


A l a s k a  A u t o m o b i l e  D e a l e r s  A s s o c i a t i o n

May 11. 2007

Senator Lesil McGuire
Alaska State Capitol Building #125
Juneau, Alaska 09801

Dear Senator McGuire,

The Alaska Auto Dealers Association, with the full support of the State of Alaska 
Department of Law, supports SB 164. SB 164 will clean up unintended consequences of 
the Dealer Practices Act which was passed several years ago. The language that will be 
deleted does not benefit dealers or consumers and is only being used to generate frivolous 
lawsuits against dealers.

AS.45.25.465 Subsection (C) requires a separate slicker be posted on all used vehicles. 
This sticker is unnecessaty and redundant. Subsection (C)( I ) requires that dealers inform 
the consumer that the vehicle is not subj* ct to Alaska's “Lemon Law." Since Alaska's 
“I emon I .aw" only applies to new \ chicles, this requirement is unnecessary. Subsection 
(C)(2) requires that the dealer advise a customer that a vehicle is not subject to a 
manufacturers warranty. The presumption is tint most used vehicles arc not subject to a 
warranty, since most used vehicles are sold "as is", further, required PTC postings for 
used vehicles (commonly known as the \s-ls sticker) require dealerships to disclose 
whether the vehicle is sold as is or if the vehicle has any remaining manufacturers 
warranty, f inally, subsection (C)(3) requires dealerships to disclose whether the used 
vehicle was originally manufactured for sale in Canada or another foreign country. There 
was a "Canadian" vehicle influx of scverrl years ago which was short term in nature.
I his portion of the separate slicker is also redundant as AS.45.25.470 requires a separate 
disclosure if a vehicle was originally manufactured for sale in Canada.

The only people who stand to benefit from Subsection (C)( I) are class a tion attorneys 
who have sued Alaskan dealersl ps who do not display this unnecessary and redundant 
sticker. Not displaying this sticker is an unfair trade practice violation which means the 
plaintiff s attorney can sue lor treble damages and full legal costs even though the 
consumers have not suffered any actual haim or damages. There is a tw ) year look back 
on unfair trade practices so a class action attorney can search for enough car buyers to 
create a class and then subpoena all reeorus going back two years.

Two class action suits of this nature are progressing in Anchorage at this time.
Dealerships are still predominantly family owned small businesses in the State of Alaska 
and frivolous litigation as described above could well bankrupt many well run and 
respected dealerships.
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The Alaska Auto Dealers Association and Senior Assistant Attorney General Ed Sniffen 
all agree that there is no benefit to consumers or dealers provided by Subsection C which 
is why all parties have agreed that these amendments should be retroactive to the extent 
allowed hy law. For the reasons outlined above, we support SB 164.

Sincerely,

Jon Cook
Alaska Auto Dealers Association 
Legislative Director

Alaska Automobile Dealers Association •  P.O. Box 201305 •  Anchorage, AK 09520



Alaska Auto Dealers Association
P.O. Box 71577 
Fairbanks, AK 99707

March 4, 2008

Senator Hollis French 
Sent Via Email

Re: SB 164

Dear Senator French:

I would like to clarify the AADA’s rationale for requesting the retroactivity provision of 
SB 164.

Recent testimony in the Senate Judiciary Committee from myself and Ed Sniffen, Senior 
Assistant Attorney General for the State of Alaska, regarding AS.45.25.465 Subsection 
(C) noted that the requirements contained in that section are either unnecessary or 
redundant. We also testified that the current statute does not benefit consumers, dealers 
or the Stale of Alaska. Actually, the current statute places many dealerships at significan' 
risk of closure or bankruptcy which is why wc are asking for retroactive application "to 
the extent allowed by law".

The only people who stand to benefit from Subsection (C) are class action attorneys who 
have or could sue Alaskan dealerships who do not or did not display this unnecessary and 
redundant sticker. Not displaying this sticker is an unfair trade practice violation which 
means the plaintiffs attorney can sue for treble damages and full legal costs even though 
the consumers have not suffered any actual harm or damages. There is a two year look 
back on unfair trade practices so a class action attorney can search for enough car buyers 
to create a class and then subpoena all records going back two years.

SB 164 calls for retroactive application "to the extent allowed by law." We spent a gieat 
deal of time discussing this provision with our legal counsel and Ed Sniffen before 
agreeing upon this compromise language. We all felt that the broad language regarding 
retroactivity would allow the matter to be decided by the courts foi any current or future 
claims. We arc aware of three class action suits against the same defendant w ith a 
portion of the claims relating to the statute in question.

We arc more concerned about future claims which could arise under AS.45.25.465 
Subsection (G). Without retroactive application, plaintiffs attorneys could pursue class 
action suits against dealerships going back two years from the effective date of SB 164 
being signed into law given the look back allowed for unfair trade practice violations.
We believe there is a significant risk of th.o occurring which is the main reason we’re 
asking for retroactive application. Most Alaska dealerships were not even aware of the



re q u i re m e n ts  o f  A S .4 5 .2 5 .4 6 5  S u b s e c t io n  (C )  until  the  three  c la ss  a c t io n  su i ts  w e re  filed 
a s  it w a s  n e v e r  the  in ten t  o f  the  d ra f te r  o f  th e  s ta tu te ,  M r. S n if fen , o r  the A A D A ,  that u sed  
c a rs  be in c lu d ed  in these  r e q u i re m e n ts  back  in 2 00 4 .

P o ten t ia l ly ,  th o u s a n d s  o f  d e a le r sh ip  j o b s  a re  at risk d u e  to a  law  that p ro v id e s  n o  b en e f i t  
to  c o n s u m e rs  a n d  w h ic h  a l lo w s  c la s s  a c t io n  su i ts  to p ro c e e d  w ith  the  th rea t  o f  t reb le  
d a m a g e s  and  full legal c o s ts  e v e n  i f  th e  c o n s u m e rs  h a v e  not su f fe re d  a n y  ac tua l  h a rm  o r  
d a m a g e s .  These u n in ten d e d  c o n s e q u e n c e s  w e re  n o t  a n t ic ip a te d  by  a n y o n e  at the  t im e  the  
bill w as p assed  back  in 2 0 0 4 .  'To d ate , the re  has  b ee n  no  o p p o s i t io n  to S B  164. 1 a sk  y o u  
a n d  y o u r  fe l lo w  leg is la to rs  to  su p p o r t  and  p ro te c t  A la s k a n  o w n e d  b u s in e ss e s  a n d  j o b s  by 
p as s in g  SB 164.

P lea se  d o  not hes i ta te  to call m e  at 3 2 2 -0 3 6 2  sh o u ld  y o u  o r  y o u r  s t a f f  h a v e  a n y  q u e s t io n s  
re g a rd in g  this m atte r .

S in ce re ly .

J o n C ' o k
L e g is la t iv e  D irec to r



I k s /  '

j  S A X A I f  F A L J N ,  g o v e j w o r
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* I  O H  W F S T  4 W  A  V E R V E . S U IT E  2 0 0

DEPARTMENT OF LAW ™
O F F I C E  O F  T H E  A T T O R N E Y  G E N E R A L  f  h A X  M W m s u

February 19, 2008
Senator Lesil McGuire 
State Capitol, Room 125 
Juneau, AJC 99801-1182

Rc: SB 164 re Sale of Used Motor Vehicles
Dear Senator McGuire:

Thank you for sponsoring SB 164. As you know, this bill will repeal 
AS 45.25.465(c), a provision of the Automobile Dealer Act that requires used motor 
vehicle dealers to post a written disclosure in the window of every used vehicle that: (1) 
Alaska’s “lemon law” does not apply, (2) the manufacturer’s warranty may not apply, 
and (3) whether the vehicle was originally manufactured for sale in Canada or another 
foreign country. These provisions were added to Alaska law in 2004 to address a 
common practice at the time (which does not appear- to be continuing today) involving 
the sale of “current model” used vehicles.

A “current model” used vehicle is a vehicle still within the manufacturer’s cuncnt 
model year (i.e. still manufactured and offered for sale), but has been previously sold so 
that it is considered 'Used.” Typically, these vehicles were purchased from dealers in 
Canada to take advantage of favorable exchange rates, then brought to Alaska with very 
low miles (sometimes 10 or less) and sold as “new.” Because the vehicle had been sold 
once, it is no longer considered a new vehicle. This, in turn, excludes application of 
Alaska’s lemon law, which cnly applies to new vehicles. In addition, some 
m. nufacturers would not honor warranties on vehicles manufactured for sale in Canada 
that were titled in Alaska.

Because these vehicles had all the earmarks of a new vehicle, consumers were 
sometimes mislead about the vehicle, buying what appeared to be a new vehicle when in 
fact it was used. Thus, the disclosure requirements of AS 45.25.465(c) were added to the 
statute in 2004 to protect consumers from this practice. Unfortunately, there appears to 
have been a drafting error when the statute was finalized. Instead of applying these 
requirements only to “current model” vehicles, the statute was passed with the language
“used motor vehicle or current model vehicle." As the primary drafter o f  the statute, it
was not the intent to require application of these disclosure requirements to all used 
vehicle sales.



Senator Lcsil M cGuire 
Alaska State Legislature

February 19, 2008
Page 2 of 2

In 2006, another statute was am ended that adc sed the sale o f  “current m odel” 
vehicles. AS 08.66.015 was am ended to rem ove reference to the sale o f  current model 
vehicles. Instead, in Older to sell a m otor vehicle as “new ,” the vehicle must have a 
certificate o f  origin (w hich is lost upon first sale), and the dealer m ust have a franchise 
agreement w ith the m anufacturer. The effect o f  this am endm ent was to treat all used 
vehicles the same, regardless o f  w hether the vehicle happens to be a current model year 
vehicle.

Considering am endm ents to  AS 08.66.015, w e considered two potential “fixes” to 
address the over-broad requirem ents o f  AS 45.25.465(c). The first was to simply remove 
language in the statute that applies the disclosure requirem ent to all used vehicles
making the statute only applicable to “current m odel” vehicles. W ith the amendment o f 
AS 08.66.015, however, this w as problem atic because all reference to current model 
vehicles was rem oved from the law. Thus, we would need to develop a definition o f 
“current model vehicle” i f  this language w ere to remain.

The second approach, and the one adopted by SB 164, is to simply repeal this 
section. This makes sense for several reasons. First, the disclosure concernin'* the 
applicability o f  the m anufacturer’s w arranty has been addressed by m ost manufacturers 
We understand from the A utom obile D ealer’s Association that m ajor manufacturers are 
honoring warranties on vehicles m anufactured for sale in Canada. Second, the disclosure 
relating to vehicles manofactiLed for sale in C anada is already required by AS 45.25.470 
so this disclosure is .uplicative. Third, m anufacturers have taken action to prohibit 
Canadian auto dealers from selling vehicles that are intended for resale in the United 
States. Finally, with the removal o f  the “current m odel” language o f  AS 08.66.015, it 
would add unnecessary requirem ents on auto dealers that will not add significant 
consumer protections.

The Department o f  Law supports this repeal, and is av iilab le to answer questions 
as this bill moves through the legislative process.

Sincerely,
TA LIS J. COLBERG
A  T T A D M C V  r . P W P P  A  f

Senior Assistant Attorney General

CES/ljt
cc: Russ Kelly

Mike Ford 
Deborah Behr



A l a s k a  “ L e m o n ”  L a w

Article 06. MOTOR VEHICLE WARRANTIES 

Sec. 45.45.300. Repairs required.

If a new motor vehicle docs not conform to an express warranty that is applicable to it 
and the owner of the vehicle reports the defect or condition to the manufacturer of the 
vehicle or to the manufacturer’s or distributor's dealer during the term of the warranty, the 
manufacturer, distributor, dealer, or a repairing agent snail make the necessary repairs to 
conform the vehicle to the express warranty,

Sec. 45.45.305. Replacement or refund.

If during the term of the express warranty or within one year from the date of delivery of 
the motor vehicle to the original owner, whichever period terminates first, the 
manufacturer, distributor, dealer, or repairing agent is unable to conform the motor 
vehicle to an applicable express warranty after a reasonable number of attempts, the 
manufacturer or distributor shall accept the return of th nonconforming motor vehicle, 
and, at the owner's option, shall replace the nonconforming vehicle with a new. 
comparable vehicle or shall refund the full purchase price to the owner less a reasonable 
allowance for the use of the motor vehicle from the time it was delivered to the original 
owner. A refund under this section sl all be made to a lienholder of record, if any, and the 
owner, as their interests may appeal.

Sec. 45.45.310. Notice by owner.

In order to claim a refund or replacement under AS 45.45.305., the owner shall give 
written notice by certified mail to the manufacturer and its dealer or repairing agent at 
any time before 60 days have elapsed after the expiration of the express warranty or the 
one-vear period after the date of delivery of the motor vehicle to the original owner, 
whichever period terminates first, (1) stating that the vehicle has a nonconformity: (2) 
prov iding a reasonable description of the nonconformity; (3) stating that the 
manufacturer, distributor, dealer, or repairing agent has made a reasonable number of 
attempts to conform the vehicle; and (4) stating that the owner demands a refund or 
replacement vehicle to be deliv ered on the 60th day after the mailing of the written 
notice. Within 30 days after receiving the notice required by this section the manufacturer 
may make a final attempt to conform the vehicle before a refund or replacement is made 
under AS 45.45.305.



An owner may not receive a refund or replacement under AS 45.45.300 - 45.45.360 if the 
manufacturer or distributor shows that the nonconformity complained of

(1) docs not substantially impair either the use or the market value of the motor 
vehicle; or

(2) is the rcsull of

(A) alteration of the motor vehicle by the owner or a person other than a dealer or 
repairing agent that is not authorized by the manufacturer or distributor; or

(B) abuse or neglect by the owner or a person other than the dealer or repairing 
agent.

Sec. 45.45.320. Presumption.

A presumptio" that a reasonable number of attempts have been made to conform a motor 
vehicle under an applicable express wauanty is established if:

(1) the same nonconformity has been subject to repair ‘hree or more times by the 
manufacturer, distributor, dealer, or repairing agent during the term of the express 
warranty or the one-year period after delivery of the motor vehicle to the original owner, 
whichever period terminates first, but the nonconformity continues to exist; or

(2) the vehicle is out of service for repair for a total of 30 or more business days 
during the express warranty term or the one-year period referred to in (I) of this section, 
whichever period terminates first; any period of time that repairs arc not performed for 
reasons that are beyond the control of the manufacturer, distributor, dealer, or repairing 
agent is excluded from the 30-day time period referred to in this paragraph.

Sec. 45.45.325. Parts availability.

A manufacturer whose vehicles are sold in the state through an authorized dealer shall 
provide its dealer or repairing agent with any pan necessary to make a repair of a 
nonconformity covered under an express warranty, as soon as possible, without 
additional charge for freight or handling, if the part is not in the dealer's or agent's 
inventory when the nonconforming vehicle is brought to the dealer or repairing agent for 
repair.

See. 45.45.330. Failure to replace or refund.

A manufacturer or distributor who fails to refund the full purchase price of a motor 
vehicle or replace the motor vehicle when there is a requirement to do so under AS

Sec. 45.45.315. Exceptions.



45.45.300 - 45.45.360 is presumed to have committed an unfair trade practice under AS 
45.50.471..

Sec. 45.45.335. Resale w ithout disclosure prohibited

A motor vehicle returned under AS 45.45.305_may not be resold by the manufacturer or 
distributor in the state unless fu ll disclosure o f the reason fo r the return is made to the 
prospective buyer before the resale is concluded.

Sec. 45.45.340. Other rights and remedies.

The provisions o f AS 45.45.300.- 45.45.360 do not lim it other rights and remedies that 
may be available to the owner o f a motor vehicle under other provisions o f law. This 
section does not create a new' cause o f action against a dealer or repairing agent who sells 
or attempts to repair a motor vehicle found to be nonconform ing under AS 45.45.300 -
45.45.360.

Sec. 45.45.345. Repair facilities.

A manufacturer or distributor o f motor vehicles w'ho authorizes the sale o f the 
manufacturer's or distributor's motor vehicles in the state shall maintain authorized 
dealership facilities w ith in the state that are able to perform the service and make the 
repairs required by the manufacturer's express W'arranly and by AS 45.45.300 -
45.45.360.

See. 45.45.350. Reimbursement o f shipping costs.

A manufacturer or distributor who accepts the return o f a nonconforming motor vehicle 
under AS 45.45.305.shall reimburse the owner for any reasonable cost incurred in 
shipping the vehicle to and from the nearest authorized fac ility fo r warranty service and 
repair o f a nonconform ity that causes the return o f the vehicle.

Sec. 45.45.355. Arbitration or mediation.

I f  a manufacturer or distributor has established an informal dispute settlement procedure 
that substantially complies w ith the requirements o f 16 C.F.R. 703, as that section may be 
amended, or i f  the manufacturer or distributor, alter receipt o f notice required by AS 
45 45.310, offers in w riting to participate in an arbitration or mediation process w ith the 
owner and the arbitration or mediation decision is binding on the manufacturer or 
distributor but not on the owner, and i f  the informal dispute settlement or arbitration or 
mediation process is approved by the attorney general, the provisions o f AS 45.45.305 
concerning refund or replacement or AS 45.45.350_conceming shipping costs do not 
apply to an owner who has not firs t resorted to the informal dispute settlement procedure 
or arbitration or mediation process.

Sec. 45.45.360. Definitions.



(1) "dealer” means a person who has obtained a franchise from, or is authorized by, a 
motor vehicle manufacturer to engage in the retail sale and warranty repair o f the 
manufacturer's new motor vehicles in the stale;

(2) "distributor" means a person who is authorized by a manufacturer to engage in 
the wholesale distribution o f the manufacturer's new motor vehicles in the stale;

(3) "express warranty" or "warranty" means an express written warranty provided by 
the manufacturer o f a new motor vehicle;

(4) "fu ll purchase price" means the total price paid for a motor vehicle by the 
original owner, including costs added to the retail price, such as original registration fees, 
transportation fees, dealer preparation, and dealer installed options;

(5) "manufacturer" means a person who by labor transforms raw materials and 
component parts into motor vehicles for wholesale or retail sale;

(6) "motor vehicle" or "vehicle" means a land vehicle having four or more wheels, 
that is self-propelled by a motor, is normally used for personal, fam ily, or household 
purposes, and is required to be registered under AS 28.10; but does not include a tractor, 
farm vehicle, or a vehicle designed prim arily for off-road use;

(7) "nonconform ity" means a defect or condition in a motor vehicle caused by a 
manufacturer, distributor, dealer, or repairing agent that substantially impairs the use or 
market value o f a vehicle;

(8) "owner" means a purchaser, other than for resale, o f a new motor vehicle, and a 
person to whom ownership o f the motor vehicle is transferred in conform ity w ith AS 28;

(9) "reasonable allowance" means an amount attributable to an owner's use o f a 
motor vehicle; a "reasonable allowance" may not exceed an amount equal to the 
depreciation in value o f the vehicic for the period during which the vehicle is available 
for use by the owner, calculated by a straight line depreciation method over seven years, 
plus an amount equal o the depreciation in value o f the vehicle that is caused by

(A ) any neglect or abuse by the owner; or

(13) body damage not caused by a nonconform ity;

(10) "repairing agent" means a person who has been specifically authorized by a 
motor vehicle manufacturer or distributor to perform warranty repairs in die state on one 
or more o f the manufacturer's or distributor’s motor vehicles;

In AS 45.45.300 - 45.45.360,



(11) "substantially impairs the market value" means a nonconform ity that 
substantially decreases the dollar value o f a vehicle to the owner when compared to the 
dollar value o f a sim ilar vehicle that does not have the nonconform ity;

(12) "substantially impairs the use" means a nonconform ity that prevents a motor 
vehicle from being operated or makes the vehicle unsafe to operate.



Chapter 45.25. MOTOR VEHICLE TRANSACTIONS

Article 01. APPLICABILITY; JURISDICTION; VENUE; CORPORATE AFFILIATES 

Sec. 45.25.010. Applicability.

AS 45.25.020_- 45,25.320 apply to franchise contracts between a manufacturer and its 
new motor vehicle dealers in this state.

Sec. 45.25.02U. Jurisdiction; venue.

(a) i he courts of this state have jurisdiction over a legal dispute between a 
manufacturer located in or outside this state and a new motor vehicle dealer located in 
this state, and the dispute is governed by and interpreted and adjudicated under the lew of 
this state.

(b) Venue fora dispute under (a) of this section is in the judicial district of this state 
where the new motor vehicle dealer's principal place of business is located.

Sec. 45.25.030. Corporate affiliates.

(a) A manufacturer may not use a subsidiary corporation, affiliated corporation, 
partnership, association, or other person to accomplish what would be prohibited for the 
manufacturer under this chapter.

(b) This section does not limit the right of a person included within the scope of this 
section to engage in reasonable and appropriate business practices consistent with an 
existing trade practice that is not prohibited by this chapter.

Article 02. FRANCHISE AGREEMENTS

Sec. 45.25.100. Consistency with state law.

The terms and conditions in an agreement between a manufacturer and a new motor 
vehicle dealer in this state, including a motor vehicle franchise agreement, that are 
inconsistent with the ' iw of this state do not have any force or effcci in this state.

Sec. 45.25.110. Termination of franchise agreements.

