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HOUSE BI LL NO. 327

"An Act relating to shipping, sending, transporting, or bringing
al cohol to a local option area and providing alcohol to others
in the local option area, including penalties for violations;
relating to furnishing alcohol to a mnor and to civil penalties
for licensees whose agents or enployees furnish alcohol to a
mnor; relating to manslaughter as a direct result of ingestion
of alcoholic beverages brought in violation of a l|ocal option
prohibition; relating to reports of the court concerning certain
al cohol violations by mnors; making conform ng anmendnents; and
providing for an effective date."

- HEARD AND HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 327

SHORT TI TLE: ALCOHOL: LOCAL OPTI OV LI CENSI NG M NORS
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02/ 05/ 08 (H) Heard & Held
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02/ 21/ 08 (H CRA AT 8: 00 AM BARNES 124
W TNESS REG STER

CEORGE GATTER, Omner

Tony's Bar

Kodi ak, Al aska

POSI TI ON  STATEMENT: During hearing of HB 327, suggested
strengthening the Village Public Safety Oficer (VPSO and
Al aska State Troopers' prograrns.

DALE FOX, President/CEO

Al aska Cabaret Hotel Restaurant & Retailer's Association (CHARR)
Anchor age, Al aska

PCSI TI ON STATEMENT: Expressed concerns with HB 327.

GARY SUPERMAN, Presi dent

Kenai Peni nsul a CHARR

Ni ki ski, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 327.

DORAN POVELL, GCeneral Manger

Chi | koot Charlie's;

Anchor age CHARR

Anchor age, Al aska

PCSI TI ON STATEMENT: Characteri zed HB 327 as Draconi an.

ANDY LUNDQUI ST

Kodi ak CHARR

Kodi ak, Al aska

PCSI TI ON STATEMENT: Testified that HB 327 should be returned to
t he governor's office.

ANNE CARPENETI, Assistant Attorney Ceneral

Depart nent of Law

Juneau, Al aska

PCSI TI ON  STATEMENT: During hearing of HB 327, provided
clarification.

ACTI ON NARRATI VE

COCHAIR GABRIELLE LEDOQUX <called the House Community and
Regi onal Affairs Standing Commttee neeting to order at 8:05:28
AM Representatives Fairclough, LeDoux, Dahlstrom and Sal non
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were present at the call to order. Representatives O son and
Sal non arrived as the nmeeting was in progress.

HB 327- ALCOHOL: LOCAL OPTI OV LI CENSI NG M NORS

8: 05: 52 AM

CO CHAI R LEDOQUX announced that the only order of business would
be HOUSE BILL NO 327, "An Act relating to shipping, sending,
transporting, or bringing alcohol to a local option area and
providing al cohol to others in the |ocal option area, including
penalties for violations; relating to furnishing alcohol to a
mnor and to civil penalties for |icensees whose agents or
enpl oyees furnish alcohol to a mnor; relating to mansl aughter
as a direct result of ingestion of alcoholic beverages brought
in violation of a local option prohibition; relating to reports
of the court concerning certain alcohol violations by mnors;
maki ng conform ng anendnents; and providing for an effective
date."

8: 05: 59 AM

CO- CHAIR LEDOUX announced that public testinony would be
r eopened.

8:06: 23 AM

CGECRCE GATTER, Omer, Tony's Bar, opined that rather than
i mposing stiffer fines and crimnalizing those in the
hospitality industry, nore good could be achieved by

strengthening rural |aw enforcenent, such as with the Village
Public Safety Oficer (VPSO program He pointed out that the
community he lives in hasn't had a VPSO for four nonths. M
Gatter further opined that the bootlegger problem could be
solved by strengthening the VPSO and Alaska State Troopers
progr amns.

