ALASKA STATE LEGQ SLATURE
HOUSE STATE AFFAI RS STANDI NG COW TTEE
February 16, 2006
8:08 a. m

VEMBERS PRESENT

Representati ve Paul Seaton, Chair
Representative Carl Gatto, Vice Chair
Representative Jim El ki ns
Representative Bob Lynn
Representati ve Jay Ranras
Representative Berta Gardner
Representati ve Max G uenberg

VEMBERS ABSENT
Al'l nenbers present
COW TTEE CALENDAR

HOUSE Bl LL NO. 238

"An Act relating to contribution rates for enployers and nenbers
in the defined benefit plans of the teachers' retirenent system
and the public enployees' retirenent system and to the ad-hoc
post-retirenent pension adjustnent in the teachers' retirenent
system requiring insurance plans provided to nenbers of the
teachers' retirement system the judicial retirement system the
public enployees' retirement system and the forner elected
public officials retirenent system to provide a list of
preferred drugs; relating to defined contribution plans for
menbers of the teachers' retirement system and the public
enpl oyees' retirement system and providing for an effective
date."

- MOVED CSHB 238( STA) OUT OF COWMM TTEE

CS FOR SENATE BI LL NO. 186(JUD)
"An Act relating to the Al aska Executive Branch Ethics Act; and
providing for an effective date."

- MOVED HCS CSSB 186( STA) OUT OF COW TTEE
HOUSE Bl LL NO. 347
"An Act relating to mandatory notor vehicle insurance, |icense

suspensi ons, and notices relating to notor vehicles and driver's
licenses.”
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- MOVED CSHB 347(STA) QUT OF COW TTEE

HOUSE BI LL NO. 344

"An  Act relating to the conmmssioner of admnistration's
appoi nti ng agents to perform for conpensati on certain
transactions related to vehicles; and providing for an effective
date."

- HEARD AND HELD

CS FOR SENATE BILL NO 12(STA)

"An Act relating to financial relationships wth persons
conducting business in or having headquarters in countries that
support or ignore slavery and trafficking in persons.™

- HEARD AND HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 238

SHORT TI TLE: PUBLI C EMPLOYEE/ TEACHER RETI REMENT
SPONSCR(s) : STATE AFFAI RS

03/ 30/ 05 (H READ THE FI RST Tl ME - REFERRALS
03/ 30/ 05 (H STA, FIN

03/ 31/ 05 (H STA AT 8: 00 AM CAPI TOL 106
03/ 31/ 05 (H Heard & Held

03/ 31/ 05 (H M NUTE( STA)

04/ 02/ 05 (H STA AT 10: 00 AM CAPI TOL 106
04/ 02/ 05 (H Heard & Held

04/ 02/ 05 (H M NUTE( STA)

04/ 05/ 05 (H STA AT 8: 00 AM CAPI TOL 106
04/ 05/ 05 (H Heard & Held

04/ 05/ 05 (H M NUTE( STA)

04/ 07/ 05 (H STA AT 8: 00 AM CAPI TOL 106
04/ 07/ 05 (H Schedul ed But Not Heard
04/ 09/ 05 (H STA AT 9: 30 AM CAPI TOL 106
04/ 09/ 05 (H Heard & Held

04/ 09/ 05 (H M NUTE( STA)

04/ 12/ 05 (H STA AT 8: 00 AM CAPI TOL 106
04/ 12/ 05 (H Heard & Held

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

04/ 14/ 05 (H STA AT 8:00 AM CAPI TOL 106
04/ 14/ 05 (H Heard & Held

04/ 14/ 05 (H M NUTE( STA)

04/ 16/ 05 (H STA AT 9:30 AM CAPI TOL 106
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04/ 16/ 05 (H Heard & Held

04/ 16/ 05 (H M NUTE( STA)

04/ 19/ 05 (H STA AT 8: 00 AM CAPI TCL 106
04/ 19/ 05 (H Schedul ed But Not Heard
04/ 20/ 05 (H STA AT 8: 00 AM CAPI TOL 106
04/ 20/ 05 (H) Schedul ed But Not Heard
04/ 21/ 05 (H STA AT 8: 00 AM CAPI TOL 106
04/ 21/ 05 (H <Bi || Hearing Cancel ed>
02/ 02/ 06 (H STA AT 8: 00 AM CAPI TCL 106
02/ 02/ 06 (H Heard & Held

02/ 02/ 06 (H M NUTE( STA)

02/ 14/ 06 (H STA AT 8: 00 AM CAPI TOL 106
02/ 14/ 06 (H Schedul ed But Not Heard
02/ 16/ 06 (H STA AT 8: 00 AM CAPI TCL 106

BILL: SB 186
SHORT TI TLE: EXECUTI VE BRANCH ETHI CS
SPONSOR(s): SENATOR(s) SEEKI NS

04/ 22/ 05 (S READ THE FI RST Tl ME - REFERRALS

04/ 22/ 05 (S) STA, JUD

04/ 26/ 05 (S STA AT 3:30 PM BELTZ 211

04/ 26/ 05 (S) Moved CSSB 186( STA) Qut of Conmmittee

04/ 26/ 05 (S) M NUTE( STA)

04/ 27/ 05 (S) JUD AT 8: 30 AM BUTROVI CH 205

04/ 27/ 05 (S Schedul ed But Not Heard

04/ 28/ 05 (S) STA RPT CS 3NR 1DNP
NEW Tl TLE

04/ 28/ 05 (S) NR: THERRI AULT, WAGONER, HUGGE NS

04/ 28/ 05 (S) DNP: ELTON

04/ 28/ 05 (S) JUD AT 8: 30 AM BUTROVI CH 205

04/ 28/ 05 (S Schedul ed But Not Heard

04/ 29/ 05 (S) JUD AT 8: 30 AM BUTROVI CH 205

04/ 29/ 05 (S LEGQ SLATI VE ETHI CS/ MEETI NGS

04/ 30/ 05 (S) JUD AT 9: 00 AM BUTROVI CH 205

04/ 30/ 05 (S Schedul ed But Not Heard

05/ 01/ 05 (S) JUD AT 4: 00 PM BUTROVI CH 205

05/ 01/ 05 (S) Moved CSSB 186(JUD) Qut of Conmittee

05/ 01/ 05 (S) M NUTE( JUD)

05/ 02/ 05 (S) JUD RPT CS FORTHCOM NG 1DP 1DNP 2NR
1AM

05/ 02/ 05 (S) DP: SEEKI NS

05/ 02/ 05 (S) DNP:  FRENCH

05/ 02/ 05 (S NR THERRI AULT, HUGGE NS

05/ 02/ 05 (S) AM GUESS

05/ 02/ 05 (S) JUD AT 8:30 AM BUTROVI CH 205

05/ 02/ 05 (S Moved Qut of Conmittee 5/1/05
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05/ 02/ 05 (S) M NUTE( JUD)

05/ 03/ 05 (S) JuD cs RECE| VED
NEW TI TLE

05/ 04/ 05 (S) RETURNED TO RLS COMM TTEE

05/ 08/ 05 (S) TRANSM TTED TO (H)

05/ 08/ 05 (S) VERS| ON: CSSB 186( JUD)

05/ 09/ 05 (H) READ THE FI RST TIME - REFERRALS

05/ 09/ 05 (H) STA, JUD

01/ 31/ 06 (H) STA AT 8:00 AM CAPI TOL 106

01/ 31/ 06 (H) Heard & Hel d

01/ 31/ 06 (H) M NUTE( STA)

02/ 14/ 06 (H) STA AT 8:00 AM CAP| TOL 106

02/ 14/ 06 (H) Heard & Hel d

02/ 14/ 06 (H) M NUTE( STA)