(a) A manufacturer may not terminate a franchise with a new motor vehicle dealer 
unless

(I ) the manufacturer has

(A) satisfied the notice requirements of this chapter;
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(B) shown that there is good cause for the termination o f the franchise, and. i f  the 
reasons underlying the good cause can be corrected by the new motor vehicle dealer, the 
new motor vehicle dealer has failed for 60 days after delivery o f the notice required by 
AS 45.25.120 to make the corrections: the circumstances identified under AS 45.25.120
(a)(2) for which a 15-day notice o f termination is required do not qualify as reasons for 
which correction is allowed under this paragraph; or

(2) the new motor vehicle dealer has systematically engaged in fraud against 
consumers or the manufacturer or in the operation o f the new motor vehicle dealership.

(b) Notwithstanding (a)( I ) o f this section, a manufacturer may not terminate a 
franchise agreement with a new motor vehicle dealer because o f the death or incapacity 
o f an owner i f  the owner is not listed in the franchise as one on whose expertise and 
abilities the manufacturer relied in the granting o f the franchise.

(c) In this section, "good cause" includes when the new motor vehicle dealer fails to 
comply w ith or observe a material provision o f the franchise agreement. For the purposes 
o f determining good cause under this subsection, reasonable sales and service 
performance criteria and capital and fac ility requirements may be considered material 
provisions oniy i f  the criteria or requirements were communicated in w riting to the new 
motor vehicle dealer w ith in a reasonable period before the effective date o f the 
termination or nonrenewal so that a reasonable opportunity was afforded over a period o f 
not less than six months to comply with the criteria or requirements.

Sec. 45.25.120. Notice o f termination.

(a) A manufacturer shall furnish a notice o f termination o f a franchise agreement to a 
new motor vehicle dealer at least

( 1) d() days before the effective date o f a termination, except as required under (2) or
(5) o f this subsection;

(2) 15 days before the effective date o f - termination when the new motor vehicle 
dealer

(A ) is insolvent or is the subject o fa  bankruptcy or receivership proceeding:

(ft) has failed to conduct its customary sales and service operations during its 
customary business hours for seven consecutive business days: this subparagraph does 
not apply to closures due to acts o f God or circumstances beyond the direct control o f the 
new motor vehicle dealer: or

(C) is convicted o f a felony involv ing moral turpitude or fraud under the law o f this 
state, another state, the federal government, a territory o f the United States, or the District 
o f Columbia:



(3 )  180 d a y s  b e fo re  the  e ffe c t iv e  d a te  o f  the  te rm in a t io n  i f  the  m a n u fa c tu re r  o r  
d is t r ib u to r  is d is c o n t in u in g  th e  sa le  o f  the p ro d u c t  line.

(b )  N o t ic e  req u ired  u n d e r  (a) o f  th is  sec t io n  m u st  be  in w r i t in g ,  shall  be  sen t  by 
cer t i f ied  m ail o r  p e rso n a l ly  d e l iv e re d  to the n e w  m o to r  v e h ic le  d ea le r ,  a n d  m u s t  c o n ta in

(1)  a s ta te m e n t  o f  in ten t io n  to te rm in a te  the f ranch ise ;

(2) a s ta te m e n t  o f  the  re a so n s  for the te rm in a t io n ;  and

(3) the da te  o n  w h ich  the te rm in a t io n  tak es  effect.

Sec . 4 5 .2 5 .1 3 0 . T h re a t  o f  t e rm in a t io n .

(a) A m a n u fa c tu re r  o r  m a n u fa c tu re r  rep re sen ta t iv e  m a y  not c o e rc e  o r  a t tem p t  to 
c o e rc e  a n e w  m o to r  v eh ic le  d e a le r  to e n te r  in to  an  a g re e m e n t  w ith  the  m a n u fa c tu r e r  o r  a 
subs id ia ry  o f  th e  m a n u fa c tu re r ,  o r  to do  a n y  o th e r  ac t  u n fa ir  to the  n e w  m o to r  v eh ic le  
d ea le r ,  b j  u ire a tc n in g  to te rm in a te  a f ranch ise  a g re e m e n t  b e tw e e n  the  m a n u f a c tu re r  o r  
sub s id ia ry  o f  th e  m a n u fa c tu re r  and  the  n e w  m o to r  v eh ic le  dea le r .

(b) " l i s  s e c t io n  d o es  not p roh ib it  a  v o lu n ta ry  a g re e m e n t  b e tw e e n  a m a n u f a c tu re r  and  
a n e w  m o to r  v e h ic le  d e a le r  o r  b e tw e e n  a d is t r ib u to r  and  a n e w  m o to r  v e h ic le  d e a le r  to 
se t t le  leg i tim a te  d ispu tes .

Sec . 4 5 .2 5 .1 4 0 .  R e p u rc h a se  o b l ig a t io n s  on  te rm in a t ion .

(a) U p o n  the t e rm in a t io n  o f  a  n e w  m o to r  v eh ic le  d e a le r ’s f ran c h ise  a g r e e m e n t  by  the  
m a n u fa c tu re r  o r  d is t r ib u to r ,  the m a n u fa c tu re r  o r  d is t r ib u to r  shall  r e p u rc h a s e  f rom  the  n e w  
m o to r  veh ic le  d e a le r  at

( 1) the n e w  m o to r  v eh ic le  d ea le r 's  net a c q u is i t io n  cos t,  i f  the  m o to r  v e h ic le s  h a v e  not 
been  m a ter ia l ly  a l te red  o r  d a m a g e d ,  all in v e n to ry  c o n s is t in g  o f  u n so ld  n e w  m o to r  
v eh ic le s  that a re  cu rren t  m o d e ls  and  m o d e ls  that have  been  a c q u ire d  from  the  
m a n u fa c tu re r  w i th in  the past tw o  m o d e l  y ea rs  befo re  rece ip t  o f  the  n o t ic e  o f  te rm in a t io n ;

(2) the n e w  m o to r  veh ic le  d e a le r  p rice  l is ted  in the c u r re n t  p a r ts  c a ta lo g ,  less 
a p p l ic ab le  a l lo w a n c e s ,  new  u n u se d  u n d a m a g e d  p ar ts  in the ir  o r ig in a l ,  u n b ro k e n  
p ac k ag in g ,  listed in the  c u rre n t  p r ic e  c a ta log  a n d  a c q u ire d  f ro m  the  m a n u f a c tu r e r  o r  
d is tr ib u to r :

(3 )  lair m a rk e t  va lue ,  s ig n s ,  e q u ip m e n t ,  and  fu rn ish in g s  that b e a r  a t ra d e m a rk  o r  
t ra d e  nam e, tha t  h av e  not been  a l te red  o r  d a m a g e d ,  and  that w e re  req u ired  by  the  
m a n u fa c tu re r  o r  d is t r ib u to r  w ith in  five y e a rs  p re c e d in g  the  n o t ice  o f  te rm in a t io n ;  and
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(4) the new motor vehicle dealer’s net acquisition cost, special tools that have not 
been altered or materially damaged that were purchased from the manufacturer or 
distributor w ith in three years preceding the date o f the termination.

(b) W ithin 90 days after the effective date o f the termination, the new motor vehicle 
dealer shall return the property required by (a) o f this section to be repurchased to the 
manufacturer or distributor at the manufacturer's or distributor's expense. The 
manufacturer or distributor shall pay the compensation for the property w ith in 60 days 
after the tender o f inventory and other items i f  the new motor vehicle dealer has clear title 
to the property and is in a position to convey that title to the manufacturer or distributor.
I f the property is subject to a security interest, the manufacturer or distributor may make 
payment jo in tly to the new motor vehicle dealer and the holder o f the security interest, 
and the manufacturer or distributor may offset these payments.

Sec. 45.25.150. Required compensation for new motor vehicle dealer facilities,

(a) Upon termination by the manufacturer or distributor, the manufacturer or 
distributor shall compensate the new motor vehicle dealer for new motor vehicle dealer 
facilities a sum equivalent to the

(1) rent for the unexpired term o f the lease or 18 months, whichever period is 
shorter, i f  the new motor vehicle dealer is leasing the new motor vehicle dealership 
facilities from a lessor other than the manufacturer or distributor; or

(2) reasonable rental value o f the new motor vehicle dealership facilities for 18 
months or until the facilities are leased or sold, whichever period is shorter, i f  the new 
motor vehicle dealer owns the new motor vehicle dealership facilities; the sum may be 
paid in monthly installments at the election o f the manufacturer or distributor.

(b) This section does not relieve a new motor vehicle dealer o f the obligation to 
mitigate damages under a lease, prevent a manufacturer from occupying and using the 
new motor vehicle dealer's facilities while pa>ing rent, or preclude a manufacturer from 
negotiating a lease termination, sublease, or new lease.

(c) This section does not apply to a termination for

( 1) insolvency o f the new motor vehicle dealer or the filing o f any petition by or 
against the new motor vehicle dealer under a bankruptcy or receivership law;

(2) failure o f the new motor vehicle dealer to conduct its customary sales and service 
operations during its customary business hours lor seven consecutive business days;

(3) conviction o f the new motor vehicle dealer or its principal owners o f a felony or 
a misdemeanor regardless o f the punishment i f  the crime involves theft, dishonesty, or 
false statement;
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(4) revocation of a license required for the new motor vehicle dealer to operate; or

(5) a fraudulent misrepresentation by the new motor vehicle dealer to the 
manufacturer or distributor that is material to the new motor vehicle dealer's agreement.

(d) The payment required under (a) of this section is only required to the extent that 
the facilities were used for activities under the franchise agreement and only to the extent 
the facilities were not leased for unrelated purposes.

(e) If payment under (a) of this section is made, the manufacturer or distributor is 
entitled to possession and use of the new motor vehicle dealership facilities for the period 
for which the payment is paid.

Sec. 45.25.160. Prevention of or refusal to honor transfer of new motor vehicle dealership 
ownership.

A manufacturer may not unreasonably prevent or refuse to honor a transfer of ownership 
of a new motor vehicle dealership.

Sec. 45.25.170. Succession.

(a) A manufacturer or distributor may not prevent or refuse to honor the succession 
to a new motor vehicle franchise of an heir or devisee under a wiil of a franchisee, under 
a written instrument filed with the manufacturer or distributor designating any person as 
the successor franchisee, or under AS 13.06 - AS 13.36 (Uniform Probate Code), except 
that

(1) a designated successor must, within 60 days after the owner's death or incapacity, 
give the manufacturer or distributor written notice of the intent to succeed, and the 
designee must agree to be bound by all the terms and mdilions of the current franchise 
agreement;

(2) the manufacturer or distributor may request from the designated successor 
personal and financial data that are reasonably necessary to determine the qualifications 
o f the designated successor; the designated successor shall provide the information w ithin 
60 days after receiving the request;

(J) the manufacturer or distributor may not unreasonably withhold approval of the 
succession; i f  the manufacturer or distributor refuses to honor the succession, the 
manufacturer or distributor shall send written notice to the proposed successor w ith in 60 
days after receiving the information requested in (2) o f this subsection or w ith in 60 days 
after receiving the notice o f the proposed successor's intent to succeed, whichever is later

(b) The notice required by (a)(3) of this section must state the specific grounds for 
not approving the proposed successor. Within 30 days after the proposed successor's



rece ip t  o f  th e  no tice ,  the p ro p o sed  su c c e s s o r  m a y  ti le  a  p ro te s t  w ith  the  su p e r io r  cou r i  to 
d e te rm in e  w h e th e r  the  m a n u fa c tu re r  o r  d is t r ib u to r  h as  u n re a so n a b ly  w i th h e ld  ap p ro v a l .

(c)  T h is  se c t io n  d o e s  not p rec lu d e  the  o w n e r  o f  a  n e w  m o to r  v eh ic le  d e a le rsh ip  from  
fil ing  w ith  the  m a n u fa c tu re r  o r  d is t r ib u to r  a  w r i t ten  in s tru m e n t  d e s ig n a t in g  any  p e rso n  as 
a  su ccesso r .  I f  the re  a re  c o m p e t in g  su c c e s so rs ,  the  w r i t ten  in s tru m e n t  g o v e rn s  w h o  m a y  
su b m it  a p ro po sa l  a s  a su c ce sso r .

Sec. 4 5 .2 5 .1 8 0 .  N e w  d ea le rsh ip s .

(a) B e fo re  a  m a n u fa c tu re r  o r  d is t r ib u to r  e n te rs  in to  a f r a n c h is e  e s ta b l ish in g  o r  
re lo ca tin g  a  n e w  m o to r  v eh ic le  d e a le r  w ith in  a  re lev a n t  m a rk e t  a re a  w h e re  the s a m e  line 
m a k e  is re p re se n te d ,  the m a n u fa c tu re r  o r  d is t r ib u to r  sha ll  g iv e  %  d ay s '  w ri t ten  n o t ic e  to 
e ach  n e w  m o to r  veh ic le  d e a le r  o f  the  s a m e  line m a k e  in th e  re le v a n t  m a rk e t  a rea  o f  the  
in ten tion  to e s ta b l ish  an add i t io n a l  n ew  m o to r  v e h ic le  d e a le r  o r  to re lo c a te  an e x is t in g  
n e w  m o to r  v eh ic le  d e a le r  w ith in  tha t re lev a n t  m a rk e t  area .

(b) W ith in  30  d a y s  a f te r  rec e iv in g  the  n o t ice  re q u ire d  u n d e r  (a )  o f  th is  sec t io n  o r  
w ith in  3 0  d a y s  a f te r  the e n d  o f  a n y  a pp e a l  p ro c e d u re  p ro v id e d  by  the  m a n u fa c tu re r  o r  
d is tr ib u to r ,  a  n e w  m o to r  veh ic le  d e a le r  m a y  b r ing  a d e c la ra to ry  j u d g m e n t  a c t io n  in the 
s u p e r io r  court  o f  th is  s ta te  to d e te rm in e  w h e th e r  g o o d  c a u se  e x is t s  for the e s ta b l i sh m e n t  
o r  re loca tion  o f  a  p ro p o se d  n e w  m o to r  v e h ic le  dea le r .  I f  an  a c t io n  is f iled , the 
m a n u fa c tu re r  o r  d is t r ib u to r  m ay  no t  e s ta b l ish  o r  re lo ca te  the  p ro p o s e d  n e w  m o to r  v eh ic le  
d e a le r  until th e  c o u r t  has  r e n d e re d  a d ec is io n  on  the m a tte r .

(c) T h is  se c t io n  d o es  no t p roh ib it

( 1 ) the re lo ca t io n  o f  an  e x is t in g  new m o to r  v eh ic le  d e a le r  to a n e w  lo c a t io n  not 
w ithin four m i le s  o f  an e x is t in g  n e w  m o to r  v eh ic le  d ea le r ;

(2) the a p p o in tm e n t  o f  a su c c e sso r  n e w  m o to r  v eh ic le  d e a le r  at the  s a m e  loca t io n  as 
its p re d e c e s so r  o r  w ith in  a tw o -m i le  rad iu s  from  any  b o u n d a ry  o f  the  p re d e c e s s o r ’s 
fo rm e r  loca t io n  w ith in  tw o  y ea rs  from  the da te  w h e n  the  p re d e c e s s o r  c e a se d  o p e ra t io n s  or 
w a s  te rm in a ted ,  w h ic h e v e r  o cc u r re d  later; o r

(3) the  e n te r in g  in to  o f  a  renew al  of, r e p la c e m e n t  of. o r  s u c c e e d in g  f ran c h ise  
a g re e m e n t  w ith  an  e x is t in g  n e w  m o to r  v eh ic le  d e a le r  w h o s e  o p e r a t io n s  will c o n t in u e  at 
the  e x is t in g  n e w  m o to r  v eh ic le  d ea le r 's  c u r re n t  location .

(d) W h en  d e te rm in in g  w h e th e r  g o o d  c a u s e  e x is ts  fo r  e s ta b l i sh in g  o r  re lo c a t in g  an 
a d d i t io n a l  new m o to r  v eh ic le  d e a le r  for the  s a m e  line m a k e ,  th e  su p e r io r  c o u r t  shall 
c o n s id e r  the e x is t in g  c i rc u m s ta n c e s ,  in c lu d in g

(1) w h e th e r  the  e s ta b l i sh m e n t  o f  an  a d d i t io n a l  f ra n c h ise  o r  re lo ca t io n  o f  the e x is t in g  
new m o to r  v eh ic le  d e a le r  a p p e a rs  to be w a r ra n te d  by  e c o n o m ic  and  m a rk e t in g  c o n d i t io n s ,  
in c lu d in g  an t ic ip a ted  fu ture  c h a n g es ;
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(2) the retail sales and service business transacted by the protesting new motor 
vehicle dealer and other new motor vehicle dealers of the same line make with a place of 
business in the relevant market area to be served by the additional franchise or proposed 
new location of an existing new motor vehicle dealer during the three-year period 
immediately preceding the notice;

(3) the investment necessarily made and obligations incurred by the protesting new 
motor vehicle dealer to perform the protesting new motor vehicle dealer’s obligations 
under existing franchise agreements;

(4) the permanency of the investment of the protesting new motor vehicle dealer;
and

(5) whether it is beneficial or injurious to the public welfare for an additional 
franchise to be established or for the existing new motor vehicle dealer to be relocated.

(e) In this section,

(1) "relevant market area" means the greater of the area

(A) within a radius of 14 miles around an existing new motor vehicle dealer; or

(B) of responsibility defined in a governing franchise agreement;

(2) "relocate" and "relocation" do not inch'de the relocation of a new motor vehicle 
dealer within two miles of the new motor vehicle dealer's established place of business.

Sec. 45.25.190. Arbitration.

In a controversy between a manufacturer and a new motor vehicle dealer under AS 
45.25.010,- 45.25.32o, neither the manufacturer nor the new motor vehicle dealer is 
required to submit the controversy to arbitration. If both the manufacturer and the new 
motor vehicle dealer agree to submit a controversy under AS 45.25.010,- 45.25.320 to 
arbitration, the arbitration shall be conducted under AS 09.43.020 - 09.43.180 (Uniform 
Arbitration Act), the manufacturer and the new motor vehicle dealer shall each select one 
arbitrator, and both the manufacturer and the new motor vehicle dealer shall select the 
third arbitrator.

Article 03. MANUFACTURER AND DISTRIBUTOR PRAC TICES

See. 45.25.300. New motor vehicle dealership location and facilities.

A manufacturer may not require, coerce, or attempt to coerce a new motor vehicle dealer 
to change the location of the new motor vehicle dealership or to make any substantial 
alterations to the new motor vehicle dealership premises or facilities if the change or



alteration would be unreasonable or if there is not a sufficient supply of new motor 
vehicles to justify the expansion in light of the current market and economic conditions.

Sec. 45.25.310. Discrimination.

A manufacturer may not unfairly discriminate among new motor vehicle dealers with 
respect to warranty reimbursements or authority granted new motor vehicle dealers to 
make warranty adjustments with retail customers.

Sec. 45.25.320. Time limits on claim audits, claim denials, claim reductions, and charge 
backs.

(a) A manufacturer or distributor may not audit a claim, deny a claim, reduce the 
amount of a claim to be reimbursed to a new motor vehicle dealer, or charge back a 
portion of the claim to a new motor vehicle dealer if 18 or more months have passed 
since the new motor vehicle dealer submitted the claim or if 18 or more months have 
passed from the end of a manufacturer-sponsored incentive program related to the claim, 
whichever 18-month period ends later.

(b) The time restriction in (a' >f this section does not apply if the manufacturer 
reasonably suspects that fraud is involved in the claim.

(c) In this section, "claim" means a claim made by a new motor vehicle dealer for 
compensation by the manufacturer or distributor for sales incentives, warranty repairs, 
and service incentives.

Article 04. DEALER PRACTICES

Sec. 45.25.400. Prohibited use of advertising terms.

(a) A motor vehicle dealer may not use the term "invoice." "factory invoke," "dealer 
invoice." "dealer cost." "wholesale price." or any other term of similar meaning in an 
advertisement for the sale of a motor vehicle.

(b) A motor vehicle dealer may use the term "manufacturer's suggested retail price," 
"MSRP," or "list price" in an advertisement for the sale of a motor vehicle, subject to the 
restriction on price comparisons in AS 45.25.450.and the following:

(1) the advertised price must reference the linal price listed by the manufacturer on 
the monroney sticker, including accessories and options physically attached to the vehicle 
at the time o f delivery to the dealer, plus any transportation charges, and minus all 
manufacturer discounts and savings:

(2) the manufacturer's suggested retail price or the list price does not include charges 
added by the dealer or options added to the vehicle by the dealer: and

■
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(3) whenever using the term "manufacturer's suggested retail price," "MSRP," or 
"list price." the dealer may not represent that a buyer would save money by paying a price 
that is lower than the "manufacturer's suggested retail price." "MSRP," or "list price."

Sec. 45.25.410. Availability o f advertised items.

A motor vehicle dealer may not advertise a new motor vehicle r * speeded dealer price 
with the intent not to supply reasonably expec'ed demand, unless the advertisement 
discloses the number of vehicles in stock at the advertised price.

Sec. 45.25.420. Display of motor vehicles.

A motor vehicle dealer shall display all vehicles advertised for sale for the duration of the 
sale period in a conspicuous and clearly visible location on the dealer's premises. T he 
advertised sale price for each vehicle must be clearly marked on the vehicle so the 
consumer can readily identify the advertised price for the vehicle.

Sec. 45.25.430. Refusal to sell on advertised terms and conditions.

