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W TNESS REG STER

LI NDA SYLVESTER, St aff

to Representative Bruce Weyhrauch

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Summarized the intent of the proposed
| egislation on behalf of Representative Wyhrauch, sponsor,
during the hearing on HB 272.

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

Fair Busi ness Practices Section

Civil Division (Anchorage)

Department O Law

Anchor age, Al aska

POSI TI ON STATEMENT: Answer ed question during the hearing on HB
272.

CH P WAGONER, Lobbyi st

for Pioneers of Al aska

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the hearing on HB 158 to
suggest a conprom se to the bill that would benefit seniors.

MARI E DARLI N, Coor di nat or

Capital Gty Task Force

AARP

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the hearing on HB 158 to
propose a conpronmse to the bill.
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PAT LUBI E, Legislative Representative

for AARP

Anchor age, Al aska

POSI TI ON STATEMENT:  Testified during the hearing on HB 158, and
asked the conmittee to consider a conprom se to benefit seniors.

ACTI ON NARRATI VE
TAPE 03-68, SIDE A
Nunmber 0001

CHAI R BRUCE WEYHRAUCH called the House State Affairs Standing
Commttee neeting back to order at 8:00 a.m [ The previous
nmeeting on 5/15/03 was recessed to a call of the chair at 11:27
p.m] Representatives Dahlstrom Lynn, Crawford, G uenberg, and
Weyhrauch were present at the call to order. Represent ati ves
Seaton and Hol marrived as the neeting was in progress.

HB 272- MOTOR VEH CLE DEALERS

Nunmber 0010

CHAIR WEYHRAUCH announced that the commttee would return
attention to HOUSE BILL NO 272, "An Act relating to notor
vehi cl e deal ers. ™"

[ Although an objection to noving proposed conmmttee substitute
(CS), Version 23-LS0975\H, Bannister, 5/14/03, ©before the
commttee was still pending from the Thursday, My 15, 2003
House State Affairs Standing Conmttee neeting, Version H was
treated as before the commttee.]

CHAI R WVEYHRAUCH announced that public testinony was cl osed.
Number 0220

LI NDA SYLVESTER, Staff to Representative Bruce Weyhrauch, Al aska
State Legislature, noted that every state in the country takes
special care to articulate in statute the rel ationships between
[car] manufacturers, [car] dealers, and consuners. Last vyear,
she said, Alaska, after four years of consideration, passed a
25-page omibus notor vehicle dealer bill. She rem nded the
commttee that [in previous days' hearings] it had heard
testinmony on the consuner protection statutes regarding brokers
of nmotor vehicles from 1993.

Number 0333
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MS. SYLVESTER said that the governnent is concerned, because a
vehicle is the second-npbst expensive purchase a person in the
US will nake. Anot her reason that the governnment is "very
interested," she indicated, is: "The franchi se agreenents that
a manufacturer has with their chosen agents of their product are
uni | ateral agreenents and, as such, the franchises are in a very
precarious situation, dealing wth the manufacturers."”

MS. SYLVESTER said that HB 182, which passed out of the House
Labor and Commerce Standing Commttee [during the Twenty-Second
Al aska State Legislature], has "oddball things" such as where a
manuf acturer can establish "a new dealership - a new franchi sed

deal er.™ She explained that that's a protection for the
franchi sed deal er. She said, "This legislature has taken a | ot
of interest in establishing whether that range should be 14
mles, 20 mles, 30 mles, a city, or what." The | egislature
finally decided on a 14-mle range, which she explained neans
that, by statute - not through a manufacturer's franchise
agreenent - nmanufacturers may not establish a new deal ership

[Wwthin 14 mles of] an existing franchi se.

M5. SYLVESTER clarified that what is being discussed is new
vehicles, not used. She said that HB 272 defines what is a new

versus a used vehicle. She noted that some previous testinony
stated that what makes a used vehicle is when the manufacturer's
certificate of origin is converted into a title. D fferent
states consider that, she said; however, Alaska doesn't.
Al aska, she said, "talks about a current nodel year." A current
nodel year is "kind of a squishy term"™ M. Sylvester said,
because "that could be 14 or 15 nonths, depending."” She added,

"So we've taken care to establish what a used vehicle is."

MS. SYLVESTER said that a consunmer doesn't expect all of the
perks and "neat treats" that conme with a new vehicle to cone

with a used vehicle. She said that everyone has heard of the
problens that used vehicles have, and she said, "And that's
where the consunmer protection angle cones in." She continued as
fol |l ows:

So what we're tal king about here is whether or not a
broker of used vehicles is allowed to sell a new
vehi cl e. It's not [that] we contest a vehicle that
has just sinply had a title conversion with 20 m|es.
What we're saying is that it's the current nodel year
W th some caveats. ... AS 45.25.180 establishes these
guidelines for relevant market areas for the new
vehi cl es and used vehi cl es.
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The manufacturer gives his dealer a ... relevant
mar ket  range. ... \Wiether we're talking about
Canadi an vehi cl es, [or] vehicles that are being
illicitly unloaded by a dealer in another state and

given to a broker in Alaska at a reduced cost - what
happens is, there's a | oophol e that's been
established, where the ... new cars have been

converted, and they conme in under the wire that Al aska
statute has established and that supports the
manuf acturers' ... agreenent[s] with it's franchi ses.

The issue is: Currently, the Canadi an market vehicles
or these gray-nmarket vehicles are what's happening

now, but what we're talking about is an illicit
transacti on. And it violates not only the franchise
agreenent, it violates the spirit of our statutes.
And it's a clarification that we need to nake. And
that is the issue. It's not [North Anerican Free
Trade Agreenent] (NAFTA) - it's not restraint of
trade. We're expanding the trade potential that's

avai l abl e for used car deal ers and brokers. But we're
also clarifying what a new vehicle is.

You've heard testinony ... that should be conpelling
and convincing, that a vehicle, however it gets to
Al aska, if it's got 20 mles on it, it's not a ...
used vehicle, it's a new vehicle. And it's a slight
of hand. And if it's not illegal in Canada, then that

it just sinply doesn't relate here. The vehicle
was acquired through sone kind of fraud. O herw se
the dealers would turn these vehicles right over to
the car brokerage or the auction (indisc.) in
Washi ngton State. They don't do that. It was
illicit, it's wunethical, and it doesn't change the
fact that it's unethical when they're being sold in
the states underneath the wire and ... contrary to the
spirit of our statutes.

Nunmber 0801
REPRESENTATI VE GRUENBERG sai d he is |ooking at AS 45.25.180. He
said that it seens to him that it involves new notor vehicle

deal ers alone. He asked Ms. Sylvester if that is correct.

M5. SYLVESTER concurred. She confirmed that that statute
addresses current-year vehicles, not used vehicles. She said,
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"These are new vehicles, and these are the inpedinents that
franchi sed dealers are required to adhere to." She continued as
fol |l ows:

This is relevant, because ... in close proximty to
the franchi sed dealers, you have a car brokerage that

is selling new vehicles acquired through illicit
nmeans. So, ... if you, Representative G uenberg,
wanted to set up a franchise - if you wanted ... do a
Ford deal ership, you would not be able to. If you
wanted to acquire the Ford product through illicit
nmeans through Canada, you would be able to, because
our statute has a |oophole that we're seeking to
close. And again, it doesn't’' matter if the vehicles
cone from Canada or if they conme from sone other
illicit source, the fact is, they don't come from the
manuf acturer directly to the franchise of the new
vehi cl es.

Number 0930

REPRESENTATI VE GRUENBERG not ed that AS 08.66.015 refers not only
to new vehicles, but also current nodel notor vehicle. He said,
"Had they intended to include current nodel notor vehicle in AS
45.25.180, they would have clearly stated that, wouldn't they?"
He clarified that he was suggesting that it was a definite
| egislative determnation not to include current nodel notor
vehicle in the new deal ership statute.

M5. SYLVESTER stated her belief that M. Sniffen, who drafted HB
182, would be the person to "answer that question.” She added,
"And | believe that both of these things stand on their own."

Nunber 1046

REPRESENTATI VE LYNN referred to an advertisenment [which is part
of a 5-page handout in the commttee packet, apparently provided

by the Mendenhall Auto Center in Juneau, Al aska]. The
advertisement was about vehicles priced to save the consuner
noney and "all with warranties.” Representative Lynn stated his

understanding that a warranty conmes from the nmanufacturer and is
built into the price of the [vehicle], while a service contract
is sonething that consuners purchase on their own, sonetines to
extend beyond a warranty. He asked if the warranties offered in
the advertisenent are paid for in addition to the price of the
vehicles being sold, or if they are paid for by the dealer who
adverti sed.
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Number 1135

MS. SYLVESTER stated her understanding that "those are not paid
for i ndependent|ly." She referred to t he Heri t age
[ Admi nistration Services, Inc., new vehicle limted warranty]
form [included in the commttee packet, attached to a siXx-page
handout, the first page of which is from the State of Al aska
Departnent of Law]. On the form she noted, there is an option
for deducti bl es. She said, "So you ... can have different
versions of the deductibles."” She deferred further comment to
M. Lyberger, M. Allwne, or M. Sniffen.

REPRESENTATI VE LYNN asked, if he were to buy one of the
advertised autonmpobiles, wuld he have the warranty/service
contract as part of the deal, or would he have to buy it as an
addi tional fee.

MS. SYLVESTER responded, "These are things that M. Lyberger is
providing." She stated her understanding that other brokerages
that have the Canadian market vehicles where the manufacturer
has not extended a warranty are not required to have warranties.
M. Lyberger, she said, does [have the warranties] to conpete
within his nmarket. In response to a followup question by
Representative Lynn, she concurred that if he were to go down
the block to buy the vehicle, it may not have that warranty.
She offered the following clarification:

Wen a vehicle conmes into the country, is inported
| egal |y, when it's acquired illicitly from the
franchise, turned over to the inporter, and is
inported legally into the United States, the inporter

must ... - and this is a federal requirenent - ..
pl ace a bond on the vehicle ... to cover any recalls.
And the registered inporter tracks the vehicles that
way.

M5 SYLVESTER stated that that's the only requirenent. She said
that the registered inporter retains that responsibility of
keepi ng the bond for any safety recall.

Number 1270
REPRESENTATI VE LYNN asked if he could take the vehicle back to

the new car dealer to get a [part on his] vehicle fixed if the
manuf acturer had a recall [on that part], for exanple.
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M5. SYLVESTER answered that the responsibility is wth the
registered inporter, and she stated her belief that the
Department of Transportation regulates that very carefully. The
inporter would contact Representative Lynn, for exanple, and
arrange for the recall to be satisfied, she said. She added,
"But ... that's the only requirenent. They're not required to

substitute service contracts in place of warranties.
Warranties are sonething that the manufacturers do, because they
believe in their vehicle."

Number 1365
REPRESENTATI VE CGRUENBERG referred to page 1, line 9, of
Ver si on H. He asked what the purpose was of elimnating the

words "new or".
Number 1430

CLYDE (ED) SNIFFEN, JR, Assistant Attorney General, Fair
Busi ness Practices Section, Civil Di vi si on (Anchor age) ,
Departnent OF Law, in response to Representative Guenberg's
gquestion, referred to the [proposed] changes to AS 08.66.015 as
a whole, and noted that the current statute is set up into two
[ subsections] (a) and (b). It read as foll ows:

Sec. 08.66.015. Sale of notor vehicle.

