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may, however, w i t h  the C o m m i s s i o n  a p p r oval have m u l t i p l e  l o c a­

tions t h r o u g h o u t  the. S t a t e  of Alaska.

(2) S u b ject to local land use ordinances, the Commis sion 

shall b e  the sole judge of w h e t h e r  a p p rova l to c o n duct wagering 

at a s a t e l l i t e  location shall be granted.

(3) The licensee shall c o m b i n e  the pa ri- m u t u e l  pool of the 

s a t e l l i t e  locations for t h e  p u r p o s e  J determining odds and c o m­

put i n g  payoffs.

N E W  S E C T I O N  11 - S A T E L L I T E  WAGERS - 
GROSS RECEIPTS - C O M M I S S I O N  PERCENTAGE

(1) The licensee shall pay t o  the Com mis s i o n  d a i l y  for each 

a u t h o r i z e d  day of racing the foll owing a ppl icable p e rcenta ges of 

all d a i l y  gross receipts of all p a r i - m u t u e l  machine s from s a t e l­

lite w a g e r s  on all races -

(a) On a d a i l y  h andle  of one h u n d r e d  t h o u s a n d  dollars 

($100,000.00) or less, the l i c e n s e e  shall pay to the C o m m i s­

si o n  two p e r c e n t  of t h e  d a i l y  gross r eceipts of par i-mutuel 

m a c h i n e s  from s a t e l l i t e  wagers;

(b) O n  a d a i l y  h andle of one h u n d r e d  t h o u s a n d  and one 

d o l l a r s  ($100,001.00) or more, the licensee shall pay the 

C o m m i s s i o n  three p e r c e n t  on d a i l y  gross receipts ex ceeding 

o n e  h u n d r e d  thous a n d  dollars ($100,000.00).

(2) In additi on to the a m o unts set forth in subsection (l) 

of this section, the licensee shall pay d a i l y  to the Commission 

an a d d i t i o n  one percent of gross receipts on all pari-mutuel 

m a c h i n e s  from satellite w a g e r s  on e x o t i c  races.
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(3) As u s e d  in this section, e xotic races means any m u l t i­

ple wager.

N E W  SECTION 12 - S A T E L L I T E  WAGERS - 
GROSS RECEIPTS - LICENSEES PERCENTAGE

(1) The l icensee m ay retain for e a c h  authorized day of r a c­

ing t h e  f o l l owin g appli cable p e r c e n t a g e s  of all d a i l y  gross 

r e c e ipts of all p a ri-mut uel m a c h i n e s  from satellite w ager s -

(a) O n  a d a i l y  handle of one h u n dred t h o u s a n d  dollars 

($100,000.00) or less, the l i c e n s e e  shall retain seven t e e n  

p e r c e n t  of such gross receipts;

(b) On a daily h andle of one h u n d r e d  t h o usand and one 

d o l l a r s  ($100,001.00) or more, the licensee shall r e tai n 

s i x t e e n  p e r c e n t  of such g r o s s  r e c e i p t s  in excess of one h u n­

d r e d  t h o u s a n d  dollars ($100,000.00).

(2) In a d d i t i o n  to the a m o u n t s  set forth in s u b s e c t i o n  (1) 

of t h i s  section, the licensee m a y  r e t a i n  an additional four p e r­

cent of the d a i l y  gross r eceipts on all p a ri-m utuel m a c h i n e s  from 

s a t e l l i t e  w a g e r s  on exotic races.

(3) Of the amounts r e t a i n e d  in s u b s e c t i o n  (2) of this s e c­

tion, o n e - h a l f  p e r cen t shall be u s e d  to b e n e f i t  the A l a s k a  S t a t e  

Fair. T o  c a r r y  out the inte.it of this section, the state T r e a­

surer is h e r e b y  autho rized and d i r e c t e d  to create a Stat e Fair 

Fund w i t h i n  t h e  General Fund and t he Commis s i o n e r  is h e r e b y  

a u t h o r i z e d  and directed to d e p o s i t  such funds derived from this 

section  in the desi gn a t e d  State F a i r  Fund.
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(4) Of the amounts retained in s u b s e c t i o n  (2) of this sec­

tion, o n e -haif percent shall be used to b e n e f i t  t h e  Alaska cities 

a nd/or bi^cj u g h s  in w h i c h  satellite l o c a t i o n s  are established to 

c a r r y  out the intent of this section, t h e  S t a t e  T r e a surer is 

h e r e b y  authoriz ed and directed to c rea te w i t h i n  t h e  General Fund 

a M u n i c i p a l  and/or Bij^fough Satellite F u n d  and t h e  Commissioner 

is h e r e b y  authorized and directed to d e p o s i t  s u c h  funds derived 

from this section in the d e s i g n a t e d  M u n i c i p a l  and Burrough 

Sa t e llite Fund.

The funds created by subsection (3) and (4) shall be d i s­

tributed b y  the Commissioner based u p o n  a formula arrived at 

after consul t i n g  wit h representatives of A l a s k a  cities and b u r­

roughs and state fairs.

N E W  SECTION 13 - SATELLITE L O C A T I O N S  - FEES 

T h e  Comrj-'ssion is authorized to e s t a b l i s h  and collect an 

annual fee for each separate sa tellite location. The fee to be 

collected from the licensee shall be s e t  to r e fle ct the C o m m i s­

sion's e x p ect ed costs of approving, regulating, and m o nitoring 

each satel l i t e  location, provided C o m m i s s i o n  revenues generaLed) 

u n d e r  New Section 11'2) from the li censee shall b e  credited a n n u 1 , 

ally toward s the licensee's fee a s s e s s m e n t  u n d e r  this section. f

NEW SECTION 14 - S E V E R A B I L I T Y  

In case  any part of portion of t h i s  c h a p t e r  shall be held 

unconstitutional, such holding shall n o t  effect  the v a l idity of 

this c h a p t e r  as a who le or any other p a r t  or portion of this



c h a p t e r  n o t  a d j u d g e d  unconstitutional. A l l  acts and conflict 

h e r e w i t h  are h e r e b y  repealed.



S I M U L C A S T  R A C I N G  A L A S K A ,  INC.

NAME:

Bob Weel 

Bob W i l s o n  

Bob M c G r a n e  

A n d y  M i l n e r  

J o y  D o n elson  

D on R o s t r o n  

T o m  Barry 

M i k e  Stepp 

J a n e t  B o l v i n  

H y  W a l s k y  

J o h n  Bagoy

C o lleen M. G l e n n  (Daughter; 

Karl B a c h n e r  

C h u c k  J o h n s o n  

D o rothy B a rrett 

D i c k  Pope

A n i t a  S t e w a r t  - B r e c h a n  

Bob R o c k e r  

Derrall M c B i r n e y  

Bill Jone s

Y E A R S  STATE R E S I D E N C Y  

35 Years 

33 Years 

32 Years 

30 Years

26 Years

27 Years 

19 Years 

19 Years 

18 Y ear s 

14 Years 

66 Years

G e org e S u l l i v a n  66 Y e a r  Res.) 

62 Y ears 

43 Years 

42 Y e a r s  

39 Y ears 

39 Y ears 

38 Years 

37 Years 

37 Years



BILL NO: H0 2g DATE: j anuary 18) 1989

TITLE; „An Act establishing the CONTACT: Gay]e A H o r e t s k |

Alaska Racing Commission Deputy Commissioner
and authorizing parimutuel 465-4322
wagering..

Cu ><
O H 

U1
h h  House Bill 29 will legalize parimutuel betting at horse races and regulate

2  <  horse racing at sanctioned events for the purpose of allowing parimutuel
w  t/i wagering.

x
h o  Under Section 2 of the bill, the Department of Public Safety will beai h  required to run criminal history checks on certain Individuals. Because the
< j number of persons whose records must be checked Is expected to be very
c u m  small, the Department believes that this impact can be absorbed using
w  => existing staff and resources.

Q CU
The Department of Public Safety has no position on this bill.

Ar mu rE ng lT sh
Commj ssloner
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STATE OF ALASKA1989 LEGISLATIVE SESSION
No.

BILL VERSION: CS^R 29 (L&C) 

PUBLISH DATE: HOUSE 2/3/89

R E Q U E S T :
F IS C A L  N O TE

Revision D a te :_________________________________
T itle : "A n A c t  e s t a b l i s h i n g  t h e  A la s k a

R a c in g  C o m n is s io n  . . . "_____________
S ponsor: R e p r e s e n t a t i v e  L a r s o n _______
Requestor: H o u se  L a b o r  & C a rm e rc e _______

Agency Affected: . D e p artment of L a w  
B R L j . L e g a l  services______________

r n m p o n ^ K -  Operations

E X P E N D IT U R E S /R E V E N U E S : (Thousands of Dollars)

OPERATING VY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND £. STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

- u - 75.0 -0- -0- - 0 - -U-

TOTAL OPERATING - 0 - 75.0 -0- -0- -0- -0-

C A P I T A L

REVENUE

F U N D I N G :  (Thousands of Dollars)

! GENERAL FUND -0- 75.0 -0- -0- -0- -0-
FEDERAL FUNDS
CITHER
TUTAL

P O S I T I O N S :

FULL-TIME
PART-TIME
TEMPORARY

A N A L Y S I S  : (Attach a separate page if necessary)

P l ease see the a t t a c h e d  analysis.

Prepared b y : R i c h a r d  I. Pegues, flrector 465-3672

Administrative Services .")
----------------- / v

Phone • — — m
. January 18, 19ffiTDivision:  . ------  - ±,------

h~JL <=< * iJ-O **=
Approved by Commissioner: G r a c e  Berg Schaihle. A t  tv G e n e r a l  n ^ .  J a n u a r y  18, 1989 
Agency. D e p a r t m e n t  of L a w __________________________________

Distribution (by preparer ) :

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget
Impacted Agency(ies) page of



t . No. 2
fsHB 29 (L&C)* “ CONT INUAT ION  of FISCAL NOTE ANALYSIS h o u s e  2/3/89

This bill amends AS 05 by establishing the Alaska Racing 
Cccmission and by authorizing parimutuel wagering at sanctioned horse race 
events. The bill provides that the commission, and its staff, would be 
responsible for regulating all sanctioned events under a comprehensive 
regulatory scheme that covers nearly every aspect of race operations and 
wagering. It is our view that a substantial body of regulations will need 
to be drafted and adopted to carry out the purposes of this bill. We are 
therefore requesting 575,000, as a one-time expense, to handle the drafting 
effort. We believe that this is the minimum amount necessary to insure 
proper regulatory oversight, if this form of legalized wagering is
authorized in the state.

Unfortunately, we cannot predict future legal costs that may 
occur once sanctioned racing is established, because of our total lack of 
experience in this area. It is conceivable, however, that if racing
becomes well established that at least one civil attorney and one criminal 
attorney, plus support costs, could be required on a continuing basis due 
o racing activity. Because of the severe budget constraints that have 
ready been felt by the department, and because of further budget 
.ductions that may take place in FY 90, it will be necessary to request

additional funds when and if racing activities so warrant.

2 2



STATE OF ALASKA
1989 LEGISLATIVE SESSION

BILL VERSION: SCS HB 29 (C&RA)

PUBLISH DATE: _____________________

FISCAL NOTE
REQUEST:____________

Revision Date:  >V 1 1 /89_______________ Agency Affected: Public Safety
Title: "An Act establishing the Alaska BRU: Alaska State Troopers
Racing Coinmi sslon..."_________________  ________________________________

Sponsor: Representative Larson_______ Component: _____________________
Requestor: Representative Larson  ________________________________

EXPENDITURES/REVENUES: Crhousands of Dollars) (In'flaltion not Included)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT -
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL I -0- ! -0- -0- -0- -0- -0-

REVENUE 1 -6- "-15- -0- .... :.6_
-0- -0-

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL -0- -0- -0- -0- -0- -0-
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

Under Section 2 of the bill, the Department of Public Safety will be 
required to run criminal history checks on certain individuals. Because 
the number of persons whose records must be checked Is expected to be 
very small, the Department believes that this impact can be absorbed using 
existing staff and resources.

Prepared by:  Gavle A. Horetski. Deputy Commissioner Phone: 465-4322
Division: Office of tlm Commissioner Date: __4/11/89_______

Approved by Commissioner:^^ '•^Arthur English Date: 4/11/89_______
Agency: Department of Public Safety_________________

page ]_of 1
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LEGISLATIVE AFFAIRS A GENCY

M E M O R A N D U M  F e b r u a r y  27, 1989

SUBJECT:

TO:

FROM:

Off-track Gambling 
CSHB 29( )

Senator Bettye F ahr enkamp

T erri L a u t e r b a c h ^ T ^ - * ^ - 
Legislative Counsel

Enclosed is a draft of a b l a n k  CS for HB 29. It includes 
the material on o f f - track  gambling in a separate article, as 
you requested. It uses the m a t e r i a l  you submitted, w i t h  the 
following exceptions:

(1) The structure of the A laska R a c i n g  Commission as it 
already existed in KB 29 is used r a t h e r  than setting up a 
separate commis sion for the o f f - tra ck licensing.

(2) I did not use the obvi ously u n c o n s t i t u t i o n a l  5-year 
durational res idency require ment for persons who wish  to be 
licensed to hold off-track events.

(3) The attempted dedication of funds in the submitted m a­
terial has be en changed to the usual language requiring s e p­
arate ac counting for the funds and d i s c r e t i o n a r y  a p p r o­
priatio n of the funds for the desire d purpose.

I have not been able to contact Mr. Dirkin. Since you seem 
interested in h av ing a draft as soon as possible, I am s e n d­
ing it to you n o w  so that Mr. Dirkin can have the b e n e f i t  of 
the actual language in front of him if you w i s h  to have him 
review the bill.

Please let rne k n o w  if I can be of f u rther assistance.

T L : kb 
w k k 2 / 0 5 9

Enclosure



SYNOPSIS - CS IIOIJSK 15ILL. 29

1115 29 PROVIDES FOR THE ESTABLISHMENT OF AN ALASKA RACING COMMISSION AND DELINE­

ATES THE REQUIREMENTS FOR TIIF CONDUCT OF "RACK MEETS". "RACE MEETS" MEANING THE 

ACTUAL PERFORMANCE OF LIVE HORSES RACING AT A TRACK FACILITY APPROVED l$Y THE APP­

ROPRIATE STATE COMMISSION AND CONDUCTED BY A LICENSED RACE MEET OPERATOR IN ACC­

ORDANCE WITH ALL APPLICABLE LAWS AND REGULATIONS. MUCH INFORMATION HAS ALREADY 

BEEN AVAILABLE ON THIS SECTION OF THE BILL SO THIS REPORT WILL CONCENTRATE MORE 

FULLY ON THAT PORTION OF THE BILL COMMENCING WITH ARTICLE 3, "OFF TRACK EVENTS".

THIS "OFF TRACK EVENTS" LEGISLATION IS SIMILAR TO THAT WHICH IS NOW IN EXISTENCE 

IN SOME 35 S T A T E S . IT ALLOWS AN "OFF TRACK EVENT" LICENSEE TO PROVIDE FOR THE 

PUBLIC, SUBJECT TO THE RULES AND REGULATIONS PROMULGATED BY THE COMMISSION, FAC­

ILITIES WHEREIN ONE CAN WATCH LIVE RACING FROM STATES SUCH AS WASHINGTON AND CALI­

FORNIA MUCH IN THE SAME MANNER AS YOU VIEW YOUR TELEVISION AT HOME. THE THREE 

MAIN DIFFERENCES BEING (I) THE TELEVISION SCREENS WOULD BE LOCATED IN A SEPERATE 

BUSINESS FACILITY SIMILAR TO A RESTAURANT LOUNGE. (2) THE TELECAST WOULD BE VIEW­

ED SIMULTANEOUSLY WITH ITS HAPPENING AT THE ORIGINATING RACE TRACK THROUGH THE 

TECHNOLOGY OF SATELLITE COMMUNICATIONS AND, (3) ONE WOULD BE PERMITTED TO MAKE 

WAGERS ON THE OUTCOME OF EACH RACE WITH ALL WAGERS REGISTERED INTO AND ALL PAYOFFS 

DETERMINED BY SOPHISTICATED COMPUTER SYSTEMS DESIGNED SPECIFICALLY FOR SUCH PUR­

POSE, EXACTLY AS ONE WOULD PARTICIPATE WERE HE/SHE ACTUALLY AT THE RACE TRACK.

LICENSEE'S SHARE

THE LEGISLATION DIRECTS THAT A MAXIMUM OF 17% OF THE DAILY GROSS RECEIPTS BE 

RETAINED BY THE LICENSEE FOR COSTS OF OPERATION AND PROFIT. THIS, COUPLED WITH 

THE 3% PROVIDED FOR STATE TAXES ASSURES A RETURN OF 80% TO THE PARTICIPANTS.

STATE REVENUE

THE LEGISLATION DIRECTS A DAILY MUTUEL TAX ON "OFF TRACK EVENTS" OF 2% OF THE 

FIRST $100,000 OF WAGERING AND 3% OF WAGERING IN EXCESS OF $100,000. ADDITIONALLY, 

1% OF ALL EXOTIC (MULTIPLE WAGERS ie., DAILY DOUBLE, EXACTA, QUINELLA, PICK SIX, 

ETC.) WAGERING. ALL PAYMENTS ARE REMITTED ON A DAILY BASIS. ESTIMATED FISCAL 
IMPACT ON THE STATE OF ALASKA IS:

TOTAL DAILY HANDLE $150,000 

27, TAX ON $100,000 $2,000 per clay

3% TAX ON 50,000 1,500 per day

1% TAX ON EXOTIC RACES 60,000 600 per day

(EXOTICS COMPRISE 40% OF TOTAL

HANDLE BY NATIONAL AVERAGE) $4,100 per day

ANTICIPATED DAYS OF OPERATION 300

$1,230 ,000 PER YEAR

ADDITIONAL REVENUES WILL BE REALIZED FROM ADMISSION TAXES, FOOD AND BEVERAGE 
TAXES, AND CORPORATION INCOME TAX.

EMPLOYMENT

THE CREATION OF 30 TO 50 NEW JOBS IS CONTEMPLATED, DEPENDING ON THE DEGREE OF 

PUBLIC ACCEPTANCE.

ADDITIONAL BENEFICIAL CONSIDERATIONS 

BENEFIT TOURISM EFFORTS BY PROVIDING RECREATION AND ENTERTAINMENT OPTTO.'S.

PROVIDE ENTERTAINMENT TIE-IN WITH SPORTS COMPLEX DEVELOPMENT PROPOSED AT 

EAGI.E RIVER AND HATCHER PASS AS WELL AS ALYESKA.

COULD BE USED AS A NETWORK TO SIMULCAST PALMER AND OTHER FAIRGROUND RACES 

THROUGHOUT ALASKA BENEFITING THE FAIR CIRCUIT WITH ENHANCED PARIMUTUEL HANDLE.

COULD BE ADAPTED TO INCLUDE FUR RENDEZVOUS, FAIRBANKS ICE CARNIVAL, AND IDITAROD 

DOG RACES FOR THE PURPOSE OF DEVELOPING PURSE MONEY.

"nil IhAcK EVEN I " FAC 11 I'l Y - BELLINGHAM, WA.
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S H O W C A S E  

1 9 8 9

Wildwood
Willie

Bring Your Lucky Charm.. .
Because this year, in addition to good food and 
good company, we'll be holding a stallion 

seasons drawing at our yearly showcase. All you 
have to do is be on hand for the food and fun and 
you'll be eligible to win a 1990 breeding season to J 
CAPT. DON, AURIUM, BABY CHILE, LOCUSTj 

BAYOU, or HANDSOME ONE.

P l a c e :  W i l d w o o d  F a r m  

D a t e :  S u n d a y ,  O c t o b e r  1 s t  

T i m e :  N o o n  ' t i l l  5 : 0 0  p . m .  

L u n c h :  S a l m o n  B a r - B - Q u e
Served at 12:00 noon

w  Y o u r  H o s t s :  B i l l  &  B a r b a r a  B l a c k

W i l d w o o d  F a rm  S t a l l i o n s  f o r _ 1 9 9 _g 
AURI'JM

(Mr. Prospector x Barely Even, by Creme dela Creme) 
BABY CHILE 

(Medaille D'or x Sunny Ruler, by Sir Ruler) 
CAPT. DON 

(Don B. x Gay Millie, by My Host)
FAMILY PHYSICIAN 

(Dr. Fager x Look Ma, by Native Dancer) 
GALLANT BEST 

(Best Turn x Gallant Fashion, by Gallant Man) 
H A N D S O M E  ON E  

(Cougar II x She's Beautiful, by On-and-On) 
HOLY W A R  

(Damascus x Kingsland, by Bold Ruler) 
LOCUST BAYOU 

(Majestic Prince x Mvrtlewood Beauty, by Never Bend) 
' PIRATEER 

(Roberto x Joans Paris, by Chieftain)

t l d w o o d  F a r m
2 3 26 N. Happy Valley Rd . Oak Harbor, W A  98277 * (206) 679-3474

3reedlng •  Boarding •  Lay Ups •  Sales Preparation •  Breaking & Training



W i l d w o o d  F a r m  F e a t u r e s . . .

B r e n k i n n & T ra in in g
Horses of all ages in our all-weather 75- 
stall barn, complete with indoor 66' x 120' 
arena, surgery room and 6-horse over­
head walker. Make an appointment now 
for sets beginning in October, November 
or January.

F u ll S a f e s  P r e p a r a t io n  
& J i e p r e $ e n t i i t i Q n

Bill Black will be available to discuss either 
buying or selling in California, Kentucky, 
Washington, Flordia, etc.
NOW ACCEPTING CONSIGNMENTS 

FOR THE 
W.T.B.S.C. WINTER MIXED SALE.

A S K  A B O U T  

W I L D W O O D  F A R M  

R A C I N G  S Y N D I C A T E S

We are now in the process of 

form ing several 

syndicates for next year’s 

racing season.

W i l d w o o d  F a r m  S t a l l i o n s  f o r  1 9 9 0
A U R I U M
A son of MR PROSPECTOR, out of 

$300,604 slakes winner BARELY EVEN Irorn 
one of America's most productive female fami­
lies. Dam of lour slake winners, including 
Grade One Juvenile winner ONE OF A KLEIN. 
AURIUM oilers Washington breeders a chance 
to breed to one ol North America’s best bred 
sons ol MR. PROSPECTOR. MR. PROSPEC­
TOR, the world's leading sire in 1908, is also 
the sire of the 7lh leading sire FAPPIANO, and 
current leading sires MISWAKI, MAEVUS (sire 
ol undefeated 2YO sensation KING GLORI­
OUS, DISTINCTIVE PRO, and CONQUISTA­
DOR CIELO.
Property of a syndicate.

B A B Y  C H I L E
Stakes winner and GR-3 stakes placed of 

$109,910 by champion MEDAILLE D'OR. Half 
brother to MORPHY (SP $116,786.) and to 
WELL CONTENT, dam of SW TWO TIM IN 
TONY. BABY CHILE brings to the Northwest 
the blood of the great chapion and triple crown 
winner SECRETARIAT and the champion race 
mare and great producer FANFRELUCHE, 
who is by NORTHERN DANCER.
BABY CHILE will stand his firs! full season 

in 1990.
Property of Kelly Bensley.

C A P T .  D O N
A versatile multiple SW of 17 races and 

$353,723. CAPT. DON'S progeny have proven 
themselves against high-quality competition 
going both short and long. Sire of 1988 3YR 
old filly of the year NIFTY MISTY DAWN, (SW 
$99192), HOLDER ME (SW $100,00) and 
CASH BUYER (SW $32,000). In 1989, he has 
out produced the stakes horse CAPT. DON C. 
and the good 3YR old sprinter SMOKING 
Cr OWE.
F roperty of a syndicate.__________________

G A L L A N T  B E S T
Sire ol champion sprinter and 1988 Horse of 

the Year GALLANT SAILOR, REVE DU CHAM­
PION (Champion 2YR old, 3YR old and Horse of 
the year iri British Columbia) arid SW’s 
DONALDA, LET'S CALL IT RONI and KELLER 
SPECIAL. His 12 2YR olds winners ranked him 
as Washingtons leader and tvs $743,600 ranked 
him 2nd in total monies won I -r 1988 with only 
four crops to race. In 1989, he currently ranks 
3rd (7-9-89) in total monies won. His good 3YO 
ond coll CAPT. QUICKSILVER just ran 2nd, 
beaten a neck in the $100,00 Canadian Derby. 
Properly of a Syndicate.

H A N D S O M E  O N E
By year end Champion and sire of Kentucky 

Derby winner GATO DEL SOL (winner of 
$1,340,107). HANDSOME ONE proved a major 
winner of stakes and $387,575. Soundness and 
durability were his hallmarks as he raced from 
two through seven winning or placing in 26 races 
while competing against top-flight competition in 
Southern California at Sana Anita and Hollywood 
Park. A half-brother to Gr.l SW and sire 
FORCETEN, HANDSOME ONE’S first foals are 
2YR olds in 1989 and are a sharp group.
Properly of a Syndicate.

H O L Y  W A R
Sire of 1989 SW and track record holder (6 

furlongs 1:07.3, Golden Gate), AMBESSA (SW 
$111,483), DO RIGHT BY DUDLEY (SW 
$147,311) and LAND WAR, (SW $21,777). In 
1988, HOLY WAR sired Horse of the Meet at 
Playfair, IWILLGETUINTHEEND (SW $62,772) 
and SW STREEI WAR. While ending the year 
9th in total monies won. His 2YR olds in 1988 
won $129,558, ranking him 3RD on the Juvenile 
list. In 1989, HOLY WAR is currently in the top 
15 on the leading sires list for money won, 
number of winners and lifetime sires of Juveniles. 
Propery of a Syndicate.____________________

L O C U S T  B A Y O U
By Kentucky Derby winner and Champion Sire 
MAJESTIC PRiNCE (by RAISE A NATIVE). 
LOCUST BAYOU was a consistent stakes 
winner, winning or placing in 9 ot 12 starts at 
2,3, and 4. From one ol Ameriu's qreat sire 
lines and stemming from the founda;,,."« mare 
MYRTLEWOOD. LOCUST BAYOU has 
pedigree, race record, and conformation, 
necessary ingredients to become a sucossful 
sire. His first foals are yearlings of 1989 and are 
very good lookers 
Properly of Loblolly Stable.

P I R A T E E R
Sire of SARATOGA PASSAGE, Washington's 

all time leading money earner of $653,712, 
Champion 2 year old and Horse of the year in 
1987, Washington's only Gr.l winning colt, hav­
ing won the Gr I Norllok as a two year old and 
the Gr. I Eddie Read Handicap as a 4 year old. 
LAFEET LAFAST is a stakes winner who now 
has earned $123,000 and ulso the good fillies 
PIRATE ANNIE ($123,500) and VELVETEEN 
($139,025). In 1989, he currently ranks 7th (7- 
9-89) in total monies won and in the top 20 in 
number of winners.
Pioperty of a Syndicate.
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IN THE SENATE

SENATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Acl authorizing off-track parimutuel racing as

charitable gaming."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 05.15.060 is amended by adding a new paragraph to read:

(13) the determination of the percentage of total wagers in 

an off-track parimutuel wagering event that must be distributed to the 

holders of tickets on winning horses or combinations of horsesj the 

department may differentiate between the total wagers involving com­

binations of horses and the total wagers involving a single horse, and 

may authorize the permittee or operator to retain breakage not to 

exceed 20 percent of the total pool in a race.

* Sec. 2. AS 05.15.100(a) is amended to read:

(a) The commissioner may issue a permit to a municipality or

qualified organization. .The permit gives the municipality or quali­

fied organization the privilege of conducting bingo, raffles and 

lotteries, pull-tab games, ice classics, rain classics, goose clas­

sics, mercury classics, salmon classics, dog mushers' contests, fish 

derbies, off-track parimutuel wagering events, and contests of skill.

* Sec. 3. AS 05.15.115(c) is amended to read: *

(c) A permittee may not contract with more than one operator at

a time to conduct the same type of activity. For the purposes of this

subsection, bingo games, raffles, lotteries, pull-tab games, ice 

classics, rain classics, goose classics, mercury classics, salmon 

classics, dog mushers' contests, fish derbies, off-track parimutuel

-1 -



wagering, contests of skill, and all activities permitted under 

AS 05.15.100(b) are each a different type of activity.

