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Senat or Ben Stevens, Chair
Senat or Al an Aust er nan
Senator Loren Leman
Senat or John Tor ger son

VEMBERS ABSENT
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COW TTEE CALENDAR

CS FOR HOUSE BILL NO 27(FIN)

"An Act relating to the registration of individuals who perform
hone inspections; relating to regulation of contractors; relating
to registration fees for specialty contractors, honme inspectors,
and associate home inspectors; relating to home inspection
requirenents for residential |oans purchased or approved by the
Al aska Housi ng Finance Corporation; relating to civil actions by
and against hone inspectors and to civil actions arising from
residential wunit inspections; and providing for an effective
date."

MOVED CSHB 27(FIN) OUT OF COW TTEE

CS FOR HOUSE BILL NO 472(JUD) am

"An Act relating to certain persons who buy and sell secondhand
articles and to certain persons who |end noney on secondhand
articles.™

HEARD AND HELD
CS FOR HOUSE BILL NO 393(JUD) am
"An Act relating to unfair and deceptive trade practices and to
the sale of business opportunities; anending Rules 4 and 73,
Al aska Rules of Civil Procedure; and providing for an effective
date."

HEARD AND HELD

SENATE CS FOR CS FOR HOUSE BI LL NO. 246(JUD)
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"An Act relating to regulation of a person providing iInsurance
for the cost of nedical care, to confidentiality of insurance
records, to insurance hearings, to insurance fees, to annual and
quarterly statements by insurers, to nmanaged care insurance, to
taxes on insurance, to insurer certificates of authority, to risk
based capital for insurers, to wunauthorized and nonadmtted
insurers, to surplus lines insurance, to health insurance, to
life insurance, to annuity insurance, to consuner credit
insurance, to insurer liquidation, to multiple enployer welfare
arrangenments, to title insurance, to the Alaska |Insurance
Quar anty Associ ati on, to hospi t al and nmedi cal service
corporations, and to regulation of insurance producers, agents,
brokers, managers, and adjusters; and providing for an effective
date. ™

SCHEDULED BUT NOT HEARD
PREVI QUS COMM TTEE ACTI ON
HB 27 - No previous action to record.
HB 472 - No previous action to record.
HB 393 - No previous action to record.
W TNESS REG STER

Represent ati ve Rokeberg

State Capitol Bldg.

Juneau AK 99811

POSI TI ON STATEMENT: Sponsor of HB 27.

M. Steven Conn, Executive Director
Al aska Public Interest Research G oup
507 E St #213

Anchorage AK 99501

POSI TI ON STATEMENT: Supported HB 27.

M. Tom Martin

Kodi ak Board of Realtors &

Al aska Associ ation of Realtors

1216 Madsen Ave.

Kodi ak AK 99615

POSI TI ON STATEMENT:  Supported HB 27.

M. Bill Brady

Chai rman, Legislative Commttee

Al aska Associ ati on and Anchorage Board of Realtors
POB 110101
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Anchorage AK 99511
POSI TI ON STATEMENT: Supported HB 27.

M. Franco Venuti, Certified Building Inspector
POB 3652

Homer AK 99603

POSI TI ON STATEMENT: Supported HB 27.

Ms. Carol Perkins

Active I nspections and Energy Rating
POB 870505

Wasi |l a AK 99687

PCOSI TI ON STATEMENT: Opposed HB 27.

M. WIIliam Bruu

Ti - Le- An Managenent

HC30, Box 5569

Pal ner AK 99645

POSI TI ON STATEMENT: Opposed HB 27.

M. David Onens

Onens | nspection

POB 3589

Pal ner AK 99645

POSI TI ON STATEMENT: Opposed HB 27.

Ms. Robin Ward

Al aska State Honebuil ders Associ ation
POB 91443

Anchorage AK 99509

POSI TI ON STATEMENT: Supported HB 27.

Ms. Laura Achee

Staff to Representative Joe Geen

State Capitol Bl dg.

Juneau AK 99811

POSI TI ON STATEMENT: Conmented on HB 472 for Representative G een.

M. Norm Bl akel y

Al aska Tradi ng and Loans

POB 537

Sol dot na AK 99669

PCSI TI ON STATEMENT: Commented on HB 472.

Li eutenant Julie Gines

Department of Public Safety

PO Box 111200

Juneau, AK 99811-1200

PCSI TI ON STATEMENT:  Supported HB 472.

Representative Gary Stevens
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State Capitol Bldg.
Juneau AK 99811
PCOSI TI ON STATEMENT:  Sponsor of HB 393

Ms. Cynthia Drinkwater, Assistant Attorney Ceneral
Departnent of Law

PO Box 110300

Juneau, AK 99811-0300

POSI TI ON STATEMENT: Comment ed on HB 393.

