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Number 001
#SB189
SB 189- MOTOR VEHI CLE SALES AND DEALERS

CHAI RMVAN RANDY PHILLIPS called the Senate Labor & Comrerce
Committee neeting to order at 10:15 a.m and announced that SB
189 and its conpanion bill, HB 182, would be up for
consi derati on.

REPRESENTATI VE ANDREW HALCRO, Chairman of the House Labor and
Commerce Subcommittee on HB 182, explained that basically there
are two sides to the bill, the A aska Auto Deal ers Association

which is the nover of the bill, and the Alliance of
Manuf acturers, which represents the other party affected by the
bill. Both sides had been very good at working out nost of their
di sagreenents. The bill has been changed from the original
version by deleting the costly DW oversight and sone other
bureaucratic layers. The original fiscal note was $500 mllion
and that had been substantially reduced with the changes.

The Subcommittee is going to be | ooking at incorporating consumner
protections to the bill and they hope to have that draft in tine
for next session. He added that Ed Sniffen, Departnment of Law,
had hel ped them get through some of the issues, but there are
five outstanding left. They are: term nation of a deal ership and
who takes over if the owner or managi ng partner should pass away;
subsidiaries and how the bill affects not only the manufacturers,
but sonme of their subsidiaries (Ford Mtor Credit); warranty
where the dealer feels that warranty should be reinbursed for a
different level of service than manufacturers do; possible DW
| oophol es; and consuner protection incidents from actual
occurrences. He said he was going to have a teleconference on
Novenber 8.

SENATOR LEMAN asked if he was confident that they would get those
i ssues resol ved by Novenber 8.

REPRESENTATI VE HALCRO said he was optim stic, but there were sone
substantial concerns.

SENATOR PHI LLIPS said he heard there were concerns about RVs and
not orcycl es.

REPRESENTATI VE HALCRO responded that the bill just relates to
aut onobi | e deal ers. However, because of an incident in Homer with
an RV, they were considering adding RVS. "W want to meke sure
that the state and consuners are protected and we think this
bill, if we nove it forward, is an appropriate vehicle for it."
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CHAI RVAN PHI LLIPS asked if he thought this bill was a major
priority in the House.

REPRESENTATI VE HALCRO replied that he couldn’t count on that
because he hadn't spoken to the sponsor. Sone reports done by
i ndependent consuner groups feel this kind of legislation is
anti-consuner, because they will end up paying for any cost for
noni t ori ng.

CHAI RVAN PHI LLI PS asked if anyone wanted to testify on this bil
and no one canme forward. He announced that he would hold the bil
for further consideration.

#
#SB132
#SB46
SB 132-M NI MUM WAGE

SB 46-1 NCREASE M NI MUM HOURLY WAGE
CHAI RVAN PHI LLI PS announced SB 132, Senator Davis' bill, and SB
46, the Governor's bill, to be up for consideration. He said they
woul d take up the Governor's bill first.

M5. REBECCA NANCE GAMEZ, Deputy Comm ssioner, Departnent of Labor
and Work Force Devel opnent, explained that SB 46 woul d increase
the m ni mum wage to $7.15 per hour over two years and then woul d
tie the mnimumwage to the consuner price index of the Anchorage
area. She said the Governor would like to nove forward on this
bill and there was an initiative petition that's simlar to it.
She understood that they had gathered the required signatures.

SENATOR LEMAN asked how nany Al askan enployees who are making
m ni mum wage this would apply to.

M5. GAMEZ replied that in ternms of adult and tenporary
assi stance, there are about 300 and it affects about two or three
percent of the adult working popul ation.

SENATOR LEMAN asked if it dealt wth enpl oyees who are receiving

m ni num wage and receive other conpensation like tips. He is
concerned about the distribution of wages within establishnments
where this bill mght be nothing nore than w ndow dressing and

actually doesn't help the magjority of the people they are really
trying to help

M5. GAMEZ answered that there is no tip credit included in the
Governor's bill. "Currently there is no tip credit on the books
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in Alaska statute - tip credit neaning that you could pay a | ower
wage to tipped enployees if they receive tip conpensation..!

