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W TNESS REG STER

M KE GORDON, Oaner

Chil koot Charlie's

2207 Sor bus Way

Anchor age, Al aska 99508

POSI TI ON STATEMENT: Testified on HB 214.

O C. MADDEN, Personnel Loss & Prevention Manager
Brown Jug, Inc.

4140 A d Steese H ghway

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Testified on HB 214.

Cl NDY CASHEN

Mot hers Agai nst Drunk Drivers

211 4th Street

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified in support of HB 214.

KACE McDOWELL, Executive Director

Anchorage Cabaret Hotel Restaurant & Retailer Association
(No address provi ded)

POSI TI ON STATEMENT: Testified to CHARR s support of HB 214,
testified on HB 225.

JERI LANI ER

Fam |y Centered Services of Al aska

620 5th Avenue

Fai r banks, Al aska 99701

POSI TI ON STATEMENT: Testified in support of HB 225.
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ANDY HARRI NGTON

Arctic Alliance

4624 Stanford Drive

Fai r banks, Al aska 99709

POSI TI ON STATEMENT: Testified in support of HB 225.

GLEN BRADY, President

Silver Qulch Brewing and Bottling Conpany

PO Box 82125

Fai r banks, Al aska 99708

POSI TI ON STATEMENT: Testified in opposition to HB 225.

Nl CHOLAS STONE, Director

"I nroads to Heal i ng" Program

Fai rbanks Native Associ ation

5240 Beechcraft Avenue

Fai r banks, Al aska 99701

POSI TI ON STATEMENT: Testified in support of HB 225.

ANNETTE FREI BURGER, Executive Director

Fai rbanks Native Associ ati on

616 Slater Drive

Fai r banks, Al aska 99701

POSI TI ON STATEMENT: Testified in support of HB 225.

VWAYNE WOODGATE, Bartender

PO Box 82974

Fai r banks, Al aska 99708

POSI TI ON STATEMENT: Testified in opposition to HB 225.

JIM ELKI NS, Oamner

El ki ns and El ki ns

177 Cranberry Road

Ket chi kan, Al aska 99901

POSI TI ON STATEMENT: Testified in opposition to HB 225.

JAMVES ELKI NS

301 Bawden

Ket chi kan, Al aska 99901

PCSI TI ON  STATEMENT: Testified on behalf of hi nsel f
opposition to HB 225.

DONNA LUTHER

Ket chi kan Cabaret Hotel Restaurant & Retail er Association
917 Freeman Street

Ket chi kan, Al aska 99901
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PCSI TI ON STATEMENT: Testified on HB 225.

GEORGE TI PTON

Ket chi kan Ent ertai nnent Center

PO Box 5762

Ket chi kan, Al aska 99901

POSI TI ON STATEMENT: Testified in opposition to HB 225.

FRANCI NE WHEELER

125 Main Street

Ket chi kan, Al aska 99901

POSI TI ON STATEMENT: Testified as a citizen, as a daughter of an
al coholic, and on behalf of Arctic Bar on HB 225.

ROSALI E NADEAU

Akeel a, Inc.

4111 M nnesota Drive

Anchor age, Al aska 99518

POSI TI ON STATEMENT: Testified in support of HB 225.

ALAN BAI LEY

Coal ition of Al cohol Abuse and Public Safety;

Anchor age Chapt er

Mot hers Agai nst Drunk Driving

310 K Street

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Testified in support of HB 225.

TOM ANDERSQN, Acting Executive Director

Anchorage Cabaret Hotel Restaurant & Retailer Association
8215 East 2nd

Anchor age, Al aska 99501

POSI TI ON STATEMENT: Testified on HB 225.

JEANETTE JOHNSON, Oaner

Crazy Horse Bar

741 West 76TH

Anchor age, Al aska 99518

POSI TI ON STATEMENT: Testified on HB 225.

JOHN PATTEE

721 West 4th Avenue

Anchor age, Al aska 99501

POSI TI ON STATEMENT: Testified in opposition to HB 225.

DON GRASSE, General Manager
K &L Dstributors
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6307 Arctic Spur Road
Anchor age, Al aska 99516
POSI TI ON STATEMENT: Testified in opposition to HB 225.

CAROL JACKSOQN, Credit Manager

K &L Dstributors

1700 Wo Boul evard

Anchor age, Al aska 99515

POSI TI ON STATEMENT: Testified on HB 225.

CHRI S ANDERSQN, Owner

d aci er Brewhouse and Restorante Orso
737 West 5th Avenue

Anchor age, Al aska 99501

PCSI TI ON STATEMENT: Testified on HB 225.

ANNE SCHULTZ, Research Anal yst

Advi sory Board on Al coholism & Drug Abuse

Department of Health & Social Services

PO Box 110608

Juneau, Al aska 99801

POSI TI ON  STATEMENT: Expl ained the $250 mllion figure in HB
225.

ACTI ON NARRATI VE

TAPE 01-54, SIDE A
Number 0001

CHAIR LISA MJRKOMNSKI called the House Labor and Commerce
Standing Conmttee neeting to order at 3:34 p.m Menber s
present at the call to order were Representatives Mirkowski,
Hal cro, and Meyer. Represent ati ves Rokeberg, Crawford, Hayes,
and Kott [who joined the evening portion of the neeting] arrived
as the neeting was in progress.

HB 214-CI VIL ACTI ON AGAI NST M NORS I N BARS

Number 0022

CHAIR MJRKOWSKI  announced that the committee first would
consider HOUSE BILL NO 214, "An Act relating to a civil action
agai nst a person under 21 years of age who enters prem ses where
al cohol is sold or consuned."”

REPRESENTATI VE MEYER, speaking as the sponsor of HB 214, said
this bill allows bar and |iquor store owners to be proactive and
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to prosecute underage kids who try to get into an alcohol
establishment by using fake identification (I1D). Many bars and
package stores have used this program effectively, and the word
is getting out to the kids.

Nunmber 0155

REPRESENTATI VE MEYER relayed that this program allows the
al cohol Ilicensee to offer cash incentives to enployees who turn
in those trying to use a fake ID. Usual ly [owners] are able to
take the kids to civil court and be awarded up to $1, 000. The
prograns at Chil koot Charlie's and the Brown Jug split the noney
with the enployee, thus giving an incentive for an enployee to
| ook for fake IDs.

REPRESENTATI VE MEYER explained that this program is optional
The only requirenent is that [the owner] put a sign on the door
that says a person nust be 21 years of age to enter. Many bars
in Anchorage have been using the program for several years; the
program was started by ordinance, at the request of the |iquor
i ndustry, because kids were being caught with fake IDs and were
not being prosecuted. The al cohol industry wanted to be nore
proactive keeping underage kids out of their establishnments. He
said this would hopefully deter underage drinking.

REPRESENTATI VE MEYER pointed out in the commttee file a letter
from the Brown Jug, which uses the program and one from the
Anchorage Restaurant and Beverage Association (ARBA); he said
ARBA quoted M ke Gordon from Chil koot Charlie's, who has also
used the program effectively. There is no fiscal note for the
bill, he informed nenbers.

CHAIR MJURKOWMBKI surmised that if [an owner] brings a snall-

clainms action against an individual, it would go quickly through
the system [There was affirmative confirmation on the record.]
She read fromthe bill that the court shall award civil danages

in the anmount of $1,000 and reasonable attorney's fees. Not i ng
that it doesn't provide for costs, however, she asked if this
was an om ssion, because typically one would recover [from the
defendant] the costs of the filing fee, which is $35 and
[service of process]. She asked if the sponsor intended to
cover it [in the bill].

Number 0399

REPRESENTATI VE MEYER deferred the question to [O C. Madden] at
the Browmn Jug. He also offered his belief that the half of the
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$1, 000 which the house keeps is used to pay for the cost of the
[legal] action.

CHAI R MURKOWBKI asked whether an underage person who enters a
|l i quor establishment to use the phone because of a flat tire,
for exanple, would be prosecuted.

Number 0470

REPRESENTATI VE MEYER answered that [the person wouldn't] because
the person isn't trying to get into the establishment with a
fake 1D and under a false pretense. He said he thought there
was sone flexibility there with the various establishnents.