ACTI ON NARRATI VE

TAPE 02-26, SIDE A
Nunber 001
#HB27
HB 27- HOVE | NSPECTORS/ CONTRACTORS

CHAI RVAN BEN STEVENS cal | ed the Senate Labor & Conmerce Conmittee
neeting to order at 1:40 pm and announced HB 27 to be up for
consi derati on.

REPRESENTATI VE ROKEBERG, sponsor of HB 27, said that right now
anyone who wants to call thenselves a home inspector can "hang up
a shingle." HB 27 seeks to protect the honeowner and endeavors to
bal ance the legal responsibilities of the inspectors together
with the consuners and those other people who are a part of a
real estate transaction. The version they are working with, CSHB

27(FIN), adds the honme inspector licensures to the specially
contract and endorsenment section in statute. He explained that
several versions of this bill have a stand al one board, but the

cost for the biennial fee was in excess of $1,500. So, they have
| ownered those costs to $250 by not establishing a board, but
creating an endorsenent as a specialty contractor |icense.

CHAI RVAN STEVENS asked regardi ng page 6, line 4, who requests the
i nspecti on.

REPRESENTATI VE ROKEBERG replied that it could be either a buyer,
a seller, a bank "or sonmebody." It gives ownership of the report
to the person who is purchasing it.

CHAI RVAN STEVENS asked if anybody has the authority to order it.

REPRESENTATI VE ROKEBERG replied that anybody coul d, but there has
to be consent from the purchaser of the report to pass it on to
soneone else. Typically, a buyer wants to nake an offer on a
hone, puts noney down contingent on a honme inspection. At that
point a home inspector is hired by the buyer and he produces a
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report. In this case, the report is in the buyer's hands.
Typically, he would give that to the seller of the house noting
the itens that need repairs before he conpl etes the purchase. The
intent is to keep the seller from being able to pass the report
around to other parties who weren't party to the original
transaction giving them standing to bring an action against the
i nspector.

SENATOR TORGERSON asked regarding page 3, |line 10, where
"specialty contractor” is defined and noted that it is only used
once.

REPRESENTATI VE ROKEBERG said as he indicated, the honme inspector
under this legislation is a specialty contractor under the
contractor's section of the statute, which is already on the
books.

CHAI RVAN TORGERSON noted that the work is good for six nonths and
asked if that was an industry standard.

REPRESENTATI VE ROKEBERG said that was a standard after
di scussi ons.

MR. STEVE CONN, Executive Director, AKPIRG supported HB 27, but
said there were several problems wth it. Section AS
08.18.061(b), related to the bonding has a l|ong-term problem
because the bonds, which were set a long tinme ago, are "woefully
low' in terns of the actual potential danmage. "Ten and five
thousand dollars is really al nost | aughable."”

Section AS 08.18.061 talks about the exenptions, because they
speak of non-applicability of certain provisions when the work is
$10,000 or less. He doesn't agree with that, since a roofing job
that cost less than $10,000 should have the same |egal right
accorded to it as anything else. "To use that as a junping off
pl ace for an exenption and at the sanme time only bond people at
$10, 000 and $5, 000 seens illogical to say the least."

The section related to limts of liability is also too short. On
exi sting hones AS 08.18.085 has a one-year provision to bring an
action. A person who has an inspection in the spring m ght not
find out how inadequate the inspection was wuntil it has
experienced an Alaskan winter. Finally, he thought that cities
| i ke Anchorage and Fairbanks would want to require a bond based
on the realities of their market, if the state is going to allow
i nspectors to be under-bonded.

REPRESENTATI VE ROKEBERG responded that this is a business
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transaction and it sounds like he wants to protect the public
with a "legal |icense.” The bonding requirenent is not intended
to pay for soneone's roof. The inspections typically cost about
$350.

Peopl e don't understand what constitutes the inspection
report and  what liability arrives from these
situations. Heretofore the inspectors have tried to
limt their liability to the amount of the fees, but
the courts in the state of Alaska found them void.
They're not enforceable contracts because they're
agai nst public policy. This particular bill outlaws
that explicitly in the black letter law. But to find
that we need to have the home inspectors by om ssion as
a matter of factual evidence is a matter that could be
pl ayed out in a court. W shouldn't be looking to them
toright all the ills of a particular transaction.

MR. TOM MARTI N, Kodi ak Board of Realtors, said he also represents
the Al aska Association of Realtors and they support HB 27.

VR. Bl LL BRADY, Chai r man, Legislative Committee, Al aska
Associ ation Anchorage Board of Realtors, said he is also the
former President of the Al aska Association of Realtors and that
they support HB 27. They strongly believe it is a consumner
protection bill and hope they pass it out of commttee today.

MR. FRANCO VENUTI, Certified Conbination Building Inspector, said
he has performed in excess of 3,000 inspections and although he
supported HB 27, he had sone questions with section 33 that
al l ows engineers and architects to inspect rural areas for Al aska
Housi ng Finance Corporation |oans. He understands that there is
no insurance requirenent for engineers or architects and
i nspectors are required to be insured. He was al so concerned with
AS 08.18. 156, which is the extension for hone inspections. Item38
effectively elimnates the requirenent for energy raters to be
| i censed under this bill, but energy ratings are a very inportant
part of the process and they should be held just as responsible
for them as the inspector.

