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COW TTEE CALENDAR

HOUSE BI LL NO. 8

"An Act naming the law enforcenent training facility in

Fai rbanks the J. Kevin Lamm Law Enforcenent Training Facility."
MOVED HB 8 OQUT OF COW TTEE

SENATE BI LL NO. 40
"An Act relating to reapplications for the Al aska |ongevity
bonus program and providing for an effective date.”

MOVED CSSB 40(HES) OQUT OF COW TTEE

SENATE BI LL NO. 144
"An Act relating to matching funds in state tourism marketing
contracts with trade associations.”

MOVED CSSB 144(STA) OUT OF COW TTEE

SENATE BILL NO 143
"An Act nmaking special appropriations for a contract with a
gqualified trade association and for a marketing program and
providing for an effective date."

SCHEDULED BUT NOT HEARD

PREVI OUS COVMM TTEE ACTI ON

BILL: HB 8

SHORT TITLE: J. KEVIN LAWMM TRAI NI NG FACI LI TY
SPONSOR(S) :  REPRESENTATI VE(S) RAMRAS
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04/ 12/ 07 (S) Heard & Hel d
04/ 12/ 07 (S) M NUTE( STA)
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BILL: SB 144
SHORT TITLE: TOURI SM CONTRACT MATCHI NG FUNDS
SPONSOR(S): SENATOR(S) MOGUI RE

03/ 28/ 07 (S) READ THE FI RST TI ME - REFERRALS
03/ 28/ 07 (S) STA, FIN
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W TNESS REG STER

MARI T CARLSON VAN DORT, Staff

to Senator McQuire

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented SB 144 on behalf of Senator
McCuire, sponsor.

PATTI MACKEY, Chair, Board of Directors
Al aska Travel Industry Association

Ket chi kan, Al aska

POSI TI ON STATEMENT: Supports SB 144.

LI NDA ANDERSON, Lobbyi st

Al aska Travel Industry Association
Fai r banks, AK

POSI TI ON STATEMENT: Supports SB 144.

CH P THOVA. Representing hinself
Juneau, Al aska
POSI TI ON STATEMENT: Opposes SB 144.

GERALD SHOLAND, Presi dent

B&B Associ ati on of Al aska,

Omner,

Ki ana Bed and Breakf ast,

Homer, Al aska

PCSI TI ON STATEMENT: Supports SB 144.

TAMARA COCK, Director

Legal Services Division, Legislative Affairs
Juneau, Al aska

POSI TI ON STATEMENT: Comment ed on SB 40.

ACTI ON NARRATI VE
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CHAIR LESIL MCGU RE called the Senate State Affairs Conmttee
nmeeting to order 9:06:30 AM Senators MGQuire, Bunde, Stevens,
French, and Green were present at the call to order.

HB 8 — J. KEVIN LAVMM TRAI NI NG FACI LI TY

9: 06: 55 AM
CHAIR MCGU RE announced consideration of HB 8. Hearing no
requests, public testinony was cl osed.

SENATOR STEVENS noved to report HB 8 from committee wth
i ndi vi dual recommendations and attached fiscal note. Hearing no
obj ections, the notion carried.

SB 144 - TOURI SM CONTRACT NMATCHI NG FUNDS

9:07: 43 AM
CHAI R MCGAUI RE announced consi deration of SB 144.

SENATOR STEVENS noved to adopt proposed committee substitute
(CS) to SB 144, | abeled 25-LS0808\C, as the working docunent of
the commttee. Hearing no objections, the notion carried,
pl aci ng Version C before the conmttee.