Nunmber 0526

M KE  GORDON, Owner, Chi | koot Charlie's, testified Vi a
t el econf erence. He explained how he uses the program at his
establishment by enforcing the law as it is witten in the
Muni ci pality [of Anchorage]. He noted that funds received from
this are distributed as foll ows: a third is given to the
security people who nake the arrest, a third goes toward
collection, and a third goes to the club.

MR. GORDON expl ained that he likes the |law because it creates a
consequence for the mnor; in the past, there was none. These
actions jeopardize people's jobs and businesses, and can go on
for years w thout consequences. Today, the parent is notified
that $1,000 is owed. M. Cordon said he would like to see the
program go statew de because he believes it is doing the job and
that the word gets around.

Nunmber 0684

REPRESENTATI VE MEYER renmarked that one reason the industry asked
for this ordinance in Anchorage was that when [a |iquor] |icense
cones up for renewal before the governing body, t he
establishment gets "dinged® if an underage person has been
caught. This was an effort to get the word out to kids to not

even try to cone into other alcohol places if not of age.

MR. GORDON responded that [Chilkoot Charlie's] not only wants
kids to know that they aren't Ilikely to get into the
establishment - no matter what type of false ID is presented -
but also want them to know that there are consequences, and that
[ Chil koot Charlie's] wll pursue it to the full extent of the
| aw.
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Number 0716

MR. GORDON, responding to the question of the nunmber of underage
ki ds prosecuted by his establishnents, said he didn't have the
figure.

REPRESENTATI VE MEYER renarked that he had spoken to Doug Giffin
at the Alcoholic Beverage Control (ABC) Board, who said 95
percent of fake IDs turned over to the ABC Board cone from
ei ther Chil koot Charlie's or the Brown Jug.

MR. GORDON said [Chilkoot Charlie's] prosecutes all of them
unless there are extenuating circunstances; he estimted that
his business [does a citizen's arrest] four to six tines a week.
He said the program gives [staff] an incentive for being on

their toes. In response to a question about whom the action is
t aken agai nst when a kid is under 18 years of age, he said it is
filed against the [mnor]. As for whether the permanent fund

[dividend] is garnished if the mnor isn't able to pay, he
answered affirmatively.

MR, GORDON, in response to a question by Chair Mirkowski, said
if an underage person conmes in because of a flat tire, [Chil koot
Charlie's] has doornmen in the entryway at all times who would
accommodate that person; the mnor wouldn't need to cone into
t he cl ub. He then enphasized that [Chil koot Charlie's] doesn't
try to entrap anyone; there are big signs posted, and mnors
know what they are doi ng when com ng in.

CHAI R MURKOWSKI brought attention to language in the bill that
refers to "if" the person enters the prem ses. She said
regardl ess of whether the excuse is a blown tire, it is [the
establishnment's] obligation to ensure that mnors aren't on the
prem ses.

Number 0955

MR. GORDON agreed and added that 99 percent of these people are
caught at the door. Sonetinmes it is hard to tell whether [an
ID] is fake; if there is question about age, [Chilkoot
Charlie's] has the person fill out an affidavit and sign it.
When a kid is caught and there is a photo of himor her - a fake
ID or photo of the ID that was presented - and an affidavit,

[the m nor] doesn't have nmuch | egal standing at this point.
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REPRESENTATI VE ROKEBERG asked if fake IDs are turned over to the
ABC Board, and whether there is followup about the status of
crimnal charges.

MR. GORDON deferred the question to the director. He said
[Chil koot Charlie's] has handed them over on a nunber of
occasi ons; however, he couldn't say what the board does wth
them In response to a question, he clarified that when a m nor
is on the premse, a citizen's arrest is nmade, a police officer
is called, and the mnor is arrested; then a civil action is
filed against the mnor.

Number 1070

REPRESENTATI VE ROKEBERG referred to | anguage in the bill stating
"the danages in the anpunt of $1,000" and asked M. Gordon if he
t hought this was an appropriate anount.

MR GORDON said in his experience, $1,000 is adequate and is a
| ot of noney to anybody under 21 years of age. If raised nore
than that, it would be too punitive.

REPRESENTATI VE ROKEBERG renmarked that [an establishnment] or its
enpl oyees can be fined up to $50,000 for serving soneone who is
[ under age] .

MR. GORDON said that is a good point, but he didn't think there
was any sense in nmaking it so high [for m nors].

Nunmber 1183

CHAI R MJURKOWNSKI asked M. Gordon whether word is out that if a
m nor goes to [Chilkoot Charlie' s], the mnor would be caught
and would have to pay a $1,000 fine. She asked if there has
been a decrease in attenpts by mnors to get in.

MR. GORDON responded that he is sure word is out; however,
[mnors] are still trying to get in. Hi s establishnent has
actual ly caught a couple of people nore than once.

CHAI R MJRKOWBKI suggested that if it were enforced consistently
in all establishnents, mnors would really pay attention.

MR. GORDON replied that if nore people pursued it to the degree
that [Chil koot Charlie's] and the Brown Jug do, it would be
hel pful in getting the word out. He suggested that these mnors
| ook for places that are easier to enter.
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CHAI R MURKOWBKI asked whether M. Gordon has soneone on staff
who actually deals with these small clainms, followthroughs, and
col | ections.

MR, GORDON answered that a local attorney did for a couple of
years. That attorney did wonderfully the first year, but did
nothing the next year; his partner's wife ultimately took that
over and continues to do so now.

Number 1340
CHAIR MJURKOWBKI remarked that she would like to think the

| egi slature nmakes it as easy as possible to pursue the conplaint
through to judgnent so [the establishment] can execute on the

per manent dividend fund. She didn't want businesses to not
pursue this as an option due to the expense associated with the
j udgnment . Therefore, she expressed the need for this to be

sonet hing that a nonattorney could perform

MR. GORDON affirmed that this is sonmething that a nonattorney
could perform He added that it is working quite well. He
offered to keep the conmttee informed of his progress wth
this.

CHAI R MURKOWSKI mentioned that she was interested in whether the

Brown Jug pursues the collection costs as well, because that is
not included in the |anguage of the bill. However, she felt
that the establishnment should be entitled to civil damges
anounts as well as the recovery of costs and any reasonable

attorney's fees.

MR. GORDON agreed and pointed out that currently he is absorbing
t hat cost.

REPRESENTATI VE HALCRO asked whether M. Gordon shares the
confiscated IDs or other information that he collects and
whether there any correspondence between ARBA and CHARR
regarding keeping a file on these mnors who attenpt to enter
establi shments.

MR. GORDON replied no and remarked that adm nistering sonething
li ke that would be quite a job. The only cooperative neasure he
is aware of is in regard to "bad checks.” M. CGordon added that
he wasn't sure how practical setting up such a correspondence
woul d be.
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Nunber 1515

O C. MADDEN, Personnel Loss & Prevention Manager, Brown Jug,
Inc., testified via tel econference. He infornmed the commttee
that [the Brown Jug] was part of the group that helped get this
passed in 1998. He noted the Brown Jug's success with this:
since July 1998 the Brown Jug has confiscated alnost 500 |Ds
from m nors. He echoed M. CGordon's testinony that the great
thing about this is there is now a consequence for this action

He |ikened the process to zero-cost |aw enforcenent because the
state and the nunicipality don't have to spend any prosecution
dol | ars. The only person who bears any cost is the offender.
Furthernore, one great result of this law is that kids have to
tell their parents.

MR. MADDEN explained that the clerk would seize an ID and
conplete a detailed form describing the event, including
W t nesses. The original 1D and detailed form are given to the
ABC Board, and M. Madden retains a copy. Then a certified
letter is sent to the |ast known address of the person, if it
can be determned who the individual is. Oten, these mnors
are using fake names. |If the individual is identified, then the
i ndi vidual receives a certified letter demanding paynent wthin
15 days. After the 15 days has passed, the establishnent can
file a small-clainms action. In further response to
Representative Miurkowski, M. Mdden said the Brown Jug does
this in-house.

CHAI R MURKOMABKI asked whether M. Mudden is able to recover the
costs.

MR. MADDEN recalled that the ordinance in Anchorage allows
establishments to recover reasonable attorney's fees and any
court costs, in addition to the $1,000. In response to a
question by Representative Myer, he agreed that [the Brown Jug]
reviews each case and does not always go for the $1, 000. [ The
Brown Jug] seizes IDs fromall mnors, and if the belief is that
the mnor wasn't there to purchase alcohol, then a reduced
anount i s sought.

