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-9S3 . .323 N
«965 .816 17.01, 17.02
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«963 N 17.04
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.963 N
.970 N 6 .4u
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A section by section comparison of the Alaska Business

Corporation Act (ABCA), AS 10.05, with the proposed Alaska
Corporations Code (ACC) and the 1984 Revised Model Business
Corporation Act (RMBCA). N = No comparable provision.

ABCA ACC RMBCA

ARTICLE *

.005 .960 N

.003 .005 3.01(a)

.009 .010 3.01(b)

.010 .490 8.51, 8.54,
S .53, 8.55,

.012 .358 6.40

.018 .015 3.04

.021 .105 4.01

.024 110 4.02

.027 .115 4.02

.030 120 4.02

.03%) .125 4.03

.034 .130 4.03

.036 .135 4.03

.039 .140 4.03

.042 . 145 4.03

.*04 5 .150 5.03

..-048 .160 N

.051 .165 5.02

.054 .170 5.03

.057 .175 5.04

.060 .305 6.01

.063 .308 6.02

.066 .310 6.03

.069 .305, .313 6.01, 6.03

.072 .315 6.03

.075 .318 6.03

.078 .320 6.03

.081 .910 1.25

.084 .323 6.03

.087 .328 6.20(a)

.090 .330 6.20(c)

.093 .333 6.20(d), (e)

.09 6 .335 6.21

.099 .338 6.21

. 102 .340 6.21

.108 .390 N

111 . 345 6.28

.114 .348 .25

L1117 .350 6.25

. 120 .353 N

.123 .355 6.04
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ABCA

.125
129
.135
.133
141
.144
147
150
.153
.156
.159

162
.165
.168
2171
174
177
.180
.183
.186
.109
192
-195
.198
.199
.201
.204
.207
.213
.216
.219
.222
.225
.228

.231

.237
.240
. 243
.246
.249
250

.252
.255
.258

ACC

.438
423
.223,
.405
.410
.408
413
413
.415
.420
.418,

420
.420
420
425
.450
.453
.453
.453
.455
.465
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.468
.470
.475
.360
.358,
.363,
.485
.480
.450
.450
.480
.483

.433

.233,
.233,
.233,
.233,
.233,
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.230

.420

.373
.365,

.430
.430
.430
-430
.430

ARTICLE

.205
.208,

.213,

.210
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N
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.23
.21, 7.
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14

.05
.05
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16.
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ABCA ACC RMBCA

.259 .215 N
.267 .223 2.05

ARTICLE 3.

e oz 1381

.276 .504 , Sec . 6 10.05, 10.02, 10.03
.279 .506, Sec. 6 10.04

.282 .506, Sec. 6 10.04

.285 .510 10.06

.288 .512, .910 10.06, 1.25
.291 .514 10.09

.294 .516 10.07

.303 .518,  .910 10.07, 1.25
.306 .520 10.07

»312 .388 6.31

,315 .388 6.31

.318 .388 6.31

.321 .910, .388 1.25, 6.31
.324 .383 6.31

.327 .388 6.31

.330 .388 6.31

.333 .388 6.31

.336 .388 6.31

.339 .910, .388 1.25, 6.31
.342 .388 6 .31

.345 .388 6.31

.357 .910 1. 25

.366 .390 N

ARTICLE 4.

.375 1.01, 11.02
.378 .332 1.01, 11.02
.381 .534 1.01, 11.02
.384 .536 1.01, 11.02
.390 .546 N

.393 .543 i .03 (i)
.396 .550 1.05

.402 .552, .910 1.05, 1.25
.405 .560 1.06

.408 .562 1.07

L411 .562 1.07

A4 ,56 2 1.07

L417 .574 3.02

.420 .574 3.02

.423 .574, .573 3.02, 13.25, 13.28
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ABCA

426
.429
.432

.435
.438
441
444
447
450
.453
.456
.459
.462

465
.468
474
477
.480
.483
.486
489

492
.495
.493
.501
.504
.507
510
.513
.516
.519

.534
.537
.540
.543
.546
.549
.552
.555
.558
.561

ACC

.574,
.574,
.574

.530
.532

ARTICLE

.566
.568
.570
.572
.574
.574
.574
.574
.574
.574

.578
.580

.582

ARTICLE

.605
.603,
.605,
.605
.608
.608,
.615

.910
.608

.910

.615,.613,

.665
.610
.610
.610
.610
.610,
.613
.620
.623,
.625
.633,

.638
.645
.623
.623
.645
.645
.628
.648
.643
.665

.910

.910

.635

125

5

6

.660

RMBCA

13

13.
13.

12.
12.
12.
12.

13
13
13

13.

13
13

14.
14.
14
14.
14.
14.
14.

14.

14.
14.
14.
14.
14.
14

1.2

14.
14
14.
14.
14.
14.
14.
14.
14.
14.
14.

14.

.02, 13.30, 13.31
02
02

01
02
02
02
.02
.02
.02, 13. 28
02, 13. 31
.02
.02

02, 14.01
03, 1.25

.02, 14.01, 14.03

02, 14.01
03

03, 1.25
05

03, 14.05

04
04
04
04
04, 1.25

.04
N

5

N

20, 14.21, 14.23,

.30, 14.31

31
33
30
30
33
33
30
05, 14.06, 14.07
05, 14.06, 14.07

05(a) (4)



ABCA ACC RMBCA

.564 .660 14.05
.567 .643 14.32
.570 .660 14.05
.573 .650 14.31(c)
.576 .643 14.32
.579 .650 , .653 14.31(c),
14.40, 14
.582 .650 14.31(c)
.585 .650 , .655 14.31(c)
.588 .658 N
.594 .673 14.05(b)

ARTICLE 7.

.597 .705 15.01(a)
.600 .718 15 .01(b)
.603 .740 15.05(b)
.606 .720 15.06
.607 .723 15.06
.6009 .725 15.06
.612 .728 15.01(a)
.615 .730 15.01(b)
.618 .733 15.01
.621 .733 , .91C 15.01, 1.25
.624 .735 15.05(a)
.527 .753 15.07
.633 .758 15.08
.635 .760 15.08
.639 .763 15.10
.642 .765 N

.645 .768 N

.643 .770 N

.651 .773 N

.65 4 .775 N

.657 .738 15 .04
.660 .773 15.20
.663 .780 15.20

. 666 .783 N

.669 .735, .910 15.20, 1.25
.572 .788 15.20
.675 .743 15.30
.678 .745 15.31
.681 .748 15.31
.684 .750 15.31
.537 .708 17.02
.690 .713 15.04
.693 .715 15.02(e )
.696 .710 15.02(0/
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.708
. 714
. 717
.720
. 723
.726
147
. 75U
753
.756
.762
. 765
.768
771
.773

177
.780
.783
. 735
. 791
.792
. 794
. 795
. 793
799
.804
.807
.30

.813

ARTICLE

.823
.830
.845
.848
.850
.853
.843
.833
.835
.838
.840
.855
.858
.815
.860

ARTICLE

.818, .823
.820
.823
.823, .825
.155
.863, .915
.86 5
.925

868

.370
.935
423
.213, .220

ARTICLE

.950
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10,
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.26
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7.05(a)
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ABCA ACC RMBCA

816 .955 17.01
322 .965 1.02
323 .953 N
325 .990 1.40
323 .995 1.ul
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A

Business

(ABCA),

by section comparison of the
Corporation Act (RMBCA) with
Corporations Code (ACC) and the Alaska
AS 10. . N = No comparable
ACC

RMBCA

[ e

N NN DN

section

.26
.27
.29
.30
.40

.03
.04
.05
.06

.01
.04

.01
.02
.03

1984
the

Business

provision.

CHAPTER 1.

.995
.955
.868
.828 ,
.835 ,
.843
920
.910,

.863,
-.925,
.325
.950
.990

.830 ,
.838 ,

.915

-915
-930

.833
.840,

CHAPTER 2.

.218
.220
.223,
.230

.225

CHAPTER 3.

.005,
.015

.010

CHAPTER 4.

105
110,
125,
140,

115,
.130,
.145

129

.120
.135,

ABCA

.828
.82 2
.798
.708
.753,

.081,
.303,
.357,
.483,
.621,
.792
.795
.786
.813
.825

.810
.810
.267
.135

.003,
.018

021

.024,
.033,
.039,

proposed

Revised

Model
Alaska

Corporation

.714,
.756,

.258,
.321,
.402,
.504,
.669,

.009

.027,
.034,
.042

747,
.762,

.288,
.339,
.468,
.513,
.792

.030
.036,

Act

.750,



"MBCA

5.02
5.03
5.04

»

.01
.02
.03

o O

.04
.20
21
.22
.23
.24
, 25
.28
.30
.31
.40

[N N o) o) IS o)) B o) e ) M )]

.01
.02
.03
.04
.05
.07
.14
.20

N NN N NN NN

.21
.22
.25
.27
. 23
.30
.31
.40

N NN N NN NN

ACC

CHAPTER

,165
.150 , .170
175

CHAPTER

.305 , .325
.308

-.310, .313
.313, .320

.355

.328 , .330
.335 , .338

.438
.373
.343

.348 , .350
.345
.428
.385 , .388

.353 , .360
.365, .375

CHAPTER

.405
.405
.405
423
.410, .408,
.408

420

.413, .430

420

413

.415
.503

.420

.425
.425
435

130

5.

6.

7.

.315,
.323

.333
.340

.363
.970

.935

ABCA

.051
.045, .054
.057

.060, .069
.063
.066, .069, .072,
.075, .073, .084
.123
.087, .090, .093
.096, .099, .102
.125
.204(5)

N
L1114, 117
111
.129
.312 - .345
.204(1), .012, .21
.207(3), (4)

.133

.138

.138

.307

141, 144,
144

.156 .163
147, -150,
237 - .249
.156 - .163
.159, .163

.153

.156 - .168
171
171



RMBCA

O OO 00 0 0O 00 0O CO 0O 0O OO 0O OO O 0O O O O 0O O O o O O O O W 0 o

10.
10.
10.
10.
10.
10.
10.
10.
10.
10.

.01
.03
.04
.05
.06
.08
.10
.20
.21
.22
.23
.24
.25
.30
.31
.32
.33
.40
.41
.42
.43
.44
.51
.52
.53
.54
.55
.56
.57

01
02
03
04
05
06
07
08
09
20

ACC

CHAPTER

.450
.453
.453
.453
.455
.460, .463
.465
475
475
470
.470
473
.463
-450
478
.485
.480
.483
.483
.483
.483
.483
-490
-490
.490
-490
-490
.490
-490

CHAPTER

.502
.504
.504
.506
.504
.510,
.516,
.522 ,
.514
.228

.512
.518,
.524

131

8.

10.

.520
.526

ABCA

174,
177,
2177,

177,

.186

.189
.199
-199
-198
.198
192
.195

174,

.213

.216,
.223,
.228,
.228,
.228,

.228,
.010
.010
.010
.0i0
.010
.010
.010

.270
.276
.276
.232,
.276
.285
.294,

-291
.135

.222,
-1ticC,
.180,
.180,

.225
.231
.231
.231
.231
.231

.273

.279

.238
.303,

.219
. 133
.183
.183

.219

.306



RMBCA

11.01

11.02

11.03
11.04
11.05
11.06
11.07

HH
PR
~oE—

13.02

13 20
13 21
13 22
13 23
13, 24
13, 25
13, 23
13.30
13.31

14.01
14.02
14.03

14.04
14.05

14.06
14.07
14.20
14. 21
14.23

ACC

CHAPTER 11.
.530, .532 ,
.536 , .538,
.530, .532,
.536 , .538,
-544 , .548
.554 , .556 ,
.550, .552
.560
.562

CHAPTER 12.
.566
.568, .570,

CHAPTER 13.
.574
.544, .576
.576
.576, .578,
.576 ,
.57 6
.573
.578
.580
.580

CHAPTER 14.
.605
.60 5
.603, .613
.610, .613
.615, .648,
.665, .663 ,
.673
.643, .653
.643, -*53 ,
.633
.633
.63 3

132

.534
.540
.534,
-540

.553

.572

.660
.670

.675

ABCA

. 375
.334
.37 5
.384
.393

.396
.405
.408,

.435
.433,

417
447

= =z= =

423
.426
.426.

.465
.465
.468,
.483
.492
.436
.553
.570
-555
.55 5
.519
519
.519

.373,

.373,

.402

411,

441,

432
462

.453
.456
.456

474,
474,
474,
.469(3)

.504,

.489,
.561,
.594

.553,
.553,

.331,

.381,

414

444

477
L4777
430

.507

.555
.554,

.579
.579



RMBCA

14.
14.

14.
14.

14

15.

15.
15.
15.
15.
15.
15.
15.
15.

15.
15.

15.
16.
16.
16.
16.
16.

17

30
31

32
33

.40

01

02
04
05
06
07
08
10
20

30
31

01
02
03
20
21
22

.01
17.
17.

02
04
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15.

16.

17.

