DILLINGHAM’S PROPOSED ANNEXATION (AND LOCAL FISH TAX)

FREQUENTLY ASKED QUESTIONS

WHAT AREA IS THE CITY OF DILLINGHAM PROPOSING TO ANNEX?
e Toannex in the commercial fishing waters of Nushagak
Bay and the part of Wood River (see map to right)
where the special sockeye harvest sometimes occurs.

e The proposed annexation does not include uplands, it
is from high tide out (so no shore-based canneries, fish
camps or other property is included.)

WHY IS DILLINGHAM PROPOSING THIS?

Like most places in Bristol Bay, fishery resources and the
commercial fishing and seafood processing industries are the
backbone of Dillingham’s economy and integral to many
residents’ livelihoods and way of life.

1. This annexation will provide more revenue to the City of
Dillingham, through a 2.5% local fish tax, to help pay for
services and infrastructure that commercial fishermen and
the fleet use and will help make the community more
financially sustainable. It will help cover real costs that the
City of Dillingham taxpayers bear to support Nushagak Bay
fisheries.

2. The revenue will enable better service to Dillingham and e Ranesstion m———
neighboring community fishermen as well as those from
outside the area that use the City’s harbor, boat launches, docks and other infrastructure and services.
And, it should allow some improvements that will benefit all who use these facilities.

3. This annexation will allow Dillingham to capture some revenue that is escaping the area from non-Alaskan
fishermen in Nushagak Bay, and, from Nushagak Bay fish that are processed outside the Bay.

WHO FISHES NUSHAGAK BAY?

Year 2008 Nushagak Bay Salmon Harvest
Residency of People with Percent of Total
Commercial Landings Harvest

1. Non-Alaskans 38% 40%
2. Other Alaskan Residents 28% 30%
3. Dillingham Residents 19% 19%
4. Other Bristol Bay Residents 13% 10%
5. Unknown 2% 1%

Data source: CFEC 100% 100%

April 2011 Frequently Asked Questions about Dillingham’s Proposed Annexation page 1



Dillingham, with its population of about 2,330 is the economic, transportation, and public service center for
western Bristol Bay. Many more people than just Dillingham residents and fishermen use Dillingham’s
infrastructure to fish in Nushagak Bay. Two-third (68%) of those with commercial salmon landings from
Nushagak Bay are from outside the Bristol Bay region (2008). Many are dependent on Dillingham’s
infrastructure and services to enable their harvest here; others - particularly from neighboring watershed
communities - may use it less frequently but almost everyone uses Dillingham’s harbor, launch ramps, dock,
landfill, streets and more at some point.

In 2008, only 20 % of the vessels that commercially fished in the Nushagak District were registered to
Dillingham residents, and 40 % were registered to non-Alaskans. There are about 135 commercial vessel
owners who list Dillingham as their primary address, but on a bad weather day, in-between fishery openings
there can be 2 to 5 times that many vessels rafted to one another and to the harbor floats in the City’s small
boat harbor. Many keep their boats in the harbor between fishery openings, some live onboard, others haul
their boats in and out for servicing, repair or storage, to get fresh water or ice and more; the harbor’s use
really is regional in nature. The fees and taxes paid to the City of Dillingham by its resident and summer
fisheries-related visitors do not equal the cost to the City to provide services and facilities that support area
commercial fisheries.

ANNEXATION WILL BRING IN MORE REVENUE, FROM A LOCAL FISH TAX

Isn’t Dillingham going to get more State Business (Raw) Fish Tax if Nushagak Bay is within the City? No,
according to the best information we have from the State. Dillingham would only collect more State Business
(Raw) Fish Tax if more processing was going on within the expanded city boundary. Information reported to
Alaska Department of Revenue for State Business Fish Tax purposes suggests that there are no floating
processors in Nushagak Bay that aren’t already within either the Dillingham or Clark’s Point municipal
boundary. So annexation won’t bring any new processors into the City.

