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PCOSI TI ON STATEMENT: Testified on behalf of Representative Bob
Lynn, sponsor of HB 275.

BECKY HULTBERG, Commi ssi oner

Department of Adm nistration (DOA)

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 275.

PAT LUBY, Advocacy Director

AARP

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 275.

BOB PAW.OWBKI, St aff

Senat or Kevin Meyer

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified on behalf of the sponsor, Senator
Kevin Meyer on SB 125.

CLYDE (ED) SN FFEN, JR., Senior Assistant Attorney General

Conmmrer ci al / Fai r Busi ness Section

Cvil Division (Anchorage)

Depart ment of Law (DQL)

Anchor age, Al aska

PCOSI TI ON STATEMENT:  Provi ded comrents and answered questions on
SB 125.

ACTI ON NARRATI VE

3:26:21 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Committee neeting to order at 3:26 p.m Represent ati ves
Saddl er, Thonpson, Holnmes, Mller, Johnson, and dson were

present at the call to order.

HB 275- RETI REE BENEFI TS: COLORECTAL/ DRUG BENEFI TS

3:26:35 PM

CHAI R OLSON announced HOUSE BILL NO 275, "An Act requiring that
a policy of group health insurance offered by the state and
certain |local governnents include coverage for colorectal
screening, allow retirees to choose between brand-nane and
generic drug products, and Ilimt certain prescription drug
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benefit paynents to an anmount based on the cost of the generic
drug product.”

3:27:17 PM

REPRESENTATI VE BOB LYNN, Al aska State Legislature, sponsor of HB
275, stated a U S. Suprene Court decision by a vote of 5-4 vote
which basically ruled that generic drug conpanies do not have
the sanme | evel of legal responsibilities as the manufacturers of
brand nane drugs. He related federal |aw mandates that generic
drugs be chemcally equivalent to brand nane drugs. It also
woul d require that generic manufacturers use the sane | abels as
brand nane products, such as drug use, dosages, and risk. Since
generic drug manufacturers don't have control over their | abels,
the U S. Supreme Court ruled they cannot be sued for failing to
alert patients of the risk beyond the federally-required
| abel ing on brand nanme drugs. However, brand nanme conpani es can
be sued for inadequate warnings, which means generic drugs nmay
be chemically the sane as brand name drugs, but the |egal renedy
is not the sane. He expressed concern over the decision. He
understood the inportance of the substantial savings, but he is
concerned about the lack of |egal renedy. On the other hand
early detection of colorectal cancer wll save lives, needless
suffering, and noney. He concluded that he wanted to bring this
to the commttee's attention.

3:29:57 PM

REPRESENTATI VE SADDLER asked whi ch case he referred to.

3:30:46 PM

MKE SICA  Staff, Representative Bob Lynn, Alaska State
Legi slature, answered that there were several cases: one
related to brand names and the second to generic drugs. He
pointed out the court determned different outcones in several
cases. He highlighted that many states have mandatory generic
drug prograns and mllions of generic drugs are dispensed daily
with few problens. He understood the court decision is related
to this bill, but he did not think it specifically changes the
guesti on.

3:31:42 PM

CHAIR OLSON asked him to provide the court citations for the
cases to the committee.

HOUSE L&C COW TTEE -4- March 28, 2012



MR SICA offered to do so.
3:31: 52 PM

REPRESENTATI VE LYNN thought Alaska's Congressional Delegation
may wish to find a resolution for this.

3:32:31 PM

MR. SICA recapped HB 275, which would extend coverage for
col orect al Screeni ng, a preventive procedure, to public
retirees, including the Public Enployees Retirenent System
(PERS), the Teachers Retirenent System (TRS) and other public
enpl oyees. The second part of the bill would increase the use
of generic drugs by public enployees by allowing them to choose
generic drugs, but only generics would be fully covered. He

related that a doctor or pharmacist would need to state in
witing that the prescription authorizes it or if there is not
any generic equival ent.

