HOUSE FI NANCE COWM TTEE
April 6, 2011
8:48 a. m

8:48: 16 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 8:48 a.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan
Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Representative M ke Hawker (alternate)
Represent ati ve Reggi e Joul e
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Jennifer Senette, Staff, Representative Kurt O son; Pat
Davi dson, Legislative Auditor, Dvision of Legislative
Audit; Representative M ke Hawker, Chairman, Legislative
Budget and Audit Conmittee; Jeff Jessee, Alaska Mental
Health Trust Authority, Departnment of Health and Soci al
Servi ces, Juneau; Shirley Gfford, Di rector, Al aska
Beverage Control Boar d, Departnment of Public Safety,
Juneau; Kate Burkhart, Advisory Board on Alcoholism and
Drug Abuse, Departnent of Health and Social Services,
Juneau

PRESENT VI A TELECONFERENCE

Bel en Cook, Board Menber, Al aska Beverage Control Board,
Department of Health and Social Services, Cordova; Dale
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Fox, President and CEO, CHARR, Anchorage; Bob Wnn, Blues
Central /Chef's Inn, Anchor age; Chi ef Thomas O enens,
President, Alaska Association of Chief of Police; Jan
Wentnore, Owner, Red Onion Saloon, Skagway; Bob W nn,
Blues Central/Chef's Inn, Anchorage; Dal e Fox, CHARR
Anchor age

SUMVARY

HB 206 EXTEND ALCOHCLI C BEVERAGE CONTROL BOARD
HB 206 was HEARD and HELD in committee for
further consideration.

HB 125 ALCOHOLI C BEVERAGE CONTROL BQARD

HB 125 was HEARD and HELD in committee for
further consideration.

#hb206
HOUSE BI LL NO. 206

"An Act relating to the Alcoholic Beverage Control
Board; and providing for an effective date."

8:49: 47 AM

JENNI FER  SENETTE, STAFF, REPRESENTATI VE ~ KURT  CLSON,
explained that the |egislation would extend the term nation
date if the Al cohol Beverage Control Board (ABC) to June
30, 2015; this was a four-year extension and reflected the

recommendation of the 2009 audit report. The audit
recoommended that the legislature extend the ABC Board's
termnation date until June 30, 2014, but legislation had

been passed during the 2010 session that extended the date
an additional year. The extension had been honored during
the crafting of HB 206, resulting in a termnation date of
June 30, 2015.

Co-Chair Stoltze requested further clarification from the
Division of Legislative Budget and Audit (LB&A) concerning
the audit.

PAT DAVI DSON, LEQ SLATIVE AUDI TOR, DI VISION OF LEQ SLATI VE
AUDI T, reiterated that in 2009 LB&A had conducted ful
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sunset review of the board and had recomrended a four-year
extension. In 2010 the legislature passed a bill to extend
the ABC Board by one year. As a result, a current status
check of the recomrendations that had been nmade in the
prior audit was conducted. The division had focused on two
recommendations; the first was to determne that the ABC
Board had est abl i shed guantifi abl e and obj ective
enforcenment goals, and to develop a clear plan in which
enforcement resources <could be directed in order to
maxi m ze efficiency and effectiveness. The division found
that the recomendati on had been partially resolved. Wile
enforcenment staff had been successful in neeting sonme of
the regional inspection goals, reducing the nunber of
duplicate inspections had been |ess successful, as had been
the results concerning conpliance check activity. The
second recommendation dealt with admnistrative activities.
Several outstanding issues had been substantially resol ved.
One related to reconciliation between the ABC data base
with regard to licensing activity and the states accounting
records. Accurate distribution of I|icensing fees back to
muni ci palities was dependent on the ABC being reconciled to
the state accounting system

8:53: 37 AM

Representative Gara wondered whether the duplication of
serviced had resulted in wasted funds. M. Davidson replied
that there had been no duplication of services.

Vi ce-chair Fairclough asked how |ong ago the outstanding
recommendations had been recommended to the board. M.
Davi dson responded t hat t he enf or cenent goal s
recommendation had first appeared in the 2006 sunset audit.
A series of adm nistrative recommendations had been issued
for the past few years, sone in 2006 and nore in 2010.

