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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 341
1994 LEGISLATIVE SESSION

Revision Oate: 3/9/94 Department Affected:  Commerce and Econormic Developent
Title: Extending the termination date for BRU: Division of Tourism

the Alaska Tourism Marketing Council Component: Alaska Tourism Marketing Council
Sponsor Senate Labor and Commerce
Reguestor: Senate l.abor and rnmmprrp COMPONENT SERIAL NO.
BExpenditures/Revenues:
OPERATING EXPENDITURES Fy %5 FY % Fy 97 Fy 98 FY 29 FY00
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPVENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MSCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 | 0 0 0
CAPITAL EXPENDITURES 0 0 0 0 0 0
CHANGE INREVENUES () 0 0 0 0 0 0
FUND SOURCE
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Meich 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GHProgram Receipts 0 0 0 0 0 0
1006 GHVHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current year (FY 94) coet: J 0
POSITIONS
RULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page Hnecessary.)
* The funds for the Alaska Tourism Marketing Council are in the Governor's FY 95
operating budget.

Preparedby: uanay Mulder e Phone:— A65-2500
Division: Deptl of CommfefCgrafld » Eabriamic DB#velopment Dete:

Approved by Commissioner  Paul Fuhs ?/C
Agency: Commerce and Economic Daﬁlfoment_l.l Dete: >/ 1/77

PREPARER TO PROVIM ALL OISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFHCE
For further distribution information cai the Govemor's Legislative Office
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CS FOR SENATE BILL NO. 341 (REST

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered: 4019//A
Referred: Finance

Sponsor(s):  SENATE LABOR AND COMMERCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to the Alaska Tourism Marketing Council; and providing for

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

* Section 1. AS 44.33.705(b) is amended to read:

(b) If the commissioner determines that it is in the best interests of the state
to promote the state as a destination through the cooperative marketing program, the
commissioner shall contract with a single qualified trade association to jointly manage
the council if the trade association agrees that, before the end of each fiscal year that
the contract covers, the association will contribute at least 25 [15] percent of the total
operating expenses of the council for that fiscal year. The term of a contract under
this section may not exceed two years.

* Sec. 2. AS 44.66.010(a)(15) is amended to read:
(15) Alaska Tourism Marketing Council (AS 44.33.700) —
December 30, 1996 [1994];

SB0341b -1- CSSB 341 (RES)
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(72 establish offices in the state and otherwise incur expenses inci-
dental to the performance of its duties; o

(8) apPear on behalf of the council before boards, commissions, de-
partments, or other agencies of municipal, state, or federal govern-
ment except as provided under (b) of this section;

(9) acquire, hold, lease, sell, or otherwise dispose of property, but
such Prope_rty_ is limited to that which is necessary to the administra-
tive functioning of the council;

(10) appoint committees comprised of board and nor.board mem-
bers; the presiding officer of each committee shall be a board member;
(1) Prepare and implement plans for the promotion of travel to and
inside the state; , o _ ,
(12) sell, at fair market value, tourism advertising space in publica-
tions and promotional materials developed by the council;

(13) provide space to a qualified trade association in publications
and promotional materials developed by the council if the trade associ-
ation has contracted with the department under AS 44.33.705(b) and
pays its pro rata share of the production costs for the publication or
promotional material; payment under this paragraph is rot part of the
association's required contribution under AS 44.33.705(b); and

(14) grant exclusive .ru[]hts to a qualified trade association to sell or
lease tourism mailing lists developed by the council if the trade associ-
ation has contracted with the department under AS 44.33.705(b).

(b) The board may not use funds apgroprlatedb the legislature to
employ a lobbyist. )(§ 9 ch 78 SLA.1988; am § Z ch 32 SLA 1990)

visor’s notes. — Enacted as AS fore "agreements" in paragraph (a)(4):

44%%.738. enumbered in 18%68 ang agged paragraph g)(l_zl?. P alt)
EfTect of amendments. — Thg 19(?0 Editor’s notes. — Section 5, ch. 32,

?men"mept, effective May 10, 1(?. 0, de- SLA 1990 provides that the 1990 amend-
eted_lﬂc uding the granting of ajstribu-  mentto () of this section Is retroactive to

tion r|lg ts to touri maA |{1 Iésts atthe July 1

end of paragrapn (a)(2); deleted "any” be- ’

Sec. 44,33.720. Duties of the council, (a) The council shall
(1) conduct a tourism marketlng pro%ram designed to accomplish
the Purposes of AS 44.33,700 — 44.33.735; the marketing program
must include promotion of the state as a destination and promotion of
alltforms of travel to the state, including travel by air, highway, and
water; _ _

(2) prepare and implement plans for the promotion of Alaska
tourism, including necessary research; _

(3) submit an annual report to the_governor and the legislature
descrlblntkq the activities of the council: _ , _ _

(4) make available to all interested persons, including tourism busi-
nesses, a quarterly report of the council's actions and activities;