REPRESENTATI VE LYNN stated he al so has sone dramatic exanpl es of
cost differences between brand nane drugs and generic drugs. He
recall ed sone costs for brand name drugs were $3,000 while the
generic drug equival ent cost $10-20.

CHAIR OLSON recalled that the commttee recei ved a schedul e.
3:33: 51 PM

BECKY HULTBERG Comm ssi oner, Departnment of Adm nistration
(DOA), thanked the sponsor for raising this inportant issue.
She suggested that the DOA nay have different approach on how to
reach the end goal, but noted the end goal is the sane. She
explained that health care and health care costs are probably
one of the nost inportant issues to address during her tenure.
She reported that the DOA spends over one-half billion dollars
per year for the conbined active and retiree health care plans.
She pointed out these costs are built into the personnel costs
in all departnents, which becones part of the unfunded liability
that the administration has been working to pay off over tine.
These are real costs that are not directly seen in the budget
process but are costs which are absorbed. The retiree health
care plan represents the vast mmjority of the expenditures of
the two plans. She offered to provide the figures to the
committee. She said that the growmh rates for the plans has
been about eight percent per year although the state had such a
good plan year in 2011 that it was able to reduce the growth

HOUSE L&C COW TTEE - 5- March 28, 2012



rate for the l|ast decade from over nine percent to eight
per cent . She clarified that health care costs are grow ng at
double the rate of inflation. She predicted that health care
costs will consune nore and nore of the general fund budget
unl ess the state gets those costs under control. She explained
that working to reduce health care costs is one of her primary
obj ect i ves.

3:36: 21 PM

COWM SSI ONER HULTBERG predi cted that good managenent of our two
pl ans and working together with Al aska's provider conmunity can
have a positive inpact on the growth rates. She provided sone
background information on the retiree health care plan,
including that the retiree health care plan was established in
the 1970s. The retirees' health care plan is covered by the
di m ni shnment clause in Al aska's Constitution, which essentially
says that retirement benefits cannot be dimnished. That clause
has been interpreted to nmean change a plan which reduces a
benefit would be considered a dimnishnent, which is expressly
not allowed. Thus the plan has been changed very infrequently,
and often any changes have been litigated. She described the
process as difficult. She acknow edged that Al aska does not
have a best in class nodern health insurance plan. She
indicated that typically insurance plans are neant to evolve as
coverage changes, health care changes, and the econonic
envi ronment changes, but this plan does not have the ability to
adapt . She said this plan is considered a rich plan, with $150
deductible and an $850 out-of-pocket maxinum but preventive
care is not covered. She enphasized that the health care
environment in the 70s is very different from today. Furt her,
it's not just colorectal screening that is not covered, but
ot her preventive neasures, such as a physician's preventive care
visit. She noted the retirees' health care plan does not
contain many provisions that are considered standard in a
regul ar health care plan. She noted that dependents up to the
age of 26 are not covered as they are in the active health care
pl an. She pointed out that many retirees would |ike dependents
covered up to age of 26; however, that would just result in
anot her cost which woul d beconme an unfunded liability.

3:38:45 PM
COWMWM SSI ONER HULTBERG stated that the state cannot enforce
steerage. She pointed out that retirees cannot be forced to use

the network, which is problematic since health plan contracting
is based on steerage to a facility. Thus if the state cannot
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denonstrate it can nove a volune to a specific facility it is
difficult to obtain discounts. She indicated that nenbers al so
have a $2 mllion per nenber limt to coverage. She reported
that some nenbers in the retiree plan have exceeded this limt
so they no |onger have health insurance. She suggested this is
also an area the state needs to consider because as health care
costs grow, nore people wll exceed the static limt.
Additionally, the plan does not offer any proactive wellness
services. She characterized the plan as a high-cost plan, which

is one that does not provide good value per dollar spent. She
reiterated the sponsor's point that there is not any requirenent
or additional copay for using brand nane drugs. Thus retirees