02/ 16/ 06 (H) STA AT 8:00 AM CAP| TOL 106

Bl LL: HB 347
SHORT TI TLE: MOTOR VEHI CLE | NSURANCE/ LI CENSE/ NOTI CES
SPONSOR(s) : REPRESENTATI VE(s) GARA, LYNN

01/ 09/ 06 (H) PREFI LE RELEASED 1/ 6/ 06
01/ 09/ 06 (H) READ THE FIRST TIME - REFERRALS
01/ 09/ 06 (H) STA, JUD

01/ 31/ 06 (H) STA AT 8:00 AM CAPI TOL 106
01/ 31/ 06 (H) Heard & Hel d

01/ 31/ 06 (H) M NUTE( STA)

02/ 14/ 06 (H) STA AT 8:00 AM CAPI TOL 106
02/ 14/ 06 (H) Heard & Hel d

02/ 14/ 06 (H) M NUTE( STA)

02/ 16/ 06 (H) STA AT 8:00 AM CAPI TOL 106
BILL: HB 344

SHORT TI TLE: VEH CLE TRANSACTI ON AGENTS
SPONSOR(s): REPRESENTATI VE(s) KOHRI NG RAMRAS

01/ 09/ 06 (H) PREFI LE RELEASED 1/ 6/ 06

01/ 09/ 06 (H) READ THE FIRST TIME - REFERRALS
01/ 09/ 06 (H) STA, FIN

02/ 16/ 06 (H) STA AT 8:00 AM CAPI TOL 106
BILL: SB 12

SHORT TITLE: HUMAN TRAFFI CKI NG SEXTOURI SM PROCUREMENTS
SPONSOR(s): SENATOR(s) DYSON

01/ 11/ 05 (S) PREFI LE RELEASED 12/ 30/ 04
01/ 11/ 05 (S) READ THE FI RST TI ME - REFERRALS
01/ 11/ 05 (S) STA, JUD
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02/ 08/ 05 (S) STA AT 3:30 PM BELTZ 211

02/ 08/ 05 (S) Heard & Held

02/ 08/ 05 (S) M NUTE( STA)

04/ 14/ 05 (S) STA AT 3:30 PM BELTZ 211

04/ 14/ 05 (S Moved CSSB 12(STA) Qut of Conmittee

04/ 14/ 05 (S) M NUTE( STA)

04/ 15/ 05 (S) STA RPT CS FORTHCOM NG 4DP

04/ 15/ 05 (S DP: THERRI AULT, HUGGE NS, DAVI S, ELTON

04/ 18/ 05 (S) STA CS RECEI VED
NEW Tl TLE

04/ 26/ 05 (S) JUD RPT CS(STA) 4DP 1NR

04/ 26/ 05 (S) DP: SEEKI NS, FRENCH, THERRI AULT,
HUGA NS

04/ 26/ 05 (S) NR GUESS

04/ 26/ 05 (S) JUD AT 8: 30 AM BUTROVI CH 205

04/ 26/ 05 (S) Moved CSSB 12(STA) Qut of Conmittee

04/ 26/ 05 (S) M NUTE( JUD)

05/ 02/ 05 (S) TRANSM TTED TO (H)

05/ 02/ 05 (S) VERSI ON:  CSSB 12( STA)

05/ 03/ 05 (H READ THE FI RST Tl ME - REFERRALS

05/ 03/ 05 (H STA, JUD

02/ 16/ 06 (H) STA AT 8: 00 AM CAPI TOL 106

W TNESS REG STER

TRACI CARPENTER, Project Manager

Central Ofice

Division of Retirenent & Benefits

Depart ment of Adm nistration

Juneau, Al aska

POSI TI ON  STATEMENT: Answered a question pertaining to an
anmendnent during the hearing on HB 238.

REPRESENTATI VE VI C KOHRI NG

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: As one of the prine sponsors, presented HB
344.

DUANE BANNOCK, Director

Director's Ofice

Di vision of Mtor Vehicles

Depart ment of Adm nistration

Anchor age, Al aska

POSI TI ON  STATEMENT: Answered questions on behalf of the
di vision during the hearing on HB 344.
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CARROL LYBERGER

Lyberger's Car & Truck Sales, LLC ("Lyberger's")

Anchor age, Al aska

PCSI TI ON  STATEMENT: Testified in support of a surcharge for
busi ness partners of Al aska's Division of Mtor Vehicles, during
t he hearing on HB 344.

JI M ARPI NO

Af fordabl e Used Cars, Fairbanks and Anchor age;

Board nenber

Al aska Autonotive Deal ers Associ ation

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 344.

DEANNA SLACK, Ceneral Manager

Cal Wort hington Ford

Anchor age, Al aska

PCSI TI ON STATEMENT:  Tal ked about the custoner service aspect of
being a business partner wwth DW and answered questions during
t he hearing on HB 344.

JOHN | MMEL, Past Co- Owner

CGene's Chrysler

Fai r banks, Al aska

PCSI TI ON  STATEMENT: Enphasi zed the efficiency provided by
busi ness partners of DW, during the hearing on HB 344.

SENATOR FRED DYSON

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified as sponsor of SB 12.

JASON HOOLEY, Staff

to Senator Fred Dyson

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Answered a question on behalf of Senator
Dyson, sponsor of SB 12.

ACTI ON NARRATI VE

CHAIR PAUL SEATON called the House State Affairs Standing
Commttee neeting to order at 8:08:53 AM Present at the cal
to order were Representatives Lynn, Ranras, Gardner, and Seaton
Representatives Gatto, Elkins, and Guenberg arrived as the
nmeeti ng was in progress.
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HB 238- PUBLI C EMPLOYEE/ TEACHER RETI REMENT

8: 09: 28 AM

CHAI R SEATON announced that the first order of business was
HOUSE BILL NO 238, "An Act relating to contribution rates for
enpl oyers and nenbers in the defined benefit plans of the
teachers' retirenment system and the public enployees' retirenent
system and to the ad-hoc post-retirement pension adjustnment in
the teachers' retirenent system requiring insurance plans
provided to nenbers of the teachers' retirement system the
judicial retirement system the public enployees' retirenent
system and the former elected public officials retirenent
systemto provide a list of preferred drugs; relating to defined
contribution plans for nmenbers of the teachers' retirenent
system and the public enployees’ retirement system and
providing for an effective date."

[Before the conmttee was CSHB 238, Version 24-LS0761\R, Wayne,
1/ 31/ 06. ]

8:10: 43 AM

CHAI R SEATON, after ascertaining that there was no one to
testify, closed public testinony.

8:11: 01 AM

CHAI R SEATON noved Amendnent 1, |abeled, 24-LS0761\R 1, Wayne
2/ 7/ 06, which read as foll ows:

Page 2, line 5, following "to"
Insert "the average salary of all enployees of

the enpl oyer multiplied by"
8:12:15 AM
REPRESENTATI VE GARDNER obj ected for discussion purposes, and she
asked Chair Seaton to clarify how the | anguage of the bill would
read with Anendnent 1.
8.12: 44 AM

CHAI R SEATON expl ai ned that the |anguage, beginning on [page 2],
line 3, would read as follows:
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(1) applying the enployer's past service cost rate, up
to an anount equal to the blended enployer past
service cost rate, as calculated on the enployer's
entire wage base, to the average salary of al
enpl oyees of the enployer nultiplied by the nunber of
enpl oyees of that enployer who are nenbers of the
public enployees' defined contribution plan in AS
39. 35. 700- 39. 35. 990;

CHAI R SEATON said the |language currently on [page 2, |ines 3-6]
sets out a calculation forrmula, but it is mssing the |anguage
of Anmendnent 1.

8:13:14 AM

REPRESENTATI VE GARDNER r enoved her objection

CHAIR SEATON asked if there was any further objection to
Amendnent 1. There being none, it was so ordered.

