  o f  f i s h i n g  

p r i v i l e g e s ,  a  r e s u l t  w h i c h  t h e  I R S  e f f o r t ,  a l o n e ,  d i d  n o t  a c c o m p l i s h  p r i o r  t o  o u r  

c o l  1 a b o r a t i o n .

Y o u r  R e c e n t  P r o p o s a l s

A s  a  s e p a r a t e  a n d  s e c o n d a r y  m a t t e r ,  y o u r  J a n u a r y  1 4  l e t t e r  u r g e s  t h e  S t a t e  

t o  r e s p o n d  t o  y o u r  r e c e n t  p r o p o s a l s  f o r  a  n e w ,  s u p p l e m e n t a l  a g r e e m e n t .

T o  r e c o u n t  t h e  b a c k g r o u n d  f o r  y o u r  r e c e n t  p r o p o s a l s ,  o n  H a y  1 6 ,  1 9 9 6 ,  

d u r i n g  a  p h o n e  c o n v e r s a t i o n  w i t h  f o r m e r  C o m m i s s i o n e r  H o m a n  a n d  m e ,  y o u  s t a t e d ,  

i n  r e t u r n  f o r  f u r t h e r  c o m m i t m e n t s  b y  t h e  S t a t e ,  I RS  w o u l d  d i s c u s s  n o t  s e i z i n g  

e n t r y  p e r m i t s .  S u b s e q u e n t l y ,  a t  o u r  J u l y  1 9 ,  1 9 9 6  m e e t i n g ,  i n  t h e  p r e s e n c e  o f  

m e r e  t h a n  3 0  p e o p l e ,  y o u  o f f e r e d  t o  d i s c u s s  e l i m i n a t i n g  f o r c e d  s a l e s  o f  e n t r y  

p e r m i t s  p u r s u a n t  t o  ari a g r e e m e n t  u n d e r  w h i c h  t h e  I R S  w o u l d  c o l l e c t  f r o m  t h e  

p r o c e e d s  o f  f i s h  s a l e s  i n s t e a d  o f  f o r c i n g  t h e  s a l e  o f  A l a s k a  l i m i t e d  f i s h i n g  

p r i v i l e g e s .  I n  c o n s i d e r a t i o n ,  I  o f f e r e d  t o  d i s c u s s  p o t e n t i a l  c h a n g e s  t o  s t a t e  

l a w  t h a t  w o u l d  s u p p o r t  I R S '  c o l l e c t i o n s .

A g r o u p  o f  p a r t i c i p a n t s  ( i n c l u d i n g  a t  l e a s t  o n e  R e p r e s e n t a t i v e  o f  o u r  

C o n g r e s s i o n a l  D e l e g a t i o n )  m e t  i m m e d i a t e l y  f o l l o w i n g  o u r  J u l y  m e e t i n g  a n d

E x h ib i t  □
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M r .  P a u l  B e e n e - 3 - F e b r u a r y  1 4 ,  1 9 9 7

c o n f i r m e d  r e c e i v i n g  y o u r  o f f e r .  S h o r t l y  t h e r e a f t e r ,  I  s e n t  y o u  a  l e t t e r  a s k i n g  

y o u  t o  c o n f i r m  y o u r  own s t a t e m e n t .  I n s t e a d ,  y o u  r e s p o n d e d ,  " I  a p p r e c i a t e  y o u r  

s h a r i n g  y o u r  r e f l e c t i o n s "  o n  t h e  m e e t i n g .  D e s p i t e  t h e  f a c t  y o u r  a n s w e r  f a i l e d  

t o  c o n f i r m  o r  q u a l i f y  y o u r  s t a t e m e n t ,  w e  g a v e  y o u  t h e  b e n e f i t  o f  t h e  d o u b t  a n d  

p u r s u e d  d i s c u s s i o n s  w i t h  y o u .

I n  N o v e m b e r ,  t h e  I R S  s e n t  t h e  S t a t e  f o u r  p r o p o s a l s  t o  p e r m a n e n t l y  c h a n g e  

A l a s k a  l a w  t o  r e q u i r e  t h e  S t a t e  o f  A l a s k a  t o  a s s u m e  v a r i o u s  n e w  r e s p o n s i b i l i t i e s  

t o  a c h i e v e  f e d e r a l  t a x  e n f o r c e m e n t .  C l e a r l y ,  t h e  F e d e r a l  g o v e r n m e n t  s e e k s  t o  

s h i f t  t h e  c o s t s  o f  m e e t i n g  i t s  s t a t u t o r y  r e s p o n s i b i l i t i e s  t o  t h e  S t a t e  t h r o u g h  

t h o s e  I R S  p r o p o s a l s .  F o r  t h e  S t a t e  t o  e l e c t  t o  d o  s o ,  t h e  I R S  m u s t  p r o m i s e  

s o m e t h i n g  m e a n i n g f u l  i n  r e t u r n .  T h e  c o n f u s i n g  d i s c u s s i o n  t h a t  f o l l o w e d  y o u r  

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

t h e  S t a t e .  A f t e r  m o r e  t h a n  s i x  m o n t h s ,  y o u  p r o v i d e d  t h e  c l a r i f i c a t i o n  w e  f i r s t  

s o u g h t  i n  J u l y ,  a n d  i t  i s  d i s t u r b i n g .

Y o u r  J a n u a r y  1 4  l e t t e r  r e f e r s  t o  y o u r  N o v e m b e r  p r o p o s a l s  f o r  A l a s k a  t o  

p e r m a n e n t l y  c h a n g e  s t a t e  l a w  a n d  a s s u m e  r e s p o n s i b i l i t i e s  f o r  t h e  I R S ,  a n d  y o u  

a s s e r t :

[ t ] h e s e  p r o p o s a l s  a r e  w h a t  t h e  I R S  i s  o f f e r i n g  t h e  

S t a t e ,

T h e  F e d e r a l  g o v e r n m e n t  i s  n o t  t h e  c r e a t o r  o f  S t a t e  l a w .  T h e r e f o r e ,  n o t h i n g  i s  

c o n v e y e d  i n  I R S '  p u r p o r t e d  o f f e r  t o  t h e  S t a t e .

A d d i t i o n a l l y ,  i n  s u p p o r t  o f  o n e  I R S  p r o p o s a l  f o r  a  c h a n g e  i n  A l a s k a  l a w  t o -  

r e q u i r e  t h e  E n t r y  C o m m i s s i o n  t o  w i t h h o l d  a l l  s e a s o n a l  f i s h i n g  p e r m i t s  u n t i l  t h e  

I R S  c e r t i f i e s  e a c h  y e a r l y  a p p l i c a n t  f o r  a  p e r m i t  i s  i n  f u l l  c o m p l i a n c e  w i t h  h i s  

f e d e r a l  t a x  o b l i g a t i o n s ,  y o u  r e p r e s e n t  t h a t  A l a s k a  l a w  a l r e a d y  m a k e s  t h e  s a m e  

r e q u i r e m e n t  f o r  c h i l d  s u p p o r t  o b l i g a t i o n s .  T h i s  i s  n o t  t r u e .  T h e  A l a s k a  

L e g i s l a t u r e  r e j e c t e d  t h e  i d e a :  b o t h  t h e  L e g i s l a t u r e  a n d  o u r  C h i l d  S u p p o r t

E n f o r c e m e n t  D i v i s i o n  r e c o g n i z e  t h a t  i n  o r d e r  t o  c o l l e c t  f r o m  f i s h e r m e n ,  f i s h e r m e n  

n e e d  t o  b e  i n  t h e  w a t e r  c a t c h i n g  f i s h .
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I n  a n y  e v e n t ,  y o u r  J a n u a r y  1 4  c l a r i f i c a t i o n  e m p h a s i z e s  n o  m a t t e r  w h a t  t h e  

S t a t e  m a y  u n d e r t a k e  t o  d o  f o r  t h e  I R S ,  y o u  a s s e r t  t h e  u n q u a l i f i e d  r i g h t ,  w i t h o u t  

r e a s o n a b l e  n o t i c e  a s  o u r  c o n t r a c t  r e q u i r e s ,  t o  a t t e m p t  t o  f o r c e  t h e  s a l e  o f  a n y  

p r o p e r t y  i n t e r e s t  a  d e l i n q u e n t  f i s h e r  m a y  h a v e  i n  S t a t e  f i s h i n g  p r i v i l e g e s ,  

p a r t i c u l a r l y  i n  t h o s e  c a s e s  I R S  s u b j e c t i v e l y  c l a s s i f i e s  a s  " e g r e g i o u s . "  On 

D e c e m b e r -  4 ,  y o u  r e p r e s e n t e d  t o  t h e  A l a s k a  C o n g r e s s i o n a l  D e l e g a t i o n  t h a t  t h e  

t a r g e t s  o f  y o u r  p r e - C h r i s t m a s  s a l e s  o f  e n t r y  p e r m i t s  w e r e  s u c h  " e g r e g i o u s "  c a s e s .

