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Horse Racing At The Fair

TRIPLE TUFF leads (he field In one of
lasi year’s rates at (lie new Alaska
State Fair race (rack south of Palmer.

Riding Is Robby McCarthy Jr. Triple
Tuff Is now owned by Lcn and Marsha
Mellon.

-

~ Photo Finish
At State Fair

Nearly 1,000 people gathered
at (he Alaska Slate Fair race
track In Palmer over the
weekend to waich 22 horses
charge across the finish line
>/ith one race so close only the
photo finish camera could tell
the winner. Great Interest has
generated among the crowd in
racing.

Friday night the 220 winner
was Pow Wow Gldget owned
by Ellis Enterprises and rid-
den by Dana Richmond;
second Thanks Doc, owner
Jinx Coster, jockey Sissy
Melton; third was Dungaree
ridden by Steve Clark and
owned by Dennis Clark. In the
350, Doc won over Pow Wow
Gldget.

The 440 saw Babe's Twig
owned and ridden by Cecil
Premus take the race with
Triple Tulf owned by Len
Melton, ridden by Hoot Melton,
hot on his heels and Moon's
Hotshot. Ellis Enterprises and
jockey Dana Richmond taking
third. Just a Bird and Mac's
Little Kid also ran.

General Bars ridden by Bob
McCarthy, owner Dennis
Clark, won over Nile Queen
ridden by Kris Ruetman.
owned by Emmett Roetman.
Botharethoroufchbrceds.

An exciting cow pony race

with eight entries had only a
third pL;e winner, Danny
owned and ridden by Kelly
Wilson. The first and second
place animals were
disqualified (or fouls.

Outstanding weather con-
tributed to standing room only
for Saturday afternoon rai ing.
Pow Wow Gidgel (ook 1hanks
Doc and Ragged Annowned by
Esther Erikson and ridden by
Teny Erickson in the 220.

The next racing date will be
Saturday and Sunday at 2p m.
on July 6 and 7. Race horse
owners may practice ot the
Alaska State Fair, Inr race
track one mile fromiPalmeron
Tuesday and Thursday
evenings. 7:30-9:30 p.m. and
Sunday afternoon from 24
p.m. (except on racing days).
Ed Premus will be the gate
keeper while Vernon France is
onvacation.
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Performance horse

Parimutuel wagering:
facing A look at where It’s at

ALASKA
(No)
(Seo related story and tables on paga 52)
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States share in pot

Nut only is playing the
Imrses a popular activity
among [a[€ fans, but it's a pro-
fitable one for the slates that
permit it as well (as illustrate*!
U the table at right).

In [t*ST», parimutuel wager-
u<g generated more than $C2.»»
million in revenue to the state
governments, each of which
earns a |wri*rut.ige of the total
letting handle frojn each
Ii&ejnsed track within that

The amount taken in by each
state varies. Michigan, forex
ample, receives 6 percent of

the handle and Arkansas
receives 5.91 percent, while
most states use a sliding stale
lo determine their icspcctive
shares.

In certain states, parimutuel
revenue is earmarked for
specific purposes, such as in
Idaho where as much as 2W»
percent goes Lo the public
schools.

The information in this story
r d the accompanying tables
were provided by the National
Association of Slate ftacing
Commissioncri.

RACES/HANDLES 1985

Slat* No. Races Hanoi#

Aliiona 3011 ai.uo.M
Arkansas t™M 16S.1JS.SI5
Calilo'nla 9IMJ ji;a».sis
Coioi.ido 307 uh »
DL-iewaie a.its i07.ex.s0j
Flood# SIM <ar.js.eu
U,no IDS o.tn.eu
Illinois 11.SJS  973734.6U
to*.* MS j.osj.aoa
KonluCky aiss Slirnao
Louisian# M il sesiu.tij
Mama 1U 1 M M m

Maitland  #144  *«e 7K.604
Mass S7*1 J71.M7.1M
M-(.h13jn r.jgt 375971.06#
Minnesota ia; eoioiji
Montana M M neoees*

liiN aiia 7.663 714364.633
Ntw Hamp 7.506 47377.674
New Jar# 70.°0 1,017.700.606

Now M ,lI <663 144MO0 647
New Yoik H.SM 1.566.161.371
Ohio 6.636 106 J1J.S06

Oklahoma 1,631 41.667.664
Osjon J.363 43060.751

Pann 10.603 427 4709U
SoOakoia J63 1100.601
Vaimcenl M 7M.760
Wash 3656 200 277.643
Wail Va 4,634 144361.766
Wyoming 773 7.3S1.6SS
No# York 016 1,717334,764
Conn 016 160.6U.036

Total# 117.137 11.»;.)43.M7

TOTAL REVENUE TO GOVERNMENT

SUie Total
=30na ? 791 083
Aikansas 17041 131
Cjlilomu 148 502 2u6
CotoiaOo 197 398
Connecticut 010 17607,215
Oelanaie 857.937
Flondj 13 131 170
Idaho 355 515
lllinois 60974 373
lowa 73738
Kentucky 17 464 545
Louisiana 74 376 856
Mame 589 583
Maryland 10970396
Massachusetts 13 691 695
Michigan 74 407979
Minnesota 4567997
Montana 733579
Nebraska 11 687057
New Hampshire 7770 795
New Jeisey 8693998
NewMenco 7.406455
Nrw Yoik 87 749578
New Yoik 010 178 )54 561
Ohio 16 598 473
Oklahoma 3006 377
Ongun 1378076
Pcnnsylrania 17 149364
South Dakota 41358
Vermont 78119
Washington 9390674
West Vug.nia 3805 609
Wyoming 133707
Totals 675.159697

Thotoughbied

17041 161
178 309375

u3 855
11.909 716

35646 737

10 706 569
73643 579

9334 059
11 589 409
7878 49?
4567.997
11 657 787
7073488
4.108 863
59776 716

98679017
9 7B5.744

7607 759

3805 609

457478847

Harness Qti Hoise

4191415 6 725 15?
19? 393

439 13?7
1700 306 71648

75 778066
737)8

1.757976
683 327

559583
1636 337
7.107 786

16496 776 77.661

24770
196607

4585 135

7)473317?
29 475549
7313729

4545675
73119

3116

173 366 027 7.724 456

PUT YO

MHMPY ON

Mi»ed
7 794 68)

9776314

*1? GOPMb

355515

23)5/9
7 406 455

3006)7/
1378076

ay.s

9 367 558

13)711/
41670 Jti7
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Parimutuel

‘Continuedfmm vije 311
Mmouri

legalized in 1964, revised in
1986; one licensed track, the
Missouri Slate Fair in Sedaiia,
«Inch sponsored harness races
«ast month; 16 developers have
expressed interest in building
tracks in the sate, depending
~on which counties approve

ie measure locally in next
month's elections

Montana
Legalized in 1972; 12

licensed tracks, never held an
Arabian race

Nebraska
_ Legained ir, 1935; eight
‘icenscd tracks (five
Tnoroughbred and three

Vunrter iicne); never held an
.Arabian parimutuel race.

Nevada

Legalized in the late 1940s or
early 1950s. two licensed
Tacks: ran Arabians at t. in
1975.

New Hampshire

Legalized in 1939; two

licensed tracks (one

Tnoroughbred and one harness
Tack): never held Arabian
races.
New Jersey
Legalized ir 1939; five
acensed tracks; never raced
Arabians although permitted
D by definition of law.

New Meiico
Legalized in 1956; seven
licensed tracks, raced Arabian*
2 Albcquerouv in 1975 and
1979. Santa Fe in 1973-77. and

inland liuk in 1971.

New Vork
Legalized in 1940; 1.1
licensed tracks (four
Thoroughbred and seven

namcss tracks), never held an
.Arabian race
Ohio

Legalized in approximates
1930; seven licensed tracks,
ran Arabians a: Rvcr Dowr.sin
1952 aid Thistledown in
1952-83.

Oklahoma

Legalized in 1962; one track
iQuartcr Ifersci. Arabians wit!
run at Sue Ration Uiwns in

iinhiuw bcpn.nr.g later this
month. Remington liirk, a
Tack currently under con’

straction ir. Oklahoma City, i.

..cenwd In run panmutuelly
ler.nmng in September of
19e6

Oregon
U-galiud in 1933: nine

ccr.ied tracks. Arabian mvet

.inducted at Grants Ism
.v.wns tin- year and last
Pennsylvania
Legalized if. 1907, fur
.-en«ed tracks (three
Inoruughhrcd and three
.irnrv  traxxf ruied Am

Anx &, liur.n «i'fe Iv.wnv ir.

92
Itbodi

Le-galiTerd
V*H' | SC-1*

I*Und

1

South Dakota
Legalized in 1933; three
beensed tracks; N0 Arabian
races held in the stale.
Vermont
Legalized in 1959; one licens-
ed track; never eardcd an Ara-
bian race.
W ashington
Legalized in 1937; eight
beensed tracks, including Eve
fair tracks: raced Arabians on
ihe fair circuit in 1982 and
1984-S6. and at Yakima
M'adows in 1986.
West Virginia
legalized in 1935; licensed
tracks two, both
Thoroughbred; never held an
Arabian race.
Wyoming
Legalized in 1967; four
beensed tracks (Thoroughbred
and Qjartcr Horse); no Ara-
bian raccsduc to lack of horses
on grounds.
Alabama
Legalized in three counties
(Mobile, Macon and Greene)
and the city of Birmingham in
1984; Brmingham has only
horse (Thoroughbred) track;
never conducted an Arabian
race.

The h3ve nots...
Alaaka
"We don’t have too many
horses in Alaska,” said a
tpokesman for the ILusc of
Representatives, who in-
ebeated that parimutuel had
not been brought up in the past
two yearv
Conneetieut
ISirimutuel wagering was
It, ilized in die state in 1971.
lut proposals to construct
horse tracks were rejected
every year from 1975 to 1976.
An ensuing moratorium pro-
Mbiiing any new licenses ex-
pires in June of 1987, but if
post history is any indication,
it will tm re-cxtended by the
state's lawmakers A'though
no live horse racing occurs in
Die slate, wagenng is permit
led at one greyhound track and
three jai alai frontons and off-
track betting, via closed circuit
t/levision, is allowed on races
at Aqueduct. Helmont, and
other tracks on the East Coast.
In addition. Un-re are nearly 20
(ranch Ix tUng parlors in the
slate.
Georgia
The issue wav last discussed
during he 1966 legislative ses-
sion, but it never maile itout of
committee
Hawaii
legislation concerning
parimutuel has been
introduced penodically for a
numlwr of veara, most recrntly
in 1960, but haa never made it
Insl a first hranng.

Indiana
IT.g.n.yii outlawed |- the
noistiiulKi. tfie pnwess |
rrillove Ifr I-n-VIM-II 1+ UlldI r

way Lf Ihe measure survives,
the slate would have
Hinmutuel wagenngin 1991 al
the earliest
Kansas
The issue will be decided b)
wters in d statewide election
in Novmembcrof this year.
Mississippi
The question his been s part
of bills from the bouse and
senate, but no action has been
taken because the measure
died in committee.
North Carolina
The governor of the state is
adamar.dy opposed lo the
issue
North Dakota
Although there is no opposi-
tion to the issuf,v state
lawmakers look upon the sub-
ject as economically 'unfeasi-
ble.
South Carolina
Survived Erst read-ng in
19S6. died in Ways and Means
Committee.
Tennessee
Hissing one house in 1986, no
Luther action was taken and
the issue is considered "dead"
tir the Pme being.
Texas
Headed for the November
ballot after recently being ap-
troved by the Senate 7-1 and
the House committee 9-1.

Utah
In 1971, the isiue eam.r up as
a study item, but it was

eliminated from consideration.
In 1986. a statewide lottery
proposal failed 58-12 in the
House.
-"mVirginia
The issue has surfaced dur-
gig legislation, but has never
threatened to pass.

Wisconsin
In 1986. a bill containing
funmutuel wagering passed

both houses, If it passes again,
the issue would go before the
public in the form of a referen-
dum.

Keep track
of Arabian racing
in the Express

The Express is first
with features on Ihe
people and the hoises
that are bringing Ara-
bian racing to the
forefront.

For lhe quickest, motf
comprehensive rtnrrjgr
of Arobion racing
reoil the Express
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Th bet or not to bet? Tli.it
tfwotioii isiinri*lived hi only
)j fi.it*s. aa 3»have legalized
pinmutucl wagering since
Kentucky set the statuary
jmedcnt 80 years ago.

There am presently IC5
junmutiiclly licensed horse
tra*tk» acnos the country —
this includes Thoroughbred,
Quarter Ihrse and harness
ru-ing tracks — only 22 of
hl.kli have raced or are rac*
r*g Araliians in 1985 80.

1).r firvt parimutuel race in
tf.e Lillled Suu s apparently
ves tiie inaugural Kt mcky
llIrhy in 1S75 In 1906, the
"Uuesjasj .Stale” was the
fr.t to authorize t/acksidc
Letting, a law that was
q-hrld I*y tin- Supreme G>urt
in 19.1*

It*nn. burse races in
Einoi<>, legalized in 19%27,
ha*e also occurred there "on
Adi.If since IHHI

California, which instituted
parimutuel in 1933. has
the most licensed tracks of
any stale in the union with 14
— 10 of whiih have ton*

ducted or plan to conduct
Arabian races this year —
Adlowed by Mmtana and
Miinc w.tli 12 each, and New
Vork with 11.

Several states, most
notably Kansas, Texas and
Wisconsin, are on llie verge of
legalizing parimutuel wager-
ing and could institute it
widiin die year.

A brief look ut the
parimutuel status of each
gate follows:

The haves..
Arizona
Legalized in 1949; two
Kcenscd tracks; not currently
running Arabians, but did at
TUrf hunuluc in 1908-73
Arkamaa
legalized in 1935, two
licensed trucks; never held a
parimutuel Arabian race.
California
Legalized in 1933; 14
licensed trucks, 10 of which
run Arabians, Arabs have
raced on the county (air cir-
cuit in 1970, 1978, ;*nd from
1980 to 1980.

Colorado
li*g:iliicd in 1919; three
licensed track*, all fairs;

r.ever held a parimutuel race
i r Arabians.

Delaware
legalized in 1937; four
licensed tracks, one

Thoroughbred and three trot-
ters; have rated Arabians at
Lilaware Park on a daily
basis since 198f.

Florida

legalized in 1931, five
licensed tracks, tvo of which
(T.unpa Kiy.lhwns and linn-
lvino Park) carded Araliian
races in 1983-84 and 1986;
14in to open two new tracks
(t Ll-cic Able in Ocala and a
yrt-to-lie-huill track in
Om’colo County) to Arabians
in 1987.

Idaho
leg.ihzed in 1963, nine
h>*used tra*ks never held a
junmutuil race Ar Arabians.

llinois
legJdizid in 1927; seven
licensed tracks, ran Ar.duans
JL Arlington Park in 1979 K3.

rw, Meoon, Graoo) and Oimingrem

lowa
legalized in 1983; no
licensed tracks; ” It (racing

liinmiituclly) is not a rc.tlity
lu re yet, but we’re working
lvird on it.” said a spokesman

for the lowa State* Ktcing
Commission.

Kentucky
The birthplace of

parimutuel wagering in tins
cuunlry; legalized in 1900,
upheld in 1931 by the
Siprcme Court; four licensed
Thoroughbred tracks;
k.ilured a betting machine in
1878; raced Arabian; at
Inbuiia in 1981-82 and 1984
and Paducah in 1984,
f aturrd an exhibition race at
Kentucky llirsc Park this
year.
Louisiana

legalized in 1910; five

licensed tracks; never held an

Arabian race, despite
authorization to do so.
Maine
legalized in pjaa; 12
licensed trucks, all for

harness raring, never ran an
Arabian race.

Mar) land
log.di/ed ill 192'l, -u
licensed track*, exMmg
regulations prtdiil.it racing
Anibian.N

Ma»sucliu»ctU

legalized in 1930; | i;f
licensed tracks (i.n»*
‘(lioroughbretl. one h.unev*
and two Lurs), never held
parimutuel Arabian r.we,
although Splendor Farm- is
planning to build a 2on ...u
track m ihshin.

Michigan

Legalized in 1933;
licensed trucks, one (Mount
licas.L/it Meadows) runs An-
bans. something it has done
every year since P.IKO will,
die exception of 1983; 21
Araliian races have rcpor.-d
ly been scheduled for Utr.nt
(Cue G»urve during the next
two months

seven

Minnesota
legalized in PJ8.1 or 1984.
one licensed track for
Thoroughbreds and Quarter
| braes.
(Me Parimutuel puy. i8)



© : - -
.Im H._UCHCm 3%%@-



FIFTEEN QUESTIONS ABOUT HB 32 AND PARI-MUTUEL WAGERING
by Representative Larson

1. What.i3 Pari-routuel_wagering?
Pari-mutuel wagering is a system of betting, which dates
back to the mid 1800°s. This type of wagering differs
from typical gambling by~virtue of the fact that the odds

are not arbitrary. Pari-mutuel wagering occurs when all
collective bettors pool their money together. The odds
are then calculated systematically. The total amount

wagered versus the individual bets, determines the total
amount, which 1is divided among the winners.

2. What local support has there been for Pari-mutuel
Wagering?
Both the cities of Palmer and Wasilla had an advisory
proposition ilaced on the ballot of the October 7, 1S86
general election concerning pari-mutuel wagering on
certain horse races, (attachments)

The _results in Palmer were 58.2\ in favor of the
concept_of _local option pari-mutuel horse racing.
(In addition the Palmer Municipal code- chapter
3.32- addresses pari-mutuel wagering by virtue of
city ordinance #321, dated August 13, 1985.)

The results in Wasilla showed 62% of the voters
approved the concept. (In addition the city of
Wasilla has Resolution on the books (W85-J-6) which
supports the local option for pari-mutuel gambling.)

The Matanuska-Susitna Borough passed a resolution of support
for__stat s controlled. local option, pari-mutuel betting on
3/3/87.

3. What_type_of.benefits_wlll Pari-nutuel racing provide?
The most obvious benefit, initially, would be the
generation of the racing business itself by the private
sector. Infrastructure, such as breeding, training, and
racing facilities will be an incentive for the
construction industry. Additionally, racing will create
a destination and accompanying services for the tourisnm
trade. This business is a natural spin-off of our
historical and agricultural heritage.

Clearly an obvious benefit would be the added state

revenue, after the racing commences. The income will
come painlessly to the state without burdening the
taxpayer. The amount of revenue deponds on the frequency

of the events authorized by the commission.
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4. is pari-mu zuel racing lecral elsewhere?
Currently 36 states allow the pari-mutuel betting systenm
for either horses, dogs or both.

5. What 1is the development scenario for Pari-autuel racing?
After the local endorsement of the voters, preparation
time could be six months to several years, depending on
the level of development. A racing season might be for
approximately 10 weeks, with both the Alaska and Tanana
Fairs as the more competitive exhibitions. As
participation increases, so would the growth.

Pari-mutuel professionals tell us that an average
scenario would include typically eight races a day, with
eight entries per field. Estimates indicate that 270
animals would be required for a successful start-up.

The most important thing about this typo of racing is the
controlled conditions which will guarantee the integrity
of the race. Sophisticated racing equipment would be
rented from outside; this is very normal procedure
elsewhere, where racing is on a similarly small scale.

6. What 1is the fiscal note for HB 32?
Our expectation for the fiscal note is relatively small,
based on the assumption that this is a 10 week season.
Tho Commission will be providing the initial professional
expertise. One and sometimes two staff persons will
assist (part-time) in the preparation of regulations,
public hearings, and paperwork. Based on the development
of races and facilities, the employment requirements
would follow the same growth curve.

7. wllL _team_doqg racing_compete_wlth existing dog races in
Alaska?.
No. In fact, the Alaskan Mushers feel it would be good
for their sport as well. Dog team races would probably
occur in the summer when similar training occurs anyway.
A team of dogs would use the same racing facility, only
under slightly different track conditions. Naturally
horses and dogs would not race at the same time.

8. What 1is the role of the Racing Commission?
The Commission will regulate racing and pari-mutuel
racing Their wide range of regulatory responsibilities
are outlined clearly in the bill, 1including their
specific enforcement powers regarding prohibited acts and
penalties.
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10.

11.

12.

three

The Commission shall adopt regulations; appoint
officials; supervise and distribute the pool; ascertain
standards for veterinaries, equipment, audits, and other
related matters; license races; inspect racetracks and
animals; establish dates, durations, locations, fees;
account for all records,vcollections and disbursements;
hire staff; compel witnesses; and appoint hearing
officers.

Has there_been Pari-mutuel Legislation introduced 1in
Alaska before?

Pari-mutuel legislation was introduced in the 10th, 11th,
and 12th Legislative sessions. It passed the house in
the 10th session, but died in the Senate. In both the
11th and 12th Legislative sessions the proposed
legislation was never considered by the first committee
of referral.

How is CSHB32 different from the earlier Pari-mutuel
legislation?

Prior legislation did not require a majority municipal
referendum nor did it require a municipal permit.

How is para-mutuel wagering different from other games of
chance and contests of skill?

oversight and regulation is much greater. The
complexities of the wagering system and accompanying
safeguards were built into it purposefully.

CSHB 32 legislates pari-mutuel guidelines which will
disallow abuse. (A "totalisatorll is used which is an
especially designed electrical device which calculated
the bets and determines the winnings- according to the
odds.) Tha regulatory nature of the Commission coupled
with the required, sophisticated equipment enhance the
pari-mutuel system to offset tampering and to ensure
security for the establishment and the bettor.

What is a "typical participant” 1in pari-mutuel wagering?
Studies have shown that participants are generally white
collar workers with one or more years of higher education
and an income of $35,000 or more. Achievers (loosely
defined as managers, administrators, business or
government leaders, educators or politicians) are common
participants in pari-mutuel racing.
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13.

14.

15.

How woul-d thi3 system affect the non-partlclpants?

It wouldn®"t, except by choice. First, it would have to
be a local decision to allow pari-mutuel wagering within
the municipality. Sec. 05.40.120 requires a municipality
to have a majority referendum authorising pari-mutuel
racing. Sec. 05.40.120 requires a public hearing before
issuance or renewal of a license.

Secondly, and more importantly, it would be an individual
choice to partake in wagering. The vulnerability of an
individual can not be regulated. Article 3 prohibits a
person under the age of 18 to use the pari-mutuel systenm.

How have other states benefited from pari-mutuel
wagering?

