HOUSE FI NANCE COW TTEE
Cct ober 25, 2001
1:19 PM
Anchorage LI O

TAPE HFC 01 — 119, Side A
TAPE HFC 01 - 119, Side B
TAPE HFC 01 — 120, Side A

CALL TO ORDER

Co-Chair WIllians <called the House Finance Committee
neeting to order at 1:19 PM

VEMBERS PRESENT

Representative Bill WIIlianms, Co-Chair
Representati ve El don Mul der, Co-Chair
Representati ve Con Bunde, Vice-Chair
Represent ati ve John Davi es
Representative Carl Mses
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson
Representati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Eric Croft

ALSO PRESENT

Senat or Kim Elton; Represent ati ve Li sa Mur kowsKki ;
Representative Gary Stevens; Representative Andrew Hal cro.

PRESENT VI A TELECONFERENCE

Anchor age: James, A Crary; M ke Savage, Brown Jug; Don
G asse, Alaska Wne and Spirits Wholesale
Associ ati on; Kar en Rogi na, Al aska
Hospitality Al li ance; Kacch McDowel |,

Executive Director, Al aska Cabaret Hotel and
Restaurant Retail Association (CHARR); El ner
Li ndstrom Special Assistant, Departnent of
Health and Social Services; Laura Sarcone,
Al aska Nurses Association; Larry Persily,
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Deputy Commi ssioner, Departnent of Revenue;
bed Nel son, President, Council on Al cohol
Abuse and Public Safety; Lee Chi pnan,
Cener al Manager , Hi | ton; Jef f Jesse,
Executive Director, Al aska Mental Heal t h
Trust Authority; Tim Schrage; Bob Bailey;
Susan, Fischetti, Al askans for Tax Reform

Fai r banks: M. Jeff Carter, K& Distributors; M. Larry
Hackenm || er, C ub Manchu.

Hormer : Sandy Barker, Salty Dog Sal oon; Melvyn
Strydom Finance Manager, Patel Enterprises
| ncor por at ed.

Juneau: Judy McDonal d, Bar Owner; Butch Tangney,
Techni ques of Al cohol Managenent; C ndy
Cashen, Mot hers Agai nst Drunk Driving.

Ket chi kan: John Ni xon, Social Cub Manager, Eagles FOE
#162; Bill Wiite, Pastor, Ketchikan; Stan
Bernt son, O ergy, Ketchi kan; ©Mrge Hobart,
Sour dough Bar; Wes Loe, Newt own Liquor;
Lynda Adans, Al askans for Drug Free Youths.

Kodi ak: Bobbi e Hut cherson.

Ni ki ski : Chrystal Schoenrock Chrystal Schoenrock, 4-
Lands Bar.

SUMVARY

HB 225 "An  Act relating to nunicipal taxation of

al coholic beverages and increasing the alcoholic
beverage tax rates.”

HB 225 was heard and HELD in Commttee for
further consideration.

#hb225

HOUSE BI LL NO. 225

"An Act relating to municipal taxation of alcoholic
beverages and increasing the alcoholic beverage tax
rates.”

REPRESENTATI VE LI SA MJRKOABKI expressed her appreciation to
the Chair for hearing the |egislation.
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Vi ce-Chair Bunde expressed concern regar di ng t he
expenditure of the tax. He questioned if there was a way to
direct the noney generated from an alcohol tax to alcoho
abuse prevention and treatnent.

Representative Mirkowski observed that revenue cannot be
dedi cated short of a constitutional anmendnent. She noted
that the decision to direct the funds toward treatnent and
prevention could be nmade through intent |anguage and the
appropriation process. She acknow edged the inportance of
prevention and treatnent.

Vi ce- Chair Bunde suggested that if the purpose is to raise
noney it should be presented honestly. He had hoped that
there would be a way to tie the revenues to treatnment if
that is the intent.

Representative John Davies maintained that a fund could be
created to support the prograns nentioned by Vice-Chair
Bunde. He stressed that it is a statutory designation of
funds not a constitutional dedication. He observed that
| egi sl atures seldom violate statutory dedications, even if
they can be appropriated for any purpose under the
Constitution. He recommended the creation of a sub fund in
the general fund for treatnment progranms and the dedication
of revenues from any simlar |egislation. He acknow edged
that there would be no guarantees that funding from such a
fund would be wused as indicated, but enphasized that a
noral fence would be built.