U n d e r  2 6  USC § 6 3 4 3 ,  C o n g r e s s  c r e a t e d  a n  a f f i r m a t i v e  d u t y  o n  t h e  p a r t  o f  t h e  

I R S  t o  r e l e a s e  a  l e v y  w h e n  " s u c h  l e v y  i s  c r e a t i n g  a n  e c o n o m i c  h a r d s h i p  d u e  t o  t h e  

f i n a n c i a l  c o n d i t i o n  o f  t h e  t a x p a y e r  . . . T h e  c l e a r  r e q u i r e m e n t  o f  § 6 3 4 3

m a n d a t e s  a  l e v y  r e l e a s e  i n  a l l  c a s e s  o f  e c o n o m i c  h a r d s h i p ,  r e g a r d l e s s  o f  w h e t h e r  

o r  n o t  t h e  I R S  h a s  s u b j e c t i v e l y  d e s i g n a t e d  a n y  s u c h  c a s e  a s  " e g r e g i o u s " .  D e s p i t e  

t h i s  m a n d a t e ,  y o u  h a v e  i n s i s t e d  t h e  S t a t e  n e g o t i a t e  a n  a g r e e m e n t  r e c o g n i z i n g  t h e  

p u r p o r t e d  r i g h t  o f  t h e  I R S  t o  a t t e m p t  t h e  f o r c e d  s a l e  i n  c a s e s  t h e  I R S  d e t e r m i n e s  

a r e  " e g r e g i o u s " .  F r o m  y o u r  p r e - C h r i s t m a s  a c t i o n s ,  t h i s  a m o u n t s  t o  a  d e m a n d  o n  

t h e  S t a t e  t o  a c c e p t  a  p l e d g e  t o  d o  l e s s  t h a n  C o n g r e s s  h a s  a l r e a d y  r e q u i r e d .

I n  s h o r t ,  y o u r  J a n u a r y  1 4  l e t t e r  c l a r i f i e s  t h e  I R S  i s  n o t  o f f e r i n g  t h e  

S t a t e  o f  A l a s k a  a n y  c o n s i d e r a t i o n  f o r  t h e  c h a n g e s  y o u  w o u l d  l i k e  t o  s e e  i n  S t a t e  

1 a w .

R e c e n t  E v e n t s

I t  i s  c l e a r  t h e  I R S '  r e c e n t  a c t i o n s  a r e  a n  i m p r o p e r  a t t e m p t  t o  p r e s s u r e  t h e  

S t a t e .  I n  a d d i t i o n ,  t h o s e  a c t i o n s  d e m o n s t r a t e  a  l a c k  o f  b e s t  e f f o r t s  w i t h  

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

t o  t h e  c u r r e n t  n e g o t i a t i o n s .

C o n s i s t e n t  w i t h  P a r t  3  o f  I R S  F o r m  4 5 8 5 ,  t h e  I R S  a s s u r e d  a  t a x p a y e r  

t a r g e t e d  f o r  y o u r  p r e - C h r i s t m a s  s a l e :  " T h e  m i n i m u m  b i d  p r i c e  i s  e s t a b l i s h e d  t o

p r o t e c t  y o u r  i n t e r e s t s  i n  t h e  p r o p e r t y . "  T h i s  w r i t t e n  r e p r e s e n t a t i o n  w a s  

d e c e p t i v e .  T h e  I R S  s e t  t h e  m i n i m u m  b i d  a t  5 3 , 3 7 5 ,  w h i c h  i s  a  f r a c t i o n  o f  t h e  

a v e r a g e  5 3 0 , 0 0 0  f o r  a n  a u t h o r i z e d  S t a t e  t r a n s f e r .  A f f i d a v i t s  p r o v i d e d  t o  CFEC
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s t a t e  a  R e v e n u e  O f f i c e r  u n d e r  y o u r  d i r e c t i o n  a d v i s e d  p o s s i b l e  b u y e r s  a s  f o l l o w s :  

i n  o r d e r  t o  p u r s u e  t h e  I R S '  p r e s e n t  d i s p u t e  w i t h  t h e  S t a t e ,  t h e  I R S  i n t e n d e d  t o  

s e l l  t h e  p a r t i c u l a r  p e r m i t s  f o r  " s u b s t a n t i a l l y  b e l o w  t h e  p e r m i t s '  f a i r  m a r k e t  

v a l u e "  a n d ,  o n c e  a  p e r m i t  w a s - t r a n s f e r r e d ,  i t  w o u l d  " o p e n  t h e  f l o o d g a t e s "  o f  

S t a t e  p e r m i t  s e i z u r e s  b y  t h e  I R S .  T h e  a f f i a n t s  s t a t e d  t h e  R e v e n u e  O f f i c e r  

v o l u n t e e r e d  " t h e  C o m m i s s i o n e r  o f  t h e  I R S  i s  a w a r e  o f  t h e  s i t u a t i o n  a n d  t h e  m a t t e r  

i s  r e c e i v i n g  a t t e n t i o n  a t  t h e  h i g h e s t  l e v e l s  a t .  t h e  I R S  W a s h i n g t o n  D . C . ,  

h e a d q u a r t e r s ’’ a n d ,  a l s o ,  t h e  I R S  i n t e n d e d  t o  p u r s u e  ' i t s  d i s a g r e e m e n t  w i t h  t h e  

S t a t e  o f  A l a s k a  " t o  a  c o n c l u s i o n  t h a t  i s  s a t i s f a c t o r y  t o  t h e  I R S . "  B a s e d  o n  

t h e s e  a f f i d a v i t s ,  i t  a p p e a r s  t h e  I R S  w i l l f u l l y  b r e a c h e d  i t s  d u t i e s  t o  t h e  S t a t e  

i n  a n  a t t e m p t  t o  i m p r o p e r l y  c o e r c e  t h e  S t a t e  i n t o  a c t i n g  a s  t h e  I R S  d i c t a t e d .

M o r e o v e r ,  y o u r  D e c e m b e r  6 ,  1 9 9 6  l e t t e r  s t a t e s ,  i f  w e  f a i l  t o  m e e t  y o u r  

e x p e c t a t i o n s  f o r  f u t u r e  n e g o t i a t i o n s ,  " f i s h i n g  e n t r y  p e r m i t s  w i l l  c o n t i n u e  t o  b e  

s e i z e d  a n d  s o l d  [ a n d  t h e r e b y ]  e n d a n g e r [ ]  t h e  i n t e r e s t s  o f  A l a s k a  t a x p a y e r s  ( e . g . ,  

d e v a l u e d  f i s h i n g  p e r m i t s ,  p e r m i t s  s o l d  t o  n o n - A l a s k a n s ) . "  C o n s i s t e n t  w i t h  y o u r  

l e t t e r ,  a  R e v e n u e  O f f i c e r  u n d e r  y o u r  d i r e c t i o n  h a s  a n n o u n c e d  h e  w i l l  r e s e l l  a n  

e n t r y  p e r m i t  f r o u ^ t h e  p r e - C h r i s t m a s  s a l e  o n  o n e  d a y ' s  n o t i c e .  A R e v e n u e  O f f i c e r  

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

a t  a n y  m o m e n t .  A d d i t i o n a l l y ,  we  r e c e i v e d  a  c a l l  f r o m  a  w i d o w  i n  A n c h o r a g e  w h o  

r e p o r t e d  a  R e v e n u e  O f f i c e r  t h r e a t e n e d  t o  s e l l  h e r  f i s h i n g  p r i v i l e g e s  a n d  t h o s e  

o f  h e r  d e c e a s e d  h u s b a n d  f o r  a s  l i t t l e  a s  $ 3 , 0 0 0 .

I n  a d d i t i o n  t o  d i s r u p t i n g  o r d e r l y  i m p l e m e n t a t i o n  o f  t h e  L o a n  P r o g r a m ,  I R S '  

p r e - C h r i s t m a s  a c t i o n s  a n d  t h r e a t e n e d  a c t i o n s  r e q u i r e  t h e  E n t r y  C o m m i s s i o n  a s  

A d m i n i s t r a t i v e  L a w J u d g e s  t o  r u l e  o p  a n y  c l a i m s  t h a t  r e s u l t .  I f  w e  a r e  i n  t h e  

m i d s t  o f  n e g o t i a t i n g  w i t h  y o u ,  a n d ,  o n  2  d a y s '  n o t i c e ,  w e  a r e  r e q u i r e d  t o  r u l e  

o n  a  r e l a t e d  c l a i m ,  we f a c e  a  c o n f l i c t  t h a t  c r e a t e s  a t  l e a s t  a n  a p p e a r a n c e  o f  

i m p r o p r i e t y .  We n e e d  s u f f i c i e n t  w a r n i n g  f r o m  y o u  t o  b e  a b l e  t o  w i t h d r a w  f r o m  

n e g o t i a t i o n s  b e f o r e  s u c h  a  c o n f l i c t  a r i s e s .

A p a r t  f r o m  o u r  r e q u i r e m e n t s  t o  f u n c t i o n  a s  A d m i n i s t r a t i v e  L a w J u d g e s  u n d e r  

S t a t e  l a w ,  y o u r  p r e - C h r i s t m a s  a c t i o n s  d a m a g e d  t h e  c l i m a t e  f o r  c o o p e r a t i o n  b e t w e e n
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t h e  S t a t e  a n d  F e d e r a l  G o v e r n m e n t .  S e e  t h e  e n c l o s e d  l e t t e r  f r o m  o u r  G o v e r n o r  t o  

t h e  A l a s k a  C o n g r e s s i o n a l  D e l e g a t i o n .

A g a i n ,  o u r  a g r e e m e n t  r e q u i r e s  m e a n i n g f u l  n o t i c e  f r o m  y o u  i d e n t i f y i n g  y o u r  

t a r g e t s  w e l l  i n  a d v a n c e  o f  a n  I R S  f o r c e d  s a l e .

W h e r e  Do We Go F r o m  H e r e

M o r e  t h a n  o n c e  i n  t h e  p a s t ,  w e  h a v e  d i s c u s s e d  t h e  p o s s i b i l i t y  o f  e x t e n d i n g  

t h e  S t a t e ' s  T a x  O b l i g a t i o n  L o a n  P r o g r a m  p r e s e n t l y  d u e  t o  s u n s e t  t h i s  s p r i n g .  We 

c o m m i t t e d  t o  e x p l o r e  t h a t  a l t e r n a t i v e .  Wh e n  w e  t a l k e d  l a s t  F r i d a y ,  y o u  a s k e d  

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

o p t i o n .  A c c o r d i n g l y ,  y o u  p r e p a r e d  a  l e t t e r  t o  G o v e r n o r  K n o w l e s '  a d v o c a t i n g  t h i s  

a l t e r n a t i v e .

