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COW TTEE CALENDAR

SENATE BI LL NO. 272

"An Act relating to certain nonetary advances in which the
deposit or other negotiation of certain instruments to pay the
advances is delayed until a later date; and providing for an
effective date."

MOVED CSSB 272(L&C) OQUT OF COW TTEE

CS FOR HOUSE BI LL NO. 428(JUD)

"An Act relating to «civil liability for acts related to
obtaining alcohol for persons under 21 years of age or for
persons under 21 years of age being on |licensed prem ses.™

MOVED CSHB 428(JUD) OUT OF COWM TTEE

CS FOR HOUSE BILL NO 15(FIN) am

"An  Act relating to fair trade ©practices and consuner
protection, to t el ephone solicitations, to charitabl e
solicitations; and providing for an effective date."

MOVED SCS CSHB 15 (L&C) OUT OF COW TTEE
SENATE BI LL NO. 349

"An Act requiring licensure of mdwfery birth centers; and
providing for an effective date."”
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MOVED SB 349 OQUT OF COW TTEE

SENATE BI LL NO 389

"An Act relating to the conversion of certain corporations to
limted liability conpanies; and providing for an effective
date."

MOVED SB 389 QUT OF COW TTEE

SENATE BI LL NO. 392

"An Act relating to the expenses of investigation, hearing, or
public advocacy before the Regulatory Comm ssion of Alaska, to
calculation of the regulatory cost charge for public utilities
and pipeline carriers to include the Departnent of Law s costs
of its public advocacy function, to inspection of certain books
and records by the attorney general when participating as a
party in a matter before the Regulatory Comm ssion of Al aska,;
and providing for an effective date.”

MOVED SB 392 OQUT OF COW TTEE

SENATE BI LL NO. 387

"An Act authorizing the making of certain commercial fishing
| oans to eligible comunity quota entities for the purchase of
certain fishing quota shares; and providing for an effective
date."

MOVED SB 387 QUT OF COW TTEE

SENATE BI LL NO. 369

"An Act exenpting a person who allows a student of the
University of Alaska to gain practical work experience with the
person while participating in a practicum from vicarious
liability as an enpl oyer, and exenpti ng t he st udent
participating in a practicum from the Al aska Wage and Hour Act
and workers' conpensation coverage."
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SPONSOR(s): RULES

01/ 21/ 04 (S) READ THE FI RST TI ME - REFERRALS
01/ 21/ 04 (S) L&C, FIN
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M NUTE( STA)

STA AT 8: 00 AM CAPI TOL 102

Moved CSHB 15(STA) Qut of Conmittee
M NUTE( STA)
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FIN RPT CS(FIN) NT 7DP 3NR
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SPONSOR(s): SENATOR(s) DAVI S

02/ 16/ 04 (S) READ THE FIRST TIME - REFERRALS
02/ 16/ 04 (S) L&C, FIN

04/ 20/ 04 (S) L&C AT 2: 00 PM BELTZ 211

BILL: SB 389

SHORT TITLE: CORP. CONVERSI ON TO LI M TED LI ABI LI TY CO
SPONSOR(s): LABOR & COMVERCE
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BILL: SB 392
SHORT TI TLE: REGULATORY COMM SSI ON OF ALASKA
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BILL: SB 387
SHORT TI TLE: COMVERCI AL FI SHI NG LOANS FOR QUOTA SHARES
SPONSCOR(s) : RULES BY REQUEST OF THE GOVERNOR

04/ 13/ 04 (S READ THE FI RST TI ME - REFERRALS
04/ 13/ 04 (S) CRA, L&C

04/ 19/ 04 (S) CRA AT 1: 30 PM FAHRENKAMP 203
04/ 19/ 04 (S Moved SB 387 Qut of Committee
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04/ 20/ 04 (S) L&C AT 2: 00 PM BELTZ 211
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Staff to Senat or Cowdery
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POSI TI ON STATEMENT: Supports SB 272.

M. Steven Cleary, Executive Director
Al aska Public Interest Research G oup
Anchor age AK

POSI TI ON STATEMENT: Supports SB 272.
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Ms. Deborah Fink
No address provided
POSI TI ON STATEMENT: Opposes SB 272.

M. Jim Davis, Supervising Attorney
Al aska Legal Services

Anchor age AK

POSI TI ON STATEMENT: Opposes SB 272.

M. Terry Lutz, Chief Financial Institution Exam ner
D vi si on of Banking, Securities and Corporations
Department of Comrunity & Econom c Devel opnent

PO Box 110800
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POSI TI ON STATEMENT: Conmented on SB 272.

M. Chip Wagoner

Al aska Cat hol i c Conference

Juneau AK

POSI TI ON STATEMENT: Commented on SB 272.
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PO Box 110800
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Representative Kevin Meyers

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of HB 428.

Ms. G ndy Cashen

Mot hers Agai nst Drunk Drivers (MADD)
Juneau AK

POSI TI ON STATEMENT: Supports HB 428.

M. OC WMdden, Drector

Human Resources and Loss Prevention, Brown Jug, Inc.
Anchor age AK

POSI TI ON STATEMENT:  Supports HB 428.

