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lion:D a t e  o f  C o m m i t t e e  A c t i o n : __________________

T h e  F I N A N C E  C o m m i t t e e  c o n s i d e r e d :  H B  69
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FISCAL NOTE

R evis ion  Dale/T im e (Note if correction) ________________

Title An act relating to the A lcoh o lic  Beverage

STATE O F  ALASKA
1999 LEG ISLA TIV E SESSION

Contro l Board

Dept. A ffected Revenue 

'B R U  A B C  Board

Com ponent A B C  Board

BILL NO. HB 69

Sponsor

Requester

R ep. Rokeberg

H ouse  Labor & Com m erce Com ponent Seria l No.

Expenditures/Revenues (Thousands of Dollars)

Note: Am ounts do not Include inflation un le ss  otherw ise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2000 F Y  2001 F Y  2002 | F Y  2003 F Y  2004 F Y  2005

Persona l Serv ices 
Travel 

Contractual 
Supp lies 
Equipment 
Land & Structures 
Grants & C la im s 
M isce llaneous

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P fT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  (

FU N D  S O U R C E (Thousands o l Dollars)

1002 Federa l Rece ipts

1003 G F  Match
1004 G F
1005 GF/Program  Rece ip ts -

1037 G F/M en la l Health
Other (Specify Type)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost: 

PO S fT IO N S

0.0

---- - .
Full-time
Part-time
Temporary

A N A LY S IS : (Attact) a separate page it necessary)

No fiscal impact directly from extension of A B C  Board  lor three years. A B C  Board is lunded entirely from program  receipts.

Prepared by 

Division 

Approved by 
Com m issioner

Agency

Phono 465-2301

PREPARER TO  PROV IDE ALL D ISTR IBUTION COP IES  TO  GOVERNOR ’S LEG ISLAT IVE O FF ICE
For (rrther distribution information, call the Governor’s Legislative) Ollico
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V A \ H &
O F F E R E D  I N  H O U S E  p v  ^ A  B Y  R E P R E S E N T A T I V E  g f e e g T

T O :  C S H B  6 9 ( L & C )

A M E N D M E N T

1 P a g e  1, l i n e  4 , f o l l o w i n g  " p a c k a g e  s t o r e  l i c e n s e s ; " :

2  I n s e r t  " r e l a t i n g  t o  a l c o h o l i c  b e v e r a g e  l i c e n s e  p r o t e s t  p r o c e d u r e s ; "

3  P a g e  6 , f o l l o w i n g  l i n e  2 3 :

4  I n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

5  " *  S e c .  12. A S  0 4 . 1 1 .4 8 0 ( a )  i s  a m e n d e d  t o  r e a d :

6  ( a) A  l o c a l  g o v e r n i n g  b o d y  m a y  p r o t e s t  t h e  i s s u a n c e ,  r e n e w a l ,  r e l o c a t i o n ,  o r

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

8  a n d  t h e  r e a s o n s  f o r  t h e  p r o t e s t  w i t h i n  6 0  d a y s  o f  r e c e i p t  f r o m  t h e  b o a r d  o f  n o t i c e  o f

9  f i l i n g  o f  t h e  a p p l i c a t i o n .  A  p r o t e s t  r e c e i v e d  a f t e r  t h e  6 0 - d a y  p e r i o d  m a y  n o t  b e

1 0  a c c e p t e d  b y  t h e  b o a r d ,  a n d  i n  n o  e v e n t  m a y  a  p r o t e s t  c a u s e  t h e  b o a r d  t o  r e c o n s i d e r

1 1 a n  a p p r o v e d  r e n e w a l ,  r e l o c a t i o n ,  o r  t r a n s f e r .  T h e  l o c a 1 g o v e r n i n g  b o d y  m a y  p r o t e s t

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

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

1 4  b y  J a n u a r y  3 1  o f  t h e  s e c o n d  y e a r  o f  t h e  l i c e n s e .  T h e  p r o c e d u r e s  f o r  a c t i o n  o n  a

1 5  ' p r o t e s t  o f  c o n t i n u e d  o p e r a t i o n  o f  a  l i c e n s e  a r e  t h e  s a m e  a s  t h e  p r o c e d u r e s  f o r  a c t i o n

16 o n  a  p r o t e s t  o f  a  r e n e w a l  a p p l i c a t i o n .  A  l o c a l  g o v e r n i n g  b o d y  m a y  r e c o m m e n d  t h a t

17 a license b e  issued, renewed, relocated, or transferred with conditions. T h e  b o a r d

18  s h a l l  c o n s i d e r  r e c o m m e n d e d  c o n d i t i o n s  o r  a  p r o t e s t  a n d  t e s t i m o n y  r e c e i v e d  a t  a

1 9  • h e a r i n g  c o n d u c t e d  u n d e r  A S  0 4 .1 1 .5 1 0 ( b) (2 )  o r  (4) w h e n  i t  c o n s i d e r s  t h e  a p p l i c a t i o n

2 0  o r  c o n t i n u e d  o p e r a t i o n ,  a n d  t h e  r e c o m m e n d e d  c o n d i t i o n s ,  t h e  p r o t e s t ,  a n d  t h e  r e c o r d

2 1  o f  t h e  h e a r i n g  c o n d u c t e d  u n d e r  A S  0 4 .1 1 .5 1 0 ( b) (2 )  o r  (4) s h a l l  b e  k e p t  a s  p a r t  o f  t h e

2 2  b o a r d ' s  p e r m a n e n t  r e c o r d  o f  i t s  r e v i e w .  I f  a n  a p p l i c a t i o n  o r  c o n t i n u e d  o p e r a t i o n  i s

23 p r o t e s t e d  or the local governing body recommends conditions, t h e  b o a r d  s h a l l  d e n y

2 4  t h e  a p p l i c a t i o n  o r  c o n t i n u e d  o p e r a t i o n  or impose the recommended conditions u n l e s s

L -1-



• * w
*1 t h e  b o a r d  f i n d s  t h a t  t h e  p r o t e s t  o r  t h e  r e c o m m e n d e d  c o n d i t i o n s  a r e  [ I S ]  a r b i t r a r y ,

2  c a p r i c i o u s ,  a n d  u n r e a s o n a b l e . "

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

4  P a g e  7 , l i n e  2 2 :

5  D e l e t e  "1 5 "

6  I n s e r t  "1 6 "

7  P a g e  7 , l i n e  2 3 :

8 D e l e t e  " 1 6 "

9  I n s e r t  "1 7 "

1-LS0354\H.14
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3/10/99

A M E N D M E N T

O F F E R E D  I N  H O U S E  F 

T O :  C S H B  6 9 ( L & C )

B Y  R E P R E S E N T A T I V E  G S O E T

P a g e  1, l i n e  6 , f o l l o w i n g  " l i c e n s e ; " :

I n s e r t  " r e l a t i n g  t o  n o t i c e  o f  a r r e s t s  o n  p r e m i s e s  l i c e n s e d  f o r  a l c o h o l i c  b e v e r a g e s  

o p e r a t i o n s ; "

P a g e  7 , f o l l o w i n g  l i n e  18 :

I n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c .  1 5 . A S  1 2 .2 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  1 2 .2 5 .0 7 5 . N o t i c e  o f  a r r e s t  o n  p r e m i s e s  l i c e n s e d  f o r  a l c o h o l i c  

b e v e r a g e s  o p e r a t i o n s ,  (a) I f  a  p e a c e  o f f i c e r  m a k e s  a n  a r r e s t  o n  l i c e n s e d  p r e m i s e s ,  

t h e  l a w  e n f o r c e m e n t  a g e n c y  t h a t  e m p l o y s  t h e  p e a c e  o f f i c e r  s h a l l ,  w i t h i n  6 0  d a y s  o f  

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

c i r c u m s t a n c e s  o f  t h e  a r r e s t ,  t o  t h e  A l c o h o l i c  B e v e r a g e  C o n t r o l  B o a r d .

( b)  I n  t h i s  s e c t i o n ,  " l i c e n s e d  p r e m i s e s "  h a s  t h e  m e a n i n g  g i v e n  i n  

A S  0 4 .2 1 .0 8 0 ( b ) ."

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

P a g e  7 , l i n e  2 2 :

D e l e t e  "15"

I n s e r t  "16"

P a g e  7 , l i n e  2 3 :

D e l e t e  "16"

I n s e r t  "17"

-1-
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3/10/99!

A M E N D  M E N T

O F F E R E D  IN TH E H O U SE 

T O : CSHB 69(L& C )

f i t i ' r .  O A v i £ S

1 Page 1, l in e  2, f o l lo w in g  "organizations;":

2 Insert "relating to peace officer powers of employees of the Alcoholic Beverage

3 Control Board;"

4 Page 3, f o l lo w in g  l in e  3:

5 Insert a new  b i l l  section to read:

6 "* Sec. 2. AS  04.06.110 is amended to read:

7 Sec. 04.06.110. Peace officer powers. T h e  d irector and the persons

8 em p lo y e d  fo r the adm in istrat ion and en forcement o f  this t it le may, w ith  the

9 concu rrence  o f  the comm iss io ner o f  p u b l ic  safety, exerc ise the powers o f  peace

10 off icers w hen  those powers are spe c if ica l ly  granted by the board. Powers granted by

11 the board unde r this section may be exerc ised o n ly  w hen  necessary for the

12 en fo rcem en t o f  the c r im in a l ly  pun ishab le  p rov is ions o f  this tit le, regu lat ions o f  the

13 board, and other c r im in a l ly  pun ishab le  laws and regu lat ions, including enforcement

14 of laws against prostitution and promoting prostitution described in AS 11.66.100

15 - 11.66.130 and laws against gambling, promoting gambling, and related offenses

16 described in A S  11.66.200 - 11.66.280 [ G O V E R N IN G  T H E  M A N U F A C T U R E ,

17 B A R T E R ,  S A L E ,  C O N S U M P T IO N ,  A N D  P O S S E S S IO N  O F  A L C O H O L I C

18 B E V E R A G E S  IN  T H E  STATE] ."

19 R enum ber the fo llow ing bill sections accordingly.

20  Page 7, line 22:

21 D ele te  "15"

22 Insert "16"

L -1 -



1 Page 7, l in e  23:

2 De le te  "16"

3 Insert "17"

1-LS0354VH.7
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S T A T E  O F  A L A S K A

1 9 9 9  L E G I S L A T I V E  S E S S I O N

F IS C A L  N O T E
B I L L  N O .  H B  6 9

Revision Date/Time (Nole if correction) _________________________ Dept. Affected Revenue
Title An act relating to the Alcoholic Beverage____________BRU ABC Board
_______________ Control Board__________________________________ Component ABC Board
Sponsor Rep. Rokeberg__________________________________ _____________
Requester House Labor & Commerce________________________Component Serial No.

Expet. d ltu res/Revenues___________________________________________ (Thousands of Dollars)
Note: Amounts do not Include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING n.o 0.0 0.0 0.0 0.0 o .6 l

CAPfTAL EXPENDITURES

CHANGE IN REVENUES ( ) 1
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menlal Health 
Other (Specify Type)

- •

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost- 0.0

POSfTIONS
Full-time
Part-time
Tempo-try

ANALYSIS: (Attach a separate page if necessary)

No fiscal impact directly from extension of ABC Board for three years. ABC Board is fundod entirely from program receipts.

Prepared by Dorg Griffin. Diroclorx Phono 465-2301
Division ABC Board J 1 I * ) , /  Date/Time February 22. 1B93 10:15AM
Approvod by 
Commissioner

.  . . .  .

Wilson L. Condon / / H Date Q - tA / y y

Agoncy Department of Revenue

P R E P A R E R  T O  P R O V I D E  A L L  D IS T R IB U T IO N  C O P I E S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O F F IC E
For further distribution information, call the Governor's Legislntivo Ollico

P a g t  1 ol !

Iiscal69t -  2/22/99



n u n  i u  m u  u u 1 u i  a h r n / i  m u # i . ut

S T A T E  O F  A L A S K A TONY KNOWLES, COVEKNOK

DEPARTMENT OF REVENUE 
Alcoholic Beverage Control Board Anchorage, Abokj 99501 • 60 VS 

Phone: 907-269-03SU
FAX: S07.272-9-U2

550 W. 7TH AVENUE, 5UI IE 3 SO

March 18, 1999

Representative Gene Therriauh, Co-Chair 
Mouse Finance Committee 
Alaska House of Representatives 
State Capitol
Juneau, Alaska 99801-1182

RE: Community Council Resolution on ABC Board

Dear Representative Them'ault:

I am aware o f issues being raised by Senator Dave Donley and being circulated to various Community 
Councils within the Municipality o f Anchorage regarding changes to the Alcoholic Beverage Control (ABC) 
Board. These changes involve amendments to the membership, duties, and procedures o f the ABC Board. 1 
would like to respond to the four changes being proposed.

First, Senator Donley calls for replacing one of two alcohol industry members o f  the ABC Board with 
an additional public member. This would change the overall make-up of the Board from three public members 
and two industry members to four public seats and only one industry scat. This change stems in part from 
statements regarding voting patterns in the September 1997 legislative audit o f the ABC Board, which are not 
supported by research, analysis, or fact. The basis of the assertion by legislative auditors that industry 
members of the ABC Board are generally softer on the liquor licensees in fulfilling their regulatory and quasi­
judicial duties is, in fact, attributed to interviews with me. I recall discussing with auditors the public 
perception of this assertion, but I felt that this assumption merited review with regard to the present ABC 
Board. 1 disagree with how my comments were portrayed and used by Legislative Audit and 1 am very 
concerned that now this faulty conclusion is fueling an effort to change in state law the make-up o f tltc ABC 
Board. The ABC Board is already set up to protect the public with three public members and only two industry 
members. Governor Know les has further appointed a representative of the law enforcement community to one 
of the public scats. The Governor has also appointed industry members who are sensitive to community 
concerns and hold liquor licensees to high standards in the conduct, of their businesses. There is further 
protection in state law giving the Director of the ABC Board the authority to break a  tie vote. Changing the 
membership would alienate the beverage service industry and create a more adversarial environment in 
alcoholic beverage regulation. This will have the result o f making alcohol beverage law enforcement more 
difficult, emotional, and expensive. For these reasons, the ABC Board opposes this change.

Second, Senator Donley, citing the 1997 audit, calls for “peace officers to notify the ABC Board o f 
arrests at licensed establishments. ” This recommendation has merit. The ABC Board is now in the process of 
drafting regulations to require timely and complete reporting of alcoholic beverage license violations from local 
law enforcement before semi-annual license fee collections arc returned to municipalities that enforce liquor 
laws.



411 ilk iU  0 \J  IJiU U U 'O C  i n i n o n u . r . u  c

Third, there is a proposal to “allow ABC Board Enforcement Officers to make arrests for prostitution 
and gambling at liquor licensed facilities.” Presently, ABC Investigators have special commissions from Public 
Safety Commissioner Ron Ottc to conduct investigations of prostitution and gambling on liquor licensed 
premises only. The 1997 audit disputed the legality o f this special commission (AS 04.06.110) because it gives 
ABC personnel the authority to investigate crimes related to, but not strictly part of, Title 4. The ABC Board 
believes this special commission is legal and sufficient to address the concern. The special commission simply 
tries to improve government efficiency and responsiveness by allowing the ABC enforcement sto T in the 
course o f monitoring liquor licensees, to also investigate these related illegal activities. A change in the statute 
giving ABC staff ancst powers has significant legal ramifications. It exceeds the scope o f authority the ABC 
Board believes is warranted for its investigators to cany out their statutory duties. The present ability o f 
enforcement personnel to conduct investigations and issue citations provides significant public protection and is 
a more legally appropriate level o f authority for the task o f enforcing alcoholic beverage laws and prostitution 
and gambling on licensed premises. The ABC Board docs not oppose statutory clarification to allow the 
investigation o f gambling and prostitution on liquor licensed premises by ABC personnel.

Finally, Senator Donley wishes to require a two-thirds vote o f the ABC Board to take action regarding a 
liquor license opposed by a local community council or local government body. I believe that this provision 
raises significant legal issues because it gives a community council authority beyond its capacity as an advisory 
body. Community councils are not elected officials and conferring power to these informal associations raises 
concerns o f valid representation of the governed and the legal basis for the exercise of this authority.
Community councils can provide insight, information, and advice to policy-making groups, but I do not believe 
they Iiavc the authority to make policy on their own. There is not the same legal concern for the requirement of 
a two-thirds vote of the ABC Board to overrule a municipal protest. This proposal may merit discussion and 
debate as a policy choice. The Jaw already sets a high standard for the ABC Board to overrule local 
government protests o f transfer, renewal, or continued operation o f liquor licenses. The ABC Board must find a 
municipal protest to be “ arbitrary, capricious, and unreasonable” to reject it. While the Jaw docs not afford the 
same protection to community council protests, as a practical matter this ABC Board docs give great weight to 
neighborhood concerns. In my letter o f response to the 1997 audit I cited several instances where the ABC 
Board denied or modified liquor license actions based on reasonable neighborhood concerns. For these 
reasons, I do not believe that this change merits enactment.

I have responded to these proposals as concisely as possible. I will be happy to provide you with 
additional information regarding these proposals i f it is desired.

Director

cc: S e n a to r  D a v id  D o n le y



F IS C A L  N O T E

Revision Date/Time (Note if correction) ______________
Title An act relating to the Alcoholic Beverage

S T A T E  O F  A L A S K A

1 9 9 9  L E G I S L A T I V E  S E S S I O N

Control Board

Dept. Affected Revenue 
’ BRU ABC Board
Component ABC Board

B I L L  N O . H B  6 9

Sponsor
Requester

Rep. Rokeberg
House Labor & Commerce Component Serial No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Sen/ices 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPfTAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

- - •

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s t i m a t e  o f  c u r r e n t  y e a r  (F Y 9 9 )  c o s t :  

POSITIONS

0.0

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

No fiscal impact directly Irom extension of ABC Board lor three years. ABC Board is funded entirely Irom program receipts.

Prepared by 

Division 
Approved by 
Commissioner 

Agency

Dorg Gridin, Director, Phono 465-2301

Deparlmont of Revenue

P R E P A R E R  T O  P R O V I D E  A L L  D IS T R IB U T IO N  C O P I E S  T O  G O V E R N O R ’S  L E G IS L A T IV E  O F F IC E
For further distribution information, call Iho Governor’s  Legislative Ollico

P a g o  t ol 1
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17 March 1999 

Representative Noi man Rokeberg 
Chairman, House Labor & Commerce Committee 
Alaska State Legis ature 
State Capitol
Juneau Alaska 99^01-1182 

Honorable Representative Rokeberg

Thank you for movihg CSHB No.69 (L&C) from your committee to the House Finance 
Committee. Vour support and dedication toward this particular piece of legislation is 
recognixed and appreciatedI

I understand sections of CSHB No.69 (L&C) dealing with brewpubs clarify specific 
issues and that additional input by ail br^wpub licensee’s will be provided during each 
step of the process fo pass this legislation.

Extending the Alcohjol Beverage Control Board to the year 2003 In this Dill is 
necessary and critical to the licensed beverage industry and enforcement of Title IV 
statutes. Thank you. again, for your concern and support of this issue.

I remain at your service,

Larry J^"Hack” Hackenmiller 
President, CHARR i

/a
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H I S T O R I C A L  I N F O R M A T I O N  R E G A R D I N G  C E R T A I N  A B C  L I C E N S E  

C H A N G E S :

B y : R e p .  N o r m a n  R o k e b e r g  0 3 /1 6 /9 9

0 4 . 1 1 .1 3 0  =  B r e w e r y  L ic e n s e .  F ir s t  p u t  in  s ta tu te  in  19 8 0 .