5) annually submita proposed operating budget to the director, to
be used by the Department of Commerce and Economic Development

119
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CS FOR SENATE BILL NO. 341(*EST
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RESOURCES COMMITTEE

O ffered. 4/19//A
Referred: Finance

Sponsor(s): SENATE LABOR AND COMMERCE COMMITTEE

A BILL
FOR AN ACT ENTITLED

"An

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

¢ ction 1. AS 44.33.705(b) is amended to read:

(b) If the commissioner determines that it is in the best interests of the state
to promote the state as a destination through the cooperative marketing program, the
commissioner shall contract with a single qualified trade association to jointly manage
the council if the trade association agrees that, before the end of each fiscal year that
the contract covers, the association will contribute at least 25 [15] percent of the total
operating expenses of the council for that fiscal year. The term of a contract under
this section may not exceed two years,
ic. 2. AS 44.66.010(a)(15) is amended to read:

(15) Alaska Tourism Marketing Council (AS 44.33.700) -
December 30, 1996 [1994];

*
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1 * Sec. 3. APPLICABILITY. AS 44.33.705(b), as amended by sec. 1 of this Act, applies
2  .ocontracts entered into or renewed on or after the effective date of thisAct.

3 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

CSSB 341(RES) -2- SB0341b
New Text Underlined [DELETED TEXT BRACKETED]
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(72 establish offices in the state and otherwise incur expenses inci-
dental to the performance of its duties; o

8) apPear on hehalf of the council before boards, commissions, de-
partments, or other agencies of municipal, state, or federal govern-
ment except as provided under (b) of this section;

(9) acquire, hold, lease, sell, or otherwise dispose of property, but
such property is limited to that which is necessary to the administra-
tive functioning of the council;

(10) appoint committees comprised of board and nonboard mem-
bers; the presiding officer of each committee shall be a board member:
(1) Prepare and implement plans for the promotion of travel to and
Inside the state; , - _ ,
(12) sell, at fair market value, tourism advertising space in publica-
tions and promotional materials developed by the council,

(13) provide space to a qualified trade association in publications
and promotional materials developed by the council ifthe trade associ-
ation has contracted with the department under AS 44.33.705(h) and
pays its pro rata share of the production costs for the publication or
promotional material; payment under this paragraph is not part of the
association's required contribution under AS 44.33.705(h); and

(14) grant exclusive .r|?hts to a qualified trade association to sell or
lease tourism mailing lists developed by the council if the trade associ-
ation has contracted with the department under AS 44.33.705(b).

(b) The board may not use funds apgroprlated by the legislature to
employ a lobbyist. (8 9 ch 78 SLA.1988; am § Z ch 32 SLA 1990)
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Sec. 44.33.720. Duties of the council, (@) The council shall
(1) conduct a tourism marketin prog}ram designed to accomplish
the E)urposes of AS 44.33.700 — 44.33.735; the marketing program
must include promotion of the state as a destination and promotion of
aIItforms of travel to the state, including travel by air, highway, and
water; _ ,

(2) prepare and implement plans for the promotion of Alaska
tourism, ‘including necessary research: _

(3) submit an annual report to the governor and the legislature
descrlblnckq the activities of the council: _ _ _ _

(4) make available to ail interested persons, including tourism busi-
nesses, a quarterly report of the council's actions and activities;

5) annually submit a proposed operating budget to the director, to
be used by the Department of Commerce and Economic Development
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Alaska Tcupism iViapkefing Counci

C raaniza fion
The Alaska Tourism Marketing Council was created by the Alaska Legislature in
]£'&& as ajoint venture between the State cf Alaska arei the visiter industry.
This truiv unique meidirg cf pubiic and private expertise and funding is
crallenged with keeping Alaska a tap contender in the highiv competitive,

wcridwide tourism marketplace.

The ATfviC is a pubiic corporation mutuaily managed through a contract
between the Alaska Sejpartment of Commerce and Economic Develgpment anei

tine Alaska Visitors Association.

The 21-member council is comprised of 10 directors appointed by the Governor,
10 directors appointed A/ AVA, and the Director of the Alaska Division cf
Tourism as an automatic appointment. The council works through a stronn
committee structure with each director ser/ing on at least one of the following

committees: fall/winter/spring promotion; collateral; public relations; research;

advertising and planning.

ihe primary objective of the ATfviC is to encourage expansion and growth crthe
state's visitor industry. It is aiso charged with ensuring the economic benefits
derived from the industry remain in Alaska and that a maximum number or
Alaska residents are employed in industry businesses. The council promotes
cooperation between state and private sectors in developing visitor marketing,
campaigns and visitor industry facilities, both in the public and private dcmain,

to ensure the visitor experience is, and continues to be, positive.