M. Dave Lanbert

Fai r banks AK

PCSI TI ON STATEMENT: Supports HB 428.
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Ms. Jessica Paris

MADD Youth in Action Program

Juneau AK
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Depart ment of Law

PO Box 110300

Juneau, AK 99811-0300

POSI TI ON STATEMENT: Comment ed on HB 15.

M. Bob Flint

Harti g & Rhodes

Direct Marketing and Publishers
Anchor age AK

POSI TI ON STATEMENT: QOpposes HB 15.

Ms. Ann Darr

Magazi ne Publishers of Anerica
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POSI TI ON STATEMENT: QOpposes HB 15.
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POSI TI ON STATEMENT: Supports SB 349.

Ms. Kelly DeSieyes

Wnmen's Way M dwi fery

Sol dot na AK

POSI TI ON STATEMENT: Supports SB 349.

Ms. Barbara Norton, co-owner

Geneva Wods Birth Center

Anchor age AK
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PCOSI TI ON STATEMENT: Supports SB 349.
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M. David Jensen, CEO

Al eut Corporation
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Departnent of Comrunity & Econom c Devel opnent
PO Box 110800

Juneau, AK 99811-0800

POSI TI ON STATEMENT: Supports SB 387.

ACTI ON NARRATI VE

TAPE 04-34, SIDE A
"#SB272

SB 272- DEFERRED DEPOSI T ADVANCES ( PAYDAY LOANS)

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 2:04 p.m Present were Senators
Bettye Davis, Ralph Seekins and Chair Con Bunde. Senator Gary
Stevens arrived at 2:05 and Senator Hollis French arrived at
2:10. The first order of business to cone before the conmttee
was SB 272.

SENATOR RALPH SEEKINS noved to adopt CSSB 272(L&C), version /S.
There were no objections and it was so ordered.

MR RI CHARD SCHM TZ, staff to Senator Cowdery, sponsor

expl ained that the original bill had a $1,000 cap on the anpunt
that could be |oaned, which was |owered to $500 in the CS. The
new version allows only two rollovers so a person can't go into
per petual debt. The lender also has to post a bond giving the
Division of Banking closer scrutiny and offer the consunmer a
paynment plan before initiating a legal action to collect on a
default. Dammges a | ender can recover are limted to $700, down
from $1,000 and he can only charge $15 per $100 |oaned. The

original bill allowed for some additional interest. A couple of
other minor changes were made |like raising the NSF fee from $25
to $30, which is an anount that another bill puts in statute.

MR. ED SN FFEN, Departnent of Law, clarified that the fees a
| ender can charge include the $15 per $100 plus a $5 origination
fee. A stylistic change included renoving a problem with third-
party collectors. In the original ver si on, third-party
collectors were required to conply with the paynment plan, which
was problematic because the Division of Banking didn't have
jurisdiction over them The CS requires a paynent plan to be
offered by the lender before taking any other action on a
default. He stood by his previous testinony on other issues in
the bill.
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CHAI R BUNDE noted that the general public seens to think this is
enabling legislation that would create sonething that doesn’t
exist in Alaska now. However, that is not correct. This is
sinply regulating a legal industry that currently exists in
Al aska.

MR. SNI FFEN concurred with that saying that’s why the Departnent
of Law supports it. There is sone room for debate on whether or
not the current formof this industry is legal or not in Al aska,
because of the Small Loan Act and the usury statute structure
that is a little confusing, but pending |egal action m ght
clarify that. This legislation goes a long way in dealing with
the problens in the industry, although it’s not a perfect fix.

MR. STEVE CLEARY, Executive D rector, Al aska Public Interest
Research Group (AKPIRG), said that other states have a sonmewhat
varied track record with payday |oans. Recently, Georgia capped
t he annual percentage rate at 60 percent, whereas this bill has
the rate at approxinmately 470 percent.

So, we've been testifying and trying to show how
dangerous these types of loans are to consuners. In
Ceorgia, they basically shut them down, particularly
around mlitary bases because they were preying on
mlitary famlies who couldn’t afford to get on a
cycle of debt. This bill purports to just be a short-
term fix for consuners, but oftentines what happens is
consuners get on a cycle of debt that they aren’t able
to escape from

The conprom se AKPIRG has cone up with is changing the mninmm
term of the loans from 14 days to 30 days, which would allow
consuners two pay periods to get this | oaned noney back. It also
woul d allow people who are only paid once a nonth a chance to
better repay this |oan. One of the payday |l enders testified that
he gave roughly 26,000 loans in a year to 24,000 different
custoners, nmeaning that nost customers are only choosing one
|l oan per year. |If the amunt of time allocated to these
custoners were doubled, it would have a negligible affect on the
profits of payday |lenders. He urged the commttee to change the
|l ength of the loan term from 14 to 30 days, which would roughly
hal ve the annual percent rate to 200 percent.

M5. DEBORAH FINK, a | ender, said she would answer questions.

CHAIR BUNDE asked for her reaction to extending the loan term
from14 to 30 days.
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M5. FINK replied that would essentially reduce the inconme from
the fees, which would nmeke payday |oans a |oosing proposition
for any of the people who did it. “W would have to double our
custonmer base in order to cover that cost....”

MR JIM DAVIS, Al aska Legal Services, said this is, in effect,
enabling | egislation.