LEE CH PMAN, GENERAL MANAGER, HILTON GENERAL MANAGER
ANCHORACGE testified in support of the legislation. He read
froma letter signed by representatives of major Anchorage
hot el s: Captain Cook, Hi | ton, M Il enni um Downt own
Marriott, and Sheraton.

As Ceneral Managers of major Hotels in Anchorage, we
would like to go on record opposing any increase in
t he al cohol tax.

The world is different since Septenber 1l1th and the
hospitality world is different in a najor negative way
since Septenber 11th. Airline travel is down, Hotel
booki ngs are down, several conventions scheduled for
Anchorage in Septenber were cancelled, npbst notably
the Council of State Governnents which all of you
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woul d have attended, tourism bookings for next season
are down considerably, people are eating out less in
restaurants. W could go on and on wth specific
exanples, but the point is it is hard to find a
positive indicator in the hospitality industry at this
point in tine.

The last thing the hospitality industry needs at this
point in time is a tax that wll not add any value to
the industry! It wll be one nore negative factor
piled onto a slew of other negative factors that we do
not need at this tine.

As public policy makers we need your positive help to
rebuild the hospitality industry in Alaska. W don’'t
need and we strongly oppose the addition of one nore
negative factor for our industry at this time. Thank
you for your consideration.

LARRY PERSILY, DEPUTY COW SSI ONER, DEPARTMENT OF REVENUE
expl ained how the tax is collected. Taxes are collected at
the wholesale level. Goods are taxed when the are sold or
| eave the warehouse. |If the warehouse is non-bonded goods
are taxed when they are inported or sold into Alaska. The
tax rate is $5.60 dollars for a gallon of hard Iiquor,
which would equate to .044 cents a drink per once. The
nati onal average for hard liquor in state taxes is $3.30
dollars per gallon. The federal tax is $13.50 dollars a
gallon. The state tax on wine is approximately .85 cents a
gallon. A six once glass of wine would be taxed at .04
cents. The national average in state taxes for wne is .60
cents a gallon. The federal tax on wine is $1.07. The state
tax on beer is .35 cents a gallon or .035 cents per can or
bottle. The national average is .19 cents a gallon. Federal
tax is .58 cents a gallon. The state portion of the tax
woul d be between .035 and .045 cents a drink. Al aska first
inposed a beer and wine tax in 1933; hard liquor tax was
i nposed in 1937. The last increase was in 1983; before that
the tax on beer had not been increased since 1957. Wne and
hard |iquor had been unchanged since 1961.

M. Persily noted that the high tourism states of Hawaili
and Florida have anong the highest alcohol rates in the
nation. There are not many taxpayers in Alaska at the
whol esal e rate. There have been an average of |ess than 30
tax returns per nonth. Alcohol tax «collections have
fluctuated between $12 and $12.3 million dollars in Al aska.
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M. Persily observed that there is one halftinme position
for enforcenent and collection of alcohol taxes. No returns
were audited in the last year and enforcenent is mninmal.
If the alcohol tax were increased they would expect sone
stockpiling, which would drop revenues imediately after
the passage. The increase could result in greater revenues
of $30 - $34 mllion dollars if consunption is not reduced.
The Departnment of Revenue is asking for one full-tinme
enforcenment position if the alcohol tax is increased. He
suggested that the legislation should |ook at increasing
mail orders of alcohol for personal use, which are not
subject to tax in Alaska. He recommended changing the |aw
so that the tax is payable on any alcoholic beverage
brought into the state. Such a change would require an
addi ti onal enf or cenent posi tion, which would likely
generate nore than its cost in additional revenue.

Representative Harris asked if the problens associated with
al cohol would be addressed through a tax. M. Persily
stressed that the Departnent of Revenue cannot address the
soci al inpact but would be happy to collect the tax.

Vi ce-Chair Bunde observed that conbined state and federal
tax on al cohol is approximately .15 cents a drink.

M. Persily did not know of any other states with a simlar
percentage increase that could be used as a nodel.

JOHN NI XON, SOCI AL CLUB MANAGER, EAGLES FOE #162, KETCHI KAN
testified via teleconference. He is the president of a
social club. The club is supported through its nenbership.
He noted that the club contributions to charities. He
observed that their organization contributes nore than
$20, 000 dollars a year to local charities.