8:13:24 AM

CHAI R SEATON noved Amendnent 2, |abeled, 24-LS0761\R 3, Wyne
2/ 7/ 06, which read as foll ows:

Page 2, lines 20 - 21:
Delete all material:
| nsert "contribution pl an est abl i shed in
AS 39.35.700 - 39.35.990 and the defined benefit plan
established in AS 39.35.095 - 39.35.680;"
8:13:34 AM
REPRESENTATI VE GARDNER obj ected for di scussion purposes.
8:13:45 AM
CHAI R SEATON expl ained that the identifying statutes on page 2,
lines 20-21, are in the wong order, and Anendnent 2 corrects
t hat m st ake.
8:14.: 04 AM
REPRESENTATI VE GARDNER r enoved her objection to Amendnent 2

CHAI R SEATON asked if there was any further objection. There
bei ng none, Amendnment 2 was adopt ed.
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8:14: 21 AM

CHAI R SEATON noved Anmendment 3, which read as follows [origina
punct uation provided]:

Page 2, lines 7-14

Del ete all materi al
REPRESENTATI VE GARDNER obj ected for di scussi on purposes.
8:15: 36 AM

CHAIR SEATON stated his assunption that regarding enployer
contribution rates in nunicipalities wth |ow conpensated
el ected officials, "the entire normal [nedical] cost associated
with that person is spread anong the rest of the individuals of
that enployer and is calculated in that enployer's rate.” He
said he would |ike confirmation that that is true.

8:15:51 AM

TRACI CARPENTER, Project Manager, Central Ofice, D vision of
Retirement & Benefits, Departnment of Admnistration, confirned
that Chair Seaton's statenent is true. She rephrased the
concept as follows: "The way that calculation works by the
actuary is they determne what the dollar cost amount is for
nmedi cal benefits for all of the participating nmenbers for that
year, and then, having arrived at the dollar anount, they divide
that by the wage base to arrive at the contribution anount."”

8:16: 18 AM

CHAI R SEATON asked if that is also the case in Tiers I, Il, and
1l of the defined benefits program

8:16: 32 AM
M5. CARPENTER answer ed yes.
8:16: 38 AM

CHAI R SEATON explained that Anmendnment 3 would renpove | anguage
that is not necessary.

8:17: 07 AM
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REPRESENTATI VE GARDNER r enoved her objection to Arendnent 3.

CHAIR SEATON asked if there was any further objection to
Amendnent 3. There being none, it was so ordered.

8:17:23 AM

REPRESENTATIVE LYNN noved to report CSHB 238, Version 24-
LSO761\ R, Wayne, 1/31/06, as anended, out of conmittee wth
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 238(STA) was reported out of the
House State Affairs Standing Conmittee.

The comm ttee took an at-ease from8:19:01 AMto 8:19:40 AM

SB 186- EXECUTI VE BRANCH ETHI CS

CHAI R SEATON announced that the next order of business was CS
FOR SENATE BILL NO 186(JUD), "An Act relating to the Al aska
Executive Branch Ethics Act; and providing for an effective
date. "

[Before the commttee was HCS CSSB 186, Version 24-LS0874\ X,
Wayne, 1/30/06, as amended. ]

8:19:49 AM
REPRESENTATI VE GARDNER noved to adopt Amendnent [9], as foll ows:

Page 1, line 11, following ";":
| nsert "or"

Page 1, lines 12 - 14:

Delete "financial interest in a matter is held in
a blind trust or the public officer does not have
managenent control over the financial interest; or

OF

Page 3, line 18, through page 4, line 1
Delete all material .

Renunber the followi ng bill sections accordingly.

Page 9, line 31, through page 10, line 3:
Del ete "establishnment of a blind trust for a
period of tine or under conditions determ ned
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appropriate, placenment of the financial interest into
an investnent where the enployee does not have
managenent control over the financial interest,"”

I nsert " [ ESTABLI SHVENT OF A BLIND TRUST, ]"

REPRESENTATI VE GARDNER directed attention to an article
[included in the committee packet], entitled, "Frist Was Updated
On Blind Trust,"” from CBS News, [dated 9/26/05]. She indicated
that the article speaks to the heart of her concern about blind
trusts that "they are not necessarily blind.” She explained, "I
t hi nk that people understand that if sonebody puts their assets
in a blind trust, they mght have reason to believe that they

will still benefit from decisions nade while those assets are in
a blind trust." She conti nued:
| think, for exanple, ... [Vice President D ck] Cheney

has assets related to his service with Halliburton
[ Company] and stock. And they're in a blind trust,
but I think that everybody understands that when he's

out of office, he'll probably be a very nuch wealthier
man than when he entered, in part because of his
relationship with Halliburton. And there's nothing
illegal about that, but it does raise - rightly - a
public concern. | personally believe that if you want
to serve in governnent office and you have personal
i nt erest in particular conpanies or busi nesses,

putting them in a blind trust does not renove that
interest, even though you may not, on a day-to-day
basis know what is in the trust. You know what you
put in [and] there's an expectation of what cones out.
And | think that even if the decisions you nake as a
public official are not considering your personal
benefit, the perception that it does is there. And in
this life, perception is sonetinmes even nore inportant
than reality. If we want public trust in governnent,
we nust renove any perception of conflict of interest
in every way we can.

REPRESENTATI VE GARDNER revealed that she had tried to get an
attorney, accountant, or someone who deals with blind trusts to
address this issue on the record. She related that one nman
| aughed and said, "Ch, you nean |eaky, peaky trusts." She said
she thinks that's very telling. She expl ained that, given the
i nportance of the issue of confidence in governnment, she is
of fering Anendnent [9].

8:23:07 AM
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REPRESENTATI VE RAMRAS obj ected to Anendnent [9].
8:23:22 AM
CHAI R SEATON noted that also included in the conmttee packet is

an article from the New Jersey Departnent of Law & Public
Safety, entitled, "Executive Conm ssion on Ethical Standards.™

He said, "... You'll notice that at least in this case, nothing
that's required to be recorded in a public office can be put in
a blind trust. That's because anything that's recorded in a
public office is then, of course, known." He noted that Al aska

uses the Alaska Public Ofices Commission's (APOC s) rule for
financial disclosures for elected officials. He said, "For this
case it doesn't seem like we have the ability on elected
officials.” He referred to a portion of the handout show ng the
New Jersey departnent's standards, which read:

The trust shall not contain investnents or assets in
which the holder's ownership right or interest is
required to the [sic] recorded in a public office or
those assets whose permanency nakes transfer by the
trustee inprobable or inpractical; these investnents
or assets would include, but not be limted to,
busi nesses, r eal est at e, security interests in
personal property and nortgages;

CHAI R SEATON remarked, "The probability that those will remain
in the trust is extrenely high, and therefore a person that puts
sonmething in that trust would have the know edge that those

basically nonliquid assets would remain in the trusts.” He
rem nded the commttee, "This does not renove blind trusts from
t he government. All this does is renove blind trusts as an
absol ute, nonconflict of interest; so, if you put sonething into
a blind trust under this bill, you absolutely don't have any
conflict of interest - even if you just put it in and you know
it's there." He said he believes that's the thrust of the two
articl es.

8:26:10 AM

A roll call vote was taken. Representatives Gardner, G uenberg,
Gatto, and Seat on vot ed in favor of Amendment 9.
Representatives Elkins and Ranras voted against it. Ther ef or e,

Amendnent 9 passed by a vote of 4-2.

8:26:56 AM

HOUSE STA COWM TTEE -12- February 16, 2006



REPRESENTATI VE GRUENBERG noved to adopt Amendnment 10, which read
as follows [original punctuation provided]:

Page 2, lines 3-4:
Delete all material and insert:

"(B) does not own stock or options to boy
stock that, when conbi ned,

(i) equal nore than one percent of the stock
in the business; or

(1i) have a total wvalue of nore than
$10, 000; "

8:27: 04 AM

CHAI R SEATON obj ected for discussion purposes.

