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3100 Channel Drive, Suite 300 ¢ Juneau AK 99801
(907) 4(53*3488 « Fax (907) 463*3489

CHAVBER OF COMVERCE
February 12,2003

Senator Gene Therciaull
Senate President

Stale Capitol
Juneau, AK 99801-1082

Dear Senator Therrimill:

As tlie Executive Director of the Juneau Chamber ofCommerce, 1would like to add the sup?qrtofour
organization for a change in Alaska statutes that will allow additional private yachts to travel into Alaskan

waters without n marine pilot aboard

Although Juneau is enjoying a stable economy «t diis time based on a combination of government and
private employment and summer tourism positions, other areas o f.Southeast ere not as lucky, fn
communities where timber and fish were once- the mainstays, the tourism industry is becoming an
important pailner. In Juneau, a community which hosts nearly one million visitors a year, wc Imvc long
understood the value ofthese independent travelers to our economy.

As you may know, a private sector group in Juneau is in the permitting stage for construction ofa new
uock to provide additional moorage space for yachts, small cruise ships and lightering vessels, 'there is no
better way to gage business opportunities than by those who are willing to invest in the infrastructure of

our community.

The Chamber supports the efforts b% Alaska Yacht Services and Provisioning to change this state law
which significantly discoura?es yucht visitation. Without an amendment to the current marine pilot
regulation that states that “all pleasure craft foreign flagged must hire a stale marine pilot onboard,”
Southeast Alaska is missing out on awonderful economic opportunity. Please consider this change in
direction that will help stimulate llie economy for many small businesses in Juneuu, as well us throughout

Southeast and coastal Alaska.

'l hank you for your consideration of this issue.

Sincerely, f A

Jahiie Parsons
Executive Director
( Juneau Chamber of Commerce

CC: Governor Murkowski

Email: jimcauchamhcr™d.nei ¢ jcc®alaska.comy Website: http:/Awwy.)'.ineaucluunbruiri;

P:

3"


http://www.)'.ineaucluunbruiri

FE8-10-03 MON 03:31 PH FAX NO.

[Vhioaty 7,2003

“I'lio 1lonorablo Gena Therriault
Senate President
State Capitol

Juneau, A K 00801-1 157?

Dear Senator Then fault:

lam writing in support ofthe proposed change to the marine pilotage law concerning
foreign flagged yachts A's manngor of the Seadrome Marine Com plex a docking facility
owned by Cioldbell in downtown Juneau, | have observed vessels that become very
fmsitatcd with the current regulations and head for friendlier ports. O ur customer base is
made up ofsmall cruise vessels, day boats and yachts This past year, approximately
25% ofonrmoorage business came from yachts and transient vessels M ost ofthese
vessels travel from the cast coast specifically to visit Alaska while others are on their
maiden voyage aflcr leaving one of the boat builders in the Puget Sound area

W ¢ have noticed a steady increase ofyachts visiting Alaska over the past five years nnd

hear about many more that decide not to make the trip because o fthe costly pilotage
rwijuuemecnls Although J have no way ofknowding the potential market that is

discouraged from visiling Alaska because o fthe currentregulations, m y feeling is that it
is considerable Tho Ilimited availability o f pilots is also problematic for vessels such as

yachts with an ever-changing schedule.

‘I ho independe nt yacht visitor has itcomparably greater positive economic impactby
spending days if not weeks in Alaska and spreading their purchasing power over
numerous businesses and communities This positively impacts a wide variety o f
businesses from groceries to carpet cleaners and flower shops and fuel com panies.

lurge you to consider an exem ption or similar action to allow this m arket to reach its
polcnliid in Alaska. M any businesses and communities throughout the region will realize

the benefits

ItM | r.-nar/tn

Manager

seadrome Marine Com plex

VO MAN DRIVE «JUNEAU, Al ASKA 19801 . PHfINE (900 963-BH11 . FAX (907) 506-1J7
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M iss S carlett’'s G reenery

124 Seward Street Juneau, Alaska 99801 907-586-1766 Fax: 907-586-6545 800-586-1767

February 10, 2003

Senator Gene Therriault
Senate President

State Capitol

Juneau, AK 99801-1082

Dear Senator Therriault:

As the co-owner of a local, family owned business that depends on Juneau’s summer
visitors for our economic viability, | would like to add my voice of support to a change
in Alaska’s marine pilotage laws to allow large pleasure yachts to operate without
additional pilots aboard while in our waters.

Although Miss Scarletts Greenery enjoys a steady local business during most of the
year, | can truthfully state that the income we derive from independent yacht traffic is
crucial to our bottom line. It makes the difference between having a great season and
having one in which we wonder how we1l make it through the very slow fall and winter

until the legislature arrives.

We are one of many small businesses in Southeast that wouldn't typically come to mind
when you think of these affluent visitors. But we supply a product that can only be
enjoyed while fresh, not unlike produce, dairy and meat, which must be purchased

while in port.

Please bear in mind the impact your decision will have on our livelihood. Alaska is the
destination of a lifetime for many of the customers we come in contact with each
summer. The government should be doing all it can to attract these desirable visitors
to our state, especially durirg these times of economic uncertainty.

Thank you for your consideration ofthis issue. Please let me know ifyou would like any
further information regarding our reliance on this important sector of the tourism

industry-but please call after Valentine’s Day. —
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Senator Gene Therriault February 10, 2003
Senate President

State Capitol

Juneau, AK 99801-1082

Dear Senator Therriault:

As the Executive Directoi of the Douglas Island Pink and Chum Corporation (DIPAC) in
Juneau, | am writing to support a change in Alaska law that will allow large private
yachts to travel into Alaskan waters without an additional marine pilot aboard.

As the main producer of enhanced salmon for the communities of northern Southeast,
we are very aware of and concerned about issues affecting sport fishing in the inside
waters. We produce salmon for sport and commercial fishermen, as well as the
expanding local salmon charter business. Although most of our operating funds are
earned in a traditional manner through cost recovery of our fish, a percentage of our
expenses are covered each year by money brought in through the tourism attraction
attached to our hatchery. We host over 100,000 visitors at our facility each summer,
with a growing number originating from non-cruise ship travel.

We in Juneau understand the economic opportunity associated with independent
travelers to Alaska. The cruiseships provide the majority of our client base, but locals,
their relatives and other tourists visiting Juneau have a significant impact. The money
spent in our community by developing the private yacht industry is welcome and
needed. | am in total support of any changes in statute which will increase the traffic to
our area by these desirable tourists. It is my understanding that the current law has
never bsen enforced, and this is all the more reason to investigate changes at this time

Thank you for your consideration of these changes in statute which benefit all the
coastal communities in Southeast Alaska

Sincerely,

/lon Carter
Executive Director
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February 12. 2003

Senator Gene Therriault Senator Con Bunde, Chair
Senate President Senate Labor & Commerce
State Capitol State Capital

Juneau, AK 99801-.1.182 Juneau. AK 99801-1182

RE: Senate Bill 20 - Alaska Board of Marine Pilots

Dear Senators Therriault and Bunde:

The Sitka Economic Development Association would like to encourage your amendment of
Senate Bill 20 to allow an exemption of private boats up to 500 tons from requiring a pilot be
aboard the boat.

Over the last 10 years, Sitka has made a concerted effort to build the number of visits of private
yachts to Sitka. This isgood economic development and has provided needed dollars to Sitka’s
economy. W ithout the exclusion, these boats have made it quite clear they won't travel
Southeast Alaska waters if they have the heavy expense of having a pilot aboard for the voyage.
Tn addition, many boats of this size don’t have the space for a pilot.

Placing a pilot on a private pleasure yacht for safety reasons would be duplicating what
insurance companies are already doing to assure the safe operation of a boat. Insurance
companies require the owner ofa large yacht to name the captain of the vessel and then evaluate
the experience and/or skills this person has to operate such a boat. Once the insurance company
has sufficient confidence the named captain can indeed operate the boat, the policy will then

name that person as the only master of the boat.

The importance ofthe private yacht industry to Sitka can’t be overstated. Please give serious
consideration to the exemption being requested.

Sincerely,

D. Krebs, CEcD
Executive Director

Cc: SEDA Board of Directors
John Litten
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Ki Motor Yacht Mi Gaea
M VICAEA------ o mmmm e

20 February 2003

Senator Gene Therriault
Senate President

State Capitol

Juneau A K 99801-1082

Dear Senator,

A's the M aster ofthe M otor Yacht M i Gaea, | had the opportunity to operate the yacht for her owners in the
beautiful waters of Southeast Alaska during the summer o f2002. This is my second voyage in Alaskan
waters, and by far, the m ost extensive. During this second trip, | became aware of the little known regulation

regarding the com pulsory use ofa marine pilot aboard yachts while cruising Alaskan waters. Further, I

understand that there is currently an effort underway to modify the regulations by providing for an

exem ption to the pilotage requirements for qualified yachts and captains. It is this subject 1w ish to address.
The Motor Yacht M i Gaea is a Cayman Islands registered private yacht, 158 feet in length and 476 Gross
Registered Tons displacement. W e carry as many as 12 guests in the owner's party and a full time crew o f
12. The past summer we spent approximately 50 days underway with owners and their guests, and all o fthe
fuel, provisions, supplies, and equipment required to supply the vessel for that period were purchased in
Alaska, In addition, we hired aircraft, fishing guides, buses, rental cars, and frequented many restaurants

Also associated with many of the larger private yachts are the private aircraft that bring the guests to the

vessels. This generates revenue in aircraft fuel, landing fees, and fees charged by Fixed Base Operators at

®

irports

| conservatively estimate that this yacht and her guests spent in excess of $200,000.00 in the 3 months we
were in Alaska. In my experience, this revenue and the activities that generated it are o f low impact to an
area. W e certainly don't generate the revenues the cruise ships do, but neither do we bring the hordes of

people that inundate some o fyour port cities at times

I would like to plan m ore visits to Alaska, and encourage my fellow captains to do so as well. However,
the pilotage requirement for yachts as currently written, will prevent me and many ofmy colleagues from

doing so.

| GAEA LTD.

Box 268, Bank 0f Nova Scotia Bmldlng, Georgetown, Grand Cayman, British West Indies
Satcom Tel (871/874) 331-945222 -SatcOM Fax: (S71/874) 331-948234
Uss.A. Contact Address; 5 Hog Island Road, Philadelphia. A 19153
Email: Coptatn@MiGaea.com
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The nature ofthe operation of yachts is simply not compatible with the pilotage system. Our owners and
guests make or change plans with very short notice, sometimes only hours. | don’t believe that the pilotage
system ofany area can respond that quickly. I might add that with the exception ofthe Panama Canal,
yachts are generally not required to cany pilots.

My suggestion is to pattern an exemption for yachts simitar to what the State of Washington has done. Prior
to entry into the pilotage area, a yacht captain is required to identify his experience in the waters of the
Puget Sound, identify communications and navigation equipment aboard, and identify crew members and
their experience. This, in addition to the required Alaska State Water Pollution insurance coverage, which
lias its own equipment requirements, should provide for safe navigation and the continuation of tliis valuable
commerce.

Most Sincerely, r,

Mark A“Howard, Master
Motor Yacht Mi Gaea
United States Merchant Marine No. 881 518
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M/Y ALLIANCE

PACCAR Inc
P.0. Box 1516
BUW 0. WA9S009
(425) 453-2529
Skip Setbrmann, Captain Loyd Harris. Engineer
February 6, 2003
Senator Gene Therriault
Senate President
State Capitol

Juneau, AK 99801-1082

Deer Senator Therriault:

I am wrriting to you inmy position as the captain of the MY Alliance, a 136ft American flagged
private yacht homeported in Seattle. Although my vessel is exempted from the current Alaska
marine pilotage laws, 1would like to add my support to the effort underway lo expand this
exemption to allow larger foreign flagged yachts into Alaska waters without an additional marine
pilot

I have two years of experience cruising in Alaska, and have sailed in nearly every body of water
inthe world With a crew of four and eight guests, the economic impact of a visit from our yacht
is a significant one. We regularly take on 12,500 gallons of fuel during a typical season. Our
crewand guest eat in local restaurants on an average of 5 nights during a 3 week trip and shop
heavily whenever we are in port. 1would estimate our spending during a normel cruising season
to be inexcess of $100,000. inthe communities visited by our vessel.

I have recently had contact with other captains and owners who are in the process of making
alternative cruising plans because of the restrictive pilotage regulations in Alaska. It is
unreasonable to expect them to accommodate an additional and unknown crewperson for the
length of time they generally spend on a cruise in Southeast. Owners typically keep their yacht
and crew on 24 hour standby, as to be available to ship out within a period of a fewdays or less.
This also contributes to the impractically of hiring a marine pilot. It is my understanding that the
pilot organization in Southeast prefers to schedule their trips many weeks, if not months, in
advance. It must be very hard lo accommodate our yachts that are required to notify them only
48 hours in advance of entering a pilotage region.