I n  c o n t r a s t  t o  t h e  o t h e r  I R S  p r o p o s a l s ,  t h i s  o p t i o n  m a k e s  t h e  m o s t  s e n s e  

f o r  s e v e r a l  r e a s o n s .

F i r s t ,  t h e  S t a t e - I R S  " p a r t n e r s h i p ' 1 h a s  p r o v e n  e f f e c t i v e  t o  a s s i s t  A l a s k a n  

f i s h e r s  d a m a g e d  b y  t h o  p o s t - 1 9 8 8  a d v e r s e  m a r k e t  c o n d i t i o n s  n o t  o n l y  i n  a c h i e v i n g  

f e d e r a l  t a x  c o m p l i a n c e ,  b u t  i n  o r d e r i n g  t h e i r  o t h e r  f i n a n c i a l  a f f a i r s .

S e c o n d ,  o u r  j o i n t  c o o p e r a t i o n  h a s  r e a p e d  r e w a r d s  i n  c a s e s  i n  w h i c h  t h e  I R S ,  

a l o n e  o r  t h r o u g h  c o n t r a c t o r s ,  o t h e r w i s e  h a s  b e e n  u n s u c c e s s f u l .  I n  t h i s  r e g a r d ,  

w e  a r e  a w a r e  t h e  I R S  i n s t i t u t e d  a  p i l o t  p r o g r a m  i n  1 3  s t a t e s ,  i n c l u d i n g  A l a s k a ,  

t h r o u g h  w h i c h  p r i v a t e  c o l l e c t o r s  w e r e  t o  b e  h i r e d  b y  t h e  I R S  t o  c o l l e c t  

d e l i n q u e n t  t a x e s .  A c c o r d i n g  t o  a  r e c e n t  a r t i c l e ,  t h e  I R S  i s  d i s a p p o i n t e d  i n  t h i s  

p r o g r a m ,  b e c a u s e  t h e  f i v e  c o l l e c t i o n  a g e n c i e s  h i r e d  b y  t h e  I R S  w e r e  a b l e  t o  

c o n t a c t  o n l y  a b o u t  9%  o f  t h e  t a x p a y e r s  a n d ,  a c c o r d i n g  t o  t h e  c o l l e c t i o n  a g e n c i e s  

i n v o l v e d ,  t h e  p o o r  r e s u l t s  w e r e  " b e c a u s e  t h e  I R S  w a s  l a t e  i n  g e t t i n g  t h e  f i l e s  

t o  t h e m  a n d  t h e  f i l e s  w e r e  e x t r e m e l y  o l d . "

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

r e s p e c t i v e  g o a l s ,  l a r g e l y  w i t h o u t  c o u n t e r p r o d u c t i v e  a d v e r s a r i a l  c o n f l i c t .  We
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believe this effect has and continues to raise our citizens' confidence in our 

respective governments. Specifically, the process has become less threatening 

and less fearsome to the lone fisher with tax problems, because we are working 

together.

Fourth, our cooperation has identified many Federal and State tools 

available to assist fishers. As a result, these tools have been more fully 

utilized than has been the case in the past.

Fifth, our respective efforts have put a human face on what otherwise could 

be characterized as mechanical processing by the IRS in relative isolation from 

the community. In this time of shrinking federal budgets and operations, we 

believe our cooperative undertakings should serve as a model for the future. In 

short, we continue to achieve good results and, thus, should persist on the path 

we know to be productive.

This week, after conferring with the Commission and the Division of

Investments, State Representative Ivan introduced HB 123 to extend the Tax 

Obligation Loan Program. While this is a positive first step, persuading the 

Legislature and the Administration of the merits of this legislation will be an 

extremely difficult task. As you well know, there are very many worthy and 

competing alternative uses for the same funds. We need meaningful numbers from 

the IRS to show (1) the extent of the current problem; (2) the extent to which 

Alaskans have been helped; and (3) the extent of improvement in tax compliance 

since the original information presented by the former IRS Chief of Collections 

in 1993. This is the same information we requested more than a year ago

consistent with our agreement. The numbers you employed in your January 14

letter suggest a substantial improvement of at least 58%. However, the figures 

you employed in your more recent letter to the Governor appear inflated. We need 

some real information from the IRS to present to the Legislature and the 

Governor.

E x h i b i t  D
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Mr. Paul Beene -8- February 14, 1997

In the interim, we have to operate with the sunset of the Loan Program in 

mind. We must evaluate and coordinate our outreach efforts to ensure maximizing 

service to Alaskans and revenue to the federal government. To further this goal, 

I reported to your Chief of Examination, Mel Joseph, that, on the recommendation 

of the IRS, the State has already modified its regulations governing permanent 

fund dividend recipients. Mr. Joseph and I are discussing practical ways to make 

use of the information that will be generated. This is an experimental work in 

progress, and we do not yet know whether it will prove to be a practical tool. 

Nonetheless, we remain committed to working through the process as we promised

Finally, as we have stressed in this letter, we must have meaningful notice 

of IRS' targets for seizure and sale well in advance of any action by the IRS so 

as (1) not to disrupt our planned cooperative efforts, and (2) to allow 

sufficient time for intervention and help well before an IRS seizure and forced 

sale.

The Legislature is in session for only 120 days. We hope you will address 

these points at our meeting on Wednesday, February 19.

IRS.

Yours truly,

COMMERCIAL FISHERIES ENTRY COMMISSION

Dale Anderson, Commissioner 

Marlene Johnson, Commissioner 

Bruce Twomley, Chairman

by:

E n c lo s u re E x h i b i t  D

( 8  o f  1 0 5



~ ~  1 r i zr\ j  * *%_ FiT-c'Nu'S wZ. ~z _ z l  ~

Internal Revenue Service Department of the Treasury*

D is t r ic t  9 1 5  S e c o n d  A v e ..  S e a t t le .  W a s h .  98174
D ir e c t o r

Governor Tony Knowles FEB 12 1997
Office of the Governor 
P.O. Box 110001 
Juneau, AK 99811-001

Dear Governor Knowles:

The Internal Revenue Service (IRS) is pleased with the results o f the State o f Alaska's 
administered Tax Obligation Loan Program (SB251). During the 2-year period thatw e have worked with 

the Alaska Department of Commerce and Economic Development and Division of Investments (DO I), 

many Alaska fishers have successfully resolved their tax problems. To date, the IRS has received more 
than four million dollars. However, it is our understanding that new loan applications must be received 

no later than February 28,1997, to insure that the applications are processed and the funds disbursed 
prior to May 26,1997, when the Bill's sunset provision takes effect.

The termination of this program could not have ccme at a worse time. Many fishers are in the 

process of completing their 1996 tax returns. Many rural Alaskans have been unable to obtain 

assistance to prepare their returns and loan packages. For example, IRS employees were accompanied 

by an employee Irom DOI during the week-long visit where we talked to fishers in Dillingham. 
Manokotak, Togiak, and New Stuyahok. However, we were unable to serve all residents wishing »o 
resolve their problems. W e have scheduled additional trips in March and April, but do not knew whether 

these individuals will be able to avail themselves cf the State's loan program in time. Tax Obligation Loan 

applications were received from 15 individuals. The total loan amount requested was approximately 
5397,000.

The Tax Obligation Loan Program has been a positive step in minimizing the need for the IR S  to 

take enforcement action. Over the past several years we have been working together with the State of 
Alaska to avoid the necessity of seizing and selling permits. In July of 1996, we met with various State 

agencies, members of the fishing community, Native organizations, and the Alaska congressional staff 

in a symposium format to look at alternatives to seizure action and various methods to improve 
compliance in the fishing industry. W e believe progress is being made toward assisting fishers and 
minimizing the need for the IRS to administratively seize and sell permits. W hen we meet again on 

February 19,1597. one of the proposals on the table for discussion is the extension of the Tax Obligation 

Loan Program. W e believe this is critical to meeting our mutual goals and would like your support in 
extending the program. At this time, we have approximately 1200 delinquent permit holders of whom 900 
could possibly qualify fcr (he loan program. An extension wculd greatly assist these Alaskan fishers. 

While most of these individuals are not in jeopardy cf losing their permits because of tax delinquencies, 
it ’/vould be an easy resolution of their lax problems and enable them to concentrate cn what they do best, 

which is contributing to trie commercial fishing industry in Alaska.

W e firmly believe (hat our partnership efforts with key participants in this industry will resolve the 
issues that have divided us in the past W e lock forward to working with the individuals representing the 
State of Alaska at the February meeting and to your support in extending the Tax Obligation Loan 
Program.

Sincerely,

 .
Paul Beene 

District Director 
Pacmc-Ncrthwest District

E x h ib i t  C
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January 21, 1997

The Honorable Ted Stevens 
United States Senate 
522 H an  Senate Office Building 
Washington, DC 20510-2354

Dear S en a to e lev en s:

I am writing to request your administrative or legislative assistance in stopping the 
Internal Revenue Service (IRS) from forcing the sale o f Alaska limited fishing 
privileges.

As you know, the IRS has persistently attempted to force the sale o f Alaska limifp/i 
fishing privileges for some time. Last March, the Alaska Commercial Fisheries Entry 
Commission (CFEC), in its C a rle  decision, denied a demand by IRS to force transfer 
o f privileges held by an elderly Alaska Native fisherman.

