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Real Estate Conmm ssion

Z. Kent Sullivan, Esqg. - Fairbanks

- CONFI RVATI ON ADVANCED
HOUSE BI LL NO. 288
"An Act changing the nane of the Departnent of Community and
Econom ¢ Devel opnent . "

- MOVED CSHB 288( STA) OQUT OF COW TTEE

HOUSE BI LL NO. 272
"An Act relating to notor vehicle dealers.™

- MOVED CSHB 272(L&C) OQUT OF COW TTEE
HOUSE BI LL NO. 305
"An Act relating to the calculation and paynent of unenploynent
conpensation benefits; and providing for an effective date.”

- MOVED HB 305 QUT OF COW TTEE

HOUSE BI LL NO. 277
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"An Act relating to the powers of the Regulatory Conm ssion of
Alaska in regard to intrastate pipeline transportation services
and pipeline facilities, to the rate of interest for funds to be
paid by pipeline shippers or carriers at the end of a suspension
of tariff filing, and to the prospective application of
i ncreased standards on regulated pipeline utilities; allow ng
the commssion to accept rates set in conformty wth a
settlement agreenent between the state and one or nore pipeline
carriers and to enforce the terns of a settlenent agreenent in
regard to intrastate rates; and providing for an effective
date."

- SCHEDULED BUT NOT HEARD

HOUSE Bl LL NO. 285

"An Act adopting the Uniform Electronic Transactions Act;
repealing certain statutes relating to electronic records and
electronic signatures; anending Rule 402, Al aska Rules of
Evi dence; and providing for an effective date."

- SCHEDULED BUT NOT HEARD
PREVI QUS ACTI ON
BILL: HB 288

SHORT TI TLE: CHANG NG NAME OF DEPT OF COWM & ECON DEV.
SPONSCR( S) : REPRESENTATI VE( S) KOHRI NG

Jrn-Date Jrn- Page Action

04/ 28/ 03 1156 (H READ THE FI RST TI ME -
REFERRALS

04/ 28/ 03 1156 (H STA, L&C

05/ 06/ 03 (H STA AT 8: 00 AM CAPI TOL 102

05/ 06/ 03 (H Moved CSHB 288( STA) CQut of
Comm ttee
M NUTE( STA)

05/ 08/ 03 1475 (H STA RPT CS(STA) NT 3DP 1DNP
3NR

05/ 08/ 03 1475 (H DP: DAHLSTROM LYNN, HOLM

05/ 08/ 03 1475 (H DNP: BERKOW TZ; NR: SEATOQN,
GRUENBERG,

05/ 08/ 03 1475 (H V\EYHRAUCH

05/ 08/ 03 1475 (H FN1: ZERQ( CED)

05/ 08/ 03 1478 (H CRA REFERRAL ADDED AFTER L&C

05/ 09/ 03 (H L&C AT 3:15 PM CAPI TOL 17

BILL: HB 272
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SHORT TI TLE: MOTOR VEHI CLE DEALERS

SPONSOR( S): REPRESENTATI VE( S) WEYHRAUCH

Jrn-Date Jr n- Page Action

04/ 16/ 03 1009 (H READ THE FI RST TI ME -
REFERRALS

04/ 16/ 03 1009 (H) L&C, STA

04/ 28/ 03 (H L&C AT 3:15 PM CAPI TOL 17

04/ 28/ 03 (H Schedul ed But Not Heard

04/ 30/ 03 (H) L&C AT 3:15 PM CAPI TOL 17

04/ 30/ 03 (H Schedul ed But Not Heard

05/ 01/ 03 (H) STA AT 8: 00 AM CAPI TOL 102

05/ 01/ 03 (H Schedul ed But Not Heard

05/ 05/ 03 (H L&C AT 3:15 PM CAPI TOL 17

05/ 05/ 03 (H Heard & Hel d

05/ 05/ 03 (H M NUTE( L&C)

05/ 07/ 03 (H) L&C AT 3:15 PM CAPI TOL 17

05/ 07/ 03 (H <Bill Hearing Postponed to
5/ 9>

05/ 09/ 03 (H) L&C AT 3:15 PM CAPI TOL 17

BILL: HB 305

SHORT TI TLE: UNEMPLOYMENT COVPENSATI ON BENEFI TS

SPONSCR('S) : LABOR & COWVMERCE

Jrn-Date Jrn- Page Action

05/ 07/ 03 1416 (H READ THE FI RST TI ME -
REFERRALS

05/ 07/ 03 1416 (H L&C, FIN

05/ 09/ 03 (H L&C AT 3:15 PM CAPI TOL 17

W TNESS REG STER

Z. Kent Sullivan, Esq., Appointee
to the Real Estate Commi ssion
Juneau, Al aska

PGCSI TI ON STATEMENT:
Conm ssi on.

Testified as appointee to the Real Estate

REPRESENTATI VE VI C KOHRI NG

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Sponsor of HB 288.

EDGAR BLATCHFORD, Conmi ssi oner
Department of Community & Econom c Devel opnent ( DCED)
Juneau, Al aska
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POSI TI ON  STATEMENT: Testified in support of HB 288 and
responded to questions.

LI NDA SYLVESTER, Staff

to Representative Bruce Weyhrauch

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: During discussion of HB 272, spoke on
behal f of the sponsor, Representative Weyhrauch.

CLYDE (ED) SN FFEN, JR., Assistant Attorney General

Fair Business Practices Section

Cvil Division (Anchorage)

Department of Law (DQL)

Anchor age, Al aska

POSI TI ON  STATEMENT: During discussion of HB 272, provided
comments and responded to questions.

STEVE ALLW NE, Secretary

Al aska Auto Deal ers Associ ati on (AADA)

Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of HB 272, as anended,
and responded to questions.

CHRI S HESTER, Lyberger's Car and Truck Sales, LLC

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to Section 1 of HB
272.

CARRCL LYBERGER, Lyberger's Car and Truck Sales, LLC

Anchor age, Al aska

POSI TI ON STATEMENT: During discussion of HB 272, renarked that
use of the word "current" is problematic, provided conments, and
responded to questions.

TERI PETRAM Lyberger's Car and Truck Sales, LLC

Anchor age, Al aska

POSI TI ON  STATEMENT: During discussion of HB 272, provided
comments and responded to a question.

BRUCE MJSI CK, Affordable Used Cars

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
272.

DI ANA PFEI FFER, Presi dent
Al aska Aut onobi |l e Deal ers Associ ati on (AADA);
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President, Al aska Sal es and Service
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support of HB 272.

DARRELL FRI ESS, Budget Car & Truck

Anchor age, Al aska

POSI TI ON STATEMENT: During discussion of HB 272, testified in
opposition to Section 1, provided coments, and suggested an
amendnent .

MARTEN MARTENSEN, Conti nental Honda

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
272.

GREG O CLARAY, Commi ssi oner

Depart ment of Labor & Workforce Devel opnment (DLVD)

Juneau, Al aska

POSI TI ON STATEMENT: Assisted with the presentation of HB 305
and responded to questions.

PATRI CK SHI ER, Enpl oynent Security Tax

D vision of Enploynent Security

Department of Labor & Workforce Devel opnment (DLVD)

Juneau, Al aska

POSI TI ON STATEMENT: Responded to questions during discussion of
HB 305.

JOHN DAVI D RAGAN

Ester, Al aska

POSI TI ON STATEMENT: Testified in support of an increase in
unenpl oynment benefits during discussion of HB 305.

RON PECK, President

Al aska Travel |ndustry Association (ATIA)

Anchor age, Al aska

POSI TI ON STATEMENT: During discussion of HB 305, said that the
ATIA is not opposed to the bill, and asked that a conplete
analysis by done to determne how the bill wll inpact the
tourist industry.

