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W TNESS REG STER

JI' M POUND, St aff

to Representative Hugh Fate

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented the sponsor statenent for HB 282
on behal f of Representative Fate.
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REPRESENTATI VE KEVI N MEYER

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Testified as the sponsor of HB 339 and
addressed changes in Version I.

SUZANNE CUNNI NGHAM St af f

to Representative Kevin Meyer

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  During hearing on HB 339, answered question
about Version |I.

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

Commerci al / Fai r Busi ness Section

Cvil Division (Anchorage)

Depart ment of Law

POSI TI ON STATEMENT: Testified in support of HB 339 and answered
guesti ons.

ANDREE McLECD
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 367.

REPRESENTATI VE LESI L McGUI RE

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as one of the sponsors of HB 367.

KATHY HARTMAN, Co- Oaner

Fant asi es

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 367.

CARCL HARTMAN, Co- Oaner

Fant asi es

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 367.

REX BUTLER

Anchor age, Al aska

POSI TI ON  STATEMENT: Testified as a representative of Crazy
Hor se and Teasers clubs in opposition to HB 367.

SHERMAN JONES
Anchor age, Al aska

HOUSE L& C COW TTEE - 3- February 2, 2004



POSI TI ON STATEMENT: As an enployee at Fantasies, testified in
opposition to HB 367.

JEANETTE JOHNSON, Owner

Teasers and Crazy Horse

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 367.

DOUG HARTMANN

Anchor age, Al aska

POSI TI ON  STATEMENT: Testified in opposition to HB 367 and
of fered his experience as a dancer and bouncer.

ACTI ON NARRATI VE

TAPE 04-7, SIDE A
Number 0001

CHAI R TOM ANDERSON cal | ed the House Labor and Conmerce Standing
Committee neeting to order at 3:25 p.m Represent ati ves
Anderson, Dahlstrom Lynn, Rokeberg, Crawford, and QCuttenberg
were present at the call to order. Representative Gatto arrived
as the nmeeting was in progress.

HB 282- UNI VERSI TY EMPLOYEE RESEARCH CONTRACTS

Number 0050

CHAI R ANDERSON announced that the first order of business would
be HOUSE BILL NO 282, "An Act relating to contracts between the
University of Alaska and its enployees involving research or
ot her devel opnent of intellectual property and to the authority
of the president of the University of Al aska regardi ng enpl oyee
contracts for devel opnent of intellectual property.”

Number 0100

JIM POUND, Staff to Representative Hugh Fate, Alaska State
Legi slature, presented HB 282 on behalf of Representative Fate,
sponsor . He said HB 282 allows the university to conpete in
research and devel opnent. Across the nation, nmany universities
have noved towards a research role as a way of supplenenting the
hi gh cost of educati on.

MR. POUND said this valuable research has been responsible for

i nventions, innovations, and supplenenting the high cost of that
educat i on. It has also produced a profit by coordinating
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through the private sector. Because of lack of financial
i ncentives, however, based on the Al aska Executive Branch Ethics
Act [AS 39.52], Alaska isn't allowd to participate. He
paraphrased a portion of AS 39.52.010, which states in part:

Decl aration of policy, (A) to discourage those
officers from acting upon personal or financial
i nt erest in t he per f or mance of their public
responsibilities;

He then paraphrased a portion of AS 39.52.170, which states in
part:

Qut si de enpl oynent restricted. (a) A public enployee
may not render services to benefit a personal or
financial interest or engage in or accept enploynent
outside the agency which the enployee serves, if the
outside enploynment or service is inconpatible or in
conflict with the proper discharge of official duties.

MR. POUND explained that HB 282 will give the president of the
university a recruiting tool. He or she wll be able to
negotiate intellectual property contracts and agreenents with a
researcher, who could then develop a project or commercially
vi abl e product. Based on negotiation, the researcher and the
university could both benefit from that commercial enterprise
through sale, entrepreneurial activities, or the devel opnent of
an industry within the state. He said:

The agreenment would allow the researcher to continue
advanci ng work, which would help nmaintain staff at the
uni versity. And with passage of HB 282, we open the
door to a new formof quality staff at the university,
quality researchers, and, potentially, quality faculty
who would be able to earn additional noney that would
not be com ng out of the general fund.

Number 0285

REPRESENTATI VE GUTTENBERG asked M. Pound what he saw as the
ultimate, long-term benefit of HB 282.

MR POUND replied that there are nmany research projects
currently taking place, such as nanotechnol ogy research, at the
University of Fairbanks. He said there have been advances
having to do with mning, geothermal, and geophysical research

He saw the ultimate benefit occurring when a researcher devel ops
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a valuable product and then works with the wuniversity in an
entrepreneurial status. Both the researcher and the university
woul d benefit financially fromthis process.

REPRESENTATI VE GUTTENBERG noted that he'd signed on to HB 282 as
a cosponsor because he saw the benefit of research facilities
affiliated with the university exploring nanotechnol ogy or cold-
weat her research, for exanple.

MR. POUND said a researcher presently has the advantage of using
university research facilities and the efforts of wundergraduate
st udents. An individual would not be able to duplicate these
resour ces.

REPRESENTATI VE GUTTENBERG asked if the president [of the
university] had expressed having problenms wth recruiting
scienti sts.

MR. POUND offered his belief that this bill wll inprove the
ability to recruit. Referring to a survey in the packet that
indicated a retention problem in the university system he said
researchers have no incentive to stay "once they've gotten to a
certain level."

Number 0460

REPRESENTATI VE DAHLSTROM asked M. Pound to clarify the section
of bill information relating to inventions and patents.
Rel ating her understanding that [patents] would be assigned to
the university, she inquired about equitable conpensation for
the researcher who worked on the patent for 20 years, and what
happens when that person retires and |eaves the wuniversity
system

MR. POUND answered, depending on how the contract would be
negotiated, that it would be part of the negotiation process
between the researcher and the university with regard to "who
gets what and when"

REPRESENTATI VE DAHLSTROM suggested it would depend on the
negotiation skills of the professor involved, then.

MR. POUND replied in the affirmative.

REPRESENTATI VE DAHLSTROM requested information about other
universities in the country that may handle intellectua
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property rights in this manner, and whether these efforts are
successful .

MR. POUND said he didn't have total nunbers, but had provided
information in the packet from two other states. He noted that
Duke University Medical Center, a prine research facility in the
nmedi cal profession, had developed new techniques that are
considered intellectual property. He said both the professor or
researcher and the university benefit fromthat greatly.

Number 0580
REPRESENTATI VE DAHLSTROM asked M. Pound:

Do you ... foresee any problem with ... professors
doing research and getting to a certain point and
thinking, "Ch, I've really hit on sonmething.” And, at
that point, changing the focus of their research and
maybe even, then, leaving the university, and so the
students actually don't, then, have the benefit ... of
their education and know edge, because they're | ooking
at it fromjust the financial aspect of the patent?

MR. POUND said he thinks that is the problem now He indicated
HB 282 would put in place a negotiated contract whereby a
researcher would know up front what was expected of him or her
He added:

There is a potential reward for them renmaining and
continuing their research where it's already been
started, and not taking it with them And t hen,

dependi ng, again, how the contract is witten, there
is at least an inplied right for the wuniversity to

say, "Well, that's our property; ... whether you take
it to lowa or not, ... 50 percent of it ... is our
property."”

Nunber 0668

REPRESENTATI VE ROKEBERG asked about the wuniversity's current
policy with regard to ownership of intellectual property.

MR. POUND referred to a handout, noting that currently for an
invention, the inventor gets 100 percent of the first $10, 000
and the wuniversity gets zero; if the invention is worth nore
t han $10, 000, the split is 50-50.
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REPRESENTATI VE ROKEBERG asked, "Fundanentally, the wuniversity
can set its own policy currently on these issues, ... but
they're restricted from actually entering into business
enterprises; that's the nature of the bill?" He also asked for
specific instances at the University of Alaska when this
| egi sl ati on woul d have been hel pful.