Other states have benefited by revenues to the general
fund, tourism potential, animal sales, construction and
re2l estate purchases (some states constitutionally allow
dedicated funds and many specific groups have

benefited- such as capital improvement projects, school
systems, or rehabilitation).

Texas, another state financially hurt from declining oil
revenues, has just recently approved a pari-mutuel racing
bill which will allow a statewide referendum regarding
the 1issue. A co-sponsor estimates that if pari-mutuel
wagering 1is approved, tha state®"s general fund will
benefit to the tune of $110 million by 1991.

Who would be the monetary beneficiaries?

The licensee (usually a privately owned track)

makes money by taking 15% of the pool. This figure 1is
set high at tha beginning, so as to allow for a quicker
return on th* private investment.

The state, which establishes the Commission, also takes a
percentage equalling 10% of the pool. In addition the
state is the recipient of all licensing revenue and can
collect up to $1.00 of the admission tickets.

The entrants would receive 10% of the pool respectively
in the form of purse money.

The participants who have the "winning
tickets" share the remaining 65% of the pool.

The municipality would be able to tax the property and
collect a portion of the admission and concession fees,
resulting in local revenue.
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MISCELLANEOUS EXCISE TAXES 561

l-eglslatlve History, For legislative history and
purpose of I'ub I.. 100-223. ve 1987 U S Code
Cong And Adm News, p 2533. |

ibcluptei. | (section 901 el
of 'lille J. Tlic Congress.

it E—SPECIAL PROVISIONS APPLICABLE TO SERVICES
AND FACILITIES TAXES

here persons receiving payment must rolled tax

4846 el vq
enuc §§ 1149 In 1151.

ion fur United States and possessions

Library References
Internal Revenue «=W)55. 4.U5 cl srq
CJ.S Iniernal Revenue §6 10C. 101X

jtations

6 CFR 48 42211

31—POLICIES ISSUED BY FOREIGN INSURERS

ion of lax

y imposed, oil each policy of insurance, indemnity bond, annuity
of reinsurance issued by any foreign insurer or reinsurer, a tax at

es:

ly insurance nnd indemnity bonds.—4 cents on each dollar, or
rt thereof, of the premium paid on the policy of casualty insurance
inity bond, if issued to or for, or in the name of. an insured as j
ction 4372(d):

isurance, sickness and accident policies, and annuity contracts,

each dollar, or fractional part thereof, of the premium paid on the

sickness, or accident insurance, or annuity contract, unless the
bject 'o lax under section 842(b); and

trr.net.—1 cent on each dollar, or fractional part thereof, of the

on the policy of reinsurance covering any of the contracts taxable!

raph (1) or (2).

736. 68A Slat. 521; Mar. 13. 1956. c. 83, § 5, 70 Stat 49; Sept. 2. 1958,
I, { 141(a), 72 Stat. 1300; June 25,1959, Pub.L 86-69. § 3(f)(3), 73 Stat. 140;
L 89-44, Title VIII, § 801(b). 79 Stat. 160; Oct. 4, 1976, Pub.L. 94-455, Title
90 Stat. 1812; July 18. 1984, Pub L. 98-369, Title 1. § 211(bH23). 98 Stat. 757;
L 100-203, Title X. } 10242(cH3). 101 Suit. 1330-423.)

in federal (an controversies Arthur W. Andrews,

Pat (2) Pub.L. 98-369
28 AritLRev 594 (1986)

813" for "veclion 819 '

1987 Amendment. Amend-
242(cX3> of Pub L. 1CO-203
Applicable lo taxable yean

I.fbrtry References
Inlemal Revenue «=>4245

ec. 31, 1987. ve section CJS Inlemal Revenue $ 1021
100-203, Kt out as a mile

"tho title .
1944 Amendment. Amend Notes of Decisiunt

Penallirs for failurr In pay Ut 2

369 |o apply lo taxable yean
Reinsurance contracts |

31. 198), ve wclion 215 of
ul as a nolc under aection (01

. Reinsurance rontractv

Where, during yean in uuestion, rein urer
mainlamrl r,” ofTice in United Stales, was not
authorized lo . business in Umlird Steles, and
was not engaged in trade or business in United
Stales, premiums ceded lo n by surplus lines'
enteric* invjrct were not subject lo United Steles income
able recoupment and the “two us, thus, premiums paid to reinsurer were un-
ice of the iialutes ol limitatior able at esviv ut under llm section governing

y. For legislative hivtory nnd
98-369, ve 1’84 U SCode
ws. p 697 See. alvo Pub L.
lode Cong and Adm News p
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imposition of to* on reinsurance. U.S. v, Nor-
ihumbcrland Ins. Co, Ltd., D.C.N.J.1981, 521

¥ Supp. 70.

2. Penalties for failure lo pay In

Where insurer's failure lo pay escise las on
reinsurance premium was based on insured's belief
that esciie las did nol apply lo transaction be-
§ 4372. Definition)!
| ibrary References

Inlemal Revenue «=4245.
CJ.S, Inlemal Revenue 6 1021

Notes of Decisions

Insured 2
Reinsurance policy |

. Reinsurance policy

Where policy of reinsurance is signed or coun-
tersigned by officer or agent of foreign insurer in
state in which that reinsurer is authorized to do
business, policy of reinsurance is exempt from
cvetv tax US v. Northumberland Ins Co..
Ltd. D.C.NJ. 1981, 521 F.Supp 70

§ 4373. Exemptions

Library References
Internal Revenue ®=4245.
CJ S. Inlemal Revenue § 1021.

6 4374. Liability for tax

Library References
Internal Revenue <*=*4814.
CJ.S. Internal Revenue § 1132.

26 § 4401

tween two alien companies, and issue of applica-
bility of this section governing imposition of tax
on reinsurance lo insurance tranuction between
two foreign companies was not completely ftee
from ambiguity, penalties for failure to Tile and
failure to pay las under section 6651 of this title
would not be enforced against insurer. U.S. v.
Northumberland Ins. Co., Ltd., D.C.NJ.1981,
521 FSupp. 70.

2, Insured

Under section 4371 of this title governing impo-
sition of las, there is no requirement that rein-
sures! qualify as insured to be subject to exciv tas.
so long as underlying primary policies were issued
lo "insureds" under statutory definition of in-
sured. U.S. v. Northumberland Ins, Co,, Ltd.
D.C.NJ 1981, 521 F.Supp. 70.

Where insurer operated as eligible surplus lines
insurer in at least 40 stales, occupied olTice space,
hired agents and employees, maintained assets in
bank account in United States, and filed federal
income tas returns as foreign corporation engaged
in trade or business in United Stales, insurer
qualified as insured under section 4371 of this title
governing ;«licy issued by foreign insured M

CHAPTER 35—TAXES ON WAGERING
SUBCHAPTER A—TAX ON WAGERS

§ 4101. Imposition of tax
<n) Wagers—

(1) State authorized wagers.—There ahall be imposed on any wager autho-
rized under the law of the State in which accepted an excise tax equal to 0.25

percent of the amount of such wager.
(2) Unauthorized wagers.—There shall

be imposed on any wnger not de-

scribed in paragraph (l) an excise tax equal to 2 percent of the amount of such

wager.

[Sec main volumefor text of(h) and (c)]

(A* amended Oct. 25. 1982, Pub.L. 97-362. Title I. 5 1091a), 96 Suit. 1731.)

1982 Amendment. Subsec. (a) l'ub L 97-
162. $ 109ta), substituted ptovision lhat there
shall be imposed on any wager authorized under
the law of the State in which accepted an csciv
mas equal to 0.25 percent of the amount of such
wager and that there shall be imposed on any
other wager an eaciv tas equal to 2 percent of the
amount of such wager, for provision that there be

imposed on wagers, as defined In section 4421, an
csciv tas equal to 2 per cent of the amount
thereof.

Lfferllrc Date of 1982 Amendment. Section
109(c)(1) of Pub.L 97-362 provided that "The
amendment by subsection (a) |amending subsec
(a) of ihis section) shall lake effect January I.
1983 "



Note 5

S. Records, admissibility of
Allhough government charged defendant with

being a gambler and adduced daily records detail-

ing volume of hiv belting business as required by
this section, government svould not be conclusive-

§ 4101 Territorial extent

Library References
Internal Revenue *=4320
C J.S. Internal Revenue 5 102(1

MISCELLANEOUS EXCISE TAXES 60

ly estopped from arguing that records were not
kept under compulsion of its own statutory man-
date so that they would not be admissible in
prosecution for running n wagering business for
purposes of U.SC.A. Const. Amend. 5. US. w.
Brian. D.CR.I.1981, 507 F.Supp 761.

SUBCHAPTER B—OCCUPATIONAL TAX

§ 1111. Imposition of tax

(a) In general.—There shall be imposed a special tax of 3500 per year lo be paid
by each person who is liable for the tax imposed under section 4401 or who is
engaged in receiving wagers for or on behalf of any person so liable.

(b) Authorized persons.—Subsection (a) shall be applied by substituting 350" for

"3500" in the case of—

(1) any person whose liability for tax under section 4401 is determined only
under paragraph (1) of section 4401(a), and
(2) any person who is engaged in receiving wagers only for or on behalf of

persons described in paragraph (1).

(As amended Oct. 25, 1982, Pub.L 97-202, Title I, § 109(b), % Stat. 1731

1982 Amendment. Pub L. 97-362. § 109(b).
designated entiling ptovmonv ac subvcc. (a) and
added vubscc. (b)

Lffeetlve Date of 1982 Amcndi -nt. Section
109(c)(2) Or Pub I.. 97-362 provided that: “The
amendment made by subsection (b) (amending
lhis section) shall take effect on July 1, 19g)."

I-rglslalive History. For legislative history and
purpose of Pub L 97-362. sec 1982 U S Code
Cong, and Adm News, p. 3301

Ubrary References
Internal Revenue «=4246.
CJS Inlemal Reveni 55 1001, KXM

Notes of Decisions

7. — Engagement In business nf accepting

wagers
Payment of special cvitv lav is a condition
precedent lo the maintenance of a wagenng busi-
ness U.S. v $6,500 m U.S Currency. D C Ark.
1984. 586 F.Supp 1MJ

§ 1112. Krgixtruliun

Ubrary Rrftrrncrt
Internal Revenue C"4246
CJS Internal Revenue 55 1001 I1«M

Notes of Decisions

I, Constitutionality

This section requiring registration of gambling
activities with In..mat -rue Service and pay-
ment of occupations! ta>  -onneclion with gam-
bling activities do not .lo.aie the privilege against

1. Forfeiture of property

Historically, forfeiture is used against an ufTcnd-
ing object used in an olTcndmg activity. U.S. w.
1978 Cadillac ElI Dorado 2-Door Coupe. Red In
Color with White Vinyl Top. Motor No.
6L4758Q134633. Utah Licence No. VHK388.
D C. Utah, 1980, 489 FSupp. 532.

13. Searches and seizures

US v One 1975 P <ntiac l.emans, 470 F.Supp
1243 (main volume] affirmed 621 F2d 444

14. Persons liable

Even single person shown to tie engaged in
business of accrpling wagers im spoils events is
obi gated lo file Service tea forms 11i i Halts-
men. DC.Wiv 1984, 577 FSupp 1532

15. Indictment and information

Counts of indictment charging defendant with
failure lo pay las and with failure to trgivler with
Service staled two causes of aeli.-i which were
vepaiately punishable, and thus counts of indict-
menl were not tnullipliciouv  US v. Tucso, DC
111 1984. 581 | Supp 379

self incrimination under USC A Const Amend
5 US. v. Splca, D C Mo 1980, 48J F Supp
1341.

4. Persons required to register

For conviction of willful failure lo Ole a wager-
ing lav return, it is sufficient that defendant be in
the business of accepting wagers for Inmtelf or on
behalf of another, the “writer" who receives bets
for another U subject to this section at wv|| as the
“banket" who is engaged in the business of ac-
cepting wagers, either by himself or through

61 MISCELLANEOUS EXCISE TAXES

"writers." U.S. v. Ilirschhom, C.A.Tcx 1981.
649 P.2d 3tO.

8. Forfeiture of property

Although lursh. forfeiture is useful as a govern-
mental weapon lo assur- compliance with re-
quired standards of conuuct. U.S. v. 1978 Cad-
illac El Dorado 2-Door Coupe. Red In Color with
White Vinyl Top. Motor No. 6L4758Q134633.
Utah License No. VHK388. D.C. Ulah 1980. 489
FSupp. 532.

Where a bookie runs a one-man business and
has purchased his occupation tas stamp and has
registered with Internal Revenue Service and uses
his automobile in serving his clientele, the vehicle
so used is not subject to forfeiture because the
-equired monthly wagenng las report has not
been filed and the tax owed has not been paid
Id.

A vehicle is subject lo forfeiture when it is used
to haul contraband, narcotics, goods in violation
of the customs laws, as part of an “organized"
crime business, or used by a bookie in his business
when he has not registered and paid his special
occupation tax Id.

10. Searches and seizure

Anonymous info-manl's information was ade-
quately corroborated by subsequent surveillance of
law cnforcemcni agents; moreover, independent

of the initial tip. *
ly established pro
teclly named defe
as being used as
wagers on behalf
individual's unreg
v. Ilirschhom. C

I1.  Indictment a

Counts of indii
failure to pay las
Service stated tw
separately punish,
mcnt were not mt
111.1984. 581 F.Sx

15.  Immunity fr

Special occupal
engaged in busim
paid, and the reg-
immunire the bo-
local laws, incluc
officials may an
would viola'e loc
registered and »l;
ment. US. v. I
Coupe. Red In
Motor No 6L4i
VIIK388, DC. |

SUBCHAPTER C-MISCELLANEOUS PF

§ -1421. Definitions

Library References
Internal Revenue «=>4246, 4320
CJS, Internal Revenue 55 1001, IWM, 1020.

Notes of Decisions

5. Wager

For purposes of this title, term “waget" in-
cludes any bcl with respect lo any sports event nr
contest placed with a pervm engaged in lhe busi-
ness of accepting such bets U.S. v. $h.500 in
US Currency, D C Ark 1984, 586 F Supp 1260

$ 4123. Inspection of book™*
Ubrary Hefrrencrv
Internal Revenue «->4J20. 449.3
CJS Internal Revenue 55 1020. 1030. 1217

Notes of Decisions

Prerequisite to Inspection |
SelMncriminnllon 2

2. Self-Incrimination
Gambling records were not wired in violation
of self-tncriminaoon clause of USC A Const

6. Conducted fo

Tax-exempt fr*
gering excise tas s
by conducting di
net proceeds of
individual memht
from qualifying f
sion [26 USC A
that members w
membership dues
membership tienc
duced without it
Knights of Colui
C.A 7 (Ind 1 198)

Amend 5. wher
violating ilitv ch.
winch required

section provided
person liable for
specled av frcqui
enforcement of Il
cei/rd wav no ir
defendant lo ma

1981. 649 I- 2d
84. certiorari d<
1022. 721 1d 2i
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Code of Federal Regulations

Applicability, etc.,

Document*-)- stamp tuxes, nee 20 CKJt 47.0-1 et seq.
Kxclio taxes payable by return, see 20 CFIt 40.0-1 ct seq.

Notes of Decisions

1. Affixing of stampi

Plaintiff insurance companies which
purchased certain documentary stumps In
connection with purchase of contracla of
relnauranco from foreign reinsurers and
which glued stamp- to sheets of paper
and marked stamps “cancelled"” hocauee
nf Insufficient apace on contracts of the
loaurancc, which noted number and date

of tax UBOd to purchaao stamps on
sheets, nnd which cross-indexed stamps
In books and records to Insurance con-
tracts, “affixed" stamps within require-
ment nf this section, notwithstanding
that sheets were not attached to the con-
tracts. American Hankers Ins. Co. of
Fla. v. U. S., D.C.Fla.1007, 203 F.Supp. 07,
affirmed 3S8 F.2d 301.

CHAPTER 35- TAXES ON WAGERING
Subchapter
A. Tax on wagers.
B. Occupational tax.
C. Miscellaneous provisions.

SUBCHAPTER A—TAX ON WAGERS
Stc.
4401. Imposition of tax.
4402. Exemptions.
4403. Record requirements.
4404. Territorial extent.
4405. Cross references.

§ 4401.

(a) WagtTrs*-There yhatt-4”e_jjnposbd”on wajrerVas aefh”d in
section 4421, an&xcjse”ax equal to 2 percentrufthe amtmm thewof.

Imposition of tax

(b) Amount of wager.—In determining the amount of any wager
for the purposes of this subchapter, all charges incident to the plac-
ing of auch wager shall be included; except that if the taxpayer es-
tablishes, in accordance with regulations prescribed by the Secre-
tary, that an amount equal to the tax imposed by this subchapter
has been collected as a separate charge from the person placing
such wager, the amount so collected shall be excluded.

(c) Persons liable for tax.—Each person who is engaged in the

business of accepting wagers shall be liable for and shall pay the
tax under this subchapter on all wagers placed with him. Each per-
son who conducts any wagering pool or lottery shall be liable for
and shall pay the tax under this subchapter on all wagers placed in
such pool or lottery. Any person required to register under section
i412 who receives wagers for or on behalf of another person with-
out havi ig registered under section 4412 the name and place of resi-
dence of such other person shall be liable for and shall pay the tax
under this subchapter on all such wagers received by him.
Aug. 16, 1954, c. 736, 68A Stat. 525; Sept. 2, 1958, Pub.L. 85-859, Ti-
tle I, 8§ 151(a), 72 Stat. 1304; Oct. 29, 1974, Pub.L. 93-499, § 3(a),
88 Stat. 1550; Oct. 4, 1976, Pub.L. 94-455, Title XIX, §
1906(b)(13)(A), 90 Stat. 1834.

Historical Note

It!» Internal Hevenue Code. Similar 1074 Amendment. Subscc. (a). Pub.L.

provisions to thli section were contained
In section 32S3(a), (c), (d) of tlie 1030 In-
Urns! Revenue Code.

ISIS Amendment. Subscc. <h). Pub.L.
01-433 struck out "or bit delegate" fol-
lowing "Secretary".

03-100 substituted “2 percen." for "10
percent".

Amendment. Subtec. (c). Pub.L.
S3-S3U made til persons required to regll-
ter under section 4412 of this title who
receive wtgsrs for or on behalf of snoth-

165
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Nod 39

collect proposed ttieisnirot pending out-
come of refund litigation. Injunctive re-
lief would not be granted, notwithstand-
ing contentions that tax assessment was
bated on evidence obtained In nn Illegal
search and leisure, that to make an ef-
fective tax protest taxpayer would lisvc
to bring forth records and' make alale-
menta thit would tend to Incriminate
him, and that assessment would deprive
him of bis property and business without
duo proceaa of law. McAllater r. Cohen,
D.C.W.Va.1070, 308 FSupp 017. affirmed
438 F.2d 422.

TAXES ON

40. Record

Record contained substantial evidence
that defendant was engaged In buaineaa
ot wagering and Jury could well find
that evidence excluded every reasonable
hypothesis except that of guilt on Issue
of whether defendant was engaged In the
business of accepting wagers and on Is-
sue as to whether he was ii “banker”,
within meaning of this chapter and regu-

8§ 4402.

Exemptions

WAGERING Ch. 35

latlona. Evans v. U. 8., C.A.Tex.1088. 310
F.2d 833.

41. lleview

Reviewing court doea not frown on
trial court* defining auch words or
phrases aa 'banker", "proprlelary Inter-
est" or "writer", and proper definitions
of thoae word* or phrase* may be of as-
sistance to Jury. Evans r. U. 8., CA.
Tex.1083, 349 F.2d 833.

Where American Legion Post was as.
seised and paid a wagering tax on |Its
operation of both a lottery end a base-
ball pool, end the tax assessed upon the
receipts from the baseball pool was far
In excess of lhat paid by the Post and
sought to be recovered, question as to
taxability of lottery proceelJs waa of no
consequence and would not be determined
on review. Edgcwood Am. Legion Post
No. 418 v. U. 8, C.A.Ind.1937, 218 F.2d 1,
certiorari denied 78 S.Ct. 383, 353 U.S.
928, 2 L.Ed.2d 337.

No tax shall be imposed by this subchapter—

(1) Parimutuels.—On any wager placed with, or on any wa-
ger placed in a wagering pool conducted by, a parimutuel wa-
gering enterprise licensed under State law,

(2) Coin-operated devices.— On any wager placed in a coin-

operated device (as defined

in section 4462 os in effect for

years beginning before July 1, 1980., or on any amount paid, in
lieu of inserting a coin, token, or similar object, to operate a
device described in section 4462(a)(2) ias so in effect), or

(3) State-conducted lotteries, etc.— On any wager placed in a
sweepstakes, wagering pool, or lottery which is conducted by an
agency of a State acting under authority of State law, but only
if such wager is placed with the State agency conducting such
sweepstakes, wagering pool, or lottery, or with its authorized

employees or agents.

Aug. 16, 1954, c. 736, 68A Stat. 525; Sept. 2. 1958, Pub.L. 85-859. Ti-
tle 1, § 152(b), 72 Stat. 1305; June 21, 1965, Pub.L. 89-44, Title IV,
8§ 405(a), Title VIII, §813(a), 79 Stat. 149. 170; Oct. 4, 1976, Pub.L.
94-455, Title XII, 8§ 1208(a). 90 Stat, 1709; Nov. 6. 1978, Pub.L. 95-

600, Title V, § 621(c)(1), 92 Stat. 2884

Historical Note

USa Internal Revenue Cod*. Similar

provisions lo this aection were contained
In section 3283(a) of tha 1939 Inttrnal
Revenue Code.

191* Amendment. Par. (2). Pub.L.
93-000 aubstlluted "(aa defined In eectlon
IKS aa In effect for years beginning be-
fore July 1, 1980)" for “"with respect lo

182

Ch. 35 TAX ON

which an occupational tax Is Imposed by
aection 4481” and "(aa ao In effect), or"
for "If an occupational tax la Imposed
with rcepect to auch device by aection
4481, or".

UK Amendment. I'ar.  (3). Pub.L.
94-433, among other changes, substituted
In par. catchllne "State-conducted lotter-
ies, etc." for "State-conducted sweep-
stakea.”, and struck out provision that no
lax be Imposed on any wager placed In a
sweepstakes, wagering pool, or lottery In
which the ultimate wlnnera ere deter-
mined by the reeulle of a horse race.

1963 Amendment. Par. (2). Pub.L.
89-44, | 403(a), substituted “section
4482(a)(2)" for ™aection 4482(a)(2)(D)".

Par. (3). Pub.L. 89-44, | 813(a). added
par. (3).