8:27:52 AM

REPRESENTATI VE GRUENBERG noted that there is a typographical
error in the amendnent: "boy" should read, "buy". [ The
commttee treated Representative G uenberg's notice of the error
as sufficient to change the error - no anmendment necessary.]
Representative Guenberg remnded the conmmttee of its

di scussion [during the 2/14/06 hearing on SB 186] regarding
whet her stock options should be included in addition to the
actual shares of stock, at which time the sponsor, Senator Ral ph
Seekins, said he did not object.

8:28: 25 AM

CHAI R SEATON renoved his objection. He asked if there was any
further objection to Armendnent 10. There being none, Anmendnent
10 was adopt ed.

8:28:40 AM

REPRESENTATI VE GRUENBERG noted that there were [three other
anendnents] stapled to the back of the adopted Amendnent 10.

8:29:11 AM

REPRESENTATI VE GRUENBERG noved to [rescind the comittee's
action in adopting] Anmendnent 10. There being no objection, it
was so ordered.

8:29:40 AM
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REPRESENTATI VE GRUENBERG noved to adopt

whi ch
previ ously],
as follows [original
changed] :

i ncl udes the

Conceptual Anendnent 11,
resci nded Anendnent 10 [text provided
plus the follow ng anmendnents conbined, which read

punctuation provided with sonme formatting

Page 2, lines 5-6:
Delete all material and insert:
"(C) owns
(i) less than one percent of the equity
interest in the business; or
(1i) an equity interest in the business
worth |l ess than $10, 000; "
Page 2, line 10:
| nsert:
after "provide" insert "or have an option to
provi de"
Page 2, line 12:
| nsert:
after "contract" insert "or have an option
for a contract"
8:31:14 AM
CHAI R SEATON, regarding the part of the anendnent addressing
page 2, lines 5-6, explained that "equity interest” means a
partnership w thout a stock.
8:32: 04 AM
REPRESENTATI VE GRUENBERG noved Conceptual Amendnment 1 to [the
portion of] Conceptual Amendnent 11 [which addresses page 2,
lines 5-6], to insert "or has an option to buy" after "(Q
owns" .

CHAI R SEATON asked
Amendment
was so ordered.

8:32:45 AM
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REPRESENTATI VE GATTO [referred to the portion of Amendnent 11
that read: "(i) less than one percent of the equity interest in
the business; or"], and questioned the use of the word "or". In
response to Chair Seaton and Representative Guenberg, he
expl ained that he thinks the intent of the anendnent is to have
a person to satisfy both of these requirenments, not one or the
ot her.

8:33:45 AM

REPRESENTATI VE GRUENBERG sai d he thinks Representative Gatto nmay
be right. He said he thinks there should be an "and" there. He
said he would accept Representative Gatto's suggestion as a
“friendly amendnent.”

[ The commttee treated Representative Gatto's suggestion as an
adopt ed Conceptual Amendnment 2 to Amendnent 11.]

8:35: 59 AM

REPRESENTATI VE GRUENBERG spoke to the renminder of Conceptual
Amendrment 11 - the portions of which address page 2, line 10,
and page 2, line 12. Regarding the former, Representative
Gruenberg said, "W do not want sonebody to have an arrangenent
where they have a sweetheart deal that they're going to be
provi ding personal services, and this just says, 'or have an
option to provide' ." Regarding the latter, he said the sane
goes for contracts; "we don't want them to either have a
contract or an option for a contract."”

8:36: 08 AM

CHAI R SEATON renoved his objection to Conceptual Amendnent 11,
[ as anended]. He asked if there was any further objection to
Amendnent 11, as anended. There being none, it was so ordered.

8:36:41 AM

REPRESENTATI VE RAMRAS expressed concern with the recent series

of conceptual anendnents. He stated, "It just seens like that's

the whole nature of everything we're doing here is just

suggesting that sonebody [who] applies for a job in the

executive branch nust be dishonest to even make [an] application
He offered | anguage to that effect.

8:37:25 AM
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CHAI R SEATON responded that l|aying out a good groundwork for
saying what a nenber of the executive branch should not do is
not an accusation; it gives clarity to what is not acceptabl e.

8:38: 57 AM

REPRESENTATI VE GRUENBERG noved to report HCS CSSB 186, Version
24-1.S0874\ X, Wayne, 1/30/06, as anended, out of commttee wth
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, HCS CSSB 186( STA) was reported out of
the House State Affairs Standing Comrttee.

hb383
HB 347- MOTOR VEHI CLE | NSURANCE & NOTI CE

[ Cont ai ns di scussion of HB 383.]
8:39: 50 AM

CHAI R SEATON announced that the next order of business was HOUSE
BILL NO 347, "An Act relating to mnmandatory notor vehicle
i nsurance, |icense suspensions, and notices relating to notor
vehicles and driver's |licenses."

CHAI R SEATON offered his recollection of the end of the | ast
commttee neeting as follows:

When we |last concluded we had rescinded action in
adopting 7a .... So, Anendnent 7 is before us and |
am not offering 7a. And | want to give everybody an
expl anation of why not. For forfeiture of vehicle
that is available to the court, there is a "may" in
the current statute. This anmendnent woul d have nmade
it mandatory on the second offense; however, a vehicle
could have been wecked, the state would have been
required to forfeit, take the forfeiture of the
vehicle, and would have been then required to pay off

the lien on the vehicle. And so, uni nt ended
consequences we try to catch. So, 7a wll not be
of fered.

CHAI R SEATON announced that Amendment 7b has been offered.

* Sec. 6. AS 28.40 is anended by adding a new
section to read:
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Sec. 28.40.080. Inpoundnent of notor vehicle when
arrested for certain offenses. On the arrest of a
person for a violation of AS 28.15.291, AS 28.33.030
28.33.031, AS 28.35.030, or 28.35.032, the notor
vehicle used in the comm ssion of the offense shall be
i npounded. If the notor vehicle is not forfeited, the
not or vehicle shall be held for six nonths, unless the
person is acquitted of the offense. The cost of tow ng
and storage of the vehicle is a lien on the vehicle.
| f another person clainms an ownership or security
interest in the notor vehicle and establishes that the
interest predated the offense and was acquired by the
other person in good faith, the vehicle my be
released to that other person if the person pays the
accrued cost of towing and storage of the vehicle."

8:41: 37 AM

REPRESENTATI VE GRUENBERG noved Anendnment 1 to Amendnent 7b, to
del ete the sentence beginning on page 3, line 15 [as nunbered on
t he amendnent], which read as foll ows:

"I'f the notor vehicle is not forfeited, the notor
vehicle shall be held for six mnonths, unless the
person is acquitted of the offense.”

CHAI R SEATON asked if there was any objection to Arendnment 1 to
Amendnent 7b. There being none, it was so ordered.

8:42: 25 AM

REPRESENTATI VE GRUENBERG stated his understanding that he had
objected to Anendnent 7b and, thus, renoved his objection.

8:42:46 AM

CHAI R SEATON asked if there was further objection to Amendnent
7b [as amended]. There being none, Anendnent 7b, [as anended]
was adopt ed.

8:43: 29 AM

CHAIR SEATON, in response to a request from Representative
Gardner to review the outcone of the commttee's actions
regardi ng inmpoundnent, indicated that the anendnent | anguage
regarding forfeiture had not been adopted, but the anmendnent
| anguage regardi ng i npoundnment had. He offered further details.
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8:45:39 AM

REPRESENTATI VE GARDNER asked what happens if a vehicle is
i npounded and never cl ai ned.

8:45:55 AM

REPRESENTATI VE GRUENBERG related that Representative Grdner
could find the answer to her question in AS 28. 10.502.

8:47:26 AM

REPRESENTATI VE GARDNER noved to report HB 347, as anended, out
of comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanying fiscal notes. There being no objection, CSHB

347(STA) was reported out of the House State Affairs Standing
Committee.

HB 344- VEH CLE TRANSACTI ON AGENTS

8:48: 05 AM

CHAI R SEATON announced that the next order of business was HOUSE
BILL NO 344, "An Act relating to the comm ssioner of
adm nistration's appointing agents to perform for conpensation
certain transactions related to vehicles; and providing for an
effective date."