* Sec. 4. AS 05.15.128 is amended by adding a new subsection to read:

(c) Except as provided in this subsection, subsections (a) and

(b) of this section do not apply to the extent an operator is conduct­

ing off-track parimutuel wagering on behalf of a permittee. The 

department shall adopt regulations specifying the percentage of 

adjusted gross income from off-track parimutuel wagering that an 

operator must pay to a permittee. The department shall revoke t' a 

license of an operator who fails to comply with these regulations for 

two consecutive quarters. The operator may appeal the revocation as 

provided in (b) of this section.

* Sec. 5. AS 05.15.160(a) is amended to read:

(a) The only expenses that may be incurred or pai i in connection 

with the operation of an activity under a permit issued under this 1 
chapter are bona fide expenses reasonably necessary for

(1) goods, wares, [AND] merchandise, and, in the case of 

off-track parimutuel wagering, televising rights, necessary for the 

operation of the activity)

(2) personal services involved with the operation of the 

activity, including those performed by

(A) an employee of the permittee; or

(B) an operator hired by the permittee to conduct the 

activity if the compensation is not relatqd to the receipts from 

the activity.

* Sec. 6. AS 05.15.180(a) is amended to read:

(a) Except as provided in AS 05.15.100(b), this chapter does not 

authorize the use of playing cards, dice, roulette wheels, coin­

operated instruments or machines, or other objects or instruments

-2 -
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used, designed, or intended primarily for gaming or gambling or any  

other method or implement not expressly authorized by the commission- 

e r . Equipment for the proces'iing of parimutue 1 wafers m a y be used in 

off-track parimutuel wagerln ^

* Sec. 7. AS 05.15.180(d) is amended to read:

(b) With the exception of raffles, lotteries, bingo games, pull- 

tab games, rain classics, goose classics, mercury classics, salmon 

classics, off-track parirou'ruel watering, and other activities author­

ized under AS 05.15.100(b), an activity may not be licensed under this 

chapter unless it existed in the state in substantially the same form 

and was conducted in substantially the same manner before January 1, 

1959.

* Sec. 8. AS 05.15.180(f) is amended to read:

(f) A person under the age oi 19 years may not play a bingo game 

or engage in off-track parimutuel wagering.

* Sec. 9. AS 05.15.180(g) is amended to read:

(g) A municipality or a qualified organization may award a 

maximum of $ 1 ,000,000 in prizes each year in activities authorized 

under this chapter; however, if a municipality or a qualified organi­

zation contracts with an operator to conduct on its behalf activities 

authorized under this chapter, the municipality or qualified organiza­

tion may aw-.rd a maximum of $500,000 in prizes each year. In this 

subsection^ "activities authorized under this chapter" means all 

activities subject to this chapter other than bingo and off-track 

parimutuel wagering.

* Sec. 10. AS 05.15.210 is amended by adding new paragraphs to read:

(35) "breakage" means the odd cents by which the amount 

payable on each dollar wagered in an off-track parimutuel wagering 

event exceeds a multiple of 10 cents;
-3-



(36) "off-track parimutuel wagering" means a form of wager­

ing on the outcome of horse races shown by closed-circuit television 

at a location different from the location where the race takes place 

in which those who wager personally purchase tickets of various denom­

inations on a horse or combination of horses and all wagers for each 

race are pooled and held by the race televisor for distributioni when 

the outcome of the race has been decided, the race televisor distrib­

utes a percentage of the total wagers, according to regulations 

adopted by the department, to the holders of tickets on the winning 

horses or combination of horses.
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I'Oi: AN ACT I.Mi l'l LCD: "AN ACT AUTHOR 1 2. IMG OIT TRACK I'AKIMUTUKL IIOKMK

RACING AS CIIAKITAHLIi GAMING."

Uli IT FNACTKD I’.Y Till: I KG INLATUKK OF T UG STATU O F  A1.ASKA:

* Meet ion 1. AS 03.13.020 is ;ime:idfd by .‘Killing a new subsection:

c . A par j unit lie I operator shall pay a lee to tin:'. Du par tjnont of

12 ol tlie g ross receipts. The loe_.shall bo paid every four w e e k s 

or at’ the Lime of a ny change of a u t h o r izing p e r m i t t e e .

* Section 2. AS 03.13.100 (a) is amended to road:

(a) The Commissioner may issue a permit to a Municipal i ry or qualified

organ i /.at ion. The perm it gives the Municipality or qualified organization

the privilege of conducting bingo, raffles and lotteries, pull-tab games, 

ice classics, dog mushers contests, fish derbies, o f 1 -track T horoughbred 

horses. Standard bred and Q u a r ter h o r ses race parimutuel wagering events 

and contests of skill.

* Section j AS 03.13.115 (c) is amended to rend:

(c) A permittee may not contract wit h  more than one operator at a time 

to conduct, the same type of activity. For the purposes of this subsection, 

bingo games, raffles, lotteries, pull-tab games, ice classics, dog mushers 

contests, fish derbies, off-track Thoroughbred horsc$_, Standard bred and 

Quarter horses race parimutuel w age r i n g, contests of skill, and all a c tivi­

ties permitted under AS 03.13.100 (bl are each a different type of activity.

* Section A AS 05.i5.12S is amended by adding a now subsection to read: 

to) I'y.eepl as p n  vfiled_in_t hi.s s u b s e c t i o n , .subsections (a) and (h) of

t h is section do not apply to the e xtent an ope r a t o r is c o n d u c ting ofl'-track 

ilyorougnbreil h o r s e s , Standard bred and Q u a r t e r horses race p a rimut u e l w a g e r­

ing o n he ha 11 of per nil t to e..

1. A parijimtue 1 operiitov licensee slia.ll. pay to each a u t h o r i_y,isig_per- 
:nitl.ee two (2) pere>.-nt of aj 1 daily gross rece Lpts or tliirty (30) percent: 

o f the net pro f i t , whichever is g r e a t e r .

2. A pariniutuc 1. o p e r ator licensee shall rep lace the authorizing p e r­

mit lye every four weeks or at any time the gross rece i p ts for any a u th o r iz­

ing permit.tee reaches $'3,000,000, wliic'never o c c urs first.

11. A parimutuel operator licensee may retain from daily gross receipts:

a. US percent of ail daily gross receipts

b. An additional 5 percent of gross receipts from

multiple wagers

The Peparcmont shall revoke the license of an operator w ho fails to com­

ply with these regulations for two coiv.ccuti.ve quarters. Thu operator may 

appeal the revocation as provided in ib) of this section.

* Section 5 AS 05.15 1 (>0 (a) is amended to read:
(a) The only expenses that may he incurred or paid in connection with 

Lite operation of an activity under a pinnit issued under this chapter are bona 

fide expenses re.i .mi in I v necessary for

(1) g o o d s , wares, (.. a!) ir.oiaa.mili.se, and, in l.I.a . of of f-Lr.ick 

Thoruuv,!m_re:i borsu: . Standard bred and 0 s i r ter h o m e s  race pari mu Luc* I w a t e r­

ing , television r i g h t s , necessary for |;!ie uperatLon of I lie activity

(2) personal services involved with the operation of the activity,

inciudin- those performed by

(A' an enplc ce of i ’no pei’tuit L e e : or

' «>' an operator hired b> the p< rmittce to eouduel. the

activity 1.1 the iompons.it ie n i: not related to. the 

receipt from t K  act ivity.
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* S e c t io n  (> AS 05 .15 .1H 0  (A) i.s amended Lo ire,id:
(a) Except as  provided  La AS 0 5 .1 5 ,1 0 0  (I)), t h i s  c h a p te r  doe;; not  

a u t h o r iz e  the  use o f  p la v in g  c a r d s ,  d i c e ,  r o u l e t t e  w h e e l s ,  c o in  o p era ted  i n ­
s tru m en ts  or machine.1;, • >r o th e r  o b j e c t s  or  in stru m en ts  u sed , d e s ig n e d ,  or  
in te n d ed  p r im a r i ly  Lot gaming or gambling or any o th e r  method or  implement  
not e x p r e s s l y  an :h or ixed  by the Commissi urn; r . Equipment for_ they p r o c e ss  ing  
o f  parim utuel wagers may be used in o P f-tracU  Tliorouglibred h o r s e s ,  S ta ndard 
bred and Quar t e r  h o rses  race parim utuel wage r in g .

* S e c t io n  7 AS 0 5 .1 5 .  180 (b) i.s amended to  read:
(b) With the e x c e p t io n  o f  r a f f l e s ,  l o t t e r i e s ,  b ingo ga irzs , p u l l -  

tab games, l a i n  c l a s s i c s ,  goose  c l a s s i c s ,  mercury c l a s s i c s ,  salmon c l a s s i c s ,  
o f f ' t r a c k  Tliorouglibred h o r s e s ,  Stand ini bred ;uid Quarter h o r se s  race  parimutuel,  
wagering, and o th e r  a c t i v i t i e s  a u th o r is e d  under AS 0 5 .1 5 .  100 ( b ) , an a c t i v i t y  
may not be l i c e n s e d  under t h i s  c h a p ter  u n le s s  i t  e x i s t e d  in  the  S t a te  in  sub­
s t a n t i a l ,  ly the  same form and was conducted in  s u b s t a n t i a l l y  the  same manner
b e fo r e  January 1- 1039.

* See Li on 8 AS 0 3 .1 5  180 ( f )  i s  amended to  read:
(!') A person  under the age o f  21 y e a r s  may not p la v  a b ingo game 

or engage in o f f - t r a c k  Thoroughbred h o r s e s ,  Standard bred and Quarter  ho r s e s 
race_ pa_r i mu t uni wage r ni g .

* S e c t io n  9 AS 05 .1 5  IH0 (g) i s  amended to  read:
(g )  A M u n ic ip a l i ty  or a q u a l i f i e d  o r g a n iz a t io n  may award a maximum 

o f  $ 1 ,0 0 0 ,0 0 0  in p r i z e s  each year in  a c t i v i t i e s  a u th o r iz e d  under t h i s  c h a p te r ;  
how ever, i f  a M u n ic ip a l i ty  or  a q u a l i f i e d  o r g a n iz a t io n  c o n t r a c t s  w ith  an o p e r a ­
tor  to  conduct on i t s  b e h a l f  a c t i v i t i e s  a u th o r iz e d  under t h i s  c h a p t e r ,  the  
M u n ic ip a l i ty  or q u a l i f i e d  o r g a n iz a t io n  may award a maximum o f  $500 ,000  in  
p r iz e s  each year . In t h i s  s u b s e c t i o n ,  " a c t i v i t e s  a u th o r iz e d  under t h i s  chap ter"  
means a l l  a c t i v i t i e s  s u b j e c t  to  t h i s  c h a p ter  o th e r  than bingo and o f f - t r ack 
Thoroughbred h o r s e s ,_ Sianduvd_bred and Qu a r ter  h o r se s  race  pa r im u tu e l  w a g e r in g .

•<> S e c t io n  10 AS 0 5 .1 5 .  !>J0 i s  amended by adding new paragraphs to  read:
(35) "breakage" means the odd c e n t s  by which the amount payab le  on 

each  d o l l a r  wagered in an o f i - L r a e k  parimutueL w agering  even t  e x c e e d s  a m u l t ip le  
o f  10 e e i l l s ;

(36) "iil i'-t rack parim utuel w agering" means a form o f  w ager ing  on 
the  outcome o l  borne r a ces  shown by . lo se d  c i r c u i t  t e l e v i s i o n  a t  a . lo c a t io n  
d i f f e r e n t  from the kic.iL.iou where the race  ta k e s  p la c e  in  which th o se  who 
wager p e r s o n a l ly  purchase t i c k e t s  o f  v a r io u s  donomi.nati.ons on a horse  or com­
b i n a t io n  o f  h o r se s  and .'.II wagers for each race are poo led  and h e ld  by the  
race t e l e v i s o r  for d i s t r i b u t i o n ;  when the  outcome o f  the  race  has been d e c i d ­
e d ,  th e  race  t e l e v i s o r  d i s t r i b u t e s  a p e r s e n ta g e  o f  the t o t a l  wagers Lo the  
h o ld e r s  o f  l i e h c i s  on the w inn ing  h o r s e s  cn com b ination  o! h o r s e s .
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IN T H E  S E N A T E

S E N A T E  B I L L  NO.

IN T H E L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  o f f - t r a c k  p a r i m u t u e l  r a c i n g  as

c h a r i t a b l e  g a m i n g . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  0 5 . 1 5 . 0 6 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(13) the d e t e r m i n a t i o n  of th e p e r c e n t a g e  of  t o t a l  w a g e r s  in 

a n  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  e v e n t  t h a t  m u s t  b e  d i s t r i b u t e d  to the 

h o l d e r s  o f  t i c k e t s  o n  w i n n i n g  h o r s e s  o r  c o m b i n a t i o n s  o f  h o r s e s ;  the 

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

b i n a t i o n s  o f  h o r s e s  a n d  the t o t a l  w a g e r s  i n v o l v i n g  a s i n g l e  h o r s e ,  and 

m a y  a u t h o r i z e  the p e r m i t t e e  or  o p e r a t o r  to r e t a i n  b r e a k a g e  n o t  to 

e x c e e d  2 0  p e r c e n t  of the t o t a l  p o o l  in a race.

* Sec.  2. AS 0 5 . 1 5 . 1 0 0 ( a )  is a m e n d e d  to r ea d:

(a) T h e  c o m m i s s i o n e r  m a y  i s s u e  a p e r m i t  to a m u n i c i p a l i t y  or 

q u a l i f i e d  o r g a n i z a t i o n .  T h e  p e r m i t  g i v e s  the m u n i c i p a l i t y  or  q u a l i ­

f i e d  o r g a n i z a t i o n  th e p r i v i l e g e  o f  c o n d u c t i n g  bin go , r a f f l e s  a n d 

l o t t e r i e s ,  p u l l - t a b  ga me s , ice c l a s s i c s ,  r a i n  c l a s s i c s ,  g o o s e  c l a s­

sics, m e r c u r y  c l a s s i c s ,  s a l m o n  c l a s s i c s ,  d og  m u s h e r s 1 c o n t e s t s ,  f i s h  

d e r b i e s ,  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  e ve n ts , a n d  c o n t e s t s  of  sk il l .

* Sec. 3. AS 0 5 . 1 5 . 1 1 5 ( c )  is a m e n d e d  to r ea d:

(c) A  p e r m i t t e e  m a y  not  c o n t r a c t  w i t h  m o r e  t h a n  on e  o p e r a t o r  at 

a time  to c o n d u c t  the same type of  a c t i v i t y .  Fo r the p u r p o s e s  of this 

s u b s e c t i o n ,  b i ng o games, r a f f l e s ,  l o t t e r i e s ,  p u l l - t a b  games, ice 

c l a s s i c s ,  r a i n  cla ss i cs , g o o s e  c l a s s i c s ,  m e r c u r y  c l a s s i c s ,  s a l m o n  

c l a s s i c s ,  d og  mu sh er s'  c o n t e s t s ,  f i s h  d e r b i e s ,  o f f - t r a c k  p a r i m u t u e l



w a g e r i n g , c o n t e s t s  of sk i ll , a n d  all a c t i v i t i e s  p e r m i t t e d  u n d e r  

A S  0 5 . 1 5 . 1 0 0 ( b )  are  e a c h  a d i f f e r e n t  ty p e o f  a c t i v i t y .

* Sec. 4. A S  0 5 . 1 5 . 1 2 8  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e ad :

(c) E x c e p t  as p r o v i d e d  in t h i s  s u b s e c t i o n ,  s u b s e c t i o n s  (a) and

(b) o f  t h i s  s e c t i o n  do n o t  a p p l y  to the e x t e n t  an o p e r a t o r  is c o n d u c t­

in g  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  o n  b e h a l f  of a p e r m i t t e e .  T h e  

d e p a r t m e n t  s h al l a d o p t  r e g u l a t i o n s  s p e c i f y i n g  t h e  p e r c e n t a g e  of 

a d j u s t e d  g r o s s  i n c o m e  f r o m  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  t h a t  an

o p e r a t o r  m u s t  p a y  to a p e r m i t t e e .  T h e  d e p a r t m e n t  s h a l l  r e v o k e  the 

l i c e n s e  o f  an o p e r a t o r  w h o  f ai ls  to c o m p l y  w i t h  t h e s e  r e g u l a t i o n s  for  

two c o n s e c u t i v e  q u a r t e r s .  T h e  o p e r a t o r  m a y  a p p e a l  th e r e v o c a t i o n  as 

p r o v i d e d  i n  (b) of  this s e c t io n.

* Sec. 5. A S  0 5 . 1 5 . 1 6 0 ( a )  is a m e n d e d  to read:

(a) Th e o n l y  e x p e n s e s  that  m a y  b e  i n c u r r e d  or p a i d  in c o n n e c t i o n  

w i t h  t h e  o p e r a t i o n  of  a n  a c t i v i t y  u n d e r  a p e r m i t  i s s u e d  u n d e r  this 

c h a p t e r  a r e  b o n a  fide  e x p e n s e s  r e a s o n a b l y  n e c e s s a r y  fo r

(1) goo ds , w a r e s ,  [AND] m e r c h a n d i s e , and, in t h e  c a s e  of 

o f f - t r a c k  p a r i m u t u e l  w a g e r i n g ,  t e l e v i s i n g  ri g hts , n e c e s s a r y  f o r  the

o p e r a t i o n  of  the ac ti v i t y ;

(2 ) p e r s o n a l  s e r v i c e s  i n v o l v e d  w i t h  the o p e r a t i o n  o f  the 

a c t i v i t y ,  i n c l u d i n g  t h os e p e r f o r m e d  b y

(A) an e m p l o y e e  of  the p e r m i t t e e ;  or

(B) an o p e r a t o r  h i r e d  by the p e r m i t t e e  to c o n d u c t  the

a c t i v i t y  if the c o m p e n s a t i o n  is no t  r e l a t e d  to the r e c e i p t s  f r o m  

the a c t i v i t y .

* Sec. 6 . A S  0 5 . 1 5 . 1 8 0 ( a )  is a m e n d e d  to read:

(a) E x c e p t  as p r o v i d e d  in A S  0 5 . 1 5 . 1 0 0 ( b ) ,  this c h a p t e r  d o e s  no t  

a u t h o r i z e  the u s e  of p l a y i n g  c a r d s ,  dice, r o u l e t t e  w h e e l s ,  c o i n­

o p e r a t e d  i n s t r u m e n t s  or 'machines, or o t h e r  o b j e c t s  o r  i n s t r u m e n t s



used, d e s i g n e d ,  or i n t e n d e d  p r i m a r i l y  f o r  g a m i n g  or g a m b l i n g  or a n y  

o t h e r  m e t h o d  o r  i m p l e m e n t  n o t  e x p r e s s l y  a u t h o r i z e d  by the c o m m i s s i o n­

er. E q u i p m e n t  f o r  the p r o c e s s i n g  o f  p a r i m u t u e l  w a g e r s  m a y  be  u s e d  in 

o f f - t r a c k  p a r i m u t u e l  w a g e r i n g .

* Sec. 7. A S  0 5 . 1 5 . 1 8 0 ( b )  is a m e n d e d  to re ad:

(b) W i t h  th e e x c e p t i o n  of r a f f l e s ,  l o t t e r i e s ,  b i n g o  gam es,  p u l l -  

tab g a m e s ,  r a i n  c l a s s i c s ,  g o o s e  c l a s s i c s ,  m e r c u r y  c l a s s i c s ,  s a l m o n  

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

ized u n d e r  A S  0 5 . 1 5 . 1 0 0 ( b ) ,  an a c t i v i t y  m a y  n o t  be  l i c e n s e d  u n d e r  t h i s  

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

a n d w a s  c o n d u c t e d  in s u b s t a n t i a l l y  the s a m e  m a n n e r  b e f o r e  J a n u a r y  1, 

1959.

* Sec. 8 . A S  0 5 . 1 5 . 1 8 0 ( f )  is a m e n d e d  to r e a d:

(f) A  p e r s o n  u n d e r  the ag e o f  19 y e a r s  m a y  n o t  p l a y  a b i n g o  g a m e

or e n g a g e  in o f f - t r a c k  p a r i m u t u e l  w a g e r i n g .

* Sec. 9. A S  0 5 . 1 5 . 1 8 0 ( g )  is a m e n d e d  to re ad:

(g) A  m u n i c i p a l i t y  o r  a q u a l i f i e d  o r g a n i z a t i o n  m a y  a w a r d  a 

m a x i m u m  o f  $ 1 ,0 0 0 , 0 0 0  in p r i z e s  e a c h  y e a r  in a c t i v i t i e s  a u t h o r i z e d  

u n d e r  this c h a p t e r ;  h o w e v e r ,  if a m u n i c i p a l i t y  or a q u a l i f i e d  o r g a n i­

z a t i o n  c o n t r a c t s  w i t h  a n  o p e r a t o r  to c o n d u c t  on it s b e h a l f  a c t i v i t i e s  

a u t h o r i z e d  u n d e r  th is  c h a p t e r ,  t h e m u n i c i p a l i t y  or q u a l i f i e d  o r g a n i z a­

tio n  m a y  a w a r d  a m a x i m u m  o f  $ 5 0 0 , 0 0 0  i n  p r i z e s  e a c h  year. I n t h i s

s u b s e c t i o n ^  " a c t i v i t i e s  a u t h o r i z e d  u n d e r  this c h a p t e r "  m e a n s  a l l

a c t i v i t i e s  s u b j e c t  to th i s c h a p t e r  o t h e r  t h a h  b i n g o  a n d  o f f - t r a c k  

p a r i m u t u e l  w a g e r i n g .

* Sec. 10. AS  0 5 . 1 5 . 2 1 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(35) " b r e a k a g e "  m e a n s  th e o d d  c e n ts  b y  w h i c h  the  a m o u n t  

p a y a b l e  on  e a c h  d o l l a r  w a g e r e d  in a n o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  

e / en t e x c e e d s  a m u l t i p l e  of 10 ce nt s;



(36) " o f f - t r a c k  p a r i m u t u e l  w a g e r i n g "  m e a n s  a f o r m  o f  w a g e r ­

in g  on  t h e  o u t c o m e  o f h o r s e  r a c e s  s h o w n  b y  c l o s e d - c i r c u i t  t e l e v i s i o n  

a t  a l o c a t i o n  d i f f e r e n t  f r o m  the l o c a t i o n  w h e r e  the r a c e  t a k e s  p l a c e  

in w h i c h  th ose  w h o  w a g e r  p e r s o n a l l y  p u r c h a s e  t i c k e t s  o f  v a r i o u s  d e n o m­

i n a t i o n s  o n  a h o r s e  or c o m b i n a t i o n  o f  h o r s e s  a n d  all  w a g e r s  f o r  e a c h  

r a c e  a r e  p o o l e d  a n d  h e l d  b y  the r a c e  t e l e v i s o r  fo r d i s t r i b u t i o n ;  w h e n  

th e  o u t c o m e  o f the r a c e  ha s b e e n  d e c i d e d ,  the r a c e  t e l e v i s o r  d i s t r i b­

u t e s  a p e r c e n t a g e  of the t o t a l  w a g e r s ,  a c c o r d i n g  to r e g u l a t i o n s  

a d o p t e d  b y  the d e p a r t m e n t ,  to th e  h o l d e r s  o f  t i c k e t s  o n  th e  w i n n i n g  

h o r s e s  or c o m b i n a t i o n  of ho r s e s .



STATE OF ALASKA1990 LEGISLATIVE SESSION
BILL VERSION:
PUBLISH DATE ;

SB 279

REQUEST:
FISCAL NOTE

Revision Date:______ __________________
Title: Establishing Alaska Raring ________________
Commission and authorizing off-track parimutuel wagering

Sponsor: Senate C & RA  Components :_______
Requestor: Senate C & RA_________________  _________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

Agency Affected: Commerce & Economic Dev b r u :  Alaska Racing Commission

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96PERSONAL SERVICESTRAVELCONTRACTUALSUPPLIESEQUIPMENTLAND &  STRUCTURESGRANTS. CLA IM SM ISCELLANEOUS

131.4 326.1 326.1 .......3.26.1 326.1 . .  3 2 6 . !
' '377 ' 10.6 ] 0 . 6 10.6 10.6 in 6
34.2 CD CO 78.3 7 8 . 3 7 8 . 3  . 78.3
2.5 5.0 b.O .. 5.0 5.0 5.0

20.0

TOTAL OPERATING 197.3 420.0 420.0 420.0 4?n n

CAPITAL 1 0 0 0 0 • 0 0

REVENUE 690.0 2 ,760 .0 2 .760 .0 2 .760 .0 2 .760.0 2 .760.0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

197.3 420.0 420.0 420.0 420.0 4?n n

1 9 0 4 2 0 .0 420.0 420.0 4?n n a?n n

POSITIONS:

FULL-TIME
PART-TIMETEMPORARY 5 6 6 6 6 6

ANALYSIS : (Attach a separate page if necessary)

The effective date of SB 279 is July 1, 1990; therefore, no costs would be 
incurred until FY 91. See attached analysis.
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Division : ,

Guy Bell. Director.
Administrative Services
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Date: -
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Under Sec. 05.40.100 (e), the Commission may establish an annual fee for each 
location, which must reflect the cost of regulating off-track betting. Further, the 
amount of the fee shall be offset by the amount paid to the commission under 
AS 05.40.110(b) (1% of gross receipts from exotic races). As the Commission will 
set license fees by regulation, it is not possible at this time to estimate revenues 
generated by those fees.

The department recommends that Sec. 05.40.110 be amended to include standard 
program receipt authority language.

This fiscal note assumes that there would be two licensees in the state, with two 
major facilities, as well as branches in Anchorage, Fairbanks, Juneau and Kodiak.

FYL^LExpend i tu  r e . Dota i l ;
Personal Services

Executive Director, Range 24A, 6 months $ 37.3
Clerk Typist III, Range 8A, 6 months 14.5
Licensing Examiner, Range 12A, 6 months 17.8
State Satellite Supervisor, 61.8
Range 21A x 6 months x 2

Each maior location will have a full-time supervisor on site; 
branch locations will receive frequent but unscheduled 
visits by a supervisor.

This analysis assumes two major locations the first year 
and full operation by the second year.

Subtotal $131.4

Travel

Three commission meetings in Anchorage at two days each. The 
travel budget assumes three commissioners are appointed from 
the Anchorage area, one from Fairbanks and one from Juneau.
Staff positions, except some of the supervisors, are located in 
Anchorage.

Commission meetings * $ 4.2
Staff travel 5.0

Subtotal $ 9.2

Contractual
Audits, security, investigator, hearing

officer, etc. $ 20.0
Postage, communications, printing,
flnvprHQiTicr pfp 7 ̂

Office space (600 sq. ft. @ $1.85/sq.ft. x 6 mos.) ___£/7
Subtotal $ 34.2

Supplies $ 2.5

3954D-2/041990e
Page 2 of 3



FY 91 Total General Fund Expenditures $197.3

FY 91 Revenue Detail:

Revenue estimates are based on the following for full operation:

Total daily handle $300,000 
2 % tax on $100,000 = $ 2,000/day
3% tax on $200,000 = $ 6.000/dav

$ 8,000/day
x 300 days of operation/year 

$ 2,400,000/year

An additional 1% of the exotic race wagering (40% of total) would produce an 
additional $1,200 per day for municipalities and state
fairs (AS 05.40.110(b) and (c)), or $360,000 annually. 2,400,000

. .36.0,000 
2,760,000

For the first year of operation, this fiscal note assumes that revenues would 
be one-fourth of the above, or $690,000.

FY 92 and Beyond Expenditure Detail:

Personal Services

Executive Director, Range 24A $ 74.3
Clerk Typist, Range 8B 29.8
Licensing Examiner, Range 12B (3 @ $61.8) 36.6
Satellite Supervisors, Range 21A 185.4
(Supervisors in each main location, and 
one who regularly visits each branch)

Subtotal $326.1

Travel

Four commission meetings in Anchorage $ 5.6
Dii’ector’s travel 2.0
Staff travel 3.0

Subtotal $ 10.6

Contractual

Audits, security, investigator, hearing officer $ 50.0
Postage, communications, printing, advertising 15.0
Office space (600 sq. ft. @ $ 1.85/sq.ft. x 12 mos.) 13.3

Subtotal $ 78.3

Supplies $ 5.0

FY 92 and Beyond Total General Fund Expenditures $420.0

FY 92 and Beyond Revenue Detail:

Equipment $ 20.0

See analysis under F Y  91 $ 2,760,000

3954D-3/041990e
Page 3 of 3



S T A T E  O F  A L A S K A
1990 L E G I S L A T I V E  S E S S I O N

BILL VERSION:

PUBLISH D A T E :

CSSS 279 (C&RA!