(a) A person who does business as a dealer in the
state may not offer to sell or sell a notor vehicle as
a new or current nodel notor vehicle unless the notor
vehicle retains the manufacturer's certificate of
origin.

(b) A person who does business as a dealer in the
state may not offer to sell or sell a notor vehicle as
a new or current nodel notor vehicle having a
manuf acturer's warranty unl ess

(1) the dealer has a current sales and service
agreenent wth the manufacturer and the agreenent
requires the dealer, upon demand of the notor vehicle
buyer, to perform or arrange for, within a reasonable
distance of the dealer's place of business in the
state, the repair and replacenment work required of the
manuf act urer under the warranty; or

(2) the dealer offers to give the buyer a rebate
to cover the repair and replacenent work that the
dealer cannot perform or arrange for wthin a
reasonabl e di stance of the dealer's place of business.
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MR. SNI FFEN noted that the proposed Version H would renove the
"current nodel"” |anguage from [subsection] (a). The result
would be that a notor vehicle with very low mles on it that
does not have a certificate of origin cannot be sold as a new
car, but would have to be sold as a used car. Furthernore, he
noted, Version H would change the stipulations in [subsection]
(b) for selling a current nodel notor vehicle.

REPRESENTATI VE CGRUENBERG stated that he does not question the
change to subsection (a); however, regarding subsection (b), he
asked what possible harm there <could be to nmking the
requi renment concerning the manufacturer's warranty also apply to

new vehi cl es. He said, "It seens to ne to be under-inclusive,
and it may conceivably deny sonme consuners of new vehicles the
protection of subsection (b). He asked M. Sniffen if he would

have a problemw th keeping "new' vehicles in that subsection.
Nunber 1572

MR. SNIFFEN responded that in his brief inmmediate review of
Version H, he doesn't see a problem with that. He asked
Representative Gruenberg to clarify that he neant he wants the
warranty requirenent left in for new cars, as well.

REPRESENTATI VE GRUENBERG sai d yes. He explained that his next
line of questioning was going to be to ask why the |anguage on
page 1, line 10, "[HAVING A MANUFACTURER S WARRANTY UNLESS]",
couldn't be left in, as well as the |anguage on page 1,
beginning on line 12, to page 2, line 1, which read as foll ows:

[ AND THE AGREEMENT REQUI RES THE DEALER, UPON DEMAND OF
THE MOTOR VEH CLE BUYER, TO PERFORM OR ARRANGE FOR,
WTH N A REASONABLE DI STANCE OF THE DEALER S PLACE OF
BUSI NESS | N THE STATE, THE REPAI R AND REPLACEMENT WORK
REQUI RED OF THE MANUFACTURER UNDER THE WARRANTY]; [OR]

REPRESENTATI VE GRUENBERG offered his understanding that that
woul d provide a warranty protection; in addition to the warranty
protections under the uniform comrercial code, which apply to
t he manufacturer, it would also add - as a matter of state |aw -
a dealer's warranty. He opined that that's an inportant
additional protection to have the dealer's warranty, as well as
the manufacturer's warranty.

Nunber 1733
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MR. SNIFFEN offered his understanding that the initial reason
the new car dealers wanted to renove that |anguage was to cl ean
up the statute. He said, "I believe they didn't have that
concern; if in fact the used car dealers weren't selling these
current nodel notor vehicles, this becones nuch less of a
concern. Only in the event that they are allowed to continue
those sales would that issue be a concern.” He said that he
doesn't have a problem leaving that |anguage in there, if that's
the will of the commttee.

Number 1773

REPRESENTATI VE GRUENBERG said he is beginning to understand the
probl ens between "these two types of businesses,”™ and he is not
| ooking at the issue fromeither profession's point of view but
rat her fromthe point of view of the Al askan car buyer.

Nunber 1810

REPRESENTATI VE CRAWFORD reiterated the question he had asked M.
Allwine during the May 15, 2003 neeting, regarding whether the
| anguage covers "lease fleet vehicles,” or if that |anguage
should be added to [paragraph] (3) [on page 2, lines 7-8, in
Version H].

MR. SNI FFEN said he thinks M. Allwine was correct in that the
| anguage probably covers those transactions, but he added that
he doesn't think it would hurt to clarify that in [paragraph]
(3). In response to a question by Chair Wyhrauch, he suggested
that perhaps the term "at the end of a lease ternm could be
added to [paragraph] (3). He said he would have to give it sone
t hought to conme up with the appropriate | anguage.

Nunmber 1895

REPRESENTATI VE LYNN asked what is wong with the |anguage the
way it is.

Number 1925

MR. SNI FFEN opined that there is probably not much wong with it
the way it is; however, he commented that there is a "little
gray area" on the |ease issue, because all the exceptions [in
Version H deal with transactions that arguably could exclude,
for exanple, a situation where a dealership my have |eased a
vehicle and the | ease had expired. In that case, he explained

"they're technically not purchasing the vehicle back from the
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consuner, it's not a repossession, it's not in service with a
rental fleet, [and] it hasn't been purchased from an auction, so
that kind of transaction is sort of excluded from any of those
exceptions.” He suggested an exception to the effect that "if
the vehicle is returned to the dealer at the end of a bona fide
| ease from the dealer", then that mght cover that transaction
if it's a concern.

Nunber 1970

REPRESENTATI VE CRAWORD said he thinks that sone people turn
their vehicles in wthout fulfilling the |ease terns. He asked,
"Does that |anguage actually take care of it?"

MR. SNl FFEN responded that he is trying to think as fast as he
can and he is not sure. He proffered, "If you have a bona fide
| ease with a dealer and the vehicle conmes back to the dealer,
I'"'m trying to determine if there's sonme way that a Canadian
vehicle would be leased from the dealer in this way." He
explained that that's why he's having trouble deciding if that
| anguage is really necessary. He revealed that he does not know
of many transactions where the current nodel Canadi an vehicles
com ng back from a consuner under a lease are really going to be
a problem If they are, he added, it would require,
essentially, that a dealer be in possession of one of these
Canadi an vehicles, which, theoretically, they shouldn't be; so,
they wouldn't be in a position to I|ease these vehicles.
However, he gave an exanple where a consuner |eases a vehicle in
Canada, or from another dealer who "had one of these vehicles,"
and the |ease term expires. He said it would just go back the
dealer who actually |eased the vehicle. He said, "And if you
want to include those transactions in the types of transactions
that we want to allow under this statute, it mght bear specific
attention.”

Number 2055

REPRESENTATI VE CRAWORD said that he is not famliar wth
| eases, but knows that he would Ilike for legitinate |ease
vehicles to be covered in the bill. He added that his concern

is not so nuch whether the vehicles are Canadian or for sale in
the U S, but that he wants to ensure that [the |egislature]
isn't leaving legitimte business out of the |list of exceptions.

Nunber 2104

HOUSE STA COW TTEE -12- May 16, 2003



REPRESENTATI VE GRUENBERG offered an exanple whereby a notor
vehicle dealer |leases a three-year |leased vehicle to "Joe
Consuner, " and the vehicle is turned back, or it's at the end of
the lease term At that point, he noted, that vehicle would not
be for sale, unless the owner of the vehicle, who woul d probably

be the dealer, wanted to sell it. He asked for confirmation
that the purchaser who had been the |essee doesn't have any
right to sell it, because he's just renting it.

MR. SNIFFEN answered that he thinks that's correct. In any

event, he added, that type of transaction wouldn't fall wunder
the | anguage of [AS 09.66.015], because it would no | onger be a
new or current nodel notor vehicle.

REPRESENTATI VE GRUENBERG suggested that if it was a new vehicle
that was leased and it was turned back wthin a couple of
nonths, it would still be a current year nodel vehicle. But the
| essee, he reiterated, would not have any right to sell it,
because he/she doesn't own the vehicle.

MR. SN FFEN confirned that that is correct.

Nunber 2233

REPRESENTATI VE GRUENBERG stated that he is going to offer an
anendnent as follows: on page 1, line 9, add back in the words
"new or"; on page 1, line 12, to page 2, line 1, add back the

| anguage "and the agreenent requires the deal er, upon demand of
the notor vehicle buyer, to perform or arrange for, wthin a
reasonabl e distance of the dealer's place of business in the
state, the repair and replacenent work required of the
manuf acturer under the warranty; or".

REPRESENTATI VE GRUENBERG indicated that he didn't want to
formally offer the anendnent until he had talked to M. Sniffen.

Nunber 2316

REPRESENTATI VE GRUENBERG turned attention to Anendnent 1, which
read as foll ows:

Page 2, lines 2 - 3:

Delete "received as a trade-in"

I nsert "manufactured for sale in the United
States and acquired by the deal er”

Page 2, line 6:
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Delete ";"
| nsert "; or"

Page 2, lines 7 - 10:

Delete all material and insert:

"(3) the vehicle is a current nodel used vehicle
not manufactured for sale in the United States, the
dealer acquired the vehicle in the normal course of
busi ness, and the deal er conplies with AS 45. 25.470."

Page 5, following line 19:

I nsert a new bill section to read:
"* Sec. 5. AS 45.25.470 is anmended to read:
Sec. 45.25.470. Sal es of vehicles manufactured
for sale in a foreign country. Before sale of [,] a

notor vehicle not nanufactured for sale in the United
States, a notor vehicle dealer shall disclose to the
consuner in witing, in addition to any other
di sclosures required for the sale of a used [ WHETHER A
MOTOR] vehicle, [WAS ORI G NALLY MANUFACTURED FOR SALE
| N CANADA OR ANOTHER FOREI GN COUNTRY]

(1) that the vehicle was originally
nmanuf actured for sale in Canada or another specified
foreign country;

(2) if applicable, that the vehicle was
originally sold new in the specified foreign country
identified under (1) of this section and inported into
the United States;

(3) that the vehicle's odoneter was
converted from kiloneters to mles, and shall provide
the consuner with a legal vehicle title, an odoneter
verification certificate, or another docunent that
verifies the m | eage reading after the conversion;

(4) if applicable, that the vehicle does
not have a manufacturer's warranty; and
(5) any other information required by

regul ati ons adopted by the attorney general ."

Renunber the followi ng bill sections accordingly.

REPRESENTATI VE GRUENBERG noted that if Amendnent 1 is not
adopted, then the |anguage on page 2, lines 7-10, of Version H,
woul d not be deleted. The | anguage read as foll ows:

(3) the vehicle has been purchased directly
froma consuner in the United States for purposes of
resal e

HOUSE STA COW TTEE -14- May 16, 2003



(4) the vehicle has been in service with a
bona fide rental fleet for at | east five nonths;

REPRESENTATI VE GRUENBERG said that the term "five nonths" may be
hard on people in Fairbanks and the north part of the state,
because the rental season there is less than five nonths | ong.
He commented that there have been suggestions to [change the
| anguage in the bill] to "three nonths"™ or "four nonths", so
that the vehicle could be sold after one rental season. He said
he would probably |eave Amendnent 1 for Representative Holm to
offer, or at least for himto be present, because he represents
Fai r banks.

Number 2390

REPRESENTATI VE GRUENBERG began discussion of what |ater was
| abel ed Amendnent 5, which read as follows [original punctuation
provi ded] :

Page 2, lines 27-28:

Delete "represent that a savings occurs at a
| ower [ HAVE OCCURRED AT THAT] price."

Insert "represent that a buyer would save nbney
by paying a [HAVE OCCURRED AT THAT] price that 1is
lower than the "manufacturer's suggested retail
price," "MSRP," or "list price"."