A motor vehicle dealer may not refuse to sell a motor vehicle on the terms and conditions 
that the dealer has advertised. This section does not apply if

(1) the dealer can document that the advertised term or condition was the result of an 
error on the part of the advertising medium or an outside advertising agent; or

(2) the refusal is based on an error that was made in good faith by the dealer and was 
clearly and conspicuously a mistake, and the dealer corrected the error as soon as the 
dealer knew or reasonably should have known of the error.

Sec. 45.25.440. Advertised price.

(a) When selling a motor vehicle, a motor vehicle dealer may not charge dealer fees 
or costs, except for fees actually paid to a state agency for licensing, registration, or title 
transfers, unless the fees or costs are included in the advertised price.

(b) In this section, "dealer fees or costs" includes dealer preparation fees, document 
preparation fees, surcharges, and other dealer-imposed fees and costs.

Sec. 45.25.450. Advertise price comparisons, reductions, and discounts.

(a) A motor \ chicle dealer may not make a price comparison, price reduction, or 
price discount in an advertisement unless the comparison, reduction, or discount complies 
with this section.

(b) A motor vehicle dealer may advertise a price comparison for a new motor vehicle 
with the manufacturer’s suggested retail price only if
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(1) the iealer only uses the term "manufacturer's suggested retail price," "MSRP," or 
"list price";

(2) the advertised price references the final price listed by the manufacturer on the 
inonroney sticker;

(3) the manufacturer's suggested retail price, MSRP, or list price does not include 
charges added by the dealer or options added to the vehicle by the dealer;

(4) the dealer clearly discloses that the manufacturer's suggested retail price. MSRP, 
or list price may not rellcct the actual selling price for the \ehicle in the dealer's trade 
area: and

(5) the dealer does not make a representation in the advertisement, including a 
reference to a "sale," "reduction," or "discount," that the comparison represents a saving 
to the consumer.

(c) A motor vehicle dealer may not use a competitor's price as a reference price 
unless

(1) the reference price is the competitor's current, bona fide price »n the trade area of 
the dealer making the comparison;

(2) the comparison is to an identical or nearly identical vehicle that does not 
materially differ in model, style, design, name, brand, kind, or quality from the advertised 
product: and

(3) the dealer includes in the advertised price all charges that the competitor includes 
in the competitor's price.

(d) A motor vehicle dealer shall be in possession of documents and all other 
information necessary to substantiate all reference price claims when the claims are made 
and shall maintain this information in a readily accessible place for two years after the 
time the reference price c.aims are made.

Sec. 45.25,460. Advertising and selling practices generally.

(a) In addition to the provisions of AS 45.50.471 and regulations adopted under AS 
45.50.471,. a motor vehicle dealer

1 1) shall include in an advertisement of a motor vehicle for sale all fees or charges, 
except fees or charges to be paid to a third party;

(2) may not represent the dealer document preparation fee as a government fee;
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(3) may not advertise a specific motor vehicle for sale without identifying the 
vehicle by either its vehicle identification number, vehicle stocking number, or license 
number;

(4) may not advertise that free merchandise, gifts, or services will be provided by the 
dealer if a vehicle is purchased: in this paragraph, "free" includes merchandise or services 
offered for sale at a price less than the dealer's cost for the merchandise or serv ices;

(5) may not use the term "rebate," "cash back." or a similar term in advertising the 
sale of a motor vehicle unless the rebate is expressed in a specific dollar amount and is in 
ract a rebate offered by the vehicle manufacturer or distributor directly to the retail buyc 
of the vehicle;

(6) may not require a person, in order to receive the advertised credit terms, to pay a 
higher price lor a motor vehicle and any related goods or services than the cash price the 
same person would have to pay to purchase the same vehicle and related goods or 
service'-”

(7) may not advertise a guaranteed trade-in allowance or range of allowances unless 
the guarantee is provided by the manufacturer or distributor;

(8) may not affix to a new motor vehicle a supplemental price sticker containing a 
price that represents the dealer's asking price if the supplemental price sticker exceeds the 
manufacturer's suggested retail price, unless the supplemental sticker

(A) clearly and conspicuously, in the largest print appearing on the sticker other than 
the print size used for the dealer's name, discloses that the supplemental sticker price is 
the dealer’s asking price, or words of similar meaning, and is not the manufacturer's 
suggested retail price;

(B) clearly and conspicuously discloses the manufacturer's suggested retail price:
and

((’) states, if the supplemental sticker price is greater than the sum of the 
manufacturer's suggested retail price and the price of the items added by the dealer, the 
difference and describes it as additional dealer mark-up;

(9) may not advertise or otherwise represent, or knowingly allow to be advertised or 
represented on behalf of the dealer, that a down payment is not required in connection 
with the sale of a motor vehicle when a down payment is in fact required;

(10) may not advertise an offer for the sale, lease, or purchase of a motor vehicle that 
does not contain the name of the dealer:

(11) may not represent and sell as a new motor vehicle a demonstrator vehicle or a 
motor vehicle that is a used motor vehicle; in this paragraph, "demonstrator vehicle"



(A) means a motor vehicle

(i) that has been assigned by a dealer for use by the dealership as an executive 
vehicle for promotional purposes, including being driven in the community;

(ii) that has not been licensed by a retail buyer; and

(iii) the title of which has not been transferred to a retail buyer;

(B) does not include a motor vehicle that has only been driven to demonstrate the 
motor vehicle to a prospective buyer;

(12) may not advertise that the dealer finances any person or does not reject any 
person's credit, or make similar claims;

(13) may not aJvertise or make a statement, declaration, or representation in an 
advertisement that cannot be substantiated in fact; the burden of proof of the factual basis 
for the statement, declaration, or representation is on the dealer.

(b) [Repealed. Sec. 9 eh 171 SLA 200-1J.

Sec. 45.25.465. Sales of used motor vehicles; required disclosures.

(a) Before the sale of a used motor vehicle, a motor vehicle dealer shall,

(1) when obtaining a used motor vehicle from an individual consumer, make a 
reasonable inquiry' of the seller into the condition of the vehicle, including the accident 
and repair history of the vehicle; the information shall be recorded in writing and verified 
by the seller; the dealer shall provide this information to a prospective purchaser of the 
vehicle;

(2) when a motor vehicle dealer obtains a used motor vehicle from another motor 
vehicle dealer, a wholesaler, or an auction, disclose to a prospective purchaser of the 
vehicle that (he vehicle was purchased from another dealer, a wholesaler, or an auction.

(b) Nothing in this section creates an express warranty by the dealer.

(c) When a motor vehicle dealer sells a used motor vehicle or a current model used 
motor vehicle, the motor vehicle dealer shall disclose to the buyer in writing in a manner 
that is clear and conspicuous and posted in the window of the vehicle

(1) that the warranty prov isions of AS 45.45.300.- 45.45.360 do not apply to the 
purchase of the motor vehicle;

(2) that, if applicable, the vehicle is not subject to a manufacturer's warranty; and



(3) that, if applicable, the vehicle was originally manufactured for sale in Canada or 
another foreign country.

Sec. 45.25.470. Sales of vehicles manufactured for sale in a foreign country.

Before sale, a motor vehicle dealer shall disclose in writing whether a motor vehicle was 
originally manufactured for sale in Canada or another foreign country.

Sec. 45.25.480. Identification number plates.

A motor vehicle dealer may not knowingly purchase or sell a vehicle that has an altered 
or removed vehicle identification number plate, or alter or remove a vehicle identification 
number plate.

Sec. 45.25.490 Required documentation.

A motor vehicle dealer may not sell or offer to sell a motor vehicle unless the motor 
vehicle dealer holds a manufacturer's statement of origin, a title, or another properly 
executed document reasonably necessary to obtain the statement of origin or title for 
transfer of the vehicle to the buyer.

Sec. 45.25.500. Trade-ins.

A motor vehicle dealer may not transfer title to a trade-in vehicle or perform any repairs 
or reconditioning on a trade-in vehicle before the completion of the sales transaction for 
which the vehicle is a trade-in.

Sec. 45.25.510. Disclosure of damages.

(a) Before entering into a new motor vehicle sales contract, a new motor vehicle 
dealer shall disclose in writing to a buyer of the new motor vehicle any known damage 
and repair to the new motor vehicle if the damage exceeds five percent of the 
manufacturer's suggested retail price as calculated at the dealer's authorized warranty rate 
for labor and pans, or $ 1.000, whichever amount is greater. A new motor vehicle dealer 
is not required to disclose to a buyer that glass, tires, bumpers, or cosmetic parts of a new 
motor vehicle were damaged at any time if the damaged item has been replaced with 
original or comparable equipment. A replaced part is not part of the cumulative damage 
required to be disclosed under this subsection.

(b) If disclosure is not required under this section, a buyer may not rc >ke or rescind 
a sales contract due to the fact that the new motor vehicle was damaged at»u repaired 
before completion of the sale.

(c) In this section.
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(1) "cosmetic parts" means parts that are attached by and can be replaced in total 
through the use of screws, bolts, or other fasteners without the use of welding or thermal 
cutting and includes windshields, bumpers, hoods, or trim panels;

(2) "manufacturer's suggested retail price" means the retail price of the new motor 
vehicle suggested by the manufacturer and includes the retail delivered price suggested 
by the manufacturer for each accessory or item of optional equipment physically attached 
to the new motor vehicle at the time of delivery to the new motor vehicle dealer that is 
not included within the retail price suggested by the manufacturer for the new motor 
vehicle.

Sec. 45.25.520. Form of disclosures.

Except as provided in AS 45.25.460(a)(8)(A), if a disclosure is required by this chapter 
with respect to a motor vehicle advertisement, the disclosure must be made in a clear and 
conspicuous manner.

Sec. 45.25.530. Disclosure regarding receipt of commissions.

If a motor vehicle dealer's service operations employees receive a commission for the 
amount of work they perform, the motor vehicle dealer shall post a conspicuous sign that 
is visible to service customers that the dealer's service operations employees work on 
commission.

Sec. 45.25.590. Definitions.

In AS 45.25.400.- 45.25.590.

(1) "advertise," "advertised," "advertising," and "advertisement" include 
representations, w hether made cm or off store premises, made to persons in the print 
media, in the broadcast media, on the computer, in a brochure, in a flyer, by direct mail, 
by sign, or on a tag;

(2) "monroney sticker" means the w indow sticker required by 15 U.S.C. 1231 - 1233 
(Automobile Information Disclosure Act);

(3) "motor vehicle," notwithstanding the definition of "motor vehicle" in AS 
45.25.990 . means a vehicle, including a trailer, that is required to be registered under AS 
28.10, but does not include a motorcycle;

(4) "new motor vehicle," notwithstanding the definition of "new motor vehicle" in 
AS 45.25.990 , means a motor vehicle that has not been titled to anyone and still retains 
the original manufacturer's certificate of origin.

Article 05. SALES AND SERVICE CONTRACTS



•  •

Sec, 45.25.600. Title transfer.

A motor vehicle dealer may not transfer the title for a motor vehicle to a buyer before all 
of the sale documents, including any finance contract arranged by the seller, are complete 
and executed in final form by all parties to the sale.

Sec. 45.25.610. Sales contracts.

(a) A motor vehicle sales contract must be in writing, signed by both the seller and 
buyer, and completed as to all essential provisions before the signing of the contract by 
the buyer and before delivery of the vehicle to the buyer.

(b) [Repealed, Sec. 9 ch 171 SLA 2004],

(c) If a motor vehicle dealer arranges financing for a buyer, the motor vehicle dealer 
may deliver the motor vehicle to the buyer before final approval bv the financing entity if

(1) the buyer and seller sign an agreement separate from the motor vehicle 
installment contract on an 8 1/2 x 11 inch sheet of papei that clearly and conspicuously 
informs the buyer that final financing rrangements have not yet been approved and that 
clearly sets out the amount that will be financed, the annual percentage rate of the finance 
charge, the amount of the finance charge, the number and frequency of payments, and the 
amount of each payment:

(2) the separate agreement clearly and conspicuously informs the buyer that 
accepting delivery of the vehicle before final financing approval obligates the buyer to 
terms of the motor vehicle sales contract if the terms on the separate agreement are 
identical to the terms finally approved by the financing entity: and

(3) the separate agreement pro Jes that the separate agreement, the motor vehicle 
sales contract, and any and all other conditions of the purchase will be void if any of the 
terms contained in the separate agreement are changed by either the motor vehicle dealer 
or the financing institiKion as a condition of sale or final financing approval.

(d) If a buyer's final financing is not approved and. as a result, the transaction is not 
completed, the motor vehicle dealer shall return the buyer's entire down payment, and the 
buyer's trade-in, if any, shall be returned to the buyer in the same condition and with not 
more than 100 miles accumulated on the odometer from when the motor vehicle was 
delivered to the motor vehicle dealer.

(e) In this section, "sales contract" includes an installment sales contract, a short­
term sales contract, and a single-payment contract.

Sec. 45.25.620 Serv ice contracts.
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(a) A motor vehicle service contract must be in writing and contain all essential 
provisions regarding the administration of the contract. If a motor vehicle dealer presents 
a service contract to the customer as an "application" for a contrr :t, it must be clearly and 
conspicuously marked as an application and must disclose the applicable rules for 
obtaining a final service contract.

(b) If a service contract is included in a motor vehicle sale, me seller shall, before 
delivery of the motor vehicle, give to the buyer a written statement with all pertinent 
blank spaces filled in that shall be signed by both the buyer and seller and that clearly and 
conspicuously

(1) explains the difference between a service contract and a warranty:

(2) discloses the maker of or obiigor on the service contract:

(3) describes the relationship between the maker and the seller of the serv ice 
contract;

(4) for a vehicle that is a used vehicle, notifies the buyer that the seller may not 
disclaim implied warranties if the seller is the maker or obligor of the service contract; 
and

(5) includes all other disclosures required by law.

(c) A motor vehicle dealer may not disclaim or limit implied warranties for a motor 
vehicle for which the motor vehicle dealer is a maker of a service contract sold for that 
motor vehicle. However, a motor vehicle dealer may disclaim or limit implied warranties 
as otherwise allowed by law. regardless of the make or model of the motor vehicle, if the 
motor vehicle dealer is merely the seller, not the maker, of the service contract and does 
not otherwise extend any written warranties on ihe motor vehicle that is purchased.

(d) lit this section, "maker" means the person that makes, frames, and executes a 
service contract and assumes any obligation due to the buyer, but does not include a 
motor vehicle dealer who merely sells the service contract as the agent of a service 
contract company d ing business in this state.

Sec. 45.25.630. Discharged amounts in motor vehicle leases,

(a) Notwithstanding another provision of law to the contrary, if the amount to be 
paid by a lessee under a motor vehicle lease includes a discharged amount, the inclusion 
of the discharged amount in the amount to be paid under the lease is not a loan of the 
discharged amount and is not subject to any law that regulates the disclosure of interest, 
the charging of interest, the amount of interest rates, or the lending of money.



(b) In this section, "discharged amount" means the amount, if any, that the lessor 
agrees to pay to discharge an outstanding obligation of the lessee under an existing motor 
vehicle agreement, loan, installment sales contract, or lease.

Article 06. GENERAL PROVISIONS

Sec. 45.25.900. Conflict with other law.

If a provision of this chapter conflicts with another provision of this title, this chapter 
controls.

Sec. 45.25.910. Remedial purpose.

The provisions of this chapter are remedial.

Sec. 45 25.990. Definitions.

In this chapter,

(1) "dealer" means a new motor vehicle dealer or used motor vehicle dealer;

(2) "dealership" means the business entity that is operated by a motor vehicle dealer;

(3) "distributor" means a person or entity who sells or distributes new or used motor 
vehicles to motor vehicle dealers or who maintains or sends distributor representatives 
within or to this state to sell or distribute new or used motor vehicles to motor vehicle 
dealers in this state; in this paragraph, "distributor representative" means a representative 
employed by a distributor branch, distributor, or wholesaler who sells or distributes new 
or used motor vehicles to franchised motor vehicle dealers in this state;

(4) "distributor branch" means a branch office maintained by a distributor or 
wholesaler who sells or distributes new or used motor vehicles to franchised motor 
v ehicle dealers in this state;

(5) "franchise" means a written arrangement for a definite or indefinite period in 
which a manufacturer, distributor, or motor vehicle wholesaler grants to a motor vehicle 
dealer a license, sales and serv ice agreement, or contract of any kind to use a trade name, 
service mark, or related characteristic, and in which there is a community of interest in 
the v. 'csale or retail marketing of related motor vehicles or services;

(6) "franchised" means having a franchise:

(7) "fraud" includes a promise or representation not made honestly or in good faith, 
and an intentional failure to disclose a material fact;
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(8) "good faith" means honesty in fact and the observ ation of reasonable commercial 

standards of fair dealing in the trade;

(9) "lease," except in A? 45.25.150., means a contract by which a person owning a 
motor vehicle grants to another person the right to possess, use, and enjoy the motor 
vehicle for a specified period of time in exchange for periodic payment of a stipulated 
price and in which the use of the vehicle is granted for a period of 12 or more months;

(10) "manufacturer" means a person or the person's subsidiary who manufacturers, 
imports, distributes, or assembles new motor vehicles and includes an administrator, a 
distributor, a distributor branch, and a factory branch; in this paragraph, "factory branch" 
means a branch office maintained by a manufacturer for directing and supervising the 
representatives of the manufacturer;

(11) "manufacturer representative" means any employee or agent of a manufacturer 
who engages in the business of contacting a manufacturer’s respective franchised dealers 
for the purpose of making or promoting the sale of the manufacturer's vehicles, parts, 
accessoi ies, or services;

(12) "motor vehicle" means a motor vehicle that is required to be registered under 
AS 28.10, but does not include a motor home, a recreational vehicle, or a motorcycle;

(13) "motor vehicle dealer" has the meaning given in AS 08 66.350., except that, in 
this paragraph, notwithstanding the definition of "motor vehicle" given in AS 08.66.350., 
"motor vehicle" h ’s the meaning given in this section;

(14) "motor vehicle salesperson" means a person who is employed by a motor 
vehicle dealer as a salesperson or sales representative to solicit, sell, lease, or exchange 
motor vehicles under the direction of a motor vehicle dealer;

(15) "new motor vehicle" means a motor vehicle that has not been previously sold to 
and registered to a person except a distributor, wholesaler, or motor vehicle dealer for 
resale;

(16) "new motor vehicle dealer" means a motor vehicle dealer lor new motor 
vehicles or for new and used motor vehicles;

(17) "sale" means the issuance, transfer, agreement for transfer, exchange, gift, 
pledge, hypothecation, or mortgage in any form, whether by transfer in trust or otherwise, 
of a motor vehicle, an interest in a motor vehicle, or a related franchise;

(18) "service contract" means an optional agreement that is separate from a contract 
for the sale of a motor vehicle and that covers certain repair or maintenance functions 
beyond coverage provided by a warranty;

(19) "terminate" includes nonrenewal or cancellation;
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(20) "used motor vehicle" means a motor vehicle that has been previously sold to 
and registered to a person other than a distributor, wholesaler, or motor \ehiele dealer,

(21) "used motor vehicle dealer" means a motor vehicle dealer for used motor 
vehicles.
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REPRESENTATIVE BILL THOMAS

F A X  9 0 7 - 4 6 5 - 2 6 5 2
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8 S S - 4 6 1 - 3 7 3 2

State Capitol 

Juneau AK. 99801-11 8 2

MEMORANDUM

DATE: 2-07-07
A

TO: Representative Johansen 

FROM. Representative Thomas

RE: HJR 8 Opposing Washington State Container Tax

I respectfully request that you schedule HJR 8 for a hearing in House Transportation at your 
earliest convenience. HJR 8 asks that the Washington State Legislature not to enact additional 
Ices on shipping containers being shipped to and from that state.

If you have any questions please contact by staff. Kaci Schroeder Hotch. Thank you.



REPRESENTATIVE BILL THOMAS J u n e a u  A K .  9 9 8 0 1 - 1 1 8 2

ALASKA STATE LEGISLATURE DISTRICT 5 9 0 7 - 4 6 5 - 3 7 3 2

e mail: Representative. Bill.Thomas C l̂cgis.slate.ak.us webpage; www.akrcbulicans.org/thomas/
8 8 8 - ^ 6 1 - 3 7 3 2  

F A X  9 0 7 - 4 6 5 - 2 6 5 2

State Capitol

Sponsor Statement for HJR 8 Opposing the enactment by the Washington 
State Legislature of a shipping container tax.

Alaska depends heavily on goods shipped through ports in Washington state, which has long 
been a gateway to this slate. In 2003, Alaska was the Puget Sound's 5,h largest trading partner. 
The close economic connection between Alaska and Washington is responsible for at least 
103,500 jobs and over $4 billion in labor earnings.

Currently there is a bill before the Washington State Senate tha' oroposes to create a Freight 
Congestion Relief Account and taxation structure. A fee will be imposed on marine terminal 
operators at the rate of $50 per twenty-foot equivalent unit The terminal operator will be 
allowed u keep 10% of the fee as compensation for accounting costs, but must remit the rest 
back to the slate which will then go into this account.

