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TO: People of Metlakatla Dec. 17,2007

FR:  Lindarae Shearer, member nuirihutod fry
and concerned citizen

RE:  Annexation by Ketchikan

This petition is in response to Annette Island School District’s plea to all
people of Metlakatla to OPPOSE anrexation of our school system and that of
other school districts on Prince of Wales Island. Iam putting this petition around
town in coordination with Mr. Brett Agenbroad, Superintendent of AISD. Our
school district has officially expressed its dismay regarding this issue, but it will
take a huge effort by Metlakatla citizens to express our loud opposition to this
measure.

| will pick up all originals of this petition on or about Friday December 28,
2007 to send it to Senator Kookesh’s office. Senator Kookesh’s staff will make
sure that all legislators will have received a copy of the petition by the time the
next legislative session begins onJanuary 15,2008.

Efforts will be made through legal channels, but it is important that the
Alaska State Legislature hears from the communities this will impact. This
annexation, if allowed to stand, will take money away from our school district.
We cannot afford to lose any funding for our children’s education. Your signing
this petition will ensure our lawmakers know you care. YOUR VOICES WILL BE

HEARDII f

Lindarae Shearer

| fquestions, callme at
886-4133 0or 723-9835
orreferqueriesto
Superintendents Office, AISD

Cc:  BrettAgenbroad
Senator Kookesh

PETITIONS WILL LIKELY BE LOCATED AT: Leask Market, Mini-Mart, Sea Cells,

Visions, Bingo Hall, Senior Center, AISD Superintendent’s Office, Middle School

Front Office, Elementary School Front Office, and Larry and I will each carry one
with us in our vehicles.



PETITION

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application of the present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representative ,, to work to reverse the
November 7, 2007 Local Boundary Commission’s approval of ihe Ketchikan Gateway
Borough’s Annexation Application,

We ask that you vigorously pursue legislation that would stop the annexation 0f 4,700
miles of the current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application ofthe present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7, 2007 Local Boundary Commission’s approval of the Ketchikan Gateway
Borough’s Annexation Application,

We ask that you vigorously pursue legislation that would stop the annexation 0f4,700
miles ofthe current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application ofthe present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7,2007 Local Boundary Commission’s approval of the Ketchikan Gateway
Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700
miles of the current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION fy 1

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation

Application ofthe present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7,2007 Local Boundary Commission’s approval of the Ketchikan Gateway
Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of4,700
miles ofthe current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION
a* 0
To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application ofthe present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7,2007 Local Boundary Commission’s approval of the Ketchikan Gateway
Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700
miles ofthe currentunorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION

P £

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application of the present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7,2007 Local Boundary Commission’s approval of the Ketchikan Gateway
Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of4,700
miles ofthe current unorganized Borough land in South East Alaska. Wc have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.,
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PETITION
OtuyL

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’ssupport in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application ofthe present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7,2007 Local Boundary Commission’s approval of the Ketchikan Gateway

Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation 0f4,700
miles of the current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application ofthe present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
No/ember 7,2007 Local Boundary Commission’s approval ofthe Ketchikan Gateway
Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of4,700
miles ofthe current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension ofBorough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.
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PETITION

) Pose
To: Alaska State Legislature I

We, the people of Metlakatla, Alaska, respectfully request the Alaska State
Legislature’s supportin our opposition to the 2006 Ketchikan Gateway Borough Annexation
Application of the present Unorganized Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the
November 7,2007 Local Boundary Commission’s approval ofthe Ketchikan Gateway
Borough’s Annexation Application,

We ask that you vigorously pursue legislation that would stop the annexation of 4,700
miles ofthe current unorganized Borough land in South East Alaska. We have grave
concerns regarding the adverse financial impacts annexation will have upon Annette Islands
School District in Metlakatla as well as other school districts in the region. We are further
concerned that the application as approved requires no substantial extension of Borough
services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and
losing the community of Myers Chuck to the Wrangell Borough expansion.

M etlakatla
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FAX: (907) 888-5130
888-5120

Business Office .
(907)886-6009 C.R. Legsrk] Srl. Middle
FAX: (907) 886-5130 007 ;8%06003
Ann eb trict (907) 886-
Special Education t FAX: (907) 886-6019
(907) 886-6020
FAX: (907) 886-4122 R.J.(I;I(Je;;gegglrl)izsfhool

FAX: (907)886-4120

January 14, 2008

TO: The Honorable Senator Albert Kookesh
Attn: Nancy Barnes
State Capitol, Room 11
Juneau, Alaska 99801-1182

FROM: Brett Agenbroad
Superintendent of Schools

Please find enclosed a petition from the people of Metlakatla, Alaska in our opposition to the
2006 Ketchikan Gateway Borough Annexation Application of the present unorganized Borough
lands in southern Southeast Alaska

Would you please send us a completed piece including the petition once you have finished this
task?

Thank you.

fword:
Senator Albert Kookesh, 1-14-08

‘EDUCATION IS EVERYBODY'S BUSINESS INVETLAKATLA'



We, the people of Metlakatla, Alaska, respectfully request the Alaska State Legislature's support in our
opposition to the 2006 Ketchikan Gateway Borough Annexation Application of the present Unorganized
Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007
Local Boundary Commission’s approval of the Ketchikan Gateway Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700 miles of the
current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse
financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other
school districts in the region. We are further concerned that the application as approved requires no substantial

extension of Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave,
and losing the community of Myers Chuck to the Wrangell Borough expansion.

Metlakatla, Alaska 99926 _
Name (printed) Post Office Box # Signature
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PETITION

To:  Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State Legislature’s support in our
opposition to the 2006 Ketchikan Gateway Borough Annexation Application of the present Unorganized
Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007
Local Boundary Commission's approval of the Ketchikan Gateway Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700 miles of the
current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse
financial impacts annexation will have upon Annette Islands School Dist.ict in Metlakatla as well as other
school districts in the region. We are further concerned that the application as approved requires no substantial
extension of Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave,
and losing the community of Myers Chuck to the Wrangell Borough expansion.