MR. POUND replied that Representative Rokeberg was correct with
regard to current university policy. However, he wasn't aware
of specifics that he could discuss due to personnel policies
He said it's a general policy issue. He referred to the
instructors' survey in the bill packet and said there is a
fairly large concern about the "outflux" of professors and
faculty fromthe University of Al aska. He remarked, "W believe
that this is an incentive to keep sone of themthere."

Number 0832

REPRESENTATI VE ROKEBERG said he believes this is positive, but
declared a potential conflict of interest because he has a seat
on the University of Alaska's EPSCoR [Experinental Program to
Stinul ate Conpetitive Research] board. He explained, "It has to
do wth experinental research wth both the federal governnent
and the University of Alaska, with the aim of endeavoring to get
addi ti onal grants or research, and to facilitate the
university's role in research, and to increase their funding."

CHAI R ANDERSON responded, "We'Ill object so that you vote on
this." He went on to say he'd spoken with [Mark Ham |l ton,
president of the University of Alaska] and had offered to
sponsor this bill. Saying he supports the wuniversity and

strengt heni ng busi ness and entrepreneurial ship, he added:

This ... enforces that and says to researchers,

that if you have an idea, you can partner with the
university, and we wll keep you here, and you can
instruct our students and ... keep the talent in the

school, rather than depart.

REPRESENTATI VE ROKEBERG noted that this bill invests the
president of the university with the right to grant, or not
grant, a business application. He asked what the role of the

regents woul d be.

MR. POUND said he wasn't sure, but understood that nost of the
hiring and firing is done by the president.
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Nunber 0947

REPRESENTATI VE DAHLSTROM noved to report HB 282 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 282 was reported from the
House Labor and Commerce Standi ng Commttee.

HB 339- TRADE PRACTI CES

CHAI R ANDERSON announced that the next order of business would
be HOUSE BILL NO 339, "An Act relating to negative option plans
for sales, to charges for goods or services after a trial
period, and to acts that are wunlawful as wunfair trade
practices.”

Number 0985

REPRESENTATI VE KEVIN MEYER, Al aska State Legislature, sponsor
expl ai ned that HB 339 does two things. He said:

First of all, it's going to nmake it clear and concise
when a business uses either free trial practices or
negative option marketing practices. It's going to
require that the seller nake it clear and disclose all
the material itens and conditions of a free trial
peri od.

Any consumer obligations that are required wll be
clear and will be known by the consuner. The seller
is going to have to describe, in detail, all the
charges that are going to be nade after the ... free

trial period, and how these charges are calcul ated,
and how they are going to be paid.

Bottomline: the seller nay not charge a consuner for
a good or service that was provided under a free trial

period unless the requirenents ... have been nuade
[and] satisfactorily are nmet by the business. And
there's a list of all those requirenents ... in the
bill itself for this free-trial-period plan

Number 1200

REPRESENTATI VE MEYER conti nued:

The second part ... of this bill has to do wth
negative option plans. And they're defined as a type
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of arrangenent where a seller provides goods or
services to soneone who doesn't necessarily want them
or order them but you just receive them And then it
requires you to take a proactive position to ... say,
"I don't want these,” or to stop the paynent.

Some businesses have used this; they see this as a
successful nmethod to get their product out there to
vari ous consuners because, frankly, we're all busy. A
lot of wus have two, three jobs, kids, and we get

sonething in the mail, we go, "OK | don't really want
this, but it's only 24 bucks; |I'm going to keep it."
And that's what they're ... hoping for, is that you

don't send it back

REPRESENTATI VE MEYER highlighted the unfairness of putting the
burden on consuners to take action to get rid of sonething that
they don't necessarily want or order. And it can be very
costly, he noted, citing an exanple when he was charged $8 a
nont h and was unable to recover the noney from a travel agency.
He conti nued:

This bill prohibits the use of a negative option plan
unl ess certain disclosures, again, are nade to the
consuner, ... and those disclosures are listed in this
bill too. And what this bill does is, it aligns

Al aska Statutes nore closely to the federal statutes
and the federal rules dealing with negative-option
mar ket i ng. And it renobves any uncertainty in our
statute of what role and responsibility business has
in protecting a consuner, so when people are doing
busi ness up here, it will be clear as to what they can
and can't do.

Nunber 1217

REPRESENTATI VE MEYER indicated the Departnent of Law had worked
closely with him on this, and noted that M. Sniffen would
testify via teleconference. Referring to the proposed commttee
substitute (CS), he said the changes are fairly mnor.

Number 1239

REPRESENTATI VE GATTO noved to adopt the proposed CS, Version 23-
LS1265\1, Bannister, 1/29/04, for discussion purposes.
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CHAIR ANDERSON announced that [Version |[|] was before the
commttee for discussion purposes. In response to nenbers’
requests, he said [the committee aide] would distribute copies.

[Chair Anderson called on M. Sniffen, but there was no
response. |

Number 1319

REPRESENTATI VE DAHLSTROM said she thinks this is inportant,
especially for people who don't wunderstand the system or
vul nerabl e, ol der Al askans. She noted that when she'd had to
deal with this kind of a situation personally, the burden of
proof was always on her to nake phone calls, wite letters, and
so forth

REPRESENTATI VE MEYER agreed that the elderly are probably the
nost vulnerable to these marketing techniques. He said he
believes this bill wll clarify what is required for the State
of Al aska. He added that [the Departnment of Law] can go after
in-state offenders, and for out-of-state ones, federal statute
coul d be used as well.

REPRESENTATI VE ROKEBERG referred to Section 1 of the original
bill and said there seens to be a significant change in Version
| with regard to prohibiting free trial periods. He expressed
concern as a small-business owner, and asked whether reaching
into one's pocket and giving soneone a free pass to a gynnasi um
woul d be subject to this, for exanple.

Nunber 1429

SUZANNE CUNNI NGHAM Staff to Representative Kevin Myer, Al aska
State Legislature, responded, "No." She paraphrased [Version I|]
subsection (e), page 2, beginning at line 13, which read:

This section does not apply to a seller who offers

pronotes, advertises, or otherwi se gives a consumner
goods or services for free if the seller does not
i npose any obligations on a consuner who accepts the
free goods or services.

MS. CUNNI NGHAM remar ked, "So, if you were to give nyself a free
pass to your gym and if there's no obligation that | join the
gym or pay $15 when | walk in the door, then this does not apply
toit."
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Nunber 1500

CHAI R ANDERSON asked about AOL [Anerica Online, Inc., an
I nternet service provider], which costs perhaps $30 a nonth and
yet stores give away [conpact disks that provide] the first 500
hours free. He said he doesn't use 500 hours a nonth, and noted
that AOL didn't give himfree hours when he signed up. He asked
whether this bill would affect that, or whether it's nore of a
federal issue, since [AOL] transcends all states.

MS. CUNNI NGHAM said she believes it wuld be nore of a federa
i ssue, but deferred to M. Sniffen to answer that.

REPRESENTATI VE GATTO expressed a negative opinion of businesses
that say they're giving a free nonth of a good or service, but
not until the third nonth, after the consuner has paid for the
first two nonths.

REPRESENTATI VE MEYER noted that he'd been relying on M. Sniffen
[who wasn't available on teleconference yet] to answer sone of
t hese questions. He added that as long as it's disclosed and in
witing, and the consunmer is fully aware of what he or she is
signing up for, the foregoing situation would be fine.

Nunmber 1638

REPRESENTATI VE GATTO asked whether this wll absolutely prevent
having a conpany provide sonmething |like a phone service wthout
the consuner's positive assent.

REPRESENTATI VE MEYER sai d yes.

REPRESENTATI VE DAHLSTROM noted with regard to comrunications,
there was a specific ruling related to that. She added that the
Regul atory Comm ssion of Alaska (RCA) determ nes those issues
wi th that industry.

REPRESENTATI VE GUTTENBERG asked if wundisclosed balloon paynents
are covered under HB 339, such as when a person buys a
television and the interest is deferred.

REPRESENTATI VE MEYER responded that the consuner would have to
sign a witten consent and clearly accept terns; the onus would
then be on the business to prove it had disclosed the terns to
the custoner, and have this proof in witing.

