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Representative Les Gara
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COW TTEE CALENDAR

HOUSE BI LL NO 183

"An Act relating to the use of canpaign contributions for shared
canpaign activity expenses and to reinbursenent of those
expenses. "

- MOVED CSHB 183(JUD) QUT OF COW TTEE

HOUSE Bl LL NO. 260

"An Act relating to purchase and possession of cigarettes or
tobacco products by a person under 19 years of age, to |icenses
for persons engaged in activities involving tobacco products, to
taxes on cigarettes and tobacco products, and to the anount of
the bond required to stay execution of a judgnent in civil
litigation involving a signatory, a successor of a signatory, or
an affiliate of a signatory to the tobacco product Master
Settl ement Agreenent during an appeal; anmending Rules 204, 205,
and 603, Al aska Rules of Appellate Procedure; and providing for
an effective date."

- MOVED CSHB 260(JUD) QUT OF COW TTEE

SPONSCR SUBSTI TUTE FOR HOUSE BILL NO 53

"An Act relating to child-in-need-of-aid proceedings; anending
the construction of statutes pertaining to children in need of
aid; relating to a duty and standard of care for services to
children and famlies, to the confidentiality of investigations,
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court hearings, and public agency records and information in
child-in-need-of-aid matters and <certain child protection
matters, to immunity regarding disclosure of information in
child-in- need-of-aid matters and certain child protection
matters, to the retention of certain privileges of a parent in a
rel i nqui shnment and termnation of a parent and child
relationship proceeding, to eligibility for permanent fund
di vidends for certain children in the custody of the state, and
to juvenil e delinquency proceedings and placenents; establishing
a right to a trial by jury in termnation of parental rights
proceedi ngs; reestablishing and relating to state citizens

review panels for certain child protection and custody matters;
anending the duty to disclose information pertaining to a child
in need of aid; authorizing additional fam |y nmenbers to consent
to disclosure of confidential or privileged information about
children and famlies involved with children's services within
the Departnent of Health and Social Services to officials for
review or use in official capacities; relating to reports of
harm and to adoptions and foster care; nmandating reporting of
the nedication of children in state custody; prescribing the
rights of grandparents related to child-in-need-of-aid cases and
establishing a grandparent priority for adoption in certain
child-in-need-of-aid cases; nodifying adoption and placenent
procedures in certain child-in-need-of-aid cases; anending
treatment service requirenents for parents involved in child-in-
need-of -aid proceedings; anmending Rules 9 and 13, Al aska
Adoption Rules; anmending Rules 3, 18, and 22, Alaska Child in
Need of Aid Rules of Procedure; and providing for an effective
date."

- MOVED CSSSHB 53(JUD) OUT OF COMM TTEE

HOUSE BI LL NO 257

"An Act relating to a procurenent and electronic conmerce tools
program for state departnents and instrunentalities of the
state; and providing for an effective date.”

- HEARD AND HELD

SPONSOR SUBSTI TUTE FOR HOUSE BI LL NO. 133

"An Act relating to incorporation of boroughs and to regul ations
of the Local Boundary Comm ssion to provide standards and
pr ocedur es for muni ci pal i ncor porati on, reclassification,
di ssol uti on, and certain rmunici pal boundary changes; and
providing for an effective date."

- BILL HEARI NG POSTPONED TO 4/ 18/ 05
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PREVI QUS COW TTEE ACTI ON

BILL: HB 183
SHORT TI TLE: CAMPAI GN FI NANCE: SHARED EXPENSES
SPONSCR( S) : REPRESENTATI VE(S) HAWKER

02/ 28/ 05 (H READ THE FI RST TI ME - REFERRALS
02/ 28/ 05 (H STA, JUD

03/ 29/ 05 (H STA AT 8: 00 AM CAPI TOL 106

03/ 29/ 05 (H Moved CSHB 183( STA) Qut of Conmittee
03/ 29/ 05 (H M NUTE( STA)

03/ 30/ 05 (H STA RPT CS(STA) 2DP 2NR

03/ 30/ 05 (H DP: ELKI NS, SEATON

03/ 30/ 05 (H) NR. GARDNER, RAMRAS

04/ 06/ 05 (H JUD AT 1:00 PM CAPI TOL 120

04/ 06/ 05 (H) <Bi || Hearing Postponed>

04/ 13/ 05 (H) JUD AT 1: 00 PM CAPI TOL 120

BILL: HB 260
SHORT TITLE: TOBACCO. BONDS; TAX; POSSESSI ON BY M NORS
SPONSOR(S):  FI NANCE

04/ 07/ 05 (H READ THE FIRST TIME - REFERRALS
04/ 07/ 05 (H JUD, FIN

04/ 13/ 05 (H) JUD AT 1: 00 PM CAPI TOL 120
BILL: HB 53

SHORT TI TLE: CHI LDREN I N NEED OF Al DY REVI EW PANELS
SPONSCR( S) : REPRESENTATI VE(S) COGHI LL

01/ 10/ 05 (H PREFI LE RELEASED 1/ 7/ 05

01/ 10/ 05 (H READ THE FI RST TI ME - REFERRALS
01/ 10/ 05 (H) HES, JUD, FIN

03/ 02/ 05 (H SPONSCR SUBSTI TUTE | NTRODUCED
03/ 02/ 05 (H READ THE FI RST TI ME - REFERRALS
03/ 02/ 05 (H) HES, JUD, FIN

03/ 15/ 05 (H HES AT 3: 00 PM CAPI TOL 106

03/ 15/ 05 (H Heard & Held

03/ 15/ 05 (H M NUTE( HES)

03/ 22/ 05 (H HES AT 3: 00 PM CAPI TOL 106

03/ 22/ 05 (H) <subcommi ttee neeting>

03/ 31/ 05 (H HES AT 3: 00 PM CAPI TOL 106

03/ 31/ 05 (H Moved CSSSHB 53(HES) Qut of Committee
03/ 31/ 05 (H M NUTE( HES)

04/ 04/ 05 (H HES RPT CS(HES) NT 5DP
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04/ 04/ 05 (H DP: ANDERSON, KOHRI NG MCGU RE, SEATON,
W LSON

04/ 11/ 05 (H) JUD AT 1:00 PM CAPI TOL 120

04/ 11/ 05 (H <Bill Hearing Rescheduled to 4/12>

04/ 12/ 05 (H) JUD AT 8:00 AM CAPI TOL 120

04/ 12/ 05 (H) Heard & Hel d

04/ 12/ 05 (H) M NUTE( JUD)

04/ 13/ 05 (H) JUD AT 1:00 PM CAPI TOL 120

BILL: HB 257
SHORT TITLE: STATE PROCUREMENT ELECTRONI C TOOLS
SPONSOR(S) :  JUDI Cl ARY

04/ 06/ 05 (H READ THE FI RST TI ME - REFERRALS
04/ 06/ 05 (H) JUD, FIN

04/ 11/ 05 (H JUD AT 1:00 PM CAPI TOL 120

04/ 11/ 05 (H) <Bi || Hearing Rescheduled to 4/13>
04/ 13/ 05 (H) JUD AT 1: 00 PM CAPI TOL 120

W TNESS REG STER

REPRESENTATI VE M KE HAWKER

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Sponsor of HB 183.

BROOKE M LES, Executive Director

Al aska Public Ofices Comm ssion (APCC)

Department of Adm nistration (DOA)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided coments and responded to
questions during discussion of HB 183.

REPRESENTATI VE KEVI N MEYER

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: As chair of the House Finance Commttee,
sponsor of HB 260, ©presented the bill and responded to
guesti ons.

M CHAEL PATTERSOQN, President

Lucky Raven, Inc.

Sol dot na, Al aska

POSI TI ON  STATEMENT: Provi ded comrents during discussion of
HB 260.

DALE FOX, Executive Director
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Al aska Cabaret Hotel Restaurant & Retailer's Association (Al aska

CHARR)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided comrents during discussion of
HB 260.

PETE ROBERTS

Honer, Al aska

POSI TI ON  STATEMENT: Provided comrents during discussion of
HB 260.

JAMES N. GARDNER, Attorney at Law

Gardner & Gardner, P.C

Portl and, Oregon

POSI TI ON  STATEMENT: During discussion of HB 260, provided
coorments on behalf of Philip Mrris USA and responded to
guesti ons.

JOHANNA BALES, Excise Audit Manager

Central office

Tax Division

Depart ment of Revenue (DOR)

Anchor age, Al aska

POSI TI ON  STATEMENT: Testified in support of HB 260, and
responded to a question regarding a proposed anendnent.

DAVI D PARI SH, Lobbyi st

for the American Heart Association (AHA)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provi ded comrents during discussion of
HB 260, and responded to a question.

M KE ELERDI NG, Presi dent

Nort hern Sal es Conpany of Al aska, Inc.

Juneau, Al aska

POSI TI ON STATEMENT:  During discussion of HB 260, responded to a
question and suggested, via witten remarks provided to the
commttee, a change to current statute.

CHRI STOPHER C. POAG, Assi stant Attorney General

Commerci al / Fai r Busi ness Section

Cvil Division (Juneau)

Department of Law (DQL)

Juneau, Al aska

POSI TI ON STATEMENT: During discussion of HB 260, responded to
questions regardi ng proposed anmendnents.
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SUZANNE CUNNI NGHAM St af f

to Representative Kevin Myer

House Fi nance Conmittee

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: During discussion of HB 260, provided an
expl anation of proposed Amendnent 5 on behalf of the House
Fi nance Committee, sponsor.

RYNNI EVA MOSS, St aff

to Representative Coghill

Al aska State Legislature

POSI TI ON  STATEMENT: Presented the proposed CS for SSHB 53,
Version P, on behalf of Representative Coghill, sponsor.

JOHN McKAY

Anchorage Daily News

Anchor age, Al aska

POSI TI ON  STATEMENT: Provi ded comrents during discussion of
SSHB 53 and suggested a change.