8:48: 15 AM

REPRESENTATI VE VI C KOHRI NG, Al aska State Legislature, as one of
the prinme sponsors of HB 344, said the bill would inprove the
service the Division of Mtor Vehicles (DW) provides to the
public by allowing the [advanced business partnerships (ABPS)]
already doing contract work for DW to keep a portion of the

revenue generated from the transactions they conduct. The point
of using ABPs is to lessen the workload of DWW, thereby
i nprovi ng custonmer service. He related that the Al aska
Departnment of Fish & Ganme (ADF&GS contracted wth private
entities to issue its fishing licenses. He said currently the
bill provides that the ABPs be paid 15 percent; however, he
suggested that anmpunt could be Ilowered to 7.5 percent.
Representative Kohring described the bill concept as a win-win

situation, because it wuld benefit DW, the ABPs, and the
publ i c.
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8:51:42 AM

REPRESENTATI VE KOHRING directed attention to the fiscal note,
whi ch shows a $491,000 [change in revenues], and he noted that
no general fund nonies would be involved. He brought attention
to letters of support from Capital Chevrolet - an ABP - and the
Al aska Auto Deal ers Associ ation (AADA). He said AADA noted it
woul d support the change from 15 to 7.5 percent.

8:53: 03 AM

REPRESENTATI VE GATTO noved to adopt the proposed committee
substitute, Version 24-1S1082\Y, Bannister, 1/30/06, as a work
draft. There being no objection, Version Y was before the
comittee.

8:53: 36 AM

REPRESENTATI VE GATTO noted that there is a letter in the
commttee packet from an individual concerned that "the noney
will sinply be reflected in additional markup."” He asked, "Is
there anything in the legislation that ... keeps this separate
fromthe markup?"

8:53: 56 AM

REPRESENTATI VE KOHRI NG answered no. He said the anobunt of a
surcharge would be left to the ABP' s discretion. He surm sed
that if the custonmer decides that the ampunt charged is too
hi gh, then he/she would sinply go el sewhere, for exanple, to the
DW office or to another ABP.

8:54:30 AM

CHAI R SEATON asked Representative Kohring to confirm that there
is no requirenment that a person nust use an ABP; he/she could
choose to go the DW.

8:55: 00 AM

REPRESENTATI VE KOHRI NG answered that's right.

8:55: 08 AM

REPRESENTATI VE GATTO asked, "[Excluding] taxes and fees, what's
left in a DW registration?”
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8:55:15 AM

REPRESENTATI VE KOHRING said that would be a question for the
director of DW, Duane Bannock.

8:55: 32 AM

REPRESENTATI VE GARDNER sai d she has bought only one new car, and
she said it was convenient to have the dealer do the paperwork.
She said she cannot renenber whether or not she paid a fee at
the time. She stated her understanding that there is paperwork
related to the title, perhaps, that runs approximtely $199.
She asked Representative Kohring, "Do you know ... what that fee
would ... [cover] besides title processing? Are there other
docunents that are covered by a fee |ike that?"

REPRESENTATI VE KOHRI NG responded, "Not that |I'm aware of." I n
response to a request for clarification from Chair Seaton, he
confirmed that he is not aware of any restriction that charges
made for paperwork processing can be nmde only for DW
paper wor k.

8:56: 57 AM

REPRESENTATI VE RAMRAS said he bought a used car recently and
paid a docunent fee of $199, which he was told was "an arbitrary
charge that dealerships just tend to include.” He i ndicated
that that is a separate issue that the legislature nay want to
address in the future. He revealed that he paid a registration
fee of $15, and he figured that 7.5 percent of that fee would be
about "one dollar and sone cents,"” which would go to [the ABP]
instead of to the DW. He stated, "Although it's a negative

fiscal note, | think we will learn fromthe director of DW that
the [Division] of Mtor Vehicles generates about $63 mllion to
the State of Alaska in fees, and this wll certainly mintain

some of the efficiency at the DW."
8:58:42 AM

REPRESENTATI VE KOHRING in response to a series of questions
from Representative Ranras, said he thinks people despise going

to the DW because of the long lines involved, they don't I|ike
going nore than necessary, and they probably don't 1ike going
during their lunch or dinner hour. He shared that his

experience at an ABP was a pl easant one. He enphasi zed that he
is not criticizing the fine DW staff, only the |aborious
process.
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9:00: 25 AM

CHAI R SEATON asked if the advanced business partners wll be
able to do everything that the DW does, other than issuing a
driver's test and a driver's license.

9:01: 59 AM

REPRESENTATI VE KOHRI NG said he thinks the answer to that is yes,
but he would like the director of DW to verify that is true.

9:02: 22 AM

CHAI R SEATON directed attention to [the second paragraph of] the
third page of [a three-page docunment attached to the sponsor
statenent, entitled "H story of the DW Business Partnership
Progrant], which read as follows [ origi nal punct uati on
provi ded] :

We propose that after conpletion of one year of good
standing in the departnments [sic] discretion, the
ABP's [sic] be allowed to retain seven and one half

percent (7.5% of all state revenue coll ected,
excluding MVRT and, of course, any surcharge of their
own.

CHAI R SEATON asked if that neans soneone would have to be a
busi ness partner for a year before he/she could beconme an ABP.

9:02: 52 AM

REPRESENTATIVE KOHRING said that is old infornmation in the
commttee packet and is not part of current pr oposed
| egi sl ati on.

9:03: 24 AM

REPRESENTATI VE GARDNER, regarding the aforenentioned conparison
bet ween this proposed |egislation and ADF&G s contracti ng out of
fishing license services, pointed out that contractors that
issue fishing licenses are not allowed to charge any fee above
and beyond the percentage nmade on the sale, while the ABP could
practice "double dipping." She asked if that is correct.

9:04: 30 AM
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REPRESENTATI VE KOHRI NG answered yes. In response to a follow up
guestion from Representative Gardner, he explained that the idea
for HB 344 was brought to his attention by the director of DW.

9: 05: 09 AM

CHAIR SEATON said it seens like an ABP is simlar to a contract
agent . He asked if that is true, and if ABPs will be able to
offer road permts, as well.

9: 05: 50 AM

REPRESENTATI VE KOHRI NG said he doesn't think the answer is yes
to that question, because the service that ABPs provide is
restrictive.

9: 06: 46 AM

REPRESENTATI VE  KOHRI NG, in response to a question from
Representative Gatto, said he is not aware of any restriction in
state statute regarding the anobunt of surcharge that a dealer
can exact.

9: 06: 56 AM

REPRESENTATI VE GATTO opined, "They don't need to be asking for
any other nmoney if they can sinply adjust the surcharge to nmake
it confortable for thensel ves."

9:07:35 AM

REPRESENTATI VE KOHRING said, "I think this legislation would
enable the consuner to continue to pay essentially the sane
rates, wthout those rates having to go up."

9:08: 26 AM

REPRESENTATI VE CRUENBERG asked Representative Kohring if when
M. Bannock suggested the need for this legislation, he
indicated that the car dealers in Alaska are in trouble and need
the extra help fromthe state.

9: 08: 38 AM

REPRESENTATI VE KOHRI NG answer ed no.

9:08:42 AM
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DUANE BANNOCK, Director, Director's Ofice, D vision of Mtor
Vehi cl es, Departnment of Adm nistration, relayed that his boss,
Comm ssi oner Nordstrand, has described him as entrepreneur. M.
Bannock said his single goal in comng to the division was and
is to shorten the wait |line at DW. He stated that HB 344 woul d
create "a better free-market ability as it pertains to the
services of the DW."

9:11:12 AM

MR. BANNOCK said the bill is design with two main functions:
one, to reinforce the ABP program as a strategy to shorten wait
tines at the DW, and two, to provide fundanental fairness to
t hose agents who are performng the statutory obligations of the
DW. He stated, "It's inportant to renenber that today there is
no alternative for the recovery of any of these fees, other than
that process.” M. Bannock said another bill, HB 383, has been
filed, which addresses the subject of docunment "doc" fees, and
he asked that the commttee keep the issue of doc fees separate
fromthe issue addressed through HB 344.

