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CHAI R JAY RAMRAS cal led the House Special Committee on Econonic

Devel opnent, International Trade and Tourism neeting to order at
5:15 p.m Representative Ranras was present at the call to
order. Representati ves Neunman and Chenault arrived as the
nmeeting was in progress. Representative Austerman was also in

at t endance.

PRESENTATI O\t THE ALASKA ALLI ANCE FOR CRUI SE TRAVEL
( ALASKAACT) .

5:16: 27 PM

CHAI R RAMRAS announced that the only order of business would be
a presentation by the Alaska Alliance for Cruise Trave
(Al askaACT) . Chair Ranras disclosed that he works in the
hospitality industry, and indicated that commttee nenbers are
cogni zant of that fact, and that [once nore nenbers arrive he
woul d be handi ng over the gavel].

5:19: 03 PM

FRED REEDER, Menber , Alaska Alliance for Cruise Travel
(Al askaACT); Port Manager, Cruise Line Agencies of Al aska,
informed the conmttee that AlaskaACT is an organization
concerned with the decline in the cruise ship volunme conmng to
the state of Al aska, and the econom c inpact thereof. He opined
that in 2008, Alaska hit the "high watermark"” for cruising and
the volunme would have stayed in the 1,100,000 range for the
future, except for the intended and unintended consequences of
the 2006 ballot initiative. As a result of that I|egislation

crui se executives were convinced to serve their stockholders
with a higher yield and return by going to other destinations.
M. Reeder enphasized that cruise line schedules are set two
years in advance, thus the effects of the ballot initiative that
became |aw 1/2007, were not felt until the fall of 2007. Li ke
other industries, <cruise lines attenpt to nmaximze revenue
wher ever possible, and he pointed out that whereas other Al aska
busi nesses are tied to the land and are unable to nove their
assets, cruise ships are noveable assets that can be noved to

"where they can make the nobst noney." M. Reeder opined
providing an environnent for businesses in the state to make a
profit is "not a dirty word." Through profit is the way

everyone can obtain a job. The decline in cruise passengers for
2010 and 2011 will result in a loss of 1,800 jobs in the visitor
i ndustry beginning this sumrer. He referred to a study by the
McDowel | Group that indicates there will be $165 mllion |ess
spent in the state, and a reduction to payrolls of $72 nmillion
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M . Reeder conpared the | osses against an estinated gain of $70
mllion from the initiative, and noted that of the revenue to
the state, much of it cannot be spent on schools, roads, or
ot her community needs. He provided a chart that showed the City
of Sitka received $1,448,765 in sales tax revenue from cruise
passengers in 2008, and sales tax revenue from crui se passengers
in 2011 is estimated to be $525, 000.

5:24:.48 PM

MR. REEDER continued to explain that the effects of this
reduction are grave for the City and Borough of Sitka. For
exanpl e, revenue fromthe initiative my be $1 mllion; however,

this revenue is tied to benefit only cruise passengers, and
cannot be used for schools, gymmasiuns, or recreation prograns.
He expressed his belief that the city is better off receiving
the sane anount of noney in sales taxes. Furthernore, if Sitka
needs cruise ship infrastructure, the cruise industry would pay
for the inprovenents that are needed. M. Reeder said the
recession is not the reason cruise ships have been redeployed to
ot her destinations, but that the revenue generated is less in
Al aska, and the ships are going to areas such as Europe, the
Baltic, and the Mediterranean. He acknow edged that cruise
conpani es should not be exenpt from paying their share, but they
should not be held to a higher standard than other business in

the state. For exanple, conmunities in the state could not
afford to neet the sane waste water regulations that are
required of the cruise industry. He said, "If it's good enough

for our communities, it ought to be good enough for the cruise
ship."

CHAIR RAMRAS noted that he was "very confortable to take
testinmony, but not to pose questions fromthe chair."”

5:29:59 PM

MR. REEDER said he was glad his testinony would be heard on
Gavel to Gavel. He indicated his concern that he is unable to
provide jobs to the youth in his community this com ng sunmer.
He concluded that Al askans need to work together for jobs in
their conmuniti es.

CHAI R RAMRAS of fered brief comments about various industries and
itens of interest in Sitka.