Section 41, the transitional Ilicensing provisions, is also
troubl esone because it states that |icenses would be offered to
sonmeone who has been in the hone inspection business in the state
on COctober 1, 2001 and has passed the Building |Inspector
Exam nation or Property Maintenance and Housing |nspector
Exam nation given by the International Conference of Building
Oficials (1CBO.

Most of the ICBO inspectors who have been doing Al aska
Housi ng Finance Corporation inspection for properties
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are certified conbination dwelling inspectors. That was
the certification required when this process went into
effect back in '92. My question on this requirenent is
if we hold the conbination dwelling inspector
certification that sone of us in the business view as
requiring a higher degree of know edge than a buil ding
i nspector exam |'m wondering why they've reduced that
requirenent to only be a building i nspector exam

MR. VENUTTI said he had another concern with section 22 and the
requi renent for insurance in AS 08.18.010(1), which is not clear.
It talks about requiring a $20,000 property danmage, $50,000
injury including death for one person and $100,000 for injury,
including death for one or nore people and he was wondering if
that is the insurance requirenment for this bill

REPRESENTATI VE ROKEBERG replied yes. They are just requiring very
limted liability insurance that any business shoul d have.

The examnation that that gentleman has passed is
certainly going to be adequate. The honme inspector
exam nation given by I1CBO is neant to be an inclusive
term of art to include the different categories that
the 1CBO provi des exam nations on. So, that should not
be a problem

He said they considered bringing the energy raters underneath the
bill, but because they don't have the breadth of know edge, they
were determined to be in a separate category not regulated by
this particular bill. The architects and engineers insurance is
in existing law right now and is up to Al aska Housing. "The
i nsurance requirenents are alnost dimninous here, so | don't
think there's any problem™

SENATOR TORGERSON asked if it would hurt to put "equivalent”
after "International Conference of Building Oficials.”

REPRESENTATI VE ROKEBERG said stated to "pass the building hone
i nspector exam nation or property maintenance..” and those would
be established by regulation. There are various types of exans
t he 1 CBO gi ves.

SENATOR TORGERSON asked M. Venuti if he was satisfied that the
| anguage is broad enough to cover an exam nation that he m ght
have t aken.

MR. VENUTI replied that he wasn't. He wanted to see it in witing
so it wouldn't be interpreted wong by soneone el se.

CHAI RMAN STEVENS asked hi m what he was |icensed as.
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MR. VENUTI replied that he is a conbination building dwelling
inspector. This is the certification that nost people now have
who do Al aska Housi ng Fi nance Corporation inspections.

SENATOR TORGERSON asked who actually issued the |icense.

MR.  VENUTI replied, "The International Conference of Building
Oficials,” and added that the examnations in the bill are
entirely different.

SENATOR TORGERSON said that didn't appear to be the case and
asked if they had changed the process or if he was | ooking at the

same version of the bill. He said that M. Venuti referenced
section 41, but he actually was referencing section 43, which
says, "Pass the building inspectors exam nation on property

mai nt enance and hone inspection issued by the 1CBO "

MVR. VENUTI responded that those are entirely different
certifications than a conbination dwelling inspector, which
i ncludes building inspections, electrical inspections, plunbing
and nmechani cal inspections.

REPRESENTATI VE ROKEBERG comrent ed, "The housing inspector
exam nation, as given by the 1CBO are neant to be generic so
they would include all those exam nations that are appropriately
given by the 1CBO "

He appreciated M. Venuti's concern, but the |language is neant to
be i ncl usive.

CHAl RMVAN STEVENS asked if his concerns could be addressed in
section 31, the exenptions.

REPRESENTATI VE ROKEBERG replied that he didn't think so. He
referred to section 7 on page 4 and said the | anguage is intended
to be vague.

CHAl RMAN STEVENS asked M. Venuti to wite his concerns down and
fax themin to his office.

M5. CAROL PERKINS, Partner, Active Inspections and Energy Rating,
said she does new and existing construction and energy ratings
and that she has sone questions with the bill. She wanted to know
if the | anguage on page 5, line 21, AS 08.18.023, applied to al

i nspections.

REPRESENTATI VE ROKEBERGY replied yes.

M5. PERKINS continued her questioning asking, if that is the
case, it refers to a report that goes back to section under
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definitions of reports where it says they have to notify the
purchaser of the inspection as to the limtations of their report
and their coverage.

REPRESENTATI VE ROKEBERG sai d he wasn't used to being interrogated
by a wi tness.