_ Metlakatla, Alaska 99926 _
Name (printed) Post Office Box# \Signature
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PBTITION

To:  Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State Legislature’s support in our
opposition to the 2006 Ketchikan Gateway Borough Annexation Application of the present Unorganized
Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007
Local Boundary Commission's approval of the Ketchikan Gateway Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700 miles of the
current unorganized Borough land in South Bast Alaska. We have grave concerns regarding the adverse
financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other
school districts in the region. We are further concerned that the application as approved requires no substantial
extension of Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave,
and losing the community o f Myers Chuck to the Wrangell Borough expansion.

_ Metlakatla, Alaska 99926 _
Name (printed) Post Office Box # Signature A
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PBTITION

To:  Alaska State LEgiSlaIUI'e

We, the people of Metlakatla, Alaska, respectfully request the Alaska State Legislature’s support in our
opposition to the 2006 Ketchikan Gateway Borough Annexation Application of the present Unorganized
Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007
Local Boundary Commission’s approval o f the Ketchikan Gateway Borough's Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700 miles of the
current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse
financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other
school districts in the region. We are further concerned that the application as approved requires no substantial

extension of Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave,
and losing the community of Myers Chuck to the Wrangell Borough expansion.

| Metlakatla, Alaska S0EPD
Name (printed) Post Oﬁ[gsj Box # Sienature
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To.  AlaskaState Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State Legislature's support in our
opposition to the 2006 Ketchikan Gateway Borough Annexation Application of the present Unorganized

PBTITION

Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007

Local Boundary Commission’s approval of the Ketchikan Gateway Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700 miles of the
current unorganized Borough land in South East Alaska.
financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other
school districts in the region. We are further concerned that the application as approved requires no substantial
extension of Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave,

and losing the community of Myers Chuck to the Wrangell Borough expansion.

Metlakatla, Alaska 99926

Name (printed)
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We have grave concerns regarding the adverse
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PBTITION

To: Alaska State Legislature

We, the people of Metlakatla, Alaska, respectfully request the Alaska State Legislature's support in our
opposition to the 2006 Ketchikan Gateway Borough Annexation Application of the present Unorganized
Borough lands in southern Southeast Alaska.

We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007
Local Boundary Commission’s approval o f the Ketchikan Gateway Borough’s Annexation Application.

We ask that you vigorously pursue legislation that would stop the annexation of 4,700 miles of the
current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse
financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other
school districts in the region. We are further concerned that the application as approved requires no substantial
extension of Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave,
and losing the community of Myers Chuck to the Wrangell Borough expansion.

Metlakatla, Alaska 99926
Name (printed! Post Office Box #
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Municipality

Home Rule
Petersburg
Wrangell

First Class
Craig
Hoorvah
Hydaburg
Kake
Klawock
Pelican

Second Class
Angoon
Coffman Cove
Gustavus
Kasaan
Port Alexander
Tenakee Springs
Thome Bay

Federal Law
|.Metlakatla

REAA'S
Annette bland
Chatham
Southeast bland
TOTAL LOCAL
STATE

GRAND TOTAL

Road Miles

24.90
1167

9.35

&

1402

B

7.69
1554
30.01
8.47
125
2.50
34.64

34.90

N/A
N/A
N/A
1 22164
| 18750

1 40914

Road Mile $

$75,717.71
$35,486.97

$28432.15
$27,671.93
$18853 41
$42,633.02
$31,320.98
$3,344.96

$23,38430
$4735515
$91356.56
$25,756.18
$3301.09
$7,602.18
$105335.80

5106,126.43

N/A
N/A
N/A
| $673978.82
| $570,163.46

| $1,244,142.28

ADM

588.55
354.74

361.55
152.95
7960
10355
140.45
14.95

N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

282.35

194.82

186.90
1 246041
| N/A

I 246041

School $

$892,826.73
$538,138.40

$548,469.13
$232,024.21
$120,752.71
$157,084.71
$213,061.79
$22,6/9.06

N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

$428323.21
$295340.74
$283,526.15
$3,732,426.85
N/A

$3,732,426.85

First Stage
Total School h
Road $

$968,544.44
$573,625.37

$576,901.28
$259,696.14
$139,606.12
$199,717.74
$244382.77
$26,024.02

$2338430
$47,255.15
$91356.56
$25,756.18
$3,801.09
$7,602.18
$105335.80

$106,126.43

$428323.21
$295,540.74
$283326.15

1 $4,406,405.67

j

$570,163.46

$4,976,569.13

STATE OF ALASKA
FY 08 NATIONAL FOREST RECEIPTS - FINAL PAYMENTS
TONGASS NATIONAL FOREST - UNORGANIZED BOROUGH

*DOT/PE FUNDED AT $170,000 AND PROJECTS @196
"PROJECTS $ DISTRIBUTION BASED UPON SCHOOL & ROAD PAYMENTS**
" “ENTITIES <$100,000 EXEMPT FROM PROJECTS EXPENDITURES ™