SENATOR LEMAN asked what it was they were trying to do, help
enployees in their total conpensation or trying to identify
sonething that's called wages that different from tota
conpensation. He said the legislature is trying to get incone
into people's pockets so they could spend it.

M5. GAMEZ said they were trying to raise the overall standard of
living for Al askans, particularly for those at the |lower end of
t he econom c scal e.

SENATOR LEMAN said he was concerned that, "Sonebody serving
t abl es makes $25 per hour and sonebody washi ng di shes nakes maybe
$8, which is nore than mni num wage. This doesn't affect them"

M5. GAMEZ responded that it wouldn't affect people who make nore
t han the m ni nrum wage.

SENATOR LEMAN sai d he thought the bill needed worKk.

SENATOR DAVI S asked why they were hearing this bill now and she
t hought there were a | ot of people who would want to have i nput.

CHAI RVAN PHI LLI PS explained that they are just getting up to
speed on these subjects. H's opinion was if the initiative
secures the 30,000 signatures, that the conmttee has the choice
of not even dealing with it or letting the initiative seek its
own cour se.

SENATOR DAVI S sai d she believed they woul d have the signatures if
they didn't already have them It would go on the ballot and it’s
up to the legislature to decide what they are going to do. She
said they had this bill before themtw ce before and there isn't
a subcomm ttee and no one is doing any work on it.

CHAI RVAN PHI LLIPS replied if the 30,000 signatures are certified
by the Division of Elections, it's his intent to start working on

this bill in session and he was pretty sure they would have the
signatures. He thought it was better for the legislature to wite
sonmething than to have an initiative wth unintended

consequences. It was not his intention to appoint a subconmttee
t oday, but he would later.

SENATOR LEMAN said they need to help enployees and he wasn't

convinced that they were. He though they mght be creating
di sincentives. He didn't want to be shifting noney from those at
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the lower end to those at the higher end unless there's a reason
to it and he hadn't heard a good reason.

SENATOR DAVI S r esponded:
There really isn't a whole lot to shift in here,

because it's really not going to give a person a |living
wage. It's just going to bring it up; they're still

going to be in poverty. | don't know of anybody worki ng
in restaurants that's making $25 and $30 an hour. |If
they are, 1'd like to neet a few of them

Some of them nmaybe with tips they mght nmake pretty
good, but the tips aren't always the sane. You can't
al ways depend on the tips. You need to have at |east
enough to bring honme sone food, pay your utilities and
rent and things |ike that.

The intention of ny bill and the Governor's bill is to
bring m ni num wages up. W know that ours is too |ow
W've had it tied in with the federal law and the
federal rates have not gone up...Should the bill at the
federal |evel pass, ours will automatically go up.

CHAI RVAN PHI LLIPS said he thought the |egislature would have to
deal with it.

MR. DARRELL PETERSON said he has several concerns. One was that
m ni rum wage i s not enough noney and is not high enough in this
bill. He said:

| am not concerned one whit about how nmuch | pay ny
waiter at a restaurant in town. That is a relationship
between the person at the restaurant who is buying a
nmeal and tipping his waiter or waitress. As far as | am
concerned the hotel and restaurant industry is
violating a sacred contractual agreenment between the
person getting the food and the person waiting the
tables. It's an interesting philosophy, but that's the
relationship. If you don't want to tip them you don't
have to tip them

He said that 98 percent of the people getting mninmum wage are
peopl e who work at MDonal ds and are teenagers and haven't had a
raise in nine years. Those are the people he is tal king about.