Notwithstanding the C a rle  decision, on December 11, 1996, the IRS shocked the State 
o f Alaska by conducting a pre-Christmas sale of an Alaska limited entry permit. The 
Cook Inlet set net permit was held by a 54-year-old Alaska Native fisherman from a 
small coastal community and valued at 330,000. The IRS sold the permit for only 
S5,005.

The IRS is well aware the State of Alaska stands ready to cooperate and intervene to 
help such individual fishermen through Alaska’s secured loan program. With the help 
o f the Alaska Business Development Center and others, the state has so far aided 
numerous individual fishermen in meeting their tax obligations and generated more 
than 34 million in revenue to the IRS. Yet the IRS gave the state only two days’ 
notice of its sale.

The pre-Christmas timing of this sale is deplorable. People are especially vulnerable 
at Christmas, both financially and emotionally. Adverse actions taken at this time can 
cause tragic consequences. Additionally, two days’ notice effectively precludes the 
state from meaningful intervention and counsel to the individual fisherman.

Despite congressional direction to the IRS to avoid Hardship in its collection practices, 
this sale appears calculated to inflict maximum harm on the taxpayer.

E x h i b i t  □
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Senator Ted Stevens 
January 21, 1997 
Page 2

As you know, in  Alaska’s small coastal communities, fishing privileges represent a 
right to work and a way of life for thousands o f Alaskans. You are also aware the 
IRS led the state into talks about this issue promising a "fresh start." This pre- 
Christmas sale represents a giant step backward.

As the IRS knows, Alaska is in the last months of our successful tax loan program. 
The state and the Alaska Business Development Center are systematically traveling 
throughout the state to help Alaska’s fishermen secure the benefits of this program. 
IRS’ precipitous action drops a grenade into these planned efforts and causes extreme 
hardship to the individual fisherman. Such action can destroy a small business and 
force a fishing family onto public assistance.

W e would welcome your help in avoiding such hardship. I invite you to work with 
John Katz o f my Washington office, and Bruce Twomley, Chairman of the CFEC, 
toward this end.

Sincerely,

E x h i b i t  □
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Darle Decisi5n f  
•, ’ I. INTRODUCTION.

http://www.clec.state.ak.us/decision/96003.hlmssecll

The Internal Revenue Service (IRS) administratively seized property possessed with respect to an Alaskan salmon 
limited entry permit held by Francis S. Carle, a 61- year-old Alaska Native fisherman from Hydaburg, Alaska. The IRS 
Attempted to sell the right, title and interest of Mr. Carle in and to his fishing privileges at its Anchorage public auction in 
December of 1995.

Subsequent to this administrative seizure and sale, the IRS applied to the Commission for a voluntary transfer of 1he 
privileges completing the application forms as if it were Mr. Carle.

An Alaska limited entry permit is a use privilege that may be transferred only by the Alaska Commercial Fisheries Entry 
Commission (CFEC), and CFEC is required to review every request for transfer to ensure compliance with the law. AS
16.43.170.

This application for transfer is the first time CFEC has been called upon to review an IRS request for transfer arising from 
an IRS administrative levy and sale. We agreed to review this request as expeditiously as possible, and, toward that end, 
we Commissioners are taking up the request directly (without the normal, intermediate procedural levels of review).

Although we provide background and discuss additional issues raised by IRS, this request for transfer presents a simple 
question of IRS' statutory authority.

We have reviewed(l)IRS' application and conclude federal governing statutes do not authorize the administrative levy 
and sale of Alaska limited fishing privileges. Therefore, we deny IRS' request.

II. FACTS OF IRS' REQUEST FOR TRANSFER OF MR. CARLE'S FISHING PRIVILEGE.

A. Mr. Carle.

rrancis S. Carle is a 61-year-old fisherman from the Alaska Native fishing community of Hydaburg on Prince of Wales 
Island in Southeast Alaska. As an Alaska Native elder, Mr. Carle has maintained for his lifetime a traditional dependence 
upon commercial fishing as his only means of earning a living to support himself and his extended family (including his 
wife, two sons, and daughter).

In 1975, pursuant to AS 16.43 et. seq., the State of Alaska Commercial Fisheries Entry Commission (CFEC) originally 
issued Mr. Carle his Southeast Alaska purse seine entry p e rm it^ T he  permit is a revocable use privilege. As 
16.43.150(e) The state found Mr. Carle would have suffered "significant economic hardship" without the permit, because 
he was so heavily dependent upon the fishery. In fact, Mr. Carle's dependence on his salmon fishing was so substantial, 
the state could not have denied him Ihe privilege even if it meant issuing more than the maximum number of entry 
p erm its^

Mr. Carle's Southeast salmon seine permit is one of three such permits in Hydaburg today. Mr. Carle has owned his own 
seine vessel since 1963. In his seine operation, Mr. Carle employs six crewmembers from Hydaburg.

B. IRS Action.

On November 13,1995, pursuant to 26 USC 6331 (a), the IRS levied upon properly possessed by Mr. Carle with respect 
to his permit by personally serving him with a Notice of Seizure^)

IRS published a notice(5)for its public auction of property of Mr. Carle and others in the Juneau Empire on November 29, 
1995, that stated in pari as follows:

Sales are subject to any and all qualifications and/or restrictions established by the Alaska Limited Entry Fishing 
Commission . . . .  Successful bidders must meet all qualifications prior to transfer.

Mr. Carle turned to his local tax preparer and Alaska Legal Services Corporation for help. When Mr. Carle's tax preparer 
was out of town and unable to complete the required work in time, Mr. Carle's attorney sought help from the IRS Problem

noMo/oci ■in-An-nn

http://www.clec.state.ak.us/decision/96003.hlmssecll


The economy is dependent to the extent of more than two-thirds (2/3) of its income upon Federal Expenditures.
Carle Decision http://www.cfec.state.ak.us/decision/96003.htm#secll

However, the prevailing view was Alaska could survive as a state, but only if Alaska controlled its own natural resources 
^ inc lud ing fisheries£L5)

H.R. 7999 will enable Alaska to achieve full equality with existing States, not only in a technical juridical sense, but 
in practical economic terms as well. It does this by making the new State masler in fact of most of the natural 
resources within its boundaries . . . .

In order to understand clearly the necessity for certain different provisions in the Alaska statehood bill, it is 
advisable to have in mind some of the basic facts about Alaska's peculiar situation.

Over 99 percent of the land area of Alaska is owned by the Federal Governmei'.',. [SJuch a condition is 
unprecedented. . . .

Much of the remaining area of Alaska is covered by glacier, mountains, and worthless tundra. Thus it appeared to 
the committee that this tremendous acreage of [federal] withdrawals might well embrace a preponderance of the 
more valuable resources needed by the new State to develop flourishing industries with which to support itself and 
its people.

If Alaska is to become a State, it must be a full and equal State, and not a puppet of the Federal Government.

With respect to demands on the Federal Treasury, proponents of statehood also noted£lS):

Concretely, the grant of statehood will mean some saving to the Federal Government as the people of Alaska take 
over part of the burden of supporting certain governmental functions now borne by the United States Treasury.

The "extreme degree of Federal domination of Alaskan affairs"(J2)and its deleterious effect was very evident in Alaska's 
salmon fisheries. As long as Aiaska remained a Territory, the Federal Government managed Alaska's fisheries. Under 
federal management, canneries were allowed a monopoly over the Alaska salmon harvest through the use of fish traps. 
This federal management practice undermined sustained yield management and, over time, resulted in severe harm to 
the resource. Additionally, federal management of Alaska's fisheries through fish traps denied individuals, who 
traditionally relied on commercial fishing for their livelihood, the opportunity to fully participate in the commercial harvest. 
As the result of this exclusion, these individuals and those dependent upon them suffered severe economic distress. This 
placed a heavy burden on the Territory and the Federal Government to provide basic support to those individuals, their 
families and their communities.

Senator Ernest Gruening summarized 1he fishery situation before statehood:

The Salmon Conservation Fiasco.-Another long-standing Alaskan grievance relates to the depletion of what was 
once Alaska's greatest natural resource, the salmon fishery. It was also the nation's greatest fishery resource.

The Pacific salmon originate in the rivers and lakes of North America's northwest coast; they migrate to sea and 
return to Ihe waters that gave them birth to spawn and then to die The salmon industry consists of catching them 
as they return at the end of their life cycle and processing 1hem, chiefly by canning. Such was the abundance of 
this resource that Alaska's coastal streams were once solidly red with the mass of anadromous salmon. The first 
cannery was established in Klawock in 1878 and others followed, financed chiefly by San Francisco capital. 
Conservation was undreamed of in those days. Not until 1889 did the federal government, alerted by warnings of

http://www.cfec.state.ak.us/decision/96003.htm%23secll
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Alaska's limited entry system is the product of years ot effort by Ihe State beginning in 1961. Two previous 
attempts by the legislature to establisn the means to limit entry into Alaska's fisheries failed as the result of legal 
challenges.

The Alaska legislature persisted, however, because A laska’s salmon fisheries were experiencing a long and 
threatening decline, while the number of participants continued to increase substantially, which resulted in more 
and more fishing pressure on a diminishing resource. A limited entry system was the only means by which the 
State could control a critical variable in the management of its fishery resources: the number of fishermen 
participating in a given fishery.

Following action by the legislature, in 1972, Alaska voters approved an amendment to Article VIII, Section 15 of the 
Alaska Constitution, which authorized:

the State to limit entry into any fishery for purposes of resource conservation, to prevent economic distress 
among fishermen and those dependent upon them for a livelihood and to promote the efficient development 
of aquaculture in the State.