It will nmake legal what is, in effect, illegal, which
is to charge 400 to 1,000 percent interest on
consuners and it's notivated for no other reason
except to termnate the lawsuit pending in front of
the Superior Court here in Anchorage, which will, if
|l eft wundisturbed, lead to a ruling and, in all
probability, that says these kinds of businesses are
violating existing Alaska law.. ..

He pointed out that SB 272 would meke legal an interest in
excess of what the Ganbino crime famly charged on simlar
| oans. OQther purported protections in the bill will not protect
consuners in fact — nonitoring by the Division of Banking, for
one.

W t hout addi ti onal staff, t here wil | be no
nonitoring.... And apparently there are no additional
staff people that are going to be added because there
is no fiscal note to this bill. So, you ll have no
effective nonitoring by the Division of Banking or any
other division of the state. You |l have reans of data
under this bill provided to the D vision of Banking or
to another division of the state, but wthout new
staff to look at these reans of data, it’ll just be in
a box sitting in a warehouse sonepl ace.. ..

CHAIR BUNDE responded that there is a $226,000 fiscal note,
whi ch he asked M. Lutz to address.

SENATOR FRENCH arrived at 2:10 p.m

MR. TERRY LUTZ, Financial Institution Examner, D vision of
Banki ng, Securities and Corporations, Department of Comunity &
Econom ¢ Devel opnent (DCED), said he had a lot to do with the
revenue side of the fiscal note and explained that the
expenditure side was done by Director Mark Davis who antici pated
several hearings initially, which accounts for the contractual
amount of $103,000. Division of Personal Services has to add an
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examner and a clerk. The travel is pretty much self-
expl anat ory.

MR CH P WAGONER, Alaska Catholic Conference, said the nmain
i ssue of whether |oans should be for two weeks or 30 days is
what affect that would have on the consuners, which he thought
was pretty easy to figure out, and what affect it would have on
the industry, which wasn't easy to figure out. Before the bill
| eaves this commttee, he thought it incunbent upon the
committee to get witten facts and figures from the industry as
to what affect it would really have. Wthout that information
he didn't see how the issue could be eval uat ed.

SENATOR BETTYE DAVIS said she wasn't aware that it mght be
illegal to conduct this kind of business in Al aska and wanted to
know if the court would nmake a decision soon. “If that's the
case, why would we want to bother about regulating this if it
turns out to be illegal?”

MR. MARK DAVIS, Director, Division of Banking, Securities and
Cor porations, responded:

These |oans have been nmade for sone tine under a
perceived exenption to the Small Loan Act, which
exenpts, sone people argue, loans up to $500. That's
in litigation. However, the Act also has an exenption
for certain types of other activities such as
pawnbr okers. What we’'re suggesting is the regulation

of this industry, which, | think, wll tend to exist
in one form or another, no matter what the outcone of
the litigation.... In 44 states, the state’ s answer

has been to regul ate them

SENATOR SEEKINS said he didn’t think the Legislature wanted to
elimnate the industry and he I|ooked at this as regulation
rather than enabling legislation. He noved to pass CSSB
272(L&O) , ver si on /'S, from commttee W th i ndi vi dua

reconmendati ons and attached fiscal note.

SENATOR FRENCH obj ect ed because he thought they would be passing
enabling legislation that the state is better off wthout and he
wanted to allow the lawsuit to work its way through the court
system

CHAIR BUNDE asked for the roll. Senators Gary Stevens, Ralph

Seeki ns and Chair Con Bunde voted yea; Senators Bettye Davis and
Hollis French voted nay; and CSSB 272(L&C) noved fromcomittee.
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"#HB428
CSHB 428(JUD)-CIVIL PENALTY: M NORS & ALCOHCL

CHAIR CON BUNDE announced CSHB 428(JUD) to be up for
consi derati on.

REPRESENTATI VE KEVIN MEYER, sponsor, said HB 428 was requested
by Mothers Against Drunk Drivers (MADD) and Brown Jug. It sinply
tries to deter kids from asking adults to buy al cohol for them
and tries to deter adults from buying alcohol for kids. “The way
to do this is to have businesses take civil action against these
people who try to do it.” A business in Anchorage has already
used this technique, nicknanmed ‘Hey, Mster’ on about 100
people. Once a person is notified of a civil action, he is given
a choice of either paying a fine of $1,000 or going to an
educati on program sponsored by MADD and other organizations to
get $700 waived. Most people choose to participate in this
program

He explained that three different groups of people buy alcoho
for mnors - older brothers and sisters, honel ess people and sex
of fenders (who probably have other notives). This bill has
passed the House with no opposition. There was a concern that
busi nesses would be forced to take this type of action, but it
is totally optional. It doesn’'t cost the state or the city
anyt hi ng.

SENATOR HOLLIS FRENCH said he totally agreed with the intent of
the bill and asked what happens to the $1,000 once Brown Jug
gets its mtts on it.

REPRESENTATI VE MEYER answered that Brown Jug’' s testinobny states
that it waives $700 of the fine and keeps $300, if the offender
agrees to go through the alcohol education program The $300
covers their adm nistrative costs.

