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BERNI E KARL, General Manager

Chena Hot Springs Resort

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 125.
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KATE BURKHART, Executive Director

Al aska Mental Health Board

Governor's Advisory Board on Al coholismand Drug Abuse (ABADA)
Department of Health and Social Services (DHSS)

Juneau, Al aska

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

BELEN COOK, Public Menber, Board of Directors

Al cohol i c Beverage Control Board (ABC Board)

Cordova, Al aska

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

LARRY HACKENM LLER, Member

Interior, Alaska Cabaret, Hotel, Restaurant, and Retailer's
Associ ati on (CHARR)

Fai r banks, Al aska

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

DAVE LAMBERT, Owner

G eyhound Lounge

Fai r banks, Al aska

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

DI CK ELLSWORTH, Oaner

| vory Jacks Bar and Rest aur ant

Fai r banks, Al aska

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

Bl LL BI SHOP, Owner

Mecca Lounge

Kodi ak, Al aska

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

BOB KLINE, Industry Menber;

Chair; Al coholic Beverage Control Board (ABC Board)
Director of Sales, Brown Jug Stores

Anchor age, Al aska

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

M KE GORDAN, Oaner
Chi |l koot Charlies
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 125.

BOB W NN, General Manager
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Bl ues Central Chef's Inn
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 125.

JEFF JESSEE, Chief Executive Oficer

Al aska Mental Health Trust Authority (AVHTA)

Anchor age, Al aska

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

W LLI AM DEVI NY, Admi ni strator

Loyal Order of Mdose Lodge

Del ta Junction, Al aska

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

Bl LL BUBBEL, Oaner

Punp House Restaurant and Sal oon

Fai r banks, Al aska

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

CRYSTAL SHCENROCK, Owner

Ni ki ski Bar; Secretary,

Cabaret, Hotel, Restaurant & Retailers Association (CHARR)

Ni ki ski, Al aska

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

BERNADETTE BRADLEY, Oaner

Br adl ey House

Anchor age, Al aska

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

SYLVI A VILLAM DES, Director

Al aska Cabaret, Hotel, Restaurant, and Retailer's Association
( CHARR)

Anchor age, Al aska

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

DURAN POWNELL, Ceneral WManager

Chi |l koot Charlies

Anchor age, Al aska

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

M CHELLE POWELL, Bartender
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 125.

SHARON WHYTAL, Nurse; Coordi nator
Sout hern Kenai Peninsula (SKP), Conmmunities Project
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Homer, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 125.

SHI RLEY G FFORD, Executive Director

Al cohol i c Beverage Control Board (ABC Board)

Departnent of Public Safety (DPS)

Anchor age, Al aska

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

ACTI ON NARRATI VE
3:21: 25 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:21 p.m Representatives d son,
Johnson, Saddler, and Thonpson were present at the call to
order. Representative Holnes arrived as the neeting was in
pr ogr ess.

HB 125- ALCOHOL|I C BEVERAGE CONTROL BOARD

3:21: 51 PM

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

3:22: 54 PM

BERNI E KARL, General Manager, Chena Hot Springs Resort, related
his support for support of HB 125. He said he supports
rel ocating the Al coholic Beverage Control Board (ABC Board) to
the Departnment of Commerce, Comunity & Econonic Devel opnent
(DCCED) since it is nore appropriate for |icensing. He
described a sting operation that took place at his business at
Chena Hot Springs Resort. Although his establishnent passed the
sting inspection, the officer appeared upset, he said. He
recalled testinony given |ast week that referred to |icensees as
dubi ous m screants. He said he takes offense to that
descri ption. He stated that 99.99 percent of the people in the
[ iquor business in the state are just good people just |ike you.
They are trying to nake a living and are doing the best job they
can to add to the state's econony. He stated that nore people
have not expressed concern since they fear reprisal. He
remarked that he is notivated to work by his debt |oad and he
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wor ks hard. Not only were the investigators upset that his
establishment passed the sting they were really upset that
everyone had their credentials in order. The officers decided
that the liquor store was not properly located so it should be
shut down. He reported that he bought the |liquor store fromthe
state. He related that the officer said rules are different for
the state than for the private sector. The investigator then
performed a conpliance check on the ice nmuseum which had
previ ously been approved, he said.

3:27:44 PM

MR. KARL described the investigator conducted a conpliance check
for t he ice nmuseum even t hough t he ABC Boar d
investigator/officers were on premse to conduct a sting
oper ati on. He offered his belief that they will do anything to

"bring you down, anything." He subsequently received a
certified letter that he needed to close his "illegal bar"
during his busiest tine. Yet, he remarked he had previously

subm tted paperwork, which was approved. He enphasized he did
not get the due process of |aw | nstead, the ABC Board sinply
sent a letter to close him down during his busiest season. He
supported the ABC Board noving to the Departnent of Conmerce,
Community & Econom ¢ Devel opnent ( DCCED) . He reported that his
establ i shment has an excellent record.

3:29:41 PM

MR. KARL disagreed with the ABC Board being located in the
Department of Public Safety (DPS), which does not make sense to
hi m He acknowl edged Ms. G fford is trying her best to make
things better. He recalled testinony that the ABC Board's
policy is not to perform sting operations at the same tine
conpliance checks are conducted. He offered his belief the
i nvestigators want everyone to be treated like crimnals and
"we're not crimnals." W take great offense to being
considered as crimnals, he stated. He suggested that the ABC
Board should focus on education and join with the Cabaret,
Hotel, and Restaurant & Retailer's Association (CHARR) to
conduct education on alcohol to elenentary students. He said
that they should teach third graders why they should not drink.
He offered his experience in teaching third grade students
recycling and the effectiveness in doing so. He reported that
his [recycling] business grows at about 100 percent a year
wi t hout him conducting any adverti sing. He recalled a student
once asked himif body parts could be recycled and he showed him
that he is an organ donor. He stressed the inportance of
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education and enphasized that the ABC Board should be working
with CHARR. He offered to copy his file for the commttee.