Nunmber 1768

ClI NDY CASHEN, Mothers Against Drunk Drivers (MADD), noted her
support of HB 214.

KACE MDOWNELL, Cabaret Hotel Restaurant & Retailer Association
(CHARR), noted CHARR s support of HB 214.
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REPRESENTATI VE CRAWFORD asked M. Madden whether, if [a m nor]
cones into his store to buy a Coke, that individual is carded.

MR. MADDEN replied yes. He pointed out that an individual nust
be 21 years of age to enter the prem ses [of the Brown Jug].

REPRESENTATI VE CRAWORD asked what would occur if a person
entered the premses in order to use the tel ephone.

MR. MADDEN noted that there have been cases in which [the Brown
Jug] has not pursued action. If it is felt that the individua
is not attenpting to purchase alcohol, then a reduced anount
woul d be sought to cover costs. M. Madden specified that it is
a class A msdeneanor for a mnor to enter the prem ses w thout
a parent, adult, spouse, or court-appointed | egal guardian.

Nunber 1829

REPRESENTATI VE  ROKEBERG noved that the conmttee adopt
conceptual Amendnent 1, to add |anguage on page 1, line 9, that
would allow the recovery of costs associated with filing the
col |l ection. There being no objection, conceptual Anmendnent 1

was adopt ed.

[A notion to nove the anended bill from commttee was made, but
was Wi thdrawn in order to take up anot her amendnent. ]

Nunber 1937

REPRESENTATI VE  CRAWFORD noved that the conmmttee adopt
conceptual Anendnent 2, to insert |anguage that in order for [a
civil action to be pursued], there nust have been an attenpt to
pur chase al cohol

REPRESENTATI VE ROKEBERG obj ect ed.

REPRESENTATI VE CRAWFORD related his belief that [an underage]
person who enters the prem ses to use the tel ephone shouldn't be
charged. He indicated there could be an energency.

REPRESENTATI VE ROKEBERG pointed out that strict limtations in
Al aska's liquor laws require the establishnment to delineate the

floor plan of the |icensed prenise. Representative Crawford's
anendnent woul d destroy Alaska's liquor |aw system He rel ated
his belief that good judgnment should prevail [in situations

descri bed by Representative Crawford].
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CHAI R MURKOWSKI enphasi zed that this is an option available for
the licensee to pursue this action.

REPRESENTATI VE HALCRO nentioned that this is why sone of these
stores have l|arge signs posted that say people under 21 are not
permtted entrance without an adult or a |egal guardian. He
directed attention to page 1, line 5 of the bill, which says,
"Alicensee may bring a civil action".

REPRESENTATI VE CRAWORD wi t hdrew his notion to adopt conceptual
Amendnent 2.

Number 2064

REPRESENTATI VE ROKEBERG noved to report HB 214, as anended, out
of comittee W th i ndi vi dual reconmendat i ons and t he
acconpanying zero fiscal note. There being no objection, CSHB
214(L&C) was reported fromthe House Labor and Comrerce Standing
Commi ttee.

Number 2080

CHAI R MURKOWSKI announced that the neeting would be recessed to
a call of the chair. [There is no recording on Tape 01-54, Side
B because a new tape was inserted.]

TAPE 01-55, SIDE A

CHAI R MJURKOWBKI reconvened the House Labor and Comrerce Standing
Commttee neeting at 5:42 p.m Menbers present at the call back
to order were Representatives Mirkowski, Crawford, Rokeberg, and
Hal cro. Representatives Hayes and Kott joined the neeting as it
was i n progress.

HB 225- ALCOHOLI C BEVERAGE TAX

CHAI R MURKOWBKI announced that the final order of business would
be HOUSE BILL NO. 225, "An Act relating to nunicipal taxation of
al coholic beverages and increasing the alcoholic beverage tax
rates.” [Before the commttee, adopted as a work draft on
4/ 9/ 01, was version 22-LS0806\L, Cook, 4/9/01.]

Number 0073

JERI LANI ER, Famly Centered Services of Alaska (FCSA),
testified via tel econference. She stated:
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| am very nmuch for the alcohol tax in the interest of
the fact that [there are] a rising nunber of agencies
and departnments conpeting for the very few dollars
that there are to spend. I think ... the best thing
to do is to add the tax so that the funding gets
spread out just a little bit further.

ANDY HARRI NGTON, Arctic Alliance, testified via tel econference.
He addressed sone points discussed at the previous hearing:

Poi nt one: noderate drinkers shouldn't have to bear
this burden. My response is: no Al askan consumer is
going to have to bear this burden. W each are going
to choose how nuch of it to bear, whether it's zero or

paying a small anmount or paying a large anount.
That's one of the bill's strong points, in ny view.

Poi nt two: busi nesses may have to lay off enployees
or close down. Vell, this is a legitimte point and

it shouldn't be ignored, but at the sane tine
everybody seens to agree that there is just too |arge
a volune of alcohol flowing through our famlies and

our communities. Decreasing that volune wll probably
nmean that each seller will be selling |ess and/or sone
busi nesses may cl ose down. | hope they can put their

[ business] skills into branching out or figuring out
how to nmaintain a reasonable profit level at a | ower

vol une. And | wish nore power to them in that
endeavor, but we just need to have |ess volune of
al cohol .

Point three: it's wunjust to Ileave alcohol tax
decisions up to municipalities. |1 don't think that is
a valid point. Local governnents are no |ess
represented than state governnents. The statenent

that the Fairbanks North Star Borough does not spend
noney cleaning up alcohol problens is just sinply
wrong, as any nenber of the borough Health and Socia
Servi ces Conm ssion could attest.

Point four: this bill won't solve the problem
Granted, it won't solve the whole problem by itself,
but its supporters aren't claimng that. W do need
ot her things. W need the lower DW [driving while
i nt oxi cated] blood alcohol limt; we need better |aws
on mnor consunption; we need nore treatnent prograns.
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But those don't dimnish the needs for this bill,
which is as inportant a conponent as those others.

Point five is [it wll] lead to nore bootlegging.
Per haps, but we have laws that deal with that, and if
they aren't being enforced, that's a dollars issue,
and this tax wll generate nore revenue to enhance
that effort.

Point six: we can't be sure that all this noney wll
be spent on al cohol problens. That's true because our
constitution prohibits dedicated funds. W have to
turn to our legislative judgnent to decide for any
spending priorities from year to year, as [for] all
Al aska since its statehood. That's not a reason to
not enact this bill.

[Point] seven is the 300 percent increase. wel |,
percentage is dependent on where you start as well as
where you finish. If you need this increase to bring

us up froma very low starting point to a nerely |ow
end point, we shouldn't be afraid of it for that
reason.

Number 0132

GLEN BRADY, President, Silver @lch Brewing and Bottling
Company, testified via teleconference in opposition to HB 225.
He informed nenbers that he is on the board of directors of the
state CHARR (Cabaret Hotel Restaurant & Retailer Association).
He also has a bachelor of science degree in nechanical
engi neering and understands the use and abuse of statistics. He
st at ed:

Wth that in mnd, I'd like to go over sone
interesting studies 1've conme across that may be
enlightening to the comittee. First, according to

the State of Alaska Advisory Board on Alcoholism &
Drug Abuse, there are strategy points laid out to
reduce the negative consequences of alcohol and other
substance abuse. Now, bear that in mnd; I'mgoing to
go through sone facts.

One, according to the Ofice for National Drug Control
Policy, the total expenditures on illicit drugs in the
United States were $65.8 billion dollars in 1998.
Two, during the sane year, the total national output

HOUSE L& C COW TTEE -15- April 10, 2001



of nmoney on alcoholic beverages was $84 billion
dol | ars.

Three, according to nunmerous studies done on the
effects of noderate consunption - that's one drink a
day for wonen, two drinks a day for nen - there is a
clear benefit in terns of the reduction in the risk of
heart di sease. There are also studies that indicate,
however, that noderate alcohol consunption [in wonen]
i ncreases the risk of breast cancer.

Now, here is where | am going to step in wth an
opi ni on. If we set aside statistics and try to
exam ne sonme facts, we cannot safely say that noderate
al cohol consunption is evil, nor can we say that it is
a magic bullet. W can, however, say that there is a
growing body of research that i ndi cates that

responsi bl e use can have positive effects.

