ALASKA STATE LEG SLATURE
HOUSE RULES STANDI NG COWM TTEE
February 28, 2008
5:04 p.m

VEMBERS PRESENT

Representative John Coghill, Chair
Representative John Harris
Representati ve Anna Faircl ough
Representative Craig Johnson
Represent ati ve Ral ph Saruel s
Representative Beth Kerttul a
Representative David Guttenberg

VEMBERS ABSENT
Al'l nenbers present
COW TTEE CALENDAR

HOUSE JO NT RESOLUTI ON NO. 14

Uging the United States Congress to enact Senate Bill 552 so
that individuals receiving a damage award from the Exxon Val dez
oil spill can benefit from the inconme averaging and retirenent
contribution provisions of the bill.

- MOVED CSHJR 14(RLS) OUT OF COMM TTEE
HOUSE BI LL NO. 303
"An Act relating to marine products and notorized recreational
products; and providing for an effective date.™
- HEARD AND HELD
PREVI QUS COW TTEE ACTI ON
BILL: HIR 14

SHORT TI TLE: FED S 552/ HR 1334; EXXON PLAI NTI FFS
SPONSCR(s) : FI SHERI ES

03/ 14/ 07 (H READ THE FI RST TIME - REFERRALS

03/ 14/ 07 (H FSH, RES

03/ 19/ 07 (H) FSH RPT CS(FSH) NT 7DP

03/ 19/ 07 (H) DP:  JOHNSON, LEDOUX, W LSON, JOHANSEN,
HOLMES, EDGVON, SEATON

03/ 19/ 07 (H) FSH AT 8:30 AM BARNES 124
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03/ 19/ 07 (H Moved CSHIR 14(FSH) Qut of Committee
03/ 19/ 07 (H M NUTE( FSH)

03/ 21/ 07 (H) FSH AT 8: 30 AM BARNES 124

03/ 21/ 07 (H) <Bi |l Hearing Cancel ed>

04/ 03/ 07 (H RES REFERRAL WAl VED

02/ 28/ 08 (H) RLS AT 5:00 PM CAPI TOL 120

Bl LL: HB 303
SHORT TITLE: MAR NE & MOTORI ZED RECREATI ONAL PRODUCTS
SPONSOR(s): REPRESENTATI VE(s) NEUMAN

01/11/08 (H PREFI LE RELEASED 1/11/08

01/ 15/ 08 (H READ THE FI RST TI ME - REFERRALS

01/ 15/ 08 (H) L&C

01/ 30/ 08 (H L&C AT 1: 00 PM CAPI TOL 17

01/ 30/ 08 (H Moved CSHB 303(L&C) Qut of Conmittee

01/ 30/ 08 (H) M NUTE( L&C)

01/31/08 (H L&C RPT CS(L&C) 4DP 3AM

01/ 31/ 08 (H) DP: BUCH, RAMRAS, NEUMAN, OLSON

01/ 31/ 08 (H AM GARDNER, LEDOUX, GATTO

01/ 31/ 08 (H JUD REFERRAL ADDED

02/ 06/ 08 (H) JUD AT 1:00 PM CAPI TOL 120

02/ 06/ 08 (H Heard & Held

02/ 06/ 08 (H M NUTE( JUD)

02/ 11/ 08 (H) JUD AT 1: 00 PM CAPI TOL 120

02/ 11/ 08 (H) <Bi |l Hearing Cancel ed>

02/ 13/ 08 (H JUD AT 1:00 PM CAPI TOL 120

02/ 13/ 08 (H) Heard & Held

02/ 13/ 08 (H M NUTE( JUD)

02/ 14/ 08 (H) JUD AT 1: 00 PM CAPI TOL 120

02/ 14/ 08 (H) Moved CSHB 303(JUD) Qut of Committee

02/ 14/ 08 (H M NUTE( JUD)

02/ 20/ 08 (H JUD RPT CS(JUD) 1NR 5AM

02/ 20/ 08 (H) NR: LYNN

02/ 20/ 08 (H AM GRUENBERG, COCHI LL, SAMUELS,
HOLMES, RAMRAS

02/ 28/ 08 (H RLS AT 5:00 PM CAPI TOL 120

W TNESS REG STER

REPRESENTATI VE PAUL SEATON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Spoke as the chair of the House Speci al
Comm ttee on Fisheries, sponsor of HIR 14.

