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W TNESS REGQ STER

REPRESENTATI VE M KE HAVWKER

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified as Chair of the LB&A comittee,
prime sponsor of HB 126 and HB 125 and answered questions during
t he di scussion of the bill.

PAT DAVI DSON, Legislative Auditor

D vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Presented auditor findings and answered
guestions on audit recommendations during the discussion of HB
126.

SH RLEY G FFORD, Director

Al cohol i ¢ Beverage Control Board (ABC Board)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Testified in opposition to HB 125 and
answered questions during the discussion of the bill.

ELLEN GANLEY, Public Menber

Al cohol i c Beverage Control Board (ABC Board)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in opposition of HB 125.

JOHN LUCKI NG, Chief of Police;

President; Al aska Peace Oficers Association (APQA)

Sol dot na, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 125.

KEI TH MALLARD, Division Director

Al aska State Troopers

Departnment of Public Safety (DPS)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 125.
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BRAD JOHNSON, Deputy Chi ef

Fai r banks Pol i ce Departnent;

Menber, Al aska Associ ation of Chiefs of Police (AACOP)
Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 125.

DALE FOX, President and CEO

Al aska Cabaret, Hotel, Restaurant and Retailers Association
( CHARR)

Anchor age Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 125.

GARY SUPERVAN, Oaner

Hunger Hut Bar, Mdtel, & Liquor Store

Ni ki ski, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 125.

CARVEN LUNDE, Director

Kodi ak Cabaret, Hot el Restaurant and Retailers Association
( Kodi ak CHARR)

Kodi ak, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 125.

ACTI ON NARRATI VE
3:16: 53 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Representatives O son

Thonpson, Saddler, Holmes, and MIler were present at the call
to order. Representatives Johnson and Seaton arrived as the
nmeeti ng was in progress.

HB 126- OVNI BUS BOARD EXTENSI ONS

3:17:44 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 126, "An Act extending the term nation dates of
the Board of Nursing, the Board of Dental Exam ners, the Board
of Barbers and Hairdressers, the Regulatory Comm ssion of
Al aska, and the Al coholic Beverage Control Board; and providing
for an effective date.”

3:17:54 PM
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REPRESENTATI VE M KE HAWER, Alaska State Legislature, stated
that two bills originated in the Legislative Budget and Audit
Commttee (LB&A), and as Chair of the commttee he is presenting

the bills before this conmttee today. The first bill is a
housekeeping matter. Many boards and comm ssions have sunset
dates to allow the legislature to periodically consider whether
prograns are fulfilling their desired tasks and if it 1is

appropriate for a specific board or commssion to continue.
Hi storically, the legislature has considered each board or

commi ssion individually. In response to Chair O son, he agreed
that this bill consolidates sunset audits into one omi bus board
extension bill. He pointed out that |I|egislators have

historically separated reauthorization bills from policy bills
and he cautioned the commttee not to clutter HB 126 with policy
changes.

3:21: 33 PM

REPRESENTATI VE HAWKER explained the legislative auditor's
function. The legislative auditor conducts admnistrative
reviews of the managenent and operation of boards or comm ssions
and provides a detailed report to the legislature through the
Legi sl ative Budget and Audi t Committee (LB&A) . The
recomrendati ons nmade in HB 126 reflect the recommendati ons nade
by the division via the legislative auditor, Pat Davidson. This
bill would extend the follow ng boards and commr ssions for eight
years to June 30, 2019, as recomended by the legislative
auditor: Board of Barbers and Hairdressers, the Board of Denta

Exam ners, the Board of Nursing, and the Regulatory Conm ssion
of Al aska. The legislative auditor also recommended the
Al cohol i c Beverage Control Board (ABC Board) be extended to June
30, 2015. Last year during a sunset audit review process of the
ABC Board, the auditor detailed operational and admnistration
issues for the ABC Board. The legislature extended the ABC
Board for one year only to allow the ABC Board to nake
adm ni strative managenent corrections. The legislative auditor
has since reviewed the board' s activities and has cleared the
"to do" list from the original audit. This bill now would
recoomend the ABC Board be extended for an additional four
years. He recapped that HB 126 reauthorizes agencies which have
passed nuster with the |egislative auditor.

3:23: 46 PM
REPRESENTATI VE HOLMES stated that she liked the new format for

sunset revi ews. She pointed out one discrepancy. The
| egislative auditor recommended the ABC Board be extended to
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2014, but the bill would extend the ABC Board until June 30,
2015. She said she was unsure whether she was reviewing an old
audit or if the nost recent audit is in nenbers' packets.

REPRESENTATI VE HAWKER  agreed Representative Hol mes has

identified an anomaly in the ABC Board's audit. He expl ai ned
that the original audit identified the ABC Board s problens but
still recoomended a four-year extension. However, t he

| egi sl ature decided only to extend the ABC Board for one year,
tasked it with correcting any deficiencies, and the |egislative
auditor reported the board' s progress in an update to the sunset
audi t. As the Chair of the LB&A Conmttee, he said he
consi dered whether to extend the ABC Board for four years from
this point forward or to use the auditor's updated review date
as a starting point. He ultinmately decided to select the
extension date as four years fromthis point forward, he said.

3:25:39 PM

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, said she was available to
answer questions on any of the audits contained in HB 126.

REPRESENTATI VE HOLMES related that she noticed a nunber of
concerns had been raised by the auditor. She asked for an
update on the auditor's findings since the last |legislative
audi t.

