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119 N. Cushman. Ste. 205
Fairbanks, AK 99701

Representative Tom Brice "=
ALASKA STATE LEGISLATURE Juneas AR 0801182

907-465-3466

MEMORANDUM
TO: Representative Bill Hudson, Chairman
House Labor & Commerce Committee
FROM Representative Tom Brie
DATE January 11, 1994
SUBJECT: Hearing for HB 325

I would appreciate your scheduling a hearing for HB 325, which
deals with motorcycle safety, at your earliest convenience.

During the interim, DOT&PF attempted to find a way through existing
statute in AS 28.35.245 to mandate motorcycle operators to wear a
helmet. That interpretation would violate the legislative intent
of the statute.

HB 325 will clarify legislative intent with regards to helmet laws,
and closes any potential loopholes found by the department.
Additionally, HB 325 will improve motorcycle safety by enhancing
efforts in this area within the state highway safety program.

Thank you.

District so



The new federal highway act, ISTEA, requires each state to adopt
a mandatory helmet law. The penalty for noncompliance in the first
year (FY95) 1is 1.5% of federal transportation funding which must
be transferred from DOT&PF to the 402 fund for safety, training,
and enforcemem , Each year thereafter for the remaining four years
of the act 3% will be moved. Depending on whether the act is fully
funded by the US Congress, in FY95 $2.6 million would go to the 402
fund, and $5.2 million in each of the following years. Over the
life of ISTEA the total would be about $23.5 million.

During the interim, the state"s Attorney General®"s office, 1in an
attempt to bring Alaska into compliance with ISTEA mandates, issued
an opinion supporting the state®"s ability to mandate the use of a

helmet for motorcycle operators. The opinion®s argument revolved
around the use of "singularly licensed to drive a motorcycle".
Although the opinion has been withdrawn, this is a new

interpretation of a statute that has been on the books since 1976,
and is contrary to legislative intent and current enforcement
policy.

To address this, HB 325 simply eliminates the word ’-Lingularly".
To ensure that some of these funds would be used for 1improving
motorcycle safety, a motorcycle safety program would be established
under DOT&PF.

District 3o
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MEMORANDUM otate of Alaska

Department of Law

T: The Honorable Bruce Campbell Tr September 28, 1993
Commissioner
Department of Transportation PILE NO

and Public Facilities
TEL. NO: 465-3603

sgjECT.  Motorcycle Helmet Law

™om: Deborah Vogtj"/
Assistant Attorney General
Transportation Section-Juneau

You have asked for an interpretation of the statutory and
regulatory requirements for motorcycle helmets in Alaska.

AS 28.35.250 provides:

() A person who has reached the age of
majority as defined by AS 25.20.010 may not be
required to wear a helmet while operating a
motorcycle if the person is the holder of a license
that, under regulations adopted under AS 28.15.041,

is classified singly as a license to operate a
motorcycle.

The classes of licenses are set out 1in 13 AAC 08.150,
which is ""adopted under AS 28.15.041." While many classes license
the driver for any motor vehicle, class mi1 licenses the driver only
for "motorcycles, motor-driven cycles, and motorized bicycles,
singly or in combination with trailers or sidecars designed to be
used with these vehicles.”™ 13 AAC 08.150(b) (2) (B) - Thus, it is my

opinion that only a Class Ml license is "classified singly as a
license to operate a motorcycle."

The requirement for a helmet is set out in 13 AAC 04.350.
That regulation provides:

(a) Except as otherwise provided by statute,
a person operating or riding upon a motorcycle or

motor-driven cycle upon a public roadway must wear
protective headgear .

Thu3, this regulation makes helmets mandatory unless
"otherwise provided by statute " The only statute that

qualifies the helmet requirement 1is A§ 28.35.250(b), set out above,

prohibiting the requirement of a helmet when an adult holds a
license classified singly for motorcycles.

/IDV:ae
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§ 28.35.251

(2) the motor vehicle displays a special license plate issued to dis-
abled or handicapped persons under AS 28.10.181(d); or

(3) the motor vehicle displays a special license plate or permit, is-
sued to disabled or handicapped oersons by another state, province,
territory, or country.

(b) A person who violates this section is guilty of an infraction.
Upon conviction the court shall impose a fine of not less than $100.
(8 2 ch 11 SLA 1987)

Sec. 28.35.240. Duty to obey school patrol. [Repealed, 8§ 3 ch 68
SLA 1964.]

Sec. 28.35.245. Motorcycle helmet, (a) After January 1, 1978,
motorcycle helmets may not be manufactured or sold in Alaska that
do not conform to standards established by regulation by the commis-
sioner of public safety. The regulations must provide for helmets that

*d. § 20 ch 241 allow normal peripheral vision and hearing and minimize neck inju-
ries to the wearer potentially caused by the helmet. The adoption of
) ) ) these regulations shall be under the provisions of the Administrative
officers in this Procedure Act (AS 44.62).
[ the commis- (L) A person who has reached the age of majority as defined by AS
Inder this title. 25.20.010 may not be required to wear a helmet while operating a
|w enforcement motorcycle if the person is the holder of a license that, under regula-
title and regu- tions adopted under AS 28.15.041, is classified singly as a license to
;am § 7.ch 54 operate a motorcycle. (§ 1 ch 230 SLA 1976)

Collateral references. — 7A Am. Jur.
2d. Automobiles and Highway Traffic,

§ 210.
enforcement offi-
[; whose driver has Sec. 28.35.250. Application of law. [Repealed. § 20 ch 241 SLA
traffic offense in 1976.]

| egardless not only
wes committed
Jimifcs of the juris-

Sec. 28.35.251. Contained or confined loads, (a) A person may

jd the officer, but not drive a motor vehicle loaded with sand, gravel, rock, or similar
icle is in the terri- materials on a highway unices

,J_hglf:&'efe;fjc;%ej (1) the load is contained or confined to prevent the load from drop-
1986). ping, shifting, leaking, or escaping, except that sand or other sub-

stances may be dropped, sprinkled, or sprayed for the purpose ofclean-
ing or maintaining the highway or providing traction; and

t2) the load is subjected to treatment by methods, approved by the
coimrdssioner by regulation, designed to settle the load or remove

Ilppelgceprz;t:\r;gd loose material before the vehicle is driven on the highway.

(b) Ifa coveris used to contain or confine a load being driven on a
'? highway, the cover shall be securely fastened to prevent the cover
artment under from becoming loose or detached, or from being a hazard to other users

of the highway. (8 1 ch 62 SLA 1986)
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§1205.1

tut This information should be provided
for e&ch aubelement training task on the
Uam contained In Attachment EL "Training
Activities Information."

a Evaluation of proposed training Sfltjyi*
ties by the Staten and NHTSA and PHWA
Regional Officesshould be baaed on the Lu-
atodlctlon's ceedo, the objectives of the
trainin?, and the likelihood that the train-
ing will accomplish the intended objective*.
Unique proposals and those generating
q#estions_of eligibility may be referred to
the Washington office for evaluation.

d. Only those costs directly associated
with a highway traffic safety program of in-
struction should be reported as training
costs on HS Form 193 and KB Form 194.
While other costs such as salary of the
trainee are fundable under Section 402 as
non-training expenses, they should not be
Included as training expense items on these
forma.

e. At tbs completion of all training tasks,
-the form contained in Attachment Il1. "Sec-
tion 403 Record of Completed Training" will
be completed by the Governor's Representa-
tive and submitted to the FHWA and
NHTSA as apJoropriate for use in assessing
manpower evelopment and training
progress. Three copies of each form relating
to all standards will be submitted to the
NHTSA Regional Administrator who will
review each form for completeness and
transmit two copies to the Chief. Manpower
Development Division, N42-22, Office of
date and Community Comprehensive Pro-
grams. TSP. In addition, three copies of
each form relating to the FHWA adminis-
tered standards will bo submitted to the
FHW A Diylaton-Rnglneer. uao will forward
one copy to the FHWA Regional Adminis-
trator and one copy to the Director. OHS,
FHWA.

f. On depletion of Initial stock, copies of
HS Form 193. “Training Activities Informa-
tion.™ and of HS Form 194. “Section 402
Record of Completed Training," may be ob-
tained from NHTSA. General Services Divi-
sion. N45-M, Room SILL. NASSEF Building,
400 7th Street SW,, Washington, DC 20590.

[S3 PR 16337. Nov. 7.1068. Redesignated at
38 F R 10811, May 2,10731

RairoioAL Note For Pnsa&L Rbbisxz&Ci-
tations affecting f 1204.4, see the List of
CFR Sections Affected In the Finding Alda
section of this volume.

PART 1205—HIGHWAY SAFETY'PRO-
GRAMS5; DETEKMINANnCftS OF EF-

FECTIVENESS

m1208.1 dSccpe.
1305.2 ~hnpose,. ,

LEGAL SERVICES

23 CFR Ch. I! (4-1-93 Edition)

1305.3 Identification of National Priority
Program Areas.
1308.4 Funding procedures for National
Priority Program Areas.
1205.8 Funding procedures for other pro-
gramareas.
AtrrHoarrv: 23 UA.O. *02: delegations of
authority at 49 CFR 1.48 and 1.50.
8oubgk 47 FR 1S120. Apr. 8. 1982, unless
otherwise noted.

91205JL Scope.

This part Identifies those highway
safety programs that are eligible for
Federal funding under the State and
Community Highway Safety Grant
Program (23 U.S.C. 402) and specifies
the Federal funding requirements for
those programs.

81205.2 Purpose.

The purpose of Ais part Is to estab-
lish national highway safety priorities
and establish program areas within
which highway safety programs devel-
oped by the states would be eligible to
receive Federal funding.

5 1205,3 Identification of National Priori-
ty Program Areas.

(a) Under statutory previsions ad-
ministered by NHTSA, the following
NHTSA-administered highway safety
program areas have been Identified as
encompassing a major highway safety
problem which is of national concern,
and for which effective countermeas-
ures'have been Identified. Programs
developed In such areas are eligible for
Federal funding, pursuant to guide-
lines issued by the National Highway
Traffic Safety Administration and the
review’procedure set forth in §1205.4!

(1) Alcohol and Other Drug Coun-
termeasures

(2) Police Traffic Services

(SyDccupant Protection

(4) Traffic Records

(9)32mergency Medical Services,

(6) Motorcycle Safety

(blunder statutory provisions
ministered by FHWA, the foil
J-FHWA&rimbrifltered -highway
program area has been Identified
v.encompassing a major'highway
mproblem,.which is of national con
ami loir-which effective-

sv.ures jhave been-ldentified. The:,
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NHISAood FHWA,DOT

gram developed In this area is eligible
for Federal funding, pursuant to provi-
sions of 23 U.S.C. 402(g), guidelines
issued by the Federal Highway Admin-
istration and the review procedures set
forth in 51205.4: Roadway Safety.

(c) Under statutory provisions joint-
ly administered by NHTSA and
FHWA, the following highway safety
program area. Jointly administered by
NHTSA and FHWA. has been identi-
fied as-encompassing a major highway
safety problem which is of national
concern, and for which effective coun-
termeasures have been ldentified. The
program developed in this area is eligi-
ble for Federal funding, pursuant to
provisions of 23 LLS.C. 402(g), guide-
lines issued by NHTSA and FHWA
and the review procedures set forth in
91208.4: Pedestrian and Bicycle
Safety.

(47 FR 15120. Apr. 8,1982, as amended at 93
FR 11270, Apr. 0. 1983; 58 FR 5025B. Oci. 4.
19911

51205.4 Funding procedures for National
IRrteaity Program Areas.

If a State intends to use funds under
28 U-B.C. 402 to support a program
that is within a National Highway
Safety Priority Program Area, it shall
submit as part of its annual Highway
Safety Plan a throe to five page over-
view of all highway safety problems
identified in the State. The following
procedure -shall then apply:

(a)'-'The State shall describe each
highway csafety problem'within such
Priority Areas, any countermeasure
eproposed to decrease or stabilize the
problem, and the kinds of data relied
upon in the making of such problem
andwaantepaeaaure identifications.

Ch) The State shall list the specific
projects proposed to implement,such
countermeasures and the criteria for
projectselection.

(cT'The State shall conduct an eval-
-uadOH-crf Its programs of the prior
year*-and shall describe the evaluatlon
inthe Highway Safety Flam

(d) NHTSA and/or FHWA. -as appli-

--ealrdihrh-reriew -the”~State,s :High-
_vvay"ttfcty/PIan, to-determine wheth-
ier'- @GZf;Prﬂoosed ’program Addresses
ihoJdeotifledproMema.- o
ees(ejUqgftetState meetathe criteria of
"-paragraphs J& ~through (d), of- this

nrnwrrrbnrnr

LEGAL SERVICES

§ 12055

section, NHTSA or FHWA, as applica-
ble.-shall approve the program as part
of the Highway Safety Plsn.

81205,8 Funding procedures for other

program areas.

If a State intends to use funds under
23 U.S.C. 402 to support a project that
is not within a National Highway
Safety Priority Program Area, the
State shall describe the project in-its
annual Highway Safety Plan, and
shall, at its option, select one or.both
of the fallowing procedures:

(a) Formal dtdtionmaleing.
this procedure, the State shall firstde-
velop and submit as part of its
Highway Safety Plan or by a separate
submission a formal administrative de-
cisionmaking process for identifying
highway safety problems and corre-
sponding countermeasures. Upon, ap-
proval of the Plan and adoption by the
State of the process involved, a State
may thereafter certify in subsequent
Plan submissions that it has developed
each proposed project in accordance
with the described process. NHTSA or
FHW A shall on such subsequent sub-
missions consider the findings and de-
terminations made by the State pursu-
ant to such process to be detennlna-
tive and shall review proposed projects
only pursuant to the limited review
criteria applicable to the projects sub-
ject to 51205.4. NHTSA *nd/or
FHW A ,-as applicable, shall review-and
approve proposed'State adm inistrative
processes pursuant to the following
-general criteria:

(1) Use of State data on traffic acci-
dents to determine the magnitude and
severity of the highway safety prob-
lems b'j geographic area and target
group.