JUDD WHI TAKER
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(No address provi ded)
PCsSI TI ON STATEMENT: Provi ded comments on HIR 14.

REX SHATTUCK, St aff

Representative Mark Neuman

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Spoke on behalf of the sponsor of HB 303,
Represent ati ve Neuman.

ACTI ON NARRATI VE

CHAIR JOHN COGHILL called the House Rules Standing Conmttee
neeting to order at 5:04:47 PM Representatives Coghill,
Harris, Fairclough, Johnson, Sanuels, Kerttula, and Guttenberg
were present at the call to order.

HIR 14- FED S 552/ HR 1334; EXXON PLAI NTI FFS

5:05: 02 PM

CHAI R COGHI LL announced that the first order of business would
be HOUSE JONT RESOLUTION NO 14, Uging the United States
Congress to enact Senate Bill 552 so that individuals receiving
a damage award from the Exxon Valdez oil spill can benefit from
the incone averaging and retirenment contribution provisions of
the bill.

5:05: 31 PM

REPRESENTATI VE SAMJELS noved to adopt CSHIR 14, Version 25-
LS0639\L, Bullock, 2/20/08, as the working docunent. There
bei ng no objection, Version L was before the conmittee.

5:05:54 PM

REPRESENTATI VE PAUL SEATON, Al aska State Legislature, speaking
as the chair of the House Special Conmttee on Fisheries,
sponsor of HIR 14, explained that this would support the
congressional legislation allowng Exxon Valdez plaintiffs, if
they receive the settlenent, to deposit nore than the current
allowabl e yearly anmobunt in a retirement plan. The resolution
would also allow three-year incone averaging, as is done wth
farmers with variable incone. The only changes enconpassed in
Version L are the elimnation of the reference to the previous

HOUSE RLS COWM TTEE - 3- February 28, 2008



congressional legislation in the U S House and U S. Senate and
repl aces those with the current applicable |egislation.

5:07:48 PM

JUDD WH TAKER informed the conmttee that he was present the
first week of the Exxon Valdez [oil spill] and heard ExxonMobi l
Corporation |ie. This resolution is problematic in that it's
not secure that the U S. Suprenme Court will award the punitive
damages. Al though he opined that it's good to see this effort,
he highlighted the history of Exxon's behavior is not honorable.
Therefore, should the U'S. Supreme Court not award punitive
damages, he urged the conmittee to consider revoking ExxonMobil
Corporation's charter to do business in the state.

5:09:10 PM

REPRESENTATI VE SAMUELS noved to report CSHIR 14, Version 25-
LS0639\L, Bullock, 2/20/08, out of commttee wth individual
recommendati ons and the acconmpanying zero fiscal note. There
being no objection, CSHIR 14(RLS) was reported from the House
Rul es Standing Comm ttee.

The conmittee took a brief at-ease at 5:09 p.m

HB 303- MARI NE & MOTORI ZED RECREATI ONAL PRODUCTS

5:09: 50 PM

CHAI R COGHI LL announced that the final order of business would
be HOUSE BILL NO 303, "An Act relating to marine products and
notori zed recreational products; and providing for an effective
date."

5:10: 15 PM

REPRESENTATI VE SAMJELS noved to adopt CSHB 303, Version 25-
LS1183\ O, Banni ster, 2/20/08, as the working docunent.

CHAI R COGHI LL obj ect ed. He then announced his intention not to
move HB 303 from conm ttee today.

5:11:12 PM

REX SHATTUCK, Staff, Representative Mark Neuman, Alaska State
Legi sl ature, speaking on behalf of the sponsor, began by
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explaining that the legislation was brought forth to address
sonme of the needs of consuners in Alaska as well as the small
busi nesses in Al aska that sell four wheelers, snow machines, and
marine products. He highlighted that the aforenentioned
products are not just recreational vehicles but rather have
greater transportation and commercial use. He then highlighted
the need to recognize the seasonal use of these vehicles in
Al aska. M. Shattuck characterized the legislation as a work in
progr ess.

MR. SHATTUCK reviewed the changes enconpassed in Version O as
related in the sectional analysis for Version O which is
included in the commttee packet. He noted that due to the many
del etions, Version O reflects the significant renunbering that
occurr ed. He mentioned that the |anguage in Version L on page
3, line 18, was noved to Article 4 on page 5 of Version O

5:18: 37 PM

CHAIR COGHI LL inquired as to what Version O has with regard to a
continuity with | aw.

