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txpv. i il itCHCA"il s Mmiiimillion.

Of the total monies invested m the TAR. 1l.lpercent s
ilidue Ial illul e iciu.uiuiigs7 f rcohi ispaid in dividends.
0l the atiiniiiil deducted. 5.5 pcicent goes to the slate
government and 7.5 peisent isused to eover TAU o]>cratiiij:
costs anJ a distriluition to the race ehihs. The TAU
operatingcost last year was4.5 |vuenl ol turnover.

In the 0.S., 01U legislation exists in three states and s
being considered in 14 others.

Racetrack lletting Retting ptuccdincs at racetracks
result in lasi ticket selling over a short period of time lor
each race. The ticket windows open about one-half hour
before post time and c.icli window generally handles only
one hot type for a single amount (foi example. 52 Wm, 55,
Show, Sit) I"l.tc) and lor the upcoming race only .Once at
the desiied window, the bettor need only give the teller the
ntiniher of the horse, pay Insmoney, and icccivc his ticket.
The teller presses the appiopnatc button; the ticket s
issued; and the wagei iccmdcd.To place a different type of
bet. the bettor must go to another lire. Under this
procedure, tcllcis can ll tickets at a rale of about 20 per
minute.

Off-Track lletting The nature of off-hack helling
dictates a totally dilleicnl piocoilure from on-hack betting,
lletting opens for all operating tracks and races at the
beginning of the working day. The variety of types of bets
that may be placed at an off-track betting office precludes
the use of specialized windows. One teller handles all hot
types such as Win. ITaco. Show, Duly Double. I\acia, and
Ouiiu lla, in all denominations, for up to 10 races, at each
ol several tracks. The bettor must specify Ins choice of
hack, race, hoisc, hot type, ai.d amount for each het he
wishes to place. Hie teller iiisl place the liet, validate the
bet iufoiillation, issue a ticket, and calculate and receive the
total money due.

The ticket-issuing machine must he able to enter a bet,
consisting of the above infonuaiion and number of tickets,
and in a shoit response time (approximately T-(» seconds)
isste a wallet-si/.ed ticket, with the punted data describing
the het. Ibis is jpcifcdduplication of the betting
piocethucs a bettot would have had to perform at an
on-hack site, withone exception as niciihnucd the
amount of data communicated at an oil-hack site isgreater
than that cnuuutuitcalcd on-hack

these steps can slow the oil hack o|Viation to about
two bets per uumnc, thus cicalmg long, slow-moving lutes
and discoiiiagmg the hctlois At this i.ite, the amount of
money a teller can take in is limited, thus severely
tcshichug the piotii to theslate as ano|(Gh.iek betting
opcijtot. Since a significant percentage ol die gioss must lie
tellers i.itscs costs almost hi propoihou to the revenue
generated.

IIns aihele describes the primal reipiueinenls for ail
oll-tiack helling svstem A in.ijor svslcm v "leuily msi.illed
in New South Wales in Aiishah.i and a second system to be
installed in Western Australia next year are also described.
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Mill Jalll

Typically ott-tiaek heltmg is canted out in two toims
Remote In.melt >=the*™ fcltm,: wheie the Ivttoi = s
picsenl hm.iselt to place bets or soiled winnings and
telephone heltmg when- heis goeu over the telephone aie
placed by an upeiator ag.imst the bet tin's account.

Central Control lunction At the beginning of each day,
the system is initiah/ed horn the cott.il uSlice 1ismg *i.iia
forwarded liom tie pievtous day m .iddition to the track
profile for the day. Munch ollices ate opened for business,
after winch Inane!) supcivisois and tellers may sign on to
the system. As the system functions throughout the day,
information is nude available to authorized personnel
concerning the status of individual tellers and branch
ollices as well as the system as a whole. Supcivisois nuv
also effect security changes within tlict aiea of
responsibility, such as inserting, no.lilymg. or deleting
teller information. At the end of the day, the system isshut
down in an oiderly fashion. Terminals and branch ollices
arc closed fur business, and any data such as track ptotiics
or winnings needed lot the following day isrccotded.

During system iniiiah/aiion, the day"s racing infor-
mation 1is galhcicd ami entered in the track profile table.
These records include ffor®"cach track) identification, laces,
race close times. lioisrs, hot types, pool summaries, witi.il
odds, allowances, and provisions for scratches, cancel-
lations, and payout amounts A dnectory of table cuti.cs is
kept inmam storage dm mg helling.

When the supervisor issatisfied that the system has been
correctly initialized, liemay piocccd io the established data
verification anil tesi pioccdmes and. finally, to the ope:.mg
of branch offices and the day"s bet lute.

Whether a branch oil ice opens automatically at system
initialization time oi hy a specific command at a later tune,
the system must infoini each hunch that the olf-tuck
heltmg sy .acm s ic.dy t" _ucept ii.as.ictionsami um —

a cash-on-hatid countei loi each branch opened. The branch
responds with a confirming message and lei inivals then may
sign on when they ate toady to accept transactions.

“llie ccuttal oltice also handles the mfoini.ition that is
exchanged between the track and the off-track heltmg
system, from the track to the olf-track system comes
information about scheduled taccs and horses, horses
scratched, i.ice cancellations, and race results; to the track
from the oil-tuck system conies the data Irom the hot
pools that is, the total amounts of money het on each race
ami horse

To scutch a hoisc. the system administrator enters the
track, race, and horse idcniilic.iliou. When the lunsaction
is continued, Ilie system llags the hoisc in the luck ptnlile
table and the horse tccoid in the track profile lecord as
scratched. The system ptevenls I'mther betting on the
hoisc. The hcts on the het tiles leui.im unchanged until
payout. At tlul lone, the Innsc is ircjlcd as a winner, with
the payout equaling the otigmal het. It a customci wishes
to redeem a het placed on a hoisc he knows Isscratched, he
should cancel Ins het. Ilniv, it*the hoisc is reinstated,
previously tnic.uicc!cd hetv go as placed

To shut down a track Ini conditions such as inclement
weather, Ilie olfti.uk heltng. system .idiinuislialoi inputs
the tuck u.iiiic and dale Once the entry is validated, the
system locates the Hack piohlc table and determines the
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litst race not >cl rim lot ilic IT.uk Ib* ucc rcennl s
marked <“€anceled™ ;ind llie payout routine pioiediuc is
performed. making the payouts equal k« (he original lids.

At a jiiven time hefote tin- iuco, usually a halt hour, the
tace closc-tiaiisnclioii is issued and the system ceases to
accept bets lor that tace. lhe i.uc closc-tiansjction can be
Issued either lunit the system tuning lunction or from an
off-tuck betting system administrator at the central
system.

When the system receives a race closc-tiansaction, the
track profile race record 1is located and llagged to
discontinue betting. The transaction then wails for a fixed
period, allowing any bet transactions m process to complete
their updating of the pool data. 1 lieaccumulated poo! data
is then transmitted to the system administrator. For m-statc
tracks, he passes the information on to the tuck, where il i
integrated with the on-Ir.ick pools. For oul-i f-stalc races,
the pool data is retained until the results entry transaction
iscompleted.

Alter a race has been run. the system administrator
-enters the results into the system, thus activating the
payout of winning bets, lie enters the Hack, dale, race,
finishes (up (o five in (lie case of some pcrfectas) and, in
flic case of m-slate races, the tiack calculated payouts.

Payout tables ate limit in computer memory, either from
(he track-provided payouts for instate tracks, or from
parimutuel calculations based on the pool data records for
out-of-state tracks.

The system displays the input data for verification of
content and, once correct, locates and updates the
necessary track profile information. A printed report is
then available on demand to the branch office supetvisor.

Helling Office Operations A teller signs on using %"
special entry procedure which nonually includes Ins
employee number and cash diawer balance on band When
all input liss been validated, the betting terminal may
process transactions.

A tclln signs off by a sign-off procedure using his
employee number. The system typically responds with the
closing cash diawer balance and the number ol tickets sold,
cashed, and canceled. Dale and time of sign-off and hours
woiked are also recorded. No further transactions may he
processed at that tcimiiul position until a teller has signed
on again.

1lie design of the betting and payout system
incorporates fast (espouse lime with accuracy The Ingli
volume of bets demands (lie ability to process bets and
payouts ipuckly.

I lie piim.uy input data consists of the tiack, day, race,
bet type, horse(s), and amount.

fbe bet is placed UMiig key-operated or uptical-mark-
lead terminals,and the data is transmitted to the computer.
Typically, the length of a bet message is Id digits plus
teimin.il and bunch idcutihcatmu. Using the track profile
table lor releieirce, the selection is edited lor consistency
such as (1) the bcltoi must select tss<> Imiscs if the bet >=a
daily double, (2) betting I'"i the selected race must be open,
(*)a valid hoisc number must be selected.and (-If the hoisc
mmt not li.isc been scutched, lor emus, the coinpulet
geueutec an expljnatoiv message to be returned to die
originating tcimm.il. svheic the message is displjycd or
printed, and the Itjiisjvliom is terminal id
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iccordo™. lho system logs the transaction, assigns a setial
number to the het, _i'll cr. aies a be! icc.ud couratnmg the
het <eii.il iiumbei. bet one,in (teller, hunch oliico), date
and tune, ucc date, li.n.k. tace, Imrsc. bet tspe, amount,
payout amount, payout location, and cancellation and
scratch inhumation. lacb bet etiteied also updates .
cash-drasver balance uiaiutaitied in the system for each
teller tcimival.

Along, ssith the c.ish-ou-h.iud maintenance for each teller
arc statistics such as Ins sign-on and sign-off times as well as
value and r.umher of tickets sold, paid out. and canceled.
These ate all tccorJded in the teller statistics file.

The hotting ticket is given to the bettor. The ticket
usually contains belting inhumation, the serial number, and
date. In the event of an error, the ticket may be printed
with an crmi message.

After the race icsults have been processed, all the
winning bets oi scutching tctuiids (or in tlie case of
canceled races, every bet on that race) have their payouts
calculated and written onto the winning bets file.

Normally Wm . Place, and Show bet processing ishandled
differently from other bet types. After the race
completed and before the results are official, a list of llie
probable winners isentered into the system. This isused to
extract all of the probable winning bets from the bet file.
When the final wiimcts are known, the small work tile is
scanned first ami the payouts calculated. This scan of the
bet file is also used to pteparc statistics on each branch and
number of tickets sold. 1 Ins makes use of the time between
race completed and official results, which gives faster
turnaround on payout.

On doubles, after the lust ra e liss been run and the
icsults have bee r declaied, (lie het file i scanned for dl
bets corresponding to the lust winner. These bets are
placed in a lie lot piocesstng atrei the second race ol the
double is completed. Usually all othet bet types such as
qumclla and triclla are handled by a single pass through the
bet file once the results have become official.

Statistics picpaicd dining these passes of the bet file
include the total number of winners, the payout amounts,
and the number ol tickets and amounts lor each pool.
These statistics are norm,illy bioken down by branch.

To pay out a winning bet, the casluer either keys in the
ticket senal number or passes the ticket thiough a special
reader. In any event, Hie serial number istransmitted to the
computer for venlicaiiou. [llie system retrieves the bet
rrcoiil ami venlies Hut it is, In tact, a winning (or
scutched) ticket that has not been picvioiisly paid or
canceled. Winning bets Hut have been paid oil by a hunch
ate m_)ifed on the winning bets tile so that any subsequent
attempts to pay oft tins het,will be (lagged IHie payout
amount is then transmitled to the icimui.i! lot punting, or
displaying. lhe [lellei\ c ididi.iwci total isdecremented by
the amount ol the payout.

If the ticket is not a winner, a descriptive message is
relumed to the terminal and the worthless ticket s
icttiitied to the Pettot lor Ins icvicw. In the case of a
scratched horse or canceled ucc, the bettor IS rclcmJed an
amount equal to Hieongiu.il wager.

|o cancel a bet, the senal number ol the bet encoded on
the betting ticket must be entered Upon leceivmg the senal
numbci ol the bet to be canceled, the system locates the
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from il poults), and updates ilic cash-drawcr balance (fur
a biam.it oiltec Km L

I lio hotting authority determines how lanj: 1 bet record
remains p.iv.ible on lire. Alter lino |*cii<d, bets _lie earned
only nil-line jihl wtuning tickets cjii he icdccmed only hy
mail or at j central location.

Telephone Itctin.g Operations llie telephone account-
ing subsystem performs llie administrative functions
teipiiieil lot telephone helling. Il is simil.u to a “hjukiug
operation”~in dial accounts arc opened 01 closed on written
antl10111 only.

Telephone account-opening, processing includes checking
the completeness and icason.ibUiioss of data, providing a
unique account ntimhcr, establishing a password, building
and adding a new account record to the telephone record
mfik, and (lagging the record to permil betting once the
deposit is fitm. The telephone Ivtting account file contains
all the details of the accounts that are needed during on-line
operations (that s to say. the account code and number,
the date and lime of lesi transaction, and the curtcut
balance), and il contains links to the day § transactions and
dividends. This file contains one rccoid lor each of the
accounts, so n can he accessed either sequentially hy
scanning the whole file or directly hy using a simple
algorithm to convert llie account number into a disk
address. This like isupdated continuously during the day"s
operations with all transactions--bets, dividends, deposits,
and withdrawals-which can affect the balance or status of
the account at any time.

Telephone account deposit requires iririon! of the
telephone account iccotd based on the account number and
passwMtid. The deposit amount 1is added to the current
balance in the record and the updated record returned to
the data file.