MR OC MADDEN, Director, Human Resources and Loss Prevention

Brown Jug, Inc., explained that the nunicipal assenbly adopted
this ordinance last year. The civil penalty has been used to
encourage a bunch of youngsters who would not have otherw se
received treatnent to get involved in a treatnent program

W offer a bonus to our enployees to seize fake |Ds

from mnors and mnors who illegally enter |icensed
prem ses and now we are offering a bonus to enpl oyees
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to interrupt these third-party sales where an adult
has purchased al cohol for a minor. W use the $300 to
pay the bonus to the enployee; we waive $700 of the
$1,000 if the mnor wll agree to sign up for
treatment. Virtually all of them have. W are also
able to do the sane thing with the adults who are
purchasi ng al cohol for mnors. W found this to be a
very effective tool and due to some questions we have
from other licensees around the state that are
interested in doing the sane thing, we approached
Representative Meyers with this idea.

SENATOR SEEKI NS asked which statute deals with persons who buy
al cohol for mnors.

REPRESENTATI VE MEYER replied that it falls under AS 4.16. 060.

SENATOR FRENCH asked if the bill goes after the fake IDs or the
Hey, M ster sale.

REPRESENTATIVE MEYER replied that Brown Jug has been very
aggressive in getting fake IDs, but that action falls under a
different bill and a different statute. This bill focuses on the
Hey M ster sal es.

MR DAVE LAMBERT, Fairbanks, said he owns two establishnents and

strongly supported HB 428. He said a simlar bill about mnors
entering prem ses passed a couple of years ago had worked very
well. It gave enployees incentive to go after mnors trying to

purchase. Prior to that, nost enployees didn't care.

SENATOR FRENCH asked how the $1,000 is divvied up when he is
successful in one of these suits.

MR. LAMBERT replied that he has five in the works right now and
has received partial paynment on two of them An enployee
receives $500 for catching his first offender. After that, he
gets $250 for each one - after the noney is collected.

So, all of a sudden the door-people and bartenders are
really paying attention to checking IDs.... A thousand
dollars isn't that much if a mnor conmes into a
prem ses and is served and goes out and gets in a
wreck. A thousand dollars doesn't go very far to cover
our | egal fees.
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SENATOR FRENCH asked if he could assune that the other half of
the noney in the first instance and the other three quarters of
it in the second in the subsequent instances go to him as the
bar - owner .

MR. LAMBERT replied yes, after he collects it. He strongly
supports the training, but he doesn’t think it should be part of
this bill. The city of Fairbanks doesn’t have the noney to go
after small things.

SENATOR SEEKINS asked if paragraph (B) puts a foster parent at
risk for the actions of a 14 or 15 year old who wants himto buy
a si x-pack.

REPRESENTATI VE MEYER replied that he didn't think so, because
it’s currently legal for parents to buy alcohol for their kids
within their own hone and for their own use.

SENATOR SEEKINS clarified that he was wondering about a person
who has | egal custody of an unemanci pated m nor.

REPRESENTATI VE MEYER sai d he didn't know.

M5. CINDY CASHEN, MADD Juneau Chapter, said she 1is also
representing the other three MADD Al aska Chapters in Anchorage,
Mat - Su and Fai rbanks and supported HB 428 because it w |l assist
in the prevention of wunderage drinking. The Al aska Youth Ri sk
Behavior Survey is conducted annually. The |atest one included
42 school s out of 19 districts wth 2,175 conpleted
guestionnaires for grades 9 — 12. According to the survey, 38.7
percent of teenagers claimthey had at |east one drink in the 30
days prior to filling out the survey; alnost 27 percent clained
five or nore drinks within a couple of hours, binge drinking, in
the previous nonth. |In conparison, 29.9 percent of Al askan
adults reported binge drinking one or nore tines in the past
nonth. This bill wll help prevent that by adding a tool to
community policing.

SENATOR GARY STEVENS asked if Anchorage is the only area that
has a programand if MADD would be involved if it were here.

M5. CASHEN replied that’'s true. MADD would be involved in the
communities that wanted to start the program

M5. JESSICA PARIS, MADD Youth In Action Program said as an

opponent of underage drinking, she supports HB 428, because it
proposes a unique, free and proactive way to prevent underage
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drinking and the tragedies associated with it |ike dropping out
of high school, premature sexual activity, car crashes, etc.
“This bill provides the incentives for store owners to get
i nvol ved and hel p prevent these transactions.”

M5. PARIS stated that a $1,000 civil fine is an appropriate
anount because it is enough to inpact either an adult or a
youth. It is conpensation for an otherw se thankless task of
providing extra staff, confronting people in their parking |ot,
sending | egal docunents and risking being taken to court by the
def endant .

M5. SUZANNE CUNNI NGHAM Staff to Representative Myer, explained
that AS 4.16.051 does not prohibit a parent or a guardian or the
| egal spouse of that person from giving alcohol to a mnor. It
doesn’t say legal guardian specifically, but the bill includes
that. She wasn’t sure about the foster parent question.

CHAI R BUNDE noted there was no further testinony and closed the
publ i c heari ng.

SENATOR SEEKI NS noved to pass CSHB 428 (JUD) fromcommttee with
i ndi vi dual recomrendations and attached fiscal note. Senators
Bettye Davis, Hollis French, Ralph Seekins, Gary Stevens and
Chair Con Bunde voted yea; and CSHB 428(JUD) noved out of
committee.