As this law/ has never been enforced, it is serving only to impede commerce in Alaska. Thank
you for your consideration of these changes. | look forward to visiting your beautiful stale again

in the near future,
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February 5,2003

Senator Gene Therriault
Senate President

State Capitol

Juneau, AK 99801-1182

Dear Senator,

Delta Marine, located in Seattle, Washington is a manufacturer of custom luxury yachts
with a complete refit & repair division. Our operation builds and services yachts of up to
225-feet and 1300 gross tons for a global clientele.

Many of our customers look forward to cruising Alaska when departing from Delta.
However, several recent customers have decided to cancel their Alaska trips due to the
stringent pilotage requirements of the State of Alaska. This affects Delta and our
community as well as the waterfront communities of Alaska.

The following are three cases in particular that | wanted to bring to your attention:

The 151" Sally Ann (498 gross international tonnage), after completing a five-year
circumnavigation in 2001, returned to Delta for some routine maintenance work.
The last leg of their amazing journey was to take them to Alaska. However, due to
the rigorous pilotage requirements of the State of Alaska they canceled their crip
and headed south instead.

The 165 Georgia (381 gross international tonnage), is yet another a Foreign
flagged yacht that had plans to cruise Alaska. This story is unique, as this yacht
sailed from the Mediterranean for a complete re*paint at Delta in 2002. as'well as
the opportunity to cruise the beautiful waters of the North Pacific. Once here,
they were made aware of the strict pilotage requirements and too, canceled their
plans to cruise to Alaska.

Finally, die 126" Andrea (456 gross international tonnage), is a tough, seaworthy
expedition yacht due to be delivered by Delta lair this spring. Delta has quickly
become known around the world for building these types ofyachts and this client
has come from Europe to Seattle to build. Although they would like to spend the
summer cruising Alaska, taking this yacbt to the far places it was built to see, they
are planning to cancel their cruise to Alaska, again due to the strict Alaska
pilotage requirements.

This is an issue that will continue to affect Delta, our customers, and the coastal
communities of Alaska. We believe that changes to the law should be addressed as part

Us;» INTis TSU
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ofyour current work on SB 20, the Board of Marine Pilots extension legislation. The
requirement for pilotage ofyachts should be thoroughly reviewed, with a goal of
eliminating or narrowing this requirement.

The large yachts Delta builds and services are well maintained and well run. As a group,
these yachts have an outstanding safety record. Removal ofthe pilotage requirement for
these private pleasure craft is consistent with both maintaining environmental protection
and encouraging economic opportunity, as well as standardizing marine pilotage law
along the entire coastline from Washington to Alaska.

Your attention and efforts arc appreciated. 1fl can be ofany further assistance or
answers any questions please let me know.

Sincerely,

Michelle Jones
Marketing Manager

TOTAL P.03



STATE OF WASHINGTON

BOARD OF PILOTAGE COMMISSIONERS
2911 2rdAvenue, Suite 100

Seattle, Washington 98121
(206)515-3904

(206) 515-3969 FAX

PETITION FOR VESSEL EXEMPTION FROM PILOTAGE REQUIREMENTS

(DATE) NEW RENEWAL

1. Applicant:

Name _

Address

Telephone

2. Owner of vessel, if different from applicant:

Name

Address

Telephone

3. Name of vessel and country of registry:

4. Type and use of vessel, including length (LOA) and gross tonnage (international):

5. Length of time sought for exemption when vessel will be exclusively in the waters of the Puget Sound
Pilotage District and lower British Columbia:



6. Purpose of visit:

7. Names and addresses of captain, crew and passengers: (use additional sheets if necessary)

> Experience of maste* and crew in waters of Puget Sound and lower British Columbia: (attach any
government licenses)

9. ldentities of the captain and/i; crev. who sneak English



10. Type and quantity of fuel and any other potentially environmentally damaging substances on board:

11. Brief description of navigational aids on board:

12, Brief description of communications equipment: (list accessible VHF channels)

13. List any propulsion, navigation or communication equipment not currently operational:
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Despite wavering economies and the threat of global terrorism, 2002 luxury yacht
order book is up 18.4% « Italy tops country listings *11.4 miles of yachts under
construction « Benetti tops builder list » Big gains by Germany, New Zealand,
Australia, Denmark + 507 yachts over 80" under construction

T he luxury yacht industry is dem onstrating
extraordinary resiliency in the face of threats from
a sagging U.S. economy and global terrorism.
While the industry backed off from its red-hot
31% rate of growth in last year’s order book, it still turned in
a surprisingly robust 18.4% increase in total business. While
gains were posted in nearly every quarter, the strongest cor-
porate and national perform-
ers were tricd-and-true
companies and countries.
In terms of overall prod-
uct categories, sailing yachts

1" Yard Name
were up 12.5% and motor
yachts 19.5%. In both motor 1. Azimut/Benetti 56
and sailing yacht categories; 2. Lurssen 8
however, the strongest seg- 3 Ferretti 27
ments were die upper and 4. Feadship 13
lower ranges. Sailing yacht _
orders between 90 and 99 5. SNP Rodriguez 22
feet were up 100%, while the 6. Amels 10
150-foot-plus sail segment 7. Horizon 17
jumped five orders or 50%. 8. Royal Denship 1
In the motor yacht sector, the
80- to 89-foot range leaped 9. Heesen 10
38 orders, or 36.9%, while 1Q-  Trinity 8
die 150-foot-plus range rose 11. Perini Navi 6
1 ordefrs to a total of 73, a 12 dan Lorenzo 12
jump of 17.7%. :
J Tphe only drop in any seg- 13 Destiny 10
ment was among 100- to 14 Westport 8
119-foot sailing yachts, 15. Sunseeker 10

which decreased by three
orders, or 17.6 percent.

Reinforcing die industry trend toward ever-larger yachts,
this year's order book reflects a two-foot increase in die aver-
age size of luxury yachts now under construction to 119.4

Number A; Total
; of Projects, Length

feet. This is due in no small measure to die 160-meter project
started and stopped under a veil of secrecy by Liirssen and
Blohm & Voss for a Brunei owner. Now code named Plat-
inum, the structurally complete 525 footer has a new owner
and will be finished in the Middle East.

In The Wake Of September 11th

In trying to gain perspective on die underlying strengdi of
the luxury yacht industry, numer-
ous builders interviewed for diis
report said die majority of clients
widi whom they were working
prior to the terrorist attacks of

Average 2001 1
Length Rank

6,008 107" 1 September 11th are moving for-
2429 304 4 ward widi dieir projects. Fead-
2421% 90 2 sliip, for example, reported two
new orders in the second week

% * 3 .
283 181 following the World Trade Center
195 &S and Pentagon attacks. Paolo Vitel-
1890%  189* 7 li, chairman of the Azimut-Benet-
1558¢ O+ ti Group, reported that none of the
negotiations underway at die time

1470¢ 134

were broken off after the attacks,
1285+ 199 and that none of his clients had
1218*  152* 8 asked for a deposit to be returned.
1154  192r 1 “The strategy of the terrorists
1,044 a7 13 ha_s not _shovyn any effect,” he
. ' said, adding his clients have open-
1025 103 ly expressed their support for a
o3 117 - business-as-usual climate.

933" 93¢ 10 “Things must move forward,”
Vitelli said, “or odierwise we're
simply playing their game.”
Henk deVries 1ll, managing director of Feadship’s
DeVries Shipyard, draws a similar analysis. Following the

attacks, deVries said he informally checked in widi all his

By the Editors oi’ShotvBoals Inlernalional
Data Compiled By Jamie Welch
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existing and prospective clients. “All of our clients we’re work-
ing with are going ahead,” he said. “Even with this horrible situ-
ation, the outlook at Feadship is good.”

Lurssen’s sales manager, Michael Bremen, said inquiries
remain at a high level. * | refuse to be a pessimist,” Bremen said.
Despite the recent attacks, the outlook remains good for his com-
pany. “The recession was going to happen anyway,” Bremen said,
adding that U.S. Dollar/Euro currency exchanges remain favor-
able for U.S. buyers, a condition that is likely to continue. “Saber-
rattling tends to strengthen the dollar,” he said.

On the production side, several builders reported their chief
concern was the backlog of orders in their dealer networks and
inventoiy. The unwillingness to start new orders on speculation is
reflected in the performance of companies such as England’s
Sunseeker, which this year slipped five notches to 15lh place in
the builder standings.

On the positive side of the production scale is the rise into the
top-20 list of such companies as Lazzara Yachts and Destiny
Yachts. The increased performance of these companies is due in
large measure to their aggressive investment in recent years in
new product development. “The time to move, the time to grow
is on the downturn,” said Dick Lazzara, CEO of Lazzara Yachts,
v hich is introducing two new models, 80- and 106-footers, at the
Fort Lauderdale International Boat Show. "It’s time to pin our
ears back and try to grow market share. We're just fortunate we
started developing new products eighteen months ago. Now,
every month that goes by will make us a stronger company.”

Vitelli also remains bullish on the production side of his
group. The Cannes Boat Show (just prior to the September 11%1
attacks) was excellent he said, and dealers both in Europe and the
U.S. remain optimistic. For Azimut/Benetti’s part, Vitelli said he
is prepared to move forward with a planned Euro$28 million
investment in new construction capacity at the company’s new
Lusben yard in Viareggio.

Orders By Length & Year

Sailing Yachts Motor Yachts
Length  '97'98'99'00'01'02
5 7 7 14 16 17 45 75 48 62 103 141
7 9 8 4 5 10 20 31 36 43 36 44
BTijign-u 7 7 12 14 17 14 71 58 72 71 95 103
6 6 12 14 16 16 32 41 39 47 68 74
s a o | 5 4 3 8 10 15 43 41 45 40 62 73
R Ii|7;1*ES 30 33 42 54 64 72 211 246 241 273 364 435
Charting Upward Progress
Qobs 1997 1998 . 1999 2(e h e
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Top 10 Builder Nations

Niimber Total Length Average *ggij:.

YardName of Projects of Projects  Length > Rank
1. ltay 170 17,686’ 104 1
2. US 99 11,235 113 2
3. Netherlands 61 9,267 152' 3
4.  Germany 12 3,127 261" 5
_5_  New Zealand 22 2,570 117 7

6. Taiwan 24 2,176' 91’ -

7. Australia 14 1,937 138 -
8. WK 18 1,869 104 6
9. Canada 17 1,668’ 98' 8
10. France 15 1,566' 104 9

Gauging Brokerage/Charier Impact

Wiiile the order book reflects continued resiliency in the exist-
ing new-construction sector, weakness in both chartering and
brokerage sales does not bode well for the short-term prospects
of those sectors. Several brokers interviewed in the aftermath of
September 11 reported that die only phone calls they received
were those canceling pending deals. Charter agents and fleet
managers reported charter cancellations for next summer’s
Mediterranean season.

But yacht broker Merle Wood of Merle Wood & Associates,
said he’s seen die market fluctuate wildly in the past and recover

ckly. The issue is not one of not enough people of means to

port die market. “Tons of people have tons more money dian

ive years ago," he said. What will make the telephone
again. Wood said, is when people begin to appreci-
ate the safety and security large yachts represent. He noted that

private airplane leasing and sales are already red-hot. The ques-
tion many people will begin asking themselves is, “Do | want to
check my family into a public resort somewhere, or do | want
them to be on our own private, secure yacht?"

Others, such as Bob Saxon of Bob Saxon Associates, secs
opportunities in the current upheaval. For one, he said, such peri-
ods of crisis always end up “winnowing out” the industry, ulti-
mately leaving strong and responsive companies in a better
position. His company is working quickly to “reshape the charter
product” to make it more attractive to a wider audience. Noting
the bankruptcy of Renaissance Cruise Lines, he is developing an
all-inclusive charter package, including private air transportation,
to make chartering more appealing to traditional high-end cruise
line customers. “There are hundreds of thousands of stranded
cruise ship passengers who are capable of purchasing a yacht
charter vacation,” Saxon said. Noting that the time is ripe for
industry unity, Saxon said, “Everybody fears change. But the best
way to cope with change is to create it yourself."