.628, .635

.635, .638,

.650

.60

.645, .653

.653, .668
CHAPTER

.705 , .718,

.730 , .733

.710, 715

.713, .738

.735 , .740

. 720, .7123,

.753

.758 , .760

.763

.778 , .780,

. 788

. 743

745 , .748,
CHAPTER

-430

.430

.430

.433

.433

.305, .808,
CHAPTER

.955

.955, .708

.963

.640

.728,

725

. 785,

.750

ABCA

.540,
.519,
.579 ,
.576 ,
.537 ,
.579

.579

.597,
.615,
.693,
.690,
.624,
.606,
.627
.633,
.639
.660,
.672
.675
.678,

.237
.237
. 237

.699,

.316
.316,

.543
.534

.532,
.567

.546

.600,
.613,
.696
.657
.603
.607,

.635

.663,

.681,

.249
.249
.249

.702,

.687

.552 , .519
.573,
.58 5

-549

.612,
.621

.609

.669 ,

.634

.705






PART I11I.

SOURCE CHART:
ORIGINS AND CORRESPONDING STATUTORY COVERAGE OF EACH SIFTION

OF THE PROPOSED ALASKA CORPORATIONS CODE (ACC)
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ACC ABCA MBCA GCL NBCL OTHER RMB(

ARTICLE 1. CORPORATE PURPOSES AND POWERS

.005 X X
.010 X

.015 p P
.020 X
.025 X

o X T
O

N

ARTICLE 2." NAME AND SERVICE OF PROCESS
.105
.110
.115
.120
.125
.130
.135
.140
.145
.150
.155
.160
.165
.170
.175

XX X X X X X X X X
XX X XT X X X X X

NXX X XXX X X X X XX X X X
> X<
©

X ORE p
ARTICLE 3. FORMATION OF CORPORATIONS

.205
e208
.210
.213
.215
.213
.220
.223
.225
.228
.230
.233

DEL

>

XX X X X X X X
XX X X X X X

DEL
DEL

T T X X0T T

X X X X

ARTICLE 4. CORPORATE FINANCE

.305
.308
.310
.313
.315
.318
.320
.323
.325 X

XX X X X X X X
L]

XX X X X X XX

T T T T T T T XX
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ACC ABC A MBCA GC NBCL OTHER RMBCA

.328
.330
.333
.335
.338
.340
.343
.345
.348
.350
.353
.355
.358
.360
.363
.365
.368
.370
.373 X X
.375
.378
.3°d0
.383
.385
.388
-390 X

X X X X X X X X X X X
XXX X X X X X X X X X<
T T T T X T T T T X X X X X X

X X X X X X

>
> X

X X X X X

ARTICLE 5. MEETINGS OF SHAREHOLDERS
.405 P
.408
.410
.413
.415
.418
.420
.423
.425
.428
*430 X
.433 X
.435 P
.438 X X

> X

X
P
X
X
X

>

>
T T T X X X X X0

W U U X T

>

X

X

X
X
X

X T T T

ARTICLE 6. DIRECTORS AND OFFICERS

m50 X p
,45 3
455 X

.-.58 P
460
463
465

o

X X X X
< ©

*36



ACC ABC A -MBCA GCL NBCL OTHER RMBCA

.468 X X
.470 X X
.473 X X e X
.475 X X X
.478 1 X X
.480 X X X
.483 X X X
.485 X X
.488 . p
-490 X X X
ARTICLE 7. AMENDMENTS AND CHANGES
.502 X X X X
.504 X X X X
.506 X X p
.508 X X
.510 X
.512 X X
.514 X X p
.516 X P
.518 X p
.520 X p
.522 X X
.524 X X
.526 X X
ARTICLE 8. ORGANIC CHANGE
.530 X X X
.532 X X X
.534 X X
.536 X X X
.538 X X X
.540 X X X
.542 X
.544 X p
.546 X X
.548 X X X
.550 X X
.552 X X X
.554 X X
.556 X X
.558 X X
.560 X p
.562 X X
.564 X
.566 X X
.568 X p
.570 X X p
.572 X X p
.574 X X p
.576 X X
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ACC ABCA MBCA GCL  NBCL OTHER RMBCA

578 X X
.580 X X P
.582 X

ARTICLE 9. DISSOLUTION

.605 X X p

.608 X X X X

.610 X X X D

.613 X X P

.615 X X

.618 X X X P

.620 X

.623 X X

.625 X X

.628 X P

.630 X

.633 X X D

*635 X " ORE X

.638 X X

.640 X P

.643 X X X

.645 X

.648 X X

.650 % X P

.653 X X

.655 X

.658 X X

.660 X P

.663 X

*665 X

.668 X

.670 X

.673 X

.675 X X

.678 X X X
ARTICLE 10. FOREIGN CORPORATIONS

.705 X X X

.708 X X X

.710 X X X

.713 X X X

.715 X X

.718 X X X

.720 X X X

. 723 X X X

. 725 X X X

.728 X X X

.730 X X X

.,733 X X X
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ACC ABCX MBCA GCL  NBCL OTHER RMBCA

.735
.738
.740
.743
. 745
.748
.750
.753
.758
.760
.763
.765
.768
.770
.773
775
.778
1780
.783
.785
.788

T X X X X X X©T X 1T X

XK XXX XXX XX XXX XXX XXX XX
>

MXX XX XX XX XXX XX XXXXXX XX

ARTICLE n . REPORTS, WEES, AND PENALTIES

805
808
811
813
815
818
820
823
825
828
830
833
835
838
840
843
850
853
855
858
860
863
865
868
870

> X X
T ©

XXX X XX X XX XXX X XXX XXX XX XXX x
XX X X X X X X X X X X X X X X
T T T T T T T ©

ARTICLE 12. MISCELLANEOUS PROVISIONS



ACC ABCA MBCA GCL  NBCL OTHER RMBCA

-905
.910
.915
.920
.925
.930
.935

-950
.953
.955
.958
.960
.963
.965
-968
.970
-990
-995

I|PI|

ACC:

ABCA:

MBCA:

GCL:

NBCL:

RMBCA:

X
P X
X X p
X X
P P P P
X
X X X
ARTICLE 13. GENERAL PROVISIONS
X X X
X
P P X
X
X
X X
X X P X
X
X P
P P P P
P P
indicates the presence of identical or functionally

identical statutory language.
indicates the presence of partial congruence between the ACC
and the source code or the RMBCA. The "origin"” and
"comparison" discussion for each section of the ACC should
be consulted in order to determine the differences.

CSSB 246/HB 343, The Alaska Corporations Code

AS 10.05, The Alaska Business Corporations AcCt

Model Business Corporations Act

California General Corporations Law

New York Business Corporations Law

ABA® fc984—Final Draft of the Revised Model Business
Corporation. Act
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LEGAL TIMES

ANALYSISAND PERSPECTIVE

A~ CORPOBATE-SECUBITIES j)

A Reporter’s-Eye View of Model Act’s Creation

by Robert W. Hamilton

M Harilton is Brro C Schjde
Professorof BsIness Jjtn or I;rgmfr_—
iili ofTé&seﬁ/&sin “]Sﬂoh§§£§
atptedfroma SN
lisredinthe Texes La» Rnar™

For lhc lasi five years | have sencc)a’
the reporter for the project that led to
the development of the Revised Model
business Corporation Act (19K4) The
new act—like the old—is a model stat-
ute designed for use by slates in revising
and updating their corporation stat-
utes: according to the Introductory
Comment, it is intended to be o "con-
venient guide for revision of state busi-
ness corporation statutes reflecting cur-
rent views as to the accommodation of
the various commetctal and social in-
terests involved in mode’, business
corporations "

The new act was formally approved
in the spring of 1984 and has already
formed the basis of a major statutory
revision in Virginia and is actively un-
der consideration in approximately 15
clher states. This article outlines the
procedures followed in developing the
new act and gives a preliminary assess-
mentofit.

My conclusion, perhaps colored hy
pride in a product that partially reflects
my own handiwork, is that on balance
the new model act is a substantial im-
provement over earlier versions and
strikes a reasonable balance in the
never-ending search for equity and fair-
ness on the one hand and efficient cor-
porate operation on the other.

The Committee on Corporate Laws

The Committee on Corporate Laws
of the American Bat Association's Sec-
tion on Corporation, Banking and
Business Law has complete responsibil-
ity for the development and updating ol
the Model Business Corporation Act.
This committee is unusual in two re-
spects. Unlike practically nil other
ABA standing committees, its member-
ship is closed, currently limited to 25
persons: membership is by invitation
only Further, the Committee on Cor-
porate Laws has authority to make fi-
nal decisions with reference to the
Model Business Corporation Act solely
on its own motion without the prior
approval cither of the section or of the
Board of Governors of ihc A BA itself

While the Committee tn Corporate
Laws is widely viewed as one of the
most prestigious committees in the Sec-
tion on Corporation. Ranking and
Business Law. clearly no attempt has
been made to make it representative of
all the various constituencies that might
have an interest in state corporation
laws. In the early years of its history, it
was considerably less representative
than it is now: Until the early 1970s it
was composed almost exclusively of
lawyers from large firms in a handful of
big cities whose clients were predomi-
nantly large, publicly held corpora-
tions It was, in short, management and
defense oriented Members, further-
more, were appointed for indefinite
terms, so that the committee had rela-
tively little turnover in membership

While the present committee contin-

ue' to have a strong predominance of
management-oriented attorneys, there
is lodav a diversity of interests and a
steady infusion of new blood Members
serve for six-year terms and arc rotated
off ihc committee at the conclusion of
their terms Two or three law professors
and one or two attorneys whose princi-
pal occupation is representing plaintiffs
in derivative litigation regularly serve
on the committee. Diversification has
also been improved by appointing at-
torneys from smaller oiics and in a
more geographically diverse manner.
Nevertheless, today, as has been true
historically, corporate attorneys from
large firms continue to dominate in a
numerical sense the Committee on Cor-
porate Laws.

Dertlopmraf: The Exposure Draft

When the decision to develop a new
version of the Model Business Corpo-
ration Act was reached, consideration
turned to the question of mechanics or

outside individuals and organizations,
and some draft chapters were informal-
ly distributed on request to interested
individuals Each revised chapter was
then subject to further debate, amend-
ment. and revision

The complete Exposure Draft was re-
viewed a final time by the committee at
its December 1982 meeting and was de-
termined to be in form suitable for pub-
lication for comment. Some consider-
ation was given to publishing IheJExpo-
surc Draft in the Business Lawyer but
two factors led to the decision not to
use this method of distribution: (1) its
cost (the Exposure Draft would have
occupied an entire issue of the Business
Lawyer), and (2) concern that this
would not assure maximum response
f'om interested persons. Rather, the
Exposure Draft was published in multi-
lilh form and copies were made avail-
able without charge directly to interest-
ed academics, former members of the
committee, and other organizations in-

When the decision to develop a new version ofthe ~ *
Model Business Corporation Act was reached.
consideration turned to the question o fmechanicsor
detail. The amendment{)rocess normallyfollowed by

the committee did no

seecm to be Hellsuitedto ~ .

development ofa newact, ~ ' f "

detail The amendment process normal-
ly followed by the committee did not
seem to be well suited to development
of a new act. The development process
threatened to be extremely time-
consuming.

Further, the | ossibility that different
sections would b: prepared by subcom-
mittees consist’.ig of different individ-
uals could readily lead to a diversity of
form or style that clearly had no place
in a single integrated statute it vas ul
this preliminary stage that | agreed to
serve as reporter for the project At the
lime, ihc decision to have an academic
reporter develop the new statute
seemed logical and not of great sub-
stantive importance but | feel now. in
retrospect, that it had important inci-
dental effects.

The development of the Revised
Model Business Corporation Act can
be divided into two broad stages with
the dividing line between the stages be-
ing the publication of the Exposure
Draft in the spring of 1983.

Substantial funding for the revision
was initially provided by the ABA and
the American Bar Foundation. With
this funding, a small staff was created
under the direction of Seth Searcy, an
Austin, Tex., attorney with substantial
experience in statutory codification ef-
forts Searcy served as the principal
statutory draftsman of the Exposure
Draft.

The Exposure Draft was developed
by an elaborate review and revision
process. Each section and official com-
ment was considered at least three times
by a subcommittee of the Committee
on Corporate Laws and at least three
tunes by the full committee. During the
later portion! of this process, com-
ments were solicited from inicrested

terested in corporate law. A notice of
availability was blso published in the
Business Lawyer. ofTcnng copies of the
Exposure Draft to its readership al a
nominal charge. Demand was unex-
pectedly large and a second printing of
the Exposure Draft was necessary. As a
result, the comment period originally
announced was extended through Dec.
31.1983.

Deielopmmt: The Final version

The public response to the Exposure
Draft exceeded hll committee expecta-
tions. Comments running into the hun-
dreds of pages were received from indi-
vidual law professors, atlcmcys, out-
side organizations, general counsel of
large corporations, and other ABA
committee. Several pooled comments
from outside organizations or commiit-
tees were received.

fticoy of the comments were ex-
tremely favorable: a few were basically
crilicalorthe underlying conceptions of
the project: most of them made numer-
ous major and minor suggestions for
amendments to. improvement! of. or
the introduction of new concepts into
the Exposure Draft.