3:34:14 PM

KATE BURKHART, Executive Director, Al aska Mental Health Board,
Governor's Advisory Board on Al coholism and Drug Abuse (ABADA),
Departnment of Health and Social Services (DHSS), stated she is
speaking on behalf of the Governor's Advisory Board on
Al coholism and Drug Abuse (ABADA). She related that although
the ABADA is located within the Departnment of Health and Soci al
Services (DHSS) that she was not speaking on behal f of the DHSS,
but for the ABADA. The ABADA does not support noving the ABC
Board from the DPS to DCCED due to what the board perceives as
potential outcones. She expressed her appreciation for everyone
involved in this conversation. This is not an issue of "good
guys and bad guys,” nor is this an issue of whether alcohol is
good or bad. The issue is to identify where the ABC Board can
continue to fulfill its statutory duties to the best possible
degree and continue to nmake progress in the issues identified as
areas for needed inprovenent. She recalled the LB&A s audit of
the ABC Board outlined concerns and recomendations for
i mprovenent . She expressed concern that a potential nove could
retard or halt the ABC Board's inprovenents. The ABC Board
controls not just licensing but the nmanufacturer, barter,
possession, and sale of alcoholic beverages in Al aska. That
duty is assigned to statutorily, but is not a duty undertaken
solely by the ABC Board. Al cohol retailers invest tine and
noney to ensure responsible sales are made to youth or adults.
Many retailers have strong histories of responsible sales
practices and comunity efforts to pronote responsible
consunpti on. Those efforts should not be m nim zed. However,
as the 2009 data indicates not all retailers are at the sanme
| evel of conpliance with the |aw She remarked that retailers
are not the only source of alcohol for underage youth. Wi | e
retailers do provide a source of alcohol, inproper purchases by
adults is also a problem The ABC Board has the responsible to
oversee, identify, and address those issues wth "shoul der
taps. " She pointed out that hone |I|iquor <cabinets and
boot | eggi ng al so provide youth with access to al cohol.

3:38:16 PM
M5. BURKHART related what evokes intense rhetoric over this
issue are the social problenms that stem from the m suse and

abuse of alcoholic beverages. She reiterated that it is the
m suse and abuse of al cohol that causes the problens and not the

HOUSE L&C COW TTEE - 6- February 16, 2011



al cohol . The problem is not the retailers, but the way that

al cohol is wused. Al aska's rate of alcohol-induced deaths is
three times the national average. Nationally, one third of
suicide victinse test positive for alcohol. In Al aska, the

limted data shows 44 percent of suicide deaths test positive
for al cohol wuse. The state ranks 11th for binge drinking, and
in 2009, 22 percent of high school students surveyed report
binge drinking in the past nonth. The Anerican Medica
Associate reports that underage drinking is a factor in nearly
half of all teen car crashes. Teen car crashes are the |eading
cause of death anobng teenagers. Youth who begin drinking under
the age 14 are nore likely to devel op dependence. In Al aska,
nearly 20,000 adults are dependent on al cohol.

3:39:32 PM

M5. BURKHART related that in 2007, a series of town hal
neetings were held in a nunber of comunities, including
Anchor age, Fairbanks, Juneau, Val dez, Galena, Yakutat, None, and
Si t ka. St akehol ders identified the inportance of conpliance

checks and a robust system as one of the tools necessary to
prevent underage drinking. At the sane tinme the Al aska Hi ghway
Safety Ofice (AHSO worked with stakeholders to develop its
strategi c highway safety plan. These stakehol ders al so reached

t he same conclusions as ABADA In 2009, a new series of town
hall neetings were held in 22 comunities, whose goal was to
reduce and curb underage drinking. Bot h plans enphasi zed the

need for strong conpliance checks as one tool to address
under age dri nki ng.

MS. BURKHART expressed concern about the proposed relocation of
the ABC Board to the DCCED as proposed in HB 125. The ABADA
reviewed states in which the alcoholic beverage control boards
were located in non |aw enforcenment agencies. It conpared
states in which the alcoholic control boards are located in |aw
enforcenment agencies to five other states. Al aska, [|daho,
Del aware, and New Jersey are states whose boards are located in
| aw enforcenent agenci es. States in which ABC boards are
located in non-law enforcenent agencies include Col orado

Ceorgia, Kansas, Mssissippi, and M ssouri. The ABADA al so
reviewed youth survey data on alcohol wuse and the rate of
al cohol teen car crash fatalities. In both instances, where the
ABC Board was located in non-law enforcenent agencies, the
i ndi cation of youth alcohol use increased. These states also
had higher lifetinme alcohol use reported, sonetinmes ranging as
much as six percent higher than Alaska' s rate. They al so
reported 3 to 10 percent higher rates of youth drinking under
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the age of 13, and 1 to 7 percent reported drinking al cohol at
| east once in the last nonth. Since 1995, Al aska has been able

to decrease youth alcohol wuse. She reported Al aska's survey
di scovered reductions in the nunber of respondents who reported
al cohol use. She elaborated that 13.5 percent Iless youth

reported any lifetinme use of alcohol, alnpost 20 percent |ess
i ndicated any alcohol use before the age of 13, alnost 15
percent |ess had engaged in alcohol use in the past 30 days, and
10 percent less reported binge drinking. She reviewed the rate
of al cohol rate for car crashes. The national fatality rate for
crashes that involved youth under the age of 21 is 2 deaths per
100, 000. In Alaska, the rate was 1.4 deaths per 100,000. The
fatality rate for states whose ABC board was |located within a
| aw enforcenent agency fell at the national average or below,
while the fatality rate for states whose ABC board was | ocated
in a non-law enforcenent agency was hi gher, she said.

