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recapture our investment will directly impact the level of investment and the
locations where new ATM'’s are economically feasible.

If the legislature thinks that government interference in the market place is going
to improve the quality of financial services available to Alaskan consumers, or
help relatively small regional organizations like First Bank compete with giant,
statewide or national financial conglomerates it has not studied history very well.
The law of unexpected consequences is still very much alive and well. If the
proposed legislation is allowed to pass in its present form, surcharges will be a
non-issue for many rural Alaskans because the government will have made the
decision that they do not need access to a cash machine whether they are willing

to pay for it or not.

If you hale any questions or need any additional information, please contact me.

William G. Moran, Jr.
President.

Cc: Willis Kirkpatrick, Director of Banking
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March 9, 1998

Senator Loren Leman, Chairman
Senat6 Labor & Commerce Committee
State Capital, Mail Stop 3100

Juneau, AK 99801-1182

Via Fax: (907)465-3810

RE: SSB212 An Act Banning Automated Teller Machine
Surcharging

Dear Senator Leman:

As presented in our formal testimony, the Alaska Bankers Association is opposed to
SSB212. We do not believe that a Republican-led Alaska State Legislature would
want to place price controls on a competitive industry* Were SSB212 to become
law, many ATM's set up throughout Alaska for customer convenience would be shut
down and almost all new ATM deployment would be curtailed. Many small
businesses in Alaska, who have leasecl these machines to serve their customers,
would lose their machine income and be left with expensive lease payments.

As was noted in testimony on SSB212, to date there have been no complaints about
either ATM surcharges or ATM safety. Therefore, we believe there is no reason for
the government to get Involved in placing controls on this Industry. As you are also
likely aware, the State controlled Alaska ‘Quest"card, which now makes available

electronic benefit transfers to southeast Alaska families receiving general
assistance, food stamps, or AFDC makes cash available to recipients with no ATM
fees. This EBT Quest program will spread to other areas of Alaska over the next

year again with no ATM fees for recipients.

Allowing ATM suppliers to recover their costs has led to more consumer choices
each month on where to get cash and at the time the consumer wants it. Greater
competition in ATM service has resulted In more machines in more locations with
more customer convenience. Free market competition will determine what is a fair
and profitable rate for the many convenience stores, gas stations, shopping malls,
hotels, restaurants, and, yes, banks who provide this service for consumers.
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Setting unneeded price controls would only handicap business, reduce cuetomer
convenience and limit customer choice. That is why the U.S. Chamber of Commerce
and the National Grocers Association have also joined the banking industry in

opposing such legislation.

We urge you to vote against SSB212.

Sincerely,

Ron Kukes
President
Alaska Bankers Association

cl

ccC: Members of Senate Labor & Commerce Committee
Willis Kirkpatrick, Director of Banking
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ATM Access Fees - Information Kit

Foreword

ATMs have revolutionized the way Americans conduct their banking - they allow
customers to bank 24 hours a day, seven days a week, across town, and across the world.
With this convenience comes a cost - like paying for a taxi versus the bus, using FedEx
versus regular mail. In making technology widely available that ensures the security and
accuracy of ATM-using customers’ accounts, some ATM owners impose access fees, or
so-called “surcharges”, on customers using ATM machines outside of their own bank’s

network. Offsetting the high cost of deploying and maintaining the machinery means that
customers can have access to their accounts at locations such as hospitals, aigiorts, hotels,
and theme parks - places where it was previously too costly to maintain ATMs.

A recent flu. y of attention on access fees from the media and consumer advocates
has prompted some in Congress to introduce bills that would tighten existing disclosure
regulations and even ban ATM access fees altogether. These bills may have an emotional
appeal. However, this is an issue that deserves a careful, deliberate hearing. The
following enclosures get to the heart of the issue and expose the reality of ATM access

fees.

¢« The Facts About ATM Access Fees: a Q&A piece that clarifies the facts about the
nature and benefits of ATMs and access fees.

Consumers Have Many Choices to Avoid Paving ATM Access Fees: covers the
myriad of options consumers have to avoid incurring any access fees, while
demonstrating that many consumers are willing to pay for the added convenience of

ATM availability.

e Price Controls Would Stifle ATM Competition: an in-depth piece that covers the
costs of ATM operation, the failure of price controls, and how flexibility in pricing

enhances competition, benefiting all consumers.
» Consumers Are Informed of ATM Access Fees: a one-pager outlining the existing
rules requiring access fee disclosure.
As with any service, ATM pricing is a matter of competition that should be left to

the marketplace to determine.

We hope you find this information helpful.



FACTS ABOUT ATM ACCESS FEES

Recently, there has been a lot of attention given to ATM access fees (or “surcharges”)
and with it, much misunderstanding about the nature and benefits of ATMs and access fees. Too
often ignored in access fee discussions is how they have enhanced consumer convenience by
increasing the number of ATMs. More ATMs now give consumers access to their funds 24
hours a day in locations where cash would otherwise not be available. It is also important to
recognize that consumers have many choices if they do not wish to pay for the convenience of
using a particular ATM that imposes an access fee.

It is also worth noting that ATM access fees are not new and banks are not making huge
profits on ATMs. In addition, ATMs are not a substitute for tellers and have not reduced bank
costs as had been expected. The following questions and answers should help clarify key points

about ATMs and access fees.

Whatare ATM accessfees?

ATM access fees are fees imposed by the owner of an ATM. The owner may be a bank
or a non-bank. Bank ATM owners typically do not impose this fee on their own customers. A
"foreign transaction fee," in contrast, is a fee imposed by the customers' own bank when they use
an ATM not owned by their bank. This fee covers the bank's interchange and other networking

costs.
Isan ATM accessfee adouble charge?

An ATM access fee is not a "double charge" in that a single entity is not charging the
customer twice :the same transaction. An access fee is actually an additional fee for an
additional service. When using an ATM not owned by the consumer’s bank, the consumer’s
bank often charges for the use of the ATM network (e.g. MOST, PLUS, Cirrus,). On the other
hand, the access fee is paid to the ATM owner to cover its costs related to the maintenance and

operation of the ATM hardware. Consumers pay similarly for other types of service. For
example, for a single telephone call, hotel guests often pay a fee to the hotel for use of its phone

system as well as separate charges imposed by the telephone company.

Are ATM accessfees new?

Access fees first appeared in the late 1980's as a result of a settlement between a regional
ATM network and one of its member banks that threatened to sue unless access fees were
permitted. In 1990, the Ninth Circuit Court ruled that a Nevada state law permitting access fees
was constitutional. Since then,fifteen states have passed laws specifically overriding network
prohibitions on ATM access fees in order to encourage the installation of more ATMs.

As a consequence of these state actions, effective spring 1996, two national networks,
Cirrus (owned by MasterCard) and Plus (owned by VISA), changed their rules to permit their
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members to impose access fees. This does not mean that all ATM owners will impose them,
only that they may impose such fees.

Are banks making huge profitsfrom ATMs?

Contrary to popular press reports and claims by consumer groups, ATMs are not highly
profitable. In fact, for the industry as a whole, they lose money. According to the Federal
Rese ve Board's Functional Cost Analysis, on average, expenses exceed revenues by thousands of
dollars per machine peryear. Losses vary tremendously, but average about $10,000 per machine
per year. Consumer groups claim that banks are making a large profit, even though they
acknowledge that it actually costs more to provide ATM service than the revenues an ATM
generates. They calculate profits based on the difference between what the banks actually lost
and what they would have lost had ATM transactions been teller transactions. Labeling losses as
profits on the theory that the losses would have been higher if ATM transactions had been teller

transactions is a novel way to calculate profits.

The costs of installing and maintaining an ATM will vary based on individual
circumstances. Initial and continuing expenses to provide ATM service include the cost of:

« ATM purchase, installation, and maintenance;
* ATM enclosure and "surrounds”;

* rentif noton premises owned by ATM owner;
e signage;

e security,

« cash replenishment and associated security;

» deposit pick-ups and processing;

« network costs; and

e other communication costs.

Why do banks chargefor ATM use when ATM transactions cost less than teller service?

ATMs are not a substitute for teller transactions: rather, they are a complement to teller
transactions. In fact, to a large degree, ATMs have grown into a separate delivery mechanism for
bank services. ATMs were first introduced as an instrument to increase customer convenience
and, it was hoped, to reduce bank costs. However, because of competitive pressures and

Ainenan Banker* Association™®



consumer habits, they have not proved to be a less expensive teller substitute. For example,
customers tend to use ATMs more often and withdraw less than they do for teiler transactions.
Thus, while an individual ATM transaction may cost less than a teller transaction, ATM users
make more transactions, increasing overall costs. Furthermore, ATMs have not reduced the
number of teller branches. The number of teller branches today is greater than in 1985.

Moreover, ATMs arc no longerjust machines available at or near banks. They are
installed in shopping malls, airports, train and bus stations, hospitals, universities, convention
centers, grocery stores, and other areas. Nor are they owucu just by banks. In fact, the second
largest owner of ATMs is a nonbank.

How do accessfees benefitconsumers?

ATM access fees have made possible a significant increase in the number of ATMs
available to consumers, greatly enhancing consumer convenience. After stalled growth, ATM
shipments increased 40% in 1996, with a record 33,406 new terminals shipped, due largely to
access fees. Today, about half of the nation's 93,000 convenience stores have ATMs - up from
41% in 1995. And, 63% of supermarkets have ATMs - in contrast to 56% in 1995. Further,
states which have permitted ATM access fees for several years have experienced great increases

in the number of ATMs deployed.

Consumers have benefited from the convenience. For example, a traveler arriving at the
airport late at night who encounters an unexpected and expensive taxi ride is likely to be willing
to pay an access fee to use a foreign ATM. Yet, without income from access fees, the ATM
owner would probably not otherwise be able to justify deploying an ATM at the airport. Other
examples of areas where the cost of installing and maintaining the ATM would be too high to
justify without charging fees include hospit;ils, grocery stores, resorts, national and state parks,
train and bus stations, hotels, shopping malls, college campuses, and special events such as fairs
and conventions. ATMs are also often less expensive than alternatives such as travelers’checks.

Can consumers avoid ATM accessfees?

Consumers have many choices and may easily avoid ATM access fees. They may

choose:

 To use their own banks’ machines. Consumers can pay little or nothing for ATM
transactions by simply using their own banks’machines.

e Tousean ATM that doesn’t impose an access fee. There are many ATMs available that
do not impose access fees. For example, a New York Bankers Association survey of its
members found that 110 out of its 126 members do not charge access fees to noncustomers.
Out 0f 5,952 bank-owned ATMs in New York, no ATM access fee was charged to non-
customers at 4,831, or 81% of those ATMs. Moreover, the marketplace has responded to
access fees with the formation of fee-free “AIM Alliances.” Member banks of these
alliances agree to provide free ATM access to customers of all alliance members.

- . -



e To use alternative payment systems. As an alternative to ATMs, consumers may also
choose from a long list of other payment mechanisms including: checks; debit cards,
including point of sale transactions that give cash back; credit cards; bank tellers; and

travelers' checks.

Most customers find that the convenience of using ATMs, even if they must pay a small
fee, is worth the price. Just as they pay a little extra for express mail, one-hour photo processing,
or items in a convenience store, they are willing to pay for the convenience of using an ATM not

owned by their bank.
Do consumers know when they are being cha ged an ATM accessfee?

Under industry-drafted ATM network rules, ATM owners must post a notice that a fee
will be imposed. Thus, consumers know about the fee even before they insert their card. In
addition, after displaying the amount of the charge, the ATM screen must query users whether
they wish to continue the transaction. Users may cancel the transaction without charge. ATM
receipts also disclose the amount of the access fee pursuant to Regulation E.

Willpermitting accessfees put community banks out o fbusiness?

Experience in states such as Utah and Texas which have permitted access fees for several
years indicates that small banks are well able to thrive even if large banks that own most of the
ATMs impose access fees on noncustomers. Further, the Independent Bankers Association of
Texas, an association of over 700 community banks, in its formal position on ATM access fees
noted that such fees have provided income to community banks "making it possible for such
banks to provide ATMs in otherwise unprofitable situations.” In addition, small banks,
particularly in rural areas, have said that they are able to deploy ATMs in low volume areas that
they would not have, but for the permissibility of ATM access fees. They have also said that the
ability to impose ATM access fees ensures banking services in some remote areas where a brick

and mortar branch is not economical.