9:08: 23 AM

MARI T CARLSON VAN DORT, Staff, to Senator MCQuire, testified
that in 2001 the state privatized the functions of the tourism
mar keti ng program by contracting with the Al aska Travel Industry
Association (ATIA). Previously the travel industry was pronoted
by a nenbership organi zation conprised of the private sector and
state officials. Currently the Departnent of Commerce and
Econom ¢ Devel opnent (DCED) has contracted with the ATIA to
design and inplenent Al aska's tourism marketing program Al aska
statute 44.33.125(a) currently requires a 50/50 match of state
general and private industry funds to finance the marketing
program The recent passage of travel industry taxes has
generated significant revenue into the general fund and
elimnated the wviability of raising private sector dollars
required to neet the 50 percent match, primarily comng fromthe
cruise industry. Wthout the conmtnment of the cruise industry
funding, ATIA's ability to successfully market Alaska is
conprom sed, particularly to i ndependent travel ers not
participating in tour packages. The independent traveler sector
has been stagnant or declining the last several years. The CS to
this bill would allow Alaska s travel industry to continue to
receive funds by tenporarily changing the statutory match from
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50/50 to 70/30 (state/private). This change woul d be repeal ed on
July 1, 2008. Additionally, the bill would create a nine-nenber
tourism task force operating from Septenber to Decenber of 2007
to investigate long term funding solutions. The purpose of the
tenporary statutory change would be to insure maintenance of the
ATI A marketing budget thereby stabilizing visitor nunbers while
allowing the state and industry to evaluate cruise industry
participation in the marketing program The tourism industry,
one of the largest industries and enployers in the state, has an
estimated 2.4 billion dollar annual economc inpact. It 1is
essential to the state’s economc well being to foster the
industry’s growth. SB 144 strikes a good balance allow ng the
industry to nmarket itself in a tinme of financial uncertainty
wi thout increasing further state expenditure. Unless the 70/30
match is passed, the ATIA will not be able to match the $5
mllion in the core budget.

9:12:54 AM
SENATOR BUNDE said he thought additional funds from the cruise
industry were still a possibility.

M5. VAN DORT replied that is correct, but if they don't this
provi des funding to continue marketing for this year.

SENATOR BUNDE asked if the state increases its contribution
woul d the cruise ship industry provide additional noney.

9:13: 52 AM

M5. VAN DORT replied that the cruise industry was unhappy with
the passage of the cruise tax initiative and informally stated
that they will only market their own crui se packages.

CHAIR MCGQUI RE said she offered the bill as a way to think about
this problem Tourism is a growng, renewable industry that
brings many jobs and revenues to the state. If it is true that
the cruise industry won't contribute marketing dollars it wll
significantly i npact the nmarketing that benefits | ocal
i ndi vi dual s.

9:16: 03 AM
SENATOR BUNDE asked if the same fiscal note applies to the CS.

MS. VAN DORT answered that she assunes there wll be a new
fiscal note because of the task force addition. Chair MQ@ire
added there is a Finance Commttee referral to the bill.

9:16: 54 AM

SENATE STA COW TTEE - 5- May 8, 2007



PATTI MACKEY, Chair, Board of Directors, ATIA Ketchikan, said
the CS is a fair and reasonable solution to the industry’s
i mredi ate need. The bill also addresses the long term issue of
identifying the role of tourism economcally and the anount of
investment the state should make to continue to assure tourism
as a viable industry. ATIA nenbers have actively expressed their
concerns about the future of tourism marketing. Since the
mllennium program legislation was passed the industry has
changed. The proposed match change is very inportant in this
time of wuncertainty. The legislature’s appropriation wll be
avai l able, but if ATIA cannot make the match some noney may be
left on the table. She also supports the idea of the task force
to bring the parties together to discuss issues affecting the
i ndustry.

9:20: 30 AM

SENATOR STEVENS noted that in 2007 there was $5 million in state
funds and $5 mllion in private funds. He assuned that $3
mllion of the private funds contribution was from the cruise

i ndustry and the $2 million was from everyone el se.

M5. MACKEY explained the process for fund contributions.
Vol untary contribution levels are provided to ATIA s marketing
program through the cruise lines as well as from the visitor
bureaus, chanbers, and tourism offices in local nunicipalities.
The cruise line percentage is based on a formula fromthe nunber
of berths available in Alaska. Cruise lines give alnpbst $2
mllion in voluntary contributions and another half mllion for
advertising. The visitor bureaus in the state generate roughly
$500, 000. The renmi nder cones from adverti senent revenues in the
state vacation planner.

