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Sectional Analysis

HB 422 / SB 311

Tourism Enhancement

Section 1 of the bill adds a new tax credit to Alaska Net Income Tax Act for cash contributions made by corporations to a qualified trade association for use in planning and executing an Alaska tourism marketing campaign.  This credit is limited to taxpayers that derive income from tourism related business in Alaska.  The total amount of cash contributions by all taxpayers eligible for this credit is $20 million in 2010 and in subsequent years the cap is adjusted up or down based upon the percentage change in the amount of tax collected under the vehicle rental tax program during the two prior fiscal years.  Once the total annual credit amount has been reached, taxpayers will be notified by the qualified trade association that further contributions will not be eligible for a credit.  This tax credit is not refundable so taxpayers cannot reduce their tax liability below zero.  Tax credits not used in the year the contribution was made cannot be applied in future years.  Finally, taxpayers may not claim both a tax credit and a business expense deduction.  

Section 2 amends AS 43.52.200 to codify a regulation and clarify that the commercial passenger vessel excise tax is imposed upon passengers traveling on a vessel that hosts them overnight in Alaska and stops in port(s) in Alaska where they are allowed to embark or disembark.  In other words, this tax does not apply to passengers on vessels merely transiting the state’s marine waters.

Section 3 amends AS 43.52.210 to reduce the tax rate from $46 a passenger per voyage to $34.50 a passenger per voyage.  

Section 4 amends AS 43.52.230(a) to clarify the guidelines on how commercial passenger vessel excise tax proceeds should be appropriated to comply with federal law.

Section 5 amends AS 43.52.230(b) to clarify the guidelines on how commercial passenger vessel excise tax proceeds should be spent by municipalities to comply with federal law.

Section 6 amends AS 43.52.250 to reduce the commercial passenger vessel excise tax by the total amount of municipally-imposed passenger taxes a passenger pays when purchasing a voyage that includes a stop in municipalities imposing such taxes.  This reduction, however, is limited to municipally imposed taxes that were in effect on December 17, 2006 and such municipality did not elect to receive revenue sharing of $5 per passenger under AS 43.52.230(b).  

Section 7 of the bill provides for a report to the Legislature, the Governor, and the public every three years by the Department of Commerce, Community, and Economic Development that addresses the projected needs of the communities that host passengers and the extent to which, during the preceding three years, commercial vessel passenger excise tax proceeds have been utilized to defray the cost of hosting passengers in Alaska.  This report may be used by the Legislature to determine if the tax rate remains commensurate with the cost of safely and efficiently hosting passengers in Alaska. 

Section 8 amends AS 43.52.200 to clarify that “voyage” means spending 72 hours in the state’s marine waters.

Section 9 repeals the regional cruise ship impact sub-account in the general fund.  Thus, all proceeds from the commercial passenger excise tax will go into the commercial vessel passenger tax account subject to appropriation by the Legislature.

Section 10 provides an immediate effective date for the bill.
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