SENATE FI NANCE COWM TTEE
January 24, 2017
9:02 a.m

9:02:38 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:02 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Anna MacKi nnon, Co-Chair
Senator Cick Bishop, Vice-Chair
Senat or M ke Dunl eavy

Senator Peter M cciche

Senat or Donny O son

Senat or Nat asha von | mhof

VEMBERS ABSENT

None

ALSO PRESENT

Senator Ma Costello; Sarah Leonard, President and CEQ
Al aska Travel Industry Association; John Lanbeth, President
and Chi ef Executive Oficer, ClVITAS.

SUMVARY

APRESENTATI ON: | NTENT LANGUAGE FUNDI NG PLAN
ALASKA TRAVEL | NDUSTRY ASSOCI ATl ON

9:03:12 AM

[ Senator Costello was invited to join the conmttee at the
Senat e Fi nance tabl e.]

SARAH LEONARD, PRESI DENT AND CEO ALASKA TRAVEL | NDUSTRY
ASSOCI ATI ON, i ntroduced herself.

JOHN LAMBETH, PRESI DENT AND CH EF EXECUTIVE OFFI CER,
Cl VI TAS i nt roduced hi msel f. He detail ed t hat hi s



organi zation specialized in working with destinations on
touri sm pronotion funding.

COLLEEN STEPHENS, STAN STEPHENS GLACIER & W LDLI FE CRUlI SES
AND GOVERNMENT RELATI ONS CO- CHAI R, ATI A introduced herself.

Ms. Leonard discussed the presentation "A sustainable
solution for Alaska destination marketing funding: A
tourism inprovenent district nodel" (copy on file). She
thanked the <conmttee for the opportunity to share
i nformati on about tourism inprovenent districts (TIDs). She
t hanked Senator Costello for participation on the Al aska
Tourism Marketing Board (ATMB), and for being a supporter
of the tourismindustry.

Ms. Leonard recounted that the tourismindustry had cone to
Juneau many tines previously seeking the state's investnent
in tourism nmarketing. She recognized the fiscal environnment
the state was faced with. She stated that she would review
ATI A's marketing program before her coll eague woul d provide
details of the TID nodel.

9:05: 25 AM

Ms. Leonard di scussed slide 2:

The intent |anguage found in House Bill 256, the FY17

operating budget, Sec. 1, pg. 6, lines 18-23 is as
fol | ows:
“Tourism Marketing & Developnent — It is the intent of

the Legislature that the Tourism WMarketing Board
develop a plan to phase out reliance on unrestricted
general funds for marketing, noving towards a self
sust ai ni ng program funded by i ndustry to be
i npl emented in the FY18 budget..”

M. Leonard recounted that during the previous |egislative
session and following the governor's vetoes, tourism
marketing funding from the state was reduced from $4.5
milion to $1.5 mllion.

Ms. Leonard showed slide 3, "Alaska tourism narketing
budget in mllions,” which showed a bar graph. She wanted
to share the TID nodel, which she hoped could be a
partnership with the legislature and admnistration. She
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pointed out the decline in tourism marketing dollars as
shown on the slide.

Co- Chair MacKi nnon asked about the reduction of tourism
dollars spent, and if the graph represented the state's
investnment in tourismdollars spent.

Ms. Leonard affirnmed that the graph represented a decline
in the state's investnent in tourismmarketing dollars.

Co-Chair MacKi nnon asked if M. Leonard had data to show
overall investnent in tourism dollars. She wondered about
i nvesting and advertising i ndependent of the state.

Ms. Leonard stated that ATIA could go to industry partners
and determne where other i ndustry businesses were
investing their own marketing dollars in the state. She
expl ained that some information was proprietary, but ATIA
worked <closely wth all sectors of the industry on
anecdotal information.

Ms. Leonard presented slide 4, "Economc Inpacts.” She
described that the 'circle of benefits' graphic shown on
the slide illustrated why her industry believed that

tourism marketing investnment worked at the statew de |evel.
She thought that with smart past investnments, industry was
attracting mllions of visitors to the state that were
spending alnost $2 billion wth local businesses. She
hi ghl i ghted business growh and added jobs as results of a
successful visitor industry. She enphasized that visitor
spendi ng generated revenue through various taxes and fees,
whi ch supported | ocal and borough budgets. The slide showed
$83 mllion in visitor fees to city/borough budgets, and
$105 million in visitor fees to the state budget. The slide
hi ghl i ghted over $4.17 billion in econonic activity for the
state.