|
1

State
Redistribution
>$170K

$87,957.42
$52,093.23

$52390.73
$23384.05
$12,678.19
$18,137.17
$22,19338
$2363.35

$2,123.62
$4,291.43
$8387.38
$2339.02
$345.19
$690 38
$9,565.97

$9,637.77

$38,897.76
$26,839.25
$25,748.15
$400,163.46
$170,000.00

$570,163.46

1

Preliminary
Total School &
Road $

$1,056,501.87
$625,718.61

$629392.01
$283380 20
$152384.31
$217354.91
$266376.15
$28387.36

$25307.93
$51346.58
$99343.94
$28,095.21
$4,146 28
$8392.56
$114,901.77

$115,764.19

$467,220.97
$322379.99
$309374.30
$4306,569.13
$170,000.00

$4,976,569.13

Preliminary
Pro; its$

$193,035.62
$114326.33

$114,979.23
$51 758.70
$27324.18
$39304 72
$48,706.67
$5,186.71

$436061
$9,418.18
$18,187.88
$5,133.33
$757.58
$1315.15
$20,993.94

$21,151 51

$85366.90
$58,902.71
$56,50814

1 $878218.08

$0.00

$378,218.08

Final Total
National Forest
Receipt Payment

$1349337.48
$740,044.93

$744,271.24
$335,038.90
$180,108.49
$257,659.62
$315382.82
$33374.08

$30,168.53
$60,964.76
$117,731.81
$33328.54
$4,903 86
$9307 72
$*35395.70

$136,915.71

$552387.87
$381382.70
$365,782.44
t  $5684,787.21
$170,000.00

i $5354,787.21

Final
Road
Payment

$81320.67
$3834728

$30,723.82
$29,902.33
$20373.02
$46,06931
$33345.50
$4315.39

$30,168.53
$60,964.76
$98311.97
$3332854
$4,903.86
$9307.72
$113326 02

$114,680.37

N/A

N/A

N/A
$751389.08
$170,000.00

$921389.08

Final
School
Payment

$964,789.88
$581313.14

$592,676.54
$250,725.70
$130,485.56
$169,745.97
$230334.88
$29358.68

N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

$462346.69

$319361 76

$306378 77
| $4,038,017.58
| N/A

1 $4,038,017.58

1

Final
Projects
Payment

$202,926.94
$120,184.51

$120370.87
$54310.87
$29349.91
$4134435
$51302.45
$0.00

$0.00
$0.00
$19,11934
$0.00
$0.00
$0.00
$22,069.69

$22335.34

$89,741.18
$61,920.94
$59,403.67
$895,180.55
$0.00

$895,180.55



TALKING POINTS
DETRIMENTAL IMPACTS THAT WOULD RESULT FROM THE PROPOSED
KETCHIKAN GATEWAY BOROUGH ANNEXATION

« The proposed Ketchikan Gateway Borough annexation petition would take
approximatelgl $1.2 million annually in National Forest Receipts funding from the
education and road budgets of communities in the unorganized borough of
Southeast Alaska.

* Municipalities and school districts in the unorganized borough rely on to NFR to
help fund primary and secondary education services for K-12 students in
Southeast Alaska. NFR payments are supplemental to other local school support.

*  The annexation would result in other communities’ loss of education funding
going to the KGB to annex an area that contains zero students.

* The annexation is sought to increase NFR fayments to the KGB at the expense of
sixteen cities, twelve school districts, and 2,700 students in Southeast Alaska.

* The pioposed annexation still leaves the Southeast Island School District with the
responsibility to pay for education services to students in Hyder, while also taklnfg
away $82,000 in NFR education Finding that SISD would use to meet the cost 0
educating Hyder students.

» The petition fails to meet the State’s Best Interest Findings in that it leaves
education costs in the hands of the State of Alaska while taking education funding
from a state-funded REAA.

* The proposed annexation does not meet Alaska statutory and regulatory
requirements for annexations.

* The preliminary report is wholly inconsistent with a previous LBC staff report on
a very similar annexation petition prepared in 1998

« LBC staff had the appearance of a conflict of interest involving a high-paying
position within the KGB sought by LBC s_taffduring the KGB petition process.
As a result the LBC must disregard the existing preliminar report and contract
WI;[h[_an independent party to rewrite the preliminary report on the proposed
petition.

* The Eroposed annexation also reduces Payment in Lieu of Taxes funding to rural
Southeast Alaska communities.

* In 1999, this commission held that the proposed annexation would violate the
Alaska Constitution because the proposed annexation did not include Hyder,
because the annexation would not include the area with maximum common
interests. The pertinent portion of the Alaska Constitution has not changed since
1999. The LBC should therefore be consistent and deny the Petition.



The Statement of Decision from the LBC fails to include an order to include
Hyder in the proposed borough in five years, in Sf't‘? of the stated intent of the
LBC during its public meetings to require the inclusion of Hyder within that time

frame.

The LBC chose not to address in its final report on the annexation the timely
written concerns submitted to it by the public after the publication of the
preliminary report, stating that the staff was too busy to address those written
comments.

Thirty-six members of the F]ublic provided testimony to the LBC at the November
6,2007 public hearing on the annexation petition. No members of the public
spoke in favor of the annexation. The only support voiced for the annexation was
from borough staff, and three current or former borough assembly members.

The LBC routinely told the public testifying that their testimony was irrelevant to
the annexation.

The communities identified in the table below will also suffer a loss of funding
from the federal Payment in Lieu of Taxes program if the annexation is approved.

FY 2007 Income Loss Income Loss Income Loss Total Annual
Home Rule Ed. Receipts Ed. Funding Road Funding Project Funding aL(BS
Petersburg $ 914,381 S 201,164 $ 15.236 $ 41,806 $ 258,206
Wrangell $ 571,788 $ 125,793 7,963 S 25,840 $ 159,596
First Class
Craig S 594,437 $ 130,776 $ 6.380 S 26,497 $ 163,653
Hoonah $ 257,409 $ 56,630 % 6,209 $ 12,140 % 74,979
Hydaburg $ 112,085 $ 24,659 4,230 $ 5,581 34,470
Kake $ 179,336  $ 39,454 % 9,566 $ 9,470 $ 58,490
Klawock $ 209,638 $ 46,120 $ 7,028 S 10,268 $ 63,416
Pelican $ 25,087 $ 5,519 $ 896 $ % 6,415
Second Class $ :
Angoon 5,294 % 5,294
Coffman Cove 10,698 - 10,698
Gustavus 20,659 S 3,956 24,615
Kasaan 5,831 - 5,831
Port Alexander $ 861 861
Tenakee Springs % 1.721 - 1,721
Thome Bay 23,847 $ 4,566 % 28,413
REAA'S :
Annette Island $ 537,333 % 118,213 $ 23,677 $ 19,140 $ 161,030
Chatham % 368,934 $ 81,165 - S 13,141 % 94,307
Southeast Island 373,545 % 82,180 $ 13,306 95,486
Total Annual Loss $ 911,674 $ 150,095 $ 185,710
Aggregate loss of funding $ 1,247,479
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ALASKA NATAINE BROTHERHOOD
ALASKA NATIVE SISTERHOOD
Ketchikan Cunp #14
P.0.Box 6784
429 DeermouBt
Ketckiku, Alaska 99991
Phoas: (987) 617-9848

. February 11, 200*
Dear Sir

RE: HIR30 and SJIR15

The Alaska Native Brotherhood/Alaska Native Sisterhood (ANB/ANS), Camp 414, Ketchikan
strongly OBJECTS to the Annexation of land the Ketchikan Gateway Borough (KGB) is

proposing.

