HOUSE FI NANCE COWM TTEE
May 11, 2007
8:51 A M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 8:51:22 AM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representati ve Ri chard Foster
Representative Les Gara

Representati ve M ke Hawker

Represent ati ve Reggi e Joul e
Representative Mke Kelly
Representative Mary Nel son
Representative Bill Thomas Jr.

MEMBERS ABSENT

None
ALSO PRESENT

Suzanne Cunni ngham  Staff, Representative Myer; Diane
Casto, Section Mnager, Prevention and Early Intervention
Section, Division of Behavior Health, Departnment of Health
and Social Services; G ndy Drinkwater, Assistant Attorney

CGeneral, Commercial/Fair Business Section, Civil Division
(Anchor age) , Depart nent of Law; Annette Kreitzer,
Conmi ssi oner, Departnent of Adm nistration; Virginia Ragle,
Assistant Attorney Ceneral, Labor and State Affairs,

Departnment of Law, Kevin Brooks, Deputy Conm ssioner,
Depart ment of Adm nistration.

PRESENT VI A TELECONFERENCE

None
#sbh84
SUMVARY

CS SB 84(JUD)
An Act relating to the testing and packagi ng of
cigarettes to be sold, offered for sale, or
possessed in this state; and providing for an
effective date.
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HCS CS SB 84 (FIN was reported out of Committee
with a “” recommendation and with a new fiscal
note by the Departnent of Health and Soci al
Services, fiscal note #4 by the Departnent of
Public Safety and a new fiscal note by the
Depart ment of Revenue.

HCS CSSB 84 (FIN) was REPORTED out of Committee
with a "do pass" recomendation and wth a
previously published fiscal inpact note from the
Departnment of Public Safety and two new fiscal
notes: DHSS #5 and REV #6.

CS FOR SENATE BILL NO 125(FIN)

An Act relating to the accounting and paynent of
contributions under the retirenment plans of the
Publ i ¢ Enpl oyees' Retirenment System of Al aska and
the Teachers' Retirenent System to calculations
of contributions under those retirenent plans, and
to participation in, and termnation of and
anendnents to participation in, the defined
benefit plans of those systens; relating to
enpl oyer contributions to the health rei nbursenent
arrangenent plan; nmaking conform ng anmendnents;
and providing for an effective date.

HCS CS SB 125 (FIN) was reported out of Committee

with a "do pass” recommendation and wth
indeterminate note #1 by the Departnent of
Adm nistration and fiscal note #2 by the

Depart ment of Adm nistration.

CS FOR SENATE BILL NO 84(JUD)

An Act relating to the testing and packaging of
cigarettes to be sold, offered for sale, or possessed
in this state; and providing for an effective date.

Vice Chair Stoltze MOVED to ADOPT work draft #25-LS0596\N
Banni ster, 5/9/07. There being NO OBJECTION, it was
adopt ed.

SUZANNE CUNNI NGHAM STAFF, REPRESENTATI VE MEYER, discussed
the new provisions of HCS CSSB 84 (FIN). The Departnent of
Heal th and Social Services (DHSS) will be required to notify
tobacco endorsenent holders when DHSS investigators cite
enpl oyees of the endorsenment holder for selling tobacco
products to a mnor. Notification can either be hand
delivered or postnmarked no later than five days after the
citation is issued. Currently, endorsenent holders becone
aware of the wviolation when they receive a suspension
notice. The commttee substitute (CS) expands the criteria
that can be considered in a hearing pertaining to an
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endorsenment holder’s license suspension for a violation of
selling tobacco products to a mnor. The new criteria are:
Did the endorsenment holder adopt or enforce education,
conpliance and a disciplinary program for agents and
enpl oyees? Did the endorsenent hol der overconme the
presunption that an enployee negligently sold tobacco
products to a mnor? Were there other violations of selling
tobacco to a mnor at the endorsenment holder’s |ocations
within five years of the suspension hearing? Dd the
endorsenent hol der engage in conduct that was likely to
result in the sale of tobacco to a m nor?

The commttee substitute allows the suspension to be
mtigated or aggravated based on the new criteria presented
in the commttee substitute pertaining to an endorsenent
hol der’ s | i cense suspensi on.