5:34:46 PM
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CHRI S MElER, Menber, Alaska Alliance for Cruise Travel
(Al askaACT), and Vice President, Alaska Travel Adventures,
relayed that he has been involved in the visitor industry in
Al aska for 17 years, and tourism has given his famly the
opportunity to I|ive and work in the safe and pristine
envi ronment of Al aska. He said he has serious concerns about
the future of the visitor industry, and the inpact that the
ballot initiative is having on his business and others like it.
Al aska Travel Adventures operates tours and attractions
t hroughout the state, and his experience is that the cruise
industry is inportant to comunities in Alaska for the jobs it
provi des. He opined 2006 Ballot Measure 2 threatens the
stability of the industry and the famlies it supports. In
truth, the head tax is a $50 mllion cost increase inposed on
the cruise ship industry that is already in a high operationa
cost location. Alaska is now at a conpetitive disadvantage with
ot her gl obal crui se destinations, and cruise lines are
redeploying ships to less costly destinations. M. Meier
expressed his belief that the initiative is driving business out
of Alaska; in fact, targeted taxes are not the way to inprove
Al aska's econom c situation. Furthernore, the tax is not just
on outsiders, but is affecting small businesses across the state
during an already challenging econom c environnent. He re-
stated the revenue statistics, and said that economc and job
loss will be far greater than any benefit derived from the tax
itself. Also, current estimates are that there will be between
1,800 and 2,100 fewer industry jobs this year, wth the
resulting negative inpact to each comunity. Al aska Travel
Adventures in Juneau has reduced its full-time staff fromsix to
four enployees. In addition, his office will hire approximtely
15 percent fewer seasonal staff, for a total loss of sixty
seasonal jobs statew de. H s personal experience in the
i ndustry began as a seasonal enployee, and he wondered if the
sane opportunity wll be available if the decline in the
i ndustry conti nues. M. Meier pointed out that nany |ocal
communities have becone dependent on the industry for sales tax
revenue, and warned that w thout the repeal or nodification of

the initiative, businesses and |ocal governnments wll suffer
from fewer jobs, reduced economc activity, and reduced revenue.
Because of the lapse of tinme in cruise line scheduling, he
expressed his hope that action will be taken this |egislative

session to repeal or significantly nodify Ballot Measure 2.
CHAI R RAMRAS turned the gavel over to Representative Neuman

CHAIR RAMRAS asked for the projected decline or increase in
enpl oynment for Al aska Travel Adventures.
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MR MEIER said the staffing plan presently <calls for an
approxi mate 15 percent reduction of staff statew de.

5:42:35 PM

BOB JANES, President, Gastineau Guiding Conpany, explained that
Gastineau Guiding Conpany is a |ocal eco-tour operation that has
been in business in Juneau for about 15 years. His business was
based on the tourism opportunity presented by the visitors
brought to Juneau by the cruise ships; this opportunity is also
appreciated by many other towns in Southeast, and throughout
Al aska. He assured the conmittee his enployees work hard to
provide an incredible experience for people, but his conpany
needs the cruise ships that provide "business comng to our
doors." M. Janes said his main concern is to look at the
intent of the voters when Ballot Masure 2 passed. He opi ned
the intent of the Alaska voters was not to cut back on the
nunber of visitors, or to see businesses like his reduce their
donations to non-profits because the market is shrinking.
Another result the wvoters did not intend is to see the
infrastructure shrinking rather than growing, and he |listed sone
of the inprovenments in Juneau that were based on the invol venent

of the cruise industry. He said he also does not believe that
the intent of the voters was to see the job nmarket and
opportunities for young people, dimnished. M. Janes urged

voters to contact their legislators and nake clear the intent
behi nd passing Bal |l ot Measure 2.

REPRESENTATI VE NEUMAN asked M. Janes what the intent of the
voters was.

MR. JANES responded that he feels the voters want the industry
to pay for itself. Unfortunately, he added, the $50 head tax is
excessive; in fact, it is difficult to spend that much noney on
infrastructure directly related to the cruise ship industry.
Al though elimnating the tax would be a nistake, l|eveling the
tax, and making it fair, would continue to encourage cruise |line
visitation, provide for a nore affordable experience for
visitors, and continue to bring resources into the state.

