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VEMBERS PRESENT

Senat or Johnny Ellis, Chair
Senator Gary Stevens, Vice Chair
Senator Bettye Davis

Senat or Con Bunde

VEVMBERS ABSENT
Senat or Lyman Hof f man
COW TTEE CALENDAR

CS FOR HOUSE BILL NO 155(FIN)
"An Act extending the termi nation date of the Al coholic Beverage
Control Board; and providing for an effective date.”

MOVED CSHB 155(FIN) OUT OF COW TTEE

CS FOR HOUSE BI LL NO. 228(L&C)
"An Act relating to fees for certain nedical treatnent and
service under the Alaska Wrkers' Conpensati on Act; and
providing for an effective date."

MOVED CSHB 228(L&C) OQUT OF COW TTEE

CS FOR HOUSE BILL NO. 205(FIN)

"An Act relating to real estate broker and real estate

sal esperson |icensing; and providing for an effective date."
MOVED CSHB 205(FIN) OUT OF COW TTEE

SENATE BILL NO. 165
"An  Act relating to required onboard disclosures about
pronotions, tours, flight seeing operations, other shore side
activities, shore side vendors, and visitors bureaus; and
providing for an effective date."

MOVED SB 165 OUT OF COW TTEE

CS FOR HOUSE BI LL NO. 217(JUD)
“An  Act relating to required onboard disclosures about
pronotions, tours, flight seeing operations, other shore side
activities, shore side vendors, and visitors bureaus; and
providing for an effective date."

SCHEDULED BUT NOT HEARD

SENATE L&C COW TTEE -1- May 8, 2007



PREVI QUS COW TTEE ACTI ON

BILL: HB 155
SHORT TI TLE. EXTEND ALCOHOLI C BEVERAGE CONTROL BOARD
SPONSOR(s): LABOR & COMMVERCE

02/ 26/ 07 (H READ THE FI RST TI ME - REFERRALS

02/ 26/ 07 (H) L&C, FIN

03/ 16/ 07 (H L&C AT 3: 00 PM CAPI TCL 17

03/ 16/ 07 (H -- MEETI NG CANCELED - -

03/ 28/ 07 (H L&C AT 3: 00 PM CAPI TCL 17

03/ 28/ 07 (H Moved Qut of Conmittee

03/ 28/ 07 (H M NUTE( L&C)

03/ 29/ 07 (H) L&C RPT 7DP

03/ 29/ 07 (H DP: GARDNER, LEDQUX, BUCH, NEUMAN,
GATTO, RAMRAS, OLSON

04/ 11/ 07 (H) FIN AT 1:30 PM HOUSE FI NANCE 519

04/ 11/ 07 (H Moved CSHB 155(FIN) Qut of Committee

04/ 11/ 07 (H) M NUTE( FI N)

04/ 13/ 07 (H FIN RPT CS(FIN) 6DP 3NR

04/ 13/ 07 (H DP: GARA, CRAWFORD, HAVWKER,  JOULE,
CHENAULT, MEYER

04/ 13/ 07 (H NR: NELSQON, STOLTZE, KELLY

04/ 25/ 07 (H FIN CS ADOPTED Y24 N12 E4

04/ 26/ 07 (H) TRANSM TTED TO (S)

04/ 26/ 07 (H VERSI ON:  CSHB 155( FI N)

04/ 27/ 07 (S) READ THE FI RST TI ME - REFERRALS

04/ 27/ 07 (S) L&C, FIN

05/ 08/ 07 (S) L&C AT 1:30 PM BELTZ 211

BILL: HB 228
SHORT TI TLE: WORKERS' COWP. MEDI CAL TREATMENT FEES
SPONSOR(s) : REPRESENTATI VE(s) KELLY

03/ 29/ 07 (H) READ THE FIRST TIME - REFERRALS

03/ 29/ 07 (H L&C, FIN

04/ 16/ 07 (H) L&C RPT CS(L&C) 2DP 5NR

04/ 16/ 07 (H) DP: NEUMAN, OLSON

04/ 16/ 07 (H) NR.  GARDNER, ~ LEDOUX, BUCH,  GATTO
RAVRAS

04/ 16/ 07 (H) L&C AT 10: 00 AM CAP| TOL 17

04/ 16/ 07 (H Moved CSHB 228(L&C) CQut of Conmittee

04/ 16/ 07 (H) M NUTE( L&C)