Vi ce-chair Fairclough wondered whether the division had
reviewed the attendance and |ongevity of board nenbers. M.
Davi dson stated that the |ongevity of nenbers had not been
exam ned. Quorum mai nt enance and neeting attendance had not
been issues for the division.

Vice-chair Fairclough asked if there had been enough
| ongevity on the board to recognize that since 2006 the
sanme reconmmendati ons were com ng back before the group. M.
Davi dson answered that she did not know. She stated that
any noted progress had occurred under the new executive
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director of the board. She stated that the changeover of
the new executive director was noteworthy in the 2010 audit
as an observance of corrective actions by the board having
t aken pl ace.

Representative W/Ison expressed concern that the board had
not taken proper mnutes or given proper prior public
notice of neetings. M. Davidson relayed that when the
board exam ned the activities over the last year, the only
two issues renmaining with regard to board neetings was that
the agendas had not listed the timng of public conment,
and that the board had failed to docunent when it was goi ng
into executive session. Continuing problenms wth public
noti ce had not been discovered.

Representative WIson asked if the public coment and
executive session issues had been alleviated. M. Davidson
replied that the issues had been resol ved.

8:58: 24 AM

Co-Chair Stoltze OPENED public testinony.

8:58: 55 AM

BELEN COOK, BOARD MEMBER, ALASKA BEVERAGE CONTROL BOARD,
DEPARTMENT OF HEALTH AND SOCI AL SERVICES, CORDOVA (via
tel econference), testified in support of HB 206.

Vi ce-chair Fairclough understood that there were nenbers of
the board that were comng up for reappointnment or were
facing an expiration of term She asked if there were
people on the board that had been nenbers for nmultiple
years, and if so, why had the audit recomendati ons taken
so long to be resol ved.

Ms. Cook replied that the last two appointees were Bob
Kline, ABC Board Chairnman who represented industry and had
been on the board off and on for the last 12 years. She
added that he was a good and fair chairman. Joe Del phino
had been on the board prior to Ms. Cook's appointnment and
was expected to seek reappointnent, however, personal
reasons had prevented him from remaining on the board. A
Wasilla resident now filled the chair. Ellen Ganley was the
vice-chair representing a public seat, and had been on the
board off and on for 10 years. She did not know why sone
menbers had not stayed on the board | onger. She shared that
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the problens highlighted by the audit had been sufficiently
handl ed by the director.

9:04: 01 AM

DALE FOX, PRESI DENT AND CEQG, CHARR, ANCHORAGE (via
tel econference) spoke in support of HB 206. He testified
that the ABC was an inportant organization that provided a
| evel playing field for Ilicensees. The industry had seen
maj or i nprovenents under the direction of the new executive
director, Shirley Gfford.

BOB W NN, BLUES CENTRAL/CHEF'S | NN, ANCHORAGE (via
t el econference) voiced support of HB 206.

HB 206 was HEARD and HELD in commttee for further
consi derati on.

9: 06: 39 AM
AT EASE

9:07: 06 AM
RECONVENED

#hb125
HOUSE BI LL NO. 125

"An Act noving the Alcoholic Beverage Control Board to
the Departnment of Comrerce, Comunity, and Econonic
Devel opnent and relating to duties of that departnent;
and providing for an effective date."

9:07: 24 AM

Representative WIlson MOED to ADPOPT CSHB 125(L&C) 27-
LS)378\B. There being no OBJECTION it was so ordered.

