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S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

January 31, 1934

The Honorable Jalmar Kerttula 
Alaska State Senate 
Pouch V
Juneau, AK 99811

Dear Senator Kerttula:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill to extend the life 
of the Alcoholic Beverage Control Board for four years. 
The board has gone through four "sunset" reviews in the 
last five years, and its sunset date was extended from 
June 30, 1983 to June 30, 1984 during last year's
legislative session. I believe that it is time to give 
the board a four-year extension so that it can continue to 
fulfill its responsibility for administering our alcoholic 
beverage control laws.

Sincerely,

Bill Sheffield 
Governor
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PURPOSE OF THE REPORT

In accordance with the provisions of Alaska Statutes 
24.20.271(1) and 44.60.050 (Sunset legislation) an examina­
tion of the Alcoholic Beverage Control Board was conducted 
to determine if the Board has been operating in an efficient 
and effective manner and if the Board should be reestablished

As required by legislative intent, this report should be 
considered during the legislative oversight function in deter 
mining if the Alcoholic Beverage Control Board should be 
reestablished. Per the 1983 amendment to AS 44.66.010(A)(1), 
the Board is scheduled to terminate on June 30, 1984.
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Enforcement. The ABC Board currently employs five investiga- 
tors - three operating from the Anchorage central office, 
one operating from the Fairbanks field office, and one opera­
ting from the Juneau field office. One Anchorage Investiga­
tor position is vacant. Services provided include (1) surveil­
lance and inspections of licensed premises, (2) investiga­
tions to obtain information to be used in criminal and civil 
proceedings and investigations into suspected licensing viola­
tions, (3) public appearances relating to ABC laws and regula­
tions, and (4) assisting the licensing staff in handling in­
quiries from the general public.
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ORGANIZATION AND FUNCTION

The Alcoholic Beverage Control Board (hereinafter referred 
to as the ABC Board or the Board) was established in 1959 by 
Title 4 of the Alaska Statutes as a regulatory, quasi-judicial 
agency. The Board is vested with the powers, duties, and 
responsibilities for the control of alcoholic beverages, 
including the power to propose and adopt regulations, and to 
hear appeals.

Members are appointed for three-year terms by the Governor 
and serve at his pleasure subject to confirmation by the 
Legislature. Membership is limited by statute to five persons 
(two liquor industry representatives, three non-Industry 
representatives). A director, also appointed by the Governor, 
serves as executive officer and is responsible for enforcement 
of Title 4 liquc-r laws and regulations developed by the Board. 
Although he is not a member of the Board, the director may 
cast a tie-breaking vote. Under the direction of the Board, 
the director may issue, renew, transfer, revoke or suspend 
licenses or permits.

Title 4 prescribes the type of licenses, fees, and specific 
activities allowed under each license classification (see 
schedule of license types and fees in Appendix C). Fees are 
payable at the time of application. To renew an already 
existing liquor license, the application must be filed (and 
the corresponding fees paid) on or before February 28. On 
January 1, 1984 the Board adopted emergency regulations to 
set a moratorium on the issuance of certain new license with­
in the State. The primary purpose of the moratorium is to 
avail time to the Board to reevaluate its current criteria 
for license application approvals. This moratorium will be 
in effect until April JO, 1984.

The staff of the ABU Board is divided into three major func­
tions: administration, licensing, and enforcement. A brief
description of the services provided by those functions fol­
lows .

Administration. The director of the ABC Board provides all 
administrative support needed by the Board including over­
seeing all staff functions, preparing budget documents, and 
directing the preparation and implementation of administra­
tive and public hearings, and directing special enforcement 
investigations.

Licensing. The licensing staff currently consists of three 
full-time employees responsible for issuing and receiving 
application forms, maintaining records and files for all" 
licenses, collecting fees, issuing all licenses and permits 
authorized by the Board, and answering inquiries from the 
general public on routine licensing matters.
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REPORT CONCLUSION

Policy Issues

Thia review contains policy issues raised as a result of our 
evaluation of various Board practices. The final policy 
decisions affecting those practices are not within the scope 
of this review but require legislative consideration. In 
debating these decisions the legislative oversight committees 
should take into consideration the findings and recommendations 
presented in this report, so that the potential impact of 
the policy changes can be evaluated.