Ms. Leonard reviewed slide 5, "Visitor Spending by Sector,™
whi ch showed a nodified pie chart. She indicated that the
tourism sector was spending dollars consistently wth
different activities such as transportation, food and
beverage, and food and souvenirs. She highlighted that
there were nmany businesses that benefitted from visitor
spendi ng.

9:08:49 AM
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Ms. Leonard discussed slide 6, "Budget Conparisons," which

showed a bar graph entitled '"State Tourism Budget
Conpared.' She noted that the $1.5 nillion appropriation
for the current fiscal year and the $3 mllion in the

capital budget were significant declines from years past,
when marketing funding levels had reached in to the $10
mllion range and upward. She pointed out that the bar
graph showed Alaska's funding fell well below states such
as Arizona, Virginia, Arkansas as well as destinations in
Canada. She relayed that along with conpeting on a nationa
scal e; Alaska also conpeted on an international scale as a
| ong- haul , exotic, and safe destination.

Ms. Leonard asserted that it took a couple of years for
mar keting strategies to bring returns and realize economc
i npacts. She feared that wth Iless statewi de marketing
dollars there would be an inpact of fewer visitor nunbers,
| ess spending, and |ess econonmic inpact. She thought the
negative inpacts woul d be discernable in 2018 and beyond.

Vice-Chair Bishop referred to slide 6, and asked if M.
Leonard could provide the total revenue generated in other
states in order to make a conparison of state investnent
dol l ars versus total revenue.

Ms. Leonard did not have the requested information, but
offered to provide the data at a | ater date.

Co-Chair Hoffrman asked if it was possible to see the chart
on slide 6 on a per capita basis by state.

Ms. Leonard agreed to provide the information.

Senator Costello understood that it was the first tine the
state would not have a vacation planner to send out to
i ndi vidual s planning trips to Al aska. She asked Ms. Leonard
if ATIA was experiencing a downturn in the nunber of
visitors to the state because of the l|lack of the planner.
She asked Ms. Leonard to comment on whether other states
were facing the same funding predicanent and |ack of
pl anner .

Ms. Leonard relayed that for the first time in 40 years,
ATIA was unable to produce a 'collateral piece travel
pl anner. She continued that alnost every other state had
printed such collateral pieces that were distributed to
potential visitors. Sonme states had nultiple publications
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advertising different regions or niche markets of the
state. She found that the main state vacation planner was a
great tool to provide potential visitors and get them to
choose Al aska over other destinations.

9:12: 05 AM

Senator von |Inhof referenced slide 6, and asked if M.
Leonard was aware of the budget sources of other states
listed on the slide. She acknow edged Ms. Leonard's earlier
cooment that it was difficult to capture what private
i ndustry was paying. She wondered if the anmounts listed
were all state funded or co-mngled with private industry.
She wondered how Al aska spent its tourism marketing funds
as conpared to other states. She wondered about the return
on invested funds in other states as conpared to Al aska.

Ms. Leonard agreed to provide nore information, and
deferred to M. Lanbeth. She noted that different states
had different revenue that supported its marketing
progranms, nmuch of which was state funded. She pointed out
that in the past, Al aska had used nmarketing strategies that
other states had also used. She thought there was
significant value in having a printed piece as well as
tel evi si on marketing.

M. Lanbeth elaborated that there were several different
funding nodels represented on the slide. He furthered that
nost of the funds shown were state efforts, and nobst was
General Fund (GF) noney. Some of the noney came from TI Ds,
which he would discuss later in the presentation. Three
states wused funds from a sales tax increnment financing
mechanism and sone states had a co-op program He
reiterated that the slide represented what the state
organi zation had to market its state in each area.

Senator M cciche expressed a desire to see all 50 states
represented on the graph on slide 6, as well as percentage
of overall Unrestricted General Fund (UGF) spend. He stated
he was a supporter of tourism nmarketing, but thought the
slide only represented part of the picture.

Ms. Leonard agreed to update the slide.

Co- Chair MacKi nnon recalled sone | anguage change regarding
authority to spend receipts, and asked M. Leonard to
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comment on how the changes were incorporated into the plan
bei ng present ed.