M5. DAVI DSON expl ained that in the FY 09 audit, which was during
the | ast sunset review, the auditors made two recomrendations to
the ABC Board. The first recommendation was with respect to its
enf orcenment policies. She related that the auditors wanted to
see quantifiable and objective enforcenment goals and for the
board to comrunicate specific goals to its staff to carry out.
The second reconmendation contained "a bit of a laundry list" of
adm nistrative issues, she said. She reported that the
adm ni strative operations have been substantially addressed.
She noted while the ABC Board has nmade sonme progress wth
respect to its enforcenment issues, these 1issues were not
substantially resol ved. The auditors found a mx of issues in
terms of establishing objective quantifiable enforcenent goals

The auditors would like the public and legislature to be able to
review the ABC Board's enforcenent operations and be able to
eval uate whet her the enforcement goals were net.

3:29: 09 PM
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CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 126.

REPRESENTATI VE HAWKER, in response to Chair O son, expressed his
intent to Iimt any changes to HB 126 solely to address sunset

provisions and not on policy matters. He acknow edged that
menbers rmay have issues wth those specific boards and
conmmi ssi ons' policies. He urged nenbers to address specific

policy issues in separate legislation and not to nake policy
changes in HB 126, the omibus bill.

REPRESENTATI VE JOHNSON noved to report HB 126 out of comittee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 126 was reported from the
House Labor and Commrerce Standi ng Comrittee.

The conmttee took an at-ease from3:30 p.m to 3:31 p.m

HB 125- ALCOHCOLI C BEVERAGE CONTROL BOARD

3:31: 15 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 125, "An Act noving the Alcoholic Beverage
Control Board to the Departnent of Comrerce, Conmunity, and
Econom ¢ Devel opnent and relating to duties of that departnent;
and providing for an effective date."

3:33:22 PM
REPRESENTATI VE M KE HAWKER, Al aska State Legislature, stated he

is the current Chair of the Legislative Budget and Audit (LB&A)
Comm ttee. The LB&A Committee sponsored HB 125 as a policy

bill, which resulted from the LB&A Committee's work during the
| ast legislature. He predicted the previous bill, HB 126, which
woul d extend the ABC Board, wi Il pass the |egislature. However,

sone issues arose during the legislative audit process of the
ABC Board, he said. During its one-year extension, the LB&A
created a subcommittee to review and decide where the ABC Board
should be domciled in state governnent, which he said he
thought of as one of the nore contentious issues the LB&A
Comm ttee would consider this |egislature. He provided a brief
hi story of the ABC Board. He stated that the ABC Board was
previously located in the Departnment of Revenue (DOR) since its
primary function was viewed as a revenue collection function.
He pointed out that alcohol taxes are one of the nore
significant revenue sources to the state. In 2003, at the
request of the executive branch, the ABC Board was noved to
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Departnment of Public Safety (DPS), where over tinme it is been
viewed as an extension of the crimnal |aw enforcenent actions
in the state. Over the course of a sumrer's worth of
subconm ttee hearings, the LB&A's subcommttee considered
whet her the DPS is the correct domcile based on the ABC Board's
m ssi on, he said. The commttee considered whether the ABC
Board's basic function should be as a | aw enforcenent agency or
if its function is nore a function of the regulation of business
and commerce, and if so, whether it should be housed in the
Department of Commerce, Community, & Economic Devel opnent
( DCCED . He remarked that agencies take on the character of
their domicile. Thus, when the ABC Board was housed in the DOR,
its focus was to collect revenue and to ensure alcohol taxes
wer e paid. He offered his belief that perhaps the ABC Board's
| aw enforcenent activities were |ess enphasized during that
tinme.

3:37:08 PM

REPRESENTATI VE HAVWKER sai d that once the ABC Board was rel ocated
to the Departnent of Public Safety (DPS), sone people believe it
has effectively beconme an investigation and prosecutorial
activity of the state. Sone also believe the ABC Board has | ost
sight of its primary mission as a regulator of a legitimte
industry in the state. He reported the LB&A's subcomm ttee took
testinmony this past summer, reached a concurrence, and nade
recommendations to the LB&A. He referred to a one-page report
from LB&A Commttee in nenbers packets. He enphasized that
while the LB&A agrees the ABC Board needs to maintain its
[taison with the law enforcenent community to adm nister the
crimnal aspects of the alcohol business in the state, the
hospitality industry is a legitinmate and sanctioned industry in
Al aska. He said it should first and forenost be part of the
DCCED along with all other commerce regulating boards. He
further stated the LB&A' s subconmttee recommended that the
i ndustry would be best served in DCCED. He related that there
were no objections by the LB&A Comrittee to bring forward this
proposal for further |egislative consideration.

REPRESENTATI VE HAWKER suggested this may be one of the nost
controversial bills that this commttee will hear this year.
Sone people, including those who nust contend with the ill
effects of alcohol in our communities, possess a strong belief
that the ABC Board's first and primary obligation is
enf or cenment . They maintain that the ABC Board should focus on
crimnally related aspects. Addi tionally, he anticipated that
the hospitality industry may view that all purveyors of alcohol
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are being "cast as bad guys." Sone purveyors may testify that
the the ABC Board is being managed and operated by using a

presunption of quilt. They may also view the industry as
i nherently evil, viewing every purveyor of alcohol as an
i nherent crimnal. However, he maintained this industry is

legally sanctioned by statute and is heavily regulated by the
state. The "good guys,"” those parties who operate legitinmately,
want to be fairly treated and not be treated as inherently
crimnal parties, he stated. He said the commttee wll hear
from both sides and will ultimtely decide whether or not to
nove this proposal forward. He |ikened the process as simlar
to a court trial process. He said he hoped the commttee wil
be able to point to sufficient argunents for both sides and
urged nenbers to bring HB 125 to the floor of the House for a
vot e.

CHAIR OLSON remarked that it will take time to hear from the
parties and to take public input. He said this nmatter is an
i nportant one to consider.