04/ 25/ 07 (H) FIN AT 1: 30 PM HOUSE FI NANCE 519

04/ 25/ 07 (H Moved CSHB 228(L&C) CQut of Conmittee

04/ 25/ 07 (H) M NUTE( FI N)

04/ 26/ 07 (H) FIN RPT CS(L&C) 5DP 3NR
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04/ 26/ 07 (H)
04/ 26/ 07 (H)
05/ 02/ 07 (H)
05/ 02/ 07 (H)
05/ 03/ 07 (S)
05/ 03/ 07 (S)
05/ 08/ 07 (S)
BILL: HB 205

DP:  STOLTZE, KELLY, HAWKER  MEYER,
CHENAULT

NR. GARA, CRAWFORD, THOMAS

TRANSM TTED TO (S)

VERS|I ON:  CSHB 228( L&C)

READ THE FIRST TIME - REFERRALS

L&C

L&C AT 1:30 PM BELTZ 211

SHORT Tl TLE: REAL ESTATE BROKERS/ SALESPERSONS
SPONSCR(s) : LABOR & COMMERCE BY REQUEST

03/ 16/ 07
03/ 16/ 07
04/ 13/ 07
04/ 13/ 07
04/ 13/ 07
04/ 16/ 07
04/ 16/ 07
04/ 16/ 07
04/ 17/ 07
04/ 17/ 07
04/ 17/ 07
04/ 18/ 07
04/ 18/ 07
04/ 18/ 07
04/ 19/ 07
04/ 19/ 07
04/ 19/ 07
04/ 27/ 07
04/ 27/ 07
04/ 30/ 07
04/ 30/ 07
05/ 08/ 07

LOULVIZITIIIIIIZIIIZIIZIZIZIZZE

BILL: SB 165

READ THE FI RST Tl ME - REFERRALS

L&C, FIN

L&C AT 3: 00 PM CAPI TCL 17

Moved CSHB 205(L&C) Qut of Committee
M NUTE( L&C)

L&C RPT CS(L&C) 2DP 2NR

DP: NEUMVAN, OLSON

NR: GARDNER, BUCH

FIN AT 1:30 PM HOUSE FI NANCE 519
Heard & Held

M NUTE( FI N)

FIN AT 1:30 PM HOUSE FI NANCE 519
Moved CSHB 205(FIN) Qut of Conmmittee
M NUTE( FI N)

FIN RPT CS(FIN) 4DP 4NR

DP: CRAWORD, THOMAS, MEYER, CHENAULT
NR  GARA, STOLTZE, JOULE, HAVKER
TRANSM TTED TO (S)

VERSI ON:  CSHB 205( FI N)

READ THE FI RST Tl ME - REFERRALS

L&C, JUD

L&C AT 1:30 PM BELTZ 211

SHORT TI TLE: TOURI SM DI SCLOSURES AND NOTI CES
SPONSOR(s): SENATOR(s) ELTON

04/ 30/ 07 (S)
04/ 30/ 07 (S)
05/ 08/ 07 (S)

W TNESS REG STER

EM LY WOLF
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READ THE FI RST Tl ME - REFERRALS
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L&C AT 1:30 PM BELTZ 211
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Staff to Representative A son

Al aska State Capitol

Juneau, AK

POSI TI ON STATEMENT: Commented on HB 155 and HB 205 for the
sponsor.

PAT DAVI DSON, Legislative Auditor

D vision of Legislative Audit

Juneau, AK

POSI TI ON STATEMENT: Supported HB 155.

DALE FOX, President and CEO

Cabaret, Hotel, Restaurant and Retailer’s Association (CHARR)
Anchor age, AK

PCOSI TI ON STATEMENT: Supported HB 155 with a one-year extension.

ANDY LUNDQUI ST, Treasurer

Kodi ak CHARR

Kodi ak, AK

PCOSI TI ON STATEMENT: Supported HB 155 with a one-year extension.