Report Conclusions

Title A of the Alaska Statutes established the ABC Board to 
control the manufacture, barter, possession and sale of alco­
holic beverages in the State in order to protect the public's 
health, safety, and walfare. We believe that there is a 
demonstrated need for this control to continue to exist. In 
order to operate in a more efficient and effective manner 
the following recommendations should be implemented:

1. The ABC Board should improve documentation of its enforce­
ment efforts.

2. The ABC Board should strengthen communications with law 
enforcement officers.

3. The ABC Board should establish procedures to monitor 
license fee refunds.

A. The ABC Board should improve its activity reporting 
system.

5. The Department of Revenue should review the ABC Board's 
transmittal of receipt procedures and establish proce­
dures to transmit funds more efficiently.
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FINDINGS AND RECOMMENDATIONS

The ABC Board should improve documentation or its enforcement 
efforts"! ~

The ABC Roard is mandated by statute to control the manufac­
ture, barter, possession, and sale of alcoholic beverages in 
the State. When a violation is observed or reported, the 
ABC Board staff would r'ssue a notice of violation, initiate 
an investigation, or fi.j.e a criminal complaint. An enforce­
ment file is maintained by the ABC Board to document actions 
taken. Our review of these files disclosed weaknesses in 
the following areas:

Investigations

Upon completion of an investigation by the enforcement staff 
a written report is prepared. The report is reviewed by the 
enforcement supervisor and submitted to the Director and/or 
Board for final action. Our review disclosed that adequate 
documentation is not maintained on enforcement activity.
For instance, 16 of 2.5 enforcement files reviewed did not 
contain documentation of final action resulting from the 
Director and/or Board review. In addition, a review of 25 
administrative files maintained by the Director showed that 
17 files did not contain documentation of the informal con­
ference held with the licensee and final resolutions made.

In order to improve the efficiency and effectiveness of opera­
tions, the ABC Board should implement procedures to ensure 
files are complete. Enforcement files should contain doc­
umentation of enforcement activity from inception to final 
resolution.

Notice of Violation (NOV)

The ABC Board utilizes an NOV to communicate to licensees 
that a violation allegedly occurred. NOVs of an by them­
selves carry no penalty, and present regulations do not re­
quire the licensee to respond to the MOV. Our review of 25 
NOVs showed only 9 responses were received from licensees.

An NOV or an accumulation of NOVs could lead to the filing 
of an accusation or could initiate an investigation. In 
addition, NOVs may be reviewed by the Board in considering 
whether to suspend, revoke, or renew a license.

To provide for fair and balanced consideration by the Board, 
Director or enforcement officers, all licensees should be 
required to provide a written response to an NOV. The re­
sponse should become a part of the decision on whether or

Recommendat ion No. 1
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not additional action is warranted. Consideration should 
also be given to the assessment of a p e n a l t y  to the licensee 
when no response is received after the issuance of an NOV.

Recommendation No. 2

The ABC Board should strengthen communications with law en­
forcement officers.

Our review of the ABC Board's law enforcement activities 
showed that the staff relies primarily on the services of 
local law enforcement officers to aid in enforcing liquor 
laws. To promote local enforcement, annual license fees, 
excluding wholesale fees, collected from licenses issued 
within a municipality are refunded semi-annually to the mu­
nicipality.

Total license fees refunded to AO municipalities in Fiscal 
Year 1983 was $809,980. According to the ABC Board staff, 
they are unsure of what services are provided by several 
municipalities. No reports have been submitted by ?.0 of the 
AO municipalities.

Alaska Statute 0A.11.610(b) states that if the officers of a 
municipality fail to actively enforce local ordinances, laws 
of the United States and the State, and the regulations rclat 
ing to the manufacture and sale of alcoholic beverages, the 
Commissioner of Revenue may deny the refund, until the Board 
finds the enforcement of the ordinances, laws and regulations 
is resumed. Alaska Statute 0A.11.610(c) also provides for 
the recovery of any amount erroneously refunded.