R EQ U ES T : FISCAL NOTE

mRevision Dale: Anrii ?6.
Title : __"An act fluthnri7ino off-track-________
 parimutuel, .racing as charitable qaminci."
Sponsor: Senate C & RA_________________
Requestor: _

Agency Affected: Department of Law
BRU : ___ Prosecution. I.eual Services

Senate C & RA
Compo n e n t s  :__ All, legal Services

EXPEND ITURES/REVENUES : (Thousands o f Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

75 ,o -0- -0- -0- -0- -0-

TOTAL OPERATING 75. v -0- -0- -0- -0- -c-

CAP ITAL

REVENUE

FU N D IN G : (Thousands o f Dollars)
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

75.0 -0- -0- -0- -0- -0-

P O S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

AN A LY S IS  : (Attach a separate page i f  necessary) 
Please see the attached analysis.

Prepared by: Richard I. Peoues rerector
D iv is io n : Administrative. Servicesi v e -  S e r v i c e s  t 1

Phone: 
Date :. JtoilLaS-132Q-

Approved by Commissioner : Douglas B. BailvK Attorney General
Agency : Department of Law

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
O ffice o f Management and Budget 
Impacted Agency(ies)

Date: April 26, 1990
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S
F o r  B i l l /R e s o lu t io n  N o . cssb 2 7 9  (c & ra)

This committee substitute for SB279 substantially revises the original b i l l ,  
which would have established off-track parimutuel wagering and a Racing Commission. The new 
version of the bill permits off-track wagering, but would do so under existing law (AS 05,15) 
governing games of chance and contests of skill conducted by municipalities and qualified 
not-for-profit organizations.

In view of the d iff icu lt ie s  now coming to light concerning existing charitable 
gaming operations, the department s t i l l  believes that a substantial body of regulations will 
need to be drawn in order to insure proper regulatory oversight. Consequently, the 
department'c original request for an outside consultant to accomplish the regulations 
drafting t ; is  continued.

The department cannot predict future legal costs that may occur once off-track 
wagering is established, because this form of wagering is  totally  new to Alaska. Currently, 
nearly all of the time of one of our civ il  attorney's i s  being spent assisting the Department 
of Commerce in its  efforts to regulate existing forms of charitable gaming. Because of the 
large sums that would become involved with off-track watering, and due to apparent arising 
problems between permitees and operators, future legal cos s could significantly eclipse the 
current cost for such services. Moreover, the potential for fraud cannot be overlooked and 
new prosecution services may also be required at some future date. Because of the severe 
budget constraints already being fe l t  by the Department of Law, i t  will be necessary to 
request additional funds at such time as off-track wagering ac tiv it ies  require additional 
legal or prosecution services. Otherwise, effective state  regulation of off-track parimutuel 
wagering will not be possible.

2 2
pace  of —
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LEGISLATIVE AFFAIRS A GENCY
M E M O R A N D U M  F e b r u a r y  2, 1990

SU B JE CT : Bill a u t h o r i z i n g  o f f - t r a c k  betting as c h a r i t­
able gaming
(Work Order No. 6-2104)

TO:

FR OM:

Senator A1 Adams 
Attn: M a r t h a  S t e w a r t

John B. G a guine 
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  is a bill that w o u l d  a u t h o r i z e  permittees and o p e r­
ators u n d e r  AS 05.15 to conduct o f f - t r a c k  betting. I h a v e  
u s e d  SB 279 as a g e n e r a l  model, but, as y o u  can see, this 
bill is m u c h  simpl er than SB 279. O n e  m a j o r  difference is 
that SB 279 sets out b y  statute the v a r i o u s  per centages of 
gross receipts that the o f f - t r a c k  license holder must give 
to the state and m a y  keep for itself, while this bill allows 
the D e p a r t m e n t  of C o m merce and E c o n o m i c  D e velop ment to set 
those p e r c e n t a g e s  b y  regulation. (The bill does specify that 
failure of an o p e rator to turn over to the permittee 15% of 
the gross income f r o m  o f f - t r a c k  b e t t i n g  will not lead to 
r e v o c a t i o n  of the operator's  license, since I beli eve that 
o f f - t r a c k  b e t t i n g  w i l l  r e t u r n  a h i g h e r  percentage of the 
gross to the b e ttor s than do p u l l - t a b s  or bingo.) If y o u  
want, I can put the p e r c e n t a g e s  of SB 279 into this bill, 
although, since the m o n e y  is n o w  going to a charity, r at her 
than the state, the n u m b e r s  l i k e l y  s h o u l d  be different.

A n o t h e r  m a j o r  differ e n c e  is that SB 279 wou ld create a r a c­
ing c o m m i s s i o n  w i t h  employees to r e g ulate off-track betting, 
w h i l e  this bill w o u l d  leave the r e g u l a t o r y  function w i t h  
DCED. As long as DC ED was a d e q u a t e l y  funded to handle this 
function, I do not see the lack of a separate commis s i o n  as 
a problem.

Note that SB 279 limits the n u m b e r  of off-track b e t t i n g  p e r­
mits that can be i ssu ed to three  (although each of those 
three can a p p a r e n t l y  open an u n l i m i t e d  number of locations).



Sena to r A 1  A da ms
P ag e 2
F e b r u a r y  2, 1990

I h a v e  n o t  t r i e d  to p u t  an y l i m i t s  i n  th is  bill, as I f i g u r e  
the  e x p e n s e  o f  e q u i p p i n g  a n d  r u n n i n g  a n  o f f - t r a c k  o p e r a t i o n  
s h o u l d  c r e a t e  an a d e q u a t e  li mit . I f  y o u  w i s h  I c a n  i n c l u d e  
a limit, b u t  t h e n  t h e r e  w o u l d  h a v e  t o  b e  a m e c h a n i s m  f o r  
d e c i d i n g  w h o  g e t s  the  l i m i t e d  n u m b e r  o f  p e r mi ts .

U n d e r  t h i s  b i l l  p e r s o n s  u n d e r  t h e  a g e  o f  19 c a n n o t  bet. I 
u s e d  19 b e c a u s e  it w a s  a l r e a d y  in  t h e  l a w  as the m i n i m u m  ag e  
fo r  b i n g o .  It  doe s n o t  m a k e  m u c h  s e n s e  to m e  - 18 w o u l d  
s e e m  m o r e  s e n s i b l e .

S e c t i o n  9 o f  the b i l l  e x e m p t s  o f f - t r a c k  b e t t i n g  f r o m  the 
$ 1 , 0 0 0 , 0 0 0  a n n u a l  c e i l i n g  ( $ 5 0 0 , 0 0 0  if t h e r e  is a n  o p e r a t o r  
in c h a r g e ) , as y o u  r e q u e s t e d .  I t h i n k  tha t this is n e c e s­
sa r y  - I d o n ' t  t h i n k  a n  o f f - t r a c k  b e t t i n g  o p e r a t i o n  c o u l d  
p o s s i b l y  s u c c e e d  if its g r o s s  r e c e i p t s  w e r e  l i m i t e d  to 
$ 1 , 0 0 0 , 0 0 0  a year, le t a l o n e  $ 5 0 0 , 0 0 0 .

O n e  a r e a  t h a t  y o u  m i g h t  w a n t  to i n c l u d e  h e r e  is b e e f e d - u p  
c r i m i n a l  p e n a l t i e s .  C u r r e n t l y  v i o l a t i o n s  of A S  0 5 . 15  ar e 
p u n i s h a b l e  o n l y  as v i o l a t i o n s  ($300 m a x i m u m  f i n e  for n a t u r a l  
p e r s o n s )  f o r  the f i r s t  o f f e n s e ,  a n d  c l a s s  B m i s d e m e a n o r s  (90 
d a y s  in j a i l ,  $ 1 0 0 0  f i n e  m a x i m u m  f o r  n a t u r a l  p e r s o n s )  for  
s u b s e q u e n t  v i o l a t i o n s .  S i n c e  o f f - t r a c k  b e t t i n g  w i l l  l i k e l y  
b e  g e n e r a t i n g  s u b s t a n t i a l l y  m o r e  m o n e y  t h a n  the  a c t i v i t i e s  
c u r r e n t l y  c o v e r e d  b y  A S  05.15, s t i f f e r  c r i m i n a l  p e n a l t i e s  
m i g h t  b e  w a r r a n t e d .

If  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  advise.

JBG.-pl
W K P 1 / 0 8 3
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Alaska ibtate Hegfelature
S e n a t o r  M i k e  S z y m a n s k i

While in Session: 
P.O. Box V  

Juneau, A laska 99811 
( 9 0 7 )4 6 5 -4 9 7 8

Interim:
1111 C  S tree t. Suite 510 

Anchorage . A laska 9 9 5 0 ) 
(9 0 7 ) 561-7617

A p r i l  30, 1 9 9 0

165 E . Parks Highway 
Wasilla. A laska 9 9687  

(9 0 7 ) 1 7 6 -6 4 5 )

M E M O R A N D U M

TO: S e n a t o r  J a n  Fai ks , C h a i r m a n
S e n a t e  J u d i c i a r y  C o m m i t t e e

FROM: S e n a t o r  M i k e  S z y m a n s k i

RE: R e q u e s t  f o r  H e a r i n g

I r e s p e c t f u l l y  r e q u e s t  t h a t  y o u  s c h e d u l e  C S S B  2 7 9  ( C & R A ) , 
a u t h o r i z i n g  o f f - t r a c k  p a r i m u t u e l  r a c i n g  a s  c h a r i t a b l e  g a m i n g ,  a t  
t h e  e a r l i e s t  p o s s i b l e  da te.

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

Senate District E
Mar-Su Bom ugh •  So . A n chorage  •  FsinJdnJi.in •  G in lw uoJ •  N ik isk i •  G v p e r  Landing •  H op* •  Seward * Prince W illiam  Skiond
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SUBJEC T:

TO:

FROM:

S e c t i o n a l  a n a l y s i s  of S B  279 
(W ork O r d e r  No. 6- 12 49 )

S e n a t o r  M i k e  S z y m a n s k i
C h a i r m a n ,  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  C o m m i t t e e

J o h n  B. G a g u i n e
L e g i s l a t i v e  C o u n s e l

As y o u  r e q u e s t e d ,  e n c l o s e d  is a s e c t i o n - b y - s e c t i o n  a n a l y s i s  
of SB 279.

S e c t i o n  1 a d d s  a n e w  c h a p t e r  to T i t l e  5 ( A m u s e m e n t s  a n d  
Sport s) t h a t  w o u l d  a u t h o r i z e  a n d  r e g u l a t e  o f f - t r a c k  
p a r i m u t u e l  w a g e r i n g .  T h e  n e w  c h a p t e r ,  05 .40 , w o u l d  h a v e  
t h r e e  a r t i c l e s .

w o u l d  h a v e  f i v e  m e m b e r s ,  a p p o i n t e d  b y  t h e  g o v e r n o r ,  w i t h  
c e r t a i n  q u a l i f i c a t i o n s  r e q u i r e d  for t h r e e  of  t h e  five; the 
m e m b e r s  w o u l d  s er ve  s t a g g e r e d  t e rm s o f f o u r  y e a r s .  T h e  g o v­
ern o r  w o u l d  b e  a u t h o r i z e d  to r e m o v e  a m e m b e r  f o r  cause. 
M e m b e r s  w o u l d  r e c e i v e  p e r  d i e m  only.

T h e  c o m m i s s i o n  is c h a r g e d  w i t h  1) a d o p t i n g  r e g u l a t i o n s  on 
o f f - t r a c k  e v e n t s  ( t e l e v i s e d  s h o w i n g s  of h o r s e  r a c e s  at o t h e r  
l o c a t i o n s ,  w h e r e  b e t t i n g  is a l l o w e d  w h e r e  t h e  r a c e  is t e l e­
vi s e d ) ,  i n c l u d i n g  the i s s u a n c e ,  s u s p e n s i o n  a n d  r e v o c a t i o n  of 
li c en s e s ,  t h e  r e q u i r e d  p a r i m u t u e l  e q u i p m e n t  fo r  l i c e ns ee s,  
a n d  a u d i t i n g  p r o c e d u r e s ;  2 ) r e g u l a t i n g  a n d  s u p e r v i s i n g  o f f­
tr a c k  e v e n t s ;  3) i n s p e c t i n g  a n d  a p p r o v i n g  th e l o c a t i o n  of 
o f f - t r a c k  e ve nts ; 4) s e t t i n g  l i c e n s e  fees; 5) r e p o r t i n g  
a n n u a l l y  to the  l e g i s l a t u r e ;  6 ) k e e p i n g  r e c o r d s  of o f f - c r a c k  
events; a n d  7) s u p e r v i s i n g  th e m a k i n g  a n d  d i s t r i b u t i o n  of 
p a r i m u t u e l  p o o l s  for  o f f - t r a c k  e v en ts . T o  e n a b l e  it to 
c a r r y  o u t  t h e s e  f u n c t i o n s ,  th e  c o m m i s s i o n  is a u t h o r i z e d  to

A r t i c l e
m e n t  of  C o m m e r c e  an d  E c o n o m i c  D e v e l o p m e n t . J  T h e  c o m m i s s i o n

c-ing C o m m i s s i o n  i n  the D e p a r t -
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h i r e  s t a f f  a n d  h e a r i n g  o f f i c e r s  an d to c o m p e l  w i t n e s s  
t e s t i m o n y  a n d  d o c u m e n t  p r o d u c t i o n .  S t a f f  w o u l d  be in the 
p a r t i a l l y  e x e m p t  servic e. A l l  r e c o r d s  of the c o m m i s s i o n  
w o u l d  be p u b l i c  re co rd s,  a n d  a l l  fees r e c e i v e d  b y  the 
c o m m i s s i o n  w o u l d  go into the g e n e r a l  fund. A r t i c l e  2 of 

v^»AS 0 5 . 4 0  w o u l d  r e q u i r e  a l i c e n s e  for c o n d u c t i n g  p a r i m u t u e l  
\<fr w a g e r i n g  at a n  o f f - t r a c k  ev e nt . A  l i c e n s e  c o u l d  be  r e v o k e d

. . 0Q y  if  its h o l d e r  v i o l a t e s  AS. 0^5.40, an d c e r t a i n  p e r s o n s  c o u l d
A  \noO. j  n o t  r e c e i v e  one. No  m o r e  t h a n  o n e  l i c e n s e  for e v e r y  2 0 0 , 0 0 0 7

p e o p l e  in t h e  state m a y  b e  i s su ed ,  /a lthough on e  li ce ns ee  m a y  
£ U  o p e r a t e  at m u l t i p l e  l o c a t i o n s .  T h e  c o m m i s s i o n  m a y  as se s s  an

\<b *  a n n u a l  fee fo r e a c h  l o c a t i o n  at w h i c h  a n  o f f - t r a c k  event is
fyit*0 ^ r he ld, the fe e to r e f l e c t  the  c o m m i s s i o n ' s  e x p e c t e d  ce*ts

c o n n e c t e d  to the  lo cat io n.

A r t i c l e  2 a l s o  p r o v i d e s  t h a t  th e h o l d e r  of an o f f - t r a c k  l i -
v c e n s e  p a y  to t h e  c o m m i s s i o n  e a c h  day 2 % of the f i r s t  $ 1 0 0 , 0 0 0

of g r o s s  r e c e i p t s  that  day, a n d  3% of g r o s s  r e c e i p t s  a b o v e
$ 1 0 0 , 0 0 0 .  In add ition, t h e  h o l d e r  m u s t  p a y  the  c o m m i s s i o n
1 % of g r o s s  r e c e i p t s  on e x o t i c  r a c e s  (ra ce s w h e r e  a m u l t i p l e

l a a g e r  s u c h  as a p e r f e c t a  or a n  e x a c t a  is a l l o w e d )  . The cotn-

I v* iaW '%s'*'QTl  d e p o s i t  t h i s  m o n e y  into the  g e n e r a l  fund, a n d
.fed , s h a l l  s e g r e g a t e  the a m o u n t  r e c e i v e d  d u e  to e x o t i c  races.

1 T h e  l e g i s l a t u r e  m a y ’a p p r o p r i a t e  o n e - h a l f  of  th e  ex o ti c r a c e s
0 , 1 <• m o n e y  to t h e  A l a s k a  S t a t e  F a i r  a n d o n e - h a l f  to m u n i c i p a l i t i e s

w h e r e  o f f - t r a c k  ev en ts  a r e  l o c a t e d .  T h e  l i c e n s e  h o l d e r  m a y
r e t a i n  17% of  the f irs t $ 1 0 0 , 0 0 0  of d a i l y  g r o s s  re cei pt s,

/" /(5̂ and  16% .o f  a l l  d a i l y  g r o s s . r e c e i p t s  a b o v e  $ 1 0 0 , 0 0 0 .  In a d -
|1 d it i on , th e  h o l d e r  m a y  r e t a i n  4% of t h e  d a i l y  g r o s s  r e c e i p t sP ' *  j o  r

i jA x  f r o m  e x o t i c  races?.

<y
A r t i c l e  2 a l s o  p r o h i b i t s  c e r t a i n  acts, a n d  p r o v i d e s  for p e n ­
al t i e s  for v i o l a t i o n s .  A m o n g  t h e  act s p r o h i b i t e d  to m e m b e r s  
of  t he  p u b l i c  are the c i r c u l a t i o n  of h a n d b o o k s  r e l a t e d  to 
o f f - t r a c k  b e t t i n g ,  b e t t i n g  o t h e r  th an  t h r o u g h  th e  p a r i m u t u e l  
m e t h o d  w i t h  a l i c e n s e  h o l d e r ,  a n d  v i o l a t i n g  A S  05.40. L i c e n s e  
h o l d e r s  a r e  p r o h i b i t e d  f r o m  r e t a i n i n g  m o r e  th an  the s t a t u t o­
r i l y  set p e r c e n t a g e s  of g r o s s  r e c e i p t s ,  a n d c o m p u t i n g  b r e a k ­
ag e  at p o i n t s  that are n o t  m u l t i p l e s  o f  $ . 1 0 .

A r t i c l e  3 a d d s  some g e n e r a l  p r o v i s i o n s  an d  d e f in it io ns . O p ­
e r a t i o n s  o f th e c o m m i s s i o n  ar e  s u b j e c t  to the A d m i n i s t r a t i v e  
P r o c e d u r e  Act, an d m e m b e r s  o f th e  c o m m i s s i o n  a r e  su bj e ct  t o  
t h e c o n f l i c t - o f - i n t e r e s t  act.

\ /

S e c t i o n  2 o f  SB 279 r e q u i r e s  t h e  D e p a r t m e n t  of P u b l i c  S a f e t y  
to a s c e r t a i n  w h e t h e r  c o m m i s s i o n  a p p o i n t e e s  a n d  a p p l i c a n t s
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for c o m m i s s i o n  e m p l o y m e n t  h a v e  b e e n  c o n v i c t e d  of f e l on ie s o r  
g a m b l i n g  o f f e n s e s .

S e c t i o n  3 p u t s  c o m m i s s i o n  e m p l o y e e s  in the p a r t i a l l y  e x e m p t  
s e r v i c e .

S e c t i o n  4 m a k e s  c o m m i s s i o n  m e m b e r s  s u b j e c t  to the c o n f l i c t -  
o f - i n t e r e s t  law, A S  39.50.

S e c t i o n  5 m a k e s  the c o m m i s s i o n  s u b j e c t  to the a d m i n i s t r a t i v e  
a d j u d i c a t i o n  p r o c e d u r e s  of t h e  A d m i n i s t r a t i v e  P r o c e d u r e  Act.

S e c t i o n  6 r e q u i r e s  the g o v e r n o r  to m a k e  i n i t i a l  a p p o i n t m e n t s  
to th e c o m m i s s i o n  w i t h i n  1 2 0  d a y s  of  the e f f e c t i v e  date of 
the bi ll.

S e c t i o n  7 m a k e s  the b i l l  e f f e c t i v e  on J u l y  1, 1990.

If  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  advise.

J G : m i
w k m i 6 / 0 2 6
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  D i l l /R e s o lu t io n  N o . SB 2.72--------------

T h is  b i l l  amends AS 05 by adding a new ch ap ter  t h a t  
e s t a b l i s h e s  th e  A laska  Racing Commission and a u t h o r iz e s  o f f - t r a c k  
p a r im u te l  w a g e r in g .  The b i l l  p r o v id e s  th a t  the  com m ission  and i t s  s t a f f  
would be r e s p o n s i b l e  f o r  r e g u l a t i n g  a l l  a s p e c t s  o f  o f f - t r a c k  h o r s e  
r a c in g  p a r im u te l  w a g e r in g ,  i n c lu d in g ;  l i c e n s i n g ,  i n s p e c t i o n ,  l o c a t i o n ,  
a u d i t i n g ,  eq u ip m en t,  making and d i s t r i b u t i n g  p a r im u te l  p o o l s ,  and 
k e e p in g  r e c o r d s  o f  a l l  c o l l e c t i o n s  and d isb u r se m e n ts  from o f f - t r a c k , ,  
e v e n t s .  The b i l l  d e f i n e s  an " o f f - t r a c k  even t"  as  an e v e n t  during  which  
a h o r s e . r a c e  can be v iew ed  s im u l t a n e o u s ly  'at a l o c a t i o n  d i f f e r e n t  from' 
th e  l o c a t i o n  a t  which th e  ra ce  t a k e s  p l a c e ,  and d u r in g  which the  v ie w e r s  
can u se  a p a r im u te l  system  to  p la c e  w agers on th e  outcome o f  the  . r a c e  
b e in g  v ie w e d .  I t  t h e r e f o r e  ap p ears  t h a t ,  under th e  p r o v i s i o n s  o f  th e  
b i l l ,  p a r im u te l  w a g er in g  on h o r s e  r a c e s  o c c u r r in g  o u t s i d e  the s t a t e  
cou ld  o c c u r  i n  A lask a  "horse  p a r lo r s "  v i a  s a t e l l i t e  t e le c o m m u n ic a t io n s .  
The b i l l  p r o v id e s  t h a t  th e  com m ission  s h a l l  adopt i t s  r e g u la t i o n s  and 
c a r ry o u t  i t s  r e g u la t o r y  d u t i e s  i n  c o n s u l t a t i o n  w ith  th e  a t t o r n e y  
g e n e r a l .  The b i l l  f u r t h e r  p r o v id e s  t h a t  th e  a t t o r n e y  g e n e r a l  s h a l l  
e n f o r c e  th e  r e g u l a t i o n s  o f  th e  com m iss ion .

I t  i s  th e  Department o f  Law's v ie w  t h a t  a s u b s t a n t i a l  body o f  
r e g u l a t i o n s  w i l l  need to  be d r a f t e d  and adopted i n  o rd er  to  implement  
th e  b i l l .  A o n e - t im e  c o s t  o f  $ 7 5 ,0 0 0  w i l l  be r e q u ir e d  by th e  
d e p a r tm e n t 's  L e g a l  S e r v ic e s  BRU to  h i r e  an o u t s i d e  c o n s u l t a n t  to  
a c c o m p lish  t h i s  r e g u l a t i o n s  d r a f t i n g  e f f o r t .  T h is  i s  p rob ab ly  th e  
minimum amount n e c e s s a r y  to  in s u r e  p rop er  r e g u la t o r y  o v e r s i g h t ,  i f  t h i s  
form o f  w a g er in g  i s  l e g a l i z e d  i n  th e  s t a t e .

U n f o r t u n a t e ly ,  we cannot p r e d i c t  f u t u r e  l e g a l  c o s t s  th a t  may 
occu r  once  o f f - t r a c k  w ager ing  i s  e s t a b l i s h e d ,  b e c a u se  o f  our t o t a l  l a c k  
o f  e x p e r ie n c e  i n  t h i s  a r e a .  I t  i s  c o n c e i v a b l e ,  h ow ever , t h a t  i f  
p a r im u te l  w a g er in g  becomes w e l l  e s t a b l i s h e d  t h a t  a t  l e a s t  one c i v i l  
a t t o r n e y  and one c r im in a l  a t t o r n e y ,  p lu s  su p p o rt  c o s t s ,  co u ld  be  
r e q u ir e d  on a c o n t in u in g  b a s i s  due to  o f f - t r a c k  w ager in g  a c t i v i t y .  
Because o f  th e  s e v e r e  budget c o n s t r a i n t s  t h a t  have a lr e a d y  been f e l t  by 
th e  d ep a r tm en t ,  and b ecau se  o f  f u r t h e r  budget r e d u c t io n s  t h a t  appear  
l i k e l y  i n  FY 90 , i t  w i l l  be n e c e s s a r y  to  r e q u e s t  a d d i t i o n a l  funds when 
and i f  o f f - t r a c k  w a g er in g  makes i t  n e c e s s a r y  to  do s o .  O th e r w ise ,  s t a t e  
r e g u l a t i o n  o f  o f f - t r a c k  w ager in g  may n o t  be p o s s i b l e .

pace -  o f  1
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SUBJEC T: Bill author i z i n g  o f f - t r a c k  b e t t i n g  as c h a r i t­
able g aming
(Work O r d e r  No. 6-2104)

TO:

FROM:

Senator  A 1  Adams 
Attn: M a r t h a  S t e wart

Jo h n  B. Gaguine 
L e g i s l a t i v e  Counsel

E n c l o s e d  is a bill that w o u l d  a u t h o r i z e  permi t t e e s  and o p e r­
ators u n d e r  AS 05.15 to conduct o f f - t r a c k  betting. I have 
sed SB 279 as a g e n e r a l  model, but, as y o u  can see, this 
ill is m u c h  simpler than SB 279. One m a j o r  d i f f e r e n c e  is 

that SB 279 sets out by statute the v a r i o u s  pe rcen t a g e s  of 
gross r e c e i p t s  that the o f f - t r a c k  license h o l d e r  m u s t  give 
to the state and m a y  k e e p  for itself, w h i l e  this b i l l  allows 
the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  to set 
those p e r c e n t a g e s  b y  regulation. (The b i l l  does s p ecify that 
f a i l u r e  of an o p e r ator to turn o v e r  to the p e r m ittee 15% of 
the g r o s s  i ncome f r o m  o f f - t r a c k  b e t t i n g  w i l l  not lead to 
r e v o c a t i o n  of the operator's license, since I b e lieve that 
o f f - t r a c k  b e t t i n g  w i l l  r e tu rn a h i g h e r  p e r c e n t a g e  of the 
gross to the b e ttors than do p u l l - t a b s  or bingo.) If y o u  
want, I can p u t  the p ercent ages o f  SB 279 into this bill, 
although, s ince  the m o n e y  is n o w  g o i n g  to a charity, r a t h e r  
than the state, the n u mb ers l i kely  should be different.

A n o t h e r  m a j o r  differen ce is that SB 279 w o u l d  create a r a c­
ing c o m m i s s i o n  w i t h  employees to r e g u l a t e  o f f - t r a c k  betting, 
w h i l e  this b i l l  w o u l d  leave the r e g u l a t o r y  funct i o n  w i t h  
DCED. As long as DCED was a d e q u a t e l y  fu nded to handle* this 
function, I do not see the lack of a separat e c o m m i s s i o n  as 
a problem.

N o t e  that SB 279 limits the n u m b e r  of o f f - t r a c k  b e t t i n g  p e r­
mit s  that can be issued to three (although each of those 
three can a p p a r e n t l y  open an u n l i m i t e d  n u m b e r  of locations).
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I h a v e  n o t  t r i e d  to p u t  a n y  l im i t s  i n  th is  b i l l ,  as I f i g u r e  
the e x p e n s e  of  e q u i p p i n g  a n d  r u n n i n g  a n  o f f - t r a c k  o p e r a t i o n  
s h o u l d  c r e a t e  a n  a d e q u a t e  li mit. I f  y o u  w i s h  I c a n  i n c l u d e  
a limit, b u t  t h e n  t h e r e  w o u l d  h a v e  to b e  a m e c h a n i s m  f o r  
'/deciding w h o  g e t s  t h e  l i m i t e d  n u m b e r  o f  p e r m i t s .

U n d e r  th is  b i l l  p e r s o n s  u n d e r  the a g e  o f  19 c a n n o t  bet. I 
u s e d  19 b e c a u s e  it w a s  a l r e a d y  in t h e  l a w  as th e m i n i m u m  age 
for bi n go . It d o e s  n o t  m a k e  m u c h  s e n s e  to m e  - 18 w o u l d  
s e e m  m o r e  s e n s i b l e .