Ms. Leonard recounted that the |legislature had supported
| anguage for the industry to be able to re-invest funds
coll ected through program sales. The |anguage had all owed
partners at the Departnent of Comerce, Comunity and
Econom ¢ Devel opnment (DCCED) to capture the sales. She
continued that ATIA currently had a grant with DCCED to be
able to receive the funding and continue to reinvest it
into the program

9:16: 20 AM

Co- Chair MacKi nnon asked about the choice not to print the
pl anner, and asked if the publication was available
el ectronically. She wondered if other states were naking
t he sane choi ce.

Ms. Leonard expressed that ATIA had tried to use its
avai lable funds nost efficiently. She noted that the
pl anner was available digitally on the consuner website. In
the past the planner was printed and produced, and had
resources available to market the publication and get it
into the hands of consuners.

Co- Chair MacKi nnon wondered if there were taxes or specia
revenue streans from the other states listed on slide 6
that were different from Al aska. She referred to the
vehicle rental tax (VRT) which helped provide funding to
advertise Alaska as a destination. She wondered if other
states were using such a tax or other broad-based taxes for
touri sm marketing use.

M. Lanbeth answered in the affirmative, and stated that
vehicle rental taxes were inportant to tourism marketing
progranms, and was a key part of the tourism econony. O her
states had different kinds of Ilevies, such as TIDs or
levies on lodging. He offered to provide nore information
pertaini ng what revenue sources in other states.

Co- Chair MacKi nnon noted that sonme of her questions were in
the context of enabling the public to understand the work
of ATIA and its associated organi zations. She rem nded the
testifiers that the state was in difficult financial tines,
and that the committee was |ooking closely at the best use
of funds. She nanmed public safety as an inportant priority
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of the state. She expressed appreciation for the proposa
bei ng present ed.

Senator M cciche referenced the states of Wshington and
Oregon, and the price of car rentals that included added
taxes for pronotion funding. He thought Al askans were not
accustomed to such high taxes which in some cases could
hel p promote industries that resulted in indirect dollars
to the G-. He considered that nost of such taxes would be
paid by out of state residents. He thought it was inportant
for Alaskans to consider when paying for things that went
toward supporting the tourist industry in other states.

9: 20: 59 AM

Ms. Leonard showed slide 7, "lInternational Marketing":

No | onger have:

* Representation offices
Trade training

Public rel ations

Trade shows

Sal es m ssions

Airline devel opnent
Forei gn | anguage pl anners

Ms. Leonard detailed that ATIA had to shut down all its
overseas offices. She specified that it represented not
being able to attract 10 percent of visitors which nornally
canme frominternational markets.

MVs. Leonard pr esent ed slide 8, whi ch showed an
advertisenent. She noted that ATIA s national advertising
program had been elimnated, along with television cable
ads.

Ms. Leonard showed slide 9, which displayed an image of the
Al aska vacation pl anner . She reiterated t hat t he
association had no vacation planner for the first time in
40 years.

Senator M cciche asked about the cost of printing and
di stribution of the publication.

Ms. Stephens estimated that the previous year's publication

cost $3.5 mllion including printing, distribution, and
adverti si ng.
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Senator Mcciche asked iif a thinner publication was
possible by covering nore of the revenue through
advertisenents.

Ms. Stephens stated that ATMB had considered all the
possibilities and decided that the limted funds avail abl e
woul d be focused on a digital presence and online outreach.

9:24: 06 AM

Ms. Leonard discussed slide 10, and stated that ATIA was
using funds to maintain a basic program focused on digita
medi a strategies, public relations, and a core travel-trade
program

Ms. Leonard showed slide 11, "What |f?":

In 1993, Col orado repeal ed tourismfunding
Wthin 2 vyears, lost 30% of its US. wvisitor
mar ket share

During a recession, Mchigan doubled state tourism
mar ket i ng fundi ng
From 2006-2014, “Pure M chigan” generated $6.6
billion in visitor spending

Ms. Leonard wanted to discuss conversations the industry
had around statewide tourism narketing and the effect of
el i mnated funding.

Ms. Leonard presented slide 12, "Wat [f":

In 2010, Connecti cut elimnated entire tourism
mar ket i ng budget
Travel -related tax revenue growmh slowed to half
t he pace during slow economc tines of 2009-2010

In 2011, Washington shut down tourismoffice
Saw conpeting states increase tourism pronotion
budget and capture increased visitor spending

Co- Chair WMacKi nnon asked about the reference to the sl owed
grom h of tax revenue in Connecticut.
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Ms. Leonard expl ai ned that Connecticut visitor nunbers were
the sanme or nmay have increased, however the rate of growh
had sl owed.

