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ACTI ON NARRATI VE
1: 06: 34 PM

CHAIR PEGGY WLSON called the House Transportation Standing
Commttee neeting to order at 1:06 p.m Represent ati ves Fei ge

Gruenberg, Petersen, and WIson were present at the call to
order. Representative Pruitt arrived as the neeting was in
pr ogr ess.

HB 255- PROHI BI T DI ALI NG OR TEXTI NG WHI LE DRI VI NG

1: 06: 46 PM
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CHAIR P. WLSON announced that the first order of business would
be HOUSE BILL NO 255, "An Act prohibiting the driver of a notor
vehicle fromreading or typing a text message or other nonvoice
nmessage or comunication on a cellular telephone, conputer, or
personal data assistant while driving a notor vehicle."

1: 07: 07 PM

REPRESENTATI VE LES GARA, Al aska State Legislature, presented HB
255 on behalf of the six co-prine sponsors: Representatives

Thomas, P. WIson, Guenberg, Tuck, Gatto, and hinself. He
stated, as many of you know, the |legislature thought it had
passed a bill a few years ago that prohibited watching videos
and texting while driving. The aforenentioned bill was not
witten as clearly as the courts would have |iked and a nunber
of judges have taken the position that the previous bill had not

been intended to apply to texting. He reported that this case
is currently on appeal to the Court of Appeals and the matter

may go to the Al aska Suprenme Court. He said the reason for the
bill is to reinforce to the public that texting while driving is
danger ous.
1: 08: 06 PM

REPRESENTATI VE GARA enphasi zed that nenbers only need one fact.
He said according to the National Conference of State
Legi slatures (NCSL), drivers who text while driving are 20 nore
times likely to have an accident than those who do not text. He
informed nenbers the woman who co-founded the organization,
Mot hers Agai nst Drunk Driving (MADD), has now taken the issue of
"texting while driving" on as seriously as she did the issue of
drunk driving. He characterized this issue as the "new drunk
driving" issue. He was unsure of the correlation between the
dangers of drunk driving and driving while texting - whether it
would be 20 times or 30 tinmes riskier - but he assuned that
texting presented a simlar risk since the driver endangers the
lives of other while engaging in this type of behavior. He said
this is why he introduced HB 255 four other |egislators decided
to add on as co-prine sponsors of the bill.

1: 09: 20 PM
REPRESENTATI VE GARA described the drafting process taken and his
intent to stay as true to the original bill as possible. He

enphasi zed that nunmerous policy calls have been incorporated
into the bill, which the co-prine sponsors do not want to see
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changed. He reported a previous |aw already addresses other
driver activities, such that drivers nmay not watch or operate a
video screen while their vehicle is in notion. He acknow edged
several approaches could have been taken when drafting this
bill. The bill could have been nodeled after the |anguage used
in current statutes for a person who s driving while
i ntoxi cated (DW). Those statutes assune that a person sitting
in the driver's seat with the key in the ignition [denonstrates
the intent to drive]. However, he admtted he did not really
have a problemwi th drivers view ng text nessages while they are
sitting in their vehicles in a parking lot. He also admitted it
was inpossible to draft the bill perfectly. He suggested the
bill could be drafted in a way to cover alnost all of the bad
circunstances, or it could be drafted to cover all the bad
circunstances, but in doing so mght affect a few innocent
peopl e. Since 2009, the statutory |anguage prohibiting texting
refers to texting while the driver's vehicle is in notion. He
described a scenario in which a driver nmay decide to check his
phone while stopped at the beginning of a red light. The driver
may just have received a text fromhis wife regarding child pick

up arrangenents. The driver [hears the phone beep], and since
the light just changed knows he has another 30 seconds before
the light will change to view the text nessage, and then | ook

back at the |ight. He offered his belief this type of activity
woul d not warrant jail tinme. He pointed out an exenption in the
bill allows Ilaw enforcenent, public safety officers, and
firefighters to use equipnment installed in their vehicles such
as video screens, |aptops, and conmmunication devices necessary
for their work. He said that the bill sponsors will work in the
comng weeks to determ ne whether public safety agencies wl
need any additional exenptions.

1:11: 05 PM

REPRESENTATI VE GARA reported that 35 states currently ban
texting for all drivers. He said," It's dangerous. It should
be addressed.” The Departnent of Public Safety (DPS) has al ways
had [public service announcenents] informng drivers they are

not allowed to text while they drive. He expressed concern
about sending the public m xed nessages. He said the co-prine
sponsors are hoping this bill wll pass. He related his

understanding that sonme contention may exist with respect to
cell phone use in bills currently before the legislature so his
intention is to let those bills proceed separately. He advi sed
menbers of the desire to limt HB 255 to texting, which is
something his original co-prine sponsor, Representative Thonas,
and he had agreed to early on.
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1:11: 51 PM

REPRESENTATI VE CGRUENBERG said he is only aware of one case that
was held to the contrary. He asked whether the sponsor was
aware of any other cases.

REPRESENTATI VE GARA related his understanding that a nmagistrate
in Kenai has held the [2008] I|aw does not cover texting.
Additionally, a supervising judge in Fairbanks has indicated she
would direct her magistrates to also issue the sane ruling;
however, her directive my be pending. He was unsure if any
ot her cases have had favorable rulings, but he was aware that
sonme drivers have signed plea agreenents admtting to texting
while driving. He said the district attorney's office has taken
the position that the activity was intended to be illegal. He
advi sed nenbers that the cases are currently on appeal, and the
Departnment of Law and Legislative Legal and Research Services
("Legislative Legal") is confortable with the |anguage.