0 4 .1 1 .1 3 5  =  B r e w p u b  L ic e n s e .  F ir s t  p u t  in  s ta tu te  in  1 9 8 8 . T h i s  l ic e n s e  is  

n o t  t r a n s f e r a b le .  R e q u i r e s  l ic e n s e e  to  a ls o  h o ld  a  b e v e r a g e  d i s p e n s a r y  

l ic e n s e .

0 4 .1 1 .4 5 0  =  P r o h ib i te d  F in a n c ia l  In te r e s t .  F i r s t  p u t  in  s ta tu te  in  1 9 8 0 .

C S S B  2 7 6  ( F I N ) ,  C h a p te r  1 1 1 , S L A  1 9 8 8 ,  " A n  A c t  r e l a t in g  to  b re w p u b ,  

b r e w e r y ,  a n d  b e v e r a g e  d i s p e n s a r y  l iq u o r  l ic e n s e s ;  a n d  to  p r o h ib i te d  f in a n c ia l  

in te r e s t s  in  a  l ic e n s e d  l iq u o r  b u s in e s s ;  a n d  p r o v id in g  fo r  a n  e f f e c t iv e  d a te ."

A d d e d  A S  0 4 .1 1 .1 3 5  a d d s  n e w  s e c t io n  ( b r e w p u b  l ic e n s e ) .

H C S  C S S B  8 7  ( J U D ) ,  C h a p te r  1 0 1 , S L A  1 9 9 5 ,  " R e la t in g  to  th e  

m e m b e r s h ip  o f  th e  A lc o h o l ic  B e v e r a g e  C o n tr o l  B o a rd ;  r e l a t i n g  to  

c o m m u n i ty  lo c a l  o p t io n s  fo r  c o n tro l  o f  a lc o h o l ic  b e v e r a g e s ;  r e l a t in g  to  th e  

c o n tr o l  o f  a lc o h o l ic  b e v e ra g e s ;  p r o h ib i t in g  p e r s o n s  f ro m  b e in g  o n  p r e m is e s  

in v o lv in g  a lc o h o l ic  b e v e ra g e s  u n d e r  c e r ta in  c i r c u m s ta n c e s ;  r e l a t in g  to  th e  
d e f in i t io n  o f 'a l c o h o l i c  b e v e ra g e " ;  r e la t in g  to  p u r c h a s e  a n d  s a le  o f  a lc o h o l ic  

b e v e r a g e s ;  r e la t in g  to  a lc o h o l  s e rv e r  e d u c a t io n  c o u r s e s ;  a n d  p r o v id in g  fo r  a n  

e f f e c t iv e  d a te ."

C h a n g e d  A S  0 4 .1 1 .1 0 0 :  A d d e d  n e w  s u b s e c t io n :  E x e m p t  l ic e n s e  

p r o v is io n  r e d u c e d  th e  m e n u  a n d  p e r c e n ta g e  o f  s a le s  r e s t r ic t io n  in  th is  
c a te g o r y  o f  l ic e n s e  th e r e b y  c r e a t in g  a  " ta v e rn "  l ic e n s e .
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C h a n g e d  0 4 .1 1 .1 3 5 ( a )  c o n c e r n in g  a  b r e w p u b  l ic e n s e  to  a u th o r i z e  th e  

h o l d e r  o f  a  b e v e r a g e  d i s p e n s a r y  l ic e n s e  to  m a n u f a c tu r e  7 5 ,0 0 0  g a l lo n s  v. f  

b e e r  in  a  c a le n d a r  y e a r  ( p r e v io u s  a m o u n t  w a s  1 6 ,0 0 0  g a l lo n s ) .  ( S e c t io n  6 )

S C S  C S H B  3 7 2  ( J U D )  a m  S ,  C h a p t e r  1 3 6 ,  S L A  1 9 9 6 ,  e f f e c t i v e  

O c to b e r  1 , 1 9 9 6 .

C h a n g e d  0 4 . 1 1 .1 0 0 ( f )  to  g r a n d f a th e r  in  e x e m p t  l i c e n s e s  ( M o o s e 's  

T o o th  L e t te r ) .  ( S e c t io n  1)

C h a n g e d  A S  0 4 .1 1 .1 3 5 (a )  to  a d d  tw o  n e w  s u b s e c t io n s  ( 3 )  a n d  (4 )  

c o n c e r n in g  s a le  o f  l ic e n s e e 's  m a n u f a c tu r e d  b e e r  in  q u a n t i t i e s  o f  n o t  m o r e  

th a n  5 g a l lo n s  p e r  d a y  to  in d iv id u a l  p r e s e n t  o n  p r e m is e s ;  a n d  p r o v id e  s m a ll  

s a m p le  f r e e  o f  c h a rg e .  ( S e c t io n  3 ).

C h a n g e d  0 4 .1 1 .4 5 0 (b )  o h ib i te d  f in a n c ia l  in te r e s t ] .  I n s e r te d  " a  

r e s t a u r a n t  o r  e a t in g  p la c e  l i e u  .j " in  th is  s u b s e c t io n  w h ic h  th e n  p r e v e n te d  

a n y o n e  w h o  w a s  a  r e p r e s e n ta t iv e  o r  o w n e r  o f  a  w h o le s a le  b u s in e s s ,  b r e w e r y ,  

w in e r y ,  b o t t l in g  w o r k s  o r  d i s t i l l e r y  f o r  g e t t in g  a  b e v e r a g e  d i s p e n s a r y  l ic e n s e  

p a c k a g e  s to r e  l ic e n s e ,  o r  a  r e s t a u r a n t  o r  e a t in g  p l a c e  l ic e n s e .  G r a n d f a th e r e d  

in  th o s e  w h o  a l r e a d y  h a d  a  c o m b in a t io n  o f  l ic e n s e s .  ( S e c t io n  4 ) .

C S H B  6 9  ( L & C )  - " A n  A c t  r e q u i r in g  c e r t a in  r e p o r t s  o r  i n f o r m a t io n  f ro m  

a lc o h o l ic  b e v e r a g e  l ic e n s e e s  th a t  a r e  a ls o  l im i te d  l i a b i l i ty  o r g a n iz a t io n s ;  

r e l a t in g  to  r e g u la t io n  o f  a lc o h o l ic  b e v e r a g e  l ic e n s e s  i s s u e d  to  l im i te d  

l ia b i l i ty  o r g a n iz a t io n s ;  r e l a t in g  to  b r e w p u b  l ic e n s e s ;  r e l a t i n g  to  p a c k a g e  s to r e  

l ic e n s e s ;  r e l a t in g  to  c o n s u m p t io n  o f  a lc o h o l ic  b e v e r a g e  o n  l ic e n s e d  

p r e m is e s ;  r e l a t in g  to  th e  l ia b i l i ty  o f  a  m e m b e r  o f  a  l im i te d  l i a b i l i ty  

o r g a n iz a t io n  w h o  a ls o  h o ld s  a n  a lc o h o l ic  b e v e r a g e  l ic e n s e ;  e x te n d in g  th e  

t e r m in a t io n  d a te  o f  th e  A lc o h o l ic  B e v e r a g e  c o n tr o l  B o a r d  to  J u n e  3 0 , 2 0 0 3 ;  

a n d  p r o v id in g  fo r  a n  e f f e c t iv e  d a te ."

S e c t io n  4 , p a g e  3 , l in e  2 3 :  A m e n d s  A S  0 4 .1 1 .1 3 5 ( a ) :  A l lo w s  s a le  o f  

l ic e n s e e 's  m a n u f a c tu r e d  b e e r  o n  o t h e r  l i c e n s e d  p r e m i s e s  o f  l ic e n s e e .

S e c t io . .  4 , p a g e  3 , l in e  2 9 : A m e n d s  A S  0 4 .1 1 .1 3 5  ( a ) :  A l lo w s  s a le  o f  

l ic e n s e e 's  m a n u f a c tu r e d  b e e r  to  w h o le s a le .
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S e c t io n  5 , p a g e  4 , l in e s  1 -1 6 : A d d s  n e w  s u b s e c t io n  to  A S  

0 4 .1 1 .1 3 5 ( d )  to  e x e m p t  f ro m  (a )  th e  h o l d e r  o f  a  b r e w p u b  l ic e n s e  w h o  u n d e r  

(b )  f o r m e r ly  h e ld  a  b r e w e r y  l ic e n s e  a n d  a  r e s t a u r a n t  o r  e a t in g  p la c e  

" e x e m p t"  l ic e n s e  a n d  w h o ,  u n d e r  th e  f o r m e r  b r e w e r y  l ic e n s e ,  m a n u f a c tu r e d  

b e e r  a t  a  lo c a t io n  o th e r  th a n  th e  p r e m is e s  l i c e n s e d  u n d e r  th e  f o r m e r  

r e s t a u r a n t  o r  e a t in g  p la c e  l ic e n s e  m a y  ( 1 )  m a n u f a c tu r e  u p  to  7 5 ,0 0 0  g a l lo n s  

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

b e v e r a g e  d i s p e n s a r y  l i c e n s e ;  p ro v id e  s m a l l  s a m p le  f r e e  o f  c h a rg e ;  s e ll  b e e r  

o n  p r e m is e s  l ic e n s e d  o r  o th e r  l ic e n s e d  p r e m is e s ,  to  w h o le s a le r ,  o r  to  

in d iv id u a l  p r e s e n t  o n  p r e m is e s  in  a m o u n t  o f  n o t  m o r e  th a n  f iv e  g a l lo n s  p e r  

d a y .



L E G A i .  S E R V I C E S

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street. Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N P U M M arch 16, 1999

SUBJECT: Sectional Summary o f C SH B  69(L& C).

TO: R epresentative N orm an Rokeberg 
A ttn: Janet

S . f .FROM: M ichael F. Ford 
Legislative Counsel

Y ou have requested  a sectional summary' o f  the above-described bill.

As a prelim inary m atter, note that a sectional sum m ary o f  a bill should not be considered an 
authoritative interpretation o f  the bill and the bill itse lf  is the best sta tem ent o f  its contents. 
I f  you w ould like an in terpretation o f  the bill as it m ay apply  to a particu lar set o f  
c ircum stances, please advise.

S ec tio n  L  A llow s the A .B .C . board to adopt regulations regarding reports from lim ited 
liability o rgan izations licensed under T itle 4.

Section 2. Provides that a person cannot receive or transfer contro lling  in terest in a license 
issued to a lim ited liability organization, except w ith approval o f  the A .B .C . Board.

ScclionJ. R equires a lim ited liability organization to report to the board when 10 percent 
or m ore o f  the ow nersh ip  o f  the organization is transferred.

Sx£tiQn_4. M akes changes to the authority  o f  a ho lder o f  a brew pub license, regarding sale 
o f  m anufactured  beer.

Section 5. A llow s certain brew pub licensees to m anufacture beer on prem ises other than the 
prem ises licensed under the beverage dispensary  license.

SiXlion_6. T echnical am endm ent.

Section 7. A uthorizes a package store licensee to deliver w ine or cham pagne to a cruise ship 
or hotel guest. A llows a florist or gift basket establishm ent to purchase w ine or cham pagne 
for de livery  to a cruise ship passenger o r a hotel guest. Im poses certain  record keeping, 
de livery , and perm it requirem ents. A llow s a package store licensee to deliver alcoholic 
beverages to a responsib le adult at a w edding o r w edding  reception or o ther social event 
defined by regulation  o f  the board.
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R epresentative N om ian R okeberg 
M arch 16. 1999 
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S tc tio n JL  R equites a lim ited liability organization to report certain ow nersh ip  inform ation 
to the board.

Section  9 . Im poses lim itations on issuing a beverage dispensary or package store license to 
a lim ited liability  organization .

S ec tio n  10. Im poses requirem ents w hen issuing a liquor license to a lim ited liability  
organization.

Section  11. Prohibits leasing a liquor license to a lim ited l ia b i l i f  organization.

Sfi£ti9a_LL A llow s a person to bring their own w ine to a restaurant, with the perm ission  o f  
the licensee. A llow s the licensee to charge a corkage fee.

Section  13. Provides that a license held by a lim ited liability  o rganization  docs not relieve 
the licensee o f  ob ligations or liability  im posed under T itle 4. so lely  because the license is 
held by a lim ited liab ility  organization.

Section 14. D ef in it io n s .

SectioJL iS . Extends the sunset dale o f  the A .B .C . Board to June 30, 2003.

S ection  16. Effective date  for sec. 15.

S ection  17. E ffective date for all sections but sec. 15.

M FF:jdr:g lc 
99-121 j d r
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' r

Moose’s Tooth Brewing Co
Pho-e: 278-4999 
Fax: 258-4999

Email: Btbrtfft.9@a9l.t2m

Plant address:
2021 Spar Ave. 
Anchorage, AK 99501

Mailing address:
PO Oox 202549 
Anchorage, AK 99520

M arch 12.. 1999 

To Whom It M ay Concern:

In 1995. we began planning to  open a  brewpub in Anchorage and applied for a brewery 
license and a restaurant and eating place license. We were granted these licenses in June 
and July o f  1996 and on October 1 ,1996  AS 04.11.450(b) was amended to  prohibit the 
ownership o f  both a restaurant and eating place license and a  brewery license. Although 
our licenses are currently protected by grandfather rights we are interested in opening a 
second location but camiot.

Recently Chris Anderson o f  the Glacier Brewhouse proposed amendments to AS 
04 .11.135(a) that would allow the original five restaurant/brewery licensees to  convert 
their restaurant and brewery licenses into a  brewpub license by purchasing a beverage 
dispensary license. Although it can be financially difficult for brewpubs that serve only 
beer and wine to afford a beverage dispensary license we understand the need to  address 
the concerns o f  C H A R R/A RB A  alcohol wholesalers and other beverage dispensary 
license owners.

Additionally, Section 5 was added to the proposed amendment to  insure that all o f  the five 
original restaurant/brewery licensees were given equal opportunity to  become brewpubs. 
Unlike the other four restaurant/brew'cry combinations, the M oose’r Tooth Pub and 
Pizzeria and the M oose’s Tooth Brewing Company are not co-located in the same 
building. The existing language o f  AS 04.11.135(a) only allows a brewpub to manufacture 
beer on the premises licensed under the beverage dispensary license. In other words the 
brewing and dining areas o f  the brewpub must be adjacent to one another. Section 5 treats 
all brewery/restaurant combinations licenses before October 1, 1996 alike, whether or not 
they are co-located and gives all five o f  the brewery/restaurant licensees the option to 
become a brewpub.

At present, a grandfathered brewery' restaurant license (G.B.R.) can:
1) produce an unlim ited amount o f  beer
2) sell this beer at the licensee's own restaurant or to other license holders
3) never open a second location
4) never sell its license because o f  its grandfathered status

mailto:Btbrtfft.9@a9l.t2m
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I f  House Bill 69 passes, a G.B.R. can:
1) elect to  rem ain as a  G.B.R. and continue to abide by 2s 1-4 above, OR
2) elect to  purchase a beverage dispensary license (market price is currently S125-150K) 

and with the purchase o f  a brewpub license to  become a brewpub (which requires the 
G.B.R. holder to perm anently relinquish their brewery license)

I f  House Bill 69 passes and a G.B.R. elects to become a brewpub, the brewpub licensee 
can
1) produce a lim ited quantity o f  beer per year (4838.7 kegs per year)
2) purchase other restaurant and eating place licenses in order to  opeu additional locations
3) distribute its own beer to other licenses owned by the licensee
4) (must) use a w holesaler (a.ka. a distributor) to  sell any beer beyond that consumed at 

its own locations
3) sell its license

Although this bill is not a perfect solution to  this problem, we believe that it is the most 
realistic solution. House Bill 69 allows a G.B.R. to  elect to expand (or to rem ain a  G.B.R.) 
while addressing the concerns o f  CHARR/ARBA, local wholesalers and existing beverage 
dispensary licensees.
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SUMMARY:

A  grandfathered restaurant/brewery (G .B .R .) combinat ion can:

Present
-no beer production cap 
-sell beer at own restaurant 
-sell beer to other licenses 
other than its own 

-use distributor or self-distribute 
-never open a second location 
-never sell license as package b/c of grandfather 
status

After House Bill 69
-G.B.R. can continue & operate as at present OR 
•elect to purchase beverage dispensary 
license & become brewpub

If after House Bill 69, G.B.R. elects to become brewpub
-must relinquish brewery license 
-accept 4838.7 keg/year production cap
-can purchase other restaurant licenses & open subsequent locations
-can self-distribute to other license owned by beverage dispensary owner
-must use a distributor to distribute product to any license not owned by bev dispensary'
owner
-can sell its license as package
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M A R - 1 7 - 3 9  WED 9 : 1 4  AM DAN, K, COFFEY. P. C FAX NO. 9 0 7  2 7 4  4 2 5 8

To: DeWitt@legis.state.ak.us 
From: Dan Coffey <dcoffey@alaska.net>
Subject: CSHB 69
Cc:
Bcc:
Attached:

DENNY: THIS E MAIL IS WRITTEN IN SUPPORT OF CSHB 69, 
PARTICULARLY AS RELATES TO THE BREW PUB PROVISIONS. AS 
YOU KNOW, I AM THE ATTORNEY FOR GLACIER BREWHOUSE. MY 
CLIENT IS ONE OF THE STRONGEST SUPPORTS OF THIS BILL AND 
ASK THAT I WRITE THIS MEMO.

THE SALIENT POINTS OF THE BILL ARE AS FOLLOWS:

1) CHRIS ANDERSON, OF GLACIER BREWHOUSE, HAS WORKED 
ON THIS BILL AND ITS PREDECESSORS FOR THREE (3) YEARS. 
WHILE THE PRESENT BILL MAY NOT BE A PERFECT SOLUTION, IT 
IS A COMPROMISE SOLUTION WHICH IS ACCEPTABLE TO THE 
VAST MAJORITY OF PEOPLE WHO ARE INTERESTED IN THIS BILL.

2) THE BILL ALLOWS THOSE INDIVIDUALS WHO LAWFULLY 
ENTERED INTO THE RESTAURANT AND BREWERY BUSINESS 
OVER THREE (3) YEARS AGO AND WHO WERE DENIED THE 
RIGHT/OPPORTUNITY TO EXPAND THEIR BUSINESSES TO NOW 
EXPAND THEIR BUSINESSES, BUT IN ORDER TO DO SO, THEY 
MUST ACQUIRE A BEVERAGE DISPENSARY LIQUOR LICENSE. THE 
REQUIREMENT OF A BEVERAGE DISPENSARY LIQUOR LICENSE 
SATISFIES THE CONCERNS OF THOSE IN THE INDUSTRY WHO 
SUPPORTED THE 1996 AMENDMENT TO AS 04.11.450 (b). THUS, 
TMIS BILL CONTAINS LANGUAGE WHICH ANSWERS THE 
CONCERNS OF ALL OF THE INTERESTED PARTIES. AS SUCH, IT IS 
NOT COMPLETELY SATISFACTORY TO EVERYBODY, BUT 
EVERYBODY SUPPORTS THE BILL BECAUSE THEY HAVE

Printed for Dan Coffey <dcoffey@alaska.net> 1

mailto:DeWitt@legis.state.ak.us
mailto:dcoffey@alaska.net
mailto:dcoffey@alaska.net
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REACHED THESE COMPROMISES. RESTAURANT/BREWERS CAN 
EXPAND, BUT THEY HAVE TO BUY A BEVERAGE DISPENSARY 
LICENSE. THIS PUTS THEM IN THE SAME "FINANCIAL FIELD" AS 
THOSE WHO OWN A BEV DISP LIC. THE RESTAURANT/BREWERS 
CAN CONTINUE TO SELL TO THE PUBLIC, BUT THEY MUST GO 
THRU THE DISTRIBUTOR SYSTEM. THIS KEEPS THE 
DISTRIBUTORS IN THE GAME.

