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D e v e l o p m e n t  S p e c i a l i s t  

D i v i s i o n  o f  E c o n o m i c  E n t e r p r i s e  

D e p a r t m e n t  o f  C o m m e r c e  & E c o n o m ic  

D e v e l o p m e n t

T h e  f o l l o w i n g  w o r d i n g  is d e s i g n e d  as an a d d i t i o n  to y o u r  S e n a t e  Bill on 

A l a s k a  b u s i n e s s  p r e f e r e n c e ,  per y o u r  s u g c ^ t i u n .  The r e a s o n i n g  b eh i n d  

r e q u i r i n g  a " p e r m i t "  is to p ro v id e  the a u t h o r i z e d  m a n u f a c t u r e r s  a m ea ns  

of  i d e n t i f i c a t i o n  w h i c h  m a y  be u s e d  to p u r c h a s e  seals d i r e c t l y  f r o m  the 

p r i n t e r  as n ee ded .

I h a v e  a t t e m p t e d  to c o n s t r u c t  the w o r d i n g  so as to be r e s t r i c t i v e ,  y et  

n o t  e x c l u d e  t he p ai n t ,  p e a t  and a i r p l a n e  m a n u f a c t u r e r s ,  a m o n g  ot he rs ,  a l r e a d y  

in the State.

" I d e n t i f i c a t i o n  Seal for Ala sk a M a n u f a c t u r e r s "

A  m a n u f a c t u r e r  w ho, in his ow n plant, l o ca te d w i t h i n  the g e o g r a p h i c  

b o u n d a r i e s  o f  the S t a t e  of A l a ska , t r a n s f o r m s  r a w  m a t e r i a l s  i nt o a ne w 

f i n i s h e d  p r o d u c t  for m a r k e t i n g  to the general p ub lic , m ay  a p p l y  for a p e r m i t  

to i d e n t i f y  his p r o d u c t  w i t h  an o ffi cia l seal a u t h o r i z e d  by t h e  S tat e

c e r t i f y i n g  t h a t  p r o d u c t  as " M a n u f a c t u r e d  in A l a s k a ."

A l a s k a  c o m p a n i e s  w h o s e  f i n i sh ed  p r o d u c t  is the r e su lt  of the a s s e m b l y  of 

p r e v i o u s l y  f i n i s h e d  c o m p o n e n t s  a r e  not e l i g i b l e  to u t i l i z e  the " M a n u f a c t u r e d  

in A l a s k a "  seal. A s s e m b l y  plants w h o s e  f i n i s h e d  p r o d u c t  is p a t e n t e d  and 

is a s s e m b l e d  to its final f o r m  o n l y  in the S t a te  of A la s k a  m a y  be e l i g i b l e  

to b e a r  the " M a n f a c t u r e d  in A la s k a "  seal.

D e s i g n  of the S e a l . T he seal shall be of an  a p p . j p r i a t e  d es ign , as d e t e r­

m i n e d  by th e C o m m i s s i o n e r  w i t h  the a d v i c e  o f  the m a n u f a c t u r e r s ,  b e a r . n g

the w o r d i n g  " M a n u f a c t u r e d  in A l a s k a . "

P e r m it s  to U se  the I d e n t i f i c a t i o n  S e a l . T he  C o m m i s s i o n e r  m a y  e x a m i n e  or 

"investigate the a p p l i c a n t  to d e t e r m i n e  e l i g i b i l i t y  for a permit. The C o m­

m i s s i o n e r  shall p r e s c r i b e  the f o r m  of the seal, the a p p l i c a t i o n ,  the pe rm it ,

the p e r i o d  for w h i c h  the p e r m i t  is v al id a nd  the p r o c e d u r e  for renewal of 

the permit.

Penal t i e s

(a) A p e r s o n  w h o  k n o w i n g l y  or w i l l f u l l y  is s u es  the d o c u m e n t  fjr, o r  
a f f i x e s  or  a t t a c h e s  the i d e n t i f i c a t i o n  seal p r o v i d e d  to r in

S e c t i o n s  ________ o f  this c h a p t e r  to an a r t i c l e  k n o w i ng  that it is

n o t  an a u t h e n t i c  a r t i c l e  of A l a s k a n  m a n u f a c t u r e  is g u i l t y  of 

a m i s d e m e a n o r ,  a n d  u pon c o n v i c t i o n  is p u n i s h a b l e  by a f in e of 

n o t  m o r e  than $10,000, or by i m p r i s o n m e n t  for not m o r e  than one 

’y e a r ,  or by both.
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(b) A p e rs o n  w h o  k n o w i n g l y  or w i l l f u l l y  sells or o f f e r s  f or  sale 

an a r t i c l e  w i t h  the seal a f f i xe d  or a t t a c he d  k n o w i n g  that  the 

a r t i c l e  is n o t  an a u t h e n t i c  a r t i c l e  of Alas ka m a n u f a c t u r e ,  is 

g u i l t y  o f  a m i s d e m e a n o r ,  and upo n c o n v i c t i o n  is p u n i s h a b l e  by

a f in e o f  n o t  m o r e  than $ 10,000, o r  by i m p r i s o n m e n t  f or not m o r e  

th a n  o n e  y e a r ,  o r  by both.

(c) A  p e r s o n  w h o  w i l l f u l l y  alters , c h a n g e s,  or c o u n t e r f e i t s  an i d e n t i­

fi c a t i o n  seal o r  d o c u m e n t  is g u i l t y  of a m i s d e m e a n o r ,  an d upon 

c o n v i c t i o n . i s  p u n i s h a b l e  by a fine of n o t  m o re  than $ 10, 000 , or

by i m p r i s o n m e n t  for n o t  m o r e  tha n on e y ea r,  o r  by both.

D e f i n i t i o n s . In S e c t i o n s  of this c h a p t e r,  unle ss the c o n t e x t  o t h e r ­

w i s e  r e q ui re s :

(i) " C o m m i s s i o n e r "  m e a n s  the C o m m i s s i o n e r  o f  the D e p a r t m e n t  of  C o m m e r c e  

a n d  E c o n o m i :  D e v e l o p m e n t ;

R S W / s a 2 / 5

cc: Ron F u l l e r t o n
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"Alaska m anufacturer" means a person engaged in a business 

U  activity in the state by which he, through labor, a rt , or sk ill,M jifc s  w  .V  trans lor ms raw or partially finished materials info some kind ofarticle of trad e.



P R O P O S E D  A M E N D M E N T S  FO R  SB 114 - HOUSE JUDICIARY, A P R I L  24, 1979

1. p a g e  1, li n e  7, a f t e r  the w o r d  "Act;" i n s e r t
" a n d  t h e  i d e n t i f i c a t i o n  o f  A l a s k a  m a n u f a c t u r e d  g o o d s ; "

2 . p a g e  2, l i n e  16, a f t e r  t h e  w o r d  "has" d e l e t e  a l l  m a t e r i a l
and i n s e r t  " e x e c u t e d  an  a f f i d a v i t ,  u n d e r  p e n a l t y  of  p e r j u r y  
t h a t  no d e l i n q u e n t  t a x e s  a r e  owing, a n d  has s e n t  a c o p y
o f  t h e  a f f i d a v i t  t o  t h e  D e p a r t m e n t  o f  R e v e n u e . "

3. p a g e  2, l i n e  27, a f t e r  the w o r d  " m a t e r i a l s , "  i n s e r t  
" s e r v i c e s "

4. p a g e  3, a f t e r  line 1, i n s e r t  "(11) s u b c o n t r a c t i n g  w i l l
be p r o h i b i t e d  w i t h  b u s i n e s s e s  o u t s i d e  o f  A l a s k a . "

5. p a g e  3, line 15, a f t e r  the w o r d  " s e a l s "  i n s e r t  
"or p e r m i t  n u m b e r "

6 . p a g e  3, line 15, a f t e r  the w o r d  " g o o d s . "  i n s e r t  
" I d e n t i f i c a t i o n  s e a l s  or p e r m i t  n u m b e r s  m a y  be 
p r i n t e d  on l a b e l s  o f  g o o d s . "

7. p a g e  3, l i n e  16 & 17, d e l e t e  "The c o m m i s s i o n e r  s h a l l  
i n v e s t i g a t e  t h e  a p p l i c a n t  to d e t e r m i n e  h i s  e l i g i b i l i t y  
for the p e r m i t . "

8 . p a g e  4, li n e  18, a f t e r  the w o r d  "raw" i n s e r t
"or p a r t i a l l y  f i n i s h e d  m a t e r i a l s  i n t o  s o m e  k i n d  of 
a r t i c l e  of t r a d e . "  C a p i t a l i z e  "it" o n  l i n e  18.



The H on orable  C h a r l e s  H. P a r r  House o f  R e p r e s e n t a t i v e s  C hairm an, House J u d i c i a r y  Committee Pouch VJu n e a u ,  AK 99811 Dear Mr. P a r r :RE (S FOR SB 114 RULES) AMW hile SB 114, a s  amended, does not a f f e c t  th e  Department o f  Revenue d i r e c t l y ,  i t  i s  noted t h a t  t h e r e  would be some problem s w ith  the  amendment to AS 3 7 .0 5 .2 3 0  (5) i n  S e c t i o n  3 o f  th e  b i l l  (page 2 ,  l i n e  1 6 ) .  As amended,AS 3 7 .0 5 .2 3 0  (5) (d) r e a d s  "h a s  no d e l in q u e n t  s t a t e  t a x e s ; . . . "  T h is  amendment i s  an a d d i t i o n  o f  a q u a l i f i c a t i o n  f o r  a b id d e r  f o r  s t a t e  c o n t r a c t s  to  be an " A la s k a  b i d d e r . "There a r e  two a r e a s  t h a t  appear to  need c l a r i f i c a t i o n .  F i r s t  o f  a l l ,  what i s  th e  meaning o f  " d e l i n q u e n t  s t a t e  t a x e s ? "  I  presume t h a t  th e  termi n c l u d e s  a l l  t a x e s  l e v i e d  by th e  Departm ent o f  Revenue under T i t l e  43 andby Department o f  Labor under T i t l e  23. However, the  term " d e l i n q u e n t "  can have v a r i o u s  m e a n in g s .a .  Those t a x e s  l e g a l l y  a s s e s s e d ,  due and owing where th e r e  i s  no a p p e a l  or c o n t e s t ,  e i t h e r  a d m i n i s t r a t i v e  or j u d i c i a l ,  o r  where the tim e p e r io d  f o r  f i l i n g  an a p p e a l has n ot v e t  la p s e d .b . A l l  o f  th e  t a x e s  under ( a ) ,  bu t a l s o  i n c l u d i n g  th o se  ite m s undera p p e a l  and th o se  ite m s where a p p e a l  s t i l l  c o u ld  be f i l e d .c .  A l l  o f  the  t a x e s  under ( b ) , but a l s o  i n c l u d i n g  " p o t e n t i a l  t a x e s "where a r e t u r n  or r e p o r t  i s  p a s t  due but th e  ta x p a y e r  has noty e t  f i l e d  and the  Department has n ot y e t  a s s e s s e d  the t a x .d . Those t a x e s  under (a) and th o se  " p o t e n t i a l  t a x e s "  under ( c ) , bute x c l u d i n g  th o se  t a x e s  under a p p e a l under ( b ) .The second problem w ith  the  amendment d e a ls  w ith  the  c o n f i d e n t i a l  n a tu r e  o f  the  f i l i n g s  o f  t a x e s  under T i t l e  43 (and p o s s i b l y  T i t l e  23) a s  o u t l in e d  in  AS 4 3 .0 5 .2 3 0 . In  th e  Department o f  Revenue te st im o n y  b e fo r e  your com- m i t t e e  on a n o th e r  b i l l  (HB 354), Mr. J e n k i n s  and m y s e lf  p o in te d  ou t t h a t  AS 4 3 .0 5 .2 3 0  p r o h i b i t s  th e  Department from d i v u l g i n g  any in fo r m a t io n  r e g a r d in g  the f i l i n g s  o f  t a x e s  under T i t l e  43 to  the  p u b l i c  or any o th e r
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s t a t e  a g e n c y ,  e x c e p t  a s  s p e c i f i c a l l y  p ro v id e d  f o r .  As the  b i l l  i s  c u r ­r e n t l y  d r a f t e d  and a s  AS 4 3 .0 5 .2 3 0  c u r r e n t l y  e x i s t s ,  I  b e l i e v e  th e  D e p a rt­ment o f  Revenue:a .  c o u ld  t e l l  the Department o f  A d m i n i s t r a t i o n  whether a f ir m  had a b u s in e s s  l i c e n s e  or n o t ;b .  c o u ld  t e l l  the  Departm ent o f  A d m i n i s t r a t i o n  whether any p u b l i c  t a x  l i e n s  had been f i l e d  on a f ir m ;c .  c o u ld  n ot t e l l  th e  Department o f  A d m i n i s t r a t i o n  w hether a l lr e t u r n s  t h a t  should  have been f i l e d  have in  f a c t  been f i l e d ;d .  c o u ld  n o t  t e l l  th e  Department o f  A d m i n i s t r a t i o n  o f  assessm e n tso f  t a x e s  where " h id d e n  l i e n s "  e x i s t ,  bu t no p u b l i c  l i e n s  havebeen f i l e d .There would seem two d i f f e r e n t  a pproaches to  t h i s  c o n f l i c t  c o u ld  be ta k e n :a .  R e q u ir e  the  f ir m  s e e k in g  a s t a t u s  o f  " A la s k a  b id d e r "  to  s t a t e  in  w r i t i n g ,  under th e  p e n a l t i e s  o f  p e r j u r y ,  t h a t  no d e l in q u e n t  t a x e s  a r e  ow ing, a d v i s i n g  i t  t h a t  c o p ie s  o f  th e  a f f i r m a t i o n  would be turned over t o  th e  Departm ents o f  Revenue and L a b o r .b .  Amend AS 4 3 .0 5 .2 3 0  t:o a l lo w  th e  Department o f  Revenue to  p r o v id e  such i n f o r m a t io n  to  Departm ent o f  A d m i n i s t r a t i o n .From th e  Departm ent o f  Revenucs's s t a n d p o i n t ,  (a) would be p r e f e r a b l e .F i r s t  o f  a l l ,  th e  re v ie w  o f  th e  p o t e n t i a l  " A la s k a  b i d d e r s "  would add work­lo a d s  f o r  a re v ie w  o f  a l l  t a x  y e a r s  f i l i n g  f o r  a l l  ty p e s  o f  t a x e s .  T h is  i s  e s p e c i a l l y  a problem f o r  the  peak w o r k lo a d s ,  such a s  f i l i n g  season ( Ja n u a ry  -  M ay). S e c o n d ly ,  a p r i o r  r e v ie w  by th e  Department o f  Revenue co u ld  slow  down, sometimes c o n s i d e r a b l y ,  the  p r o c e s s  o f  p l a c i n g  a f ir m  on " A la s k a  b id d e r "  l i s t .I f  the  purpose f o r  th e  amendment i s  to  ensu re  t h a t  " A la s k a  b id d e r s "  pay any r e q u ir e d  t a x ,  th e  n o t i f i c a t i o n  p r o c e s s  would a f f o r d  th e  Department the knowledge o f  th e  e x i s t e n c e  o f  p o t e n t i a l  c o n t r a c t s  w ith  th e  s t a t e .  We b e l i e v e  t h a t  th e  enforcem en t p r o v i s i o n s  o f  T i t l e  43 g i v e s  th e  Department o f  Revenue a d eq u a te  a u t h o r i t y  to c o l l e c t  the  t a x e s  in  q u e s t i o n .I f  you have any q u e s t io n s  c o n c e r n in g  t h i s ,  p le a s e  c o n t a c t  me.S i n c e r e l y ,
D i r e c t o rEnforcem ent D i v i s i o ncc  R ic h a r d  C .  B r a d le yD i r e c t o r ,  D i v i s i o n  o f  G e n e r a l  S e r v i c e s  and Su pply  Departm ent o f  A d m in is t r a t io n



8 $ > /i<eecf .

C { £ ?  j ? 0  S S > / 6 / ^

S / 8  / / V  ' S ix o d J U  jL

A

$ tk ) , C t ' j r - v ,

/ M i d  A r t  f l C A f  n e j / t / r n a .  ' / o  /ofefiStJ/cadosi
# A  f i d / S S  / f l w o A i i a r O f t - c f  4 j ® O c / s

c/e//n^UQ*S /axes ^  ^/'ecj(j)/f(L AA& ^d/cxfa- A/cd/S(s/ S  S/s Ap & A aA s /n a sr a £ fi c/at/sAy Under Afies pena/A es # /  p?ev^app f /d aS~
/ ) 0  c J k / r / i o t i & i S  A x e s  a r e ,  p / C r i p  ^  m c f  

e s  V s e x  /  ■>*© A d ^ C r d d L p c t / A i e x A ^cA  rfbUsnas a n d  S d p r .
^ P " ' >*'*>=4  . . M £*W>3

Cp$- 3 - s*=- H&JpT&v
C t4 <s~ b a  'X rc X i

«I

*
£

n [L e .S  
_ )

( p  p^cj 3. ‘‘q o o A A .

" V -

\"', c5 i / i > C J D n t n i c A ' \ a ,  ~  = 1

'JerA ifl/ o iM x \  to/A-i 6 c B  o f

A
/ ^ e

p . ?

^  /n&brA ''ses<X/As&

a/AcrC &'<*c(U
Kef- O ' Q0*1 -''•Gh

n

/ ( —  £)e_/ e P e  p

>£̂  C O r t / r n ' s s z i b n e i B  .  „ « _
3 )  A t  /(p 

V. /•*»«• / P

.•

/

/
(^ t d x A c J o r ' i d \  £>4 . A  e A  ( ^ ?d o lQ z. / p  /ep/tf C £  C x ^  A d / ( L  l A ) , * -



S f b  / H

Q fa c/ P  tt Q e p / - /Jc/zy/s!,
/'̂ (j/zoQ So/e, b'c/s/('i(̂_ tOtl/ $hSs//c>

/ n  Jo c / e . te  p ro u ts / c y )  £ o  Z / lq f / / ^

f l t t f t H j f  € X ' / < s / k  m  

C t M  /  / o o / C  / c s / s t c / e  u

C  t o )  p u ,j j r v s s  s & c s r p / s  '  ( t o )  

p > 4 .  < = 9  '  C  f j

O e v p U A ’

B/'itmec#

P^cLcr*\ick~

P a r r  M e s / r o n s , ^ f e  c / & £ ' a b b ' )

-  w  %  / ( ?

X

c ( e l (  f y j o e t i s t  ^

j / o o f )  P a o / i  * 1  y  ^  $ q j \s L  u  P  f t

f / l a f l t ~ u ) o r i P \  / c l . —

C  A  a  n a  ̂

p ^ -  1 1  ^  9 - 1  /'Is e s p  ' p & i J i c e ^



A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E :  B y : S e n a t o r  B r a d l e y

To: c s S B . 1 1 4  C R u i e s )  S E N A T E  B I L L  No, ______________________

H O U S E  B I L L  No, _______________________

P a g e : 1 a n d  2____________________  L l N F :  7 a n d  26___

P a g e  1, L i n e  7:

F o l l o w i n g  t h e  w o r d  " A c t " ,  i n s e r t  " a n d  t h e  i d e n t  
o f  A l a s k a  m a n u f a c t u r e d  g o o d s "

P a g e  2, L i n e  26:

F o l l o w i n g  t h e  w o r d  a n d  c o m m a ,  " m a t e r i a l s " ,  i n s e r t  " s e r v i c e d '

S 70



Bun filaskan
Committee40*04 BUSINESS PARK BLVD. AN CH O R A GE , A LASK A  33LC3

April 37. 1979

Chi*rJcp H. ? a r rChairman J u d ic  ai y Committee1’euch VJuticeu, A lask a  9932]Drar Mr. Pu rr: %My name. is  Harry Cray -.*td 1 am the chairman of the >!ue Alaskan Commlt1cr, and I pprke with ynt ch?s past week cuuccm ini: Striate I*L11 214, which yen have actirifiOerf for hearten* tomorrow evening a t  7:01’ eti the J u d i c i a r y  Cuiiuuirtee.We n a tu r a l ly  ape very in te r e s te d  in  tliir. h i l l  .ini! -scelnr. that J f  u! y j J  per.ft1M<» G e tt in g  I t  popped th in  ncsKion.Vie hove two chnnyen tli.it we would l i k e  to mnitc on :li>a M i l ,  l i  i t  vuujd he p e o a lo lr  without changing tin- rouvr.e cf  the h i l l .  They aru on f u l l  own:rtS e c .  4. AS 97.0!».?90 in  utnended by adding new paragraph* to read:(9) fire I)? pur line'll o f  A dn .'n lc .traiion  a h u ll  compile and update an n u ally  a " c c v t J I  led /Vaj,k3 hiddcrn l i s t "  ccntwininy, the. name.a of hiijdey»; c e r t i f i e d  to he Alatika h ld d cin  wht* n rr required to m aintain Inventories) und a f t  taxed un th e ir  m a jo rity  op e ratio n a l In v e n to r ie s  ♦ nr purpiiari) of duing huriincHH w ith in  the S t a t e  of Alnntvi.• [i J) e a c h • y.t'i'pc-r.i it- e.uit tract f ar or pnYc.hwe (if J W l t i p l e  ........................
r e q u i r e m e n t !  :  t  R u p p l i e e . ,  m a t e r i a l s .  s e r v i c e s  c r  e q u i p m e n t  s l i u i l  

p r o v i d e  t o r  a n  a w a r d  o t  n e t  l o s e ,  t l w u  4 f l p e r  c r n f  «>f t h e  t o t a l  v u I j c  o f  t h e  

p u r c h a s e  t o  t h e  l o w e n t  r e s p e n s i b ) e  A l a s k a  b i d d e r  v h e  m a i n t a i n s *  m« 

c f f i c c H  u u t n i i e  t h e  S t a t e  l a r y . e r  t h a n  t h e i r  A l a s k a n  o p e r a t i o n  a n d  

w ho  C o r  t h e  p r e v i o u s  y e a r  p . t u b b  b u K l n e B n  i c e e i p t R  n e t  i n  e : : c e c a  o t

Si.onr.cun.Any help that yen can fciv. in. uii petti.*?, t h i s  h i l l  paN.ie.d t h i s  yea;* we wi l l  api’V c v r lu tc .S i n c e r e ly ,HUY AV-ASKA13 CCJiMITTIili
/ / •J!. I.aronr Gray Cha 1 rum)
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A M E N D M E N T  1

O f f e r e d  i n  t h e  S E N A T E :  B y :

T o : _____________________________ S E N A T E  B I L L  No. ______________________

H O U S E  B I L L  No.