The committee had had no prior ex-
perience with handling a response of
this magnitude. To deal with this unex-
pected outpouring, the committee
again broke itself down into substan-
tive subcommittees to consider pro-
posed changes to each chapter. Many
comments made innovative suggestions
not previously considered at all by the
committee. While most of these com-
ments were pul to one side to await
more leisurely consideration, a large
number of them were accepted in prin-
ciple and the reporter was requested to
make appropriate rcviiions in the Ex-

posure Draft

This process snowballed as outside
suggestions caused a significant num-
ber of changes to be proposed by mem-
bers ofthe committee on theirown mo-
tion. These changes were so numerous
that tbev largely occupied the reporter
for six months after the close of the
comment period In several instances,
critical comments from outside sources,
combined with "good ideas"- from
committee members, led to significant
revisions of basic concepts, such as the
way class voting is handled, which in
turn, led to systemic changes through-
out many sections of the model act.

Commentary was particularly criti-
cal about the Exposure Draft's han-
dling of the duty of care and the busi-
ness judgment rule in 18.30 and con-
flict of interest transactions in J81JI. In
both instances the committee basically
returned to language that had appeared
in earlier versions of the model act and
eliminated "new approaches" that had
been adopted in the Exposure Draft. |
personally agreed with the revisions
made al this stage to §8.30 but strongly
disagreed with the changes in Kil

As a result of the numerous changes
made since the publication of the Expo-
sure Draft, no weight or reliance on this
document isjustified; tbe basic wisdom
of not publishing the Exposure Draft in
permanent form in the Business Lawyer
was thus independently confirmed.

TV Committee and the Reporter

P.iere is a widespread belief that in
major codification projects an academ -
ic reporter has broad power to deter-
mine whal is included and what is ex-
cluded, and that while the committee or
governing authority has ultimate pow-
er. in reality the real power rests in the
capable hands of the reporter. W hatev-
er may be the case in other projects,
that is a completely inaccurate percep-
tion of the relation | had with the Com-
mittee on Corporate Laws. That com-
mittee was fully in charge of all deci-
sions; while preliminary' drafts were
prepared by me and screened by sub-
committees that so”'crimcs did not re-
fleci full comc.iitcc sentiment, in the
last analysis statutory provisions or of-
ficial comments were included only
with the express and considered judg-
ment of the committee, as hammered
out in extended (and sometimes excru-
bating) debate.

The Revised Model Business Corpo-
ration Act is in fact as well as in theory
the produb of the committee and not ol
my own personal views. While | agree
with most of the substantive judgments
made by the committee, | disagree
mildly with several and strenuously
with one or (wo of them.

There are several reasons for the
dominance of the committee in this
project For one thing, the intellociu.il
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level of the committee participants is
extremely high. All of them are success-
ful practitioners with many years'expe-
rience in the best corporate practices;
they arc accustomed to dealing square-
ly with major transactions and difficult
issues They ate not accustomed, to say
the least, to defer to the views of a mere
academic on issues they have been deal-
ing with for years.

Secondly most of the committee
members welcomed the opportunity to
put aside the parochial interests of their
clients and develop the "best" princi-
ples. Discussions were spirited, the level
of interest was high, and the willingness
to spend time away from the meeting
room to review drafts, prepare memo-
randa. or write substitute sections was
remarkable No one will ever know the
number of uncompensated hours spent
on this project, but it must run into the
lens of thousands of hours

In short, the committee controlled
the product because the members were
smart, they had broad practical experi-
ence. they were very interested in the
project, and they worked hard

The Committee's Perspective

Since committee members were pre-
dominantly from large-firm corporate
practice, it would be relatively easy to
dismiss the Revised Model Business
Corporation Act as an excercise in im-

‘Milwaukee Spring’ Leaves Some

Continuedfront pece Id

volves a change in the nature and direc-
tion of the employer's business, or ' .'rns
on factors not amenable to resolution
through the collective bargaining pro-
cess. then the employer may clearly act
unilaterally without violating Ihc
NLR A. so long as it gives (he union lhc
opportunity to bargain over the effects
of it_decision. The question in IMIMeLF
S]’lrg of whether union consent is
needed for a midcontract relocation isa
secondary question reached only if it is
determined that the relocation itselfisa
mandatory subject of bargaining

A second factor limiting the reach of
this decision is that most cases alleging
midterm modifications of a collective
bargaining agreement wil be submitted
to arbitration. Because (he majority of
collective bargaining agreements have
arbitration clauses, and because the
board has shown an increased willing-
ness to defer to arbitration questions
Ihal involve the interpretation of a col-
lective bargaining agreement, the ma-
jority of midcnntracl modification
cases will be decided not by the board
but bv an arbitrator in the first in-
stance.”™ The court's opinion in -

] recognized the unusual
posture of the case by noting that "it
is not clear why this case was not sub-
mitted to arbitration pursuant to -
Iyer Imsulated Wire. 192 NLRB 837
(19710)"»

In the arbitration setting, arbitrators
took to a number of factors in assessing
whethei a midcontract relocation or
transfer of work violates the contract,
such as past practice, the efTcct on the
unit, and the negotiating history of spe-

proving “flexibility" so that corporate
management can do what it swishes as
efficiently as possible. | believe this is a
misleading oversimplification

The committee members generally
LEIT trying to develop the "best" stat-
ute they could in a jurisprudential
sense They were trying to meld togeth-
er principles of fairness and equity with
a system of management that permitted
efficiency in operation. In approaching

The committee tried to
meld togetherfairness and
equity with a system of
management that permitted
efficiency in operation.

this task two ‘actors strongly influ-
enced their perspectives on the issues
that arose: (1) They had a wealth of
practical experience that no academic
could reasonably hope to match. As a
result, issues were not approached as
theoretical or logical questions but as
real life problems. (2) The geographical
diversity of the committee members
meant that the experience of 10 or so
states could instantly be brought to
hear on a statutory issue as it arose
Furthermore, the experience was nol
limited to the langu-’e of the statute,
but involved application -f the statute
to numerous diverse situation. With
the advantage of these perspectives, a

cific provisions of the contract that al-
legedly permit or prohibit the employ-
er's action.

Finally, it is highly unlikely Ihal ei-
ther party in future midcontract reloca-
tion cases will enter into the type of
stipulations that the parties entered
into in NJ As noted
above, employers arc understandably
reluctant to concede that a midcontract
relocation is motivated solely by labor
costs and therefore a mandatory sub-
jectof bargaining. Similarly, unions arc
understandably reluctant to concede
that a particular midcontract action
such as a relocation does not modify or
violate the collective bargaining
agreement

The Revened Rights Doctrine

Under M'V\ﬂj@&ﬂr‘g l. the cm-

tloyer's motivations for its action, such
* aether it desired to obtain compar-
ative'y cheaper labor costs, were signifi-
cant ami the employer had the burden
of proving that the nwh-'vive bargain-
ing agreement clearly and unequivocal-
ly permitted it to remove unit work
midcontract without the consent of the
union. Under S]"lrg“.the
only motivation relevant was the pres-
ence or absence of anti-union animus
Further, (he burden shifted to the union
to show that the collective bargaining
agreement explicitly prohibited the
midcontract relocation or_transfer al
issue. In Smrg the
board implicitly recognized the re-
served rights doctrine. The union lost
any veto right not expressly contained
in the collective bargaining agreement.
The court's affirmance of

S.Tlrg ”, however, once again raises

provision that seemed abstractly desir-
able because it might help in one kind
of family corporation situation might
receive very negative scrutiny because it
increased Ihc complexity of transac-
tions in a variety of other settings. The
weighing of ihese advantages and dis-
advantages obviously involves practical
questions about the frequency of
events

After listening to and participating in
this process, on a number ofoccasions |
was persuaded that provisions that |
had openly criticized in class and in
published writing had more support in
fact than | had previously supposed.

My most serious personal criticism
of the majority of the committee mem-
bers was that even though the model act
will be primarily applicable to corpora-
tions that are not registered under the
federal Securities Exchange An of
1934. the committee members f  led to
lay too much emphasis on the p. cntial
applicability of provisions to publicly
held cotporations. Most states, of
course, have both publicly held and
closely held corporations so thar it is
important Ihal provisions be wr/kable
for publicly held corporations as well as
equitable in the closely held corpora-
tion. However, in a number of in-
stances. committee members seemed to
be mure concerned only with the pub-
licly held corporation even though the
issues under discussion, su h as con-
flict-of-interest transactions between a
director and the corporation, were

Uncertainties

lhc possibility of a union veto right, but
this lime from a bilateral contractual
zipper clause. In effect, the decision ap-
pears to shift the burden back to the
employer to show some affirmative
contractual authority for its midcon-
tract actions. Because the court's opin-
ion focuses on the existence of a strong
management rights clause and express-
ly reserves judgment on the vahditv of
the reserved lights doctrine, judicial,
arbitral, and NLRB views concerning
the reserved rights doctrine may in the

future assume increased prominence in
this area of the law

"76SF2d 175(DC Cu June IS. 19851

1Srr "NLRB S»si Union Mull 06«>
Unil-W'otk Removall.’ Le(T]aI Tmec. (Feb. 14,
195J] al 16. "Union's Scowl al NLRB Reversal
on Fac;llt& Relocation!.” Legal T'mei (Feb 13.
19k4Jai 1
'205 NLRB 200(198:1
*Srr "NLRB Sayi Union Mun OLsy
Unu-Wmk Removall." tums nole 2, Legal
Timeial 10

" 268 NLRb 601 (19R4|

" Id al 602

705 F.24 al 182n24.

11d a 1181,

'Id at 183

"1d al 180n.2]

“Id. at 182n 27

"Id at 160

"Id Xl 182-83. )

"See American League of Profcuional Base-
ball Clubs and National league of Rrofeasionat
Baseball Cluf'i. 99 LRRM 1724 (19781 (advice
mcemotandu | and cues eiled therein

" 765F.2d al 182n.27.

"Id al 182n 29.

" Srr. 11 Phelpyv. "Management*! Reserved
R,:'?hts An Indusif! View." and Goldberg,
"Managrmem'i Reserved Rights A Lahor
View." ‘Management Rights and the Arbitration
Procei! 102. 118. 122-23%BNA 1956)

* 269 NLRB No 167 19842

"Srroalso United Trrhntdetm Corp. 268
NLRB No 1311984|; O/iuCorp . 268 NLRB No
86(198").

765 f.2d al 182 n.26 n

most likely to be seriou* problems in
the closely hdd corporalion.

A major consequence of the large
plurality of practicing attorneys on the
committee wax a substantial conserva-
tism on the committee By and large,
there wai reluctance to consider inno-
vative propc xaU that seemed intuitively
plausible when the need for them had
rot been demonsirated by actual prac-
tice or experience. The importance of
the model act in the uates was fully
appreciated, and as a result there is a
substantial amount of continuity in
principled between the 1984 act and ear-
lier model acu, even though the lan-
guage and form ire new.

Uadertying Theory

In order lodecide whether a new cor-
poration statute is desirable, one musi
have tome idea about what the goal of a
corporation statute should be We have
long since grown beyond simple con-
cepts of "franchise” or "grant,” Tradi-
(ionally, the watchwords of the model
act since 1950 have been “flexibility"
and "modernization " From this per-
spective. the major joal of corporation
statutes is to promote efficiency and
economy of management and avoid un-
necessary costs.

the other hand, some academics
nave criticized most modern corpora-
tion statutes on the ground lhal they
are too permissive, tha< they do not
provide adequate protection for inter-
ests other than incumbent corporate
management. These views make the ba-
sic goal of corporation statutes the
“protection of shareholders” or the de-
velopmentofstrong" regulation

The economist has developed quite a
different theory of state corporation
statutes—that the purpose of a corpo-
ration statute is to substitute for private
contract. In other words, a corporation
statute is not regulatory at all but is an
efficiency-creating device Ihal avoids
the cost of drafting and redrafting re-
current provisions by limiting the draft-
ing costs that would otherwise be in-
curred. Since a corporation may incor-
porate in any slate, a variety of
diflcient corporation statutes in differ-
ent stales gives the corporation an op-
portunity to select which types of provi-
sions be .l suits its needs

The economist's approach toward
corporation statutes is certainly .;«ti the
theory on which the Revised Model
Business Corporation Act was drafted
This :hcory was never expressly consid-
ered or explored by the committee at
any point in the drafting process, and
frankly. | suspect that most practicing
attorneys would not accept the underly-
ing premise of this argument that cor-
porations should be viewed as purely
contractual in nature While corpora-
tion law obviously does have contractu-
al aspects, and contract-type arguments
were raised by committee membersin a
number of contexts, all members ap-
peared to rcccgnize that regulation was
necessary to some extent. It was gener-
ally accepted within the committee, for
example, that some actions may be lit-
erally authorized by articles of incorpo-
ration or other corporate documents
but be subject to judicial invalidation.