#

A #HB1S
HB 15- SOLI Cl TATI ONS/ CONSUMER PROTECTI ON

CHAI R CON BUNDE announced HB 15 to be up for consideration and
that sone agreenment had been reached between the conpeting
interests that resulted in an anendnent. He noved anmendnent 1
and obj ected for discussion purposes.

23-LS0058\ VA. 1
Craver
AMENDMENT 1

OFFERED | N THE HOUSE BY REPRESENTATI VE FATE
TG CSHB 15(FIN) am
Page 8, lines 14 - 15:
Delete all material.
Insert "[MAGAZINE, PERI CDI CAL,] sound recording or [,] book
through [, OR MEMBERSH P IN] a book or record cl ub”
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Page 8, line 20, following "(11)":
Insert "by a publisher, or a publisher's agent

operati ng

under a witten agreenent between a publisher and the agent, who

is soliciting the sale of a publisher's nagazine if

(A the buyer has the right to review the

nagazi ne and cancel the subscription for the nmgazi ne

within seven days after receipt of the namgazine; a

cancellation request is tinely if the request 1is

nai | ed, properly addressed and postnarked,

post age

prepaid, wthin seven days after receipt

of the

nagazi ne; and

(B) the right of cancellation and refund is

fully disclosed to the buyer before or at the tine the

initial invoice is received by the buyer;

ED

Page 8, line 22:
Delete "(12)"

Insert "(13) [(12)]"

Page 8, line 24:
Delete "(13)"

Insert "(14) [(13)]"

Page 8, |line 26:
Delete "(14)"

Insert "(15) [(14)]"

Page 8, line 29:
Delete "(15)"

Insert "(16) [(15)]"

Page 9, line 5:
Delete "(16)"
Insert "(17) [(16)]"

Page 9, line 6:
Delete "(17)"
Insert "(18) [(17)]"

Page 9, line 11:
Delete "(18)"

Insert "(19) [(18)]"

MR JIM POUND, staff to Representative Hugh Fate,
deferred comments to C ndy Drinkwater and Bob Flint.
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M5. CI NDY DRI NKWATER, Departnent of Law (DOL), explained that
Amendnment 1 is simlar to |anguage that about five other states
have in their telemarketing registration |aws. The reasoning
behind it is that sonme of the scans that are associated wth
magazi ne subscription sales are believed to be perpetrated by
entities that are often considered to be clearing houses or
whol esal ers or sone ot her entity t hat doesn’ t have
responsibility for the ultimate product, but is nostly concerned
with making a quick sale over the tel ephone. Amendnent 1 nakes
an exenption for a publisher, or an agent of his, operating
under a witten agreenent for the sale of that publisher’s
magazine if two conditions apply. The first condition is that
the buyer has the right to review the magazine and cancel the
subscription for it wthin seven days of receipt of the magazi ne
and that the right of cancellation and refund is fully disclosed
to the buyer at the tinme the initial invoice is received or
before. She felt this would address sonme of the issues the
Direct Marketing Association has raised. However, the Consuner
Protection Unit urged an alteration, which would involve two
small  words on Iline 15. It would read, “The right of
cancellation and refund is fully disclosed in witing to the
buyer.” She supported that, because in reality the solicitations
happen and a nonth or two later, the mmgazine arrives and the
consuner mght not renmenber that they were told in a phone
conversation that they had a right to cancel their subscription.

CHAI R BUNDE asked if this notice would cone with the invoice.
V5. DRI NKWATER replied that is correct.

SENATOR SEEKINS noved to anend Amendnent 1 on line 15 after
“di sclose” by adding “in witing”. There were no objections.

SENATOR GARY STEVENS said you get the invoice after getting the
magazi ne and thought that was kind of late to receive the
notice.

M5. DRI NKWATER replied that she would like to see the consuner
receive sonething nmuch closer in tine to the solicitation, but
believed that sonme notice in witing with an opportunity to
cancel is the critical feature.

SENATOR SEEKINS noved to amend Anmendnent 1 for the second tine
on line 12 after “receipt of the nmagazine” by adding “or at the
tinme the initial invoice is received by the buyer, whichever is
| ater”.
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TAPE 04-34, SIDE B

SENATOR FRENCH objected to understand the anendnent and then
wi t hdrew hi s objection.

CHAI R BUNDE announced that there were no further objections to
t he second anmendnent to Amendnent 1.

CHAI R BUNDE asked if there was further discussion on Anmendnent 1
as anended. There were no objections and Anmendnent 1 was
adopt ed.

MR. ROBERT FLINT, Hartig & Rhodes, Direct Marketing Association

said he thought he had an agreenent, but not after the commttee
adopted Anendnent 1. Adding “in witing”, which has been the
consistent position of the Departnment of Law, isn’'t consistent
with industry practices and forbids people to charge the product
on their credit card at the time of the call.

| think we're back to square one. That’s not the way
the business works. W do have in your packets, |
hope, our Freedom of Information Act request that
suggests that there is such a low |evel of conplaints
from 2000 and 1999 that there is no discernible
practice of abuse regarding this.