Nunber 1728
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CHAI R ANDERSON, in the absence of testinony from M. Sniffen,
directed the conmttee to pages 1-2 to discuss whether there was
di sconfort with the [disclosures]. He said he was confortable
wi th paragraphs (1) through (4), which read:

(1) any obligation by the consuner to
purchase a mninmum quantity of goods or services after
the free trial period ends;

(2) a description of all charges that wl]l
be nade after the free trial period ends and how those

charges will be cal cul at ed;
(3) whether any charges for goods or
services will include postage;

(4) any other obligations the consuner
assunes by accepting or using the goods or services
within the free trial period.

Nunber 1756

REPRESENTATI VE ROKEBERG asked for verification that Section 1
relates only to consunmer goods or services, rather than, for
exanple, free rent for an apartnment rental.

REPRESENTATI VE MEYER sai d that was his understandi ng.

[ Represent ati ve Rokeberg deferred an additional question until
after M. Sniffen testified.]

Nunber 1785
CLYDE (ED) SNI FFEN, JR., Assi st ant At t or ney Cener al
Commercial/Fair Business Section, GCvil Dvision (Anchorage),

Departnment of Law, informed nenbers that in spite of technica
probl ens, he'd listened to the previous discussion. He said the
departnment has been working closely wth Representative Myer's
office to come up with the language in the bill, and it's
intended to address a lot of the issues being discussed by the
commttee. He continued:

W did have sone problens |last year with one of the
utility conmpanies trying to get consuners to agree to
pay for services that they had no idea they were
paying for, through a negative option plan. And it
was our position that, essentially, consunmers should
never have to pay for anything that they don't ask
for. You shouldn't just have |uggage show up on your
doorstep and you get to keep it, if you want it; if
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you don't want it, send it back. And that's what this

bill does: it prevents that exact kind of thing.

Some of these other issues | heard the commttee
discuss relating to ... "buy three nonths, get one
nonth free," other types of offers, mght be a little
outside the scope ... of this bill. This bill really
targets two specific types of conduct: the free tria
period, which is, ... "Have this nerchandise for 30
days and if you like it, keep it and we'll bill you."

O another sort of twist on that is, "Try our cable
for 30 days, and if you decide to watch a novie on
this prem um channel, then you're automatically signed
up for that unless you call us and tell us you don't
want it." That's sort of a mx of a free trial period
along with a negative option plan.

The target of this kind of legislation is really

the bigger utility conpanies and national chain stores
who mght already have your business. You al ready
have cable, you already have phone service, and they
want to get you to sign up for additional services
that they offer that you may or may not actually want.

And a lot of these are snall-dollar things that
consunmers just won't blink an eye about. ... It's $2 a
month; it's $4 a nonth. ... You get a notice with your
billing: "Ch, by the way, we've decided to sign you
up for this extra ... voice calling plan, and if you
don't want it, you have to tell wus." And we think
federal |egislation prohibits that.

Number 1877
MR. SN FFEN conti nued:

W have sone consuner protection |anguage in our
current consuner protection Act t hat pr obabl y

prohibits that, but it's not nearly as clear ... as
this bill. So we certainly support this, and see a
need for it in Anchorage. And | don't think it
i nposes an incredible burden on businesses at the sane
tinme.

MR. SNI FFEN concl uded by saying it's sinply a disclosure type of
| egislation, wth the need to get the consuner's consent
bef or ehand.
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Nunmber 1908

REPRESENTATI VE GUTTENBERG referred to page 1 [lines 10-11],
"shall clearly and conspicuously disclose all naterial". He
also referred to page 2 [lines 7-8], "The form for the witten
consent nust be prepared by the seller”. He asked if there is
any standard for the formin terns of format and clarity.

MR. SNI FFEN said that's an excellent question. The | anguage in
the bill just requires it to be "clear and conspicuous”, which
he surm sed would be on a case-by-case basis. He noted that
there aren't any definitive standards as to the size of the
type, for exanple, but said "clear and conspicuous” gives a
little nmore room to |look at the circunstances. He cited auto
deal ers as an exanple, and suggested that nost people know what
"cl ear and conspi cuous"” is.

Number 2010

REPRESENTATI VE ROKEBERG paraphrased the first sentence of
Section 1, subsection (c), which read:

Before offering, pronoting, advertising, or otherw se
giving a consunmer goods or services for a free tria
period, a seller shall obtain express witten consent
fromthe consunmer to the free trial period.

REPRESENTATI VE ROKEBERG asked how that would be done in a
general advertising canpaign. He inquired, "Are you naking the
assunption that the consuner would send for, or consent to, the
free trial period concurrent with the offers to accept the free
trial period?”

MR. SNIFFEN said it's an excellent question. Noting that he was
reading it as Representative Rokeberg was, he suggested
rewordi ng woul d be possible. He added:

| think what you're suggesting is a business should be
able to run an advertisenment that said, "Cone on into
our store and sign up for a free 30-day trial period.”
And you shouldn't have to get witten perm ssion from
a consuner to run that ad. | understand that concern,
and there may be a way we can rework that |anguage a
little bit to clarify that.
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MR. SNl FFEN suggested a possible solution for subsection (c)
pur poses only, to say "before offering or giving a consuner” and
then delete the "pronoting or advertising" |anguage.

REPRESENTATI VE ROKEBERG referred to advertising, subsection (b),
and the "for disclosure"” |anguage. He asked about fine print.

MR. SNl FFEN responded, "It would just need to be clear and
conspicuous, and if we saw sonething in ultrafine print that
required a magnifying glass to read or wunderstand, we would
consider that to be a violation."

Number 2130

REPRESENTATI VE ROKEBERG said he thought it inportant that this
be clear. He said the commttee doesn't want to renove
|l egitimate, free opportunities for the consuner.

Number 2150
MR. SNIFFEN, in response to Chair Anderson, offered conceptua
| anguage to be substituted in subsection (c), page 2, line 5,

al ong with an expl anati on:

Renove the ternms "pronoting and advertising"” from that

line, so the ... section would read "before offering
or otherwi se giving a consunmer goods or services", and
then continue wth that paragraph. That would at

| east allow advertising for a free trial period, in a
certain manner, before the consumer would have to
enter into a witten agreenent.

Number 2183

REPRESENTATI VE ROKEBERG noved that the foregoing be adopted as
Amendnent 1.

Nunmber 2185

REPRESENTATI VE DAHLSTROM obj ected for purposes of discussion and
asked the sponsor to conment.

REPRESENTATI VE MEYER agreed with Amendnent 1, but noted that it
m ght al so apply to page 1, line 9.

MR. SNI FFEN said he didn't believe it would harm the | egislation
to make that change as well.
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REPRESENTATI VE ROKEBERG said he wasn't certain about doing the
sanme anendnment there, however, because of the desire to nmake
sure that the pronotion and advertisenents still have sone
si deboards. He suggested a need to |ook at it.

Nunber 2223

REPRESENTATI VE CRAWFORD began discussion of what |ater becane
Amendnent 2. He proposed that changing "before" to "when" woul d
make nore sense. He asked how those things would be provided
bef ore adverti sing.

MR. SNI FFEN r esponded:

| don't know that there's really a semantic difference
bet ween "before" and "when" offering. The intent, |
think, of the legislation here is to say, "Before you
engage in this kind of activity, we want to give these

ki nds of disclosures to the consuner.” ... If you say,
"Before you advertise, for exanple, you have to do
these things,” | think Representative Crawford 1is
correct: it would happen at the sane tinme as the
advertisenment, or the advertising would include these
ki nds of disclosures. And | read this to nean that,
but | can see how a different reading could nean

sonething different.

REPRESENTATI VE MEYER said he thought that if the recommendati ons
t hat Representati ve Rokeber g had pr oposed wer e made,
Representative Crawford' s concerns would be rectified. He asked
whet her Anmendnent 1 needed to be nade in both subsection (b),
page |, and subsection (c), page 2.

MR. SNI FFEN referred to the proposed changes in subsection (b),
page 1, line 9, and remarked that renoving "pronoting and
advertising”" would allow a seller to advertise or offer, even
t hough [the consumer] would be required to go into the store to
find out nore details. He added:

But when you actually went into the store and actually
signed up for the deal, before you signed on the
dotted line, [the business] would have to nake the
di scl osures, as required, under this statute.