JUDY MCDONALD, BAR OMNNER, JUNEAU testified Vi a
tel econference in opposition to the |legislation. She
maintained that the tax would be devastating to her
busi ness. She stated that she would have to lay off
enpl oyees. She stressed the inpact of the 9/11/01 tragedy
on her business. She acknowl edged the need to balance a
budget but nmintained that all sources of revenue need to
be revi ened.

Vi ce-Chair Bunde questioned if a 5 percent statew de sales
tax in place of an alcohol tax would inpact her business.
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Ms. McDonal d responded that a statew de sales tax would not
have as great an inpact as the proposed increase in the
al cohol tax.

SANDY BARKER, SALTY DOG SALOON, HOVER testified via
tel econference in opposition to the |I|egislation. She
acknowl edged the need to increase revenues but felt that
the hospitality industry is being unfairly singled out. She
expressed concern that the hospitality industry wll suffer
even nore as a result of the econom c downturn, which would
be worsened by HB 225.

CHRYSTAL SCHOENROCK, 4-LANDS BAR, KIKISKI testified via
tel econference against HB 225. She did not think that the
increase in taxes would help anything and woul d adversely
affect her business. She nmaintained that there would be a
300 percent increase in taxes, which would be too great.

BOBBI E ~ HUTCHI NSON, BARTENDER, KODI AK testified via
tel econference against the legislation. She maintained that
the tax would cause her to work |onger hours for the sane
anount of noney. She agreed that a 300 percent increase is
too much. She felt that education, not taxation, is the
answer to the state’s problens.

JEFF CARTER, K & L DI STRIBUTORS, FAIRBANKS testified via
tel econference against the legislation. He questioned why
the state needs a tax that is 6 tinmes the national average
in order to educate people on al cohol awareness.

JAMES A. CRARY, ANCHORAGE testified in support of the
| egislation. He noted that he is a former nunicipa
prosecutor. He noted that 80 percent of his cases as a
prosecutor were related to alcohol abuse. He pointed out
that the occurrence in New York on Septenber 11, 2001 had
nothing to do with the issue of alcohol tax. He naintained
that an increase in tax would decrease consunption. He
observed the uniqueness of Hawaii and Alaska in ternms of
their isolation fromother states. He observed that the tax
would be a .10-cent a drink increase. He expressed support
for an increase of .15 cents a drink. He questioned if a
noderate drinker would decrease consunption due to a .20-
cent increase. He nmintained that heavy drinkers would be
t he nost affected.

Representative Hudson asked where the additional revenues
rai sed by the tax would be best spent in order to elimnate
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the problens of society. M. Crary spoke in support of
additional |aw enforcenent on the streets and in the rura
ar eas.

Representative Harris pointed out that the state of Al aska
has nore people incarcerated per capita than any other
state in the nation. He questioned how the popul ace can be
educated. He observed that there are drug problens in rural
Al aska where alcohol is not available. M. Crary reiterated
that the additional revenue could go toward | aw enforcenent
and education. He stressed that 80 percent of those in jail
are there for alcohol related crinme. Alcohol is the worst
abused drug in the state.

BILL WHI TE, PASTER, KETCH KAN testified via teleconference
in support of the legislation. He noted that the clergy
supports a substantial increase in the al cohol tax rate.

Vi ce-Chair Bunde questioned if the support was directed
toward prohibition and treatnent or toward raising funds.
M. Wiite expressed support for both ainms. The cost of
al cohol abuse to the state of Al aska exceeds the current
revenues [raised from al cohol taxes]. The clergy works with
t hose whose |ives have been broken by al cohol .

STAN BERNTSON, CLERGY, KETCHI KAN stated that they are aware
of the affect on consunption.

Vice-Chair Bunde maintained that there would be Iless
funding available for treatnent if consunption were
reduced.

Cl NDY  CASHEN, MOTHERS AGAINST DRUNK DRI VI NG JUNEAU
testified via teleconference in support of the |egislation.
She spoke in support of a tax of at least .10 cents a
drink.

M KE SAVAGE, EMPLOYEE,  BROMW JUG ANCHOARGE testified
against the legislation. He felt that the al cohol industry
was being singled out.