do not have any incentive to choose generic drugs.
3:40: 20 PM

COWM SSI ONER HULTBERG provided a view of the retiree plan and
noted there are differences between the state's plan and others
that menbers mght be exposed to, as well as identifying what
shoul d be changed. She highlighted that the plan needs to be
noder ni zed; however, it needs to be done in such a way as to
i nprove nenbers' health while controlling costs. She cauti oned
agai nst adding costs to a plan that is already very expensive
She indicated that nodernizing the plan wll require careful
actuarial and |legal analysis. She again thanked the sponsor for
raising this inportant issue. She related that the DOA has been
considering colorectal screening and realizes the need for
changes to the health care plans. She said that the sponsor is
absolutely correct that preventive services need to be added to
the retirees' plan. Additionally, the sponsor is also correct
that enhancenents to the plan need to be balanced with cost
savi ngs neasures so nenbers and the state receive better value
for the plan. She enphasized that the administration needs to
do nore than what is nentioned in the bill in order to nodernize
t he pl an. She offered her belief that the plan changes can be
made administratively and will not require |egislative action.

3:41: 32 PM

COMWM SSI ONER  HULTBERG asked nenbers to give the DOA an
opportunity to make the changes the bill suggests, which wll
i nclude evaluating the concern over generic drugs and to seek
appropriate |egal renedy. She reiterated that the DOA would
like to address these changes admnistratively as part of a
br oader package to nodernize this health plan.

3:42: 02 PM
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CHAIR OLSON related his understanding that the DOA is interested
in addressing both parts of the bill, which includes col orectal
screening and a generic drug comnponent.

COWM SSI ONER HULTBERG answered that the department has not fully
eval uated the generic drug nandate. The departnment woul d want
to perform additional analyses on the generic drug nmandate. She
suggested that another route may be to increase the copay for
brand nane drugs. She was unsure that the departnent would
select that as an outcone to pursue; however, she could commt
to adding preventive care to the plan. She reiterated the
departnment will be adding preventive care into the retirees’
health care plan. She expressed that the departnment will review
the plan conprehensively to seek balance within the context of
the |l egal constraints.

3:43: 04 PM

COWM SSI ONER HULTBERG al so indicated that the state is making
changes to the state's active health insurance plan. She
outlined sone of the changes, including that the departnment wll
in FY 13 cover preventive care at 100 percent. This wll
include all tests without requiring a deductible or copay, which
will help denonstrate the departnent's belief in the inportance
of preventive care. Further the active plan will cover tobacco
cessation at 100 percent, including any pharnmaceuticals a doctor
recommends. The state will be changing well ness vendors and w ||
add a nore robust wellness feature to the plan that will include
nore benefits for plan nenbers. She cautioned that the state
must proceed nore carefully on the retirees' health care plan
due to the legal constraints she previously nentioned; however,
she reiterated the DOA's conmmtnent to doing so and
characterized it as one of the departnent's first priorities
after session.

3:44:17 PM

REPRESENTATI VE  HOLMES remarked that she |iked what t he
commi ssioner was saying and is very synpathetic as she also
understands the |egal constraints. She further understood that
colorectal screening has been on the DOA' s radar screen for
several years. She asked for further clarification on whether

the colorectal screening would be included in the general plan
coverage for everyone or if it would require additional prem uns
be paid by retirees.
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COMWM SSI ONER  HULTBERG answered that the problem can be
approached in several ways, and while the departnment has not yet
reached a decision on its recommended approach she offered her

belief that the best and optimal way will be to change the basic
plan to nmake the services available to everyone. However,
anot her option would be to create a stand-alone plan that is a
choice for nenbers. Thus if a nenber wanted to choose

preventive care a nenber could choose one plan, but perhaps
menbers would also pay a little nore if the nenber selects an
out of network provider. She stressed that the departnent has
not nmade any decision yet, but she used it as an exanple. She
rel ated her understanding that there are several ways to address
the issue. One would be to offer a wellness service nenbers
could purchase for an additional premum but she did not
advocate that approach since the goal is to get people to use
t hese services. She pointed out that creating additional costs
to nenbers for wellness and preventive care creates a barrier

She outlined the departnment's goal is to renobve any barriers,
which is what the DOA is currently doing in the active health
i nsurance pl an. She indicated the departnent is working to
remove barriers to incentivize preventive care. She suggest ed
that currently the departnment's preference would be to | ook at
conplete plan changes, but if it proves too difficult, the
department woul d consi der side-by-side approach as the next best
option and lastly would be to have nenbers purchase additiona

services for a premium which would be the departnment's third
choi ce.