PAMELA LaBOLLE, President

Al aska State Chanber of Commerce (ASCC)

Juneau, Al aska

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
305.
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ACTI ON NARRATI VE

TAPE 03-49, SIDE A
Number 0001

CHAI R TOM ANDERSON cal | ed the House Labor and Conmerce Standing
Commttee neeting to order at 3:40 p.m Represent ati ves
Ander son, Lynn, Rokeberg, Crawford, and CGuttenberg were present
at the call to order. Representatives Dahlstrom and Gatto
arrived as the neeting was in progress.

CONFI RVATI ON HEARI NGS5

Real Estate Conmm ssion

Number 0106

CHAI R ANDERSON announced that the commttee would first consider
the nomnation of Z Kent Sullivan, Esq., to the Real Estate
Comm ssi on.

REPRESENTATI VE ROKEBERG t hanked M. Sullivan for volunteering to
serve on the Real Estate Conm ssion, and asked him whether his
| egal experience has included much in the way of real estate
activities.

Number 0211

Z. Kent Sullivan, Esqg., Appointee to the Real Estate Conm ssion,
replied:

It has, extensively. I'm formerly from Montana, and
practiced law in ... Mntana for five years with a
firm ... that focused primarily on real estate and
property | aw. Qur firm represented, anong other

clients, the Mntana Association of Realtors [Inc.];
was responsible for representing not only the state
associ ation but al so nunerous of the regional
associations of realtors ...; J[and] did a lot of
drafting of legislation ... concerning the regulation
of real estate licensees within the state.

Qur firm also handled a real estate hotline for the
Mont ana Association of Realtors [lnc.], and that was
sonething that all the real estate licensees in the
state could [use to] call our firm and pose questions

and receive a witten response on ... legal issues
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that they were facing every day in the real estate
i ndustry. And that's what | did with the firm down
t here. Up here, things aren't near as specialized as

they are down south, and while | still practice
significantly in the area of real estate and property
law, | do ... a nuch nore general practice up here,
primarily in civil litigation - all aspects of civi
litigation.

MR, SULLIVAN, in response to a question, relayed his belief that
his current |legal practice would not present a conflict of
interest with serving on the Real Estate Conm ssion. He noted
that his law firm here in Juneau does not represent any |ocal or
state realtor organization, and that he has never represented
any real estate licensee regarding |icense issues. He said he
does not view his expertise in the field of real estate and
property law as putting him in a position of dom nance over
ot her nmenbers of the Real Estate Comm ssion. One of the reasons
he sought to be appointed, he remarked, was so that he could
offer his expertise to the Real Estate Comm ssion's endeavors.

REPRESENTATI VE ROKEBERG asked M. Sullivan to comment on the
i ssue of dual agency.

Number 0540

MR. SULLI VAN r esponded:

| can offer that dual agency is viewed in different
ways dependi ng upon whose position you're viewing it
from From a real estate |licensee's perspective, for
the nost part, | think, l|icensees generally are in
favor of dual agency because dual agency allows for a
| icensee to receive a dual comm ssion, in essence, and
not have a commssion cut in half. And when a
licensee is out there wrking as hard and as
diligently as they do, that's sonething that they view
as a benefit, and if they can serve as a dual agent,
they're nore than happy to do that. So from a
| i censee's perspective, I think they're probably
generally in favor of it.

From a consuner standpoint, ... | think it's viewed
much nore frequently wth confusion; they nmay not
understand what the role is of a dual agent, they nmay
not wunderstand what their rights are [and] what's
owwng to them by the licensee versus the parties
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t hensel ves. From a |egal perspective and from the
standpoint of an attorney, dual agency is very
probl emati c; it's probl emati c because you're
representing conflicting interests. And in the past,
across the country, the consensus has been to allow
dual agency and to deal wth those problenms in
di fferent ways.

| do understand it's becomng an issue in Al aska and
[that] there are sone concerns about that, and I think
it probably needs to be dealt wth. I don't have a
specific opinion as to whether dual agency ought to be
abolished [or] whether it ought to be nuintained;
that's an issue that |I think would take a lot of tine
to resolve and explain, and it's something that |
think the [Real Est at e] Commi ssion is probably
exploring currently.

REPRESENTATI VE LYNN mentioned that he is a |licensed associate

broker in Al aska. He observed that |icensees encounter sone
practical problenms when conplying with the full disclosure
requi renents of dual agency, and offered sone exanples. He

opined that the current laws regarding this contentious issue
need to be fixed and sinplified.

Number 0984

MR,  SULLIVAN nentioned that he has read through the current
"agency" statutes, and opined that they are confusing and full

of hol es. He relayed that according to his experience in
Mont ana, agency never really was an issue, certainly not like it
appears to be in Al aska. He suggested that instead of

pronmul gating nore statues and regulations, a solution to the
current problem mght be to revanp, clarify, and sinplify the

statutes already in existence. He surm sed that although sone
| i censees m ght have a good understanding of the current agency
statutes, nost licensees don't and neither does the general
publi c.

REPRESENTATI VE LYNN suggested to M. Sullivan that he take an
opportunity to review all the different forns that real estate
firmse in Al aska have developed in an effort to conply with the
current laws regarding full disclosure of dual agency.

REPRESENTATI VE ROKEBERG noted that the real estate industry has

established a task force that is currently attenpting to devel op
sonme conprehensive |anguage to address the issue of dual agency
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di scl osure. After observing that this issue is of particular
importance to those living in rural Al aska, where there may only
be one or two brokers for an entire area, he described sonme of
the provisions of his proposed l|legislation pertaining to this
i ssue. Representati ve Rokeberg asked M. Sullivan if he thinks
it would be possible to craft legislation that would neke a
di stinction between the general public and what he ternmed "the
sophi sti cated buyer.™

MR. SULLI VAN replied:

| think it's feasible and would certainly be worth
| ooki ng at. | think one downside to it is that,
again, if what you're attenpting to do is streamine
things and nmake them conpletely black and white, the
nore distinctions you draw, you run the risk of
conplicating that or confusing that a little bit. So,
| don't think it's inpossible; | think it's entirely
possi bl e. Whet her you step over that |ine of naybe
going too far as far as drawing too many distinctions,
if that's the only one, then perhaps it's a |ot easier
guestion to answer, but if you start addi ng
distinction upon distinction throughout the process,
you mght get right back to where we are now. But a
person would just have to look at [it] and see how its
drafted.

REPRESENTATI VE ROKEBERG suggested that the interpretation
regarding the common |law principles of agency has conplicated
t he issue.

MR. SULLI VAN concurr ed.

Nunmber 1263

REPRESENTATI VE ROKEBERG made a nmpbtion to advance from conmmittee
the nomnation of Z Kent Sullivan, Esq., as appointee to the
Real Estate Conmi ssion. There being no objection, the
confirmation was advanced from the House Labor and Commerce
Standi ng Conm ttee.

The conmittee took an at-ease from3:45 p.m to 3:48 p. m

HB 288 - CHANG NG NAME OF DEPT OF COW & ECON DEV.

Nunber 1321
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CHAI R ANDERSON announced that the next order of business would
be HOUSE BILL NO 288, "An Act changing the nane of the
Department of Conmunity and Econom c Devel opnent."” [Before the
commttee was CSHB 288( STA). ]

Nunber 1327

REPRESENTATI VE VIC KOHRING Al aska State Legislature, sponsor,
said that HB 288 changes the nane of the Departnent of Community
& Econom c Developnent to "Departnent of Conmmerce & Econom c
Devel opnent."” He opined that the nane "Departnment of Commerce &
Econom ¢ Devel opnent” nore accurately reflects the goals and
strategies of that departnent, adding that its mssion is to
pronote comerce and the devel opnment of Al aska's econony. He
poi nted out that Governor Mirkowski, in his "State of the State"
speech in January, announced that his adm nistration would be
referring to the departnment as the "Department of Conmerce.”
Representative Kohring said that the goal of HB 288 is to
formalize that concept in statute.