DOUG GRIFFIN, Director

Al cohol Beverage Control Board (ABC)
Anchor age, AK

POSI TI ON STATEMENT: Commented on HB 155.

DAVE FEEKI N

Al aska Associ ation of Realtors

Anchor age, AK

PCOSI TI ON STATEMENT: Supported HB 205.

RICK URION, Director

Di vi sion of Corporations, Business and Cccupational Licensing
Depart ment of Commrerce, Community & Econom c Devel opnent
Juneau, AK

PCOSI TI ON STATEMENT: Supported HB 205.

DEREK M LLER

Staff to Representative Kelly

Al aska State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Conmented on HB 228 for the sponsor.

LI NDA HALL, Director

Di vision of |nsurance

Depart ment of Comrerce, Conmunity & Econom c Devel opnment ( DCCED)
Juneau, AK
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POSI TI ON STATEMENT: Supported HB 228.

M KE HOGAN, Executive Director

Al aska Physi ci ans and Surgeons
Anchor age, AK

POSI TI ON STATEMENT: Supported HB 228.

REPRESENTATI VE LI NDSEY HOLMES

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Commented on SB 165.

JAMES WALDO

Staff to Representative Lindsey Hol nes

Al aska State Capitol

Juneau, AK

PCSI TI ON  STATEMENT: Conmented on SB 165 for
Hol nes.

DON HESS

Chi | kat Ri ver Adventures

Hai nes, AK

PCSI TI ON STATEMENT: Supported SB 165.

JOHN DUNLAP, Manager

Al len Marine Tours

Sitka, AK

PCSI TI ON STATEMENT: Supported SB 165.

STEVE HEI GHTS

Skagway Streetcar Conpany

Skagway, AK

PCOSI TI ON STATEMENT: Supported SB 165.

ALLEN LEMASTER
Gakona, AK
PCSI TI ON STATEMENT: Supported SB 165.

KELLY DI NDI NGER

Al aska Travel Adventurers

Al aska Crui ses Inc.

Juneau, AK

PCSI TI ON STATEMENT: Supported SB 165.

ACTI ON NARRATI VE
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CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing
Commttee neeting to order at 1:34:30 PM Present at the call to
order were Senators Stevens, Davis, Bunde and Ellis.

CSHB 155( FI N) - EXTEND ALCOHOLI C BEVERAGE CONTROL BOARD

1:35:28 PM
CHAI R ELLI S announced CSHB 155(FIN) to be up for consideration.

EMLY WOLF, staff to Representative Kurt O son, sponsor of HB
155, said because of some difficulties Legislative Audit found,
the schedul ed extension was changed from 2013 to 2010 by the
Fi nance Conmittee.

1: 36: 40 PM

PAT DAVIDSON, Legislative Auditor, D vision of Legislative
Audit, explained said that she recommended that the ABC Board
continue to 2013 even thought the standard reconmendati on for an
extension is eight-years. She recommended six-years because of a
lack of admnistrative strategy for acconplishing overal
enforcenment goals. She explained that the Board is responsible

for conpliance checks of businesses that serve alcohol. The
nunber of inspections did increase, however their distribution
still needs inprovenent. For exanple, businesses in Fairbanks

and Juneau have a 100 percent chance of being inspected over a
four-year period, but Kenai businesses have a 38 percent chance
of an inspection over that sane tinme period. The Board also
needs to inprove notifications of its nmeetings and activities to
provi de for better public participation.

1:38:41 PM

She said another area where inprovenent is needed is that the
ABC executive director can nake a tie-breaking vote and her
concern is that basically he is then acting as a public nenber.
However he has never been screened to determ ne whether he neets
the qualifications of a public nmenber. Also, being the executive
director, he is privy to nore information than the board nenbers
are. She said there are alternative ways to get a tie-breaking
vot e.

1:39: 30 PM

M5. DAVIDSON said a mnor issue of nore interest to the Finance
Conmittee than the Labor and Comerce Conmittee is that the
general wholesale license fees are based on sales volune and
hadn’t changed since 1980. Wat has happened is that the
increase in sales volune has turned what was a progressive tax
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structure into a regressive tax structure and the |egislature
m ght want to adjust that.