IU4 Amendment. Par. (2). Pub.L.
83-839 Inserted provision* excmptlog from
the tax amounts paid to operate a device
deacribed In aection 4462(a)(2)IR>. If au
occupational tax la Imposed with respect
to*such device by section 4101 of this tl-

Effective Date of 197 Amendment.
Amendment of par. 12) by section
321(c)(1) of Pub.L. 93-000 applicable with
respect to yeare beginning after June 30.
1960. aee aecllon 321(d)(2) of Pub.L. 95-
800. act out ns n note under section 4401
ot (bla title.

26 84403

Effective Hate of 1*1* Amendment.
Section 1208(c)(1) of Pub.L. 91-433 pro-
tided lhat: "The amendment made by
subsection (a) (amtndlng par. (3) of thl*
section] shall apply with respect to wa-
gera placed after March 10. 1081."

WAGERS

Effective Hate of 1983 Amendment.
Amendment ot par. (2) by Pub.L. 89-44
applicable on and after July 1, 1085. aee
aection 7011c) (2) of Pub.L. 80-44, set out
Id part aa a note under eectlon 4481 of
this title.

Section 8131b) of Pub.L. 80-44 provided
that: "The amendment made by subsec-
tion (a) [adding par. (3)] shall apply
with respect to wagers placed after
March 10, 1081."

Effective Mate of 1938 Amendment. For
effective date of amendment of thla aec-
tion by Pub.L. 83-850, aee aection 152(c)
of Pub.L. 63-830, set out aa a note under
eectlon 4482 of thl* title.

Legislative History. For a comprehen-
alre analysis of thla aection at contained
In House Report No. )337, Senate Report
No. 1022. and Conference Report No. 2513,
which accompanied the Internal Revenue
Code of 1951, aee pp. 4488, 5127 of the
1054 U.S.Code Cong, and Adm.News. 8%e,
also. Pub.L. 85-850, 1938 U.S.Code Cong,
and Adm.News, p. 4305; Pub.L. 80-44.
1085 U.S.Code Coog. and Adm.News. p.
1845; Pub.L. 04-455. 1078 U.S.Code Cong,
nnd Adm.News, p. 2807; Pub.L /54J00,
1978 U.S.Code Cong, and Adm.Niws, p.
6701.

Library References

Internal Revenue C=1S3. 1133.

Notes of

I. Constitutionality

Provision of U.S.C.A.Const. Amend. 5
mgalnet discrimination did not require
that a tax statute cover all phases of a
laxed or licensed business, and. therefore,
section 3283 et teq. (I.R.C.1939) were not
unconstitutional because they excluded
lotus wegerlog activities from their pur-
view. U. H v. Kahrlger. Pa.1953. 73 S.Ct.
510. 313 U.S. 22 07 L Ed. 731. rehearing
denied 73 S.Ct. 778. 313 U.S. 031. 07 L.Ed.
13».

8§ 4403.

CJ.S. Internal Revenue || 78. 528

Decisions

Section 3263 et »cq. [I.R.C 1939J). which
epplled to all engaged In receiving *«e
rsra, whether euch activity wa* forbidden
by elate or local law, exempting pari-mu-
tuel enterprises and coin-operated dcvicer
subject to occupational taxes otherwise
Imposed, were not. by virtue of Informa-
tion required of person subject to ssld
sections, unconilltutloQSI as a regulation
of purely tntrastate activate*. U. S. v.
Nadler, D.C.Cal.1932. 103 F.Supp. 918.

Record requirements

Each person liable for tax under this suLchapter shall keep a daily
record showing tho gross amount of all wagers on which he is so
liable, in addition to all other records required pursuant to section

6001(a).

Aug. 16,1954, c. 736, 68A Stat. 625.
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Historical Note

19J9 Internal Revenue Code. Similar
provision* to this eectlon were contained
In section 3287 of the 1030 Internal Reve-
nue Code.

Legislative History. For a comprelien-
elve analysis of this aection aa contained

In llouee Report No. 1337. Senate Report
No. 1022. end Conference Report No. 2543,
which accompanied the Internal Revenue
Code of 1951, <<* pp. 4168, 5127 of the
1051 U.S.Code Cong, and Adm.News.

Library References

Internal Revenue C=1453.

CJ.S. Internal Revenue | 672.

Notes of Decisions

Computation of tax 1
renona required to keep record* 1

1. Persons required to keep record*

Responsibility for maintaining accurate
recorda of the groaa amount of wager*
received I* on the person who 1* liable
for federal wagering excise taxes. Dc-
Lortnto v. If, S., C.A.N.V.1877, SSS F.2d
217.

t. Computation of tax

Where no records are kept as to the
grosa amount of wagers received, the
Commissioner In authorized to make an
eitlmate by any reasonable method, In
C'espect In Impoaltlon of federal wagering
excise taxes. DeLorenzo v. U. S, C.A.N.
Y.1077. 555 F.2d 27.

Computation and assessment of 10 per-
cent federal excite tax on wagers as to

tain a dally record of wagers, aa be was
required to do by this section. Sclanna-
roeo v. Dalh. D.C.N.Y.1974, 373 F.Supp.
1120

Where constllr-.lon Ilty of wagering
tax was establish.J und taxpayer did not
contend that he iFJ not owe taxes, ao
that ouly question In suit for refund
would be amount of wagering tax due.
and policy slips upon which Internal
Revenue Service based Its projection as
to amount of taxes due for four-year pe-
riod had been seized pursuant to warrant
and taxpayer could sue for refund after
limitation of time for prosecution for
gambling, preliminary Injunction against
assessment and collection of wagering
tax would be denied. Hamilton v. U. S,
D.C.N.Y.1009. 360 F.Supp. 468. affirmed
429 F.2d 427, certiorari denied 91 8.Cl.
881. 401 U.S. 913. 27 L.Ed 2d 812.

Ch. 35 OCCUPATIONAL TAX 26 84411

§ 4404. Territorial extent
The tax imposed by this subchapter shall apply only to wagers
(1) accepted in the United States, or
(2) placed by a person who is in the United States
(A) with a person who is a citizen or resident of the
United States, or
(B) in a wagering pool or lottery conducted by a person
who is a citizen or resident of the United States.

Aug. 16, 1954, c. 736, 68A Stat. 525.

Historical Note

1939 Internal Revenue Code. Similar In House Report No. 1337, Senate Report
provisions to this section were contained No. 1622, and Conference Report No. 25(3,
in section 3285(f) of ‘he 1939 Internal which accompanied the Internal Revenue
Revenue Code. Code of 1054. see pp. 4468, 5127 Of the

1951 U.S.Code Cong, and Adm.Newt
Legislative History. For a comprehen- 9 wh

sive analysis of this section ns contained

Library References
C.J.S. Internal Rever ie | 528.

Internal Revenue 0=1133.
§ 4405 Cross references
For penalties and other administrative provisions appli-
cable to this subchapter, see sections 4421 to 4423, inclu-
sive; and subtitle F.

Aug. 16, 1954, c. 736, 68A Stat. 526.

Historical Note

bollta operatora by determining total wa. W here taxpayer, who had been asiessed
gers on day of raid based on lottery excise taxes on wagers, the occupation of
tickets found and projecting that amount wagering and penalties thereon, had not
back for previous 62 weeks wss proper, kept a dally record showing that gross
and assessment was prims facie correct, amount of all wagers for which he wa*
where operators had destroyed lottery liable and bid not kept any book* or
ticket* for prior weeks and refused to es- records In connection with the wagering
timate their gross receipts or disclose business lo which he w*» engaged, com-
their records until n year and eight putation of lax based on statement of
months after raid. Finder v. U. 9.. C.A. taxpayer’s solicitors, discussion with lo-
F1s.1901, 330 F.2d 119. cal police officers and based on Internal
. Rctenuo Service agents' own experience
Procedure used to enforce wagering | imil - " Hodoh
Isx* whereby texpsyer was asvct.cd with a simular caser wa' proper. odoh v.
y texpsy I\ S, H.C.Ohlo 1957. 153 F.Supp. 822.
the statutory excise tax for months be-
tween March and December. 1972. was not For purpose of determining amount
unconstitutional where taxpayer had been ilil* for federal wagering taxes, valcula
arretted in March. 1972 for gamlding ltun of a laxps)rr’'s gambling revenue
where 12,000 worth of gambling slips over on extended period of wagering ac-
were found on Ms person when he was tlviiy may properly alem from projec-
arrested In December, 1072, nnd where tions based upou Income data available
tax due wa* calculated on th* haela of n for u shorter period. U. S. v. Cantrell,
projection, elnce taxpayer failed to main- D.C.WIs.1974.62 F.R.D. 96.

1939 Internal Revenue Code. No simi-
lar prorlalona were contained In the 1039
Internal Revenue Code.

Legislative History. For a comprehen-
sive analysis of this aection a* contained

In House Report No. 1337, Senate Report
No. 1022, and Conference Report No. 2543,
which accompanied the Internal Revenue
Code of 1951. see pp. 4488, 5127 of the
1954 U.S.Code Cong, and Adm.Newe.

SUBCHAPTER B-OCCUPATIONAL TAX

Imposition of tax.
Registration.

Certain provisions made applicable.

Cross references.

§ 4411.
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Aug. 16. 1954, c. 736, 68A Stat. 527; Oct. 29, 1974, Pub.L. 93-499, §

3(b), 88 Stat. 1550.
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Not* 33

Revenue Berrlce haaed It* projection aa
to amount of taxes ilue for four-year pe-
riod had hocn aclted purauant to warrant
and taxpayer could sue for refund after
limitation of time for proaecullon for
gambling, preliminary Injunction agalnat
aaaeaament and collection of wagering
tax would be denied. Hamilton v. U. S,
D.C.N.Y.1P60. 300 F.Supp. 168. affirmed
419 F,2d 427, certiorari denied 01 S.Ct.
881, 401 U.S. 013, 27 L.Ed.2d 812.

TAXES ON

Where affidavit of taxpayer, who
aought to enjoin aaaeaament agalnat him
for unpaid federal wagering tax llablll-
tlea, ahowed ability to pay and nbaence
of any circumstances Indicating that pay-
ment would work any undue hardahlp on
him, and taxpayer waa given written aa-
aurancca that no atepa would be taken to
collect propoaed aaaeaament pending out-
come of refund litigation. Injunctive relief
would not be grunted, notwlthatanding
contentions that tax assessment was
based on evidence obtained In un Illegal
aearch and seizure, thnt to make an ef-
fective tax protest taxpayer would have
to bring forth record* and make state-
ment* that would tend to Incriminate
him, and lhat assessment would deprive
him of his property and business without
due process of law. McAlister v. Cohen,
D.C.W.Va.1070. 309 F.Supp. 817, affirmed
436 F.2d 422.

Where Individual, who had tendered 430
for oc<'ipntlonnl stamp tax for persona
liable for excise tax on wagers, refused
to make certain required disclosures on
ground that they would expose him to
criminal penalties, and sought Injunction
to restrain enforcement of section 3285
(t.R.C.1039 (now this aection nnd section*
4402, 4-101, nnd 4421 of this title) I. appli-
cant aought Intervention of court to en-
join enforcement of said section for the
protection of a criminal buslne**, am"
therefore relief would lie denied. Comb*
v. Snyder, D.C.D.C.1031, 101 F.Supp. 831.
affirmed 72 S.Ct, 562, 312 U.S, 939, 06 L.
Ed. 60S.

3*. Review

Supreme Court, In reviewing conviction
for Conspiracy to evade payment of fed-
eral occupational tax on wagering and
failure to register anil pay such tax.
would not permit continued enforcement
provisions, despite demand* of conatltu-
lional privilege against self-Incrimination,
by Imposing restrictions on use of Infor-
mation obtained as consequence of com.
pltanco wltb wagering tax requirements,
since restrictions would preclude effec-
tuation of element of congressional pur-
pose and would oblige atate prosecuting
authorities to establish that their evl-
. dance was untainted by any connection

WAGERING Ch. 85

with luformatlon obtained as conaequenca
of wagering taxes. Marchcttl v. U. 8,
Conn.1069, S8 S.Ct. 607, 300 U.S. SO, 10 L.
Ed.2d 880.

Under United 8tatea Supreme Court de-
cision thnt proper assertion of privilege
against aclf-Incrimlnatlon  provides a
complete defen>0 of prosecution for fail-
ure to comply with this chapter Imposing
special occupational tax on wagering and
requiring filing of special tax return and
application for registry-wagering, defend-
ant who moved to dismiss Indictment
charging him with violating this chapter
on ground that this chapter Infringed
upon hla right wunder U.S.C.A.Const.
Amend. 8, against self-IntrimInatloa was
entitled to rever-al of conviction. U. 8,
v. Mciiolasclno, C A.111.1008. 391 F.2d 259.

Where United State* Supreme Court
abruptly reversed two case* which had
precluded defendant from successfully
raising at trial a constitutional defense
to enforcement of occupational tax, re-
viewing court reversed conviction on auch
ground despite failure to raise th« ques-
tion In trial court. Harris v. U. S., CA.
Mo0.1968, 390 F.2d 010.

On sppcal from Judgment of forfeiture
of automobile, currency. Jackpot tickets,
nnd wagering paraphernalia allegedly
used In carrying on business of receiving
wagers for profit and conducting wager-
ing pool or lottery for profit In violation
of Internal revenue Inwa, court of appeals
was required to accept findings of trial
court unless they were clearly erroneous.
One 1961 Lincoln Continental Sedan v. U.
S.. C.A.Minn.1066. 360 F.2d 467.

Reviewing court dots not frown on
trial court's defining auch words or
phrases ns "banker", “"proprietary Inter-
est" or "writer", nnd proper definitions
of those words or phrases may be of as-
sistance to Jury. Evans v. U. S., CA.
Tex.1065. 340 F.2d 053.

Failure to raise objection In trial court
to admission of records on ground of al-
leged Illegality of arrest afforded no ba-
sts for claim of error on appeal. 11, S. T.
Angcltnl. C.A.111.1065, 316 F.2d 278. certlo-
rarl denied M S.Ct, 86, 382 U.S. 838, 13
L.Ed 2d &

Conviction for falling to register, fall-
ing to pay special federal gambling tax,
nnd conspiring to commit those crimes
was afflrmrd by court of appeals where,
after rehearing rn banc, two of Judgra
found that there bad been no error In
permitting government witness to give,
on crosi-examtnatlna, testimony at to de-
fendant'* arrest "for policy” tome fifteen
years earlier and the other two Judges
held that permitting such testimony had
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been error but that auch error did not, tlorarl denied 78 S.Ct. 48, 355 U.8. 531, 3
In circumstances, require reversal. U. 8. 1.Ed.2d 43.
v. Apuixo, C.A.N.V.1057, 215 F.2d 416, cer-

§ 4412s

(a) Requirement,—Each person required to pay a special taxun-
der this subchapter shall register with the official in charge ofthe
internal revenue district—

OCCUPATIONAL TAX

Registration

(1) his name and place of residence;

(2) if he ia liable for tax under subchapter A, each place of
business where the activity which makes him so liable is carried
on, and the name and place of residence of each person who is
engaged in receiving wagers for him or on his behalf; and

(3) if he is engaged in receiving wagers for or on behalf of
any person liable for tax under subchapter A, the name and
place of residence of each such person.

(b) hirm or company.—Where subsection (a) requires the name
and place of residence of a firm op company to be registered, the
names and places of residence of the several persons constituting
the firm or company shall be registered.

(c) Supplemental information.—In accordance with regulations
prescribed by the Secretary, the Secretary may require from time to
time such supplemental information from any person required to
register under this section as may be needful to the enforcement of
this chapter.

Aug. 16, 1954, c. 736, C8A Stat. 527; Oct. 4, 1976, Pub.L. 94-455, Ti-
tle X1X, § 1900(b) (13) (1), 90 Stat. 1835.

Historical Note

193* internal Revenue Code. Similar year. *e aection 3(d)(2) of Pub.L. 03-100,
provlalons to thla section were contained act out aa it note under aection 4411 of
In aection 3201 of the 1030 Internal Revo- thla title,
oue Code.

Legislative History. For m cotnprehcn-

1956 Amendment, Subsec. (c). [I'ub.L. »lvo analysis of thla aection aa contained
04-455 aubatltuted "the Secretary may" In House Report No. 1337, Senate Report
for "he or hit delegate may". No. 1622, and Conference Report No. 2543,

Persons Paying Tax and Kefl.terlnc *«'Oinpanlfd ">e Internal Revenue
Before December 1. 1954. Person regia- C°lle "f »»*. 1*1" «<*. 3127 of tho
trred before Dec. 1. 1074 under tbla .ec- S$'.8'0? 1* Con*' +«nJ Adm Nowa. See.
tlon (aa In effect on July 1, 1074) for the w-,5a- 10'° U.H.Coda Cong,
year ending Juno 30, 1973, not required Adm.Newa. p. 2807,

to rcregtater under thla aection for auch

Cross References
Liability In caae of death or citangt of location, see eectlon 4900 of thla till*.
Penalty for falluro to register, aco lection 7272 of thla title.

Library References

Internal Revenue <5=1085. C.J.S. Internal Rartnue | 811.
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Not# 22

mgents on theory that claimant had usstl
or had Intended to u«o the naina In vio-
lating till* aection nnd aecllon 4111 of
thla title could lie expected to uae any
money In lila establishment to "hank" his
gambling pursuits and thnt currency
selted by ageota from claimant who al-
legedly had used or had intruded to use
the currency In violating this aection nnd
aection 4411 of this tllte Imposing special
lax on business of accepting wager* and
requiring Ramblers to register was not
the proceed* of friendly type beta with
customer*. Id.

Evidence established that defendant
waa guilty of receiving wagers without
paying special gambling tax ns required
by section 4411 of tlda title and of un-
lawful and wilful failure to pay special
gambling tax nud to register ns required
by thla section. 1. S. v. Mnssinno, D.C.
Del.1005, 248 F.Supp. 1.

23. .Suppression of evidence

Under dcclslonnl rule that preindict-
mcent relief should not be granted on mo-
tion to suppress evidence or In Injunction
proceeding, except In extraordinary cir-
cumstances. decisions relating to enforce-
ability of sections 4401. 4411. 4112, 4001,
7203, and 7302 of this title posed pressing
problems of unusual nature, nnd applica-
tion for relief was entertained before In-
dictment. Sllbert v. U. H, D.C.Md.1069.
282 F.Supp. 030.

Evidence selrcd, pursuant to warrants
supported by affidavits based solely on
alleged violation* of sections 4401, 4411.
4412. 4001. 7?"3, nnd 7302 of this title will
be suppressed as to persons from whom
such evidence was seticd, If such persons
have asserted privilege- Id.

Fact that Indictments charging viola-
tions of stale gambling laws were based
on Investigation* federal Treasury agents
had made concerning failure to register
ard pay occupational tax for engaging In
business of accepting wagers did not re-
quire that such evidence be suppressed or
Indlctinrnts dismissed, slni-e ability of
federal government to prosecute based on
federal Investigation was ntd nn element
of violation of slate law based on same
Investigation. I'eo|le v. Calkcblo, 11)09.
304 N.Y.S 2d VW. 02 Ml*c.2d 144

14. Return of evidence

Property and money selxed during
search predicated on affidavit that prop-
erty and money were being used In viola-
tion of thla aecllon were ordered re-
turned, since privilege against self In-
crimination under U.B.C.A.Const. Amend.
0 as. -optrly Invoked. U S. v. One OI-

WAGERING Ch. 35

Ivottl Underwood Elec. Adding Mach., C.
A .Fla.11)7), 443 F.2d 372.

33. Instructions

Instruction In prosecution for violation
of ellls section wherein trial Judge specif-
ically defined In statutory language of-
fenses which were charged ami specifical-
ly excluded other nontnxed gambling op-
erations from those definitions did not
constitute rcrerslble error. U. S. v. Gra-
ham, C.A.Teun.IMO, 303 F.2d 830.

In prosecution for engaging In business
of accepting wager* nnd for wilfully fall-
ing to register nnd pay special occupa-
tional lax, refusal to give requested In-
struction defining classes of gumblcrs In
gambling parlance was not reversible er-
ror, In view of fact thut such terms were
not u*od in (lds sectlon und there was no
evidence timt defendant was member of
one of such classes. U. S. v. Johnson,
C.A.Ohio 1B05, 315 F.2d 45* certiorari de-
nied M) S.Ct. 83. 382 U.S. 830. 15 L.Ed.2d
70, rehearing denied 80 S.Ct. 531, 392 U.S.
1000, 15 L.Ed 2d 400.

20. Injunctions

Where taxpayer did not maintain that
allegedly unlawfully seized materials uti-
lized In assessing unpaid wagering taxes
were the only evidence relied on by the
government und did uot allege that he
was not engaged In gambling, taxpayer,
seeking to enjoin District Director from
using such matcrl-Is In assessing wager-
ing' taxes, hnd not estnbllibcd that the
government could uot clearly prevail on
the merits; thus, action fell within stat-
utory bar against suits to restrain a»-
scssment or collection of any fax, but In
any event, equitable relief was not war-
ranted since lax was divisible and tax-
payer could pay lux on a single transae-
.ton nnd raise search nnd seizure claim
In *ult at law for refund. McDonough v.
Long, It C.Pa.1070,313 F.Supp. 1033.

Where affidavit of taxpayer, who
sought to enjoin assessment against him
for unpaid federal wagering tax liabili-
ties. showed ability to pny and absence
<f any clrcumstancea Indicating that pay-
ment would work any undue hardship on
him. and taxpayer vvn» given written as-
aurami, that no steps would be taken to
rolled pioposfd assessment pending out-
route of tcfund litigation, Injunctive re
lief would not be granted, notwithstand-
ing contentions that tax assessment was
bused on C Idem e obtained In an Illegal
search and atlzure, that to make *n ef-
fective tux protest taxpayer wi tj have
to bring forth record* and make state-
ment* that would tend to Incriminate
hitn. and that assessment would deprive
him of hie property and business without
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due process of law. McAllatcr v. Cohen,
D.C.W.Va.H>70, 308 F.Supp. 017. affirmed
430 F.2d 422.

17. Record

Record failed to sustain claim that
gambling tax return filed cy defendant
was filed aa rcault of durear of govern-
ment agent who advised defendant that
first filing was wunacceptable. U. S. wv.
IVIllox, D.C.La.11)72, 340 F.Supp. 383, af-
firmed 400 K.2d 402.