Our Objection focuses mainly on the detrimental impactthis Annexation Plan will have on the
Alaska Native Subsistence rights of our local native citizens. nghts KGBandother
Governmental entities seems to be ignorantabout Traditional native subsistence areas within
KGB has heen basically shutdown since our Community natives have been re-categorized as
“Urban Indians” once a?a!n. Currently, our traditional subsistence usage areas within KOB are
Inaccessible because ofthis “Urban7label. Local Alaska natives have been pushed out to the
(Urthest boundaries tftheir traditional land and sea food gathering sites trying to eek out scarce
native foods.  The Governmental entities do not seem to understand why Alaska Natives are
continuing to seek traditional subsistence foods when there is so much to be had at the local
Safeway and A&P Grocery Stores.  They do not understand that it is in our Cultural, thousands
and thousands of%/ean of Cultural beating througih our blood. This Annexation propoeal will
foster governmental attempts to Anther cut off Alaska natives Bom traditional food ﬁathenng
sites inour local area, ftwill ftirthet effortsto “assimilate” Alaska natives to the white cultural
only. Ifthis Annexation >*approved by the Alaska Legislature, traditional food gatherers living
within KGB will once _aqam be pushed Tarther and farther out into geographical areas that may
very well be “inaccessible” to the majority of local Alaska natives without peat expense.

Therefore, on behalfofall die local “urban” Alaska natives living in KGB, we OBJECT to.
KGB’s proposed Annexation and urge a “No” vote on its apBrovaI. Send it back to than witha

clear message that ifthe rights of Hanative citizens will not be protected by them, than the
Alaska Legislature will do 1t for them.

Gunalchcesh, llowaa, Docykshin! Thank you!
Sincerely,

Joseph Reeves, President
ANB Camp #14 Ketchikan



Ginny Austerman
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Hyder isthe focal point of this whole arqument. Hereis their position. Can you meke sure the Senate (ets tis?
Tharks!

(r;r)]m: 2%@% 15 .Wnstreetoom]
(ject: e [ p oL

Kaci,
| did see that there is a committee hearing for HIR 30 tomorrow. Thanks for asking about our

relationship with Ketchikan Borou%h: It is non-existent. | have lived here 5 years, and the only KGB
representative in town flew in and had the plane stand by while he zipped up to the community building
to post a notice about a hearing on annexation. | believe that none of the current KGB Assemblil
members have ever spent any time here, they have no idea what our life is like here. We certainly were
not consulted about being included in the Borough, and get the impression that we are the necessary
evil connected with their being able to annex all that Forest Service land with it's lovely timber
receipts. |am not optimistic that they will try to build a relationship with us.

| will CC this to Pete Caffall-Davis, who has been handling the annexation battle for Hyder, and also to
Paul Larkin, the former town Administrator. Perhaps they will send comments also.

Carol

2/12/2008
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SENATE COMMITTEE REPOR1
DATE: 2/19/07 FURTHER:  Labor and Commerce

DATE TURNED
INTO OFFICE3 Z (L (*7

Community and Regional Affairs Committee considered HOUSE BILL NO. 34
HB 34 SALES BY WINERY LICENSEE
“An Act relating to sales of wine by a winery licensee/

and recommends:

SENATE BILL:
be replaced with[ ]SCSor[ ]C S ( ) [ ] Same Title
[ 1 New Title
adopt previous [ ]JSCSor[ ]JCS ( )
HOUSE BILL:
attached amendment(s) [yf Same Title
[ j Technical Title
adopt Letter of Intent Change
[ 1 New Title w/
further referral to Committee SCR#__
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
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INTERIM ADDRESS

i oot

K0d|ak AK 99615
(907)486-8872

Pa* (907) 486-5264

Representative Gabrielle LeDoux

Sponsor Statementfor House Bill No. 34
“An Actrelating to sales of wine by a winery licensee.”

Wine production in Alaska has only begun to develop. Wineries in Alaska are “mom and pop”
businesses. Under current state law, none of these wineries can sell or ship a bottle of wine to a
customer within the state unless the customer is on the premises. Currently, out-of-state wineries
can shi&their product into the state of Alaska. This bill evens the playing field for small wineries
in Alaska by enabling them to participate in direct sales to a niche market.

This bill will allow the holder of a winery license to ship less than five gallons of wine to an
individual provided that the shipping address is not located in an area that has not prohibited or
limited the importation or possession of alcoholic beverages. According to the Alaska
Department of Revenue, in FY 2005 there were six wineries that produced approximately 1,900
gallons of wine and contributed approximately $4,750 in taxes.

Alaskan wine is a value-added premium product, which is well suited to internet and phone

salesk The intent is for small, local winery operations to take advantage of a very specialized
market.

Representative_Gibrielle_LeDoux®legis.state.*k.u»



FISCAL NOTE

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Title Sales ofwine by a winery licensee
Sponsor Representative Ledoux
Requester House Labor & Commerce

Expenditures/Revenues

Fiscal Note Nunber:

Bill Version: HB 34
() Publish Date:
RDU Statewide Support

Component ABC Board

Component No. 2690

(Thousands of Dollars)

Note: Amounts do notinclude inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2008 FY 2009 FY2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES |
ICHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not .ibbreviate)
TOTAL

Estimate of any currentyear (fY2006) cost:

(Thousands of Dollars)

0.0

Mark this box (X) Iffunding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time
Part-time

Temporary

ANALYSIS: (Attach a separate page ifnecessary)
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lJohanna Bales, Revenue Audit Supervisor with the Alaska Departmentof Revenue, Tax Division, can be reached
at907-269-6628.