CHERYL TRAI L

Li ncol n, Nebraska

POSI TI ON STATEMENT: During discussion of SSHB 53, shared her
personal experiences with adoption procedures and the Departnment
of Health and Soci al Services (DHSS).

JAN RUTHERDALE, Assistant Attorney Ceneral

Human Servi ces Section

Cvil Division (Juneau)

Department of Law (DQL)

Juneau, Al aska

POSI TI ON  STATEMENT: Provi ded comrents during discussion of
SSHB 53.

TAMMY SANDOVAL, Acting Deputy Conm ssioner

Ofice of Children's Services (OCS)

Department of Health and Social Services (DHSS)

Juneau, Al aska

POSI TI ON  STATEMENT: During discussion of SSHB 53, provided
comments and responded to questions.

VERN JONES, Chief Procurenent O ficer
Central Ofice

Di vision of General Services (DGS)
Departnent of Adm nistration (DOA)
Juneau, Al aska
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POSI TI ON  STATEMENT: During discussion of HB 257, provided
comments, reconmended changes, and responded to questi ons.

BRUCE LUDW G Busi ness Manager

Al aska Public Enployees Association/Arerican Federation of
Teachers (APEA/ AFT);

Secretary/ Treasurer

Al aska State

American Federation of Labor and Congress of Industrial
Organi zations (AFL-CI O

Juneau, Al aska

POSI TI ON  STATEMENT: During discussion of HB 257, provided
comments and asked that the bill be held over.

JI M DUNCAN, Busi ness Manager

Al aska State Enpl oyees Associ ati on ( ASEA)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 257 and asked
that the bill be held over.

BEN M LAM

Pal ner, Al aska

POSI TI ON STATEMENT: H s testinony regarding HB 257 was read by
Ken Brown.

BARRY JACKSON, Procurenent Analyst; Project Manager; Programrer
Anal yst

Resource Data, Inc. (RD)

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
257.

ACTI ON NARRATI VE

CHAIR LESIL MGIRE called the House Judiciary Standing

Commttee neeting to order at 1:11:56 PM Represent ati ves
McGQuire, Dahlstrom Guenberg, and Gara were present at the call
to order. Representatives Anderson, Coghill, and Kott arrived

as the meeting was in progress.

HB 183 - CAMPAI GN FI NANCE: SHARED EXPENSES

1: 12: 47 PM
CHAIR Mc@UJ RE announced that the first order of business would

be HOUSE BILL NO 183, "An Act relating to the use of canpaign
contributions for shared canpaign activity expenses and to
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rei mbursenent of those expenses.” [Before the conmmttee was
CSHB 183( STA). ]

REPRESENTATI VE M KE HAWKER, Al aska State Legislature, sponsor,
relayed that while Al aska has sone of the strongest canpaign
finance laws in the nation, there is an anbiguity regarding, for
exanpl e, two candidates participating in the same activity, such
as a fundraiser, in which one candidate wites the check for the
caterer and the other candidate reinburses hinfher. Thi s
| egi slation inserts |anguage specifying that one candidate may
rei nburse another candidate for shared canpaign expenses, as
| ong as the reinbursenment occurs within three working days after
the original expense is paid. He highlighted that the min
intent is to shift the burden for conpliance with camnpaign |aws
fromvendors to candi dates.

CHAIR MGURE inquired as to the rationale for the three-day
requi renent.

REPRESENTATI VE HAVWKER rel ayed that he wanted there to be a tight
wi ndow, and after extensive discussion in the House State
Affairs Standing Commttee, reinbursement within three working
days was deened a reasonable I ength of tine.

1:15: 46 PM

REPRESENTATI VE GARA said that he would |like to include |anguage
in HB 183 to allow one [candidate] to provide another
[ candi date] with his/her fundraising list.

REPRESENTATI VE HAVWKER indicated that his only reservation wth
regard to adding such language is that he is not famliar with
[current |aw] on that issue.

REPRESENTATI VE GARA suggested that the conmttee could either
address this now with a conceptual anendnent or [a conmittee
substitute] could be drafted before the legislation gets to the
House fl oor.

CHAIR McGUI RE suggested instead that the commttee nove HB 183
out of conmttee today and then draft appropriate |anguage with
hel p fromthe Al aska Public Ofices Comm ssion (APOCC). She said
that she would agree to help obtain support for [Representative
Gara's] suggested change.
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REPRESENTATI VE HAWKER said he would be wlling to co-sponsor
[ such an amendnent] on the House floor or in the House Rules
St andi ng Conmi ttee.

1:18: 48 PM

REPRESENTATI VE GRUENBERG opi ned that the requirenent to repay a
candidate within three working days could be too short for
candidates from the Bush who have a fundraiser in Anchorage.
Therefore, he asked whether the sponsor would view changi ng that
requirenent to a week as a friendly anmendnent.

REPRESENTATI VE HAWKER i ndicated his preference for having the
shortest, tightest tine period possible.

REPRESENTATI VE GRUENBERG reiterated the potential problens those
in the Bush could face with the three-day requirenent.

REPRESENTATI VE GRUENBERG nmade a notion to adopt Anendnent 1, to

delete "three working days” from page 2, line 18, and insert
"five working days". There being no objection, Amendnent 1 was
adopt ed.

1:20: 47 PM

REPRESENTATI VE HAVWKER, in response to conments, specified that
the intent of HB 183 is to nerely cleanup areas of the canpaign
finance laws that are universally supported by both Republicans
and Denocrats.

1:22: 17 PM

BROOKE M LES, Executive Director, Al aska Public Ofices
Comm ssion (APOCC), Departnment of Adm nistration (DOA), inforned
the commttee that the APOCC has reviewed HB 183 and didn't
believe there would [be an issue] with the repaynent happening
Wi thin three working days. However, changing it to five working
days or one working day mght be cause concern because of the
possibility of the well-funded candidate virtually supporting
the non-funded [candi date] pending the outcone of t he
fundrai si ng event. Furthernore, there may be sone confusion if
the repaynent crosses reporting periods. Ms. M1l es opined that
the APOCC would favor the shorter time period. However, if the
commttee believes additional time is necessary, the APCC w ||
adm ni ster whatever the | aw specifies.
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M5. MLES, in response to earlier comments, noted that the |aw
does permt candidates to meke contributions to the party for
events. Wth regard to Representative Gara's request regarding
the sharing of fundraising lists, Ms. Mles pointed out that
there is sone value to those lists, but characterized that val ue

as de mnims. Ms. Mles concluded by saying that these
af orenenti oned issues are matters of policy and thus the APCC
wi || support whatever |aws the |egislature.

1:25:12 PM

REPRESENTATI VE GRUENBERG sai d he doesn't see that there would be
a problem changing the repaynent tine period fromthree days to
five days.

REPRESENTATI VE DAHLSTROM noting Ms. Mles's conments on the
i ssue, noved that the conmittee rescind its action in adopting
Amendnent 1.

REPRESENTATI VE  GRUENBERG offered changi ng t he t hr ee- day
requirenent to a five-day requirenent within a reporting period.
He relayed his understanding that Ms. Mles's concern was in
regard to the disclosures being reported wthin the sane
[reporting] period.

M5. MLES said such [language] would conpletely address her
concern.

CHAIR McGQURE inquired as to how the individual [candi date]
woul d know [when a reporting period change].

REPRESENTATI VE GRUENBERG of fered hi s bel i ef t hat t hat
informati on would be shared between candi dates who know their
reporting periods.

REPRESENTATI VE HAWKER opined that there is little to no
di fference between three days overlapping the end of a reporting
period and five days overlapping the end of a reporting period.
He relayed his wunderstanding that the current statute is
intended to prevent one candidate from nmaking a |loan to another,
and so if statute authorizes the reinbursement of a shared
canpai gn expense, the [date] specified on the canpaign
di scl osure form woul d apply.

1: 27: 43 PM
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REPRESENTATI VE GRUENBERG offered his understanding that a
candidate who has been reinbursed would show receipt of the
check, otherwise it would appear to be a loan and need to be
reported.

REPRESENTATI VE GARA explained that technically, if a candidate
receives sonething and pays for it three days later, the
candi date's books would have to refer to those [funds] as a | oan
or a contribution during that period. Therefore, he suggested
that the legislation specify that as long as [the candi date]
pays for [the shared expenses] wthin [a certain period of]
days, then it doesn't have to be reported as sonething else in
t he neanti ne.

REPRESENTATI VE HAWKER specified that the trigger nmechanism is
when one candidate wites a check and gives cash [to another
candi dat e] . He opined that [Representative Gara's suggestion]
adds an wunnecessary level of conplication. Until a check is
actually witten, both candidates could decide to split the
paynent .

CHAIR McGQUIRE clarified that there is no intention for there to
be any additional reporting than there [currently is]. She
i ndicated her agreenent that the three-day requirenent nay be
difficult for those in the Bush and thus the change to a five-
day requi renent nmakes sense.

REPRESENTATI VE DAHLSTROM wi t hdr ew her noti on.

M5. MLES, in response to a question, reiterated that if the
[ conpensation is received] during the sane reporting period, it
woul d be fine; however, if one candidate owes another for costs
paid in advance of a shared fundraising event and the reporting
period is closed, then the other candidate would need to show it
as a debt.

CHAIR MGU RE surm sed that what Ms. Mles is describing is no
different than if the candidate owed it to the vendor and there
were no shared expenses.

MS. M LES agr eed.

1:31:.35 PM

REPRESENTATI VE DAHLSTROM nobved to report CSHB 183(STA), as

anmended, out of commttee wth individual recommendations and
t he acconpanying fiscal notes. There being no objection, CSHB
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183(JUD) was reported from the House Judiciary Standing
Commi ttee.

HB 260 - TOBACCO BONDS; TAX; POSSESSI ON BY M NORS

1: 31: 51 PM

CHAI R Mc@GU RE announced that the next order of business would be
HOUSE BILL NO. 260, "An Act relating to purchase and possession
of cigarettes or tobacco products by a person under 19 years of
age, to licenses for persons engaged in activities involving
tobacco products, to taxes on cigarettes and tobacco products,
and to the anmount of the bond required to stay execution of a
judgnment in civil litigation involving a signatory, a successor
of a signatory, or an affiliate of a signatory to the tobacco
product Master Settlenent Agreenment during an appeal; anmending
Rul es 204, 205, and 603, Alaska Rules of Appellate Procedure;
and providing for an effective date.”