Funding
The council’s operating budget is determined by a yeariy appropriation from the
State Legislature, plus funds from the private industry. The industry is
responsible for no less than a 15% cash matching contribution, and must also
share a portion of production costs for the Official State Vacation F\anner.
The sale of vacation planner advertisements, direct mailing labels and stock
film footage to industry businesses is administered by the Alaska Visitors

Association to generate the private sector's matching contribution.



Ccccf'poi'iv® ViapKtfina, Ppcaram
The ATVIC achieves its crcmcticnai obiect.ves through an integrated marketing
gronram director at domestic and Canadian markets with one greatest
potential for producing new ann reseat viaiters. Cemgonents or the program

developed by the ATMC inciude:

' The Official State Vacation Planner distributed sc more than

500,000 potential visiters;

" Domestic and Canadian magazine advertising, targeting

adventure and outdoor travelers;

" National television image advertising; ,

' National pubiic relations errcrzs;

* Direct maii advertising campaigns;

' Special Alaska newspaper sections in major U.S. markets;
"Winter campaign promoting "off-season" travel to Alaska.

Through extensive market research, analysis of conversion rates and visitor
spending habits,' the cooperative marketing effort has resulted in award-

winning marketing campaigns and unprecedented growth in Alaska’s visitor

industry.

Benefils cf Cccpsrafive iVlarkefing
As a comprehensive travel guide created and designed specifically for people
who have already indicated a strong interest in an Alaska vacation, the
Vacation Planner represents an extraordinarily affordable and effective vehicle

for all tourism-related businesses.

For the nominal cost of a narrative advertisement, businesses can reach
hundreds of thousands of potential customers through distribution of the

planner via direct mail, at trade shows and travel events, and to 50,000 travel



agents arcuna the nation. Vicreever, disciay advertising in tr.e planner offers

jnparalleied exposure for Aias.<a tourism businesses.

in addition to offering advertisement, the Cooperative Marketing Program gives
industr/ businesses the option to develop their own customizes direct maii
marketing campaign through the saie cf iabeis. Using a list generated from
-eauests for the vacation Planner. this prcsram is eapabie cf so,tins names
ana addresses of mere than -50.COO potential visitors bases on a variety of
demographic data. The labeis program offers virtually ail industry businesses a
higniv cost effective promotional avenue to reach an extremeiv targeted

market base.



A laska Division of Tcupism

The Alaska Division or Tourism is s division or the Department or Commerce
and Economic Development. The DOT Director ser/es as an automatic
appointment zo the Alaska Tourism Marketing Council, arc\ has a scarping

seat on thd Alaska Visitors Association's ocard cf Apiviscrs.

Thd DOT maintains a varidtv or promotional proiects anp prccrams that
cempiiment z'ne dffcrzs of A"VIC and AVA to serve thd visitor and encourage

business development.

Tourism iVlarkeiing
On thd international scene, thd DOT promotes Alaska, focusing primarily in
Japan and thd German-speakinp countries of Europe. With tourism officds in
both Japan and Germany, this promotion includes consumer advertising; trove:

trade show exhibits, travel writers/tour wholesaler familiarization tours, and

production of foreign language collateral.

On the domestic front, the DOT engages in activities, bctn independent of and
in cooperation with the ATfviC. to promote Alaska in the Lower Ac. Amcnn
those activities is an extensive visitor reeearcn program used by the division,
ATIVIC, conn,unity organizations and private business to guide marketing
efforts. In addition,.the division directly maiis destination information zo travel
agencies nationwide, and responds to over \3\,000 tele;?hone and mail

requests for information from potential visitors.

V isifor S ervices
The DOT participates with state and federal agencies in operating Alaska
Public Land Information Centers in Anchorage and Fairbanks, and fully funds
and operates the Tok Visitors Center as an APLIC. The DOT also prints and

distributes informational brochures and maps for Alaska trip planning.



Business Cevelccmenf and Assistance
The DOT provides technical assistance to communities deveIoEing visitor
attractions and private busine ses initiating or expanding their product. As
part cf that effort, the division is spearheading development of the
AlaskaHcet customer sen/ice training program offered to tourism businesses
statewide. In addition, the division's Alaska Film Office promotes Alaska as a

motion f)icture and television production location.

Ppcducf Analqgsis
DOT participates in feasibility analysis and design of new in-state visitor
attractions, and works cooperatively to promote creation cf new direct

passenger air routs from overseas.



The Alaska M arketing

Cooperative
The Coo(?era_tlve Marketing Program is a unique joint venture between the
state and private industry to bring visitors to Alaska. The .Alaska Visitors
Association, representing ﬁrlvate industry, contracts with the State or
Alaska to jointly manage the Alaska Tourism Marketing Council which
executes rhe marketing program.