1: 39: 57 PM
CHAIR ELLIS asked how she would characterize the ABC Board’s
reaction to her recommendati ons.

M5. DAVIDSON replied the nmenbers were supportive of the
recommendations and were |ooking for ways to change. The
Departnment of Public Safety (DPS) to which the Board is
adm nistratively associated was also supportive of the changes
and was willing to help it in any way it coul d.

CHAIR ELLIS asked if the admnistration would have |egislation
in the future that would address these issues.

V5. DAVIDSON replied that she didn't know

1:40: 55 PM

DALE FOX, President and CEO, Al aska Cabaret, Hotel, Restaurant
and Retailer’s Association (

CHARR), said he supported a strong ABC Board and HB 155. He said
t hat beverage |icensees around the state are dismayed with ABC s
adm nistration and anti-business approach. Many of his nenbers
were not aware of this neeting today or they would have been
testifying. He said that CHARR has been working both internally
and externally to try to correct sonme of the nore significant
chal l enges and he thought a one-year extension would be good so
that if inprovenents aren’t seen by then, the legislature could
provi de renedi es.

SENATOR BUNDE asked for sone specific exanples of  his
or gani zati on’ s concerns.

1:43: 33 PM

MR FOX replied everything from the lack of tinmeliness of
response to the garbled response in ternms of what the rules are
and how they are being reinterpreted. One exanple is
interpretation of TAM card statues and Title 4 regulations. The
Board has cone up with 3, 4 or 5 different interpretations. He
expl ai ned that everyone who serves al cohol needs a TAM card and
t he question then beconmes who el se needs a TAM card. |In previous
years it has been the supervisor of people serving al cohol. Then
the admnistration canme out and said that included any
stockhol der. Then it was asked if all CIRRI stockholders have to
have TAM cards because CIRRI has a liquor license. He said that
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CHARR has three different witten opinions fromthe ABC Board on
the TAM card issue and the statute tells thema fourth.

Anot her exanple is enforcenment issues. The statute says that you
have to have your TAM card on you or that you nmade a copy. Well
that seens clear to him but the ABC Board and its enforcers
have now said that if you have a copy, that just means you can
finish the shift and you still get a ticket. They have gone as
far as walking into an establishnment to do an inspection and
asking to see the TAM card. \Wen the bartender went to her purse
to get her TAM card and she was told she had to have it on her
person. Also, he said you can't get a license in any sort of
reasonable time and enforcenent is “punitive from top to
bottom” For all these reasons CHARR wanted to see a one-year
ext ensi on.

1: 46: 28 PM

ANDY LUNDQUI ST, Treasurer, Kodiak CHARR, said he is also a 25-
year operator of a bar and package store in Kodiak. He said the
ABC Board is professionally run and he liked the idea that a
nunber of industry interests are represented on it. He agreed
that inprovenents are still needed and that a one-year sunset
woul d be usef ul

1:48: 03 PM

DOUG GRIFFIN, Director, Al cohol Beverage Control Board (ABC),
said the Board appreciated the concerns raised in the audit and
that it is trying to respond to them He said it had inplenented
all of the recommendations that were nade in the prior audit and
use this oversight as a tool to seek ways to inprove. He
reported that the Board is in the process of refining its
dat abase to address sone other internal control issues that were
rai sed. He concurred that the board director should not be the
tie-breaking vote and he has heard the Palin adm nistration was
going to introduce |egislation about that.

1:50: 29 PM

He said part of the issue wth enforcenment of the alcohol
beverage laws in Alaska is that it is not done solely by ABC
i nvestigators and he has no control over them In fact, there
are only four investigators for the entire state. A trooper is
also assigned to do conpliance checks, but aside from that
meager enforcenment staff, they really rely on nunicipal police
departnents and the Al aska State Troopers. He said that adequate
training to enforcenment taken from other agencies needs to
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happen and that these laws need to be applied in a thoughtful
uni f or m manner .

MR. GRIFFIN said he preferred a six-year extension because the
Board needs additional time to inplenent sonme  of t he
recommendati ons made by Legislative Audit. If CHARR has issues,
those need to be dealt with in separate legislation, not in the
sunset vehicle. Sonme CHARR people don't |ike the fact that the
ABC Board is now in the Departnent of Public Safety (DPS), but
having noved to the DPS has increased its enforcenent profile
and the audit said that was a good nove.