Co- Chair Hof f man asked about the reaction of the Wshington
State Legislature after it had observed the market decline.
He wondered if the program had been reinstituted.

M. Lanbeth stated that the Washington State Legislature
had not taken action, but there was proposed |egislation
that utilized part of the existing sales tax revenue for
tourism pronotion. The legislation required an industry
fundi ng mat ch.

Co- Chair Hof fman asked what budget was associated with the
tourismoffice in Washi ngton

Ms. Leonard agreed to provide the details on the anount of
funds that were elimnated at a |ater date. She thought the
state of Washington currently had a $1 nillion budget.

Co- Chair MacKi nnon discussed the nmarket downturn in 2007
and 2008, and considered that the slides reflected sone of
the reaction to the market. She observed that Al aska had
continued to invest during that tinme franme, and was now
facing its own recession.

Ms. Leonard thought that the economc benefits that were
seen were due to healthy investnents in marketing that the
| egislature and the adm nistration had made in the previous
2 to 4 years. She conveyed that marketing strategies did
not show adverse effects from reductions till years later.
She commented on the unique nature of the state, reiterated
that the state was seeing benefits of the investnent that
had been nade in the state's marketing efforts.

9:28: 51 AM

Senator Dunleavy asked if it could be assuned that the
industry did not replace the funds reduced in the states
cited in the exanples on the slides.

Ms. Leonard answered in the negative, and thought that
tourism marketing entities were working with |egislative
| eaders on how to fund sustainable tourism marketing. She
wanted to discuss the nodel of TIDs, which relied on
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industry to partner wth government funding to support
st at ewi de destination marketing prograns.

Ms. Leonard reviewed slide 13, "Wat If,":
Pennsyl vania’ s tourism funding declined 77% from 2008-
2015
Projected loss of $600 nmillion in state and | ocal
tax revenue that travel ers woul d have generated

In 2013, San Diego held off on tourism pronotion

f undi ng
$560 mllion in lost visitor spending and $24
mllion in reduced tax revenues

Ms. Leonard indicated that the Cty of San D ego had
eventual ly all ocated the funds nentioned in the slide.

Ms. Leonard showed slide 14:

* Broad based, reaches different industry sectors
e Visitor activity vs inpacts to Al askans
A mx of current and new revenue

Ms. Leonard shared that the ATIA Board of Directors held
several neetings since the previous March to research and
di scuss different revenue options while working on the
| egi sl ati ve mandate. The bullets on the slide were guiding
principles for the <conversations. She noted that the
conversations had gravitated toward TIDs, which occurred in
many jurisdictions in the United States, at |ocal regiona
| evel s and at the statewi de level in California.

M. Lanbeth showed slide 16

Supporting 1 in 9 US. jobs and contributing $2.1T to
our econony

The travel and tourism industry fuels economc growh

in the U S.
M. Lanbeth cited $158 billion in total tax revenue from
tourism wth over $100 million generated in Al aska.
9:32: 09 AM
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M. Lanbeth reviewed slide 17, "The Future is Built with
Travel Pronotion.":

Travel Pronotion's Virtuous Cycle

1. Invest in Travel Marketing and Pronotion
2. Create Denmand

3. Generate Visitor Spending

4. Spur New Jobs and Tax Revenues

M. Lambeth turned to slide 18, "The Vital Rol e of
Destination Pronotion."

CHALLENGE

1

The primary notivator of a trip is usually the

experience of a destination, beyond a single business

SCLUTI ON:

DESTI NATI ON PROMOTI ON

Articulates the brand nessage that is consistent with
consuner notivations

CHALLENGE

2.

Effective marketing requires scale to reach

potential visitors

SOLUTI ON:

DESTI NATI ON PROMOTI ON

Pool s sustained resources to provide the econon es of
scale and marketing infrastructure required to
gener at e i npact

M. Lanbeth discussed destination pronotion and inforned
that individual businesses spent significant resources on
mar ket i ng because it was inportant for returns.

M. Lanbeth di scussed slide 19, "Wiat is a TID?"

1

2.