Next, there are no tax revenues collected on illicit
drugs; this is a fact. According to the data fromthe
Subst ance Abuse and Ment al Heal t h Servi ces
adm nistration, there were 1.5 mllion people admtted
into treatnment progranms in the country in 1998. O
those, 26.1 percent were alcohol only. O the
addition 20.3 percent, they were classified as al cohol
wi th secondary drug abuse. What this neans is that
about half of the people admtted into treatnent had
had problenms with al cohol.

Now, while | don't know exactly how nuch the al coho

history contributes to the econony with jobs ... in
production, distribution, and service industries,
| do know that the illicit drug trade does not

contribute to the econony in any of these ways

Al'l these national nunmbers don’'t necessarily translate
to a state level; however, we could safely say that
t hey probably have sonme bearing on what's going on in

Al aska.
I'"d urge you to not support this bill in its current
wor di ng, because this wll affect ne as a smal

producer by virtue of our already high price point on
t he shel ves.

CHAI R MURKOWSKI, sponsor of HB 225, asked M. Brady how much
Silver @Gulch produces on an annual basis.
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MR. BRADY responded that |ast year he produced approximtely
under 1,700 barrels, which is about 60,000 gall ons.

Number 0198

REPRESENTATI VE HALCRO stated that he appreciates the statistics
that M. Brady put forward, but thinks the one statistic that
"trunps" all is the anount of noney [the legislature] has to
appropriate every year fromthe state budget to cover the costs
associated wth al cohol.

MR. BRADY said that's a good point, and explained that he had
brought up the national statistics because they are probably
somewhat close to what is occurring in Al aska. Basically, they
show that well over half of the cost is a result of illegal drug
abuse, not just al cohol.

REPRESENTATI VE HAYES asked M. Brady what he thinks is an
appropriate al cohol tax.

MR. BRADY answered that as a CHARR board nenber, he has

di scussed this a lot; in principle, he is not adverse to a
reasonabl e tax increase. However, any tax increase borne by the
i ndustry should go toward addressing the problens. He remarked
that [CHARR] | ooked at wellness courts and educating children
about the possible ill effects of alcohol and drug abuse. The
fiscal note on those, he said, is $1.9 nmillion plus another half

a mllion [dollars] for elenentary students. He said he thinks
t hat woul d seem reasonabl e.

Nunber 0242

NI CHOLAS  STONE, Director, "Inroads to Healing" Pr ogram
Fai rbanks Native Association, testified via teleconference in
support of HB 225. He noted that the "Inroads to Healing"
Program is an outpatient treatnment service for people wth
addi ction issues. He said:

|'"ve been in this field for over ten years, all here

in Fairbanks. ... I'"'min favor of this bill, and what
| like nost about it is this: One, it doesn't put
people in jail for using alcohol; and two, it doesn't
prevent nor stop anyone from using alcohol. VWhat it

does do is tax those who use, and those who use the
nost get taxed the nost.
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Furthernore, given the nature of ny business, | see
those who use the npbst, and those tax dollars have a
great chance of better serving them As we know - and
it’s well docunented - those who use the nbst cost us
the nost, not just in treatnent costs but in all other

costs in our society. It took Congress years to |learn
that tobacco was addictive, so let nme be perhaps one
of the first to say right now alcohol 1is also
addi ctive.

Currently, we pay over $500 per capita for substance
abuse. The mgjority of the states pay closer to $200
per capita - and even those with populations close to

our si ze. I don't have any m sconceptions that the
user tax will stop drunk drivers, or that it wll go
to treatnment prograns - although | think it should.
Nor will it put down bar owners or put them out of
busi ness. Frankly, all taxes discrimnate, and |

think this one ains to the correct audience.

Nunmber 0269

ANNETTE FREl BURGER, Executi ve Di rector, Fai r banks Nati ve

Associ ation (FNA), testified via teleconference in favor of

225.

She st at ed:

FNA admi nisters formal residential alcohol and drug
treatment centers as well as [a] long-term residenti al
unit for chronic inebriates. W have the only detox
unit serving a 250,000 square-mle area, plus we have
instituted an outpatient treatnent center. Qur
treatment prograns have been struggling with flat
funding for nore than a decade. It's getting nore
difficult all the tinme to mnmaintain the expected
outcones with no increases in the budget's covering
expenses, |ike cost-of-living increases. Qur staff is
burning out at an alarmng rate due to overtinme and no
break in service. W cannot afford to be conpetitive
with private organi zations that use nedical personne
like we require at our detox units, as well as trained
certified treatnment staff. Staff turnover is our npst
critical difficulty.

FNA is in support of House Bill 225. W believe that
the excise tax on alcohol paid by the people who use
al cohol will relieve some of the budget burdens that
the legislature has to deal with every session. | f

HB
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this tax 1is collected and redistributed to help
support the prograns that the abuse of alcohol
creates, it would be of great benefit to the people of
the state of Al aska. It would ... only be users that
woul d be affected. A full 10 percent of Alaska's
popul ation suffer from al cohol dependency, nore than
tw ce the national average. Al cohol abuse is Al aska's

nunber-one social and public health concern. The
increase is not staggering to anyone except the heavy
user. As heard in prior testinony, the mgjority of
al cohol users are not abusers; therefore, nobst users
will not be heavily inpacted. This small anount of
noney on each drink will have [a] very |arge economc

i mpact on struggling prograns.

Nunmber 0298

WAYNE WOODGATE, Bartender, testified via teleconference
opposition to HB 225. He stated:

The [Legislative Information Ofice teleconference]
room yesterday was conpletely filled; the room was
standing room only, as you can see by the people who
signed [up] on the roster. ... Mst of the people who
were against this proposed bill, as | am are not here
ri ght now. Unfortunately, that's probably due to the
fact that they have to work.

| nyself ama full-time student; 1've been a bartender
for 11 years. | had to |leave yesterday early.
From ny own personal experience, | was going to pick

up ny year-and-a-half-old son from his nother who was
also going to work; she also wirks in the bar
i ndustry. ... |If anybody says this isn't going to
affect actual real people with real jobs, | think this
is a very good representation of what's going on.
Unfortunately, the testinony from the people on the
opposing side can't be here to really speak their mnd
today, ... so |l would like to speak for themall, that
we work really hard for our noney, and this is
sonmething we do for a living.

Number 0328

JIM

ELKI NS, Omner , El ki ns and El ki ns, testified

tel econference in opposition to HB 225. He stated:

in

Vi a

HOUSE L& C COW TTEE -19- April 10, 2001



Yesterday was an interesting day for ne. | spent two
hours of ny tinme waiting to try to speak on this issue

that | believe will cost jobs in Ketchikan. And I
spent the later part of the evening, for three hours,
with [US.] Senator Mirkowski, [Chair Mirkowski's]
father, who was in town trying to tell us how to save
j obs and service down here in Ketchikan

All that aside, | would just like to make a couple
conment s. In the last few years in Anchorage, the
voters have unaninmously turned down two attenpts to
put an excise tax on liquor, and then in the third
election ... they passed an ordinance at a referendum
vote that ... three-fifths of the mjority had to
approve any tax in Anchorage. So that's 60 percent of
the voters [who] have to go to the polls and say,

"Yes, we  want a tax in Anchorage, in the
municipality.” And | find it ironic that you would
put forth a bill that would say that the rest of the

municipalities in the state had (indisc.) an excise
tax, and not protect them the sanme way the Anchorage
voters protected thensel ves.

If you want to pass it, put in there that to add a
muni cipal election, it has to pass by three-fifths -
60 percent of the voters. Then, statew de, we have a
| evel playing field. You know there is not a |eve

playing field now [in] nost places in the state,
because nost of us pay sales tax in the state, except
they do not in Anchorage.

It bothers nme that sone people think that there's a
lot of noney in this business. ... There's l|less than
400 people per liquor license in Ketchikan. Cone down
here and walk in our shoes before you take to the
opinion that there's noney flow ng out of our pockets
for other things. ... W're already down from ten
enpl oyees to six, and nost of the people in our
i ndustry are single parents.

Speaki ng on behalf of ... state CHARR, of which 1've
been on the board since it started 30 years ago,

it helped create a lot of the good legislation in the
state that has hel ped bring down al cohol abuse. And
if you look at your own figures, from 1984 to '99,
consunption is down because tax revenue is down.