REPRESENTATI VE GRUENBERG referred to page 2, lines [24-28 of
Version Hl, which read as foll ows:

(3) whenever using the term "manufacturer's
suggested retail price,”" "MSRP," or "list price," the
deal er [ SHALL PROVIDE IN THE ADVERTI SEMENT A CLEAR AND
CONSPI CUOUS DI SCLOSURE THAT STATES THAT A SALE] nmay
not represent that a savings occurs at a |ower [HAVE
OCCURRED AT THAT] pri ce.

REPRESENTATI VE GRUENBERG offered his wunderstanding that the
problem that [paragraph] (3), on page 2, lines 24-28, 1is
designed to cure is the fact that very few vehicles are actually
sold at nmanufacturer's suggested retail price (MSRP), but
generally are sold at a lower price, and customers don't know
that. He asked if "that whole part of the bill" was designed to
require dealers to let custoners know that usually vehicles are
sold at | ower prices.

Nunmber 2448
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MR. SNI FFEN answered, "In part, yes." He said there has been a
practice in the past where dealers wll run advertisenents
conparing prices to MSRP, or other prices. He said a new auto
dealer Act was structured under AS 45.25 to prohibit price
conpari son advertisenent, except with MSRP prices, which he said
are such nationally known nunbers that often are seen on
tel evi sion. He said that a price [on a vehicle] that is |ower
than the MSRP gives the inpression to consuners that they are
receiving sone kind of a savings, when in fact the vehicle may
have never been sold at the MSRP price, but nmay have been higher

or |ower. He said, "W had put that section in here,
Representative Guenberg, to nake it clear to consunmers that
when they see those kinds of advertisenments, ... they may not

actual ly be saving noney."

REPRESENTATI VE GRUENBERG stated that although it seened to him
that the purpose of the amendnent in [Version H was to clarify
the | anguage, he thought that Amendnent [5] would make it even
clearer. He asked M. Sniffen if he agreed.

Number 2600

CHAIR WEYHRAUCH questioned M. Sniffen to find out which
anmendnents he had received by facsimle.

CHAI R WEYHRAUCH nentioned issues that had been raised by M.
Coffey at a previous hearing on HB 272. He asked if M. Sniffen
had any comments in that regard.

Nunber 2627

MR. SNI FFEN prefaced his coments by opining that M. Coffey is
an excellent lawer who is representing the interests of M.

Lyberger well. Notwi thstanding that, he stated that he thinks a
lot of the concerns that M. Coffey has are "just not
substantiated.” He continued as follows:

The "takings issue"” is really nothing that | think has

any nerit to it for ... one sinple reason: W have a

law that's been in place since 1993, that already
prohibits the conduct that's currently going on, and
M. Lyberger, for exanple, opened his shop after that
law was in place and knew of the |aw when he engaged
in his business. | don't think a "taking claint would
survive very long, under those facts.
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He also nentioned sonme concerns wth NAFTA, and | am
by no neans a NAFTA expert. And | have | ooked through
the provisions of NAFTA, and | find it curious that no
one - Ms. Urban, M. Coffey, no one - has pointed to
any specific provision of that agreenment that this
| egi slation could possibly violate. | haven't seen a
citation to, you know, Chapter 3, Section 1.65, that
says the legislature in the state shall not do this.
And no one's been able to point nme to any of those
provisions, so |I'm skeptical that there are any NAFTA

concerns at all. The provision | |ooked at in NAFTA
didn't seem to indicated that there was a problem
And, if there was a problem it's a problem that
al ready exists under our current |aw So, nothing

that HB 272 does coul d possibly be any worse than what
we currently have.

So, these NAFTA concerns and these conpetition

concerns, and our t rust concerns are really
irrelevant, because if there are concerns, then we
al ready have them and this bill isn't going to change
t hat . If anything, this bill relaxes those concerns

to the extent that it carves out these exceptions now
that everyone can use to transact in certain types of
vehicles. So, in that sense this is a pro-conpetitive
piece of legislation, because it's opening up the
markets for new and used car dealers to sell certain
kinds of cars that are already prohibited from being

sol d.

So, | don't have the concerns for NAFTA, or the anti-
trust concerns, or these "taking concerns"” that |I|'ve
heard rai sed. Qur suprene court mght disagree with

me down the road on that, but our review of these
i ssues just doesn't warrant that kind of concern.

Nunber 2764

REPRESENTATI VE SEATON stated that he has some concerns regarding
NAFTA. He said the entire idea of NAFTA, whether "we" agree
with it or not, was to open trade between "the countries.”™ Wen
[the legislature] says it's going to restrict that trade to
certain individuals, he said he thinks there are possibilities
of problens. He added, "And definitely it seens to be a
restriction in the philosophy of where the country has gone and
is continuing to go since we've given the president the
authority to negotiate on ... other free trade agreenents.” He
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said that he doesn't know that there are any particular
provisions of NAFTA that are being considered for change;
however, he comented that, basically, what is being discussed
is a restriction of sales between Canada and the U. S., by saying
that the trade between the U. S. and Canada could only be through
certain individuals for a certain period of tinme each year. He
concluded that that's his concern wth the interaction wth
NAFTA.

Number 2830

M5. SYLVESTER proffered that NAFTA is irrelevant for the
foll ow ng reason: The nethods through which a broker can
acquire a used vehicle are item zed. Excl uded are new vehicl es
illicitly acquired froma manufacturer. She indicated that, for
exanple, a franchised dealer in California or Washington State
who has a deal with a broker and is selling "these new vehicl es”
to the broker at a cut rate would be excluded as well, because
"it's not acquired in these sane ways." Currently, she said,
there's a market condition based on the favorabl e exchange rate,
coupled with recent changes and nodifications, that made it nuch
cheaper for Canadian nmarket vehicles to be converted "to

Anmerican standards.” She added, "There's no guarantee that's
going to stay." She explained that that just happens to be the
current popular source of the illicit vehicles that are required

outside of the manufacturer's franchise agreenent wth the
deal ers. She added, "And that's sonething that Al aska |aw, and

every ... state in the U S. supports.” She concluded, "In no
way are we saying that NAFTA is intended to protect illicit
trade.”

REPRESENTATI VE SEATON stated the foll ow ng:

| am quite opposed to the characterization of this,
because these vehicles are legally inported into the
US. by registered inporters that are ... certified by
the Departnent of Transportation. So, you are going
back and presumng a nethod of something that's
happening in Canada before the vehicles are legally
inported into the U S  And so, to say that these are
[fraudulent] or illegal actions is totally incorrect,
because everything that is happening in the US --
now it may be in violation, possibly, between sone
manuf acturer and their own personal agreenents wth
people they sell their <cars to; however they're
continuing to sell those cars to those people.
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W had testinony yesterday from the inporters that
said that these were fleet sales that are done
| egal ly. | haven't seen anything other than just
postul ations that college students are buying this.
W haven't seen anybody refute that these fleet deals
that give extrenme discounts and then are inported -
that those are illegal in our country. So, | get
di sturbed when we say that these are illegal, when we
have l|egal inporters that are licensed and that are
bringing these in, and that people can buy them --

unless we want to nmake them ill egal. But of course,
under Alaska law, it's illegal for the franchised
dealers to buy them as well; it's illegal for anybody
ri ght now.

TAPE 03-68, SIDE B
Number 2985

MR.  SNIFFEN concurred that the inportation process itself
perhaps is legitinmate, legal, and in accordance wth federal and
state requirenents. He noted that the idea of a registered
i nporter sounds nore grandiose than it actually is. He said it
is probably easier to becone a registered inporter than to
becone a car dealer in Al aska. He added, "You fill out an
application and you post a bond." He noted that there's no
training or text, for exanple, and no other requirenent other
t han perhaps a background check. He continued as foll ows:

And it would be curious to get a national highway
traffic safety admnistration person famliar with the
inport issues to testify before this commttee, and |
woul d suspect you would find that there is a
tremendous anount of inport fraud that takes place.

And |I'm not sure that just saying, "Wll, these are
legally inported, ... direct to sone of these consuner
concerns” -- although | cannot deny that there's a |ot
of truth to that: that the conduct that perhaps is
illicit 1is sonmething that's occurring outside of
Al aska and Canada. And you know, perhaps that's

conduct that we should be concerned wth.
Nunber 2900
MR. SNIFFEN referred to the previous testinony of "M. U ban”
[on May 15, 2003] that there are 210,000 Canadian vehicles

| egal |y inported. He said he would be curious to find out how
many of those were current-nodel vehicles with less than 150
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mles on them for exanple. He said he bets a majority of those
vehicles with less than 150 mles on them have cone into
possession of the inporters in sone "interesting ways." He
added, "And I'm not going to say illegal, or even illicit; it's
just [that] we've heard testinmony from other folks about that,
and we haven't done an investigation in our office to verify any
of those things, so we can't speak with any authority on it -
only what we've heard.™

CHAI R VWEYHRAUCH returned the commttee's attention to a portion
of Representative Guenberg' s possible anmendnent, to |eave the
words "new or" on page 1, line 9.

MR. SNI FFEN said he doesn't know if that would violate sone of
the intent that the new car dealers "were thinking of by
renoving that |anguage,” but he said he can't see any problem
with that [amendnent, if proposed].

Nunmber 2843

REPRESENTATI VE SEATON said he wasn't sure why "or current nodel"”
is in there. He offered his understanding that the desire is to
prevent someone from offering to sell a notor vehicle as new [if
it isnt].

Nunber 2831

REPRESENTATI VE CGRUENBERG returned attention to Anendnent [5].
He referred to the added |anguage in Version H on page 2,
line 27, which read, "represent that a savings occurs at a
| ower " . He clarified that with Anendnent [5], [page 2], |lines
27-28 of Version H would read as follows [punctuation as
st at ed] :

may not represent that a buyer would save noney by
paying a price that is |lower than the "manufacturer's
suggested retail price", "MSRP," or "list price".

REPRESENTATI VE GRUENBERG suggested the foregoing is nore clearly
witten and asked M. Sniffen his opinion.

MR. SNl FFEN answered that he believes it sounds fine.
Nunmber 2728

REPRESENTATI VE GRUENBERG asked why Section 3 is in the bill. He
said the current [statutory] |anguage |ooks good to him and
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covers both new and used vehicles as well as related goods or
services. It is a nmuch broader protection.

MR. SN FFEN repli ed:

We had nodified that section because | don't know that
anyone could cone up with a really good definition for
"rel ated goods". And the intention of this section
was to make sure dealers weren't advertising for a
whol e bunch of cars when, in fact, they only had one
at that price. You m ght have seen advertisenents in
the past that would |lead a consuner to suggest, "Hey,
Cal Worthington has 55 Ford Explorers at this price."
And you would go down there and they'd say, "OCh, no,

t hat was ... one car at - this particular
configuration, and we don't have that one anynore; it
sold a week ago. But, hey, we have these other 45

Expl orers that are kind of the sane.”
Nunber 2663

REPRESENTATI VE GRUENBERG said M. Sniffen had convinced him to
limt it to the vehicles thenselves. He asked whether his
feeling is that these used vehicles are a little different from
each other and hence this should be limted to new vehi cl es.

MR. SNIFFEN answered in the affirmative. He added that used
vehicles, by their nature, are wunique; having an expected
quantity of specific used vehicles didn't make any sense.

Nunber 2632

REPRESENTATI VE GRUENBERG turned attention to Section 4,
[ paragraph (1)], found on page 3, lines 7-13, of Version H.
Noting that the current [statutory] |anguage appears to require
advertisenments to include "taxes and everything else,” he

offered his understanding that the proposed |egislation would
elimnate this requirenment because it is "too variable."