(3)
deficiencies and driver behavior defi-
cienciesthat can be stabilized or reme-
died by countermeasure approaches.

(3) Development of countermeasures
to remedy the problems. Priorities
-should-be assigned based on the fol-
Icwingoanstderattnns: .

(|z Estimates,cf the impact.on ncci-
dentsand injuries; me
IDCoateffectiveness; ]

(hi) Past programand project re-
SUIts; -

<40

Under

Determination of related system



10/14/03

15:24 ©0074052020

§ 1206.1

<iv) Innovative approaches;

(v) Comprehensiveness of programs;

<vi) Catalytic and leverage effects:
and

(vii) Prospects for activities to be
self-supporting or continued with
State/local resources after f ederal
lands are discontinued.

<4) Development of projects from
the countermeasure approaches that
ensure consultation with affected
groups and participation by the public.
This be accomplished by con-
ducting public meetings to Identify
traffic safety problems and to recom-
mend alternate countermeasure solu-
tions.

(9) Development of administrative
and impart evaluations for the
projects, as appropriate.

Cb) Problem identtftcatiuTL Under
this procedure, the State shall submit
information on individual proposed
projects, NHTSA or FHWA, as appli-
cable, wr»nJi approve each project If it
addresses the identified problem in a
manner reasonably calculated to de-
crease or stabilize the problems. The
State »hnn submit, at a minimum, the
following information:

Cl) The State and local data on traf-
fic accidents used to determine the
magnitude and severity of the particu-
lar highway safety problem by geo-
graphic area and target group.

<3) The Impact each project is esti-
mated to have on traffic accidents and
injuries.

(3) Estimates of the resources neces-
sary to carry out planned activities
and.projects.

(4) The relation of each project to a
comprehensive, balanced program.

(5) The improvements In program
operational efficiency and/or cost ef-
fectiveness which are expected as a
result of the implementation of each
project.

(6) The commitment of State and/or
local resources to each project.

(7) The prospects for activities to be
self-supporting or continued with
State/local resources after Federal
funds are discontinued.

(8) The criteria to be used to con-
ductadministrative and impact evalua-
tions of products, as appropriate.

LEGAL SERVICES

23 CFot Ch. il (4-1*93 Edition)

PART 1286—RULES OF PROCEDURE
FOR INVOKING SANCTIONS
UNDBITHE HIGHWAY SAFETY ACT
OF 1966

See.

1206.1
1206.2
1200.3
12QC4

Scope.

Purpose.

Definltioim,

Sanction*.

120fi.fi Commencement of proceedings.

1206.0 Contents of notice of proposed rec-
ommended determination.

1206.7 Hearing officers.

1206.8 Prehearing conference.

1206.0 Consent determination.

1206.10 Bearing.

1200.11 )Recommended determination.

1206.12 Pinal determination.

AtrfHoarrr: 23 U.S.C. 116. 315, 402.

SOTracE 30 FR 19206, May 31, 1974, unless
otherwise noted.

81206.1 Scope.

This part establishes procedures gov-
erning determinations to invoke the
sanctions applicable to any State that
does not comply with the highway
safety program requirements in the
Highway Safety Act of 19S6. as
amended (23 U.S.C, 402), and highway
safety program standards issued there-
under.

S$1208.2 Purpose.

The purpose of this part is to pre-
scribe procedures for determining
whether and the extent to which the
23 LL3.C. 402 sanctions should be in-
voked, and to ensure a full airing of
views on the issues relevant to such
determinations by affording the af-
fected State and all other interested
persons an opportunity to participate
in a public hearing.

31S506J Defmihoju.

As used in this pait:

(a) Administrators means the Ad-
ministrators of the Federal Highway
Administration and the National
Highway Traffic Safety Administra-
te?n.

(b) Affected State means the State
with respect to which a proposed rec-
ommended determination has been
made pursuantto this part.

(c) Highway safety vrogram means a
State program consisting of both (1) a

450

m

@004

NHTS

Comi
a mu
politi
the h
and
W ork
the i
tures
divisi
comp
sive
singh
<d)
arris
of thi
402,
gram:
(e)
limite
upon
apprc
progr
<f) .
Tram

81206.

(a)C
graph
tary x
highu
of its
would
tionec
402 a
holds
safetj
nally
that C

(1)1
progr
ance \

(i)
prove

(2) 1
such
theai
sion i
withh
under
that <
Jntere

(3)
funds
State
this i
until
gram
progr

priate



FEB-02-94 WD 17:01 KENA PENINSULA LIO AXND 907 262 1881 P.al

Alaska State Legislature

Please enter into the record my testimony to the

committee name

committee on iruUB __ dated 3r1 MV
bill/subject
X’ Support rue
jUStMJE/ICIT TO AS  42020(3 /£
f
(fSTftfeLXSM  tvisn »  A/OTOACV'CLA
s ht2"TV N> A O 57'ATtL
HXT tSjrrfFGLTY Pfio6-ftAt*n , "'
IPYjE&SLT. To (outAft NE
-fUfcMvfcfc* X /j Pwt AssrsTrt™Mae: jts

£E>E£9:rfet>*

Signed:. [Vral SwE L]
: Testifier It

Representing (Optional)

foS -ga”S Soif otva ftx

Address 1

lc>7 - £ U a - Q s 5 4

Phone No.

9/86 Legislative information Ofties




POSITION PAPER
HB 325

Discussion

According to the Alaska Department, of Transportation and Public Facilities, there
were 54 motorcycle fatalities and 318 major injuries to the head, eye or face, from
1982 to 1991. Ovpr 75% of these victims were not wearing helmets at the time

of the crashes.

The difference between this bill and the present law is primarily that only persons
under age 18 would continue to be required to wear a helmet provided that adult
motorcycle riders who are licensed or have some type of endorsement may not

be required to wear a helmet.

In 1966, the United States Department of Transportation (USDOT), began
withholding highway safety development funds to states that did not have
mandatory motorcycle helmet legislation. By mid-1970’, all but three states
complied. Pressure from motorcycling organizations in 1975 resulted in Congress
repealing the law with the theory that personal rights of bikers should allow the
individual rider to decide whether or notto wear a helmet. Each state could then
make it’s own decision. Twenty six states modified their laws and the death rate

from non-helmeted motorcycle riding rose steadily through the 1980's.

Alaska’s present law is considered a "partial" protection law because it only
requires persons under 18 to wear a helmet. Several states that have reverted
from a "universal helmet" law to a "partial helmet" law have conducted research
on the impact of the change. A report issued in March 1992 in the Journal of
A merican Medical Association (JAMA. 1992;267:1649-1641) states that "The
results show that regardless of the denominator used (resident population,
motorcycle registrations, or motorcycle crashes), states with full helmet-use laws
had consistently lower head injury-associated death rates than states without

such laws even when stratified by region."”

Even though the total motorcycle-mortality rates were similar between states with
"universal” or "partial®" helmet laws, on a registration or crash basis, motortcyclists
who died in crashes had a fivefold to sixfold higher risk of head injury than those

who died using any other type of motor vehicle.

Four states (Kansas, South Dakota, Colorado, and Utah) conducted studies to
determine the impact of the repeal reviewing 25,000 motorcycle collision victims
for fatality rate, helmet use rate, injury rate and collision rate (Journal of Traum a,
0022-522/90/3010-1189).



In these four states, without motorcycle helmet legislation, the user rate dropped

from 99% to 50% . With reinstatement the user rate rose to >95% .

W ith reinstatement, these states have determined an average hospital stay for
helmeted riders is 5.8 days, and for non-helmeted riders it is 11.8 days. The
fatality rate per 1000 motorcycle registrations was 6.2 for non helmeted riders,
and 1.6 for helmeted riders. The extent of injury resulting in long term disabilities
cost more than $210 million (1989 dollars) per year in additional medical and
rehabilitation care. Between 60% and 80% of motorcycle riders in the survey did

not have insurance coverage.

California has recently returned to a "universal” helmet law. California s law was
revised in 1988 to require a written examination and driving test. M otorcycle
training was not required prior to this. Even with this requirement, owners of
motorcycles without valid licenses were more likely to have been involved in
crashes. Overall, only 33% ofthose involved in crashes had licenses. The lowest
licensure rate was among those under 18 years of age. Thirty nine percent were

operating motorcycles they did not own at the time of the crash.

Atthe request ofthe United States Senate, the General Accounting O ffice (GAO)
reviewed 49 studies on helmet use and concluded that "universal helmet" laws
requiring motorcyclists to wear helmets save lives. The GAO found that helm eted
riders experienced fatality rates 28 to 73 percent lower than of non-helmeted
riders, and the "incidence of head injuries rated severe or worse was 46 to 85
percent lower than of non-helmeted riders" (IIHS Status Report, Vol. 26, No.2,
August 3, 1992) GAO'’s review of helmet law studies found that universal laws
results in use rates in the range of 92 to 100 percent, while states without laws
or partial laws achieve use rates of 42 to 59 percent. This finding is consistent
with the research referenced above for Kansas, South Dakota, Colorado, and
U tah.

D ata from the Alaska Trauma Registry, which includes traum a patients adm itted
to hospitals from March 1988, through December 1992, showed that out of 222
motorcycle crash injuries, non-helmeted motorcycle riders were over four and one-
half times as likely to suffer head injuries as helmeted riders. During this sam e
period there were 316 ATV crash injuries, and 262 snowmachine crash injuries.
Head injuries among non-helmeted ATV riders were four and one half times
greater than among helmeted riders and three and one-half times more likely

among snowmobile crash victims.

D ata from Alaska and throughout the United States clearly shows that helmets
save lives and reduce injuries. By contrast, research in several states indicates
that "partial” laws mandating helmet use under age 18, or requiring licensing of
motorcycle riders (with or without a requirement for training of the operator) had
no positive effect toward reduction of head and neck injuries of motorcycle crash

victims.



Position

The Department of Health and Social Services believes that passage of HB 325
is likely to have little or no effect on reduction of injuries or death in Alaska from

motorcycle crashes.

The department prefers legislation to require that all motorcycle riders wear
helmets while riding on public streets and highways. Therefore, the Department,

of Health and Social Services opposes Section 28.35.245 of HB 325.

Recommended: Approved:
Director Commissioner
Division of Public Health Health and Social Services

date date
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Alaska House of Representatives

HOME

355 DONNA DR,, #11
ANCHORAGE, AK 99504
PHONE: 333-6990

DURING SESSION

P.O. BOXV

STATE CAPrTOL BUILDING
JUNEAU, AK 99811
PHONE: 465-3783

MEMORANDUM

DATE: January 17,1994

TO: Representative Bill Hudson, Chair
House Labor & Commerce Committee

FROM: Representative Terry Martin

RE: HB326 - Scheduling

This is a formal request for the House Labor and Commerce Committee to
schedule House Bill 326 at its earliest convenience.

HB326 provides that political use of charitable gaming proceeds will no longer be
authorized, nor will the contribution of charitable gaming proceeds to candidates
for state public office or a political subdivision of the state, their campaigns, or
political groups.

The bill also defines "qualified organization™ as described in the 1.R.S. Code so
that non-charitable entities would be taxed accordingly.

In consideration of campaign reform efforts and the misuse of so-called
"charitable gains"”, HB32.6 attempts to eliminate the mixture of politics and
charity. The two entities do not interact well and the result is often abuse of the
system, as can be witnessed when reviewing gaming permittees' APOC reports.

A sponsor summary and information packet will be distributed this week for the
committee. Please contact my aide Tom Anderson at 3783 if you have any
questions regarding this important legislation.



FISCAL NOTE

STATE OF ALASKA BELL NO. nb 326

194 LEGISLATIVE SESSION

Revision Data: Dept. Affected: Revenue
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Department of Revenue
Position Paper

HB-326 "An Act providing that a political use is not an authorized use of
charitable gaming proceeds; prohibiting the contribution of charitable
gaming proceeds to candidates for certain public offices, their campaign
organizations, or to political groups; providing that a political group is not
a qualified organization for purposes of charitable gaming; relating to
w hat is a qualified organization for the purpose of charitable gaming

permitting; and providing for an effective date.”

This bill would prohibitthe use of net proceeds from charitable gaming activities to be
used for direct or in-direct contributions to political candidates, their cam paigns and
political organizations. Similar measures were contained last year in HB 168, but were

removed prior to final passage ofthat comprehensive reform legislation.

This bill also redefines a qualified organization for the purposes of pull-tab sales. No
longer would every non-profit organization be eligible to sell pull-tabs. Only
municipalities and those organizations receiving an Internal Revenue Code 501(c)(3),
501(c)(8) or 501(c)(19) designation from the Internal Revenue Service would qualify to
receive a pull-tab gaming permit.

The department believes this bill would assist in the adm inistration of Alaska’s

charitable gaming laws.



ELECTIVE DISTRICT 13
MOUNTAIN VIEW
RUSSIAN JACK SPRINGS
NUNAKA VALLEY
EI.LMENDORF AFB.
CREEKSIDE

EAST ANCHORAGE

CSHB 326 elim

REP. TERRY MARTIN

HOME

3960 REKA DRIVE BE
ANCHORAGE. AK9950:
PHONE 333 6990

DURING SESSION
POUCH V

STATE CAPITOL EUILOI'-
JCNEAU. AK998II
PHONE J65-37H3

Alaska House of Representatives

Recommended CSHB326 (L&C)

Summary

inates the donation of charitable gaming proceeds to

political organizations, groups and candidates in Alaska. It provides

that political group can no longer be classified as a qualified
organization for purposes of charitable gaming. The bill also qualifies
that only municipal pull-tab perm itees and those pull-tab perm itees

registered

under I.R.S. Code 501(c) (3), (8), and (19) may <claim

exemption from taxation.

In consideration of the vast amount of political contributions

distributed under the guise of charity, itis clear thatlegislation m ust

be im plemented w hich elim inates the misuse of revenues earned

through

candidates

charitable activity. Campaign reform is essential if

and political organizations are to legitim ately participate

in the dem ocratic election process. Atpresent, the amountofgaming,

pull-tab

and bingo monies which transfer from vendor to political

organizations to candidates is far too excessive and m ustbe curbed.