Qoviously, ... if tax revenue is down, the consunption

HOUSE L& C COW TTEE - 20- April 10, 2001



cannot be up. But I would say that - as responsible
people in the industry that state CHARR represents -
we don't mnd stepping up to the plate and com ng up
wth a reasonable tax to help pay down the deficit

that the state's going to have. But where's oil?
Were's fish? ... W don't want to be the only ones
stepping up to the plate. ... | get the feeling that

sone of the nmenbers on this conmttee al nost | ook at
us like second-class citizens, and don't care what we
say or what we do. It really bothers ne.

CHAI R MURKOWBKI responded:

Truly, if | didn't care what you and others within the

i ndustry thought about this, | certainly wouldn't take
the time that |I'm taking to hear all the public
t esti nmony. It is inmportant to hear not only your

perspective, but the perspective of other people that
are affected by this al cohol tax.

Number 0399

REPRESENTATI VE HALCRO added that [the conmttee] needs to
understand the reason for even discussing this. The fact is,
there is a real cost to society, and legislators have a
responsibility to not only the hospitality industry but to every
Al askan. He clarified that in 1995 there was an al cohol tax on
the ballot in Anchorage; it passed by less than 2 percent, [in
part because of] a fear of taxation, period.

MR. ELKINS responded that he thinks to inplenent a tax |ike that
and not make it the sane for everybody in the state is crimnal.

REPRESENTATI VE HALCRO remarked that he understands that. He
said the nunicipal contribution has been taken out of the bill

nore inportant, even if it were in the bill, the people of
Anchorage would still have to approve any increase in the

al cohol tax by a supermajority.

REPRESENTATI VE HAYES asked M. Elkin what the reasonable offer
was the industry had conme up with.

MR ELKINS responded that [the industry] gave it to
Representative Kott sone tinme ago, but he thinks it was thrown
out . He stated that the bottom line is that the Alaska state
CHARR has no problem stepping up to the plate to raise taxes to
bring down the deficit in the state.
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REPRESENTATI VE CRAWORD asked M. Elkins whether the tax
increase in 1983 affected his industry.

MR. ELKINS responded that it was a long tinme ago, and things
were a lot different in the state then: there were a |ot of
jobs. He said the question is not relevant to today in Al aska.

REPRESENTATI VE KOTT remarked that he would ask sonebody in sone
part of the state where [the econony] is not depressed.

Nunmber 0453
JAMES ELKINS testified via tel econference on behalf of hinself

in opposition to HB 225. He stated the he would |like to address
the $249 nmillion nunber that the Governor's Advisory Board on

Al coholism & Drug Abuse put out in its annual report. He said
[the board] admts that its nunbers are based on national
studies; therefore, he said he |ooked at those studies. In the

tenth annual report to congress from the Institute on Al cohol
Abuse and Alcoholism it states that the anmount |ost nationally
was roughly $682 per man, woman, and child. However, states and
| ocal governnments only have to pay for 18 percent of that cost,
which in Al aska would only be $77 nmillion. The nunber, he said,
also includes |lost inconme revenue. He remarked that he
di sagrees with anybody who says this isn't going to affect
consunption, because in that tenth annual report to congress it
says a 1 percent increase in price will effectively create a 1
percent decrease in denmand.

DONNA LUTHER, Ketchikan Cabaret Hotel Restaurant & Retailer
Association [CHARR], testified via teleconference. She stated:

I n Sout heast here, with the decline of the tinber and
the fishing industry, tourism has becone our nunber-
one industry. ... And if this excise tax that is
referred to as the 10-cents-a-drink tax - which, by
the way, | think is very msleading - is passed, the
hospitality industry is the next to fall by the
waysi de of governnent. There's a lot of people in
this community and people that work with ne that wll
be affected by this, and | think adversely so.

There [are] jobs at stake here. Let's be reasonable
and realistic: a tax of this magnitude wll give an
enpl oyer no choice but to cut back his workforce. I
can't think of any industry - or individual, for that
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matter - who would not be opposed to a 300 percent
increase, the state taxes, as well as the potential
for an addition 300 percent increase in nunicipal

taxes. ... I'm not opposed to a tax increase.
Clearly, it's been a long time com ng. But what | am
opposed to is the 300 percent increase disguised as a
di ne.

Nunber 0495

GEORGE TIPTON, Ketchikan Entertainment Center, testified via
tel econference in opposition to HB 225. He stated:

I believe the proposed legislation to be an
unreasonable increase in its current form It's been
stated that nore noney is needed to pay for social
prograns, and supposedly we spend $250 mllion but
only take in $12 mllion. | would really like to know
where this $250 million nunber cones from

| also believe that not enough noney gets to the
education, treatnent, or prevention prograns because
of the small (indisc.) and adm nistrative overhead. I
see this everywhere, as being politically active in
the community and sitting in local governnent bodies
in the past; | know exactly how that occurs. There
are a nunber of varying agencies - federal, state, and
| ocal - that duplicate efforts, and it seens to reason
that these need to be brought under one unbrella [for]
it to be nore cost-effective. Let's get the noney
where it needs to be.

| also kept hearing yesterday from professionals on
treatment and program [sites] about all the study
data. Anot her question conmes to m nd: Just how much
noney goes into these studies and away from the actual
prograns? Also, can anyone tell nme how effective the
treatment and education and preventive prograns are -
if they are being duplicated and not consistent in
their factions? It seens we have nmany repeat
of fenders who probably take the biggest percentage of
t hese dol |l ars.

This bill's a tax - or call it a user fee - on one
i ndustry, but is it not all of the «citizens

responsibility? I have never had kids in a public
school systemin the state of Al aska, yet | have paid
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a property tax ... for 30-plus years so kids can get
an education - just as | got in the state, in Juneau.
There is no difference in mnmy responsibility as a
citizen of the state in that endeavor, as it is here
for everybody el se.

There were sone questions that were asked by the
commttee nenbers that | would like to respond to.
Yes, we have drink nenus at all of our establishnments.
| believe this question has been asked because it
could be pointed out that the change to the custoner
woul dn't make any difference if the custoner does not
physically see it on the nenu.

Anot her questi on: Wo is the tax wunfair to? A
majority of the people who are the responsible
drinkers. It would benefit on behalf of the abuser,

that we would have to pay for it.

In the sponsor statenment are sone charts that reflect
t he al cohol beverage's tax revenue with and wthout a
CPl [consuner price index] adjustnent as well as the
current tax per drink. If we would have followed
t hese scenarios, and (indisc.) there had not been an
i ncrease since 1983, the increase [brought] up on the
CPl report ... would be approximately 44 percent for
. 0145 on beer and wine, and .0192 on spirits. This is
a far cry fromwhat's bei ng proposed.

Nunmber 0526
MR TI PTON conti nued:

| totally oppose a tax on just the one industry, and
not on all of the state citizens. But if this bill
were to be changed [by] this rate, | think that's
probably pretty close to what the offer was made by
the industry itself, as reflected wth a CPI
adjustnment in the sponsor statenent. | woul d suggest
that we spread it out over the next couple of years,
as an increase of this nmagnitude in one year in
unrealistic. | magine the cost to my business if a
bottle went from $10 to $14.40. Many of wus struggle
to survive, but we do our jobs very responsibly, as |
have never had a liquor violation. And we go far out
of our way to nmake patrons be responsible as well.
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Since we have heard many varying proposals for and

agai nst, consider another [possibility]: You could
fund the whole program for $250 nmillion - if that's
the real nunber - with a state incone tax, because it
wi || supposedly generate exactly that anmount annually,

thus bringing up other general fund dollars for
infrastructure, which <creates jobs throughout the

state. How wunrealistic is this? Only you can
determine in the legislature. It basically boils down
to the fact that the state nust produce a |ong-range
fiscal pact, just as we'll do in business.

This is an industry that has approximately 17,000
enpl oyees, and an econonmic inpact of $1.4 billion in
the state. We are responsible as an industry, and we
should not be forced to cover, by oursel ves,
irresponsible acts of others and all of the

| i beral social prograns. Al aska could becone the
hi ghest al cohol -taxed state in the nation.

CHAIR MJRKOWSKI remarked that she appreciated M. Tipton's
testinmony. She stated that there has been a | ot of conversation
about agreeing to sonething reasonable, and yet there has been a
hesitancy to say what that mght be; she noted that M. Tipton
has tied that to a specific increase. In regard to his concern
about where the $250 million goes, she said treatnent is just
one conponent of that expense, which is made up of the cost to
the Departnent of Corrections, to the courts, to [the Departnent
of] Public Safety, and to all aspects of the state that are
af f ect ed.