Further, over the last year, the marketplace has responded to ATM access fees by forming
“Fee-Free ATM Alliances.” Members of alliances agree that customers of any bank in the
alliance may use their ATMs for free. For example, banks in California, Oregon, and
Washington have to date committed more than 2,600 ATMs to be fee-free to customers of
alliance members. Similarly, a consortium of 90 banks in Massachusetts have designated over

700 ATMs as free to members’ customers.
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Consumers Are Informed of AT M Access Fees

Consumers receive timely disclosures about ATM access fees that allow them to make an
informed choice. By adopting ATM network disclosure rules, the industry took the initiative to
ensure that consumers understand when a fee is being imposed and its amount. Accordingly,
legislation is unnecessary. Moreover, statutory responses are inherently inflexible and inevitably
fail to anticipate impractical and inappropriate applications or future innovations in technology

and the marketplace.

ATM Access Fees Are Disclosed at the ATM Before the Transaction Is Completed.

e Industry drafted ATM network rules require that a sign be posted by the ATM indicating that
an access fee will be imposed. Thus, consumers know before they even insert their card that

they will be charged an access fee.
* In addition, these ATM network rules require that the amount of the access fee be disclosed

on the screen and that the screen query users whether they wish to continue the transaction.
Thus, consumers can choose to cancel the transaction if they do not wish to pay the access

fee.

» Regulation E (The Electronic Fund Transfer Act) requires that the amount of any access fee
either be posted near the ATM or displayed on the screen before the user becomes obligated

to complete the transaction.
Coasumers Receive Records of ATM Access Fees.
» Regulation E requires that tire ATM receipt include the access fee.

* Regulation E also requires that access fees be disclosed on the account periodic statement.

The Federal Reserve Board Has the Authority to Require Additional Disclosures.

 The Electronic Fund Transfer Act gives the Federal Reserve Board the authority to require
additional disclosures if necessary to ensure that consumers understand the fees being

charged.

Arerican Banker* Arsaciclonkl



December 1997

Price Controls Would StifleATM Competition

Bills expected to be introduced in the 105* Congress would impose price controls on ATM
services. As with any price-control measure, these would impede the burgeoning availability of
ATMs, reducing customer convenience and limiting customer choice. The government’s role in a
free-market economy should not be to set prices in a competitive market, and the market for ATM

service is certainly a very competitive one.

Moreover, ATM owners who have implemented access fees in order to help recoup their
investment and to help cover their ongoing expenses have come under fire recently from consumer
interest groups. Allegations have included the notion that service charges are somehow anti-
competitive, or that banks are already fully recovering the costs of their ATM investments. Both of

these claims are false.
Flexibility in Pricing Enhances Competition

Greater competition in ATM service has resulted in more machines in more locations and
more customer convenience. All segments of the industry - through their trade associations, the
American Bankers Association, Independent Bankers Association and Consumer Bankers
Association - support open competition and pricing flexibility among banks of all sizes as well as

among banks and non-banks.

Prohibitions on access fees are anti-competitive. ATM owners have successfully made their
case to the courts that banning access fees represses the forces of competition and diminishes

consumer access to service.

Access fees have increased competition already. Since last year, ATMs in place have increased
at an annual rate of 23 percent (source: Bank Network News). Such a boom in a market that
already has seen annual growth rates of over 10 percent for several years is clearly an indication

that free-market pricing works.

Service Fees Do Not Cover ATM Costs

Banks historically have used ATM service as a “loss-leader,” a service offered at a loss in
order to attract customers. Banks have lost money on nearly every ATM they have installed, but
have tried to make it up by developing relationships with customers to whom the bank can offer a

broad range of related services, including accepting deposits.

ATM expenses typically have amounted to 51,500 to S2,500 per month per machine, including
maintenance on the machine, servicing the machine’s cash and deposits, depreciation on the
machine and related site improvements, and network and other communications costs.

ATM revenue has averaged only around 51,100 per month per machine, a figure which can vary
widely depending upon location, functionality and marketing strategy.

The loss associated with particular machines varies over a wide range, from zero to as much as
$20,000 per year. On average, expenses exceeded revenue by about $10,000 per machine per
year according to the Federal Reserve Board’s Functional Cost Analysis for 1991 through 1996.



Price Controls Would Eliminate the Fastest-Growing Service Providers

No entity would ever deploy an ATM unless it had the ability to recover its costs by either
charging a fee for the service or else providing other, deposit-related services. Therefore, if a price-
control prohibition on access fees were enacted, it is unlikely that non-financial firms would offer
ATM service. And even depository institutions could only afford to continue ATM service in their
own backyards where their existing customers are most concentrated. That would seriously impede

the recent boom in competition, considering:

Most of the explosion in ATM service has come from non-financial institutions that would be
unable to recover costs because they have no customer relationship with the users of their ATMs

(source: Mentis Corp.).

Much of the rest of the growth has come from banks extending the reach of their networks to
more remote locations, serving growing numbers of users who are not the banks’ customers.

New Access Fees Are Not Likely to Soon Turn Most ATMs Into Profit Centers.

Major ATM networks recently have changed their policies to allow machine owners to
charge users - usually users who are not customers of the owner - service fees for using the ATM to
gain remote access to their accounts. However, the revenue from these so-called “surcharges” will

be limited.

Customers have a myriad of free options available to them. Indeed, most ATM transactions are
free because they are made at customers’ own banks.

® Anecdotal evidence suggests that customers are willing and able to choose when the
convenience is worth an extra charge and when it is not.

ATM Service Has Not Been a Substitute for Teller Branch Service
t

Some consumer interest groups have claimed that banks actually profit by deploying ATMs

because ATMs have allowed banks to save money on branches. These interest groups have
suggested that profits should be calculated based on the difference between what banks actually lost

and what they would have lost had ATM transactions been teller transactions, which are more
expensive. This would certainly be a creative accounting technique. Unfortunately, banks have not

saved money on teller transactions.

Since 1985, the number of teller branches in the U.S. is actually up, presenting banks with
greater total costs than ever.

Customers like - and expect - to be able to access their banking services through different
channels - some through tellers, some through ATMs, others through telephones or the Internet.
With each new technology that comes along, the banking industry has had to invest more in
parallel delivery channels without realizing net savings.



Price Controls Failed in the Past

Banks were precluded from offering market-determined deposit interest rates during the
1970s under Regulation Q (the government’s price control mechanism for deposit interest rates).
Innovative institutions took to giving away toasters and free services - like enhanced checking
account services - to slow the exodus of customers from the banking industry.

Price controls failed - and non-price-controlled mutual funds flourished - because customers
wanted more competitive interest rates rather than products and services for which they didn’t

ask.
Customers today benefit from competitive interest rates. This also means, however, that related

services - like check writing and ATM access - must be priced explicitly, as such costs can no
longer be recovered through reduced deposit interest rates.

Conclusion

Price controls have no place in a free-market economy, especially in a market as competitive
as ATM service. The recent boom in ATM installations - a result of greater competition among
ATM owners - would not be possible under a prohibition on access fees. Stifling such competition
with price controls would result in less innovation, less access, and less overall convenience for

consumers.
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 232

1998 LEGISLATIVE SESSION

Revision Date (Note if correction) Dept. Affected All state agencies
Title An Act relating to electronic records and A Bp

signatures. Component_____

Sponsor Sen. Parnell

Requester Sen. Labor and Commerce Component Serial No.
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 99 FY0O0 FY 01 FY 02 FY 03 FY 04
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | j | | j

|CHANGE IN REVENUES ( ) j i 1 ! 1
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY98) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill would not have a significant fiscal impact on any state agency.

Prepared by
Division
Approved by Commissioner
Agency Office of the Governor
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governor's Legislative Office
(Rev 0/97) 98fnform.x(j/OMB Pagei Of 1



SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 1/14/98 FURTHER: Judiciary
Date of 5-Day Notice: 3-2(j-c)f DATE TURNED
(in accordance with Uniform Rule 23) IN TO OFFICE: 3 'C>\" /q

Labor and Commerce Committee considered SENATE BILL NO. 232

"An Act relating to electronic signatures, electronic records, requirements for records, and the
reproduction of public records.”

and recommends: Senate. FI”
: same itle
| be replaced with cs { ]
: ouse |II
] adopt previous cs
tec n|ca tltle
] attached amendment(s) Jrew: SCR™
] adopt Letter of Intent by _ Committee
] further referral to the Committee
SIGNING DO PASS DP OTHER RECOMMENDATIONS NR DNP AM
TUT f"LJIe—C, N
_ B NT
"\
e
CHAIR: A CHAIR:
NEW FISCAL NOTE(S): _ PREVIOUS FISCAL NOTE&):* _
Department Date  Zeo  Fiscal Department e Zeo  Fiscal

f JAPPROPRIATION - no fisal note Ninclude fiscal notes accompanying Governor’s hill



Alaska S>tate ffiegislature
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ou Rl civs SENATOR SEAN PARNELL

Sponsor Statement SB 232
“An Act relating to electronic signatures, electronic recorcs, requirements for records,
and the procluction of public regords.”

At the requEstofthe Ia|eut nant Govern ChalroLthe Ieco munications Inform1t|on
Councn I ave introduced SB 232 toa owb U |ca rlvate sectors of Alaska
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o electr ccommerce Currentl
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%tutes to stan ard|ze the ractice feectronlc signatures and legislation Is g mg In most
condnye Iaska5| terstate, Intrastate and global economic
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growth y providing egal amework for use ofeectronlc signatures commerce.

Secn‘lcall SB 232§stabllshes electronic SI natures asalegal ractice with the]same
stan mga astan ar sqnature hig actfx ows the Lt. Governors office or other state
ﬂenme 0 devel QP gy ad?ns for usin ectron|CS| naturesb rlvate or ubllcendtles
d establishes cri erla or electronic signature re uladons. . this act re eals some
state agencies’ selected notarizadon requirements obetter ut|I|ze eff|C|enc es of

electronic 3|gnatures

SB 232 s an jmportant component in keeping Alaska compeiidve and efficient in both
public and private business pracdces. lappreciate your support of this act.



SB 232
Bill Summary/Sectional Analysis

Bill Summary:
This bill makes electronic signatures legal in our state. It will help bring the state of
Alaska and the businesses that operate here into the electronic age - allowing business and
government to conduct business electronically with counterparts in Alaska, other states

and other countries.

The various sections accomplish the following:

1 Declare that the use of electronic signatures in Alaska between consenting parties
is legal. Electronic signatures would have the same legal standing as a standard

signature from an individual.
2. Allow state agencies to promulgate regulations for using electronic signatures in

their interactions with the public.

3. Define various terms relating to electronic signatures.

4. Repeals for some state agencies selected notarization requirements that could
hinder an agency's ability to implement the use of electronic signatures.

By making electronic signatures legal, the bill provides an opportunity for state agencies
to better serve the public "online.” State government will be able to serve citizens
participating in the new world of electronic commerce.

This bill has the support of the Telecommunications Information Council, ft is modeled
on the Georgia State Act, which is considered one of the foremost electronic signature

laws in the United States.

Sectional Analysis
Section 1: Removes the requirement that reports filed by banks with the Department of
Commerce and Economic Development be verified by a notary and replaces it with a
requirement for signature under penalty of unsworn falsification.

Section 2: Specifies that information in state records that would compromise the security
of an electronic signature is an "exception™ from the state public records statute.

Section 3: Accomplishes the following:

I. Articulates the purposes of electronic signatures, such as facilitating government
business and private commerce and promoting electronic government and commerce.



2. Establishes that the use of electronic signatures between consenting parties is legal
in Alaska. An electronic signature would have the same legal standing as a

handwritten signature.

3. Specifies that the Lt. Governor's Office or other state agencies can adopt
regulations for the use of electronic signatures in conducting state business or for use

of electronic signatures by businesses and individuals.

4. Defines electronic signatures and records.

Sections 5 - 44: Open the door for the state Department of Commerce and Economic
Development to allow businesses and corporations to file reports electronically and
verifying them with electronic signatures. These sections revise statutes in the
corporations and partnership codes to remove notary requirements on various documents

filed with the DCED.

Sections 45 - 48: Revise statutes in AS 34.45 to remove the requirement that signatures
on reports or other forms filed with the state regarding unclaimed property be notarized
and replace it with the requirement that signatures be made under penalty of unsworn

falsification.

Sections 49 - 50: Revise statutes relating to the state archives system to allow the archives
to accept electronic records.