P a g e :  l a n d  2______________ L i n e :  7 , 2 3 , 2 4 ,2 5 ,2 6 ,2 s

P a g e  1, L i n e  7: q J  ^ s r c

F o l l o w i n g  t h e  w o r d  "Act/)" i n s e r t  '^the i d e n t i f i c a t i o n  o f  
A l a s k a  m a n u f a c t u r e d  g o o d s

P a g e  2, L i n e  23 a n d  24:
F o l l o w i n g  t h w  w o r d s  " A l a s k a  b i d d e r s " ,  d e l e t e  t h e  r e m a i n d e r  

o f  t h e  s e n t e n c e ,  a n d  i n s e r t  " w h o  a r e  r e q u i r e d  t o  m a i n t a i n ,  
a n d  a r e  t a x e d  on, o p e r a t i o n a l  i n v e n t o r i e s  f o r  t h e  p u r p o s e  

o f  d o i n g  b u s i n e s s  i n  t h e  S t a t e  o f  A l a s k a . "

P a g e  2, L i n e  25:
F o l l o w i n g  t h e  w o r d  " o f , "  i n s e r t  " m u l t i p l e  r e q u i r e m e n t s  o f "

P a g e  2, L i n e  26:
F o l l o w i n g  t h e  w o r d  a n d  c o m m a ,  " m a t e r i a l s , " ,  i n s e r t  " s e r v i c e s , "

P a g e  2, L i n e  28:
F o l l o w i n g  t h e  w o r d  " s t a t e " ,  i n s e r t  " l a r g e r  t h a n  t h e i r  

A l a s k a n  o p e r a t i o n "
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LEGISLA TIVE AFFA IRS  A GEN CY
M E M O R A N D U M

POL CM  ̂ • S IA IF CAt'ltOl 
JUNEAU ALASKA « < S ' I

90/ A&S 3800

M a r c h  29, 1 9 7 9

S U B J E C T :  C S S B  1 1 4  - P r o v i s i o n s  r e l a t i n g  to the i d e n t i f i c a t i o n
o f  A l a s k a  m a n u f a c t u r e d  goods.

( W o r k  O r d e r  No. 5 85 8)

TO : S e n a t o r  W. E. " B r a d "  B r a d l e y

F R O M :  K e n n e t h  M. R o s e n s t e i n ,  L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a b r i e f  e x p l a n a t i o n  o f  th e  r e a s o n s  for  
Sec . 6 o f  C S S B  114. Sec. 6 w o u l d  a m e n d  t h e  p e n a l t y  p r o v i s i o n s  
o f  Sec. 4 5 . 6 7 . 0 3 0 ,  e f f e c t i v e  J a n u a r y  1, 1980, b y  d e s i g n a t i n g  
t h e  v a r i o u s  o f f e n s e s  d e s c r i b e d  in that  s e c t i o n  as c l a s s  B 
m i s d e m e a n o r s .  I t w o u l d  a l s o  r e m o v e  the  l a n g u a g e  t h a t  s p e c i f i e s  
t h e  m a x i m u m  p u n i s h m e n t  u p o n  c o n v i c t i o n  of t h o s e  o f f e n s e s .

T h e  d e s i g n a t i o n  o f  t h e  o f f e n s e s  as c l as s B m i s d e m e a n o r s  is 
n e c e s s i t a t e d  b y  t h e  n e w  c r i m i n a l  code, to g o i n t o  e f f e c t  o n 
J a n u a r y  1, 1980, w h i c h  c l a s s i f i e s  c r i m e s  a c c o r d i n g  to t h e i r  
r e l a t i v e  s e r i o u s n e s s .  T h e  m a x i m u m  p u n i s h m e n t  u p o n  c o n v i c t i o n  
is e s t a b l i s h e d  f o r  e a c h  c l a s s  of c r i m e s  b y  A G  1 2 . 5 5 . 0 3 5 ,  
1 2 . 5 5 . 1 2 5 ,  a n d  1 2 . 5 5 . 1 3 0 .

T h u s ,  a  c l a s s  B m i s d e m e a n o r  w i l l  c a r r y  a m a x i m u m  f i n e  o f  
$ 1 , 0 0 0 ,  A S  1 2 . 5 5 . 0 3 5 ( b ) ( 4 ) ,  a n d  a m a x i m u m  t e r m  o f  i m p r i s o n­
m e n t  o f  90 da ys,  u n l e s s  a  d i f f e r e n t  t e r m  is s p e c i f i e d  in t h e 
p r o v i s i o n  d e f i n i n g  t h e  o f f e n s e ,  A S  1 2 . 5 5 . 1 3 5 ( b ) .

I f  C S S B  1 1 4  b e c o m e s  law, t h e  p e n a l t y  u p o n  c o n v i c t i o n  o f  a n y  
o f  t h e  o f f e n s e s  d e s c r i b e d  in Sec. 4 5 . 6 7 . 0 3 0  w o u l d ,  u n t i l  
D e c e m b e r  31, 1 97 9, b e  a f i n e  of  up  to $1 ,0 00 , o r  i m p r i s o n­
m e n t  f o r  u p  to o n e  y ea r,  or  both. Ou  J a n u a r y  1, 1 9 8 0 ,  th e  
o f f e n s e s  w o u l d  b e  c l a s s i f i e d  as c l a s s  B m i s d e m e a n o r s  a n d  
w o u l d  c a r r y  m a x i m u m  p e n a l t i e s  u p o n  c o n v i c t i o n  o f  a f i n e  o f  
u p  to $ 1 , 0 0 0 ,  o r  i m p r i s o n m e n t  for n o l o n g e r  t h a n  90 d ay s,  o r  

b o t h .

K M R :ncm



March 26,  1979
S e n a t o r  Brad B r a d l e y  Po uch VJ u n e a u ,  A l a s k a  99811 M a i l  S t o p  3100D e a r  S e n a t o r  B r a d l e y :I n  m ak ing  our o p i n i o n  known t o  our e l e c t e d  o f f i c i c a l s ,  we a s k  t h a t  you p a s s  S e n a t e  B i l l  114, a s  b e i n g  i n  th e  b e s t  i n t e r e s t  to  t h e  p e o p l e  o f  A l a s k a .
R e s p e c t i v e l y  yours.



T o u r i s m  f i a s c o  . .

4

A ll the buzz as to whether State tourism ads in Vogue are too ‘Sexy’ is o ff  target and a bad shot. /'CrwThe ‘point’ -- sharp, clear and stinging -- is that the million dollars a r  year spent by the State on such promotion could be done by Alaskans . . .  but that has not been the case for five years.Worse yet the new state contract is again headed back to sunny Haw aii, assuring the state’s tourism director Richard Montague a perpetual suntan. • * ; ' • ’ ’The time has come for Alaskans to buy M r. Montague a one-way ticket to A lo h a land. • • v ■ 'For an administration that won power on a. promise o f  ‘Jobs For Alaskans’ and ‘A laska H r e ’ and for a state wiih the nation’s highest unemployment, the tourist promotion program is a dismal dis­grace . . .  whatever the boast o f end results.The state was to announce a new advertising firm by mid-February, but failed to do so. The state admits it is talking to the ‘successful bidder’ but the only Alaska Survivor in the contest says their phone l.nes are strangely silent. . . • • \The word is that the contract is again going west to Hawaii where ad writers, layout people, models, photographers, printers, and creative people must ‘outshine’ Alaskan, talent -- much o f which is without work. : v r-'Ar.Am ong 14 agencies that sought the lucrative Alaska contract, which is a joint operation between State tourism and the Alaska Visitors Association, only one Alaska firm was held to be eligible. Another ‘ local’ spent $4000 on a presentation only to be advised that since it never previously held a tourism contract, it was ineligible. , 1A  number o f  other agencies bit the dust on this volley too.Why was this 'ine'iaibility factor’ net included in State tourism’s call for bids? M uch time was wasted. Much money went down theoP tu b e . . .  tempers blazed like the M t. Katmai o f 1912.The history o f  the contract is a shadow on the administration. Five years ago the award was made in Seattle. Then in Hawaii for one year with an option to renew. Alaskan protests won a promise for new bids -with the expiration o f  the pact in Honolulu. j That never happened. Instead M r. Montague renewed the Honolulu contract two more times. Some challenge the legality o f such high handed methods. Then, court fights are expensive.And one must ask ‘why must Alaskans, sue Alaskans to obtain jobs for A laskans?”  •. . VAloha is a versatile word, meaning ‘ love’ , ‘hello’ , and ‘goodbye.’ Perhaps, like the pineapples, the time is ripe for wishing Mr. Montague a hearty . ' . .  ‘A lo h a .’
And tha t, o f  cour e, wou ld  b e ‘goodbye*.
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H  E M O R A N D U  M F e b r u a r y  i ) ,  1 9 7 9

S U B J E C T :

T O :

F R O M :

S t a t e  p u r c h a s i n g  e x c l u s i v e l y  f r o m  A l a s k a  b u s i n e s s e s  
( W o r k  O r d e r  N o . 6 2 4 3 )

S e n a t o r  P a t r i c k  R o d c y  

K e n n e t h  M. • Ro se n s ( : e i n ,  L e g i s l a t i v e  Counsel}///'
P

Y o u  h a v e  r e q u e s t e d  a  l e g a l  a n a l y s i s  o f  t h e  B u y  A l a s k a  

C o m m i t t e e ' s  l e g i s l a t i v e  p r o p o s a l  r e q u i r i n g  t h a t  static 

p u r c h a s i n g  b e  e x c l u s i v e l y  f r o m  A l a s k a  b u s i n e s s e s  vrhen 

p r a c t i c a b l e .

I t  i s  n o t  c l e a r  t h a t  t h e  d r a f t  s u p p l i e d  b y  t h e  C o m m i t t e e  
a c c o m p l i s h e s  t h e i r  p u r p o s e .  A s  d r a f t e d ,  it r e q u i r e s  t h a t  

s t a t e  p u r c h a s i n g  c o n t r a c t s  b e  b a s e d  o n  c o m p e t i t i v e  b i d s  

a d v e r t i s e d  to  A l a s k a  b i d d e r s .  T h e  a w a r d  is t o  b e  m a d e  to 

t h e  l o w e s t  r e s p o n s i b l e  b i d d e r ,  w i t h o u t  l i m i t a t i o n  to A l a s k a  

b i d d e r s .  T o  a c c o m p l i s h  w h a t  I p e r c e i v e  to b e  t h e  C o m m i t t e e ' s  
i n t e n t ,  t h e  a w a r d  o f  contract: w o u l d  n e e d  to b e  l i m i t e d  to 

t h e  l o w e s t  A l a s k a  b i d d e r .

L e g a l l y ,  I c a n  f i n d  nc p r e c e d e n t  h o l d i n g  that: s u c h  a p r e f e r ­
e n c e  i s  u n c o n s t i t u t i o n a l  o r  o t h e r w i s e  u n l a w f u l .  I n d e e d ,  

t h e r e  is  p r e c e d e n t  s p e c i f i c a l l y  u p h o l d i n g  s u c h  a p r e f e r e n c e ,  

b u t  o n  a  m u c h  m o r e  l i m i t e d  s c o p e  t h a n  p r o p o s e d  b y  the 

C o m m i t t e e .

I n  A m e r i c a n  Y e a r b o o k  Co. , v.~ A s k e w ,  339  F. S u p p .  7.19, n f f ' d  

m e m .  "409 U . S . " 9 0 4  ( 1 ^ 7 2j, t h e  p l a i n t i f f  c h a l l e n g e d  a  F l o r i d a  
• s t a t u t e  that: r e q u i r e d  a l l  p r i n t i n g  r e q u i r e d  b y  a s t a t e  
a g e n c y  b e  clone w i t h i n  t h e  s t a t e .  T h e  s t a t u t e  w a n  a t t a c k e d  

o n  t h e  b a s i s  t h a t  it v i o l a t e d  t h e  1 4 t h  ame nd me n t:  a n d  c o m m e r c e  

c l a u s e  o f  t h e  U . S .  C o n s t i t u t i o n .  H o l d i n g  that: t h e  s t a t u t e  
w a s  a v a l i d  e x e r c i s e  o f  t h e  s t a t e ' s  p r o p r i e t a r y  p o w e r ,  a  

t h r e e  j u d g e  d i s t r i c t  c o u r t  s t a t e d :



... [T.]n f r a m i n g  s p e c i f i c a t i o n s  f o r  i t s  p r i n t i n g  w o r k , 

t h e  state, p e r f o r m s  a  p r o p r i e t a r y  f u n c t i o n  a n d  s t a n d s  i n  
t h e  s h o e s  o f  a p r i v a t e  p a r t y  w h o  is e n t i t l e d  i n  inost 

i n s t a n c e s  t o  c h o o s e  w h e r e  a n d  b y  w h o m  h i s  p r i n t i n g  w i l l  
b e  d o n e .  I n  t h a t  p o s t u r e  t h e  s t a t e  is l i k e  a t r u s t e e ;  

t h e  c i t i z e n s  a r e  t h e  b e n e f i c i a r i e s .  It m a y  h e  n e c e s s a r y  

f o r  t h e  s t a t e  t o  a d o p t  d i s c r i m i n a t o r y  p u r c h a s i n g  p o l i c i e s ,  
s u c h  a s t h o s e  q u e s t i o n e d  h e r e ,  to  i n s u r e  t h a t  t h e  
i n t e r e s t  o f  t h e  p e o p l e  i s  best: s e r v e d .  I n  f a c t  i t  is  

c o n c e i v a b l e  t h a t  t h e  f a i l u r e  to d o s o  w o u l d  c o n s t i t u t e  

a  b r e a c h  o f  t h e  s t a t e ' s  d u t y  to i t s  r e s i d e n t s .  I n  a 

c a s e  s u c h  a s  t h i s ,  i t  is n o t  f o r  t h e  Court: to q u e s t i o n  

t h e  w i s d o m  o f . t h e  l e g i s l a t u r e  i n  d i s c h a r g i n g  t h a t  t r u s t  
o b l i g a t i o n .

3 9 9  F. S u p p .  7 1 9 ,  7 2 2  - 72 3.

I n  d e a l i n g  w i t h  t h e  c o m m e r c e  c l a u s e  c h a l l e n g e ,  t h e  court: 

c i t e d  n u m e r o u s  a u t h o r i t i e s ,  i n c l u d i n g  M a c M i l l a n  Co. v J o h n s o n , 

2 6 9  F. 2 8  ( 1 9 2 0 ) ,  to s u p p o r t  i t s  h o l d i n g  tfiat t h e  c o m m e r c e  

c l a u s e  w a s  n o t  v i o l a t e d  b y  t h e  F l o r i d a  statut e. I n  M n c M  *.! I a n  

a  M i c h i g a n  s t a t u t e  s p e c i f i e d  th e  " c o n d i t i o n s  u n d e r  w h i c h  a 

b o o k  d e a l e r  c o u l d  s e l l  t e x t  b o o k s  t o  s t a t e  s c h o o l  d i s t r i c t s . "  

3 3 9  F. S u p p .  7 1 9 ,  7 2 4  (13 j). M i c h .  1 9 2 0 ) .  I n  d i s c u s s i n g  
A m e r i c a n  Y e a r b o o k ’s c o m m e r c e  c l a u s e  c l a i m s ,  t h e  c o u r t  s t a t e d :

T h e  [ M a c M i l l a n ]  C o u r t  l a i d  p l a i n t i f f ' s  a r g u m e n t s  to 
. r e s t  i n  l a n g u a g e  n o  l e s s  p e r t i n e n t  h e r e  [ i n  A m e r i c a n  Y e a r b

" . . .  P l a i n t i f f  h a s  n o  v e s t e d  r i g h t ,  w i t h o u t  t h e  ■

. c o n s e n t  o f  t h e  s t a t e ,  t o  s e l l  a n d  s h i p  i t s  b o o k s  
t o  t h e  s c h o o l  o f f i c i a l s  o f  M i c h i g a n  i n  i n t e r s t a t e  

c o m m e r c e .  T h i s  s i t u a t i o n  d e p e n d s  o n  t h e  o l d ,  

f a m i l i a r  r u l e  that: a s a l e  o r  c o n t r a c t  c a n n o t  b e  
m a d e  w i t h o u t  t h e  c o n s e n t  a n d  a g r e e m e n t  o f  b o t h  o f  

t h e  c o n t r a c t i n g  p a r t i e s . "  [269 F. 28, 31]



S e n a t o r  P a t r i c k  Roclc.y
P a g e  3
F e b r u a r y  8, 1 9 7 9

. . . W h a t  p l a i n t i f f  [ A m e r i c a n  .Y earbook] f a i l s  t o  r e c o g n i z e  

i s  t h a t  t h o s e  s t a t u t e s  [ c i t e d  b y  A m e r i c a n  Y e a r b o o k  as  

he av in g b e e n  s u c c e s s f u l l y  c h a l l e n g e d  as v i o l a t i v e  o f  t h e  
c o m m e r c e  c l a u s e ]  r e g u l a t e d  p r i v a t e  i n d u s t r y .  T r a d e  
r e g u l a t i o n s  a r e  c l e a r l y  s u b j e c t  to C o m m e r c e  C l a u s e  

r e s t r i c t i o n s ,  b u t  s t a t u t e s  that: m e r e l y  s p e c i f y  t h e  
c o n d i t i o n s  o f  s t a t e  p u r c h a s e s  a r c  n o t .

3 9 9  F. S u p p .  7 1 9 ,  7 2 4  - 725.

A s  n o t e d  above', t h e  d i s t r i c t  c o u r t ' s  d e c i s i o n  in A m e r i c a n  

Y e a r  bool: w a s  a f f i r m e d  b y  t h e  l).S. S u p r e m e  C o u r t  i n  a’ ITcmo- 

r a n d u m  d e c i s i o n  ( 4 0 9  U . S .  9 0 4 ) ,  b u t  t h e  p r e c e d e n t  s e t  b y  t h e  
c a s e  n e e d  n o t  n e c e s s a r i l y  b e  follov;ed b y  Lhc  A l a s k a  S u p r e m e  
C o u r t .

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  l a i d  a  l e g a l  f o u n d a t i o n  that: 

c o u l d  s e r v e  t o  j u s t i f y  the  pr ef e re nc e,  r e q u e s t e d  b y  t h e  
C o m m i t t e e .  I n  S t a t e  v . R e e f er  K i n g  Co. I n c . ,  5 5 9  P. 2 d 56 

( A l a s k a  1 9 7 6 ) ,  t h e  c o u r t  a f f i r m e d’ th e  c o n s t i t u t i o n a l i t y  o f  

A l a s k a ' s  f i s h  p r o c e s s o r s ’t a x  f o u n d  a t  A S  4 2 . 7 5 . 0 6 0 .  That: 

s t a t u t e  d i s t i n g u i s h e s  betvjee.n s h o r e  b a s e d  p r o c e s s o r s  a n d  
f l o a t i n g  p r o c e s s o r s  a n d  t a x e s  t h e  f l o a t i n g  p r o c e s s o r s  at a 

r a t e  f o u r  t i m e s  g r e a t e r  t h a n  t h e  r a t e  a p p l i e d  to s h o r e  b a s e d  

p r o c e s s o r s .  T h e  c o u r t ,  in r e j e c t i n g  t h e  c h a l l e n g e  1 a s e d  
u p o n  t h e  e q u a l  p r o t e c t i o n  c l a u s e s  o f  t h e  A l a s k a  a n d  U . S .

C  o n  s C i t u t: i o n s , s t a t  e d :

... [ T ] h e  s t a t u t e  r e f l e c t s  a. . . l e g i s l a t i v e  j u d g m e n t ,  
t h a t  " s h o r e - b a s e d "  p r o c e s s o r s  m a k e  a m o r e  v a l u a b l e  
c o n t r i b u t i o n  t o  t h e  s t a t e  a n d  l o c a l  e c o n o m i e s  l:h’a n  d o  
t h e  " f l o a t i n g "  p r o c e s s o r s .  W h i l e  th e p r o c e s s o r s  m a y  

a r g u e  t h a t  t h e y  c o n t r i b u t e  as m u c h  as t h e  " s h o r e - b a s e d "  
p r o c e s s o r s  do, it c a n n o t  b e  d i s p u t e d  t h a t  t h e  i m p a c t s  

o f  t h e  t w o  t y p e s  of o p e r a t i o n s  o n  t h e  l o c a l  c o m m u n i t i e s  
a r e  s u b s t a n t i a l l y  d i f f e r e n t  in c h a r a c t e r .



... [ T ] h e  t a x  d i f f e r e n t i a l  b e a r s  a  f a i r  a n d  s u b s t a n t i a l  
r e l a t i o n s h i p  t o  t h e  g o a l  o f  e n c o u r a g i n g  s o c i e t a l  c o n t r i­
b u t i o n s  o f  t h e  t y p e  m a d e  b y  " s h o r e - b a s e d "  p r o c e s s o r s . . .
T h e  s t a t e  m a y  l e g i t i m a t e l y  e n c o u r a g e ,  t h r o u g h  t a x  
i n c e n t i v e s  o r  e x e m p t i o n s , i n d u s t  ies or t y p e s  o f  I n d u s t r i e  
w h i c h  it c o n s i d e r s  d e s i r a b l e ,  a n d  t h i s  m e t h o d  o f  e n c o u r a g e  
m e n t  d o e s  n o t  d e p r i v e  o t h e r  t a x p a y e r s ,  w h o  d o  n o t  
q u a l i f y  f o r  t h e  b e n e f i t ,  o f . t h e i r  e q u a l  p r o t e c t i o n  

r i g h t s .

5 5 9  P .2d 56, 65 - 6 6 .

T h i s  s a m e ' n a t i o n a l e  m a y  s u p p o r t  t h e  l e g i s l a t u r e ' s  e n a c t m e n t  
o f  l e g i s l a t i o n  g r a n t i n g  A l a s k a  b u s i n e s s e s  an e x c l u s i v e  
p r e f e r e n c e  w i t h  r e g a r d  to p u r c h a s e s  b y  the state. T h i s  is 
e s p e c i a l l y  so w h e n  it is c o n s i d e r e d  t h a t  a c o u r t  w o u l d  s e e m  
to s c r u t i n i z e  a n  a l l e g e d l y  d i s c r i m i n a t i n g  t a x  m o r e  c l o s e l y  
t h a n  state, p u r c h a s i n g  p o l i c y .  T h e r e  t h i s  a p p e a r s  to b e  
f a i r l y  p e r s u a s i v e  a u t h o r i t y  t h a t  w o u l d  i n d i c a t e  tlia~ t h e r e  
a r e  n o  s e r i o u s  c o n s t i t u t i o n a l  i s s u e s  i n v o l v e d  in the C o m m i t t e e '  

p r o p o s a l .

K M R : n c m



March 25, 1979

Senator W.E. Brad Bradley 
Alaska State Senate 
Pouch V
Juneau, AK 99811

Re: CS Senate Bill 114 

Senator Bradley: Competitive Bidding

By way of this letter we wish to express our support of CS Senate Bill 114 
and urge you to support the bill by voting for its passage when it is heard 
on the Senate Floor-.