Building upon this constitutional foundation, in 1973, the Alaska legislature adopted the Limited Entry Act, which 
has resulted in the largest limited entry program of its kind in the United Slates. Limitation of entry into all 
twenty-six of Alaska's salmon fisheries followed shortly. During 1978, by referendum, the voters of Alaska again 
supported limited entry by a margin of almost two-to-one. Today, some forty-six of Alaska's fisheries are under 
limitation.

As a food source important to Alaskans and the world, Alaska's fisheries are without question one of its most 
important renewable resources. Alaska's fisheries employ a substantial segment of the State's population, and 
many remote communities rely upon commercial fishing as their primary economic base. Therefore, sound 
management of its fisheries is crucial to the State of Alaska, and limited entry is an important part of the State's 
management system.

Extensive biological, economic, historic, and cultural data and analyses have been generated to aid the 
development, enactment, and review of entry limitation in Alaska. (A partial bibliography is set forth in Appendix A.) 
Thousands of hours of hearings throughout the State and before the legislature have informed the choices made in 
shaping Alaska's limited entry system. Alaska's courts have carefully scrutinized the program and developed a 
body of law governing limited entry in Alaska that is both extensive and unique. (A partial list of cases decided by 
the Alaska Supreme Court is set forth in Appendix B.)

In addition to direction and support from the legislature and the courts, Al aska's limited entry program has 
functioned only through the continuing cooperation and support of the Governor of Alaska, the Alaska 
Departments of Fish and Game, Law, Revenue, Administration, Commerce, and Public Safety, together with that 
of private citizens, economists, lawyers, scientists, processors, and, particularly, fishermen.

Under AS 16.43.140, no commercial fisherman may operate fishing gear in a limited fishery without an entry 
permit. The Alaska Commercial Fisheries Entry Commission (CFEC) issues entry permits and adrrvnisters the

legally required tnnl of his irarie. In establishing limited entry and considering the needs of the State and its 
citizens, the Alaska legislature gave careful consideration to the nature of an entry permit and the privileges that a 
permit would extend to its holder.

In enacting a limited entry system, if the legislature had been committed only to simplicity and economy, it could 
have authorized auctioning of a limited number of property rights to its fisheries. The legislature rejected this 
approach, because it would not have been consistent with the State's most important objectives in establishing a 
limited entry system.

The legislature recognized that,
an entry permit could

e; nf cn 03/13/98 12:49:3:
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generating an additional and unnecessary State bureaucracy.
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ConsisLenLwit
I  AS 16.43.170. To ensure against intemperate 

transfers, the legislature requires a 60-day waiting period before a permit may be transferred. A fisherman may 
revoke an agreement to transfer any time during this 60-day period. A number of legal requirements must be 
satisfied before CFEC will approve a transfer. AS 16.43.170; 20 AAC 05.710.

distrained, nr sold  on execution of ju d g em ent nr under any other process or ordenoLany court." Additionally, a 
fisherman m a y  not p ledge his entry permit as security for a debt. (The legislature recognized that the absence of a 
properiy right might impair a fisherman’s ability to obtain financing for the purchase of a permit and his fishing 
operation, and, therefore, established two State authorized loan programs. AS 16.10.333*16.10.377; 44.81.271; 
and 44.81.230-44.81.250.) Just as a fisherm an cnuld nnt, cnnlrary  tn State law, create  a security interest in his

to many variahles frnm

ilily. [The legislature notes that the Social Security 
Administration has acknowledged the wisdom of Alaska’s approach by recognizing that an entry permit is essential 
to self-support, and, therefore, by not considering the market value of a permit as an alternative resource in 
determining an individual's eligibility for Supplemental Security Income benefits. 50 Fed. Reg. 42683, 42685 
(1985).]

tn fnrieiture, if its holder fails in abide by the applicable laws. See, for example, AS 16.05.480; 16.05.665;

Stale retains the dominion and cnntrol necessary tn protect and manage.ils fisheryj-esources.

In conclusion, compelling_Stalejnterests-werfi^fin/£d^when the legislature rejected 1he idea that an entry permit 
represent a property right belonging to the permit holder. Instead, theJegislature-Chosejp.establish an.entry_petmit

In this manner, Alaska established fundamental policies through its comprehensive fisheries management system.
Alaska directed the benefits of the system to individual fishers dependent on the resource (as opposed, for example, to 
processors, banks, and investment companies). From its unique circumstances giving rise to statehood, Alaska has 
attempted to protect individual fishers from economic coercion by nonfishers and from forced loss of their livelihood.

When too many participants threatened sustained yield and caused economic distress among fishers, Alaska established 
limited entry, but not an exclusive right or special privilege of fishery. AS 16.43.150(g) ensures individual fishers are fully 
accountable only to the state, so no third party can pressure or influence their commercial fishing activities. Consider, 
Alaska manages more fishery resources and more coastline than exist in the rest of the United States combined. 
Currently, / laska has some 54 enforcement officers in ihe field. Alaska requires complete authority over fishing activities 
to ensure compliance with regulations necessary for sustained yield. The risk of losing fishing privileges is a critical 
incentive to comply with Alaska's requirements for sustained yield of its fisheries.

And Alaska's requirements are many. See, for example, AS 16.05; AS 16.10; AS 16.40; AS 16.43, and regulations 
adopted thereunder. As sovereign, Alaska closely regulates its fisheries, as necessary, to open and close fishing 
seasons, to prohibit fishing, to limit the size of vesse ls as well as type and amount of gear, to restrict areas of fishing, to 
limit the amount of harvest, to ensure escapement, to impose strict liability for certain fishing offenses, to board vesse ls 
without warrants, and to forfeit permits, vesse ls, gear and catch^21)

noMo/no * o.^n. a
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salmon fishery through the limited entry system.

Nevertheless, the report recognizes limited entry would become a destabilizing influence in the area if permits are sold 
^ o u ts id e  the area. It also notes the risks of open access fisheries:

The limited entry permit system is the other powerful force at work in the region. The loss of commercial permits to 
outsiders by sa le alienates the local society from its resource base. With the development of the fisheries, the 
market value of commercial permits increases, making sa les for short term gain more attractive. The opening of 
new commercial fisheries without limits on outside competition holds the potential for degradation of ihe resource 
or loss of the value of the resource to more heavily capitalized competitors. Further, the need to preserve a 
commercial resource from over- exploitation requires the application of restrictive management systems from state 
or federal agencies.

In summary, commercial fishing provides one of the few sources of cash income in many isolated rural fishing 
communities. Cash is needed in these villages both to purchase basic necessities and to purchase gear and equipment 
needed for subsistence harvests. Limited entry helped stabilize a source of monetary income through the initial allocation 
of entry permits to applicants in those communities and by preventing the dilution or destruction of that economic base 
through the influx of large numbers of outsiders.

The State of Alaska must preserve the economic base in such isolated rural fishing villages. With declining oil revenues, 
Slate subsidies in such communities may decline by necessity in the near future. Furthermore, Alaska is becoming 
increasingly responsible for the economic welfare of its citizens as the Federal government significantly downsizes its 
activities (in part, through reductions in public assistance) in order to balance the Federal budget. The fragile economic 
base in these communities is of vital importance.

Any substantial loss of permits in these villages would be devastating. Large-scale seizure of entry permits by the IRS 
and sales to outsiders pose such a threat to the economies of many rural fishing villages. The widespread poverty in 
many of these villages and the lack of cash and/or available credit means persons within such villages likely would be 

^Punable to compete with outsiders at IRS permit auctions.(28)

B. IRS has Targeted Individuals in Rural Alaskan Communities.

1. IRS asserts "unlimited supply" of limited entry permits to sell.

a. IRS data.

For more than ten years, the IRS has declared its intention to se ize and force the sale of limited entry permits, making the 
state aware the problem is extensive throughout Alaska and heavily concentrated in isolated rural communities. As 
former Chief of Collections for the IRS, Dave Tucker, announced(29)Jn 1994: "we have an unlimited supply of entry 
permits to sell."

Mr. Tucker estimated as many as 4,000 limited entry permits held by Alaskans could be at risk of IRS seizure due to 
failure to file tax returns and failure to pay federal tax obligations.(3Q) Four thousand limited entry permits would constitute 
roughly 40% of all permits held by Alaskansj(31)The primary source of this supply of limited entry permits is ru;ai Alaska.

In response to repeated requests from the State, in November of 1993, the IRS provided more specific estimates to the 
Entry Commission. ExhihiLl This limited view(32) shows as many as 26%(33)of Alaska resident limited entry permit 
holders(34)had failed to meet some federal tax obligations. The majority of individuals did not owe an overwhelming 
amount of taxes. Among those not in compliance, the IRS estimated 74% owed $10,000 or less, and 86% owed $20,000 
or less. Because some of Ihese figures are derived from IRS forced filing of returns when an individual has not filed, the 
amount owing likely would be much less upon filing of actual returns with full deductions for actual expenses.

®  Most disturbing is the focus on isolated rural fishing communities throughout Alaska. Among others, the IRS report 
singles out the Dillingham, Bethel, and Wade Hampton 1990 census districts as serious problem areas^35)

b. A glimpse behind the data.

n -I on n o H o / n o  - i n ‘ A C i . A A
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-A CO CO CO 60 53 $196,690 $3,711 0

CO CO o 63 45 72,410 1,609 0
11991 52 42 104,522 2,489 0

c. IRS summons: a snapshot ot IRS' enforcement targets.