In 1992,
$1,333,394.

registered

charitable gaming as a source of cam paign revenue totaled
The total amount contributed to candidates by the 24

political groups was $373,638. In 1990, $1,466,091 w as

raised by 36 political groups who contributed $456,418 to political

candidates.

only

The Division of Charitable Gaming reports that in 1992,

charitable gaming money earned went to charities.

Interestingly, as a charity confides in an operator to generate revenue

for its
operator
and political
contributions),

difference

little does it realize that more time is spent by that
earning revenue for labor organizations, business groups,

group perm itees (for the prim ary purpose of campaign

than for the charity perm itee. This is detected by the

pull-tab and gaming revenues in off-election years vs.

election years (1988,1990,1992).



Similar to other states, specifically M innesota, Kentucky, W yoming,
and Florida, voters in Alaska have expressed increased concern about
the integrity of the charitable gaming industry and where the
proceeds are distributed. W hile a lack of adequate financial control
exists in a majority of the organizations sponsoring gaming, their
expenditures are also very questionable. O ver the last 4 years,
legislatures in 32 states have considered changing charitable gam ing
law s. Tire lim ited level of auditing by our legislative branch results in
a lack of incentive by permitees and operators to monitor their
gambling operations, therefore the level of donations has exceeded
expectation and the political nature of the gaming industry has
erupted. Through the passage of CSHB326, political candidates will
no longer be afforded the luxury of accepting "charitably gained"”
donations, political groups will be prevented from raising revenues
through this type of mechanism , and the eligibility for all non-profit

organizations to sell pull-labs will be reduced and redefined.



Lrganization Reference Chart

Section of 1BSS
Code

501(c)(1)
501(c)(2) .

601(c)(3)

501(C)(4)

501(c)(5)

501(c)(6)
501(c)(7)
501(c)(8)
SGi ()9

S01(c)(10)

501(c)(11)

601(c)(12)

501(c)(13).
501(c)(14)

501(c)(15)

501(C|(16)

501(c)(17)
501 (C)(18)
501 (c)(19)

501(c)(21)

501(c)(22)

501(c)(23)
501(d) -
501(e)
501(0

501 (K)
521(8)

'For #xcHptIen» to the flling raquir*mont. aee Chapter 2 and tha Form Initnjutlona.
’An organization ax*mpt undr = Subwcifon of Code Sec. 501 other then (c)éS), may
aitabllah a charitable fund, contribution! to which art deductible. Such a fun

meet the requirement! of eectlon 501(c)(3) and the related notice requirement! of

iccbon 508(a).

‘Contribution! to volunteer fire compenlet ind ilmllir organlutloni are deductible, but

DoicrlpUon of organization

Corporations Organized Under Act ot
Congress (Including Federal Crodit Unions)

Titlo Holding Corporation For Exempt
Organization

Religious, Educations, Charitable. Scien-
tific, Literary, Teiting for Public Safety, to
Foster National or international Amateur
Spona Competition, or Prevention ol Cru-
elty to Children or Animals Organization*

CMc Leagues, Social Welfare Organize-
done, and Local Associations of Employ-
oea

Labor, Agricultural, and Horticultural Orga-
nizations

Leagues, Chambers ot
state Boards, Etc.

Business
Commerce, Real

Social and Recreation Ctubs

Fraternal ~ Beneficiary ~Societies and
Associations

Voluntary Employees’ Beneficiary
Associations
Domestic ~ Fraternal ~ Societies and
Associations

Teachers' Retirement Fund Aasoclstloni

Benevolent Ula insurance Associations,
Mutual Ditch or IrflgaUon Companiea,
Mutual ~or_ Cooperative  Telephone
Companies, Etc.

Cemetery Companies

State Chartered Credit Unions,
Reserve Funds

Mutual  Insurance
Associations

Mutual
Companies  or

Cooperative  Organizations to Finance
Crop Operations

Supplemental Benefit

Trusts

Unemployment

Employee Funded Pension Trust (created
before June 25,1959)

Post or Organization of Past or Present
Members ol tho Armed Forcas

Black Lung Benefit Trusts

Withdrawal Liability Payment Fund

Veterans Organization (created before
1880)

Religious and Apostolic Associations

Cooperative Service

Organizations

Hospital
Cooperative  Service Organizations of
Operating Educational Organizations

Child Care Organization

Farmer*’ Cooperative Associations

only Hmade for exduiiveiy public purpoiea

General nature of activities
Instrumentalities of the United Slates

Holding title to property of an exempt organiza-
tion

Activities of nature implied by descnpbon of
cla’s of organization

Promotion of community welfare; chantable,
educational or recreational

Educational or Instructive, the purpose being to
Improve conditions ol work, and to improve
products and efficiency

Improvement of business conditions of one or
more lines of business

Fleasure, recreation, social activities

Lodge providing lor payment ot life, sickness,
accident, or other benefits to members

Providing (or payment of life, sickness, acci-
dent or other benefits to members

Lodge devoting its net earnings to chantable.
fraternal, and other speeded purposes. No fife,
sickness, or accident benefits to members

Teachora' association for payment of

reUramont benefit*

Activities of a mutually beneficial nature imdar
to those Implied hy the description of etas* of
organization

Burials and incidental activities

Loans to members

Providing insurance to members substantially
at cost

Financing crop operations in conjunction with
activities of a marketing or purchasing associa-
tion

Provides tor payment of supplemental unem-
ployment compensation benefits

Payment of benefits under a pension ptan
fund'.d by employees

Activities implied by natixe ol organization

Funded by coal mine operators to satisfy then
liahility lor disability or death due to black lung
diseases

To provide funds to meet the liability of employ-
ers withdrawing from a mufti-employer pension
fund

To provide insurance and other benefits Invet-
erans

Regular business activities. Communal relig-
ious community

Performs cooperative services for hospitals
Performs collective investment services for
educational organizations

Provides care for children

Cooperative marketing and purchasing lor agri-
cultural producara

muit ltulf

Application
orm No.

No Form

1024

1023

1024

1024

1024
1024
1024
1024

1024

No Form'

1024

1024
No Form*

1024

No Form*

1024

No Form*

1024

No Form*

No Form*

No Form™*
No Form
1023
1023

1023
1028

" Annual return

required to be Contribution*

(lied allowable
None Yes, it mado for
exclusively public
purposes
090’ Nol'

990 0r990-PF' Generally, Yes

980’ Generally, No11

930'.. No*

990’ No’

990’ No’

990! Yes, if for certain
Sec. 501(c)(3)
purposes

990 No’

990! Yes, it (or certain
Sec. 501(c)(3)
purposes

960’ No'

990’ No’

990’ Generally, Yes

990’ No’

990’ No’

990’ No’

990! No’

990! No’

990’ Generally, No’

990-BL No*

990 No*

990 Generally, No’

1065 No’

990’ Yes

990' Yes

990 Yes

990-C No

‘Oeduchbble u a fcuafnei* expenee to tho extent allowed by Code aection 192.
'Seductibie aa a buaineii expenee to the extent allowed by Code aection 194A

'Application la by tetter to the Key Dleirtct Director. A copy ol the organizing document
ihould be attached and the letler ahould be ilgned by an officer.

’Contribution! to theae organization* are deductible only if 90% or more of the organ'."*-
bon’i membera i t war veterane.

"PaaS :‘9



Department of Commerce and Economic Development
Division of Occupational Licensing
Games of Chance and Skill Program

Statistics by Aﬁ&)rized Activity

Activity Gross Tax Prize Adi. Gross Expenses Pro,:f::ds*
Pull-tabs $157,504,510 $99,635 $121,331,792 $36,073,083  $21,597,789 14,776,769
Bingo 48,112,014 86,113 41,079,874 6,946,027 7,948,862 239,985
Raffles 6,454,552 6,570 2,516,181 3,931,801 1,470,737 3,164,015
Fish Derbies 552,630 688 202,755 349,187 173,343 155,226
Contests of

Skill 368,654 247 171,806 196,601 132,973 74,646
Dog Mushers 352,200 984,244 (632,044) 404,955 (986,676)
Ice Classics 349,039 4,761 167,000 177,278 177,397 (119)
Monte Carlo 315,417 300 133,020 182,097 95,326 91,149
Salmon
Classic 60,980 36,742 24,238 20,557 3,681
Rain Classics 7,277 2,871 4,406 984 3,422

$214,077,273 $198,314 $166,626,285 $47,252,674 $32,022,923 $17,522,098

*Annual statements ar Fnaudied,regulltin instati?tics batsedd on reports as filed; therefore, gross
receipts less prizes and taxes do not balance to total reported net proceeds.

JP/ra107.JP 19
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Gaming As A Source of Campaign Revenue

1992
- m asam ~sm
Ji1gl

A=J\VE. - tEG.AVCL 91832 0 Q(U:g 0_ Labor 3770
AK BUILD PAG 39246 0 12000 TratoAssn %

AKST. HOSPITALE NURSING HCME ASSN PAC 6221 0 2670 OTradaAsen
PHONE A83N P 20639 a 14373 QTred 12500
ALL 341 PEC |:gA/LABORERS LOCAL %18 4%23  3B8 0 0 Labor 15400
REFIGHTERS 1 0 0_ Labcr 6200
ASSOC.. GEN. CONTRACTORS AK CHAPTER PAC 5%(2 OTraceAsn 23800
BUILDING INDUSTRY ASSN CP ANCH BUILD PAC 2 a 0 16300 TradeAsan 3600
CARPENTERS LOG. 1231 LEG. COMM 31332 19028 0 0 Laor 17860
DS-AK STATEDEMOCRATS PTY 3[40 2835 0 0 Dem. Subd. 0

D8—QCWNTOWN DEMOCRATS(DIST. 19) 22533 18537 0 0 Dam. Subd.
S—GREATER JUtCAU POTS., 317E2 6750 0Dem. Sud. 1300

DS—DEMOCRAT IC DIET. 18 1848 5370 0 0 Dem. Subd.
DS—DEMOCRATIC DOT. 20 45628 15833 UDam. Sbd. 28417
DS—HOUSE DEMOCRAT IC GAVPATTaN uOn M . N %"‘ < 41234 ' ODem. Subd. 54260

DS-MAT-SU DEMOCRATS 3400 0 8880Dam. ubd. . 3500 .

L 3-VALDEZ DEMOCRAT"S 20106  EXD 0 aDem. Subd. 17000
EDUCATION SUPPORT STAFF ASSN 4032 0 150 Q0 Labor 3200
NEA-ALASKA PACE 173630 0 12470 0 Labor 41400
PUBUO EMPLOYES LOCAL 71 62508 0 2200 Q0 Lahcr 29090
RS—HE3.AS%%I PROF & BUS. WOME 11485 0 -4x%1 -0 Rep. Subd.- 8150
S—REPUBLICANDOT . 8067 a 4700 0 Rep. Subd. 2000
RR-REPUBLICAN DOT. 8 4025 0 2970 0 Rap. Subd. 0
RS-RSnJBUCAN DOT, 29 2068 0 534 0 Rep. Subd. 1000
TOTAL OF 24 GROUPS ! J$17333,3% 5231,383 5148,178 636,580 5373,638
ALLINCOME  BINGO  RAFFLE PULLTAB TO CAND.S

Groups muet dotain aasmino camr—rt from e Department cfCenmorma tohold i, blinga events, ar to il pll s
In 24 groups raissd 5 338,861 flrauh somHg tetNiee, ForDn i groys, ganmgprmdedZQScft i realues.
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Gaming As A Sourca of Campaign Revenue

A.U.V.E.-VOL4 REG.

AKBUILDPAC

AKTeLEPHONE ASSN PAC

ALL 341 PEC (AKLABORERS LOCAL 341
ANCHORAGE FIREFIGHTERS’ PA(

A8SOC. GEN. CONTRACTORS AK CHARTER PAC
BUILDING INDUSTRY ASSN CFANCH BUILD PAC
CARPENTERS LOC. 1281 LEG. COVM

DS-AK STATE DEMOCRATICFTY
DS—DEMOCRATICQIST. 11
D8-OE.WOCRATICOIST. 12
D8-OEMOCRATICDIST. 15

08 —DEMOCRATICOIST. 20

D3-HOUSE DEMOCRATIC CAMPAIGN COVM
DS-MAT-8U DeWeGHSITS

EDUCATION SUFPORT STAFF ASSN
FAJFSANKS CENTRAL LABOR COUNOLAFL-QC
GS-GHEN PARTY CF ALASKA
NEA—ALASKAPACE

PLLIM3ERS & STEAMFITTERS LOCAL 367
FS-ANCH. RE3. WOMEN'S CLUB

I1B—REP. ASSN. PROFA BUS. WOIVEN
FB-REFUBUCAN OIST. 17

RS-REPUBLICAN PARTY CFAK}

i

"OTAL OF 24 GRGUFS [

*

115124 0 89773
4G745 Q a
20110 0 14860

* 50115 52046 0
8138 2400 0
5C318 0 41800
15618 0 0
21472 12554 0
1442900 44163 0
TOSS 1271 0
S2C3 2882 0
11189 5030 300

49423 31253 0

07181 51790 0

i 4319 A - "1045G"~-——"* 0---
8650 0 6543
' 17729 0 6430
5128 0 60
97178 0 12500
18437 18269 0
e 28631 11165 0
5884 0 0
. 21912 0 5100
95609 13848 1219

i 533?,223 2257,368 5188,477
ALL INCOME

» M »

0 Later
18920 Trado Asan
0 Trade Aran

0 Labor

0 Labcr
OTradaAaen
15500 rredaAuen
0 Later

0 Dm. Subd.
QDem. Subd.

0 Dem. Subd.
2000 Dam. Subd.
0 Dam. Subd.
ODsm. Subd

- ODfltn. 30637

0 Labcr
0 Labcr
0 Greer Subd
0 Labor
. 0 Labcr
- 0-Rep. Subd.
3073 Rap. Sudd.
1884 Rap. Subd.
0 Rep. Subd.

541,518

BINGO RAFFLE PULLTAG

Groupa must obtain a gaming permittan ‘bo Oopanment of Ccmmarca to hold rafftsa, bingo wonts, or to soil pull taba
.in 1991 24 gimpa raised $487,264 through ganing activfflea. Forflow groups, flaming provided5 2 % of theirtotal revenues.