The bill offers a fair solution to a fairly serious pr- .,lem that now exists 
in the State. The bill is workable and provides a legitimate mechanism for 
increasing competition in the State in matters involving competitive bidding 
for goods and services. We believe the present situation leaves businesses' 
operating in the State at an unfair disadvantage to firms bidding from other 
states.

Please support passage of CS Senate Bill 114 when it roaches the Senate 
Floor this session.

Very Sincerely,

Bruce G. Sharky 
Principal

Kenneth E. Pendleton 
Principal
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N r , P r e s i d e n t , I m o v e  t h e  a d o p t i o n  o f  t h e  R u l e s  f.S.

T h e  m a j o r  d i f f e r e n c e  b e t w e e n  t h e  R u l e s  C S  a n d  t h e  C o m m e r c e  C S  i s  t h a t

IN  T H I S  C S  W E  H A V E  I N C L U D E D  A  " C E R T I F J - E D - A L A S K A  B I D D E R S  L i s t " W H I C H

t h e  D e p a r t ;-,e n t  o f  A d m i n i s t r a t i o n  s h a l l  c o m p i l e  a n d  u p d a t e  a n n u a l l y  

b a s e d  o n  A l a s k a  b i d d e r s  w h o  m a i n t a i n  i n v e n t o r i e s  i n  t h e  s t a t e , T h e  

C o m m i s s i o n e r  w i l l  p r o v i d e  f u r t h e r  i m p l e m e n t i n g  g u i d a n c e  o f  i n  t h i s

R E G A R D  B Y  R E G U L A T I O N ,  A N D  T H E  B I D D E R S  O N  T H I S  C E R T I F I E D  L I S T  S H A L L  B E  

N O T I F I E D  T O  B I D  O N  S T A T E  C O N T R A C T S  B Y  M A I L ,

A l s o , e a c h  c o n t r a c t  s h a l l  p r o v i d e  f o r  a n  a w a r d  o f  n o t  l e s s  t h a n  4 0

P E R C E N T  O F  E A C H  C O N T R A C T  P U R C H A S E  T O  T H E  L O W E S T  R E S P O N S I B L E  B I D D E R  

W H O  H A D  F O R  T H E  P R E V I O U S  Y E A R  G R O S S  B U S I N E S S  R E C E I P T S  O F  N O T  M O R E

t h a n  $ 1 , 0 0 9 , 0 0 0 .  T h i s  a l l o w s  t h e  A l a s k a  s m a l l  b u s i n e s s  t o  g e t  a  p i e c e  

o f  t h e  a c t i o n , T h e  F e d e r a l  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  ( G S A )

H A S  A  S I M I L A R  P R O G R A M ,

I n  a d d i t i o n , t h i s  C S  P E R M I T S  l a r g e  n a t i o n a l  c o r p o r a t i o n s  l o c a t e d  i n  

t h e  S t a t e  t h e  o p p o r t u n i t y  t o  a l s o  b i d  o n  S t a t e  c o n t r a c t s  i f  t h e

M A J O R I T Y  O F  T H E  P E R S O N S  E M P L O Y E D  IN T H F  b i d d e r ' s  A L A S K A  O F F I C E  A R E  

R E S I D E N T S  O F  T H I S  S T A T E ,  T H I S  P R O V I S I O N  P E R M I T S  L A R G E  B U S I N E S S E S

s u c h  a s  S e a r , M o n t g o m e r y  W a r d , G r a y b a r  E l e c t r i c , e t c ,, t o  a l s o  b i d  o n

C O N T R A C T S ,

T h e r e  w e r e  n o t  c h a n g e s  i n  C h a p t e r  6 7 ,  w h i c h  p e r t a i n s  t o  t h e  " I d e n t i f i c a t i o i  

o f  A l a s k a  M a n u f a c t u r e d  G o o d s ,"



M r . P r e s i d e n t ,

&  T h i s  b i l l  p r o v i d e s  t h a t  a  s t a t e  c o n t r a c t  f o r  g o o d s  o r  s e r v i c e s  m u s t

B E  B A S E D  O N  C O M P E T I T I V E  B I D S  A N D  T H A T  A N  A W A R D  O F  T H E  C O N T R A C T  S H A L L

B E  M A D E  T O  T H E  L O W E S T  R E S P O N S I B L E  B I D D E R  A F T E R  A D V E R T I S I N G  F O R  B I D S ;

<£> H o w e v e r , c o m p e t i t i v e  b i d s  s h a l l  n o t  b e  r e q u i r e d  w h e r e  no  c o m p e t i t i o n

e x i s t s ,  q r  in a  G o v e r n o r  d e c l a r e d  e m e r g e n c y  ( f o r  e x a m p l e :  f l o o d ,  

e a r t h q u a k e ) ,  o r  w h e r e  r a t e s  a r e  f i x e d  b y  l a w  o r  l o c a l  o r d i n a n c e ,  q r

F O R  I T E M S  T R A D E D  I N  O N  L I K E  I T E M S  ( T Y P E W R I T E R S ,  E T C . ) ,  Q R  F O R  P R O F E S ­

S I O N A L  s e r v i c e s  ( S e r v i c e s  o f  c e r t a i n  c o n s u l t a n t s , a t t o r n e y s , a r c h i t e c t s .

E T C . )

0  I f  T H E  A M O U N T  O F  T H E  C O N T R A C T  IS E S T I M A T E D  T O  E X C E E D  $ 2 , ? 0 0 ,  S E A L E D  

B I D S  M U S T  B E  S O L I C I T E D ,  A N D  T H E  S O L I C I T A T I O N  O F  B I D S  S H A L L  B E  M A D F  B Y  

M A L L  T O  A L L  B I D D E R S  O N  T H E  " C E R T I F I E D  A L A S K A  B I D D E R S  L i S T , "  F o r  A L L  

O T H E R  B I D D E R S ,  A D V E R T I S I N G  F O R  B I D S  W I L L  B E  A C C O M P L I S H E D  B Y  —

1 )  P u b l i s h i n g  n o t i c e s  i n  n e w s p a p e r s ,

2 )  P o s t i n g  n o t i c e s  i n  p u b l i c  p l a c e s ,

3 )  H a i l i n g  n o t i c e s  t o  p r o s p e c t i v e  A l a s k a  b i d d e r s , a n d  a l

A )  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  m a y  p u b l i s h  n o t i c e s  i n  t r a d e  

j o u r n a l s .

o  A l l  b i d s  s h a l l  b e  s e a l e d  w h e n  r e c e i v e d ,  a n d  s h a l l  b e  o p e n e d  in p u b l i c

A T  T H E  H O U R  S T A T E D  IN T H E  N O T I C E .

@  T O  B E  A  R E S P O N S I B L E  B I D D E R ,  A  P E R S O N  O R  A  B U S I N E S S  M U S T  H A V E  N O  

D E L I N Q U E N T  T A X E S ,  A N D  T H E  M A J O R I T Y  O F  T H E  P E R S O N S  E M P L O Y E D  I N  T H E  

B U S I N E S S E S  IN A L A S K A  O F F I C E S  M U S T  B E  R E S I D E N T S  O F  A L A S K A .

A b o u t  t h e  l a s t  h a l f  o f  t h i s  b i l l  p e r t a i n s  t o  t h e  " I d e n t i f i c a t i o n  o f  

A l a s k a  M a n u f a c t u r e d  G o o d s ":

CSSB m  (Rules)



*>
1 )  T h e  d e s i g n  o f  a n  A l a s k a  M a n u f a c t u r e r s  Id e n t i f i c a t i o n  S e a l

2 )  P e r m i t s  t o  u s e  t h e  i d e n t i f i c a t i o n  s e a l s , a n d  —

3 )  P e n a l t i e s  f o r  k n o w l i n g l y  a n d  w i l l f u l l y  m i s u s e i n g  t h e  

i d e n t i f i c a t i o n  s e a l s .

^ ^ T h e  r e a s o n  f o r  t h e  t w o  s e c t i o n s  o n  p e n a l t i e s  i s  — ( E x p l a i n  o r  r e a d  

R o s e n s t e i n ' s  e x p l a n a t i o n ).

0  T h e  i m p o r t a n c e  o f  t h i s  l e g i s l a t i o n  t o  A l a s k a n s  i s  i m m e a s u r a b l e  in t e r m s

O F  E C O N O M I C  G R O W T H  A N D  E M P L O Y M E N T . - ^

  I T  is E S T I M A T E D  T H A T  A S  A  R E S U L T  O F  T A X A T I O N  B Y  T H E  S T A T E ,  T H I S  B I D D I N G

P L A N  W I L L  W E L L  R E P A Y  A N Y  A D D I T I O N A L  F I R S T  Y E A R  C O S T  B Y  T H E  E N D  O F  T H E  

S E C O N D  Y E A R ,  A N D  — ..

 - f  J

tfŷ 7 ^ T H E  A D D I T I O N A L  L O C A L  A N D  C I T Y  T A X E S  O N  P R O P E R T Y ,  R E D U C E D  P A Y O U T S  O N

U N E M P L O Y M E N T ,  I N C R E A S E D  E M P L O Y E R  C O N T R I B U T I O N S  A N D  S T A T E  I N C O M E  T A X E S  

U P O N  T H E  I N D I V I D U A L S  A N D  C O R P O R A T I O N S  W I L L  C E R T A I N L Y  I N S U R E  G R E A T E R  

F I N A N C I A L  M O B I L I T Y  A N D  G R O W T H  F O R  T H E  S T A T E  A S  A  W H O L E .

®  T h i s  b i l l  i s  e s s e n t i a l l y  t h e  " B u y  A l a s k a  C o m m i t t e e ' s " b i l l  ( E x p l a i n  

\v\ o r g a n i z a t i o n ), It  w a s  i n i t i a l l y  p r e p a r e d  b y  t h e  " B u y  A l a s k a  C o m m i t t e e ' s

a t t o r n e y s  a n d  r e f i n e d  b y  t h e  C o m m e r c e  a n d  R u l e s  c o m m i t t e e s  w i t h  t h e

H E L P  O F  O U R  L E G A L  S E R V I C E S  S E C T I O N ,

\

\)

 ̂ &  T h i r t y - s e v e n  s t a t e s  h a v e  s o m e  t y p e  o f  l o c a l  p r e f e r e n c e  o p t i o n ,

A. 2 1  S T A T E S ,  E I T H E R  B Y  L A W  O R  P R A C T I C E ,  A W A R D  C O N T R A C T S

P R E F E R E N T I A L L Y  T O  L O C A L  B I D D E R S  W H E R E  T H E R E  IS N O  L O S S  IN

Q U A L I T Y  O F  P R O D U C T  O R  S E R V I C E . .

B,  F . Q M  O T H E R  S T A T E S  H A V E  A  R E C I P R O C A L  P R E F E R E N C E  W H E R E  O U T - O F -

S T A T E  B I D D E R S  A R E  P E N A L I Z E D  B Y  T H E  A M O U N T  O F  P R E F E R E N C E  T H c Y

A R E  G I V E N  IN  T H E I R  H O M E  S T A T E S . — . — -



C. J O  S T A T E S  P R O V I D E  A  L O C A L  P R E F E R E N C E  P E R C E N T A G E  W H I C H  V A R I E S

B E T W E E N  3  PE. T T O  1 0  P E R C E N T ,  I n  V I E W  O F  T H I S ,  A L A S K A

B I D D E R S  C E R T A i .  Y  N E E D  S O M E  P R E F E R E N T I A L  T R E A T M E N T ,  S I N C E  W E

A R E  N O T  C O N T I G U O U S  T O  T H E  R E M A I N D E R  O F  T H E  C O N T I N E N T A L  U N I T E D

S T A T E S ,  A N D  S I N C E  W E  H A V E  A  H I G H E R  C O S T  O F  L I V I N G  A N D  H I G H E R  

/*

v \  T h e  D e p a r t m e n t  o f  C o m m e r c e  t e s t i f i e d  i n  f a v o r  o f  t h i s  b i l l ,

(■■ ■.

, e  T h e  n e w  C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n  h a s  s t u d i e d  t h e  b i l l  a n d

Y  S U P P O R T S  IT , A N D  —

0  I T  IS  L E G A L  (I H A V E  E X A M P L E S  O F  C O U R T  C A S E S  I F  Y O U  W O U L D  L I K E  T O  H E A R

t h e m . R e a d  o r  p a s s  o u t  R o s e n s t e i n ' s  l e g a l  a n a l y s i s ),



C H A P T E R  67

1. C H A P T E R  67, P E R T A I N S  TO I D E N T I F I C A T I O N  OF  A L A S K A  M A N U F A C T U R E D  

GOODS. S E V E R A L  S T AT ES  HA VE  A  S I M I L A R  S Y S T E M  F O R  I D EN TI F Y I N G  

G O O D S  M A N U F A C T U R E D  IN T H E I R  STATE. WE HA V E IDEN TI F IE D  

A B O U T  30 M A N U F A C T U R E R S  IN THE STATE, M O S T  O F  W H I C H  A R E  M E M­

BER S  OF "BUY A L A S K A  CO M MI TT EE ." WE HAVE M A N U F A C T U R E R S  OF 

A I R C R A F T ,  FU RN I TU R E,  PAINT, AND  M A N Y  O T H E R  P R O D U C T S  IN THIS 

S T A T E .

2. T H I S  P A R T  OF  THE BILL P ROVIDE S F OR  THE C O M M I S S I O N E R  OF  THE 

D EPARTM E JT O F  C O M M E R C E  AND E C O NO M IC  D E V E L O P M E N T  T O  DES IGN

AN A P P R O P R I A T E  SEALS TO BE P L A CE D ON A L A S K A  M A N U F A C T U R E D  GOODS^ 

A F T E R  HE HAS HAD PUBL IC  HEAR IN G S TO  O B T A I N  MA NU FA CT U RE RS '  

A D V I C E  ON A S U I TA BL E  LOGO. IN A D D I T I O N  TO A  LOGO, TH E SEAL 

W I L L  B E A R  T H E  W OR DS  " M AN UF ACTURED  IN A L A S K A. "

3. TH I S P A R T  O F  THE BILL AL S O  P ROVIDE S F O R  E L I G I B I L I T Y  PE R MI T S 

F O R  A L A S K A  M A N U F A C T U R E R S  T O  P U R CH A SE  I D E N T I F I C A T I O N  SEALS 

A N D  P R O V I D E S  F OR  PENALTIE S FOR THE M I S U S E  OF  SUC H SEALS.

4. TWO S E C T I O N S  ON PE N A LT I ES  ( E X P LA IN ) .



Mr. R i c h a r d  B ra dl ey, D ep a rt me n t of A d m i n i s t r a t i o n

T r a n s c r i p t i o n  o f  CSSB 11*1 (Rules)

Brad ley: Th i s c o m m i t t e e  substitute I am very well a wa r e of.

In fact, some of  the o t he r peo pl e that will be t e s t i f y i n g  on this 

CSSB I hav e d i s c u s s e d  this w i t h  them at a m e e t i n g  in A n c h o r a g e  

s e v e r a l  weeks  ago. Of course we know what this bill does; it will 

give p r e f e r e n c e  for the b i d d i n g  to A l a sk an  vend or s  as lo n g a s ' th e  

c o m p e t i t i o n  ex is ts  at the ex c l us i on  of all others. I lo o k  at this 

from s t r i c t l y  a p r o f e s s i o n a l  p u r c h a s i n g  standpoin t and wh e n I see 

c o m p e t i t i o n  r e d u c e d  or elim inated, I see problems. C o m p e t i t i o n  

in b u s i n e s s  m a k e s  the w o r l d  go round. I do re a li z e that A l a s k a n  

v e n d o r s  ha ve  a u n i q u e  p r o b l e m  and I am very sy mp a th et i c to some form 

of s u bs i dy  or w h a t e v e r  it tak.es to a c k n o w l e d g e  the fact that A l a s k a n  

v e n d o r s  do have a h i g h e r  cost of d o in g business. I mi gh t  note that 

my d i v i s i o n  of Gene ra l Services, wh ic h p u r c h as e s p r i m a r i l y  goods and 

s e r vi ce s  for the state in lieu of public wo rks type contracts , sp en d s  

ab out $27 m i l l i o n  of state funds per ye ar  for vari o u s types of  state 

con tracts.  Out of this $27 million, about 6 2% of it do es  stay in 

state now. A p p r o x i m a t e l y  3 8% goes to outs i d e vendors. We do have 

on the books  n o w  a 5$ A l a s k a  bidders p re fe rence. Thi s is e x c e r c i z e d  

very seldom, in fact, to the tune of only $ 5 5 sOOO .O O out of the total 

plus $27 m i l l i o n  w h i c h  indicates that the A l a s k an  v e n d o r s  right n o w  

are e x t r e m e l y  comp et it ive. The p r o b l e m  is that w i t h  any o t h e r  type 

of* bu s i ne s s,  as I sta ted earlier, c o m p e t i t i o n  p r e t t y  m u c h  m a k e s  the 

world go 'round, and once we el im inate c o m p e t i t i o n  then it's very  

p o s s i b l e  that people are not going to have to s h a r pe n  their pe n ci l s 

quite as m u c h  as they have in the past. We have als o found, in some 

cases, that the A l as ka n  vendors are just u n a b le  to p e r f o r m  p a r t i c u l a r  

erv ic e s that we may need, at least to the point w h e r e  we have 

c om p etition . I think in one area wher e pe op le  or v e n d o r s  have  been



m os t  vocal  has be en  in the are a of printing, and I r e a ll y have 

no p r o b l e m  w i t h  the v e n d o r s  p r ef e r e n c e  for printers. Thi s is not 

u n u s ua l , a nd  there are ma n y states that do have a v e n d o r’s pr e f e r e n c e  

for i n - s t a t e  printing. Wha t we cause here, in effect, is a price 

e sc a l a t i o n .  It is just a sure face of r e d u c i n g  yo ur  co mpetition.

I w o u l d  r a t h e r  see a n o t h e r  fo rm  of a s si s t a n c e  to the in -s ta t e 

b i d d e r s  in the form of p e r ha p s tax forgiv en e ss e s or low in t e re s t 

loans, these types of things. This way, I think we cou ld spread 

the b u s i n e s s  so that all Al as k an s  could take a dv a n t a g e  of the 

r e d u c t i o n  in prices. The  Ala sk a n vendors n ow have somewh at  of 

an a d v a n t a g e  ove r o u t - o f - s t a t e  bidders, and this is in the form 

of t r a n s p o r t i n g  their goods to Alaska. O ft e n times the A l as k an  

v e n d o r  is a m a l g a m a t i n g  his freigh t w i t h  freight that he is a l re a dy  

b r i n g i n g  in, w h i^ h in tur n red u c es  the price to eve ry o ne  and a ll ow s  

h i m  to be mere c o m p e t i t i v e  than the outsi de  v endor wh o se  g o i n g  to 

have  to ship in his goods at L C L  costs for freight rates. As I 

p o i n t e d  out earlier, it does indi ca te  that the Alask a v e n d o r s  are 

c o m p e t i t i v e  now. As I po in te d  out, the v a r i a ti o n of the 62 and 38 
per ce nt . The other  point is that it is discr i mi n at o ry . I know 

that we shou ld be f a v o r i n g  our local ven do r as o p p o s e d  to those 

ou tside. Peo pl e have us e d the fact that they are an A l a s k a n  b i d d e r  

as b e i n g  mor e of a store front or pass through operat ion. In o th er  

wor ds, u n de r these r e q u i re m en t s,  one needs to have a b u s i ne ss  

l i c e ns e  and will have to have had a place of bu si n es s  w i t h i n  the 

s ta te  for the prior* 6 months. C o mp e t i t i o n  is not d e f in e d here. W o u l d  

it be mo r e  than one, several, how wo uld we make this kin d of deter-' 

initiation. The o th er  thing ad m in i st r at iv e ly ,  if we were to so licit 

b id s  f e e l i n g  that we had a d e q u at e competition, we ended up w i t h ou t 

a d e q u a t e  comp e ti t io n,  we wou ld  have to cancel that bid and rebid



it and c i r c u l a t e  it to ou ts id e  vendors w h i c h  a d m i n i s t r a t i v e l y  

coul d slow dow n p r oc es s  of p r o v i d i n g  goods and s er vices that the 

a g e n c i e s  need in a t i me ly  fashion.

S e n a t o r  Bradley: You said that a small p e rc e nt a ge  of the Ala sk a

b u s i n e s s e s  take a d v a n t a g e  of the five percent. Don't you su ppose 

that t h at ' s due to the fact that they can't be c o m p e t iv e w i t h  just 

the five percent. Most b us in e ss e s can't. You say in yo ur  fiscal 

n ot e  that it wo ul d  r e du ce  bid com petition. It m ig ht  r e d uc e  bid 

c o m p e t i t i o n  outside, but it would e nc ou rage bid c o m p e t i t i o n  on the 

inside. You also say r e d u c t i o n  in v endo r c om p et i t i o n  has an 

o b v i o u s  effect of  r e d u c i n g  pr ic e c om p et i t i o n  as well. E v e n  if it 

was. . . the pro d uc t  or the service did cost more, the Alaska 

b u s i n e s s e s  w ou ld  be able to pay more people who pay taxes and the 

b u s i n e s s  woul d be m a k i n g  mor e m o n e y  and th erefore p a y i n g  more taxes 

and it w o ul d e na b le  them to enla r ge  th eir bu si n es s  and ev e nt u a l l y  

be ab l e to do alot of things that now ou ts i de  b u s i n e s s e s  do that 

A l a s k a n  b u si ne s s e s  can't do. (Ref: 3/9/79 c o r r e s p o n d e n c e  from 

Av Gross, page 1, s u b p a r a g r a p h  2 ana three.) I k n o w  it would be 

m o r e  of a p r o b l e m  p r o b ab l y for the p u r c h a s i n g  agency, but it would 

be q u i t e  an a d v a n t a g e  to Ala skans and to the ec on om y and the state 

as a whole. I n o ti ce  that you also say in your fiscal no te  that 

the N a t i on a l A s s o c i a t i o n  of Purcha si n g Of f ic ia ls  has es ti mated 

n a t i o n a l l y  that an i ncrease  in the bidders p r e f e r e n c e  w o ul d  raise 

the cost of d o i n g  b u s i ne ss  p r op o r t i o n a t e l y  wi th  the I nc rease of 

the p re fe re nce. I d i f f e r  there too. T h e  NAPO is made  up of m e m u e r s  

like  y o u r s e l f  and b u e a u c r a t s  like all of us, and it is the pr i va t e 

e n t e r p r i s e  i n d i v i d u a l s  that are s u ff er i ng  so I think it's only 

n a t u r a l  that they should be a pr o te c t i v e  as sociation, but the Buy 

A l a s k a  Committ ee , w hi c h is g r ow i ng  rapidly got hu nd r ed s of me mb er s 

in A n c h o r a g e  and Fairb an ks, they w ou ld n't agree w i t h  that org an i sa t io n .