REPRESENTATI VE KEVIN MEYER, Al aska State Legislature, as chair
of the House Finance Conmttee, sponsor, presented HB 260. He
said that HB 260 addresses the issues of tobacco taxation,
possession and purchase of tobacco products by mnors, and
limts on the supersedeas bond that signatories of the Master
Settl ement Agreenment (MSA) nust post to stay an execution of
judgnent in civil tobacco-related litigation. He said his main
goal in carrying the bill is to further the efforts being made
to prevent children from starting to snoke in the first place.
Studies indicate that if a person doesn't start snoking before
the age of 19, there is a 90 percent chance that he/she wll
never start snoking. The bill increases the tax on "snokel ess”
t obacco products from 75 percent to 100 percent of the whol esal e
cost, and accelerates the currently instituted increase on
cigarettes.

REPRESENTATI VE MEYER rel ayed that under HB 260, individuals who
i nport tobacco products for their own personal consunption wll
be required to purchase a buyer's license fromthe Departnent of

Revenue (DOR) for a fee of $25; such licensure will enable the
DOR to collect the required taxes fromthe buyer. The bill also
proposes to set the supersedeas bond limt at $100 mllion. He
offered his understanding that this bond |limt wll not change
any other aspect of the law, will not change the rules by which
a trial is conducted, will not affect who ultimately wins the
lawsuit, and will not affect the rights of plaintiffs to fully
recover damages. Placing a limt on such bonds will ensure that
the state will continue to receive its MSA paynents, he posited,
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and predicted that because Alaska is such a small state, it is
doubtful that the proposed bond limt would ever be reached
anyway.

REPRESENTATIVE MEYER said it is inportant to keep the NMSA
paynments coming into the state, because that noney goes toward
the state's education/cessation prograns. Currently 26 other
states have established supersedeas bond limts, and it would be
appropriate for Alaska to do the sane, he concl uded.

1: 37: 30 PM

M CHAEL PATTERSON, President, Lucky Raven, Inc., said he would
like to see inprovenents made to the enforcenment provisions of
the bill. Currently, for a first offense, a business will |ose
its license. So for sonme businesses, such as his, that type of
penalty would in essence shut the business down, whereas for
ot her businesses, such as those that are not primarily in the
busi ness of selling tobacco, that type of penalty wouldn't have
that great an inpact. He suggested that substantial financial
penalties - both on the individual that perforns the illegal
sale, and on the business itself - would be a greater deterrent;
for exanple, a financial penalty of $5000 for a first offense,
and $10,000 for a second offense. “I believe ... making the
clerk also liable for the offense ... will help clear up part of
the difficulties,"” he remarked.

MR. PATTERSON said he would also |like to see nore done in the
way of education regarding tobacco sales; for exanple, currently
the alcohol industry is benefiting from the "techniques in
al cohol managenent” (TAM program and he would like to see
simlar educational efforts nade in the tobacco industry. Also
of concern to himis the enforcenent of the tax on other tobacco
product s. Currently there isn't any state-to-state reporting
and it is very difficult to track Internet sales of cigars, for
exanple, and so trying to collect the tax on such sales wll
also be very difficult, he concluded, and predicted that this
gap in enforcenent wll Ileave the door w de open for nost
consuners to l|look out of state when purchasing their tobacco
products, and could actually discourage people from doing
busi ness in Al aska.

CHAIR McGUI RE next ascertained that a representative from the
Department of Health and Social Services (DHSS), Tobacco
Prevention and Control Unit, was available to answer questions.

1:41: 14 PM

HOUSE JUD COW TTEE -13- April 13, 2005



DALE FOX, Executive Director, Alaska Cabaret Hotel Restaurant &
Retailer's Association (Al aska CHARR), relayed that because of
the bill's recent introduction, CHARR has not yet formally taken
the issue up. Notw thstanding this, he offered:

It's a mxed bag. W think there's sone really good

provisions in this bill, and sonme that probably would
not be supported by our group. First let's talk about
the positives. Qobviously, as the folks who run the

TAM program in the alcohol industry, we believe that
strengthening the efforts to nmake sure that everyone
... wWho is trying to get tobacco [is carded] and that
there's adequate education for the frontline enpl oyees
is critically inportant. The "W Card" program which
is in the state now and [is] sonmething we hope to
expand, we think is a good step in the right
direction. And so, yes, we should do everything that
we can to prevent youth from getting access to tobacco
prior to reaching the age [of 19].

The second provision we think is a very good pro-
business stance is the bond cap. ... The tobacco
conpani es [have] ... shown good faith with the Master
Settl ement Agreenent, they're meking their paynents,
and we think that anything that has the potential of
putting sonebody out of business is bad |egislation
and so a bond cap provision that allows people to nove
forward through the courts wequitably is a very
positive effort.

In ternms of the taxes, accelerating the taxes on
tobacco and on snokeless tobacco, in general the
Al aska CHARR group has conme out against singling out
specific products in the marketplace for special
taxes, and | would suspect that they would do that on

this as well. ... Those are general comments that |
think are reflective or our industry. Thank you very
much.

1:44: 05 PM

PETE ROBERTS opined that the bond limtation being proposed in
the bill is a good idea, but that the rest of the bill should be
tossed. He el aborated:
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W just raised our taxes on tobacco products; [they]
were to be phased in. W haven't even gotten through
that period and here sonebody wants to do good and

raise themsone nore. | think that the idea of trying
to keep teens from snoking is a good idea. On the
other hand, | think that nost of the tobacco is bought

by adults, and this is punitive and it's social
engi neering. And | think it's bad state policy and
not very consistent with the republican ideals, so |I'm
against it. Thanks.

1:45: 21 PM

JAMES N. GARDNER, Attorney at Law, Gardner & Gardner, P.C., said
he would be speaking on behalf of Philip Mrris USA (PA USA)
regarding the bond provisions in HB 260. He characterized the
MSA as being very inportant to Alaska because it delivers
mllions of dollars in revenues to the state annually; however,
the continued receipt of these funds is threatened by the huge
judgnents that have been awarded against the tobacco conpanies

that are funding the settlenent. Al t hough defendants in such
cases al nost always have the right to appeal, and although in
many i nstances such appeals have been successful - either in

reducing the judgnment or in overturning the judgnment entirely -
in order to stay the execution of judgnent on appeal, defendants
nmust post a supersedeas bond.

MR. GARDNER said that in the states that do not already have a
limt on that type of bond, the amount of the bond usually
equal s the amount of the judgnment itself, and if a conpany that
is a defendant in such a case cannot afford to post a bond in
the anount set by the court, the conpany may be forced to file
for bankruptcy in order to stop the plaintiff from taking the
conpani es assets during the appeal process. That kind of a stay
could disrupt paynents by the conpany to Alaska and all the
ot her states that receive MSA paynents. He used a Florida case
as an exanple wherein if there hadn't been a supersedeas bond
limt, the conpany - the defendant - would have gone bankrupt,
adding that 33 states thus far have recognized the possibility
of risk from large supersedeas bond requirenents and that
another 5 states do not require supersedeas bonds at all. He,
too, offered his belief that passage of HB 260 would not affect
either the substantive rights of the litigants or the ultimte
right of recovery if the plaintiff prevails followng the
appeal .

1:48: 57 PM
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MR. GARDNER, in response to questions, said that he is not aware
of any cases in Alaska in which a required bond has threatened
to put a conpany out of business; opined that either paying a
huge judgnent outright or putting up the sanme amount for a
supersedeas bond would be inpossible, from a financial
standpoint, and therefore the conpany would be forced to file
bankruptcy, which would in turn inpede the flow of MSA funds to
the states; and offered his belief that although the trial court
in Alaska does have sone degree of discretion regarding what
anount an appeal bond should be set at, as a practical nmatter,
that kind of discretion sinply can't cope wth the mnassive
reduction that would be necessary to avoid disruption of NMSA
paynents should a "nmega verdict" ever be awarded in Al aska.

REPRESENTATI VE GARA asked M. Gardner whether he would be
anenable to a provision that would nmake it a class C felony to
di ssipate assets in order to avoid a judgnent.

MR. GARDNER said he wouldn't agree to such a provision. He
noted, though, that Section 12, subsection (b), of HB 260
contains |anguage which says that if an appellee proves by a
preponderance of the evidence that an appellant is dissipating
assets to avoid the paynent of a judgnent, a court nay require
the appellant to post a bond in an amount up to the full anount
of the judgnent. He opined that such |anguage addresses
Representative Gara's concern.

REPRESENTATI VE GARA poi nted out, however, that that |anguage is
nerely saying that if a conpany dissipates assets in order to
avoi d paynent of the judgnent, the conpany then really does have
to post the bond, the bond that's automatically required up
front in all other cases. Hi s suggestion, he reiterated, is to
make it a crine, a class C felony, to dissipate assets in order
to avoid paying a judgnent; he <characterized this as an
appropriate penalty particularly if the proposed bond limt is
adopt ed.

MR GARDNER reiterated his belief that the |anguage in
subsection (b) of Section 12, specifically the [|anguage
requiring that a preponderance of the evidence be shown, offers
full protection to an appell ee.

1:54: 01 PM

JOHANNA BALES, Excise Audit Manager, Centr al office, Tax
Di vision, Departnment of Revenue (DOR), after relaying that she
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is also the program manager of the division's Tobacco Tax
Program noted that retailers support the proposed taxes on
"other tobacco products” that are being purchased through the
mai | by individuals for personal consunption. Wth regard to a
coorment made by M. Patterson, she explained that currently
there are state-to-state reporting requirenents in place, but
acknow edged that currently no tax is levied when products are
inmported by individuals for personal consunption; so although
the division is able to identify sone such individuals,
enforcement of Internet purchases is sonewhat problematic.