MR. SNIFFEN cited variability and that the |anguage is very
conf usi ng. He offered his belief that the new |anguage
acconpl i shes exactly the sane thing but is nuch easier to read.

REPRESENTATI VE GRUENBERG said he didn't have a problem wth
t hat . Continuing with Section 4, he drew attention to
[ paragraph (10)], found on page 4, lines 21-23, of Version H.
He said he gathers that it isn't really a problem "people
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passing things off as being offered by a private party.” He
added that he doesn't know what a "notor vehicle agent” is.

MR. SNI FFEN expl ained that the |anguage is being excluded from
current |law because "we didn't really know that it added

anything to the revised version." He added that the intent is,
if a vehicle is to be offered for sale or |ease, "you have to
include ... your nane if you are a dealer."”

Nunber 2535

REPRESENTATI VE GRUENBERG r esponded that he didn't have a probl em
with that. He then surmised that the reason for elimnating
[ paragraph (11)] on page 4, lines 25-29, of Version H is that
sonetinmes sal es are extended | onger than was originally thought.

MR. SNI FFEN affirmed that and expl ai ned:

W found that there were sone pronotional deals
offered by manufacturers to dealers that did not
really have an ending date; they would be very open-
ended. So if the end of the nonth cane al ong and you
had an advertisenment that said, "Hey, conme in until
March 30th to take advantage of this deal,” and then
the manufacturer called you up and said, "Wll, we're
extending this pronotion for another 15 days," you as
a dealer wouldn't be able to participate in that
extended pronotion because you' ve already advertised
and you had to do it within a certain timnmefrane.

Nunber 2501

REPRESENTATI VE CGRUENBERG turned attention to [paragraph (12),
begi nning on page 4, line 30, of Version H. He asked why the
current [statutory] language isn't being retained, since it
seens to protect consuners agai nst unscrupul ous people who would
require the purchase of not only the vehicle, but also features
that are added at the deal ership.

MR. SN FFEN answer ed:

W couldn't cone up wth a good situation that
actually was occurring in the normal practice of
selling cars where a buyer wouldn't know what was on a
vehicle when they went into a car dealer to purchase
it. And the exanple that |I like to use is that block
heaters in Alaska, which are very comon, if a
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custoner cane into a dealership and said, "I want this

car, but | see you've installed a block heater, and
that's not sonmething that was installed by the
factory, I want you to take it off,"” it would require
the dealer to take that off. Sonetimes these cars
cone in and dealers wll put accessories on them -

sonetinmes spoilers or nud flaps or little things - and
this |language required dealers to actually go in and
di sassenble those things if they weren't installed by
the factory.

And there are sone things that cone, actually, wth
the vehicles, that the factory asked the dealer[s] to

install thensel ves. And there was an argunent to be
made that if it didn't cone off the barge with [these]
things ... on there from the factory, that ... if a

consuner wanted to force the issue, they could nake
you take those things off before they took delivery of

the vehicle -- and it wouldn't nmake the car any
cheaper; it would just nean that these things would
have to cone off. And we didn't see any practical
application for that in the normal transaction between
a dealer ... and a consuner.

REPRESENTATI VE GRUENBERG surmised that it wasn't as nuch of a
problem as it mght appear to be to a layperson |ike hinself
He said he was willing to bow to M. Sniffen on that issue. He
announced that this conpleted his questions on Section 4.

Nunmber 2374

REPRESENTATI VE GRUENBERG turned attention to Section 5.
Referring to existing |anguage on page 5, |ines 24-25, he asked
why this is limted to the sale of new notor vehicles. He

suggested striking "new' and providing this protection for the
sale of all notor vehicles.

MR. SNIFFEN answered that this relates to when a new notor
vehicle cones in off a barge with some danage that is repaired
by the dealer and hence the consunmer doesn't know that the
vehicle wouldn't be in new condition without this repair.

Number 2377
REPRESENTATI VE GRUENBERG said that answered his question. He

then expressed concern about the follow ng proposed phrase on
page 5, line 28: ", or $1,000, whichever anbunt is greater".
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He said it seens to be |essening consuner protection, because
$1,000 is 5 percent of a vehicle costing $20, 000. If the
vehicle is being sold for less - $15,00 for exanple - that
amount would only be $750, he noted. In other words, he said,
"This protection wouldn't kick 1in, whereas, wunder current
| anguage it is for cheaper cars.” He noted that the people who
buy cheaper cars are generally people w thout as nmuch noney who
really need the protection even nore than people with a little
nore neans.

Number 2310

REPRESENTATI VE GRUENBERG said that he would like to delete "or
$1,000,", because he said he thinks it not good for the

consuners, particularly folks who live in parts of town I|ike
hi s.

Nunber 2277

MR. SNIFFEN remarked that that's an excellent observation, and
he added that it is curious, because [Representative G uenberg's
point] is the exact reason why that |anguage was included in the
first place. He said that [the |anguage] wasn't [added with the
intention] to not provide consuners protection.

MR. SNl FFEN expl ained that there are dealers who sell cars for
under $10,000, and when they get sone of these cars they find
they have little scratches on the fender, for exanple, and they
m ght have to spend $500 in labor to buff out the scratches or
repl ace a panel. The cost of doing those repairs can quickly
exceed the 5 percent limt that is in statute; therefore, [one
of the dealers] asked for the rule to be relaxed a little, for
the reason that if they do work on a |owvalue car, they would
have to disclose [that information], which <could nmake it
difficult to sell the <car, or mght create sone kind of
inpression that the car really isn't new, whereas deal ers who do
exactly the sanme thing on higher-valued cars would not have to
di sclose this type of work.

MR. SN FFEN stated that he would have no objection to renoving

that |anguage if that's the will of the conmttee. He suggested
per haps another nunber could be chosen, perhaps $800, for
exanpl e. He explained that a limt needed to be put in that

would allow all dealers to at |least work up to a certain range
wi t hout making disclosures - to level the playing field.

Nunmber 2168
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REPRESENTATI VE GRUENBERG asked if "dings," for exanple woul dn't
conme under the phrase, "cosnetic parts", on page 5, |ine 30.

MR SNIFFEN said it wuld not, because the cosnetic part
| anguage is intended to include things that can be replaced in
whol e, |ike bunpers, for exanple. In response to a followup
guestion by Chair Wyhrauch, he said that a hubcap would al so be
an exanple of a cosnetic part.

Number 2130

REPRESENTATI VE GRUENBERG announced that he would probably bring
up, for the purpose of discussion, reducing the $1,000 to $800,
whi ch was the anount that M. Sniffen suggested.

Number 2100

CHAI R WEYHRAUCH asked if anyone had any thoughts regarding that
possi bl e change.

Number 2089
REPRESENTATI VE CRAWORD comented that the way vehicles cost
today, he doesn't think there's a huge difference between $800
and $1, 000.

CHAI R WVEYHRAUCH said that he feels $1,000 is an easier nunber to
work with.

REPRESENTATI VE LYNN i ndicated that he is not concerned.

REPRESENTATI VE GRUENBERG said, "Ckay, well we wll not worry
about that then.™

Number 2060
CHAI R VEYHRAUCH asked if there were any questions on Sections 6,
7, and 8. There being none, he said the conmttee would focus

on Section 1.

[ The hearing on HB 272 was tenporarily suspended to address the
next bill.]

HB 158- ELI M NATI NG LONGEVI TY BONUS PROGRAM

Number 2042
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CHAI R WEYHRAUCH announced that the next order of business was
HOUSE BILL NO 158, "An Act elimnating the |ongevity bonus
program and meki ng rel ated conform ng changes; and providing for

an effective date.” He stated his intent was to ask for a
notion to nove the bill to the House Finance Standing Committee
for public comment there. He noted that there is a lot of

passi on invol ved regarding HB 158.
Number 1970

CH P WAGONER, Lobbyist for Pioneers of Al aska, stated that that
group has |ooked at the issue surrounding HB 158, is aware of
the fiscal realities of Alaska, and has joined with AARP to
propose a conprom se position that is fair to seniors, "to give
themtine to have a softer landing." He told the conmttee that
[the conprom se] would provide a "4-year phase-out” - four nore
years of [longevity bonus] paynents, with a 20 percent reduction
each year

MR. WAGONER opined that [the conpromise] is a gutsy nove by the
| eadership of AARP and by the Pioneers of Al aska, because "they
will be taking over a $9 nillion hit in FY 04," followed by a

decrease [of funds] over the next four years. Conversely, he
stated, [the conprom se] would protect the seniors that are in
the program currently who have planned their financial |Iives

around the [longevity bonus] paynents, and it would give them
time to "readjust with some dignity."

MR. WAGONER conveyed the belief that [the conpromise] is fairer
than "a cutting off" of the entire programin one year, which he

said is cruel. He also offered the belief that [the conprom se]
is fairer than the current needs- based proposal bei ng
circul at ed. That proposal, he explained, would elimnate 75

percent of the people in the programw th one fell swoop.

MR. WAGONER said that [the Pioneers of Al aska] hope that the
| egi slature adopts [the conprom se], that the governor accepts
it, and that "life goes on for our seniors."”

Number 1879

REPRESENTATI VE LYNN asked if any thought has been given to going
to a needs based [progranm] after the four years.

MR. WAGONER prefaced that he cannot speak for the organi zation
However, he stated that he has given that sone thought. He
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noted that one issue with trying to turn the current |ongevity
program into a needs based one is that it only takes into
account half of the senior popul ation. He clarified that only
half of the senior population is in the program now. He
menti oned seniors, wonen, and children [who nay be in need], and
"the working poor,"” and said, "Whatever program is devel oped by

the legislature should incorporate those people, too." He
reiterated that [the Pioneers of Alaska] think that the phase-
out is fair. He added that he hopes that the legislature wll
"step up to the plate,” wth regard to drug prescription
prograns," for exanple.

MVR. WAGONER, in response to a followup question by

Representative Lynn, said that he has not had conmunication with
the admnistration on this particular proposal and has received
no assurances from|[the governor] one way or the other.

Nunmber 1699

MARI E DARLIN, Coordinator, Capital City Task Force, AARP
testified that AARP has previously given testinony on HB 158 to
state that its first priority is that [the longevity bonus
progranm] remain as is. She enphasized that there are many
seniors who "really depend on this."

M5. DARLIN said that AARP was asked by sone of the staff to
either find $47 mllion or cone up with an option. Therefore

AARP began | ooking at possible options. In working with the
Pi oneers of Alaska, AARP jointly agreed that [the conprom se]
seened like sonething that would be workable if the current
| ongevity bonus could not be maintained as it currently is.

M5. DARLIN, addressing the issue of people going on adult public

assistance, stated that AARP feels that "the rates for
eligibility for that are very low" She said there are many
seniors who are "on the borderline,” and would not qualify for
[ public assistance], yet still need sonme [financial] help. She

conti nued as foll ows:

M5. DARLIN said that if the end result is either a continuation
of the current program or an acceptance of an optional type of
program over a period of a few years, then AARP can work on
making a "fairly level playing field for seniors,” in order for
seniors to be able to remain in their homes and out of
"facilities," and remain as independent as she enphasized they
want to be. Ms. Darlin reiterated that AARP was asked to cone
up with options, which it did. She stated that AARP felt | ucky
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to be able to work with the Pioneers of Alaska to cone up with
sonet hing that both groups thought was at |east feasible.