3:46: 50 PM

REPRESENTATI VE  HOLMES asked whet her the depart nment has
considered if this would be subject to sane limtations and if
there would be a dollar cap or additional deductibles or copay
necessary. She acknowl edged that the conm ssioner has already
addressed this a little bit.

COWM SSI ONER HULTBERG answered that the departnment's initial
approach - which is nmade without any necessary detailed analysis
- wuld be to provide the coverage wthin the context of
nmenbers' regular coverage and not assess any additional copay.
She reiterated that good plan nmanagenent includes ways to
incentivize people to obtain primary care and preventive care
Further she suggested a good plan would not necessarily renove
barriers, but would consider disincentives if nmenbers use care
i nappropriately. She pointed out that sonme plans require
nmenbers nust pay additional copay fees, such as fees of $100
when their nenbers use the energency room for non-energency
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care. She clarified that this is not currently in the state's
health care plans and she is not suggesting adding it in;
however, she noted that a good plan contains incentives for
appropriation care pathways and barriers for inappropriate use
of care.

3:48: 20 PM

REPRESENTATI VE HOLMES said she mrrors Conm ssioner Hultberg's
coment s. She said she comes from the Chicago school which
enbraces witing policies and |aws that encourage behavior you
want to see and discouragi ng behaviors you don't want to see.
She asked whether Comm ssioner Hultberg is considering other
screening that is recommended in national guidelines.

COWM SSI ONER HULTBERG responded yes, that she is aware the U. S
Preventive Care Task Force has recomended a list of preventive
tests. She said that the departnment wll consider whether to
adopt the recommendations for coverage for services, but is not
quite ready to do so for the active state health insurance plan,
al t hough the departnment will try to apply those concepts to the
retirees’ health care plan. She indicated the departnent wll
take a nore active role with respect to the health plans and how
to help people obtain a better health status. She enphasi zed
that the plan is not to just provide coverage for illness, but
it is also to inprove their overall health

3:49: 51 PM

REPRESENTATI VE HOLMES pointed out that many of the legislative
commttees have identified rising health care costs as a nain

i ssue and problenmatic. She agreed that trying to make people
healthier and nore productive results in less lost work and
hel ps people, and controls costs. She offered her belief that

it is also a problem for the private sector. She inquired as to
whet her the departnent has a specific tineline in mnd, noting
that the bill would place a certain tinmeline on the departnent.
She stated that the departnment is asking for tinme to inplenent
the proposal to add colorectal screening in the retirees' health
care plan.

COM SSI ONER HULTBERG answered she did not have a specific
timeline, although she identified adding colorectal screening to
the retirees' health care plan is one of the departnent's
hi ghest priorities. She reported the departnent has held
numer ous conceptual discussi ons. She inforned nmenbers that the
DOA has let an request for proposal (RFP) for health nanagenent
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consultants and one reason for the RFP is to assist the
departnment in identifying and maki ng plan changes for the active
and retiree health care plans. She indicated that the retirees’
health care plan is the departnment's first priority. She
suggested that the departnment would likely have a draft plan
within several nmonths and certainly before the next |egislative
sessi on. She was unsure about any |egal analysis or actuari al
analysis that needs to be done, in particular, since these
processes can be tine-consumng. She said she wants to get this
done as quickly as possible and the departnent has nade a
commtnment to do so since it is inportant, but she is not able
to give a specific date for inplenmentation

3:52: 00 PM

CHAIR OLSON stated that he has chaired the House Labor and
Commerce Standing Commttee for six years and this is the second
time a departnment has cone forth wth such an offer. He
inquired as to whether the departnent would have a proposal by
late fall to allow the commttee to nmeet during the interimto
address any |legislative conponents by the next |egislative
sessi on.