ZI. Review

Order of district court sustaining claim
of privilege, not on bnal* of facts pecu-
liar to case, but ou basis of conclusion
that U.8.C.A.Conat. Amend. 3 provides de-
fense to any prosecution, under aection
1001 of Title 18 punishing fraudulent
statements made to federal agency, based
on misstatements on wagering registra-
tion forms amounted to bolding that aee-
llou 1001 of Title 18 as applied to such
clast of rases, was constitutionally Inval-
id, ao that direct appeal waa authorized
under section 3731 of Title 18. U. S. v.
Knox, Tex.1000, 00 S.Ct. 303. 380 U.S. 77.
21 L.Ed.2d 275.

Supreme Court, In reviewing conviction
for conspiracy to evaOe payment of fed-
eral occupational tax on wagering and
failure to register and pay such tax,
would not permit continued enforcement
of registration and occupational tax pro-
visions, despite demands of constitutional
privilege against self-IncrimlInatlon, by
Imposing restrictions on use of Informa-
tion obtained as consequence of com-
pliance with wagering tax requirements,
since restrictions would preclude effec-
tuation of element of congressional pur-
pose and would oblige state prosecuting
authorities to establish thnt their evi-
dence was untainted by any connection
with Information obtained as consequence
of wagering taxes. Marchotll v. U. S,
Conn.1049, 88 S.Ct. 097, 3)0 U.S. 39. 10 L.
Ed.vd 880.

Under United Stales Supreme Court de-
cision that proper assertion of privilege

§ 4413.
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against self-IncrimiInatlon provides a
complete defense of prosecution for fall-
tiro to comply with thla chapter Imposing
special occupational tax on wagering and
requiring filing of special lax return and
application for reglatry-wagcring, defend-
ant who moved to dismiss Indictment
charging him with violating this chapter
nn grounil that tlila chapter Infringed
upon Ills right wunder U.S.C.A.Const.
Amend. 0 against self-IncrimlInatlon was
cotitled to revertal of conviction. U. B.
v. Monolnscluo, C.A.111.1008, 301 F.2.1 250.

In resolving Issue of aufflclency of evi-
dence lo sustain conviction, court must
review evidence, and reasonable Infer-
ences which may be drawn therefrom. In
light most favorable to the government.
U. S. v. Angelin). C.A.111.1905. 310 F.2d
278. certiorari denied 80 S.Ct. 80. 382 U.S.
938, 15 L.Ed.2d SO.

Conviction for falling to register, fall-
ing to pay special federal gambling tax,
and conspiring to commit those crime,
was affirmed by court of appeals wl.ere.
after rehearlDg eo banc, two of Judges
found that there had been no error In
permitting government wltnesa to give,
on cross-examination, testimony as to de-
fendant's arrest “for policy” aome fifteen
years earlier and the other two Judges
held that permitting such testimony had
been error but that such error did not In
circumstances, require reversal. U. S. v.
Apuzzo, N.Y.1057, 245 F.2d 416, certiorari
denied 78 S.Ct. 45, 355 U.S. 631, 2 L.Ed.2d
43.

29. Remand

Where court overruled defendant's mo-
tion to suppress wagering tax return on
ground It had not been freely and volun-
tarily signed sad to admit it would vio-
late hla rights under U.S.C.A-Const.
Amend. 3, case would be remanded for
hearing lo determine whether false state-
ment* were made wilfully na required by
section 7200(1) of this title. U. S. v. WII-
loz, C.A.La.1071, 440 F.2d 1321, on remand

310 F.Supp. 383.

Certain provisions made applicable

Sections 4901, 4902. 4904, 4905, and 4906 shall extend to and apply
to the special tax imposed by this subchapter and to the persons
upon whom it is imposed, nnd for that purpose any activity which
makes a person liable for special tax under this subchnpter shall be
considered to be a business or oce"pation referred to in such sec-
tions. No other provision of sections 4901 to 4907, inclusive, shall

ao extend or apply.

Aug. 16,1954, c. 736, 68A Stat. 527.
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Historical Note

IMS Internal Revenue Coilr. Similar
provision* to thla section were contained
In aection 3202 of tho 1030 Internal Rev*,
nuo Code.

Legislative Illatory. For a comprelien-
alve analysis of tbla aection aa contained

In llouao Report No. 1337, Senate Iteport
Nn. 1022, and Conference Report No. 2513,
which accompanied the Internal Revenue
Code of 1954, aee pp. 1408, 8127 of the
1054 U.S.Code Cong, and Adm.News.

ch. 35 MISCELLANEOUS PROVISIONS 26 84421

(i) the wagers are placed,
(ii) the winners are determined, and
(iii) the distribution of prizes or other property is
made, in the presence of all persons placing wagers in
such game, and
(B) any drawing conducted by an organization exempt

from tax under sections 501 and 521, if no part of the net
proceeds derived from such drawing inures to the benefit

§ 4414,

Cross references

For penalties and other general and adm inistrative provi-
sions applicable to this subchapter, see sections 4421 to
4423. inclusive; and subtitle F.

Aug. 16,1954, c. 736, 68A Stat. 527.

Historical Note

1030 Internal Revenue Code. No slml- In House Report No. 1337, Senate Report
Ur provialons were contained In the 1039 No. 1022. and Conference Report No. 2813,
Internal Revenue Code. which accompanied the Internal Revenue
Code of 1984, see pp. 4468, 5127 of the

Legislative lllatory. For a comprelien-
g Y P 1054 U.S.Code Cong, and Adm.Newa.

alve analy 't of thla aection aa contained

SUBCHAPTER C—MISCELLANEOUS PROVISIONS
Sec.

4421. Definitions.

4422. Applicability of federal and state laws.
4423. Inspection of books.

4424. Disclosure of wagering tax information.

Historical Note

1974 Amendment. Pub.L. 03-499, S
3(c)(2), Oct. 29. 1074, 83 Stat. 1551, added
Item 4424.

§ 4421.

For purposes of this chapter—
(1) Wager.—The term "wager” means—

(A) any wager with respect to a sports event or a con-
test placed with a person engaged in the business of ac-
cepting such wagers.

(B) any wager placed in a wagering pool with respect to
a sports event or a contest, if such pool is conducted for
profit, and

(C) any wager placed in a lottery conducted for profit.

Definitions

(2) Lottery.—The term “lottery" includes the numbers game,
policy, and similar types of wagering. The term does not in-
- elude—
(A) uny game of a type in which usually
216

of any private shareholder or individual.

Aug 16,1954, c. 736, 68A Stat. 528.

Historical Note

1939 Internal Revenue Code. Similar
provisions to thla section were contained
In section 3285(h) of the 1939 Internal
Revenue Code.

Letlalatlve Illatory. For a comprehen-
sive analysis of thla section os contained
In House Report No. 1337, Senate Report
No. 1022, and Con'erence Report No. 2543,

which accompanied the Internal Revenue
Code of 1951, aee pp. 4468, 8127 of the
1954 U.S.C ’e Cong, and Adm.News.

Federal Tax Regulations. For adminis-
trative rcgulattona under the Internal
Revenue Code, see U.S.Code Cong, and
Adm.Newa. ¢

Library References

Internal Revenue C=>10S5, 1133.

CJ.S. Internal Revenue || 811, 828.

Notes Of Decisions

Conducted for profit 6
Constitutionality 1
Conitructton t
Exemptions 8

Purpose 3

Roles and regulations 4
Wager 0

. Constitutionality

Section 32S5 et seq. (I.R.C.1939) waa not
unconstitutional because of asaertcd
vagueness in defining the subject of (he
tax. U. 8. v. Kahrlgcr, Pa.1053, 73 S.Ct.
310, 345 US. 22. 97 L.Ed. 751. rehearing
denied 73 S.Ct. 778, 345 U.S. 931, 97 L.Ed.
1300.

I. Construction

Quoted phrase. In this section defining
tushie wager ts Including wager placed
In wagering pool with respect to sports
event or contest If auch pool was '‘con-
ducted for profit", was not ao clear and
aoamblguous as to be closed to construe*
tlon, sod revenue purposes of this section
would be best served by construing It
broadly. U. 8. v. D. I. Operating Co., C.
A.Ner.llxwW, 302 F.2d 305, certiorari denied
*7 8 Cl. 742, 388 U.8. 1024. 17 L.Ed.2U 073.

3. Purpose

It waa legislative Inteut to make “"com-
mercialised gambling” help meet need for
Increased revenue, and whatever ancillary
regulatory effect wagering fax might
have had, It waa Intended as revenue
measure. U. S. v. D. |I. Operating Co.,
C.A.Nev.1960, 302 F.2d 305, certiorari de-
nied 87 S.Cl, 742. 385 U.8. 1024, 17 L.Ed.
2d 673.

4. Rules and regulations

In action wherein taxpayer, who oper-
ated mechanical wagering device, and
who paid small part of Commissioner's
assessment, sought refund and govern-
ment Intervened and cross-claimed for re-
mainder of deficiency, admission of pri-
vate revenue ruling, which waa not ad-
dressed to taxpayer, and In which It was
concluded that device In question, If op-
erated In specified manner, would fall
within statutory exclusion from defUl-
tlon of a taxable lottery, It error, was
harmless, In view of fact thst section of
ruling was set out verbatim In amended
complaint, that all ruling did waa de-
scribe operations which had to lake place
to come within exemptions and that gov-
ernment, In objecting to let-er at trial,
violated stipulation aa to admlaalblllty.
Thrash v. O'Donnell, CA.Ala.1971. 448 F.
2d 886.
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applied to defendant against whom de-
(eatlon warrant waa lsaued by Justice of
the jieace after preliminary trial wherein
only evidence was possession of (ho

§ 4423.
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atamp, u. "institutional aa depriving of
liberty without 'oe process anddenying
equal protection. lu.

Inspection of books

Notwithstanding section 7605(b), the books of account of any per-
son liable for tax under this chapter may be examined and inspected
as frequently as may be needful to the enforcement of this chapter.

Aug. 16,1954, c. 736, 68A Stat. 528.

Historical Note

1039 Internal Revenue Code. Similar
provisions to thla section were contained
In section 329S ot the 1938 Internal Reve-
nue Code.

Legislative History, For a comprehen-
slve analysis ot this section as contained

In House Report No, 1337, Senate Report
No. 1022, and Conference Report No. 3513,
which accompanied the Internal Revenue
C»<le of 1951. aee pp. 4109, 5127 of the

1£* “ US Code Con*' BDIL~ “ News.

Library References

Internal Revenue C=1453.

C.J.S. Internal Revenue | 672.

Notes of Decisions

1 Prerequisite to Inspection

llefore provisions of this section thnt
books ot account of any person liable for
wagering tax may be examined and In-
spected as frequently aa may be needful

s 4424.

for enforcement of the tax can be ap-
plied, It must be shown that such person
Is liable for the tax Imposed. Lassoff v.
Cray, D.C.Ky.1902, 207 F.Supp. IM3.

Disclosure of wagering tax information

(a) General rule.—Except as otherwise provided in this section,
neither the Secretary nor any other officer or employee of the Trea-
sury Department may divulge or make known in any manner what-

ever to any person—

(1) any original, copy, or abstract of any return, payment, or
registration made pursuant to this chapter,

(2) any record required for making any such return, pay-
ment, or registration, which the Secretary is permitted by the

taxpayer to examine or which
7602, or

is produced pursuant to section

(3) any information come at by the exploitation of any such
return, payment, registration, or record.

(b) Permissible disclosure— A disclosure otherwise prohibited by

subsection (a) may be made in connection with the administration
or civil or criminal enforcement of any tax imposed by this title.
However, any document or information so disclosed may not be—

(1) divulged or made known in any manner whatever by any
officer or employee of the United States to any person except in
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connection with the administration or civil or criminal enforce-

ment of this title, nor

(2) used, directly or indirectly, in any criminal prosecution
for any offense occurring before the date of enactment of this

section.
(c) Use of documents possessed

by taxpayer.—Except in connec-

tion with the administration or civil or criminal enforcement of any

tax imposed by this title—

(1) any stamp denoting payment of the special tax under this

chapter,

(2) any original, copy, or abstract possessed by a taxpayer of

any return,
pursuant to this chapter, and

payment, or registration made by such taxpayer

(3) nny information come at by the exploitation of any auch

document,

shall not be used against such taxpayer in any criminal proceeding.

(d) Inspection by Committees of Congress.—Section 6103(f) shall
apply with respect to any return, payment, or registration made pur-

suant to this chapter.

Added Pub.L. 93-499, 8 3(c)(1), Oct. 29, 1974, 88 S.at. 1550, and

amended Pub.L.

94-455, Title XII,

§ 1202(h)(6), Title XIX, §

19Q6(b)(13)(A), Oct. 4,1976, 90 Stat. 1688,1834.

Historical Note

1919 Amendment. Subscc. (a). Pub.L.
94-455. | 1900(b)(13)(A), struck out "or
Mi delegate” following "Secretary" wher-
ever appearing.

Subsec. (d). Pub.L.
1292(b)(6), substituted
“4193(d)".

Effective Date. Section effective Dec. 1.
1974, and applicable only wltb respect to

94-455, |
"6103(f)" for

wagers placed on or alter such date, see
section 3(d)(1) of Pub.L. 93-499, set out
as a note under section 4401 of thla title.

Legislative History. For legislative
history and purpose ot Pub.L. 93-499, see
1974 U.S.Code Cong, and Adm.News, p.

Library References

Internal Revcnuo C=145I.

Notes of

t. ComtltutlonaUty

Provisions of thl* section which estab-
Uih general prohibition of disclosure by
Treasury Department of wagering lax In-
formation and which prohibit use In any
crimlual proceeding other than In conncc-
tlon with enforcement of tax code of wa-
String tax documenta In possession of
taxpayer are adequate to prevent “"sub-
itsntlal and real haxard of Incrimination”
In connection with disclosure of Informs-
tlon required by this chapter and thua
this chapter did not compel disclosure by

6228. See, also, Pub.L. 94-455, 1976 U.S.
Cod# Con*- ‘D »m S8W-

C.J.S. Internal Revenua | 672
Decisions

defendants, who were charged with vlo-
lating thla chapter, ot Incriminating In-
formation In violation of their U.S.C.A.
Conit. Amend. 5 privilege against aelf-In-
crimination. U. 8. r. O'Brien, D.C.Conn.
1976, 420 F.Supp. 831, affirmed 555 F.2d
136.

Since a defendant may not validly
claim hla U.S.C.A,Const. Amend. 5 prlvi-
lego by falling to file and pay wagering
taxes, which themselves are not conatltu-
tlontlly prohibited, ha baa no “free
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SUMMARY OF PARI-MUTUEL TAXES FROM 1933 - 1986

Licemei and
Racing Pari-Mutuel Registration
Seaioa Tax Collected Fees
Governor Booth Gardner

and $ 73,805.76 $ 6,554.00
Members of the Legislature 149,059.90 6,542.00
State of Washington 155,322.60 8,236.00
165,979.45 10,670.00

. 155,190.05 10,871.00
Ladies and Gentlemen: 175,419.75 8,093.00
184,542.45 9,207.00

Pursuant &< the provisions of the Washington Horse Racing Act, House Bill 178,392.75 9,022.00
No. 59, Legisla Jre of the State of Washington, the same being Chapter 55, of the 196,256.60 8,748.00
Laws of 1933 as amended (RCW 67.16.010-67.16.900), the Washington Horse 227,894.40 6,312.00
Racing Commission herewith submits its thirtieth repcrt for the period begin- No Racing No Racing
R L . 458,635.45 9,178.00
ning January 1, 1986, to and including December 31, 1986. 730.622.45 10,608.00
885,568.10 11,903.00

Respectfully submitted, 700,340.40 10,931.00

678,581.00 11,633.00

WASHINGTON HORSE RACING 608,128.25 11,364.00

COMMISSION 587,647.95 11,374.00

Barbara Black, Chairperson 679,887.20 11,927.00

Warren Chinn, Commissioner 776,831.20 12,429.00

Lyle Smith, Commissioner ggiggi-gg ﬁvggg-gg

Will Bachofner, Executive Secretary 873.042.60 11.629.00

967,555.35 12,414.00

1,050,354.05 12.9G0.00

1,056,130.30 13,314.00

1,166,198.05 13,667.00

1,175,570.05 14,099.00

1,325,027.65 17,001.00

1,354,425.10 16,529.00

1,367,403.15 16,653.00

1,490,287.75 17,024.00

1,579,193.60 18,651.00

1,735,117.35 20,808.00

1,892,697.65 20,075.00

2,147,178.00 21,830.00

2,346,364.52 21,225.00

2,568,801.16 24,322.00

2,943,937.42 27,294.00

3,264,267.45 29,614.00

3.868,486.71 32,025.00

4,302,006.50 31,451.00

4,950,644.60 33,714.00

5,536,718.55 37,106.00

5,913,214.27 39,892.00

6,522,080.81 39,924.00

7,273,352.11 42,246.00

7,817,741.11 52,883.00

9,464,688.53 57,389.00

9,671,268.28 199,282.00

9,782,813.93 245,206.00

9.907,541.32 251,910.00

8,981,259.25 '45,402.00

9,271,683.59 jQ6.294.00

$143,074,852.86 $2,352,562.00
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RACING DATES - 1980

LONGACRES AT RENTON April 2 through November 3.
PLAYFAIR AT SPOKANE April 30 through October 20.

YAKIMA MEADOWS AT March 1 through June 29.
YAKIMA August 16 through November
30.

SUN DOWNS AT March 1 through March 30.

KENNEWICK April 5 through May 4.
June 13 through June 29.
September 27 through October
26.
SOUTHEASTERN May 10 & 11

WASHINGTON FAIR August 29, 30, 31 & September 1

AT WALLA WALLA

DAYS OF REAL SPORT
AT WAITSRURG

DAYTON DAYS AT

May 17 & 18.

May 24, 25 and 26.

DAYTON
GRAYS HARBOR PARK July 19, 20, 21, 22, 26, 27, 28
AT ELMA & 29.

PARI-MUTUEL TAXES - 1986

LONGACRES-LONGACRES RACE COURSE,INC
PLAYFAIR-APPLEWAY LEASING, INC...iiiiiiiiin
YAKIMA MEADOWS-APPLE TPGE RACINGASSN
SUN DOWNS-BENTON FRANK .N

FAIR AND RODEO ...
WALLA WALLA-SOUTHEASTERN WASHINGTON FAIR

& FRONTIER DAYS ... .
WAILTSBURG-DAYS OF REAL SPORT..
DAYTON-DAYTON DAYS, INC ..o
ELMA-GRAYS HARBOR PARK ...,

REGISTRATION AND LICENSES

ProSpeCtiVe O W N TS ittt s sesene s

Owners

T E RN BT S ottt
J O C K B Y S ittt bttt ne ettt en
Occupationals (0N YEAI) .coiiierirrri e

Occupational (three years)...

Veterinarians, PlaterS. ...t
AULNOTIZEA A GENTS it
JOCKEYS A GEBNTES iiiiiiieieeiriete ettt sttt e en et neens

Stable Names

DU o o= U (-

146 racing days
101 racing days
43 racing days

35 racing days
10 racing days
10 racing days
9 racing days
10 racing days
2 racing days
4 racing days
2 racing days
3 racing days

8 racing days

$8,442,284.64
582,175.75
198,998.44

35,130.25
4,978.01
1,172.76
1,477.11
5,466.63

$9,271,683.59

1986

........... 60

5,765

............ 985
............ 197
........... 1,926

1,593

........... 103
............ 383
........... 50

560

........... 9

11611

Washington Horse Racing Commission 5

LICENSES

The Washington State Legislature amended the horse racing oct to enable the
Commission to extend the term of the licenses issued up to three years.

Prior to the beginning of the 1986 racing season the Commission amended
and/or adopted rules pertaining to the duration of licenses by class.

Thiee year licenses are issued to the following classes: Owner, Trainer, Jockey,
Stable Name, Jockey Agent, Veterinarians, Dentists, Pinters and Occupational
except Grooms, Concessions and Volunteers.

One year licenses are issued to: Prospective Owners, Authorized Agents, Vol-
unteers, Grooms and Concessions.

WASHINGTON BRED BONUS FUND

The Washington State Legislature amended the horse racing act to provide a
Washington bred bonus fund (RCW 67.16.102) in 1969. This act provided an
incentive to Washington horse breeders to produce superior horses allowing them
to participate in bonus payments. Owners of Washington bred horses finishing
first, second, third or fourth at Washington tracks receive bonus payments over
and above the purse monies distributed by the racing association.

The bonus fund authorizes the Washington Horse Racing Commission, to
receive daily, from the licensee, one percent of the gross receipts of all pari-
mutuel machines which sum is distributed uccording to the following formula:

The bonus will increase the amount each Washington-
bred earns finishing first, second, third or fourth at the
meet on or after August 11, 1969, by the same percentage
which the total amount accumulated by the one-percent
withheld bears to the total amount earned at the meet by
Washington-bred horses finishing first, second, third and
fourth. In stake races, only added monies will be considered
in computing the bonus.

Pursuant to RCW 67.16.102, licensees are not to take
into consideration the benefits derived from the Washing-
ton-bred bonus fund in establishing purses.

The bonus fund accumulation at each racing association meeting is deposited
by the Washington Horse Racing Commission and at the conclusion of the re-
spective race meeting the funds are distributed to the eligible recipients by the
Racing Commission. Race meets which arc nonprofit in nature, or of ten days or
less or which have an average daily handle of less than one hundred twenty
thousand dollars are exempted from withholding the one percent of gross re-
ceipts for this bonus fund.

Under RCW 67.16.102 the funds, while they are in the custody of the Racing
Commission, are invested in interest bearing certificates of deposit and the inter-
est earned is distributed annually on an equal basis to race courses at which
independent race meets are held which are nonprofit and of ten days or less. This
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money must be used for maintaining and upgrading the respective race courses
and equine storage areas of said nonprofit meets.

The fund benefits the breeding industry and the public. It serves to produce
higher quality horses and therefore better racing. It also allows the nonprofit
meets to upgrade their facilities.

RCW 67.16.102 provides further that interest earned from the Commission’
share of pari-mutuel taxes and license fees, as provided for in RCW 67.16.100,
shall also be distributed annually to race courses ut which nonprofit race meets of
ten days or less are held.