For telephone account wilhdiawal. the telephone
account record is retrieved on the basis of the account
number and password. The current balance is checked to
see if the withdrawal icgiicsl can be met. The euircnt
balance must remain above the wilhdiawal. Once the
withdrawal is approved, tin curien! balance is reduced by
Ilie withdrawal amount and the updated iccotd isictuincd
to the data Itic

Statements ate prepared as requested hy Ilie bettors.
=itev show opening balance, transactions ncctitimg in the

ml closing balance.

110 account cloving inquires positively identifying
ie l, I as defined by the over. logging all details of the
losing, deleting the account limn the ldes, and piep.iiinga
losing statement and a check (01 Ilieamount remaining, in

the .recount

lo place a telephone hot, the npculni at the telephone
betting station enters the cnviomer account iiumbci into
the system via the kcvhnaol and. 101 a valid account
number, the syvicm divplaw .1 p.iswwoid. account status,
dale and tunc of LM transaction, and account balance.

Once enabled, the uccoiinl 1 blocked to all othei

<« llie operator ihen irqucstv llie p.imwool I mm the
11 1 When Ilie pawvvotd is .ucepted. the operator
heltmg vr.toimaliou 1o*m Ilie het lot ami enters the

a; 11.1m

-] as 11,1, i, To lie Flowin 11 . ol
validates it as lor a hunch ollice tuusaclion with 11l
flililion.il check lo ensine ih.it the hets do not e,\c*vd the
customer account ba.aiue. Il the updated .iccoviut hai.iitoe
isncgaliw. llie last Irav.i. 0 " is reiected.

Ottce the bet is accepied. liie bet entry is basically the
same as to; biancit ollice bets but with three adlitior.al
considerations:

= 1he account balance isdebited with each het amount
instead of updating the teller cash-drawer balance.

= The bet rccoid cteaied is keyed to the account
number loenable later eteditmg of winnings.

= No ticket is geuetated. however, data is retained to
generate an account statement, If required.

As each be: iscntcted, the telephone betting file logs the
details of each bet. It also contains details of deposits,
withdiawals. and account changes originated either from a
branch 01 from a Telephone Hotting leiminal, or hy the
system by race result processing. All the transactions lor
any one account arc linked together lo allow easy retrieval
of any transaction.

Alter the last bet isentered, the system displays the new
account balance, the total value of the hcts. and the time.
At this time, the processors .update their telephone betting
status table ih memory 1is now updated to reflect the
tentoval of active accounts.

Telephone bet payout differs from hunch office het
payout mainly in itsmanner of initiation. When race results
become known, the entire telephone belting het file B
scanned for any winning bets on the results just obtained
As they are found, the het details are used to calculate the
payout, and they ,nc placed on the telephone betting
payout file. "lins file contains details of a'i the winning
telephone bets. Alter the race result processing iscomplete,
tins file is scanned, and the pawiit V , isevtiucled and
credited to the appiopn.itc account. While this is being
done, the file is linked 1l the same fashion as the het file so
that all the dividends for any one account can he easily
found.

To assist with telephone hotting inquiries, a display
fonuat file & used which contains the various foimats
displayoil on the screen in response to format number
entry, The functions llitt .ire normally entered include race
result, scratching, inquiries as to race status, or system
status.

Remote Off-1 iue Helling Operation A thud foiin of Iut
entry is made from wty lemote bunches using dial-up,
lelctypewriter-hke icrmm.dv llieddleiencc istliat the hets
are collated manually at the tannic hr,inch and only llie
collated data v It.msuullcd 1l incoming data inaccepted
and checked m the same wav as normal bets These bets arc
logged on the het file with special identitymg codes,

System Shutdown In advance ol anticipated system
shutdown, each hi.inch uipcmvni is uolilicd ol the
scheduled shutdown so that lie may lo inmate Ins own
opcialioti Ill an oideilv lashion At shutdown tunc, any
terminals and m bunches «ill open are closed antonuti-
call) at the Imivh of the bettor transaction 1l process.
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VN Mem shutdown, il*» ~ysit-in semis siimmuy ui‘cmmlu
Hillil 111 Tie In.11ili i311CC X1pCIViIsnt's IC LI 1il prcveil *
ftuiher processing Inun iii.ithunch.

When (lie network activity ceases,

activities begin:

L el .ind piml inturillation to he luiwarded to the next
clay is temiileil.

2. Itei iccunls for the day"s races arc reorganized to
include only those ti"ipming payout.

L Payout reemds that have passed the system retention
date (typically one inonlli) aie purged lo the unpaid
archives lte.

4. A message iswritten to the master system tcmrutal!
indicating the enmplciion of system shutdown.

housekeeping

lhiiing the day 3 n|H.*ratin"i. a tiansniissjon file is used
which contains output messages I'm the teletypewriter
located at the blanches. These messages may eitliet lie
specific messages dealing with a branch3 operation,
statistics, or lisvilities, or may he general broadcast
-messages such as tace results, changes, scratches, closed
tracks, and system shutdown schedule.

Additional repml inloiillation s made available as
rcipiircd and on demand at shutdown. Examples arc as
follows:

= tickets sold hy typo/amount, hy lellcr/brauch/system;

= cash on hand hy teller/hi.inch/system;

= branch liability, when tace results are known;

= selected pool data;

= telephone account status.

At the end ol the operating day helore system
shutdown, inrormation items are selected, grouped, ami
smlcd into a new seiliienee foi lepoits of varying detail,
sueh as:

= gsvstem ligbility lepoi 1.

0 accounting tepoils hy location;

= average het amount;

= lace activity;

= telephone account stalemeut;

= average miiuher and ficijueiiey of hets per bettor

(telephone);

= hets hy track.

= hots hy type and location;

= het cancellation hy locution;

= payouts B\ locations;

= pinged pay litlLets;

= hiam h ollice activity comparisons:

= liomly hialls"ll ollice activity.

I"idlhack, Trim [licensery, and [Iesi.ui llie system
attempts to piesetve data mtegiily and mmimi/e
uiconveiiieuce caused hy some taihues Ilhgh piunity is
given to icciivcermg pool data snue the nllii.uk operation
is liable, lor piaclic.il pniJ™>i\es, foi the tiak. payout
ainounls on rates wheie pools aie combined In addition,

ciiMonl hets. Hack piolilcs, ami statistics must lie
rcc nsvred
llie tenii.il ssstem s usually duplexed, allovsmg

coiisideiahle eipiipmeni tailuie helore any general cllcel is
noted. As mote ami nioie units in llie icntia! piocevsmg

3

s\,nm Liii, ,» I1-( Jiig1l ;outtions an?~ i
iliopped until the < stein is just collecting hets, logging
them, and pooling them

One err. de-agnaiid the master, outputs mess.-pes to
the teiniinals lhe eouununieatioii contiolleis att.o lied to
the ssstem tlcietl ssstem taihues hv ensunng that thcs aie
polled mi a legul.n hasis K\ hoili (]1\. .Should the master
tail, the subordinate immediately becomes the master,
while il the suhoiduiate tails, the master merely takes note
of the tact and commences to update tir* sulundmate disk
filesas well as itsown.

lo minimize the cllect ol a disk dnvc failure.each set of
disk duxes (one pci (I'I) has two copies of the control
piogram and application pmgiani.v Also, ifany disk dnve
I.nls on the mastci t 111, it begins its use the cotiespondiug
drive on the siihoiilniale In the event of total lailute of
both sets of disks, the sssieui is reduced to the input and
pooling ol bets ami logging them on magnetic tape. This
tape can he used at the end ol the day Ilot the
reconsttneturn of the d.sk tiles that slmulJ base been
created dining the day, li.eie an* a number of tape duxes
on each Cl U, and ifone should fail, llie CPU automatically
uses another.

If the lute printer being used lor the output of collations
should fail, the computer opcrnint can manually switch the
other printer onto the masici in place of the defective one.

In the exlieme case svhcic both sets of dok dtives have
failed, or t the same disk dnve has failed on butb systems,
the off-line recovery procedures an* executed ai day end.
The magnetic tape containing a timc-scqticnced log of the
day & hotting input I read into the CPU, and the bet
messages aie svoiten lo the various disk files. Once those
bet files have been icgouctaied, it is possible to pci form the
race result processing. lbus a is possible, via off-laie
iccoveiy, to achieve ihe same day-end pmccssmg
completion as would have been achieved without the
cipiipinenl failure.

TeimiM.il taiinirs it a hum aie rccovcicd tinoMgli
phtg-loi -plug itplacemi nl ol a detective letiiiiil silli a
known good toriniii.il 1imn a central pool.

Current Now South Wales System

The system tuiienlly installed in New South Wales
(NN_W.) itds specialized haidw.uc to handle the high
|vr minute now and the I™>7S piujcction is 1S.tJ00 hets per
minute,

Illie NSW. ticket terim.il \s.is designed and built hy
Amalgamated Wuc of Aiisliaha (AW"A). The letnun,d is
key™driven on a mimene L. ™hoaid hoin paper helling, slips
Idled mil hy the bclloi helme lie leaches the vsmdow. A
gas (Indulge display ol up lo 12 iligils displays the bet lo
the opeutoi dining keying. llels aie lianMIlitted het-at-a-
lime at IMI lips IX" signalling to a leiuntc mulliplexei [llie
punier used is an adapted adding machine punt unit llel
iiilniillation punted mi the ticket is taken ductile limn
keyed data Hiiouglipiil isducclly dependent on the skill
ol the opeutoi in gelling the data correctly lumi the
customer auJ keying it coiicitly.

COMPUTER



- < m ij, 1 vd . - - «Kf 441
(U thiivitE HIM .Vi70 b.ill Sol <=\lipli lhitis tJironth
(our IUNI ,«"W7 ("omiuouic.ilious (oulinllcis iviili a fittitas
standby) mi the AU A. lelcispe.* and I"clevt lcritiuials
(Figme Ij.

Telephone hcl lirp, is handled v 8, terminals also
supplied P> AWA wind M arc a modification ol llie cash
belling iciiiun.il.

Fach of 1llie four HIM 7§ pcilnitns identical
functions and lianllcs a maximum «Ff4iK) communications
lires. *Lheir uuin functions aie as follows.

= Line conltol procedures lor llie saiious terminal

types.

«

tf."Hi>oicnd iruldn.iil. of International Iumiivss M.ichiiics Coipo-
rarmn

*1 r.idkoni.itk of Ilie Icivt) pe Coipoullon.

(Trademark.

All terminals are ONE PER LINE basis

- |I< sc. ;0 mi.hiin,; Ivi.vit.i ,-e uimauls .mi me
CPUs.
I = Code conversion. All (1Tl outputs lo llie J jij7 aie in
1 1ICDIC wlnie |lje 1BM inputs lo llie C'I'll ate
either LIICDU"or unsigned packed decimal.

All incoming messages .tie blocked in each HIM x»5o07,
and al iiequciil iitlenals the (1I'N'sask lor any completed
blocks. Cn receipt ol a block of messages, both cenii.il
processors lusi validate each hci, (hen add it to the
appiopnatc pools, and then generate llie het ticket nuruhcr,
which is sent hack lo the coniinnincaii "iis controller for
transmission to the ictmmal Thus, while llie branch &
printing the het ticket, llie hot details are being placed into
J disk buffer area in (he i TU for logging oil the appioprulc
b:t hie.

Although fuliy hatdwaie duplexed, on “i]iiiel" race davs
Ilie system isrun in simplex while the second system isused
for progiam deselopmeul. hi case of failure, the second
system can be made ready wulun seconds.

900 Cash Belling 350 96 Telephone 80 telex
Terminals teletypwritcrs Betting Terminals Channels
1
16 X 1BM 3970
Line Interfaces-Patch - Switch - Etc.
200 Lines Interfaces
1UM 1BM
3907 3967

figo*™> L New Loulh
October 19/4
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live dines givmc a total c.ipacitv ¥ 1-15 million bytes Ol
(Ins. 200 cylunleis ,uc allocated lot het liles. 20 cjiiudcis
for telephone betting. and 140 eylmJcrs lor winning hels
and paid tickets. In addition, p.uls of two disk dio"cs ate
used for control program systems residence, applications
progiam residence, and work tiles.

There aie two Il kh tape diises on each I'19. Their
primary purpose is the Jumping of disk lilo at day-end lor
historical purposes and Ilie leconstiuclion of aday 3heltmg
activities as may he required for audit purposes. During
penods of on-line operation, one tape drive on caeli (IT is
used for llie logging of all system inputs, lo guard against
the loss of data in the unlikely event of failure of both disk
conltol units. *

The lire printer ivused lo list boise total investments at
the same time as iliev aie ti.iuMiiilled lo the control cemei.
The card leader isused only tor the mpu: ol meeting and
race initiali/jlion data at the commencement of each day.