It really is a policy call on whether you want the
adverti senents to include the conditions of the offer,
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or are you going to let the advertisenent bait the
consuners into the store, and then - when they
actually sign on the dotted line - have that docunent
di sclose the terns of the offer.

MR. SNI FFEN recommended that the advertisenent at |east contain
sonme elenments of the offer so people aren't being lured into the
store when they wouldn't have gone if they'd known the details.
He said that's the main difference he sees in having that
| anguage in subsection (b), as opposed to having the "pronoting
and advertising"” |anguage on page 2, line 5, subsection (c).

Number 2370

CHAI R ANDERSON asked if there was any objection to adopting
Amendnent 1, deleting "pronoting and advertising"” from page 2,
line 5. There being no objection, it was so ordered.

REPRESENTATI VE ROKEBERG agreed with Representative Crawford on
the use of "before" in subsections (b) and (c).

TAPE 04-7, SIDE B

Nunmber 2385

REPRESENTATI VE ROKEBERG commented, "You couldn't have 'before'
and 'concurrent' or ‘'concurrently'. ... Mybe 'when' would be
better."

CHAI R ANDERSON asked M. Sniffen whether that nmakes sense to
have "when offering” on page 1, line 9, and on page 2, |ine 5.

MR. SNl FFEN said he didn't see any problens with it.
Nunmber 2357

REPRESENTATI VE  GATTO proposed perhaps substituting "after
of fering".

MR. SNI FFEN countered that it mght allow too much |eeway to the
prospective sellers to nake a pitch and trap the consuner. He
restated the bill's purpose: to bring disclosures out before a
consuner is obligated to do anyt hi ng.

REPRESENTATI VE GATTO asked about "upon offering".

MR. SNIFFEN agreed this would work, or "when offering" would
al so worKk.
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Number 2311

CHAIR ANDERSON interpreted Anmendnent 2 from Representative
Crawford' s previous suggestion: On page 1, line 9, and on page
2, line 5 delete "before" and insert "when".

CHAI R ANDERSON asked whether there was any objection to adopting
Amendnent 2. There being no objection, it was so ordered.

Nunber 2291

REPRESENTATI VE ROKEBERG referred to [Section 1] subsection (b),
paragraphs (1) to (4). He asked whether it's correct that when
[a business] is advertising, these terns nust be in the
adverti senent.

MR. SNl FFEN enphasi zed the need to address the four [paragraphs]

of subsection (b). Al though there are no specific terns, he
said the material terns need to be included in sone clear and
conspi cuous way in the offer. In further response, he said, for

exanple, that if the charges for the goods or services required
paying for postage to receive them there <could be sone
di sclosure that the offer doesn't include free postage, or that
the consuner is responsible for those charges.

REPRESENTATI VE ROKEBERG not ed that [paragraph (3)] says "whether
any charges will be included", not "if".

MR. SNl FFEN agreed, suggesting either could be used. |In further
response, he said this |language cones straight from the federa
statute that is very simlar to HB 339. He added:

However the seller wants to address that postage - if
there isn't any, sonetines silence can be confusing

But to say that the offer includes all postage and
handl i ng charges, for exanple, here in Alaska, that
could be inportant because that could consune a |arge
part of the cost of the goods or service.

O course, it's up to the commttee if you want to
only have to disclose that if there is an obligation

on the consunmer, or ... you can let it be silent if
there is not an obligation on the consuner. That
woul d be the effect of changing ... the word "whether"
to "if".
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Nunber 2202

REPRESENTATI VE GATTO began di scussi on of Conceptual Amendnent 3.
He asked M. Sniffen whether "postage" is too focused, since
there are different ways of transporting goods.

MR. SNIFFEN said that's an excellent point and that he'd not
object to anmending that to just say "includes shipping charges”.

REPRESENTATI VE ROKEBERG suggest ed "shi pping and handling".
Nunmber 2165

REPRESENTATI VE GATTO noved to adopt Conceptual Anendnent 3: On
page 2, |line 2 [paragraph (3], delete "postage" and insert
"shi ppi ng" or "shipping and handl i ng".

CHAIR ANDERSON announced that it wuld be "shipping and
handl i ng". He asked whet her Representative Meyer objected.

REPRESENTATI VE MEYER sai d he had no objection.

CHAI R ANDERSON asked whether there was any objection to adopting
Conceptual Anendnent 3. There being no objection, it was so
or der ed.

Nunmber 2146

REPRESENTATI VE ROKEBERG reiterated Representative Quttenberg's
issue with small print, and asked M. Sniffen if there are
regul ations on this issue.

MR. SNI FFEN said there are no regulations on the size of print,
al though the [departnent] could certainly adopt sone. The
requi renment under this language is sinply that it nust be clear
and conspi cuous, which could be dealt with on a case-by-case
basi s. He added that "clear" and "conspicuous"” have been
judicially defined in a variety of circunmstances, and suggested
the departnent could probably "make a run" at violations dealing
with small print.

Number 2111

REPRESENTATI VE GUTTENBERG asked if there were any issues
concerning interstate comrerce.
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MR. SNI FFEN responded that he didn't believe so and remarked
"W don't have a problem here with a |lot of outside conpanies
engaged in this practice.” As an exanple, he cited Borders
Bookstore in Anchorage and expl ai ned:

Well, Borders is a national chain, and they're subject
to a lot of federal regulation. And to the extent
they are conplying wth the federal regul ati on
nothing in our statute here ... would change that. So
| don't think there's a burden on interstate commerce
through this |anguage, that doesn't already exist
t hrough ot her federal statutes.

CHAI R ANDERSON asked whet her anyone el se wished to testify. He
then cl osed public testinony.

Number 2049

REPRESENTATI VE DAHLSTROM recalled stating an objection [to
adopting Version I] and renoved it.

Number 2038

REPRESENTATI VE ROKEBERG noved to report CSHB 339, Version 23-
LS1265\1, Bannister, 1/29/04, as anended, out of commttee with
i ndi vidual recomendations and the acconpanying fiscal notes.
There being no objection, CSHB 339(L&C) was reported from the
House Labor and Conmmerce Standing Committee.

The commttee took an at-ease from4:20 p.m to 4:23 p.m

HB 367- L1 CENSI NG SEX- ORI ENTED BUSI NESSES

Nunber 2016

CHAI R ANDERSON announced that the final order of business would
be HOUSE BILL NO 367, "An Act relating to the licensing and
regul ati on of sex-oriented businesses and sex-oriented business
entertainers; relating to protection of the safety and health of
and to education of young persons who perform in adult
entertai nment establishnments; and providing for an effective
date." [Before the commttee, adopted as a work draft on
1/ 30/ 04, was a proposed conmm ttee substitute (CS), Version H.]

CHAIR ANDERSON infornmed nenbers that public testinony would
continue, and requested that testinony be limted to three
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m nut es api ece. He noted that Representative MQiire, one of
the two sponsors, was present to answer questions. He also
noted that he woul d propose an anendnent.

Nunmber 1989

ANDREE MLECD expressed appreciation for efforts to protect
m nors under age 18 from predators and so forth, but voiced
concern that HB 367 has far-reaching effects on people 18 and
older in terns of freedom of expression and free speech. Noting
that this is called a "sex-oriented business" bill, she
suggested it mght be prudent to change it to "adult-oriented
busi ness” because sex isn't necessarily occurring. She said:

| believe this is a local issue that's just conme up,

in front of our community council. | am the vice
presi dent of Tudor Conmunity Council. W dealt with
it; | voted against the resolution, although our
comunity council passed it. This is local because
| ocal governnents can establish and Iimt what will be

allowed and tolerated in their comunities, but I
don't believe the state has any business in it.

What really concerns ne is that governnent is telling
wonen, 18 vyears old and older, what they can and

cannot do with their bodies; ... | caution this body
to be mndful of that. There are already |aws
addressing illegal activities, especially when they
deal with mnors under the age of 18, and
prostitution. And the onus is on ... the police

departnments to enforce those [laws] and go after the
adul ts and the predators.

