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November 9, 2018

Jahna Lindemuth, Attorney General
Alaska Department of Law

1031 West 4™ Avenue, Suite 200
Anchorage, AK 99501

Ref: Meeting with the Greater Juneau Chamber of Commerce with a
focus on the Consent Agreement with Alaska Marine Lines
executed on July 26, 2013

Dear Ms. Lindemuth;

By way of introduction and to provide a framework for our meeting,
scheduled for 2:00 p.m. on November 16" at the chamber conference
room, | am providing the following information and comments. While
our entire board is keenly interested in this meeting, we will be limiting
our group to about five people to facilitate a meaningful exchange of
information.

It is probably most important to establish why the chamber is asking for
this meeting. You are certainly aware of our interest in this issue going
back to a time before the execution of the consent agreement.
Representing most of businesses in Juneau, we are continually made
aware of the obstacles to operating a successful business in Juneau
(along with all of Alaska) that are repeatedly identified in economic
studies. Lack of qualified employees, cost of healthcare, and the cost of
freight. Competition with online shopping (both freight and sales tax
free) just add to the challenges.

The City & Borough of Juneau issued its most recent Economic
Development Plan on January 28, 2015. The plan was based upon the
research work of the McDowell Group and Sheinberg Associates.
Following the expected array of surveys and economic data, the plan laid
out seven initiatives, each with a series of goals, objectives and
milestones. Over the course of several weeks, the plan was introduced in
a variety of venues, followed by a lengthy work session between the CBJ
Assembly and a dozen or more organizations in Juneau that would drive,
monitor or influence the various initiatives. Each organization was
either already identified in the plan as a key player or was asked by the
mayor and assembly to serve in that role.



To the point of our meeting, the chamber was identified as the organization to oversee the
goals and actions referenced under “Enhance Essential Infrastructure”. (Appendix A).

After meeting with CBJ officials on this and related issues, the chamber board agreed to
move forward with a separate study on freight conducted by the McDowell Group. While
the primary concern from the CBJ’s perspective was barge service and related costs, we felt
it important to evaluate the other two primary shipping options, those being air freight and
the Alaska Marine Highway System. We engaged representatives of Alaska Marine Lines,
Samson Tug and Barge, Alaska Airlines and the Alaska Marine Highway System. They
were given a draft of the survey prior to it being sent out so they could comment and suggest
changes, of which there were none that were notable. At the same time, we met with both
chamber members and nonmembers who are heavy users of freight services to get their
feedback on issues and concerns.

In the end, the survey itself did not identify any issues that have not already been discussed
at one point or another, but the concerns remained over the business model of the barge
lines, which has changed in recent years, continual price increases, and the fuel surcharge.
(A copy of the McDowell freight survey has been attached)

The piece of the plan that we have yet to fulfill is the formation or creation of a process to
gather concerns and issues from businesses in Juneau and around southeast and bring those
issues to the table to discuss with AML or other carriers. It is very clear from the McDowell
Group’s work on the Juneau Economic Plan and then on our survey, that there is a
reluctance for any single business to file a complaint about pricing mechanisms, changing
fees or fuel surcharges etc. for fear of retribution in one form or another. There are very few
businesses, if any, that have the courage to step forward. From these concerns the “clearing
house” idea came forward. Quite frankly, even the chamber was reluctant to push too hard
given our membership relation with all the providers. But we agree that a process needs to
be in place to find solutions to fair pricing.

The following bullets are the topics that we would like to understand and discuss with you at
the meeting.

e What actions has the AG’s office taken to monitor / enforce the consent agreement?
e Have you had any complaints filed since the agreement was executed?

e The consent agreement expires next July but there still seems to be concerns that we still
don’t have competition in the market. Is there any consideration of extending the
agreement?

¢ Do you monitor the pricing decisions, such as the fuel surcharge that seems to keep
coming up as an issue?

e We’re told that the southeast market is not profitable and have seen some evidence that
another competitor would be unlikely to try to enter the market. Would the AG’s office
step in to ensure that barge service would continue at a fair price if a decision were made
to terminate service to communities of southeast?

e s there a way to get all rate sheets posted to a local newspaper? Consider subsidies?

e Would the AG’s office consider being part of the clearing house discussion so that
questions and concerns presented by the chamber would be a three-way conversation
between your office, the service provider and the chamber?



We have also heard from the barge services about their costs relative to capital investment in
tugs/barges, cost of maintenance, and cost of compliance with environmental standards at
their terminals; all costs that must be recovered through operations. We know, appreciate and
respect the long-standing commitment to the southeast market by Alaska Marine Lines. But
looking farther down the road, things could change, and we want to find the best way to
protect, promote and serve the business community of Juneau.

There may be no solutions to the ever-increasing costs for freight, but we want to have a
dialogue with you, so we understand your role in helping solve this problem. There is clearly
a need for transparency that establishes and maintains trust that our shippers are providing
reasonable and responsible service to Southeast and it seems that your office is in the best
position to establish and maintain this transparency either through viable competition or
expanded regulatory oversight.

| thank you for making time look forward to our meeting on the 16,

o224

Executive Director
The Greater Juneau Chamber of Commerce

cc: Ed Sniffen, Deputy Attorney General

attachments:  Experts from the Juneau Economic Plan
McDowell Group Freight Survey
Freight Survey Executive Summary/
Consent Agreement



APPENDIX A
Goal related to marine freight — under initiative “Enhance Essential Infrastructure” (page 5)

Goal: Support transportation infrastructure-related policies and developments that will provide access
to developable land and control or lower the cost of freight shipment into and out of Juneau.
Objective 3. Engage in planning, policy-making, and monitoring activities necessary to ensure that
marine freight service to and from Juneau is high-quality and the most affordable possible.
Assign a central authority to: —
e Provide a single, consistent place for
Juneau (and northern Southeast Alaska)
where freight pricing data and concerns
can be reported (confidentially if needed).
e Promote better communication and
problem-solving to benefit both Juneau
and shippers by meeting with AML and
Samson Tug & Barge on a semi-annual
basis to discuss issues of concern, such as
rate trends and opportunities, volumes
transshipped, facility needs, and outreach
and marketing.
e Support opportunities to reduce fuel
surcharges coincident with declining fuel

prices.
. Coordinate shipper-business education,
Action : . o hamb
3-A and business-to-business logistics __ Juneau Chamber of Commerce

communications/coordination.

o It will be less expensive to
ship 2 pallets once a week,
rather than 1 pallet twice a
week.

o Are there any cost-saving
opportunities to use back-
haul rates by coordinating
export transshipment
(seafood and alcohol) with
imports (lumber, groceries,
other).

o Explore if centralized
logistics communication
could promote cost savings,
such as builders sharing
container loads. _

Freight Shipping Affordability (page 46 JEP)

It is incumbent upon the community to carefully monitor and engage with the forces affecting the cost of shipping
freight into and out of Juneau. Virtually all of the goods and materials consumed or otherwise sold in Juneau must
arrive on a barge or airplane (along with a relatively small volume of freight moved by the AMHS). Similarly all of the
goods produced in Juneau and sold to outside markets (notably seafood products and beer) must be moved on the
water or in the air. Clearly, the cost of these transportation services directly affects the competitiveness of Juneau
businesses and the cost of living for Juneau households.

Several current issues are relevant to the discussion of Juneau’s air and marine freight shipping affordability, and to
transportation costs in general. These include the competitive environment for airline and barge services to and from
Juneau, the Juneau International Airport (JIA) Master Plan update, and Juneau Access, an effort to improve surface
transportation to and from Juneau.