*Future Western Australia System

_ The Western Austtalia (W.A.) system is scheduled for
installation in late 1975. To iiictcasc llexihility and
throughput, they are taking a different lack entirely—

To 100 On-line branches

# 1fURE 2. Wi lam Auillraliia TAIL
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bunwll by using optical! in.nk leading and staudaid system
bardwaie (I igme 21

Ilie bellois place lets In in.n-.nip their sole. In-Its i
IBM Svstem )m"e piper vatdv il ..-me 1, or |oiip-r c .rd
stink lot complex hets) .mil i-iseitu e them duectlv into the
leitUtiial. 1lie teimin.il, an HIM 5"h»1-1 02 Ticket leii.iinal
(Figure D). leads Ilie pencil inaiks and transmits them at
12D bps to a i-inoi.- multiplexer. Alter \eiilic.ilin:i a.id
"editing, print inloint.iiion is iciumed over the telepu-ces*
sing line to the teitmual to pnnt tie heitoi”s selections on
the same card (I igme 5) Besides the entry method, a
second major dilfciciuc is that the system also punts a
unique inachine-ielel.ihle bar code on the betting ticket,

/which identities tins p.iilicular het Invalid het tickets aie
returned with an crrm message across the top, deseithmg
Ilie eiioi. Ue.isous for leii-cimg tickets include nieompleie
inloimation (such as only one L -js marked lot a d .ly
double, sciatciieil lioises. invalid let amounts and © jv>,
race already closed).

After the race has been tun, the bettor .inserts Ins bet
card back inti* the same teiiuinal (or any teiminal m the
system), and this lime the previously printed b.u code is
icail in coii|Utteiiou with llie mntked information. T ins bar
coded serial number isused to look up the bet in the win

COMPU IETft



Figure 3. 1UM 5934-T02 Ticktl Termm.il
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WIM end PLACE
Card 1 shows till' marking lor C.irquhOWS thEin,iﬂ(m i,iml
a trotting rji'.t"at Sydney lor priﬂtin'/Wifh ﬂEh.ir<mle On
i:holsi' H 1? in lhe ninth r.ice. ﬂEﬂWilhue Jhepresence
A 20 dollar liel (o v.m and a Ofthe/mining indif.les this m
20 iloll.u hilt lo place. 1hn het h.n heen entered .mil
C.irtl has not Iii.i.iientered into accepted .-Ba \ﬁilidrEt.
the reader/printer.
Figure 4 Mjrkril Cerd Figure 9 Vulrdewd Cerd
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file. The iciumcd information punted «u iliecard indicates
“Tuil .1 winner," or tl.c amount ilie Ivilor won, or (m llie
ease of fiaiitl) ii prints “Jlrcadv paid™ (I igure (=

Ilie bettor can place a niiinl & ol hci\ on one caul (for
example, bet horses *L. 5. and beach lowm lot $"). and lie
can place a number ol hoi cards together mio tlio 5934
-liopper. In fact, lie can mix previous winning bel cards Iroin
piovious races wiili bels on future races and llie
self-totalizing ability of the svslem will tell (lie operator the
riel amount to pay mil or colled.

Ai the branch ollice end, the only change for new bet
types is new card stock; no modification is lequued to
installed hurdwaic. In addi ion, llie key-driven terminal
rctpiucs one operator per terminal, wheieas two 5954** can
"be driven by one o]viator making change at one machine
while Ilie other machine is processing a different bettor"s
catds.

besides these obvious features, the Optical Mark Kejd
(OMR) approach offers a reduction in operator errors,
increases customer confidentiality, reduces the total
number of belling tickets through Ilie use of multiple bels.
provides the operator with totals, and provides horse names
on betting tickets as an aid for bettors.

One huudied metropolitan branches equipped with 1BM
59.14 Terminals will connect to three [1BM 3705
Communications Controllers. In standard operation, each
3705 will support onc-thiid of the on-line agencies.
However, in ease of a 3705 failure, each of the other two
provides fall-back for half the load of the failing unit.

A Systcm/7 piovules an inteiface to In Telex lines.
Remote hclimg offices will transmit their collated holdings
via Telex to the contiol center at event dose tune.

IBM 3277 Display Stations aie used to seivice telephone
betting customeis and lor the control luiiclion.

Hie system will eventually be requited lo piocess 6000
bels per inmute. This represents 100 transactions per
second.

Can/ -7S/r0iVSOurn|.uk im/ @nd
included in the pnutiiK) i\ the

dividend ft,m | for Ihi\ lirt. lhe

h.lrcode /ialbeen voided .

fijtiir € Vonlril Caul
30

In the I1BM System 370,"].I5 CIT's, 1 higlipiiuiiiy
\11ILI01L s icgitiicd to pintc.ss transactions fjom the
updates colt.ilion table®, conliols the logging and iclnov,il
of bets, and coimiuiiiicales to the M.iu.igemenl Inloiinatioii
System CICS p.utiiion

As many as lour [IBM 33-10 Direct Access Stoiage
Facility disk dtivox will hold the ticket tile to uim;mi/e
contention duiing ciitical payout penods Othei tiles may
be resident on the dnves piovuleJ low access lequiiemeiils
are specified for them. Ilansaclions aie logged on the 1BM
3420 Magnetic Tape Units lor audit and lecoiistiuction
purposes.

lire 1BM 3705 Communications Controllers arc attached
to"the System,"370 processor chauueb and provide the
teleprocessing hue conltol and piocessmg funciiou. Hncli
contioller can contiol 50 12"0-lips le.is.d laies. Should one
unit become unserviceable, then lines lioin this unit can be
switched to other sciviccjhlc units.

The controller executes a network control piogram,
which provides a wide range of functions and iclievcs the
processing unit of the teleprocessing workload. The
network contiol program also piovides such standaid
functions as control character recognition, hnc-timcoul
control, error checking, code translation, and dynamic
buffeting.

Conclusion

To handle the widely Huctualing high volume of bets
from the general public, tin OTIl system must have the
three charaeieusiics provided by the Australian systems
desenhed 11l this p.ipei

= Unique application oriented devices to eliminate

expanded tcllei lequiiemeiils (and human euois).

= A data pin»e"inj and telccommui.nations capability

= A completely tellable backup and iceovely system to
piolcct both bettors and Ol B inaiiagcment. u

Stephen 1. thimh n Manager nl Ciimiiiii
Itmlinl® uni 1 Athl"uiy @in"imii it die HIM
Gl M Talimilngi - W Inimilid, u lieie le
5 itteid4 tClhinidly Im planning il
developing mu,pie prml | tliflini* Ini Ihe
gimme aull> Suite inming 114 - Wit licld

y
\e s, *\* 1 mi 1k livi>miind nl 1 tmpm.
4, - i-.1 lonunl il diiinidiel lest laiig.nigc .wil a
lanty of vMtnlidied wiHInlli-it sl m iinfiglci/cd &1
JooIn.iliniiv lie in Util mill X tune lile fijilisalim tirui e
tiuveiMly nf Ilii'kt {nliiiklm 1M1 Cmn ml) In-n iraslelini®
an jdi.uned iliTiie in the (ngillid Sinine fiiuly at lle
UIINE"I™il) nf Inf,mill.

ik ita memhi-r nl W11 uni e I 11 Cnibpiilei S'mi-Iv. lie
IV Pteneil 11 HIM 1P CGin, I Inittulmtnm Aw Jiltami hat liten
Hiciidii- Im a inmiher nl ineditinii dmt, nme» pledllcli 1 e
HIM letimii.il 1IE'1,,G6re inlien] tin tifiient mleietl” im hide
jrihilned mie lineme. pLInnl illy with leipii 1 In _iillmialK" program
pitiviiic ainl tune Tiingmlnm
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P.O. BOX 1008 NOME, ALASKA 397£2+19671 443-5252

April 30, 1975
Representative Bob Bradley Representative Terry Gardiner
Chairman _ Chairman
Hoxise Commerce Committee House Judiciary Committee
Pouch V Pouch V
Juneau, Alaska 998l Juneau, Alaska 99511

Dear RepresenJ”tives Bradley  Ga’di™er:

Gentlemen, House Bill No. 381, "An Act\/relating to the ac tivities
of the Alas™aT an-sportafcion Gommtrrglor; and providing for an
effective dato"7~has been brought to my attention.

In all honesty, the proposed restrictions that would be imposed
on the Air Taxi Services would have a detrimental impact and ad-
verse effect towards the people within the Bering Straits region.
They rely on travel and freight service that is needed and essen-
tially, in addition to the scheduled airline, that is presently oper-
ating out of Nome. From East experience, the scheduled airline
has a heavy demand and schedule that they must meet to give the
villages adequate service.

If House Bill No. 381 is passed, it will impose unnecessary hard-
ship, inconvenience, and an additional expense to the populace;
that is so dependent on the Air Taxi Service in addition to sched-
uled airline service, to and from the villages for travel and freight
service,

The Air Taxi Services that serve the Bering Straits region have
given commendable, dependable, reliable, and personal services
to all concerned. Their availability to the BSNC staff and Board
for travel has been a convenience and a money saver to us. If
House Bill No. 381 is passed, it would create a monoply control-
led by onefparty. This would also have a detrimental impact and
adverse effect toward the Air Taxi Services throughout Alaska.
Competition is a must to counter-balance the quality of services
rendered by the airlines.



Representatives Bradley & Gardiner
Page two
April 30, 1975

The Bering Straits region would like for you, gentlemen, to have
it 30 down on record that we strongly oppose House Bill No. 381
and urge that it is defeated when it Is brought to the floor.

Sincerely yours,

President
JT:Im

cc: State Senator F.’ank Ferguson
Representative Larry Davis _ _
Air Taxi Operators, Bering Straits region
NANA Regional Corporation



29 April 1975

Bob Bradley
Chairman, House Commerce Committee
Alaska Btate House of Representatives

Dear Sir

The City of I'oyuk strongly urges defeaV®of House Bill #33170

we Teel that providing the scheduled ai“earrirer” vri-th-errch an
advantage would not only be unfair to small air carriers who serve
our village, but would also result in poorer service and limited
freedom of action* Vie feel that this bill In its essence is
contrary to the principal of fret enterprise* we feel that the

5 day a weel. schedule is in itself a dubious proposition as we
have evidenced that the scheduled air carrier which serves our
village quite often 1ioes not appear on scheduled days, while the
smaller air carriers do come*

Bincerely,
m | fU

jhavid Otten, Mayor
city of Xoyuk

Senator Frank Ferguson
Representative Larry Davis

The undersigned council members and citizens of Xoyulc, u
defeat of House AL #381.



ilonorable-Rgl)(gLr{nB\pédle?, Chairman
Commerce Committee

Alaska House of Representatives
Pouch V

Juneau, Alaska 99801

Dear Mr. Bradley;

I strongly urge you to not suppo”™H. B. 38I. If Jhis bill becomes law it
will set communties like Craig back several years.

Letting only scheduled carriers offer seat fare basis Flights strangles
competing non scheduled carriers. It also reduces service to the people

of the many small communities in Alaska. Why change a good thing for some—
thing less. The way it is now a person can fly to town almost anytime he
chooses and go in by fare basis. Isn™ this what we have been striving for
all these years, better transportation for Alaskans.

I am sending copies of this letter to Representatives Oral Freeman,
Terry Gardiner and Governor Hammond hopInL chey see that supporting
H.B. 381 will be a giant step backwards for flying Alaskans.

Representatives U
Terry Gardiner
Oral Freeman
Governor Jay Hammond



r. Robert jjrailey h? m
Chaln&ftn Commerce Committee oA
BOUGH

<Junerci, Ala ke 99301
Dear Congressman 3mdiey:

re Don"t neel anymore Jovepiaent "interference wit 1
free enterprise. DO j~r paaTjouso bill 331, t*>y propooeo

tp eliminate sert fare rates fortir Taxis to points bein~;
servol b/ sohe luled carriers.

Sincerely,

f4Gobi *



hr. Robert Bradley

Chairman Commerce Committee
Pouch V

Juneau, Alaska 99801

Dear r. Bradley:

I am opposed House Bill 381 that proposes to
eliminate Air Taxis beinj allowed to charge se; t fares
to joints serve! by scheduled carriers.

3uca action would severiy limit competition and be
a "x»<t inconvenience to The Traveling Public, who are
frequently better servei by the Air Taxis tinn by the
scheduled carriers.

Sincerely,

73

s-tfc fls/u-0



nfty 1, 1975

r. Robert J3raile.y
Shairman Oonrmroe Jommittee

Pouch V
Juneau, Alaska. 998J1

Dear _iu__iralley:
,"io obviously being pushe 1 by a PE-.V scheduled
air”Jarriers for their own economic benefit.
The detrimental effect on The Traveling Public should
be onsiiered. Travelers Likd to know wn t a trip 1is going
to cost precisley. "eat res give tleni this cost spoiled

out in easy to understand terms. Donll eliminate re-t T re.

f ,r Air 7 :xis to points servod by aohelilo 1l Air Jmicro.
any of the problems broight on by scheluLoi carriers arr
r. rer lit >f >oor rcrvice not 1- ck of potenti- 1 customers.

Sincerelyf

$opt.
LAocJdrPJ/'l j a3~ 7j
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May 1, 1975

Mr. Robert Bradley

Chairman Commerce Committee
Pouch V
Juneau, Alaska 99801

Dear Congressman

We Don"t need anymore G-ove“rmient interference wTt,
free enterprise, DO NOT pasjs house hill 381, that pr

to eliminate seat faare rate”r”~”-iulLTaxis to poin”ot
served by scheduled carriers,

Sincerely,

REVIILA FLY!i!G SERVICE
P. 0. Cox 251S
KETCHIKAN, ALASKA 99901



Mr. Robert Bradley
Chairman Commerce Committee

Pouch N,
Juneauf Alaska 998511

Dear Mr. Bradley:y

( HB 381 1is obviously being pushed by a PEW scheduled
Air~Carrigja<fpr their own economic benefit.