M5. ANN DARR, Magazi ne Publishers of Anerica, said:

W' re selling a nagazine subscription! Every Anmerican
knows what a magazine is. There's nothing mnysterious
or questionable about it. W have the best review,
return or cancel guarantee in the world. If sonebody
doesn’t want it, we'll credit them or cancel the
billing. If they decide they don't like it after two
nonths or three nonths or six nonths, we’'ll cancel al

unmai led issues. It’s making it too conplicated to
sell a sinple nmgazine subscription. W offer many
wonderful things to Anericans through nmagazines. W
offer information about retirenent, financial issues,
information for elderly persons, entertainment for

chil dren, educat i onal articles, articles about
history.... So, we don't feel there 1is anything
nysterious about selling a nagazine subscription, that
there is anything the consunmer is confused about. |If

they say they want it, we believe we should be able to
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consider it sold with their ability to cancel and not
have to confirmit in witing.

CHAI R BUNDE asked, “Even if that confirmation cones with the
i nvoi ce?”

M5. DARR answered, “They don’'t always get an invoice. If they
have given us their credit card and that’s how they want to pay
for it, they're not going to get an invoice.”

CHAI R BUNDE asked M. Pound if he cared to comment on the deal
t hat was broken.

MR, POUND replied that the “in witing” issue is the one that
Ms. Drinkwater and M. Flint were consistently arguing,
primarily because according to the Direct Mrketing Association

nost of these deals are done wth credit cards over the
tel ephone. Requiring “in witing” would make it inpossible to
make credit card sal es over the phone.

CHAIR BUNDE asked M. Drinkwater how nmany conplaints are
regi stered yearly about nagazi ne scans.

V5. DRI NKWATER answered there were five conplaints in 2003 about
magazi ne scans, which may not seem |ike a huge nunber, but the
quality of the conplaint is what she considers. These were
conplaints from senior citizens who are on a limted income who
had gone to great lengths to try to cancel their nagazine
subscriptions and were sinply unable to cancel or were unable to
get through to a live person at the 800 nunber they were given

She did not want to change any of the other 17 exenptions that
exist in the current statute.

SENATOR SEEKI NS noved to pass SCS CSHB 15(L&C)am from conm ttee
with the attached fiscal note and individual recomendations.
Senators Hollis French, Gary Stevens, Ralph Seekins, Bettye
Davis and Chair Con Bunde voted yea; and SCS CSHB 15(L&C)am
noved from conmttee.

#

"#SB349
SB 349- M DW FERY BI RTH CENTER LI CENSI NG

CHAI R CON BUNDE announced SB 349 to be up for consideration.

M5. MYRA PUGH, staff to Senator Bettye Davis, sponsor, explained
that currently there are six birth centers in Al aska; five nore
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are registered and one is licensed. The owners, who are
certified direct entry and certified nurse m dw ves, unaninously
concluded they need to have one license standard for all birth
centers.

CHAIR BUNDE asked if in other enterprises that involve the
Division of Licensing, the licensees have to bear the cost of
licensing and if that was the case now.

M5. PUGH replied that is the case, but wanted the departnent to
verify that.

M5. JUDY DAVIDSON, owner and operator, Mat-Su Mdw fery, said
she does over 100 births per year.

W feel this bill is very appropriate in that it would
| icense us for doing what |icensed care providers are
already doing. W would prefer to be licensed rather
than registered and [to] adhere to a single standard.

M5. KATHRYN PI ATT, owner, Frontier Mdw fery, said she serves a
| arge section of outlying conmmunities and agreed that having one
licensed birth center is a good idea so that the standard of
care is consistent all over the state.

SENATOR GARY STEVENS asked how many births per year happen at
her facility.

M5. PIATT replied about 25, but another birth center in Sol dotna
does that many, as well.

MS. KELLY DESIEYES, Wnen's Wy Mdwifery, said having a
consistent standard would not only help the birth centers, but
also the famlies they serve. She supported SB 349.

M5. BARBARA NORTON, Geneva Wods Birth Center, supported SB 349
for the reasons previously stated.

M5. DANA BROWN, Fairbanks, said she is the director of a non-
profit birth center that also serves outlying Bush comunities
in the Interior and that she supported SB 349. Licensing wll
nmake a better standard for birth centers throughout the state
and will continue to advance mdw fery, which the public really
want s.

M5. KAY KANNE, Executive Director, Juneau Famly Birth Center,
said she sat on the board of Certified Direct Entry M dw ves
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fromits inception in 1992 until 2000. She is also the volunteer
| obbyi st for the Mdw ves Association of Alaska. She gave the
commttee background on how two kinds of birth centers cane
about in Alaska — registered and |icensed.

Thi s happened back in 1992 when we passed our original
|l egislation to create a board of Certified Direct
Entry Mdw ves for licensure. W also went back to the
Health and Soci al Services law and changed the
line...where it said, ‘The conmm ssioner shall adopt
regul ations for the registration of lay mdwifery in

the State of Alaska.” Wll, we no |onger needed that
because we were going to be licensed by the Division
of QGccupational Licensing. So, we changed that line to

address one of our other concerns, which was the fact
that the birth center regulations at the time stated
that only a physician or a nurse mdw fe could attend
births in a birth center. So, basically we changed the
line to say ‘the registration of birth centers’ and

then we changed the wording to say that ‘The
conmm ssioner shall not require that a physician or
nurse mdwife be present at a birth’', accidentally
| eaving the word ‘registered” in instead of changing
it to ‘licensed’. W didn't notice that until we went
back after the |law was passed and the Departnent said,
‘“Ch, we can’t change these regulations for 1|icensed

birth centers. Wat you ve done is create a whole
different kind of birth center. So, that’s how it
happened in 1992. It was never intended....