As of January 198A, the ABC Board implemented procedures to 
monitor the number of reports received from law enforcement 
officers. We encourage the Board to continue this effort.
In addition, the Board should review its enforcement require­
ments and inform all municipalities of the types of rcpoifts 
and/or services expected from each to ensure liquor law en­
forcement .

Recommendation No. 3

The kV>C Board should establish procedures to monitor license 
fee refunds.

If an application for an alcoholic beverage license or permit 
ie denied by the ABC Board, the applicant is required by 
B'/ard procedures to submit a claim for a refund of the liccns 
fee paid. Upon receipt, the claim is reviewed and endorsed 
by the ABC Board's staff. The claim is then forwarded to 
the Department of Revenue for processing.
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A review of the ABC Board's records showed that no reconcil­
iation is performed between the amount requested and the 
amount disbursed. In addition, no accounting is maintained 
of the number and amount of unclaimed refunds. Discussion 
with the ABC Board's staff disclosed that several applicants 
are long overdue in submitting their claims. For example, 
four claims processed in Fiscal Year 1983 totalling $2,200 
were for refunds resulting from denials made prior to 1979.

Unclaimed refunds are a liability to the State and should be 
accounted for accordingly. Therefore, we recommend that the 
ABC Board establish procedures to automatically refund licensee 
fees when the denial action taken by the Board is known to 
be final. Supervisory review and approval should be required 
on all refunds processed. Refunding procedures should also 
include a summarv of outstanding refunds, and a reconciliation 
of the amount requested to the amount disbursed.

Recommendation No. A

The ABC Board should improve its activity reporting system.

Statistical information summarizing Board actions, licensing 
activities and enforcement activities is compiled annually 
by ABC Board's staff. These statistics are utilized as per­
formance indicators for in-house and budgetary reporting.
Our review of Fiscal Year 1933 summaries disclosed the fol­
lowing weaknesses:

A. Enforcement activity summaries do not adequately reflect 
staff performance. For example, investigations are 
reported when completed. The man-hours required to 
conduct each investigation varies directly with the 
purpose and scope of the investigation. One investiga­
tion may take several months to complete, however no 
accounting is maintained on the man-hours required.

B. Activity summaries are not accurate. Two material re­
porting errors were found as a result of our review.
Total licenses revoked by the Board were erroneously 
reported at thirty-seven instead of four. The reported 
figure included thirty-three actions which should have 
been classified as denials or non-renewals. In addi­
tion, total investigations were reported at seventy- 
four, however only fifty were recorded.

The ABC Board should develop and implement policies and pro­
cedures to adequately measure staff performance and to pro­
mote accurate reporting of its activities.
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The Department of Revenue should review the ABC Board's trans­
mittal of receipt procedures and establish procedures to 
transmit funds more efficiently.

Revenues collected by the ABC Board consisting of application 
and license fees are deposited approximately once a week in 
a non-interest bearing bank account. Due to staff limitations 
and time allotted for bank verification, a check for the 
amount deposited is not prepared until several days later 
and forwarded to the Division of Treasury.

A review of the ABC Board's bank statements showed that the 
average monthly balance for Fiscal Year 1983 was $87,828. 
Interest income is lost as a result of transmittal delays by 
the ABC Board. The Department of Revenue should establish 
procedures to have funds wire transferred to the Division of 
Treasury upon deposit or authorize the establishment of an 
interest bearing depository account to be maintained by the 
ABC Board.

Recommendat ion No. 5
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analysis indicates both positive and negative 
attainments of the ABC Board and how its activities relate 
to the public need factors defined by AS A4.66.050. This 
analysis ii not intended to be comprehensive in nature.

I. The extent to which the board, commission or program 
has operated in the public interest.

Public protection gained through licensing to control 
the manufacture, possession and sale of alcoholic bev­
erages has been adequately provided by the ABC Board. 
However, operational efficiency and effectiveness should 
be improved. See Recommendations 1 through 5 of this 
report.

