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SB 286- DI RECT MARKETI NG FI SHERI ES BUSI NESS

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 1:34 p.m Present were Senators
Gary Stevens, Ralph Seekins, Hollis French and Con Bunde.
Senat or Bettye Davis was excused. The first order of business to
cone before the commttee was CSSB 286( L&C).

MR 1T AN FISK, Staff to Senator Bert Stedman, sponsor, offered to
answer questions.

CHAIR BUNDE noted that a question from Jim Smth about shrinp
processi ng had been addressed and was no | onger a problem

MR. BRUCE SCHACTLER, President, United Sal non Associ ation (USA),
supported SB 286. He said, “Everybody is all finally on the sane
sheet of nmusic and it’s taken a long tine.”

MR. KENNY OSHBACKER, USA nenber from Kodi ak, said he is a direct
mar keter in the Lower 48 and supported SB 286.

SENATOR SEEKI NS noved to pass CSSB 286(L&C) from commttee with
i ndi vidual recomendations and attached fiscal note. Senators
St evens, French, Seekins and Bunde voted yea and CSSB 286(L&C)
noved from commttee.

#

"#SB276
SB 276- ALASKA | NSURANCE GUARANTY ASSOCI ATl ON

CHAI R CON BUNDE announced SB 276 to be up for consideration and
recapped that a CS had been discussed at the |ast neeting. An
addi tional anendnent had been proposed that would conplete the
changes in the CS.

SENATOR RALPH SEEKINS noved to adopt CSSB 276(L&C), version \H,
as the working docunent.

CHAIR BUNDE explained that the CS was requested by the
Department of Conmunity and Economc Devel opnent (DCED) and
reinserts (on page 4, line 24) its ability to seek loans from
Al aska Industrial Developnent and Export Authority (Al DEA)
shoul d the guaranty fund need to be filled, again, tenporarily.
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SENATOR HOLLIS FRENCH maintained his objection to the adoption
of the CS for the reasons he already stated at the |ast neeting
[ 2/ 10/ 04] .

CHAIR BUNDE asked for the roll to be taken. Senators Seekins,
Stevens and Bunde voted yea; Senator French voted nay and CSSB
276(L&C), version \H was adopted.

SENATOR SEEKI NS noved to adopt anendnent 1, version\H 1.
23-GS2105\H. 1
Bul | ock
1/ 13/ 05

AMENDMENT

OFFERED | N THE SENATE BY SENATOR BUNDE
TO CSSB 276(L&C), Draft Version "H'

Page 5, following |line 30:
Insert a new bill section to read:
"* Sec. 4. AS 44.88.080 is anended by addi ng a new paragraph
to read:

(27) to guarantee loans nade to the Al aska
| nsurance CGuaranty Association (AS 21.80.040), wth these
guarantees |limted +to |oans necessary to nmake the
association financially able to neet cash flow needs up to
a maxi mum outstanding principal balance at any tinme of
$30, 000, 000. "

Renunber the followi ng bill section accordingly.

MS. LINDA HALL, Director, D vision of Insurance, Departnent of
Community & Economic Developnent (DCED) explained that the
anendnent adds the second piece of the AIDEA |oan guarantee by
taking | anguage from the Al aska |nsurance CGuarantee Association
(Al GA) statutes and puts it in with the Al DEA statutes, enabling
it to provide the guarantee that is spoken to in the CS.

CHAI R BUNDE announced that amendnent 1 was adopted without
obj ecti on.

SENATOR FRENCH surm sed that the bill now goes from being a
series of assessnents on the industry to what is essentially a
fundi ng nmechani sm through the earnings reserve of the Permanent
Fund.
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M5. HALL responded that was her understanding, as well.

SENATOR FRENCH asked if sinmply going from a 2 percent to a 4
percent assessnent woul d be beneficial to the guaranty fund.

M5. HALL agreed that the assessnent increase nmechani sm woul d be
sinpler, but objections to the resulting increased financial
obl i gati ons had been rai sed.

SENATOR FRENCH noted that he heard objections to the assessnent
increase from the self-insured groups that had never paid into
the fund and couldn’'t ever get a financial benefit fromit, an
obvi ously defensible position.