REPRESENTATI VE KOHRI NG opi ned that using the nane "Departnent of
Community & Econom c Developnent” somewhat conplicates the
state's efforts to attract i nvest nment . He listed the
departnment's goals and strategies as being the follow ng:
pronote |ocal econom c devel opnment and crucial infrastructure,
mar ket Alaska's goods and services throughout the world,
organi ze and conduct business and trade mssions to expand
product sales in current markets and devel op new narkets, and
facilitate the exchange of information between Al aska's
exporters and potential custonmers. He nentioned that many ot her
states have a conparable departnent with the word "comrerce"” in
its nane.

REPRESENTATI VE  CRAWFORD not ed t hat a few years ago,
Representative Kohring sponsored the legislation that conbined
the Departnent of Comrunity and Regional Affairs (DCRA) with the
Department of Commerce & Econom c Devel opnent, thereby creating
what is now known as the Departnment of Community & Econom c
Devel opnent . He asked what has happened to the mnmission of the
DCRA: is it no longer a part of the current departnent's
m ssion? He added that according to his recollection, having a
portion of each of the old departnent names conbined into the
new departnent nane was a conprom se which intended to reflect
that the new departnment would carry on with the m ssions of both
departnents. House Bill 288 appears to do away wth all
vesti ges of the DCRA.
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Nunber 1544

REPRESENTATI VE KOHRI NG of fered that the fornmer DCRA has not gone
away; instead, it has becone a division within the DCED called
the Division of Conmunity and Business Devel opnent. He
i ndi cated that because it is inportant to develop Alaska's rura
econony, it is not his intention to hurt or do away with the
former DCRA' s prograns. Merging the two departnents has saved
noney by elimnating duplication and trinmng upper mnmanagenent
costs, he opined, and has thus ensured the continuance of the
prograns inportant to rural Al aska. He assured the conmttee
that even with a nane change, the departnment will maintain its
Di vision of Comunity and Busi ness Devel opnent.

REPRESENTATI VE GUTTENBERG said he is concerned that changing the
departnment's nane wll |eave people in rural conmunities
wondering whether their needs wll be overlooked by the
adm ni strati on.

REPRESENTATIVE KOHRING, in an effort to allay Representative
Quttenberg's concern, opined that the departnent's track record
over the last four years denonstrates that the DCED has not
conprom sed the aforenentioned prograns and has instead nmade
t hem better by becom ng nore efficient.

Nunmber 1683

EDGAR BLATCHFORD, Comm ssioner, Departnent of Community &
Econom ¢ Devel opnent (DCED), said that the admnistration
supports HB 288. He added that the term "conmerce" is broader
and nore clearly reflects the role of the departnent, and that
the admnistration believes that "comerce"” includes dealings
with governnents and all of their subdivisions - the boroughs,
the unorgani zed boroughs, and other entities wthin the
unor gani zed boroughs. After nentioning that he'd at one tine
served as comm ssioner for the DCRA, he relayed that with the
nmerger, the DCED s mssion is twofold: one, continue to be an
advocate for rural Alaska and the nunicipalities in both
organi zed and unorgani zed boroughs; and, two, be "sonewhat of a
regulator” regarding occupational |icensing, 1insurance, and
i nvest nent s.

COW SSI ONER BLATCHFORD went on to say:

W feel that this wll send a very clear nessage to
the people who are eager to do business, or [are]
t hi nking about doing business, in the state, that

HOUSE L& C COW TTEE -11- May 9, 2003



Al aska is open for business and that we welcone the
opportunity to discuss business activities, both in
rural Alaska and in the urban centers. ... | was at a
conference the other day, and it was where you had
financi ng agencies from across the country meeting in

Anchor age, and when | was introduced as "the
conmm ssioner of the soon to be called Departnent of
Commerce and Economic Developnent,”™ one of the

representatives from another state |eaned over and
said that is what their state did two years ago - they
changed the nane of the departnment to nore clearly
reflect what the mssion of that departnent was, and
that was to encourage commercial activities, business
activities, economc activities.

COWM SSI ONER BLATCHFORD, in response to a question, said that
when he was comm ssioner of DCRA, his mission was to serve as
the conm ssioner of a departnent that was dedicated, heart and
soul, to rural Alaska, to assist those conmunities in accessing
gover nnent in generati ng econom ¢ activities, and in
establishing | ocal governnent entities.

REPRESENTATI VE CRAWFORD asked whether changing the departnent's
nane will result in those goals no | onger being a focus.

COWM SSI ONER  BLATCHFORD said that the developnent of the
Division of Community and Business Devel opnent within the DCED
was intended to ensure that those goals did remain a focus of
the departnent. He said that the DCED takes its role in that
regard very seriously, and that the D vision of Comunity and
Busi ness Devel opnent is the l|argest section in the departnent.
He went on to say: "The way the department is organized now,
you have the regulators, so to speak, on one side, and then you
have the advocates, so to speak, on the other side, and we bring
the two together to | ook at how we can best ... foster economc
activities throughout the state.” In response to another
guestion, he said that he did not see changing the departnent's
nane as creating a problem He opined that in order for
Al aska's comunities to become self sufficient, there nust be
econom c activity. The DCED will continue to work closely with
comunities to help them develop a strong private sector, and
changing the nane of the departnent, he surmsed, will send a
strong nessage that the private sector is the entity that can
of fer hope, econom c opportunities, jobs, and responsibility.

Nunber 1957
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REPRESENTATI VE DAHLSTROM noved to report CSHB 288(STA) out of
commttee with individual recomendations and the acconpanying
zero fiscal note.

REPRESENTATI VE ROKEBERG asked whether the sponsor and the
conmi ssi oner had given consideration to other possible nanes.

COWM SSI ONER BLATCHFORD indicated that they had sinply settled
on "the Departnent of Commerce & Econom c Devel opnent."

REPRESENTATI VE ROKEBERG asked how t he nane change is going to be
perceived by those living in rural Al aska.

COW SSI ONER BLATCHFORD repl i ed:

| think ... Alaska has changed. ... \Wen the
Department of Conmunity and Regional Affairs was
created 30-sone years ago, ... nore of Alaska was in

the wunorgani zed borough, and a large portion of
Al aska's population was in the wunorganized borough.
That has changed to sone degree and you now have nore

bor oughs, certainly nor e comunities, or gani zed
comunities, [and] second class cities recognized by
the state. So ... | think ... changing ... the nane
is a recognition that Al aska has al so changed and t hat
we're noving with the times ... in this day and age of
budget cuts, ... that we're seizing the opportunities

to present a good public inmge that we want commerci al
activities, business activities, throughout the state.

[ Chair Anderson turned the gavel over to Vice Chair Lynn.]
REPRESENTATI VE ROKEBERG nentioned that he'd considered offering
an anendnent to change the departnment's nanme in a different
fashi on, but had since changed his m nd.

Nunber 2120

REPRESENTATI VE DAHLSTROM agai n noved to report CSHB 288( STA) out
of committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng zero fiscal note.

Nunber 2130

REPRESENTATI VE GUTTENBERG o0bj ect ed. He indicated that renoving

"Community" from the departnent's nane is a significant, albeit
synbol i c, change because it shifts the focus fromrural Al aska.
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REPRESENTATI VE CRAWCORD opined that the proposed nane change

focuses the departnent's m ssion away from conmunities - | eaving
out regional affairs - and that "comunity advocacy" or
"regi onal affairs”™ should be included as part of t he

departnent's nane.

VICE CHAIR LYNN opined that conmmerce, in both urban and rura
areas, needs to be devel oped.

Nunber 2253

REPRESENTATI VE GUTTENBERG r enoved hi s objection.

Nunber 2257

VI CE CHAI R LYNN announced that w thout objection, [CSHB 288( STA)
was reported from the House Labor and Commerce Standing

Comm ttee].