9:22:46 AM
SENATOR STEVENS asked for clarification on where the $2 mllion
dollars cones from

M5. MACKEY replied that the noney cones out of her budget and
goes to ATIA. She does not get credit for purchasing adverti sing
out of her budget. The nobney goes to ATIA to build the $10
mllion dollar statew de budget. Two million dollars conmes from
vol untary contributions fromthe cruise industry.

9:23:39 AM
SENATOR STEVENS asked for further <clarification on the $2
mllion dollars that is left after the cruise industry

contri buti on.
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M5. MACKEY said the noney comes from nmenbers who advertise or
buy services offered by ATIA

CHAI R MCGUI RE added other ATIA nenbers include hotels or tour
conpanies that are not connected to the cruise industry. ATIA
has been able to market Alaska tourismin a way that all nenbers
have benefited. Now there is a concern that the cruise industry
will decide to handle its own marketing and stop contributing to
ATIA. Tourism is nore than the cruise industry, but they have
provi ded a significant portion of the marketing noney. She hopes
a task force can address this issue.

9:25:43 AM

CHAIR MCQUIRE said states |like Hawaii spend huge anounts of
their state budget on tourism She is not suggesting that other
parts of the state budget are not inportant, but it is fair to
ask what kind of investnment the state should make in an industry
that contributes so nmuch to the state’ s econony.

SENATOR BUNDE said |ast year the state share was $5 mllion and

the industry share $5 mllion. The proposed change is 70 percent
fromthe state and 30 percent from industry. Since the industry
now has $2 mllion would only one mllion dollars need to be
rai sed?

9:27: 04 AM

M5. MACKEY answered that $2 million is what they expect to have.

LI NDA ANDERSON, Lobbyist, Alaska Travel Industry Association,
said there is a one-tinme funding request for $3 mllion in the
senate budget that has not been decided. Right now, if this bil
passed, the ATIA budget would go from $10 million to $7 mllion.
| ndustry would have $2 mnmillion to draw the matching five,
leaving a $3 million hole. A funding problem still exists, but
at least the $5 mllion core budget of state funds is not Ileft
on the table.

CHAIR MCGUI RE said efforts are being nade to piece the budget
t oget her.

9:29: 03 AM
SENATOR BUNDE clarified that this bill would take care of $7
mllion and the industry is looking to the Finance Conmittee for

the additional $3 mllion.
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SENATOR GREEN asked how the 70/30 split gets ATIA to $7 mllion.
Her calculations show they need to raise $2.5 mllion or $2.6
mllion.

M5. ANDERSON said she is assuming they will raise between $2
mllion and $2.5 mllion, but there are no assurances.

9:30: 06 AM

CH P THOVA, resident of Juneau, said it would be a dramatic
change to go from anything other than the 50/50 share which was
agreed upon. This kind of change requires a denonstrated need
and a logical advertising strategy for the future. He has not
seen ATIA cone up with a strategy with substance. ATIA nunbers
i ndi cate maybe 100,000 people are affected by ATIA advertising
dollars. That neans approximately $200 per couple are being
spent to get those people to cone to the state. He thinks the
ATIA has failed to nmake a case that past state appropriations
were well spent or that increased funding is the sinple answer.
Instead the ATIA blames the cruise ship initiative as the
probabl e cause of its funding woes, while ignoring the fact that
private advertising for cruises in Al aska now top $70 nillion
dollars a year. Market forces appear to be working naturally to
make the ATIA irrelevant in advertising for a $2 billion dollar
a year Alaska tourism industry. $100 mllion dollars worth of
advertising is done each year in Alaska by the private sector
Governor Jay Hamond articulated the gold standard for state
funding of industry three decades ago, no subsidies. ATIA should
use its considerable marketing skills to raise nonies for the
fifty percent share agreenent they now enjoy before it dissolves
in the wake of the wealthy cruise industry.