M5. DARLIN said that AARP knows that there are sone |egislators
who still want to "hang tough on 'a promise is a pronmse.'" She
said that AARP really feels the sane, yet remarked, "In order to
be able to work with the legislature, and all, if you re asked
for options, that's what you try to do." She said that the
| ongevity bonus still needs to be considered, and she stated the
fact that seniors bring in a great deal into the econony of
Al aska, and are an inportant part of the state; therefore AARP
wants to see that seniors are taken care of as nuch as possible
and allowed to remain i ndependent for as |ong as possi bl e.

Number 1530

PAT LUBIE, Legislative Representative for AARP, told the
commttee that he works in the Anchorage office on both state
and federal issues. He mrrored Ms. Darlin's testinony that
AARP would prefer that the longevity bonus [program run its
course and eventually end as people die or |eave the state. He
said that AARP doesn't think that that option wll exist. He
mentioned the collaboration between AARP and the Pioneers of
Al aska. He referred to M. Wagoner's description of [the
conprom se] as "a softer |anding.” He stated, "People have to
be able to prepare for this; you can't just take all this incone
away from people and then expect themto survive."

Nunber 1481

MR LUBIE said that a "neans test”" has a |lot of logic to it and
will help "the people who need it the nost.” However, he
poi nted out that the problemw th the neans test is that it only
| ooks at incone. He related that a woman in Anchorage who's
[annual incone] is between $17,000 and $18,000 "probably could
make it." He said that she would not be eligible for the neans
test. He noted that she also has $750 a nmonth in prescription

drug bills. He stated that one third of "older Al askans" have
no coverage for prescription drugs and the neans test doesn't
take any of that into consideration. He said that AARP will be
| ooking for sone way - either through [U S. Congress] or the
state legislature - to also deal with the enornous prescription
drug problem that ol der people face. He said, "The older you
are, the nore prescriptions you take." He stated that Al aska
has the highest prescription drug increase rate in the country;
t he Keyser Fam |y Foundat i on reported t hat [ Al aska' s]
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prescriptions increased 25 percent, wth the average for the
country being 17 percent.

MR LUBIE remarked that when the governor said that [the
| ongevity bonus progran] doesn't work and would be elim nated,

ol der people began calling AARP every day, wunable to sleep
because they are worried about the issue. He stressed that it
is inmportant to conme up with a plan, so that on July 1, the
ol der people don't get a note saying, "By the way, the program
ends conpletely. You better make sonme other plans.” He added

"It's alittle tough when you're 85."

Number 1343

REPRESENTATI VE CGRUENBERG stated that this is a very difficult
si tuation. He told all three testifiers that he applauds their
efforts to find a solution. He asked them if they had truly
obtained resolutions from their board of directors or
menberships to back up what they are doing [in proposing HB
158]. He said that he can foresee what will happen politically:
People wll wite saying, "The groups may have said we want the
conpromse, but | <can't live with this.” He stated that,
politically, he has to follow the wi shes of his constituents.

Number 1270

MR. WAGONER responded that the Pioneers of Alaska have a
governnmental affairs commttee which is charged with |egislative
advocacy. Menbers throughout the state serve on that commttee.
He said that he has a letter from the grand-president of the
Pioneers of Alaska, giving authority to that commttee to

represent the nenbership. He told the commttee that letters
will be arriving from each igloo - the Pioneers of Alaska's
subsidiary organi zations. He also noted, "The conmttee

chairman representing the conmttee has authorized us to speak
on this conpromse."

Number 1213

MR. LUBIE inforned the conmttee that AARP has an executive
council that sets the legislative policy for the association in
each state. In addition, he said that [AARP] asked many of its
current and forner |eaders at the local |evel what they found
out about the issue, how they reacted [to the proposed cut], and
how t hey thought people in their |ocal chapters would react.
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MR LUBIE admtted that there would undoubtedly be people who
woul d "take shots at" [AARP s] organizations for caving in. He
stated it is inperative that [AARP] be concerned about what will
happen on July 1, and he said that the organization wants to
throw [the conprom se] on the table. He recognized that many
| egislators would like to let the longevity bonus program run
its course and let it phase out, while others would like to do
sone type of a neans test. He added that, no matter what the
| egi slature mght do, what needs to be done is to figure out
what is best for ol der people. For exanple, he said, "Wat are
they going to be able to handle, in terns of paying their
bills.™ He also tal ked about relieving sone of the stress and
anxiety that this issue has raised with ol der people.

MR. LUBIE said that [AARP] knows that it has a responsibility to
educate its folKks. He stated that the organization realizes
also that its people have paid taxes before and understand that
the governnent is not free and Alaska is in a fiscal crisis

They are not naive and know that they will have to pay their
fair share. Mny of those people question whether the |ongevity
bonus program should have been established in the first place,
he sai d. He added that the program did not end up the way the
| egi sl ature had intended, and he nentioned a court case.

Number 1100

MR. LUBIE noted that the average age of the longevity bonus
recipient is 77, and [the recipient base] is conposed primarily
of ol der wonen. He stated that the nost significant financial
event in an older woman's life is when her husband dies. He
expl ai ned that an ol der woman usually spends nmuch of her and her
husband's assets to pay for his health care at the end of his
life, and that's when wonen becone poor.

MR. LUBIE stated that [AARP] wll be working wth the
adm nistration, as well as with the legislature, to attenpt to
figure out what needs to be done regarding adult public
assi stance and housing, for exanple. He said that one woman he
spoke to who had received "the letter” from the governor
i ndi cating which safety-net prograns were available to her, told
him that she is nunber 1,170 on the eligibility list and would
be dead before being eligible for federal housing. He clarified
that her point was that she is indeed eligible, but cannot get
in.

Nunber 1015
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REPRESENTATI VE CGRUENBERG said that, at the request of a senior
he had offered an anendnent in the House Special Committee on
Ways and Means to provide an exenption for people over the age
of 65. He stated that, if Al aska adopts a sales tax, that would
be "an additional hit for the seniors.” He stated that he does
not know that he will support [HB 158]. He said that he would
like to see if there's a way that [the |egislature] can solve
this problem

Nunmber 0965

REPRESENTATI VE CRAWORD stated that he does not I|like the
position that [the legislature] is in. He stated that his big
concern is that [the legislature] would adopt [the conproni se]
only to have [the admnistration] veto it. He said that he
doesn't see a good solution. He said that he would much prefer
that if a phase-out is adopted, it be nore like 10 percent a

year for 10 years, not 5 years. He stated, "I don't want to be
put in a position to vote for a cut in the longevity bonus, but
if that's what y'all want, 1'Il do it w thout objection. But |

don't like it."
Number 0873

REPRESENTATI VE LYNN stated, "There's already a phase-out program
in effect: It's called death."

Nunmber 0856

REPRESENTATI VE SEATON asked [the testifiers] if +they have
received indications from [the admnistration] that if [the
conprom se] is adopted it wll satisfy [the admnistration's]
requirenent.

Number 0831

V5. DARLIN responded that a letter was sent to the governor, but
no reply was received. She nentioned further neetings on the
issue |ike the one present and said that "we" were asked to give
an option. She stated that "we've run the figures" to see what
could be done to save noney over tinme. She noted that the cost
of the program al ready would go down $3 million every year under
the current phase-out, because of the death rate. She continued
as foll ows:

There's going to be a lot of themthat are going to be
gone in five years. That's for sure. As everybody
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says, "Look at the obituaries.” And, as sone of the
other legislators have said, "W're dying as fast as
we can."” Well, what nore can we do than to say [that]
we're trying to |ook at sone options. W do want to
protect our people.

M5. DARLIN reiterated that [AARP'S] preference would be to keep
the program as it currently is, with the original schedule of
phase-out, but if that can't happen then other options need to
be | ooked at. She stated, "Most of our people are willing to do
that.” 1In fact, she said, nost of the testinony that was given
during hearings on this issue showed that "we're willing to go
back to paying an inconme tax." She added, "Nobody said anything
about sales tax." She said that those people on the |ower end
of the scale would not be paying that much [inconme tax] anyway,;
therefore an incone tax wouldn't hit people as [hard] as sone of
the other options. She noted that the governor has "line-item
veto" [power].

Nunmber 0621

REPRESENTATI VE CRAWORD said, "It seenms to nme that you're
negoti ati ng agai nst yourself .... Until you hear fromthe third
floor, I don't see how you can negotiate."

M5. DARLIN responded that that may be true, and she said she
supposes the only place that [AARP] can negotiate is with [the
| egi sl ature].

REPRESENTATI VE CRAWFORD sai d, "W don't have the power."
M5. DARLIN replied, "I don't know where that |eads us."
Nunber 0565

MR, WAGONER, in regard to a previous comment by Representative
Crawford, stated that the governor has already said in his
budget that he wants to elimnate the [longevity bonus] program
inits entirety. He opined that the governor has already taken
a political hit and does not have anything to |ose by staying
t he course. He said that he thinks it would be harder for the
governor to redline the conprom se proposal of the seniors than
it would to redline the whole program because it is a
conpromise that is both fair and takes into the account the
fiscal realities of the state. He said that [the conprom se]
shows responsibility by the seniors to step up to the plate and
respond to the governor's public declaration in the newspapers
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asking [seniors] for a proposal. He read [that declaration]
froman unidentified news article as foll ows:

In the tradition of Alaska's pioneers, | am confident
that pre-1996 seniors who are receiving the longevity
bonus would want to lead the effort to right Al aska's
fiscal problens. They would be anong the first to
agree to share the load in down tines.

MR. WAGONER said, "Wll, we took himup on his challenge." He
stated that he doesn't know any other organization other than
AARP and the Pioneers of Al aska that has showed sone fiscal
responsibility by being willing to take the hit in order to help
the fiscal situation. He posited that it would be nore
difficult for the governor to veto [the conpromse] than it
woul d be for himto elimnate the entire program

MR. WAGONER said he knows that many |legislators want to support
"the entire program”" He said, "If you ve got the votes, go
ahead and do it. But if you don't have the votes, then we
believe our conpromse puts us in the strongest political
position to go forward and to allow our seniors to have a soft
| andi ng. "

Nunmber 0368

REPRESENTATI VE SEATON asked if the $9 nillion decrease per year
includes the $3 million reduction from death rate, or is just
"20 percent off of the nunmber of checks that are witten."

MR. WAGONER answered that he believes that it takes into account
"the death also,"” based upon |ooking at the average nunber of
nonthly paynments. He said that, if the program stays as is, the
projected FY 04 cost is $44, 776, 000. Under [the conprom se] it
woul d be $35,821,000. He continued as foll ows:

In the succeeding years where you have the big savings, for FY
05 it would go from$41.5 million down to $24.9 mllion. For FY
06 it would go from$38.3 million down to $15.3 million. For FY
07 it would go from $35.2 mllion down to $7 mllion. |In other
words, if the legislature and the third floor can get over the
hunp of FY 04, then from a physical point of view from the
state, it's nuch, much easier.

Number 0235
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CHAI R WEYHRAUCH asked M. WAgoner to provide those statistics
[in witing] to the conmittee.

[ The hearing on HB 158 was tenporarily suspended in order to
address the next bill.]

The neeting was recessed at 9:43 a.m to a call of the chair.
Number 0112

CHAI R WEYHRAUCH called the neeting back to order at 1:36 p.m
Present at the call back to order were Representatives Seaton,
Dahl strom Lynn, G uenberg, and Weyhrauch. Representatives Holm
and Crawford rejoined the neeting as it was in progress.