3:43: 26 PM

MS. BURKHART enphasized that for these reasons, the ABADA is
concerned about the proposed nove. The ABADA suggested the need
for better comunication and collaboration between the retail
industry and the ABC Board. It is inmportant to note the
industry has a lot to offer in this area, she said. Furt her,
the ABADA has had the benefit of partnering wwth CHARR and its
affiliates on fetal al cohol spectrum disorder prevention
efforts. Addi tionally, the ABADA encouraged increased
col l aboration between the ABC Board and retailers to take
advant age of ideas and strengths from both sides of the issues.
She concl uded by expressi ng concern t hat novi ng t he
responsibility of the ABC Board to another agency could halt
progress to inprove the ABC Board' s performance and could result
in detrimental changes to areas in which the state has seen
pr ogr ess.

3:44: 36 PM

BELEN COCK, Public Menber, Al aska Beverage Control Board (ABC
Board), Board of Directors, stated she has served for two years
as the public nenber and since March also represents the rura

seat for the ABC Board, since she also fits that category. She
rel ated her perspective, given her limted experience on the
board. She testified in opposition to HB 125. She has not
observed retailers who cone before the board view the ABC Board
as "out to get them" She recalled hearing the board has been
nore open and that the ABC Board has its "ducks in a row " Wen
Kot zebue decided to go "wet" the ABC Board held its neeting in
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Anchor age. One board nenber suggested the ABC Board travel to
Kot zebue for the next neeting. In response to Chair d son,
after conferring wth M. Gfford, M. Cook clarified that
Kot zebue is "damp" not "wet." She explained the ABC Board held
its next neeting in Kotzebue. The city manager and nenbers
comented during the public comment period with praise. Those
who comrented stated they could talk to Ms. Gfford and actually
reach a "real person” to ask questions and that it had been a
pl easure to work wth staff. She reported that the public
reported that the ABC Board's staff had gone out of their way to
assi st them She used that as an exanple of how the ABC Board
wor ks. She expressed concern that it would be disruptive to
nove the board to the DCCED.

3:48: 18 PM

LARRY HACKENM LLER, Menber, stated that the Interior Chapter of
CHARR supports noving the ABC Board to the DCCED since this
represents nore of the original nandate. At its August
Legi sl ative Budget and Audit Commttee hearing the ABC Board
provided testinony that indicated it plans to continue wth
enforcement duties no matter where the ABC Board is |ocated.
The DPS also related that changing the departnment oversight
would not inpact its joint support for enforcenent conpliance
conducted with the ABC Board. The ABC Board is a quasi-judicial
body that hol ds hearings and issues citations. He recalled that
the changes that allow its officers to carry weapons and
function nore in the public safety role did not previously work
so the Departrment of Revenue revoked the specific firearm
authority. He acknow edged that the ABC Board investigators
will be carrying weapons again. He said that would not change
under the DCCED. He reiterated one key point to renenber is
t hat enforcenment operations wll still occur. Sting operations
are based nore on funding and are not specifically departnent
rel at ed. He turned to non-conpliance issues. He offered his
belief that retailers cannot hire perfect people and sonetines
one or two instances of serving underage youth will happen. He
detail ed how sting operations work, such that an underage person
attenpts to buy alcohol and if he/she is not served, the mnor
presents a card that the server passes the test. He wonder ed
when a bartender is apprehended why the officer does not
subsequently <check the clientele to determ ne whether any
additional mnors are being served since the goal of a sting is
to prevent mnor consum ng.

3:51:55 PM
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MR. HACKENM LLER offered one sol ution. One neans of reducing
serving mnors, particularly if the belief is that this is
ranpant, would be for the investigator conducting a sting or
conpliance check to also check identification cards of patrons.
He reported that CHARR provides training for staff with respect

to mnors on prem ses. In Anchorage, a civil penalty is
i nposed. Still, approximately 300 mnors attenpt to buy al cohol
each year, perhaps because kids may view the process as a rite
of passage. He reiterated his reasons for supporting HB 125,
includes that the nove would not affect the ABC Board's
enf or cenent effort and the ABC Board has i ndependent
adm nistrative authority regardless of which departnment it
resides in. He concluded, "And | think the nobve is a proper
nove. "

3:53: 36 PM

DAVE LAMBERT, G eyhound Lounge, said he is a retailer who owns
two beverage dispensary |icenses. Over the years he thinks he
has been treated like a crimnal, which has inproved since M.
G fford has been the executive director since retailers can
obtain answers to their questions. He offered his belief that
the ABC Board is located in the wong departnent. He recalled
that DPS offers a 20 year retirenment, which would benefit the
ABC Board staff. He questioned if the DPS was the proper
departnment for the enforcenent reasons, why other enforcenent or
licensing functions are not also housed in DPS, such as the
Departnent of  Environnental Conservation's enforcenent and
licensing investigators. None of the other departnments wth
enforcenment powers are located in public safety, he stated. He
enphasi zed the inportance of enployees' education. He concl uded
that sonme people are anti-al cohol. He pointed out that the
young teenagers and pre-teens are not buying at establishnents
so the solution is better achieved through educati on.