1:12: 52 PM

REPRESENTATI VE PETERSEN asked to place on the record that under
this bill a driver could pull over and park in a parking |lot or
driveway and legally text; however, texting by the driver is
illegal activity when the vehicle is in notion on the roadway.

1: 13: 18 PM

REPRESENTATI VE PRU TT also wanted to ensure the record is clear
on HB 255 since issues have arisen with respect to a previous
bill that passed the legislature [2008], but the legislative
intent could not be determ ned. He asked for clarification that
HB 255 woul d not apply to a person unl ocking his/her cell phone.

REPRESENTATI VE GARA responded that this bill is very specific
and does not regulate talking on cell phones so if HB 255 were
to pass it would not be illegal for people to unlock their cel
phone to nmake a phone call. He cautioned nenbers of other bills
currently before the legislature nay apply to cell phone use and
could inpose restrictions if any of them passes the | egislature.

1:14: 34 PM

REPRESENTATI VE PRUI TT rel ated his understanding HB 255 woul d not
apply to a driver dialing a nunber on a cell phone.
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REPRESENTATI VE GARA agr eed. He said that a driver could dial a
nunber, press the answer button, and do anything else a person
normally would do to talk on his/her cell phone. He reiterated
that various proposals are before the |egislature, but
restricting phone use is not in HB 255.

1:15: 01 PM

REPRESENTATI VE PRUI TT pointed out that many smart phones have a
gl obal positioning system (GPS), such as MapQuest. He inquired
as to whether people would be prohibited from using these types
of systens.

REPRESENTATI VE GARA agreed MapQuest and GPS mappi ng woul d be
allowed in HB 255, noting that the use of these types of systens
was covered when the original bill, sponsored by Representatives
Gruenberg and Gatto passed the legislature [in 2008.]

1:15: 48 PM

REPRESENTATI VE GRUENBERG nentioned he has questions on the
fiscal note.

1:16:13 PM

ANNE CARPENETI, Assistant Attorney GCeneral, Legal Services
Section, Crimnal Division, Departnment of Law (DOL), introduced
hersel f.

1:16:47 PM

REPRESENTATI VE GRUENBERG referred to the fiscal notes from the
Department of Law (DOL) and from the Public Defender Agency
(PDA) . He noted the fiscal note from the PDA was prepared by
Quinlan Steiner, Public Defender. He referred to page 2,
paragraph 2, of the fiscal note analysis and read, "In sone
comunities where judicial officers have concluded that texting
and driving is not covered by the current statute, District
Attorneys are no longer pursuing charges for texting and
driving". He stated he was not aware of the DOL's position.
| nstead, he understood that cases were being dism ssed so they
coul d be appeal ed. He further understood the DOL was pursuing
this since the departnent's position is that the magistrate's
decision in this instance is "wong on the law." He inquired as
to whether she was aware of any communities in which cases were
not bei ng pursued.
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M5. CARPENETI answered she was unaware of any cases not being
pur sued. She related her understanding the DOL has been
petitioning decisions by the magistrates and while the appeals
are not automatic the DOL has asked that the matter of legality
of the matter to be reviewed by the Court of Appeals. She
agreed that the DCOL's position has been that this conduct is
covered by the statute originally passed in 2008.

1:18: 36 PM

REPRESENTATI VE GRUENBERG said he sinply has not been aware of
this situation. He agreed that any decision not to prosecute
woul d inpact the fiscal note. Al though the finance conmttee
will considered fiscal inpact, but he stated that he would
appreciate confirmation as to whether the prosecutorial activity
i s happening. He said he strongly hoped that the DOL was

pursui ng these cases.

M5. CARPENETI offered to research this and respond to the
comm ttee.

1: 20: 55 PM

QUI NLAN STEINER Director, Central Ofice, Public Def ender
Agency, offered to respond to questions about the fiscal note.
He related his understanding that Representative G uenberg had
guestions on whether district attorneys were prosecuting cases
in all comruni ti es. He reported that he obtained his
information for the fiscal note analysis from the DOL's Deputy
Attorney Ceneral Rick Svobodny. He advised conmttee nenbers
that the cases have not been pursued in all jurisdictions. He
concluded that passing HB 255 would inpact full prosecutions in
all communities in the state with a district attorney's office.

1: 22: 07 PM

CHAIR P. WLSON asked for clarification on the inpact of
prosecution on the fiscal note.

MR. STEINER responded that as long as the cases involving
texting while driving were being fully pursued and drivers were
being arrested it wouldn't have a fiscal inpact; however, it
j ust depends on the assunptions. He described the assunptions,
such as whether police were arresting for the texting while
driving activity, if +the district attorneys' offices were
pursuing all cases, and also if the parties were being fully
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pr osecut ed. He said when he prepared the fiscal note that he
assunmed the cases were not being prosecuted in all comunities.

CHAIR P. WLSON said she would like a definite answer by the
next conmttee.

MR. STEINER was unsure if he could provide that information
definitively, but he offered to follow up with the DCL.

1: 23: 21 PM

REPRESENTATI VE GRUENBERG offered his belief that this is a
policy question. He related his understanding that the cases
involving texting while driving were being pursued until a
deci sion had been issued by one judge. He surmised this has |ed
to a hiatus, in which some communities may not be pursuing
texting while driving cases. He acknow edged that the fiscal
note is a matter for the finance commttee to review, however,
he wondered whether this situation was tenporary, and if so, and
how that may affect the fiscal inpact.

