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A f f a i r s  a n d  F in a n c e
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IN THE SENATE BY SZYMANSKI, FAIKS AND PEARCE

SENATE BILL NO. 146

IN THE LEGISLATURE OF THE STATE OF ALASKA.

SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL

For  an A c t  e n t i t l e d :  "An A c t  a l l o w i n g  gaining d e v i c e s  on f e r r i e s . "

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

* S e c t i o n  1. AS 19.65  i s  amended by a d d in g  new s e c t i o n s  t o  r e a d :

S ec .  1 9 . 6 5 .0 3 0 .  GAMING DEVICES AUTHORIZED. (a )  The D epa r tm en t  

o f  Revenue may l i c e n s e  a v e s s e l  o f  t h e  A la s k a  m a r i n e  h ighway sy s te m  to  

o p e r a t e  gaming d e v i c e s  i n  t p o r t i o n  o f  t h e  v e s s e l  t h a t  / i s  l i c e n s e d

(b) A l i c e n s e  i s s u e d  u n d e r  ( a )  o f  t h i s  s e c t i o n  i s  n o t  v a l i d  when 

t h e  v e s s e l  i s  i n  a j u r i s d i c t i o n  o u t s i d e  o f  t h e  s t a t e  u n l e s s  t h a t  

j u r i s d i c t i o n  a l s o  a l l o w s  t h e  l i c e n s e d  a c t i v i t y .

(c )  The c o m m is s io n e r  o f  r e v e n u e  may a d o p t  r e g u l a t i o n s  u n d e r  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 (AS 4 4 .6 2 )  t o  im p lem en t  t h i s  s e c t i o n .

S ec .  1 9 . 6 5 .0 4 0 .  PROHIBITIONS ON GAMING DEVICE OPERATION; PENAL­

TIES. (a )  An employee  o f  t h e  A la ska  m a r i n e  h ighway sy s te m  im y n o t  

a l l o w  a p e r s o n  u n d e r  21 y e a r s  o f  age  t o  u s e  a gaming d e v i c e  a u t h o r i z e d  

u n d e r  AS 1 9 .6 5 . 0 3 0 .  A p e r s o n  u n d e r  21 y e a r s  o f  age  may n o t  u se  a 

gaming d e v i c e  a u t h o r i z e d  u n d e r  AS 1 9 .6 5 .0 3 0 .

(b)  A p e r s o n  may n o t  m a n i p u l a t e  o r  a t t e m p t  t o  m a n i p u l a t e  t h e  

outcome o r  p a y o f f  o f  a gaming d e v i c e  a u t h o r i z e d  u n d e r  AS 1 9 .6 5 .0 3 0  by 

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

t i o n i n g  o f  t h e  d e v i c e .

( c )  V i o l a t i o n  o f  t h i s  s e c t i o n  i s  a c l a s s  A m isdem ean o r .

Sec .  1 9 .6 5 . 0 5 0 .  The D ep ar tm en t  o f  T r a n s p o r t a t i o n  and P u b l i c  

F a c i l i t i e s  s h a l l  d e p o s i t  r e c e i p t s  f rom t h e  o p e r a t i o n  o f  gaming d e v i c e s

u n d e r
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u n d e r  AS 1 9 .6 5 . 0 3 0  i n  t h e  g e n e r a l  f u n d .  The c o m m is s io n e r  o f  a d m i n i s -
I

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

t i o n .  The l e g i s l a t u r e  may a p p r o p r i a t e  money i n  t h e  -account  f o r  t h e  

o p e r a t i o n  o f  t h e  A l a s k a  m a r in e  h ighway s y s te m .

S e c .  1 9 . 6 5 . 0 6 0 .  DEFINITION FOR AS 1 9 . 6 5 . 0 3 0  - 1 9 . 6 5 . 0 6 0 .  In

AS 1 9 .6 5 . 0 3 0  -  1 9 .6 5 .0 6 0  "gaming d e v i c e "  means e q u ip m en t  o r  a m echan­

i c a l ,  e l e c t r o m e c h a n i c a l ,  o r  e l e c t r o n i c  c o n t r i v a n c e ,  com ponen t ,  o r  

m ach in e  t h a t  a f f e c t s  t h e  r e s u l t  o f  a w ager  by d e t e r m i n i n g  w ins  o r  

l o s s e s  i n  c o n n e c t i o n  w i t h  a game i n  w h ic h ,  by t h e  3 k i l l  o f  t h e  p l a y e r
i

o r  by c h a n c e ,  o r  b o t h ,  t h e  p l a y e r  may r e c e i v e  f r e e  games o r  c r e d i t  

t h a t  c a n  be  redeem ed  f o r  c a s h ;  "gam ing  d e v i c e "  does  n o t  i n c l u d e  a 

m ach in e  t h a t  d i r e c t l y  d i s p e n s e s  c o i n s  o r  c a s h .

* S e c .  2 . AS 1 1 . 6 6 . 2 8 0 ( 2 )  i s  amended t o  r e a d :

(2 )  " g a m b l in g "  means t h a t  a p e r s o n  s t a k e s  o r  r i s k s  some­

t h i n g  o f  v a l u e  upon t h e  outcome o f  a c o n t e s t  o f  c h an c e  o r  a f u t u r e  

c o n t i n g e n t  e v e n t  n o t  u n d e r  t h e  p e r s o n ' s  c o n t r o l  o r  i n f l u e n c e ,  upon an 

a g re e m e n t  o r  u n d e r s t a n d i n g  c h a t  t h a t  p e r s o n  o r  someone e l s e  w i l l  

r e c e i v e  s o m e th in g  o f  v a l u e  i n  t h e  e v e n t  o f  a  c e r t a i n  o u tcom e;  " g am b l ­

i n g "  d o es  n o t  i n c l u d e

(A) bona f i d e  b u s i n e s s  t r a n s a c t i o n s  v a l i d  u n d e r  t h e  

law o f  c o n t r a c t s  f o r  th e  p u r c h a s e  o r  s a l e  a t  a f u t u r e  d a t e  o f  

s e c u r i t i e s  o r  co m m o d i t i e s  and a g r e e m e n t s  t o  c o m p en sa te  f o r  l o s s  

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

n i t y  o r  g u a r a n t y  and l i f e ,  h e a l t h ,  o r  a c c i d e n t  i n s u r a n c e ;  [OR]

(B) p l a y i n g  an  amusement d e v i c e  t h a t

( i )  c o n f e r s  o n l y  a n  im m e d ia te  r i g h t  o f  r e p l a y  n o t  

e x c h a n g e a b le  f o r  so m e th in g  o f  v a l u e  o t h e r  th a n  t h e  p r i v i l e g e  

o f  im m edia te  r e p l a y ;  and

( i i )  does n o t  c o n t a i n  a m ethod  o r  d e v i c e  by w h ic h  
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Che p r i v i l e g e  o f  im m e d ia te  r e p l a y  may be c a n c e l l e d  o r  r e v o k ­

e d ;  o r

(C) an a c t i v i t y  a u t h o r i z e d  by t h e  c o m m iss ion e r  o f  

r e v e n u e  u n d e r  AS 0 5 .1 5  o r  AS 1 9 . 6 5 . 0 3 0 ;

*  S e c .  3 .  AS 1 1 . 6 6 . 2 8 0 ( 3 )  i s  amended t o  r e a d :

(3 )  " g a m b l in g  d e v i c e "  means any  d e v i c e ,  m ac h in e ,  p a r a p h e r ­

n a l i a ,  o r  e q u ip m e n t  t h a t  i s  u s e d  o r  u s a b l e  i n  t h e  p l a y i n g  p h a s e s  o f  

u n l a w f u l  g a m b l i n g ,  w h e t h e r  i t  c o n s i s t s  o f  g a m b l in g  b e tw ee n  p e r s o n s  o r  

g a m b l in g  by a p e r s o n  i n v o l v i n g  t h e  p l a y i n g  o f  a m a c h in e ; " g am b l in g  

d e v i c e "  does  n o t  i n c l u d e

(A) l o t t e r y  t i c k e t s ,  p o l i c y  s l i p s ,  o r  o t h e r  i t e m s  u s e d  

i n  t h e  p l a y i n g  p h a s e s  o f  l o t t e r y  o r  p o l i c y  schem es ;  [OP.]

(B) an amusement d e v i c e  a s  d e s c r i b e d  i n  ( 2 ) ( B) o f  t h i s  

s e c t i o n ;  o r

(G) a gaming d e v i c e  au t h o r i z e d  u n d e r  AS 1 9 .6 5 .0 3 0 ;

* S e c .  4 ,  AS 1 1 . 6 6 . 2 8 0 ( 4 )  i s  amended t o  r e a d :

(4)  " g a m b l in g  e n t e r p r i s e "  means a g a m b l in g  b u s i n e s s  t h a t

(A) i n c l u d e s  f i v e  o r  more p e r s o n s  who c o n d u c t ,  f i n a n c e ,  

manage,  s u p e r v i s e ,  d i r e c t ,  o r  own a l l  o r  p a r t  o f  t h e  b u s i n e s s ;

(B) h a s  b e e n  o r  r e m a in s  i n  s u b s t a n t i a l l y  c o n t i n u o u s  o p e r a ­

t i o n  f o r  a p e r i o d  i n  e x c e s s  o f  30 day s  o r  h a s  a g r o s s  income o f  

$ 2 ,0 0 0  o r  more i n  any s i n g l e  d a y ;  and

(C) i s  n o t

( i )  a v e s s e l  o f  t h e  A l a s k a  m a r in e  highway sy s te m  

l a w f u l l y  c o n d u c t i n g  an a c t i v i t y  l i c e n s e d  u n d e r  AS 1 9 .6 5 . 0 3 0 ;  

o r

( i i )  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  u n d e r  

AS 0 5 . 1 5 . 2 1 0 ,  e x c e p t  t h a t ,  f o r  p u r p o s e s  o f  t h i s  s u b p a r a g r a p h  

[PARAGRAPH], no a p p l i c a t i o n  f o r  a  l i c e n s e  u n d e r  AS 0 5 .1 5  i s
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6 - 0 3 6 3 H

O r i g i n a l  s p o n s o r s :  Szym ansk i ,  F a i k s ,
and P e a rc e

IN THE SENATE BY THE TRANSPORTATION COMMITTEE

CS FOR SENATE BILL NO. 146 ( T r a n s p o r t a t i o n )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

F o r  an A c t  e n t i t l e d :  "An Act  a l l o w i n g  gaming d e v i c e s  on f e r r i e s . "

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

* S e c t i o n  1. AS 19.65 i s  amended by a d d in g  new s e c t i o n s  t o  r e a d :

S ec .  1 9 . 6 5 .0 3 0 .  GAMING DEVICES AUTHORIZED. (a )  The D epa r tm en t  

o f  Revenue may l i c e n s e  a v e s s e l  o f  t h e  A la sk a  m a r i n e  h ighway sy s te m  t o  

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

21 y e a r s  o f  ag e  a r e  p r o h i b i t e d  f rom  e n t e r i n g .

(b)  A l i c e n s e  i s s u e d  u n d e r  ( a )  o f  t h i s  s e c t i o n  i s  n o t  v a l i d  when 

t h e  v e s s e l  i s  i n  a j u r i s d i c t i o n  o u t s i d e  o f  t h e  s t a t e  u n l e s s  t h a t  

j u r i s d i c t i o n  a l s o  a l l o w s  t h e  l i c e n s e d  a c t i v i t y .

( c )  The c o m m iss io n e r  o f  r e v e n u e  may a d o p t  r e g u l a t i o n s  u n d e r  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 (AS 4 4 .6 2 )  t o  implem ent  t h i s  s e c t i o n .

S e c .  1 9 .6 5 . 0 4 0 .  PROHIBITIONS ON GAMING DEVICE OPERATION; PENAL­

TIES. ( a )  An employee o f  t h e  A la s k a  m a r in e  h ighw ay  s y s te m  may n o t  

a l l o w  a p e r s o n  u n d e r  21 y e a r s  o f  age  t o  u se  a gaming d e v i c e  a u t h o r i z e d  

u n d e r  AS 1 9 . 6 5 . 0 3 0 .  A p e r s o n  u n d e r  21 y e a r s  o f  age  may n o t  u s e  a 

gaming d e v i c e  a u t h o r i z e d  u n d e r  AS 1 9 .6 5 .0 3 0 .

(b)  A p e r s o n  may n o t  m a n i p u l a t e  o r  a t t e m p t  t o  m a n i p u l a t e  t h e  

outcome o r  p a y o f f  o f  a gaming d e v i c e  a u t h o r i z e d  u n d e r  AS 1 9 .6 5 .0 3 0  by 

p h y s i c a l l y  t a m p e r in g  o r  o t h e r w i s e  i n t e r f e r i n g  w i t h  t h e  p r o p e r  f u n c ­

t i o n i n g  o f  t h e  d e v i c e .

( c )  V i o l a t i o n  o f  t h i s  s e c t i o n  i s  a c l a s s  A m isd em ean or .

S e c .  1 9 . 6 5 .0 5 0 .  The D e par tm en t  o f  T r a n s p o r t a t i o n  and P u b l i c  

F a c i l i t i e s  s h a l l  d e p o s i t  r e c e i p t s  from t h e  o p e r a t i o n  o f  gaming d e v i c e s
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u n d e r  AS 1 9 .6 5 .0 3 0  i n  t h e  g e n e r a l  f u n d .  The c o m m iss io n e r  o f  a d m i n i s ­

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

t i o n .  The l e g i s l a t u r e  may a p p r o p r i a t e  money i n  t h e  a c c o u n t  f o r  t h e  

o p e r a t i o n  o f  t h e  A la s k a  m a r i n e  h ighway sy s te m .

S ec .  1 9 . 6 5 . 0 6 0 .  DEFINITION FOR AS 1 9 .6 5 .0 3 0  - 1 9 .6 5 .0 6 0 .  In

AS 1 9 .6 5 .0 3 0  -  1 9 .6 5 .0 6 0  "gam ing  d e v i c e "  means e q u ip m en t  o r  a m echan­

i c a l ,  e l e c t r o m e c h a n i c a l ,  o r  e l e c t r o n i c  c o n t r i v a n c e ,  com ponent ,  o r  

m ac h in e  t h a t  a f f e c t s  t h e  r e s u l t  o f  a w ager  by d e t e r m i n i n g  w ins  o r  

l o s s e s  i n  c o n n e c t i o n  w i t h  a game i n  w h ic h ,  by t h e  s k i l l  o f  t h e  p l a y e r  

o r  Dy c h a n c e ,  o r  b o t h ,  t h e  p l a y e r  may r e c e i v e  f r e e  games,  c r e d i t ,  o r  

t o k e n s  t h a t  can  be  redeem ed  f o r  c a s h ;  "gaming d e v i c e "  does  n o t  i n c l u d e  

a m ach ine  t h a t  d i r e c t l y  d i s p e n s e s  c o i n s  o r  c a s h .

* Sec .  2 .  AS 1 1 .6 6 . 2 8 0 ( 2 )  i s  amended t o  r e a d :

(2)  " g a m b l in g "  means t h a t  a p e r s o n  s t a k e s  o r  r i s k s  some­

t h i n g  o f  v a l u e  upon t h e  outcome o f  a c o n t e s t  o f  c h an ce  o r  a f u t u r e  

c o n t i n g e n t  e v e n t  n o t  u n d e r  t h e  p e r s o n ' s  c o n t r o l  o r  i n f l u e n c e ,  upon an 

a g re e m e n t  o r  u n d e r s t a n d i n g  t h a t  t h a t  p e r s o n  o r  someone e l s e  w i l l  

r e c e i v e  s o m e th in g  o f  v a l u e  i n  t h e  e v e n t  o f  a c e r t a i n  ou tcom e;  " g am b l­

i n g "  does  n o t  i n c l u d e

(A) bona f i d e  b u s i n e s s  t r a n s a c t i o n s  v a l i d  u n d e r  t h e  

law  o f  c o n t r a c t s  f o r  t h e  p u r c h a s e  o r  s a l e  a t  a  f u t u r e  d a t e  o f  

s e c u r i t i e s  o r  c o m m o d i t i e s  and a g r e e m e n t s  t o  co m p en sa te  f o r  l o s s  

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

n i t y  o r  g u a r a n t y  and l i f e ,  h e a l t h ,  o r  a c c i d e n t  i n s u r a n c e ;  [OR]

(B) p l a y i n g  an amusement d e v i c e  t h a t

( i )  c o n f e r s  o n l y  an im m ed ia te  r i g h t  o f  r e p l a y  n o t  

e x c h a n g e a b l e  f o r  s o m e th in g  o f  v a l u e  o t h e r  t h a n  t h e  p r i v i l e g e  

o f  im m e d ia te  r e p l a y ;  and

( i i )  does  n o t  c o n t a i n  a method o r  d e v i c e  by which  

CSSB K 6 ( T r s p )  . - 2 -



t h e  p r i v i l e g e  o f  im m e d ia te  r e p l a y  may b e  c a n c e l l e d  o r  r e v o k ­

e d ;  o r

(C) an a c t i v i t y  a u t h o r i z e d  by t h e  c o m m iss io n e r  o f  

r e v e n u e  u n d e r  AS 0 5 .1 5  o r  AS 1 9 . 6 5 . 0 3 0 ;

* Sec .  3.  AS 1 1 . 6 6 . 2 8 0 ( 3 )  i s  amended t o  r e a d :

(3)  " g a m b l in g  d e v i c e "  means any d e v i c e ,  m ac h in e ,  p a r a p h e r ­

n a l i a ,  o r  e q u ip m e n t  t h a t  i s  u s e d  o r  u s a b l e  i n  t h e  p l a y i n g  p h a s e s  o f  

u n l a w f u l  g a m b l in g ,  w h e t h e r  i t  c o n s i s t s  o f  g a m b l in g  b e tw een  p e r s o n s  o r  

g a m b l in g  by a  p e r s o n  i n v o l v i n g  t h e  p l a y i n g  o f  a  m ach in e ;  " g am b l in g

d e v i c e "  does  n o t  i n c l u d e

(A) l o t t e r y  t i c k e t s ,  p o l i c y  s l i p s ,  o r  o t h e r  i t e m s  u s e d  

i n  t h e  p l a y i n g  p h a s e s  o f  l o t t e r y  o r  p o l i c y  schem es;  [OR]

(B) an amusement d e v i c e  a s  d e s c r i b e d  i n  (2 ) (B )  o f  t h i s  

s e c t i o n ;  o r

(C) a gaming d e v i c e  a u t h o r i z e d  u n d e r  AS 1 9 .6 5 .0 3 0 ;

* Sec .  4. AS 1 1 . 6 6 . 2 8 0 ( 4 )  i s  amended t o  r e a d :

(4)  " g a m b l in g  e n t e r p r i s e "  means a g a m b l in g  b u s i n e s s  t h a t

(A) i n c l u d e s  f i v e  o r  more p e r s o n s  who c o n d u c t ,  

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

b u s i n e s s ;

(B) h a s  b e en  o r  r e m a in s  i n  s u b s t a n t i a l l y  c o n t i n u o u s  

o p e r a t i o n  f o r  a  p e r i o d  i n  e x c e s s  o f  30 days  o r  has  a g r o s s  income 

o f  $2 ,0 0 0  o r  more i n  any s i n g l e  d a y ;  and

(C) i s  n o t

( i )  a v e s s e l  o f  t h e  A la s k a  m a r in e  h ighway s y s te m  

l a w f u l l y  c o n d u c t i n g  an  a c t i v i t y  l i c e n s e d  u n d e r  

AS 1 9 .6 5 .0 3 0 ;  o r

( i f )  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  

u n d e r  AS 0 5 . 1 5 . 2 1 0 ,  e x c e p t  t h a t ,  f o r  p u r p o s e s  o f  t h i s  

- 3 -  CSSB 146(T rs p )



subparagraph [PARAGRAPH], no application fcr a 1 

cense under AS 05.15 is required to be considered 

qualified organization;
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L a u t e r b a c h

OFFERED IN THE SENATE 

TO: SB 146

Page  2 ,  l i n e  10, b e f o r e  " c r e d i t " :  

D e l e t e  " o r "

I n s e r t  " , "

Page  2 ,  l i n e  10, a f t e r  " c r e d i t " :  

I n s e r t  " ,  o r  t o k e n s "

A M E N D M E N T
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DOT&PF F ISCAL ANALYSIS FOR
SENATE BILij NO. 146

EXPENDITURES

Personnel Services - added cost would be overtime needed to 
supervise the gaming devices on the three vessels. Estimate 
$12.0 per ship - no added position would be created.

Contractual - there will be approximately $10.0 cost to upgrade 
electrical service to handle the 12 machines on each vessel.

Supplies - miscellaneous supplies such as mounting devices to 
make the games sea worthy.

Revenue - there is no sure way to predict the revenue. We 
doubled the revenue we are currently making on the 25 video games 
that are installed at this time. $150.0 should be a conservative 
figure.
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CS Senate Bill 146 (Trap)

FISCAL ANALYSIS

An  effective date of July 1, 1989 is aeonmed. Twelve gaming 
devices would be installed on each of three mainline vessels of the 
Alaska Marine Highway System (AMHS) fleet in the Southeast System.

Expenditure^;

Personal Services - No additional positions would be required. 
Overtima would be increased by $12.0 on each of the three 
ships to allow for supervision and attendance of the 
gaming devices.

Contractual Services - A one-time expenditure of $30.0 will 
be required to upgrade the electrical service on the 
three vessels. Recurrent costs beyond FY 90 will be 
negligible with the current scope of the project.

Supplies - start-up supplies, including mounting devices for 
for seaworthiness on each machine. Recurrent costs 
beyond FY 90 will be negligible with the current scope 
of the project.

C a p i t a l  c o s t s ?

■Costs of the equipment would be borne by a private vendor 
solicited on a competitive basis for a partnership basis 
similar to the current arrangement for video games. A maximum 
of twelve machines on each of the three vessels will be 
installed to avoid major rewiring or remodeling costs.

Re ve n u e s :

Revenue estimates shown are conservative based on the trends 
experienced by the 25 video games currently installed on AMHS 
ships.

Page_2_of_2_



W hile in Session: 
P.O. Box V  

State Capitol, Roo m  II 
Juneau, Alaska 99811 

(907) 465-4978/4979 

F A X  (907) 465-2652

Ulatffea ££>tate leg is la tu re
Senator M i k e  Szymanski

P O S IT IO N  P A P E R :  

SB-146.

During  In terim :
3111 C  Street. Suite 510 

Anchorage, Alaska 99503 
(907)561-7617

165 E. Parks Highway 
Legislative Information Office 

Wasilla, Alaska 99687 

(907) 376-MIKE

The State of Alaska is currently challenged by a fiscal crisis which will 
affect the quality and availability of services that the state can provide to 
its residents. In order to balance the State's budget and develop a 
sustainable level of funding, the Legislature has two options: cut the budget 
and develop sources of revenue. Senate Bill 146 proposes to accomplish the 
latter; to develop a n e w  source of revenue for the state by allowing 
gambling machines to be placed on state ferries.

SB 146 would permit the Department of Revenue to license a vessel of the 
Alaska Marine Highway System to operate gaming machines in the portion 
of the vessel that is licensed to sell alcohol. The intent of the bill is to 
make gaming devices, such as video poker games and electronic slot 
machines, available for the entertainment of ferry passengers patronizing 
the vessels' bar areas. According to estimates by DOTPF, tv/elve machines, 
which are similar to arcade-type video games, have the potential to 
generate net revenues of approximately $75,000 a year.

The Alaska Marine Highwav System has four mainliner ferries, the M/V 
Matanuska, the M/V Malaspina, the M/ V  Columbia and the M/V Taku, 
which run between Seattle and ports in Southeast Alaska. The annual 
passenger traffic on the mainliner vessels is approximately 234,000 people, 
m a n y  of w h o m  are tourists. Since m a n y  commercial cruise lines currently 
offer gaming machines on their tour ships, allowing passengers to enjoy 
gaming machines on the state ferries would help to upgrade the ferrys' 
entertainment services and enhance the visitors' travel experience. Ferry 
gaming could also become a focal point for marketing the Alaska Marine 
Highway System to the travel industry.

Since gaming areas will be limited to the portion of the ferry licensed to 
serve alcohol, minors will be prohibited access to the machines. Locating 
the gaming machines in the licensed areas will also enable ferry staff to 
supervise the gaming areas and provide adequate security against machine 
tampering and unauthorized use.