CHAI R BUNDE asked if anyone opposes this bill. Someone indicated
no.

SENATOR FRENCH noved to pass SB 349 from commttee wth
i ndi vi dual recomrendati ons and attached fi scal note.

CHAIR BUNDE objected only to get clarification that the
registration will in deed be handled |ike other 1licensing and
actually pay for itself. He asked for the roll. Senators Ralph
Seekins, Hollis French, Gary Stevens, Bettye Davis and Chair Con
Bunde voted yea; and SB 349 noved fromcomittee.

#

"#SB389
SB 389- CORP. CONVERSI ON TO LIM TED LI ABILITY CO.
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CHAI R CON BUNDE announced SB 389 to be up for consideration. He
said this is a housekeepi ng neasure and was requested by several
Al aska regional Native corporations and amends existing law to
allow an Alaskan corporation that is a subsidiary to be
converted into a limted liability conpany. Many states already
all ow this.

MR. MARK HI CKEY, Aleut Corporation, thanked the commttee for
sponsoring the bill and hearing it pronptly. He concurred wth
the chair’s summary of the bill. Current definition in state |aw
sets out which business entities may convert to the status of
limted liability conmpany (LLC) and corporations are not on that
list. SB 389 includes subsidiary corporations only so there are
no tax consequences to the state.

MR. HICKEY said it is possible for Al eut Corporation to convert
now, but it would have to dissolve and reform a limted
liability conpany. The problem this presents is that a nunber of
its subsidiaries have 8A minority business contractors under the
federal contracting process. One of them has 15 such individua
contracts. To dissolve the corporation, he would have to go back
to the governnent agencies on each contract and get a new one
put in place and then go back to the Snall Busi ness
Adm ni stration and get those approved.

This change in law wll allow us to make the sinple
conversion w thout having to go through that
cunbersone process. The basic advantage for wus in
terms of being able to shift to an LLC is it’s cheaper
to operate, we have fewer rules that apply, no need
for a board structure in cases of pursuing financing,
a |lesser standard in terns of financial statenments and
the audit requirenents.

| would just like to point out on page 2 — it’'s really
the operative |anguage — we have structured it pretty
carefully. It is only to a subsidiary and goes on to
say ‘owned directly or indirectly’. The only reason
for the indirect part is we have, in sone cases,
subsidiaries that are owned by another subsidiary of
our entity or at least in part by another subsidiary.
So, we want to be broad enough to cover that case
Then it goes on to say ‘owned by one or nore parent
corporations’. There are sone, but not many, entities
that are jointly owned between two corporations and
this would allow those, as well, to becone LLCs, but
even in that case, the tax consequence would remain
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neutral. The parent would have the obligation for the
tax obligation that had been with the prior
subsidi ary.

CHAIR BUNDE asked if he was aware of any opposition to this
bill.

MR. HI CKEY replied that he wasn’t aware of any.

MR. DAVID JENSEN, CEO Al eut Corporation, said his corporation
originally created C corporations, one of which is out of state,
prior to legislation that authorized incorporation of the LLGCs.

To restructure Aleut Corporation for streamining
purposes, we need to neke all of our wholly owned
subsidi ari es al | LLCs for managemnent reasons,
governance and so on. It makes sense for us
internally. Externally, there are no tax inplications
to the state or, for that mtter, to the federal
governnment either since we consolidate all of our
i ncone tax returns annually anyway.

SENATOR GARY STEVENS asked if he would have to conpletely
di sorgani ze and reformand get a | ot of approval for contracts.

MR. JENSEN said yes and added that another alternative would be
to nove the corporation from Alaska and put it in Colorado or
sonme other state where it can be done easily, another |engthy
process.

SENATOR SEEKINS asked why SB 389 doesn’'t allow just any
corporation to convert.

MR. JENSEN replied that has been proposed, but it raises tax
consequences and the subsidiary |language clearly doesn’t create
t hat problem

SENATOR HOLLI S FRENCH asked why there are no tax consequences to
this nove.

MR. HI CKEY expl ained that current subsidiaries either have a tax
obligation on their own or, in many cases, they are consolidated
wth the parent. If they are an LLC and a subsidiary, the tax
obl i gati on passes up to the parent.

SENATOR GARY STEVENS noved to pass SB 389 from conmttee wth
i ndi vi dual recomendations and attached zero fiscal not e.
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Senator Bettye Davis, Gary Stevens, Ral ph Seekins and Chair Con
Bunde vote yea; and SB 389 noved from committee.
#

"#SB392
SB 392- REGULATORY COWM SSI ON OF ALASKA

CHAI R CON BUNDE announced SB 392 to be up for consideration and
said that it was requested by the adm nistration.