With shipping fees in Alaska already astronomical this additional tax could be devastating to the 
How of goods to and from this state. HJR 8 brings this negative impact to the attention of the 
Washington State Legislature and asks that the Washington State legislature find some other 
means to fund infrastructure improvements to the polls of Washington I strongly urge your 
support of this resolution.

http://www.akrcbulicans.org/thomas/


M E M O

Dated : February 12, 2007

To: T a m a r a  C o o k
Direc tor ,  L e g is la t iv e  Legal an d  R e s e a r c h  S e rv ices

From: R e p re se n ta t iv e  K y ie  J o h a n se n

Re: D raf t in g  o f  a C o m m i t t e e  S ubs t i tu te  for H JR  8

D e a r  T a m :

E n c lo s e d  is draf t  l a n g u a g e  for an  ad d i t ion  o f  l a n g u a g e  to H J R  8. T h e  
T r a n s p o r t a t io n  C o m m i t t e e  w o u ld  l ike to a d o p t  the  C S  at a hea r in g  this 
T h u r s d a y  a f t e rn o o n  at 1:00 pm.

O n  p a g e  2, l ine 26 ,  insert :

FURTHER RESOLVED, the A la sk a  S ta te  L eg is la tu re  u rges  the 
A t to rn e y  G e n e ra l  for the  S ta te  o f  A la sk a  to use  the  r e sou rces  o f  the 
D e p a r tm e n t  o f  L a w  to research  the  legal  i ssues  p r e sen ted  by  a c o n ta in e r  tax 
a s  set  ou t  in S B  5207 ,  and  i f  such  a tax is en ac te d ,  and  the  facts and law 
su p p o r t  it, to im m e d ia t e ly  file a co m p la in t  an d  req ues t  for an in junc t ion  in 
F edera l  C o u r t  an d  a n y  o th e r  fo rum  that cou ld  p r o v id e  relief.



FURTHER RESOLVED t h e  A la sk a  S ta te  L e g is la tu re  u rges  T a l i s  C o lb u rg ,  
A t to r n e y  G e n e r a l  for the  S ta te  o f  A la sk a ,  to u s e  r e s o u rc e s  o f  th r  ' e p a r tm e n t  
o f  L a w  to re sea rc h  re levan t  i s sues  p r e se n te d  b y  a c o n t a i n e r  tax as set ou t  in 
S B  5 2 0 7  an d  i f  su c h  a tax b e c o m e s  law ,  to f ile a c o m p la in t  and  req u e s t  for 
an  in junc t ion  in Federa l  C o u r t  in W a s h in g to n  State.
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M E M O R A N D U M March 9, 2007

S U B J E C T : GATT and Customs Convention o Containers 
(Work Order No. 25-LS073I)

T O :

F R O M :
Legislative Counsel

You asked tor a review and comment on the validity of the fee proposed on containers by 
SB 5290 in light of Art. VII of the General Agreement on Tariffs and Trade (GATT) and 
the Customs Convention on Containers (CCOC). SB 5290 is being considered by the 
Washington State Legislature.'

As noted in an earlier memorandum to you regarding ^B 5290, dated January 31, 2007, I 
am not sure what activity the bill proposes to subject to the fee. The bill refers to 
processing a container without defining what activity constitutes processing. For the 
purpose of this memo. I will assume that the proposed fee attaches in some way to a 
container that is either empty or dairying goods in international commerce.

G A IT  and CCO C are international trade agreements that address the shipment of goods 
and movement of containers. A shipping container is an interesting tool of commerce in 
that the container itself has value, moves across international boundaries, remains in one 
country for a period of time, and then moves out of that country either loaded or empty. 
Both G A IT  and CCO C recognize that the goods within a container arc subject to duty 
and other fees, but distinguish fees applied to the contents of a container from those 
applicable to the container itself.

Article VII of G ATT addresses the valuation of imported merchandise for customs 
purposes. For that purpose, the value of imported merchandise "should be based on the 
actual value of the imported merchandise on which duly is assessed, or of like 
merchandise." Opponents of a fee on containers proposed for several major California 
ports claimed that a fee on shipping containers in those polls would breach obligations

1 In California. Senator Lowcnlhal has again introduced a bill to impose a container user 
fee on containers processed through the ports of Long Beach, Los Angeles, and Oakland. 
SB 974 was introduced on February 23, 2007, and is similar to Senator Lowenthal's 
SB 927 that was vetoed by Governor Schwarzenegger in September 2006.



under An. VII.2 However, Art. VII does not directly address a fee imposed on a 
container, and I have not found an inteipretation that describes how a flat fee, such as the 
container fee. is addiessed in Art. VII or is inconsistent with that article.1

Customs value is also the subject of the CCO C cited by opponents of state container fees. 
The CCOC defines "import duties and taxes" to include "Customs duties and all other 
duties, taxes, fees and other charges which are collected on, or in connection with, the 
importation of goods, but not including fees and charges limited in amount to the 
approximate cost of services rendered."4 This definition is broad enough to be interpreted 
to include a fixed rate container fee such as that proposed in Washington; such a fee may 
fall within the language "in connection with, the importation of goods."

Under the COCC, "temporary admission" of a container is described as "temporary 
importation, subject to reexportation, free of import duties and taxes and free of import 
prohibitions and restrictions."5 Thus, the CCO C could be interpreted to conclude that a 
flat fee imposed on a container that is being temporarily admitted into the United Slates 
in a Washington port is inconsistent with the convention. However, I expect the 
proponents of the fee would argue that the container fee is a fee "limited in amount to the 
approximate cost of services rendered," an imposition excluded fr m the definition of 
"import duties and taxes" in the CCOC.

In summary. I have not found a clear basis for concluding that the proposed Washington 
container fee is inconsistent with GATT; Art. VII of GATT seems limited to addressing 
the customs valuation of imported goods. However, I do find that the CCO C could be 
interpreted to preclude such a fee when the fee is imposed on a container that is 
temporarily admitted into the United States.0

Representative Kyle Johansen
March 9, 2007
Page 2

2 See, e.g. Letter from Sandra L. Kennedy, President, Retail Industry Leaders 
Association, to Assemblywoman Judy Chu, Chair, Committee on Appropriations. 
California Stale Assembly (June 30, 2005) (opposing SB 760). The letter is published on 
the Internet at lutp://w\\’\v. retail-leaders. < irg/new/irsources/CA %20SB%2076()%20- 
tZo20RILA%200ppuse%20Letter%20-%20Asm%20Appr%2006)-30-05.pilf (accessed 
March 7, 2007). California Governor Schwarzenegger vetoed similar legislation —  
SB 927 —  in September 2006.

1 Perhaps those in opposition to the container fee that cite Art. VII characterize the fee as 
a form of customs duty that, being a flat fee, is not based on the value of the merchandise 
in the container.

4 Customs Convention on Containers, 1972, ch. I, art. 1(a).

' Customs Convention, ch. I, art. 1(b),

6 Governor Schwarzenegger not address possible conflicts with international agreements 
in his veto message when he vetoed the proposed California container fee. Other than



Representative Kyle Johansen
March 9, 2007
Page 3

If I may be of further assistance, please advise.

DMB:med 
07-164. med

stating that there were other options that could be explored for the improvement of port 
infrastructi e, he expressed concern that such a fee would harm California exporters. He 
wrote, "It is very important that any measure that increases fees that impact exporters not 
have the unintended consequences of negatively impacting the sale and delivery of goods 
grown and manufactured in California. SB 927, unfortunately could negatively impact 
these exports as well." Governor Schwarzenegger's veto message for SB 927 is 
published on the Internet at http://Rov.ca.gov/pdf/press/sb_927_veto.pdf (accessed 
March 9, 2007).

http://Rov.ca.gov/pdf/press/sb_927_veto.pdf
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M E M O R A N D U M January 31, 2007

SUBJECT Proposed lee on processing shipping containers by Washington 
State (Work Order No. 25-LS0432)

TO:

FROM:
Legislative Counsel

You provided me with a copy of Senate Bill 5207 (SB 5207) that was introduced in the 
Washington State Legislature by Senators Haugen, Murray, and Spancl. You askeJ 
several questions about whether such a fee would be unconstitutional, would be 
preempted by federal law, or could be invalidated under some other legal theory.

The legality of the fee proposed in this bill is difficult to assess. The Le has not been 
enacted and the bill is unclear as to how the fee would be imnosed. There is no 
precedence for this fee and therefore no conclusive or helpful legal authority to support a 
conclusion that the fee, if enacted, would be unconstitutional or invalid under the 
supremacy of federal law. As I mentioned to Randy Ruaro of your office, the California 
assembly passed a very similar Ice in 2006, but the bill was vetoed by Governor 
Schwarzenegger.1 Some of the issues you raise were discussed during the consideration 
of that legislation.

SB 5207 proposes a fee imposed on "the processing of shipping containers in the ports of 
Washington sta te .T h e  amount of the Ice would be $50 per twenty-foot equivalent unit

1 The bill. SB 927, would have applied only to the ports of Los Angeles and Long Beach 
and proposed a tax of $30 per twenty-foot equivalent container length. Most containers 
are 40 feet in length and would have been subject to a $60 levy. Governor 
Schwarzenegger vetoed the bill on September 22, 2006. The governor's veto message is 
published on the Internet at hitp://w\v\\\lcf>info.ca.}>ov/jmh/05-06/biU/scn/sh_0901- 
0950/sb_927_vt_20060922. In ml (accessed I /26/2007).

: Sec. 3(1). S.B. 5207, 60th Legislature, 2007 Reg. Sess. (Wash. 2007), hereafter referred 
to as "SB 5207."



and would be payable by the marine terminal operator processing the container.-’ The 
amount of the fee is clear, however, the bill is vague on who is actually pay:ng the fee 
and what activity is subject to the fee. These vagaries make it difficult to analyze the 
effect of the bill and to predict the outcome of a legal challenge, should the fee be 
enacted.

The Washington bill is not clear regarding \ ho is actually paying the fee, although 
marine terminal operators arc the persons responsible for collecting the fee. I base this 
conclusion on such phrases in th«. ''ill as "each marine terminal operator . . . may retain 
10 percent of the fifty-dollar fee collected,"4 "fee collected by marine terminal 
operators,"5 "amount of revenue collected by the marine terminal operators,"1’ and "the fee 
required by this chapter, to be collected by the marine terminal operator."7 Also, a marine 
terminal operator who "fails to collect the fee imposed . . . or, having collected the fee, 
fails to pay it to the department" is personally liable to the stale for the amount of the fee.11 
No language describes who should be paying the fee to the operator.

I can tf nk of a number of possible persons that might be the target of the fee proposed in 
the bill, such as an ownf r of a container, the person shipping the container, the person 
receiving the container, the railroad continuing to ship the container from a port, the 
trucking company delivering c removing the container from the port, the owner of the 
contents of the container, or some other person. In the California legislation, the person 
who bore the burden of the fee was clearly defined -  SB 927 provided for the port 
authority to "assess a use ee on the owner o f container cargo moving through the port 
not to exceed $30 per [twenty-foot equivalent unit].'"7 [Emphasis added. |
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’ Sec. 3(2), SB 5207. Sec. 2(3) of the bill defines "twenty-loot equivalent unit" to mean 
"measure of containerized cargo capacity equal to one standard twenty foot (length) by 
eight foot (width) by eight foot and six inches (height) container."

4 Sec. 3(2), SB 5207.

5 Sec. 3(3). SB 5207.

* Sec. 3(4), SB 5207.

7 Sec. 5(1), SB 5207.

* See. 5(2), SB 5207.

‘7 Sec. 2, 1746(c), S.B. 927, 2006 - 2006 Session (CA 2006), hereafter referred to as
"SB 927." Sec. 2, 1746 was applicable to the Port of Los Angeles and a similar
provision. Sec. 2, 174"' was applicable to the Port of Long Beach. No other ports were 
included in the bill.



The activity subject to the fee is not clear. The fee is imposed on "the processing of 
shipping containers." but the bill does not define "processing" or "process." I could not 
find a definition of "processing" applicable to shipping containers in the Revised Code of 
Washington nor in the United States Code. Perhaps future committees that consider the 
bill will define the activity that triggers the fee.

Depending on how the bill evolves, the proposed fee may be subject to challenges under 
the United States Constitution. The burden the levy puts on interstate and foreign 
commerce is a factor when considering whether the fee violates the commerce clause"1 or 
the dormant commerce clause," The fee may also be subject to the constitutional 
prohibition against imposts and duties on imports and exports12 and the tonnage clause." 
If the fee is found to be levied upon or collected from a ship hauling the container being 
"processed," the reasonableness of the fee, the subject of levy, and the use of the proceeds 
may also have to comply with the restrictions in federal law, including in 33 U.S.C. 5(b). 
That subsection reads as follows:

(b) No taxes, tolls, operating charges, fees, or any other 
impositions whatever shall be levied upon or collected from any vessel or
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"Congress shall have Power to . . . regulate Commerce with foreign Nations, and 
among the several States, and with the Indian tribesf. J" Art. I, sec. 8, Constitution of the 
United States.

11 Willson i’. Black Bird Creek Marsh Co., 27 U.S. 245, 252 (U.S. 1829). Note that in 
dissenting opinions, Justice Scalia has questioned the validity of the "negative" Foreign 
Commerce Clause that has been interpreted to prohibit state regulation of commerce. 
Sec, e.g., Itel Containers lnt'1 Corp. v. Huddleston, 507 U.S. 60, 78-80 (U.S. 1993) 
(Scalia, J., concurring in part and concurring in the judgment). Justice Scalia has 
expressed the view that the Commerce Clause docs not have a self-operative prohibition 
upon the Slate's regulation of commerce. Should the Supreme Court adopt Justice 
Scalia's interpretation. States would have a greater ability to regulate commerce in areas 
in which Congress has taken no action. Under the present interpretation, a state may not 
lake action that Congress, should it choose to act, could over ride under its authority to 
regulate commerce under Art. 1, sec. 8.

"No state shall, without the Consent of the Congress, lay any Imposts or Duties on 
Imports or Exports, except what may be absolutely necessary for executing its inspection 
Laws: and the net Produce of all Duties and Imposts, laid by any State on Imports or 
Exports, shall be for the Use of the Treasury of the United States: and all such Laws shall 
be subject to the Revision and Control of the Congress," Art. I., sec. 10, Constitution of 
the United Stales.

M "No State shall, without the Consent of Congress, lay any Duty of Tonnage . . . ." 
Art. I. sec. 10. Constitution of the United States.



other water craft, or from its passengers or crew, by any non-Fedcra! 
interest, if the vessel or water craft is operating on any navigable waters 
subject to the authority of the United States, or under the right to freedom 
of navigation on those waters, except for--

(1) fees charged under section 208 of the Water Resources 
Development Act of 1986 ( 3 3  l l . S . C .  2 2 3 6 ) ;

(2) reasonable fees charged on a fair and equitable basis that—
(A) are used solely to pay the cost of a service to the vessel

or water craft;
(B) enhance the safety and efficiency of interstate and 

foreign commerce; and
(C) do not impose more than a small burden on interstate or 

foreign commerce; or
(3) property taxes on vessels or watercraft, other than vessels or 

watercraft that are primarily engaged in foreign commerce if those taxes 
arc permissible under the United Slates Constitution.

1 think the bill's approach of targeting "processing" for the imposition of the fee is an 
attempt to distance the fee from interstate and international commerce concerns. The 
attempt may be an effort to characterize the fee as a type of fee that Washington may 
properly impose on most intrastale activities, such as a fee on a business or occupat'on. 
However, if "processing" includes the loading and unloading of a water craft transporting 
a container, the fee is more likely to be a burden on interstate and foreign commerce.

The United Slates Supreme Court adopted a test for determining whether a state tax 
violates the Domestic Commerce Clause in C o m p l e t e  A u t o  T r a n s i t  C o r p .  r. B r a d y . ' 4 In 
I t e l  C o n t a i n e r s  I n t ' l  C o r p .  r. H u d d l e s t o n . 1 ' the court summarized the C o m p l e t e  A u t o  

T r a n s i t  test as follows:

A state tax satisfies the C o m p l e t e  A u t o  Domestic Commerce Clause test 
"when the tax is applied to an activity with a substantial nexus with the 
taxing State, is fairly apportioned, does not discriminate against interstate 
commerce, and is fairly related to the services provided by the State."

The foreign commerce clause raises two additional considerations beyond those in the 
commerce clause:

(1) the enhanced risk of multiple taxation; and
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14 430 U.S. 274, 51 L. Ed 2d 326, 97 S. Ct. 1076 (1977).

15 507 U.S. 60. 73 (U.S. 1993).



(2) the possibility that a state tax will "impair federal uniformity in an area
where federal uniformity is essential."16

If the fee is applied to a "process" that is not subject to taxation in a foreign jurisdiction, 
the proposed fee may avoid the risk of multiple taxation. However, whether the fee 
might impair federal uniformity of tax treatment of foreign flagged commercial passenger 
vessels in violation of the foreign commerce clause cannot be ascertained from the 
current version of the bill.

The tonnage clause prohibits "all taxes and duties regardless of their name or form, and 
even though not measured by the tonnage of the vessel, which operate to impose a charge 
for the privilege of entering, trading in, or lying in a port,"1' and "reliance on tonnage 
duties to raise general revenues, to regulate trade, or to charge for the privilege of 
entering, lying in. or trading in a port."18 The clause permits states to charge for services 
rendered to a vessel, such as pilotage, wharfage use of locks on a navigable river, or 
policing of a harbor,''' or for ensuring the availability of a service, such as fire fighting, 
even though not every vessel will actually need the service.20 Under a tonnage clause 
analysis, both the way in which the fee is imposed and the use of the fees collected would 
be subject to scrutiny.

Without knowing more about how the proposed lee in SB 5207 would be applied, even 
assuming it is limited to an activity within Washington State, 1 cannot say whether "it is 
fairly apportioned, docs not discriminate against interstate commerce, and is fairly related 
to the services provided by the State." A more clear description of the fee and how it will 
be imposed is also necessary before examining whether the fee may violate the 
constitutional prohibitions relating to foreign commerce and the import export clause or 
the tonnage clause. It is just loo soon to tell.

Judging from those opposing SB .5207 at us first hearing, I anticipate that i number of 
groups are standing ready to challenge the fee if the bill is enacted. Those that favor the 
enactment of the bill look at the bill as a user lee that can be used to provide freight- 
related congestion relief through the improvement of freight rail infrastructure and state
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16 C o n t a i n e r  C o r p o r a t i o n  o f  A m e r i c a  r. F r a n c h i s e  T a x  B o a r d .  463 U.S. 159. 185 - 86 
(1983).

17 C l y d e  M a l l o r y  L i n e s  w  A l a b a m a  e x  r e l  S t a l e  D o c k s .  296 U.S. 261, 265 (1935).

18 N e w  O r l e a n s  S . S .  v. P l a q u e m i n e s  P o r t ,  H a r b o r  a n d  T e r m i n a l  D i s t r i c t .  874 F.2J 1018.
1023 (5th Cir. 1989).

10 C l y d e  M a l l o r y  L i n e s .  296 U.S. at 265.

20 P l a q u e m i n e s , 874 F,2d at 1023.



highways that function as freight corridors/1 Opponents of the proposed fee arc 
concerned that the fee would divert container freight movement away from Washington 
ports and result in lost jobs. Opponents also assert that the fee is instead a tax and may be 
unconstitutional and violative of international treaties/2

For your information, the follow ing testified for and against the legislation at a public 
hearing before the Senate Transportation Committee on January 24, 2007/3

PRO: Larry Pursley, Washington Trucking Association; Doug Levy,
Cities of Everett, Kent, Federal Way, Renton and Puyallup.

CON: Mark Johnson, Washington Retail Association; Rich Berkowitz, 
Transportation Institute; Randy Ray, Pacific Seafood Processors; Jim 
Wilcox, Wilcox Farms/Washington Food Industry; Pat Jones, Washington 
Public Ports Association; Tim Farrell, Port of Tacoma; Terry Finn, Port of 
Seattle; Gordon Baxter, Masters. Mates and Pilots and Inland Boatmen's 
Union; Larry McKiI lip. United Transportation Union; Mike Elliot, 
Brotherhood of Locomotive Engineers; Karol Kingery, Marine Engineers 
Beneficial Association; Bill Stauffachcr, Burlington Northern Santa Fc 
Railroad; Tom Parker, Umcn Pacific Railroad; Scott Hazelgrove, Pacific 
Merchant Shipping Association; Rick Wickman, Columbia River 
Steamship Operators.

The industry groups opposing the enactment of SB 5207 a c similar and made arguments 
similar to those opposing the enactment of the California container fee that was vetoed by 
Governor Schwarzenegger. Again, the arguments against the fee include: job losses 
through loss of container business, the fee is unconstitutional, the tee violates federal 
limitations on the state taxation of freight carried on navigable waters, the fee conflicts 
with international treaties, and negative economic impacts on manufacturers, consumers,

Representative Kyle Johansen
January 31, 2007
Page 6

21 Senate Bill Report. SB 5207 (Jan. 25. 2007). The report was prepared by "non-partisan 
legislative staff for the use of legislative members in fhr,ir deliberations." The report is 
available on the Internet at http:/, 'ww ldg.wa.gov/pub/billinfu/2007- 
08/Pdf/Bitl7o20Repons/Senaie/5207.SHR.pdf (accessed I /29/2007).

22 Id. 1 listened to the Senate Transportation Committee Hearing that was streamed on the 
Internet on January 24. 2007. Opponents were concerned that freight would be diverted 
to Canadian and Mexican Ports, as well as other ports in Western stales that did not have 
a similar fee. Prince Rupert was mentioned as one possible alternative port that has rail 
service and could be the transfer point for containers bound for the central part of the 
United States. The committee hearing may be downloaded from the Internet as an mp3 
file at http://198.239J2.186/Dcliherations/2007010156.mpd (accessed 1/29/2007).