As with many proposals pul forth by
economists, however, there is tome
truth to the mggestion lhal corporation
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statutes sent partialis as an aid to nr
simplification of drafting exercises

Several provisions in the Revised M od-
el llusi.iess Corporation Act arc of this
nature ntosi notably the provisions re-
lating to articles of incorporation, prc-
cmplive nphts. and cumulative voting

On the other hand, theic are numerous
provisions in (he Revised Model Busi-
ness Corporation Act in which the pur-
pose is clearly regulator) and election
of non-applicability is expressly exclud-
ed or simpl) not contemplated. Exam-
ple! of provisions of thi type include
(al shareholder inspection rights, (hi
power of direclors 10 change the sire of
ihc hoard without shareholder approv-
al. (cl the requircmcot that every corpo-
ration provide certain minimum finan-
cial staicmerits to each shareholder, (d)
availability of a list of shareholders be-
fore each meeting, and (el Ihc grant of
soring rights to non-voting shares in
connection with certain adverse funda-
menial transactions. None ofthese pro-
visions iscontractual in the sense that it
mas lie eliminated by provision in the
articlesofincorporation or bylaws

A Preliminary Appraisal

The question whether the Revised
Model BusinessCorpora'.,Ad, given
a regulators prvmisc for corporation
statutes generally, too aggressively pur-

sues "flexibility” and "moderniranon”
at the cost of "shareholder protection”
isa subjective one on which peivons can
disagree. My own view is that the new
act strikes a plausible balance

The advantages of many traditional
“shareholder protection' devices are
more apparent than real The devices
Ihal might he cited as falling wjthin this
category include cumulative voling.
pre-emptive righls. shareholder ap-
proval of certain transactions such as
plans for lhc grant of incentive share
siphons, and many of the traditional re-
strictions on (he issuance o( shares,
such as (he par value rules. The proiec-
lion afforded by (hesc traditional
“shareholder protection” devices is
more illusory (ban real because they do
not in fact prevent harmful transactions
if the corporation dcsirev to enter into
such transactions and is willing to
structure (he transactions in specific
ways, tver; sophisticated attorney re-
alites that these devices can be evaded,
avoided, worked around, or what have
you. The few lhal cannot—for exam-
ple.:" -quircmeni in ihc 1950 act that
most ‘'undamcntal corporate changes
have to be approved by two-thirds of all
the shares of the corporation, voting
and non-voting alike—seemed to indis-
crim inalely block bolh desirable and
undesirable transactions or 10 create
blackmail possibilities in the hands of
minority securities holders. Provisions
that give ippaicnl but not real protec-
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lion against abuse should not be dis-
missed simply as ineffective regulatory
devices They have a real capacity for
harm since the statute may create.the
impression to ordinary persons that
they have greater protections than they
in faci have

To illusttate. one of the provisi tnsof
this character eliminated in the Revised
Model Business Corporation A t isthe
prohibition against issuing shies for
promissory notes or promise' of future
services This restriction go's far back
in corporate lav., it is, (ot example, in
(he Texas Constitution of I»T6 This
provision, further, superficially seems
to serve an important anii-dilulive
purpose

The Revised Model Business Corpo-
ration permits the issuance of shares by
a corporation for any consideration or
benefit deemed by the directors to be
appropriate, (ill deference to the long-
standing restriction against issuance of
shares fur promissory notes or prom-
ises of future service, however, the new
act subjects the issuance of shares for
these types of consideration to the con-
dition that shareholders be routinely
advised of the issuance.) Al first, | wu$
skeptical of the wisdom of relaxing the’
longstanding prohibition against these
types of consideration, since this obvi-
ously upens up the possibility of dilu-
tion of the inleresls of existing share-
holders who pul in cash while promot-
ers or managers issue shares to
themselves for future services of mar-
ginal value or promissory notes that
may he later paid out of the returns
from the venture.

On the other hand, peculiarities are
certainly created by Ihc present restric-
tion: Jane Fonda enters into a contract
to do a film, demanding a 25 percent
interest in Ihc profits. Under present
law. shares cannot be issued to her be-
fore she performs the services even
though the venture could probably take

Fonda's contract dow n to the bank and
borrow SI0.000.000 on it John D
Rockefeller cannol buy shares for hi-
promissory note even,'hough his prom-
issory note is presumably "as good a?
gold * If John Public, however, hap-
pens to acquire one of John D s note-
-Arcould use the note as consideration
for the very same shares that Jahn D
could nol use the not” to purchase

Do these restrictions prevent fraudu-
lent or dilutive transactions? Sir.ce one
can simply use treasury shares or desig
nate past services as the comidcratior
for the shares and place ti high value or
these services, exactly the came result
can be reached by anyone with any so-
phistication without violating the pro-
scription against issuing shares for
promissory notes or future services
The real protection against fraud ot di-
lution is not in these overbroad statu-
tory restrictions but in an alert judiciary
willing io impose fiduciary duties to sei
aside unfair or dilutive transactions

Conclusion

The dynamics of legislation on cor-
porate matters in most states arc
strongly Influenced by the position of
the local bar The acquiescence or sup-
port of the bar is typically a necessa.-y
condition if legislation is to stand any
chance orenactment. particularly a ma-
jor rceodification of a traditional pri-
vate law area such as corporations
Thus, for the revised model act to have
influence, it must preserve the wide-
spread perccpuon that the committee
has only made changes that h3ve been
-arefullv considered and tested The

ial response to the Revised Model
Vusincss Corporation Aci indicates
t) at it has retained this perception |[i is
| ely, therefore, to have a major 3nd
continuing influence on the develop-
ment of state corporation law at least
through the rest of this century L]
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October 7, 1985

HOUSE JUDICIARY COMMITTEE
Alaska State Legislature
Pouch VvV (MS 3100)
Juneau, AK 99811

RE: HOUSt, BILL 246 - SENATE BILL 199
"AN ACT REVISING THE CORPORATIONS CODE;
AND PROVIDING FOR AN EFFECTIVE DATE"

Ladies and Gentlemen:

The Aleut Corporation respectfully requests that Section
10.06.960(d) be revised to include affiliates of ANCSA
corporations, so that directors and officers of affiliates would
havo the same protection against personal liability to contract
creditors that is provided to the corporations organized under
43 U.S.C. 1601-1620 (the- "original™ ANCSA corporations).

We suggest the following revised wording for Section
10.06.960(d):

"Notwithstanding the provisions of AS 10.06.488, a
director or officer of a corporation organized under 43
U.S.C. 1601-1628, or a director or officer of any
affiliate thereof, is not personally liable to the
contract creditors specified in AS 10.06.490 except as
otherwise provided by law."

Ver™ truly yours,

J3hn C. Carpenter
Senior Vice President

JCC:ct
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STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST
Bill/Resolution No: CS HB 217
Title:An Act Relating to Games cf
Chance & Skill & Providing for an
Effective Oate
Sponsor: Gove .nor

Requestor:
Date of Request:

Revision Date h/10/87

FISCAL DETAIL

Agency Affected: Revenue

Program Category Affected: General
Government

BRU, Program or Subprograra(s) Affected:
Public Services Operating & Public
Services Data & Word Processing

EXPENDITURES/REVENUES: (Thousands of Dollars)

1FY 8 1FY 86 1FY 8 1FY 8 1FY 89 1FY 90
OPERATING 1 1 1 1 J_ I
100 PERSONAL SERVICES 1 | 183.8 | 196.7 | 210.S | 225.3 | 241.1
200 TRAVEL 1 | 32. | 34.3 | 36.7 | 39.3 | 42.1
300 CONTRACTUAL 1 | 27.4 | 29.4 | 31.5 | 33.8 | 36.2
400 SUPPLIES 1 1 1-5 1 1-7 1.9 1 2.1 2.3
500 EQUIPMENT 1 | 8.9 | 9.6 | 10.3 | 11.1 | 11.9
600 LANDS & STRUCTURES 1 1 1 1 1 1
700 GRANTS, CLAIMS 1 1 1 1 1 1
800 MISCELLANEOUS J 1 1 1 1 1
TOTAL OPERATING 1 | 253.6 | 271.7 ] 290.9 | 311.6 " | 333.6
1 CAPITAL I - 1 1 1 1 1
1 REVENUE 1 | 192.4 | 206.2 | 221.6 | 238.5 | 257.1
FUNDING: (Thousands of Dollars)
| GENERAL FUND | 61.2 | 65.5 | 69.3 | 73.1 | 76.5
i FEDERAL FUNDS I _ I - I _ I - I
| OTHER [ - 1 - | - I - 1 -
I TOTAL L 61.2 | 65.5 | 69.3 | 73.1 | 76.5
POSITIONS:
| FULL-TIME | | 5 | 5 | 5 | 5 | 5
| PART-TIME | - | | | | - I
I TEMPORARY | | - | J ] |
SOURCE OF FUNDS TO OFFSET FISCAL IHPACT OF BILL:

License fee: $50 per non-profit;
1 1/2* tax
Sale of seals for pull tabs

See revenue figures above.

ANALYSIS: Attach a separate page

$200 per operator; $200 per distributor

for analysis.



Fiscal Note n %
C3 for HB247 C S

April

10, 1985
Prepared By ak Phone:

Division: Public Services- Date-
Approved by Commissioner Date-:
Agency: Department of Revende

Distribution (by Agency preparing seal note)
Legislative Finance
Legislative Sponsor

Requestor
Office of Management and Budget

Impacted Agency(ies)

465-2392
¥//7a/.?r~

/1 0/



Public Services Division BRU
Fiscal Note Analysis

ASSUMPTIONS

850 permit holders
Bill will go into effect July 1, 1985

PROGRAM SUMMARY

Administration, of Games of Chance and Contests of Skill (AS 05.15) rests
with the Public Services Division. Essentially, no field enforceraei.; has
been employed in past years. Gambling in Alaska has grown substantially
in recent years with an even more accelerated growth expected. There is
a definite need to provide for some control before gambling reaches a
level that would prohibit any control.

This legislation would allow funding for an educational enforcement
program. Fiuld investigators would review gaming operations to ensure
compliance with existing law. The tax examiners will be used to issue
permits and review monthly and annual financial statements tr ensure
proper use of funds derived from gaming, and to ensure that the state
receives the proper fee.

100 PERSONAL SERVICES

2 Investigator 11 3,662 @ 24 months $ 87,888

2 Tax Examiner 11 2,854 @ 24 months 63,496

*1 Clerk Typist 111 2,284 @ 12 mo :ths $ 27.408
TOTAL $183,528

Five employees are necessary to properly review 850 permit applications
and conduct approximately 40 field examinations of financial records

per year.
200 TRAVEL
Investigative trips $ 26,57t
Educational trips 3,096
Investigator training trips $ 2,328
TOTAL $ 32,000
Three types of travel are outlined for the investigators. The

investigat.".ve/audit travel consists of reviewing the operations of
games and conducting audits of the financial records of p<rmit

holders. Educational trips will be made for the purpose >f providing
permit holders with the information they i.eed to comply vith Alaska
statutes and regulations. Training-related travel is nerded to provide
investigators with current gaming enforcement and education methods.



Fiscal Note CS for HB247
April 10, 1985

300

400

500

The

CONTRACTUAL
Pull tab stamp $ 625
Printing cost for forms " 2,000
Communications $ 3.800

TOTAL $ 6,425
SUPPLIES
Stationery and office supplies $ 1,500

TOTAL $ 1,500
EQUIPHENT

Office equipment (desks, chairs,
calculators and filing cabinets) $ 8,865

The five positions will each require a locking file cabinet in which to
store monthly reports and distributor®s reports.
TOTAL $ 8,865

PUBLIC SERVICES OPERATING TOTAL $232,318

following funds would be allocated to Data Processing within the Public

Services Division for the operation of the Gaming Enforcement Unit.

300

CONTRACTUAL

Equipment, rental fees and maintenance
fees $ 21.000

DATA PROCESSING TOTAL $ 21,000

Three Wang work stations, one printer and one central processing unit
are needed for the Gaming Enforcement Unit. One work station will be
used in the Anchorage Field Office and two work stations will be used
in the Juneau Field Office. The Wang equipment will be used to file

financial reports which will be data captured for financial analysis,
and will also be used for word processing functions.

TOTAL PUBLIC SERVICES OPERATING
AND DATA PROCESSING $253.318
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DEPARTM ENT OF REVENUE 1111 West 8th Street. Room 108*

Juneau. Alaska 99801

PUBLIC SERVICES DIVISION

March 1, 1985

The Honorable Ben Grussendorf
Speaker of the House

Pouch V

Juneau, AKk. 99811

Dear Mr. Speaker:
The annual report on Gaines of Chawce & Skill, as required by AS 05.15.090
is enclosed. Also enclosed is a supplemental report for 1983 which summarizes

all 1983 financial statements received.

A total of 763 Games r,f Chance and Skill permits and 54 Horite Carlo
permits were 1issued for 1984 with 348 permittees having filed the required

annual and interim financial statements. Additionally there are approximately
400 financial statements not yet processed. The Department is requesting
financial statements from tnose who have not reported. A permit for the

current year is not issued until after receipt and exarainetion of the prior
year financial statement.