Ms. Cunni ngham observed that the departnment could reduce a
first offense suspension by ten days and a second offense by
20 days. The CS provides that a suspension can only be
reduced once in a twelve nonth tinme period. A second
suspensi on cannot be reduced if it occurs within a twelve
nonth period of the first violation. The CS sets out the
endorsenment holder’s responsibilities in regard to training
and education prograns. Evidence submitted in a suspension
hearing on a |icense suspension nust show that a witten
policy was adopted and enforced, enployees were inforned of
state | aws and penalties and training was conducted on state
| aws and conpliance. Each enployee is required to sign a
formstating that they have been inforned and understand the
witten policy adopted by the enployer. The enployer nust
determine that the enployee has sufficient skills and
experience to apply with the witten policy in state |aw
Agents and enpl oyees nust verify age before selling tobacco
products and nonitor the conpliance of agents and enpl oyees
of the witten policy. The CS prohibits an enpl oyee younger
than 19 years of age fromselling tobacco products, since it
is an age restricted product simlar to al cohol.

8:55:14 AM

Co-Chair Meyer MOVED to ADOPT Amendnent #1. (Copy on File).
To Page 11, after line 25, insert new Section

Ms. Cunni ngham expl ai ned that discussion on the fiscal notes
noted that the Departnent of Revenue plans to use receipt
supported services that are collected fromthe certification
fees for self extinguishing cigarettes. Carification
| anguage is needed in statute. A new paragraph was added
under the definition of program receipts: (82) fees
col l ected under AS 18. 74.080.

8: 56: 39 AM

House Fi nance Conmmittee 3 05/11/07 8:51 A M



There being NO OBJECTION, it was so ordered.
Representati ve Gara W THDREW Anendnents 2 and 3.
8:58:28 AM

Co- Chair Meyer questioned if concerns regardi ng due process
have been resol ved.

DI ANE CASTO, SECTI ON  MANACER, PREVENTI ON AND EARLY
| NTERVENTI ON SECTI ON, DI VI SI ON OF BEHAVI OR HEALTH
DEPARTMENT OF HEALTH AND SOCI AL SERVICES felt that the due
process issue had been resolved. She noted that retailers
are provided an opportunity for hearings and to if certain
criteria are laid out can have their 1% and 2" viol ations
reduced by an adm nistrative |aw judge.

8:58:47 AM

Representative Gara was confortable with the Departnent of
Law s interpretation, but noted that the issue my be
decided in the Al aska Suprene Court soneday.

8:59: 30 AM
Cl NDY DRI NKWATER, ASSI STANT ATTORNEY GENERAL
COVIVERCI AL/ FAI R BUSI NESS SECTI ON, aviL Dl VI SI ON

( ANCHORACE), DEPARTMENT OF LAW spoke to the rebuttalble
presunption provision. The presunption is that citation,
which resulted in a conviction, is proof of the underlying
fact that the sale occurred. However, the endorsenent
hol der can provide evidence that there was not a negligent
sale of tobacco and if they overcane the presunption then
t hey woul d not be subject to a suspension period.

9: 03: 52 AM

Ms. Dri nkwater explained that the enployer was not
negligent. The endorsenent holder would put on that
evi dence.

Co-Chair Chenault referred to a case in Fairbanks where a
di sgruntl ed enployee sold tobacco products to a mnor
regardless of the safeguards of the enployer. The
enployer’s recourse under the bill wuld be a ten day
suspensi on instead of a 20 day suspension.

9: 05: 48 AM
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Co-Chair Meyer noted that HB 187, which was introduced to
address due process, was nerged into CSSB 84 (FIN). Public
testi nony was previously taken on both bills.

9:07: 04 AM

Representative Hawker noted <concern that the proposed
anendnents do not correct the constitutional deficiencies
identified by the Court and suggested that the issue would
be decided in the courts.

9:08: 40 AM

Representative Foster MOVED to REPORT HCS CS SB 87 (FIN)
out of Committee with individual recomendations and wth
t he acconpanying fiscal notes. There being NO OBJECTION, it
was so ordered.

HCS CS SB 84 (FIN was reported out of Commttee with a “”
recommendation and with a new fiscal note by the Departnent
of Health and Social Services, fiscal note #4 by the
Departnent of Public Safety and a new fiscal note by the
Departnent of Revenue.

AT EASE: 9: 09: 28 AM
RECONVENE: 9:11: 02 AM

Co-Chair Meyer clarified a new fiscal note from the
Department of Revenue, dated 5/10/07, was attached to HCS
CSSB 84 (FIN), which shows the receipt support services.

