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REPORT CONCLUSIONS

The State has received approximately $271 million of CPV tax receipts 
since the program began in 2007 through FY 15. Of those receipts, 
$99 million (37 percent) was distributed back to port communities 
as part of the shared tax program. Another $130 million (48 percent) 
was appropriated as grants to communities or other recipients, and 
$35 million (13 percent) was appropriated as grants to the Department 
of Transportation and Public Facilities and the Department of Natural 
Resources. 

The audit concluded that the CPV tax structure could allow CPV tax 
receipts to fall short of the amounts to be distributed. To date, CPV 
receipts have been sufficient to fund the amounts required to be 
distributed to port communities. However, significant increases to 
the number of passengers that visit a high number of ports would 
threaten the solvency of the CPV fund.

The audit also concluded that shared tax revenues spent by 
communities to improve port facilities and harbor infrastructure were 
spent in compliance with State law. However, CPV funds expended 
by communities for services other than port facilities and harbor 
infrastructure often lacked the documentation necessary to verify 
the expenditures complied with State law. One instance was found 
where CPV shared taxes were spent on unallowable activities.

Additionally, the unspent balance of shared taxes was determined 
to be reasonable based on community efforts to initiate or complete 
CPV projects. Furthermore, the audit concluded that unexpended 
CPV grants are supported by ongoing projects. However, the audit 
noted grants have been provided to ineligible recipients. 

Why DLA Performed 

This Audit

In accordance with Title 24 of the 
Alaska Statutes and a special request 
by the Legislative Budget and Audit 
Committee, we have conducted a 
performance audit of the Department 
of Commerce, Community, and 
Economic Development’s and the 
Department of Revenue’s Commercial 
Passenger Vessel Tax Program.

What DLA Recommends

1. Municipality of Skagway 
Borough management 
should only use CPV shared 
tax revenues for allowable 
purposes.

2. Ketchikan Gateway Borough 
management should ensure 
CPV shared tax revenues 
are only used for allowable 
purposes.

3. City and Borough of Sitka 
management should ensure 
CPV shared tax revenues 
are only used for allowable 
purposes.
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     March 18, 2016

Members of the Legislative Budget 
  and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the 
attached report is submitted for your review.

DEPARTMENT OF COMMERCE, COMMUNITY, AND 
ECONOMIC DEVELOPMENT AND 

DEPARTMENT OF REVENUE
COMMERCIAL PASSENGER VESSEL 

TAX PROGRAM

February 29, 2016

Audit Control Number
04-30083-16

The audit examines the receipt and distribution of commercial passenger 
vessel (CPV) taxes, including the amounts distributed as shared taxes to 
port communities and the amounts distributed as grants. 

The audit was conducted in accordance with generally accepted 
government auditing standards. Those standards require that we plan 
and perform the audit to obtain suffi  cient, appropriate evidence to 
provide a reasonable basis for our fi ndings and conclusions based on 
our audit objectives. We believe that the evidence obtained provides a 
reasonable basis for our fi ndings and conclusions based on our audit 
objectives. Fieldwork procedures utilized in the course of developing the 
fi ndings and recommendations presented in this report are discussed in 
the Objectives, Scope, and Methodology.

     Kris Curtis, CPA, CISA
     Legislative Auditor
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Division of Legislative Audit
P.O. Box 113300

Juneau, AK 99811-3300
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ORGANIZATION 

AND FUNCTION

Department of Commerce, 

Community and Economic 

Development

The Department of Commerce, Community, and Economic 
Development’s Division of Community and Regional Affairs (DCRA) 
is responsible for administering legislatively designated commercial 
passenger vessel (CPV) grants. After grants are awarded, DCRA 
obtains and reviews the detailed scope of work for CPV funded 
projects to ensure that the planned usage of the funding is aligned 
with requests provided to the legislature. DCRA issues grant 
agreements and is responsible for monitoring grant expenditures 
to ensure compliance with CPV statutes. 

The Division of Economic Development is responsible for preparing 
a triennial report to the legislature, governor, and public that 
summarizes the projected needs of communities to safely and 
efficiently host cruise ships and passengers, and the associated costs.

The Department of Revenue’s Tax Division is responsible for 
collecting CPV taxes and distributing $5 per passenger to the first 
seven port communities visited. The $5 distribution is referred to as 
shared taxes. 

Department of Revenue
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The CPV excise tax is imposed on passengers traveling on commercial 
passenger vessels1 providing overnight accommodations that anchor 
or moor on the State’s marine water with the intent to allow passengers 
to embark or disembark. The tax is only imposed if the voyage lasts 
more than 72 hours on the State’s marine water. 

Currently, the tax rate is $34.50 per passenger per each voyage and is 
collected by the person or company providing travel to a passenger 
aboard a commercial vessel for which the CPV excise tax is payable. 
The taxes are remitted to the Department of Revenue (DOR) monthly 
and are due on the last day of the month following the month in 
which the voyages were completed.

The CPV excise tax was enacted by the 2006 Primary Election Ballot 
Measure No. 2 which became effective December 17, 2006. The ballot 
measure set the amount of the tax at $46 per passenger. The tax was 
to be deposited into a special account within the State’s general 
fund. According to the law, $5 of receipts per passenger were to 
be distributed to the first five ports of call to which the passenger 
travelled. Port communities were required to use the funds to improve 
port and harbor facilities and other services to properly provide for 
vessel visits and to enhance the safety and efficiency of interstate 
and foreign commerce. Additionally, 25 percent of tax receipts were 
set aside in a sub-account called the Regional Cruise Ship Impact 
(RCSI) Fund to be available for appropriation to communities that 
were not eligible to receive the $5 per passenger distribution but 
were otherwise impacted by cruise ship related activities. RCSI funds 
were to be used to provide services or infrastructure directly related 
to passenger vessel or water craft visits or to enhance the safety and 
efficiency of interstate and foreign commerce related to vessel or 
water craft activities.

1Per AS 43.52.295(1)(A), commercial passenger vessels do not include vessels with fewer than 250 berths or 
other overnight accommodations for passengers.

BACKGROUND 

INFORMATION

Commercial Passenger 

Vessel (CPV) Excise Tax 

History of the CPV Tax 

Program
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A legislative legal memorandum issued September 2009 stated that 
federal limitations imposed by the Commerce Clause2 and Tonnage 
Clause3 of the United States Constitution, and 33 USC 5(b)(2) should 
be considered when appropriating and spending money generated 
by a cruise ship passenger tax. According to 33 USC 5(b): 

No taxes, tolls, operating charges, fees, or any other 
impositions whatever shall be levied upon or collected 
from any vessel or other water craft, or from its passengers 
or crew, by any non-Federal interest, if the vessel or water 
craft is operating on any navigable waters subject to the 
authority of the United States, or under the right to freedom 
of navigation on those waters, except for– 

(1) Fees charged under section 208 of the Water 
 Resources Development Act of 1986 (33 U.S.C. 2236);
(2) Reasonable fees charged on a fair and equitable
  basis that –
 (A) Are used solely to pay the cost of a service to  
  the vessel or water craft.
 (B) Enhance the safety and effi  ciency of   
  interstate and foreign commerce; and
 (C) Do not impose more than a small burden on  
  interstate or foreign commerce; or
(3) Property taxes on vessels or watercraft, other than
 vessels or watercraft that are primarily engaged in
 foreign commerce if those taxes are permissible
 under the United States Constitution.

The memorandum cautions against spending the CPV tax on general 
operations and provides court case examples where a tax was deemed 
unallowable because it was used for non-vessel purposes.  The memo 
describes criteria used by the U.S. Supreme Court in evaluating such 
a case. The Supreme Court held that a levy is reasonable “if it (1) is 
based on a fair approximation of use the facilities, (2) is not excessive in 

2The U.S. Constitution prohibits states from imposing a “duty of tonnage” without the consent of Congress. 
Congress consented to the limited imposition of taxes related to vessels and water craft in the Maritime 
Transportation Security Act of 2002  Section 445 which is codifi ed at 33 USC 5(b).
3Per U.S. Const. Art. I, § 8, cl. 3, “The Congress shall have the power…to regulate Commerce with foreign Nations 
and among the several States and with the Indian tribes.”
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relation to the benefits conferred, and (3) does not discriminate against 
interstate commerce.” The CPV tax should not be used to raise “general 
funds.”

After becoming law, the CPV tax faced criticism from the cruise ship 
industry. In September 2009, the Alaska Cruise Association (ACA) 
filed a lawsuit against DOR alleging that the tax:

Blatantly violates federal constitutional and statutory 
protections that circumscribe a state’s permissible charges 
to a vessel or its passengers, limiting those charges to fair 
and equitable fees that (a) are used solely to compensate the 
state for specifi c services provided to the vessels charged, (b) 
impose a minimal burden on interstate or foreign commerce, 
and (c) enhance the safety and effi  ciency of commerce. 

A settlement agreement was reached with the ACA in April 2010 to 
resolve the lawsuit. Terms of the agreement were made part of state 
law during the 2010 legislative session.

The 2010 legislation reduced the tax rate from $46 to $34.50 per 
passenger. The amount remitted to DOR was further reduced by 
any CPV municipal taxes imposed on a passenger that were in effect 
prior to December 17, 2007. The legislation also expanded the 
$5 per passenger distributed to communities from the first five to the 
first seven ports visited. Furthermore, the provision that prohibited 
ports of call that levied a municipal CPV tax from receiving the $5 per 
passenger distribution was removed. These changes were effective for 
the 2011 cruise season. Appendix C shows the current CPV statutes.

DOR’s Tax Division is responsible for collecting CPV taxes and 
distributing the $5 per passenger to the first seven port communities 
visited. The $5 distribution is referred to as shared taxes throughout 
this report. The Department of Commerce, Community, and 
Economic Development’s Division of Community and Regional 
Affairs is responsible for administering legislatively designated CPV 
grants. CPV grants are appropriated for a five-year term. After the 
five-year term, grants may be extended for a one-year period for 

Receiving and 

Distributing CPV Tax 

Receipts
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up to 10 consecutive years. Extensions are granted if a grantee can 
demonstrate a project is ongoing. Additionally, grants may also be 
re-appropriated by the legislature, thereby providing a grantee with 
funds for five more fiscal years with the option of renewed extensions.
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REPORT 

CONCLUSIONS

This audit was requested to determine whether Alaskan communities 
are using commercial passenger vessel (CPV) excise taxes in 
accordance with state law. Audit objectives were to:

  Identify inception-to-date balances of unspent shared tax revenues 
by community, and determine the reasonableness of balances; 

  Evaluate each community’s use of shared tax revenues, and determine 
whether the revenues were used for statutorily defi ned purposes; 

  Identify the amount and purpose of appropriations made to 
communities and other recipients, whether related projects were 
initiated as expected and, if applicable, reasons for delay; and

  Evaluate the CPV fund balance and determine fund solvency. 