1: 24: 43 PM

MR. STEINER offered to clarify with the Departnment of Law to be
certain of the historical prosecution of these cases. He
acknow edged the anmbiguity this has created and agreed to follow
up on it.

1:25:16 PM

KATE SAKEGAK, a Denali Montessori student, provided testinony on
HB 255. She stated that driver distraction is biggest reason
for wvehicle accidents. She explained that drivers becone
distracted by their phone screen at the sane tinme as the crash

She identified the reason that texting while driving causes
distraction is that drivers can't focus on a small screen and at
traffic while their vehicle is noving. She conpared this to her
own experience. She stated that her nother will not allow her
to watch television while she is doing her honework since the
tel evision creates a distraction. Finally, she pointed out the
safety of all is worth a small limt on personal freedom

CHAIR P. WLSON thanked Ms. Sakegak for her testinony.

1: 27: 22 PM
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REPRESENTATI VE PRU TT noved to report HB 255 out of comittee
with individual recomendations and the acconpanying fiscal
not es.

REPRESENTATI VE GRUENBERG obj ected for purpose of discussion. He
suggested the commttee nake a recommendation rather than
i ndi vi dual recommendati ons.

REPRESENTATIVE PRU TT restated his notion, including the
recommendati on of "do pass,” as foll ows:

Representative Pruitt noved to report HB 255 out of comittee
with the recommendati on of "do pass” and the acconpanying fiscal
not es. There being no further objection, HB 255 was reported
fromthe House Transportation Standing Conmttee.

HB 235- MOTOR VEHI CLE TRANSACTI ONS

CHAIR P. WLSON announced that the final order of business would
be HOUSE BILL NO 235, "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."

1:28:59 PM
REPRESENTATI VE STEVE THOMPSON, Al aska State Legislature, thanked

menbers for the opportunity to present HB 235. This bill would
update statutes AS 45.25.400 - AS 45.25.900, conmmonly known as

the Alaska Auto Dealers Practices Act. The changes woul d
clarify provisions concerning the advertising of new and used
aut onobi | es. These revisions should assist consunmers in

understanding auto conparison pricing and should elimnate
anbiguities contained in the current statutes while assisting
dealers in followng state | aw.

1:29: 25 PM

REPRESENTATI VE THOMPSON reported that this bill was drafted in
conjunction with the Conmercial/Fair Business Section of the
Departnment of Law. He said, "Additionally, this bill should
take care of the contentious issues of the "DOC' fees naking the
i ssue nute."
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1: 30: 10 PM

JANE PIERSON, Staff, Representative Thonpson, Alaska State
Legi slature, introduced herself. She turned to the sectiona
anal ysis of HB 235.

1: 30: 21 PM

MS. PIERSON read a sectional analysis of HB 235, as foll ows:

1

\%SS

31

Section 1. Clarifies the “MSRP” shown on the federa

Monroney sticker is the mnufacturer’s suggested
retail price, and not the dealer’s advertised price
Also clarifies what items are included by the

manufacturer in arriving at MRP as shown on the
Monroney sticker, and allows dealers to advertise a
savi ngs or discount fromthe NMSRP

Section 2. Requires that the dealer’s advertised
price must include all dealer fees and costs except
fees paid to a governnental agency such as taxes and
I icensing fees.

Section 3. Renoves disclosure requirenment regarding
use of MSRP in advertising, and renoves subsection
dealing with price advertising that is covered in
Section 1 to anendnment to AS 45. 25.400(b).

Section 4. Requires dealers use nationally recognized
val uation publications (such as Kelly Blue Book or
N.A DA Oficial Used Car Guide) as the retail value
when advertising conparative pricing for used cars. HB
235 requires that this pricing information be provided
t o consuners upon request.

: 31 PM

PI ERSON continued the sectional analysis, by reading

foilomﬁng [original punctuation provided]:
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45. 25.460(a). (This renunbering requires the anmendnent
in Section 8)

Section 6. Changes the word “verified” to “signed” so
the information provided by an individual to a dealer
need not be notarized.

Section 7. Allows a dealer to have a vehicle on the
sales ot and show it to custoners prior to having all
requi red paper work, but prohibits sale of the vehicle
until the dealer has all required paperwork in its
possessi on.

Section 8. Conforms AS 45.25.520 with renunbering in
Section 5.

Section 9. Clarifies that the sales contract wll be
void if the dealer or the financing institution
changes terns of a separate agreenent relative to
fi nanci ng.

1: 32: 44 PM

M5. PIERSON continued the sectional analysis, by reading the
followi ng [original punctuation provided]:

Section 10. Provides for responsibility of a buyer to
return a vehicle if financing is not approved and the
responsibility of deal er to return a trade-in
delivered to the dealer

Section 11. Est abl i shes responsibility of a buyer to
return a vehicle if the financing is denied as a
result of intentional msrepresentation in the credit
application, including mleage fee if over 100 mles
are put on the vehicle and responsibility for danage
to the vehicle, parking tickets, towing fees, storage
fees, impound fees, and other simlar charges incurred
by the buyer while the vehicle was in possession of

buyer.
Section 12. Renoves unnecessary and inpractical
obligation inposed on dealers relating to service
contracts.

1:33: 39 PM
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M5. PIERSON continued the sectional analysis, by reading the
following [original punctuation provided]:

Section 13. Provi des that changes affect contracts
entered into on or after the effective date of the act
and provides definitions for terns used in several

secti ons.
For Section 7 - Mbt or vehicle is defined in
45.25.590(3) "notor vehicle,” notwithstanding the

definition of "nmotor vehicle" in AS 45.25.990, neans a
vehicle, including a trailer, that is required to be
regi stered under AS 28.10, but does not include a
not or cycl e.