Who’ On Top

Azimut/Benetti, with an astounding 64.7% jump in new
orders, consolidated its position at the top of the overall builder
~category. A distant second is Liirssen, which increased its orders
to move up from fourth. Feadship, despite its 18% increase
stopped to fourth behind Ferretti, which dropped from second to
third in the rankings on a 3% dip in orders. When considering

only custom builders, Feadship is third.
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Top 10 Custom Builders

© © N o g s~ w DN

N
©

Number <umiy Total
of projects - mmlieet - ; . j

Yard

Benetti 20
LOrssen 8
Feadship 13
Amels
Royal Denship 11
Heesen 10
Trinity 8
Perinl Navi 6
Burger 8

6

Palmer Johnson

Continued on page 98

Average,
Length

139’
304’
181
189’
134
129V
152
192
113
128’

2.773
2,429
2,353
1,890
1,470
1,285
1,218
1,154

907

765
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Top 10 Builders by Average Length'
Number m\verage
"1 .ygrd: vv +..of Projects Length
Lurssen 8 304
Oceanco 3 218’
Oceanfast 3 196'
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Perini Navi

Amels

Brisbane Shipyards
Roval lluisman
Feadsl ip

Abek'.ig & Rasmussen

Yantai Raffles

6
10

13
4
4

192
189
187
182'
181"
175
172
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Search

Ports &Services  Navigation \ Weather X Safety \ Regs 7 vessel Tracking
ASVTS: GMDSS as a Maritime Security Tool: ASVTS Graphics

GMDSS (Global Marine Distress Signaling

System) as a Maritime Security Tool
Published .n Pacific Maritime September 2002

Fortunately, there are already easy, low cost and timely options in place
that can help provide Maritime Domain Awareness now. Vessels
equipped with GMDSS (Global Marine Distress Signaling System) are
capable of automatically sending their vessel’s position on a regular or
modified schedule to a centralized tracking system for dissemination to
the Coast Guard and other federal, state and private entities charged with
addressing maritime security. The International Maritime Organization
(IMO) has prescribed all vessels over 300 gross tons engaged in
international trade be equipped with GMDSS to aid notification of
maritime emergencies. Polling of vessels’ positions can be initiated
when a vessel provides its 96 hour Advance Notice of Arrival, which for
many vessels is 2,000 miles offshore. The position information on
participating vessels can be compared to other data sources, such as
satellite imagery, to identify vessels that have no correlating advance
notice of arrival or vessel tracking information. These few vessels, the
needles in the haystack, become the focus of interest and become

to additional control measures exercised by the Coast Guard, such as
prior boarding, interception at sea, etc.The fastest and least expensive
way to bring this Maritime Domain Awareness tool on line is to tap the
maritime community who has a “shared commitment” to aid homeland
security. The non-profit Maritime Information Service of North
America’s (MISNA) network of marine exchanges can use available
secure chart display software such as Secure Asset Reporting System
(SARS) to process and disseminate the GMDSS generated vessel
position reports to the Coast Guard and other agencies to aid Maritime
Domain Awareness. As the equipment, organizational infrastructure and
software are all in place, this vessel tracking system can be in place ina
matter of months. The cost to the marine industry would be minimal,
averaging less than $30 per month/ per vessel for the satellite
communication fees incurred in sending position reports. MISNA refers
E)o this vessel locating system as the “Automated Secure Vessel Tracking . . . . . . . .

Ed Pa9e Is t*16 Executive Director of
the Marine Exchange of Alaska, and

was previously the Captian of tho

When implemented it will complement the existing and developing VTS Port of Lo® AnSelos/Lon9 Beach

and AIS systems, providing the long range strategic input needed for
Maritime Domain Awareness. Example of ASVTS Tracking.

system”.

The satellite component uses the IMO approved Inmarsat worldwide
satellite communications network to send and receive messages. Once
the owner/operator authorizes access, a vessel tracking entity such as
MISNA can remotely, through a satellite transmission, download a
program into the transceiver directing it to periodically transmit the
vessel’s position to a satellite. The information is then relayed from the
satellite to a Land User Terminal to the end user, i.e. marine exchange,
via e-mail for display on a chart or database and further dissemination to
authorized entities. As the proposed legislation also addresses the
tracking of domestic vessels, there are a number of other satellite or
other communications equipment vessel tracking options available for a

reasonable fee.
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Reporting Service have been testing this system for the last year on CG
vessels, the Alaska Marine Highway System ferries, tug boats, fishing
vessels and a cruise ship. It works!

Coast Guard personnel are already fully tapped assigning their limited
and stretched work force to operate their vessels and aircraft, conduct
security boardings, inspect ships, and patrol our ports. They are not in
the position to now stand up a nationwide vessel tracking system. The
added information/data management workload can quickly and
adequately be done by the Maritime Information Service of North
America and member marine exchanges that can serve as the “trusted

agents”.

As President Bush has stated, we must push our borders further out.
Requiring vessels to operate transponders only when operating in U.S.
navigable waters, extending 12 miles off our shores is not providing
adequate Maritime Domain Awareness. International maritime law and
Freedom of Navigation issues may lead the U.S. to hesitate to require
the operation of transponders out to our territorial sea limit of 200 miles,
or a vessel’s position some 2,000 miles offshore when it provides its 96
hour advance notice of arrival. Security processing incentives can lead
vessel owners and operators to keep their transponders on at all times,
even when they are in foreign ports and waters. A vessel cooperating
with the U.S. ASVTS program can receive “express lane” privileges,
and receive a lower security threat risk rating. The old adage “Time is
Money” applies. A majority of vessels will voluntarily cooperate.

The above provides a straightforward and easy way to implement
Maritime Domain Awareness option. While this is not the panacea and
many other maritime security issues remain to be addressed, the
proposed Maritime Information Service of North America’s ASVTS can
address one of the more vexing aspects of our homeland defense issues

today.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2003 LEGISLATIVE SESSION Bill Version: sB 210
() Publish Date:
Revision Dale/Time (Note if correction): Department:  Labor and Workforco Development
Title: Wage and Hour Overtime Computation BRU: Labor Standards and Safety
Component: Wage and Hour Administration
Sponsor: Senate L&C
Requester: Senate L&C Component Number:___ 345
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

|[CAPITAL EXPENDITURES'

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: None

Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill will retroactively change overtime pay requirements for certain claims during the period of
July 1,1990 through June 2,1999. The department does not anticipate a financial impact as a result

of this legislation.

Prepared by:  Grey Mitchell, Director Phone: 465-4855
Division: Labor Standards and Safety Date/Time: 5/2/03 1:39 PM
Date: 05/02/03

Approved by: Greg O'Claray, Commissioner
Agency: Department of Labor and Workforce Development

For distribution information, call the Governor's Legislative Office

Rvus20at Page_ 1 of 1
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Sponsor Statement
Senate Bill 210

“An Actrelating to the computation ofovertime;
and providing for an effective date.”

By the Senate Labor & Commerce Committee

This legislation is designed to protect Alaska employers who properly
calculated overtime wages for their employees prior to the effective date of
Ch. 43, SLA 99 (HB201), and correct an erroneous judicial interpretation of
Alaska’s Wage and Hour Act.

In 1999 the Alaska Legislature passed HB 201 dealing with the issue of wage
“pyramiding” (paying overtime wages more than once for the same hour of
overtime work). Unfortunately, a last minute amendment deleted the Act’s
retroactive effective date (April 1, 1997). Though future claims were clearly
precluded, those claims existing on or before the effective date of HB 201
remained active. As a result several employers were sued for calculating
overtime wages exactly how the Alaska Department of Labor had instructed
them to do it. Every other business in the state used the same method.

This measure, once and for all, brings certainty to the interpretation of
computing overtime under Alaska’s Wage & Hour Act. These changes are
consistent with both concerns and policy goals expressed by the Legislature
in the enactment of Chapter 43, SLA 99 and official State Department of
Labor practices going back to pre-statehood.
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGin ATIVE AFFAIRS AGENCY

STATE OF ALASKA State Capitol
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or rem oved prior to a final court judgmen:t This is a fairly uncomm on situation, and
there are only a few court cases, none in Alaska

I have read the cases referred to by M r Oesting and M r. Jenkins and researched to see i
any ofthem had been overruled on the points relied on for their argumen:t It appears that
their argument is sound. Because the Alaska court has not ruled on this exact issue, | can
only speculate as to the outcome of a lawsuit on this point However, the arguments
made in the m em orandum are persuasive, and | am not aware of any contrary case law on
the point at issue Because this issue has not been ruled on in Alaska, | cannot be certain,
but using the arguments and cases cited in the memorandum from Davis, W right and
Tremaine, it seem s m ore than likely that a retroactive law in this area w ould not be found
to unconstitutionally violate due process.

I'f I'm ay be of further assistance, please advise

03 -078.mdr
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Davis Wright Tremaine LLP

ANCHORAGE OFFICE

TO: Barbara Craver

FROM: David Oesting
Eric Jenkins

DATE: April 7,2003

RE: Retroactive Application of Amendments to the Alaska Wage and
Hour Act

Question Presented

Can the Alaska Legislature retroactively amend AS 23.10.060(b) to
foreclose pyramiding of daily and weekly overtime hours?

Brief Answer

Yes. Retroactive amendment of statutory schemes is permitted provided that
the legislature clearly expresses its intent and the proposed amendment does not
deprive parties of property rights without due process. Where a right of action
does not exist at common law but instead depends solely upon statute, that right
does vest until reduced to a final unappealable judgment. Statutory rights, by their
very nature, are acquired and pursued with the knowledge that the statute upon
which they depend may be amended or repealed at any time by the legislature,
thereby altering or extinguishing the right. Federal courts have examined at least
two prominent retroactive amendments to the Fair Labor Standards Act (“FLSA”)
and upheld both amendments in the face of constitutional challenges.

Background

In 1999, the Alaska Legislature amended AS 23.10.060(b) to correct an
erroneous judicial interpretation of the statute that authorized the so-called
"pyramiding” of overtime hours. Pyramiding permits an employee to be paid both
daily and weekly overtime for the same hour of work. For example, an employee

ANC 666771 20397-52
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who works ten hours on Monday and eight hours on each ofthe remaining four
days of the week (42 total hours), would receive 2 hours of overtime for having
worked in excess of eight hours on Monday, and an additional two hours of weekly
overtime because the final two hours on Friday exceed the 40 hour weekly total.
Thus, pyramiding grants the employee four hours of overtime for two hours of
additional work. Even more peculiar, however, is the fact that an employee who
worked ten hours on Friday and eight hours the first four days ofthe week, would
receive only two hours of overtime despite having worked the exact same
workweek. The California Court of Appeals noted the irrational results produced
by pyramiding when it rejected pyramiding as a proper construction of California
law in Monzon v. Shaefer Ambulance Service. Inc.. 273 Cal.Rptr. 615, 627 (1990).

Not surprisingly, pyramiding conflicts with the consistent and longstanding
instructions given to Alaska employers by the Alaska Department of Labor
(“DOL”). £ee Department of Labor, Wage and Hour Opinion Letter #63 (March
5, 1987); fiee Wage & Hour Opinion Letter # 120 (April 25, 1997); Wage & Hour
Opinion Letter # 127 (April 7, 1998). DOL Commissioner Ed Flannagan testified
in support of the 1999 legislature before the House Labor and Commerce
Committee and noted that pyramiding created an unfair and unjustified obligation
for employers who have been paying overtime in accordance with the DOL’s own
instructions for decades. The Alaska Legislature responded by promptly passing
(with only a single vote in opposition) legislation which amended AS 23.10.060(b)
and confirmed that the statute was not intended to require pyramiding of overtime
hours. The legislation that is currently under consideration would make that
amendment retroactive and would protect employers who paid overtime in good
faith prior to the 1999 amendments.

Discussion

A.  Retroactive Legislation is Permitted Provided that the Legislature Clearly
Expresses Its Intent and the Legislation Does Not Deprive Parties of
Property Rights Without Due Process.

The ability ofthe Alaska Legislature to pass retroactive legislation is
recognized by AS 01.10.090, which states that legislation will be assumed to
operate prospectively unless the enacting legislation expressly declares otherwise.
See also State. Alcoholic Bev. Cont. Bd. v. Odom Corp.. 671 P.2d 375, 377
(Alaska 1983) (referencing AS 01.10.090 and noting that “[h]ad the legislature

ANC <Sfi(iTrvl 20397-52
47.03 2
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stated expressly that it intended the revised fee schedule to apply retroactively to
January 1,1980, we have no doubt that such retroactivity would be permissible.”)

While prospective application is contemplated for the majority of legislation,
courts have long recognized that the legislature not only has the power to pass
retroactive legislation, but that retroactive laws often serve important purposes:

It may be said that this legislation is retroactive; and as applied to the
case before us, it is so. But there is no constitutional inhibition
against retrospective laws. Though generally distrusted, they are
beneficial and sometimes necessary. Where they violate no provision
ofthe Constitution of the United States, there exists no power in this
Court to declare them void. A

Ferrer v. Waterman S.S. Corp.. 76 F.Supp. 601 (D.P.R. 1948). The Ninth Circuit
Court of Appeals reaffirmed these principles in Austin v. Citv of Bisbee. Ariz.. 855 Ar\Vi

F.2d 1429, 1435 (9,n Cir. 1988), noting: N

The retroactive application of a federal statute (other than an ex post
facto law or a bill ofattainder) is not forbidden under the Constitution

so long as due process requirements are met

Like Ferrer, the Austin court was examining the constitutionality of a retroactive
amendment to the FLSA.