» All in-state breweries meetthe definition ofa small brewery set forth in AS 43.60.010.
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Table I Alaska Breweries and \Wineries

Operation Type Operation Name Location
The Glacier Brewhouse - Brews Brothers Anchorage
Moose's Tooth Brewing Co - Chugach Beverages LLC Anchorage

Midnight S :n Brewing Co Anchorage

Sleeping Lady Brewing Company Anchorage

Silver Gulch Brewing & Bottling Inc Fairbanks
Breweries

Haines Brewing Company Inc Haines
Homer Brewing Company Homer
Alaskan Brewing, LLC Juneau
Kodiak Island Brewing Company L Kodiak
GreatBear Brewing Co - Pioneer Peak Brewing Co W asiHa
Denali Winery - U-Brew W ineries Inc Anchorage
Kodiak Island Winery Chiniak

Haines

GreatlLand Wines Ltd
W ineries

Bear Creek Winery, LLC Kachem ak

Alaska Wilderness Wines Kodiak

Valley Winery LLC W asilla

The businesses listed above were licensed with the Alaska DepartmentofRevenue (DOR) during

Notes:
FY2005. Business are notrequired to be licensed with the DOR untilthey actually produce and sell
alcohol. According to the Alaska Alcoholic Beverage Control Board (ABC), there are thea additional
business that are licensed for FY2006: the Mother Lode (Brewpub) In Anchorage, Alice’s
Champa ;ne Palace (Brewpub)in Homer, and the Copper River Brewery in Cordova. Please keep
in mind mata license from the ABC does notguarantee thatthe business will produce and sell
alcoholic beverages.

Source: Johanna Bales, Revenue Audit Supervisor with the Alaska Departmentof Revenue, Tax Division,

907-269-6628.

Attached, please find an excerptfrom the Alaska Departmentof Revenue, Tax Division’s Fy 2005

Annual Reportofoperations that provides summary information on Alaska’'s Alcoholic Beverage

Tax.

| hope you find this information to be useful. Please do not hesitate to contact us if you have

questions orneed additional inform ation.

Legislative Research Report06.123 February 10.2006—Page 2
Beerand \WheProoucvonin Alaska
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May 16,200S
Supreme Court Strikes Down Bans on Wine Shipments
By DAVID STOUT

WASHINGTON, May 16 - The Supreme Courtruled today, in acase o finterestto millions of winc-drinkers and those who make a living in the

mutibillion-dollar industry that people can buy wine directly from out-of-state vineyards.

In a 5-to-4 decision that struck down laws in New York and Michigan, and by extension calls into question the laws in 22 other states, the court held
that laws that discriminate againstout-of-state vineyards violate the Constitution's Commerce Clause, which empowers Congress to regulate

rnter state commerce.

"Laws such as those at issue contradict the principles underlying this rule by depriving citizens of their right to have access to other states' markets or.

equal terms," the majority held, in an opinion by Justice Anthony M. Kennedy.

Today's ruling does not leave state lawmakers powerless to regulate direct shipments of alcohol, but if they do so they must not favor their own states
over other states. Indeed, Nida Samona, the chairwoman ofthe Michigan Liguor Control Commission, told The Associated Press Ural her

commission would urge lawmakers to bar direct shipments for both local and out-of-state wineries.

Today's ruling is of intense interest not only to the states - 26 of which already allow direct shipment from out-of-state wineries - but also to the
wholesale liquor industry, which fears eventually being left out of what is now a state-run three-tier system: liquor producer to licensed wholesaler to

licensed retailer.

The worry for liquor wholesalers has been that if the justices ruled that consumers could buy wine directly from out-of-state producers, so might

liquor retailers be able to do so, atleastin theory.

Today's decision, in the casesof Granholm v. Heald, No. 03-1116, from Michigan, and Swedenburg v. Kelly, No. 03-1274 from New York, had »o
do with interpretation o fthe Constitution, the intent of the 1933 Amendmentthat ended Prohibition and changing personal tastes in the age o f the

Internet.

W hen the case was argued before the justices on Dec. 7, lawyers for New York and Michigan asserted that the Prohibition-ending 21st Amendment
to the Constitution gave states such wide authority over the importation ofalcohol thatit trumped the principle embodied in the Commerce Clause:

that the states may not, without Congressional authorization, discriminate agrinst one another.

New York's and Michigan's lawyers insisted then that the goals of preventing minors' access to alcohol and assuring that the states could collect taxes
froir out-of-state shippers justified their states' statutes. Solicitor General Caitlin J. Halligan of New York told the justices that the case "goes to the

very core o fthe 21st Amendment."

Justice Kennedy responded - tellingly, it would appear from today's ruling - that "it also goes to the very core of the Commerce Clause."

Justice Kennedy wrote today that the real objecto fthe Michigan and New Y ork statutes was not protection of minors but rather to give in-state
wineries a competitive advantage over those in other states. Justice Kennedy, who was joined by Justices Antonin Scalia, David H. Souter, Ruth
Bader Ginsburg and Stephen G. Breyer, said New York and Michigan "provide little evidence for their claim that purchasing wine over the Internet

by minors is a problem."

"The 26 states now permitting direct shipments report no such problem, and the states can minimize any risk with less restrictive steps, such as
requiring an adult signature on delivery,” the majority said. Moreover, the m ajority said, the states could devise tax-collecticn procedures without

resorting to discrimination in interstate commerce.

“l., all but the narrowest circumstances" the states violate the Commerce Clause if they erect barriers to help in state business at the expense of

outsiders, the majority said in describing the ComrrTce Clause as "essential to the foundations of the Union."