SB 146 has the potential to alleviate some of the impact of budget shortfalls 
currently facing the state. In this time of financial crisis, w e  need to 
examine and consider all options for raising additional revenue. Allowing 
gaming machines to be placed on state ferries m a y  enable the Alaska 
Marine Highway System to become more cost-effective in its operations and 
competitive in the travel market,

Senate D istrict E
Mat-Su • So. Anchorage • Bird/Indian • Girdwood • Whittier • Nikiski • Cooper Landing • Hope • Seward • Cordova • Valdez



departm ent o f Transportation 82, Public Facilities

T I T L E :  G a m b l i n g  D e v i c e s  o n  S t a t e  F e r r i e s  D A T E :  M a r c h  29, 1 9 8 9

T h e  A l a s k a  M a r i n e  H i g h w a y  S y s t e m  ( A M H S )  s u p p o r t s  S e n a t e  B i l l  No. 

14 6 to a l l o w  e l e c t r o n i c  g a m i n g  d e v i c e s  o n  b o a r d  t h e  v e s s e l s  of 
th e f l e e t .  T h e r e  is n o  d o u b t  t h i s  f o r m  o f  e n t e r t a i n m e n t  w o u l d  be 
e n j o y e d  b y  a l a r g e  p e r c e n t a g e  o f  o u r  p a s s e n g e r s  a n d  c o u l d  
g e n e r a t e  m u c h  n e e d e d  a d d i t i o n a l  r e v e n u e .

T h e r e  a r e  a f e w  s u g g e s t i o n s  w e  w o u l d  l i k e  to m a k e  w h i c h ,  if 

a c c e p t e d ,  w o u l d  g i v e  us  m o r e  f l e x i b i l i t y  in i m p l e m e n t a t i o n ,  as 
w e l l  as f u t u r e  a l t e r a t i o n s .  B e c a u s e  t h i s  c o n c e p t  h a s  n o t  b e e n  
t r i e d  b e f o r e  w e  c a n  o n l y  s p e c u l a t e  w h a t  the r e s u l t s  w i l l  be.

T h e r e  w i l l  b e b y  n e c e s s i t y  a l e a r n i n g  c u r v e  a n d  it is in t h i s  

c o n t e x t  t h a t  w e  w o u l d  l i k e  to be a b l e  to  u s e  s l i g h t l y  d i f f e r e n t  
a p p r o a c h e s  if it a p p e a r s  n e e d e d .

P a g e  1, L i n e s  9 - 1 1  - c h a n g e  to:

S e c .  1 9 . 6 5 . 0 3 0 .  G a m i n g  D e v i c e s  A u t h o r i z e d .  (a) T h e  
D e p a r t m e n t  o f  R e v e n u e  m a y  l i c e n s e  a v e s s e l  of  t h e  A l a s k a  
M a r i n e  H i g h w a y  S y s t e m  to o p e r a t e  g a m i n g  d e v i c e s  in a p o r t i o n  
o f  the v e s s e l  t h a t  is n o t  a c c e s s i b l e  to m i n o r s .

T h e  m o s t  l i k e l y  p l a c e  t o  l o c a t e  t h e  m a c h i n e s  is in th e  c o c k t a i l  
l o u n g e s  b u t  it m i g h t  b e  a d v a n t a g e o u s  to m o v e  t h e m  to a d i f f e r e n t  
l o c a t i o n  a n d  w e  w o u l d  l i k e  to h a v e  t h a t  f l e x i b i l i t y .

P a g e  2, L i n e s  .10-12 - c h a n g e  to  r e a d :

. . . o r  b y  c h a n c e ,  o r  b o t h ,  t h e  p l a y e r  m a y  r e c e i v e  f r e e  g a m e s ,  
c r e d i t  o r  t o k e n s  t h a t  c a n  be r e d e e m e d  fo r c a s h .

T h e  c o n c e p t  in t h e  b i l l  is s i m i l a r  to t h e  s y s t e m  u s e d  in t he  
S t a t e  o f  M o n t a n a  w h i c h  w o r k s  w e l l .  W e  a g r e e  a s i m i l a r  s y s t e m  
c o u l d  b e  t he p l a c e  to s t a r t  b u t  w o u l d  l i k e  to h a v e  th e  a u t h o r i t y  
to d i s p e n s e  t o k e n s ,  b u t  n o t  c a s h  if it l o o k e d  m o r e  e f f e c t i v e  
o p e r a t i o n a l l y .

O t h e r  t h a n  t h e s e  c h a n g e s  w e  f e e l  it is a w o r k a b l e  a n d  p o s i t i v e  

a p p r o a c h  to i m p r o v i n g  th e p r o f i t a b i l i t y  o f  the A M H S  v e s s e l s .

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

i m p l e m e n t i n g  g a m i n g  d e v i c e s  in t h e  m o s t  i n e x p e n s i v e  p o s s i b l e  w a y .  
T h i s  p i l o t  p r o j e c t  w o u l d  i n s t a l l  a t  l e a s t  t w e l v e  m a c h i n e s  o n  the 

M / V  M A L A S P I N A ,  M A T A N U S K A  a n d  th e C O L U M B I A  in the c o c k t a i l  
l o u n g e s .

P O S IT IO N  P A P E R
B I L L  N O :  S B  r'o. 1 4 6

For furthc i at 465-3900



Twelve machines were selected because this is the most which can 
be installed without major rewiring and remodeling costs and is 
adequate to determine the feasibility of gambling on a pilot 
basis. As currently envisioned the capital cost would be funded 
by a vendor who would work on a partnership basis similar to the 
video games that are currently being used. This business would 
be solicited on a competitive basis. After implementation, or 
during the planning stages, another approach might be used if it 
were found to be more cost effective. Should this pilot project 
be successful enough to warrant the installation of substantially 
more machines higher costs for modification of the vessels and 
perhaps additional crew for security would be required.
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  J a n u a r y  24, 1989

SUBJECT: Gambling on F e r r i e s
(Work O rd e r  No. 6-0363E)

TO: S e n a t o r  Mike Szymanski

FROM: T e r r i  L a u t e r b a c h  c / .  v
L e g i s l a t i v e  C o u n se l

F o l lo w in g  i s  a s e c t i o n a l  a n a l y s i s  o f  t h i s  work o r d e r :

Sec .  1.

AS 1 9 . 6 5 . 0 3 0 .  T h i s  s e c t i o n  a u t h o r i z e s  t h e  D e p a r tm e n t  o f  
Revenue to  l i c e n s e  a s t a t e  f e r r y  t o  o p e r a t e  gaming d e v i c e s  
i n  t h e  p a r t  o f  th e  v e s s e l  t h a t  i s  l i c e n s e d  t o  s e l l  a l c o h o l .  
The l i c e n s e  would  n o t  be  v a l i d  when th e  v e s s e l  i s  i n  a n o t h e r  
j u r i s d i c t i o n  t h a t  does  n o t  a l l o w  g am bl ing .

AS 1 9 .6 5 . 0 4 0 .  T h i s  s e c t i o n  p r o h i b i t s  u s e  o f  gaming d e ­
v i c e s  by p e r s o n s  u n d e r  t h e  age  o f  21. I t  a l s o  p r o h i b i t s  
t a m p e r in g  w i t h  gaming d e v i c e s .

AS 1 9 .6 5 . 0 5 0 .  T h is  s e c t i o n  d i r e c t s  th e  c o m m is s io n e r  o f  
t r a n s p o r t a t i o n  and p u b l i c  f a c i l i t i e s  to  d e p o s i t  f e r r y  
g am bl in g  r e c e i p t s  i n  t h e  g e n e r a l  fund where t h e y  w i l l  be 
s e p a r a t e l y  a c c o u n t e d  f o r  by t h e  c o m m iss io ne r  o f  a d m i n i s ­
t r a t i o n .  The l e g i s l a t u r e  may t h e n  a p p r o p r i a t e  t h e  money f o r  
o p e r a t i o n  o f  t h e  f e r r y  s y s te m  o r  f o r  any o t h e r  p u r p o s e .

AS 1 9 .6 5 . 0 6 0 .  T h is  s e c t i o n  p r o v i d e s  a d e f i n i t i o n  o f  
"gam ing  d e v i c e . "  I t  i n c l u d e s  a l l  d e v ic e s  t h a t  a l l o w  a 
p l a y e r  to  w in  a f r e e  game o r  t o  r e c e i v e  c r e d i t s  t h a t  can  be 
redeemed f o r  c a s h .  I t  does  n o t  i n c l u d e  d e v i c e s  t h a t  d i r e c t l y  
d i s p e n s e  c a s h .

S e c s .  2 - 4. These  s e c t i o n s  amend c r i m i n a l  law s  r e l a t i n g  t o  
i l l e g a l  g a m b l in g  to  c l a r i f y  t h a t  t h e y  do n o t  a p p l y  to  
g a m b l in g  a u t h o r i z e d  u n d e r  s e c .  1 o f  t h e  b i l l .

P l e a s e  l e t  me know i f  I can  be o f  f u r t h e r  a s s i s t a n c e .

TL: kb 
w kk l /074

S a c ' j ( X  /)
a H M s m n m





I n t r o d u c e d :  2 / 8 / 8 9
R e f e r r e d :  Community and R e g io n a l

A f f a i r s ,  S t a t e  A f f a i r s  and 
F in a n c e

6-0672E

IN THE SENATE EY FAKRENKAMP

SENATE BILL NO. 168

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL

For  an  Act e n t i t l e d :  "An Act  a u t h o r i z i n g  g a m b l in g  e n t e r p r i s e s  i n  m un ic -

i p a l i t i e s £ a n d  on s t a t e  f e r r i e s j ;  and p r o v i d i n g  f o r  an 

e f f e c t i v e  d a t e . "

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

m u n i c i p a l i t i e s  o f f e r  a s u b s t a n t i a l  c o n t r i b u t i o n  t o  t h e  w e l f a r e  and p r o s ­

p e r i t y  o f  t h e  s t a t e  and an o p p o r t u n i t y  t o  o f f s e t  d e c l i n i n g  r e v e n u e .  The 

s u c c e s s  o f  t h e  l i m i t e d  g a m b l in g  o p e r a t i o n s  a u t h o r i z e d  by t h i s  Act i s  d e p e n ­

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

t i c e s ,  and a c t i v i t i e s  r e l a t e d  t o  o p e r a t i o n  o f  l i c e n s e d  gam b l in g  e n t e r ­

p r i s e s .  S t r i c t  r e g u l a t i o n  and  c o n t r o l  w i l l  e n s u r e  t h a t  g a m b l ing  i s  c o n ­

d u c t e d  h o n e s t l y  and  f r e e  f rom c r i m i n a l  and c o r r u p t  p e r s o n s ,  p r a c t i c e s ,  and 

i n f l u e n c e s .  A l l  p r e m i s e s  where  g a m b l in g  i s  c o n d u c t e d  must  be  l i c e n s e d  by

c o n d u c t  o f  g a m b l in g ,  r e s i d e n t s  o f  e a c h  m u n i c i p a l i t y  a u t h o r i z e d  to  o p e r a t e  

o r  l i c e n s e  g a m b l in g  o p e r a t i o n s  u n d e r  t h i s  A c t  must  v o t e  to  a p p ro v e  gam bl ing  

b e f o r e  i t  can  o c c u r  i n  t h e  m u n i c i p a l i t y .

* S ec .  2 . AS 05 i s  amended by a d d in g  a new c h a p t e r  t o  r e a d :

CHAPTER 16. LEGALIZED GAMBLING.

Sec .  0 5 .1 6 . 0 1 0 .  GAMBLING PERMITTED. (a )  Gambling i s  p e r m i t t e d  

w i t h i n  t h e  l i m i t a t i o n s  o f  t h i s  s e c t i o n .

(b)  A p e r s o n  u n d e r  21 y e a r s  o f  a g e  may n o t  gamble .

(c )  Only numbers  w h e e l s  and c a r d  and d i c e  games may be o p e r a t e d  

f o r  t h e  p u r p o s e s  o f  g a m b l in g .
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(d )  A p e r s o n  l i c e n s e d  t o  o p e r a t e  .1 gam bl ing  e n t e r p r i s e  o r  an

employee  o f  a  gam b l in g  e n t e r p r i s e  nay n o t  e x t e n d  c r e d i t  t o  a p a t r o n  o f  

a  g a m bl in g  e n t e r p r i s e .

( e )  A p e r s o n  may n o t  r e c e i v e  a l i c e n s e  to  o p e r a t e  a gam bl ing

e n t e r p r i s e  o r  be  employed by a g a m b l in g  e n t e r p r i s e  i f  t h a t  p e r s o n  ha3

been c o n v i c t e d  o f  a  f e l o n y  o r  an  o f f e n s e  d e f i n e d  i n  AS 3 1 .6 6 .2 0 0  -

1 1 .6 6 .2 8 0  o r  i  c o m p a ra b le  p r o v i s i o n  o f  a m u n i c i p a l  o r d i n a n c e  o r  s t a t e  ■ 

o r  f e d e r a l  law .

( f )  Only a p e r s o n  who has s u c c e s s f u l l y  c o m p le te d  a c o u r s e  o f

s t u d y  i n  a c u r r i c u l u m  f o r  em ployees  o f  a gam bl ing  e n t e r p r i s e  a t  a 

s c h o o l  l i c e n s e d  by a s t a t e  w here  g a m b l in g  i s  l e g a l  may be  employed by ■ 

a g a m b l in g  e n t e r p r i s e .
|j

(g )  An employee  o f  a g a m b l in g  e n t e r p r i s e  may n o t  gamble w h i l e  on | 

d u t y  f o r  t h e  g a m b l ing  e n t e r p r i s e .

(h)  W i t h i n  t h e  b o u n d a r i e s  o f  a m u n i c i p a l i t y ,  g am bl ing  may be 

c o n d u c t e d  u n d e r  AS 2 9 . 3 5 . 6 0 0  - 2 9 . 3 5 . 6 9 0 .

l" ~ X i )  On a v e s s e l  o f  t h e  A la s k a  m a r in e  highway s v s te m ,  gam bl ing  

may be  c o n d u c te d  u n d e r  t h e  te r ras  o f  l i c e n s e s  i s s u e d  bv t h e  d e p a r t m e n t  ; 

u n d e r  AS 05.  16.22

( j )  Gambling in  n o t  a u t h o r i z e d  u n d e r  t h i s  s e c t i o n  i n  a r e a s  i 

o u t s i d e  t h e  b o u n d a r i e s  o f  a m u n i c i p a l i t y ^ / e x c e p t  as  p r o v i d e d  i n  ( i )  o f  ! 

t h i s  s e c t i o n ^ /

S ec .  05 .  16 .0 2 0 .  LICENSED GAMBLING ON STATE FEERIKS. (a> The j
i

d e p a r t m e n t  s h a l l  i s s u e  a l i c e n s e  co r  a g am bl ing  e n t e r p r i s e  on v e s s e l s  !
it

o f  t h e  A l a s k a  m a r in e  h ighw ay  s y s te m  i f  t h e  c o m m iss io n e r  o f  t r a n s p o r t a -  j 

t i o n  and  p u b l i c  f a c i l i t i e s  a p p l i e s  *or  a  l i c e n s e .

(b)  The p r o c e e d s  o f  a gam b l in g  e n t e r p r i s e  \ i c e n s e d  u n d e r  t h i s  . 

s e c t i o n  s h a l l  be  p a i d  i n t o  t h e  g e n e r a l  fund .  The c o m m iss io n e r  o f  ! 

a d m i n i s t r a t i o n  3 h a l l  s e p a r a t e l y  a c c o u n t  f o r  money t h a t  t h e  D ep ar tm en t



o f  T r a n s p o r t a t i o n  ana  P u b l i c  F a c i l i t i e s  d e p o s i t s  i n  t h e  g e n e r a l  fund 

u n d e r  t h i s  3 u b s e c t i o n .  The a n n u a l  e s t i m a t e d  b a l a n c e  i n  t h e  a c c o u n t  

may be u s e d  by  t h e  l e g i s l a t u r e  t o  make a p p r o p r i a t i o n s  t o  t h e  D e p a r t ­

ment o f  T r a n s p o r t a t i o n  and P u b ? i c  F a c i l i t i e s  t o  c a r r v  o u t  t h e  p u r p o s e s

o f  a d m i n i s t r a t i o n  3 h a l l  s e p a r a t e l y  a c c o u n t  f o r  money r e c e i v e d  u n d e r  

AS 2 9 . 3 5 . 6 2 0 ( a )  t h a t  t h e  d e p a r t m e n t  d e p o s i t s  i n  t h e  g e n e r a l  fu n d .  The 

a n n u a l  e s t i m a t e d  b a l a n c e  i n  t h e  a c c o u n t  may be  u s e d  bv rhe> l e g i s l a t u r e  

t o  make a p p r o p r i a t i o n s  t o  th e  d e p a r t m e n t  to  a d m i n i s t e r  t h i s  c h a p t e r  

e x c e p t  t h a t  o n e - h a l f  p e r c e n t  o f  t h e  a n n u a l  e s t i m a t e d  b a l a n c e  i n  t h e  

a c c o u n t  may b e  u s e d  by t h e  l e g i s l a t u r e  t o  make a p p r o p r i a t i o n s  f o r  t h e  

t r e a t m e n t  and  c o u n s e l i n g  o f  p e r s o n a  i d e n t i f i e d  a s  c o m p u l s iv e  g a m b l e r s .

S ec .  0 5 . 1 6 . 0 4 0 .  COOPERATION WITH MUNICIPALITIES. The d e p a r t m e n t  

s h a l l  c o o p e r a t e  w i t h  m u n i c i p a l i t i e s  i n  t h e  a d m i n i s t r a t i o n  and r e g u ­

l a t i o n  o f  g a m b l in g  w i t h i n  m u n i c i p a l i t i e s  a u t h o r i z e d  t o  l i c e n s e  o r  

o p e r a t e  g a m b l in g  e n t e r p r i s e s  u n d e r  AS 2 9 . 3 5 . 6 0 0  -  2 9 . 3 5 . 6 9 0 .

S e c .  0 5 . 1 6 . 0 5 0 .  REGULATIONS. 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  u n d e r  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  A c t  (AS 4 4 .6 2 )  c h a t  a r e  

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

(1) e x c l u s i o n  o f  a p a r s o n  c o n v i c t e d  o f  a f e l o n y ,  o r  o f  a 

s t a t e ,  m u n i c i p a l ,  o r  f e d e r a l  g a m b l in g  o f f e n s e  f r om  p a r t i c i p a t i o n  a s  an 

employee  o r  a p a t r o n  o f  a g a m b l in g  e n t e r p r i s e !

(2)  t h e  m ethod  and manner  o f  c o n d u c t i n g  g a m b l in g  a n d  t h e  

eq u ip m en t  t h a t  may be u s e d j

(3)  t h e  maximum amount o f  a wager  p e r m i t t e d  I n  games l i ­

c e n s e d  u n d e r  t h i s  c h a p t e r j

(4) p r o c e d u r e s  c o r  r e s o l u t i o n  o f  d i s p u t e s  b e tw ee n  p a t r o n s  

o f  g a m b l in g  e n t e r p r i s e s  and l i c e n s e e s !
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S e c .  0 5 . 1 6 . 0 3 0 .  PROCEEDS FROM MUNICIPALITIES. The c o m m iss io n e r



( 5 '  t h e  " o r a  anc  c o n t e n t  o f  r e p o r t s  by  m u n i c i p a l i t i e s  on 

t h e i r  a d m i n i s t r a t i o n  and  r e g u l a t i o n  o f  g a m b l i n g .

Sec .  0 5 . 1 6 . 0 6 0 .  ANNUAL REPORT. The d e p a r t m e n t  a h a I I  make a 

r e p o r t  t o  t h e  g o v e r n o r  ind t h e  ' e g i s l a t u r e  bv ' ' a r c h  1 o f  each  y e a r  on 

i t s  a d m i n i s t r a t i o n  o f  t h i s  c h a p t e r ,  t h e  r e g u l a t i o n  o f  g am b l in g  by 

m u n i c i p a l i t i e s ,  and ?.t3 re c o m m e n d a t io n s  ' o r  l e g i s l a t i o n  n e c e s s n r v  - o r  

t h e  r e g u l a t i o n  o f  g a m b l in g  i n  '■his 3 t a t e .

S ec .  0 5 . 1 6 . 9 0 0 .  DEFINITIONS, Tn t h i s  c h a p t e r

(1)  '’d e p a r t m e n t "  means th e  D e p a r tm en t  o f  R e v e n u e ;

(2> " g a m b l in g "  means t h a t  a p e r s o n  s t a k e s  o r  r i s k s  some­

t h i n g  o f  v a l u e  upon t h e  outcome o r  a game o r  a f u t u r e  c o n t i n g e n t  e v e n t

n o t  u n d e r  t h e  p e r s o n ' s  c o n t r o l  o r  i n f l u e n c e ,  upon uhe a g re em e n t  o r

u n d e r s t a n d i n g  t h a t  t h e  p e r s o n  o r  someone e l s e  w i l l  r e c e i v e  so m e th in g  

o f  v a l u e  i n  t h e  e v e n t  o f  a c e r t a i n  o u tco m e;  " g a m b l i n g ” does  n o t  i n ­

c l u d e  a c t i v i t i e s  a u t h o r i z e d  t in d e r  AS 0 5 .  15 1

(3)  " g a m b l in g  e n t e r p r i s e "  means a b u s i n e s s  l i c e n s e d  to

c o n d u c t  g a m b l in g .

S e c .  3 .  AS 1 1 .6 6 .2 8 0 ( 2 )  i s  amended t o  r e a d :

(2)  " g a m b l in g "  means t h a t  a p e r s o n  s t a k e s  o r  r i s k s  some­

t h i n g  o f  v a l u e  upon t h e  outcome o f  a  c o n t e s t  o f  c h a n c e  o r  a f u t u r e

c o n t i n g e n t  e v e n t  n o t  u n d e r  t h e  p e r s o n ' s  c o n t r o l  o r  i n f l u e n c e ,  upon an 

a g re e m e n t  o r  u n d e r s t a n d i n g  t h a t  t h a t  p e r s o n  o r  someone e l s e  w i l l  

r e c e i v e  so m e th in g  o f  v a l u e  i n  t h e  e v e n t  o f  a c e r t a i n  ou tcom e;  "gam­

b l i n g "  does n o t  i n c l u d e

(A) bona  f i d e  b u s i u e s s  t r a n s a c t i o n s  v a l i d  u n d e r  th e i

law  o f  c o n t r a c t s  f o r  t h e  p u r c h a s e  o r  s a l e  a t  a f u t u r e  d a t e  o f  

s e c u r i t i e s  o r  c o m m o d i t i e s  and  a g re e m e n t#  t o  c o m p e n sa te  f o r  l o s s  ; 

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

n i t y  o r  g u a r a n t y  and l i f e ,  h e a l t h ,  o r  a c c i d e n t  i n s u r a n c e ;  o r
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( i )  c o n f e r s  o n ly  a n  im m ed ia te  r i g h t  o f  r e p l a y  n o t  

e x c h a n g e a b l e  i.'or .something o f  v a l u e  o t h e r  t h a n  t h e  p r i v i l e g e  

o f  i m m e d ia te  r e p l a y :  and

( i i )  does  n o t  c o n t a i n  a method o r  d e v i c e  by which 

t h e  p r i v i l e g e  o f  im m e d ia te  r e p l a y  may be  c a n c e l l e d  o r  r e ­

vo k ed  :

( C) an  a c t i v i t y  a u t h o r i s e d  by t h e  c o m m iss io n e r  o f

r e v e n u e  u n d e r  AS ^ 5 .1 5  o r  AS 05. 16: o r

(ft) an a c t i v i t y  l i c e n s e d  u n d e r  AS 1 9 . 3 5 . POO -  2 9 . 3 5 . -

6 9 0 1

Sec .  4 .  AS 1 1 . 6 6 . ISO(A) i s  amended to  r e a d :

(4> " g a m b l in g  e n t e r p r i s e ” means a g a m b l ing  b u s i n e s s  t h a t

(A) I n c l u d e s  f i v e  o r  more p e r s o n s  who c o n d u c t ,  f i ­

n a n c e ,  manage,  s u p e r v i s e ,  d i r e c t ,  o r  own a l l  n r  p a r t  o f  th e  

b u s i n e s s \
(B) h a s  b e en  o r  r e m a in s  i n  s u b s t a n t i a l l y  c o n t i n u o u s

o p e r a t i o n  f o r  a p e r i o d  i n  e x c e s s  o f  30 days  o r  h a s  a g r o s s  income 

o f  *52,000 o r  more i n  any s i n g l e  d a y ;  (AUDI

(C) i s  «' 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

u n d e r  AS 0 5 . 1 5 . 2 1 0  2c e p t  t h a t ,  f o r  p u r p o s e s  o f  t h i s  p a r a g r a p h ,

no a p p l i c a t i o n  r o r  a l i c e n s e  u n d e r  AS 05. 15 i s  r e q u i r e d  t o  be

c o n s i d e r e d  a q u a l i f i e d  o r g a n i z a t i o n ;  and

(D) i s  n o t  l i c e n s e d  u n d e r  AS 0 5 .1 6  o r  AS 2 9 .3 5 .6 0 0  -

2 9 . 3 5 . 6 9 0 ;

*ec. 5. AS 2 9 . 1 0 . 2 0 0  i s  amended by a d d i n g  a new p a r a g r a p h  t o  r e a d :

(51)  AS 2 9 . 3 5 . 6 0 0  -  2 9 .3 5 .6 9 0  ( g a m b l i n g ) .