AVA

The Alaska Visitors Association is a statewide, non-profit trade association
representing more than 700 Alaska businesses. With a charter of promoting
travel to and within ,Alaska, the association provides a unified voice for the
visitor industry, lobbies the legislature co encourage funding and support or
tourism issues and provides a matching contribution to state tourism funds.
This match is generated by ad and mailing label revenues from the Official
Alaska State Vacation Planner. The association has four primary goais for
the coming year: _

* Increase the number of visitors to .Alaska

* Increase the stace funding for counsm promotion

* Educate the visitor industry on important tourism issues
* Encourage and support AVA member businesses

ATMC

The Alaska Tourism Marketing Council is a public corporation jointly
managed bv AVA and the Alaska State Department of Commerce and
Economic Development. It is charged with development and execution of
Alaska's domestic and Canadian marketing program. ATMC promotes
Alaska as a worid-dass visitor destination through marketln%, advertisin
and public relations. A yearly approgrlatlon from the legislature and a 1
percent matching contribution from the AVA gives the coundl its operatin
capital. The 21-member council is comprised of 10 governor-appointe
rTnem_bers, 10 AVA- appointed members and the Director of the Division of
ourism.

DOT

The goal of the state Division of Tourism is to foster the growth of tourism
in Alaska. The division follows up on more than 50,000 separate requests for
information and represents Alaska at consumer and trade shows
throughout the nation. The DOT is responsible for developing international
markets, developing research data, providing assistance to tourism
businesses and overseeing grant programs. The division also promotes
Alaska as a filming location to the movie industry.

Program

ATMC

AVA DOT

Cooperative M arketing
Components

Alaska's Cooperative Marketing
Program is a national program

‘promoting. Alaska as a visitor
destination. The components orthe-
Pro%ram, which are developed by
he ATMCj indude: ..

*+The Vacation Planner,.'sent to more
than 700,000 potehtiaT yisiiors: .

» Domestic & Canadian, magazine..

advertising,, tar?eting«:adven.-"
"o ture/butdoor travelers- — \:777

c'ww"

 National:T television. image-~,

“advertising-
\ T d

-\ oo my :
"+ Nationd'pubticrelatibns effo™Ai-T '

'Direct mail'advertising-campmgp?7i'
. n . ..v.-

e Speciai7“'CAlaski"v,newspaper;:

sectionsin-majortTiST arketsd T

J

all/WinteraSpring: cam'EaigriT-j

*r;promoting-|'off-season-"-Aias
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| he Alaska Visitors Association (AVA) contracted with
Cracjun & Associates to conduct a Statewide public
opinion survey on tourism. The main purpose or the
survey was to understand Alaskan residents' experiences
and perceptions or the role the tourism industry plays in
diversifying the State's economy.

The statewide public opinion survey on tourism was
cor.ducred with several objectives in mind:

gather data on .Alaskan views of the tourism industrv;

A ider.rifv the current image and perception of tourism
specifically, ana in relationship to other industries li.e.
mining, fishing, timber, oil and government);

B> explore attitudes r%garding the future economic
impacr of tourism; an

A~ track public opinion so that policy makers and
businesses can better monitor the growth and
development of tourism in the State of Alaska.

A Survey of Public A ttitudes

Toward Touris. in Alaska
| Conducted bvrC-adum | AssociatesJuly 1991 1

Tourism is.importantto (he local economy;" v"
i
Tourism provides fob's for locals, .1 e

Tourism.Helps outyeac-rdundtbusiness”T..-- "I

ot .
J .
VTsitars.crowd my,favorife-places- Av
fc-\: Sfrooofy. agyes™
I\i/wgurlyrli‘figvcmTltarseet?éojé"lyi ntarsri- Q@ W-nh
% D 1B % I

Key Findings

If State revenue from oil declines, four out of five Alaska
residents, 79.6% of Alaskans surveyed, believe tourism
and fishing will be cnncal for a healthy state economv.

When attention is turned to their local area, seven out of
ten Alaskans feel tourism is essential to the locai
economy. This was especiailv true for .Anchorage. Kenai,
Kodiak. Fairbanks, and southeast Alaska. Demo-
graphicallv, more women saw tourism as important to the
economy of the area than did men (81% to 63%
respectively). By the same token, a respondent's age and
length of residence in .Alaska had no bearing on their
opinions about the importance of tourism to the local
economy.

Half of the respondents either worked or knew someone
who worked in a tourism-related industry.

in a series of questions designed to assess underlying
values and beliefs about tourism and its effect on' the
quality of Life in Alaska, the public response to arguments
for and against tourism revealed a resounding positive
experience toward tourism, both economically and
personally.

More than three quarters (75%) AGREE with the
statement, "Tourism is important to my locai economy."
When residents were queried about the pocential
encroachment of tourists, 74% DISAGREE chat "I wouldn't
want to see any more visitors in my area than there are
now." Cleariv two-thixds ,(66%} held strong beliefs that
tourists, in fact, provided jobs for locals and helped out
year-round local businesses (62%).

A comparison of a similar lifestyle question from a 1989

study on tourism found 24% of Anchorage residents

AGREEING with the statement "Tourists crowd ail the

good places in Anchorage in the summer." In the current

stud_){, only 15% of Anchorage residents AGREE that

é\(ISI ors make it difficult for me to go to my favorite
aces.