21 Id .

http://198.239J2.186/Dcliherations/2007010156.mpd


and farmers. SB 5207 is sponsored by Senators Haugen, Murray, and Spanel; Senator 
Haugen is the chair of the transportation committee, and Senator Murray is the vice-chair.

Should SB 5207 progress through the Washington Legislature and the details of how the 
new fee would be imposed be made clear, we may gain greater insight into the specific 
strengths and weaknesses of the fee when facing a legal challenge.

If I may be of further assistance, please advise.

DMRimed 
07-049. med
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SENATE BILL REPORT 
SB 5207

As of January 25, 2007

Title: An act relating to creating the freight congestion relief account to improve freight corridors 
with funding from the imposition of a fee on the processing of shipping containers.

Brief Description: Creating and funding the freight congestion relief account for the purpose of 
improving freight rail systems and state highways used as freight corridors through imposing a 
fee on the processing of shipping containers.

Sponsors: Senators Haugen, Murray and Spanel.

Brief History:
Committee Activity: Transportation: 1/24/07.

SENATE COM M ITTEE ON TRANSPORTATION 

Staff: David Ward (786-7341)

Background: The state has identified various and significant transportation projects that
support enhanced freight mobility and capacity. Although the state has provided some 
funding for these projects, the level of funding is insufficient to provide the level of 
investment necessary to alleviate congestion levels that impact freight mobility and capacity.

Summary of Bill: A fee is imposed on the processing of shipping containers in the ports of 
Washington State. The fee must be imposed at the rate of $50 per twenty-foot equivalent 
unit (TEU) and is payable by the marine terminal operator processing the container. Marine 
terminal operators may retain 10 percent of the fee to offset costs associated with the proper 
reporting of the number of TEUs processed. The remainder of the fee must be remitted to the 
Department of Revenue (DOR).

The Freight Congestion Relief Account is created in the State Treasury. All receipts received 
by DOR from the imposition of TEU processing fees must be deposited in the account. The 
account is subject to appropriation, retains 100 percent of the interest income generated by the 
account, and may only be used to provide freight-related congestion relief through the 
improvement of freight rail infrastructure and state highways that function as freight 
corridors.

Appropriation: None.

Fiscal Note: Available.

Committee/Commission/Task Force Created: No.

T h i s  a n a l y s i s  w a s  p r e p a r e d  b y  n a n  p a r t i s a n  l e g i s l a t i v e  s t a f f  f a r  t h e  u s e  o f  l e g i s l a t i v e  m e m b e r s  

i n  t h e i r  d e l i b e r a t i o n s .  T h i s  a n a l y s i s  i s  n o t  a p a r t  o f  t h e  l e g i s l a t i o n  n o r  d o e s  i t  c o n s t i t u t e  a  

s t a t e m e n t  o f  l e g i s l a t i v e  i n t e n t .

Senate Bill Report SB 5207



Effective Date: Ninety days after adjournment of session in which bill is passed.

Staff Summary of Public Testimony: PRO: Thee; should be a user fee to fund these 
critical investments and the return on investment should offset the costs. The system that 
comprises our state's freight infrastructure needs additional investment and, if possible, should 
include a component that would allow funding for projects adjacent to the state system that 
can demonstrably show significant ways to improve, link to, or offload pressure on state 
freight corridors.

CON: Seventy percent of containerized freight moving through Washington's ports is
discretionary. Imposition of a fee on the processing of shipping containers will therefore 
divert container freight movement away from the state's marine ports. Critical family wage 
jobs will also be lost and a negative ripple effect will be felt throughout the state economy. 
Such a fee would also impair state export trade and Washington is a highly trade-dependent 
state. There are additional concerns that the fee is instead a tax and may well be 
unconstitutional in that it impedes interstate commerce, import/export activity and the 
movement of containerized cargo as governed by federal law and international treaty.

Persons Testifying: PRO: Larry Pursley, Washington Trucking Association; Doug Levy, 
Cities of Everett, Kent, Federal Way, Renton and Puyallup.

CON: Mark Johnson. Washington Retail Association; Rich Berkowitz, Transportation
Institute; Randy Ray, Pacific Seafood Processors; Jim Wilcox, Wilcox Farms/Washington 
Food Industry; Pat Jones, Washington Public Ports Association; Tim Farrell, Port of Tacoma; 
Terry Finn, Port of Seattle; Gordon Baxter, Master. Mates and Pilots and Inland Boatmen's 
Union; Larry McKillip, United Transportation Union; Mike Elliot, Brotherhood of 
Locomotive Engineers; Karol Kingery, Marine Engineers Beneficial Association; Bill 
Stauffacher, Burlington Northern Sante Fe Railroad; Tom Parker, Union Pacific Railroad; 
Scott Hazelgrove, Pacific Merchant Shipping Association; Rick Wickman, Columbia River 
Steamship Operators.

Senate Bill Report -2- SB 5207
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M E M O

D a t e d :  J a n u a r y  24 ,  2 0 07

To: T a m a r a  C o o k
D irec to r ,  Leg is la t ive  Lega l  and  R e se a rc h  S erv ices

From: R e p re se n ta t iv e  K y le  J o h a n s e n

R e :  P r o p o s e a  W a s h in g to n  S ta te  S h ip p in g  C o n t a in e r  T ax

D e a r  M s.  C o o k :

In a d d i t io n  to the  legal issues d i s cu s se d  in m y  last m e m o  re g a rd in g  the  
p r o p o s e d  s h ip p in g  c o n ta in e r  tax  in W a s h in g to n  S ta te  ^ lea s e  c o n s id e r  the  
ad d i t iona l  legal  issues:

•  T h e  Por t  o f  Sea t t l e  be ing  a d e s ig n a te d  F o re ig n  T r a d e  Z o n e  and 
w h e t h e r  th e  im po s i t io n  o f  a c o n ta in e r  tax /  fee  is a l low ed

•  W h e t h e r  an  A la s k a  s h ip p e r  s e n d in g  g o o d s  in to  the Port  o f  Seatt le  
b e fo re  fu r the r  ex po r t  ou t  o f  W a s h in g to n  S ta te  w o u ld  ha v e  to be 
e x e m p t  f ro m  the  im pos i t ion  o f  a c o n ta in e r  tax / fee u n d e r  the 
C o m m e r c e  C l a u s e  and  Equal P ro tec t ion  C la u s e  o f  the  U ni ted  Sta tes 
C o n s t i tu t io n ,  S e e . V in tnar  Inc.,  v. Harr is  C o u n t y  A ppra isa l  D is tr ic t , 
9 4 7  S .W .2 d  554 (Tex.  1997)

•  W h e th e r  the  p r o p o s e d  c o n ta in e r  / tax fee w o u l d  v io la te  the  import -  
ex p o r t  c la u se  o f  the  U.S.  C ons t i tu t ion ,  See ,  V irg in ia  Indones ia  
C o m p a n y  v. H ar r i s  C o u n ty  A p p ra i sa l  D is t r i c t , 910  S .W .  2d  905 (Tex.  
1995)

Cc: Karl Amylon
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David Scott

From: Rep. Kyle Johansen
Sent: Wednesday, April 25, 2007 8:51 AM
To: David Scott
Subject: FW: WA Container Tax

From: Shari Gross [mailto:sharigross@sharigross.com]
Sent: Monday, April 23, 2007 9:34 AM 
To: Rep. Kyle Johansen 
Subject: WA Container Tax

Thanks for meeting with me last week. By way of follow up 1 thought you'd be 
interested to note that the Washington State Legislature passed SB 5207 before 
adjourning for the year, The measure changed significantly from its original form 
when it was introduced in January.

Let's stay in touch. Please get in touch with me anytime necessary, and also know 
that Alaska's interests arc duly noted by the Port o f Tacoma; we will continue our 
efforts to ensure that Alaska's special stake in the outcome is understood.

Shari Gross Teeple

SB 5207

SB 5207 creates the freight congestion relief account. Dollars from the account may 
only be used to provide congestion relief through the improvement of freight rail 
systems and state highways that function as freight corridors. The bill does not define 
freight corridors and does not fund the account

SB 5207 requires the Joint Transportation Committee to conduct a study of possible 
funding mechanisms for this new freight congestion relief account At a minimum, the 
study must:

• evaluate federal, state, incentive, and other project specific fees;
• analyze current taxes and fees paid by the freight industry and the projects the 

taxes and fees fund;
• assess other non freight-related fees and taxes that could be used to pay for 

freight congestion relief investments;
• assess how other states and countries pay for freight congestion relief 

investments;
• discuss the various approaches and their impacts on Washington 

competitiveness in freight movement;
• assess the imposition of a shipping container-based fee, port-related user fees, 

or other funding mechanisms on the deni.'’ ! elasticity of the movement of 
freight goods through Washington's container ports at various rates as well as 
forecast diversion of marine cargo at various price points;

4 25/2007

mailto:sharigross@sharigross.com
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• measure the return on investment in freight rail and highway-based 
infrastructure supported by the user fee and its impact on forecast growth in 
shipping container traffic and the movement of freight goods; and

• recommend the structure of a future project recommendation body including its 
membership, process, and selection criteria.

Finally, SB 5207 would create a stakeholder group of representatives of the freight 
sector to work with the JTC to identify critical freight congestion relief investments; 
identify alternatives for a dedicated funding source for freight congestion relief 
investments or user fees to fund specific freight congestion relief investments; and 
reviewing the final JTC study. Stakeholder group members will include:

• two representatives of container ports;
• one representative of trucking;
• one representative from railroads;
• one representative from international shipping;
• one representative from national shipping;
• two representatives of organized labor;
• two representatives of the import/export community;
• one representative from WSDOT; and
• one representative from FMSIB.

Transportation Budget

The Legislature adopted a transportation budget that provides the full funding 
promised for projects identified in the Nickel and Transportation Partnership Act 
(a.k.a. 9 cent gas tax).

The budget also holds forth the promise of new funding three projects during the 
second half of the biennium, paid for by the freight congestion relief account, provided 
the Legislature in 2008 adopts the funding recommendations put forward by the JTC.

‘‘New’’ money in the transportation budget includes:
PR O JE C T 2008 Funding Total  Funding
SR-167 Extension S40 million S18S.2 million
SR-509 Extension $93.9 million
Stampede Pass $25 million $25 million

N o  v i r u s  f o u n d  i n  ( I n s  o u t g o i n g  m e s s a g e .
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SUBST I TUTE  SENATE B I L L  5207

S t a t e  o f  W a s h i n g t o n  60th L e g i s l a t u r e  2007 R e g u l a r  S e s s i o n

B y  S e n a t e  C o m m i t t e e  o n  T r a n s p o r t a t i o n  ( o r i g i n a l l y  s p o n s o r e d  b y  
S e n a t o r s  H a u g e n ,  M u r r a y  a n d  S p a n e l )

READ F I R S T  T IM E  03/05/07.

AN ACT R e l a t i n g  t o  a s t u d y  t o  e v a l u a t e  t h e  i m p o s i t i o n  o f  a f e e  on 
t h e  p r o c e s s i n g  o f  s h i p p i n g  c o n t a i n e r s ,  p o r t - r e l a t e d  u s e r  f o e s ,  a n d  
o t h e r  f u n d i n g  m e c h a n i s m s  t o  i m p r o v e  f r e i g h t  c o r r i d o r s ;  c r e a t i n g  t h e  
f r e i g h t  c o n g e s t i o n  r e l i e f  a c c o u n t ;  r e e n a c t i n g  a n d  a m e n d i n g  RCW 
43.84.092;  a d d i n g  a new s e c t i o n  t o  c h a p t e r  46.68 RCW; c r e a t i n g  new 
s e c t i o n s ;  a n d  p r o v i d i n g  a n  e x p i r a t i o n  d a t e .

BE I T  ENACTED BY THE LEG I SLATURE OF THE STATE OF WASHINGTON:

NEW SE CT I ON .  S e c .  1 .  The  l e g i s l a t u r e  f i n d s  a n d  d e c l a r e s  t h e r e  i s  
a n e e d  t  m i t i g a t e  t h e  e n o rm o u s  b u r d e n  i m p o s e d  on t h e  s t a t e  
t r a n s p o r t a t i o n  s y s t e m  b y  t h e  o v e r l a n d  mov em e n t  o f  c a r g o  s h i p p e d  t o  a. 'd 
f r o m  W a s h i n g t o n  s t a t e  p o r t s .  A c c o r d i n g l y ,  i t  i s  t h e  i n t e n t  o f  t h e  
l e g i s l a t u r e  t o  a l l e v i a t e  t h i s  b u r d e n  b y  s t u d y i n g  t h e  i m p o s i t i o n  o f  a 
f e e  on  t h e  p r o c e s s i n g  o f  s h i p p i n g  c o n t a i n e r s  t h r o u g h  t h o s e  p o r t s .  T h e  
s t u d y  s h a l l  a l s o  e x a m i n e  o t h e r  s i m i l a r  n e c h a n i s m s  f o r  i m p o s i n g  a n d  
c o l l e c t i n g  p o r t - r e l a t e d  u s e r  f e e s ,  a s  w e l l  as o t h e r  f u n d i n g  m e c h a n i sm . : .  
E n a c t m e n t  by  t h e  l e g i s l a t u r e  o f  a n y  f u n d i n g  m e c h a n i s m  i d e n t i f i e d  b y  t h e  
s t u d y  mu s t  r e q u i r e  t h e  u s e  o f  t h e  f u n d s  d e r i v e d  t h e r e f r o m  t o  p r o v i d e  
c o n g e s t i o n  r e l i e f  t h r o u g h  t h e  i m p r o v e m e n t  o f  f r e i g h t  r a i l  s y s t e m s  a n d  
s t a t e  h i g h w a y s  t h a t  f u n c t i o n  a s  f r e i g h t  c o r r i d o r s .
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NEW SE CT I ON .  S e c .  2 .  S u b j e c t  t o  a v a i l a b i l i t y  o f  am o u n t s  
a p p r o p r i a t e d  f o r  t h i s  s p e c i f i c  p u r p o s e ,  t h e  j o i n t  t r a n s p o r t a t i o n  
c o m m i t t e e  s h a l l  a d m i n i s t e r  a c o n s u l t a n t  s t u d y  t o  e v a l u a t e  t h e  
i m p o s i t i o n  o f  a f e e  o n  t h e  p r o c  s s i n g  o f  s h i p p i n g  c o n t a i n e r s ,  p o r t -  
r e l a t e d  u s e r  f e e s ,  a n d  o t h e r  f u n d i n g  m e c h a n i s m s  t o  i m p r o v e  f r e i g h t  
c o r r i d o r s  f o r  d e p o s i t  i n  t h e  f r e i g h t  c o n g e s t i o n  r e l i e f  a c c o u n t  c r e a t e d  
u n d e r  c h a p t e r  46.68 RCW.

(1) A t  a m i n i m u m ,  t h e  s t u d y  m u s t :  (a) A s s e s s  t h e  i m p o s i t i o n  o f  a
s h i p p i n g  c o n t a i n e r  b a s e d  f e e ,  p o r t - r e l a t e d  u s e r  f e e s ,  a n d  o t h e r  f u n d i n g  
m e c h a n i s m s  on t h e  d emand  e l a s t i c i t y  o f  t h e  mo v eme n t  o f  f r e i g h t  g o o d s  
t h r o u g h  W a s h i n g t o n ' s  c o n t a i n e r  p o r t s  a t  v a r i o u s  r a t e s  as  w e l l  as 
f o r e c a s t  d i v e r s i o n  c f  m a r i n e  c a r g o  a t  v a r i o u s  p r i c e  p o i n t s ;  (b) m e a s u r e  
t h e  r e t u r n  on i n v e s t m e n t  i n  f r e i g h t  r a i l  a n d  h i g h w a y - b a s e d  
i n f r a s t r u c t u r e  s u p p o r t e d  b y  t h e  u s e r  f e e  a n d  i t s  i m p a c t  on  f o r e c a s t  
g r o w t h  i n  s h i p p i n g  c o n t a i n e r  t r a f f i c  a n d  t h e  mo v emen t  o f  f r e i g h t  g o o d s ;
(c) r e c ommend  t h e  s t r u c t u r e  o f  a f u t u r e  p r o j e c t  r e c o m m e n d a t i o n  b o d y  
i n c l u d i n g  i t s  m e m b e r s h i p ,  p r o c e s s ,  a n d  s e l e c t i o n  c r i t e r i a ;  (d) e x a m i n e  
e x i s t i n g  d a t a  on  t h e  h e a l t h  a n d  e n v i r o n m e n t a l  c o s t  i m p a c t s  o f  m a r i t i m e  
s h i p p i n g  a n d  t h e  mo v eme n t  o f  f r e i g h t  g o o d s  on a i r  q u a l i t y  n e a r  
W a s h i n g t o n ' s  c o n t a i n e r  p o r t s .  T h e  s c o p e  o f  w o r k  f o r  t h e  s t u d y  may be  
e x p a n d e d  t o  i n c l u d e  a n a l y s i s  o f  o t h e r  i s s u e s  r e l e v a n t  t o  t h e  i m p o s i t i o n  
o f  c o n t a i n e r  p o r t - r e l a t e d  u s e r  f e e s .

(2) T h e  f i n d i n g s  a n d  r e c o m m e n d a t i o n s  o f  t h e  r e p o r t  m u s t  be  
s u b m i t t e d  t o  t h e  t r a n s p o  - a t i o n  c o m m i t t e e s  o f  t h e  l e g i s l a t u r e  by  
D e c em b e r  1, 2007.

(3) T h i s  s e c t i o n  e x p i r e s  J a n u a r y  1, 2008.

NEW 7CT I ON . S e c .  3.  A new s e c t i o n  i s  a d d e d  t o  c h a p t e r  46.68 RCW 
t o  r e a d  a s  f o l l o w s :

T h e  f r e i g h t  c o n g e s t i o n  r e l i e f  a c c o u n t  i s  c r e a t e d  i n  t h e  s t a t e  
t r e a s u r y .  Money s  i n  t h e  a c c o u n t  may b e  s p e n t  o n l y  a f t e r  a p p r o p r i a t i o n .  
E x p e n d i t u r e s  f r om  t h e  a c c o u n t  may o n l y  be  u s e d  t o  p r o v i d e  c o n g e s t i o n  
r e l i e f  t h r o u g h  t h e  i m p r o v e m e n t  o f  f r e i g h t  r a i l  s y s t e m s  a n d  s t a t e  
h i g h w a y s  t h a t  f u n c t i o n  a s  f r e i g h t  c o r r i d o r s .  E x p e n d i t u r e s  f r om  t h e  
a c c o u n t  m u s t ,  a t  a m i n im um ,  i n c l u d e  f u n d i n g  f o r  -he f o l l o w i n g  p r o j e c t s :  
S t a t e  r o u t e  519 a nd  a s s o c i a t e d  a c c e s s  t o  p o r t  o f  S e a t t l e ;  s t a t e  r o u t e  
509 c o n n e c t i o n  t o  1-5 b y p a s s i n g  S e a Ta c  a i r p o r t ;  s t a t e  r o u t e  167 p o r t  o f  
T ac oma  a c c e s s  t o  1-5 a n d  s t a t e  r o u t e  167 new a l i g n m e n t  i n  P i e r c e
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c o u n t y ;  1-90 S n o q u a l m i e  P a s s ;  g r a d e  s e p a r a t i o n s  i n  t h e  E a s t  S p o k a n e  
V a l l e y ;  i n c r e a s e d  c a p a c i t y  o f  S t am p e d e  Pa ss  r a i l  c o r r i d o r ;  r a i l
b o t t l e n e c k s  a n d  c h o k e  p o i n t s  a l o n g  m a i n l i n e  r o u t e s ,  i n c l u d i n g  b u t  n o t  
l i m i t e d  t o  t h e  V a n c o u v e r  b y - p a s s  p r o j e c t ;  K e l s o - M a r t i n ' s b l u f f ;  
V a n c o u v e r  r a i l  l o o p ;  B l a k e s l e e  j u n c t i o n  a n d  o t h e r  m a i n l i n e  
c o n s t r i c t i o n s ;  a n d  r a i l  s p u r  l i n e s  t h a t  s u p p o r t  c o n t a i n e r  f r e i g h t  
t r a f f i c  a n d  f a c i l i t i e s  f o r  c o n t a i n e r  t r a n s l o a d i n g .

S e c .  4. RCW 43.84.092 a n d  2006 c 337 s 11, 2006 c 311 s 23, 2006 
c 171 s 10, 2006 c  56 s 10, a n d  2006 c  6 s 8 a r e  e a c h  r e e n a c t e d  a n d  
am e n d e d  t o  r e a d  a s  f o l l o w s ;

(1) A l l  e a r n i n g s  o f  i n v e s t m e n t s  o f  s u r p l u s  b a l a n c e s  i n  t h e  s t a t e  
t r e a s u r y  s h a l l  b e  d e p o s i t e d  t o  t h e  t r e a s u r y  i . . c om e  a c c o u n t ,  w ^- c h
a c c o u n t  i s  h e r e b y  e s t a b l i s h e d  i n  t h e  s t a t e  t r e a s u r y .