3:55:18 PM

DI CK ELLSWORTH, Owner, Ilvory Jacks Bar and Restaurant, stated
that he has an off prem se and an on prem se license, along with
a restaurant. He said he agrees with Larry Hackenm|ler and
Dave Lanbert's testinony.

3:56:40 PM

Bl LL Bl SHOP, Omner, Mecca Lounge, stated that he brings 50 years
experience in managenent in the beverage retail industry. He
has previously served as chair of the ABC Board. He asked to
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testify in support for HB 125. The beverage industry deals with
the public which can be difficult, he stated. He related that
25 years ago the ABC Board had three or four investigators and
when a problem arose the owner had to explain the issue to the
ABC Board. At the tine, when investigators conducted conpliance
checks they checked everything. He said he appreciated that
attention to detail as an owner. Currently, the ABC Board's
investigators are |aw enforcenent officers who only seem to be
interested in witing citations. He related that if an enpl oyer
forgets to renew his/her Techniques of Al cohol Managenent®
(TAM®) card, the officer wll wite a ticket. These citations
are msdeneanors so the enployee/ enpl oyer nust appear in court
and probably would need to hire a |awer for representation. He
stressed that no one wants to work under the current conditions.
As tine has passed and adm nistrations have changed things have
"gotten out of hand. It is bad for the industry. It is bad for
busi ness. It is time for a change.” He reported that Kodiak
has its own |iquor association. The |liquor association conducts
training sessions and CHARR hel ps train nenbers. When i ssues
arise, the association helps owners deal wth them He
enphasi zed that his business supports his community, including
sports for children and schol arships. He urged nenbers to
support HB 125. He said, "This is an honorable thing to do and
the right thing to do for our beverage industry and businesses.
Thank you."

4:01: 04 PM

BOB KLINE, Industry Menber; Chair; Al coholic Beverage Control
Board (ABC Board), Director of Sales, Brown Jug Stores, stated
he has served for 14 vyears on the ABC Board for several
governors, including former Governor Steve Cowper and Governor
Sean Parnell. He related that he has experienced the ABC Board
while it was housed in the DOR and the DPS. He said he is proud
of the ABC Board and he is especially proud its executive
director, Ms. Gfford. The board has well trained and dedicated
enforcenent staff and has an effective enforcenment record. He
says he would take exception that the ABC Board would relax its
efforts in the event HB 125 passes. He al so serves as Chair of
the Governnental Affairs Committee for CHARR He recalled
testimony on conpliance checks and assures nenbers that the ABC
Board staff works hard to ensure that conpliance checks are
fair. He stated that the notivation for the nove to the DCCED
is one of perception as the public perceive the ABC Board's role
is to apprehend | awbreakers. Wile there may be sone "bad
appl es” the hospitality industry is a huge group of hard working
people. The DPS is in the business of catching crimnals while
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the DCCED is in the business of helping businesses grow, he

st at ed. Finally, he serves as the Director of Sales for Brown
Jug Stores, which operates 20 stores in Anchorage and the Mat-
Su. He finds it offensive to hear coments that the Al aska

State Troopers (AST) would not be interested in enforcenent if
t he ABC Board noves. He related he has worked with the AST to
devel op a database, which is a cooperative effort between the
AST and beverage retailers. Brown Jug has a long history of
providing information on bootl eggers. He concluded that he
strongly supports HB 125.

4:06:12 PM

M KE GORDAN, Owner, Chilkoot Charlies, stated that he was
elected twice to the city council and borough assenbly prior to

uni fication. He is one of 55 people in Anchorage that have
hardcover of the charter of the Mmnicipality of Anchorage wth
his nane enbossed on the cover. He related he is an Eagle Scout

and past president of the downtown Rotary C ub. He has served
on many boards and has served twice on the ABC Board by two
di fferent governors, serving for 10 years, including as Chair.
He nentions his acconplishnments because he does not appreciate
being described as a nenber of "a small group of mscreant
licensees.” The only violation he has had in 41 years involved
a catering permt issue for a not-for-profit business. He said
nost of his tenure on the ABC Board was while it was under the
purvi ew of the DOR  He pointed out that he was serving as board
chair when CGovernor Mirkowski noved the ABC Board to the DPS
He enphasi zed he was not consulted about the nove. He stated he

did not like it but came to dislike it even nore. He offered
his belief that having three public nenbers and an attorney
serving on the board was already problematic. The problem in

his view, was that the new board had little enpathy for honest
hard wor ki ng business people or what it was |like to run a snal
business or neet a payroll. Additionally, the new board had no
concept of the cost of being officially closed dowmn for a week
or longer. He said that draconian punitive punishnent was neted
out without a thought for the damage bei ng done or the precedent
the actions set. He offered his belief that the string of
precedent set has created irreparable harmto |icensees.