S e c t i o n  9 of  the  b i l l  e x e m p t s  o f f - t r a c k  b e a t i n g  f r o m  the  
$ 1 , 0 0 0 , 0 0 0  a n n u a l  c e i l i n g  ( $ 5 0 0 , 0 0 0  i f t h e r e  is a n  o p e r a t o r  
in c h a r g e ) , as y o u  r e q u e s t e d .  I t h i n k  th at  t h i s  is n e c e s­
sary - I d o n ' t  t h i n k  an  o f f - t r a c k  b e t t i n g  o p e r a t i o n  c o u l d  
p o s s i b l y  s u c c e e d  i f  its g r o s s  r e c e i p t s  w e r e  l i m i t e d  to 
$ 1 , 0 0 0 , 0 0 0  a year, le t a l o n e  $ 5 0 0 , 0 0 0 .

O n e  a r e a  th a t y o u  m i g h t  w a n t  to i n c l u d e  h e r e  is b e e f e d - u p  
c r i m i n a l  p e n a l t i e s .  C u r r e n t l y  v i o l a t i o n s  of  A S  0 5 .1 5 a r e  
p u n i s h a b l e  o n l y  as v i o l a t i o n s  ($300 m a x i m u m  f i n e  fo r  n a t u r a l  
p e r so ns ) for  th e f i r s t  o f f e n s e ,  a n d  c l a s s  B m i s d e m e a n o r s  (90 
days in j ai l, $ 1 0 0 0  f i n e  m a x i m u m  f o r  n a t u r a l  p e r s o n s )  f o r  
s u b s e q u e n t  v i o l a t i o n s .  S i n c e  o f f - t r a c k  b e t t i n g  w i l l  l i k e l y  
be  g e n e r a t i n g  substantiallj' m o r e  m o n e y  t h a n  t h e  a c t i v i t i e s  
c u r r e n t l y  c o v e r e d  b y  A S  05.15, s t i f f e r  c r i m i n a l  p e n a l t i e s  
m i g h t  b e  w a r r a n t e d .

If I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a dv is e.

J B G : p l
W K P 1 / 0 8 3

E n c l o s u r e
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BY T H E  C & R A  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 279 (C&RA)

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

fi »!
For  a n A c t  e n t i t l e d :  " A n  Ac t a u t h o r i z i n g  o f f - t r a c k  p a r i m u t u e l  r a c i n g  as

c h a r i t a b l e  g a m i n g . "

BE I T  E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS  0 5 . 1 5 . 0 6 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read: 

(13) the d e t e r m i n a t i o n  o f  t h e  p e r c e n t a g e  of t o t a l  w a g e r s  in

an  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  e v e n t  that m u s t  be d i s t r i b u t e d  to the 

o l d e r s  o f  t i c k e t s  on w i n n i n g  h o r s e s  or c o m b i n a t i o n s  o f  h o r s e s ;  the 

e p a r t m e n t  m a y  d i f f e r e n t i a t e  b e t w e e n  the t o ta l w a g e r s  i n v o l v i n g  c o m­

b i n a t i o n s  of h o r s e s  and the t o t a l  w a g e r s  i n v o l v i n g  a s i n g l e  h o r s e ,  and 

m a y  a u t h o r i z e  the p e r m i t t e e  or  o p e r a t o r  to r e t a i n  o r e a k a g e  n o t to 

e x c e e d  2 0  p e r c e n t  of the t o t a l  p o o l  in a race.

* Sec. 2. A S  0 5 . 1 5 . 1 0 0 ( a )  is a m e n d e d  to read:

(a) T he  c o m m i s s i o n e r  m a y  i s s u e  a p e r m i t  to a m u n i c i p a l i t y  or

q u a l i f i e d  o r g a n i z a t i o n .  T h e  p e r m i t  g i v e s  the m u n i c i p a l i t y  o r q u a l i­

f i e d  o r g a n i z a t i o n  the p r i v i l e g e  o f c o n d u c t i n g  b i n g o ,  r a f f l e s  and 

l o t t e r i e s ,  p u l l - t a b  games, ic e c l a s s i c s ,  r a i n  c l a s s i c s ,  g o o s e  c l a s­

sics,  m e r c u r y  c l a s s i c s ,  s a l m o n  c l a s s i c s ,  dog m u s h e r s '  c o n t e s t s ,  fish 

d e r b i e s ,  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  events, and c o n t e s t s  of skill.

Sec. 3. AS  0 5 . 1 5 . 1 1 5 ( c )  is a m e n d e d  to read:

(c) A  p e r m i t t e e  m a y  n o t  c o n t r a c t  w i t h  mo re  than  o n e  o p e r a t o r  at 

a t i m e  to c o n d u c t  the same t y p e  of a c t i v i t y .  For the p u r p o s e s  o f  this 

subsP',t"; b i n g o  games, r a f f l e s ,  l o t t er ie s,  p u l l - c a o  g a m e s ,  ice 

rain c la ss ic s , g o o s e  c l a s s i c s ,  m e r c u r y  c l a s s i c s ,  s a l m o n  

og m u s h e r s '  c o n t e s t s ,  f i s h  derbies, o f f - t r a c k  p a r i m u t u e l
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w a g e r i n g , c o n t e s t s  of skill, and a l l  a c t i v i t i e s  p e r m i t t e d  u n d e r  

A S  0 5 . 1 5 . 1 0 0 ( b )  ar e ea c h a d i f f e r e n t  t y p e  o f  a c t i v i t y .

* Sec. 4. A S  0 5 . 1 5 . 1 2 8  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to re ad:

(c) E x c e p t  as p r o v i d e d  in this s u b s e c t i o n ,  s u b s e c t i o n s  (a) and  

/(b) of this s e c t i o n  do no t a p p l y  to t h e  e x t e n t  an  o p e r a t o r  is c c n d u c t -  

'~|^/Lng o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  o n  b e h a l f  o f  a p e r m i t t e e .  Th e 

^ ^ / M ^ e p a r t m e n t  s h a l l  a d o p t  r e g u l a t i o n s  s p e c i f y i n g  the p e r c e n t a g e  o f  a d­

j u s t e d  g r o s s  i n c o m e  f r o m  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  t ha t an o p e r a­

tor m u s t  p a y  to a p e r m i t t e e .  T h e  d e p a r t m e n t  s h a l l  r e v o k e  the l i c e n s e  

o f  an o p e r a t o r  w h o  f a il s to c o m p l y  w i t h  t he se r e g u l a t i o n s  for  two

c o n s e c u t i v e  q u a r t e r s .  T h e o p e r a t o r  m a y  a p p e a l  the r e v o c a t i o n  as 

p r o v i d e d  in (b) of this s e c t i o n .

Sec. 5. A S  0 5 . 1 5 . 1 6 0 ( a )  is a m e n d e d  to re ad:

14!; (a) T h e  o n l y  e x p e n s e s  t h a t  m a y  b e  i n c u r r e d  or p a i d  in c o n n e c t i o n

w i t h  the o p e r a t i o n  of  an a c t i v i t y  u n d e r  a p e r m i t  i s s u e d  u n d e r  this

16 i'­
ll c h a p t e r  are b o n a  fi de  e x p e n s e s  r e a s o n a b l y  n e c e s s a r y  for
I

1 7  I!
li (1) go ods , w a r e s ,  [AND] m e r c h a n d i s e , and, in the c a s e  of

1 Q * |
. o f f - t r a c k  p a r i m u t u e l  w a g e r i n g ,  t e l e v i s i n g  r ig ht s,  n e c e s s a r y  for the
!|1 q i

o p e r a t i o n  o f  the a c t i v i t y ;

?o ii
' (2 ) p e r s o n a l  s e r v i c e s  i n v o l v e d  w i t h  the o p e r a t i o n  of  the

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

22
(A) an e m p l o y e e  of the p e r m i t t e e ;  or

? ? 11
(B) an  o p e r a t o r  h i r e d  b y  the p e r m i t t e e  to r o n d u c t  the

24 j
I a c t i v i t y  if the c o m p e n s a t i o n  is n o t  r e l a t e d  to the r e c e i p t s  f r o m
I

25 the a c t i v i t y .

26 * Sec. 6 . AS  0 5 . 1 5 . 1 8 0 ( a )  is a m e n d e d  to r ea d:

27
(a) E x c e p t  as p r o v i d e d  in AS  0 5 . 1 5 . 1 0 0 ( b ) ,  this c h a p t e r  do e s n o t

28
a u t h o r i z e  th e  us e  o f p l a y i n g  cards, di ce , r o u l e t t e  w h e e l s ,  c o i n -  

29
o p e r a t e d  i n s t r u m e n t s  or m a c h i n e s ,  or o t h e r  o b j e c t s  or i n s t r u m e n t s  
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used, d e s i g n e d ,  o r  i n t e n d e d  p r i m a r i l y  for g a m i n g  or g a m b l i n g  or any 

o t h e r  m e t h o d  or i m p l e m e n t  no t  e x p r e s s l y  a u t h o r i z e d  by the c o m m i s s i o n­

er. E q u i p m e n t  f o r  the p r o c e s s i n g  of  p a r i m u t u e l  w a g e r s  m a y  be u s e d  in 

o f f - t r a c k  p a r i m u t u e l  w a g e r i n g .

* Sec. 7. A S  0 5 . 1 5 . 1 8 0 ( b )  is a m e n d e d  to read:

(b) W i t h  the e x c e p t i o n  of  r a f f l e s ,  l o t t e r i e s ,  b i n g o  ga mes , p u ll - 

tab  g a m e s ,  r a i n  c l a s s i c s ,  g o o s e  c l a s s i c s ,  m e r c u r y  c l a s s i c s ,  s a l m o n

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

i z e d  u n d e r  AS 0 5 . 1 5 . 1 0 0 ( b ) ,  an a c t i v i t y  m a y  no t be l i c e n s e d  u n d e r  this 

c h a p t e r  u n l e s s  it e x i s t e d  in the s t a t e  in s u b s t a n t i a l l y  the s am e f o r m  

a n d  w a s  c o n d u c t e d  in s u b s t a n t i a l l y  the sam e m a n n e r  b e f o r e  J a n u a r y  1, 

1959.

* Sec. 8 . A S  0 5 . 1 5 . 1 8 0 ( f )  is a m e n d e d  to read:

(f) A  p e r s o n  u n d e r  the age of 19 y e a r s  m a y  n o t p l a y  a b i n g o  g a m e

o r  e n g a g e  in o f f - t r a c k  p a r i m u t u e l  w a g e r i n g .

* Sec. 9. A S  0 5 . 1 5 . 1 8 0 ( g )  is a m e n d e d  to read:

(g) A  m u n i c i p a l i t y  or  a q u a l i f i e d  o r g a n i z a t i o n  m a y  a w a r d  a

m a x i m u m  o f  5 1 , 0 0 0 , 0 0 0  in p r i z e s  e a c h  y e a r  in a c t i v i t i e s  a u t h o r i z e d

u n d e r  thi s c h a p t e r ;  h o w e v e r ,  if a m u n i c i p a l i t y  or a q u a l i f i e d  o r g a n i­

z a t i o n  c o n t r a c t s  w i t h  an  o p e r a t o r  to c o n d u c t  on  its b e h a l f  a c t i v i t i e s  

a u t h o r i z e d  u n d e r  this c h a p t e r ,  the m u n i c i p a l i t y  or q u a l i f i e d  o r g a n i z a -

/ t i o n  m a y  a w a r d  a m a x i m u m  o f  $5t .000 in p r i z e s  e a c h  year. In this

J  s u b s e c t i o n ^  " a c t i v i t i e s  a u t h o r i z e d  u n d e r  this c h a p t e r "  m e a n s  all

f  a c t i v i t i e s  s u b j e c t  to th is  c h a p t e r  o t h e r  th an  b i n g o  and o f f - t r a c k

p a r i m u t u e l  w a g e r i n g .

* Sec. 10. A S  0 5 . 1 5 . 2 1 0  is a m e n d e d  by  a d d i n g  n e w  p a r a g r a p h s  to read:

(35) " b r e a k a g e "  m e a n s  the  od d c e nt s  by w h i c h  the a m o u n t

p a y a b l e  on ea c h d o l l a r  w a g e r e d  in a n  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  

e v e n t  e x c e e d s  a m u l t i p l e  o f  10 cents;

-3- CSSB 2 7 9 ( C&RA)
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(36) " o f f - t r a c k  p a r i m u t u e l  w a g e r i n g "  m e a n s  a f o r m  o f w a g e r­

in g  o n the o u t c o m e  of  h o r s e  r a c e s  s h o w n  by  c l o s e d - c i r c u i t  t e l e v i s i o n  

at a l o c a t i o n  d i f f e r e n t  f r o m  th e l o c a t i o n  w h e r e  the ra c e t a ke s p l ac e 

in w h i c h  t h o s e  w h o  w a g e r  p e r s o n a l l y  p u r c h a s e  t i c k e t s  of v a r i o u s  d e n o m­

i n a t i o n s  on a h o r s e  or c o m b i n a t i o n  of h o r s e s  a n d  a l l  w a g e r s  for each  

r a c e  a r e  p o o l e d  a n d  h e l d  by the r a c e  t e l e v i s o r  fo r  d i s t r i b u t i o n ;  w h e n  

the o u t c o m e  of  th e r a c e  has  b e e n  d e c i d e d ,  the r a c e  t e l e v i s o r  d i s t r i b­

u t e s  a p e r c e n t a g e  of the total w a g e r s ,  a c c o r d i n g  to r e g u l a t i o n s  a d o p t­

ed by  th e d e p a r t m e n t ,  to the h o l d e r s  of t i c k e t s  on the w i n n i n g  h or s e s  

or c o m b i n a t i o n  of  h o r s e s .

CSSB 2 7 9 (C&RA) -A-
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TO:

FROM:

S e c t i o n a l  a n a l y s i s  o f S B  279 
( W or k O r d e r  No. 6-124 9)

S e n a t o r  M i k e  S z y m a n s k i
C ha ir ma n,  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  C o m m i t t e e

J o h n  B. G a g u i n e
L e g i s l a t i v e  C o u n s e l

As  y o u  r e q u e s t e d ,  e n c l o s e d  is a s e c t i o n - b y - s e c t i o n  a n a l y s i s  
of  SB 279.

S e c t i o n  1 ad ds  a n e w  c h a p t e r  to T i t l e  5 ( A m u s e m e n t s  a n d  
Sports) t h a t  w o u l d  a u t h o r i z e  a n d  r e g u l a t e  o f f - t r a c k  
p a r i m u t u e l  w a g e r i n g .  T h e  n e w  c h a p t e r ,  05.40, w o u l d  h a v e  
t h r e e  a r t i c l e s .

A r t i c l e  1 c r e a t e s  the  A l a s k a  R a c i n g  C o m m i s s i o n  in th e D e p a r t­
m e n t  of  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  T h e  c o m m i s s i o n  
w o u l d  h a v e  f i v e  m e m b e r s ,  a p p o i n t e d  b y  the g o v e r n o r ,  w i t h  
c e r t a i n  q u a l i f i c a t i o n s  r e q u i r e d  for  t h r e e  o f t h e  five; the 
m e m b e r s  w o u l d  s e r v e  s t a g g e r e d  t er m s o f  fo u r yea rs . T h e  g o v­
ern o r  w o u l d  b e  a u t h o r i z e d  to r e m o v e  a m e m b e r  f o r  cause. 
M e m b e r s  w o u l d  r e c e i v e  p e r  d i e m  only.

T h e  c o m m i s s i o n  is c h a r g e d  w i t h  1) a d o p t i n g  r e g u l a t i o n s  on 
o f f - t r a c k  e v e n t s  ( t e l e v i s e d  s h o w i n g s  of  h o r s e  r a c e s  at o t h e r  
l oc a t i o n s ,  w h e r e  b e t t i n g  is a l l o w e d  w h e r e  th e r a c e  is t e l e­
vise d) , i n c l u d i n g  the is s u a n c e ,  s u s p e n s i o n  a n d  r e v o c a t i o n  of 
l ic en ses , the  r e q u i r e d  p a r i m u t u e l  e q u i p m e n t  f o r  l i c en se es , 
a n d  a u d i t i n g  p r o c e d u r e s ;  2 ) r e g u l a t i n g  a n d  s u p e r v i s i n g  o f f­
tra c k  e ve nt s;  3) i n s p e c t i n g  a n d  a p p r o v i n g  the l o c a t i o n  of  
o f f - t r a c k  events; 4) s e t t i n g  l i c e n s e  fees; 5) r e p o r t i n g  
a n n u a l l y  to the l e g i s l a t u r e ;  6 ) k e e p i n g  r e c o r d s  of o f f - t r a c k  
event s;  a n d  7) s u p e r v i s i n g  the  m a k i n g  and  d i s t r i b u t i o n  of  
p a r i m u t u e l  p o o l s  for  o f f - t r a c k  e v e n t s .  T o  e n a b l e  it to 
c a r r y  ou t t h e s e  f u n c t i o n s ,  the  c o m m i s s i o n  is a u t h o r i z e d  to
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h i r e  s t a f f  a n d  h e a r i n g  o f f i c e r s  a n d  to c o m p e l  w i t n e s s  
t e s t i m o n y  a n d  d o c u m e n t  p r o d u c t i o n .  S t a f f  w o u l d  be in the 
p a r t i a l l y  e x e m p t  ser vi ce . A l l  r e c o r d s  of  the c o m m i s s i o n  
w o u l d  be  p u b l i c  r e c o r d s ,  a n d  al l  f e e s  r e c e i v e d  b y  the 
c o m m i s s i o n  w o u l d  g o  in t o t h e  g e n e r a l  fund. A r t i c l e  2 o f 
A S  0 5 . 4 0  w o u l d  r e q u i r e  a l i c e n s e  for  c o n d u c t i n g  p a r i m u t u e l  
w a g e r i n g  at an o f f - t r a c k  eve nt.  A  l i c e n s e  c o u l d  b e  r e v o k e d  
if its h o l d e r  v i o l a t e s  A S  05.40, a n d  c e r t a i n  p e r s o n s  c o u l d  
n o t  r e c e i v e  one. N o  m o r e  t h a n  one l i c e n s e  fo r  e v e r y  2 0 0 , 0 0 0  
p e o p l e  in th e s t a t e  m a y  be issue d,  a l t h o u g h  o n e  l i c e n s e e  m a y  
o p e r a t e  at m u l t i p l e  l o c a t i o n s .  T h e  c o m m i s s i o n  m a y  a s s e s s  an 
a n n u a l  f ee  fo r  e a c h  l o c a t i o n  at w h i c h  a n  o f f - t r a c k  e v e n t  is 
held, t he  fee  to r e f l e c t  the  c o m m i s s i o n ' s  e x p e c t e d  c o s t s  
c o n n e c t e d  to th e lo ca t i o n .

A r t i c l e  2 a l s o  p r o v i d e s  t h a t  t h e  h o l d e r  o f a n  o f f - t r a c k  l i­
c e n s e  p a y  to th e c o m m i s s i o n  e a c h  d a y 21 of th e f i r s t  $ 1 0 0 , 0 0 0  

of  g r o s s  r e c e i p t s  that day, a n d  31 of  g r o s s  r e c e i p t s  a b o v e  
$ 1 0 0 , 0 0 0 .  In a d d i t i o n ,  the  h o l d e r  m u s t  p a y  t h e  c o m m i s s i o n  
1 1 o f g r o s s  r e c e i p t s  o n e x o t i c  r a c e s  (r aces w h e r e  a m u l t i p l e  
w a g e r  s u c h  as a p e r f e c t a  or  an  e x a c t a  is a l l o w e d ) . T h e  c o m­
m i s s i o n  s h a l l  d e p o s i t  th i s m o n e y  i n t o  t he  g e n e r a l  fund, and 
s h a l l  s e g r e g a t e  t h e  a m o u n t  r e c e i v e d  du e  to e x o t i c  races.
T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  o n e - h a l f  of t h e  e x o t i c  r a c e s  
m o n e y  to th e A l a s k a  S t a t e  F a i r  and o n e - h a l f  to m u n i c i p a l i t i e s  
w h e r e  o f f - t r a c k  e v e n t s  are  lo cat ed.  T h e  l i c e n s e  h o l d e r  m a y  
r e t a i n  17% o f  th e f i r s t  $ 1 0 0 , 0 0 0  of  d a i l y  g r o s s  r e c e i p t s ,  
a n d  16% o f  a l l  d a i l y  g r o s s  r e c e i p t s  a b o v e  $ 1 0 0 , 0 0 0 .  In  a d­
diti on , t h e  h o l d e r  m a y  r e t a i n  4% of  th e  d a i l y  g r o s s  r e c e i p t s  
f r o m  e x o t i c  rac es .

A r t i c l e  2 a l s o  p r o h i b i t s  c e r t a i n  acts, a n d  p r o v i d e s  f o r  p e n­
a l t i e s  f o r  v i o l a t i o n s .  A m o n g  the  a c t s  p r o h i b i t e d  to m e m b e r s  
o f  th e p u b l i c  ar e th e c i r c u l a t i o n  o f  h a n d b o o k s  r e l a t e d  to 
o f f - t r a c k  b e t t i n g ,  b e t t i n g  o t h e r  t h a n  t h r o u g h  t h e  p a r i m u t u e l  
m e t h o d  w i t h  a l i c e n s e  h o l d e r ,  a n d  v i o l a t i n g  A S  05.40. L i c e n s e  
h o l d e r s  a r e  p r o h i b i t e d  f r o m  r e t a i n i n g  m o r e  t h a n  the s t a t u t o­
r i l y  set p e r c e n t a g e s  of  g r o s s  r e c e i p t s ,  a n d  c o m p u t i n g  b r e a k­
age at p o i n t s  th a t are n o t  m u l t i p l e s  of  $ . 1 0 .

A r t i c l e  3 ad ds  so me  g e n e r a l  p r o v i s i o n s  a n d  d e f i n i t i o n s .  O p ­
e r a t i o n s  o f  th e c o m m i s s i o n  a r e  s u b j e c t  to th e A d m i n i s t r a t i v e  
P r o c e d u r e  Act, a n d  m e m b e r s  o f  the  c o m m i s s i o n  a r e  s u b j e c t  to 
the  c o n f l i c t - o f - i n t e r e s t  act.

S e c t i o n  2 of SB 279  r e q u i r e s  the D e p a r t m e n t  o f  P u b l i c  S a f e t y  
to a s c e r t a i n  w h e t h e r  c o m m i s s i o n  a p p o i n t e e s  a n d  a p p l i c a n t s
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for c o m m i s s i o n  e m p l o y m e n t  h a v e  b e e n  c o n v i c t e d  of  f e l o n i e s  or 
g a m b l i n g  o f f e n s e s .

S e c t i o n  3 puts  c o m m i s s i o n  e m p l o y e e s  in the p a r t i a l l y  e x e m p t  
s e r v i c e .

S e c t i o n  4 m a k e s  c o m m i s s i o n  m e m b e r s  s u b j e c t  to the  c o n f l i c t -  
o f - i n t e r e s t  law, AS  39.50.

S e c t i o n  5 m a k e s  the c o m m i s s i o n  s u b j e c t  to t h e  a d m i n i s t r a t i v e  
a d j u d i c a t i o n  p r o c e d u r e s  o f  the A d m i n i s t r a t i v e  P r o c e d u r e  Act.

S e c t i o n  6 r e q u i r e s  the g o v e r n o r  to m a k e  i n i t i a l  a p p o i n t m e n t s  
to the c o m m i s s i o n  w i t h i n  1 2 0  da y s of  the  e f f e c t i v e  d a t e  of  
the bill.

S e c t i o n  7 m a k e s  the b i l l  e f f e c t i v e  on J u l y  1, 1990.

If I m a y  be  of f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

J G : m i
w k m i 6 / 0 2 6
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IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For an Act e n t i t l e d :  "An  A c t  a u t h o r i z i n g  o f f - t r a c k  p a r i m u t u e l  r a c i n g  as

c h a r i t a b l e  g a m i n g . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  0 5 . 1 5 . 0 6 0  is a m e n d e d  b y a d d i n g  a n e w  p a r a g r a p h  to read: 

(13) the d e t e r m i n a t i o n  o f  the p e r c e n t a g e  of t o t al  w a g e r s  in

an c f f - t r a c k  p a r i m u t u e l  w a g e r i n g  e v e n t  that  mu s t be d i s t r i b u t e d  to the 

h o l d e r s  o f  t i c k e t s  on w i n n i n g  h o r s e s  o r c o m b i n a t i o n s  of h o r s e s ;  the 

d e p a r t m e n t  m a y  d i f f e r e n t i a t e  b e t w e e n  th e total w a g e r s  i n v o l v i n g  c o m­

b i n a t i o n s  of h o r s e s  an d the t o t a l  w a g e r s  i n v o l v i n g  a s i n g l e  h o r s e ,  a n d 

m a y  a u t h o r i z e  the p e r m i t t e e  o r  o p e r a t o r  to r e t a i n  o r e a k a g e  no t to
ii

16M
e x c e e d  2 0 p e r c e n t  of the t o ta l p o o l  in a race.

* Sec. 2. A S  0 5 . 1 5 . 1 0 0 ( a )  is a m e n d e d  to read:
i

(a) T h e  c o m m i s s i o n e r  m a y  i s s u e  a p e r m i t  to a m u n i c i p a l i t y  or

19 ii
q u a l i f i e d  o r g a n i z a t i o n .  Th e p e r m i t  g i v e s  the m u n i c i p a l i t y  or q u a l i -

2 0 1'
f ie d o r g a n i z a t i o n  the p r i v i l e g e  o f  c o n d u c t i n g  bi ng o,  r a f f l e s  a n d

2 |  ii

l o t t e r i e s ,  p u l l - t a b  ga mes , ice  c l a s s i c s ,  r a i n  c l a s s i c s ,  g o o s e  clas-

22 *!
sics, m e r c u r y  c l a s s i c s ,  s a l m o n  c l a s s i c s ,  d o g  m u s he rs ' c o n t e s t s ,  fi sh  

d e r b i e s ,  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  ev en ts,  and c o n t e s t s  of s k i H .

24
* Sec. 3. A S  0 5 . 1 5 . 1 1 5 ( c )  is a m e n d e d  to read:

|i
25 |

(c) A  p e r m i t t e e  m a y  not  c o n t r a c t  w i t h  more th an  one o p e r a t o r  at

26
a time to c o n d u c t  the sa m e type  o r  a c t i v i t y .  For the p u r p o s e s  o f  this

2 7 1
s u b s e c t i o n ,  b i n g o  gam es , r a f f l e s ,  l o t t e r i e s ,  p u l l - t a o  g a m e s ,  ice

28  ,  ,  .
c l a s s i c s ,  r a m  c l a s s i c s ,  g o o s e  c l a s s i c s ,  m e r c u r y  c l a s s i c s ,  s a l m o n

c l a s s i c s ,  d o g  m u s h e r s '  c o n t e s t s ,  f i s h  d e r bi es , o f f - t r a c k  p a r i m u t u e l
29
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wagering;, c o n t e s t s  of ski ll , a n d  a ll  a c t i v i t i e s  p e r m i t t e d  u n d e r

AS 0 5 . 1 5 . 1 0 0 ( b )  a r e  e a c h  a d i f f e r e n t  t y p e  o f  a c t i v i t y .

* Sec. U . A S  0 5 . 1 5 . 1 2 8  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) E x c e p t  as p r o v i d e d  in this s u b s e c t i o n ,  s u b s e c t i o n s  (a) and

(b) of this s e c t i o n  do n o t  a p p l y  to t h e  e x t e n t  a n o p e r a t o r  is c o n d u c t­

ing o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  o n  b e h a l f  of  a p e r m i t t e e .  The

d e p a r t m e n t  s h a l l  a d o p t  r e g u l a t i o n s  s p e c i f y i n g  the p e r c e n t a g e  of a d­

j u s t e d  g r o s s  i n c o m e  f r o m  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  that an o p e r a­

tor m u s t  p a y  to a p e r m i t t e e .  T h e  d e p a r t m e n t  s h a l l  r e v o k e  the li c ens e 

of an o p e r a t o r  w h o  f a i l s  to c o m p l y  w i t h  t h e s e  r e g u l a t i o n s  for two 

c o n s e c u t i v e  q u a r t e r s .  T h e  o p e r a t o r  m a y  a p p e a l  the r e v o c a t i o n  as 

p r o v i d e d  in (b) of  this  s e c t i o n .