3:42:14 PM

REPRESENTATI VE HAWKER, in closing, offered his belief that the
heal th and social services and the |aw enforcenment conmunities
believe in an approach that is essentially a "cops, courts, and
cages" approach. However, the hospitality industry is an
i ndustry that does not believe it is currently being well served
by the ABC Board as it exists in the DPS. He commented that the
i ndustry further believes that the ABC Board has been overly
zealous in its persecution of a legal industry. He acknow edged
that he has frequently been viewed as "a go to guy" for |aw
enf orcement issues. Yet, he concluded that he is satisfied an
over zeal ous approach has energed with the ABC Board domiciled
under the DPS. This industry should be able to ask questions of
the board but cannot since asking for clarification on the |aw
would be simlar to a person walking into Al aska State Troopers
(AST) office and admtting he/she just robbed a bank. He
described growing tension within the industry since the ABC
Board chooses to prosecute parties instead of offering them
gui dance on conpliance with the state's al cohol |aws.

3:44: 49 PM
REPRESENTATIVE M LLER said he assuned that none of the ABC
Board's laws governing admnistration or policies would be

changed but HB 125 would nerely shift the ABC Board's
responsibility and jurisdiction to the DCCED
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REPRESENTATI VE HAWKER agreed. He clarified that under the bill,
the ABC Board's domcile or hone would be nmoved from DPS to
DCCED. He suggested the main question is to identify the ABC
Board's primary purpose and then decide whether the industry is
best managed as an arm of DPS or as part of the DCCED. He
reiterated that HB 125 does not make any changes in
responsibilities for the sale or consunption of al cohol.

REPRESENTATIVE M LLER related he has received nunerous calls
advocating for each side. He described HB 125 as a short and
sinple bill.

3:46: 55 PM

REPRESENTATI VE SADDLER asked whether a new division would be
created in the DCCED under the bill and also asked for
clarification on the overall structure.

REPRESENTATI VE HAWKER stated that HB 125 would nove the ABC
Board to the DCCED, but any changes to the DCCED s specific
organi zation chart could better be described by the departnent.
In further response to Representative Saddler, he said he was
uncertain whether the ABC Board's physical location would
change. He al so acknow edged his concern over the fiscal notes.
He remarked that the departnent's fiscal notes needed additional
scrutiny and inprovenent.

3:48: 41 PM

REPRESENTATI VE SADDLER said he had expected to see a decrenent
reflected in the DPS the fiscal note.

REPRESENTATI VE HAWKER agr eed. He said he was disappointed in
the lack of fiscal notes since HB 125 was introduced sone tine

ago. He stated that sone state agencies have not produced
fiscal notes. He reiterated his concern about the DPS fiscal
not e.

3:49: 47 PM

REPRESENTATI VE JOHNSON asked whether anything in HB 125 woul d
prevent an enforcenent officer from enforcing mnor consunption
| aws, conducting "stings", or any other enforcenent activities.

REPRESENTATI VE HAWKER answered absolutely not, noting that the
LB&A' s subcommittee report did not recommend any reduction in
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enforcenment responsibilities of the ABC Board or the DPS s
support for such enforcenent activities.

CHAI R OLSON reported that he has known the next w tness, Shirley
Gfford, for many years, noting she previously served as police
chief in his comunity.

3:50: 39 PM

SHI RLEY A FFORD, Director, Alcoholic Beverage Control Board (ABC
Board), highlighted her relevant work experience. She stated
that she served on the ABC Board prior to being selected as its
di rector. She previously owned a private training and
consul ti ng business, which has given her an understanding of the
i nportance of succeeding in one's own business, she said.
Additionally, she previously served as the chief of police for
the Sol dotna Police Departnent, as well as having served for 20
years with the Anchorage Police Departnment (APD), retiring as
captain, she said. In 2003, the ABC Board was relocated from
the DOR to DPS in order to place the ABC Board under an agency
that could better oversee its al cohol and enforcenment functions.
She offered her belief that this was a good nove. She spoke in
opposition to HB 126. She detail ed her service on other boards,
i ncluding serving as a board nenber on the Strategic Prevention
Framework State Incentive Gant (SPF SIG, the plan to reduce
underage drinking, and the Alaska Strategic H ghway Pl anning,
with its primary enphasis on underage drinking. She reported
that underage drinking has been a costly problem in the state
for some tine. She stressed the cost to the state is huge. In
2005, the cost associated with underage drinking was $315.5
mllion. She offered her support for the ABC Board' s conpliance
check program  She disagreed that the ABC Board is as broken as
was portrayed by the LB&A commttee's report. She surm sed that
the LB&A's conmmttee likely heard from a small segnent of the
industry that is convinced the ABC Board is "too hard on them"
The ABC Board has made trenendous inprovenents in its conpliance
check program and has net the audit recommendations, including
developing witten policy and procedures as well as an
enforcenment strategic plan.

3:54: 09 PM

M5. GFFORD said that the ABC Board has since identified
measureable goals and is currently on track to neet them She
offered her belief that transferring responsibility to another
agency would be costly, would result in inefficiencies, and
would likely require substantial effort to physically nove the
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of fice. Last legislature, the ABC Board prepared witten
conpliance check policy and procedures (P&) in response to a
request by a legislator. The P& was submtted to the
| egi sl ature and since she did not receive any feedback she took
that to be positive. She noted the P&P incorporated changes
suggested by the Cabaret Hot el Rest aur ant & Retailers
Associ ation (CHARR), including requiring random sel ection checks
instead of performng conpliance checks "bar by bar.” She
expl ai ned the selection process the investigators use. The ABC
Board's conmputer program randomy selects up 35 licensees in
Al aska's larger communities for the investigator to check. In
small er comunities such as Nome, the investigator would sinply
conduct as many conpliance checks as possible. Once the
establ i shnent has been checked, another conpliance check would
not be perfornmed on the licensee during the remainder of the
year, unless the bar/liquor store failed the initial conpliance

check. In those instances, the establishnment would be revisited
to ensure that underage drinking was not happeni ng, she stated.
Sonme licensees hold several | i censes, such as "Chil koot
Charlie's" in Anchorage. Sonme |icensees conplained that nore

than one conpliance check was being conducted so the ABC Board
pul l ed duplicate licenses from its system to help ensure that
only one conpliance check is perfornmed per establishnment each
year. Not all licensees are checked each year, she noted. In
2010, the ABC Board only perforned conpliance checks on 46
percent of |icensees, she reported.