(2) Th e  t r e a s u r y  i n c o m e  a c c o u n t  s h a l l  be  u t i l i z e d  t o  p a y  o r  r e c e i v e  
f u n d s  a s s o c i a t e d  w i t h  f e d e r a l  p r o g r a m s  as  r e q u i r e d  b y  t h e  f e d e r a l  c a s h  
m a n a g em e n t  i m p r o v e m e n t  a c t  o f  1990. T h e  t r e a s u r y  i n c o m e  a c c o u n t  i s  
s u b j e c t  i n  a l l  r e s p e c t s  t o  c h a p t e r  43.88 RCW, b u t  no a p p r o p r i a t i o n  i s  
r e q u i r e d  f o r  r e f u n d s  o r  a l l o c a t i o n s  o f  i n t e r e s t  e a r n i n g s  r e q u i r e d  b y  
t h e  c a s h  ma n a g eme n t  i m p r o v e m e n t  a c t .  R e f u n d s  o f  i n t e r e s t  t o  t h e  
f e d e r a l  t r e a s u r y  r e c u i r e d  u n d e r  t h e  c a s h  mana g emen t  i m p r o v e m e n t  a c t
f a l l  u n d e r  RCW 43.88.180 a n d  s h a l l  n o t  r e q u i r e  a p p r o p r i a t i o n .  T h e  
o f f i c e  o f  f i n a n c i a l  m a n a g em e n t  s h a l l  d e t e r m i n e  t h e  am o u n t s  d u e  t o  o r  
f r om  t h e  f e d e r a l  g o v e r n m e n t  p u r s u a n t  t o  t h e  c a s h  managemen t  i m p r o v e m e n t  
a c t .  T he  o f f i c e  o f  f i n a n c i a l  ma na g eme n t  may d i r e c t  t r a n s f e r s  o f  f u n d s  
b e t w e e n  a c c o u n t s  a s  d eemed n e c e s s a r y  t o  i m p l e m e n t  t h e  p r o v i s i o n s  o f  t h e  
c a s h  m a n a g em e n t  i m p r o v e m e n t  a c t ,  a n d  t h i s  s u b s e c t i o n .  R e f u n d s  o r  
a l l o c a t i o n s  s h a l l  o c c u r  p r i o r  t o  t h e  d i s t r i b u t i o n s  o f  e a r n i n g s  s e t  
f o r t h  i n  s u b s e c t i o n  (4) o f  t h i s  s e c t i o n .

(3) E x c e p t  f o r  t h e  p r o v i s i o n s  o f  RCW 43.84.160,  t h e  t r e a s u r y  i n c om e  
a c c o u n t  may b e  u t i l i z e d  f o r  t h e  p a ym e n t  o f  p u r c h a s e d  b a n k i n g  s e r v i c e s  
on b e h a l f  o f  t r e a s u r y  f u n d s  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  d e p o s i t o r y ,  
s a f e k e e p i n g ,  a n d  d i s b u r s e m e n t  f u n c t i o n s  f o r  t h e  s t a t e  t r e a s u r y  a n d  
a f f e c t e d  s t a t e  a g e n c i e s .  T h e  t r e a s u r y  i n c o m e  a c c o u n t  i s  s u b j e c t  i n  a l l  
r e s p e c t s  t o  c h a p t e r  43.88 RCW, b u t  no  a p p r o p r i a t i o n  i s  r e q u i r e d  f o r  
p a ym e n t s  t o  f i n a n c i a l  i n s t i t u t i o n s .  P a yme n t s  s h a l l  o c c u r  p r i o r  t o  
d i s t r i b u t i o n  o f  e a r n i n g s  s e t  f o r t h  i n  s u b s e c t i o n  (4) o f  t h i s  s e c t i o n .
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1 (4) M o n t h l y ,  t h e  s t a t e  t r e a s u r e r  s h a l l  d i s t r i b u t e  t h e  e a r n i n g s
2 c r e d i t e d  uo t h e  t r e a s u r y  i n c o m e  a c c o u n t .  T h e  s t a t e  t r e a s u r e r  s h a l l
3 c r e d i t  t h e  g e n e r a l  f u n d  w i t h  a l l  t h e  e a r n i n g s  c r e d i t e d  t o  t h e  t r e a s u r y
4 i n c o m e  a c c o u n t  e x c e p t :
5 (a) T h e  f o l l o w i n g  a c c o u n t s  a n d  f u n d s  s h a l l  r e c e i v e  t h e i r
6 p r o p o r t i o n a t e  s h a r e  o f  e a r n i n g s  b a s e d  u p o n  e a c h  a c c o u n t ' s  a n d  f u n d ' s
7 a v e r a g e  d a i l y  b a l a n c e  f o r  t h e  p e r i o d :  T h e  c a p i t o l  b u i l d i n g
8 c o n s t r u c t i o n  a c c o u n t ,  t h e  C e d a r  R i v e r  c h a n n e l  c o n s t r u c t i o n  a n d
9 o p e r a t i o n  a c c o u n t ,  t h e  C e n t r a l  W a s h i n g t o n  U n i v e r s i t y  c a p i t a l  p r o j e c t s

10 a c c o u n t ,  t h e  c h a r i t a b l e ,  e d u c a t i o n a l ,  p e n a l  a n d  r e f o r m a t o r y
11 i n s t i t u t i o n s  a c c o u n t ,  t h e  C o l u m b i a  r i v e r  b a s i n  w a t e r  s u p p l y  d e v e l o p m e n t
12 a c c o u n t ,  t h e  common s c h o o l  c o n s t r u c t i o n  f u n d ,  t h e  c o u n t y  c r i m i n a l
13 j u s t i c e  a s s i s t a n c e  a c c o u n t ,  t h e  c o u n t y  s a l e s  a n d  u s e  t a x  e q u a l i z a t i o n
14 a c c o u n t ,  t h e  d a t a  p r o c e s s i n g  b u i l d i n g  c o n s t r u c t i o n  a c c o u n t ,  t h e
15 d e f e r r e d  c o m p e n s a t i o n  a d m i n i s t r a t i v e  a c c o u n t ,  t h e  d e f e r r e d  c o m p e n s a t i o n
16 p r i n c i p a l  a c c o u n t ,  t h e  d e p a r t m e n t  o f  r e t i r e m e n t  s y s t e m s  e x p e n s e
17 a c c o u n t ,  t h e  d e v e l o p m e n t a l  d i s a b i l i t i e s  c o m m u n i t y  t r u s t  a c c o u n t ,  t h e
18 d r i n k i n g  w a t e r  a s s i s t a n c e  a c c o u n t ,  t h e  d r i n k i n g  w a t e r  a s s i s t a n c e
19 a d m i n i s t r a t i v e  a c c o u n t ,  t h e  d r i n k i n g  w a t e r  a s s i s t a n c e  r e p a y m e n t
20 a c c o u n t ,  t h e  E a s t e r n  W a s h i n g t o n  U n i v e r s i t y  c a p i t a l  p r o j e c t s  a c c o u n t ,
21 t h e  e d u c a t i o n  c o n s t r u c t i o n  f u n d ,  t h e  e d u c a t i o n  l e g a c y  t r u s t  a c c o u n t ,
22 t h e  e l e c t i o n  a c c o u n t ,  t h e  e m e r g e n c y  r e s e r v e  f u n d ,  t h e  e n e r g y  f r e e d o m
23 a c c o u n t ,  T h e  E v e r g r e e n  S t a t e  C o l l e g e  c a p i t a l  p r o j e c t s  a c c o u n t ,  t h e
24 f e d e r a l  f o r e s t  r e v o l v i n g  a c c o u n t ,  t h e  f r e i g h t  c o n g e s t i o n  r e l i e f
25 a c c o u n t , t h e  f r e i g h t  m o b i l i t y  i n v e s t m e n t  a c c o u n t ,  t h e  f r e i g h t  m o b i l i t y
26 m u l t i m o d a l  a c c o u n t ,  t h e  h e a l L h  s e r v i c e s  a c c o u n t ,  t h e  p u b l i c  h e a l t h
27 s e r v i c e s  a c c o u n t ,  t h e  h e a l t h  s y s t em  c a p a c i t y  a c c o u n t ,  t h e  p e r s o n a l
28 h e a l t h  s e r v i c e s  a c c o u n t ,  t h e  s t a t e  h i g h e r  e d u c a t i o n  c o n s t r u c t i o n
29 a c c o u n t ,  t h e  h i g h e r  e d u c a t i o n  c o n s t r u c t i o n  a c c o u n t ,  t h e  h i g h w a y
30 i n f r a s t r u c t u r e  a c c o u n t ,  t h e  h i g h - o c c u p a n c y  t o l l  l a n e s  o p e r a t i o n s
31 a c c o u n t ,  t h e  i n d u s t r i a l  i n s u r a n c e  p r e m i u m  r e f u n d  a c c o u n t ,  t h e  j u d g e s '
32 r e t i r e m e n t  a c c o u n t ,  t h e  j u d i c i a l  r e t i r e m e n t  a d m i n i s t r a t i v e  a c c o u n t ,  t h e
13 j u d i c i a l  r e t i r e m e n t  p r i n c i p a l  a c c o u n t ,  t h e  l o c a l  l e a s e h o l d  e x c i s e  t a x
34 a c c o u n t ,  t h e  l o c a l  r e a i  _ s t a t e  e x c i s e  t a x  a c c o u n t ,  t h e  l o c a l  s a l e s  a n d
35 u s e  t a x  a c c o u n t ,  t h e  m e d i c a l  a i d  a c c o u n t ,  t h e  m o b i l e  home
36 r e l o c a t i o n  f u n d ,  t h e  m u l t i m o d a l  t r a n s p o r t a t i o n  a c c o u n t ,  t h e  n m n i c i p -*
37 c r i m i n a l  j u s t i c e  a s s i s t a n c e  a c c o u n t ,  t h e  m u n i c i p a l  s a l e s  a n d  u s e  t a x
38 e q u a l i z a t i o r  a c c o u n t ,  t h e  n a t u r a l  r e s o u r c e s  d e p o s i t  a c c o u n t ,  t h e  o y s t e r
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r e s e r v e  l a n d  a c c o u n t ,  t h e  p e n s i o n  f u n d i n g  s t a b i l i z a t i o n  a c c o u n t ,  t h e  
p e r p e t u a l  s u r v e i l l a n c e  a n d  m a i n t e n a n c e  a c c o u n t ,  t h e  p u b l i c  e m p l o y e e s '  
r e t ’ ^ em e n t  s y s t e m  p l a n  1 a c c o u n t ,  t h e  p u b l i c  e m p l o y e e s ’ r e t i r e m e n t  
s y s t e m  c o m b i n e d  p l a n  2 a nd  p l a n  3 a c c o u n t ,  t h e  p u b l i c  f a c i l i t i e s  
c o n s t r u c t i o n  l o a n  r e v o l v i n g  a c c o u n t  b e g i n n i n g  J u l y  1, 2004, t h e  p u b l i c  
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a c c o u n t s ,  t h e  s u p p l e m e n t a l  p e n s i o n  a c c o u n t ,  t h e  Ta coma  N a r r o w s  t o l l  
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t h e  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  a c c o u n t ,  t h e  t r a n s p o r t a t i o n  
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1 b e n e f i c i a r y  a c c o u n t s .  A l l  e a r n i n g s  t o  b e  d i s t r i b u t e d  u n d e r  t h i s
2 s u b s e c t i o n  ( 4 ) (a) s h a l l  f i r s t  be  r e d u c e d  b y  t h e  a l l o c a t i o n  t o  t h e  s t a t e
3 t r e a s u r e r ' s  s e r v i c e  f u n d  p u r s u a n t  t o  RCW 43.08.190.
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5 o f  t h e i r  p r o p o r t i o n a t e  s h a r e  o f  e a r n i n g s  b a s e d  u p o n  e a c h  a c c o u n t ' s  o r
6 f u n d ' s  a v e r a g e  d a i l y  b a l a n c e  f o r  t h e  p e r i o d :  T h e  a e r o n a u t i c s  a c c o u n t ,
7 t h e  a i r c r a f t  s e a r c h  a n d  r e s c u e  a c c o u n t ,  t h e  c o u n t y  a r t e r i a l
8 p r e s e r v a t i o n  a c c o u n t ,  t h e  d e p a r t m e n t  o f  l i c e n s i n g  s e r v i c e s  a c c o u n t ,  t h e
9 e s s e n t i a l  r a i l  a s s i s t a n c e  a c c o u n t ,  t h e  f e r r y  b o n d  r e t i r e m e n t  f u n d ,  t h e

10 g r a o e  c r o s s i n g  p r o t e c t i v e  f u n d ,  t h e  h i g h  c a p a c i t y  t r a n s p o r t a t i o n
11 a c c o u n t ,  t h e  h i g h w a y  b o n d  r e t i r e m e n t  f u n d ,  t h e  h i g h w a y  s a f e t y  a c c o u n t ,
12 t h e  m o t o r  v e h i c l e  f u n d ,  t h e  m o t o r c y c l e  s a f e t y  e d u c a t i o n  a c c o u n t ,  t h e
13 p i l o t a g e  a c c o u n t ,  t h e  p u b l i c  t r a n s p o r t a t i o n  s y s t em s  a c c o u n t ,  t h e  Puget-
14 S o u n d  c a p i t a l  c o n s t r u c t i o n  a c c o u n i ,  t h e  P u g e t  S o u n d  f e r r y  o p e r a t i o n s
15 a c c o u n t ,  t h e  r e c r e a t i o n a l  v e h i c l e  a c c o u n t ,  t h e  r u r a l  a r t e r i a l  t r u s t
16 a c c o u n t ,  t h e  s a f e t y  a n d  e d u c a t i o n  a c c o u n t ,  t h e  s p e c i a l  c a t e g o r y  C
17 a c c o u n t ,  t h e  s t a t e  p a t r o l  h i g h w a y  a c c o u n t ,  t h e  t r a n s p o r t a t i o n  2003
18 a c c o u n t  ( n i c k e l  a c c o u n t ) , t h e  t r a n s p o r t a t i o n  e q u i p m e n t  f u n d ,  t h e
19 t r a n s p o r t a t i o n  f u n d ,  t h e  t r a n s p o r t a t i o n  i m p r o v e m e n t  a c c o u n t ,  t h e
20 t r a n s p o r t a t i o n  i m p r o v e m e n t  b o a r d  b o n d  r e t i r e m e n t  a c c o u n t ,  a n d  t h e  u r b a n
21 a r t e r i a l  t r u s t  a c c o u n t .
22 (5) I n  c o n f o r m a n c e  w i t h  A r t i c l e  I I ,  s e c t i o n  37 o f  t h e  s t a t e
23 C o n s t i t u t i o n ,  n o  t r e a s u r y  a c c o u n t s  o r  f u n d s  s h a l l  be  a l l o c a t e d  e a r n i n g s
24 w i t h o u t  t h e  s p e c i f i c  a f f i r m a t i v e  d i r e c t i v e  o f  t h i s  s e c t i o n .
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impossible for the average worker or small business owner to decipher The result is that claims 
stay open longer, on average, than almost any other jurisdiction. Claims managers need to spend 
more time talking with doctors, workers, and employers, and less time shuffling paper. The 
employer community will submit legislation to simplify the disability wage process, and we believe 
that a hearing will be conducted on this bill.

4. Workers are not empowered. Nearly every other state allows workers who are receiving 
disability benefits to voluntarily close the claims in exchange for a lump-sum payment and 
indefinite free medical treatment for the injury or occupali nal disease, but the powerful labor 
union and trial lawyer lobbies here will not allow such an option. Worker-choice bills will not 
receive a hearing this session. Instead, legislators will consider an expanded vocational 
rehabilitation program that would allow workers an opt out provision.

dock to  th e top

Container Tax Meets Stiff Resistance from Business, Labor
"It's less than a box of apples or a couple bales of hay," Sen. Mary Margaret Haugen (D-Camano 
Island) said of her proposed S50 per twenty-foot equivalent unit (TEU) container tax during 
Wednesday’s public hearing on SB 5207.

While that may not sound like much to the Senator, it adds up to substantial losses for Washington 
farmers.

A small hay operation we contacted exports about 80 forty-foot containers per month. The 
proposed fee would cost that farmer $96,000 per year. The cost to a mid-sized ’ '’ricultural 
commodity trader we spoke with that ships some 7,200 forty-foot containers and 7,000 twenty- 
footers annually would face more than $1 million in added fees if Sen. Haugen’s bill is enacted.

Dozens of witnesses signed in to testify against the bill. So many, in fact, that the Committee only 
allowed a few panels to be heard. The ports, retailers, Teamsters, Longshoremen and other 
maritime union representatives expressed their opposition to the bill, The only group to testify in 
support was the trucking industry.

Haugen, the Senate Transportation Chair, asked the audience if a $20 rale would be more 
I acceptable Farm Bureau will continue to oppose SB 5207 even at $20 per TEU because it threatens 

the viability of Washington's agricultural industry, which depends heavily on exporting its products 
to global markets.

Heck to  th e top

House Examines Commercial Trucking Regulations
On Wednesdav, Jan. 24, the House Transportation Committee heard I IB 1304. sponsored by Rep. 
Ruth Kagi (D-Lakc Forest Park). The measure is the result of a study group that met during the past 
year to determine how to improve the safety of commercial vehicles. Unfortunately, in drafting the 
bill, an existing agricultural vehicle exemption was deleted. The unique use of farm vehicles needs 
to be considered as the final version of the bill is crafted. We have been assured this was an 
oversight, so we arc hoping to work with the bill sponsors and all interested parties to ensure that 
the agricultural exemption is reinstated.

http://wwvv.wsfb.com/LegisLetter/legislettcr.htm 1/29/2007
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A L A S K A  S T A T E  C H A M B E R  O F C O M M E R C E

Resolution 2007-001

A reso lu t ion  o f  the  A la s k a  S ta te  C h a m b e r  o f  C o m m e r c e  o p p o s in g  a bill to im p o s e  
a fee  on the  p r o c e s s in g  o f  s h ip p in g  co n ta in e r s  in the  S ta te  o f  W a s h in g to n

W HEREAS, Washington State has been the primary gateway to Alaska before the first gold 
rush, more than 100 years ago; and

W H EREAS, Alaskans today depend on ships and barges leaving Washington State to move 
most necessities of daily life, and

W H EREA S many isolated Alaskan coastal communities without road access depend entirely on 
marine cargo shipped from Washington State for life sustenance; and

W H EREAS 97 percent by weight and 60 percent of the value of all goods shipped to 
Alaska are shipped via water from Washington State; and

W H ERFAS most seafood harvested in Alaska and bound for market is shipped from Alaska to 
and through ports in Wa igton State, and

W HEREAS, the most recent data availaole from 2003, reports that the economic trade 
connection with Alaska and Puget Sound created at least 103,500 jobs and over $4,000,000,000 
in labor earnings. Aside from the aerospace industry, Alaska was Puget Sound’s fifth largest 
trading partner; and

W HEREAS, Senate Bill 5207, a bill pending before the Washington State Legislature, imposes 
a fee of $50 for each twenty-foot equivalent unit (TEU) on every cargo container traveling 
between Washington State and Alaska; and

W H EREAS, most cargo containers are at least i o twenty-foot equivalent units and would be 
subject to a fee of $100 each time the container leaves Washington State and each time the 
container return; to that state, reeardless of whether the container is empty, partially loaded, or 
full; and

W IEREAS Senate Bill 5207 would be detrimental to the trading relationship between Alaska 
and Washington State; and

W HEREAS, because of Alaska’s uni p ..»dependence on ports in Washington State, enactment 
of Senate Bill 5207 would damage Alaska's economy and crippic many isolated communities in 
Alaska by raising the cost of living significantly: so



NOW , TH ER FO R E , BE IT R ESO LV ED  that the Alaska State Chamber of Commerce 
respectfully requests that the Washington State Legislature recognize the significant negative 
impact Senate Bill 5207 would have on the State of Alaska and the trading relationship between 
Washington State and Alaska; and

BE IT FU R TH ER  R ESO LV ED  that the Alaska Sfate Chamber of Commerce opposes Senate 
Bill 5207, strongly urges the Washington State Legislature to consider alternative revenue 
sources for resolving Washington’s freight mobility issues.

Signed this 13th day of February 2007

ALASKA STATE CHAMBER OF COM M ERCE ATTEST:

COPIES of this resolution sent to:
Senator Mary Haugen. Chair, Senate Transportation Committee 
The Honorable Chris Gregoire, Governor of Washington State 
The Honorable Brad Owen, Lieutenant Governor of Washington State 
Senator Rosa Franklin - President Pro Tempore
The Honorable Frank Cnopp, Speaker of the Washington House of Representatives
Don Brunell, President/CEO, Association of Washington Business
The Honorable Sarah Palin, Governor of Alaska
The Honorable Ted Stevens, U.S. Senator
The Honorable Lisa Murkowski, U.S. Senator,
The Honorable Don Young, U.S. Representative

Joe Marushack 
Chair

Wayne A. Stevens 
President/CEO



O cm m w /

Representative Kyle Johansen 
Alaska State House of Representatives 
Chairman, House Transportation Committee 
State Capitol 
Juneau, Alaska 99801

Dear Representative Johansen and Members of the House Transportation Committee:

Ocean Beauty Seafoods supports HJR8, the resolution opposi' j, the proposed 
container fee bill in the Washington State legislature.

Alaskans need to do everything in their power to make sure the Washington 
lawmakers are fully aware of the impact their “Tax on Alaska” would have on Alaskans 
and the Alaska economy HJR8 is a big step in that direction

Ocean Beauty moved more than 2.111 T EU ’s between Seattle and Southeast 
Alaska in 2006. That equates to a fee of $105,550 that our company alone would have 
had to pay. We simply cannot be competitive against farmed and foreign fish with that 
much increase in our transportation costs.