3) AS NOTED, THE DISTRIBUTORS ARE IN SUPPORT OF THE BILL 
BECAUSE OF THE PROVISIONS FOUND IN PROPOSED AS
04.11.045 WHICH REQUIRE ANY OFF PREMISES SALE OF BEER 
CAN ONLY BE MADE THRU A LICENSED DISTRIBUTOR.
THIS PROVISION KEEPS A CONTROL ON THE UNFETTERED 
EXPANSION OF A NEW DISTRIBUTION SYSTEM OUTSIDE OF THE 
EXISTING SYSTEM. THIS REQUIREMENT WILL ALSO HELP 
PROTECT THE TAX/REVENUE BASE FOR THE STATE.

4) THE ADDITION OF SECTION 5 TO PROPOSED AS 04.11.135 IS 
INTENDED TO MAKE SURE THAT THE MOOSE'S TOOTH WILL BE 
ABLE TO PARTICIPATE UNDER THE NEW PROPOSED 
LEGISLATION. THEIR OPERATION, PRIOR TO THE NEW LAW IN 
1996, CONSISTED OF A PREMISES ON WHICH FOOD WAS SERVED 
WHICH HELD A RESTAURANT AND EATING PLACE LICENSE TO 
SELL BEER AND WINE AND AN OFF PREMISES BREWERY 
LICENSE. THIS PROPOSED SECTION WILL RECOGNIZE THAT 
FACT AND ALLOW THEM TO BREW BEER FOR THEIR PREMISES 
AND ANY OTHER PREMISES THEY MAY OPEN JUST AS THOSE 
THAT HAVE THEIR BREWERY FACILITY ON THE SAME PREMISES.

5) THE ONLY OPPOSITION TO THESE PROVISIONS COME FROM A 
FEW INDIVIDUALS WHO SIMPLY WANT THE PROVISIONS OF THE 
1996 LAW REPEALED. THESE PEOPLE ARE NOT OPPOSED TO 
THE COMPROMISE LANGUAGE FOUND IN CSHB 69, BUT SIMPLY 
DON'T SEE THIS LANGUAGE AS THE "RIGHT" ANSWER TO THE 
PROBLEM. IN THIS REGARD, I AM REFERRING TO THE LANGUAGE

Printed for Dan Coffey <dcoffey@alaska.net> 2
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WHICH ADDED "A RESTAURANT OR EATING PLACE LICENSE" TO 
THE PROVISION OF AS 04.11.450 (b). THE PROBLEM WITH THIS 
POSITION IS THAT THERE ARE MANY IN THE INDUSTRY WHO ARE 
NOT IN FAVOR OF ANY REPEAL. THUS, REPEALING THIS 
PROVISION IS NOT POSSIBLE. THIS BRINGS ME BACK TO MY 
FIRST POINT. THIS BILL IS A COMPROMISE WORKED OUT 
BETWEEN ALL INTERESTED PARTIES (CHARR/ARBA. MY CLIENT. 
OTHER'S IN THE RESTAURANT/BREWERY BUSINESS/BREW PUB 
OWNERS/DISTRIBUTORS. ETC.. ETC. A LOT OF WORK BY THE 
INDUSTRY HAS GONE INTO THIS BILL AND IT SHOULD BE 
SUPPORTED FOR WHAT IT IS, A COMPROMISE THAT EVERYONE 
CAN LIVE WITH.

WE WILL BE AVAILABLE AT THE COMMITTEE HEARING TODAY AT 
1:30 P.M. TO TESTIFY IF NECE9SARY. THANKS TO YOU AND TO 
ELDON FOR YOUR CONSIDERATION OF THIS MEMO.

REGARDS, DAN

PrtrtW  ̂6r Dari Coffey <dcoffey@alaska.net> 3
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STA TE  OF ALASKA
Boards and Commissions

ALCOHOLIC BEVERAGE CONTROL

BOARD: Alcoholic Beverage Control Board 

BOARD IDENTIFICATION NUMBER: 003 

DEPARTM EN T: DEPARTM ENT OF REVENUE 

A U TH O RITY ; AS 0 4 .0 6 .0 1 0  

S T A T U S : Active 

SUN SET D ATE: June 30, 1998

REQUIREM ENTS: Legislative Confirmation, Financial Disclosure

PROHIBITIONS: No member may hold any other state or federal office, either elective or 
appointive. No 3 members may be engaged in the same business, occupation, or 
profession.

TERM : 3 years

DESCRIPTION: 5 members appointed by Governor: 2 frcrr. alcoholic beverage industry, but 
not wholesalers; no three members may be engaged in the same business, occupation or 
profession; board selects chair; serve at pleasure of Governor; vacancies to be filled within 
30 days: Governor also appoints Director.

FUNCTION. Controls manufacture, barter, possession, and sale of alcoholic beverages in 
the state.

CHAIR: Board selects chair.

SPEC IA L FA C T S : Quorum - 3 members (majority of whole membership must approve 
applications, renewals, transfers, etc.); Regulatory/quasi-judicial agency. Serve at the 
pleasure of the Governor.

COM PENSATION: Standard Travel and Per Diem. No additional compensation.

M EETIN GS: 6-10 meetings/year-11-14 days maximum; at least once/year in each judicial 
d istrict. Call of chair.

FOR FURTHER INFORMATION CONTACT: Mr. Douglas B. Griffin, Director, Alcoholic 
Beverage Control Board, DOR, 550 West Seventh Avenue, Suite 350 M/S 0400 , 
Anchorage, AK, 99501, Phone: 907-269-0350, Fax: 907-272-9412.
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Membership Roster 
ALCOHOLIC BEVERAGE CONTROL (003)

Member Appointed Reappointed

Ellen L. Ganley 06/29/95 01/31/96
Public
4454 Chena Hot Springs Road 
Fairbanks, AK 99712

Toni La Jackson 08/27/97
Public
P.O. Box 165
Copper Center, AK 995 73

Robert J. Klein 05/31/95 01/02/97
Industry
10381 Treetop Lane 
Anchorage, AK 99516

Joseph J. Thomas, Jr. 02/14/96
Industry
P.O. Box 20977 
Juneau, AK 99802

Thomas C. Walker 06/02/98
Public
Chief of Police 
City of Seward 
P.O. Box 167 
Seward, AK 99664

Term Exp. 

01/31/99

01/31/00

01/31/00

01/31/99

01/31/01



D E P A R T M E N T  O F  R E V E N U E  

A L C O H O L I C  B E V E R A G E  C O N T R O L  B O A R D

S e p t e m b e r  8 ,1 9 9 7

A u d i t  C o n t r o l  N u m b e r :

04-1452-97
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LEG IS LA T IV E  BUDGET AND AUD IT  C O M M IT T E E

D IV IS IO N  O F  LEG IS LA T IV E  AUD IT

The Legislative Budget and Audit Committee is a 
permanent interim committee o f the Alaska 
Legislature. The committee is made up o f five 
senators and five representatives, with one alternate 
from each legislative chamber. The chairmanship o f 
the committee alternates between the two chambers 
ever>’ legislature.

The committee is responsible for providing the 
legislature with audits o f state government agencies. 
The programs and activities o f state government now 
cost more than S5 billion a year. As legislators and 
administrators try increasingly to allocate state 
revenues effectively and make government work more 
efficiently, they need information to evaluate the work 
o f governmental agencies. The audit work performed 
by the Division o f Legislative Audit helps provide that 
information.
As a guide to all their work, the Division o f Legislative 
Audit complies with generally accepted auditing 
standards established by the American Institute of 
Certified Public Accountants and with government 
auditing standards established by the U.S. General 
Accounting Office.
Audits are performed at the direction of the Legislative 
Budget and Audit Committee. Individual legislators or 
committees can subn it requests for audits o f specific 
programs or agencies to the committee for 
consideration. Copies o f all completed audits are 
available from the Division o f Legislative Audit's 
offices in either Anchoraue or Juneau.

BU DG ET AND AUDIT CO M M ITTEE

Senator Randy Phillips, Chairman
Senator Al Adams
Senator Dave Donley
Senator Rick Halford
Senator Drue Pearce
Senator John Torgerson (alternate)
Representative Terry Martin, Vice Chair 
Representative Con Bunde 
Representative Eric Croft 
Representative Jeanette James 
Representative Gene Thcrriuult 
R.prescntative Mark Hanley (alternate)

DIVISION O F LEG ISLA TIV E AUDIT

Randy S. Welker. CPA 
Legislative Auditor 

Merle R. Jenson, CPA 
Deputy Legislative Auditor

P.O. Box 113300 
Juneau, Alaska 99811-3300
(907) 465-3830. Juneau 
(907) 561-1445. Anchorage 
(907) 465-2347, Juneau FAX



LEGISLATIVE BUDGET AND AUDIT COMMITTEE
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t

P.O. Box 113300 
Juneau, AK 99811-3300 

(907)465-3830
S ep tem ber 8, 1997 FAX (907) 465-2347

Internet e-mail address: 
legaudit@legis.state.ak.us

M em bers o f  th e  L eg isla tive  B u d g e t 
and A u d it C om m ittee :

In  accordance  w ith  the  p ro v is io n s  o f  T itle  24 o f  the A lask a  S ta tu te s , the  a ttached  rep o rt is 
su b m in ed  for y o u r rev iew .

D E P A R T M E N T  O F R E V E N U E  
A L C O H O L IC  B E V E R A G E  C O N T R O L  B O A R D

S ep tem ber 8, 1997

A udit C ontrol N um ber 

04-1452-97

T h is  rev iew  exam ines the ac tiv itie s  o f  the A lcoholic  B everage  C o n tro l B o ard  (A B C  B oard) 
to determ ine if  th ere  is a d e m o n s tra ted  pub lic  need fo r its c o n tin u e d  ex is te n ce  and i f  it has 
been  opera ting  in an  e ff ic ien t an d  effec tive  m anner. A laska  S ta tu te  4 4 .6 6 .0 1 0  specifies that 
the A B C  B oard  w ill te rm in a te  on  June  30, 1998 and p rov ides it w ith  o n e  y e a r  to  conclude  its 
affairs. W e reco m m en d  th a t th e  leg is la tu re  ex tend  the A B C  B o a rd ’s te rm in a tio n  date  un til 
June 30, 2002.

T he audit w as co n d u c ted  in  acco rdance  w ith  genera lly  a c c e p te d  governm en t aud iting  
standards. F ield  w o rk  p ro ced u res  u tilized  in the course  o f  d e v e lo p in g  the  findings and 
d iscussion  p resen ted  in th is rep o rt are ou tlined  in the O b jec tiv es , S co p e , and  M ethodo logy  
section. A ud it resu lts  m ay  be found in the R eport C o n c lu s io n s . F indings and 
R ecom m endations, and  A n a ly s is  o f  P ub lic  N eed  sections o f  the  rep o rt.

R andy S y fa e lk e r , C P A  
L egisla tive  A u d ito r
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O B J E C T IV E S . S C O P E . A N D  M E T H Q D Q L O G  V

I n  a c co rd an ce  w it h  T it le s  24 and 44 o f  the A la sk a  Statutes (sunset le g is la t io n ) , w e  have  
re v iew e d  the ac t iv i t ie s  o f  the A lc o h o l i c  B eve rag e  C o n t r o l  B oa rd  ( A B C  B oa rd  o r the 
board) to d e te rm in e  i f  there is a demonstra ted  p u b l i c  need  for its c o n t in u e d  ex is ten ce  and  i f  
it has b een  ope ra t in g  in  an e f f ic ie n t  and e f fe c t iv e  m anne r .

As requ ire d  by  le g is la t iv e  intent , th is report sha l l be co ns id e red  d u r in g  the le g is la t iv e  
o v e rs ig h t  process in  d e te rm in in g  w he th e r  the A B C  Boa rd  s h o u ld  be rees tab l ished . T h e  law  
c u rre n t ly  spe c if ie s  that the board  w i l l  te rm ina te  o n  June 30, 1998. A t  that t im e , it w i l l  be 
g iv e n  o n e  yea r to c o n c lu d e  its affa irs un less its t e rm in a t io n  date is ex tended .

O b je c t iv e s

T h e  A B C  Board  was created to regu la te  the m anu fac tu re , sale, barter, and possess ion o f  
a l c o h o l i c  beverages in  o rde r to protect the p u b l i c  hea lth , safety, and  w e lfa re  o f  c i t iz e n s  in  
the State. T o  th is end , o u r  p r im a ry  o b je c t iv e  in  th is aud it  w as  to d e te rm in e  w he th e r  there is 
a p u b l i c  need  for the board and i f  it shou ld  c o n t in u e  to ex ist .

T h e  seconda ry  o b je c t iv e  was to r e v iew  the b o a rd ’s m a jo r  fu n c t io n s  o f  l ic e n s in g ,  
in spe c t io n s , and in ves t ig a t io n s  for e ffec t iveness in  m e e t in g  p u b l i c  n eed  and  for e f f ic ie n c y  
o f  ope ra t io n .

O u r  report co n c lu s io n s ,  f in d in g s  and  re com m enda t io n s ,  and  ana lys is  o f  p u b l i c  need  h a v e  
been s um m a r iz e d  in  the appropr ia te  sect ions o f  this report.

S cope

W e  r e v iew e d  A B C  Board  a c t iv i ty  that occu rred  subsequen t to the last sunset aud it  w h ic h  
was p e r fo rm ed  in  1993. T h e  a c t iv i ty  was eva lua ted  to d e te rm in e  w h e th e r  or no t it has been 
in  the p u b l i c  interest. W e  a lso r e v iew e d  the p ro ceed ing s  o f  the board  to ensure that it 
c om p l ie s  w it h  A la sk a  Statutes and regu la t io ns .

M e th o d o lo g y

W e  r e v iew e d  and eva lua ted  the f o l lo w in g  d u r in g  the course o f  ou r e x am in a t io n :

• T i t l e  4 and other a p p l i c a b le  A la sk a  Statutes.

• T i t l e  15, C hap te r  104 o f  the A la sk a  A dm in is t r a t iv e  C o d e .

• A B C  Boa rd  l ic e n s in g  f i les .
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•  A B C  B oard  reading files.

• A B C  B o a rd  ope ra t in g  budgets .

• Q u e s t io n n a ir e s  sent out by us to m u n ic ip a l i t ie s ,  la w  en fo rcem en t  agenc ie s , and 
l icensees .

In  a d d i t io n ,  w e  a ttended a board m ee t in g  v ia  te le co n fe re n c e  and  l is tened  to tapes o f  board  
m ee t in gs . W e  in t e r v iew e d  A B C  Board  staff and  the e x e c u t iv e  d ire c to r o f  the C aba re t , 
H o te l ,  R es taurant , and  Re ta i le rs  A ssoc ia t io n . W e  a lso  con ta c ted  the state om b u d sm a n ,  the 
A tto rney  G e n e r a l ’s o f f ic e , the D iv i s i o n  o f  E q u a l  E m p lo y m e n t  O p p o r tu n it y ,  and  the 
H u m a n  R ig h t s  C om m is s io n .

ALASKA STATE LEGISLATURE
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O R G A N I Z A T I O N  A N D  F U N C T I O M

T h e  A l c o h o l i c  B e v e rag e  C o n t r o l  Board  ( A B C  B oa rd  o r  the board) was es tab l ished  in  1959 
by  T i t l e  4 o f  the A la sk a  Statutes as a quas i- ju d ic ia l a g ency . F o r  a dm in is t r a t iv e  purposes 
the A B C  B oa rd  is ass igned to the D epa rtm en t o f  R e v e n u e .  T h e  purpose o f  the board  is to 
regu la te the m anu fac tu re , barter, possess ion , and sa le  o f  a l c o h o l i c  beverages in  the State. 
C o n t r o l  is e x e rc is ed  th rough board r e v iew  and co n s id e ra t io n  o f  l iq u o r  l ic e n s e  a p p l ic a t io n s  
for o r ig in a l  issuance , re new a l ,  and transfer, and a lso  th rough  re vo ca t io n  and suspens io n  o f  
l icenses . T h e  b o a rd ’s invest igators a lso issue c i ta t io n s  for T i t l e  4 v io la t io n s .  I n  a d d i t io n ,  
the board has the p ow e r  to p ropose and adop t re g u la t io n s  and  to hear appea ls c o n c e r n in g  
act ions  o f  A B C  B oa rd  personne l.

T h e  board  is c om po s e d  o f  f iv e  m embers  a ppo in ted  
b y  the g o v e r n o r  and  c o n f irm ed  by the leg is la tu re . 
T r a d i t io n a l ly ,  a ppo in te d  m embers  represent a l l 
g e o g ra p h ic  areas o f  the State. T w o  o f  the m em bers  
are requ ired  b y  statute to be representat ives o f  the 
a lc o h o l i c  b e ve rag e  industry  w h i l e  the o ther three 
are p u b l i c  m em be rs . Board  m embers  are appo in te d  
for o v e r la p p in g  three-year terms. A  d irec to r , 
a ppo in te d  b y  the g o ve rno r , serves as the e x e cu t iv e  
o f f ic e r  and  is re spons ib le  for e n fo rc in g  T i t l e  4 and 
regu la t io n s  adop ted  by  the board.

T i t l e  4 sp e c if ie s  the type o f  l icenses , l ic e n s in g  
fees, and the a c t iv i t ie s  a l lo w e d  under each c lass o f  
l ic e n se  issued  b y  the board . T i t l e  4 a lso estab l ishes 
procedures fo r the issuance o f  n ew  and re new a l 
l icenses .

Alcoholic Beverage Control Board Members

Bob Klien, Chairman 
Anchorage, Industry Member 
Term expires January 31, 2000

Joe Thomas
Juneau, Industry Member 
Term expires January 31, 1999

Bert Cottle
Valdez, Public Member 
Term expires January 31, 1998

Ellen Ganley
Fairbanks, Public Member 
Term expires January 31, 1999

Vacant since January 31, 1997 
Public Member Seat

A B C  B o a rd  em p lo y e e s  are charged  w ith  en su r ing
c o m p l ia n c e  w i t h  a l c o h o l i c  beverage statutes by  o v e r  1.800 l icensees . Em p lo y e e s  p ro v id e  
three f u n c t io n s  that in c lu d e  adm in is t ra t io n , l i c e n s in g ,  and  en fo rcem en t . T h e s e  serv ice s  are 
b r ie f ly  d es c r ib ed  b e low .

A d m in is t r a t io n : T h e  A B C  Board  d irec to r has a w id e  va r ie ty  o f  a dm in is t ra t iv e  du t ies  w h ic h  
p ro v id e  suppo r t  for the board . R e sp o n s ib i l i t ie s  in c lu d e  o v e rs ig h t  o f  staff, p repara t ion  o f  
budge t d o cum en ts ,  and d ire c t io n  o f  spe c ia l e n fo rc em en t  in ves t ig a t io ns  and  p u b l i c  
h ear ings . T h e  d ire c to r  and a secretary com p r is e  the a dm in is t r a t iv e  staff.

L i c e n s in g : T h e  three-member l ic e n s in g  staff is re spon s ib le  for p rocess ing  l ic e n s e  
a p p l ic a t io n s ,  m a in t a in in g  l ic e n s in g  records and  f i les , c o l le c t in g  l ic e n s in g  fees, and 
a n sw e r in g  l i c e n s in g  quest ions asked by the p u b l ic .

E n fo r c em e n t : T h e  A B C  Board  cu rren t ly  has four invest iga tors . T h r e e  arc based in 
A n ch o ra g e , a nd  one  in  Fa irbanks . In ves t ig a to rs  p e r fo rm  va r io us  dut ies  that in c lu d e
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i n s p e c t in g  l ic e n s e d  p rem ises , in v e s t ig a t in g  com p la in ts  o f  suspected l i c e n s in g  v io la t io n s ,  
and  r e s p o n d in g  to ques t io ns  f r om  l ic e nsees  and the p u b l ic .  In ve s t ig a to rs  a lso m o n i t o r  
serve r t r a in in g  courses, a nd  p e r fo rm  ba ck g ro u nd  checks on  app l ic a n ts . O n  o c c a s io n ,  they 
a lso  g i v e  lectures re la t ing  to a l c o h o l i c  b everage  con tro l law s  and  re gu la t io n s  o n  b e h a l f  o f  
the board .