M5. HALL agreed wth Senator French that the mgjority of
objections she heard also came from self-insureds and joint
i nsurance arrangenents. She admtted that increased costs are
pr obabl y di st ast ef ul for t he enpl oyer comunity and
policyhol ders at | ar ge, al though she hadn’'t received a
significant nunber of conplaints fromthem

SENATOR FRENCH noted that the original bill also had a 2 percent
increase on other lines of insurance, but he hadn’t heard nany
objections from that group. He asked if she had any input from
t hem

M5. HALL replied that she hadn’t received a specific phone call,
but had heard a couple of general conplaints regarding that
particul ar provision.

SENATOR FRENCH concl uded saying he appreciated the work she had
put into creating SB 276. “If there were conprom ses to be nmade,
it would have been in that final self-insured group, the group
that would derive no benefit from paying into the Wrkers Conp
fund, but that’'s behind us....”

SENATOR SEEKINS asked if self-insureds could argue that they
didn't receive any benefit and weren't involved in the
bankruptcy of the conpanies and therefore shouldn’'t be held
responsible with an additional assessnent.

M5. HALL replied that that argunent could be raised, but it was
an oversinplification to think that Fremont’s [l nsurance
Conmpany] insolvency was caused only by reduced prem uns. She
sees the issue as a public policy call and pointed out that
other states have had to decide how to deal wth insolvent
insurers, as well. The Frenont situation is an extrene case and
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Al aska does not have the ability to fund the clainms under
current statutes.

SENATOR SEEKI NS sai d:

| understand that. | just think that some of those
sane people who weren’t involved in those conpanies
[and] are in the fallout that cane have exactly the
sane argunent as those people who are self insured who
have no i nput ever into the fund...

CHAI R BUNDE r ef r ai ned:

| think nmy intent is to put a little reverse spin on
that and say we’'re all potential beneficiaries so we
perhaps all should be part of the solution.... Just
for the record, | have heard Pam LaBolle testifying
that Al aska’'s businesses are under a good deal of
pressure and an additional assessnment would be
difficult for them to absorb — that there would be
sone negative consequences to businesses in Al aska
having faced in the recent past an increase in
assessnent, so...

SENATOR SEEKI NS noted that an assessnent on enpl oyers eventually
trickles down to being an assessnment on enployees. “It goes
right to the pocketbooks of the people who are doing the work
every day.”

CHAI R BUNDE qui pped, “Again, oversinplifying, 1'm just cutting
out the mddle man.”

CHAI R BUNDE cl osed public testinony on SB 276.

SENATOR SEEKINS noved to pass CSSB 276(L&C), version \H, from
committee with individual recommendati ons, attached fiscal note
and letter of intent.

SENATOR FRENCH objected saying he understands the point the
chairman is trying to nmake, but it seens |like the commttee is
adopting a course that will |ead to non-passage of the bill,
which is ultimately a bad idea. It discredits the work that M.
Hall did in creating a feasible funding nechanism for covering
the shortfall and raises the stakes on this issue to the point

where many people will feel unconfortable voting for it because
of the fact that it goes to the wearnings reserve of the
Permanent Fund. It makes the argunent for enshrining the
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dividend in the constitution stronger, because the funding
mechanism in SB 276 will be characterized by many as a raid on
t he Permanent Fund.

CHAI R BUNDE def ended hi s phil osophical stand on policy saying:

Just for the record, to point out that we are not
broaching new ground here. The earnings of the
Per manent Fund, and we definitely need to point out
there is a big difference between the corpus and the
earnings, you understand. The earnings are currently
used on several levels. They are used to fund the
application process at sonme $5 nillion; they re used
for the hold harmess for tens of mllions of dollars
for people who would |lose their welfare when they get
their dividend; they' re used, of course, for inflation
proofing; and, of course, used for the dividend. So,
the Legislature currently has the power and does
i ndeed appropriate nonies from the earnings. If the
wor st-case scenario that you ascribe to occurs, well
there’s always a possibility of funding it out of the
general fund.

SENATOR SEEKI NS said, having been on the Board of Trustees of
the Permanent Fund and understanding that the Legislature spent
$35 mllion last year for a hold harm ess [agreenent], public
safety and other issues, he could equate the Permanent Fund to
his famly checkbook and would, therefore, not choose to
inflation proof his savings account, if his kids were starving
to death.