TIDs are an evolution of the traditional

Speci al Assessnent District concept

Speci al Assessnent Districts ( BI Ds) assess
property owners in a specific geographic area to
provi de addi ti onal desired services and
i mprovenent s

. TIDs assess tourismrelated businesses to provide

addi tional pronotion and marketing activities
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M. Lanbeth showed slide 20, "How it Wbrks":
Hotel s & other tourism busi nesses pay an assessnent...
Col l ected by the state governnent...
And managed by the DMO.

9:34: 00 AM

M. Lanbeth displayed slide 21, "History of TIDs":

1. The TID concept began in 1989 in Wst Holl ywood,
California

2. Iln the last decade TIDs have experienced rapid
expansion with over 160 TIDs in 11 states

3. TIDs are raising over $300 nmillion per year to
pay for destination pronotion activities

M. Lanmbet h revi ewed slide 22, "Nat i onal District
Statistics." He informed that the smallest TID raised
$30, 000 per year, and the largest raised $120 nillion.

M. Lanbeth discussed slide 23, "Case Study: Visit
California."

4x - The statewide TID has been approved to continue
by assessed busi nesses four tinmes since 1997

Over the last three years, California noved from 28th
to 2nd anong state tourism nmarketing budgets

California has achieved overwhel m ng success wthout
the need to raise taxes or appropriate any noney from
the state’s general fund

M. Lanbeth showed slide 24, "Approach to New Proposed
Legi sl ation":

1. Modeled after the Al aska Seafood Marketing
Institute statute

2. Wilized the best concepts in laws from other
states

3. Customzed to the unique Alaska travel and
tourismindustry
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M. Lanbeth praised the Al aska tourism industry, noting
that it had worked hard over the previous year to develop a
plan. He stated that the tourism industry wanted to do a
TID, and was looking to the state for a partnership. He
di scussed budget requests and legislative decisions. He
di scussed the possibility of dedicating the VRT revenue to
touri sm pronoti on.

Ms. Stephens discussed slide 25, "How Miuch Could Industry
Cenerate?" Based on a 1 % Assessnent as Exanple."” She noted
that she was a small business owner in Valdez that enployed
5 full-time enployees and 30 seasonal enployees. She
all eged that small businesses would feel the inpact of a
di m ni shed marketing budget. She highlighted the table on
the slide; which looked at a 1 percent assessment on
acconmodations, tours, and attractions. The estimte would
bring in approximately $7.5 mllion of new revenue for
tourism marketing funding. In conmbination with the VRT, the
new revenues would create a $17.2 mllion budget. She
detailed that a budget of $17.2 million had created success
in the past.

9:38: 44 AM

Senator M cciche discussed a $50 head tax on the cruise
i ndustry, and thought that the tourismindustry had opposed
the tax. He wondered if the funding could have been a
resource such as was being presented on the slide.

Ms. Stephens relayed that there were federal regulations
that dictated how taxes on interstate commerce could be
spent, which did not allow for spending on nmarketing. She
asserted that all aspects of travelers could be reached to
hel p support the marketing program with the TID approach

i ncl udi ng i ndependent travelers and cruise travel ers.

Senator Costello referred to the $17.2 mllion listed on
slide 25, which would allow ATIA to go back to a
conprehensi ve marketing strategy that had been used in the
past. She understood that the past narketing strategy had
included the vacation planner in which individual
busi nesses could purchase advertising. She did not see
associ ated revenues and reinvestnment as a conponent of the
funding on slide 25. She added that she thought it was
inportant to wunderstand the denographics of travelers
comng to the state.
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Ms. Stephens referred to research that indicated that the
pl anner was used by a w de denographic, and was used for
nore than one year. She had found through research that
travel ers did want a physical copy of a planner, regardl ess
of denographic. She confirned that the main denographic for
Al aska summer visitors remained in the 60's age range. She
noted that the denbgraphic was beconmng younger, nore
international, and nore nulti-generational. Considering new
nunbers allowed for adaptation of the marketing program

9:42: 59 AM

Senator Costello asked if businesses would still be able to
purchase advertisenents in the printed travel planner, and
if the revenues were included in the new program

Ms. Stephens answered in the affirmative, and noted that
the current plan included revenues com ng from cooperative
progranms. She shared that the industry contributions were
close to $3 mllion when the budget had previously been at
the sane | evel as what was proposed on the slide.