WASHINGTON BRED BONUS FUND - 1986

Total Amount

Puraea Paid Total
Ownera of Number Amount
WaahlnKton of 1% W.U. Percentage
Ured lloraea Recipient! lionua fund Factor
1,.nj(4(Tt» 1t.Kr ( njr.e. I,ml/icrc» — 17,479,41SUO 964 it.654,370.49 22.1189824'
649 246,489.08 161914513"
Applr Trre Haring Awn.
Yakima M«ad.m\ Spring 329,87482 463 60.500 33 18 3405420"
Yakima Meadow, Kail..... 24147.100 __ 390 42.60846 176525377"
J9.573.00.168 2.446 <2.003.96886

Interest Earned and Paid to Race

Courses under R.C.W. 67.16.102 Total Total
1985 1986
Dayton Days, Daytor.......nn $ 17,740.03 $ 10,940.51
Gray* Harbor Park, EIma. 17,740.02 10,940.52
Sun Downs, Kennewick .......ccvevviennnne -0 — 10,940.51
Days of Real Sport Inc., Waitsburg ... 17,740.02 10,940.52
Southeastern Washington Fair &
Frontier Days, Walla Walla.................. 17,74102 10,940.51
Fair Meadows/Southwest
Washington Fair, Chehalis................... 17,740.02 —0—
$ 88,700.11 $ 54,702.57

Washington Horse Racing Comn :ssion 7

COMMISSION MEETINGS

The Washington Horse Racing Commission held 17 formal meetings to con-
duct Commission business. The meetings were held on January 10, January 22,
February 5, February 19, February 28, April 1, April 11, May 9, June 3,June 20,
July 10, August 8, August 20, August 29, September 5, November 18 and Decem-
ber 15, 1986. Proceedings of Commission meetings are tope recorded, tran-
scribed, and recorded as permanent records of the Commission.

WASHINGTON LAWS CONCERNING HORSE RACING

Substitute Senate Bill Number 3342, Chapter 146, Washing! m Laws of 1985,
passed by the Senate April 16, 1985, passed by the House April 11, 1985, Ap-
proved by the Governor April 25, 1985 and filed in Office of Secretary of State
April 25,1985 authorized major changes to the racing laws of the state of Wash-
ington. Specifically changes were mude to RCW 67.16.010, 67.16.020, 67.16.050,
67.16.060, 67.16.090, 67.16.100, 67.16.105, 67.16.130, 67.1C.170, 67.16.175,
67.16.180, and 67.16.190 and adding a new section 67.16.075.

COMPARISON OF TOTAL HANDLE (Dollars Wagered) for RACING
YEARS 1985 and 1986, BY TRACK

TRACKS 1985 1986
Longacres-Longacres Race Course, Inc. $158,034,744.00 $165,437,049.00
Playfair-Appleway Leasing, Inc.......... 27.322.422.00 21.648.908.00
Yakima Mendows-Apple Tree

RACING ASSN..cciiiiicrrcc e 12.302.326.00 10.310.932.00
Sun Downs-Benton Franklin

Fair and ROdE0....ccccceeveeciiriee e 1,590,679.00 1,781,380.00
Walla Walla-Southeastern Wa”hinfton

Fair and Frontier DayS....ccocvvvivrrrnnn 321.232.00 301.362.00
Waitsburg-Days of Real Sport.. 72,130.00 73.302.00
Dayton-Dayton Days, Inc............. 104.638.00 95.372.00
Elma-Grays Harbor Park........... 364.630.00 369.888.00
Chehalis-Southwest Washington Fair .. 110.032.00

TOTAL oo $20* ,00 $203,018,193.00
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; CASH DISBURSEMENTS
QthSSgIU 2 g%gggggg |858§|858 January 1, 1986 through December 31, 1986
%_hg a23- »  toVra 5 sI” Salaries nnd Wages
State Personnel Board Classified.......ccocoiieiiiieiiiieneceecee $ 78,649.56
EXEMPL s 776,397.10
Special (COMMISSIONErS)...c.civiiiiiiiiicrr s 30.200.00
3823?.Sfi 3 388 88 TErMINAL LBAVE ...ttt 3,331.19
s |8sSSila Personnel Services Contracts
52 f 2 S A UG TEING ittt 59,955.i2
o Legal Services 9.449.00
Goods and Services
Supplies and MaterialS.......ccoovvinniiiiic 11,786.47
Q§§§§1S_§»§3 §§?§, gg COMMUNICALIONS ..o 19,999.95
-_9'?? - Rentals and Leases . 16,177.16
S-- Repairs/Altcrations/MaintenanCe........cocoeerieererereineieieiie e eeeesessseeseens 663.99
st2:1 Printing and Reproduction. ... 4,144.23
Dues/Fees/Memberships/Education and Training . 6,09-1.43
. SUBSCIIPLIONS...cvviiiiiiii e 249.00
ordtoin fie s8s Facilities and SErVICES .ocoirvvviininsesssssssssssssssssssssssssnns 600.00
FJ 3 g% Data Processing ............. . 9,132.10
—N ra i m ) Attorney General 87,373.72
'358- 8 PErsoNNel SErVICES ..ottt 501.74
“ 1) 3 Insurance . 46.99
PUrchased ServiCes........iii s 701,539.62
AUt SEIVICES .o s 18,451.75
Rild oo 88388838 38338383338 8.8838 Administration Hearings Services 1.122.00
80835?.55 m itf]f\/l z li* sfIKD? Archives and Records Management 840.00
Bighg s >t 0ty <@ r-IF B a" Other GO0dS aNd SEIVICES..iiiriririnsissiiessssesesssessesssssssesssesssenss 27.104 37
Travel
In State
Subsistence and LOAging ... 22,387.28
Air Transportation................. . 3,841.00
Private Automobile M ilage ..o 17,457.74
Other Transportation........... 341.18
All O TNET i 233.22
Out of State
Subsistence and Lodging ... ',998.68
Air Transportation... ... ..922.50
Other Transportation. 775.32
Al Ot BT e 16.50
Equipment
Equipment—Non-Invcntoriable/Non-capitalized........ccocooooiiiiiinens 270.16
Equipment-Inventoriable/Non-capitalized........ 1,158.48
Equipment-Capitalized ... 37,816.53
Employee Benefits
OLAS L 63,386.28
Retirement and PensioNnsS......ccoiiiicsccece s 59,166.64
Medical Aid and Industrial INSUTaNCe......cccooviceiiicccce 10,280.83
Health, Life and Disability Insurance.... . 47,094.00
Unemployment Compensation ... 27,470.33
Total DiShUISEMENTS ..o $2,160,426 16
Cash on Hand in Bank December 1, 1986 .......cccccoviimmiiimiicinicicnccnnnas 53,758.38

EXCESS MONIES INVESIEU....ciiiiiiiciicieciet e 250,000.00
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Presented by: Silvers
Introduced: -03/7/03/787
Drafted by: G.L.S.

MATANUSKA-SUSITNA BOROUGH
Resolution Serial No. 87-c-V?

A RESOLUTION OF THE MATANUSKA-SUSITNA BOROUGH SUPPORTING
HOUSE BILL 32 AND SENATE BILL 63.

WHEREAS, the Alaska State Legislature has pending
before it House Bill 32 and Senate Bill 63 that would
authorize state controlled parimutuel betting on horse and
dog racing where approved at a local option election, and

WHEREAS, the voters in the cities of Palmer and Wasilla
have previously approved in an advisory vote the conduct of
certain parimutuel wagering within their boundaries, and

WHEREAS, parimutuel wagering would <create a direct
source of revenue for the state and thereby reduce the need
for new or increased state tax”s, and

WHEREAS, authorization of parimutuel wagering would
make possible a new, non-polluting industry in Alaska, and

WHEREAS, horse and dog racing in the borough would
create a demand for feed, pasture and other agricultural
products and services related to animal husbandry that are
readily available in the borough, and

WHEREAS, horse and dog racing in the borough would be a
tourist attraction for Alaska, bringing visitors from other
states as *ell as other areas of Alaska, and

WHEREAS, horse and dog racing 1in the borough would
generate additional use of the Alaska Railroad, and

WHEREAS, construction and operation of a race track and
associated facilities and concessions in the borough would
provide new employment opportunity for Alaskans;

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE
MATANUSKA-SUSITNA BOROUGH:

1. That the Assembly supports the concept of
controlled parimutuel wagering on horse and dog racing when
locally approved and as generally set out in House Bill 32
and Senate Bill 63 and strongly urges the legislature to
adopt legislation authorizing parimutuel wagering on such

racing.

state

87-Db 1 Res. 37-437-



2. That copies of this resolution be sent to The
Honorable Steye Cowper, Governor of the State of Alaska, and
to each member of the Alaska Legislature.

PASSED AND APPROVED by the Assembly of the Matanuska-
Susitna Borough this w/#> day of /71/irrh , 1987.

Dorothy A. Jon”s, Mayor

ATTEST:

Chris Seagr”™Ves, Clerk

(SEAL)

87-b 2 Res. 87'C32



CITY OF PALMER, ALASKA

ORDINANCE NO. 321

AN ORDINANCE CREATING A NEW CHAPTER 3.32 OF TITLE 3 OF THE PALMER MUNICIPAL
CODE ENTITLED PARI-MUTUEL WAGERING ON CERTAIN HORSE RACES.

THE CITY OF PALMER", ALASKA, ORDAINS:

Section 1. Classification. This ordinance shall be of a permanent
nature and shall become a part of the City of Palmer Code of Ordinances.
Section 2. Severability. If any provisions of this ordinance, or any

application thereof to any person or circumstance is held invalid, the remainder
of this ordinance and the application to other persons or circumstances
shall not be affected thereby.

Section 3. Chapter 3.32-Pari-Mutuel Wagering of Title 3 of the Palmer
Municipal Code 1is hereby created as follows:

3.32.010 General. Pari-mutuel betting on horse racing may be permitted
under this chapter to the extent not prohibited by Alaska State Statutes.

3.32.020 Sales Tax Applicability. A two (2) percent sales tax shall be
charged on all gate admissions, concessions and gross monies deposited in
the pari-mutuel system, to the extent not prohibited by Alaska State Statutes.

Section 4. Publication and Effective Date. This ordinance shall become
effective immediately upon its adoption and publication shall be by posting
a copy hereof on the City Hall bulletin board fora period of ten (10) days
following its adoption, and it shall be publishedby being printed and included
in the Palmer Municipal Code at its next regular supplementation and printing.
A notice of public hearing shall be given by such posting at least five
(5) days before final passage.

First Reading: August 1, 1985

Public Hearing &
Second Reading: August 13, 1985

Adopted by the City Council of the City of Palmer, Alaska, this
13th day of August, 1985.

DAVID L. SOULAK, CITY CLERK
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17 February 1987

House of Representatives
State Affairs Committee
Juneau, Alaska

Dear Committee Members: 'v

| am a 30 years resident of this area, General Manager of

Alaska Stato Fair, Inc. and have the honor of serving on the

Palmer City Council. My family has been heavily involved in

Agriculture for over 25 years and | think | have an excellent

rasp on this area vith regard to econom?/, leisure time fac-
0

ilities, quality of life and agricultural outlook.

As an individual, | do not think that the annual dividend is
a good idea, | am in favor of personal income tax and | favor
state sales tax as well. While | realize that even these
avenues of income will not cover all state expenditures,

| feel they would be a beginning. | also feel that the legal-

ization of Pari-Mutuel waggr_ing as described in HB32 would be
arr]] exge”ent source of additional income to assist in the
shortfall.

Gambling is going on in our state now and has been for many
years. At this time the state has no control over it nor does
the state derive any income with respect to it.

I feel that R832 Pari-Mutuel Wagerin% "on a local option basis"
is the best such bill to have ever been presented to the legis-

lature.

Ihe people of Alaska must have a hand in detoimining their own
destiny and this could very well be the first step.

If I can be of assistance to you in any way, please don't hes-
vote of "do pass”

Marsha M Melton
General Manager

2073 Glenn Highwa J
Glam Highway PaImar.XItn u|%9vg4y3 (907) 743-4627
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Mat-Su says OK to legal gambling

By Margaret llalght
UniM Vullry Hurfnu

WASILLA — Reactions were
mixed In other parts of lhe state,
hut Matanuska-Susitna Borough
participants in a teleconference
Wednesday were solidly behind
profiosals to legalize gambling in
Alaska.

The teleconference was the
first public hearing on two mea-
su es whirh would loosen the
state’s prohibition on gambling.
A piece of legislation which
would allow parimutuel betting
on horse or sled dog racing in the
Mat-Su Borough received unani-
mous support from teleconfer-
ence participants here.

Horse racing would encourage
a flagging agriculture industry in
the Mat-Su region, said Rep. Ron
Larson D-Pnlmer. sponsor of the

bill. With a small race track in
the Valley, prime farmland could
be used to raise stock and feed,
Larson said. The associated tour-
ism and boost to the construction
industry would help alleviate the
Valley’s 15.2 percent unemploy-
ment rale, Larson said.

A second measure currently
under review by the House State
Affairs Committee, would allow
gambling in communities that
can demonstrate an historical
precedent. Municipalities which
depend on tourist dollars and
which had a substantial history
of gambling during the gold rush
era of 1890 to 1910 could permit
local games of chance under a
measure sponsored by Rep.
Rrbin Taylor, R-Wrangell.

Both bills would require mu-
nicipalities to put the issue to a

vote before sanctioning gambling
operations.

"Alaska was settled by gam -
blers," said Mike Graf of Fair-
banks, speaking in favor of the
bill. “It’s probably fair to say
that it’s part of the Alaskan char-
actertogamble."”

But the Rev. Don Hicks from
Skagway said historical
precedent nnd economic need
may not outweigh the social evils
of alcohol and crime often as-
sociated with gambling. "I
wonder, are we making the same
mistake as the proverbial drown-
ing man who grasped for the
straw ?" he asked.

Sally Smith, director of the
state Division of Public Services
under the Revenue Department,
told the committee she was con-
cerned about the “broad brush"

Valley officials may contract out
unprofitable sewage operations

By Mnrgnrel llalght
TImci Vullry Rurrru

PALMER — Matanuska-Susitna Borough offi-
cials say they are considering contracting opera-
tions of an unprofitable 51.4 million septage treat-
ment facility to the private sector.

Ilhe Houston Septage Facility has been a thorn
in the side of the assembly since nearly the day it
began operating in May 1981 The facility, con-
; ructed witli a state grant, was to generate enough
in user fees to pay its annual 5112.000 operating ex-
penses. But Valley septage haulers have chosen to

- »e« nt-mi nnd dump in Anrhornge, leaving

gallon, hoping to woo the Valley haulers back. But
Tuesday, Helen Munoz, owner of A-l, said she will
hold out for 1.5cents.

At that rate, borough taxpayers can expect to
subsidize the treatment facility through non-area-
wide taxes, said Dave McClelland, chief of road
maintenance and plant supervisor mr the borough.

The Municipality of Anchorage has banned Val-
ley pumpers from using Its sewer system, but an
unmanned dump site *.it Turpin provides ensy,
cheap access. A permit to dump in Anchorage
co"”917 a year for a 1,000-gallon tnick. In the
pn jme Valley haulers have not bothered with
«tin rvrmIt.

>f»i>n nllrl.

approach of both bills. Uithout
more detail, Ihe stnte could be
asking for problems by legillzing
gambling, Smith said.

Minimum qualifications for
game operators and a system for
reporting proceeds need to be ad-
dressed, among other considera
tions, she said. Millions of dollars
are skimmed off proceeds from
legal charity gaming Decause
regulations are too loose, Smith
said.

The teleconference hearing
before the committee is sched-
uled to continue Friday at 3 p.m.
Both bills are in the early stages
of consideration by th? House.
Each bi.i will be heard by several
other committees befoie return-
ing to the House floor for a vote.

Greene to become
Kotzebue mayor

KOT7EBUE (AH) - Chuck
Gree»\. of Kotzebue was the
overwhelming choice ns North-
west Arctic Borough voters
chose among five candidates to
replace resigning Mayor John
Schaeffer.

Greene, who luis worked the
last four years as ass slant to the
governor for the N/.NA region,
received fiG2 votes h Tuesday’s
special election. Tha gave him a
commanding 294-vote lead over
his closest rival, Frank Stein.

Stein  received 3G8 votes,
Tommy Fields received 185,
Steve Lie receive* nnd O.J.

Hasnc: mcel-ed5l1.

.. M i yrnrns
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PARIMUTUEL WAGERING

FACT SHEET

"Pari-mutuel™ 1is a French terra freely translated as
"betting among ourselves.” This system of betting was
devised in the late ISth century as an alternative to the
on-course bookmaking which vas then the common form of
betting on horse races. Instead of placing a bet with the
bookmaker at his odds, parimutuel bettors buy tickets on
individual entries in a race and contribute their bets to a
pool which is distributed to holders of winning tickets,
after the track takes out a percentage. Unlike the
bookmaker, the track has no interest in which horses win or
lose. The odds are determined not by the bookmaker but by
the number of winning tickets on each race, and the payoff
is decided after the race instead of before.

People wager into a common pool, held by an impartial third
party, then after the race, the money is repaid to the
winning ticket holders. The 1impartial party (Race Track),
deducts a percentage of the total amount wagered (Gross

Handle) for providing the service and the facilities. The
percentage deducted (Take Out) is a percentage of the Gross
Handle.

The most significant figure in the racing industry 1is the
retained percentage of the gross pool, or the Take Out.
The Take Out is what pays the bills, provides revenue 1in
the form of: (1) State and/or municipal tax ; (2) The race
track®s primary source of income? and (3) The Purses for
Horsemen.
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SECTIONAL ANALYSIS OF CSHB 32 (Finance)

"An Act establishing the Alaska Racing Commission and
authorizing parimutuel wagering at sanctioned events."”

Section 1

AS 05.40.010 Adds a new chapter to Title 5 entitled,
"Horse Racing and Team Dog Racing".

Establishes an Alaska Racing Commission in the Dept, of
Revenue, composed of five members who are appointed by the
governor. (Note: the bill originally provided for
legislative confirmation of the appointments, but it was
deleted by the House State Affairs Committee.)

The composition of the commission is as Tfollows:

- one member must have experience 1in the
regulation, supervision, or conduct of
parimutuel wagering, horse or dog team racing;

- one member must have experience in law
enforcement;

- one member must have accounting or book—
keeping experience and;

- two members are public members.

Provides that individuals be residents of the State at the
time of their appointment, and cannot have been convicted
of a felony or a gambling offense defined in AS 11.66.200
-280 or a comparable provision of the law of another state.

Requires the Dept, of Public Safety to conduct an
investigation to ascertain whether a person appointed to
the commission by the governor, has been convicted of a
felony or a violation of the parimutuel law, a gambling
offense, or a comparable provision of municipal, state or
federal law.



Enables the commission to elect a chairman, and requires a
quorum of three members to transact business.

Section 05.40.020

Section 05.40.030

Section 05.40.040

Section

05.40.050

Provides for a four year, staggered
term of office.

Establishes procedures for the removal
and suspension of commission members.

Provides for the compensation and per
diem of commission members. Members
are eligible for per diem, travel
expenses and are entitled to comp—
ensation of $100 per day for each day
the member 1is engaged in the actual
performance of duties as a race meet
observer.

Sets out the duties and powers of the
commission, in consultation with the
Attorney General. Provides for the
adoption of regulations concerning
license renewal, and the immediate
suspension of the license of a person
during an 1investigation of a violation
of the racing law or a regulation.

Enables the commission to set license
and special permit fees; and requires
the commission to make an annual report
to the Legislature and the Commissioner
of Revenue prior to April 15th of each
year.

Allows the commission to hire staff,
issue subpoena compel witnesses
to appear before them, and appoint
hearing officers.

Allows the commission by regulation, to
impose an additional surcharge for a
race meet not to exceed $1.00.
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Section

Section

Section
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060
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05.40.120

epl —

The attorney general shall enforce the
regulations of the commission.

Provides that all records of the
commission are public records and are
subject to public inspection.

Fees and other money received by the
commission shall be paid into the
general fund.

Provides that a race meet operator”"s
license is valid for three years unless
it is revoked or suspended. A license
cannot be issued until an investigation
by the Dept, of Public Safety is
completed.

A race meet operator has the exclusive
right to operate or contract for the
operation of concessions at the site of
the race meet.

Requires special permits for indi—

viduals employed during a race

meet.

The special permit is valid for one

year and may not be 1issued until an

investigation by the Dept, of Public
Safety 1is completed.

Provides that the commission may not
sanction a race within a municipality
unless a majority of voters has
approved a referendum authorizing
parimutuel wagering; and until the
municipality approves the 1issuance or
renewal of a race operator®s license
after a public hearing on the matter.
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Sets out the distribution of the
parimutuel pool as follows:

least 65 percent to the holders of

winning tickets?

15 percent to the race meet operator
conducting the race meet;

10 percent as purse money; and

10 percent to the Alaska Racing Commission

140

150

200

900

Provides that the commission may adjust
by regulation, the distribution of the
pool as necessary to promote efficient
and successful race meets.

Requires the race meet operator to
report to the commission within 30 days
after each race on the distribution of
the parimutuel pool and 30 days after
the race meet, on the operation and
proceeds of concessions at the sight of
the race meet.

Allows the commission to appoint a
member of the commission or other
person to observe the conduct of race
meets. Requires an observer to be
present at each meet on the day before,
the day after, and during the race
meet.

Sets out prohibited acts and penalties.

The operation of the commission 1is

subject to the Administrative Proced—
ures Act (AS 44.62).



Section

Section

Section

Section

05.40.910

05.40.990

18.65.080

Provides that the commission is subject
to AS 39.50 (conflict of interest).

Definitions.

Adds a new subsection authorizing the
Dept, of Public Safety to conduct
investigations as require"" for members
appointed to and employed oy the
commission; race officials; race operat—
ors, or individuals applying for

special permits.

Provides that the governor make the
initial appointment of commission
members within 120 days after the
Act goes into effect.



PARI-MUTUEL BETTHIIG *

An Analysis of the Implications

of Legalizing Pari-Mutuel Betting
in Alaska, in terms of possible
Underv/orld Involvement and General
Economic Considerations.

*1110 following is a summary of a report
prepared for Alaska State Fair, 1Inc. 1in
1974.






PARI-MUTUEL BETTING

What 1t Is

Pari-Mutuel betting is a system of wagering used most often by
race tracks. 0Odds are determined according to the approximate ratio
of the amount bet on all horses to the amount bet on each individual
horse. Wagers are collected, held by a racing association until the
race has been decided, at which time the total amount bet (called the
pcol), minus the percentage allowed the state and association, I
divided among the winning bettors. (See footnote5). At the present
time, thirty-one states allow pari-mutuel betting for horse racing.
In eight of those thirty-one states, pari-mutuels for dog races are
legal and in three states, Florida, Connecticut, and California,
pari-mutuels exist for jai”“alai games.