V The detrimental effect on The Traveling Public should
beNeensidered. Travelers like to know what a trip is going
to cost precisley, seat fares give them this cost spelled
out iIn easy to understand terms. Don"t eliminate seat fares

for Air Taxis, to points served by scheduled Air Carriers.
Many of the problems brought on by scheduled carriers are a
result of poor service- not lack of potential customers.

Sincerely



Mr. Robert Bradley

Chairman Commerce Committee
Pouch V |
Juneau, Alaska 99801 ,-~—-\

Dear Mr. Bradley: f
I am opposed to Houde Bill 381 that proposes to

eliminate Air TaxisN”eing allowed to charge seat fares
to points served by scheduled carriers.

Such action would severly limit competition and be
a great inconvenience to The Traveling Public, who are
frequently better served by the Air Taxis than by the
scheduled carriers.

Sincerely,

REVILLA FIYfFiG 52.1VICE
P. 0. Pox 2516
KETCHIKAN, ALASKA 99901



Khairman Commerce Committee

Pouch V
Juneau. Alaska 99801

Deaf"Mr. Bradley:

V. HB jé&Udrs obviously being pushed by a FEW scheduled
airCarriers for their own economic benefit.

The detrimental effect on The Traveling Public should

be considered. Travelers likd to know what a trip is going
to cost precisley. Seat fares give them this cost spelled
out in easy to understand terms. Don* t eliminate seat fares
for Air Taxis to points served by scheduled Air Carriers.
Many of the problems brought on by scheduled carriers are
a result of poor service not lack of potential customers.

Sincerely,

REVILLA FLYING SE3VICE
P. 0. Bex 2516
KETCHIKAN, ALASKA 95901



Paul H. Breed

d/b/a_ FLAIR AIR

Box

Klawock, Alaska 99925
April 24-, 1975

Representative Robert Bradley
Chairman Commerce Committee
Pouch Y

Juneau, Alaska--

Dear-Mr. Bradley: }

/ xiouse Bill 381 is obviously being pushed by The scheduled
AiaPri-e-raT,-tn. give tnem a competitive advantage over un-—
scheduled* Air Taxi"s.

They already have the Tariff protection that no Air Taxi
can charge less, to the points they serve, tnan the scheduled
carrier.

They now want to eliminate unscheduled Air Taxis being Allowed
to use seat fares to or from the points they serve. This
effectively would give them almost a monopoly, 1in well traveled
areas, because the pubLie wants the convenience of seat fares and
to know exactly what its going to coot to go from A to B;. A
seat fare tells them this. On a Charter basis they don"t know
since the flight time varies with the weather and the cost per
person varies with the number of passengers on the aircraft.

Don"t try to bolster a Few scheduled Air Carriers on routes
where no schedule may even be necessary at the expense of
healthy Air TAxi businesses, that tne pyulie is supporting.

I"ve shown The Provisions of 381 to"JeveraT<of my passengers
and they were all horrified that The State was even considering

medling in such an area and virtually eliminating their right to
choose who they can fly with, through economic manipulation.

The CAB eliminated The Publics choice of what airline they
flew with when they gave it to Alaska. Don*t let The State be
guilty of eliminating the publics choice of what Air Taxi they
fly with

Paul IlI. Breed dbn FLAIR AIR

ce. Governor Hammond
cc: Terry Gardner
cc: Oral Freeman

PR/bb
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Rep. Bob Bradley FROM phone: 789 9160, Juneau

Ala&ka Legislature WFD{NE'M ||\€

TO
) BOX 272
Juneafli, Alaska 99801 HAINES, ALASKA 99827
aiRTFrrr House Bill No. 381 DATRApril.17, 19.75

Dear Bob:

We are very much opposed to this bill. It would greatly reduce the

service to small communities. It would also be detrimental to our business
as the customer..always..wants to Know the exact amount his trip will cost
him. If this bill passes, we would have to tell him that the price from
Haines.to_Juneau could__he anything from $16.66 to .$75

We have several wltneas.nS-.from Haines and Jup,ean who are anxious to
testify on this bill, so vie would appreciate youir-3re*tJL[ig us know of

.any Hear!jygi

We nan he rsanhftH at. thp phnrm mimhsr ahnvp,

DATE SIGNED

., INC.. BROOKLYN. N. Y. H#* THIS COPY FOR PERSON ADDRESSED



= CRAIG CITY SCHOOL DISTRICT

STANLEY L BIPPUS, Superiintendent P 0. Box 166
CRAIG, ALASKA 99921

Mr. Robert Bradley

Chairman - Commerce Committee
Pouch V |
Juneau, Alaska 99801 1

Dear Mr. Bradley:

I would like to comment on a proposal that 1 have heard 1is
being considered - i.e.- the elimination of seat fares for
air taxis not licensed as the scheduled air carrier.

I look upon this move as a way to cut competition and make it
easier for the scheduled air carriers to make ends meet, which
I agree, 1is important in order to continue providing scheduled
alr service. However, the scheduled carriers in my opinion,
need not suffer from their competition if the quality of
service to the public remains the same. What we have seen
here 1is an air taxi providing friendly, amenable service

and the scheduled air carrier decreasing their service (in
terms of smiles, friendly assistance, etc.) apparently

with the feeling that their being scheduled would guarantee
them customers.

The air taxis already cannot charge less than the scheduled
carrier, this 1in itself seems to be plenty. I would certainly
be opposed to a further reduction in competition, because
instead of 1increasing services for the people, decreasing
competition decreases services in a capitalistic systen.

THE KT1NG SALMON CAPITOL 0 F THE WOoUuwLTD



Skyways Hies .
0, schedule again

Southeast sttJ™ “y*(h”~ o fli8 hts
its re*ular.sh office al the airport
adaV"andi t a F, Marsha
. N -
jsamgg_Cn agent ng the airfire, re-
polled t°day. roUting for

UoWeVv ¥aly depending upon
fBghtS r  nights may go Juneau-
H1e séigﬂw%—\]uneau .or \5uneau—

aines-Skagw r Junéau-
Skagway-1lames-June.u ¢

Haines-Skagway-1>a,nes®

The council went on record as
opposing House Bill 381 which
would prohibit air taxi services to
charge seat fares on runs which are
served by a scheduled carrier at
lesst five days a week. The route
between Haines and Juneau issuch
aone.

HOUSE BILL WOULD STOP
AIR TAXI SEAT FARES

House Bill 381, introduced into
the Alaska House of Representa-
tives, would not permit air taxi
operators to charge seat fares on
runs between points served at least
live days a week by a scheduled
carrier.

The legislation would affect air
taxi operators who fly Haines to
Juneau. Both LAB Flying Service
and Fox Air Service/Capital Air
presently charge seal fares.



Mrs. H. A. Kebert
P.0. Box 89
Haines

Alaska 99827

28 April 1975

Mr. Robert Bradley

Chairman of Commerce Committee
Alaska Legislature

Juneau, Alaska 99801

un-named (brave soul ?) that introduced
the Alaska House of Representatives?

»use Bill #381 feuds as follows from Chilkat Valley News, 1/24/75:
JHaufrerTFiLl #381, introduced into the Alaska House of
*esentatives, would not permit air taxi operators to charge
it fares on runs between points served at least 5 days a
week by a scheduled carrier.” Unquote. HOW ABOUT THAT?

Is it not customary for the Representatives nameto appear with
his Bill in print for public knowledge?

Perhaps in this instance - it is the fault of our newspaper, but
I sincerely doubt that.

What has or 1is happening toour free enterprise system?

When will some Re tresentive get a wild notion totake awayour
ferry system to force us to take the "scheduled carrier™?

Our present "scheduled carrier”, when "they"™ took over about a
year ago, stated "they" would have 1i.e. J-

5 flights daily - Juneau, Haines, Skagway, Juneau -
Juneau, Skagway, Haines, Juneau, etc. to enable
passengers departing from Juneau to connect with
other airlines.

Then - in a very short time of 5 flights daily "they"™ cut to
3 flights daily

Then - 2 flights daily

Then - 1 flight daily and when "they"™ did that - we at this part
of Southeast Alaska were forced to phone Juneau to make reserva—
tions for "their” 1 daily flight per day (if they were able to
fly at all on their 1:45 PM flight) and for connections with
other airlines as "they"™ closed their office at 4 Mile. "They"
were closed only for a few days but it was very inconvenient



I am not aware as to how Skagway or other communities, up and
down the Iline have to manage but 1 am sure they feel the same
as we do.

Do you know that a person can travel to lower California from
Haines in 1 day by connecting with the early morniag flight
out of Juneau - via private carrier these days?

One is unable to do that with 1 or 2 flights daily with our
"scheduled carrier™ which just commenced 2 flights daily re—
cently, again.

fou are forced to overnight either in Juneau for the early
morning flight or overnite in Seattle on the afternoon flight
from Juneau to go south with our present "scheduled carrier”
and "their"present 2 flights daily.

What does one do in case of "EMERGENCY" whereas it may be a
e«tt*r of LIFE or DEATH?

I, for one, hope that 1| shall not be forced to travel with our
present "scheduled carrier”™ in time to come.

1"1Il take the ferry first (if we still have a ferry system) 1if
I can no longer charter a private carrier of our choice.

It would be cheaper by ferry and since you would have to over—
night 1in one place or the other - what would be the percentage
of buying a 30 minute ride via "scheduled carrier” to Juneau?

P. S.

Neither myself or my husband are affiliated, 1in anyway, with
any private carrier.

Sincerely,

Mrs. Marjorie P. Kebert



FOSTER

BOX 1028 «NOME. ALASKA 887* <PHONE: 807-443-8282

Bob Bradley
Chairman, House Commerce Committee
Alaska Sf-.ate House of Representatives

Dear Sir,

This company strongly urges defeat of House Bill #38|>x It is a blatant attempt
by the scheduled air carriers to completely monoenoTlze the air traffic market to
their advantage at public expense.
Foster Aviation revenue from individual fares in CY/IL was I.e., approx—
imately 15500 to 2000 passenpers were carried in the Nome village area by individual
tariff rate. A majority of these passengers were accomodated on aircraft chartered
by other apencys that had seats available. Thus, if House bill /Bl becomes law,
then the scheduled air carrier serving Nome area villapes need only schedule each
village five times a week to completely monopolize village traffic, since it would
be illegal for us to provide passenger and cargo rates. We would be limited
exclusively to charter service. Not only would it be detrimental to our company,
but the villages and Nome would suffer, e.g., 1f a passenger misses a scheduled
flight to a village for any reason (i.e., aircraft full already or hi3 schedule
doesn*t coincide with the scheduled flight, etc.), he would have to wait for the
next scheduled flight or else charter an aircraft, even if we already have an
airdraft on charter with seats available going to his village. Also, our aircraft
frequently pick up individual fares from the villages while on charier. The law
would make thid service illegal. The law if enacted would force the individual passenger
to fly only the scheduled air carrier and, if the passenger for some reason is unable
to make that flight, forces him to wait for the next schedule or else charter an
aircraft even If thi3 company already has seats available on another aircraft, on
charter. Thus, the law forces a passencer to fly with a particular air carrier,
leaving him no freedom of choice, with the distinct possibility of obtaining either
poor service at fare rates with the schedule or fast service at charter rates---
evon if the cost is unnecessary. Also, if the bill is enacted and a five nay per
week schedule is made by a carrier, the question arises: How is the public to be
served by fare rates when a particular village(s) is not on a schedule for the other
two days of the week? Individuals would be forced to charter.
At present, an individual in the Nome area has the freedom of choice of travelling
by fare with the Munz schedule or via Foster Aviation, Nome Flying Service, Northern
Aviation, or Teller Air Service, Olson & Sons, or Unalakleet Air Taxi if in the area.



His chances of obtaining fare rates when he"s ready to travel are obviously
much preater with seven air carriers then if he is forced to travel fare rate
if Munz is the only carrier.
Excluding Kotzebue, there are seven air carriers serving the Seward Peninsula.
House Bill #381 would effectively limit all passengers travelling at tariff
rates to Munz Airlines. In this respect, one of the prime concerns of the
Alaska State legislature should be to grant air carrier authority in order to
serve and not to restrict public necessity and convenience. In this regard,
the small air carrier would suffer in this attempt at public expense by the
scheduled air carriers to obtain more business for themselves through legislation
and not through the concept of free enterprise and competition.
In summary, the bill if enacted would serve to only one advantage  that of the
scheduled carrier. This would be detrimental to the air taxi operator and more
importantly to the public, which would be faced with:

. LIMITED FREEDOM OF CHOICE with whom to fly at fare rates.

2. (a) LIMITED FREEDOM OF ACTICN OUT OF NOME since to fly at fare
rates one must wait for a schedule even if knowing that another
aircraftwould be available more convenient to one®"s own schedule,
(b) LIMITED FREEDOM OF ACTICN OUT OF THE VILLAGES since to fly
at fare rates one must wait for a schedule not knowing if there
would be room for you once the aircraft stopped at your village,
due to the unpredictable rate of village passenger traffic, even
if knowing that another aircraft not on schedule was available
and could accomodate yon,

3. POOR SERVICE, TF DESIRING FARE RATES, since one world have to
gear his own schedule to that of the scheduled carrier, even if
other aircraft were available convenient to you.

g, HIGHER RATES, since if one could not make the scheduled flight,
he would be forced to charter an aircraft, even it other aircraft
on charter with available seats were already going to vour desired
destination.

We cannot perceive how legislation, with such illogical and unreasonable make-up,
advantageous only to large air carriers and detrimental as it would be to bush
areas, could even be proposed. This company vehemently opposes House Bill #381
and st.ronply urges that it be defeated.