II. The extent to which the operation of the board, commis­
sion, or agency program has been impeded or enhanced by 
existing statutes, procedures, and practices which it 
has adopted, and any other matter, including budgetary, 
resource, and personal matter!

The 1980 revisions to Title A have, for the most part, 
been beneficial to the operation of the ABC Board. 
However, those sections which deal with suspension and 
revocation of licenses and permits pLace severe restric­
tions upon the ability of ABC to suspend and revoke 
licenses for the illegal act of licensee employees.

The Board is also restricted in meeting its statutory 
responsibilities in protecting the public health, safe­
ty and welfare by the size of the enforcement staff 
which consists of one agent in Juneau, one in Fairbanks 
and three, including a supervisory agent in Anchorage. 
Including the supervisory agent, there are only five 
agents with inspection and enforcement responsibilities 
for 1,513 licensed premises. However, one other Anchor­
age Investigator position is vacant.

TII. The extent to which the board, commission or agency has 
recommended statntory changes which are generally of 
benefit to the public interest.

The last major revisions to Title A of the Alaska Stat­
utes were the result of action by the 1980 session of 
the Legislature. The ABC Board participated in the 
process of developing those revisions
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J.V. The extent to which the board, commission or agency has 
encouraged interested persons to report to it concern­
ing the effect of its regulations and decisions on the 
effectiveness of service, economy of service, and avail­
ability of service which it has provided.

The ABC Board has met an average of ten times during 
1982 and 1983. During each year they have met at least 
once in each of the four judicial districts. Each meet­
ing has been adequately advertised and open to all in­
terested persons. Staff of the ABC Board are located 
in Anchorage, Juneau and Fairbanks and are available to 
answer inquiries of the general public during all normal
business hours. We believe this has provided an adequate
forum for allowing public input on Board regulations 
and decisions.

V. The extent to which the board, commission, or agency 
has encouraged public participation in the making of 
its regulations and decisions.

As noted in IV above, the Board has provided an adequate 
forum for obtaining input from the public.

VI. The efficiency/ with which public inquiries i>r complaints
regarding the activities of the board, commission or 
agency Tiled with it , with the department to which~~a 
board or commission is administratively assigned, or 
with the office of the ombudsman have been processed 
and resolved.

As noted in past reviews the number of formal hearings 
continue to be few in number. However, the ABC Board 
has the authority to hold its cwn hearings on protests 
which it exercises as a part of its regularly scheduled 
meetings. Hearings in this manner nave been accomplish­
ed in a timely manner since the Board meets at least 
ten times each year.

VII. The extent to which a board or commission which regulates 
entry into an occupation or profession has presented 
qualified applicants to serve the public"!

Our review of licensing activity of the ABC Board to 
determine whether all statutory qualifications of licen­
sees were being met revealed no exceptions. The Board 
has therefore, presented qualified applicants to serve 
the public.
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V I I I .

IV.

The extent to which state personnel practices, 
including affirmative action requirements, have 
been complied with by the board, commission, or 
agency to its own activities and the area of 
activity or interest.

No discrepancies v;ere noted during our review of the 
ABC Board affirmative action program.

The extent to which statutory, regulatory, budgeting, 
or other changes are necessary to enable the agencvV 
board or commission to better serve the interests ot 
the puETIic and to comply with the factors enumerated 
in this subsection.

Please refer to I and II above and to the previous 
section, Findings and Recommendations.
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APPENDIX A
STATE OF ALASKA 

DEPARTMENT OF REVENUE 
ALCOHOLIC BEVERAGE CONTROL BOARD 

REVENUE COMPARED WITH EXPENDITURES 
“ FT scaT "Y

(UNAUDITED)
(Note 1)

 1931  1982 1983

Revenue (See Schedule 1) $1,494,489 $1,548,393 $1,592,957

Expenditures (556,589) (562,178) (605,131)