T h e  A B C  B o a rd  o f f ic e  is lo ca ted  in  A n ch o ra g e . In  F Y  97, the board  h ad  an o p e ra t in g  
budge t  o f  $642,500 for its a c t iv i t ie s  and the n in e  staff pos it ions .

ALASKA STATE LEGISLATURE
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P E P O R T  C O N C L U S I O N S

In  o u r  o p in io n ,  the A lc o h o l i c  B e v e rag e  C o n t r o l  B oa rd  ( A B C  B oa rd  o r  the board) is 
o p e ra t in g  in  an e f f ic ie n t  and  e f fe c t iv e  m anne r  and shou ld  c o n t in u e  to regu la te  the 
m anu fa c tu re , sale, barter, and possess ion o f  a lc o h o l i c  beverages in  A la s k a  in  o rde r to 
pro tec t the p u b l i c ’s hea lth , safety, and  w e lfa re . T h e  board has p ro v id e d  p ro te c t io n  th ro ug h  
the issuance , renew a l, r e vo c a t io n ,  a nd  suspens ion o f  l icenses . P ro tec t ion  has a lso  b een  
p r o v id e d  th rough  a c t iv e  in v e s t ig a t io n  o f  suspected l ic e n s in g  v io la t io n s  and  e n fo r c em en t  o f  
the S ta te ’s a l c o h o l i c  beverage co n tro l law s  and regu la t ions .

A s  in d ic a te d  in  the A n a ly s is  o f  P u b l i c  N e e d  sect ion o f  th is report, in  o u r  o p in io n  the A B C  
B oa rd  has m e t the va r io us  statutory sunset cr iter ia . W i t h  the e x cep t io n s  no ted  in  the 
F in d in g s  and  R e c om m en d a t io n s  sec t ion  o f  th is report, w e  b e l ie v e  that the boa rd  is 
e f f e c t iv e ly  m ee t in g  its statutory re spons ib i l i t ie s .

W e  h a v e  r e v iew e d  the a c t iv i t ie s  o f  the A B C  Board  s ince  the last sunset r e v ie w  and , in  o u r  
v ie w ,  it is ope ra t in g  in  the p u b l i c  interest. W e  re c om m en d  that A la s k a  
S tatute 44.66.010(a)(1) be am end ed  to ex tend  the l ife  o f  the A B C  Board  to June 30, 20u2.

Status o f  P r io r  A u d i t  R e c om m e n d a t io n s

T h e  p r e v io u s  sunset aud it , dated D e c em b e r  3, 1993, made tw o  re com m en d a t io n s  to the 
D ep a r tm en t  o f  R e v e n u e  and the A B C  Board . O n ly  one  o f  these r e c om m en d a t io n s  is o f  
c o n t in u in g  s ig n if ic a n ce .  In  response to that re com m enda t io n , the board  has im p lem e n t e d  
a d d i t io n a l con tro ls  to ensure that the l iq u o r  l icense  fee shar ing p rog ram  c o m p l ie s  w i t h  
A S  04.11.610. C u rren t  R e c o m m e n d a t io n  N o . 2 addresses the r em a in in g  p ro b lem s  in  this 
area.
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

R e com m e n d a t io n  N o .  1

T h e  A l c o h o l i c  B e v e rag e  C o n t r o l  Board  ( A B C  Board  o r the board) sh ou ld  take steps to 
ensure that o b je c t io n s  f rom  affected n e ig hb o rhood s  are cons id e red  p r io r  to the issuance . 
transfer, or r e n ew a l o f  a l i c e n s e .

T h e  board co ns id e rs  tw o  types o f  protests w h e n  d e te rm in in g  w he th e r  to issue, re n ew , or 
a l lo w  the transfer o f  a l ic e nse , those from  in d iv id u a l  c it iz ens  and those f rom  lo c a l  
g o v e rn in g  b od ie s . T h e  first type o f  protest is a l lo w e d  unde r  A S  04.11.470, as fo l low s :

A  p e rso n  m a y  o b jec t to an app lica tion  f o r  issuance, renew al, tra n s fer  o f  
loca tion , o r  tra n s fe r  to a n o th er  p erso n  o f  a  license, o r  f o r  issuance  o f  a 
perm it, by  se rv in g  upon the a pp lican t a n d  the b o a rd  the  reason f o r  the  
objection .

T h e  board  m a y  d e c id e  to h o ld  a p u b l i c  m ee t in g  to hear tes t im ony  o n  the l ic e n s e  in  
ques t io n  based u p o n  the o b je c t io n ,  but regard less o f  w he the r  a p u b l ic  h e a r in g  is h e ld ,  the 
board is requ ired  to c o n s id e r  the ob je c t io n s  it has r e ce iv e d  w hen  d e c id in g  w he th e r  to g rant 
l icensu re .

T h e  second  tyoe  o f  protest is a l lo w e d  unde r A S  04.11.480, as fo l low s :

A  lo ca l g overn ing  b o d y  m ay p ro te s t the issuance, renew al, relocation , o r  
tra n s fe r  to a n o th er  person  o f  a  license  by  send ing  the b o a rd  a n d  the  
a p p lic a n t a p ro te s t  a n d  the reasons f o r  the p ro te s t w ithin 6 0  days o f  rece ip t  
f r o m  the b o a rd  o f  n o tice  o f  the  app lica tion . . . .  I f  an  app lica tion  o r  
c o n tin u e d  o p era tio n  is pro tested , the b o a rd  sh a ll deny the app lica tion  o r  
c o n tin u e d  o p era tio n  un less the boa rd  f in d s  that the p ro te s t is arb itrary, 
capric ious, a n d  u n rea so n a b le .[Em pha s is  added]

I f  there is a l ic e n s e  a v a i la b le ,  and the p rem ise  b e in g  cons id e red  meets l i c e n s in g  
requ iremen ts , the board  g e n e ra l ly  o n ly  d en ie s  l ic e n su re  on  the basis o f  a c r im in a l  
b ackg round  o f  the a p p l ic a n t ,  o r  a protest from  the lo ca l g o ve rn in g  b o d y . D u r in g  ou r  
re v iew  w e  no ted  severa l ins tances w hen  l icenses w e re  issued or transferred desp ite  ardent 
o b je c t io n s  f rom  co n ce rn e d  c i t iz e n s  o r res idents o f  the affected ne ig hb o rhood . In  o n ly  rare 
instances d id  the board  d e n y  l ice nsu re  based on  c i t iz e n  ob jec t ions .

T he re  appears to be a la ck  o f  c om m u n ic a t io n  b e tw een  the board and most m u n ic ip a l i t ie s .  
T h e  board expects lo c a l g o v e r n in g  bod ies  to c o n s id e r  n e ig hb o rhood  o b je c t io n s  rega rd ing  
the issuance , transfer, o r  re n ew a l o f  a l ic e n se  w h e n  d e c id in g  w he the r  to f i le  a protest o f  
l icensu re . W e  understand  that the board cons ide rs  d e n ia l  o f  a l ic e nse  based s o le ly  o n  
n e ig h b o rh o o d  o b je c t io n s  to be tan tamount to o v e r r id in g  the lo ca l g o v e rn in g  b o d y ’s 
w ishes . H o w e v e r ,  o n ly  o n e  o f  the th irty m u n ic ip a l i t ie s  re spond ing  to ou r su rvey  in d ic a te d
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that n e ig h b o r h o o d  o b je c t io n s  w e re  co ns id e red  w he n  d e c id in g  w h e th e r  to f i l e  a protest. 
M o s t  in d ic a te d  that protests w ere  u su a l ly  based on  u n p a id  taxes. (See the S um m a r y  o f  
Q u es t io n na ir e s  S en t to M u n i c i p a l i t i e s  at A p p e n d ix  D , N o .  2.)

I f  n e ig hb o rhood  ob je c t io n s  are o f  p r im a ry  concern to ne ither the board  no r the loca l 
g o v e rn in g  body , then the board  m ay  be is s u in g  som e l icenses  w it h o u t  p rope r  co n s id e ra t io n  
o f  those ob je c t io n s . T h e r e  s h o u ld  be a c le a r  unde rs tand ing  b e tw e en  the board  and  lo ca l 
g o v e rn in g  bod ies  rega rd ing  w h o  is re spons ib le  fo r c o n s id e r in g  o b je c t io n s  f rom  co n ce rn ed  
c i t iz e n s  rega rd ing  l ic e n su re . T h a t  unde rs tand in g  shou ld  a lso be m ad e  k n o w n  to m em be rs  
o f  the p u b l i c  w h o  m ay  w is h  to express conce rns  rega rd ing  the is suance , re n ew a l ,  o r 
transfer o f  a l icense .

R e c om m e n d a t io n  N o . 2

T h e  board sh o u ld  r e v ie w  the l iq u o r  l ic e n s e  fee shar ing  p rog ram  to ensu re  these funds are 
p rope r ly  u sed .

A la sk a  Statute 04.11.610, R efund  to m unicipalities , states:

(a) B iennial license fees, excluding annual wholesale license fees, 
collected  within a m unicipa lity  shall be refunded sem i-annually  to the 
m unicipality.

(b) I f  the officers o f  a m unicipality’ fa i l  to actively en force local 
ordinances, law s o f  the U nited Sta tes and  the State, and  the regulations  
relating to the m anufacture and  sale o f  alcoholic beverages in the State, the 
com m issioner o f  revenue m ay deny the refund provided  fo r  under (a) o f  this 
section until the board  fin d s  the enforcem ent o f  the ordinances, laws, and  
regulations is resumed.

(c) The D epartm ent o f  Revenue shall recover any am ounts erroneously  
refunded under (a) o f  this section.

Senate Journa l S u p p lem e n t  N o .  23, dated A p r i l  1, 1980, a c c om p a n ie d  the b i l l  u nde r  w h ic h  
this statute was adopted . I t  c o n ta in e d  a sec t ion  ana lys is  o f  the p roposed  rew r it ten  statute. 
It stated that the pu rpose  o f  the re funds was

. . .  to provide an incentive to m unicipalities to actively enforce liquor laws, 
and  the authority to grant, deny and  recover refunds o f  license fe e s  is 
intended to fu r th e r  tha t purpose.

ALASKA STATE LEGISLATURE
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N o standards established fo r  the use o f  the liq u o r license fee refunds

T h e  pu rpose  o f  l iq u o r  l ic e n se  fee re funds to m u n ic ip a l i t i e s  is to p r o v id e  an in c e n t iv e  for 
them  to a c t iv e ly  en fo rce  o rd in an ces , law s , and  regu la t io ns  re la t ing  to the m anu fa c tu re  and 
sale o f  a lc o h o l i c  beverages. H ow e v e r ,  the board has no m e c h a n ism  in  p la c e  to d e te rm in e  i f  
the re funds are used for such  en fo rcem en t .

T h e  results o f  o u r  surveys d u r in g  this r e v iew ,  and those in  o u r  1993 sunset r e v ie w ,  s h ow ed  
that m os t o f  the re funds are d epos ited  in to  genera l fund  accoun ts  and  used as a source o f  
f u n d in g  fo r a l l  m u n ic ip a l  opera t ions . O n ly  three o f  the 30 m u n ic ip a l  respondents  to ou r 
cu rrent su rvey  ind ica ted  that the re funds w e re  used to fund  law  e n fo r c em en t  a c t iv i t ie s . 
(See the S um m a r y  o f  Q u es t io n na ire s  Sent to M u n ic ip a l i t ie s  at A p p e n d ix  D ,  N o .  7.) T h e  
board  does not cu rren t ly  requ ire  a ny  d o cum en ta t io n  in d ic a t in g  h o w  the re funds  are used by  
the re c ip ie n ts .

W e  b e l ie v e  m u n ic ip a l i t i e s  s h o u ld  be requ ired  to sh ow  that they are f u n d in g  en fo rcem en t  
ac t iv i t ie s  at greater than o r eq ua l to the re fund  am oun t . T h e  cu rren t boa rd  d ire c to r has 
ind ica ted  that he in tends to in t rodu ce  regu la t ions  at the next board  m e e t in g  that w o u ld  
requ ire  su ch  e v id e n ce .

D u r in g  o u r  p r io r  aud it , w e  took e x c e p t io n  to the boa rd ’s p rac t ice  o f  r e fu n d in g  l ic e n s e  fees 
to m u n ic ip a l i t ie s  w hose  o n ly  lo c a l  e n fo rcem en t  o f  l iq u o r  law s  was p r o v id e d  b y  V i l l a g e  
P u b l ic  Safe ty O f f ic e rs  (V P SO )  and/or State Troopers . It was , and s t i l l  is, o u r  co n ten t io n  
that because these en fo rcem en t agenc ie s  are state fu n d e d ,1 the ir  p resence  in  the c o m m u n it y  
does not cons t itu te  lo ca l e n fo rc em en t  o f  l iq u o r  laws.

As a resu lt o f  o u r  p r io r  aud it , the b oa rd ’s staff in q u ire d  as to h o w  fee sha r in g  funds w ere  
b e in g  spent b y  c om m un it ie s .  S ub sequ en t ly ,  four c om m u n it ie s  w e re  d ropp ed  f rom  the 
program . H ow e v e r ,  the board  s t i l l  h o ld s  that in  som e instances the p resence  o f  a V P S O  in  
a c o m m u n i t y  is s u f f ic ie n t  to q u a l i f y  a c o m m u n it y  for fee shar ing . It is s t i l l  re fu nd in g  
l ic e nse  fees to fou r c om m u n it ie s  that h a ve  o n ly  V P S O  en fo rcem en t . A s  stated abo ve , w e  
d isagree w it h  this assessment. H ow e v e r ,  the issue w i l l  be a m oo t  p o in t  i f  the board 
im p lem en ts  regu la tory  changes re q u ir in g  m u n ic ip a l i t ie s  to p r o v id e  e v id e n c e  that they are 
f u n d in g  en fo rc em en t  a c t iv it ie s  at a le v e l  at least as great as that o f  the re funds they re ce iv e .

1 In the case o f VPSOs, nonprofit Regional Corporations may contribute to the program as well. Further, per 
13 A AC 96.040, the village where the VPSO serves is only required to provide office space, a telephone with 
long distance service, and a place to temporarily hold individuals under arrest, therefore, these contributions may 
not constitute an adequate contribution to the program.

-9-
ALASKA STATE LEGISIATURE DIVISION OF LEGISLATIVE AUDIT



T h e  A l c o h o l i c  B e v e ra g e  C o n t r o l  Board  shou ld  take measures to ensure that l ic e n s e  fees 
re fu nd ed  to m u n ic ip a l i t i e s  as part o f  the revenue share p rog ram  are co rre c t .

T h e  l iq u o r  l ic e n s e  fee shar ing  p rogram  lacks s u f f ic ie n t  co n tro ls  to ensure that the co rrec t 
am oun ts  o f  l iq u o r  l ic e n s e  fees are re funded  to e l i g i b l e  m u n ic ip a l i t i e s .  A B C  Boa rd  
p e rsonne l m a in t a in  the data base used to d e te rm in e  the am ou n t  o f  l ic e n s e  fees to be 
re funded . T w i c e  a yea r a l ic e n s e  fee revenue report is sent ro  .’he D ep a r tm en t  o f  R e v e n u e ’s 
In c o m e  and  E x c is e  ( I& E )  A u d i t  d iv is io n .  I& E  issues re funds based on  th is report.

A B C  B oa rd  em p lo y e e s  r e co n c i le  payments m ade  by  I& E  to the am o u n t  that the board  
requested th em  to make . B oa rd  em p lo yees  a lso r e v ie w  the l ic e n s e  fee re ve nue  reports to 
ensure that re funds  are requested for o n ly  e l ig ib l e  m u n ic ip a l i t i e s .  H o w e v e r ,  no r e v ie w  is 
co n d u c te d  to ensure  that the am oun t o f  re fund requested fo r each  m u n ic ip a l i t y  is accurate . 
W h e n  errors are m ad e  in  the am oun t or d es t in a t io n  o f  the re funds , they m ay  no t be 
id e n t if ie d  in  a t im e ly  m anne r , i f  ever.

F o r  e x am p le ,  d u r in g  ou r  re v iew , w e d is cove red  errors in  l ic e n s e  fee re venue  reports 
subm it te d  to I& E  in  bo th  F Y  96 and F Y  97. N o n e  o f  the errors w e  found  had  been 
detected b y  the b o a rd ’s co n t ro l systems. In  F Y  96, w e  fo u n d  tw o  errors. In  one  in s tance , 
$1,500 that s h o u ld  h a v e  been sent to S e ld o v ia  was sent to S ew a rd . In  the second ins tance , 
l ic e n se  fees c o l le c t e d  for the c ity  o f  S o ldo tna  w ere  no t to ta led co rre c t ly ,  re su lt ing  in  an 
u n d e rp a ym en t  o f  $11,680.

In  F Y  97, m u n ic ip a l i t i e s  w ere  o ve rpa id  a total o f  $107,700. T h is  o ccu rred  because both 
the l ic e n s e  fee r e ve n u e  reports for the year in c lu d e d  l ic e n s e  fees c o l le c te d  in  D e c em b e r .  
T he re fo re , m u n ic ip a l i t i e s  w ere  pa id  tw ice  for D e c em b e r  c o l le c t io n s .

C o n t ro ls  s h o u ld  be put in  p la ce  to ensure the a ccu racy  o f  the l ic e n s e  fee re venue  re fu nd  
reports.

R ecom m endation  N o. 3
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A N A L Y S I S  O F  P U B L I C  N E E D

T h e  f o l l o w i n g  ana lyses o f  the A lc o h o l i c  B ev e rag e  C o n t r o l  B o a rd ’s ( A B C  Board  o r  the 
board) a c t iv i t ie s  re la te to the p u b l ic  need factors d e f in e d  in  the “sunset” law , A la sk a  
Statute 44.66.050. T h e s e  ana lyses are no t in te n d ed  to be c om p re h e n s iv e ,  but address those 
areas w e  w e re  a b le  to c o v e r  w i t h in  the scope o f  o u r  r e v iew .

The exten t to w hich the board, commission, o r  program  has operated in the pub lic  
interest.

W e  fo u n d  the 1 oard operates in  the p u b l ic  interest and  protects the p u b l i c ’s hea lth , safety 
and  w e lfa re . I t  l im i t s  the n um b e r  o f  l icenses a u tho r iz ed  and r e v iew s  l ic e n se  a p p l ic a t io n s  to 
ensure  that l ic e n s e d  p rem ises c o m p ly  w it h  hea lth  and  safety codes and that they  are 
loca ted  in  p r o p e r ly  z o ned  areas. W it h  the a p p l i c a n t ’s a p p ro va l ,  they  co nd u c t  b a ckg rou nd  
check s  to en su re  that l icenses are not granted to i n d iv id u a ls  w it h  s ig n if ic a n t  c r im in a l  
records. T h e  boa rd  p ro v id e s  l ic e nse  re gu la t io n  and  e n fo rcem en t , the in v e s t ig a t io n  o f  
c om p la in ts ,  and  w h e n  warranted it takes l i c e n s in g  a c t ions  such  as re vo ca t io n  or 
suspens io n . T h e  board  p ro v id es  cons is tent in te rp re ta t io n  and  a p p l ic a t io n  o f  a lc o h o l  la w  
s ta tew id e  fo r the p u b l ic ,  la w  en fo rcement , and l iq u o r  indus try .

In  a d d i t io n ,  A B C  Boa rd  em p lo yee s  m on ito r  the a lc o h o l  servers tra in in g  courses and  
answ er q u e s t io n s  f rom  m embers  o f  the p u b l ic ,  l icensees , l a w  en fo rcem en t  agenc ie s , and  
lo c a l g o v e r n in g  b od ie s  regard ing  a lc o h o l i c  beverage co n t ro l statutes and regu la t io ns .