REPRESENTATI VE NEUMAN asked whether the voters understood the
ballot initiative.

MR. JANES said he did not think so, adding that he probably did
not either. Acknow edging that "it is easy to vote for a tax,"
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he re-stated that nost people did not realize "who would be
paying for it, or what the |oss mght be."

5:50:41 PM

CH P THOMA, President, Responsible Cruising in Al aska (RCA),
stated that the recession is over; in fact, Carnival Cruise
Li nes announced on 2/24/10, that it is raising ticket prices
worl dwi de by 5 percent, and in Al aska ticket prices were raised

by 21 percent. This difference was revealed when the state
purchased tickets for the Division of Wter, Departnment of
Environnental Conservation (DEC), GOcean Ranger program He

opined this increase is good because that neans that the econony
is inproving dramatically, nationally and worl dw de. M. Thoma
concluded that prices will increase, along with the increased
interest in travel to Al aska. Al so, he related that through a
Freedom of Information Act request to DEC, COcean Ranger ticket
purchases further reveal that there are three categories of
prices: basic price; taxes and fees; gratuity. The average
taxes and fees paid by a customer comng to Alaska is $140,
al though the state and |ocal taxes are $66. This discrepancy is
expl ai ned because the additional taxes and fees are going to
private vendors and private dock owners. He offered the
fol |l owi ng exanpl es: i n Skagway, taxes and fees are paid to the
Wiite Pass & Yukon Route Railway; in Wittier, they are paid to
the dock; in Seward, they are paid to the Al aska Railroad
Corporation; in Hoonah, they are paid to the dock. M. Thona
continued to explain that the average gratuity charged to each
ticket to conme to Alaska for one week is $80, and he expressed
doubt about the disbursenment of gratuities to staff. He opi ned
$80 mllion per year was being collected in gratuities, and he
encouraged further investigation into this matter.

5:54:35 PM

CHAI R RAMRAS asked M. Thoma to address the testinony from snal
busi ness people across the state about their businesses,
famlies, and livelihoods.

MR. THOVA said he believes the econony is turning around, and
that the econony wll inprove. In further response to Chair
Ranras, he said the |oss of enployees and "personal situations,
famly situations, enploynent situations, all of those are on
the nend, they will inprove in the next year or two."

CHAIR RAMRAS clarified that he was not asking about situations,
but about people and famlies.
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MR. THOVA expressed his enpathy for those who testified, and his
confidence that personal things wll inprove in the years to
cone.

5:57: 00 PM

REPRESENTATIVE NEUVAN referred to the statistics offered
regarding Sitka's loss of revenue. He offered his understanding

that the recovery will be slower than the decline. He asked
whet her the econonmy will return to the level of 2008 within four
years.

MR, THOVA stated his belief that the econony will return to the
| evel of 2008 within three years. He added that the last 25
years of the cruise ship industry in Al aska has shown a 15

percent increase alnost every year. The last few years have
shown a 5 percent increase; in fact, 2008 was the highest year,
and in 2009, volunme was flat for the first year ever. He

concluded that this is an industry that will bounce back.

REPRESENTATI VE NEUMAN observed that ticket prices could be
raised due to the increase in operating expenses, such as fuel
and a decline in ridershinp. He opined that the increase in
prices was inposed to cover base costs after ridership was down
64 percent.

MR. THOVA stated that ridership is not down; in fact, all of the
ships to Al aska are full.

There foll owed brief comments on the interpretation of nunbers.
6:01: 46 PM

ALAN LEMASTER, Operator, Copper River Salnon Charters, recalled
that three years ago he enployed three and one-half guides full-
time and four or five others, and those nunbers have declined
each year. There has al so been a marked decline in his business
as a vendor for the Copper R ver Princess WI derness Lodge of

about two-thirds. He said his overall business has declined in
the last three years to about one-third. M. LeMaster stated he
wll try to stay in business this summer with no enployees and

one conm ssi oned gui de. Furthernore, Princess Tours has cut 30
days from its schedule at the hotel, and reduced its fleet by
one ship per week. This reduction is equal to 130, 000-150, 000
guests who will not come to Al aska.
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MR. LEMASTER continued to explain that this critical problemis
based on two things: (1) there is insufficient noney to market
the state appropriately; (2) the burden nust be taken off of the
cruise ship industry so that they can bring the ships back to
Al aska. He agreed that this is the first decline in visitors to
Al aska since 1953. Now, however, there is a 20-25 percent
decline, and he asked legislators to bolster the industry by
providing funds to market Al aska tourism to the world, and by
easing the pressure on the cruise ships. M. LeMaster warned
that without these neasures, the visitor industry will shrink to
a size smaller than it was 25 years ago.