1:54: 21 PM

CHAIR ELLIS said he thought the admnistration would conme up
with legislation to address sone of the other issues, but it is
a given that the ABC Board wll be extended. He narrowed the
issue down saying he was confortable wth the three-year
extension that was proposed in the version before them

SENATOR BUNDE concurred wth the chair.

SENATOR STEVENS agreed as wel | .

1:55:19 PM

SENATOR BUNDE nobved to pass CSHB 155(FIN) wth individual

recommendati ons. There were no objections and it was so ordered.

CSHB 205( FI N) - REAL ESTATE BROKERS/ SALESPERSONS

1:57: 03 PM
CHAI R ELLI S announced CSHB 205(FIN) to be up for consideration.

ELEANOR WOLF, staff to Representative Kurt O sen, sponsor of HB
205, said this bill was introduced at the request of the
Association of Realtors. Specifically, section 1 would increase
the hours of education for a license applicant from 20 to 40.
Section 2 increases continuing education hours from 20 to 30
hours. The realtors preferred to increase their hours rather
than scrinp on the education content. Section 3 adds a provision
that 7 years nust elapse for anyone convicted of a felony
i nvolving noral turpitude to reapply for licensure.

Section 4 adds | anguage that allows a broker to live outside the
state if he does not enploy a licensee or his licensees are
directly supervised by an associate broker. Section 5 provides
that a broker who owns, operates or is enployed by multiple
corporations requiring real estate licensing is at a single
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physi cal address for all principle offices. Apparently there was
an incident where one person owned three or four different rea
estate offices and was never appearing in any of them
Therefore, he was not there to oversee.

1:57:45 PM

Section 6 states that all policies and procedures be nmade
available to the public. Section 7 is a February 1, 2008
effective date. This coincides with the issuance of the renewal
| i censes.

1:58: 45 PM
SENATOR STEVENS asked if any other statutory |anguage says a
felony involves only “noral turpitude."

M5. WOLF replied that other statutes say you can't be under
indictnment for forgery, theft, extortion, conspiracy to defraud
creditors or any other felony involving noral turpitude or be
convicted of such offense. The bill has added after a |apse of
seven years.

SENATOR STEVENS said he didn't think the bill said what the
sponsor statement says. The bill just says “a felony”.

1:59: 22 PM
CHAIR ELLIS asked M5. WOLF to get that clarified.

1:59:45 PM

DAVE FEEKIN, Al aska Association of Realtors, supported HB 205
and said it is a nodernization of the existing statutes relating
to real estate Dbrokerage. He highlighted that this bil

i ncreases the education tinme from 20 to 40 hours before a person
takes the real estate licensing exam and remarked that at 20
hours, Alaska was the lowest in the country; however, at 40
hours it is still the lowest in the country. The Association
supported increasing post-licensing education from 20 to 30
hours to have tine to adequately teach the required course
mat eri al rather than reducing the content.

2:01: 21 PM

Section 8 requires a broker to be responsible and supervise the
actions of their licensees. He explained that the Al aska Suprene
Court ruled in the 80s that a broker is not responsible for
conduct that they had no know edge of, but this provision nmakes
it the duty of the licensee to inform the broker of issues
needi ng hi s supervi sion.
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M5. WOLF clarified and apol ogi zed that she was |ooking at the
wong version of the bill before, but she needed nore tine to
see if she used the correct sponsor statenent.

SENATOR STEVENS added that he went through the bill nore
carefully and saw that every reference to “noral turpitude’” was
removed. Saying “any felony” was tougher |anguage and he was
confortable with it.

2:03: 38 PM

RICK URION, Director, D vision of Corporations, Business and
Cccupational Licensing, Departnent of Comerce, Comunity &
Econom ¢ Devel opnent, supported HB 205 saying it 1is nore
wor kabl e for both the division and the public.

2:04:43 PM

SENATOR STEVENS noved to pass CSHB 205(FIN) from committee with
i ndi vidual recommendations and attached fiscal note. There were
no objections and it was so ordered.