i» 3

25753
5750

*650
21500
6000

4030

2500
14164
02440

0

1402

. 5000
5000

0

----- 0
... 0
6500
0
5350
7000
11900
a
7340
632

5163,383
TOCANDS



SENT 8Y:Xerox Telecopier 2L -13-94 ; 433PM i 9072787 - us 4

Gaming As A Sourcs of Campaign Revenue

1990
GROUP NAME TOTAL 1990 INCOME FROM FROM FROM GROUP  GAVETO
=viALL SOURCES BINGO RAFFLE PULLTAB Tvre CAND.S

AU.V.E.-VOLUNTARY 72449 0 £9400 0 Labor a

AKBUILD FAC 22959 12000 Trade Aaan 12700

AK 3USINE3S PAC 34331 4100 Trace Aaan 3600

AKTELEPHONE ASSN PAC 23340 10454 Trade Aaan 14250

AUSKANS FOR ALASKA'S RAILROAD 61612 351S Initiative 0

ALL341 PEC {AKLABORERS LOCAL 341) 6800S 31839 Labor 27500
ANCHORAGE EDUC. ASSN PACE 178 1529 Labor 1550

ASSOC. GOL CONTRACTORS AK CHAPTER PAC 72290 35300 Trade Asan 42500
BUILDING INDUSTHY ASSN CF ANCH BUILD PAC 23593 1S23S Trade Ann 12450
CARPENTERS LOC. 1231 LEG. CCMM 251B5 16989 Labor 15000

08 - AKSTATE DEMOCRATICPTY 244300 34222 Democratic 5363S
D3-0EMCCRATIC QIST, 11 27500 15801 Democratic 7000

DS-OEMOCRATIC DIST. 13 7312 6320 Democratic 4000
DS—OEMOCRATICDIST. 13 23970 23325 Deoaasic 8341

0? wSMCCBATIGJISIET. ig - - -.4232, .- J425. Democratic---  -3818

DL  i.MOCRATICDIST, 20 34780 12762 23.10 Comcemtfc . .11500
DS—DEMOCRATICDIST. 23 50126 26000 Democratic 18000

OS-GREATER JUNEAU DEMOCRATIC PRECINCT 33837 2572 Democratic 14750
DS-INTERIOR DEMOCRATS 14153 2670 Democratic 500

DS-MA7-3U DEMOCRATS 18591 7657 Democratic 4010

DS-VALDE2 DEMOCRATICPRECINCT COMM 54882 37333 Democratic 20699
EDUCATION SUPPORT STAFF ASSN 9850 * 5306 Labor 1900

FAJREANK3 EDUCATION ASSN PACE 6759 1080 Labor 3614

JUNEAU BLD. & CONSTR. TRADE PAC 5324 900 Trade A' an 6000

JUNEAU EDUCATION ASSOCIATION 3093 1371 .sLabor. 1250
L3-UBEHTARIAN PARTY, AK * " 25474 4847 10872 Libertarian 0

NEA-ALASKA PACE 84807 5600 Labor 44375

PLUMBERS &STEAMFrr FERS LOCAL =57 27909 25807 Labor 17550

3 3 - ANCH. REP. WOMEN'S CLUB 29289 15320 420 " Republican | 17450

HS-MAT-SU RE3. WOMEN'S CLUB 2716 118 ’ Republican 1 400
RS-REFUBLIGAN 4TH LEGISLATIVE DISTRICT 93727 75477 Republican 1 2000
RS-REPUBLICAN DIS7.S 7531 762 Republlicanl 3000

RS—REPUBLICAN OIST. 6 7785 5720 Republican 1 4030

RS-REPUBLICAN DIST. 19 35575 35200 Republican 1 14916

RS-REPUBLICAN DIST. 21 9483 4231 Republicanl 5830

R8-REPUBUCAN PARTY CF AK 183094 9983 Republican1 40000

TOTAL CF 3S GROUPS 1463031 300853 225433 51341 453418
ALL INCOME BINGO RAFFLE PULLTAB TO CAND.S

Gra s mustdotaah acanminrg panitchontoGganrar ticfGommarca toldd s bigpaurto atosall p iitsEca

. N199036 ga araliE=dd3 573,017 thyadhoanang astiiddaFa taooga moarirg (roacEd39 % oftah o=l learss
FattarGathgrewalLssaccourted 14 .4% cfal ttefuchraiEadbyaga pa nfesslaaiinl090. THFial4 .4 % kaxesteadonn o
«49* , Uga32 %, ad il s&al,3%.
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GAMING-AS A SOURCE OF CAMPAIGN REVENUE

GROUPS WBICH RAISED FUHE3THROUGE GAMING AJCTTVmES:

GROUP NAME TOTAL-193S-INCQME FROM FROM FROM TYPE
EROM-ALL-SOURCE3 BINGO RAFFLE PULLTAB  CSIOUP
AJLLYUL-VOLUNTARY 82742 0 79,785 0 union
AK BUILD-PAC 4033 0 0 5Q0 trade
AK TELEPHONE .ASSNPAC = 16038 0 10338 0 trade
ALL 341 PEC (AK LABORERS UNION) 6LS41 40,730 15000 0 union
ANCHORAGE EDUC ASSN PACE 4,635 0 403 d onion
ASSOC GEN. CONTRACTORS PAC o 25054 0 23000 0 trade
BUILDING INDUSTRY ASSN OF ANCH PAC 11,090 0 a 11000 trade
DS-AK STATS DEMOCRATICPTY mzsz 3316 60972 c da
DS-DEMOCRATTCDIST'. 11 33355 33,108 0 0 da
DS-DEMOCRAITC DIST- IS : 80SS 5036 d 0 da
. DS-DEMOCRATTCDIST. 19 1 4j140 0 2768 -0 di
DS-DEMCCRATICDIST, 20 - 31020 *0 0 30036 da
DS-DEMOCRAUC DIST. 21 867 0 70S 0 da
DS-DEMOCRATTCDIST. 23 17082 17,303 0 .0 ds*
DS-ENTEFJCR DEMOCRATS ©10/448 d 0900 0 da
DS-VALDEZ DEMOCRATIC ?CT COMM 24003 0 24100 0 da
EDUCATION SUPPORT STAFF ASST.(ESSA) e « 9002 0 6075 «T. i- 0 aaaon
FAIRBANKS CENTRAL LABOR: COUNCIL ~ . «234S34- m <0 19051 - 0 anion
FAIRBANKS EDUCATION ASSN © TR0 0 2070 a trrrinn
IAMA LOCAL 601[INT. ASSOC MACHINISTS] « *13438 13J3S 0 0 anion
JUNEAU BLD. & CONSTR. TRADE ASSN 7097 0 7500 °  trade
-JUNEAU EDUCATION ASSOCIATION 4,770 - 6 3J25 0« anion.
LOCAL 1140 FAC (PAINTERS) PAC 35yQ80 1MX6 . 0 1.9 imfng
LS-LBERTARIAN PARTY OF AK 20462 20003 0 0 H
PLUMBERS & STEAMFITTERS LOCAL 367 15057 15177, a 0 union
R-MAT-SUREP. WOMEN’S CLUB 1092 0 75 « 0 la
RS-REPUBLICAN PARTY OF AK 233062 21069 0 0 n
Totals 874053 18802A 260,759 49"36

Groups must octain a gaming permit frcm the Oept cf Ccmmarca to held rafflas, falngo evens, ar to sai pu3taha. In 1969,
23 groups raised S 459,019 through gaming activtiaa. For thane groups, gaming provided 57% of thoir total revenue*.
Further, gaming revenues accounted for 20% of ail the funds raised by grouca In Alaska In 1069. This 20% breaks out into

bingo 7.37%, ratftes 10.4S%, and pal tabs 1.98%
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Pull-tab operators

charities $450,000

The Associated Press

KETCHIKAN - The state
has ordered a pull-tab opera-
tor here to refund more than
$450,000 to nonprofit groups
in the area. The money was
a sales tax refund from the
Ketchikan Gateway Bor-
ough and the city of Ketchi-
kan.

Dwight McBride, who
does business as Alaska In-
door Sports and Winners,
paid taxes to the borough
and city on the sale of pull-

tabs for the vyears 1989
through 1993.
But he and other local

pull-tab operators paid the

tax under protest.

One operator, Ed Dilley
of the now defunct Pop
Shoppe, sued, contending
the borough and the city
didn’t have the legal power
to collect the tax. The case
went to the Alaska Supreme
Court.

The court ruled against
the borough in July, after
which Dilley and McBride
requested and received tax
refunds from the borough
and city.

The borough assembly on
Oct. 20 approved McBride’s
total refund of $456,448.54.

But now the state says

told

ta X

to give

refund

that money belongs to the
nonprofits.

The pull-tab operators
were conducting their
operations on behalf of local
charities, said Don Stolwor-
thy, head of the state De-
partment of Revenue’s Divi-
sion of Charitable Gaming.

Any increase in proceeds
that are a result of the sales
tax refund are a net profit
and therefore belong to the
permittees, Stolworthy said
in a letter dated Sept. 26. He
ordered the money returned.

Attempts by the Ketchi-
kan Daily News to contact
McBride were unsuccessful.

Scientists update gquake monitors

The Associated Press

FAIRBANKS — Seismolo-
gists headed for Unalaska
last weekend to upgrade the
state’s monitor system after

serles of earthquakes and

in the shake-
and Alaska

6 We can’tsimply drive out there and

study it like they do with the San

Andreas Fault. 9



Y o u b e t

Last month, Hie Frontiersman ran a story on
"Rippie King" rim Harman, who riled a lawsuit.
against local pull-tab operator (“rippie vassal™7)
Roger Cunningham. Jim's already trying to get
$5u,000 and an apology from Elsie O ~ryan,
project director for Mid Valley Seniors Inc Now
he's been "slandered” by Cunningham, who
has "cost him business and blemished his repu-
tation." He .wants another apology. Didn't
know gaming operators were such a sensitive
lot; dicfyou?;

| once witnessed this sensitivity at a Wasilla.-
Area Seniors, Inc lunch. Jim and big-shotloh- .
byist Mitch Gravo came to speak against a re-
form .biO in the legislature that would increase a ¢
chanty's take in pull-tabs to 35 percent of adjust-
ed gross from the 15.percent they were getting.

So here's Harnan and Gravo, sporting deep
tropical tans, surrounded by 50 or 60 pasty-
faced, winter “yeary Alaskan seniors, who were
iliere for the free lunch as much as the show.

After lunch/'the deeply tanned Hannan and
Gravo "explained” how disastrous it would be
for the seniorsand other charities, if all in atten-
dance didn't immediately contact their legisla-

C an

on it: apo

c Think Again

lore and,tell them that 15 percent of something
was a lot better than 35 percent of zilch. And
frildi is what the seniors could expect if these
inerous provisions were allowed to become
law, because all the operators would go belly-
LjpAs Mitch and J;m told it” their explanation
tour was something that the gaming industry
was doing as much out of a sense ofaltruism, as
their profit margin. After all, weren't they
"charitaNe" gaming operators? Like I said, sen-
sitive.

Tire lunclitime spiel didn't matter much, as it .

turned out. The bill, after passing both houses,
of the Alaska Legislature, somehow found its

DETTEhRSTO TOE EDITOR

Continued from Page 4

India when the Hindus and the Moslems decide
to have a go at it Axes,-spe*—and fire are a
common choke inc  *h A*  where firearms
are too expensive ’ cks butchering
each other.

The problem isn't &o0s.,» ..es. axes or spears
but people. Our nation lias a large number of
people who feel that any and all conflicts can be
resolved with physical force. We need to ask
why these individuals make these choices. We
also need to ask why individuals wiHi long his-
tories of violent acts are allowed to remain on
the streets.

walk the streets until they kill and sometimes
even after they kill again. We worry about guns
bot not the individuals that use them. Even
without guns, these individuals will continue to
kill until they are permanently put away.

We need to condemn predatory behavior at
every turn. It doesn't matter whether they are
12-year-old gang members or 50-year-old serial
murders. We must protect society from them
until we can find die money and methods to re-
habilitate them. Quit worrying about the
weapons and start doing something about the

people that use them.
Richard SI. Wiseramer

l o g i
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way into Senate President Dick Hiason's "Lim-
bo File,” never to be seen or heard from again.

That must have really twisted the knickers of
Gov. Hickel, at who*,t request another gaming
reform bill, HD168 was introduced, then passed
by Hie legislature fast session, and is supposed
to go into effect on March 1. Now the'charities
are to get 30 percent, or double what they take
in now. For his part Jun Harman claims: "The
Hickel administration lias a history of discrimi-
nating against operators and trying to remove
the commercial interests from gaming-

See, that's the whole problem. The gaming op-
erators think the idea of charitable gaming ir.
Alaskawas devised for the benefit of the "com-
merrial interests” (the operators), not the chari-
ties. As.if there weren't enough ways-to sepa-
rate Alaskans from their cash already. Silly me,
I thought that the gaming operators were al-
lowed to operate only so the seniors and the
March of Dimes and the VFW and Muscular

.Dystrophy and the Lions dubs and everybody

else who's trying to do some good, in the worto,
would have money to do some good with.
The very fact that it's called the charitable

the problem lies in the behavior of the courts. If
the problem lies in.the costs of . *dical research,
then Congress ought to address i >eissue of gov-
ernment grants to offset or subsidize those costs
in favor of ALL users of the health care system
regardless of the onset of their need for a doctor's
care or for hospitalization.
Why re-irvenl ALL wheels when only A FEW
wheels are out-of-round?
Donald S. Mulder
Otugiak

Many give to The Salvation Army

e in order
gaining "industry"” bethel's me. Next Hung you
know, the operators will be calling themselves
"industrialists,” and maybe "philanthropists" a
la Carnegie, like it was their idea to share a lit-
tle of Hie pull-tab wealth.

