HOUSE FI NANCE COVM TTEE
March 24, 2004
1:39 P M

TAPE HFC 04 — 66, Side A
TAPE HFC 04 - 66, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:39 P. M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft
Representati ve Hugh Fate
Representative Ri chard Foster
Representative M ke Hawker
Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

None
ALSO PRESENT

Representati ve Peggy W son; Ri ck Urion, Director
Cccupational Licensing, Departnment of Community and Econom c
Devel opnent ; Johanna Bal es, Audi t or, Tax Di vi si on,

Departnent of Revenue; Kathy Hansen, Executive Director,
Sout heast Al aska Fishernmen’s Alliance, Juneau; Pat Davi dson,
Legi slative Auditor, Legislative Audit D vision

PRESENT VI A TELECONFERENCE

M. Ken Duckett, Executive D rector, Southeast Al aska
Gllnetters; M. Brennon Eagle, Wangell

SUMVARY

HB 444 An Act relating to direct marketing fisheries
busi nesses, to the fisheries business tax, and to
liability for paynment of taxes and assessnents on
the sale or transfer of fishery resources; and
providing for an effective date.

HB 444 was heard and HELD in Commttee for further
consi derati on.

House Fi nance Committee 1 03/ 24/ 04 1:39 PM



HB 424 An Act relating to review of regul ations under the
Adm ni strative Procedure Act by the Legislative
Affairs Agency; and providing for an effective
dat e.

CS HB 424(JUD) was REPORTED out of Conmttee with
i ndi vidual recomendations and two zero fiscal
notes and one indeterm nate fi scal note.

HB 464 An Act extending the term nation date of the Board
of Certified Real Estate Appraisers

HB 464 was heard and HELD in Commttee for further
consi derati on.

SB 291 An  Act extending the transition period for
activities involving unstanped cigarettes; and
providing for an effective date.

SB 291 was heard and HELD in Conmttee for further
consi derati on.

#HB444
HOUSE BI LL NO. 444

An  Act relating to direct mar keting fisheries
busi nesses, to the fisheries business tax, and to
liability for paynent of taxes and assessnents on the
sale or transfer of fishery resources; and providing
for an effective date.

REPRESENTATI VE PEGGY WLSON explained that HB 444 is the
conpanion bill to Senator Stedman’s SB 286. The House
Special Commttee on Fisheries recommended the |egislation.
It intends to encourage val ue-added processing and direct
mar keting for local fishernen. It would |lower their tax from
5% to 3% because the current tax structure discrimnates
against small boat fishernmen who process and market their
own catch directly. These fishernen are taxed at the sane
rate as the large floating processors. The bill also
clarifies that the tax is to be charged on the whol esal e and
not the retail value of the product.

| AN FI SK, STAFF TO SENATOR BERT STEDMAN, expl ained that the
change in the tax rate from 5% to 3% for direct marketers
would bring the mainly Al askan vessels into line with the
rate paid by the shore plants. He said that because the
vessel s operate out of Al askan communities where they spend
noney to re-supply, it is felt to be the fair rate to tax
smal | businesses. Inportantly, it changes the point of
taxation. Currently the processor pays the fisheries
busi ness tax based on the grounds price, or the price the
fisherman receives on delivering to the dock. The direct

House Fi nance Committee 2 03/ 24/ 04 1:39 PM



marketer’s tax is assessed at the first point of sale
further down the supply chain, and it's often the retai
price or the second wholesale price. He pointed out that
it’s a disincentive to add value to the resource.

M. Fisk explained that the bill rectifies the due dates for
all taxes that direct market businesses have to pay.
Currently the businesses pay the Fisheries Business Tax
collected no later than April 1 of the follow ng year. A

salnon fisherman is responsible for the enhancenent tax for
hatcheries and the salnon marketing assessnents that are
currently collected nmonthly. This bill sinplifies their
accounting and tax paynent systens.

M. Fisk pointed out that the bill applies to vessels of 65
feet and less, and it confornms to one of the |icenses from
the Departnent of Environnental Conservation. The bil

applies only to product caught and sold by the sane
fisherman. In terns of fiscal inpacts, the bill is revenue
neutral. He concluded that the bill would |evel the playing

field to enable snmall businesses to take advantage of direct
mar ket s.