In the summer of 1992, IRS served the Limited Entry Commission with an extensive summons demanding earnings 
records for more than 2,500 fishers^JL) IRS stated(i2).the individuals targeted by the summons were limited entry permit 
holders who failed to file returns for the year 1992. The information conveyed by the summons(43)is only a snapshot in 
time: it represents only part of the problem. As such, we need to cautiously view this information as the tip of an iceberg.

We extracted the following data from the summons to highlight the number of individuals targeted in the particular census

I®

Census Area Villages) Targeted b.yJRS.Summans

Dillingham Census Area

Togiak 69
Other Dillingham area 
communities M sl

TOTAL 218)

Bethel Census Area
Kipnuk 15
Other Bethel area communities 248

TOTAL 263

Wade Hampton Census Area

Hooper Bay 18
Other Wade Hampton area 
communities 224

TOTAL 242

2. IRS permit seizures cause significant hardship.

a. Isolated Alaskan fishing villages depend upon commercial fishing for their survival.

All of these data underscore the importance of commercial fishing as a source of livelihood for A laskans in many isolated 
fishing villages.(M)The loss of permits would reduce the monetary income of permit holders, their crewmembers, their 
families and households, and others in the community sustained through the village's non-commercial sharing networks.

The loss of permits and commercial fishing income would push more residents below the poverty level and increase the 
community's dependency on public assistance. The loss of commercial fishing income would also reduce the 
community's ability to purchase the gear, equipment, and supplies needed to harvest subsistence foods for survival.

b. Seizing entry permits undermines a purpose of limited entry (and may not be in the national interest).
/1\ I OIaIqp1 rnor>Inl rolotinnohln Aloel/a

©

Many villages are populated largely by Alaska Natives engaged in a "mixed, subsistence-cash" economy. 
Commercial fishing is one of the few sources of monetary income available to people in many of these 
villages.

Monetary income from commercial fishing is for basic necessities and is used to purchase the gear and 
equipment required to harvest subsistence food needed for basic survival. Permit holders, their 
crewmembers, their families and households, and others who are sustained through non-commercial 
sharing networks would all suffer from the loss of their commercial fishing economic base.

A 4 no H Q / i O / O Q  iO«/1Q-y1C 
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3. IRS and CFEC experience in villages.

IRS statistics highlight isolated, rural Native Alaskan villages. Communicating with villagers has always been 
difficult for distant governmental entities (including our own). For example, every attorney attempting to work 
within these communities has experienced a similar problem. Commonly, a resident produces a small stack 
of official letters. The correspondence is invariably years old and unanswered. At an earlier time, the letters 
were often from the U.S. Department of Interior informing the village resident of the necessity to respond 
within thirty days or lose the resident's claim to land.

In short, for a variety of reasons, including isolation, culture, language, and lack of formal education, the 
individuals did not have the capacity to answer such a letter(51)The inherent risk in governmental 
communications is for a distant bureaucrat to assume the individual who did not respond to the letter is a 
bad actor who requires a harsher measure to get his attention.{52)

Going to a village and meeting the individual can quickly dispel such a notion. Recently, Charles M.
Stromme, Chief of Special Procedures for the IRS in Alaska ,(53) returned from a regional village meeting 
held in Kasigluk (an Alaska Native village on the Yukon-Kuskokwim Delta) and announced, "my God, we're 
trying to collect money from people who don't even know we exist!"(M)

Individual insight, however, may not curb a bureaucratic agenda. At least one IRS supervisor has stated 
limited entry permit seizures should target lower valued limited entry permits in Western Alaska 
(representing less valuable commercial fisheries), because such lower valued permits are less likely to be 
rescued from the enforcement process by legal means, and, thereby, IRS could more quickly obtain ultimate 
legal victory over the State of Alaska(55)

At a time when IRS is facing severe budget reductions and responding with dramatic consolidation, we fear 
such a bureaucratic agenda may p r e v a i ls )

4. State of Alaska and IRS cooperation.

In the face of IRS' threat, the state has extended itself to help IRS achieve tax compliance and avoid IRS 
seizures of limited entry privileges. In turn, the IRS has supported and joined these efforts. Under the 
leadership of IRS' District Director Michael R. Allen(5Z)the IRS in Alaska committed resources to work with 
individual fishers to achieve voluntary compliance. The state has encouraged and joined in this effort as 
have private parties^SS)

The State Division of Investments (which manages the Tax Obligation Loan Program) and the Commercial 
Fishing and Agriculture Bank (CFAB) represent arms of the state established by the Alaska Legislature to 
avoid economic distress to fishermen and those who depend upon them for a livelihood. State employees 
have worked hand-in-hand with IRS employees to visit Rural Alaskan communities helping individuals 
understand and meet their tax obligations, often with the help of the Slate's Tax Obligation Loan Program. In 
slightly over a year during which the program has functioned, the state has committed more than $3.6 
million through the Tax Obligation Loan Program. This amount represents revenue the IRS would not likely 
have received but for the direct effort of the state.

Private individuals have helped as well. The Alaska Business Development Center works with individual 
permit holders throughout the state. In the Bristol Bay area, the Bristol Bay Economic Development 
Corporation together with the Bristol Bay Native Association have funded an office to work with local permit 
holders. In Western Alaska, other regional economic development corporations are looking at the Bristol 
Bay model in order to develop similar projects. In support, the Division of Investments, the University of 
Alaska, the Alaska Business Development Center, and the IRS are developing a plan through Volunteer 
Income Tax Assistance (VITA), to place accounting students in rural communities to assist individuals to 
meet their federal tax obligations.

http://www.ciec.state.ak.us/decision/96003.ntm#secll
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That no individual or public officer can sell, and convey good title to. the land of another, unless 
authorized to do so by express law, is one of those self-evident propositions to which the mind 
assents, without hesitation: and that the person invested with such power must pursue with 
precision the course prescribed by law, or his act is invalid, is a principle which has been 
repeatedly recognized by this court.

2. Federal tax lien.

A lien arises by operation of law upon "all property and rights to property, whether real or personal, 
belonging to such person" where (1) a tax assessment has been made; (2) a taxpayer has been given 
notice of the assessment, stating its amount, and demanding payment; and (3) the taxpayer has failed to 
pay the amount demanded within ten days after the notice and demand. IRC 6321; Salzman, IBS Practice 
and Procedure, 14.05 (2d ed. 1991). This tax lien does not seize or deprive the taxpayer of his property. It 
is merely a claim against the taxpayer's property comparable to a Uniform Commercial Code lien of a private
creditor. H.R. Rep. No. 1884, 89th Cong., 2nd Sess., 1966-2 CB 815; Saltzman, supra, 14.04 (2d ed.
1991).

3. Enforcement of federal tax lien.

The IRC provides the government with two methods to enforce the lien: (1) as in the case of Mr. Carle, it 
may levy, and sell the property administratively without judicial intervention pursuant to IRC 6331-6343 or
(2) it may institute suit to foreclose the lien pursuant to IRC 7403. LLS.V. Hemmen, 51 F.3d 883,887 (9th 
Cir. 1995); Saltzman, supra.

4. Statutory administrative levy and sa le provisions.

The statutory authority lor the IRS to levy upon and administratively sell property of a delinquent taxpayer is 
contained in the Internal Revenue Code (IRC), Subchapter D, Chapter 64, Subtitle F, in padicular 6331 
"Levy and distraint," 6335 "Sale of seized property," 6338 "Certificate of sale; deed to real properly," and 
6339 "Legal effect of certificate of sale of personal property and deed of real property." Related provisions 
are contained in Subchapter C, Chapter 64, Subtitle F governing liens for taxes, in particular 6321 "Lien for 
taxes" and in Subchapter A, Chapter 76, Subtitle F, governing civil actions brought by the United States, in 
particular 7403 "Action to enforce lien or io subject property to payment of tax."

In their relevant parts, we have set out the controlling federal statutes in this section.

IRC 6331 (a), [in part]

it any person liable to pay any tax neglects or refuses to pay the same within 10 days after 
notice and demand, it shall be lawful for the Secretary to collect such tax (and such further sum 
as shall be sufficient to cover the expenses of the levy) by levy upon all property and rights to 
property (except such property as is exempt under section 6334) belonging to such person or 
on which there is a lien provided in this chapter for the payment of such tax.

IRC 6331 (b). [emphasis added]

The term "levy” as used in this title includes the power of distraint and seizure by any means. 
Except as otherwise provided in subsection (e), a levy shall extend only to property possessed 
and obligations existing at the time thereof. In any case in which the Secretary may levy upon 
property or rights to property, he may seize and sell such property or rights to property 
(whether real or personal, tangible or intangible).

6335(e)(1)(B). [in part, emphasis added]

If, at the sa le, one or more persons offer to purchase said property for not less than the amount

0*3/1*3/00 io -acko
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required condition necessary before the IRS was entitled to administratively sell such property. 
Specifically, the IRS levy did not affect Mr. Carle's right, as a permit holder, to fish under State law. 
Alaska Statutes, Title 16, Eish-andGame.

6. Administrative sales and the plain language of statutes.

Controlling law in this circuit makes clear in conducting an administrative sale, the government must 
strictly comply with 6335. An d erso n  v. I l . f i ,  44 F.3d at 801 (holding where a sale was postponed or 
adjourned for a period in excess of 1 month in violation of 6335(e), the sale was invalid)^62) 
Goodwin 935 F.2d at 1065 (holding that failure to give the notice as required by 6335(a) invalidated 
a sa le notwithstanding that the delinquent taxpayer had actual notice of the sale).

Section 6335(e) gives the IRS three possibilities at the time of sale: sell the property, buy it, or release 
it. Anderson, 44 F.3d at 800. The statutory language is clear that the IRS shall: (1) if a bid is made that 
equals or exceeds the minimum price set by the IRS, declare the property sold to the highest bidder [ 
6335(e)(1)(B)]; and (2) give the purchaser a certificate of sa le upon payment of the full price [
6338(a)]. The use of the word shall leaves no room for discretion. Anderson, 44 F.3d at 799.