MARGE HOBART, SOURDOUGH BAR, KETCHI KAN testified via
tel econference against the legislation. She felt that a tax
of 300 percent would hurt her livelihood.

BUTCH TANGNEY, TECHNI QUES OF ALCOHOL MANAGEMENT, JUNEAU
testified via teleconference against the legislation. He
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noted that Al aska al ready spends nore per capita on al coho
treatment than any other state.

TAPE HFC 01 - 119, Side B

M. Tangney added that nobst of the people against the
| egi slation are small business owners. He felt that the tax
could cause closure or layoffs in many businesses. Since
Septenber 11, 2001 there have been other blows to the
hospitality industry.

MELVYN STRYDOM FI NANCE MANAGER, PATEL ENTERPRI SES
| NCORPORATED, HOVER testified via teleconference in
opposition to the legislation. He maintained that taxing
only the al cohol industry would place an undue burden on an
industry that already pays a substantial tax. He suggested
a state sales tax be introduced as a vehicle to raise
addi tional revenue. Each state resident could receive a
sales tax rebate on the first $10,000 thousand dollars
spent each year.

LARRY HACKLENM LLER, CLUB MANCHU, FAIRBANKS, testified via
tel econference against the |egislation. He maintained that
federal grants would be reduced to rural areas due to [the
cost of] the War Against Terrorism He anticipated that
treatnment funding would be reduced. He pointed out that the
majority of the revenues are assessed in urban areas but
spent on problens in rural areas. He questioned if equal
protection laws would apply. He maintained that the tax
woul d not solve the state's fiscal problens.

LAURA SARCONE, ALASKA NURSES ASSCCI ATI ON, ANCHORAGE, spoke
in support of the legislation. She noted that health care
workers see daily the problenms resulting from alcoho
abuse. She spoke in support of the dedication of funds for
treatment and educati on.

LYNDA ADAMS, ALASKANS FOR DRUG FREE YOUTH, KETCH KAN
TESTIFIED VIA TELECONFERENCE, spoke in support of the
| egislation. She recounted her experience in alcohol
rel ated prograns. She expressed support for at least a .10
cent per glass tax on al cohol.

Vi ce-Chair Bunde questioned if addicts are price sensitive
and if the price of alcohol would affect consunption. M.
Adans stressed that prevention, intervention and treatnent
wor k together and is the focus of the |egislation.
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JEFF JESSE, EXECUTI VE DI RECTOR, ALASKA MENTAL HEALTH TRUST
AUTHORI TY testified in support of the legislation. He
acknowl edged the concern regarding jobs. He pointed out
that there are other ways of creating jobs and stressed the
cost of alcohol abuse. He noted that treatnent jobs are
currently being reduced. He addressed the issue of spending
revenues on treatnent and prevention prograns. He suggested
that a group of stakeholders could recommend a package to
be presented to the legislature by the Al aska Mental Health
Trust Authority for treatnent and prevention services. The
| egi slature could be required to wite a report indicating
why they are not willing to spend the noney on treatnent
and prevention services if the recomendations are not
funded. He disagreed wth statenents that the tax would be
300 percent higher than the highest tax. He noted that
Hawaii's tax on beer is 300 percent higher than Al aska's.

M. Jesse stated that he is also involved in the state PTA
He thought that the state PTA would conme out in support of
the al cohol tax at their next neeting.

Vi ce-Chair Bunde asked how if nental health clients are
price sensitive. He stated that he is having a hard tine
assessing the prohibition affect of the |egislation.

M. Jesse acknow edged the power of alcohol addition, but
enphasi zed that even forced treatnment works. He observed
that any increase in the <cost of alcohol wll be
universally applied. A fifth of WId Turkey will go up the
same anount as a fifth of Jack Daniels. He maintained that
cheap al cohol consuned by juveniles wanting to get drunk
woul d increnmentally go up nore than nore expensive |iquors
[as a percentage of cost].

Representative Andrew Hal cro questioned if support for the
tax increase by the PTAis tied to the desire that noney go
to treatnent. M. Jesse agreed. He clarified that the state
PTA has not taken a position on the issue. The Anchorage
PTA and other [ ocal PTA's have taken positions [in
support]. The Anchorage Council's resolution states that a
significant portion should go to treatnent and education
progr ans.