Sections 51 - 55: Revise various statutes in AS 45.50 relating to regulation of trademarks
to remove the requirement that signatures on certain forms filed with the state be

notarized.
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Frequently Asked Questions Regarding Digital Signatures

W hat are Digital Signatures?

A reliable electronic means of si d?nrn eIec(tronre documents that Rrovrdes sender authentication,
message Integrity and non-repudiation. A digital signature IS a convenient, time-saving, and seclire way

of signing eléctronic documents.
W hat is an electronic document?

An electronic dofumen s.any document thaé 5 generated %r stored on a computer, such as a letter, a
ontract or awill. Inaqdition, an electronic doctment can be an |ma?e such afablueprrnt a survey
plat, a drawing, or even a photograph. A digital signature can be used'to sign all these documents

W hat does a digital signature look like?

A signature looks, like a random series of numbers, Ieter d symbols. Eachs nat re is unique and b
usrna %e appropriate pubiln ¢ key, each signsature can uﬁged Kacltl to the sen ro the mess% Y

- BEGIN SIGNATURE—........

vblaWubmyslasgycUmFGnyJAQFAK BfbeNEshthbadBlrcnjagbckgNv+adbkx4537
Ic BvSé/ythtlrequJIM |]38|jkj|j|?( j?UjOJGAAC]aWUJ tédﬁ \%<m— --0ymC2hRb I¥h+Rb2h5WI

END SIGNATURE-----

How do they work?

In simplest terms, the digital srﬂnature software does all the work_for }/ou The software will prompt you

to T0 wtecommft an tomatrca(! enerate a ke arr fo Once your ey?nrrrs

generated ?]rm tr/v entr theeectronrc mentyou a dr Ita 8/ 3 gcned nd you'si thtthe
g prompt. T e that rs created 1S the igitall sr ned eIec ropic document t at 0uU can then
send to an o eirecervero theeectronrc doCument then can verl our nature usin

rntero era edrm sronature software. Ifthe electronic document wa tere nany manner in

transmission, 1t will not verrfy

How are they used?

Drgrtal signatures are used for gny electronic document thrres sender authenticity, messa%
Int Ig nd non repudiation cntsa yOU never sent te oc ment or IfS contents ?sec re form
nactrn fracts, |maPes letters, etc., ma edrgrta signed and sent elec ronrcal In seconds.
Examp eso s rc ag licat ﬁrslm Utah: Court gs Corpordte Filings, UCC Filings. Procurement.

Grant Applications, Motor Vehicle Titling, Real Estat Transactions, andetc.

Where do | get one? How do I register with a Certifying Authority?

You can purchase digital S|gnature software at ﬁour Iocal computer and s?ftware retailer. Once you have
enerated your kgg/ alrs via your digital signatlre software, ou need to link your correspond rnﬁ key
airs with your jdentity. To ot IS YOU . ee to contactalrce %tcertrfrcatro autho“tr/ 0 will verify
our correspon |n alrs an ur| ent . Thereafter, certr cation authg s% you a
e}rtrfrcate certr P ou ar ){ou S8y you are and that the correspon 3/pa|rs elon to you.
|s certificate er then e ub sh at the certification authorities on-line repository for relying parties to

verify your digital srgnature
The approved Certifying Authorities are:

123 98 10:05 \
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2. Establishes that the use of electronic signatures between consenting parties is legal
in Alaska. An electronic signature would have the same legal standing as a

handwritten signature.

3. Specifies that the Lt. Governor's Office or other state agencies can adopt
regulations for the use of electronic signatures in conducting state business or for use

of electronic signatures by businesses and individuals.

4. Defines electronic signatures and records.

Sections 5- 44: Open the door for the state Department of Commerce and Economic
Development to allow businesses and corporations to file reports electronically and
verifying them with electronic signatures. These sections revise statutes in the
coiporations and partnership codes to remove notary requirements on various documents

filed with the DCED.

Sections 45 - 48: Revise statutes in AS 34.45 to remove the requirement that signatures
on reports or other forms filed with the state regarding unclaimed property be notarized
and replace it with the requirement that signatures be made under penalty of unsworn

falsification.

Sections 49 - 50: Revise statutes relating to the state archives system to allow the archives
to accept electronic records.

Sections 51 - 55: Revise various statutes in AS 45.50 relating to regulation of trademarks
to remove the requirement that signatures on certain forms filed with the state be

notarized.
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Frequently Asked Questions Regarding Digital Signatures

W hat are Digital Signatures?

A reliable electronic Cnteans of i (ﬁnrn eIechonre documents that Rrovrdes sender authenticaion,
message Integrity and non-repudiation. A digital signature s a convenient, time-saving, and secure way

of signiing eléctronic documents.
W hat is an electronic document?

An electronic doeumenA IS any document that is generated rstored on a computer, such as a letter, a
p?ntracé or awill. In addition aneﬁctronrc docUment can En |ma§;e such afablueprrnt a sUrvey

at, a drawing, or even a photograph. A digital signature can be used'to sign all these documents

W hat does a digital signature look like?

A signature looks like a random series of numbers, lefters and symbols. Each signature is unique and b
usrn8 %e appropriate pub?rc key, ea?tsrgnsature can frnked ack to the sendgro the mess% Y

HPAT&’BQ@%%?E&%% FI?4WJ 30)1jk1] H(é Pﬁjl\cl)%gtﬂg?aln?ulﬂ %Ck(\llk\ntJrfctSykrnLleZ%Qb%Rb2h5W|
END SIGNATURE-----

How do they work?

In simplest terms, the drgrtal srqnature software does all the work for you. The software will grompt you
to follow t ecomma titomatrcad %eneratea By pair or ou., Once your key pair
generated ﬁrm % entr theeectronrc ment yqu a dr |ta ggcned nd you sr deX ii» me

Ign prompt. T e that rs created 15 the gigitally signed eIec ro ocument tfat you can Lien
send to an one T erecelvero theeectr?nrc P ume tt en can veri our nature u mg
Interoperable digita sronature software. [T the e tere nany manner in
transmission, it will not verify.

ectronic document wa

How are they used?

Drgrtal srgnatures are used for an

electronic document that requires sender authentrcrt Messa
0t Pa“%cﬁn non-repudiation ?c r]tsa you never §e

nét € 0oC mené or Ifs contents Uis i\ sec%re for

ng. Congracts, |ma? etters, etc., au igitally signe and sent electronically in seconds
Exampl eso S ecrfrc ag Ircatﬁ ﬁrn Utah: Court mgs Cor?or te Fi r(tjgs UCC Filings, rocurement.
Grant Applications, Motor Vehicle Titling, Real Estaté Transactions, an

W here do I get one? How do I register with a Certifying Authority?

You can urchasedrgrtal sjgnature software at your lgcal computer ands ftware retailer. Once you have
! ! e ST

enerated your gg airs vi dyour Igital SignatUre sortware, you need t nyourcorresp nding key

airs wit ?ourr ni thrsfou needl to contact a lice seol certiticatiort authorty who will verify
our.corre Cpon m{g %y airs and \/tr/ ur identity. Thereafter, certr ication authgrrtg/wrll |s%e you a

rtrfrcate erti yrp i ou ar ou Sa’ty ou are and that the correspond key pairs eon t0 Y0 P/

|s certificate wjllthen epub ish at he certification authorities on-ling repository for re yrng parties o
verify your digital signature.
The approved Certifying Authorities are:

1723 98 1005 A
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Utah Digital Signature Trust. One So. Main. Sakt Lake City. Utah 84111 (801) 524-8671
How am | identified as the signer?

When you use your digital signature software, you areate a matched pair of keys. One sthe private key.
which sused only by you and s required during the signing prooess.

The second key sthe public key, which savailable for use by anyone wanting 1o authenticate the
electranic documents you sign. The public key will reed tre digital signature created by the private key
and \erily the authenticity of the electronic documents created with i

W hat will this cost me?

Depending on what type of digital sigature software you decide to purchese, itwilll cost approximately
$150. However, ifan individual chooses not to purchase the digital sigature softvare to gererate treir
own key pairs, then your local licensad certification authority can provide trat servioe ata nominal fee
ranging anywhere from $10-S30. To dotain a cartificate from a certificatin authority will also be a
nominal fee ranging anywhere from $20-$50. Normally, the certificate will be valid for a period of one
year. Theregfter, an individual could use treir digitally sigature to sign an infinite number of electronic
documents during the \alidity period of the cartificate.

Do | have to register with a CA?

No. However, itisrecommended. InUtah, inorder for your digital signature to be seH-authenticating
and dotain the berefits of the Utah Digital Signature Act. a digital signature must be verified through a
valid certificate issued by a Utah licensed certification auttority. However, this does not preclude a
digital sigature that has not been verified through a valid cartificate issued by a Utah liocensed
crtification authority, from satisfying the signature requiirement.  In those ciraunstances, the burden of
proof inacourt of law isvery simillar to thaet required fara handwritten sigeture. Consequently, a
digirtal sigature \erified through a valid cartificate issued by a Utah licansaed certificataon authority willl
be seH-authenticating and much essier o prove ina court of lav.

2 of 2 1/23 %8 10 05 Al
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Digital Signature Tutorial

The authentication ofcomguter ba?ed ?usmess information m%err |ates b(?th technolog and the law, t?d
?al a or coo?erat on betw pGOEJ ?dtherent rofessu%nal ackgrounds and areas >T(ert|se Fac
ofexP tise rm s 10 the topic of authentica onadtferent repertoire 0 con?e ts. O ente
concepsfom the inf rmatton securtty field correspond on rt/ loosely to concepts from the legal field,

even though both fields apply the sanie term to thelr differing concepts.

This interdisciplinar ﬁontrast exists even forbaSI central concepts chh as "authentication" or "digital
stgnature From a technical point of view, gltg ‘a "signature” me ns i eresulto aﬂo Ing to specific
I ormatton the technical processes descrihed Below. From a legal point of view, handiriting ong's name
IE)atper has beente FINCI meansof3| nat%re for centuries, In addition, the le co ce to
a  Cases, noto

signatjrre recognizes a angwritten name uta e e Intention
tgauthenttcatt% ﬁe marke documentfh Inan eFectr nic settin & Eroadiea conceto?

"signature” may well Include markings such as digitized images oi a natures, typed notations

}s]uc as s/Joh Smtth Or even ad(t1 g ssin notattgns such asqetter gaﬁ T|gctromc maﬁ ortgmatton
eaders, (f the like. From an Informatiort security viewpoint, these amReeIectromc signatures are

enLre ferent from the "digital smnatures des rtbed mthts tutortaladm technical documents,

at ou h' dl%lta S| na%ure I5.sometimes used. colloguially or in some legal wrttmg to mean another or
¥ f omﬂu ﬁr ased S|?nature 10 tav0|d contusio thts [%btcat N USes |r(1;|taLS| nature’ only
he sense va]lc the term Hsed IB information secrrtyter Inology, as meanifig the result of

applymg the technical processes descrined in this tutoria

The differences between lgital signatures and other electronic signatyres are significant, not only |
?t gbut algo %ecause those dl? ferences ma (tj a?mﬂn%tures more serv?t/:eab le

%ermsof rocess and resu
or legal purposes. However, someeectr?mc su{;n ures, though g 9 |){reeo nizable as
signatUres, may not be as secure as digital signatures, and may lead to nce tainty and disputes.

To understand wh d|?|tal SI% natures serve well in Ie%al apgltcattons this tutorial be Ins with an
oV rwew of the sigpificance f3| natures In legal transactions. It then ex? ams?? signature
technolo le terms, and ¢ étmmes how wﬂE sogte Iegal and Insti Httona nfrastructure, digital

Hechnol
signature”technology can be applie native to tra

ased alte Itional signatures.

asd computer

Signatures and the Law

A signature is n t?art of the_substance of a transaction, but rather of its regresentatlon or form. Parties
often represent t rtransactf]onfs “t smned wrtttr]gs SI ning wrttmgs and other formalistic Iegal
processes or customs serve the following general purpases: .2

" Evigenge: Am%nature identifies the signer with the smne %cument P signing, the signer
marks etext herown umﬁue Wway dnd makes | att table to h ?