T h e  D e p u t y  C o m m i s s i o n e r  o f  y o u r  D e p a r t m e n t  says, " T h i s  act w o u l d  

g i v e  p r e f e r e n c e  to A l a s k a n  b i d d e r s  o v e r  n o n - A l a s k a  b i d d e r s .  The  

ac t  w o u l d  i m p a c t  th e s t a t e  to the  e x t e n t  that  m o n i e s  o r d i n a r i l y  

l e a v i n g  t h e  s t a t e  w o u l d  r e m a i n  w i t h i n  the s t a t e  i f  A l a s k a  b i d d e r s  

e x i s t  f or  the  p a r t i c u l a r  s e r v i c e  n ee ded . A n e g a t i v e  e f f e c t  may  

be f e l t  s i n c e  A l a s k a n  c o s t s  ar e c u s t o m a r i l y  e s t i m a t e d  25" h i g h e r  

t h a n  t h o s e  of t h e  l o w e r  *18." "I f  t h e r e ’s o n l y  o n e  A l a s k a n  b i d d e r ,  

b i d s  ma y  be s o l i c i t e d  o u t s i d e . "  It s e em s th at  he a g r e e s  w i t h  us.

T h e  D e p a r t m e r t  of  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  s u p p o r t s  the 

c o n c e p t  o f  p r e f e r e n c e  to A l a s k a n  bid de rs . T h i s  w o u l d  s p a r k  local 

e c o n o m i e s  by p r o v i d i n g  e m p l o y m e n t  w i t h i n  r a t h e r  t h a n  o u t s i d e  the 

st a t e .  If t h e r e  is o n l y  o n e  A l a s k a n  bi d d e r ,  bi d s m a y  b e s o l i c i t e d

f r o m  o u t s i d e  th e  s t a t e  . . . etc.

R i c h a r d  B r a d l e y :  I w a n t  to r e s t a t e  that we see th e n e e d  to a s s i s t

t h e l o c a l  v e n d o r .  We  h a v e  no  p r o b l e m  w i t h  that. We a r e  o n l y

d i s c u s s i n g  the v e h i c l e  by  w h i c h  it is b e i n g  done. As I s a i d  e a r l i e r ,  

w i t h  th e s p r e a d  of  the b u s i n e s s  now, w h i c h  s ee ms  to fit in w i t h  

o t h e r  s t a t e s  t h a t  I ha ve  t a l k e d  w i t h  that they h a v e  a b o u t  the same 

s p r e a d ,  s o m e w h e r e  a r o u n d  7 0 / 3 0  as far as i n - s t a t e  and o u t - o f - s t a t e  

b u s i n e s s  a nd  w e ' r e  r u n n i n g  p r e t t y  c l o s e  to the o t h e r  s ta t e s ,  e v e n  

t h e  o n e s  th a t d o h a v e  so m e k i n d  of  a v e n d o r s  p r e f e r e n c e .  O u r  

p o i n t  is, is t h e r e  a n o t h e r  v e h i c l e ,  r a t h e r  t h a n  t h r o u g h  the c o m p e t i t i v e  

p r o c e s s ,  in o t h e r  w o r d s ,  s p r e a d  t h i s  v o l u m e  out. Th e  s t a t e  is s m a l l  

p o t a t o e s  as f a r  as m y  d i v i s i o n  is c o n c e r n e d .  1-27 m i l l i o n  if we w e r e  

to a w a r d  e v e r y  c o n t r a c t  to an :Ln-state b i d d e r  or b i d d e r s ,  it ' s not. 

g o i n g  to m a k e  o r b r e a k  a n y b o d y .  T h e  p o i n t  is, if  we c a n  s p r e a d  that  

b u s i n e s s  ou t so tha t yo u a nd  I as p r i v a t e  I n d i v i d u a l s  a r e  g o i n g  to 

p a t r o n i z e  t h e s e  v e n d o r s  m o re , if we can, in some form, e n c o u r a g e  

l o c a l  v e n d o r s  to be c o m p e t i t i v e  w i t h  t h e i r  p r i c e ,  to e x p a n d  t h e i r



go od s and s e r v i c e s  that they carry, so that we can all take a d v a n t a g e  

of It, that's my  point. We are just a d d i n g  an e x t r a  p e r c e n t a g e  

figu r e onto wh a t  the st at e' s cost of d o i n g  bu si n es s  is right now, 

and yet i t ’s not g o i n g  to s t i m u l a t e  the ec on om y as m u c h  as if we 

wer e to s pr e ad  this a r o u n d  b e c a u s e  we ' re  still not d i s c o u r a g i n g  the 

s t o r e f r o n t  op eratio n.  T h e s e  ver y same people, and I'm sure that 

p e o p l e  in A n c h o r a g e  wi l l admit to the fact that they w i l l  be 

a w a r d e d  c o n t r a c t s  and  turn a r o u n d  and have the work done outside.

Th is  is not unusu al. So what we end up with is a pass th rough 

or we have a b r o k e r  s i t u a t i o n  and that is not s t i m u l a t i n g  the local 

eco nomy. Y o u ' r e  b r i n g i n g  some of those do ll ar s  ba c k  in the form of 

t axes but by the same to ke n w h a t e v e r  they w o ul d  have done i n-st at e 

is g o i n g  to be r e d u c ed  by w h a t e v e r  it costs to have it done o u t -o f - 

st ate and then the r e' s  the m u l t i p l i e r  effect. W e 'r e  w o r k i n g  wi th 

CED a nd  R e v e n u e  to d e t e r m i n e  e x a ct l y what is the multiplit r effect 

as s o m e t h i n g  that ha sn 't  bee n a d d r e s s e d  as the local m e r c h a n t  puts 

t h es e  pieces of  e q u i p m en t  and I als o a s s um e that he's also g o i n g  to 

be* d e p r e c i a t i n g  them and thi ng s like this so what is the true 

m u l t i p l i e r  ef fe ct ?  And the d e g r e e  or amount of  taxes that are c o m i n g  

b a c k  into the state.

S e n a t o r  Brad le y:  In that regard, yes they do farm out some of  t he ir

work, but they still keep some of that pro fi t here and they still pay 

tax on the full amount, so we still gain. Arid, too, we gain e m p l o y m e n t  

and they pay taxes.



Y/e n e ed  to give as m a n y  of these c on t ra c ts  as we can to Alaskans.

If wo just let some of our bu s i ne s s start sometime. Thi s is why 

the Buy A l a s k a  C o m m i t t e e  is g r o w i n g  so rapidly. . .

I r e a l l y  do t h i n k  that it w o n ’t hurt compet it io n, i t ’ll just be 

less fn om the o u t s i d e  and me r e fr om the inside. And if we d o n ’t 

have the p r o d u c t  and the service in the state of c o ur se  that can 

be w a i v e d  and you can go ou t si de  anyway. Do any m e m b e r s  of the 

c o m m i t t e e  have any q u e s t i o n s ?

S e n a t o r  Kelly: Do you have any idea of the g o v e r n o r’s po s i t i o n

on these bill s ?

Bradley: He is s y m p a t h e t i c  to the concept, in other1 w o r d s  the

c o n c e p t  is s t i m u l a t i n g  bu s in e s s  in the state. T h e r e’s a q u e s t i o n  

a g a i n  of w h e t h e r  or not this is the correct vehicle. Wh a t sho ul d be 

do ne  is to look at this w it h CED, Dept, of Revenue, the D i v i s i o n  of 

G e n e r a l  S e r v i c e s  and also get into some of the p ublic w o rk s  c o n t r a c t s  

as well.

S e n a t o r  Kelly: I am just w o n d e r i n g  that if we d on't come up w i t h  a

bill that is s e n s ib l e to the Governor, w h e t h e r  he ve t o the m a j o r  that 

we came up that it was unac ceptable .

Bradley: 1 c a n ’t an swer  that.

S e n a t o r  Bradley: S e n a t o r  Kelly, I can p a r t i al l y a n s w e r  that in that

I k n o w  that as of last year, he was a g r e ea b le  to 10# but they didn ' t  

wa nt  to go any h i gh e r as also former C o m m i s s i o n e r  Al len was a g r e e a b l e  

to 10#. I kn o w  we've got some bills in the House chat go up to 15#.

(Senator Bradley) con't



S e n a t o r  B r a d l e y  ( c o n’t): I d o n ’t be lie ve  a n y b o d y  has do ne  as m uc h

r e s e a r c h  on  it as the C o m m e r c e  C o m m i t t e e  di d la s t year. W e  se n t out  

a f l o o d  of l e t t e r s  a nd  go t a f l o o d  back. Q u i t e  a d e l u g e  of  m ai l.

M o s t  of them liked from 10 to 15% so w e  thought  m ay b e 12.5%. I had 

C o m m i s s i o n e r  agree to 12.5® as a co mp r o m i s e  last year so I d o n ’t k n o w  

if the g o v e r n o r  w o u l d  c o m p r o m i s e  w i t h  the 12.5%, ma y be  raise it 

a n o t h e r  2.5% or not, I have not c o n f e rr e d wi th  him  on that. Most 

of the ho u se  bills have 15%.

Bra dley: One thing, I think, that should be r e al i z e d  is the fact

that it will cost the state mor e to do b us i n e s s  and it could 

d r a m a t i c a l l y  affect ma n y  of the state ag en cies budgets. For example, 

w e  we r e talki ng  about Dept, of High ways, if we did use this 10% 

figure, w h i c h  is so m et h in g  I just pul led out of the air, to be honest, 

and at 10%, we we r e t h eo ri z in g  the amount of p u r c ha s es  of ve hi c le s  

that they have p r o g r a m m e d  for next year could mean the loss of about 

30 ve h ic l es , those be in g used by pub li c heal t h  aides and social 

w o r ke rs ,  and who ever. It could  ha ve  d r a ma t ic  effects on these 

p e o p l e s  pro gr a ms ,  of course, the other a l t e r n a t i v e  is to keep the 

v e h i c l e s  they have now, w h i c h  are bec om i ng  hig h m a i n t e n a n c e  factors 

w h i c h  m ea ns that they are going to have to put more wo rk  in to keep 

the tilings runni ng  so there will be addit io nal cost to the state.

S e n a t o r  Bradley: In that regard, I sincer el y bel i e ve  that w ha t w o u l d

co st more w o u l d  be c o u n t e r e d  by wh at  we would gain. In fact, it 

w o u l d  mo re  than even out b e c a us e  the e c o no m y of A l a s k a  w o u l d  grow 

in m u c h  mor e rapid p o r p o r t i o n  than it al rea dy is and ano t h er  thing 

is that the state buys alot of veh ic l es  and units from o u t s id e that 

d o n ’t se rv ic e what they sel] . T h e y  have sa le s ma n  up here, they d o n ’t 

pay taxes, all the m o n e y  goes outsid e and it amounts to alot of m o n e y  

Al o t of that d o es n 't  even go through you, isn't that corr ec t?

Bradley: We  do bid the vehicles, but they do either make a r r a n g e m e n t s

to have the v e h i c l e s  serviced up here as if any one of us had bou gh t 

a car outside, but we' ve  also set up in alot of our bids p u r p o s e l y



B r a d l e y  (Con't): a r e q u i r e m e n t  that se rvi ce he p r o v i d e d  locally as

far as the p r i n t i n g  for example, we have an u n w r i t t e n  p o l i c y  

d i s t r i b u t e d  as soon as we know that the c o m p e t i t i o n  is here. We 

c i r c u l a t e  the bids to just in- state vendors, but w h e n  the c o m p e t i t i o n  

isn't there, or there isn't a dequate  co cion we wi l l c i r c u l at e

the bids outside. We try to favor local vendors. The am ou nt  of 

b u s i n e s s  we are doing . . . with the amount of b u s i n e s s  that a 

p a r t i c u l a r  v e n d o r  does, he could gear up, he c ould do mo re  bu s iness , 

if he was in su re d  that he w o u l d  get all of our b u s i n e s s  and there

are a few v e n d or s  that are capable of p r o v i d i n g  the s e r vi c e that

we need, m ay b e only one v e nd or  is some cases. We don't have the 

c o m p e t i t i o n  all the time. But, i n-state  ve nd or s  can c o m p e t e  and 

those that w o u l d  be c o m p e t i n g  would be s e n di n g the wor k outside.

S e n a t o r  Bradley: Yes, ma y be  initially, but m a y b e  e v e n t u a l l y  they

c ou ld  compete. E v e r y b o d y  has to grow. I think, fra nkly, that w e ' v e  

got to try this. M a yb e next year w e ’ll see wh a t  the bugs are in the 

s y s t e m  and perha ps  do away with them or come up w i t h  a tax credit 

s i t u a t i o n  that you mentioned. So man y other states have simi l a r 

type bills. We are trying to ed uc at e ou r s el v es  w i t h  their e x p e r i e n c e s  

This is w h a t  the Buy A l a s k a  C o m m it t ee  wants and m a y b e  if they think 

they know what they want, we'll find out if it's right after w e 'v e  

tried it.

Bradley: It could be done . . . there's one area that s ho ul d  be

p a s s e d  and that I think shou ld be included and I h a ve  a conc e rn

about the federa l p a r t i c i p a t i o n  in these state p r o g r a m s  and that

is w h e r e  this l eg i sl a ti o n is d i s c r i m i n a t o r y  and it's ve ry  p o s s i b l e  

that the fe deral g ov e rn m e n t  might de cl in e  to put their m o n e y  into 

these p r o g ra m s be ca us e  they do c onside r the l e g i s l a t i o n  d i s c r i m i n a t o r y  

Say w e ' r e  h a l f w a y  down the line, and this l e g i s l a t i o n  pass e s  and 

so m et i me  d u r i n g  the year the federal go v er n m e n t  comes in and says 

"no, you can't do that" there's noth i n g then to a l l o w  us to do 

a n y t h i n g  di ff erently.



S e n a t o r  Bradley: Yes, we found out that we had that p r o b l e m

and if we do, we' ll  amend the law and change  it. But if other 

sta te s can now have 3 and 5 and 10, co ns i d e r i n g  the fact that we 

are not c o nt ig u ou s  to t.he rest of the cont i ne n ta l  U.S., and the 

h i g h e r  t r a n sp o rt at i on  costs, the h i g he r wages, the h i gh er  cost of 

l i v i n g  think anyb od y  wo ul d agree that we  deserve the 12.55 and 

that s ho u ld n' t be co n si d e r e d  d i s c r i m i n a t o r y  if it's b e e n  to the court 

and 55 or 105 i s n’t di s c r i m i n a t o r y  in some other states then I don't 

t hing 12.55 wo u ld  be in this instance.

Bra dley: I have a little case law h i re that was s u b m i t t e d  through

the A m e r i c a n  Bar A s s o c i a t i o n  Lha they arc trying to get all states 

to adopt. They  have some case law here that is c o n t r a r y  to what

I ’ve been  h e a r i n g ............... u p h o ld i ng  the fact that in-state

p r e f e r e n c e  is di sc r im i na t or y.  I would be happy to mak e a copy of 

this fo: the committee. It hasn't be en  tested on the federal level 

th ese have been state laws.

S e n a t o r  Bradley: I've put alot of re se a rc h  in this for the last

thr ee years, and I'd like to cover just one more co mm e nt  and on your 

no tes at the b o tt o m of the fiscal note it says . . added to this 

a d di t i o n a l  overall cost of doing busi ne ss must be added  extra 

e x p e n s e  of a d m i n i s t e r i n g  p r o c u r e m e n t  ac ti v it ie s  such as d e t e r m i n i n g  

re sidency, bene fi ci al ownership, and so on, th er efore we a nt i ci p at e  

a d d i n g  one full-time clerical p o s i ti o n in bo th  the A n c h o ra g e and 

J u n e a u  of f ices."  It might w o r t h  it to do that and I think it is 

w o r t h  it to A la sk a  B u s i n e s s m e n  to do that and I think that if we 

had two people, alth ou gh the trend is not to add people, but these 

two people w ou ld  be for the good of ec on omy and good business.

Kelly: Bet we e n the two spons or  substitutes, do you sec one being

a n y m o r e  p re f erentia l than the other?

Bra dley: Well, ap pa r en t Jy  Sen at o r Da nkworth has am ended his and

1 h a v e n ' t  seen it, I've only seen the origin al  bill see med as though 

it w o u l d  be easier from our side to administer, it was more right



dow n the line. You r am en de d  v e r s i o n  w o u l d  be easi er to a d mi ni s te r  

tha n the initial one.

S e n a t o r  Bradley: Dick, we ti gh te ne d ours up in a few p l a c es  that

we m i g h t  later a me nd  out in that we w a n t e d  to do all we could for 

the b u s i n e s s m e n  and we w a n t e d  them to approve. Now, they may be 

a g r e e a b l e  to w a t e r i n g  it down a little bit at a later date. The r e' s  

alot of e m p h as i s on this and I feel that one of them has got to go 

th ro u gh  this year, the p r o b l e m  is that we c o o r d i n a t e d  this one 

c l o s el y  w i t h  the Buy A l a s k a  Committee, because 1 didn't feel it was 

good b u s in e ss  to go off on a tangent and d re am  up one that w a s n ' t  

a g r e e a b l e  to them so that's the reason we are pu sh ing this one.

But, I think that we might later, in F i na n ce  and since D an kw orth 

and I have d i s c u s s e d  this, m ig ht  int egrate parts of his there, but 

at this time wre don't know that and are still di s cu s s i n g  it.. The 

Buy A l a s k a  C o m m i t t e e  do es n' t know those detail s yet and plus we want 

to add an a me nd ment today about this i d e n t if i ca t io n  seal that we 

m e n t i o n e d  briefly. They ha ve n' t been advised of that in any detail.

S e n a t o r  Stimson: Mr. Bradley, I would just like to ask that you

take a look at all of the various s u bstitut es  here that have been 

s u b s t i t u t e d  and maybe you can come b a ck  to us at a later time wit h 

yo ur  re c om me nd ations.

S e n a t o r  Kelly: I keep hearing r ef e re n ce  to the Buy A l a s k a  Commi tt ee ,

who is that?

S e n a t o r  Bradley: Tim, the Buy Alas k a  Co m mi t t e e  is an o r g a n i z a t i o n

fo rm e d  of the bu si n es s  o r g an i za t io n s in Anchorage, and it is 

s p r e a d i n g  all over the state and they hope to expand down in this 

area. It b e g a n  initially with p r i m a ri l y printers, and p ub l ic  r e l a t i o n s  

and a d v e r t i s i n g  agencies and they are going from that to include 

all other small businesses.



M a r k  Jensen, A s s o c i a t e d  General C o n tr a ct o rs  of A la sk a

Je nsen: The a s s o c i a t i o n  a p p re c ia te d  the interest that you have

ta ke n in this subject. As you know, there are three or four bills 

on this subject and I have testified on one of them already. I 

c h e c k e d  w i t h  the C o m m e r c e  Department y e s t e r d a y  and 1 was s u r p r i s e d  

to find out that for this year which is from June to Ju ne  that there 

are about 4,000 r e g i s t e r e d  licensed c o n t ra c to rs  in Alaska. Ab out 

50% of those are wha t they call " s p e c i a l t y  co nt ra c to rs "  and the 

o t he r  50% w o u l d  p r o b a b l y  fall into wh at they call a "g en eral con tra ct or ". 

A l o n g  w i t h  that, the license fee for a " sp ec i a l t y  c o nt r a c t o r "  is $50 

for a "g e ne r al  c o nt r a c t o r "  is $100 but on top of that, the state 

r e q u i r e s  that the c o n t r a c t o r  put up a surety bond. A n d  the surety 

b on d  for the "spec ia l c ontr ac to r" is $2,000 and the surety bo nd  for 

the "general  c o n t r a c t o r "  is $5,000. W r i t t e n  into that s u r e t y  bond 

is a p r i o r i t y  list, 1) that all taxes to the state will be paid,

2) that all labor costs will be paid. That was i n t e r e s t i n g  to me.

To get this li cense on the law today, you have to be an A l a s k a  

r e s i d e n t  for at least 6 months and have yo ur  o pe ration i d en t if i ed  

as in A l a s ka  and d oi ng  most or all of your b u si ne ss in Alaska. In 

t a l k i n g  about any pr e fe r en ti a l treatment in bid di ng  . . . out of 

these 4,000 or 2,000 contractors, the nu mb er  in the A s s o c i a t e d  Ge n er al  

C o n t r a c t o s  is just a little over 400. T ho s e are the people that 1 

am r e p r e se n ti n g.  W i t hi n that group the b i d d i ng  has be en  so c o m p e t i t i v e  

on m o s t  contracts, that the Al as ka  bi dd er hi ms el f has e n j o y e d  g e t t i ng  

the bid, so when we  arc talking about pr e fe r e n t i a l  t r e a t me n t in a 

bill like this, the best figure 1 can come up with is that you are 

s a v i n g  the bid for A l a s k a  about 20% to 25% of the time. T h a t ' s  a 

ve r y im p ortan t factor as far as people surviving here and rais i ng  

t he i r famili es  here and h a vi ng  all their in ve stm ents here. So it is 

a g o o d  bill. In a n a l y z i n g  all the bills and just ge tting a feel of 

it for m y s e l f  the a d m i n i s t r a t i o n  all the way down, I'll just c o n cl ud e  

m y  t e s t i m o n y  with one sentence, and that is that I think that great 

p o r t i o n  of the pr o bl em s  of the number of A l as ka  bids falls into 

the c a t e g o r y  b e l o w  $200, 00 0 of all the d i ffere nt  types of s p ec ia lty



p e o p l e  and like I say just h a vi ng  testified in some of the other 

c o m m i t t e e s  and h a vi n g a feel for what is pos s ib l e and what isn't 

p os s ib le ,  I w o u l d  r e c o m m e n d  that one wo r d be ch anged in HB 273 

and it just m ig h t fly. I just change d the 5% over a hun dr e d t housand  

to S%. I a p p r e c i a t e  the 12.5% effort and all I'm saying that for 

is tha t the feel I've got te n from all the di fferent  testi mo ny  and 

the a t t i t u d e  of all the di f fe r en t people.

S e n a t o r  Bradley: T h a t' s the p r o b l e m  right now, the 5% just

d o e s n ' t  help the p e o p l e  we are trying to help right now . . .

Je ns en : T h i s  is over a h u n dr ed  thousand, you got the br e ak d ow n

rn all these other types of bids. . . you co uld even maybe chan ge 

the h u n d r e d  th o us a nd  to two h u n d re d  thousand.