HB 272 - MOTOR VEH CLE DEALERS

Nunber 2266

VICE CHAIR LYNN announced that the next order of business would
be HOUSE BILL NO 272, "An Act relating to notor vehicle
deal ers. "

Nunber 2274

LI NDA SYLVESTER, Staff to Representative Bruce Weyhrauch, Al aska
State Legislature, on behalf of Representative Wyhrauch

sponsor, noted that Section 1 is the nobst controversial section,
and that Section 2 anmends statute created by the 22nd

| egi slature's HB 182. She offered that Section 1 seeks to
correct portions of current statute that are unenforceable. She
added: "Currently it's not permtted to sell a ... -current

year/ nmodel vehicle, and that section needs to be changed."”

M5. SYLVESTER turned attention to Anendnent 1, which read
[original punctuation provided]:

Page 2, Line 7

| NSERT: (3) Purchased directly from consuner for
pur poses for resale; or
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(4) Vehicle has been in service with a bona
fide rental fleet for 6 nonths.

M5. SYLVESTER opined that Anmendnent 1 would allow current year
nodels to be sold by car rental agencies that have had those
cars in their fleets for six nonths, and would allow dealers to
sell cars that they've purchased from consuners specifically for
t he purpose of reselling them

TAPE 03-49, SIDE B
Number 2370

MS. SYLVESTER asked that the commttee take further testinony
bef ore consi deri ng whet her to adopt Amendnent 1.

VICE CHAIR LYNN asked whether the paragraph (4) proposed by
Amendnment 1 refers to vehicles that have been in service for at
| east six nonths, exactly six nonths, or |ess than six nonths.

The commttee took an at-ease from4:27 p.m to 4:28 p.m
Number 2291

CLYDE (ED) SNIFFEN, JR, Assistant Attorney General, Fair
Busi ness Practices Secti on, G vil Di vi si on (Anchor age) ,
Departnent of Law (DOL), suggested that that |anguage in
Amendment 1 should read "for at |east six nonths.”

MR. SNI FFEN went on to say that the eight sections of the bill
focus on two primary areas. He said that Sections 2-8 are
clarifications to the existing |law that was passed |ast year.
He added that certain provisions of HB 272 renove portions of
existing law that he felt were not necessary given what he
called "Alaska's auto climate.” Turning attention to Section 1
of HB 272, he said:

There has been a primary m sconception about what the

current state of the law is in Al aska. As Ms.
Syl vester pointed out, under current Alaska law, it is
illegal for any auto dealer to sell a -current
nodel /year used vehicle. And let ne repeat that:

under current law, if you do not have a manufacturer's
statenment of origin for a vehicle, you cannot sell
that vehicle; whether you're a new car dealer or a
used car dealer, it makes no difference.
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What Section 1 does is carve out an exception to at

least allow you to sell sone current nodel used
vehicles if you receive themin the ordinary course of
business in the trade, and now, through this

anmendnent, perhaps if it's a bona fide rental vehicle
or if you purchased it from a consuner or sone other
nmeans. So it just needs to be renenbered that w thout
this anendnent, we go back to the existing law, the
existing law says, if you're a car dealer [and] you' ve
got a current nodel used vehicle on your lot, you
can't sell it, and |I can go out there tonorrow and
take all those off your lot. So we do need to address
that situation, we don't take a position on whether
this language in Section 1 is the best way to address
that, but it's an attenpt to do that.

Number 2152
MR. SN FFEN cont i nued:

And | want to comment briefly on testinony received
from the North Anerican Autonobile Trade Association
[ NAATA] on Monday, just so the conmttee is clear on
sone of the legal ram fications of Section 1. There
was sone suggestion that this section may violate
provisions of the North American Free Trade Agreenent
[ NAFTA] . And we've |ooked through NAFTA; there are
two chapters of NAFTA - chapter 3 and chapter 15 -
that address thenselves to trade, tariffs, and
antitrust issues. Actually, there's an annex to NAFTA
call ed Annex 300-A, that deals wth auto transactions
specifically. And  our review of those NAFTA
provi sions do not suggest that anything in that would
prohibit this kind of |egislation. And if it does
prohibit this kind of |legislation, then we already
have a problem because our current law already
prohibits the sale of these kinds of vehicles. So
that really is not a relevant issue.

Another issue raised by the NAATA folks was a
potential antitrust concern. Antitrust laws in Al aska
are very conplex, but there is sonething about the |aw
that [is] universally agreed upon, and that is, our
| aws do not protect conpetitors; they are intended to
protect conpetition. And it's only [reasonabl e]
conpetition at that. It is unclear whether Section 1
of HB 272 would have any kind of an inpact, or at
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| east an unreasonable inpact, on conpetition for this
very small and narrow segnent of autonobiles. To find
out if it did, it would require that we engage in a
very | engt hy i nvestigation t hat woul d i ncl ude
identification of product markets, geographic markets,
rel evant market power held by the conpetitors in those
mar kets, and we'd have to weigh those things against
other market forces to determne whether or not
unreasonable restraints on conpetition existed. I

don't believe NAATA has done that - we haven't done
that; it's just pure conjecture that anything in this
bill would raise antitrust concerns.

Number 2101

MR, SNI FFEN went on to say:

There was another reference to sone litigation in the
Lower 48 that apparently addresses itself to sone of
these concerns; that is only one lawsuit, that we are

aware  of, t hat has been filed against auto
manuf actures for sone antitrust behavior that has
nothing to do with the issues in this bill. That

| awsuit dealt with a potential conspiracy anong auto
dealers in the United States and Canada to prohibit

the inportation of Canadian autonobiles. And that
| awsuit does not address itself to legislation |ike
this and is really irrelevant to the issues in this
bill, although it does point out sone of the issues

that at | east sone consumers have a concern about.

There was also sonme suggestion that the |egislature

could expose itself to liability for enacting this
kind of |aw That (indisc. - paper shuffling)
ridiculous; the legislature enjoys conplete imunity
for its actions here. |If you do pass [the] law that's
contained in Section 1 ..., and it is found out to be
either illegal under NAFTA or our antitrust |aws, the
result would be, the |aw becones unenforceable and
this legislature does not concern itself W th
liability.

Now, if we get to the real root of what Section 1
tries to do, |I'm going to have to let other auto
deal ers speak to how it has inpacted their business to
all ow used auto dealers and brokers to inport ... |ow

m | eage Canadian vehicles that are of a current

HOUSE L& C COW TTEE -17- May 9, 2003



nodel /year, and how they have a difficult tine
conpeting with those kinds of purchases. It's not the
Department of Law s job to really regulate that kind
of conpetition; we |eave that up to the conpetitors in
the narket place. It's our job to look out for
consuners, and it 1is unclear whether or not the
di sal | ownance of these kinds of transactions would be
beneficial or harnful to consuners.

Number 2027
We do understand that somewhere in the process, these

| ow m | eage, current nodel/year Canadi an vehicles find
their way to the U S., probably in legal ways, but

sonewhere in the <chain there's an illegitimte
transacti on. And | use that word instead of an
illegal transaction because | don't doubt that
perhaps, at every step in the process, sonething |egal
has occurred. But we have heard in our office - and
we have not investigated this, so | don't have any
hard facts - that exporters in Canada are hiring

college kids, for exanple, to go to car dealers and
buy vehicles, or they're setting up dumry conpanies to
take vehicles so they can get them into the US.
[ And] sonewhere along the chain, it appears that there

is sonme kind of an illegitimte transaction that
results in a lot of these vehicles ... comng into
Al aska.