Representative Hudson questioned what percentage of the

mental health client base is a result of abusive use of
al cohol or the use of alcohol by their parents. M. Jesse
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stated that the conbined rate would be very substantial.
Chronic use would be about 25 percent of the beneficiary
base. He observed that 90 percent of the persons wth
mental illness admtted to Alaska Psychiatric Institute
have a serious alcohol problem He enphasized that alcoho
abuse anong the el derly has been overl ooked.

Representative Harris spoke in support of increasing the
support to treatnment prograns w thout putting an undue
burden on the al cohol industry. He noted that 80 percent of
the users who are not problem drinkers pay for the 20
percent of those that have problens related to al cohol.

M. Jesse spoke in support of allowing the Al aska Mental
Health Trustees to design a package of services that would
augnent the health and social services budget in areas that
already exist. It's difficult to provide treatnent to all
of those that suffer from alcohol related problens. He
enphasi zed the extent of the problem If funding is taken
from other areas of the nental health budget to fund these
prograns other areas wll suffer. He naintained that all
Al askans should share the burden of <caring for alcohol
related problens. He pointed out that the cost of treatnent
is greater than the anmount raised through the al cohol tax.
He noted that a program in Fairbanks designed to take
chronic alcoholics off the street folded because the
comunity withdrew its local match. He stated that he did
not understand the argument that the tax would devastate
the alcohol industry but not mnmake any difference to
consunption. He argued that there would not be a net |oss
in jobs because instead of paying people to serve al cohol
the state woul d be paying people to help stop al cohol abuse
t hrough treatnent.

Co- Chair Mulder questioned how nuch is spent on alcohol
treatment prograns. M. Jesse thought that basic alcohol
grants were approximately $20 nmillion dollars in general
funds. There is another approxinmately $4 mllion dollars in
mental health trust funds. Co-Chair Mil der pointed out that
there are al so substantial federal funds. He estimated that
$40 to $50 mllion dollars in funds are being spent on
al cohol related problens and questioned how this conpares
to other states.

M. Jesse did not know how the state's spending on al coho

treatnent related to that of other states, but enphasized
that Al aska has the highest ratio of alcohol problens per
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capita. Co-Chair Milder suggested that sonmething is not
wor ki ng and questioned why "is nore noney going to nmake it
better”. M. Jesse responded that it is inpossible to take
any problem to zero. He enphasized that the issue is "what
nmeasure of adequacy do we want to set as a state for where
we want to be and are we satisfied today that the |evel of
t he consequences of alcohol abuse [is] where we want it to
be. If we are satisfied with the nmeasure of pain that cones
wi th al cohol today, then putting nore noney toward it isn't
a very good investnent. If you think we are paying too nuch
in that respect [then] we do have prograns that can drive
those nunbers down." He enphasized the need for better
dat a.

Co-Chair Milder stated that he wanted to cure the problem
but questioned if it was the time to look into other
alternatives before meking nore investnents. M. Jesse
agreed that a real initiative is needed to assess what is
trying to be acconplished in concrete nunbers, how prograns
woul d be evaluated and to develop a database to track the
prograns. He nmmintained that the request for proposal
process should include the neasured outconme before being
f unded.

Co-Chair Milder stated that he was concerned with the
enotional aspect of the issue versus a well thought out
process such as: "Here is a well thought out defined policy
that will be effective; that will produce the results we
want; this is what it is going to cost; this is what we
need to raise; [and] this is what we are going to do". He
stated that he is concerned that there not be a knee jerk
reaction.

M. Jesse acknow edged Co-Chair Milder's concerns and
enphasi zed that intelligent public policy has been designed
through working with the legislature and stressed the need
to continue to develop intelligent public policy and not
just respond to people that want to throw noney on the
probl em

Representative Harris stated that [as the Chair of the
House Finance Subconmittee for the Departnment of Health and
Social Services] he is trying to defined and neasure if
prograns are working, identify which prograns are failures
and why they are failures: are prograns failing because
they do not have sufficient funding or for a variety of
ot her reasons? [The House Finance Subcommttee for the

House Fi nance Committee 11 10/ 25/ 01 1:19 PM



Department of Health and Social Services'] focus will be to
try to help those prograns that are working and that are
making a definable difference. Prograns that are not
working for reasons other than funding may not receive as
much nmoney. The intent is to use mssions and neasures to
target and enphasi ze prograns that truly work.