S e n a t o r  Bradley: To  raise that a little bit to 10% or 12.5% would

p r o b a b l y  he lp e v e r y b o d y  a little bit, it w o u l dn ' t hurt the general 

c o n t r a c t o r s .

Je nsen: Let me say this again just for the general con tractors.

Any i n c r e as e  above 5% is a p p r e c i a t e d  but instead of losing e v e r y t h i n g  

we w o u l d  be ha p py  to get if we wer e lucky enough to get . . .

S e n a t o r  Bradley: . . . get 3% more than you al ready have.

S e n a t o r  Stimso.i: Mark, I'd like to ask a couple of questions.

Y ou s l i p p e d  over some figures rather quick ly  and I di dn 't get them. 

T he  d i f f e r e n c e  of cost for the licenses for special and general 

c o n t r a c t o r s  is what?

Je nsen: 58.00 for the s p ec ia lty and 100.00 for the general.

St imson: Okay, and the sur et y bond?



Je nsen: 2,000 for the s p e c i a l t y  end 5,000.00 for the general.

Stim son: Thank yo u.  Y o u ' v e  had a chance to r e vi ew  the va rious

b i ll s  and y o u ' r e  s u p p o r t i n g  the H ou se  Bill by Miles ?

Jensen:  I s u pp o rt  SB 114 all the w a y  thro u gh  b e c a us e  I think that

its r e a l l y  g oing out. My only p o in t is that after t ouching  base 

w i t h  a few d i f f e r e n t  types of pe op le  that are going to have quite 

an i n f l u e n c e  on this bill just from a p o li t i c a l  standpoint, I back 

w a y  up . . . they w e re  ve r y c o n c er n ed  with p er c en t a g e s  on the lower 

c on t ra c t s ,  w h i c h  of course, we have not hi n g to do with. And, I think 

that l i s t e n i n g  to t e s t i mo ny  that that is a p r o b l e m  up to 100,000

or 200,000. I think there is alot of c o n s i d e r a t i o n  ̂ n this bill

in the brea kd o wn .

S e n a t o r  Bradley: The only p r o b l e m  that I can  see in that is that

it is not h e l p i n g  the p e op l e that have bee n push i ng  the most on this. 

T he  on l y  d i f f e r e n c e  is that we have c o o r d i n a t e d  this bill and we have 

c o o r d i n a t e d  it wi t h this orga nization . Whe reas, you have yo ur  cwn 

o r g a n i z a t i o n ,  A s s o c i a t e d  General C o n t r a c t o r s  and you are be in g 

r e a l i s t i c  in s a yi n g " w e' re  g e t ti n g 3% more" and I u n d e r s t a n d  that 

but we w n a t  to help the little guy too. E v e n t u a l l y  w h a t  m i g ht  h a p p e n

ri ght n ow  they w a n t  this one to pass, but b efore  it gets out and

all the t e s t im o ny  has been listene d to, and we will get this t r a n s­

cri b e d  and get it down to the o rgani za ti on, and w e' ve  got to w o r k  

on this v e r y  fast b e c a u s e  there are going to be some changes.

S e n a t o r  D a n k w o r t h  and 1 have been w o r k i n g  on this very c l o s el y 

t o g e t h e r  and lie we nt  one w ay  and I went an o th e r way and in ad dtion 

lie's be e n w o r k i n g  on M a n u f a c t u r e r s  in A l a s k a  seal and w e 'r e going 

to put all this to ge t he r  but we don't have time to do it today.

S e n a t o r  Kelly: Do you think that the House Bill you  refer to will

fly?



Je ns e n:  W e ' r e  e n d o r si n g SR 114 from the sta nd p o in t  of taking care

of the A l a s k a  problem.

S e n a t o r  Bradley: Well, then ma y be  a good c o m p r o m i s e  might be 1 0‘S.

I d on 't  kn o w  if the small b u s i n e s s m e n  and PR and a d v e r t i s i n g  

and p r i n t e r s  will think that w o u l d  be e nough of an a d v a n t a g e  . . .

J e n s e n : ............. they start in w i t h  20% and b r ea k s it down. . .

S e n a t o r  Bradley: 20% I think is too high and I think w h e n  you

get d o w n  to the lower part of that that . . . .

J e n s e n : .............. it didn't change the b ot t om  line, but the 20%

on ly  involves- $10,000.00.

(T e l e c o n f e r e n c e  W i t n e s s e s )

Mr. Bob Schenker* The bill I'm looking at here i n co r p o r a t e s  some 

of the r e q u i r e m e n t s  that we had pro p os ed  to you from the Buy A l a s k a  

Co mmi t te e . I am te stif y in g  on b e h a l f  of the Buy A l a s k a  C o m m i t t e e  

and  I wi ll  ma ke  specific comments on CSSB 114. In r e g a r d  to your 

C SS B  114 this is ex ac tl y  the type of bill we would like to see 

enac ted. It p r o vi d es  for p r e f e r e n c e  to b u si ne s se s  in A l a s k a  and 

a llows the Dc p a rm c nt  of A d m i n i s t r a t i o n  through its p u r c h a s i n g  

function, to do b usine ss  w i t h  ou tside vendors when no c o m p e t i t i o n  

e xi s ts  w i t h i n  the State. It also takes away some of the la titudes 

and p e r o g a t i v e s  of the p u r c h a s i n g  agent in rega r d to the t e rm i n o l o g y  

d e c l a r e d  emergency. This is a de f in i t i o n  that should be included 

in any l e gi sl a ti o n consid er e d by yo ur  c om mi tt ee and by the legislature. 

The sta t ut e  as it now exists is wid e open for the p u r c h a s i n g  agent to 

use his own d i sc re t i o n  to p ur ch ase ce rt ai n types of c o mm o d i t i e s  as he 

sees fit. W i t h o u t  the term i n ol og y  "a d e c l a r e d  eme rgency ".  So 

e s s e n t i a l l y ,  your CSSB 114 is very s a t i sf a ct o ry  from the point of 

v i e w  of the RAC and the ma ny  businesses' it represents.



S e n a t e s  B r a d l e y :  As y o u  ar e a w a r e  of  and  m o s t  c o m m i t t e e  m e m b e r s ,

t h e r e  h a v e  b e e n  al o t o f  v i o l a t i o n s  by the D e p a r t m e n t  of A d m i n i s t r a t i o n  

t h a t  is th e G e n e r a l  S e r v i c e s  D i v i s i o n  t h a t  does  the p u r c h a s i n g .

M a n y  of  the  s m a l l  b u s i n e s s e s  h a v e n ' t  h a d  a c h a n c e  to c o m p e t e  so w e 

ar e  a l s o  g o i n g  to lo ok  in to  the e n f o r c e m e n t  bit. of this o n c e  w e  g e t  

the b i l l  p a s s e d .  T h e r e ' s  n o t h i n g  in this b i l l  that has to do w i t h  

e n f o r c e m e n t ,  b u t  if t h e y  b r e a k  the law, w e ' l l  ri d e h e r d  on it and  

se e  t h a t  t h e r e  is e n f o r c e m e n t .

S c h e n k e r :  If I u n d e r s t a n d  th is  b i l l  c o r r e c t l y ,  it r e p e a l s  the 5*

jireference in its e n t i r e t y ,  is tha t c o r r e c t ?

S e n a t o r  B r a d l e y :  T h a t  is c o r re ct .

S c h e n k e r :  In p l a c e  of the p e r c e n t a g e  p r e f e r e n c e ,  it s i m p l y  d i c t a t e s

to th e D ept , of  A d m i n i s t r a t i o n ,  t h r o u g h  the n e w  s t a t u t e s  that b i d s  

w i l l  be  a d v e r t i s e d  to A l a s k a  b i d d e r s  an d to n o n - A l a s k a  b i d d e r s  w h e n  

no c o m p e t i t i o n  e x i s t s ?  An d  the a w a r d s  w i l l  be m a d e  to l o w e s t  

r e s p o n s i b l e  A l a s k a  b i d d e r  if in fa ct  g o o d s  an d s e r v i c e s  are  a v a i l a b l e /

S e n a t o r  B r a d l e y :  T h a t  is cor re ct .

S c h e n k e r :  O n e  t h i ng  that I s h o u l d  c o m m e n t  on C S S B  114 u n d e r  s e c t i o n  1 

it s t a t e s  th a t . . . it's a d d i n g  w o r d s  "t o  A l a s k a  b i d d e r s  or n o n - A l a s k a  

b i d d e r s  w h e n  no c o m p e t i t i o n  b e t w e e n  A l a s k a  b i d d e r s  e x i s t s " a n d  t h e n  it 

g o e s  on to sec. D w h e r e  is says  "an  a w a r d  m a y  be m a d e  to a n o n - A l a s k a n  

b i d d e r  w h e n  no  c o m p e t i t i o n  b e t w e e n  A l a s k a  b i d d e r s  e x i s t s . "  T h e  b i l l ,  

u n d e r  D, t e n d s  to r e p e a t  it se lf,  is this for p u r p o s e s  o f c l a r i f i c a t i o n  

so t h a t  t h e r e  is no a m b i g u i t y  or just  w h a t  is the p u r p o s e ?

S e n a t o r  B r a d l e y :  v es, y o u  h a v e  s u b p a r a g r a p h  C and D a n d  it is r a t h e r

r e p e t  i t i o u s .



S ch e nk er : S e n a t o r  Bradley, you m e n t i o n e d  e n forceme nt  and of cou rs e

the c i t i z e n s  of A l a s k a  re alize that the s t at ut es  are the law u nd er 

w h i c h  the e x e c u t i v e  bran c h should op erate and that shou ld  be adequate, 

but w e  c an  a g re e  t. at the a d m i n is tr a ti v e aspects o L p u r c h a s i n g  could 

be t i g h t e n e d  up a little.

S e n a t o r  Bradley: Q u e s t i o n  by Senato r Kelly.

S e n a t o  Kelly: A r e  y ou  in the p r i nt i ng  bu siness y ou r se l f?

S c h e n ke r : No I'm not.

S e n a t o r  Kelly: Is s omebody there that can tell me in regard to

p r i n t i n g  con tr a c ts ,  what general range they fall into? Are we 

t a l k i n g  u s u a l l y  10-20 thousand dollars or 10-50 thousand d ollars ?

If t h er e 's  a n yb od y  that can ans we r that question, I'd like to know 

the answer.

S e n a t o r  Bradley: Well, if it's the tax bu ll e ti n  or the Alas ka

C a m p a i g n  bu l le ti n, that ammo unts to a large amount of m o n e y  or 

the ballot.

S ch en ker: . . . tax p a m p h le t  or your electio ns  ca mp a ig n  in fo rm at i on

that runs in the area 85-100 thousand. They think the av er age bid 

for p r i n t i n g  wou ld  p r o b a b l y  fall between 5-6 t hous an d dollars.

E u g e n e  !'. Y o n k i n , Chemic al  § Gee logical L a bo r at or ie s in Alaska:

I'd like to testify in support that by payi n g a little mor e i ni ti a ll y  

you s t i m u l a t e  c om p e t i t i o n  not slow it down. A couple of years ago, 

in our instance, the oil co mp an ie s agreed to pay a little mo re  to 

get s i m u l t a n e o u s  metal analysis. This al lowed us buy  i n s t r u m e n t a t i o n  

w h i c h  cost  over  100 thousand dollars and at this time we are Not now 

c o m p e t i t i v e  with outside markets. If it w o u l d n ' t  have been for the 

oil c o m p a n i e s  gi vi n g  us this, we'd still have to be doing them on a 

one time ba si s wi th  a mu c h  higher figure.



12. T. Yonk in  (C o n ' t ) :  Tha t ends my t e s t im o n y .

J e r r y  Bowers, F a i r b a n k s :

I'd like to gi ve  te st imony on the bill in front of me here, SB 114. 

(unclear) . . .  to the indivi dual s p o ns o ri n g this bill, it's high 

time we  start t h i n ki n g of A l as k a first. The situa ti on  is this: that 

it takes v e r y  little ec on o mi c  prowess to u n d e r s t a n d  the effects of 

the m u l t i p l i e r  effect. If we wer e spending 50 m i l li on  do lla rs a 

y e a r  o u t s i d e  and s t im u l a t i n g  the Seattle  or somebo dy  elses ec onomy 

in the lower 48, (unclear) . . . we could convert that m on ey into 

150 m i l l i o n  doll a rs  a year, why don't we do the same here. A true 

u n d e r s t a n d i n g  of the m u l t i p l i e r  effe ct makes it obvious that the 

t hree (?) f actor is minimal. We could be talking 6 or 9 so vhat does 

it do? What ha pp en s if we allow the mone y that we are cu rr en tl y 

s h i p p i n g  o u t s i d e  . . .  it allows the Seattli tc s  to bui ld  more h ouses  

and bu i ld i ng s , why don't we convert it into w o r k i n g  for us in the 

s ta te  of Alaska. What we have here is simply a situat io n that a 

d i f f e r e n t i a l  won't  e n c o u ra g e the larger companie s ou ts ide to want 

to e i t h e r  e s t a b l is h  a b u s i n es s in Alaska, w h i c h  is good, w h i c h  means 

tha t they'll have to employ A laska ns  or bring the people  up with them, 

h ow e v er ,  if they do it, it st imul a te s  Alaska. And, if they don't do 

it th e n  they're going to have to find a sponsor of their pr od u ct s  in 

the state of A l a s k a  to represen t them and this in turn also cr eates 

m o r e  jobs and puts mo re of the y o u ng e r g e ne r at io n  to work in general. 

We hav e a cost of living factor here in Alaska in general that 

j u s t i f i e s  us c o n s i d e r i n g  c h ar gi ng  a dif fe ren tial. The support of 

a bu il di n g,  the su pp ort of the p eople here who no rm al l y make more 

to s u r vi v e in our e n v ir on m en t  here in the state. I believe the 

s ta t e m on ey  is well spent even if it costs the state just a little 

m o r e  to start this snowball effect. The be ne fits deri v e d from h a v in g  

this m o n e y  roll around wi th in  the state are su b st a n t i a l l y  greater 

than the amou nt  of a dd it io nal mo ne y expended. We would like to kick 

this o f f  also by saying that yes the favorite. . . I don't really want 

to call it servitism, b e c a u s e  we are serving ou rs elves or a



Bowe rs (con't): di f fe re n ti a l a lthough that might be a be tter word

for it but the federal g ov er n me n t does r e c o g ni z e the differential.

I h ea r d one man te stify just a little w h i l e  ago that no the federal 

g ov e r n m e n t  h a sn ' t co nt e st e d it but they object to it a little bit.

T h e y  call it d i sc r im i na to r y.  I'd like to touch on a couple  mo re  

areas here. The  amount of the di f fe r e n t i a l  is b e t w e e n  10 and 15 

p e r c e n t  bra ck e t w o u l d  be a good measure. I think it's v e r y  ob vi ous 

that the cost of living is s u b s t a n t i a l l y  hig he r  than that in Fa ir banks 

I think it's s o m e wh er e  in the top ten. My thoughts on SB 114, I'd 

like to e n c o ur a ge  the C o m me rc e  Co mm i tt e e to invest ig at e the p r a c t ic e s 

of our state g ov e rn m en t  in ven d i ng  or bidding pro ce d ur e s.  Will you 

ac ce p t a little testimony on that or is that off the track too far?

S e n a t o r  Bradley: Yes, p l ea s e give us the be ne fit of that information,

Mr. Bowers.

Bowers : I have been a c t i ve ly  bidd in g in the state on co nt r a c t s  for

the pas t three to three and a half years. Currently , I have a la wsuit 

a g a i n s t  the state for fail u r e of the state to give the co n t ra ct  to 

the lowest bidder. In that case, I happen to be the lowest bidder. 

It's i n t e r e s t i n g  to note here that we have in some are as of the state 

ve ry  w e a k  gen er a l s ervice s and supply division. The net result is 

that is causes the c o n t r a c t o r  to ju stify his p o si t i o n  and it makes 

it very expensive. Wh at  ha ppens is this; we ohc ui d s t r e a m l i n e  the 

p r o c e s s e s  s o m e w ha t  here to ma ke  it easier to co rr e ct  the prob le ms 

w h e t h e r  they are c r e a t e d  by the co n tr a c t o r  or by the state. The 

low c o n t r a c t o r  in the state is faced with the following: Should

yo u want to slow things dow . enough you have to go in and file an 

i n j u n c t i o n  or a te mp orary r e s tr ai n in g  order. If you can't show 

i r r e p a i r a b l e  harm wh i ch  me ans that you can't show that you are 

go ing ba nkrupt,  hic h I w a sn 't  in this case, and I'm still not, you 

can't really stop the tiling. They'll go ahead and th ey 'll go ah ead 

and award. Wh en  you arc trying for a t em p or ar y r e s t r a i n i n g  order,



Bow ers (con't): and that wo n' t work b e c a u s e  y o u  can't shou 

i r r e p a i r a b l e  ha rm  so y ou  end up sueing the state. The net: result 

is this: that the state appo ints the judges, they pay the judges, 

the p e r s o n  is not al lowed to be tried in front of his peers. It's 

a v e r y  c l o s e d  hearing, and on top of that, the state c ontrol s the 

amount of  time that is reaquirei to come up on be fo re y ou  ever 

r e c ei ve  your court trial. Some things just a r e n ' t  right. Now,

I b e l i e v e  that Genera l Services and S u p p l y  D i v i s i o n  sho uld be 

investigat ed . I b e l i ev e  that m y  case should be consi de re d. I 

feel in m y  mind, I think that the ge neral p r o c e d u r e s  in this 

p a r t i c u l a r  area, the b o o k k e e p i n g  work shoul d be i nv e st igated. The 

. . . uh, these p e o pl e should be c on t ro l le d a little more. Yo u have 

a p r o b l e m  w h e r e  e vi d en tl y  they get st uffed into a slot w h e r e  they've 

be e n there for a long p e r io d  of time, they have e s t a b l i s h e d  friends 

in o t h er  areas and f av o ri ti s m creeps in on them. We shou ld  have 

p e o p l e  in these areas that are creative, that have the abi l it y  to 

create a bid that is fair to all people b i d d i n g  on it, T he  net 

result is that it e li mi nates the r el ia n c e  on one of the c o n t ra c to r s 

as be in g the i ndividu al  that knows all of everything. The full 

force of in form at io n on any pa rt i cu l ar  contract. I'd be h a p p y  to 

turn over a copy of my case file that I have ag ain st the state if 

they are w i i l i n g  to p ea c e f u l l y  resolve this pro blem. I w o u l d  have 

done it a long time ago but it w o ul d be ve ry ex pe n si ve  for me to 

go in as an in di v id ua l  to try to stra ig h t en  the state out.

S e n a t o r  Bradley: Th an k  y o u  very much Mr. Bowers. If it's

a g r e e a b l e  wi t h  you, I'd like to have some of the i n f o r m a t i o n  that 

you have co n ce r n i n g  your court case. I've got q u i t e  a file on that 

sort of thing and we' re  not here to (?) a n yo ne 's  c h a r a c t e r  but 

in that former C o m m i s s i o n e r  wasn't r es po n s i v e  eno ugh to the people 

and that's what g ov e rn me n t is supposed to be  and not ha rr as s them 

alot of m i s t a k e s  were made.



--
-

Mr. D a n i e l  H y n i s h

Mr. C h a i r m a n ,  I w o u l d  li k e to g i v e  y o u  a n d  the c o m m i t t e e  m e m b e r s  

s o m e  i n f o r m a t i o n  o n  t h e  B u y  A l a s k a  C o m m i t t e e  an d in d o i n g  so t o u c h  

on s o m e  o f  the e a r l i e r  t e s t i m o n y  and  c o m m e n t s .  B u y  A l a s k a  is m a d e  

up  o ’ A l a s k a n  b u s i n e s s m e n  s t r i v i n g  to get the h e a l t h y  e c o n o m y

heri . Atlaska. T o  do this, w e ’ve got f i v e  p o i n t s  th a t \ ■ feel are 

i m p e r a t i v e  to no t  o n l y  the s t a t e  but  a l s o  for the A l a s k a n  b u s i n e s s .  

N u m b e r  o n e  is p r o m o t i o n  o f A l a s k a n  p r o d u c t s  an d  s e r v i c e s  w i t h i n  the 

s t a t e  w i t h  t h e  e n c o u r a g e m e n t  of  o u t s i d e  i n t e r e s t  to " b u y  A l a s k a " .

In t h i s  r e g a r d ,  w e  w o u l d  be 100$ b e h i n d  the " m a d e  in A l a s k a "  or 

m a n u f a c t u r e d  in A l a s k a  s t i c k e r s  for the p r o d u c t s  that are m a d e  here.

O u r s e c o n d  p o i n t  is e d u c a t i o n  on  s t a te  and  f e d e r a l  p r o g r a m s  r e l a t i v e  

to A l a s k a n  b u s i n e s s e s .  T h i s  w o u l d  i n c l u d e  loans, low co st  l o an s to 

A l a s k a n  b u s i n e s s m e n ,  p r o b l e m s  w i t h  taxes, o t h e r  a r e a s  that the s t a t e  

and f e d < r a l  g o v e r n m e n t  a s s i s t  b u s i n e s s m e n  h e r e  in A l a s k a .  Ou r  t h i r d  

p o i n t  is a s s i s t a n c e  w i t h  b i d d i n g  and a p p l i c a t i o n  p r o b l e m s  e n c o u n t e r e d  

w i t h  the s t a t e  an d feder al g o v e r n m e n t  a g e n c i e s .  hC h o p e  to e n c o u r a g e  

c o m p e t i t i o n  b y  g e t t i n g  m o r e  p e o p l e  on to the A l a s k a  s t a t e  

b i d d i n g  l i s t  a n d  try  to m o n i t o r  some of the problines th at  t h e y  h a v e  

in g e t t i n g  on t h e s e  b i d d i n g  lists. O u r  f o u r t h  p o i n t  is c o o p e r a t i o n  

w i t h  p r i v a t e  i n t e r e s t  and g o v e r n m e n t  a g e n c i e s  in the a w a r d i n g  and 

m o n i t o r i n g  of tax d o l l a r s  s p e n t  on s e r v i c e s  a n d  prouuct.s a v a i l a b l e  

w i t h i n  A l a s k a .  We  w o u l d  l i k e  to e n s u r e  that, we wi. 11 e n s u r e ,  th a t 

b i d  w a i v e r s  a n d  o t h e r  d i r e c t  n e g o t i a t e d  c o n t r a c t s  are m a d e  a v a i l a b l e  

the i n f o r m a t i o n  on t h o s e  b i d  w a i v e r s ,  is m a d e  a v a i l a b l e  to A l a s k a n  

b u s i n e s s m e n  t h r o u g h  o u r  fiftli p o i n t  w h i c h  is an i n f o r m a t i v e  n e w s l e t t e r  

t h a t  v i l l  gc to all th e m e m b e r s  of the B u y  A l a s k a  C o m m i t t e e ,  w e  h o p e  

th a t the c o o p e r a t i o n  th a t w e c a n g i v e  to the s t a te  a n d  the A l a s k a n  

b u s i n e s s m a n  w i l l  m a k e  th is  h e a l t h y  e c o n o m y  that we  n e e d  h e r e  in 

A l a s k a  gr ow . The  Buy A l a s k a  C o m m i t t e e  is at the p r e s e n t  ti ne w o r k i n g  

w i t h  the U. S. D e p a r t m e n t  o f  C o m m e r c e ,  the S m al l B u s i n e s s  A d m i n i s t r a t i o n  

the C h a m b e r s  o f  C o m m e r c e  o f A n c h o r a g e ,  an d  F a i r b a n k s  a n d  o t h e r  g r o u p s  

to s p o n s o r  a b u s i n e s s  s e m i n a r  in M a y  and al o t of the p r o b l e m s  that



H y n i s h  ( c o n ' t ) :  w e  a r e  h a v i n g  n o w  s h o u l d  be c o r r e c t e d  the n a n d  we

h o p e  to f i n d  a l o t  of  A l a s k a n  b u s i n e s s m e n  w h o  are n o t  on y o u r  

A l a s k a n  b i d  l i s t  n o w  so t h a t  the c o n t r a c t  c a n  be s e n t  to all t h es e 

b u s i n e s s m e n  t h a t  ar e  i n t e r e s t e d .