The State has received approximately $271 million of CPV tax receipts 
since the program began in 2007 through FY 15. Of those receipts, 
$99 million (37 percent) was distributed back to port communities 
as part of the shared tax program. Another $130 million (48 percent) 
was appropriated as grants to communities or other recipients, and 
$35 million (13 percent) was appropriated as grants to the Department 
of Transportation and Public Facilities and the Department of Natural 
Resources. Exhibit 1 (page 9) summarizes the CPV distributions 
for FY 07 through FY 15 as well as the unexpended balances as of 
June 30, 2015. 

The audit concluded that the CPV tax structure could allow CPV tax 
receipts to fall short of the amounts to be distributed. To date, CPV 
receipts have been sufficient to fund the amounts required to be 
distributed to port communities. However, significant increases to 
the number of passengers that visit a high number of ports would 
threaten the solvency of the CVP fund.  

The audit also concluded that shared tax revenues spent by 
communities to improve port facilities and harbor infrastructure 
were expended in compliance with State law. However, the audit 
determined that CPV funds expended by communities for services 
other than port facilities and harbor infrastructure often lacked the 
documentation necessary to verify the expenditures complied with 
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State law. One instance was found where CPV shared taxes were 
spent on unallowable activities. 

Additionally, the unspent balance of shared taxes was determined 
to be reasonable based on community efforts to initiate or complete 
CPV projects. Furthermore, the audit concluded that unexpended 
CPV grants are supported by ongoing projects. However, the audit 
noted grants have been provided to ineligible recipients.

Detailed report conclusions are as follows.

Two main aspects of the CPV tax program create a risk that CPV 
receipts will be less than amounts required to be distributed to port 
communities. First, the amount of the tax per passenger is less than 
the maximum amount that may be distributed. The tax collected 
is $34.50 per passenger, and the tax to be shared (distributed) is 
$5 per port up to the first seven ports visited for a maximum of $35. 
Therefore, it is possible, on a per passenger basis, for the State to owe 
$35 to port communities when the maximum collected is $34.50. To 
date, this issue has not created a funding problem because many 
passengers visit less than seven ports.   

Secondly, there are two communities that levy a municipal CPV tax 
on cruise ship passengers that visit their port; the City and Borough 
of Juneau ($8 per passenger) and the City of Ketchikan ($7 per 
passenger).6 Per statute, the amount of CPV taxes remitted to the 
State per passenger must be reduced by the amount of tax imposed 
by these communities, if applicable.7 Yet, the amounts required to be 
distributed as shared taxes to the City of Ketchikan and the City and 
Borough of Juneau are not likewise adjusted. 

The following example demonstrates the impact of these two issues. 
Cruise ship passenger Jane Doe visits seven communities on her cruise 
including Juneau and Ketchikan. The total CPV tax paid by Jane Doe is 

The tax structure 

threatens solvency of 

the CPV fund.

6The City of Ketchikan imposes a $7 per passenger tax for ships that dock at its port or $4 per 
passenger tax for ships that anchor and use its lightering dock. The audit identifi ed that, in FY 15, 
more than 99 percent of ships that visited Ketchikan docked at its port. 
7Per AS 43.52.255, the tax imposed on a passenger shall be reduced by the total amount of the 
tax on the passenger traveling on a commercial passenger vessel that is imposed and collected 
by a home rule or general law municipality under a law enacted before December 17, 2007.
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Exhibit 1

Summary of CPV Revenues Provided to Communities and Other Recipients 
FY 07 through FY 15 
(Stated in Thousands) 

Shared Taxes4 Grant Appropriations5 Total

Recipient Name 
Total

Shared 

Unexpended/ 
Unobligated

June 30, 2015 
Total

Awarded 
Unexpended 
June 30, 2015 

Total
Distributed 

Unexpended/ 
Unobligated

June 30, 2015 

Alaska Aviation Heritage Museum        
-    

    
-                 500                      -                500                       -   

Alaska Native Heritage Center           -                  -                 695                   -                695                   -   
Alaska Wildlife Conservation Center, 
Inc.

       
-    

    
-              1,400                      -             1,400                       -   

Alaska Zoo           -         -                 800                    -                800                  -   
Anchorage Museum at Rasmuson            -                 -              2,000                78           2,000                 78 
City & Borough of Juneau 17,240 643 17,100 446 34,340 1,089 
City & Borough of Sitka 5,666 28 13,800 8,929 19,466 8,957 
City and Borough of Yakutat - - 650 - 650 -
City of Cordova - - 1,000 - 1,000 - 
City of Homer 108 13 6,000 876 6,108 889
City of Hoonah 5,241 1,908 3,500 129 8,741 2,037 
City of Hooper Bay 33 - - - 33 -
City of Ketchikan 8,198 3,600 22,300 1,300 30,498 4,900 
City of Kodiak 146 - 2,934 384 3,080 384
City of Palmer - - 100 - 100 - 
City of Saxman - - 1,500 - 1,500 -
City of Seward 2,814 - 5,130 - 7,944 - 
City of Unalaska 22 - - - 22 -
City of Valdez 65 - 5,800 2,467 5,865 2,467 
City of Wasilla - - 104 - 104 -
City of Whittier 7,056 2,969 325 281 7,381 3,250 
City of Wrangell 115 68 6,215 466 6,330 534
Fairbanks North Star Borough - - 1,000 - 1,000 - 
Haines Borough 1,274              -   6,354 - 7,628 -
Kenai Peninsula Borough 2,921 - - - 2,921 - 
Ketchikan Gateway Borough 17,284 1,572 - - 17,284 1,572 
Kodiak Island Borough 146 - - - 146 - 
Marine Exchange of Alaska - - 3,650 375 3,650 375
Morris Thompson Cultural and 
Visitors Center - - 1,000 - 1,000 - 

Municipality of Anchorage 208 - 11,495 - 11,703 -
Municipality of Skagway Borough 30,550 12,554 10,100 371 40,650 12,925 
Petersburg Borough - - 4,640 - 4,640 -
Total 99,087 23,355 130,092 16,102 229,179 39,457 

Source: State accounting system and self-reported by communities and other recipients 

4Total shared taxes include the City and Borough of Sitka and the Ketchikan Gateway Borough’s accrued interest of 
$383 thousand and $114 thousand, respectively. 
5Total grants exclude those CPV grants provided to the Department of Transportation and Public Facilities and the 
Department of Natural Resources. Between FY 07 and FY 15, $35 million was provided to those agencies and 
approximately $2 million remained unexpended as of June 30, 2015. These grants were excluded from the scope of 
our audit as the audit request focused on CPV revenues provided to non-state entities. 

Exhibit 1 
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$34.50. However, the State’s portion of the tax ($34.50) is reduced by 
$8 remitted to Juneau and $7 remitted to Ketchikan leaving a net tax 
revenue remitted to the State of $19.50. The Department of Revenue 
must distribute $5 to each of the seven ports visited for a total of $35. 
The impact of Jane Doe’s cruise on the CPV fund is negative $15.50 
($19.50 minus $35).

Exhibit 2 further demonstrates the impact of municipal CPV taxes and 
the number of ports visited on the CPV fund balance by summarizing 
the tax revenues collected and distributed by vessel for calendar year 
2015. Vessels that show a negative net revenue are the result of the 
issues described above. In total, the fund collected $2 million more 
than it distributed during FY 15 because many of the passengers 
visited less than seven ports. If a greater percentage of passengers 
visit a high number of ports, the amounts to distribute would exceed 
the amounts collected. Department of Revenue management does 
not have a method to reduce allocations in the event the fund balance 
is not sufficient. Per management, in the event distributions exceed 
receipts, the department would either ask for general funds or seek 
legislative guidance as to a method for reducing distributions. At 
the end of FY 15, the unobligated available CPV fund balance was 
$7.6 million.

The audit reviewed the balance of unspent shared taxes to determine 
whether communities were using the CPV shared tax revenues to 
appropriately and timely address the impacts of vessels and vessel 
passengers. Exhibit 3 summarizes CPV shared tax unexpended 
balances. Since the inception of the CPV tax program, $98.6 million of 
shared tax revenues have been distributed to 18 communities. As of 
June 30, 2015, $31.6 million was unexpended; of this amount, 
$8.3 million was encumbered8 for use in ongoing projects. The 
remaining balance, $23.3 million, was unexpended/unobligated. 

Approximately 82 percent of the unexpended shared taxes were held 
by three communities: the City of Whittier, the City of Ketchikan, and 
the Municipality of Skagway Borough. A review of the supporting 
documentation concluded that the unexpended/unobligated 

The unspent balance 

of shared taxes is 

reasonable based on 

community efforts to 

initiate or complete CPV 

projects.

8Encumbered balances represent shared tax revenues that were obligated by the community for use on a 
CPV related project, but were unexpended as of June 30, 2015.
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CY 15 CPV Tax Collections and Distributions 
(Stated in Thousands) 

(Unaudited)

Revenues 

Taxes Distributed 
By Vessel 

Net
BalanceVessel Name 

Gross CPV 
Revenues 

Reduction for 
Juneau Levy 

Reduction for 
Ketchikan Levy 

Net CPV Taxes 
Remitted 

Carnival Legend 1,437 (333) (291) 813 625 187 

Coral Princess 1,351 (313) (274) 764 773 (10)

Crown Princess 2,035 (472) (413) 1,150 885 265 

Crystal Symphony 32 - (6) 26 18 8

Disney Wonder 1,259 (288) (252) 719 546 173 

Golden Princess 1,250 (290) (228) 732 543 189

Grand Princess 1,669 (387) (339) 943 967 (24) 

Infinity 1,109 (257) (225) 627 503 124

Jewel of the Seas 1,351 (313) - 1,038 392 646 

Millennium 1,318 (306) (268) 744 955 (210)

Noordam 1,246 (289) (253) 704 542 162 

Norwegian Jewel 1,858 (431) (377) 1,050 844 206

Norwegian Pearl 1,904 (441) (386) 1,077 852 224 

Norwegian Sun 1,366 (317) (277) 772 847 (75)

Oosterdam 1,297 (310) (269) 718 750 (32) 

Pacific Princess 351 (82) (68) 201 201 1

Radiance of the Seas 1,341 (311) (272) 758 972 (214) 

Regatta 246 (30) (50) 166 154 12

Ruby Princess 2,158 (501) (438) 1,219 938 282 

Seven Seas Navigator 290 (63) (49) 178 191 (12)

Silver Shadow 238 (52) (46) 140 165 (25) 

Solstice 1,997 (463) (405) 1,129 868 261

Star Princess 1,676 (389) (340) 947 958 (11) 

Statendam 373 (85) (74) 214 373 (158)

Volendam 797 (185) (162) 450 347 104 

Westerdam 71 (17) (14) 40 31 9

Zaandam 843 (208) (181) 454 512 (58) 

   Total Revenues 30,863 (7,133) (5,957) 17,773 15,752 2,024 
Source: Department of Revenue, Tax Division 

Exhibit 2
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balances for these three communities were reasonable based on 
community efforts to initiate or complete CPV projects. Community 
efforts are described below.