Specifically, the IRC requires such property "shall" be declared sold to the highest bidder at the sale. 
Also, the applicable federal regulations provide the properly shall be sold by the IRS "as is" and 
"where is" and "without recourse" against the IRS with "no guarantys (sic) of warranty, including the 
validl*y of title". 26 C.F.R. 310.6335-1 (c)(iii). Contrary to the explicit requirements of the IRC and the 
applicable regulations, the IRS conducted a sa le of Mr. Carle's property subject to the condition that 
CFEC transfer Mr. Carle's permit to the successful bidder. The IRC does not authorize the IRS to sell 
Mr. Carle's property subject to the condition that the State transfer Mr. Carle’s permit to the successful 
bidder. IRC 6335(c)(1)(B); IRC 6338(a); IRC 6339(a)(2)(63) Accordingly, the sa le is invalid under 
IRC as interpreted by our Ninth Circuit Court ol Appeals in Anderson and Goodwin

C. Conclusion.

In its application to transfer Mr. Carle's entry permit, IRS has raised other issues we will d iscuss 
briefly in the following section. However, at this point we conclude we must deny the requested 
transfer of Mr. Carle's fishing privilege. For lack of federal statutory authority, the administrative levy 
and sale (upon which the transfer request is based) appears to be ineffective.

V. OTHER ISSUES RAISED BY IRS.

A. Claim by IRS State Law Invalid.

In making this application, the IRS rejected the procedure required by the state(64.)as follows:

The IRS has not completed the Request for Permanent Transfer of Entry Permit Due to Involuntary 
Action form as the restrictions set out in A.S. 16.43.170(g)(6) and (h) are not applicable to transfer 
requests by permit holders and are invalid to the extent they interfere with revenue collection. E e te z jz  
Campbell 402 U.S. 637,649 (1971).

Eemzv. Campbell 402 U.S. 637, 29 L.Ed. 2nd 233, 91 Sup. Ct. 1704 (1971), does not stand for the principle that 
state laws "are invalid to the extent they interfere with revenue collection." The IRS was not a party to Perez, and 
the IRC was not at issue in Perez The case presented the U.S. Supreme Court with a glaring conflict between a 
specific state law and federal bankruptcy law. In short, federal bankruptcy law discharged debts in order to provide 
a fresh start for the debtor. 29 L.Ed. 2nd at 241. Directly to the contrary, the state law in question provided certain 
judgment debtors were not relieved of liability by a discharge in bankruptcy. Id at 238. The five-member majority 
stated the court must proceed by a 2-step process: (1) look for authoritative construction of the two statutes 
(federal and state); and (2) determine whether they are in conflict. Id at 239. With ease, the court found "both 
statutes authoritatively construed” and concluded they were in direct conflict. Id Due to direct conflict, the state law 
violated the Supremacy C lause of the Constitution and was preempted.(65)

noMo/no io./in.cf
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The word "property" is commonly equated with "things". However, in its true sense, property is a cultural 
concept that serves to order relations between people in organized societies. As noted legal philosopher 
Morris Cohen(69.) observed (emphasis added):

Whatever technical definition of property we may prefer, we must recognize that a property 
right is a relation not between an owner and a thing, but between the owner and other 
individuals in reference to things.

The U.S. Supreme Court and the lower federal courts routinely recognize that, although the IRC sets forth 
the rules to assess and collect taxes on property, the IRC does not create property; rather, property is 
created by non IRC law. JJLS.V. Bess, 357 US 51, 55 (1958);Aquilinev. LLfL, 363 US 509, 512 (1960);LL£Lv. 
D u rh am  l.u m h er Co7 363 US 522, 526 (1960);LJLS.v. Rodgers, 461 US 677, 683 (1983); U S . v. National 
Bank of Commerce, 472 US 713, 719-720 (1985);lnjreJargvvillingedaSatering_ElusJna, 911 F. 2d 1168,
1171 (6th Cir. 1990) cert. r ten 'rfOhin D e p a rtm e n t of Taxation v. l .R .S , 111 S . Ct. 2 8 1 5  (1 9 9 1 ); In re Kimura,
969 F. 2d 806, 811 (9th Cir. 1992). Alternatively stated, property may not be created under the IRC for the 
sole purpose of federal seizure. U.S.V. California, 281 F. 2d 726, 728 (9th Cir. 1960).

Lower federal courts addressing the issue have tended to treat the license as a tangible thing (like a car) or 
have addressed only disposition of proceeds after a license has been transferred by a government regulator. 
Few courts have considered whether a federal tax lien specifically attaches itself to the license itself, or the 
use and enjoyment thereof, the qualified right to request the state to transfer the license, or the proceeds 
thereof.

Since the LoxfintzeDruling(7D.)that an entry permit represents "property or rights to rroperty" under the IRC, 
a new line of cases concerning FCC licenses has analyzed the various relationships a licensee may have 
with third parties and what interests those relationships may affect. The analysis addresses some of the 
court's remaining questions posed to the parties at the conclusion of the Lorenlzoocase.

The threshold case, In re  R irfplpy C o m m u n ic a tio n s , Inc , 139 B.R. 3 7 4 , 3 7 7 -3 7 9  (Bkrtcy. D. Md. 1992), held 
a third-party creditor of the licensee may not assert a property right to force the sa le of the license against 
the government issuer and explained its reasoning as follows:

[A] license confers certain private rights upon the licensee and that these rights may be 
sold for profit to a private party, subject to Commission approval. [The] rights between 
licensees and the Commission are to be distinguished from rights between the licensee 
and a private third party. It is this distinction that permits a licensee to receive a profit 
from the transfer of a license to a third party.

The case of In re Jewel F. Smith, 94 Bankr. 220 (Bankr. D. Ga. 1988), [held] a 
creditor could not take a security interest in the debtor's broadcast license.

In Smith the creditor sought to abrogate the rights of the licensee, i.e., its ability to 
freely initiate a transfer of a license. The right to initiate a transfer is a right granted 
by the terms of the license and is seriously impaired if it is subject to the dictates
of a creditor This interference in the relationship between the licensee and
the [FCC] is precisely the evil the FCC was attempting to avoid by the terms of ils 
policy against the recognition of security in terests---

©
[l]n the instant case [the creditor] is not asserting any interest in the rights of a 
licensee with respect to the FCC. The right to transfer is a right between the FCC

:arl.e Decision 
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EBfiJCommunicaiions, 172 B.R. 132; Beach Teievision-Barlners, 38 F.2d 535.

Furthermore, the FCC's distinction between the license and the licensee's right to receive 
proceeds from an FCC approved transfer of it is the distinction between a privilege as between 
the licensee and the FCC and a property right as belween the licensee and third parties, such 
as creditors. See also, LLS.V. Berkshire Street Railway_Qon 219 F.Supp. 861 (DC Mass. 1963) 
(IRS may not enjoin Commonwealth of Massachusetts Irom discharging a sovereign function to 
revoke a franchise from the Department of Public Utilities, because the franchise was a 
privilege, not property); Ia k , 985 F.2d 916 (As a privilege, not property, an FCC license is 
neither part of the bankrupt's estate nor property to which a UCC security interest may attach). 
Compare Browov. Baker, 688 P.2d 943 (Alaska 1984) (A promise to retransfer an entry permit 
is an attempt to create a security interest in the permit and illegal under AS 16.43.150(g) and, 
therefore, will not be enforced by the courts); Ravnne, 860 P.2d 1228.

The IRS accepts FCC policy enunciated in Chesky, 9 FCCR at 987, and does not conduct IRS 
administrative levy and sales of FCC licenses. The Internal Revenue Manual (IRM) directs IRS' 
employees as follows:

56(16) 4 FCC Broadcasting Licenses

(1) Administrative seizure and sale of FCC broadcasting licenses are not feasible 
due to the difficulties involved in the transfer of ownership without the approval of 
the Federal Communications Commission. However, levy against other assets of 
the taxpayer business is still appropriate. Such seizures should be handled on a 
routine basis. As is the case with any issue of a sensitive nature, management 
should be apprised of pertinent developments.

Although the IRM does not have the force of law, see Anderson, 44 F.3d at 799, the IRS 
"manual provisions do constitute persuasive authority as to the IRS’ interpretation of the IRC.*’ 
Griswold v. LLSL, 59 F,3d 1571,1576 n.8 (11th Cir. 1995).

b. Nature of an Alaskan limited fishing privilege.

In Alaska, fish within the jurisdiction of the state are reserved to the people for their common use and no person may 
have an exclusive right in fishery resources. Article VIII., Section 3, and Section 15, Alaska Constitution. Limited entry 
permits do not confer an exclusive right or a special privilege of fishery upon the holders: they are a use privilege 
authorized under Article VIII., Section 15. Accordingly, no person may assert a property right against the State of Alaska 
to fishery resources^22)Gtalfi v. Hebert, 803 P.2d, 866 (Alaska 1990). The permission granted in itself represents only a 
revocable use privilege. AS 16.43.150(e).

As such, the permission itself is not property. AS 01. 10.060; AS 16.43.150(e); IrLreJdarreii 73 F.3d at 220. The nature of 
the permission conferred upon the holder is designed to serve fundamental purposes of the State of Alaska. To avoid 
economic harm, Alaska ensures access to fisheries by those dependent upon them. The State maintains and requires 
complete control over the holders and corresponding accountability of the holders solely to the State, free from direct 
economic coercion, in order to ensure compliance with laws regulating Alaska's geographically vast and biologically 
complex fisheries. The state reserves control over the use of the privilege that may be transferred only by the state. AS
16.43.170.