Representative Foster referred to the fiscal note and asked
whet her the funding of the Tax Technician Il position is $25
thousand. M. Fisk affirmed, and said that it will be $25
thousand in the first year because it wll be the first year

the tax will be collected. It is not required to be a year-
round position. The position the Departnent is requesting is
reflected in the $50.2 figure. Represent ati ve Foster asked

if it would cost the state $50 thousand a year to save the
fishermen noney. M. Fisk replied that the Departnent of
Revenue felt it would be needed to assure conpliance wth
the new | aw.

KEN DUCKETT, EXECUTIVE DI RECTOR, UN TED SOUTHEAST ALASKA
G LLNETTERS, VI A TELECONFERENCE, expressed strong support
for the bill. He said that the fishernen have experienced a
nunber of seasons of very low prices and they are working to
survive by attenpting to add value to their catch. He felt
that this bill would facilitate that. He referenced their
| etter of support (copy on file.)

BRENNON EAGLE, VI A TELECONFERENCE, WRANCELL, expl ained that
he has direct-marketed salnon, halibut and shrinp for 12
years. He expressed strong support for both parts of the
bill to define the value and lower the tax rate to put
fishermen on an equal footing with shore-based processors.
He expressed that this bill is part of the solution and it
is inportant to pass it this year to encourage this segnent
of the industry.

KATHY  HANSEN, EXECUTI VE Dl RECTOR, SOQUTHEAST  ALASKA
FI SHERVEN' S  ALLI ANCE, JUNEAU, stated that the Sal non
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I ndustry Task Force has worked intensively on this
| egi slation during the past two years. It is a conprom se
bill resulting from work with industry, processors and all
three agencies involved in direct marketing. She said that
it is a tightly woven conprom se that had unani nous support
from the Salnon Industry Task Force, and it basically
involves tax parity and a better business environnment for
smal | busi nesses.

HB 444 was heard and HELD in Commttee for further
consi derati on.

#HB424
HOUSE BI LL NO. 424

An Act relating to review of regulations under the
Adm ni strative Procedure Act by the Legislative Affairs
Agency; and providing for an effective date.

Co-Chair WIIlians announced that the sponsor of HB 424 had
agreed to zero out the fiscal notes.

Co-Chair Harris MWED to report CS HB 424(JUD) out of
Commttee with the acconpanying fiscal notes and i ndividual
recommendations. There being NO OBJECTION, it was so
or der ed.

CS HB 424(JUD) was REPORTED out of Commttee with two zero
fiscal notes, one indetermnate fiscal note, and individual
recommendati ons.

#HB464
HOUSE BI LL NO. 464

An Act extending the term nation date of the Board of
Certified Real Estate Appraisers.

PAT  DAVI DSON, LEA SLATI VE  AUDI TOR, LEG SLATIVE AUDI T
DI VI SION, explained that the D vision has done a review of
the Board and has recommended its extension for a period of
four years, to June 30, 2008. The Division has no
operational recomendations for the Board. She noted that
the licensing for real estate appraisers is found in the
federal regulations in response to the congressional 1989
Financial Institutions Reform Recovery and Enforcenent Act.
The intent of the Act was twofold: to ensure that federally
related transactions, or nortgages having involvenent by
Freddie Mac and Fannie WMae, would be conpleted by real
estate appraisers who nmet mnimum qualifications; and
secondly, that the appraisals were conducted in conpliance
w th uni form st andards.

Representati ve Foster asked how often the Board neets. M.
Davi dson was unsure, but thought it was twice a year.
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Representative Foster asked if the fiscal note reflected the
Board’s travel and per diem Ms. Davi dson expl ai ned that
the Board s costs include |icensing, the |icensing exam ner,
travel and per diem and costs related to investigative
functions. Representative Foster asked if appraisers pay a
| icensing fee each year. Ms. Davidson answered that fees
for occupational |icensing are on a biannual basis.