TAPE 03-69, SIDE A
Number 0001

The conmittee took an at-ease from1:37 p.m to 1:43 p. m

HB 272- MOTOR VEH CLE DEALERS

Nunmber 0045

CHAI R WEYHRAUCH announced that the commttee would return to
HOUSE BILL NO 272, "An Act relating to notor vehicle dealers.”
Before the commttee was the proposed commttee substitute (CS),
Version 22-LS0975\H, Bannister, 5/14/03.

Number 0160

REPRESENTATI VE CRAWORD noved to adopt [a new] Anmendnent 1,
whi ch read as follows [original punctuation provided]:

Page 2, Line 11
Insert "The vehicle is a current nodel used vehicle

that has been leased by a consuner and has been
returned to the | easing dealer; or"

Renunber accordi ngly

REPRESENTATI VE CRAWFORD stated that he believes fleet vehicles
need to be included, and Anendnent 1 would do that.

Nunmber 0189
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REPRESENTATI VE GRUENBERG referred to a two-page anendnent
| abel ed [23-LS0975\H. 1, Bannister, 5/15/03], which he said he
had referred to previously as [Anmendnent] 1, which read as
fol |l ows:

Page 2, lines 2 - 3:

Delete "received as a trade-in"

I nsert "manufactured for sale in the United
States and acquired by the deal er”

Page 2, line 6:
Delete ";"
| nsert "; or"

Page 2, lines 7 - 13:

Delete all material and insert:

"(3) the vehicle is a current nodel used vehicle
not nanufactured for sale in the United States, the
deal er acquired the vehicle in the normal course of
busi ness, and the deal er conplies with AS 45. 25.470."

Page 5, following line 22:

Insert a new bill section to read:
"* Sec. 5. AS 45.25.470 is anended to read:
Sec. 45.25.470. Sal es of vehicles nmanufactured

for sale in a foreign country. Before the sale of [,]
a nmotor vehicle not nmanufactured for sale in the
United States, a notor vehicle dealer shall disclose
to the consuner in witing, in addition to any other
di sclosures required for the sale of a used [ WHETHER A
MOTOR] vehicle, [WAS ORI G NALLY MANUFACTURED FOR SALE
| N CANADA OR ANOTHER FOREI GN COUNTRY]

(1) that the vehicle was originally
nmanuf actured for sale in Canada or another specified
foreign country;

(2) if applicable, that the vehicle was
originally sold new in the specified foreign country
identified under (1) of this section and inported into
the United States;

(3) that the vehicle's odoneter was
converted from kiloneters to mles, and shall provide
the consuner wth a legal vehicle title, an odoneter
verification certificate, or another docunent that
verifies the m | eage reading after the conversion;

(4) if applicable, that the vehicle does
not have a manufacturer's warranty; and
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(5) any other infornation required by
regul ati ons adopted by the attorney general ."

Renunber the followi ng bill sections accordingly.

REPRESENTATI VE GRUENBERG not ed t hat i f t he committee
subsequently adopts t hat anmendnment [ Ver si on H 1], t hen
Representative Crawford's Amendnent 1 wuld beconme noot;
however, he said, "But | have no objection to this being in
there with that understanding."”

Number 0259

CHAIR WEYHRAUCH asked if there was any objection to
[ Representative Crawford's] Anmendnent 1. There being no
objection, it was so ordered.

Number 0425
The commttee took an at-ease from1:47 p.m to 1:48 p. m
Number 0486

MR SNIFFEN, in response to a coment by Chair Wyhrauch,
confirmed that he did draft the |anguage of Amendnent 1, which
was j ust adopt ed.

Nunmber 0600

REPRESENTATI VE GRUENBERG offered Amendnent 2 [labeled 23-
LS0975\H. 3, Bannister, 5/15/03, which was originally |abeled
Amendnent 3], which read as foll ows:

Page 6, following line 1:

Insert a new bill section to read:

"* Sec. 6. AS 45.25 is anmended by adding a new
section to read:

Sec. 45.25.530. Di scl osure regarding receipt of
conmi ssi ons. If a notor vehicle dealer's service
operations enployees receive a commssion for the
anount of work they perform the notor vehicle dealer
shall post a conspicuous sign that is visible to
service custoners that the dealer's service operations
enpl oyees work on comm ssion. "

Renunber the followi ng bill sections accordingly.
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REPRESENTATI VE GRUENBERG recall ed testinony revealing that it is
often a practice that people in service centers work on
comm ssion; therefore, the nore repairs sold, the larger the
comm ssi on. He added, "That's happened to ne." He noted that
Amendnment 3 woul d ensure full disclosure.

Nunmber 0655

MR. SNIFFEN, in response to a request by Chair Wyhrauch, said
that he understands the intent behind [Arendnent 2] and does not
see any harmin it.

CHAI R WVEYHRAUCH said that [Anmendnent 2] has sone appeal to him
He explained that his nother just bought tires for her car and,
while on a trip, was told at a station that she needed a whole
new set, and she bought them He said he thinks people are
vul nerable to this.

Nunmber 0698

REPRESENTATI VE CRAWORD noted that the only place where this
type of thing has happened to him was at Sears, where he was
solicited to buy "numerous oil changes, and that sort of thing."
He stated that he is not so sure that Sears would be included
under "notor vehicle dealer"”.

Number 0760

CHAI R WEYHRAUCH said that [the anmendnent] does relate to notor
vehicles, and he said that he is "trying to keep within the
scope of this."

REPRESENTATI VE CRAWORD said that he doesn't know if the
commttee is directing the amendnent to what the actual problem
is. He commented that he doesn't have nmuch experience with new
car deal ers.

REPRESENTATI VE GRUENBERG r esponded that he offered the amendnent
in response to what happened to him He added that he is not
saying that the people were at all dishonest, but that he "just
didn't know. "

Number 0815

CHAI R WEYHRAUCH asked if there was any objection to Anendnent 2.

Number 0830
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MR. SNIFFEN referred to AS 45.45.150, which he said is titled
"notice to customer” and requires an autonobile repair facility
to notify a custonmer that he/she is entitled to a return of the
replaced parts from the repair of an autonobile. It also
requires the repair shop to post in a conspicuous location a
sign that inforns the consunmer of its requirenment to provide
those parts when requested. He said he was wondering if "this
type of |anguage would fit better in that statute, as opposed to
this statute.”

Nunmber 0885

REPRESENTATI VE GRUENBERG replied that he would ask that the
staff work with Legislative Legal and Research Services counse
to see "whether it would go better here or in 45.45. 150." He
added that he doesn't care where it goes.

Number 0916

CHAI R VWEYHRAUCH said, "W wll make that note on Amendnent 2,
and, seeing no objection, Arendnent 2 is adopted.”

Nunmber 0925

REPRESENTATI VE GRUENBERG offered an anendnent |abeled [23-
LS0975\H. 5], which he called Arendnent 3, which read as foll ows:

Page 1, line 8, through page 2, line 6:

Delete all material and insert:

"(b) A person who does business as a dealer in
the state may not offer to sell or sell a notor
vehicle as a new or current nodel notor vehicle
[ HAVI NG A MANUFACTURER S WARRANTY] unl ess

(1) if the vehicle is offered for sale or
sold as having a manufacturer's warranty, the dealer
has a current sales and service agreenent wth the
manuf acturer and the agreement requires the dealer,
upon demand of the notor vehicle buyer, to perform or
arrange for, wthin a reasonable distance of the
dealer's place of business in the state, the repair
and replacenent work required of the nanufacturer
under the warranty; [OR]

(2) the vehicle is a current nodel used vehicle
received as a trade-in in the normal course [DEALER
OFFERS TO G VE THE BUYER A REBATE TO COVER THE REPAIR
AND REPLACEMENT WORK THAT THE DEALER CANNOT PERFORM OR
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ARRANGE FOR WTHIN A REASONABLE DI STANCE OF THE
DEALER S PLACE] of business;"

REPRESENTATI VE GRUENBERG asked M. Sniffen if he renenbered
previ ously discussing page 1, line 8 through page 2, line 1, [in
Version H, on the record with him

MR. SNI FFEN answer ed yes.

REPRESENTATI VE GRUENBERG said, "What this will do is deal wth
subsection (b)."

CHAIR WEYHRAUCH noted that he had interrupted M. Sniffen's
prelimnary conments earlier in the norning. Because the bill
was drafted as a result of concerns that M. Sniffen voiced
originally, he said he wants to nmake certain that the conmttee
has the full benefit of hearing any additional thoughts and
views of M. Sniffen's.

[ No action was taken on the proposed Anendnent 3 at this tine.]
Number 1124

MR. SNl FFEN responded that he did listen to a |ot of testinony
| ast night and woul d appreciate the opportunity to follow up on
sone of the coments from "our departnent's perspective."” He
noted that his departnment is charged with protecting consuners
under [Alaska's] consuner protection Act, and he stated his
concern wth sone of representations that "m ght be taken out of
context by the comrittee here.” He continued as foll ows:

One of those deals with the idea that a registered
i mporter has some kind of consuner protection

responsibility because they are bonded and 1|icensed
and other things, and, as |'d nentioned earlier today,
that process is a very sinple one - it's not very

difficult to becone a registered inporter.

But, nore inportantly, the registered inporter has no
interaction with the consuner. Consuners purchase
t hese vehicles from dealers. Deal ers get these cars
frominporters or from auctions, and then the auctions
deal with the inporters.

W had a case here, just last year, from a consuner

who purchased a Canadian vehicle - it was 1996 Chevy
product - and it had an onboard diagnostic chip that
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could not be recalibrated to conform [to] US
em ssions standards. He took that vehicle back to the
deal er, and the dealer essentially wanted to wash his
hands of the problem and said, "Well, you know, it was
i nported that way."

When the consuner tried to get sone docunentation from
the dealer who actually tried to find who the inporter
was and find out if there was sone recourse against
the inporter, it was just inpossible to do, because
the relationship that the consuner sees is he's buying
from the dealer, he's not buying from an inporter.
The consuner doesn't know who this inporter is; he's

not aware of this bond. | don't know that any
consuner would know how to bring an action against an
inporter's bond. It would take sone savvy.

So, the notion that there is sone consuner protection
here because of the obligations on an inporter to
conply with federal standards and mght go to jail for
20 years if they tanper wth odoneters and those
t hings, those protections don't really filter down to
the consuner, and this bill, 1 think would help
prevent some of those things in its present form

And another issue | wanted to bring up dealt with the
whole warranty issue that several of the Lyberger
enpl oyees testified about, and, you know, if every
used car dealer in Alaska was a Lyberger, perhaps we

woul dn't have as nany problens as we do. And the
testinony we've heard from wused-car dealers are
reputabl e used-car dealers - ... the Budgets and the
Lybergers and the Affordables - but there are 347

ot her used-car dealers in the state, and all of these
ot her used-car dealers may not be as forthcomng with
these types of disclosures and information as M.
Lyberger's folks are. And we're going to create,
per haps, an opportunity for consuner fraud if ... we
allow these kinds of transactions to proceed if we
don't nonitor themvery carefully.