Finally, the study looked at the public sentiment regarding
State S endln% on advertising and promotion. Nearly one-
third thought the State should SPEND MORE, (a rare
statement of support at a time of increasing cuts in

overnment spending) no doubt to fulfill their"hopes of

1% ?ourism dollars replacing declining oil revenues.



The visitor business is Alaska's #1 grow th industry.

Specifically, the visitor industry:
A Has the highest percentage or Alaska resident hire or ail basic industry sectors, wich an 34% local Alaska hire rate;

A |s the second largest private sector employer in Alaska, surpassed only by the seafood industry. The industrv
employs 13.300 during the peak season and 13,500 people year-round;

IS? Affects the employment of more than 52,000 other peopie in the tra,nsEortation,,retaiI or service sectors. And. it
would most likely account for another 3,000 primary jobs if travel by Aiaskans wichin Alaska had been calculated:

Employs the most people in Southcentral (7,256 jobs 'vith a peak season total of 9.5733. Southeast accounts for the
second hi h,estem,Plo ment (2,598 with a peak season total of 3.949) and the interior: Far North employment ranks
third (2.038 jobs with 2.975 during peak season);

N Generates 5244 million in annual payroll (based on 1990 employment data);

A Generates SL.1 billion in revenues and soenas an estimated S590 million on inventor/, advertising, marketingand
labor. An additional 5260 million is paid out in taxes and other business-related expenses;

A Spends the most in Southcentral (5163 million in 1990), second highest amount in Southeast (S56 million),third
highest in interior/Far North (S52 miilion) and 59 million in Southwest Alaska; and,

~ Invests heavily in Alaska. Investments in Alaska are estimated to be S44S million in property and operaring
equipment. The industry investment in Alaska is expected lo top half a biilion dollars within the next few years.

Tourism brings $1.1 billion in revenues to Alaska.

Between 1989 and 1990, visitor businesses generated 51.1 billion in revenues. Of this, approximately 5822 miilion
tr)ep[esented business spending, with the remaining 5260 million going for taxes, payment to capital,"and profits to
USIness owners.

The total investment in Alaska's visitor industrv is estimated at S448 million, not including an estimated 52 billion or
more in cruiseship investments.

Tourism iis a statew ide industry.

in all of Alaska’s regional economies, the tourism industry is a leading industry in the private sector. In the Southcentral
and Interior/North Tegions, it ranks second, and in Southeast it ranks third. It'is a growing factor in the Southwest and

Arctic Alaska economigs.

As the fastest growing industry in Alaska, tourism's future promise is a long
range economic force offering year-round employment to thousands of

residents.



Total Revenues to

the tallowing table illustrates,
a total or over 330 million
attributable to the visitor industry
flows into the state's general fund
each year. The Alaska Marine
Highway Sgstem, Department of
Fish and Game, and corporate
mcome taxes are the largest sources.

In addition, the Alaska Railroad and
international Airport System also
receive a significant amount of
revenue attributable to the visitor
industry. Although these are state
ooeranans. their finances are iargeiv
independent, and their revenues do
not :low into the state general fund.
3oth of these revenue sources are
included under "revenues to other
stace endues" in the a dJomlng tabie.
To_?ether_, they received close to 521
million in revenues attributable to
the visitor industry.

The figures included in this table
represent @ minimum level of
revenues to the state from the visitor
industry. There are certainly
additional sources of revenue to the
stare from the visitor industry thac
could not be quantified heré (ar
example, rental car registration fees).

Despite these limitations, the, data
presented captures the most
significant visitor industry sources of
revenue to the state. The figures
presented are hased on hard data
athered from a varietv of sources.

here necessary, conservative
estimates were made. The result is a
defensible, detailed estimate of the
contribution of the visitor industry
to state general fund revenues.

the State

of Alaska from the

Revenues to the General Fund

Non-resident Visitor Spending
State Parks, FY91

Camping permits, Historical Guided Tours, Other

Depanmenc of Fish and Game. 0/91

Non-resident and Alien Taos and Permits

Alaska Marine.Highway System, A.VSPS9-90

Non-resident Spending on Ferro Transportation

Gasoline Taxes Paid by Visitors, AVSPS9-90
State and University Museums, F/91

Non-resident Visitor Admission Fees

Visitor Industry

s 273.000
5 7,607,000

S 14,900,000
S 517,000

5 240,000

Taxes and Fees from-Visitor Industry Businesses

Department of Motor Vehicles Fees, Cy20

Tour Bus-Vehicle-Registration Fees
Corporate Income Tax, FY9L'
Business License Fees, FY91
Aviation Fuel Taxes, FY90

. » TourBus Fuel Tax, CY91

Agencies-Promoting:the-Visitor Industry

Alaska Division of Tourism,. FY91
', ProgramReceipts andATNIC W

Subtotal: Revenues toftheGeneral Fund.