Senat or von |mhof expressed appreciation for the effort
undertaken in developing the ©presentation. She was
supportive of extending economc opportunities in the
state. She thought tourism was growing and had a |ot of
potential. She thought it would have been hel pful to review
a visitor analysis to observe <changes over tine.
Additionally, she expressed interest in seeing information
on existing bed taxes at a statewde and nunicipality
| evel, how the funds were being used, and how it m ght
conpare to other states. She referred to a proposed
additional bed tax in Anchorage to fund police.

Ms. Leonard stressed that the TID proposal referred to an
assessnent versus a bed tax. She agreed to provide the
requested information, which the state already coll ected.
She noted that taxes supported general services, while the
TID proposal asked industry to assess thenselves to be
all ocated for tourism pronotion. She continued that ATIA
was comrunicating with parties in Anchorage to ascertain
how the proposed bed tax mght inpact a statewide TID
nodel .

9:46: 41 AM
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Co- Chair Hof fman asked which conponents of the proposed
pl an woul d require |egislation.

Ms. Leonard expressed that ATIA was |ooking for guidance
and support for potential legislation to create a statew de
TID, where the assessments would be included in the
| anguage.

Co-Chair Hoffrman asked if the association had any proposed
| egislation to offer.

Ms. Leonard related that ATIA was in the process of
drafting legislation, and woul d appreciate the guidance and
support of the Ilegislature to nove forward wth the
concept .

Co-Chair Hoffrman suggested that the commttee could not
give outright approval, and enphasized the need for the
public | egislative process.

M. Lanbeth stated that the process had been started to
identify all the elenments to include in proposed
legislation. He indicated that the stakeholders had been
hoping for early feedback, and would soon have |egislation
ready to be consi dered.

Senator Dunleavy asked for clarification of the state's
role in the collection of the contributions fromindustry.

M. Lanbeth stated that normally the entity would collect
contributions. The state would approve the nechanism the
i ndustry would design the program and vote on it, and
typically the industry would be responsible for nmaking sure
that col |l ections happened.

Senator Dunleavy asked if the state would nerely collect
what was given, and use the funds for helping with the
mar ket i ng program f undi ng.

M. Lanbeth relayed that the process varied from state to
state; in sone states the industry was on the front I|ines
of <collection, and in other places the state had a
department doing collection. Normally, states that did the
collection of assessnents would ook for reinbursenent of
associ ated costs.
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Senator Dunleavy asked what nodel that M. Lanbet h
envi sioned for the collection of contributions.

Ms. Leonard had received industry feedback that favored a
partnership; wth revenue collected by the state and the
program managed by the industry.

9: 50: 59 AM

Senator O son was supportive of the idea being presented.
He recalled that eight years previously, when the state was
in deficit spending, there was a significant hotel tax put
in place. He discussed the effects on residents after the
tax was intended to target visitor spending. He wondered
how the TID nodel would affect residents throughout the
state who would rent cars, rent hotel roonms, or do other
activities related to tourism

M. Lanbeth discussed other states which had inposed taxes
that effected all people, whether they were residents or
travel ers. He thought public education was inportant. He
enphasi zed that the program was designed to increase out-
of -state visitors and drive econom c activity.

Co-Chair Hoffman inquired about the first footnote on slide
25:

"Estimates are based on spending by non-Al aska
residents ONLY, not spending by Al askans traveling in-
state"”

Ms. Leonard indicated that the intent had been to project
nunbers to build an exanple of a 1 percent assessnent. She
| ooked forward to working with the |egislature on fleshing
out the details of the proposal. She did not know of a
solution for having less or no inpact on residents who
travell ed the state.

Senator Dunleavy stated that associated funds would be
desi gnated and would still be going to the G-

Co- Chair MacKi nnon under stood the sane.

9:54: 39 AM

Senator Mcciche referred to the inportance of the visitor
industry on the Kenai Peninsula. He thought that ATIA had
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done a good job on w nter destination pronotion. He thought
that an interesting coment had been nmade on interstate
comerce. He suggested that it would be possible to do a
di scount of 5 or 10 percent for Alaska residents as part of
t he canpaign, which would not conpromse the interstate
commerce issue. He recounted working on the budget for the
Department of Transportation and Public Facilities, and
t hought the visitor nunbers were heavily influenced by the
cost of refined fuels. He observed the phenonenon on the
Al aska Marine H ghway receipts, as well as visitor nunbers.
He thought there was a direct correlation.