Mr. V e r n o n  C r a i g ,  D a t a  P r o c e s s i n g  M a n a g e m e n t  A s s o c i a t i o n

I w o u l d  l i k e  to t h a n k  y o u  fo r  y o u r  s t a t e  of m i n d  r e g a r d i n g  our  

b u s i n e s s  i n t e r e s t .  It s e e m s  t h a t  y o u  do u n d e r s t a n d  t h a t  w e  are 

a s k i n g  f o r  a n y t h i n g  fo r  f r e e  a n d  w e ' r e  n o t  a s k i n g  for a n y  d i r e c t

s u b s i d i e s ,  b u t  we  are a s k i n g  for  a c h a n c e  to r e i n v e s t  o u r  p r o f i t

d o l l a r s  in  o u r  o w n  e c o n o m y  t h r o u g h  the o p p o r t u n i t y  to c o m p e t e  for

s t a t e  b u s i n e s s  on a b e t t e r  f o o t i n g  w i t h  o u t s i d e  f i r m s  w h o  d o n ' t

r e i n v e s t  t h e i r  m o n e y  in ou r  state. F u r t h e r ,  w e ' r e  a s k i n g  for an 

e n d to t h e  m e n t a l i t y  so p r e v a l e n t  in A l a s k a  d u r i n g  the 50's a n d  6 0 's 

t h a t  s a i d  " i f  y o u  w a n t  the b e s t  p r i c e  a n d the b e s t  p r o d u c t ,  y o u  h a v e  

to go o u t s i d e " .  T h a t  is no l o n g e r  true. We do h a v e  the e x p e r t i s e t
r e q u i r e d  to s e r v i c e  the  s t a t e s  n e e d s  r i g ht  h e r e  in our own  b a c k y a r d .

W e  do  h a v e  t h e p r i c e s  and  s u p p l i e s  to s a t i s f y  the s t a t e ' s  r e q u i r e m e n t s .  

A n d  w e  d o ask y o u  for the d i r e c t  v a l u e  on  s u p p o r t i n g  y o u r  ow n  e c o n o m y  

w i l l  in turn, s u p p o r t  you. I d o n ' t  ha ve  to tell y o u  th at  A l a s k a  has 

on e o f  t he  h i g h e s t  u n e m p l o y m e n t  r at es  in the U. S. an d we  h a v e  so'.e 

the h a r d e s t  w o r k i n g  c i t i z e n s  in the U. S. a n d  t h e y ' r e  l o o k i n g  to y ou  

to h e l p  us  to b e a t  t h at  p r o b l e m  by k e e p i n g  as m a n y  d o l l a r s  f l o w i n g  

w i t h i n  t h e  e c o n o m y  as p o s s i b l e .  Now, I'd like to d i r e c t  s o m e  c o m m e n t s  

d i r e c t l y  to t h e  c o m m e n t s  m a d e  by Mr. Di ck  B r a d l e y .  R e g a r d i n g  

c o m p e t i t i o n ,  t h e r e  arc 40 c o m p a n i e s  w i t h i n  the s ta te  of A l a s k a  that 

do s u p p l y  the s e r v i c e s ,  m a c h i n e r y ,  and s u p p l i e s  for th e k i n d s  of  

i n d u s t r y  that  T r e p r e s e n t .  I d o n ' t  t hin k that Mr. B r a d l e y  has ha d 

m u c h  o p p o r t u n i t y  to try a n d  c o m p e t e  w i t h  t h e s e  c o m p a n i e s  h e r e  in o u r  

l o c a l  e c o n o m y ,  it's  v e r y  d i f f i c u l t .  1 am  not a p r i n t e r ,  b u t  t h e r e  

are  a l o t  o f  p r i n t e r s  he re. T h e  pass t h r o u g h  item, I se c no d i f t c  jnce 

in s e n d i n g  a p r i n t i n g  job to S e a t t l e  t h r o u g h  one of  o u r  local 

v e n d o r s  t h a n  it is b y  b u y i n g  a c o p y  m a c h i n e .  T h e y  buy  it from 

o u t s i d e ,  put  a m a r k  up  on it a n d  s u p p l y  it to the state.



C r a i g  (con't ): W e  do h a v e  to a s s i g n  a d i r e c t  v a l u e  to the

m u l t i p l i e r  e f f e c t  a nd  I t h i n k  its e x t r e m e l y  i m p o r t a n t .  R e g a r d i n g  

o u t s i d e  c o m p e t i t i o n  I n o t e  that the s t a t e s  of O r e g o n  a n d  C a l i f o r n i a  

w o u l d  no m o r e  c o n s i d e r  m e a c o m p e t a n t  b i d d e r  to s u p p l y  t h e m  t h a n  the 

m a n  in  th e m oon . W e  a l r e a d y  h a v e  one p i p e l i n e  h e r e  s u p p l y i n g  oil 

an d  I w o u l d  l i k e  to se e the p i p e l i n e  s u p p l y i n g  m o n e y  to the l o w e r  

48. T h a t  en ds  my  t e s t i m o n y  u n l e s s  t h e r e  are an y q u e s t i o n s .

S e n a t o r  B r a d l e y :  T h a n k  y o u  v e r y  m u c h  Mr. Cr a ig , do  a ny  of the

C o m m i t t e e  m e m b e r s  h a v e  a n y  q u e s t i o n s ?  No  q u e s t i o n s .  T h a n k  you.

S e n a t o r  B r a d l e y :  I t h i n k  t h a t  w e are all  a w a r e  o f the tim e c r un ch ,

a n d  if its no t  a p e r f e c t  b i l l  this time, I' m g l a d  m o s t  o f y o u  c o n c u r  

w i t h  it a n d  I ' v e  t r i e d  to k e e p  it c o o r d i n a t e d  w i t h  y o u  as c l o s e  as 

p o s s i b l e  a n d  I k n o w  s o m e  o t h e r s  h a v e n ' t  b ee n,  and  I t h i n k  t h a t ' s  a 

m i s t a k e  b e c a u s e  y o u ' r e  the p e o p l e  w e ' r e  t r y i n g  to look  a f t e r  an d  if 

w e  d o n ' t  g i v e  y o u  w h a t  you  w a n t ,  if it's w i t h i n  re a s o n ,  t h e n  w e ' r e  

n o t  d o i n g  ou r  job  p r o p e r l y .  W e'l l go on fr o m h e r e  if t h e r e  are no  

f u r t h e r  q u e s t i o n s .  (No f u r t h e r  q u e s t i o n s )

R e n e s s  ( th e n n o m o r e  on tape)
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March 25, 1979

Senator W.E. Brad Bradley 
Alaska State Senate 
Pouch V
Juneau, AK 99811

By way of this letter we wish to express our support of CS Senate Bill 114 
and urge you to support the bill by voting for its passage when it is heard 
on the Senate Floor.

The bill offers a fair solution to a fairly serious problem that now exists 
in the State. The bill is workable and provides a legitimate mechanism for 
increasing competition in the State in matters involving competitive bidding 
for goods and services. We believe the present situation leaves businesses 
operating in the State at an unfair disadvantage to firms bidding from other 
states.

please support passage of CS Senate Bill 114 when it reaches the Senate 
Floor this session.

Very Sincerely,

Senator Bradley:

Re: CS Senate Bill 114 
Competitive Bidding

Bruce G. Sharky 
Principal

Kenneth E. Pendleton 
Principal
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Bill/Resolution No. r ? g R  114 frhanfpr 67 only)______________________________________
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FY 79 FY 80 F Y  81 FY 82 I Y 83 FY 84

100 P E R S O N A L  SERVICES 0 0 0 0 .. _j
200 T R A V E L 0 0 0 0 0

300 C O N T R A C T U A L 0 50. 0 25.0 15.0 10. 0
400 CO MM ODI TIES
500 E Q U I P M E N T
600 L A N D  & S T R U C T U R E S
700 G R A N T S  CLAIMS. ETC. 1[

J__T O T A L__________________________________________________0_____________ 5 0 , 0  2 5 . 0  1 5 . Q J J L J 1F U N D IN G  (Thousands o f  Dollars)
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111, ' N a L Y S IS  (Sec Fiscal Note Preparation Instructions, Section 111)
The c o n t r a c t u a l  c o s t s  include p r i n t i n g  of a r t i c l e s  and tags and 
r e q u i r e d  a d v e r t i s i n g  to i n t r od u ce  A l a s k a  m a n u f a ct ur e rs '  seals and 
ga;.n pu bl ic r e c o g n i t i o n  and approval. F u t u r e  year fiscal r e q u i r e­
me n t s  will d e c l i n e  as p r i n t in g of m a t e r i a l s  will be the m aj o r e x­
penditu re . T he  D i v i s i o n  of E c o n o mi c  E n t e r p r i s e  wi ll  c harge  m a n u f a c­
turers using la rge q u a n t i t i e s  of the seal for the cost of printing.



» K I ' A « T . M K \ T  O F  H K V K . M K

sun OFF ICC BUIlOrnC POUCH St - WHltU ssinA p r i l  10,  1979
The H on or a b le  C h a r l e s  H. P a r r  House o f  R e p r e s e n t a t i v e s  C ha ir m a n,  House J u d i c i a r y  Committee Pouch VJ u n e a u ,  AK 99811 Dear Mr.  P a r r :RE (S FOR SB 114 RULES) AMWh il e  SB 114, as  amended, does n ot  a f f e c t  th e  Department  of  Revenue d i r e c t l y ,  i t  i s  noted t h a t  t h e r e  would be some problems w i t h  the amendment to AS 3 7 . 0 5 . 2 3 0  (5) i n  S e c t i o n  3 o f  the b i l l  (page 2 ,  l i n e  16) .  As amended,AS 3 7 . 0 5 . 2 3 0  (5) (d) r ea d s  " ha s  no d e l i n q u e n t  s t a t e  t a x e s ; . . . "  T h i s  amendment i s  an a d d i t i o n  o f  a q u a l i f i c a t i o n  f o r  a b i d d e r  f o r  s t a t e  c o n t r a c t s  to be an " A l a s k a  b i d d e r . "There a r e  two a r e a s  t h a t  appear to  need c l a r i f i c a t i o n .  F i r s t  o f  a l l ,  what i s  the meaning o f  " d e l i n q u e n t  s t a t e  t a x e s ? "  1 presume t h a t  the termi n c l u d e s  a l l  t a x e s  l e v i e d  by the Department  o f  Revenue under T i t l e  43 andby Department o f  Labor under T i t l e  23. However,  the term " d e l i n q u e n t "  can have v a r i o u s  me ani ngs .a .  Those t a x e s  l e g a l l y  a s s e s s e d ,  due and owing where there i s  no a p p e a l  or c o n t e s t ,  e i t h e r  a d m i n i s t r a t i v e  or j u d i c i a l ,  or  where the t ime p e r io d  f o r  f i l i n g  an a p p e a l  has  not  y e t  l a p s e d .b .  A l l  o f  the t a x e s  under ( a ) ,  but  I s o  i n c l u d i n g  th os e  i tems  undera p p e a l  and t h o se  i tems  where a p p e a l  s t i l l  co u ld  be f i l e d .c .  A l l  o f  the t a x e s  under ( b ) , but a l s o  i n c l u d i n g  " p o t e n t i a l  t a x e s "where a r e t u r n  or  r e p o r t  i s  p a s t  due but  the t ax pa yer  has noty e t  f i l e d  and the D*^artment  has not  y e t  a s s e s s e d  the t a x .d .  Those t a x e s  under (a) and t h o s e  " p o t e n t i a l  t a x e s "  under ( c ) , bute x c l u d i n g  t h o se  t a x e s  under a p p e a l  under ( b ) .The second problem w ith  the amendment d e a l s  w i t h  the c o n f i d e n t i a l  n a t u r e  o f  the f i l i n g s  o f  t a x e s  under T i t l e  43 (and p o s s i b l y  T i t l e  23) as  o u t l i n e d  i n  AS 4 3 . 0 5 . 2 3 0 .  In  the. Department of  Revenue t e s t im o n y  b e f o r e  your com­m i t t e e  on a n o t h e r  b i l l  iHB 354),  Mr. J e n k i n s  and m y s e l f  po in te d out t h a t  AS 4 3 . 0 5 . 2 3 0  p r o h i b i t s  the Department from d i v u l g i n g  any i n f o r m a t i o n  r e g a r d i n g  th e  f i l i n g s  o f  t a x e s  under T i t l e  43 to the p u b l i c  or any o t h e r

04*D4l.H



The H ono rab le  C h a r le s  H. P a r r -2- A p r i l  10, 1979

s t a t e  a g e n c y ,  e x c e p t  a s  s p e c i f i c a l l y  pr ov id e d f o r .  As the b i l l  i s  c u r ­r e n t l y  d r a f t e d  and as AS A 3 .0 5 .2 3 0  c u r r e n t l y  e x i s t s ,  I  b e l i e v e  the D e p a r t ­ment o f  Revenue:a .  c o u ld  t e l l  th e  Department  o f  A d m i n i s t r a t i o n  whether a f i r m  had a b u s i n e s s  l i c e n s e  or  n o t ;b .  c o u ld  t e l l  t h e  Department  o f  A d m i n i s t r a t i o n  whether any p u b l i c  t a x  l i e n s  had been f i l e d  on a f i r m ;c .  co u ld  not  t e l l  th e  Department o f  A d m i n i s t r a t i o n  whether a l lr e t u r n s  t h a t  s h o u ld  have been f i l e d  have i n  f a c t  been f i l e d ;i .  co u ld  n o t  t e l l  the Department of  A d m i n i s t r a t i o n  o f  a s s e s s m e n t so f  t a x e s  where " h i dd e n  l i e n s "  e x i s t ,  but no p u b l i c  l i e n s  havebeen f i l e d .There would seem two d i f f e r e n t  a pp r oa ch e s to t h i s  c o n f l i c t  co u ld  be t a k e n :a .  Re q u ir e  the f i r m  s e e k i n g  a s t a t u s  o f  " A l a s k a  b i d d e r "  to s t a t e  in  w r i t i n g ,  under the p e n a l t i e s  o f  p e r j u r y ,  t h a t  no d e l i n q u e n t  t a x e s  a r e  owi ng,  a d v i s i n g  i t  t h a t  c o p i e s  o f  th e a f f i r m a t i o n  would be turned ov er  to  th e Departments  o f  Revenue and L a b o r .b .  Amend AS A 3 . 05 .2 30  to a l l o w  th e  Department  o f  Rpvenue to p r o v id e  such i n f o r m a t i o n  to Department  o f  A d m i n i s t r a t i o n .From the Department o f  R e v e n u e 's  s t a n d p o i n t ,  (a) would be p r e f e r a b l e .F i r s t  of  a l l ,  the re v ie w  o f  th e  p o t e n t i a l  " A l a s k a  b i d d e r s "  would add work­l o a d s  f o r  a r e v i e w  o f  a l l  t a x  y e a r s  f i l i n g  f o r  a l l  t y p e s  of  t a x e s .  T h i s  i s  e s p e c i a l l y  a problem f o r  the peak w o r k lo a d s ,  such as  f i l i n g  season ( J a n u a r y  -  May).  S e c o n d l y ,  a p r i o r  re v ie w  by the Department o f  Revenue c o u l d  s low down, sometimes c o n s i d e r a b l y ,  the p r o c e s s  o f  p l a c i n g  a f i r m  on " A l a s k a  b i d d e r "  l i s t .I f  th e purpose f o r  the amendment i s  to ensure t h a t  " A l a s k a  b i d d e r s "  pay any r e q u i r e d  t a x ,  the n o t i f i c a t i o n  p r o c e s s  would a f f o r d  the Department  the knowledge o f  the e x i s t e n c e  o f  p o t e n t i a l  c o n t r a c t s  w it h  the s t a t e .  We b e l i e v e  t h a t  the e nf or cem en t p r o v i s i o n s  of  T i t l e  43 g i v e s  the Department  o f  Revenue a de q ua te  a u t h o r i t y  to c o l l e c t  the t a x e s  in  q u e s t i o n .I f  you have any q u e s t i o n s  c o n c e r n i n g  t h i s ,  p l e a s e  c o n t a c t  me.S i n c e r e l y ,

cc Richard C. Bradley

Director, Division of General 

Services and Supply 

Department of Administration

M i c h a e l  S.'  McCormick D i r e c t o rEnforcement D i v i s i o n



P u b l ic  F i n a n c e§ 37.05.220 § 3" 05.230Sec. 37.05.220. P u rch asing agent. '(The/ Department of Administration is the purchasing agent for the state. The department shall(1) purchase, rent, or otherwise provide for the furnishing of supplies, m aterials, equipment, or contractual services for all state agencies;(2) have power to authorize an agency to purchase directly certain specified supplies, materials, equipment, or contractual sendees under conditions and p ocedures prescribed in § 230 of this chapter;(3) prescribe the manner in which supplies, materials, and equipment shall be purchased, delivered, stored, and distributed;(4) prescribe the time, manner, authentication, and form of making requisitions for supplies, materials, equipment, and contractual services;(5) fix  standards of quality and quantity and develop standard specifications after consultation with the several state agencies, and approve or determine final specifications;(6) have power to transfer to or between agencies or to sell or trade in supplies, materials, and equipment of agencies which are surplus, obsolete, or unused; and the department shall make proper adjustments in the accounts o f the agencies concerned;(7) prescribe the manner of inspecting deliveries o f supplies, materials, and equipment and o f making tests o f samples submitted with bids and samples o f deliveries to determine compliance with specifications;(8) prescribe standard forms for bids and contracts for construction, purchases of supplies, and other purposes, which bids and contracts may contain provisions which the department considers necessary; but all contracts for construction shall require the filing of an acceptable performance bond and a penalty provision for failure to perform the contract according to its terms;(9) provide for other matters which may be necessary to carry out the provisions o f this chapter and the rules and regulations adopted under it. (§ 1 art IV  ch 82 S L A  1955; am §§ 6, 7 ch 186 S L A  1957; am § 1 ch 55 S L A  1960)
Am. Jur. and CJ.S. references. —  42 

Am. Jur . I’ublic Funds, k 1 et seq.
SI CJ.S. S lates §§ 168 lu 176.Sec. 37.05.230. Com petitive bids. In the manner provided in this chapter and rules and regulations established under it(1) a contract for construction and repairs, or a purchase of and contract for supplies, materials, equipment, and contractual services must be based on competitive bids; an award shall be made to the lowest responsible bidder after advertising for bids, except that (A) Repealed by § 2 ch 92 S L A  1967; (B) a hid shall be awarded to an Alaska bidder if his oid is not more than five per cent higher than the lowest nonresident bidder’s; and (C) competitive bids need not be required (i)



§ 37.05 231 Alaska Statutes § 37.05.f250

exclu> c/e lease or franchise without the 
necessity of calliRg for bids. 1962 Op. Att'y 
Ge i.. No. 4.

As well as for extension thereof. —  If 
exclusive lease or franchise is in effec t 

the sta te cannot extend the term thereof 
without calling for bids. 1962 Op. Att'y 
Gen., No. 4.

But not for nonexclusive leas'; or 
franchise. —  The commissioner of public 
works has the authority to grant a 
nonexclusive lease or franchise without 
calling for competitive bids. 1962 Op. A tt’y 
Gen., No. 4.

Sec. 37.05.231. Estim ation  o f  fly in g  hours required. The state, when soliciting bids for air charter service, shall make available in writing to prospective bidders upon request an estimate of the fly in g hours required by each individual agency o f the state which will take advantage o f these services. (§ 1 ch 17 S L A  1967)Sec. 37.05.240. Award o f  contracts and purchases. A  contract or purchase made by or under the supervision of the department for which competitive bids are required shtdl be awarded to the lowest responsible bidder, taking into consideration conformity with the specifications, terms of delivery, and other conditions imposed in the call for bids. Bids may be rejected, and a bid shall be rejected if  it contains a material alteration or erasure which is not initialed by the signer of the bid. The department may reject the bid o f a bidder who is in at ears on taxes due the state or who failed to perform on a previous co-.iract with the state. Where competitive bids are required and where ah aids are rejected, new bids shall be called for as in the first instance. Before the awarding o f . a contract for a building or the making o f repai/s upon a building, the department shall see that the bids conform with plans and specifications approved by the Department of Transportation and Public Facilities. A ll bids with the names o f the bidders and the amounts of the bids, together with all documents pertaining to the award of a contract, shall be made a part of a file or record and retained by the department for three years, unless reproduced by m ic ro fm in g  and these files or records are open to public inspection at all reasonable times. An aggrieved bidder may within five days after an award o f contract appeal to the department for hearing, with notice to interested parties, for redetermination and final award in accordance with law. (§ 4 art IV  ch 82 S L A  1955; am § 1 ch 64 S L A  1976)
Effect o f umendment. —  The 1976 

amendment added "which is not initialed by 
the signer of the hid” to the end of the 
second sentence.