* S ec .  6 .  AS 1 9 .3 5  i s  amended by a d d in g  new s e c t i o n s  to  r e a d :

ARTICLE 9. GAMBLING WITHIN MUNICIPALITIES.

- 5 -

(3) playing an amusement device that



Sec .  2 9 . 3 5 . 6 0 0 .  AUTHORIZATION. S u b j e c t  t o  AS 0 5 . 1 6 . 0 1 0 ,  a 

m u n i c i p a l i t y  may o p e r a t e  o r  l i c e n s e  * p e r s o n  Ln t h e  m u n i c i p a l i t y  t o  

o p e r a t e  a g a m b l in g  e n t e r p r i s e  i r

(1 )  t h e  m u n i c i p a l i t y  a d o p t s  cn. o r d i n a n c e  p e r m i t t i n g  gam­

b l i n g  e n t e r p r i s e s  i a  t h e  m u n i c i p a l i t y  and  t h e  o r d i n a n c e  \ s  r a t i f i e d  by
l

a  m a j o r i t y  o f  t h e  v o t e r s  o f  t h e  m u n i c i p a l i t y ;  t h e  g o v e r n i n g  body o f  ,
I

t h e  m u n i c i p a l i t y  aay r e q u i r e  t h a t  v o t e r  a p p r o v a l  o f  an o r d i n a n c e  i 

p ro p o se d  u n d e r  t h i s  p a r a g r a p h  be by more c h an  a  m a j o r i t y  o f  th e  v o t e r s  

o f  t h e  m u n i c i p a l i t y ;

( 7 )  t h e  economy o f  th e  m u n i c i p a l i t y  d e p en d s  s u b s t a n t i a l l y

on t o u r i a m ;

(3 )  t h e  m u n i c i p a l i t y  has  a s u b s t a n t i a l  h i s t o r y  o f  gam bl ing  

d u r i n g  t h e  g o l d  r u s h  e r a  o f  1390 t o  1910; a n d

(A) t h e  g a m b l in g  e n t e r p r i s e  e n h a n c e s  t h e  h i s t o r i c  c h a r a c t e r  

o f  th e  m u n i c i p a l i t y .
j

S e c .  3 9 . 3 5 . 6 1 0 .  REGULATION OF GAMBLING. (a )  The m u n i c i o a l i
i

o r d i n a n c e  p r o v i d i n g  f o r  l i c e n s i n g  and r e g u l a t i o n  o f  g a m b l in g  e n t e r -  j

p r i s e s  w i t h i n  a m u n i c i p a l i t y  a u t h o r i z e d  t o  l i c e n s e  o r  o p e r a t e  gam b l in g

e n t e r p r i s e s  u n d e r  AS 2 9 . 3 5 . 6 0 0  s h a l l
j

( 1>  e s t a b l i s h  a comm ission  r e s p o n s i b l e  f o r  m u n i c i p a l  l i ­

c e n s i n g  and r e g u l a t i o n  o f  g a m b l in g  e n t e r p r i s e s  c o n s i s t i n g  o f  a t  l e a s t  

seven  members i n c l u d i n g

a member o f  t h e  g o v e r n i n g  body ;

( ? , )  a p e r s o n  e x p e r i e n c e d  i n  law  e n f o r c e m e n t ;

(C> a p e r s o n  t r a i n e d  i n  a c c o u n t i n g  o r  b o o k k e e p in g ;

(D) a p e r s o n  a c t i v e  i n  t h e  t o u r i s m  i n d u s t r y ;

(E) a h i s t o r i a n  o r  o t h e r  p e r s o n  f a m i l i a r  w i t h  t h e  

h i s t o r y  o f  t h e  m u n i c i p a l i t y ;  and

(F) two p u b l i c  members;

- 5 -



( ? )  e s t a b l i s h  q u a l i f i c a t i o n s  f o r  p e r s o n s  -m p loyed  by t h e

commission ;

(31 p r o v i d e  f o r  i s s u a n c e ,  r e n e w a l ,  s u s p e n s i o n ,  and  r e v o c a ­

t i o n  o f  l i c e n s e s  o r  g a m b l in g  e n t e r p r i s e s  and po r  t h e  im m ed ia te  s u s ­

p e n s i o n  o r  r e v o c a t i o n  o f  a l i c e n s e  f o r  a v i o l a t i o n  j f  AS 0 5 .1 6 . 0 1 0 ,  

AS 2 9 .3 5 .5 0 0  - 2 9 . 3 5 . 6 9 0 ,  o r  a m u n i c i p a l  g a m b l in g  o r d i n a n c e ;

( U )  e s t a b l i s h

(A) d a t e s  and  h o u r s  o f  o p e r a t i o n  f o r  g a m b l in g  e n t e r ­

p r i s e s  ;

(R) l o c a t i o n s  i n  t h e  m u n i c i p a l i t y  w here  gambling  

e n t e r p r i s e s  may be  l o c a t e d ;

(C ' t h e  games p e r m i t t e d ;

(D) t h e  number o f  gaming t a b l e s  p e r m i t t e d  on th e  

premiser-  o f  j . g a m b l in g  e n t e r p r i s e ;

(E) t h e  maximum amount o f  w a g e r s  p e r m i t t e d  i n  games;

(F l  a  s c h e d u l e  o f  f e e s  f o r  l i c e n s e s ;

(G) a l l o w a b l e  r a t e s  o f  r e t u r n  on i n v e s t m e n t  f o r  gam­

b l i n g  e n t e r p r i s e s ;

(U) a u d i t i n g  p r o c e d u r e s  f o r  g a m b l in g  e n t e r p r i s e s ;

(5 )  p r o v i d e  f o r  t h e  d i s t r i b u t i o n  o f  g a m b l in g  p ro c e e d s

i n c l u d i n g  t h e  amounts  o r  p r o p o r t i o n s  a l l o c a t e d  t o  t h e  g a m b l in g  e n t e r ­

p r i s e  and t o  w i n n e r s ;

( 6 )  r e q u i r e  d i s c l o s u r e  o f  t h e  i d e n t i t y  o f  p e r s o n s  h a v in g  a

f i n a n c i a l  i n t e r e s t  i n  a g a m b l in g  e n t e r p r i s e  and t h e  n a t u r e  o f  th e

i n t e r e s t ;

( 7 )  r e q u i r e  d e t a i l e d  f i n a n c i a l  r e c o r d s  o f  g a m b l in g  e n t e r ­

p r i s e s .

(b)  The m u n i c i p a l i t y  may o p e r a t e  o r  l i c e n s e  a p e r s o n  i n  th e

m u n i c i p a l i t y  t o  o p e r a t e  o n l y  numbers w h e e l s  a n d  c a r d  and d i c e  games



f o r  t h e  p u r p o s e s  o f  g a m b l in g .

( c )  The m u n i c i p a l i t y  a.iy i 3 t i b l i 3 h  by o r d i n a n c e  w h e th e r  a l c o ­

h o l i c  b e v e r a g e s  may be s o i d  on th e  p r e m i s e s  o f  a g a m b l in g  e n t e r p r i s e .

(d)  A member o f  a com m iss ion  r e s p o n s i b l e  '■'or m u n i c i p a l  l i c e n s i n g  

and  r e g u l a t i o n  o f  g a m b l in g  e n t e r p r i s e s  and  e m p lo y ees  o f  t h e  com m iss ion  

may n o t  p a r t i c i p a t e  i n  o r  h a v e  a , ' i n a n c i a l  i n t e r e s t  i n  a g am bl ing  

e n t e r p r i s e .

(e> The m u n i c i p a l i t y  s h a l l  make a r e p o r t  t o  t h e  d e p a r t m e n t  o f  

Revenue by F e b r u a r y  1 o f  e a c h  y e a r  on I t s  a d m i n i s t r a t i o n  and r e g u l a ­

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

t h e  d e p a r t m e n t .

S e c .  1 9 . 3 5 . 6 2 0 .  PROCEEDS. ( a )  A m u n i c i p a l i t y  that;  o p e r a t e s  o r  

l i c e n s e s  a p e r s o n  t o  o p e r a t e  a g am bl ing  e n t e r p r i s e  u n d e r  AS 2 9 .3 5 .6 0 0  

s h a l l  c o l l e c t  t h r e e  and o n e - h a l f  p e r c e n t  o f  t h e  g r o s s  p r o c e e d s  from 

t h e  g a m b l in g  e n t e r p r i s e  and  pay  t h a t  amount t o  t h e  D ep a r tm en t  

Revenue f o r  d e p o s i t  i n  t h e  g e n e r a l  fu n d .

(b l  I f  t h e  m u n i c i p a l i t y  o p e r a t e s  a g a m b l in g  e n t e r p r i s e ,  th e  

m u n i c i p a l i t y  s h a l l  r e c e i v e  a l l  o f  t h e  p r o c e e d s  f rom  th e  g a m b l ing  

e n t e r p r i s e ,  e x c e p t  th e  .-'mount p a i d  r o  t h e  D e p a r tm e n t  o f  Revenue u n d e r

(a )  o f  t h i s  s e c t i o n .

( c )  I f  t h e  m u n i c i p a l i t y  l i c e n s e s  a p e r s o n  I n  t h e  m u n i c i p a l i t y  ro 

o p e r a t e  a g a m b l in g  e n t e r p r i s e ,  t h e  m u n i c i p a l i t y  and t h e  l i c e n s e e  may 

d i v i d e  t h e  p r o c e e d s  from t h e  g a m b l in g  e n t e r p r i s e  u n d e r  t h e  t e rm s  o f  

t h e  l i c e n s e  a f t e r  s u b t r a c t i n g  t h e  amount p a i d  t o  t h e  D e p a r tm e n t  o f  

Revenue u n d e r  ( a )  o f  t h i s  s e c t i o n .

Sec .  2 9 . 3 5 . 6 3 0 .  REVENUE DERIVED FROM GAMBLING ENTERPRISES. The 

fees, p r o c e e d s ,  and  o t h e r  r e v e n u e  t h a t  a m u n i c i p a l i t y  r e c e i v e s  crora 

g am b l in g  e n t e r p r i s e s  may be  u s e d  f o r  p u b l i c  p u r p o s e s  aa t h e  m un ic ­

i p a l i t y  may d e t e r m i n e  by o r d i n a n c e .

- 8 -



S e c .  2 9 . 3 5 . 6 4 0 .  APPLICATION. AS 2 9 . 3 5 . 6 0 0  -  2 9 .3 5 . 6 9 0  a p p ly  t 

home r u l e  and  g e n e r a l  law m u n i c i p a l i t i e s .

S e c .  2 9 . 3 5 . 6 9 0 .  DEFINITION. I n  AS 2 9 .3 5 . 6 0 0  - 2 9 .3 5 . 6 9 0  "gam

b l i n g "  and  " g a m b l in g  e n t e r p r i s e "  h a v e  t h e  m ean ings  g i v e n  i n  AS 0 5 .1 6 .  

900.

* Sec .  7. T h ia  Act  t a k e s  e f f e c t  i m m e d ia t e l y  u n d e r  AS 9 1 . 1 0 . 3 7 0 ( c ) .
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SB 168 
February 17, 1989 

Prepared by: Steven E. Kette l

This le g is la t io n  would impact the Department of Revenue by:

1. Section 2
A) which requires the Department to issue a l icense  to and regulate 

gambling on vesse ls  on the Alaska Marine Highway System, upon app licat ion  
by the Commissioner of DOTPF.

B) which provides the Department w i l l  regulate legalized  gambling 
a c t i v i t i e s  in communities which have allowed, by ordinance, for those 
a c t i v i t i e s  to be conducted and who have estab lished a commission 
responsible fo r  l icens in g  and regulating  gambling in the community.

2. Section 6

A) which requires the Department to c o l le c t  a 3 1/2% fee applied 
against gambling gross proceeds. The fee is  co llected  from the 
m unic ipa lity  and deposited in the general fund.

A n a l y s i s

F isca l Impact

The Department has no basis on which to estimate revenues or expenses for 
th is  le g is la t io n .  Legalized gambling of the type allowed in th is  b i l l  is  
not permitted by present law. I t  cannot be assumed that any community 
w i l l  pass an ordinance to allow gambling.

Recommendation

1) The regu lation  of lega lized  gambling should not be placed w ith in the 
Department of Revenue. I t  would detract management attention away from 
i t s  highest p r io r i t y  - the adm inistration o f tax enforcement and 
investment programs.

2) There would be unnecessary dup licat ion  of e f fo r t  and expense in 
having DOR l icen se  and regulate DOTPF f e r r ie s  conducting gambling 
a c t i v i t i e s .  Perhaps DOTPF could bette r ca rry  out th is  function .

3) The Department o f Revenue has no agency position on the merits of 
th is  proposal i t s e l f .
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SB 168 
February 17, 1989 

Prepared by: Steven E. Kette l

Analysi s

This le g is la t io n  would impact the Department of Revenue by:

1. Section 2
A) which requires the Department to issue a license to and regulate 

gambling on vesse ls  on the Alaska Marine Highway System, upon app licat ion  
by the Commissioner of DOTPF.

B) which provides the Department w i l l  regulate legalized gambling 
a c t i v i t i e s  in communities which have allowed, by ordinance, fo r  those 
a c t i v i t i e s  to be conducted and who have established a commission 
responsible fo r  l icens ing  and regu lating  gambling in the community.

c. Section 6

A) which requires the Department to c o l le c t  a 3 1/27. fee applied 
against gambling gross proceeds. The fee is  collected from the 
m unic ipa lity  and deposited in the general fund.

F isca l  Impact

The Department has no basis on which to estimate revenues or expenses for 
th is  le g is la t io n .  Legalized gambling o f the type allowed in th is  b i l l  is  
not permitted by present law. I t  cannot be assumed that any community 
w i l l  pass an ordinance to allow gambling.

Recommendation

1) The regulation of lega lized  gambling should not be placed w ith in the 
Department of Revenue. I t  would d etract  management attention away from 
i t s  highest p r io r i t y  - the adm inistration of tax enforcement and 
investment programs.

2) There would be unnecessary dup lication  o f e f fo r t  and expense in 
having DOR license and regulate DOTPF fe r r ie s  conducting gambling 
a c t i v i t i e s .  Perhaps Dh tpf  could bette r ca rry  out th is  function .

3) The Department of Revenue has no agency position on the merits of 
th is  proposal i t s e l f .
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MEMORANDUM

TO: S e n a t o r  A1 Adams, C ha irm an
S e n a t e  Community & R e g i o n a l  A f f a i r s  Com m it tee

DATE: F e b r u a r y  21, 1988

RE: SB 168 An A c t  a u t h o r i z i n g  g a m b l in g  e n t e r p r i s e s  i n
m u n i c i p a l i t i e s  and f e r r i e s ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e .

INTRODUCTION

C a s in o  s t y l e  g a m b l in g  on a l i m i t e d ,  h i s t o r i c a l  b a s i s  would  be  
a l l o w e d  u n d e r  SB 168.  M u n i c i p a l i t i e s  w i t h  a h i s t o r y  o f  gaming 
d u r i n g  t h e  g o l d  r u s h  e r a ,  s u c h  a s  F a i r b a n k s ,  Nome, and Skagway, 
would b e  e l i g i b l e  i f  t h e i r  e c o n o m ie s  d e p en d  s u b s t a n t i a l l y  on 
t o u r i s m .  Loco l  r e s i d e n t s  would  h a v e  t o  v o t e  t o  a p p r o v e  any gaming 
e n t e r p r i s e s .  M u n i c i p a l i t i e s  c o u l d  r e q u i r e  more t h a n  a s i m p l e  
m a j o r i t y  v o t e .  The b i l l  a l s o  would  a l l o w  g a m b l in g  on s t a t e  
f e r r i e s .

Gaming e n t e r p r i s e s  c a n  make a c o n t r i b u t i o n  t o  t h e  p r o s p e r i t y  o f  
t h e  s t a t e  and m u n i c i p a l i t i e s  i n  a t im e  o f  d e c l i n i n g  and u n c e r t a i n  
s t a t e  r e v e n u e .  L i m i t e d ,  h i s t o r i c  gaming would  e n h a n c e  A la s k a  a s  
a t o u r i s t  d e s t i n a t i o n  and  c r e a t e  j o b s .  We a l r e a d y  a l l o w  gaming 
su ch  a s  b in g o ,  Monte C a r l o  n i g h t s ,  and  p o o l  c l a s s i c s .

Gaming u n d e r  SB 168 i s  l i m i t e d  i n  t h e  f o l l o w i n g  ways:

* A m u n i c i p a l i t y  m u s t  a d o p t  an o r d i n a n c e  r e g u l a t i n g  gaming 
and  have  i t  r a t i f i e d  by a m a j o r i t y  o f  v o t e r s  w i t h i n  i t s  
b o u n d a ry .  The m u n i c i p a l i t y  may r e q u i r e  more t h a n  a s i m p l e  
m a j o r i t y .

* The m u n i c i p a l i t y  m u s t  h a v e  an economy s u b s t a n t i a l l y  
d e p e n d e n t  on t o u r i s m .

* Only c a r d s ,  d i c e ,  and  number w h e e l s  would  be a l l o w e d ,  t h e  
k i n d s  o f  games p l a y e d  a t  t h e  t u r n  o f  t h e  c e n t u r y  i n  A l a s k a .
No s l o t  m a c h in e s  would  be  a l l o w e d  by t h i s  m e a s u r e .

* A gaming e n t e r p r i s e  w i t h i n  a m u n i c i p a l i t y  m us t  e n hance  
t h e  h i s t o r i c  c h a r a c t e r  o f  t h e  m u n i c i p a l i t y .  No g l i t z  and 
g l i t t e r ,  no chrome and  g l a s s .



* Gaining e n t e r p r i s e s  may n o t  e x t e n d  c r e d i t  t o  t h e i r  p a t r o n s .  
L a r g e  c a s h  o r  c r e d i t  t r a n s a c t i o n s  p r o v i d e  an 
o p p o r t u n i t y  f o r  l o a n  s h a r k s  and  q u i c k  buck  a r t i s t s .

M u n i c i p a l i t i e s  may d e c i d e  t o  r u n  gaming o p e r a t i o n s  t h e m s e l v e s ,  
o r  l i c e n s e  t h e  o p e r a t i o n ,  and  m u s t  p a y  t h r e e  and  one  h a l f  p e r c e n t  
o f  g r o s s  r e v e n u e s  t o  t h e  D e p a r tm e n t  o f  R evenue .  P a r t i c i p a t i n g  
m u n i c i p a l i t i e s  m us t  form a c o m m iss io n  t o  r e g u l a t e  gam ing .

Gaming on f e r r i e s  would a l s o  be  a l l o w e d  and r e v e n u e  would  be  
d e p o s i t e d  i n  t h e  g e n e r a l  f u n d .

Gaming e n t e r p r i s e s  c an  be  c o n d u c t e d  h o n e s t l y ,  f r e e  f rom c r i m i n a l  
and  c o r r u p t  p e r s o n s  and  p r a c t i c e s .  I  d o n / t  b e l i e v e  l i m i t e d ,  
h i s t o r i c a l  gaming w i l l  r e s u l t  i n  t h e  h i g h  r o l l e r  s t y l e  gaming 
fo u n d  i n  Las Vegas and A t l a n t i c  C i t y ,  b u t  r a t h e r  t h e  t y p e  fo u n d  i n  
Dawson C i t y .

I n  r e c o g n i t i o n  t h a t  a s m a l l  p e r c e n t a g e  of.  g a m b l e r s  c a n  become 
c o m p u l s i v e ,  one  h a l f  o f  one  p e r c e n t  o f  s t a t e  income f rom gaming 
may b e  a p p r o p r i a t e d  by  t h e  l e g i s l a t u r e  f o r  t r e a t m e n t  and  
c o u n s e l i n g .
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M E M O R A N D U M

S U B J E C T :  S e c t i o n - b y - S e c t f o n  S u m m a r y  of SB 168

TO: S e n a t e  C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e

F R O M :  S e n a t o r  B e t t j ^ ^ l j a h r e n k a m p

D A T E :  F e b r u a r y  21 , 19 8 9

T h i s  m e m o r a n d u m  is a s e c t i o n - b y - s e c t i o n  s u m m a r y  of SB 168, 

An A c t  a u t h o r i z i n g  g a m b l i n g  e n t e r p r i s e s  in m u n i c i p a l i t i e s  
a n d  on s t a t e  f e r r i e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

S e c t i o n  1 of the b i l l  s t a t e s  the p o l i c y  w h i c h  the 
L e g i s l a t u r e  s e e k s  to i m p l e m e n t  b y  e n a c t i n g  t h i s  b i l l .

S e c t i o n  2 of the b i l l  a m e n d s  AS 05 by a d d i n g  a n e w  c h a p t e r .

C H A P T E R  16. L E G A L I Z E D  G A M B L I N G .

Sec. 0 5 . 1 6 . 0 1 0  G A M B L I N G  P E R M I T T E D  e s t a b l i s h e s  the 
c o n d i t i o n s  u n d e r  w h i c h  g a m b l i n g  is p e r m i t t e d .

A p e r s o n  u n d e r  21 y e a r s  of a g e  m a y  n o t  g a m b l e .  O n l y  
c a r d  a n d  d i c e  g a m e s  a n d  n u m b e r s  w h e e l s  a r e  p e r m i t t e d .  A 
p e r s o n  w h o  o p e r a t e s  a g a m b l i n g  e n t e r p r i s e ,  or an e m p l o y e e  of 

a g a m b l i n g  e n t e r p r i s e  m a y  n o t  e x t e n d  c r e d i t  to a p a t r o n  of a 
g a m b l i n g  e n t e r p r i s e .  A p e r s o n  m a y  n o t  r e c e i v e  a p e r m i t  to 
o p e r a t e  a g a m b l i n g  e n t e r p r i s e  or be e m p l o y e d  by a g a m b l i n g  
e n t e r p r i s e  if the p e r s o n  h a s  b e e n  c o n v i c t e d  of a s t a t e  or 
f e d e r a l  f e l o n y  or g a m b l i n g  o f f e n s e .  O n l y  a p e r s o n  w h o  h a s  
c o m p l e t e d  c l a s s e s  on g a m b  l i n g  at a s c h o o l  in a s t a t e  w h e r e  

g a m b l i n g  is l e g a l  m a y  be e m p l o y e d  by a g a m b l i n g  e n t e r p r i s e .  
A n  e m p l o y e e  of a g a m b l i n g  e n t e r p r i s e  m a y  n o t  g a m b l e  w h i l e  on 
d u t y  f o r  the g a m b l i n g  e n t e r p r i s e .

G a m b l i n g  is a l l o w e d  w i t h i n  m u n i c i p a l i t i e s ,  w i t h  the 
m u n i c i p a l  g o v e r n m e n t  r e g u l a t i n g  g a m b l i n g  e n t e r p r i s e s .  No 
g a m b l i n g  is a l l o w e d  o u t s i d e  of m u n i c i p a l i t i e s ,  e x c e p t  the 
D e p a r t m e n t  of R e v e n u e  m a y  l i c e n s e  g a m b l i n g  e n t e r p r i s e s  on 
s t a t e  f e r r i e s .



Sec. 0 5 . 1 6 . 0 2 0  L I C E N S E D  G A M B L I N G  ON S T A T E  F E R R I E S  

r e q u i r e s  the D e p a r t m e n t  of R e v e n u e  to i s s u e  a l i c e n s e  for a 
g a m b l i n g  e n t e r p r i s e  on s t a t e  f e r r y  v e s s e l s ,  if the 
c o m m i s s i o n e r  of t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s  

r e q u e s t s  a l i c e n s e .  T h e  p r o c e e d s  of a g a m b l i n g  e n t e r p r i s e  
on a s t a t e  f e r r y  m a y  be u s e d  to f u n d  the o p e r a t i o n s  of the 
A l a s k a  M a r i n e  H i g h w a y  S y s t e m .