Excess of Revenue
0ver Expenditures $ 937.900 $ 986.215 S 987.826

Schedule 1 
evenue Collected

Types of License 1981 1982 1983

Liquor License Application $ 83,250 $ 86,350 $ 86,950
Pub 100 400 400
Beverage Dispensary 771,050 773,200 799,050
Club 39,500 39,300 41,200
Common Carrier 25,800 29,050 30,500
Restaurant 60,750 69,600 73,550
Roadhouse -0- -0- -0-
Retail Store 330,700 335,400 341,500
Wholesale General 138,500 156,000 146,700
Wholesale Malt Beverage 13,200 21,600 27,900
Miscellaneous (Note 2) 31,639 37,493 45,207

Total $1 i-4 9 4_, 489 .$1.548.393 .11..5.9-2.1-95-7

Note 1

This revenue;expenditure comparison was prepared from available records 
and discussions with ABC Board personnel. The records were not audited 
by us and accordingly we do not express an opinion on the ABC Board Rev­
enue Compared with Expenditures, nor the Schedule of Revenue Collected.

Note 2

Includes recreational-site licenses, caterer's special events and con­
ditional contractor's permits.
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APPENDIX B
STATE OF ALASKA 

DEPARTMENT OF REVENUE 
ALCOHOLIC BEVERAGE CONTROL BOARD 

NUMBER OF LICENSES BY TYPE 
Fiscal Years 1981, '1982, and 1983

Types of License 1981 1982 1983

Pub 1 1 1

Beverage Dispensary 620 634 645

Club 63 65 65

Common Carrier 72 88 94

Restaurant 182 215 223

Roadhouse -0- -0- -0-

Retail Store 438 445 448

Wholesale General 15 16 16

Wholesale Malt Beverage 7 7 8

Miscellaneous (Note 1)  9 12 13

Total. 1 “ Qj_ 14-82 1513

Note 1

Includes recreational-site licenses, caterer's special events 
and conditional contractor's permits.
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APPENDIX C

Source___________

Application Fee

Beverage
Dispensary

Restaurant or 
Eating Place

Club

Bottling Works

Brewery

Winery

Package Store

Retail Stock

STATE OF ALASKA 
DEPARTMENT OF REVENUE 

ALCOHOLIC BEVERAGE CONTROL BOARD 
DESCRIPTION OF LICENSE TYPES AND FEES

Description_________________________ Annual Fee

For each license application. $ 50

To sell or serve on the 1,250
licensed premises alcoholic 
beverages for consumption on 
the licensed premises only.

To sell beer and wins for 300
consumption only on the
licensed premises.

To sell alcoholic beverages 600
for consumption only on the 
licensed premises.

To operate a bottling works 250
where beer and wine may be 
bottled and sold.

To operate a brewery where 500
beer is manufactured and 
bottled or barreled for sale.

To operate a winery where wine 250
is manufactured and bottled cr
barreled for sale.

To sell alcoholic beverages to '750
a person in response to a
verbal solicitation for
purchase received from the
per? >n present on the
licensed premises or in
response to a written
solicitation made by a person
known to the license for a
purchase to be received by the
person making the solicitation.

To sell the remaining stock of 100 
a package liquor store when 
the owner wishes to close or 
terminate business. Sale may 
only be to licensed persons.
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So u r c e D e s c r i p t i o n Annual Fee
General
Wholesale

Wholesale Malt 
Beverage 
and Wine

Distillery

Community Liquor

Common
Carrier
Dispensary

Recreational
Site

Pub

Caterer

To sell alcoholic beverages 
in the o r i g i m 1 package, and 
wine in bulk, in quantities 
of not less than five gallons 
to holders of licenses.

$ 1 ,0 0 0  F i x j L $ 1 0 0 ,0 0 0  
of sales plus 
$500 - 10,000 
on additional 
sales

To sell malt beverages and 
wine in the original packages 
in quantities of not less 
than five wine gallons to 
holders of licenses.

200 First $20,000 
of sales plus 
$300 - 10,000 
based on 
additional 
sales

To operate a distillery where 500
alcoholic beverages are 
distilled and bottled or 
barreled for sale.