MS. BALES offered her belief that if this provision is adopted,
nost people will conply with the law, and that its adoption wll
hel p protect instate retailers; this is particularly inportant
for the DOR and instate retailers given that an increase in
taxes mght entice people to buy their tobacco products through
the Internet. She concluded by saying that both the DOR and the
governor's office supports HB 260.

1: 56: 56 PM

DAVI D PARI SH, Lobbyist for the American Heart Association (AHA),
mentioned that the AHA is an active nmenber of the Al aska Tobacco
Control Alliance (ATCA), which is a coalition working closely
with the national Canpaign For Tobacco-Free Kids. He said that
the AHA is still |ooking at the individual sections of HB 260
especially the "criteria of what is the naxi mum public-health
benefit particularly relative to reducing tobacco consunption
anong Al aska's youth,” and that although the AHA currently has
no official position on HB 260, in general the organizations he
represents do not support the provision pertaining to a limt on
super sedeas bonds, but they do support the provisions regarding
the taxation of other tobacco products and the accel eration of
the current cigarette tax.

2:00: 02 PM

REPRESENTATI VE KOIT surmsed that everyone there has the
children's best interest at heart and wants to ensure that
tobacco does not fall into their hands. He asked whet her enough
time has elapsed to allow an eval uati on of whether either of the
nost recent cigarette tax increases have decreased usage by
t hose who are underage.

MR. PARISH said that nost of the data that the AHA has only

reflects what has occurred since 1997, adding that he would be
willing to research the issue further and get that information
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to the committee. In response to another question, he provided
the commttee with a copy of the Campai gn For Tobacco- Free Kids'
position statenent.

CHAIR McGU RE, after ascertaining that no one else wshed to
testify, closed public testinony on HB 260.

2:03: 03 PM

REPRESENTATI VE GARA nmade a notion to adopt Anendnent 1, to
delete Section 12 of the bill, the section that proposes to set
a limt of $100 mllion on supersedeas bonds pertaining to

tobacco litigation.
REPRESENTATI VE ANDERSON obj ect ed.

REPRESENTATI VE GARA predicted that the nonent that tobacco
conpanies get a special bond anount, [ExxonMobil Corporation]
will want a special bond anount. He opined that there is no
need to renove the bond anount, particularly given that there
has never been a case in Al aska where "the bond anmount has been
abused by a court” and given that the court has the discretion
to lower the bond anmpbunt if the anpbunt originally set threatens
to put a conpany out of business or force it to declare
bankr upt cy. He concluded his argunment in favor of Anendnent 1
by stating that he did not think the proposed bond |imt is
needed.

REPRESENTATI VE ANDERSON di sagreed, and urged nenbers to Kkeep
Section 12 in the bill.

REPRESENTATI VE KOTT noted other sections of the bill would be
affected by the adoption of Amendnment 1.

2: 06: 55 PM

REPRESENTATI VE GARA w thdrew Anendnent 1 for the purpose of
restating it.

REPRESENTATI VE GARA made a notion to adopt Conceptual Anendnent
1, "to delete all provisions that change any of the bond | aws or
bond rules, either in statutes or in court rules; so delete
Section 12 and then all related sections.”

CHAI R MGUI RE added, "And including in the title."

REPRESENTATI VE GARA said, "Yep."

HOUSE JUD COW TTEE - 18- April 13, 2005



2:07:25 PM

A roll call vote was taken. Representatives Kott, Dahlstrom
and Gara voted in favor of Concept ual Amendmnent 1.
Representatives MQ@iire, Anderson, Coghill, and Guenberg voted
against it. Therefore, Conceptual Anmendnent 1 failed by a vote
of 3-4.

2:07:58 PM

REPRESENTATI VE GARA, referring to page 4 [lines 16-18], nade a
notion to adopt Conceptual Amendnent 2, to nmeke it a class C
felony to intentionally dissipate assets to avoid paynent of a
j udgnent .

REPRESENTATI VE ANDERSON obj ect ed.

REPRESENTATI VE GARA offered his belief that any attenpt by a
tobacco conpany to dissipate assets to avoid paynent of a
judgnment should be considered fraud and such a conpany should
therefore be charged with a class C felony, especially if the
proposed bond limt is adopted.

REPRESENTATI VE CGRUENBERG suggested that Conceptual Anendnent 2
nerely needs to add | anguage specifying that violation of "this
subsection” is also a class C fel ony.

REPRESENTATI VE GARA noted that the amendnent is conceptual, and
said that as long as the drafters specify that the conduct has
to be intentional, he will be satisfied with whatever |anguage
the drafters choose.

2:10: 33 PM

A roll call vote was taken. Representati ves Dahl strom
G uenberg, and Gara voted in favor of Conceptual Anendnent 2.
Representatives MQ@iire, Anderson, Coghill, and Kott voted
against it. Therefore, Conceptual Amendnent 2 failed by a vote
of 3-4.

REPRESENTATI VE GRUENBERG asked nenbers to |ook at an e-mmil sent
by Mke Elerding - President, Northern Sal es Conpany of Al aska,
Inc. - specifically at the |anguage referring to statutory
| anguage signed into law in 2003:

HOUSE JUD COW TTEE -19- April 13, 2005



Section 43.50.510 of [Senate Bill 168] stipulated that
"for purposes of this section, a stanp is considered
affixed only if nore than 80 [percent] of the stanp is
attached to t he i ndi vi dual package" C "in
accordance” with regul ations adopted by the Departnent
of Revenue. Subsequent to the passage of this neasure
it has been denonstrated that the current state of tax
stanpi ng technol ogy has not been able to produce an 80
[ percent] affixnment standard. Based on our actual
experience the best estimate for the performance
standard of affixing a tobacco stanp on each pack of
cigarettes is sonewhere in the 55 [percent] range.
Only through the collaborative efforts of the state
Department of Revenue and industry have we avoided an
unmtigated disaster regarding the enforcenent of the
80 [percent] performance requirenent. Secti on
43.50. 510 needs to be anended to reduce the affixment
standard from 80 [percent] down to 55 [percent].

M KE ELERDI NG President, Northern Sales Conpany of Al aska,
Inc., confirmed that his letter referenced statutory |anguage
currently in effect.

CHRI STOPHER C. POAG Assistant Attorney General, Commercial/Fair
Busi ness Section, Cvil D vision (Juneau), Departnment of Law
(DAL), relayed that the regulations referred to in AS
43.50.510(d) have not yet been adopted.

REPRESENTATI VE GRUENBERG said he would be willing to offer an
anendnent to reduce the affixnment standard currently stipul ated
in AS 43.50.510(d) down to 55 percent.

M5. BALES said that M. Eerding is correct in that the
cigarette tax stanping machines are incapable of affixing 80
percent of the stanmp 100 percent of the tine. Because of this,
the DOR has drafted an amendnent that would |ower the affixnment
standard to 55 percent while also requiring that either four of
the letters of the state nane or three of the serial nunbers be

| egi bl e. She offered her belief that this anmendnent would
address the problens encountered by the "stanpers" and protect
state revenues. She nentioned that this amendnent has been

gi ven to sponsor.
REPRESENTATI VE GRUENBERG nmde a notion to adopt the DOR s

suggested anmendnent as Conceptual Amendnent 3, which read
[original punctuation provided]:
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* Section ?. AS 43.50.510(d) is anmended to read:

(d) For purposes of this section, a stanp is
considered affixed only if nore than 55 [80] percent
of the stanp is attached to the individual package in
accordance with (c) of this section and regulations
adopt ed by the departnent, and

(1) four of the letters of the state nane
printed on the stanp are | egi ble; or

(2) three of the serial nunbers printed on
the stanp are | egible.

REPRESENTATI VE MEYER said that although he'd intended to offer
that anendnent in the House Finance Conmittee, it would be
acceptable to him to adopt it in the House Judiciary Standing
Commi ttee instead.

CHAIR MGU RE asked whether there were any objections to
Conceptual Anmendnment 3. There being none, Conceptual Anmendnent
3 was adopt ed.

2:17:51 PM

REPRESENTATI VE GRUENBERG asked whet her the issue of training and
|l i censing, perhaps via a programsimlar to the TAM program has
been addressed.

REPRESENTATI VE MEYER indicated a preference for addressing that
i ssue via a separate bill

REPRESENTATIVE KOIT nmade a notion to adopt [ Concept ual ]
Amendnment 4, to delete Section 2; to delete the proposed

| anguage change in Section 3, page 2, line 17; and to delete
Section 14. He offered his belief that adoption of Conceptua
Amendnment 4 "essentially takes us back to the bill that was

passed by the house last year,"” and went on to say: "It seens
to me, to have this particular issue before us is sonewhat
di si ngenuous, since a group of menbers cane to nme and asked ne
to work out a conpromse with industry; the conprom se that we
worked out was in fact the one that passed the House.™ He
offered his belief that adopting the |anguage that Conceptual
Amendnent 4 proposes to delete would be premature.
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CHAIR MGU RE, in response to a question, offered her
understanding that Conceptual Anmendnent 4 would delete the
| anguage that deals with acceleration of the tax rate.

2:20:46 PM

REPRESENTATI VE MEYER said that the bill seeks a bal ance, since
in order to garner enough votes to pass a supersedeas bond
limt, the other provisions were necessary.

REPRESENTATI VE KOIT, in response to a question, offered his
belief that Conceptual Anendnent 4 also addresses the issue of
snokel ess tobacco.

REPRESENTATI VE GARA said he agrees wth Representative Kott
regarding the conprom se reached |ast year. He asked whet her
menbers would be anenable to anending Conceptual Amendnent 4,
"to add the bond part,” thereby also deleting the proposed bond
limt.

2:24: 04 PM

REPRESENTATI VE ANDERSON indicated that he supports the bond
limt.

REPRESENTATI VE MEYER opi ned that the provisions being deleted by
Conceptual Anmendnent 4 ought to remain in the bill

REPRESENTATI VE GARA obj ected to [Conceptual] Amendnent 4.