REPRESENTATI VE M KE HAWKER, CHAIRVAN, LEGQ SLATIVE BUDGET
AND AUDIT COW TTEE, rel ayed that HB 125 had been
introduced as a result of issues identified in the audit
performed one year earlier. At that tinme, the legislative
Budget and Audit Commttee had held hearings on the issue
related to the appropriate domcile for the board. The bill
noved the adm nistrative domcile of the board from the
Department of Public Safety (DPS) to the Departnent of
Commerce, Conmmunity, and Econom c Devel opnment (DCCED). In
past years the board had been under the Departnent of
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Revenue (DOR). He believed that any operating agency had
the tendency to assunme the culture and the characteristics
of its unbrella agency. Under DOR the agency had focused on
revenue collection and the admnistration of taxes, and not
on its role of policing alcohol. Under DPS the agency had
presunmed the dom nant characteristics of a police agency
and had lost sight of its broader mssion. He stated that
the industry would testify that the domicile of the ABC
Board in DPS had inadvertently created an adversarial
rel ati onship between the board and the industry. He pointed
out that Departnment of Health and Social Services (DHSS)
supported the agency falling under DPS out of the concern
for al cohol abuse, bootlegging, and the illegal inportation
of al cohol across the state. He queried whether the board
should be a comercial regulatory agency in DCCED al ong
with all other businesses and professions in the state, or
a police agency under DPS.

9:13: 55 AM

Representati ve Hawker referred to a one-page sumary of the
work perforned over the sumrer of 2010 by the Legislative
Budget and Audit Subcommittee (copy on file.) He believed
that the decision offered in the summary was the best
choi ce possible. The subcomm ttee believed that the agency,
along with all other conmercial regulatory boards in the
state, should be relocated under the purview of DCCED. The
subcomm ttee had concluded that the nove would strengthen
the enforcenment abilities of the board, which would
continue to work closely with DPS to pursue crimna
vi ol ati ons. He t hought t hat t he devel opnent and
i npl enentation of an overall plan of enforcenent activities
to ensure the effective allocation of resources would be
better acconplished if the agency viewed itself with a
broader responsibility than being an ongoi ng police agency.
He concluded under DCCED the board would engender a
character and culture that was nore respectful of
adm nistrative responsibilities, as opposed to being
singularly focused on crimnal investigation.

9:18:43 AM

Representative Doogan requested clarification on page 2,
line 18:

Unl ess authorized by a search warrant described in AS
12.35.010 - 12. 35. 120, nothing in this section
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authorizes the use of netal keys, magnetic card keys,
or identification cards to access private cl ubs.

Representative Hawker explained the amendnent to AS
04.06.110 had been added in the House Labor and Commerce
Commttee and addressed the issue of investigation of
private clubs or "key clubs."”™ The agency had required that
undercover investigators have key cards to enter the clubs.
The private clubs had felt that they were adequately
policed and should not be required to provide unrestricted
access, on demand, to DPS. He noted that this was a prine

exanple of the board behaving like a police agency. He
summari zed "when you are a hammer, everything |looks like a
nail." The provision was nmeant provide statutory protection

to the private cl ubs.

Representative (Quttenberg pointed out that the core
services of the departnent were to: regulate alcohol,
license qualified persons, and enforce state law. He
wondered whether any of the core services of the agency
woul d change under DCCED

9:24: 03 AM

Representati ve Hawker responded that the agency had taken
on a character that was focusing exclusively on the rol e of
enforcenment and not been adequately exercising its services
as a commercial regulatory authority. Fear of being fined
for a violation when seeking guidance in conplying wth
state statute had nmade nenbers of industry fearful to ask
questions of the agency. He stated that the agency had been
specifically established to regulate and inplenent all of
the statutes that related to the regulation of business and
professions in the state, which nade it a natural fit under
t he unbrella of DCCED

Vi ce-chair Faircl ough OPENED public testinony.

CH EF THOVAS CLEMENS, PRESIDENT, ALASKA ASSCClI ATION OF
CH EFS OF POLICE (via teleconference) testified that he had
been in law enforcenent since 1972. He recalled that when
t he board had been under DOR that |aw enforcenent officials
could not determ ne what the agency did in respect to |aw
enforcenment in alcoholic beverage control. He relayed that
al cohol managenent was an inportant issue to |law
enforcenent agencies in the state. He stressed that the
departnments that dealt with al cohol abuse the nost were DPS
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and DHSS. He reported that 85 to 90 percent of |aw
enf orcenment agency work was al cohol driven. He thought that
it was in the best interest of the state to keep the agency
under DPS. He expressed concern that there would not be
adequat e enforcenent were the agency to nove.