City of Whittier: Whittier has an unexpended/unobligated balance 
of CPV tax revenues of approximately $3 million as of June 30, 2015. 
The city has designated the material portion of their balance to 
fund the construction of a public safety building. Whittier’s public 
safety building will house its police department, fire department, 
and other emergency services. The building is projected to cost 
$8.6 million. Whittier management believes that the use of CPV funds 
for the building, which is not exclusively used for CPV purposes, is 
appropriate given the impact vessels and passengers have on the 
small community’s emergency services. However, no definitive basis 
for allocating building costs to CPV purposes was provided. 

City of Ketchikan: Ketchikan has an unexpended/unobligated 
balance of CPV tax revenues of $3.6 million as of June 30, 2015. 
Ketchikan has designated their CPV tax balance to fund the 
reconstruction of the Thomas Basin Seawall in Ketchikan. A $4.4 million 
contract for this purpose was awarded in August 2015. Ketchikan’s 
Thomas Basin Seawall is a prerequisite step necessary to complete 
construction of the Ketchikan Promenade which is a walking path 
that will extend more than one mile from the dock to the historical 
district, thereby allowing cruise ship passengers to safely and easily 
access local attractions.

Municipality of Skagway Borough: Skagway has the highest 
unexpended shared tax balance of approximately $12.6 million 
(54 percent). A review of assembly meeting minutes revealed that the 
community wants to use the funding to construct a new Panamax 
dock to accommodate larger cruise ships. However, the municipality 
has faced challenges with securing additional funding for the design 
and construction of the project. In May 2015, the Skagway assembly 
passed a resolution to earmark $10 million of CPV shared tax revenues 
as matching funds for a federal transportation grant. After the close 
of FY 15, the grant for this purpose was denied. 

During October 2015, Skagway voters rejected the extension 
of the White Pass & Yukon Route Railway lease on more than 78 
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acres of municipal owned land. The decision to not extend the 
lease adds a layer of complexity to issues relating to Skagway’s 
port. The land lease includes a dock which is used for mining and 
ore transport purposes. The existing lease will expire in 2023. 
Skagway is re-evaluating options with regard to port expansion 
including whether to demolish or refurbish the existing dock.

As of January 2016, the assembly continued to strategize the most 
efficient methods to address its port issues and to secure additional 
funding. Although no plans have been finalized, it was evident that the 
$12.6 million unexpended shared taxes would be an essential piece 
of the funding necessary to construct and/or refurbish Skagway’s 
port facilities.

The audit also reviewed encumbrances to gain assurance the balances 
were supported by valid CPV related obligations. Specifically, the 
encumbrances for the City and Borough of Juneau, City and Borough 
of Sitka, and the Ketchikan Gateway Borough were reviewed. 
These three communities make up 86 percent of the June 30, 2015, 
encumbered balance. The audit concluded that the encumbrances 
were supported by valid obligations as described below.

City and Borough of Juneau: Juneau encumbered approximately 
$4 million of its CPV tax revenues to fund the construction of two 
new docks and the extension of the existing seawalk. The docks will 
accommodate larger cruise ship vessels and allow more ships to dock 
at Juneau’s port rather than anchoring in the Gastineau Channel. 
Construction of the first dock began in September 2015, and 
construction of the second dock is planned to begin in September 
2016. Construction of both docks is estimated to be completed by 
the end of FY 17. Expansion of the seawalk began in December 2015 
and is expected to be completed by the end of FY 17. 

City and Borough of Sitka: Sitka encumbered $1.8 million of its CPV 
tax revenues to fund the construction of its Centennial Hall. Upon 
its completion, Centennial Hall will house a visitor’s center, museum, 
public restrooms, and an auditorium. Construction of the building 
began in August 2015 and is expected to be completed by the end 
of FY 17.
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Ketchikan Gateway Borough: Ketchikan Borough’s encumbrance 
balance of $869 thousand largely relates to grants awarded to the City 
of Ketchikan, the Ketchikan Visitor’s Bureau, and the City of Saxman. 
Grants were for port and harbor projects managed by the City of 
Ketchikan, operations of the Visitor’s Bureau, and the expansion of 
the carving center at Totem Row Park located in the City of Saxman.

Exhibits 4 and 5 show that between FY 07 and FY 15, the 
18 communities that received shared tax revenues had expended 
$67 million of the $99 million received. Of the $67 million 
expenditures, 12 percent was spent improving harbor infrastructure, 
29 percent was spent improving port facilities, and 59 percent was 
spent providing other services to vessels or passengers. 

The audit concluded that CPV funds were expended on port facilities 
and harbor infrastructure in compliance with CPV statutes. However, 
it was noted that CPV funds were used to service debt for port projects 
that were initiated and the related debt incurred prior to beginning 
of the CPV program in 2007. Because statutes do not prohibit the use 
of funds on debt service and do not specifically identify the need 
for funds to be used on new projects, the audit considered these 
expenditures allowable per State law. 

Conclusions regarding allowability of expenditures were based on 
review of material CPV funded projects listed as follows. 

Port Facilities

More than 82 percent of the $19.7 million of port facility expenditures 
were incurred by the City and Borough of Juneau and the City of 
Ketchikan.

City and Borough of Juneau: Juneau is currently in the process 
of constructing two new cruise ship docks. The $12.5 million of 
expenditures relate to the design, engineering, and pre-purchase 
and fabrication of materials portion of the project, which has been 
underway for several years. Construction of the docks began in 
September 2015 and is expected to be completed by the end of 
FY 16. 

CPV shared tax 

revenues spent for port 

facilities and harbor 

infrastructure were 

allowable per State law.
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City of Ketchikan: Ketchikan’s CPV shared tax expenditures were 
materially used to fund bond, lease, and loan payments related to 
port berths III and IV. The design and engineering of berth III was 
funded by an interfund loan during FY 03. After the receipt of its first 
shared tax in FY 12, Ketchikan used $1.3 million of CPV shared taxes 
to pay the remaining balance of the interfund loan. The construction 
of berth III was funded by a bond that was issued during FY 07. In 
FY 13, Ketchikan used $1.1 million of CPV tax revenues to make bond 
principle and interest payments. 

Harbor Infrastructure

Nearly half of the $8 million of harbor infrastructure expenditures 
were incurred by the Municipality of Skagway Borough.

Exhibit 3

Source: Self-reported by communities

Summary of Shared Tax Unexpended Balances 
FY 07 through FY 15 
(Stated in Thousands) 

Community Name 
Shared 

Tax Interest9 Expended Encumbered 

Unexpended/ 
Unobligated

June 30, 2015 

Percent of 
Unexpended/
Unobligated

City & Borough of Juneau 17,240 - 12,522 4,075 643 3%
City & Borough of Sitka 5,283 383 3,510 2,128 28 0% 
City of Homer 108 - 95 - 13 0%
City of Hoonah 5,241 - 2,496 837 1,908 8% 
City of Hooper Bay 33 - 33 - - 0%
City of Ketchikan 8,198 - 4,572 26 3,600 15% 
City of Kodiak 146 - 146 - - 0%
City of Seward 2,814 - 2,501 313 - 0% 
City of Unalaska 22 - 22 - - 0%
City of Valdez 65 - 65 - - 0% 
City of Whittier 7,056 - 4,088 - 2,968 13%
City of Wrangell 115 - 47 - 68 0% 
Haines Borough 1,274 - 1,266 8 - 0%
Kenai Peninsula Borough 2,921 - 2,921 - - 0% 
Ketchikan Gateway Borough 17,170 114 14,843 869 1,572 7%
Kodiak Island Borough 146 - 146 - - 0% 
Municipality of Anchorage 208 - 208 - - 0%
Municipality of Skagway Borough 30,550 - 17,996 - 12,554 54% 
     Total 98,590 497 67,477 8,256 23,354 100%

9The City and Borough of Sitka and the Ketchikan Gateway Borough reported accrued interest of $383 thousand and $114 thousand, respectively. The sum of shared 
taxes and interest were used to fund CPV related expenditures. Communities were not asked to report interest earned on CPV funds as part of this audit. Therefore, 
the lack of interest reported by other communities in Exhibit 3 does not indicate that the communities did not earn interest on the funds.
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Municipality of Skagway Borough: Skagway’s harbor infrastructure 
expenditures were for small boat harbor improvements and 
construction of a boat maintenance building. Improvements included 
constructing a seawalk and wave barrier (breakwater) to enhance 
CPV passenger safety as passengers transit between the large vessel 
dock and the small boat harbor where they access tours. The boat 
maintenance building provides services for boat owners that use the 
small boat harbor including boats that provide tours to cruise ship 
passengers. 

Approximately $39.8 million of CPV shared tax expenditures were spent 
on services for vessels and vessel passengers (shown as Other CPV 
Services in Exhibit 5). This category of services included, in part, utilities 
provided to cruise ships, public safety and emergency response services, 
public transportation, and visitor center operations. The audit reviewed 
material other CPV services expenditures for the port communities of 
the City and Borough of Sitka, the Municipality of Skagway Borough, 
and the Ketchikan Gateway Borough. These communities represent 
77 percent of the expenditures in this category. The review included on 
site review of expenditure documentation and tours of CPV projects. 

The audit found that although some expenditures were for specifi c CPV 
projects or to cover specifi c CPV related costs, there were many instances 
where CPV funds were used to pay for general municipal costs or to 
fund a portion of capital projects not exclusively dedicated to vessels or 
vessel passengers. Often the use of CPV revenues for general municipal 
costs were not justifi ed by data such as square footage for CPV versus 
non-CPV duties, time worked on CPV versus non-CPV activities, people 
served, or other objective data. With the exception of the Municipality 
of Skagway Borough, municipal representatives provided anecdotal 
evidence regarding how vessels and passengers generally increase the 
need for certain services. 