For Section 12, Service contract is defined in
45.25.990 (18) "service contract"™ neans an optional
agreenent that is separate from a contract for the
sale of a notor vehicle and that covers certain repair
or mai ntenance functions beyond coverage provided by a
warranty.
For Section Sections 9, 10, 11, and 12, Mdtor vehicle
is defined in 45.25.990 (12) "notor vehicle" neans a
notor vehicle that is required to be registered under
AS 28.10, but does not include a notor hone, a
recreational vehi cl e, or a nmotorcycle; in this
par agr aph,

(A "all-terrain vehicle" has the neaning given

in AS 45. 27. 390;

(B) "recreational vehicle” includes an all-

terrain vehicle and a snow machi ne;

(© "snow machine" has the nmeaning given in AS

45, 27. 390.

1: 34: 55 PM

REPRESENTATI VE FEI GE referred to page 1, lines 11-12 of HB 245
and asked for clarification as to why this |anguage is being
del et ed.

M5. PIERSON noted that M. Sniffen, Departnent of Law was on
line to answer questions.

REPRESENTATI VE GRUENBERG related he has sone questions and

potential anmendnments he may offer, but he first wanted to hear
public testinony.
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1: 36: 55 PM

STEVEN J. ALLWNE, President, Mendenhall Auto Goup, stated he
has been an autonobile dealer in Al aska for about 25 years. He
offered his strong support for the bill. He said he has been
involved with this issue from the beginning and expressed a
willingness to provide clarification on any provisions in the
bill. He explained that the industry reached the point at which
it needed to identify in statute what was functional what was
not - sone provisions were sinply a waste of tinme or tended to
make things murky. He related that years ago sone changes to
statute were adopted with a specific intent, but over tine these
statutes have been wunintentionally interpreted in sone other
way. He suggested that this bill should provide sone clarity.

1: 38: 27 PM

REPRESENTATI VE FEICGE referred to page 1, line 12, of HB 245 to
t he | anguage being deleted, "AND M NUS ALL MANUFACTURER DI SCOUNT
AND SAVI NGS. " He asked for clarification on the deleted
| anguage.

MR.  ALLWNE answered that this information is information
al ready contained on the manufacturer's sticker, which is also
known as the Mnroney sticker. He referred to page 1, line 10,
of the bill. He said that the Kkey language is the
manuf acturer's suggested retail price nust reference the fina
price listed by the manufacturer. In certain circunstances the
manufacturer will choose to package certain options and provide
a discount. He highlighted that this specific discount would be
di scl osed on the Monroney sticker.

1: 40: 27 PM

STEVE DELBI ANCO, Executive Director, Net Choi ce, expl ai ned
Net Choice as a trade association of e-comerce that for over a
decade Net Choice has been an advocacy organization for the
Internet, dedicated to supporting online commerce and consumner
choice. He related that NetChoice also has supported updates to

states' consuner protection laws, such as this bill, in order to
gi ve consumers greater confidence and trust in the information
and for on-line comerce. H s organization also pronotes

innovation that helps to inprove the on-line industry, such as
hel ping on-line travel agents reduce costs and to give consuners

nore choi ces. Net Choi ce hel ps provide ticket markets to serve
sports and concert fans. He stated that Net Choice supports HB
235 since the bill wll enpower consuners to have pricing
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information that is conparable across conpetitors and wll
elimnate any surprises with respect to the final vehicle price.
He pointed out the change related to what deal ers nust include
in manufacturer's suggested retail price (MSRP) or list price
will help consuners identify the final MSRP across the board
He related that this provision is in line with mny other
st at es. This bill carries standardization further so that
consuners can identify the final price - the MSRP - as the basis
for savings vis-a-vis advertised ©price conparisons. He
enphasi zed support for proposed Section 5, since it wll make it
harder for any dealer to "bait and switch" by draw ng buyers
into a showoom to see a car that's not really there. He
concluded by conparing this bill to [a federal bill] that
recently passed with respect to airline tickets. Travel agents
nmust now di scl ose a conpl ete and conparable price on any airline

tickets, including that all governnment required fees and tax
requi renments nust be included, as well as baggage fees. These
new federal rules are simlar to the ones in this bill, which

are designed to give consuners nore conplete and clear
information to allow them to conpare prices and know what is
included in the final ticket price. He thanked nenbers of the
commttee and of fered Net Choice's support for the bill.

1: 43: 22 PM

REPRESENTATIVE PRU TT related his understanding that out of
state dealers also advertise in Al aska. He asked how this
conpares to other states' |aws and whether dealers in the Lower
48 woul d have an advantage. He offered his belief that Al aska's
rul es have obscured and limted our dealers from being as clear
to the custoners as he would Iike.

1:44: 25 PM

VR. DELBI ANCO rel ated hi s under st andi ng t hat Al aska' s
regul ati ons, which require conparable and clear pricing, would
also apply to any notor vehicle dealer who advertises vehicles
for sale in Al aska. He reiterated that all dealers are subject
to these statutes no matter where the dealer is |ocated. He
said he certainly hoped that was the case since Al aska consuners
shoul d not be subject to differences standards of conparability
and clarity, just because they happened to use a newspaper,
magazi ne, or website fromout of state.

1:45:10 PM
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MR ALLWNE, in response to a question by Representative
Gruenberg, answered that a Juneau resident buying a car is
subject to a sales tax.