CSHB 228( L&C) - WORKERS' COWP. MEDI CAL TREATMENT FEES

2:05: 20 PM
CHAI R ELLI S announced CSHB 228 (L&C) to be up for consideration.

DEREK M LLER, staff to Representative Kelly, sponsor of HB 228,
said in 2005 the Al aska Legislature passed SB 130, which was a
major rewite of the Wrkers’ Conpensation statutes. As a part
of that, nedical paynments were frozen at the 2004 fee schedul e
so that a review could be done to find the underlying reasons
for premum increases. This review was to be jointly done by a
speci al workers’ conpensation |legislation task force in concert
with the Departnent of Labor and Wrkforce Devel opnent (DOLVD)
Medical Review Committee. The task force was to develop
recommendations to noderate program increases in the future as
part of the conditions of this nedical rate freeze and to
conplete its work by February of 2006. The rate freeze would
sunset in August 2007 and a plan is not yet in place for the
post rate freeze sunset period and that is why this |legislation
was i ntroduced.

MR. MLLER said under HB 228 the nedical rate freeze would be
extended for two years to allow tinme for reconmmendations to be
devel oped and it also inplenents an annual rate increase based
on the nedical conponent of the consumer price index (CPl). In
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closing, he said this is not neant to be a long-term fix, but a
st op- gap neasure.

2:07: 36 PM

He said this bill is supported by the Al aska State Hospital and
Nur ses Home Associ ation, the Al aska Physicians and Surgeons, the
Al aska State Medical Association, the Al aska Minicipal League
Joint |Insurance Agency, the State Chanber of Commerce, the
Department of Labor and W rkforce Devel opnent (DOLWD), the
Division of Insurance and Bradner’s Al aska Legislative D gest
that on page 6 said this bill is a “nust have” for the Palin
adm ni stration.

2:07:56 PM

LINDA HALL, Director, Division of Insurance, Departnent of
Commerce, Community & Econom c Devel opnent (DCCED), said she
supported HB 228 and that she wanted to highlight some of its
points. She stated with the freeze having been in place,
Attachnment 1 shows the portion of workers’ conpensation system
cost nationally is 58 percent - conprised of nedical expenses

In Al aska, that percentage is at 69 percent and rising. System
cost neans what is paid out for treatnment of injured workers and
indemmity as | ost wages. They are not the sane thing as prem um

but they are a conmponent of prem um

M5. HALL explained that in her premum calculations that she
ultimately approves through public rate hearings, she |ooks at
hi storical system costs and their trending. For exanple, if she
charged $10 for a single workers’ conpensation claim today and
trended that over the next 10 years, potentially it would l|ikely
to trend up to $15 or $20. On top of that, she explained,
i nsurance conpani es have what is called an “expense factor” that
they put on top of that.

2:10: 12 PM

M5. HALL urged themto |look at Exhibit 4 and said as of Cctober
2006, an Oregon study shows that the workers’ conpensation rates
in Alaska are the highest in the country — and they mght clinb
even higher unless sonme better controls on nedical expenses are
found. This is not to inply that people are necessarily charging
too much; nedical costs in Alaska are higher than in the rest of
the country, also. This is seen in all the state’'s systens.

2:11: 38 PM
The last attachnent in her presentation she said is a review and
evaluation of this bill by the National Counsel on Conpensation

| nsurance. The second paragraph predicts what would occur
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without this legislation and it projects a 4.5 to 5.8 percent
increase in system costs overall. HB 228 holds it at a m ninal
1.3 percent. Ms. Hall said the system costs are conpounded by
other parts of the rate making process. So, it is critical to
| ook at this additional freeze.

2:12: 50 PM

SENATOR BUNDE said she nentioned the nedical costs were around
60 percent in Al aska and |lower in other states and asked if that
is a factor of the cost of the nedical procedures in Alaska or
does sonmething else in the system nake that percentage higher.

M5. HALL responded that she just recently reviewed a two-year
Nat i onal Counsel on Conpensation |nsurance study on that and
found that, in general, the cost of doing business in Alaska is
nore expensive than in other areas of the country.