9:33: 27 AM

GERALD SHOLAND, President, B&B Association of Al aska, and Omner,
Ki ana Bed and Breakfast, Honmer, said many bed and breakfasts are
very small businesses that cannot afford to advertise worl dw de,
therefore they support ATIA H's contribution to ATIA is part of
the $2 mllion that is raised from private industry. He noted
that Alaska is one of four or five states in the country whose
tourism marketing support is not funded conpletely by taxpayer
noney. Conpetition for tourism is increasing worldw de. O the
50 states, Alaska is in the bottom third of advertising dollars
spent with sone states spending seven and eight tines as nuch.
He believes the matching ratio for ATIA nmust be increased, if
not 100 percent taxpayer supported. If funding is not increased,
especially the matching ratio, sonme of the smaller tourism
busi nesses such as the bed and breakfasts my decrease in
nunbers and revenues. He urges approval of the bill and the
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enactnent of the task force to address the issues addressed
t oday.

CHAI R MCGUI RE cl osed public testinony on SB 144.

9: 36: 30 AM

SENATOR BUNDE said the appropriate place for debating the
suppl enental appropriation is in finance commttee. Tourismis a
vi abl e, inportant Al askan industry. The question is how nmuch the
state can afford. Wwen the state is facing deficits, future
appropriations like this subsidy will have to be paid by taking
nmoney from other state services. He questioned the long-term
outl ook of the program under current financial projections.
Precedent will be set if a program is established where the
state picks up nore of the costs. It would be unrealistic to say
the long-termfuture of this programis secure.

9: 38: 53 AM

SENATOR STEVENS noved to report CSSB 144(STA), from conmittee
with individual recommendations and acconpanying fiscal note.
Hearing no objections, the notion carri ed.

SB 40 - LONGEVI TY BONUS REAPPLI CATI ONS

9:39:42 AM
CHAlI R MCAUI RE announced consi derati on of SB 40.

SENATOR BILL WELECHOANBKI, bill sponsor, was available to
respond to any questions fromthe conmttee.

CHAI R MCGUI RE cl osed public testinony on SB 40.

9:40: 29 AM
CHAI R MCGUI RE asked for an opinion whether a needs-based program
could be offered as an anmendnent.

TAMARA COOK, Director, Legal Services Division, Legislative
Affairs, said a needs-based anmendnent could replace the
| ongevity bonus program but it would be problematic if it was
limted to former applicants because of equal protection. The
commttee would have to consider a program that was open to new
applicants under a needs-based scenario. Also, the residency
issue would need to be considered. WMst needs-based progranms
cannot have a durational residency as long as a year, which is
the current |ongevity bonus program Essentially, the conmttee
woul d be faced with creating a new needs-based program avail abl e
to all who qualify under whatever criteria are established.
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9:42: 01 AM

SENATOR FRENCH said the policy choice is to enbrace this nodel
or enbrace the senior care nodel which is essentially the needs-
based program bei ng di scussed. He supports both.

SENATOR BUNDE said he has no interest in anending the bill to a
needs- based plan. He believes the reinstatement of the longevity
bonus is highly unlikely and he does not support it. He prefers

the senior care program Mving this bill forward provides false
hope. The policy statenent should clearly state that there wll
be some type of senior care, but the longevity bonus will not
reappear.

CHAIR MCGUI RE said her concern is that the senior care package
is stalled. A case has been nade that seniors need help and the
senator believes that elders in a society should be taken care
of . Discussion of what the state will do for its seniors needs
to conti nue.

9:45: 26 AM

SENATOR FRENCH said he wants to see the legislature do
something. He supports the bill nmving on to the Finance
Conmittee where discussion will continue.

SENATOR FRENCH noved to report CSSB 40(HES), from commttee with
i ndi vi dual recommendati ons and acconpanyi ng fiscal note.

SENATOR BUNDE objected. He said he believes the longevity
programis not viable, but he will support a senior care program
when it cones forward. He expects a solution at the end of the
session but this bill is not it.

9:46: 34 AM

A roll call vote was taken on the notion of passing CSSB 40( HES)
out of conmttee. Senators Geen, French, Stevens, and MGQuire
voted in favor and Senator Bunde voted against. Therefore CSSB
40(HES) and the attached fiscal notes noved from conmttee with
i ndi vi dual recommendati ons.

There being no further business to come before the commttee
Chair McCGuire adjourned the neeting at 9:47: 08 AM
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