The ex ten t to w hich the operation o f  the board, com m ission, o r  agency program  has been  
im peded o r  enhanced  by existing statutes, procedures, a nd  practices that it has c 'opted, 
and any o th er  m atter, including budgetary, resource, and  personnel matters.

W e  fo u n d  n o  statutes that w ere obso lete , vague , o r  u n d u ly  res tr ic t ive  excep t those re la t in g  
to the re fu n d  o f  l ic e n s e  fees to m u n ic ip a l i t ie s .  A s  stated in  R e c om m e n d a t io n  N o .  2, no  
standards h a v e  b e en  estab l ished for the use o f  the l iq u o r  l ic e n se  fees re funded  to 
m u n ic ip a l i t i e s ,  desp ite  the fact that the purpose o f  the re fund  p rog ram  is to p ro v id e  an 
in c e n t iv e  to m u n ic ip a l i t i e s  to a c t iv e ly  en fo rce  l iq u o r  law s . T h e  board  shou ld  r e v iew  the 
l iq u o r  l ic e n s e  fee sha r in g  p rog ram  to ensure that it c o m p l ie s  w it h  A la ska  Statutes and 
le g is la t iv e  in ten t .

T h e  cu rren t d ir e c to r  o f  the A B C  Board has h e ld  the p o s it io n  s in ce  January 1996. U n d e r  h is 
le ade rsh ip , the b o a rd ’s in v es t ig a t iv e  staff ha ve  w o rk ed  in  a m o re  h igh-pro f i le  m an n e r  than in  
the past. T h i s  is re f le c ted  in  the increase in  the n um b e r  o f  p rem is e  inspec t ions  co nd u c ted  in  
F Y  97 and  the la tter h a l f  o f  F Y  96. O n e  A n ch o ra g e  in v es t ig a to r  n o w  works fu l l  t im e  on  an 
e v e n in g  sh if t  v is i t i n g  l ic e nsed  estab l ishments . A  second  A n c h o ra g e  inves t iga to r works an 
e v e n in g  sh if t  a p p ro x im a te ly  h a l f  the t im e . W e  see the h e ig h te n ed  le v e l o f  v is i b i l i t y  as a 
p o s it iv e  step o n  the part o f  t h ; board.
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T h e  f o l l o w i n g  g raph shows the b o a rd ’s total budget , trave l budge t , s ta ff ing  le v e l ,  and  the 
n um b e r  o f  p rem is e  in sp e c t io n s  co nd u c ted  for each  o f  the last e ig h t  years. B udge ta ry  data 
was in f la t io n  ad justed to re f lec t 1997 d o l la r  v a lu e s .2 A l l  in f o rm a t io n  o n  the g raph  is 
p resen ted as a percentage o f  the F Y  97 leve ls . F o r  e x am p le ,  the b o a rd ’s F Y  91 trave l budge t 
was 174% o f  the F Y  97 trave l b udge t w h e n  both are reported in  1997 do l la rs .

FY 97 = 100%
Travel Budget S 27.400
Employees 9
Total Budset S 642.500
Premise
Inspections 821

T h e  b o a rd ’s trave l budget m ay  be som ewha t restr ic t ive . W h i l e  the o v e ra l l  n um b e r  o f  
p rem is e  in sp e c t io n s  has increased  d ram a t ic a l ly ,  the vast m a jo r i ty  w e re  d o n e  in  u rban  areas 
such as A n c h o ra g e  and Fa irbanks . D u r in g  F Y  97, no  p rem ise  in s p e c t io n s  w ere  co n d u c te d  in  
67% o f  the c o m m u n it ie s  w e  c la ss if ied  as rural or remote for the purposes o f  o u r  ana ly s is . B y  
contrast, o n ly  25% o f  those c o m m u n it ie s  w e  c lass if ied  as u rban had  few e r  than 50% o f  the ir  
l ic e n se d  p rem ises  inspec ted  d u r in g  the same year. It is cos t ly  to send in ves t ig a to rs  to remote 
lo ca t io ns , bu t the benef its o f  c o n d u c t in g  in spec t ion s  in  these areas, a lo n g  w it h  the b ene f i t  o f  
a h e ig h te n ed  A B C  en fo rcem en t  presence , m ay  m ake it w o r th  the in v e s tm en t .  T h is  is c le a r ly  
a matter that mer its the co n s id e ra t io n  o f  the board and the leg is la tu re .

T h e  D iv i s i o n  o f  L e g is la t iv e  A u d i t  sent ou t ques t ionna ires  to m u n ic ip a l i t i e s ,  law  en fo rcem en t  
agenc ie s , and l icensees . T h e  ques t io nna ires  co ve red  a n um b e r  o f  issues. (See the 
Q u e s t io n n a ir e  S um m a r ie s  in  A p p e n d ic e s  D , E ,  and F.) M a n y  o f  the law  en fo rcem en t  
respondents in d ic a te d  the des ire  fo r m o re  A B C  en fo rcem en t staff w i t h  c om m en ts  such  as:

In crea se  en fo rcem en t personnel.

T hey  n e e d  m ore  positions, f a l l  p o lice  pow er, a n d  the a b ility  to  trave l a n d  train  
lo ca l p o lic e  d ep a rtm en ts  on T itle 4  as changes occur.

2 Intlation adjustments are based on U. S. Department of Labor. Anchorage Consumer Price Index for all Urban 
Consumers.
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I n c r e a s in g  the le v e l  o f  A B C  en fo rcem en t  is a p o l i c y  issue. C en t ra l to that issue is the degree 
to w h i c h  v a r io u s  law  en fo rcem en t costs s h o u ld  be pa id  by  the State and w h ic h  costs shou ld  
be p a id  b y  lo c a l  la w  en fo rcem en t agenc ies . I f  the State is to take the en fo rcem en t  lead , it 
m us t then  d e te rm in e  h o w  m u ch  p o l i c e  p ow e r  to g iv e  to the board . T h is  issue is d iscussed  in  
the A u d i t o r ’s C om m e n t s  sect ion .

The ex ten t to which the board, commission, or agency has recom m ended sta tutory  
changes tha t are generally o f  benefit to the pub lic  interest.

S e v e ra l  statutory changes p e r ta in in g  to the l iq u o r  industry  h a v e  been  im p lem e n te d  or 
p roposed  d u r in g  ou r  aud it pe r iod . W e  f in d  these changes , w h ic h  w ere  e ithe r p roposed  o r  
suppo rted  b y  the board , to g ene ra l ly  be o f  bene f it  to the p u b l ic .  T h e  most s ig n if ic a n t  
statutory ch ang es  that have been im p lem e n te d  or are cu rren t ly  b e in g  co ns id e red  can  be 
c a te g o r iz e d  in to  fou r groups: b rew pubs , expans io n  o f  w ha t const itu tes a T i t l e  4 v io la t io n ,  
in c lu s io n  o f  l im i t e d  l ia b i l i t y  com pan ie s , and increased en fo rcem en t  issues.

T h e  in c rea sed  popu la r ity  o f  “b r ew p u b ” es tab l ishm ents  across the co un t ry  and w i t h in  the 
State has led  to statutory changes . A  b rew pu b  is an es tab l is hm en t w h e re  beer is 
m an u fa c tu re d  and  served o n  the same prem ises . P r io r to 1988, A la sk a  statutes p re ven ted  the 
e s ta b l is hm en t  o f  a b rew pub  type bus iness because b rew ery  l icensees c o u ld  no t  h o ld  a 
b eve rag e  d ispensa ry  l icense . T h e  1988 leg is la t io n  created the b rew pu b  l ic e n s e  c la s s if ic a t io n ,  
but l im i t e d  the am oun t  o f  m a lt  beverage that c o u ld  be p rodu ced  in  a b rew p ub . O n ly  
b e v e rag e  d ispensa ry  l icensees were a l low e d  to ob ta in  a b rew pub  l icense .

D u r in g  the  ea r ly  1990’s severa l d is t i l le ry  o r brewery l icensees ob ta in ed  restaurant/eating 
p la c e  l ic e n s e s  in  order to serve the beer they b rew ed  in  th e ir  restaurants. T h u s ,  they 
c i r c um v e n t e d  the l im ita t io n s  im posed  on b rewpubs . R ecen t statutory changes , as w e l l  as 
som e  a d d i t io n a l  proposed changes put the va r io us  l icenses on  m ore  equa l foo t in g .

S om e  statutory changes ha ve  been im p lem en te d  to increase the le v e l  o f  a c c o u n ta b i l i t y  for 
persons o the r  than ju s t  the l icensees unde r T i t l e  4. A laska Statute 04.16.025 and 
A S  04.16.050 w e re  am ended  to make b e in g  present in  a bar after hours and underage 
possess ion  o f  a lc o h o l i c  beverages T i t l e  4 v io la t io n s .

A la s k a  S tatute 04.16.051 was passed to estab l ish a pena lty  for c r im in a l l y  n e g l ig e n t  se rv ing  
o f  a l c o h o l i c  beverages . Repeat offenders are g u i l t y  o f  a class C  fe lony . T h is  m eans  that a 
person w h o  repeated ly  serves a lc o h o l to underaged  persons m ay  be sentenced to up  to f iv e  
years in  p r is o n .

S ta tu tory  changes  in  the area o f  l im i t e d  l ia b i l i t y  com pan ie s  were d ire c ted  at e n su r in g  that 
these c o m p a n ie s  are he ld  to the sam e standards as other ent it ies w h ic h  h o ld  l iq u o r  l icenses . 
M o d i f i c a t i o n s  to statutes added l im i t e d  l ia b i l i t y  com pan ie s  to the l is t o f  those ent it ies  that 
re qu ire  w r it te n  A B C  Board consen t to re ce iv e  c o n t ro l l in g  interest in  a l iq u o r  l icense . A  n ew  
sec t ion  o f  statute has been proposed by the board to requ ire  a l im i t e d  l ia b i l i t y  c om p a n y  to
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c o n fo rm  to the requ irem en ts  p la ced  on co rpo ra t io n s  and  partnersh ips fo r re po r t in g  
substant ia l c h a ng es  in  ow n e r s h ip  to the board .

Proposed ch ang es  b e in g  co ns id e red  in  the areas o f  e n fo r c em en t  au tho r ity  are d is cussed  in  
the A u d i t o r ’s C om m e n t s  sec t ion  o f  th is report.

The extent to which the hoard, com mission, o r  agency has encouraged  interested persons  
to report to it concerning the effect o f  its regulations a n d  decisions on the effectiveness o f  
service, econom y o f  service, and  availability o f  service tha t it has provided.

As no ted  in  R e c o m m e n d a t io n  N o . 1, w e  ha v e  s om e  co n ce rn s  regard ing  the le v e l  o f  
c o n s id e ra t io n  the board  g iv e s  to ob je c t io n s  f rom  co n c e rn e d  c i t iz e n s  on  the is suance , 
re n ew a l ,  o r  transfer o f  a l icense .

H ow e v e r ,  p u b l i c  p a r t ic ip a t io n  is en cou raged  at ea ch  board  m e e t in g .  T i t l e  4 requ ires that the 
board  m ee t in  ea ch  o f  the four j u d i c i a l  d istr icts o f  the State at least o n ce  each year. T h e s e  
m ee t in gs  are adver t ised  in  lo ca l newspapers and are o p e n  to the p u b l ic .  T im e  for p u b l i c  
c om m en t  o n  ea ch  board m ee t in g  agenda  i tem  is a l lo w e d .

The exten t to which the board, com m ission, o r  agency has encouraged p ub lic  
partic ipation  in the m aking o f  its regulations and  decisions.

As  requ ired  b y  statute, w h e n  n ew  regu la t io ns  are b e in g  adop ted  no t ices are m a i le d  to a l l  
k n ow n  interested  parties . P u b l ic  hea r ings  are h e ld  in  a fu r the r  effort to re ce ive  p u b l i c  in p u t . 
A s  no fed  a b o ve ,  a l l  board  m ee t in gs  are no t ice d  and  o p e n  to the p u b l ic .  O u r  reserva t ions 
rega rd ing  the le v e l  o f  c o n s id e ra t io n  g iv e n  to o b je c t io n s  to the issuance , re new a l ,  o r transfer 
o f  a l ic e n s e  are d iscussed  in  R e c om m e n d a t io n  N o .  1.

The efficiency w ith which pub lic  inquiries o r  com plain ts regarding the activities o f  the  
board, com m ission, or agency f i le d  w ith it, with the departm ent to which a board  o r  
com m ission is adm inistratively assigned, o r  with the O ffice o f  the O mbudsm an have been  
processed  a nd  resolved.

T h e  O f f ic e  o f  the O m b u d sm a n  re ce ive d  ten c om p la in t s  abou t the board d u r in g  the p e r io d  
from  Ju ly  1, 1993 th rough  June 30, 1997. T h e  O m b u d sm a n  d e c l in e d  to pursue three o f  the 
cases: o n e  because  the c o m p la in a n t  refused to a l l o w  h is  id en t ity  to be d is c lo sed  to the 
agency , o n e  because  the a c t io n  in  ques t io n  took p la ce  o v e r  a year p r io r  to the c om p la in t ,  and 
o n e  because o f  a la ck  o f  e v id e n c e . T w o  c om p la in ts  w e re  a ttr ibu tab le  to a m is p e r c e p t io n  
about the b o a rd ’s fu n c t io n . T h r e e  cases in v o lv e d  u n re s p o n s iv e  o r rude agency  pe rsonne l ,  
and tw o  c om p la in t s  in v o lv e d  the board  is s u in g  l ic e nses  desp ite  p u b l i c  o b je c t io n . N o n e  o f  the 
c om p la in ts  appea r ser ious e n o u g h  to ra ise doubts abou t the a b i l i t y  o f  the board to fu n c t io n  in  
the best interest o f  the p u b l ic .  H ow e v e r ,  c om p la in ts  abou t the board is su ing  l icenses desp ite
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p u b l i c  o b je c t io n  le nd  c redence  to conce rns abou t the c o n s id e ra t io n  o f  lo ca l o b je c t io n s  to the 
issuance  o f  l icenses . See R e c om m e n d a t io n  N o .  1.

The extent to which a board or com m ission which regulates entry into an occupation o r
profession has presented  qualified  applicants to serve the public.

T h e  board  re v iew s  l iq u o r  l ic e n s e  app l ic a t io n s  to d e te rm in e  i f  the app l ican ts  meet ce r ta in  
statutory q u a l i f i c a t io n s .  I f  a  l ic e n s e  is a v a i la b le  and i f  the app l ic a n t  meets the 
requ irem en ts , the board issues the l icense . O u r  r e v ie w  o f  app licants' f i les  d is c lo sed  no  
v io la t io n s  o f  those requ irements . T h e  board m a y  a lso im po s e  f ines or m ay  suspend  o r  
re voke  l ic e nse s  or perm its  p r e v io u s ly  au tho r ized , i f  it f in ds  that it w o u ld  be in  the best 
interest o f  the p u b l ic .  T h e  act ions  taken by  the board  are s um m a r iz e d  b e low :

F Y  93 F Y  94 F Y  95 F Y  96 F Y  97 F Y  98* T o ta l
F in es 1 3 5 2 11
Suspens io ns 3 5 3 3 1 15
R e n ew a l D e n ia l 3 1 I 1 6
R ev o ca t io n 3 1 1 5
A c t io n s  P en d in g 5 5

To ta l 7 4 6 7 10 8 42
*FY 98 information covers July I. 1997 through the end of our fieldwork on Sept. 8, 1997.

These  statistics in d ic a te  that the board is s om ew ha t  a c t iv e  in  im p o s in g  d is c ip l in a r y  a c t io ns  
aga inst l icensees . H ow e v e r ,  the industry representat ion o n  the board m ay  lend  i ts e lf  to 
b ias, p a r t ic u la r ly  g iv e n  the sub je c t iv e  nature o f  m an y  o f  the d ec is io n s  to im po se  l ic e n s e  
sanct ions . W e  understand that the b oa rd ’s indus try  m em be rs  often cast votes fa vo rab le  to 
the l ic e nse e , w hereas p u b l i c  m embers  are more l ik e ly  to vo te  for stronger l i c e n s in g  a c t io n , 
or to d eny  l ic e n su re . O n e  o f  the boa rd ’s three p u b l i c  m em b e r  seats has been vacan t s in c e  
January 31, 1997, le a v in g  a two to tw o  sp l i t  b e tw een  p u b l ic  m embers  and indus try  
m embers . Perhaps the interests o f  the p u b l i c  w o u ld  be better served by am e n d in g  
A S  04.06.020 to increase the n um b e r  o f  p u b l i c  m em be rs  o r to decrease the indus try  
represen ta t ion  on  the board .

T h e  board  is requ ired  to lake l ic e n s in g  a c t io n  w h e n  it f inds certa in v io la t io n s  h a v e  
occu rred  on  l ic e n sed  prem ises , such as g am b l in g  o r pros t itu t ion . A s  part o f  ou r r e v ie w  in  
this area, w c  asked law  en fo rcem en t  agenc ies i f  they no t i fy  the boa rd ’s en fo rcem en t  staff 
w h en  arrests are m ade on  l ic e nsed  prem ises . F ou r te en  o f  the 31 respondents in d ic a te d  that 
they rare ly  o r  ne ve r  shared this in fo rm a t io n  w it h  the en fo rcem en t staff. T h i s  ra ises 
conce rns  rega rd ing  the a b i l i t y  o f  the board to m ake in fo rm ed  d ec is io n s  w hen  c o n s id e r in g  
w he the r  l ic e n s e  act ions  are necessary. W e  d iscuss this issue further in  the A u d i t o r ’s 
C om m e n t s  sec t ion  o f  this report.
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The exten t to which state perso n n el practices, including affirm ative action  requirem ents, 
have been com plied  w ith by the board, com m ission, o r  agency to its ow n activ ities and  
the area o f  activity o r  interest.

W e  fo u n d  n o  e v id e n c e  o f  h i r i n g  p rac t ices  o r  board  appo in tm en ts  that w e re  con tra ry  to state 
p e rsonne l pract ices . N o  c om p la in t s  h a v e  b een  f i led  w it h  e ithe r the D iv i s i o n  o f  E q u a l  
E m p lo y m e n t  O p p o r tu n it y  o r the H u m a n  R ig h t s  C o m m is s io n .

The exten t to which statutory, regulatory, budgeting, o r  other changes are necessary to 
enable the agency, board, or com m ission  to be tter  serve the interests o f  the p u b lic  a nd  to 
com ply w ith  the fa c to rs  enum era ted  in this subsection.

P lease re fe r to the F in d in g s  and  R e c o m m e n d a t io n s  and A u d i t o r ’s C om m e n t s  sec t ion s  o f  
th is report.
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A T J P r T O R ’ S  C O M M E N T S

T h ro u g h  the aud it process w e  b e cam e  f am i l ia r  w it h  the var ious aspects o f  the A lc o h o l i c  
B everage C on t ro l  B oa rd ’s ( A B C  B oa rd  or the board) operat ions. T h e  A u d i t o r ’s C om m e n t s  
sect ion o f  this report is based on  o u r  genera l observat ions . T h e  purpose o f  th is  sec t ion  is to 
b r ing  certa in p o l ic y  matters to the attent ion o f  the leg is la ture and to en cou rage  p u b l i c  debate .

T h e  b oa rd ’s purpose is descr ibed  in  A S  04.06.090, as fo l lows: “The b o a rd  sh a ll co n tro l the  
m anufacture, barter, possession, a n d  sa le  o f  a lcoho lic  beverages in the  s ta te .” T h e  board  
f u l f i l ls  its re spons ib i l i ty  by l i c e n s in g  es tab l ishm en ts  to manu fac tu re , d is t r ib u te , o r  se l l 
a lc o h o l i c  beverages to the p u b l i c  and  b y  e n fo r c in g  the a lc o h o l  c o n t ro l  la w s  c o n ta in e d  in  
T i t l e  4 and in  the u n d e r ly in g  re gu la t io n s .