And, | think it was brought up earlier: these dealers
aren't required to offer warranties on these cars.
Lyberger does and that's great. | think M. Hass (ph)
testified earlier, and he didn't suggest that he
offered these kinds of warranties on vehicles. So,
there's no guarantee that these warranties are going
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to go with these vehicles, so discussing when they
apply, whether there are service contracts, whether

there are warranties - | think that's inportant stuff,
but for a mjority of car dealers that nmay becone
irrel evant. And if we're going to sanction these

transactions now that are «currently prohibited,
woul d be cautious that we're opening up a new ground
for perhaps sone used-car dealers who don't sell these
vehicles to now start selling them And we mght run
into sone of these problens in the future.

| would just like the commttee to consider those
comments as you go through sone of the original intent
of this bill, and why we need to do sonething with the
current law, but at the sane tine, provide sone
consuner protection. And |I'm just leery that you
mght be thinking that, "WlIlI, ... inporters are
protecting consuners," because | have sone serious
reservati ons whet her they are. I al so have

reservations about whet her free warranties wth
vehicles from used car dealers are going to help
protect consunmers, as well.

Nunmber 1429

REPRESENTATI VE SEATON referred to [paragraph] (2) on page 2,
[ beginning on] line 2, which read as foll ows:

(2) the wvehicle is a current nodel used
vehicle received as a trade-in in the normal course
[ DEALER OFFERS TO G VE THE BUYER A REBATE TO COVER THE
REPAIR AND REPLACEMENT WORK THAT THE DEALER CANNOT
PERFORM OR ARRANGE FOR W THI N A REASONABLE DI STANCE OF
THE DEALER S PLACE] of business;

REPRESENTATI VE SEATON asked, "lIsn't that essentially ... what is
being satisfied with either the Heritage warranty, or offering
to do that in-house with his owmn ... repair facilities or with a

short distance?"
MR. SNI FFEN replied as foll ows:

| think it does to sone extent, but | don't know that
that was the original intent of this section. The way
statute currently reads is you can't sell a new or
current-nodel car having a manufacturer's warranty.
The Heritage warranty is not a manufacturer's
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MR.
G uen

warranty, it's really an after-narket service contract

or warranty, if you will - technically it is a service
contract.
But | think the current statute has this |anguage in

here to prevent, perhaps, folks in the Bush who don't
have access to repair facilities, from selling a new
vehicle to a consuner with a manufacturer's warranty,
but then not have the ability to actually perform the
warranty service.

So, under those circunstances, if you had to fly from
Bethel to Fairbanks, or from sone renote area to a
repair facility to get the work done, then you could
only sell the warranty if you agreed to reinburse the
consuner for those expenses. And | think that was the
situation that this |anguage addressed.

| don't know that it necessarily was neant to allow
used car dealers to sell current - nodel Canadi an
vehicles so long as they had a replacenent service
contract of some kind to go along with them because
those aren't manufacturer's warranties.

SNIFFEN, in response to a question by Representative
berg, confirned that he had not yet received [ Anendnent 3].

REPRESENTATI VE GRUENBERG of fered Anendnent 4 [originally |abeled

Amend
provi

ment 3], which read as follows [original punctuation
ded]:

Page 5, following line 22:

Insert a new bill section to read:
"*Sec.5. AS 45.25.465 is anmended by adding a new
subsection to read:

(c) Wien a notor vehicle dealer sells a used
notor vehicle, the notor vehicle dealer shall disclose
to the buyer in witing in a manner that is clear and
conspi cuous

(1) that the warranty provisions of AS
45. 45. 300- 45.45.360 do not apply to the purchase of
t he nmotor vehicle; and

(2) that, if applicable, the vehicle is
not subject to a manufacturer's warranty."

Renunber the followi ng bill sections accordingly
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REPRESENTATI VE GRUENBERG said that that would include a current-
nodel notor vehicle al so.

Nunber 1729

REPRESENTATI VE LYNN obj ected for the purpose of discussion.

Number 1750

MR SNIFFEN, in response to a question by Representative
G uenberg, said that he doesn't believe that the words "or
current-nodel notor vehicle" have to be added. He stated, "I'm
not sure that [paragraph] (2) would have any relevance to a |ot
of nmotor vehicles covered by this |anguage. The vehicles

(indisc.) to a manufacturer's warranty is alnost assuned and
obvious in so nmany used vehicle transactions that making it a
requirenent mght ... just add another wunnecessary |ayer of
paperwork to an otherwise ... normal used-car transaction." He
proffered that it really makes the nobst sense to require that
di scl osure when you're selling a vehicle "that a consunmer m ght
confuse the new vehicle, which would be these current-nodel year
vehi cles."

Number 1790

REPRESENTATI VE CGRUENBERG suggested the follow ng anendnent to
Anmendnent 4 as foll ows:

After "used notor vehicle"

Before ","

Add: "or a current-nodel notor vehicle"
MR. SNI FFEN confirned that that would be the right termto use.
Number 1830

REPRESENTATI VE SEATON stated his wunderstanding that "current-
nodel notor vehicle" would i nclude a new vehicl e.

REPRESENTATI VE GRUENBERG responded no. He explained, "New is
different.”

REPRESENTATI VE SEATON said, "No, a current nodel can be neither
[either] new or used, but it's a current nodel."

Nunmber 1855
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MR. SNI FFEN responded as fol | ows:

That was exactly ny first reaction, is that if we just
said "current-nodel notor vehicle", that would include
the universe of all new cars. And it would have to
read sonething to the effect of "current-nodel used
not or vehicl e".

REPRESENTATI VE GRUENBERG acquiesced to the suggestion of
inserting the words "current-nodel used notor vehicle" instead.
He asked M. Sniffen if he could support Amendnent 4, [as
anended] .

MR. SN FFEN said yes. He added, "The nore information we can
give a consuner about these transactions, ... the better."

Number 1920

REPRESENTATI VE GRUENBERG said that his staff had added the words
"clear and conspicuous” to Anendnent 4 after a discussion he had
had wth Representative Lynn. He asked Representative Lynn if
that addition was satisfactory.

Number 1933

REPRESENTATI VE LYNN suggested a "bunper-sticker-sized sign" on
the w ndow that says, "Canadian vehicle, current, no factory
warranty." He added that it would also say in small print, "see

di scl osure forns for further information."
Nunmber 1988

REPRESENTATI VE GRUENBERG said that he would accept that as a
"conceptual friendly anmendnent” [to Anendnent 4]. He suggested
that it could read:

After "clear and conspi cuous”
Insert "and posted in the wi ndow of the car”

REPRESENTATI VE LYNN repeated his idea for the information to
read "Canadi an vehicle" and "no factory warranty”. He rephrased
his previously stated suggestion to recomrend that [the sticker]
also read in small print, "See detailed disclosure.”

REPRESENTATI VE GRUENBERG said he thinks that the amendnent
shoul d al so include "that it's not subject to the |lenon [aw. "
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REPRESENTATI VE =~ GRUENBERG  suggest ed anot her amendnent to
Amendnment 4 would be to delete the word "and" [preceding
paragraph (2)], and [after the corrected word "warranty", to
delete "." and] insert ";" and "(3) and stating the country of
manufacture if not the United States."

REPRESENTATI VE = GRUENBERG, in response to a question by
Representative Lynn, said that he would |ike the |anguage to be
broad enough [to enconpass ot her countries].

Number 2080

MR. SNI FFEN, in response to a question by Chair Wyhrauch, noted
that there is already a statute - AS 45.25.470 - that requires
the disclosure in witing to a consuner whether a vehicle was
originally manufactured for sale in Canada or another foreign
country; therefore he said he doesn't know that that |anguage
needs to be included in here.

Nunber 2100

REPRESENTATI VE LYNN reiterated his idea to require a sticker on
t he car. He noted that a |ot of vehicles manufactured overseas
arrive into the US. in a legitinmate nanner. He clarified that

he wants to separate those cars that cone in from the "grey-
mar ket" from those that cone in through a newcar dealer in the
normal course of business. He suggested an alternative woul d be
to "withdraw the friendly anendnent and just vote against the
whol e thing."

REPRESENTATI VE GRUENBERG read AS 45.25.470 as foll ows:

Sal es of vehicles manufactured for sale in a foreign
country. Before sale, a notor vehicle dealer shall
disclose in witing whether a notor vehicle was
originally manufactured for sale in Canada or another
foreign country.

REPRESENTATI VE GRUENBERG said, "So, ny suggestion would sinply
be to have as a category, 'subject to AS 45.25.470,' and that
woul d do exactly what you want." He asked M. Sniffen if that
was true.

MR. SNl FFEN sai d he believed so.

Nunber 2198
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REPRESENTATI VE LYNN wi t hdrew his friendly anmendnent.
Number 2225

REPRESENTATI VE GRUENBERG clarified that [a new paragraph (3)]
woul d read as follows:

(3) that, if applicable, the vehicle is subject to AS
45. 25. 470

REPRESENTATI VE GRUENBERG said he would make that conceptual,
because "we don't want to just cite the statute.”™ He said that
it would have to say clearly that it's nmade in another country,
subject to sale in the United States.

Number 2770

CHAIR WEYHRAUCH asked if there was any objection to the
anendnent to Anendnent 4 that would add "or a current-nopdel used
not or vehicl e".

Number 2299

REPRESENTATI VE CRAWFORD said, "It's getting awfully confusing to
me, and | don't knowif it's really needed, but "

Number 2315

REPRESENTATI VE LYNN stated that he would vote agai nst [Anmendnent
4] no matter what is added to it.

CHAI R WEYHRAUCH cont i nued:

And then ... adding, "(3) that, if applicable, the
vehicle is subject to AS 45.25.470." kay, as a
friendly anendnment we'll just add those.

CHAIR WEYHRAUCH, in response to a question by Representative
G uenberg, said that he thinks the conmittee has the idea [of
what the anmendnents are about]. He asked Representative
Guenberg if there was anything else [to discuss] regarding
Amendnent 4.

REPRESENTATI VE GRUENBERG answer ed no.
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CHAI R VEYHRAUCH said, "Ckay, there's a notion on Anendnent 4 [as
anended and] an objection. Is there any further discussion?
Secretary call the roll."

[ The friendly anmendnents to Anendnent 4 were treated as adopted;
therefore, Amendnment 4 would read as follows:]

Page 5, following |line 22:

Insert a new bill section to read:
"*Sec.5. AS 45.25.465 is anmended by adding a new
subsection to read:

(c) When a notor vehicle dealer sells a used
notor vehicle or a current-nodel used notor vehicle,
the notor vehicle dealer shall disclose to the buyer
inwiting in a manner that is clear and conspi cuous

(1) that the warranty provisions of AS
45. 45. 300-45.45.360 do not apply to the purchase of
the notor vehicle;

(2) that, if applicable, the vehicle is
not subject to a manufacturer's warranty; and

(3) that, if applicable, the vehicle is
subj ect to AS 45.25.470."

Renunber the followi ng bill sections accordingly
A roll call vote was taken. Representati ves G uenberg, Holm
Seaton, Crawford, and Wyhrauch voted in favor of Amendnent 4,
as anended. Representative Lynn voted against it. Ther ef or e,
Amendnent 4, as anended, was adopted by a vote of 5-1.
Nunber 2400

REPRESENTATI VE GRUENBERG offered Amendnment 5 [text provided
previ ously].

REPRESENTATI VE LYNN obj ected for the purposes of discussion.
Number 2420

MR SNIFFEN, in response to a question by Representative
G uenberg, said, "W have no opposition to that anendnent.”

REPRESENTATI VE LYNN wi t hdrew his objection to Armendnent 5.

Nunber 2436
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CHAIR WEYHRAUCH asked if there was further objection. There
bei ng none, Amendnent 5 was adopt ed.