- Laremony: %nm calls to the signer’s attention t ? significance of his act, and thereb?/
hel sprevent nc siderate engagements", fn4The act of signing may satisfy a human desire to
mark an event, fn.5

- Approvil: In certain conte>]gtt%defmed by law’ or custom, asmnature eeresses the si ner%

approval or authorization g ewrttmg or the mgners mten(s on that it have legri effect
. Efflcfi?]aﬁ\f and logistics: AS|gnature n aW”tte memoran um o ten |mpart3 d Sense 0fC|ar|ty
an

0 the ransac]t lon, especially if the mg fature IS Used to indicate apgrov | or

aut ortzatton %caaseo |sa arent cIartt 3 nallty, signatyres may lessen the need to

mﬂmre eyong t aceo a{ ment, .7 ﬁce value aaocume tmag be nerocessed more
fficien Yan with 1ess r1s thanadocumenhbeneatI which fraps for the unwar

Negoti emstalment?] for example attamt elr % t0 ?han ehaﬂds with eae rPIdlt}/ and

minimal Interruption through % rlles rtg?ere ompliance witn,certain formal (1 rements

Including a signature, ™.8 Furtnermore, the finality of signing makes it useful as a decisive point

1/23 98 1005 AM
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in staging how a transaction takes effect.

Althoy r?h achievin theeﬁ;]urposes IS saI%rta nt/ quals stems vary, both among themselves and over
time, I the degree ow |c a artrcular or |nc udi one Or 1MOre Sig naturs IS required for a legal
traltsactron T3 particular form Is required, ega S stemsaso var1y n pre? H Ing con ?uences for
ailure to cast the transaction mt er urred he statute 0 raFdso ‘eco mon law tradition, for
examp Te \resasr natyre ué (t?e not render a tran actrﬂn Inva fifor ack of gne. Rather, (Jt mlages
orce erncor ng an rsrst Nt notion, that the underlying transaction remainea vali

tynen
| é] case law to greatly limit the practrca app |cat|on of the statute.

%eneral the trend in most Iegal sgstem_s for at ehst this century hag been toward r ducr formal
rements In law. .10 or toward minimizing, the conseqyences of failure to satis al

re ulre ents evertheless aoun Hracpce remains %o ormalrzeatransactron f]na nner that best
assures t L}oartreso its vali |t8/ entorceability, m.| 1In current practice, that formalization usually
entails documenting the transaction and signing of ‘authenticating the documentatron

However, the centuries-old means of documenting transactions and creating signatures are changrng
f'tdamenta Dogu ents continue to be written on Opa er, but sometimes me ely to satisfy.the need for
%a Xrec inized form. In many Instances, tern rmation exchanqed fo erfect a transaction never
tae P f m. It also no Jonger moves as paper goes: it s not Phys cally carried from place to place
1; streams anr]PZdrgrtat cono\urtf]ataspeed mgossrbe 0 he computer-based

In ormatronr also ut ed ditferently than its'paper ¢

unter da aper documents can be read
rcren%y ony}/ man eyes, but computers can also read digital Information and take programmable
actions based on the information.

The law haé onl beegun to adapt to, the new technologica| forms. The basic nature of the transactron has
not changed: however, the transactjon’s form, Be means ywhr&h |tI IS re resented effected,
can mg Formal requirements |n w neeq to be updated accord) P Z/ ﬁ usiness

ities need to develop ospterju S an ractrce%whrch ognize 11 the new, computer-based

tec not]ogyt e effects achieve or rom the paper forms
To achieve the basic purposes of signatures outlined above, the following effects are needed: .12

e Signer authentication: To provide good evidence of who participated in a fransaction, a signature
shguld indjcate by whom a 8ocumenq 0r message I signed %né %g drf?rcult tor any other pe?son 0
roduce withoyt authorization.
ocument aut entrcatron To Erovrde gg ftevr%ence of the substanceofthfe fr sact|?n a
srgnature shou entrmv signed,”n make it Impracticable to falsity or alter,
thout detection_eithe tesrgned mat er or the srgna U{e n. 14
o Af |rmat|ve act: Tq serve the teremonial and arn val functions of a signature, aperaon sh?uld
ea le to cr ateasr na re to mark an event Indicate approval and aut orization, and establish
Fsenseo avrn ga consummae atransactrog

e Efficienc lg)trml nature and |ts creation.and verifi atrf frocesses should CProvrde the
?reatest 0SSl eassuranceo authenticity and validity witn the least possible expenditure of

ES0urces.

The concePts of signer authentication and document authentrcegron comprise what js often called
“nonrepud lation service of mformatron securit

ation s?rvrce In technreal ocuments, The nonrepu
rovides proof ot the origin or delive gofdata In order to protect the sendfe arnst |tabse denial tﬂ
rcrﬁrenttat)the data has been reCﬁrve or to protect t ecrﬁrentaarnst Jse end gthe sender that
the data has been sent.” t 13 In other words, a nonrepudjatiq es evigencé fn.l6to

ServIce provi
Prevent a person from unilaterally modrf%r g or termrnatrng her legal oglrgatrons arising out ofa
ransaction effected by computer=based means.

Digital signature technology generally surpasses paper.technology in yielding these desired effects, fn. 17
ogunders% éj why. one n%lstg?rrst un){terstgnd ?tor?r Hregrtal spgnagtlret chnologgy Works.

of 10 12398 1005 AM
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How Digital Signature Technology Works

igital si natures re.created and verified b meansofc to raph ranch of applied mathematics
t[h% nc s Itsel W|th transforming messeY%es Into see &Lﬁtth/tem |%Ie orms ah‘tt bac[pa ain. For

aigit nat ures, fwo different ke sare used, 0 creatin adt It3l signatyre

trans omq ata mtoaseemm?lt Itr} ?I @eyform ang anotherehe for %?Y g éi Plta[SI nature
ﬁr retumfneg the meésarge to its 0 orm. 18C0mputer equipment and so waeutt 1ZIng two such
eyS IS 0 n terme asymmetric cryptosystem™

The keys?fan as mmetrtfcn c ]X)ptogystem fOFdI(T}Ital |ématures are termed the private key, WHICH IS

kn wntf to th SI ner ang used to creaethe %ttal 5|%nature and the public key, WhICH IS
ordinarily more wide known and IS useq to verl Igital Signature. A recipient must have the
cory spondm?1 ePUb“C In orderto erlfx Pata |gnt %ntur 1S t(he signer's. If man Ajogpte need to
verify the sig rsdtqtta signafures, the pub st stri uI them perhap
publication fn an on-line repository or d| ectory where they can easily o tam |

AIthough the kelys fn.20 of the atrare m%jhemattcall reIated It is XE "Com§utattonal

I e L L

|thou hman gople will know. te ﬁu IC Key oTa given s nerand Use ItTo veri
stgh gt r%esrsstgnatures t%ey ca ngtdtscover that signe sprtvateykey aﬂd use It'to forge digital y

Use of digjtal t comprised of two processes, one performed by the signer and the other by the
resceei(\)/erlogt hestltggﬁat]rgtsghsature b P P yie sy Y

. Digital signatyre creation JS the process oft(he comtpthtm a code ertved from and m ue to
ﬁ: the signe message an ||veh) rvate e¥ that Code qr digital smnature t% ecure
there must e at most On \yane echance hat the same digital Signature could be created by
any other message or private key.

« Digital signature verificatjon IS the prOCESS OfCheCkmg the d| Ital S|gn3ture by reference to the

origingl message and a public key, and thereb termmm wh therthe Igital Signature was
cre%ted for tha? same mgssage using the private ?<ey that co responds to thegrefereh’ced public key.

A mqre fundamental r0Cess, termeda"hash fyngtion= .24 1n comt%ttterja on,.is used in hoth
creatmgea gn}m adi 'tﬁ stgrﬁttur An?sh funchoB creates In effect a uqettal frer%frame of the
Mmessa aco sua smialler than t message ut neverte 55 étmq 0 It. n

messa e changes, the, as resutofthe messa e will mvartatf Ifferent. Hash functtons engble

eso Wﬁd’ rcreatm% Ogttals natur? ooPer%eon smzi e/rand gredtcta le amounts of data, while
still providing a strong evidentiary correlation to the original message content

As i|lustrated in fiqure 1 to sign a document or any other item of inf rmatton he si nerftrstdehmtts
premse? what |stglhesjt’ ne gThe de?tmttJmfor tton toge 9 |s ermets ?te gmessage In th
BAG |delme and Utan Act. Then a hash function in th esH s software computes a nash resut a
BO e unique tot emessage The sl nerssoftware then transfarms the hash result I Ohtoadtgttal stﬁnatu[]
fere ce to the signer’s private key. Thi trﬁ ?]ormatlon IS sometimes described as “encryptio
résufting digital signature Is thus unique to botn the message and tne private key used to cre te It

Typically, adtgttal signature is attached to its message and stored or transmitted with jts message.
owever, itm I?/also e sent qr stored asaseParate ata element, o Ion%asn maintains a reliaple
association with ifs message. Since a digital slgnature 1s unique to its message, it 1s useless |fwhoIIy

dissociated from its message.

Verification of a.digital signature, as illustrated in F| ure Is accomplished by, co new hash
resull ﬁe ortgmag messgge By means o% esame %unctton used In creatin ”W |g?tal al signature.
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Then, using the public key the verifier checks whether the drﬂrtal sr%nature was created using the
%orresp]on rn? |prrvate ey. and whether the newly comffuted ash result match es the hahresult errve]d
rom g signature. | fthe ners rivage eg dandthe h as results are 1dentical, then t
digital signature rsv rified. Verr atron hus In teks 18\/ that th drgga Signature was crea gd uﬁ]n%
signer's r|vate e ecause tesr ner's pu rc verrya rgrta srgnatur(e reate h
S| ners rvate e e]mess gewsnotatere srnfe 1t was srgne] ecause the hash
%omrﬁutedr verrfrcatron tc est e has resutfrom the digital signature, which was computed
when the message was aigitally signed.

Varioys asymmetric cr tss s create and veri aIs natures using different mathematical
formulias ahrq] procedur sp th sharethrs overallgper trona attern. !

y&% dprjtggesses of creating a digital signature and verifying it accomplish the essential effects desired ofa

igner authentication: |f3 ublrc rivate ke arr assoc jated with an identified sjgner as
" dedcribed below, arigrtal srgfnature rrv&rtleleJ effectlv l entifies the s nerwrth h
essae Thedrgrta r natue anno ore rE)ers n ot rt ant eproper signer, unless
the proper signer loses control of the private key, Suc %/ VU r?”r]rgnl oy losing a
pﬂmguter readable card and its associated persona rdentrfr ation nuniber (PIN) or pass

 Message a hentication: 1N€.process of di |taII signing also identifies the matter to be sign
M U e Rt ané recrgron g ; signatures. Verification a?so rer?e?

rca wrt far reater certai ri]aﬁ]r
r& grrn emessage srnce Rroc ssrn the results (one made at sr ning and the
ot erm ea verr rna? discloses whet ert em ssaQ ersthe same as when srrg

o Affirmative act: Cread gital signature requires the sianer to provide her’private key and
rnvoLeaso? are functro(h gteate agdr rta?sréhature Thr?gact ca [)e the basi ¥acere¥nony
and can be used In stagrng ecomﬁero of a transactjon

- Efficiency: 118 gr e f of creatl gand verl rngadrg ital s nature rovrdealngh level of
assurance that the digital si naturer enurne sIgnér's and are almost entire auhomated or
capable, ofautomatro They can be s rr) In ith reatseed and accuracy, with uman
rnerﬁctron orLy for non-routine rRrocessr decisions. to aper rpet 0dls such 5
checkin d;rgnattr]re cards, methods 0 Im ractrcable att rare actuaII use drgrtal
Blf rg%tgtérna yreI a high degree of assurance wi out adding great to the resources qurred

r

The core of the programs used for digital signatures have undergone. thorough, peer review, and an
extensjve screntﬂlcgan technrca(ilrte?atur %%erlres hem Digi %apsrgnatHregs Fe)tve beeg %cce teg
severa natron% and International standards. eveo rn coo tron with and accepte V
corP [atrons anks, and %over ment a enc es. T al unctrﬂn or da securrt gem ina
n tal sjgnature cryﬁto?g/ esigne an rml]o ment resc fhe Indlustr rds IS
extremely remote, and far less than'the risk of Undetecte or ery or aIteratron on pa er oro using other

[ess secure electronic signature techniques.