MR. SN FFEN concl uded:

Whet her that's good for consunmers or bad for consuners
is a call the legislature will have to make, but |
believe that the new auto dealers are trying to do
sonething to address that situation. So the |anguage
in Section 1 is not |anguage the Departnent of Law has
proposed; we have consulted with the [Alaska Auto
Deal ers Association (AADA)] about the |anguage, we
don't oppose it, there mght be sonme better | anguage
that we could come up with to deal with this issue

but we haven't been able to conme up with that |anguage
in our departnment. ... | certainly wunderstand the
concern that they're trying to address, [but] we
sinply don't have a position on whether or not this is
the best way to address that or not. And wth that,
I'"d be happy to answer any questions the commttee
has.
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REPRESENTATI VE GATTO said that if he wanted to buy a new
vehicle, he would want it to truly be a new vehicle. He asked,
is it a new vehicle if it was made in Canada and brought in?
Because it mght have been made in Canada, in any event, and
then sold by "the local distributor that's franchised." ls a
distinction being nmade that one vehicle is new and another is
not ?

MR. SN FFEN repli ed:
If your vehicle is manufactured in Canada for sale in

the United States, and it cones to a dealer here from
the manufacturer with the nmanufacturer's statenent of

origin, it is a new vehicle. I f your vehicle is new
[and] it's purchased from a consumer or an exporter in
Canada from a Canadian dealer, because it was
manuf actured for a destination in Canada - it has 10
mles on it and then it's brought across the border
and (Indisc. - ~coughing) wused car dealer here in
Al aska, and you go to that lot and it's a ... 2003 or
2004 ... Dodge 2500 (indisc. - coughing) 10 mles on
it - it is now a used vehicle in the eyes of the |aw

because it has been sold once and titl ed.
Nunmber 1867

And there are sone serious inplications to that fact;
you mght think you' re buying the sane product,

but because it's a used vehicle, you do not have
Al aska lenmon |law protection, for exanple, because our

| enron law only applies to new vehicles. So your |ow
m | eage Canadian vehicle is now a wused vehicle
(indisc. - coughing) excluded from maki ng clai ns under

our lenmon |aw Somewhere in that process, too, the
odoneter on that vehicle has probably been changed; we
have reports that a Iot of those changes don't
necessarily happen in conformance wth federal |aw
So you don't know if the mles on that are really
accurate or not, although | suspect a |ot of them are
docunented fairly well.

And there is another recent consunmer issue that has
cone to the attention of our office, that your
manuf acturers warranty may not be valid in the United
St at es. Vehi cl es manufactured for sale in Canada are
subject to factory warranties so long as they remain
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registered in Canada; as soon as you register that
vehicle in the United States, manufacturers aren't
required to honor those warranties. In the past they
have, [ but ] I under st and t hat sone of t he
manuf acturers are now declining to do that.

MR. SN FFEN concl uded:

And that's information that (indisc. - coughing)
consuner that the fix may not be to prevent these
transactions, the fix may be just to provide better
consumer awar eness, so the consuner can eval uate those
risks and then determne whether or not this is a
transaction he'd |ike to make.

REPRESENTATI VE GATTO asked whether total disclosure of the
af orenenti oned issues would make those types of transactions
accept abl e.

MR. SNI FFEN said not under current Al aska |aw, which says that
as soon as that manufacturer's statenent of origin (M5O is

lost, that sale is illegal. So, current |aw would have to be
changed in order to make such transactions | egal.

VICE CHAIR LYNN asked: "How many cars are we talking about
here? ... How big a problemis this?"

MR. SNl FFEN of fered an esti nate of between 500 and 1, 000 cars.

VICE CHAIR LYNN asked whether all "Canadian cars" conform to
"Aneri can specs”.

MR. SN FFEN i ndi cated that they did.
Nunber 1678
VICE CHAIR LYNN returned the gavel to Chair Anderson

REPRESENTATI VE GUTTENBERG asked whether Section 1 of the bill is
enf or ceabl e.

MR. SNl FFEN offered that the controversy of Section 1 centers
around whether or not used car dealers should be prohibited from

selling current nodel Canadian vehicles. Current |aw prohibits
it under all circunstances. Section 1 would nodify current |aw
to allow certain types of such transactions to occur. | f

Section 1 were to be deleted, the status quo would be
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mai ntai ned. He added that current law is problematic to enforce
because he would have to go to every car lot and tell all
dealers that they cannot sell any current nodel used vehicles
that don't have an MSO

REPRESENTATI VE GUTTENBERG turned attention to page 6, line 20,
and noted that 10 mles is being changed to 100 mles. He asked

whether the 10-mle |imt has been problematic and, if so,
whet her providing for nore than a 100-mle |imt would be
better.

MR. SNl FFEN indicated that the aforenentioned change is one of

the "cleanup provisions" of the bill. The change to 100 mles
will allow dealers in Wsilla, for exanple, to send vehicles
received as trade-ins to Anchorage for repairs or detailing. He
opined that the 100-mle Iimt will be nore than sufficient for
that purpose and will still protect consuners.

Nunmber 1455

REPRESENTATIVE LYNN referred to Anmendnent 1 [text provided
previously], and indicated that he wi shed to amend it such that
the last line would read, "(4) Vehicle has been in service wth
a bona fide rental fleet for at least 6 nonths.” [The anmendnent
to Anendnent 1 was treated as adopted. ]

Nunmber 1428

REPRESENTATIVE LYNN nade a notion to adopt Anendnent 1 [as
anended] . There being no objection, Anendnent 1 [as anended]
was adopt ed.

Number 1412

STEVE ALLW NE, Secretary, Alaska Auto Dealers Association
(AADA), said that the AADA supports HB 272 as anended. He
opined that the goal of the bill is to provide clear and concise
corrections to previous legislation while trying to retain that
| egislation's intent. He went on to say:

| and the dealers that | represent believe that HB 272
accurately provides these corrections. Wth respect
to Section 1, ... it is not our intent, as autonobile
dealers, to preclude used car dealers from selling
current nodel used cars. | have to echo M. Sniffen's
comments ... that the statute as it currently exists
precludes all dealers from selling a current node
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used vehicle. Wth the changes we've proposed, all
dealers - not just new car dealers, but used car
dealers as well - wll be able to take and market
current used [vehicles] when they're traded in, when
they' re purchased from an individual consumer, or when
they come from a bona fide rental fleet - either
through an auction or directly - when they've been in
service for specified period of tine.

Starting at the beginning ..., the acquisition of
these vehicles is legal, but essentially it anounts to
the manufacturing of a used vehicle. | have given you
sone attachnents, one of those is a good indicator of
that - [it] is the advertisenent that says the vehicle
has 30 mles on it. That is not a bona fide used
vehi cl e. The process ... <can involve a college
student, it can involve sonebody ... handing sonebody
$100 so that the vehicle is titled in their name in
Canada. These vehicles that conme from Canada are
built specifically for sale and use in their specific
country. In your attachment you have a copy of a

manuf acturer's invoice to a dealer that says at the
bottom in our case, [that] the vehicle is built for
the U S. market and is supposed to be sold there.

Nunber 1291
MR. ALLW NE conti nued:

Problems when the vehicle enters this country:
prerequisite is the speedoneter nust be changed from
kil ometers to mles. Two issues and concerns are
rai sed when this is done. The first one: an error in
the mleage of a vehicle will render it basically
worthless on the retail market. The stigma of mles
unknown on an odoneter statenent is significant, it's
huge, and it basically will render the car worthless.
These m stakes can happen, and frequently, when they
do these type of conversions; however, one mnistake is
going to cost the consuner thousands of dollars. The
second: tenptation for speedonmeter fraud is strong -
the difference in a popular nodel pickup truck at
3,000 mles versus 20,000 is in excess of $600. Ch,
by the way, how do we change these speedoneters? You
can buy the equi pnment over the Internet - you have a
copy of the article - [for] about $1,800 ....
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Title fraud: If you bring a vehicle in from Canada
because of how the title is transitioned, if the
vehicl e has been totaled, if it's been in a flood, you
don't know. And ultimately the consuner has no
recourse; there's no recourse wth that Canadian
i nporter. Ever try to sue a business in another
country? Another problem is nmanufacturer's warranty:

a nunber of the manufacturers have elinmnated the
manuf acturer's warranty from their vehicles. What
sone of the used car dealers have taken to doing is
they have said, "W're putting a service contract on

your vehicle." However, they're not indicating it's a
service contract; they're stating in this, in the ad
that you have - [it's] a classic exanple - they're
saying it's a warranty. There's a difference between
a manufacturer's warranty and a service contract. It
is msleading, it is not honest, and it does not

provi de the sane coverage.
Nunber 1193

MR. ALLW NE concl uded:

| sent you a letter; ... in ny closing paragraph
) | said ...that ultimately, if the consuner has
difficulty with a current nodel used car, there's only
one place they go - they cone to a new car dealer

because a new car dealer has the investnent in the
equi pnent and in the tools and in the training and in

the facilities. |If you ve got a car that's one or two
years old, and you have a problem your wused car
dealer ... is going to say, "Wll, that's okay; it's
got a warranty, it's got a service contract, take it
to a new car dealer.” It is not appropriate for a
used car dealer to have the ability to sell a new
vehi cl e wi t hout havi ng any responsibility or
obligation after the sale. This is a manufactured
used car; it is not the sane as what we're trying to

correct here for bona fide used car conmnerce.