Sec. 0 5 . 1 6 . 0 3 0  P R O C E E D S  F R O M  M U N I C I P A L I T I E S  p r o v i d e s  
for the d i s t r i b u t i o n  of the n e t  p r o c e e d s  of a g a m b l i n g  
e n t e r p r i s e .  H a l f  of the n e t  p r o c e e d s  of a g a m b l i n g  
e n t e r p r i s e  s h a l l  be p a i d  to the D e p a r t m e n t  of R e v e n u e .
M o n e y  r e c e i v e d  by the d e p a r t m e n t  s h a l l  be p l a c e d  i n t o  the 

g e n e r a l  fun d .  T h i s  m o n e y  m a y  be a p p r o p r i a t e d  to the 
d e p a r t m e n t  f o r  i m p l e m e n t a t i o n  of t h i s  c h a p t e r ,  e x c e p t  th a t  
o n e - h a l f  p e r c e n t  m a y  b e  u s e d  f o r  t r e a t m e n t  a n d  c o u n s e l i n g  of 
c o m p u l s i v e  g a m b l e r s .

Sec. 0 5 . 1 6 . 0 4 0  C O O P E R A T I O N  W I T H  M U N I C I P A L I T I E S  r e q u i r e s  
the D e p a r t m e n t  of R e v e n u e  to c o o p e r a t e  w i t h  m u n i c i p a l i t i e s  
in the r e g u l a t i o n  and a d m i n i s t r a t i o n  of g a m b l i n g  w i t h i n  
m u n i c i p a l i t i e s .

Sec. 0 5 . 1 6 . 0 5 0  R E G U L A T I O N S  p r o v i d e s  t h a t  the D e p a r t m e n t  
of R e v e n u e  m a y  a d o p t  r e g u l a t i o n s  n e c e s s a r y  to i m p l e m e n t  
AS 0 5 . 1 6 .  A m o n g  the r e g u l a t i o n s  w h i c h  the d e p a r t m e n t  m a y  
a d o p t  a r e  r e g u l a t i o n s  r e l a t i n g  to i s s u a n c e  r e n e w a l ,  

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

e n t e r p r i s e ,  c o n d u c t  of g a m b l i n g ,  a c c o u n t i n g  p r o c e d u r e s ,  
l i c e n s e  f e e s ,  a m o u n t s  of w a g e r s ,  d i s c l o s u r e s  of f i n a n c i a l  
i n t e r e s t s  in g a m b l i n g  e n t e r p r i s e s ,  r a t e s  of r e t u r n ,  d i s p u t e  
r e s o l u t i o n  p r o c e d u r e s ,  b o n d s ,  a n d  r e p o r t s  b y  m u n i c i p a l i t i e s .

Sec. 0 5 . 1 6 . 0 6 0  A N N U A L  R E P O R T  r e q u i r e s  the D e p a r t m e n t  of 
R e v e n u e  to m a k e  a r e p o r t  to the G o v e r n o r  a n d  the L e g i s l a t u r e  
by M a r c h  1 of e a c h  year.

Sec. 0 5 . 1 6 . 9 0 0  D E F I N I T I O N S  d e f i n e s  " d e p a r t m e n t " ,  
" g a m b l i n g " ,  a n d  " g a m b l i n g  e n t e r p r i s e " .

S e c t i o n  3 of the b i l l  a m e n d s  the d e f i n i t i o n  of g a m b l i n g  in 

the c r i m i n a l  c o d e  so t h a t  it d o e s  n o t  i n c l u d e  g a m b l i n g  c o n ­
d u c t e d  u n d e r  a l i c e n s e  i s s u e d  to a g a m b l i n g  e n t e r p r i s e  by 
a m u n i c i p a l i t y .

S e c t i o n  4 of the b i l l  a m e n d s  the d e f i n i t i o n  of g a m b l i n g  
e n t e r p r i s e  in the c r i m i n a l  c o d e  so t h a t  it d o e s  not i n c l u d e  

a g a m b l i n g  e n t e r p r i s e  l i c e n s e d  by a m u n i c i p a l i t y .



S e c t i o n  5 of the b i l l  a d d s  r e g u l a t i o n  of g a m b l i n g  to the 
l i s t  of l i m i t a t i o n s  on p o w e r s  of h o m e  r u l e  m u n i c i p a l i t i e s  
u n d e r  AS 2 9 . 1 0 . 2 0 0 .

S e c t i o n  6 of the b i l l  a m e n d s  AS 2 9 . 3 5  b y  a d d i n g  n e w  s e c t i o n s  
r e l a t e d  to the r e g u l a t i o n  of g a m b l i n g  e n t e r p r i s e s  w i t h i n  
m u n i c i p a l i t i e s .

Sec. 2 9 . 3 5 . 6 0 0  A U T H O R I Z A T I O N  a u t h o r i z e s  a m u n i c i p a l i t y  
to o p e r a t e  or l i c e n s e  a p e r s o n  to o p e r a t e  a g a m b l i n g  
e n t e r p r i s e  w i t h i n  t h e  m u n i c i p a l i t y  if the m u n i c i p a l i t y  

a d o p t s  an o r d i n a n c e  r e g u l a t i n g  g a m b l i n g  e n t e r p r i s e s ,  a n d  the 
o r d i n a n c e  is r a t i f i e d  by a m a j o r i t y  of the v o t e r s  of the 

m u n i c i p a l i t y  or by m o r e  t h a n  a m a j o r i t y  of the v o t e r s ,  and 
if the e c o n o m y  of the m u n i c i p a l i t y  d e p e n d s  s u b s t a n t i a l l y  on 
t o u r i s m ,  the m u n i c i p a l i t y  h a s  a h i s t o r y  of g a m b l i n g ,  a n d  the 
g a m b l i n g  e n t e r p r i s e  e n h a n c e s  the h i s t o r i c  c h a r a c t e r  of the 
m u n i c i p a l i t y ,

Sec. 2 9 . 3 5 . 6 1 0  R E G U L A T I O N  O F  G A M B L I N G  e s t a b l i s h e s  the 
r e q u i r e m e n t s  for a m u n i c i p a l i t y  t h a t  r e g u l a t e s  g a m b l i n g .

T h e  m u n i c i p a l i t y  m u s t  a d o p t  an o r d i n a n c e  r e g u l a t i n g  
g a m b l i n g .  T h e  o r d i n a n c e  m u s t  e s t a b l i s h  a c o m m i s s i o n  
r e s p o n s i b l e  f o r  l i c e n s i n g  a n d  r e g u l a t i n g  g a m b l i n g  
e n t e r p r i s e s ,  e s t a b l i s h  q u a l i f i c a t i o n s  f o r  m e m b e r s  of the 
c o m m i s s i o n ,  p r o v i d e  f o r  i s s u a n c e ,  r e n e w a l ,  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 i c e n s e s  f o r  g a m b l i n g  e n t e r p r i s e s ,  e s t a b l i s h  
the t e r m s  a n d  c o n d i t i o n s  u n d e r  w h i c h  g a m b l i n g  is p e r m i t t e d ,  
p r o v i d e  f o r  d i s t r i b u t i o n  o f  the p r o c e e d s  of a g a m b l i n g  
e n t e r p r i s e ,  r e q u i r e  d i s c l o s u r e  of p e r s o n s  h a v i n g  a f i n a n c i a l  
i n t e r e s t  in a g a m b l i n g  e n t e r p r i s e ,  a n d  r e q u i r e  d e t a i l e d  

r e c o r d s .

G a m b l i n g  w i t h i n  a m u n i c i p a l i t y  is l i m i t e d  to c a r d  a n d  d i c e  
g a m e s  and n u m b e r s  w h e e l s .  T h e  m u n i c i p a l i t y  m a y  r e g u l a t e  the 
a v a i l a b i l i t y  of a l c o h o l i c  b e v e r a g e s  at a g a m b l i n g  

e n t e r p r i s e .  M e m b e r s  a n d  e m p l o y e e s  of t h e  m u n i c i p a l  g a m b l i n g  
c o m m i s s i o n  m a y  not p a r t i c i p a t e  in or h a v e  a f i n a n c i a l  
i n t e r e s t  in a g a m b l i n g  e n t e r p r i s e .

A m u n i c i p a l i t y  that r e g u l a t e s  g a m b  l i n g  m u s t  s u b m i t  a r e p o r t  
e a c h  y e a r  to the D e p a r t m e n t  of R e v e n u e .



Sec. 2 9 . 3 5 . 6 2 0  P R O C E E D S  p r o v i d e s  for the d i s t r i b u t i o n  
of p r o c e e d s  of g a m b l i n g  e n t e r p r i s e  l i c e n s e d  by a 

m u n i c i p a l i t y .  T h r e e  a n d  o n e - h a l f  p e r c e n t  of the g r o s s  
p r o c e e d s  of a g a m b l i n g  e n t e r p r i s e  s h a l l  be p a i d  to the 
D e p a r t m e n t  of R e v e n u e  f o r  d e p o s i t  i n t o  the g e n e r a l  fund.

T h e  m u n i c i p a l i t y  s h a l l  r e c e i v e  a l l  of the p r o c e e d s  of a 
m u n i c i p a l l y  o p e r a t e d  g a m b l i n g  e n t e r p r i s e  le s s  the 3% p e r c e n t  
p a i d  to the D e p a r t m e n t  of R e v e n u e .  T h e  m u n i c i p a l i t y  s h a l l  

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

s o m e o n e  o t h e r  th a n  the m u n i c i p a l i t y ,  t h a t  the m u n i c i p a l i t y  
a n d  the l i c e n s e e  m a y  a g r e e  u p o n ,  p r o v i d e d  t h a t  3h p e r c e n t  of 
the g r o s s  r e c e i p t s  is p a i d  to the D e p a r t m e n t  of R e v e n u e .

Sec. 2 9 . 3 5 . 6 3 0  R E V E N U E  D E R I V E D  F R O M  G A M B L I N G  
E N T E R P R I S E S  p r o v i d e s  t h a t  a m u n i c i p a l i t y  m a y  d e d i c a t e  the 
r e v e n u e  d e r i v e d  f r o m  a g a m b l i n g  e n t e r p r i s e  to a p u b l i c  
p u r p o s e .

Sec. 2 9 . 3 5 . 6 4 U  A P P L I C A T I O N  p r o v i d e s  that AS 2 9 . 3 5 . 6 0 0  - 
2 9 . 3 5 . 6 9 0  a p p l y  to h o m e  r u l e  a n d  g e n e r a l  l a w  m u n i c i p a l i t i e s .

Sec. 2 9 . 3 5 . 6 9 0  D E F I N T I O N  d e f i n e s  the t e r m s  " g a m b l i n g "  
a n d  " g a m b l i n g  e n t e r p r i s e " .

S e c t i o n  7 of the b i l l  p r o v i d e s  t h a t  the b i l l  t a k e s  e f f e c t  
i m m e d i a t e l y .



Offered: 1/9/89
IN THE SENATE Labor & Commerce and 

Finance

IN THE HOUSE Labor & Commerce and 
Finance

EXECUTIVE ORDER NO. 74 

Under che authority of art. Ill, sec. 23, of the Alaska Constitution, 

and in accordance with AS 24.08.210, I order the following:

* Section 1. FINDINGS. As governor, I find that it would be in the 

best interests of efficient administration to transfer the function of 

regulating games of chance and contests of skill from the Department of

Revenue to the Department of Commerce and Economic Development.

* Sec. 2. AS 05.15.010 is amended to read:

Sec. 05.15.010. DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

[REVENUE] TO ADMINISTER CHAPTER. The Department of Commerce and

Economic Development [REVENUE] shall administer this chapter.

* Sec. 3. AS 05.15.140(a) is amended to read:

(a) The commissioner may not issue or renew a permit except upon 

satisfactory proof that the applicant is a municipality or qualified 

organization, the activity may be permitted under this chapter, and 

the issuance of a permit is not detrimental to the best interests of 

the public. Upon request of the commissioner [OF REVENUE], the appli­

cant shall prove conclusively each of these requirements before a 

permit may be issued or renewed.

* Sec. 4. AS 05.15.210(6) is amended to read:

(6) "commissioner" means the commissioner of commerce and 

economic development [REVENUE];

* Sec. 5. AS 05.15.210(8) is amended to read:

(8) "department" means the Department of Commerce and 

Economic Ljvelopment [REVENUE];

* Sec. 6. AS 11.66.280(2) is amended to read:

(2) "gambling" means that a person stakes or risks some­

thing of value upon the outcome of a contest of chance or a future 

contingent event not under the person's control or influence, upon an
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agreement or understanding that that person or someone else will 

receive something of value in the event of a certain outcome; 

"gambling" does not include

(A) bona fide business transactions valid under the law 

of contracts for the purchase or sale at a future date of secu­

rities or commodities and agreements to compensate for loss 

caused by the happening of chance, including contracts of indem­

nity or guaranty and life, health, or accident insurance; or

(3) playing an amusement device that

(i) confers only an immediate right of replay not 

exchangeable for something of value other than the privilege 

of immediate replay; and

(ii) does not contain a method or device by which 

the privilege of immediate replay may be cancelled or

revoked;

(C) an activity authorized by the commissioner of 

commerce and economic development [REVENUE] under AS 05.15;

* Sec. 7. AS 44.33.020 is amended by adding a new paragraph to read:

(31) regulate games of chance and contests of skill under

AS 05. 15.

* Sec. 8. TRANSITION. Regulations relating to games of chance and 

contests of skill, adopted by the Department of Revenue under authority of

AS 05.15 before the effective date of this Order, remain in effect until

regulations relating to that function are adopted by the Department of

Commerce and Economic Development under AS 05.15 as amended by this Order, 

and take effect. The Department of Commerce and Economic Development shall 

administer those Department of Revenue regulations until its own take 

effect.

* Sec. 9. This Order takes effect July 1, 1989.
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§ 05.15.100 A la s k a  St a t u t e s  S u p p l e m e n t § 05.15.112

S e c . 05.15.100. I s s u a n c e  o f  p e r m i t s  a n d  T 'c e n se s . (a) T h e  com ­
m is s io n e r  m a y  is s u e  a  p e rm it to  a  m u n ic ip a l i t y  o r q u a l i f ie d  o rg a n iz a ­
t io n . T h e  p e rm it  g iv e s  th e  m u n ic ip a l i t y  o r q u a l i f ie d  o rg a n iz a t io n  th e  
p r iv i le g e  o f  c o n d u c t in g  b in go , r a f f le s  a n d  lo t te r ie s , p u ll- ta b  g am e s , ice 
c la s s ic s , r a in  c la s s ic s , goose c la s s ic s , m e r c u r y  c la s s ic s , s a lm o n  c la s s ic s , 
d o g  m u s h e r s ’ c o n te s ts , f is h  d e rb ie s , a n d  c o n te s ts  o f  s k i l l .

(b) T h e  c o m m is s io n e r a lso  m a y  is s u e  a  p e rm it  g iv in g  a  m u n ic ip a l it y  
o r q u a l i f ie d  o rg a n iz a t io n  th e  p r iv i le g e  o f  c o n d u c t in g  an  a c t iv i t y  i n ­
v o lv in g  th e  u s e  o f  p la y in g  c a rd s , d ic e , a n d  n u m b e r s  w h e e ls . E a c h  y e a r , 
a  m u n ic ip a l i t y  o r q u a l i f ie d  o rg a n iz a t io n  m a y  a p p ly  fo r a p e rm it u n d e r  
th i s  s u b se c t io n  fo r e ith e r  a  s in g le  e v e n t  la s t in g  no m o re  th a n  th re e  
c o n se c u t iv e  d a y s , o r fo r no m o re  th a n  th re e  e v e n t s  la s t in g  no m o re  
th a n  one d a y  each .

(c) T h e  c o m m is s io n e r m a y  is s u e  a n  o p e ra to r ’s  lic e n s e  to  a  n a tu r a l 
p e rson  to  c o n d u c t a n  a c t i v i t y  p e rm it te d  u n d e r  t h is  c h a p te r  on b e h a l f  o f 
a  m u n ic ip a l i t y  o r  a  q u a l i f ie d  o rg a n iz a t io n . T h e  c o m m is s io n e r  m a y  
a ls o  is s u e  a n  o p e ra to r ’s  lic e n se  to  a  m u n ic ip a l i t y  o r a  q u a l i f ie d  o rg a n i­
z a t io n  to  co n d u c t a n  a c t iv i t y  on b e h a l f  o f  a n o th e r  m u n ic ip a l i t y  o r 
q u a l i f ie d  o rg a n iz a t io n . (§ 1 a  ch  27 S L A  1960; am  § 1 ch  66 S L A  1976; 
am  § 2 ch  27 S L A  1982; am  § 2 ch  59 S L A  1983; am  § 1 ch  93 S L A  
1986; am  § 2 ch  94 S L A  1986; am  §§ 11, 12 ch  99 S L A  1988)

Effect o f amendments. — The first 
1986 amendment inserted "goose classics, 
mercury classics,” in subsection (a) and 
inserted a comma following "derbies.” 

The second 1986 amendment in subsec­
tion (a) inserted "salmon classics," in the 
second sentence.

The 1988 amendment, in subsection (a), 
deleted "of revenue" following "commis­
sioner” in the firs t sentence and, in the 
second sentence, inserted "qualified” and 
"pull-tab games,” and made a minor punc­
tuation change; and added subsection (c).

S e c . 05.15.112. M e m b e r  in  c h a r g e ,  (a) E a c h  m u n ic ip a l i t y  o r 
q u a l i f ie d  o rg a n iz a t io n  t h a t  re c e iv e s  a  p e rm it  u n d e r  t h i s  c h a p te r  s h a l l  
d e s ig n a te  a  m em be r in  ch a rg e .

(b) T h e  m em be r in  ch a rg e  is  re sp o n s ib le  fo r  p re p a ra t io n , m a in te ­
n an ce , a n d  t r a n s m i t t a l o f  a l l  re co rd s  a n d  re p o r ts  r e q u ir e d  o f  th e  p e r ­
m it te e . T h e  m em be r in  ch a rg e  s h a l l b e  a  m em b e r  o f  th e  q u a l i f ie d  
o rg a n iz a t io n  o r th e  b o a rd  o f d ir e c to r s  o f  th e  q u a l i f ie d  o rg a n iz a t io n  o r 
a n  em p lo yee  o f  th e  m u n ic ip a l i t y .

(c) TTie m em be r in  ch a rg e  s h a l l  m o n ito r  th e  o p e ra to r ’s  p e r fo rm an ce  
u n d e r  a n d  com p lia n ce  w i th  c o n tra c ts  fo r  th e  c o n d u c t o f a c t iv i t ie s  on 
b e h a l f  o f th e  a u th o r iz in g  p e rm it te e .

(d) T h e  m u n ic ip a l i t y  o r q u a l i f ie d  o rg a n iz a t io n  s h a l l  d e s ig n a te  a l t e r ­
n a te  m em b e rs  in  c h a rg e  w ho  a re  re sp o n s ib le  fo r th e  d u t ie s  o f  th e  
m em be r in  ch a rg e  in  th e  a b sen ce  o f  th e  m em b e r  in  c h a rg e . (§ 13 ch  99 
S L A  1988)
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§ 05.15.180 A la ska  S t a t u t e s  S u p p l e m e n t § 05.15.180 § 05.15.

o r u n t i l  th e  e n d  o f  a  h e a r in g  o r o th e r  p ro c e e d in g  b e g u n  d u r in g  s u sp e n ­
s io n . T h e  a u th o r i t y  o f th e  c o m m is s io n e r  to  su sp e n d  a  p e rm it  is  n o t 
s u b je c t  to  th e  A d m in is t r a t iv e  P ro c e d u re  A c t  (A S  44.62). (§ 5 ch 27 
S L A  1960)

E d ito r ’s notes. — This section is set 
out to incorporate editorial changes made 
by the Revisor of Statutes.

S e c . 05.15.180. L im i t a t io n s  o n  a u t h o r i z e d  a c t i v i t y ,  (a) E x c e p t 
a s  p ro v id e d  in  A S  05.15.100(b), t h i s  c h a p te r  do e s n o t a u th o r iz e  th e  u se  
o f  p la y in g  c a rd s , d ic e , r o u le t te  w h e e ls , co in-op e ra ted  in s t r u m e n ts  o r 
m a c h in e s , o r o th e r  o b je c ts  o r in s t r u m e n t s  u s e d , d e s ig n e d , o r in te n d e d  
p r im a r i ly  fo r g a m in g  o r g a m b lin g  o r a n y  o th e r  m e th o d  o r im p le m e n t 
n o t e x p re s s ly  a u th o r iz e d  b y  th e  c o m m is s io n e r .

(b) W ith  th e  e xcep tio n  o f r a f f le s , lo t t e r ie s ,  b in g o  g am e s , p u ll- ta b  
g am e s , r a in  c la s s ic s , goose c la s s ic s , m e r c u r y  c la s s ic s , s a lm o n  c la s s ic s , 
a n d  o th e r  a c t i v i t i e s  a u th o r iz e d  u n d e r  A S  05.15.100(b), a n  a c t iv i t y  
m a y  n o t be lic e n s e d  u n d e r  t h i s  c h a p te r  u n le s s  i t  e x is te d  in  th e  s ta te  in  
s u b s t a n t ia l ly  th e  sam e  fo rm  a n d  w a s  co n d u c te d  in  s u b s t a n t ia l ly  th e  
sam e  m a n n e r  b e fo re  J a n u a r y  1, 1959.

(c) T h e  o p e ra t io n  o f a c t iv i t ie s  l ic e n s e d  u n d e r  A S  05.15.100(b) is  
l im i t e d  a s  fo llo w s :

(1) c a sh  p r iz e s  m a y  n o t be  aw a rd e d ;
(2) o n ly  m o n ey  s u b s t i t u t e s  s u c h  a s  c h ip s  o r  s c r ip  m a y  b e  u se d  b y  a  

p la y e r  in  th e  a c t iv i t y ;
(3) th e  m o n ey  s u b s t i t u t e s  m a y  be  e x c h a n g e d  o n ly  fo r  p r iz e s  o th e r  

th a n  m on ey  a n d  m a y  n o t be  o th e rw is e  e x c h a n g e d  o r so ld ; a n d
(4) a d d i t io n a l l im it a t io n s  m a y  be  e s ta b l i s h e d  b y  th e  co m m is s io n e r 

u n d e r  a do p ted  r e g u la t io n s .
(d) T h e  to ta l v a lu e  o f  doo r p r iz e s  o f fe re d  o r a w a rd e d  u n d e r  a u th o r ­

i t y  o f  a  p e rm it  is s u e d  to  a  m u n ic ip a l i t y  o r  q u a l i f ie d  o rg a n iz a t io n  u n ­
d e r  t h i s  c h a p te r  m a y  no t e xceed  $20,000 a  m o n th  o r  $240,000 a y e a r .

(e) T h e  to ta l v a lu e  o f  a l l  doo r p r iz e s  o f fe re d  o r a w a rd e d  a t  a  s in g le  
f a c i l i t y  o r b in g o  h a l l  o r p a r lo r  b y  a n  o p e ra to r  on b e h a l f  o f  a u th o r iz in g  
p e rm it te e s  o r b y  a  p e rm it te e  in  c o n ju n c t io n  w i t h  o th e r  p e rm it te e s  m a y  
n o t exceed  $20,000 a  m o n th  o r $240,000 a  y e a r .

(f) A  p e rson  u n d e r  th e  a ge  o f  19 y e a r s  m a y  n o t p la y  a  b in g o  g am e .
(g) A  m u n ic ip a l i t y  o r a  q u a l i f ie d  o r g a n iz a t io n  m a y  a w a rd  a  m a x i­

m u m  o f $1,000,000 in  p r iz e s  e ach  y e a r  in  a c t i v i t i e s  a u th o r iz e d  u n d e r  
th is  c h a p te r; h ow e ve r , i f  a  m u n ic ip a l i t y  o r  a  q u a l i f ie d  o rg a n iz a t io n  
c o n tra c ts  w i th  a n  o p e ra to r to  co n d u c t 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  u n d e r  t h is  c h a p te r , th e  m u n ic ip a l i t y  o r  q u a l i f ie d  o rg a n iz a t io n  
m a y  a w a rd  a  m a x im u m  o f $500,000 in  p r iz e s  e a ch  y e a r . I n  t h is  s u b se c ­
t io n  " a c t iv i t ie s  a u th o r iz e d  u n d e r  t h i s  c h a p te r ” m e a n s  a l l  a c t iv i t ie s  
s u b je c t  to  t h i s  c h a p te r  o th e r  th a n  b in g o . (§ 2 ch  27 S L A  1960; am  § 3
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'5.15.180 § 05.15.181 .Amusements and S po rts  § 05.15.184
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E ffect o f amendments. — The firs t 
1986 amendment inserted "goose classics, 
mercury classics,n in subsection (b).