Ms. Leonard discussed fuel prices and increased road
traffic to the state. She thought it was possible to see
economc results at the statewide level, and thought
external factors were always at play in the nmarketplace.
She thought it was possible to prove the econom c benefits
of a healthy tourismindustry because of tourism pronotion.

9:58: 07 AM

M. Lanbeth indicated that many prograns tried to protect
and grow market share. There were many things that affected
travel and tourism including the overall econony and fue
prices. He referred to locations that had | ost destination
mar keting, which had studies conducted after the fact to
show | ost nmarket share. He thought the industry wanted to
make sure the tourism industry was thriving into the
future, and an inportant part was significant funding going
toward destination marketing efforts.

Senator Mcciche clarified that he was not advocating for
or against a tax. He thought that if the self-assessnent
went forward, travelers were not dissuaded from visiting
because of an additional percentage point or two on the
dollar to help provide the funding. He suggested the
consideration of a residential discount if the plan went
forward

Senat or Dunleavy considered it was a good exercise to
review the inpacts on Alaskans. He noted that the body
woul d be concurrently discussing massive direct inpacts to
Al askans through potential revenue enhancenents of a much
greater magnitude.

10: 00: 52 AM
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Co-Chair MacKinnon conmented that the reason ATIA was
before the conmttee was that the previous session, there
was intent |anguage directing the industry to cone back
Wi th sel f - fundi ng i deas and reduce dependency on
Undesi gnated General Funds. The idea being presented would
tax the industry itself, and also inpact Al askans. She
thought it was up to industry to discuss the economc
benefit of a healthy tourismindustry. She remarked that an
expectation of $9.5 mllion of G- funds was probably
unreal i stic.

Co- Chair MacKi nnon continued, and nentioned the proposed
i ndustry/state partnership including the VRT. She referred
to a debate on adding the word "may" to designate a revenue
stream to tourism She referred to conments by Senator
Costello and Senator von |Inhoff pertaining to tourism
denogr aphi cs. She thought the commttee would be interested
to see who would serve on the board to allocate the funds.
She thought |anguage pertaining to matching funds would be
nore effective than the entire anmount of the VRT.

Co-Chair MacKinnon relayed that the conmttee would be
heavily scrutinizing any spending on forthcomng fiscal
not es. She nentioned ongoing discussions in the |egislature
t hat considered taxation of Al askans.

10: 06: 03 AM

Senat or Costello thanked the comrittee for allowing her to
be present at the table for her position as chair of the
Senate Labor and Commerce Committee. She referred to
| egislative hearings wth economsts, who agreed that
certainty was needed. She acknow edged that the state was
having trying fiscal tines, and thought it was inportant to
| ook at diversification, including travel. She appreciated
comments related to how the proposal would affect Al askans.
She noted that it was the first tine that the industry had
conme to the legislature with a proposal of self-assessnent.
She thought there would be an issue with the use of the
VRT, but appl auded the proposal.

Co- Chair MacKi nnon thanked Senator Costello for attending
and prioritizing the conversation.

Senator Dunl eavy praised Co-Chair MacKinnon's directness.

He echoed Senator Costello's coments and expressed
appreciation for the industry developing a plan and
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considering the fiscal climte in the state. He thanked
ATI A for having a sol utions-based approach, and thought Co-
Chai r MacKi nnon had gi ven good advi ce.

Senator Mcciche referred to the fuel cost issue, and
agr eed t hat tourism di versified Al aska's econony
significantly. He thought there was a direct relationship
to diversification. He recounted that nost industries had
not been supportive of self-assessnents. He referred to the
commercial fisheries industry, which was |ooking at simlar
sel f-assessnents to help contribute towards what they used
in state resources. He expressed appreciation for industry-
| ed suggestions. He thought the state would experience the
sane budget struggles for a few nore years.

Ms. Leonard reiterated her thanks to the committee, and
| ooked forward to working with nmenbers on |egislation. The
i ndustry viewed the proposal as a hopeful partnership with
the |l egislature and the adm ni stration.

Co- Chair MacKi nnon discussed the agenda for the follow ng
day.

#
ADJ QURNVENT
10: 12: 28 AM

The neeting was adjourned at 10:12 a.m
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