He proposed taking the average of Washington, Oregon and

California salaries and add 50 cents to whatever their average
m ni nrum wage woul d be.
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| have kids in ny classes who are telling nme that they
earn nore in California before they cane here to go to
work for less noney living in this state. It's kind of
appalling. It used to be the other way around. The
easiest way to take care of the federal questions and
all the rest is to average their salaries, put a cap of
50 cents on it nore than that and that would take care
of that problem

MR. PETERSON al so said he would like to see a provision that no
one under 18 years old would be required to join a union or a
closed shop and pay initiation fees or nonthly dues. They are
m nors and not adults. Sone corporations in town require 14 and
15 year olds to pay $25 per nmonth in union dues and initiation
fee. As an exanple, he said his daughter's |ast pay check was $80
and her take home pay was $0. "She didn't get a dine."

He sai d:

It is not right to take the |owest paid people in this
sector, charge themthe sane rates for belonging to the
union and initiation fees and they're not even 18,
| egal adults. These contracts are inposed on them
w thout their consent or anybody else's. It should be
the state's obligation to protect them as a class and
pass legislation that says no union can inpose those
fees or dues on them Then at 18, they can join the
uni on and pay their nonthly dues.

SENATOR LEMAN asked what ki nd of classes he taught.
MR. PETERSON replied that he teaches at East Hi gh School .

CHAI RVAN PHI LLI PS and SENATOR DAVI S both said they would like his
conments in a letter so they could address them in the next
sessi on.

SENATOR DAVIS said she would like further information on Kkids
having to pay uni on dues.

MR. MANO FREY, President, AFLCIO said they sponsored the
initiative petition with regard to m ninum wage. He said it has
three main points. First, it would raise the mninum wage up to
$7.15 an hour fromthe current rate of $5.65; secondly, it would
be indexed to the cost of living increases. Through the CPlI it
woul d be adjusted annually to reflect that increase so that we
won't have to revisit this either through the legislative process
nor through the initiative process and it will keep pace wth
inflation, which it hasn't done in any way shape or form
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The third provision of the petition requires a mninmm spread of
$1. 00 an hour over the federal mninmminstead of the current 50
cents. So, if Congress ever cones to grips with raising the wage
for all of the United States and it was a fair amunt of an
i ncrease that Alaska's spread would be $1.00 instead of 50 cents.
He said that when Al aska was a territory, it was 50 cents an hour
over the federal mninmm wage and that's not enough considering
the expense of living in this state.

MR. FREY sai d:

W are very satisfied with the signature gathering and
we hope to be successful unlike two years ago when we
fell short of gaining the required signatures. |'m
hopeful that won't happen again even though the
threshold is higher because of the voter turnout in the
| ast general election. W feel very confident that
we'll be able to have those petitions and have the
requi red nunber of valid signatures.

SENATOR DAVIS said she was sure that they would get enough
signatures. She said she plans to push her bill as a separate
bill when the legislature goes back into session because
regardl ess of what's going on.

MR. FREY said he appreciated that and he hoped the |egislature
woul d take each of the three issues seriously.

SENATOR LEMAN said when they did the analysis on the escal ator
cl ause, the M chael Boskin study of several years ago showed that
the CPI actually overstated inflation by 1.1% because of changes
in buying habits. He asked why the CPI was used for the escal ator
rat her than sonmething that m ght be nore technically accurate as
a measure of the cost of increase.

MR. FREY replied that in his years of negotiations with contracts
of every kind, the CPI has been the accepted standard wi thin both
| abor and managenent as a tool even though nethodology has
changed. "It wouldn't nmatter to ne which gage was used as |ong as
it was fairly reflective of the cost of living.CPl is recognized
as an industry standard right now, for lack of a better
definition.”

SENATOR LEMAN said that he thought their efforts at working on
econom c opportunities on the coastal plain of ANWR woul d achi eve
nore for workers doing than this bill, which in reality affects
very few peopl e.
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There are nore inportant things we could be doing with
the same anobunt of effort.The reality is that we need
nore opportunities in Alaska for nore people to be
working so that this state can be nore than just a
pl ace for people to cone and | ook at us.

MR. FREY said he appreciated his remarks and he nmet with Senator
Stevens in Washington D.C. on encouraging the Denocratic
| eadership in the Senate to allow an energy bill to be voted on.