8:08:42 AM
DALE FOX, President/CEO Al aska Cabaret Hotel Restaurant &
Retailer's Associ ation (CHARR) , provi ded t he fol |l ow ng
testinony:
On page 2 of the bill, the bill suggests that plastic
containers can no longer be used to ship to rural
Al aska. Boot | eggers, who are already breaking the
law, will not pay attention to this new rule. So, the
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corments that this wll stop bootlegging don't ring
true. Law abi di ng consuners in danp conmunities wll
have to pay nore because glass is heavier. Therefore,
this is just an additional tax on rural Al askans who
want to buy alcohol and have it shipped. The
provisions of the bill get worse every couple of
pages. On page 3 the bill suggests that if any nenber
of an establishnment's staff nakes a m stake that the

est abl i shment nust be closed. W believe this is
unr easonabl e. Imagine if you owned a restaurant and
bar with 50 enployees. And if one person nakes a

m st ake, everybody |oses their job for 45 days. As an
owner, your profits for the year are gone, your
enpl oyees who don't have the cash to wait for the
suspension have to find new jobs, and your custoners
| eave. It's virtually the death penalty for the
busi ness. Let's look at page 5; it makes it a felony
to mke two mistakes within 10 vyears, shipping

al cohol . This parallels an existing rule that makes
it a felony for a bartender to make two m stakes
reading IDs and serving mnors, in their life. It

doesn't seem reasonable to ne to turn clerical errors
into a fel ony.

Let's take an exanple. If you work at a |iquor store
and sonebody orders six liters of spirit alcohol. | f
you do the process right, you check the state database
and find out if he's ordered alcohol from another

est abl i shnent . Assunme for a nonent he's ordered five
l[iters from another establishnent. | f you nake the
m st ake of sending himthat six liter order, you're on
your way to being a felon -- a clerical mstake. | f

that's your job and you process thousands of orders,
making two mstakes in a ten-year period is possible.
So, like the waiters and waitresses who are getting
threatened with a [felony] for their second m stake

people are leaving the industry. No ot her profession
is singled out for such harsh penalties. Recently at
my office we learned of a 20-year old who got an ID
from the [Division of Mtor Vehicles] DW using
sonebody else's passport that showed that they were

21. They actually came and took a [techniques in
al cohol managemnent | TAM cl ass using that

legitimate state ID. And the trooper called to let us
know to erase that. You know we don't punish the
state worker who works at the DW and make them a
felon and nor should we. And nor should we nake
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people felons for nmaking clerical mstakes in the
hospitality industry.

Turning to page 7 of the sane bill, the authors want
to charge the shipping clerk who nmakes the m stake of
sending six liters of alcohol, in ny exanple earlier,
with nmanslaughter if a death results. Now, the
authors will tell you this is a bootlegging bill, but

If you read the ... section, it includes shipping.

And so, the clerk that nmakes the mstake that |
suggested of shipping six bottles when you should have
shi pped five could be charged w th nansl aughter. Ve
understand that sonme of our opponents believe that any
m stake should result in penalties where businesses
cl ose, enployees are forced on welfare, profits are
| ost, and when all else fails our opponents would |ike
to see people |eave the industry. That's why we're
hear to appeal to you, our citizen legislators, for
reasonable rules. Imagine your adult child working as
a waiter or waitress where they make a math error and
serve an underage sting agent. Should there be
penal ties? Yes, there should. But should they be
made a felon? Most parents would suggest to their
adult child that they change careers if they nmade one
m stake for fear of making a second m stake and being

a felon. | magi ne your constituent who has nade an
honest |iving by working very hard to provide good
food and beverage. Do you really think that closing

his business and taking away his profits for the year
is the right thing to do for one of his staff making a
m st ake? | magi ne your adult child, or nephew, or
niece working in the shipping departnent of a |iquor
store going to jail for manslaughter because they nade
a clerical error.

This bill needs major revisions to neet the needs of
all Al askans, and we trust that your good judgnent
will be used to inprove the bill. CHARR is willing to
work with you and vyour staff as you develop a
reasonabl e alternatives. W don't believe that this
bill is reasonable, as witten.

8:15: 37 AM

REPRESENTATI VE DAHLSTROM asked if he has had any conversations
or working nmeetings with the adm ni strati on.
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MR. FOX related that CHARR has requested that those who sponsor
legislation inpacting the [hospitality] industry inform CHARR
and obtain comment fromit as a courtesy. He related his belief
that no legislator or admnistration would develop a new
el ectrical code, for instance, wthout speaking wth an
el ectrician. However, the first CHARR heard of HB 327 was when
it was filed.