Respectively,

MAN ACER, FOSTER AVIATION
28 APR 75

CC : fill me/n&edihj hhose <o0? ReP&eS&TTPTTItt&h
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HAINES CHAMBER Of COMMERCE
Haines, Alaska 99827

NORTHERN GATEWAY TO THE ALASKA MARINE HIGHWAY

HOME OF THE FAMOUS CIIILKAT DANCERS

April 18, 1975

Bob Bradley, Chairman
House Commerce Committee
Alaska State Legislature
Juneau, Alaska 99801

Dear Bob:

The Haines Chamber of Commerce would like to go on
record as opposing (HB #38j"a-s being highly descriminatory
to the small air t~rrr operator, and a definite cut-back
of service to the traveling public.

It is felt that such a law would put the small operator
out of business and will also prove to be a real disservice to
the citizens of smaller communities. Lord knows it is hard
enough to get around 1in this country without making it more
difficult Most of us cannot afford to charter a plane and
simply would not make the trip if we had to pay an exhorbitant
price to get there Timing is important too--making connec—
tions with jet schedules and being able to do business in
Juneau without the cost of an overnight stay

We would appreciate your help in seeing that this bill
does,, not pass--hopefully 4eeé&-not-ev«n~get _auf. of committee.
cTYou have many friends in Haines, don ™ let them down;
Sincerely
HAINES CHAMBER OF COMMERCE

ZIIS

Mimi G Gregg
Secretary
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JAY S. HAMMOND, Govermor

DEPARTMENT OF LAW

Oﬂ&ﬂ?ﬂfNKRENHHW_/ POUCHK - STATE CAPITCL
WHEAU 90801

April 97-1-975

Representative Bob Bradley
Chairman

House Commerce Committee
Alaska State Legislature
Pouch Vv

State Capitol

Juneau, Alaska 99811

HB 381 - An Act relating
to the Alaska Transportati
Commission

Dear Mr. Bradley: X

The Alaska Transportation Commission has asked that |
bring certain information to the attention of your committee to
explain the purpose of HB 381.

In 1972 the Legislature amended the Air Commerce Act,
and the amendment had the effect of substantially liberalizing
the operations authorized for air tax operators. In their
administration of the act since 1its amendment, the commission
has found that there 1is considerable reluctance on the part of
many carriers holding unrestricted authority to limit their
operations voluntarily in order to conform to the commission ™s
interpretation of the type of service authorized for each
carrier.

The commission has sought during the past several years
to strengthen the concept of state certificated scheduled air

carrier service. It i3 their opinion that this concept can have
the effect of providing more dependable service to rural
communities at a reduced cost. In order to be viable, however,
the commission must have authority to protect the scheduled
carriers ” routes. Adequate authority does not now exist 1in the

present statutes.

The need for strengthening intra-state scheduled carrier
service 1is particularly Important at this time when the service
is particularly 1important at this time when the Civil Aeronautics



Board (CAB) 1is increasing their pressure on federally certified

carriers to reduce their requirement 1ior federal subsidy by
withdrawing from marginally profitable routes. During the past
two years there has been a substantial decrease in the number of
points served directly by both Alaska and Wien Airlines. The

commission is also being required to assume a greater
responsibility for regulating intra-state air commerce. This
bill would have the effect of strengthening the commission®™s
authority to protect 1intra-state scheduled carriers and provide
viable service on a regular basis for small rural communities.

The principal problem which has arisen particularly

since the beginning of pipeline construction, is that carriers,
both scheduled and air taxis, have been providing service
between points on routes certificated to other carriers. This

has had the effect of reducing the load factors of the
certificated scheduled carriers and promoting a reluctance on
the part of air taxi operators to compete for longer ternm
charter business because they do not wish to publish reduced
or special term rates applicable to a particular contract.

The competition with the scheduled carriers has been
intense and has forced some operators to request suspension of
marginal traffic routes. This has had the effect of depriving
communities of scheduled service and making them dependent upon
air taxi carriers, frequently involving substantially increased
expense and greater inconvenience.

The proposed bill, which would prohibit air taxi
operators from charging individual fares between scheduled points,

does not restrict them from offering charter service between
those points if i1t is otherwise authorized by their certificate.

Sincerely yours,

AVRIIM M. GROSS
(GKNKRAI

Gerald 0. williams
Assistant Attorney General

ANG:, | F









An Act relating to the sale of prepackaged non-narcotic, non-—
prescription medicines and drugs.*"

COMMITTEE REPORT

VS/7 HOUSE FINANCE
Mr . Speaker: Date
The Comm ittee on COMMERCE has had HB 396
under consideration. A Major ity of the members of the Committee

( drecommends it DO PASS

( drecommends it DO NOT PASS

( drecommends it DO PASS WITH ATTACHED AMENDMENT (S)
(¢ drecommends it BE REPLACED WITH CSFOR AND THAT
CS FOR DO PASS

( ) "and"™ recommends it BE REFERRED TO THE

COMM ITTEE
( ) reports it back WITHOUT RECOMMENDATION
( ) "other™

Members signing the Majority report:

/£ £ . UA

Members NOT concurring in the Majority report

recommends:

recommends:

recommends:

recommends:

recommends . V;

J Cha irman



HERBERT L. FAULKNER (1082-1972)
NORMAN C. BANFIELD

FRANK M. OOOGAN

MICHAEL M. HOLMES

RANDALL J. WEDDLE

WILLIAM B. ROZELL

JAN VAN DORT
LAWRENCE T. FEENEY

LAW OFFICES OF

FAULKNER. BANFIELD, DOOGAN © HOLMES
SUITE 201. 311 FRANKLIN STREET
JUNEAU, ALASKA 99601

Tel 586-2210
Rrea Code 907

CHARLES N. DRENNAN March 14. 1975
The Honorable Bob Bradley
Chairman, House Commerce Committee
Pouch V
Juneau, Alaska 99811

Re; Sale of non-narcotic, non-prescription

and prepackaged drugs.
Dear Mr. Chairman:

My associate Jan Van Dort has gone east for medical
attention and 1is expected to return 1in 10 days.

He told me had had talked to you about the Commerce
Committee 1introducing a bill on the above subject. The
bill has now been drafted and |1 attach three copies.

I would appreciate the opportunity of appearing before
your Committee to explain the purposes of the bill or attend
any hearing unless the Committee 1is satisfied it does not
need any further 1information.

I would 1like to be notified when the bill is introduced
to the legislature.

Thanking you for your cooperation and consideration in
this matter, I remain

Very truly yours
N. C. Banfield
NCB/aw
Enc.
cc: William Bailey



STATEMENT IN SUPPORT OF ALASKA H.B. 396

Alaska H.B. 396 1is a bill intended to update current law relating to the sale of
non-narcotic, non-prescription, over-the-counter (OTC) medicines (copy attached)
Passage of Alaska H.B. 396 will assure that such OTC medicines which are
determined by the Federal Food and Drug Administration (FDA) to be generally
recognized as safe and effective and determined by the Alaska Commissioner of
Health and “Welfare to be safe for sale can be marketed in a wide variety of
drug - anu general merchant - outlets in Alaska. These medicines include
such well-known products as Bayer Aspirin, Bufferin, Vicks, Drlstan, Contac,

Murine and the like.

There are a number of additional 1important reasons why Alaska H.B. 396 should
be enacted:

1) In 1972 the Federal Food and Drug Administration began a
comprehensive scientific review of all over-the-counter
medicines by panels of experts. The findings from this
review - will determine those O0TC medicines which are
generally recognized as safe and effective by the panels
and FDA and thus may be lawfully sold over-the-counter
without a prescription. Passage of Alaska H.B. 396 would
incorporate the results of this Federal review into the
Alaska Pharmacy Act thereby assuring that Alaskan law will

always be up-to-date on this point.

2) Passage of Alaska H.B. 396 will mean that Alaskan
citizens will always have safe and effective non—
prescription medicines readily available and at conven—
ient locations -- something which is especially
important to those [living in rural and semi-rural areas,
but helpful as well to urban and suburbanites who shop

in supermarkets, department and variety stores, etc.

3) Passage of Alaska H.B. 396 will bring about the
lowest possible prices on such important health aids by
assuring the widest possible competition - very important

during a period of inflation.

4) Passage of Alaska H.B. 396 will guarantee that retailers -
drug and non-drug alike - can continue to take advantage
of modern cost-saving merchandising techniques such as

self-service.



In summary, Alaska H.B. 396 Is a timely and important bill for the 1975 Session,

It is a measure which will spell out clearly the legislature®s determination that:

- non-narcotic, non-prescription O0OTC medicines approved
the the Federal Food and Drug Administration as safe and
effective and determined by the Alaska Commissioner of
Health and Welfare as safe for sale can be sold by a

wide variety of retail outlets 1in Alaska.

- the public s right to buy products helpful to them in
self-care at convenient locations and competitive prices

will be assured.

- the results of a comprehensive Federal scientific
review of all non-prescription medications will be fully

incorporated into Alaska law.

Passage of Alaska H.B. 396 will represent an 1important assurance from the state
legislature to all Alaskan citizens that low-cost, safe and effective non—
prescription medicines will be available for sale. Importantly, passage of
Alaska H.R. 396 will mean that Alaska law will be 1in substantial uniformity

with the corresponding provisions of the laws of the other forty-nine states of

the United States.

April 11, 1975
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ALASKA LEGAL SERVICES CORPORATION

315 FIFTH STREET. SUITE 6
JUNEAU. ALASKA S9S01I

Telephone 586-XK5¢cx6425

April 24, 1975

National Consumer Law Center
One Court Street
Boston, Massachusetts 02108

Subject: Retail installment sales aynterest rates
Gentle-wo-men:

I am the lobbyist for Alaska Legal gervﬂbes %n o&r state
legislature. A bill has been filed here to reduce the
maximum interest rate on retail charge agreements to one
per cent per month from one and one-half per cent. A copy
is enclosed, along with a copy of the current law.

1"d like to get your opinion of the effect of this legis—
lation on our clients, including your responses to the
following points made against such a reduction.

1. It would reduce the availability of credit
to low-income consumers, since higher credit
risks would be denied credit.

2. It would increase prices for everyone.

3. It would force low-income consumers to borrow
from finance companies and pawn brokers which
have higher rates and less reputable business
practices.

Since this legislature may act soon on the bill, 1 would
appreciate a response from you as soon as possible.

Thank you.
Sincerely,
Donald E. Clocksin
Deputy Director
DEC:btg
Enclosure

ccsy”Rep. Bob Bradley



8§ 45.05.794

Trade and Commerce

8 45.10.120

In the absence of this written objection, the secured party may re-

tain the collateral in satisfaction of the debtor 3 dbligation.

9.605 ch 114 SLA 1962)

Edih-r*s note.—This section is set
out above to supply an omission in
tho original.

Requiring notice of retention is for
benefit of debtor. — The requirement
of notice to the debtor by n secured
party proposing to retain the chnttel
in satisfaction of tho obligation is ob-
viously for the benefit of the debtor.
Moran v. llolmnn, Sup. Ct. Op. No.
946 (File No. 1050), 614 P.2d 817
(1073).

Failure to give notice does not pre-
vent showing dint collateral retained.
—The creditor®s failure to give notice
of intention to retain the collateral
in discharge of the debt, does not pm
Vent the debtor ficilt r.Im =ior M "1 (lio
collatera Will) in lied nl'Ini'd by the
creditor and on the basis of such fact
he may claim that lie is discharged
from further ligility. Moran v. Hol-
man, Sup. Ct. Op. No. 046 (File No.
1(160), 614 P.2dB17 (1073).

The giving of notice protects the
creditor from a subsequent claim
that he should have sold the collat-
eral. Moron v. Holman, Sup. Ct. Op.
No. 046 (File No. Ifi%0), 614 P.2d H17
(1073).

See. 4606794, Secured parly's

Nonrotnplinnro with AS 45.05.788-
(©)-—Where noncomplinnro with the
notice of nnle provision of AS 46.05.-
788(c) hns been shown, the burden
of proving that the market value of
tho collateral was received at the snle
Is upon tho secured party. Weaver v

G

Where deprecin. ag collateral held
unduly long period of time. — When
a secured party retains collateral
which depreciates in value, such as a
motor vehicle, for an unduly long pe-
riod of time and uses the vehicle as
his own, the debtor may validly claim
that his obligation has been satisfied.
To rule otherwise would permit over-
reaching and inequitable abuses by
some secured parties. Moran v. Hol-
mnn, Sup. Ct. Op. No. 946 (File No.
1050), 514 T.2d 817 (1973).

Since a motor vehicle such as a
truck is a depreciating nsset, where
the parties nre unsophisticated with
reference to the myriad and i n > i
provisionl of lie |1 dfori, <
finl Code, Hi" 1 si i
retaken possession of the colluleml,
i.e., the motor wehicle, should not he
permitted to wait nn inordinate pe-
riod, utilizing the vehicle in the
meantime, and then elect to sue for
the full amount of the debt. Mornn v.
Holman, Sup. Ct. Op. No. 945 (File
No. 1(150), 514 P.2d 817 (197f).

ibilty for falure lo conply.

0 Meara Motor Co., Slip. Ct. Op. No.
635 (File No. 901), 452 P.2d 87 (1909).

Cited in Stanley v. Foodcrnftors,
Inc., 7 Alas. L.J. No. 3, p. 435 (Sept.
23, 1908); Hlumenstein v. Phillips Ins.
Center, Inc., Sup. Ct. Op. No. 748
(Filo No. 1263), 490 P.2d 1213 (1971),

Chapter 10. Alnnlia Retail Installment Sales Act.