The second 1986 amendment in subsec­
tion (b) inserted "salmon classics,” and

20, 21 ch  99 S L A  1988)

"not" preceding "be licensed" and substi­
tuted "an” for "no."

The 1988 amendment inserted "bingo 
games, pull-tab games” in subsection (b) 
and added subsections td)-(g).
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S e c . 05.15.181. P u l l- t a b  m a n u f a c t u r e r ’s  l i c e n s e ,  (a) A  p erson  
m a y  n o t m a n u fa c tu r e  p u ll- ta b s  in  th e  s t a t e  u n le s s  th e  p e rso n  h a s  
re c e iv e d  a  p u ll- ta b  m a n u fa c tu r e r ’s  lic e n se  is s u e d  b y  th e  d e p a r tm e n t .

(b) T he  d e p a r tm e n t m a y  is s u e  a  p u ll- ta b  m a n u fa c tu r e r ’s  lic e n se  to  a 
p e rso n  w ho  p a y s  a n  a n n u a l fe e  o f  $500.

(c) E a ch  s e r ie s  o f  p u ll- ta b s  m a n u fa c tu r e d  in  th e  s t a t e  s h a l l  be  
s e a le d  a n d  h a v e  a  s e r ia l n u m b e r  la b e l is s u e d  b y  th e  N a t io n a l A sso c ia ­
t io n  o f  F u n d r a is in g  T ic k e t  M a n u fa c tu r e r s  o r  o th e r  s e r ia l n u m b e r  la b e l 
app ro ved  b y  th e  d e p a r tm e n t .

(d) A  p u ll- ta b  m a n u fa c tu r e r  m a y  d is t r ib u t e  p u ll- ta b s  o n ly  to  a  l i ­
cen sed  p u ll- ta b  d is t r ib u to r  u n le s s  th e  p u ll- ta b  m a n u fa c tu r e r  i s  a lso  a  
lic e n se d  p u ll- ta b  d is t r ib u to r .

(e) E a ch  p u ll- ta b  m a n u fa c tu r e r  s h a l l  re p o r t to  th e  d e p a r tm e n t b y  
th e  la s t  b u s in e s s  d a y  o f th e  m o n th  on e a ch  s e r ie s  o f  p u ll- ta b s  d i s t r ib ­
u te d  d u r in g  th e  p re c e d in g  m o n th , in c lu d in g  th e  s e r ia l n u m b e r  o f e ach  
s e r ie s  d is t r ib u t e d  a n d  th e  n am e  o f th e  d is t r ib u t o r  to  w hom  th e  s e r ie s  
w a s  d is t r ib u t e d . (§ 22 ch 99 S L A  1988)

•Sec. 05.15.183. P u l l- t a b  d i s t r i b u t o r ’s  l i c e n s e ,  (a) A  p e rso n  m a y  
n o t d is t r ib u t e  p u ll- ta b  g am e s  u n le s s  th e  p e rso n  h a s  re c e iv e d  a  p u ll- ta b  
d is t r ib u to r ’s  lic e n s e  is s u e d  b y  th e  d e p a r tm e n t .

(b) T h e  d e p a r tm e n t m a y  is s u e  a p u ll- ta h  d is t r ib u t o r ’s  lic e n s e  to  a 
p e rson  w ho  p a y s  a n  a n n u a l fe e  o f  $1,000.

(c) P u ll- ta b s  m a y  be d is t r ib u t e d  o n ly  from  a  lo c a t io n  in  th e  s ta te . A  
person  m a y  n o t d is t r ib u t e  p u ll- ta b s  d ir e c t ly  to  a n o th e r  p e rso n  in  th e  
s ta te  from  a  lo c a t io n  o u ts id e  o f  th is  s t a te .

(d) A p u ll- ta b  d is t r ib u t o r  s h a l l  re p o r t to  th e  d e p a r tm e n t b y  th e  la s t  
b u s in e s s  d a y  o f  e ach  m o n th  on e a ch  p u ll- ta b  s e r ie s  d is t r ib u t e d  in  th e  
p re ce d in g  m o n th . T h e  re p o r t m u s t  in c lu d e  th e  n am e  o f th e  p e rm it te e  
to  w hom  each  s e r ie s  o f  p u ll- ta b s  is  d is t r ib u t e d  a n d  th e  s e r ia l  n u m b e r  
o f  e a ch  s e r ie s . (§ 22 ch 99 S L A  1988)

S e c . 05.15.184. P u l l- t a b  t a x .  A  p u ll- ta b  d is t r ib u to r  s h a l l  c o l le c t a  
ta x  o f  th re e  p e rcen t o f a n  a m o u n t e q u a l to  th e  g ro s s  re c e ip ts  le s s  
p r iz e s  a w a rd e d  on each  s e r ie s  o f  p u ll- ta b s  d is t r ib u t e d .  T h e  p u ll- ta b  
d is t r ib u to r  s h a l l  p a y  to th e  d e p a r tm e n t th e  ta x  co lle c te d  in  th e  p re ced ­
in g  m on th  a t  th e  t im e  th a t  th e  re p o r t u n d e r  A S  05.15.183(d) is  f i le d  
w ith  th e  d e p a r tm e n t . (§ 22 ch  99 S L A  1988)
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P O S I T I O N  P A P E R

B IL L  NO: SB 168 A P P R O V ED : j) j\ L K
Authorizing Gambling in 

T IT L E :  Certain Places D A T E : March 17, 1989

An Act a u t h o r i z i n g  g a m b l ing  e n t e r p r i s e s  in  m u n i c i p a l i t i e s  and on 
s t a t e  f e r r i e s ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e .

We have  re v ie w e d  th e  l e g i s l a t i o n  and o f f e r  th e  f o l l o w i n g  
comments :

0 5 . 1 6 . 0 1 0 ( c )  -  T h is  s e c t i o n  l i m i t s  g a m b l in g  e q u ip m en t  to  "numbers 
w h e e l s  and c a r d  and d i c e  gam es" .  We have done a p r e l i m i n a r y  
a n a l y s i s  o f  p l a c i n g  gam b l in g  eq u ip m en t  on th e  m a i n l i n e  v e s s e l s .  
T h i s  was b a sed  upon t h e  i n s t a l l a t i o n  o f  e l e c t r o n i c  gam bl ing  
d e v i c e s ,  which would r e q u i r e  a m in im al  number o f  a d d i t i o n a l  crew 
members ,  i f  anyy to  m a i n t a i n  t h e  m a c h in e s .  We s u g g e s t  t h i s  
s e c t i o n  be amended t o  a l l o w  th e  p l a c e m e n t  o f  t h i s  ty p e  o f  
eq u ip m e n t  on bo a rd  t h e  v e s s e l s  o f  t h e  M ar ine  Highway Sys tem .

0 5 . 1 6 . 0 2 0 ( b )  -  T h is  s e c t i o n  a p p e a r s  t o  l i m i t  t h e  a p p r o p r i a t i o n  of  
g a m b l in g  r e v e n u e s  o n ly  t o  d e f r a y  th e  c o s t  o f  o p e r a t i n g  g am bl in g  
on boa rd  th e  v e s s e l s .  We s u g g e s t  l a n g u a g e  be added to  make th o s e  
r e v e n u e s  a v a i l a b l e  t o  m ee t  t h e  o v e r a l l  o p e r a t i n g  e x p e n s e s  o f  th e  
M arine  Highway System.

With t h e s e  m o d i f i c a t i o n s  the  d e p a r t m e n t  c o u ld  rew ork  th e  F i s c a l  
Note to  so m e th in g  which would p r o b a b l y  show a p o s i t i v e  c a s h  f lo w .  
The d e p a r t m e n t  would th e n  no t  oppose  t h i s  B i l l .

F o r  fu r th e i p G T /P f~  k  6 a t  4 6 5 -3 9 0 0
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The a n a l y s i s  a ssum es  t h r e e  m a i n l i n e  v e s s e l s  would e a c h  have  one  
r o u l e t t e  w h e e l ,  one  d i c e  t a b l e  and one  c a r d  t a b l e .  Each game 
would r e q u i r e  two s t a f f  p e r  week t o  r u n  t h e  game. The a n a l y s i s  
a l s o  a ssu m es  t h e s e  f a c i l i t i e s  would  be l o c a t e d  i i .  t h e  e x i s t i n g  
b a r  s p a c e ,  o r  o t h e r  p u b l i c  a r e a ,  e l i m i n a t i n g  t h e  n eed  t o  r e d u c e  
s t a t e r o o m s .  Does n o t  i n c l u d e  c o s t  t o  m o d i fy  v e s s e l  f o r  t h e  
q u a r t e r s  f o r  t h i s  a d d i t i o n a l  c re w .  I t  f u r t h e r  assum es  t h a t  t h e  
p ay  s c a l e  f o r  t h e  d e a l e r s  would  be r o u g h l y  e q u i v a l e n t  t o  t h a t  o f  
t h e  b a r t e n d e r .

No a t t e m p t  h a s  b een  made t o  e s t i m a t e  t h e  p o t e n t i a l  r e v e n u e  from 
c a s i n o  o p e r a t i o n s ,  a l t h o u g h  we w i l l  be  w o rk in g  on d e v e l o p i n g  su c h  
an  e s t i m a t e .  Our p r i m a r y  t h r u s t  has  b e en  t o  r e v i e w  t h e  
p o s s i b i l i t y  o f  p l a c i n g  e l e c t r o n i c  gaming d e v i c e s  on t h e  v e s s e l s ,  
i t  i s  f rom  t h i s  s o u r c e  t h a t  t h e  e s t i m a t e d  c a p i t a l  c o s t  i s
d e r i v e d .  I t  m u s t  be  u n d e r s t o o d  t h e s e  a r e  v e r y  p r e l i m i n a r y
e s t i m a t e s ,  w h ic h  c o u l d  c h a n g e  d r a s t i c a l l y  once  more i n f o r m a t i o n  
i s  known. I n  a d d i t i o n ,  t h e  c r e w i n g  l e v e l s  and  c o m p e n s a t io n  a r e  
s u b j e c t  t o  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  and a r e  s u b j e c t  t o  
c h an g e  d e p e n d i n g  upon t h e  ou tcom e o f  n e g o t i a t i o n s .

2 c rew s  e a c h  c o n s i s t i n g  o f :

6 " d e a l e r s "  @ $ 4 8 , 5 0 0 / y e a r  w i t h  b e n e f i t s
2 " r e l i e f s "  @ $ 4 8 , 5 0 0 / y e a r  w i t h  b e n e f i t s

8 c re w  x $ 4 8 , 5 0 0 / y e a r  x 2 c r e w s / v e s s e l  x 2 v e s s e l  y e a r s  o f
o p e r a t i o n
* 8 x $ 4 8 ,5 0 0  x 2 x 2 = $ 1 ,5 5 2 ,0 0 0

* V e s s e l  y e a r
2 v e s s e l s  o p e r a t i n g  10 m o n t h s / y e a r  = 20 months
1 v e s s e l  o p e r a t i n g  4 m o n t h s / y e a r  = 4 months

24 v e s s e l  m onths  = 2 
v e s s e l  y e a r s

T r a v e l :

T r a v e l  c o s t s  dep en d  upon c re w  c h ang e  p o r t s  and  t h e  l o c a t i o n  o f
t h e  s p e c i f i c  c re w  members . Assuming a p p r o x i m a t e l y  756 "crew
weeks"  and  t h a t  t r a v e l  c o s t s  would  o n ly  be i n c u r r e d  f o r  20% o f  
t h o s e  weeks t h e  t o t a l  c o s t  would  be a p p r o x i m a t e l y  $ 3 0 ,0 0 0 .

C a p i t a l  C o s t :

E a c h  s h i p  a t  a p p r o x i m a t e l y  $ 9 0 , 0 0 0  x  3 = $ 2 7 0 , 0 0 0
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O r i g i n a l  s p o n s o r ( s ) s  SEN. COGRILL, F r a n k

IH THE SENATE EY THE TRANSPORTATION COMMITTEE

CS FOR SENATE BILL NO. 180 ( T r a n s p o r t a t i o n ?

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F o r  an  Act. e n t i t l e d *  "An A c t  r e l a t i n g  t o  t h e  e x e m p t i o n s  f rom  t h e  m o to r

f u e l  t a x ,  a n d  e x t e n d i n g  t h e  e x e m p t i o n  f rom t h e  r e ­

q u i r e m e n t  o f  o b t a i n i n g  n c e r t i f i c a t e  o f  u s e  t o  f u e l  

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

po w er  p l a n t s  end  t o  h e n t  c o m m e r c i a l  p r e m i s e s ;  and

p r o v i d i n g  f o r  an  e f f e c t i v e  date.**

BE IT  ENACTED BY HIE LEGISLATURE OF THE STATE OF ALASKA*

* S e c t i o n  1 .  AS A 3 .40  i s  amended by  a d d i n g  a new s e c t i o n  t o  r e a d *

S e c .  4 3 . 4 0 . 0 1 5 .  EXEMPTION FROM COLLECTION OF TAX. ( a )  A d e a l e r  

who h a s  a r e a s o n a b l e  b e l i e f  a t  t h e  t im e  o f  s a l e  o r  t r a n s f e r  t h a t  f u e l

t h a t  i s  s o l d  o r  t r a n s f e r r e d  i s  n o t  t o  be  u s e d  a s  m o to r  f u e l  n e e d  r o t

c o l l e c t  t h e  m o to r  f u e l  t a x .

(b )  I f  t h e  t a x  i*$ n o t  c o l l e c t e d ,  t h e  d e a l e r  s h a l l  o b t a i n  a 

c e r t i f i c a t e  o f  u s e  f rom  t h e  b u v c r  o r  t r a n s f e r e e  s t a t i n g  t h a t  t h e  f u e l  

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

a s  m o to r  f u e l .  The  d e p a r t m e n t  may n o t  c o l l e c t  t h e  m o to r  f u e l  t a x  from 

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

o b t a i n e d  u n d e r  t h i s  s u b s e c t i o n .  E x c e p t  a s  p r o v i d e d  i n  ( c )  o f  t h i s  

s e c t i o n ,  an  a n n u a l  c e r t i f i c a t e  o f  u s e  i s  r e q u i r e d  f o r  e x e m p t i o n s  

l i s t e d  u n d e r  AS 4 3 . 4 0 . 1 0 0 ( 2 ) .  The d e a l e r  s h a l l  r e t a i n  e copy o f  e a c h  

c e r t i f i c a t e  o f  u s e  o b t a i n e d  u n d e r  t h i s  s u b s e c t i o n  f o r  e x a m i n a t i o n  o r  

a u d i t  on r e q u e s t  by t h e  d e p a r t m e n t .  The form o f  a c e r t i f i c a t e  c-f u s e  

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

( c )  A c e r t i f i c a t e  o f  u s e  i s  n o t  r e q u i r e d  f o r  f u e l  exem pted

- 1 -  CSSB 1 8 0 ( T r s p )
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u n d e r

(1)  AS A 3 . 4 0 . 1 0 0 ( 2 ) ( C ) f

(2 )  AS 4 3 . 4 0 . 1 0 0 ( 2 ) ( F ) %
(3 )  AS 4 3 . 4 0 . 1 0 0 ( 2 ) ( J ) i  o r

(4 )  AS 4 3 . 4 0 e1 0 0 ( 2 )  (K) a s  d e t e r m i n e d  b y  t h e  d e p a r t m e n t  by 

r e g u l a t i o n .

*  S e c .  2 .  AS 4 3 . 4 0 . 0 3 5 ( a )  i s  amended t o  r e a d :

( a )  A p e r s o n  who r e s e l l s  f u e l  on w h ic h  t h e  t a r  u n d e r  AS 4 3 . 4 0 . -  

0 1 0 ( a )  o r  (b )  was p r e v i o u s l y  p a i d  i s  e n t i t l e d  t o  a  c r e d i t  o r  r e f u n d  o f  

t h e  t a r  i f  (1 )  t h e  r e s o l d  f u e l  i s  n o t  m o to r  f u e l  and t h e  r e q u i r e m e n t s  

o f  AS 4 3 . 4 0 . 0 1 5  (AS 4 3 . 4 0 . 0 1 0 ( 1 ) 1  have  b e e n  f u l f i l l e d }  o r  ( ? )  t h e  

amount  o f  t a x  p r e v i o u s l y  p a i d  e x c e e d s  t h e  t a x  due  on t h e  r e s a l e .  The 

amount  o f  t h e  c r e d i t  o r  r e f u n d  u n d e r  t h i s  s e c t i o n  i s  e q u a l  t o  t h e  

amount  o f  t a r  p r e v i o u s l y  p a i d  on t h e  r e s o l d  f u e l  l e s s  t h e  amount o f  

t a r  p r e s c r i b e d  by AS 4 3 . 4 0 . 0 1 0 ( a )  o r  ( b ) .

* S e c .  3 .  AS 4 3 . 4 0 . 0 1 0 ( 1 )  i s  r e p e a l e d .

* S e c .  4 .  T h i s  Act  t a k e s  e f f e c t  J u l y  1, 1990.

CSSB 180(Trep) - 2 -



I n t r o d u c e d ;  2 / 1 7 / 8 9  6-0817E
R e f e r r e d :  T r a n s p o r t a t i o n  and

F in a n c e

1 IN THE SENATE BY COGHILL AND FRANK

21: SENATE BILL NO. 180

3

4

5

6 

7 

£ 

9

10

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  FIRST SESSION

A BILL

For  a n  Act  e n t i t l e d :  "An A c t  r e l a t i n g  t o  t h e  e x e m p t io n s  f rom  t h e  m o to r

f u e l  t a x ,  and  e x t e n d i n g  t h e  e x e m p t io n  from t h e  r e ­

q u i r e m e n t  o f  o b t a i n i n g  a c e r t i f i c a t e  o f  u se  t o  f u e l  

u s e d  t o  h e a t  c o m m erc ia l  p r e m i s e s ;  a n d  p r o v i d i n g  f o r  

an  e f f e c t i v e  d a t e . "

11 iBE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
I

12ij * S e c t i o n  1. AS 4 3 .4 0  i s  amended by a d d in g  a new s e c t i o n  t o  r e a d :
i

13i S ec .  4 3 . 4 0 . 0 1 5 .  - EXEMPTION FROM COLLECTION OF TAX. (a)  A d e a l e ri 1
14 i who h a s  a r e a s o n a b l e  b e l i e f  a t  t h e  t im e  o f  s a l e  o r  t r a n s f e r  t h a t  f u e l

15 t h a t  i s  s o l d  o r  t r a n s f e r r e d  i s  n o t  t o  be u s e d  as  m o to r  f u e l  n e e d  n o t

16| c o l l e c t  t h e  m o to r  f u e l  t a x .

17

18

1 9  |l

20

21

22

23

24

25

26

(b) I f  the  t a x  i s  n o t  c o l l e c t e d ,  t h e  d e a l e r  s h a l l  o b t a i n  a
♦

c e r t i f i c a t e  o f  u se  f r o m  t h e  b u y e r  o r  t r a n s f e r e e  s t a t i n g  t h a t  t h e  f u e l  

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

a s  m o to r  f u e l .  The d e p a r t m e n t  may n o t  c o l l e c t  t h e  m o to r  f u e l  t a x  f rom 

a d e a l e r  f o r  f u e l  f o r  w h ic h  a c e r t i f i c a t e  o f  u se  h a s  b e en  p r o p e r l y  

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

s e c t i o n ,  an a n n u a l  c e r t i f i c a t e  o f  u se  i s  r e q u i r e d  f o r  e x e m p t io n s

l i s t e d  u n d e r  AS 4 3 . 4 0 ^ 1 0 0 ( 2 ) .  The d e a l e r  s h a l l  r e t a i n  a copy o f  e a c h  

c e r t i f i c a t e  o f  u se  o b t a i n e d  u n d e r  t h i s  s u b s e c t i o n  f o r  e x a m i n a t i o n  o r  

a u d i t  on r e q u e s t  by t h e  d e p a r t m e n t .  The form o f  a c e r t i f i c a t e  o f  u s e

27 I may be p r e s c r i b e d  by r e g u l a t i o n  a d o p te d  by t h e  d e p a r t m e n t .

28 1 (c)  A c e r t i f i c a t e  o f  u s e  i s  n o t  r e q u i r e d  f o r  f u e l  exempted

2? u n d e r
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(3)  AS 4 3 . 4 0 . 1 0 0 ( 2 )  (70 a s  d e t e r m i n e d  by t h e  d e p a r t m e n t  by  

r e g u l a t i o n .

S e c .  2 .  AS 4 3 . AO.0 3 5 (a )  i c  amended t o  r e a d :

(«} A p e r s o n  who r e s e l l s  f u e l  on  v h i c h  t h e  t a r  u n d e r  AS 4 3 . 4 0 . -  

0 1 0 ( a )  o r  (b) was p r e v i o u s l y  p e i d  i s  e n t i t l e d  t c  a c r e d i t  o r  r e f u n d  o f  

t h e  tu v . i f  (1) t h e  r e s o l d  f u e l  i s  n o t  m o to r  f u e l  and  t h e  r e q u i r e m e n t s  

o f  AS 4 3 .4 0 .0 1 5  FAS 4 3 . 4 0 . 0 1 0 ( 1 ) 1  h a v e  b e e n  f u l f i l l e d ;  o r  (2 )  t h e  j 

amount o f  t a r  p r e v i o u s l y  p a i d  e x c e e d s  t h e  t a r  due cn t h e  r e s a l e .  The j
j

amount c f  t h e  c r e d i t  o r  r e f u n d  u n d e r  t h i s  s e c t i o n  i s  e q u a l  t o  t h e  j
Ii

amount  o f  t a r  p r e v i o u s l v  p a i d  or. t h e  r e s o l d  f u e l  l e s s  t h e  amount o f  j
I

t a x  p r e s c r i b e d  by AS 4 3 . 4 0 . 0 1 0 ( a )  c r  ( b ) .

S e c .  3 .  AS 4 3 . 4 0 . 0 1 0 ( 1 )  i s  r e p e a l e d .  j
■

S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1900.



A la ska  D ep a rlm e n to f Revenue CERTIFICATE OF USE
juneau, Alaska998ii o4oo Covering Purchases of Fuel Exempt from Motor Fuel Tax 0 2 2 4 8

AS 43.40.010 No___________

NAM E O F  S E L L E R N AM E O F P U R C H A SE R

M A ILIN G  A D D R E SS M A ILIN G  A D D R E SS

C ITY, S T A T E , Z IP  CODE C ITY, STATE, Z IP  CO DE

T Y P E  O F  F U E L :

□  Aviation Gasoline

□  Aviation Jet Fuel

□  H i g h w a y  G a s o l i n e

□  H i g h w a y  Diesel

□  M a r i n e  G a s o l i n e

□  M a r i n e  Diesel

□  Gas o l i n e  U s e d  for H e a t i n g

□  Diesel U s e d  for H e a t i n g UJ3Z
LU>
UJcc

M y  p u r c h a s e s  of fuel will n o t  b e  subject to the A l a s k a  M o t o r  Fuel T a x  b e c a u s e  they will b e  for the following e x e m p t  use: (ch e c k  one)

□ 1. T h e  federal g o v e r n m e n t  for official use. □ 6.

□ 2. A  state or local g o v e r n m e n t  a g e n c y  for official use. □ 7.

□ 3. A n  auxiliary military unit for official use. □ 8.

□ 4. A  c o n s u m e r  for u s e  to heat a  c o m m e r c i a l  building or facility

□but not including fuel u s e d  in or o n  watercraft. ( C o m p l e t e 9.

reverse side.) □ 10.

□ 5. A  c o n s u m e r  for u s e  in a  c o m m e r c i a l  stationary p o w e r  plant of

bulk storage tanks for b o t h  foreign a n d  d o m e s t i c  uses.

A  charitable institution.

Fuel exported a s  cargo. ( C o m p l e t e  reverse side.)

u s e  in a  c o m m e r c i a l  stationary p o w e r  plant of 

100 k w  or less.

C A U T I O N :  Generally, only the fuel u s e s  listed a b o v e  qualify for exemption. If y o u  believe the fuel qualifies for a n  e x e m p t i o n  not listed, contact 

the A l a s k a  D e p a r t m e n t  of R e v e n u e .