3:57:35 PM

M5. A FFORD asserted that the ABC Board's goal is to inplenent a
fair and objective nmethod for its conpliance checks. She
provi ded the ABC Board's goals for conpliance checks, including
its goal to check 75 percent of the licensees in Anchorage, 50
percent in Fairbanks and Juneau, and approxi mtely 25 percent

for any on-road and off-road establishnents. The nunber of
conpliance checks for rural areas are less since fewer |icensees
are located in rural areas. Additionally, the investigator's

travel is nore costly to travel to rural areas, she said.

M5. G FFORD related that investigators in Juneau and Fairbanks

work with the Alaska State Troopers. Currently, the Juneau
i nvestigator has been working with the AST on the Al eutian Chain
comunities. By using the AST airplane when visiting rural
Al aska comunities, an investigator can cover over a dozen
communities in a 13-hour shift. She remarked that sone
| icensees comented they had not previously been subject to
conpliance checks. Recently the ABC Board's investigator
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assisted the |licensees in Tanana and MGath wth their
paperwork and hel ped them conply with other requirenents, such
as signage. The investigator did not wite any citations but
provided training instead. Wien the ABC Board receives a
conplaint, an investigator is duty bound to investigate the
conpl ai nt. She stressed that the ABC Board's investigators
assi st owners in conplying with the al cohol |aws every day.

4:00: 37 PM

M5. G FFORD asserted the ABC Board' s philosophy and primary
mssion, is to assist owners and help applicants conply wth
liquor laws. She disagreed that its mssion has been to create
barriers and prevent issuance of [liquor |icenses. She

hi ghl i ghted beneficial changes the ABC board has made, including
an assessnent nethod to eval uate potential underage buyers. She
used a panel of people to "assess" the underage buyers ages
since it's inmportant that underage buyers clearly appear to be
under age. The ABC Board's Board of Director's group was
conprised of five citizens, including three public nenbers and
two industry representatives. The panel tried to guess the ages
of the eleven potential underage buyers and if anyone appeared
to be of legal age, he/she was not used for "sting" operations.
Soneti mes underage buyers were used for other operations, such

as for "shoulder taps,” which are situations in which an
underage person randomy asks sonmeone to buy liquor for them
after telling the potential buyer that he/she is underage. | f

the person being solicited during a "shoul der tap" buys |iquor
for the underage person, the buyer would be cited.

4:02:12 PM

M5. G FFORD added that people who purchase al cohol for underage
teenagers often have lengthy crimnal histories. She descri bed
other efforts the ABC Board has taken to inprove its enforcenent
activities, such as separating out inspections from conpliance
checks in an effort to reduce the appearance of "trying to catch
sonmeone” who has passed their conpliance check but has signage
or other admnistrative issues. When an investigator observes
signage or other issues during a conpliance check, the
i nvestigator and area investigator would conduct a separate site
check to help the owner correct any issues, she said. She
reported that the ABC Board has four investigators and one
enforcement wunit supervisor to cover the entire state. Thus,
the ABC Board relies on local police and the Al aska State
Troopers (AST) to assist them in enforcing liquor |aws under
Title 4, she advised. Since license fees are returned to the
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| ocal police departnment, the ABC Board can request that the
department not refund any license fees collected until the
liquor |laws are enforced. She related an incident in which it
was necessary to remind a police chief to enforce the |iquor
| aws or | ose the grant nonies.

M5. G FFORD offered her belief the ABC Board's staff experiences
excel l ent comunications with police departnents. The DPS al so
shares its proprietary information and allows the ABC Board's
i nvestigators to acconpany AST on the DPS aircraft, which saves
the ABC Board about $10,000 per year in travel costs incurred

She offered his belief that the DPS charges other departnents'
personnel for travel costs.

VB. G FFORD acknow edged some peopl e have expressed

di ssatisfaction wth conpliance checks since no one Iikes
getting cited, but the ABC Board has the responsibility to hold
| icensees accountabl e. She pointed out that frequently

investigators issue a notice of violation wthout inposing any
fine.

4:06:16 PM

REPRESENTATI VE JOHNSON recalled that in 2005, the cost for
underage drinking in Alaska was $315.5 mllion. He asked
whet her she thought the ABC Board's efforts to curb underage
dri nki ng were successful.

M5. A FFORD answered that the figures were obtained from the
Plan to Prevent Underage Drinking. In further response to
Represent ati ve Johnson, she agreed that the cost is a huge cost
to the state and she did not consider the cost of underage
drinking as a success.

CHAIR OLSON clarified that the 2005 figures relate strictly to
t he costs associated with underage drinking.

4:07:44 PM

M5. G FFORD outlined categories of problens associated wth
underage drinking, including youth violence, youth traffic
crashes, high-risk sex ages 14-20, youth property crinme, youth
injury, poisonings and psychoses, fetal alcohol syndrome (FAS)
anong not hers ages 15 to 20, and youth al cohol treatnent.