4. 08: 58 PM
MR. GORDON related that the old board was every bit as hard on
i rresponsible operators but had t he common sense to

differentiate between crooks and honest |icensees. He said, "In
the eyes of the new board we're all the sane.” He also said
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that the old board would never have dealt with the issue of an
expired Techniques of Alcohol Managenent® (TAMB) card, which
woul d have been referred to an investigator, who in turn would
have told the licensee to get the card renewed or "face the
consequences."” Currently, the investigator "busts the licensee
or enployee" who nust face the board and the business risks
closure for a first offense of an expired TAMR card, which is an
adm nistrative matter. He said, "I saw businesses during the
ast nonths | was chairman of the board closed down for a week
for a first offense of serving a mnor wth no previous
infractions for 40 years. I was shocked.” Not long after the
transfer he was sumoned to the conmm ssioner's office related to
the ABC Board's operation and to replace the ABC Board's
di rector. The outconme resulted in a nmeno outlining any ABC
Board issues, which were subsequently corrected. The executive
director remained, but the relationship was "rocky after that."
He related the next conm ssioner indicated the governor did not
want an industry person to chair the ABC Board even though the
chair had al ways been an industry nenber. He further said, "My
reaction was to continue doing ny job. | thought that if the
governor wanted me to step down, she could tell nme or renove ne
for that manner. | was the appointed chairman of a quasi-
judicial body and did not answer to the comm ssioner." He
related that not I|ong after his business had a series of
conpliance checks, including a visit at 11 a.m wth a mnor
attenpting to buy liquor, which is an unlikely tinme for a m nor

4:11:49 PM

MR. GORDON described a sting in which an ol der |ooking girl cane
into his bar during the bartender change from the day to nigh
shift change, just prior to his security guard's arrival for the
eveni ng. Two bartenders served the girl. The first bartender
was exonerated, after spending $27,000 in costs and the other
had the charges dropped to a m sdeneanor charge not involving AS
04. He offered his belief that this represented a trap. The
bartender nade a mistake, which is not a crime. Custoners |ater
wi tnessed the investigator and the mnor "high fiving it outside

of the bar afterwards.™ He subsequently resigned from the ABC
Boar d. He said, "I was wearing a target on ny back and | was
unwilling to sacrifice my business for a non-paying civic duty
job." Several years later, in August 2010, an investigator

brought a mnor to his bar three times in 45 days and finally
one of the bartenders served the mnor. After an expenditure of
$10,000 in legal fees and nunerous postponenents that case was
di sm ssed. The bartender quit, although she who was one of his
best bartenders and had worked for him for 15 years. He read
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correspondence from Director Gfford, "It does not appear the
reason for the dism ssal had anything to do with the nerits of
the case. As you know the result of a crimnally prosecutable
case does not automatically affect admnistrative notice of

violation." He related his surprise when the ABC Board did not
seem to recognize the court's dism ssal. The case appeared to
be active and was still under investigation. He subsequently

received a letter explaining that duplicate |icensees would not
be included in the pool of random conpliance checks after an
investigator had conducted five conpliance checks at his

est abl i shnment . He concluded by stating that the ABC Board
director should be willing to do the job no matter what division
the agency is housed. He reiterated that it should make any

difference to the director as to which agency the ABC Board
resi des.

4:14: 39 PM

BOB WNN, Ceneral Mnager, Blues Central Chef's Inn, stated that
it seens as though a nore punitive attitude has gradually
happened since the ABC Board has been housed in the DPS. He
said he thought bringing the ABC Board back to the DCCED woul d
help bring the enphasis back to the business comunity. He
concluded that it would be greatly appreciated if the nove
occurr ed.

4:15:37 PM

JEFF JESSEE, Chief Executive Oficer, Al aska Mental Health Trust
Authority (AWMHTA), said there is no question that |icensees and
applicants of services for the ABC Board are entitled to be
treated with respect and dignity and should have their concerns
addressed. He said he understands that Ms. Gfford has prepared
a matrix which lays out ways in which an applicant or |icensee

can have their concern be addressed. This ranges from nore
i nformal approaches, including contacting a supervisor during
enforcenent or |licensing issues. The director's e-mail and
phone nunber is also available so |licensees and applicants can
contact her directly. The ABC Board's agenda allows specific
time for industry to testify to address concerns during public
coment . Additionally, an individual can conplain via the DPS
website on any unresolved issues. Finally, conplaints can be
made to the state Onrbudsman's office, which provides an
i ndependent review on an issue. He enphasized the inportance
for licensees to take advantage of the due process available to
have their concerns properly addressed. He offered his belief

that discussing where the ABC Board resides avoids the main
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i ssue. He recalled previous testinony about the cost of
underage drinking in the state that totals over $360 nmillion.
Representative Johnson asked whether that was considered a
success. W certainly do not consider that to be a success. He
referred to a chart in nenbers' packets on the rate of illegal
sal es of alcohol to mnors conpared to tobacco sales to m nors.

4:18: 42 PM

MR. JESSEE said, "It's quite disturbing to ne that the rate of
illegal sales to mnors has consistently been higher than the

rate of illegal sales of tobacco to mnors.™ | f anything
al cohol sales to be mnors should be less than tobacco sales.
This rate of illegal sales is at these levels even though a
photo lineup of potential purchasers are shown to ABC Board

menbers and if any pictures that indicate the person appears to
be 21, the photos are not used. He pointed out that he wasn't
aware that it is illegal to sell to a mnor who |ooks |ess than
21 years of age. He wondered if those mnors who appear to be
21 were not excluded if the rate of sales to mnors would be

hi gher . He stressed that the ABC Board, the industry, and
others should collaborate to find ways to reduce alcohol sales
to m nors. He concluded, "This, in nmy view is a public policy

issue that needs to be addressed and not a gane of nusical
chairs of trying to nove the agency between Revenue to DPS and
off to Conmerce. W've got to get to these underlying issues
that are eating away at the fabric of our society.”