Nunmber 0555

FRANCI NE WHEELER testified via tel econference as a citizen, as a
daughter of an alcoholic, and on behalf of Arctic Bar. She
informed nenbers that she has 12 siblings and she is the only
one who drinks. She added that she has worked in every bar [in
Ket chi kan] but seven, and has never had a |iquor violation.

M5. VHEELER told nenbers she would like to see the overall tax

as an al cohol preventative tax or as an incone tax. She said
this is a social issue that needs to be [dealt wth] by
everyone. She is not opposed to a raising the alcohol excise

tax by a reasonable increase. She had talked to 200 people and
asked them what they thought of the tax, she reported; they'd
replied that they didn't have enough information, but that if
they were going [to respond] based on the information sent, they
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woul d say "absolutely not" or would have to quit drinking. She
said if they quit drinking, she would have to quit her job. M.
Wheel er conti nued:

W're certainly able to understand that alcohol, Iike
any mnd-altering substance, when wused by certain
people anbng our society, causes pain and nany
negative consequences. W also understand that in
many cases it does not. It provides relaxation, and
many, many good nenories cone out of a night of
cel ebrations.

Il would like to paraphrase a man from Kenai: )
"House Bill 225 is being put forth as a user tax. | f
you don't wuse it, you don't pay; heavy users pay
heavy. " Hs idea was, if we solve problens in our
society this way, ... we should carry the idea of the

user tax all the way down the I|ine.

Spins are put on nunbers in every political arena that
there is. None of ours are any different. 10 cents a
beer or a drink doesn't sound like rnuch, but if you
know econom cs, you know that that 10 cents goes to
the manufacturer, which goes to the bottler, which
goes to the wholesaler, which goes to the deliverer,
which goes to the retailer, and sonewhere down the
line that 10 cents gets to the custonmer. Now, [if] we
take that 10 cents from the state and 10 cents from
the city and 10 cents from the borough, we have 30
cents. You take that 30 cents all the way down the
line and that drink that costs $3.50 is realistically
going to cost $5.00 or $5.50.

TAPE 01-55, SIDE B
Nunmber 0588

M5. VWHEELER conti nued:

If you are representing the people, then put it to

them so they can understand it. ... Wen they raised
the taxes in 1983, ... | think that before that they
were collecting, ... $15 nmillion a year in revenue and

taxes, and it went down to $12 mllion this year.
Before that, it was a voluntary system they put their
tax noney up there. Then we introduced this tax
i ncrease [and] we've | ost jobs.
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There's no earmarking on this bill. There's no cap to
this bill. There's no anything. The way it's worded,
| don't wunderstand. ... W're going to let it [goO]
right into the general fund, and then we're going to
hope that sone of it gets down to the people who you
say we are supposed to be paying for.

| think this is a society problem and all of society
needs to split this. ... Alot of this starts with our
children. ... As far as public schools go, we need a
lot of help in the area of our children. W need to
teach themto |love and not hate; we need to stop them
from feeling separation. Love, to ne, equals self-
responsibility. This is not teaching any child self-
responsibility. CHARR does so nmuch in the conmunity;
we really, really have a lot of people that we are
representing here.

REPRESENTATI VE HALCRO stated that M. Weeler's testinony was
simlar to what [the commttee] heard yesterday from different
communities: peopl e tal ked about the |ocal econony being down,
and raising the tax will cause a devastating effect. He asked
Ms. Weeler, if the econony is so poor in sonme of these
comunities and noney is tight, whether these folks should be
spendi ng their noney drinking in bars.

M5. VWHEELER responded that there is no way [liquor businesses]
should bear the brunt of paying this whole tax. Her point is
that it is a societal problem

REPRESENTATI VE HALCRO said he has seen about a half a dozen
surveys in which 75 percent would support an increase in the
al cohol tax. He asked Ms. Wieeler, if a nondrinker is driving
down the road and soneone who has been drinking runs a red |ight
and hits the car, whether the victim should have been paying to
address this problem all along or whether it should have been
pl aced on those who contribute to the problem

M5. WHEELER responded, "The people in the autonobile industry,
shoul d they be paying taxes for having created cars in the first
pl ace?"

REPRESENTATI VE HALCRO replied that it is not the sanme. The car,
doesn't cause the accident; the people cause the accident.

M5. WHEELER agreed and stated that [the legislature] is not
asking the people to pay a tax for negligent drivers.
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Number 0520

ROSALI E NADEAU, Akeela, Inc., testified via teleconference in
support of HB 225. She stated:

W put this a tax on the user, not the industry. Now,
| understand the industry people don't see it that
way, but that is how we see it. We understand that
this is not a tax that is going to be a dedicated tax
to address treatnment and prevention needs.

| represent one of the l|arger prevention-and-treatnent
organi zations in this state, and alcohol 1is the
nunber - one substance abuse problem in this state.

14 percent of the births in Alaska are FAS [Fetal
Al cohol Syndrone] children, and that puts our rate
twce the national [rate], and a lot higher in the

world of FAS births. That isn't drugs - that's
al cohol . It's the one area | think that ... perhaps
has worse inpacts than any drug one can think of, and
that is on the |ife or the potential life of an unborn
chi |l d.

Very little of the ... $250 million ... is spent on
treatment and prevention prograns. In fact, the
budget that was set aside for the various prograns
i npacted by alcohol ... in 1998 were $324 nillion

O that, .5 percent ... went to prevention and
treat ment. It is, of course, our hope that with the
infusion of sone nore dollars generated by this
particular neasure, nore noney will find its way into

treatment and prevention.

| think what | hear from the industry is that the
assunption those of wus who work in treatnent-and-
prevention prograns nmake 1is true, and that is,
increasing the cost will decrease the consunption. I
know that if | were a waitress or a bartender ... |
woul d probably be concerned about that. ... But | |ook
at it fromthe point of view of what is the inpact on
this state of the abuse of alcohol, and | think it
makes this mneasure not only needed, but a very
sensi bl e approach, especially if sone of those funds
are funneled into sone of the treatnment and prevention
progr ans.
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Nunmber 0486

ALAN BAILEY, Coalition of Alcohol Abuse and Public Safety;
Anchorage Chapter, Mot hers  Agai nst Drunk Driving (MADD),
testified via teleconference. He noted that he was also a
menber of [Governor] Know es' 1984 DW taskforce. He said even
17 years ago, sone nenbers of that taskforce urged that the
taskforce reconmmend a significant increase in beverage taxes;
however, it was not done.

MR. BAILEY inforned the conmttee that as the Anchorage
muni ci pal prosecutor for ten and a half years, he'd |earned
through his daily work that the vast majority of crimes were
al cohol -rel at ed. A famly-law attorney in Anchorage for 16
years, M. Bailey said the biggest problem he sees involves drug
and al cohol abuse; for exanple, that afternoon he had to explain
to a young worman how her husband's al cohol abuse affected his
parenti ng. Al cohol abuse exacerbates donestic violence, child
abuse, child neglect, health problens, the nodeling of addictive
behaviors by parents for children, and ot her ki nds  of
dysfunction in famlies and society.

MR. BAILEY suggested that this bill wuld work to reduce
al cohol -related problens in society, regardless of what the
| egi slature does with the revenues. Research shows that higher

taxes |lower alcohol abuse and the related problens; that
research also shows that even DWs have been reduced when
societies have significantly increased al cohol taxes.

Nunber 0456

TOM ANDERSON, Acting Executive Directory, Anchorage Cabaret
Hotel Restaurant & Retailer Association (CHARR), testified via
tel econference. He stated:

Qur association has recently started its recruiting

process for nenbers, and | am pleased to report that
nearly every business |[|'ve contacted has joined.
These  busi nesses include food distributors and

touri sm and- marketing conpanies and even a furniture
sal es [ company].

The connection to restaurants and hotels and bars

these ... Dbusinesses have is really a collective
concern about freedom to operate a business wthout
[being] wunder restraint in conjunction wth the

pronoti on of a responsible hospitality industry. ... |
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think the bottom line is everybody's concerned about
health and safety and welfare. Certainly, 1 would
say, unequivocally, the hospitality industry is.