MR. DELBIANCO in response to a question by Representative
Gruenberg, answered that the sales tax on notor vehicles is not
assessed on the place of purchase, but depends on the place
where the title for the vehicle is obtained. He offered his
belief that sales tax is handled differently for notor vehicles
than it is for other tangible property due to the requirenent to
obtain a title for notor vehicles.

1:46: 46 PM

MR. ALLW NE agreed that is nornmally the case, except in the Cty
and Borough of Juneau. He expl ained that a mechani sm does not
exist wthin Alaska to allow the CBJ to collect sales tax on a
vehicle purchased from another state or |[|ocation, including
Anchor age. He nentioned that Anchorage dealers are not subject
to sales tax. He related that people may purchase their vehicle
in Anchorage, but the Division of Mtor Vehicles (DW) would not
collect sales tax on behalf of the CBJ if these vehicles are
regi stered in Juneau. He agreed with M. Delbianco with the
process he described as being accurate and true in the State of
Washi ngt on.

1:48: 05 PM

REPRESENTATI VE GRUENBERG asked himto estinate the percentage of
advantage out of state dealers would receive when selling
vehicles to Juneau residents.

MR. ALLWNE answered that sales tax on notor vehicles is capped
at $375. In further response to Representative Guenberg, he
expl ai ned that sales tax rate for notor vehicles valued at up to
$7,500 woul d be assessed at 5 percent, with a $375 maxi num sal es
tax on vehicles valued at over $7,500.

1:48: 45 PM

CHAIR P. WLSON asked himto estimate the value of the sales tax
if the legislature were to attenpt to provide a renedy for sales
tax collection on. She related her wunderstanding that one
obstacle is the DW would need to collect sales tax it does not
currently collect on behalf of comunities.
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MR. ALLWNE identified this as an issue does not pertain to the
bill; however, he is very excited to contenplate it. He
predicted that the potential incone for cities and boroughs in
Al aska woul d be significant. He did not recall that anyone has
studied the matter. He has observed, from his experience as an
auto dealer in Juneau, that a significant nunber of vehicles are
regi stered but are not operated in Juneau. He surmi sed that a
| arge nunber of these vehicles are exported, but the notor
vehicle nust be titled to do so |egally. He suggested that if
one were to ask DW' s representatives what their observations
were on this matter, they would indicate that a significant
nunber of titles, registrations, and plates are sent to a
trailer park in town, but the vehicles are not physically
| ocated in Juneau. He characterized this issue as being simlar
to counterfeiting and exporting vehicles illegally so addressing
the sales tax issue would stop these practices.

1: 50: 59 PM

REPRESENTATI VE GRUENBERG pointed out that NetChoice 1is an
I nternet business mght be able to clarify pricing differences
and the effect of Internet purchases on l|ocal brick and nortar
busi nesses.

MR. DELBI ANCO responded that NetChoice is a trade association
and not an Internet seller organization, although many of their

menbers are Internet sellers. He recalled earlier testinony
that the DW would be responsible for assessing the applicable
local sale tax at the tine a notor vehicle is titled. He

referred catal og sales for nerchandi se other than notor vehicles
and when a custoner purchases a product, such as a new coat from
an on-line vendor, the vendor is not required to collect and
remt any sales tax. He acknow edged that the vendor would pay
a use tax, which is applicable in npbst states; however, the
busi ness woul d pay the use tax since individual consuners rarely
pay use taxes on nerchandi se. Some may claim this creates an
unfair advantage since it would be six percent less for a |oca

resident to buy a snow shovel from an on-line nmerchant than from
a local one; however, the downside to consuners is that they
must wait several days to receive the on-line item plus pay
shi pping charges, which is nore costly to Al askans than sales
t ax. Therefore, there is rarely a price difference significant
enough for sales tax to swap shipping costs on an item
Additionally, the Internet has also given brick and nortar
busi nesses in Al aska the neans to survive and conpete wth | arge
box chain stores by allowing themto sell specialty itens around
t he worl d. He reiterated that small Miin Street businesses al
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around the country have turned to the Internet and e-commerce to
reach custoners with sonmewhat unique products, which has becone
Main Street's way of conpeting with catal og and Internet stores.

1:54:56 PM

REPRESENTATI VE  GRUENBERG agreed that the Internet coul d
technically allow the local person to conpete, yet it would

still bring about conpetitive disadvantages to |ocal customners.
He pointed out transportation costs for a large truck would be
expensive, but would be mnimal for a dianond ring. He
concluded that high value small volune goods would have a

di sparate effect, depending on the industry.

MR. DELBIANCO agreed in sonme instances the sales tax for
consuners in Al aska would exceed the extra shipping cost they
pay. However, Virginians who purchased whale bone jewelry from
Al askan artists would not pay any sales tax. He concl uded t hat
the Internet ends up being the neans for availability of
specialty itens to people fromall over the country. An Al askan
mer chant al so would not have to figure out the sales tax regi nes
nati onw de.