Public Key Certificates

To verily a digital srﬁnature the verrfrermust obtain a public ke% and have assuran%e that that public
key cor esrrtonds to tfle signer's private keg/ owever a public and private key pair has no |ntrinsic
association with any person: it is simply a pair of numbers. The association bietween a particular person

and key pair must e made by people using the fact-finding capabilities of their senses.
Inatransactron rnvoIvrr\r,Hwo parties, for example, th P]arfues could bilater Il¥a8?<entrfy ea hother wrth

the e¥ pair each ﬁrté’ USe, nt makrnﬁ such an identification i nosma es ecra when the
parties are geographically distant from each other, communicate over an open, rnsecuernfo mation
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network are not Hatural noers%ns but rather oorPoratrons ?r S O[hrla][ artificial entities, and aolt through
agensw 0se guthority must be ascertained Snce reIrab ntifying aremote g mvo

nsiderable effort estab |sh|n%(ja remote part z éj' Ital s gnature ca a ility specig rt/ for gach of many
fransactions is inefficient. Instead, a prospective digital sj nerwrlloten s orde tify" itself with a
key pair and reuse that |dent|f|cat|on In multiple transactions over a period of time.

To that end, a prospective signer could |ssue a statement such as; "Sr natures verifiable bunthe following

Eublrc e are mrn owe er others do gdbusrness \u]rttLthe S ne ma eII be nerI to take he

lgner's o or(se word Tor Its |dent| ICation with foreectronr trans(actrons

eoverw rI wide information networks frat er th ag face o ac rt runa rea S
Isavowal 0 t tur Iarmrn |t to

ea muN with ap antom or an |mpoitor 0ro acrng
e the work of an Impostor, partic % h Tratran acCtion pro esdrsa \ra fa eo s ort urporte Sl ner
To assure thateach arty 1S indeed 1dentified wrt Par Icular ke arr one or more t artres tru ted
hoth of th (?rgrtaT must assocrate an Identified pe (;:on 0N Qne én oft he transactl nwrt te en%arr

c%atm the signature received at the otherend, and vice versa, That trusted third IS t
a - certglflcatlon authgrrty Int he ABA Gurr?epnes the Utah Act, and most technical staﬁg %i

To assooratea air with a pros trve signe acertrfrcaton uthorrt ISSues a certificate, a
electronic recor )th%t sets torthD IC keir% o[ re resentst att rosi{ectrve signer |dent|’f|err]rl in the

certrfrrT;ate stecorrespondrn grrvate hat pr g ectrve sr s termed the "su scrrbe . Thus,
| in

certificate's princl ctlon 110 1dentifya k subscriber, so that a person verl
arrrrta srgnattﬁ pﬁe public ke Erstgrn Phe %rﬂcate can have assurance tthatt e correspon m%

eh
private kBy Is heloy by the subscriber afso Irsted In the certificate.

To assure the authentjcity and mvrol(abrh Y of the certrfrcate the certification authori dty drrgrta]l %ns it

The |ssu|n? certification aut orit Ita srgnature on the certificate ¢ dan be verrfre ysi qt J)
Lsted nfanotherc rtificate, r]d that other certjficate can eve[ by the puplic keY isted In Vet

srgﬁlt“ﬁg r(]:eesrgr cate, and so on, until the person relying on the digital signatlre |sa equately assured of its

To make a puplic key and its identification Wrth a specific subscriber readrlyeavarlable for use in

verrtgoatron the cgrthﬁgcate ma h blished n re os tor Re osrtorresa on-line data ases of
certl lable for retrieva a Use In veri |g| Isr natures. Often, refrieval 1 accomplished

Icafes aval
automatrcail %y having the verification program |h lirg'o the repository to obtain certificates as
needed.

Once |ssued a certificate maY Erove to be unreliable, such aﬁ in situations where ‘the subscriper

misre resﬁ nts his ide trty to the certificatl Bauthorrt In other srtuatrons a certificate ma be eIr ble
enou ﬁn Issued hut'come to be unre|ianle sometime thereafter or exam e, Ift esu e]r ?ses
contr o rrvate ey, tecertr icate hecomes unrelrabe srnced Jita srﬁ] aturesoreate y the lost
Errvae key wou rﬁpe r'to be the subscriber’s according to the certificate such situations where the

ertificate’has beco eunrelrable the certification authori tx aﬁerha ﬁtt esu Scrin ersre Lest, may
g or revoke{ Tl ?

§H§ESHQ temto?ét‘ﬂ%n'%”vaa(':'edr%?%ate e Cethcation oy i i e i g,

fication horrty mu
suspension, or at least Notify persons who inguire or who are "known to have received a digital signature

verifiable by reference to tiie unreliable certificate.

Challenges and Opportunities

The rosPect of fully implementing digital srpnatures In general commerce presents both advantages and
disadvantages, or bénefits and costs. The costs or disadvantages consist mainly of:

+ Institutipnal overhead: |N€ COSt ofestabhshmgi and utilizing certification authorities,
repositories, and other important services, as well as assuring"quality in the performance of their
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func}[rons throu%h means such as professrgnal accreditatjon, oversight byanother superior

ertr Ication au orrY fP 30 licensi Og an governmental regulatior, perfodic auditing, or legal and

rnancra responsrbr tZ Or errors an 0mIssions

* Broduct cost digital srgner will requrre software that mayweII be more, expensive 1thana
srm le pen, and ma also have to p@/ abcertrfrcatron authority to Issue a certificate
% ent to secur nes private keg ma%/ 0 be advisable. Recipients of digital signatures will

Incur expenses for venfrcatron software and perhaps for access to certificates in a repository.

8 Ius side, the nncrﬁal advanta e to be arr\ dsmore reliable authentication of messages.
rgrta rgnatures rfBrope y implemented and”utilize

 [mpstors: Mrnrmr e the risk ofdealrng with impostors or persons who can escape responsibility
byc aiming to have been impersonated,

- Message corryption: Minimize the risk of tam enn%wrth messages aItenndnthe terms of 3
trfagrsaic VrvoanS %Qﬁ covering up the traces of the alteration, or false cldims that a message was altered

-+ pormal Iegal requirements Stren%then the suPport forconcludrn that Ie al rg urr ments of

forr? N as ertlng dNature and an original document, are sati fred sr ce digital signatures

are unctronally on & parwith orsuperrorto aper forms.

 Dpen syspe Retain r% %[ee ofrr(rjfo mation_security, even for information sent over open,
InSeCure, but rnexpensrve and widely used communication channels,

Consrdenn the aIternatrves such as IrI)]aPe"r S| nture% computerized i rmages of handwriften sr natures
Xpe §aturessuc h", the benefits of d ?rtal srdnatu efsoutwerdhterr (ens The
Ines and Uia Act are mtended t0 advdanceleadJ ecognition of digital signatures an

establrsh an Institutional Infrastructure to support digital authentic tron

Notes

Note 1 . .

Note 57 ©%" Uniform Commercial Code § 1-201(39) (1992).
This list is not exhaustive. For example. Reﬂatement (Secondg of Contracts notes another
fupction, termed the "deterrent function”, which seeks to "dis oura etr nsactronsofdoubtful _
utihity. Refltatement Second} ofContrac£ S.§ 72.comment ¢ % rofessor PF“ o also notes, in
an e gecra comprenensive list, earmarking of intent, clarification, mana ena rcrenc¥
Prau sltd/os uhc?\t/logera}flt\)/v eT %sstagl(tatron E?r surlrctlttIon E? func} neslgansgtrro%sa dt Sysst?uncetrgns of
Form 43F rdham L. Rev. 39, 48- 1974§ ererna?tergPerr l0%).

Rfe tatemen Seconda ofContracts statutor not precedrn ? (&982(1) g)ur ose f the statute
rau w |ch Inclddes %z%la e rg men er Consider tro and Form, 4
erein el f]eremg/ entham. The Works o; Jeremy
Bentham 508— Bownn ed. 1 gBentham called forms Servin evrdentrar functions
reaﬂgornted 6., made nadvanc vrdencerk Ahan written signature creates pronative
e In part hecause of the chemical pro erties of In th tmak It adhere to paper, and

Ide
Because hangwntrng style Is quite unique to he signer; Peril oat

e
2 John Austin, Lectures on Jurisprudence 939-44 §4th od. 3.873 Rest tem nt( econrp
Contracts 8, 72 comment.c (1982) an statutor¥ grece ere termed
a feremonra " functjon rstqrme a_cautjonary” function In the Resta emegg Perr (j)at
Fuller at 800; Rudolfvon Jnering, Geist des romischen Rechts § 45
5(herernafter Jhering").
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*STATE Of ALASKA
1998 ;. EGISLATIVE SESSION

Revision Dalo:

Title: Alcohol Beverage Conlro) Board
Sponsor Senate Labor & Commerce Committee
Requestor: Senate Labor & Commerce Committee

Expenditures/Rovenues:
OPERATING EXPENDITURES FY 99
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

CAPITAL EXPENDITURES
CHANGE INREVENUES ( )

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other
TOTAL 0.0

Estimate of any current year (FY96) cost $

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attach a separate page i( necessary)

FYOO

FISCAL NOTE

BILLNO: SB 233

Dept Affectod: Rovonuo
_3RU: Alcoholic Beverage Control Board
Component: Alcoholic Beverage Control Board

COMPONENT SERIAL NO.

(Thousands ol Dollars)
FY 01

0.0 0.0

(Thousands ol Dollars)

0.0 0.0

No expenditure of funds is necessary to extend the life of the ABC Board for another four (4) years.

FY 02

0.0

0.0

FY 03 FYO04

0.0

0.0

As a functioning regulatory board, the ABC Board is funded as part of the operating budget for the Department of Revenue. All funding for the ABC Board
is derived from program receipts for liquor license, permit fees and miscellaneous payments.

Prepared by:
Division:
Approved by Commissioner:

Agency: Department ol Revenuo

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

233h.xls

Phone:
Date:

Date:

907-277-8638
March 18.1998

March 18,1998

Pago lof 1

0.0

0.0



SENATE COMMITTEE RE~ RT
First Committee of Referral

DATE: 1/14/98

Date of 5-Day Notice:.

(in-accordance with Uniform Rule 23)

FURTHER: Finance

DATE TURNED . .
INTO OFFICE:  ~ [3"T7§$

Labor and Commerce Committee considered SENATE BILL NO. 233
"An Act extending the termination date of the Alcoholic Beverage Control Board."

and recommends:
[ ] bereplaced with CS
[ ] adopt previous CS

[ ] attached amendment(s)
[ ] adopt Letter of Intent by
[ ] further referral to the

NEW FISCAL NOTE(S):

[ 1APPROPRIATION - o fisal e

~_ Senate Bill:
[ ] same fitle

- 1 new title.

-~ House_Bill:
[ ] same title .

[ ] 1ec ngc fitle
] new: -

Committee
Committee

PREVIOUS FISCAL NOTE[SaS):* ,
Department e Zero  Fiscal

sinclude fiscal notes accompanying Governor’s bill
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CLEJtK"S OFFICE
Submitted' by: Assemblymember CLEMENTSON,
Abney, Begich, Bell, Carlson, Kendall, Meyer, Murdy,
Von Gemmingen, Wohlforth, Wuerch
Prepared by: Assemhly Office
For reading: February 24, 1998

ANCHORAGE, ALASKA
AR NO. 98- &4

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING
SENATE BILL 233, EXTENDING THE TERMINATION DATE OF THE ALCOHOLIC

BEVERAGE CONTROL BOARD

WHEREAS, by State statute, the Alcoholic Beverage Control (ABC) Board is
scheduled to be sunset as of June 30, 1998; and

WHEREAS, SB 233 has been introduced before the Alaska State Legislature to
amend this State statute, specifically to extend the termination date of the ABC Board

to June 30, 2002; and

WHEREAS, the Anchorage Assembly believes the ABC Board and its oversight
and enforcement responsibilities has played a critical role in ensuring the public safety

and health of our community; and

WHEREAS, the ABC Board has worked hand-in-hand with our local government
- especially the Assembly - in making sure that State statutes governing the sale of
alcoholic beverages are adhered to by local Anchorage businesses.

NOW, THEREFORE, the Anchorage Municipal Assembly resolves:

Section 1.  That the Assembly supports SB 233, extending the termination
date of t"e ABC Board to June 30, 2002.

Section 2.  That the Assembly looks forward to a continued working
relationship with the ABC Board.

Section 3.  That, upon approval, the Municipal Clerk provide copies of the
resolution to the State Legislature..