We urge you to pass HJR8 and send a loud message to the Washington state 
legislature that their bill, SB 5207 would have a major affect on the Alaskan economy, 
Alaska businesses, and Alaskan consumers.

Sincerely,

Mari, Pafmtr

Mark Palmer

cc. Representative William Thomas



D E W I T T  & D E W I T T  LLC
PO BOX 34761 
Juneau, AK 99803-4761

February 10, 2007

The Honorable Bill Thomas 
Alaska State Legislature 
State Capitol Building 
Juneau, Alaska 99801 -1182

RE: HJR 8

Dear Representative Thomas.

On behalf of the Alaska Chapter of the National Federation of Independent 
Business (NFIB), I wish to express our support for House Joint Resolution 8. The Alaska 
Chapter of the National Federation of Independent Business has 2,500 members, making it 
the largest small-business advocacy group in the state.

HJR 8 correctly requests the Washington State Legislature not adopt an added fee 
on all cargo containers shipped to and from Washington ports as proposed by Senate Bill 
5207. Such a fee would significantly increase the transportation costs of most good coming 
to Alaska. The added cost of exports from Alaska going through Washington ports would 
competitively disadvantage our products in the marketplace.

We have additional concerns that the fee is instead a tax and may well be 
unconstitutional in that it impedes interstate commerce, import/export activity and the 
movement of containerized cargo as governed by federal law and international treaty.

NFIB appreciates your willingness to call this issue to the attention of Alaska’s 
State Legislature and our Congressional Delegation The negative effects of such an 
increase in transportation costs would have a significantly negative impact on both 
businesses and consumers in Alaska.

Sincerely Yours,

Dennis L. DeWitt 
State Director
National Federation of Independent Business

cc: House Transportation Committee
House Labor & Commerce Committee

(907)723-6667 ddevvitt@gci.net

mailto:ddevvitt@gci.net
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Executive Summary: Highlights of Major Findings
A laska 's  econom ic re la tionsh ip  w ith the Puget Sound region is expanding, evolving, and enduring.

In th is era o f m ulti-national trade agreements, trade am ong states is seldom  cons- % e d . M ost com pan ies' products and services 

are bought and so ld  w ith in  the loca l area or state or perhaps a nearby state and are not destined  for foreign market j . The dom estic 

market is the critica l m easure for many com pan ies.

The A laska  trade is different, as Puget 1 )und and 

A las j  represent key markets for their respective 

resident com pan ies. This econom ic in terdependency 

now goes well beyond a century to when Puget Sound 

acted as provisioner for m iners hop ing to strike it rich 

in the Klondike.

Puget Sound is  the primary gateway for Alaska. 

Proxim ity to one another helps, but over the decades, 

the connection  has evolved, matured and grown, 

benefiting residents, workers, and com pan ies w ithin 

A laska  and Puget Sound.

This study — now  in its third edition s ince 1985 — 

underscores what is increasingly clear: the econom ic 

ties between Puget Sound and A laska  are bound 

tightly. The econom ic re lationsh ip between the regions 

is grow ing stronger and deeper.

Som e h igh ligh ts from the latest study assess ing  the 

2003 econom ic re la tionsh ip  include:

• The econom ie s  o f A laska  and Puget Sound have been counter cyclical, m aking the trading partnersh ip a welcom e 

econom ic  a sse t for Puget Sound, especia lly  as a stim ulus that he lps offset reg ional downturns.

• The m ost im portant direct im pact o f A laska  on  the Puget Sound econom y is the market it provides for regionally- 

p roduced  exports. As a destination for a ll m erchand ise goods exports except aerospace, A laska  ranks fifth among 

a ll o f  its  trad ing partners. In 2003, exports to A laska  from Puget Sound were va lued  at $3.77 b illion, an increase of 

over 53 percent from the previous study find ings in 1994.

• The va lue  o f exports tell the story o f the maturing re la tionsh ip between A laska  and Puget Sound. O f the total, a 

sm a ll in crease in Puget Sound m anufacturing exports is due in part to A laska 's  grow ing popu la tion base. That 

base  supports  m ore "hom e-grown” products than in the past. A  large in crease in exports o f services, however, reflects 

A la ska 's  transform ation in to a service-based econom y that wants and needs spec ia lized  banking, accounting, legal, 

eng ineering, managem ent, educationa l, and m edical services availab le in  the Puget Sound area.

• Puget Sound  exports o f  goods and services to A laska directly im pact the regional economy. In add ition, Puget Sound- 

based  fish ing, sea food  processing  and petroleum  refin ing industries m ake use o f A laska  natural resources. Now. over

4 6 ,00 0  job s in  Puget Sou id com pan ies are d irectly dependent upon the export trade w ith A laska.

• The growth in jobs from the A laska-Puget Sound trade re la tionsh ip  between 1994 and 2003 is  su b s ta n tia l-eq u a l to 

attracting a 1,000-em ployee com pany to the region each year.

The TOTE ship Midnight Sun's maiden voyage. Photo by Davelte Riker, TOTE.



• The com prehensive econom ic connection between A laska  and Puget Sou nd  is im mense. Indirect im pacts a rise in 

two ways. The first source is  industries that do  not export to A laska , but prov ide other firms or industries w ith inputs 

needed to produce exports. Thus they benefit from the A laska  trade, even though they are not a d irect partner. The 

second source o f  indirect im pact arises from the spend ing  o f in com e ear ned by em ployees in export indu ries and 

export-serving industries. Such consum er spend ing  p roduces an im portant ripp le effect, Because o f this, the A laska

onnection a ffects every part o f the Puget Sound ecor,amy. Today, over 103,000 jobs in Puget Sound are d irectly or 

indirectly tied to Alaska.

• The Puget Sound has always been the primary gateway to A laska. This connection  continues to grow and is a good 

barom eter o f the Alaska-Puget Sound econom ic re lationsh ip. By do lla r va lue, about three-fifths o f the goods reach 

A laska  by water and two fifths by air or ruck v ia the A lcan  Highway. By weight, 97 percent o f the goods go by water.

• T lie  A laska  cru ise industry has enjoyed phenom enal growth in recent years. And w h ile  most o f the sh ip s  still depart 

from Vancouver, B.C., a s ign ificant and grow ing num ber now  sa il from Seattle. This is particularly im portant because 

Pupel Sound  benefits from provision ing sh ips  and spend ing  by cru ise  sh ip  guests when they v is it Seattle. The num ber 

of cru ise line  passengers departing from Puget Sound for A laska  has risen from 14,000 in 1994 to 550,000 in 2004.

• Petroleum  rem ains a hub o f the A laska  Puget Sound econom ic re la tionsh ip , though the volum e has dec lined  in recent 

years. In 2003, $2.8 b illion  o f A laska  crude o il cam e to Puget Sound  refineries. Direct im pact of th is trade in cludes 

1,990 jobs and 144.5 m illion in labor earnings.

• The Bering Sea and Gu lf o f A laska  provide more than h a lf the total U.S. fish ing  harvest. W M e  the va lue o f the fish ing  

harvest has dec lined  from pr evious highs, fish ing  rem ains a v ita l lin k  in A laska  Puget Sound trade.

• As A laska 's  econom y d iversifies and matures, its need for bus in ess serv ices ranging from advertis ing ,a architecture 

uses. Com puter software represents the most rapid ly grow ing Puget Sound based  serv ice sector.

• Traditionally, A laskans have benefited  from a w ind fa ll o f federa l spend ing, an econom ic sector that is  on ttie rise again 

after a brief decline. The federal government spends more per cap ita  on A laska  than on any other slate, and accounts 

for 38 percent o l A laskans' persona l income. Puget Sound bene fits  substantia lly  from th is w indfall. In 2003, Puget 

Sound 's exports to A laska  related to federal spend ing  am ounted to $86  m illion  and created 1,295 jobs.

Puget Sound and A laska  are more than just healthy trading partners. Together they he lp  one another excel in  the good  tim es and 

weather the bad times. Each fills  s ign ificant econom ic needs o f the other.



In t r o d u c t io n

C o n t e x t  a n d  B a c k g r o u n d  o f  S t u d y

Trade between regions is a g.eat generator o f econom ic stability that spurs com m erce and creates jobs.

This report updates a period ic ana lys is  o f trade 

between A laska, by far the nation 's largest state, and 

the Puget Sound region, w ith its dense ly  popu lated 

urban corridor from Bellingham  to Tacoma.

Rrst com pleted with data from 1985 and subsequer tly 

updated with 1994 data, these stud ies  illustrate 

the econom ic im portance o l A laska  w ith in the trade 

equation on Puget Sound. The in itia l report quantified  

for the first time the m agnitude o f the Alaska-Puget 

Sound link. In 1985, th is A laska  im pact generated 

som e 57,000 jobs in Puget Sound, based  on $1.6 

b illion  worth o f  export activity from Puget Sound 

bus in esses (Table 1). In 1994, over 90 ,000  jobs with 

$2.4 b illion  in Puget Sound exports were d irectly tied 

to trade with A laska. For 2003, the A laska-Puget Sound 

econom ic connection has grown to som e 103,500 

jobs, with $3.8 b illion  o f Puget Sound-based exports.

Tablb 1. Summary Economic Impacts of Alaska on Puget Sound, 1085, 1994, and 2003

Meas'" ° 1985 1994 2003

Exports (Millions of Currents) $1,629.1 $2,388 9 $3,768.5

Direct Jobs 30,978 36,531 46,138

Direct Labor Earnings (Millions of Current $) S671.9 $1,334.7 $2,151.8

Total (Direct and Indirect) Jobs 56,973 90.098 103,518

TOTAL (Direct and Indirect) Labor Earnings (Millions of Current 5) NA $2,923.2 f4,316.0

Note: Direct earnings for 1985 are estimated; Total earnings for 1985 were unreported.

Puget Sound  has often been described as more dependen t on foreign trade than any region in the nation. This updated ana lys is  is 

in tended  to show  the continued im portance o f dom estic  trade between Alaska and Puget Sound. It a lso  prov ides another point of 

reference, or updated benchm ark, to com pare data and trends over nearly two decades. As in previous stud ies, th is 2003 study 

w as com m issioned  by the A laska  Com m ittees of the Cham bers o f Commerce of Tacoma and Seattle, together w ith the Ports of 

Seattle  and Tacoma and private bus iness firm s with operations in Puget Sound and  A laska.

The lin k  to A laska  has long been a sign ificant asse t o f the Puget Sound econom y and is one o f the o ldest and most enduring Pacific 

Rim re la tionsh ips  in the U.S. A laska 's  econom ic history has often been described in terms of dram atic eras.

The first was the K lond ike  gold rush era that began in 1898, w ith Puget Sound serving as the supp ly center and staging area, a role 

it con tinued  to p lay for the fur trade and other resource-based industries after the go ld  ran out.

Next cam e the m ilitary era that began w ith the W orld War II bu ild-up and continued throughout the Cold War. Because o f their 

u n ique  and linked  geograph ic position, A laska  and  Puget Sound were the sites for a network o f m ilitary bases and a high level of 

per cap ita  de fense spend ing  in th is era.

The th ird "energy" era began w ith the d iscovery in 1967 o f the Prudhoe Bay oil fie ld, w hich becam e the largest producing  fie ld  in 

North America. The petro leum  era hit fu ll stride w ith com pletion o f theTrans-A laska P ipe line  System (TAPS) in 1977 at a cost o f $8 

b illion . The stim ulus o f the p ipe line  project and  the flow  o f o il from Prudhoe Bay to Valdec, and then to refineries via tanker, had 

s ign ifican t econom ic im pacts on Puget Sound.

The Fairbanks Provider rail barge with conlainer racks, providing weekly scheduled 
service to Whittier, Alaska, sails out of Elliott Bay. Photo courtesy of Lynden Inc.
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A laska  is  now  in a fourth era — one based  on a more diversified, serv ice-based economy. A la ska ’s economy, in part, mirrors the 

national transform ation from a goods-produclng, m anufacture-based econom y to one that increasing ly provides sen/ices. Tourism, 

hea lth  care, p ro fess iona l services, and retail trade are now  the dom inant sectors in  the A laskan  economy, In 2 0 0 3 ,8 0  o f A la ska ’s 

top 100 em ployers were in service-provid ing sectors (Fried, 2004),

In its econom ic evolution, A laska  still reta ins elem ents o f bygone eras — natura l resources o f fish ing, forestry, and mining; 

m ilitary and  government; and energy production. Traditional resource-based industries, particularly fish ing  and forestry, have 

been in dec line  but remain critica l econom ic life lines in Southeast A laska  and o ther coasta l com m unities. A laska  continues to be 

h igh ly dependen t upon federa l governm ent spending, w hich supports one-third o f a ll jobs in the state. A laska 's  econom ic base 

— activ ities that generate dom estic  and  foreign exports ou ts ide  the state — still rem ains dom inated by oil.

it is tem pting and in som e ways va lid  to use these eras to portray the Puget Sourid-A laska  partnership. Yet, am idst the dram as of 

go ld, war, o il and government, the reg ions have forged a less-spectacu lar tie  invo lv ing  the broad range o f econom ic linkages that 

now  exist between them. This has led over the decades not on ly to econom ic growth for both regions, but a lso  to popu la tion growth 

rates in excess o f the nationa l average (Figure 1). Jobs, added  by the successfu l bus in esses and  industries that are based  in A laska  

and  Puget Sound, have g iven those w ho want to pursue 'he ir  dream s a practica l bas is  for do ing  so.
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Source; U S. Census Bureau

Alaska—A Unique State
A laska  is an exceptiona l state, w ith a wealth o f natural resources that is  e spec ia lly  notab le when m easured against its relatively 

sm a ll population. M uch  o f the state ’s econom ic history has focused on resource-related opportunities, from the K lond ike Gold Rush 

o f the 1898 to the d iscovery o f o il on the North S lope  in 1967. At the sam e time, the 49"’ state is by far the nation ’s largest v.irh 

great expanses o f rugged w ilderness and  more than 6 ,000 m iles o f coastline. Vast d istances lie  between A laska  and m uch o f the 

Un ited  States.

A laska 's  land  m ass o f nearly 572,000 square m iles is  by far the largest am ong a ll states; one out o f every six square m iles in the 

Un ited  States is  n A laska . Over 95 percent of A laska  land is owned by federa l and state governm ent—more than any other state .1 

Two thirds o f A laska  is  owned by federa l governm ent agencies such a s the Bureau o f Land Managem ent, Forest Service, and 

National Park Service. Federal governm ent ow nersh ip  and in fluence is  felt throughout A laska.

’ in companion, only 42 percent ol Washington slate's land mass Is under Flcderal and slate government ownership. In Puget Sound, (-federal and state 
ownership Is approximately 52 percent.



A la ska  is a state o f m igrants. On ly 38 percent o f A laskan s  were born in the state — the sm a llest percentage in the country. The 

military, with its regular rotation o f troops and fam ilies, is a major stim ulus to migration to and from A laska. M igration patterns are 

m ostly exp la ined by the presence or lack o f econom ic prosperity. The most com m on orig ins and destina tions for A laska  m igrants 

are other western states. Tire Puget Sound counties o f King, Pierce, and Snohom ish are am ong the lead ing counties provid ing the 

largest num ber of peop le  moving to A laska  as well as the lead ing  destina tions for peop le  leaving the state (W illiam s, 2004).

A  com p ila tion  o f data from 1985 ,1994 , and 2003 show s the evolution and growth o f th is spec ia l connection. W hile  there is 

ev idence that A laska  is producing  som e goods and services that were previously imported, dem and for Puget Sound  products has 

con tinued  to increase. That dem and has increased m ost rap id ly  in soph istica ted  product and serv ice lines that are deta iled  below.

Rgure 2 com pares the recent perfonnance o f A laska , Puget Sound and the U.S. in creating jobs. Each of the com ponents has 

experienced the bus in ess cycle  in d istinct ways s ince  1990. In the early 1990s, A laska  boom ed w h ile  Puget Sound  and the 

nation were mired in either low  growth or recession. The mid-to-late 1990s were less robust for the A laska  econom y, com pared to 

boom ing  Puget Sound and nationa l econom ies. S ince 2000, as both the national and Puget Sound econom ies were in recession, 

A laska  recovered to the point o f outperform ing the nation. This counter-cyclical pattern m akes the A laska  partnersh ip a w elcom e 

econom ic asset for Puget Sound, espec ia lly  as a stim u lus that he lps o ffset regional downturns.

.2.014 -------------------------------------------------------------------------------------------------------------
1931 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
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Sources: U.S. Bureau of Economic Analysis; Alaska Department of labor and Workforce Development, Research and Analysis Section, Washington Department 
of Employment Security, labor Market and Economic Analysis Branch.



Taol 2 show s the portion o f  total em ploym ent com ing  from each maj sector ir A laska  and the United States. A laska  diverges 

shari ly from nationa l norm s In four sectors: government, m ining, fish ing, and manufacturing.

Table 2. Alaska and United States, Percent Share of Employment
1985 1994 2003

5 c/or Alaska U.S. Alaska U.S. Alaska U.S.

arsrices 20.4% 25.1% 24.7% 29.5% 27.1% 35.3%

lovemmenl 29.1% 155% 27.1% 14.9% 24.5% 14.0%

Federal, Civilian 5.4% 2.4% 5.0% 2.1% 4.3% 1.8%

Federal, Military 8.5% 2.2% 7.6% 1.7% 5.7% 1.3%

Stale and Local 15.2% 10.8% 14.6% 11.2% 14.5% 10.9%

Retail Trade 13.6% 16.3% 15.4% 16.7% 15.3% 14.3%

Finance, Insurance and Real Estate 7.3% 7.6% 4.8% 7,4% 5.8% 8.6%

Transportation and Utilities 6.5% 4.7% 7.6% 4.8% 8.0% 3.6%

Consl/uclion 8.0% 5.2% 5.0% 5.1% 5.3% 5.9%

Manufacturing 4.1% 15.9% 5.2% 13.1% 42% 11 "

Fishing, Farming and Forestry 4.6% 3.7% 4.2% 3.3% 4.4% 2.4%

Mining 3.5% 1.1% 3.3% 0.6% 2.9% 0.5%

Wholesale Trade 2.9% 4.9% 2.6% 4.6% 2 5% 3.7%

TOTAL Employment (M l MM) 318.1 1215 365.7 145.2 420.4 158.1

Notes: Total employment includes full and part-time wage and salarleo .voters, self-employed and unpaid family workers; in Alaska, total employment is in 
thousands (M); in U.S., total employment is in millions (MM), Sectors are ranked based on ?003 percent share of employment for Alaska. 2003 percents are 
estimates. Source: U.S. Bureau of Fconomic Analysis

H istorica lly, governm ent has had an expansive  role in the A laska  economy. About one out o f every four workers is em ployed 

a ' im e  level o f government in A laska . Local governm ent — includ ing  loca l pub lic  education and  native government -  is 

A id ska 's  largest employer. A laska  far and away leads a ll other states in per cap ita  federal and state government support. Taxes 

on o il account for 85 percent o f the sta te 's general fund revenues, and all o f the contributions to the A laska  Perma' ent Fund 

Corporation 's assets ($26 billion); a portion o f the Fund's earn ings are d is ’ributed annually in the form o f a d iv idend  to all A laska 

residents.

M in in g  and fish ing  have h istorica lly  been an im portant source tor em ploym ent and expenditures in Alaska. These natural resource 

based  sectors — largely dependent upon vo latile  econom ic sw ings — still account for a s izab le  portion o f the A laskan  economy.

By contrast, A laska 's  m anufacturing em ploym ent share is  less than AO percent o f the nationa l average. This is desp ite  the state ’s 

econom ic em phasis  on construction and resource extraction, industries that require a s ign ifican t level o f m anu faduring  inputs for 

production.

In sectors where A iaska  em ploym ent shares are low  relative to the nationa l averar Puget Sound often m akes up the shortfa ll in 

required goods and serv ices because  o f its proxim ity and econom ics o f scale. Thu is clearly the case  in manufacturing. The number 

o f peop le  in Puget Sound  producing  m anufactured goods for A laska  is one third as large as the num ber of such jobs in A laska itself. 

The Puget Sound share o f those jobs is  down sharp ly from 1985 when (he ratio was four Puget Sound jobs for every five A laska jobs 

in manufacturing. Desp ite the overa ll dec line , Puget Sound manufacturers have experienced gains vis-a-vis A laska, particularly in 

the natural resource-related industries o f sea food  processing, lum ber and w ood products, pu lp  and paper; and petro leum  refining.
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Alaska-Puget Sound—A Unique Relationship
A laska  and Puge l Sound  rem ain strong, cons is ten t trading partners and continue to enjoy one  o f the o ldest Pa c if ic  Rim trading 

re lationsh ips. Puget Sound  has long served as a preferred source o f supp ly  for basic p roducts and as a d istribu tion  po int for 

nationa l and world m arketing o f A laska goods. The basic logic to th is link is  that Puget Sound  com b ines geograph ic proxim ity with 

econom ies o f sca le in p roduc ing  a w ide range o f goods and services required by A laskans.