The majority observed that "the current patchwork of laws - with some states banning direct shipments alto "ether, others doing so only for out-of-

state wines, and still others requiring reciprocity - is essentially the productofan ongoing, low-level trade «ar."
ChiefJustice William H. Rehnquist and Justices John Paul Stevens, Sandra Day O'Connor and Clarence Thomas dissented.

Justice Stevens conceded thatthe New York and Michigan laws would be "patently invalid" if they regulated sales of "an ordinary article of
commerce," notwine. "But ever since the adoption ofthe 18tb Amendment and the 21st Amendment, our Constitution has placed commerce in
alcoholic beverages in a special category,” Justice Stevens wrote. (The 18th Amendment ushered in the era of Prohibition and, some social historians

have said, the bootleggers and speak-easies thataccompanied it.)

“"Today, many Americans, particularly those members ofthe younger generations who make policy decisions, regard alcohol as an ordinary article of
commerce, subject to the same market and legal controls as otherconsumer products,” Justice Stevens wrote. "That was definitely not the view o f the

generations that made policy in 1919 when the 18th Amendment was ratified or in 1933 when it was repealed by the 21st Amendment’

That alcoholic beverages are something apartin the world ofcommerce is obvious from what happened after Prohibition ended. Justice Stevens went
on: "So-called 'dry states' entirely prohibited such commerce; others prohibited the sale o falcohol on Sundays; others permitted the sale of beer and
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wine but not hard liquor, mostcreated either state monopolies or distribution systems thatsave discriminatory preferences to local retailers and
distributors."
Small local wineries were elated by today's ruling. "This is the bestday for wine lovers since the invention ofthe corkscrew," Clint Bolick, counsel

for the Institute for Justice, which represented local wineries, told The Associated Press. "It demonstrates thatin the era ofthe Internet the court will

vindicate the principles of free trade that made this country great.”

And Juanita Swedenburg, the Middleburg, Va., vintner who sued to overturn the New York law, told The A.P. that the ruling was 'a boon for

America's wine-loving -onsumers who like to have various wines from throughout the nation.”

The laws overturned today are not identical. Michigan's statute flatly prohibited direct shipments by out-of-state wineries. New York's permitted such
shipments in theory - as long as the winery maintained a physical presence in New York, including a warehouse to store wines before sale. No out-

of-state winery has quilified for this exception in the 35 years that the law has been on the books.

Among the other states thatban direct shipments from out-of-state wineries are Connecticut, Delaware, Pennsylvania, New sersey, Vermont,
Massachusetts and Florida. A few states even make importing a felony. (A map showing the wine laws throughout the country can be viewed on the

Institute for Justice's Web site, www .ii.org.)

In issuing their ruling today, the justices reversed the United States CourtofAppeals forthe Second Circuit, which had affirmed the New Yoik law,

and it upheld the Courtof Appeals for the Sixth Circuit, which had voided the Michigan law.
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U.S. Supreme Court Rules on Direct Shipping
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On May 16, 2005, the United States Supreme Court struck down direct shipping

Search!
laws in Michigan and New York holding that the laws in both States discriminate
B R against interstate commerce in violation of the Commerce Clause, and that the
rowse resources discrimination is neither authorized nor permitted by the 2h» Amendment.

iLaw Firm Articles

For wineries and wholesalers, Granholm v. Heald is notable for different reasons.
For wineries, the case makes clear that States' powers to regulate alcohol under the
21st Amendment are not absolute, and that States must treat in-state and out-of-state
wineries the same when it comes to the direct shipment of wine. For wholesalers,
the decision reaffirmed the legitimacy of the three-tier system and did not establish
a right to direct ship.
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Newsletters
Market Center
Find a Job

Legal Technology Center

CLE
Law Distionary W hile the decision is a clear victory for those in favor of direct shipping, the real
impact will only be known once we see how States choose to rewrite their laws to
Supreme Court Center .. ..
respond to the decision, and how the lower courts apply the decision to future
Message Boards -
challenges to the three-tier system.
Greedy Associates
More... Background: The Battle for Shelf Space in a Consolidating Industry

In striking down the Michigan and New York laws, the U.S. Supreme Court
recognized the significant and ongoing consolidation in the wine industry. Fewer
wineries and fewer distributors now control a larger than ever portion of the wine
market, making it increasingly difficult for small wineries to distribute their wines.

At the same time that large wineries and distributors are consolidating, the number
of small wineries in the United States is proliferating rapidly, making competition
for retail shelf space even fiercer. Furthermore, as the Court noted, even if small
wineries could find distributors for their wine in States that prohibit direct shipping,
the distributor's mark-up would render such sales through the three-tier system

economically infeasible.
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As aresult, more and more small wineries are turning to direct sales - via the tasting
room, mailing list and over the Internet - as the principal means to sell their wine.
This is especially true given the recent technological advancements allowing for the
sale of wine over the Internet, without the need for any physical contact with the

customer at all.
The States' Powers Are Not Absolute

The States put forth three main arguments to justify discriminatory restrictions on
out-of-state wineries: preventing the dire ' sale of alcohol to minors, improving the
ability of states to collect sales tax, and that alcohol is simply different than other
articles of commerce. None of these arguments persuaded the Court.

With regard to preventing the direct sale of alcohol to minors, the Court found that
minors are less likely to consume wine as opposed to other forms of alcohol, and
that minors have easier and quicker means to obtain alcohol than direct purchase
through the mail. Moreover, less restrictive means are available to prevent the direct
sale of alcohol to minors through the mail; such as requiring an adult signature for
delivery and a label stating the requirement on the package itself.

W ith regard to the collection of sales tax, the Court found that if licensing and self-
reporting provide adequate tax collection safeguards for wine distributed through
the three-tier system, such mechanisms should work for direct shipments as well.
States could require a license as a condition of direct shipping, with a requirement
for licensees to submit sales reports and pay sales taxes. Notably, this is the
approach recommended by the National Conference of Legislatures in their Model

Direct Shipping Bill.