MR. ALLWNE, in response to a question, said that wused car
deal ers have sone obligation by virtue of a service contract, if
they have a facility, to fix the vehicles they sell. However ,

99 out of 100 used car dealers do not have the special tools or
the special training to fix current nodel vehicles.
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REPRESENTATI VE GATTO asked whether a new car dealer in Anchorage
has the obligation to honor the factory warranty of a vehicle
that was purchased new in Indiana, for exanple.

MR. ALLWNE said yes.

REPRESENTATI VE GATTO asked whether the sane would be true for a
vehi cl e purchased new i n Canada.

MR ALLWNE said it would be true if the owner of the vehicle is
a Canadian citizen.

REPRESENTATI VE GATTO asked whether a U S. citizen who went to
Canada to purchase a new vehicle could expect a new car dealer
in Anchorage to honor the manufacturer's warranty.

Number 1088
MR. ALLWNE replied:

The answer is that it would be difficult for you, as a
consuner from this country, to go to Canada and nake
that purchase, and would be highly unlikely. In the
event you did, because that vehicle was built and
manuf actured for sale and use in Canada, that vehicle,
in many cases, would not have a manufacturer's
warranty.

REPRESENTATI VE ROKEBERG asked whet her the aforenentioned service
contracts are insurance products or "underwitten separately."”

MR. ALLWNE replied:

Service contracts, in a nunber of cases, are
underwitten by sonme other conpany. But service
contracts are not |ike warranties in as nuch as
they're not all inclusive. They will cover specific
things, but it is incunbent on the consuner to find
sonebody who is willing to nmake that repair and accept
paynment from that service contract conpany. I n our
instance, we do sell a service contract, and our

service contract is backed by the manufacturer -
Dai M er Chrysler. Ford Motor Conpany offers the sane
thing as do nost of the manufacturers. But there are
of fshore and there are independent conpanies that also
of fer service contracts.
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REPRESENTATI VE GUTTENBERG asked whether HB 272 prevents a used
car dealer fromselling a new car

MR. ALLWNE replied:

The law prevents a used car dealer from selling a new

car. A new car is an wuntitled vehicle that is
purchased from the manufacturer and is sold by one of
the manufacturer's agents. ... This bill, wth the

recommended anendnent, does not preclude that used car
dealer from selling a bona fide current nodel used
vehi cl e.

REPRESENTATI VE LYNN asked whether extended warranties are
actually warranties or just service contracts.

MR, ALLWNE said that those are just service contracts, and
indicated that the practice of calling them "warranties" 1is
m srepresentation. In response to another question, he said:

At this point in time, you wll see rental car
conpanies starting to let |oose of sone of their
rental fleets, which would be current nodel. And so
those vehicles will start to show up. The current
statute, as it exists, precludes anybody from selling
a current nodel used vehicle. What we're proposing
all ows everybody to do it, but it doesn't permt the
whol esal e manufacture of a used vehicle from Canada.

MR ALLWNE reiterated that a used vehicle is one that has been
titl ed.

Number 0690

CHRI S HESTER, Lyberger's Car and Tr uck Sal es, LLC
("Lyberger's"), said that he strongly believes that Section 1 of
HB 272 needs to be deleted. He offered an exanple of how HB 272
woul d af fect the consuner:

About a year ago, a husband and a w fe purchased a
current nodel vehicle from Lyberger's, a Canadian
vehicle that we got from an auction. The couple knew
that it was Canadian because we do have disclosure
forms that they signed. Two nonths |ater, the woman
cane in alnost in tears and expl ained that her husband
was the man who ran over an elderly |ady wal king hone
wi th her husband. This was a story that was in the
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newspapers, it was on the news. And she cane in and
she asked John if he would buy the car back because
her husband was going to jail and she wouldn't be able
to afford this car paynent. Not only did John buy the
car back, he refunded 100 percent of her noney.

Now, if Section 1 of HB 272 was in effect, she would
only be able to purchase that vehicle at the franchise
dealership and, wth her unforeseen circunstances,
woul d have no other alternative but to take it back to
the franchise dealership to sell it back; the
franchise dealer, knowing that it was the only place
she could get rid of the vehicle and know ng how bad
she needed to get rid of it, would have a nonopoly
advantage ... and would probably give her the |owest,
rock-bottom price. This would not have helped this
lady in her circunstances. Not only is this how
Lyberger's treats their custoners, but it shows you
that we are there for the consuner. And this bill is
definitely not there helping them in any way, shape,
or form Thank you.

Nunber 0574

CARROL LYBERGER, Lyberger's Car and Truck Sales, LLC, renarked

t hat
went

the problematic word in HB 272 is the word "current".
on to say:

There is a difference between a new and used vehicle.
[Wth] a new vehicle that is sold ... to a franchised
dealer, from the manufacturer, the manufacturer got
paid for that vehicle [and] it was sent to the

franchi sed dealer. The franchised dealer, whether
it's US. or Canadian, was paid for that vehicle the
price they were asking. | know what a used vehicle

is: as soon as it is sold, it is used - the value of
that vehicle will never be the sane.

To Steve [Allwine], | am a nenber of the Al aska Auto
Deal ers Association [but] was never infornmed of this
Section 1 in [HB 272]; | learned of it last week. As
far as the warranty and service contract goes, a
warranty is free. A service contract is what the
consuner buys - the consuner pays for ... the service
contract. That is the difference between a warranty

and a service contract.

She
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As far as the independent [which sonme clain] that
nobody can possibly find - a mechanic that would be
able to work on the newer nodels - there are several
i ndependent nechanics that do have very expensive
equi pnent in their shops, and they do warranty work.
Even a lot of the new cars stores will sublet out to
sone of your independents on stuff. | believe it was
about two years ago that the independent nmechanics
sued the manufacturers for the codes because they had
the equipnment but the codes could not go to the
i ndependents until about six nonths to a year after
that vehicle cane out. So now they're able to get the
codes whenever the nmanufacturers give it to the
franchi sed deal ers and nechani cs.

MS. LYBERGER concl uded:

This bill, when they say current, there is definitely
a difference between current, new, and used. The word
"current" is ... a bad word; there is a new car and
there is a used car. And | thank you for listening to
me, and ... anybody that w shes to ask any questions,
"1l be glad to answer.

M5. LYBERGER, in response to questions, said that Lyberger's

does offer an "after market" service contract. She added t hat
when a custonmer buys a Canadian vehicle that has no
manuf acturer's warranty, Lyberger's gives the custoner a
"replacenent” warranty for free. She noted that there are

several shops in town that "do" the warranty work, and went on
to list five such shops, adding that there are sone franchised
dealers that wll also honor the after market warranty though
one of those does not do so for 2003 nodels.