Editor’s note. —  Pursuant to Executive

Order No. 39 (1977), the reference to the 
Department of Transportation and Public 
Facilities has been substituted for a 
reference to the Department o f Public 
Works near the middle o f the section.Sec. 37.05.250. D elegation o f duties. The department may delegate the duties imposed by this chapter upon an employee of the state normally stationed in a town or location distant from the state capital. Agents so designated shall perform the duties as the department
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P u b l ic  F i n a n c e(C) has maintained a place of business within the state for a period o f six months immediately preceding the date of his bid.(6) the competitive bid requirements of this section do not apply to air taxi services used by state employees when no formal contract is executed; the depar.ment affected shall pay the air taxi operator the ta riff rates as published by him with the A ir Transportation Commission for the type o f aircraft required; the tariffs  need not be uniform throughout the staie and may reflect the diverse conditions of various areas of the state; the air taxi service used in each case s’ .all be selected by the state employee who is to fly in the aircraft, or if more than one state employee is flying in the aircraft by the employee in charge; in all cases the air taxi operator shall have complied with A S  02.05.010 — 02.05.260 and other preqitelifyinp regulations established by the department.(7) the provisions of this section relative to an “ Alaska bidder" do not apply to contracts estimated to exceed S5.000, o f either the Department o f Transportation and Public Facilities, which are authorized under A S 35.15, or the Department of Highw ays, which are authorized under A S 19.10.(8) the provisions of this section relative to competitive bids do not apply to the purchase of products or services manufactured or provided by a sheltered workshop. (§ 3 irt IV  ch 82 S L A  1955; am §§ 8 — 10, 23 ch 1F6 S L A  1957; am § 1 ch 77 SL A  1959; am § 1 ch 158 SL A  1962; am § 1 ch 82 SL A  1964; am §§ 1, 2 ch 92 S L A  1967; am § 1 ch 61 S L A  1970; am § 1 ch 92 S L A  1975; am §§ 1. 2 ch 194 S L A  1975)

miis*

Cross reference. —  As to preference of 
producers or dealers in Alaska in making 
purchases or awarding contracts for 
supplies, see AS 36.20.010.

Effec 1 of amendments. —  The first 1975 
amendment added paragraph (S).

The second 1975 amendment substituted 
"$2,500" for "$1,000" near the beginning of 
paragraphs (2) and (3) and substituted 
"$300" for "$100" near the middle of 
paragraph 13).

Editor's n ite. —  AS 14.10.070, referred 
t" in paragraph 14), was repealed by k 59, 
ch. 9S, SLA 1966.

Pursuant to Executive Order No. 30 
(1977), the reference to the Department of 
Transportation and Public Facilities lias 
been substituted fur a reference to the 
Department of Public Works in paragraph 
(7).

Legislative comm ittee reports. —  For 
report on 1962 amendment, see 1962 House 
Journal, pages 591, 592. For report on ch. 
194, SLA 1975 (SB 279 am), see 1975 House 
Journal, p. 1541,

The purpose of this chapter was not only 
to protect the su ite and the public purse

from uneconomic contracts let because of 
failure to request competitive bids and 
because of possible favoritism, but was also 
to insure that contractors would be insured 
a certain amount of "fair play” in dealing 
with the sta te government and in 
competing with one another for suite 
contracts. 1959 Op Att'y Gen.. No 27.

Preparation o f regulations as 
prerequisite fur bidding. —  For an opinion 
of the attorney general as to the 
preparation o f regulations to be submitted 
to the secretary of sta te pertaining to the 
prequalificatiun of contractors as a 
prerequisite for bidding on construction 
projects, see 1959 Op. Att'y Gen., No. 27.

And filing thereof. —  For an opinion of 
the attorney general as to filing regulations 
pertaining to the prequalificution of 
contractors as a prerequisite for bidding on 
construction projects, see 1959 Op Att'y 
G en , No. 27.

Publication o f regulations concerning  
bidding and letting of contracts. — See 
same catchiine in note to AS 37.06.020.

Bids required for exclusive lease or 
franchise. —  The state cannot grunt an



for contractual services where no competition exists; involving fair trade items; (iii) when, in the judgm ent o f the purchasing agent, food, clothing, or medical supplies, or materials for use in laboratory and experimental studies may be purchased otherwise to the best advantage o f the state; (iv) where rates are fixed by law or ordinance; (v) for items traded in on like items; or (vi) for professional services;(2) if the amount of the contractual services, purchase, or sale is •estimated to exceed $2,500 sealed bids shall be solicited, when practicable, by publication in a newspaper calculated to reach prospective bidders and by posting notices in public places within the area where the work is to be performed rr material furnished and in addition the department may also desgn ate a trade journal for publication; the department shall also sobcit bids by sending notices by mail to all active prospective bidders known to it and all bids shall be sealed when received, and shall be opened in public at the hour stated in the notice; the department may negotiate directly i f  it finds that it is in the best interests o f the state;(3) a contractual service, purchase or sale where the known requirements are estimated to be less than $2,500 may be made either upon competitive bids in accordance with (?) of this section or in the open market, in the discretion o f the department; but, so far as practicable, shall be based on at least three cc mpetitive bids and recorded as provided in § 240 of this chapter; small purchases of less than $300 in the discretion of the department rr.ay be made on the open market, and may be by cash payment from petty cash accounts set aside for that purpose; the department shall determine the amount of the petty cash accounts needed by each state agency, and inspect the petty cash accounts at least once each year to determine that the total plus amounts of receipts for unreplenished disbursements is equal to the fixed sum o f cash set aside; shortages in petty cash accounts are a personal liability of the responsible head o f the agency to whom the account is set aside; the department shall make all necessary rules and regulations governing use and replenishment o f petty cash funds;(4) the provisions o f this section relative to competitive b'ds do not apply to contracts for the operation o f transportation systems for students to and from the schools within the state, as are authorized under A S  14.10.070; and these contracts may be awarded by bid or negotiation and, at the discretion o f the Board of Education, may be awarded for periods of three years or less;(5) an "A laska bidder," for the purpose of bid awa-ds under (1) (B) of this section, is a person whotA) holt's a current Alaska business license,(B) submits a bid for goods or services under the name as appearing on bis current Alaska business license,

§ 37.05
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T h e  fiscal i m p a c t  of this bill is d i f f i c u l t  to a n a l y ze  due to lack of  dat a a n d  n o t  
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C O M M I T T E E  R E P O R T  

H O U S E

F U R T H E R :

M a r c h  29, 1979 Date

Mr. Speaker:

The Committee on J U D I C I A R Y has had
CSSB 115 (Rules)

"Art Act r e l a t i n g  to the civil l i a b ility of lawful providers o f  
alcoh o l i c  bev era g e s . "

under consideration and (a majority of the committee) (the committee) 
reports it back with the following recommendations:

[ ] 

[ ] 

[ 1

[ ] 

[ ] 

[ 1

do pass [ ] do not pass

do pass with attached amendments(s )

replace with CS for ______________________________

and recommends

] same title 
[ j new title

AND attaches a "Letter of Intent" [ ] New Fiscal Note

reports it back without recommendation

referred to the  Committee
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JAY S. HAMMOND, GOVERNOR

P O U C H  K - S T A T E  C A P I T O L  
J U N E A U .  A L A S K A  9 9 8 1 1

A p r i l  11, 1979

The H o n o r a b l e  Bill Ray 
A l a s k a  State L e g i s l a t u r e  
P o u c h  V
Juneau, A l a s k a  99811

Re: D r a m  Shop L i a b i l i t y  Q u e s t i o n
Our File J - 6 6 - 5 6 9 - 7 9

Dear S e n a t o r  Ray:

In a phone c o n v e r s a t i o n  e a r l i e r  today, y o u  i n d i­
cated that o ur l e tte r of A p r i l  2, 1979 did not c o m p l e t e l y  
answer your q u e s t i o n  regardin g the e f f e c t  of CSSB 115 (Rules) 
on t h i r d - p e r s o n  l i a b i l i t y  for i n j uries s u f f e r e d  as a r esult  
of that third p e r s o n  f u r n i s h i n g  i n t o x i c a t i n g  liquor to 
another. Y ou i n d i c a t e d  that y o u r  q u e s t i o n  was w h e t h e r  
e n a c t m e n t  of C S S B  115 (Rules) w o u l d  shield third p e r s o n s  
from l i a b i l i t y  for injuries r e s u l t i n g  from a n o t h e r ' s  i n­
tox i c a t i o n  if the i n t o x i c a t i n g  l iquor  was f u r n i s h e d  lawfully. 
For the r e a s o n s  w h i c h  follow, we b e l i e v e  it w o u l d  p r ov ide 
s u c h  a shield.

S e c t i o n  2 of CSSB 115 (Rules) w o u l d  add a n e w  
section  to the A l a s k a  Statutes to read:

Se c t i o n  09.65.097. L I M I T A T I O N S  ON T H E  C I V I L  
L I A B I L I T Y  OF L A W F U L  B E V E R A G E  PROVID ERS. A 
p e r s o n  w h o  l a w f u l l y  p r o v i d e s  an a l c o h o l i c  
b e v e r a g e  to an i n d i v i d u a l  m a y  not be held 
c i v i l l y  liable for i n j urie s r e s u l t i n g  from 
the i n t o x i c a t i o n  of that individual.

This s t a t u t e  w o u l d  codify the rule w h i c h  seems to be r a t h e r  
unive r s a l :  A third person who l a w f u l l y  f u r n ishe s liquor is
not liable for injur i e s  r e s u l t i n g  f r o m  the c o n s u m p t i o n  of 
that liquor. This appears to be the rule e v e n  in states 
like C a l i f o r n i a  w h e r e  a third p e r s o n  w i l l  be liable for 
such i n j u r i e s  if he u n l a w f u l l y  p r o v i d e s  liquor.

W e  hope this answers your question. However, it 
is p o s s i b l e  that it does not. It a p p e a r s  that there are two



The H o n o r a b l e  Bill Ray 2 A p r i l  11, 1979

p o s s i b l e  s o u rce s for any c o n f u s i o n  w h i c h  remains: (1 )
D i f f e r e n c e s  of o p i n i o n  r e g a r d i n g  the e x i s t i n g  law of third- 
p e r s o n  l i a b i l i t y  in Alaska; and (?) d i f f e r e n c e s  of o p i n i o n  
r e g a r d i n g  the effect of the language ir CSSB 115 ( R u l e s ) .
W e  m u s t  point out that this is a d e v e l o p i n g  are a of law, 
and w e  cannot p r e d i c t  w i t h  a b s o l u t e  c e r t a i n t y  w h a t  result 
our Court w i l l  r e a c h  u n d e r  any g i v e n  s t a t u t o r y  enactment. 
However, w e  b e l i e v e  o u r  Court w o u l d  h o l d  that the l a n g u a g e  
of CS SB 115 (Rules), as it n o w  appears, w o u l d  s h i e l d  t hird  
'persons f u r n i s h i n g  i n t o x i c a t i n g  l i q u o r  f r o m  l i a b i l i t y  for 
injurie s s u f f e r e d  as a result  of i n t o x i c a t i o n  w h e r e  the 
f u r n i s h i n g  of that liquor was n o t  in v i o l a t i o n  of e x i st ing 
law. We w i l l  w o r k  w i t h  you a nd/or  other l e g i s l a t o r s  in 
d r a f t i n g  a p p r o p r i a t e  language to a c c o m p l i s h  w h a t e v e r  polio.v 
that the l e g i s l a t u r e  dete rm i n e s  is a p p r o p r i a t e  in this area 
if f u r t h e r  a m e n d m e n t  to SB 115 is desired.

In the m eantime, we h o p e  y o u  find this of some 
a s s i s t a n c e .

S i n c e r e l y ,

A V R U M  M. G RO S S 
A T T O R N E Y  G E N E R A L

By:
G. T h o ma s  K o e s t e r  

A s s i s t a n t  A t t o r n e y  Gener

G T K : d i m

cc : S e n a to r  M i k e  C o l l e t t a
Se na t or  P a t r i c k  Ro de y
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P O U C H  K - S T A T E  C A P I T O L  
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JAY S. HAMMOND, DOYEN NOR

A p r i l  2, 1S79

The H o n o r a b l e  Bill Ray 
The H o n o r a b l e  H i k e  C o l l e t t a  
A l a s k a  State L e g i s l a t u r e  
P o u c h  V
Juneau, A l a s k a  99801

Y o u  r e q u e s t e d  our o p i n i o n  w h e t h e r  removal of the

w o r d  "lawfully" f r o m  C S S B  115 (Rules) w o u l d  shield a tavern 

k e epe r f r o m  l i a b i l i t y  for injuries r e s u l t i n g  f r o m  the tavern 

k e e p e r  s e r v i n g  l i quor to an i n t o x i c a t e d  a d u l t  or a m inor in 

v i o l a t i o n  of AS 0 4 . 1 5 . 0 2 0  ( a ) . For the reasons w h i c h  follow, 

we belie ve r e m o v i n g  the w o r d  " l a w f u l l y "  from that m e a s u r e  

w o u l d  have the e f f e c t  of s h i e l d i n g  a tavern k e e p e r  from 

civil l i a b i l i t y  for injuries r e s u l t i n g  from the tavern 

ke e p e r  s e r v i n g  an i n t o x i c a t e d  i n d i v i d u a l  or a m i n o r  in 

vi o l a t i o n  of the statute.

S e c t i o n  2 of C S S B  115 (Rules) w o u l d  add a n e w  

section to the A l a s k a  Statutes to read:

Re: D r a m  Shop L i a b i l i t y  Q u e s t i o n  
Our File  # J - 66-569-79

Dear Senators R a y  a n d  Colletta:

S e c t i o n  09.65.097. L I M I T A T I O N S  ON THE CIVIL 
L I A B I L I T Y  OF L A W F U L L  B E V E R A G E  PROVIDERS. A  
p e r s o n  w h o  l a w f u l l y  provides an a l c o holic 
b e v e r a g e  to an in divi d u a l  m ay not be h e l d



Senators Ray & C o l l e t t a -2- April 2, 1979

c i v i l l y  l i a b l e  for i n j u r i e s  r e s u l t i n g  f r o m  
the i n t o x i c a t i o n  o f  t h a t  i n d i v i d u a l .

T h i s  S t a t u t e  w o u l d  c o d i f y  t h e  g e n e r a l  c o m m o n  l a w  rule:

[I]t is n o t  a t o r t  to e i t h e r  s e l l  or 
g i v e  i n t o x i c a t i n g  l i q u o r  to o r d i n a r y  
a b l e - b o d i e d  me n , a n d  it h a s  b e e n  f r e q u e n t l y  
h e l d  t h a t  in the a b s e n c e  o f  s t a t ut e,  t h e r e  
ca n  b e  n o  c a u s e  o f  a c t i o n  a g a i n s t  o n e  
f u r n i s h i n g  l i q u o r  in f a v o r  of t h o s e  i n j u r e d  
b y  the i n t o x i c a t i o n  of  th e p e r s o n  so f u r n i s h e d .
T h e  r e a - o n  u s u a l l y  g i v e n  for  this  r u l e  is 
t h a t  the d r i n k i n g  o f  t h e  l i q u o r ,  n o t  the 
f u r n i s h i n g  o f  it, is the  p r o x i m a t e  c a u s e  
o f  the i nj ur y.  T h e  r u l e  is b a s e d  o n  the 
o b v i o u s  f a c t  t h a t  one  c a n n o t  b e c o m e  i n t o x i  
c a t e d  b y  r e a s o n  o f  l i q u o r  f u r n i s h e d  if he 

d o e s  n o t  d r i n k  it.

45 Am. Jr. 2d, I N T O X I C A T I N G  L I Q U O R S ,  §553 at pp. 

8 5 2 - 8 5 3  ( f o o t n o t e s  o m i t t e d ) .

H o w e v e r ,  s o m e  j u r i s d i c t i o n s  do a f f o r d  a c a u s e  of 

a c t i o n  a g a i n s t  a p r o v i d e r  o f l i q u o r  for i n j u r i e s  r e s u l t i n g  

f r o m  i n t o x i c a t i o n .  T h i s  f r e q u e n t l y  is a c c o m p l i s h e d  by 

l e g i s l a t i v e  e n a c t m e n t s  k n o w n  as " d r a m  s h o p  a c t s "  w h i c h  p l a c e  

s t a t u t o r y  l i a b i l i t y  o n  the p e r s o n  s e l l i n g  or f u r n i s h i n g  th e 

l i q u o r  w h i c h  c a u s e d  t h e  i n t o x i c a t i o n .  45 Am. Jur. 2d, 

I N T O X I C A T I N G  L I Q U O R S ,  §§561 et seq. O c c a s i o n a l l y ,  l i a b i l i t y  

h a s  b e e n  f o u n d  in the  a b s e n c e  o f  a d r a m  sh o p act " w h e r e  the 

l i q u o r  w a s  g i v e n  or s o l d  to a p e r s o n  w h o  is in s u c h  a c o n d i ­

ti o n  as to b e d e p r i v e d  of  h i s  w i l l - p o w e r  or r e s p o n s i b i l i t y  

for his  b e h a v i o r ,  or to a h a b i t u a l  d r u n k a r d ,  o r  in v i o l a t i o n  

o f  a p r o h i b i t o r y  s t a t u t e . "  45 Am. Jr. 2d, I N T O X I C A T I N G  

L I Q U O R S ,  §554 at p a g e  853 ( f o o t n o t e  o m i t t e d ) .
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In A l a s k a ,  A S  0 4 . 1 5 . 0 2 0 ( a )  p r o h i b i t s  f u r n i s h i n g  

i n t o x i c a t i n g  l i q u o r  to m i n o r s  a n d  to i n t o x i c a t e d  o e r s o n s .

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  n o t  r u l e d  o n  the p r e c i s e  i s s u e  

w h e t h e r  f u r n i s h i n g  l i q u o r  to a m i n o r  or  i n t o x i c a t e d  p e r s o n  

in  v i o l a t i o n  o f  A S  0 4 . 1 5 . 0 2 0 ( a )  g i v e s  a t h i r d  p e r s o n  i n j u r e d  

as a r e s u l t  o f  i n t o x i c a t i o n  a c a u s e  o f  a c t i o n  a g a i n s t  the 

p e r s o n  f u r n i s h i n g  the l iq uo r. H o w e v e r ,  t h e r e  a r e s t r o n g  

i n d i c a t i o n s  th at  the c o u r t  w o u l d  h o l d  that  a ■violation o f  

AS  0 4 . 1 5 . 0 2 0 ( a )  g i v e s  a n i n j u r e d  p a r t y  s u c h  a c a u s e  of 

a c t i o n  a g a i n s t  the p r o v i d e r  o f t he  liq uor .

Th e  F e d e r a l  D i s t r i c t  C o u r t  for A l a s k a  h a s  h e l d  

th a t u n d e r  A l a s k a  law, a v i o l a t i o n  of  A S  0 4 . 1 5 . 0 2 0 ( a )  is 

n e g l i g e n c e  per se, g i v i n g  the i n j u r e d  p a r t y  a c a u s e  of 

a c t i o n  a g a i n s t  th e  t a v e r n  k e e p e r .  V a n c e  v. U n i t e d  S t a t e s ,

355 F. Supp. 756 ( D . A l a s k a  1 9 7 3 ) . * /

In P a r t o n  v. Lu nd , 563 P. 2d 875, 377  n. 6  ( Al as ka  

19 77), a t h r e e - j u s t i c e  A l a s k a  S u p r e m e  C o u r t  e x p r e s s l y  r e f u s e d  

to r e a c h  the i s s u e  o f  l i a b i l i t y  r e s u l t i n g  f r o m  a v i o l a t i o n  

o f A S  0 4 . 1 5 . 0 2 0 ( a )  in h o l d i n g  t h a t  s u c h  a v i o l a t i o n  w c u l d  

n o t  s u p p o r t  a c a u s e  o f a c t i o n  a g a i n s t  a l i q u o r  l i c e n s e e  

u n d e r  A S  0 4 . 1 5 . 1 8 0  w h o  h a d  n o  c o n t r o l  o v e r  the a c t u a l  

o p e r a t i o n  o f  the t a ve rn . T h e  m a j o r i t y  n o t e d  t h a t  the

*/ The  C c u r t  in V a n c e d i d  n o t  d i s c u s s  the p r e - s t a t e h o o d  
c a s e  c f  C h e r  b o n n i e r v. R a f a -1 .vich, 88 F. Supp. 900 
(D. A1 askiT’T950') , w h i c h  r e a c h e d - an o p p o s i t e  r e s u l t  
u n d e r  the T e r r i t o r i a l  p r e d e c e s s o r  to A S  0 4 . 1 5 . 0 2 0 ( a ) .
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F e d e r a l  D i s t r i c t  C o u r t  h a d  f o u n d  s u c h  l i a b i l i t y  u n d e r  A l a s k a  

l a w  in V a n c e , s u p r a , a n d  t h a t  t h e C a l i f o r n i a  S u p r e m e  C o u r t  

f o u n d  s u c h  l i a b i l i t y  b a s e d  o n  a v i o l a t i o n  of a c r i m i n a l  

s t a t u t e  s i m i l a r  to AS 0 4 . 1 5 . 0 2 0 ( a ) ,  V e s e l v  v. S a g e r , 46 P.

2d 151 ( C a l i f o r n i a  1971), a n d  b a s e d  p u r e l y  on the c o m m o n  l a w  

w i t h o u t  r e l i a n c e  o n  che s t a t u t e .  B e r n h a r d  v. H a r r a h 1s C l u b , 

546 P. 2d  719 ( C a l i f o r n i a ) ,  Cert, d en ied , 429  U.S. 859 

( 1 9 7 6 ) . * /  The  m a j o r i t y  d i d  c i t e  B a c h n e r  v. R i c h , 55 4 P 2d 

43 0 ( A l a s k a  19 76), a n d  F a r r e l l  v. B a x t e r , 44 P. 2d  250 

( A l a s k a  1971), c a s e s  n o t  i n v o l v i n g  i n t o x i c a t i n g  l i q u o r ,  in 

b o t h  o f  w h i c h  the c o u r t  h e l d  t h a t  a s t a t u t e  e s t a b l i s h e d  a 

s t a n d a r d  o f  c a r e  w h i c h ,  w h e n  v i o l a t e d ,  c o n s t i t u t e d  n e g l i g e n c e  

as a m a t t e r  of  law. E x t e n d i n g  the  h o l d i n g  of t h o s e  c a s e s  to 

the i n t o x i c a t i n g  l i q u o r  s i t u a t i o n  w o u l d  r e s u l t  in a f i n d i n g  

of  l i a b i l i t y ,  the r e s u l t  r e a c h e d  by F e d e r a l  D i s t r i c t  C o u r t  

in V a n c e .