Wen | take a look at the challenge we are facing on
sonre of the issues - fully funding education - |
support that; the PERS and TRS downfall — | think we
need to address that; these kinds of situations that
were uncontrollable by the state, unforeseeable - |
think these are areas where if it came down to it, |
don’t think it’s conpetition for the dividend. | don’t
think that the conpetition is for the dividend at all
when | look at we mght be spending as nuch as $575
mllion this next year to inflation proof a savings
account when we can’t educate our children. So, to ne,
| understand the funds are available for different
things and in inflation proofing, we're actually
inflation proofing appreciating assets, which normally
is not done. So, the w sdom of the Legislature, |
think has to take a look at a portion of this and it
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does not jeopardize the dividend. |1’'m concerned that
sone menber s now who have support ed
constitutionalizing the dividend are concerned that
this m ght speed the process.

SENATOR FRENCH refuted his argunment saying:

The Permanent Fund is not your famly checkbook. It’s
t he checkbook of the people of the State of Alaska, if
you wll, and they have been pretty adamant about the
methods in which they prefer to see it spent and |
don’t think this is one of them

CHAI R BUNDE asked for the roll to be called. Senators Seekins,
Stevens and Bunde voted yea; Senator French voted nay; and CSSB
276(L&C), version H, passed fromcomittee.

#

"#SB299
SB 299- BAD CHECK CHARGE

CHAI R CON BUNDE announced SB 299 to be up for consideration and
that this issue was brought to his attention by the public. He
expl ained that currently a fee of $25 can be charged to a person
for witing a bad check. The original enabling |egislation said
the fee is for the costs incurred in processing the bad check
and doi ng whatever had to be done to recoup on it. Some people
have said that the $25 fee needs to be accounted for. A whole
separate accounting system wuld need to be created - a
chal l enge for a great many busi nesses.

CHAI R BUNDE suggested clarifying the statute by saying that
separate accounting is not needed and that there is a cost for
witing bad checks and the cost should be borne by the people
who wite them

VR. SCOTT  KING Cornerstone Credit Servi ces, Anchor age,
supported SB 299. He said:

The reason we feel the legislation is necessary is
because of a recent Superior Court decision in
Fai rbanks that would require a significant change in
the way we do business in collecting bad checks. The
decision, which <copies, | think, | provided to
everyone, would require that businesses docunent and
account for all the costs incurred when we go to
collect a bad check. The cost incurred could be up to
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a maxi mum of $25. Historically, this statute has been
interpreted as allowing the maxinum fee to be sinply a
$25 fee to be collected upon and help repay for the
costs incurred in taking a bad check as a business or

a merchant. Those costs typically include bank fees to
the nmerchant. When the nerchant deposits the check,

there’s a fee associated wth that - personnel costs
and maki ng phone calls, letters, accounti ng
docunentation, fees to pay collection agencies, such
as nyself, to collect on these bad checks. The effect

of the decision would further require businesses to
keep track of each expense incurred prior to them
mailing out their notices. They would have to keep a
line itemincurring of costs until they reach the $25,

which wll be extrenely cunbersone and sonewhat

i npractical .

SB 299 wll make two sinple changes to AS 09.68. 115.
And the first, and | believe the nost inportant,
change is to renpbve the |anguage of ‘for costs
incurred” and the check fee and make it sinply a check
penalty or fee. The second is to raise the $25 to $30,
bringing it nore in line with other states as they
have noved along.... The ~cost of Dbusiness has
obviously gone up in the last 18 years. To increase
this to $30 is sonething we thought was reasonable
but not too nmuch. Sone states are as high as $40 and
charging interest on the checks from the date the
check is witten, which mght be a little excessive.

MR. KING said Cornerstone represents over 2,000 businesses
t hroughout Al aska and is very supportive of this bil

CHAIR BUNDE noted that he had approxinmately 15 additional
| etters of support.

MR. KING said he thought nore letters would be forthcom ng as
busi nesses becone aware of the |egislation.

CHAI R BUNDE asked who woul d coll ect the $30 fee.

MR KING replied that the nmerchant is the entitled entity.
Cornerstone collects on behalf of the nerchant and s
conpensat ed by them

SENATOR STEVENS asked M. King to estimate a range of costs that
a conpany has to go through in a collection process.
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MR. KING replied that the range of costs is dependent on the
effort that is used to collect on the check. Certain imed ate
costs can be assumed for noticing and bank fees that range from
$2 or $3 to $25, depending on the bank, to the nerchant who
accepted the check in return for goods and had it bounced out of
his account. Any mailing or phone calls would create personne

time. Expenses can get way beyond $30 very quickly. Thirty
dollars is a reasonable fee for what a nerchant has already
suffered from not receiving conpensation for goods delivered.