Representative Fate questioned why the revenue of the Board
dropped from $77 thousand to $18 thousand in the year
spanni ng 2001-2002. Ms. Davidson replied that it reflects
t he bi annual 1icensing. The big influx of revenues during
the year of licensing drops during the year it’'s carried
forward. The Dvision has analyzed the Board on the
cunul ative 2-year basis when considering if the fee covers
its costs. She referred to page 12 of the report (copy on
file), noting that the schedule shows a cunulative deficit
for the Board. M. Davidson pointed out that the renewal
fees have been increased, which is expected to increase
revenues by 45%to sufficiently address the deficit.

RICK URION, DI RECTOR, DIVISION OF OCCUPATI ONAL LI CENSI NG,
DEPARTMENT OF COVWERCE & ECONOM C DEVELOPMENT, commented
that the bill extends the Board. He brought up a
housekeepi ng anmendnent for the conmttee’ s consideration.

Co-Chair Harris pointed out that only the Co-Chairs had
copies of the anendnent. Co-Chair WIIlians advised that
anmendnents nust be provided to the conmttee the day before
the hearing on a bill

M. Uion explained that the bill’s sponsor didn't know t hat
the bill would be heard in the commttee today.

Co-Chair Harris MOVED to ADOPT Anendnent 1. Co- Chair
WIlians OBIJECTED.

Co-Chair WIIlians announced that HB 464 would be nobved to
the bottom of the cal endar.

#SB291
SENATE BILL NO._ 291

An Act extending the transition period for activities
i nvol ving unstanped cigarettes; and providing for an
effective date.

SENATOR CON BUNDE explained that the bill addresses the
unfair treatnent of tobacco product retailers conducting
| egiti mate business. The Legislature passed a tobacco tax
and subsequently also required cigarettes to be stanped to
track who was paying the tax, so that legitimate retailers
would not be at a financial disadvantage to the black
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mar ket. The original |egislation gave the retailers a 90-day
w ndow to dispose of unstanped stock when the |egislation
passed. It appeared to be an adequate tinme period because
manuf acturers previously had a policy that any excess stock

could be returned to the manufacturer. The nanufacturers
have since ended that practice, putting the burden on the
Al askan retailers. The bill would extend the deadline from

March 31 to June 30, 2004 for holding unstanped cigarettes.
It is an adequate tinme period for selling unstanped
cigarettes. Senator Bunde said that if the bill does not
pass, the retailers’ unstanped stock woul d be confi scat ed.

Representative Fate asked if the sponsor had studied the
turnover rate of cigarette sales, and whether June 30, 2004
is an adequate tinme period for the depletion of the stock
Senat or Bunde deferred to Ms. Bal es.

JOHANNA BALES, AUDI TOR, TAX DI VI SI ON, DEPARTMENT OF REVENUE,
noted that she is also the Program Manager for the Ci garette
and Tobacco Products Tax, and has worked in this tax type
since 1997. She explained that the normal shelf life for
cigarettes is 4-6 nonths, so given the additional 90 days in
the bill; the retailers would have a full six-nonth period
since the cigarette stanp legislation was enacted. She
anticipated that sone retailers would still have product on
hand, but nost retailers indicated that the additional 90-
day period would be sufficient.

Co-Chair Harris asked if this would allow for a $1 a pack
tax increase on stanped cigarettes. Senator Bunde replied
that he doubted it, considering the bill title.

Representati ve Hawker guesti oned why t he cigarette

manuf acturers’ |iberal return goods policy has changed. Ms.
Bales replied that the Tobacco Master Settlenent Agreenent
has driven the return goods policy. In the past, the

manuf acturers allowed distributors and retailers to return
product for the retail price on the day it was returned
regardl ess of what they paid for it. One manufacturer told
Ms. Bales that the return goods policy was felt to be
“l'iberal to the point of stupidity.” The return goods policy
changed after SB 168 was signed into |law, wthout notice
that this woul d happen.

Vice-Chair Meyer requested clarification that the tobacco
conpani es’ decision not to take product back is not related
to the passage of the tobacco stanp and relates instead to
the Master Settlenent, and asked if it is happening in other
states. M. Bales affirned that it has been instituted
nat i onw de. She explained that the Division tried to work
with the manufacturers to allow a wi ndow to take product
back after the stanp was enacted, but the manufacturers were
concerned that it would set a precedent with other states.
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Vi ce-Chair Meyer asked how nuch inventory would need to be
sol d. Ms. Bales was wunsure. She pointed out that the
Division came to a conpronmse with the manufacturers who
agreed to take product back tenporarily, allowng the
D vision under statute to give a credit to the distributors
but not to the retailers. The D vision believed that the
retailers would be given a full 90-day period, but the
retailers have continued to get unstanped product from the
distributors who used the initial 90-day period to sell off
their unstanped product. The retailers haven’'t been given a
90-day period like the distributors. The D vision has been
given assurances by the distributors that all of their
product will be stanped by the end of March 2004.