Revenues lo Other. State Entities

*(DOiret ReverLes tothe Sate of lesafromthe Misitor Inclstry, MeDonell Gaup, May 199)

5 43,000
S. 4,169,000
S 125,000
5 2,000,000

41,000:

S 'm,269,000

=, S 310
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MEMORANDUM

TO: Honorable Walter J. Hickel
Paul Fuhs, Commissioner ol' Commerce
and Economic Development
Mary Pignalberi, Director. Alaska Division of Tourism
Members. Alaska House of Representatives
Members, Alaska Senate

FROM: Ann Campbell. Executive Director

Alaska Native Tourism Council
RE: Resolution in Support of the Alaska Tourism Marketing Council
DATE: March 9, 1994

Attached to this memorandum, you will find a resolution passed by the Alaska
Native Tourism Council ar its March meeting, which states unanimous support for the
Alaska Tourism Marketing Council (ATMC). This resolution illustrates our support for
full refunding of the ATMC's FY 95 budget as well as for its rcauihorization.

As you head into final budget considerations for the FY 95 year, please
understand that the ATMC program significantly benefits many small businesses
throughout Alaska, including rural tourism entrepreneurs. The ATMC, through its
domestic marketlnge forts, helps stimulate the Alaska economy, creates jobs in rural
Alaska and produces a good income for many in rural Alaska.

Through the cooperative marketing program managed by the ATMC. the Alaska
Native Tourism Council membership can effectively market Native cultural attractions to
millions of potential visitors every year. Our research shows that 50 percent of tho"e
people who received information from our members, and who visited Alaska, did visit
rural/cultural tour products.

|

Our membershi? of 10 community-owned tourism businesses representing the
width and breadth of Alaska, is asking each ofyou to support our industry through your
|supporttofthe Alaska Tourism Marketing Council’s $7.2 million budget and its
ongevity

1
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RESOLUTION

Whereas the Alaska tourism industry is strong and growing with over a million visitors arriving
each year;

Whereas the strength of Alaska tourism is based upon a successful cooperative marketing
program;

Whereas the Alaska Native Tourism Council is a body representing a wide spectrum of
Native-owned and operated tourism projects across the state; -

Whereas Alaska Native Tourism Council depends on the efforts of the Alaska Tourism
Marketing Council (ATMC), whose cooperative marketing program is regarded as
one of the most effective in the nation;

Whereas mailing lists from the ATMC program produce outstanding conversions of visitors to
Native tourism products;

Whereas many organizations like the Alaska Native Tourism Council couldn't afford to
develop mailing lists as productive as the ATMC's leads;

Whereas the continued success of the Alaska Native Tourism Council is dependent upon the
continuation of the ATMC;

Whereas the combined efforts of the ATMC and the Alaska Native Tourism Council have
produced additional income and jobs for rural Alaskans;

Now therefore be it resolved that the Alaska Native Tourism Council supports a
continuation of the authorization of ATMC,;

Be it further resolved that the Alaska Native Tourism Council strongly supports full
funding for the ATMC program which is so essential for rural tourism success.

This resolution was passed unanimously by the Alaska Native Tourism Council on
March 1, 1994.

\o77-C st sLiit 104 t aNC.hOSAGE. AlASka 0950
PHONE VO/-274.5400 » FAX 907-363-9971



REPORT CONCLUSIONS

Currently AS 44.66.010 has ATMC scheduled for termination on June 30, 1993 and provides
ATMC with a year in which to conclude its affairs. We recommend that the legislature
consider legislation .that extends ATMC’s termination date to June 30, 1997 with the
provision that current state general funds supporting their budget be gradually replaced by
program receipts generated from revenues derived from the tourism industry (see
Recommendation No. 1). Given the future prospect of declining state oil revenues and the
continuing growth and maturity of the tourism industry, it is our opinion that state
participation in funding the domestic tourism market should be gradually replaced with self-
assessed taxes, fees, and/or contributions. This could take the form of enacting legislation
to replace state general fund money with an assessment tax on the tourism industry, similar
to that paid by commercial seafood processors, to fund the operations of the Alaska Seafood
Market Institute. Tnis recommendation is consistent with the Administration’s desire to
encourage privatization of ATMC. The Division of Tourism (DOT) should closely monitor
the effect this action has, if any, on immature or undeveloped tourism markets and adjust the

DOT program accordingly.

- STA
OE tl « INCF LEFASAINE AOT



FINDINGS AND RECOMMENDATIONS

Of the following three recommendations, note that the tnird is directed solely at the
Department of Commerce and Economic Development (DCED), Division of Tourism (DOT).
Its inclusion in this report is due to our discovery of a material internal control weakness in

DOT’s disbursement procedures.

Recommendation No. 1

The legislature should consider legislation that extends the Alaska Tourism Marketing
Council’s fATMC’s) termination date to June 30. 1997 with the provision that current state
general funds supporting its budget be gradually replaced with program receipts from tourism
industrv contributions or assessments within that four vear period.