Interestingly, groups Ilike Anchorage CHARR ... have
the sane vision of reducing DWs and al cohol abuse.
W are being proactive in our community by our own
menber shi ps and activity. ... Anchorage CHARR has been
in contact with Kevin Tubbs. You' ve probably read the
article he was featured in yesterday regarding the

drug Nal trexone, which is an al cohol -addiction
suppressant. And we've expressed an interest in
adm nistering the ... program that he and Brown Jug

started to assist those addicted to al cohol .

W're also looking into Anchorage CHARR researching
the potential for a grant to the University of Al aska

Department of Justice ... 1in conjunction wth the
Department of Geomatics to study -- basically, they
can do math and pinpoint through data just about
anyt hi ng. And we are |looking at alcohol-related

incidents and DWs in the city, and trying to work
wi th APD [ Anchorage Police Departnent].

| give you these exanples sinply to say that we

are proactive. The "denoni zation" is unfair, [and]
Anchorage CHARR has nenbers throughout the city active
and willing to try to counter these problens. These
ongoing endeavors, to nane a few, | think are

illustrative of the fact that we want to recognize
[that] health and public safety issues should be
nunber one.

| don't think anyone faults the attenpt to close the
fiscal gap, and | think you ve been stellar and
staunch in supporting a reduction of waste in the
budget and finding alternatives to the opposite of

that. And yet | think we have to be cautious; | nean
|"ve worked in |egislative budget and audit. ... Wth
this coment about alcohol abuse costing taxpayers
$249 mllion, | would love to see the research on
t hat .

| think you nust... take into account |oss of
j obs, wages, and lack of clarity on where the funds
will be dedicated, in addition to the unfair increase
as a whole. So, | think these negatives and the
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disabling effect on the industry outweigh the benefit
at this tine.

| think an audit would be prudent, and | think at this
time it would be better to continue the analysis and
couple it with verification of these alleged costs to

taxpayers, and hold off at least until next session,
and - if anything - reduce the current anount of the
bill.

Nunmber 0392

CHAIR MJRKOWBKI stated that she appreciated M. Anderson's
testinmony. She said she did read the article about Kevin Tubbs,
and she had tal ked with Judge Wananmaker a couple years ago about
his program and how he applies Naltrexone. She nentioned
Speaker Porter's therapeutic courts bill and several alcohol-
related bills that were noving through the House. She observed
that the industry is not blind to the problem and is not
unw Il ling or uncooperative 1in attenpting to address sone
system c probl ens. However, many legislators believe an
increase to the existing excise tax is a conponent of that
al cohol package.

REPRESENTATI VE HALCRO concurred. He said he doesn't think it is
the intent to "denonize" anybody who has testified. Noting the
lively debate, he remarked that [the commttee] is grappling
with the difference between what alcohol costs the state and
what is taken in, in trying to find ways to fund these prograns.

Nunmber 0352

JEANETTE  JOHNSON, Owner , Crazy Horse Bar, testified via
t el econf erence:

Every bar around Anchorage and throughout Al aska
usual l'y donat es noney to di fferent charitable
or gani zati ons. Just in the nmonth of February ny bar,

which is the Crazy Horse, ... sold $4,667 worth of
Shanr ock. | guess in '89 through the year of '97,
just in the (indisc.) alone, the bar turned in
$500, 000. Every bar around Anchorage has sone
charitable organization; they're donating noney,
they're raising noney. And wusually we have three
different liquor distributors, which always give us

different things we can sell or auction off to raise
this noney. So whether it's one disease [or] another
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di sease, the bars are doing sonething besides |just
selling a drink.

JOHN PATTEE testified via teleconference in opposition to HB
225. He stated:

First of all, the hospitality industry is very |arge,
not only in this state but across the country and the
wor | d. In this state it supports thousands of

busi nesses, their enployees, and their famlies, not
all of which sell alcohol

Many of these businesses are support-type conpanies.
Hospitality-industry nmenbers are people who live and
work hard for their noney to support thenselves and
their famlies. They al so support their conmunities.
Qur industry nenbers attend, support, and are
personally involved in every aspect of our comunity
such as churches, schools, PTAs [Parent Teacher

Associ ati ons], conmunity counci | s, nonprofits,
charities, busi ness or gani zati ons, gover nnment
agenci es, and nmany, nany other organizations that are
good for our comrunities. Qur pull-tab sales alone

support thousands of <charities and nonprofits that
woul d not exist w thout our help.

W work with the community councils to help solve
problens at the grassroots |evel. W train our
enpl oyees to be responsible servers of alcohol. W' ve
i npl enented, or are working on inplenenting, nmany
prograns that address alcohol abuse, drunk driving,

and even sexual assault. We understand the problens
related with alcohol as well or better than anyone
and have and wll continue to work towards solving
t hem

| do not believe the hospitality industry should be

puni shed by this very large tax. | don't believe the
noney generated would or can be dedicated to al cohol
I ssues. The <cigarette tax and tobacco industry

settlenment noney is a good exanple of that.

Ms. Murkowski stated that we are nunber one per capita
i n al cohol abuse. This nmay be true. Because [of] a
smal | population of our state, we are nunber one in
al nost any category you choose.
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Ms. Murkowski also nmentioned the $250 million cost to
the state. | don't have any scientific nunbers, but |
do believe our industry pays for nuch nore of that
than has been procl ai ned. W pay it by our taxes -
personal, property, sales, corporate, and other taxes
i ncl udi ng al cohol taxes. W pay it by our tinme and
efforts involved within our comunities to make them a
better place to live and work. W pay it by the tens
of mllions in charitable donations and sponsorships
given to our comunities directly or by selling pull-
t abs. And we pay it by the local economcs the
hospitality industry hel ps fuel.

Finally, let's not just throw noney at our problens.
Let's conme up with sone real solutions to solve the
problens a small mnority of population is creating,
Wi t hout punishing the rest of us or blamng us for a
problem our whole society helped create. The
hospitality industry nmenbers and their famlies, along
w th governnment and other concerned agencies, can do
it if we work together. Please do not pass this bill;
it will harm nmany of the people that make Al aska a
great state.

Number 0281

DON GRASSE, General Manager, K & L Distributors, testified via
tel econference in opposition to HB 225. He stated:

W enploy over 125 Alaskans in this state, which

i ncludes Teansters, adm ni strative support, sal es
pr of essi onal s, nmer chandi sers, et cetera. We
distribute our products to over 1,200 |license holders
in the state of Al aska. ' m agai nst House Bill 225
with tax increases of 300 percent. ... I1've listened
to quite a bit of testinony on this bill, both
yesterday and today, and |I'm against a bill that's
designed to penalize an industry - what has been

characterized by a |ot of people on the opposing side
as an irresponsi bl e industry.

| wanted to read sone facts to the conmttee. ... The
percentage of teens ages 12 to 17 who reported having
a drink in the past nonth is 43 percent |ower in 1999
than in 1990, and 47 [percent] since 1982. The 1999
teen drinking rate is the |lowest |evel since tracking
began since 1979. By the way, these are national
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statistics. The percentage of high school seniors who
reported having a drink in the last 30 days is 12
percent lower in 2000 than in 1990, and 28 percent
since 1982. The percentage of high school seniors who
reported having five or nore drinks in a row in the
|l ast two weeks is 7 percent lower ... in 2000 than in
1990, and was down 26 percent in 1982. The percentage
of college freshman who say they drink beer frequently
or occasionally is at its lowest |level since record
keepi ng began in 1966. The record low in 2000 is 15
percent [lower] than in 1990, and 34 percent since
1982.

Number 0244
MR. GRASSE conti nued:

Signs of progress on drunk driving: The nunber of
people kill in drunk driving crashes has declined 32
percent since 1990 and 41 percent since 1982; from
18,444 in 1982 to 10,867 in 1999. The nunber of
people killed in teenage drunk-driving crashes has
declined 40 percent since 1990, and 64 percent since
1982 - going from 3,500 in 1982 to 1,293 in 1999.

Today there are 2.2 mllion fewer teen drinkers than
there were in 1990, and 3.2 mnmllion fewer teen
drinkers than there were in 1982. There were 13,000
fewer high school seniors who reported drinking today
than did in 1990, and nearly 600,000 fewer high school
seniors reported drinking than did in 1982. There
were 5,000 fewer drunk-driving fatalities in 1999 than
there were in 1990, and there were 7,500 fewer drunk-
driving fatalities in 1999 than in 1982. There were
870 fewer teen drunk-driving fatalities in 1999 than
there were in 1990, and 2,300 fewer teen drunk-driving
fatalities in 1999 than there were in 1982.