Section
120. Extent of service charge

i




845.10.220 Alaska Statutes Supplement 845.10.220
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e.—Ah to revolving onB of this Hection ns subsec-
redtpl AS 06.05.208. t () and added b ctions (b)
Effect f amendm t.—The 1DGG and (©)-

amendment designated the former

Sec. 4510220, Definitiors.

Pnrngrnph (12) contcmplntefl that mcnt bmifl. Metcalf v. llnrtrand, 8
nni additional charge may Bie made  Ainu. L.J. No. 12, p. 838 (Nov., 1970).
when goods are sold on a time pny-

Chapter 30. Standard for Mobile Homes.

Sectio Section

10 Mob lo home standards 40. Enforcement of compliance
[Repealed] 60. Pennlty

80 Admi 60. [Repealed]
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JOHN F. KAMPER May 21, 1975
ASSISTANT VICE PRESIDENT

The Honorable Bob Bradley
Alaska State House of Representatives
Pouch V
State Capitol Building
Juneau, Alaska"99881
(RE: . _House Bill #398
$Cctvioji_34.15,370 Disclosure of closing costs

Dear Mr. Bradley:

In light of 12USC2601, Ccnm0n|V referred to as the Real Estate
Settlement Procedures Act of L974, becoming effective on June 20th
of this year, it appears that the above referenced House bill 1is

a case of over protection and over legislation.

I refer 1in particular to Section 6 of 12USC2605 of RESPA which
reads:

"Any lender ... shall provide ... an itemized disclosure in
writing of each charge arising in connection with such settlement."”

12USC2601 places this and many other responsibilities on lenders

and 1 urge you to read that law. House Bill #398 is accordingly
not necessary, and it in effect closes the barn door after the
horse is gone. It places a needless responsibility on lenders that

are already overburdened in their responsibilities in regard to
real estate closings.

Il urge you not only to vote "nay"™ on this bill, but to urge
your fellow representatives to realize the uselessness of such

over-kill legislation.

Very truly yours,

John F. Hamper
Assisi ant Vice President.

JK/om

MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION



Form Approved
OMB No. 63-R1501

USDERWMENTOf HOUSNG& URBANDEVELOPMENT B . TYPE OF LOAN:
DISCLOSURE/SETTLEMENT STATEMENT L1 IFKA 2. C1 FMHA 3.0 CONV. UNINS.
4. 1 VA B. O CONV. INS.
6. FILE NUMBER 7. LOAN NUMBER

Ifthe Truth-in-Lending Act gplies 1 this transection, a Truth-in-Lending statement i~ 8- MORTG = INS. CASE NO.
attached as page 3 of this form.

NOTE: This form isfurnished to you prior to settlement to give you information about your settlement costs, andagain after settlement
to show the actual costs you have paid. The present copy of the form i

I 1 ADVANCE DISCLOSURE OF COSTS. Some items are estimated, and are marked "(e)”? Some amounts may change if the
settlement isheld on a date other than the date estimated below. The preparer of this form isnot responsible for errors or changes in
amounts furnished by others.

I 1 STATEMENT OF ACTUAL COSTS. Amounts paid to and by the settlement agent are shown. Items marked“{p.o.c.)" were
paid outside the closing; they are shown here for informational purposes and are not included in totals.
D. NAME OF BORROWER E. SELLER F. LENDER

G. PROPERTY LOCATION H. SETTLEMENT AGENT I. DATES
LOAN COMMITMENT  ADVANCE DISCLOSURE

PLACE OF SETTLEMENT SETTLEMENT DATE OF PRORATIONS_IF
DIFFERENT FROM SETTLE-
MENT
J. SUMMARY OF BORROWER"™S TRANSACTION K. SUMMARY OF SELLER"S TRANSACTION

400. GROSS AMOUNT DUE TO SELLER:

100. GROSS AMOUNT DUE FROM BORROWER: 401. Contract sales price

101. Contract sales price 402. Personal property
102. Personal property 403.
103. Settlement charges to borrower 404.

(from lire 1400. Section L) i i i i
Adjustments for items paid by seller in advance:

104.
105. 405. City/town taxes to
. , _ _ 406. County taxes to
Adjustments for items paid by seller in advance: 207, ASMS” meiits to
106 City/tow n taxes to 408. to
107. County taxes to 409. to
108. Assessments 1o 410. to
109. to 411. to
1o o 420. GROSS AMOUNT DUE TO SELLER
111. to
112. © NOT L. lhe following 500 and 000 scries sections are not required

to he completed when this form isused lor advance disc Insure of
settlement costs prior to settlement.

500. REDUCTIONS INAMOUNT DUE TO SELLER
501. Payoff of first mortgage loan

120. GROSS AMOUNT DUE FROM BORROWER:

200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER

201. Deposit or eamest money 502. Payoff of second mortgage loan
202. Principal amount of new loan(s) 503. Settlement charges to seller
203. Existing loan(s) taken subject to (from lire 1400, Section L)
;82 504. Existing loan(s) taken subject to
- . B, 505
Credits to borrower for items unpaid by seller: 506
206. City/town taxes to 507.
207. County taxes to 508.
208. Assessments to 509.
209. t ] _ ] )
Credits to borrower for items unpaid by seller:
210. 1o
211. to 510. City/town taxes to
212. to 511. County taxes to
(), TOTAL AMOUNTS PAID BY OR INBEHALF OF 512. Assessments ©
BORROWER 513. to
300, CASH AT SETTLEMENT REQUIRED FROM OR PAYABLE 514, ©
* TO BORROWLR 515. o
301. Gross amount due from borrower 500. FOTAL REDUCTIONS INAMOUNT DUE

" TO SELLER:
600. CASH TO SELLER FROM SETTLEMENT:
mtr mairl KB 0 kamair B Kmrrnurar 601. Grossamount due to seller

(from lire 120)



700.
701.

702.
7m

704.
800.
801.
802.
803.
804.
805.
806.
807.
808.
809.
810.
811.
900.
901,
902.
903.
904.
905.

1000.
1001.
1002.
1003.
1004.
1005.
1006.
1007.
1008.
1100.
1101.
1102.
1103.
1104.
1105.
1106.
1107.

1108.

1109.
1110.
1111.
1112.
1113.
1200.
1201.
1202.
1203.
1204.
1300.
1301.
1302.
1303.
1304.
1305.

1400.

DISCLOSURE/SETTLEMENT STATEMENT

L. SETTLEMENT CHARGES

SALES BROKER"S COMMISSION based on price S

Total commission paid by seller
Division of commission as follows:
S to

5 n

ITEMS PAYABLE IN CONNECTION WITH LOAN.
Loan Origination fee %

Loan Discount %

Appraisal Fee to

Credit Report to

Lender"s inspection fee

Mortgage Insurance application fee to
Assumption/refinancing fee

ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.

Interest from to @ S
Mortgage insurance premium for mo. to
Hazard insurance premium for yrs. to

yrs. to

RESERVES DEPOSITED WITH LENDER FOR:

Hazard insurance mo.@S /mo.
Mortgage insurance mo. @ $ /mo.
City property taxes mo. @ $ /mo.
County property taxes mo. @ $ /mo.
Annual assessments mo. @ S /ino.
mo. S /mo.
mo. @ S /mo.
mo. @ S /mo.

TITLE CHARGES
Settlement or closing fee to
Abstract or title search to
Title examination to
Title insurance binder to
Document preparation to
Notary fees to
Attorney’s Fees to
(includes above items No,
Title insurance to
(includes above items No. :
Lender"s coverage S
Owner"s coverage $

GOVERNMENT RECORDING AND TRANSFER CHARGES

Recording fees: Deed S ;Mortgage S
City/county tax/stamps, Deed S ; Mortgage $
State tax/stamps: Deed S ; Mortgage $

ADDITIONAL SETTLEMENT CHARGES
Survey to
Pest inspection to

TOTAL SETTLEMENT CHARGES (enteredon lines 103 and 503, SectionsJand K)

/day

Releases $

PAID FROM
BORROWER"S
FUNDS

Pege 2
PAID FROM

SELLER™S
FUNDS

At>11: Under terlain cinumstatues the borroser and sellermay he permirtted to wane the 12-cav period whirth must normal ly orair between advance dis

closure and settlement,  In the eventt such a vaiver Bmade,

Housingand 1*ren Developrent, sl be attached to and made a part of this form when the form Bused asa settlenent statement.

oopies of the statements of vaiver, es . uted as provided in the realizatios of the Department ol
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| e JAY S HAVIVOND, Govarar

ft t Ky If
I>El *AamJKM OF Ohlf~I1EItCE

DIMSION CF BANKING, SEQUR/IILS, SMALL LOANS & CORPCRATIONS pouchO-m m I

/
May 27, 1975

Honorable Senator Jalrnar M Kerttula
Chairman genate Commerce Committee

an
Honorable Represenative Robert Bradley
Chairman House Commerce Committee

Pouch V
State Capitol
Juneau, Alaska 99811 /U3S C wilL

Hear Senator Kerttula and Representive Bradley Tr'~—N

Re: Limited LiabilITy-Companies Senate B8l 354 andV SA/?
House Bill 403" L

If you are still considering the abave bills you mi?ht want to add the
enclosed letter to your filés. It does not ¢ anﬁe he views | expressed
in my earlier letter to you hut simply adds to the el>\</|p_lanat|on of the
disuse of similar type aSsociations in the State of Michigan.

Sincerely,

4 A JL4 - b s 4-<~

Miles S. Schlosberg
Director

MSS/ws
Enclosure

ci/ Robert llartig Esq.
Senator Mike Colletta
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LAURENT K. VARNUM

CARL J. RIDOCRIHO Varnum,Riddering ,Wierengo & Christenson
0" COUNSEL 666 OLD KENT BUILDING

JOHN L. WIERENGO, JR. dirk Morrius GRAND RAPIDS, MICHIGAN 49502

CLirTORD C. CHHISTCNSON  J.TERRY MORAN

[ WILLIAM HUTCHINSON THOMAS J. HEIDCN TELEPHONE 610 =»50-~100

JAMES N.DtBOER.JR. THOMAS J.MULOER

0ORDON B. BOOZER THOMAS J.BARNES

EUGENE ALKEMA JEETRET L.SCHAO

PETER ARMSTRONG STEPHEN R.SAWYER

ROBERT J.ELEVELO .0 May 19, 1975

CARL E.VCR BEER MAY

JON E.OcWITT

DONALD L.JOHNSON

OANIEL C.MOLHOER OLPARTW- T ¢

GARY P. SKINNER DI/IiC.IC =5

CARL R. ri EETWOOO
-

Mr. Miles S. Schlosberg
Director of Division of Banking
Department of Commerce

State Office Building

Pouch D

Juneau, Alaska 99801

Dear Mr. Schlosberg:

It has come to our attention that you have contacted various
Michigan law firms regarding the use of Michigan partnership asso—

ciations. As we understand your inquiry, you generally desire
information as to why there has been a lack of use of this type
of entity. In this connection, we v/ould like to offer our views

on the subject.

As near as we can determine, the Michigan partnership asso—
ciation entity was utilized to jjme considerable extent prior to
the 1930°%s. In 1931, Michigan adopted a general corporation act
which was reasonably broad for 1its time and resolved many of the
complexities of the prior lav/. Prior to 1931, Michigan had many
different corporate acts for different business activities which
were rather complex and restrictive. The partnership association
was less involved and less complex. We believe that the phasing
out of the use of the partnership association in the 1930"s may
have been attributable in part to the simplification of the State's
corporate laws 1in 1931.

In addition, it appears from the holdings of various tax cases
and from the 1939 Internal Revenue Code and regulations promulgated
pursuant thereto that a partnership association was taxed as a
corporation prior to the 1954 Code. The regulations under the 1954
Internal Revenue Code were substantially changed; and therefore, it
is possible that such an entity could qualify, if properly struc—
tured, as a partnership for federal income tax purposes. The In—
ternal Revenue Service has ruled that a limited partnership associ —
ation formed under Ohio law, as structured, possessed more corporate
than non-corporate attributes; and thus, was an association taxable



Mr. Miles S. Schlosberg
May 19, 1975
Page Two

as a corporation for federal income tax purposes. However, there
have been no published rulings to our knowledge by the Internal
Revenue Service relating to a partnership association that was
taxable as a partnership for federal income tax purposes. Hence,
the somewhat undefined status of partnership associations for
federal tax purposes may have contributed to limited use of the
partnership association entity.

Finally, we think it is worthy to note that the limited part—
nership has in the past two decades or so become perhaps the most
viable entity for use by persons desiring to limit their personal
liability and yet receive the benefits of th*3 nass through of tax
losses. Moreover, limited partnerships, were frequently structured
with a shell corporation serving as the sole general partner in an
effort to achieve total limited liability for partnership debts.

This latter technique has been under recent attack bv the Internal
Revenue Service. In 1972, the Service issued notice that it would

no longer rule on the validity of the limited partnership with a
corporation as a sole general partner unless the corporation had

a certain specified net worth. In 1974, the Service further declared
that general partners had to have at least a 1% interest in all items
of partnership income and expense. As a result of the Internal
Revenue Service®s position, limited partnerships have become some—
what less attractive to some practitioners and investors, because

it is difficult to structure a limited partnership which will achieve
full limited liability and at the same time assure treatment as a
partnership for federal income tax purposes.