Authorizes a municipality to 
operate a beverage dispensary 
or a package store or both 
subject to the same 
conditions and fees applicable 
to beverage dispensary or 
package liquor store licenses.

To sell alcoholic beverages for 
consumsption aboard a vehicle, 
boat, aircraft, or railroad 
buffet car licensed by the 
State or federal agency for 
passenger travel.

To sell beer and wine at a 
recreational site during and 
one hour before and after a 
recreational event which is 
not a school event, for 
consumption on designated 
areas at the site.

1,250 Beverage
Dispensary 

750 Package 
Store

350 Per vehicle, 
boat, aircraft 
or railroad 
car

A 00

To sell beer and wine for 400
consumption only at 
designated premises located 
on the campus of an accredited 
college or university.

Authorizes the holder of a 50
beverage dispensary license 
to sell or dispense alcoholic 
beverages at conventions, 
picnics, social gatherings,
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S o u r c e D e s c r i p t i o n Annual Fee

S r e c i a l  
Events

Conditional
Contractor

sporting events or similar 
affairs held off the holder's 
licensed premises.

To sell or dispense beer or $50 Per day
wine for consumption at
designated premises for a
specific occasion and limited
period of time. Only a
nonprofit organization may
acquire the permit.

To sell beer or wine for 600
consumption only on designated 
premises for one year from 
the date of issuance of the 
permit at construction sites 
which are located outside a 
city and inside the boundaries 
of a military or naval 
reservation.
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( I n t e n t i o n a l l y  l e f t  b l a n k )
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  R E Y K K I  E  POUCH S
JUNEAU . ALASKA  99811 

OFFICE OF THE COHHISSIOHER PHONE: 19071 465-2300

February 24, 1984

Mr. Gerald L. Wilkerson, CPA 
Legislative Auditor 
Division of Legislative Audit 
Pouch W
Juneau, AK 99811

. . .  1 , i

j r.*u»l AT* :
R-L 'i t ■ ! ■

%

■ ■< 1

Dear Mr. WiIkerson:

This letter is in response t.i recommendations contained in your 
Performance Report of the Alcoholic Beverage Control Board dated January 
30, 1984.

Recommendation No. 1 - The A.B.C. Board should improve documentation 
of its enforcement efforts.

We agree. Conclusions fo* and final actions from investigations, 
informal conferences and administrative hearings will be more precisely 
documented and recorded in pertinent files.

Recommendation No. 2 - The A.B.C. Board should strengthen 
communications with law enforcement officers.

We agree. This is an ongoinc task for the board and its staff. We 
hope the monitoring procedures implemented recently will produce improved 
communications with other agencies.

Recommendation No. 3 - The A.B.C. Board should establish procedures 
to monitor liceise fee refunds.

We agree. Procedures to process and assess disposition of denied 
applications and related refund of Iicensp fees will be established.

Recommendation No. 4 - The A.B.C. Board should improve its activity 
reporting system.

We agree.

Item A. A man-hour reporting system for investigators is in place.

Item B. The discrepancy for total investigations reported resulted 
from "information only" notations by investigatars on their daily reports 
erroneously recorded by c.erical staff as "completed" investigations. 
Improved communication arid control within the enforcement staff has begun 
to prevent this kind of error from reoccurring.
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Mr. Gerald L. Wilkerson, CPA 
Legislative Auditor 
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Recommendation No. 5 - The Department of Revenue should review the 
A.B.C. Board's transmittal of receipt procedures and establish procedures 
to transmit funds more efficiently.

Wa agree. The department is vigorously reviewing cash receipt 
management in all departments at the present time.

On behalf of the A.B.C. Board and its staff we commena your staff 
who performed this audit for their professionalism and conduct. Thank 
you for your constructive and appropriate recommendations.

Robert D. Heath 
Commissioner of Revenue

RDH;PLS:ml1

cc: Patrick L. Sharrock, Director
A.B.C Board 
A.B:.C Board Members

- 2 6 -


	HJUD13 SB 397