Vice-Chair Meyer asked how it is known that 90 days is
enough time for retailers to sell the product. M. Bales
admtted that it would not be enough time for all of the
retailers. The Division told the retailers that they could
have “fire sales” and reduce their prices wthout violating
the mninmumpricing laws that were enacted at the sane tine.
The retailers she had spoken wwth felt that 90 days woul d be
adequat e.

Vice-Chair Meyer asked if Alaska Bush retailers would be
adversely inpacted by selling by July 1 if they had
stockpil ed product. WM. Bales replied that she had received
about 100 calls from across the state indicating that the
90- day extension woul d be an adequate anmount of tine.

Senator Bunde clarified that the intent of the bill is to
ensure that the tax | aws are enforced, because an open-ended
extensi on would all ow some businesses to circumvent the tax
| aws, an unfair advant age.

Vice-Chair Meyer agreed with collecting the tax as soon as
possi bl e, stating that it should be inplenented i nmedi ately.
He questioned the tine period of the extension, and
disagreed with allowwng a “fire sale” because it would not
di scourage ki ds from snoki ng.

Senat or Bunde expressed that a “bonfire sale” m ght be good.
He pointed out that the distributors have noved their
unst anped product, so it involves a lower volune of
cigarettes at the retailer |evel.

Vi ce-Chair Meyer asked if the extent of the black nmarket is
known and how much product is bought off the Internet. M.
Bal es replied that the Division has sone prelimnary data on
the nunber of stanps sold over the past few nonths, which
would yield an increase in cigarette tax revenues if the
current rate holds steady. She said that she has talked to
retailers who have been buying product on the Internet and
violating the tax laws for years, as well as not getting the
stanp affi xed.
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Representative Chenault commented that he knows a person who
received a bill fromthe Departnment of Revenue a year after
buying cigarettes over the Internet. He asked if retailers
are required to turn in nanes of persons who buy cigarettes
over the Internet. M. Bales affirned. Representative
Chenault voiced that he did not think Internet sales pose a
maj or probl em Currently he could have cigarettes sent to
him from out of state w thout paying any tax, and run the
very small risk of prosecution for snuggling. The State
wants to ensure that it gets every dollar for every pack of
cigarettes sold in the state, which he inplied is the rea
reason the state has chosen to stanp cigarettes.

Senator Bunde clarified that the stanp sinply allows
enf or cenent of the current I aw. He agreed wth
Representative Chenault that the incentive behind raising
the tax is to mke snoking nore expensive and |ess
attractive.

Vice-Chair Meyer comented that his concern pronpting the
guestion about the black market related to receiving an
emai| nessage saying, “start snmoking now and get cheap
cigarettes.” He asked if mlitary bases are exenpt. M.
Bales affirned. Vice-Chair Meyer asked how it works if a
menber of the mlitary lives off base. M. Bal es explained
that federal |aw prohibits the State from taxing sales to
the mlitary, but there is a mandate to the mlitary to sel
cigarettes at no less than 90% of the surrounding market.
She had been in stores on base and observed that the prices
are not significantly different than retail prices. Ms.
Bal es said that the Departnent doesn’'t see a problem with
the mlitary.

Vice-Chair Meyer asked if the stanp applies to chew ng
tobacco, snuff and pipe tobacco. Ms. Bal es expl ai ned that
the stanps are not affixed to other tobacco products because
all cigarette packages are about the sane size, while other
products are of varied size. She was not aware of any ot her
state requiring a stanp on tobacco products other than
cigarettes.

SB 291 was heard and HELD in Commttee for further
consi derati on.

#HB464
HOUSE BI LL NO. 464

An Act extending the term nation date of the Board of
Certified Real Estate Appraisers.