REPRESENTATI VE JOHNSON offered his belief that the state's
enforcenment efforts are not worKking.
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M5. d FFORD specul ated that if the ABC Board were to "let up" on
its enforcenment efforts that the potential exists for the
problemto escal ate even nore.

REPRESENTATI VE JOHNSON asked what would change besides reduced
transportation costs, which the state currently absorbs through
anot her departnent, for the ABC Board if it were relocated to
DPS. The job responsibilities would be consistent, he remarked.
He al so asked what woul d cause the ABC Board to "let up."

M5. A FFORD said she hoped the enforcement efforts would not

"let up." She expressed concern that by relocating the ABC
Board to the DCCED, the working relationship with the DPS woul d
change. She stressed that the ABC Board has devel oped a close

working relationship the AST and |ocal police. She offered an
exanpl e of cooperative work, noting she maintains a registration
list of people not allowed to inport or possess alcohol, while

the AST investigates any suspected bootl eggi ng. She expressed
concern that changing the departnent's oversight could result in
a loss of comunication. She offered her belief that she also
gains credibility by being housed wth DPS. She recalled

auditors questioned how she knew the AS al cohol statutes were
being enforced and she answered that she knew the laws were
bei ng enforced because police departnents have a duty to enforce
| aws. She was not certain whether the auditors would have
accepted her answer if the ABC Board had been housed at DCCED.
She recalled being invited to serve on an Alaska Crinme Reporting
Conmittee, which she felt was due to her affiliation with the

DPS and the | aw enforcenent community. "As nuch as people would
like to say that nothing wll change, | absolutely believe
things will change,"” she said.

4:11:17 PM

REPRESENTATI VE SADDLER asked her to confirm whether ||icense
checks are randomy selected by a conmputer program and once
checked that the licensee is aware that no additional conpliance
checks will occur for the remai nder of the year.

M5. G FFORD agreed, but noted one exception, such that in the
event a conplaint is filed that the ABC Board woul d take further
action to investigate the conplaint. In further response to
Representative Saddler, she agreed the licensees are aware of
t he one conpliance check per year.

4:12:18 PM
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REPRESENTATI VE THOVWPSON asked for clarification on comunication
changes, since the liquor |laws and ABC Board's regul ations would
not be changed. He offered his belief that conmunication is
pretty sinple in our electronic world.

M5. G FFORD recalled grappling with the fiscal inpact since the
ABC Board would need to get past the DPS's firewall in order to
access information. She pointed out the DPS nust protect
people's names and backgrounds, whi ch  cannot be shared
publically, but all of the ABC Board's work is public
i nformation. The ABC Board also uses the Alaska Public
I nformati on Network and she was unsure of how the transfer to
DPS woul d affect access to confidential information.

4:13: 56 PM

REPRESENTATI VE THOVWPSON st ated that having served as a mayor, he
has personally observed conpliance checks in Fairbanks, but has
never observed the AST or |ocal police involved with conpliance
of ficers.

M5. G FFORD recalled during her tenure as the Soldotna Police
Chief, prior to being hired by the ABC Board that the police
departnment performed the conpliance checks. She reiterated that
the Juneau investigator works with the conpliance officers on
conpliance checks. She indicated that two investigators are now
arnmed, but prior to achieving that status the officers were
acconpani ed by the city police or AST troopers. She noted that
when officers were not available, the conpliance officers often

wor k al one. She remarked that the ABC Board investigators
attend police departnent briefings and train at the police
academ es. She reiterated that four investigators cover the

st at ewi de wor k.
4:15: 55 PM

REPRESENTATI VE SADDLER asked for clarification on the ABC
Board's investigator training and certification, specifically as
it relates specifically to investigators who carry weapons.

M5. G FFORD answered that the investigators are bound by the
AST's operating procedures nanual. She stated that the
investigators nust qualify at the firing range annually, noting
that those who carry weapons are those who have not been out of
police work for longer than three years. She explained that one
investigator previously served as a Juneau Police Departnent
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(JPD) officer, and one transferred from the AST to the ABC
Boar d. The ABC Board's investigators adhere to the sane
qualifications as an AST trooper, she said. |In further response
to Representative Saddler, she explained that it is not a
requirenent, but the ABC Board has adopted the Alaska Police
St andar ds Council's requirenents for qual i fication.
| nvesti gators who have not served within three years nust attend
a two-week police acadeny and those who have not actively served
for ten years, nust attend a full police acadeny, she said.

4:17:24 PM

REPRESENTATI VE SADDLER asked whether the division provides the
i nvestigators w th weapons.

M5. G FFORD answered yes. In further response to Representative
Saddl er, she responded that the ABC Board's investigators train
at the range four tinmes a year, and qualify once annually.

4:17:53 PM

REPRESENTATI VE M LLER asked whether statistics were available
prior to 2003 that denobnstrate the ABC Board functions nore
efficiently in one departnent over the other.

M5. G FFORD answered no. She expl ained she revanped statistics
since the conpliance checks were previously conpared to the
nunber of |icenses instead of to the nunber of checks conducted.
She said she has reliable statistics for the past three years,
but does not have prior statistics for the conpliance program
She elaborated fees <collected are directed to local police
agencies to cover overtine costs, but currently grant funds to
enforce underage drinking laws fund a fulltinme investigator.
She offered to further research the ABC Board statistics.

4:19: 48 PM

REPRESENTATI VE M LLER asked her to review the basic primary
enforcenent activity for conpliance checks when the ABC Board
receives a conpl aint.