5:19: 01 PM

CHAIR COGHILL, in response to Representative Kerttula, related
that his plan is to determne whether the comrittee wants to
bring this proposal before it. However, he expressed the desire
to have M. Shattuck review the current legislation and take
guestions as the hearing proceeds.

5:21: 06 PM

MR. SHATTUCK said that the major policy issues that have been
identified with HB 303 are possible interstate commerce and
anti-trust issues. In working with Legal and Research Services
and the Department of Law (DOL), the sponsor tried to address
t hose i ssues. During the last discussion with DO., it seens
that the interstate conmerce concern has been negated. He
related his understanding that the neasurenent or weight in
regard to interstate conmerce is whether the manufacturer or

deal er is unduly inpacted. He noted that this law is in place
in many other states. Furthernore, the attorney general
reviewing the legislation didn't believe the legislation at this
time had particular issues burdening one side or the other. In
response to Chair Coghill, M. Shattuck confirned that the

aforenentioned is the result of going from CSHB 303(JUD) to
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Version O He said nunerous sections were deleted in relation
to interstate comerce.

5:23:42 PM

REPRESENTATI VE KERTTULA related that she is pro-consuner and
concer ned when t here isn't appropriate reaction from
manuf acturers for Al askans. In terns of the Interstate Commerce

Act (1CC), she inquired as to what the federal |aw sets as the
standard for states. She then expressed concern with regard to
what the Consuner Product Safety Conmm ssion does because she
rel ated her understanding that there nay be some preenption from

that federal law in this |egislation. If what's proposed in HB
303 is the law in other states, she expressed interest in seeing
the law in those other states. Representative Kerttula then
turned to anti-trust i ssues and inquired as to how
di stri butorshi ps work. Referring to page 5, lines 14-17, she

inquired as to why that provision is included in legislation
addressing problenms with manufacturers.

MR. SHATTUCK offered to provide the commttee with information
regarding the 1CC criteria. In further response, M. Shattuck
confirnmed that he has information from some of the other states
with simlar |[|aws. He noted that Louisiana has the nost
strongly witten law that far surpasses what's proposed in HB
303. He said he would generate a nmatrix [conparing the states
with laws simlar to that proposed in HB 303].

5:27:10 PM

REPRESENTATI VE  FAI RCLOUGH, referring to page 5, Iline 14,
requested a definition of “"territory" since she said she
understands that dealerships have territories. She then
inquired as to how that will interact with the "may not conpete”

conponent of the law in relation to the Internet and other
deal er shi ps.

CHAIR COGHILL recalled that in a prior version the [I|anguage
"may not conpete"] referred to a 30-mle radius restriction.

MR. SHATTUCK said that |[the aforenentioned restriction] was
removed from the |egislation. The Attorney GCeneral's Ofice
advi sed t hat territories are recogni zed by geogr aphi c
boundari es. If there's an attenpt to limt conpetition between
different brands, there would be an issue. However, addressing
territories agreed upon by the nmanufacturer and having |ike
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brands and products wouldn't seemto be a problem He indicated
t hat the section was renpved.

CHAI R COGHILL characterized the aforenentioned as a significant
change.

5:29:39 PM

REPRESENTATI VE JOHNSON inquired as to how Internet sales would
be addressed. He related his understanding that the [|anguage
doesn't prohibit Internet sales by a manufacturer.

5:30:18 PM

REPRESENTATI VE HARRI S asked if a dealer signs an agreenent with
t he manufacturer in which both agree to do certain things.

MR. SHATTUCK replied yes.

REPRESENTATI VE HARRI S asked then if all parties are clear with
regard to their responsi bilities, requirenents, and
restrictions.

MR. SHATTUCK related his wunderstanding that the contracts
address many of those issues. However, marine dealers wthin
the state and nationally have raised concerns with regard to the
way in which the contracts are witten. The aforenentioned has
led to a novenent in which to negotiate changes in new
contracts.

5:33:10 PM

REPRESENTATI VE HARRI S turned attention to Section 2, Article 1,
whi ch prohibits a manufacturer from threatening to cancel an
agreenent . He asked if the language refers to cancelation for
any reason. He inquired as to what would happen in a situation
in which the dealership didn't pay for the product purchased
from the manufacturer.