Gambling 1in Alaska has increased substantially 1in recent years. As with
any statutorily governed activity, enforcement and compliance 1is sometimes
difficult to maintain. To better facilitate enforcement and compliance, the
Department of Revenue, on September 17, 1984, employed an Investigator, thus
forming the Gaming Enforcement Unit. This Unit has the responsibility to
ensure that permittees comply with State gambling laws and regulations. The

Investigator inspects the premises and activities of permittees to determine
compliance with laws and regulations as well as to provide assistance 1in the*",
interpretation. The policy of the Unit for this year was to effect voluntary
compliance by providing the permittee opportunity to comply with statutory
authority and to develop bookkeeping and accounting systems that protect both
the permittee and the public.

The primary efforts of the Gaming Enforcement Unit have been:

- Prevention of hidden ownerships or ir "rests in gambling permits;

- Effective control of authorized gambling activities through scheduled
and unscheduled inspections, 1investigation, and audit programs;

- Prevention of unauthorized gambling activities;

- Assistance to local law enforcement agencies through mutual assistance
and cooperation;

- Assistance to permittees through education and guidance 1in the
interpretation of gambling laws and regulations.



Response to Questions on HB247

Question: Why are you requiring local government approval of bingo,
pull tabs and special draw games?

Answer: Local governments are in the best position to know the
effect of such activity on its citizens, on zoning requirements and
on local law enforcement, and we believe that local government 1is 1in
the best position to monitor these activities. IT a community does
not went these games within its boundaries, the state should not
issue permits for such games, in effect, overruling local desires.

Question: Wouldn*t this mean that local government could play
favorites or politics among applicants for permits?

Answer: We do not believe that local governments will be less fair
than the state in reviewing permit applications. If they prove to
be, the legislature may take remedial action, but since we do not
see that kind of danger, we think local government involvement 1is
important.

Question: Why are we reduc-",:g years in existence from five years to
three years?

Answer: There are many organizations within the State that are fully
qualified as non-profits, but lack qualification under the 5-year
rule. We feel that 3 years of operation is sufficient indication of
stable permanence to protect the public.

Question: Why are we redefining political organizations?

Answer: To allow candidates and political action committees who are
registered with the Alaska Public Offices Commission to raise monies
through raffles. Under current law, only political parties are
eligible for a permit. This legislation would allow political
parties to continue to receive a full gaming permit, and would allow
political "organizations"™ to receive a raffle pernmit.

Question: Why are we eliminating Contestsof Skill?

Answer: The Attorney General®s office hasruled that Contests of
Skill are not gambling activities. Since they are not considered
gambling, there 1is no criminal penalty attached to opera* "ng without
a permit. Last year the Department grossed $1,016 throuO. the sale
of these permits. Considering that the activity does not constitute
gambling, and that the revenues raised are minimal, it is
appropriate to remove these activities from this chapter.

Question: Why is the distribution of pulltab games bei.igtreated
differently?



The Gaming Enforcement Unit feels that it has gaired knowledge concerning
non-profit gambling in the State not previously available. The Unit will
continue in its efforts to apply the laws established by the legislature and
to ensure adequate protection to the public as well as in-depth support of
permittees.

To date, the investigator has made 16 scheduled, 4 unscheduled, and 8
undercover 1inspections. There 1is only one investigator assigned to conduct
such examinations and visits; consequently, education and enforcement efforts
are necessarily limited.

The Unit would like to sec a comprehensive educational training program
for the permit organizations, bingo hall operators and the law enforcement
agencies. This training would eventually reduce the reporting and bookkeeping
errors and the illegal operation of gaming activities.

Continued efforts by the Department of Revenue to review permittee
organizations and strict adherence to application requirements have
substantially increased the number of organizations denied Games of Chance and
Skill permits. In 1983 we received 819 applications; 39 were denied. For
1984 we received 856 applications; 93 were denied.

For the 1984 report, we have broken down raffles 5 lotteries to reflect
reported pull-tab activity in the State. Of the 348 financial statements
processed to date, 54 permittees reported using pull-tabs. Cf these 54, 22
reported giving prizes. An accurate gross receipts total for pull-tabs is not
readily available as many organizations include pull-tab receipts in with
bingo or raffle receipts and report the prize awards 1in the same manner.

Forms redesign and education 1in the proper reporting and bookkeeping
requirements should resolve this problem.

The current raffle & lottery prize award limit of $200,000 still creates a
problem for several organizations. Pull-tabs currently come under the
definition of 15 AAC 105.120, Raffles and Lotteries. Due to the amount of
pull-tab receipts generated, many organizations exceeded the raffle pr ze
limitation.

As a result of increasing administrative costs to enforce Games of Chance
and Skill as well as more permittees, population growth, and increased public
interest 1in gaming activities, we recommend per AS 05.15.090, that the cost
for a permit be raised from $?0.00 to $50.00 and that the annual fee be raised
from 17. of the net proceeds to 1.5X of the gross receipts after the deduction
of prizes.

HAN :kp

Attachments
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11.

Answer: It is estimated that the value of pull tab stock entering
Alaska each week through the State of Washington is $49,000. This
is about 2 million pull tabs. Only a small fraction of the sales of
these pull tabs are being reported. Through control of the sale and
distribution the department will be able to appropriately monitor
gambling activity.

Question: Wny are we licensing pull tab distributors?

Answer: Currently, there is no control on pull tab operations 1in
this state. Because of the way pull tabs are played and reported,
there is great potential for abuse. In order for the state to
monitor gaming operations, we need to know how many pull tabs are
entering the state and to whom they are sold. Licensed distributors
will purchase seals for pull tab boxes, allowing us to identify
legal inventory. Additionally, we will be able to compare
distributors®™ reports of 3ales to the reports and inventories of the
permittees, allowing us to accurately determine sales and revenues.

Question: What"s the real difference between existing section 160
.nd your proposed new section?

Answer: Under current law, the permittee is assessed a fee based on
net receipts. Even though this section lists authorized expenses,
there is actually an incentive to keep expenses high. Under this
legislation, the authorized expenses are limited to 251 of the gross
receipts.

Question: Explain how section 185 would work.

Answer: The pull tab distributor would be required to apply for a
$100 permit from the Department. Receipt of a permit would allow
the distributor to purchase Department seals which are to be placed
on ea~.h pull tab box entering and/or sold in the state. The
distributor would be required to report the names of all permittees
to whom pull tabs were sold, the serial numbers of the pull tabs
sold to those permittees and the numbers of the identifying
Department seals. This would provide the Department with a cross
check on the premises of each gaming operation.

Question: Shouldn®"t religious organizations organized under
AS 10.40 also be included?

Answer: Yes. The omission was an oversight and the bill should be
amended accordingly.

Question: Why don"t you retain the language of existing section 060
which gives a rather exhaustive list of matters from which
regulations may be 1issued?

Answer: We believe that portions of existing section 060 are
unenforceable and we believe the new section gives equally broad
scope for regulations.
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13.

Question: What are the penalty provisions for AS 43.05.220(a)~?

Answer: When payment of the 1 1/2% fee is late, there 1is a penalty
under this statute of 5% each 30-day period. The penalty cannot
exceed 25% in the aggregate.

Question: Does this bill address the issue of state costs to ensure
compliance?

Answer: Ye3. It is our belief, as shown in the fiscal note, that
revenues from fees will cover state costs. Currently, the depth of
unreported revenues 1is not known, but we feel our estimate 1is low.



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date 3/21/85

REQUEST FISCAL DETAIL

Bill/Resolution No: HB247 Agency Affected: Revenue

Title:An Act Relating to Games of Program Category Affected: General
Chance & Skill & Providing; for an Government

Effective Date

Sponsor: Governor BRU, Program or Subprograra(s) Affected:
Requestor: Public Services Operating & Public

Date of Request: Services Data A Word Processing

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 86 FY 88 FY 89 FY 90

1 1 FY 85 1 1 1 1 1
1 OPERATING 1 1 1 1 1 1
|] 100 PERSONAL SERVICES | | 183.8 | 196.7 | 210.5 | 225.3 | 241.1
| 200 TRAVEL | | 32. | 34.3 | 36.7 | 39.3 | 42.1
| 300 CONTRACTUAL | | 27.4 | 29.4 | 31.5 | 33.8 | 36.2
| 400 SUPPLIES | - | .5 1 1-7 i 1-9 1 2.1 | 2.3
| 500 EQUIPMENT - | 8.9 | 9.6 | 10.3 | 11.1 | 11.9
| 600 LANDS & STRUCTURES - 1 1 1 1 1
| 700 GRANTS, CLAIMS 1 1 1 1 1
1 800 MISCELLANEOQUS 1 1 1 1 1 1
1 TOTAL OPERATING 1 - | 253.6 | 271.7 | 290.9 | 311.6 | 333.6
! CAPITAL | . 1 1 1 1 1
1 REVENUE 1 - | 192.4 | 206.2 | 221.6 | 238.5 | 257.1
FUNDING: (Thousands of Dollars)
| GENERAL FUND | | 61.2 65.5 | 69.3 | 73.1 | 76.5
| FEDERAL FUNDS | 1 1 1 1 1
| OTHER | 1 1 1 1 1
1 TOTAL 1 | 61.2 | 65.5 | 69.3 | 73.1 | 76.c
POSITIONS:
| FULL-TIME | - 1 5 1 5 1 5 1 5 1 5
| PART-TIME | - 1 1
1 TEMPORARY 1 - 1 1 1 1
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

1. License fee: $50 per non-profit; $200 peroperator; $100 per distributor

2. 1 1/72% tax
3. 1 1e of seals for pull tabs

See revenue figures above.

ANALYSIS: Attach a separate page for analysis.
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Public Services Division BRU
Fiscal Mote Analysis

ASSUMPTIONS

850 permit holders

Bill

will go into effect July 1, 1985

PROGRAM SUMMARY

Administration of Games of Chance and Contests of Skill (AS 05.15) rests
with the Public Services Division. Essentially, no field enforcement has
been employed in past years. Gambling in Alaska has grown substantially
in recent years with an even more accelerated growth expected. There is
a definite need to provide for some control before gambling reaches a
level that would prohibit any control.

This legislation would allow funding for an educational enforcement
program. Field investigators would review gaming operations to ensure
compliance with existing law. The tax miners will be used to issue

permits and review monthly and anv.ual f..,ancial statements to ensure
proper use of funds derived from gaming, and to ensure that the state
receives the proper fee.

100 PERSONAL SERVICES

200

2 Investigator 11 3,662 @ 24 months $ 87,888
2 Tax Examiner 11 2,854 @ 24 months 68,496
1 Clerk Typist 111 2,284 @ 12 months $ 27,408
TOTAL $183,528

Five employees are necessary to properly review 850 permit applications
and conduct approximately 40 field examinations of financial records
per year.

TRAVEL
Investigative trips $ 26,576
Educational trips 3,096
Investigator training trips $ 2,328
TOTAL $ 32,000
Three types of travel are outlined for tue investigators. The

investigative/audit travel consists of reviewing the operations of
games and conducting audits of the financial records of permit

holders. Educational trips will be made for the purpose of p-oviding
permit holders with the information they need to comply with .aska
statutes and regulations. Training-related travel is needed to provide

investigators with current gaming enforcement and education methods.



Fiscal Note HB247
Harch 21, 1985

300

400

500

The

CONTRACTUAL
Pull tab stamp $ 625
Printing cost for forms 2,000
Communications $ 3,800

TOTAL $ 6,425
SUPPLIES
Stationery and officesupplies $ 1,500

TOTAL $ 1,500
EQUIPMENT

Office equipment (desks, chairs,
calculators and filingcabinets) $ 8,865

The f.ve positions will each require a locking file cabinet in which to
store mo.-~hly reports and distributor®s reports.
TOTAL $ 8,865

PUBLIC SERVICES OPERATING TOTAL $232,318

following funds would be allocated to Data Processing within the Public

Services Division for the operation of the Gaming Enforcement Unit.

300

CONTRACTUAL

Equipment, rental fees and maintenance
fees $ 21,000

DATA PROCESSING TOTAL $ 21,000

Three Wang work stations, one printer and one central processing unit
are needed for the Gaming Enforcement Unit. One work station will be
used in the Anchorage Field Office and two work stations will be used
in the Juneau Field Office. The Wang equipment will be used to flle
financial reports which will be data captured for financial analyr.a,
and will also be used for word processing functions.

TOTAL PUBLIC SERVICES OPERATING
AND DATA PROCESSING $253,318
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CS HB 247 (SA)
BILL ANALYSIS
CHANGES TO AS 05.15

05.15.010
No Change. The Department of Revenue administers Chapter 15.

Section 1.
amends
05.15.020 -Raises cost of permit from 520 to $50.
-Repeals annual fee of 1% of the net (in the next section
this fee 1is raised).

Section 2.
new
05.15.020 -Adds a $200 permit for operators and requires them to be
bonded for 10% of the estimated gross of the operation.
-Raises annual fee to 1 1/2% of gross receipts after the
value of awarded prizes 1is deducted.