M5. G FFORD responded that when a conplaint is received, often
from another |icensee, she arranges for underage buyers to
attenpt to buy alcohol wusing their own identification. The
underage buyers do not use fake identification nor does she ask
t he underage buyer to dress up to |ook ol der. The reason for
the conpliance check is to ensure that the licensee is not
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selling to underage buyers. If an establishnment sells to an
underage buyer the investigator wites a summons. If the
establishnment refuses to sell to the ABC Board' s underage buyer
then the clerk or bartender wll receive a "congratul ation
card". In further response to Representative MIler, she agreed
that if the bartender or clerk sold to an underage person the
ABC Board's investigator would cite the person selling |iquor.

She acknow edged that sonetines the barkeeper w Il call his/her
manager but the investigator would not require he/she to do so
since the board is not involved in the owner/nmanager

di sci plinary actions.
4:23:02 PM

REPRESENTATI VE M LLER asked for clarification of instances in
whi ch people are "carded" at the door. He assunmed the person
buying a drink would need to have identification checked again
at bar.

M5. G FFORD answered that if an establishnment has a system to
check identification at the door, the bartender does not
normally recheck the «client's identification wunless he/she
suspects the person buying al cohol is underage.

4:23:53 PM

REPRESENTATI VE SEATON asked for clarification, on whether the
ABC Board would have access to public safety system if it was
noved to t he DCCED.

M5. G FFORD said she is not aware that the DPS would all ow ot her
departnments to use their system In further response to
Representati ve Seaton, she agreed to verify the policy.

4:25:09 PM

ELLEN GANLEY, Public Menber, Alcoholic Beverage Control Board
(ABC Board), stated that she serves as the Vice Chair of the ABC
Board and previously served on the ABC board for over ten years.
She explained that she was originally appointed due to her
public health background. She asked to speak in opposition to
HB 125, stating it would not be a good idea to nove the ABC
Board to DCCED. She asserted that DPS has been a good fit for
the board. Wen she first started serving on the ABC board, it
was housed in DOR and had a nunber of problens. When the ABC
Board noved to DPS it seened like a better fit above and beyond
its basic licensing responsibilities she said. The ABC Board
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relies heavily on local police and AST for enforcement of |iquor
laws. She further said that it has led to positive interaction
bet ween the board and DPS. She recalled at the |ast ABC Board
neeting the new DPS Comm ssioner and AST Director attended in
order to discuss commopn issues.

4:27:46 PM

M5. GANLEY said the cost to relocate, in terns of staff tine and
nmoney, would result in a loss of focus in the ABC Board's role.
She addressed conpliance checks, stating that 98 to 99 percent
of its licensees are good |icensees and operate good busi nesses.
She acknowl edged that the industry has been unhappy about
conpliance checks, but stressed the inportance of enforcenent
since al cohol abuse is Alaska's nost pressing public health and
public safety issue. She also recalled that early on the
failure rate in Fairbanks for conpliance checks was fairly high,
rangi ng about 50 percent, which nean lots of underage people
were being served in licensed prem ses. She surm sed that
serving mnors was not due to maliciousness or for business
reasons, but was sinply because bartenders or servers were not
checking licenses for proof of age. In recent years the ABC
Board has seen rate of |icensees passing conpliance increase.
She said people under 21 are finding it nore difficult to buy
al cohol in licensed prem ses, which she viewed as a good thing
since it goes beyond DPS policy and the ABC Board's policy and

translates to good public health ©policy. One of the
cornerstones of public health is surveillance and control of
di sease, air, and water quality. She observed that once

enf or cenent activities are effective and surveillance is
reduced, that eventually the problens would resurface and
escal at e. In closing, she said that "she really would hate to
see that happen.”

4:30:28 PM

JOHN LUCKI NG, Chief of Police; President; Al aska Peace Oficers
Association (APQA), stated that the APOA represents over a
t housand |aw enforcement officers, correctional officers, and
probation officers in Al aska. The APOA furthers fraternizing
anong coworkers and provide training. He related that an APQA
commttee tracks | egislation. The APQOA' s subconm ttee recently
nmet and is adamantly opposed to HB 125, which would nove the ABC
Board to the DCCED. He offered his belief that the nove would
harm the continuity of enforcenent and would challenge the
rel ati onship between the ABC Board and other |aw enforcenent
agencies. He has served in Alaska as Police Chief for 12 years
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and as an officer for over 26 years. During this time he has
observed the ABC Board's operation under the DOR and t he DPS.

CHI EF LUCKI NG offered his belief that the board has gai ned great
credibility in the "eyes of |aw enforcenent.” The ABC Board has
devel oped nutual trust, its staff participates in |aw
enforcenment training, and many of its enployees have a
background in |aw enforcenent. The Sol dotna Police Departnent
partners wth ABC Board investigators and work hand-in-hand on
"shoul der taps." He related that he authorizes one of his
officers to don plain clothes to assist the ABC Board
investigator, which he said illustrates the level of trust
bet ween his agency and the ABC Board under Director G fford and
the DPS' s Comm ssioner Masters. H s agency's tinme, tools,
resources, and assistance are also shared with the ABC Board
while it operates under DPS. He characterized the relationship
as a "two-way street.” The ABC Board's investigators are
invited to participate in the Soldotna police training because
of the shared function and common goals, which is reciprocated.
The ABC Board's investigators have also been "tapped" to
instruct and advise law enforcenent in Alaska, with respect to
the statutes in AS 04.

CHIEF LUCKING remarked that voluntary conpliance 1is much
preferred to catching soneone doing sonething wong. He said
that that the ABC Board could continue with the positive
reputation under the DPS, which enhances recruitnment of
qualified people with good attitudes. He characterized the ABC
Board's staff as confident and professional. He said, "W're
happy with them"” He related that the ABC Board's enforcenent
actions should have little effect on legitimte operators, but
perhaps the [comrittee] is hearing from the vocal mnority who
have had past issues. He asserted that the ABC Board's
enforcenment brings accountability to violators, is a deterrent
to potential violators, and represents an opportunity to address
i ssues before problens result. He said, "I can tell you and
show you laws and give you all kinds of nunbers about how mnuch
police tinme in my conmunity is invested because of al cohol.™

4:35:54 PM

CHAIR OLSON acknow edged that the Soldotna Police Departnent
conducts the conpliance checks in Sol dot na.