COWM SSI ONER HULTBERG wel coned the conmittee's engagenent. She
offered her belief that by this fall the DOA could either share
a draft plan or an update on the process. She related her
understanding that the health care plan changes can be nade
admnistratively, but due to the significance of the retiree
plan and the legal constraints the departnent mnust proceed
cautiously. She commtted to producing a work product or to
assess the progress the departnent has been nade.

3:53: 58 PM

CHAI R OLSON offered his belief that part of the problemwth the
current colorectal screening is coverage depends on how the
doctor submits the bill so if the doctor presents it in one
manner receives coverage and another patient is deni ed.

COWM SSI ONER HULTBERG responded that Chair Oson is absolutely
correct. She agreed that when the doctor subnmits the claim as
purely preventive care - noting colonoscopies are recomended
for those reaching the age of 50 - healthy patients undergoing
col onoscopies will not be covered under the plan, however, if
the procedure is coded as diagnostic due to a concern it will be
covered as a nedical procedure and not a preventive procedure
She enphasized that this creates an untenable position for
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retirees and for the nedical conmunity. She reiterated her
commtnment that the departnent is going to fix this issue. She
characterized this as a conplicated issue, but the departnent
will nove on this quickly to nmke the necessary changes to
i nprove the plan. She highlighted that the changes need to be
made for general preventive care and to address the $2 mllion
[imt.

3:55: 34 PM

CHAIR OLSON inquired as to whether the colorectal coverage is
the higher priority versus inplenenting generic drugs.

COWM SSI ONER HULTBERG answer ed absol utely. She enphasi zed that
the departnment's goal is not just to add col orectal screening,
but to address the nultitude of preventive care issues that are

not currently covered. She pointed out that this is not an
optimal position since the departnment wants conditions such as
hi gh bl ood pressure and high cholesterol diagnosed. She said

that the preventive aspect of this plan is the highest priority,
but due to dimnishnment clause the departnment also wants to have

the ability to make changes that will inprove quality of care
and still lower costs at sane tine.
3:56:49 PM

REPRESENTATI VE SADDLER related his understanding that the
departnent's approach was to rework the main health care plan,
or consider a side by side option. He inquired as to the third
opti on under consideration.

COWM SSI ONER HULTBERG answered that one option would be to
provide a package of preventive care options a retiree could
purchase for a premum but she expressed concern about this
approach since the departnment wants to renpbve barriers to

preventive care and cost can be a barrier. In further response
to Representative Saddler, she pointed out that the downside is
that it is inportant to review all elements and taking a
pi eceneal approach won't result in the best overall inpact. She
expl ained that adding in preventive care is an enhancenent to
the plan. She suggested that the departnent nust add
enhancenments to offset any di m ni shnents. Thus addi ng

enhancenents through legislation would reduce the departnment's
ability to make other adjustnents w thout conpromsing the
health care that retirees receive.

3:58: 58 PM
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REPRESENTATI VE SADDLER asked for the reason this issue has not
been addressed to date.

COW SSI ONER HULTBERG answered that she does not know. She
pointed out that the DOA has worked closely wth Conm ssioner
Streur on health care costs.

3:59:46 PM

CHAIR COLSON interjected that a portion of this has been before
the conmittee twice, but has had a significant fiscal note. He
offered his belief that since the sponsor cane in wth bal anced
approach hel ped nmake the process nore feasible. He pointed out
that the commissioner's approach is to address it on a nore
holistic basis, which nakes sense. He suggested that one reason
the prior bills did not pass is that it did not address the
entire problem

4:00:42 PM

REPRESENTATI VE SADDLER asked for speculation on how closely
together the active state enployees' health care and retiree
pl ans may end up.