4:21:02 PM

WLLIAM DEVINY, Admnistrator, Loyal Oder of Mose Lodge,
stated that he thinks the ABC Board belongs in the DCCED to
provi de education, training, and business support for Al aska's
beverage retailers. He explained that nenbers nust be 21, have
a current nenbership card to purchase anything. He said that
i ssuing bogus nenbership cards is in violation of the | odge
byl aws and federal regulations for not-for-profit organi zations.
He concl uded that he has always all owed peace officers access to
facilities and the ABC Board cones in "at wll." He said, "W
don't serve al cohol to our kids."

4:22:32 PM

Bl LL BUBBEL, Owner, Punp House Restaurant and Sal oon, stated he
has been |icensee and restaurateur for 33 years. He has
experienced the changes in the ABC Board. He recalled the board
had an office in Fairbanks with an adm nistrator. Li censees
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could obtain help in filling out forns. The ABC Board
investigator would conme into the licensed facilities to check
the operations and would point out things the owner needed to
take care of in an adm nistrative fashion. Probl emrs were dealt
with, he said. Over tine it's becone nore restrictive. Instead
of one person perform ng conpliance checks, the office noved to
t he AST. The Fairbanks ABC Board person is never available so
any admnistrative help is obtained by calling the Anchorage
of fice. He offered his belief that the ABC Board has becone,
froma service standpoint, alnbst a non-entity since the AST has
| ocked doors. He enphasized that it has becone a police
at nrosphere and nmakes a difference in the staff's attitude. He
acknow edged that in Fairbanks, the staff person is good person,
but his actions are directed by the ABC board. He related that
now | icensees would likely receive a citation. He characterized
the relationship as difficult. He pointed out that |icensees
face a huge risk for a licensee to "do anything stupid I|ike
letting individuals get drunk on the premses or allowng
underage people to cone in and drink.”" He stated that |icensees
are cognizant of the risk and provide training to their
enpl oyees in order to follow the rules.

4:25:39 PM

MR. BUBBELL offered his belief that the industry does a pretty
good job to address the problem of serving underage mnors.

Unfortunately the problem is bigger than the industry. He
acknowl edged problens exist wth drunk driving and underage
drinking, but if all the bars were shut down it would not
dramatically change statistics since "booze" is available and
people wll figure out how to get it. Under age dri nking
statistics have inproved substantially in his view He

recommended noving the ABC Board to the DCCED since it would
return the function to nore of an adm nistrative function since
the problemis nore of a social problem The ABC Board, CHARR
and licensees could better address the issues through education
rather than to condemm | i censees. He al so thought the dial ogue
would be open rather than critical. He has observed sting
operations in which the l|icensee msreads the |Iicense. He
stated that the nost i nport ant thing on a person's
identification is the date of birth and it is very tiny. He
recalled that CHARR is neking that recomendation, which he
t hought could help solve the problens. A tremendous ampount of
noney is being spent on enforcenent issues. He related that
ot her people have testified and raised his concerns. He said he
supported the ABC Board becoming nore of an administrative role
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and to work to develop better relationships, which nmay help to
make progress with that approach over tine.

4:28:35 PM

CRYSTAL SHOENRCCK, Omner, N kiski Bar, Secretary, Cabaret,
Hotel, Restaurant & Retailers Association CHARR related that
everyone in the industry should have TAM® card. She rel ated
that she provides a designated driver for any large functions,
or she will pay for a cab. She said that her establishnent
definitely does not serve underage children. She related that
she has had "a sting operation" perforned and that she passed.
She offered her belief that instead of catching thieves and
vandals that the troopers are sitting around the bars. She
related a scenario in which she called for assistance but they
woul dn't cone since the bartender would not go to the parking
ot and obtain the |icense nunber and information on the car.
She supported her bartender's decision not to | eave her post and
risk bodily harm  She supported noving the ABC Board to DCCED.
She would |like the AST to focus on personal property crines.

4:31: 24 PM

BERNADETTE BRADLEY, Omner, Bradley House, Anchorage, stated that
she has never received a citation but she has the inpression
that the ABC Board is always trying to catch her doi ng sonething
W ong. She has practiced due diligence in her business. She
stated neither she nor her staff is perfect. She said that
while director Gfford testified all is well with the ABC Board,
she disagreed. Sonething is amss, she stated. She related that
as past president of the Ad Seward/ Cceanview Community Council,
she received notification of two package store |licensees com ng
to Huffman. The ABC Board failed to realize that Mb's O Brady's
Irish Pub is a full beverage dispensary, and Tap Root restaurant
and bar no longer operates in the area since it noved to
Spenar d. She forewarned the owner that the city councils may
protest his license since the notice read that it would be a
package store. He contacted the ABC Board to |et them know of
their error. She related that the inproper information put the
owner's business unnecessarily at risk. Last August, the
council directed her to obtain a copy of a licensing file but
the ABC Board could not find the licensing file. She offered
her belief that this never happened prior to DPS being the
oversi ght agency. The ABC Board officers previously worked side
by side with owners to better understand what the owners had to
contend with and the investigators arrested mnors wthout
crimnalizing the owner. She attributed her training to the
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period prior to the ABC Board being housed at the DPS. She
contended that DPS has good intentions in how it admnisters
licensees, but it is froma police officer's point of view  She
says she is a business owner, not a crimnal. The ABC Board
does not need to spend valuable tax dollars on soneone |ike her.
She thinks the DCCED would have figured this out |ong before
this and focused the state's efforts on teaching owners how not
to get a notice of violation and to use the police on the few
probl em | i censees. She offered her support for HB 125, to nobve
the ABC Board to the DCCED and to allow l|law enforcement to
perform | aw enforcenment duties. She would like the DCCED and
the beverage industry to rebuild their relationship so she can
focus on her business and help the state's econony grow w thout
fear.