CHI EF LUCKI NG responded that his departnent partners with ABC
Board to conduct conpliance checks. He recalled a tinme in which
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t he departnment conducted conpliance checks through grants. He
said he nmuch prefers the current situation.

4:36:37 PM

KEI TH MALLARD, Division Director, Al aska State Troopers (AST),
Department of Public Safety (DPS), speaking from his prior
position as the Commander; Alaska Bureau of Alcohol & Drug
Enf orcenent (ABADE), said that he has enjoyed and counted on the
relationship to enforce bootlegging regulations in Wstern
Al aska.

CHAIR COLSON expressed his interest in hearing from the |aw
enforcenent comunity and advised that the bill wll have
anot her public hearing.

4:38: 36 PM

BRAD JOHNSON, Deputy Chief, Fairbanks Police Departnent; Menber,
Al aska Association of Chiefs of Police (AACOP), explained that
the AACOP represents nearly every local, state, and federal |aw
enforcenent and corrections agency in Al aska. He referred to a
letter in nmenbers' packets, and read a portion of it, as
foll ows:

Qur Board of Directors has reviewed HB 125's potenti al
inmpact on public safety. Qur nenbership is in
opposition to noving the Alcoholic Beverage Control
Board from under the Departnment of Public Safety and
placing them wunder the Departnent of Commerce,
Community and Econom c¢ Devel opnent. W request that
you oppose this legislation and stop it from further
consideration within the House of Representatives.

CHI EF JOHNSON advi sed that AACOP feels this proposal is driven
by the alcohol industry which seeks to |essen the inpact of
effective law enforcenent on their activities. In our
communities we work closely with nenbers of the al cohol service
industry and appreciate that the mpjority of them make every
effort to conply with regulation and |aw. Unfortunately, a few
have been |ess conscientious in these efforts and, as a result,
have been subject to legal action in the past. W suspect that
this latter group is largely behind this effort to weaken the
enforcement activities of the ABC Board by noving it to an
adm ni strative division of the state governnent.
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CHI EF JOHNSON rel ated that public safety officers and executives
recogni ze the significant contribution the ABC Board nakes to
the effort of reducing and preventing underage drinking when
al cohol continues to be purchased directly from 1licensed
prem ses by underage persons. O all alcoholic beverage control
agencies across the nation the majority are either under public
safety or are independent departnents or comm Ssions.

4:41: 37 PM
CH EF JOHNSON conti nued by readi ng:

Municipalities nust enforce Title 4 laws in order to
obtain the refunds of license fees in their
muni ci palities. The ABC Board, as part of DPS, is
actively participating in a joint effort to inprove
| ocal law enforcenent’s ability to report their
enforcenent activity and document their efforts. He
said the ABC Board relies on local police and state
troopers in the enforcement of Title 4 and 13 AAC
regul ations. Wth only four investigators to handle
all inspections, conpliance checks, shoul der taps, and
investigations that arise out of violations, the ABC
Board depends on other |aw enforcenent agencies for
enforcement. Although one could say this should not
change, it would. The structure has provided for good
comuni cations and recognition that the ABC Board is
an inportant part of public safety. The credibility of
the ABC Board investigators conmes with being enpl oyees
of DPS.

CHI EF JOHANSON concl uded by readi ng:

For the safety of our comunities and the continued,
uni nt errupt ed, col | aborati on bet ween the Al aska
Al coholic Beverage Control Board and our respective
| aw enforcement agencies, we would appreciate your
support in assuring this bill does not pass. Thank
you for your consideration.

4:42:32 PM

DALE FOX, President and CEO Al aska Cabaret, Hotel Restaurant
and Retailers Association (CHARR), thanked the Legislative
Budget and Audit Committee (LB&A) for spending countless hours
this summer on this issue. The LB&A concluded that noving the
ABC Board to the DCCED was a "smart nove." He asked to address

HOUSE L&C COWM TTEE -21- February 9, 2011



two issues sone of his opponents have raised. One is how to
address licensees as it relates to underage drinking, and
whet her this proposed nove woul d inpact enforcenent. He pointed
out underage drinking poses challenges for the industry and the
ABC Board, including how to educate and communicate with over
20,000 industry enployees. He said that education conbined with
enforcement is the answer. A few -educational activities
devel oped by the industry include alcohol server training for
everyone involved in the service and sale of alcohol. Alaska is
only one of six states that has 100 percent alcohol server
traini ng. He recomended "born on" calendars and stickers to
assist servers in doing the math to deternmine a buyer's age and
to use identification flip cards and point of sale materials in
mul ti ple |anguages, which he asserted all work. A survey
conducted by the substance abuse and nental health services
adm ni stration showed that Alaska retailers are the best in
nation in refusing underage m nors. He agreed that Al aska has
an underage drinking problem but that it does not from
retailers. Even though Alaska's retailers are anong the best in
the nation, the industry wants to work wth the state on
i nprovenents and to take advantage of new opportunities to help
|icensees to becone even better by using educational tools.