Nunmber 0283

TERI PETRAM Lyberger's Car and Truck Sales, LLC, said that when
Lyberger's sells a vehicle that's been inported from Canada, al

of the docunents are disclosed to the custoner. Also, whenever
Lyberger's sells any vehicle, the custoner is also given a
"Carfax" report, which provides details about the vehicle's

hi story. She opined that it is ridiculous to think that
Lyberger's would sell a vehicle with a "rolled back" odoneter or
a wong odoneter reading. And if such a vehicle did conme to
t hem she added, Lyberger's woul dn't sel | it; i nst ead,

Lyberger's woul d absorb the expense.
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MS. PETRAM noted that used car deal ers have to purchase nost of
their inventory from auctions because there is no way they could
keep enough cars on the lot, solely with trade-ins and purchases
through individuals, to stay in business. To illustrate this
point, she added that Lyberger's sells 100-sone vehicles a
nonth. Thus, Lyberger's nust supplenent its inventory by buying
vehicles from auctions, nost of which acquire the mgjority of
their vehicles from Canada. She remarked: "W want to be
conpetitive and offer sonmething that the consuner wants, SO
we're going to find the lowest mleage vehicles that are
avai |l abl e. W personally don't inport these vehicles; we have
nothing to do with the inport process, we just buy them fromthe
people that [inport them."

M5. PETRAM relayed that according to the "General Mdtors
Acceptance Corporation,”™ a warranty is free and an extended
service contract is sonething the consuner pays for. So on the
back of the warranty that Lyberger's gives to the custoner to
replace the manufacturer's warranty, it specifically |ists what
is not covered on that warranty. I n conclusion, she suggested
that the way current statute and HB 272 have evolved, they
appear to have the goal of elimnating any conpetition to
franchi sed deal ers.

REPRESENTATI VE LYNN asked what percentage of Lyberger's vehicles
are Canadi an.

M5. PETRAM offered that approximately 50-60 percent of the
vehi cl es that Lyberger's sells are Canadi an.

TAPE 03-50, SIDE A
Number 0001

CHAIR ANDERSON determned that Lorri Urban from the North
Anmerican Autonobile Trade Association had provided testinony
during the May 5 hearing on HB 272, and indicated that the
commttee would take testinony from those that did not testify
at that prior neeting.

Number 0045

BRUCE MJUSI CK, Affordable Used Cars, said that under HB 272, when
a new car is released, there wll be a period ranging between 17
and 24 nonths during which that car can not be sold as a used
vehi cl e. He pointed out that the bill's restrictions wll also
apply to cars that aren't Canadian, but won't apply to used car
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dealers in the Lower 48. He nmentioned that nany used car
dealers in Al aska acquire inventory in the | ower 48.

Nunber 0161

DI ANA PFElI FFER, President, Al aska Autonobile Deal ers Association
(AADA); President, Alaska Sales and Service, expressed her
support of HB 272. On the issue of odoneter readings, she added
that franchised autonobile dealers have a conputer system
connected to the manufacturer that allows dealers to verify
m | eage. She said she did not believe that independent used car
deal ers have access to that information. She listed the issues
that others have already spoken to, and relayed that a |ot of
peopl e who conme into her deal erships don't know how to operate

their vehicles. She said that as a franchised autonobile
dealer, her firm invests mllions of dollars in facilities,
training, special tools and equipnent, and the proper delivery
of autonobiles to consuners. She noted that since franchise

deal ers have direct communication with mnufacturers, if there
are safety issues wth [certain] vehicles, a "stop delivery"”
order or a recall can be issued. She offered an exanple of one
such situation, and said that used car dealers in her area at
that time were attenpting to sell such cars as "newly used.”
She offered her belief that Canadian titles do not show liens.
In conclusion, she requested the conmttee's support of HB 272.

Nunmber 0366

RI CHARD HI ATT, GCeneral Service Manager, Alaska Sales and
Service, on the issue of how many vehicles are exported from
Canada, suggested that in 1996 it was approxinmately 16,000
vehi cl es, 200,000 vehicles in 2002, and that the practice is
still quite prevalent. He relayed that many people who buy
"l i ke new' cars fromused car dealers in the area cone to Al aska
Sales and Service in an effort to get a better understandi ng of
how to operate those vehicles. He opined that those who bring
Canadian cars into Alaska for the purpose of reselling them are
commtting fraud.

Nunber 0494

DARRELL FRIESS, Budget Car & Truck, said he questions M.
H att's assertion that 200,000 Canadian vehicles are exported
yearly. He relayed that he opposes Section 1 of HB 272, and
opined that there is a difference between a new and a used
vehi cl e. He offered his belief that current |aw already
stipulates that a used vehicle is one that has been titled. He
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al so opined that there should not be any resale restrictions on
any vehicle purchased at what he called a recognized auction,
and suggested that HB 272 be anended to reflect that point.

Number 0567

MARTEN MARTENSEN, Continental Honda, relayed that Honda took a
very firm stance on inported Canadian vehicles, and that nany
ot her manufacturers have followed suit. He explained that
al t hough people who've bought used Canadian vehicles at | ocal
deal ers have come to his firm for warranty work, Honda's stance
is that it will not provide any kind of assistance for those
Canadi an vehi cl es. He opined that even if a person can get an
i ndependent shop to honor a warranty on those vehicles, hel/she
is not getting the sane quality of work that can be provided by
a franchi sed deal er

CHAI R ANDERSON cl osed public testinony on HB 272.
Nunmber 0686

REPRESENTATI VE ROKEBERG noved to report HB 272, as anended, out
of committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng zero fiscal note.

Number 0705

REPRESENTATI VE GUTTENBERG obj ect ed. He relayed that when the
original legislation passed, there was strong opposition to any
consuner protection being built into it, and opined that HB 272
sinply continues in that vein. Lacking consideration of the
consuner in HB 272, he said he does not support any continuing
restructuring of the relationship between auto deal ers.

Nunmber 0760

A roll call vote was taken. Representatives Lynn, Dahlstrom
Gatto, Rokeberg, OCrawford, and Anderson voted in favor of
reporting HB 272, as anended, from conmmttee. Representati ve
Quttenberg voted against it. Therefore, CSHB 272(L&0) was

reported fromthe House Labor and Conmerce Standing Comm ttee by
a vote of 6-1.

HB 305 - UNEMPLOYMENT COVPENSATI ON BENEFI TS

Nunber 0770

HOUSE L& C COW TTEE - 30- May 9, 2003



CHAI R ANDERSON announced that the final order of business would
be HOUSE BILL NO. 305, "An Act relating to the calculation and
paynent of unenploynment conpensation benefits; and providing for
an effective date."

CHAI R ANDERSON noted that the House Labor and Conmerce Standing
Commttee is the sponsor of HB 305 and made reference the
sponsor statenent.

Nunber 0844

GREG O CLARAY, Comm ssioner, Departnent of Labor & Wrkforce
Devel opnent (DLWD), said:

This bill has been long in the comng; ... both bodies
of the legislature dealt with a simlar bill over the
| ast two years. For reasons unbeknown to nost of us,

it was not acceptable to folks in the construction
i ndustry, on the enployers side, and it was hung up in

the ot her body, first in [the Senate Finance
Committee] and then in [the Senate Rules Standing
Comm ttee]. This is a product, that we bring before
you, that's ... a conpromse - a total of five
nmeet i ngs W th t he construction i ndustry
representatives, and other enployers were also invited
to the neetings. ... W didn't have full participation
by all of the enployers, but those that are inpacted
the nost - the construction industry - [were] involved

with organi zed | abor, and this is the conprom se piece
of | egislation.

The only difference in the bill that you passed before
and this bill is that the effective dates have been
noved forward and the last increnent, they split the
difference between the original bill that didn't pass
and this one. So instead of the top line being as
high as [it] was, this will be at ... $308. ... The
net effect of this bill is that it helps the econony

of Alaska by putting nore noney on the street during
the off season when [enpl oyees] are unenployed, and it
keeps skilled workers in Al aska instead of having to
go south to look for other enploynent or to go to
pl aces where their costs of living are nuch |ower -
) in many cases, our skilled workers are not com ng
back to Al aska. And this noves us from nunber 47 in
the nation in ternms of the top weekly benefit, to
around 28th or 29th. ... The first actual inpact on
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enpl oyers occurs in the year 2006, when their tax
rates will be inpacted.