The basis  for trade has a lw ays been one o f com parative advantage, the notion that any region enjoys the h ighest econom ic 

return when it concentrates on the output it can produce at greatest relative advantage and im ports what can be produced at 

greatest relative advantage elsewhere. W h ile  se lf-su ffic iency has som etim es been pursued  by nations a s  a po lit ica l goal, it Is 

rarely the w ises! course o f econom ic action. Specia liza tion  and the related d iv is ion  o f econom ic activ ities create m utual benefit 

am ong trading regions, lead ing  to a h igher standard o f living and, in  the case  o f A laska  and  Puget Sound, a healthy degree o f 

interdependence.

Puget Sound is often c ited  a s  the most foreign-trade dependent region in  the United States. W h ile  foreign exports and imports 

capture the most attention in Puget Sound ’s lead ing  gateway port facilities, the A laska  lin k  continues to advance w ith increased 

jobs and the labor in com e connected  with it,

The bene fic ia l econom ic re la tionsh ip  A laska  and Puget Sound enjoy endures, expands, and evolves. Both A laska  and Puget Sound 

have transformed from goods-producing  to services-provid ing econom ies. Increased d ive rs ifica tion  and chang ing dependenc ies  in 

both econom ies con tinue to affect trade between A laska  and Puget Sound.
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Principal Findings
On a per cap ita  basis, Puget Sound is the nation 's  lead ing region in foreign export sa les  (U.S. Census Bureau, 1998). Dom estic 

trade w ith A laska  a lso  p lays a crucial role in  the region’s econom y

The m ost im portant d irect im pact o f A laska  on the Puget Sound econom y is the market it provides for regionally-produced exports 

As a destina tion  for a ll m erchand ise goods^ exports except aerospace, A laska  ranks fifth am ong a ll o f its trading partners. The 

va lue  o f these exports — a key measure o f the partnersh ip from a Puget Sound perspective — Is shown in Table 3. "Value o f export” 

m eans the sa le price at the po int of production in Puget Sound. Any added charges fo r sh ipp ing  are in c luded  separately as a 

transportation export.

Table 3. Puget Sound Exports to Alaska: 1985,1994 and 2003
Value of Exports (Millions of Current $)

1994-2003 Percent Change
Sector 198 5 1994 2003

Manufacturing $735.4 $816.8 $971.0 18.9%
Services $1116 $307.1 $675.3 119.9%
Transportation $576.3 $894.3 $1,503.2 68.1%
Trade $166.2 $296.2 $429.4 45.0%
Finance, Insurance, Real Estate $35.2 $59.7 $82.0 37.4%
Agriculture, Forestry, Mining S4.4 $98 $13.4 37.0%
Other HA $5.0 $94.1 NA

TOTAL $1,629.1 $2,388.9 $3,768.5 54.1%

Notes: Due lo incomplete data within the "Other” category lor \99h, the total percent change does not include the “Other” sector, “Other" Includes 
construction and communications. "Services” includes business and prolcssional services, personal services; education, social and health seivices, legal 
services, and others.

Percentage changes in the va lue of exports (ell the story o l the maturing re lationsh ip. The sm a ll increase in Puget Sound 

m anufacturing exports is  due  in part to A laska 's  growing popu la tion  base. That base  supports more "hom e-grown” products than 

in the past, Including printing and pub lish ing, fabricated metals, cem ent and co  ...rete, food processing, chem icals, and refined 

petro leum  products. The large increase in serv ices reflects A laska 's  transform ation in to a service-based econom y that wants and 

needs spec ia lized  banking, accounting, legal, engineering, m anagement, educationa l, and  m edical services. Top end serv ices tend 

to be concentrated in  a few regional centers to a greater degree than manufacturing, and Seattle has long served as a key service 

supp lie r not only to A laska  but for much o f the quadrant of the Lower 48 west o f M inneapo 'is  and north o f San Francisco.

A d justed  fo r in fla tion , the real annua l grow .' ? total va lue  o f  Puget Sound  exports to A la ska  between 1994 and 2003 w as 

6.3 percent. Ti stagnant growth in the va lu e  o i . u facturing exports is o ffset by robust growth in services. In fla tion-adjusted 

grow th o f exports for transportation, trade, and  finance-insurance-rea l estate w as in the 4 to 7 percent range annua lly  ove: 

the nine-year period. These sectors prov ide one  o f the best ind ica tors o f the evo lv ing  and  expand ing  re la tionsh ip  betwee n 

A la ska  and Puget Sound. A s both partners in crease in popu la tion  and  econom ic power, (heir b road-based "qu ie t connection " 

con tinu es  to grow a cross  the econom y, though its im portance is often obscu red  by dram atic po licy  is su es  and cyc lica l sw ings 

re la ted  to resource developm ent.

7 Merchandise goods refers lo those products, supplies, raw materials, wares, and commodities that are movable. See appendix lor glossary ol terms.



Puget Sound  exports o f  goods and serv ices to A laska  directly im pact the reg ional economy. Table 4 show s the direct im pacts of 

jo b s  and labor earn ings in Puget Sound from these regional exported goods and serv ices to A laska. In add ition , Puget Sound-based 

fish ing, sea food processing  and  petroleum  refin ing industries m ake use o f A laska  natural resources.

Table 4. Direct Alaska job and Labor Earnings Impacts on Puget Sound, 1985,1994 and 2003
Labor Earnings (Millions of Current 8) Jobs

Percent Change 
in Jobs

Sector 1985 1994 2003 1985 1994 2003 . _ 34-03. _
Export-related 8465.7 8765.6 81,427.9 20,826 23,192 32,349 33.954

Goods and Services, Total $320.5 $487.5 $965.7 15,952 16,478 23,772 36.4%

Manufacturing $172.0 $167.9 $233.5 6,110 4,717 4,926 4.4%

Trade $62.7 $117.4 S194.7 4,155 4,490 5,607 24.9%

Services $62.9 $179.1 $446.3 4,092 6,632 11,108 67.5%

Finance, Insurance and Real Estate $20.9 $18.4 $36.6 1,447 479 651 35.9%

Agriculture, Forestry and Mining $1.2 $3.3 $5.0 139 134 146 9.0%
Construction NA NA $47.1 NA NA 1,295 NA

Utilities and Communication $0.8 $1.4 $2.5 9 26 38 46.2%

Transportation $145.2 $278.1 9462.2 4,874 6,714 8,578 278%

Resource-related $206.6 $569.1 8885.6 10,151 13,341 13,171 ■1.3%

Fisheries, Total $155.0 $464.5 $870.9 8,574 11,536 10,094 -12.5%
Fishing Fleet $125.0 J $386.6 $492.5 6,000 8,726 5,950 ■31.8%

Seafood Processing $30.0 $77.9 $186.3 2,574 2,810 4,144 475%

Petroleum Refining, Total $51.6 $104.6 $140.8 1,577 1,805 1,990 10.2%

Passenger Cruise NA NA 874.0 NA NA 1,087 NA

1 TOTAL $672.: 81,334.7 82,313.65 30,977 36,533 | 45,520 18.1%

Moles: Earnings for fishing fleet and seafood processing are estimated for 1985; cruise-related impacts not available for 1985 and 1999. Due to incomplete 
data in 1999 for construction and passenger cruise Industry, total percent change does not include these categories.
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The growth in jobs from the A laska-Puget Sound trade relationsh ip betw een 1994 and 2003 was substantia l -  equa l to attracting a 

1,000-em ployee com pany to the region each year.

Tab le 5 shows the total d irect and indirect econom ic im pact o f A laska  on Puget Sound. This is the most com prehensive measure 

o f  the A laska  connection to the Puget Sound economy. Indirect im pacts a rise in two ways. The first source is industries that do not 

export to A laska, but prov ide other firms or industries w ith inputs needed to produce exports. Thus they benefit from the A laska  

trade, even though they are not a d irect partner.

Table S. Total (Direct + Indirect) Alaska Job and labor Earnings Impacts on Puget Sound: 1985, 1994 and 2003
Earnings (Millions of Currents) Jcbs Percent Change In Jobs

Sector 1985 1994 2C03 1985 1994 2003 94-03

Emrt-relited $771.5 $1,589.6 $2,582.5 38,852 53,436 63,619 16.2%

Goods and Services, Tolal 5599./ $1,250.5 $2,057.5 32,907 44,889 53,671 16.1%

Manufacturing S216.7 $235.9 $326.8 7,871 6,696 6,973 4.1%

Trade $130.8 $298.6 $475.0 8,675 13,697 16,276 18.8%

Services $178.0 $503.3 $899.5 11,220 19,199 23,343 21.6%

Fin,, Insut. and Real Estate $533 $137.3 $1976 3,710 3,562 3,513 -1.4%

Ag„ Forestry and Mining $7.6 $14.5 $17.7 637 425 427 0.4%
Construction $6.0 $11.0 $71.6 240 366 1,969 NA
Utilities and Communication $7.3 $49.9 $69.3 554 944 1,170 24.0%

Transportation $171.8 $339.1 $525.0 5,945 8,517 9,948 16.4%

Resource-related NA NA $1,733.6 18,121 36,661 39,899 ■0.4%

Fisheries, Total m $1,082.6 $1,154.1 12,262 29,788 26.929 •9.6%

Fishing Fleet NA $756.8 $529.8 9,245 22,094 12,071 ■45.4%
Seafood Passing NA $3258 $6243 3,017 7,694 14,858 93.1%

Petroleum Refining, Total NA $251.0 $419.7 5,859 6,873 9,569 39.2%

Cruise-relaled, Tolal NA NA $159.8 NA NA 3,401 NA

TOTAL NA $2,923.2 j S4,316.0 56,973 90,091 103,518 9.4%

Notes: Total earnings In 1985 wc*e not reported for resource-related sectors. Only indirect earnings and jobs for construction were reported in 1985 and 1993. 
Due lo incomplete data for construction and cruise industry in 1994, the total pe»cent change does not Include these sectors.

The second  source o f ind irect im pact arises from the spend ing o f incom e earned by em ployees in export industries and export- 

serving industries. Such consum er spend ing  produces an important r ipp le  effect. Because o f this, the A laska  connection affects 

every one of the 62 econom ic sectors covered by the Puget Sound Input-Output model. An export may be defined  s im ply as any sa le 

to a buyer outside the region. Expoit industries create powerful leverage by draw ing fresh in fus ions o f wealth into the region. This 

leverage is the m ost powerful exam ple of the "m u ltip lie r effect." the ab ility  of one form o f econom ic activ ity to ripple through the 

econom y as incom e and purchas ing  power are circulated.

Ih e re  a ie  other A laska-re lated im pacts that do  not fit neatly into Table 5. in c lud ing  the more than $500  m illion  spent each year 

by A laskans when they v is it Puget Sound. For exam ple, the Pugel Sound region (notably Seattle) is  headquarters for the federal 

governm ent's Region X (Alaska, Oregon, W ashington, and Idaho). Reg iona l headquarters o f various federa l agencies generate 

som e 350 Alaska-related jobs, with estim ated earn ings o f $15 m illion.

The portion of d irect to ind irect jobs varies w ide ly  by sector. For example, 38 percent o f Puget Sound  service industry jobs linked  to 

A laska  ate in firms exporting serv ices directly, the rem aining 62 percent ate indirect: jobs in hrms that support service exporters, 

and jobs supported by consum er spend ing  of workers em ployed by both exporters and support firms.

Page 13



Trade

Seafood Processing 

Pishing Fleet 

Transportation 

Petroleum Refining 

Manufacturing 

Fin., Insur., and Real Estate 

Cruise Industry 

Construction 

Utilities and Communication 

Ag„ Forestry and Mining

S e rv ic e !

0 2,000 4,000 6,000 6,000 10,000 12,000 14,000 16,000 16,000 20,000 22,000 24,000

NUMBER OF WORKERS

The data presented in Tables 3-5 and Figure 3 measure the im pact o f A laska in abso lute terms, show ing the A laska-linked portion 

o f the Puget Sound econom y as if it were a stand alone, separate entity. Figure A provides perspective on the relative im portance of 

A laska  by show ing the share o f total econom ic activity it provides in the Puget Sound region. Across a ll sectors producing goods and 

serv ices in Puget Sound, 103,518 jobs, alm ost 3 percent o f the region’s jobs, depend on the A laska export market. A  prom inent sector 

is transportation, where nearly 10 percent o f all jobs are Alaska-linked. Other major sectors exceeding the 3 percent mark are trade, 

manufacturing, and natural resources.

The share of Puget Sound jobs that are created by exports to A laska are an important element in a d iversified regional economy. It a lso 

generates a crucial margin o f jobs, equal in size to the entire labor force that resides in the com bined c it i°s of Be llevue and Kirkland.

Two Puget Sound industries, petroleum and fish ing, rely on A laska-based resources. In these sectors, Puget Sound  relies on A laska as 

a source of raw material -  87 percent in petroleum refining and 85 percent in fish ing  and seafood processing. In the case of petroleum 

industries, A laska provides a resource that is rep laceab le by other suppliers. By contrast, the A laska fisheries are un ique and 

irreplaceable, at least for Puget Sound-based fish ing  fleets and seafood processors.
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S e c to ra l A n a ly s e s

TRANSPORTATION
O f (he 95,003 transportation sector jo b s  in Puget Sound, 10.5 percent are related to trade w ith A laska. In 2003, transportation 

sector exports to A laska  from Puget Sound to ta led  more than $1.5 b illion , generating 9,948 total jobs and over $525 m illion in labor 

earn ings. The deta il for tn is  sector is shown in Table 6.

Table 6. Alaska-Related Puget Sound Transportation Impacts, 1994 and 2003

Mode/Function

1994 2003

Exports 

($ Millions) Jobs

Labor Earnings 

($ Millions)

Exports 

($ Millions)
r

Jobs

Labor Earnings

It  Millions)

Railroad Transport 50.0 J $1.8 $0.0 ’ 9 $2.3

Local Transport $0.0 202 $5.5 $0.0 254 $8.3

Trucking $47.4 1,152 $30.4 $63.2 1,012 $40.2

US Postal Service $8.8 327 $13.7 $12.5 377 $19.5

Water Transport $453.6 3,304 $145.7 $819.2 3,108 $211.6

Air Transport $358.9 2,550 $115.8 5570 6 4,390 $201.1

Pipeline $00 1 $0.1 $0.0 2 $0.1

Transport Services $25.7 955 $26.1 $37.7 777 $41.9

TOTAL $894.4 8,517 $339.1 $1,503.2 9,948 $525.0

Notes: Transport services includes freight consolidators, freight forwarders, shipping agents, and tran'nort brokers.

Waterborne Transportation
W atetbofne transporters generated more than three fifths of the 

$1.5 b illion  transportation-related export trade to A laska. By 

weight, 97  percent o f  a ll freight sh ipm ents between Puget Sound 

and  A laska  are waterborne. The rem aining 3 percent is d iv ided 

between a ir freight and cargo transported by true!' on the A lcan 

H ighway and the A laska  M arine H ighway ferry system.

figure  5 show s the waterborne freight sh ipm ents (northbound) 

from Puget Sound to A laska  for the 1984-2003 period. H ie  time 

period beg ins w ith h igh leve ls o fw aterborne freight sh ipm ents 

reluted to the Prudhoe Bay m odu le and trans-A laska p ipe line  

construction in the early- to m id-1980s. The low  levels of activity 

between 1986 and 1988 co in c ided  w ith a severe recession 

and net job  dec lines in A laska. From that low  point in 1988, 

sh ipm ents rebounded 67 percent by 1994, an average growth of 

11 percent peryear.

W aterborne sh ipm ents provide a good  barom eter for econom ic

cond ition s in A laska . For instance, w h ile  Puget Sound and

nationa l econom ic growth w as robust during the m id to late

1990s, econom ic ga ins in A laska  were on ly modest. This is

illustrated in the conta iner sh ipm ents from Puget Sound to

A laska  sh wn in the chart. 1999 m arks the beg inn ing of another
A HorUon Lines ship at the Port ofTiComa. . . , , . . . .  . . . . . . . ____,,
Photo by Kathleen Tomandi, Port of Tacoma. P ' ™ ' 1 o f ‘'obust growth in waterborne container sh ipm ents. In

2003, northbound conta iner sh ipm ents from the Ports o f Tacoma 

and  Seattle surpassed  2.5 m illion  tons, representing the fourth consecutive year o f record tonnage to A laska. In general, the growth 

trend in northbound w aterborne conta iner sh ipm ents reflects the overall econom ic growth enjoyed by A laska  s ince 1988.
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Sources: Port of Tacoma; Port of Seattle; individual vessel and barge lines; Army Corps of Engineers.

Puget Sound based waterborne sh ippers a lso  transport bulk c om n rd it ie s  to A laska- from  refined petro leum  products and 
chem ica ls  to stone, sand , gravel and meta l scrap. G iven their vo latility , trends in bu lk  com m od ity  sh ipm en ts are more d ifficu lt to 
interpret. Over the last ten years, bu lk com m od ity  sh ipm ents have averaged about 500,000 tons annua lly , w ith the lio n ’s share in 
petro leum  products from Puget Sound refineries (Figure 6).
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In  2003, c om b in e d  n o r th b o u n d  w a te rbo rne  con ta in e r a nd  b u lk  com m od ity  sh ipm e n ts  e c lip s e d  the 3 m il l io n  ton mark for 
th e  first t im e .

B ecause of its geograph ic loca tion , A las1' !  must im port food and food products to an unusua l degree. Puget Sound suppliers 
are a m ajor source of these imports. O ther manufactured goods produced in  Puget Sound are a lso in c lud ed  in waterborne cargo 
sh ipm en ts , ju c h  as departm en t store m erchand ise , b u ild ing  materials, and veh ic les . A lthough a m ajor supp lie r of crude o il, A laska 
m ust import som e of its refined petro leum  products, and Puget Sound is its lead ing  supp lier . Puget Sound also serves as the 
w a rehous in g  and d is tr ibu tion center foi A laska. Goods from across the low er 48 states are c iso lida ted  in the Puget Sound region 
for sh ipm en t north (Table 7).

Table 7 Puget Sound Waterborne Cargo to Alaska, 2003

Category Weight {Short Tons) Percent of Total
Food Products 818,531 26.4%

General Goods (Including Dept. Store Merchandise) 582,097 18.8%
Petroleum Products 460,050 14.8%

Building Materials 430.175 13.9%
Household Goods 120,969 3.9%
Vehicles 118,068 3.8%
Chemicals 83,521 2.7%

Primary and Fabricated Metals 75,684 2.4%

Military Cargo 37,220 1.2%
Paper and Paperboard Products 26,153 0.8%
U.S. Mail 11,755 0.4%

Other 335,299 10.8%
TOTAL 3,099,521 100.0%

Source: Individual shippers.

Southbound sh ipm ents to Puget Sound from Alaska are shown in Figure 7. A lthough non-crude sh ipm ents varv annua lly , the trend has 
genera lly been upward, w ith an average of c lose to 1 m illion tons annually . The bulk of the southbound sh ipm ents is seafood products.

198 5  1 98 6  1 9 8 7  1 98 8  1989  199 0  1991  199 2  1993  1994 199 5  1996  1997  1 9 9 8  1999 2 0 0 0  2001  2002  200 3

Sources: Army Corps of Engineers; individual vessel and barge lines
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An Alaska Airlines (el takes oft at Sea’.tle-Tacoma International Airport Photo by Don Wilson, Pot! of Seattle.

A i r  C a rg o  T ra n s p o r t
Air transport g en e rated 38 percent of the total transportation export-related revenues of $1.5 b illio n  in 2003. An estim ated $79.3 
m illio n  was from air freight and $491.3 m illio n  from passenger travel. Seattle Tacoma and King County in ternationa l airports 
are important stag ing areas for air cargo destined for Alas' a, and air cargo represents a v ita l link in the transportation cha in  that 
supp lie s  Alaska.

A irfreight to Alaska in c lu d e s  more than sm all, h ighvalue-per-pound item s. Puget SounJ a ir cargo destined for Alaska also inc ludes 
f is h ing  nets, d iese l eng ines , construction materials, per ishab le  food products, m a il, and m ed ica l supp lie s . For many Alaska 
com m un it ies , air freight is the on ly  sh ipp ing  service a va ila b le  during several m onths of the year. For a ll com m un it ie s , it is the on ly 
source of same-day serv ice and just-in-time inventory.

For firms such as Federal Express, Un ited Parcel Serv ice (UPS), and A irborne Express, the Puget Sound A laska a ir cargo corridor 
is part of the great c irc le  route to East Asia. This generates a vo lum e  of bus in ess  not en io yed  by less-advantageously located 
areas of the U.S.

Southbound , a s izab le  share of air cargo is fresh fish, h e lp in g  to make Puget Sound the w arehous ing/d is tribution hub  for Alaska 
seafood. Figure 8 show s air cargo movem ent in both d irections from a Puget Sound perspective .
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A i r  P a s s e n g e r  T ra n s p o r t
Historically, an outstand ing performer in the Alaska-Puget Sound partnership is air travel. Eighty six percent of the air transport export 
revenues are due  to passenger travel, generating an estimated $491.3 m illion  in 2003. Seattle-Tacoma International Airport passenger 
board ings to and from Alaska grew substantia lly between 1987 and 1994, more than doub ling  to over 2 m illion . S ince the peak year of 
1994, however, total boardings between Puget Sound and Alaska have dec lined  by about 17 percent. Reasons for the dec lin e  inc lude 
restricted bus iness budgets and enhanced commun ications . Also, improved te lecomm un ications technology and the internet have 
reduced the need for bus iness travel. Alaska residents accounted for an estimated 300,000 total boardings in 2003 (Figure 9).
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