Dillingham is proposing a 2.5 % local fish tax (severance & sales). It would be levied within the City of
Dillingham (including Nushagak Bay if the annexation is approved), based on where the fish is sold or where
it is taken out of the water. This means that some revenue will be coming from all fish harvested in Nushagak
Bay, regardless of oy Ry 3t Dwvow | F Mook SR BorR, [e N
where the fish is
processed. Typically,
over half of the fish
taken from Nushagak
Bay is processed
outside the bay in _
other places, so we
lose the State Fish Tax
revenue from these
‘local’ fish. There are
13 other cities or
boroughs in the region
that have a local fish
tax similar to what
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WHO WILL PAY THE LOCAL FisH TAX, HOW WILL IT WORK?

e Individual tax payers (fishermen) will be obligated to pay it, but it will be the responsibility of the buyer
(processor) to collect and pay it (processors do this for all other local fish taxes in Bristol Bay too). Local
fish taxes are not new to processors or tenders; they account for and pay several local fish taxes.

e Examples: At 2.5% tax rate, if you are a setnetter fishing in Nushagak Bay and the total price you got for
your fish was $10,000, the processor would deduct a Dillingham tax of $250. If you are a driftnetter and
got half your salmon from Nushagak/Igushik and half from the Ugashik, and your gross was $47,000, the
processor would deduct a Dillingham tax of $588 (2.5% on the Nushagak fish). That same driftnetter also
has a 1% BBRSDA tax deduction, and on the Ugashik salmon a 3% City of Pilot Point and 2% Aleutians East
Borough fish tax deduction.

e Based on 2008 harvest data, for every $1 of local fish tax collected by Dillingham, watershed fishermen
would pay 10 cents, Dillingham fishermen would pay 20 cents, and fishermen from outside the region
would pay 70 cents.

e Like what Dillingham is proposing, most Bristol Bay area local fish taxes are based on the place where the
sale or harvest occurs, even if the fish is delivered or processed outside the city or borough. Also like other
places, Dillingham will have a 1-page form to register with the city if you buy fish that is harvested or sold
in Nushagak Bay. Payments will be due from processors either monthly or quarterly.

A local raw fish tax will mean that non-Dillingham residents will pay a share for the upkeep of services and
facilities in Dillingham that support the fisheries, and help ensure a sustainable future for the community. This
will also bring in revenue to the area from the estimated $20 million dollars (average) of Nushagak Bay salmon
being caught in the bay but taken elsewhere for processing.

SOME OF THE COSTS TO DILLINGHAM FOR SUPPORTING REGIONAL FISHERIES

In the summer Dillingham’s population more than doubles with commercial and sport fishermen, seafood
processing plant workers and others. Use of City-maintained harbors, docks and boat ramps swells, as does
use of community maintained restrooms, the new bathhouse, trash-hauling, street and grounds maintenance,
etc. Dillingham uses general operating fund money (which is primarily from city property and sales taxes)
every year to help subsidize services and infrastructure that support regional fisheries. For example:

e In Fiscal year (FY) 2009, $110,000 from the Dillingham general fund was transferred to harbors to make up
the difference between harbor fees and actual harbor annual operating expenses. The cost of contributed
administrative services is also paid out of the general fund.

e Year-round 10% and in the summer 20% of the calls for public safety service are from the fishery-related
areas (the boat harbor, Wood River boat launch, city dock or processing plants). 10% of the City of
Dillingham public safety budget in FY 10 is $211,990.

e Six large dumpsters are installed at the harbor and city dock in the summer and generally emptied twice a
day, adding about 25% to the volume of trash hauled during those months. In FY 2009, the City of
Dillingham transferred $200,000 from the general fund to subsidize the landfill.

Revenue resulting from annexation and the local fish tax will help Dillingham cover the costs above and more.
It will allow Dillingham to provide better service to its own and neighboring community fishermen as well as
those from outside the area and state who use the City-maintained harbor, docks, boat ramps, restrooms,
bathhouse, and benefit from trash-hauling, street maintenance, etc. It will also enable some improvements to
occur that will benefit all who use Dillingham’s harbor related facilities, and help make Dillingham more
financially sustainable.
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