
ALASKA LEGISLATURE
HOUSE and SENATE FINANCE COMMITTEE

2 5 3 9

FILES, 2 0 0 3 - 2 0 0 4
■ h - - a  i -  at- H | mmato > wmmmm■ — MMgji ~ : ™ ^ f-r- >wr r g^.v^ -̂^aâ - -
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H B  2 2 4  

H o u s e  F in a n c e  C o m m it te e  

A p r il 16 , 2 0 0 3  

1:3 0 p m

T e s t im o n y  o f  M ic h a e l  A . B a r n h ill ,  A s s t . A t to r n e y  G e n e r a l

T h a n k  y o u  M r. C h a ir . M y  n a m e  is  M ik e  B a r n h ill . I a m  e m p lo y e d  b y  th e  A la s k a  D e p ’t o f  

L a w  a s  an  A s s i s t .  A t to r n e y  G e n e r a l in  th e  C o m m e r c ia l  S e c t io n .  I a m  p le a s e d  to  t e s t i f y  o n  

b e h a l f  o f  th e  a d m in is tr a t io n  in  su p p o r t  o f  H B  2 2 4 ,  th e  b i l l  b e fo r e  y o u .

In y o u r  b il l  p a c k e ts  y o u  s h o u ld  h a v e  a c o p y  o f  th e  b a c k g r o u n d  a n d  s e c t io n a l  a n a ly s is  I 

p r e p a r e d . I d o n ’t in te n d  to  r e a d  th e  e n t ir e  d o c u m e n t  fo r  y o u ,  b u t I w i l l  to u c h  th e  s a l ie n t  

p o in t s  fo r  y o u r  c o n s id e r a t io n .

B y  w a y  o f  b a c k g r o u n d , a s  y o u  a ll k n o w , th e  S ta te  o f  A la s k a ,  a lo n g  w ith  4 5  o th e r  s ta te s  

s e t t le d  its  t o b a c c o  l i t ig a t io n  w ith  th e  m a jo r  to b a c c o  m a n u fa c tu r e r s  in 1 9 9 8 , in  e x c h a n g e  

fo r  a  s tr e a m  o f  p a y m e n ts  th a t  w o u ld  la s t  in d e f in it e ly .  O n e  o f  th e  te r m s  o f  th is  “ M a ste r  

S e t t le m e n t  A g r e e m e n t ” is  th a t th e  p a y m e n ts  c a n  b e  r e d u c e d  b y  w h a t ’s c a l le d  a “ n o n -  

p a r t ic ip a t in g  m a n u fa c tu r e r  a d ju s tm e n t”  o r  “N P M  a d ju s tm e n t .” T h e  M S A  p r o v id e s ,  

h o w e v e r ,  th a t s ta te s  c a n  a v o id  an  N P M  a d ju s tm e n t  b y  d o in g  t w o  th in g s :  ( 1 )  e n a c t  th e  

m o d e l  N P M  s ta tu te  a n d  ( 2 )  d i l ig e n t ly  e n fo r c e  th at s ta tu te .

T h e  m o d e l  N P M  s ta tu te  is b a s ic a l ly  a s ta tu te  th a t l e v e l s  th e  p la y in g  f ie ld  b e tw e e n  to b a c c o  

m a n u fa c tu r e r s  th a t p a r t ic ip a te d  in  th e  s e t t le m e n t  a g r e e m e n t  a n d  th o s e  th at d id  n o t— it 

r e q u ir e s  th e  n o n -p a r t ic ip a t in g  m a n u fa c tu r e r s  to  d e p o s it  c e r ta in  a m o u n ts  o f  m o n e y  in to  an  

e s c r o w  a c c o u n t  fo r  e v e r y  c ig a r e t te  s o ld  in  th e  s ta te . In 2 0 0 1 ,  fo r  in s ta n c e , an  N P M  w a s  

r e q u ir e d  to  d e p o s i t  a p p r o x im a te ly  1 .5  c e n ts  in to  e s c r o w  fo r  e v e r y  c ig a r e t te  s o ld .

A la s k a  e n a c te d  th e  m o d e l  N P M  s ta tu te  in  1 9 9 9  ( A S  4 5 .5 3 )  a n d  h a s  b e e n  d i l ig e n t ly  

e n f o r c in g  it s in c e  its  e n a c tm e n t .

S in c e  th e  e n a c tm e n t  o f  th e  N P M  s ta tu te , h o w e v e r ,  A la s k a  a n d  m a n y  o th e r  s ta te s  h a v e  

fo u n d  th at e n f o r c in g  th e  N P M  s ta tu te  is  u n n e c e s s a r i ly  d i f f ic u l t  in s o m e  s itu a t io n s .

U s u a l ly  th e s e  s i tu a t io n s  in v o lv e  c a s e s  w h e r e  th e  to b a c c o  m a n u fa c tu r e r  is  lo c a te d  in  a far- 

f lu n g  j u r is d ic t io n  l ik e  In d ia  o r  th e  P h i l l ip in e s .  W h ile  it is  p o s s ib le  to  s e e k  e n fo r c e m e n t  o f  

A la s k a  la w s  o n  c o m p a n ie s  in fo r e ig n  c o u n tr ie s  it is  n o t n e c e s s a r i ly  e a s y .
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A s  a s o lu t io n ,  s ta te s  b e g a n  lo o k in g  fo r  w a y s  to  e n h a n c e  th e ir  a b i l i t y  to  e n fo r c e  th e  N P M  

s ta tu te s . In  2 0 0 1 ,  A la s k a  a n d  M a in e  b e c a m e  th e  f ir s t  s ta te s  to  e n a c t  “ c o m p lim e n ta r y  

l e g is la t io n ” . A la s k a ’s  c o m p lim e n ta r y  le g is la t io n  is  fo u n d  a t A S  4 3 .5 0 .1 4 5  a n d  b a s ic a l ly  

c r e a te s  a l i s t  o f  c o m p a n ie s  th a t h a v e  fa i le d  to  c o m p ly  w ith  o u r  N P M  la w s  a n d  d e c la r e s  

th e ir  c ig a r e t te s  to  b e  c o n tr a b a n d  a n d  s u b je c t  to  s e iz u r e .

O th e r  s ta te s  f o l l o w e d  s u it  a n d  e n a c te d  th e ir  o w n  v e r s io n s  o f  c o m p lim e n ta r y  le g is la t io n .  

B y  2 0 0 2 ,  th e r e  w e r e  v a r io u s  v e r s io n s  o f  c o m p lim e n ta r y  l e g is la t io n  a ro u n d  th e  c o u n tr y  

a n d  it b e c a m e  c le a r  th a t th e r e  w a s  a  n e e d  fo r  u n ifo r m ity .

T h e  N a t io n a l  A s s o c ia t io n  o f  A t to r n e y s  G e n e r a l fo r m e d  a w o r k in g  g r o u p  in  2 0 0 2  w ith  th e  

g o a l o f  d r a f t in g  a m o d e l  c o m p lim e n ta r y  le g is la t io n  s ta tu te . H B  2 2 4  is  th e  p r o d u c t  o f  th a t  

w o r k in g  g r o u p  a n d  N A A G  h a s  u r g e d  a ll s ta te s  to  e n a c t  th is  l e g is la t io n  a s  a h ig h  p r io r ity .

S im p ly  p u t, H B  2 2 4  e n h a n c e s  o u r  a b i l i t y  to  e n f o r c e  A la s k a ’s N P M  s ta tu te  b y  c r e a t in g  a 

“ d ir e c to r y ” o f  c ig a r e t te s  th a t a r e  p e r m it te d  to  b e  s o ld  in  A la s k a .  A  c o m p a n y  c a n  b e  

a d d e d  to  th e  d ir e c to r y  s im p ly  b y  a n n u a lly  c e r t i f y in g  to  th e  D e p ’t o f  R e v e n u e  th at th e y  are  

e ith e r  (a )  a  p a r t ic ip a t in g  m a n u fa c tu r e r  u n d e r  th e  M S A  o r  (b )  a n o n -p a r t ic ip a t in g  

m a n u fa c tu r e r  th a t h a s  c o m p lie d  w ith  A S  4 5 .5 3  b y  d e p o s i t in g  a ll r e q u ir e d  a m o u n ts  in to  

e s c r o w .

H B  2 2 4  r e q u ir e s  to b a c c o  m a n u fa c tu r e r s  to  p r o v id e  in fo r m a t io n  a b o u t  th e ir  p r o d u c ts  to  th e  

D e p ’t o f  R e v e n u e  to  a id  in  e n f o r c e m e n t  e f fo r t s .  It p r o v id e s  p e n a lt ie s  fo r  fa ilu r e  to  

c o m p ly .  It p r o v id e s  fo r  s e r v ic e  o f  p r o c e s s  u p o n  th e  D e p ’t o f  C o m m u n ity  a n d  E c o n .  

D e v e lo p m e n t  fo r  c o m p a n ie s  th a t r e fu s e  to  c o m p ly  w ith  o u r  la w  a n d  fa il to  a p p o in t  an  

in s ta te  a g e n t  fo r  s e r v ic e  o f  p r o c e s s .  L a s t ly ,  it p r o v id e s  a ta x  c r e d it  fo r  c ig a r e t te  

d is tr ib u to r s  th a t im p o r t  c ig a r e t te s  th a t are  l is te d  o n  th e  d ir e c to r y  a n d  th a t are  s u b s e q u e n t ly  

d e - l i s t e d — th is  e n s u r e s  th a t d is tr ib u to r s  w i l l  n o t  b e  le f t  “ h o ld in g  th e  b a g ” o n  c ig a r e tte  

ta x e s  fo r  a to b a c c o  m a n u fa c tu r e r  th a t fa i ls  to  c o m p ly  w ith  A la s k a  la w .

I ’m  d e l ig h te d  th at th e  a d m in is tr a t io n  su p p o r ts  th is  b ill  a n d  I u r g e  y o u r  su p p o r t  o f  it. I ’d  

b e  h a p p y  to  a n s w e r  a n y  q u e s t io n s  th e  c o m m it t e e  m ig h t  h a v e .
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March 27, 2003

The Honorable Pete Kott 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau , AK 99801-1182

Dear Speaker Kott:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill relating to a tobacco product m anufacturer's compliance 
with certain statutory requirements regarding cigarette sales.

The model for the bill was drafted by the National Association of 
Attorneys General in cooperation wit! a working group of participating states 
and is designed to aid state enforcement of the tobacco product Master 
Settlement Agreement and AS 45.53, and thus preserve, to the fullest extent 
possible, the revenue stream under the Master Settlement Agreement. We 
understand tha t most of the 46 participating states will seek to pass this 
legislation in their respective upcoming legislative sessions. We also 
understand that the bill has been reviewed and approved by two of the 
principal tobacco parties to the Master Settlement Agreement, Phillip Morris 
and RJ Reynolds.

In 1999, 46 states, including Alaska, collectively settled their claims 
against certain tobacco m anufacturers and entered into the "Master Settlement 
Agreement" (MSA). Under the MSA, the participating tobacco product 
m anufacturers agreed to pay certain am ounts to the settling states in 
perpetuity in exchange for dismissal of the states' lawsuits. One of the 
provisions of the MSA, however, required that the states enact legislation tha t 
would "level the playing field" for non-participating tobacco m anufacturers.
This leveling legislation required such non-participating tobacco m anufacturers 
to deposit money into escrow for every cigarette they sold in the state. The 
intent of this escrow requirement was to prevent the non-participants from 
underm ining the overall goals of MSA by guaranteeing "a source of 
compensation and to prevent such m anufacturers from deriving large, short­
term profits and then becoming judgment-proof before liability may arise." See 
sec. 1, ch. 4 LA 1999.

http://WWW.GOV.STATE.AK.US
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Since 1999, the participating states have detected concerted efforts by 
non-participating tobacco m anufacturers to evade the legislated escrow 
requirem ents. Various schemes have been employed, often through use of 
elusive foreign tobacco m anufacturers, to attem pt to circumvent the 
requirem ent of escrow deposits.

This bill seeks to bring an end to these schemes. In order to sell 
cigarettes in this state, a tobacco product m anufacturer will have to annually 
certify tha t it is in compliance with AS 45.53. Additional^, tobacco product 
m anufacturers m ust include certain information tha t will assist the 
Departm ent of Revenue in its enforcement efforts in this regard.

The Department of Revenue will publish and update a directory of 
cigarettes tha t are approved for sale in this state. Cigarettes tha t are not listed 
in this directory are contraband and may not be sold in the state. The bill 
provides for civil penalties for selling or possessing contraband cigarettes.

The enactm ent of this bill will bring an end to efforts b}f non-participating 
m anufacturers to evade their obligations to deposit escrow for their in-state 
cigarette sales.

I urge your prompt and favorable action on this measure.
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H B  224
B a c k g r o u n d  a n d  S e c t io n a l  A n a ly s i s

I .  B A C K G R O U N D

O n  N o v e m b e r  2 3 ,  1 9 9 8 , A la s k a  an d  4 5  o th e r  s ta te s  (p lu s  th e  D is t r ic t  o f  C o lu m b ia  a n d  5 

te r r ito r ie s )  e n te r e d  in to  th e  T o b a c c o  M a s te r  S e t t le m e n t  A g r e e m e n t  ( “ M S A ” ) w it h  c e r ta in  

T o b a c c o  P r o d u c t  M a n u fa c tu r e r s  (k n o w n  a s “ P a r t ic ip a t in g  M a n u fa c tu r e r s ” o r  “ P M s ” ). 

T h e  M S A  p r o v id e s  th a t in e x c h a n g e  fo r  th e  P M s ’ a g r e e m e n t  to  m a k e  s p e c i f i e d  p a y m e n ts  

to  th e  S e t t l in g  S ta te s  — e s t im a te d  to  e x c e e d  $ 2 0 0  b i l l io n  th r o u g h  2 0 2 5  -  a n d  th e ir  

a g r e e m e n t  to  a b id e  b y  e x t e n s iv e  p u b lic  h e a lth  r e s tr ic t io n s  o n  th e  a d v e r t is in g , p r o m o t io n  

a n d  m a r k e t in g  o f  c ig a r e t te s ,  th e  S e t t l in g  S ta te s  a g r e e d  r e le a s e  th e  P M s  fr o m  c la im s  b y  

th e  S t a t e s .1

T h o s e  n o n -p a r t ic ip a t in g  T o b a c c o  P r o d u c t  M a n u fa c tu r e r s  th a t d id  n o t  s ig n  th e  M S A  

( “ N o n -P a r t ic ip a t in g  M a n u fa c tu r e r s” o r  “N P M s ” ) w e r e  n o t  r e le a s e d  fr o m  p o te n t ia l S ta te  

c la im s  an d  d id  n o t  u n d e r ta k e  a n y  o f  th e  p a y m e n t  o b l ig a t io n s  o r  a g r e e  to  a b id e  b y  th e  

p u b lic  h e a lth  r e s tr ic t io n s . In  o rd er  to  e n su r e  th at S e t t l in g  S ta te s  th a t s u c c e s s f u l ly  s u e  

N P M s  in  th e  fu tu r e  w i l l  h a v e  a fu n d  a g a in s t  w h ic h  th e y  c a n  r e c o v e r  a n y  j u d g m e n t  o r  

s e t t le m e n t  m o n e y s ,  th e  M S A  in c lu d e s  a p r o p o s e d  “ M o d e l S ta tu te ”  th a t, i f  e n a c te d  b y  a  

S e t t l in g  S ta te , r e q u ir e s  N P M s  to  m a k e  a n n u a l p a y m e n ts  in to  a q u a l i f ie d  e s c r o w  fu n d  

b a s e d  o n  th e  n u m b e r  o f  th a t N P M ’s c ig a r e t te s  s o ld  in  th e  S ta te .2 T h e  M o d e l  S ta tu te  is  

a ls o  in te n d e d  to  p r e v e n t  N P M s  fr o m  r e a p in g  a w in d fa ll  b e n e f i t  b y  s e l l in g  c ig a r e t te s  in  a 

S e t t l in g  S ta te  w ith o u t  b e a r in g  th e  c o s t s  th a t c ig a r e t te  s m o k in g  im p o s e s  o n  th e  S ta te .

T h e  M o d e l S ta tu te  d e c la r e s :

It w o u ld  b e  c o n tr a r y  to  th e  p o l ic y  o f  th e  s ta te  i f  t o b a c c o  p r o d u c t  m a n u fa c tu r e r s  

w h o  d e te r m in e  n o t  to  e n te r  in to  s u c h  a s e t t le m e n t  c o u ld  u s e  a  r e s u lt in g  c o s t

T h e re leased  c la im s g en era lly  in c lu d e  c la im s arisin g  ou t o f  or in a n y  w a y  related  to (a) 
the u se , sa le , d istrib u tion , m anufacture, d ev e lo p m en t, ad vertisin g , m ark etin g  or health  e f fe c ts  o f,
(b ) the ex p o su re  to, or (c )  research, sta tem en ts, or  w arn in g s regard ing , to b a cco  p roducts. M S A  
§II(nn).

2 A la sk a ’s “ m o d e l statu te” w a s en acted  in 1999  (ch . 4 6 , S L A  1999) and is found  at 
A S  4 5 .5 3 .



a d v a n ta g e  to  d e r iv e  la r g e , sh o r t-te r m  p r o f it s  in  th e  y e a r s  b e fo r e  l ia b i l i ty  m a y  a r is e  

w ith o u t  e n s u r in g  th a t th e  s ta te  w i l l  h a v e  an  e v e n tu a l s o u r c e  o f  r e c o v e r y  fr o m  th e m  

i f  th e y  are p r o v e n  to  h a v e  a c te d  c u lp a b ly ;  it  is  th u s  in  th e  in te r e s ts  o f  th e  s ta te  to  

r e q u ir e  th a t s u c h  m a n u fa c tu r e r s  e s ta b lis h  an  e s c r o w  fu n d  to  g u a r a n te e  a  s o u r c e  o f  

c o m p e n s a t io n  a n d  to  p r e v e n t  s u c h  m a n u fa c tu r e r s  fr o m  d e r iv in g  la r g e , sh o r t-te r m  

p r o f it s  an d  th e n  b e c o m in g  j u d g m e n t - p r o o f  b e fo r e  l ia b i l i t y  m a y  a r ise .

§ 1, ch . 4 6 ,  S L A  1 9 9 9 .

T h e  M S A  e n c o u r a g e d  S ta te s  to  e n a c t  th e  M o d e l  S ta tu te  b y  c r e a t in g  a  s ig n if ic a n t  f in a n c ia l  

in c e n t iv e :  S e t t l in g  S ta te s  th a t e n a c t  a n d  ‘d i l ig e n t ly  e n f o r c e ’ a M o d e l  S ta tu te  are n o t  

s u b je c t  to  c e r ta in  p o te n t ia l d o w n w a r d  a d ju s tm e n ts  in  r e c e iv in g  th e ir  a n n u a l M S A  

p a y m e n ts . A ll  S e t t l in g  S ta te s  h a v e  e n a c te d  M o d e l  S ta tu te s .