T h e  u n d e r s i g n e d  u n d e r s t a n d s  that the fraudulent u s e  of this certificate will subject the unde r s i g n e d  a n d  all guilty parties, u p o n  conviction, to 

a  fine not to e x c e e d  525,000 or by i m p r i s o n m e n t  for not m o r e  than three years, or both. T h e  u n d e r s i g n e d  also u n d e r s t a n d s  that h e  m u s t  b e  

prepared, u p o n  request, to s u p p l y  satisfactory e v i d e n c e  establishing the p u r p o s e  for w h i c h  the fuel w a s  or will b e  used.

I declare u n d e r  penalty of perjury that I have e x a m i n e d  this certificate a n d  to the best of m y  k n o w l e d g e  a n d  belief it is a true, correct a n d  c o m p l e t e  

s t a t e m e n t  s h o w i n g  the m a n n e r  in w h i c h  the fuel will b e  used. I also certify that this fuel will not b e  delivered to a  c o m m o n  storage tank servicing 

both taxable a n d  non-taxable u s e s  except bulk p u r c h a s e s  nf jet fuel b y  a  p e r s o n  w h o  flies directly from A l a s k a  to a  foreign country.

D O  N O T  S E N D  T H I S  C O P Y  T O  T H E  D E P A R T M E N T  O F  R E V E N U E  

U N L E S S  Y O U  A R E  A  R E S E L L E R  C L A I M I N G  A  R E F U N D .

S IG N A T U R E  OF P U R C H A SE R  O P  R E P R E SE N T A T IV E  DATE
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STATE OF ALASKA
1989 LEG ISLA T IV E  S E SS IO N

B I L L  V ER S IO N :  SB 180
PUBL ISH  DATE: 2/17/89

REQUEST:
F ISC AL  NOTE

Revision Date: Agency A ffe cted : Revenue
T i t l e :  An a c t  re la t in g  to the BRU: Income & Exc ise  Audit
exemptions from the motor fu e l tax
Sponsor: Coghill and Frank Components: Operating
Reauestor:Transportation and Finance

EXPENDITURES/REVENUES: (Thousands of D o lla rs )
I J FY 90 I FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95
I OPERATING I I !  i ! I
| PERSONAL SERVICES | 0 I 0 1 0 1 0 1 0 1 o
| TRAVEL | 0 I 0 1 0 1 0 1 0 ! 0
| CONTRACTUAL | 0 I 0 1 0 1 0 1 0 1 Q
| SUPPLIES | 0 I 0 1 0 1 0 ! 0 ! 0
| EQUIPMENT | 0 I 0 1 0 1 0 1 0 ! 0
| LANDS & STRUCTURES i 0 I 0 1 0 1 0 1 0,. 1 o
| GRANTS, CLAIMS | 0 I 0 1 0 1 0 I 0 1 o
I MISCELLANEOUS I 0 I 0 1 0 1 0 I 0 i o
I TOTAL OPERATING I • 0 I 0 1 0 1 0 1 0 1 0

I CAPITAL I 0 I 0 1 0 1 0 1 0 1 0

I REVENUE I 0 I 0 1 0 1 0 1 0 1 0

FUNDING: (Thousands of D o lla rs )
| GENERAL FUND | 0 I 0 1 0 1 0 1 0 1 0
| FEDERAL FUNDS ! 0 I 0 1 0 1 0 1 0 ! 0
j OTHER _ | 0 I 0 1 0 I 0 i 0 1 0
I TOTAL I 0 I 0 1 0 1 0 1 0 11 0

POSITIONS:
| FULL-TIME | 0 I 0 1 0 1 0 1 0 11 0
j PART-TIME | 0 I 0 1 0 1 0 1 o  !i 0
3 TEMPORARY I 0 I 0 1 0 1 o  1 0 I 0

ANALYSIS: See attached.
d -

Prepared By: Steven E . Kettel/
D iv is io n :  Income and Exc ise  Audit

Z L Phone: (907) 465-2320

Approved by Commissioner: Hugh Ha lone
Agency: Department of Revenue /

Date: February 21. 1989 

j^Date: February 21. 1989

D is t r ib u t io n  (by p repa re r) :  
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ff ice  of Management and Budget 
Impacted Agency(ies)

Changes in (-Vv^ )
have no f i s c a l  impact . This
f i  s ra l  no te  i s  appropr ia te
P ro jec t io ns  o f  no f i s c a l  impact
u m l d  rnnHmiP. thrmiph 1996.
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SB 180 
February 22, 1989 

Prepared By Income & Exc ise  Audit- 
Department o f Revenue

ANALYSIS -

—  Section  1 o f  the b i l l  amends AS 43.40 by adding a new section to g en e ra l ly  
provide that a dea le r i s  not required to c o l le c t  the motor fuel tax i f  a 
c e r t i f i c a t e  o f  use is  obtained from the buyer representing that the fuel is  
not fo r use as motor f u e l .  The c e r t i f i c a t e  o f  use p roh ib its  the department 
from t ry in g  to c o l le c t  from the dealer in  the event the fuel was taxable motor

-T h e -b iT l  also- provides that- c e r t i f i c a t e s  o f use need not be obtained in 
ce rta in  in s tan ces . A c e r t i f i c a t e  o f use need not be obtained by a dealer fo r  
fuel which is  a t  le a s t  1 OX a lco h o l, fo r  fu e l used to heat p r iva te  or 
commercial bu ild ings  or f a c i l i t i e s ,  and fo r  fue l used fo r  nontaxable purposes 
as determined by the department in re g u la t io n s . A dealer only  needs a 
reasonable b e l i e f  that the fue l 1s not to  be used as motor fue l in order to 
s e l l  the motor fu e l without c o l le c t in g  the ta x .  Reasonable b e l ie f  i s  not 
defined.

The amendment e s s e n t ia l ly  fo llows cu rre n t  law with one major exception. 
Current law provides that a c e r t i f i c a t e  o f  use is  not required fo r  fuel fo r  
any domestic purpose in a s ing le  or m u lt ip le  u n it  p r iva te  dwelling or fo r  fue l 
which i s  a t  le a s t  10% a lco ho l. Therefo re , the amendment.extends the exemption 
from obta in ing  the c e r t i f i c a t e  o f use to a l l  fue l fo r  heating purposes.

Section 2 amends AS 4 3 .4 0 .0 3 5 (a ) .  Th is  prov is ion  gives a c re d it  or refund to 
a person who r e s e l l s  fuel p rev ious ly  taxed that i s  not motor f u e l .  The 
amendment w i l l  a l low  a dealer to obtain a refund o f any taxes paid on fue l fo r  
which he has obtained a c e r t i f i c a t e  o f use or possesses a reasonable b e l ie f  
that the fuel is  not be. be used as motor f u e l .

V*
Section 3 repeals AS 43 .40 ,0 10 (1 ) . The repealed section p rev iously  provided 
instances where the dealer was not required to obtain c e r t i f i c a t e s  o f use.

Section 4 provides fo r  a Ju ly  1, 1989 e f f e c t iv e  date.
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B ILL  VERSION:  SB 180

PUBLISH DATE: ____________

REQUEST:__________________________________

Revision Date: February 2. 1990_______
T i t l e :  An act re la t in g  to the___________
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Sponsor: Coghill and Frank______________
Requestor: Transportation and Finance

FISCAL NOTE
F E B  0 7

Agency A ffected : Revenue
BRU: Income & E xc ise Audit

Components: Operating

EXPENDITURES/REVENUES: (Thousands of Dol a rs )
FY 91 'FY 92 FY 93 FY 94 FY 95 FY 96

OPERATING
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LANDS & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 n o o o o o

REVENUE 88-440 .0 |88-440 .0 |88-440 .0 |88-440 .0 |88-440.0|88-440.

FUNDING: (Thousands of D o lla rs )
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY o o 0 0 0 0

ANALYSIS: See attached.
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D iv is io n : Income and Excise Audit

Phone: (907) 465-2320
U ^ ' —Date: February 2. 1990

Approved by Commissioner: Hugh Malone Date: February 2, 1990
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Le g is la t ive  Finance 
Leg is la t ive  Sponsor 
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O ffice of Management and Budget
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and Exc ise  Audit D iv is ion  
Department of Revenue

A na lys is

Section 1 of the b i l l  amends AS 43.40 by adding a new section to 
g en era lly  provide that a dealer is  not required to c o l le c t  the motor fuel 
tax i f  a c e r t i f i c a t e  o f use is  obtained from the buyer representing that 
the fuel is  not fo r  use as motor fu e l .  The c e r t i f i c a t e  of use prohibits 
the department from try ing  to co l le c t  from the dealer in the event the 
fue l was taxable motor fu e l .  Paragraphs (a )  and (b) are identica l to AS 
43 .40 .010(1 ) which i s  repealed in Section 3 of the b i l l .

Paragraph (c )  provides that c e r t i f i c a t e s  of use need not be obtained 
in ce rta in  instances . A c e r t i f ic a te  of use need not be obtained by a 
dealer fo r  fuel which is  at least 10% a lco h o l,  fo r  fuel used to heat 
p r iva te  or commercial buildings or f a c i l i t i e s ,  and fo r fuel used fo r  
nontaxable purposes as determined by the department in regu la tions. A 
dealer only needs a reasonable b e l ie f  tha t  the fuel is  not to be used as 
motor fuel in order to se l l  the motor fu e l without co l le c t in g  the tax . 
Reasonable b e l ie f  is  not defined.

The amendment e s s e n t ia l ly  follows cu rrent law with one major 
exception. Current law provides that a c e r t i f i c a t e  of use is  not 
required fo r  fuel fo r  any domestic purpose in a s ing le  or multiple unit 
p r iva te  dwelling or fo r  fuel which is  a t  le a s t  10% alcoho l. Therefore, 
the amendment extends, the exemption from obtaining the c e r t i f i c a t e  of use 
to a l l  fuel fo r heating purposes.

Section 2 amends AS 43 .40 .035(a). Th is provision gives a c re d it  or 
refund to a person, who r e s e l l s  fuel p rev ious ly  taxed that is  not motor 
f u e l .  The amendment w i l l  allow a dealer to obtain a refund o f any taxes 
paid on fuel fo r which he has obtained a c e r t i f i c a t e  o f use or possesses 
a reasonable b e l ie f  that the fuel is  not be used as motor fu e l .

Section 4 provides for a Ju ly  1, 1989 e f fe c t iv e  date which needs to 
be updated.

Comment

P r io r  to 1982, dealers were not required to c o l le c t  motor fuel tax 
i f  they had a reasonable b e l ie f  the fuel was to be used in a tax- free  
manner. Several dealers fa i le d  to c o l le c t  tax in s itu at io ns  which the 
department and eventually  the court held the dealer did not exerc ise  
reasonable care in determining whether tax  should be co l le c ted . These 
dec is ions l e f t  dealers unprotected against customers that told a dealer 
they q u a l i f ie d  to purchase fuel tax o f f  ye t  used the fuel for a taxable 
purpose. To protect dea le rs , the c e r t i f i c a t e  of use provis ions were 
added to statutes in 1982. Dealers w.ere no longer required to use th e ir
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February 2, 1990 
Prepared by Income 
and Exc ise  Audit D iv is ion 
Department of Revenue

independent judgment to determine a sales t a x a b i l i t y .  By obtaining a 
c e r t i f i c a t e  of use from th e ir  customer, the dealer e f fe c t iv e ly  
transferred  re sp o n s ib i l i ty  fo r  co llec tio n  of the tax to the customer.
This provision a lso  ass is ted  the Department in increasing compliance with 
the motor fuel tax law. Customers were not as w i l l in g  to sign a 
statement under perjury that the fuel was to be used in a tax-exempt 
manner as they were in o r a l l y  communicating i t  to the dealer.

In recent days heating fuel d is t r ib u to rs  in the In te r io r  have become 
re lu c tan t  to obtain c e r t i f i c a t e s  of use from th e ir  commercial heating 
fuel customers. I t  at times is  an arduous task, and in th e ir  minds a lot 
of unnecessary paperwork. The Department addressed the s itu a t io n  in 1989 
with regulations which eased the c e r t i f i c a t e  of use reporting burden. 
Under new ru le s ,  dealers were only required to obtain a c e r t i f i c a t e  with 
the f i r s t  purchase of heating fuel made by a customer. So long as that 
customers operation did not change, i . e . ,  the fuel continued to be sed 
fo r  heating purposes, additional c e r t i f i c a t e s  o f use are not required to 
be obtained. The department believes the regulations have adequately 
responded to the dealers needs and that the b i l l  w i l l  take us back to the 
problems we faced p rio r to 1982.

F is c a l  Impact

Statewide; approximately 110 irMllion gallons of tax exempt heating 
fue l are sold annually . I t  i s  unknown how much of th is  fuel may a c tu a l ly  
be converted to taxable use without the s ta te  rece iv ing  the revenues. We 
a n t ic ip a te  that between 0-5% of heating fue l may be converted to taxable 
use i f  the b i l l  passes. Assuming that the m ajo rity  of i t  is  consumed in 
d iese l engines on highway, the potential tax loss would be $88,000 per 1% 
leakage.
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C om m it tee  c o n s i d e r e d  SB

e x e m p t io n s  f ro m  t h e  m o to r  f u e l  t a x ,  ancl e x t e n d i n g  t h e  e x e m p t i o n  f rom 
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STATE OF ALASKA
1939 LEG ISLAT IVE  SESS IO N

B IL L  VERSION:  SB 180
PUBLISH DATE: 2/17/89

F ISCAL  NOTE
REQUEST:

Revision Date :. 
T i t l e :  An act re la t in g  to the

Agency Affected : Revenue

exemptions from the motor fuel tax___
Sponsor: CoghUl and Frank_____________
Requestor:Transportation and Finance

BRU: Income & Excise Audit

Components: Operating

EXPENDITURES/REVENUES: (Thousands of Do llars)
1 1 FY 90 1 FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95
1 OPERATING I 1 J L 1 1 1
| PERSONAL SERVICES | 0 1 0 1 0 1 0 ! 0 ! 0
I TRAVEL | 0 ! 0 1 0 1 0 ! 0 i o
| CONTRACTUAL | 0 1 0 1 0 ! 0 i 0 I 0
| SUPPLIES | 0 I 0 I 0 1 0 ; o 1 0
| EQUIPMENT | 0 I 0 I 0 I 0 i o l 0
| LANDS & STRUCTURES | 0 I 0 1 0 1 0 I 0.. 1 0
| GRANTS, CLAIMS | 0 i 0 1 0 i o I o f 0
1 MISCELLANEOUS 1 0 1 0 I 0 l 0 I o i 0
1 TOTAL OPERATING 1 • 0 1 0 1 0 1 0 1 o 1 0

1 CAPITAL 1 0 1 0 1 0 1 0 1 o 1 0

1 REVENUE 1 0 1 0 1 0 1 0 1 o 1 0

FUNDING: (Thousands of Do llars)
| GENERAL FUND | 0 1 0 1 0 1 0 ! o 1 0
| FEDERAL FUNDS ! 0 ! o ! o I 0 1 o I o
| OTHER - 1 0 I 0 ! o I 0 I 0 ! o
1 TOTAL ;  I 0 1 0 1 0 1 0 1 0 1 0

POSITIONS:
I FULL-TIME | 0 1 0 1 0 1 0 1 0 1 0
I PART-TIME | 0 1 0 ! 0 i 0 i 0 1 0
1 TEMPORARY 1 0 1 0 1 0 1 0 1 0 I 0

ANALYSIS: See attached.

Steven E. K e t t e V ^ Z ^Prepared By:
D iv is io n : Income and Exc ise Abdlt

Approved by Commissioner _____
Agency: Department of Revenue

D istr ibu t ion  (by preparer) : 
L e g is la t iv e  Finance 
Le g is la t iv e  Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(les)

Phone: (907) 465-2320
Date: February 21 . 1989

February 21. 1989
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IN THE SENATE BY THE TRANSPORTATION COMMITTEE

CS FOR SENATE BILL NO. 180 ( T r a n s p o r t a t i o n )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  SECOND SESSION

A BILL

For  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  t h e  e x e m p t i o n s  f rom th e  m o to r

f u e l  t a x ,  and e x t e n d i n g  t h e  e x e m p t i o n  from th e  r e ­

q u i r e m e n t  o f  o b t a i n i n g  a c e r t i f i c a t e  o f  use  to  f u e l  

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

power  p l a n t s  and t o  h e a t  c o m m e r c i a l  p r e m is e s ;  a n d

p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1. AS A3.40 i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

S e c .  A 3 .A0 . 0 1 5 .  EXEMPTION FROM COLLECTION OF TAX. (a )  A d e a l e r  

who h a s  a r e a s o n a b l e  b e l i e f  a t  th e  t i m e  o f  s a l e  o r  t r a n s f e r  t h a t  f u e l

t h a t  i s  s o l d  o r  t r a n s f e r r e d  i s  n o t  t o  be  u s e d  a s  m o to r  f u e l  need n o t

c o l l e c t  t h e  m oto r  f u e l  t a x .

(b)  I f  t h e  t a x  i s  n o t  c o l l e c t e d ,  t h e  d e a l e r  s h a l l  o b t a i n  a

c e r t i f i c a t e  o f  u s e  f rom  t h e  buy e r  o r  t r a n s f e r e e  s t a t i n g  t h a t  the  f u e l  

t h a t  h a s  b e e n  or  w i l l  be  p u r c h a s e d  o r  r e c e i v e d  i s  n o t  i n t e n d e d  f o r  u s e  

a s  m o t o r  f u e l .  The d e p a r t m e n t  may n o t  c o l l e c t  t h e  m o to r  f u e l  t a x  f ro m  

a d e a l e r  f o r  f u e l  f o r  w h ic h  a c e r t i f i c a t e  o f  u s e  h a s  been  p r o p e r l y  

o b t a i n e d  u n d e r  t h i s  s u b s e c t i o n .  E x c e p t  a s  p r o v i d e d  i n  (c) o f  t h i s  

s e c t i o n ,  an a n n u a l  c e r t i f i c a t e  o f  u s e  i s  r e q u i r e d  f o r  exem pt ions  

l i s t e d  u n d e r  AS A 3 .A0. 1 0 0 ( 2 ) .  The d e a l e r  s h a l l  r e t a i n  a copy o f  e a c h  

c e r t i f i c a t e  o f  u s e  o b t a i n e d  unde r  t h i s  s u b s e c t i o n  f o r  e x a m in a t io n  o r
27 fl

a u d i t  on r e q u e s t  by t h e  d e p a r t m e n t .  The form o f  a c e r t i f i c a t e  o f  u s e
281|

may b e  p r e s c r i b e d  by r e g u l a t i o n  a d o p t e d  by t h e  d e p a r t m e n t .
291'

( c )  A c e r t i f i c a t e  o f  u s e  i s  n o t  r e q u i r e d  f o r  f u e l  exempted

-1- CSSB 180(Trsp)
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under

(1) AS A3.A O . 100(2)(C);

(2)  AS A 3 .AO. 1 0 0 ( 2 ) ( F ) ;

(3) AS A 3 .AO.1 0 0 ( 2 ) ( J ) ; o r I
(A) AS A3. A0. 100(2)  (K) as d e t e r m i n e d  by t h e  d e p a r tm e n t  by !

I
r e g u l a t i o n .  ;

* Sec. 2 .  AS A 3 .A 0 .0 3 5 (a )  i s  amended t o  r e a d :

( a )  A p e r s o n  who r e s e l l s  f u e l  on w h i c h  t h e  t a x  u n d e r  AS A3.AO. -  

010(a) o r  (b)  was p r e v i o u s l y  p a id  i s  e n t i t l e d  t o  a c r e d i t  o r  r e fun d  o f  

th e  t a x  i f  (1) t h e  r e s o l d  f u e l  i s  n o t  m o t o r  f u e l  and t h e  r e q u i r e m e n t s  

o f  AS A3 . A0. 015 [AS A3 . A0. 010 (1) ] h a v e  b e e n  f u l f i l l e d ;  o r  (2) t h e  

amount o f  t a x  p r e v i o u s l y  p a i d  exceeds  t h e  t a x  due on t h e  r e s a l e .  The 

amount o f  t h e  c r e d i t  o r  r e f u n d  u nd e r  t h i s  s e c t i o n  i s  e q u a l  to  th e  

amount o f  t a x  p r e v i o u s l y  p a i d  on th e  r e s o l d  f u e l  l e s s  t h e  amount o f  

t ax  p r e s c r i b e d  by AS A 3 .A 0 .0 1 0 (a )  or ( b ) .

* Sec. 3 .  AS A 3.A 0 .0 1 0 (1 )  i s  r e p e a l e d .

* Sec. A. T h i s  Act  t a k e s  e f f e c t  J u l y  1, 1990 .

CSSB 180(Trsp)
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Jan u ary  2 2 ,  1990

S e n a to r  J a c k  C o g h i l l  
P.O. Box V 
Juneau ,  AK 99811

Dear S e n a t o r  C o g h i l l :

I  f u l l y  s u p p o r t  SB 180, e x e m p t in g  f u e l  d e a l e r s  f rom o b t a i n i n g  a 
c e r t i f i c a t e  o f  u s e  f o r  f u e l  o i l  s o l d  t o  h e a t  c o m m e rc ia l  f a c i l i t i e s .  
Under SB 1 8 0 ,  d e a l e r s  would be  r e l i e v e d  o f  t h e  b u rd e n  o f  c o l l e c t i n g  
numerous c e r t i f i c a t e s  o f  u s e  f o r  s a l e s  w h ich  a r e  o b v i o u s l y  
n o n t a x a b l e .  However, t h e  u s e  o f  c e r t i f i c a t e s ,  f o r  s a l e s  t h e y  f e e l  
a r e  p o t e n t i a l l y  t a x a b l e ,  would  be  p r e s e r v e d .

At th e  p r e s e n t  t i m e ,  f u e l  d e a l e r s  a r e  n o t  r e q u i r e d  t o  c h a r g e  t h e  
motor f u e l  t a x  f o r  f u e l  s o l d  t o  h e a t  c o m m e rc ia l  o r  p r i v a t e  
f a c i l i t i e s .  A c e r t i f i c a t e  o f  u s e  must b e  o b t a i n e d ,  h o w e v e r ,  f o r  
f u e l  s o l d  t o  h e a t  c o m m erc ia l  b u i l d i n g s .  T h a t  c e r t i f i c a t e  i s  s i g n e d  
by th e  c u s t o m e r  c e r t i f y i n g  t h a t  he i s  u s i n g  t h e  f u e l  f o r  a t a x  
exempt p u r p o s e .

Under AS 4 3 . 4 0 . 0 1 0 ( 1 ) ,  m o to r  f u e l  t a x  d o e s  n o t  h a v e  t o  be  c o l l e c t e d  
i f  a d e a l e r  b e l i e v e s  a t  t h e  t i m e  o f  t h e  s a l e  t h a t  t h e  f u e l  w i l l  n o t  
be used f o r  a t a x a b l e  p u r p o s e .  A d e a l e r  w i l l  u s u a l l y  know, by 
s i g h t ,  how t h e  p u r c h a s e r  w i l l  u s e  t h e  f u e l .

H eat ing  f u e l  i s  exempt f rom m o to r  f u e l  t a x  and s h o u l d  a l s o  be  
exempt f ro m  t h e  r e q u i r e m e n t s  o f  t h e  c e r t i f i c a t e  o f  u s e .  I f  a d e a l e r  
has  d o u b t s  a b o u t  t h e  u s e  o f  t h e  f u e l ,  he w i l l  o b t a i n  a c e r t i f i c a t e  
o f  use f o r  p r o t e c t i o n  a g a i n s t  t h e  l i a b i l i t y  o f  p a y in g  t a x  a t  a 
l a t e r  d a t e .

A.L. B u k i / m r i g h t , J r .

DENALI FINANCIAL CEN TER 119 NORTH CUSHMAN POUCH 720 FAIRBA N KS, ALASKA 99707
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March 16, 1989

MEMORANDUM

TO: Representative Bert Sharp

ATTN: Murray Tate

FROM: Tom M cK en n a^
L e g is la t iv e  Analyst

RE: Fuel Tax Exemption Procedures in  Other States
Research Request 89.289

You asked us to obtain information about the processes employed by other s ta tes  
to grant exemptions to fuel taxes when fuel i s  purchased fo r  use in heating 
commercial bu ild ings or other nonhighway purposes. Alaska Statutes require  
that a dea ler must obtain a " c e r t i f i c a t e  of use" from commercial buyers s ta t in g  
that fuel purchased i s  not intended fo r  use as a motor fue l (AS 43 .40 .0 10 ) .
You wanted to know i f  other s tates  require such a c e r t i f i c a t e .

