


STEVE COWPERCOVCHNOR V4>,

S T A T  IJ O  V A  I. A H K A  
o r n c E  o r  the ac i vcni i an

J U K K A l l

January 9, 1989

Th e  H o n o r a b l e  T i m  Kelly 
Presi d e n t  of the Senate 
A l a s k a  State Legislature 
P.O. Box V  
Juneau, A K  99811

Dear S e n a t o r  Kelly:

Under the authority of art. Ill, sec. x 8, of the A l a s k a  
Constitut ion, I am t r a nsmitti ng a b i l l  relating to the 
exemptions from the salmon e n h a n c e m e n t  tax imposed by 
AS 43.76 . This bill is d e s igned to c l arif y an ambiguity 
cr e a t e d  throu gh the e n a c tment last s e s s i o n  of AS 43.76.035.

Before the 1988 l e gislat ion w as enacted, the practice of the 
D e p a r t m e n t  of Revenue, in i n t e r p r e t i n g  AS 43.76, was to 
exempt from the salmon e n h a n c e m e n t  tax salmon harvested 
under all special h a r v e s t  area per mits issued to hatcheries 
under AS 16.43.400. This p r a cti ce e x e m p t e d  both regional 
and nonregion al private, n o n p r o f i t  hatcheries, on the basis 
that the tax is intended, for the m o s t  part, to benefit the 
state's h a t chery program.

Last y e a r ' s  AS 43.76.035, however, c o d i f i e d  the exemption 
only for regional aqua cu l t u r e  associat ions. Thus, by 
implication, that statute c o u l d  be i n t e r p r e t e d  to repeal the 
e x e m p t i o n  for those private, n o n p r o f i t  hatcheries  that are 
not run by regional a q uacultu re a s s o c i a t i o n s , t h ere by 
imposing a new tax b u r d e n  of two or three percent  on those 
hatcheries. The D e p a r t m e n t  of C o m m e r c e  and Economic D e v e l­
opment h a s  indicated that this added tax burden, if imposed, 
mi g h t  a f fect the abilit y of these h a t c h e r i e s  to meet future 
loan payments.

We firmly believe that it was not the intent of the l e g i s­
lature, in passing AS 43.76.035. to limit the exemption, and 
this b i l l  will c l arify t h a t  tdie p x e m p t i o n  applies to all 
hatche r i e s  in the state's ^ a t c h e r y  prp^r^n. I urge your 
support of this measure.
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P r e p a r e d  b y :  S t e v e n  E .  K e t t e l  
D i r e c t o r ,  I n c o m e  & E x c i s e  A u d i t  
O c t o b e r  2 5 ,  1 9 8 8

SB 84 (a)
1/9/89

A n a l y s i s :

T h e  p r o p o s e d  l e g i s l a t i o n  e x e m p t s  a l l  p r i v a t e  n o n p r o f i t  h a t c h e r i e s  
f r o m  s a l m o n  e n h a n c e m e n t  t a x  l i a b i l i t y .  T h e  b i l l  1 s  n e c e s s a r y  t o  c o r r e c t  
a n  a m b i g u i t y  t h a t  was c r e a t e d  t h r o u g h  t h e  e n a c t m e n t  l a s t  y e a r  o f  AS 
4 3 . 7 6 . 0 3 5 .  P r i o r  t o  e n a c t m e n t  o f  S e c t i o n  0 3 5 ,  t h e  D e p a r t m e n t  p r a c t i c e  
was t o  e x e m p t  a l l  s a l m o n  h a r v e s t e d  u n d e r  a l l  s p e c i a l  h a r v e s t  p e r m i t s  
I s s u e d  u n d e r  AS 1 6 . 4 3 . 4 0 0 .  T h i s  e x e m p t e d  b o t h  r e g i o n a l  a n d  n o n r e g l o n a l  
p r i v a t e ,  n o n p r o f i t  h a t c h e r i e s .  S e c t i o n  . 0 3 5  h o w e v e r ,  c o d i f i e d  t h e  
e x e m p t i o n  o n l y  f o r  r e g i o n a l  a q u a c u l t u r e  a s s o c i a t i o n s ,  a n d  c o u l d  b e  
c o n s t r u e d  t o  r e p e a l  t h e  e x e m p t i o n  f o r  p r i v a t e  n o n p r o f i t  h a t c h e r i e s .  T h i s  
l e g i s l a t i o n  e x p a n d s  t h e  e x e m p t i o n  t o  c o v e r  p r i v a t e  n o n p r o f i t  h a t c h e r i e s .
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