B. Retroactive Amendment of AS 23.10.060fb) Does Not Impair Vested Rights
or Violate Due Process.

The Due Process Clause of the Federal Constitution, and its Alaska
counterpart, prohibit the government from depriving persons of property without
due process of law. Austin. 855 F.2d at 1435-36. Within the context of economic
legislation, due process requires that government actions which implicate protected

property rights be neither arbitrary nor irrational.

Even if Austin had a cognizable property right to overtime
compensation his claim fails on due process grounds. The FLSA is
one of myriad legislative Acts adjusting the burdens and benefits of
economic life. Such legislation comes to the Court with a
presumption of constitutionality, and the burden is on the one

ANC 66677v120397-52
4.7.03 3
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complaining of a due process violation to establish that the legislature
has acted in an arbitrary and irrational way ... Retroactive application
of economic legislation meets the test of due process simply if
retroactive application ofthe legislation is itselfjustified by a rational
legislative purpose.

Austin, 855 F.2d at 1436 (internal citations omitted). See also Gracyzk, 229
Cal.Rptr. at 501 (“Vested rights are not immutable; the state, exercising its police
power may impair such rights when considered reasonably necessary to protect the
health, safety, morals and general welfare of the people.”).

Retroactive amendment of AS 23.10.060(b) would thus be proscribed by the
Due Process Clause only if: (1) property rights which are cognizable under the
Due Process Clause would thereby by circumscribed; and (2) retroactive
amendment of the statute would be arbitrary or irrational.

l. Retroactive amendment of AS 23.10,06003) does not impair anv
protected property rights.

Rights that are created by statutory schemes such as the FLSA and the
Alaska Wage and Hour Act are inchoate and do not become vested property rights

until reduced to final judgment.

Rights under the Fair Labor Standards Act came into existence only
by virtue of an act of Congress. These rights did not exist at common
law, nor were they established by the Constitution. Therefore, since
these rights were created by the Congress, they may be taken away in
whole or in part, or altered, by Congress which established them at
any time before they have ripened into a final judgment.

Ferrer. 76 F.Supp. at 603 (citing cases). See also Graczvk v. Workers’ Comp.
Appeals Bd.. 229 Cal.Rptr. 494, 501 n.5 (1986) (“The justification for the rule that
a statutory right of action may be repealed is that all statutory remedies are pursued
with full realization that the Legislature may abolish the right to recover at any

time.”).

In Austin, the Ninth Circuit reiterated the analysis set forth in Ferrer and
Graczvk, and applied that analysis to hold that no protected property rights were
implicated by retroactive amendment ofthe FLSA:

ANC 66677VI 20397-52
4.7.03 4
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In the case at bar, the overtime had been performed and suit for its
compensation had been commenced by Austin prior to the effective
date of the amendments. We nonetheless find that in this instance
Austin was not deprived of a right without due process ... A cause of
action is a species of property protected by the Fourteenth
Amendment’s Due Process Clause. However, it is inchoate and
affords no definite or enforceable property right until reduced to final
judgment. Thus Austin perfected no right in his cause ofaction
before the amendments were passed. Nor does he possess a vested
right in overtime compensation. Property rights to public benefits are
defined by the statutes or customs that create the benefits. When as
here, the statute authorizing the benefits is amended or repealed, the

property right disappears.

Austin. 855 F.2d at 1435-36 (internal citations omitted). It is for this reason that
Alaska, like most other states, has enacted a general savings statute (AS 01.10.100)
which provides that the repeal of a statute shall not extinguish any liability incurred
under that statute unless the enacting legislation expressly so provides.

2. Retroactive amendment of AS 23.10.060(b) is neither arbitrary nor
irrational.

Even if amendment of AS 23.10.060(b) could be said to impact protected
property rights - which it docs not- it would not violate due process unless the
legislature acted in a manner that was arbitrary or irrational. The retroactive
amendments to the FLSA at issue in Austin and Ferrer are particularly instructive
in addressing the justification for, and efficacy of, retroactive amendment of AS

23.10.060.

a. Austin v. City of Bisbee. Ariz,

In 1985, the U.S. Supreme Court decided Garcia v. San Antonio
Metropolitan Transit Authority. 469 U.S. 528 (1985). Garcia rewrote the
landscape of federalism and held that state and local government entities were
subject to the FLSA. Nine months after Garcia was decided, Congress stepped in
to retroactively exempt cities and states from compliance with the FLSA and grant
state and local governments a transitional period ofslightly in excess of a year

ANC 66677v] 20397-52
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within which to adjust budgets to the unexpected liability created by Garcia.
Austin. 855 F.2d at 1434-35.

Austin was one of a number of plaintiffs who brought suit for .alleged
violations ofthe FLSA during the transition period, claiming that Congress
exceeded its authority in retroactively exempting municipal governments from
compliance with the FLSA. Austin both performed the work at issue, and filed
suit, prior to the passage of legislation exempting his employer from compliance
with the FLSA. Austin. 855 F.2d at 1435. Nevertheless, the Ninth Circuit held
that the amendment did not disturb any protected property rights, and that
Congress’ decision to retroactively exempt state and municipal governments was
neither arbitrary nor irrational. Rather, given the unexpected liability created by
Garcia, the Ninth Circuit concluded that it was entirely reasonable to retroactively
amend the FLSA and provide state and local governments with a transition period
within which to adjust work practices, staffing patterns, and fiscal priorities. 1d, at

1436.

b. Ferrer v. Waterman S.S. Corp.

Ferrer involved a constitutional challenge to passage of the Portal-to-Portal
Pay Act (codified at 29 U.S.C. §8251-62), an early amendmentto the FLSA. The
Portal-to-Portal Pay Act addressed, among other things, whether time spent
walking to worksites, and other preliminary activities on the premises ofthe
employer, constituted compensable work under the FLSA. Ellen C. Keams, The
Fair Labor Standards Act 19-20 (1999); Hollingsworth v. Federal Mining &
Smelting Co.. 74 F.Supp. 1009 (D.ldaho 1947). Congress passed the Act in
response to the U.S. Supreme Court’s decision in Anderson v. Mount Clemens
Pottery Co.. 328 U.S. 680 (1946), which held that such activities did indeed
constitute compensable work time. Id The Portal-to-Portal Act declared that such
activities, whether undertaken before or after passage of the Act, were
compensable only if made so by an express provision in a contract of employment.
See 29 U.S.C. 8§88 252-54: Ellen C. Keams, The Fair Labor Standards Act 19-20

(1999).

Congress explained the justifications for passage of the Portal-to-Portal Pay
Act in 29 U.S.C. §251:

The Congress finds that the Fair Labor Standards Act of 1938, as
amended 29 U.S.C.A 8§ 201 et seq., has been interpreted judicially in

ANC 66677v| 20397-52
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disregard of long-standing customs, practices, and contracts between
employers and employees, thereby creating wholly unexpected
liabilities, immense in amount and retroactive in operation [because
court decisions necessarily operate retroactively] upon employers with
the result that, if said Act as so interpreted or claims arising under
such interpretations were permitted to stand, (1) the payment of such
liabilities would bring about the financial ruin of many employers and
seriously impair the capital resources of many others ...

Despite the fact that it applied to pre-enactment conduct, the courts rejected any
contention that retroactive amendment of the FLSA disturbed vested rights and
upheld the Portal-to-Portal Pay Act as a valid exercise of Congress’ power. See,
e.g., Ferrer. 76 F.Supp. at 603; Hollingsworth. 74 F.Supp. at 1023; Holland v.
General Motors Corp.. 75 F.Supp. 274, 278-79 (W.D.N.Y. 1947). Statutory rights
are pursued with the realization that the repeal or amendment of the statute may

alter or extinguish those rights at any time. Id.

Like the legislation at issue in Austin and Ferrer, the 1999 amendments to
the Alaska Wage and Hour Act were passed in response to ajudicial decision that
the Alaska Legislature declared to be enoncous and a serious threat to Alaska
employers ifnot promptly corrected. See 1999 SLA Ch. 43 § (1). Whatever rights
are claimed in reliance upon the prior version of the statute are inchoate and afford
no definite or enforceable property right until reduced to final judgment. Passage
of legislation retroactively amending AS 23.10.060 would by no means be
arbitrary or irrational, nor would it implicate legally cognizable property rights.
Indeed, since the judicial interpretation adopting pyramiding was rendered by a
lower court, rather than the Alaska Supreme Court, any due process challenge

would be all the more tenuous.

C. Retroactive Amendment of AS 23.10.060 Would Not Impair the Obligation
of Contracts.

A final challenge to retroactive amendment of statutory schemes such as the
FLSA and Alaska Wage and Hour Act is that such amendments violate the
Contract Clause ofthe federal constitution. The Contract Clause prohibits
legislative bodies from passing legislation that impairs the obligation of contracts.
Retroactive amendment of the FLSA, it is argued, impairs the obligation of
contracts since the key provisions of the FLSA are considered to be a part of all

ANC 66677v120397-52
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contracts of employment. The Alaska Wage and Hour Act also contains such a
provision. See AS 23.10.060(c).

Ferrer considered and rejected the contention that retroactive application of
the Portal-to-Portal Pay Act impaired the obligation of contracts:

Even though it be conceded, which it is not, that the Fair Labor
Standards Act, 29 U.S.C.A. §201 et seq., created a contractual right at
law which must be read into ever contract of employment covered by
it, there is nothing to prevent Congress, in the exercise of the
commerce clause power to modify that right. Contracts, however,
express, cannot fetter the constitutional authority ofthe Congress.
Contracts may create rights of property, but, when contracts deal with
a subject-matter which lies within the control of the Congress, they
have a congenital infirmity. Parties cannot remove their transactions
from the reach of dominant constitutional power by making contracts

about them.

Ferrer. 76 F.Supp. at 603 (quoting Norman v. Baltimore & O.R. Co.. 294 U.S. 240
(1935). Thus, although the provisions ofthe FLSA and Alaska Wage and Hour
Act are incorporated into every contract of employment, the right ofthe legislature
to amend or eliminate those rights is also included. Were the rule otherwise, the
obligations ofthe parties under multi-year contracts of employment would be
unconstitutionally impaired every time amendments are made to the FLSA or

Alaska Wage and Hour Act.

Conclusion

Retroactive amendment of AS 23.10.060 is permissible. Statutory rights are
pursued with full knowledge that the legislature may amend or repeal the statute
upon which those rights depend at any time. Retroactive amendments which
Impact statutory rights do not implicate property interests which are entitled to
protection under the Due Process Clause. Moreover, even where protected rights
are at issue, government action may circumscribe those rights provided that the
government does not act in a manner that is arbitrary or irrational. Amending AS
23.10.060 in the proposed manner is neither arbitrary nor irrational. Rather, it is
consistent with the concerns and policy goals expressed by the Alaska Legislature

in 1999 SLA Ch. 43 § 1

ANC ft6f>77vl 20397-52
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Chapter 43

AN ACT

Relating to the computation of overtime; and providing for an effective date.

* Section 1. LEGISLATIVE FINDINGS. The legislature finds that

(1) some courts in the state have misinterpreted the intent of AS 23.10.060(b)

as it read before the effective date of this Act in a manner that may result in employers being
obligated to pay excessive overtime compensation; in particular, these courts have interpreted
AS 23.10.060(b) so that hours worked in excess of eight hours in a day are counted in order
to determine whether overtime is due under the statute’s provision requiring payment of
overtime for hours worked in excess of 40 hours a week; the courts’ interpretation has the
unintended result of requiring employers to pay overtime under the statute’s provision
requiring payment of overtime for hours worked in excess of 40 hours a week under

circumstances in which the employee has not yet worked 40 hours at the employee’s regular

rate of pay;

1- CSHB 201(FIN) am S



Chapter 43

(2) the intent of this bill is to override the superior court’s decision in naj

Inc., d/b/a Westours Motor Coaches, Inc., UU-g6-l734 ~

1

2 v. Holland America Line,
3 concerning the calculation of overtime wages; the court in that case misinterpreted the it
4

of AS 23.10.060(b);
(3) AS 23.10.060(b) as it read before the effective date of this Act wasr

5
6 intended to require employers to pay at the overtime rate under the statute’s provis*
7 requiring payment of overtime for hours worked in excess of 40 hours a week unless and i&
8 employees had first worked 40 hours at the regular rate of pay; and
9 (4) although the legislature believes that AS 23.10.060(b) should not have b”-
10 interpreted by the courts in a manner inconsistent with the finding in (3) of this section iff
11 legislature further finds that it is necessary to amend AS 23.10.060(b) in order to eliminate
12 any doubt on this subject. Relating to
13 * Sec. 2. AS 23.10.060(b) is repealed and reenacted to read: fishermen's
14 (b) If an empioyer finds it necessary to employ an employee for hours in
15 excess of the limits set in this subsection, overtime compensation for the overtime a
16 the rate of one and one-half times the regular rate of pay shall be paid. An employee
17 is entitled to overtime compensation for hours worked in excess of eight hours a day. BE ITEM
18 An employee is also entitled to overtime compensation for hours worked in excess of
19 40 hours a week; in determining whether an employee has worked more than 40 hours jl
20 a week, the number of hours worked shall be determined without including hours that
21 are worked in excess of eight hours in a day because the employee has or will ke
22 separately awarded overtime compensation based on those hours.
23 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
Approved

Actual Effi
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SB 218 STATE PROCUREMENT PILOT PROGRAM
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FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title An Acl authorizing a pilot program relating lo state BRU
procurement ...and providing an effective date.