Nunber 2485

REPRESENTATI VE GRUENBERG referred to Anendnent 3. He addressed
M. Sniffen as foll ows:

It was ny thought that the law currently allows
sonebody who is selling a current-nodel notor vehicle
to provide a rebate to cover the cost of repair, or to
have a current sales and service agreenent. I
actually wanted to just retain the current |aw

REPRESENTATI VE GRUENBERG referred to [paragraph (2)] of
Anmendnent 3, which read as foll ows:

(2) the vehicle is a current nodel used vehicle
received as a trade-in in the normal course [DEALER
OFFERS TO G VE THE BUYER A REBATE TO COVER THE REPAIR
AND REPLACEMENT WORK THAT THE DEALER CANNOT PERFORM OR
ARRANGE FOR WTHIN A REASONABLE DI STANCE OF THE
DEALER S PLACE] of business;"

REPRESENTATI VE GRUENBERG said, "W had continued to delete
that,"” but he said that he thinks that |anguage should probably
be left in. He asked M. Sniffen if he agreed.

Nunber 2571

MR. SNI FFEN said it | ooks as though that |anguage is repeated in
[ paragraph] (1) of [Anmendnent 3]; therefore he said he's not
sure "what the purpose of keeping that |anguage in would be."

Nunber 2582

REPRESENTATI VE GRUENBERG said that that is what he had thought
initially; however, he noted that the rebate is not nentioned
[in paragraph (1)], and he thinks that's inportant to include.

CHAI R VEYHRAUCH, in response to a request for clarification from
Representative Crawford, said that the committee is discussing
Amendnent 3 "that was earlier discussed and then w thdrawn,"
which is | abel ed, 23-LS0975\H. 5, [Bannister, 5/16/03].
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REPRESENTATI VE GRUENBERG reiterated that [paragraph (2)] is not
exactly the same as [paragraph (1)], because of the reference to
the dealer's ability to give the buyer a rebate.

Nunmber 2666

REPRESENTATI VE SEATON pointed out another difference [between
the two paragraphs] is that paragraph (1) tal ks about a new car
having a manufacturer's warranty, while paragraph (2) addresses
used vehicles. He stated that he agrees with Representative
G uenberg that the deleted |anguage should be left in for
consuner protection.

Number 2695
MR. SNI FFEN responded as fol | ows:
| don't know that | have a problemw th the concept or

the intent here, but when we're trying to amend
current Version H to include these warranty issues

things get a little conplicated for me as well, and |
have to share Representative Crawford's confusion a
little bit.

| think the intent of the initial anmendnment was to
clean up [AS] 08.66.015, so it was very sinple and
easy to understand. If you're selling a new car, this
is what you have to do. If you're selling a current-
nodel car that's not new, this is what you have to do
to sell that. And we took out these warranty issues,
because they sinply weren't a problem up here in
Al aska. And | think working with that |anguage over
... at least the four years |'ve been here, and
speaking with the new car dealers, | think the
manuf acturers' service agreenents wth the dealers
have sort of renoved sone of the concerns that that
warranty | anguage was i ntended to protect against.

If we want to address these warranty issues - selling
cars, whether or used with a warranty, and what you
have to do - it mght be better to put that into a
separate provision in and of itself, so we're not
conbi ning these concepts. And | think that m ght keep
it cleaner and easier to understand.

Nunber 2755
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REPRESENTATI VE GRUENBERG suggested he could offer [Amendnent 3]
as a conceptual anmendnent and ask the drafter to work with staff
and M. Sniffen to set the |anguage out in a separate section,
i f necessary.

MR. SNl FFEN responded that he thinks that would be a better
approach, and he stated that he would be happy to work with the
drafters on either coming up with a separate section or "a
separate provision wthin this section" that just addresses
t hese warranty concerns.

Number 2833

REPRESENTATI VE CRAWFORD asked if there is a problemw th the way
our Version H is witten. He said, "I thought we had worked
this | anguage out that was pretty nmuch acceptable.”

CHAI R WEYHRAUCH said, "And | object too, for that reason. I
think I want to keep that as sinple as possible on this one.”
He asked if there were any further coments fromthe commttee.
Number 2860

MR SNIFFEN, in response to a question by Representative
G uenberg, said that Amendnment 3 raises sonme confusion for
various reasons that he said he did not know if the commttee
had tine to get into. He concluded, "I don't know that it hel ps
our cause any."

Number 2875

REPRESENTATI VE GRUENBERG wi t hdrew [his notion to adopt Amendnent
3].

Nunmber 2885

REPRESENTATI VE GRUENBERG noved to adopt Anmendnent 6, [|abeled
23-LS0975\H. 1, Bannister, 5/15/03].

Number 2889
REPRESENTATI VE LYNN obj ected for the purpose of discussion.
Number 2900

REPRESENTATI VE GRUENBERG reviewed the highlights of Amendnent 6
[text provided previously].
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TAPE 03-69, SIDE B

Number 2999

MR. SN FFEN nentioned the "sale approach.” He added, "And |
think 1've testified previously on our concerns with it, but
|l eave it to the commttee to decide how they would like to
approach it." M. Sniffen continued as foll ows:

[ Avendnment 6] certainly would be sonmething that would
hel p the consuner. | don't know that it would be as
effective as the Ilanguage currently contained in
Version H, sinply because we're dealing with so many
used-car dealers and their ability to meke these
disclosures in an informed way is sonething that our
office doesn't have a lot of faith in, to be frank.
And | remenber testinony by one of the nenbers of this
commttee that when they visited Lyberger's lot this
year, they weren't even told that these vehicles were
manuf acturers' (indisc.). So, having this law and
making sure that all of the 350 sone-odd used- car
dealers in Alaska who sell these vehicles conply with
it is a different story, and since we are dealing with
a fairly large purchase - if not the single |argest
purchase a consuner mght make in their lifetine, then
perhaps the second largest, followed closely by their
honme - it's risky. ... But it does acconplish sone of
the goals that we're trying to achieve.

Number 2930

REPRESENTATI VE CRAWFORD sai d he thinks he's addressed this issue
several tines. He noted that there are "homegrown franchised
dealers"” [in Alaska], and [the legislature] has seen fit in the
law to say that there can't be other newcar dealers within 14
m | es of [another sane deal ership]. He continued as foll ows:

These cars that are coming in - they are used, under
the law, but pretty nmuch as a technicality, as far as
| see. And they're new to the consuner. They nmay be
used to the law, but they're new to the consuner, and
| believe that undercuts and puts our franchised
dealers in a non-conpetitive situation, and | can't
vote for it.

Number 2900
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REPRESENTATI VE LYNN said, "Ditto."
Number 2910

REPRESENTATI VE HOLM apol ogi zed for his absence during the
earlier portion of the neeting. He referred to [Anendnent 6]
and asked for a definition of "normal course of business".

Nunmber 2869

MR. SNIFFEN said that he doesn't believe that that term is
defined anywhere in statute. He said that it's an assuned
definition, such as "reasonable person,” which he said really
isn't defined anywhere, other than in sone jury instructions.

Number 2853

REPRESENTATI VE GRUENBERG said there has Dbeen considerable
testinmony that there are various ways that "people do obtain
t hese vehicles." Sone of those ways, he noted, are purchasing a
used vehicle as a trade-in, directly froma consuner, or "froma
rebel fleet or a repossession.” However, he stated his
understanding that the primary way that dealers obtain these
vehicles is at dealer auctions. He asked M. Sniffen if he
agreed with that assessnent.

MR. SNI FFEN said that that is the testinony that he's heard, as
wel | .

Nunber 2811
A roll call vote was taken. Representatives Holm Seaton, and
G uenberg voted in favor of Anmendnent 6. Represent ati ves

Dahl strom Lynn, Crawford, and Wyhrauch voted against it.
Therefore, Amendnent 6 failed by a vote of 3-4.

Nunber 2759

REPRESENTATI VE DAHLSTROM noved to report CSHB 272(STA), Version
23-LS0975\H, [Bannister, 5/14/03], as anended, out of conmttee
wi th individual recomrendati ons and the acconpanying zero fisca
note. There being no objection, CSHB 272(STA) was reported out
of the House State Affairs Standing Conm ttee.

HB 158- ELI M NATI NG LONGEVI TY BONUS PROGRAM

Number 2718
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CHAI R VWEYHRAUCH announced that the conmttee would return to
HOUSE BILL NO 158, "An Act elimnating the |ongevity bonus
program and meki ng rel ated conform ng changes; and providing for
an effective date."

CHAI R WVEYHRAUCH summari zed the previous testinony heard earlier
the same day for the benefit of Representative Holm who had
recently arrived.

Nunmber 2669

REPRESENTATI VE SEATON noved [to report HB 158 out of committee
with individual recomendations and the acconpanying fiscal
not e] .

CHAI R WVEYHRAUCH not ed an obj ection from Representative Lynn.
Nunber 2652

REPRESENTATI VE CRAWORD said that [the decision before the
commttee] is a tough one on him and everybody invol ved. He
said that he knows it is not a choice that the seniors want to
[ make] . He stated his understanding that "sonmething is better
than nothing,"” but told [the testifiers], "I don't believe we're
negotiating with the governor here." He stated that he is
opposed to a 5-year phase-out and believes that "the deal has
al ready been struck.” He said that he doesn't know how he could
vote to phase [the l|longevity bonus prograni out in any manner
He concluded, "I don't like it. And | don't know how to say it
any better than that."

Number 2598

REPRESENTATI VE DAHLSTROM stated for the record that although she
thinks that this is a tough situation, she cannot vote to agree

to a 4- to 5-year phase-out. She said that she doesn't believe
that "that would allow us to fix our problem in a reasonable
anount of time." She said she believes that no nmatter what
changes are worked out anong groups, the governor will do as he
said and renove the program Representative Dahlstrom said, "If
there were to be a phase-out, and it was a six-nonth to a year
phase-out, that mght be a different story. But | can't agree

to a 4- to 5-year [phase-out]."

Nunber 2552
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REPRESENTATI VE LYNN stated that he thinks "we" have a de facto
contract wth the seniors of Al aska. He reiterated his
disclosure that he is not a recipient of the longevity bonus

He said that he knows the governor is attenpting to cut
spending. He said that that is a |audable goal, but he doesn't

think it "should be cut on the backs of the seniors.” He said
that he doesn't have a clue what the governor will do when [HB
158] or any other bill arrives on his desk.

REPRESENTATIVE LYNN reiterated that the longevity Dbonus
[progran] is, in fact, being phased out by death. He said that
he totally agrees that phasing out the programin a 4- or 5-year
plan is better than [ending] it all at once. He added,
"Nonet hel ess, you dress a pig in a tuxedo and it's still a pig.
And we shouldn't get rid of it."

Number 2503

CHAIR WEYHRAUCH, in response to a question by Representative
Seaton, confirnmed that there is no anmendnment to the bill. He
explained that [the intent] is to nove [HB 158] to the next
commttee of referral for any amendnents.

2469

REPRESENTATI VE SEATON said he wanted to <clarify that the
commttee will be voting on the original bill [requested by] the
gover nor.

Number 2410

REPRESENTATI VE DAHLSTROM renewed the notion to report HB 158 out
of conmttee.

CHAIR WEYHRAUCH rem nded the commttee that an objection had
been previously stated.

A roll call vote was taken. Representatives Seaton, Dahl strom
Holm and Weyhrauch voted in favor of HB 158. Represent ati ves
Lynn, Crawford, and G uenberg voted against it. Therefore, HB
158 was reported out of the House State Affairs Standing
Commttee by a vote of 4-3.

ADJ QURNVENT

Nunmber 2395
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The neeting was recessed at 2:43 p.m to a call of the chair.
[ The neeting did not reconvene. ]
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