M5. PERKINS clarified her question saying that section 32 says
hone inspection neans a | egal exam nation perforned in accordance
with standards of practice adopted by the departnent.readily
visible heating, plunbing etc. She explained that all new
construction has to be readily visible before they inspect it.
Then there is a list of inspections they are supposed to do for
Al aska Housing and notification they are supposed to give
regardi ng defects, which relates nore to existing housing than it
does to new construction. O her | anguage al so applies to existing
construction nore than to new construction. She thought that
references to new construction and existing construction needed
to be clarified. She al so questioned what was neant by "valid" in
the section regarding the length of tinme the reports are good.

CHAI RVAN STEVENS said he thought "valid" referred to the
timefranme for any recourse.

REPRESENTATI VE ROKEBERG sai d he had talked with Ms. Perkins for a
|l ong tine and had answered all of her questions before.

MR, WLLIAM BRUW, Owner, Ti-Le-An Managenent |ncorporated, an
i nspection firm that has been doing inspections of all types in
the Valley for alnost 15 years, he said that he faxed his concern
to the sponsor, but he absolutely refuses to see his point.

There are two types of inspections here that are trying
to be legislated or regulated by one regulation and it
just doesn't work. The home inspector goes out and
| ooks at an existing honme for two to three hours on one
day and he's done. He never goes back. In the neantine,
a new construction inspector goes to a dwelling that is
being constructed fromthe tinme the plans are provided
to himuntil the tinme the house is finished. He may be
on-site anywhere up to 15 tinmes at that house. Not only
that, but when he provides his final inspection and he
signs off on the paperwrk as required by Al aska
Housing, the paperwork becones a recorded |ega
docunent. His nanme is attached to that dwelling in
perpetuity. This bill just is so confusing to people
who are inspectors as to where their liabilities are
going to be, what they are going to have to insure
against as far as liabilities are concerned and the
cost as indicated in the fiscal note that's attached to
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this is - and | think the sponsor m sspoke when he said

the licensing fees would be approximtely $250 per
year. Qur best estimate for the population of
i nspectors that would be licensed in the state of

Al aska is just above 100 people. And if you take the
first year cost of $16,500 as indicated in the fisca
note and you divide that by 100 people, that drives the
i censing cost to over $800 per person. Not only that,
but you add on top of that that now requires bonding -
and what you've done is you've driven the overhead cost
for an inspector to well over $1,000 per year. That
noney is going to have to be paid for by sonmebody and
it will be the consuners and | don't see how driving
the cost of obtaining a house up significantly for a
consuner is a protection item

REPRESENTATI VE ROKEBERG interrupted to say the M. Bruu has the
wong information and testinony from the last three people are
from peopl e he has been dealing with for three or four years.

Frankly, |1 don't think anything wll satisfy these
people. As ny testinony indicated, this approxinate
$250 is going to be spread over 2,100 - 2,200 specialty
contractors. W' ve changed the bill. He's referring to
an old version - and the fact of the matter is the
distinctions between new construction and existing
construction is understood by ne and is acconmodated in
this bill. 'The requirenents of a honeowner or a | ender
will set the requirenents for the nature of the
i nspection and/or the individual inspector does.' All
he has is the requirenent that it be witten.

CHAl RMAN STEVENS said he didn't receive M. Bruu's fax and asked
himto send it again.

MR DAVID R ONENS, Omner, Owens Inspection Services, said he
lived in Alaska since 1962 and had been a building inspector
since 1983. He currently opposed the bill as witten and agreed
with the previous speakers regarding further «clarification
needing to be done to separate existing inspection and new
construction. He further agreed with M. Venuti who pointed out
that it is inportant to clarify what exam nation was required for
new construction and for existing construction, because they are
quite different. The conbination dwelling inspection test that
| CBO puts out is a nore appropriate one for new construction and
that is an inportant point.

MR OMNENS said that he is also opposed to repealing AS
18.56.300(c), which has inportant protection |anguage for the
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i nspector. It was put there 10 years ago by Al aska Housing so
they wouldn't be afraid to do their jobs on new construction by
bei ng bothered with frivolous lawsuits froma m nor oversight.

M5. ROBIN WARD, Al aska State Honebuil ders Associ ation, expl ai ned
that this is a conprom se docunent that industry has worked on
for the past three or four years. She believed this is a good
docunent. "The industries are equally unconfortable, but there is
a public benefit to the consunmer by this legislation.™

TAPE 02-26, SIDE B

SENATOR AUSTERVMAN asked why they limted the validity of the
i nspections to six nonths.

REPERESENTATI VE ROKEBERG said the concern is that changing
weat her conditions with the seasons could have an inpact on the
house. "They are trying to put people on notice that there is not
a length of tine to the report.™

SENATOR AUSTERMAN asked who he introduced the bill for.

REPRESENTATI VE ROKEBERG replied, "For the people of the state of
Al aska. "

He explained that they are repealing immunity that the inspectors
are granted under the |aw now under the Al aska Housing Finance
Cor por at i on.