* Sec. 5. AS  0 5 . 1 5 . 1 6 0 ( a )  is a m e n d e d  to re ad:

(a) T h e  o n l y  e x p e n s e s  t h at  m a y  b e  i n c u r r e d  or p a i d  in c o n n e c t i o n  

w i t h  the o p e r a t i o n  o f a n  a c t i v i t y  u n d e r  a p e r m i t  i s s u e d  u n d e r  this 

c h a p t e r  are b o n a  f i d e  e x p e n s e s  r e a s o n a b l y  n e c e s s a r y  for

(1) g oo d s ,  w a r e s ,  [AND] m e r c h a n d i s e , and, in the c a s e  of 

o f f - t r a c k  p a r i m u t u e l  w a g e r i n g ,  t e l e v i s i n g  r ig h ts , n e c e s s a r y  for the 

o p e r a t i o n  of  the a c t i v i t y ;

(2 ) p e r s o n a l  s e r v i c e s  i n v o l v e d  w i t h  the o p e r a t i o n  of the 

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

(A) an e m p l o y e e  of the p e r m i t t e e ;  or

(B) an  o p e r a t o r  h i r e d  b y  the p e r m i t t e e  to c o n d u c t  the

a c t i v i t y  if the c o m p e n s a t i o n  is n o t  r e l a t e d  to the r e c e i p t s  fr o m 

the a c t i v i t y .

* Sec. 6 . AS  0 5 . 1 5 . 1 8 0 ( a )  is a m e n d e d  to re ad:

(a) E x c e p t  as p r o v i d e d  in A S 0 5 . 1 5 . 1 0 0 ( b ) ,  this c h a p t e r  does  not

a u t h o r i z e  the u s e  of p l a y i n g  car ds , dice, r o u l e t t e  w h e e l s ,  c o i n­

o p e r a t e d  i n s t r u m e n t s  or m a c h i n e s ,  o r  o t h e r  o b j e c t s  or i n s t r u m e n t s  

C S S B  2 7 9 ( C&RA) -2-
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used., d e s i g n e d ,  or i n t e n d e d  p r i m a r i l y  fo r g a m i n g  or g a m b l i n g  or a n ­

o t h e r  m e t h o d  or i m p l e m e n t  n o t  e x p r e s s l y  a u t h o r i z e d  by the c o m m i s s i o n­

er . E q u i p m e n t  for the p r o c e s s i n g  of p a r i m u t u e l  v a g e r s  m a y  be u s e d  ir 

o f f - t r a c k  p a r i m u t u e l  w a g e r i n g .

* Sec. 7. A S  0 5 . 1 5 . 1 8 0 ( b )  is a m e n d e d  to read:

(b) W i t h  the e x c e p t i o n  of  r a f f l e s ,  l o t t e r i e s ,  b i n g o  games, pull- 

t a b  ga me s,  r a i n  c l a s s i c s ,  g o o s e  c l a s s i c s ,  m e r c u r y  c l a s s i c s ,  salmor 

c l a s s i c s ,  o f f - t r a c k  p a r i m u t u e l  w a g e r i n g ,  and o t h e r  a c t i v i t i e s  a u t h o r­

i z e d  u n d e r  AS 0 5 . 1 5 . 1 0 0 ( b ) ,  an a c t i v i t y  m a y  not  be l i c e n s e d  u n d e r  this

c h a p t e r  u n l e s s  it e x i s t e d  in t h e  s t a t e  in s u b s t a n t i a l l y  the same  fort

a n d  w a s  c o n d u c t e d  in s u b s t a n t i a l l y  the same m a n n e r  b e f o r e  J a n u a r y  1, 

1959.

* Sec. 8 . A S  0 5 . 1 5 . 1 8 0 ( f )  is a m e n d e d  to read:

(f) A  p e r s o n  u n d e r  the a g e  of  19 y e a r s  m a y  n o t  p l a y  a b i n g o  game

or  e n g a g e  in o f f - t r a c k  p a r i m u t u e l  w a g e r i n g .

* Sec. 9. AS  0 5 . 1 5 . 1 8 0 ( g )  is a m e n d e d  to read:

(g) A  m u n i c i p a l i t y  o r a q u a l i f i e d  o r g a n i z a t i o n  m a y  a w a r d  a 

m a x i m u m  of $ 1 ,0 0 0 , 0 0 0  in p r i z e s  e a c h  y e a r  in a c t i v i t i e s  a u t h o r i z e d  

u n d e r  this cha pt er ; h o w e v e r ,  if a m u n i c i p a l i t y  or a q u a l i f i e d  o r g a n i­

z a t i o n  c o n t r a c t s  w i t h  an  o p e r a t o r  to c o n d u c t  on its b e h a l f  a c t i v i t i e s  

a u t h o r i z e d  u n d e r  this c h a p t e r ,  th e m u n i c i p a l i t y  or q u a l i f i e d  o r g a n i z a­

ti o n  m a y  a w a r d  a m a x i m u m  o f  $ 5 0 0 , 0 0 0  in p r i z e s  e a c h  y e a r.  In this

s u b s e c t i o n ^  " a c t i v i t i e s  a u t h o r i z e d  u n d e r  this c h a p t e r "  m e a n s  all

a c t i v i t i e s  s u b j e c t  to this c h a p t e r  o t h e r  than b i n g o  a n d  o f f - t r a c k  

p a r i m u t u e l  w a g e r i n g .

* Sec. 10. AS  0 5 . 1 5 . 2 1 0  is a m e n d e d  by  a d d i n g  n e w  p a r a g r a p h s  to read:

(35) " b r e a k a g e "  m e a n s  the rj d  ce nts b y  w h i c h  the a m o u n t  

p a y a b l e  on  e a c h  do l l a r  w a g e r e d  in a n o f f - t r a c k  p a r i m u t u e l  w a g e r i n g  

e v e n t  e x c e e d s  a m u l t i p l e  of 10 ce nt s;

-3 - C S S B  2 7 9 (C&RA)
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(36) " o f f - t r a c k  p a r i m u t u e l  w a g e r i n g "  m e a n s  a f o r m  o f  w a g e r­

ing  o n  the o u t c o m e  of  h o r s e  r a c e s  s h o w n  b y  c l o s e d - c i r c u i t  t e l e v i s i o n  

at a l o c a t i o n  d i f f e r e n t  f r o m  th e  l o c a t i o n  w h e r e  the ra ce  t a k e s  p l ace  

in w h i c h  t h o s e  w h o  w a g e r  p e r s o n a l l y  p u r c h a s e  t i c k e t s  of v a r i o u s  d e n o m­

i n a t i o n s  on a h o r s e  or c o m b i n a t i o n  of h o r s e s  a n d  all w a g e r s  for  e a c h  

r a c e  a r e  p o o l e d  a n d  h e l d  by th e r a c e  t e l e v i s o r  f o r  d i s t r i b u t i o n ;  w h e n  

the  o u t c o m e  o f  the r a c e  has  b e e n  d e c i d e d ,  the r a c e  t e l e v i s o r  d i s t r i b­

u t e s  a p e r c e n t a g e  of the total w a g e r s ,  a c c o r d i n g  to r e g u l a t i o n s  a d o p t­

ed b y  the d e p a r t m e n t ,  to the h o l d e r s  of  t i c k e t s  o n the w i n n i n g  ho r s e s  

or c o m b i n a t i o n  of  ho r s e s .

CSSB 2 7 9 (C&RA) -4-



COMMUNITY AND REGIONAL AFFAIRS COMMITTEE 
TUESDAY 

APRIL 25, 1989

SENATE BILL 279, ESTABLISHING THE ALASKA RACING COMMISSION AND 
AUTHORIZING OFF-TRACK PARIMUTUEL WAGERING AND PROVIDING FOR

AN EFFECTIVE DATE.
SPONSOR: C&RA COMMITTEE 

FISCAL: COMMERCE $184.7 W/ $307.5 REVENUE IN FY90

THE NEXT BILL BEFORE THE COMMITTEE IS SENATE BILL 279, 
ESTABLISHING THE ALASKA RACING COMMISSION AND AUTHORIZING 
OFF-TRACK PARIMUTUEL WAGERING AND PROVIDING FOR AN EFFECTIVE 
DATE.

THIS BILL IS GOING INTO A SUB-COMMITTEE WITH SENATOR PEARCE AS 
CHAIR AND...



SIAM O F W ASHINGTON

Apri1 7, 1989

The Honorable Senator A1 Adams 
Capitol Building 
Room 423
Juneau, Alaska 99811 

Dear Senator Adams:

In regard to your Committee question on the amount of revenue which 
would occur if the satellite amendment were to become law, I would 
reply as follows.

Based on the Alaskan population of between 500,000 - 550,000 and four 
to six locations and further based on the formula in the Amendment 
and on the projections submitted to the Committee, I would estimate 
a daily gross of $300,000. The revenue to the State would be $8,000 
per day ( Two percent of $100,000, three percent of $200,000), plus 
one percent on the exotic race wagering (Forty percent of the total) 
which would produce an additional $1,200 per day for cities and state 
fairs.

Yours very truly,

John Crowley 
Executive Secretary

JC:ps



SY N O P S IS  -  CS HOUSE B IL L  2 9
HB 2 9  PROVIDES (OR T i l t  ESTABLISHMENT OF AN ALASKA RACINO COMMISSION ANii D E L IN E ­
ATES THE REQUIREMENTS FOR THE CONDUCT OR "RACK MEETS". "RACE: MEETS" MEANING TIIF. 
ACTUAL PERFORMANCE OF L IV E  HORSES RACING AT A TRACK FA C IL ITY  APPROVED BY TIIF. APP­
ROPRIATE STATE COMMISSION AND CONDUCTED BY A LICENSED  RACE MEET OPERATOR IN  ACC­
ORDANCE WITH ALL APPLICABLE LAWS AND REGULATIONS. MUCH INFORMATION HAS ALREADY 
BEEN AVAILABLE ON TH IS  SECT IO N  OF THE B IL L  SO TH IS  REPORT W ILL  CONCENTRATE MORE 
FULLY OS THAT PORTION OF THE H IL L  COMMENCING WITH ART IC LE  3 ,  "OFF TRACK EVENTS".

TH IS  "OFF TRACK EVENTS" LEG ISLA T IO N  IS  S IM ILA R  TO THAI WHICH I S  NOW IN EX ISTENCE  
IN SOME IS  S IA T E S . IT  ALLOWS AN "OFF TRACK EVENT" L ICEN SEE  TO PROVIDE FOR THE 
PC B 1 .IC , S l'B lE C T  TO THE RULES AND REGULATIONS PROMULGATED IIV TIIF. COMM ISSION . FA C - 
I I .1 1 1 L S  WHEREIN ONE CAN WATCH L IV E  RACING PROM STATES SUCH AS WASHINGTON AND C A L I­
FORNIA MUCH III Till: SAMI. MANNER AS YOU VIEW YOUR TE LEV IS IO N  AT HOME. T ill THREE  
MAIN DIFFERENCES BEING ( I )  THE TELEV IS IO N  SCREENS WOULD HE LOCATED IN A SKPFRA1F  
BU S IN E SS  FA C IL ITY  S IM ILAR  TO  A RESTAURANT LOUNGE. ( 2 )  THE TELECAST  MOULD BE V IEW ­
ED SIMULTANEOUSLY WITH IT S  HAPPENING AT THE OR IG INAT ING  RACE TRACK THROUGH THE 
TECHNOLOGY OF SA TELL ITE  COMMUNICATIONS AND, ( 3 )  ONE WOULD BE PERM ITTED TO MAKE 
WAGERS ON T ill. OUTCOME OF EACH RACE WITH ALL WAGERS REG ISTERED  INTO AND ALL PAYOFFS 
DETERMINED IIV SOPH IST ICATED  COMPUTER SYSTEMS DESICNED SP EC IF IC A LLY  FOR SUCH PUR­
PO SE , EXACTLY AS ONE WOULD PA RT IC IPATE  WERE HF./SIIK ACTUALLY AT THE RACK TRACK.

L IC E N SE E 'S  SHARE
THE LEG ISLA T IO N  D IRECTS THAT A MAXIMUM OF 1 7 1  OF THE DAILY  GROSS RECE IPTS  BE 
RETAINED BY THE L ICENSEE  FOR COSTS OF OPERATION AND P R O F IT . T H I S ,  COUPLED W ITH  
THE 3 7  PROVIDED FOR STATE TAXES ASSURES A RETURN OF BOX TO THE PA RT IC IPA N TS .

STATE REVENUE
THE LEG ISLA T IO N  U1RECTS A D A ILY  MUTUEL TAX ON "OFF TRACK EVENTS" OF 27. OF THE 
F IR ST  5 1 0 0 ,0 0 0  OF WAGERING AND IX OF WAGERING IN  EXCESS OF S IO O .O O O . A D D IT IONALLY , 
IX  OF A LL EXOT IC  (M U LT IPLE  WAGEKS i f . ,  DA ILY  DOUBLE, EXACTA, Q U IN E LLA , P ICK  S I X ,  
E T C .)  WAGERING. ALL PAYMENTS ARK REMITTED ON A DAILY B A S IS . ESTIMATED F ISC A L  
IMPACT ON TIIF. STATE OF ALASKA I S :

TOTAL D A ILY  HANDLE S I 5 0 . 0 0 0  
2X TAX ON $ 1 0 0 , 0 0 0  $ 2 , 0 0 0  p e r  d a y
3X TAX ON 5 0 ,0 0 0  1 , 5 0 0  p e r  d a y
IX  TAX ON EXOTIC  RACES 6 0 , 0 0 0  6 0 0  p e r  d a y
(EXO T IC S  COMPRISE 4 0 2  OF TOTAL 
HANDLE BY NATIONAL AVERAGE) $ . ' . ,1 0 0  p e r  d a y

ANT IC IPATED  DAYS OF OPERATION J 0 0
$ 1 , 2 ) 0 , 0 0 0  PER YEAR

ADD ITIONAL REVENUES W ILL BF. REAL 17.El) FROM ADM ISSION TA XES , FOOD AND BEVERAGE 
TAXES , AND CORPORATION INCOME TAX.

EMPLOYMENT
TIIE CREATION OK 30  TO 5 0  NEW JOBS IS  CONTEMPLATED, DEPENDING OS THE DEGREE OF  
P U B L IC  ACCEPTANCE.

ADD IT IONAL BENEF IC IA L  CONSIDERATIONS  
BENEF IT  TOURISM EFFORTS BY PROVIDING RECREATION AND ENTERTAINMENT O PT IO N S .
PROV IDE ENTERTAINMENT T I E - I N  WITH SPORTS COMPLEX DEVELOPMENT PROPOSED AT 
EAGLE RIVER AND HATCHER PASS AS WELL AS A I.YESKA .
COULD BE USED AS A NETWORK TO SIMULCAST PALMER AND OTHER FAIRGROUND RACKS 
THROUGHOUT ALASKA BENEF IT IN G  THE FA IR C IR C U IT  WITH ENHANCED PARIMUTUEL HANDLE.
COULD BE ADAPTED TO INCLUDE FUR RENDEZVOUS, FAIRBANKS ICE  CARN IVAL , AND 1DITAROU  
DOG RACES FOR THE PURPOSE OF DEVELOPING PURSE MONEY.



TITLE: establishing the CONTACT: Gayle A. Horetskl
Alaska Racing Commission Deputy Commissioner
and authorizing off-track 465-4322
parimutuel wagering...

B I L L  NO: SB  279 DATE :  April 2 0 ,  1 9 8 9

Senate Bill 279 will legalize off-track parimutuel betting.

Under Section 2 of the bill, the Department of Public Safety will be 
required to run criminal history checks on certain Individuals. Because the 
number of persons whose records must be checked Is expected to be very 
small, the Department believes that this Impact can be absorbed using 
existing staff and resources.

The Department of Public Safety takes no position on this bill.

Arthur English 
Commissioner



STATE OF ALASKA

19 8 9  L E G I S L A T I V E  SE SS IO N

B I L L  VERSION: SB  279

P U B L I S H  DATE:  ___________

FISCAL NOTE
REQUEST:  ________________________________________

Revision__________ Date: ________________  Agency Affected:  Publ 1c Safety
Title:  Alaska Racing Commlss1on/off- BRU: Alaska State Troopers
. track_bett1ng_______________________________ •

Sponsor:_____Senate C&RA________________  Component: ______________________
Requestor: Senate C&RA_______________ _______________________________________

EXPENDITURES/REVENUES: (1fhousands of Dollars. < Inf 1 a1tlon not included)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL -0- -0- _o_ -0- -0- -0-

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

ANALYSIS: (Attach a separate page If necessary)

Under Section 2 of the bill, the Department of Public Safety will be 
required to run criminal history checks on certain Individuals. Because 
the number of persons whose records must be checked Is expected to be 
very small, the Department believes that this Impact can be absorbed using 
existing staff and resources.

K^.nPrepared by: __ Gayle A. Horetskl. Deputy Commissioner Phone: 465-4322
qO®division: Office of the Commissioner_____________________ Date: 4/20/89______

'W O
Approved by Commissioner: ^  1—  Arthur English Date:  4/20/89_______
Agency: _ Department of Public Safety__________________

page ]_o f  1
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STATE t )F  ALASKA
1989 LEGISLATIVE SESSION

BILL VERSION: SB 279
PUBLISH DATE:  _______

REQUEST:
FISCAL NOTE

Revision Dale:______________________________
jille :"Alaska Racing C om m iss ion .. . o f f -

tr a c k  p a r im u te l  w a g e r i n g . . ." ________
Sponsor: S e n a te  C & RA_________________
Requestor: S en a te  C & RA__________________

Agency Affected: Department o f  Law 
BRU: Legal S e r v ic e s _____________

Components : O p era t io n s

EXPENDITURES/REVENUES:___ (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

7 5 .0

TOTAL OPERATING - 0 - - 0 - 7 5 .0 - 0 - - 0 - - 0 -

CAPITAL

REVENUE |

FUNDING: (Thousands of Dollars)GENERALFUND FEDERAL FUNDS OTHER TOTAL
- 0 - - 0 - 7 5 .0 - 0 - - 0 - - 0 -

POSITIONS:

FULL-TTME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS : (Attach a separate page if necessary)

P le a s e  s e e  the  a t ta c h e d  a n a l y s i s .

j f  <=/. & A
i . R ichard I .  P e g u e s ,  P i jfii

Division : A d m in is t r a t iv e  S e r v ic e s  /J_________ . Date ■ APr i l  2 4 ,  1989

Approved by Commissioner: D ouglas B. B a if f l ,  A tto rn ey  G e n e r a . A p r i l  24, 1969

Preparedby: R ichard I .  P e g u e s ,  D if t /c to r ____________________  • 4 65 -3672
' s t fr ^ t iv e  S e r v ic e s  /J . ,

oner: D ouglas ..................
Agency: Department o f  Law

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page—i—  of



C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S
F o r  B i l l /R e s o lu t io n  N o . Sb 27.9_________

T h is  b i l l  amends AS 05 by ad d in g  a n»w ch a p te r  th a t  
e s t a b l i s h e s  th e  A laska  R acing 2ommission and a u t h o r iz e s  o f f - t r a c k  
p a r im u te l  w a g e r in g .  The b i l l  p r o v id e s  th a t  th e  com m ission and i t s  s t a f f  
would be r e s p o n s i b l e  f o r  r e g u l a t i n g  a l l  a s p e c t s  o f  o f f - t r a c k  h o r se  
r a c in g  p a r im u te l  w a g e r in g ,  i n c lu d in g ;  l i c e n s i n g ,  i n s p e c t i o n ,  l o c a t i o n ,  
a u d i t i n g ,  eq u ip m en t,  making and d i s t r i b u t i n g  p a r im u te l  p o o l s ,  and 
k eep in g  r e c o r d s  o f  a l l  c o l l e c t i o n s  and d is b u r s e m e n ts  from o f f - t r a c k  
e v e n t s .  The b i l l  d e f i n e s  an " o f f - t r a c k  e v e n t"  as  an e v e n t  d u r in g  which  
a h o r se  r a c e  can be v iew ed  s im u l ta n e o u s ly  a t  a l o c a t i o n  d i f f e r e n t  from 
the l o c a t i o n  a t  which th e  r a c e  ta k e s  p l a c e ,  and d u r in g  which th e  v ie w e r s  
can u se  a p a r im u te l  sy s tem  to  p la c e  wagers on th e  outcome o f  the r a c e  
b ein g  v ie w e d .  I t  t h e r e f o r e  appears  t h a t ,  under th e  p r o v i s i o n s  o f  the  
b i l l ,  p a r im u t e l  w ager in g  on h o r s e  r a c e s  o c c u r r in g  o u t s id e  th e  s t a t e  
could  o c c u r  i n  A lask a  "h orse  p a r lo r s "  v i a  s a t e l l i t e  t e le c o m m u n ic a t io n s .  
The b i l l  p r o v id e s  t h a t  th e  com m ission  s h a l l  adopt i t s  r e g u l a t i o n s  and 
ca r ry o u t  i t s  r e g u la t o r y  d u t i e s  in  c o n s u l t a t i o n  w ith  th e  a t to r n e y  
g e n e r a l .  The b i l l  f u r t h e r  p r o v id e s  t h a t  t h e  a t to r n e y  g e n e r a l  s h a l l  
e n fo r c e  th e  r e g u l a t i o n s  o f  th e  com m ission .

I t  i s  th e  Department o f  Law's v ie w  t h a t  a s u b s t a n t i a l  body o f  
r e g u l a t i o n s  w i l l  need to  be d r a f t e d  and ad op ted  in  order  to  implement  
the  b i l l .  A o n e - t im e  cos*. o f  $ 7 5 ,0 0 0  w i l l  be r e q u ir e d  by th e  
d e p a r tm e n t 's  L e g a l  S e r v ic e s  BRU to  h i r e  an o u t s id e  c o n s u l t a n t  to  
a c c o m p lish  t h i s  r e g u l a t i o n s  d r a f t i n g  e f f o r t .  T h is  i s  p ro b a b ly  th e  
minimum amount n e c e s s a r y  t o  in s u r e  proper r e g u la t o r y  o v e r s i g h t ,  i f  t h i s  
form o f  w a g e r in g  i s  l e g a l i z e d  i n  th e  s t a t e .

U n f o r t u n a t e ly ,  we cannot p r e d i c t  f u t u r e  l e g a l  c o s t s  t h a t  may 
occur on ce  o f f - t r a c k  w ager in g  i s  e s t a b l i s h e d ,  b e c a u se  o f  our t o t a l  la c k  
o f  e x p e r ie n c e  i n  t h i s  a r e a .  I t  i s  c o n c e i v a b l e ,  how ever , t h a t  i f  
p a r im u te l  w a g e r in g  becomes w e l l  e s t a b l i s h e d  t h a t  a t  l e a s t  one c i v i l  
a t to r n e y  and one c r i n r n a l  a t t o r n e y ,  p lu s  su p p ort  c o s t s ,  co u ld  be 
r e q u ir e d  on a c o n t in u in g  b a s i s  due to  o f f - t r a c k  w ager in g  a c t i v i t y .  
Because o f  th e  s e v e r e  bud get  c o n s t r a i n t s  t h a t  have a lr e a d y  been f e l t  by 
the d e p a r tm e n t ,  and b ecau se  o f  f u r t h e r  b u d get  r e d u c t io n s  t h a t  appear  
l i k e l y  i n  FY 9 0 ,  i t  w i l l  be n e c e s s a r y  to  r e q u e s t  a d d i t i o n a l  funds when 
•and i f  o f f - t r a c k  w ager in g  makes i t  n e c e s s a r y  to  do s o .  O th e r w ise ,  s t a t e  
r e g u la t i o n  o f  o f f - t r a c k  w a g e r in g  may n o t  be p o s s i b l e .

pace 2 o f _ 2



April 22, 1989

Senator Drue Pearce 
P. 0. Box V
'uneuu, Alaska 99811

*.• '"i]. Senator:

I uhank you Lor taking of your time from a very busy schedule to
respond to my letter regarding off track parimutuel betting in Alaska,
t'nfortunately your response created more questions in my mind than it 
did answers.

1. You did not state why you do not support this activity in Alaska.
T! .is a proven form of popular entertainment and tax revenue in a very large
n i- of the United States. Perhaps your concerns can be addressed satis­

factorily.

2. The off track events aspects of the bill is patterned after the 
State of Washington legislation, considered by many in the industry to be
a model bill. Section 05.40.990, "Definitions" provides proper definitions 
that cure standard in the industry. Additional definitions, if required, would 
presumably be included in the Regulations that would be promulgated to 
govern the activity.

3. Safeguards are provided by the host track, ie, Longacres, Santa 
Anita, Del Mar, etc., where the purity of racing is diligently protected, 
not only for the public's sake but also to preserve the integrity of racing
:.r\ order to ensure continued public acceptance and enjoyment. Other safeguards, 
■j: iho State and the public, is built into the sophisticated computer 
• jii [.vihr.t utilized to record all wagers and determine all payouts.

•1. how m u d  i net revenue from a single source is necessary to attract 
the interest of the Legislature? Is it in the millions, or should any new 
.industry be of interest to this economically stricken State.

m e m b e r  Accredited G e m  Laboratory

Manufacturing jewler Goldsmith Custom Jewelry Jewelry Repair Appraisals Certified Gemologist



5. Ls the creation of 50 to 100 jobs in todays ailing market 
place of any .interest to the legislature?

6 . Is the creation of an additional tourist entertainment 
industry of any interest to the Legislature?

Remember this new industry is at no cost to the State but will pay 
the State a percentage of all revenue and create 50 to ICO jobs for 
tax revenue to local governments.

We would like your support of this bill to bring a new industry to 
Alaska. If you have any other concerns please contact me.

Sincerely,

Robert J. McGrane
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S E N A T E  C O M M I T T E E  R E P O R T

F I R S T  C O M M I T T E E  O F  R E F E R R A L  

D a t e  o f  5 - D A Y  N O T I C E  4 " £ l  0 1
IN  A C C O R D A N C E  W I T H  U N I F O R M  R U L E  23
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The right vote 
was ‘No’ vote

Lawmakers made the righ t decision last week 
when they rejected the F a irb an ks  North Star 
B o rough’s attem pt to annex a p o rtio n  o f the 
trans-Alaska p ipe lin e . ....   .................  . . .

The proposed add itio n , crafted to annex 10 m iles of 
the p ipe line s itting on a 216-square-mile parcel of land 
northwest of F a irbanks , v/ould hava set a very bad 
precedent. ;

Fairbanks wanted the p ipe line  fo r one reason: to 
tax it . The annexation w ou ld  have been worth about 
$2 m illio n  in  property-tax revenue in  19S0. That* $2 
m illio n  would have gone a long w ay to ease the 
Golden Heart C ity’s current budget crisis.

The Local B oundary  Com m ission apparently  
thought F a irbanks’ fin anc ia l need was adequate 
justification for the annexation. It  w asn’t —  nor 
should financ ia l need ever be the basis of flaw ed 
po lic ies. Such an approach is nothing more than 
a rb itra ry  no matter what k in d  of covering it wears. 
Boundary changes are supposed to .be in  the pub lic  
interest —  and Fa irbanks c learly  had on ly  a financ ia l 
interest in  the m atter.
• Annexations typ ic a lly  have revenue im p lications, 

but they never should be strictly revenue-generating 
actions. Lawm akers had it  right when they vto ld 
Fairbanks it  was out o f lin e  to go after the p ipe line . 
N ow  they ought to  t e ll the Loca l B oundary  
Com m ission to e stab lish  tougher standards fo r 
annexations. ’* " f • •• "  ■ -- "
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TO: R e p r e s e n t a t i v e  D i c k  ^ h u l t z

FROM: R i c h a r d  A. B r a d l e y
L e g i s l a t i v e  Counsel]

It is c l e a r  to m e  that f a m i l i a r i t y  w i t h  t h e  m a t t e r s  t h a t  ar e 
p e n d i n g  b e f o r e  the c o m m i s s i o n  is n o t  a g r o u n d  fo r d i s q u a l i­
f i c a t i o n  b y  a  m e m b e r  of t h e  c o m m i s s i o n .  T h e  l a w  e s t a b l i s h­
in g  the c o m m i s s i o n ,  A S  4 4 . 4 7 . 5 6 5 ,  r e q u i r e s  t h a t  a m e m b e r  b e  
f r o m  ea ch  o f  t h e  fo ur  r e g i o n s  o f  th e  state.