Sponsor (S) Labor and Commerce

Requester (S) Labor and Commerce

Fiscal Note Number:
Bill Version: SB218
() Publish Date:

Dept. Affected; Administration
Centralized Administrative Services

Component Purchasing

Component No. 60

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2004
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE
1002 Federal Receipts
1003 GF Mrtch
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0

Estimate of any current year (FY2003) cost:

FY 2006 FY 2007 FY 2008 FY 2009

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach aseparate pape if necessarv)

The hill would authorize a pilot program related to state procurement and use of electronic commerce

tools.

The cost of the pilot program is undetermined. The hill will not require an additional appropriation.

Prepared by: Vern Jones. Chief Procurement Officer

Division General Services
Approved by: Mike Miller, Commissioner
Agency Administration

(Reised 92TR0VB)

Phone (907)465-5684
Date/Time 5/12/03 7:42 AM

Date 5/12/2003
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Sponsor Statement
SB 218

A Pilot E-commerce Procurement and Supply Chain M anagement Program

“An Act authorizing a pilot program relating to state procurement and the use of
electronic commerce tools; and providing for an effective date”

In our current fiscal situation, the Alaska Legislature has a duty to seek out cost
savings and efficiencies in governmen:t Especially important are savings in the overhead
costs o fgovernm ent — iie., “back office” functions. These functions can and should be
stream lined leaving more funds available to support important program needs.

The costs of procurement and supply chain management represent a substantial
portion of the state’s back office overhead W ith only a few exceptions, the state

performs these functions using outdated business processes that do not take full

advantage of electronic comm erce opportunities and other strategies like the use of third
party specialists

M any Alaskans share a desire to become world leaders in modern logistics and
supply chain management W e have companies right here in Alaska that play leading
roles in Internet e-commerce, procurement and related fields Utilizing this specialized
expertise will not only reduce the cost of government, but also strengthen A laska:’s

com petitive position

A controlled pilot program is a responsible approach to this opportunity. It will
let the Alaska Legislature m onitor progress, validate the cost savings and review other
benefits (and drawbacks) before m aking a full comm itm ent. It is a gradual approach that
m inimizes the risk of failure

It is im portant that the pilot program be sufficient to justify technological and
operational transition costs. A m axim um of tw o departments, plus tw o state enterprises,
will be selected by the Com m issioner of Adm inistration for the pilot

To be effective, a private sector specialist will need delegated authority to
represent the state in perform ing electronic com m erce, procurement and vendor
performance management, hence the need for enabling legislation and tem porary
exem ption from A S 36.30 (Procurement Code) The commeissioner of administration
will be responsible for establishing controls and procurement procedures for the pilot
program This pilot will provide the Alaska Legislature with valuable information with

w hich to evaluate the future m odernization o f A S 36 .30
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Sponsor Statement
CSSB 218
State Procurement Pilot Program

The proposed committee substitute for SB 218 will extend the sunset
date on the state procurement pilot program authorized by the
passage of HB 313 last legislative session (HB 313 was the House
companion bill to the prior version of SB 218). HB 313/SB 218 was to
authorize the Department of Administration to enter into a pilot
program under which the department contracts with a person/entity
from the private sector to provide for the delivery of procurement
services and electronic commerce tools to the state.

The timeframe proposed in the legislation envisioned an initial 3-year
pilot for the program, but unfortunately the state competitive RFP
process and labor union appeals lasted nearly a year, effectively
using up the first year of the proposed pilot. The CS for SB 218
would extend the sunset date for the pilot from July 1,2006 until July
1, 2009, to allow the state (at its sole discretion) to continue the pilot
until that time.

Now that the procurement pilot program is moving toward
implementation, indications are that the cost savings for state
government through the utilization of specialized supply chain
management and electronic commerce, tools will be significant.
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CS FOR SENATE BILL NO. 218(L&C)

1IN THE LEGISLATURTE OF THE STATE OF ALASK A

T W ENTY -TH IR D LEGISLATWURTE - SETZCONTD S ESS 10N

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): Senate Labor and Commerce Committee

A BILL
FOR AN ACT ENTITLED
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Alaska Railroad Position
SB 237-“Alaska Railroad Workforce Development Scholarship Program”

Senate - Biil 237 seeks to “foster the long-term development of an educated and skilled workforce for the Alaska
Railroad" by requiring ARRC to award $1,200,000 peryear in scholarships to “qualified residents for education
and training in management, administration, technical, skilled, and service professions necessary to maintain

and operate the Alaska Railroad."

While management for the Alaska Railroad Corporation (ARRC) strongly believes that investing in an
educated and skilled workforce is essential to operating a safe and successful railroad, we do not
support Senate Bill 237. Senate Bill 237 seeks to remedy a problem that does not exist and fails to recognize
the extensive training and education programs already provided for Alaska Railroad employees. In 2003, the
Alaska Railioad spent Sl .8 million dollars on workforce development programs and plans to sustain that level of

support in the years to come.

The Alaska Railroad does not support Senate Bill 237 for the following reasons:

1.

This Bill seeks to remedy a oroblem that does not
exist. Senate Bill 2371 contains no findings or
other evidence that ARRC is currently
experiencing a shortage of “skilled and educated”
employees or expects such a shortage in the
future. The truth is that there is an abundance of
Alaskan workers who can fill the few openings
ARRC has each year for management,
administration, technical and professional
employees. The only area where ARRC may have
problems recruiting a qualified employee is inthe
specialized railroad trades such as carmen and
locomotive electricians. This Bill will not increase
the pool of qualified workers in these trades
because there are no Alaska schools that teach a
person how to be a carman, locomotive
electrician, conductor, locomotive engineer,
roadmaster or track inspector.

ARRC trains its own workers in the specialized
skills needed to operate the Railroad. Specialized
railroad skills are obtained through apprenticeship
programs and other in-house training that ARRC
provides to new employees. As mentioned,
ARRC spent approximately $1.8 million last year
to educate and train newemployees, and over the
past five years, 93% of these new employees
have been Alaska residents. Requiring ARRC to
hand out $1,200,000 per year in scholarships to
unnecessarily educate managers, administrators,
computer technicians, accountants, lawyers and
other white collar employees that are already in

abundant supply in Alaska would actually reduce
the amount of money ARRC needs to provide its
operational employees with unique railroad
specialized training.

The amount proposed for annual scholarships is
excessive. The cost of a full ride scholarship at
the University of Alaska, Anchorage is
approximately $8,000 per year. Requiring ARRC
to provide $1,200,000 per year for such
scholarships means that we would be paying to
educate 150 people per year to work at ARRC
when there are only about 70 full time, permanent
job openings per year. Thus there would be no
ARRC jobs for approximately 50% of the people
trained each year.

No guarantee that scholarship recipients would be
required to work for ARRC. The Bill does not
require scholarship recipients to actually go to
work for ARRC when they complete their training,
nor does it require payback to the ARRC if they
fail to complete their training.

Federal funds loss. ARRC net earnings are the
only source of federal match funds (no state
match funds provided). ARRC has a 9% Federal
Transit Administration match. Requiring ARRC to
pay $1.2 million for unneeded “scholarships"”
could cause ARRC to lose over $12 million in FTA

formula funds.



FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title AK Railroad Education Apprentice
Program

Sponsor Senator Cowdery

Requester Senate Labor & Commerce

Expenditures/Revenues

OPERATING EXPENDITURES FY 2005
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0

Estimate of any current year (FY2004) cost:

0.0

0.0

Fiscal Note Number:
Bill Version:
( Publish Date:

Dept. Affected:

'RDU
Component Alaska Railroad Corporation

Component No.

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
FY 2006

FY 2007

0.0

FY 2008

0.0

(Thousands of Dollars)

0.0

0.0

FY 2009

0.0

0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate pace if necessary)

The Alaska Railroad Corporation (ARRC) is a public corporation supported by revenues generated through freight,

FY 2010

0.0

0.0

passenger and real estate services. ARRC does not receive state subsidies for operations or capital improvements,
but does receive federal grants used to reimburse certain costs, the vast majority of which relate to capital projects.

This bill requires $1.2 million of the corporation's net earnings to be paid in scholarships to Alaskan residents. ARRC

currently pays for education and training for all Alaska Railroad hired employees. To administer a scholarship

program of this magnitude will require ARRC to hire an additional full-time professional employee. Additionally, the
corporation will need consulting services to provide recommendations on structuring the program initially and making

any recommended changes as the program continues.

Prepared by: Wendy Lindskoog, Director of External Affairs

Division Alaska Railroad Corporation

Approved by.  Edgar Blatchford, Commissioner

Agency

(Revised 0/2003 0MB)

Department of Community & Economic Development

Phone (907) 265-2498
Date/Time 1/23/04 5:30 PM

Date 1/23/2004

Page 1of



FISCAL NOTE

STATE OF ALASKA BILL NO. SB 237

2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION
The following table outlines estimated ARRC expenditures for this legislation (Thousands of Dollars):

OPERATING EXPENDITURES FY05 ~ FY06  FYO7  FY08  FY09 FY10

Personal Services 80.0 800 80 800 800 80.0
Travel 20 20 2.0 20 20 20
Contractual 80.0 100 100 100 100 100
Supplies 10 10 10 10 10 10
Equipment 50 00 00 00 00 00
Scholarships 12000 12000 12000 12000 12000 1.2000
TOTAL OPERATING 1,368.0 12930 12930 12930 1293.0 1,293.0
FUND SOURCE

Alaska Railroad Revenues ~ 1,368.0  1,293.0 12930 1293.0 12930 12930

Page 2 of 2.



Sen. JohnJ. Cowdery, Co-Chair
Senate Transportation Committee

Call: 465-4921  Fax: 465-2069

SECTIONAL ANALYSIS /7 SB232

Section Lofthis bill amends AS 42.40.250 which sets outthe general powers ofthe
Alaska Railroad Corporation (42.40) by adding anew paragraph authorizing the
corporation to administer the Alaska Railroad workforce developmentscholarship

program.

Section 2 ofthis bill amends AS42.40 by adding a new section providing for the
establishment ofthe scholarship program within the Alaska Railroad Corporation.
The corporation shall award scholarships to Alaska residents to attend colleges and
universities and postsecondary technical and vocational schools in Alaska for
training in management, administrative, technical, skilled and service professions

necessary to maintain and operate the Alaska Railroad.

Therecipientofa scholarship may use the scholarship to pay for tuition., books,
supplies, housing, food, transportation and related educational expenses while

enrolled in a qualified education program.

The corporation will award at least $1,200,000 in scholarships each year from the
corporation’snetrevenue.

Theboard ofdirectors ofthe corporation shall adoptrules as itconsiders necessary
toimplement the scholarship program.

Section 3cfthisbill amends the purpose of ch. 153, SLA, 1984 which enacted the
Alaska Railroad Corporation Act, toinclude the development ofan educated and
skilled workforce to operate, maintain and develop the Alaska Railroad, as one of
the purposes forwhich the legislature created the Alaska Railroad.

Additional explanation:

Under terms of the federal Alaska Railroad Transfer Act (P.L. 97-469 Title IV), the
“revenues generated by the State-owned railroad shall be retained and managed by
the State-owned railroad forrailroad and related purposes” 45 U.S.C. 1207(a)(5);

with emphasis added.
SB 237 seeks to satisfy the federal requirement thatrailroad revenue be used for
“railroad and related purposes” by providing that the workforce development

scholarships are available for those educational programs that offer the skills,
training and education necessary to provide an educated and skilled workforce to

maintain and operate the Alaska Railroad.

1-22-2004
rfa



Senator January - May:
State Capitol, Suite 101
Juneau, Alaska 99801-1182
Anchorage Tel: 907-465-3879
L Toll Free: 888-269-3879
Fax: 907-465-2069

John J. Cowdery

May - December:
716 W. 4th Avenue
Anchorage, Alaska 99501
Senate Tel: 907-269-0222
Fax: 907-269-0223

Committees

Chair: Rules

Chair: Transportation

Chair: World Trade &
State/Federal Relations

Legislative Council
Senator_John_Cowdery@ legis.state.ak.us

SPONSOR STATEMENT FOR SB 237

"An Actrelating to the Alaska Railroad Workforce development scholarship program.”