Naturally they don't want to |loose that. That's what we
heard today. That's where the squeak is, because we're
renoving sone of the imunities people are operating
under to make sure they are responsible to the public.

REPRESENTATI VE ROKEBERG said that Al aska Housing has supported
this bill over the years.

SENATOR LEMAN asked on page 14, line 12 and on, regarding any
prohibition on an offer to deliver conpensation as inducenent or
reward to the owner of the property, if that would prohibit
soneone from engaging in traditional business of buying |unch or
giving a trinket.

REPRESENTATI VE ROKEBERG replied that it wouldn't.

SENATOR AUSTERMAN asked if there was a current |aw that requires
hone i nspectors.

REPRESENTATI VE ROKEBERG replied that required inspections are for

| ocal buil ding codes and Al aska Housing for new construction, not
for existing.
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MR ONENS said they are trying to regulate an activity,
i nspection, but he thought the question is are they really
regul ating the whole activity or just taking bits and pieces of
it.

That's what we're doing in this bill. W're not
regulating all people that do inspection work. A good
percentage of them 1'd say nore than 50% are going

unregul ated. It's just the people who do existing hone
i nspections and new hone inspections under Al aska
Housing and I'ma little bit unclear whether it would
include other new honme inspectors. And comrercial
i nspectors are left conpletely out of this, but you
want to regulate an activity, you should regulate the
whol e group of people who do inspection work.

CHAI RVAN STEVENS said it was his intent to nove this bill on with
stated concerns to the Judiciary Cormttee.

2:40 pm

SENATOR LEMAN noved to pass CSHB 27(FIN) from committee wth
i ndi vidual reconmendations. There were no objections and it was
so ordered.

#

#HB472
HB 472- PAWNBROKERS/ SECONDHAND DEALERS

CHAI RVAN STEVENS announced HB 472 to be up for consideration.

M5. LAURA ACHEE, staff for Representative Joe G een, sponsor of
HB 472, said that he has prepared a commttee substitute that she
woul d expl ai n.

She explained that there is a statute right now that requires
anyone who buys a secondhand article with the intent of reselling
it or takes a secondhand article as collateral on a |oan, not
i ncluding banks, to keep a record of every single article they
take in including the nanme of the person that they purchased it
from The bill lists what the articles would be rather than
saying any article - like articles with a serial nunber, article
with a resale value greater than $75 or article presented in a
| ot of 10 or nore, which would cover CDs and DVDs.

The bi ggest change in the bill is that in addition to keeping the
records now the secondhand dealers and contractors who conduct
t hese transactions would have to provide weekly reports to their
| ocal police agency or to the state troopers if they are outside
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of a nmunicipality. The version that passed out of the House has
every two weeks for reporting. After speaking wth [|aw
enforcenment personnel, Representative Geen felt that every two
weeks was not frequent enough to track stolen articles.

Representative Green wants to make it clear that the
intent of this bill is not as sonme peopl e have supposed
- that we found that there's a big problem wth
di shonest shopkeepers out there. In fact, that's not
the problem W've found every shopkeeper we've spoken
to has been very honest and upfront about the fact that
they check I.D. s and they don't want stolen property
in their stores. There are plenty of theft |laws on the
books that will help |aw enforcenent shut down any shop
keepers that were known to be taking in hot itenms and
fencing them Wat we're trying to do is nake it easier
for police to get the itens that are stolen back to the
peopl e to whom they belong and to al so have a record of
fol ks who are repeatedly stealing and selling itens to
be used during prosecution.

She said the next change fromthe version that passed out of the
House is in Section 6, the property-holding requirenment. The
House version says that pawn brokers have to hold itens for two
weeks before they could sell themallowing themtine to correlate
the reports of itens taken in with the reports of stolen itens.
The CS backs the holding period down a little bit to 72 hours
fromthe tinme that the report is submtted so they would have to
hold from the tinme they take it in until 72 hours after the
report is submtted. They have included secondhand dealers in the
hol di ng provi sions.

The next change is in part (b) of this section where it's nade
really clear that in the case of a pawed item the person who
pawned it may redeemthat itemw thin the hold period and not be
held to the hold period. AS 08.76.760 has an exenption. In Al aska
especially a lot of people own shops that cover a range of
services |ike secondhand dealers, pawn brokers, thrift stores,
etc. and they want to make it clear that if a deal er purchases an
itemfrom anot her deal er, purchases it at auction or purchases it
whol esal e, are not subject to the reporting |aws, because they
are not itens that are likely to be stolen or if they are
secondhand goods that cone from another dealer, they're presuned
to have been reported in the original transaction.

Anot her change in the CS is in section 1, the House version,
which said that they would record 'itens' that fall in these
categories. The CS nekes it clear that it refers to secondhand
itens.
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SENATOR AUSTERVMAN asked if they know what percentage of pawned
secondhand itens are hot.

MS. ACHEE replied that she didn't know that.