MR. BANNOCCK, regarding Representative Gardner's previous mention
of buying a new car, explained that it is inportant to renenber
that the rules for sonmeone who buys a car are different,
depending on whether the car is bought from a neighbor or a

deal er. He noted that AS 28.10.291 requires the dealer to
process paperwork, a law that M. Bannock said is a good one.
If it did not exist, then customers could say they will do the

work and then forget to do it.

9:14: 36 AM

MR. BANNOCK said one of his goals has been to "expand the
ability of what the business partners can do." In 2003, ABPs
could only carry out a transaction for a title on a new car
sal e. He said the division has since trained the ABPs to
execute used car titles and out-of-state titles. He said the
nunber of ABPs has expanded. He directed attention to a chart
in t he comm ttee packet showi ng t he expansi on in

responsibilities and participation, and he said it correlates
with a decreasing wait tinme for the public at the DW offices.

MR. BANNOCK, regarding the issue of the surcharge, confirned
that there is nothing in HB 344 that prevents, attenpts to
l[imt, or even addresses a surcharge. Not wi t hst andi ng that, he
stated that, based on his opinion of the free market, if an
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[ ABP] continues to raise its surcharge to the point that it is
no |onger generating any revenue, [the program "wll inplode

9:17:10 AM

MR. BANNCCK stated that a |large portion of the DW s revenue is
called, "Mtor Vehicle Registration Tax (MRT)." He descri bed
MVRT as "local governnent's best friend." Some nunicipalities
in Alaska have adopted an MWRT, while others have not. M.
Bannock said HB 344 "does not pay the 7.5 percent on |ocal
government fees." He said the typical customer in Al aska pays

$100 every two years for vehicle registration. He continued:

Sounds to ne I|like the vehicle that Representative
Ranras purchased still had valid registration on it,
thus, the only fee that the dealership collected was
$15. It's inmportant to note, however, that the work

that the dealership does in processing that $15
transaction is the sane anmount of work that they woul d
[do] if he was paying full fees of $115.

9:19:23 AM

CHAI R SEATON noted for the record that Representative Ranras is
the other prinme sponsor of the bill.

9:20: 14 AM

REPRESENTATI VE RAVRAS told Representative Gardner that for her
benefit he asked his staff to include a copy of the
af orenenti oned HB 383, sponsored by Representative Les Gara. He
said HB 383 addresses the issues of doc fees, and he reiterated
that that issue, although valid, is totally separate from the
i ssue of HB 344.

9:21: 08 AM

REPRESENTATI VE GARDNER said after hearing M. Bannock speak, she
| ooked up AS 28.10.291 and now understands the issue of vehicle
dealers being required to process title and registration
docunent s. She asked if there is any reason to think that the
anount those dealers are currently charging doesn't cover their
costs.

9:21:58 AM
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MR. BANNOCK responded that he is not qualified to answer that
guestion. Notwi thstanding that, he offered a phil osophical view
that there surely is alimt to what they charge, and that [imt

is a direct correlation to how nuch a customer is willing to
pay. He said the aforenentioned statute "is probably the
genesis of the business partnership program” He said dealers

are not only under statutory obligation to get the paperwork
done, they are also wunder a statutory tineline to do so.

9:23: 53 AM

REPRESENTATI VE GARDNER asked if it would be reasonable to say
that the DW is much nore efficient and those who are submtting
the paperwork are no longer in any danger of being in default
because of sl owness.

9:24.: 04 AM

MR. BANNOCK replied that there are still issues on the horizon
that will create work for the DW and, thus, could slow its
process down. For that reason, he said, the division cannot

afford a preenptive strike of the ABPs, which would result in
t he work now being done by themto be sent back to the DW. M.
Bannock enphasi zed the val ue he places on the ABPs.

9:25:19 AM

MR, BANNOCK, in response to a question from Representative
Gardner, said alnost 100 percent of the vehicle registrations
and titles are conducted through a conmputer, with the exception
that the DW provides support and the necessary docunents to the
ABPs.

9:26: 29 AM

MR. BANNOCK, in response to a question from Representative Lynn,
reiterated that the surcharge limt is a market-based one, not
one set in statute.

9:27: 05 AM

REPRESENTATI VE LYNN nentioned fees added on at the end of a
vehi cl e transacti on.

9:27:52 AM
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CHAI R SEATON asked that the discussion focus on the fees for
title and registration, not the doc fees that are addressed in
HB 383.

9:28: 47 AM

MR. BANNOCK confirmed [the issue of doc fees] is not addressed
in HB 344, and he said it should not be.

9:29:18 AM

REPRESENTATI VE GATTO questioned why there would be any reason
for HB 344, if the dealer should have already included all
docunentation costs in the doc fee.

9:30: 21 AM

MR. BANNOCK said the conmmttee will hear from at |east one
deal er that does not charge a doc fee. He told Representative
Gatto that 7.5 percent of the average $100 registration is
$7.50, which is "a long ways away from whatever the deal ers nmay
decide that they need to charge for a docunentation fee." He
opined that attenpting to conpare |[the noney nade on a
registration fee] with [the docunentation fee] is |ike conparing
appl es and oranges.

9:31:16 AM

CHAI R SEATON asked for clarification of the following terns:
[ comm ssion] agents, business partners, and advanced business
partners.

9:31:49 AM

MR. BANNOCK said conm ssion agents have the same authority as
state-operated DWs, but where they differ is in funding; they
are based on contracts. Cenerally, he noted, the mjority of
Al aska's 17 commission agents are with |ocal governnents. They
receive conpensation at a mninmum of 30 percent of the
transaction up to 100 percent. In addition to the
af orenenti oned supplies provided to the ABPs, the DW also
provi des comm ssion agents with the hardware.

MR. BANNOCK said the next step down is the advanced business

partners. They are designed to perform every notor vehicle
transaction that the DW can do, and are doing nore now than
they were three years ago. A business partner that is not
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advanced is not involved in ownership changes, title
transactions, or anything that is a "liability greater than only
the vehicle registration.” O the mllions of transactions that
the DW perforns each year, the vehicle renewal is the sinplest.

9:35:19 AM

CHAI R SEATON returned to his previous question related to the
history provided in the commttee packet, regarding conpleting
one year in good standing, and he asked M. Bannock if that is a
policy for ABPs.

9: 35: 38 AM

MR. BANNOCCK pointed to a sentence in Version |, on page 1,
[ begi nning on line 10], which read as foll ows:

The regulations nust require, at a mninmum that the
agent be bonded, have an Al aska busi ness |icense under
AS 43.70, and have been in existence for a m ninmum of
one year before entering into the agreenment with the
conmi Ssi oner .

MR.  BANNOCK said that one-year requirenment would not be
retroactive. In response to a followup question from Chair
Seaton, he stated his intent is that the agent be a business
partner for one year, not just be in any business for one year.
He said he thinks that should be clarified in regul ations.

9:37:26 AM

CHAI R SEATON asked M. Bannock if, over time, the sane nunber of
conmi ssion agents woul d be used, or if ABPs woul d take over.

9:37:59 AM

MR. BANNOCK said he thinks the same conm ssion agents will be
exactly the sane five years fromnow as they are today. He said
he bases that prediction on the fact that the conm ssion agents
today are in far-flung areas not conducive to private, stand-
al one busi ness partnership operations or |arge car deal erships.