But, again, in this country we value our rights of

dealing wth freedons of expression, and | would,
again, caution you to not behave as censors because
you don't find them to your |iking, based on your

noral s and beliefs.

In the second paragraph of the sponsors' statenent
it's mentioned that it's likely wunconstitutional to
ban 21-year-olds from these | obs. So you already
understand that there mght be an wunconstitutional
i ssue here. W are tal king about performance art, and
it's a century of performance art.

Nunmber 1876
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REPRESENTATI VE GATTO asked if M. MLeod was saying state
protection isn't needed for mnors, and it can be done locally.

M5. MLEOD replied no, reiterating that she appreciates efforts
to protect mnors under the age of 18. She referred to the
second paragraph of the sponsor statenent and noted that it
mentions that it is |likely unconstitutional to ban [those under]
21 years from these jobs. She said this is a censoring of
performance art.

Nunmber 1836

REPRESENTATI VE LYNN offered his wunderstanding that this bil
doesn't ban this type of activity, but licenses it.

Number 1825

REPRESENTATI VE LESIL MGU RE, Alaska State Legislature, one of
t he sponsors of HB 367, responded:

Suffice it to say, | think what we're doing here is
constitutional. W are walking a fine line, and we
realize that, but we have good news to report, that in
Barnes v. denn Theater, Inc., which was reported out
of the United States Suprenme Court in 1991 - very
recent - what we're seeing is a trend in the Suprene

Court that goes toward saying that in the past,
conduct has been considered a form of expression, and
yes, that's true. But that said, we want to give a
greater role to states and |local governnents in
countering that by saying if you have a substantial
state interest in curbing the secondary effects of
sonething that, in fact, may involve speech and may
i nvol ve conduct that cones out of that, that the state
does have a role and, in fact, an obligation. That's
one.

And nunber two: the Suprene Court in that case
made it very, very clear that you have to be carefu
when you tal k about conduct as being equated with free
speech, and that all types of conduct - including
wal king down the street, chanting a song that maybe
you learned in Grl Scouts, or going to mneet your
friends for lunch, or so on - there are all kinds of
things that we engage in as humans that are conduct
that can be described as "expression.”
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And so what you are seeing, Andree [MLeod] is
absolutely right. This is an area that has had
constitutional challenges and controversy. But it is
ny belief, and Representative Gara's, that you are
allowed to license. In fact, ... | would state that
100 percent. ... Wthin the license, | believe - and
we believe from our case law - that you can nmake an
age- based restriction on that |icense.

Number 1720
REPRESENTATI VE McGUJ RE cont i nued:

So we are not banning nude and sem -nude dancing in
the state of Alaska wunder any stretch of the

i magi nati on. W are not even going as far as other
states have. For exanple, in the case that | just
menti oned by the Suprenme Court, Indiana went so far as

to say, "You have to have pasties, and G strings, no
matter what age you are.”

What we are saying is, you can do that in the state of
Al aska, but you have an age-related restriction that's
associated with it, so that when you apply for a
| icense, you have to denonstrate that you're of a
certain age. And we're also requiring that the
establ i shnment itself be licensed.

The final thing, [Ms. MlLeod]: | appreciate what you
say about |ocal governnents, but the fact is, |ocal
governnments aren't regulating this industry. VWhat we
know from testinony from the state troopers, the APD
[ Anchorage Police Departnent] and the [Al coholic]
Control Beverage Board is that these clubs have gone
unr egul at ed.

Number 1707
REPRESENTATI VE McGUI RE conti nued:

And so you have no oversight that's going on. And the
police, in their testinony, if you recall, said, "W
woul d | ove to have sone kind of a legal framework that
gives us an excuse, that gives us an opportunity,
whether it's just a nere fact of checking |icenses.
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Right now, ... the standard is nuch higher. So ...
that's where we're at. W believe that we're on
confortable ground. ... W don't maintain that it
won't be challenged, but we think it would be
chal l enged whether or not we were nerely licensing at
18 or 19. W think that the folks that you' re going
to hear from online are going to absolutely oppose
anything that requires regulating of their industry or
asking them to pay for that regulation. ... And |
think [that] is logical: you would expect they would
oppose that.

CHAI R ANDERSON cal | ed on Ms. Kat hy Hart man.
Nunmber 1635

KATHY HARTMAN, Co-Omer, Fantasies, asked whether Ms. MLeod was
al l owed to respond.

CHAIR ANDERSON replied that the question was posed to the
sponsor, who'd answered it.

M5. KATHY HARTMAN said she and her sister, who also owns the
busi ness, have been in business for 15 years and don't have many
regul ati ons on their business. However, they've tried to self-
regul ate. I ndi cating she hadn't had an opportunity to review
the new proposed CS, she noted the need for nore tine to
research it. She agreed with M. MLeod that [she and her
sister] don't consider their business to be sexually oriented,
but nore adult-oriented, dealing in performance art rather than
sex. She expl ai ned:

W are not a participation sport so much as a

spectator sport, if you wll. People cone in to
watch; they don't conme in to participate. We have
various and sundry laws already on the books that
regul ate nost of the issues that are in this bill. If

the city police and the people that are supposed to be
regulating this can't regulate it at this point, [what
makes] anybody think that sonebody else is going to
come in and regulate it nore, wth nore |aws,
particularly when a lot of the Ilaws are just

r edundant . They just [do] things that are already on
the books that are not being enforced, if that is the
pr obl em
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At the last public safety neeting that | attended,
Chief Mnegan [of the Anchorage Police Departnent]
told us that the police had better things to do than
deal with | egal businesses that are already regul ated.

Nunber 1551

CAROL  HARTMAN, Co- Omner, Fant asi es, voi ced concern about
dancers' having to take classes about STDs [sexually transmtted
di seases] and self-defense, for exanple; objected strongly to
having her business called a sexually oriented business [SOB],
saying it's an adult-oriented business, which is how it's been
referred to in other codes; objected to having all these
regul ations; and said there is no sex involved and thus the STD
[ education requirenent] is a noot point.

M5. CARCL HARTMAN said people who are 18 years old are adults,
and should have every right and be able to work wherever they
want. To work in another industry, she said, they don't have to
follow these rules and regul ations, take classes, or |earn about
ot her jobs. So why should they have to for this industry?
Citing a 10-year study done in Las Vegas on dancers and their
custoners, she said it showed that STDs occur on average 20
percent of the tinme anong typical sane-age females; wth
dancers, it was only 9.6 percent. She concl uded:

There was a |ot of other things covered in there, too,

but at three mnutes, I'm not going to be able to
cover it. |"ve got a lot of Suprenme Court rulings
here, too, that I'd like to get into, but obviously we
don't have tine. And | just would think that we

should be given a little bit nore tine to go over this
and study it, and conme up with some nore answers and
guestions for you.

Number 1439

CHAI R ANDERSON asked that M. Carol Hartman send any witten
i deas regarding those cases or her thoughts to the committee.
He pointed out that the bill had further commttees of referral.

REPRESENTATI VE ROKEBERG asked Ms. Carol Hartnman if the dancers
in her business are hired under the wage-and-hour Act or are
i ndependent contractors.

M5. CAROL HARTMAN replied that they had never done independent
contracting, which she believes would be against the |aw She
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offered to show paperwork from her business that had to do wth
enpl oyees.

Nunber 1364

REPRESENTATI VE ROKEBERG asked Ms. Carol Hartman if she allowed
peopl e over the age of 21 into her under-21 club, and if many of
her clientele were mlitary personnel.

M5. CAROL HARTMAN replied that nost of the dancers, enployees,
and patrons are over 21. On Fridays and Saturdays she sees sone
who are 18, 19, or 20 years of age, but basically it is an ol der
clientele. She declared, "W have a lot of mlitary."

Number 1356

REPRESENTATI VE DAHLSTROM asked that M. Carol Hartrman include
information about the study from Las Vegas in the information
she woul d provide to the conmttee. She also inquired about the
| i censi ng process there.

M5. CAROL HARTMAN said she didn't know. She clarified that she
had information from "Legal Economi cs, | ncorporated,” and
mentioned information about Supreme Court rulings on licensing
and licensing applications that were ruled unconstitutional, but
didn't have copies with her at the tine.