He added regarding M. Peterson's remarks, that one nmgjor
enployer in this state hires young people under a union contract
and it's Carrs grocery stores, but he didn't think the
| egi sl ature would want to get into | abor managenent negoti ations.

You have so nmany other things you have to deal wth.
Comments |i ke M. Peterson nade are very fair. It's not
fair to end up with a $0 check. | couldn't agree wth
him nmore, but | think it's nore appropriate that the
uni on and managenent of whatever conpany it was hear
those sane comments.lf they recognize it and deal wth

it, it's nore appropriate than the legislature
involving itself in [ abor and managenent decisions |ike
t hat .

CHAI RVAN PHI LLI PS asked how many si gnatures he needed.

MR. FREY replied a few nore than 28,000 signatures were needed
and they have at least that many right now They are trying to
get a margin.

CHAIRVAN PHILLIP asked what his feelings would be if the
| egi slature drafted an exenption for under 18 year olds to pay
uni on dues in a mninmumwage bill.

MR. FREY replied that they have many nenbers who are under 18
years old, kids who work with their parents for instance, in
construction. He didn't think it was appropriate for the
| egi slature to do anything there. He said there would be a | ot of
resi stance to the concept.

CHAI RMAN PHI LLI PS asked what the unions would do if they get a
request from i ndividual groups of people to exenpt their children
under 18.

MR. FREY replied that there wouldn't be just a sinple exenption.
The Laborers Union...

TAPE 01-29, SIDE B
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MR. FREY said they provide flexibility with contractors and
enpl oyers who they deal with wwth a sense of fairness to those
peopl e who may not be making a construction wage and nay not be
working full tinme. Every union has a concern about the kind of
exanple M. Peterson just brought up. "If they realize it is a
problem they will deal that."

CHAI RVAN PHILLIPS said this would probably conme up as a public
policy issue if the legislature deals with the mnimm wage
i ssue.

M5. KAREN RU G NO (ph), Alaska Hospitality Alliance, said she
represented the Al aska Restaurant and Beverage Association and
the Al aska Hotel and Modttel Association. She opposed any m ninmum
wage increase, but preferred that the issue go through the
| egi sl ative process rather than the ballot initiative process
because the general public is largely unaware of the negative
i npacts of mnimum wage increases. Their opposition is based on
the foll ow ng reasons:

A m ni mum wage i ncrease hurts those enployees that it's
intended to help. Soneone earlier said that the nain
goals is to help the enployee. Every tine the m ninum
wage increases, the enployers are faced with having to
offset the significant increase to their costs. | am
speaking specifically on the food and beverage and
hot el side of the business.

In the restaurant industry, profit margins average
three to five percent, which doesn't |eave nuch roomto
absorb a mninmum wage increase. So, since profit
margins are slim enployers will reduce the benefits to
their enployees such as vacation pay or health
i nsurance or they reduce the nunber of enployees or cut
their hours. It's actually disabling the work force.

We just heard earlier that 98 percent of m nimum wage
earners are teenagers or tipped enployees, so there's
very few people who are actually earning m ni mum wage
wi t hout either gaining valuable work experience, as is
the case of teenagers, or they are tipped enployees
whose average with tips includes $12 - $15 per hour
when you include tips with their wage.

The other thing about tipped enployees is that it

already includes a natural cost of living indexing
because as the cost of living increases, nenu prices
are rising at a higher rate than the cost of 1living.

So, this year for exanple, nmenu prices are rising at a
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rate of 3.1 percent while inflation is rising at a rate
of 2.7 percent. So, as restauranteurs increase their
prices, tips are based on the nenu total check, so the
tip goes up. So, you have a natural CPlI indexing right
now. A very small percent are prinmary wage earners in a
househol d and that's really a m snoner that the general
public thinks that it's a divorced nother with three
children trying to earn a living. It really isn't. It's
teenagers earning valuable work experience and it is
ti pped enpl oyees who are earning well over the m ninum
wage.