As discussed in Background Information, federal law prohibits the use 
of CPV taxes to raise funds for general purposes. Consequently, CPV 
taxes may only fund general operations to the extent benefi ts are 
conferred to vessels and passengers. The audit could not confi rm that 
expenditures for a portion of other CPV services at Ketchikan Gateway 
Borough and City and Borough of Sitka met these limitations. (See 
Recommendations 2 and 3.)

CPV funds expended for 

other CPV services often 

lack the documentation 

necessary to verify the 

expenditures complied 

with State law.
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Detailed descriptions of the three communities that materially used CPV 
funds for other CPV services are provided below.

Ketchikan Gateway Borough: Since the beginning of the CPV tax 
program, the Ketchikan Borough expended or granted more than 
$13 million of shared tax revenues. Material expenditures include transit 
services ($2.0 million), airport services ($1.3 million), other municipal 
services ($2.8 million), the Ketchikan Visitor’s Borough ($2.5 million), and 
the First City Players ($500,000). Appendix B provides a detailed listing 
of shared tax expenditures. While some of the expenditures are directly 
linked to CPV costs such as the installation of bathrooms to serve vessel 
passengers, expenditures for some municipal services such as transit 
and airport costs were supported by estimates.  

City and Borough of Sitka: Approximately $2.8 million of Sitka’s 
expenditures are composed of transfers to its general fund, harbor fund, 
and its capital projects fund. General fund transfers were intended to 
off set the costs of operating its Centennial Hall building, emergency 
services, public safety services, and other general municipal costs. 
Transfers to the harbor fund were for operations of the cruise ship 
lightering dock which is located in Sitka’s harbor. Transfers to its capital 
projects fund support the ongoing Centennial Hall reconstruction 
project. The Centennial Hall building will serve as a loading area for 
passengers.

Summary of Shared Tax Expenditures 
FY 07 through FY 15 

Harbor
Infrastructure

12%

Other CPV 
Services

59%

Port
Facilities

29%

Exhibit 4
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Municipality of Skagway Borough: Since FY 07, Skagway has used 
$11 million of CPV funds to pay its general water, sewer and garbage 
expenditures. Annually, these CPV taxes fund approximately 20 to 
27 percent of its budget for these costs. According to municipal 
representatives, the use of shared tax revenues to fund general municipal 
operations is justifi ed by a cruise ship impact survey completed in 
FY 08. The survey concluded that approximately 55 percent of Skagway’s 
municipal service hours are spent providing services to cruise ships and 
passengers. The impact survey serves as an objective basis for using 
CPV funds for general municipal operations. However, the audit noted 
that the survey was six years old at the time of the audit and in need 
of being updated. The audit also noted one instance where CPV funds 
were inappropriately used to buy  playground equipment for Skagway’s 
elementary school. (See Recommendation 1.) 

Shared Tax Expenditures by Community  
FY 07 through FY 15 
(Stated in Thousands) 

Community Name 
Port

Facilities 
Other CPV 

Services 
Harbor

Infrastructure
Total

Expenditures 
City & Borough of Juneau 12,522 - - 12,522 
City & Borough of Sitka - 3,145 366 3,511 
City of Homer 35 30 31 96 
City of Hoonah 190 2,296 10 2,496 
City of Hooper Bay 33 - - 33 
City of Ketchikan 3,819 753 - 4,572 
City of Kodiak - 146 - 146 
City of Seward 433 1,098 970 2,501 
City of Unalaska - 22 - 22 
City of Valdez 33 32 - 65
City of Whittier - 1,210 2,878 4,088 
City of Wrangell - 47 - 47
Haines Borough 649 618 - 1,267 
Kenai Peninsula Borough - 2,921 - 2,921 
Ketchikan Gateway Borough 1,776 13,017 50 14,843 
Kodiak Island Borough - 146 - 146
Municipality of Anchorage 208 - - 208 
Municipality of Skagway Borough 17 14,306 3,673 17,996 
     Total Expenditures 19,715 39,787 7,978 67,480 

 Source: Self-reported by communities 

Exhibit 5
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Between FY 07 and FY 15, 72 designated legislative CPV grants 
totaling $130 million were issued to 27 communities and other 
recipients. As of June 30, 2015, $16.1 million (12 percent) of the grants 
were unexpended. Unexpended grants are summarized in Exhibit 6. 
Material unexpended grants were reviewed to determine whether 
the related projects were initiated as expected and the cause of 
delays if applicable. The audit concluded that unexpended balances 
were supported by ongoing projects.

Exhibit 6

Source: State accounting system and budget documents from the Office of Management and Budget 

Unexpended Legislative CPV Grants 
FY 07 through FY 15 
(Stated in Thousands) 

Recipient 
Appropriation 

Year Grant Name 
Amount

Authorized 

Unexpended 
Balance at 

June 30, 2015 
Percent 

Unexpended 
Anchorage Museum at 
Rasmussen 

FY 11 Major Maintenance Project 2,000 78 0% 

City & Borough of Juneau FY 15 Salmon Creek Water Treatment 650 446 3%
City & Borough of Sitka FY 10 Commercial Passenger Vessel 

Lightering Facility Improvements 
2,000 1,053 7% 

City & Borough of Sitka FY 11 Commercial Passenger Vessel 
Facilities and Visitor Improvements 

4,500 2,076 13%

City & Borough of Sitka FY 12 Commercial Passenger Vessel and 
Visitors Facility Improvements 

3,000 2,500 16% 

City & Borough of Sitka FY 15 Commercial Passenger Visitor 
Facilities Improvements 

3,300 3,300 21%

City & Borough of  
Wrangell

FY 11 Commercial Passenger Vessel Facility 3,250 466 3% 

City of Homer FY 12 Cruise Ship Dock and Passenger 
Facility Improvements 

6,000 876 5%

City of Hoonah FY 11 Hoonah Harbor Improvements 1,000 129 1% 
City of Ketchikan FY 14 Ketchikan Promenade 1,300 1,300 8%
City of Kodiak FY 12 Pedestrian Pathway Planning and 

Design
384 384 2% 

City of Valdez FY 10 Dock Improvements 3,325 1,667 10%
City of Valdez FY 10 City Dock Information and 

Interpretative Center 
800 800 5% 

City of Whittier FY 10 Railroad Station Improvements 325 281 2%
Marine Exchange of Alaska FY 14 Marine Exchange Building 1,000 375 2% 
Municipality of Skagway 
Borough

FY 15 Float Extension to Serve Cruise 
Passenger Vessels 

800 371 2%

     Total  33,634 16,102 100% 

Unexpended CPV grants 

were supported by 

ongoing projects. 
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The material portion of the unexpended balances as of June 30, 2015, 
was $8.9 million (55 percent) for grants awarded to the City of Sitka, 
$2.5 million (15 percent) for grants awarded to the City of Valdez, and 
$1.3 million for a grant awarded to the City of Ketchikan (8 percent). The 
audit found that these projects were progressing as described below: 

City and Borough of Sitka: Sitka’s unexpended balance of $8.9 
million relates to commercial passenger vessel lightering facility and 
visitor improvements grants. The grants are being used as a source of 
funding for the reconstruction of Sitka’s Centennial Hall and adjacent 
Crescent Harbor parking lot. The audit verifi ed that construction of the 
project began in August 2015. Prerequisite design and engineering 
procedures were performed prior to the construction period. The 
project is expected to be completed by the end of FY 17. 

City of Valdez: In FY 10, Valdez was appropriated $4.1 million for 
city dock improvements and the interpretive center. Both grants 
were due to terminate on June 30, 2014; however, the unexpended 
balance of $2.5 million was reappropriated during FY 15. Valdez 
recently completed prerequisite steps necessary to begin the dock 
improvement projects. The city is in the process of planning the 
construction of the interpretive center and dock improvements. 

City of Ketchikan: In FY 14, Ketchikan was appropriated $1.3 million 
to extend its existing promenade. The promenade is a pedestrian 
pathway that will extend more than one mile along the cruise dock 
area upon completion. As of June 30, 2015, none of the grant had 
been expended as the project was waiting for the reconstruction 
of the Thomas Basin Seawall to be completed prior to beginning 
construction of the promenade. Construction of the promenade is 
expected to begin in FY 16. 

Alaska Statute 43.52.230(e) states that after October 31, 2010, and 
before November 1, 2015, communities that impose a CPV tax 
through a municipal law may not receive a CPV funded grant. Two 
communities are subject to this prohibition, the City and Borough 
of Juneau and the City of Ketchikan. Appendix A shows that both 
communities were awarded CPV grants regardless of this statutory 
prohibition.

CPV grants were 

awarded to ineligible 

recipients.
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Municipality of Skagway Borough management used CPV funds to 
purchase playground equipment for the Skagway elementary school 
at a cost of $114,450. Management believes the use of CPV funds for 
this purpose was appropriate because school playground equipment 
is used by visiting cruise passengers and children of seasonal workers. 
Additionally, management states that the school serves as a disaster 
response location for cruise ship passengers.

Alaska Statute 43.52.230(b) states that funds must be used for port 
facilities, harbor infrastructure, and other services to the commercial 
passenger vessels and the passengers on board those vessels. 
Additionally, 33 USC 5(b)(2) limits the use of CPV shared taxes. Per 
33 USC 5(b):

No taxes, tolls, operating charges, fees, or any other 
impositions whatever shall be levied upon or collected 
from any vessel or other water craft, or from its passengers 
or crew, by any non-Federal interest, if the vessel or water 
craft is operating on any navigable waters subject to the 
authority of the United States, or under the right to freedom 
of navigation on those waters, except for—
(1) Fees charged under section 208 of the Water
 Resources Development act of 1986 (33 USC 2236);
(2) Reasonable fees charged on a fair and equitable
 basis that—
 (A) Are used solely to pay the cost of a service to
   the vessel or water craft;
 (B) Enhance the safety and effi  ciency of
  interstate and foreign commerce; and
 (C) Do not impose more than a small burden on
   interstate or foreign commerce; or 
(3) Property taxes on vessels or watercraft,
  other than vessels or watercraft that are
 primarily engaged in foreign commerce if those
 taxes are permissible under the United States 
 Constitution.

Playground equipment primarily used for the elementary school 
does not qualify as an allowable purpose under state or federal law. 