HCS CSSB 84 (FIN) was REPORTED out of Committee with a "do
pass" recommendation and with a previously published fiscal
impact note from the Departnment of Public Safety and two
new fiscal notes: DHSS #5 and REV #6.

#sb125

CS FOR SENATE BILL NO 125(FIN)

An Act relating to the accounting and paynent of
contributions under the retirenent plans of the Public
Enpl oyees’ Retirement System of Alaska and the
Teachers' Ret i r ement Syst em to calculations of
contributions wunder those retirenment plans, and to
participation in, and termnation of and anmendments to
participation in, the defined benefit plans of those
systens; relating to enployer contributions to the

heal th r ei mbur senent arr angenent pl an; maki ng
conform ng anmendnments; and providing for an effective
dat e.
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ANNETTE KREI TZER, COW SSI ONER, DEPARTMENT OF
ADM NI STRATI ON, observed that Amendnent #2 would speak to
concerns by the Departnent of Law

Co-Chair Meyer MOVED to ADOPT Anmendnent #2. Vi ce-Chair
Stol tze OBJECTED.

M chael Barnhill, Assistant Attorney GCeneral, Departnment of
Law, explained that the HCS CSSB 125 (FIN) provides new
sections for additional state contributions to the PERS/ TRS
systens. Review of these sections wth outside counsel
uncovered concern to which a statute in AS 09.17.070 m ght
be used to characterize paynents as offsets to any eventual
recovery, if there should be a recovery against the state’s
actuarial: Mercer. The purpose of Anmendnent #2 is to
clarify that AS 09.17.070 will not apply to offset against
any recovery against Mercer based on additional state
contributions under the bill.

In response to a question by Representative Gara, M.
Barnhill explained that the departnment intends to pursue
l[itigation and funding for the litigation. No funding has
been provided to date.

9:15: 04 AM

Vice-Chair Stoltze WTHDREW his OBJECTI ON. There being NO
further OBJECTI ON, Anmendnment was adopt ed.

Co- Chair Meyer MOVED to adopt New Anmendnment #3. Vice-Chair
Stoltze OBJECTED. Ms. Kreitzer explained the anmendnent.
She noted the backup included with the anmendnent.

VI RG NI A RAGLE, ASSI|I STANT ATTORNEY GENERAL, LABOR AND STATE
AFFAI RS, DEPARTMENT OF LAW explained that the technical
amendnents were introduced to nake sure that the two bills
conform

9:17: 01 AM

Ms. Ragl e observed that HCS CSSB 125 (FIN) contains all the
substantive provisions of SB 123 except the requirenent for
enployers to separately conmpute nedical retiree benefits.
The benefits woul d be deposited into the new enpl oyee health
trust established under AS 39.30.097(a). This provision is
important to assure tax conpliance.

Conmi ssioner Kreitzer provided nenbers wth backup to
Amendnment #3 (copy on file), which further explained the
amendnent woul d supersede SB 123 anendnents.

9:18: 57 AM
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Ms. Ragle and Conmm ssioner Kreitzer reviewed anmendnments to
the Revisor’s Instructions. M. Ragle explained that the
Revi sor Instructions would resurrect repeal ed sections.
There being NO OBJECTION, it was so ordered.

9:22:41 AM

Representative Gara originally wunderstood that the PERS
rate of 22% and the TRS rate of 12% would continue into the
future. He concluded that these nunbers could increase
according to investnent performnce.

9:24: 06 AM

KEVI N BROCKS, DEPUTY COW SSI ONER, DEPARTMENT OF
ADM NI STRATION, clarified that the rates are set and fixed
in Statute at 22% and 12.56% He acknow edged that there
is a renote chance the rates could increase if the normnal
costs exceed the rates in statute, since statutes state
“the greater of”. He did not think the normal costs would
grow to the rate set in statute. The difference between the
normal costs and 22% for PERS is intended to offset past
service costs. It would take a dramatic shift of
assunptions and would grow overtime. It would take action
by the Legislature to change the rate.

9:25:52 AM

Representative Foster MOVED to REPORT HCS CS SB 125 (FIN)
out of Committee with individual recomendations and wth
t he acconpanying fiscal notes. There being NO OBJECTION, it
was so ordered.

HCS CS SB 125 (FIN) was reported out of Conmttee with a “a
"do pass" recommendation and with indetermi nate note #1 by
the Departnment of Adm nistration and fiscal note #2 by the
Departnent of Adm nistration.

#

ADJ QURNVENT

The neeting was adjourned at 9:27:31 AM
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