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By ANDREW DAAfSTEDT
Dailyffiews-'Staff Writer '

The director of the Division of 
Community and Regional Affairs 
found no reason for a conflict of 
interest investigation into the new 
Ketchikan Gateway Borough manag­
er's involvement in the borough's 
annexation petition.

I h r a  Jollie, division director, con­
cluded there was no reason to sup­
port a  conflict of interest ciaim 
against Dan Bockhorst, former state 
.iccal government specialist, or 
reques an investigation.

She also wrote that Tuesday's Local 
Boundary Commission hearings will 
not be canceled. The division pro­
vides staff support to the Local

. Boundary Commission, -a ,
-Craig City 'Administrator Jon 

Rolling and Craig Community 
Association Tribal President Millie 
Stevens sent a letter, dated Oct. 19, to 
Gov. Sarah Palin asking that the LBC 
hearing on Hiesday be canceled until 
a conflict of interest investigation by 
the Attorney General's office could 
be completed. Jollie's letter 
Wednesday was addressed to Bolling 
and Stevens and released to the Daily 
News b y  the governor's office.

Sharon Leighow, the governor's 
deputy press secrertary, said Jollie's 
letter was the official response from 
the governor's office, but said the 
Alaska Department of Law bad yet to 

See 'No conflict claim,' page 2
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review the original complaint.
Neither Bolling nor Jollie returned phone c a lls  by the Daily News request­

ing comment.
Bockhorst said Thursday he had no comment on Jollie's decision .
The letter from Bolling and Stevens alleged that shortly after Bockhorst 

wrote the preliminary report recommending the- LBC approve Ketchikan's 
annexation petition, he applied for the vacant borough manager position. The 
letter also alleged that Bockhorst reversed his position on annexation from his 
recommendation to deny of 1998.

Jollie noted in her response that Bockhorst does not set policy direction and 
the 1998 decision was based upon a prior administration's policy direction.

Jollie wrote that she carefully-reviewed official division records, going over 
the timeline of events. She wrote that Bockhorst began his. analysis of the 
Ketchikan annexation proposal on March 26 and concluded his analysis on 
June 28, with the preliminary report being published June 30. In that report, 
Bockhorst recommended the LBC approve Ketchikan's petition.

Former Borough Manager Roy Eckert resigned in June, but his last day was 
not until Wednesday. The-borough began advertising for a new manager July 
29. Bockhorst applied for the job Aug. 11 and was chosen foi the job Oct. 13. 
He started Thursday.

Jollie wrote that Bockhorst told his ethics supervisor Aug. 1 that he had 
interest in applying for the borough manager job. The f in a l analysis on the 
Ketchikan annexation petition was given to Jeanne McPherren, who complet­
ed the report Oct. 15. McPherren also recommended approval of the petition.

The LBC will conduct a public hearing -Saturday in Wrangell on the 
Wrangell borough petition. The City of Wrangell submitted a petition to incor­
porate a Wrangell borough, which also would include a 191-square mile.area 
around Meyers Chuck that the'Ketchikan Gateway Borough seeks to annex.

A public hearing on the Ketchikan annexation is scheduled for Hiesday at 9 
ajn. in the Ketchikan Cjffi-Council Chambers. A decisional meeting jOn both 
petitions is Wednesday, alio in the City Council Chambers, beginning at: lG'a.m. 

andrew@ ketchikandailynews. com



TO: People of M etlakatla  Dec. 17,2007

FR: L ind arae  S h ea re r, m em b er nuirihutod fry
a n d  c o n c e rn e d  c itiz en

RE: A n n ex a tio n  b y  K etch ikan

T his p e titio n  is in  resp onse  to A nnette  Is land  School D istric t’s p lea  to  a ll 
p eo p le  o f  M e tla k a tla  to  OPPOSE a n re x a tio n  of o u r  school system  a n d  th a t o f 
o th e r  schoo l d is tr ic ts  o n  P rince  o f W ales Island . I am  p u ttin g  th is petition  a ro u n d  
to w n  in  c o o rd in a tio n  w ith  M r. Brett A genbroad , S u p e rin ten d en t o f AISD. O u r 
school d is tr ic t h a s  o ffic ia lly  exp ressed  its d ism ay  re g a rd in g  th is issue, b u t it w ill 
tak e  a h u g e  e ffo rt b y  M e tla k a tla  c itizens to  exp ress o u r  lo ud  opposition  to  this 
m easu re .