Section 3.
New section
05.15.025 -Operator"s bond, payable to Dept, of Revenue, 1is attached
a) payment of the annual 1 1/2% fee
b) transfer of the net proceeds to the permittee
-Forfeit of the bond will satisfy:
a) delinquent fees to the Department
b) permittees

Section 4.
repeal/reenact
05.15.030 -Provides for notification to local governments of
activities and location,
-Mandates local government approval by resolution
for both Initial application and renewal for:
a) bingo
b) pull tabs
c) special draw
-Local government may protest any activity by resolution
and may do so on the grounds of being 1ln the best
interests of the public.
-Mandates 30-day notification to the Department and local
government if location of activity is changed.
-To conduct activity in another jurisdiction, the permittee

to:

must file with the department and nearest local government.

-Allows Commissioner to limit locations of any
activity.

- Communities further than five miles from a municipality
may seek approval from the Commissioner.



Page 2
Analysi s
CSHB 247 (SA)

05.15.040
No change. -A municipality can"t conduct an activity outside the
municipality.
-A revoked permit is revoked for one year from the date
of revocation.
05.15.050
No change. -A suspended or revoked permit must be surrendered to the

department.

Section 5.
Repeal/Reenact
05.15.060 -Language clean-up.
-Adds the authority for the department to develop regulations
on bond and security forfeit and on pull tab distribution.

Section 6.
amends
05.15.070 -Allows for the examination of books.
-Repeals payment by permittee for the examination.
(Rationale for raising cost of permit.)

Section 7.
Repeal/Reenact
05.15.080 -Permittee must provide a monthly report for any month
in which there was gaming activity.
-Retains yearly report.
-Details contents of reports.

Section 8.

New

05.11.085 -Provides for monthly and annual reporting by the
operator.

05.15.090

No change. -Department provides annual report to the legislature.



Section 9.

New
05.

Sec

15.095

tion 10.

amends

05.

No change.

Sec
New

05.15.100

05.

No change.

Section

ame
05.

05.
No

05 .

No

15.100

tion 11.

15.110

nds
15.120

15.130

change.

15.140

change.

12.

Page 3
Analysis
CSHB 247 (SA)

-Outlines who signs the applications and reports.
-Makes falsification of information a perjury charge.
-Provides provision for reporting extension.

-Makes payment of fees necessary to conduct activity.
-Provi/"s for interest on delinquent fees.

-Eliminates contests of skill from this chapter.

-Retains permits for Monte Carlo events.

-Allows political organizations to conduct three
raffles per year, but does not allow them to hire an
operator.

-Allows municipalities and qualified organizations to
hire operators.

-Activities are a privilege; not a right.

-Permit eligibility Is provided for as follows:
1) raffle permit only for political organizations.
2) general permit for municipalities and qualified
organizations.
3) operator®s permit for natural persons operating
games for municipalities and qualified organizations.

-Allows Commissioner to add extra eligibility requirements
in the regulations.

-The Commissioner may require proof of qualifications to
be granted a permit.
-Outlines selected qualifications.



05.15.1S0
No change.

Section 13.
amends
05.15.160

Section 14.
New
05.15.160

Section 15.
New.
05.15.163
05.15.165

05.15.170
No change.

Section 16.
amends
05.15.180

Page 4
Analysi s
CSHB 247 (SA)

-Limits use of proceeds to charitable purposes.

-Clarifies allowable expenses of goods, wares, merchandise
and personal services.

-Adds to limitations on expenses that expenses to conduct
activities may not exceed 25% of the annual gross receipts,

-Netproceeds must equal 25% of the gross receipts.

a) Limits operators to working for one permittee per day.

b) Operators must pay permittee by check within 15 days of
ci.ch activity. The permittee must write a receipt
for the payment, and both the permittee and the
operator must retain copies.

c) Permittee must designate an agent to work with the
ODerator.

d) Manu tes operator to refund permittee, with interest,
for any unauthorized expenses.

e) Mandates that name of operator and permittee appear on
advertising. Permits are to be posted at place of
activity.

-Suspension of permits.

-Language simplification.
-Repeal of 1959 qualifier.



Page 5
Analysis
CSHB 247 (SA)

Section 17.
New
05.15.185 -Licensing of pull tab distributors.
a) $200 permit
b) reporting of sales
-Pull tabs numbered; sets sealed and numbered. Seals
purchased from the department.
-Pull tab sales limited to authorized permittees; not to
operators.

05.15.190
No change. -Interpretation and Construction.

Section 18.

amends

05.15.200 -Adds from revenue enforcement statutes a penalty for
non-payment of fees.

Section 19.

amends

05.15.210(6)
-Defines "dog mushers®™ contest".

Section 20.
amends
05.150.210(12)
-Defines "ice classic” and deletes reference to specific
ice pools. Also removes qualifier of 1959.

Section 21.
Repealed/Reenacted
05.15.210(15)
-Redefines '"net proceeds"” to exclude annual fee, operating
expenses enumerated and prizes awarded.

Section 22.
amends
05.15.210(18)
-Defines "political organization” to include candidate
organizations and political action committees.



Section 23.
amends

Page 6
Analysis
CSHB 247 (SA)

05.15.210(19)

Section 24.

amends
05.15.210

Section 25.
amends

-Defines "qualified organization” as one with non-profit

status or a political party.

-Reduces qualification of years 1in existence from 5 to 3

years.

-Adds definitions for authorizing permittee, commissioner,

department, and operator.

43.05.290(d)

Section 26.
repeals
Section 27.

-Includes 05.15 1in revenue enforcement statutes to provide
for perjury penalty of $25,000 and/or 3 year imprisonment.

-1959 qualifier.
-unsworn falsification (became perjury).
-definitions for:
charitable organization
civic or service organization
contest of ski 11
dog mushers®™ association
educational organization
fishing derby association
fishing derby
fraternal organization
labor organization
police or fire department and company
religious organization
veteran®s organization
These organizations are included under the new definition for
qualified organization.

-Effective date.
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February 27, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of Art. 1Il1l, Sec. 28, of the Alaska
Constitution, I am transmitting a bill relating to the
regulation of charitable gaming activities in the State.

I am convinced that there 1is grave abuse of existing gaming
laws, and this bill is intended to address that abuse. It
also would make it easier for the vast majority of non-—
profit groups which sponsor charitable gaming activities to
conform to the law and would remove from State regulation
those activities which should not be subject to government
licensing.

Under existing law, the Department of Revenue must 1issue a
permit before charitable gaming can be conducted. Only
certain nor-profit groups that have been in existence fir
five years or more, and municipalities, are eligible for a
permit.

In  turn, some non-profit groups have hired commercial
operators to run their games. Today charitable gaming is a
multi-million dollar industry in our State. Non-profit
groups have increasingly turn®l1 to commercial operators to
manage their permits. It is wunrealistic to ignore the
commercial operator or to attempt to ban their use. Mon —
profit organizations, composed entirely of volunteers, often
have 1little alternative except to use operators or forego

charitable gaming entirely. Furthermore, AS 10.20.011(11)
expressly authorizes non-profit corporations to appoint
agents. However, as 1 noted in my veto letter on July 4,

1984 , in regard to CSSE 549 (RIs) , there 1is some evidence
that a few unscrupulous operators have failed to report the
bulk of their receipts to either the charitable organiza—
tions for whom they supposedly work or to the State.



-3-

Another significant feature of the bill involves revision of
the definition of "qualified organization." This bill
changes the five-vears-in-existence requirement to three
years and adds the requirement that the organization be
certified as a domestic corporation wunder AS 10.20, the
Alaska Nonprofit Corporation Act.

The new definition of "qualified organization™ also includes
political organizations. Under existing law, a political
party may conduct any of the activities authorized by
AS 05.15, but candidate organizations and political action

committees may not. This bill would aLlow political organi—
zations- that is, candidate organizations ana political
action committees- to conduct one kind of activity- a
raffle. In addition, they would be 1limited to only three

raffles a year and commercial operators would be barred from
conducting a raffle on behalf of a political organization.
These restrictions should be of assistance to both the
Department of Revenue and the Alaska Public Offices Ccmmis-
sion in regulating fund-raising activities of political
organizations.

Other features of the bill 1include an increase 1in the fees
currently imposed for permits and an amendment to make it
clear that forms filed wunder AS 05.15 are filed under
penalty of perjury.

I encourage members of the public to comment on this legis—
lation. As you may know, when 1 vetoed CSSB 549 (RIs) last
year, | did so reluctantly because although the bill con—
tained many laudable features, there was insufficient
opportunity for public participation in the development of
the legislation.

Sincerely,

Bill Sheffield
ernor



AUTHORIZED GAMES OF CHANCE AND SKILL
MONTHLY FINANCIAL STATEMENT
Activities for the Month of

Name of Organization Permit Number

Mailing Address(Street Address or P.0. Box, City, State, Zip Code)

Please complete the following items: Include only items DIRECTLY RELATED to

your Games of Chance Activity.

Type of activity conducted:

Date(s):
Address(s):

Financial Information:

(I

c) GROSS RECEIPTS ct it e e $
2) PRIZES PAID-CasSh e

-Merchandise . ... i
3.) NET RECEIPTS(Deduct Line 2. from line 1.).............

N

Expenses:
4.) Building- Rent ..o iioiiiii it caeecaeaceeaaannnn _
Repairs and MaintenanCe........cueciuenuacnn- _
0 o B == _
5.) Printing/purchase of tickets or cards................. _
6.) Equipment (Purchase or repair) .. ...ooooooiiiiiiaaaaaaann _
A T X A= o K= 1 o D _
S I T X o3 o3 o 1 U1 o ol 4 _
LT TR - o I _
10.) Other Expenses (Explain on back).....oouememiunaauaan... _
11.) TOTAL EXPENSES (Add Lines 4. thru 10.) ... .. o i...... _
12.) NET PROCEEDS (Deduct Line 11. fromLine 3.) . ...c...... £
DO NOT SEND ANY MONEY WITH THIS REPORT
Signature and Verification: I declare under the penalties of perjury that
this report has been examined by me and to the best of my knowledge and belief
is true, correct, and complete. Declaration of pr parer other than licensee

is based upon all information of which s/he has ai.y knowledge.

Officer"s signature Title D" te

Member 1in charge signature (Telephone) Date






February 27, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of Art. 111, Sec. 28, of the Alaska
Constitution, I am transmitting a bill relating to the
regulation of charitable gaming activities in the State.

I am convinced that there is grave abuse of existing gaming
laws, and this bill 1is intended to address that abuse. It
also would make it easier for the vast majority of non-—
profit groups which sponsor charitable gaming activities to
conform to the law and would remove from State regulation
those activities which should not be subject to government
licensing.

Under existing law, the Department of Revenue must issue a
permit before charitable gaming can be <conducted. Only
certain non-profit groups that have been 1in existence for
five years or more, and municipalities, are eligible for a
permit.

In turn, some non-profit groups have hired commercial
operators to run their games. Today charitable gaming is a
multi-million dollar industry 1in our State. Non-profit
groups have increasingly turned to commercial operators to
manage their permits. It is unrealistic to ignore the
commercial oper tor or to attempt to ban their use. Non —
profit organizations, composed entirely of volunteers, often
have little alternative except to use operators or forego

charitable gaming entirely. Furthermore, AS 10.20.011(11)
expressly authorizes non-profit corporations to appoint
agents. However, as | noted in my veto letter on July 4,

1984 , in regard to CSSB 549 (RIs) , there 1is some evidence
that a few unscrupulous operators have failed to report the
bulk of their receipts to either the charitable organiza—
tions for whom tl.ey supposedly work or to the State.



In one instance, State investigators reported that as much
as S7 million may have been generated by one operator ir.
1982, yet the operator repoi ad only $200 ,*000 in receipts to
the State. Other complaints received by the Department of
Revenue 1include allegations that little of the proceeds
actually go to charitable purposes, that prizes are non
awarded fairly, that credit is extended to some players,
that certain prizes are misrepresented and that criminal
elements may be entering the commercial gaining area.

Under amendments proposed by this bill, the Department of
Revenue would regulate commercial operators and limit their
activities. The bill further defines and limits authorized
expenses tc 25 percent cf annual gross receipts and requires
that at least 25 percent of net proceeds be dedicated zc the
charitable or civic purpose for which the activity Iis
conducted.

The bill also provides that a local government must approve
by resolution, a permit application for certain activities
before a permit may be 1issued by the department. For other
activities, the local government may file a protest, for
consideration by the Commissioner.

The bill institutes a number of reporting, payment and
accounting requirements. These provisions should help the
department to monitor effectively the activities for which
permits are 1issued. Special licensing and reporting re-
quirements are proposed Tfor pull-tab game distributors.
Since pull-tabs were legalized in 1932, the number of
pull-tabs sold in the State has 1increased steadily, with
mere than two million pull-tabs shipped to the State each
week, by estimate of department officials who believe that
many are being sold illegally.

In ar. effort to simplify the law for most Alaskans, the bill
would remove contests cf shill from the coverage of
AS 05.15. Because cf the wide range of athletic events that
are now conducted 1in this State, the requirement for a
permit has become 1impossible to enforce. Many persons ar.c
organizations do net even realize a permit 1is needed tc
conduct ar. event such as a feet race or a golf tournament 1in
which prizes are awarded to the contestants.