REPRESENTATI VE DAHLSTROM asked whether M. Fox has spoken wth
the Departnment of Public Safety (DPS) or is attenpting to speak
with the admnistration while CHARR i s in town.

MR. FOX replied no.
8:17: 02 AM

CO CHAIR FAIRCLOUGH pointed out that she has provided the
committee with an anmendnent that would delete the provision that
would close an establishnment [after a certain nunber of
vi ol ations]. She related that after discussions wth the
adm nistration she cane to wunderstand that the closure was
proposed as a deterrent to underage drinking, which parallels
provisions related to tobacco that were successful in deterring
tobacco wuse anong youth. However, wth tobacco only an
i ndi vi dual product was renoved fromthe store versus closing the
entire store. She noted that the administration wasn't
agreeable to as harsh a penalty as she desired, and thus it
resulted in the anendnent in the conmttee packet. She
enphasi zed that closure could severely harm and elimnate a
business and it would be too difficult to elimnate a product.
Therefore, the increased fines offer an alternative.

8:20:31 AM

MR. FOX remarked that the challenge, particularly in relation to
underage individuals, is that about 95 percent of the
enforcenent effort is placed on 7 percent of the problem
Everyone knows that very |little alcohol involved in mnors
consum ng cones from retail establishnents. In fact, nationa

surveys show that 65 percent of al cohol consumed by m nors cones
from parents' own products, shoulder taps, and Internet sales.
This national survey determned that about 7 percent of the
al cohol sales to minors occur when the mnor fools the bartender
or the clerk. Therefore, the industry is frustrated wth any
increase in fines or penalties because they feel as if they are
a mnor part of the problem and they are working on solving the
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pr obl em Furthernmore, when all the focus is on retailers,
inevitably a m stake will be nade and caught.

8:22: 33 AM
CO- CHAI R FAI RCLOUGH asked if M. Fox favors closure or fines.
MR. FOX stated his preference for fines.

COCHAIR FAIRCLOUGH related that she has other anendments,
i ncluding one that would require that a server have a techni ques
in al cohol nanagenent (TAM card prior to being able to serve.
She then related her wunderstanding that currently servers of
al cohol are allowed to consune al cohol on prem ses when serving.
Therefore, she noted that she has an anendnent to prohibit the
af orenment i oned.

8:24: 00 AM

CO CHAI R LEDOUX asked if that's correct that servers are all owed
to consune al cohol on the prem ses while serving.

MR FOX said that different organizations have different
pol i ci es. He indicated agreenent that there's no statute that
prohi bits such by noddi ng.

8:24:32 AM

GARY SUPERMAN, President, Kenai Peninsula CHARR, related that a
45-day closure would result in the closure of his business
because the margins are slim He further related that his
mar gi ns have been about 7 percent of his gross. Even that 7
percent has decreased in the last year due to the rise in
utilities, taxes, and insurance rates. He opined that even sone
of the fines would make it extrenely difficult.

MR. SUPERMAN i nforned the conmmittee that over the past 15 years,
his establishnent has received one citation for selling al coho

to a mnor during a sting operation. The offender was a new
bartender who had to pay the $500 fine. M. Superman enphasi zed
that everyone nmkes ni stakes. The [proposed] punitive actions

aimed at legitimte businesses are excessive punishnent, he
opined. This legislation, he further opined, is a reflection of
the changed in philosophy that has occurred since the transfer
of the Alcoholic Beverage Control Board ("ABC Board") to the
Department of Public Safety (DPS). He characterized the
phi |l osophy now as very Draconian. He related that the frequency
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of stings is "at tines, unbelievable and the methodol ogy of the
stings is very untenable at tines." M. Supernman viewed the
| egislation as a nove toward enforcenment and seens to forward
the notion that the [alcohol industry] is part of the crimnal
el enent . In conclusion, M. Superman related his adamant
opposition to the novenent of HB 327.

8:29:47 AM

MR. SUPERMVAN, in response to Representative Dahlstrom stated
that he and his wife own the Hunger Hut Bar, Mdtel, and Liquor
Store. The bar seats 50 people.

8:30:11 AM

REPRESENTATI VE OLSON requested that M. Superman relate to the
commttee a few of the recent stings.