Not that 2’m against gambling, i supported
Rep. Ron Larson's Parimutuel Horse Racing Dill
even before | knew the Rev. Frevo was against
it. I'd like to see a state lottery.

Hedc, 1was married in-Reno, Nev., and paid
for our bridal suite with winnings from the
Gold Dust Casino's dollar slots. 1 even buy an
occasional pull tab, and I'll feet better, about it'
when | know that more of each dollar is going
to the charity which holds the gaming permit,
and not to the operators. And I won't weep for
the gaming operators, theyl! still be in business.

So if somebody owes someone an apology,
maybe it's the gaming operators who owe the
charities—for taking advantage of them for so
long, and for not snaring fairly with those to
whom they owe their considerable prosperity. .

_ Bill Siedler isa Valley residentandformer legisla-
lioeaide.

*

appeared in the Frontiersman. Instead, a picture
of an unknown out-of-state drild was printed. 1
feel 1 must once again say that all the donations
(whetiier ttwey are food, toys or money) given to
The Salvation Army Church and Food Bank stay
in Hie Valley lor Valley families.

I am grateful to Safeway for the wonderful
Turkey Bowl and Coke Auction that was not
only fun, but also a fundrais* : for our Christinas
efforts as well.

There are many fine volunteers who rang bells,

he[haed at thle Christmas center and donated to
me il*ex» o !







OUSE COMMITTEE REPORT
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Date Referred: January 10, 1994 FURTHER REFERRALS: de Affair:
Finance

Date of Committee Action: * / o J H

The LABOR AND COMMERCE Committee considered: HB 341

HOUSE BILL NO. 342 EXTEND TOURISM MARKETING COUNCI1

"An Act extending the termination date of the Alaska Tourism Marketing Council."

RECOMMENDATIONS:
be replaced with

[ ] have attached amendments(s)
jX do pass

[ 1do not pass

[ 1 no recommendations

[ 1 individual recommendations
[ ] additional referral to the

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):

[ ] fiscal impact

n
X1 zero fiscal note

SIGNING DO PASS

/"N

Qsuili
A
okf

(] the same title
1 ] anew title

Committee
letter of Intent
(Dept) APPROVES PREVIOUS: (DeptiDue)
[ ] fiscal note(s)
[ ] zero fiscal note(s)
DP  OTHER RECOMMENDATIONS DNP NR

CHAIRMAN'S SIGNATURE



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 405-5807 or 405-2450

I'AX (W7) 405-2020 150 Seward Street, Suite 409
Mail Slop 5101 Jttnetm, Alaska 99801-2105
MEMORANDA \1 January 7, 1994
SUBJECT: Sectional Summary of HB 342 (8-LS1426\E)
TO: Representative Pete Kott
FROM: Terri Lauterbaeh

Legislative Counsel

You have requested a sectional summary of the above bill.

Section 1. Extends the termination date of the Alaska Tourism Marketing Council
to December 30, 1998.

TML:pl
94-015.pIm



Alaska £84ae legislature

INTERIM:
COMMITTEES:
HEALTH. EDUCATION I"ousc of & epresentattbes EAGLE CENTER, SUITE 141
SOCIVAL SERVICES EAGLE RIVER, AK 99577
JUDICIARY PHONE (907) 694-8944
STATE AFFAIRS FAX 694-8945
SPECIAL COMMITTEES: SESSION:
MILITARY & VETERANS AFFAIRS STATE CAPITOL
OIL > GAS JUNEAU, AK 99811

PHONE (907) 465-3777

Representative Pete Kott

SPONSOR STATEMENT

It is in the best interest of the State of Alaska to accept HB 342,
and extend the life of the Alaska Tourism M arketing Council (ATMZC)
to December 30, 1998. This legislation conform s to the
recommendadons of the 1993 Budget and Audit Report.

ATMC falls under the Department of Commerce and Economic
Development, Division of Tourism . Ten of ATMC's members are
appointed by the Governor, while ten others are appointed by the
Alaska V isitor A ssociadon. The Director of the Division of Tourism is
autom atically a member. ATMC works to "prom ote the state as a
destination and prom ote all forms of travel to the state, including
travel by air, highway, and water” (AK Statute 44.33.720 a) 1).)

An example of ATMC activities is the publication of "The A laska
V acation Planner's Guide," which lists 1,300 Alaskan businesses and
is mailed all over the United States and the world. This is a vital
vehicle for Alaska in prom oting the tourism industry. The Planner
has also provided needed advertisement to businesses located in the
outer regions of the state, and to those that do not have a large
prom otional budget. Other ATMC activities include TV and print
advertising, research, and providing advice to the Division of
Tourism .

ATMC plays a substantial part in bringing over S52 million
each year to the State of Alaska (M cDowell Group, 1992.) Ifwe want
to continue to com pete successfully in the national and international
tourism market, we need to support extending the Alaska Tourism

M arketing Council's term .



FISCAL NOTE
STATE OF ALASKA BILL NO. HB 342
1994 LEGISLATIVE SESSION

Revision Date: Department Affected: Commerce and Economic Development
Title: Extending the Alaska Tourism Marketing Council BRU: Tourism
Component:

Sponsor: Rep. Kott
Requestor: House Labor and Commerce COMPONENT SERIAL NO.

Expenditures/Revenues:

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
| PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
j CONTRACTUAL 0 0 0 0 0 0
I SUPPLIES 0 0 0 0 0 0
j EQUIPMENT 0 0 0 0 0 0
LAND & 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 EXPENDITURES o 0 0 0 0 0
1 CHANGE IN REVENUES ( ) o 0 0 0 0 0
FUND SOURCE
| 1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0]
1004 GF 0 0 0 0 0 0
1005 GF.Program Receipts 0 0 0 0 0 0
1006 GF.'MHTIA 0 0 0 0 0 0
: Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current year (FY 94) cost: $ 0
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: iAttach a separate page if necessary.)

The expenditures are contained in the proposed operating budget and the revenues are reflected in revenue projections.

Prepared by: Tina Lindgren Phone: 465-2500
Division: Alaska Tounsm Mafteting Council > [ Date: January 18. 1994

" ] P *
Approved by Commissioner: Paul Fuhs /// n / /ft I . X
Agency: Commerce and Economic Development/® Date: r2 0 1

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Rev 11/93 Page 1 of
\WWlgt25Qwm:-1



FISCAL NOTE

10t [ 2BisT AT ssion A0 B 9%

ANALYSIS: (continued)

The passage of Senate Bill 4/8 (SLA 1988, Chapter 78) created the Alaska Tourism
M arketing Council which became law, effective July 1, 1988. Legislative findings
regarding SB 478 stated:

The Legislature finds that a cooperative effort between the state and private
industry to support and expand the visitor industry of the state and to foster
expansion of the market for Alaska as a destination throughout the nation and the
world is in the public interest and is a valid public purpose. The Legislature further
finds that this cooperative effort w'ould inure to the benefit of the visitor industry in
the state and that some of the costs of maintaining the effort be borne by the
industry. The Legislature further finds that expansion of the economic benefit of
tourism is in the public interest and the state should take an active interest in the
ensurance of a quality experience for visitors to the state, cooperate with the private
sector in improving the amenities available to visitors to the state, and seek to ensure
authentic accessible experience for visitors throughout the state.”

WM/dgl259£n.wm Page 2 of 2
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HB 342: "An Act extending the termination date of the
Alaska Tourism Marketing Council™

Te skaTou Marketin %ouncrl ATM rsa ublic-private artn rsh
a r est urces erfse o state an rrva é”

om par men ommerc con?
me pme Ifors ssocra 1on. T e councll en

C
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m ry d rector urism.

The oa oftheATMC IS t0 st uIate statewi co omic q/rovr{th diversifica-
em loymep hroK romo 10,0 Aas aasa ar destma on.

Illo ac designs and xecu mar
rrece n?e& ana r?ma swr ret "% H’la']
ucm repe rsrtor rimar lemn
a rsmg pub rc e atons an trr e
an er ese lements are designed or erest eo er s
nce their. decision to visit, The r ram also provides the
eween ocal businesses and consumer a scale that 1S poss e ony
through a cooperatrve effort.

Ifth ATMC pr rﬁ) drd ot xrst H%ee onomic impact of the visitor industr
woud be Ifl uce ant t ar er toyr ‘com anres would ain.a
eve rea are eremammﬁ] a ef con ucl 'Hﬂ] ? operative
mar am everxone In the state bea its, Inc her state
agencres cerve revenues from visitor spending.
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Juneau

Convention &
Visitors Bureau

369 Sul\ Farklin
SQuite 201

Juneau, Alaska
99301

(907) 586-1737
(907) 386-1449 FAX

253 PO1 JAN 19 94 11:36

January 19,1994
s ViafaXi
Fr: Kari Westltmd, JCV:

Re: HB342

f want to offer my strong support for HB342, extending the life of the Alaska Tourism-
Marketing Council to 1998.1 have worked in Alaska's Visitor Industry for over ten years,
in the communities of Fairbanks, Kodiak, Kotzebue, and now Juneau. Throughout that
time, Alaska has been well-served by cooperative marketing efforts between the Stats of

Alaska and the Visitor Industry. The marketing of Alaska has resulted in strong growth and
a healthy visitor industry,

Without large scule image advertising and the Vacation Planner and label programs, Alaska
will not be effective in competing with other destinations. With all we have to offer in terms
of natural beauty and wildlife, it still won't be enough if we dont have the mechanism, and
the dollars, to spread the word to potential visitors,

The Alaska Tourism Marketing Council provides that mechanism, and the ATMC must be
extended if individual visitor industry businesses ure to survive and support our local,
regional, and state economies.

Please keep me apprised of progress with HB342, und don't hesitate to contact me if | can
be of any assistance with its successful passage.



NOME CUSTOM ADVENT. 9074433357

NOME VISITORS ASSOCIATION
P.0. BOX 5U
NOME, ALASKA 99762
JANUARY 18, 1994

Representative Bill Hudson
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Representative Hudson:

lam writing to urge you and the Laborand Commerce Comm ittee to pass
House Bill 342 which would reauthorize through 1998 the ATMC. Funding for
the ATMC should be passed atthe currentlevel or higher. Good economics
states that Ifan enity Isisshorton fundsthat Itshould advertise and prom ote
Itself even more. Now Isnotthe time to cuttho ATMC orthe funding forthe
Division of Tourism. Alaska needs,asithasnotneeded ina long time, the
NEW dollars that tourism brings to oureconomy.

Thank you foryourtime and your consideration.

Chairman

cc: Alaska Visitors Association
Senator AlAdam s
Representative Richard Foster
Representative Al Vezey

.01



HOME CUSTOM ADVENT. 9074433357

ARCTIC TRADING POST, INC.
80K 267?.
NOME, ALASKA 99762

January 18,1994

Representative Bill Hudson
Alaska State Legislature
State Capitol

Juneau,RK 99801-1182

Dear Representative Hudson:

The reauthorization of the RTMC is dependant upon you and the action
of the Labor and Commerce Committee. House Bill 342 must be passed
to ensure the continued grouith of Rlaska Tourism and the the grouith
of the dollars spent in Rlaska by the visitor each year. Maintenance

of the Budget of the RTMC and the Division of Tourism at their current

levels or higher mill guarantee the continuance of $1.1 billion in total
economic Impact to the State.

Rt a time when the State is facing such hugh shortfalls, the funding
and authnriation of the RTMC should be considered a positive move
to add more dollars to the economy.

Vour attention and consideration for passage of House Bill 342 are a

hugh step forward to balancing the budget for 1994 and for years to
come.

Sincerely yours,

Howard Knodel
President

cc: Representative Richard Foster
Representative Rl Uezey
Senator Rl Adams
Rlaska Uisitnrs Association
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TOURISM WORKS FOR ALL OF US RELEASE#93'23
CONTACT: ALASKA VISITORS ASSN. AT 561 -5733 DECEMBER 21, 1993

By Dennis Brandon
President

Alaska Visitors Association

Rumor has it there's an investment opportunity that would set Wall Street on fire. It's an
investment that would yield a massive dividend each year - with a payback of over SI 00 on
each state dollar invested.

Only it's not a rumor. That's what Alaska's citizens get in return for a tourism marketing budget
that promotes the state as a world-class visitor destination. Given that, would you cut the
marketing budget - and thus the ultimate return - for this bright star that is the tourism
industry? Or would you put just a little more money into the promotion of Alaska's visitor
product? The obvious answer - yes, to the latter.

It doesn't take a business whiz to gather that if you cut promotion of a product, less folks will
know about it; less folks will buy it. Yet that is exactly what the state government is calling for -
- to cut by nearly one-half the budget for the Alaska Tourism Marketing Council - the entity
that markets Alaska to the United States and Canada, where 93% of Alaska's,visitors come
from. Even more perplexing is the 1ack of proposed similar cuts to the budget of the Alaska
State Division of Tourism, the state government agency responsible for marketing Alaska
abroad, where less than 7% of Alaska's visitors come from. Both missions are important to the
future of the Alaska tourism industry. Neither budget should be cut. If anything, in these wildly
uncertain economic times, the stable revenue flow from the visitor industry demands an
increase in the tourism marketing budget.

emore-



TOURISM WORKS PACE 2

Simply put, the visitor industry is Alaska's bright star. Certainly, oil revenues are declining and
by all indications, they will continue to decline. The seafood, timber and mining industries are
experiencing some very unstable, even devastating, times. Of all the major private sector
industries in the state, tourism is, and has been, growing steadily for years —decades, really.
Tourism is clean and renewable. T0UrSM IS also the second largest private sector employer,
and ranks third in total private sector economic impact to the state of Alaska.

S0, we strangle the visitor industry by cutting the domestic cooperative marketing budget in
half? Itjust doesn't make sense.

Let's look at the facts for a minute.

Does the visitor industry impact the state government budget? Absolutely, to the tune of more
than 552 minion last year alone in the form of taxes, docking fees, fishing licenses and other
revenue enhancers, not to mention the whopping 57.7 bittion in total economic impact. These
numbers are a direct result of smart marketing. Even given a cooperative marketing budget of
less than 58 million last year, the marketing investment we made in promoting Alasxa as a
travel destination yielded a staggering rate of return.