REPRESENTATI VE McGUI RE, noting that her office had information
on Las Vegas, San Di ego, and Los Angel es, added:

It is far nore stringent. This [bill] barely
scratches the surface of the licensing requirenents
that are in place in those conmunities, and nmany nore
comunities. Those were just the three that we | ooked

at . So ... | think it's inportant that people
understand, while Las Vegas will tout that as one of
their industries and attractions, they also step up to
the plate in ternms of |I|icensing and responsibility

that's [commensurate] with it.
Number 1235

CHAI R ANDERSON noted that he was fornerly associated with the
Anchor age CHARR [ Cabar et Hot el Rest aur ant & Retailers
Associ ation]. He asked if any associations that are nenbers of
CHARR or ARBA [Anchorage Restaurant and Beverage Association]
had witten Ms. Hartman or taken a stance on this.
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MS. CAROL HARTMAN i ndi cated she'd ask them about it.
Nunber 1157

REX BUTLER, saying he represents Crazy Horse [club] and Teasers
[under-21 <club] and noting that owner Jeanette Johnson was
present, asked what research had been done in Anchorage to
establish the need for this regulation. He expressed concern
about having an opportunity to look at it and comment on it. He
al so expressed concern that isolated instances may have been
encountered and thus led to a request for this regulation. He
provi ded an Internet address, "legal econom cs@uol.conf - saying
Dr. Robert Schmdt (ph) and Dr. Alan Slotnman (ph) apparently did
this, a 10-year study of 700 dancers and 400 patrons; he also
provi ded a phone nunber, (702) 579-4101.

MR. BUTLER enphasized the desire to review the research or
conplaints in order to determne whether this additiona
regul ation is needed. Also noting that dancing is a transient
busi ness, he expl ai ned:

Young ladies wll cone in, sonetines just for the
sumer, and work. Some will just come in just to work
for winter. Now, you want the club owners to pay for
these people to have STD testing, when |I'm not sure
that ... that's necessary - and certainly owners of
the businesses are concerned - and to have career
training, and self-defense classes where we're not
even sure ... that any dancer's ever been harned by a
patron, or that ... any dancer has ever had STDs, or

needs career training.

But the fact of the matter is, ... nost of the dancers
in town are over 21. But aside from that, there are
lots of them ... You ve got three or four clubs

in Anchorage that feature dancers - maybe five - to
put in enough noney to pay for all of this. And, of
course, that's creating a burden ... on the clubs.

And, of course, if they don't conply, then they can
| ose their license and what-have-you. So I'd also ask
the commttee to please review ... that aspect of it.
And certainly, when it gets to [the House Finance
Comm ttee], they need to take that into consideration.

Number 0985
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CHAIR ANDERSON informed M. Butler that |ast week's testinony
i ncluded "a doctor from Duke University, on nmental and enotiona

brain formation, and how this actually does adversely affect, in
this case, young |adies who are dancing, under 21, in ternms of
the potential for ... anything from |anguage to touching,
assault, and other things, that certainly he believes and others
believe do occur in these establishnments.” He continued:
Secondly, we heard ... a lot of representation from

the Anchorage Police Departnent, in fact, so many that
we had to cut sone of the officers off, and | think we
only heard from four, stating that, 1in actuality,
there are problens. And they're not stating one club
or another, and we were talking about under-21, not
Crazy Horse, ... but the establishnents that afford
18-year-ol d wonen to dance.

And they talked about that sonetinmes there are high
school girls dancing and certainly high school
patrons. It was noted that they're 18-year-olds.

The state troopers cane on and endorsed the bil
whol eheartedly, and said ... they agree wth the
direction it's going. And then, finally, the other
person ... that testified was ... the PTA chair.

CHAI R ANDERSON concl uded by saying he'd have his staff send M.
Butl er and the Hartmans a packet.

REPRESENTATI VE DAHLSTROM di sagreed that patrons don't "go after”
t he dancers. She renarked:

W do have proof, and | would use as an exanple the
famous Alaska case of ... the baker, M. Robert
Hanson, who years ago specifically targeted nothing
but dancers and prostitutes. And that's a case that
terrorized our entire state for many years, and took
the lives of dozens ... of wonen of all ages.

MR. BUTLER said he understood that, but pointed out that it was
years ago and that M. Hanson was convicted of nunmerous crines
that this bill doesn't even address. He reiterated that he
wonder ed whet her some sporadic instances are now fueling this.
Nunber 0800

REPRESENTATI VE McGUI RE r emar ked:
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Wen | talked wearlier about the role of |oca
governnments and state governnents, what we know is

that we're allowed to place ... reasonable tine,
pl ace, and manner restrictions ... because we have a
substantial state interest and there are secondary
effects.

To establish a substantial governnent interest, ... a
city must show that in enacti ng particul ar

limtations, it did rely upon evidence permtting a
reasonabl e inference that absent such limtations, the
adult business would have harnful secondary effects.
... So that's inportant, and it goes to what
M. Butler was saying.

What is also inportant is, a city need not conduct new
studies or produce evidence independent of those that
have already been generated by other cities to
denonstrate the problem of secondary effects, and my
rely upon studies by other cities and |egal opinions
on simlar issues.

So that's what's really inportant in ... the testinony
that you heard. Some of it by the neuropsychol ogi st
was direct; by the PTA president, it's direct. And it
stenms, M. Butler, ... directly from the fact that
teachers and parents are reporting that there are
students in the classroons ... in our schools in the
state of Alaska that are stripping. And sonme of them
are not 18. Some of them are 18. Sone of them are
17. Sone of them are 16.

And they are also reporting that in these classroons
sone of the young nmen are patronizing these places.

It's having a disrupting effect on education. There
are taunts that go on to these young wonen. They are
called all kinds of nanes. ... They are conpron sed
in the opinion of teachers and parents, basically, for
life. ... They are put into a category of a person,
and are treated wthin the school setting ... in that
way.

And in the opinion of one teacher | talked to, she
believes ... it had a direct effect on one student
droppi ng out that she knows of. | don't know how many

nore. So that is an inpact on our state.
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Nunmber 0658

REPRESENTATI VE McGUIRE referred to a study done on strip clubs,
according to strippers, exposing workplace sexual violence; she
offered to provide it to M. Butler or anyone else, and noted
that it had been read by Representative Gara at the previous
bill hearing. It says 78 percent of wonen in these clubs report
bei ng grabbed by their arm 94 percent, grabbed by their waist;
56 percent, bitten; 78 percent, |icked; 39 percent, slapped; 72
percent, punched; 72 percent, pinched; 61 percent, spit upon;
and 83 percent, having their costune actually pulled off. Wth
regard to the "legal part,” she remarked:

It is relevant that we have local information, but it
is not the entire story. W are allowed to rely upon

studies that have been done CQutside. W are all owed
to rely upon | egal opinions of other conmunities. And
that's what we've been doing, is building ... that
record.

CHAI R ANDERSON assured |listeners that the | egal aspects woul d be
debated in a another conmttee.

Number 0571

SHERVMAN JONES, currently an enployee at Fantasies, explained
that he'd worked at eight clubs around the country and thus
brings a different perspective to his testinony. He said:

Basically, it is very easy to say ... what happens in
t he cl ubs. And if you have never actually been into
one of the establishnments, all the studies in the
world can be done, people can say this happened or
t hat happened, but if you have not been in the club
you don't know what's going on.

Any perspective that you want to find, you can find.
You can find a person that fell down on a piece of
ice, or you can find a person that this happened or
t hat happened. I don't t hi nk, under any
ci rcunst ances, any type of licensing that you bring is
goi ng to change any of that.

It was said that ... troopers, as well as APD, have
reported all these things that have happened. VWher e
are the people that are being arrested for breaking
the law? |If a |law has been broken, the people should
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be arrested. If something happened or occurs in a
club and it's a crinme, the people [who conmitted the
crine] should be arrested. And we would love to see
the blotter reports.

| work at Fantasies. W have a relationship with the
police officers. W have no problem with them com ng

in. If we do sonmething wong, we expect the sane
thing across the board. But all these things are
being said. W would love to see it, but | don't want
to see the study. | don't want to see Dr. Long (ph)

or whoever did the study on this, because anything
that you want to find, you can find.