Co-Chair WIllianms noted the previous notion on Arendnent #1,
and he asked M. Urion to explain the anmendnent.
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RICK URION, DIRECTOR, DI VISION OF OCCUPATI ONAL LI CENSI NG
DEPARTMENT OF COMVERCE & ECONOM C DEVELOPMENT, expl ai ned
that the proposed anmendnent attenpts to solve a |ong-
standing issue with the Departnent. The anendnent was in a

bill that the CGovernor intended to introduce |ast session
before other l|egislation assuned priority. The anendnent is
not currently in a bill. M. Uion said that the D vision

of QOccupational Licensing is mandated by |law to charge fees
for any profession that it licenses, and the fees cover the
costs of regulation. It has been assuned that fines for
prof essional violations are included in those fees, but M.
Uion pointed out that the law does not allow for this

Al t hough the collected fines have always been divided anong
occupations, the Division has been told that it cannot use
those fines under the current ethics law, and that it may be
in violation of that |aw

M. Uion continued explaining that the proposed anmendnment
allows the division to continue its practice, and every
| icensed professional in the state supports it. He
expl ai ned that disciplinary action involving hearing
officers, investigators and attorney generals is one of the
bi ggest expenses borne by each profession. He said that it
only seens fair that the professions should also reap the
benefits of the fines arising from those actions. He noted
that the annual average is $66 thousand, and the I|icensing
of thousands of people reaps a tiny benefit. The anendnent
woul d allow the Division to take the fines it collects from
a profession and add them to the fees charged for the
| i cense.

Amendnent #1 reads:

23-LS1706\ A 1

M schel
AMENDMENT
OFFERED | N THE HOUSE BY REPRESENTATI VE SAMUELS
TGO HB 464
Page 1, line 2, follow ng "Appraisers":
Insert "; and relating to occupational |icensing fees

and receipts”

Page 1, following line 3:
Insert new bill sections to read:
"* Section 1. AS 08.01.065(c) is anended to read:
(c) The [EXCEPT AS PROVIDED IN (f) - (i) OF TH'S
SECTI ON, THE] departnent shall establish fee |levels
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under (a) of this section so that the total anmount of
fees, together with the fines and penalties collected
for all occupations requlated by a board [ AN
OCCUPATI ON] approxi mately equals the total actual
[ REGULATORY] costs of the board and the departnent for
all occupations requlated by that board [ FOR THE
OCCUPATION]. If the departnent requlates nore than one
occupation under another chapter of this title, the
departnent shall establish the fee levels so that the
total anmount of fees, together wth the fines and
penalties collected by the departnent for al
occupations requlated by the departnent under that
chapter, approximately equals the total actual costs of
the departnent for all of the occupations requl ated by
the departnent under that chapter. The departnent
shall annually review each fee | evel to determ ne
whet her the [ REGULATORY] costs for the rel evant
occupations [ OF EACH OCCUPATI ON] are approxi mately
equal to the fines, penalties, and fee collections
related to those occupations [ THAT OCCUPATION]. If the
review indicates that the fines, penalties, and [AN
OCCUPATION S] fee collections [ AND REGULATORY COSTS]
are not approximtely equal to the costs for the
rel evant occupations, the departnment shall cal cul ate
fee adjustnents and adopt regul ations under (a) of this
section to inplenment the adjustnments. In January of
each year, the departnent shall report on all fee
| evel s and revisions for the previous year under this
subsection to the office of managenent and budget. |If
a board regul ates an occupation or group of occupations
covered by this chapter, the departnent shall consider
the board' s recommendati ons concerni ng occupati onal
[ THE OCCUPATION' S] fee levels and [ REGULATORY] costs
before revising fee schedules to conply with this
subsection. [IN TH S SUBSECTI ON, "REGULATORY COSTS'
MEANS COSTS OF THE DEPARTMENT THAT ARE ATTRI BUTABLE TO
REGULATI ON OF AN OCCUPATI ON PLUS

(1) ALL EXPENSES OF THE BOARD THAT REGULATES
THE OCCUPATI ON | F THE BOARD REGULATES ONLY ONE
OCCUPATI ON;

(2) THE EXPENSES OF A BOARD THAT ARE
ATTRI BUTABLE TO THE OCCUPATI ON | F THE BOARD REGULATES
MORE THAN ONE OCCUPATI ON. ]