REPRESENTATI VE NEUMAN of fered his belief that the Copper Center
area is one of the nost highly advertised and popul ar areas of
the state for tourism He assuned M. LeMaster was in a good
position and well established.

MR. LEMASTER enphasized that his business is "on the ropes,
too." The Copper Center area is not in a borough thus does not
have the advantages of a borough, but does have high costs, such
as energy for transportation on the river and roads. W t hout
high volunme, his business wll not be able to continue
oper ati ng. In addition, the Copper Center area is faced with a
very poor future because the Departnent of Transportation &
Public Facilities (DOT&PF) does not have mgjor plans for work in
the area, nor does the Alyeska Pipeline Service Conpany. He
di sagreed about the visibility of the Copper Center area, and
said that his area is fourth or fifth in marketing behind other
areas of the state that have "thousands, if not mllions, of
dollars to market their area."

6: 08: 20 PM

JOE GELDHOF, Legal Counsel, Responsible Cruising in Alaska
(RCA), informed the conmittee he was the primary author of the
2006 Cruise Ship Initiative. Furthernore, he has worked on

crui se ship and associated tourismissues for at |east 10 years.
M. Celdhof opined that the industry markets its business

extrenely well, especially beginning in the 80's. Beginning in
the late 90's, issues such as taxation, consuner disclosure, and
pollution to nmarine waters coal esced. He disagreed with

statenents concerning unintended consequences, and pointed out
that the initiative was based on polling and w despread citizen
di scussi on. In addition, the initiative was in response to the
| egislature's failure to act on the $50 tax passed by the Senate
in 2000. He opined the Senate arrived at the $50 price point
after deliberation and considered analysis. M. Celdhof also
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di sagreed with the suggestion that voters did not understand the
initiative; in fact, there was a very vigorous debate and di al og
surrounding the initiative.

MR. CGELDHOF recalled that the initiative has been amended four
times by the legislature, with the cooperation of RCA and others
who are represented today. M. GCel dhof remarked:

peopl e stepped up and worked with you and vyour
col | eagues to get adjustnents changed. My point is,
this wasn't sone unintended thing that |urched out of
the back of the Red Dog Sal oon and was popped on the
industry and has been this grossly unfair piece of
| egi sl ation. It basically is working; it's providing
the Alaska Legislature with the resources financial to
build the | arge Pananax docks that we need.

MR. GELDHOF continued to explain that two |arge Panamax docks
are needed in Juneau, and Ketchikan and the other ports need

them al so. Furthernore, during negotiations on the four
anmendnents, in 2009 there was discussion about reducing the
anount of the tax; however , he said he was told by
representatives that the industry preferred to pursue politica
avenues and litigation strategies. He pointed out that there

has been a attenpt to determ ne what the capital needs are in
ternms of wharves and infrastructure. He conpared the situation

of the local tourism industry with that of the oil and gas
i ndustry.
6: 15: 08 PM

MR. GELDHOF expressed his synpathy toward those whose busi nesses
have a need for marketing; in fact, he has advocated for funding

for marketing aimed at independent tourists. In response to a
guestion from Chair Ranras, he agreed that taxes can change
behavi or. M. Geldhof enphasized that there have Dbeen

adj ustments, and a sense of enpathy, synpathy, and cooperation
from Al askans who may approach this issue from different

Vi ewpoi nt s. However, soneone nust determine a fair and
equitable user fee that allows the state to capitalize the
necessary cruise ship infrastructure for ports. He concl uded

that this is a question of policy and commbn sense.
6:17: 50 PM

CAROL FRASER, Regional Director for Sales and Marketing, ARAMARK
Parks and Destinations, informed the commttee ARAMARK is the
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concessionaire for Denali and d acier Bay National Parks. MVs.
Fraser noted that she previously owed a hotel chain with over
100 enployees and is very famliar with the tourism industry.
She agreed that the following statenments are true: ships com ng

to Alaska are full; the 2006 Ballot Measure did not affect the
2007 or 2008 tourism season; the cruise industry is very
successful at marketing. However, to fill the ships comng to