Sthe Alaska Railroad continues its importantrole in the development of

Alaska’s economy through its continually improving infrastructure, itis
critical that qualified Alaskans be available to fill the manpowerneeds of the

railroad.

SB 237 requires the Alaska Railroad to establish, administer and annually fund a
workforce developmentscholarship program with $1.2 million of railroad funds. This
would be applied toward in-state study for vocational programs or postsecondary

education.

The scholarshipswould be for study in fields related to railroad operation; this could
include any field from accounting to welding.

SB 237 establishes that the scholarship program is “railroad and related purpose” as
setby the federal legislation which originally transferred the Alaska Railroad to the

state.

Youcan'tspend abad dollar on education. SB 237 is a win-win situation for the
Alaska Railroad and Alaska’s high school graduates. The Alaska Railroad will benefit
from ready access to graduates with the specific skillsneeded in railroad operation,
while Alaska students will gain an additional source of funds for continuing

education for Alaskans in Alaska.

1-22-2004
rfs
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In relationto SB . ..
“An Act Relating to Gaming”

As SB 242 currently reads:
Page 5, Lines 29-31 cont. on Page 6, Lines 1-2

Article 2. Gaining Activities
Sec 05.18.100. Gaming Activities. The commission shall
authorize the gaming activities that the commission
determines to be appropriate. The com mission may not
authorize a charitable gaming activity unless thatactivity is

authorized under AS 05.15.

A s the current Statues read:

Sec. 05.15.180. Limitations on authorized activity.

(@ This chapter does not authorize the use of playing cards, dice, roulette
wheels, coin-operated instruments or machines, or other objects or
instruments used, designed, or intended primarily for gaming or gambling or
any other method or implement not expressly authorized by the department.

(b) With the exception of raffles, lotteries, bingo games, pull-tab
games, race classics, rain classics, goose classics, mercury classics, deep
freeze classics, dog mushers' contests, snow machine classics, canned
salmon classics, salmon classics, and king salmon classics, an activity may
not be licensed under this chapter unless it existed in the state in
substantially the same form and was conducted in substantially the same
manner before January 1, 1959. A snow machine classic may not be licensed
under this chapter unless it has been in existence for at least five years
before the licensing.

AS 05.15 Limits on Gaming Activity
February 16, 2004



lanuary mMay.

Senator
Slate Capitol, Suite 101
John J. Cowdery luneau, Alaska 99801-1182
Anchorage Tel: 907-465-3879
Toll Free: 888-269-3879

Fax: 907-465-2069

Com‘mittees May - December-.

Chafr.: Rules _ 716 W. 4th Avenue

g:::: xi:fg?rr:;fl Anchorage, Alaska 99501
Senate Tel: 907-269-0222

Stale/Federal Relations
Fax: 907-269-0223

Legislative Council

State Affairs Senator_John_Cowdery@legis. stale,ak.us

SPONSOR STATEMENT FOR SB 242

"An Actrelating to gaming."”

C R A O forms acommission to regulate all forms ofgaming activity. This
includes current forms, and additional forms that may be authorized

by the legislature under AS 15.15.100 in the future.

If, sometime in the future, additional forms ofgaming become legal in Alaska, it
will be critical that appropriate regulatory oversight be in place. The goal of SB
242 is to put this regulatory framework in place by establishing the Alaska Gaming

Commission within the Department of Revenue.

This bill establishes parameters for a seven-member commission appointed by the
governor and confirmed by the legislature. The bill clearly specifies commission

make-up, qualifications for commissioners, meeting times, and other powers and

duties.

The bill makes it clear that the commission may not authorize a charitable gaming
activity unless that activity is authorized under AS 05.15. This bill only gives the
commission tools necessary to administer gaming once the legislature and

governor adopt activity into law.

In other words, SB 242 gives no power to the commission to authorize,
Institute or engage in any type of gaming that is not currently authorized in

Statute.

Gaming activity currently allowed in AS 05.15.100 includes bingo, raffles,

lotteries, pull-tab games, “classics”, fish derbies and contests o f skill.

2-12-04
AMS
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DATE: 1/12/04 FURTHER:  Finance
Date of 5-Day Notice: DATE TURNED
(in accordance with Uniform Rule 23) INTO OFFICE:

Labor and Commerce Committee considered SENATE BILL NO. 254

"An Act relating to the levy and collection of an assessment on certain tourism-related and recreation-related
goods and services, and repealing the levy of excise taxes of certain passenger and recreation vehicles; and
providing for an effective date."”

and recommends Senate Bill:
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2004 LEGISLATIVE SESSION Bill Version: SB 254
(Q Publish Date:

Revision Datu/Time (Note if correction): Dept. Affected : DCED

Title Tourism & Recreation Assessment _RDU Alaska Railroad Corporation
Component

Sponsor Senator Therriault

Requester Senate Labor & Commerce Component No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

FY 2007 FY 2008 FY 2009 FY 2010

CAPITAL EXPENDITURES
CHANGE INREVENUES (T N

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2004) cost: 00
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach aseparate page ifnecessary)
The Alaska Railroad Corporation (ARRC) is a public corporation supported by revenues generated through

its freight, passenger and real estate services. ARRC does not receive state subsidies for operations or
capital improvements from the State. The attached analysis provides ARRC's estimate regarding its fiscal

impact from SB 254.

SB 254 seeks to impose a 2% assessment on the sale of ARRC passenger tickets and tour company pull
charges. This effectively places the assessment on allARRC passenger revenue. ARRC understands
the funds would be collected and remitted, less an administration fee of 1% of total collection, to the
Department of Revenue on a monthly basis. Based upon current ARRC passenger revenue forecasts, the
amount of assessment remitted would total approximately $300.0 annually. /A KA

Prepared by:  Wendy Lindskoog, Director of External Affairs Phone (907) 2~69-2498
Division Alaska Railroad Corporation Date/Time 2/12/04 11:24 AM

Approved by:  Edgar Blatchford, Commissioner Date 2/12/2004
Agency Department of Community & Economic Development




STATE OF ALASKA
2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION
Tourism Assessment Calculation

FISCAL NOTE

BILL NO. SB 254

2004
Projected ARRC Passenger Revenue 14,660.0
2% Assessment 293.2
Less 1% assessment retainage (admin tee) 29
Net assessment transferred to GF 290.3

ARRC would collect and remit approximately $300,000 annually to the State Department of Revenue

under this proposed legislation.

Note: ARRC fiscal year runs from January 1 - December 31; revenues per year are presented on this

basis.

(Thousands)
2005 2006 2007 2008
14,790.0  15,070.0 15,200.0 15,330.0
295.8 301.4 304.0 306.6
3.0 3.0 3.0 31
292.8 298.4 301.0 303.5



FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title Tourism & Recreation Assessment
Sponsor Senator Therriault
Requester Senate Labor &Commerce

Expenditures/Revenues

OPERATING EXPENDITURES FY 2005
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0

Estimate of any current year (FY2004) cost:

Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

The Act establishes a 2%-4% assessment on certain tourism-related and recreation-related goods and services.
Proceeds of the assessment would be deposited into a sustainable tourism and marketing account, created in the
general fund. The Legislature may appropriate the funds to the department to enter into a contract with a qualified
trade association for tourism marketing under AS 44.33.125. The assessment must be approved by eligible visitor
industry businesses that together account for at least 51% of the value of sales, leases and rentals described in the

0.0

0.0

0.0

Fiscal Note Number:

Bill Version:
(1/12/2004) Publish Date:

Dept. Affected;
RDU

Component No.

FY 2007

0.0

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

FY 2006 FY 2008

0.0

(Thousands of Dallars)

0.0

0.0

Executive Admin and Dev (119)
Component Office of Economic Development

2743

FY 2009

0.0

0.0

FY 2010

0.0

0.0

bill. SB 254 provides a mechanism for the visitor industry to terminate the assessment and repeals the current levy of

excise taxes on certain passenger and recreation vehicles.

No new funds are required to implement these provisions.

Prepared by:  Albert H. Clough, Deputy Commissioner

Division Office of Economic Development
Approved by:  Edgar Blatchford, Commissioner

Agency Department of Community & Economic Development

(Revised 12/2003 0M B)

Phone (907) 465-2500
Date/Time 2/12/04 11:59 AM

Date 2/12/2004

Page 1 of



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1

2004 LEGISLATIVE SESSION Bill Version: SB 254
( Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Revenue
Title Tourism & Recreation Assessment >DU Revenue Programs & Services
"Component Tax Division

Sponsor Senator Therriault
Requester Senate Labor & Commerce Component No. 2476

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010

Personal Services
Travel

Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
*% *k *%* *% ** *k
TOTAL OPERATING

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( ) x
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other ify Type--Do nat abbreviate
(Specify Type- ) " " . " " "
TOTAL

Estimate of any current year (FY2004) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS - - . . i
Full-time «

Part-time

Temporary

ANALYSIS:  (Attach a separate page if necessary)

See page 2 for analysis.

Phone 465-2320
Date/Time 2/12/04 6:34 A M

Date 2/12/2004

Prepared by:  Chuck Harlamert & Brett Fried
Division Tax Division

Approved by:  Steve Porter, Deputy Commissioner
Agency Department of Revenue

(Rovised 12/2003 0MB) Page 1of _2__



FISCAL NOTE

STATE OF ALASKA BILL NO. SB 254

2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Cost Discussion _ o
We estimate the ongoing hase level costs for a sales or gross receipts tax program of this size at $1.3
million per year. This estimate assumes a number of factors which must be considered when calculating
the base level operating costs for a sales or gross receipts tax progra.m are in place such as; a stable tax
program, a consistent and predictable taxpayer population, a well defined and understood tax base,
planned technology investment, and successful implementation of electronic filing. The bhill is not fully
aligned with these assumptions at this time. QOur estimate fcrthe base level operating costs for the

program proposed by the bill is approximately $2.6 million annually.

Revenue Discussion , o ,
The following estimates are for those goods or services that were clearlﬁ defined in the bill or could be

defined so that they could be estimated from existing data. These are those services reflected under (1) -
(7) of Section 43.33.126.

(1) Scenic and Si?htseeing Transportation - Using the narrow definition in the economic census we

estimate this would raise a%roxim_ately $2.5 million per year at 2%. _ -

(2) &(3) Vehicle Rentals - We estimate that a 2% tax would raise approximately $1.3 million dollars per
Year In tax revenue. However, because this bill repeals the existing vehicle rental tax there would be a net
0ss of $4.7, million in revenue. . _

(4) Transient accommodations - We estimate that the hotels, motels and B&B component would raise
approximately 6 million at 2%. If all camp tuitions or fees weie included, we estimate it would add about
an additional $600,000 in tax at 2%. .

(5) Alaska Marine Highway System Passenger Fares -We estimate that a 2% tax on passenger fares
would raise approximately $300,000. _ .

(6) & (7) Alaska Railroad Corporation Passenger Fares and Towing Charges - We estimate that a 2% tax

would raise about $300,000.

The total revenue estimate from services taxed under AS 433312 1)557% (as defined above) is $11
million. However, because revenue will be reduced by approximately $4.7 million as a result of repealing
the current vehicle rental tax, the estimated new revenue is $6.3 million. This does not include revenue

from the proposed assessment on “seasonal” or other retail goods.

We do not have any data on retail shops that make more than 75 percent of their sales after May 1but
before October 1and have not included an estimate for this area. It may be interesting to note that the
total estimated sales for “Gift, Novelty and Souvenir Stores™ in the 1997 census was approximately $109
million. If we update this value to the present usmé; the change in bed taxes (adjusted for changes in
rates) estimated sales would be approximately $130 million.

Page 2 of 2
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04/27/2004 11:53 FAX 9075615727 ATIA @002

April 27, 2004

The Honorable Gene Therriault
State Senate

Alaska State Capitol, room 111
Juneau, Alaska 99801-1182

Dear Senator Therriault;

The Alaska Travel Industry Association (ATIA) Board of Directors is in favor of
Senate Bill 254 and the proposed revisions, including a reduction of the
assessment to one percent as well as reducing the present 60/40 match as
stated in the Millennium Plan to a 50/50 match during the transitional fiscal year
of 2005.

The ATIA Board of Directors met in February and March with other key tourism
firms and associations with the intent of reaching a compromise that would allow
additional interested parties to support the legislation. The one percent
assessment accomplished that and has garnered broad industry support. The
revisions are a major step in helping to create a stable, long term funding source
that promotes travel and will help small and independent tourism businesses in
Alaska.

Your endorsement and support of this legislation is critical and appreciated.

Sincerely,

Ron Peck
President and COO
Alaska Travel Industry Association



April 27,2004 N W

Honorable Senator Gene Therriault
Room 111

State Capitol

Juneau AK 99801-1182

Dear Senator Therriault,

On behalf of the Alaska Hotel and Lodging Association | would like to express our
support for the Committee Substitutes for SB254 and HB426, the bills that propose a
self-assessment on tourism industry businesses for the purpose ofincreasing tourism

marketing dollars.