PASSED AND APPROVED by the Anchorage Municipal Assembly this
3rd day of March (1998.



Official Business

Senate

State Capi
Juneau, AK. 9

Senate Labor & Commerce Committee

Sponsor Statement
SB 233 ALCOHOL BEVERAGE CONTROL BOARD

The Board was established by Title 4 in 1959, SB 233 extends the Council another 4 years
to June 30, 2002.

The Board’s tasks include the following duties:

« control the manufacture, barter, possession, and sale of alcoholic beverages in the state
* review all applications for licenses

* may order the director to issue, renew, revoke, transfer or suspend licenses or permits

 may reduce the licensed area when Board deems it necessary to ensure control over the
salé and consumption of alcoholic heverages.

The Legislative Auditor continues to be concerned about the liquor license fee sharing
program ‘s compliance with AS 04.11.610.

The Senate Labor and Commerce Committee introduced the bill to ensure the extension
could be considered by the Legislature.
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.0, Box 113300

Juneau, AK 9811—;%38
FAX ﬂ'gg— {

December 3, 1993

Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached report is
submitted for your review.

DEPARTMENT OF REVENUE
ALCOHOLIC BEVERAGE CONTROL BOARD

December 3, 1993

Audit Control Number
04-1414-94

As discussed in the Objectives, Scope, and Methodology section of this report, this review
examines the activities of the Alcoholic Beverage Control Board (AB.C.Boardg to determine
If there is a demonstrated public need for its continued existence and if it has been o eratln%
in an efficient and effective manner. Alaska Statute 44.66.010 specifies that the ABC Boar
will terminate on June 30, 1994 and provides it with one year to conclude its affairs. We
recommend that the legislature extend the ABC Board’s termination date until June 30, 2001.
Alternatively, the legislature should consider removing the ABC Board from the sunset

review process altogether.

The audit was conducted in accordance with generally accepted governme.nt.auditing
standards.  Fieldwork procedures utilized in the course of developing the findings an
discussion presented in this report arc outlined in the Objectives, Scope, and Methodology
section.  Audit results may be found in the Report Conclusions, Findings and
Recommendations, and Analysis of Public Need sections of the report.
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OBJECTIVES. SCOPE, AND METHODOLOGY

In accordance with Titles 24 and 44 of the Alaska Statutes (sunset legislation), we have
reviewed the activities of the Alcoholic Beverage Control Board (ABC Board or the Board)
to determine if there s a demonstrated public need for its continued existence and if it has

been operating in an efficient and effective manner.

As required by legislative intent, this reﬁort shall be considered during the legislative
oversight process in determining whether the ABC Board should be reestablished. The law
currently specifies that the Board will terminate on June 30, 1994. At that time, it will be
given one year to conclude its affairs unless its termination date is extended.

Objectives

The ABC Board was created to regulate the manufacture, sale, barter, and possession of
alcoholic beverages in order to protect the public health, safety, and welfare of citizens in
the State. To this end, our primary objective in this audit was to determine whether there
is a public need for the Board and if it should continue to exist.

The secondary objective was to review the Board’s major functions of licensing, inspections,
and investigations for effectiveness in meeting public need and for efficiency of operation.

Our report conclusions, findings and recommendations, and analysis of public need have
been summarized in the appropriate sections of this report.

Scone

We reviewed ABC Board activity that occurred subsequently to the last sunset audit which
was performed in 1989. The activity was evaluated to determine whether or not it has been
in the public interest. We also reviewed the proceedings of the Board to ensure that it

complies with Alaska statutes and regulations.

Methodology

We reviewed and evaluated the following during the course of our examination:
e Title 4 and other applicable Alaska Statutes.
e  Title 15 Chapter 104 of the Alaska Administrative Code.

ABC Board licensing files.

ABC Board reading files.

ALASKA STATF. 1.EGISIATURK DIVISION OF LEGISIATIVF. AUDIT



ABC Board operating budgets.

e Questionnaires sent out by us to municipalities, law enforcement agencies, and
licensees.

In addition we attended Board meetings, interviewed ABC Board staff, and contacted the
State Ombudsman, the Attorney General’s office, the Division of Equal Emplo>ment
Opportunity, and the Human Rights Commission.

ALASKA STATE LEGISLATURE o DIVISION OF LEGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

The Alcoholic Beverage Control Board (ABC Board or the Board) was established in 1959
by Title 4 of the Alaska Statutes as a quasi-judicial agency. For administrative purposes the
ABC Board is assigned to the Department of Revenue. The purpose of the Board is to
regulate the manufacture, barter, possession, and sale of alcoholic beverages in the State.
Control is exercised through Board review and consideration of liguor license applications
for original issuance, renewal, and transfer; and through revocation and suspension of
licenses. The Board also has the power to propose and adopt regulations and to hear appeals

concerning actions of ABC Board personnel.

The Board is composed of five members aplpoi_nted by _
the governor and confirmed by the legislature. AlCOhOIICBeR//Ieera e Control Board

Traditionally, appointed members reﬁresent all ot
geographic areas of the State. Two of the members  gjj Bishop, Chairman
are re(i_uned by statute to be representatives of the 0 |a1< ’
alcoholic beverage industry while the other three are jﬁ ustr;(/ Merrjber
public members. Board members are appointed for 16 expires January 31,19%
overlapping three-year terms. A director, anomted by Bradley
the governor, serves as the executive officer and is /S«ric?norae
ol

responsible for enforcing Title 4 and regulations ¢ Member
adoppted by the Board. : g Term expires January 31, 186

. . . . . urn Eltms
Title 4 specifies the type of licenses, Ilcensm?_ fees, i(eéc | ark/I
and the activities allowed under each class of licence n ust err}ber 11504
issued by the Board. Title 4 also establishes oM EADIES AUy oL
Frocedures for the issuance of new and renewal  Jim McNamee
icenses. Ea'brpa

uplic Member
ABC Board employees are charged with ensuring 1o expires January 31194
compliance with alcoholic beverage statutes by over  jane Perkins
1,800 licensees. Employees provide three functions qbrpe
that include administration, licensing, and enforcement. I?U IC Memb%r 1 196
These services are briefly described below. €I EXDIFES Janiary

Administration: The ABC Board director has a . ide variety of administrative duties which
Browde support for the Board. Responsibilities include oversight of staff, preparation ol

udget documents, and direction of special enforcement investigations and public hearings.
The director and a secretary comprise the administrative staff,

Lieensiim: ~ The three-member licensing staff is responsible for processing license
applications, maintaining licensing records and files, collecting licensing tees, and answering

licensing questions asked by the public.

AIASKA STATF. |I-GISLATURh DIVISION OF U-XJISI-ATIVfi AUDIT



Enforcement: The ABC Board currently has three investigators, an increase of one from
FY 93. All three |n\_/est|([1ators are based in Anchorage. Invesh?a_tors perform various duties
that include mspectmg_ icensed premises, investigating complaints of suspected licensing
violations, and responding to questions from licensees and the public. Investigators also give
lectures relating to alcoholic beverage laws and regulations on behalf of the Board.

The ABC Board office is located in Anchorage. In FY 93, the Board had an operating
budget of $507,000 for Board activities and the seven staff positions.

ALASKA STATE LEGISLATURE DIVISION OF LLGISI-ATIVH AUDIT



REPORT CONCLUSIONS

Status of Prior Audit Recommendations

The previous sunset audit, dated June 30, 1989, made two recommendations to the
Department of Revenue and the Alcoholic Bevera?e Control Board (ABC Board or the
Board). In order to operate in a more efficient and effective manner, the department and the
Board' incorporated administrative procedures to partially |mBIement one recommendation.
Current Recommendation No. 1addresses the remaining pronlems with this issue.

The second recommendation has not been implemented as the Board disagreed with it. The
members of the Board fell that the finding addressed a discretionary issue and that the Board
acted properly at the time. This issue was not considered significant during the current audit

period.

Report Conclusions

In our opinion, the Alcoholic Beverage Control Board is operating in an efficient and
effective manner and should continue to regulate the manufacture, sale, barter, and
possession of alcoholic beverages in Alaska in order to protect the public's health, safety,
and welfare. Protection is provided by the Board through issuance, renewal, revocation, and
suspension of licenses as determined appropriate and through active investigation of
suspected licensing violations and enforcement of the State’s alcoholic beverage control laws

and regulations.

As indicated in the Analysis of Public Need section of this report, in our opinion the ABC
Board has met the various statutory sunset criteria. ~With the exceptions noted in
Recommendation Nos. 1and 2, we believe that the Board is effectively meeting its statutory

responsibilities.

We have reviewed the activities of the ABC Board since the last sunset review and, in our
view, it is operatm% inthe public interest. ~ We recommend that Alaska
Statute 44.66.010(a)(1) be amended to extend the life of the ABC Board to June 30, 2001.
This recommendation Is consistent with one made in our audit report titled A special Report
on Selected Boards and Commissions Issues, October 30, 1992. In that report, Wwe

recommended that the ABC Board be extended to the year 2001as part of a comprehensive
restructuring of the State’s sunset review process.

Alternatively, the legislature should consider removinﬁ the ABC Board from the sunset
ﬁrocess altogether. The Board has consistently met the public need. We do recognize,
owever, that J)_erformance issues arise periodically. In such instances, the Division of
Legislative Audit, at the request of the Legislative Budget and Audit Committee, can address

those issues through a special audit.
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Department of Revenue %DO_R) and the Alcoholic Beverage Control Board (ABC Board
or the Board) should review the liquor license fee sharing proizram to ensure that it complies

with Alaska Statute 04.11.610.

The concept of sharing liguor license fees with municipalities was established when Alaska
was a territory. When statehood was granted, the territorial laws relating to the refund of
liquor license fees were adopted by the State. In 1980. the entire statutory title concerm_rq
the requl_anon of alcoholic beverages was rewritten. The only changes made to the territoria
law relating to refunds were to change the words “territorial™to “state,” “territorial treasurer”
to “commissioner of revenue,” “incorporated cities” to “municipalities,” and “intoxicating
liquors™ to “alcoholic beverages.” The substance of the statute remained the same.

The rewritten statute, Alaska Statute 04.11.610, Refund to municipalities, States:

(a) Annual license fees, excluding annual wholesale license fees, collected
within a municipality shall he refunded semiannually to the municipality.

(h) If the officers of a municipality fail to actively enforce local ordinances,
laws of the United States and the state, and the regulations relating to the
manufacture and sale of alcoholic beverages in the state, the commissioner of
revenue may deny the refund providedfor under (a) of this section until the
hoard finds the enforcement of the ordinances, laws and regulations is

resumed.

(c) The Department of Revenue shall recover any amounts erroneously
refunded under (a) of this section.

Senate Journal Supplement No. 23, dated April 1, 1980, accompanied the bill and contained
a section analysis of the proposed rewritten statute. It stated that the purpose of the refunds

Was

to provide an incentive to municipalities to actively enforce liquor laws and
the authority to grant, deny and recover refunds of licensefees i.\ intended to

further that purpose.

The term "Municipality” was defined as an incorporated city, an organized horough, or a
unified municipality established under Alaska statute.
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Since 1989. DOR has issued refunds totaling $119.900 to ten municipalities that do not
maintain a local police force.

In order for a municipality to be eligible for refunds of the license fees paid by operators of
licenses within their Jurisdiction, the municipality must suppI{/_IocaI enforcement of liquor
laws. Ten municipalities whose only protection is provided by Village Public Safety Officers
(VPSO) and/or State Troopers received refunds of liquor license fees. Both the VPSO
program and the Stale Trooper positions are completely funded by the State of Alaska.

DOR has interpreted “officers of a municipality” to include “police or VPSO protection.”
We Delieve that municipalities with only VPSO or State Trooper protection do not qualify
for the shared fees. The purpose of the shared fees is to offset the costs of maintaining an
enforcement unit.  Since these ten municipalities have not responded to the “incentive”
feature of the refund by maintaining a local police force, the State is essentially paying twice

for law enforcement in those communities.

DOR should reconsider its definition of “officers of a municipality” and determine if any
liguor license fees previously refunded should be recovered.

No standards have been established for the use of the liquor license fee refunds by the
municipalities.

The purpose behind liquor license fee refunds to municipalities is to provide an incentive for
them to actively enforce ordinances, laws, and regulations relating to the manufacture and
sale of alcoholic beverages. Therefore, it follows that the refunds should be used for this

enforcement.