In response to your questions, I contacted fue l tax adm inistrators in s ix  
s ta te s .  C e r t i f ic a te s  of use are employed in  two of the s ta tes  contacted. 
The adm inistration of fuel tax exemptions among a l l  of these s ta tes  invo lves 
combinations of several approaches. These approaches are outlined below.

C e r t i f ic a te s  of use are required from o i l  supp lie rs  and consumers 
who claim exemption from Pennsylvania 's  Oil Franchise Tax. Ohio's 
Department of Taxation encourages--but does not mandate--fuel o i l
d is t r ib u to rs  to obtain c e r t i f i c a t e s  from consumers who claim
exemption from the fuel ta x .

D is t r ib u to rs  may d e l iv e r  fuel for heating commercial or re s id e n t ia l  
build ings without co l le c t in g  taxes or processing exemption forms 
in  f i v e  of these s ta te s .  In Washington, Minnesota and Ohio 
d is t r ib u to rs  are not required to obtain specia l tax exemption 
documentation fo r  fuel delivered to tanks connected to heating 
equipment in e ith e r  commercial or re s id e n t ia l  bu ild ings . Oregon's 
motor fue ls  tax is  co llec ted  at the time fuel enters over-the-road 
v e h ic le s ;  heating o i l  d is t r ib u to rs  are not d i r e c t ly  accountable fo r

1The s ta te s  are Massachusetts, Minnesota, Ohio, Oregon, Pennsylvania and 
Washington.
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fuel tax adm in istra tion . In Massachusetts, d is t r ib u to rs  who s e l l  
only (tax-exempt) heating o i l  are licensed by loca l governments and 
are not included in the exemption process managed through the s ta te  
l icen s in g  system.

Most of the s ta tes  regulate fuel tax exemptions through some 
combination of l icen s in g  requirements fo r  d ea le rs ,  bulk purchasers, 
and m ultip le  use consumers. Licensed e n t i t ie s  are required to 
submit ta x  reports to document the manner in  which fu e ls  are used. 
Minnesota, Ohio and Massachusetts reported audit processes as major 
components of the processes of administering fuel tax exemptions.

A ll  of the s tates  have provis ions fo r  refunds fo r  fu e ls  taxed v/hen 
purchased and used in exempt c a p a c it ie s .

Descrip t ions of the mechanisms fo r granting and accounting fo r  fuel t ;  x 
exemptions are summarized below.

MASSACHUSETTS

Fuel o i l  dea lers  that s e l l  only heating fuel are licensed and regulated by 
loca l governments in Massachusetts as these sa les  are exempt from the fuel ta x .  
A l l  other dealers are c la s s i f ie d  as "supp lie rs"  and must be l icensed . 
Suppliers buy fuel in bulk without an applied ta x ,  and pay taxes depending on 
the nature of fuel use. These dealers are required to f i l e  monthly returns 
documenting a l l  taxable and nontaxable disposal of fu e ls .  This information 
includes the names of the tax-exempt purchasers, although exemption c e r t i f i ­
cates are not used. The Department of Revenue sys tem at ica l ly  audits licensed 
d ea le rs .

2
■Jack Frangiamone, a ss is ta n t  c h ie f ,  Massachusetts Department o f Revenue, 

D iv is io n  of E xc ise , personal communication, March 15, 1989.
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MINNESOTA

Although dealers who d is t r ib u te  fuel to tanks which commercial build ing owners 
use only fo r  heating purposes are not required to c o l le c t  taxes on the fuel or 
provide s p e c i f ic  exemption documentation, they must re ta in  invo ices fo r  audits 
conducted by the Department of Revenue. Minnesota l icen ses  dealers  and bulk 
purchasers who purchase d iese l fu e ls  fo r  multipurpose uses. These e n t i t ie s  
must f i l e  monthly tax reports documenting the type of use fo r  a l l  fuel 
consumed. When fuel consumed fo r  off-highway use i s  exempted from the 20 cents 
per gallon excise  tax , i t  then becomes subject to Minnesota's s i x  percent sales 
tax .

OHIO

In the absence o f sta tu to ry  provis ions fo r  c e r t i f i c a t e s  of use, Ohio employs 
a system in which s e l le r s  may v o lu n ta r i ly  obtain w ritten  documentation of the 
intended use of d iese l fu e ls  from purchasers. Without such statements, the 
Department of Taxation w i l l  hold a d is t r ib u to r  l i a b le  fo r  assessments i f  a 
consumer uses fuel fo r  taxable purposes a f te r  purchasing the fuel fo r 
nontaxable uses. D is tr ib u to rs  are u lt im ate ly  responsible--through monthly tax 
re tu rn s -- fo r  documenting the d ispo s it io n  of fu e ls  through a l l  taxab le and 
nontaxable s a le s .  The Department o f  Taxation conducts audits on the basis of 
perceived accounting d iscrepanc ies .

OREGON

There i s  r e la t i v e ly  l i t t l e  regulation o f specia l fuel use iri Oregon. Although 
Oregon's fuel tax  laws (Attachment A) contain l icen s in g  requirements and 
mandate monthly statements from d ea le rs , specia l fu e ls  such as d iese l fu e ls  
are iaxed only when they go into fuel tanks o f veh ic le s  which are used on 
highways. Those using specia l fu e ls  fo r  nontaxable off-highway use are thus 
not o rd in a r i ly  taxed. The Department of Motor Vehicles i s  charged with fuel 
tax  c o l le c t io n  and audit r e s p o n s ib i l i t ie s .  According to Jay  Morganson, fuel 
tax  auditor for the Department o f Motor V eh ic les , the department is  la rg e ly  
uninformed about the types of off-highway use fo r  which specia l fuel sa les  are 
made, s ince fuel dealers (other than se rv ice  s ta t io n s )  have no tax co l le c t in g  
r e s p o n s ib i l i t ie s .

3
Larry  Tremble, Minnesota Petroleum Tax O ff ic e ,  personal communication, 

March 15, 1989.

4Jim Jarsabeck, Ohio Department of Taxation , Motor Fuels D iv is io n , 
personal communication, March 15, 1989.
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PENNSYLVANIA

The sta te  of Pennsylvania requires c e r t i f i c a t e s  o f use fo r  v e r i f i c a t io n  of 
exemptions from one o f two elements of i t s  tax  structure  that apply to heating 
fu e ls .  The sta te  imposes an Oil Franchise Tax on o i l  companies fo r the 
p r iv i le g e  of doing business in the s ta te . Under th is  ta x ,  o i l  companies are 
taxed fo r  a l l  fuel that i s  used to propel veh ic les  designed fo r  highway use. 
Companies are e n t it le d  to obtain exemptions from taxation upon rece ip t  of an 
exemption c e r t i f i c a t e  from the purchaser of the fu e l .  The c e r t i f i c a t e  must 
spec ify  the type of use fo r  which the fuel i s  intended. According to Paul 
Sload of the Pennsylvania Bureau of Motor Fuel Taxes, small d is t r ib u to rs  often 
e le c t  to be c la s s i f ie d  as o i l  companies. These d is t r ib u to rs  may then 
purchase o i l  from la rg e r  companies without i n i t i a l l y  paying the franch ise  tax , 
and rece ive  tax exemptions fo r  fuel sold fo r  nonhighway use. Consumers who 
u?e fuel sold by these companies fo r nonhighway uses ( inc lud ing commercial 
build ing heating) must f i l e  c e r t i f i c a t e s  of use to v e r i f y  th e i r  in tentions of 
off-highway fuel use.

The second element of the Pennsylvania tax  s tructu re  i s  a Fuel Use Tax which 
i s  a more general tax  applied to a l l  fuel going into highway gas tanks. Any 
e n t ity  that makes bulk purchases of fuel intended fo r use in an over-the-road 
v e h ic le ,  must obtain a "fuel dea le rs ' u se r 's  l ic e n s e ."  As in other s ta te s ,  
l icensees  must f i l e  monthly reports describ ing the extent of taxable and 
nontaxable fuel use.

5The tax is  structured to s h i f t  the burden of administering tax 
exemptions from government to the o i l  companies.

According to Mr. Sload, most d is t r ib u to rs  e le c t  to be c la s s i f ie d  as o i l  
companies. Without o i l  company s ta tu s , a d is t r ib u to r  e ith e r  has to guarantee 
that 100 percent of i t s  product i s  sold fo r off-highway use, or pay tax on a l l  
fuel purchased.
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WASHINGTON

Except fo r  dea lers  who d e l iv e r  only into tanks connected to heating equipment, 
fuel o i l  dealers in Washington are required to be licensed . Licensed dealers 
are subject to audit by the s ta te , and must re ta in  invo ices from fuel sold for 
non-taxable purposes. Consumers who re g u la r ly  make bulk purchases of "specia l 
fu e ls "  such as d iese l (or heating fuel No. 2) fo r  nonhighway uses must obtain 
a "specia l fuel user l icen se "  in order to be exempt from taxes at the time of 
purchase. A ll  l icensees  must f i l e  'Aeports with the Department o f Licensing 
e ith e r  q u a rte r ly  or y e a r ly ,  depending on the magnitude of t h e i r  tax  l i a b i l i ­
t i e s .  These reports must document the quantity and purpose o f a l l  specia l fuel 
uses. Unlicensed e n t i t ie s  may claim tax refunds fo r  nonhighway use of specia l 
fu e ls  by submitting a refund claim form. The law re la t in g  to Washington's 
Special Fuel Tax is  provided in Attachment B.

I f  you have questions, please c a l l  me.

Attachmentj

n
Ildefonso L. Origenes, a ss is ta n t  adm in istra tor , Fuel Tax Section, 

Washington Department of L icensing , personal communication, March 7, 1989.



Representative Bert Sharp 
Alaska State House of Representatives 
Juneau, Alaska 
February 5, 1990

Dear Representative Sharp;

HB 183 would repeal the requirement that a motor fuel dealer obtain a 
c e r t i f i c a t e  of use. This repeal would be e f fe c t iv e  in those cases where 
the dealer has a reasonable b e l ie f  that the fuel w i l l  be used for 
non-taxable (exempt) uses.

I  would urge you most strongly to delete that provis ion from the 
b i l l .  I f  c e r t i f c a te s  of use are not obtained by the dea le r , the state  has 
e s s e n t ia l ly  no way to determine whether the fuel was used fo r  an exempt 
purpose. There would no longer be any "paper t r a i l "  that was c e r t i f ie d  to 
by the buyer of the fu e l .  As a p ra c t ica l  matter, i t  would be impossible 
to audit or even determine the use of the fu e l .

Th is would create a large "loophole" fo r  dishonest fuel buyers to run 
through, and there would be no way to stop them. Th is would create 
powerful incentives for buyers who respect the law to fo llow  s u i t ,  since 
they would be placed at a competitive disadvantage i f  they paid the tax 
and th e i r  competitors did not.

I  strongly recommend that the c e r t i f i c a t e  of use program be 
continued. I  believe that repealing i t  w i l l  re su lt  in th is  revenue source
h o i  nn  n e o a t l u  u o a l t o n o H

cc Royce Weller 
Steve Kettel 

405q



•I* A DIVISION or MAPCO ALASKA PETROLEUM

%
4

J a n u a r y  22 ,  1990

S e n a t o r  J a c k  C o g h i l l  
PO Box V, Room 30C 
J u n u e a ,  A la s k a  99811

Dear  S e n a t o r  C o g h i l l :

We would l i k e  t o  l e t  you know o f  o u r  s u p p o r t  f o r  SB #180, 
c o n c e r n i n g  C e r t i f i c a t e s  o f  Use f o r  h e a t i n g  o i l  s o l d  t o  h e a t  
c o m m erc ia l  f a c i l i t i e s .

As you a l r e a d y  know, m o to r  f u e l  t a x  i s  n o t  c o l l e c t e d  on h e a t i n g  
o i l  i f  i t  i s  n o t  t o  be  u s e d  f o r  t a x a b l e  p u r p o s e s .  T h i s  i s  b a s e d  
upon t h e  d e a l e r s  b e l i e f  o f  w h a t  t h e  f u e l  w i l l  b e  u s e d  f o r .  I n  
a l m o s t  e v e r y  c a s e ,  a d e a l e r  w i l l  know by s i g h t  w h a t  t h e  p u r c h a s e r  
w i l l  u s e  t h e  f u e l  f o r .

T h e r e f o r e ,  we b e l i e v e  t h a t  f u e l  o i l  d e a l e r s  s h o u l d  o n l y  be  
r e q u i r e d  t o  o b t a i n  a C e r t i f i c a t e  o f  Use i f  t h e r e  i s  a d o u b t  a s  t o  
w ha t  t h e  f u e l  w i l l  be  u s e d  f o r .

SB #180 would  r e l i e v e  t h e  d e a l e r s  o f  t h e  b u r d e n  o f  c o l l e c t i n g  
C e r t i f i c a t e s  o f  Use f o r  t h o s e  s a l e s  w h ic h  a r e  o b v i o u s l y  
u n t a x a b l e ,  y e t  would  p r e s e r v e  t h e  u s e  o f  t h e  C e r t i f i c a t e s  f o r  
t h o s e  s a l e s  which  we f e e l  c o u l d  be  p o t e n t i a l l y  t a x a b l e .

We hope  you w i l l  s u p p o r t  t h i s  p i e c e  o f  l e g i s l a t i o n .

S i n c e r e l y ,

C h a r l i e  C r o a n ,
O p e r a t i o n s  Manager

CC/abh

2090 Van Horn Road • Fairbanks, Alaska 99701 • (907) 456-2424



J a n u a r y  22,  1990

S e n a t o r  J a c k  C o g h i l l  
PO Box V, Room 3 0C 
J u n e a u ,  A la s k a  99811

Dear  S e n a t o r  C o g h i l l :

We would l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  t o  e x p r e s s  o u r  s u p p o r t  f o r  
SB180 e x e m p t in g  f u e l  o i l  d e a l e r s  from o b t a i n i n g  a C e r t i f i c a t e  o f  
Use f o r  f u e l  o i l  s o l d  t o  h e a t  c o m m e rc ia l  f a c i l i t i e s .

As i t  s t a n d s  now, m o to r  f u e l  t a x  n e ed  n o t  be  c o l l e c t e d  i f  a 
d e a l e r  h a s  r e a s o n a b l e  b e l i e f  t h a t  a t  t h e  t i m e  o f  t h e  s a l e  t h e  
f u e l  i s  n o t  t o  be  u s e d  f o r  t a x a b l e  p u r p o s e s .  S i n c e  h e a t i n g  f u e l  
i s  exempt from t h e  m o to r  f u e l  t a x ,  i t  s h o u l d  a l s o  be  exem pt  from 
t h e  r e q u i r e m e n t s  o f  t h e  C e r t i f i c a t e  o f  U se .

SB180 would r e l i e v e  f u e l  c i l  d e a l e r s  o f  t h e  b u r d e n  o f  c o l l e c t i n g  
C e r t i f i c a t e s  o f  Use f o r  t h o s e  s a l e s  w h ich  a r e  o b v i o u s l y  
u n t a x a b l e .

We hope  you w i l l  s u p p o r t  t h i s  p i e c e  o f  l e g i s l a t i o n .

S i n c e r e l y ,

Dean O j a i a  
T e r m in a l  Manager

DO/abh
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o f th e  c la im a n t  r e ly in g  upon a  f r a u d u le n t  in v o ic e  fo r a  p e rio d  o f no t 
m o re  th a n  one y e a r .

(b) [R e p e a le d , § 46 ch 113 S L A  1980.] (§ 5 ch  47 S L A  1955; am  § 46 
ch  113 S LA  1980)

E ffect o f  a m e n d m e n t s .  —  T h e  1 9 8 0  

a m e n d m e n t  repealed subsection (b).

S e c . 43.40.085. P r e s e r v a t io n  o f  b o o k s  a n d  r e c o r d s .  D e a le r s  a n d  
u s e r s  s h a l l  p re s e rv e  fo r th re e  y e a r s  a l l  book s a n d  re co rd s  p e r ta in in g  to 
s a le s , t r a n s fe r s , a n d  u se s  o f m o to r fu e l w h ic h  a re  ta x e d  u n d e r  th is  
c h a p te r . (§ 5 ch 158 S LA  1970)

Sec. 43.40.090. C r im in a l v io la t io n . [R e p e a le d , § 46 ch 113 S LA  
1980.]

S e c . 43.40.100. D e f in i t io n s .  I n  t h i s  c h a p te r
(1) " d e a le r ” m e a n s  a  p e rson  w ho  s e l l s  o r o th e rw is e  t r a n s fe r s  in  t h is  

s t a te  m o to r fu e l u p o n  w h ic h  th e  ta x e s  im po sed  b y  t h i s  c h a p te r  h a v e  n o t 
b een  p a id ;

(2) "m o to r fu e l” m e a n s fu e l u se d  in  a n  e n g in e  fo r th e  p ro p u ls io n  o f 
a  m o to r v e h ic le  o r a ir c r a f t , a n d  fu e l u se d  in  a n d  on w a te r c r a f t  fo r a n y  
p u rp o se , o r in  a  s t a t io n a r y  e n g in e , m a ch in e  o r m e c h a n ic a l c o n tr iv a n c e  
w h ic h  is  r u n  b y  a n  in te r n a l c o m b u s t io n  m o to r; "m o to r fu e l” does n o t 
in c lu d e

(A) fu e l c o n s ig n e d  to fo re ig n  c o u n tr ie s ;
(B) fu e l so ld  fo r u se  in  j e t  p ro p u ls io n  a ir c r a f t  o p e ra t in g  in  f l ig h t s  to  

fo re ig n  c o u n tr ie s ;
(C) fu e l u se d  in  s t a t io n a r y  p ow e r p la n t s  o p e ra t in g  a s  p u b lic  u t i l i t y  

p la n t s  a n d  g e n e r a t in g  e le c t r ic a l e n e rg y  fo r  s a le  to  th e  g e n e ra l p u b lic ;
(D) fu e l u se d  b y  n o n p ro f it p ow er a s s o c ia t io n s  o r co rp o ra tio n s fo r 

g e n e ra t in g  e le c t r ic  e n e rg y  fo r re sa le ;
(E) fu e l u se d  b y  c h a r i ta b le  in s t i tu t io n s ;
(F) fu e l w h ic h  i s  a t  le a s t  10 p e rc e n t a lco h o l b y  vo lum e ;
(G) fu e l so ld  o r t r a n s fe r r e d  b e tw e e n  q u a l i f ie d  d e a le r s ;
(H) fu e l so ld  to  fe d e ra l, s ta te , a n d  lo c a l g o v e rn m e n t a g e n c ie s  fo r 

o f f ic ia l u se ;
(I) fu e l u se d  in  s ta t io n a r y  p ow e r p la n t s  t h a t  g e n e ra te  e le c t r ic a l 

e n e rg y  fo r p r iv a te  r e s id e n t ia l c o n sum p tio n ;
(J) fu e l u se d  to h e a t  p r iv a te  o r c o m m e rc ia l b u i ld in g s  o r fa c i l i t ie s ;
(K ) fu e l u se d  fo r o th e r  n o n ta x a b le  p u rp o se s  a s  p re s c r ib e d  b y  r e g u ­

la t io n s  ado p ted  b y  th e  d e p a r tm e n t; o r
(L) fu e l u se d  in  s ta t io n a r y  p ow er p la n t s  o f  100 k w  or le s s  th a t  

g e n e ra te  e le c t r ic a l p ow er fo r c o m m e rc ia l e n te rp r is e s  n o t fo r re sa le ;
(3) " q u a l i f ie d  d e a le r "  m ean s a  p e rso n  w ho  (A) r e f in e s , (13) im p o r ts , 

(C) m a n u fa c tu r e s , (D) p ro duce s , (E) com pound s , o r  (F) w h o le s a le s  
m o to r fu e l, w ho  s a t i s f ie s  c r i t e r ia  fo r q u a l i f ie d  d e a le r s  e s ta b lis h e d  b y  
th e  d e p a r tm e n t b y  r e g u la t io n  a n d  w ho  o b ta in s  a  q u a li f ie d  d e a le r ’s  
lic e n se  from  th e  d e p a r tm e n t; 1Q1

§ 43.40.085 R e v e n u e  a n d  T a x a t i o n § 43.40.100



§ 43.40.110 A l a s k a  S t a t u t e s § 43.43.160

(4) " u s e r ” m e a n s  a  p e rso n  c o n s u m in g  o r u s in g  m o to r fu e l, w ho  e it h e r
(A) p u rc h a s e s  th e  fu e l o u t o f  th e  s t a te  a n d  sh ip s  i t  in to  th e  s ta te  fo r 

p e rso n a l u se  in  th e  s ta te ;
(B) m a n u fa c tu r e s  th e  fu e l in  th e  s ta te ; o r
(C) p u rc h a s e s  o r r e c e iv e s  fu e l in  th e  s t a te  th a t  i s  n o t ta x e d  a t  th e  

t im e  o f p u rc h a se  o r r e c e ip t o r  i s  ta x e d  a t  a  ra te  th a t  i s  le s s  th a n  th e  r a te  
p re s c r ib e d  b y  A S  43.40.010. (§ 48-5-1 AC  L A  1949; am  § 1 ch  56 S L A  
1949; am  § 9 ch  47 S L A  1955; am  § 26 ch 70 S L A  1964; am  §§ 6, 7 ch 
158 S L A  1970; am  § 1 ch  74 S L A  1972; am  § 5 ch  116 S L A  1977; am  
§ 10 ch 83 S L A  1980; am  §§ 10 —  12 ch  82 S L A  1982; am  § 4 ch  87 
S L A  1983)

Revisor’s notes. — Paragraphs (3) and 
(4) were renumbered in 1983 to achieve 
alphabetical order.

E ffect o f amendments. — The 1980 
amendment added subparagraph (F) in 
paragraph (2).

The 1982 amendment, in paragraph (2), 
added subparagraphs (G)-(K); in para­
graph (3) added the subparagraphs (A) and

(B) designations, substituted "personal 
use" for "his own use” and deleted "or” 
from the end, in subparagraph (A), added 
"or” to the end of subparagraph (B), and 
added subparagraph (C); and added para­
graph (4).

The 1983 amendment added paragraph 
<2)(L).

Secs. 43.40.110 —  43.40.120. A d d i t io n a l t a x  le v y  on tr a n s fe r s  o r  
co n sum p tio n  o f  m o to r  f u e l .  [R e p e a le d , § 8 ch  158 S LA  1970.]

Chapter 43. D isaster Taxes.
Secs. 43.43.010 —  43.43.060. D is a s te r  r e l i e f  ta x . [R e p e a le d , § 1 ch  

48 S L A  1969.]
S ecs . 43.43.110 —  43.43.160. D is a s t e r  S e v e ra n ce  ta x . [R e p e a le d , § 2 

ch 247 S L A  1970.]

Chapte r 45. School Tax.
[R e p e a le d , $ 3 ch 166 S L A  1976; § 2 ch  64 S LA  1980; § 46 ch 113

S L A  1980.]

Chapte r 50. Tobacco Tax.
Article

1. Cigarette Tax Act (§§ 43.50.010 — 43.50.180)
2. Additional Cigarette Tax (§ 43.50.190)

Co lla tera l references. — 51 Am. Jur. 
2d, Licenses and Permits. §§ 5,16; 71 Am.

Jur. 2d, State and Local Taxation, § 615. 
53 C.J.S., Licenses, § 30.

:  ■ • • •
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MEMORANDUM

To: S e n a t o r  L loyd  J o

From: S e n a t o r  J a c k  Cog 

Re: SB 180

D a te :  F e b r u a r y  24 ,  198

I  would  l i k e  t o  r e q u e s t  you  t o  s c h e d u l e  SB 180,  "an  A c t  
r e l a t i n g  t o  t h e  e x e m p t io n s  f rom t h e  m o to r  f u e l  t a x ,  and  
e x t e n d i n g  t h e  e x e m p t io n  f rom t h e  r e q u i r e m e n t  o f  o b t a i n i n g  a  
c e r t i f i c a t e  o f  u s e  t o  f u e l  s o l d  t o  h e a t  c o m m e rc ia l  p r e m i s e s ;  
and  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e "  f o r  a  h e a r i n g  i n  t h e  
S e n a t e  T r a n s p o r t a t i o n  Committee  a s  so o n  a s  p o s s i b l e .