4:35:10 PM

SYLVIA VILLAM DES, Director, Al aska Cabaret, Hotel, Restaurant,
and Retailer's Association (CHARR), stated the Anchorage CHARR

has over 350 nenbers including sonme nultiple |icensees. She
offered her belief that the beverage retailers are viewed as a
bad group of people. In Anchorage, the ABC Board has faced any
problems with enforcement officers, but |I|icensees are not

agai nst conpliance checks or enforcenent efforts. They are just
agai nst the nethods use. She related a scenario in which a few
nmonths ago, downtown bars were hit wth an abundance of
conpl i ance checks. She offered that problenms can be resol ved
Wi th community education. At this tine licensees are treated as
crimnals. The beverage industry does not seek to serve mnors
or support drunks on prem ses. The industry helped draft
increased civil penalties for mnors in conjunction with Senator
Kevin Meyer and wth his assistance increased the civi
penalties. Additionally, in conjunction with the Al aska H ghway
Safety Ofice, the CHARR has hel ped develop the "Of the Road
Progrant designed to assist people get hone if the person feels
he/ she has had too nuch to drink. The program is free to
patrons. The CHARR also helps bar operators with the civil
penalty process. The CHARR does not represent the bar operator
in court, but will help them with paperwork. She concl uded that
the beverage industry does not want any minors in their
prem ses.

4:38:31 PM
DURAN POWELL, General Manager, Chil koot Charlies, stated that he

has worked in the beverage and hospitality industry for over 30
years. He offered his belief that sting operations are
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conducted differently in Alaska than in other states. He
explained that the U S. Departnment of Justice has devel oped
nati onal standards. He remarked that one of the ABC Board
investigators was not famliar with the national standards. He
acknow edged that mnors wused in sting operations are now
screened. However, many mnors being used are mnorities and it
is difficult to determne their ages. He described one black
m nor who was bald was used during a sting operation and the
underage m nor appeared to be about 27 years old. At the tinme
the bartender carded two prior custoners, but she thought the
sting mnor was 27 years old so the bartender failed the

conpl i ance check. Using the national standard, stings are
designed for the bartender to reasonably pass. In Al aska, the
officers use one of the 245 obscure federal identification
i nst ead of t he st andard state driver's i cense or
i dentification. The problem with the obscure identification,

such as a mlitary dependent's identification (ID) contains
three dates: the date of issue, the date of expiration, and the
date of birth. These dates are listed in the sane type style,

which is confusing to clerks. Additionally, the investigator
waits until the shift changes. A few bartenders have been
changing their bank out. He stated that Chilkoot Charlies
arrests over 100 minors a year at their establishnments. He

expressed dismay that when a bartender fails one conpliance
check, the bar is not given any consideration for its good
record. Chi | koot Charlies bar contains 64 video caneras, neta

detectors on the front door, barbed wire on the fences, and
alarms on all the doors. He said, "We're just a hair away from

operating a prison. W're supposed to be a hospitality
operati on. I f sonmeone tries hard enough, the bar owner is the
one to suffer. H's bar has 80 enployees that all |ose their job

for a week when one bartender has a TAM card that fails, he
said. He pointed out that he is characterizing the tone of the
ABC Board. There is no nmercy or understanding. He recalled the
owner of Hogg Brothers got cited once in 30 or nore years of
oper ati on. Her business was closed for a week and she deci ded
it was not worth it. He said, "She hung it up. She sold her
busi ness. She wal ked away. She was so disgusted with the
process she got ground up in." The state could elimnate a | ot
of problems by designing the sting so the <clerk has an
opportunity to pass instead of designing the sting for failure
and the operator faces a two-week closure and is closed.

4:43: 17 PM

M CHELLE POWELL, Bartender, stated that she has been a
prof essional bartender for sixteen years. She said she would
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like to see the ABC Board noved to the DCCED. She reiterated
she worked for 16 years in a |icensed establishnent. She
related she has witnessed a change in the tone of the ABC Board
in the last six years from a cooperative nature to a |ess
cooperative one. She described a personal scenario. In 2006,
she said she was an unsuspecting victim of a sting operation.
The investigator waited 15 mnutes for the shift change, brought
in a mnor who appeared to be 25. She was the only person
served. It did matter to the officer that she had a good record
for previously detecting mnors by checking identifications and
credit cards. Nor did it matter that the establishnent arrested
at |least one mnor per weekend. She once identified a nother
and had her arrested for giving her 15-year-old daughter a beer.
She was famliar with AS 04 so she knew if she did not fight the
charge that she would face a felony charge for a second offense.
She said she did not knowingly or wllingly serve a mnor.

El even nonths later, in trial, she was found not guilty by a
jury. The experience was enotionally exhausting and the
financial cost to keep her career intact cost $27,000. She

recalled hearing how sting processes have changed and how
productive and cooperative the ABC Board's relationship is with
the AST and other |aw enforcenent. However, she asked about the
relationship the ABC Board has with the hospitality industry
She believed a significant change in the ABC Board's attitude
woul d happen by relocating the ABC Board from the DPS to the
DCCED.

4:45:47 PM

SHARON WHYTAL, Nurse; Coordinator, Southern Kenai Peninsula
(SKP), Communities Project, related that she has served as a
public health nurse for 17 years. Currently, she is working to
coordinate a needs assessnent on behalf of the Southern Kena
Peni nsula called the Comunities Project, which she described as

a partnership of about 50 organizations. The group conducted
over 100 comunity interviews wth 1,400 surveys. The needs
assessnment identified substance abuse as a top conmunity
concern. Additionally, it identified that teenagers, in
particular found our comrunities give a mxed nessage about
appropriate use of alcohol and drugs. The SKP's Comunity

Project opposes HB 125 since the project's focus is on
prevention, which also relies on support of |aw enforcenent to
pronote positive values and healthy choices in our conmmunities.