I w ill p ick  u p  a ll o r ig in a ls  o f th is  p e titio n  o n  o r  a b o u t Friday D ecem ber 28 , 
2 0 0 7  to  se n d  it to  S en a to r K ookesh’s office. S ena to r K ookesh’s sta ff w ill m ake 
su re  th a t  a ll leg is la to rs  w ill h ave  received  a co p y  o f th e  p e titio n  b y  th e  tim e the 
n e x t leg islative session  b eg in s  o n  Ja n u a ry  1 5 ,2 0 0 8 .

Efforts w ill b e  m a d e  th ro u g h  legal c h an n e ls , b u t  it is im p o rta n t th a t the 
A laska State L eg isla tu re  h e a rs  from  th e  co m m u n ities  th is  w ill im pact. This 
a n n e x a tio n , if  a llo w ed  to  s tan d , w ill take m on ey  aw ay  fro m  o u r  school d istrict.
W e c a n n o t a ffo rd  to  lose a n y  fu n d in g  fo r o u r  c h ild re n ’s ed uca tion . Y our sign ing  
th is  p e titio n  w ill e n s u re  o u r  law m ak ers k n o w  you  ca re . YOUR VOICES WILL BE 
HEARDII f

L indarae S h ea re r

I f  questions, call m e a t 
886-4133 or 723-9835  
o r refer queries to  
Superintendent’s  O ffice, AISD

Cc: B rett A genbroad
Senator K ookesh

PETITIONS WILL LIKELY BE LOCATED AT: Leask M a rk e t, M in i-M a rt, Sea Cells, 
V isions, B ingo H all, S en io r C en te r, AISD S u p e rin te n d e n t’s O ffice, M idd le  School 
F ro n t O ffice , E lem en ta ry  School F ro n t O ffice, a n d  L arry  a n d  I w ill e a c h  c a r ry  o n e  

w ith  u s in  o u r  veh ic les.



P E T IT IO N

W e, the peop le  o f  M etlakatla , A laska, resp ec tfu lly  request the A laska State 
L eg is la tu re ’s su ppo rt in  ou r opposition  to the 2006  K etch ikan  G atew ay  B oro ugh  A nnexation  
A p p lica tion  o f  the p resen t U norgan ized  B orough  lands in sou thern  S o u theast A laska.

W e, the undersigned , u rge  you, our elected  rep resen ta tive  ,, to w ork  to  reverse  the 
N o v em b er 7, 2007  L ocal B oundary  C o m m issio n ’s approval o f  ihe K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A pplication .

W e ask tha t you v ig o ro u sly  pursue leg is la tion  that w ould  stop  the annexa tion  o f  4,700 
m ile s  o f  the cu rren t un o rg an ized  B orough  land in S ou th  E ast A laska. W e have  grave 
co n cern s reg ard ing  the adv erse  financial im pacts annexation  will have  u p o n  A nnette  Islands 
S ch o o l D istric t in M etlak a tla  as w ell as o ther school d istric ts  in the  reg ion . W e are further 
co n cern ed  that th e  ap p lica tio n  as approved  requ ires no  substan tial ex ten sio n  o f  B orough 
se rv ices  by  K etch ikan  G a tew ay  B orough, h av in g  exc lud ed  H yder, A laska  as an  enclave, and 
lo s in g  the com m unity  o f  M yers C huck  to the W rangell B orough expansion .

To : A laska State Leg is la tu re ^

N am e (prin ted)
M e tla k a tla  

Post O ffice B ox # Signature
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P E T IT IO N

T o: A lask a  S ta te  L eg is la tu re  ^

W e, the p eo p le  o f  M etlakatla , A laska, respectfully  request the  A lask a  State 
L eg is la tu re ’s su p p o rt in  o u r o p p o sitio n  to  the 2006 K etch ikan G atew ay  B orough A nnexation  
A p p lica tio n  o f  th e  p re sen t U n o rg an ized  B orough lands in  so u thern  S ou theast A laska.

W e, the u n d e rs ig n ed , u rge  you , o u r elected  represen ta tives, to  w o rk  to  reverse the 
N o v em b er 7, 2 007  L ocal B o u n d ary  C om m ission ’s approval o f  the K etch ikan  G atew ay 
B o ro u g h ’s A n nex atio n  A pp lica tion .