Total fatalities in drunk driving crashes in Al aska

were down 42 percent. Fatalities in teen drunk-
driving crashes in Alaska were down 50 percent since
1982. Dramati ¢ reductions in underage drinking and
drunk driving over the past 20 years indicate that
comuni ty- based progr ans, part nershi ps, [ and]
"per sonal responsibility” nessages are wor ki ng.
Par ent s, educat or s, retailers, | aw  enforcenent

authority, and others are seeing signs that their hard
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work to reduce the incidence of underage drinking and
drunk driving is making a difference.

Nunber 0221
MR. GRASSE continued, stating:

Qur industry will and has acknow edged al cohol -rel ated
probl ens, not only nationally but [also] in the state
of Al aska. That's why our industry continues to work
hard to fight al cohol abuse, as w tnessed by the nost
recent testifiers. The manufacturers also pronote
anti - al cohol abuse nessages regularly on TV and radio
- progranms such as paying for taxi rides, designated-

driver educati on pr ogr ans and nmessages, [ and]
speeches.
The retailers ... have supported nunerous prograns

that have inpacted these nunbers since forever -
holiday nedia warnings and radio nessages; the TAM

program - techniques of alcohol nanagenent - which is
run by the CHARR association; taxi rides, again;
| obbying for House Bill 68 that was nentioned; or

House Bill 214, which is the civil fines for underage
drinkers; donations to youth court; community giving
t hat exceeds hundreds of [thousands of] dollars by all
organi zations in the conmunity.

The distributors are doing the sane thing: wor ki ng
with their retailers to support all these prograns;
having their own holiday nessages that pronote safe
drinking and driving, or safe consunption of alcohol
taxi cab prograns; youth court donations; Boys and
Grls Cubs; comunity sport. And many of the events
that you attend in your comunities, the alcohol you
consune has been donated or supplied by industry
menbers.

K & L distributing is involved in regular, quarterly

prograns, whether it's "good sport" progranms ... [or]
"W |ID'" programs, which [are] national prograns that
educate retailers on proper identification; safe

snowmobi | i ng and skiing brochures and prograns; famly
talk on drinking; [and] designated-driver education
pr ogr ans. We've had speakers that have cone to the
schools in the past. In fact, the Anchorage School
District refused to have a speaker speak to the
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students about drunken driving who was a registered
nurse, because the noney came from K & L Distributing
to support that.

House Bill 225 does not solve any problens. It taxes
responsible citizens and businesses for the abuse of a
few. There has been no industry support for this
bill, and that's because we believe it will not fight

any al cohol abuse problens in Al aska or anywhere. The
industry feels that the higher cost of our product
wi |l not stop any al cohol abuse in the conmunity.

CHAIR MURKOWSKI remarked that the industry is responsible in
many ways; however, the problem is that the product in the
industry is a legal drug that can be used irresponsibly by nany
peopl e. She remarked that testinony at yesterday's hearing was
interesting which stated that 20 percent of individuals who
drink, drink irresponsibly.

MR. GRASSE recalled that it was that 20 percent of the consuners
consune 80 percent of the alcohol in the state.

Nunber 0147

CAROL JACKSON, Credit Manager, K & L Distributors, testified via
tel econference. She stated that approximately 50 percent of her
custoners purchase their alcohol on a COD (cash on delivery)
basi s. She expressed concern that such a large increase wll
force many small businesses to close. Many small towns don't
have the financial resources to qualify for credit terns, which
would put an imediate hardship on [small businesses] just to
get their product in the door - their cash outlay would increase
dramatically. She thinks [the legislature] should question
whet her this dramatic tax increase is going to benefit just a
few people at the expense of many, she said - not just a
nonetary expense, but closing of business doors and the effect
unenpl oynment will have on famlies.

CHRI S ANDERSON, Omer, d acier Brewhouse and Restorante O so,

testified via tel econference. Currently, he told nenbers, he
does approximately $2 mllion in annual sales in alcoholic
bever ages. A 10 percent reduction caused by [HB 225] would

reduce his sales by $200,000 annually. He enpl oys 225 people,
and without term nating nmuch of his staff, he would have to | ook
at alternate neans to finance this cost; he indicated one neans
would be elimnating the $50,000 a year he donates in the
comunity to civic [organizations].
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MR. ANDERSON remarked that this would definitely put a divide in
the |l ocal brewing industry. The additional new tax of $16 on a
keg of beer would raise the price at which he currently sells to
$131 doll ars. He added that he is supportive of a small tax
increase, but thinks [the commttee] needs to |ook at the
industry as a whole and realize that the contributions that are
really making a difference are working now, it is not the
governnment that has | owered these statistics.

Number 040

KACE MDOWELL, Executive Director, Anchorage Cabaret Hotel
Restaurant & Retailer Association (CHARR), testified via
t el econf erence. She remarked that it should be recognized that
there is direct cash |[from CHARR to help the prograns
ment i oned] . For exanple, CHARR al one has thousands of dollars
in its budget this year to help with the new FAS program for
educating the public. She noted that when allowed to do these
kinds of donations on their own, they know exactly where it
goes. Hi gher taxes, however, would crinp nenbership; crinp the
anount of noney CHARR has, to give back to the conmunity; and
stop prograns because [CHARR] wll no Ilonger be able to
parti ci pate.

TAPE 01-56, SIDE A
Number 0013

M5. McDOWNELL offered that [CHARR] has one of the main prograns
that has helped to stop drinking and driving by irresponsible
people, as well as wunderage drinking. She thinks the TAM
program has been nore responsible than any other programin the
state, she said, and it doesn't cost the state a dine.

M5. MDONELL referred to House Bill 68, relating to a program
started in Anchorage with the Anchorage Downtown Partnership,
CHARR, taxi drivers, and Anchorage Downtown License Beverage

Associ ation; what also distresses her is the $250 mllion being
spent in the state, Ms. MDowel| said, suggesting that conmttee
menbers becone famliar with it. She added that she knows nost

of the prograns don’t worKk.

ANNE SCHULTZ, Research Analyst, Advisory Board on Al coholism &
Drug Abuse, Departnment of Health & Social Services, cane forth
to explain the $250 million figure. It cones from two areas.
In 1989, the office of alcoholism for the state updated a 1975
survey; that $250 nmillion study dealt with the broad range of
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governnment services inpacted by alcohol. |In the neantine, there
have been a nunber of national studies. Al t hough [ Al aska' s]
consunption is higher and [ Al askans'] dependence is higher, [the
board] took national nunbers and "nornmed" them for what is known
about Al aska consunpti on. That nunber is also in the $250
mllion range. Those nunbers, which canme out in 1998 in a study
comm ssioned by the National Institutes of Health by the Lewn
G oup, had 1992 dat a.

M5. SCHULTZ reported that in each case the inpact on Al aska was
about $250 mllion. The [board] feels that 1is strong
corroboration for using the $250 mllion figure, which is now
about eight years old. She noted that yesterday [the board]

received two small Alaska Mental Health Trust grants and is
going to contract - for $32,000 - with one of Al aska's premer
econom c-i npact consulting firnse to take that $250 mllion and

make it as accurate as possible.

REPRESENTATI VE HALCRO asked Ms. Schultz how much noney was
originally needed to do the study [that the board has just
receive grants for].

M5. SCHULTZ responded that the study that [the board] would have
liked to have had was a mmajor study; however, that's not
possi bl e. By narrowing their expectations and building on the
strength of what is already known, [the board] can take the next
st ep. The first conpromise [the board] nade with the Al aska
Mental Health Trust was two years at $75,000 a year; however
they didn't make that.

REPRESENTATI VE HALCRO asked when [the board] should have the
final report.

M5. SCHULTZ answered, six nonths.

Nunmber 0182

CHAIR MURKOWSKI called an end to public testinobny on HB 225.
She noted that Representative Rokeberg would be offering an
anmendnent at the next hearing.

[ HB 225 was hel d over. ]

ADJ OQURNMVENT
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There being no further business before the commttee, the House
Labor and Commerce Standing Conmittee neeting was adjourned at
7:26 p. m
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