1:57: 06 PM

CLYDE (ED) SNFFEN, JR, Senior Assistant Attorney General,
Commercial/Fair Business Section, Cvil D vision (Anchorage),
Departnent of Law (DOL), provided a brief history with his
i nvol venent with the devel opnent of HB 235. He said he worked

with dealers on npbst of the changes incorporated into HB 235.
He reported that this statute was first enacted in 1992, anmended
in 2004, and dealers and the departnent have now had significant
experience with this type of activity. The changes incorporated
in HB 235 help to <clarify the intent of the enabling

| egi sl ati on. This bill nakes it nuch easier for consuners and
auto dealers, in that it helps to streamine the process and
make transactions clear to the public. He described sone

substantive provisions in HB 235, including a provision which
allows notor vehicle dealers to nmake price conparison
advertisenments for wused vehicles, not currently allowable in
statute. He offered that by requiring price conparisons be made
only to a nationally recognized pricing source, such as the
Kell ey blue book, helps avoid consuner deception or harm by
giving consuners a standard on which to base their decisions

One provision allows notor vehicle dealers to advertise free
mer chandise with the sale of a notor vehicle. He pointed out
simlar advertising for goods such as furniture, spas, or
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produce that advertise free goods with sales. He concluded that
the statutory restrictions seened to single out auto dealers,
which is one reason to renove the restriction

2: 00: 30 PM

REPRESENTATI VE GRUENBERG referred to page 1, lines 9-10, of HB
235, which would delete "advertised" and add "nmanufacturer's

suggested retail price or list." He expressed concern that a
manuf acturer's suggested retail price (MSRP), as listed on the
Monroney sticker, identifies a specific price for the vehicle

yet the vehicle mght be advertised at a |ower price. He asked
whether a dealer is required to stick to the advertised price,
and if so, if that nmay mslead people who may think they are
getting a better deal on a vehicle than they actually will get.

MR. SNI FFEN answered that the specific changes on page 1, |ines
9-13, renoves the advertised price and inserts the MSRP, which
flows with the |anguage on page 1, lines 6-8, in subsection (b).
This subsection identifies when a dealer nmay use the MSRP term
He explained that Section 1 attenpts to describe what the MSRP
nmust i ncl ude. He understood the concern that by renoving the
word "advertised" a situation may occur where a dealer has a
Monroney sticker on car, but mght argue that the Monroney
sticker price is not the advertised price. He understood the
concern, but he was unsure any real consumer harm woul d occur,
except that the dealer mght be able to add a deal er preparation
fee to the price if the Mnroney sticker price is not the sane
as the advertised price.

REPRESENTATI VE GRUENBERG said he was now a little nore confused.
2: 03: 06 PM

REPRESENTATI VE PRUI TT offered to clarify. He expl ained that an
auto deal er who advertises on television or in a newspaper would
still need to hold the wvehicle stocking nunber for the
i ndi vi dual item adverti sed. He referred to page 3, 15-19 of HB
245 and read, "unless the vehicle identification nunber, vehicle

stocking number, or license nunber is disclosed in the
advertisement or nade available by the dealer on request of a
retail buyer." He enphasized that the dealer would have to

provi de docunmentation to identify the specific vehicle being
advertised, even if the advertised price is not on actual
Monr oney sti cker.

2:04: 17 PM
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The conmttee took a brief at-ease.

2: 04: 33 PM
REPRESENTATI VE GRUENBERG agr eed, conceptual ly, W th
Representative Pruitt's explanation; however, he expressed

concern that a dealer may disclose a truck's serial nunber in a
tel evision advertisenent; however, consuners may not be able to
clearly capture the detailed serial nunber as it is rattled off.
Since it's possible the consumer may not be able to identify the
specific vehicle, it would seem better to have the advertised
price listed on the vehicle itself. He reiterated that
ot herwi se consunmers may not know for certain which vehicle is
t he advertised vehicle.

2: 05: 56 PM

REPRESENTATI VE PRU TT related his understanding that a dealer
m ght show a specific 2012 Ford Explorer in a television ad, but
consuners nmay think all of the 2012 Ford Explorers in stock are
for sale at the specific price. He agreed the dealer would
still need to be able to identify the specific vehicle to
consuners advertised to prevent a "bait and switch" from
happeni ng.

REPRESENTATI VE CGRUENBERG and Representative Pruitt asked M.
Sniffen to respond.

2:07: 36 PM

MR. SNI FFEN agreed with Representative Pruitt's exanple. He did
not think the provision on page 1 wuld address the instance on
whet her a consumer could link and identify a specific vehicle to
an advertisement. He offered his belief that those issues are
covered in other parts of the bill. He agreed that the dealer
nmust be able to provide satisfactory documentation for consumers
for a specific vehicle advertised at a specific price. He
assured nenbers if it came to his attention that a dealer
consistently advertised vehicles at one price, but told
prospective buyers the sale vehicle had already been sold and
directed the prospective buyer to a nore expensive one - a "bait
and switch" tactic - that he would require the dealer to
docunent the advertised vehicle. Thus, a dealer would need to
provi de proof that he/she sold the specific vehicle, during the
advertisenment period, at the specified price. He offered that
he has not seen this type of issues arise during his 12 years
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working in consuner protection; however, he suggested that HB
235 woul d address this type of issue.

2:09:15 PM

GARY SLEEPER, Attorney, Jermain, Dunnagan, & Omaens, PC, related
he is speaking on behalf of the Autonobile Deal ers Association

He related he has also worked with M. Sniffen, DOL, on this
i ssue. In response to earlier question as to the reason to
del ete manufacturer's discounts, he explained the MSRP or the
Monroney sticker is prepared by the manufacturers and placed on
the vehicle at the time of nanufacture. He reported that sone
manuf acturers' discounts and savings, such as rebates or cash
backs, can be offered after the MSRP is produced. He referred
to earlier discussion, with respect to the deleted |anguage in
Section 1. He related his understanding that this [|anguage
change would nore correctly describe the NSRP. He recalled an
earlier discussion related to conparison advertising on used
cars. He pointed out that deal ers have sought for years to have
the ability to advertise discounts on used cars, which is not
al l oned under current |aw. He related a scenario in which a
deal er has a convertible advertised for $20,000, but the deal er
is prohibited by law to advertise the vehicle at $15,000 in the

event the car didn't sell during the summer. He related an
actual event in which a large franchised dealer had an inventory
of wused cars. The dealer wanted to liquidate his used car

inventory to obtain cash and al so advertise his price as exactly
the price he paid for the vehicles. Even though this would have
resulted in substantial savings for the buyer, after consulting
with the DOL, M. Sniffen could not find a way for the dealer to
advertise the discount under the existing statute. Wiile this
bill would not change that situation, the proposed change wl |
hel p consunmers. The dealer could indicate the asking price and
consuners can conpare the vehicle's price to the Blue Book price
for conparison. He concluded that this provision wll be
beneficial to deal ers and consuners.