The negotiations over the last number of weeks have resulted in a good compromise for
garnering tourism marketing funding with a 1% assessment of industry businesses. We
also believe that these bills, in their current form, contribute well to the overall formula
which includes other industry contributions, and provides for broad based funding

structure.

Since the monies from this tourism self-assessment wouldn’t likely go into effect until
2006, we would also like to express our support for an amendment to the current funding
structure for tourism marketing; changing from the current 60%-40% matching
requirement to a 50%-50% matching requirement for FY05. This would go a long
way towards helping the tourism industry maintain, its marketing efforts until the new

funds become available.
Thanks for your support.

Best regards, .

Karen R. Rogina
Presidentand CEO o
Alaska Hotel & Lodging Association

330 E. 4th Avenue. Suite 2010 *Anchorage, 99501  (907) 272-1229 « Fax: (907) 272-12B9

United In a common Coal to make Alaska the most hospitable place on Earth

Id  WAt?£:S0 ZmZ ZZ ‘unf 'ON XfcU
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/

Aprli 27, 2004
e Honorable Senator Therriault

' By Fascimile: .907-465-3884

»
Dear Senator TherriaulU , ,®
I am writing on behalf of the board of dl/ectors of the Alaska Wilderness Recreation and

. Tourism Association (AWRTA) to express this organization’s support of S.B. 254'as .
revised by ATIA. AWRTA is in favor-of the revisions which’reduce the proposed visitor

industry assessment from 2 to 1%, Vo7 e e

AWRTA has some concerns about other provisions In this-legislation, but we are
e committed to supporting a 1% tax and will continue to sup'port ATIA-in passing S.B. 254.

*

with this level of assessment: .. . . " r . -,
Thank you for all you are doing to help move this legislation forward. .

i # N G

Sincerely,

Anne E. Gore
"Executive Director



Alaska Campground Owners Association
PO BOX 111005
Anchorage, ALASKA 99511

April 26, 2004

Senator Therriault

Senate President

Alaska State Capitol, Room 111
Juneau, Alaska 99801-1182
Fax (907) 465-3884

Dear Senator Therriault,

The Alaska Campground Owners' Association (ACOA) held its annual convention on
April 4th and 5th, 2004. There were approximately 40 park operators present at the
convention. After much debate and discussion, the ACOA membership has voted to
support ATIA’s proposed 1% self-assessment for the following reasons:

The independent traveler to Alaska has been in decline for the past three
years.

The private campground industry has realized a decline in camping
occupancy of approximately 15% for each consecutive year.

The success of the private campground industry depends heavily on the
marketing efforts of the Alaska Travel Industry Association (ATIA) in domestic

and foreign arenas.

Alaska’s public sector tourism marketing budget ranks 36th when compared
with other states competing for the same visitor pool.

ATIA studies have shown that small independent business along Alaska’s
highway system are impacted the greatest with the decline in statewide

tourism marketing dollars.
That funds raised from the tourism self-assessment be earmarked for tourism

marketing with a focus of supporting the small independent business sector
currently impacted the greatest from visitor decline.

INFO@ALASKACAMPGROUNDS.NET
WWW . ALASKACAMPGROUNDS.NET

E281-898-£06
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ACOA does have some issues and concerns regarding the assessment:

ACOA membership would like the assessment to be as broad based as possible.
ACOA is still unclear as to how exactly a vote or ballot system will be implemented
to turn on and off the assessment, if it the collected funds are not earmarked for
tourism marketing. Will all businesses that collect this assessment have voting
representation based on their specific revenue contribution?

Secondly, if based on revenue, our membership has serious concerns about large
revenue voters taking over control of this process leaving small businesses
powerless. We would prefer a mechanism, which allows for a check and balance
against this happening. One possible safeguard mechanism could be each
contributing business would have one vote. This would ensure a strong small
business representation as opposed to a few large tour operators with majority
revenue control.

In conclusion, ACOA while supporting the ATIA concept of the 1% self-assessment
proposed by them, ACOA reserves the right to provide input and testimony on its
own behalf at hearings regarding the proposed legislation. ACOA has a
representative, Scott Reisland on the ATIA board representing the campground
owners. Scott will be representing our association in this matter.

Ifyou have any questions or require further classifications, you can contact me at
907-345-5764 or via e-mail at ioemathis@ alaska.com.

INFO@QALASKACAMPGROUNDS.NET
WWW.ALASKACAMPGROUNDS.NET

£281-898-706 pjoi“ue-i e £iel)s olrgroi fro

92

-idy


mailto:ioemathis@alaska.com
mailto:INFO@ALASKACAMPGROUNDS.NET
http://WWW.ALASKACAMPGROUNDS.NET

SUSTNA RECREATIONAL CAMPS, INC.

MONTANA CREEK CAMPGROUND
MILE 96.5 PARKS HWV.

816 OCEANVIEW DRIVE  ANCHORAGE, ALASKA 99515 (907)345'5764

April 26, 2004

Senator Therriault

Senate President

Alaska State Capitol, Room 111
Juneau, Alaska 99801-1182
Fax (907) 465-3884

Dear Senator Therriault,

Montana Creek Campground supports the tourism industry’s 1% self-
assessment. We are aware that independent travel to Alaska has been in
decline for the past three years. Our own campground has experienced a
steady decline in occupancy for the past three consecutive years as well. This
is significant, because the number of visitors to our campgrounds historically
increased annually.

Of course, many factors may contribute to the decline, butwe believe that it is
the lack of a successful statewide marketing effort that has most affected the
tourism industry in Alaska, and, consequently, our own business. We are a
small company and cannot afford to market ourselves to the nation; we have
depended on the state and the travel industry to do that for us. We support the
self-assessment because the funds will be dedicated to marketing efforts and,
we believe, eventually reverse the decline in highway tourism traffic.

While we definitely are in support of the assessment, we’'d prefer to see the
voting mechanism changed to represent each business, rather than have votes

based upon revenue.

Sincerely,

President

£281-898-006 pjoi“uei eneus es*:60 frD 02 udy
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Subject: Joe, please include this in the Committee packets for SB 254 hearing
Date: Mon, 26 Apr 2004 21:07:16 -0800
From: "Alaska Passages" <info@alaskapassages.com>
To: <Joe_Balash @legis.state.ak.us>

April 26, 2004

Dear Senator Therriault, and members of the House Labor and Commerce

Committee:
I am very concerned about the impact that Senate Bill 254 could have on
my tourism business. | run weeklong trips on my charterboat for groups of up
The proposed 1% tax would add a couple of hundred dollars in

to six people.
taxes to one of my trips. That would be added to the sales tax | already pay

in Petersburg, which is $72 per trip.

Extra taxes make my business less competitive with the big cruise ships
that would not be subject to this tax due to federal regulations regarding
interstate travel. The proposed tourism assessment would also not apply to
other people in the charterboat industry who sell their trips down south,
but conduct their trips here in Alaska. | am concerned that this tax
legislation may not be equitable in spreading the burden of cost among all

the tourism operators.
Local tourism businesses would bear the brunt of this proposed tax, and

it would hurt Alaskans communities.

'rA.'taxT'cap .would mitigate the
Pet'efrsburg caps its- sales tax at $1200.With oursix per cent tax rate,

people never pay more that $72 for a big ticket item. That keeps people from
shopping out of the community. | suggest capping a tourism assessment tax as
well. It is far more acceptable than adding hundreds of dollars in taxes to
a trip. A cap would provide important protection for smaller Alaskan
businesses like mine.

Please contact me with any questions or comments. I am sorry | am not
going to be available to testify at the teleconference hearing.

Julie Hursey
Alaska Passages Adventure Cruises

(907)772-3967

impact thistax would have. For example,

4/27/2004 10:04 AM
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TSAV«L INDUSTRY
ASSOCIATION

ATIA modifies Tourism Marketing funding plan to diversify funding sources
and reduce assessment level.

ATIA has been working closely over the recent weeks with various other travel
organizations, such as the Alaska Campground Owners Assoc.ation (ACOA), the Alaska
Hotel and Lodging Association (AkH&LA), the Alaska Wilderness Recreation & Tourism
Association (AWRTA) and several Conventions and Visitors Bureaus around the state to
jointly craft a compromise to bring before the legislature which has garnered additional

industry support.

The modified recommendation calls for a one-percent assessment on the following
tourism-related sales, leases and services taking place within Alaska, including:

(1) Sale of land, water and ‘ aerial transportations services

(2) Sale of recreational and adventure services including guided raft, kayak and

canoe trips, guided hiking trips, guided walking tours and fishing charters;

(3) Lease/rental of passenger vehicles and RVs

(4) RV/camp sites

(5) Accommodations, including hotels, motels and B&Bs;

(6) Sale of Alaska Marine Highway and Alaska Railroad passenger fares.

(7) Gift shops (seasonal) in addition to Alaskana souvenirs sold by large retailers.

In addition, this revenue would be supplemented by continuing contributions from
(1) The cruise industry ($1 million)
(2) ATIA cooperative marketing program revenues ($2.5 million)
(3) Domestic Marketing Organization (DMOs) and Conventions and Visitors Bureaus
(CVBs) contributions ($300,000)
(4) Continued matching funding from the state to the maximum amount authorized

by the legislature.

Change 60% match in Millennium Plan to 50% match
The assessment also calls for a reduction in the Millennium Plan match from the current
60% private sector contribution to the State’s 40% contribution to a 50/50 percent match.

*Federal law prohibits states and municipalities from taxing passengers on air carriers, including
small planes and helicopters that do "flightseeingTherefore, "aerial"transportation, refers to
transportation modes such as tramways, ski lifts, and ski tows forpurpose ofthe assessment.



BREAKDOWN: MODIFIED 1% TOURISM MARKETING ASSESSMENT

Assessment Category Kelsh totals two-percent  one-percent
passenger transport 217,107,760 4,342,155 2,171,078
accommodations 379,826,876 7,596,538 3,798,269
recreational & vacation camps 32,737,713 654 754 321,377
RV parks & campgrounds 5,725,858 114517 57,259
AMHS passenger fares 38,700,000 774,000 387,000
AK railroad passenger fares and tow 14,000,000 280,000 140,000
SUBTOTAL 688098207 13761964 6,880,983
seasonal retail (exclusive of Alaska 117,400,000 2,348,000 1,174,000
native arts & crafts)

SUBTOTAL 805498207 16,109,964 8,054,982
annual retail (exclusive of Alaska 234,800,000 4,696,000 2,348,000
native arts & crafts)

SUBTOTAL 922898207 18457964 9,228,982
State, Cruise & DMO contibutions plus pay-to-play

CRUISE CONTRIBUTION 1,000,000 1,000,000
DMO CONTRIBUTION 300,000 300,000
PAY-TO-PLAY 2,500,000 2,500,000
STATE 4,000,000 4,000,000
SUBTOTAL 7,800,000 7,800,000

Scenarios (1%)

Kelsh 1% (seasonal retail) 15,854,983
Kelsh 1% (annual retaﬂ? 17,028,983
Revenue 1% (seasonal retail) 13,834,000
Revenue 1% (annual retail) 15,008,0001

ATIA's board supports this approach for several reasons.

» The combined revenues advance o1 ~industry's long-stated need to grow
Alaska's overall tourism marketing budget to make it competitive with other top

destinations. ' ' _
» Atone-percent, the assessment is less burdensome on small businesses relative

to revenue itwould generate across the state.

e The modified assessment is broad-hased and attempts to impact all major
sectors of Alaska's visitor industry.

* Finally, supportin% the assessment insures that the revenue collected by our
industry stays with the industry.



WORK DRAFT WORK DRAFT

WORK DRAFT
23-L.S0947VB
Kurtz
4/19/04
CS FOR SENATE BILL NO. 254(¢ )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-THIRD LEGISLATURE - SECOND SESSION
BY
Offered:
Referred:

Sponsors): SENATOR THERRIAULT

A BILL
FORANACTENTITLED
"An Act relating to the levy and collection of an assessment on certain tourism-related
and recreation-related sales, leases, and rentals, to tourism marketing contracts, and to

vehicle rental taxes; relating to Alaska marine highway system passenger fares; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section

to read:
SHORT TITLE. This Act may be known as the Sustainable Tourism and Recreation

Assessment Act.
* Sec. 2. AS 19.65 is amended by adding a new section to read:

Sec. 19.65.037. The commissioner of transportation and public facilities shall
give a passenger who presents proof of Alaska residency a one percent discount on the
passenger's fare before application of the assessment under AS 44.33.126.

* Sec. 3. AS 4352 is amended by adding a new section to read:
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Sec. 4352.095. Disposition of proceeds, (a) The proceeds of the taxes

levied in AS 43.52.010 and 43.52.030 shall be deposited into the sustainable tourism
and marketing account created in AS 44.33.134.