Representative Gara understood that DPS had been asked by
t he governor to not testify on the bill.

Vi ce-chair Fai r cl ough chal | enged t he accuracy of
Representative Gara's information.

Representative Gara hoped that the information was
incorrect. He wondered whether the | aw enforcenent function
of the agency would be conprom sed by noving the agency
from DPS to DCCED. M . Clenens replied that t he
rel ati onship between the agency and |aw enforcenent would
be lost. The current relationship between |aw enforcenent
and the agency was strong. He said that under DOR that
rel ationship had been less productive. He reiterated his
anxiety that the relationship would suffer under DCCED.

Representative Gara queried the conmunication difficulties
experienced by l|aw enforcenent when the agency had been
under a different departnment. M. Cenens replied that the
difficulty in comrunication was in the area of enforcenent.
Wen the agency had been under DOR he had nade numerous
attenpts to discipline a particular bar that had been in
constant violation. He asserted that the agency ignored his
requests until finally people were injured and he took his
requests to another departnment. He said that the problem
had been m nim zed since the agency had been under DPS. He
expounded that the licensing and revenue generation aspect
of the agency could conceivably fall under DCCED, but nore
i mportant was the issue of alcohol nanagenent in Al aska's
conmuni ties.

9:33:25 AM

Representative WIson wondered whether the comrunication
i ssues had | essened as a result of new board nenbers.

M. Clenens replied that he did not know He rem nded the
conmmttee that he worked with the ABC staff and not the
board. He stated that the current agency staff was working
closely with law enforcenent in the interest of public
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safety. He believed that public policy should nove toward
preventing al cohol related incidences.

Representative WIson spoke of constituency concerns
surrounding |aw enforcenent and the agency overstepping
reasonabl e boundaries of in the nane of public safety. M.
Clenens replied that he had not w tnessed overstepping on
the part of the agency or |aw enforcenent. He asserted that
t he agency was doi ng a good j ob.

Representative WIson expressed concern that Dbusinesses
that were in conpliance were being unfairly scrutinized.
M. Cdenens replied that 85 percent of bar owners in the
state were in conpliance; the other 15 percent were the
focus of |aw enforcenent and agency scrutiny.

Represent ati ve Doogan wondered which departnment M. C enens
worked for. M. denens responded that he was the Chief of
Police for the Seward Police Departnment and the President
of the Al aska Association of Chiefs of Police.

Representative Doogan referred to |anguage in the bill that
related to the requirement for search warrants to enter
private clubs. M. Cenens thought that the search warrants
were appropriate for private clubs. He |ikened the private
clubs to a private hone.

9:37:31 AM

JAN WRENTMORE, OMNNER, RED ON ON SALQQN, SKAGWAY (via
tel econference) testified that she had served briefly on
the ABC Board during the Knowes Admnistration. She
t hought that while wunder DPS, the agency had failed to
regulate the licensing system in the state. She believed
that law enforcenment was a l|arge conponent in [|iquor
managenent in Al aska, but felt that the current board and
staff had neglected the |licensing aspect of the agency. She
reported that |icenses had been granted very liberally in
Skagway. She concluded that the ABC Board should be housed
within a departnent with a staff that was able to exam ne
the issues in order to develop good policy. She expressed
support for the |egislation.

9:40: 29 AM

JEFF JESSEE, CH EF EXECUTI VE OFFI CER, ALASKA MENTAL HEALTH
TRUST AUTHORI TY, DEPARTMENT OF HEALTH AND SCCI AL SERVI CES
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encouraged the commttee to base decisions noving forward
on data and not on anecdotal stories. He pointed to the
handout "Al aska Alcohol vs. Tobacco Sales to Mnors,
SFY2006 - 2011" (copy on file). He explained that the chart

and graph reflected the percentage of illegal alcohol sales
to mnors against the percentage of illegal tobacco sales.
Except for 2009, the percentage of illegal alcohol sales to
m nors had been significantly higher than that of illega
tobacco sales. In 2010 the rate of illegal alcohol sales

was twi ce that of tobacco.