FINDINGS AND 

RECOMMENDATIONS

Recommendation 1:

Municipality of Skagway 

Borough management 

should only use 

commercial passenger 

vessel (CPV) shared tax 

revenues for allowable 

purposes.
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By using CPV shared tax revenues for purposes other than those 
defined in AS 43.52.230(b) and 33 USC 5(b)(2), the municipality’s 
reduced funding available to pay for costs related to port facilities, 
harbor infrastructure, or other services to vessels and passengers.

We recommend the municipality’s manager only use CPV shared tax 
revenues for allowable purposes.

Ketchikan Gateway Borough funded a portion of general transit, 
airport, and other municipal services with CPV shared taxes without 
specifically identifying the related CPV services rendered to the 
vessels and passengers. Borough management provided anecdotal 
evidence regarding the impact that vessels and passengers have on 
the borough as support for the use of CPV shared taxes.

Management believes the CPV funded expenditures are allowable 
per state statute. Management has not developed a cost allocation 
methodology to support paying municipal services with CPV 
revenues because, per management, the costs of doing so are not 
outweighed by the benefits.

Alaska Statute 43.52.230(b) states that funds must be used for port 
facilities, harbor infrastructure, and other services to the commercial 
passenger vessels and the passengers on board those vessels. 
Furthermore, 33 USC 5(b)(2), limits the use of CPV shared taxes. Per 
33 USC 5(b):

No taxes, tolls, operating charges, fees, or any other 
impositions whatever shall be levied upon or collected 
from any vessel or other water craft, or from its passengers 
or crew, by any non-Federal interest, if the vessel or water 
craft is operating on any navigable waters subject to the 
authority of the United States, or under the right to freedom 
of navigation on those waters, except for—
(1) Fees charged under section 208 of the Water
  Resources Development act of 1986 (33 USC 2236);
(2) Reasonable fees charged on a fair and equitable
 basis that—
 (A) Are used solely to pay the cost of a service 

Recommendation 2:

Ketchikan Gateway 

Borough management 

should ensure CPV shared 

tax revenues are only used 

for allowable purposes.
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 to the vessel or water craft;
 (B) Enhance the safety and effi  ciency of
 interstate and foreign commerce; and
 (C) Do not impose more than a small burden on
  interstate or foreign commerce; or 
(3) Property taxes on vessels or watercraft, other than
 vessels or watercraft that are primarily engaged in
  foreign commerce if those taxes are permissible
  under the United States Constitution.

Cruise ship port calls greatly impact the general operations of the 
communities visited. However, the extent to which operational costs 
were increased as a result of vessels and passengers was not identified. 
Consequently, auditors could not verify that the CPV expenditures 
were for an allowable purpose per statute. By not specifically 
justifying the use of CPV shared taxes in terms of benefiting vessels 
or vessel passengers with objective support, the allowability of the 
CPV tax may be questioned. 

We recommend the Ketchikan Gateway Borough management 
ensure CPV shared tax revenues are used only for allowable purposes. 
Furthermore, we recommend the management develop a cost 
allocation methodology to support the use of CPV shared taxes to 
pay for municipal services that appropriately allocates costs between 
CPV and non-CPV services.  

City and Borough of Sitka funded a portion of general municipal 
services with CPV shared taxes without specifically identifying the 
related CPV services rendered to the vessels and passengers. Sitka 
management provided anecdotal evidence regarding the impact 
that vessels and passengers have on the borough as support for the 
use of CPV shared taxes. 

Sitka management stated that the municipality has been conservative 
in allocating CPV revenues for municipal services and believes that CPV 
funded expenditures are allowable per state statute. Management 
was unaware that detailed support was necessary to justify the use 
of CPV funds for general municipal services. 

Recommendation 3:

City and Borough of Sitka 

management should 

ensure CPV shared tax 

revenues are only used for 

allowable purposes.
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Alaska Statute 43.52.230(b) states that funds must be used for port 
facilities, harbor infrastructure, and other services to the commercial 
passenger vessels and the passengers on board those vessels. 
Furthermore, 33 USC 5(b)(2), limits the use of CPV shared taxes. Per 
33 USC 5(b):

No taxes, tolls, operating charges, fees, or any other 
impositions whatever shall be levied upon or collected 
from any vessel or other water craft, or from its passengers 
or crew, by any non-Federal interest, if the vessel or water 
craft is operating on any navigable waters subject to the 
authority of the United States, or under the right to freedom 
of navigation on those waters, except for—
(1) Fees charged under section 208 of the Water
 Resources Development act of 1986 (33 USC 2236);
(2) Reasonable fees charged on a fair and equitable
  basis that—
 (A) Are used solely to pay the cost of a service to the
 vessel or water craft;
 (B) Enhance the safety and effi  ciency of
   interstate and foreign commerce; and
 (C) Do not impose more than a small burden on
 interstate or foreign commerce; or 
(3) Property taxes on vessels or watercraft, other than
 vessels or watercraft that are primarily engaged in
  foreign commerce if those taxes are permissible
 under the United States Constitution.

 
Cruise ship port visits greatly impact the general operations of the 
communities visited. However, the extent to which operational 
costs were increased as a result of vessels and passengers was not 
specifically identified. Consequently, auditors could not verify that 
CPV expenditures were for an allowable purpose per statute. By 
not specifically justifying the use of CPV shared taxes in terms of 
benefiting vessels or vessel passengers with objective support, the 
allowability of the CPV tax may be questioned.

We recommend the City and Borough of Sitka management ensure 
CPV shared tax revenues are used only for allowable purposes. 
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Furthermore, we recommend that management develop a cost 
allocation methodology to support the use of CPV shared taxes to 
pay for municipal services that appropriately allocate costs between 
CPV and non-CPV services.  
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In accordance with Title 24 of the Alaska Statutes and a special request 
by the Legislative Budget and Audit Committee, we have conducted 
a performance audit of the commercial passenger vessel (CPV) tax 
program administered by the Department of Commerce, Community, 
and Economic Development (DCCED) and the Department of Revenue 
(DOR).

Audit objectives were to:

  Identify inception-to-date balances of unspent shared tax revenues 
by community, and determine the reasonableness of balances; 

  Evaluate each community’s use of shared tax revenues, and determine 
whether the revenues were used for statutorily defi ned purposes; 

  Identify the amount and purpose of appropriations made to 
communities and other recipients, whether related projects were 
initiated as expected and, if applicable, reasons for delay; and

  Evaluate the CPV fund balance and determine fund solvency. 

The audit evaluated CPV receipts and distributions from FY 07 
through FY 15. 

To gain a general understanding of the CPV excise tax program, 
we reviewed and evaluated:

  CPV statutes (AS 43.52.200-295) to understand the nature of the tax 
program and to evaluate the impact of statutory changes on current 
accounting practices and the CPV fund balance. 

  DOR’s CPV tax procedures to understand the tax collection process. 

  DCCED’s annual capital budget for FY 07 through FY 15 to obtain a 
listing of CPV funded designated legislative grants. 

  CPV revenue and expenditure information from the state accounting 
system to identify receipts and distributions by fi scal year and by 

OBJECTIVES, 

SCOPE, AND 

METHODOLOGY

Objectives

Scope  

Methodology
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recipient. Information was also used to verify unexpended grant 
balances reported by grant recipients.

  A legislative legal memorandum regarding federal limitations on 
the cruise ship passenger tax imposed under AS 43.52.200-.295, 
dated September 4, 2009, to understand federal restrictions on the 
allowability of CPV expenditures.

To further understand the CPV tax program, interviews were 
conducted with: 

  DCCED grant accountants to gain an understanding of the CPV grant 
award, reimbursement, and monitoring process.  

  The DOR Tax Division director and accountants to gain an 
understanding of the CPV revenue receipt and distribution process. 

  CPV grant recipient management and staff  to understand the nature 
of projects or other municipal services funded by CPV revenues, and 
accounting practices used to record CPV revenues and expenditures. 
Examples of individuals interviewed include: 

 o City managers, administrators, or executive directors;
 o Finance directors or accounting managers;
 o Finance, grant, and accounting staff ;
 o Public works directors;
 o Port and harbor masters and/or engineers.

A questionnaire was provided to all recipients of CPV shared 
taxes and grants, with the exception of state agencies, to identify 
unexpended shared tax balances, uses of shared taxes, and project 
timelines for CPV funded grants. All questionnaires were returned. 
Communities and other recipients of CPV taxes and grants were 
selected for more detailed review based on the following criteria: 

  Recipient’s shared tax receipts exceeded more than 10 percent of 
total shared taxes distributed to port communities. 

  Recipient’s grant awards exceeded more than 10 percent of total 
grants provided to all communities and other recipients. 
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  Recipient’s unexpended grant balance as of June 30, 2015, exceeded 
more than 10 percent of the total unexpended grant balances or the 
unexpended grant balance was greater than $500,000.

  Recipient’s unexpended shared tax balance as of June 30, 2015, 
exceeded more than 10 percent of the total unexpended shared tax 
balances. 

Based on these criteria, 10 communities and other CPV recipients 
were selected for detailed review as described below.

Communities With CPV Tax Receipts or Grant Awards That 
Exceeded More Than 10 Percent of Total

The following communities had CPV tax receipts or grant awards 
that exceeded more than 10 percent of the total: City and Borough 
of Juneau (Juneau), City of Ketchikan (Ketchikan), Ketchikan 
Gateway Borough (Ketchikan Borough), City and Borough of Sitka 
(Sitka), and Municipality of Skagway Borough (Skagway). For this 
group of CPV recipients, auditors visited each community and 
reviewed expenditure support and toured CPV funded projects. 
More specifically, the following were reviewed and evaluated:

  The Offi  ce of Management and Budget’s total project snapshot 
reports and DCCED’s Division of Community and Regional Aff airs 
(DCRA) grant agreements to understand the nature of projects 
funded by CPV appropriations. 

  Recipients’ policies and procedures to understand internal controls 
related to expenditure approval and cost allocation processes.

  Community resolutions and/or ordinances that designated the use 
of CPV tax revenues. 

  Invoices, timesheets, contracts, or other formal project 
documentation that supported shared tax and grant expenditures. 

  Single audit and/or comprehensive annual fi nancial reports to 
understand the nature of prior year audit fi ndings and to identify the 
risk of potential misuse of funds. 
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  Accounting data from recipients’ accounting systems to validate the 
accuracy of the data reported in questionnaire responses. 