W h i l e  t h er e a r e  m a n y  v a l i d  p o l i c y  r e a s o n s  f o r  r e q u i r i n g  th at  
m e m b e r s  of a  s t a t e  c o m m i s s i o n  b e  w i d e l y  r e p r e s e n t a t i v e  o f 
th e state, o n e  r e s u l t  is th a t t h e  l a w  r e q u i r e s  th at  o n e  m e m ­
b e r  of the c o m m i s s i o n  be, to so me  extent, f a m i l i a r  w i t h  the  
is s u e s  that a r e  c o m i n g  b e f o r e  th e c o m m i s s i o n .

W h i l e  m a n y  l a w s  in r e c e n t  y e a r s  h a v e  a d d r e s s e d  the q u e s t i o n  
of  et h ic s  (as, f or  e x a m p l e ,  A S  39. 51 ) or c o n f l i c t  o f  i n t e r­
est  (as, f o r  e x a m p l e ,  A S  3 9. 50) , I a m  a w a r e  o f  no  l a w  t h a t  
d i s q u a l i f i e s  a m e m b e r  of  a s t a t e  b o a r d  or c o m m i s s i o n  b e c a u s e  
the m e m b e r  is  f a m i l i a r  w i t h  the  i ss ues . T h a t  p e r s o n  is an  
a s s e t  to a s t a t e  c o m m i s s i o n ,  n o t  a l i a b i l i t y .

B o t h  AS  3 9 . 5 0  a n d  AS  39.51 are c o n c e r n e d ,  i n  part, w i t h  the  
f i n a n c i a l  i n t e r e s t s  of t he  s t a t e  o ff ic e r .  N o t h i n g  d e­
s c r i b e d  to m e  s u g g e s t e d  t h a t  the  m e m b e r  of t h e  l o ca l b o u n d a­

r y  c o m m i s s i o n  h a d  the k i n d  of i n t e r e s t  that  s h o u l d  h a v e  d i s­
q u a l i f i e d  h i m .

F i n al ly , it s e e m s  that th e m e m b e r s  of a s t a t e  c o m m i s s i o n  
w i t h  a r e l a t i v e l y  s m a ll  m e m b e r s h i p  sh o u l d  b e  e s p e c i a l l y  
c a r e f u l  a b o u t  t h e i r  f a i l u r e  to a t t e n d  the m e e t i n g s .  S i n c e  
t h re e v o t e s  r e m a i n  n e c e s s a r y  to t a k e  ac t i o n  (see A S 4 4 .4 7 .- 
577), the a b s e n c e  of  a m e m b e r  i n c r e a s e s  the d i f f i c u l t y  f o r  
the  c o m m i s s i o n  i n t ak i n g  ac ti on .

If I m a y  be o f  f u r t h e r  a s s i s t a n c e ,  p le a s e  a d v i s e .

R A B :gc 
W K G 7 / 0 7 7
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<loos Section 2), but it requires that they be “part of" a surrounding 
borough if one exists. The section gives broad power to the legisla­
ture to build a statutory framework for the creation and operation of 
cities. The constitution suggests by reference to “classification" of 
cities and boroughs in this and other sections that flexibility may be 
provided by authorizing the creation of local governments with dif­
ferent sets of duties and responsibilities. At the present time, two 
classes of cities and three classes of boroughs are recognized by 
statute—each with different powers.

Section 8. CouncilThe governing body o f a city shall be the council.
Section 9. ChartersThe qualified voters o f any borough o f the first class or city o f the first class may adopt, amend, or repeal a home rule charter in a manner provided by law. In the absence u f such legislation, the gov­erning body o f a borough or city of the first class shall provide the procedure for the preparation and adoption or rejection o f the char­ter. A ll charters, or parts or amendments o f charters, shall be sub­mitted to the qualified voters o f the borough or city, end shall be­come effective if approved by a majority o f those who vote on the specific question.

This language gives effect to the declaration in Section 1 that 
the constitution provide “maximum local self government.” Home 
rule charters—that is, locally drafted “constitutions” for local govern­
ment—are the means for municipalities to exercise the largest mea­
sure of self government. “First class” municipalities (these are de­
fined in law, not in the constitution) may adopt home rule charters. 

—fcHties and boroughs that do not have home rule charters—first class 
or otherwise—must operate within the limits of the powers delegated 
to them by the state. These are known as general law municipalities. 
Home rule municipalities, in contrast, may exercise all powers not 
explicitly denied them by state law or by their own charter (see 
Section 11).

Section 10. Extended Home RuleThe legislature may extend home rule to other boroughs and cities.
By the previous section the constitution extends home rule to 

“first class” cities and boroughs, which the legislature is to define. In 
this section, the convention delegates made it clear that the legisla­
ture can extend home rule to other categories of municipalities as 
well if it wants to do so.

Section 11. Home Rule BowersA home rule borough or city may exercise all legislative powers not prohibited by law or by charter.
This broad grant o f  home rule power is unique among state con­

stitutions. It means that the governing body of a home rule city or 
borough can exercise any constitutional power of the stale legislature 
if it is not explicitly denied by law or by the charter itself. Typically, 
other state constitutions narrowly enumerate the powers of home 
rule municipalities. With the simple and concise language of this sec­
tion, the authors of Alaska’s local government article sought to make 
the home rule power as expansive as possible. Article II, Section 19 
protects home rule and other municipalities from selective interven­
tion in their affairs by the legislature and thereby further strengthens 
local autonomy.

Section 12. BoundariesA  local boundary commission or board shall be established by law in the executive branch o f the slate government. The commission or board may consider any proposed local government boundary change. It may present proposed changes to the legislature during the first ten days o f any regular session. The change shall become effective forty-five days after presentation or at the end of the ses­sion, whichever is earlier, unless disapproved by a resolution con­curred in by a majority o f the members o f each house. The commis­sion or board, subject to law, may establish procedures whereby boundaries may be adjusted by local action.
Few if anv-other state constitutions provide for a body of this 

type. The independent authority of this agency to establish the 
borders of local government units, subject only to legislative veto, 
recognizes that the most “rational” boundaries may not always result 
from the local tug ard tussle o f  politics. In the words of the conven­
tion committee on local government, this scheme allows boundary 
decisions to be made “at a level where area-wide or statewide needs 
can be taken into account. By placing authority in this third party, 
arguments for and against boundary change can be analyzed object­
ively.’’ In its deliberations, the local boundary commission must refer 
to the standards for borough and city formation established by the 
legislature.

The veto power (exercised here by a simple majority of both 
houses acting separately) has been exercised freely by the legislature 
over decisions o f  the commission.

Section 13. Agreements; Transfer of PowersAgreements, including those for cooperative or joint administration
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a n d  P e n i n s u l a  R E A A  h a d  f i l e d  a b r i e f  in c o u r t  o p p o s i n g  t h e  
L B C ' s  d e c i s i o n  b a s e d  on  t h e s e  f a c t o r s .

N u m b e r  137

D A V E  W I L D E R ,  V I C E - P R E S I D E N T ,  L A K E  A N D  P E N I N S U L A  S C H O O L  
B O A R D  t e s t i f i e d  o n  b e h a l f  of  H J R  23.

Mr. W i l d e r  r e i t e r a t e d  t h a t  t h e  A l e u t i a n s  E a s t  B o r o u g h  h a d  
b e e n  g r a n t e d  b y  t h e  L B C  a l a r g e  p o r t i o n  o f  l a n d  p r e v i o u s l y  
h e l d  b y  t h e  L a k e  a n d  P e n i n s u l a  R E AA . H e  p o i n t e d  o u t  t h a t  
t h e r e  w a s  a c o u r t  c a s e  p e n d i n g  o n  t h a t  a c t i o n  a n d  t h a t  t h e  
m a n a g e r  o f  t h e  A l e u t i a n s  E a s t  B o r o u g h  n o w  s a t  o n  t h e  
c o m m i s s i o n .  H e  m a i n t a i n e d  t h a t  if t h e  c o m m i s s i o n  d e c i d e d  
a g a i n s t  t h e  K o d i a k  I s l a n d  B o r o u g h  a n n e x a t i o n  t h a t  it w o u l d  
b a d l y  r e f l e c t  o n  t h e  A l e u t i a n s  E a s t  B o r o u g h ' s  cl a ims .

Mr. W i l d e r  f u r t h e r  m a i n t a i n e d  t h a t  t h e  c o n f l i c t s t a t e d  b y  
t h e  cr. B . Rp.t-hi <=iwnr-Hi7  U "iwrqgiili-
o ^ ^ j i a w i s p a ^ r a r t i c l e  w h i c h  a p p e a r e d  in t h e  K o d i a k  Islan?

.sherm an N e w s p a p e r  o n  F e b r u a r y  23, 1989. T h e  a r t i c l e
q u o t e d  t h e  K o d i a k  I s l a n d  B o r o u g h  M a y o r ,  O e r o m e  S e l b y ,  as 
jsaying t h a t  as  f a r  as a n n e x a t i o n  g o e s  t h a t  t h e  c o m m i s s i o n  

id a s s u r e d  h i m  "i f y o u  w a n t  it  y o u ' v e  g o t  it . " T h i s  
Lgle c a m e  e i g h t  m o n t h s  b e f o r e  t h e  p e t i t i o n  w a s  filed. 

H e  t h a t  t h p. a n n e x a t i o n  p r o c e s s  h a d  b e e n  com*
a n d  t h e  le g i s l a t u r e  ̂ hMUaucr-tTr s t o p  the p i u u e s b  cTlId i e f i n e  
t h e  g o a l s  a n d  p r o c e d u r e s  o f  t h e  c o m m i s s i o n .

N u m b e r  158

Rep.  C a t o  a s k e d  w h o  w o u l d  p a y  f o r  t h e  c o u r t  c o s t s  o f  t h e  
R E A A .

N u m b e r  168

Mr. W i l d e r  r e p l i e d  t h a t  h e  t h o u g h t  t h e  L a k e  a n d  P e n i n s u l a  
S c h o o l  D i s t r i c t  w o u l d  c o v e r  t h e  c os t s .

N u m b e r  178

Re p . C a t o  a s k e d  i f  t h a t  w a s  n o t  t h e  s t a t e  f i g h t i n g  t h e  
st a te .

N u m b e r  180

Mr . W i l d e r  r e p l i e d  t h a t  t h e r e  w a s  n o  o t h e r  e n t i t y  to  
r e p r e s e n t  h e  area.

Mr. W i l d e r  s t a t e d  t h a t  t h e  p r o c e s s  o f  b o r o u g h  f o r m a t i o n  b y  
t ^ e  L a k e  a n d  P e n i n s u l a  S c h o o l  D i s t r i c t  h a d  b e e n  r u s h e d  a u e  
t o  t h e  K o d i a k  I s l a n d  B o r o u g h  a n n e x a t i o n  a n d  t h a t  b e c a u s e  of

HOUSE C&RA - 1 3 -  0 2 / 1 4 / 8 9



C O M M E N T S  ON L OCA L B O U N D A R Y  C O M M I S S I O N  P RO CE SS  
FOR C O N S I D E R I N G  B O R O U G H  P R O P O S A L S

J a n u a r y  3 1 , 1989

The f o l l o w i n g  c o m m e n t s  are  ba sed  on the t h re e  b o r o u g h  
p r o p o s a l s  w i t h i n  the the Br i s t o l  Bay r e g i o n  in the last two 
yea rs : the A l e u t i a n s  East i n c o r p o r a t i o n  in 1987; the Lake
and  P e n i n s u l a  i n c o r p o r a t i o n  w h i c h  wi l l go to pub li c v o t e  thi 
s p ri ng , an d the K o d i a k  a n n e x a t i o n  c u r r e n t l y  b e f o r e  the 
l e g i s l a t u r e .

The p r o p o s a l s  ha ve  g e n e r a t e d  m u c h  c o n t r o v e r s y  w i t h i n  Lh 
r e g i o n  and  ha v e h i g h l i g h t e d  s e r i o u s  f l a w s  in the Local 
B o u n d a r y  C o m m i s s i o n  (LBC) pr oc e s s .  I n d e e d  the p r o c e s s  is so 
fla we d as to a l m o s t  g u a r a n t e e  a r b i t r a r y  and s h o r t - s i g h t e d  
r e s ul ts . If l ar ge  a r ea s of the u n o r g a n i z e d  b o r o u g h  c o n t i n u e  
to be c a r v e d  into j u r i s d i c t i o n a l  u n i t s  u nd er  e x i s t i n g  LBC 
p r a c t i c e ,  a s t a t e w i d e  p l a n n i n g  d i s a s t e r  of m o n u m e n t a l  
p r o p o r t i o n s  is in t h e  m a k i n g .

M o s t  of the p r o b l e m s  fall into t h r e e  broad c a t e g o r i e s :  
1 ) lac k o f  m e a n i n g f u l  s t a n d a r d s ,  2 ) p r o c e d u r a l ,  p a r t i c u l a r l y  
r e l a t i n g  to public n o t i c e  and  the a b i l i t y  to c o n t e s t  
p a r t i c u l a r  p r o p o s a l s ,  and 3 ) p r o b l e m s  in s u b s t a n t i v e  
d e c i s i o n - m a k i n g ,  w h i c h  i n v o l v e  i n s t i t u t i o n a l  or s t r u c t u r a l  
p r o b l e m s  wi th  the LBC  and it s i n a b i l i t y  to f o l l o w  s t a t u t o r y  
and r e g u l a t o r y  m a n d a t e s .

E a c h  of t h e s e  a r e a s  of  c o n c e r n  w i l l  be d i s c u s s e d  below. 
H o w e v e r ,  t h es e c o m m e n t s  ar e not i n t e n d e d  to be a t h o r o u g h  
a n a l y s i s  of  the L BC  or it s p r o c e d u r e s  but r a t h e r  c o n c e r n  
p a r t i c u l a r  p r o b l e m s  i d e n t i f i e d  fr o m it s  a c t i o n s  in B r i s t o l  
Bay. And a l t h o u g h  e x a m p l e s  will be us e d to i l l u s t r a t e  t h e  
p r o b l e m s ,  the c o m m e n t s  are  not i n t e n d e d  to a d d r e s s  the 
m e r i t s  o f  an y  p e n d i n g  p r o p o s a l .

I . S t a n d a r d s

A. I n c o r p o r a t i o n

1. S t a t u t o r y  s t a n d a r d s

The four s t a t u t o r y  s t a n d a r d s  fo r i n c o r p o r a t i o n  of AS 
2 9 .0 5 . 0 3 1  w ou ld  be a d e q u a t e  ii t he y w e r e  e v e n l y  a p p l i e d  and 
p r o p e r l y  c o n s t r u e d .  H o w ev er , in p r a c t i c e  t he y have  g i v e n  
i n a d e q u a t e  g u i d a n c e  for d r a w i n g  t e r r i t o r i a l  b o u n d a r i e s  
b e t w e e n  w i d e l y  s e p a r a t e d  p o p u l a t i o n  c e n t e r s .



The first s t a n d a r d  r e q u i r e s  that  "the  p o p u l a t i o n  o f  the 
a r e a  [be] i n t e r r e l a t e d  and i n t e g r a t e d  as to s oc ia l , c u l t u r a l  
and e c o n o m i c  a c t i v i t i e s "  and be l a r g e  and st a bl e e n o u g h  for 
bo r o u g h  g o v e r n m e n t .

The s ec o n d  r e q u i r e s  that the b o r o u g h  b o u n d a r i e s  " c o n f o r m  
g e n e r a l l y  to n at u r a l  g e o g r a p h y  and i n c l u d e  all a r e a s  
n e c e s s a r y  for full d e v e l o p m e n t  of m u n i c i p a l  s e r v i c e s . "  The 
thir d r e q u i r e s  the e c o n o m y  o f  the a r e a  to i n c l u d e  the h u m a n  
and f i n a n c i a l  r e s o u r c e s  n e c e s s a r y  fo r m u n i c i p a l  s e r v i c e s ,  and 
l i st s a n u m b e r  o r  f ac to rs  to be c o n s i d e r e d .  The fourth 
s pe a k s  to t r a n s p o r t a t i o n  f a c i l i t i e s .

Ex c ep t for th e r e q u i r e m e n t  for f o l l o w i n g  n a t u r a l  
g e o g r a p h y ,  all de a l mo re  w i t h  p o p u l a t i o n  c h a r a c t e r i s t i c s  and 
with d e v e l o p e d  a r e a s  r a t h e r  t h a n  w i t h  the vast u n i n h a b i t e d  
a re as  in the u n o r g a n i z e d  b o r ou gh .

The s t a n d a r d s  would be i m p r o v e d  by c l e a r l y  s p e c i f y i n g  
that t r a d i t i o n a l  use p a t t e r n s  and e x i s t i n g  land p l a n n i n g  
units La fo ll o w e d  in u n p o p u l a t e d  ar e a s.

2. R e g u l a t o r y  s t a nd a rd s.

The r e g u l a t o r y  s t a n d a r d s  of  19 AAC  10.160 a l s o  need 
i m p r o v e m e n t .  19 AA C 10. 160(5) r e q u i r e s  a n e w  b o r o u g h  to 
i n c l u d e  at l ea st  o n e  en t i r e  REAA, an d  as i n t e r p r e t e d  it s e e m s  
to c r e a t e  a bias in favor o f f o l l o w i n g  REA A li ne s.  Yet as 
p o in te d out in the 1988 D C R A  R e g i o n a l  G o v e r n m e n t  study, 
f o l l o w i n g  R E A A  b o u n d a r i e s  for b o r o u g h  f o r m a t i o n  r e s u l t s  in 
c o n f l i c t s  w i t h  o t h e r  s t a n d a r d s .  S o m e  RE AAs  ha v e  o n l y  one 
c o m m u n i t y  or less tha n 1 , 0 0 0  pe op le ; some form e n c l a v e s  
w i t h i n  o t h e r s ,  w h i c h  ma y  v i o l a t e  c o n s t i t u t i o n a l  and s t a t u t o r y  
s t a n d a r d s .

Wor se,  the e x t e r n a l  b o u n d a r i e s  o f  REAAs o f t e n  cut a c r o s s  
na t u r a l  g e o g r a p h y  and s o c i o - e c o n o m i c  use p a t t e r n s ,  t h e r e b y  
v i o l a t i n g  the  m a n d a t o r y  s t a t u t o r y  s t a n d a r d s  for b o r o u g h  
f o r m a t i o n .  REAAs sh o u l d  not be used to d e t e r m i n e  the 
e x t e r n a l  t e r r i t o r i a l  b o u n d a r i e s  of b o r o u g h s ,  The  i n t e n t  of 
19 AAC 10. 160(5) c a n  be met by u s i n g  R E A A s  m e r e l y  as a 
g u i d e l i n e  for d e c i d i n g  w h i ch  c o m m u n i t y  sh o u l d  go wi t h w h i c h  
b o r o u g h .

T h e r e  is also a p r o b l e m  with  t h e  " t r a n s p o r t a t i o n "  
s t a n d a r d  of  19 AAC 10.16 0( 2).  This s t a n d a r d  r e q u i r e s  th a t 
c o m m u n i t i e s  w i t h i n  a new  b o r o u g h  be c o n n e c t e d  by ’oad or  have  
t r a n s p o r t a t i o n  s e r v i c e s  " a v a i l a b l e  at  l ea st o n c e  a w e e k  ... 
on a r e g u l a r l y  s c h e d u l e d  or c h a r t e r e d  b a si s. " C h a r t e r e d  
s e r v i c e s  ar e  al m o s t  u n i v e r s a l l y  a v a i l a b l e  and it is d i f f i c u l t  
to see h o w  a n y  two Ala sk a n c o m m u n i t i e s  c o u l d  fail to m e e t  
this s t a n d a r d .  A l t h o u g h  the i nt e n t  o f  the p r o v i s i o n  m a y  be 
sound, s t a n d a r d s  that are  a l w a y s  me t  ar e  no s t a n d a r d s  at all.*- 
and this p r o v i s i o n  should e i t h e r  be r e w r i t t e n  or d e l e t e d .

2.



B. Annexation.

T h e r e  are no s t a t u t o r y  s t a n d a r d s  for an n e x a t i o n .  The
LB C by r e g u l a t i o n  (19 AAC 10.190) ha s set up s e p a r a t e
s t a n d a r d s  for the a n n e x a t i o n  of  c o n t i g u o u s  t e r r i t o r y  and of 
n o n - c o n t i g u o u s  t e r r i t o r y .  The l a t t e r ,  for o b v i o u s  reasons , 
is m u c h  m o r e  s t r i n g e n t .

1. D e f i n i t i o n  of " C o n t i g u o u s . "

The LBC r e c e n t l y  a p p r o / e d  the a n n e x a t i o n  of a l a rg e area 
on the A l a s k a  P e n i n s u l a  to the K o d i a k  Is l an d B o r o u g h  u n de r
its s t a n d a r d s  for a n n e x a t i o n  of  c o n t i g u o u s  te r r i t o r y .  The
a n n e x e d  a r e a  is s e p a r a t e d  fro m the K o d i a k  Island B o r o u g h  by 
S h e l i k o f f  S t r a i t ,  th e c e n t e r  of  w h i c h  for its e n t i r e  c o u r s e  
is fe d e r a l  w a t e r  b ey o n d  the t e r r i t o r i a l  limit of Alaska. The 
LBC r e j e c t e d  Lake and P en 's  c o m p e t i n g  c l a i m  for the same 
t e r r i t o r y .

N e i t h e r  the LBC d e c i s i o n  nor  its s t a f f  r ep o r t  d i s c u s s  
the c r u c i a l  p r e l i m i n a r y  i s su e o f w h e t h e r  the a n n e x e d  
t e r r i t o r y  is c o n t i g u o u s  to th e o r i g i n a l  K od i a k  Island 
B o r o u g h .  U n d e r  a d i c t i o n a r y  or c o m m o n  s e n s e  d e f i n i t i o n ,  it 
s u r e l y  is not c o n t i g u o u s .  H o w e v e r ,  c o n t i g u o u s  is d e f i n e d  at 
19 AAC 10. 84 0 ( 4)  "as t e r r i t o r y  w h i c h  is i m m e d i a t e l y  a d j a c e n t  
to or w h i c h  is s e p a r a t e d  o n l y  by n a t u r a l  or a r t i f i c i a l  
b a r r i e r s  w h i c h  do not d i s r u p t  or i m p e d e  the s u p p l y i n g  or 
r e c e i v i n g  of  m u n i c i p a l  s e r v i c e s . "

The p r o b l e m  with that  d e f i n i t i o n ,  as a p p a r e n t l y  
c o n s t r u e d  by th e LBC in the K o d i a k  d e c i s i o n ,  is that the 
e x c e p t i o n  s w a l l o w s  the rule. B o r o u g h s  p r o v i d e  v e r y  few 
m u n i c i p a l  s e r v i c e s  in r o a d l e s s ,  u n p o p u l a t e d  areas, and t ho se  
s e r v i c e s  t h e y  do p r o v i d e  (i.e., p l a n n i n g )  are not h a m p e r e d  by 
g e o g r a p h i c  b a r r i e r s .  If the A l a s k a  P e n i n s u l a  is " c o n t i g u o u s "  
to K o d i a k  I s l a n d  d e s p i t e  the j u r i s d i c t i o n a l  b a r r i e r  of 
f e d e r a l  w a t e r s ,  it is d i f f i c u l t  to c o n c e i v e  of any  ro ad l e s s ,  
s p a r s e l y  p o p u l a t e d  a r e a  of  the s t a t e  that is not c o n t i g u o u s  
to any  o t h e r  area. An oc ea n , a n o t h e r  b o r o ug h,  a m o u n t a i n  
ra n g e ,  or 500 m i l e s  of land are  just b a r r i e r s  w h i c h  do not 
" d i s r u p t  or i m p e d e "  b o r o u g h  s e r v i c e s  w h e n  those s e r v i c e s  are 
a l m o s t  n o n - e x i s t e n t  to b eg i n wi th .

The  d e f i n i t i o n  o f  c o n t i g u o u s  in 19 AAC 10.840(4) c o u ld  
be s a l v a g e d  if the LBC we r e to c o n s t r u e  it m o r e  c l o s e l y  to 
the d i c t i o n a r y  d e f i n i t i o n .  But f o l l o w i n g  the K o d i a k  
d e c i s i o n ,  t h e r e  is no l o n g e r  a d i s t i n c t i o n  b e t w e e n  c o n t i g u o u s  
and n o n - c o n t i g u o u s  l a n ds  for p u r p o s e s  of  bo r o u g h  a n n e x a t i o n s ,  
and the w h ol e f r a m e w o r k  of 19 AAC  10.190 is u n d e r m i n e d .



2. S t a n d a r d s  for c o n t i g u o u s  a n n e x a t i o n s .

E i gh t s t a n d a r d s  ar e set fo rth in 19 AAC 10.190(a) for 
a n n e x a t i o n  of c o n t i g u o u s  t e r r i t o r y .  On l y on e  of these 
s t a n d a r d s  must be met for the a n n e x a t i o n  to be a p p r o v e d .  In 
a d d i t i o n ,  the a n n e x a t i o n  m u s t  m e e t  t h e  four s t a t u t o r y  
s t a n d a r d s  for bo r o u g h  i n c o r p o r a t i o n  o f  AS 2 9 - 0 5 . 0 3 1 .

S o m e  of the ei ght s t a n d a r d s  of  10 .19 0( a) are r e l a t i v e l y  
s t r a i g h t - f o r w a r d  and e a s y  to ap ply , i.e. w h e t h e r  the lan d is 
t o t a l l y  s u r r o u n d e d  by the b o r o u g h  or  w h o l l y  o wne d by the 
b o r ou gh . Others, h o w e v e r ,  have b e e n  so w a t e r e d  do w n by the 
LBC tha t v i r t u a l l y  any p r o p o s a l  w i l l  m e e t  them. Such 
s t a n d a r d s  are m e a n i n g l e s s .

The p r o b l e m  ca n best be i l l u s t r a t e d  by r e f e r e n c e  to an 
LBC d e c i s i o n .  In the K o d i a k  d e c i s i o n  the LB C found th at  
thr ee o f  the r e g u l a t o r y  s t a n d a r d s  f o r  a n n e x a t i o n  we re  met, 
th ose  of  19 AAC 10 .1 90(a ) (3),(4) a n d  (8 ).

(a) A p p l i c a t i o n  o f 10 .19 0( a)( 3)

T h e LBC f oun d that the K o d i a k  a n n e x a t i o n  met the third 
r e g u l a t o r y  s t a n d a r d :  "t he  t e r r i t o r y  is in ne ed  of m u n i c i p a l  
s e r v i c e s  wh ich  the  o r g a n i z e d  b o r o u g h  c an  p r o v i d e  mo re  
e f f i c i e n t l y  than a n o t h e r  m u n i c i p a l i t y  or the s ta te ." 
S p e c i f i c a l l y ,  the LBC f o u n d  that th e a r e a  was in need of  
" p l a n n i n g ,  e c o n o m i c  d e v e l o p m e n t  and s oli d w a s t e  c o l l e c t i o n  
and d i s p o s a l  w h i c h  can b es t be p r o v i d e d  by the  K o d i a k  Isl an d 
B o r o u g h ."

T h i s  rul in g  is p a r t i c u l a r l y  s u p r i s i n g  s i n c e  e a r l i e r  in 
the d e c i s i o n  the LBC  said: "The c o n t e s t e d  a r e a  is 
u n i n n a b i t e d .  T h e r e f o r e ,  the need f o r  s e r v i c e s  in that ar e a 
is g r e a t l y  l i m i t e d . "

In re gar d to " p l a n n i n g , "  the a r e a  c o n s i s t s  a lm o s t  
e n t i r e l y  of s t at e and f e d e r a l  lan d ( w i t h  so m e  s u b s u r f a c e  
r i g h t s  o wne d by a Na t i v e  r e g i o n a l  c o r p o r a t i o n )  . C o a s t a l  
m a n a g e m e n t  and s t a t e  and f e d e r a l  l a n d  use p l a n s  are a l r e a d y  
in p l a c e  and c o u l d  not e a s i l y  be c h a n g e d  by a boroug h,  nor 
did K o d i a k  i n d i c a t e  it w o u l d  tr y  to d o  so. T h e  d e c i s i o n  
o f f e r e d  no e x p l a n a t i o n  at all of  h o w  p l a n n i n g  s e r v i c e s  w ou ld  
be i m p r o v e d ;  a r g u a b l y  p l a n n i n g  s e r v i c e s  c o u l d  su ff e r  d u e  to 
the d i s m e m b e r m e n t  of the CRSA.