M. Jesse argued that alcohol was a devastating drug,
particularly in the hands of mnors. He thought that the
industry and ABC Board should maintain respectful
partnership in order to conbat the issue of ninor
consunption. He was inpressed wth the agency's new
executive director and her inplenentation of policy changes
that would | ead to concrete data.

9:45: 23 AM

M. Jesse stated that the concrete data would lay out a
matrix of the many ways a |icensee could register concerns
about how they were treated by the board. He believed the
work currently being done by the agency's director would
improve the chances for: informal conversations wth
supervisors, investigators and directors, the ability get
on the agenda and to present concerns publicly at board
neetings, and the power to neet with an onbudsnman to file a
formal conpl aint. He believed that the agency would be
able to return to the legislature in 2012 wth actual
nunbers detailing how many |icensees had taken advantage of
the opportunities to have their concerns addressed and the
end results. He addressed industry concern that retaliation
could occur if conplaints were |lodged. He said that it
coul d be expected that when a conplaint was filed the board
would go back and exanine the licensee's conpliance
hi story.

M. Jesse furthered that it was not sufficient for a
licensee to sinply allege that their concerns were not
being addressed. He said that the issue would exist

regardless of the departnent the agency fell wunder. He
referred to a recent poll that had been conducted in
Anchorage in which 67 percent of the public had purported
that |icense checks were necessary in the purchase of
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al cohol. He asserted that the nunbers indicate that the
public remai ned concerned with m nors procuring al cohol.

Representative Joule wondered who was responsible for the
illegal sale at the point of purchase. M. Jesse replied
that in the case of tobacco sales the individual
sal esperson would be given a ticket and the |icensee would
have their license suspended for up to 20 days. In the case
of alcohol, the server of the alcohol was charged with a
m sdenmeanor. In addition, the ABC Board could take action
to suspend the liquor license. He contended that the higher
penalties for alcohol violations may not serve the state's
interest. He argued that the entire system as a whole
needed to be exam ned.

9:52: 55 AM

SH RLEY d FFORD, DI RECTOR, ALASKA BEVERAGE CONTROL BQOARD,
DEPARTMENT OF PUBLIC SAFETY, JUNEAU, added that if the
licensee was the person who served a mnor there would be
addi tional ramfications through the board.

Representative Costello wunderstood that on any board or
conmi ssion, the executive director carried out the wll of
t he nenbership of the board. She wondered whether the board
could focus on data and research regardl ess of where the
agency resi ded.

M. Jesse responded in the affirmative. He stated that the
board was the entity that set the direction and the policy
for staff.

Representative Gara referred to the handout related to
illegal sales. He requested clarification concerning the 15
percent violation rate in 2010. M. Jesse replied that the
15 percent was the violation rate based on conpliance
checks. They did not know what the actual rate of illega
sales to mnors outside of the conpliance check.

Vice-chair Fairclough asked if the nunber reflected the

conpliance check nunbers or the overall violations. She
pointed out that many tinmes the licensee will self-report
different violations; for exanple, if there was an

altercation in the parking lot they could call the police
for safety and it would be counted as a violation. She
asserted that sonetinmes facility nanagers call upon the
police in for assistance with violations in progress. M.
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Jesse believed the al cohol data on the handout was based on
conpl i ance checks.

Representative Gara asked for clarification on the
definition of a conpliance check. He felt that if the 2010
nunber neant that 15 percent of the sales nade were nade to
mnors that the problem was nuch bigger than thought
bef or e.

9:59: 22 AM

M. Jessee replied that if no mnors outside of the ABC
conpliance checks tried to buy alcohol, the actual rate
woul d be zero. There could still be a 15 percent violation

rate on a conpliance check. He believed that the actual
rate would be |l ess than the conpliance check rate.

Representative GQuttenberg queried the reason for the
anomaly in the nunbers for 2009. M. Jesse responded that
he did not know. He directed the question to DHSS.

Vi ce-chair Fairclough believed that the anomaly could have
been the result of different anmounts of noney for
conpliance checks for alcohol and tobacco |icensees being
invested at different periods of tine.