9:38:42 AM
CARROL LYBERCER, Lyberger's Car &  Truck Sal es, LLC

("Lyberger's"), testified that she is "a partnership” with DW
She listed the qualities and benefits of the program as foll ows:
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one, it is voluntary; two, the partners are well trained; three,
the transactions are processed faster; and four, service to
custoners is expedited and, thus, inproved. Ms. Lyberger
reviewed how the process used to be done before the business
partner program began, enphasizing the extended tine that was
taken for docunentation. She related that there is a cost to
the dealer who is in partnership with DW, and she stated that
any conpensation for that cost would be appreciated. She
articulated that any fees charged as doc fees are not paynent
for any work done in the business partnership program the fees
collected on behalf of the DW are paid to the state. MVs.
Lyberger reveal ed that Lyberger's does not charge doc fees, but
if it did it would show up on a separate line [on the sales
contract], and would be clearly |labeled as a doc fee, while the
DW fees would be clearly narked on a separate |Iine. She
offered further details and nmentioned disclosure | aws.

9:42: 34 AM

CHAIR SEATON said the commttee is trying to figure out how
significant the 7.5 percent wuld be, and whether or not
Lyberger's would discontinue the service it provides as a
business partner with DW if the 7.5 percent fee were not
adopt ed.

9:43: 13 AM

M5. LYBERCER replied by illustrating the comm tnent she has nade
to the program both in staff paid and special equi pment bought
and mai ntained, such as a printer that takes special, expensive
ink. In response to the second half of Chair Seaton's question,
she said she would not drop the partnership if the l|egislature
does not pass the bill providing the 7.5 percent payback on
state fees collected, because the service Lyberger's offers as a
partner is a value to its custoners. She indicated, however,
that she would appreciate whatever percentage the |egislature
deci des upon in order to offset her costs.

9:44: 12 AM

JIM ARPI NO, Affordable Used Cars, Fairbanks and Anchorage; Board
menber, Al aska Autonotive Deal ers Association, characterized M.
Lyberger's testinony as "very accurate." He stated that the
fees that a custoner would be charged [for registration and
title] at DW are the sane fees that are charged by [deal ers who
are ABPs]. He said the proposed 7.5 percent would help to cover
the costs of data entry. In response to a question from Chair
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Seaton, he said he currently is an ABP, but he nmay no |onger
offer that service if the bill does not pass. He said being
involved in the program is time-consum ng. In response to a
foll owup question from Chair Seaton, he said Affordable Used
Cars does charge a docunentation fee.

9:47:21 AM

CHAI R SEATON asked M. Arpino for an estinmate of the total that
Affordable Used Cars would make after a year of charging 7.5
percent on the state fee for titles and registrations.

9:47: 37 AM

MR. ARPI NO responded, "The transactions are all over the mp,"
t hus, the exact anmount would be hard to pinpoint. He estimated
that the 7.5 percent would cover about 50 percent of his tine
involved in the program The anount originally proposed was 15
percent, which M. Arpino said wuld nore closely cover his
costs.

9:48: 24 AM

CHAI R SEATON asked if being a dealership that is also an ABP
gives that dealership a conpetitive edge over a deal ership that
is not an ABP.

9:49: 02 AM

MR ARPINO replied that he wuld not describe it as a
conpetitive edge, but he said he can see a slight advantage to
having a business partnership, "nore after the sale than before
the sale.™

9:49: 26 AM

DEANNA SLACK, General WManager, Cal Worthington Ford, said she
agrees with all comrents made thus far. She indicated that Cal
Wort hi ngton Ford has been a business partner for approximtely
four years, having taken on the cost of providing this service
to its custoners "automatically.” She said custoners are happy
to get their license plates and registration earlier than they
often received them through DW. She stated, "W feel that our
cost [in providing this service], ... based on the selling
volune, is in excess of approximtely $50-55,000 a year." She
said Cal Worthington Ford hires two full-time and one part-tine
enpl oyees to handle the partnership duties, and it covers the
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costs of a computer, special printer, software, and tel ephone
line. She said the proposed 7.5 percent would not begin to
cover that cost. In response to Chair Seaton, she said Cal
Wrt hi ngton Ford charges a docunentation fee, but she enphasized
that the doc fee is for other services, not for DW-related
servi ces.

9:52: 07 AM
REPRESENTATI VE GARDNER asked what doc fees cover.
9:52:16 AM

M5. SLACK answered that the doc fee covers "several other
services" relating to a car deal and is disclosed on its own
I'ine.

9:52:42 AM

REPRESENTATI VE  GARDNER asked Ms. Sl ack what a typical
explanation to a customer woul d be regarding the doc fee.

9:52: 56 AM

M5. SLACK indicated that the customer would be told that the doc
fee covers other services provided, including paperwork and
delivering the docunentation to the |ien hol der.

9:53:15 AM

REPRESENTATI VE GARDNER said when she bought her car, there was
no lien, and she paid cash. She said she would like to know the
pur pose of the $199 fee she paid.

9:53: 27 AM
M5. SLACK said there is paperwork and docunentation to be done.

In response to a followup question from Representative Gardner,
she said doc fees cover "a nunerous anount of things," each one

is different. It is one charge that shows on one |line of an
application, "separate [from everything else.” She said if she
were to |look at Representative Gardner's transaction, she could
explain her doc fee to her. In response to a request by Chair

Seaton, she agreed to send exanples of a transaction showing a
doc fee to the commttee.

9:55:24 AM
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M5. SLACK, in response to a question from Representative Gatto,
reiterated that Cal Wrthington Ford does not exact a surcharge
and, thus, does not make noney "as far as collecting for the DW
section.”

9:56: 14 AM

CHAI R SEATON asked Representative Kohring to get back to the
commttee regarding the use of the word "surcharge,” and whet her
or not it neans the sanme thing as doc fee.

9:56:19 AM

REPRESENTATI VE KOHRI NG said he would wait to answer the question
regardi ng surcharge. He stated his desire that the conmmttee
"stay on course with the main thrust of this legislation,” which
is to provide conpensation for services currently being provided

at no charge by authorized auto dealers. He said statute
requires that auto dealers that sell new or used cars provide
title and registration service. He opined, "If we're going to

require that statute, in ny mnd it seens fair that we provide
themwith a limted conpensation to cover those costs.”

9:57:15 AM

REPRESENTATI VE ELKINS said he thinks the commttee is way of
[ course] and could have noved the bill 30 mnutes ago if it had
stayed on track.

9:57:41 AM

JOHN | MVEL, Past Co-Omer, Cene's Chrysler, testified that
CGene's Chrysler was one of tw dealerships to beconme ABPs in
Al aska. He stated that 8-10 years ago, there used to be |ong
wait times for titles and registrations, and he pointed out that
tenporary licenses are only good for two nonths. Banks were
upset with the slowness of the system before the ABP program was
started. He stated that if the |egislature does not grant the
7.5 percent, the new owners of Gene's Chrysler would never end
the program because it is one of the best custoner services
avai l able from the car deal ership. He concluded, "It's a great
benefit, and I just want to see it continue."

9: 59: 53 AM
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REPRESENTATI VE RAMRAS reiterated that two issues have been
di scussed: the doc fee and [the ABP progran. The latter, he
said is a good exanple of entrepreneurial spirit, and hel ps cut
dowmn the wait tinmes at the DW, which in turn helps alleviate
t he di slike consuners have towards governnent.

10: 00: 32 AM

MR. EML reenphasized how bad the wait time was before the
program began. He said he was responsible for convincing M.
Arpino to get involved in the program He acknow edged that M.
Arpino is unhappy regarding the high costs of running the
program but he reiterated the benefits of the program to
cust oners.

10: 01: 18 AM

CHAI R SEATON announced that HB 344 was heard and hel d.

SB 12-LIMT RELATI ONS W TH CERTAI N NATI ONS

10: 01: 57 AM

CHAI R SEATON announced that the |ast order of business was CS
FOR SENATE BILL NO 12(STA), "An Act relating to financial
relationships wth persons conducting business in or having
headquarters in countries that support or ignore slavery and
trafficking in persons.™

10: 02: 13 AM

SENATOR FRED DYSON, Al aska State Legislature, as sponsor of SB
12, told the commttee that late in the dinton Adm nistration

in response to the international problem of human slavery and
trafficking, the [Trafficking Victins Protection Act (TVPA)] was
passed, wth support from virtually every nenber of US.