During Governor Hickel’s Organizational Efficiency Task Force review, the operations of
DCED as well as other state agencies were examined. In their summary report dated July
1992, the task force felt that state funds should be targeted to assisting the creation of new
ventures rather than subsidizing the costs of maturing businesses. Consequently they felt that
the efforts to privatize the activities of the ATMC should continue.

Currently the industry is required by statute to contribute at least 15% of the costs of ATMC.
AVA has indicated a willingness to increase their contribution to the program. In a
December 1991 letter to the commissioner of DCED they state:

We understand and are committed to the desire ofthe administration to reduce
the contribution from the generalfund for generic marketing in an effort to
replace that source over afive (5) year period with resources ofprivate and
state support in collaboration with the Alaska Visitors Association (AVA). The
AVA supports in principal the concept that generic marketing should be
supported in part by private sector contribution and by new funding sources,
rather than solely by the state general fund . . .

AVA has stated that they will inc rﬂﬁ]c jhute &W t ram.
However, in an AV A project entitled m W% \H(ﬂrﬁﬁﬁ/,
draft recommendations (among many others) were made that the /ishci Industry should be
taxed and increased state general funds should be allocated to ATMC and DOT. It is our

understanding that this report is currently being revised, thus these recommendations may
be subject to change.

We recommend that current state general funds be gradually replaced by tourism industry
generated funds. DCED should coordinate with the industry in determining the options
available by which the industry can generate these funds. These funds may be increased
industry contributions, industry assessments, tourism-related taxes or a combination of these.

'9- nivkinM nv lecislattvi: Aimrr



As the goal of replacing state general funds with program receipts from the tourism industry
is effectuated, the relationship between DCED and the industry as it is cirrently legislated
may need re-evaluated.

Recommendation No. 2

The legislature should consider legislation to incorporate ATMC’s staff within the Division
of Tourism.

Currently, Alaska Statutes 44.33.710 provides that the ATMC board of directors may employ
and determine the salary of the staff of ATMC. Staff is limited by the statutes to an
executive director and no more than two employees. The statutes further provide that if there
is no executive director, the staff of the council is to be supervised by the director of DOT.

Presently there is duplication of duties between DOT and ATMC staff. The director of DOT
is statutorily responsible for ATMC’s procurement activities. AS 44.33.120(b)(3) states,
"The Alaska division of tourism shall .. .review and approve the procurement documents
and procedures of the tourism marketing council to ensure compliance with applicable laws
and regulations . . Additionally, AS 44.33.705 (Il)(d) provides that “a contract or grant
entered into by he council is not effective until signed by the director [of the Division of
Tourism].” DOT staff are therefore responsible for monitoring ATMC’s contracts, payments,
and procurement. However, ATMC staff duties also include preparing budgets,
administering contracts, and handling procurement.

Incorporating ATMC’s staff within the Division of Tourism would eliminate these duplicate
duties and provide for more efficient operations.

Recommendation No. 3

The Department of Commerce and Economic Development (DCEDI. Division of Tourism
(DOT) should comply with the state budgetary process, state procurement code, and
generally acceptable accounting principles and immediately cease the practice of diverting
funds to non-state agencies. DCED should work with the Department of Administration in
resolving this issue and make recovery to the State as mav be considered necessary.

DOT directed a State of Alaska subcontractor to pay the Alaska Highway Rendezvous ’92
Society $6,500 that should have been credited to the State of Alaska. This check
accompanied a letter dated November 5, 1992 from DOT that stated:

.+« the revised “Wings Over the North” production was never approved nor
budgeted for by the Division of Tourism. Rather, you proceeded on a verbal
commitment made in a telephone conversation with Lt. Governor Coghill,
which he does not recall having made and which we have tried unsuccessfully

to document.
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The letter further stated that

.« .due co Alaska procurement laws which require some form of competitive
solicitation in order to enter into contracts, we do not have a contractual
arrangement. . . . Therefore, our only approach lies in redirecting funds. . ..
A good example is the enclosed check from a printer who owed the division

a credit and which we are now directing to you.

It is inconceivable to us that state employees would believe diverting monies due the State
is an appropriate and legal action. The practice circumvents the state accounting system and
certification process. At a minimum, circumvention of this process results in the state
accounting records not accurately reflecting the financial transactions of the State.
Processing transactions outside the state accounting system create an environment conducive
to fraudulent transactions. Since the check/credit noted above related to FY 92 expenditures,
it is possible that this diversion of funds also violates provisions regarding the expenditure
of state funds as outlined in Section 13, Article IX of the .Alaska Constitution.

In addition to the preceding check, according to DOT personnel, at least another S700 in
state funds have been diverted in a similar manner.