A B C  invest iga tes i l le g a l  g am b l in g  and  p ros t itu t io n

T h e  A B C  Board  staff ha ve  co n d u c te d  g a m b l in g  inves t ig a t ions , in  c o o p e ra t io n  w it h  the 
A la sk a  State T roopers  (AST) , D i v i s i o n  o f  C h a r i t a b le  G a m in g  pe rsonne l , lo c a l  p o l i c e ,  and 
d is tr ic t attorneys. T h e  board b e l ie v e s  that there is a strong c o n n e c t io n  b e tw e en  g a m b l in g ,  
p ros t itu t ion , and a lc o h o l sales, that lo c a l  p o l i c e  o ften do  not in ves t ig a te  these c r im e s , a nd  
that the cu rrent A B C  inves t iga to rs  are som e  o f  the most k n ow le d g e a b le  e n fo r c em en t  
pe rsonne l in  the State on  these issues. F o r  these reasons, the board  has a l lo w e d  its staff to 
inves t ig a te  these cr im es on  l ic e n s e d  prem ises .

U n d e r  A S  04.06.110, the exerc ise  o f  peace o f f ic e r  powers , such as in v e s t ig a t in g  g a m b l i n g  
and pros t itu t ion , must be a pp ro ved  b y  the c om m is s io n e r  o f  the D e p a r tm e n t  o f  P u b l i c  
Safety (DPS). T h e  c om m is s io n e r  has g ranted  these powers  to A B C  inves t ig a to rs .

W e  a c k n ow le d g e  the boa rd ’s c o n c e rn  in  th is area and suspect that it m a y  be ju s t i f i e d .  W e  
a lso understand that the cu rrent A B C  inves t iga to rs  are a l l  ex-po l ice o f f ic e rs  and  w o u ld  
very m u c h  l ik e  to address o ther c r im e s  they see. H ow e v e r ,  w e  must p o in t  o u t  that such 
in v es t ig a t io n s  are contrary to cu rren t law . T h e  v e ry  statute that a l lo w s  th is d e le g a t io n  o f  
peace o f f ic e r  powers a lso s t ipu la tes that

[p lo w e rs  g ra n ted  by  the b o a rd  u n d er  th is section  m a y  be ex erc ise d  o n ly  w hen  
necessary  f o r  the en fo rcem en t o f  c r im in a lly  pu n ish a b le  p ro v is io n s  o f  th is  title, 
regu la tions o f  the board, o r  o th e r  c r im in a lly  pun ishab le  law s a n d  re g u la tio n s  
govern ing  the m anu fac ture , barter, sale, consum ption , a n d  p o ssess io n  o f  
a lcoho lic  beverages in the  sta le . [Em phas is  added]

G a m b l i n g  and prost itu t ion are no t regu la ted  u nd e r  T i t l e  4; the board ca n no t  c o n d u c t  these 
c r im in a l  in vest iga t ions .

T h e  b o a rd ’s re spons ib i l i ty  in  th is  area str ic t ly  re lates to the l i c e n s in g  aspects. A la sk a  
Statute 04.11.370(a)(8) requ ires that a l ic e n s e  o r pe rm it  be suspended o r  re vok ed  i f  the
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board f in ds  that i l l e g a l  g a m b l i n g  has occurred  on  the prem ises . I n  a d d i t io n ,  subsec t ion  
(a)(7) o f  th is statute requ ires  suspens ion  o r re vo ca t io n  i f  the board f inds

. . . u se  o f  a  lic e n sed  p rem ise  as a  resort f o r  illeg a l p o ssesso rs  o r  u sers  o f  
n arco tics, p ro s titu tio n , o r  p ro m o ters  o f  p ro stitu tio n ; in ad d itio n  to a n y  o th er  
leg a lly  co m p e ten t ev idence, the ch a ra c ter  o f  the p rem ises  m a y  be p ro v e d  by  
the  g e n e ra l rep u ta tio n  o f  the  p rem ises  in the co m m un ity  a s a  resort o f  illeg a l 
p o ssesso rs  o r  u sers  o f  narco tics, p rostitu tion , o r  p ro m o ters  o f  p ro stitu tio n .

W h i le  w e  unders tand that the board  m ay  be hes itan t to revoke  a l ic e n s e  because o f  the 
d i f f ic u l t y  o f  p r o v in g  the “g ene ra l repu ta t ion” o f  the prem ises , w e  must p o in t  o u t  that an 
A B C  c r im in a l  in v e s t ig a t io n  o f  s p e c if ic  in d iv id u a ls  is no t requ ired  no r  e v en  a l lo w e d .

G iv e n  the b o a rd ’s r e s p o n s ib i l i t y  to take a l i c e n s in g  ac t ion  in  these s itua t ions , w e  f in d  it 
d is tu rb ing  that o n ly  14 o f  the 31 law  en fo rcem en t agenc ie s  re s po n d in g  to o u r  su rvey  
ind ica ted  that they a lw a y s  n o t i f y  the A B C  B o a rd ’s en fo rcem en t  staff o f  arrests m ad e  on 
l icensed  p rem ises . (See A p p e n d ix  E ,  N o . 3.) Perhaps the board  s h o u ld  p e r io d ic a l ly  su rvey  
law  en fo rcem en t  ag enc ie s  and  co n su lt  the a v a i la b le  databases to d e te rm in e  i f  l i c e n s in g  
act ions are requ ired .

Board is c o n s id e r in g  a l lo w in g  invest iga tors to carry f irearms

As d iscussed abo ve , A B C  inves t iga to rs  ha ve  been g iv e n  peace o f f ic e r  pow ers  to c o n d u c t  
c r im in a l  in v e s t ig a t io n s  in to  g a m b l in g  and p rost itu t ion . In  a dd it io n , A B C  board  has been 
g iv e n  the au tho r ity  to issue c ita t io n s  for T i t l e  4 in fra c t ions  that i n v o lv e  part ies o th e r  than 
l icensees . F o r  e x am p le ,  inves t ig a to rs  m ay  use this au tho r ity  to c ite  unde rage in d iv id u a ls  
u s ing  forged id e n t i f ic a t io n  to enter bars and possess a lc o h o l ,  or to c ite  package store c le rks 
w h o  h a v e  so ld  a lc o h o l  to unde rage  customers .

W h i l e  the risks in  a g a m b l i n g  o r prost itu t ion  in v e s t ig a t io n  m ay  be m ore  apparent, there is 
a lso a r isk to A B C  B oa rd  inves t iga to rs  in  the c i ta t io n  process. E v e n  though  the c i t a t io n  
au thor ity  does not gran t in ves t ig a to rs  the r igh t to m ake p h y s ic a l arrests, a person m ay  
refuse to accep t the c i ta t io n . W e  understand that the in ves t ig a to r can  then e ith e r  m ak e  a 
c i t i z e n ’s arrest o r c a l l  a T ro o p e r  o r a p o l i c e  o f f ic e r  to m ake the arrest. T h e  board  b e l ie v e s  
that ne ithe r o f  these op t io n s  is sat isfactory and m ay  ex pand  the in v e s t ig a to r ’s a u tho r i ty  to 
a l lo w  th em  to m ake  p h y s ic a l  arrests. I f  th is is au tho r ized , f irearms w o u ld  be needed . 
F irea rm s w o u ld  a lso be app rop r ia te  in  p o l i c e  act ions i n v o l v i n g  after-hours c lu b s .

R eg u la t io n  15 A A C  104.505 s p e c if ic a l ly  p roh ib its  the b o a rd ’s invest iga to rs f rom  c a r ry in g  
f irearms in  the p e r fo rm ance  o f  the ir  dut ies . Ye t , the b o a rd ’s invest iga tors b e l ie v e  that due  
to the in c rea s ing  presence o f  f irea rm s in  ou r soc ie ty  and the nature o f  the ir  jo b s ,  they need  
to carry f irea rm s to protect them se lves  and to p rope r ly  execu te  the ir  du t ies . T h e  b o a rd ’s 
d irec to r is re sea rch ing  the im p l ic a t io n s  o f  repea l in g  this re gu la t io n  and a l lo w in g  
invest igators to carry f irearms.
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W e  are skep t ic a l o f  th is  course  o f  act ion . A l t h o u g h  the cu rren t  in ves t ig a to rs  are a l l  e x ­
p o l i c e  o f f ic e rs  and  w o u ld  l ik e  to carry w eapons , the p r im a ry  ' ,sues here  are em p lo y e e  
safety, t r a in in g  and  o n g o in g  cu r re n cy  requ irements  for f irea rm s , l i a b i l i t y  co nce rns , and  o f  
course the need  fo r  s u c h  a  w eapon . In  the d ire c t io n  the boa rd  is g o in g  w it h  the peace  
o f f ic e r  pow ers , f irea rm s w o u ld  be appropr ia te . I b w e v e r ,  the q u e s t io n  as to w h e th e r  th is 
agency  s h o u ld  be a p o l i c e  fo rce  o r a l ic e n s in g  b o a  i s h o u ld  be addressed first.

P o l ic e  f u n c t io n s  c o u ld  be re ta ined  by the D epa rtm en t o f  P u b l i c  Sa fe ty

As d iscussed  ab o ve , th ro ug h  D P S  de lega t io n  and board  a c t io n , A B C  is t rend ing  toward  
and m ay  ve ry  w e l l  b e c om e  a p o l i c e  force, a lb e it  l im i t e d  in  scope . W e  obse rve  that D P S  is 
the state’s p o l i c e  fo rce  and  is “geared up”3 to pe r fo rm  this type o f  fu n c t io n .  T o  s p l in te r  o f f  
p o l ic e  f u n c t io n s  m ay  no t be e f fe c t iv e  no r e f f ic ie n t .

C r im in a l  in v e s t ig a t io n s  in to  g a m b l in g  and p ros t itu t io n  as w e l l  as arrests o r c ita t io ns  for 
T i t l e  4 c r im e s , such  as unde rag e  d r in k in g  or o v e r  se rv ing , c o u ld  be h a n d le d  b y  D P S  or 
lo ca l p o l i c e  d epartm ents . It is p r im a r i ly  a ques t io n  o f  w h e r e  the funds for these 
in ves t ig a t io n s  are to be appropr ia ted . O f  course , h o w  m u c h  em phas is  the State s h o u ld  
p la ce  o n  these in v e s t ig a t io n s  is a v a l id  ques t io n  that must be answ ered , but the a n sw e r is 
the same regard less o f  w h i c h  departm ent hand les  the e n fo rc em en t . A lt h o u g h  these are 
perhaps less ser ious c r im e s  than m a n y  invest iga ted  by  D PS , e n fo r c em en t  a c t ions  need  not 
be s l ig h ted . D P S  c o u ld  set up  a ded ica ted  g am b l in g ,  p ros t itu t ion , a nd  a lc o h o l  team  i f  the 
leg is la tu re  b e l ie v e d  it to be necessary . T h ro u g h  the budge t request and  h ea r in g  process, the 
leg is la tu re  c o u ld  ensure that the appropr ia te em phas is  co n t in ues .

W e  b e l ie v e  that re ta in in g  the p o l i c e  func t ions in  D P S  w o u ld  no t ad ve rse ly  im p a c t  the 
boa rd ’s l i c e n s in g  fu n c t io n .  T h is  l i c e n s in g  fun c t io n  s h o u ld  be re ta ined  in  the D epa r tm en t  o f  
R e v e n u e . T h e  b o a rd ’s m anda ted  ro le  o f  tak ing  l i c e n s in g  a c t ions  w h e n  certa in  c r im e s  are 
c om m it t e d  requ ires  c o m m u n ic a t io n  w it h  p o l ic e ,  but not a p o l i c e  force o f  its ow n .  T h e  
board s h o u ld  focus its efforts on  l i c e n s in g  issues.

3 DPS has already addressed the administrative and operational pm ilcms inherent in building a police force while the ABC 
Board has not. For example. AS 39.25.110 requires that ABC Boaro employees who have been given peace officer powers to 
be exempt employees. As noted above, these powers have been delegated, yet. all board employees arc still members of cither 
the general government or supervisory bargaining units.
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A P P E N D IX  A  
D E P A R T M E N T  O F  R E V E N U E  

A L C O H O L I C  B E V E R A G E  C O N T R O L  B O A R D  
S um m a ry  o f  R evenues  and E xp end itu r e s  

F is ca l Years 1994 th rough  1997

FY 94 FY 95 FY 96 FY  97

Revenue (From Schedule 1 below) $2,471,235 $1,789,865 $1,938,944 $1,701,383

Less: Transfers to Municipalities (Note 1) 1.340.900 900.225 886,170 873.750

Net Revenue 1,130,335 889,640 1,052,774 827,633

Less: Expenditures (Note 2) 574.900 675.941 641.643 642.579

Excess of Revenue Over Expenditures $ 555.435 $ 213.699 $ 411,131 $ 185.054

Schedule 1 - Revenue

Liquor License Application Fees $ 298,250 $ 255,450 $ 283,713 $ 264,282

Pub Licenses 400 800 -0- 800

Brewery Licenses 2,000 6,000 6,000 8,000

Distillery Licenses 1,000 -0- 1,000 -0-

Beverage Dispensary Licenses 1,202,050 816,100 857,800 783,750

Club Licenses 78,400 47,450 56,400 48,700

Common Carrier Licenses 86,775 43,750 88,025 32,200

Restaurant Licenses 139,950 103,200 112,050 103,350

Theater Liquor License -0- -0- -0- 600

Retail Store Licenses 471,375 326,625 310,200 316,250

Wholesale Licenses 139,000 128,500 138,500 96,900

Malt Beverage & Wine Wholesale License 3,500 6,100 3,000 1,800

Miscellaneous (Note 3) 48.535 55.890 82.256 44.751

Total Revenues $2.471.235 $1,789,865 $1.938.944 $1,701,383

(Note 1) In accordance with AS 04.11.610, refunds of annual license fees, excluding 
annual wholesale license fees, collected within a municipality are to be given to the 
municipality semiannually. The total of these refunds is the "Transfers to Municipalities” 
amount, The FY 97 amount was adjusted for errors we found in the license fee revenue 
reports. See Recommendation No. 3.

(Note 2) Expenditures do not include encumbrances.

(Note 3) The miscellaneous revenue account includes fees from various low-volume 
licenses (theater, recreational sites, and municipal golf courses) and permits (caterer, 
special events, restaurant caterer, club license caterer, and restaurant designation).

Source: Alcoholic Beverage Control Board and the Alaska State Accounting System.
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A P P E N D IX  B  
D E P A R T M E N T  O F  R E V E N U E  

A L C O H O L I C  B E V E R A G E  C O N T R O L  B O A R D  
N um b e r  o f  L ic e n s e s  b v  C a tego ry  

C a le n d a r  Years 1993 th ro ug h  1997 (Note l)

License Cateqories 1993 1994 1995 1996 1997

Pub 1 1 1 1 1

Brewery 3 5 8 14 15

Distillery 1 1 1 1 1

Brewpub C 2 3 2 2

Beverage Dispensary 690 689 685 680 673

Club 86 86 85 86 84

Common Carrier 212 202 209 218 206

Restaurant 324 337 348 359 345

Theater 1 1 1 1 1

Retail Store 446 440 439 437 429

Wholesale 22 22 21 21 20

Recreational Site 23 24 23 23 23

Municipal Golf Course 1 1 1 1 1

Total Licenses 1.810 I f i H 1.825 1.844 1.801

(Note 1) Calendar year-end data is shown for 1993 through 1996. The 1997 data is 
as of September 1, 1997.

Source of Information: Alcoholic Beverage Control Board
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A P P E N D IX  C  
D E P A R T M E N T  O F  R E V E N U E  

A L C O H O L I C  B E V E R A G E  C O N T R O L  B O A R D  
L icenses , Perm its , and Fees 

F Y  94 though  F Y  97

T Y P ES  OF LICEN SES BIENNIAL F E E

Application Filing Fee $ 200.00
Beverage Dispensary License - Half Year 1,250.00
Beverage Dispensary License - Tourism - Half Year 1,250.00
Beverage Dispensary License 2,500.00
Beverage Dispensary License - Duplicate 2,500.00

Beverage Dispensary License - Tourism 2,500.00
Beverage Dispensary License - Tourism - Duplicate 2,500.00
Beverage Dispensary License - Public Convenience 2,500.00
Beverage Dispensary License - Community License 2,500.00
Bottling Works License 500.00

Brewery License 1,000.00
Brewpub License 500.00

Club License 1,200.00

Club License - Half Year 600.00
Club License - Public Convenience 1,200.00

Common Carrier License 700.00

Common Carrier License - Half Year 350.00

Distillery License 1,000.00

Package Store License 1,500.00

Package Store License - Half Year 750.00

Package Store License - Tourism 1,500.00
Package Store License - Public Convenience 1,500.00
Package Store License - Community License 1,500.00

Pub License (University) 800.00
Recreational Site License 800.00

Recreational Site License - Half Year 400.00
Restaurant/Eating Place (Beer & Wine only) 600.00
Restaurant/Eating Place (Beer & Wine only) - Half Year 300.00
Restaurant/Eating Place (Beer & Wine only) - Tourism 600.00
Restaurant/Eating Place (Beer & Wine only) - Public Convenience 600.00

Retail Stock Sale License 100.00

Theater License 600.00
Wholesale License - General (Basic Fee) 2,000.00

Wholesale License - Malt Beverage & Wine 400.00

Winery 500.00

Source of Information: Alcoholic Beverage Control Board.
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A P P E N D IX  D  
D E P A R T M E N T  O F  R E V E N U E  

A L C O H O L I C  B E V E R A G E  C O N T R O L  B O A R D  
S um m a ry  o f  Q u es t io n na ir e s  S en t to M u n ic ip a l i t i e s

Q u e s t io n n a ir e s  sent: 50 
Responses  re ce iv e d :  30 (60%)

1. Is  y o u r  c i t y  o r  b o ro u a h  g iv e n  adequate n o t ic e  by the A lc o h o l i c  B e v e rag e  C o n t r o l  
( A B C )  B oard  o f  proposed  issuance o f  n ew  l icenses and/or transfers o f  e x is t in g  
l ic e n s e s?

N u m b e r  o f  Responses:
24 Y es
_3 N o

1 N o  response
2 N A  to ou r  c i ty

2. S in c e  1994. has you r  c i t y  o r bo rough  protested the issuance o f  a n e w  l ic e nse , 
r e n ew a l  o f  a l ic e nse , or the transfer o f  a l ic e n s e?

N u m b e r  o f  Responses:
1  Y es
20 N o
_3 N o  response

I f  yes , w ha t  cr ite r ia  has the c i ty  o r b o rough  used to protest a l i c e n s e?

C om m e n t s :

A lm o s t  a l l  respondents in d ic a te d  that fa i lu re  to pay taxes w o u ld  cause the 
m u n ic ip a l i t y  to protest the l icensu re . O n e  responden t l is ted n e ig h b o r h o o d  
protest as a reason for protest. T w o  l is ted ex cess iv e  d is turbances o r  p o l i c e  
reports.

3. H a v e  protests lo dg ed  by the c i ty  or b o ro u gh  resu lted in  a h ea r in g  by the A B C  
Boa rd  o r  by a hea r ing  o f f ic e r  appo in ted  by  the G o v e r n o r?

N u m b e r  o f  Responses:
_4 Y e s
12 N o
_7 N o  response
_7 N o t  a p p l ic a b le
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4. D o e s  the cu rren t system o f  no t if icat ion/protest/hear ing e n a b le  lo ca l g o v e rnm en t ’s
o p in io n s  to be heard  d u r in g  the l ic e n s in g  p rocess?