Are all visitor industry jobs temporary or going to "Outside" college students? Absolutely not!
Some 13,500 full-time, year-round jobs and some 52,000 indirect jobs are created for Alaska's
homegrown talent by tourism activity in the state.

The visitor industry provides great opportunities for young Alaskans to find employment. Let's
be honest. Every one of us got our beginning somewhere; chances are we did not start out as
the CEQ. But through hard work, perseverance and dedication, we can succeed and grow in
our professions, eventually to hold down responsible positions and respectable salaries. The
senior management in virtually every visitor business (and most every professional) | know has
one thing in common —they got their start just like the rest of us —at entry level. They worked
and they succeeded. That's the American way and should be the Alaskan goal.

more
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Beyond employment, the commerce of tourism is extremely entrepreneurial in nature. No other
major industry - not oil, not timber, not mining, not fisheries -- can offer Alaskans the most
basic of opportunities to start and operate their own business. The Alaska visitor industry is 84
percent Alaskan-owned and operated, with more than 80 percent having less than four
employees and generating under 5400,000 each year. Hardly mega-corporations at all, but
rather the result of people with vision and energy to stand on their own feet. In fact, if you look
around Alaska, you'll notice a lot of these small businesses that lie at the heart of this state's, as
well as this nation's, economy - bed and breakfasts, gift shops, charters, guide services,
equipment and vehicle rentals, just to name a few.

| guess some folks figure that if you can't dig it, pump it, cut it or catch it, the economic worth
of a product just isn't as vital. No, you can't hold Alaska's visitor product in your hand, it's too
big. But you can sell it, and sell it we have - very successfully.

Alaska destination marketing costs, considered as a percentage of the state budget, is a small
price to pay for Alaskans. Local convention & visitors bureaus, and regional tourism marketing
organizations have done an outstanding job in promoting their areas, and the fact is that they
draw heavily on the groundwork accomplished by the state's cooperative marketing program.
As a result, communities statewide see one million visitors each year - visitors who leave
behind over 416 million dollars in Alaska's economy. And, because there are visitors, visitor
industry businesses invest 5 448 million in property and equipment and spend an additional
5285 million in Alaska each year. Moreover, the visitor industry affects employment of over
70,000 Alaskans, and directlv supports an annual payroll of $244 million.

Alaska's position as a world-class destination doesn't just attract tourists. It also commands the
attention of competition from other destinations - competition that is outspending us 10 to one
in some instances in an effort to capture the same one million visitors we hope to bring to
Alaska next year. For example, one of Alaska's prime competitors, Hawaii, spends over 523
million a year to promote its destination.

S0, what happens if we cut the tourism budget?

-more
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Our marketing reach will decrease proportionately. The opportunity for small businesses to
affordably reach a national marketplace of travelers will be significantly reduced. Some small
businesses will suffer, others may fold. Industry growth will stagnate. With the loss of this
commerce comes the loss of jobs and a heavier drain on already overburdened social services.
It also means the loss of taxes and fees that these businesses would otherwise pay —revenue
that would have gone toward improving the plight of our communities' infrastructure. Visitors
bring those new dollars so desparately needed to stimulate our Alaskan economy.

Our industry, like all others in Alaska, is interdependent with other basic industries. Remove
tourism, or fisheries, or oil from the equation, and the cost of providing basic transportation,
supplies and services hecomes more expensive. It's simple economies of scale. To assume
that our industry doesn't play bail with other basic industries based on our different playing

fields is an error,

For instance, the visitor industry and the Alaska oil and gas industn/, far from being mutually
exclusive, are in fact working very much together on both the philosophical and operational
planes. Many may not realize that cooperation and funding by Exxon and the oil industry
following the Valdez spill played a large role in bolstering tourism numbers affected by
publicity from the accident.

And, contrary to some opinions, the visitor industry provides one of the best venues to present
all of Alaska's commerce. According to the visitor industry Statistics Program, the Alyeska
Pipeline ranks as one of the top 20 visitor attractions. Salmon hatcheries around the state are
encouraging more and more visitor programs that showcase fishery industry enhancement at its
very best. Most recently, a tourism operation in Fairbanks expanded to highlight placer mining
and present an educational synopsis of mineral resources in the state.

Make no mistake about it folks; as Alaskans, we are in this thing together. And as we have
emphasized with the legislature, with the Resource Development Council and recently during
the state Wetlands policy summit, we are solidly behind the mainstream sentiment where
growth is concerned.

-more
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Finding a solution to Alaska's economic woes won't be easy. But at least part of the answer lies
in the kind of economic diversification that tourism offers. Tightening the noose on the visitor
industry hurts the people who can least afford it - the small mom-and-pop businesses that are
so important to our collective well-being and so much a part of what Alaska is all about.
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Cohlo Address
"Sousteva"

) ) Telephone
Southeast Stevedoring Corporation 907-225-0157

CONTRACT INI3STEVEDORES

P. O. BOX SOBO

Fax
907-225-8254

Telex:
KETCHIKAN, ALASKA 99901 413618

January 20, 1994

Representative Eldon Mulder
Rlaska state Legislature
State Capitol

Juneau, Alaska 99801

Re: House Bill 342

Dear Representative Mulder:

I wanted to contact you personally to voice my concerns and
opinions regarding the Alaska Tourism Marketing Council

(ATMC), about which the Labor and Commerce Committee Iis
meeting today.

In a time of declining oil revenues and tightening state
budget, it becomes even more important to support growth
industries. one of this state®"s biggest success stories
--touri3m-- has experienced skyrocketing growth. Growth
which 1is due in large part to the efforts of the ATMC.

Working with all segments of the tourism Industry, ATMC has
endeavored to develop, coordinate and implement programs
enabling enterprises large and small to "get out” their
Alaska message to potential travelers. And those travelers
have come in droves - hundreds of thousands each year~-
summer, fall, winter and spring. | believe the numbers, as
reflected in the most recent Alaska Visitor statistics
Program (AVSP), show the industry growing significantly year
after year. Additionally, each and every traveler spends
hundreds of dollars on services such as sightseeing toura,
hotel rooms, meals, rental cars, hospital services and
health care, and transportation, to name only a few.
Perhaps most importantly, cultural events that preserve
native heritage have flourished as a result of tourist’s
growing awareness of Alaska®s unique and varied history.

I have forwarded to you a brief statement by Dennis Brandon,
president of the Alaska Visitors Association, summarizing
the benefit to all of Alaska as a result of AVMC"s work.
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I hope I can count on you to support the ATMC, and the
state®"s growing tourism industry, through your endorsement
of HB342. I also hope to see ATMC funding levels at least
as high as those of FYro4.

Thank you for your time and continued support of this
industry so vital to the Alaskan economy.

Respectfully,

SOUTHEAST STEVEDORING CORP.

Bill sharp |
Vice President, Operations

enclosure
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December 23, 1993

Tina Lindgren
Alaska Tourism Marketing Council EEC*-\ J993
3601 C Street, Suit© 700.
Anchorage, Alaska 99503
MARKifnrj© COUMC/r

Dear Tina*

Just a quick note to say "thank you"™ for conducting tho recent survey, and
by providing us with some informative words on who/what ATMC actually is

L does.

My husband and 1 have run a small business hors in Haines for 15 years, and
greatly appreciate and depend upon the state"s/private sector"s co-oper—
ative marketing program. Without you we could not exist! Thanks again for

all your efforts, and if you"re ever 1in our neighborhood, we"d be happy CO
put you up!

BEST WISHES FOR THE HOLIDAYS!

Sincerely,

Worm S, Suzanne Smith
Owners/Operators, Fort Seward B & B
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Rick Halford

Alaska State Legislature
Room 111

Juneau, AK 99801-1182

Dear Mr, Halford,

I would like to voice my concern regarding the proposed ss

m illion cut to the Cooperative M arketing Budget. As a small
businessman directly dependent on tourism dollars during a Hhort
summer season, being able to participate in a highly visible
cooperative marketing program as has bean put together by ATMC
has been very productive for us. The V acation Planner is the
single most productive vehicle we have to market ourselves nation -
ally and internationally at a price we can afford. However, even
the cost of a email narrative ad has doubled for the 19005 Planner.
Thia is in response to past and proposed outs to tho Cooperative
M arketing Budget.

We all realize times are getting loaner and subsidies are being
cut because of decreased oil revenues and other factors. One bright,
consistent light in the gloom however, haB been the inflow of

tourism dollars to the state. A definite renewable resource that
shows positive growth every year and benefits virtually everyone
in the state at one level or another! As strong as tourism is

becoming, it definitely needs nuturing and attention and not taken
for granted. Cutting the ATMC budget w ill be felt right down to my
level and this is a most important level to me and many other
companies, and our employees, and their fam ilies! It gats right

down to the basics.

Please consider increasing funding for the Cooperative M arketing
Budget, not decreasing. We are trying to pull our weight on this
small business level, but we do need some assists ice before the
load get3 prohibitive.

Thank you for your consideration.

Qi virtot*q 1\r.

KENAI FJORDS NATIONAL PARK «RESURRECTION BAY NORTH GULF COAST



January 9, 1994

Hon. Cynthia Toohey

Alaska State House of Representatives
State Capitol Building MS 3100
Juneau, Alaska 99802

Dear Cynthia,

I -iderstand there®"s some question as to whether the
state should continue helping fund the marketing of Alaska
as a tourist destination.

My answer is a resounding, "Yes2"

The growth of the visitor industry is one of the best

things that"s ever happened to Alaska, and the state®"s

financial participation is critical to this continued
success.

The millions of dollars which tourists leave in Alaska

make a difference to us all. Even in a business such as
mine, which 1is hardly at the center of the visitor industry,
their importance 1is very real. In my opinion, 1if Anchorage

had no visitor industry, KLEI” could not continue as a viable
enterprise.

President and General Manager

ljrg

3601 C Street. Suite 290 Anchorage, Alaska 99503 9 (907) 361-5556
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January 18, 1994

Representative Rill Hudson

Alaska State Legislature
State Capitol
Juneau, AK 99801-1182

Dear Representative Hudson:

jourlsm In Alaska alTciAb moat people in Alaska. Nome is a small

community arid wec estimate that any new dollar?; in oui
win turn at least 5 ilmea. Tho Liojuil 3iui*#«
tourism . Those

community
far our now dolhrc itr
turning dollars affect most people in
rcuuon, | wuulij uiy* yw L*»

Nome. For this
«.pArt thft HBnuthoriatition of the ATMf
through the passage of House Bill 342.

n AIMC oromQW Al«lra nn a miirh |arger seal?\han Nome would ever
-LPI a@] 3 ) He ' | i E\&aitisthen

0 t0 do on'its own. The ATM: hrings™ the visitor ~— to A

uui JuO Lw L»iing the viakui lu Mum™>*.

Axn* will *noofnntl].f npr'flriifarl
Slnuuijy yuuii,

(U —c—.'t- ' ,d r [ 7-" " 0f"(
Riuhoid Uenevillo

cc: Kiohard Fowiwr
.n.inoim i/lrimiv Ahhrii itflim"'i
Al Ariamn
Al Vczoy

.01






Date Referred: January 10, 1994 FURTHER REFERRALS: State Affairs
Date of Committee Action: /s o 7V

The LABOR AND COMMERCE Committee considered: HB 353
HOUSE BILL NO. 353 HORIZONTAL PROPERTY MANAGEMENT

"An Act repealing the requirement of an annual audit of the receipts and expenditures applicable to certain
property managed under the Horizontal Property Regimes Act."

RECOMMENDATIONS: f J the same title
be replaced with 1 ] a new title

[ ] have attached amendments(s)

[ ] do pass

[ ] do not pass

[ ] no recommendations

DO individual recommendauons

[ ] addidonal referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS: (DepilDaic)
[ ] fiscal impact [ ] fiscal note(s)

[XI zero fiscal note [ ] zero fiscal note(s)

SIGNING DO PASS DNP



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(907) 465-3807 or 405-2450

FAX (007) 405-2029 130 Seward Street, Suite 409
Moil Slop 3101 Juneau, Alaska 99801-2105
MEMORANDUM March 9, 1994
SUBJECT: Draft CSHB 353 (L&C) (Work Order No. S-LS1474\))
TO: Representative Bill Hudson, Chair

House Labor & Commerce Committee
ATTN: Lynda Giguere

FROM: Jack Chenowe
Legislative jZouns

A brief word of explanation about the enclosed draft.

You asked me to prepare language, in the form of a draft committee substitute, to
"level the playing field" with respect to the financial statement reporting requirements
applicable to condominium associations. Condominium association activities are
principally controlled by two Acts, the Horizontal Property Regimes Act (AS 34.07)
and the Uniform Common Interest Ownership Act (AS 34.08).

Requirements under Uniform Common Interest Ownership Act (AS 34.08):

The Uniform Common Interest Ownership Act is the later of the two acts in time.
It applies to condo associations operating on and after January 1, 1986. Certain
provisions of the Uniform Common Interest Ownership Act may apply to condo
associations that were established before that date.  For associations now covered

U Sec AS 34.08.040:

APPLICABILITY TO PREEXISTING COMMON INTEREST
COMMUNITIES. Except as provided in AS 34.08.050, the provisions of
AS 34.08.110, 34.08.120, 34.08.290, 34.08.320(a)(1) - (6) and (11) - (16),
34.08.420, 34.08.470, 34.08.490, 34.08.510, 34.08.590, 34.08.670, 34.08.720,
34.08.730,34.08.740, and 34.08.990, to the extent necessary in construing any
of those sections, apply to all common interest communities created in the
slate before January I, 1986, except that the sections apply only with respect

to events and circumstances occurring after January 1, 1986, and do not
(continued...)



Representative Bill Hudson
March 9, 1994
Page 2

by the Uniform Common Interest Ownership Act, AS 34.08.490(a) imposes this
requirement on the keeping of financial records:

(a) The association shall keep financial records sufficiently
detailed to enable the association to comply with AS 34.08.590. -

~(...continued)
invalidate existing provisions of the declaration, bylaws, or plats or plans of

the common interest communities.