BOB W NN, BLUES CENTRAL/CHEF'S | NN, ANCHORAGE (via
tel econference) testified 1in support of HB 125. He
expressed that the board did an outstanding job wth
enforcenment. He declared that the executive director was an
ex-chief of police, the head of enforcenent was an ex-chi ef
of police as well. The four enforcenent officers of the
agency were past nenbers of police departnents or agencies.
He thought that the licensing function of the agency could
be further devel oped, as well as the comrerce and busi ness
aspect .

M. Wnn furthered that it was inportant to teach mnors
about healthy attitudes towards alcohol. He believed that
the nunmbers were skewed to nake the issue one of
enforcenment when only 7 percent of the instances of mnor
consunption involved |icensees. He supported Shirley
G fford and her enforcenment efforts but believed that there
were adm nistrative portions could be inproved under DCCED
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Vi ce-chair Fairclough touched on the allegation that police
may have overstepped their authority wth owners and
operators of |egal businesses.

He believed that in the past the agency had attenpted to
make it as difficult as possible for bartenders to pass
tests, to the point of being underhanded. He said that
standards for sting operations had been set on a federa
| evel that had not been enployed at the state level. M.
Wnn stressed that Shirley Gfford had nade significant
changes for the better. He reiterated that in the past
licensees had experienced difficulty with the enforcenent
arm of the agency.

10: 08: 11 AM

M. Wnn shared that during a past sting operation the
underage person had wused mlitary identification, which
listed four different dates on the back. The server m sread
the birthdate and ended up being in violation. He felt that
the enforcenent officers at the time treated the enployee
as if her violation had been imm nent.

Representative Gara suggested that rouge state enployees
woul d exist perpetually in every departnent. He wondered
how nmoving the ABC board from one agency to another would
i nprove the sting operations.

M. Wnn did not believe that there would be any inpact. He
t hought that the ABC Board was tasked with nore than sting
operations; responsibilities he believed that had been
negl ected. He expressed concern that the taxes on alcoho
in the state were significant and that the commerce arm of
t he agency had been negl ect ed.

KATE BURKHART, EXECUTI VE DI RECTOR, ADVI SORY BOARD ON
ALCCOHOLI SM AND DRUG ABUSE, DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES, JUNEAU, read from a prepared statenent (copy on
file):

First, the Board expressly states its appreciation for
the work of al | the folks involved in this
conversation: the ABC Board nenbers and staff, the
menbers of CHARR, the Jlaw enforcenent conmmunity,
social services and community organizations, and the
| egislative committees. It's not easy work. W want to
reiterate that this is not an issue of good guys and
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bad guys. And it's not an issue of the nerits or
denerits of al cohol

Ms. Burkhart agreed with Representative Hawker that the
i ssue was about bal ancing the needs and concerns of all the
parties and stakeholders to the issue. However, the board
did not support noving the ABC Board from DPS. She read
fromthe prepared testinony:

The stated intent of HB 125, based on the
recomrendation of the Legislative Budget and Audit
Subconmittee, is to create "greater sensitivity on
[the ABC Board's) part for the commercial benefits the
i ndustry generates for the State."

The Advisory Board on Al coholism and Drug Abuse has
had the chance to work together with the Cabaret,
Hotel, Restaurant and Retailer's Association over the
| ast two years. Not only have we furthered our shared
priority of preventing fetal alcohol spectrum disorder
t hrough better public awareness efforts, the board has
had the opportunity to learn nore about how the
industry and individual retailers pronote responsible
-and | awful use of al cohol.

The retailers of alcoholic beverages in Al aska invest
time, energy, and noney to ensure that only [|aw ul
sales are made -whether to youth or to adults. Many
retailers have strong histories of responsible sales
practices and conmunity efforts to pronote responsible
consunpti on, and those efforts should not be
m ni m zed.