The state does not confer but reserves and strictly prohibits encumbrances, retained rights of repossession, and 
involuntary transfers. AS 16.43.150. These reservations attached to the permission serve the State’s fundamental 
purposes and can not stand alone any more than the Limited Entry Act can stand apart from the state's comprehensive 
fisheries management system^ZS)

Kimura, supra at 812, held(24)the state could impose transfer conditions on a license for the state's own benefit and did 
not limit the benefit to money:
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T a x  c h a n g e s  w o u i d  b e n e f i t  f i s h e r m e n

DILLINGHAM -  Alaska’s U.S. senators have introduced a bill 
that would let fishermen average their income for tax purposes.

The bill, introduced earlier this month by Sens. Ted Stevens 
and Frank Murkowski, would let fishermen average their income 
over a two-year period to help offset low-income years. The mea­
sure i? 3imllar to a tax provision that lets farmers average their in­
come,

Mur towski cited the strong drop in income Bristol Bay fisher­
men ex, >erienced between 1995 and 1998. The bill also would allow 
fishermen to set aside up to 20 percent of their income to reduce 
dependency on federal assistance during the lean years.

The measure must be reviewed by the Senate Finance Com­
mittee.
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I. IN TR O D U C T IO N .

The Internal Revenue Service (IRS) administratively seized property possessed with 

respect to an Alaskan salmon limited entry permit held Ly Francis S. Carle, a  61-year-old 

Alaska Native fisherman from Hydaburg, Alaska. The IRS attempted to sell the right, tide 

and interest of M r. Carle in and to his fishing privileges at its Anchorage public auction in 

December o f 1995.

Subsequent to this administrative seizure and sale, the IRS applied to the Commission 

for a voluntary transfer of the privileges completing the application forms as if it were Mr. 

Carle.

An Alaska limited entry permit is a use privilege that may be transferred only by the 

Alaska Commercial Fisheries Entry Commission (CFEC), and CFEC is required to review 

every request for transfer to ensure compliance with the law. AS 16.43.170.

This application for transfer is the first time CFEC has been called upon to review 

an IRS request for transfer arising from an IRS administrative levy and sale. W e agreed to 

review this request as expeditiously as possible, and, toward that end, we Commissioners are  

taking up the request directly (without the normal, intermediate procedural levels of review).

A though we provide background and discuss additional issues raised by IRS, this 

request for transfer presents a simple question of IRS’ statutory authority.

We have reviewed1 IRS’ application and conclude federal governing statutes do not 

authorize the administrative levy and sale of Alaska limited fishing nrivileges. Therefore, 

we deny IRS’ request.

•Our review may have been delayed. Apparently, IRS instructed the successful bidder 
(and proposed transferee whose money IRS now holds) not to cooperate with the 
Commission. S e e  Exhibit A
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II. FACTS OF IRS’ REQUEST FOR TRANSFER OF MR. CARLE’S FISHING 

PRIVILEGE.

A. Mr. Carle.

Francis S. Carle is a 61-year-old fisherman from the Alaska Native fishing community 

of Hydaburg on Prince of Wales Island in Southeast Alaska. As an Alaska Native elder, Mr. 
Carle has maintained for his lifetime a traditional dependence upon commercial fishing as 

his only means of earning a living to support himself and his extended family (including his 
wife, two sons, and daughter).

In 1975, pursuant to AS 16.43 et. seq ., the State of Alaska Commercial Fisheries Entry 
Commission (CFEC) originally issued Mr. Carle his Southeast Alaska purse seine entry 

permit.2 Tire permit is a revocable use privilege. As 16.43.150(e) The state found Mr. 
Carle would have suffered "significant economic hardship" without the permit, because he 
was so heavily dependent upon the fishery. In fact, Mr. Carle’s dependence on his salmon 
fishing was so substantial, the state could not have denied him the privilege even if it meant 

issuing more than the maximum number of entry permits.3

Mr. Carle’s Southeast salmon seine permit is one of three such permits in Hydaburg 
today. Mr. Carle has owned his own seine vessel since 1963. In his seine operation, Mr. 

Carle employs six crewmembers from Hydaburg.

B. IRS Action.

On November 13, 1995, pursuant to 26 USC 6331(a), the IRS levied upon property

^ntry permit number S01A 58789.

3 AS. 16.43.27(a).
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possessed by Mr. Carle with respect to his permit by personally serving him with a Notice 

of Seizure.4 »

• .
IRS published a notice3 for its public auction of property of Mr. Carle and others in 

the Juneau Empire on November 29, 1995, that stated in part as follows:

Sales are subject to any and all qualifications and/or restrictions 
estabh'shed by the Alaska Limited Entry Fishing Commission 
. . .•. Successful bidders must meet all qualifications prior to 
transfer.

Mr. Carle turned to his local tax preparer and Alaska Legal Services Corporation for 

help. When Mr. Carle’s tax preparer was out of town and unable to complete the required 
work in time, Mr. Carle’s attorney sought help from the IRS Problem Resolution Office. 

Although it is empowered by Congress to do so,6 the Problem Resolution Office refused to

4Exhibit B.

5Exhibit C.

6Today IRS has broader responsibility than simply collecting money. Congress has 
encouraged IRS tc avoid inflicting significant hardship on any taxpayer. 26 U.S.C. § 7811 
(hereinafter the Internal Revenue Code or IRC) empowers the IRS Problem Resolution
Office to order the IRS to "cease any action" and to "release property . . . levied upon"
when doing so would avoid inflicting "significant hardship" on the taxpayer. IRS Notice 482 
(Rev. June 1991) provides the following examples of "significant hardship[:] inability to 
retain housing or utilities, to obtain food, [or] to keep your job . . . Additionally, under 
IRC § 6343(a) and Treas. Reg. § 301.6343-l(b)(4), an IRS director can be required to 
Telease a levy when he determines:

[tjhe levy is creating an economic hardship due to the financial 
condition of an individual taxpayer. This condition applies if 
satisfaction of the levy in whole or in part will cause an
individual taxpayer to be unable to pay his or her reasonable
basic living expenses. The determination of a reasonable 
amount for basic living expenses will be made by the director 
and will vary according to the unique circumstances of the

7



intervene and stop the sale.7

On December 11, 1995, pursuant to 26 USC 6335, the IRS conducted its 
administrative sale of seized property including that of Mr. Carle. For its public auction 

sale, IRS set a minimum bid of $28,150 for Mr. Carle’s property.8 Pursuant to 26 USC 
6335(e)(2), the IRS issued a Certificate of Sale of the right, title and interest of Mr. Carle’s 
property to the successful bidder.9 The Certificate of Sale provides in part:

THIS SALE IS CONDITIONAL. Because transfers of Limited 
Entry Permits are controlled by the State of Alaska,
Commercial Fisheries Entry Commission (CFEC), this sale will 
not become final until the successful bidder is approved for 
transfer by CFEC. THE TAXPAYER HAS THE RIGHT TO 
REDEEM THE LIMITED ENTRY PERMIT UP TO THE 
TIME OF FINAL TRANSFER.

individual taxpayer.
* * *

In determining a reasonable amount for basic living expenses
the director will consider . . .

* * *

[t]he amount reasonably necessary for food, clothing, housing
(including utilities, home-owner insurance, home-owner dues,
and the like), medical expenses (including health insurance),
transportation, current tax payments (including federal, state,
and local), alimony, child support, or other court-ordered
payments, and expenses necessary to the taxpayer’s production
of income (such as dues for a trade union or professional
organization, or child care payments which allow the taxpayer
to be gainfully employed); [and]

* * +
[t]he cost of living in the geographic area in which the taxpayer 
resides . . . .

7Exhibit D.

8Exhibit E. (As of January, 1995, a voluntary request to transfer this permit could 
command a price of $78,800).

9Exhibit F.
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On December 11, 1995, the .TRS submitted to CFEC a CFEC Notice of Intent for 

Permanent Transfer of Entry Permit, executed under penalty of peijuiy by the IRS as the 

holder of the permit.10

On December 12, 1995, at the IRS’ request, CFEC provided the IRS with several 
Request for Permanent Transfer of Entty Permits Due to Involuntary Action forms.

On December 26, 1995, the IRS submitted a Request for Permanent Transfer of 

Entry Permit executed under penalty of perjury, by the IRS as the holder.11 With this form, 
the IRS submitted a cover letter from Douglas A  Hartford, Chief of Collection Division, 

Anchorage District, IRS,12 that states in part (with emphasis added):

This request for transfer is being made pursuant to the authority 
contained in 26 U.S.C. § 6331, et seq. On November 13, 1995 
the Internal Revenue Service levied upon Mr. Carle’s limited 
entry permit to collect delinquent federal income taxes, lawfully 
assessed and owing. By this levy, the IRS acquired whatever rights 
in the permit Mr. Carle possessed under state law . . . .  A S .
16.43.170(b) allows permit holders to transfer permits to 
another person.

Accordingly, enclosed you will find a complete Request for 
Permanent Transfer of Entry Permit, with attachment, signed by 
the proposed transferee and an Internal Revenue Service 
representative, on behalf of Mr. Carle. The IRS has not . 
completed the Request for Permanent Transfer o f Entry Permit 
Due to Involuntary Action form as the restrictions set out in A.S.
16.43.170(g)(6) and (h) are not applicable to transfer requests by 
permit holders and are invalid to the extent they interfere with 
revenue collection. Perez v. Campbell. 402 U.S. 637,649 (1971).

10Exhibit G.

“Exhibit H.

“Exhibit B.
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