Internal controls should ensure that state resources are safeguarded against waste, loss, and
misuse; that state resources are used consistent with laws, regulations, and policies; and
reliable data is obtained, maintained, and fairly disclosed in repons. Management is
responsible for implementing and maintaining adequate internal control systems and should
institute timely action to correct identified internal control system weaknesses.

DCED should work with the Department of Administration to determine the appropriate
corrective action to remedy the above matter.

AAKA STAIE LEA3 ATURE -11- DMION GF LEISAINE AOT



WALTER J. NICKEL. GOVERNOR

DEPARTMENT OF COMMERCE AND

ECONOMIC DEVELOPMENT JUNEAU. ALASKA 99811-0800
PHONE: (907) «165-2500
OFFICE OF THE COMMISSIONER fax: (907) 3341

February 25 1993
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FISCAL NOTE

STATE OF ALASKA
1A LEGISLATIVE SESSION

Revision Date: 3/9/94

Title: Extending the termination date for

the Alaska Tourism MarketingCouncil
Sponsor Senate Labor and Commerce

Requestor: Senate Labor and Commerce

Expenditures/Revenues:
OPERATING EXPENDITURES FY 95 FY 96
PERSONAL SERVICES 0 0
TRAVEL 0 0
CONTRACTUAL 0 0
SUPPLIES 0 0
EQUIPMENT 0 0
LAND &STRUCTURES 0 0
GRANTS, CLAIMS 0 0
MISCELLANEOUS 0 0
TOTAL OPERATING 0 0
CAPITAL EXPENDITURES 0 0
CHANGE IN REVENUES ( ) 0 0
FUND SOURCE
1002 Federal Receipts 0 0
1003 GF Match 0 0
1004 GF 0 0
1005 GF/Program Receipts 0 0
1006 GH/VHT1A 0 0
Other 0 0
TOTAL 0 0
Estimate of current year (FY 94) cost: S_0
POSMONS
FULL-TIME 0 0
PART-TIME 0 0
TEMPORARY 0 0

ANALYSIS: (Attach a separate page if necessary.)

BI? Version. S.tL—
(S) Publish DUU:

Department Affected: Commerce and Economic Development

BRU: Division of Tourism

Component: Alaska Tourism Marketing Council

COMPONENT SERIAL NO.

FY 97 FY

O O OO O o o o o

O O O O o o o

OOOOOOOOOg

O O O O o o o

FY 99 FYO0O0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0

*  The funds for the Alaska Tourism Marketing Council are in the Governor's FY 95

operating budget.

Prepared by: ijcadj- MulLdar

Change

S

in CS 36 3HI (€CS)

have no fiscal impact. This
fiscal note is appropriate.

date

Phone: 465-2500

Division: Dept’, or CommerceNmd Economic Development Date:

Approved by Commissioner Paul Fuhs
Agency: Commerce and Economic Development //
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DATE: 3/14/94 FURTHER: (finance
DATE TURNED INTO OFFICE: <[+ 19 69 .7

Resources Committee considered SENATE BILL NO, 341

mftn nrt extending the termination date of the Alaska Tourism Marketing CouncUf and providing for
an effective date." * f

and raoommenda It
;’ be replaced with

and recommends: v
. ] same title
[ ] replace with CS S6 M | ( ) [T newtite
or [ ] adopt previous___ CS J %ﬂe]ge%hrggal
[ ] attaches amendment(s) and report tt (HB only)
badk as follons
[ ] adopts Letter of Intent
[ ] further referral to the
[ ]do pass
[ ] do not pass
[ ] no recommendation
[ ] individual recommendgdicno nsj”
NEW FISCAL7TOTES * fr PREVIOUS FISCAL NOTES
Department ' Date Zero Fiscal Department Date cere Fiscal
M % CL «3'?7-a</ *3
/HQ
ffss O"o™ *t
: VS.
\ )0"J2cc $ Cf.cfmoRh™*,

Chair: Signature a®Recommendation



weTVET f
SENATE«COMMITTEE REPORT
>IRST COMMITTEE OF REFERR, J

DATE:. 2/28/94 FURTHER:(“Resources’)
3 Finance

Date of 5-Day Notice: DATE TURNED

(in accordance with Uniform'Rule”) INTO OFFICE:

L&C Committee considered SB 341

JAPFAct extending the termination date of the Alaska Tourism Marketing Counci®and providing for

an effective date. and report I

be.c* m fewauB
and recommends:

_ [ ] same titke
[ ] replace with J [ ] new title
[ ]technical
title change
[ ] attaches amendment(s) (HB only)
[ ] adopts Letter of Intent
[ ] further referral to the
[ ] do pass
[ ] do not pass
[ ] no recommendation
pd individual recommendations
FISCAL NOTE INFORMATION
Department Zero Fiscal Department Date Zero Fiscal
[ 1 Appropriation No Fiscal Note [ 1 Governor'* Bill with Previous Fiscal Notes (enter information above)
DO PASS: OTHER RECOMMENDATIONS:
C M (L

Chair: Signature Recommendation