4:45:11 PM

MR. FOX asserted that the ABC Board and AST's primary interest
has been in issuing citations but he has not seen any evidence
of any interest in efforts to educate or conmunicate. He said
that CHARR has approached the ABC Board with its ideas but has
not received any response to any suggestions. He further said
the industry believes that the DCCED would provide business
friendly educational tools to help the 20,000 industry nenbers

do an even better job. He suggested the agency consider
conducting semnars to assist |icensees understand the conplex
AS 04, and to develop multi-lingual tools to help thousands of

i ndustry enployees and |icensees who use English as a second
| anguage. Additionally, the departnent could work with CHARR in
distributing existing and effective tools such as the "Born On"
calendars, and could identify new tools and areas in which
| icensees and their enployees need assistance. Alaska retailers
are the best in nation in refusing service to mnors but "we
want to do better," he said. He concluded that the nost
effective way to acconplish this goal is through education. He
offered his belief that by working with the DCCED the industry
coul d perform even better.

4:46: 38 PM
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MR FOX then switched gears to "enforcenent"” efforts. He
reported that for over 40 years the DOR adm nistered the ABC
Boar d. He attested that throughout those years substantial
cooperation existed between the ABC Board, the AST, and |oca
pol i ce. Thi s proposed nove would not inpact enforcenment in any

way. He said the LB&A considered that issue in-depth and
concl uded, guot i ng from Representative Hawker' s sponsor
statenment, "HB 125 does not restrict or change the enforcenent
responsibilities of the board or the Departnent of Public
Safety. " Additionally, he commented that the ABC Board's top
three positions are occupied by two fornmer police chiefs and a
former AST trooper. Thus, it is "not even conceivable that
enforcement will be dimnished under this admnistration," he
sai d. Further, the grants for conpliance checks do not allow
the ABC Board to spend funds for other projects so he predicted
that stings will continue at a robust rate. He recapped the ABC

Board's history under DOR, reiterating that enforcenent would
continue under the proposed nove. He further offered his belief
that the ABC Board and DPS have not been open to education and
training, which he deenmed as a critical conponent to reduce
under age dri nki ng. He furthersaid the industry believes that
the DCCED, who specialize in hel ping businesses, will be nore
open to education and trai ning.

4:48: 21 PM

GARY SUPERVAN, Owner, Hunger Hut Bar, Mdtel, & Liquor Store,
said that as an owner that he resents the idea the industry is a
crimnal elenment. He related a scenario in which an AST trooper
entered his prem ses just before closing. The bar held three
patrons, including a taxi cab driver and two other custoners

The AST trooper alerted the bartender that the bar was being
wat ched, that she would be held |iable and would be arrested for
anyt hing that happened. He pointed out that this was "right out
of the blue.” He surm sed the AST trooper had no reason to cone
in since no one reported any problem He said, "To ne it
underscores a, | think, a kind of harassnent elenment that a | ot
of us folks are having to deal with today and | resent it." |'m
not agai nst enforcenent. I think a lot of the argunents that
have been put forward here by sone of the |aw enforcenent
community are specious at best if the coonmttee | ooks at the net

effect of this legislation.” He reiterated that he is not
agai nst enforcenent. He related that nost of the industry
menbers he knows are active in their communities. He offered

that he served 12 years on the Kenai-Peni nsul a Borough Assenbly.
He remarked that he even "floated a ballot proposition”™ to
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initiate a sheriff's departnment about five years ago, which
hel ps confirm that he is not against |aw enforcenent. He
concluded that an unhealthy synbiotic relationship has energed
bet ween |icensees and the ABC Board. He disagreed that the ABC
Board is working well. He briefly discussed changes in societa
attitudes towards al cohol, and then expressed his interest in a
fair hearing on the enforcenent issues.

4:53:49 PM

CARMEN LUNDE, Director, Kodiak Cabaret, Hotel Restaurant and
Retail ers Associ ati on ( Kodi ak CHARR) , st at ed t hat she
represented Kodiak CHARR s 26 |icensees. She related she has
served in the hospitality industry for nore than 40 years, as a
wai tress, bartender, nmanagenent, and as a bar owner. She said
she has successfully worked with the ABC Board, the police
departnent, and AST. However, she said that since the ABC Board
has noved to DPS, "we don't feel we've had that successful

working relationship.” She recalled the history of the ABC
Board when it was wunder the DOR and said she believes it
operates better under an agency whose primary goal is not

enforcenment, but whose goal is to help reduce problens, such as
the drunk driving, underage drinking, and other issues that need
to be solved. She said she thought that noving the ABC Board to

DCCED would create a better atnosphere "all around.” The
majority of the ABC Board's work is admnistrative, such as
processing license renewals and fielding questions on state
regul ati ons and | aws. The police could still be called on to

enforce conpliance checks in |icensed prem ses. She al so said,
"W are hard-working taxpaying businessmen and wonen not
crimnals and feel the ABC Board bel ongs under the Departnent of
Commerce, Conmunity, and Econom c Devel opnent.” She related a
scenario highlighting a "sting" operation in Kodiak, during
which an enployee was cited, after <checking a patron's
identification twi ce, although the enployee "still read it
wong." She clarified did not wish to make an excuse for the
bart ender. However, the officer who cited the bartender cane
into the bar and said, "W are going to slam this place and
we're going to hang you out to dry." She expressed her outrage
at this incident and further stated that it is not the first
time this type of activity has happened in Kodi ak.

4:56:22 PM
REPRESENTATI VE  JOHNSON recal |l ed previ ous t esti nony t hat

suggested this proposal was being brought up by small nunber of
owners who are trying to "skirt" the system He asked whet her
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she thought this proposal was being brought forth by a small
nunber of owners or if it is being forwarded by a "small group
of m screants."

M5. LUNDE answered that she believed the inpetus was universal
She said that alnpbst everyone she has discussed this with is
unhappy about the situation. She said, "In Kodiak, for these 26
licenses - | do know that they are all in agreenent."”

[HB 125 was hel d over.]

4:58: 10 PM

ADJ OURNMENT

There being no further business before the conmttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:58 p. m
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