N u m b e r  o f  Responses:
17 Y es
_5 N o
_7 N o  response
J .  N A  to o u r  c ity

I f  no , s h o u ld  lo c a l  g o v e r n in g  bod ies  be:
_8 M o r e  i n v o l v e d  in  the l ic e n s in g  process?
_0 Less in v o l v e d  in  the l ic e n s in g  process?

O n e  re sponden t c om m en te d  that no  matter w ha t  the c i t y ’s o p in io n ,  l icenses w o u ld  
be a pp ro ved  a n yw ay .

5. A re  there e x is t in g  a lc o h o l i c  beverage con tro l law s  o r regu la t io ns  that are obso le te , 
v a gue , u n d u ly  re s tr ic t iv e  and/or inadequa te?

N u m b e r  o f  Responses:
J .  Y e s
20 N o
10 N o  response

I f  ves . p lease  c i te  the la w  or regu la t io n  and  w h y  v o u  b e l ie v e  it is obso le te , vague , 
u n d u ly  res tr ic t iv e  and/or inadequate .

T h e r e  w e re  no  com m en ts .

6. W ha t  changes  in  the A B C  B o a rd ’s p o l ic ie s  o r a l c o h o l i c  beverage  con tro l law s  and 
re gu la t io n s  c o u ld  be m ade that w o u ld  e n a b le  y ou r  lo c a l g o v e rn in g  body  to better 
serve the p u b l i c ?

T y p i c a l  C om m e n ts :

T he b o a rd  sh o u ld  ex tend  m ore  su p p o r t to lo ca l governm en t 
f o r  en fo rc e m e n t o f  “o v e rse rv ic e " la w s a n d  f o r  co n tro llin g  the  
h o u rs  o f  opera tion .

H ave  an o ffice  here  in F a irbanks tha t h a s  a c lerk /recep tio n is t  
o r  a secre ta ria l p o sitio n  in o rd er  to  m a ke  c o n ta c t w ith  the  
lo ca lly  b a se d  in spec to r/agen t a  little  easier. A n o th e r  
in sp e c to r  w o u ld  be n ice  also.
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I f  a l c o h o l i c  b everage  l icense  fees are re fu nd ed  to v o u r  c i t v  or bo rough  bv the A B C  
B oa rd , w ha t  are funds used for?

C om m e n ts :

E ig h t  responses stated that l ic e n se  fee re funds go to the genera l fu nd  or for 
m u n ic ip a l  operat ions .

T h r e e  responses reported that they are used for p o l i c e  or p u b l i c  safety.

T h e  rem a in de r  w ere  no n re spons iv e .

D o  v o u  h a v e  a n v  other com m en ts  you  w o u ld  l ik e  to m ak e?

C om m e n t s :

A B C  is responsive & responsible - we fe e l overall it 's  a good agency.

I believe individual m em bers o f  the board are unduly influenced by  
individuals applying political and  persona l pressure.

I have enjoyed working with the s ta ff  o f  the A B C  Board. They have 
m ade m y jo b  much easier.
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A P P E N D IX  E  
D E P A R T M E N T  O F  R E V E N U E  

A L C O H O L I C  B E V E R A G E  C O N T R O L  B O A R D  
S um m a ry  o f  Q u es t io n na ire s  Sent to L aw  E n fo r c em en t  A ge n c ie s

Q u es t io n n a ir e s  sent: 44 
Responses rece ived : 31 (70%)

1. A re  you  aware  o f  the ex is ten ce  o f  the A lc o h o l i c  B eve rag e  C o n t r o l  ( A B C )  Boa rd , 
its ope ra t io n , and its ro le  in  the e n fo rcem en t o f  A B C  law s  and re gu la t io n s?

N um b e r  o f  Responses:
29 Yes
_0 E n fo r c em en t  ro le  is no t w e l l  k n ow n
J . A w a re  o f  boa rd  bu t h a v e  neve r seen any en fo rc em en t
J_ N o t  aware  o f  its ro le  in  en fo rcem en t

2. D o  v o u  fee l the en fo rcem en t  staff o f  the A B C  Board  c om p lem en ts ,  d up l ic a te s , o r 
c o n f l ic ts  w it h  the efforts o f  v o u r  law  en fo rcem en t p e rs o n n e l?

N um b e r  o f  Responses:
24 C om p lem e n t s
_2 D up l ic a te s
J_ C o n f l ic t s
_5 N o n e  o f  the ab o ve
* O n e  re sponden t m arked  tw o  cho ic es
C om m en ts :

They provide assistance & inform ation we often do not have resources to 
access.

Law enforcem ent by the A B C  Board is nonexistent fo r  all practica l 
purposes.

A s a police departm ent it is very difficult to enforce and  be up to date on 
all liquor requirem ents.

3. D o  vo u  share in v e s t ig a t iv e  in fo rm a t io n  w it h  the A B C  Board 's en fo rc em en t  sta ff 
and no t ify  them  o f  arrests m ade  on l icensed  p rem ises?

N um b e r  o f  Responses:
14 Y es , a lw a ys  share in fo rm a t io n
4 N o ,  n e v e r  share in fo rm a t io n

10 O c c a s io n a l ly  A B C  is sent cop ie s  o f  l iq u o r  re lated arrests and reports
3 N o  response p ro v id e d
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A re  there anv e x is ting  a lcoho lic  beverage co n tro l laws o r regu la tions that vou feel

are o b so le te , v a gue , u n d u ly  res tr ic t ive  and/or in a d eq u a te?

N u m b e r  o f  R esponses:
_8 Y es
22 N o
_1_ N o  response p r o v id e d

I f  ves . p lease  c ite  the law  o r  regu la t io n  and w h v  v o u  b e l ie v e  it is obso le te , v a gue , 
u n d u lv  res tr ic t iv e  and/or in a d equ a te .

T y p i c a l  C om m e n ts :

A S  04 .16 .049  - paren ts should  not be a llow ed  by sta tu te to take children  
into bars.

Let them  have statutory' authority to investigate gam bling and  prostitu tion  
on licensed  prem ises.

A S  04 .16 .030  - The elem ents o f  intent need  to be changed  fro m  crim inal 
negligence to recklessly when applied  to the server 's  responsibility  fo r  
over pouring.

H a v e  the A B C  inves t ig a to rs  p ro v id e d  tra in in g  sess ions to v o u r  lo c a l  p o l i c e  
o f f ic e r s?

N u m b e r  o f  Responses:
_6 Yes
25 N o

I f  ves . w ere  the sess ions in fo rm a t iv e  and w o r t h w h i le ?

A l l  s ix  respondents  in d ica ted  that the t ra in in g  was w o r t h w h i le ,  bu t one  
stated that "w ith  s ta ff  reductions training has been nonexistent. A B C  
training is vital to our  m issio n ."

I f  no . h a v e  v o u  requested t r a in in g?

F if t e e n  u f  the respondents  stated that they ha v e  no t requested t ra in in g . 

C o m m e n t s  i n c lu d e d  the fo l lo w in g :

There is not enough enforcem ent personnel to provide it.

We d id  not know  that training was available.

We have not received training fro m  the A B C  Board, but they a lw ays  
answ er our questions on the phone.

ALASKA STATE LEGISLATURE

- 3 4 -
DIVISION OF LEGISLATIVE AUDIT



I f  a lcoho lic  beverage license fees are refunded to vo u r c itv  o r  borough bv

the A B C  Board, w ha t  are funds  used for?

Com m en ts :

F iv e  o f  the respondents  stated that re funded  l ic e n se  fees are pu t in to  the 
genera l f u n d  for c i t y  use. a nd  two ind ica ted  that fees w e re  no t re fu nded  to • 
the c ity  o r  b o ro u gh .

T w o  o f  the qu es t io nna ire s  stated that the re funds w e re  used for som e  type 
o f  law  e n fo r c em en t  a c t iv i ty .

A l l  the r em a in in g  ques t io nna ire s  w ere  e ither le ft b la n k  fo r th is  q u es t io n  o r 
w ere a nsw ered  b y  a “don ' t  k n o w ” type o f  response.

A re  there anv a d d i t io n a l  c om m en ts  v o u  w o u ld  l ik e  to m ak e?

T y p i c a l  C om m en ts :

ABC  investigations should  he turned over to A S T  & the D istrict A ttorney  
or AG.

The A B C  Board has alw ays been a valuable resource fo r  us and  have 
always assisted  when requests have been made.

I would like to see m ore support fo r  rural police to com bat crime.

The A B C  B o a rd 's  excellent work is only lim ited by current fu n d in g  that I 
believe shou ld  be vastly increased. I have never m ade an arrest where 
alcohol was not a fa c to r . A ny action that w ould  fu r th e r  lim it the ability to 
regulate o r  control its abuse or distribution w ould  be a grave error.

It would be helpful to know what types o f  com plaints investigators respond  
to and investigate in our com munity.

I have w orked in o ther states and fo u n d  out o f  sta te  A B C  s ta ff  to have 
solid  budgets, strong  pow erful state laws and  enough Jie ld  s ta ff  to keep a 
handle on the liquor business. A laska has none o f  these tools.

I hope the sta te o f  A laska would stop its soft stance on alcohol issues and  
give the A laska  A B C  s ta ff  the tools they need, i.e.: I ) F ull law  enforcem ent 
authorin', 2) M ore Jield  and license investigators, 3) A uthority  to
seize or suspend  a liquor license im m ediately pend ing  fu l l  board  review,
4) Laws that are clear to enforce without built in defenses. 5) Require  
local law  en forcem ent to report all crim inal acts on license prem ises (Title
4), 6) Travel & training budget, and 7) Funding fo r  undercover  
operations.

ALASKA STATE LEGISLATURE
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A P P E N D IX  F  
D E P A R T M E N T  O F  R E V E N U E  

A L C O H L I C  B E V E R A G E  C O N T R O L  B O A R D  
S um m a ry  o f  Q u e s t io n n a ir e s  Sent to L icensees

Q u e s t io n n a ir e s  sent: 109 
R esponses  re ce ive d :  38 (35%)

1 . W h e n  v o u  d ea l w it h  the A lc o h o l i c  B e v e ra g e  C o n t r o l  (A B C )  B oa rd  staff, d o  v o u  
Find th em  to be:

Yes N o N o  Response

Pleasant 35 3 0

Know ledg eab le 35 3 0

Respons ive 34 4 0

2. Has  v o u r  f a c i l i t y  re ce iv e d  an in s p e c t io n  b v  an A B C  Board in v e s t ig a to r?

N u m b e r  o f  Responses:
27 Yes
JO N o
J_ R esponden t  Unsu re

A p p r o x im a t e  n um b e r  o f  in sp e c t io n s  by  year:

Y ear Inspections perform ed Inspection not perform ed No response

1994 11 21 6

1995 14 17 6

1996 13 19 6

1997 16 17 6

3. D o  v o u  feel A B C  en fo rcem en t  p rocedu res  are e f fe c t iv e  and are a p p l ie d  e q u it a b ly  to 
a l l  l ic e n s e e s?

N u m b e r  o f  Responses:
29 Y es
_5 N o
_4 N o  response

4. H a v e  v o u  e v e r  attended a B oa rd  m e e t in g  o r  o the rw ise  o ffe red  p u b l i c  c o m m e n t  to 
the Board?

ALASKA STATE LEGISLATURE
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Number of Responses:
15 Yes
23 No

If ves. were vot.ir comments well received and acknowledged bv the Board?

Ten respondents stated “yes." one stated “acknowledged." and four did not 
respond.

5. Do vou receive notice and information about proposed regulation changes in a 
timelv manner so that vou are able to participate in the hearings?

Number of Responses:
32 Yes
_3 No
_3 No response

6. Are there anv existing alcoholic beverage control laws or regulations that vou leel 
are obsolete, vague, unduly restrictive and/or inadequate?

Number of Responses:
13 Yes
19 No
_6 No response

If ves. please cite the specific law or regulation and whv vou helieve it is obsolete. 
vaeue. undulv restrictive and/or inadequate.

Typical Comments:

Statutes regarding minors on premises are confusing.

AS 04.16.15 - happy-hour discounts should he allowed.

7. Are there anv additional comments vou would like to make?

Typical Comments:

I think the hoard does a good job and in no way should be 
eliminated.

We don't need more government. Have the ABC board go the way 
the parking authorin' did.

ALASKA STATE LEGISLATURE
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TONY KNOWLES. GOVERNOR

DEPARTMENT OF R E V E N I E P.O. BOX 110400

OFFICE OF THE COMMISSIONER
IUNEAU. ALASKA 99811-0400 
TELEPHONE: (907) 465-2300 
FACSIMILE: (907) 465-2389

November 21, 1997

Pat Davidson
Acting Legislative Auditor 
P.O. Box 1 13300 
Juneau. AK. 99811-3300

Ms. Davidson,

You have asked that I review and respond to the portion o f your audit dealing with the criminal 
investigation powers that are currently being exercised by the investigators at Alcoholic Beverage 
Control Board.

The issue o f what police powers, if any, should be exercised by this group is a very important 
one, and one that we are giving and have given close attention. The current delegation is very 
narrow. It came about only after the situation was reviewed by this office (Deputy Commissioner 
Deborah Vogt); the Department of Public Safety (Deputy Commissioner Del Smith); the 
Department o f Law (Chief Prosecutor Cindy Cooper) and Assistant Attorney General Linda 
O’Bannon: and the Director of the ABC Board, Doug Griffin. The ABC Board also reviewed the 
issue.

1 agree with you that the ABC Board does not have the power to confer police powers on its staff 
relating to crimes not covered in Title 4 (AS 04.06.010 - AS 04.16.172). Nothing in Title 4 gives 
the Board that power. As you point out. the Board is restricted to authorizing staff to exercise 
police powers with respect to violations of Title 4.

However, we are charged with the duty to police the bars and tavems and other establishments 
selling alcoholic beverages in the state. We have perceived that there is a real need to address 
certain types o f criminal activity taking place in those establishments. We have approached the 
issue from the perspective of the public, and have looked for a cost-effective way to provide that 
service to the public. Like many other agencies in the state, we are looking for ways to 
accomplish tasks, and cooperate on the provision of services, whether or not those services cross 
strict agency lines. Obviously, it is within the purview of Title 4 to discover whether gambling 
and prostitution are taking place on licensed premises, since licenses can be revoked if the Board 
finds these activities are taking place. AS 04.11.370(a)(7). This statute puts our investigators in 
a position to discover and observe criminal activity by third parties who are not licensed under 
Title 4. It is, as you acknowledge unlikely that local or state police will investigate these crimes.

04-02 LH
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As a result, we were persuaded that it would be cost effective and efficient if our investigators 
were authorized to investigate illegal gambling and prostitution on licensed premises. 
Commissioner Otte named certain individuals on the ABC Board staff to exercise these powers.
He did so not under AS 04.06.110, but rather under AS 18.65.010. This statute authorizes the 
commissioner o f public safety to:

appoint as special officers qualified police officers of the federal, 
state or local government units or other persons with adequate 
police training over the age o f 19 years, as the commissioner 
considers necessary to aid and assist the division of state troopers 
in the enforcement of the criminal laws o f the state. Each special 
officer appointed serves without compensation and at the pleasure 
of the commissioner of public safety and appointments shall be o f  
limited duration.

The commissions that Commissioner Otte has made are to specific individuals who have the 
police training that Commissioner Otte finds sufficient. They are for a limited duration. 1 have 
attached a copy of one such Certificate o f Commission as Special Officer.

I want to assure you that we have no intention o f permitting the ABC investigators to spend a 
disproportionate amount of time on these activities. We do not intend to create a vice squad at 
the ABC Board. Their mission continues to be to investigate and enforce the provisions o f Title
4. But it seems efficient and cost effective to follow through with the peripheral, third party 
aspects o f violations of. AS 04.11.370(a)(7).

We intend to move very slowly and carefully in this area. I share your concerns that it may not 
be appropriate for ABC Board investigators to cam 1 firearms. As you note, the Director has 
initiated an inquiry into the ramifications o f such a decision. You raise a number of the concerns 
he is looking at: employee safety, trainirm and ongoing currency requirements, and liability 
concerns. To the extent that such a dec .sion would necessitate additional funding (as the 
training and currency requirements well .night), it is unlikely that the funding would be made 
available.

You recommend that police functions remain in Public Safety, and that the ABC Board limit 
itself to the parameters o f Title 4. Commissioner Otte and I do not agree. We believe that the 
proximity o f ABC investigators to the subjects o f these investigations, together with their similar 
Title 4 statutory duties, makes it efficient for ABC investigators to exercise limited police powers 
with respect to certain crimes on licensed premises. The simple fact is that if they don't do it. no 
one will. While gambling and prostitution on licensed premises may not rise to a sufficient level



of importance within the troopers to warrant investigation, the balance looks quite different when 
the ABC investigators are considered. Given the small amount o f additional effort, beyond what 
they would otherwise be expending, it becomes possible to carry out some law enforcement 
activities that would otherwise not occur.

Thank you for the opportunity to comment on your draft audit.



CERTIFICATE OF COMMISSION 
AS

SPECIAL OFFICER

P u r s u a n t  t o  t h e  a u t h o r i t y  v e s te d  i n  me u n d e r  AS 1 8 .6 5 .0 1 0 ,

I ,  R o n a ld  L .  O t t e ,  C o m m is s io n e r o f  P u b l i c  S a fe t y  o f  t h e  S t a t e  o f  

A la s k a ,  d o  a p p o in t  W i l l ia m  R. Roche__________  » b a L im i t e d

S p e c ia l  O f f i c e r .

S a id  w i l l i a m  r .. Roche , a n  I n v e s t i g a t o r  o f  th e

A l c o h o l i c  B e v e ra g e  C o n t r o l  B o a rd ,  i s  d u ly  a p p o in te d  b y  t h e  S t a t e  

t o  a s s i s t  t h e  A la s k a  S t a t e  T r o o p e r s ,  and i s  a u t h o r iz e d  t o  a c t  a s  

a n  O f f i c e r ,  t o  i n v e s t i g a t e  a l l e g a t i o n s  o f  i l l e g a l  g a m b l in g  

(AS 1 1 ,6 6 .2 0 0  -  AS 1 1 .6 6 .2 8 0 )  a n d  p r o s t i t u t i o n  (AS 1 1 .6 6 .1 0 0  -  

AS 1 1 .6 6 .1 5 0 )  o n l y  o n  p re m is e s  l i c e n s e d  b y  t h e  A lc o h o l i c  B e v e ra g e  

C o n t r o l  B o a r d .  T h is  S p e c ia l  C o m m is s io n  d o e s  n o t  in c lu d e  a r r o c t  

a u t h o r i t y .

S a id  W i l l i a m  R. Roche I s  N o t a u th o r iz e d  t o  c a r r y  a

c o n c e a le d  w e a p o n  w h i le  o n  d u t y .

T H IS  COMMISSION W IL L  EXPIRE ON S e n t em ber 0 1 . 199 9-----------------

UNLESS SOONER RENEWED OR RESCINDED.

I n  w i t n e s s  h e r e t o ,  I  h a v e  e a t  my h and  t h i e  9 th   d a y  o f

September nineteen-hundred a n d  n in e t y - s e v e n .

R o n a ld  L .  O t to  
C o m m is s io n e r
D e p a r tm e n t o f  P u b l i c  S a fe t y  
S ta te  o f  A la a k a



SPC a 4 43 8 0

CONSTITUTIONAL OATH OF OFFICE

" I  d o  s o le m n ly  s w e a r  ( o r  a f f i r m )  t h a t  I  w i l l  s u p p o r t  

a nd  d e fe n d  t h e  C o n s t i t u t i o n  o f  th e  U n i te d  S t a t e s  a n d  t h e  

C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a ,  a nd  t h a t  I  w i l l  

f a i t h f u l l y  d is c h a r g e  my d u t ie s  a s  S p e c ia l  O f f i c e r  o f  t h e  

A la s k a  D e p a r tm e n t  o f  P u b l i c  S a f e t y  t o  th e  b e s t  o f  my 

a b i l i t y . "

D a te ; ? / 2
( S ig n a tu r e )

w i l l i a m  S . R oche  

(T yp e d  s ig n a t u r e )

WITNESSED BEFORE ME T H IS  

1997____ .