The results of a survey performed by the Division of Legislative Audit during this review
showed that most of the refunds are deposited into general fund accounts and used as a
source of funding for all municipal operations. Only three of the 34 municipal respondents
to the survey indicated that the refunds were used to fund police enforcement activities.
DOR does not require any documentation indicating how the refunds are used by the

recipients,

We believe that, bg specifying that these funds only be used for liquor law enforcement, the
overall alcoholic beverage control program will be strengthened. DOR should consider
whether they have the authority to establish standards for the municipal use of the liquor
license fee refunds. If the department determines that they lack this author_lty,_they should
consider the potential benefits to the program and request the necessary Ieﬁls ative changes.
The refunds should be designated to fund the local enforcement of the alcoholic beverage

laws.
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The liquor license fee sharing program lacks sufficient controls to ensure that the correct
amounts of liquor license fees are refunded to eligible municipalities.

ABC Board personnel maintain the data base used to determine the amount of license fees
refunded to municipalities. Twice a year a license fee revenue report is sent to DOR’s
Income and Excise (I&E) Audit division. I&E s resFons!bIe for issuing the refunds.
Warrants are sent to municipalities who responded to an [&E inquiry in 1991 as to whether
or not they had police protection. The recipients of the refunds are based on the response

to that inquiry.

ABC Board employees do not reconcile pagments made by I&E to the amount that the Board
requested them to make. Although the Board director has asked for information on the
warrant distribution, 1&E has onlyfrowded it Via itS shared Taxes and Fees Annual Report
issued five months after the end of the fiscal year. When errors are made in the amount or
destination of the refunds, they may not be identified in a timely manner, if ever. For
example, in FY 92, because of an error by I&E in reading the license lee revenue report, a
municipality received only $1,250 instead of the $6,300 It was owed.

ABC Board personnel should obtain information on the warrant distribution after the
warrants are issued, use it to determine that the proper distributions were made, and make

any necessary corrections.

Recommendation No. 2

The Alcoholic Beverage Control Board should establish and imFIement procedures to comply
with the Alaska Administrative Code (AAC) requirement that licensees applying for tourism
license renewals prove that issuance of their licenses encouraged tourism.

Original applicants for tourism licenses must show that issuance of the license in con junction
with the construction or improvement of an airport terminal or a hotel, motel, resort, or
similar business with dining facilities will encourage tourism. Applicants must also show
that tourist business will comprise a substantial portion of their business.

According to 15 AAC 104.325, renewal applicants for tourism licenses must demonstrate:

that issuance of the license encouraged tourism, that the facility was
constructed or improved in accordance with the application, and that the
facility continues to he operated by the licensee. If the licensee does not make
the showings required by this subsection, the renewal will be denied.

The ABC Board does not require licensees who hold tourism licenses to show upon renewal
that their licenses actually encourage tourism. The form currently used by the ABC Board
for license renewals does not request any of the information required by regulation.
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By not requiring evidence that the liquor licenses promote tourism, the ABC Board may
improperly renew them. Tourism licenses are issued without regard to statutory limits hased
on population, which establish the number of licenses allowed in an area. Improper renewal
may inadvertently allow for circumvention of those limitations.

The ABC Board should establish what documentation is necessary to meet the requirements
of 15 AAC 104.325 and implement procedures to obtain such documentation from licensees

seeking to renew their tourism licenses.

-10-
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analyses of the Alcoholic Beverage Control Board’s (ABC Board or the
Board) activities relate to the public need factors defined in the “sunset” law, Alaska
Statute 44.66.050. These analyses are not intended to be comprehensive, but address those
areas we were able to cover within the scope of our review.

The extent to which the hoard, commission, or program has operated in the public

interest.

The Board operates in the public interest and protects the public's health, safety and welfare
through limits on the number of licenses authorized, careful review of license applicants,
license regulation and enforcement, investigation of complaints, and license revocation, and
suspension. The ABC Board provides consistent interpretation and application of alcohol
law statewide for the public, law enforcement, and liquor industry.

In addition ABC Board employees present training lectures to alcohol servers, club licensees,
various alcohol and drug abuse conferences, and to the Alaska State Troopers and Village
Public Safetr Officers. Personnel have also assisted the Anchorage Municipal Assembly In

developing local liquor ordinances.

The extent to which the operation of the hoard, commission, or agency program has
been impeded or enhanced by existing statutes, procedures, and practices that it has
adopted, and any other matter, including budgetary, resource, and personnel matters.

We found no statutes that were obsolete, vague, or unduly restrictive except those relating
to the refund of license fees to municipalities. The Department of Revenue and the Boar
should review the liquor license fee sharing program to ensure that it complies with Alaska
statute. (See Recommendation No. 1)

Alaska shtatuties allow for communities to dfecideht? Number of Communities
restrict the sale, importation, or possession of alcoho -

within their boundgries. As of October 1993 11 Wit ocalr(%ptlon estictions
communities have taken advantage of that opportumtf. Ban Sale. 9
The ABC Board’s work load has been substantially %gnmggvglgl%%ﬁgtgﬂly 7?

reduced hecause of the availability of local option. Ban Bosession
P Li I

The ABC Board’s FY 93 budget was reduced from e Slore License Only
$723,200 to $507,000. Enforcement personnel were _ _ _
cut in FY 93 by 70 percent which seriously limited the Board’s effectiveness in enforcing
the State’s liquor laws and regulaﬂons. In 1993, the Board had 550 (44%) more licensees

than it did in 1977 and three (60%) less investigators. During FY 93, as compared to FY 92.
I-
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the number of Eremise inspections dropped by 35%, the number of advisory noticesZlissued
dropped by 50%, and the number of notices of violation2dropped by 60%. The change to
biennial license renewal in 1994 should help alleviate work load problems.

The Division of Legislative Audit sent out questionnaires to municipalities, law enforcement
agencies, and licensees which covered a number of issues. (See the Questionnaire
Summaries in Appendices E, F, and G.) Many of the law enforcement respondents indicated

the need for more enforcement staff with comments such as:

“There is a great need for more ABC enforcement staff.”

“You need more agents. There are many bush violations that are being passed up.

“You need more field enforcement to be effective.”

The extent to which the board, commission, or agency has recommended statutory
changes that are generally of benefit to the public interest.

Several pieces of legislation have been passed since the last audit was performed on the
Board in 1989 that are of general benefit to the public interest. One new law required that
signs warning of the possible danger from drinking during pregnancy also warn of possible
danger from smoking cigarettes during pregnancy.

In 1993, legislation was passed that required alcoholic beverage licensees and employees
who sell or serve alcoholic beverages to complete an alcohol server education course. A
second law changed the form of the Alaska driver’s license to include a holograph symbol
and identification of drivers who are under 21 years old and provided for driver's license
revocation for using false identification to illegally obtain alcohol.

The final legislative modification to Title 4 in 1993 changed all alcohol-related licenses from
annual to biennial renewal. This amendment will reduce the amount of paperwork handled
by the licensees and by the ABC Board staff by half.

The extent to which the board, commission, or agency has encouraged interested
persons to report to it concerning the effect of its regulations and decisions on the
effectiveness of service, economy of service, and availability of service that it has

provided.

An advisory notice may be issued when an incident occurs that may msuli in a violation of a s} mile, regulation, or

municipal ordinance.

A notice of violation is an informal communication given to a licensee that a violation of statue, regulation, or
municipal ordinance might have occurred or might Ire occurring on the licensed premises.

-12-
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Public participation is encouraged at each Board meeting. Title 4 requires that the Board
meet in each of the four judicial districts of the State at least once each year. In both 1992
and 1993, the Board met eight times. Each meeting is advertised in local newspapers and
IS open to the public. Meeting announcements are published in newspapers prior to the

meeting.

The extent to which the board, commission, or agency has encouraged public
participation in the making of its regulations and decisions.

As required by statute, when new regulations are being adopted notices are mailed to all
known interested parties. Public hearings are held in a further effort to receive public input.
As noted above, all Board meetings are noticed and open to the public.

The efficiency with which public inquiries or complaints regarding the activities of the
board, commission, or agency filed with it, with the department to which a board or
commission is administratively assigned, or with the Office of the Ombudsman have

been processed and resolved.

The Office of the Ombudsman received Bcomglaints about the ABC Board during the time
period of June 1, 1989 through October 7. 1993, Generally, the Ombudsman responded to
these complaints in a timely manner. Most of the perceived problems were created because
the complainant did not have sufficient information on a particular issue. As soon as the
Ombudsman was able to provide accurate information, the complaints were resolved.

The extent to which a board or commission which regulates entry into an occupation or
profession has presented qualified applicants to serve the public.

The Board reviews liquor license applications to determine if the applicants meet certain
statutory qualifications. Ifa license Is available and if the applicant meets the requirements,
the Board issues the license. Our review of applicants’ files disclosed no violations of those
requirements.  The Board may also suspend or revoke licenses or permits previously
authorized if it finds that it would be in the best interests of the public.

The extent to which state personnel practices, including affirmative action requirements,
have been complied with by the board, commission, or agency to its own activities and

the area of activity or interest.

We found no evidence of hiring practices or Board appointments that are contrary to state
Eersonnel practices.  No complaints have been filed with either the Division of Equal
mployment Opportunity or the Human Rights Commission.

, 13-
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The extent to which statutory, regulatory, budgeting, or other changes are necessary to
enable the agency, board, or commission to better serve the interests of the public and
to comply with the factors enumerated in this subsection.

Please refer to the Findings and Recommendations section of this report.

-14-
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APPENDIX A

Department of Revenue
Alcoholic Beverage Control Board
Summary of Revenues and Expenditures
Fiscal Years 1990 through 1993

FY 9 FY a FY 2 FY 3

Revenue (From Schedule 1below) $L,7820 $188320 $L6H4D  SL77256

Less: (Izinﬂ‘ers to Municipalities WO 6055 SRE)  SUA
Net Revenue 826 B35 816,535 883,120

Less: Expenditures wote 2) 64736 60 THAX A0
Excess of Revenue Over Expenditures $20080 S2BU0 S 8§20 $ 34N

Schedule 1-Revenue

Liquor License Application Fees S0 $2220 S 2086 $ 2L
Pub Licenses 400 400 400 400
Brewery Licenses 1,000 2,000 0 1500
Distillery Licenses 500 50 500 500
Beverage Dispensary Licenses 8I72m 812500  8B7/A0 81870
Club Licenses 51900 38,600 39,90 51,625
Common Carrier Licenses 47,600 53900 0 6325
Restaurant Licenses BoH BA0 83700 %20
Retail Store Licenses U0 RIS U35 435
Wholesale Licenses 270 12180 134600 131400
MisCCilanCOUS (Note 3) 52,13) 78,725 59,% 54,270
Clerical Fees 0 0 450 0
Total Revenues L7820 SL8R2AD  $L6BAH  SI.7725%5

(Note 1) In accordance wiih AS 04.1 I.A10, refunds of annual license fees, excluding annual wholesale license fees, collected within a
municipality are to lie given to the municipality semiannually. The total of these refunds is the “Transfers to Municipalities"

amount.

(Note 2) [expenditures do not include encumbrances,

(Note .1) The miscellaneous revenue account includes fees from various low-volume licenses (theater, recreational sites, and municipal
golf courses) and permits (caterer, special events, restaurant caterer, club license caterer, and restaurant designation).

Source of Information: The Alaska State Accounting System

17-
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APPENDIX B

Department of Revenue
Alcoholic Beverage Control Board
Number cf Licenses bv Cateaory

Calendar Years 1989 through 1993 (I\bte )

License Categories 1989 1990
Pub 1 1
Brewery 2 3
Distillery 1 1
Beverage Dispensary 684 679
Club 89 8l
Common Carrier 162 175
Restaurant 320 314
Theater 1 1
Retail Store 465 457
Wholesale 2 2
Recreational Site 20 19
Municipal Golf Course 0 0

Total | icenses 1766 1792

(Nolo 1) Calendar year 19983 is January 1" through October K

Source of Information: - Alcoholic Beverage Control Board Ides
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APPENDIX C

Department of Revenue
Alcoholic Beveragie Control Board
Number of Permits lssued bv Cate?ory

Calendar Years 1989 through 1993 (Note [)
Permit Catetzories 1990 1991 1992 1993
Special Events Permit 89 88 88 67
(AS 04.22.230)
Restaurant Caterer’s Permit 24 21

(15 AAC 104.680)

Club License Caterer’s Permit
(15 AAC 104.690)

Caterer’s Permit 629 643 669 487
(AS 04.11.230)

Total Number of Permits Issued per Year 729 739 783 582

Restaurant Designation Permits 1.988

(15 AAC 104.715 - 795) (Note 2

(Note 1) Calendar year 1998 is January 15through October 8"
(Note 2) T? I numbg,r of Restarant De%ignation Permits issu%j tﬂnce October 24. 1987, Thispermi

allows for dining by persons uncer the aPe of 2L and for eerp;&lo nt of persons between t
ages of 16and 19within the licensed premises of a hotel, restarant, or eating place.