A  S e t t l in g  S ta te  th r o u g h  its  a t to r n e y  g e n e r a l o r  o th e r  o f f ic ia l  m a y  b r in g  a c iv i l  a c t io n  o n  

b e h a l f  o f  th e  S ta te  a g a in s t  a n y  T o b a c c o  P r o d u c t  M a n u fa c tu r e r  th a t fa i ls  to  p la c e  in to  

e s c r o w  th e  fu n d s  r e q u ir e d  b y  th e  M o d e l  S ta tu te . W h ile  th e  S e t t l in g  S ta te s  h a v e  b e e n  

a g g r e s s iv e ly  e n f o r c in g  th e  p r o v is io n s  o f  th e  M o d e l S ta tu te s , e n fo r c e m e n t  h a s  p r o v e d  

c o s t ly  an d  c u m b e r s o m e . A m o n g  o th e r  th in g s , th e  M o d e l S ta tu te  e n a b le s  N P M s  to  s e l l  

c ig a r e t te s  fo r  u p  to  16 m o n th s  in  a S ta te  b e fo r e  th e  S ta te  c a n  b r in g  a n  a c t io n  to  e n fo r c e  

th e  M o d e l S ta tu te . In  a d d it io n , m a n y  N P M s  are lo c a te d  in  fo r e ig n  c o u n tr ie s  a n d  it  h a s  

p r o v e d  d if f ic u lt  a n d  e x p e n s iv e  to  o b ta in  s e r v ic e  o f  p r o c e s s  or  to  e f f e c t  ju d g m e n ts .  A n d ,  

a s th e  S e t t l in g  S ta te s  h a v e  m o v e d  fo rw a rd  w ith  n u m e r o u s  a c t io n s  a g a in s t  n o n -c o m p lia n t  

N P M s , m a n y  N P M s  h a v e  d e v is e d  in g e n io u s  s c h e m e s  to  e v a d e  c o m p l ia n c e .  T h e  p u r p o s e  

o f  th is  “ c o m p le m e n ta r y  le g is la t io n ” is  to  m a k e  S ta te  e n fo r c e m e n t  o f  M o d e l  S ta tu te s  m o r e  

e f f e c t iv e  a n d  th e r e b y  p r o m o te  th e  p u r p o s e s  fo r  w h ic h  th e  M o d e l  S ta tu te s  w e r e  e n a c te d .

A p p r o x im a te ly  f i f t e e n  s ta te s ,  in c lu d in g  A la s k a , h a v e  e n a c te d  c o m p le m e n ta r y  le g is la t io n .  

A la s k a ’s  e x is t in g  c o m p lim e n ta r y  le g is la t io n  is  A S  4 3 .5 0 .1 4 5 ,  w h ic h  s im p ly  p r o v id e s  th at 

N P M  c ig a r e t te s  fo r  w h ic h  e s c r o w  p a y m e n ts  h a v e  n o t  b e e n  m a d e  are c o n tr a b a n d  a n d  

su b je c t  to  c o n f is c a t io n .  O th e r  s t a t e s ’ c o m p lim e n ta r y  le g is la t io n  h a v e  ta k e n  d if fe r e n t  

fo r m s b u t is  la r g e ly  s im ila r  fro m  s ta te  to  s ta te . G e n e r a lly , th e s e  s ta tu te s :  p r o h ib it  ta x -  

s ta m p in g  o f  to b a c c o  p r o d u c ts  th at a re  n o t  in  c o m p lia n c e  w ith  a S e t t l in g  S t a t e ’s  M o d e l  

S ta tu te ; r e q u ir e  c e r t i f ic a t io n  th a t a T o b a c c o  P r o d u c t  M a n u fa c tu r e r  is  e ith e r  a P a r t ic ip a t in g  

M a n u fa c tu r e r  u n d e r  th e  M S A  o r , i f  an  N P M , is  in  fu ll c o m p lia n c e  w ith  a S ta te ’s  M o d e l  

S ta tu te ; r e q u ir e  an  a t to r n e y  g e n e r a l o r  r e v e n u e  d e p a r tm e n t to  m a in ta in  a  l i s t  o f  T o b a c c o  

P r o d u c t  M a n u fa c tu r e r s  th at are  in c o m p lia n c e  w ith  a S e t t l in g  S t a t e ’s  la w s ;  a n d  s u b je c t  

v io la to r s  to  c iv i l  a n d  c r im in a l p e n a lt ie s  a n d  l ic e n s e  r e v o c a t io n /s u s p e n s io n .

C o m p le m e n ta r y  le g is la t io n  h a s  b e e n  e f f e c t iv e  in  p r o m o t in g  c o m p lia n c e  w ith  th e  M o d e l  

S ta tu te s . T h is  p o s i t iv e  e x p e r ie n c e  le d  th e  T o b a c c o  C o m m it te e  to  c r e a te  a 

C o m p le m e n ta r y  L e g is la t io n  W o r k in g  G r o u p , a m u lt i-S ta te  s t a f f - le v e l  g r o u p  c o o r d in a te d  

b y  th e  N A A G  T o b a c c o  P r o je c t . T h e  W o r k in g  G r o u p  w a s  c h a r g e d  w ith  d e v e lo p in g  d raft
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c o m p le m e n ta r y  le g is la t io n  th at c o u ld  b e  r e c o m m e n d e d  a s  a m o d e l  to  a l l  o f  th e  S e t t l in g  

S ta te s . A f te r  e x t e n s iv e  d e lib e r a t io n s , th e  W o r k in g  G ro u p  h a s  n o w  r e c o m m e n d e d  m o d e l  

le g is la t io n  to  th e  T o b a c c o  C o m m it te e ,  a n d  th e  C o m m it te e  h a s  r e c o m m e n d e d  th a t th e  

A tto r n e y s  G e n e r a l o f  th e  S e t t l in g  S ta te s  g i v e  s e r io u s  c o n s id e r a t io n  to  th e  le g is la t io n  a n d  

d e s ig n a te  its  e n a c tm e n t  a p r io r ity . T h e  C o m m it te e  b e l i e v e s  th a t e n a c t m e n t  o f  s u c h  

l e g is la t io n  b y  a ll S e t t l in g  S ta te s  w i l l  p r o m o te  th e  p u r p o s e s  th e  M o d e l  S ta tu te s  w e r e  

d e s ig n e d  to  s e r v e  a n d  s a fe g u a r d  p a y m e n ts  to  th e  S e t t l in g  S ta te s  that m ig h t  o t h e r w is e  b e  

im p e r ile d .

I I .  C O M P L E M E N T A R Y  L E G I S L A T I O N  S U M M A R Y

T h e  p r o p o s e d  m o d e l  c o m p le m e n ta r y  le g is la t io n  w o u ld  r e q u ir e  a  s ta te  to  m a in ta in  a 

d ir e c to r y  o f  c ig a r e t te  p r o d u c ts  th a t are p e r m it te d  to  b e  s o ld  in s ta te . T h e  p r o p o s e d  

le g is la t io n  w o u ld  p r o h ib it  th e  s a le  o f  p r o d u c ts  th a t are  n o t l is te d  in  th e  d ir e c to r y . W h ile  

a ll T o b a c c o  P r o d u c t  M a n u fa c tu r e r s  w o u ld  b e  r e q u ir e d  to  m a k e  s p e c i f i c  c e r t i f ic a t io n s  

b e fo re  a b ra n d  c o u ld  b e  l is t e d  in  th e  d ir e c to r y , a N o n -P a r t ic ip a t in g  M a n u fa c tu r e r  w o u ld  

b e  fu r th er  r e q u ir e d  to  c e r t i fy  that: a ) it is  r e g is te r e d  to  d o  b u s in e s s  in  th e  s ta te  o r  h a s  

a p p o in te d  an  a g e n t  fo r  s e r v ic e  o f  p r o c e s s ;  b )  it  m a in ta in s  a  Q u a l i f ie d  E s c r o w  F u n d  w ith  

an  e x e c u te d  q u a l i f ie d  e s c r o w  a g r e e m e n t  th a t h a s  b e e n  r e v ie w e d  a n d  a p p r o v e d  b y  th e  

S ta te ; c )  it  is  in  fu ll  c o m p lia n c e  w ith  th e  e s c r o w  s ta tu te ;  a n d  d ) it  id e n t i f i e s  th e  f in a n c ia l  

in s t itu t io n  w h e r e  it  h a s  e s ta b l is h e d  s u c h  Q u a l i f ie d  E s c r o w  F u n d  a n d  id e n t i f i e s  a ll d e p o s it s  

a n d  w ith d r a w a ls  to /fr o m  s a id  fu n d . In a d d it io n , n e ith e r  an  N P M  n o r  it s  b r a n d s  w i l l  b e  

l is te d  in  th e  d ir e c to r y  u n le s s  a ll e s c r o w  p a y m e n ts  fo r  a n y  p e r io d  h a v e  b e e n  f t i l ly  p a id  an d  

a ll o u ts ta n d in g  f in a l ju d g m e n ts  fo r  v io la t io n s  o f  th e  M o d e l  S ta tu te s  f u l ly  s a t is f ie d .

T h e  p r o p o s e d  m o d e l  c o m p le m e n ta r y  le g is la t io n  w i l l  a ls o  a l lo w  th e  S e t t l in g  S ta te  th r o u g h  

its a tto r n e y  g e n e r a l o r  o th e r  o f f ic ia l  to  r e q u e s t  in fo r m a tio n  to  v e r i f y  t h e  a c c u r a c y  o f  

r e p o r te d  in fo r m a t io n  a n d  w i l l  fu r th er  p e r m it  d is c lo s u r e  o f  in fo r m a t io n  to  o th e r  s ta te  

a g e n c ie s  to  fa c i l i t a t e  in v e s t ig a t io n .  C iv i l  p e n a lt ie s ,  in c lu d in g  in j u n c t iv e  r e l i e f  an d  

d e s ig n a t io n  o f  p r o d u c t  a s  c o n tr a b a n d  s u b je c t  to  s e iz u r e ,  fo r fe itu r e  a n d  d e s tr u c t io n  are  

a m o n g  th e  p e n a lt ie s  im p o s e d .

T h e  p r o p o s e d  r e q u ir e m e n ts  w i l l  e n s u r e  th a t a  T o b a c c o  P r o d u c t  M a n u fa c tu r e r  h a s  m e t  

c e r ta in  o b l ig a t io n s  b e fo r e  b e in g  p e r m itte d  to  s e l l  its  p r o d u c ts  in s ta te . T h is  w i l l  h e lp  

p r e v e n t  s ig n if ic a n t  p e r io d s  o f  n o n - c o m p lia n c e  a n d  w i l l  r e d u c e  th e  e x p e n s e  a n d  d i f f ic u l t y  

o f  e n fo r c e m e n t  a c t io n s  a g a in s t  N P M s .

T h e  p r o p o s e d  m o d e l  c o m p le m e n ta r y  le g is la t io n  is  in te n d e d  to  c o m p le m e n t  A la s k a ’s 

M o d e l  S ta tu te  ( A S  4 5 .5 3 ) ,  b u t it  d o e s  n o t  r e p la c e  o r  a m e n d  A la s k a ’s  M o d e l  S ta tu te .

HB 224 Page 3
Background and Sectional Analysis



III. SECTION REVIEW

S e c tio n  1. F in d in g s  a n d  P u r p o s e

S e v e r a l S e t t l in g  S ta te s  e m p h a s iz e d  th a t in  o r d e r  to  a s s is t  w ith  p a s s a g e  o f  a p r o p o s e d  

m o d e l b i l l ,  it  w o u ld  b e  h e lp fu l ,  an d  in  s o m e  c a s e s ,  n e c e s s a r y  to  h a v e  a le g is la t iv e  

d e c la r a t io n  r e g a r d in g  th e  r e la t io n s h ip  b e t w e e n  c o m p le m e n ta r y  l e g is la t io n ,  f is c a l  

s o u n d n e s s  o f  th e  S ta te  a n d  a d v a n c e m e n t  o f  p u b l ic  h e a lth  i s s u e s .

S e c tio n  2.

A S  4 3 .5 0 .5 0 0

(a )  R e q u ir e s  P M s  to  a n n u a lly  c e r t i fy  th a t t h e y  are  a p a r t ic ip a t in g  m a n u fa c tu r e r . 

R e q u ir e s  N P M s  to  a n n u a lly  c e r t i fy  that th e y  are  in  c o m p l ia n c e  w ith  th e  m o d e l  

s ta tu te , A S  4 5 .4 3 .

(b )  R e q u ir e s  P M s  to  a tta ch  a l is t  o f  its  b r a n d s  to  its  c e r t i f ic a t io n .

(c )  R e q u ir e s  N P M s  to  a tta c h  a l is t  o f  its  b ra n d s  to  its  c e r t i f ic a t io n  a n d  p r o v id e  

in fo r m a tio n  a b o u t  its  in s ta te  s a le s .

(d )  R e q u ir e s  N P M s  to  r e g is te r  to  d o  b u s in e s s  in s ta te  o r  a p p o in t  an  in s ta te  a g e n t  fo r  

s e r v ic e  o f  p r o c e s s .  R e q u ir e s  N P M s  to  s e t  u p  a  “ q u a lif ie d  e s c r o w  fu n d .”

(e )  R e q u ir e s  N P M s  to  p r o v id e  in fo r m a t io n  a b o u t  its  q u a l if ie d  e s c r o w  fu n d .

( f )  R e q u ir e s  t o b a c c o  p r o d u c t  m a n u fa c tu r e r s  to  a ff ir m  th e  id e n t ity  o f  th e  b r a n d s  it 

m a n u fa c tu r e s . T h is  p r o v is io n  is  in te n d e d  to  p r e v e n t  a m a n u fa c tu r e r  fr o m  id e n t i f y in g  a  

p a rticu la r  b ra n d  a n d  th e n  a tte m p tin g  to  a s s e r t  th a t a n o th e r  p a r ty , s u c h  a s  a n  im p o r te r  o r  

d is tr ib u to r , is  r e s p o n s ib le  fo r  e s c r o w , o th e r  p a y m e n t  o r  c e r t i f ic a t io n  o b l ig a t io n s .

( g )  R e q u ir e s  to b a c c o  p r o d u c t  m a n u fa c tu r e r s  to  m a in ta in  s a le s  r e c o r d s  fo r  f iv e  

y e a r s .

A S  4 3 .5 0 .5 1 0

T h is  s e c t io n  e s ta b l is h e s  th e  r e q u ir e m e n ts  f c r  th e  d ir e c to r y  to  b e  m a in ta in e d  b y  th e  

D e p a r tm e n t  o f  R e v e n u e  fo r  b ra n d s o f  t o b a c c o  p r o d u c ts  th a t m a y  b e  s o ld  in  th e  s ta te . T h e  

p r o v is io n s  o f  th is  s e c t io n  p r o v id e  a  m e a n s  b y  w h ic h  a c ig a r e t te  s e l le r  w i l l  b e  a b le  to  as  

c e r ta in  i f  a  p a r t ic u la r  b ra n d  o f  to b a c c o  p r o d u c t  m a y  b e  p e r m is s ib ly  s o ld  in  th e  S ta te . In 

a d d it io n , th is  s e c t io n  r e q u ir e s  th at th e  D e p a r tm e n t  o f  R e v e n u e  s h a ll  u p d a te  th e  d ir e c to r y  

a s n e c e s s a r y  to  k e e p  it cu rren t. N o t i c e s  p r o v id e d  b y  th is  s e c t io n  m a y  b e  p r o v id e d  b y  

e le c tr o n ic  m a il in  o r d e r  to  r e d u c e  th e  c o s t  a n d  e x p e n s e  fo r  d is s e m in a t in g  a n y  n o t ic e s .

A S  4 3 .5 0 .5 2 0

(a )  T h is  s u b s e c t io n  e s t a b l is h e s  th a t it is  u n la w fu l to  s e l l  a  p r o d u c t  th a t is  n o t
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in c lu d e d  in  th e  d irec to r} '.

(b )  T h is  s u b s e c t io n  p r o v id e s  fo r  a  c ig a r e t te  ta x  c r e d it  fo r  l i c e n s e e s  th a t p e r m is s ib ly  

im p o r t  d ir e c to r y - l is t e d  c ig a r e t te s  th a t are  la te r  d e - l i s t e d  p r io r  to  re ta il s a le .

A S  4 3 .5 0 .5 3 0

T h is  s e c t io n  r e q u ir e s  a n y  n o n -r e s id e n t  o r  fo r e ig n  N P M  to  e s ta b lis h  an  a g e n t  fo r  

s e r v ic e  o f  p r o c e s s  b e f o r e  its  b ra n d s m a y  b e  in c lu d e d  o n  th e  d ir e c to r y  e s t a b l is h e d  in  A S  

4 3 .5 0 .5 1 0 .  T h e  a p p o in tm e n t  o f  su c h  an  a g e n t  w o u ld  b e  l im it e d  to  a c t io n s  a r is in g  o u t  o f  

th e  e n fo r c e m e n t  o f  th e  c o m p le m e n ta r y  l e g is la t io n  o r  th e  M o d e l  S ta tu te , A S  4 5 .5 3 .  

S u b s e c t io n  ( c )  p r o v id e s  fo r  s e r v ic e  o n  th e  c o m m is s io n e r  o f  th e  D e p a r tm e n t  o f  C o m m e r c e  

an d  E c o n o m ic  D e v e lo p m e n t  fo r  fa ilu r e  to  a p p o in t  an  a g e n t .

A S  4 3 .5 0 .5 4 0

T h is  s e c t io n  e s t a b l is h e s  th e  r e p o r t in g  r e q u ir e m e n ts  fo r  l i c e n s e e s .  T h is  p r o v is io n  

w i l l  a l lo w  m o n ito r in g  o f  th e  s a le s  a c t iv i t y  o f  N P M  p r o d u c t  a n d  p r o v id e s  an  o n g o in g  

m e th o d  to  e v a lu a te  c o m p lia n c e .  T h is  s e c t io n  a ls o  p r o v id e s  th e  a u th o r ity  to  sh a r e  

in fo r m a tio n  o b ta in e d  p u r - an t to  th e  c o m p le m e n ta r y  le g is la t io n  o r  M o d e l  S ta tu te  w ith  th e  

a tto r n e y  g e n e r a l o r  o th e r  s ta te  a g e n c ie s .  T h e  s e c t io n  a ls o  g r a n ts  a u th o r ity  to  r e q u e s t  

a d d it io n a l in fo r m a t io n  a s  m a y  b e  n e c e s s a r y  to  v e r i f y  th e  a c c u r a c y  o f  in fo r m a t io n  r ep o r ted  

a n d  to  p r o v id e  a c tu a l p r o d u c t  o r  la b e l  s a m p le s  a s  m a y  b e  n e c e s s a r y  to  e f f e c t  th e  p u r p o s e  

o f  th e  s ta tu te . F in a l ly ,  s u b s e c t io n  ( e )  p e r m its  th e  a d o p tio n  o f  r e g u la t io n s  to  r e q u ir e  

e s c r o w  d e p o s i t s  o n  a  q u a r te r ly  b a s is .

A S  4 3 .5 0 .5 5 0

T h is  s e c t io n  p r o v id e s  fo r  p e n a lt ie s  fo r  n o n c o m p lia n c e .  P e n a lt ie s  in c lu d e :

-  R e v o c a t io n  o r  s u s p e n s io n  o f  a  l i c e n s e e ’s  l i c e n s e  a n d  c iv i l  p e n a lty .

-  D e s ig n a t io n  o f  n o n -c o m p lia n t  N P M  t o b a c c o  p r o d u c ts  a s  c o n tr a b a n d ,

s e iz u r e  a n d  fo r fe itu r e  o f  u n la w fu l  p r o d u c t .

- I n ju n c t iv e  r e l i e f  a g a in s t  a l i c e n s e e

A S  4 3 .5 0 .5 6 0

S u b s e c t io n  ( a )  e s t a b l is h e s  r e v ie w  p r o c e d u r e s  in  a c c o r d a n c e  w it h  a A S  4 4 .6 2  

(A d m in is tr a t iv e  P r o c e d u r e  A c t )  fo r  d e te r m in a t io n s  r e g a r d in g  r e m o v a l o r  n o n - l i s t in g  o f  a 

to b a c c o  p r o d u c t  b ra n d . S u b s e c t io n  (b )  r e q u ir e s  l i c e n s e e s  to  c e r t i fy  c o m p l ia n c e  w ith  th is  

la w . S u b s e c t io n  ( c )  p r o v id e s  a u th o r ity  to  p r o m u lg a te  r e g u la t io n s . S u b s e c t io n  (d )  

p r o v id e s  fo r  d is g o r g e m e n t  o f  a n y  p r o f it s  u p o n  a f in d in g  o f  a  v io la t io n  b y  a  c o u r t.