* Sec. 2. AS 08.01.065(f) is anmended to read:

(f) [NOTW THSTANDI NG (c) OF THI S SECTI ON, THE
DEPARTMENT SHALL ESTABLI SH FEE LEVELS UNDER (a) OF THI S
SECTI ON SO THAT THE TOTAL AMOUNT OF FEES COLLECTED BY
THE STATE BOARD OF REGQ STRATI ON FOR ARCHI TECTS,

ENG NEERS, AND LAND SURVEYORS APPROXI MATELY EQUALS THE
TOTAL REGULATORY COSTS OF THE DEPARTMENT AND THE BOARD
FOR ALL OCCUPATI ONS REGULATED BY THE BOARD.] The

departnent shall set [THE] fee levels under (a) of this
section [ FOR THE | SSUANCE AND RENEWAL OF A CERTI FI CATE
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OF REQ STRATI ON | SSUED UNDER AS 08. 48. 211] so that the

fee levels are the sane for all occupations regul ated

by the State Board of Registration for Architects,

Engi neers, and Land Surveyors under AS 08.48 [ BOARD].
* Sec. 3. AS 08.01.065(g) is anended to read:

g) [ NOTW THSTANDI NG (c) OF THI S SECTI ON, THE
DEPARTMENT SHALL ESTABLI SH FEE LEVELS UNDER (a) OF THI S
SECTI ON SO THAT THE TOTAL AMOUNT OF FEES COLLECTED BY
THE DEPARTMENT FOR ALL OCCUPATI ONS REGULATED UNDER
AS 08. 11 APPROXI MATELY EQUALS THE TOTAL REGULATORY
COSTS OF THE DEPARTMENT FOR ALL OCCUPATI ONS REGULATED
BY THE DEPARTMENT UNDER AS 08.11.] The depart nent
shall set [THE] fee levels under (a) of this section
[ FOR THE | SSUANCE AND RENEWAL OF LI CENSES | SSUED UNDER
AS 08. 11] so that the fee levels are the sanme for al
occupations regul ated by the departnent under AS 08. 11.

* Sec. 4. AS 08.01.065(i) is anmended to read:

(i) [NOTW THSTANDI NG (c) OF THI' S SECTION, THE
DEPARTMENT SHALL ESTABLI SH FEE LEVELS UNDER (a) OF THI S
SECTI ON SO THAT THE TOTAL AMOUNT OF FEES COLLECTED BY
THE DEPARTMENT OF COVMUNI TY AND ECONOM C DEVELOPNENT
FOR SPECI ALTY CONTRACTORS, HOVE | NSPECTORS, AND
ASSCCI ATE HOVE | NSPECTORS APPROXI MATELY EQUALS THE
TOTAL REGULATORY COSTS OF THE DEPARTMENT FOR THOSE
THREE REG STRATI ON CATEGORI ES.] The departnent shal
set [THE] fee levels under (a) of this section [ FOR THE
| SSUANCE AND RENEVWAL OF A CERTI FI CATE OF REG STRATI ON
| SSUED UNDER AS 08. 18] so that the fee levels are the
sanme for specialty contractors, hone inspectors, and
associ ate hone inspectors under AS 08.18 [ALL THREE OF
THESE REG STRATI ON CATEGORI ES] and so that the fee
| evel for a honme inspector with a joint registration is
not different fromthe fee level for a home inspector
who does not have a joint registration. 1In this
subsection, "joint registration” has the neaning given
in AS 08.18.171."

Page 1, line 4:
Del ete "Section 1"
| nsert "Sec. 5"

Page 1, following line 6:
Insert new bill sections to read:
"* Sec. 6. AS 37.05.146(c)(24) is anended to read:

(24) receipts of the Departnent of Conmunity
and Econom ¢ Devel opnent under AS 08.01.065 and from
fines and penalties collected in licensing and
disciplinary actions for occupations under AS 08.01.010
[ AS 08.01.065(a), (c), AND (f)];

* Sec. 7. AS 08.95.920 is repealed.™
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Co-Chair Harris questioned how it would differ from the
courts’ decision that their collected fines go directly to
the General Fund to be appropriated by the Legislature.