J u s t i c e s  B o o c h e v e r  a n d  R a b i n o w i t z ,  d i s s e n t i n g  in 

Ba r t o n , n o t  o n l y  a p p e a r e d  to a p p r o v e  the F e d e r a l  D i s t r i c t  

C o u r t ' s  h o l d i n g  in V a n c e  b u t  w o u l d  h a v e  i m p o s e d  v i c a r i o u s

*/ In r e s p o n s e  to t h e s e  cas es , th e C a l i f o r n i a  l e g i s l a t u r e  
a m e n d e d  C a l . Bus. &  Prof. C o d e  §25602 a n d  Cal. Civ. 
C o d e  §1714 to a b r o g a t e  the res*.Its o f t h o s e  d e c i s i o n s  
in f a v o r  of the t r a d i t i o n a l  c o m m o n  law r u l e  h o l d i n g  
th a t the  c o n s u m p t i o n ,  n o t  the f u r n i s h i n g ,  o f  i n t o x i­
c a t i n g  l i q u o r  is the p r o x i m a t e  c a u s e  of i n j u r i e s  
r e s u l t i n g  f r o m  i n t o x i c a t i o n .  Ch. 929, 19 78  Cal. Adv. 
L e g i s .  Serv. A c o p y  of  t h a t  e n a c t m e n t  is a t t a c h e d  
for y o u r  i n f o r m a t i o n .
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l i a b i l i t y  f o r  v i o l a t i o n s  of  A S  0 4 . 1 5 . 0 2 0 ( a )  o n  l i c e n s e e s  

u n d e r  A S  0 4 . 1 5 . 1 8 0  w h o  t a k e  n o  a c t i v e  p a r t  in t h e  c o n d u c t  o f  

the  t a v e r n ' s  b u s i n e s s .  T h e y  a p p e a r e d  to a s s u m e  t h a t  a 

v i o l a t i o n  o f  A S  0 4 . 1 5 . 0 2 0 ( a )  g i v e s  r i s e  to a c a u s e  of a c t i o n  

a g a i n s t  th e  p r o v i d e r  o f  l iq uo r, th e r e s u l t  r e a c h e d  in V a n c e .

E n a c t m e n t  o f  C S S B  115 (R.ules) , as it n o w  re ad s,  

w o u l d  n o t  a p p e a r  to c h a n g e  th e l a w  in A l a s k a  (as it a p p e a r s  

in th e c i t e d  c a s e s )  o n e  w a y  or the ot he r.  It m i g h t  r a i s e  a 

q u e s t i o n  r e g a r d i n g  l i a b i l i t y  w h e r e  l i q u o r  w a s  f u r n i s h e d  in a 

m a t t e r  w h i c h  w a s  t e c h n i c a l l y  u n l a w f u l - - e . g . , l i q u o r  s o l d  on 

e l e c t i o n  d a y  in v i o l a t i o n  o f  A S  0 4 . 1 5 . 0 2 0 ( c )  b u t  l a w f u l l y  

s o l d  in all o t h e r  r e s p e c t s - -but  t h a t  q u e s t i o n  c u r r e n t l y  

e x i s t s  in the  a b s e n c e  o f  s u c h  a s t a t u t e .  E n a c t m e n t  of  C S S B  

115 (Rules) w i t h  t h e  w o r d  " l a w f u l l y "  r e m o v e d ,  h o w e v e r ,  w o u l d  

a p p e a r  to a b s o l v e  a n y  p r o v i d e r  c f a n a l c o h o l i c  b e v e r a g e  f r o m  

a n y  l i a b i l i t y  fo r i n j u r i e s  r e s u l t i n g  f r o m  the c o n s u m e r ' s  

i n t o x i c a t i o n .  T h i s  w o u l d  be t r u e  r e g a r d l e s s  o f  w h e t h e r  the 

p r o v i d e r  of  th e l i q u o r  v i o l a t e d  A S  0 4 . 1 5 . 0 2 0 ( a )  b y  f u r n i s h i n g  

the  l i q u o r  to a m i n o r  o r  an i n t o x i c a t e d  p e r s o n  or  v i o l a t e d  

a n y  o t h e r  s t a t u t e  d e a l i n g  w i t h  the  f u r n i s h i n g  of  l iq uor . In 

o t h e r  w o r d s ,  it w o u l d  p r e c l u d e  the c o u r t  f r o m  f i n d i n g  an y 

p r o v i d e r  o f  i n t o x i c a t i n g  l i q u o r  l i a b l e  for i n j u r i e s  s u f f e r e d  

as a r e s u l t  o f  i n t o x i c a t i o n , e v e n  w h e n  t h e  l i q u o r  w a s  f u r­
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n i s h e d  to an i n t o x i c a t e d  p e r s o n  or a m i n o r  in v i o l a t i o n  of 

A S  0 4 . 1 5 . 0 2 0 ( a ) .

Sincerely,

A V R U M  M. G ROSS 
A T T O R N E Y  GENET'AL

I t 
• /

T G K : b w b  

E n c l o s u r e

By:
Thomas G. K o e s t e r  

A s s i s t a n t  A t t o r n e y  General
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A n  act to a m e n d  Section ,25(502 or the' business' a n d ' 
Professions Code, and to junend Section 1714 of the Civil, 

Code, relating to proximate cause'. ' ' ‘ " ,

• • • . - ' • ,  . 0 . . '  .I.ECISLATlV i; C O U N S ia .S  D IU l'iT
SI) 1645, Ayala. Alcoholic, beverage liability: proxi-. 

mate cause.

l he California courts have recently interpreted exist 
ing law as imposing civil liability upon persons w h o  sell,, 
furnish, give or cause to be given alcoholic beverages to 
an intoxicated person w h e n  such person inflicts injury,, 
upon a third party.

'This bill would specifically prohibit the imposition of 
civil liability in such instance.

This bill would also stale a .legislative declaration that 
prior judicial interpretation shall be reinstated so that 

such civil liability to a third party is incurred solely by the.: 
intoxicated person. T h e  bill would also provide specifi­
cally that no social host w h o  furnishes alcoholic beverages: 

to any person shall be held legally accountable for d a m ­
ages suffered by such person, or for injury to the person 
or property of, or death of, any third person, resulting 
from the consumption of such beverages.

• I 1  ̂ ' /7'h e  ; " 7 o j) le  o f  t h e  S ta tQ  o f  C a l i f o r n i o  d o  e n a c t  a s ' f o l l o w s :  ‘ '.

S E C T I O N  1, Section ,,25602, of the Durmess and 
Professions C o d e  is a m e n d e d  to read: ,.

,25602. (a) Evevy person w h o  sells, furnishes, gives,
or causes. to be sold, furnished, or given away, any 
alcoho'io beverage to any habitual or commomdrunlcard 

or to any obviously intoxicated • person-is guilty of-a 
misdemeanor.

(b) N o  person w h o  sells, furnishes, gives,1 or causes to 
be sold furnished, or given away, any alcoholic beverage 

pursuant to subdivision (a) of this section shall be civilly 

liable to any injured person or the estate, of such person 
for injuries inflicted on that person as a result of

intoxication by1 the/consumer of such alcoholic beverage.11
(c) T h e  Legislature hereby1 declares that this section * 

shall be interpreted so that the-holdings in cases such as 
Vesely v.Sager (5Cal.3d 153),Bernhardv, llarr.ah’sClub ,

(16 Cal. 3d 313) and Coulter v. Superior Court (_________
Cal. 3 d  _rr_) be abrogated in favor of prior judicial

interpretation, finding the consumption of alcoholic 
beverages rather than the.serving of alcoholic'beverages 

as the proximate cause of injuries inflicted upon another 

by an intoxicated person. • • ' •••; ■ 1 • > '•
SEC. 2. • Section 1714 of the Civil Code'is.amended lo

reach • •• ’' '
1714. (a) Every one is responsible, not only for the

result of his willful acts, but also for an injury occasioned 
to another by bis want of ordinary care or skill in the 
m a n a g e m e n t  of his property or person, except so far as 

the latter has, willfully or by.want of ordinary care, 
hrought'lhe injury upon himself. T h e  extent of liability in 

such cases is defined by the Title 011 Compensatory

Belief. »
(b) It is the intent of the Legislature to abrogate the 

holdings in cases such as Vesely v. Sager (5 Cal. 3d 153), 

Bernhard v. Hurrah’s Club (16 Cal. 3d 313), and Coulter
v. Superior Court ( : Cal. 3d _________) and to
reinstate the pr ior judicial interpretation of this section as 
it relates to proximate cause for injuries incurred as a 
result of furnishing alcoholic beverages lo an intoxicated 
person, namely that the furnishing of alcoholic beverages 
is not the proximate cause of injuries resulting rro m  

intoxication, but rather the consumption of alcoholic 

beverages is the proximate cause of injuries inflicted 

upon another by an intoxicated person.
(c) N o  social host w h o  furnishes alcoholic beverages to 

any person shall be held legally accountable for damages 
suffered by such person, o'* for injury to the person or 
property of, or death of, any third persor resulting from 

the consumption of such beverages.
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-‘•ii act to a m e n d  Section ,25602 of the1 Business a n d ' 

Professions Code, and lo a m e n d  Section 1714 of the Civil, 
Code, relating to proximate cause.

. i , . i
I; »i . I * ■ 
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S B  1645, Ayala. Alcoholic beverage liability: proxi-,

male cause. . . ,, ,

T h e  California courts have recently interpreted exist­

ing law as imposing .civil liability upon persons w h o  sell,, 

iurnisli, give or.cause lo be given alcoholic beverages lo 

an intoxicated person w h e n  such person inIIids i n j u r y ,  
upon a third parly.

This bill would specifically prohibit the imposition of 
jCivil liability in such instance. ,.

‘1 his bill would also stale a legislative declaration that 

prior judicial interpretation shall be reinstated so that 

such civil liability lo a third parly is incurred solely by the: 

intoxicated person. T h e  bill would also provide .specifi­
cally that no social host w h o  furni.s cs alcoholic beverages1

0 any person shall be held legally accountable for d a m  
iges suffered by such person, or for injury to I ho person 

>i piopcrty of, or dcalh of, any third person, reselling 
r o m  the consumption of such beverages’.

1 , | « ̂ t •
T in '  p e o p l e  o f  t h e  S t a t e  o f  C a l i f o r n i a  d o  e n a c t  a s  f o l l o w s : .

S E C T I O N  I. Section ,.25602 of tbo Business and , 
’rolesMons C o d e  is a m e n d e d  lo read: ,

,25602. (a) Every person w h o  sells, furnishes, gives,
jr causes . lo be sold, furnished, or given away, .any 

Icoholiu beverage to any habitual or c o m m o n ' d V u u k a r d  

r lo any obviously in toxical cd person is guilty of1 a 
lisdemeauor.

(b) N o  person w h o  sells, furnishes, gives; or' causes to 

sold, furnished, or given away, any alcoholic beverage 

uisiianl lo .subdivision (a) of this section shall be civilly 

able lo any injured porsoi. or Ine eslale of such person 

>r injuries inllicled on that person as a result of

. . . .  i - I I ,
intoxication by'the'cori'sunier’ofsiicb alcoholir beverage. ,

(c) The'Legislature hereby* declares that this section * 

shall be interpreted so that the holdings in cases such as ' 

Vesely v. Sager (5 Cal. 3d 153), Bernhard v. I Jar rail's Club

(16 Cal. 3d 313) and Coulter v. Superior Coin ! (_________
Cal. 3 d  ;rr__) be abrogated in favor of prior judicial

interpretation, finding ,lhe consumption of alcoholic 
beverages rather than the.serving.of'alcoholic beverages 

as the proximate cause of injuries inflicted upon another 

by an intoxicated person. > ' '
SEC. 2. > Section 1714 of the Civil C o d e  is a m e n d e d  lo

rcat •
1714. (a) Every one is responsible, not only for I he

result of his willful acls, bill also for an injury occasioned 

lo another by his want of ordinary care or skill in Ihc 
m a n a g e m e n t  of his properly or person, except so far as 
the latter has, willfully or by.want of ordinary carc, 
brought 'I be injury upon himself. T h e  ex ten I of liability in 

such cases is defined by the Title on Compensatory

Relief. • .
(b) It is the intent of the Legislature to abrogate the 

holdings in eases such as Vesely v. Sager (5 Cal. 3d 153), 
Bernhard v. Hurrah's Club (16 Cal. 3(1313), and Coulter

v. Superior Court ( : Cal. 3 d _________) and to

reinstate the prior judicial interpretation of this section as 
it relates lo proximate cause for injuries incurred as a 

result of furnishing alcoholic beverages lo an intoxicated 

person, namely that the furnishing ol alcoholic beverages 

is not the proximate, cause of injuries resulting from 
intoxication, but rather the consumption ol alcoholic 

beverages is llu: proximate cause of injuries inllicled 

upon an'olhcr by an intoxicated person.
(c) N o  social host w h o  furnishes alcoholic beverages lo 

any person shall be held leg illy accountable for damages 
suffered by such person, or for injury to the. person or 

properly of, or death of, any third person, resulting from 

the consumption ol such beverages.



Cite is, Alaska. 563 P.2d |j75
[1,2] We rea ch the same conclusion 

here. Ke hold th a t the responsibility which 
AS 04.10.1S0 ce.su upon liquor licensees is 
the responsibility to answer to the criminal 
sanctions imposed by AS 04.15.100 and to 
the adm in is t ra t re  sanctions of the Alcohol­
ic Beverage Con iroi Board. The purpose of 
AS 04.10.ISO is to prevent evasion of the 
liquor control statutes and regulations 
through the creation of hidden financial 
interests in liquor businesses unknown to 
the regulatory authorities or to the public.
I t helps insure tha t all persons with any 
financial interest in such businesses are an­
swerable to the Alcoholic Beverage Control 
Board.5

[3] In R o b in s o n  v. W a lk e r , 63 IU.App.2d 
204, 211 N.E.2d 4SS, IS A.L.R.3d 1317 
(1965), on facts similar to these an a ttempt 
was made to hold liable a trustee who held 
legal title to the land upjn which the li­
censed premises stood, but had no other 
relation to the operation of the alcoholic 
beverage business within. Unlike the Alas­
ka statutes, the Illinois s ta tu te  was a "dram 
shop act" in the usual sense of tha t term, 
explicitly imposing civil liability upon "any 
person owning" licensed premises upon 
which liquor is served to a person who then 
in an intoxicated state injures person or 
property.5 The court construed the word 
"owning" in light of the purposes of the 
dram shop statute, and held tha t those pur-
5. The dlsser mg opinion correctly points out, 

citing section 287 of the Restatement (Second) 
of Torts, that the statutory criminal and admin. 
Istrative penalty provisions have no effect on 
the decision whether to impose liability for 
negligence. Instead, we leak to considerations 
of public policy.

6. AS 04.15.020(a), set out In footnote 3. supra, 
unlike a "dram shop" act does not give a civil 
cause of action against a liquor-dispensing es­
tablishment to a person injured by an intoxicat­
ed person AS 04 15.020(b) specifies suspen­
sion or revocation of the liquor license as an 
administrative sanction for furnishing liquor to 
an Intoxicated person, and AS 04 15.100 makes 
it a misdemeanor punishable by find or impns 
onmer.t,

We note that the L'niied States District Court 7 
for Alaska has held 'hat under Alaska law. 
violation of AS 04.15.020(a) is negligence pet 
M, Vance v, U n ited  States, 355 F.Supp. 756

poses would noi be furthered by imposing 
civil liability on a party who had no control 
over the liquor business/

We are similarly persuaced tha t as a 
matter of policy civil liability should not be 
imposed vicariously on persons who do not 
have power .o control the conduct alleged 
to be tortious. This is the genera! common 
law rule for vicarious liability, as we have 
noted. The Legislature’s desire to prevent 
the creation of hidden financial interests in 
alcoholic beverage businesses, reflected in 
the enactment of AS 04.10.1S0, does not 
persuade us tha t we should depart f-om the 
general rule concerning civil liability. Our 
decision leaves criminal and administrative 
sanctions available to enforce the policy em­
bodied in AS 04.10.180, but also furthers the ' 
belief of the legal system tha t it is unfair t 
hold a person civilly liable for tha t o.ver 
which he has no control, and which he 
therefore has no opportunity to prevent.

The situation here is distinguishable from 
that in V a n c e  v. E s t a t e  o f  M y e r s , 494 P.2d 
SIf- (Alaska 1972). There we held tha t the 
administrator of an estate who operated 
decedent's bar business could be held liable, 
in his representative capacity, for torts 
committed by a bartender. The difference 
is tha t in Vance the administrator actively 
managed the business enterprise as an inci­
dent of which the tortious conduct occurred 
In the case at bar appellees had no control

iD Alaska 1973); se e  B a ch n e r v. R ich, 554 
p,2d 430 (Alaska 1976), F e r re ll v. B xe ie r, 484 
?.2d 250 (Alaska 1971). The Supreme Court of 
Cab'orala has found "dram shop" liability 
ouspd on a criminal statute similar 10 A j 04,- 
15.020(B) (V esely v. Sager, 5 Cal.3d 153, 95 
Cal.Rptr. 023, 486 P.2d 151 (197!)), and based 
purely on the common law without reliance on 
the statute ( B e rn h a rd  v H a rra h 's  Cluh, 16 
Cal Jd 313. 128 Cal.Rptr. 215, 546 P 2d 719. 
726-27, cert, den ied . 429 U.S. 859. 97 S Cl 
159, 50 L.Dd.’d 136 (1976)). C e n t r a , e. g., 
C he t S o n n ie r v R tfa lo e ic h . 86 F.Supp. 900, 12 
Alaska 634 (1950) (Alaska law). S ee  g e n e ra l ly  
Annot., 75 A.L.R 2d 833 (190! & Supp, 1975), 

In view ol our di<- isillon of this case we 
r.spress~no opinion on lins Question. t

Annot., 18 A.L Ft.3d 1323 (1968), discusses a 
number of cases involving vanou* factual cir­
cumstances from which this "control" rule can 
be generalized.
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t e s t i m o n y  f o r  CS SB IIS 
D. S. B i s b e e  - A p r i l  25, 1979

L a s t  y e a r ,  t h e  l e g i s l a t u r e  u p d a t e d  the s m a l l  l o a n  

s t a t u t e s  u n d e r  w h i c h  c o n s u m e r  f i n a n c e  c o m p a n i e s  are p e r m i t t e d  to 

o p e r a t e ,  r e s p o n d i n g  to e v idencf t h a t  s h o w e d  t h e r e  w a s  a n e e d  f o r  

m o d e r n i z a t i o n  in o r d e r  for the i n d u s t r y  to s u r v i v e .  Th i s  b i l l  

o f f e r s  a n  a d d i t i o n a l  o p p o r t u n i t y  to f u r t h e r  i m p r o v e  the o p e r a t i n g  

e n v i r o n m e n t  f o r  t h a t  i n d u s t r y  a n d  i n c r e a s e  c o n s u m e r  b e n e f i t s  a t  t h ^  

s a m e  t ime.

SB  1 1 8  w i l l  a u t h o r i z e  " o p e n  end l o a n s "  w h i c h  is k n o w n  as r e v o l ­

v i n g  c r e d i t .  T h i s  t y p e  o f  l e n d i n g  is p r e s e n t l y  u s e d  in A l a s k a  b y  

c r e d i t  u n i o n s  a n d  b a n k s .  A d d i t i o n a l y ,  20 o t h e r  s t a t e s  (list a t t a c h e d )  

h a v e  p a s s e d  l e g i s l a t i o n  p e r m i t t i n g  f i n a n c e  c o m p a n i e s  to l e n d  in t h i s  

m a n n e r .

T h e  c o n c e p t  i n v o l v e s  the e s t a l i s h m e n t  of  a li n e  o f  c r e d i t  for 

t h e  a p p l i c a n t ,  e x e c u t i o n  o f  a " l o a n  a g r e e m e n t "  i n s t e a d  o f  a t r a d i­

t i o n a l  p r o m i s s o r y  n o t e ,  w h i c h  a u t h o r i z e s  the l e n d e r  to m a k e  c a s h  

a d v a n c e s  u n d e r  ' e r t a i n  te r m s ,  and a m o n t h l y  b i l l i n g  s t a t e m e n t  s h o w i n g  

al l  d e b i t s ,  c r e d i t s ,  i n t e r e s t  c h a r g e s  a n d  r e q u i r e d  p a y m e n t .

T h e  b e n e f i t s  to t h e  b o r r o w e r  are:

A. M o r e  c o n v e n i e n t  s e r v i c e  ( e l i m i n a t e s  n e e d  f ^ r  t r a v e l
to o f f i c e  to o b t a i n  a d d i t i o n a l  m o n e y )

B. R e d u c t i o n  o f  s t a t e  e x a m i n a t i o n  t i m e

C. E l i m i n a t e s  d e l a y  in g e t t i n g  n e c e s s a r y  f u n d s

D. R e d u c e d  i n t e r e s t  c o s t  on t h i s  t y p e  o f  loan. (18$ vs
25% a v e r a g e  o n  c l o s e d  e n d  loans.

T h e  b e n e f i t s  to the l e n d e r  are:

A. S i m p l i f i c a t i o n  of k e e p i n g  .’ec o r d s

B. R e d u c t i o n  o f  p a p e r w o r k

C. R e d u c t i o n  o f  o f f i c e  costs.



W e  f i n d  t h a t  the b e n e f i t s  to the i n d u s t r y  b y  u s e  o f  th i s  

l e n d i n g  m e t h o d  to b e  g r e a t  e n o u g h  to a l l o w  us to p a s s  o n  s a v i n g s  

to t h e  c u s t o m e r  in the f o r m  of a l o w e r  i n t e r e s t  r a t e ,  h e n c e  the 

p r o v i s i o n  in the b i l l  f o r  1 1/2$ p e r  m o n t h  c o m p a r e d  w i t h  o u r  a v e r a g e  

r a t e  o f  25$ o n  c l o s e d  e n d  loans.

T h e  n e e d  f o r  a c o m m i t t e e  s u b s t i t u t e  w a s  e s t a b l i s h e d  b y  i n c l u s i o n  

o f  2 a m e n d m e n t s  f o u n d  i n  S e c t i o n  5 a n d  Section'^). S e c t i o n  5 w a s  

i n c l u d e d  at t h e  r e q u e s t  o f  the f i n a n c e  i n d u s t r y  to a l l o w  a l e n d e r  

to r e c o v e r  c o s t s  o f  a p p r a i s a l s  a n d  t i t l e  i n s u r a n c e  w h e n  r e a l  p r o p e r t y  

is u s e d  as s e c r u i t y .

S e c t i o n  9 w a s  a d d  :d at the r e q u e s t  o f  t h e  D i v i s i o n  of  I n s u r a n c e  

to e l i m i n a t e  a c o n f l i c t  w i t h  e x i s t i n g  l a w  a n d  to a l l o w  f o r  c o n t i n u e d  

r e g u l a t i o n s  o f  l o a n s  b e l o w  $ 5 0 0 0 . 0 0 .

In s u m m a r y ,  o p e n  e n d  l e n d i n g  is an i m p r o v e d  m e t h o d  of d o i n g  

b u s i n e s s  w h i c h  c a n  b e  b e n e f i c i a l  for the l e n d e r  a n d  t h e  b o r r o w e r .

I-’or t h e  r e a s o n s  s t a t e d  I a s k  the c o m m i t t e e  f o r  its " D o  P a s s "  

r e c o m m e n d a t i o n .
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