CHAIR MGURE said she understands Representative Kott's
position, but nentioned that she'd already nmade a commtnent to
try to keep all of the provisions in the bill

2:26: 14 PM

A roll call vote was taken. Represent ati ves Anderson, Coghill,
Kott, and Dahlstrom voted in favor of Conceptual Anmendnent 4.
Representatives MQuire, Guenberg, and Gara voted against it.
Theref ore, Conceptual Anendnment 4 was adopted by a vote of 4-3.

CHAIR McGQUI RE made a notion to adopt Anmendnent 5, which read
[original punctuation provided]:

Page 2, line 2:

Following "facility":
I nsert “,"
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Fol  ow ng "assi sting":
I nsert "an agent or enpl oyee of t he
Depart nent of Health and Soci al Servi ces under

AS 44.29.092 or"

Page 2, line 3:
Delete "this section”
| nsert "AS 11.76.100, 11.76.106, or 11.76.107"

SUZANNE CUNNI NGHAM Staff to Representative Kevin Meyer, House
Finance Commttee, Alaska State Legislature, relayed that

Anmendnent 5, whi ch she characteri zed as a technical
clarification amendnent, was brought to the sponsor's attention
by the DOL. Amendnent 5 addresses the issue of mnors who

participate wth Jlaw enforcenent or the DHSS in "sting"
oper ati ons.

REPRESENTATI VE GRUENBERG obj ected for the purpose of discussion.
He asked why Anmendnent 5 proposes to delete the words, "this
section"” fromAS 11.76. 105.

MR. POAG explained that "this section" refers to the possession
statute, and the DOL is not trying to enforce that statute via
sting operations; it nmakes nore sense to sinply list the
provisions of law that are being enforced through sting
operations, those provisions pertaining to youth access.

REPRESENTATI VE GRUENBERG suggested that perhaps the specific
sections listed in Anendnent 5 should sinply be added to
proposed AS 11.76.105 rather than using them in place of the
words, "this section".

MR. POAG suggested that the Departnent of Health and Soci al
Services could better address that issue, but added that he did
not think that the possession provision of current statute
needed the exenption pertaining to those involved in sting
oper ati ons.

REPRESENTATI VE GRUENBERG nmade a notion to anmend Anendnent 5, to
strike the words, "Delete 'this section'". There being no
obj ection, Anendnent 5 was anended.

CHAIR MGU RE asked whether there were any objections to
Amendnent 5, as anended. There being none, Anmendnent 5, as
anmended, was adopt ed.
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2:31:36 PM

REPRESENTATI VE ANDERSON noved to report HB 260, as anended, out
of committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes.

REPRESENTATI VE GARA obj ect ed.

2:31:48 PM

A roll call vote was taken. Representatives MQuire, Anderson

Coghill, Kott, Dahlstrom and Guenberg voted in favor of
reporting HB 260, as anended, from conmmttee. Representati ve

Gara voted against it. Therefore, CSHB 260(JUD) was reported
fromthe House Judiciary Standing Commttee by a vote of 6-1.

HB 53 - CHI LDREN I N NEED OF Al D/ REVI EW PANELS

2:32:41 PM

CHAI R McGUJI RE announced that the next order of business would be
SPONSOR SUBSTI TUTE FOR HOUSE BILL NO 53, "An Act relating to
child-in-need-of-aid proceedings; anending the construction of
statutes pertaining to children in need of aid; relating to a
duty and standard of care for services to children and famlies,
to the confidentiality of 1investigations, court hearings, and
public agency records and information in child-in-need-of-aid
matters and certain child protection mtters, to immnity
regarding disclosure of information in child-in- need-of-aid
matters and certain child protection matters, to the retention
of certain privileges of a parent in a relinquishnment and
termnation of a parent and child relationship proceeding, to
eligibility for permanent fund dividends for certain children in
the custody of the state, and to juvenile delinquency
proceedi ngs and placenents; establishing a right to a trial by
jury in term nation of par ent al rights pr oceedi ngs;
reestablishing and relating to state citizens' review panels for
certain child protection and custody matters; anending the duty
to disclose information pertaining to a child in need of aid

authorizing additional famly nenbers to consent to disclosure
of confidential or privileged information about children and
famlies involved with children's services within the Departnent
of Health and Social Services to officials for review or use in
official capacities; relating to reports of harm and to
adoptions and foster care; mandating reporting of the nedication
of children in state custody; ©prescribing the rights of
gr andparent s rel at ed to chil d-in-need-of-aid cases and
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establishing a grandparent priority for adoption in certain
child-in-need-of-aid cases; nodifying adoption and placenent
procedures in <certain child-in-need-of-aid cases; anending
treatnment service requirenents for parents involved in child-in-
need-of -aid proceedings; anending Rules 9 and 13, Al aska
Adoption Rules; anending Rules 3, 18, and 22, Alaska Child in
Need of Aid Rules of Procedure; and providing for an effective
date.” [Before the commttee was CSSSHB 53( STA). ]

REPRESENTATI VE COGHI LL, speaking as the sponsor of SSHB 53, said
that he has prepared a proposed conmittee substitute (CS). He
opined that there is need for a jury trial whenever a parental
right is term nated. He relayed that mnenbers' packets contain
i nformati on about the 1982 U. S. Suprene Court case, Santosky v.
Kraner, which discussed "the process and the evidence |evels."
He offered his belief that severing the relationship between a
parent and child is a big issue, and although sonetines the
process works well, sonetines it doesn't, particularly when
departnmental enpl oyees have either not been diligent, or have
had an ax to grind, or have gotten into personality conflicts
W th [parents].

REPRESENTATI VE COGHILL relayed that he is wlling to go forth
with the proposed CS because the departnment has been agreeable
to the provisions that will "open up the process”; however, he
is not conforted by the "huge tineline issues,” which can result
in parents having as little as 120 days before going from one
court proceeding to the final determ nation regarding parental

rights. He stated his concern that "if there is a doubt that
that famly should be forever severed from that child, that
there should be one nore |ook." He expressed his belief that

there should be one nore level to reach "beyond a reasonable
doubt,"” adding that he had hoped this would be an issue that the
commttee could work on. He opined that nmany tinmes the
conpelling interest for the safety of the child has ignored the
i nportance of the famly even those that are dysfunctional.

2:39:17 PM

REPRESENTATI VE ANDERSON noved to adopt the proposed commttee
substitute (CS) for SSHB 53, Ver si on 24- LS0251\ P,
M schel / Chenowet h, 4/11/05, as the work draft.

REPRESENTATI VE GRUENBERG obj ected for the purpose of discussion.

REPRESENTATI VE COGHI LL explained that 1in Version P, every
reference to a jury trial has been renoved.
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REPRESENTATI VE GRUENBERG r enoved hi s objection.

CHAI R McGU RE announced that Version P was before the commttee.
2:39:51 PM

RYNNI EVA MOSS, Staff to Representative Coghill, Al aska State
Legi sl ature, concurred that [Version P] no |onger contains

reference to a jury trial.

REPRESENTATIVE COGHI LL turned the commttee's attention to

Section 13 on page 21 regarding civil liability.

M5. MOSS expl ained that the original bill said that there was a
duty or standard of care for children in state custody, while
[the current Section 47.10.960] said that there is not. She
said that the Departnment of Law objected to the |anguage in the
original bill because it would create a very expensive fiscal

note for civil suits.

REPRESENTATI VE COGHI LL read Section 47.10.960 in its current
form

Nothing in this title creates a duty or standard of
care for services to children and their famlies being
served under AS 47.10.

REPRESENTATI VE COGHI LL stated that he strongly objects to this
| anguage because it could be m sinterpreted.

REPRESENTATI VE GRUENBERG stated he would Ilike to offer an
anmendnent that woul d keep that |anguage in and add a cl ause that
says that failure to conply does not create a civil liability.
He said he agrees with Representative Coghill, adding that there
can be a duty or standard of care that's essential for dealing
with the adjudication and di sposition phase.

2:43:59 PM

JOHN McKAY, Anchorage Daily News, opined that the bill is "good
as far as it goes, but it needs to go a bit further in ternms of
presunptions of openness.”™ He noted that when other states have
opened these proceedi ngs up, everyone seens to be glad that they
did it. He comented that he would like to supplenent his
remarks with articles, including a particular newspaper series
that | ooked at the effect of opening these proceedi ngs up. He
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said that he would either fax or emmil these articles to the
commttee within the next day.

2:47: 28 PM

MR. MKAY stated that he felt it was inportant for [the
committee] to also |look at opening the records that relate to
t he proceedi ngs, which he thought were not adequately addressed
in the bill. He pointed out that sone comments were filed by a
man naned M. Wexler fromthe Coalition for Child Protection and
Reform M. MKay commented that he agreed with those coments,
and recommended that the commttee review them M. MKay also
asked that the commttee |ook at some |anguage that would help
create a stronger presunption of openness. He offered to work
with the commttee to determ ne |anguage that everyone would be
satisfied with.

CHAIR McGU RE suggested that M. MKay forward his suggestions
on to Representative Coghill. She noted that she too was
concerned about naintaining the balance between confidentiality
and public access to information.

MR MKAY renar ked:

| think it enhances the awareness that the public is
interested in this, that there's an extra dinension to
what they're doing every day, even though sonebody's
not sitting there [observing]. ... | think it's really
hel pful to know that there is experience in other
states that have tried this and have found not only
that there weren't bad effects, ... but [that] the
experience is so universally the opposite.

2:51:18 PM

CHERYL TRAIL relayed that she lives in Nebraska and has cared
for her granddaughter from infancy until the age of two and a
hal f years ol d. She said that her granddaughter is a ward of
the State of Alaska who was placed with her on a "foster adopt”
basis on an interstate conpact. She shared with the commttee

her experiences with Al aska's Departnent of Health and Soci al
Services (DHSS), Ofice of Children's Services (OCS), and
charged that the OCS took her granddaughter from her by
subt erfuge and under pretext.