Federal I|aw recognizes tips as wages. The enployees
that nmake tips pay federal income tax on them W're
one of only three states that does not recognize tips
as wages. W believe that state |aw should also
recognize tips as wages. W would be interested in
perhaps sonething that allowed for a conditional tip
credit where if an enployee earned |l ess than $8 or $9
with tips, that they would be subject to a m ni rum wage
increase. If they earned with tips over $8 or $9, then
their tips would be included and the enpl oyer woul d not
need to be giving thema m ni num wage i ncrease. So that
woul d nean that those enployees that are just naking a
few dollars in tips that they wuld have the
opportunity to get the m ni num wage i ncrease.

Finally, we do believe that if the state is going to be
putting sonething forward to help the enployees that
are meki ng m ni num wage, with the |abor market that we
have today, we believe that noney should be dedicated
toward training these people so that mninmm wage
becones as largely as it is now an entry | evel wage. So
these enployees are better equipped to deal and
contribute to the labor market and grow into a nore
chal | engi ng position.

SENATOR LEMAN asked if she had done any analysis on what the
impacts would be on either the governor's proposal or the
initiative, which is conparable in ternms of |oss of jobs for
peopl e at this mni mumwage |evel.

M5. RUGNO replied that they didn't have any nunbers for the
state of Al aska, but there were national nunbers on the inpact to
the hospitality industry of m ninum wage increases. She said she
coul d get those nunbers for the commttee.

SENATOR LEMAN said he would appreciate that and asked if she had
any idea of what percentage of mninmum wage earners worked in
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those i ndustries.

M5. RUGANO replied that they hadn't been able to get those
nunbers from the Departnent of Labor. She heard earlier that 98
percent of people getting mnimum wage are teenagers. "From what
we can gather, the other percent are a very high percent of
m ni num wage earners are tipped enployees. The Departnent of
Labor has been unable to furnish us with information on who or
how many or what percent of the workforce is actually earning a
bare m ni num wage. Even di shwashers and bus people, because of
the | abor shortage, are being hired either at mninmm wage and
escal ated within weeks or they are hired above m ni nrum wage wel |
over the 50 cents above m ni mum wage today.

CHAI RVAN PHI LLIPS said he assumed that the proponents of this
| egi slation would secure their signatures and the |egislature
would be faced with one or two decisions as public policy. He
asked them to take a good look at this initiative and let the
commttee know what their bottomlines are.

M5. RU G NO said she could provide that. She also said that the
hospitality industry is |ooking at a bigger picture or inpacts to
the bottomline of business owners:

Wth m ni mum wage i ncreases proposed on the state | evel
and the federal |evel, unenploynent tax increases, a
proposed 300 percent liquor excise tax increase;
there's proposed bed taxes and every year we're | ooking
at in the hotel industry, there's a proposed head tax
on the <cruise ship industry that decreases the
occupancy statew de, decreasing funding fromthe State
of Alaska for tourism marketing and terrorism inpacts.
That is the inpact on the hospitality industry of the
events of the last several weeks. Next to the airline
i ndustry, the hospitality industry has been inpacted
the nost with recent acts of terrorism..

She said that the mninmum wage increase is one small itemin a
| arge picture that is threatening to cripple the industry.

SENATOR DAVIS asked her to elaborate on the training for
enpl oyees that she nentioned earlier. From her standpoint, she
t hought her industry should do on the spot training, but she
didn't know what incentives the |egislature could provide to them
for incentives to help themincrease that. She thought enployers
shoul d be doi ng that ongoi ng.

M5. RU G NO said she understood in the past that the unenpl oynent

i nsurance fund is very large and it has been suggested that noney
from that could go toward a work opportunity credit. Enployers
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certainly understand that they need to be providing on the job
training and also that |ess experienced teenage workers require
nore on the job training. Sone kind of work opportunity credit
woul d provide enployers with resources to invest nore training in
wor ker s.