TAPE HFC 04 - 66, Side B

Co-Chair Harris continued, asking for clarification that
when the Division inposed a fine, the fine returns for use
by the Division rather than appropriation by the
Legislature. M. Urion affirned.

PAT  DAVI DSQON, LEG SLATI VE AUDI TOR, LEG SLATIVE AUDI T
DIVISION, replied that M. Uion brought up an issue that
concerns the Legislative Audit Division relating to
including the fines. She noted that there are a couple of
boards with fewer than 30 licensees, and a fine of a couple
t housand dol |l ars spread across only 25 or 30 |icensees would
mean a benefit of only a couple hundred dollars to the board
whi ch decided to inpose the fine. The concern is that a
conbination of a certain board and a certain fine could
rai se questions about the Executive Branch Ethics Act.

Wth regard to the <concern about other statutes, M.
Davidson said it is her understanding that inposing a fine
must take place through a due process conducted by an
unbi ased individual. OQherwise, it may end up in court on
the allegation that the board can’'t inpose a fine that is so
high that the board may appear to benefit from it. M.
Davi dson said that those are the only argunments she has
heard with respect to including the fines in the cal cul ation
of the fees.

Co-Chair Harris asked what the fines are inposed for. M.
Uion replied that it’'s varied and includes unlicensed
practice and drug and alcohol abuse. In response to a
question by Co-Chair Harris, M. Uion answered that fines
are not inposed for crimnal activity. The people who are
| i censed pay enforcenent.

Co-Chair Harris asked if there is an unbiased or neutral way
these fines could be appeal ed. M. Uion explained that a
hearing officer nakes the decision, the board says “yea” or
“nay,” and the defendant can accept it, or reject it and
take it to the next higher court.

Co-Chair Harris asked who pays for the legal fees if it is
taken to the next higher court, and if the state reinburses
the legal costs if the person is found innocent. M. Uion
replied that to his know edge, it has never happened before.

In response to a question by Co-Chair Harris, M. UWUion
replied that the cases taken to higher court have never
prevailed. The hearing officers’ decisions are extrenely
well witten and thorough. He gave the exanple of a recent
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$20 thousand fine in the real estate industry, and said that
the defendant accepted it. He stated that the infraction
had been going on for years, and it was the highest fine
ever | evied.

In response to a question by Co-Chair Harris. M. Urion
expl ained that Anmendnent #1 applies to all the boards and
conmmi ssi ons of every profession.

Representative Hawker commented that the bill seens to
change the character of how the state assesses occupations,
fromthe individual to the collective. He asked if that is
the intent. M. Uion replied that it is current practice,
and woul d all ow an apprentice to pay less than a |licensee.

Representati ve Hawker thought that the bill indicates that
occupations are regulated by an individual board, and would
have to neet the costs of that board. M. Uion said that is
true.

Representative Stoltze expressed concern that the amendnent
has nerit as a stand-alone bill, and he didn't want to see
the bill extending the real estate appraisers bogged down
with this anendnment when the admnistration has the ability
to introduce it through the Rules Commttee. It’'s a policy
consi derati on.

Co-Chair WIllians stated that it was not his intention to
nove the bill today.

M. Wion responded to Representative Stoltze, explaining
that he had brought the anmendnent before Labor & Conmerce
Commttee, and the Conmttee wanted to nove the bill and | et
Fi nance nmake the decision. He would have introduced it in a
bill if he could have.

Co-Chair Harris asked how long the bill has been sitting in
Co-Chair Wllianms’s office. M. Uion was unsure. Co-Chair
asked why the anendnent was not incorporated into a Finance
Comm ttee Substitute through the office of the Co-Chairman.
M. Wion apologized, and said that he tried to do it

t hrough the sponsor who was wary of killing the real estate
appraisers bill. He asserted that this is an appropriate
vehicle and title, and that every |I|icensed profession

supports the anendnent.

Co-Chair WIllians expressed concern that the commttee
menbers did not have the amendnent earlier, and he suggested
that M. Urion talk to the Finance nenbers individually.

HB 464 was heard and HELD in Committee for further
consi derati on.

ADJ QURNVENT
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The neeting was adjourned at 2:40 P. M
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