Source of Information:  Alcoholic Beverage Control Board files

o -21-
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APPENDIX D

Department of Revenue
Alcoholic Beverage Control Board
Licenses, Permits, and Fees

 TYPES OF LICENGES ANNUAL FEE
Application.Filing Fee S 10
Beverage Dispensary License -Half Year 000
Beverage Dispensary License -Tourism - Half Year 650
Beverage Dispensary License 1200
Beverage Dispensary License -Duplicate 12000
Beverage Dispensary License -Tourism 12200
Beverage Dispensary License - Tourism - Duplicate 1200
Beverage Dispensary License -Public Convenience 1200
Beverage Dispensary License -Community License 1200
Bottling Works License 2000
Brewery License 5000
Brewpub License 200
Club License 000
Club License -Half Year J0
Club License -Public Convenience 60000
Common Carrier License 300
Common Carrier License - Half Year 150
Distillery License 200
Package Store License J000)
Package Store License -Half Year 30
Package Store License -Tourism 000
Package Store License -Public Convenience <000)
Package Store License ~Community License Je000)
Pub License gl_Jnlve_rsny) 400
Recreational Site Licerise 4000
Recreational Site License -Half Year 2000
Restaurant/Eating Place (Beer & \Wine only, J0M
Restaurant/Eating Place (Beer & Wine only) -Half Year 150
Resraurant/Eating Place (Beer & Wine only) -Tourism J0M
Rest_aurant/Eatm%_PIace & Wine only) -Public Conv. 00
Retail Stock Sale License 10000
Theater License _ J0m
Wholesale License -General (Basic Fee 100000
Wholesale License -Malt Beverage & \Wine 2000
Winery _ 2000
Caterer's Permit _ 20
Club License Caterer's Permit 10000
Restaurant Caterer's Permit S0
Special Events Permit 558%

estaurant Designation Permit
Source of Information:  Alcoholic Beverage Control Board

-23-
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APPENDIX E

Department of Revenue
Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Municipalities

Questionnaires were sent to fifty-nine cities and municipalities. Thirty-four (58%) responded.

1 s K/our city or borouuh given adequate notice by the Alcoholic Beverage Control
(ABC) Board of proposed issuances of new licenses and/or transfers of existing
licenses?

N: Voer of Responses:
30 Yes

2 No

2 No response

2. Since 1989. has your city or borouuh protested the issuance of a new license, renewal
of a license, or the transfer of a license?

Number of Responses:
2 Yes

21 No

J. No response

If yes, what criteria has the city or borouuh used to protest a license?
Typical Comments:

Protests resultfrom the following: non-payment of utility hills, sales
tax and property tax: proximity to schools and churches; and, public
opposition to the location of the licensed premise.

3. Ilave protests lodized by the city or borouuh resulted in a hearing by the ABC Board
or by a hearing officer appointed by the Governor?

Number of Responses:
7 Yes

I3 No

6  No response

8 Not applicable

225
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APPENDIX E (cont.)

Department of Revenue
Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Municipalities

Does the current system of notification/protest/hearing enable local government's
opinions to be heard during the licensing process?

Number of Responses:
23 Yes

4 No
7 No response

If no, should local governing bodies be:
_5? More involved in thelicensing process?
0 Less involved inthelicensing  process?

One respondent commented, as follows:

Governing bodies should be more involved in the licensing
process. This is particularly true as to the transfer of licenses
to new locations. | suggest that the decision as to the transfer
of a license to a new premises should be a local decision with
no involvement by the ABC Board except to amend its records
to reflect the local governing body’s decision. The location of
a tavern, in contrast to its ownership is more closely a matter
ofcity planning, zoning and law enforcement than it is a matter
of alcohol regulation.

Are there existing alcoholic beverage control laws or regulations that are obsolete,
vague, unduly restrictive and/or inadequate?

Number of Responses:
2 Yes

7 No

15 No response

If yes, please cite the law or regulation and why you believe it is obsolete, vague,
unduly restrictive and/or inadequate.

3 one fespondent answered "yes" to this question,
-26-
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APPENDIX E (cont.

Department of Revenue
Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Municipalities

Typical Comments:

There should be a way to deny license renewalsfor licensees that are
repeatedly late in paying sales tax or other monies due to local
government.

Certain licensing actions such as transfers of licenses and new
licensees require public notice. The public notice period should be
extended in order to allow local government a better opportunity to
hold public hearings if necessary.

What changes in the ABC Board’s policies or alcoholic beverage control laws and
regulations could be made that would enable your local governing body to better
serve the public?

Typical Comments:

The ABC Board should educate bar operators on statutory
requirements regarding bar closure on election days.

The community could benefit by increased enforcement visits
from the ABC Board.

There is a need to deny license renewalsfor licensees that are
repeatedly delinquent in paying municipal taxes.

One city manager commented, as follows:

AS 4.21.010(c) should either be deleted or clarified in order to
give municipalities clear direction as to their ability to impose
additional sales taxes on liquor. . . .

The entire Title 4 is awkwardly organized. It is difficult to track.
Frequently one must refer to several articles or chapters in order to
fully understand the issue.

The procedures and standards for issuance of new licenses, transfers
ofexisting licensesfrom one owner to another, renewals, and transfers
of licenses to a new premises should be set out separately rather than
combined in a single section or article. Different rights and interests

27-
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APPENDIX E (cont.)
Department of Revenue

Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Municipalities

are involved in each of these matters.

What do you use the alcoholic beverage license fees refunded to vour city or borough
bv the ABC Board for?

Comments:
Nineteen responses stated that license fee refunds go to the general fund.
Three responses reported that they are used for police or public safety.
One response indicated “education.”
One response stated City Budget for Public Works.
Ten were non-responsive.

Do you have any other comments you would like to make?

Typical Comments:

ABC employees are helpful, cooperative, and knowledgeable about
alcohol laws and regulations.

The ABC Board should be retained.
The Board provides needed information to small communities lacking

expertise and the funds necessary to properly process new alcohol
license or renewal applications.

-28-
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APPENDIX F

Department of Revenue
Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Law Enforcement Agencies

Forty-five questionnaires were sent to law enforcement agencies. Theie were twenty-eight
(62%) responses.

1 Are you aware of the existence of the Alcoholic Beveraae Control (ABC) Board, its
operation, and its role in the enforcement of ABC laws and regulations?

Number of Responses:

24 Yes

2 Enforcement role is not well known

2 Aware of Board but have never seen any enforcement
0 Not aware of its role in enforcement

2 Do }/QU feel the enforcement staff of the ABC Board complements, duplicates, or
conflicts with the efforts of your law enforcement personnel?

Number of Responses:
22 Complements

J. Duplicates

] Conflicts

4 None of the above

Typical Comments:

The ABC Board doesn't have adequate staffto enforce liquor laws in
our area.

The ABC Board does not have enough field enforcement staff.

Wefrequently cooperate with the ABC Board in hotli criminal and civil

cases.

The ABC Board hasfilled a voidfor enforcement ofliquor laws in our

area.

Local communities need more help from the ABC Board for the
enforcement of alcoholic beverage regulations.

29.
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APPENDIX F (cont)

Department of Revenue
Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Law Enforcement Agencies

Do%/ou share investigative information with the ABC Board’s enforcement staff and
notify them of arrests made on licensed premises?

Number of Responses: _

J7  Yes, always share information

3 No, never share information _

7 Qccasionally ABC is sent copies of liquor related arrests and reports
1

No response provided

Are there any existing alcohol_ic_beverage control laws or regulations that y i feel tire
obsolete, vague, unduly restrictive and/or inadequate?

Number of Responses:
5 Yes
19 No _
4 No response provided

If yes, please cite the law or regulation and why you believe it is obsolete, vague,
unduly restrictive and/or inadequate.

Typical Comments:

AS 04.16.051 makes it too easyfor a minor to drink if the parent is not
opposed to the child drinking.

It is difficult to control die sales of alcohol in small communities
because there are too many exceptions for license quotas.

AS 04.16.030 related to serving intoxicated persons needs to be revised
because it is too difficult to prove criminal negligence. The term
“criminal negligence' should be revised to “recklessness.”

The State should make possession ofalcohol by a minor an infraction.
This would enable a police officer to issue the minor a citation and
allow the courts to deal immediately with the problem. As it is now.
many juveniles in my area have been arrested numerous times for
minor consuming. The Juvenile Probation Department either refuses
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APPENDIX F (cont.)

Department of Revenue
Alcoholic Beverage Control Board
Summary of Questionnaires Sent to Law Enforcement Agencies

or is unable to cleat with “status" offenses3

Certain words in Title 4, such as the term “drunken' in AS 04.16.040,
should be changed to allow for easier legal interpretation and
enforceability. The term "criminal negligence" as used in AS
04.16.030 needs to be changed. AS 04.16.030 also uses the term
“drunken person.” These words are difficult or impossible to enforce.
As written, this wording offers too much protection from prosecution
to bar tenders and owners that serve intoxicated individuals.

5 Have the ABC investigators provided training sessions to your local police officers?

Number of Responses:
6 Yes
22 No

If yes, were the sessions informative and worthwhile?

Five questionnaires said that training was worthwhile. ~ Another
respondent stated that the training was worthwhile, but took place

several years ago.
If no. have vou requested training?.
Fifteen of the respondents stated that they have not requested training.

Other comments include the following.

We did not know that training was available. We would like to have
it.

We have not received training from the ABC Board, but they always
answer our questions on the phone.

With only two agents, the ABC Board is spread too thin.

6. What do vou use the alcoholic beveraue license fees refunded to your citv or borouuh

~ Status offense means that the offense would not he a crime if the offender were age 21 or older.
3)-
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by the ABC Board for?

Comments:

Seventeen of the respondents stated that refunded license fees are put
into the general fund.

Eight of the questionnaires were either left blank for this question or
were answered by a “Gon Tknow””type of response.

Three of the questionnaires stated that the refunds were used for some
type of law enforcement activity.

Are there any additional comments vou would like to make?

Typical Comments:
There is a definite needfor more ABC Board enforcement personnel.
ABC staff should be increased so they can do an effective job of
enforcement. Because alcohol is the # 7 social problem in tlrs state,
it would be a mistake to eliminate the ABC investigators.
The ABC Board needs to provide more enforcement to be effective.

ABC needs more agents in the brsli.  There are too many violations
that are not enforced.  Please get morefield investigators.

The ABC Board and staff do afine job.

Further cuts in ABC Board personnel will dramatically reduce
enforcement capabilities. This is especially true in areas autsice local
enforcement jurisdictions.

ABC Board enforcement is too well controlled by the liquor industry.
Political forces from the liquor lobby makes it difficult to apply even-
handed enforcement.

The ABC Board needs more investigators.
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The State should either eliminate the ABC Board effective June 30,
1934 or get serious about the Board's mission and provide adecuate
funding to the Board. Also, the Board should remove the appearance
of economic and political favoritism

The State should consider eliminating the ABC Board and transferring
their mission to the Alaska State Troopers.
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Questionnaires were sent to thirty-nine licensees. Thirteen (33%) responded.

1. When vou deal with the Alcoholic Beveraue Control (ABC) Board staff, do you find

them to be:
Yes No No Response
Pleasant 10 0 3
Knowledgeable 10 0 3
Responsive 9 0 4

2. Has your facility received an inspection by an ABC Board investigator?

Number of Responses:

J2 Yes
0 No
J Respondent Unsure

Approximate number of inspections by year:

Year Inspections performed Inspection not performed'l No response
1993 7 1 5
1992 9 1 3
1991 I 0 2
1990 9 0 4

3. Do vou feel ABC enforcement procedures are effective and are applied equitably to
all licensees?

Number of Responses:
9 Yes

J. No
3 No response

Respondent wrote "0" for number of inspections for the year.
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