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FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title Salmon Enhancement Tax
Sponsor Senator Ben Stevens
Requester House Finance Committee

Expenditures/Revenues

Fiscal Note Number;
Bill Version: HCS CSSB 322 (FIN)
() Publish Date:

Dept. Affected: Revenue

'‘BRU Revenue Programs & Services

Component Tax Division

Component No. 2476

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL

Estimate of any current year (FY2004) cost:

0.0

0.0

0.0

FY 2006

0.0

0.0

0.0

0.0

FY 2007 FY 2008 FY 2009 FY 2010
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

Prepared by:

Rep. Williams. Co-Chair

Rep. Harris. Co-Chair

(Revised 92003 OMU)

r " Phone 465-3424
.Dale/Tiime 4/29/04 12:45 PM

Dale 4/29/2004
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SPONSOR STATEMENT

Senate Bill 322

“An Act relating to the rate of the salmon enhancement tax.”

Senate Bill 322 modifies AS 43.76 by adding additional tax rates of 30, 20, 15, 10, 9, 3, 7, 6, 5, and 4
percentto the salmon enhancement tax.

Under current law, commercial salmon interim-use and entry permit holders organized under Regional
Aquaculture Associations (AS 16.10.380) may vote to tax themselves at the rate of one, two or three
percent of the value of their harvest. These monies are collected by the Department of Revenue and
deposited in the general fund. The legislature may make appropriations based on this deposit to the
Department of Community and Economic Development for the purpose of providing financing for qualified
regional aquaculture associations.

The decline inthe value of salmon due to changing market dynamics has led to increased costs for
regional aquaculture associations. In order to meet their continuing costs, many have increased the
amount of fish harvested for "cost-recovery.” Fishermen would like the opportunity to raise their tax rate to
avoid increased cost-recovery harvests.

Qualified regional aquaculture associations are permitted in statute (AS 43.76.015) to conduct an election
to approve or terminate a salmon enhancement tax. The statute requires approval by a majority vote of the
eligible interim-use permit and entry permit holders voting in an election.

Senate Bill 322 provides some flexibility for regional aquaculture associations to organize their operations
and respond to the changing conditions in the salmon industry.
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FISCAL NOTE #1

STATE OF ALASKA BILL NO. SB 322
2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Cost Discussion

Increased tax rates will increase our costs to administer the Salmon Enhancement Tax. The tax rates
authorized under the legislation, if approved within individual regions, can significantly increase compliance
risk, Our costs to maintain compliance would necessarily grow to maintain compliance. However, we are
unable to predict which regions, if any, will approve the higher tax rates authorized by the bill, the year of
approval, or the rates ultimately approved within any region. We are therefore unable to estimate our
costs associated with this legislation.

Revenue Discussion

Existing law provides the option of imposing the Salmon Marketing tax at 1%, 2%, or 3%. The bill creates
ten additional rate options: 4%, 5%, 6%, 7%, 8%, 9%, 10%, 15%, 20%, and 30%. Six aquaculture regions
have approved a Salmon Enhancement Tax, two at the rate of 3% and four regions at 2%. These six
regions generated $2.4 million of Salmon Enhancement Tax during FY03. The revenue generated by
these regions at the 30% rate authorized by the bill would have been approximately $30 million based on
FYO03 activity. The revenue impact of the bill therefore could range between zero and $27.6 million based
on FYO03 activity and dependent on the rates approved within individual regions.
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Sec. 43.76.015. Election to approve or terminate salmon enhancement tax.

(a) A qualified regional association may conduct an election under this section
after the commissioner of community and economic development approves

(1) the notice to be published by the qualified regional association;

(2) the ballot to be used in the election; and

(3) the registration and voting procedure for the approval or termination of the
salmon enhancement tax.

(b) The salmon enhancement tax is levied under AS 43.76.010, 43.76.011, or
43.76.012 in aregion on the effective date stated on the ballot if

(1) it is approved by a majority vole of the eligible interim-use permit and entry
permit holders voting in an election held under this section in the region; and

(2) the election results are certified by the commissioner of community and
economic development.

(e) In conducting an election under this section, a qualified regional association
shall adopt the following procedures:

(1) the qualified regional association for the region shall hold at least one public
meeting not less than 30 days before the date on which ballots must be postmarked to be
counted in the election to explain the reason for the proposed salmon enhancement tax
and to explain the registration and voting procedure to be used in the election; the
qualified regional association shall provide notice of the meeting by

(A) mailing the notice to each eligible interim-use permit and entry permit holder;

(B) posting the notice in at least three public places in the region; and

(C) publishing the notice in at least one newspaper of general circulation in the
region at least once a week for two consecutive weeks before the meeting;

(2) the qualified regional association shall mail two ballots to each eligible
interim-use permit and entry permit holder; the first ballot shall be mailed not more than
45 days before the dates ballots must be postmarked to be counted in the election; the
second ballot shall be mailed not less than 15 days before the date ballots must be
postmarked to be counted in the election; the qualified regional association shall adopt
procedures to ensure that only one ballot from each eligible interim-use permit and entry
permit holder is counted in the election;

(3) the ballot must

(A) indicate whether the election relates to a salmon enhancement tax under AS
43.76.010, to a salmon enhancement tax under AS 43.76.011, or to a salmon
enhancement tax under AS 43.76.012;

(B) ask the question whether the salmon enhancement tax shall be levied;

(C) indicate the boundaries of the region in which the salmon enhancement lax
will be levied;

(D) provide an effective date for the levy of the salmon enhancement tax; and

(E) indicate the date on which returned ballots must be postmarked in order to be
counted;

(4) the ballots shall be returned by mail and shall be counted by the commissioner
of community and economic development or by a person approved by the commissioner
of community and economic development.