A S  4 3 .5 0 .5 9 0
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M o s t  o f  th e  d e f in i t io n s  m in  or  th o s e  fro m  th e  M S A  o r  th e  M o d e l  S ta tu te , A S  4 5 .5 3 .

Brand Family is  in te n d e d  to  c o v e r  a ll  v a r ia t io n s  o f  a b ra n d  o f  fo b a c c o  p r o d u c ts  

th a t are s o ld  in s ta te . It is  fu r th er  in te n d e d  to  in c lu d e  th e  b ra n d  n a m e s  o f  to b a c c o  

p r o d u c ts  th a t u n d e r g o  s l ig h t  m o d if ic a t io n  a s  a m e a n s  o f  e v a d in g  l ia b i l i t y  u n d e r  a S e t t l in g  

S t a t e ’s M o d e l  S ta tu te . F o r  e x a m p le ,  in  o r d e r  to  a v o id  an  o n g o in g  v io la t io n  o r  p o te n t ia l  

in ju n c t io n  a g a in s t  a  p a r tic u la r  b ra n d , s o m e  m a n u fa c tu r e r s  h a v e  a t te m p te d  to  m o d ify  th e  

n a m e  o f  a b ra n d  w h i le  m a in ta in in g  th e  p r o d u c t  th e  s a m e , i .e . ,  c h a n g in g  th e  b ra n d  n a m e  

fr o m  D is t in c t io n  to  D is t in c t iv e  o r  fr o m  B lo o m b e r g  to  B lu m b u r g .

S e c tio n  3. C o n fo r m in g  a m e n d m e n t  to  A d m in is tr a t iv e  P r o c e d u r e s  A .ct, A S  4 4 .6 2 .

S e c tio n  4. R e p e a l o f  e x is t in g  c o m p lim e n ta r y  le g is la t io n .

S e c tio n  5. T r a n s it io n — in it ia l c o m p l ia n c e  d e a d lin e s .

S e c tio n  6. E f f e c t iv e  d a te .

I V . A S S U R A N C E S  B Y  P A R T I C I P A T I N G  M A N U F A C T U R E R S

A fte r  c o n s tr u c t iv e  d e lib e r a t io n  w ith  s e v e r a l  P a r t ic ip a t in g  M a n u fa c tu r e r s , S e t t l in g  S ta te s  

a n d  th e  P M s  a g r e e d  u p o n  c e r ta in  a s s u r a n c e s  th a t th e  P M s  w o u ld  p r o v id e  to  th e  S ta te s .  

T h e  a s s u r a n c e s  are  in te n d e d  to  fa c i l i t a t e  in tr o d u c t io n  a n d  p a s s a g e  o f  C o m p le m e n ta r y  

L e g is la t io n  in  th o s e  S ta te s  w h e r e  th e r e  m a y  b e  c o n c e r n s  th a t th e  p r o p o s e d .

C o m p le m e n ta r y  L e g is la t io n  m a y  b e  c o n s tr u e d  a s  a m e n d in g  th e  M o d e l  S ta tu te  o r  M S A .  

T h e  la n g u a g e  a g r e e d  u p o n  S ta te s  in  r e le v a n t  p art that:

th e  S e t t l in g  S ta te s  s h a ll  h a v e  n o  d u ty  o r  o b l ig a t io n  to  e n a c t  th e  p r o p o s e d  

C o m p le m e n ta r y  L e g is la t io n  o r  a n y  s im ila r  b il l ,  a n d  fa ilu r e  to  e n a c t  su c h  

le g is la t io n  s h a ll  n o t  b e  u s e d  a g a in s t  a n y  S ta te  in  a n y  p r o c e e d in g  to  d e te r m in e  

w h e th e r  th a t S ta te  h a s  d i l ig e n t ly  e n fo r c e d  its  e s c r o w  s t a t u t e . . . .  A d d it io n a l ly ,  

e n a c tm e n t  o f  th e  p r o p o s e d  M o d e l  C o m p le m e n ta r y  L e g is la t io n  (o r  s im ila r  b ill  

c o n ta in in g  n o  d e v ia t io n  o f  s u b s ta n c e  fr o m  th e  M o d e l  C o m p le m e n ta r y  L e g is la t io n )  

s h a ll  n o t b e  c o n s tr u e d  a s  an a m e n d m e n t  to  th e  M o d e l  S ta tu te  o r  to  th e  M S A  and  

sh a ll n o t c o n s t itu te  a n y  b r e a c h  o f  th e  M S A . . . .

T h e  N A A G  T o b a c c o  P r o je c t  h a s  s e c u r e d  a s s u r a n c e s  fr o m  th e  f o l lo w in g  P a r tic ip a tin g  

M a n u fa c tu r e r s :  P h il ip  M o r r is , R J R e y n o ld s ,  B r o w n  &  W il l ia m s o n ,  L o r illa r d , C a r ib b e a n -  

A m c r ic a  T o b a c c o ,  D h a ra n j Im p o r ts , Jap an  T o b a c c o  I n t ’l, K in g  M a k e r , K o n c i G & D ,  

L ig g e t t ,  L ig n u m - 2 ,  N a t  S h e r m a n , P la n ta , P T  D ja r u m , S a n ta  F e  N a tu r a l T o b a c c o ,  T o p  

T o b a c c o ,  V e c t o r  T o b a c c o ,  V ir g in ia  C a r o lin a , a n d  W in d  R iv e r .
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V. CONCLUSION

T h e  e n a c tm e n t  o f  C o m p le m e n ta r y  L e g is la t io n  w i l l  s tr e a m lin e  e n fo r c e m e n t  o f  th e  N P M  

M o d e l E s c r o w  S ta tu te s , s a fe g u a r d  a n n u a l M S A  p a y m e n ts  a n d  h e lp  c o m b a t  th e  

p r o life r a t io n  o f  y o u th  s m o k in g .  T h e  A tto r n e y s  G e n e r a l r e g a r d  th is  le g is la t io n  as 

e x tr e m e ly  im p o r ta n t  a n d  r e c o m m e n d  th a t th e  p r o p o s e d  m o d e l  C o m p le m e n ta r y  

L e g is la t io n  b e  g iv e n  le g is la t iv e  p r io r ity . A tto r n e y s  fr o m  th e  A la s k a  D e p a r tm e n t  o f  L a w  

a s  w e l l  a s  th e  N A A G  T o b a c c o  P r o je c t  a n d  th e  C o m p le m e n ta r y  L e g is la t io n  W o r k in g  

G r o u p  are  a v a i la b le  to  a n s w e r  a d d it io n a l q u e s t io n s  o n  th is  i s s u e  o f  c r it ic a l  im p o r ta n c e .
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

A p r il 17 , 2 0 0 3

R e p r e s e n ta t iv e  L e s i l  M c G u ir e  

H o u s e  J u d ic ia r y  C o m m it te e  

A la s k a  S ta te  L e g is la tu r e  

S ta te  C a p ito l  

J u n e a u , A K  9 9 8 0 1

R e: H B  2 2 5  -  “ A n  a c t r e la t in g  to  c e r ta in  c iv i l  a c t io n s  b r o u g h t  b y  th e  a tto r n e y

g e n e r a l u n d e r  m o n o p o ly  a n d  re str a in t o f  trad e s ta tu te s ;  r e la t in g  to  th e  a w a rd  

o f  d a m a g e s  in  a c t io n s  b r o u g h t u n d e r  th o s e  s ta tu te s ”

D e a r  R e p r e s e n ta t iv e  M c G u ir e :

I a n . w r it in g  to  r e q u e s t  that y o u  s c h e d u le  H B  2 2 5  fo r  a  h e a r in g  at y o u r  e a r lie s t  

c o n v e n ie n c e .  T h is  b il l  h a s  p a s s e d  o u t  o f  th e  H o u s e  S p e c ia l  C o m m it te e  o n  E c o n o m ic  

D e v e lo p m e n t  In te r n a tio n a l T r a d e  a n d  T o u r is m .

T h is  b ill  u p d a te s  th e  A la s k a  a n titru st s ta tu te s  c o n s is t e n t  w ith  r e c e n t  U n ite d  S ta te s  

S u p r e m e  C o u r t  p r e c e d e n t  to  p r o v id e  a s ta tu to r y  b a s is  fo r  th e  a tto r n e y  g e n e r a l to  b r in g  a  

p a r e n s  p a tr ie  a c t io n  o n  b e h a lf  o f  s ta te  b u s in e s s e s ,  r e s id e n ts ,  a n d  g o v e r n m e n ta l  e n t it ie s  as  

in d ir e c t  p u r c h a se r s  fo r  v io la t io n s  o f  a n titru st s ta tu te s  a n d  to  r e c o v e r  d a m a g e s . In c o n tr a st  

to  o th e r  s ta te s , u n d e r  cu r r e n t A la s k a  a n titru st s ta tu te s , in d ir e c t  p u r c h a se r s  are w ith o u t  a n y  

r e m e d y  fo r  a n titru st in ju r ie s .

P a ren s  p a tr ie  a c t io n s  ty p ic a l ly  in v o lv e  c iv i l  a c t io n s  o n  b e h a lf  o f  n u m e r o u s  p e r so n s  

a n d  s o m e t im e s  o n  b e h a lf  o f  n u m e r o u s  g o v e r n m e n ta l  e n t it ie s .  A c c o r d in g ly ,  th e  b ill  

p r o v id e s  fo r  p r o o f  o f  a n titru st d a m a g e s  b y  w a y  o f  s ta t is t ic a l  m e th o d s  c o n s is t e n t  w ith  

fe d e r a l la w .

T h e  b ill  a l s o  r e m o v e s  th e  cu rren t r e q u ir e m e n t  in th e  a n titr u st  s ta tu te s  that a n y  

a n titru st p la in t i f f  m u st  p r o v e  w il l fu l  c o n d u c t  b e fo r e  a  c o u r t  m a y  a w a r d  tr e b le  d a m a g e s .

P.O. IIox I I0.W0 
JUNEAU. ALASKA 09811-0.100 
PIIONE: (907)46S-J60U
FAX: (007)465-2075



R e p r e s e n ta t iv e  L e s i l  M c G u ir e  

H o u s e  J u d ic ia r y  C o m m it te e

April 17,2003
Page 2

I f  y o u  h a v e  a n y  q u e s t io n s  a b o u t  th is  le g is la t io n ,  p le a s e  d o  n o t  h e s ita te  to  c o n ta c t  

m y  o f f i c e .

S in c e r e ly ,

G R E G G  D . R E N K E S  

A tto r n e y  G e n e r a l

B y :

D W M :lb

Jav id  W . M a r q u e 2 

A s s is t a n t  A tto r n e y

C c: M ik e  T ib b ie s ,  L e g is la t iv e  D ir e c to r , O f f ic e  o f  th e  G o v e r n o r

D e b o r a h  B e h r , L e g is la t io n  a n d  R e g u la t io n s  A t to r n e y , D e p a r tm e n t  o f  L a w



SPONSOR STATEMENT

I n  1 9 7 7 ,  th e  U S  S u p r e m e  C o u r t  i s s u e d  a  r u l in g  in  a  s e m i n a l  a n t it r u s t  

c a s e  c a l l e d  I l l in o i s  B r i c k  C o .  v . I l l in o is .  T h e  c a s e  h e l d  th a t  f e d e r a l  a n t itr u s t  

l a w s  d o  n o t  a l l o w  “ in d ir e c t  p u r c h a s e r s ” to  r e c o v e r  d a m a g e s  f r o m  “ u p s t r e a m ”  

a n t it r u s t  v i o l a t o r s .  T h e  C o u r t  f u r t h e r  h e ld ,  h o w e v e r ,  th a t  s t a t e s  a r e  f r e e  to  

f o r m u la t e  t h e ir  o w n  p u b l i c  p o l i c y  o n  t h e  i s s u e  o f  a n t i  t r u s t  l a w s u i t s  b r o u g h t  

o n  b e h a l f  o f  in d ir e c t  p u r c h a s e r s .  S i n c e  th e  I l l in o i s  B r i c k  d e c i s i o n ,  o v e r  3 0  

s t a t e s  h a v e  p a s s e d  l a w s  th a t  a l l o w  r e c o v e r y  o f  d a m a g e s  b y  in d ir e c t  

p u r c h a s e r s  u n d e r  v a r io u s  s t a t e  a n t i t r u s t  s t a t u t e s .  T h i s  l e g i s l a t i o n  w o u ld  

u p d a t e  A l a s k a  a n t i t r u s t  s t a t u t e s  to  a l l o w  t h e  A t t o r n e y  G e n e r a l  to  b r in g  

a c t io n s  o n  b e h a l f  o f  in d ir e c t  p u r c h a s e r s .

A n  in d ir e c t  p u r c h a s e r  i s  a  p e r s o n  w h o  d o e s  n o t  b u y  t h e  s u s p e c t  

p r o d u c t  d i r e c t l y  f r o m  t h e  w r o n g d o e r .  F o r  e x a m p l e ,  s u p p o s e  t w o  d r u g  

m a n u f a c t u r e r s  c o n s p i r e  to  k e e p  p r e s c r ip t io n  d r u g  p r i c e s  h ig h .  A  c o n s u m e r  

w h o  b u y s  t h e  d r u g  f r o m  a  p h a r m a c y  i s  a n  “ in d ir e c t  p u r c h a s e r ”  b e c a u s e  th e  

p h a r m a c y  h a s  n o t  v i o l a t e d  th e  a n t it r u s t  l a w s .  C u r r e n t ly ,  o n l y  d ir e c t  

p u r c h a s e r s ,  s u c h  a s  th e  d i s t r ib u t o r  w h o  b o u g h t  d i r e c t l y  f r o m  t h e  d r u g  

m a n u f a c t u r e r ,  h a v e  t h e  o p t io n  to  b r in g  s u i t  f o r  a n t i t r u s t  v i o l a t i o n s  l i k e  p r ic e -  

f i x i n g .  S i n c e  t h e s e  e n t i t i e s  r a r e ly  p a s s  o n  th e  o v e r c h a r g e s  t h e y  r e c o v e r ,  

in d ir e c t  c o n s u m e r s  d o n ’ t r e a l l y  b e n e f i t  f r o m  th e  s u it .

T h i s  l e g i s l a t i o n  a l s o  r e m o v e s  t h e  r e q u ir e m e n t  o f  p r o o f  o f  w i l l f u l n e s s  fo r  

t r e b le  d a m a g e s ,  a n d  p r o v id e s  f o r  s t a t i s t i c a l  m e t h o d s  o f  p r o o f  c o n s i s t e n t  w i t h  

f e d e r a l  l a w .  T h i s  a l l o w s  th e  A t t o r n e y  G e n e r a l  to  b r in g  a n t i t r u s t  s u i t s  o n  

b e h a l f  o f  A l a s k a ’s  in d ir e c t  p u r c h a s e r s ,  u n d e r  A l a s k a  l a w  in  a n  A la s k a n  

c o u r t ,  r a th s r  th a n  f e d e r a l  c o u r t .
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H o u s e  E C O N  D E V ,  I N T  L .  T R A D E  &  T O U R I S M  M i n u t e

A p r  1 6 ,2 0 0 3

HB 2 2 5 -MONOPOLY AND RESTRAINT OF TRADE ACTIONS

CHAIR HEINZE a n n o u n c e d  t h a t  t h e  c o m m i t t e e  w o u l d  h e a r  HOUSE B I L L  
NO. 2 2 5 ,  "An A c t  r e l a t i n g  t o  c e r t a i n  c i v i l  a c t i o n s  b r o u g h t  b y  
c h e  a t t o r n e y  g e n e r a l  u n d e r  m o n o p o l y  a n d  r e s t r a i n t  o f  t r a d e  
s t a t u t e s ;  r e l a t i n g  t o  t h e  a w a r d  o f  d a m a g e s  i n  a c t i o n s  b r o u g h t  
u n d e r  t h o s e  s t a t u t e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  
[HB 2 2 5  w a s  s p o n s o r e d  b y  t h e  H o u s e  R u l e s  S t a n d i n g  C o m m i t t e e  a t  
t h e  r e q u e s t  o f  t h e  g o v e r n o r . ]

N u m b e r  0 0 9 6

CLYDE (ED) S N I F F E N ,  J R . ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  F a i r  
B u s i n e s s  P r a c t i c e s  S e c t i o n ,  C i v i l  D i v i s i o n  ( A n c h o r a g e ) , 
D e p a r t m e n t  o f  L a w ,  p r e s e n t e d  HB 2 2 5  t o  t h e  c o m m i t t e e ,  i n f o r m i n g  
m e m b e r s  t h a t  h i s  d u t i e s  i n c l u d e  e n f o r c e m e n t  o f  A l a s k a ' s  
a n t i t r u s t  a n d  c o n s u m e r  p r o t e c t i o n  s t a t u t e s .  M r .  S n i f f e n  n o t e d  
t h a t  HB 2 2 5  i s  a  b i l l  [ t h e  d e p a r t m e n t ]  c a l l s  " t h e  I l l i n o i s  B r i c k  
r e p e a l e r  b i l l . "  He e x p l a i n e d  t h a t  c u r r e n t l y  t h e r e  i s  a  [ 1 9 7 7  
U . S .  S u p r e m e  C o u r t )  c a s e ,  I l l i n o i s  B r i c k  C o .  v .  I l l i n o i s , w h i c h  
s t a n d s  f o r  t h e  p r o p o s i t i o n  t h a t  i n d i r e c t  p u r c h a s e r s  o f  g o o d s  
c a n n o t  s u e  " u p s t r e a m  a n t i t r u s t  v i o l a t o r s "  f o r  a n t i t r u s t  
v i o l a t i o n s .

MR. S N IF F E N  i l l u s t r a t e d  w i t h  a  c h a r t ,  n o t i n g  t h a t  i f  a  
c o n s p i r a c y  b e t w e e n  t w o  s u p p l i e r s  r e s u l t s  i n  k e e p i n g  p r o d u c t  
p r i c e s  h i g h ,  t h e r e  i s  a  v i o l a t i o n  o f  a n t i t r u s t  l a w .  I n  h i s  
e x a m p l e ,  t h e  d i r e c t  p u r c h a s e r  o f  t h e  g o o d s ,  t h e  i m p o r t e r ,  t h e n  
p a s s e s  t h e  h i g h  p r i c e  o n  t o  t h e  d i s t r i b u t o r ,  t h e  w h o l e s a l e r ,  t h e  
r e t a i l e r ,  a n d ,  u l t i m a t e l y ,  t h e  c o n s u m e r .  U n d e r  c u r r e n t  f e d e r a l  
a n c  s t a t e  a n t i t r u s t  l a w ,  t h e  o n l y  p e r s o n  w i t h  a u t h o r i t y  t o  b r i n g  
a n  a c t i o n  a g a i n s t  t h e  a n t i t r u s t  v i o l a t o r s  w o u l d  b e  t h e  i m p o r t e r  
w h o ' d  p u r c h a s e d  d i r e c t l y  f r o m  t h e  w r o n g d o e r s .