Tc the extent that contest of skill involve what would
otherwise be gambling, they will continue tc be regulated.

For this reason, '"dcg mushers®™ contests"™ are retained in the
law. The event itself will net be regulated by the depart—
ment; only third-party wagering or. the results of the dcg
race will be regulated.
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Another significant feature of the bill involves revision of
the definition of ‘"qualified organization." This bill
changes the five-years-in-exister.ce requirement to three
years and adds the requirement that the organization be
certified as a domestic corporation wunder AS 10.20, the
Alaska Nonprofit Corporation Act.

The new definition of "qualified organization™ also includes
political organizations. Under existing law, a political
party may conduct any of the activities authorized by
AS 05.15, but candidate organizations and political action

committees may not. This bill would allow political organi—
zations- that 1is, candidate organizations and political
action committees- to conduct one kind of activity- a
raffle. Inaddition, they would be 1limited to only three

rafflesa year and commercial operators would be barred from
conducting a raffle on behalf of a political organization.
These restrictions should be of assistance to both the e
Department of Revenue and che Alaska Public Offices Commis—
sion in vregulating fund-raising activities cf political
organizations.

Other features of the bill 1include an 1increase 1in the fees
currently imposed for permits and an amendment to make it
clear that forms filed wunder AS 05.15 are filed under
penalty of perjury.

I encourage members of the public to comment on this legis—
lation. Asyou may know, when I vetoed CSSE 549 (RIs) last
year, | did so reluctantly because although the bill con—
tained many laudable features, there was insufficient
opportunity for public participation 1in the development of
the legislation.

Sincerely,

Bill Sheffield
Governor



AUTHORIZED GAMES OF CHANCE AND SKILL
MONTHLY FINANCIAL STATEHENT
Activities for the Month of

Name of Organization Permit Number

Hailing Address(Street Address or P.0. Box, City, State, Zip Code)

Please complete the following items: Include only items DIRECTLY RELATED to

your Games of Chance Activity.

Type of activity conducted:

Date(s):
Address(s):

Financial Information:

[EEN

.) GROSS RECEIPTS ..t e £
.) PRIZES PAID-CasSh cuu e

-MerchandiSe . ueooer o e
3.) NET RECEIPTS (Deduct Line 2. from line 1.) ... ........

N

Expenses:

4.) Building- Rent ... .iioiiii i aaaaans

Repairs and Maintenance..........

Utilities. ... iiiiii....
5.) Printing/purchase of tickets or cards.....
6.) Equipment(Purchase or repair)......o..coo....
7.) AdVertiSiNg e ooe oo e e cecaeecaaaaanaan
8.) AccoUNTINg -t
LT TR Yo =
10.) Other Expenses(Explain on back).............
11.) TOTAL EXPENSES(Add Lines 4. thru 10.).....
12.) NET PROCEEDS(Deduct Line 11. from Lino 3.)

DO NOT SEND ANY MONEY WITH THIS REPORT
Signature and Verification: I declare under the penalties of perjury that
this report has been examined by me and to the best of my knowledge and belief
is true, correct, and complete. Declaration of preparer other than licensee
is based upon all information of whicli s/he has any knowledge.

Officer®s signature Title Date

Member 1in charge signature (Telephone) Date



AMENDMENT #5

TO: HB 247 BY:. Gruenberg

Page 11, lines 8 and 9, delete nif a permittee, including a political
organization and an operator,” and insert "if a permittee or an operator”

Comment: Political organizations are one category of permittees.
Operators are not. The amendment clarifies existing language.



COMMITTEE SUBSTITUTE FOR HB 247 (SA;

AMENDMENTS

Sec. 23. AS 05.15.210(19) 1is amended to read:

(19) "qualified organization"” m\!ans a domestic corporation
organized under AS 10.20 for a religious corporation Tformed under
AS 10.40 that has been in existence foi/"three years after the date of
issuance of a certificate\pf authorifty isoued under AS 10.20 or the
date of filing of articles\ of incorporation under AS 10.40, or a
political party as defined 1in "AS™ 15 .60. 010 [BONA FIDE CIVIC OR. SERVICE
ORGANIZATION OR A BONA FIDE/™EINiiGIOUS, CHARITABLE, FRATERNAL, LABOR,
POLITICAL, OR EDUCATIONAL ORGANIZATION, POLICE 011 FIRE DEF RTMENT
COMPANY, DOG MUSHERSASSOCIATION, XHJTBOARD MOTOR ASSOCIATION, OR
FISHING-DEKBY OR NONPROFIT TRADE ASSOCIATION IN THE STATE, WHICH
OPERATES WITHOUT/PROFITS TO ITS MEMBERS ANBI WHICH HAS BEEN IN EXIS—
TENCE CONTINUALLY FOR A PERIOD OF FIVE YEARS IMMEDIATELY BEFORE APPLY —
ING FOR A LICENSE; THE ORGANIZATION MAY BE A FIRMINCORPORATION, COMPA—
NY, ASSOCIATION OR PARTNERSHIP];

Sec. 24. AS 05.15.210(20) 1is amended to read:

(20) "raffle and lottery” means the selling of rights to

participate, and the awarding of prizes[, IN THE SPECIFIED KINDS OF

GAMES OF CHANCE SOMETIMES KNOWN AS PULL-TAB GAMES IN WHICH THE PRICE



OF EACH CHANCE IS $2 OR LESS AND] in the specified kind of game of
chance sometimes known as a raffle or lottery, conducted by the draw-—
ing for prizes Dby chance;
Sec. 25. AS 05.15.210 is amended by adding new paragraphs to read:

(24) "authorizing permittee” means a municipality or qual—
ified organization that authorizes an operator to conduct on its

behalf an activity subject to this chapter;

(25) "commissioner”™ means the commissioner of revenue;
(26) "department” means the Department of Revenue;"
(27) "operator”™ means a natural person who, or a municipal—

ity or qualified organization that, has obtained a permit authorizing
it to operate an activity, subject to this chapter, on behalf of
another permittee;

(28) "pull-tab game™ means a game of chance in which a card,
the face of which 1is covered to conceal a number, symbol, or set of
symbols, is purchased by the participant for a price not to exceed $2
and in which a prize is awarded for a card containing certain numbers

or symbols designated in advance and at random.

RENUMBER SUBSEQUENT SECTIONS ACCORDINGLY.



COMMITTEE SUBSTITUTE FOR HB 247 (SA)

AMENDMENTS

1. Delete effective date clause from title.

2. Amend Section 7 of the Dbill to read:
* Sec. 7. AS 05.15.080 1is repealed and reenacted to read:

Sec. 05.15.080. REPORTS REQUIRED OF AND PAYMENT OF FEE BY MUNI —
CIPALITIES, QUALIFIED ORGANIZATIONS, AND POLITICAL ORGANIZATIONS. (@)
A municipality and a qualified organization shall file a report with
the department no later than the last business ,day of the month fol—
lowing the month 1in which an activity was conducted. A political
organization 1issued a permit to conduct a raffle shall file a report
with the department no later than the last business day of the month
in which the raffle was completed. The reports must include the type
of activity conducted, the date and Jlocation of the activity, the
amount cf gross receipts, the amount of authorized expenses, the value
of prizes awarded, the amount of net proceeds, and other 1information
the commissioner may require by regulation.

(b) In addition to the reports required by (a) of this sectio
a municipality, qualified organization, and political organization
issued a permit to conduct an activity authorized under this chapter
shall file an annual report with the department no later than Janu—
ary 31 of the year following the year 1in which activities were con—
ducted, accompanied by the payment of the additional fee required by
AS 05. 15.020(c). The report must list the types of activities con—

ducted, and, for each activity, the total amount of gross receipts,



3.

4.

N

the total amount of authorized expenses, the total value of prizes
awarded, and the total amount of net proceeds. The report must also
include the disposition or intended disposition of the net proceeds.
If a municipality or qualified organization authorizes an operator to
conduct activities on its behalf, it shall include in 1its annual
report each activity conducted on its behalf, the name of the operator
conducting the activity, the date and location of each activity, and

the net proceeds received from the operator for each activity.

Add a new Sec. 13 to read:

* Sec. 18. AS 05.15.200(b) is amended toread:

(b) A person who wilfully makes and subscribes an application,
report or other document required under this chapter that contains a
written declaration that it is made under the penalties of perjury
that the person does not believe to be true[, WITH THE [INTENT TO
MISLEAD A PUBLIC SERVANT IN THE PERFORMANCE OF THE PUBLIC SERVANT S
DUTY, SUBMITS A FALSE STATEMENT IN APPLICATION FOR A PERMIT UNDER THIS

CHAPTER,] is guilty of perjury [UNSWORN FALSIFICATION].

Renumber Sec. 18 and Umend it (0 read: 0" A

* Sec. 19. AS 05.15.2&0 1is amended byadding anew subsection to read:

(©) The commissioner jmay assess a penalty in the amount pre-
scribed by AS A3.05.220Va)/ if a municipality, qualified organization
or an operator fails to bay the fee as required by AS 05.15.020(c),
05.15.080(b), and 05. 15.d85xb), unless it is shown that the failure

was due to a reasonable /cause.\



5. Amend Sec. 23 to read:
* Sec. 23. AS 05.15.210(19) 1is amended to read:

(19) "qualified organization™ means a domestic corpo
organized under AS 10.20 that has been 1in existence for three years
after the date of issuance of a certificate of authority, a religious
corporation formed under AS 10.A0 that has been in existence for three
years after the date of filing of articles of incorporation, a labor
organization that has been 1in existence for three years, or a politi—
cal party as defined 1in AS 15.60.010 [BONA FIDE CIVIC "R SERVICE
ORGANIZATION OR A BONA FIDE RELIGIOUS, CHARITABLE, FRATERNAL, LABOR,
POLITICAL, OR EDUCATIONAL ORGANIZATION, POLICE OR FIRE DEPARTMENT
COMPANY, DOG MUSHERS®" ASSOCIATION, OUTBOARD MOTOR ASSOCIATION, OR
FISHING-DERBY OR NONPROFIT TRADE ASSOCIATION IN THESTATE, WHICH
OPERATES WITHOUT PROFITS TO ITS MEMBERS AND WHICH HAS BEEN IN EXIS—
TENCE CONTINUALLY FOR A PERIOD OF FIVE YEARS IMMEDIATELY BEFORE APPLY—
ING FOR A LICENSE; THE ORGANIZATION MAY BE A FIRM, CORPORATION, COMPA-—

NY, ASSOCIATION OR PARTNERSHIP];

6. Delete Sec. 25 (amending AS 43.05.290(d)) from the bill.

7. Amend Sec. 26 to read:

* Sec. 26. AS 05.15.180(b); 05.15.210(2), (3), (4), (5), (7)., (9,

(10), (17, (22), and (23) are repealed.

8. Delete Sec. 27 (effective date) from the bill.



Committee Substitute for HB 247 (SA)

1. " Add a new Sec. 13 to read:
*Sec 13. AS 05.15.140 is amended to read:

Sec. 05.15.140. PROOF NECESSARY TO QUALIFY FOR PERMIT. (a) The
commissioner of revenue may not issue or renew a permit except upon
satisfactory proof that (1) the applicant 1is a municipality®, a [OR]
gualified organization, or an operator; (2) the activity may be permitted
under this chapter;!,] and, (3) the issuance of a permit is not detrimental
to the best interests of the public. Upon request of the commissioner of
revenue, the applicant shall prove conclusively each of these requirements
before a permit may be issued or renewed.

(b) In an application for a permit, a municipality® a [OR] qualified
organization, or an operator shall disclose the name and address of each*
person responsible for the operation of the activity and whether any person
named

(1) has ever been "onvicted of a felony or gambling misdemeanor;
or

(2) has a prohibited financial interest.—— as---defined-—-in
re-gulations.adqpte.d.-byjrthe-commiss-i-oner, in the operation of the activity.

(c) The commissioner of revenue may not issue a permit for an activity
operated by a person who has been convicted of a felony or a gambling
misdemeanor e"i ££5H#Aj

(d) Application forms for permits shall contain a notice that a false

statement in the application is punishable by law.
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Version £2

Bannister
5/9/85 /
Original sponsor: Rules/Governor
IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 247 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to games of chance and contests of

skill.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05.1~ 020 is amended to read:

Sec. 05.15.020. ANNUAL PERMIT AND FEE. An activity permitted
under this chapter may not be conducted by a municipality or a quali—
fied organization, and a raffle may not be conducted by a political
organization, wunless an annual permit issued by the department is
first obtained and a fee of $50 [$20] 1is paid to the department. [AN
ADDITIONAL FEE OF ONE PER CENT OF THE NET PROCEEDS SHALL BE PAID BY
EACH PERMITTEE ANNUALLY. THIS FEE 1S DUE AND PAYABLE AT T*n SAME TIME
AS THE ANNUAL FINANCIAL STATEMENT.]