MR. SHATTUCK specified that coercion is what's being discussed,
such as sone of the practices through which dealers are coerced
to take on additional or different product.

REPRESENTATI VE HARRI S commented that he didn't see any | anguage
referring to coercion. He then turned attention to the |anguage
in Article 1 that says "without 90 days' advance witten
notice". He posed a scenario in which a distributor doesn't pay
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the manufacturer for the product he sold the distributor. I n
such a situation the distributor can use the product for 90 days
after which the manufacturer can try to get the product back.
He asked if the manufacturer would have sonme recourse in such a
situation.

VR. SHATTUCK said there are several di fferent ways a
manuf act urer woul d have the product, including flooring in which

the manufacturer owns the product. In such a situation, when
the product is sold, the dealer pays the noney to the
manuf act urer. In a situation in which a deal er decides he/she

took on too rmuch product/obligation, whether the manufacturer,
with 90 days' witten notice, can cancel the agreenent is
spelled out in the contracts.

REPRESENTATI VE HARRI'S then inquired as to why this proposed | aw
is necessary if the contracts specify such details.

MR. SHATTUCK said that the dealers mght better be able to
answer .

5:37:43 PM

REPRESENTATI VE SAMUELS recalled that in the last conmttee, the
| egislation required the manufacturer to sell as nuch product as
the dealer could handle. Still, the dealer can force the
manufacturer to buy the inventory back. He inquired as to
whet her that |language is in Version O He then directed
attention to page 5, lines 14-17, and related his understanding
that it's trying to stop a manufacturer from opening an
extension of the manufacturer within the [area agreed upon as
the conpetitive area] with the deal er.

MR, SHATTUCK related his wunderstanding that [the buy back]
| anguage was renoved in Version O

5:40:10 PM

REPRESENTATI VE GUTTENBERG, referring to proposed Article 4 on
page 5, |line 10, related his belief that there nust be
conditions upon which the manufacturer and distributor agree.
He posed a situation in which the manufacturer doesn't want to
do business with a retailer after that retailer violates the
terms of the agreenent. He inquired as to how that conports
with the | anguage "w t hout just cause".

5:42: 24 PM
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CHAIR COGHILL directed attention to page 8, line 24, which
specifies that AS 45.45.700-45.45.790 don't apply. He inquired
as to why those statutes don't apply.

MR, SHATTUCK said the sponsor is trying to fully understand how
those statutes tie in.

5:43: 38 PM

CHAI R COGHI LL suggested that the legislation needs sone work.
He related the need to ensure that all parties involved,
di stributors, manufacturers, and consuners, receive a fair
shake.

5:44:17 PM

REPRESENTATI VE JOHNSON expressed concern with page 6, line 12,
which he read to nean that if soneone alleges an act, the
manuf acturer is responsible for all |egal fees.

5:45:04 PM

CHAIR COGHI LL renpved his objection to the notion to adopt
Version O as the working docunent. There being no further
obj ection, Version O was before the conmttee.

5:46: 12 PM

REPRESENTATIVE  JOHNSON related that he already had a
conversation with the sponsor regarding nmany issues that weren't
di scussed today. He said he wanted to be sure that those
matters are al so addressed.

5:46: 33 PM

CHAI R COGHI LL enphasi zed that the sponsor will need to work with
the conmittee to produce balanced |egislation. He then
announced his intention to work on this legislation to provide
distributors a shield. Therefore, HB 303 was held over.

HIR 14-FED S 552/ HR 1334; EXXON PLAI NTI FFS

The commttee returned its attention to HOUSE JO NT RESOLUTI ON
NO. 14, Wging the United States Congress to enact Senate Bil
552 so that individuals receiving a danage award from the Exxon
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Valdez oil spill can benefit from the inconme averaging and
retirement contribution provisions of the bill.

5:47:16 PM

REPRESENTATI VE SAMUELS inquired as to the timng of the
congressional action to which HIR 14 speaks.

REPRESENTATI VE =~ SEATON i nf or ned t he committee t hat t he
congressional |egislation has passed the U S. House and is in
the U S Senate.

5:47:54 PM

ADJ QURNVENT

There being no further business before the commttee, the House
Rul es Standing Comm ttee neeting was adjourned at 5:47:57 PM
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