She offered her belief that nmoving ABC Board will weaken |aw
enforcement efforts to reduce mnor's access to alcohol. It
woul d al so be costly and disruptive to the efficient operation
of the agencies. She related her understanding that problens
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happen that cause problenms for individuals in the industry, but
also believe the conpliance check program operates well in
random sel ection of |icensees. She stated that the goals set FY
2007 would not likely be nmet if the ABC Board is relocated. She
urged nenbers to oppose HB 125.

4:47:57 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 125.

4:48: 28 PM

SH RLEY G FFORD, Executive Director, Alcoholic Beverage Control
Board (ABC Board), Departnent of Public Safety (DPS) answered a
question raised at an earlier hearing. She responded to an
earlier question by Representative Seaton, with respect to the
ABC Board's access to Alaska Public Safety Infornmation Network
(APSIN) conmputer system She said she erroneously testified
that that she did not think the ABC Board would have access to
APSIN due to the DPS' s firewall. She related she was m staken,
that the ABC Board investigators will still have access to the
system One question not yet resolved is the type of case
managenent . Currently, the ABC Board uses the system but the
DPS will switch to an Al aska Records Managenent System by the
end of sumer. She anticipated if that occurs that the ABC
Board nmay incur a one-tinme license fee of $7,200, if it is not
under the DPS.

4:50: 04 PM

M5. G FFORD responded to an earlier question by Representative
MIler, who previously asked for a conparison between conpliance
checks for the period of time that the ABC Board was under the
DOR. She was not able to locate the statistics under DOR  She
recalled the structure was different since the funds to conduct
conpliance checks were distributed to local police departnents.
She left the Sol dotna Police Departnment in 2003, at the tine the
ABC Board switched to the DPS. She offered her belief that the
department hired a person specifically to perform conpliance
checks, in part, to ensure the detailed records were kept to
conply wth the federal reporting requirenents. She reported
that investigator Hanmlton began working for the agency in
August 2005. She concluded that the ABC Board does not have any
statistics available for conparison purposes.
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M5. G FFORD said she appreciated M. Jesse's comments on

i mproved conpl ai nt procedures. She said copies are in nenbers’
packets. She said she hopes the process wll assist the
hospitality industry by providing other avenues to address their
concer ns. She offered her assurance that she wants to
col |l aborate with the industry. She related her understanding
that the industry would like to attack the problem of underage
parties. She stated that she attended the Anchorage Police

Departnent's school resource officer's neeting to discuss
underage parties. She pointed out that with four investigators
that the ABC Board is limted in what it can acconplish. She
has a pool of grant funds for conpliance checks. She stressed
that she believes in conpliance checks. She also recalled the
hospitality industry also believes in conpliance checks, which
are necessary to ensure that people are not selling alcohol to
under age persons.

4:53:25 PM

M5. A FFORD recalled the UAA conducted research in 2007, which
hi ghlighted $320 nmillion as the cost of underage drinking. In
terns of the total cost, the state is 39th in the nation, but in
terms of cost per youth capita, Alaska ranks nunber 1 in the
nation, which is twice the cost of other states.

M5. G FFORD reviewed the 2010 National Al cohol Beverage Contro
Associ ation's (NABCA) survey book. She reported that the vast
majority of other ABC Boards, 19, are housed under public safety
organi zations including attorney general, honeland security, or
| aw enforcenent of fices. Approximately 18 others are
i ndependent organi zati ons or comm ssions, 10 boards were housed
under the revenue departnents and two, Florida and Rhode I sl and,
were under organizations that were simlar to the DCCED. The
national average of 22 states success rates for conpliance
checks was 80 percent. Subtracting Florida's 11 percent success
for conpliance checks increased the figure to 84 percent. She
commented that Florida is under business regul ation.

M5. G FFORD offered to respond to any conplaints, but cautioned
that her answers may be answers that people don't always want to
hear. She reported that her position is to assist the ABC Board
in controlling the manufacture, sales, possession, and barter of
al cohol beverages. She welcomed an interpretation of her
duties. She attested that she and her staff are doing the best
job they can, but she acknowl edged there is room for
i mprovenent . She recently developed an eight-page survey to
gain feedback. She works with 1,800 Iicensees. She hears
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accol ades, but she and her staff are not perfect. It is not her
goal to shut businesses down but to hold |icensees accountable
to the statutes and regulations. She recalled M. Karl's
testinmony and she identified her investigator conducted the
visit to Chena Hot Springs. She offered to provide additiona
details on the conpliance check.

4:59: 01 PM

REPRESENTATI VE SADDLER asked how nuch effort the ABC Board's
investigators spend on enforcenment, education, and business
assi stance, such as hel ping with signage.

M5. G FFORD responded that the ABC Board has four investigators
and an enforcenent unit supervisor. One investigator conducts
conpliance checks, two investigators conduct inspections, and
one investigator works about 75 percent to provide assistance
and the remaining 25 percent on conpliance. The vast mmjority
of the ABC Board's staff work is focused on ensuring that
licensed prem ses are in good operation and follow the statutes
in AS 04. She related that conpliance checks and enforcenent
represent one portion of the job and licensing provides another
functi on.

[HB 125 was hel d over.]

5:00: 45 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
5:00 p.m
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