REPRESENTATI VE ROKEBERG asked whether there is a large surplus
in the account these funds are placed in.

Nunmber 0999

PATRI CK SHI ER, Enpl oynent Security Tax, Division of Enploynent
Security, Departnent of Labor & Wrkforce Devel opnent (DLWD),
replied that the "U Trust Fund" is "self-balancing" and has a
bal ance of approximately $220 mllion. In response to other
guestions, he said that there are 21 different "rate classes,”
and that enployers are assigned to one of those rate classes
according to their "experience in prior years." He added:

The experience rating depends only on the industry the
first year you cone to the [DLMWD] and sign up for a
brand new busi ness where there is no prior experience
As soon as you have four conplete quarters in the
rating period, then it's based entirely on your
experience as an individual. O, if you acquire a
business ..., for rating purposes you will inherit the

managenent practices that they may have had in the
past . And the good news is, that goes away; as your
managenent skills cone to bear on the bottom line, the
payroll would be expected to |evel out, and as those
declines in payroll becone nore distant ... - 12
quarters is when they fall off the edge of the world -

the current quarters that you' re going through now
exert nore influence on your rate, and that would be
anel i or at ed.

REPRESENTATI VE ROKEBERG said he would |ike infornmation on the
range of rates that are charged to businesses. Referring to a
handout provided by the DLWD, he asked if the tax rate used on
one of the pages is the average tax rate and how a tax rate is
cal cul at ed.

MR. SH ER pointed out that the information being referred to
tal ks about the "average enployer tax rate,” adding that the
|l owest rate is "1.0" and the highest is "5.9" and that they are
cal cul ated averages that includes the enployee portion. He then
provi ded Representative Rokeberg with a few nore details on the
hi ghest and | owest rates.
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REPRESENTATI VE GUTTENBERG said he thought that 13 of the states
listed in the handout have automatic "escalators,” and asked
whet her those escal ators have been considered when cal cul ating
what Al aska's rank woul d be in 2006.

COM SSI ONER O CLARAY offered his belief that those escal ators
were considered, and indicated that the handout nerely provides
an estimte of what Alaska's ranking would be with passage of HB
305.

Number 1361

JOHN DAVID RAGAN testified in favor of an increase 1in
unenpl oynent benefits, addi ng that it is of particul ar
inportance to those in the construction industry in Al aska. He
expressed dissatisfaction that "labor” bills are heard last in

the commttee, because this results in the people who' ve cone to
testify having to | eave before getting a chance to speak.

MR RAGAN, in response to a question, said that in the
construction industry there are tinmes when there is a lot of
work and there are tines when there isn't any work; thus a |ot
of peopl e depend on unenpl oynent benefits.

Number 1470

RON PECK, President, Alaska Travel Industry Association (ATIA),
rel ayed sonme details of the tourism industry, said the ATIA is
not opposed to HB 305, and asked that a conplete analysis be
done on the bill with regard to how it applies to the tourism
i ndustry before being noved fromcomittee.

Nunmber 1508

PAMELA LaBOLLE, President, Al aska State Chanber of Conmerce
(ASCC), said that the ASCC has been very involved with this
issue the last three years, and suggested that the statistics
provided in the past by the DLWD were m sl eadi ng because of the
way they were presented. She noted that Alaska is one of five
states that offers an additional "dependent benefit," and opined
that if one were to calculate that additional benefit into the
statistics presented, Alaska would reach what she called the
"national goal of the U program"™ She referred to statistics
provided two years ago and offered sone cal culations based on
those statistics.
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M5. LaBOLLE pointed out that although there is a zero fiscal
note because there is no cost to the state for this |egislation,
she has not heard the DLWD offer any information regarding how
much the proposed increases will cost enployers and enpl oyees.
She predicted that whatever the increase is, enployers wll pay
for 80 percent of it and enployees wll pay for the remaining 20
percent. She asked the DLWD to provide her with information
regarding the cost to enployers and the cost per enployee based
on the average tax rate. She opined that enployers other than
those in the construction industry ought to be given the
opportunity to weigh in on this issue, and suggested that the
bill failed in the past because those in favor of the
| egi sl ation refused to conprom se on the increase anount.

CHAI R ANDERSON offered his belief that it is inportant for this
| egi slation to nove forward.

M5. LaBOLLE expressed concern that HB 305 would nove forward
without the committee knowng what the <cost wll be to
enpl oyers.

REPRESENTATI VE CRAWORD pointed out that any increase in
enpl oyer costs would not occur until 2006. He remarked that he
is disappointed in HB 305 and relayed that although he had
considered sponsoring simlar legislation, he'd opted to forego
that i1dea because he'd hoped that the task force which devel oped
HB 305 would have cone up with "a fair and equitable return.”
He suggested that he would support HB 305 if it can get adopted
this year, but if it gets delayed in the process, he will go
ahead and sponsor |egislation nore to his |iKking. He said that
he would like to see an increase that allows people to reach the
national goal w thout the addition of the dependant benefit. He
added:

| know that we're losing good, skilled iron workers
because they go down to the Lower 48 and they don't
cone back because our unenploynent is so |low here
[that] they can't afford to stay through the ... slack
times in enploynent. So we've got to do sonething
about this, and it's gone on too | ong.

Number 1881
REPRESENTATI VE DAHLSTROM noved to report HB 305 out of commttee

with individual recommendations and the acconpanying zero fisca
not e.
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Nunmber 1888

REPRESENTATI VE ROKEBERG obj ect ed. He opined that the conmttee
did not yet have enough information regarding costs to the

enpl oyer.
REPRESENTATI VE GUTTENBERG nment i oned t hat al t hough he' d

considered sponsoring simlar legislation that wuld have
provided for a bigger increase, he too had opted to see what the
task force devel oped. He offered that perhaps the information

the ASCC is seeking was presented at the aforenentioned task
force neetings, but the ASCC chose neither to attend those
nmeeti ngs nor send soneone to represent its nenbers. Noting that
the ASCC consistently talks about naintaining a conpetent,
qualified workforce, he pointed out that having adequate U
benefits is one snall step towards retaining that Kkind of
wor kforce - it is one small incentive for qualified workers to
stay in Alaska during seasons when there is no work.

COWMM SSI ONER O CLARAY indicated that the DLWD woul d provide the
information requested - to M. LaBolle on Mnday, and to
Representative Rokeberg before HB 305 is heard on the House
fl oor.

CHAI R ANDERSON noted that commttees often nove bills out wth
the understanding that information will be forthcomng during
t he process.

REPRESENTATI VE ROKEBERG opined that HB 305's next commttee of

referral will not have tine to adequately address the issues
that concern him and suggested that the commttee refrain from
noving the bill until the requested information is presented to

the coomittee. He relayed that he did not know who attended the
af orenenti oned task force neetings or whether small business was
adequat el y represented.

CHAI R ANDERSON announced that that information would also be
forthcom ng.

REPRESENTATI VE GATTO surm sed that the bill's next commttee of
referral will be relying on this commttee's reconmendations,
and relayed that he cannot offer a recommendation at this tine
because of a lack of information. He added that he would be
|l eaving in order to avoid having to vote on a bill that he
doesn't want to see noved yet.

Number 2089
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A roll call vote was taken. Representatives Quttenberg, Lynn,
Dahl strom Crawford, and Anderson voted in favor of reporting HB
305 from comm ttee. Representati ve Rokeberg voted against it.
Therefore, HB 305 was reported fromthe House Labor and Comrerce
Standing Conm ttee by a vote of 5-1.

ADJ QURNVENT
Nunber 2101
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
5:40 p. m
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