The  " e c o n o m i c  d e v e l o p m e n t "  c o n s i s t e d  of " s a l m o n  
e n h a n c e m e n t  p r o j e c t s "  w h i c h  were  n e v e r  i d e n t i f i e d  in th e 
d e c i s i o n ,  the DC RA  repo rt,  or t e s t i m o n y .  Wo r se , t h er e was no 
f i n d i n g  or e v i d e n c e  that s a l m o n  e n h a n c e m e n t  is a c t u a l l y  
ne e d e d ,  wh ich  w o u l d  be n e c e s s a r y  to m e e t  the s t an da r d.  
M o r e o v e r ,  g i v en  e x c l u s i v e  f ed er al  j u r i s d i c t i o n  on f e de ra l  
la nds  and A D F& G' s  a u t h o r i t y  ove r f i s h  st o c k s ,  it is d o u b t f u l  
that an y  such b o r o u g h - s p o n s e r e d  p r o j e c t  is f e a s i b l e .  (Th e —  
LBC d e c i s i o n  did  not d i s c u s s  the l e g a l  o b s t a c l e s  to it.)
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As for " so l i d  w as te  c o l l e c t i o n  and d i s p o s a l , "  the  
o p i n i o n  d i s c u s s e d  f i s h e r i e s - r e l a t e d  w a s t e  d i s p o s a l  in the 
C i t y  o f  K o d i a k  a nd  at the B o r o u g h ' s  l a n d f i l l  on K o d i a k  
Island. It did not find that su c h s e r v i c e s  wer e n e e d e d  
w i t h i n  the a n n e x e d  area. Indeed, t h e r e  was no d i s c u s s i o n  of 
such s e r v i c e s  w i t h i n  the a n n e x e d  a r e a  and the K od i a k  B o ro ug h 
did not i n d i c a t e  it w o ul d ex te nd  s u c h  s e r v i c e s  into th e area.

S i n c e  t h e r e  is no p o p u l a t i o n  to be se rv e d  and s i n c e  
p l a n n i n g  s e r v i c e s  are a l r e a d y  in pl ac e ,  it is a p p a r e n t  that 
the LB C bent o v e r  b a c k w a r d s  to find th i s s t a n d a r d  m et . It is 
q u i t e  d i f f i c u l t  to c o n c e i v e  of a n y a r e a  in the s t at e which 
would not m e e t  it as a ppl ied .

(b) A p p l i c a t i o n  o f  10. 19 0(a )(4 )

Th e LBC al so  found the fo ur th  s t a n d a r d  met, that "there 
is a r e a s o n a b l e  l i k e l i h o o d  that f u t u r e  g r o w t h  and d e v e l o p m e n t  
will o c c u r  w i t h i n  the t e r r i t o r y  c o n s i d e r e d  for  a n n e x a t i o n  and 
that a n n e x a t i o n  o f  that t e r r i t o r y  w i l l  e n a b l e  the b o r o u g h  to 
plan for and c o n t r o l  that d e v e l o p m e n t . "

Th e LBC c i t e d  t e s t i m o n y  from  K o d i a k  o f f i c i a l s  that 
" t h e r e  is p o t e n t i a l  for d e v e l o p m e n t  of  m i n e r a l ,  oil and gas 
and f i s h i n g  a c t i v i t i e s  in the a r e a  c o n s i d e r e d  for 
a n n e x a t i o n . "  T h e  s p e c i f i c  e x a m p l e s  c i t e d  w e r e  the fede ral  
oil and gas  l e a s e  sale s c h e d u l e d  for  1 9 9 0 , "li ke ly "  g r o w t h  in 
the n u m b e r  of o f f s h o r e  p r o c e s s o r s ,  and  K o d i a k ' s  c o m p l a i n t  it 
h a d n ' t  be en  c o n s u l t e d  on f ed er a l l a n d  use plans.

O n e  p r o b l e m  w i t h  this a n a l y s i s  is that both the federal 
le as e s a l e  and t h e g r o w t h  o f o f f s h o r e  p r o c e s s o r s  a p p l y  only 
to the w a t e r s  and not to the a n n e x e d  t e r r i t o r y  on the Alaska 
P e n i n s u l a .  I n d e e d ,  the fe d e r a l  l e a s e  sa le  will o c c u r  by 
d e f i n i t i o n  o u t s i d e  of  s t a t e  and b o r o u g h  j u r i s d i c t i o n .  
L i k e w i s e ,  t h e r e  wa s  no d i s c u s s i o n  o f  h o w  the b o r o u g h  c o ul d 
plan for and c o n t r o l  the g r o w t h  of  o f f s h o r e  p r o c e s s o r s ,  a 
p r o c e s s  that (if true) will  l i k e l y  o c c u r  o u t s i d e  the b o u n d a r y  
of th e st at e.  T h e  r e f e r e n c e  to f e d e r a l  land  use p l an s is a 
non s e q u i t e r ,  i r r e l e v e n t  to the i s s u e  o f  w h e t h e r  t h e r e  is a 
r e a s o n a b l e  l i k e l i h o o d  of g r o w t h  and d e v e l o p m e n t .

T h e r e  was  no fi n d i n g  of fact a nd  n o ’ev i d e n c e  of an y  
p r o j e c t e d  s h o r e s i d e  d e v e l o p m e n t  in th at  part  of the A l a s k a  
P e n i n s u l a .  No l a n d  d i s p o s a l s ,  no m i n e r a l  d i s c o v e r i e s ,  no 
d e v e l o p m e n t  o f c a n n e r i e s  or o t he r f i s h e r y - r e l a t e d  
i n f r a s t r u c t u r e  w e r e  i n d i c a t e d .  Th e  LBC did not even lo ok  
b e h i n d  the  f e d e r a l  l e as e sale  to fi nd  if oil is a c t u a l l y  
e x p e c t e d  to be d i s c o v e r e d .  (In fact, the S h e l i k o f f  S t r a i t  is 
not c o n s i d e r e d  a g o o d  oil p r o s p e c t  and the l eas e sa l e has 
g e n e r a t e d  l i t t l e  i n t e r e s t e d  by the oil  i n d u s t r y . )



A b e t t e r  i n t e r p r e t a t i o n  o f  t h i s  s t a n d a r d  wo uld a p p l y  it 
to a r e a s  e x p e r i e n c i n g  s p e c i f i c ,  i d e n t i f i a b l e  d e v e l o p m e n t  that 
d i s t i n q u i s h e s  t h e m  from the u n o r g a n i z e d  b o r o u g h  in g e n e r a l ,  
or in w h i c h  such d e v e l o p m e n t  is p l a n n e d .  E x a m p l e s  w o u l d  
i n c l u d e  r a pi d p o p u l a t i o n  g r o w t h  or i n d u s t r i a l  or m i n e r a l  
d e v e l o p m e n t  s uc h as the Red Dog M i n e .  To e x t e n d  the s t a n d a r d  
to a r e a s  such as th e s ou th  side of  t h e  A l a s k a  P e n i n s u l a ,  
wh ic h at m os t is e x p e r i e n c i n g  s l o w  i n c r e m e n t a l  d e v e l o p m e n t  no 
d i f f e r e n t  in s c o p e  from that, in a n y  o t h e r  u n p o p u l a t e d  area, 
is to r e n d e r  th e s t a n d a r d  m e a n i n g l e s s .

(c) A p p l i c a t i o n  o f  10 .1 90 (a ) (8 )

Th e LBC a l s o  c o n c l u d e d  that th e  e i g h t h  s t a n d a r d  was  met, 
that " t h e  a n n e x a t i o n  is o t h e r w i s e  n e c e s s a r y  to a c c o m p l i s h  a 
va li d p u b l i c  p u r p o s e . "  The d e c i s i o n  r e f e r s  to the g r o w t h  of 
o f f s h o r e  fish p r o c e s s o r s  w h i c h  are  r e p l a c i n g  s h o r e - b a s e d  
p r o c e s s o r s ,  t h e r e b y  d i m i n i s h i n g  l o c a l  e m p l o y m e n t  and 
d e p r i v i n g  m u n i c i p a l  g o v e r n m e n t s  o f  r a w  fish  ta xes . It 
c o n c l u d e s :  " A n n e x a t i o n  o f the a r e a  in q u e s t i o n  wo uld
m i t i g a t e  th ese  n e g a t i v e  e f f e c t s . "

T h i s  a g a i n  is c o m p l e t e l y  i r r e l e v a n t  as a p p l i e d  to the 
a n n e x e d  land on th e A l a s k a  P e n i n s u l a .  Ev e n in re g ar d  to the 
w a t e r s  it is d i f f i c u l t  to se e h o w  a n n e x a t i o n  to the b o r o u g h  
c o ul d c u r t a i l  the  g r o w t h  of o f f s h o r e  p r o c e s s o r s ,  or c o n f i n e  
them to th e t h r e e - m i l e  li mit . A l t h o u g h  the a n n e x a t i o n  m ay  
gi v e K o d i a k  m o r e  r a w  fish  tax r e v e n u e s  s i m p l y  by i n c r e a s i n g  
the a r e a  in w h i c h  it c o l l e c t s  them, i f  that is all the 
s t a n d a r d  m e a n s  t h e n  r a i s i n g  r e v e n u e  a l o n e  b e c o m e s  a "v al i d  
pub l ic  p u r p o s e "  s u f f i c i e n t  to j u s t i f y  a n n e x a t i o n .

I . P r o c e d u r a l  P r o b l e m s

A . T i m e f r a m e .

The  t i m e f r a m e  used by the LB C to r ea ch b o r o u g h  d e c i s i o n s  
p r e c l u d e s  r a t i o n a l  d e c i s i o n - m a k i n g  a n d  m a y  in i t s e l f  v i o l a t e  
c o n s t i t u t i o n a l  s t a n d a r d s  of due p r o c e s s .  The A l e u t i a n ' s  East 
p r o c e s s  t o o k  j u s t  two m o n t h s  from the  f i l i n g  of the p e t i t i o n  
to the  d e c i s i o n a l  m e e t i n g  (May 7 - J u l y  8 , 1987). The K o d i a k  
p r o c e s s  t o o k  ju st  ov e r s e v e n  w e ek s (Oct. 14 - Dec. 4, 1988), 
and t h e  L a k e  and P e n  p r o c e s s  l a s t e d  just t h r e e  and o n e - h a l f  
w e ek s (Nov. 10 - Dec. 4, 1988). It is i n c o n c e i v a b l e  th at  all 
f a c t o r s  r e l e v a n t  in  a p p l y i n g  all th e  s t a n d a r d s  to all the 
b o u n d a r i e s  can  be a d e q u a t e l y  w e i g h e d  in t h o s e  time  f ra mes .

D C R A  is u n d e r  s t a t u t o r y  d u t y  to i n v e s t i g a t e  b o r o u g h  
p r o p o s a l s .  AS 2 9 . 0 5 . 0 8 0 .  So m e i n d i c a t i o n  o f  the d e p t h  of 
i n v e s t i g a t i o n  w h i c h  s h o u l d  be r e q u i r e d  m a y  be found in the —
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l e g i s l a t i o n  w h i c h  a u t h o r i z e s  DCRA to c o n t r a c t  for b o r o u g h  
s t u d i e s  and a l l o w s  up to t h re e y ear s for c o m p l e t i o n  of che 
stu d ie s.  AS 44 . 4 7 . 7 3 0 .  N o w h e r e  n e a r  that d e p t h  of a n a l y s i s  
was g i v e n  to any of  the B r is to l Bay p r o p o s a l s .

It is e q u a l l y  i m p o s s i b l e  for an o p p o n e n t  of a b o r o u g h  
p r o p o s a l  to a d e q u a t e l y  r es p o n d  in the time a l l o w e d .  The 
b o r o u g h  p e t i t i o n e r s  ha ve  m o n t h s  or y e a r s  to p r e p a r e  the 
p r o p o s a l  , and an a d e q u a t e  r e s p o n s e  w o u l d  r e q u i r e  c o n s i d e r a b l e  
m a r s h a l l i n g  of facts, e v i d e n c e  an d l e ga l a r g u m e n t s .  The 
LBC's o w n  r e g u l a t i o n s  call for " a n s w e r i n g  b r ie fs "  to be filed 
(19 AAC 10.390), but no time  is p r o v i d e d  to p r e p a r e  them, 
e s p e c i a l l y  c o n s i d e r i n g  that che g o v e r n i n g  b o d i e s  of c i t i e s  
and m o s t  o t h e r  o r g a n i z a t i o n s  are not in c o n t i n u o u s  s e s s i o n  
and nee d time to react.

I r o n i c a l l y ,  th e LBC has no l e ga l d e a d l i n e  for 
c o n s i d e r i n g  b o r o u g h  p e t i t i o n s .  It r u s h e s  d e c i s i o n s  o n l y  as a 
m a t t e r  of  policy. ( D e a d l i n e s  co m e i n t o  play o n l y  a f t e r  the 
L B C’s pu b li c h e a r i n g .  And, in p r a c t i c e ,  the LBC d o e s n ' t  take 
as long as t h o s e d e a d l i n e s  allow.)

B . N o t i c e .

1. O u t s i d e  the  b o u n d a r y .

On e  m a j o r  f l a w  wit h the r e g u l a t i o n s  g o v e r n i n g  n o t i c e  and 
public h e a r i n g s  is that as i n t e r p r e t e d  they d o n ' t  r e c o g n i z e  
the r i g h t s  of  t h o s e  o u t s i d e  of p r o p o s e d  b o u n d a r i e s .

AA C 10.370(a) r e q u i r e s  that the p e t i t i o n  be se rved 
d i r e c t l y  on " e v e r y  m u n i c i p a l i t y  in or a d j o i n i n g  the 
t e r r i t o r y . "  In t h e  u n o r g a n i z e d  b o r o u g h ,  of co u r s e ,  m u n i c i p a l  
b o u n d a r i e s  r a r e l y  m ee t. Th e  o n l y  i n t e r p r e t a t i o n  of this  
r e g u l a t i o n  that m a k e s  s e n s e  in the u n o r g a n i z e d  b o r o u g h  is to 
a p p l y  it to c o m m u n i t i e s  in the a d j o i n i n g  g e o g r a p h i c a l  area. 
The r e g u l a t i o n  s h o u l d  also  be e x p a n d e d  to i n c l u d e  
u n i n c o r p o r a t e d  c o m m u n i t i e s .

The LBC, h o w e v e r ,  and its s t a f f  i n t e r p r e t  it to r e q u i r e  
d ir e c t  n o t i c e  o n l y  to m u n i c i p a l i t i e s  wit h a c o m m o n  l e ga l 
b o u n d a r y  w i t h  the n e w  bo ro ug h.  As a res ul t,  in the La k e and 
Pen p r o c e s s  v i l l a g e s  in th e N u s h a g a k  d r a i n a g e  did not r e c e i v e  
di r e c t  n o t i c e  o f the L ak e and Pen p r o p o s a l ,  and at the time 
the d e c i s i o n  was m a d e  D C R A ' s  m a i l i n g  list did  not i n c l u d e  one 
v i l l a g e  or v i l l a g e  c o r p o r a t i o n  on th e  w e s t e r n  side of 
b o u n d a r y .  Nor d i d it i n c l u d e  BBNA o r  the S o u t h w e s t  R e g i o n  
Sc h o o l  D i s t r i c t  - ev en  t h o u g h  the l a t t e r  w o u l d  lose o n e  of 
its v i l l a g e s  to t h e  p ro p o s a l .



L i k e w i s e ,  lr, the A l e u t i a n s  East i nccrpcratior. ths 
v i l l a g e s  o f  I v a n o f  S a y and Pert H e i d e n  were  r.ot " e n t i t l e d "  
d i r e c t  n o t i c e  e v e n  t h o u g h  the “r e p o s e d  b o u n d a r y  I n c l u d e d  an 
a i r s t r i p ,  a p r o p o s e d  new  v i l l a g e  s i t e  and N a t i v e  c o r p o r a t i o n  
l a n d s  o f  I v a n o f  Ea y and the t r a d i t i o n a l  v i l l a g e  site (Ilnlk) 
an d  m u c h  o f  the s u b s i s t e n c e  t e r r i t o r y  of Port Heid sn.  (DCRA 
di d put t h e s e  v i l l a g e s  on its r a i l i n g  list, h o w e v e r , )

The L B C  b e l i e v e s  that p u b l i s h i n g  n o t i c e  in the 
n e w s p a p e r s  is s u f f i c i e n t  p r o t e c t i o n  for t h e s e  o u t s i d e  
p r o p o s e d  b o u n d a r i e s .  But 13 AAC * 0 . 3 6 G ( a )  o n l y  r e q u i r e s  the 
p e t i t i o n e r  to p u b l i s h  n o t i c e  o f the p e t i t i o n  "in a n e w s p a p e r  
of  g e n e r a l  c i r c u l a t i o n  ir. the t e r r i t o r y , "  La k e ar.d Pen 
p u b l i s h e d  this n o t i c e  in th e B o r o u g h  Post, w h i c h  i3 
d i s t r i b u t e d  o n l y  w i t h i n  the Lake ar.d ?« n sc ho o l d i s t r i c t  anc 
th e B r i s t o l  Bay B o r o u g h ,  r.ot in the N u s h a g a k  v i l l a g e s .  This 
p a r t i c u l a r  n o t i c e  was  ths o n l y  on e e v e r  p u b l i s h e d  c o n t a i n i n g  
c r i t i c a l  i n f o r m a t i o n  such  S3 the p l a c e  for I n s p e c t i n g  the 
p e t i t i o n  and b r i e f  and the r ig ht  to file ar. a n s w e r i n g  bri ef.

In a n y  ev ent , fe w p e o p l e  ever. ir. u r ba n  a r e a s  read legal 
n o t i c e s  in the n e w s p a p e r s .  Ar.d the B r i s t o l  Bay n e w s p a p e r s  
ar e  m a i l e d  f o u r t h  c l a s s  and are not r e l i a b l y  d e l i v e r e d  or 
rea d  in th e v i l l a g e s .  A n c h o r a g e  n e w s p a p e r s  r a r e l y  m a k e  it to 
m o s t  v i l l a g e s  at all. Di r e c t  n o t i c e  w o u l d  be m u c h  m o r e  
e f f e c t i v e ,  and c h e a p e r .

2. M o n c o m p l i a n c e  w i t h  r e g u l a t i o n s .

The LBC  d o e s  no t s t r i c t l y  f o l l o w  its own  r e g u l a t i o n s  c r. 
n o t i c e  an d s c h e d u l i n g .  For e x a m p l e ,  it 13 r e q u i r e d  to 
p u b l i s h  n o t i c e  o f  i t s  p u b l i c  h e a r i n g  "at l eas t 15 d a y s  b e f o r e  
th e  d a t e  o f  the h e a r i n g ,  at least t h r e e  t i me s in a n e w s p a p e r  
o f  g e n e r a l  c i r c u l a t i o n  in the t e r r i t o r y  ...." That was not 
f o l l o w e d  for La k e and Per. , at l ea st  as p u b l i c a t i o n  r u l e s  are 
n o r m a l l y  c o n s t r u e d  by the co u r t s .  T h e  t h ir d p u b l i c a t i o n  was 
on N o v e m b e r  25» a w e e k  b e f o r e  its p u b l i c  h e a r i n g s  began.

R e g a r d l e s s  o f  t e c h n i c a l  p r o c e d u r a l  a r g u m e n t s ,  it is 
c r y s t a l  c l e a r  f r o m  on  o v e r v i e w  o f  the r e g u l a t i o n s  r e g a r d i n g  
i n c o r p o r a t i o n  p e t i t i o n s ,  19 AAC '0 . 3 2 5 - 1 0 . 4Uo , that the 
p r o c e s s  is d e s i g n e d  to t ak e s e v e r a l  m o n t h s  at a m i n i m u m  and 
th a t the  L3 C  b e n d s  o v e r  b a c k w a r d s  to r u s h  d e c i s i o n s .  For 
e x a m p l e ,  the  LBC  d e c i s i o n a l  m e e t i n g  or. Lake and Pen wa s one 
d a y  a f t e r  its p u b l i c  h e a r i n g s  c o n c l u d e d ,  a l t h o u g h  SO d a y s  is 
a l l o w e d .  A n o t h e r  e x a m p l e  is the s p e e d  w i t h  w h i c h  the LB C 
s c h e d u l e d  the p u b l i c  h e a r i n g s .  Th e r e g u l a t i o n s  p r o v i d e  that 
a p e t i t i o n  is n't c o n s i d e r e d  p e n d i n g  u n t il  p r o o f  of 
p u b l i c a t i o n  of the n o t i c e  r e q u i r e d  by 19 AA C  1 0 .3 8 0 (a) ts 
r e c e i v e d .  That p u b l i c a t i o n  did not o c c u r  u n ti l N o v e m b e r  19. 
Yet the f i rs t n o t i c e  of the L3C h e a r i n g  was  p u b l i s h e d  
N o v e m b e r  11, ar.d b e c a u s e  o f  ad d e a d l i n e s  had to be p l a c e d  _
s e v e r a l  d a y s  b e f o r e  that. The p e t i t i o n  w a s n ' t  ever, f il ed  
wi t h D C R A  u nt il N o v e m b e r  10, and it is c l e a r  the LBC 
s c h e d u l e d  a c t i o n  on the p e t i t i o n  b e f o r e  it r.3d it I



Cu r r e n t  l a w  r e q u i r e s  v e r y  l i t t l e  in the wa y  o f pu bli c 
i n f o r m a t i o n  and d e c i s i o n a l  h e a r i n g s .  By s t a t u t e ,  D C R A  is 
r e q u i r e d  to h a v e  one  pu b l i c  i n f o r m a t i o n a l  m e e t i n g  in the ar ea  
and the LBC to have  o n e  pu b li c h e a r i n g ,  AS 2 9 . 0 5 . 0 8 0  and 
090. (More m a y  be h e l d  at the d i s c r e t i o n  of the LBC.) A 
d e c i s i o n a l  m e e t i n g  m u s t  be he l d w i t h i n  90 days  of the LB C's 
pu b li c h e a r i n g .  In r e c e n t  p r a c t i c e ,  m o s t  of th e L B C  h e a r i n g s  
ha v e been t e l e c o n f e r e n c e d  r a t h e r  than h e l d  in the area.

Again, t h e r e  is no b u i l t - i n  p r a c t i c a l  m e c h a n i s m  for 
i n v o l v e m e n t  o f v i l l a g e s  i m m e d i a t e l y  o u t s i d e  the b o u n d a r i e s .
Port H e i d e n  or I va n o f  Bay r e s i d e n t s  w o u l d  have had to go to
Cold Bay or F a ls e Pa ss  in the m i d d l e  of  f i s h i n g  s e a s o n  to 
p a r t i c i p a t e  in the A l e u t i a n s  East  h e a r i n g s .  N u s h a g a k  v i l l a g e  
r e s i d e n t s  w o u ld  have had to go to A n c h o r a g e  or the I l i a m n a  
Lake a re a to a t t e n d  Lake and P e n ' s  h e a r i n g s .  (The LBC l a te r 
s c h e d u l e d  t e l e c o n f e r e n c e  h e a r i n g s  in the N u sh ag ak , but that 
was to c o n s i d e r  a r e c o n s i d e r a t i o n  r e q u e s t  af te r the  d e c i s i o n  
had a l r e a d y  be e n mad e.)

The e x i s t i n g  r e q u i r e m e n t s  for i n f o r m a t i o n a l  m e e t i n g s  and 
formal pu bl ic  h e a r i n g s  are c l e a r l y  i n a d e q u a t e  g i v e n  the 
i m p o r t a n c e  of the d e c i s i o n ,  the l a c k  o f  g e n e r a l  pu bl ic  
k n o w l e d g e  a b o u t  b o r o u g h s ,  and t h e vast  t e r r i t o r y  i nv ol v e d .

Mo r e o v e r ,  v i l l a g e s  a few m i l e s  o u t s i d e  b o r o u g h
b o u n d a r i e s  h a v e  as m u c h  at s t a k e  in d e t e r m i n i n g  w h e r e  the
line  is d r a w n  as c o m m u n i t i e s  w i t h i n  the  b o u n d a r y  - w h i ch  m a y  
be m u c h  f a r t h e r  sway. The A l e u t i a n s  East line wa s d r a w n  far 
c l o s e r  to Port H ei d e n  and I v a n o f  Bay  t h a n  to a n y  p o p u l a t e d  
a r e a  w i t h i n  the bo r ou gh ; E k w o k  is o n l y  12 m i l e s  from the ne w  
La k e and Pen b o u n d a r y .  To g i v e  su c h v i l l a g e s  s u b s t a n t i a l l y  
le s s p r o c e d u r a l  p r o t e c t i o n  tha n c o m m u n i t i e s  w i t h i n  the 
b o r o u g h  l i k e l y  v i o l a t e s  the c o n s t i t u t i o n a l  s t a n d a r d s  of due 
p r o c e s s  and e q u a l  p r o t e c t i o n .

C. Hea r ings ,

III. S u b s t a n t i v e  D e c i s i o n - M a k i n g

A. The P r o b l e m s

The LBC Board is c h a r g e d  w i t h  a s t a t u t o r y  and 
c o n s t i t u t i o n a l  d u t y  to c o n s i d e r  p r o p o s e d  c h a n g e s  in the 
b o u n d a r i e s  of  local g o v e r n m e n t s .  Its d u t i e s  ha ve  been  
e l a b o r a t e d  by the l e g i s l a t u r e ,  w h i c h  ha s al so  e s t a b l i s h e d  
s p e c i f i c  s t a n d a r d s  for the LB C to a p p l y  in AS 2 9 . 0 5 . 0 3 1  . 
T h r o u g h  its r e g u l a t o r y  po wer  the LBC has e s t a b l i s h e d  f u r t h e r  
s t a n d a r d s  and e s t a b l i s h e d  b asi c p r o c e d u r e s .

A l t h o u g h  the c o m m i s s i o n e r s  a re  not j ud ge s , th e y are
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n o n e t h e l e s s  c h a r g e d  wi t h m a k i n g  q u a s i - j u d i c i a l  d e c i s i o n s ,  
a p p l y i n g  la w to facts. Part of t h e i r  d u t y  i3 to s e rv e a 
" w a t c h d o g "  f u n c t i o n ,  e n s u r i n g  that b o u n d a r y  c h a n g e s  w hi ch  do 
not m e e t  the l eg al  s t a n d a r d s  fail. Each of the s t a t u t o r y  
i n c o r p o r a t i o n  s t a n d a r d s ,  for e x a m p l e ,  is m a n d a t o r y  as w r i t t e n  
and m u s t  by l a w  be a p p l i e d .  W h i le  u n de r no r ma l r u l e s  of 
s t a t u t o r y  c o n s t r u c t i o n  the s t a t u t o r y  s t a n d a r d s  ca n be 
b a l a nc ed  a g a i n s t  each ot h er , th ey  m u s t  be e v e n l y  ap pli ed.
The r e g u l a t i o n s  m u s t  c o n f o r m  to them.

A l t h o u g h  so m e of the s t a t u t o r y  s t a n d a r d s ,  such  as the 
one d e a l i n g  wi th  s o c i o - e c o n o m i c  i n t e r r e l a t i o n s h i p s ,  are 
d i f f i c u l t  to ap pl y,  it is p o s s i b l e  to do so if e n o u g h  
r e s e a r c h  is done. A g r e a t w e a l t h  o f  i n f o r m a t i o n  on land and 
r e s o u r c e  use p a t t e r n s  is a v a i l a b l e  fro m a g e n c i e s  such  as 
ADF&G, USF&W, CR SAs, a nd  so forth. In B r i s t o l  Bay, m a s s i v e  
r e s o u r c e  i n v e n t o r i e s  w i t h  mu ch  r e l e v a n t  d a t a  we re  c o m p i l e d  in 
the c o n t e x t  of  v a r i o u s  m a n a g e m e n t  plans.

P a r t i c u l a r l y  g i v e n  D CR A ' s  s t a t u t o r y  d u t y  to i n v e s t i g a t e  
b o r o u g h  p r o p o s a l s ,  one w o ul d  t h i n k  th at  t h i s  w e a l t h  of 
i n f o r m a t i o n  and  e x p e r t i s e  on land use  w o u l d  be use d to ma k e 
r a t i o n a l  b o u n d a r y  d e c i s i o n s .  The  p r o c e s s  s h o u l d  be 
t i m e - c o n s u m i n g  but r a t h e r  s t r a i g h t - f o r w a r d .