SENATOR BUNDE recal |l ed seeing sonething recently saying that the
cost of living in Anchorage is probably less than it is in
Portland and Seattle and yet the cost of nedical treatnent is so
much higher. A chart showed that a col onoscopy costs $2,500 in
Al aska and $1,400 in the Lower 48. He found it hard to believe
that the cost should be that much higher in Al aska.

M5. HALL said she didn’t disagree with that.

CHAIR ELLIS said he shared that concern and he hoped to get to
the bottom of that. He asked if building inflation-proofing into
the bill was reasonable

M5. HALL replied that it was an objective way to neke an
increase and she didn’'t think it appropriate or fair to continue
to freeze the nedical fee schedule at the Decenber 2004 |evel
To use objective criteria is the nost appropriate way to do
t hat .

CHAIR ELLIS asked Senator Bunde if the base is fair and the
mechani sm i s reasonable, could he support inflation proofing so
the legislature didn't have to spend tine revisiting it.

SENATOR BUNDE said it's hard to find doctors for Medicare
patients because of t he federally mandat ed | evel of
rei nbursenent. He asked if she could envision injured workers
having problens with finding sonmeone to treat them at these
rates.

2:17: 06 PM
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M5. HALL replied that her division hadn't received a conplaint
about access to nedical care and she didn't envision this
| egi sl ation having an inpact on people getting nedical care.

M KE HOGAN, Executive Director, Al aska Physicians and surgeons,
supported HB 228.

2:18: 45 PM

SENATOR STEVENS noved to pass CSHB 228(L&C) from conmttee with
i ndi vi dual recommendations and attached fiscal notes. There were
no objections and it was so ordered.

SB 165- TOURI SM DI SCLOSURES AND NOTI CES

2:19: 53 PM

CHAI R ELLIS announced SB 165 to be up for consideration. He said
it is conmpanion legislation to house legislation that is com ng
over shortly. His goal was to hear this bill and nove it on to
the Judiciary Commttee and expect the House legislation to neet
it there. He said that Representative Hol mes had done the lion's
share of the work and woul d speak for Senator Elton.

REPRESENTATI VE LI NDSEY HOLMES, sponsor of the HB 217, asked
JAMES WALDO, her staff person, to help present the bill.

MR, WALDO said SB 165, which is the conpanion for HB 217,

addresses concerns of the local vendor tour businesses. It
alters and inproves the disclosure section that was passed in
the cruise ship initiative, Ballot Masure 2, in the |ast

el ection. It adds several requirenents for disclosure for on-
board sales and alters the comm ssion rate disclosure; it also
adds a section that applies that to advertisenments for shore-
side retailers as well. He said the on-board tour sales are
changed to require a disclosure under every sale that the on-
board sale is a wholesale/retail relationship between the shore-
side tour vendor and the cruise line. This basically helps the
passengers to be inforned that the cruise line wll keep a
percentage of the noney paid for a tour. The disclosure is also
required to include information on other alternatives avail able
at future ports of call wth different prices and different
features. It also requires the cruise ships to provide vendors

contact information to the visitors’ bureaus in each port of
call so that the passengers can contact them independently and
conpare prices.

2:21:51 PM
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VR. WALDO said this legislation alters the disclosure
requirenent that was in the initial initiative. It originally
said the <cruise line is required to disclose the exact
commission rate in all witten materials when they sold that
tour. However, that threatened the | ocal Al askan business on the
shore-side because it would expose their pricing structures and
they had a very really worry that this would lead to price
undercutting. This price wundercutting would only affect the
Al askan busi nesses because they would be conpeting with each
other for lower and Ilower prices while the «cruise ships
mai nt ai ned the higher conm ssion rate.

After working with the initiative s sponsors, M. Wldo said

they canme to a good fix in requiring a disclosure when the
commi ssion reaches a certain threshold of over 20 percent. This
hel ps the consumer realize they are paying a conm ssion over a
certain rate.

2:24:19 PM

Finally, it adds a new section that was left out of the
initiative. That section applies these disclosure requirenents
to shore-side retailers as well. R ght now on-board the cruise
ships shore-side retailers, i ke Dianonds | nt ernati onal ,

advertise, but they charge extrenely steep advertising rates
that anmount to a percentage of the sales. This would allow
passengers to see that a percentage of those retail sales are
bei ng recouped by the cruise ship and effectively allows themto
realize that there are other stores and other alternatives for
themto use

2:25:10 PM
SENATOR BUNDE asked if sponsors of the cruise ship initiative
agree with this legislation.