SENATOR AUSTERMAN noved to adopt the CS to HB 472 for discussion
pur poses. There were no objections and it was so adopt ed.

SENATOR AUSTERMAN said he assumed there was a big problem with
secondhand stores that requires these reporting restrictions.

MS. ACHEE explained that this bill canme from the fact that the
Muni cipality of Anchorage has a | aw that requires pawn brokers to
make weekly reports and it has been helpful in tracking stolen
itens. They have a constituent who had a nunber of itens stolen
and the Anchorage Police Departnent checked the |ocal stores and
couldn't find them They then thought the itens had gone out of
Anchorage to the Valley and sent an officer out once or twice to
check the records and all of the stores. Utimtely, the itens
were never recovered even though they had an idea of where they
went. This constituent thought a statew de reporting system woul d
i nprove the process. In Anchorage, alone, there is one police
of ficer whose entire job is checking pawn shops and secondhand
stores | ooking for stolen itens.

SENATOR TORGERSON said the only part of the bill he doesn't like
is the reporting every week to the Police Departnent. He asked
why they can't just go in and inspect the records, which existing
statute allows themto do.

M5. ACHEE replied that he was correct about the records already
being open to |aw enforcenent agencies, but there is a manpower
i ssue and they don't have the tine.

SENATOR TORGERSON asked how nany pawnbrokers and secondhand
stores are in Alaska that are required to report. Another
guestion he has was what happens when you have the nunicipal
police and the borough state troopers who both need it then. It
sounds to himlike it's a never-ending thing where everyone needs
to report.

M5. ACHEE replied that with regard to reporting, it would be to
the presiding jurisdiction. And if an item has to be recorded
when it's taken in and that's the only tinme it has to be
recorded. The volune of information going to police departnents
isn't going to change if you're reporting it weekly versus
reporting it every tw weeks.

It's going to be the sane nunber of transactions being
recorded. It's just how frequently the reports cone in.
In a situation, especially with hold requirenments that
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in the version that canme out of the House were
identical to the reporting tinmes, it gives the |aw
enforcenent no tinme to correlate their reports for
stolen property with these reports of itens that have
been pawned or sold to see if any matches occur unl ess
the frequency is greater.

SENATOR TORCERSON said he wunderstands the situation, but he
t hought it was an over-burdened position to put pawn brokers and
secondhand dealers in when their books are already open for
i nspection. "Also, this information is going to pile up in a
corner somewhere. | can't think they're going to have a dedicated
person | ook through this stuff to see if sonebody's serial nunber
or itemshows up on a list. Maybe they wll."

MR.  NORM BLAKELY, Alaska Trading and Loans on the Kenai
Peninsula, said he had sone questions about this bill. He
voluntarily does this in his shop on the Peninsula for about
three or four nonths and finally their officer told them that
they just didn't have the manpower to take care of the reports
and go through them So they no |onger needed to do it. He said
that his was the only shop that volunteered to do the reports and
that there were others that didn't. He didn't see how this would
wor k.

MR. BLAKELY al so said that nost of the tinme what happens in these
cases that he can see are fam |y disputes. He thought they should
think this bill through and nake it a little nore equitable for
everyone.

SENATOR TORGERSON asked if he gave his information to the
troopers as well as the Gty of Sol dotna.

MR. BLAKELY replied that Chief Gfford was in the |oop they were
working with and the troopers were supposed to cone by and pick
them up, but they didn't have the tine to do it. Nobody canme by
to pick the reports up and it was tinme consum ng to do.

LI EUTENANT JULIE GRIMES, Departnment of Public Safety, said she
t hought the bill was "a step in the right direction.”

People who are victins of theft would benefit fromthe
way this bill is witten and |law enforcenent wll
definitely have an easier time in doing their job
identifying stolen property that has been pawned and
then trying to get it back to the rightful owner, but
nore inportantly actually identifying who has the
prof essional stolen itens and trying to nake arrests
and do a good case investigation. W do believe it is a
step in the right direction.
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SENATOR TORGERSON asked if his concern about the volune of
information that m ght be com ng was a concern of hers.

LI EUTENANT GRI MES repli ed:

I'"'m not going to represent that we have scads of
resources that could be dedicated to it right now, but
at the sanme tine, it is not something that wll sit in
the corner. | understand your concern. The information,
for instance, | think there's four or five shops in
Mat-Su Valley, the information that they would provide
woul d cone in electronically or by hard copy paper to
the trooper office and it would be - it's not a big
chore to categorize and file it - and those troopers
wor ki ng burgl aries would certainly have access to that.
We'd be going through it. Wen you' ve got a case going
and you're trying to determ ne where the property m ght
be, that's just part of your investigation - is to
check that stuff. So, it's certainly not going to go
away. That information is real valuable and it would be
attended to by the troopers or other |aw enforcenent
departnents that have active...