M5. TRAIL pointed out that when her granddaughter was renoved
from her care by the OCS, she was not told why this action was
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taken, but was instead told by the OCS that she wasn't a party
to the case and therefore did not have a right to the
information. She said that it took six nonths for her attorney
to get a hearing, and only at the tine of discovery did she find
out that the OCS had a | ot of erroneous infornmation.

M5. TRAIL stated that because of her experience, she strongly
supports the strengthening of the rights of grandparents who
have been involved in rearing their grandchildren. She remarked
that in her experience, the OCS did not follow many of its own
policies and procedures, and "actually lied under oath during
the hearing in front of a judge"; therefore, she supports the
establishment of an opportunity for a trial by jury in cases of

parental rights determ nation. She also stated that she
supports the establishnent of the citizens' review board, and
commented, "I think this bill will go a long way in changing an

agency that's known by the citizens of their state to be
corrupt.”

CHAIR MGQUIRE asked Ms. Trail if she has any information about
wher e her [granddaughter] is now.

M5. TRAIL replied that her granddaughter was placed in a foster
hone and that the OCS is pushing through an adoption.

2:57:12 PM

M5. TRAIL, in response to further questioning by Representative
Dahl strom explained the circunstances under which the OCS took
custody of her granddaughter, her granddaughter’'s diagnosis and
nmedi cation prescriptions, and her own personal background.

3:06:22 PM

CHAIR McGUI RE, after ascertaining that no one else wished to
testify, closed public testinony on SSHB 53.

REPRESENTATI VE COGHI LL nade a notion to adopt Anendnent 1, which
read [original punctuation provided]:

Page 5, Line 18
Delete: Lines 18 through Iine 24

| nsert:
(2) follow the findings set out in AS 47.05. 65.

REPRESENTATI VE KOTT obj ected for the purpose of discussion.
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REPRESENTATI VE COGHI LL explained that he'd wanted to assert
famly primacy in the bill, but then he learned that AS 47.05. 65
covered his concerns.

REPRESENTATI VE KOTT renoved his objection.

REPRESENTATI VE GARA asked if he could nmake a friendly anendnent
to Anendnent 1, as follows:

Page 5, Line 17:
After "child"
Insert ", when in the child's best interests"”

REPRESENTATI VE COGHI LL objected, stating that AS 47.05.65 is
"replete with that whol e di scussion.”

3:10: 20 PM

JAN RUTHERDALE, Assistant Attorney General, Human Services
Section, Cvil D vision (Juneau), Departnent of Law (DOL), noted
that she has the same concern as Representative Gara. She
remarked that there are tines when there's a conflict between
ensuring the safety of the child and ensuring the parents
participation in the upbringing of the child.

REPRESENTATI VE COGHI LL, agreeing that there can be such a
conflict, then stated:

But remenber, this is a conflict. We're asking the
state to insert itself into a famly for the child's
wel f are. And in AS 47.05.65, which |I'm asking us to

anend into here, it says, "It is the policy of the
state to strengthen famlies and to protect children
fromchild abuse and neglect.” | have no problemthat
that's the purpose of what |'m doing here. " m just
asking that the parents’ participation in the

upbringing of the child be included when we're talking
about pronoting the child' s welfare.

REPRESENTATI VE COGHI LL mai ntained his objection to the anmendnent
to Arendnent 1.

REPRESENTATI VE GARA conmented that he «certainly wanted to
advocate the concept that parents should be able to participate
t hroughout the process, but remarked that "you don't want to
tell the departnment that a parent who's a danger to the child
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should keep participating, and if we just say, 'the parents
shal | participate,” then | think we're taking away the
departnment's leeway to prevent that [participation] if a parent
is a danger to the child."

REPRESENTATIVE COGHILL replied that he didn't think this
"construction"” |anguage changes the intent regarding the best
interests of the child; rather it sinply includes the famly "At
a higher level." He said, "To nme, this is one of the key
reasons for nme doing this bill."

REPRESENTATI VE GARA  withdrew hi s suggesti on to anmend
Amendnent 1.

3:14: 55 PM

REPRESENTATI VE COGHI LL reiterated that one of the nmamin reasons
he sponsored this bill is for famly protection.

CHAIR McGUI RE asked whether there were any further objections to
Amendnent 1. There being none, Anendnent 1 was adopt ed.

3:15: 39 PM

REPRESENTATI VE DAHLSTROM nmade a notion to adopt Anendnent 2, to
remove subsection (n) from Section 5 on page 4, |ines 19-26,
regardi ng adoption. She pointed out that this was not in the
original governor's bill that was introduced, but was added in
by the House State Affairs Standing Commttee. She offered her
understanding that during the House State Affairs Standing
Commttee neeting, the Departnment of Law testified that it knew
this was a potential issue, but it didn't think this would

affect OCS adoptions. However, she said, "W heard in the
testinony yesterday that it wll affect many other pernanent
adoptions. "

CHAIR MGU RE asked whether there were any objections to
Amendnent 2. There being none, Amendnent 2 was adopt ed.

REPRESENTATI VE COGHI LL nade a notion to adopt Anmendnent 3, which
read [original punctuation provided]:

Page 17, line 7, after the word "capacities.":
Del ete: the remainder of Line 7 through line 20.

M5. MOSS noted that the | anguage contained in the aforenentioned
lines would require certain departnments to disclose confidentia
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information to famly nenbers other than parents, and explai ned
that Legislative Legal Services had pointed out that the federa
government would have a problem with that |anguage and it could
cost the state $29 million per year.

REPRESENTATI VE GARA asked for clarification that "we're just
deleting the changes ... starting at line 7, and so we're not
deleting the rest of the statutory |anguage.™

CHAI R M GU RE concurred.

M5. MOSS suggested that Anmendnent 3 be a conceptual anendnent
such that it would nmerely delete the proposed new |anguage on
page 17, lines 7-20.

REPRESENTATI VE COGHI LL restated Conceptual Anmendnent 3 as taking
out the proposed new | anguage on lines 7-20 of page 17.

CHAIR MGU RE asked whether there were any objections to
Conceptual Anmendnent 3. There being none, Conceptual Anmendnent
3 was adopt ed.

3:18: 52 PM

REPRESENTATI VE COGHI LL nade a notion to adopt Anendnent 4, which
read [original punctuation provided]:

Page 27, line 5:
Del et e:

n rray n

| nsert:
"shal | "

REPRESENTATI VE COGHI LL expl ai ned that Anmendnent 4 would ensure
that the initial interviews are audi otaped al ways and vi doet aped
when possi bl e.

M5. RUTHERDALE said that the Departnent of Health and Soci al
Servi ces objects to Arendnent 4.

TAMMY SANDOVAL, Acting Deputy Comm ssioner, Ofice of Children's
Services (0OCS), Departnent of Health and Social Services (DHSS),
el abor at ed:

In working through this bill,

it changed to "may"
and then today it's back to "shall

" and we're not
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sure how that happened because we'd had conversations

about that. And we just have sone concerns about the

| ogi stics of that: what it neans to children in the

interview process. Wile | agree that it does protect
., | think it raises so nany other issues.

REPRESENTATI VE COGHI LL suggested that the issue of the cost
incurred by the requirenents of Anmendnent 4 be discussed in the
House Fi nance Conmittee.

CHAIR MGU RE asked whether there were any objections to
Amendnent 4. There bei ng none, Anendnent 4 was adopt ed.

3:21: 03 PM

REPRESENTATI VE ANDERSON nmoved to report the proposed comittee
substitute (CS) for SSHB 53, Ver si on 24- LS0251\ P,
M schel / Chenowet h, 4/11/05, as anended, out of conmttee wth
i ndi vi dual recommendati ons and t he acconpanyi ng fiscal notes.

REPRESENTATI VE COGHI LL relayed that he had one other issue to
addr ess.

CHAIR MGU RE expressed a preference that that issue be
addressed in the House Finance Committee.

REPRESENTATI VE COGHI LL agreed to do so.

REPRESENTATI VE DAHLSTROM asked that Representative Coghil
consider the comments that she received from foster parents who
expressed concern about being mandated to have relationships
with the famly.

3:23:12 PM

M5. MOSS noted that the language in the bill is permssive, and
said she'd been assured by the OCS that it wouldn't put foster
parents or the children in harm s way.

REPRESENTATI VE COGHILL offered his belief that [maintaining a
relationship with the famly] is not nmandat ed.

REPRESENTATI VE ANDERSON again noved to report the proposed CS
for SSHB 53, Version 24-LS0251\P, M schel/Chenoweth, 4/11/05, as
amended, out of commttee with individual recomendations and
t he acconpanying fiscal notes.
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REPRESENTATI VE GARA objected for the purpose of discussion. He
said that he thinks generally the anmendnents are good changes to
the |aw He stated his intention to keep working with the
sponsor on additional changes.

REPRESENTATI VE GARA t hen renoved his objection.

CHAI R McGU RE asked whether there were any further objections to
reporting the proposed CS for SSHB 53, Version 24-LS0251\P,
M schel / Chenowet h, 4/11/05, as anended, from commttee. There
being no objection, CSSSHB 53(JUD) was reported from the House
Judi ci ary Standing Conm ttee.

