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CRUISESHIP
"~ ASSOCIATION

March 21,2007

Mr. Rod Swope

City Manager

City and Borough of Juneau
155 Seward Street

Juneau, AK 99801

Dear Rod,

- Subject:  FY07 Cruise Passenger Fee Proceeds

Thank you for providing a copy of your memo dated March 7, 2007 on the proposed
allocation of the proceeds for the coming year. As always we apprec1ate havmg the
oppmtumty to review and comment on the proposal.’

T am pleased to offer the foﬂowing comments‘.

1. First, we would note the importance of vigilance in reference to federal laws (as -
summarized in 33 USC sec. 5.b) and the need to be mindful that projects funded
from of proceeds from passenger fees must clearly provide services or facilities to
those that pay the fee. While some of listed proj jects do meet the criterion, others
(for example; the proposed study of a downtown circular bus, reconstruction of
the floats in Aurora harbor, aircraft re-engining) do not appear to meet the test.

2. In a similar vein, the allocation of 20% ($1 102,000) for city overhead is based on
a flawed analysis of cost allocation. It is incorrect to 1mp1y, in the paragraph
under “General Suppmt that the North West Cruiseship Association conducted -
an audit and incorrect to imply that the NWCA concluded that the formula
“provided a fair and accurate assessment of costs.” It would be correct to state
that CB Juneau conducted a: study in 2003 and NWCA commented on it. A copy
of our comments submltted in February 2004 is attached

3. With respect to the applic‘:ations for funding for aircraft re-engining we believe
© thatitis very impoitant for CB Juneau to develop more rigorous criteria for
assessment taking mto account the amount of noise abatement for the’ funds spent,
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and specifically linked to cruise operations. This should be completed in order to
provide better transparency in the process before any further funding is provided.
On first glance, it does not appear to us that the $500,000 proposal included in the
list would meet the test. ‘

. The memo proposes $500,000 towards rehabilitation of “A” Float in Aurora

Harbor. While we understand the attractiveness of leveraging government grants
in partnering on projects, the link to cruise operations appears to be a stretch.
Furthermore, this is not a project requested by the cruise lines nor AMAK
Towing. '

. We are concerned about the proposed study of a circular bus route. There are

already such services in place. We believe that a study is neither necessary nor
appropriate.

. Finally, $125,000 is proposed towards evaluation of proposals for the downtown
cruise ship berth enhancement. This is a worthwhile effort and we fully support it.

What 1s not clear is what exactly this would cover in the broader context of the
full evaluation/concept design/pre-engineering. We recognize that this phase of a
major project is expensive, and $125,000 may cover only a small portion of this
phase, and would not object to increasing the amount allocated for this.

Again, thank you for the opportunity to comment. We look forward to continuing
discussion with you on this matter.

Sincerely,

CcC

President, NWCA

Mayor Botelho
Members of the Assembly .
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NORTH WEST .
.CRUISESHIP
* ASSOCIATION

February 26%; 2004

Ty

Mr Rod. Swope

City Mahager. = - T e
City and Borough-of Juneau ST
155. Seward Street . : :
Juneau Alaska 99801

Dear Rod

Thank you for provrdmg a copy of the “Full Cost Allocatlon Plan” w1th regard to the
’ Marme Passenger Fee. Allocatlonll Lo o

\Ne have reviewed the document and whlle thls report contalns a large amount of detall :
that.cotld be dissected arid discussed, we &re wish to offer the. followrng prelrmmary
general comments regardlng the allocatlons : o
1. The F rst is that whlle the Plan atte*npts to allocate costs to the cru;se operatlons,

therei is no effort to factor in the révenues to the Clty and Borough resultlng from .

" the crdise mdustry (. e. sales taxes from crurse passenger spendlng, property taxes’ -

frofn the busrness that cater to cruise ShlpS passengers and crew sales taxes on
- dockage water, tonnage and l[ghtenng fees) ‘

'S

2. Secondly we submlt that the costs of some, serv1ces (e gd. pollcmg, street cleanlng) in

~ the downtown core are already belng paid for through the tax revenues noted oo
Aabove Thus applymg the crurse shlp head tax revenue is'in fact double payment for .
the requlred service.

3. Thlrdly vie believe the cost allocatlon for some services (e g . the l\brary) is ﬂawed
* because it does not establish a direct relatlonshlp between the cruise guest vrsnt;ng N
the libraty and the marglnal costs they incur. In the case of the Ilbran/, the '
methodology appears to beto estimate the numiber of cruise guests VISItmg asa.
percentage of the total and then allocate the resultlng estimated percentage to the
~ total cost. A more correct methodology would be to estimate the ‘cost of the

_services provided, and then éstimate the marginal cost incurred because of the

usage by cruise passengers " In the case of the llbrary, the proper question, phrased
differently, would be: “how much would CBJ save if cruise guests were not permttted

: : NWCA Meml:er Lines: - - Exhibit EJ
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in the library?” In fact we belfeve that it would be a good discipline to apply this
type of question to a[l categories of spending. :

} ‘These preﬁminary comments‘, of Acours‘e, address. only the methodolog\j and some of .
-~the policy asstmptions underlying the proposed cost allocation plan as it relates to the

expengli’éure of passenger fee proceeds o "general support:" As you are aware, there
are also legal issues that will need to be discussed in light of the recent federal

EegiSlation~conCerning state and local taxation of vessels'and vessel passengers -- issues

that relate to the use of passenger fee proceeds both for "'genera! support” as-well as a
number of other proposed FYO5 uses that are listed in your November 7, 2003
memorandum to the Passenger Fee Proceeds Committee.

1In summary, we appreciate having the opportunity to review the allocation plan. This |

has helped us understand the methodoldgy and provide feedback. We look forward to
discussing this with you further, : B C o

Sincerely,

/‘.J‘ n Hansen

" e | President
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