  At least 75 percent of the projects funded by shared tax revenues 
were selected for review to understand the nature of the projects 
and to determine if the projects were aligned with CPV statutes. 
From this group of projects, a haphazard sample of large dollar 
transactions was selected for testing. The sample size was designed 
to provide at least 30 percent coverage of the overall shared tax 
expenditures balance. Results of sample testing were projected to a 
recipient’s universe of shared tax expenditures. 

Communities With Unexpended CPV Grant Balances That 
Exceeded More Than 10 Percent of Total or $500,000

The following communities or other recipients whose unexpended 
grant balance exceeded more than 10 percent of the total 
unexpended grant balances or $500,000 include: City of Valdez, 
City of Homer, City of Wrangell, and the Marine Exchange of Alaska. 
The following were reviewed and evaluated for this group of CPV 
recipients:

  The Offi  ce of Management and Budget’s total project snapshot 
reports and DCCED’s DCRA grant agreements to understand the 
nature of projects funded by CPV appropriations. 

  A haphazard sample of three to 10 grant reimbursements processed 
between FY 12 and FY 15 were selected for grants that had 
unexpended balances on June 30, 2015. The sample ensured large 
dollar transactions were selected, thereby obtaining appropriate 
evidence to support the audit conclusions. 

  Invoices, timesheets, contracts, or other formal project documentation 
that supported grant expenditures and project timelines. 

  Auditors visited the Marine Exchange of Alaska and toured CPV 
funded projects.
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Communities With Unexpended CPV Shared Tax Balances That 
Exceeded More Than 10 Percent of Total

Communities whose unexpended shared tax balance exceeded 
more than 10 percent of the total unexpended shared tax balances 
include: Ketchikan, Skagway, and the City of Whittier. The following 
were reviewed and evaluated for this group of CPV recipients:

  Community resolutions and/or ordinances that designated the use 
of shared tax revenues. 

  Budget documents or contracts that summarized estimated costs of 
projects and identifi ed project timelines. 

  Assembly meeting minutes that discussed the use of shared tax 
receipts for upcoming projects. 

Government Auditing Standards issued by the Comptroller of the 
United States requires that auditors obtain and report the views of 
responsible officials of the audited entity concerning the findings, 
conclusions, and recommendations included in the audit report, 
as well as any planned corrective actions. For the purposes of this 
audit, the following entities were considered responsible officials 
because of the entities’ significance to the report conclusions: 

  DOR;

  DCCED;

  Juneau;

  Ketchikan;

  Ketchikan Borough;

  Sitka;

  Skagway; and

  City of Whitter.



32ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16

(Intentionally left blank)



33ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16

APPENDIX A

Legislative Grant Balances by Recipient 
FY 07 through FY 15 
(Stated in Thousands) 

Community/ 
Named Recipients 

Appropriation
Year Grant Name Authorized 

Expenditures 
as of June 30, 2015

Unexpended 
Balance

City of Saxman FY 09 Saxman Community Center Visitor and 
Cruise Passenger Facility Improvements 

1,500 1500 -

Petersburg Borough FY 09 Commercial Passenger Vessel Berthing 
and Power Upgrades 

1,250 1,250  -  

Petersburg Borough FY 10 Commercial Dock and Vehicle Drive 
Down Design and Construction 

3,390 3,390  -  

Municipality of Skagway FY 09 Seawalk Intermodel Cruise Ship Access 
Project 

2,000 2,000  -  

Municipality of Skagway FY 10 Municipal Wastewater Treatment 
Facilities Improvements Due to Seasonal 
Cruise Impacts 

2,500 2,500  -  

Municipality of Skagway FY 11 Commercial Passenger Vessel Lightering 
and Harbor Improvements 

4,000 4,000  -  

Municipality of Skagway FY 11 Municipal Wastewater Treatment 
Facilities Improvements Due to Seasonal 
Impacts 

800 800  -  

Municipality of Skagway FY 15 Float Extension to Serve Cruise Passenger 
Vessels

800 429 371 

Municipality of Anchorage FY 10 Egan Center Cruise Passenger Staging 
Upgrades

1,000 1,000  -  

Municipality of Anchorage FY 10 Port of Anchorage Expansion 10,000 10,000  -  

Municipality of Anchorage FY 12 Alaska Aviation Museum Energy & Safety 
Improvements 

495 495 -

Morris Thompson Cultural and 
Visitors Center 

FY 10 Exhibit Completion 1,000 1,000 - 

Marine Exchange of Alaska FY 10 Vessel Tracking System Upgrades 450 450 -

Marine Exchange of Alaska FY 11 Alaska Vessel Tracking System Upgrades 
and Expansion 

600 600 - 

Marine Exchange of Alaska FY 12 Alaska Vessel Tracking System Upgrades 
and Expansion 

600 600 -

Marine Exchange of Alaska FY 14 Marine Exchange Building 1,000 625 375 

Marine Exchange of Alaska FY 14 Alaska Vessel Tracking System Upgrades 
and Expansion 

500 500 -

Marine Exchange of Alaska FY 15 Alaska Vessel Tracking System Upgrades 
and Expansion 

500 500 - 

Haines Borough FY 09 Port of Chilkoot Cruise Ship Dock Repairs 
and Debt Retirement 

1,544 1,544 -

Haines Borough FY 10 Port of Chilkoot Waterfront Improvements 1,900 1,900 - 

Haines Borough FY 11 Port Chilkoot Cruise Ship Dock Upgrade 2,910 2,910  -  

Fairbanks North Star Borough FY 10 Carlson Center Improvements 1,000 1,000  -  
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APPENDIX A

(Continued)

Legislative Grant Balances by Recipient 
FY 07 through FY 15 
(Stated in Thousands) 

Community/ 
Named Recipients

Appropriation
Year Grant Name Authorized

Expenditures 
as of June 30, 2015

Unexpended 
Balance

City of Whittier FY 10 Railroad Station Improvements 325 44 281 

City of Wasilla FY 10 Airport Train Station Improvements 105 105 - 

City of Valdez FY 09 Cruise Ship Dock Renovation and Uplands 
Repair

1,675 1,675  -  

City of Valdez FY 10 Dock Improvements 3,325 1,657 1,668 

City of Valdez FY 10 City Dock Information and Interpretative 
Center

800 - 800 

City of Seward FY 10 Bus Transportation Assistance for Cruise 
Ship Passengers 

167 167  -  

City of Seward FY 10 Dredging Cruise Ship Berthing Basins and 
Approaches

2,508 2,508  -  

City of Seward FY 11 Commercial Passenger Vessel Harbor 
Security - Coast Guard Building 
Relocation

300 300  -  

City of Seward FY 11 Security and Fire Protection for 
Commercial Passenger Vessels 

2,000 2,000  -  

City of Seward FY 12 Cruise Ship Boardwalk Extension 25 25  -  

City of Seward FY 12 Harbor Restroom Improvements 130 130  -  

City of Palmer FY 10 Visitor Information Center Restrooms 100 100  -  

City of Kodiak FY 09 Cruise Ship/Pier II Master Plan 250 250  -  

City of Kodiak FY 10 Pedestrian Improvements Between Cruise 
Ship Dock (Pier II) & Downtown Kodiak 

700 700  -  

City of Kodiak FY 12 Pedestrian Pathway Planning and Design 384 - 384 

City of Kodiak FY 12 Pier and Downtown Pedestrian 
Improvements 

1,600 1,600  -  

City of Ketchikan FY 09 Port of Ketchikan Berths I and II 
Replacement Project 

3,000 3,000  -  

City of Ketchikan FY 10 Reconstruction of Downtown Bridges and 
Trestles 

5,000 5,000                    -    

City of Ketchikan FY 10 Port of Ketchikan Berths I and II 
Replacement 

3,000 3,000  -  

City of Ketchikan FY 11 Replace Cruise Ship Berths I and II 10,000 10,000  -  

City of Ketchikan FY 14 Ketchikan Promenade 1,300 - 1,300 

City of Hoonah FY 11 Hoonah Harbor Improvements  1,000 871 129 

City of Hoonah FY 11 Cruise Ship Passenger Walkway 
Construction and Upgrades 

1,500 1,500  -  

City of Hoonah FY 12 Berthing Facility 1,000 1,000  -  

City of Homer FY 12 Cruise Ship Dock and Passenger Facility 
Improvements 

6,000 5,124 876 
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APPENDIX A

(Continued)

Legislative Grant Balances by Recipient 
FY 07 through FY 15 
(Stated in Thousands) 

Community/ 
Named Recipients

Appropriation
Year Grant Name Authorized

Expenditures 
as of June 30, 2015

Unexpended 
Balance

City of Cordova FY 10 Cordova Center Construction Equipment 1,000 1,000  -  

City and Borough of Yakutat FY 09 Fuel Dock with Cruise Ship Platform 650 650  -  

City and Borough of Wrangell FY 10 Construction Activities to Complete the 
Marine Passenger Service Center 

2,500 2,500  -  

City and Borough of Wrangell FY 10 Stikine Avenue Sidewalk Extensions 390 390  -  

City and Borough of Wrangell FY 11 Commercial Passenger Vessel Facility  3,250 2,784 466 

City and Borough of Wrangell FY 11 Waterfront Master Plan 75 75 -

City & Borough of Sitka FY 10 Commercial Passenger Vessel Lightering 
Facility Improvements 

2,000 947 1,053 

City & Borough of Sitka FY 11 Commercial Passenger Vessel Facilities 
and Visitor Improvements 

4,500 2,424 2,076 

City & Borough of Sitka FY 11 Crescent Harbor Sidewalk Widening 1,000 1,000  -  

City & Borough of Sitka FY 12 Commercial Passenger Vessel and Visitors 
Facility Improvements 

3,000 500 2,500 

City & Borough of Sitka FY 15 Commercial Passenger Visitor Facilities 
Improvements 

3,300 - 3,300 

City & Borough of Juneau FY 09 Airport Passenger Baggage and Facility 
Safety 

1,300 1,300  -  

City & Borough of Juneau FY 09 Commercial Passenger Vessel Dock 
Retaining Wall Repair & Replacement 

1,500 1,500  -  

City & Borough of Juneau FY 10 Auke Bay Seawalk Construction 800 800  -  

City & Borough of Juneau FY 10 Cruise Ship Dock Improvements 2,500 2,500  -  

City & Borough of Juneau FY 11 Cruise Ship Dock Improvements 9,000 9,000  -  

City & Borough of Juneau FY 15 Last Chance Basin Well Field 1,350 1,350  -  

City & Borough of Juneau FY 15 Salmon Creek Water Treatment 650 204 446 

Anchorage Museum at Rasmuson FY 11 Major Maintenance Project 2,000 1,922 78 

Alaska Zoo FY 10 Infirmary and Commissary for the 
Animals 

800 800  -  

Alaska Wildlife Conservation Center, 
Inc. 