MR. SUPERVMAN related that he has a walkup wndow at his
establishment and the troopers send an underage individual to
t he wal kup w ndow. The bartenders have relayed that the sting
usually occurs during a shift change, when quite a bit is

occurring. The aforenentioned was the case when the new
bartender received a violation. He remarked that often the
underage individual doesn't look |ike a kid. After the | ast

violation, he said he established a policy in which the violator
| oses hi s/ her job.

8:32: 00 AM

DORAN POWELL, Ceneral Manger, Chilkoot Charlie's; Anchorage
CHARR, said that the structured closures inpact Chilkoot
Charlie's the nost. Chil koot Charlie's runs a high volune
operation. Last year, Chilkoot Charlie's arrested 98 mnors and
turned them over to the Anchorage Police Departnent. However,
the establishnment doesn't get credits for those arrests. M .
Powell pointed out that he enploys about 110 humans and
performed about 1 mllion transactions |ast year. He related
that Chilkoot Charlie's is serious about enforcenment and wll
and has fired those who knew an underage individual was in the
establ i shnment . Furthernore, Chilkoot Charlie's bans patrons
from the bar for a year when that patron, who has been in the
bar prior, cones in to celebrate his/her 21st birthday. Still,
sooner or later soneone wll fail and make a m stake. M.
Powel|l said that if Chilkoot Charlie's received one to two of
these citations and faced a two-week closure, the business would
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be in financial distress to the point of jeopardizing the entire
operation. He, too, characterized the |egislation as Draconi an.

8:35: 05 AM

CO CHAIR FAI RCLOUGH requested that M. Powell coment on the
need to have TAM cards in place prior to an individual serving.

MR. PONELL related that the aforenentioned is already practiced
by Chil koot Charlie's. He related his understanding that it's
not part of the statewide policy because of the inability in
rural Alaska to obtain a TAM card in an expedited nanner. I n
further response to Co-Chair Fairclough, M. Powell specified
that Chilkoot Charlie's doesn't allow its servers to drink
[ whi | e wor ki ng] .

8:36: 45 AM

ANDY LUNDQUI ST, Kodiak CHARR, related his agreenent with M.
Fox's coments that HB 327 is Draconian and needlessly
crimnalizes enployees. The penalties are excessive. He echoed
M. Powell's point that many in the industry have proactively
worked to stop underage drinking and the problem of bootleggers
is a statewde problem that everyone wants to solve. He
highlighted M. Gatter's earlier testinony that increased VPSO
and state trooper presence wuld go farther than this
| egislation. M. Lundquist related his frustration that even if
HB 327 is passed, wunderage drinking and bootlegging wll
conti nue. He expressed further frustration with placing all of

the enforcenment on 7 percent of the problem M. Lundqui st
informed the commttee that he recently sold his business
because of |legislation such as this. He opined that the

at nosphere in the state should support small business.

VR. LUNDQUI ST turned to Co-Chair Fai rcl ough's anendnent
regarding TAM cards, and noted his agreenent with M. Powell's
under st andi ng. He related that in Kodiak they have difficulty
obtaining soneone to teach the TAM class once a nonth.
Furthernore, it's difficult to get good help, particularly in a
short tinme and with a TAM card. Wth regard to drinking on the
job, nost businesses prohibit it for their bartenders and

cocktail waitresses. However, he questioned whether the owner
could have a drink in his/her own bar. M. Lundqui st said he
would like to see HB 327 returned to the governor's office and
[the industry] would |ike to have input. If the desire is to

stop bootlegging, then let's do that, he stressed.
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8:43: 09 AM

CO CHAI R FAI RCLOUGH rel ated her understanding that HB 327 is not
novi ng today, and asked if it would be valuable to have a work
session on this matter.

CO CHAIR LEDOUX said it's a great idea and she would like to
schedul e such, if the commttee agrees.

CO CHAI R FAI RCLOUGH expressed i nt erest in t he
avai l ability/possibility of an online TAM cour se.

REPRESENTATI VE DAHLSTROM i nformed the committee that she has had
ongoi ng conversations with the ABC Board, DPS, and bar owners
regardi ng concerns with electronic TAMtesting.