DAY OF

( S lg n a t j i r e  o f  N o ta r y )

My C o m m is s io n  e x p i r e s :  J  t  ?  - q t f
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TATE OF ALASKA TONY KNOWLES. GOVERNOR

DEPARTMENT OF REVENUE 550 W . 7TH A V EN U E . STE . 350

ALCOHOLIC BEVERAGE CONTROL BOARD A n cho r ,* .. Amu, w s o i-w v h
Phone 907-277-563S 
PAX: '>07-272*9412

ovember20, 1997

I ! " 4 B 9 7
Mr. Randy S. Welker, Legislative Auditor 1 °
Division of Legislative Audit _ ~ i \ 7  j\i c. ^
P.O. Box 113300 
Juneau, Alaska 99811-3300

RE: ABC Board Response to Preliminary Audit Report, ACN 04-1452-97

Dear Mr. Welker:

I have reviewed the Preliminary Audit Report for the Alcoholic Beverage Control Board and 
wish to offer the following response:

REPORT CONCLUSIONS

The Alcoholic Beverage Control (ABC) Board agrees with your finding that it has protected the 
public’s health, safety, and welfare during the audit period through administration o f its licensing 
function and through active investigation of suspected licensing violations and enforcement of the 
State’s alcoholic beverage control laws and regulations.

Alcohol abuse is the number one cause o f social dysfunction in Alaska. Most alcohol abuse is 
not linked to illegal sales by liquor licensees, but when the problem is this big and insidious the - 
regulation of beverage alcohol should be a high priority. The laws governing trade in this legal drug 
should be aggressively and prescriptively enforced.

RECO M M ENDATION No. I

This recommendation is ambiguous. If the recommendation is based on the conclusion that the 
ABC Board does not give considerable weight to objections from affected neighborhoods prior to the 
issuance, transfer, or renewal of a liquor license, the Board very strongly disagrees.

If, on the other hand, the recommendation is based on the conclusion that, from time to time, the 
affected public believes the Board ought to weigh objections from affected neighborhoods more 
carefully, then the Board understands the concern and may partly agree. However, the Board believes 
that the perception that prompted this recommendation cannot be supported when one considers the total 
record of the ABC Board over the last three years. The ABC Board has demanded that neighborhood 
residents be encouraged to address the ABC Board with concerns regarding liquor licenses. ABC 
employees have informed residents opposing liquor licenses to address concerns in writing or through



oral testimony and have worked on logistics to help the public in participating in ABC Board meetings.

The audit offers no examples to clarify or suppon this recommendation. I would like to offer just 
a few cases in rebuttal to show where Board decisions to deny licenses were based on neighborhood 
objections:

I) In 1995, the ABC Board denied a beverage dispensary transfer in the Matanuska-Susitna 
Borough due primarily to neighborhood protests although the governing body did not object. 2)
In 1996, the ABC Board did not approve a relocation of a beverage dispensary transfer in 
Fairbanks (the Board toured the site of the proposed bar/restaurant) based solely on 
neighborhood protest after the Fairbanks City Council narrowly voted not to protest the move of 
the license. 3) This year the Board denied a beverage dispensary license to a new $2 million 
dollar lodge in Gustavus based on neighborhood/community objection.

The ABC Board does expect local governing bodies to consider neighborhood objections. The 
ABC Board gives great weight to local government objections (i.e.. Anchorage Assembly putting 
conditions on 4th Avenue bars, Ketchikan City Council objection to renewal of the Marine Bar license. 
Bristol Bay Borough protest of Rapids Camp Lodge). The licensing decisions in the Mat-Su Borough 
and Fairbanks show that the ABC Board does not consider, as you assert, “denial of a license based 
solely on neighborhood objections to be tantamount to overriding the local governing body’s wishes." 
This ABC Board has denied licenses based on neighborhood objections even when there was no 
governing body protest. 15 AAC 104.145(e) states that “The board will not substitute its judgement for 
that of the local governing body on matters of public policy that have reasonable factual support.’’

In closing. Recommendation #1 is vague, m measurable, and unfair to the ABC Board. The 
recommendation offers no facts or cases but relies, as presented, on bias and speculation. The examples 
I offer show that not only does the Board consider neighborhood concerns, but demonstrably takes 
action in accordance with neighborhood wishes.

RECO M M ENDATION No. 2

I concur with the minimum standard of requiring local governments to prove that they arc 
funding law enforcement activities at a level at least as great as that of the liquor license fee refunds they 
receive. I will recommend this be placed in the ABC Board regulation package for 1998.

I will also begin sending out a cover letter with shared license payments to local governments 
citing AS 04.11.610 and requesting that information regarding liquor law violations be sent to our office.

RECO M M ENDATION No. 3

The ABC Board will carefully review disbursements to improve the accuracy of shared liquor 
license receipts.

ANALYSIS OF PUBLIC NEED

The ABC Board is doing more with less. Your graph on page 12 clearly displays this. However, 
a very restrictive travel budget, no funding for overtime or shift differential, inadequate funding for

Page 2
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Page 3

administrative hearings, and anemic funding for communications and outreach to licensees and the 
public hampers the ABC Board’s ability to perform at a level that meets needs in this vast State that 
suffers from so many alcohol related problems. The ABC Board is doing a good job in Southcentral 
Alaska and in the Fairbanks area because that is where the enforcement staff is located. However, as 
you point out on page 12. the investment to cover Southeast Alaska and rural Alaska at levels 
comparable to Anchorage and Fairbanks merits consideration. Responses from law enforcement 
agencies support the need for increased funding. If the ABC Board could merely retain all of the 
funding generated from license fees, permits, fines, and administrative fees, it could significantly affect 
the enforcement of alcohol laws in this State and reduce crime. The statewide organization representing 
the hospitality industry endorses the use of these fees, paid by its membership, for increased 
enforcement.

Your statement on page 15 that "industry representation on the board may lend itself to bias” is 
provocative. Clearly, having industry represented on the ABC Board was intended by the State’s 
lawmakers because these persons understand the industry and can act as a bridge between the ABC 
Board and the alcohol industry. The State takes this same approach on other licensing boards. The bias 
(a poor word choice in my opinion) is intended and is offset by three public members who are also 
biased (former police chief, public health/mental health consultant, and non-profit health executive). 
Again, no evidence is included to support your “understanding” that the board’s industry members often 
cast votes favorable to the licensee, whereas public members are more likely to vote for stronger 
licensing action. In my experience, industry members often ask for harsher sanctions against licensees 
because those board members have a personal stake in the image of the alcoholic beverage industry. 
Usually the board is unanimous in its votes, particularly when it comes to issues related to sanctions 
against licensees. Your chart on page 15 shows that total sanctions coming from this ABC Board are 
generally higher over the last couple of years. This board has also wholeheartedly supported the 
increased enforcement presence that you praise in the audit. These are not actions of a board that is out 
to protect the alcoholic beverage industry. You may believe that the ABC Board should be “tougher" on 
the alcohol industry, but you also seem to concede that the board is moving in the right direction. The 
vacancy in a public seat was unfortunate, but you failed to mention that AS 04.06.060 provides that with 
the consent o f the ABC Board members present I may cast a tie-breaking vote. The members have 
always consented to give me the honor of breaking ties.

The lack of information sharing from local police departments mentioned in the last paragraph of 
page 15 is troubling. Perhaps this cooperation should be mandatory and be made a condition of 
receiving shared license receipts. It bolsters my argument that more enforcement staff is warranted and 
undercuts the argument that local police are unifoimly helping the ABC Board in its enforcement 
mandate.

AUDITOR’S COMMENTS

The Auditor’s Comments are welcome so that the issta, c f  enforcement powers of the Alcoholic 
Beverage Control Board can be debated. Statutes may conflict and I understand your comments, but I 
think your conclusions are wrong and in conflict with other portions of your audit.

AS 04.06.075. Authority of director. The director shall enforce this title and 
regulations adopted by the board. [Emphasis added]
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Page 4

AS 04.11.010. 04.16.051. 04.16.050. 04.16.052. 04.16.070, 04.16.090 and 04.16.180 all reflect criminal 
provisions of Title 4. Clearly, the law anticipates and provides for a means to address criminal offenses 
by the director of the ABC Board and his enforcement employees. Since it is my stated duty to enforce 
the law. believing that ABC staff should not exercise police powers and that the board “should focus its 
efforts on licensing issues’’ is illogical.

You are correct that illegal gambling and prostitution are not regulated by Title 4. However, it is 
our office that receives complaints regarding these illegal activities when they occur on liquor licensed 
premises. AS 04 .11.370(b) requires liquor license suspension for at least six months for a criminal 
gambling conviction. The conduct of illegal activities o f this kind on licensed premises certainly reflect 
the fitness of a licensee to operate in the “the public interest” (15 A AC 104.180(a)(4)). Many 
complaints of illegal gambling and prostitution come from affected neighborhoods and the ABC Board 
is always interested in ensuring “that objections from affected neighborhoods are considered prior to the 
issuance, transfer, or renewal of a license” (see Recommendation No. I).

The Department of Public Safety or local police are always consulted regarding these 
investigations. However, as you note, it is our investigators who arc considered experts in these areas. 
Monitoring bars and liquor stores are low priorities for the Alaska State Troopers (Deputy 
Commissioner Del Smith at a June 12, 1997 meeting) and many police departments. This is due to lack 
of resources and the perception that the ABC Board exists under State law to handle this responsibility.
If we do not carry out this police function, it does not get done. In recognition of the fact that the 
Troopers are not able to address gambling and prostitution on licensed premises. Commissioner Otte has 
granted these narrow powers to ABC investigators to assist the AST under AS 18.65.010(a) which states 
in relevant part that:

The commissioner of public safety may appoint as special officers qualified police officers of 
the federal, state or local government units or other persons with adequate police training over the 
age o f  19 years, as the commiss.oner considers necessary to aid and assist the division of state troopers 
in the enforcement of the criminal laws of the state. [Emphasis added]

The ABC Board is requiring its investigators to do more. There is too much to do and too few 
^sources. Your audit acknowledges this situation. The ABC Board is attempting to do more with less 

to address the pressing needs oi the public. The board is unwillingly to pass the buck or lamely explain 
to a complainant the “it's not iny job" to address certain illegal activities taking place on liquor licensed 
premises.

The question of investigators carrying firearms is controversial and is tied to the emphasis on the 
exercise of limited police powers. I have studied this issue for eighteen months, gone out in the 
evenings with ABC Investigators, and talked to other State agencies and local po'icc departments about 
the issue. I would encourage anyone that is considering his or her opinion on this question to go out 
with the ABC Investigators and see first hand the circumstances they confront. The law enforcement 
community, which has a relevant perspective on the question, is very supportive of the initiative to allow 
investigators to carry firearms for personal protection. 1 concluded that my employees deserve the ability 
to protect themselves given the enforcement role the ABC Board wants them to play.
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Page 5

The increased enforcement visibility that you praise "as a positive step on the part of the board” 
is showing results where we have enforcement staff. In a recent work session, the Anchorage Assembly 
(October 7, 1997 work session with ABC staff) also praised and thanked the ABC Board for its 
enforcement efforts. ABC Board investigators are “out there” in the bars, clubs, and liquor stores. State 
Troopers are usually not. It makes perfect sense to me to request that the ABC Board confers to its 
investigators, with Commissioner Otte’s concurrence, the ability to write citations for Title 4 violations. 
Law enforcement agencies recognize that an enforcement vacuum exists. The granting of additional 
powers to well trained and experienced ABC investigators strike rne as an effective and efficient way to 
fill this vacuum. Range 18 ABC Investigators who do limited “police" work only pan time are a lot less 
expensive than State Troopers. I believe that there is something to be said for specialization and the 
leverage gained when enforcement is conducted by the agency that oversees alcoholic beverage 
licensing. Leverage and effectiveness are advantages that must be exercised in the era of smaller public 
safety budgets.

This concludes my comments. Thank you for the opportunity to respond and discuss these 
important issues.

Sincerely,

Douglas B. Griffin 
Director

cc: ABC Board Members
Wilson Condon, Commissioner, Department of Revenue 
Cindy Smith, Special Assistant, Office of the Governor
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300 
Juneau. AK 99811-3300 

(907)465-3830 
FAX (907) 465-2347 

Internet e-mail address: 
legaudit@ legis.state.ak.us

December 2, 1997

Members o f the Legislative Budget 
and Audit Committee:

We have reviewed the responses to our preliminary audit report from the Alcoholic Beverage 
Control Board (ABC Board or the board) and from the Department o f Revenue (DOR). 
Nothing contained in these responses gives us cause to reconsider our findings. However, we 
offer the following clarifying comments.

Recommendation No. 1

The Alcoholic Beverage Control Board should take steps to ensure that objections from 
affected neighborhoods are considered prior to the issuance, transfer, or renewal o f a license.

The board states that this recommendation is vague, unmeasurable, and unfair. Nevertheless, 
it concedes that

[ i] f . . . the recommendation is based on the conclusion that, from  time to time, 
the affected public believes the Board ought to weigh objections from  affected 
neighborhoods more carefully, then the Board understands the concern and 
may partly agree. [Emphasis Added. ]

We acknowledge that when a government agency is not perceived as being responsive to 
those that it serves, it is faced with a very difficult task. We very much agree with the board 
that this problem is somewhat vague and difficult to measure. However, as the board’s 
makeup and its approach to the licensing process may lend itself to a perception problem, we 
hardly consider it to be unfair. These are factors the board should be aware o f and address.

mailto:legaudit@legis.state.ak.us


In accordance with AS 04.06.020, two of the five board members must be actively engaged 
in the alcoholic beverage industry. As we understand1 that the board’s industry membership 
is inclined to be more pro-liquor than its public members, we believe there is a built-in 
perception problem. The board may wish to petition the legislature for a statute change 
reducing the number of industry members or increasing the number o f public members.

We understand that the board considers denial o f a license based solely on neighborhood 
objections to be. tantamount to overriding the local governing body’s wishes. Yet, as 
mentioned in our recommendation, only one in thirty o f the municipalities responding to our 
survey indicated that neighborhood objections were considered when deciding whether to File 
a protest. This lack of coordination may create the perception that these objections are not 
being heard. During the course of the audit, the director stated he would respond to this 
problem by increasing his efforts to educate local government and the public about the 
board’s expectations. We support the director in this endeavor.

Another factor that may contribute to a perception problem may be the board’s approach to 
disciplinary action. Even though there were more licensing actions taken in FY 97 than in 
any year during our audit period, there were only ten" actions, and five of those were fines. 
The “affected public’’ may view this as low, considering the nature o f the industry and the 
fact that there were 1,801 licenses outstanding. The board should consider how disciplinary 
actions are perceived. For example, we do not believe local objections to a bar that violates 
Title 4 would be perceived as being adequately addressed if the bar is allowed to sell its 
liquor license, rather than have it revoked.'1

Analysis of Public Need

In response to our comment on page 15 that the industry representation on the board may 
lend itself to bias, the board states that

. . . having industry' represented on the ABC Board was intended by the State's 
lawmakers because these persons understand the industry and can act as a 
bridge between the ABC Board and the alcohol industry'. The State takes the 
same approach on other licensing boards.

While it is true that other boards do include industry members, we observe that the 
comparison itself is not valid. It is clearly inappropriate to compare the technical expertise 
needed in medical, dental, engineering, and similar boards with that required to monitor 
liquor licenses. The board must understand the liquor laws, but there is no special

Members of the Legislative Budget - 2 - December 2. 1997
and Audit Committee

1 This understanding is based upon interviews. See further discussion below under Analysis o f  Public Need.

: See the table on page 15 o f  the report.
•’ fn addition to its impact on public perception, we believe revocations would also get the industry 's attention. 
Revocation, as oppose to sale, is a tool that would encourage industry-w ide T itle  4 compliance.
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professional expertise needed. We do not believe the board’s functions would be 
compromised by smaller industry representation on the board.

The board also objects to our statement, on page 15. that

[w]e understand that the board's industry memberv often cast votes favorable 
to the licensee, whereas public members are more likely to vote fo r  stronger 
licensing action, or to deny licensure.

This was softly written because it was based on interview evidence that could not be 
confirmed through written documentation. As board minutes are not transcribed and as no 
vote tabulations are prepared, the only evidence is audiotapes o f the meetings. This was 
deemed to be too time consuming, given the issue at hand. Nevertheless, we believe it to be 
correct. In fact, the director himself, on two separate occasions, made statements to this 
effect.

Auditor’s Comments

DOR points out that the commissioner o f public safety appointed ABC Board investigators as 
special peace officers under AS 18.65.010, and not under AS 04.06.110 as our audit 
indicates. As an AS 04.06.110 delegation was being considered, we addressed the issue from 
that perspective. The actual delegation, under AS 18.65.010, occurred after our audit 
fieldwork was completed.

Even delegations under AS 18.65.010 raise some concerns, as outlined in attorney general 
opinion number J-66-005-75, dated December 22, 1977. For example, this delegation can 
only be made when “necessary to assist the division o f state troopers in enforcement o f  
criminal laws." [Emphasis Added.] The attorney general states that a "determination o f 
necessity" should be based upon (he needs of the troopers, not the requesting agency. 
However, no such determination was prepared. Further, die attorney general points out that

[wjhile the statute vests apparently broad discretionary authority in the 
Commissioner o f Public Safety, the legislative history o f  the bill [CSHB 4S, 
ch. 106 SLA 1961] which originally lead to the enactment o f AS IS.65.010 
indicates that this authority was to be restrictively exercised within the 
confines o f certain criteria and that the central purpose o f the bill was to 
strengthen state trooper personnel in the more remote areas o f Alaska.

The Committee Report, which accompanied the passage of CSHB 48. emphasized this 
purpose as follows:

In the boondocks, it is necessary that, there be more law enforcement officers 
with a minimum o f cost; one o f the best ways to encourage this is to use the
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abilities o f existing duly qualified police officers. Thus, the village policeman 
can be utilized bevond the village limits in the enforcement o f  state laws. 
[Emphasis Added.]

As the delegation to investigate gambling and prostitution relates to all licensed premises in 
the State and as the board’s enforcement activities have been primarily in urban areas which 
maintain a police force of their own. we question whether this delegation is consistent with 
legislative intent.

However, whether the Department of Public Safety delegates police powers under 
AS 04.06.110 or 18.65.010 and whether such delegations are technically appropriate are not 
the key issues. The fundamental question that should be addressed is whether this agency 
should focus on licensing issues or be allowed to evolve into a full-fledged police force.

We thank both the department and the board for their responses. The Auditor's Comments 
section of the report was intended to spark public debate on this difficult issue. We believe 
the various perspectives presented here will be helpful in beginning this process.

Pat Davidson, CPA 
Acting Legislative Auditor
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M E M O R A N D U M March 22, 1999

SUBJECT:

TO:

FROM:

A.B.C. Board - CSHB 69(FIN)

Representative Gene Therriault 
Attn: Mike

Michael F. Ford ^ 
Legislative Counsel

The amendment you requested is attached. I believe that the amendment is a good idea in 
order to clarify that employees o f the A.B.C. Board who exercise police officer powers, 
exercise those powers only on licensed premises regarding criminal offenses prohibited 
under provisions o f law other than AS 04.

Please contact me if  you have further questions.

MFF:glc
99-020.glc

Attachment



*
l-LS0354\I.l

Ford
3/22/99

A M E N D M E N T

OFFERED IN THE HOUSE 

TO: CSHB 69(FIN)

1 Page 3, line 13, following "and":

2 Insert on licensed prem ises,"
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