The third justification - that States’ should be able to discriminate with regard to
commerce in alcohol because alcohol is a unique article of commerce—is harder to
dismiss. Concerns about the evils of alcohol abuse are so strong in our nation's
history that a State's right to regulate the commerce of alcohol is enshrined in the
Constitution itself. Despite acknowledging the unique history of alcohol in the
United States, and that States have near absolute power to regulate the commerce of
alcohol, the Court refused to allow the States to do so in a discriminatory manner. If
a State desires to restrict the commerce of alcohol, it must do so in a way that does
not differentiate based on whether a business is located in state or not.

The 21st Amendment and its Limitations

As clear as the Court was in holding that States' may not discriminate against out-
of-state wineries with regard to the direct shipment of wine, the Court was equally
clear in upholding the validity of the three-tier system and the States’rights to
regulate or even ban the commerce of alcohol. The Court noted that the three-tier
system is “unquestionably legitimate” and that the 21st Amendment grants the States
virtually complete control over whether to permit importation or sale of liquor and
how to structure the liquor distribution system.

States' powers to regulate commerce in alcohol are limited only by other provisions
of the Constitution itself. In this case, the Court held the Commerce Clause—which
stands for the proposition that States cannot treat businesses differently based on
whether the business is located in or out of state—trumps the 21« Amendment
According to Justice Kennedy, "If a State chooses to allow direct shipments of wine,

it must do so on evenhanded terms.”
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Unintended Consequences: Are Reciprocal Laws Unconstitutional?

Although the ruling focuses on two States' laws that clearly discriminate against
out-of-state wineries, the decision likely renders unconstitutional the direct shipping
laws of other States whose laws are not commonly viewed as discriminatory. Good
examples are those States with so-called reciprocal laws—laws that allow direct
shipping only from States who in turn allow direct shipping into their State.

Ironically, California is a prime example of a State whose reciprocal direct shipping
laws are now arguably unconstitutional under Granholm v. Heald. In fact, the
Supreme Court in its ruling specifically mentioned California’s reciprocal laws as
illustrating the type of fragmented, alliance-driven patchwork of laws that has led to
discrimination against out-of-state wineries. As the Court stated: "The current
patchwork of laws—with some States banning direct shipments altogether, other
doing so only for out-of-state wines, and still others requiring recip.ocity—is
essentially the product of an ongoing, low-level trade war."

Anticipating a challenge, the California Family Winemakers and the Wine Institute,
among others, are already working on direct shipping amendments to replace the
existing reciprocal laws in California with laws allowing for direct shipping from al’

States, regardless of reciprocity.
More Questions Than Answers: W hat Now?

It is worth repeating that the Court's decision doe- not authorize direct shipping. In
fact, for those States that prohibit all direct shipping, the Piling has no direct affect
because such laws treat in-state and out-of-state wineries the same. For those States
whose laws do discriminate in one form or another, as stated by the Wine Institute,
these states will have to take some legislative or regulatory action to address the
discrimination issue and to build a framework for shipments to be nr.de.

The ruling does suggest that requiring a physical presence in-state as a condition to
direct ship is unconstitutional. This calls into question state laws that require in-state
retailers, who buy from wholesalers, to buy from wholesalers located in-f ate.
Costco is currently challenging such a law, among others, in the State of
Washington. Also called into question are laws that allow in-state wineries, but not
out-of-state wineries, to sell directly to restaurants and other retailers located in-
state. Such a law currently exists in California, and if repealed, would adversely
affect many California wineries that rely heavily on local retail direct sales.

Another broader question is in those States where the legislature requires all alcohol
sales to go through a licensed entity, can these States require that the licensee
maintain a physical in-state presence? From one perspective, the Court suggests it
strongly disfavors state statutes that require in-state business operations. On the
other hand, the three-tier system's middle tier is highly dependent on the in-state
business requirement, and the Court went out of its way to declare the three-tier

system as "unquestionably legitimate."

Although these positions seem at odds with each other, one way to reconcile then*
might be to reinterpret the Court's holding to be that States may not discriminate
against out-of-state wineries unless they have a good reasonfo r doing so. Thus far,
the States' arguments have not been persuasive. It remains to be seen whether the
lower courts will allow certain types of discrimination to survive if the States aie
able to provide strong enough justifications for doing so.
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For example, what if States focused regulations on production amounts rather than
the location of the winery? If States could assure wholesalers that the largest
wineries would have to use the three-tier system, the wholesalers' interests might be
satisfied. For smaller wineries, their low production could qualify them for an
exemption from the three-tier system and allow them to direct ship.

The Opportunity and the Danger: Legislative Free for All

For all the noise this case has generated, the only thing we know for sure is that
many States legislatures will be called on to rewrite their direct shipping laws. This
presents an opportunity for wineries to push for legislatures to open their laws to
direct shipping. However, it also presents a danger that the powerful wholesalers'
lobby will convince State legislatures to impose more onerous restrictions on direct
shipping than already exist, or to shut direct shipping down completely. Even in
states like California where the wineries are at their strength, direct shipping
proponents have an uphill battle to push through any legislation without the support
of the wholesalers' lobby.