W e ask  th a t you  v ig o ro u sly  pu rsue  legislation  that w ou ld  stop  the annexation  o f  4 ,700  
m ile s  o f  the cu rren t u n o rg an ized  B oro ugh  land in  South E ast A laska. W e have grave 
co n c e rn s  reg ard ing  the ad v e rse  financial im pacts annexation  w ill have  u pon  A nnette Islands 
S ch o o l D istric t in  M e tlak a tla  as w ell as o th er school d istric ts in  the reg ion . W e are further 
c o n c e rn ed  that th e  ap p lica tio n  as ap p roved  requires no su bstan tia l ex ten sio n  o f  B orough 
se rv ices  by  K etch ik an  G a tew ay  B orough , having excluded  H yder, A laska  as an enclave, and  
lo s in g  the com m unity  o f  M y ers C huck  to  the W rangell B oro u gh  expansion .

M etlakatla  
N am e (orinted) Post Office Box # Signature
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P E T IT IO N

To : A laska State Leg is la tu re

W e, the peop le  o f  M etlakatla , A laska, respec tfu lly  request the A laska  State 
L eg is la tu re ’s su p po rt in  o u r opp o sitio n  to  the 2006  K etch ikan  G atew ay  B oro ugh  A nnexation  
A p p lica tio n  o f  the p re sen t U norg an ized  B oro ugh  lands in  southern  S ou theast A laska.

W e, the u nd ersigned , u rge you, ou r e lected  rep resen ta tives, to  w ork  to reverse the 
N ovem ber 7, 2007  L ocal B oundary  C o m m issio n ’s approval o f  the K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A pp lica tion .

W e ask tha t you  v ig o ro u sly  pursue leg is la tion  th a t w ould  stop  the annexation  o f  4,700 
m ile s  o f  the cu rren t un o rg an ized  B orough  land  in  S ou th  E ast A laska. W e have grave 
co n ce rn s  regard ing  the adverse  financial im pacts annexation  w ill have u p o n  A nnette  Islands 
S ch o o l D istrict in  M etlak a tla  as w ell as o th e r schoo l d istric ts  in  the  reg ion . W e are further 
co n ce rn ed  that the  ap p lica tio n  as approved  req u ires n o  substan tia l ex ten sion  o f  B orough 
se rv ices by  K etch ikan  G atew ay  B orough , h av ing  ex c lud ed  H yder, A laska  as an  enclave, and  
lo s in g  the com m unity  o f  M yers C huck  to the W rangell B orough  expansion .

M e tla k a tla  
N am e (p rin ted) Post O ffice B ox # Signature
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P E T IT IO N  f Y  1

W e, the p eo p le  o f  M etlakatla , A laska, resp ec tfu lly  req u est the A laska State 
L e g is la tu re ’s su p p o rt in ou r opposition  to the 2006  K etch ikan  G atew ay B orough A nnexation  
A p p lica tio n  o f  the p resen t U norgan ized  B oro u gh  lands in  sou thern  S ou theast A laska.

W e, the undersigned , u rge  you, our e lec ted  rep resen ta tives, to w ork  to rev erse  the 
N o v em b er 7, 2007  L ocal B oundary  C om m issio n ’s approval o f  the K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A pplication .

W e ask th a t you  v igo rou sly  pursue leg is la tion  that w ould  stop the annexation  o f  4 ,700  
m ile s  o f  the cu rren t uno rg an ized  B orough  land  in  Sou th  E ast A laska. W e have grave 
co n ce rn s  reg ard in g  the adverse  financial im pacts ann exa tion  w ill have upon  A nnette  Islands 
S ch o o l D istric t in  M etlakatla  as w ell as o ther school d istric ts  in  the region. W e are further 
co n c e rn ed  that th e  app lica tion  as approved  req u ires no  su bstan tia l ex tension  o f  B orough 
se rv ic e s  by  K etch ikan  G atew ay  B orough, h av ing  exc lud ed  H yder, A laska as an enclave, and 
lo s in g  the com m unity  o f  M yers C h uck  to the W rangell B o ro u gh  expansion .

To : A laska State Leg is la tu re

M etlakatla  
Name (printed) Post Office Box # ~ Signatures.
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P E T IT IO N

T o: A laska S tate L eg is la tu re
a* 0

W e, the peop le  o f  M e tlak a tla , A laska, respectfu lly  req uest the  A laska State 
L e g is la tu re ’s support in  o u r o p p o sitio n  to the 2006 K etch ikan  G atew ay  B orough A nnexation 
A p p lic a tio n  o f  the p re sen t U n o rg an ized  B orough lands in  sou thern  S ou theast A laska.