MR. S N I F F E N  s a i d  t h e  c o n s u m e r ,  h o w e v e r ,  w h o  u l t i m a t e l y  b e a r s  t h e  
b u r d e n  o f  p a y i n g  a  h i g h e r  p r i c e  f o r  t h e  p r o d u c t ,  w o u l d n ' t  h a v e  
t h a t  r i g h t .  T h e r e f o r e ,  HB 2 2 5  g i v e s  t h e  a t t o r n e y  g e n e r a l  t h e  
r i g h t  t o  r e p r e s e n t  c o n s u m e r s  w h o  a r e  i n d i r e c t  p u r c h a s e r s  i n  
a c t i o n s  a g a i n s t  a n t i t r u s t  v i o l a t o r s  w h o  m a y  h a v e  c o m m i t t e d  h a r m  
" u p s t r e a m . "

N u m b e r  0 2 5 0

MR. S N I F F E N  i n d i c a t e d  t h i s  l e g i s l a t i o n  i s  s o m e t h i n g  [ t h e  
d e p a r t m e n t ]  h a s  b e e n  t r y i n g  t o  g e t  p a s s e d  f o r  a  n u m b e r  o f  y e a r s .  
T h e  s t a t e ' s  a n t i t r u s t  l a w  w a s  p a s s e d  i n  1 9 7 5 ,  w h e r e a s  t h e  
I l l i n o i s  B r i c k  c a s e  w a s  d e c i d e d  i n  1 9 7 7 .  S i n c e  t h a t  t i m e ,  
A l a s k a  j u s t  h a s n ' t  u p d a t e d  i t s  a n t i t r u s t  l a w  t o  g i v e  t h e  
a t t o r n e y  g e n e r a l  t h e  a u t h o r i t y  t o  b r i n g  t h e s e  k i n d s  o f  a c t i o n s .  
He f u r t h e r  e x p l a i n e d :

I n  r e c e n t  m u l t i s t a t e  c a s e s  t h a t  w e ' v e  b e e n  i n v o l v e d  
i n ,  t h e  S t a t e  o f  A l a s k a  h a s  l o s t  o u t  o n  s i g n i f i c a n t  
r e c o v e r i e s  b e c a u s e  we d o  n o t  h a v e  t h e  a u t h o r i t y  t o  
b r i n g  a c t i o n s  o n  b e h a l f  o f  c o n s u m e r s  i n  t h e s e  k i n d s  o f  
c a s e s .  O n e  i n v o l v e d  a  c o u p l e  o f  v i t a m i n  m a n u f a c t u r e r s  
[ t h a t ]  a  b u n c h  o f  s t a t e s  s u e d  f o r  c o n s p i r i n g  t o  k e e p
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p r i c e s  o f  v i t a m i n s  h i g h .  A n d  t h e  s e t t l e m e n t  i n  t h a t  
c a s e  g a v e  a  m i l l i o n  d o l l a r s  t o  e v e r y  s t a t e  t h a t  h a d  a  
l a w  l i k e  t h i s .

B e c a u s e  A l a s k a  d i d  n o t  h a v e  t h i s  l a w ,  we  i n i t i a l l y  g o t  
z e r o .  A n d  we a r g u e d  w i t h  t h e  s e t t l e m e n t  c o m m i t t e e  
t h a t  o u r  l a w s  a c t u a l l y  s h o u l d  a l l o w  u s  t o  r e c o v e r  s o m e  
m o n e y ;  we  e n d e d  u p  w i t h  a  h u n d r e d  t h o u s a n d  d o l l a r s ,  
b u t  i t  w a s  f a r  s h o r t  o f  t h e  m i l l i o n  d o l l a r s  we  w o u l d  
h a v e  g o t t e n  h a d  we  h a d  t h i s  k i n d  o f  l a w  i n  p l a c e .

MR. S N I F F E N  i n d i c a t e d  t h e r e  i s  n o  o p p o s i t i o n  t o  t n i s  l e g i s l a t i o n  
t h a t  t h e  d e p a r t m e n t  i s  a w a r e  o f ,  a n d  c o n c l u d e d  b y  s a y i n g  i t  
m a k e s  g o o d  s e n s e  f o r  A l a s k a .

N u m b e r  0 3 6 1

MR. S N I F F E N ,  i n  r e s p o n s e  t o  a n  o b s e r v a t i o n  f r o m  R e p r e s e n t a t i v e  
C r a w f o r d ,  s a i d  t h i s  b i l l  h a d  b e e n  b e f o r e  [ a  p r e v i o u s  
l e g i s l a t u r e ]  a n d  w a s  h e a r d  b y  a  n u m b e r  o f  c o m m i t t e e s  w i t h o u t  
o p p o s i t i o n ,  b u t  h a d n ' t  h a d  a  f l o o r  h e a r i n g .

N u m b e r  0 4 3 8

REPRESENTATIVE C IS SN A  a s k e d  w h a t  i s  m e a n t  b y  t h e  f o l l o w i n g  
l a n g u a g e  f o u n d  i n  s u b s e c t i o n  ( h )  o n  p a g e  3 :

A d i s t r i b u t i o n  p r o c e d u r e  a u t h o r i z e d  b y  t h e  c o u r t  u n d e r  
t h i s  s u b s e c t i o n  m u s t  a f f o r d  e a c h  g o v e r n m e n t a l  e n t i t y  
o r  p e r s o n  p a r t i c i p a t i n g  i n  t h e  c i v i l  a c t i o n  a  
r e a s o n a b l e  o p p o r t u n i t y  t o  s e c u r e  t h a t  e n t i t y ' s  o r  
p e r s o n ' s  a p p r o p r i a t e  p o r t i o n  o f  t h e  n e t  m o n e t a r y  
r e l i e f .

MR. S N I F F E N  s a i d  i t  e s s e n t i a l l y  m e a n s  t h a t  w h a t e v e r  d i s t r i b u t i o n  
p l a n  [ t h e  s t a t e ]  c o m e s  u p  w i t h  a s  a  r e s u l t  o f  a n  a c t i o n  a g a i n s t  
a n  a n t i t r u s t  v i o l a t o r  m u s t  b e  a p p r o v e d  b y  t h e  c o u r t .  A p l a n  h a s  
t o  r e t u r n  m o n e y ,  f i r s t  o f  a l l ,  t o  t h e  c o n s u m e r s  w h o  a r e  h a r m e d  
a n d ,  i f  t h e r e  i s  m o n e y  l e f t  o v e r ,  t o  o t h e r  a g e n c i e s  o r  e n t i t i e s  
h a r m e d  b y  t h e  c o n d u c t .  R e m a i n i n g  f u n d s  m i g h t  g o  t o  t h e  s t a t e ,  
o r  [ t h e  s t a t e ]  c o u l d  e s t a b l i s h  o t h e r  d i s t r i b u t i o n  m e c h a n i s m s .  
He e x p l a i n e d :

F o r  e x a m p l e ,  i f  t h e  c o n d u c t  i n v o l v e d  m u s i c  CDs 
[ c o m p a c t  d i s k s ] ,  w h i c h  i s  a c t u a l l y  a  c a s e  w e ' r e  
i n v o l v e d  i n  n o w ,  we c o u l d  . . .  g i v e  m o n e y  t o  l i b r a r i e s  
a n d  s c h o o l s  t o  p u r c h a s e  C D s .  B u t  t h o s e  p l a n s  w o u l d  b e  
d r a w n  t o g e t h e r  a n d  s u b m i t t e d  t o  t h e  c o u r t ,  a n d  t h e  
c o u r t  w o u l d  h a v e  t o  a p p r o v e  t h e m  i n  a c c o r d a n c e  w i t h  
t h e  i n s t r u c t i o n  o f  t h e  s t a t u t e  t h a t  e v e r y o n e  g e t s  
t h e i r  f a i r  s h a r e  o f  t h e  p r o c e e d s .

MR. S N I F F E N  p o i n t e d  o u t  t h a t  i n  s o m e  c a s e s  t h e r e  m i g h t  n o t  b e
1 0 0 - p e r c e n t  r e c o v e r y .  "We m a y  o n l y  r e c o v e r  a  p o r t i o n  o f  t h e
a c t u a l  d a m a g e s  t h a t  w e  c a n  a l l e g e ,  o r  we  m a y  a g r e e  t o  s e t t l e  t h e  
c a s e  f o r  s o m e t h i n g  t h a t ' s  l e s s  t h a n  1 0 0  p e r c e n t  o f  e v e r y o n e ' s  
d a m a g e , "  h e  t o l d  m e m b e r s ,  n o t i n g  t h a t  s u c h  a  c a s e  w o u l d  r e q u i r e
d e v i s i n g  a  s y s t e m  t o  e q u i t a b l y  -  p e r h a p s  o n  a  p r o  r a t a  b a s i s  -
d i s t r i b u t e  t h e  r e c o v e r y  a m o n g  t h o s e  w h o  w e r e  h a r m e d .

N u m b e r  0 5 8 8

REPRESENTATIVE CI SS N A  r e q u e s t e d  c o n f i r m a t i o n  t h a t  a f t e r  m o n e y  
w a s  d i s t r i b u t e d  t o  c o n s u m e r s  w h o  w e r e  h a r m e d ,  l e f t o v e r  m o n e y  
c o u l d  b e  p u t  i n t o  s t a t e  s e r v i c e s  t h a t  " w o u l d  m a k e  r e s t i t u t i o n , "
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i n  a  m a n n e r  o f  s p e a k i n g .

MR. S N IF F E N  a f f i r m e d  t h a t .  He s a i d  t h e  s t a t e  n o w  d o e s  c y - p r e s
d i s t r i b u t i o n  p l a n s  [ f r o m  a  F r e n c h  t e r m  t h a t  m e a n s  " a s  n e a r  a s
( p o s s i b l e ) " ] .  He i n d i c a t e d  t h e  d e p a r t m e n t  w o u l d  h a v e  t h a t  

o p t i o n ,  a n d  a d d e d ,  " I t ' s  b r o a d  e n o u g h  t h a t  we  c o u l d  f a s h i o n  t h e
r e m e d i e s  w i t h  t h e  r e c o v e r i e s  we g e t  i n  a  n u m b e r  o f  w a y s .  B u t
t h a t  c e r t a i n l y  c o u l d  b e  o n e  o f  t h e m . "

N u m b e r  0 6 8 7

REPRESENTATIVE CI SSN A  m o v e d  t o  r e p o r t  HB 2 2 5  o u t  o f  c o m m i t t e e
w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s  ( a n d  a c c o m p a n y i n g  f i s c a l
n o t e ( s ) ] .  T h e r e  b e i n g  n o  o b j e c t i o n ,  HB 2 2 5  w a s  r e p o r t e d  f r o m
t h e  H o u s e  S p e c i a l  C o m m i t t e e  o n  E c o n o m i c  D e v e l o p m e n t ,
I n t e r n a t i o n a l  T r a d e  a n d  T o u r i s m .

R ill R o o t: Display Bill Root

T O  R E P O R T  P R O B L E M S  W IT H  B A S IS  IN Q U IR Y

L IV E  K T O O  S T R E A M S

Return to B a s is  M ain  M en u  (2 3  L eg is la tu re-) 
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SECTIONAL ANALYSIS -  HB 225 and SB 161

“ A n  A c t  r e la t in g  to  c e r t a in  c iv i l  a c t io n s  b r o u g h t  b y  t h e  a t t o r n e y  g e n e r a l  

u n d e r  m o n o p o ly  a n d  r e s t r a in t  o f  t r a d e  s t a t u t e s ;  r e la t in g  to  t h e  a w a r d  o f  

d a m a g e s  in  a c t io n s  b r o u g h t  u n d e r  t h o s e  s t a t u t e s ;  a n d  p r o v id in g  fo r  a n  

e f f e c t i v e  d a t e .”

S e c t io n  1 . A S  4 5 .5 0 .5 7 6  is  a m e n d e d  as fo l lo v  s:

S e c .  4 5 .5 0 .5 7 6 .  S u it s  b y  p e r s o n s  in j u r e d ;  t r e b le  d a m a g e s .

T h is  s e c t io n  is b e in g  m o d if ie d  to  r e m o v e  th e  r e q u ir e m e n t  th a t a d e fe n d a n t  

b e  fo u n d  to  h a v e  a c te d  “ w i l l f u l ly ” b e fo r e  tr e b le  d a m a g e s  c a n  b e  a w a r d e d .  

R e m o v in g  th is  r e q u ir e m e n t w i l l  m a k e  th is  s e c t io n  c o n s is t e n t  w ith  o th e r  s ta te  a n d  

F e d e r a l a n titru st a c ts . See  15 (J .S .C . § 15 a .

S u b s e c t io n  (b )  is  m o d if ie d  to  r e m o v e  d u p lic a t iv e  la n g u a g e  an d  m a k e  th e  

s e c t io n  c o n s is t e n t  w ith  th e  n e w  s e c t io n  a d d e d  b e lo w .

S e c t io n  2 .  A S  4 5 .5 0  is  a m e n d e d  to  a d d  a n e w  s e c t io n  a s  f o l l o w : 1

S e c .  4 5 .5 0 .5 7 7 .  E n f o r c e m e n t  b y  a t t o r n e y  g e n e r a l .

T h is  n e w  s e c t io n  w i l l  a c c o m p lis h  s e v e r a l  th in g s . C u r r e n tly , th e  S ta te  o f  

A la s k a ,  th r o u g h  th e  a tto rn ey  g e n e r a l, is  w ith o u t  a u th o r ity  to  b r in g  an  a c t io n  on  

b e h a l f  o f  c o n s u m e r s  fo r  “ in d ir e c t  d a m a g e s .” In d ir e c t  d a m a g e s  are d a m a g e s  th at a 

c o n s u m e r  m a y  s u f f e r  b e c a u s e  o f  an  a n titru st v io la t io n  th at o c c u r r e d  “u p s tr e a m ” 

fr o m  th e  c o n s u m e r  tra n sa c tio n . F o r  e x a m p le , w h e n  a c o n s u m e r  p u r c h a s e s  d ru g s  

fr o m  a p h a r m a c y , th e  p r ic e  m a y  b e  a r t if ic ia l ly  h ig h  b e c a u s e  o f  an  i l le g a l  d e a l m a d e  

b e t w e e n  t w o  c o m p e t in g  m a n u fa c tu r e r s . T h e  p r ic e  in c r e a s e  th at r e su lts  fro m  th is  

i l l e g a l  a g r e e m e n t  is  p a sse d  d o w n  to  th e  w h o le s a le r ,  th en  to  th e  d is tr ib u to r , th en  to  

th e  r e ta ile r , w h o  f in a l ly  p a s s e s  th e  in c r e a se  to  th e  c o n s u m e r .

T h e  e n t ity  “ d ir e c t ly ” h a r m e d  in th e  a b o v e  s c e n a r io  is  th e  w h o le s a le r  w h o  

b o u g h t  th e  d r u g s  d ir e c t ly  fro m  th e  m a n u fa c tu r e r . T h u s , u n d e r  cu rren t a n titru st la w ,  

th e  o n ly  p e r s o n  w h o  c a n  b r in g  an  a n titru st a c t io n  a g a in s t  th e  m a n u fa c tu r e r s  is  th e  

w h o le s a le r ,  o r  o th e r  p e r so n s  w h o  b o u g h t  d ir e c t ly  fro m  th e m a n u fa c tu r e r  ( s o m e
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s ta te  a g e n c ie s  m a k e  th e s e  d ir e c t  p u r c h a s e s ) .  T h is  ru le  o f  la w  w a s  e n u n c ia te d  in  a 

U .S .  S u p r e m e  C o u rt d e c is io n  c a l le d  I ll in o is  B r ic k  Co. v. I llin o is .  T h a t  c a s e  le f t  

o p e n , h o w e v e r ,  th e  o p p o r tu n ity  fo r  in d iv id u a l s ta te s  to  e n a c t  th e ir  o w n  la w s  th at 

w o u ld  a l lo w  th e  r e c o v e r y  o f  th e s e  “ in d ir e c t” d a m a g e s  u n d e r  s t a t e - s p e c i f i c  a n titru st  

s ta tu te s . In  r e s p o n s e  to  th is  c a s e ,  s e v e r a l  s ta te s  h a v e  e n a c te d  s u c h  la w s ,  c a l le d  

“Illin o is  B r ic k  r e p e a le r ” s ta tu te s  b e c a u s e  th e y  r e p e a l th e  e f f e c t  o f  th e  I ll in o is  B r ic k  
d e c is io n .

V lask a  h a s  b e e n  in v o lv e d  in  s e v e r a l  m u lt i- s ta te  a n titr u st  a c t io n s  in  th e  la s t  

• 'err ’ y e a r s . E v e r  s in c e  th e  to b a c c o  l i t ig a t io n , s t a t e s ’ a t to r n e y s  g e n e r a l  h a v e  

c o c p e r a te d  w ith  e a c h  o th e r  to  b r in g  t h e s e  a c t io n s  a g a in s t  a n titr u s t  v io la to r s  fo r  

v a r io u s  k in d s  o f  i l le g a l  a n titru st c o n d u c t .  T h e  c la im s  A la s k a  h a s  b e e n  a b le  to  

a sse r t  in  t h e s e  c a s e s ,  h o w e v e r ,  are  l im ite d  to  c la im s  o n  b e h a l f  o f  s ta te  a g e n c ie s  th at  

h a v e  b e e n  d ir e c t ly  h a r m e d  b y  th e  a l le g e d  i l le g a l  c o n d u c t .  W e  h a v e  l im ite d  an d  

q u e s t io n a b le  a u th o r ity  to  m a k e  c la im s  o n  b e h a l f  or c o n s u m e r s  fo r  th e ir  “ in d ir e c t  

p u r c h a s e s ” o f  d r u g s  a n d  o th e r  p r o d u c ts . F o r  e x a m p le ,  A la s k a  lo s t  o u t  o n  s e v e r a l  

h u n d r e d  th o u s a n d  d o lla r s  in  c o n s u m e r  r e l i e f  r e c e n t ly  in  th e  “V i t a m in s ” c a s e .  T h a t  

c a s e  in v o lv e d  a l le g a t io n s  o f  iP .egal c o n tr a c ts  b e tw e e n  v ita m in  m a n u fa c tu r e r s . 

A la s k a  w a s  in it ia l ly  e x c lu d e d  fr o m  th e  s e t t le m e n t  b e c a u s e  w e  d id  n o t  h a v e  an  

“I llin o is  B r ic k  r e p e a le r .” W e  e v e n t u a l ly  r e c e iv e d  a b o u t  5 1 0 0 ,0 0 0 ,  w h i le  o th e r  

s ta te s  th a t h a d  s u c h  a s ta tu te  r e c e iv e d  a b o u t  51  m il l io n .

T h is  s e c t io n  p r o v id e s  th a t th e  a tto r n e y  g e n e r a l c a n  b r in g  a n  a c t io n  in  

s u p e r io r  c o u r t  in  th e  n a m e  o f  th e  s ta te , a n d  o n  b e h a l f  o f  c o n s u m e r s  a n d  n o n s ta te  

g o v e r n m e n ta l  e n t it ie s  (w h ic h  in c lu d e s  m u n ic ip a l i t ie s )  fo r  th e  r e c o v e r y  o f  b o th  

d ir e c t  a n d  in d ir e c t  d a m a g e s .

S u b s e c t io n s  (a )  a n d  (b ) a c c o m p lis h  th e  a b o v e .

S u b s e c t io n  ( c )  r e q u ir e s  th e  c o u r t  to  e x c lu d e  fro m  a n y  m o n e ta r y  a w a r d  a n y  

a m o u n t  th a t d u p lic a te s  a m o u n ts  th a t h a v e  a lr e a d y  b e e n  a w a r d e d  fo r  th e  s a m e  

in ju ry . T h e  c o u r t  ca n  a ls o  a llo c a te  p a rt o f  an a w a r d  to  p e r s o n s  w h o  h a v e  e x c lu d e d  

th e ir  c la im s  u n d e r  s u b s e c t io n  (e ) .

S u b s e c t io n  (d ) a l lo w s  th e  r e c o v e r y  o f  c o s t s ,  fu ll  r e a s o n a b le  a t t o r n e y ’s fe e s ,  

a n d  treb le  d a m a g e s  i f  th e  s ta te  is th e  p r e v a i l in g  p arty .