As part of any new legislation, many believe the wholesalers' lobby will push hard
to include onerous paperwork, licensing and fee requirements in an attempt to make

it asinconver' ntand expensive as possible to direct ship. The more onerous the
paperwork, the license requirements and the fees, the less wineries stand to gain.
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. m S T Comments ofthe Staffofthe
C(]]Tmrw rTEr Federal Trade Commission
0 ffice o fP olicy Planning,

- - - - Bureau of Com petition, Bureau
Bills Remove a Significant Barrier to Greater E-Commerce C i n ot
Bureau ofEconomics, and
. N ortheastR egional O ffice
In response to requests from three New York state legislators, the stalls ol the Federal Trade
. X X X K ) . (M arch 2004) to the Chairman,
Commission's Oltice of Policy Planning, Northeast Regional Office, and Bureaus of Com petition,
. . . . . Assembly Agriculture
Consumer Protection, and Economics have provided comments regarding three bills that would
) . . . . Com mittee, Chairman, Senate
allow out-ol-state verdors to ship wine directly to New York consumsrs if the vendors comply with
Com mittee on Transportation

certain regulatory requirements. According to the staff comments, the hills would promote e-
and Deputy M ajority Leader,

commerce and give New York residents access to a greater variety of wines atlower prices, while
. . . . . New York Senate, Concerning

allowing the state to satisfy its other public policy goals.
New York Assembly bill 9560 -

A,and Senate bills 6060-A and

Todd Zywlcki, Directorofthe FTC's Office of Policy Planning, stressed thatthe bills would help 1192. (V040012)
consumers. 'Based on our empirical research, the bills could allow consumers to save significantly
on more expensive wines. The bills would also give consumers access to thousands of wines from

around the country,* he said. Asheesh Agarwal, Assistant Director of the Office of Policy Planning, + Textofthe Staff Comments

added that the bills would promote e-commerce. “By eliminating the requirement that out-of-state [PDF 67KB]
sellers maintain a physical presence in New York, the direct shipping bills would eliminate the single
largest regulatory barrier to expanded e-commerce In the wine industry,” he said.
9 9 y P Y anAdobe
< Ruder

The comments, available on the Commission’s Web site, were sentto William Magee, Chairman of
the Sta'e Assembly Agriculture Committee; John R. Kuhl, Jr., Chairman ofthe State Senate
Committee on Transportation; and Dean G. Skelos, Deputy Majority Leader of the State Senate.
The comments analyze three New York bills, Assembly bill 9560-A, Senate bills 6060-A and 1192.

The staff comments first summarize the FTC'’s experience studying the direct shipmentof wine to
consumers, including a comprehensive report issued lastJuly and congressional testimony
delivered last October. The comments then analyze the pending bills, describing the regulatory
requirements on shippers and common carriers. The comments conclude thatthe buls would allow
consumers to purchase a greater variety of wines atlower prices.

The comments then summarize the experiences of states that currently allow interstate direct
shipping of wine. The comments note thatthese states generally report few ifany problems with
direct shipments to minors, or with collecting taxes from those shipments. The comments also note
that the bills contain all of the safeguards recommended by both the National Academy of Sciences
and FTC staff, such as requiring an adult signature atthe pointofdelivery. Finally, the comments
discuss the implications of physical presence requirements for

e-commerce generally, stating that hf extended to other industries, physical presence requirements

could seriously imperil the growth of e-commerce.”

In concluding its comments, the FTC staff said, "Based on an extensive review of the evidence,
FTC staff believes that, if enacted, any of the bills would enhance consumer welfare and would

allow New York to meetits other public policy goals.*

The Commission vote authorizing staffto file the comments was 5-0. The comments representthe
views of the staff of the FTC's Office of Policy and Planning, Bureaus of Competition, Consumer
Protection, and Economics, and Northeast Regional Office, and not necessarily those ofthe

Commiss'on orany individual Commissioner.

Copies ofthe document mentioned in this release are available from the FTC's Web site at
http://www .ftc.qov and also from the FTC’'s Consumer Response Center, Room 130, 600
Pennsylvania Avenue, N.W ., Washington, D.C. 20580. Call toll-free: 1-877-FTC-HELP.

MEDIA CONTACT:

Mitchell J. Katz
Office of P ublic Affairs
202-326-2161
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Todd ZywickJ, Director
O ffice ofP olicy Planning

202-326-3683

Asheesh Agarwal, Assistant Director
O ffice ofPolicy Planning

202-326-3558
(FTC File No. V040012)

(http://www .ftc.gov/opa/2004/03/nywlIn0.htm)
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UNITEDSTATES OF AVERICA
FEDERAL TRADE COMMISSION

WASHINGTON, DC. 20580

Office of Policy Planning
Bureau o f Competition

Bureau of Consumer Protection
Bureau of Economics
Northeast Regional Office

March 29,2004

W illilam Magee

Chairman, Assembly Agriculture Committee
Legislative Office Bldg, Room 641

Albany, NY 12248

John R. Kuhl, Jr.

Chairman, Senate Committee on Transportation
Legislative Office Bldg, Room 310

Albany, NY 12247

Dean G. Skelos

Deputy M ajority Leader, Senate
503 State Capitol Bldg

Albany, NY 12247

Re: Assembly bill 9560-A, Senate bills 6060-A and 1192

Dear Chairmen Magee and Kuhl, and Deputy M ajority Leader Skelos:

The staffs o fthe Federal Trade Commission’s Office ofPolicy Planning, Bureau of
Competition, Bureau of Consumer Protection, Bureau o f Economics, and Northeast Regional
O ffice are pleased to respond to your requests for comments on New York Assembly bill 9560-
A, and Senate bills 6060-A and 1192. These bills would allow out-of-state vendors to ship wine
directly to New York consumers if the vendors comply with certain regulatory requirements,
such as labeling delivery packages and reporting sales to state authorities. In letters dated
February 10 and 25, 2004, you asked us to examine the bills, and specifically to discuss the
information regarding “the opponents’ arguments related to sales to minors and harm to the
three-tier system, as well as the proponents’ arguments regarding the positive impact for
consumers and state revenues.” 1 You also referenced pending litigation.2

1This letter expresses the views ofthe FTC's O ffice ofPolicy Planning, Bureau of Com petition, Bureau o f

Consumer Protection, Bureau ofEconomics, and Northeast Regional O ffice. The letterdoes notnecessarily

represent the views ofthe Commission oro fany individual Commissioner. The Commission has, however, voted to

authorize us to submitthese comments.

2see Swedenburg v. Kelly, 358 F.3d 223 (2d Cir. 2004) (upholding New York’'s direct shipping regulations).