If you start to teach young | adies, young adults, how
to so-called protect thenselves, that's what | do. I
am ... police-certified trained. [ teach them how
to protect thenselves if soneone does bunp into them
And it's going to happen. It happens at MDonald's
[restaurant]. So what are you going to do - are we
going to get a license for MDonald s and we're going
to say, "Hey, if you work at MDonald's, you can't do
t hi s?"

This is a job; this is entertainment. And you have to
|l ook at it like that. Just because soneone [doesn't]
approve, that's their nor al convi cti ons; that's
sonething that they deal wth. But ... this is still
the United States, when | woke up this norning, unless
it's changed. ... And now, are we going to start
passing all of our positions and noral beliefs on
everyone else? No. This is the United States.

Nunmber 0343
JEANETTE JOHNSON, Owner, Teasers and Crazy Horse, testified that

she opened Teasers a year ago and has yet to get an 18-year-ol d.
She countered the idea that "all of these young ladies at 18 are

rushing to get in a strip bar.” As for girls dancing at 14, 15,
or 16, she asked, "Where are their parents? ... | wonder if the
PTA went to their parents from schools, and told them they
[were] out in these places.” She continued:

On the girls' getting a business license, | think if a

girl cones up fromthe Lower 48 and has to go to work,
knows that she has a job or can get a job here, and
had to wait 10 days for this business license to be
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approved and to be posted and whatever, that young
| ady's going to go to the streets or sonmewhere fast if
she needs to nmake hotel noney or sonething like that.
| think 10 days is just too long a tine for a business
| icense to be issued.

As far as diseases, you can go in any public restroom
if it's not clean, and sit on the toilet. | f
[there's] not tissues there or toilet seat covers,

you can contact a disease.

Nunber 0222

CHAI R ANDERSON surm sed that anmending the bill to change the age
to 21 wouldn't affect Crazy Horse, a full-dispensary, |icensed
establishment with dancers and patrons over the age of 21; he
asked whether that's correct. He noted that it would affect
Fant asi es.

MS. JOHNSON replied, "Except Teasers." She added:

If everybody is so worried about 18, we don't hire

girls that are still in high school. If they [are]
still in high school at 18, | don't know what the
system is |ike now, but what are they still doing in

hi gh school at 18 and 19?

CHAI R ANDERSON estimated that perhaps 20 percent of high schoo
seniors are 18 years of age. He offered to send her a packet of
the input and letters.

Number 0108

DOUG HARTMANN, Anchorage, began by saying he has no rel ationship
to the two Hartmans who'd previously testified. He stated, "I
joined the mlitary at age 18, and we ended up going to war, the
second half of the war that we're continuing on wiwth now" As
for freedom of expression, he said he has been an artist al nost
10 years and remarked:

At age 18, if a person can go to war and die for their

country or Kkill another human being for their country,
how cone they can't participate [in] artistic
expression? | think that ... what the |ady over here

was tal king about, with the woman's right to choose
what she does with her own body, if she's an adult,
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that's a strong statenent, and | stand behind that
al so.

MR. HARTMANN referred to the suggestion that this gives |oca
| aw enforcenent an excuse to cone into the clubs and check the

| i censi ng. He asked, "An excuse to do what?" He referred to
testinony by Rex [Butler] and said there are crinmes commtted
everywhere, including these establishnents. He added, "We have

bouncers, we have people protected, and we try to do everything
we can to make sure these girls know about sexually transmtted
di seases. "

TAPE 04-8, SIDE A
Number 0025

MR.  HARTMANN enphasized the desire to make sure that "our
dancers conme back to us safely.” He questioned, however, why it
woul d be nore difficult for people to get a license to work for
a club than to get a business license to start their own
business or a license to operate a vehicle. He al so suggested
fingerprinting and so forth would make people "look and feel
like they are a crimnal." Wth regard to crinme and bad
behavi or, he said:

I'"'m the guy who goes out there, and | watch the
dancers, and | watch the customers to nmake sure these
crines are not committed. And when | see anything
that | ooks renotely ... disrespectful to one of ny
| adies, then | stop it. And | stop it imrediately.

| think if there's going to be regulations, ... we
need nore help in stopping these from happening. | f
sonebody does try to do something, ... we need to be

able to call the police. W need to be able to say,
"Hey, this guy is stealing fromher, this guy is doing
sonething,” rather than, "Excuse ne, sir, can you
pl ease leave?" ... That's not right; that's not
respectful to the business; that's not respectful to
the | adies who work there.

MR. HARTMANN suggested that this doesn't show any concern for
peopl e 21 years old or older. Reiterating that this issue isn't
with the dancers or clubs, but is with the people, he concluded:

W need nore regulations on what we can do to help

keep these things - keep these bad people - away from
our dancers, and we can keep this a clean industry,
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because, believe nme, nobody in this room wants these
things to happen that you've described that happen all

the time - which, | can tell you, ... do not happen as
often ... as it is clained to happen.
Nunber 0200

REPRESENTATI VE ROKEBERG, noting that the bill would require a
dancer to get a biennial license for $844, asked M. Hartmann
how this would affect his hiring practices.

MR. HARTMANN cited an exanple, pointing out that the cost of a
busi ness |icense has been raised to $200, from $50. He asked
why it would be twice that [$844 every two years] for a dancer
who isn't even a business owner.

REPRESENTATI VE ROKEBERG asked how it would affect the business
itsel f.

MR. BUTLER spoke up: "I't would close it up. A lot of these
young | adies don't have that kind of nobney to start wth
and that kind of noney, oh, that's astronomcal." He added that

it doesn't cost that much to get a license to practice |aw.
CHAI R ANDERSON cl osed the public hearing.
Nunber 0322

CHAI R ANDERSON i ntroduced Anmendnent 1, |abeled [23-LS1394\D. 3
Craver, 1/30/04], which read:

Page 1, lines 2 and 3:

Delete "relating to protection of the safety and
health of and to education of young persons who
performin adult entertai nment establishnents;”

Page 4, line 5:
Del ete "19"
| nsert "21"

Page 4, lines 16 - 23:
Delete all material.

Page 6, line 5:
Delete "(a)"

Page 6, lines 9 - 12:
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Page

Page

Page

Page

Page

Page

Delete all material.

9, line 9:
Del ete "18"
| nsert "21"

9, line 11:
Del ete "18"
| nsert "21"

9, line 16:
Del ete "18"
| nsert "21"

9, line 22:
Del ete "18"
| nsert "21"

10, line 2:
Del ete "18"
| nsert "21"

11, lines 18 - 31:
Delete all material.

Renunber the followi ng bill sections accordingly.

Page

Page

Page

Page

12, line 6:

Del ete "Secti
| nsert "Secti

12, line 12:

Del ete "Secti
| nsert "Secti

12, line 13:
Del ete "sec.
| nsert "sec.

12, line 19:

Del ete "Secti
| nsert "Secti

Number 0235

ons 3 - 5 of this Act take"
on 3 of this Act takes"

ons 3 - 5 of this Act take"
on 3 of this Act takes"

7(b) "
5(b)"

ons 1, 2, 6, and 7"
ons 1, 2, 4, and 5"

CHAI R ANDERSON referred to testinony the previous week and said
he believes the claimthat any change of age would be violative

HOUSE L& C COW TTEE

- 36- February 2, 2004



of the First Amendnent isn't accurate in this case, because
there are secondary effects. He highlighted the need to nake
policy with regard to what affects the public. He said
testinmony from the PTA, APD, and state troopers led him to
believe that "we do think prostitution is increasing, and naybe
not at your club, but at others,” and that 18-year-olds aren't
attendi ng school. He continued:

A doctor from Duke University stated nental and
enotional abuse, and credible statistics to that; drug
use; there was a list of things and reasons why |'d
like to nmake an anmendnent to say that patronage should
be 21 and danci ng should be 21.