MR. RI CHARD BENAVI DES, Staff to Senator Davis, said he wanted to
bring up sone new information. He explained that in SB 132, the
m ni rum wage would renmain at 50 cents an hour above any changes
to the federal m ninum wage, at |east for the remainder of 2001
and then it would increase to $6.40 an hour on January 1, 2002.
It would increase to $6.90 on January 3, 2003.

He said if you make $5.65 per hour for a 52 week year, you would
make $10,848 or approximately $7,000 under the federal poverty
| evel if you are a single parent with two kids. This makes things
much nore difficult along with the cuts to the food stanp and
ot her assi stance prograns.

He said that people who deliver car parts, for instance, for
different Kkinds of warehouses, get mninmm wage and don't get
tipped. Also, if you're working at a smaller restaurant, you
don't get the sane kind of tips you get working at the Captain
Cook or sonme other place where neals are nore. He said that
living on tips is a hit and m ss kind of thing.

In 1999 in the State of Al aska, approximately 47,000 nmen, wonen
and children were earning mninmm wage incones. "The bulk of
t hose peopl e maki ng m ni mum wage were above the age of 20."

MR. BENAVI DES said there was the argunment that any increase would
hurt entry level workers, but there was a study in 1998 at
Princeton University that found that higher wages actually
resulted in better notivated nore stable workers wth higher
productivity levels and |ower turnover rates. Another study
| ooked at how many people lost their jobs due to having higher
costs for enployees, but they found that was a very mninum
i npact. He said:

It depends on the industry. Qbviously, if things are
going well, it doesn't matter if you're paying $5.65 or
$7.75, if your restaurant is doing well, you're going
to need nore people to work there and you'll pay them
because you're nmaking nore noney anyway. |If your
restaurant is not nmaking noney, you're going to cut
back. It doesn't matter what the wages are that you're
gi ving those people...

SENATOR LEMAN said the nunbers he is reporting are different than
what Ms. Ganez and others reported. He said there is an exenption
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in the mnmm wage law for certain people involved in
agriculture. He asked if he was including everyone in the exenpt
category as well.

MR. BENAVIDES deferred to M. Ganez, but his study said
specifically mnimum wage and it was from the Departnent of
Labor.

M5. GAMEZ said she would follow up on that for the commttee. She
al so needed to get with Ms. Ruigino to find out who she was
dealing with and get her the information she requested.

SENATOR LEMAN asked her to separate her nunbers into nm ni mnum wage
earners to which the law applies and those who nmay be m ni num
wage earners that the |l aw doesn't apply to, |like a baby sitter or
what ever the exenptions allow for.

M5. GAMEZ said she would work on getting everyone the sane
information. She wanted also to talk with M. Ruigino about
wor ker opportunity tax credits that exist primarily for welfare
reci pients and unenploynent insurance training that she my be
able to take advantage of.

CHAI RMAN PHI LLIPS asked if there was anyone else who wanted to
testify about the mninmm wage issue. There was no response and
he held the bill

#

#SB 189
SB 189- MOTOR VEHI CLE SALES AND DEALERS

CHAI RMAN PHI LLIPS announced SB 189 to be back before the
commttee. He asked if there was anyone who wanted to testify on
it and there was no response. He set the bill aside.

#

CHAI RVAN PHI LLI PS said that the nortgage bankers were working on
draft legislation. He declared a perceived conflict of interest
because he works for a major nortgage conpany, although they have
nothing to do with this.

M5. JAN JONES, Director, Housing Counseling, Consuner Credit
Counseling Service of Alaska, said she had seen a distinct
i ncrease over the past couple of years in predatory |ending or
taki ng advantage of underserved populations - senior citizens,
peopl e that are not as sophisticated a hone buyer as they m ght
be and putting them into |oans that are designed to take their
equity and make themfail. She said:

There is a market in Alaska for sub prine |[|ending,
which is loans offered to borrowers that may not have
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the best credit rating. There is a very fine |ine when
it becones
predatory lending. I think we need to |look at the fees
they are allowed to put into the loan up front,
addition of prepaynent penalties which are added
these loans and the requirenment or strong suggestion
that these loans be refinanced again in two years or
the interest rate is going to go up, because it's now
an adjustable rate nortgage with a mninmum interest

it becones sub prinme lending and when

rate of 13. sonething.

| did a scenario on one yesterday and when |

t he
into

mapped it

out as an A paper | oan versus a predatory |ending |oan,
the person would have cone out of a $135,000 nortgage

with $7,000 of noney on this home equity | oan.
have cost them over $19,000 to get that.