HB 257 - STATE PROCUREMENT ELECTRONI C TOOLS

3:24:26 PM

CHAI R McGUI RE announced that the final order of business would
be HOUSE BILL NO 257, "An Act relating to a procurenment and
electronic comerce tools program for state departnents and
instrunentalities of the state; and providing for an effective
date. ™

VERN JONES, Chief Procurenent Oficer, Central Ofice, Division
of General Services (DGS), Departnment of Adm nistration (DOA),
explained that in 2003, House Bill 313 was passed by the
| egi sl ature and becane |aw, thereby creating a state procurenent
pilot program He went on to say:

The [DOA] then prepared and issued an RFP [request for
pr oposal s] for a contractor to outsource state
procurenent functions in the Southeast Region of [the
Department of Transportation & Public Facilities
(DOT&PF)], and awarded a contract to [Alaska Supply
Chain Integrators, LLC (ASCI)] as envisioned in

[that] bill. [ The] bill and subsequent contract were
limted to two departnments and two instrunentalities
of the state, and had a June 2006 sunset date. [ The]
procurenent pilot contractor, as we're calling them
has been operating [ DOT&PF] Sout heast Regi on
procurenents for nine nonths now. [ House Bill 257]
would renove the restrictions on the nunber of
departnents and instrunentalities contained in the
current | aw, as well as elimnate the sunset
provisions that are there now. ... Yesterday | spoke
wth commttee staff and sent a nessage in which |
suggested a couple of amendnents that would fix an

HOUSE JUD COW TTEE - 33- April 13, 2005



incorrect statutory reference and clean up sone of the
pref erence | anguage. | see that the version before
you does not have those anmendnments, and | would urge
you to consider them

CHAIR MGUI RE, speaking as the chair of the House Judiciary
Standing Conmttee, sponsor of HB 257, noted that M. Jones's
suggested anendnents are contained in an e-mail he provided; the
portion of his e-mail that explains his suggested anendnents
read [original punctuation provided]:

1. Repl ace reference to AS. 36.30.100-190 to AS
36.30.100-265 - this would allow for awarding of the
contract via RFP rather than just 1TB, which would not
be appropriate for this type of contract.

2. "Cleans up" the preferences and nakes them nore
uni form and wor kabl e. The preferences as listed are
drawn from existing statute, which are conplex,
confusing, poorly witten, and have been subject to
pr ot est .

MR. JONES clarified that the portion of his e-mail |abeled "1"

proposes that |anguage, "36.30.190" on page 1, line 10, be
replaced with, "30.36.265". He said that doing so would allow
the departnent to "award a contract of this type via an RFP
rather than just an ITB [invitation to bid]." Wth regard to
the portion of his e-nmail |abeled "2", he said:

This bill lifts preferences from existing statute, and

| can tell you from experience that the preferences we

now have in statute are conplex, ... cunbersone,

hard to understand, and hard to apply - they are not

consistent, [and] they act in different ways. For

exanpl e, sone preferences reduce an offeror's price
for conparison purposes, |[while] other preferences
have you go through an analysis, find the |owest
price, take a percentage of that bidder's price, and
apply a discount to soneone else's ... offer. \%%
suggestion and the language that 1|'d provided would
make these preferences, at least for this bill,
uni form and consistent. And | would recommend that
you woul d consi der that.

3:30:41 PM
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REPRESENTATI VE DAHLSTROM asked how the bill wll affect the
transparency of the current procurenent process.

MR. JONES relayed that under the bill, as is now the case under
the pilot program the state would not be required to provide
formal public notice of either the opportunity to conpete or the
awards that are nade. In response to questions, he reiterated
that the pilot program was inplenented by the DOA, which chose
to inplenment it in the DOT&PF s Sout heast Regi on.

CHAIR McGQUI RE nentioned that the administration didn't want to
institute a pilot project in areas where it mght not be

successful, and so the bill gave the DOA the discretion to
utilize the pilot program in up to four different departnents.
She offered her belief that the intent of the bill that

originally established the pilot program was not carried out.
She el abor at ed:

It was for four departnments. W really wanted to see,
in four different departnents, what are the neasured
savings, how does it work, how is it changing - in a
good way or bad way - procurenent. And what happened
was that ... people drug their feet, [and] it wasn't
until a year after the bill had been signed into |aw
that even any neaningful steps were nade to identify
which departnment would then be under the pilot

[ prograni. And when it was done, | would argue that
it was done in a departnent that's very difficult:
t he [ Al aska] Mari ne H ghway Sout heast

Transportation System That's a difficult departnent
[in which] to enploy the kind of success that | would

have |iked to have seen. So ... as the [original]
bill's sponsor, | felt a little set wup; | felt,
personally, as if the goal that | was trying to get
realized ... wasn't allowed to ... go forward. And so
that's a source of frustration, and it's part of the
reason that ... [HB 257] is before you today;, ... |
want to give ... [the DOA] the discretion to expand it
to whatever departnments they believe will be feasible.

CHAIR MGQUIRE reiterated that the intent of the original bill
establishing the pilot program was to allow for the pilot
program to be instituted in up to four different departnents,
and that the pilot program was only utilized in one departnent
and |late at that.
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3:36: 27 PM

REPRESENTATI VE KOTT offered his understanding that under the
original legislation - House Bill 313 - the DOA could outsource
up to two departnents and up to two other instrunentalities of
the state - for exanple, the Al aska Permanent Fund Corporation
(APFC) or the Al aska Housing Finance Corporation (AHFC). Wth
regard to the contract that was let, what period of tinme was it
for, he asked.

MR. JONES said that the contract aligns itself with the bill
and thus goes through [June] of 2006; however, there is a

provision in the contract stipulating that if the bill were to
be anended, the contract could be extended another couple of
years through optional renewals. In response to the question of

what woul d happen if an RFP was offered and a different vendor
was the | ow bidder, he said that the contract which is in place
now would "stand on its own and would run its course, and we
woul d have two contracts up and running.” He noted that all of
the DOA's professional services contracts typically have severa
types of termnation clauses that could be utilized if the state
so chose, either for cause or for convenience.

REPRESENTATI VE KOIT asked whether there are any annual reports
required which could show a savings from outsourcing or the
cost/ benefit of outsourcing.

MR. JONES replied:

There's an understanding with that contract, and us,
to perform benchmarking audits. And we have done that
and continue to do that so we can get sone sort of a
gauge for how they're doing conpared to how the agency
was doi ng previously.

MR. JONES, in response to a further question, said that those
audits are performed quarterly; that the audit for the first
gquarter has been conpleted; that the contractor is now operating
in the third quarter; and that the audit for the second quarter
is just now comng up and will be conpleted very soon. The
first quarter audit, he remarked, is for a tine period in which
"there was a lot of transition going on," and so the results are
rather inconclusive, particularly given that it occurred so
early on in the process, before a |ot of data was avail abl e.

REPRESENTATI VE KOTT surm sed, then, that at this point, the
cost/benefit is not yet known.
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MR. JONES concurred. He added that he hopes to have the second
gquarter audit concluded and available for release to nenbers
soon. In response to further questions, he relayed that
al though the second quarter audit has not yet been released, it
does appear that Chair MQ@ire has possession of a letter from
Comm ssioner Barton to Comm ssioner WMatiashowski commenting on
the first quarter audit, which was released sone tinme ago, and
includes a fax from the DOT&PF, Adm nistrative Services, that
pertains to first quarter findings.

3:44:14 PM

BRUCE LUDW G, Busi ness  Manager, Al aska Public Enpl oyees
Associ ati on/ Aneri can Feder ati on of Teachers ( APEA/ AFT) ;
Secretary/ Treasurer, Al aska State, American Federation of Labor
and Congress of Industrial Organizations (AFL-CIO, offered the
foll om ng comments:

The pilot program two years ago, was rushed through
in the final days of the 2003 [legislative] session.
There were no neasurenmnents to success included in the

bill, no benchmarks for conparison, and nothing to
enabl e anyone to determne if it was a success or a
failure. There doesn't appear to have been a l|ot of
t hought given to it. The bill title was m sl eading.
Wen we talked to [legislators] after it was passed,
we were told [that] it was a bill to enable e-
conmer ce. The bill does much, nmuch nore than that.
The [Al aska Supply Chain Integrators, LLC (ASCI)], who
brought ... [House Bill 313] forward, was the only

responsi ve bi dder and was awarded the contract.

The state determned they could save $250,000 by
elimnating the warehouse and using fewer enployees in

favor of e- comer ce. [ Al aska Suppl y Chai n
I ntegrators] actually began work July 1, 2004, and 10
state enployees were laid off. Since the pilot

project [began], only one quarter has been audited;
the second audit is in process, and the third should
be getting underway. They're actually working in the
fourth quarter at the nonent. The pilot [program has
until a year fromnext June to finish

As the [DOA] testified in ... Senate [commttee
hearings], the jury's still out on whether it's saving
noney or not. It's too early to extend it; it still
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has another year to run its course and determne if it
was a good pilot project or not. This bill should be
held over while a sufficient record is established to
be able to intelligently nake a decision on whether it
has been a success or not. W've heard various runors
from people out in the agencies about how successf ul
it's been. For one thing, we've heard that goods and
services cost 20 percent nore when you buy them under
ASClI than what the state was purchasing at.

And if you extend that out for the life of the pilot
project, that's a cost to the state of [$2.5 million]
., or it's [$2.5 million worth] of fewer goods that
you're going to have. W' ve heard that there's 1,500
invoices sitting out there, where the invoice can't be
matched up to the purchase order. Now, that neans
that the state's vendors aren't getting paid. That
affects the state's reputation, but, nore inportantly,
it affects a lot of Alaska businesses that depend on
the noney; they've already delivered the goods and
they're waiting on paynent and aren't getting it.

We've heard [about] other problens. For instance, the
first audit points [out] that when the MV Kennicott
was undergoi ng engine overhaul down in the yard in
Portland, ASCI ordered seven different orders of
engine parts [and] six of them got shipped to Juneau.
They had to be flown down - airfreighted dowmn - to
Portland. ... That cost the state a lot of nmoney. O
the original $250,000 savings, about half of that was
the warehouse - closing the warehouse. On Cctober 1
t hey reopened the warehouse. It doesn't work w thout
the warehouse; you have to have the warehouse to
transfer goods and store them So the savings was no
| onger $250, 000.

We're also hearing that the ASCI enpl oyees are working

a lot of overtine. So who knows whether there's any
savings in personal services costs. But if we're
losing on the goods and services that we're
purchasing, we're not saving noney. A far better
project would be to enable state agencies to use e-
commerce tools thensel ves. There's sone, right now,

that are using them There ought to be sonme kind of a
program that [the DOA] establishes to let all the
departnents use them - one big e-comerce site. I n
summary, we just ask that you hold the bill over;
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let's see how the pilot project goes, let's give it a
fair run, and see if we save nobney or |ose noney.
Thank you.