How 1t Works

The pari-mutuel system was invented in 1S65 by a Frenchman named
Pierre Oiler. Under his system the odds were computed from the amount
of the bet on the winning horse in relation to the amount bet on all
the horses in the raci, instead of allowing a bookmaker to freely
determine cdds on his own.2 Since odds are determined by the bettors
themselves, they are in effect betting against each other, hence the
name pari-mutuel. (Pari 1is French for bet, mutuel means between us.)3
All the money in the pari-mutuel pool less a 15-20% fee for state and
track, 1is distributed to winning bettors according to their original
bets.

Since the amount of profit depends upon the number of winning
bettors in a certain pool, some French bettors lost money on winning
tickets when too many people won. The United States protects its
bettors from such a situation by requiring a profit of at least ten
to twenty cents on all winning two dollar tickets.4 |If there 1is not
enough money 1in the pcol to provide this 10-20C profit to all winning
bettors, then the racing association must make up the difference.5
In this situation, there is said to be a "Minus Pool".

In Morth America, there are three different pari-mutuel pools, Win,
Place, and Show. Europe uses Win and Place but not Show. If you bet
Win, you will collect if your horse wins the race. For Place, the
bettor collects when his horse wins or comes in second. For Show, he
wins if his horse comes in either first, second, or third. The money
is distributed to winning bettors in the total pool, minus the state
and racing association"s fee of 15-20%. Payoffs are calculated accor—
ding to the odds.

8The California Business and Professions Code defines pari-mutuel
betting as: "a form of wagering on the outcome of horse races in which
those who wager purchase tickets of various denominations on a horse
and all wagers are pooled and held by the racing association for dis—
tribution. When the outcome of the race has been decided, the associa—
tion distributes the total wagers comprising the pool, less the per—
centage allowed the State and Association, to holders of tickets on the
winning horse or horses.



EXAMPLE: Taken from Oswald Jacobv® s "Oswald Jacobv on Gambling”

Post 1 HIM POOL PLACE SHOW
1 Swizzlestick $ 10,000 $ 5,000 $ 6,000
2 3lack Beauty 10,000 8,000 8,000
3 Baba 15,000 6,000 7,000
4. Cayuse 4,000 2,000 1,800
5. Sweet Patootie 35,000 16,000 20,000
6 Caramel 1,500 800 < 700
7 Out of Work 8,000 4,500 4,000
8. Silver 12,500 5,700 6,500
TOTALS $ 96,000 $ 48,000 $ 54,000

The total amcurr: bet to win is $96,000. Fifteen per cent, or
$14,400 is taken out for the state and track (this percentage may be
as high as 20 per cent, and is occasionally slightly less than 15)
leaving $81,500 to be divided among the holders of tickets on Swizzle-
stick if that noble animal happens to get under the finish wire first.
Since the total amount bet on him is $10,000 there will be a profit of
$7.15 for each dollar bet. The machine calculates this and shows the
closest simple odds, 7-1. In the event that Swizzlestick wins, the
machine will flash a win price of $15.30. It will be noted that the
correct value for a $2.00 ticket (all pari-mutuel prices are based
upcn the lowest priced ticket sold, the $2.00 ticket) would be $16.32.
The difference, 2% in this case, between the correct value and the next
lower multiple of ten cents (multiple of twenty cents at some tracks)
is known as breakage and goes to the track and state. It does not seem
like much but it adds up. Here 1is a complete list covering each
possible winner thar shows the approximate odds, the pay-off per $2.00
ticket, the total pay-off, and the breakage.

0dds Shown Total
HORSE on Board $2 payoff Payoff Breakage
Swizzlestick 7 to 1 $ 16.30 $ 81,500 $100
Black Beauty 7 to 1 16.30 81,500 100
Baba 4 to 1 10.80 81,000 600
Cayuse 19 to 1 40.80 81,600 0
Sweet Patootie 1 to 5 4.60 80,500 1,100
Caramel 50 to 1 108.90 81,600 0
Out of Work 9 to 1 20.40 81,600 0
Silver 5 to 1 13.00 81.250 350

Let us assume that the race 1is over and Swizzlestick won, the
favorite, Sweet Patootie came in second, and the long shot Cayuse came
in third. The price places are calculated as follows:

The total amount bet for place was $48,000. Fifteen per cent or
$7,200 is taken for the track and Si.ate cut leaving $40,800. The total
amount bet on these two horses to place was $21,000 which, when sub-—
tracted from $40,800, leaves a profit of $19,800 to be divided equally
among the two horses. The $5,000 bet on Swizzlestick to place represents
2,500 $2 tickets. By dividing the sum of the original amount bet, $5,000,



UNDERWORLD INVOLVEMENT

The totalisator makes pari-mutuel settzr.g the cleanest form cf
gambling in the United States. Before the machinery was in use, race
track bettors never knew whether or not the race track was juggling
the number of bettors or the amount bet to fatten one"s own wallet.
Nowadays, however, total bets and bettors are computed and posted
instantaneously by machines too closely regulated to allow for decep—
tion at any level.

According to Rufus King, former chairman of the -.merican Bar
Association, Criminal Law Section and legislative counsel to the
Senate Committee on Organized Crime, pari-mutuel betting is honestly
what it purports to be. Track operations are so carefully supervised,
policed, and double checked that there is little reason to suspect
widespread skullduggery, and there have been no major scandals in
recent years involving the defrauding of the public. The bettor is,
of course, vulnerable to manipulations with the races themselves, but
everything pertaining to the schedules, riders, mounts, and the
actual running is also rigorously policed. Except for the rare
phenomena of the minus pool, the track management has no interest in
the outcome of any race; and this justifies the conclusion that
race track betting-besides being legal and probably necessarily to
some extent because it is legal-remains the cleanest form, per se,
among all categories of gambling activity currently popular on the
American scene. The possibility of direct tampering with the total —
isator, says King, 1is remote.11

It was during the 1800"s that American horse racing was gripped
by a large criminal element that bribed jockeys, doped horses, and
managed to profit financially from both the track and bookmaking.
"Gate-money, concessions, and fraudulent races made tracks very
profitable. They therefore attracted the protection racket, from
gangsters, police and politicians. Only a very few rich tracks were
rich enough, and run by men honourable and influential enough to
escape this."12 As a result, state after state banned racing during
the early nineteen hundreds. The number of tracks in the United States
went from 314 in 1897 to a bare 25 at one point.13

Finally in 1908, horse racing began to recover with the estab—
lishment of the Kentucky State Racing Commission as an effective
authority over the racing associations.i? States that were willing
to legalize racing again soon established their own racing commissions
to supervise and control the associations and pari-mutuel betting.

The possibility of bringing the mob under control by regulating
racing commissions has been a major argument in favor of legalizing
pari-mutuel betting.

A second major argument frequently advanced in favor of pari—
mutuel betting is that it brings in additional revenue without *
burdening the taxpayer. John Lindsay estimated that off-track betting
alone would bring in as much as $50 million dollars annually in New
York City.

The promise of easy revenue moved state after state, hard hit by
the depression, to legalize pari-mutuels at the race track in 1933.13
By 1946, the horse racing industry had grown to such an extent that

nearly 27 million people paid admissions to major race tracks, and



and :he amount won, $9,300, by 2,590, ve Z22r the resultant value of
each ticket as $5.96. Swizzlestick, therefore pays the next lower
multiple of 10 cents, or $5.90 to place, and the breakage is $150.00.

$16,000 was bet on Sweet Patootie to place. $25,900 ($16,000 plus
$9,900=%$25,900) is therefore available to be divided among the 3000
theoretical holders of $2 tickets. The correct amount is $3,2375. The
actual* price is therefore $3.20, and the breakage is $300.00.

The calculation of show money is similar. First the track and
state 15 per cent are set aside leaving $45,900 to be divided ($54,800-
103=~5,900) among the holders cf tickets on the three horses. The

total bet to show on the three horses was $27,800 ($6,000 320,000 +

$1,300= $27,800) making the total profit $18,100 ($45,900-$27,800=
$18,100) or $6,033.33 per horse. Computing the price as above now
gives us:

Swizzlestick pays $4.00 to show and the breakage is $33.33

Sweet Patootie pays $2.60 to show and the breakage is $33.33
Cayuse pays $8.70 to show and the breakage is $3.33

All of these complex calculations are made and displayed by a
portable assembly of especially designed electrical equipment called
a totalisator.8 Betting Pools are usually illegal without the use of
a totalisator, which consists of:

1. Standard (win, place and show), daily double and Quinella

ticket issuers, which register and total each ticket as it
is issued. (See Footnote*).

2. Adding machines which total the sales registered by the
standard issuers.

3. An automatic odds computer.

4. Electric indicators which show on the display boards the
approximate odds during wagering and the order of finish
of the first four entries (result) by program number,
entry and pool totals obtained by the adding machines,
the prices paid on a $2 winning mutual ticket, race numbers,
time of day, post time, etc.

When you buy your ticket at the pari-mutuel window, the operator
(seller) pushes a button and records the sale. His ticket-issuing
machine prints and delivers the ticket. At the same time, it registers
the amount of the bet with the totalisator, which is an adaption of
the dial phone system. This electronic brain adds, sorts and transmits
the totals of all bets to the infield tote board at intervals of
about ninety seconds until the closing of the pari-mutuel windows.10

«“Daily Double™ is when purcnaser must pick winner of two races,
usually the first and second races.
"Quinella operates mainly at jai alai games and dog tracks.
Bettor must pick two horses, players, or dogs in the same race or game
to finish either first or second".9



where horse razes are authorized, or from specified portions of such
Ir.zlssure of any known bookmaker, known tout, person who has been
convicted a violation of any provision of this chapter of any law
prohibiting bookmaking or any other illegal form of wagering on horse
races, or any other person whose presence in the inclosure would,

in the opinion of the board, be inimical to the interests of the
state, of legitimate horse racing or both. No such rule shall provide
fcr the exclusion or ejection of any person on the ground of race,
creed or sex."-3

All horses ure given a saliva test by state veternarians immed—
iately before their race to detect any drugs to speed them up or slow
them down. All races are filmed and reviewed for illegal behavior,
such as jostling or the jockey holding his mount back. Additionally,
the registry number of each race horse is tatooed on his upper lip
as a safeguard against the introduction of ringers in races.39

There are several federal laws operating to curtail illegal gamb—
ling activity, in addition to state regulations such as the above.
These 1962 laws make it a federal crime for any person to move in
interstate travel to promote or participate in a racketeering enter—
prise. Two other laws make it a felony to transmit bets and wagers
between states by wire or telephone or to transport wagering para—
phernalia to another state. As defined by Congress, this includes
tickets, slips, or paper used in bookmaking, sports pools or the
numbers racket.3*

CONSIDERATIONS FOR ALASKA

The State of Alaska received almost one billion dollars from
oil leases signed in 1969. Approximately 400 million remains. With—
out pipeline revenue, Alaska could be financially bankrupt by 1976,
given its current expenditure rate of some $300 million annually.

State income in 1973-74 amounted to 280 million dollars. Expend—
itures came to $364,559,000, leaving a $114,559,000 deficit last year.
For the last four years the State has spent $373,528,900 more than
it received in revenues. Official projections show the money from the
North Slope leases will be gone in 1977.

In an effort to raise revenue, Alaska has authorized $448,927,000
in General Obligation Bonds, $348,842,000 of which has been issued as
of January 1, 1974. Remaining to be issued is $100,085,000. $45,424,000
has been paid. This leaves the State with a General Obligation Bond
liability or debt of $303,418,000.

To issue another $500,000,000 in a 20-year General Obligation Bonds
at 5.2<0 would cost each taxpayer about $6,037.

The Alaskan pipline could dramatically change conditions in Alaska.
"Building the pipeline and a 370 mile access road would pump 1.6 billion
into the state economy."37

Legalized pari-mutuel betting is another way fcr Alaska to obtain
revenue. The following statistics shew amounts of revenue raise nation—
ally through pari-mutuels;



collectively, just under 47 million persons wagered a staggering
3,3 billion dollars.

The National Association of State Racing Commissioners reported
that the States received $508 million in revenue from pari-mutuel
racing in 1971: $1,300,000 from track licenses, $1,460,000 from occu—
pational licenses, $461 million from pari-mutuel taxes, $8 million
frcm breaks, and $5 million from miscellaneous sources including con—
cessions. 18 (For state revenues from pari-mutuels for 1971 see
Appendix Two.)

The number of states with legal pari-mutuel betting is up to
thirty-one at the present time. Forty states now tax individual
income, forty-six tax corporate income, and forty-five have general
.r._es taxes. State expenditures still exceed revenues in most states.
From 1959-1968, fifty states enacted three hundred and nine separate
legislative tax measures, each of which levied a new tax or increased
and old one.20

Pari-mutuel revenue, since it is obtained through voluntary con—
tributions of tax payer®s money, 1is much less painfully extracted
from the tax payers than a property tax. 300,000 bookies currently
receive across the country money that could be collected by the states
Illegal gambling bets are estimated to be near $20 billion annually.

VOLUME OF BETTING

"In the era between the repeal of Prohibition in 1933 and the
Kefauver investigations in 1950-61, illegal bookmaking grew right
along with the spread of pari-mutuel track racing, quickly reaching
proportions which made it indisputably the largest criminal monopoly
of its day. Applying one authoritatively sanctioned rule of thumb,
illegal bets on the pari-mutuel track races had an estimated volume
of $3.00 for every $1.00 bet directly through the pari-mutuel windows,
so that by 1943, with legal bets amounting to $1.6 billion, a total
of nearly $5 billion was being staked each year with other forms of
wagering, particularly bets on college and professional sports, has
reduced substantially illegal gambling in the area of horse races.
Less than 3% of current underworld gambling activity is involved
with horserace betting. The illusion of massive underworld activity
nevertheless persists in the minds of many. This misunderstanding
has been a major barrier to the legalization of pari-mutuel betting.

In terms of numbers, "twenty-five million Americans, of whom
eleven million were women, made at least a $2 bet on races during
1966 either with their favorite bookie or at cne of the country®s
150 odd Thoroughbred or harness tracks-of these 11 million women,
83"} are housewives and salaried employees, 10% are businesswomen,
professional women, or retired, 2% are gamblers, operators of gam—
bling ventures, hustlers, and easy money gals."22

Even though 1illegal gambling is a main source of revenue for
organized crime, bookies rely upon horse race bets for less than
twenty-rive per cent of their business. The bulk of their bookmaking
consists of bets placed upon sports events. In terms of profit to
the bookmaker, $1 bet on horse racing is worth $3.80 wagered on
football, since the bookie keeps the 17% of the prri-mutuol pcol
normally given to the state and track.24 The comparative volume
of hcttine is so slip.ht however, that it reduces this overwhelming



financial advantage to the point of insignificance. One New York
tookie estimated that 50% of his business is done on college and
professional football, 35% on major league baseball, 12% on college
basketball and 3% on horse racing, championship fights, golf tour—
naments and general elections.25

Pari-mutuel betting will not eliminate bookies, since book—
makers offer a number of advantages: they give credit, while tracks
do not; they are in every neighborhood; they take exotic wagers
(parlays and the like)while state organizations are confined to
official odds; and the big gamblers, whether professionals or af—
fluent amateurs, prefer bookies, using money from tax evasion to
gamble with.35

Pari-mutuel betting will tend to minimize the involvement of
bookies in horse racing, by offering a legitimate outlet for bets.
The advantage to bettors”at the window is the insurance of payment,
of honest odds and sta e regulation. The danger of corruption can
be minimized with the use of such equipment as totalisatsrs.

INSTITUTIONAL SAFEGUAPD
A copy of California code covering pari-mutuel betting Iis
included in appendix two. As spelled out in the Code, there is a
California Horse P.acing Board to supervise and jurisdict all matters
dealing with horse racing in the state. The three Board members are
the Governor®s appointees serving terms of four years. They are
disqualified from membership for;

a) Holding any financial interest in a horse race track or
in the operation of any such track or in the operation of any such
track within this state, or in the operation of authorized wagering
on the results of horse races.

b) Accepting any pecuniary reward other than authorized salary,
from any horse race track in this state or in respect to its oper—
ation of authorized wagering on the results of horse races.27

The board appoints all its employees who are subject to these same
disqualifications.

Licenses must be obtained from the Board to operate a race
track. All licenses arc subject to suspension or revocation for
non-compliance with Board regulations-state racing regulations.
ALl licensees must be residents or registered voters of the ;tate for
two years.

The number of racing days for each racing association of the state
is allocated by the Board. Depending upon the size of the county the
number of racing days varies, ranging from 100 for a county of one
million to 14 for a county of less than 500,000 rsoplo.

The Board has the power to "compel productions of any and ail
books, memoranda or documents showing the receipts and disbursements
of any person licenced under this chapter™.23 -vibpeena
any r.emcoru.

As concerns tcoknaking, section S 19572 states, "Board may, by
rule, provide for the exclusion or ejection from any inclosure



PAP.I-MUTITEL ATTENDANCE AND TURNOVER, 1955-1969

Number of Total Pari-Mutuel
Racing Days Attendance Turnover
(thousands)

1955 4,399 30,503 $2,592,000,000
1960 6,099 46,879 $3,358,000,000
1965 8,051 62,887 $4,615,000,000
1966 8,384 63,577 $4,784,000,000
1967 8,621 63,373 $4,922,000,000
1958 9,051 65,460 $5,315,000,000
i:-59 9,533 68,093 $5,723,000,C0.)

Source: Statistical abstract of the United States, 1970

A table showing pari-mutuel revenue by state is included in
Appendix Two.

Games of chance are legal in Alaska when restricted to non-profit
organizations to allow them to raise money for educational and patri—
otic purposes. The concept of gambling is acceptable to The Alaskan
Legal Code if the intent has merit.

"Alaska maintains the smallest state population of any state in
the Union. Alaskan unemployment is a high 13% and of those who are
employed, nearly 50% work on military bases.3% Nearly one-half of
the state®s people live within a fifty mile radius around Anchorage
(pp”6, 137)?5 Toursists in Alaska annually number about 100,000.
"The State badly needs highways, railroads, hotels, ski areas, and
more public parks-new lures for urban Americans as well as Japanese,
who are relatively near."36
(According to the latest statistics from the Department of Tourism,
Juneau (October 7, 1974) there were 252,000 tourists visiting Alaska
in 1574. Tourism was up 19<° for the first six months of 1974. (M.J.
Ryder)

The role of pari-mutuel betting in attracting settlers, providing
entertainment and culture, employment at the tracks, and a more diverse
economic base should be considered. Population distribution would seem
to suggest centering Alaskan Horceracing in the Greater Anchorage area.

Alaska currently has two horse racing tracks, one in Soldotna and
one in Palmer. The latter is probably the only one capable of support—
ing pari-mutuel horse-racing at this time. The Palmer grounds seat
1000 and accomodate over 2,500. (See newspaper article in Appendix
Pour).

The Pari-Mutuel Attendance and Turnover chart Indiv. *r "hat vich
bettor generates approximately $67 worth of revenue for each racing
day. Without track improvements to expand capacity, the Palmer track
could theoretically generate approximately $67,000 a day under exist—
ing conditions.

If horse racing reverues were running at the low estimate level,
Alaska could operate on a percentage basis, as has been done in Wyoming.



"Wyoming has a population which approximates Alaska®s, and supports
two to four racetracks. Jack Miller, Director of Cheyenne Frontier
Cays Rodeo, allowed as how totalisator equipment rental proved no
problem when pari-mutuel betting was in operation. The Rodeo dropped
pari-mutuel betting in 1972 to concentrate more fully on the non-
racing horse events which were more central to their operation.
Crowds for the Rodeo and Horse Racing averaged 16,000 at that time,
40-50% of which were in-state residents. Miller said that multiple
considerations are involved in making betting profitable, but that

it could be if sufficient emphasis is given to it. Cheyenne Frontier
Days dealt with Lloyd Shellhammer of Montana for their equipment,
which cost 4 to 5% of the total take (well below the $100,000 fee of
large operations like California®s).

Cantral Wyoming Fair in Casper generally turns significant prof—
its, according to one employee, whose estimate of crowd composition
was as high as 75% local. As few as 30% of the horses are in-state,
she reported. Central Wyoming Fair runs about ten horses in each of
ten races a day during thclr eight day racing season. Underworld
involvement was non-existant, in the opinion of the track.

One Wyoming couple was interviewed. They went to the race track
on occasion, Tfelt it was interesting entertainment. The couple,
retired for some years, felt that it was a good idea to legalize
pari-mutuel betting in order to keep control over it and bring money
to the state. They thought the majority of the crowds were local
and were not aware of any underworld involvement.

Unlike Al.ska, Wyoming borders on five states with legal pari—
mutuels, name ”e Montana, ldaho, Colorado, Nebraska and South Dakota.
A significant lumber of horses come to Wyoming from Colorado. Alaska
is approximately 1,500 miles from the closest racing state. Trans—
portation systems are comparatively poor. The main highway to Alaska
from the continental United States travels 1,523 miles between Dawson
Creek, British Columbia, and Fairbanks, Alaska. All but 300 miles of
it lie in Canada. Most 1is unpaved.

Alaska could expect to raise sufficient crowds of spectators and
it is anticipated that horses from the Lower 40 and Canada would be ship—
ped into Alaska to assure a satisfactory racing program. In the embroy-
cnic stages of development it is estimated that three hundred horses would
be required to run a racing program that would be economically sound.

Money must be spent building stables, obtaining feed, employing veter—
inarians, jockeys, saddle and harness makers, blacksmiths, stewards,
underwriters and state inspectors.

Initially, many of the amenities usually associated with horse rac—
ing tracks would be missing, but the basic plant could be provided to meet
minimum standards. Similarly, a fair could work without totalisators, using
modern computers not in existence at the tine when totalisators were con—
ceived. One Anchorage business equipment firm has indicated that it could
provide small computers, complete with pari-mutuel program for under $3,000
(total cost of purchasing equipment and program). Such computers might
be more viable under current conditions.

Dog racing might be a more desirable form of pari-mutuel betting
in Alaska. The following quote tells about the Wonderland dog racing
track in Revere, Massachusetts.

"A dog track bears absolutely no resemblance to an oriental
palace. It looks more like something you race kidde-cars



on. The back area required to kennel the dogs is relatively
meager, and Wor .erland was paying the almost negligible Revere
taxes. Unlike the horsemen, the dog owners are very reason—
able people, possibly because nobody ever told them they were
the heirs to the Sport of Kings. The upkeep on a Greyhound

is no more than you would expect it to be; there are no jockeys
to split the purse with; the owners are sometimes their own
trainers; and there are only a few states in which they can
race. Taken altogether, they are more willing to take what
they can get. The total purses on any given night are a
percentage of the handle on that day; that"s right, the winning
ovmer doesn"t know what he®s won until the night iS over."39

There are seven states that have pari-mutuel dog races; Florida
(17 tracks, 5,923,000 attendance and a pari-mutuel handle of $303,056,000
in 1967-63), Arizona (5 tracks), Massachusetts (5), Colorado (4),
Oregon (1), Arkansas (1), and South Dakota (2).