FY 10 Visitor Education and Research Sanctuary 1,000 1,000  -  

Alaska Wildlife Conservation Center, 
Inc. 

FY 12 Bear Education Awareness and Research 400 400  -  

Alaska Native Heritage Center FY 10 Village Site Completion 275 275  -  
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APPENDIX A

(Continued)

Legislative Grant Balances by Recipient 
FY 07 through FY 15 
(Stated in Thousands) 

Community/ 
Named Recipients

Appropriation
Year Grant Name Authorized

Expenditures 
as of June 30, 2015

Unexpended 
Balance

Alaska Native Heritage Center FY 11 Parking Expansion Project 420 420  - 

Alaska Aviation Heritage Museum FY 10 Major Facility Safety, Energy, and 
Collections Care 

500 500  - 

     Total  130,093 113,990 16,103 
Source: Session Laws of Alaska, OMB budget document, and self-reported by communities and other recipients
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APPENDIX B

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands) 

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

City & 
Borough of 
Juneau

Port Facilities Cruise Berth Improvements 12,366 

Port Facilities Downtown Cruise Ship Berth Improvements 156 

 Subtotal 12,522 

City & 
Borough of 
Sitka 

Harbor Infrastructure Harbor Fund 366 

Other CPV Services Advertising 7

Other CPV Services Building Repair 8 

Other CPV Services Contracted Services 554 

Other CPV Services Equipment Rentals 8 

Other CPV Services Interdepartment Services 42 

Other CPV Services Telephone 14 

Other CPV Services Tools & Small Equipment 5

Other CPV Services Maintenance Fund 14 

Other CPV Services General Fund 1,019 

Other CPV Services IT Fund 18 

Other CPV Services Capital Projects (Centennial Hall) 1,456 

Subtotal   3,511 

City of 
Homer 

Harbor Infrastructure Cruise Ship Passenger Staging Area 31 

Other CPV Services Guard House Restrooms 30 

Port Facilities Ramp 3 35 

 Subtotal   96 

City of 
Hoonah 

Harbor Infrastructure Harbor Upgrades 9

Other CPV Services Administrative Costs 51 

Other CPV Services HIA Fisherman Totem Pole Project 8

Other CPV Services Passenger Experience & Carver's Den 35 

Other CPV Services Brush Cutting - Scenic Walkway 2

Other CPV Services Tourism WSG 16 

Other CPV Services Water Line Canary Main Extension 400 

Other CPV Services Canary Walking Path Maintenance 1 

Other CPV Services Fencing for Graveyard 4

Other CPV Services Public Library Summer Access 36 

Other CPV Services Ambulance Call Outs 16 

Other CPV Services Extra Police Patrol 5 

Other CPV Services Tunnel Rock Project - Passenger Safety, Cultural Significance 951 

Other CPV Services Public Restroom 89 
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APPENDIX B

(Continued)

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands) 

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

City of 
Hoonah 
(Continued)

Other CPV Services Visitor Restroom Janitor 9

Other CPV Services Community Readiness Passenger Experience 4 

Other CPV Services Visitor Center Employees 27 

Other CPV Services Visitor Center Furniture 9 

Other CPV Services Website Development 6

Other CPV Services Passenger Services 50 

Other CPV Services Passenger Services, Park, and Walking Path Maintenance 477 

Other CPV Services Visitor Center Employee, Extra Police, and Seasonal Harbor Staff 101 

Port Facilities Seafloor Survey Guest Dock Area 10 

Port Facilities Boat Launch Ramp Matching 5.5% 150 

Port Facilities Caley Marina Handicap Lift 10 

Port Facilities Ports & Harbors Project Matching 15 

Port Facilities Transient Dock Upgrades 5

Subtotal   2,496 

City of 
Hooper Bay 

Port Facilities Dock Repairs and Maintenance 33 

Subtotal   33 

City of 
Ketchikan 

Other CPV Services Centennial Building & Totem Heritage Center Site Improvements 1

Other CPV Services Spruce Mill Sheet Pile 22 

Other CPV Services Thomas Basin Seawall Pedestrian Decking, Footing and Seawall 544 

Other CPV Services 2013 Seasonal Litter Program 64 

Other CPV Services 2014 Seasonal Litter Program 60 

Other CPV Services 2015 Seasonal Litter Program 10 

Other CPV Services Centennial Building Restroom Expansion 1

Other CPV Services 2014 Tour Guide Program 51 

Port Facilities Loan Payment for Berth III Engineering 1,302 

Port Facilities Port Bonds and Lease Payment for Berth IV 2,083 

Port Facilities Replace Fender Piles on Berths 1C and 1D 434 

     Subtotal   4,572 

City of 
Kodiak 

Other CPV Services Operating - Direct Services for Ships and Passengers 146 

    Subtotal   146 

City of 
Seward 

Harbor Infrastructure Harbor Breakwater 969 

Other CPV Services Ambulance Service 90 

Other CPV Services Fire Boat Outboards 30 

Other CPV Services Security Float for Response Vessels 163 
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APPENDIX B

(Continued)

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands) 

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

City of 
Seward 
(Continued)

Other CPV Services United States Coast Guard  Relocation 333 

Other CPV Services Water Storage Tank (Fire Safety) 98 

Other CPV Services Harbor Restroom Improvement 43 

Other CPV Services Bus Transportation 341 

Port Facilities Cruise Ship Terminal 201 

Port Facilities Dock Dredging 233 

     Subtotal 2,501 

City of 
Unalaksa 

Other CPV Services Operating Costs - Admin Assistant II - General Billing 22 

     Subtotal 22 

City of 
Valdez

Other CPV Services Picnic Tables 6

Other CPV Services Flowers 1

Other CPV Services Landscaping Mulch 1 

Other CPV Services Benches 19 

Other CPV Services Pennants 3

Other CPV Services Signs & Welcome Banners 1

Port Facilities Kelsey Dock Decking 28 

Port Facilities Kelsey Dock Sea Floor Soundings and Uplands Building Steel Fish in 
Waves Art Sculpture 5

Port Facilities Kelsey Dock Piling Caps & Jersey Barrier Chains 1 

     Subtotal 65 

City of 
Whittier 

Harbor Infrastructure EDA 070105881 - Harbor Project 172 

Harbor Infrastructure Emergency Repairs Harbor 65 

Harbor Infrastructure Harbor Float Replacement 336 

Harbor Infrastructure Harbor Project 234 

Harbor Infrastructure Public Facilities' Harbor Facility Grant Program 2,000 

Harbor Infrastructure Transfer to COOP 10-037 Matching Portion 71 

Other CPV Services Request for Proposal Ad - Public Facilities' Harbor Grant Program 1 

Other CPV Services Whittier Museum Assoc. Contribution 55 

Other CPV Services Bear Proof Trash Cans - Harbor Project 11 
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APPENDIX B

(Continued)

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands)

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

City of 
Whittier 
(Continued)

Other CPV Services Whittier Creek Levee Emergency Watershed Protection 6

Other CPV Services Harbor Triangle Area Gazebo Construction 12 

Other CPV Services Emergency Medical Services Equipment Purchase 43 

Other CPV Services Purchase of Ambulance 19 

Other CPV Services P-12 (Public Safety) Roof Survey 29 

Other CPV Services Public Safety Vehicle Purchase 23 

Other CPV Services Transfer to Police/Emergency Medical Services/Fire 1,011 

     Subtotal   4,088 

City of 
Wrangell

Other CPV Services Downtown Revitalization Project - Banners, Bumpouts, and Landscaping 14 

Other CPV Services Park Benches and Trash Receptacles 33 

Subtotal 47 

Haines 
Borough 

Other CPV Services Cruise Ship Survey  20 

Other CPV Services Other Miscellaneous  Material & Equipment 5

Other CPV Services Refurbish Keystone Drill 23 

Other CPV Services Totem Pole Project 5

Other CPV Services Picture Point Grant Match 62 

Other CPV Services Signage 44 

Other CPV Services Bear Saver Trash Cans 6 

Other CPV Services Dock Flowers 43 

Other CPV Services Park Benches 3

Other CPV Services Chilkoot Bear Monitor 2

Other CPV Services Electric Hand Dryers for Dock Restrooms 6 

Other CPV Services Restroom Janitorial 70 

Other CPV Services Temporary Restroom 67 

Other CPV Services Cruise Ship Shuttle 137 

Other CPV Services Repairs and Maintenance to People Mover Cart 7 

Other CPV Services Repair Restrooms in Visitor Center 11 

Other CPV Services Tourism Kiosk PC Dock 20 

Other CPV Services Tourism Labor 87 

Port Facilities Dock Facility Maintenance 17 

Port Facilities PC Dock Trestle Replacements 528 

Port Facilities Electricity to Lightering Dock 8 
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APPENDIX B

(Continued)

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands)

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

Haines 
Borough
(Continued)

Port Facilities Lightering Dock Repair 7

Port Facilities Port/Harbor Labor 89 

     Subtotal 1,267 

Kenai 
Peninsula
Borough 

Other CPV Services Pass-Through 2,921 

     Subtotal 2,921 

Ketchikan 
Gateway 
Borough 

Harbor Infrastructure Creek Street Trestle Berths I-III 1,224 

Harbor Infrastructure Harbor View Sea Walk 50 

Other CPV Services Administrative Fees 1,160 

Other CPV Services Distribution/Marketing Plan 110 

Other CPV Services Downtown/Neighborhood/CPV Planner 566 

Other CPV Services A Fish Story 160 

Other CPV Services An Art/Native Culture Story 490 

Other CPV Services Deer Mountain Hatchery 150 

Other CPV Services Hopkins Alley Revitalization Project 25 

Other CPV Services Ketchikan Maritime Education 21 

Other CPV Services Ketchikan Stories 325 

Other CPV Services Saxman Dewitt Carving P1 76 

Other CPV Services Saxman Dewitt Carving P2 75 

Other CPV Services Saxman Totem Restoration 135 

Other CPV Services Sculpture "The Rock" 100 

Other CPV Services St. John's Sprinkler 42 

Other CPV Services Trainbird Trail 30 

Other CPV Services Walking Tour Signs 4

Other CPV Services Water Street Pedestrian Improvements 138 

Other CPV Services Wayfinding Signs 26 

Other CPV Services Beautification 857 

Other CPV Services Harbor View Park 50 

Other CPV Services Historic Resources Downtown/Newton Survey & Inventory 15 

Other CPV Services Hole in the Wall Harbor 49 

Other CPV Services Marquee Rain Canopy 186 

Other CPV Services Aquatic Center 110 

Other CPV Services Nonareawide Library 50 

Other CPV Services Recreation 96 

Other CPV Services Flight Simulator Rent 16 
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APPENDIX B