It woul d
And t hat

is

what |'m seeing and | think there is a definite need
for two things to happen, education to the consuner
sone kind of beefing up of the laws and statutes that

we already have in place to allow our

agencies to enforce the rules that we have.

W have a l|aw that says prepaynent penalties
against the law in Alaska, but try to enforce
There's no teeth. The other thing I think would be a

and

gover nnent

are
it.

very good idea is to license our loan originators.
There are people out there and | was approached by one
yesterday and asked to lie, flat out lie, that this
client had been paying us for two years, when in fact
they had been paying us on a debt managenent plan for
18 nonths. To ne, that's wunethical behavior and
i censing would curb it.

Licensing the individual rather than the nortgage

conpany thenselves would allow us better
the person's behavior, because | don't believe that
| oan

all instances it 1is the conpany. It
originator.

CHAI RVAN PHI LLI PS asked her to explain what
does.

M5. JONES replied that she was not aware of al
that and hadn't been one hersel f.

tracki ng of

is the

in

a loan originator

of the aspects of

SENATOR DAVI S asked if they have to have a license to do that.

M5. JONES answered that they don't.
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CHAI RVAN PHILLIPS said he was aware of the problens she was
t al ki ng about .

M5. JONES sai d:

It is a very heart breaking industry when that happens.
| am | ooking at one senior citizen right now that had
her hone on the market to sell it, was approached by a
nortgage broker in this town, put into a hone |oan that
was nore than her nonthly incone, period, and then was
charged a $7,000 comm ssion on top to the conmm ssion
that the loan originator paid to the nortgage broker
Now, if she wasn't set up to fail, | don't know who
was.

She said they could read about predatory lending in the August
i ssue of Al aska Journal of Commerce.

SENATOR DAVI S said she had read about this problemin the Lower
48, but she didn't realize it was a problem up here. She thought
they should definitely ook into this issue.

CHAI RVAN PHI LLI PS said he needed to get sonething fromthe Al aska
Mort gage Bankers Associ ation so they could get going.

M5. JONES said that they were approached last week to add the
FBI. She said the next neeting of her comrittee was on Novenber 8
and they will be having reports on education and | egislation.

CHAI RVAN PHILLIPS said he wanted to close the |oophole of the
prepaynent penalty as he is seeing a |ot of that creeping in now.

M5. JONES agreed saying she had seen six nonths of interest as a
prepaynent penalty minimumand it's set up to be the first two to
three years of that loan. "So, you have to pay that in addition
to the exorbitant closing costs that go along with it and the
hi gher interest rate.”

She said they were investigating nodel legislation from Ohio,
South Carolina and California.

MR. JOHN BI TNEY, Legislative Liaison, Al aska Housing Corporation,
supported Ms. Jones conments on predatory lending. He said they
ran into these issues a lot. He enphasized that the commttee
shoul d | ook at disclosure requirenents and that sort of thing. In
ot her words, when folks go into sign a loan, that there be sone
under st andi ng exactly what all has gone into that |oan, what al
the fees are and why. He said they are not involved in any
predatory |l ending and are heavily invol ved in honmebuyer education
cl asses.
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M5. JONES also said that the predatory |lenders refuse to pay
taxes and insurance. So, as soon as the borrower gets a
del i nquent notice, they foreclose.

CHAI RVMAN PHI LLI PS asked if there was any further testinony on any
of the issues and there was no response. He adjourned the neeting

at 11:45 p.m
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