COWMM SSI ONER HULTBERG answered that in the ideal world the state
woul d have the best of class plan, which is evidence-based and
represents best practices. She pointed out that the Al aska
Constitution may be a barrier. She did not want to suggest that
the plans would be conpletely aligned. She indicated that per
menber costs are significantly less for retiree health care

pl an. She was unsure that they would be totally aligned, but
she thought nore alignnment would happen on best practices in
pl an managenent and overall health managenent. She enphasi zed
the need for alignnment on preventive care. She further

enphasized the need for nore alignnent on networks and
encouragi ng people to use networks to nore effectively nanage a
heal th pl an. She reiterated that the departnment wll work
towards better alignnment on certain el enents.

4:02:53 PM

PAT LUBY, Advocacy Director, AARP, expressed the AARP's concern
that retirees under the age of 65 are not entitled to receive
preventive care for colorectal cancer screening. He pointed out
that Medicare enbraces colorectal screening as one of 19
preventive aspects in Medicare program since it makes sense and
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saves noney. He offered his belief that the conm ssioner has a
come up with a good plan and the AARP wi || support it.

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 275.

CHAIR OLSON remarked that one other tinme a departnment suggested
an adm nistrative fix, related to firefighters, and the solution
was acconplished nuch nore tinely and broadly than if it had
been acconplished through | egislation.

4:05: 08 PM

REPRESENTATI VE LYNN rel ated that he is pleased with the overal
direction the process has taken. He stated that the best part
has been that it has brought the concern to everyone's
attention. He said there is a trenendous disparity between
generic drug and brand name drugs. H s goal as sponsor is not
to pass the bill, but to solve the problem He enphasi zed that

the problem needs to be solved, whether it is acconplished
t hrough adm nistrative action or |egislation. He concluded that
Conmi ssioner Hultberg has given a pretty firmcomitnment to nove
forward with this and the admnistration has heard testinony on
col onoscopy screening and generic versus brand name drugs. He
t hanked the commttee and the administration since he believes
this issue has noved forward considerably. He said he was happy
with the result.

CHAI R OLSON anti ci pated an update by the departnent this fall
[HB 275 was hel d over. ]

SB 125- MOTOR VEHI CLE TRANSACTI ONS

4:07: 24 PM

CHAI R OLSON announced that the final order of business would be
SENATE BILL NO 125, "An Act relating to certain vehicles,
including trailers; and relating to notor vehicle dealer
advertising, notor vehicle dealer sales of used notor vehicles,
not or vehicle sales contracts, notor vehicle service contracts,
and notor vehicle sales financing."

4: 0802 PM

BOB PAW.OWSKI , Staff, Senator Kevin Meyer, Al aska State
Legislature, stated that SB 125 is a consumer protection bill to
protect and assist consuners in finding and purchasing
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conpetitively priced notor vehicles which are offered in prices
that are clearly stated by the dealers. He related that SB 125
woul d update the statutes referred to as the Al aska Auto Deal ers
Practices Act, clarifying several provisions concerning the
advertising of new and used autonobil es, The revisions assist
consuners in understanding auto conparison pricing and
elimnates anmbiguities contained in the current statutes. The
bill would assist dealers in followng state law, a very Kkey
element in the bill. This bill was drafted in conjunction with
the DOL to provide consumer protection in purchasing notor
vehicles and to dealers in pricing and advertising the vehicles.
He comended the auto dealers and M. Ed Sniffen, DOL, for the
work on the bill

CHAIR COLSON nentioned the conmttee heard the conpanion bil
several weeks ago.

4:09:45 PM

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

4:10: 22 PM

REPRESENTATI VE JOHNSON inquired as to whether the bill versions
are the sane.

MR, PAW.OWEKI agr eed.
4:10: 47 PM

REPRESENTATI VE M LLER expressed concern, noting he held
conversations with the Auto Deal ers Association. He related a
scenario in which in a consuner wal ks on car |ot and the dealer
has posted an advertised price on the vehicle' s w ndow. If he
consuner wants to pay the price he or she is finished.