S u b s e c t io n s  (e )  a n d  ( f )  req u ire  p u b lic a t io n  o f  th e  p r o p o s e d  a c t io n  a n d  an  

o p p o r tu n ity  fo r  a p e r so n  or  g o v e r n m e n ta l  e n t ity  to  e le c t  to  b e  e x c lu d e d  fr o m  th e  

a c t io n . A n y  ju d g m e n t  is s u e d  in th e  a c t io n  p r e c lu d e s  c la im s  b y  a n y o n e  w h o  d o c s  

n o t e le c t  to  b e  e x c lu d e d .
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S u b s e c t io n  ( g )  p r o v id e s  th at a n y  a c t io n  b r o u g h t u n d e r  th is  s e c t io n  c a n n o t  be  

d is m is s e d  w ith o u t  a p p r o v a l o f  th e  co u rt.

S u b s e c t io n  (h )  p r o v id e s  that a n y  r e c o v e r y  u n d e r  th is  s e c t io n  m u s t  b e  

d is tr ib u te d  in  a c c o r d a n c e  w ith  c o u r t in s tr u c t io n s , a n d  r e q u ir e s  th a t e v e r y o n e  o n  

w h o s e  b e h a l f  th e  a c t io n  w a s  b r o u g h t  b e  g iv e n  an o p p o r tu n ity  to  r e c o v e r  th e  

p a r t ic ip a n t’s  a p p ro p r ia te  p o r t io n  o f  th e  p r o c e e d s .

S u b s e c t io n  ( i )  p r o v id e s  th at o n ly  th e  a tto r n e y  g e n e r a l  c a n  s e e k  m o n e ta r y  

r e l i e f  fo r  p e r s o n s  w h o  s u f fe r  in d ir e c t  in ju ry  s u s ta in e d  b y  a v io la t io n  o f  th e  a n titru st  

la w s .

S e c t io n  3 .  A S  4 5 .5 0  is  a m e n d e d  b y  a d d in g  a  n e w  s e c t io n  a s  fo l lo w s :

S e c .  4 5 .5 0 .5 7 9 .  P r o o f  o f  a g g r e g a t e  d a m a g e s .

T h is  s e c t io n  p r o v id e s  th a t th e  a tto r n e y  g e n e r a l c a n  r e c o v e r  a g g r e g a te  

d a m a g e s  u s in g  a c c e p te d  s a m p lin g  m e th o d s  a p p r o v e d  b y  th e  co u r t.

S e c t io n  4 .  A p p I ic a b i l i t y .A S  4 5 .5 0 .5 9 6  is  a m e n d e d  a s  fo l lo w s :

T h is  s e c t io n  p r o v id e s  th a t th e  A c t  a p p lie s  to  a c t io n s  o c c u r r in g  o n  o r  a fter  

th e  e f f e c t iv e  d a te  o f  th e  A c t .
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Inflated price passed on to 
consumer. Th is legislation will 
give the AG authority to bring 
actions on behalf of 
consumers who are “indirect 
purchasers" of products that 
have artificially high prices due 
to upstream antitrust behavior.
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CONSUMER 
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In 1977 the U .S . Supreme Court 
decided Illinois Brick Co. v. 
Illinois, which states that federal 
antitrust laws do not alb v 
"indirect purchasers" to recover 
damages from “upstream" 
antitrust violators. The Court 
further held, however, that 
states are free to formulate their 
own public policy on the issue of 
antitrust lawsuits brought on 
behalf of indirect purchasers.

r

U.S. DISTRIBUTOR

r

WHOLESALER
i

r







iVtPORrKbo.ir

MAY I  5 2003
S E .M A L  , )| ■

n o .\  li' ij I 7C-;DATE: 5/10/03 FURTHER:
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Finance Committee considered HOUSE BILL NO. 225

HB 225 MONOPOLY AND RESTRAINT OF TRADE ACTIONS

S E imATE FINANCE COMMITTEE R E F u R T

"An Act relating to certain civil actions brought by the attorney general under monopoly and restraint of trade 
statutes: relating to the award of damages in actions brought under those statutes; and providing for an 
effective date."

and recommends: 

be replaced with 

adopt previous _

CS

cs
attached amendment(s) 

adopt Letter of Intent by _ 

further referral to _______

NEW FISCAL NOTE(S):

Committee

Senate Bill:
[ ] same title

_) [ j new title
House Bill:

.) [ ] same title
[ ] technical title
[ ] new: SCR #_

Committee 

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero FN# Department Date Fiscal Zero FN*

U a u i ‘fe d<s) * i

[ ] APPROPRIATION - no fisca l note



F I S C A L  N O T E

STATE O F  A LA SKA
2003 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction):____________
Title: "An Act relating to certain civil actions .

Fiscal Note Number: 1______
Bill Version: HB 225
(H) Publish Date: 3/28/03

MAY i 5 2003
! 'SSiVA f  i'jC l

m: H

Dept. Affected: LAW
'BRU Civil Division

monopoly and restraint of trade statutes;. . .  damages ..
Sponsor Rules Committee_____________________
Requester Governor___________________________

Component Fair Business Practices

E xpenditures/R evenues

Component No. 

(Thousands of Dollars)

2206

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

ICAPITAL EXPENDITURES"

CHANGE IN REVENUES (

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL ****** ****** * * * * * * ****** * * * * * *

Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)
This bill updates Alaska antitrust statutes consistent with a recent United Slates Supreme Court precodent to allow the attorney general 
to bring a cause of action on behalf of both direct and indirect purchasers. Current Alaska statutes allow a cause of action only for 
purchasers who buy directly from the person or manufacturer that violatod antitrust statutes. Because these type of actions typically 
Involve civil actions on behalf of numerous persons and sometimes on behalf of numerous governmental entities, the bill provides for 
proof of antitrust damages by way of statistical methods consistent with federal law. Tho bill also removes the current requirement in 
the antitrust statutes that any antitrust plaintiff must prove willful conduct before a court may award treble damages. Federal law does 
not have this requirement, encouraging plaintiffs to resolve issues important to Alaska businesses and consumers in federal court, 
rather than state court.

Costs associated with passage of this bill will depend on the number and complexity of actions brought by tho attorney general in any 
given year, and are too speculative to quantify at this time.

Prepared by: Joan M. Kasson  Phone (907) 465-5370
Division Attorney General's Office  DateTTimc 1/27/03 8:29 AM

Approved by: Kathryn Daughhelee for Gregg D. Renkes, Attorney General Date 1/27/2003______
Agency Department of Lav/_____________

(P înd 9/2002 OMB)
COM M ITTEE C O P Y
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F r a n k  H .  M u r k o w s k i  
G o v e r n o r

p . o  B O X  1 1 0 0 0 1  
J u n e a u .  A l a s k a  9 9 8 1  1 - 0 0 0 1  

( 9 0 7 1  4 6 5 - 3 5 0 0  
F A X  ( 9 0 7 )  4 6 5 - 3 5 3 2  

W W W . G O V . S T A T E . A K . U O
G O V r R N O R f r G O V . S T A T E . A K . U S

S t a t e  o f  A l a s k a
o f f i c e  o f  t h e  g o v e r n o r  

J u n e a u

March 26, 2003

The Honorable Pete Kott 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau , AK 99801-1182

Dear Speaker Kott:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill relating to legal action brought by the attorney general on 
behalf of direct and indirect purchasers under the statutes on monopolies and 
restraint of trade (antitrust statutes).

This bill updates the Alaska an titrust sta tu tes consistent with recent 
United States Supreme Court precedent to provide a statutory basis for the 
attorney general to bring a parens patrie action on behalf of state businesses, 
residents, and governmental entities as indirect purchasers for violations of our 
an titrust sta tu tes and to recover damages. In contrast to other states, under 
current Alaska an titrust statutes, indirect purchasers are without any remedy 
for an titrust injuries. Indirect purchasers are usually consumers, 
governmental entities, and small businesses in the wholesale and retail 
distribution chain of goods and services. Alaska antitrust statutes currently 
allow a cause of action only for purchasers who buy directly from the person or 
m anufacturer that violated the antitrust statutes. By allowing only the 
attorney general a cause of action on behalf of both direct and indirect 
purchasers, Alaska consumers, businesses, and governmental entities will 
have a remedy for redress of an titrust violations without clogging the courts 
with multiple lawsuits individually brought by those purchasers.

Parens patrie actions typically involve civil actions on behalf of num erous 
persons and sometimes on behalf of num erous governmental entities. 
Accordingly, the bill provides for proof of an titrust damages by way of 
statistical methods consistent with federal law.

http://WWW.GOV.STATE.AK.UO


The Honorable Pete Kott 
March 26, 2003 
Page 2

The bill also removes the current requirement in the antitrust statutes 
that any an titrust plaintiff m ust prove willful conduct before a court may 
award treble damages. Under federal law, a plaintiff does not have to prove 
willful conduct to receive treble damages. The current law has the effect of 
chilling plaintiffs from bringing an titrust cases in Alaska courts, in favor of 
resolving issues important to Alaska businesses and consumers in the federal 
courts.

I urge your support of this im portant legislation.

Sincer
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H B  2 2 5 - M O N O P O L Y  A N D  R E S T R A I N T  O F  T R A D E  A C T I O N S

  S u b jec t/B ill N o:

C o ./D ep t./T itle :

Z ip :_________________A d d r c s s : J j L ^ _ f i ± (  < Z 6 L A f 7 j . . y € -  7 i n .

D o  you  w ish  to testify ? _Y es  N o  V 7 R esp o n d  T o  Q u estio n s

N A M E :

C o ./D ep t./T itle :  

A d d ress:________

D o  you  w ish  to te stify ? Y es N o

S u b jec t/B ill N o:

P h o n e :---------------

Z ip :_____________

.R e sp o n d  T o  Q u estio n s

N A M E :

C o ./D ep t./T itle :  

A d d ress:________

S u b jec t/B ill No:

P h o n e :---------------

Zip:_________

D o  you  w ish  to ‘e stify ? Y e s N o .R esp o n d  T o  Q u estio n s

N A M E : ----------------------------------------------------------------------------------------------  S u b jec t/B ill No:

C o ./D e p t ./T it le : ---------------------------------------------------------------------------------- P h o n e :---------------

A d d ress:_____________________________________________________________  Z ip :--------------------

D o  you  w ish  to  te stify ?   .Yes  N o   R esp on d  T o  Q u estio n s
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N A M E :

C o ./D ep t./T itle :  

A d d ress:________
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S u b jec t/B ill N o:
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.R esp o n d  T o  Q u estio n s

N A M E :

C o./D ep t./T itle :  

A d d ress:________

D o  you  w ish  to te stify ? Y es N o

S u b jec t/B ill N o:

P h o n e :---------------
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N A M E :
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F I S C A L  N O T E

STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note If correction): 
Title Organic Food

Dept. Affected:
‘ BRU

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 226

Natural Resources

Sponsor
Requester

Rep. Stoltze, Gatto, Harris, Wilson

Agricultural Development 
Component Agricultural Development

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

455

Note: Amounts do not include inflation unless o thenr re noted below.
O PERATING  EXP E N D ITU R E S FY 2003 FY 2004 FY 2005 FY 2005 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

30.0 30.0 30.0 30.0 30.0 30.0
5.0 5.0 5.0 5.0 5.0 5.0
1.5
0.5 0.5 0.5 0.5 0.5 0.5

TO TA L O PER A TIN G 37.0 35.5 35.5 35.5 35.5 35.5

CA PITAL E X PEN D ITU R ES | | |

CH ANG E IN R E VEN U ES ( ) | | I I I

FUND SO URC E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

37.0 35.5 35.5 35.5 35.5 35.5

TO TA L 37.0 35.5 35.5 35.5 35.5 35.5

Estim ate o f any curren t year (FY2002) cost:
C heck th is  box (X ) if fund ing  for th is bill is include

PO SITIO N S

0.0
ernor's  FY 2003 budget proposal:d in the Gov

Full-time
Part-time
Temporary

A N ALYSIS: (Attach a separata page If necessary)

Funding is requested fore a part-time Agricultural Inspector I position. In addition, funding is requested for 
training, travel to conduct Inspections and certifications, and supplies.

Phone
Date/Time 5/7/03 9:43 AM

Date 5/7/2003

Date 5/7/2003

Page 1 of



A L A S K A  S T A T E  L E G I S L A T U R E

Chair:
! louse Finance Subcommittees for, 
Department o f  Public Safety 
Department o f  Law

Session: 
Alaska State Capitol 

Juneau, AK WHOM 182 
Phone: (907) 465-1958 

Fax: (907) 465-4928

Member:
I louse Finance Commit: :e 
Legislative Council

In te rim : 
PO Box 464 

Chugiak, AK  99567

S p o n s o r  S ta te m e n t  
fo r

H o u s e  B ill  2 2 6

“A n  A c t re la tin g  to the sa le , o ffe r  for sa le , rep resen tation , and la b e lin g  o f  fo o d  or other  
agricu ltural p rod u cts as org a n ic , and to the sta te  organ ic  cer tifica tio n  program ; 

and p ro v id in g  for an e f fe c t iv e  d a te .”

In 2 0 0 1  the final ru le for the federal d e fin itio n  o f  “organ ic  ’ w a s adopted; the law  a llo w e d  for a 
transition  p eriod  from  m id -2 0 0 1  to O ctober, 2 0 0 2 , g iv in g  sta tes 14 m on th s to c o m e  in to  lin e  w ith  
the fed era l d e fin it io n  o f  organ ic. H o u se  B ill 4 3 2  w a s in troduced  in  A p ril o f  2 0 0 2 , and it 
co n ta in ed  la n g u a g e  to m a k e  th is ch a n g e . It d id  not p ass b efo re  the tw e n ty -se c o n d  le g is la t iv e  
se s s io n  ad jou rn ed , y et the n eed  for the ch a n g e  still lingers.

H o u se  B il l  2 2 6  is  s im p ly  a m easu re to bring the state o f  A la sk a ’s d e fin it io n  o f  organ ic  
agricu ltural p rod u cts in  lin e  w ith  the federal d e fin itio n . It w o u ld  create  an A la sk a  organ ic  
cer tifica tio n  program , p ro v id in g  in -sta te  certifica tion  for org a n ic  agricu ltural producers, 
p ro cesso rs, and handlers.

A t th is  tim e  o rg a n ic  operators are p a y in g  to fly  cer tifica tio n  sp e c ia lis ts  to A la sk a  w h o s e  fee s  m ay  
b e as h ig h  a s  $ 1 ,5 0 0  to $ 3 ,0 0 0  to  v er ify  A lask an  op era tion s c o m p ly  w ith  the federal organ ic  
standards. W ith  the p a ssa g e  o f  H B  2 2 6 , q u a lified  in sp ectors w o u ld  c o m p le te  th e  in sp ec tio n  
p ro cess , w ith  the final certifica tio n  p ro cess  b e in g  perform ed b y  a d es ig n a ted  sta te  o ff ic ia l.

1 ask  for y o u r  co n sid era tio n  and support o f  FIB 2 2 6  to a llev ia te  the u n n ecessa ry  burden  on  
o rg a n ic  agricu ltural operators for the ex p en se , and tim in g  is su e s , created  b y  not h a v in g  an 
A la sk a n  o rg a n ic  cer tifica tio n  program .

DISTRICT 16

BIRCHWOOD • BUTTE • CHUGIAK • EKLUTNA ■ FAIRVIEW LOOP 
KNIK RIVER ROAD • LAZY MOUNTAIN • PALMER •  PETERS CREEK



F I S C A L  N O T E

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Organic Food____________

Fiscal Note Number
Bill Version:
(H) Publish Date:
Dept. Affected: 

'BRU

1
HB 226
4/10/03

Natural Resources
Agricultural Development

Component Agricultural Development
Sponsor Reps. Stoltze, Gatto, Harris, Wilson
Requester (H) RES_______________________

E xpenditures/R evenues

Component No. 

(Thousands o f Dollars)

455

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

30.0 30.0 30.0 30.0 30.0 30.0
5.0 3.0 3.0 3.0 3.0 3.0
1.5
0.5 0.5 0.5 0.5 0.5 0.5

TOTAL OPERATING 37.0 33.5 33.5 33.5 33.5 33.5

CAPITAL EXPENDITURES

z z eICHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

37.0 33.5 33.5 33.5 33.5 33.5

TOTAL 37.0 33.5 33.5 33.5 33.5 33.5

Estimate o f any current year (FY2003) cost: 0.0
Mark this box (X) If funding for this bill is Included in the Governor’s FY 2004 budget proposal: 

POSITIONS
Full-time
Part-time 1 1 1 1 1 1
Temporary

ANALYSIS: (Attach a separate page if  necessary)

Funding is requested fo r a part-time Agricultural Inspector I position. In addition, funding is requested for 
training, travel to conduct inspections and certifications, and supplies.

Prepared by: 
Division

Approved by: 
Agency

Dean Brown Phone 761-3B67
Agriculture Date/Time 4/8/2003

Tom Irwin. Commissioner Date 4/8/2003
Natural Resources

(Ravtiad 9/2002 OMB) Page 1 of 1__
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LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capito' 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M A pril 7 , 2 0 0 3

S U B J E C T : O rgan ic  food ; se c tio n a l su m m ary  (H B 2 2 6 )

T O : R ep resen ta tiv e  B ill  S to lt z e  
A ttn: Barbara B itn e y

F R O M :
D irec to r

S e c . 1. P roh ib its  a p erson  from  se llin g  or la b e lin g  an agricu ltural p rod u ct as "organic"  
u n less it has been  cer tif ied  under federal law  or under the sta te  o rg a n ic  certifica tion  

program  esta b lish ed  in th is  b ill.

S e c . 2 . P erm its the D ep a rtm en t o f  N atural R e so u r c e s  to  e s ta b lish  a state organ ic  
certifica tion  program  fo r  agricultural products that m ee t fed era l req u irem en ts fo r  
approval. P erm its the departm ent to  ap p ly  fo r  accred ita tion  as c e r tify in g  agen t under  

federal law .

S e c . 3. P erm its the ad op tion  o f  regu la tion s to carry ou t th is ch ap ter  on  organ ic  fo o d s  
(A S  0 3 .5 8 )  and to esta b lish  fe e s  for se r v ic e s  p ro v id ed  b y  the departm ent.

S e c . 4 . P ro v id es that the sec tio n  d ea lin g  w ith  en fo rcem en t is  in  ad d ition  to rem ed ies  
a va ilab le  under federal la w .

S e c . 5 . P ro v id es that the ch ap ter d o es  not app ly  to m eat, fish , or p ou ltry . A S  1 7 .0 6 .0 1 0 -
1 7 .0 6 .0 7 0 , n o t ch a n g ed  in  th is b ill, a p p lie s  to the sa le  as org a n ic  o f  m eat, f ish , poultry, or  

p ro cessed  fo o d .

S e c . 7 . R ep ea ls  d e fin it io n s  that n o w  appear a p p lica b le  to th is  chapter.

S e c s . 8 and 10. P erm its the D epartm ent o f  N atural R eso u rces  to adopt regu la tion s to  
im p lem en t the ch a n g es m ad e in th is b ill, but the reg u la tio n s d o  n o t take e f fe c t  b efore the  
su b stan tive b ill se c tio n s  take e ffec t . T h is  sec tio n  is  g iv e n  an im m ed ia te  e f fe c t iv e  date.

S e c . 9. T h e  rev iso r  is  d irected  to ch a n g e  the n am e o f  the chapter.