To refute what the last gentleman said, right now you
can't ganble until you're 21 years of age, and you
can't drink until you're 21 years of age. And we have
to have parity; we have to have a uniformty if we're
going to ... have laws that affect ... these
establishnments. And so it's purely on a public policy
basis and [a concern for] the safety for these 21-
year - ol d dancers.

Number 0430

CHAIR ANDERSON noved to adopt Amendnent 1 [text provided
previ ously].

REPRESENTATI VE ROKEBERG obj ected for purposes of discussion.

CHAI R ANDERSON expl ai ned that Amendnent 1 inserts [age] "21 for
19 and 18 where necessary." He suggested it's fairly self-
expl anat ory. In reply to Representative CGuttenberg, he said it
anends the original bill [Version D, |abeled 23-LS1394\D], and
that Barbara Craver [the drafter] had told him it applies
substantively to [Version H as well, but that the [page and
| i ne] nunbering woul d change.

REPRESENTATI VE ROKEBERG asked if this sinply changes the ages,
but the other provisions do nothing else.

CHAI R ANDERSON said that was correct, other than the title. He
explained that renoved [from the title] would be "relating to
protection of the safety and health of and to education of young
persons who performin adult entertainment establishnents”.

Number 0536
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REPRESENTATI VE ROKEBERG asked whether the anendnent includes
changes from DCED to the Departnment of Labor [& Wrkforce
Devel opnent], the Departnent of Law, or the Departnent of Public
Saf ety (DPS)

CHAI R ANDERSON sai d no.

REPRESENTATI VE ROKEBERG remarked that he'd "take any one of
those ... departnents except that one,” but wouldn't address it
NOW.

CHAI R ANDERSON suggested any recommendations could be analyzed
in the House Judiciary Standing Conmittee [which Representative
McQuire chairs and he is a nenber of].

Number 0536
REPRESENTATI VE ROKEBERG r enpoved hi s objection.
REPRESENTATI VE McGUI RE comrent ed:

Representati ve Rokeberg and | have already discussed
this. "' m anenable to any changes that would include
placing it wthin the appropriate departnent, the
departnent that has the nost resources to handle it.

And then | also just wanted to make it clear on the
record that the licensing fee was not determ ned by
nme. And | would not have it that high. The reason
that the license fee is apportioned out that way is on
account of a fiscal note that | received just Friday.

So what |'ve been doing, for those online, is,
|"ve been working with the [D vision of OCccupational]
Li censing to reduce that.

The biggest part of that fiscal note is the education
and training that we want to give young people so that
they know there are other alternatives out there. The
testinony conmes from former strippers that were young
when they got into it. And what they have been saying
to me, and to ny staff and to us, is that they didn't
know that there were vocational opportunities,
schol arshi ps, any other alternatives, and they needed
to make a buck.
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And so, we just want them to have ... the education;
that's the high part of the fiscal note. W're trying
to find a nodel for that, and we're going to get the
fiscal note down. And |I'd be anenable to anything ..
Represent ati ve Rokeberg has suggest ed.

CHAI R ANDERSON referred to testinony the previous week and asked
for confirmation that representatives from Covenant House
[ Al aska], DPS, APD, and the PTA, as well as the professor from
Duke [University], had all said they'd prefer the age for both
pat ronage and dancers to be 21.

Number 0654

REPRESENTATI VE McGUI RE agr eed. Sayi ng she didn't have the case
bef ore her, she added:

One of the things we know that's interesting is that

your constitutional rights are less as a patron; in
fact, they're alnbst nonexistent. Your right to be
entertained ... is not affected at all. So ... that's
not even sonething we need to deal wth. But the

reason that they testified to that is that it's, in
fact, the exposure that young people have to drugs, to
the potential for prostitution, to abuse, and to other
things that they may not be prepared for.

The final thing I would say is, | really support this
nove to change it to 21. What we heard from the
[ Al coholic Beverage Control Board], from the troopers,
and the APD is there are already institutions in place
for 21-and-older clubs, by virtue of serving al cohol
So that's a license that's already required; that's a
big hamrer that's over sonebody's head. | guarantee
that if you ask Jeanette Johnson, she nakes sure her
servers are 21 and ol der because the penalty is so
great: if they are not, they can get their alcohol
| i cense pull ed.

REPRESENTATI VE MGU RE closed by saying she believes it
i nportant for patrons and dancers to be at |east 21 years old.

is
Number 0733
REPRESENTATI VE GUTTENBERG stated concern, with this amendnent,

about the severability clauses if it becones a constitutional
i ssue. He also asked about the fallback position. Wuld people
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ages 19 to 21 be allowed to dance and be covered by these
regul ati ons?

REPRESENTATI VE McGUI RE r esponded:

What | have uncovered through ny research, and others
have as well -- Kara Nyquist, the attorney from
Covenant House [Alaska] -- is that the constitutional
challenges ... exist whether you say 19, 20, or 21.
So the issue is the age of majority. W think we can
overcone that. W think that there [are] argunents
that ... you can't snoke until you're 19 now, you
can't drink wuntil you're 21 now. W think we've

presented evidence on the secondary effects.

That said, the fallback position and what you'll see,
just to ... cut to the chase: ... the severability
clause, as -everybody wunderstands, if one part 1is
deened unconstitutional, the guts of it renain. The

guts of it that would remain begin on page 11, and
they start at Section 3 and go down through Section 7.
So, essentially, what we're going to do is fall back
to saying, "OK, if you say it's wunconstitutional to
have the age-related requirenent in the |icense, that

part's out, but the license still exists." So we
still have a nmechanismfor regulating this industry.
Nunmber 0942

REPRESENTATI VE CRAWORD  asked for clarification because
[ Anendnment 1] appears to delete the education requirenents for
those between ages 19 and 21. Thus if the age is 21, the
education isn't needed.

CHAI R ANDERSON di rected nenbers to page 4, |ine 26.

REPRESENTATI VE CRAWORD asked, if age 21 is thrown out, whether
the education and licensing requirenents would cone back again.

REPRESENTATIVE MGU RE said she didn't have a copy of the
anmendnent, but stated:

So long as it doesn't affect, starting on page 11,
Sections 3 through ... 10, then the severability
clause is in. So you can anend whatever you want to
in the fornmer part of the bill, but the latter part of
the bill that's inportant is the severability clause,
and then what happens, once it's severed. And that is
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still a license requirenent that says ... that you' ve
got to ... attend a course devel oped by the departnent
to inform applicants of career and educational
opportunities and so on, but only if you're under 21.
So, essentially, what [Sections] 3 through 8 do is
they reencapsulate the guts of the bill, but in a
smal | er version.

CHAI R ANDERSON agr eed. In reply to a request for further
clarification, he said:
If you're looking at the CS, ... on page 4, line 26
Section 08.90.060 deals with additional provisions for
sex-oriented busi ness entertai ner | i censes for,

basically, 19- and 20-year-ol ds. Because |'ve anended
it to 21 [through Anmendnent 1, not yet adopted],

that's stricken. And ... on page 11, that renains
where you're tal king about for age 21 - [Sections] 3,
4, 5, 6, 7, all the way down. So the reference that
still remains, that you're in fear of, is on page 12,
Section 6. [ Those] 21 years of age and older wll
still have to have this education

Nunber 1002

CHAI R ANDERSON asked if there was any objection to adopting
Amendnment 1 [as conformed to Version H. There being no
objection, it was so ordered.

REPRESENTATI VE ROKEBERG asked that the sponsors | ook at deleting
DCED [fromthe bill]. He said it should be a crimnal statute,
or perhaps should be assigned to the Departnent of Labor [&
Wor kf orce Devel opnent] or even the Departnent of Public Safety.

Nunmber 1045

REPRESENTATI VE ROKEBERG noved to report CSHB 367 [Version 23-
LS1394\H, Craver, 1/30/04], as anended, out of comrittee wth
i ndi vi dual recomrendations and the acconpanying fiscal notes.

There being no objection, CSHB 367(L&C) was reported from the
House Labor and Conmmerce Standing Committee.

ADJ OQURNMVENT
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There being no further business before the commttee, the House
Labor and Commerce Standing Conmittee neeting was adjourned at
5:20 p.m
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