In summary, it is our view that the changes 1in the Michigan
corporate laws in the early 1930"s, the uncertainty of the tax treat—
ment accorded a Michigan partnership association and the attractive—
ness of a limited partnership may well be some of the principal
reasons that partnership associations have not been utilized to any
great extent 1in recent years.

ITf you should desire further information concerning our views
on this matter, please do not hesitate to contact the undersigned
at any time.

Very truly yours,

VARNUM, RIDDERING, WIERENGO & CHRISTENSON
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Phone Contact: Philip M. Corn 100

Phone Number: 202-964-3553

Internal Revenue Service

DII* In reply r*Pr to.

hlh(]ZZE;ZS T:1:1:2:2

> Mr. Frank M. Burke, Jr.
,—i—H Peat.Marwick, Mitchell & Co.
Suite 1500
2001 Bryan Tower
,Dallas, Texas 75201

Dear Mr. Burke:

This 1is 1in response to your letter of May 1, 1975,
as amended by your letter of May 2, 1975, written on
behalf of the Legislature of the State of Alaska. Your
inquiry concerns the manner in which the Internal
Revenue Service will classify entities formed pursuant
to the Alaska Limited Liability Company Act ("Act")
for ~Federal 1income tax purposes if the Act is enacted
into law. The Act 1is now pending in the Alaska
Legislature as Senate Bill 354 and House Bill 403.

/

In the event the Act 1is enacted into law, the
Service will consider a request for a ruling, submitted
in accordance with applicable procedures, as to the
classification of an entity formed pursuant to the Act.
In considering any such ruling request, the Service
will apply section 7701 of the Internal Revenue Code of
1954, the regulations thereunder, and any other pertinent
provisions of the Code and regulations.

Sincerely yours,

wooo1*1 J t

Chief, Individual Income Tax Branch



COLE, HARTIG, RHODES, NORMAN, MAHONEY, & GOLTZ
A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW

HOYT M. COLE SUITE 201
ROBERT L. HARTIG

JAMES 0. RHODES 717 K STREET

JOHN K. NORMAN ANCHORAGE, ALASKA 99901
ROBERT J. MAHONEY .

KEITH A. GOLTZ (907) 27473570

BERNARD J. DOUGHERTY

May 16, 1975

Honorable Bob Bradley, Chairman

House Commerce Committee

Alaska State House of Representatives
Pouch V

State Capital Building

Juneau, ?X 99811

Re: Limited Liability Company Act
House Bill 403

Dear Representative Bradley:

Enclosed is a response from the Internal Revenue Service
regarding House Bill 403.

As stated in the IRS letter, they will consider a ruling
to classify an entity formed under the proposed Limited
Liability Company Act under the provisions of Internal
Revenue Code Sec. 7701 and the regulations under that
section.

The regulations under Sec. 7701 present the four character—
istics used to classify an entity as a corporation or a
partnership for tax purposes. They are:

1. Limited Liability.
2. Centralization of Management.
1/3. Continuity of Life.
4. Free Transferability of Interests.
As explained in my testimony before the House Commerce Committee
on April 24, 1975, the Limited Liability Company Act as drafted,
would insure the lack of corporate characteristics three and

four, and if the members choose to retain management in
themselves, the Limited Liability Company would also lack the



Bob Bradley, Chairman
Re: House Bill 403
Limited Liability Company Act
May 16, 1975
Letter
Page 2

corporate characteristic of Centralization of Management.

fThus, under the provisions of Treasury Regulations Sec.
301.7701, the Limited Liability Company should be classified
as a partnership for Federal tax

Thank you for your attention to this matter and if 1 can
be of any further help please contact me.

Kindest regards.
Very truly yours

COLE, HARTIG, RHODES, NORMAN
MAHONEY & GOLTZ

By

BJDrmg
Enclosure



Peat.Marwick,Mitchell & Co.
CERTIFIED PUBLIC ACCOUNTANTS
SUITE 1500, 2001 BRYAN TOWER
DALLAS, TEXAS 75201 /

May 14, 1975

PRIVATE

The Honorable Bob Bradley
Chairman, Commerce Committee
Alaska House of Representatives
Pouch V

Juneau, Alaska 99811

Dear Representative Bradley:

Enclosed 1is the original of an information letter from the National
Office of the Internal Revenue Service setting forth the procedure
which would be followed by the Internal Revenue Service in consider—
ing the issuance of rulings with respect to the proposed Limited
Liability Company Act (House Bill 403 and Senate Bill 354) presently
pending before the Alaska Legislature.

This letter from the Internal Revenue Service 1is in response to your
letter dated April 30, 1975, and your telegram dated May 6, 1975,
together with the letter of Senator Jalmar Kerttula dated April 30,
1975, requesting such letter. The undersigned and Mr. Bernard
Dougherty met with Mr. Phil Corn of the Internal Revenue Service in
Washington, D.C. on May 2, 1975, to formally present the request of
the Alaska Legislature for this letter.

I trust the enclosed letter is satisfactory for your purposes. If
you have any questions, please call the undersigned or Mr. Dougherty.

Yours very truly

anlc M. Burke, Jr., Partner

cc: The Honorable Richard K. Urion
Mr. Miles S. Schlosberg
Mr. Bob Hartig



Phone Contact: Philip M. Com
Phone Number: 202-964-3553

Internal Revenue Service

> Mr. Frank M. Burke, Jr.
Peat.Marwick, Mitchell & Co
Suite 1500
2001 Bryan Tower
Dallas, Texas 75201

Dear Mr. Burke:

This 1is in response to your letter of May 1, 1975,
as amended by your letter of May 2, 1975, written on
behalf of the Legislature of the State of Alaska. Your
inquiry concerns the manner in which the Internal
Revenue Service will classify entities formed pursuant
to the Alaska Limited Liability Company Act ("Act")
for Federal income tax purposes if the Act is enacted
into law. The Act is now pending in the Alaska
Legislature as Senate Bill 354 and House Bill 403.

In the event the Act is enacted into law, the
Service will consider a request for a ruling, submitted
in accordance with applicable procedures, as to the
classification of an entity formed pursuant to the Act.
In considering any such ruling request, the Service
will apply section 7701 of the Internal Revenue Code of
1954, the regulations thereunder, and any other pertinent
provisions of the Code and regulations.

Sincerely yours,

Chief, Individual Income Tax Branch



/AY S. HAMMOND, Covermnor
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The Honorable Robert Bradley

Chairman of the House Commerce Committee
Pouch V

State Capitol

Juneau, Alaska 99801

Dear Representative Bradley:
Re: House Bill No. 403

During my testimony on April 24, on House Bill No. 403 concerning
limited liability companies 1 stated that it was the position of the
Department of Commerce that the bill did not appear bad but that several
issues should be considered before the bill was passed:

1. Why had the State of Pennsylvania repealed similar legislation
and why were statutes provding for similar organizations
largely unused in the three states in which they currently
existed, Ohio, Michigan and New Jersey?

2. How would the Internal Revenue Service tax limited liability
companies created under the bill.

1 have spoken to tax lawyers in Ohio and Pennsylvania concerning Question 1.
The reason that their laws are in disuse or repealed is because
organizations set up thereunder have been treated as corporations and
denied partnership tax treatment by the Internal Revenue Service. The
legislation in Michigan and New Jersey is very similar in its salient
tax respects and | have no reason to doubt that organizations set up
under the Michigan or New Jersey law will be treated similarly. However,
House Bill No. 403 differs from the laws of the four latter states in
that the other states require centralized management, 1i.e. the election
of Boards of Directors and a General Manager, whereas HB 403 does not
require centralized management. Centralized management is one of the
four factors the Internal Revenue Service considers in determining
whether or not an organization should be taxed as a corporation or
partnership. It is likely that organizations set up under HB 403,
lacking central management, would not be taxed as corporations.

The answer to question number 2 will hopefully be obtained by you
from the Internal Revenue Service. The lawyers | spoke to were not



The Honorable Robert Bradley 2 May 5, 1975

inclined to speculate as to tax treatment under HB 403 except to agree

that the absence of centralized management distinguished HB 403 and made

it more likely that the IRS would accord HB 403 type organizations partnership
tax status.

If HB 403 is passed and limited liability companies are accorded partnership
tax status by the IRS then Alaska would have pioneered a new and very

useful business organization. I submitted the intradepartmental comment
sheet because we found numerous minor and technical difficulties. The

bill"s proparents, Messrs. Hartig and Dougherty have met with Mr. Ladwig

of this division in an attempt to resolve these problems. We will appreciate
your giving us the opportunity to comment upon any revised bill that

results . Based on the foregoing we respectfully change our position

from "not in lavor" to "in favor".

MSS:kb

cc Langhorne A. Motley
Commissioner of Commerce
Robert Hartig
Bernard Dougherty



ADDITIONAL COMMENTS ON HB 403

(Supplement to Ladwig"s
comments of April 17, 1975.)

Why did Pennsylvania repeal in 1966 and why has New Jersey
let it become dormant.

Will it really be taxed as a partnership. Wouldn™t it be
more efficient to have an IRS opinion first if it is at alJ
possible. However this is a legislator®s concern for
efficiency, not mine, lias the IRS route been explored?

It would be wasteful to gear up our Division to handle this
new creation unless the IRS dc aclies 1; as a partnership.



#* *
TO; Banking - DATE: April 17, 1975
(summs - mouse) HILI. 403
An Act relating to limited liability coin;; nies.
Chuck Olio:
j- TOi®" PKLOKI.TY =* in favor of.
2. LZVO 1 - in favor ol, but not lop pL.iori.ly.
*. 0K - no clo*inil.o sl.mc"l.
4. NOT IN KAVOJI - X
> TO0P I'R10)11TYy - "BLroiujl.y opp >:od" _
(. D1|||, DOES NOT EEKTAiIN TO 1.1V ': ‘ON
poitOEoTS: (ilur.l il ioal ion 1im-.1 bo ;! filial lor Ilhe .iliovcl ini- es d.ed
cun 1 imi*1oil aliollioi pan mil ir e>loci.)

Tbis writer i, not in favor of tho proposed bill an written Im* the

loll lov/iUp reasons :

I. A inniup the responsibility for ndn injislrat ion in do l.opaled 1In
i Ik DLvIs i.onol liankinp,Se.eiiri.L ton , SINAl I Loans & Corpora li.ons ,
il will have a fiscal impact UPON this Division. fiscal noto
at lachbod .

y I"ape 7, Ulinos ID and II. To operate”™ in jur isd iolioils oilier Ilian
A la:;1 i may ro<|Uire vrep,isltration 1in 1Ilioso jtiiiratiolion.; s iini la?
In thi.il romi.i.red by |Ibis Stale of foreipn eorpoi :i ions. Ioof
o] @ jc|:c.iice may be regirired. This IrJ 11 doe < not prov ido li-i a

lia pjovl diir Ceil Lljcd cop ies of decumenls; oi the do. umeii<s
Iliomscl.vos .

9 i, t |jne ?2/. The term person 1is defined 1in Ibis bill.; however
no provision is made |Il.hat individuals wish inn, l.o ¢orm such a
company must be al least: of "lepalL ape".

(conl imied)



House Bill 403 3 April 18, 1975

3.3.

14.

35.

If..

37.

Page 11, Iline 9. Proof should be required that the company
has completed its affairs before a certificate of dissolution
is issued, i.e. articles of dissolution.

Page 11, line 13. The accounts and affairs should be settled
before dissolution and be a condition precedent to issuing any
certificate of dissolution other than a certificate issued by
reason of involuntary dissolution.

Provisions should be made for anannual report to accompany the
tax to allow tlie Commissioner todetermine

(a) that no capital contributions have been made other than
those by filed amendment and the tax thereon has been paid.

(b) that the company has continued Lo maintain the same registered
agent as that of record.

Provisions should he mad, for a registered agent to resign and
a new one appointed and/or changivig the" registered of Lice.

Consideration should hi* given toproviding limited liability
companies of other jurisdictions the means to do business in
Alaska.



ANALYSIS (See Fiscal Note Preparation Instructions, gsoction 111)

ELIS w 7730
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100 2 positions @ 840 b 18% benefits Assumed 5/—inf|ation
.300 - rental expense, postage, printing, xerox, etc.
400 - stationery & office supplies
1)00 - desks, chairs, typewriters, file cabinets

IV. ATTACHMENTS

1KHPAREO BY :Wi iLiam W. I,

v- WTK:._~ AUWS5.
ortf ilnl : o 1r.latdve Finance
t'c: MiitljM-i. and Manrificniojit

I'r.lim* Sponsor (First [M(=j.;;iator Hawed)



BERNARD J DOUGHERTY
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LIMITED LIABILITY COMPANY

The limited liability company has predecessors in
New Jersey, Pennsylvania, Michigan and Ohio. In New Jersey
and Ohio it was known as a "limited partnership association”
and in Pennsylvania and Michigan as a "partnership associa-
tion".

The business entity which we will now call the
limited liability company had 1its origins in the third quarter
of the 19t:h century. It was adopted 1in Pennsylvania in 1874,
in Michigan in 1877, 1in New Jersey in 1880, and in Ohio 1in
1881. No other states have used this form of business entity.

The reason for its creation seems to be the parti-
cularly restrictive corporation statutes common in the late
part of the 19th century. At that time in the development
of the corporate entity, the restrictions iIn some states
included the limitation of business to one state, the limita-
tion of the corporation®s business to a sole purpose stated
in the Articles of Incorporation and various similar confining
requirements. In the early days of the development of the
corporation, the case law also was extremely restrictive on
what a corporation could do and how it could do it, because
of the roots in the English syst-em that a corporation, being
chartered by the Crov/n, was authorized to do only what the

Crown specifically authorized it to do.