T B C :m ed  
0 3 -3 6 9 .m ed



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M M arch  2 6 , 2 0 0 3

S U B J E C T : O rgan ic  fo o d s  (W o rk  O rder N o . 2 3 -L S 0 8 8 0 \A )

T O : R ep resen ta tiv e  B i l l  S to ltze  
A ttn: B arbara B itn e y

F R O M : T am ara B randt C o o k  
D irecto r

T h e  draft d e a lin g  w ith  o rg a n ic  fo o d s  c o n ta in s  in  b ill  se c . 6 an "applicab ility"  se c t io n  that 
p rov id es: "This chapter d o e s  n o t a p p ly  to  m eat, f ish , or poultry."  Y o u  ask  w h y  th is  
p r o v is io n  is  in c lu d ed  in  the draft, T h e  draft am en d s A S . 0 3 .5 8 . T hat ch ap ter  n o w  d o es  
n ot a p p ly  to m ea t, fish , or p ou ltry . (A S  0 3 .5 8 .0 7 0 (2 ) )  I h a v e  fo u n d  an oth er  chapter, not 
ch an ged  in  th is  draft, that d ea ls  w ith  th e  sa le  as o rg a n ic  o f  m ea t, Fish, pou ltry , and 
p ro cessed  fo o d . (A S  1 7 .0 6 .0 1 0  - 1 7 .0 6 .0 7 0 , s e e  d e f in it io n  in  A S  1 7 .0 6 .0 7 0 (2 ) )

T B C :m ed
0 3 -3 5 8 .m e d
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A P R - 0 7 - 2 0 0 S  1 1 1 1 7  PM ARCTIC ORGAHICS 9 0 7  7 « 6 i 0 0 7 P . 0  1

A laska O rganic A ssociation  
P.O . B o x  2992  

Palmer, A laska 99645

April 7 ,2 0 0 3

R epresentative B ill S to ltz*
Juneau, A laska 99811-0001

R epresentative B ill Stoltzp-

On behalf o f  the A laska O rganic A ssociation  (A O A ) I urge yo u  to pass the O rganic B ill 
HB 226  that a llow s the State o f  A laska to b ecom e accredited w ith the N ational Organic 
Program (N O P ) in order to certify Alaskan organic farms and food  products.

U ntil O ctober 2 1 ,2 0 0 2 , w hen the N ational Organic Program (N O P ) took over the 
accreditation o f  state and private agencies that certified organic operations, the A laska  
Organic A ssocia tion  perform ed the role o f  certifier in A laska. N o w , the sp ec ifics o f  the 
federal governm ent's accreditation application prohibit A O A  from  becom ing accredited  
and continuing its organic certification program. W ithout the State o f  A laska taking over 
this role, all organic growers and producers in this state w ill have to  be certified by an 
out-of-state program. Prom a marketing standpoint it w ill be devastating for A laskan  
organic grow ers and producers to have to stamp a label o f  certification from another state 
on their A laska G rown produce. It w ill also be an embarrassment to the State o f  A laska if  
it is  unable to support a loca l viable sustainable industry. This year there are organic  
growers that w ill have to certify with the W ashington State program at the exp en se  o f  
approxim ately $ 2 ,0 0 0 .0 0  or m ore. This ex cessiv e  cost elim inates som e A laskan growers 
from certifying their produce as organic w ith the Federal governm ent w hile  begrudgingly  
being paid to W ashington State by others.

P lease refer to H B 226 that specifically  addresses the issue o f  the State o f  A laska  
becom ing accredited with the federal governm ent to certify organic operations. T he  
organic grow ers in the S late o f  A laska need your support in assuring the passage o f  this 
bill so  that w e  can be certified organic here in A laska. W e n ow  face severe federal fines i f  
w e market organic produce without certification.

On behalf o f  the A laska Organic A ssociation and all organic grow ers in the State o f  
Alaska, I thank you  for your attention and support o f  this bill.

Sincerely,

River Bean, president 
A laska O rganic A ssociation



FROM : FAX NO. :    Apr. 07  2003 11:46AM P I

Washington Stale Department of Aoncultory 
Organic Food Proyrem

M M *  APPLICATION

O RG ANIC CERTIFICATION COST-SHARE PROGRAM

The Organic Certification Cost-Share Program Is designed S S ^ c S
handlers who receive and/or update their organic certification betw ' Handier1* certification costs up to a
Share payments will be limited to 75 percent of an Individual producer, processor, or handler s certification cosa, up
maximum of $500 per certification.

Only producers, processors, and handler within Washington State are eligible to receive cost-share m oueyfrom the  
Washington State Department or Agriculture (WSDA). If your certified farm or facility Is located In a state outsioe of
i n  -_   l ------a a lltl ITC* flrtT 9  3  DDll tlO fl.

CONTACT PERSON

WJSLNESS NAME

MARJNG ADOftf i i

cirr STATE ZIP

primary phone num9er ALTERNATE PHONE NUMBER

PAXNUMr£r " --- EMAIL ADDRESS

In order to receive cost-share funds, eligible producers, processor, or handlers must com plete this application 
and the W-9 form each time organic certification costs are Incurred. Certification co sts  Include those fees  
designated under chapter 15-157 WAC as “New Applicant Fee", "Facility Fee", “She Fee", and "Certification Fee". 
Export fees, late foes, and transitional certification costs are not eligible for cost-share funds.

Please fill in the amount of certification costs. Certification Costs: $______________________________

If * ° rne° ne other lhan you o r your company pays (or your certification, please list the name and phone number of the 
entity who pays the certification costs.
Kami Of̂ fchTtlV V\YiO Pavi

PMONfi NUt/atR '

P/ease c o m p le te  e n d  s u b m it  th o  e n c lo s e d  W -9 fo rm  a lo n g  w ith  th is  a p p lic a tio n . The W-9 fo rm  m u s t be  s u b m itio H  
n o rd e r  to  re c e iv e  tho  fu l l  a m o u n t a v a ila b le  u n d e r  th e  c o s t-s h a re  p ro g ra m .

Are ynu certified by Washington State Department of Agriculture? □  Yes □  No
If Yes, what is your certification number? Certification N um ber_________________ '

If No, you must be certified by a USDA accredited organic certification agency and you must attach a copy of your 
organic certificate to this application for cost-share funds.

Agreement [The person signing the application must be authorized to represent the firm.)

Signature of Representative_________    — ---------Date.

________  T itle ______________Print Name
SEND APPLICATION TO:

Washington Slate Dept of Agriculture 
PO Box <2560 

Olympia, WA 96504-2560



FROM FAX NO. Apr. 07 2003 11:43AM F I

5TATE OF WASHINGTON

DEPARTMENT OF AGRICULTURE
P.O. Box 42560 • Olympia, Washington 98504-2560 • (360) 902-1800

March 25, 2003

Application Number: 1315 State: Alaska

Mark Rempel 
Rempel Family Farm 
HC02-7344 
Palmer Ak 99645

Dear Mark Rempel:

Your application has been received. An Inspection of your facility will take place later this year.

Cost Share - Though the 2002 National Farm Bill, you are eligible to recover 75% of your 
annual certification fees up to $500. Although you are seeking certification through the 
Washington Department of Agriculture, the cost share reimbursement Is allocated through the 
Individual slates. If you choose to apply for this Cost-Share Program you must contact the 
Alaska Department of Agriculture.

If you have any questions, Please contact Rachael Jamison at (360) 902-1851, FAX (360) 902- 
2087, email: rjamison@agr.wa.gov.

Sincerely.

Richard Carr 
Organic Food Inspector

iM/vd meiUOOJlofj l*ipi'.»cOl7lW«Ao 315 rampe'.OW

mailto:rjamison@agr.wa.gov


Mark Rempel 
Rempel Family Farm

H C 0 2  B o x  7 3 4 4  
P a lm e r ,  A la s k a  9 9 6 4 5  

( 9 0 7 )  7 4 5 - 5 5 5 4  
m t r e m p e l@ m fa o n l i n e .n e t

F e b r u a r y  2 6 , 2 0 0 3

D e a r  R e p r e s e n t a t i v e  S t o lt z e :
T h a n k  y o u  f o r  y o u r  s u p p o r t  o f  A la s k a  o g r ic u l t u r e .  I h a v e  b e e n  fa rm in g  

o r g a n i c a l ly  in  t h e  M a t a n u s k a  V a l le y  f o r  o v e r  t e n  y e a r s  a n d  h a v e  b e e n  c e r t i f i e d  
o r g a n i c  b y  A la s k a  O r g a n i c  A s s o c ia t io n  s in c e  1 9 9 9 .  T h e re  a r e  s o m e  is su e s  t h a t  I 
b e l i e v e  n e e d  t o  b e e  a d d r e s s e d  s o o n  t o  k e e p  A la s k a  a g r i c u l t u r e  m o v in g  a h e a d  
a n d  n o t  h e s i t a t in g .

First, A la s k a  n e e d s  t o  b e c o m e  a c c r e d i t e d  t o  c e r t i f y  o r g a n i c  p r o d u c t s  in  
a c c o r d a n c e  w ith  t h e  U S D A  N a t i o n a l  O r g a n i c  P o l ic y .  T h e  N O P  n o w  o u t la w s  a l l  
o t h e r  s t a n d a r d s  o f  o r g a n i c  p r o d u c t i o n  in  t h e  U . S .. s o  A la s k a ’ s lo w  m u s t  c o n f o r m  
t o  th e  f e d e r a l  la w  if w e  a r e  t o  h a v e  a  S t a t e  c e r t i f y in g  p r o g r a m .

S in c e  A la s k a  h a s  n o t  c o n f o r m e d  its o r g a n i c  la w  t o  t h e  n a t i o n a l  s t a n d a r d ,  I 
a m  h a v i n g  t o  g o  o u t  o f  s t a t e  ( t o  W a s h in g t o n )  t o  m a in t a in  m y  s ta tu s  a s  a  c e r t i f i e d  
o r g a n i c  f a r m e r  f o r  th is s e a s o n .  I a m  a s h a m e d  a n d  w ill n o t  e n jo y  e x p la in in g  t o  
c u s t o m e r s  a b o u t  t h e  c h a n g e .  It a l s o  w ill c o s t  m e  a b o u t  f o u r  t im e s  a s  m u c h  a s  it 
d id  t h r o u g h  A la s k a  O r g a n i c  A s s o c ia t io n  ( 5 0 0 . 0 0  a s  o p p o s e d  t o  2 0 0 0 . 0 0 ) .

S e c o n d ,  t h e  D iv is io n  o f  A g r ic u lt u r e  n e e d s  t o  r e m a in  r e la t i v e ly  u n c h a n g e d .  
T h e re  s e e m e d  t o  b e  s o m e  n e e d  f o r  b e t t e r  p e r s o n n e l  d y n a m ic s ,  b u t  t h e  D iv is io n  
h a s  fu l f i l le d  its d e f i n e d  m is s io n  w e l l .  T h e  s u g g e s t e d  c h a n g e  o f  m is s io n  e x p r e s s e d  in  
th e  L e g is la t iv e  A u d i l c o u ld  b e  e x p lo r e d ,  b u t  t h a t  w a s  n o t  th e i r  d e f i n e d  m is s io n . I 
b e l i e v e  t h a t  I h e  c o n c lu s i o n s  o f  t h e  a u d i t o r s  w e r e  n o t  g r o u n d e d  in s o u n d  
a g r ic u l t u r e  o r  g o v e r n m e n t .  P e o p le  a r e  t h e  b e s t  e n t r e p r e n e u r s ,  n o t  g o v e r n m e n t .  
F in d in g  n e w  m a r k e t s  m a y  n e e d  s o m e  a s s i s t a n c e  b y  g o v e r n m e n t ,  b u t  le t  p e o p l e  
g r o w  t h e  in d u s t ry  a t  a  s u s t a i n a b le  p a c e  s o  t h a t  w e  d o n ' t  g e t  a n o t h e r  s i t u a t io n  
lik e  M t. M c K in le y  M e a t s , D e l t a ,  P t . M c K e n z ie ,  e t c .

W e  n e e d  t h e  D iv is io n  t o  . n t e r f a c e  w ith  t h e  U SD A . o n e  o f  t h e  la r g e s t  
f e d e r a l  d e p a r tm e n t s ,  o r  e ls e  w e  w ill n o t  b e  a b l e  t o  e f f e c t i v e ly  i n t e r f a c e  w ith  t h a t  
a s p e c t  o f  t h e  F e d e r a l  G o v e r n m e n t .  N o t  o n fy  fa rm e r s  w o u ld  lo s e  if t h a t  fe l l a p a r t .

W e  n e e d  t h e  D iv is io n  f o r  i n s p e c t o r  s e r v ic e s . P o t a t o  g r o w e r s ,  o r g a n i c  
g r o w e r s ,  a n d  t h e  fish in g  in d u s t ry  n e e d  in s p e c t o r s  t h a t  a r e  a c c e s s i b le  a n d  n o t  
p e r ip h e r a l  t o  s o m e  o t h e r  a g e n c y .

W e  n e e d  t h e  D iv is io n  a s  a  c o h e s i v e  f a c e  f o r  e x is t in g  a n d  p r o s p e c t i v e  
fa rm e r s  t o  d e a l  w ith  w h e n  t h e y  n e e d  r e g u la t o r y  g u i d a n c e ,  in fo rm a t io n ,  a n d  
p r o t e c t i o n .  D e a l in g  w ith  g o v e r n m e n t  is r a r e ly  e a s y  a n d  t o  s c a t t e r  it a s  p r o p o s e d  
b y  t h e  L e g is la t iv e  A u d it  w o u ld  b e  v e r y  h a r d  o n  c u r r e n t  A la s k a  A g r ic u lt u r e  le t  
a l o n e  im p r o v in g  its fu t u r e .

mailto:mtrempel@mfaonline.net


I a m  o p p o s e d  1 o  h a v in g  a n o t h e r  b u r e a u c r a t  d i r e c t o r  in  t h e  D iv is io n  o f  
A g r ic u lt u r e . W e  n e e d  a  f a rm e r .  L a r ry  D eV ilb is s  h a s  f a r m e d  m a n y  d i f f e r e n t  c r o p s  
in t h e  M a t a n u s k a  V a l le y  s u c c e s s fu l ly ,  h e  is w e l l  l i k e d  b y  f e l l o w  fa rm e r s  
( c o n v e n t i o n a l  a n d  o r g a n i c  a l i k e )  a n d  h e  u n d e r s t a n d s  g o v e r n m e n t  w e l l .  P le a s e ,  
a p p o in t  a n d  c o n f i rm  L a r ry  D e V ilb is s  D i r e c t o r  o f  D iv is io n  o f  A g r ic u lt u r e .

S in c e r e ly ,
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Finance Committee considered HOUSE BILL NO. 226 

HB 226 ORGANIC FOOD

o

"An Act relating to the sale, offer for sale, representation, and labeling of food or other agricultural products 
as organic, and to the state organic certification program; and providing for an effective date."
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F I S C A L  N O T E

STATE  O F  A LA SK A
2002 L E G IS L A T IV E  SESS IO N

Revision Date/Time (Note if correction): 
Title Organic Food

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

Dept. Affected:
’ BRU

SENATl- .-'iMtiMCt 
  COMMITEP. ’

M A Y  1 fi 2003

HB 226
5/7/2003

Natural Resources

Sponsor
Requester

Rep. Stoltze. Gatto, Harris, Wilson

Agricultural Development 
Component Agricultural Development

E xpenditures/R evenues

Component No. 

(Thousands of Dollars)

455

Note: Amounts do not include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 30.0 30.0 30.0 30.0 30.0 30.0
Travel 5.0 5.0 5.0 5.0 5.0 5.0
Contractual 1.5
Supplies 0.5 0.5 0.5 0.5 0.5 0.5
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 37.0 35.5 35.5 35.5 35.5 35.5

CAPITAL EXPENDITURES | )

CHANGE IN REVENUES ( ) | |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 37.0 35.5 35.5 35.5 35.5 35.5
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 37.0 35.5 35.5 35.5 35.5 35.5

Estimate of any current year (FY2002) cost: 0.0
Check this bo < (X) if funding for this bit' is included in the Governor’s FY 2003 budget proposal: ” 1

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)

Funding is requested fore a part-time Agricultural Inspector I position. In addition, funding is requested for 
training, travel to conduct inspections and certifications, and supplies.

Prepared by: House Finance Committee

Approved by: _______________________

Approved by:

Phone
Date/Time 5/7/03 10:33 AM

Date 5/7/2003
Rep. Williams

Date 5/7/2003
Rep. Harris

(Routed 9/2001 OMB) Page 1 o f  1__
;V7E£ COPY



A L A S K A  S T A T E  L E G I S L A T U R E

Chair:
I louse Finance Subcommittees fort 
Department o f Public Safety 
Department o f Law

Session: 
Alaska State Capitol 

Juneau, AK 90801-1182 
Phone: (907) 465-1958 

Fax: (907) 465-4928

Member:
I louse Finance Committee 
legislative Council

In te rim ; 
PO Box 464 

Chugiak, AK 99567

S p o n s o r  S ta te m e n t  
fo r

H o u se  B il l  2 2 6

“A n  A ct re la tin g  to the sa le , o ffer  for sa le , representation , and la b e lin g  o f  fo o d  or o th er  
agricu ltural p rod u cts as organ ic , and to the state organ ic  certifica tio n  program ; 

and p rov id in g  for an e f fe c t iv e  d ate.”

In 2001 th e  fin a l ru le for the federal d e fin itio n  o f  “o rgan ic” w a s  adopted; the law  a llo w e d  for a 
transition  p eriod  from  m id -2 0 0 1  to O ctober, 2 0 0 2 , g iv in g  sta tes 14 m o n th s to co m e  in to  lin e  w ith  
the federal d e fin itio n  o f  o rgan ic . H o u se  B ill 4 3 2  w a s in troduced  in  A pril o f  2 0 0 2 , and it 
co n ta in ed  la n g u a g e  to m a k e  th is ch an ge. It d id  n o t p ass b efore  th e  tw en ty -seco n d  le g is la t iv e  
se ss io n  adjourned , y et the n eed  for th e  ch a n g e  s t ill lingers.

H o u se  B ill 2 2 6  is  s im p ly  a m easu re to bring the sta te  o f  A la sk a ’s d efin itio n  o f  organ ic  
agricultural products in lin e  w ith  the federal d e fin itio n . It w o u ld  create  an A la sk a  organ ic  
c er tifica tio n  program , p ro v id in g  in -sta te  certifica tio n  for org a n ic  agricultural producers, 
p ro cesso rs, and handlers.

A t th is tim e  organ ic  operators are p a y in g  to fly  cer tifica tio n  sp e c ia lis ts  to A la sk a  w h o se  fe e s  m a y  
b e  as h ig h  as $ 1 ,5 0 0  to $ 3 ,0 0 0  to v er ify  A lask an  op eration s c o m p ly  w ith  the federal organ ic  
standards. W ith  the p a ssa g e  o f  H B  2 2 6 , q u a lified  in sp ectors w o u ld  co m p le te  the in sp ectio n  
p ro cess , w ith  the final certifica tio n  p ro cess  b e in g  p erform ed  b y  a d esig n a ted  state o ff ic ia l.

I ask  for you r con sid era tio n  and support o f  H B  2 2 6  to a llev ia te  the u n n ecessa ry  burden  on  
o rgan ic  agricu ltural operators for the e x p en se , and tim in g  issu e s , created b y  n o t h a v in g  an  
A la sk a n  o rg a n ic  certifica tion  program .

DISTRICT 16

B1RCUWOOD •  13UTTE • CIIUGIAK •  EKLUTNA • FAIRVIEW LOOI> 
KNIK RIVER ROAD • LAZY MOUNTAIN • PALMER • PETERS CREEK



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M A pril 7 , 2 0 0 3

S U B J E C T : O rgan ic  food; se c tio n a l su m m ary  (H B 2 2 6 )

T O : R ep resen ta tiv e  B ill  S to l t z e  
A ttn: Barbara B itn e y

F R O M : T am ara  B randt Cot C S  
D irecto rD irec to r

S e c . 1. P ro h ib its  a p erson  from  se ll in g  or la b e lin g  an agricultural product as "organic" 
u n less  it h as b een  c e r tif ied  under federal la w  or under the state org a n ic  certifica tion  
program  e s ta b lish e d  in th is  b ill.