Congr ess. He stated, "The present administration has put a |ot
of teeth in it." He explained that the Departnent of State
produces a report ranking how all the countries in the world are
doing in regard to human trafficking and slavery. It is
estimated that approxinmately 4 mllion people are in involuntary

sl avery worl dw de
SENATOR DYSON spoke of tiers that the Departnment of State has

named to rank each country's efforts in regard to human
trafficking. [This information is shown in a handout in the
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committee packet entitled, "Facts About Human Trafficking," and
read as follows, original punctuation provided:]

Tier 1: Countries that fully conply with the act's
m ni num standards for the elimnation of trafficking.

Tier 2: Countries that do not fully conmply with the
m ni mum standards but are nmaking significant efforts
to bring thensel ves into conpliance.

Tier 2 Watch List: Countries on Tier 2 requiring
special scrutiny because of a high or significantly
increasing nunber of wvictinms; failure to provide
evidence of increasing efforts to conbat trafficking
in persons; or an assessment as Tier 2 based on
comm tnents to take action over the next year.

Tier 3: Countries that neither satisfy the mninmm
standards nor denonstrate a significant effort to cone
into conpliance. Countries in this tier are subject

to potential non-humanitarian and non-trade sancti ons.

SENATOR DYSON said he has engaged in extensive conversation with
the [Departnment of State] and has been told that being on "the
good guy list" is inportant in many countries, because there is
tremendous pressure to restrict noney from international and
United Nations funds being sent to those on the Tier 3 |ist.

SENATOR DYSON reported that Alaska is the first state to
consi der such legislation on a state |evel. He noted that the
[ Departnment of State] is hoping that many other states wll
foll ow. The State of Alaska is in a unique position, he said,
because of the $32 billion dollars it has in investnments [from
oil revenue nonies]. Furthernmore, he said the international
petrol eum industry is looking for places to invest and often
conducts business in Tier 3 countries, and he stated his belief
that Alaska's ability to | everage the petrol eum conpanies to "be
good citizens" will have a salutary effect.

SENATOR DYSON said SB 12 "sailed" through the Senate comm ttees
in which it was heard, and has alnpbst every Senator as co-
sponsor. The adm nistration issued [Adm nistrative Order No.
227 on Decenber 13, 2005], "to do exactly what this bill
requires,” which he said he appreciates. He explained that the
reason he wants to pass this legislation is so that subsequent
| egi sl ations do not, because of financial pressure, back off in
hel ping "to solve this."
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10: 05:16 AM

CHAI R SEATON noted that the | anguage regardi ng procedures is the

same for the legislature, the court system and the
adm nistration, but on page 3, line 15, of CSSB 12(STA), the
requirenent for ["the fiduciary of a state"] adds, "or other

list of countries prepared by the United State Secretary of
State under 22 U.S.C. 7107(b)(1)(O."

10: 07: 29 AM

SENATOR DYSON expl ai ned:

First of all, we included exact |anguage for the
permanent fund and the other investnent funds, and
those guys got pretty concerned, and what you have
before us is ... conprom se |anguage. Because they
are bound by what's called the prudent investor rule,
and we have by and large said that the permanent fund

investments wll not be wused for anything except
enhancing the investnent. So, using - as many of us
have thought - the permanent fund for projects in
Al aska, for instance, they are encouraged to not do
t hat . So, ... this language you have before you here
is trying to take advantage of the prudent investor
rul e.

SENATOR DYSON indicated that the reference to the "other list"
isinregard to the Tier 2 Watch List.

10: 08: 28 AM

JASON HOOLEY, Staff to Senator Fred Dyson, Alaska State
Legislature, testifying on behalf of Senator Dyson, sponsor of
SB 12, stated, "I don't think it was intentional that the
| anguage does not match. ... | think that when we drafted this,
the reference to the federal code, [22 US.C 7107(b)(1)(O],

specifically nmentions this trafficking persons report, and
the drafter felt that we need to be a little broader just in
case they change the nane of the list, but it would be the sane
type of list."

10: 09: 15 AM

CHAI R SEATON asked the sponsor to consider naking the |anguage
in the bill consistent by renoving the additional citation to
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the "other list". He stated that it could be problematic for
there to be nore than one |ist noted.

10: 10: 08 AM

REPRESENTATI VE RAMRAS hi ghlighted the fact that the bill has 17
cosponsors in the other body, and he said he would like to
expedite its passage out of commttee.

10:10: 25 AM

REPRESENTATI VE GRUENBERG directed attention to page 3, line 13:
"restrict direct financial investnents with countries listed in

Tier 3". He stated that he doesn't think Al aska has an
investment with a country. He said Al aska's investnents woul d
normally be with a conpany or in an asset sonmewhere, and he
recommended | ooking at that phrase. He added that the bill
| ooks |i ke a good one.

10: 11: 18 AM

CHAI R SEATON stated his appreciation for the handout in the
committee packet entitled, "Tier Placenents,” and he read a
selection of <countries listed on the page: United Arab

Emrates, Venezuela, Saudi Arabia, Qatar, Kuwait fromthe Tier 3
list; and Russia, People's Republic of China, India, and Mexico
fromthe Tier 2 Watch List. He queried whether the sponsor has
asked the Permanent Fund Corporation what the inplications would
be of having to divest from its dealings with any of those

countries listed. He said, "It seenms to be that we have half of
the world s oil-producing countries there, and ... Mexico,
China, India, [and] Russia are huge trading partners. "' m just

trying to figure out what the inplication of the [bill] is."

10:12:19 AM

SENATOR DYSON said SB 12 would only require that Alaska not do
business with firnms that are headquartered in Tier 3 countries.

He stated, "If a country noves from Tier 2 to Tier 3, and that
costs us money, | think that that's fine. | amnot willing to
deal [with], nor ama willing to make noney from countries that

are trafficking in children, and if that hurts our investnent
and saves sone children the horrendous inpact of being

prostituted with largely governnent assent - which is all the
Tier 3 countries - I'mglad for us to lose that investnent and
what ever bit of marginal incone that we get fromit."” He added
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that he has had pointed discussions with the permanent fund
board and its nenbers are in agreenent.

10: 13: 30 AM
CHAIR SEATON said the bill, wunder Section 4, would require
restriction of di rect fi nanci al i nvest nent s. He echoed

Representative Guenberg's question as to whether that neans
with the countries, or with conpanies that have headquarters in
those countries. He said, "That's |listed out under the
adm ni stration, under the court, and under the legislature, but
that's not |isted under the permanent fund, and |I'm not sure, as
| see it here, that it restricts it that way."

10: 14: 34 AM

MR. HOOLEY told Chair Seaton that he would supply the commttee
with information from the Pernmanent Fund Corporation that would
answer that question.

10: 14: 43 AM

SENATOR DYSON offered his understanding that in "nost of those
countries"” the petroleumindustry has been nationalized.

10: 14: 48 AM
REPRESENTATI VE  ELKI NS, in response to a question from
Representative Guenberg, said Geat Britain is listed [under

Tier 1] as "United Kingdom"

10: 15: 11 AM

REPRESENTATI VE GARDNER appl auded Senator Dyson for bringing this
| egi sl ation forward. She stated, "I just want to clarify ny
understanding that this is not optional; ... it's definitive."

[ SENATOR DYSON nodded yes. ]

CHAI R SEATON t hanked Senator Dyson for his work on the issue and
said the conmttee would take up SB 12 again as soon as the
information that it had requested is received.

10: 15: 50 AM

REPRESENTATI VE GRUENBERG commended Senator Dyson for "comng up
wi th sonmething here that can unite us all."
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[ SB 12 was heard and hel d. ]

ADJ OURNVENT

There being no further business before the commttee, the House
State Affairs Standing Committee neeting was adjourned at

10: 16: 03 AM
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