* Sec. 2. AS 05.15.020 is amended by adding new subsections to read:

(b) An activity permitted under this chapter, except a raffle
permitted under AS 05.15.100(c), may be conducted by an operator for a
municipality or qualified organization if an annual operator®s permit
is obtained from the department, a fee of $200 is paid to the depart—
ment, and a bond or other security acceptable to the department is
filed with the department in an amount equal to 10 percent of esti-—
mated gross receipts from all activities to be conducted by the opera-—
tor in the calendar year. The operator®s permit is in addition to the
permit required to be obtained by the municipality or qualified orga—
nization on whose behalf the operator conducts the activity.

(c) An additional fee of one and one-half percent of the gross
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receipts, less the value of prizes awarded, from an activity permitte
under this chapter shall be paid to the department annually by th
municipality, qualified organization, or political organization au
thorized to conduct the activity, except that an operator is liabli
for and shall pay to the department the additional fee for activitie:
conducted by the operator on behalf of a municipality or qualifie<
organization.

Sec. 3. AS 05.15 1is amended by adding a new section to read:

Sec. 05.15.025. BOND CONDITIONS AND FORFEITURE. (a) The bom
or security filed under AS 05.15.020(b) must be made payable to th<
department and must be conditioned upon payment to the department o;
the fee required by AS 05.15.020(c) and payment to the authorizing
permittee of net proceeds as required by AS 05.15.165(b). If thf
operator Tfails to make the required payments, the operator forfeits
the bond or security to the department.

(b) The amount forfeited under (a) of this sectior
first used to satisfy delinquent fees, interest, and penalties due thf
department under this chapter. IT the amount forfeited is not ex-
hausted by payment of delinquent fees, interest, and penalties, the
department may use the remaining amount to pay net proceeds due ar
authorizing permittee. The total amount available for payment of net
proceeds shall be prorated among the permittees to whom proceeds art
due from that operator.

Sec. 4. AS 05.15.030 is repealed and reenacted to read:

Sec. 05.15.030. NOTIFICATION OF LOCAL GOVERNMENTS, REQUIRE!
APPROVALS, AND PROTESTS. (a) At the time of filing an initial or
renewal application for a permit, a qualified organization shall
notify the local government of the proposed activity of the applica-

tion and the location where the proposed activity will be conducted.

CSHE 247 (Jud) -2-



(b) Local government approval by resolution 1is required fo:
three activities: bingo games, pull-tabs, and special-draw games. Thi
commissioner may not issue a permit to a qualified organization fo:
these activities 1in a jurisdiction that has not approved the activity
The qualified organization shall include evidence of approval with it:
initial application.

(c) A local government may protest 1issuance of a permit fo:
activities other than those described in (b) of this section, and th;
renewal of a permit for an activity tha** requires approval under (b!
of this section, by filing with the commissioner a resolution statinj
the reasons for the protest. A protest may be based on the organiza-
tion"s Jlack of qualifications for a permit or a Tfinding that the
proposed activity 1is not 1in the best interests of the public. The
commissioner may consider the protest resolution in the determinatior
to issue or renew a permit.

(d) IT a permittee changes the location of an activity in the
jurisdiction for which apermit has been 1issued, the permittee shall
notify the department and the local government within 30 days after
moving to the new location.

(e) To conduct anactivity 1in an additional jurisdiction, £
permittee shall file an application with the department and shall
notify the local government of the proposed activity. An activity ma%
not be conducted in at. additional jurisdiction until approval from thf
commissioner 1is obtained.

(f) The commissioner may limit the locations in which activities
under this chapter may be conducted.

() To conduct an activity at a location that is more than five
miles from a local government or that 1is within the unorganized bor -
ough, a qualified organization, in accordance with the procedures
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established by the commissioner, shall obtain the approval of th>
commis.txoner, and 1is not required to comly with (@) - (e) of thi:
section.

* Sec. 5. AS 05.15.060 1is repealed and reenacted to read:

Sec. 05.15.060. REGULATIONS. In accordance with the Administra
tive Procedure Act (AS 44.62), the commissioner shall adopt regula
tions necessary to implement: this chapter, including regulations o:
the control and issuance of permits, authorized expenses, investi
gations and audits, recordkeeping and accounting, bond and securit;
forfeiture, prizes, equipment, suspension and revocation of permit
and licenses, definition of special-draw games, distribution of pull
tabs, and other itters that the commissioner considers necessary.

* Sec. 6. AS 05.15.070 1is amended to read:

Sec. 05.15.070. COMMISSIONER OF REVENUE MAY EXAMINE PERMITTEES
The commissioner may examine or have examined the books and records c
a permittee, includine a political organization and an operator, ar.
the books and records of a person Jlicensed to distribute pull-ta
games 1in the state [THE COMMISSIONER MAY REQUIRE THE PERMITTEE TO FA
THE REASONABLE COST OF THE EXAMINATION] . The commissioner may issu
subpoenas for the attendance of witnesses and the production of books
records, and other documents.

e* Sec. 7. AS 05.15.080 1is repealed and reenacted to read:

Sec. 05.15.080. REPORTS REQUIRED OF AMD PAYMENT OF FEE BY MUNI
CIPALITIES, QUALIFIED ORGANIZATIONS, AND POLITICAL ORGANIZATIONS. (a
A municipality or a qualified organization issued a permit to conduc
an activity authorized under this chapter shall file a report with th
department no later than the last business day of the month followir.
the month 1in which the activity was conducted. A political Diganiza
tion that has been 1issued a permit to conduct a raffle shall file
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report with the department no later than the last business day of the
month when the raffle was completed. The report must include the tvpi
of activity corducted, the date and Jlocation of the activity, the
amount of gross receipts, the amount of authorized expenses, the value
of prizes awarded, the amount of net proceeds, and other informatior
the commissioner may require by regulation.

(b) In addition to the teports required by (a) of this sect
a municipality, qualified organization, andpolitical organization
issued a permit to conduct an activityauthorized under this chanter
shall file an annual report with the department no later than Janu-—
ary 31 of the year following the year 1in which activities were con-—
ducted, accompanied by the payment of the additional fee required by
AS 05.15.020(c). The report must list the types of activities
conducted, and, for each activity, the total amount of gross receipts,
the total amount of authorized expenses, the total value of prizes
awarded, and the total amount of net proceeds. The report must alsc
include the disposition or intended disposition of the net proceeds.
IT a municipality or qualified organization authorizes an operator tc
conduct activities on 1its behalf, it shall include 1in its annual
report each activity conducted on its behalf, the name of the operator
conducting the activity, the date and location of each activity, and
the net proceeds received from the operator for each activity. [
Sec. 8. AS 05.15 is amended by adding a new section to read:

Sec. 05.15.C85. REPORTS REQUIRED OF AND PAYMENT OF FEE BY OPERA—
TORS. (a) An operator shall file a report with the department no
later than the last business day of the month following the month in
which an activity was conducted. For each municipality and qualified
organization on whose behalf an activity was conducted, the report I
must 1include the date and location of each activityv, the type of
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activity conducted, the amount of gross receipts, the amount of au-—
thorized expenses, the value of prizes awarded, the amount of net

proceeds paid, and other information the commission™.. may require b}

regulation.

(b) An operator shall file an annual report with the departr
no later than January 31 of the year following the year in which
activities were conducted, accompanied by the payment of the addition—
al fee required by AS 05.15.020(c). The report must list the types of
activities conducted, the municipalities and qualified organizations
on whose behalf the activities were conducted, the total amount of
gross receipts, the totux amount of authorized expenses, the total
value of prizes awarded, and the total amount of net proceeds paid, tc
each municipality and qualified organization.

* Sec. 9. AS 05.15 is amended by adding a new section to read:

Sec. 05.15.095. GENERAL PROVISIONS RELATING TO THE FILING OF
REPORTS AND PAYMENT OF FEES. (a) The applications and reports re—
quired by this chapter must be filed and executed under penalty of
perjury and signed by the following, as applicable:

(1) a bona fide member in good standing of the qualified
organization;

(2) a person authorized to sign on behalf of the municipal —
ity;

(3) the <candidate or campaign treasurer of the political
organization;

(4) the operator; or

(5) the person licensed to distribute pull-tab games 1in the
state.

(b) Upon a showing of reasonable cause for delav, the
sioner may grant an extension, not exceeding 30 days, for the filing
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of a report required under this chapter.

payment of a fee may not be granted.

(c) A permittee may not conduct an activity under this chapti

during a period in which areport or fee

(d) A delinquent fee bears interest

05.225.

Sec. 10. AS 05.15.100(a)

(a) The commissioner [OF REVENUE]
cipality or qualified organization.
or organization the privilege of conducting bingo,

ies, 1ice classics, rain

classics,

DERBIES AND CONTESTS OF SKILL].

Sec. 11. AS 05.15.100

is amended by adding new subsections

(c) The commissioner may

political organization.

a political organization

not be 1issued under (d)

this subsection.

may

An extension of time for tl

is delinquent.

at the

is amended to read:

issue a permit

rate set by AS 43

raffles and lotte:

and dog mushers®™ contests f,

issue a permitto conduct a raffle

to a mun:

The permit gives the municipals

FI!

to read:

to

No more than six raffles may be conducted

(d The commissioner may

person authorized b"

in a calendar year.

of this section

for a raffle permitted

:

An operator®s permit m;

unde

issue an operator®"s permit to a nature

a municipality or

conduct an activity * rrmitted

commissioner may al..o

a qualified organization

ified organization to conduct an activity on

Sec. 12. AS 05.15.120

Sec. 05.15.120. ELIGIBILITY FOR PERMIT.
municipality or qualified

except that a raffle nerait rnav be

under AS 05.15.100(c).

a qualified

under this chapter on 1its behalf.

organization

Ti

issue an operator®s permit to a municipality

is amended to read:

and ar.

organization

operator”®s

-7-

issued to a political

permit

its behalf.

An applicant shall

mav be 1issued
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natural person under AS 05.15.100(d).
Sec. 13. AS 05.15.140(a) 1is amended to read:

(a) The commissioner [OF REVENUE] may not issue or vrenew a
permit except on [UPON1 satisfactory proof that (1) the applicant is a
municipalitvj a [OR] qualified organization, or an operator; (2) the
activity may be permitted under this chapter”™ [,] and (3) the issuance
of a permit 1is not detrimental to the best interests of the public.
On [UPON] request of the commissioner [OF REVENUE], the applicant
shall prove conclusively each of these requirements before a pernmit
may be issued or renewed.

Sec. 14. AS 05.15.140(b) 1is amended to read:

(b) In an application for a permit, a municipality®, a [OR]
qualified organization, or an operator shall disclose the name and
address of each person responsible for the operation of the activity
and whether a [ANY] person named

(1) has ever been convicted of a felony or gambling misde —
meanor; or

(2) has a [PROHIBITED] financial 1interest [, AS DEFINED IN
REGULATIONS ADOPTED BY THE COMMISSIONER,] 1in the operation of the
activity except that an operator mav be paid compensation for services
rendered.
Sec. 15. AS 05.15.140(c) 1is repealed and reenacted to read:

(c) The commissioner may not issue a permit for an activity that

is conducted by

(¢)) an operator who has been convicted of a felony or a
gambling misdemeanor or who has a financial interest in the activity
other than being paid compensation for services rendered;

(2) a person whose name and address must be disclosed under

(b) of this section who has been convicted of a felony or gambling
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misdemeanor or who has a financial interest in the activity other than
being paid compensation for services rendered.
Sec. 16. AS 05.15.160 1is amended to read:

Sec. 05.15.160. AUTHORIZED EXPENSES. The only expenses that [NO
ITEM OF EXPENSE] may be incurred or paid in connection with the opera-—
tion of an activity under a permit 1issued under this <chapter are
[EXCEPT FOR] bona fide expenses reasonably necessary for

(1) goods, wares, and merchandise necessary for the opera-
tion of the activity;

(2) personal services [RENDERED THAT ARE NOT DIRECTLY OR
INDIRECTLY] involved with the operation of the activity, including
those [; OR

3) PERSONAL SERVICES [INVOLVED WITH THE OPERATION OF THE
ACTIVITY PROVIDED THE SERVICES ARE] performed by

(A) an employee of the permittee: [MUNICIPALITY, QUALI —

FIED ORGANIZATION,] or

(B) a consultant hired by the permittee [MUNICIPALITY

OR QUALIFIED ORGANIZATION] conducting the activity [AND THE

COMPENSATION 1S NOT RELATED TO THE RECEIPTS FROM THE ACTIVITY].
Sec. 17. AS 05.15.160 is amended by adding a new subsection to read:

(b) The expenses authorized by (a) of this section may
exceed 25 percent of a permittee"s annual gross vreceipts from the
authorized activity.

Sec. 18. AS 05.15 1is amended by adding new sections to read:

Sec. 05.15.163. NET PROCEEDS. The annual net proceeds of a
qualified organization from activities authorized under this chapter
may not be 1less than 15 percent of the organization®s annual gross
receipts from the activities.

Sec. 05.15.165. OPERATORS. (a) An operator may not operate an
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