S e c . 2 . P erm its  the D ep artm en t o f  N atural R eso u rces  to e sta b lish  a state organ ic  
certifica tio n  program  fo r  agricu ltural prod u cts that m eet federal req u irem en ts for  
approval. P erm its  the departm ent to  ap p ly  for  accred ita tion  as ce r tify in g  agent under  
federal la w .

S e c  3. P erm its  the ad op tion  o f  reg u la tio n s to carry ou t th is chapter on  organ ic  fo o d s  
(A S  u j . 5 8 )  and to esta b lish  fee s  fo r  se r v ic e s  p rov id ed  by the departm ent.

S e c . 4 . P r o v id e s  that the sec tio n  d ea lin g  w ith  en fo rcem en t is  in ad d ition  to rem ed ies  
a va ilab le  u n d er federal la w .

S e c . 5. P r o v id e s  that the chapter d o e s  not ap p ly  to m eat, fish , or pou ltry . A S  1 7 .0 6 .0 1 0 -
1 7 .0 6 .0 7 0 , n o t ch a n g ed  in  th is b ill, a p p lies  to  the sa le  as organ ic  o f  m eat, f ish , poultry, or  

p ro cessed  fo o d .

S e c . 7 . R e p e a ls  d e fin it io n s  that n ow  appear ap p lica b le  to  th is chapter.

S e c s . 8 a n d  1 0 . P erm its the D ep artm en t o f  N atural R eso u rces  to adopt regu la tion s to 
im p lem en t th e  c h a n g e s  m ad e in  th is b ill, but the regu la tion s d o  not take e f fe c t  b efo re  the 
su b stan tive  b ill se c t io n s  take e ffe c t . T h is  sec tio n  is g iv e n  an im m ed ia te  e f fe c t iv e  date.

S e c . 9. T h e  r e v iso r  is d irected  to ch a n g e  the n am e o f  the chapter.

T B C :m ed  
0 3 -3 6 9 .m ed



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M M arch  2 6 , 2 0 0 3

S U B J E C T : O ig a n ic  fo o d s  (W ork  O rder N o . 2 3 -L S 0 8 8 0 \A )

TO: R ep resen ta tive  B il l  S to ltz e  
A ttn: Barbara B itn e y

FROM: T am ara B randt C o o k  
D irecto r

T h e draft d e a lin g  w ith  o rgan ic  fo o d s  co n ta in s in  b il l  sec . 6 an  "applicability"  se c t io n  that 
provides: "This chapter d o e s  not ap p ly  to m ea t, fish , or poultry."  Y o u  a sk  w h y  th is  
p ro v isio n  is  in c lu d ed  in  the draft. T h e  draft a m en d s A S . 0 3 .5 8 . T hat ch ap ter  n o w  d o es  
not ap p ly  to  m eat, fish , or  p ou ltry . (A S  0 3 .5 8 .0 7 0 (2 ) )  I h a v e  fou n d  an oth er chapter, not  
ch an ged  in  th is  draft, that d ea ls  w ith  the sa le  a s  organ ic  o f  m eat, f ish , p ou ltry , and  
p ro cessed  fo o d . (A S  1 7 .0 6 .0 1 0  - 1 7 .0 6 .0 7 0 , s e e  d e fin it io n  in  A S  1 7 .0 6 .0 7 0 (2 ) )

T B C :m ed
0 3 -3 5 8 .m e d
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Alaska Organic A ssociation  
P.O. B o x  2992  

Palmer, A laska 99645

April 7 ,2 0 0 3

R epresentative B ill S to ltz e  
Juneau, A laska 99811-0001

R epresentative B ill Stoltzp.

On b eh a lf o f  the A laska Organic A ssociation (A O A ) I urge you to pass the O rganic B ill 
HB 2 2 6  that a llow s the State o f  Alaska to becom e accredited with the N ational Organic 
Program (N O P) in order to certify Alaskan organic farms and food  products.

U ntil O ctober 2 1 ,2 0 0 2 , when the N ational Organic Program (N O P ) took over the 
accreditation o f  state and private agencies that certified organio operations, the A laska  
Organic A ssociation  performed the role o f  certifier in A laska. N o w , the sp ec ifics o f  the 
federal governm ent's accreditation application prohibit A O A  from  becom ing accredited  
and continuing its organic certification program. W ithout the State o f  Alaska taking over 
this role, all organic growers and producers in this state w ill have to b e certified by an 
out-of-state program. From  a marketing standpoint it w ill be devastating for A laskan  
organic growers and producers to have to stamp a label o f  certification from  another state 
on their A laska G rown produce. It w ill also b e an embarrassment to the State o f  A laska if 
it is unable to support a local viable sustainable ;idustry. T his year there are organic  
growers that w ill have to certify with the W ashington State program at the exp en se  of 
approxim ately $ 2 ,0 0 0 .0 0  or more. This excessive  cost elim inates som e A laskan growers 
from certifying their produce as organic w ith the Federal governm ent w hile begrudgingly  
being paid to W ashington State by others.

P lease refer to H B  226 that specifically addresses t l . : issu e  o f  the State o f  A laska  
becom ing accredited with the federal governm ent to certify organic operations. T he  
organic grow ers in the Slate o f  A laska need your support in assuring the passage o f  this 
bill so  that w e can be certified organic here in A laska. W e now  face severe federal fines i f  
w e market organic produce without certification.

On behalf o f  the A laska Organic A ssociation and all organic grow ers in the State o f  
A laska, I thank you  for your attention and support o f  this bill.

S incerely,

River B ean, president 
A laska O rganic A ssociation



Mark Rempel 
Rempel Family Farm

H C 0 2  B o x  7 3 4 4  
P a lm e r .  A la s k a  9 9 6 4 5  

( 9 0 7 )  7 4 5 - 5 5 5 4  
m t r e m p d @ m t a o n l i n e .n e t

F e b r u a r y  2 6 , 2 0 0 3

D e a r  R e p r e s e n t a t i v e  S t o lt z e :
T h a n k  y o u  f o r  y o u r  s u p p o r t  o f  A la s k a  a g r ic u l t u r e .  I h a v e  b e e n  fa rm in g  

o r g a n i c a l ly  in  t h e  M a t a n u s k a  V a l le y  f o r  o v e r  t e n  y e a r s  a n d  h a v e  b e e n  c e r t i f i e d  
o r g a n i c  b y  A la s k a  O r g a n i c  A s s o c ia t io n  s in c e  1 9 9 9 .  T h e re  a r e  s o m e  issues t h a t  1 
b e l i e v e  n e e d  t o  b e e  a d d r e s s e d  s o o n  t o  k e e p  A la s k a  a g r i c u l t u r e  m o v in g  a h e a d  
a n d  n o t  h e s i t a t in g .

First, A la s k a  n e e d s  t o  b e c o m e  a c c r e d i t e d  t o  c e r t i f y  o r g a n i c  p r o d u c t s  in  
a c c o r d a n c e  w ith  t h e  U SD A  N a t i o n a l O r g a n i c  P o l ic y .  T h e  N O P  n o w  o u t la w s  a l l  
o t h e r  s t a n d a r d s  o f  o r g a n i c  p r o d u c t i o n  in  t h e  11. S .. s o  A la s k a ’ s l a w  m u s t  c o n f o r m  
t o  t h e  f e d e r a l  l a w  if w e  a r e  t o  h a v e  a  S t a t e  c e r t i f y in g  p r o g r a m .

S in c e  A la s k a  h a s  n o t  c o n f o r m e d  its o r g a n i c  la w  t o  t h e  n a t i o n a l  s t a n d a r d ,  1 
a m  h a v in g  t o  g o  o u t  o f  s t a t e  ( t o  W a s h in g t o n )  t o  m a in t a in  m y  s t a t u s  a s  a  c e r t i f i e d  
o r g a n i c  f a n n e r  f o r  this s e a s o n .  1 a m  a s h a m e d  a n d  w ill n o t  e n j o y  e x p la in in g  t o  
c u s t o m e r s  a b o u t  t h e  c h a n g e .  It a l s o  w ill c o s t  m e  a b o u t  f o u r  t im e s  a s  m u c h  a s  it 
d id  t h r o u g h  A la s k a  O r g a n i c  A s s o c ia t io n  ( 5 0 0 . 0 0  a s  o p p o s e d  t o  2 0 0 0 . 0 0 ) .

S e c o n d ,  t h e  D iv is io n  o f  A g r ic u lt u r e  n e e d s  t o  r e m a in  r e la t i v e ly  u n c h a n g e d .  
T h e re  s e e m e d  t o  b e  s o m e  n e e d  f o r  b e t t e r  p e r s o n n e l  d y n a m ic s ,  b u t  t h e  D iv is io n  
h a s  fu lf i l le d  its d e f i n e d  m is s io n  w e l l .  T h e  s u g g e s t e d  c h a n g e  o f  m is s io n  e x p r e s s e d  in  
t h e  L e g is la t iv e  A u d it  c o u ld  b e  e x p lo r e d ,  b u t  t h a t  w a s  n o t  th e ir  d e f i n e d  m is s io n . I 
b e l i e v e  t h a t  t h e  c o n c lu s i o n s  o f  t h e  a u d i t o r s  w e r e  n o t  g r o u n d e d  in s o u n d  
a g r ic u l t u r e  o r  g o v e r n m e n t .  P e o p le  a r e  t h e  b e s t  e n t r e p r e n e u r s ,  n o t  g o v e r n m e n t .  
F in d in g  n e w  m a r k e t s  m a y  n e e d  s o m e  a s s i s t a n c e  b y  g o v e r n m e n t ,  b u t  le t  p e o p l e  
g r o w  t h e  in d u s t ry  a t  a  s u s t a in a b le  p a c e  s o  t h a t  w e  d o n ' t  g e t  a n o t h e r  s i t u a l i o n  
lik e  M t. M c K in le y  M e a t s ,  D e l t a ,  P t . M c K e n z ie ,  e t c .

W e  n e e d  t h e  D iv is io n  t o  i n t e r f a c e  w ith  t h e  U SD A , o n e  o f  t h e  la r g e s t  
f e d e r a l  d e p a r tm e n t s ,  o r  e l s e  w e  w ill n o t  b e  a b l e  t o  e f f e c t i v e ly  i n t e r f a c e  w ith  t h a t  
a s p e c t  o f  t h e  F e d e r a l G o v e r n m e n t .  N o t  o n ly  f a rm e r s  w o u ld  l o s e  if t h a t  fe ll a p a r t .

W e  n e e d  t h e  D iv is io n  f o r  i n s p e c t o r  s e r v ic e s .  P o t a t o  g r o w e r s ,  o r g a n i c  
g r o w e r s ,  a n d  t h e  fis h in g  in d u s t ry  n e e d  in s p e c t o r s  th aT  a r e  a c c e s s i b le  a n d  n o t  
p e r ip h e r a l  t o  s o m e  o t h e r  a g e n c y .

W e  n e e d  t h e  D iv is io n  a s  a  c o h e s i v e  f a c e  f o r  e x is i in g  a n d  p r o s p e c t i v e  
f a rm e r s  t o  d e a l  w ith  w h e n  t h e y  n e e d  r e g u la t o r y  g u i d a n c e ,  i n fo rm a t io n ,  a n d  
p r o t e c t i o n .  D e a l i n g  w ith  g o v e r n m e n t  is r a r e ly  e a s y  a n d  t o  s c a t t e r  rt a s  p r o p o s e d  
b y  t h e  L e g is la t iv e  A u d it  w o u ld  b e  v e r y  h a r d  o n  c u r r e n t  A la s k a  A g r ic u lt u r e  le t  
a l o n e  im p r o v in g  its fu t u r e .

mailto:mtrempd@mtaonline.net


I a m  o p p o s e d  to  h a v in g  a n o th e r  b u r e a u c r a t d irector  in t h e  Division o f  
A griculture. W e  n e e d  a  farm er. Larry DeVilbiss h a s  fa r m e d  m a n y  d ifferent c r o p s  
in t h e  M atan u sk a  V a lley  su ccessfu lly , h e  is w ell liked b y  fe llo w  farm ers 
(c o n v e n tio n a l a n d  o r g a n ic  alike) a n d  h e  u n d ersta n d s g o v e r n m e n t  w ell. P le a se , 
a p p o in t  a n d  confirm  Larry DeVilbiss D irector o f  Division o f  A griculture.
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FROM FA X NO. A p r . 0 7  2 0 0 3  1 1 :4 3 A M  P I

STATE OF WASHINGTON

DEPARTMENT OF AGRICULTURE
P.O. Box 42560 • Otyrrph, Washington 98504-2560 • (360) 902-1800

M arch 25 , 2003

Application Number: 1 3 1 5

Mark Rem pel 
Rem pel Family Farm 
H C 0 2-734 4  
Palmer Ak 99645

Dear Mark R em pel:

Your application h a s been received. An Inspection of your facility will take place later th is year.

Cost Share - Though the 2002 National Farm Bill, you are eligible to recover 7 5 %  o f your 
annual certification fe e s  up to $500. Although you are seek ing  certification through the 
W ashington Department of Agriculture, the co st  sha re  reim bursem ent Is  allocated through the 
Individual sta te s. If you ch o o se  to apply for th is C ost-Share Program you m ust contact the 

A laska Department of Agriculture.

If you have any q u e stio n s, P lea se  contact Rachael Ja m iso n  at (360) 9 0 2 -19 5 1, FAX (360) 902- 

2 0 87, email: r ja m lson@ agr.w a .gov .

S in ce re ly ,

R ichard Carr 
O iga n ic Food In sp ector

me»U003\<rt> srpJ'«C ItrjVwMo W1J16Fimptl.tte

mailto:rjamlson@agr.wa.gov
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f r o m  : FAX NO. :—  -------------— ------------ - ■ 3 H pr. 07 2003 11 .‘ 46AM P I
Washington Stale Department of Agrculturv 

Organic Food Program

m om  a p p lic a tio n

ORGANIC CERTIFICATION COST-SHARE PROGRAM

The Oraanic Certification Cost-Share Program Is designed to provide assistance to organic producers. P re s s o rs , and 
handled who receive and/or ur ,ate their organic certification between October 1, 2002 and Septetrn be, ^ . ■ a
Share payments will be limited to 76 percent of an Individual producer, processor, or handler s certification cos , p
maximum of $500 per certification.

Only producers, processors, and handler within Washington State are eligible to receive cost-share money from the 
Washington State Department of Agriculture (WSDA). If your certified farm or facility Is located In a state outside or 
Washington State, you must contact your state department of agriculture for a cost-share application.

CONTACT PERSON

BUSINESS NAME

M/ULlNG A oo a e s s

CiTY 4YXT6 z ip

P h IUARV Pn o n E NUV8ER alte r n ate  p h o n e  Nu m b er

r f ixw jaS ih  . . . . .  — -  ------------- e m m l / o s r e m

In order to receive cost-share funds, eligible p ro du cer*, processor, o r handlers m ust com plete th is application  
and the W -9 form  each tim e organ ic certification costs are Incurred. Certification costs Include those fees  
designated under chapter 15-157 W A C  as “ New Applicant Fee", "Fac ility  Fee", “Site Fee", and "Certification Fee”, 
Export fees, late fees, and trans itiona l certification c o its  are not e lig ib le fo r cost-share funds.

Please fill in the amount of certification costs. Certification Costs: $_______________________

lfn̂ m“ ne other than you or your company pays for your certification, please list the name and phone number of the 
entity who pays the certification costs.

*E Of J n t t t v  W no  PArC '    — —----------------- — >MCNt NUMBtR

Are you certified by Washington State Department o f Agriculture? □  Yes □  No
If Yes, what is your certification number? Certification Number; _

If No, you must be certified by a USDA accredited organic certification agency and you must attach a copy of your 
organic certificate to this application for cost-share funds.

Agreement [The person signing the application must be authorized to represent the firm.)

Slgnaturo of Representative          c,ate--------------------------------

T itle .
i
} Print Nam e    —
f
£ SFND APPLICATION TO:

Washington Stole Dept of Agriculture 
PO Box 42560

— Olymple, WA 98504-2560
aoc



D A T E :  5 /1 0 / 0 3

R e so u r c e s  C om m ittee  c o n s id e re d

D A T E  T U R N E D  

IN T O  O F F IC E :

H O U S E  B IL L  N O . 2 2 6  

HB 2 2 6  O R G A N IC  FO O D

S E N A T E  C O M M IT T E E  R E P O R T

F U R T H E R :  F i n a n c e

"An A ct relating to the sa le , o ffe r fo r sa le , rep re sen ta tion , and labeling of food or o th er agricultural p ro d u cts 

a s  o rg a n ic , and to the sta te  o rg a n ic  certifica tion  program ; and provid ing for an e ffective  date."

and re co m m e n d s: 

be replaced with 

aoopt previous _

(

CS

CS

attached am endm ent(s) 

adopt Letter of Intent by 

further referra l t o ________

NEW FISCAL NOTE(S):

Departm ent Data F isc a l Z e ro FN#

[ ] APPROPRIATION - no fisca l note

Senate Bill:
[ ] sa m e t it l?

_) [ j new  title 
House Bill:

.)  [ ] sa m e  title 

[ ] te ch n ica l title 
[ ] new : S C R  # _

C om m ittee

Com m ittee 

PREVIOUS FISCAL NOTE(S):

I  Departm ent Date F isca l Z e ro FN#

k ^ / X

I

W a ^ j w

Otflbon
L in c o ln

e l t o n

IS IG N ^U R E S  AND RECOMMENDATIONS:
I {-->

DO
PASS

Do Not 
Pass

No Rec Amend |

•
lX

\ ----------- / *



s i t e  :  O F F N E T S SUBJECT OF MEETING:

COMMITTEE: S F I N
UPDATE # ;

DATE:

P L E A S E  S I G N  I N







( I D

D ate o f  C om m ittee A c tio n : . \ q 4 ______

T h e F IN A N C E  C om m ittee considered: HR 227

H O U S E  B IL L  N O . 227 D IS T R IC T  C O U R T S & SM A L L  C L A IM S

"An A ct in creasin g  the ju r isd iction a l lim it for sm all c la im s and for m agistrates from  $7,500 to $10,000; 
in crea sin g  the ju risd iction a l lim it o f  d istrict courts in certa in  civil cases from  $50 ,000  to $75,000; and am en d in g  
R u le 11(a)(4), A laska D istrict C ourt R ules o f  C ivil P roced u re, relating to serv ice o f  process for sm all claim s."
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F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number: _1_____
2003 LEGISLATIVE SESSION Bill Version: HB 227

(H) Publish Date: 1/23/04
Revision Dale/Time (Note if correction):___________________ Dept. Affected]________________________
Title District courts and small cla'ms________________ BRU  Alaska Court System
_______________________________________________________ Component ___________ Trial Courts
Sponsor House Judiciary Committee___________________ ____________________________________
Requester House Labor and Commerce__________________ Component No. 768

E xpend itures/R evenues________________________________ (Thousands of Dollars)_______________
Note: Amounts do not include inflation unless otherwise noted below.
OPFk ATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING * * • it * *

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE___________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL • m • * • *

Estimate of any current year (FY2004) cost: ’
Mark this box (X) if funding for this bill is included in the Governor’s FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necossary)
House Bill 227 will increase the jurisdictional lim it of the district court from 550,000 to $75,000 per 
defendant. The court does not anticipate a significant impact from this change. The bill also increases the 
jurisdictional limit of small claims court from 57,500 to 510,000 and allows a plaintiff to sue an out-of-state 
defendant in those cases where the claim arose in Alaska. Both changes are likely to increase the number 
of cases filed in small claims court. The cases with out-of-state defendants are likely to be more lengthy 
than would otherwise be the case. However, because the increase in the number of cases filed in small 
claims court will be partially offset by a corresponding decrease in the number of cases filed in the district 
court and because th - number of likely out-of-state defendants is unknown, the impact of the passage of 
HB 227 is too speculative to support a fiscal note at this time. If the impact turns out to be significant the 
court may return to the legislature with a request for additional funding.