W e, the un dersigned , u rg e  you , our elected  rep resen ta tives, to  w ork  to reverse the 
N o v e m b e r 7 ,2 0 0 7  L ocal B o u n d a ry  C om m ission ’s approval o f  the K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A p p lica tio n .

W e ask that you  v ig o ro u s ly  pu rsue  legislation that w ou ld  stop  the annexation  o f  4 ,700 
m ile s  o f  the current u n o rg an ized  B oro ugh  land in South E ast A laska. W e have grave 
c o n c e rn s  regard ing  the  ad v e rse  financia l im pacts annexation  w ill have upon  A nnette Islands 
S c h o o l D istric t in  M e tlak a tla  as w ell as o th er school d istric ts in  the reg ion . W e are further 
c o n c e rn e d  that the  ap p lica tio n  as ap p ro v ed  requires no  su bstan tia l ex tension  o f  B orough 
se rv ic e s  by  K etch ikan  G a tew ay  B orough , hav ing  excluded  H yder, A laska as an enclave, and 
lo s in g  the  com m unity  o f  M y ers  C h uck  to the W rangell B oro ug h  expansion .

M etlakatla
 N am e (printed)_________ Post O ffice B ox # ____________ Signature
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P E T IT IO N

To : A laska State Leg is la tu re
P*f £

We, the p eo p le  o f  M etlakatla , A laska, respectfu lly  req uest the A lask a  State 
L e g is la tu re ’s su ppo rt in  o u r op po sitio n  to the  2006 K etch ikan  G atew ay  B orough  A nnexation 
A p p lic a tio n  o f  the  p re sen t U norg an ized  B orough  lands in  so u th ern  S ou theast A laska.

W e, the u nd ersigned , u rge  you, our e lected  rep resen ta tives, to  w ork  to  reverse the 
N o v em b er 7 ,2 0 0 7  L ocal B o u n d ary  C o m m issio n ’s approval o f  the K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A pp lica tion .

W e ask th a t you  v ig o ro u sly  pu rsue  leg is la tion  that w ou ld  s top  the annexation  o f  4,700 
m ile s  o f  the curren t u n o rg an ized  B orough  land in  Sou th  E ast A laska. W c have  grave 
c o n c e rn s  regard ing  the  ad verse  financial im pacts annexation  w ill have  u p o n  A nnette Islands 
S c h o o l D istrict in  M etlaka tla  as w ell as o th e r school d istric ts in  the  reg ion . W e are further 
co n c e rn ed  that the  ap p lica tio n  as approved  requ ires no  su bstan tia l ex tension  o f  B orough 
se rv ic e s  by  K etch ikan  G atew ay  B orough , hav ing  excluded  H yder, A lask a  as an  enclave, and 
lo s in g  the com m unity  o f  M yers C huck  to  the W rangell B oro ugh  expansion .

N am e (prin ted)
M etlakatla

Post O ffice B ox # Signature
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P E T IT IO N

T o : A laska State Leg is la tu re

O tu y L

W e, the peop le  o f  M etlak a tla , A laska, respectfu lly  req u est the  A laska State 
L eg is la tu re ’s| support in  o u r o ppo sitio n  to the 2006 K etch ikan  G atew ay  B orough A nnexation  
A pp lica tio n  o f  the p re se n t U n o rg an ized  B orough  lands in  so u th ern  S ou theast A laska.

W e, the u nde rsig n ed , u rge  you , ou r elected  rep resen ta tives, to  w ork  to reverse the 
N o v em b er 7 ,2 0 0 7  L ocal B o u n d ary  C om m ission ’s approval o f  the  K etch ikan  G atew ay 
B o ro u g h ’s A nnexatio n  A p p lica tio n .

W e ask that you  v ig o ro u s ly  pu rsu e  leg islation  that w o u ld  stop  the annexation  o f  4 ,700  
m ile s  o f  the curren t u n o rg an ized  B o ro ugh  land in Sou th  E ast A laska. W e have grave 
co n ce rn s  regard ing  the ad v e rse  financial im pacts annexation  w ill have upon A nnette  Islands 
S ch o o l D istric t in M e tla k a tla  as w ell as o th e r school d istric ts  in  the  reg ion . W e are further 
co n ce rn ed  that the ap p lica tio n  as ap p ro v ed  requ ires n o  su bstan tia l ex tension  o f  B orough 
se rv ices  b y  K etch ikan  G a tew ay  B orough , hav ing  excluded  H yder, A laska  as an  enclave, and 
lo s in g  the com m unity  o f  M y ers  C h u ck  to the W rangell B o ro u g h  expansion .