(d) The commissioner of community and economic development shall certify the
results of an election under this section if the commissioner determines that the
requirements of (a) and (c) of this section have been satisfied.

(e) Except as provided in AS 43.76.020(b)(2), an election to terminate a salmon
enhancement tax shall be conducted under the same procedures established under (a), (c)
and (d) of this section for an election to approve a salmon enhancement tax.

(f) In this section, "eligible interim-use permit and entry permit holder" means an
individual who, 90 days before the date ballots must be postmarked to be counted in an
election under this section, is listed in the records of the Alaska Commercial Fisheries
Entry Commission as the legal owner of an interim-use permit or an entry permit which
authorizes the individual to fish commercially in an administrative area established by the
Alaska Commercial Fisheries Entry Commission under AS 16.43.200, which is included,
in whole or in part, in the region in which the election is held.

History -
(Sec. 2 ch 154 SLA 19S0; am Sec. 2, 3 ch 33 SLA 1989)
Revisors Notes -

In 1999, in this section, "commissioner of commerce and economic development"
was changed to "commissioner of community and economic development" in accordance
with Sec. 88, ch. 58, SLA 1999.

Sec. 43.76.020. Termination of salmon enhancement tax.

(a) The salmon enhancement tax levied under AS 43.76.010, 43.76.011, or
43.76.012 may be terminated by the commissioner of revenue upon majority vote at an
election held under AS 43.76.015 in the region in which the salmon enhancement tax is
levied.

(b) A salmon enhancement tax shall be terminated by the commissioner of
revenue under (a) of this section following an election in a region if

(1) a petition is presented to the commissioner of community and economic
development requesting termination of the salmon enhancement tax which is signed by at
least 25 percent of the number of persons who voted under AS 43.76.015 in the election
approving the salmon enhancement tax in the region;

(2) the commissioner of community and economic development determines that
there are no outstanding loans to the qualified regional association under AS 16.10.510
that are secured by the tax;

(3) an election is held in accordance with AS 43.76.015; the ballot must ask the
question whether the salmon enhancement tax for the region shall be terminated; the
ballot must be worded so that a "yes" vote is for continuation of the salmon enhancement
lax and a "no" vote is for termination of the salmon enhancement tax;

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

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

History -
(Sec. 2 ch 154 SLA 1980; am Sec. 15 ch 117 SLA 1981; am Sec. 4, 5 ch 33 SLA 1989)



Revisors Notes -

In 1999, in this section, "commissioner of commerce and economic development"
was changed to "commissioner of community and economic development" in accordance
with Sec. 88, ch. 58, SLA 1999.

Sec. 43.76.025. Collection of tax and disposition of proceeds.

(a) A buyer who acquires fisheries resources that are subject to a salmon
enhancement lax imposed by AS 43.76.010, 43.76.011, or 43.76.012 shall collect the
salmon enhancement lax at the time of purchase, and shall remit the total salmon
enhancement lax collected during each month to the department by the last day of the
next month.

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

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

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

(c) The salmon enhancement tax collected under AS 43.76.010 - 43.76.02S shall
be deposited in the general fund. The legislature may make appropriations based on this
revenue to the Department of Community and Economic Development for the purpose of
providing financing for qualified regional associations. The legislature may base an
appropriation for a qualified regional association operating within a region designated
under AS 16.10.375 on the value of the fisheries resources caught in that region rather
than the value of the fisheries resources sold in that region if those values differ.

History -

(Sec. 2 ch 154 SLA 1980; am Sec. 16, 17 ch 117 SLA 1981; am Sec. 6 ch 33 SLA 1989;
am Sec. 14 ch 6 SLA 1998)

Revisors Notes -

In 1999, in this section, "Department of Commerce and Economic Development"
was changed to "Department of Community and Economic Development™" in accordance
with Sec. 88, ch. 5S, SLA 1999.

Amendment Notes -

The 199S amendment, effective June 28, 1998, made section reference
substitutions in subsection (c).

AG Opinions -

It would be an inappropriate use of public funds for the Department of Commerce
and Economic Development to disburse funds to the Bristol Bay Regional Aquaculture
Association, knowing that these funds are not to be used to finance current salmon
rehabilitation and enhancement projects, but rather are to be used as investment capital.
March 19,1987 Op. Alt'y Gen.
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