(Continued)

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands)

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

Ketchikan 
Gateway 
Borough
(Continued) 

Other CPV Services Ketchikan Volunteer Rescue Squad - Personal Locator Beacon 83 

Other CPV Services Service Areas (Fire Departments) 553 

Other CPV Services Southern Southeast Emergency Training Center  - Emergency Response 
Training 100 

Other CPV Services Herring Cove Tourism Management 32 

Other CPV Services Seasonal Code Enforcement Officer 70 

Other CPV Services General Fund (Other than Recreation and Transit) 388 

Other CPV Services City Park Restroom 14 

Other CPV Services Public Restrooms - First City Players 500 

Other CPV Services SAN-I-PAK Equipment 200 

Other CPV Services Saxman Totem Row Restroom 80 

Other CPV Services Airport Operations Support 1,297 

Other CPV Services Borough Transit Operations 1,887 

Other CPV Services Transit Bus Match 33 

Other CPV Services Transit Bus Painting 14 

Other CPV Services Bus Shelters 100 

Other CPV Services Ketchikan Visitors Bureau 1,379 

Port Facilities Berth I Improvements 156 

Port Facilities Berth IV Dock Improvements 50 

Port Facilities Berth IV Dock Improvements 204 

Port Facilities Drive Down Dock 1,340 

Port Facilities Transportation Worker Identification Credential 27 

Subtotal   14,843 

Kodiak 
Island
Borough 

Other CPV Services 2008 Tourism Funding 146 

Subtotal   146 

Municipality
of Anchorage 

Port Facilities Wharf Pile Enchantment Project (Port of Anchorage) 2011-2015 208 

Subtotal   208 

Municipality
of Skagway 

Harbor Infrastructure Seawalk/Wave Barrier 3,009 

Harbor Infrastructure Small Boat Harbor Maintenance Building 218 

Harbor Infrastructure Small Boat Harbor Master Plan 25 

Harbor Infrastructure Small Boat Harbor Upgrades 420 

Other CPV Services Artic Brotherhood Hall Improvements 10 

Other CPV Services Cemetery Improvements 8 

Other CPV Services Dyea Improvements 108 

Other CPV Services Museum Collection 48 
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APPENDIX B

(Continued)

Shared Tax Expenditure Detail by Community 
FY 07 through FY 15 
(Stated in Thousands)

Community 
Name 

Expenditure 
Category 

Expenditure 
Description 

Total
Expenditures 

Municipality
of Skagway 
(Continued)

Other CPV Services Rapuzzi Collection 94 

Other CPV Services Street Light Emitting Diode Conversion 58 

Other CPV Services Street Maintenance 285 

Other CPV Services Trail Maintenance 5 

Other CPV Services Upper Dewey Lake Trail 10 

Other CPV Services Bear Proof Garbage Lids 11 

Other CPV Services Booster Station 178 

Other CPV Services Incinerator Repairs 471 

Other CPV Services IT28 Loader 191 

Other CPV Services Transfers to Garbage Fund 1,005 

Other CPV Services Transfers to Water/Sewer Fund 1,043 

Other CPV Services 7th Pasture Dike 5 

Other CPV Services Library Expansion/Parking 11 

Other CPV Services Playground Equipment 229 

Other CPV Services Recreation Center Entry 179 

Other CPV Services Recreation Center Expansion 28 

Other CPV Services Recreation Center Improvements 196 

Other CPV Services Redwood Water Tank 64 

Other CPV Services Water Well Exploration 67 

Other CPV Services Waste Water Treatment Plant Upgrades 75 

Other CPV Services Dock Security/Signage 15 

Other CPV Services Fire Department Occupational Safety and Health Administration 
Compliance 53 

Other CPV Services Fire Department Water Tank Building 13 

Other CPV Services Fire Training Facility 7 

Other CPV Services Rural Fire Suppression 1

Other CPV Services Public Safety Engineering 703 

Other CPV Services Transfers to General Fund 9,096 

Other CPV Services Bicycle Racks 10 

Other CPV Services Transfers to Tourism Fund 30 

Port Facilities Transportation Worker Identification Credential Equipment 17 

     Subtotal 17,996 

Total 67,480 
Source: Self-reported by communities and other recipients
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APPENDIX C

ALASKA STATUTES REGARDING EXCISE TAX ON TRAVEL ABOARD 
COMMERCIAL PASSENGER VESSELS 

Sec. 43.52.200. Levy of excise tax on overnight accommodations on commercial 
passenger vessels.
There is imposed an excise tax on passengers traveling on commercial passenger vessels 
providing overnight accommodations that anchor or moor on the state's marine water with 
the intent to allow passengers to embark or disembark. 

Sec. 43.52.210. Rate of tax.
The tax imposed by AS 43.52.200 - 43.52.295 is levied at a rate of $34.50 for a passenger for 
each voyage. 

Sec. 43.52.220. Liability for payment of tax.
A passenger subject to the excise tax imposed by AS 43.52.200 - 43.52.295 is liable for the 
payment of the tax. The tax shall be collected from the passenger by the person who provides 
travel aboard a commercial vessel and shall be paid to the department in the manner and at 
the times required by the department by regulation. 

Sec. 43.52.230. Disposition of receipts. 
(a) The proceeds from the tax imposed under AS 43.52.200 - 43.52.295 shall be 

deposited in a special "commercial vessel passenger tax account" in the general fund. 
The legislature may appropriate money from this account for the purposes described 
in (b) and (d) of this section. 

(b) For each voyage of a commercial passenger vessel, the commissioner shall identify 
the first seven ports of call in the state and the number of passengers subject to the tax 
imposed under AS 43.52.200 - 43.52.295 on board at each port of call. Subject to 
annual appropriation by the legislature, the commissioner shall distribute to each port 
of call $5 for each passenger subject to the tax imposed under AS 43.52.200 - 
43.52.295. If the port of call is a city located within a borough not otherwise unified 
with the borough, the commissioner shall distribute $2.50 for each passenger to the 
city and $2.50 to the borough. A city or borough that receives a payment under this 
subsection shall use the funds for port facilities, harbor infrastructure, and other 
services provided to the commercial passenger vessels and the passengers on board 
those vessels. 

(c) [Repealed, Sec. 12 ch 101 SLA 2010].

(d) In addition to making an appropriation for the payments described in (b) of this 
section, the legislature may appropriate money from the commercial vessel passenger 
tax account to projects that  
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APPENDIX C

(Continued)

(1) improve port and harbor infrastructure,

(2) provide services to commercial passenger vessels and the passengers on board 
those vessels, or  

(3) improve the safety and efficiency of the interstate and foreign commerce 
activities in which the vessels and the passengers on board those vessels are 
engaged.

(e) After October 31, 2010, and before November 1, 2015, a home rule or general law 
municipality that imposes and collects a tax on a passenger traveling on a commercial 
passenger vessel under a law enacted by the municipality before December 17, 2007, 
may not receive an appropriation under (d) of this section. 

Sec. 43.52.255. Tax reduction for local levies.  
The tax imposed on a passenger by AS 43.52.200 - 43.52.295 shall be reduced by the total 
amount of a tax on the passenger traveling on a commercial passenger vessel that is imposed 
and collected by a home rule or general law municipality under a law enacted before 
December 17, 2007.
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Agency Response the from Department Of Commerce, 

Community, and Economic Development



48ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16

(Intentionally left blank)



49ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16

Agency Response from the Department of Revenue
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Agency Response from the City and Borough of Juneau
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Agency Response from the City of Ketchikan
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Agency Response from the Ketchikan Gateway Borough
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Agency Response from the City and Borough of Sitka



72ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16



73ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16



74ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16

(Intentionally left blank)



75ALASKA STATE LEGISLATURE, DIVISION OF LEGISLATIVE AUDIT COMMERCIAL PASSENGER VESSEL TAX PROGRAM,  ACN 04-30083-16

Agency Response from the Municipality of Skagway
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Agency Response from the City of Whittier
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provide coverage at the cruise ship terminal for every ship in order to provide the passengers a safe 

Alaska experience. 

On page 12 of the Audit there is a reference to $3,000,000 of unexpended/unobligated CPV 

funds. The City has been using CPV funds for Harbor improvements, and in 2015 completed a 

$4,000,000 improvement project, supported by $2,000,000 of CPV funds. In July 2015 the City 

Council passed Resolution #59-2015 which obligated an additional $4,250,000 in CPV funds to 

future Harbor improvements. This encumbered all existing CPV funds, and future funds for several 

years. Additionally, the City Council passed Resolution #61-2015 in August 2015 committing 

$2,500,000 of CPV funds to a new Public Safety facility. In April of 2016 the City Council 

increased this commitment to $3,500,000 via resolution #11-2016. This facility is much larger than 

would be required by a community of 220 residents because of the necessity of supporting Fire, 

Police, Ems and Public Works for the cruise ship industry.  

The Audit mentions that the City of Whittier had no “definitive basis for allocating the 

building costs to CPV purposes.” Using the example above of annual cruise ship passengers vs 

full time residents, the ratio is 150,000:220 or 682:1. Based on this ratio the allocation of total cost 

of the building would be $8,587,408 CPV and $12,592 local. In fact, the City of Whitter will be 

using less than 50% CPV funds for this building. Additionally, the City of Whitter will provide all 

future maintenance, insurance and utility costs for the new facility.  

On page 19 of the Audit there is a table of unexpended Legislative CPV grants and Whitter 

is shown as having one such grant for Railroad Station Improvements. This project is currently 

underway and is expected to be completed this summer. It is a joint project between the City and 

the Corps of Engineers due to the historic nature of a 1940s monument that is being relocated as 

part of this project. This will be a great tourist and cruise ship passenger attraction when complete. 

Once again, on page 31 of the Audit, the City of Whitter is listed as having an unexpended 

balance that exceeded more than 10% of total. I would like to point out once more that while CPV 

funds may be unexpended they are obligated and encumbered for allowable harbor and public 

safely projects under AS 43.52.230. 

The City would like to thank the Budget and Audit Committee for allowing us this 

opportunity to provide local feedback on the contents of the draft audit. 

 

 
 
Mark Lynch 
City Manager 
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Legislative Auditor’s Additional Comments
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