2:12: 38 PM

MR. SLEEPER turned to the issue of advertising free nerchandi se.
He explained that current Jlaw prohibits the dealer from
adjusting a vehicle's price to cover the <cost of free
nmer chandi se. Thus, a dealer could not adjust a vehicle's price
to cover the cost of the trip offered, such as when a dealer
offers an airline ticket to Seattle with purchase of a vehicle.
He also explained the reason for the proposed deletion of
advertised price in Section 1, that the |anguage was changed in
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order to differentiate between the dealer's advertised price and
the MSRP. He offered his belief that change woul d make the rest
of the statutes consistent. He then summarized proposed Section
2, noting that a notor vehicle dealer's advertised price nust
include all fees including dock fees, which are not fees that
are included in the NSRP. He recapped that deleting the word
"advertised" has the effect of making the statute clearer and
helps to distinguish a dealer's price from the NSRP. He
characterized this as the only intent of that provision.

2:14: 04 PM

REPRESENTATI VE CGRUENBERG expressed concern that auto dealers
cannot adverti se di scounts on used cars, such as t he
af orenenti oned scenari o. He related in such an instance a

deal er wanted to offer discounts on a |large nunber of cars that
had not been sold during the sumrer nonths. The dealer sinply
wanted to let potential consumers know of that the cars were on
sale, but the law did not allow him to do so. He asked for
clarification as to the reason for the restriction in
advertising used vehicles and how the |aw should be changed to
allow this type of advertising. He said it appeared that
| etting consuners know a special sales price would be beneficia
to consuners.

MR. SLEEPER responded that the reason a used car deal er cannot
advertise a price reduction is because the statutes do not allow
conpari son advertising at all. He said, "It's absolutely
prohi bited." He provided an exanple, that under current law a
sticker that reads, $19,999, cannot be adjusted to show a
reduced price of $15,999. One solution would be to allow
conpari son adverti sing. He pointed out the concern that
consuners and M. Sniffen would have is the concern that dealers
may advertise fal se savings. He related a scenario in which in
which a dealer places a car on the lot and advertise it for at
$2,999, and three days later reduces it to $1,999, and announces
t he savings of $1,000 to consumers. He reiterated that the goa

is to prevent advertising fal se savings. He offered that this
type of conduct is already prohibited under the Al aska Unfair
Trade Practices statute. He stated that the current statute
addresses this by providing a blanket prohibition against any
type of conparison adverti sing. He said it's conceivable that
the legislature could change current law to allow dealers to
show conparison advertising and rely on consunmer protection
contained in the Unfair Trade Practices Act. He concl uded that
the approach this bill takes is to provide a conpromse by
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giving consuners a reference price to easily access to elimnate
the i ssue of fal se savings.

REPRESENTATI VE CGRUENBERG offered to wrk on this issue
separately to solve a problem yet not permt deceptive
practices. He inquired as to whether |anguage M. Sniffen
t hought | anguage coul d be devel oped to do so.

2:17: 59 PM

MR. SNI FFEN conment ed. He related that for the past ten years
he has worked to seek a renmedy in statute, but the matter is a
conplicated one. He acknow edged that fictitious pricing is
difficult to enforce. He described the situation he has
observed in furniture stores where furniture is continually on
sal e. He related that furniture sales' regulations require
furniture nust be listed at a certain price for at |east six
nont hs. He explained that furniture stores can reduce prices
after the store attenpts to sell the furniture in good faith for
at least a six nonth period. The store could then show the
price was originally $8,000, but the price has been reduced to
$6, 000. He described cases in which furniture dealers would
receive a |large shipnent of furniture, list it with high prices,
store it in a corner and six nonths later would nove the
furniture to the front of the store. The store would show the
original price, plus the reduced price, which is essentially the

price that the furniture should initially have been set. He
expl ained the problens associated wth used auto prices. The
department has considered requiring the dealer to advertise a
vehicle - clearly and conspicuously - for a certain period of
times, such as 60 days, after which time the dealer could reduce
the price. However, wth a snmall enforcenent staff, it is

difficult for the DOL to enforce whether the dealer followed the
tineline and if a car was |listed for 60 days or only for 5 days.
He characterized this as a tricky scenario. Thus, the
conpromise in the bill allows used car dealers to at |east
reference a nationally available pricing with sone |egitinacy.
He reiterated that consuners could conpare pricing on a new car

to the MSRP, which is consistent nationw de. The bill would
allow used auto dealers to use the Kelley Blue Book for
consuners to identify conparison prices. He expressed a

w |l lingness to consider another way for fair price conparison.

2:20: 52 PM
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REPRESENTATI VE FEICGE referred to page 1, line 11, of HB 235 to
the Monroney sticker. He asked what information is on the
sticker, and whether options, including accessories, are |isted.