The problem is, if the nmerchant or his representative has to
calculate costs on each check, as soon as the calculation is
done, nore than $25 or $30 worth of value has already added up
in personnel costs. That is why he is suggesting setting a
standard fee so the nerchant isn’t harmed.

SENATOR FRENCH asked for the spectrum between people who wite a
bad check by m stake and nmake good on the check the next day
(low end) to people who just steal other people’ s checkbooks and
wite bad checks and have no intention of paying the debt (high
end) .

MR. KING said his experience indicates that 10 to 15 percent of

bad checks will be collected with one notice or phone call; 30
to 40 percent of the checks will be paid with a reasonable
anmount of effort - nultiple phone calls, letters etc.; and a

hi gh percentage of checks are never coll ected.

SENATOR FRENCH asked if the mddle percentage would settle
wi t hin 30 days.

MR KING replied that typically paynent takes up to 90 days.

SENATOR FRENCH asked at what point does the collector cut his
| osses.

MR KING replied that he doesn’'t stop until the statute of
limtations runs out.

MR. ERNEST MADSEN, Director, WIIlians Express Stores, supported
SB 299. Hi s businesses receive several thousand checks per day
and nost of them are good, but collecting on the ones that are
bad is really difficult. He also thought the fee for bad check
witing should go up to $30.

CHAI R BUNDE asked how much bad checks cost his conpany.
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MR. MADSEN replied that he didn't have an exact anount, but
right off the bat, the comodity that was sold is lost as well
as the anmount that is spent on collections. He also pointed out
that there is a cost for in-store devices to screen for people
who wite bad checks.

CHAIR BUNDE asked if he had an average purchase anount for his
stores.

MR. MADSEN replied that the average check is around $20 to $25.

MR. DAVI D GARDNER, Vice President, Menber and Enpl oyee Servi ces,
Golden Valley Electric Association, supported SB 299. The
Associ ation does not feel its nenbers should have to shoul der
the burden of collecting bad checks witten by the very few.

CHAI R BUNDE asked himif he had a nmonthly value for bad checks.

MR. GARDNER replied that the Association has a bad debt ratio of
about .05 percent, but he didn’t know what percentage was bad
checks as opposed to default on paynment. They quit keeping track
of expenses once the $25 threshold i s reached.

M5. PAM LABCLLE, President, Al aska State Chanber of Comrerce
supported SB 299. She related how recently the State Chanber
received a bad check for about $100 and worked with the bank to
nonitor the account daily for a nonth until the check was paid.

TAPE 04-11, SIDE B

MS. LABOLLE concluded that calculating costs for recovering on
bad checks is a burden on businesses and that is why the Chanber
supports the bill

M5. THYES SHAUB, National Federation of |[|ndependent Businesses
(NFI B), supported SB 299. She added that because of bed check
writing, some businesses have decided not to accept checks, but
to only accept cash or VISA cards. This is inconvenient for
custoners and detrinental to consumers who don’t have credit
cards. Ease of collecting on bad checks is a factor in whether
busi nesses continue to accept themas a form of paynent.

SENATOR FRENCH said he thinks SB 299 is a good bill, but he is a
little concerned about raising the fee from $25 to $30. His
reasoning is that 26 states charge $25 or less currently and
elimnating the accounting frees the collection agencies to know
they are going to get the $25 every single tinme. Keeping the fee
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at $25 woul d avoid “price creep” and be fair. He noved to change
the fee back to $25.

SENATOR STEVENS nmaintained that the potential loss to the
merchant can be far beyond the $30 and he sees no reason to
change that.

SENATOR SEEKINS conmmented that if soneone accidentally wote a
bad check, it just takes a phone call to get sone kind of
resolution; but he doesn’t have that nuch synpathy for soneone
who writes bad checks deliberately.

CHAI R BUNDE asked for the roll to be called. Senators Stevens,
Seeki ns and Chair Bunde voted nay; Senator French voted yea; and
amendnent 1 failed to be adopted.

SENATOR STEVENS noved to pass SB 299 from committee with the
attached fiscal note and individual recommendations. Senators
Seeki ns, Stevens, French and Chair Bunde voted yea;, and SB 299
noved from commttee. There being no further business to cone
before the commttee, he adjourned the neeting at 2:30 p. m

#
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