(b) The deposit required by this section is not intended to create a dedication

in violation of art. IX, sec. 7, Constitution of the State of Alaska.

*Sec. 4. AS 44.33.125(a) is amended to read:
(a) Subject to appropriations for the purpose, the Department of Community

and Economic Development shall, on or hefore April i of each fiscal year, contract
with a single qualified trade association for the purpose of planning and executing a
destination tourism marketing campaign during the next fiscal year. 1f a sustainable
tourism and recreation assessment under AS 44.33.126 is in effect when the

contract is executed, the qualified trade association may not be required to
provide matching funds. However, if a sustainable tourism and recreation
assessment under AS 44.33.126 is not in effect when the contract is executed, the
[THE] contract may be executed [AWARDED] only if the qualified trade association
provides matching funds equal to at least 50 [60] percent of the costs of the marketing
campaign described in the contract. The marketing campaign may promote distinct
segments of tourism, such as highway tourism, seasonal tourism, ecotourism, cultural
tourism, regional tourism, and rural tourism. Before the contract is executed, the

marketing campaign plan must be approved by the department.

*Sec. 5. AS 44.33 is amended by adding new sections to read:

Sec. 44.33.126. Sustainable tourism and recreation assessment, (a) A

sustainable tourism and recreation assessment is levied on
(1) the sale of land, water, and aerial transportation of passengers, to

the extent permitted by federal law; "aerial transportation” includes transportation by

tramway, ski tow, and ski lift;
(2) rental of accommodations in a hotel, motel, bed and breakfast,

recreational or vacation camp, recreational vehicle park, campground, or other
establishment, including an establishment owned or operated by the state or a
municipality, providing short-term lodging if the rental does not exceed a period of 30

consecutive days;

254( ) 2
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(3) the sale of recreational and adventure services, including guided
raft, kayak, and canoe trips, guided hiking trips, guided walking tours, guided motor

vehicle sightseeing tours, and fishing charters;
(4) the sale on or after May 1, but before October 1, in each calendar

year of tickets to theater productions, revues, cabarets, movies, readings, and other
entertainment offerings that feature the gold rush, Soapy Smith, or other Alaska

historical themes or figures, and that appeal primarily to visitors;
(5) goods sold by seasonal retail shops; for purposes of this paragraph,

"seasonal retail shop" means a retail store that makes more than 75 percent of its sales
on or after May 1but before October 1in each calendar year; and
(6) the retail sale of gifts and souvenirs featuring Alaska images and
not subject to assessment under (5) of this subsection; for puiposes of this paragraph,
(A) "Alaska images" includes the word "Alaska," the name or
image of a municipality in the state, the name or image of an Alaska landmark,
whether natural or constructed, the image of the stars of the "Dipper," a picture
or scene associated with Alaska, and images of bears, moose, caribou, seals,
walrus, whales, eagles, salmon, wolves, sled dogs, and other animals and
wildlife associated with Alaska;
(B) "gifts and souvenirs" includes tee shirts, sweatshirts, and
other clothing, jewelry, glassware, cups, plates, cutlery, key chains, carvings,
statues, statuettes, clocks, books, paintings, prints, photographs, postcards,

calendars, and videos.
(b) The rate ofthe assessment is one percent.
(c) The provisions of AS 43.05 and AS 43.10 apply to the enforcement and

collection of the sustainable tourism and recreation assessment.
Sec. 44.33.127. Exemptions. The assessment levied under AS 44.33.126

does not apply to
(1) sales, leases, and rentals that are
(A) explicitly exempted from taxation under another provision

of state law; or
(B) exempt from taxation under federal law and purchases

-3- CSSB 254( )
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made with
() food coupons, food stamps, or other types of

certificates issued under 7 U.S.C. 2011 - 2036 (Food Stamp Act); and
(i) food instruments, food vouchers, or other types of

certificates issued under 42 U.S.C. 1786 (special supplemental nutrition

program for women, infants, and children);

(2) sales and purchases by federal government entities;

(3) purchases by state or local government entities;
(4) sales, leases, or rentals made to an entity described in 26 U.S.C.

501(c)(3) (Internal Revenue Code) and exempt from federal income tax under 26

U.S.C. 501(a);
(5) sales, leases, or rentals madeby an entity described in 26 U.S.C.

501(c)(3) (Internal Revenue Code) and exempt from federal income tax under 26
U.S.C. 501(a) if the income from the sale or rental is exempt from federal income
taxation;

(6) casual and isolated sales, leases, or rentals by a seller who does not
regularly engage in the business of selling goods or services or making rentals, but
only if the total sales or rentals do not exceed $1,000 a year and the sales or rentals do
not occur for more than 14 days in a calendar year;

(7) transportation provided by a municipal bus service;

(8) transportation in a taxicab.
Sec. 44.33.128. Termination of the sustainable tourism and recreation

assessment, (a) The commissioner of revenue shall terminate a sustainable tourism

and recreation assessment levied under AS 44.33.126 if
(1) an election is held under AS 44.33.129 in which the termination is

approved by eligible visitor industry businesses that together account for at least 51
percent of the assessment paid under AS 44.33.126 - 44.33.139 for the prior calendar

year; or
(2) two-thirds of the board of a qualified trade association at a regular

meeting adopts a resolution requesting the commissioner of revenue to terminate the

assessment.
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(b) An election under (a)(1) of this section shall be held if
(1) the proposed election for the termination of the assessment is

approved by a majority of the board of the qualified trade organization at a regularly

scheduled meeting; or
(2) a petition is presented to the director of elections requesting

termination of the assessment by eligible visitor industry businesses that together
account for at least 25 percent of the assessment paid under AS 44.33.126 - 44.33.139
for the prior calendar year.

(c) The qualified trade association shall provide notice of an election in
accordance with AS 44.33.129 within 60 days after receiving notice from the director

of elections that a valid petition under (b)(2) of this section has been received.
(d) The sustainable tourism and recreation assessment is terminated on the

next December 31 occurring at least five months after the date of the certification of
this election under AS 44.33.129.

Sec. 44.33.129. Procedures for an election to terminate a sustainable
tourism and recreation assessment, (a) A qualified trade association may conduct
an election under this section after the director of elections approves the

(1) notice to he published by the qualified trade association;
(2) ballot to be used in the election; and
(3) registration and voting procedures for the termination of the

sustainable tourism and recreation assessment.
(b) In conducting an election under this section, a qualified trade association

shall adopt the following procedures:

(1) the proposed termination of the assessment shall he adopted at a
regularly scheduled meeting of the hoard held not less than 60 days before the date on
which the ballots must be postmarked to be counted unless the election is for
termination of the assessment and has heen initiated by a petition under

AS 44.33.128(h)(2);
(2) the qualified trade association shall hold at least one meeting, not

less than 30 days hefore the date on which ballots must be postmarked to be counted,
to explain the reason for the termination of the assessment and to explain the voting

5. CSSB 254( )
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procedure to be used in the election; the qualified trade association shall provide

notice of the meeting by
(A) mailing the notice to each eligible visitor industry' business;

and
(B) publishing the notice in at least one newspaper of general
circulation in each region of the state at least two weeks before the meeting;
(3) the qualified trade association shall mail ballots to each eligible
visitor industry business not more than 45 days before the date specified as the date
ballots must be postmarked;

(4) the ballot must
(A) state the rate at which the assessment is levied;

(B) indicate the effective date of the termination of the
assessment if the termination is approved,;
(C) ask whether the assessment shall be terminated;
(5) the ballots shall be returned by mail and shall be counted by the
director of elections or a representative.

(c) The director of elections shall certify the results of an election under this
section if the director determines that the requirements of (a) and (b) of this section
have been satisfied.

(d) For purposes of this section, a ballot submitted by a corporation is
presumed valid if the ballot is signed by an individual who is indicated to be an officer
of the corporation and the ballot is imprinted with the corporate seal.

Sec. 44.33.131. Determination of sales, (a) Upon request from the director
of elections, the commissioner of revenue shall determine

(1) the assessment paid under AS 44.33.126 - 44.33.139 for the prior
calendar year;

(2) whether, for purposes of AS 44.33.128(a), the eligible visitor
industry businesses approving the termination of a sustainable tourism and recreation
assessment together produced at least 51 percent of the assessment paid under

AS 44.33.126 - 44.33.139 for the prior calendar year; or
(3) whether the eligible visitor industry businesses petitioning for an

CSSB 254( ) 6
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election under AS 44.33.128(b)(2) together produced at least 25 percent of the
assessment paid under AS 44.33.126 - 44.33.139 for the prior calendar year.

(b) Dollars paid with returns filed by providers for the calendar year shall be
considered probative of the amount of assessment paid for the calendar year, except
that the commissioner, at the commissioner's discretion, may substitute audit
assessments, claims for refund, or other pertinent evidence.

(c) A provider appealing the commissioner's determination shall be considered
aggrieved under AS 43.05.240. However, an appeal under that section may not delay
the commissioner's determination.

Sec. 44.33.132. Collection of assessment, (a) A provider shall add the
assessment levied in AS 44.33.126 to the total price ofthe sale, lease, or rental.

(b) The assessment shall be stated separately on any sales receipt, invoice, or
other record of the sale, lease, or rental.

(c) A provider shall collect the assessment from the person purchasing,
leasing, or renting the vehicle, accommodations, sendee, or ticket, and remit the
assessment to the department not later than 30 days following tire last day of the
month in which the assessment was collected. However, a provider that collects less
than $1,000 in assessments in a calendar quarter may remit the assessments within 30
days following the last day of the calendar quarter in which the assessment was
collected.

(d) A provider remitting the assessment collected under AS 44.33.126 to the
department as required under (c) of this section and filing a complete and timely return
on a form prescribed by the department may retain one percent of the amount
collected to cover expenses associated with collecting and remitting the assessment.

(e) If a provider pays an independent agent a commission or other fee for
selling or arranging the sale, lease, or rental of a vehicle, accommodations, service, or
ticket subject to the assessment levied in AS 44.33.126, that commission shall be
considered part of the price of the sale, lease, or rental subject to the assessment levied
in AS 44.33.126. The provider shall pay the assessment on the commission. .An
independent agent is not required to collect or remit the assessment on any resale of a
sale, lease, or rental of a vehicle, accommodations, service, or ticket subject to the

7- CSSB 254( )
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assessment levied in AS 44.33.126.
(f) The person providing a vehicle, accommodations, service, or ticket subject

to the assessment levied in AS 44.33.126 is liable for payment of the full assessment,
regardless of whether the person has collected the assessment.

(g) In this section, "independent agent" means a travel agent or ticket broker
who purchases accommodations, sendees, or tickets from a provider and resells them
to a consumer, or who arranges the sale of accommodations, services, or tickets on
behalfofa provider, but is not an employee of the provider.

Sec. 44.33.133. Exemption certificate. The department shall provide
exemption certificates to persons and entities exempt from the assessment under

AS 44.33.127.
Sec. 44.33.134. Disposition of proceeds, (a) The sustainable tourism and

marketing account is created in the general fund.

(b) The proceeds of the assessment levied under AS 44.33.126 and the vehicle
rental taxes levied under AS 43.52.010 and 43.52.030 shall be deposited into the
sustainable tourism and marketing account.

(c) The legislature may appropriate the money in the sustainable tourism and
marketing account to the Department of Community and Economic Development for
the purpose of entering into a contract with a qualified trade association for tourism
marketing under AS 44.33.125.

(d) The deposit required and appropriation authorized by this section are not
intended to create a dedication in violation of art. IX, sec. 7, Constitution of the State

of Alaska.
Sec. 44.33.139. Definitions. In AS 44.33.126 - 44.33.139,

(1)  "board" means the board of directors of a qualified trade
organization;

(2) "eligible visitor industry business" means a business that would be
liable for payment of a sustainable tourism and recreation assessment under

AS 44.33.126;
(3) "provider" means a person providing a vehicle, accommodations,

sendee, or ticket subject to the assessment levied in AS 44.33.126; "provider" does not
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include an independent agent;
(4) "qualified trade organization" means the trade organizatio

contracting with the Department of Community and Economic Development under

AS 44.33.125 for the fiscal year.
* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to

read:
APPLICABILITY. The amendments to AS 44.33.125 made in sec. 4 of this Act apply
to contracts for tourism marketing entered into under AS 44.33.125 for fiscal years beginning

July 1, 2005.
* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section to

read:

TRANSITION: REGULATIONS. The Department of Revenue may proceed to adopt
regulations necessary to implement the provisions of this Act. The regulations take effect
under AS 44.62 (Administrative Procedure Act), but not before the effective date of the
provision being implemented.

* Sec. 8. Section 7 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 9. Except as provided in sec. 8 ofthis Act, this Act takes effect January 1, 2005.
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