MR. SLEEPER identified the Monroney sticker as a sticker
required by federal law, which is required to shows all
accessories and options added to the vehicle by the
manuf act ur er. It does not show anything added by the dealer.
He agreed that the Ilanguage [on page 1, lines 9-13], the
Monroney sticker, includes accessories and options; however the
said he did not think the | anguage needed further clarification.

2:22:50 PM

REPRESENTATI VE GRUENBERG referred to Section 3 of HB 235. He
asked why the bill would renpbve |anguage that requires dealers
to clearly disclose the MSRP and the |anguage in paragraph 5,
since these provisions include inportant protections to the
consunmer.

MR. SNI FFEN asked for clarification on the question.
REPRESENTATI VE GRUENBERG rest ated his question.
2:24: 17 PM

MR. SNIFFEN offered his belief that Section 3 is deleted since
it essentially prohibits the notor vehicle dealer from making
the price conparison. In doing so, this would allow price
conparisons for a new vehicle. He referred to page 2, to lines
22-25 of HB 235, which would not allow a price conparison for
vehicles unless that price is fully disclosed on the NSRP. He
admtted he did not recall whether Section 3 of the bill does
this, but he recalled one section of the bill deals with price
conparisons generally and prohibits any price conparison except
for new vehicl es.

2:25:14 PM
REPRESENTATI VE CGRUENBERG referred to page 2, line 14, of
proposed AS 45.25.450 (b) of Section 3. He related his

understanding that this subsection would only apply to price
conparisons for new notor vehicles and not to used notor
vehi cl es.

MR. SN FFEN agr eed. He explained the effect of renoving the
| anguage on page 2, lines 22-29 of the bill. He said that
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del eting paragraph 4, would nean that dealers would not need to
put a disclainmer in an advertisenent that essentially indicates
there may not have been other vehicles sold at the MSRP price.
He suggested that this |anguage was originally in the statutes
to avoid a situation in which consunmers thought nunerous Ford
Explorers were being sold at the MSRP, so when the dealer
di scounted the MSRP price, the consunmers were led to believe
they were saving a |lot of noney by not paying the NSRP. He
poi nted out consuners were typically savvy about what the MSRP
represents so it did not seem reasonable to require dealers to
pay for the extra space in advertisenent to state this
di scl ai ner. He concluded that the |anguage did not add any
significant consuner protection.

2:27:28 PM

MR. SLEEPER asked to further comrent. He explained that as M.
Sniffen pointed out, Section 3 of the bill would allow deal ers
to advertise that they are selling below the NSRP. Under

current law, if a dealer advertises a new vehicle for $3,000
bel ow MSRP, the dealer would be in violation of the |law since
deal ers cannot offer discounts. Dealers are also not allowed to
make any representation in their ads that suggest a consuner
woul d save noney by paying less than the price listed on the
VBRP. He highlighted that deal ers have been hanstrung and have
not been able to figure out how to let consuners know of rea
savings. He described an instance in which the MSRP is $21, 900,
but the dealer wants to reduce the price by $1,500. He said
sone dealers sinply advertise that the vehicle is "$1,500 off"
the MSRP. He said this situation just did not nmake sense and in
fact has inpaired dealers' ability to show the price cal culation
for the advertised price. He sunmarized that proposed Section 3
would elimnate the prohibition and allow dealers to advertise

with nore clarity. It would allow dealers to |let consuners know
when vehicles are on sale so they can take advantage of the
savi ngs. He characterized the changes as simlar to ones that

al | ow conpari son advertising on new cars.
2:30: 08 PM

MARTI N MARTENSEN, President, Al aska Auto Dealers Association;
Omner, Continental Auto Goup, stated that he often feels the
need for clarification from M. Sniffen prior to running an ad
to be sire the advertisenent is within the |aw He expressed
his gratitude for the good relationship with M. Sniffen and the
DCOL's consuner protection staff. He acknow edged that sonetines
M. Sniffen has deterred them from advertising in a certain way
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since the advertising would fall in a "gray" area of the |aw
He related that purpose of this bill is to renove the gray area
and allow dealers to operate within the law and also allow the
Department of Law to enforce the statute in a clear and
consi stent manner.

2:31:51 PM

REPRESENTATI VE PETERSEN asked for clarification between the term
di scount and rebat e.

MR. SLEEPER answered that the ternms are technical ones. He
related that the term rebate is a term used to describe cash
gi ven back, which is only offered by manufactures and is defined
in statute. He explained that a discount would be savings
offered by the local dealer and represents a reduction fromthe
MSRP and is not offered by the manufacturer.

2:33: 05 PM

CHAIR P. WLSON, after first determning no one else wi shed to
testify, closed public testinony on HB 235.

2:33: 33 PM

REPRESENTATI VE GRUENBERG expressed concern about another phrase.
He asked if he could have copies of a proposed anendnent
distributed, although he was wuncertain he would offer any
amendment .

[ The amendnent was not offered.]

2:34: 41 PM

The commttee took an at-ease from2:34 p.m to 2:36 p. m

REPRESENTATI VE THOWPSON urged nenbers to pass HB 235. He
explained that this bill would assist help protect consuners and
woul d al so help dealers adhere to state |aw He urged nenbers
to support the bill and advance it its next commttee of
referral

2:36: 48 PM

REPRESENTATI VE GRUENBERG t hanked the parties that worked on this
bill. He thanked people who testified and helped clarify the
I Ssues.
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2:37:33 PM

REPRESENTATI VE PRU TT noved to report HB 235 out of comittee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 235 was reported from the
House Transportation Standing Comm ttee.

2:38:13 PM

ADJ QURNVENT

There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 2:38
p. m
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