M. Jesse identified one problem with the mission and
nmeasures approach. He stated that this approach tends to be
"big picture” on the departnent |level, such as to reduce
bi nge drinking or DW's. He enphasized that the focus needs
to penetrate down to the grant manager/grantee |evel
because that is where individual prograns are held
accountable. He pointed out that if half the prograns were
reducing binge drinking by 50 percent and the other half
contributed to the problemthat there would be no reduction
in the overall nunbers for binge drinking. He stressed that
grantees nust step up to the plate and not avoid
responsi bility and accountability.

Vi ce-Chair Bunde pointed out that 100 percent of Al askans
do not pay for these problens. He expressed concern that
taxes are being fragnented. M. Jesse responded that all
Al askans pay for the consequence of al cohol abuse.

WES LOE, NEWIOMWN LI QUOR, PRESI DENT, KETCH KAN CABARET HOTEL
AND RESTAURANT RETAIL ASSOCI ATION (CHARR), KETCHI KAN
testified via teleconference against the legislation. He
mai ntained that the tax would devastate the hospitality
i ndustry in Ketchikan. He pointed out that a $10 bottle of
whi skey woul d be $21.49 dollars. He suggested that he would
have to reduce his staff by 2.5 positions. The hospitality
industry is the second largest industry in Ketchikan. He
argued that an increase in cost wuld not reduce
consunpti on.

Vice-Chair Bunde referred to statenments that the increase
on cheap liquor would be greater than the increase on nore
expensive al cohol. M. Loe did not think that the |ower end
woul d be affected.

TAPE CHANGE, HFC 01 - 120, Side A

Representati ve Hudson questioned if there are prograns that
work to reduce heavy consunption. M. Loe thought that the
Wel | ness Court was having a good effect. He enphasi zed that
di fferent progr ans wor k for di fferent peopl e. He
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acknowl edge the benefit of treatnent but stressed that if
soneone has a serious problem that it doesn't matter how
expensive is the al cohol.

ELMER LINDSTROM SPECI AL ASSI STANT, DEPARTMENT OF HEALTH
AND SOCI AL SERVI CES provi ded i nformation on t he
| egi slation. He pointed out that there is an enornous cost
to the state of Alaska from the use and abuse of alcohol.

Significant portions of those costs are born by the
Departnent of Health and Social Services. Wlfare reform
was initiated in 1997 in Alaska. Since that tinme welfare
rolls have decreased dramatically. Those that remained on
assistance are beginning to reach their 60-nonth lifetine
benefit limt. He questioned what is keeping these famlies
from going to work and becom ng self-sufficient. One of the
nost comon reasons is al cohol abuse. Several years ago the
| egi slature passed reform of the child welfare system

Al cohol abuse in the famly is frequently sighted in child
negl ect and abuse cases and is an inpedinent in successfu

resolution of many cases under the new |aw Many persons

with nental illness also have a recurring al cohol problem
Al cohol is also a factor in many juvenile related crime and
del i nquency cases. Al of these issues fall under the

purview of the Division of Al cohol and Drug Abuse and the
agency charged with providing alcohol treatnment for |ow
i ncome persons. The Division of Alcohol and Drug Abuse is
unable to nmet the demand for services. Wiiting lists for
al cohol treatnent exists in nmany areas of the state.
Persons referred for treatnent by the Division of Famly
and Youth Services, Division of Public Assistance,
Community Mental Health Prograns, Corrections and the
Courts may have to wait nonths before they receive
treatnment, if they receive it at all. In many areas of the
state there are no treatnent prograns. The inability to get
treatnment at the time when clients are nost anenable to

treatment nmake them less likely to be successful in
achieving sobriety. The ultimate result wll be nore cost
to other systens, whether it s the revocation of

probation, failure to identify a famly in the child
protection system or the commtting of a new alcoho
rel at ed of fense.

M. Lindstrom stated that the departnent feels that the

increase of the alcohol tax is one concrete thing that can
be done to defray costs to the state.
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M. Lindstrom pointed out that the 20 percent of those that
have chronic alcohol related problenms conme from the 80
percent that are occasional drinkers. He doubted that many
people chose to becone alcoholics. The nature of the
disease is that it is a gradual progressive and chronic
condition. Many of those that do not see thenselves as
al coholic may be in the future.