C u r r e n t l y  i n  s t a t u t e ,  we h a v e  a n  e x e m p t io n  f rom  t h e  m o to r  f u e l  
t a x  f o r  f u e l  u s e d  t o  h e a t  p r i v a t e  o r  co m m erc ia l  b u i l d i n g s  o r  
f a c i l i t i e s  (AS 4 3 . 4 0 . 1 0 0 ( 2 ) ( J ) ) .  However,  i n  o r d e r  f o r  a f u e l  
d e a l e r  t o  o b t a i n  t h e  e x e m p t io n  f o r  a com m erc ia l  b u i l d i n g ,  t h e  
d e a l e r  m u s t  o b t a i n  a c e r t i f i c a t e  o f  u s e  (AS 4 3 . 4 0 . 0 1 0 ( 1 ) ) .  
D e a l e r s  do n o t  h a v e  t o  o b t a i n  a  c e r t i f i c a t e  o f  u s e  f o r  f u e l  
u s e d  t o  h e a t  p r i v a t e  r e s i d e n c e s ,  b u t  t h e y  h a v e  t o  f o r  f u e l  
u s e d  t o  h e a t  c o m m erc ia l  b u i l d i n g s .

SB 180 e l i m i n a t e s  t h e  c e r t i f i c a t e  o f  u s e  r e q u i r e m e n t  f o r  f u e l  
u s e d  t o  h e a t  a  c o m m erc ia l  b u i l d i n g .  I  h a v e  e n c l o s e d  a  copy  o f  
a  memo from L e g a l  S e r v i c e s ,  c o p i e s  o f  t h e  r e l e v a n t  s t a t u t e s  
and r e g u l a t i o n s  and a  l e t t e r  f rom P e t r o  S t a r  I n c .  I f  you h a v e  
any q u e s t i o n s  a f t e r  r e v i e w i n g  t h e  m a t e r i a l ,  p l e a s e  f e e l  f r e e  
t o  c o n t a c t  me.
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M E M O R A N D U M  F e b r u a r y  25,  1989

SUBJECT: SB 180: M otor  f u e l  t a x  (AS 4 3 .4 0 )  -
e x e m p t io n  r e l a t i n g  t o  f u e l  u s e d  i n  com m erc ia l  
p r e m i s e s

TO: S e n a t o r  J a c k  C o g h i l l
vFROM: J a c k  Chenoweth

L e g i s l a t i v e

T h is  b i l l  i s  n o t  e a s y  t o  e x p l a i n .  S u f f i c e  t o  say  t h a t  t h e  
n e t  e f f e c t — t h e  b o t to m  l i n e - - i s  t o  r e s p o n d  t o  Walt  
S c h l o t f e l d t 1s r e q u e s t  by e x e m p t in g  from t h e  c e r t i f i c a t e  o f  
u s e  r e q u i r e m e n t s  f u e l  u s e d  t o  h e a t  co m m erc ia l  p r e m i s e s .

T h ere  i s  a m o to r  f u e l  t a x  (AS 4 3 . 4 0 ) .  T h ere  i s  an e x em p t io n  
f rom t h e  t a x  f o r  f u e l  u s e d  t o  h e a t  " p r i v a t e  o r  com m erc ia l  
b u i l d i n g s  o r  f a c i l i t i e s "  (AS 4 3 . 4 0 . 1 0 0 ( 2 ) ( J ) ) .  The f u e l  
d e a l e r  may c l a i m  t h e  t a x  ex em p t io n  f o r  f u e l  r e q u i r e d  f o r  
h e a t  i n  a p r i v a t e  d w e l l i n g  (AS 4 3 . 4 0 . 0 1 0 ( 1 )  i n  c u r r e n t  l a w ) ,  
b u t  i n  o r d e r  t o  c l a i m  t h e  e x em p t io n  f o r  a c o m m erc ia l  b u i l d ­
i n g ,  t h e  d e a l e r  must  o b t a i n  a c e r t i f i c a t e  o f  u s e  
(AS 4 3 . 4 0 . 0 1 0 ( 1 )  i n  c u r r e n t  l a w ) .

T h is  b i l l  e l i m i n a t e s  t h e  c e r t i f i c a t e  o f  u s e  r e q u i r e m e n t  f o r  
f u e l  u s e d  t o  h e a t  a com m erc ia l  b u i l d i n g .

The r e q u i r e m e n t s  and e x c e p t i o n s  a r e  a l l  w rap ped  up t o g e t h e r  
i n  AS 4 3 . 4 0 . 0 1 0 ( 1 )  i n  c u r r e n t  law .  AS 4 3 . 4 0 . 0 1 0 ( 1 )  i s  a 
d r a f t e r ' s  n i g h t m a r e .  R a t h e r  t h a n  make i t  more complex ,  I 
d e c i d e d  t o  s t a r t  o v e r .

T h i s  b i l l  ( i n  b i l l  s e c t i o n  3 ) r e p e a l s  AS 4 3 . 4 0 . 0 1 0 ( 1 )  and 
r e p l a c e s  t h e  m a t e r i a l  i n  i t  w i t h  a new s e c t i o n ,  AS 4 3 ,4 0 .0 1 5  
(b i l l  s e c t i o n  1 ) .  AS 4 3 . 4 0 . 0 1 5 ( a )  and (b) m e r e ly  r e p e a t  th e  
s u b s t a n c e  o f  t h e  r e p e a l e d  p r o v i s i o n s  i n  a t i d i e r ,  l e s s  
c o n v o l u t e d  f o r m a t .  Note  t h a t  AS 4 3 . 4 0 . 0 1 5 ( b )  c o n t i n u e s  th e  
c e r t i f i c a t e  o f  u s e  r e q u i r e m e n t .  AS 4 3 . 4 0 . 0 1 5 ( c )  s e t s  o u t  
e x e m p t io n s  from o b t a i n i n g  a c e r t i f i c a t e  o f  u s e  i r  o r d e r  to  
s e c u r e  t h e  t a x  e x e m p t io n .  The s p e c i f i c  p r o v i s i o n s  i d e n ­



Senator Jack Coghill
Page 2
February 25, 1989

t i f i e d  i n  p a r a g r a p h s  ( c ) ( 1 )  and ( c ) ( 3 )  a p p e a r  i n  c u r r e n t  
law:  ( c ) ( 1 )  i s  a c r o s s - r e f e r e n c e  t o  " f u e l  w h ich  i s  a t  l e a s t  
10 p e r c e n t  a l c o h o l  by v o lu m e " ,  and  ( c ) ( 3 )  makes a r e f e r e n c e  
t o  t h e  e x e m p t io n  a u t h o r i z e d  by AS 4 3 . 4 0 . 1 0 0 ( 2 ) ( K ) . These  
a r e  j u s t  m e r e ly  c a r r i e d  f o r w a r d  w i t h o u t  ch an g e  f rom  t h e  e x ­
i s t i n g  law.

The e x c e p t i o n  a d d r e s s e d  i n  AS 4 3 . 4 0 . 0 1 5 ( c ) ( 2 )  o f  t h i s  b i l l  
i s  an e x c e p t i o n  from t h e  c e r t i f i c a t e  o f  u s e  r e q u i r e m e n t  f o r  
a l l  " f u e l  t o  h e a t  p r i v a t e  o r  c o m m erc ia l  b u i l d i n g s  o r  f a c i l ­
i t i e s . "  In  o t h e r  w o r d s ,  i f  t h i s  b i l l  i s  e n a c t e d  a s  d r a f t e d ,  
d e a l e r s  l i k e  y o u r  c o n s t i t u e n t  w ou ld  no l o n g e r  be  r e q u i r e d  t o  
s e c u r e  a c e r t i f i c a t e  o f  u s e  t o  s u p p o r t  a t a x  e x e m p t io n  c l a i m  
f o r  f u e l  u s e d  n o t  o n ly  f o r  p r i v a t e  b u i l d i n g s ,  a s  a u t h o r i z e d  
u n d e r  c u r r e n t  law ,  b u t  a l s o  f o r  f u e l  d e l i v e r e d  to  h e a t  com­
m e r c i a l  b u i l d i n g s .

B i l l  s e c t i o n  4 g i v e s  t h e  change  a  J u l y  1, 1989 e f f e c t i v e  
d a t e ,  i n  o t h e r  w o rd s ,  a t  t h e  s t a r t  o f  t h e  n e x t  f i s c a l  y e a r .

B i l l  s e c t i o n  2 makes a t e c h n i c a l  chan g e  t o  a c c o u n t  f o r  t h e  
r e p e a l  o f  AS 4 3 . 4 0 . 0 1 0 ( 1 )  and t h e  s u b s t i t u t i o n  o f  
AS 4 3 . 4 0 . 0 1 5 .

I f  t h i s  memorandum o r  t h e  b i l l  p ro m p ts  q u e s t i o n s ,  p l e a s e  
c o n t a c t  me.

JBC.-kb
wkk2/1052

E n c l o s u r e
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N o r t h  Pole, Alaska 9 9 7 0 5

W a l t  S c h l o t f e l d t
President

J a n u a r y  30,  1989

H o n o r a b le  J a c k  C o g h i l l  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .C .  Box V (MS 3100)
J u n e a u ,  A l a s k a  99811

O W | C -
D ear  s^rw«^Tr C o g h i l l :

The m o to r  f u e l  t a x  r e g u l a t i o n s  w h ic h  we m u s t  l i v e  w i t h  (15 
AAC 40) h a v e  two p r o b l e m s :  (1) we m us t  r e c e i v e  c e r t i f i - y /
c a t e s  o f  u s e  f o r  c o m m e rc ia l  b u i l d i n g s  w h ich  w i l l  o b v i o u s l y  
u s e  t h e  f u e l  f o r  h e a t i n g ;  and  (2) we a l s o  m u s t  r e c e i v e  c e r ­
t i f i c a t e s  o f  u s e  f o r  c o m m e r c i a l l y  owned r e s i d e n t i a l  b u i l d ­
i n g s .

T h e s e  r e g u l a t i o n s  n e ed  t o  be  c h a n g e d .  We a r e  n o t  r e q u i r e d  
t o  r e c e i v e  c e r t i f i c a t e s  o f  u s e  (15 AAC 4 0 . 0 4 0 (fc)) f o r  f u e l  
s o l d  t o  p r i v a t e  r e s i d e n c e s ,  b u t  we m us t  f o r  a l l  co m m erc ia l  
b u i l d i n g s  i n c l u d i n g  c o m m e r c i a l l y  owned r e s i d e n c e s .  Con­
t r a r y  t o  t h i s ,  t h e  t a x  i s  n o t  c o l l e c t e d  f o r  any h e a t i n g  
p u r p o s e s  (AS 4 0 . 4 3 . 4 0 . 0 1 0 ( 1 ) ,  and h e a t i n g  f u e l  i s  s p e c i f i ­
c a l l y  n o t  d e f i n e d  (AS 4 0 . 4 3 . 4 0 . 1 0 0 ( 2 ) ( j ) a s  a " m o to r  f u e l " .  
I f  we a r e  n o t  t o  c o l l e c t  t a x  on any  " f u e l  u s e d  t o  h e a t  p r i ­
v a t e  o r  c o m m e rc ia l  b u i l d i n g s  o r  f a c i l i t i e s "  (AS 4 0 . 4 3 . 4 0 . -  
1 00 (2 )  ( j ) ) ,  why m us t  we o b t a i n  c e r t i f i c a t e s  o f  u s e  f o r  f u e l  
s o l d  t o  h e a t  c o m m e rc ia l  b u i l d i n g s  o r  c o m m e r c i a l ly  owned 
p r i v a t e  r e s i d e n c e s  (15 AAC 4 0 . 0 3 0 ) ?

I n  a d d i t i o n  t o  r e q u i r i n g  c e r t i f i c a t e s  o f  u s e  f o r  c u s t o m e r s  
who p u r c h a s e  n e a r i n g  f u e l ,  we m u s t  r e p o r t :  m o n th ly  a l l  non­
t a x a b l e  f u e l  s a l e s  (15 AAC 4 0 . 0 7 0 ( a ) ( 5 ) ) ,  i n c l u d i n g  h e a t i n g  
f u e l  s a l e s  made d u r i n g  t h e  month .

I  w ou ld  l i k e  t o  r e q u e s t  t h a t  you n o t  s i m p ly  c h a n g e  t h e  r e g -  
u l c  t i o j i s  w h ich  a p p l y  t o  c e r t i f i c a t e s  o f  u s e  c u r r e n t l y  r e ­
q u i r e d  f o r  f u e l  u s e d  t o  h e a t  b u i l d i n g s  o r  f a c i l i t i e s .
P l e a s e  t a k e  t h i s  one  s t e p  f u r t h e r  and s i m p ly  t a k e  h e a t i n g  
f u e l  c o m p l e t e l y  o u t  o f  t h e  Motor  F u e l  Tax l a w s  and r e g u l a ­
t i o n s .  H e a t i n g  f u e l  i s  nob t a x a b l e ,  n o r  s h o u l d  we o r  o u r  
c u s t o m e r s  h a v e  t o  r e p o r t  t h r o u g h  c e r t i f i c a t e s  o f  u s e  and 
m o n th ly  r e p o r t s  s a l e s  o f  h e a t i n g  f u e l .  H e a t i n g  f u e l  i s  a l ­
r e a d y  p r e c l u d e d  from t h e  d e f i n i t i o n  o f  "M otor  F u e l "  (AS 
4 0 . 4 3 . 4 0 . 1 0 0 ) ,  t h e r e f o r e ,  i t  s h o u l d  n o t  e v e n  be  d e a l t  w i t h  
i n  t h e  s t a t u t e  o r  t h e  acco m p an y ing  r e g u l a t i o n s .  P e r h a p s  AS 
4 0 . 4 3 . 4 0 . 0 1 0 ( 1 )  s h o u l d  b e  amended t o  r e a d :  " I f  a d e a l e r

j ^ c / \ U p  / e  r
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h a s  a  r e a s o n a b l e  b e l i e f  a t  t h e  t i m e  o f  s a l e  o r  t r a n s f e r  
t h a t  f u e l  t h a t  i s  s o l d  o r  t r a n s f e r r e d  i s  t o  b e  u s e d  a s  mo­
t o r  f u e l . . . ' ' ^  Then t h e  law  would  a p p l y  o n l y  t o  t a x a b l e  f u ­
e l s  and n o t  i n c l u d e  h e a t i n g  f u e l .  We would  t h e n  p r e s u m a b l y  
do away w i t h  a l o t  o f  p a p e rw o rk  i n  t h e  form o f  c e r t i f i c a t e s  
o f  u s e  and  m o n th ly  r e p o r t s  o f  a l l  t a x - e x e m p t  s a l e s  o f  h e a t ­
i n g  f u e l .

Your  a s s i s t a n c e  i n  t h i s  m a t t e r  i s  a p p r e c i a t e d .

S i n c e r e l y ;

W al t  S c h l o t f e l d t

WPS: pm 
W.90112-2
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Iclei»l«ue IULI/1 *11115*0730 p .a Hu* htij?39
7olocoutar 1(5071 <K)!3-(5057 North Polo. Alaska 99705
telexfm-tjue Walt  Schlotfeldt

President

March 6, 1989

Mr. Royca B. W e l l e r  
S p e c i a l  A s s i s t a n t  C om m iss ioner  
D e p a r tm en t  o f  Revenue 
Box S
J u n e a u ,  A la s k a  99811 

Dear  Mr. W e l l e r :

I  am w r i t i n g  i n  r e g a r d  t o  t h e  c e r t i f i c a t e s  o f  u s e  
r e q u i r e m e n t  f o r  h e a t i n g  f u e l  f o r  com m erc ia l  f a c i l i t i e s .  
C o l l e c t i o n  o f  a m o to r  f u e l  t a x  on d i e s e l  f u e l  i s  t h e  
r e s p o n s i b i l i t y  o f  t h e  d e a l e r ,  f o r  he  i s  t h e  o n l y  one who 
c an  d e t e r m i n e  what  t h e  u s e  o f  t h e  f u e l  w i l l  b e .  No m at­
t e r  w ha t  a u d i t i n g  p r o c e d u r e s  a r e  u s e d ,  t h i s  w i l l  be  t h e  
c a s e .  The p e r s o n  making t h e  d e l i v e r y ,  i n  a l m o s t  e v e r y  
c a s e ,  knows by s i g h t  wha t  t h e  f u e l  w i l l  be  u s e d  f o r ,  
t h e r e f o r e ,  i f  t h e  d e a l e r  f e e l s  t h a t  t h e  u s e  o f  t h e  f u e l  
w i l l  be a s  p r e s c r i b e d  by t h e  m o to r  f u e l  t a x  law s  and t h a t  
t h e  t a x  s h o u l d  be  c o l l e c t e d ,  he  w i l l  c h a r g e  f o r  t h e  t a x .  
I f  he  d o e s  n o t  c h a r g e  t h e  t a x ,  he  w i l l  s u r e l y  g e t  a c e r ­
t i f i c a t e  o f  u s e  t o  p r o t e c t  h i m s e l f  from t h e  l i a b i l i t y  o f  
p o t e n t i a l l y  p a y in g  t h e  t a x  a t  a  f u t u r e  t i m e .

S i n c e  h e a t i n g  f u e l  i s  exempt f rom t h e  t a x ,  i t  s h o u l d  a l s o  
be  exem pted  from t h e  r e q u i r e m e n t s  o f  t h e  c e r t i f i c a t e s  o f  
u s e .  C e r t i f i c a t e s  o f  u s e  s h o u l d  o n l y  be  u se d  i n  t h o s e  
c a s e s  where  t h e  p u r c h a s e r  o f  t h e  f u e l  c o u l d  p o t e n t i a l l y  
u s e  t h e  f u e l  a s  a m o to r  f u e l .  T h i s ,  t h e n ,  would p r o t e c t  
t h e  d e a l e r  and p l a c e  t h e  b u rd e n  o f  f u t u r e  t a x  l i a b i l i t y  
on t h e  p u r c h a s e r .  To r e q u i r e  t h e  d e a l e r  t o  o b t a i n  a c e r ­
t i f i c a t e  o f  u s e  from a l l  h e a t i n g  f u e l  u s e r s  i s  o v e r k i l l ,  
and i s  c a u s i n g  t h e  d e a l e r s  t o  i n c u r  a d d i t i o n a l  a d m i n i s ­
t r a t i v e  e x p e n se  b o t h  i n  e n s u r i n g  t h a t  a l l  c e r t i f i c a t e s  
a r e  r e c e i v e d  from t h e i r  c u s t o m e r s  and i n  c o r r e s p o n d i n g  
w i t h  t h e  c u s t o m e r s  a b o u t  t h e i r  c e r t i f i c a t e s .  C e r t i f i ­
c a t e s  o f  u s e  a r e  a l s o  n o t  v e r y  p o p u l a r  w i t h  o u r  c u s ­
t o m e r s ,  who a l r e a d y  f e e l  t h e  b u rd e n  o f  p a p e rw o rk  
r e p o r t i n g  r e q u i r e m e n t s  w i t h i n  t h e i r  own b u s i n e s s e s .

f r O y  \/2>

A n  AHiltnie til Arctic Slnpn Itiitiuiiuii Oniiininllon
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I f  c e r t i f i c a t e s  o f  u s e  w e r e  n o t  r e q u i r e d ,  o n  c o m m e r c i a l  
f a c i l i t i e s ,  b u t  o n l y  i n  t h e  c a s e  w h e r e  t h e  d e a l e r  s u s ­
p e c t e d  u s e  a s  d i e s e l  fuel, t h e n  t h e  a u d i t o r  wou?.d h a v e  a 
c l e a r  l i s t  o f  t h o s e  i n d i v i d u a l s  w h o  m a y  h a v e  u s e d  t h e  
f u e l  f o r  t a x a b l e  p u r p o s e s  a n d  n o t  p a i d  t h e  t a x .  A s  i t  
is, a u d i t o r s  m u s t  r e v i e w  a l l  s a l e s  t o  d e t e r m i n e  i f  t h e r e  
a r e  t h o s e  c u s t o m e r s  w h o  p e r h a p s  s h o u l d  h a v e  p a i d  t h e  tax,  

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

s h o u l d  o n l y  b e  r e q u i r e d  f o r  t h o s e  c o m m e r c i a l  c u s t o m e r s  
w h o  t h e  d e a l e r  s u s p e c t s  a r e  u s i n g  t h e  f u e l  f o r  t a x a b l e  
p u r p o s e s .  T h i s  w o u l d  c a s e  t h e  b u r d e n  o f  t h e  a u d i t o r  i n  
t r a c k i n g  s a l e s  in w h i c h  t h e  t a x  is u n c o l l e c t e d .  I n  o r d e r  
t o  e n s u r e  t h a t  t h e  d e a l e r  is t r u l y  r e c e i v i n g  c e r t i f i c a t e s  
in t h o s e  c a s e s  w h e r e  h e  s u s p e c t s  t h e  f u e l  is u s e d  f o r  
t a x a b l e  r e a s o n s ,  t h e  a u d i t o r  c o u l d  r e v i e w  t h e  i n v o i c e s ,  
w h i c h  g e n e r a l l y  h a v e  a h i g h  d e g r e e  o f  d e s c r i p t i o n  a s  t o  
t h e  c u s t o m e r ' s  n a m e ,  d e l i v e r y  l o c a t i o n  a n d  t a n k  s i z e  a n d  
o t h e r  i n f o r m a t i o n  i n c l u d i n g  t h e  c u s t o m e r ' s  n a m e .  I h a v e  
e n c l o s e d  s o m e  c o p i e s  o f  o u r  d e l i v e r y  i n v o i c e s  f o r  y o u r  
p e r u s a l  s o  t h a t  y o u  c a n  s e e  w h a t  I m e a n .  T h i s  is s p e c i f ­
i c a l l y  w h a t  t h e  a u d i t o r s  c u r r e n t l y  d o  t o  d e t e r m i n e  if t h e  
d e a l e r  h a s  c o l l e c t e d  t h e  t a x  o r  c e r t i f i c a t e s  o f  u s e  f r o m  
t h e  a p p r o p r i a t e  c u s t o m e r s .

I t h i n k  i t  iia i n  t h e  D e p a r t m e n t  o f  R e v e n u e ' s  b e s t  i n t e r­

e s t s  t o  h a v a  d e a l e r s  r e c e i v e  c e r t i f i c a t e s  o f  u s e  o n l y  f o r  

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

W e  a r e  n o t  a s k i n g  t h a t  o u r  m o n t h l y  r e p o r t s  o f  v o l u m e  
s o l d ,  t a x a b l e  a n d  u n t a x a b l e  u n d e r  t h e  v a r i o u s  c a t e g o r i e s ,  
b e  d i s c o n t i n u e d .  T h e s e  r e p o r t s  are, I b e l i e v e ,  t h e  b a s i s  
f o r  y o u r  r e p o r t i n g  t o  t h e  F e d e r a l  G o v e r n m e n t .  I b e l i e v e  
t h a t  S B - 1 8 0  a n d  H B - 1 8 3  w o u l d  r e l i e v e  u s  o f  t h e  b u r d e n  o f  
c o l l e c t i n g  c e r t i f i c a t e s  o f  u s e  f o r  t h o s e  s a l e s  w h i c h  a r e  
o b v i o u s l y  u n t a x a b l e ,  y e t  w o u l d  p r e s e r v e  t h e  u s e  o f  t h e  
c e r t i f i c a t e s  f o r  t h o s e  s a l e s  w h i c h  w e  f e e l  c o u l d  p o t e n ­
t i a l l y  b e  t a x a b l e .  I f  t h e  s a m e  e l i m i n a t i o n  o f  t h e  r e ­
q u i r e m e n t  t o  o b t a i n  c e r t i f i c a t e s  o f  u s e  c a n  b e  a c c o m ­

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



PETRO STRR

M r .  R o y a e  B, W e l l e r  
M a r c h  6, 1 9 8 9  
P a g e  3

I f  I c a n  p r o v i d e  a n y  f u r t h e r  I n f o r m a t i o n  o r  a n s w e r  a n y  
q u e s t i o n s ,  p l e a s e  c a l l  m e .  I n  t h e  e v e n t  I a m  u n a v a i l ­
a b l e ,  y o u  m a y  w i s h  t o  c o n t a c t  B o b  M e a t h ,  S o u r d o u g h  F u e l  
( 4 5 6 - 7 7 9 8 ) ,  s h o u l d  y o u  h a v e  a n y  q u e s t i o n s ,  I l o o k  f o r ­
w a r d  t o  h e a r i n g  f r o m  y o u ,

s i n c e r e l y ,

W a l t  S c h l o t f e l d t  
P r e s i d e n t

E n c l o s u r e s
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