MR. WALDO replied yes. He said that Joe Celdhof is on record in
the House Judiciary Committee speaking in favor of HB 217 and
Kirsten Cohen, another sponsor of the initiative, had also
witten a letter in support.

SENATOR BUNDE said he heard from a nunber of constituents who
said they knew what they voted for and didn’t want it changed.

MR. WALDO responded that to assuage those concerns even nore
one of the nore significant final pieces in the bill corrects an
error in the initiative that cited violation of these
requirenents as an unfair trade practice — with a naximum fine
of $100 - which for a cruise line, is just a slap on the wist.
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Any other wunfair trade practice has a penalty of $1,000 to
$25,000, a significant deterrent. So, SB 165 and HB 217 renove
the requirement the $100-penalty and replace it with $1,000 to
$25, 000.

2:27:58 PM

DON HESS, Chilkat River Adventures, supported SB 165. He was
once in the |logging business, then he turned to trucking and
bei ng a heavy equi pnment operator. In 1973, he decided to start a
river tour business in Haines. He said his current conpany is
successful only because of the cruise ships and now it is being
drastically affected by the initiative s disclosure requirenent.
He urged them to pass SB 165 out of conmttee today; 50
busi nesses have testified in support of these changes and not
one business has testified in opposition.

CHAIR ELLIS said he personally thought a good bal ance had been
struck between the spirit of the initiative and the sponsors and
sone of the practical inplications.

2:32: 37 PM

JOHN DUNLAP, Manager, Allen Marine Tours, supported SB 165 and
t hought the language net the intent of the voters better than
that in the ballot initiative.

2:34:16 PM

STEVE HEI GHTS, Skagway Streetcar Conpany, supported SB 165. He
agreed with the previous tw testifiers and said that nost
inmportantly, the commttee should understand that tour operators
don’t pay commssions to the cruise lines. Rather the cruise
| ines custoners pay them He expl ai ned:

W create, manufacture, tour products, and we sel
those at wholesale net price to the cruise ship or
retail store. We sell our products at a volune rate,
t oo, because bl ocks of seats - we can produce for |ess
than the cost of a single seat. Sone of us sell
retail, as well, at our w ndows, but those are at a
retail price, not at the whol esal e vol unme pri ce.

He knows of no other retail business that has to disclose their
retail markups. He 1is not opposed to disclosure, but the
di scl osure he wants to see is the truth. He said point 4 in SB
165 is still wong in that it still includes an arbitrary 20
percent figure; it still uses the incorrect word "comm ssion”
and this is not true. Rather:

SENATE L& C COW TTEE - 16- May 8, 2007



The truth 1is that there is a retail/wholesale
relationship here and having been so stated in a
statute, there should be no nore that needs to be said
- because that in and of itself in business states the
truth of comerce. HB 217 and SB 165 my be a
tenporary fix, but they still do not state the truth
and truth and honesty in disclosure for the citizens
of Alaska, for the consuner, is what the people voted
for. Thank you so nmuch for ny opportunity and | do
hope you pass this al ong.

2:37:10 PM
ALLEN LEMASTER testified from Gakona in support of M. Heights’
testinmony. This bill is the best fix we can have for what is a

bad idea initially.

2:38:46 PM

KELLY DI NDI NGER, Al aska Travel Adventurers and Al aska Cruises
Inc., said she is very concerned that this bill my not nove
forward quickly. She said Al aska Travel Adventurers is her
livelihood and it doesn’'t start making noney until July - and
“W're out of noney now. W need to start meking our sales.” She
just got an announcenent that some cruise lines are telling

their custoners if they don't buy a tour before hitting Al askan
waters, they are not going to get to buy it, because they don’t
know what is | egal

2:42:19 PM

SENATOR STEVENS noved to pass SB 165 from committee wth
i ndi vi dual recommendati ons and attached fiscal note. There being
no objection, it was so ordered.

There being no further business to conme before the commttee
Chair Ellis adjourned the neeting at 2:42:48 PM
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