Al aska, the industry is marketing seven-day cruises to Al aska
for $399. She opined the passengers "that were very conscious
of the value of the dollar” are unlikely to take helicopter
flights. Ms. Fraser said the cruise line industry is very
healthy worldwi de; in fact, 24 new ships are being built, but
none of those are slated to come to Al aska. She observed that
in cities that are conpeting for cruise ship visits, such as St.
Kitts and Bernuda, taxes are being lowered or elininated, and
free services are offered. She noted that the cruise lines are
maki ng smart business decisions that would be supported by any
busi ness person.

M5. FRASER continued to explain that the decision process for
cruise lines is a 3-5 year process, thus the itinerary for 2010
will be the first affected by the change, and she estinated that
142,000 passengers will not be comng to Al aska. Furt her nore

because 27 percent of cruise line passengers return to the state
within three years, the result wll be "an even worse econony."
Again referring to marketing, she stated that the industry
spends $75 million per year marketing Al aska. The Al aska Trave

| ndustry Association (ATIA), the state marketing entity, has a
very small budget, and out-of-state TV advertising is not
sponsored by the state, but by the cruise ship industry.
Therefore, her business relies on that advertising, as do other
touri sm busi nesses. She offered her understanding that along
with the renoval of ships and advertising, the cruise industry
can influence travel agencies to discontinue marketing Al aska as
a destination.

M5. FRASER advi sed that 1,800 Al aska tourism enployees will |ose
j obs because of the loss of cruise ship passengers. She
concluded that it is necessary to have a reduction in the head
tax; in truth, without a change in regulations, Al aska wll not

recover, even if the econony goes through the roof.
6: 23: 54 PM
REPRESENTATI VE NEUVAN assunmed that those who are going on

cruises now do not have the sane |evel of expendable inconme as
bef or e.
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M5. FRASER concurred, adding that in Denali National Park the
i ncone fromfood, beverages, and retail shops was down.

6: 25: 12 PM

TYLER HI CKMAN, Vice President-QOperations, Ilcy Strait Point,
explained that Icy Strait Point is owed by Huna Totem
Corporation and is a conpletely private investnent. Huna Tot em
Corporation made a substantial investnment to get a private
cruise ship port "off the ground and running." It began
operation in 2004, however, since 2007 there has been a sharp
decline in business. Enpl oyment in 2007 was over 130 peopl e,
but this year and | ast year enploynent is about 100 people. The
reduction in cruise ship guests is about 50,000 per year, and
the inpact is huge because taxes from the ballot initiative
bypass Icy Strait Point, and are paid to the city of Hoonah.
M. H ckman questioned the comrents nade about the gratuities
collected by the cruise lines, and equated the comments wth

"denoni zing the cruise lines." M. Hckman said it is the
responsibility of Alaska to incentivize the cruise lines so they
will bring people to Al aska. In response to Chair Ranras, he

said his conpany enploys 100 seasonal workers that are 80
percent Native hire, and 90 percent local hire. Al so, he noted
that his business provides 25 percent of the payroll in Hoonah

in fact, there are very few jobs in Hoonah. M. Hi ckman said
that the inposition of additional taxes stops business.

6:29:44 PM

MR, CGELDHOF, in response to a question, provided information
about the nenbership in Responsible Cruising in Al aska.

MR THOVA, in response to a question, provided further
i nformati on about Responsible Cruising in Al aska.

REPRESENTATI VE NEUVAN cl osed public testinony.

6: 33: 20 PM

CHAI R RAMRAS t hanked those in attendance.

REPRESENTATI VE NEUMAN nentioned that he heard comrents from
those in his district regarding the econony and the effect of
the ballot initiative; in fact, there is a possibility that the

impact will be felt even in Witehorse, British Colunbia,
Canada.
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6: 35: 25 PM
ADJ OURNMENT
There being no further business before the commttee, the House

Special Conmittee on Econom c Devel opnent, International Trade
and Tourism neeting was adjourned at 6:35 p.m
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