Ms. Burkhart stressed that the purpose of her comrents was
to pronote responsible consunption and |awful al cohol
sal es. She continued with her testinony:

The fact that we have a 15% non-conpliance rate is
attributable not just to ABC Board efforts, but to the
consci entiousness of retailers and their enployees -
and the training and supports provided by CHARR
However, even wth this inprovenent, the rate of
illegal sales of alcohol to mnors remains nearly
twice the rate of illegal sales of tobacco to m nors.
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Even with the heightened conpliance rate, Al aska youth
are reporting unacceptable |evels of underage al cohol
use. In 2009, 57% of alternative high school students
and 33.2% of traditional high school students surveyed
in the Youth Ri sk Behavior Survey reported having used
al cohol in the past 30 days. That sane year, 42.7% of
alternative high school students and 21.7% of
traditional hi gh  school students reported binge
drinking in the past 30 days. Folks should not assune
that youth get all their alcohol from retailers.
Wile that is a certainly a source of alcohol either
directly or through inproper purchases for mnors by
adults wth less than great judgnment (sonething
shoul der tap checks are nmeant to catch) -other neans
of securing al cohol account for at l|east 1/3 of the
ways young people report getting their hands on
al cohol .

Because the mmjor issue for ABADA is the consequences
of the proposed nove and how it could affect the
overal |l issues of underage drinking and al cohol abuse
in Alaska -we | ooked at the reported youth al cohol use
in states where the ABC Board is in a |aw enforcenent
agency like Public Safety and conpared it to states
where the al coholic beverage control entity was within
a non-law enforcenent agency (such as Revenue or
Comrerce). Here's what we | earned:

Col orado, GCeorgia, Kansas, M ssissippi, and M ssour
all have the ABC Board within a non-law enforcenent
executive agency. In those states, the Youth Risk

Behavi or Survey data for 2009 showed slightly higher
average rates for youth reporting ever having had an
al coholic drink and reporting a drink before age 13.
More inportantly, all those states had higher reported
rates of youth al cohol use than Al aska:

. 1.3-5.8% higher reports of ever having had
al cohol ;

. 3.5-9.5% higher reports of having had al cohol

before age 13; and

. 1.1-7.6% higher reports of having had al cohol at
| east once in the | ast nonth.

Three of these five states had rates of binge drinking
3-4% hi gher than Al aska's. (See Table 1)
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Conmparing the rate of al cohol related underage driving
fatalities in states with alcohol control within |aw
enforcement agencies to the rate in states where
al cohol control is not within [aw enforcenment shows a
simlar difference. From data reported by The Century
Counci |, a nat i onal nonprofit or gani zati on of
distillers forned "to fight against drunk driving and
underage  dri nki ng" and to pronote "responsible
deci sion making regardi ng beverage control,"” we see a
significant difference between states.

10: 16: 55 AM

Ms. Burkhart continued to read from her testinony:

The national rate for underage driving fatalities in
2009 was 21100,000. Alaska's was 1.4/100,000, the
approximate nmean of seven states reviewed where
al cohol control was within a |law enforcement or public
safety agency. Looking at Colorado, Georgia, Kansas,
M ssi ssi ppi, Mssouri, Mntana, South Carolina, South
Dakota, West Virginia, and Womng (all states where
t he al cohol control agency is in an agency other than
| aw enforcenent), the average rate was 3.61100,000 -
two and a half times the rate of states that treat
al cohol control as a public safety responsibility.

The Legislature can provide guidance and express
| anguage about expectations to the ABC Board, in order
to balance the concerns and needs of all the parties
involved. You also have an existing nechanism for
investigating and resolving citizen conplaints about
executive agencies: the Onbudsman.

10: 19: 46 AM

Ms. Bur khart concl uded:

| used to be an assistant onbudsman with the Al aska
State Qrbudsman, and | couldn't renenber seeing a
conplaint about the ABC Board conme in while | was
there. So | reviewed the matrix of investigations
posted on the Onrbudsman's website, and | didn't see
any there either. Just to be sure, | call Linda Lord-
Jenki ns, the Onbudsman, and asked her about conplaints
about the ABC Board. She reviewed their database of
conplaints, which goes back to 2000. She found one

House Fi nance Conmmittee 16 04/06/ 11 8:48 A M



conpl aint about the ABC Board, made in 2010 and stil
bei ng i nvestigated. One conplaint in a decade.