Vi ce-Chair Bunde questioned how nuch the state of Al aska
should invest to address the problem M. Lindstrom
responded that further data would be provided in January.
He noted that the departnent is |ooking at those that are
on the various waiting lists to identify how they can be
reduced. He observed that in the past budget cycle the
departnment requested an additional $4 mnmllion dollars,
which it felt would nake a good faith effort to address the
i ssue.

Representative Harris clarified that the Departnment of
Health and Social Services receives approximtely $40
mllion dollars for alcohol related prograns for a variety
of services.

Representati ve Davi es not ed t hat t here has been
privatization in the Governor's budget.

DON GRASSE, ALASKA WNE AND SPIRITS WHOLESALE ASSOCI ATl ON
ANCHORAGE testified against the | egislation.

KACCH MCDOWELL, EXECUTIVE DI RECTOR, ALASKA CABARET HOTEL
AND RESTAURANT RETAIL ASSCCI ATI ON, ANCHORACE testified
agai nst the |egislation. She noted that there are
approxi mately 26,000 persons in the Associ ation.

KAREN ROG NA, ALASKA  HOSPI TALITY  ALLI ANCE, ANCHORAGE
testified against the Ilegislation. She noted that the
Al liance includes the Alaska Hotel and Mtel Association
and the Al aska Hotel and Beverage Associ ation.

M. Gosse Read the Hospitality Industry's position against
HB 225:

Al aska has a serious and growing fiscal problem The
Department of Revenue projects that by fiscal vyear
2005, the state’'s budget gap wll be nore than $1
billion and the Constitutional Budget Reserve Fund
will be depleted. W in the hospitality industry
appreciate the need to develop a fiscal plan to solve
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this growng threat. Alaska's hospitality industry
also believes it can play a part in the overall
solution, but that arbitrarily singling out individual
sectors of the econony for enornous tax increases
wi t hout addressing the underlying issues necessary to
bal ance the state’s budget is unfair and unwarranted.

It is, t her ef ore, t he consensus of Al aska’ s
hospitality industry that legislative efforts to
i ncrease excise taxes on al cohol products by nore than
three hundred percent (300% are discrimnatory,
unreasonable and will do nothing to cure the state's
al cohol probl ens.

Beverage alcohol is already the nost heavily taxed
consuner product in the United States and Al askans
currently pay sone of the highest beverage alcoho

taxes in the nation. The hospitality industry stands
ready to discuss our role in supporting a fair and
equitable tax policy for our industry, but only under
condition that the discussions be part of a
conprehensive |egislative package designed to solve
the state’'s fiscal problens. VWiile the industry
realizes that state revenues cannot be dedicated, the
| egislature should be prepared to identify which
social progranms would benefit from these additional
revenues and how the effectiveness of the prograns and
the use of the funds woul d be eval uat ed.

W are very concerned that the tax increases in HB 225
will seriously jeopardize the future of mny snal

busi nesses, which play a vital role in our state's
econony. The hospitality industry is already reeling
from the current economc slow down and the aftermath
of the events of Septenber 11, 2001 as fewer Anericans
travels, dine out or entertain outside the hone.
Adding significantly to the cost of doing business at
this juncture could cause many of these establishnents
to fail thus worsening the current econom c situation.

Accordingly, Alaska s hospitality industry opposes HB
225 until a conprehensive solution to the state’s
fiscal problens is adopted by the |egislature.

Representative Davies asked that the hospitality industry

express their support when a conprehensive fiscal policy is
pr oposed.
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Ms. McDowel |l thought that the profit margin not consunption
woul d be reduced. She explained that the loss in business
woul d be the result of the reduced profit margin.

M. Gosse acknowl edged that 20 percent of the drinkers
drink 80 percent of the alcohol. He clarified that only 1 -
2 percent of the drinkers in the United States are abusers
and chronic problens. Just because soneone consumes nore
than the average doesn’'t nean that they are creating
probl ens.