CLYDE (ED) SN FFEN, JR, Senior Assistant Attorney General,

Comrercial/Fair Business Section, Cvil Dvision (Anchorage),
Departnment of Law (DOL), answered that Representative Mller is
correct. Consuners would be able to purchase vehicles on the

ot with an advertised price posted, noting the advertised price
must include everything except for fees paid to a governnenta
entity, such as title, registration, and taxes. He reiterated
these fees would be in addition to the price.

4:12: 20 PM
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REPRESENTATI VE M LLER asked whether this criterion is the sane
if the car is new or used or if there is a distinction between
the two categori es.

MR. SNl FFEN answered that the bill would apply to auto deal ers’
advertised prices for new and used vehicles and would include
all costs except for fees to a governnental entity or third
party. In further response to Representative Mller, M.
Sniffen agreed that the fees would typically relate to
governnmental entities, such as the Division of Mdtor Vehicles or
an entity for title, licensing or registration.

4:13: 20 PM

REPRESENTATIVE M LLER related a scenario in which a consuner
opted for itenms such as wnterizing, a battery blanket,
undercoating, or a specific credit wunion. He related his
under st andi ng these options would be up to the consuner.

MR. SNl FFEN answered yes, the advertised price would be for the
vehicle and if the buyer wanted things such as extended service
contracts.

4:14: 01 PM
REPRESENTATI VE M LLER asked for a definition of DOC fees.

MR. SNI FFEN answered that a DOC fee is a short hand acronym for
docunent preparation fees. He explained that DOC fees represent
the fees nmotor vehicle dealers add to the price of vehicle to
conpensate them for preparing paperwork for obtaining the title
and licensing the vehicle. He pointed out that the DOC fee is
not a governnent fee, but represents the overhead that the
deal er absorbs in order to get the car ready to drive off the
car |lot. The dealers charge a DOC fee, which typically in
Anchorage can range from $100-$200, but rarely would be as high
as $300.

4:15: 07 PM

REPRESENTATI VE M LLER asked when the consuner woul d di scover the
DOC fee and if it would be on the sticker.

MR. SNI FFEN answered that current statutes require that the DOC

fee be included in any advertised price for the vehicle. He
expl ained that the advertised price nust include the fee. He
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suggested that adding on the fee later would be in violation of
the statute; however, if a consunmer negotiated a different price
with the dealer, such as negotiating the price from the $29, 000
listed to $25,000, the current statute does not restrict adding
the DOC fee back into the price. He nentioned one caveat woul d
be if the person negotiated a $100 discount and the dealer
attenpted to add on a $200 in the DOC fee so that the total
price exceeded the advertised price, the Departnent of Law would
have an issue with that practice.

REPRESENTATI VE M LLER concluded that M. Sniffen's testinony
reflects the informati on he was given by car deal ers.

4:16:42 PM
REPRESENTATI VE SADDLER asked whether any provision in law is

required by used car sales to furnish the Kelley Blue Book price
to allow the consuner to check the trade-in value of a vehicle.

MR. SNl FFEN answered no. He suggested that many consuners
research the Kelley Blue Book price ahead of tine. He said this
bill would require the book if a dealer was using the Kelley

Bl ue Book price for conparison.

REPRESENTATI VE SADDLER inquired as to whether this provision
woul d apply to new or used vehicl es.

MR. SNI FFEN answered the current statutes relate to used cars.
He pointed out dealers use conparisons to the manufacturer's
suggested retail price (MSRP) for new vehicles, which is posted
on the vehicle in sticker form Thus the Kelley Blue Book is
not normally needed for new vehicles. He reiterated that nost
of the pricing information is already available on the w ndow
sticker price.

REPRESENTATI VE SADDLER commented that typically the library has

copies of the Kelley Blue Books. He said he was just thinking
out | oud.
4:19: 34 PM

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

4:19: 59 PM
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REPRESENTATI VE JOHNSON noved to report SB 125 out of comittee
wi th individual recomendations and the acconpanying zero fiscal
not e. There being no objection, SB 125 was reported from the
House Labor and Commrerce Standi ng Comrittee.

4:20: 44 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
4:20 p. m
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