8:49: 07 AM

REPRESENTATI VE SALMON remarked that the commttee of next
referral [will fully vet the issue] as the chair is in the
busi ness. He suggested that the industry's concerns wll be
reviewed and the legislation my be returned to the

adm ni strati on.
8:49: 42 AM

REPRESENTATI VE OLSON requested that Representative Joule be
invited to the work session.

8:50: 00 AM

CO CHAIR LEDQUX announced that the neeting would be held on
March 4, 2008.

8:50: 56 AM

ANNE CARPENETI, Assistant Attorney General, Departnent of Law,
began by stating that she and the admnistration are open to

comment s. She related that she also represents the ABC Board.
Ms. Carpeneti enphasized that those who sell alcohol are
licensed by the state to sell and nmake a profit from a

potentially lethal substance. Due to the problens the state has
with alcoholism it makes sense for the state to address it in
every way it can. The survey quoted earlier was perfornmed by
the industry and she said she wasn't sure that it's accurate.
However, she noted her agreenent that there are other places
from which youth obtain alcohol and those nust also be
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addressed. Still, it makes sense to address it through bars and
ot her areas through which mnors obtain al cohol. Ms. Carpenet

said that the reason consequences are placed on the owner of the
bar is because he/she sets the tone regarding how his/her

enpl oyees and agents wll deal wth selling alcohol. The
tobacco enforcement experience clearly illustrates that when
there are consequences to the owner of the establishment,
violations "go way down." Therefore, she suggested that the
agents and enpl oyees are paying nore attention to whom they are
selling tobacco. The aforenmentioned is the reason the

Department of Health and Social Services' study group suggested
that simlar sanctions/consequences to the owner of the bar
selling [to underage m nors] be inpl enent ed.

M5. CARPENETI clarified that HB 327 doesn't adopt felonies for
the hospitality industry, unless a bootlegger is considered to
be part of the hospitality industry. The |l egislation adopts a

felony for a third time conviction for a bootlegger. Wth
regard to the prohibition of sending al cohol in plastic to |ocal
option conmmunities, |law enforcenent has said that will help them
enforce bootlegging |aws. In ternms of the manslaughter

provision in HB 327, M. Carpeneti clarified that it doesn't
subject a clerk who nmakes a mistake subject to prosecution by
mansl aughter. The provision refers to selling without a license
in a local option area and the al cohol nust be the direct cause
of the death of another person. She then suggested that the
committee may want to hear from those who perform the stings.
She related her understanding that stings aren't perforned
during shift changes and juveniles who |ook like juveniles are
used. The photographs of the juveniles bear that out, she said.
The intent isn't to fool people, she renmarked.

8:55:22 AM

CO CHAIR LEDOQUX asked if the ABC Board keeps photos of those
involved in sting operations.

M5. CARPENETI responded that photos of those involved in the
sting operations are part of the investigative folder that goes
to the court. She pointed out that these juveniles use their
own driver's |icense. In further response to Co-Chair LeDoux,
suggested that at l|east the trooper in charge of the stings
could conme and describe his efforts to determ ne whether people
are followng the aw. Law enforcenent finds out whether people
are enforcing the law by perform ng enforcenent, which is what
occurred when the ABC Board noved to DPS. Ms. Carpeneti
reiterated that HB 327 "does not make it a felony for a clerk in
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Anchorage to send al cohol in response to a witten order, ... it
adopts a felony for a third time within a 10-year period,
boot | egger, to do so. She pointed out that it's already a
felony to bootleg certain anounts of alcohol into a |ocal option
ar ea.

The conmittee took a brief at-ease at 8:57 a. m
8:57: 55 AM

CO CHAI R LEDQUX, upon determ ning no one else wished to testify,
cl osed public testinony. She announced that HB 327 woul dn't be
noved from conmttee today and that the committee would hold a
wor k session March 4th.

8:58: 30 AM

CO CHAIR FAIRCLOUGH announced that she wouldn't offer her
amendnents due to conmments today and the possibility of
massagi ng the anendnents to better neet the industry needs while
hol di ng peopl e account abl e.

[ HB 327 was hel d over.]

8:59: 25 AM

ADJ OURNNMENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 8:59: 30 AM
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