Ms. MDowell pointed out that the hospitality industry is
facing a variety of legislation that could adversely affect
it, such as increases in the m nimum wage and unenpl oynent
tax. She noted that things that affect the state's tourism
mar keting dollars also affect the hospitality industry. She
asked the Commttee to consider the inpacts of the big
pi cture on their industry when naki ng deci sions.

SUSAN  FI SCHETTI , ALASKANS FOR TAX REFORM ANCHORAGE
testified in opposition to the |egislation.

Proposals to raise alcohol taxes constitute a
political statenent of social policy, not a serious
solution to budget problens. Legislators who suggest
that higher alcohol taxes wll solve the current
spending shortfall are wusing political rhetoric to
hide the fact that they want to discourage alcohol
consunption by raising taxes. Raising taxes in this

manner W | | not solve either drinking or budget
pr obl ens.

Solving spending shortfall problens requires fiscal
di sci pli ne. Legi sl ators should cut spending in

response to shortfall projections rather than commt
to surplus-era spending promses that cannot be
enacted wi thout raising taxes.

Especially during an econom c downturn, raising taxes

on brewers, distillers, bottlers, retailers,
whol esal ers, and manufacturers wll further depress
the ability of these businesses to conduct profitable
and producti ve comer ci al transacti ons. Rai si ng
al cohol taxes hurts businesses that enploy and service
Al askans.
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Ms. Fischetti noted that she has alcoholics in her famly
that do not want treatnent. Persons that cannot afford to
feed thenselves or famlies will still drink.

Representative Davies pointed out that it would take $1
billion dollars in cuts over the next 5 years to bal ance
t he budget.

TIM SCHRAGE, ANCHORAGE testified in opposition to the
| egislation. He pointed out that the alcohol industry
supported the 1983 increase in the al cohol beverage excise
tax with the caveat that it would fund treatnent and
education prograns. The prograns were funded but they have
not been evaluated. He maintained that the cart is being
put before the horse. He pointed out that industry is being
taxed instead of the average Al askan through a sales tax.
He mai ntained that the proposed tax is even nore regressive
than a sales tax. He spoke in support of accountability and
a long-termfiscal plan.

BOB BAILEY, ANCHORAGE spoke against the |legislation. He
spoke in support of a broad based conprehensive fiscal
plan. He stressed that there should be no new taxes or
increases in existing taxes until there is a broad based
conprehensive fiscal plan. Targeted taxes treat individua
industries unfairly and their additional revenues go into
the "black hole” of the general fund with no accountability
and no neaningful contribution to an Al askan solution. He
stated that he would consider a reasonable increase in the
al cohol tax when a conprehensive fiscal plan is on the
table for discussion. A conprehensive fiscal plan nust
include further cuts in spending, and broad Dbased
i ndi vidual taxes, citizens of the state nust becone assets
instead of liabilities. A broad based conprehensive fisca
pl an must also include sone portion of the earnings of the
Per manent Fund. Permanent Fund earnings are the |argest
si ngl e source of incone.

Representative Hudson pointed out that each law introduced
must be a single subject. He noted that he has introduced
an incone tax. He enphasized that the state is $500 mllion
dollars in deficient. Just because there is only one
subj ect before the Comrittee does not nean that it is the
only part of the solution.
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M. Bailey stated that the confort factor in the industry
woul d be greater if there were a collection of bills being
considered at the sane tine.

OBED NELSON, PRESI DENT, COUNCI L ON ALCOHOL ABUSE AND PUBLI C
SAFETY, ANCHORAGE testified in support of the |egislation
The reducti on in consunption IS the only factor
contributing to their support. He stressed that youths are
nost affected by price in sales. The greatest strategy in
prevention is the reduction of the per capita consunption
of al cohol, particularly in youth. He expressed support for
the legislation as a neasure to reduce consunption in
yout h.

Vi ce-Chair Bunde questioned if he would support |egislation
that would prohibit sale of any itemthat is less than $10
dollars in order to reduce the sale of cheap liquors. M.
Nel son stated that he would support anything that reduced
consunption. He pointed out that death by cirrhosis of the
liver was the lowest in the United States during
prohi bi tion.

Co- Chair WMul der asked for statistics on the reduction of
consunption based on price.

HB 225 was heard and HELD in Commttee for further
consi derati on.

#

ADJ QURNVENT

The neeting was adjourned at 3:35 p. m
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