The a c t u a l  p r a c t i c e  is far d i f f e r e n t .  Some of  its w o r s e  
c h a r a c t e r i s t i c s  follow:

1. The s t a t u t o r y  s t a n d a r d s  a r e  not a p p l ie d.  The 
r e q u i r e m e n t  r e g a r d i n g  n a t u r a l  g e o g r a p h y ,  for e x a m p l e ,  was 
c o m p l e t e l y  i g n o r e d  for the n o r t h w e s t e r n  b o u n d a r y  of Lake  and 
Pen, and  was b r u s h e d  ov e r in the d e c i s i o n  on the e a s t e r n  
b o u n d a r y  of A l e u t i a n s  East.

LBC  d e c i s i o n s  f o c u s  too m u c h  on b o r o u g h  fi na nc e s.
W h i l e  th i s is i m p o r t a n t ,  the s t a n d a r d s  o n l y  r e q u i r e  that a 
b o r o u g h  be a b l e  to r u p p o r t  it se lf . In p r a c t i c e ,  the LBC has 
a l l o w e d  e x p a n d e d  boi udaries w h ic h v i o l a t e  the o t h e r  s t a n d a r d s  
in o r d e r  to put th e b o r o u g h  in an b e t t e r  f i n a n c i a l  po stu re .
For e xa m p l e ,  the A l e u t i a n s  East b o u n d a r y  was a l l o w e d  to 
ex t e n d  into the B r i s t o l  Bay r e g i o n  p r i m a r i l y  so that the 
b o r o u g h  w o u l d not ha v e to r e l y  on a p r o p e r t y  tax, d e s p i t e  a 
f in di ng  that th is  was not n e c e s s a r y  to e n s u r e  the b o r o u g h ' s  
f i n a n c i a l  v i a b i l i t y .

S u b s i s t e n c e  and t r a d i t i o n a l  l a n d  use p a t t e r n s  p a t t e r n s  
are r a r e l y  c o n s i d e r e d  d e s p i t e  t h e i r  i m p o r t a n c e  in d e t e r m i n i n g  
the s o c i o - e c o n o m i c  u n i t y  o f a r e g i o n .

2. S i m i l a r l y ,  the LBC tr e a t s  t h e  u n o r g a n i z e d  b o r o u g h  as 
a b l a n k  slate, i g n o r i n g  and j e o p a r d i z i n g  y e ar s of  p l a n n i n g  
a l r e a d y  in pla ce.  For ex am pl e,  th e Br i s t o l  Bay CR SA  - w i d e l y  
v i e w e d  a m o d e l  p r o g r a m  - has  been  d i s m e m b e r e d  int o a m i n i m u m  —
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o f  four parts, a s s u m i n g  the c u r r e n t  b o r o u g h  p r o p o s a l s  go 
thr ou gh.  Thi s m a k e s  no s e n se  from a p l a n n i n g  p e r s p e c t i v e .

3. Th e LBC r e n d e r s  c o n f l i c t i n g  d e c i s i o n s  and a p p l i e s  
" s t a n d a r d s "  not found in the law. For  e x a m p l e ,  the LBC w ou ld  
not even  c o n s i d e r  N u s h a g a k  v i l l a g e  a r g u m e n t s  b a se d on a 
b o r o u g h ' s  p o t e n t i a l  im pa c t on n a t u r a l  r e s o u r c e  m a n a g e m e n t .
Yet the i d e n t i c a l  a r g u m e n t  wa s found a v al id  b a s i s  for the 
K o d i a k  a n n e x a t i o n .  The L BC 's  f ocu s on c o m m e r c i a l  fi sh in g 
d i s t r i c t s  to the e x c l u s i o n  o f  o t h e r  e c o n o m i c  a c t i v i t i e s  is a 
" s t a n d a r d "  not fo und  in the law, as is the  " m a x i m i z i n g  fish 
tax r e v e n u e s "  r a t i o n a l e  a p p l i e d  for K o d i a k  and A l e u t i a n s  
E a s t .

4. LBC  d e c i s i o n s  ar e b as ed  p r i m a r i l y  on the bare 
a s s e r t i o n s  of fact in the p e t i t i o n  and  u n s w o r n  " t e s t i m o n y "  at 
pu b li c h e a r i n g s .  T h e r e  is r a r e l y  any  c h e c k i n g  of f act s or 
r e l i a n c e  o n e x p e r t s  su c h as A D F & G  or th e CR-SA. This factor, 
c o u p l e d  w i t h  the f a i l u r e  to s e r i o u s l y  f o l l o w  the str lards, 
r e s u l t s  in the d e c i s i o n a l  p r o c e s s  b e i n g  l i t t l e  m o r e  than a 
s h u f f l i n g  o f w ord s on pa per , d i v o r c e d  f r o m  re al it y.

5. The DC & A an d the LB C will not  c o n s i d e r  a n y fa c to r 
not r a i s e d  by a pa rt y,  d e s p i t e  D C R A ' s  d u t y  to i n v e s t i g a t e .  
W h i l e  to a c e r t a i n  e x t e n t  th i s is u n d e r s t a n d a b l e ,  t he re is no 
e x c u s e  for not a n a l y z i n g  g l a r i n g  p r o b l e m s  such as the 
" c o n t i g u o u s "  i ssu e in K o d i a k ' s  a n n e x a t i o n  or the f a i l u r e  o f a 
b o u n d a r y  to g e n e r a l l y  c o n f o r m  to n a t u r a l  g e o g r a p h y .

B . C a u s e s  and P o s s i b l e  R e m e d i e s

So m e of  the t h e s e  p r o b l e m s  ar e d u e  to the f o l l o w i n g  
" i n s t i t u t i o n a l "  fla ws:

1 . The  e x i s t i n g  s t a n d a r d s  and r e g u l a t i o n s  we re  
p r o m u l g a t e d  b e f o r e  the p o l i t i c a l  and e c o n o m i c  c l i m a t e  c h a n g e d  
d r a m a t i c a l l y  in f a v o r  of b o r o u g h i z a t i o n . T h e r e  is no w  an 
i n s t i t u t i o n a l  bias in f a vo r o f  b o r o u g h s  w h ic h c r e a t e s  a 
t e n d e n c y  o n the par t of  the L B C  ?nd i ts  s t a f f  to n e g l e c t  its 
" w a t c h - d o g "  d u t y  an d i g n o r e  r u l e s  w h i c h  "get in the way" of 
b o r o u g h  f o r m a t i o n .  Th is  r e s u l t s  in a s t a n d a r d l e s s  s y st em , 
c r e a t i n g  a l a n d - g r a b  m e n t a l i t y  w h e r e  a n y t h i n g  goes, 
f i r s t - c o m e  f i r s t - s e r v e d .

If c i r c u m s t a n c e s  are  n o w  so c h a n g e d  that it is 
d e s i r e a b l e  for all or  m os t o f  the u n o r g a n i z e d  b o r o u g h  to 
i n c o r p o r a t e ,  the r u l e s  s h o u l d  al so  be c h a n g e d  and  m e a n i n g f u l  
s t a n d a r d s  e s t a b l i s h e d  for d r a w i n g  l i n e s  in u n p o p u l a t e d  
are as . It is i m p e r a t i v e  that  r e g i o n s  be l o o k e d  at a3 a 

w h o l e .
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2. The LBC and its s t a f f  se em  to la ck  u n d e r s t a n d i n g  of 
the ba sic r ule s o f s t a t u t o r y  c o n s t r u c t i o n  and a d m i n i s t r a t i v e  
a n a l y s i s .  A l t h o u g h  th ey  are  la ym en , th e y are n o n e t h e l e s s  
c h a r g e d  with  a q u a s i - j u d i c i a l  duty. Th is  flaw was 
e x e m p l i f i e d  by c o m m e n t s  by c o m m i s s i o n e r s  at a recent 
r e c o n s i d e r a t i o n  h e a r i n g  on the Lake and Pen pro po s al .

One c o m m i s s i o n e r  said that the N u s h a g a k  v i l l a g e s  
a r g u m e n t s  r e l a t i n g  t;o s u b s i s t e n c e  use had no m e r i t  be ca us e 
s t at e and feder al  g o v e r n m e n t  h a v e  e x c l u s i v e  j u r i s d i c t i o n  ov e r 
t h ei r r e s p e c t i v e  l and s and the b o r o u g h  c o u l d  have no impact 
them. Tw o t hi n g s  are w r o n g  with that  s t a t e m e n  . 1 ) it 
i g n o r e s  the fact that s u b s i s t e n c e  and o t h e r  r e s o u r c e  use is 
the p r i m a r i l y  i n d i c i a  of  the s o c i o - e c o n o m i c  ties of the 
reg ion , wh ich  by l a w  is s o m e t h i n g  the LB C has to co ns i d e r ;  2) 
it is an i n c o r r e c t  s t a t e m e n t  o f law and a c t u a l  p r a c t i c e  in 
re gar d to s t a t e  lands.

O t h e r  c o m m i s s i o n e r s  i n d i c a t e d  that t h e i r  d e c i s i o n  to 
favor K o d i a k’s a n n e x a t i o n  at the e x p e n s e  o f  Lake and Pen m a d e  
them u n w i l l i n g  to a d j u s t  Lake and P e n 's  w e s t e r n  bo un dar y.
That s h o w s  r e m a r k a b l e  w i l l i n g l e s s  to d i s r e g a r d  the L B C’s 
s t a t u t o r y  d u t y  to i m p a r t i a l l y  a p p l y  law to facts.

3. T h e r e  se ems to be an i n s t i t u t i o n a l  c o n f u s i o n  about 
the n a t u r e  of the p r o c e e d i n g s .  C a s e  law has ma d e c l e a r  that 
they ar e  l e g i s l a t i v e  r a t h e r  than a d v e r s a r i a l  in nat u re . In 
p r a c t i c e ,  they ar e  t r e a t e d  as a d v e r s a r i a l  in m a n y  r e s p e c t s  
but w i t h o u t  the p r o c e d u r a l  s a f e g u a r d s  that n o r m a l l y  exist in 
a d v e r s a r i a l  p r o c e e d i n g s .

4. The same  D C R A  s t a f f  who i n v e s t i g a t e  p r o p o s a l s  and 
p r e p a r e  r e c o m m e n d a t i o n s  for the LBC p r o v i d e  t e c h n i c a l  
a s s i s t e n c e  to t ho se  p u t t i n g  t o g e t h e r  p r o p o s a l s .  Th i s c r e a t e s  
a b u i l t - i n  bias in f a v or  of  the p e t i t i o n .  Th es e two 
f u n c t i o n s  s ho u l d  be s e p a r a t e d ,  wi th  the D C R A  i n v e s t i g a t i o n  
and r e p o r t  and r e c o m m e n d a t i o n s  d o n e  by n e u t r a l  p a r t i e s  a f t e r  
the p e t i t i o n  is filed.

5. N e u t r a l  h e a r i n g  o f f i c e r s ,  w i t h  l ega l t r a i n i n g  and 
p r e f e r a b l y  a l a n d - u s e  b a c k g r o u n d ,  s h o u l d  c o n d u c t  p ub l i c  
h e a r i n g s  and m a k e  r e c o m m e n d e d  d e c i s i o n s  w h e n e v e r  c o n t e s t e d  
i s s u e s  ar i se . This w o u l d  a l l e v i a t e  some  o f  the p r o b l e m s  
d i s c u s s e d  ab ove .

C o n c l u s i o n

B o r o u g h  d e c i s i o n s  are  q u i t e  i m p o r t a n t  and have  
l o n g - r a n g e  i m p l i c a t i o n s  not f ull y u n d e r s t o o d  even by the LBC 
and DCRA. Th is  is p a r t i c u l a r l y  tr ue  in r e g a r d  to land and —
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r e s o u r c e  m a n a g e m e n t ,  local i n f l u e n c e  on w h i ch  is one of the' 
m a j o r  i n c e n t i v e s  for f or mi ng  b o r o u g h s .  J u d g i n g  from ou r 
r e g i o n ' s  e x p e r i e n c e s ,  t..e LBC p r o c e s s  r e s u l t s  in 
s h o r t - s i g h t e d  and a r b i t r a r y  d e c i s i o n s .  It is a b s o l u t e l y  
a s t o u n d i n g  that any  a g e n c y  w o ul d t h i n k  that it can r a t i o n a l l y  
m a k e  d e c i s i o n s  r e d r a w i n g  the m a p  of  s o u t h w e s t e r n  Al a s k a  in a 
p r o c e s s  t a k i n g  less than  two m o n t h s .

M o r e o v e r ,  the p r o c e s s  and the i m p l i c a t i o n s  o f b o r o u g h  
f o r m a t i o n  are  p o o r l y  u n d e r s t o o d  by the p ub l i c  in B r is to l Bay. 
Th is  f a ct or , c o m b i n e d  with  p r o c e d u r a l  i m p e d i m e n t s  im po s ed  by 
the LBC, g r e a t l y  d i m i n i s h e s  th e a b i l i t y  of the lo cal p o p ul ac e 
to have a m e a n i n g f u l  v o i ce  in the d e c i s i o n s .  A g re at  dea l of 
u n n e c e s s a r y  d i v i s i v e n e s s  has r e s u l t e d .

Th i s  s i t u a t i o n  can  o n l y  s e rv e to h a r m  the s t a t e  in the 
lon g run.



F e b r u a r y  7, 1989 
Box 76 2
D i l l i n g h a m ,  Ak 99 576

Sen. A1 A da m s ,  C h a i r m a n
S e n a t e  C o m m u n i t y  and R e g i o n a l  A f f a i r s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. Bo x V 
J u n e a u ,  AK 99811

Rep. E i l e e n  M a o l e a n ,  C h a i r m a n
H o u s e  C o m m u n i t y  and R e g i o n a l  A f f a i r s  C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e
P.O. 3ox V
Ju n e a u ,  AK 99811

Re: Lo cal B o u n d a r y  C o m m i s s i o n  - H B — *31# K o d i a k  Is lan d B o r o u g h  
a n n e x a t i o n ,  La k e and P e n i n s u l a  i n c o r p o r a t i o n

Dear  Sen. Adams and Rep. M a c l e a n :

I w r i t e  to ur ge  your  c o m m i t t e e s  to c o n s i d e r  a m a j o r  
o v e r h a u l  of  the L oc al B o u n d a r y  C o m m i s s i o n  p r o c e s s  for 
c o n s i d e r i n g  b o r o u g h  i n c o r p o r a t i o n s  an d  a n n e x a t i o n s .  I a l s o  
u rg e y o u  to put b o r o u g h  d e c i s i o n s  o n h o l d  in, the m e a n t i m e ,  
and m o r e  p a r t i c u l a r l y  to v e t o  the K o d i a k  I s l a n d  B o r o u g h  
a n n e x a t i o n  and, if p o s s i b l e ,  to r e m a n d  the L a k e  and P e n i n s u l a  
d e c i s i o n  to the LBC  for f u r t h e r  c o n s i d e r a t i o n .

As a D i l l i n g h a m  c i t y  c o u n c i l m a n ,  an a t t o r n e y  e m p l o y e d  by 
a N a t i v e  a s s o c i  M o n ,  and a f o r m e r  n e w s p a p e r  w r i t e r  in 
B r i s t o l  Bay  I h a v e  c l o s e l y  s c r u t i n i z e d  the a b o v e - r e f e r e n c e d  
a c t i o n s  and a l s o  th e 1987 A l e u t i a n s  East i n c o r p o r a t i o n .  In 
te rm s o f  s u b s t a n t i v e  a n a l y s i s  t h e s e  t h r e e  L B C  d e c i s i o n s  are 
p r o b a b l y  th e w o r s t  a d m i n i s t r a t i v e  d e c i s i o n s  I ha ve  s e e n  in 
te n y e a r s  o f  l e ga l p r a c t i c e .

W h i l e  Rep. S h u l t z’s bill is a g o o d  s t a r t i n g  po i nt , it 
d o e s  not go far e n o u g h .  A m a j o r  p r o b l e m  is t ha t the 
s t a t u t o r y  and r e g u l a t o r y  s t a n d a r d s ,  p r o b a b l y  i n a d e q u a t e  to 
b e g i n  with, h a v e  be en  so l o o s e n e d  in a p p l i c a t i o n  that  t h e y  no 
l o n g e r  m e a n  a n y t h i n g ,  Th e LBC s i m p l y  s u b s t i t u t e s  its o w n  
J u d g e m e n t  for the  l e g a l l y - p r o m u l g a t e d  s t a n d a r d s  w h e n e v e r  a 
c o n t e s t e d  i s s u e  ar i s e s ,  w i t h  th e r e s u l t  that its d e c i s i o n s  
a r e  a r b i t r a r y  and i n c o n s i s t e n t .

T h e p r o c e s s  e n c o u r a g e s  l a n d - g r a b s  and r e s u l t s  in f u r t h e r  
c o n c e n t r a t i o n  o f  ths tax 'case in th e m o r e  p o l i t i c a l l y  
s o p h i s t i c a t e d ,  u r b a n i z e d  c o m m u n i t i e s  at the e x p e n s e  of  
v i l l a g e s .  It a l s o  r e s u l t s  ir. b o u n d a r i e s  th a t are i r r a t i o n a l  
from a g e o g r a p h i c  ar.d d e m o g r a p h i c  p e r s p e c t i v e .  You s i m p l y  
c an n o t  c a r v e  up l a r g e  r e g i o n s  of the s t a t e  or. a f i r s t - c o m e
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f i r s t - s e r v e d  ba si3 , r e q u i r i n g  o n l y  m i n i m a l  c o m p l i a n c e  w i t h  
we ak  s t a n d a r d s ,  and h o p e  to r.ave a f a i r  and r a t i o n a l  re s u l t .

The K o d i a k  Is la nd  B o r o u g h  a n n e x a t i o n .  Th is  a n n e x a t i o n  
sh o u l d  D a v e t o e d  b e c a u s e  it i 3 _ bad p u b l i c " p o l i c y  and b e c a u s e  
the LBC t h r e w  its s t a n d a r d s  to the w i n d 3  to a l l o w  it.

Th e K o d i a k  b o r o u g h  w a s  a l l o w e d  to a n n e x  a large 
u n i n h a b i t e d  p o r t i o n  of the A l a s k a  P e n i n s u l a  and a d j a c e n t  
w a t e r s  o f  the S h e i i k o f f  S t r a i t  that La k e and Pen a l s o  s o u g h t  
to i n c o r p o r a t e .  It s h o u l d  be b o r n e  in m i n d  that Lak e and Pen 
ha d  o n l y  to m e e t  the  s t a n d a r d s  for i n c o r p o r a t i o n , w h i l e  
K o d i a k  had to m e e t  chose s t a n d a r d s  and the r e g u l a t o r y  
s t a n d a r d s  for a n n e x a t i o n .

The L E C ’s r a t i o n a l e  for g i v i n g  the a r e a  to K o d i a k  
i n s t e a d  o f  Lake ar.d Pen s e e m s  to h a v e  b e e n  tha t the S h e i i k o f f  
S t r a i t  is fi s he d p r i m a r i l y  by K o d i a k - b a s e d  f i s h e r m e n  and  that 
t a x e s  f r o m  that f i s h e r y  sh ou ld , in f a i r n e s s ,  go to K od iak . 
W h i l e  tnat m a y  see m r e a s o n a b l e ,  no s u c h  s t a n d a r d  is f o u nd  in 
the s t a t u t e  or the r e g u l a t i o n s . T h i s  is a p r i m e  e x a m p l e  of 
the LB C s u D S t l t u t i n g  its own  j u d g e m e n t  of w h a t  ’’ough t "  to 
h a p p e n  for the l e g a l l y - e s t a b l i s h e d  ru l e s .

The  K o d i a k  a n n e x a t i o n  ’was g r a n t e d  u n d e r  the L B C ’s 
r e g u l a t i o n s  g o v e r n i n g  " c o n t i g u o u s "  a n n e x a t i o n s ,  u n d er  w h i c h  
it had to meet  one  of  e i g h t  r e g u l a t o r y  s t a n d a r d s .  H o w e v e r ,  a 
p r e l i m i n a r y  i s su e not eve n d i s c u s s e d  in th e d e c i s i o n  was 
w h e t h e r  the a n n e x e d  t e r r i t o r y  is c o n t i g u o u s  to the o r i g i n a l  
b o r o u g h .  By a n y  c o m m o n  s e n s e  d e f i n i t i o n  it is not c o n t i g u o u s  
b e c a u s e  it is s e p a r a t e d  from the o r i g i n a l  K o d i a k  I sl a n d  
B o r o u g h  by f ed era l w a t e r s  b e y o n d  th e t e r r i t o r i a l  l im it  of  
A l a s k a  ar.d will be a. s e p a r a t e  e n c l a v e .

L i k e w i s e ,  the ei ght  r e g u l a t o r y  s t a n d a r d s  w e r e  not 
m e a n i n g f u l l y  a p p l i e d .  The LB C fo und  that  t h r e e  of  th e m were 
met, but not one  of  t h es e f i n d i n g s  w i t h s t a n d s  s cr ut i n y .  The 
L3C m e r e l y  a c c e p t e d  the ba re  r e p r e s e n t a t i o n s  o f  the 
p e t i t i o n e r s  w i t h o u t  i n d e p e n d e n t  a n a l y s i s  or r e s e a r c h  - 
d e s p i t e  D C R A ' s  s t a t u t o r y  d u t y  to " i n v e s t i g a t e "  p r o p o s a l s .

T h e r e  was no e v i d e n c e  o f  l i k e l y  d e v e l o p m e n t  in the ar e a 
w h ic h K o d i a k  c o u l d  r e a l i s t i c a l l y  p l a n  for or  c o n t r o l ,  no 
e v i d e n c e  that  m u n i c i p a l  s e r v i c e s  w e r e  n e e d e d  and no e v i d e n c e  
tha t the b o r o u g h  w o u l d  p r o v i d e  a n y  a d d i t i o n a l  s e r v i c e s  i n the 
area, w h i c h  a f t e r  all is u n i n h a b i t e d .  In sh or t,  the o n l y  
real  r e a s o n  for the a n n e x a t i o n  was to p r o v i d e  the K o d i a k  
b o r o u g h  an a d d i t i o n a l  r e v e n u e  s o u r c e ,  and that a l o n e  d o e s  not 
m e e t  the le gal s t a n d a r d s .  It sh o ul d a l s o  be n o t e d  that most 
o f  the r e a s o n s  th e L B C c it ed  for a p p r o v i n g  the a n n e x a t i o n  
a p p l i e d  o n l y  to the w a t e r s  o f  She.likoff S t r a i t  and not to the 
A l a s k a  P e n i n s u l a .
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From a p u b l i c  p o l i c y  p e r s p e c t i v e  o n e  ha s to q u e s t i o n  the 
w i s d o m  o f  g i v i n g  this r e v e n u e  s o u r c e  to a b o r o u g h  with  a 
r e l a t i v e l y  v i b r a n t  e c o n o m y  and h e a l t h y  tax b a s e  at the 
e x p e n s e  o f  n e a r b y  c h r o n i c a l l y  d e p r e s s e d  v i l l a g e s  with no tax 
base. K o d i a k  has n u m e r o u s  f i s h e r i e s  a n d  is o n e  o f  the 
c o m m u n i t i e s  d i r e c t l y  b e n e f i t t i n g  f r o m  th e  " A m e r i c a n i z a t i o n "  
o f  the N o r t h  P a c i f i c  b o t t e m  f i s h e r y .  It has  y e a r - r o u n d  
h a r b o r s  an d p r o c e s s i n g  p la nt s.  Th e  L a k e  I l i a m n a  v i l l a g e s  in 
c o n t r a s t  are  al mo s t 3 0 l e l y  d e p e n d e n t  o n  the B r i s t o l  Bay 
s a l m o n  f i s h e r y ,  for w h i c h  n o n - r e s i d e n t s  hold  m o s t  p e r m i t s .  
T h e r e  are no p r o c e s s i n g  p l a n t s .  The  t y p i c a l  v i l l a g e  ha s o n l y  
a few 3 a i m o n  p e r m i t s  ar.d a h a n d f u l  o f  s a l a r i e d  j o b s  in the 
s c h o o l s  and lo cal g o v e r n m e n t .  U n e m p l o y m e n t  is a s t r o n o m i c a l  
in the w i n t e r  m o n t h s .

One w o u l d  t hi n k it in the  s t a t e ' s  i n t e r e s t  that such
v i l l a g e s  h a v e  a c c e s s  to n e a r b y  f i s h e r i e s ,  if o n l y  t h r o u g h
t a xa t i o n .  And p e r h a p s  the n e w  b o r o u g h  c o u l d  d e v e l o p  p r o g r a m s  
e n a b l i n g  it s p e o p l e  to m o r e  d i r e c t l y  b e n e f i t  f r o m  the 
S h e i i k o f f  S t r a i t  f i s h e r i e s .

The L B C s  d e c i s i o n  i t s e l f  found t h a t  the r e v e n u e s  fr o m
t h i s  t e r r i t o r y  w ou ld be m u c h  m o r e  i m p o r t a n t  to L a k e  and Pen
th a n to K o d i a k ,  a l t h o u g h  not c r i t i c a l  to e it he r.  K o d i a k’s 
b e n e f i t  w o u l d  be n e g l i g i b l e ,

Lake and P e n i n s u l a  i n c o r p o r a t i o n .  Th i s d e c i s i o n  s h o u l d  
be held o p e n  by w h a t e v e r  l e g a l  m e c h a n i s m  is a v a i l a b l e  to do 
so. For o n e  thing, a vet o o f  the K o d i a k  a n n e x a t i o n  will not 
a l o ne  g i v e  La ke  and P en  the a d d i t i o n a l  t e r r i t o r y  it s ou g ht , 
and d e s e r v e s .

For a n o t h e r ,  the b o r o u g h ' s  n o r t h w e s t e r n  b o u n d a r y  was 
a p p r o v e d  w i t h o u t  a d e q u a t e  n o t i c e  to n e i g h b o r i n g  c o m m u n i t i e s  
in the N u s h a g a k  d r a i n a g e .  In m y  v i ew , t h e  p r o c e d u r e s  used 
e f f e c t i v e l y  p r e c l u d e d  any m e a n i n g f u l  o p p o r t u n i t y  to be h e a r d  
by r e s i d e n t s  of th e  a d j a c e n t  a r e a  an d  t h e r e b y  v i o l a t e d  t h e i r  
c o n s t i t u t i o n a l  r i g h t s  o f due  p r o c e s s  an d  eq ual  p r o t e c t i o n .

S u b s t a n t i v e l y ,  t h e  n o r t h w e s t e r n  b o u n d a r y  c l e a r l y  
v i o l a t e s  the  s t a t u t o r y  s t a n d a r d s  by f o l l o w i n g  l o n g i t u d a n a l  
l i n e s  r a t h e r  than n a t u r a l  g e o g r a p h y  a n d  s o c i o - e c o n o m i c  use 
p a t t e r n s .  3y s l a s h i n g  a r b i t r a r i l y  a c r o s s  the d r a i n a g e s ,  it 
d i v i d e s  h i s t o r i c  (and l o g i ca l)  p l a n n i n g  u n i t s  and puts 
v a l u a b l e  s p a w n i n g  g r o u n d s  for the N u s h a g a k  s a l m o n  f i s h e r y  in 
the new b o r o u g h .  It al so  p l a c e s  s u b s i s t e n c e  h u n t i n g  and 
f i s h i n g  a r e a s  that N u s h a g a k  v i l l a g e  r e s i d e n t s  sa y are 
t r a d i t i o n a l l y  " t h e i r s "  in the Lak e and Pe n  B o r o u g h .

D e p e n d i n g  on L a k e  ar.d P e n ’s e v i d e n c e ,  of c o u r s e ,  the 
b o u n d a r y  m i g h t  be m o v e d  in e i t h e r  d i r e c t i o n  if  the  legal 
s t a n d a r d s  w e r e  a p p l i e d .  B ut th e  n o r t h w e s t e r n  b o u n d a r y  was 
not even a d d r e s s e d  in the L B C ' d e c i s i o n , and th e  L B C  r e f u s e d  
to gr ant  r e c o n s i d e r a t i o n  of the d e c i s i o n  so th at  it c o u l d  be.
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