-1 The cross-reference to "AS 34.08.590" is a reference to the so-called "resale
certificate” requirement, the requirement of AS 34.08.590(a) that the association prepare and
provide a resale certificate to a unit seller, when requested. The statute sets out the following
as the necessary components of the resale certificate:

@) ... [A] unit owner shall furnish to a purchaser before execution
of a contract for sale of a unit or before conveyance a copy of the declara-
tion, as amended, the bylaws, the rules or regulations of the association, and
a certificate containing a statement disclosing

(1) the effect on the proposed disposition of a right of first
refusal or other restraint on the free alienability of the unit;

(2) the amount of the monthly common expense assessment
and any unpaid common expense or special assessment currently due and
payable from the selling unit owner;

(3) any other fee payable by unit owners;

(4) any capital expenditures in excess of' S3,000 approved by
the executive board for the current and two next succeeding fiscal years;

(5) the amount of reserves for capital expenditures and of
any portions of the reserves designated by the association for a specified
project;

_ (6) the most recent reqularly prepared balance sheet and
income and expense statement, if any, of the association;

(7) the current operating budget of the association;

(8) any unsatisfied judgment against the association and the
status of any pending suit in which the association is a defendant or plaintiff;

(9) any insurance coverage provided for the benefit of unit
OWners;

(10) whether the executive board has knowledge that any
alterations or improvements to the unit or to the limited common elements
assigned to the unit violate any provision of the declaration;

(11) whether the executive board has knowledge of any
violation of a health or safety, fire, or building code or other law, ordinance,
or regulation with respect to the unit, the limited common elements assigned
to the unit, or any other portion of the common interest community;

(1?) nstatement of the remaining term of a leasehold estate
affecting the common w.ierest community and the provisions governing an

extension or renewal of the lease;
(cotanued.. )



Representative Bill Hudson
March 9, 1994

Page 3

Financial and other records must be made reasonably available for
examination by a unit owner and an authorized agent of a unit owner.

There is no separate requirement of an annual or periodic audit of the financial
transactions of the associations that are covered by the Uniform Common Interest
Ownership Act.

Requirements under Horizontal Property Regimes Act (AS 34.07"):

Though it uses the terms "apartment” (in reference to an individual unit) and
"association of apartment owners" (in reference to the condo association), the
Horizontal Property Regimes Act applies to condominiums and condominium
associations. Under AS 34.07.280(b) -J, an annual audit is required of the
condominium association, and the duty to make arrangements for one is imposed on
the association's manager or its board of directors.

The draft committee substitute makes changes only to AS 34.07.280(b). It (1)
eliminates the requirement of an annual audit., (2) substitutes a directive that for the
purpose of keeping financial records, if the "association of apartment owners" (using
the words of AS 34.07) is subject to AS 34.08, the performance standard be exactly

A(...continued)

(13) a statement of any restrictions in the declaration
affecting the amount that may be received by a unit owner upon sale,
condemnation, casually loss to the unit or the common interest community,
or termination of the common interest community; and

(14) in a cooperative, an accountant’s statement, if any was
prepared, as to the deductibility for federal income lax purposes by the unit
owner of real estate taxes and interest paid by the association.

In this draft committee substitute, | propose to replace the text of AS 34.07.-
280(b). So that you may understand tltc context in which that change would appear, the
entire section now reads:

RECEIPTS AND EXPENDITURES RECORDS TO BE KEPT.
(a) The manager or board of directors shall keep detailed and accurate
records in chronological order of the receipts and expenditures affecting the
common areas and facilities, specifying and itemizing the maintenance and
repair expenses of the common areas and facilities and any other expenses

incurred.
(b) All books and records shall be kept in accordance with good

accounting procedures and shall be audited at least once a year by an
auditor outside of the organization.



Representative Bill Hudson
March 9, 1994
Page 4

the same as set out in AS 34.08.490 and, if the "association of apartment owners" is
exempt from AS 34.08, for purposes of "leveling the playing field,” the standard of
performance is that of being able to provide "an accurate balance sheet and accurate
income and expense statement of the association,” ~ and (3) to avoid any question
on the point, authorizes, as the condominium association manager or board of
directors may deciue, preparation of a formal audit.

JBCrmi
94-052.mai

Enclosure

lderive this standard directly from the language of AS 34.08.590(a)(6), the text
of which is set out in footnote 2
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CS FOR HOUSE BILL NO. 353(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVE JAMES

A BILL
FOR AN ACT ENTITLED
"An Act amending the requirement of an annual audit of the receipts and
expenditures applicable to certain property managed under the Horizontal Property
Regimes Act to one that permits the making of an audit, and providing, in place
of the audit requirement, that condominium associations subject to that Act
maintain their financial records to the standards for financial statements required

by the Uniform Common Interest Ownership Act.'l

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

* Section 1. AS 34.07.280(b) is repealed and reenacted to read:

(b) The manager or board of directors of the association of apartment owners

shall keep the books and financial records in sufficient detail that, if the association
of apartment owners is subject to AS 34.08.490, the association can comply with the
requirements of AS 34.08.590(a)(6) or, if the association of apartment owners is not
subject to AS 34.08.490, the association manager or board of directors is able to

_ -1- CSHB 3530L&Q
Naw Texc Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT WORK DRAFT

prepare and present an accurate balance sheet and an accurate income and expense
statement of the association. The manager or board of directors may provide for an

audit of the receipt and expenditure records of the association at intervals as the

manager or board may determine.

CSHB 353(L&C) , -2-
vew Texc Underliners (DELETED TEXT BRACKETED1






Date Referred: January 18, 1994 FURTHER REFERRALS: Finance

Date of Committee Action: C?// Q /
The LABOR AND COMMERCE Committee considered: HB 381

HOUSE BILL NO. 381 COMM’L FISH LOANS FOR CERTAIN OBLIGATIONS

"An Act relating to the commercial fishing revolving loan fund and the fisheries enhancement revolving loan
fund; and providing for an effective date.”

RECOMMENDATIONS: [ ]the same title
be -laced with [ 1anew title

[ . ,«uve attached amendments(s)

[ ] do pass

[ ] do not pass
[ 1 no recommendations
[X] individual recommendations

[ ] additional referral to the__ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS: (Dept/Due)
[ ] fiscal impact [ ] fiscal note(s)

~  zero fiscal note [ ] zero fiscal note(s)

SIGNING DO PASS DP



DRAFT DRAFT DRAFT DRAFT

Proposed House Labor and Commerce Letter of Intent for CSHB 381(L&C)

It is the intent of the House Labor and Commerce Committee that the
Division of Investments exercise particular care in forecasting loan demand
in order to fully accomodate all new commercial fishing lending needs that
arise from the [expansion”™ of the  commercial fishing loan program bythe
Eighteenth Alaska State Legislature. It is further the intent of the House
Labor and Commerce Committee that use of the Commercial Fisheries
Revolving Loan Fund for loans for refinancing purposes succeed all other
commercial tishing lending needs in priority. Finally, it is the House Labor
and Commerce Committee's intent that transfers of excess funds from the
Commercial Fisheries Revolving Loan Fund be permitted only after
commercial fishing loan needs, including any anticipated loans for
purchase of Individual Fishing Quotas, have been met.

d& JbJX.
\\/WJUfc ModiAt



SPONSOR STATEMENT

HOUSE BILL 381
COMMERCIAL FISHING REVOLVING LOAN FUND AND THE
FISHERIES ENHANCEMENT REVOLVING LOAN FUND

House Bill 381 adds five new elements to AS 16.10.

[ 1. Refinancing of private bank loans. _

2. Loans to upgrade existing vessels and gear for quality
improvement. o

13, Loans to satisfy federal tax obligations.

4. Loans to satisfy past due child supﬁort obligations; and

5. Provides for the transfer of funds that are not needed for

current loan demand between the Commercial Fishing

Revolving Loan Fund and the Fisheries Enhancement

Revolving Loan Fund.

The Commercial Fishing Loan Program is a primary source of
loans to Alaska fishermen and one of only two lenders authorized by
law to take Alaska limited entry permits”as collateral. One of the
basic tenets of the Commercial” Fishing Revolving Loan Fund was to
maintain a resident Alaskan fishery. “If permits"go up for auction
because of seizure, there is no control over keeping them in state.

. The IRS currently is not receptive to making pay arrangements
with fishermen who are in arrears on their federal tax obligations.
According to the IRS, 74% of the Alaska resident limited entry

ermit holders in arrears who have filed federal tax returns owe
510,000 or less. These Alaskans are not tax evaders, but simply
ishermen facing a crisis.

~ The fishermen's difficulty meeting federal tax obligations is
carried to other obligations as well. ~ These fishermen are having a
difficult time paying any of their creditors - mcludmgD child ~
support claimants. “HB 381 would provide some relief 1y authorizing
loans of already appropriated funds for secured loans. These would
not be grants or give-aways; but, would growde the opportunity for
{lhsh_errﬂend to meet their debt obligations by keeping the permit in

eir hands.



The refinancing provision would allow fishermen to combine
debt service on permit loans and boat loans or with loans from
other Prlvate lending institutions. It would also provide for a better
interest rate and more reasonable payment schedule. There have
been instances where a fisherman owned a limited entr?; permit free
of encumbrances and held a boat loan through a P_nvate anking
institution. Through circumstances beyondthe fisherman's control,
the debt obligation on the boat could not be met and the boat was
confiscated b¥, the lender. In this situation, a fisherman has no
means of participating in the fishery and no moans of meeting the
debt obligation.

HB 381 would allow the Department of Commerce and Economic
Development to transfer funds that are not needed for current loan
demand between the Commercial Flshm% Revolving Loan Fund and the
Fisheries Enhancement Revolving Loan Fund.

_House_Bill 381 addresses constituent needs of every
legislator.  The crisis in salmon fisheries has affected every area of
the state. Much of what has happened in the salmon industry is well
beyond the control of fishermen.” 'HB 381 would provide some small

measure of support and help through a secured loan process in these
difficult times.
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MEMORANDUM

Representative Bill Hudson, Chair
House Labor & Commerce Committee

Representative William K. Williams _
Member, House Labor & Commerce Committee

FROM: Representative Carl E. Moses o
Chairman, House Special Committee on Fisheries

DATE: February 28, 1994
RE HB 361

As you know, the Senate version of HB 381 (SB 251) has had tw"-
hearings in Senate Labor and Commerce and is now in House Finance
where it is scheduled for a hearing tomorrow.

Senate Labor and Commerce adopted a committee substitute which |
have attached. At present, | concur with the revision on page 2,
lines 9-12 which deletes the child support section.  This Section
also adds a one time stipulation to loans secured to satisfy IRS debt
service and caps the amount of each loan at $30,000. | am in
agreement with these changes.

| do not support the changes on page 4, Section 4 which would only
allow one-halt of the monies surplus to projected loan demand under
the Commercial Fishing Revolving Loan Fund' (CFRLF) to be
transferred to the Fisheries Enhancement Revolving Loan Fund
(FERLF). One of the major intents of this legislation was to make
ADAK @ AKUTAN » AMCHITKA » ATKA » ATTU « BELKOFSK] » CHERNOFSKI « CHIGNJK « CHIGNIK LAGOON » CHIGNIK LAKE
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Fapresentative Bill Hudson
Representative William K. Williams

Page 2
February 28, 1994

available to the commercial fishin% industry ar%y monies surplus to
loan demand in the CFRLF through the FERLF. The Department of
Commerce and Economic Development &DCED) has no intentions of
changing their loan forecasting to "short" the CFRLF. If all the
surplus “monies are not made available for transfer, they will most
likely be appropriated to the general fund by request of OMB.

| do not support the changes on page 4, Section 7 which would place
an unnecessary burden on” DCED. DCED follows the guidelines set hy
ADF&G of 50% as a viable contribution to the common Property_ _
fishery for any hatchery Program under consideration for receiving
loan monies. “The percentage of contribution is usually much higher.
The Regional P_Iannmg Team process is slow and does not examine
the same_criteria DCED would in making decisions. DCED will be
making financial determinations based on sufficient collateral with
assurances for repayment. This section only serves to complicate
the legislation.

| would appreciate your scheduling HB 381 for a hearing soon.
Attachments
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MEMORANDUM

T0: Representative Bill Hudson
Chairman, House Labor and Commerce

FROM: Representative Carl E. Moses o
Chairman, House Special Committee on Fisheries

DATE: January 31, 1394
RE: House Bill 381

| want to thank you for your willingness to schedule a subcommittee
meeting. on HB 381 to attempt to answer some of the questions
concerning this bill prior to a formal hearing.

Following is a list of people wno have expressed interest in this bil
and Cheryl Sutton from my staff would be gglad to contact these
people orice you schedule a time and place Tor the meeting.

Kate Troll, Executive Director, SEAS
Gerry McCune, Executive Dire; , UFA
Martin Richard, DCED

Mary McDowell, House Resources Staff
Frank Homan, CFEC o
Ray Gillespie, Aquaculture Associations
Bryce Edgmon, Staff to Senator Jacko

There maY be others who are interested in attending and | will alert
you if that is the case.

Again, | appreciate your help in facilitating this meeting.
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WALTER J. HICKEL GOVERNOR

C1F M M M Ag\ R9 Y)le’ #109

COMMERCIAL FISHERIES ENTRY COMMISSION 4 sl
RECEIVED

J&N 1994

January 25, 1994

Dear Anchorage Daily News Editor:

On Friday, January 21, 1994, you issued a '"Jeer" to Senator Jacko for
introducing proposed legislation which would authorize existing revolving loan
funds of the State"s Commercial Fishing Loan Program to be made available to help
Alaska fishermen meoc federal tax and child support obligations. (The Commercial
Fishing Loan Program is a primary source of loans to Alaska fisherman and one of
only two lenders authorized by law to take Alaska limited entry permits as
collateral.) In your apparent eagerness to attack the messenger, you harshly
condemned the message despite the fact that, on the previous day, your paper
carried two articles about the crisis in the Alaska salmon industry whic>. cried
out ¥ more thoughtful consideration of the issue.