SENATOR TORERGSON said that it is a class A msdeneanor if the
guy knowi ngly violates that section. "I just have a problem w th
that."

CHAI RVAN STEVENS said the bill says a lot of the recording wll
now be done by data based managenent and asked if that would help
them access the information with | ess nmanpower. "Do you envi sion
devel opi ng sone sort of data based managenent for that?"

LI EUTENANT GRIMES replied that right now the Departnent doesn't
have the resources to actually create a state wide information
managenment system but it is sonething they could work towards in
the future. "For now we woul d probably use just a hard copy file
and a trooper actually reviewmng those files looking for his
evi dence. "

SENATOR AUSTERMAN asked how she anticipated the interaction
between the Anchorage Police Departnent and the Alaska State
Tr oopers.

LI EUTENANT GRIMES replied that she didn't think the interaction
between the |aw enforcenent agencies was a problem Currently,
property crines investigators all over the state network wth
each other, because they realize how quickly stolen itens can
| eave their city and be pawned in another city.
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SENATOR AUSTERMAN asked if she knew the percentage of hot itens
that is involved.

LI EUTENANT GRI MES replied that she couldn't give himan accurate
answer .

SENATOR LEMAN said it would be to everyone's advantage to have a
web page with the standardi zed format so people could submt this
i nformation el ectronically.

| can't imagine getting all this hard copy.l think
you'd be better off to pay the secondhand dealers in
the pawn shops $1 if they submt a report
el ectronically according to the right format to provide
an incentive to them and be noney ahead.

He said he knows they nean well.
CHAI RVAN STEVENS sai d he thought that was a valid point.

M5. ACHEE said she thought Representative Geen would whole
heartedly support a data based system but this just isn't the
right fiscal year to be asking for nore noney.

SENATOR AUSTERMAN said he didn't see where it says they need to
mai ntain the records for one year and it tal ks about a seven-day
period. He asked if that was for the new itens.

M5. ACHEE replied that new itens are not explicitly stated, but
that's not the intent, which is that only the new records since
the last report need to be recorded. She said that could be
clarified.

MR. BLAKELY commented that he had no problem with Representative
Green's concern that famlies get their property returned to
them but if then they need to think about restitution for the
peopl e who have purchased the property. This has been a real
probl em that shoul d be addressed.

M5. ACHEE responded that without this bill, if an individual
finds an itemin a store that they can legitinmately clai mbel ongs
to them and the police recover it, they'll get it back and the
shop keeper will unfortunately be out the noney. Under this bil

the shop owner could bring a civil action against the person who
took it and gave himtheir nanme and age.

SENATOR AUSTERMAN said he was having a hard tine with this bill
especially if it stays in the sane formit's in now
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| think it steps too far out on the linb of creating
new laws that create new work that are a burden on
everybody. Unless they can show ne that this is really
a big problemthat we need to address through creating
new laws, I'mgoing to have a hard tinme noving this out
of conmttee.

CHAI RVAN STEVENS said they would hold the bill
#

#HB393
HB 393- SALES OF BUSI NESS OPPORTUNI TI ES

CHAI RVAN STEVENS announced HB 393 to be up for consideration.
REPRESENTATI VE GARY STEVENS, sponsor of HB 393, said this is a

consuner bill introduced at the request of the Departnment of Law.
He said the idea is to protect Al askans from lots of consuner
scans that are out there (called "busops" - short for business

opportunities). He just received about 25 exanples from Edna
March, a Juneau | ady, of "business opportunities.”" He said they
are targeted toward people who are over 50, those who have to
stay at hone, etc.

This bill is not intended to harm any legitimte
busi nessman, but it does place requirenents on those
that may not be quite on the up and up. The busops are
very high pressure as you'll see from readi ng through
sone of these..They prom se huge earnings; they scamthe
vul ner abl e anong us...

HB 393 requires that the busops register with the state so they
can find them Right nowthey can't locate them It also requires
them to disclose information to the buyers, they would have to
use an escrow account to make sure that things people buy
actually arrive and gives the custonmer the 30 day right of
cancellation. He said that about half the states have simlar
regul ations and his bill exenpts the legitinmte businesses they
are famliar wth, |like Avon and Ammnay and Mary Kay.

If they don't pass this bill, these scans will continue and it
will take a great deal of time and noney to track them down. It
will protect Al aska businessnmen and wonen and wll let the

Department of Law take preventative action before people are
scammed.

SENATOR LEMAN said they had tal ked privately about this and his
opinion is that the change nmade on the House floor on page 13,
lines 5 - 8, are unnecessary and probably damage this
| egislation. He intended to offer an anmendnent at the appropriate
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time to delete it. Another itemis that he thought they should
rai se the exenption from $250 to $500, as it is in other states.
Finally, after reviewing sone letters that he received, he said a
|l ot of these are legitinmte businesses and the exenptions in |line
15 - 17 don't cover them adequately. "You say they do; they say
they don't. | want to make sure that gets clarified.”