MVR. DANI EL  PATRI CK, Seni or Assi st ant Attorney Ceneral,
Regul atory Affairs, Departnent of Law (DOL), said the need for
this bill arises as a result of last year’s Executive Oder 111,
which transferred the responsibility for advocacy on behalf of
the public in utility matters from the Regul atory Conmm ssion of
Al aska (RCA) to the Attorney Ceneral’s Ofice. That has already

occurred. SB 392 is essentially a conplinent to that bill. The
RCA personnel who were responsible for that advocacy now act
under the direction of the DOL. This bill would conplete that

transfer of control by expressly providing four aspects of its
execution. They are:

1. The bill would clarify that regulatory cost charge
recei pts, not general funds, wll continue to pay of the
costs of public advocacy, but now admnistered by the
Department of Law - just as those off-budget receipts

historically paid for the advocacy costs when the function
was performed within the RCA

2. The bill nodifies the regulatory cost charge ceiling and
creates two distinct budget conmponents — one for the RCA
and one for the DOL public advocacy function in order to
provide each entity wth budgetary independence from the
other. The purpose for that is that the RCA in its
context, functions as the adjudicator and the Departnent of
Law, as the public advocate, wll be an advocate before
them as a party and it’s inportant that there be
i ndependence between the two as in any judicial or quasi-
judicial setting.

3. The bill provides the Departnment of Law with qualified
access to wutility or pipeline carrier records, again
simlar to that that was afforded the RCA's former public
advocacy staff in order to maintain efficient econom cal
access to information.

4. Finally, the bill clarifies that state agencies are exenpt
from paying the allocated costs of RCA proceedings to which
the state agency is a party, because there is no net fiscal
benefit in the current arrangenment. You have one state
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agency, that fromtinme to tine and unexpectedly, may cost-
allocate to another state agency and then that state
agency, whether it’s the state as the state or the
Departnent of Law public advocate, wuld come to the
Legislature to get a supplenental to pay those costs. So,
it wuld elimnate that exercise.

MR. PATRI CK sunmarized that the bill conpletes the consolidation
of the public advocacy function wthin the DOL and gives that
function budgetary independence for the RCA. It provides the
advocate with qualified access to records and it elimnates the
i nefficiency by exenpting key agencies from paying RCA all ocated
costs.

MR. PAT LUBY, Advocacy Director, AARP, said it has 76,000
menbers in Al aska, all of whom consune utilities. He said:

All too often the RCA is perceived as a referee
bet ween conpeting utilities as they battle for market
share. From AARP's perspective, the RCA is our voice,
our watchdog, our public advocate in the wutility
mar ket pl ace.

Now that the responsibilities for public advocacy have
been shifted to the Attorney General’s Ofice, we know
that the budget will always be |limted. The cost of
representing the public on utility issues should not
have to be weighed in conparison with other inportant
functions in the AGs office. If the issues before the
RCA do not, in effect, cost the Attorney General sone
of his limted budget, he would be nore confortable
allowwng his staff to proceed as necessary and
appropriate knowng the utilities will be picking up
the cost. This is as it should be. AARP famlies need
the RCA, we need themto have the budget and the staff
to do the investigations necessary for all wutility
i ssues and we encourage your support of SB 392.

SENATOR STEVENS noved to pass SB 392 from committee wth
i ndi vi dual recommendations and attached fiscal note. There were
no objections and it was so ordered.

#

"#SB387
SB 387- COWERCI AL _FI SHI NG LOANS FOR QUOTA SHARES

CHAI R CON BUNDE announced SB 387 to be up for consideration.
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MR. GREG WNEGAR, Director, Division of Investnents, Departnent
of Community & Econom c Devel opnent (DCED), said he appreciated
the conmttee hearing this bill. It is straightforward and is a
very small change to the Commercial Fishing Revol ving Loan Fund.

It allows a new type of quota shareowner to qualify
for loans, which are called community quota entities.
These entities are being created as a result of
changes the National Marine Fisheries Service (NWS)
is making in the quota share program Essentially, 42
smaller @lf communities wll be able to form non-
profit corporations, go out in the nmarketplace and
purchase quota shares and | ease them back to citizens
Wi thin those particular comunities. The goal is to
try to inprove the economc viability of these
communities through | ocal ownership of fishing
privileges. The new federal rule is expected to take
pl ace sonetinme in May. It’s not in effect yet.

MR. WNEGAR said this would be a very small change to the |oan
program and that he can already do this for individuals. The
| oan criteria, such as interest rates and down paynents, would
be the sane.

There is plenty of funding. This fund is self-
sufficient and hasn’t had any general funds for many
years....It will bring the loan program in line wth
what NVFS is doing with the quota share program It is
consi st ent with the mssion of the  Conmerci al
Revol ving Loan Fund and, nost inportantly, it is going
to provide these |oans to comunities with a tool they
can use to try and generate sonme economic activity.
Many of them have lost a lot of quota share since
i nception of the programin 1995.

SENATOR GARY STEVENS said he heard about this program in another
commttee and thinks it’'s an excellent idea. It nakes the
smaller comrunities nore economcally viable and doesn’'t force
anyone to sell permts.

MR. W NEGAR acknow edged that those are two good points.

CHAI R BUNDE said he was distributing testinony in support of SB
392 to the commttee from Don Beaner and Gordon Jackson.
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SENATOR GARY STEVENS noved to pass SB 392 from committee wth
attached fiscal note and individual reconmendations. Senators
Ral ph Seekins, Gary Stevens and Chair Con Bunde voted yea; and
SB 392 noved from conm ttee.

#

SENATOR SEEKI NS noved to forward all the names of the confirnees
to the full body. There were no objections and it was so
ordered. There being no further business to cone before the
commttee, adjourned the neeting at 3:30 p. m
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