Prepared by: Douglas Wooliver, Administrative Attorney_______________________ Phone 463-4750
Division Alaska Court System  Dale/Time 1/16/04 8:17 AM

Approved by: Stephanie Cole, Administrative Director_____________________  Date 1/16/2004______
Agency Alaska Court System ___________________

(Kov.ftud U’2002 OMB) Page 1 o f  1__



ALASKA STATE LEGISLATURE
Rep. Lcsil McGuire, Chair
Rep. Tom Anderson, Vice-Chair 
Rep. Dan Ogg 
Rep. Jim Holm 
Rep. Ralf n Samuels 
Rep. Les Gara 
Rep. Max Gruenberg

H o u s e  J u d i c i a r y  C o m m i t t e e

Sponsor Statement 
CSHB 227 (JUD)

" A n  A f t  in c r e a s in g  th e  ju r is d ic t io n a l l im it  fo r  s m a ll  c la .m s  a n d  fo r  m a g is tr a te s  f r o m  $ 7 ,5 0 0  
to  $ 1 0 ,0 0 0 ;  in c r e a s in g  th e  ju r is d ic t io n a l l im it  o f  d is tr ic t  c o u r ts  in  c e r ta in  c iv il  c a s e s  fr o m  
$ 5 0 ,0 0 0  to  $ 1 0 0 ,0 0 0 ;  e x p a n d in g  lh e  ju r is d ic t io n  o f  d is tr ic t  c o u r ts ;  ar a m e n d in g  R u le  
1 1 (a )(4 ) , A la s k a  D is tr ic t  C o u r t  R u le s  o f  C iv il P r o c e d u r e , r e la t in g  to  s e r v ic e  o f  p r o c e s s  fo r  
s m a ll  c la im s ."

T h e  ju r isd ic tio n a l lim it for district c o v_ts w a s last ra ised  in 1990  w hen  the leg isla tu re  
raised  the lim it  from  $ 3 5 ,0 0 0  to $ 5 0 ,0 0 0 . B y  ra isin g  the ju r isd ictio n a l lim it  from  $ 5 0 ,0 0 0  to 
$ 1 0 0 ,0 0 0 , th is b ill w ill a llo w  for in creases in in fla tion  and p ro v id e  in creased  f le x ib ility  for  
litigan ts regard ing  w h eth er  to f ile  in d istrict court or su p erior  court.

T h e  ju r isd ic tio n a l lim it  on sm all c la im s court and m agistrate court w as last raised  in  1997  
w h en  the leg is la tu re  raised  the lim it from  $ 5 0 0 0  to $ 7 5 0 0 . S m a ll c la im s court o ffers m any  
ad van tages o v er  d istrict court to  private litigan ts, in c lu d in g  le ss  form al d isco v ery  requirem ents, 
reduced  filin g  fe e s , and relaxed  evidentiary rules. T h is  b ill w ill in crease the lim it to $ 1 0 ,0 0 0 .

T h e  b ill a lso  rem o v es  proh ib itions aga in st the d istrict court hearing c la im s for fa lse  
im p rison m en t, lib e l, slander, and m a lic io u s p rosecu tion . T h e se  restrictions w ere  adopted  sh ortly  
after sta teh ood . D istr ict court ju d g es  are w e ll q u a lified  and there is no reason  to prohib it them  
from  hearing  th ese  typ es o f  ca ses .

F in a lly , the b ill w ill exp an d  sm all c la im s ju r isd ic tio n  o v er  o u t-o f-sta te  d efen d an ts. U nder  
current la w , sm all c la im s a cu o n s against ju t-o f-s ta te  d efen d an ts m ay o n ly  b e brought under the 
lan d lord -ten an t act or und ;r A S  0 9 .0 5 .0 2 0 , w h ich  au th orizes serv ice  o f  p rocess aga in st ow n ers or 
operators o f  m otor v e h ic le s  in v o lv ed  in an accid en t in the state. T h e b ill w ou ld  authorize sm all 
c la im s ju r isd ic tio n  o v er  o u t-o f-sta te  defendants under traditional long-arm  p rin c ip les. T h is  
exp an d ed  long-arm  ju r isd ic tio n  is lim ited  to  district court ju d g e s . M agistrates w ill co n tin u e  to  
lim ited  by the standards se t  forth in current law .

State Capitol, Room 120 
Juneau, AK 99801-1182 
(907) 465-4990 
Fax (907) 465-6592



ALASKA STATE LEGISLATURE
Rep. Lesii McGuire, C hair
Rep. Tom Anderson, Vice-Chair 
Rep. Dan Ogg 
Rep. Jim Holm 
Rep. Ralph Samuels 
Rep. Les Gara 
Rep. Max Gruenbcrg

H o u s e  J u d i c i a r y  C o m m i t t e e

Sectional Analysis 
CSHB 227 (JUD)

" A n  A c t  in c r e a s in g  th e  ju r is d ic t io n a l  l im it  fo r  s m a ll c la im s  a n d  fo r  m a g is tr a te s  f r o m  $ 7 ,5 0 0  
to  $ 1 0 ,0 0 0 ;  in c r e a s in g  th e  ju r is d ic t io n a l  l im it  o f  d is tr ic t  c o u r ts  in  c e r ta in  c iv il c a s e s  fr o m  
$ 5 0 ,0 0 0  to  $ 1 0 0 ,0 0 0 ;  e x p a n d in g  th e  j u r is d ic t io n  o f  d is tr ic t  c o u r ts ;  a n d  a m e n d in g  R u le  
1 1 (a ) (4 ) , A la s k a  D is tr ic t  C o u r t  R u le s  o f  C iv il P r o c e d u r e , r e la t in g  to  s e r v ic e  o f  p r o c e s s  fo r  
s m a ll  c la im s ."

S e c t io n  1 in creases the ju r isd ic tion a l lim it c c d istrict courts from  $ 5 0 ,0 0 0  to  $ 1 0 0 ,0 0 0 .

S e c t io n s  2  in crea ses  the ju r isd ictio n a l lim its  o f  the sm all c la im s court from  $ 7 5 0 0  to $ 1 0 ,0 0 0 .

S e c t io n  3  e x ten d s the ju r isd iction  o f  the d istrict court to in c lu d e  c la im s for fa lse  im p rison m en t, 
lib e l, s lan d er and m a lic io u s  p rosecu tion .

S e c t io n  4  in creases the ju risd iction a l am ount for c la im s heard by m agistrates from  $ 7 5 0 0  to  
$ 1 0 ,0 0 0 .

S e c t io n  5  p rec lu d es m agistrates from  h earin g  c a se s  brought under the exp an d ed  sm all c la im s  
ju r isd ic tio n  o v er  o u t-o f-sta te  d efen d an ts p ro v id ed  for in S ec tio n  6 o f  the b ill. M ag istra tes w ill  
c o n tin u e  to b e ab le to  hear c la im s against ou t-o f-sta te  defen d an ts o n ly  under the land lord-tenant  
a ct or in accord an ce w ith  the A S  0 9  0 5 .2 0  relating to se r v ic e  o f  p rocess on n on resid en t o w n er  or 
operator o f  m otor  v eh ic le .

S e c t io n  6 am ends D istr ic t C ourt R u le  1 1(a) to a llo w  su its in sm all c la im s court aga in st o u t-o f-  
sta te  d efendants under traditional lon g-arm  ju r isd ic tion a l authority.

S e c t io n  7  p rov id es that sec tio n s  5 and 6  o f  the b ill on ly  take e ffe c t  i f  the court rule ch a n g e  in 
se c tio n  6  o f  the b ill rece iv es  the tw o-th irds m ajority  vo te  o f  each  h ou se  required by art. IV , sec .
15 o f  the A la sk a  C on stitu tion .

State Capitol, Room 120 
Juneau, AK 99801-1182 
(907) 465-4990 
Fax (907) 465-6592
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S E N A T E  F IN A N C E  C O M M I T T E E  R E r o r t T M A Y  0 4 Z004

SEN A TE  l-IN A N CE  
CO M M ITEE

D A T E  T U R N E D  

IN T O  O F F IC E

F in a nce  C om m ittee co n sid e re d  C S  F O R  H O U S E  B ILL  NO. 2 2 7 ( JU D )

HB 2 2 7  D IS T R IC T  C O U R T S  & S M A L L  C L A IM S

"An A ct in c re a sin g  the ju risd ictio na l limit fo r sm a ll c la im s and for m a g istra te s from  $7 ,5 0 0  to $ 10 ,0 0 0 ; 
in c re a sin g  the ju risd ictio na l limit of d istrict co u rts in certa in  civ il c a s e s  from  $50 ,000 to $10 0 ,0 0 0 ; expand ing  
the ju risd ictio n  of d istr ict co u rts; lim iting m a g istra te s from  hearing  certa in  sm a ll c la im s c a s e s ;  and am ending 

R u le  1 1  (a)(4), A la sk a  D istrict Court R u le s  of C ivil P roced ure , relating to se r v ic e  of p r o c e s s  for sm a ll c la im s."

and re co m m e n d s:

[ ] be replaced w ith __________  CS   (_________ )

[ ] adopt prev ious  CS   (_________ )

[ ] attached am endm ent(s)

[ ] adopt Letter of Intent by _____________________________________  C om m ittee

[ ] further referral to ________________________________________ Com m ittee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Senate Bill:
[ ] Sa m e Title 
[ ] New Title

House Bill:
[ ] Sa m e Title 
[ ] T ech n ica l T itle 

Change 
[ ] New Title  w/ 

S C R # _______

Departm ent Date F isca l Indet. Z e ro . FN# Departm ent Date F isca l Indet. Z e ro FN#

C . T '  ' * 7

[ ] APPROPRIATION - no fiscal note

Do
P a s s

D o  N o t  
P a s s N o  R e c A m e n d

i S

SIGNATURES AND.RECOMMENDATIONS:

COCHAIR

COCHAIRf
/ / w .

/  L u J tiL .— .



R E P O R T E D  o u t
r-

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING * * * 9 *

CAPITAL EXPENDITURES__________ |__________ __________ ]___________I__________  [

|CHANGE IN REVENUES ( ) 1 | | | | |

FUND SOURCE__________________________________________ (Thousands of Dollars)____________

F I S C A L  N O T E

STATE OF A LASK A
2003 LEG ISLA TIV E SESSIO N

Revision Date/Time (Note if correction): 
Title District courts and small claims

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

Dept. Affected:
’ BRU _
Component

M A Y  0 4 2004

SENATE rINANCE 
COMMITEE

CSHB 227(JUD)
4/19/04

Alaska Court System
Trial Courts

Sponsor
Requester

House Judiciary Committee

Expenditures/R evenues

Component No. 

(Thousands of Dollars)

768

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL • 9 • * * •

Estimate of any current year (FY2004) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
Committee Substitute for HB 227 will increase the jurisdictional lim it o f the district court from $50,000 to 
$100,000 per defendant. The bill also increases the jurisdictional limit o f small claims court from $7,500 to 
$10,000 and allows a plaintiff in small claims court greater ability >o sue an out-of-state defendant. Both 
changes to small claims court are likely to increase the number o f cases filed. The cases with out-of-state 
defendants are likely to be more lengthy than would otherwise be the case. However, because the increase 
in the number of cases filed in small claims court will be partially offset by a corresponding decrease in the 
number of cases filed in the district court and because the number of likely out-of-state defendants is 
unknown, the impact o f the passage of CSHB 227 is too speculative to support a fisc 1  note at this time. If 
the impact turns out to be significant the court may return to the legislature with a request for additional 
funding.

Prepared by: Douglas Wooliypr, Administrative Attorney__________________  Phone 463-4750
Division Alaska Court System  Date/Time 4/7/04 12:10 PM

Approved by: Stephanie Cole, Administrative Director____________________  Date_4/7/2004________
Agency Alaska Court System____________________________________

(Rovisodo/roo2 omb) /-'vi i t  j |- ,   Page 1 o f__ 1COMMITTEE COPY



ALASKA STATE LEGISLATURE
Rep. Lcsil McGuire, Chair
Rep. Tom Anderson, Vice-Chair
Rep. Dan Ogg
Rep. Jim Holm
Rep. Ralph Samuels
Rep. Les Gara
Rep. Max Grucnbcrg

State Capitol, Room 120 
Juneau, AK 99801-1182 
(907) 465-4990 
F ax(907)465-6592

H o u s e  J u d i c i a r y  C o m m i t t e e

Sponsor Statement 
CSHB 227 (JUD)

" A n  A c t  in c r e a s in g  th e  ju r is d ic t io n a l  l im it  fo r  s m a ll c la im s  a n d  fo r  m a g is tr a te s  fr o m  $ 7 ,5 0 0  
to  $ 1 0 ,0 0 0 ;  in c r e a s in g  th e  ju r is d ic t io n a l  l im it  o f  d is tr ic t  c o u r ts  in  c e r ta in  c iv il c a s e s  fr o m  
$ 5 0 ,0 0 0  to  $ 1 0 0 ,0 0 0 ;  e x p a n d in g  th e  ju r is d ic t io n  o f  d is tr ic t  c o u r ts ;  a n d  a m e n d in g  R u le  
1 1 (a ) (4 ) , A la s k a  D is tr ic t  C o u r t  R u le s  o f  C iv il P r o c e d u r e , r e la t in g  to  s e r v ic e  o f  p r o c e s s  fo r  
s m a ll  c la im s ."

T h e ju r isd ic tio n a l lim it for d istrict courts w a s last raised in 1990  w h en  the leg is la tu re  
raised  the lim it  from  $ 3 5 ,0 0 0  to $ 5 0 ,0 0 0 . B y  ra ising  the ju r isd ic tion a l lim it from  $ 5 0 ,0 0 0  to  
$ 1 0 0 ,0 0 0 , th is b ill w ill a llo w  for in creases in in fla tion  and p rov id e  in creased  f le x ib ility  for  
litig a n ts  regard ing  w h eth er  to f ile  in d istrict court or superior court.

T h e  ju r isd ic tio n a l lim it on sm all c la im s court and m agistrate court w a s last raised  in 1997  
w h en  the leg is la tu re  raised the lim it from  $ 5 0 0 0  to $ 7 5 0 0 . S m a ll c la im s  court o ffers m any  
ad van tages o v e r  d istrict court to private litigan ts, in clu d in g  le ss  form al d isco v ery  requ irem ents, 
reduced  filin g  fe e s , and relaxed  ev id en tia ry  rules. T h is  bill w ill in crease  the lim it to $ 1 0 ,0 0 0 .

T h e  b ill a lso  rem o v es p roh ib ition s aga in st the d istrict court hearing c la im s for fa lse  
im p r iso n m en t, lib e l, slander, and m a lic io u s  p rosecu tion . T h ese  restriction s w ere  adopted  sh ortly  
after sta teh o o d . D istr ict ourt ju d g e s  arc w ell q u a lified  and there is no reason to prohibit them  

from  h earin g  th ese  typ es o f  ca ses .

F in a lly , the bill w ill exp an d  sm all c la im s  ju r isd ic tio n  over  o u t-o f-sta te  d efen d an ts. U n d er  
current law , sm a ll c la im s action s a g a in st o u t-o f-sta te  defen d an ts m ay o n ly  be brought under the 
lan d lo rd -len a n l act or under A S  0 9 .0 5 .0 2 0 , w h ich  au th orizes serv ice  o f  p ro cess  a g a in st o w n ers  or 
operators o f  m otor  v e h ic le s  in v o lv ed  in an accid en t in the state. T h e  bill w o u ld  au th orize sm all 
c la im s  ju r isd ic tio n  o v er  o u t-o f-sta le  d efen d an ts under traditional lon g-arm  p rin cip les. T h is  
ex p a n d ed  lon g-arm  ju r isd ic tion  is lim ited  to d istrict court ju d g es . M ag istra tes w ill co n tin u e  to 
lim ited  by th e  standards set forth in current law .



ALASKA STATE LEGISLATURE
Rep, Lesil McGuire, Chair
Rep. Tom Anderson, Vicc-Chair
Rep. Dan Ogg
Rep. Jim Holm
Rep. Ralph Samuels
Rep. Lcs Gara
Rep. Max Gnienberg

Stale Capitol, Room 120 
Juneau, AK 99801-1182 
(907) 465-4990  
F ax(907)465-6592

H o u s e  J u d i c i a r y  C o m m i t t e e

Sectional Analysis 
CSHB 227 (JUD)

" A n  A c t  in c r e a s in g  th e  ju r is d ic t io n a l lim it  fo r  s m a ll  c la im s  a n d  fo r  m a g is tr a te s  fr o m  $ 7 ,5 0 0  
to  $ 1 0 ,0 0 0 ;  in c r e a s in g  th e  ju r is d ic t io n a l  l im it  o f  d is tr ic t  c o u r ts  in  c e r ta in  c iv il c a s e s  fr o m  
$ 5 0 ,0 0 0  to  $ 1 0 0 ,0 0 0 ;  e x p a n d in g  th e  ju r is d ic t io n  o f  d is tr ic t  c o u r ts ;  a n d  a m e n d in g  R u le  
1 J (a )(4 ) , A la s k a  D is tr ic t  C o u r t  R u le s  o f  C iv il P r o c e d u r e , r e la t in g  to  s e r v ic e  o f  p r o c e s s  fo r  
s m a ll  c la im s ."

S e c t io n  1 in crea ses  the ju r isd iction a l lim it o f  d istrict courts from  $ 5 0 ,0 0 0  to $ 1 0 0 ,0 0 0 .

S e c t io n s  2  in crea ses  the ju r isd ic tion a l lim its o f  the sm all c la im s court from  $ 7 5 0 0  to $ 1 0 ,0 0 0 .

S e c t io n  3  e x te n d s  the ju r isd ic tio n  o f  the district court to  in clu d e c la im s for fa lse  im p rison m en t, 
lib e l, slan d er  and m a lic io u s  p rosecu tion .

S e c t io n  4  in crea ses  the ju r isd ic tion a l am ount for c la im s heard by m agistrates from  $ 7 5 0 0  to 
$ 1 0 ,0 0 0 .

S e c t io n  5  p rec lu d es m agistrates from  hearing ca ses  brought under the ex p a n d ed  sm all c la im s  
ju r isd ictio n  o v er  o u t-o f-sta te  defen d an ts provided  for in S ectio n  6 o f  the b ill. M ag istra tes w ill  
co n tin u e  to  b e  ab le  to hear c la im s  against ou t-o f-sta te  defen d an ts on ly  under the lan d lord -ten an t  
act or in accord an ce  w ith  the A S  0 9 .0 5 .2 0  relating to serv ice  o f  p rocess on n on resid en t o w n er  or 
operator o f  m otor  v eh ic le .

S e c t io n  6 am en d s D istr ic t C ourt R u le 1 1(a) to a llo w  su its  in sm all c la im s  court a ga in st o u t-o f-  
state d efen d a n ts  under traditional long-arm  ju r isd ic tio n a l authority.

S e c t io n  7  p ro v id es that se c tio n s  5 and 6 o f  the bill o n ly  take e f fe c t  i f  the court rule ch a n g e  in 
sec tio n  6 o f  the b ill r ece iv es  the tw o-th irds m ajority v o te  o f  each  h ou se  required by art. IV sec .
15 o i the A la sk a  C on stitu tion .