Sonmeone pointed out that product inventory may be sold to the
buyer at sonething other than a whol esale price and that nmay then
cause that exenption not to activate.

TAPE 02-27, SIDE A

REPRESENTATI VE STEVENS said the anendnent on page 13, line 5,
begins with "except"” and that establishes an aggregate up to
$10,000. He has a hard tine defending that and wouldn't be
concerned if they deleted it.

The $250 - $500 is nore interesting. Sone people have told him
that there shouldn't be any level and, if people are scamred

they should be protected whatever the anmount is over. But he
t hought that you have to draw a |ine sonmewhere and he thought
$250 was a reasonable line to draw. If you draw it at $500, you
woul d have a lot of conpanies who are targeting people at $495
and still do quite well financially, but be taking advantage of
| ots of people. They have found states that have gone to the
hi gher figure of $500, but now wi sh they were at $250.

On Senator Leman's third point regarding the exenption on |ines
15 - 17 he explained that those were legitimte businesses |ike
Mary Kay and Avon. He understands this does indeed protect those
people and takes them out of this section entirely saying he
tal ked extensively with the Direct Sellers Association and they
agreed that this section does exenpt the direct sellers.

SENATOR TORGERSON asked if the Attorney General was the one who
brings the conplaint in relation to the court rule anmendnents
copies section (page 17). He asked if they are assum ng somneone
el se brings the conplaint.

M5. CYNTHI A DRI NKWATER, Assistant Attorney GCeneral, said the
indirect court amendnents they are referring to specifically
address AS 45.6.120. Wen you look at that section of the bill

you'll see that that is a reference to clains against the escrow
account. These conplaints nost likely would be brought by a
purchaser of busop who had been defrauded and the departnent
wants copies of those conplaints. Simlarly, in the preceding

section there is also a requirenent that sellers who do escrow
accounts provide notice of where those escrow accounts are to the
Department of Law. This section is just for an additional
tracki ng mechani sm

SENATE L& C COWM TTEE -19- April 30, 2002



CHAI RMAN STEVENS asked her to address the concern about the $500
t hr eshol d.

M5. DRI NKWATER said that originally they had requested a $200
threshol d because they wanted to provide as nuch protection for
consuners as they could while at the sane tine recognizing that
there has to be a dimninmous |level where it wouldn't be cost
effective for the departnent to nonitor all these kinds of
busi ness opportunities. This is a line that is based on what
other states have done, although $200 is at the |ower end.
However, nine states have thresholds of $200 - $300. Thirteen
states have a $500 threshol d amount. A nodel Business Qpportunity
Act has a $250 ampunt. Several states have started with either
$500 or $300 threshol ds and have found that it is advantageous to
consuners to lower it to $250.

SENATOR AUSTERMAN asked if they pass this law, could he call the
Departnment of Law to see if the stack he was just handed were
| icensed to do whatever in the state.

M5. DRI NKWATER said yes. The registration requirenent would work
simlar to the telemarketing statute that's in effect now, as
well as our charitable organization statutes. In both of those
cases there is a requirenment that solicitors register with the
departnment. That information is available on their website, so
consuner can look it up and see which tel emarketers, charities or
solicitors are registered.

SENATOR AUSTERMVAN asked what happens if they are not registered.

MS. DRI NKWATER replied then it would be reasonable to think that
activity wouldn't be a good idea to be involved in.

SENATOR AUSTERMAN said his point is what does the departnent do
when sonmeone isn't registered.

M5. DRI NKWATER responded that they would probably first of all
send out a cease and desist letter, which inforns the business
entity that they are in violation of a law and that they have to
be registered in the state. Sonetines they get i medi ate response
and sonetines they don't. Depending on the conplaint that's
filed, they would take additional action. "One of the advantages
of this legislation is that it would give us an ability to take
action prior to consuners |oosing noney.."

REPRESENTATI VE STEVENS said that soneone asked about page 13,
nunber 5, which gives an exenption for the legitimte Mary Kay
type of business and asked her to comment.

M5. DRI NKWATER sai d:
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Alnmost all the other states that have a business
opportunity registration statute |like this one have an
exenption that is designed to exenpt out direct sellers
such as we've been discussing. The |anguage in our
proposed statute is very simlar to every other state.
It's also | anguage that the direct sellers requested be
included in a federal trade comm ssion rule on business
opportunities and franchises. Certainly our intent is
to provide an exenption that would allow Mary Kay fol ks
and Tupperware folks to carry on their business...

SENATOR LEMAN noved on page 13, line 5, to delete everything from
the conmma following the $250 up to the sem colon and asked for
unani nous consent. There were no objections and it was adopt ed.

CHAI RVAN STEVENS expl ai ned that the anmendnent returned the bil
to its original state as it came to the House Judiciary
Commttee. He said they would set the bill aside until Thursday
and adjourned the neeting at 3:30 pm
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