In the early 20th century, these restrictions on
corporate activity were greatly reduced and have continued
to be reduced through the introduction of the Delaware cor-
porate statute and the Model Business Corporation Act, upon
which many states have based their corporation statutes.

These statutes gave much greater freedom to the shareholders
and the board of directors to structure the activities of

the corporation to meet their particular needs. This has
especially been true in the close or closely held corporation
which most often is a family corporation. Indeed, some states
have adopted statutes which govern the activity of such close
corporations and give them wide latitude 1in arranging their
affairs. As these new corporate statutes were adopted by

the various states and the case law governing the activities
of corporations began to be less restrictive, the vehicle of
the limited partnership association or partnership association
fell in to disuse.

In introducing the Limited Liability Company Act in
the State of Alaska, it is our desire to provide to investors,
and particularly real estate investors, the opportunity to
utilize this new form of business entity to conduct their
business affairs with less expense and fewer restrictions.

The Ohio statute proves to be not usable for these

objectives because of 1its preclusion of dealing in real estate



from the uses of the Ohio Limited Partne ship Association,
(Ohio Rev. Stats. §81783.01).

Also, the statutes in the other states are substan-
tially more restrictive than the Alaska legislation being
introduced and thus provide a less useful vehicle for conduct
of a business. For example, the New Jersey statute (NJ Stats.
Ann. 842.3-1) requires that the principal place of business
of a New Jersey limited partnership association must be
established and maintained within the State of New Jersey.

The Ohio and Michigan statutes, though a little less restric-
tive, still require that that organization shall have its
principal office or principal place of business within the
state. The Pennsylvania statute was repealed in 1966, except
as to professions which are not permitted to incorporate in
the state.

The Alaska proposed legislation does away with this
requirement as to the principal office or principal place of
business. The reason for this is the desire to draw to the
state investors interested 1in organizing under the Alaska
Limited Liability Company Act for business or investment 1in
other states as well as the State of Alaska. The legislation
requires a registered agent in the state which would always
insure a resident on whom process can be served in suit against

the limited liability company.



The legislation proposed would provide a yood amount
of revenue each year to the state as there are provisions 1in
the proposed legislation for the following fees:

1. A filing fee upon formation of the Limited Liability
Company, which is based on capital invested upon a
sliding scale toa maximum of $1,000;

2. An annual fee of $100;

3. A filing fee for amendment to the Certificate of Organi-
zation of $25.00; and

4. A filing fee of $25.00 upon dissolution.

It is suggested that this form of business entity
will draw a substantial number of investors from other states
who, up to this time, have used the limited partnership, cor-
poration or joint venture vehicle for their investments.

In the first ten months of 1974, approximately 1,300
limited partnerships were filed in the State of Texas, which
requires a filing of die limited partnership within the state.
In Texas this is used as a revenue measure and there is a
requirement of a filing fee which rapidly reaches the maximum
fee of $2,500 at capital contributed of $500,000. This figure
would not at all Le uncommon 1in the real estate market of today.

It is estimated that in excess of half of these
limited partnerships would be drawn to use the Limited Liab-

ility Company authorized by the proposed legislation in the



State of Alaska to conduct their business or to direct their
investments, thus providing this increased revenue for the
State. This figure is only for the State of Texas and it is
suggested that this legislation would be attractive to inves-
tors of all states and may substantially contributed to the
revenue of our state.

In addition, it is hoped that in drawing investors
to the state for the purpose of utilizing our Limited Liability
Company Act as a vehicle for investment in other states, such
investors will also use the device as an investment entity in
our state, thus providing increased work for real estate per-
sonnel, title companies, and all those persons who assist in
transactions concerning real estate. In addition, it will be
necessary for each limited liability company to establish and
maintain a registered agent in the state and it will be neces-
sary for the state to employ a number of additional persons to
file and administer the limited liability companies.

The provisions of the act enable the persons forming
a limited liability company to provide for management of the
limited liability company either by the members or by a manager
or managers elected by the members of the limited liability
company. The voting power of the members is to be in propor-
tion to their investment in the capital of the company. As

with a corporation, the liability of the limited liability



company 1is to be limited to assets of the company. A member
would have a liability not to exceed his contribution to the
company or any amount which he is committed to contribute but
has not as yet contributed. Why would this vehicle be used
rather than a limited partnership? Because it combines the
attractive characteristics of a corporation with the attrac-
tive characteristics of a partnership.

It is hoped that in submitting a request for a pri-
vate ruling from the Internal Revenue Service of the United
States Treasury Department, a limited liability company could
obtain partnership classification for tax purposes.

There are four characteristics in distinguishing
between partnership classification and classification and taxa-
tion as an association or corporation for purposes of the
Internal Revenue Code. These are: (1) centralization of
management; (@ continuity of life; (3) free transferability
of interests; and (4) limited liability.

In order to be taxed as an association, an entity
must have more corporate characteristics than partnership cha-
racteristics. A similar problem with regard to taxation 1is
faced by the limited partnership vehicle which would often
request advanced revenue rulings to make the limited partner-
ship attractive to an investor.

As drafted, tire limited liability company obviously

would always have limited liability.



It is expected that the Internal Revenue Service
would rule favorably on the continuity of life characteristic
because of provision 10.50.060 which states that a limited
liability company shall be dissolved upon the death, retire-
ment, resignation, expulsion, bankruptcy, dissolution of a
member or occurrence of any other event which terminates the
continued membership of a member in the limited liability
company, unless the business of the limited liability company
is continued by the consent of all the remaining members
thereof. Thus, without consent of all the remaining members,
the limited liability company would be dissolved upon one of
the stated events.

Free transferability of interests 1is treated 1in
Section 10.50.057. This section provides that a member may
always transfer his interest in the limited liability company,
but unless unanimous approval is obtained from the other mem-
bers, the member transferring an interest, can transfer merely
the profit and loss interest and not a right to share in the
management of the limited liability company.

As to the characteristic of centralization of manage-
ment, the provisions of the proposed legislation enable the
members of the limited liability company to choose whether the
limited liability company will be.governed by themselves as

members or by a manager or management elected by them. If the



members choose to retain management, the limited liability
company would also lack the corporate characteristic of cen-
tralization of management.

Thus, 1t can be seen that at least two and possibly
three of the corporate characteristics may be lacking in the
classification of the limited liability company as a partner-
ship or as an association for the purposes of the Internal
Revenue Code.

In conclusion, a limited liability company offers
the investor a business entity which combines the attractive
elements of both a partnership and a corporation. It combines
the limited liability offered to shareholders of a corporation
with the tax treatment of a partnership.

The possibilities of increased revenue to the state
have been set forth and it appears that increased revenues in
excess of one million dollars may be obtained with very little

increased expense incurred.

Robert L. Hartig

March 14, 1975



CORPORATION V* PARTNERSHIP

A-  NON-TAX CONSIDERATIONS

LIFE

ENTITY

LIABILITY

TRANSFER OF INTEREST

CAPITAL

BUSINESS ACTION

No individual

CORPORATION

Perpetual 1in most cases.

Separate legal person.

liability.

In absence of restrictions
interest may be sold to
strangers.

Capital may be enlisted
by sale of stock.

Action authorized by
specified percentage
of directors and/or

stockholders.

LIMITED LIABILITY COMPANY

PARTNERSHIP

Agreed term, or life
of any partner.

Not a separate entity
from individual partner.

General partner individu-
ally liable for all obli-
gations. Limited partner
usually liable to the
amount of capital contri-
buted.

New partnership agreement
usually required.

New capital secured only

by loans, increase 1in mem-
bership or new contributions
by existing partners.

Unanimity of partners
usually required.

LIMITED LIABILITY COMPANY
Agreed. Not to exceed 30
years.

Separate legal entity.

No indiviaual liability.

May be transferred; however,

if all other members do not

approve of tne proposed transfer
by unanimous written consent:, the
transferee has no right to parti-
cipate in tne management and
affairs of tne company or to becone
a member, but 1is entitled only to
receive his share of tne profit

Capital 1is contributed in money

or property at inception or during
the course of operation as set out
in the Certificate of Organization

Action authorized by majority in
interest of tne members.



CREDIT CONSIDERATIONS

MANAGEMENT

FLEXIBILITY

B. TAX FACTORS

TAX BURDEN

CORPORATION

The corporation possesses
credit ability apart from
stock membership. Certi-
ficates of stock may be
used as collateral.

Shareholders may invest
without participation 1in
management.

A corporation operates
within 1its corporate
franchise granted by

the state or states in
which it is authorized to
do business.

As a separate legal
personality a corpor-
ation is subject to
taxation, in addition

to the taxation of

the income received as
dividends by 1its members.

Electing "Small Business
Corporation”. (1) Each

shareholder®s proportionate

PARTNERSHIP

Credit 1is coincidental

with membership and
partners assume joint

and several responsibility.
Interests in partnerships
are not ordinarily accepted
as basis for loan or credit.

All general partners involved
in management responsibility

A partnership is a contrac-
tual relationship which
may be altered by unanimous
agreement of the partners.

Each partner 1is taxed on
his proportionate share
of income whether distri-
buted or not.

share of the corporation®s
undistributed taxable income

is included in the gross

income of the shareholder.

The corporation pays no tax
thereon. This substantially
parallels the taxation of a
partner®s income from the
partnership. -2-

LIMITED LIABILITY COMPANY

Credit will be extended to the
company on tne strength of its
contributed or to-be-contributed
capital.

Management of the company is in" the
members unless management by a
manager or managers to oe elected
by the members is provided in the
Certificate of Organization.

Flexibility 1is perhaps the Limited
Liability Company™s strongest point
The Certificate of Organization
will contain a minimum of restric-
tions and the working rules of the
corporation may be drafted in tne
form of an operating agreement.

Private revenue ruling will be
requested of the Internal Revenue
Service requesting that the compaiy
be classified as a partnership

for federal tax purposes.As
drafted the Limited Liability
Company will lack at least two and
perhaps three of the character-
istics of a corporation; the tnird
centralization of management, will
be lacking if management 1is
reserved to the members.



TAX CONCERT]

PENSION TRUST

CORPORATION

In close corporations/
gross corporate income is
reduced by reasonable
salaries paid to officer-
stockholders. Accumulation
of profits may be made up
to at least $100,000 or to
such larger extent as not
to constitute avoidance

of surtax by the stock-
holders and an unreasonable
accumulation in terms of
the requirements of business.
Corporation taxes, plus
individual taxes on the
compensation for services
or dividends, represent

the tax burden of the
corporate i »stment, as
against the xndividual

tax paid by partners.

Electing "Small Business
Corporation.l Undistributed
taxable income of an
electing corporation 1is
taxable proportionately

to each shareholder.
Subsequent distributions out
of this income to the share-
holders are tax free. This
substantially parallels the
taxation of a partner®s incom
from the partnership.

Corporate contributions to
a pension trust, within
the amount allowed by law
are deductible by the cor-
poration. Stockholuer-
employees may be covered
to same extent as other

PARTNERSHIP LIMITED LIABILITY COMPANY

All earnings and profits All earnings and taxes are

are taxable to the indi- taxable to tne members wnether
vidual partner, unaffected distributed or not. It is

by accumulations of earnings contemplated that the distribution
However, once so taxed, there-rules and basis rules now applirr

after any distributions of cable to the partnership interest
these earnings are tax exempt will also be applicable to a

to the individual partner. limited liability company.

Members of a partnership Unknown but 1t is suggested that
are not employees and are the rules now applicable to a
not proper beneficiaries Subchapter S corporation which
under an exempt Pension impose the limits of the Keogh
Trust. However, under the Plan will also be applicable.

Self-Employed Individuals
Tax Retirement Act of 1962,



CORPORATION

employees, so long as
there is no discrimination
in favor of such stock-
holders .

Electing "Small Business
Corporation™. An electing
corporation®s contributions
to a pension trust, within
the amount allowed by law,
are deductible by the
corporation from its taxable
income.
SOCIAL SECURITY TAX Compensation paid to stock-
holding officers and
employees is subject to
Social Security Taxes.

Electing "Small Business
Corporation”e Compensation
paid to stockholding
Officers and employees 1is
subject to Social Security
Taxes.

ASSIGNABILITY OF
INTEREST OR INCOME

An unqualified transfer of
stock ordinarily requiring
no other person®s consent,
will entitle transferee to
dividends or distributions

Electing "Small Business
Corporation”. Transferee
is entitled to dividends
and distributions, but
the stock must be trans-
ferred to an individual
or estate and the trans-
feree must consent to the
continuation of the "tax
option" status.

PARTNERSHIP

partners who own more than
10% of the capital or

profit interest
nersnip may, beginning in
1968, deduct the full

pension plan up to $2500.

Partners do not pay Social
Security Taxes upon their
salaries from the partner-
ship. However, they are
required to pay the tax on
self-employment income.

Any assignment of interest
requires consent of the
other partners and may
create a new partnership.

in the part-

amount
of their contribution to a

LIMITED LIABILITY COMPANY

Result should be same as
partnership with members
paying self-employment tax and
not subject to Social

Security Tax.

A member”™ interest in Limited
Liability Company may not be
transferred or assigned without
unanimous approval of the con-
tinuing members. Assignment

of a meniber*s interest will
result in the tax falling on
the transferee.