As ycur paper reported, Alaska salmon fishermen have been struck by forces
beyond their control. Your article pointed out that many have lost nearly 75%
of their prior earnings due to changed world market conditions. Their earnings
may be cut in half again during the coming season with no assurance that prices
have hit bottom. At the same time, fishermen®s fixed costs remain the same or
are rising. These fishermen are having a difficult time paying any of their
creditors, including the IRS and child support claimants.

Your paper also correctly reported that 74% (or 827) of the Alaska resident
limited entry permit holders, who have filed returns but who have not been able
to pay their taxes, individually owe the IRS $10,000 or less. Clearly, these
Alaskans are not tax evaders but, simply, as your paper reported, Tfishermen
facing a crisis.

As self-employed risk takers, Alaska fishermen are similar to self-employed
people throughout the rest of the country who have troubles with the IRS 1in
similar proportions. As small businessmen, they labor without the comfort and
security of a salary and mandatory tax withholding. What makes Alaska fishermen
different is that the IRS has the power to strip them of their limited entry
permits and thereby destroy their means of earning a living for all time. This
power over already suffering fishermen is a threat to the economic support of
Alaskan children, families, villages, and the State as a whole.

The legislative proposal would provide some relief by authorizing loans of
already appropriated funds from one of the few lending sources available. These
would be secured loans--not grants or give-aways.



Anchorage Daily News Editor -2- January 25, 1994

Every legislator has at least some constituents caught in this financial
crisis. These Alaskans would prefer to work, meet their obligations, and
contribute to the Alaska economy. They do not want to be forced to seek welfare.
The Ilegislative proposal would help to relieve some of the suffering and to

protect Alaskans®™ necessary access to their traditional fisheries and their means
of earning a living.

Your paper has won he print news war. From the security of your salaries

and mandatory tax withholding, are you being fair, when you condemn a modest
legislative proposal and say:

If paying off tax or child support debts costs [Alaska
fishermen] their limited entry permits, that®"s the price
they pay for their own irresponsibility.
IT you honestly believe this, you should travel beyond Anchorage more often (or,
at least, read more closely your own paper).
Yours Truly,
COMMERCIAL FISHERIES ENTRY COMMISSION
Bruce Twomley, Chairman

Frank Homan, Commissioner
Dale G. Anderson, Commissioner

CCc: Members of the Alaska Legislature
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Slate of Alaska/Department of Revenue
Child Support Enforcement Division
Top 100 Non-Payors of Child Support in the State of Alaska
(Defined as obligators owing the most back child support)
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DIVISION OF INVESTMENTS
ALASKA DEPARTMEI7TTOF COMMERCEAND ECONOMIC DEVELOPMENT

ADDITIONALINFORMATION FOR SB 261

The following information is intended to answer gxiostions thathave recently come
up concerning the impactcn the Commercial Fishing and Fhaeriea Enhancement

loan funds ifSB 261 were to passin its presentform tCSSR 251CL&C)).

TotalOutstanding Balance CFRLF F65,500,000
TotalAppropriationsto CFRLF >60,201,000
TotalAppropriations from, CFRLF 1144,234,300
NetofApi,ropriations $15,066,700
LastAppropriationto CFRLF $3,710,000 in 1905
Total Outstanding Balance FERLF $76,620,000
Total Appropriationsto FERLF $74,725,400
Total Appropriations from FERLF $3,495,200
NetofAppropriations $71,280,200
Loan Repayments .Since FY 89 $12,660,300
General Fund Requestas a ResultofIB 261 -0-
Additional Personnel Required to Administer -0-
Funds Available for IFQ, IRS, Refrigeration

and Refinancing Requests as a Resultof

SB 251 and SBIS2 $5,000,000
Fu dsAvallabIe for Transfer from CFRLF to

FERLF ifSB 251 and SB 183 Pass -0-

It is likely thatloans for Individual Fishery Quota Shares (SB 132), IRS debts,
refrigeration and refinancing will use up avatlable funds for FY 95 eliminating

the possibility ofa transfer.

Criteria borrowers requesting onetime loans to pay IRS obligations will need to

meet:

1. demonstrate thata limited entry permitis in danger offoreclosure by the
IRS;

2. meetalleligibility requirements;

3. have adequate collateral to secure the loan;
4, demonstrate the ability to make loan repayments;
5. allow disbursementdirectly to IRS; and

6. notexceed aloanlimitof$30,000.



DIVISION OF INVESTMENTS
ALASSCA DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
FISHERIES ENHANCEMENT REVOLVING LOAN FUND
HISTORICAL SUMMARY

(Dollars in Thousands)

AS 16.10.500; enacted In 1976
3 AAC 31.010

Purpose: Loans are available for planning, construction, and operation of fish hatchery facilities,
including preconstruction activities necessary to obtain a permit, construction activities to build the
hatchery facility, and the costs to operate the facility.

E|Ig|bl|lty Loans may be made to qualified regional associations or private, nonprofit corporations
who have obtained a private, nonprofit hatchery permit from the Alaska Department of Fish and
Game (ADF&G). Loans may also be made for planning and preconstruction purposes prior to receipt
of a hatchery permit from ADF&G.

Terms:

Maximum loan amount: $10,000.0

Maximum loan term: 30 years

Interest rate: fixed rate at Prime +1%

No repayment of the principal is required for an initial period of sin to ten years; no interest on the
principal shall accrue during that period.

Total appropriations to RLF - $74,725.4
Total appropriations from RLF ( 3.495.2)
Net of appro, latlons $71,230.2 (through 12-31-93)

Total number of loans commftted - 213 (through 12-31-93)
Total dollars committed - $88,070.4 (through 12-31-93)

Current statistics (as of December 31, 1993):

Number of loans outstanding: 177
Principal amount outstanding: $75,797.2
Delinquency and Default Based on Based on No. of
Balance Outstanding Loans Outstanding
% Delinquent 0.0% 0.0%
% in Default 0.0% 0.0%

Prepared by: Division of Investments
Revised January 20, 1994



DIVISION OF INVESTMENTS
ALASKA DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
COMMERCIAL FISHING REVOLVING LOAN FUND
HISTORICAL SUMMARY
(Dollars in Thousands)

AS 16.10.300; enacted in 1972
3 AAC 80.010 - .090, .900

The Commercial Fishing Revolving Loan Fund consists of two sections, Section A and Section B,
each with Its own particular requirements. The loan program allows for prequalifications for loans to
purchase limited entry permits and for assumptions of existing loans. Existing loans may be
refinanced at a fixed rate of Prime plus 2%.

Section A loans may only be made to finance the purchase of limited entry permits.

Eligibility for Section A: Loans may be made to individual commercial fishermen who have been
Alaska residents for the past two years and have been active in the applicable fishery' during the past
‘hree out of five years.

Section B loans may be made for the repair, restoration cr upgrading of existing vessels and ge”v,
and for the purchase of limited entry permits, gear and vessels.

Eligibility for Section B: Loans may be made to individuals who have been Alaska residents for the
past two years and, due to a lack of training or lack of employment opportunities in the area of
residence, do not have occupational opportunities available other then commercial fishing or are
economically dependent on commercial fishing for a livelihood.

Terms: Maximum loan amount: Section A - $300.0; Section B - $100.0
Maximum loan term - 15 years Interest rate - fixed rate at Prime 4 2%
Total appropriations to RLF - $60,201.0
Total appropriations from RLF - 144.234.3)
Net of appropriations $15,966.7 (through 12-31-93)

Last appropriation to RLF - $3,710.0 in 1985

Total number of loans committed: 4,160 (through 12-31-93)
Total dollars committed: $262,325.6 (through 12-31-93)

Current statistics (as of December 31, 1993):
Number of loans outstanding: 1,234
Principal amount outstanding: $65,269.3

Delinquency & default Based on Based on
balance outstanding no. of loans outstanding
% Delinquent 27.7% ( 21.2%
% in default 0.7% V 0.9%

Prepared by: Division of Investments
Revised January 20, 1994



DIVISION OF INVESTME TS
ALASKA DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

PROPOSED ORDER OF PRIORITY
FOR THE COMMERCIAL FISHING LOAN PROGRAM

1) Purchase Permit

2) IRS Loan to Protect Permit

3) Vessel Upgrade or Purchase (includes refrigeration)
4) Gear

5) IFQ's

6) Refinance Other Loans

7) Excess Fund Transfer

Prepared By: Division of Investments 3/9/94



SEAS 789 511r P . UAL

[ J Ketchikan Office ( iv'ffunenu Office
P.O. Box 9579 9226 Long Run Dir.
Ketchikan, AK. 99901 Juneau. AK. 99801
phone: (907) 225-5156 phone: (907) 789-5117
fax: (907) 225-5258 fax: (907) 789-5117
March 9.1994

Representative Bill Hudson, Chair
Labor and Commerce Committee
Alaska State Legislature

Juneau, Alaska 99801-1182

Dear Representative Hudson;

Southeast Alaska Seiners, (SEAS) recently reviewed HB 381 at their semi-annual Board meeting.
While generally in support of this bill SEAS does have a major concern regarding excess funds
from the Commercial Fishing Revolving Loan Fund to be used for the Fisheries Enhancement
Revolving 1"oan Fund Our primary concern is that these funds mightbe usei to artificially prop-
up hatchery programs that are not likely to succeed for one reason or another and in the process
exhaust the Commercial Fishing Revolving Loan Fund. This legislation currently offers no
safeguards to address this concern.

Concern about hatcheries being financially feasible and beneficial to users of the common property
fisheries 13no. new, noris ita concern exclusive to SEAS. In 1992, the Special Committee on
Domestic and International Commercial fisheries, chaired by Senator Dick Eliason, released their
final report which contained these relevant options for legislative and administrative consideration:

1)"Requiring a more extensive public benefit-cost analysis before providing enhancement
loans. This means that a project or facility expansion would net only have to be financially
fcasbile-capable of paying back loans-but also provide net benefits to the public.” and

2) "In light of declining state revenues and lower fish prices, development of an auditing
mechanism to ensure that annual IN P operating costs, paid by loans, enhancement tax receipts and
cost recovery, are "reasonable.”

In light of this overiding concern, | have an amendment to suggest. At the end of Section 6 (c),
line 31, page 4 add:

only if the commissioner determines in consultation with, the applicableRegional Fi&ming
Team that the hatchery seeking these funds is (1) providing a sigruficant contribmLQfl to common
property fisheries. (2) operating in a manner that is beneficial to Alaska’s publicjnterest, and (3)  /
managing the facflkv in a financially viable manner with reasonable expegtajjons of repayment

The Committee Subsrtute for the companion bill, SB 251, does include this amendment. 1strongly
encourage the House Labor and Commerce committee to do likewise.

Sincerely,

.ecutivc Director
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|NAL Ttn J. HICKEL GOVERNOH

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT o AB)

PHONE: 1007/ 465-2510
FAX: 19071 465-2103

March 9, 1994

Mr. Jerry McCune, President
United Fishermen of Alaska
211 4th Street, Suite 112
Juneau, AK 99801

Dear Mr McCune,

You have inquired about the Division's method of forecasting thje cash flow for the
Commercial Fishing Revolvmg Loan Fund. These forecasts consist of two major
elements - repayments Into the fund and loan disbursements out of the fund.

Repayment estimates begin with a forecasting system built-in to the computerized loan
account'-.g and rePortmg system that the Division uses which calculates principal and
Interest repayments based on existing loans. We modify the forecast hased on
historic trends and current economics within the various fisheries. If, for example, a
fishery has experienced a poor season, we adjust the forecast to allow for more
requests of payment extensions, resulting In a decrease in annual payments.

In f_orecastin? loan demand, we look for changes In the major fisheries statewide and
review the Alaska Department of Fish and Game's forecast of the upcoming years in
each fishery. Historical data has shown that after a poor season, there Is generally a
decline in the number of requests for new loans to purchase permits and vessels.

While over the past five years loan demand had fluctuated from a low of about $8
million to a high of $16 million, we have not been In any danger of running out of
funds needed to accomplish the mission of this program.

Ao new lending areas are added and tho Commercial Fishing program Is expanded to
potentially Include lending for Individual Fishing Quotas, IRS Tiens, refrigeration and
refinancing, we will continue to be conservative In our forecasts to assure that those
needs wilbe met. Transfers of excess funds from the loan fund will only ba done
after these needs have been taken into consideration,
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Legislative Research Agency

130 Seward Street, Suite 218
Juneau, Alaska 99801-2196

Phone: (907) 465-3991
Fax: (907) 463-3351

Alaska State Legislature

February 9, 1993

MEMORANDUM
TO:  Representative Bill Hudson

FROM: Deborah L. Davidson
Legislative Analyst

RE: Number of Commercial Fishermen in Child Support Arrears

Research Request 94.148

You asked how many commercial fishermen are currently in arrears on their child support
payments. You also asked for information on the percentage of permits owned by residents
Versus nonresidents.

According to Carroll Schmidt with the Child Support Enforcement Division in the
Department of Revenue, there are 1,537 open or deferred child supFort cases involving
commercial fishermen. Deferred cases are those that are endmlg action awaiting further
information. Of that number, 1.165 are in arrears. The total dollar amount of these cases
that could be placed under order is $26,707,683. The actual number of cases and dollar
amount owed may be somewhat less because this number includes those cases that are
c#rrently| bem% screened before deciding whether to issue a "withhold and deliver order" to
the employer.

The Alaska Commercial Fisheries Entry Commission Eublished areport in June 1993 titled
"Changes in the Distribution of Alaska’s Commercial Fisheries Entry Permits, 1975 - 1992"
&CFE. Report Number 93-7N2{. ‘According to Table 4, "1992 Year-end Distribution of
ermit Holders b¥ Fishery and Resident Type*" (attached), 10,478 residents (78 percent) and
2,941 nonresidents (22 percent) held commercial fishing permits.

| hope this information is useful to you. 1f you have any questions or would like additional
information, please contact this agency.

Attachment

~"For your information, in April of 1993 there were 437 commercial fishermen delinquent
in their child sugport with an aggregate of S10.6 million in arrearaﬁes. At the end of 1993
Hotal of $597,800 in child support pa\ments had been collected from commercial
ishermen.
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