3:48: 54 PM

JI' M DUNCAN, Business Manager, Al aska State Enpl oyees Associ ation
(ASEA), said that the ASEA opposes HB 257 and reconmends that it
be held over. He offered his belief that it is very clear that
the pilot project has not been conpleted, and that the
| egi slature should evaluate the success or failure of that

project before expanding it. Referring to page 2 of the
aforenentioned letter regarding the first quarter audit, he
noted that it says in part: "It is clear from the audit

concl usi ons under ASCI managenent there has been no inprovenent
in service and the cost of goods to the state have actually

i ncreased. Based on these findings we recomrend that there be
no expansion of the pilot until ASCI's performnce denonstrates
significant benefit to the state.” He said he's been hearing

that there has been no inprovenent shown in the second quarter,
but acknow edged that such has yet to be substanti ated.

MR. DUNCAN urged the commttee to hold HB 257 over until the
af orenentioned results are provided and until the |egislature
has a chance to understand what has really happened with the
pilot project. He indicated that there is also a constitutiona

guestion, which has been provided to nenbers in the form of a
menor andum regardi ng denying Al aska busi nesses and i ndividuals

equal protection [under] the I|aw He suggested that the
comrittee review the nenorandum and that the conmttee
carefully consider what the result will be of allowing a private

contractor to conpletely bypass Title 36, the procurenent code,
as is proposed in HB 257.

MR. DUNCAN pointed out that Alaska's procurenent |aws were put
into place after careful consideration, are based on node
| egi sl ation, and have been updated. At the tine that those |aws
were established, the legislature worked to ensure that Al aska's
procurenent process was open and transparent, and that the
public's trust would be nmaintained. Passage of HB 257 wl|
allow the rules of procurenment to be set by [the DOA] and the
contractor, he remarked, adding his belief that "those who set
the rules will control the gane." He acknow edged that he's
heard that there is a lot of interest in streanmining the
process, but opined that such should not be done at the expense
of the public's trust.
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MR. DUNCAN noted that as a fornmer comm ssioner of the DOA, he
had simlar goals, and therefore woirked wth the chief

procurenent officer and others towards that end. The statutes
do not prohibit e-procurenent at this tine, he pointed out, but
such does require the proper tools. He urged the committee to

eval uate what those tools actually are and then given them to
the admnistration. He then asked the commttee to consider the
issue of privatization by reviewing the federal governnent's
"OVMB Circular No. A-76", which gives direction to the heads of
departnments and establishnments to be very careful with regard to
what gets privatized, and which also indicates that sone
activities are inherently governnental .

MR. DUNCAN relayed that the aforenmentioned docunent says in
part:

An inherently governnmental activity is an activity
that is so intimately related to the public interest
as to mandate performance by government personnel.
An inherently governnental activity involves
[e] xerting ultimate control over the acquisition, use,
or disposition of United States property (real or

per sonal , tangi bl e or i nt angi bl e), i ncl udi ng
est abl i shi ng policies or pr ocedur es for t he
collection, control, or disbursenent of appropriated

and ot her federal funds.

MR. DUNCAN noted that these directions are currently being
applied at the federal level, under an adm nistration that is
known to favor privatization, and suggested that simlar

direction should apply in the state of Al aska. I n concl usi on,
he offered his belief that there are nunmerous, inportant reasons
to hold the bill over for further careful consideration by the
committee.
3:54: 44 PM

BEN M LAM had his testinony read by Ken Brown as foll ows:

| have alnbst 30 years experience in logistics and
purchasi ng, and have attended nore fornmal classes on
purchasi ng than anyone in the state, including upper-

graduate |evel classes. | only nention this to
enphasi ze that formal purchasing for governnent is a
sci ence. It is often conplicated and very different
from buying groceries at the local grocery store. I n

| arge corporations, professional buyers are viewed in
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the incone category, rather than as expense, because
of the value they add to the purchasing process. In
government agencies, those professional buyers save
t housands of dollars that can be then used to support
progr ans.

These profits and savings are possible because
prof essional buyers are dedicated to their conpany or

agency m ssion. The buyers in the proposed program
will follow this sanme phil osophy. They are dedicated
to making noney for their conpany. They are not
dedicated to the governnent m ssion and cannot be if
they are loyal to their conpany. This is a very bad
pr ogram | am also very active with the National
Associ ation of Purchasing Managenent. At a recent
meeting we discussed the whole concept of contracting
out . Where private industry has contracted out the

purchasi ng function, however, all those that |I'm aware
of retained signature authority over purchases, had
docunents distributed on their own forns, and enforced
their own corporation rules. In all of those cases
the contractor provided only transactional wrk and
was hi dden from view on purchasi ng docunents.

Even though these private corporations maintained very
strict control over their contractors and even though
the prograns were successful for them contracting out
purchasi ng of a governnent agency and spending public
noney is quite different. In governnent purchasing,
public trust is essential. | belong to a newspaper
clipping service that «collects newspaper articles
nati onw de. | have a stack currently over an inch
t hi ck. Most of the articles collected in the past
year concerned corruption in governnent contracts.

There are two points here. One, contracts are
vul nerable to corruption because of the extrenely
| arge dollar volunme involved. Two, nost of us would

agree that all of these actions are wong and that
those involved should be punished; however, npst of
these offenses are not against the law in private
contracts. [A] private contractor can give contracts
to his friends if he wants to. It is his noney. He
can spend it where and how he likes. W can't do that
W th public noney. Citizens of Alaska deserve strict
accountability for their noney and we have a
procurenent code that makes that possible. This is a

HOUSE JUD COW TTEE -41- April 13, 2005



very bad contract and very poor public policy. Thank
you.

3:58: 07 PM

BARRY JACKSON, Procurenent Analyst; Project Manager; Programrer
Anal yst, Resource Data, Inc. (RDI), relayed that he is a retired
DOA Division of General Services (DGS) enployee, having served
as Contracting Manager, Deputy Director, and Acting D rector.
Wiile working for the DOA, he renmarked, he attenpted to bring
automation and inproved productivity to the DOA s procurenent
systens, and in pursuit of those goals visited other states to
exam ne their automati on systens. However, he noted, the State
of Al aska never adopted any of the procurenent systens used by
other states, and so frustrated by the state's inability to
bring automation to the DOA's DGS, he taught hinself to program
and then created applications that have since been used for
nearly 15 years.

MR, JACKSON went on to say:

When | first saw the RFP for this pilot program for e-
commerce tools and web tools ..., | knew | wanted to
be a part of this effort to inprove the state's
procurenent system and [so] | convinced ny conpany to
offer my services to Alaska Supply Chain Integrators
in support of their RFP response. | assisted [ASC]
in wnning the contract and have since devel oped nopst
of the internal procurenent policies used in the pilot
proj ect. |"ve also conducted training of [DOT&PF]
enpl oyees on "ASCI Smart Tool Applications" and
assisted in performance reviews internally. The ASC
tools, as they currently exist, are uniquely suited
and fitted to the State of Al aska; they've been highly
custom zed for the State's systens, and are better
than anything |I've encountered in any other state.

MR. JACKSON added:

In 1969, when | was hired, agencies of the state were
limted to being able to make $25 purchases
wi t hout coming back through the D vision of General

Servi ces. In other words, the State of Alaska's
procurenent systens were highly centralized at that
tinme. Over the years, because this [was] a very

paper-oriented system the nore demand that was placed
upon it, the longer things took, and there was a trend
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t owar ds decentrali zation, whi ch was strongly

accelerated in the md-80s. Subsequent to ... [sone]
scandals that [occurred], ... a procurenent code was
adopted which nmandates a centralized procurenent
system

However, decentralization kept apace to the point
where, now, | think it's fair to characterize the
State's procurenent system as strongly decentralized.
And that brings with it the attendant difficulties of
failure to consolidate repetitive procurenents, [of]
i ncreases in personnel because the services are being
perfornmed over and over again in various departnents,
and [of] ... enforcing the rules and procedures that
are required. Today, | think we have an opportunity
) to recentralize a lot of the procurenent through
the use of web tools and an automated system such as
the one that ASCH has. [It wll] ... provide for a
better servi ce, better accountability, better
productivity.

Business rules that the state now uses and tries to
enforce through paper processes can be enforced
through electronic neans, and | believe all-around
better efficiency and productivity can be realized.
As a manager, ny judgnent is that these tools are well
tailored to the job - they create efficiencies, which
i ncrease the productivity of the users. That increase
in productivity can be put to use in several ways.
The people that are doing the daily ordering have nore
time to do other things. In the centralized portion
of the current system the persons that are now doing
the buying are far nore efficient and productive in
doing their jobs and producing the work that cones in.

Right now we are in a period of transition; these are
dramatic changes that are being nmade, and there wl|
be chall enges, which are due to the conplexity and due
to the resistance to change or just plain resistance
due to potential for job |oss. My estimation, given
the "sea change" in the way the systens operate, is
that the transition has been going pretty well so far,
even given the resistance that's been encountered.
Regarding the subject of these quarterly audits, |
don't renenber, in nmy 30 years of State service as a
contracting official, ever doing quarterly audits on
any contractor.
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MR. JACKSON concl uded:

This level of scrutiny, were it applied to a state
agency, | ooking ... at the sane issues, would
undoubtedly reveal various issues of overspending and
such as [has] been alleged by others providing

testinmony here today. | guarantee that were | able to
spend that | evel of activity in scrutiny in
i nvestigating another agency quarterly, ... | would
find purchasing violations and overspendi ng. "' m not
offering that as an excuse, |I'm sinply saying that
this |evel of scrutiny is unprecedented in ny
experience, and | don't believe that any state agency
could withstand that |evel of scrutiny ... either.

CHAIR McGU RE said she would |eave public testinony open and
hol d HB 257 over.

ADJ CQURNMVENT
4:06:31 PM

There being no further business before the commttee, the House
Judiciary Standing Conmttee neeting was adjourned at 4:06 p. m
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