One possibility unique to Alaska would be Pari-mutuels on sled
dcg racing, the kind which is currently run annually by the Anchorage
Fur Rendezvous.

CONCLUSION

Pari-mutuel betting is currently legal in thirty-one out of
fifty states. The experience of these states has been that pari—
mutuel betting is usually profitable, resulting in additional state
revenue. Population does not seem to be a handicap for Alaska, as
indicated by the example of Wyoming, whose population is roughly
equivalent. If legalized, pari-r.utuel betting should be profitable
and ir. other ways beneficial to Alaska under normal conditions.

Fears of underworld involvement in legal pari-mutuel betting
stem from past experiences which no longer hold true. Today less
than three per cent of illegal bookmaking involves horseracing.
With the correct equipment and legal safeguards, most experts would
agree that criminal bookmaking poses no threat to horseracing in
Alaska.

A variety of other considerations exist which argue for legal —
ization: badly needed funds for state government, attracting settlers
and tourists, providing recreation and amusement, creating much needed
jobs and stimulating a variety of new supporting industries, to name
a few. Arguments against legalizing pari-mutuel betting center largely
cr. the unfounded fear of criminal involvement and moral objections
which are not objectively verifiable.

Several questions remain: Can Alaska ultimately provide the horses
for largo scale pari-mutuel operations? Should Alaska simply remain
at a low level of operations, using it"s own horses and computers?
How will the myriad of special conditions unique to Alaska affect the
situation as a whole?

These questions in no way present obstacles to legalization and
will be easily answeraole on 1investigation once pari-mutuel betting
is approved. The conclusion of this report is that neither economic
considerations nor the possibility of underworld involvement stand in
the way of such approval.



Josiah Doug
josiah hen®£n lassociates
Special CcnsxMrants to the

Alaska State &ir, inc.
Horse Racing Ccomission
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ALASKA PARI-MUTUEL , _EMC _

BY-LAWS

ARTICLE 1

CTRIHS'= 0 Ilie inii itii which t «os@Gneximu i Ln o
Atill il IMWelS it lv. HH'IClaV  In* -Hi ill'cl I IhH

AllICleS Ot FUColpiltMlI 10l H"™ tIM issue iatlOil.

ARTICLE 11

(JKFICESI Hie principal Jtfices ul. the uo iporatiaii shall be
in ilie Mtinuska :lusllu.i Borough. m the Statu or Alaska.

ARTICLE 111

SEAL;The Corporate Seal shall Lave *use ribed thereon:
"Alaska Pari-Mutuel. Luc. Corporate Seal. Statu nr
Alaska.". Said seal .nay be used by causing, it. or a

tacsn. ile thereof, to lie impressed oi affixed or reproduced
ilv othervise.

ARTICLE 1V
MEMBERSHIP:

A. Anv person of. the age of IS years or older, who
is a legal resident of the State of Alaska :uav
become a it,ember of this Corporation bv pav tng
the annual membership tee hereinafter specified
and agreeing to comply 1ivith and be bound by the
Articles of Incorporation and the By-laws of
this organization. The membership year of this
Corporation shall begin the 1st dav of Januarv
each vear and end on the list day of December.

ti. The annual membership fee will be: Regular
membership. twenty-five dollars i -5 .00) and
Corporate memberships will be one hundred
dollars (S100.00).

C. NON LIABILITY FOR DEBTS 01 [IME ORPORATIUN : The
private property of the members shall be exempt
from execution for the debts nt the Corporation
and no member shall be personally Iliable or
responsible for any debts or liabilities of the
Corporation unless lie voluntai ilv agrees to be
so bound.

D. MEMBERSHIP NOT TRANSFF.RRABLE: Hie transfer of
me.Vibe rship is prohibited.

F.. CERTIFICATES OF MEMBERSHIP: The certificates
of membership shall be entered 1in the hooks of
the Corporation as they aie 1issued. They shall

exhibit the holder®s name and shall be signed
by the President, or Vice-President and attested
by the Secretary.

V. REQUIREMENTS KUR MEMBERS TO VOTE AND HOLD
OFEIOK: No member may be a candidate or be
elected a director or vote at daNV membership
meeting unless his annual membership fee Ilias
been paid on nr before December 31 of the
current vear 1ino exceptions-®.
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Hit* property and business tit fho tinitinialinn
shall In* JaiURi M bv 1its Board of Diihpinrs
which dv exercise all such powers, to ill
such lawful act: ami things as are mil bv
Statute mi bv ihe Certificate of Inont ;miai Lou
or bv these Bv-f aws directed nr required to be
exercised or done bv the .ie: bers.

1. The Directors shall have control of ill
expenditures. No officer, director, committee,
agent or employee shall have the power to
obligate the Corporation for any indebtedness,
purchase or thing whatsoever, without first,
having been approved bv the majority of the
Directors present at a regular or spec ial
meeting. No bills shall be paid without first
having been approved by n majority of the
Board of Directors present at a regular or
special meeting.

G. The Directors may appoint, such agents or
employees as it shall deem necessary, who shall
exercise such powers and perform such duties
as shall be determined by the board.

ARTICLE VII
COMPENSATION:

A. Compensation will be pursuant to Article VII of
the Articles of Incorporation.

li. The salaries of any designated agent or
employee shall be fixed by the Board of
Directors.
ARTICLE VIII

MEETINGS OF HIE BOARD OF DIRECTORS:

A. Regular meetings may be held at such tine and
place as determined by the Board.

B. Special meetings mav be called bv the President
on two (2) days notice to e. c'i Director, either
personally or by telephone. .iail r telegram.
Special meetings shall be raj lei the
President or Secretary in a like tner
and on like not ice on the written ieqnest of
anV Director. Unless otherwise 1indicated, IN
the notice theieot, any and ill business miv Be

transacted at a special Meeting. Nonotice or
any adjourned meet mg need be given.

C. A majority of the Directors shall constitute »
qUol Uil Tor the traits,ICIiON of business. rite
act of 1 majority present it mv meet mg it
which there 1is a quorum shall be an act of the
Board of Directors, except as .n lie otlieivi.se
specifically piuvideil bv iiiatuie. Article n]
Incoiporattoil or these FPFv-Law's.
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ARTICLE XIV

Dj.RECTORS NNNHal. STA IPFEMKNT : Tin; Dirndurs &mhnill ni enr M
uddi Uisiil.u Meeting, a Mill tng cleat stalejif,fnl nf tin*
business and conil.it.iuns of tin; Coipnrallnn. Tin.* business

vent shall be frow Jnuuarv | to December I,

ARTICLE XV

WAIVER OF NUTICE: A ny ember ocCc Diractor =jiv waiva in
writing anv notice of meeting required to be given bv these
Piv-Laws .

ARTICLE XVI

\MENDMENT : These Bv-l.aws nav he altered. amended nr
repealed by a majority or the members present at a regular
meeting or a special meeting called for the purpose. A ten

tl0; day notice shall have been given to the Membership of
the proposed action at anv special meeting.

V.
ARTICLE XVI1I
ADOPTION; The foregoing code of By-laws of Alaska
Pari-Mutuel. Inc.. if and when duly adopted, shall be

signed by the President and Secretary of the Corporation.



HORSE RACING, INC.

ARTICLES OF INCORPORATION

ARTICLES 1
The name ofir"thiS" corpgration shaii-vJse mHORSE RACING,
INCORPORATED ; 22 Hy>ee

ARTICLE 11

The principle office and place of business of this
corporation shall be in Palmer, 1in the Matanuska Susitna
Borough, Alaska.

ARTICLE 111

This Corporation 1is organized exclusively for charitable
and educational purposes, 1including for such purposes, the
making of distributions to organizations that qualify as
exempt orgnizations under section 501 (c) (4) of the
Internal Revenue Code of 1954 (or the corresponding
provision of any future “United States Internal Revenue
Law). The object and purposes of this Corporation are:

a. To engage in the business of creating an
Alaskan Horse Racing Commission and authorizing
pari-mutuel wagering at sanctioned events.

b. To borrow money, to buy, own, build, erect,
construct, lease and otherwise acquire, manage,
occupy, maintain, and operate buildings, grand-—
stands, pavilions, booths, stables, sheds,
corrals, exhibition grounds, storerooms, office
buildings and business structures of all kinds
and character.

C. To employ or contract for services necessary 1in
carrying out the purposes of the corporation.

d. To hold meetings of the Board of Directors of
the Corporation in such places within the State
of Alaska, as the Board of Directors may from
time to time determine.

e. To maintain, do, perform, execute, acquire,
own, hold and dispose of each, alj. and
everything incidental to or necessary,
convenient, or proper, to carry out or perform
any of the matters, things, or purposes afore—
said, and to exercise any and all rights and
privileges which may be necessary, requisite,
useful, convenient, or proper, or which may be
incidental or auxiliary to any of the purposes
of objects hereinbefore expressed, or that in
the judgement of the Board of Directors of the
Corporation may be necessary, requisite, useful
convenient, proper, incidental, or auxiliary,
to any of said purposes or objects or be deemed
to tend to advance the interest of the
Corporation and the objects for which it is
created.



ARTICLE VI11

Tin* uiiairs of the Corporation shall be managed by e Board
of Directors, which shall have the power to erigage such
employees as it deems necessary to carry out. the functions
of the Corporation.

The number of directors of this Corporation shall be a
minimum of five (5) and a maximum of nine (9). Directors
shall be elected by the membership at the annual meeting of
the Corporation. The date of the annual meeting shall be
determined by the By-Laws. In the event of a vacancy on
the Board of Directors, the remaining board members shall
choose a replacement who will serve until the next annual
meeting of the membership.

The Board of Directors shall select from among themselves
the officers prescribed by the By-Laws.

ARTICLE 1IX

Before transacting any business or acquiring any property,
the persons constituting the membrship of the corporation
must meet and adopt By-Laws. The vote of a majority of all
the members 1in good standing of the Corporation shall be
necessary to the adoption of such By-Laws and when adopted
the same must be written in a book kept by the Corporation,
to be duly signed by all persons thereafter becoming
members of said Corporation.

ARTICLE X

The Corporation reserves the tight to amend or repeal any
provision of these Articles in the manner provided by law,
and all rights conferred upon members are granted subject
to this reservation, with the exception, however, that no
amendment or repeal shall so change the objects and
purposes of the Corporation as set forth in these Articles
as to permit any of the assets or net income to inure to
the benefit of any private individual, officers, or member
of this Corporation.

ARTICLE XI

The address of this Corporation -_hall be General Delivery,
Palmer, Alaska 99645,

ARTICLE XII

The number of directors constituting the original Board of
Directors 1is three (3). The names and addresses of the
persons who are to serve as the initial 1incorporators are
as fTollows:

Joseph W. Berberich - 508 Falcon Court - Palmer, AK 99645
Marsha M. Melton - P. 0. 8ox 891 - Palmer, AK 99645
Curtiss R. Anderson - P. 0. Box 882 - Palmer, AK 99645

Executed by the undersigned incorporators of Horse Racing,
Incorporated, originals at Palmer, Alaska on
1986.

Joseph W. Berborich, |Incorporator

Marsha M. Melton, |Incorporator

Curtiss R. Anderson, Incorporator



STATE OF ALASKA )
) ss.
)

THIRD JUDICIAL DIST. c

THIS IS TO CERTIFY that JosephW. Berberieh and Curtiss R.
Anderson personally appeared before me to sign the
aforegoing Articles of Incorporation ofHorse Racing, Inc.,
as their voluntary act and deed on this ,
1936.

NOTARY PUBLIC in and for Alaska
My Commission expires:

STATE OF ALASKA )
) s5S.
THIRD JUDICIAL DIST. )

THIS IS TO CERTIFY that Marsha M. Melton personally
appeared before me to sign the aforegoing Articles of
Incorporation of Horse Racing, Inc., as her voluntary act
and deed on this , 1986.

NOTARY PUBLIC in and for Alaska
My Commission expires:
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BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 36 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act requiring certain motor vehicle insurance
policies to provide reduced rates for certain per—
sons; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.89.020 is amended by adding new subsectionstoread:

@) An insurer shall provide an appropriate” reduction the
premium charged for a motor vehicle casualty insurance policywhen the
principal operator of the motor vehicle covered by the insurance
policy

(&D) is 55 years of age or older;

(2) requests the insurer to provide the reduction;

) provides the insurer with proof satisfactory to the
director that the operator has within the three years before request—
ing the reduction taken and successfully completed a motor vehicle
accident prevention course approved by the Department of Public Safety
under AS 28.05.035; and

(A) did nottake and complete the accident prevention
course described in (3) of this subsection as a resultof an order or
sentence 1imposed by a court.

(g) An insurer may cancel a rate reduction provided under (f) of
this section if during the policy period the principal operator of the
insured motor vehicle is

(1) involved in an accident caused by the operator; or

(2) convicted of a moving traffic violation.

1- SCS CSHB 36(L&C)



(h) The reduced rate provided for an operator under (f) of thi
section may not extend beyond three years after the last day of the
operator®s most recently successfully completed motor vehicle accident
prevention course described in (f)(3) of this section.

* Sec. 2. AS 28.05 1is amended by adding a new section to read:

Sec. 28.05.035. COMMISSIONER MAY APPROVE ACCIDENT PREVENTION
COURSES. For the purposes of AS 21.89.020(f)(3), the commissioner may
approve driver education courses int-nded to prevent motor vehicle
accidents and promote safe driving practices.

* Sec. 3. APPLICABILITY. This Act applies to policies of motor vehicle
casualty insurance entered xnto or renewed after October 1, 1987.

* Sec. 4. This Act takes effect October 1, 1987.

SCS cJHB 36(L&C) -



TESTIMONY NOTES 4/10/B7
HB 36

The? proposed legislation mandates an appropriate premium reduction of
not less than 5/. Far a driver over ago 33 mho requests the? reduction
and has uiithin the? previous three yoars completed a motor vehicle
accident prevention course approved by the Department of F-"ublic Safety

The principal issue of concern with this legislation is not whether
persons meeting the conditions 1in the bill should receive a credit in
their automobile insurance for that conditionr but whether the amount
of credit should be established in legislation. While such an action
would be appropriate whore? tho state? is the insurer, it is subject to
question 1in those* cases where? that insurance 1is provided by private
insurers.

The State of Alaska lias not previously mandated specific rates, rate
levels or rate values for iInsurance written iIn this state. To do so
conflicts with the insurance rate law (AS efl1.39.010 et seq.) whicn
requires that a rate shall be neither excessive, Iinadequate, nor
unfairly discriminatory. If rate reductions or changes occur due to
particular conditions, the law now requires that the credit should
actually reflect the experience of the insurer or a group of insurers
or persons who meet the conditions for the particular credit.

To the degree that a particular level of mandated credit 1is 1incorrect,
a subsidy is created. When that occurs, the subsidized business finds
it difficult to find a standard market. Alaska expends a considerable
effort 1in maintaining a marketplace for a vast variety of kinds of
insurance. Thi- 1is complicated by ttic fact that Alaska represents
about 1/f.]. of the premium in the United States. To the degree that
insurers perceive that Alaska provides a favorable climate and the
opportunity for profit (real or imagined), insurers are willing to
participate iIn the Alaska marketplace. When that perception changes
due to conditions wrought by regulation or legislation, 1insurers tend
to migrate to more profitable jurisdictions.

A rate reduction may or may not be warranted for* the conditions 1in the
bill depending on a number of other Tfactors that a statutorily
mandated rate would be unable to consider. An extreme example for
sake of illustration would be where an iInsurer writes only drivers
ov»?r 55 who meet the conditions set forth in the hill, and whose rates

are ad<9quattj for that selection of business. In such a case, this
proposal would force the insurer to charge a rate that would be
inadequate to cove*” this class of insured. Further* the selection of

ago 55 may be* unfairly discrimi notary i, other age? groups, have a
similar experience* when Mooting similar conditions.

Wr arc concerned tlral the very group this legislation intends to
assist, may be hurt by 1its presence.



HB 36

An alternative approach that would likely to bo less disruptive in
terms of our efforts to promote Alaska as a good place for insurers to
do business would be to mandate the rule but not the value of the rule

AMENDMENTS

On page 1, line 11 and I1E, remove the words "of not less than 5
percent"

Or. page 1, l1j.ne 13, delete the word 'casualty”™ and 1insert the words
“"bodily injury liability, property damage liability, and collision”
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MEMORANDUM
TO: Sen. Tim Kelly, Chairman
Senate Labor and Commerce Committee
FROM: Rep> HeetMiussendorf
DATE: April 7, 1987
RE: HB 36

Please find attached the position paper of the American Association of
Retired Persons. The original bill provided for at least a 10 percent
reduction 1in premiums charged for a motor vehicle casualty insurance
policy for drivers 55 or older. The House Labor and Commerce Committee
changed this language to read: ™. . . an appropriate reduction of not
less than 5 percent.” Also this committee added (f)(4) to Section 1 of
the bill, which takes into account those drivers who were offered the
option of taking a driver improvement course in lieu of a conviction by
a court. The House Judiciary Committee added the language regarding the
effective date which makes the Act effective October 1, 1907. This was
in response to the insurance industries®™ request, since many policies
are written tl.ree months 1in advance.

The main purpose of the bill is to have safer drivers 55 and over.
Research shows that driving patterns do change around age 55. Drivers
over 55 need a driver improvement course that will take into account the
changing response time, loss of nighc vision, etc. that older drivers
experience. As of January 1, 1986, there were 40,835 Alaska licenses
issued to drivers 55 nnJ older out of the total 385,401 licenses issued.

AARP charges S7 per course to help cover the cost of the book, all other
costs are covered by AARP. The course is taught by volunteers. You do
not have to be a member of AARP to take the course. The Alaska Division
of Motor Vehicles has already certified the course.
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According to Steve Stiles of the National AARP the following state have
already passed similar legislation:

The following states recently passed this
effective July 1, 1986: Washington and West Virginia

effective July I, 1987: Montana, South Dakota and California

Connecticut Illinois Rhode Island
Minnesota New York North Dakota
Delaware Arkansas Kentucky
Louisiana Virginia Oklahoma
Florida Texas Tennessee
Wyoming and Washington, D.C.

legislation:



Position Paper

Automobile Insurance Discount

The State Legislative Committee of the American Association
of Retired Persons proposes that legislative steps be taken to reduce
automobile insurance premiums for motor vehicle operators age 55 and

older who complete a state-approved driver education course.

age" 55 and older are a unique popu-

considerations and driving
in safe

Rationale; Motor vehicle operators

lation and have specific physiological
problems. How do these individuals compare with age brackets

driving practice and incidence of accidents?

In order to obtain an accurate picture it is not enough to consider only
age and number of accidents, it3 necessary to factor in the annual number
of miles driven per year. Research shows that the number of annual miles
driven by motor vehicle operators begins to decline significantly after
age b55. Therefore, an important consideration with regard to the safe
driving practices and.,abilities of older persons 1is the criteria used

to determine accident involvement statistics.

is good when calculated on the basis of

accidents per driver. When the same figures are examined on the basis of
miles driven annually, a different picture emerges. This more -significant
and meaningful statistic highlights the urgent need for corrective mea—

sures to re-educate older drivers.

The record of the older driver

Decause older persons drive fewer miles, corrections must be made for
driving exposure. When this factor 1is included in accident involvement
rates, and the involvement per exposure is determined, a U-shaped curve
of accidents versus age results. Violation and accident rates per mile
are higher for the youngest and oldest drivers and lower for those in
the middle ranges. Although one can quibble over the exact placement of
the curve, a general "U" configuration has emerged 1in every major study

undertaken during the past 10 years.

that when the number of miles driven

The National Safety Council reports
have a poorer accident

is taken into account, drivers age 55 and over
record than drivers in their middle years.

The U. S. Department of Transportation identifies the older driver as
being age GO and older and in a group which requires special considera—
tion in the development of driver 1improvement training procedures. The
National Highway Safety Forecast points out that the older driver 1is
adjudged at fault more than middle aged drivers, and due to the popula-—
tion age shifting currently underway 1in America, 1is perhaps one of the

fastest growing highway safety problem areas.

Older drivers have problems when 1involved in driving situations requiring
quick response, full vision and interaction with other drivers. Typical
violations include failure to yield right-of-way, improper turning, 1in—
correct lane changing, passing, and entering and leaving expressways.



The older driver learned to drive during the first forty years of this
century, well before the advent of formal driy.er education programs 1in
the public school systems. The older driver that lias completed a formal
driver training course 1is the exception rather than the rule.

These individuals may experience physical changes which affect driving

abilities and attitudes. People age at different rates, so age alone is

not a fair criterion for determining driving competence. There 1is no
question, however, that driving ability can be affected by the aging

process. The gradual failure of sensory acuity associated with aging reduces
the quantity and accuracy of information capable of being processed. This

reduces the ability of the individual to respond or react to his environ—
ment with the speed and judgment current traffic often requires.

Eighty-five to ninety percent of all sensory input needed to drive comes *

via the eye. Unfortunately, as one ages the need for more illumination
increases, glare sensitivity rises, dark adaption lessens, and peripheral
vision narrows. Hearing 1loss also presents problems Cor older drivers.

It is also broadly accepted that as one ages muscles tend to weaken or
atrophy.

Primary Objective; Dy passage of this legislation, oo/ ill
create an economic incentive for older drivers to take a driver improve—

ment course and thereby 1improve their driving capabilities. This reduces
their chances of accident and accident claim filings, and creates a safer
driving environment for all . Notably, the proposed legis—

lation brings this about without cost to the state.

The older driver earns the driver improvement discount by taking a positive,
reventive step. This 1incentive discount 1is given in addition to any other
..;arketing discounts, such as for non-smokers, scat-belt wearers, those

reaching a certain age, etc.

The automobile insurance industry writes policies on accidents per age
and thus considers older drivers to be a reduced risk because of

group,
the fewer miles that they drive-. In fact, some insurance companies reduce
premiums for drivers after age 55 or 65, much the same as they do for
drivers after age 25. The issue is not whether some automobile 1insurance
companies may or may not reduce rates for older drivers as a marketing
tool. The primary 1issue is reducing accidents per mile involving drivers

age 55 and older.