The testinmony provided to the Legislative Budget and
Audit subconmttee, and to conmttees during the
session, has been passionate. Cearly there are
different positions that need to be resolved. Moving
the ABC Board is a dramatic solution, and one not
wi thout cost. Such a solution should be the |ast
resort, and not the first.

The Advisory Board on Alcoholism and Drug Abuse
supports efforts to pr onot e a col | aborati ve
rel ati onship between the ABC Board and nenbers of the
i ndustry. We can speak: first hand of the benefits of
partnership with CHARR and its nenbers, and see
opportunities for working together to reach comon
goals -one of them being ensuring that only [|aw ul
sales of alcohol are nmade. However, the data -the
conpliance rate, the availability and use of alcohol
by underage youth, the disparity in outcomes between
states with the ABC Board in public safety versus
ot her agencies, and the lack of a record of conplaints
about the board's actions -indicate that t he
uni nt ended consequences of HB 125 are too costly to
Al askan conmuniti es.

Representative WIson thought that each state had its own
set of variables that were used to craft the statistics
provided by M. Burkhart. She requested nore informtion
regarding the make-up of the ABC boards of other states

She highlighted that nenbers of the public safety conmunity
held seats on the ABC Board for Al aska, which may not be
the case in the rest of the country. She also thought that
the survey pertaining to alcohol and teenagers could not
have produced an accurate reflection of alcohol use because
teenagers were inherently unable to answer truthfully.

Representative Joule expressed interest in the nunber of
grant dollars used for the purpose of prevention.

Ms. Burkhart said that she would provide the information to
the conmittee.

Representative Costell o wondered whether there had been any
public awareness canpaigns or grants that targeted
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controlling mnor consunption during tinmes of celebration
such as hi gh school graduati on.

Ms. Burkhart stated that she would provide the information
to the commttee.

Vi ce-chair Fairclough wondered whether M. Burkhart would
be available then the legislation came back before the
comm ttee.

Ms. Burkhart offered that she would be in the building
t hroughout the week. She would be out of state the
fol |l ow ng week.

Representative Gara wondered why noving the agency would
have a detrinental inpact on the ABC Board. He also
wondered whether the board was responsible for sting
oper at i ons.

Ms. Burkhart referred to M. Wnn's comments related to the
three |legged stool. She believed substantial progress had
been made following the legislative audit and would be
di srupted if the board were to nove to a different agency.

10: 27: 28 AM

Ms. Burkhart stated that currently the ABC staff and |aw
enforcement were working jointly. She did not believe that
the quality of work would be nmaintained if the board were
noved to anot her agency.

DALE FOX, PRESI DENT, CHARR, ANCHORAGE (via tel econference),
was in support of HB 125. He opined that the industry and
the board were responsible for educating and naintaining
comuni cation with 25,000 enpl oyees statew de. He expressed
t hat education conbined with enforcenent was the answer. He
pointed out the "Born On" stickers and calendars were
devel oped to assist workers to quickly do the nmath to
determ ne whet her a cust oner was 21 years ol d.
Identification Flip cards were developed to help with the
multiple dates on mlitary |1.D. cards. The industry
enpl oyed many tools to assist l|licensees in conpliance. He
believed that industry was doing a great job. He shared
that Alaska was nunber one in the nation at refusing
service to underage youths. He offered that the industry
was interested in wrking with the state to encourage
i nprovenent . He relayed that ABC and troopers were
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primarily an enforcenment agency and did not assist wth
education. He believed that DCCED would do an excellent job
at adm nistering the ABC Board, particularly in the area of
educati on.

Vi ce-chair Fairclough noted that the conmttee had run out
of time before conpleting public testinony. She said she
woul d nmake a recommendation to the Co-Chairs to continue
public comment at the 1:30 neeting.

Vi ce-chair Faircl ough di scussed housekeepi ng.

HB 125 was HEARD and HELD in commttee for further
consi derati on.

10: 33: 42 AM

#
ADJ OURNVENT

The neeting was adjourned at 10: 33 AM
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