Action 1in other- states: Legislation has been enacted 1in 16 states and the
District of Columbia which require all automobile insurance companies con—
ducting business in those states to provide a premium reduction Lo gradu—

ates of state-approved driver 1improvement courses. The 1list now includes:
Effective
5Llalo Discount Age Into
AR Approp. 5-20* 55+ 1901
Lrl Approp. Min. 5%* 62 1903
di: lo* on Liab. & personal 1injury Lo» 19U2
protection
DC Approp. 5-lo* 55 + 1905
FL Approp. reduction 5 ¥ 1906

ki Approp. reduction JSt- 190 1



or 0/&

-3-

Effective
Sbate Discount Age Date
IL Approp. 5-101 55+ 1902
LA Approp. 5-101 55+ 1904
MN Approp. reduction 65+ 1905
ND Approp. 0-10% 55+ 1983
NY Min. 101 on liability 16+ 1901
0K Approp. reduction 55+ 1986
RI Approp. reduction 55+ 1904
TN Approp. 8-10% 55+ 1904
TX 10% of premium 16+ 1974
VA Approp. reduction 55+ 1905
Wy Mot less than 10% of premium 60+ 1903

Many other state legislatures are considering this legislation. It is

hoped that will add this legislation to its statutes.
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CONCERNS AND RESPONSES REGARDING OLDER
DRIVER DISCOUNT LEGISLATION

Prepared by AARP"s State Legislative Committee

A. CONCERN: Since statistics seem to show drivers age 55 and older
among the safest on the road, what 1is the rationale for legisla—
tion thatwould encourage participation at a driver improvement

course?

RESPONSE: The National Safety Council finds that drivers age

55 and older have a poorer accident record, considering the numbo
of miles driven, than do drivers in their middle years. The U. 5
Department of Transportation statistics agree: older drivers are
at fault more frequently than middle age drivers 1in accidents and
violations reported by lav; enforcement officials.

11 is not enough .to consider only ago and the number of accidents.
From this Ilimited perspective one sees that drivers "5 and aider
make up 241 of the driving population, yet are involved in only
10?, of the accidents. Dut when iriving exposure 1is considered,
measured by the number of miles driven, older drivers have a
higher percentage of accidents than their population warrnnus.
Violation and accident rates per mile is higher for &ie youngest
and oldest drivers, and lower for those in the middle range.

Research shows that the aging processes that affect 1iriving jonercily
become significant when persons reach their fifties. e . 3.
Department of Transportation recommends that special consideration

be given to older drivers when driver 1improvement courses are

developed.

CONCERN: Gince a number of driver improvement courses already
exist, why aren ™ older drivers enrolling?

RESrONSE: Older drivers do enroll in driver improvement courses,
nntionwide and here 1in Many more will do so, however,

when an economic incentive is available through legislative man—
date. Experience in other states that have passed this type of

legislation has shown that most people need 1in economic Incentive
to actively seek improvement of their 1iriving skills. in of

our neighboring states, experience with thu
legislation and jf older drivers are now enrolling there.
Should enact this hill, there will bo accident: claim

reductions and fewer 1injuries and fatalities on our roads is "./oil.

C. CONCERN: tt seems *"hat >Ldor |Irivors are being sinuieu cur. :.or
ipociaili consideration. Isn*t this 1ile 1iscrinunation? dr- ir.
allow drivers of ail ago:; to par ticlpalo in my mamialL »d vnsuranc i

incentive program?



CONCERNS AND RESPONSES

Page Two
RESPONSEiT The American Association of Retired Persons is interested
in resolving problems of older persons. However, if

will pass legislation allowing discounts for all drivers attending
driver improvement courses, we would not be opposed. We have been
informed by numerous 1insurance companies and insurance trade asso—
ciations that they are against legislation involving the younger

driver. In fact they have fought against including drivers below

age 55 in many states where legislation lias been enacted for drivers
age 55 and over. This legislation does not establish a special cate—
gory of drivers 1in any discriminating sense. It simply recognises

area of need and provides an incentive to helo older drivers

an
accidents and accident ciaims.

and the insurance industry reduce

D. CONCERN: Many automobile insurance companies already offer 1is-
counts for older drivers based on accidents per age group. Would
this legislation jeopardize these discounts?

RESPONSE:

Sixteen states anu the District of Columbia have already enacted
similar legislation. The discount provided to graduates of approved
driver improvement courses 1is the last 1iiscount applied. "he auto—

mobile insurance industry writes policies on accidents per*age

group and thus considers older drivers a good risk, iuo to the fewer
miles that they drive. In fact, some Insurance companies reduce
premiums for drivers after age 55 or 63, much the same as they do

for drivers after age 25.

The goal of mandated legislation, however, 1is to provide an incentive
discount on automobile insurance premiums that encourages ciuer
drivers to take a driver improvement course and to reduce the chances
of accidents and claim filings. The driver earns the 1iiscount by
taking a positive prevention step, unrelated to any ether 1iiscount.

The discount given graduates of approved driver education courses
is given 1in addition to any other marketing discounts provided

to non smokers, seat belt wearers, those reaching -\ corta_n age,
etc. None of these marketing discounts was dropped when states

mandated this legislation.

WONCERN: Would drivers not involved 1in driver 1improvement courses
have to subsidize the discount provided to those wno complete one of

the approved courses by paying higher premiums?

RESPONSE: This ha not been the :nca in the other mnntlato * states*
In Texas where the insurance disc unu has been in *Cfect. for It
years, the phrase used by insurance jJjompnnies is hat. m* idiscount
Ls "Cully earned". Although most, states recently “Mulcted ihis
legislation, It is our belief that time will -show i iocs, hup .no
violation reduction. I*he -nsurnnce companies will save money hie



CONCERNS AND RESPONSES
Page Three

to fewer accident claim filings. As a consequence drivers not
participating in the mandated 1insurance driver improvement program
will not pay a higher premium, but will be encouraged by their
insurance companies to enroll in a driver improvement course.

C. CONCERN: Wliymust the word mandated to be 1included in the language?
Can*"t the language be changed to allow voluntary participation?

RESPONSE: Any company may provide a voluntary discount at present.

Unfortunately, few have chosen to do so. IfT ail are required to

participate, insurance companies have said that they would :o0 along.
G. CONCERN: The locislation includes the term "appropriate reduction™"

and contains a retake feature. What does this mean?

RESPONSE: The term "appropriate reduction™ wouid allow _-om.petiticn

within the insurance industry of to sec the reauction

percentage. In other words, if the oil! becomes law, no no

would dictate the terms of an "appropriate reduction"1l to ::.0 state®s

insurance industry. Each company 1in the state would ;ot tos wn

discount rate and be able to raise or lower the percent-:e acn
year based on the accident claims “mpertonce or c__oy..c_.urs tnnt
graduate from approve driver 1improvement ocurses.

Experience in other states with similar ".oars.acorn .as . cu.stracju
the competitiveness of this feature. domeantes . iv? es__etivo oy
increased refresher course discolnts as . markon:. : 0:0. .0 ttrast

new clients.

The Insurance trade associations liso feel t.:a: .any om.i.vo.oa*
graduating from an approvoii course should rotanc an -esrevo".
curriculum every two or three years. This doers inmerman 1 "™l

and also refreshes the driver on necessary skills ana tec 1 uijs
to remember.

l. CONCERN: What research 1is available -j prove driver .m.prcvemont
courses work?
RESPONSE: Numerous studies 1i”ave been conducted .ize eveil mown
courses, and the results demonstrate effectiveners. It .s worth

noting that no state has rescinded this type of . emislatr -n, inti
to romomb,,r tb.e 10 eeears™ experience _n foxas a...at nu..s .isccuniis

to be "fully -earned".

*!0 insurance industry, nowever. eensrmers Ui "
;JO limited tests that .0 not lemonstrato “etatlotion. aificancal

In their accident or violation e.e_motion -i..n.::s. rdcr ]



CONCERNS AND RESPONSES
Page Four

satisfy the insurance industry, and demonstrate “statistical
significance®", an older driver course evaluation must involve
20,000-30,000 students, randomly assigned to a control croup that
doesn®"t take the course anu a treatment group that completes the

course. Doth groups need to be followed for a period of time via
questionnaires and a sample of Department of Motor Vehicle records
must be accessed to validate self report forms. Financially anu

logistically, this has proved impossible for course developers.
The insurance industry has not been willing to initiate a study
of this size or to work with course developers.

CONCERN: Does AARP make money on its driver improvement: course?

RESPONSE: No. AARP actually subsidizes approximately _wo-thirds
of overall program costs, and charges each participant a minimal
fee to offset the balance of expenses. Sponsors® purpose eninu
driver 1improvement®™ courses, it least for the major e_eeii--::vcw:i
programs, 1is education rather than financial reward. Jfat

is-not in a position to speak conclusively for ether .ryar.rzitrc::s.

CONCERN: Why 1is it that several ei the states e.men ave gassed
this legislation have only a small percentage of ?li:ihle drivers

participating to date?

RESPONSE: Although approved courses are widely .un..ciaa , ...ey
need help from the insurance companies to notify ~ocontra-. ar-
ticipants. Automobile 1insurance companies Loin:; easiness

should be requested to notify ;heir eligible ciicy-
holders that the discount can be obtained upon completion . an

approved course.

CONCERN: How would the legislation be Implemented?

RESPONSE: In the proposed legislation, an appropriate state acer.cy
is aesignated to select the courses that will be approved for the

mandated 1insurance discount program. In most states the department
of Motor Vehicles has been selected. Program regulations mu juide-

lines are usually drawn up in consultation with jJjfficialj ci states
which have already passed similar legislation.

CONCERN: Will this legislation cost the state anything;
REEPONEE: There 1is no fiscal note for the state.

FOR FURTHER INFORMATION REGARDING 2NIS "ROGRAM VRI.E:

AARP
"raffle % Driver afoty Frogrnm

1309 = Gt.root, :i.w.
."asnir.gton, ).C . 20049
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AARP
55 ALIVE/MATURE DRIVING

Background

The AMERICAN ASSOCIATION OF RETIRED PERSONS was founded in 1958. Today the Associa-
tion is the nation's leading nonprofit, nonpartisan organization that provides a vital fellowship for men
and women age 50 and over whether they are still actively employed, semi-retired or retired.

Currently the Association's membership stands at just over 19 million and continues to grow at a rate
of 200,000 new members each month. Approximately 1 out of e”ery 3 Americanl age 50 and over
belongs to AARP. For interested members there are more than 5.000 chapters nationwide which work
for local community welfare, carry on programs to support the goals of the national organization, and
provide educational and social programs.

One of AARP’s most significant services is to inform and rally members around legislative issues
being considered by older persons.

Recop- 'zing the need to help older drivers improve their skills and prevent traffic accidents. AARP
offers 55 ALIVE/MATURE DRIVING to all motorists age 50 and over. The eight hour classroom
refresher is the first nationwide, comprehensive curriculum designed especially for the older motorist.
55 ALIVE/MATURE DRIVING is available to both Association members and non-members.

AARP’s involvement in Driver Improvement education for older Americans began in 1969. In that
year the Association commenced teaching the National Safety Council's (NSC) Defersive Driving
Course (DDC) to older Americans nationwide. The program grew dramatically each year and by 1979,
when the DDC was phased out, more than 400.000 older Americans had completed the course. In ad-
dition. the National Safety Council honored AARP as the number one civilian trainer of drivers every
year between 1969 and 1979. The ten consecutive awards cite outstanding contributions to adult driver
education.

One reason for the program’s extraordinary growth rate was he enthusiastic response from Associa-
tion members who volunteered to become instructors. More than 4,000 instructors age 50 and over
were trained by AARP during the involvement with DDC.

Beneficial as this training effort was. the DDC program had some limitations for older motorists. It
was felt that another program was needed. The DDC was not geared to compensate for the age-
related physical changes of older persons. It was designed for all drivers age 16 and over. As such,
areas which are not seen as serious problems for the older driver are given considerable emphasis.
Age-related areas of importance are not covered in detail during the DDC presentation. In developing a
specific classroom refresher curriculum for older motorists it was concluded that age-related physical
changes, declining perceptual skills, rules of the road, local driving problems and license renewal
merited prime consideration.

An additional change deemed necessary was in the manner of program presentation. Older adults
learn best and have the greatest retention rate when the opportunity to participate in the learning pro-
cess is maximized.

Convinced that older drivers should have a training program of their own, AARP decided to create
one. Data was collected from all the nation's state departments of motor vehicles, state agencies on
aging, state offices of highway safety and state departments of transportation. Along with that canvass-
ing, materials were reviewed and contributions received from Safety Councils, Associations, Univer-
sities and various agencies of the federal government. Discussions were held with many of the nation s
distinguished traffic safety educators to obtain their views regarding the needs of older drivers. During
this process a total of 12 older driver courses were uncovered that had been oovoloped since 1961.
Most were shortlived but they were examined (or their successes and failures. The result is the first
comprehensive driver education program fashioned specificaiiv to meet the needs of cider motorists.
The new program is titled 55 ALIVE/MATURE DRIVING.

Smcncan Usociaiion «f Retired Persons I'M K Street. \.W .. Washington. D.C. MW



I
Development

55 ALIVE/MATURE DRIVING concentrates on those driver education concerns important for older
Americans.

In the United States, there are approximately 45 million registered drivers age 50 and over. This
constitutes 30% of all drivers on the nation's roadways. According to U.S. Government figures this is
expected to increase significantly by 1990. It is anticipated that women drivers over age 65 will in-
crease 129% over the next five years.

Drivers over age 50 are a unique population and have specific physiological considerations and driv-
ing problems. 55 ALIVE/MATURE DRIVING is aimed at this target population. How do these individuals
compare with other age brackets in safe driving practice and incidence of accidents? In order to obtain
an accurate picture it is not enough to consider only age and number ot accidents, it is necessary to
factor in the annual number of miles driven per year. Research shows that the number of annual miles
driven by motor vehicle operators begins to decline significantly after age 55. Therefore, an important
consideration with regard to the safe driving practices and abilities of older persons is the criteria used
to determine accident involvement statistics. The record of the older driver is good wnen calculated on
the basis of accidents per driver. When the same figures are examined on the oasis of miles driven
annually a different picture emerges. This more significant and meaningful statistic highlights the
urgent need for corrective measures to re-educate older drivers.

Since older persons drive fewer miles, corrections must be made for driving exDosure. When this
factor is included in accident involvement rates, and the involvement per exposure is determined, a
U-shaped curve of accidents versus age results. Violation and accident rates per mile are higher for
the youngest and oldest drivers and lower for those in the middle ranges. Althougn one can quibble
over the exact placement of the curve, a general "U” configuration nas emerged in every maior study
undertaken during the past 30 years.

The National Safety Council reports that when the number of miles driven is taken into account,
drivers age 55 and over have a poorer accident record than drivers in their middle years.

The U.S. Department of Transportation identifies the older driver as being age 60 and older and a
group which requires special consideration in the development of driver improvement training pro-
cedures. The National Highway Safety Forecast points out that the older driver is aoiuoged at fault
more frequently than middle aged drivers, and due to the population age snifting currently underway in
America, is perhaps one of the fastest growing highway safety problem areas.

Older drivers do not commit traffic violations such as speeding, drunk driving or reckless driving to
any significant degree.

Older drivers do have problems when involved in driving situations requiring quick response, full vi-
sion and interaction with other drivers. Typical violations include failure to yield right-of-way. improper
turning, incorrect lane changing, passing, and entering and leaving expressways.

The older driver learned to drive during the first forty years of this century, well before theadvent of
formal driver education programs in the public school systems. The older driver that has completed a
formal driver training course is the exception rather than the rule.

These individuals may experience physical changes which affect driving abilities and attitudes.
People age at different rates so age alone is not a fair criterion for determining driving competence,
and there is no question that driving ability can be affected by the aging process. The gradual failure
ot sensory acuity associated with aging reduces the quantity and accuracv of information capable of
being processed. This reduces the ability of the individual to respond or react to ms environment with
the speed and judgement current traffic often requires.

Eighty-five to ninety percent of all sensory input needed to drive comes via the eve. Untonunaielv. as
one ages the need for more illumination increases, glare sensitivity rises, dark aaaotion lessens, jnd
peripheral vision narrows. Hearing loss also presents problems tor older drivers, it is also broadly ac-
cepted that as one ages muscles tend to weaken or atrophy.

Researcn shows that normal age related physical changes begin ?0 accelerate at age 55. Accidents
per mile driven begin to increase at this same age. This is tne reason we call the course 55
ALIVE/MATURE DRIVING. The course title nas nothing to do with the 55 mph -peed limit.

We accept ail motor vemcle drivers age 50 ana over pecause this .iCtion allows tne 50-54 vear old
age group 1O prepare tor tne normal age related pnvsicai changes and anticipate iccider.t oenavior it

gives them a Neaa stair



Curriculum: Edition i

The 55 ALIVE/MATURE DRIVING curriculum consists of six separate sessions. The course is given
three sessions at a time over a two day period. Each three session segment lasts four hours.

Session One: Overview

To define course content, a series of slides describes the characteristics of the driver age 55 and
over and establishes the relevance of the curriculum that will follow. Group discussion centers on driv-
ing frustrations and effects of aging on individual driving behavior.

Session Two: Physical Changes

Discussion is held on the many unrecognized but normal losses in vision, hearing and reaction time
as they relate to driving performance. The session concludes with an examination of the effects of
alcohol and medication on driving.

Session Three: Interacting with Traffic

Basic rules of driving particularly pertinent to the 55 + driver are discussed. These include right-of-
way, intersections, turning and passing. A review of the shapes, colors and types of road s gns as well
as pavement markings is featured.

Session Four: Interacting with Traffic Continued . . . and Safety Belts

A discussion of the rules of the road continues with entering and leaving freeways, parking and
backing. Safety belt usage and nonusage is considered as well as what a driver can expect if involved
in an accident while not wearing a safety belt.

Session Five: Accident Prevention Measures, Adverse Driving Conditions, Other Road Users

and Auto Maintenance

Accident prevention measures and the effect of adverse driving conditions such as night, inclement
weather and rush hour driving are considered. Discussion of other road users spotlights pedestrians,
bicycles, trucks, motorcycles, towed vehicles, and stray animals. Proper techniques for handling unex-
pected driving emergencies are reviewed. Fuel economy measures are recommended. Suggestions are
made regarding comparison shopping for automobile insurance. The proper way to maintain your
automobile is discussed.

Session Six: Perception and Course Wrap-up

A series of slides present perceptual problems likely to be encountered in various driving en-
vironments. Group discussion focuses on major driving hazards in specific driving environments. A
brief review of the previous sessions conclude the course.

Conduct Of Courses

Courses are conducted by volunteers aged 50 and over utilizing the peer concept. These volunteers
are recruited and trained by AARP in a three phase process. An Instructor Training Session provides
the overall training to ccnduct educational discussion groups and review educational learning skills. In
the second phase the Instructor's first course is conducted as a practice teaching session in that it is
monitored by the trainer. The last phase is an on-going supervision process supplemented by in-service
traming workshops held regularly. Ail of these costs are subsidized by the Association.

Each participant in 55 ALIVE/MATURE DRIVING is charged a minimal fee to help offset overall pro-
gram costs which include instructor recruitment and training, instructor out-of-pocket expenses, ongo-
ing supervisory training nationwide, and program materials and their distribution. AARP subsidizes the
remaining expenses amounting to 50%. Each Instructor volunteers his/her time and recruits sponsors
who provide a rental free facility and slide projector,

Evaluation

Between 1979 and 1981 55 ALIVE/MATURE DRIVING was subiectod to one of the most exhaustive,
independent and penetrating evaluations oi any driver education curriculum on the market today oy the
U.S. Department of Transportation.

The two-year evaluation included random assignment of participants into a control group and treat-



ment group. The control group did not take the course but filled out a series of questionnaires, at one
year intervals, on their driving behavior and attitudes: personal accident and violation data were re-
quested for the last three years. The control group also completed several knowledge tests during this
same period.

The treatment group completed 55 ALIVE/MATURE DRIVING and filled out the same questionnaires
as the control group in the same one-year intervals over a two-year perod. Project staff accessed state
DMV records on a good sample of treatment and control group members to validate the self-report
guestionnaires completed by both groups.

Evaluation staff members have been concerned from the outset that, due to reduced annual mileage
after age 55, older drivers take longer to have accidents, and it would be difficult in this limited evalua-
tion to demonstrate statistical significance in accident and violation reduction. This proved to be the
case.

Project researchers found a large and statistically significant increase in knowledge in the treatment
group that was retained during the entire evaluation period. Drivers taking the 55 ALIVE/MATURE
DRIVING course showed a trend in violation reduction: although numbering several thousand, the
evaluation participants were not large enough in numbers to demonstrate statistical significance regard-
ing accidents.

Insurance Reduction

Currently several automobile insurance companies voluntarily provide premium reductions to
graduates of 55 ALIVE/MATURE DRIVING in selectea states. In addition legislation nas Deen enacted
in 14 states and the District of Columbia which require all Automobile Insurance companies conducting
business in those states to provide a premium discount to graauatrs of state-approved Driver Improve-
ment courses. AARP’s 55 ALIVE/MATURE DRIVING is approved in every state.

The list now includes:

Effective
State Discount Age Date
AR Approp. S"OP'o 55+ 1981
CT Approp. Min. 5% 62 + 1983
DE 10% on liab. & personal injury protection 16 + 1982
DC Approp. 5-10% 55+ 1985
KV Approp. reduction 55 + 1984
IL Approp. 5-10% 55+ 1982
LA Approp. 5-10% 55+ 1984
MN Approp. reduction 65+ 1985
ND Approp. 8-10% 55 + 1983
NY Min. 10% on liability 16 + 1981
RI Approp. reduction 55 + 1984
TN Approp. 8-10% 55+ 1984
TX 10% of premium 16 + 1974
VA Approp. reduction 55 + 1985
WY Not less than 10% of premium 60 + 1983

Many other states are currently considering this mandated legislation.

We know that 55 ALIVE/MATURE DRIVING will substantially improve the driving skills of older
motorists. We’re convinced the program will help older drivers update driving knowledge, sharpen skills
and remain on the road longer. Under this program we will be able to reach out to the entire communi-
ty and offer the services to all people age 50 and over, not just Association members. As a result, a lot
more people will benefit. In fact, we believe in time the program could emerge as a national model for
traffic safety officials.

For Further Information Regarding This Program Write:

AARP

Traffic A Driver Safety Preqram
Program Department

1909 K Street, N.W.
Washington. DC 20049