N am e (prin ted)
M etlakatla  

Post O ffice Box #
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P E T IT IO N

T o : A laska State Leg is la tu re "

W e, the p eo p le  o f  M etlakatla , A laska, respectfu lly  req uest the  A lask a  State 
L eg is la tu re ’s su p p o rt in  o u r o p p o sitio n  to  the 2006 K etch ikan  G atew ay  B oro u gh  A nnexation 
A p p lica tio n  o f  the  p re sen t U n o rg an ized  B oro ugh  lands in  sou thern  S o u th east A laska.

W e, the u n d e rsig n ed , u rg e  you, o u r e lec ted  rep resen tatives, to  w ork  to  reverse the 
N o  /e m b e r 7 ,2 0 0 7  L o ca l B o u n d ary  C o m m issio n ’s approval o f  the  K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A pp lica tio n .

W e ask tha t yo u  v ig o ro u sly  p u rsu e  leg is la tion  that w ou ld  stop  the  annexation  o f  4,700 
m ile s  o f  the cu rren t u n o rg an ized  B o ro ugh  land  in  Sou th  E ast A laska. W e have grave 
c o n c e rn s  reg ard ing  th e  ad v e rse  financia l im pacts annexation  w ill hav e  u p o n  A nnette  Islands 
S ch o o l D istric t in  M e tlak a tla  as w ell as o th e r school d istric ts  in  the reg ion . W e are further 
c o n c e rn ed  tha t th e  ap p lica tio n  as ap p ro v ed  req u ires n o  substan tia l ex ten sio n  o f  B orough 
se rv ic e s  by  K etch ik an  G a tew ay  B orough , h av ing  excluded  H yder, A lask a  as an  enclave, and 
lo s in g  the com m unity  o f  M y ers  C hu ck  to  the W rangell B orough  expansion .

Metlakatla 
Name (vrinted) Post Office B ox # Signature
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P E T IT IO N

P o s e
T o: A laska S ta te  L eg isla tu re  I 1

W e, the p eo p le  o f  M etlakatla , A laska, respectfu lly  req uest the A laska State 
L eg is la tu re ’s su p p o rt in  o u r o p po sitio n  to the 2006 K etch ikan  G atew ay B orough  A nnexation  
A p p lica tio n  o f  the p re sen t U n o rg an ized  B oro ugh  lands in  southern  S ou theast A laska.

W e, the un de rsig n ed , u rg e  you, ou r e lec ted  rep resen tatives, to w ork  to  reverse  the 
N o v em b er 7 ,2 0 0 7  L o cal B o un dary  C o m m issio n ’s approval o f  the K etch ikan  G atew ay 
B o ro u g h ’s A nnexation  A pp lica tion .

W e ask th a t you  v ig o ro u sly  pu rsue  leg is la tion  that w ould  stop the  annexation  o f  4,700 
m iles  o f  the cu rren t u n o rg an ized  B oro ugh  land  in  South  E ast A laska. W e have grave 
c o n c e rn s  regard ing  th e  ad verse  financial im pacts annexation  w ill have u p on  A nnette  Islands 
S ch o o l D istrict in  M e tlak a tla  as w ell as o th e r school d istric ts  in  the reg ion . W e are fu rther 
c o n c e rn e d  that th e  ap p lica tio n  as app ro v ed  requ ires n o  su bstan tia l ex tension  o f  B orough 
se rv ic e s  by  K etch ikan  G a tew ay  B orough , h av in g  excluded  H yder, A laska as an enclave, and 
lo s in g  the  com m unity  o f  M yers C huck  to  the  W rangell B orough  expansion.

N am e (prin ted)
M e tla k a tla  

Post O ffice B ox # Signature
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Superintendent's Oflto# (907)8664332
FAX: (907) 888-5130

Business Office 
(907)886-6009 

FAX: (907) 886-5130

Special Education 
(907) 886-6020 

FAX: (907) 886-4122

January 14, 2008

A n n e t t e  I sl a n d s  S c h o o l  D is t r ic t
P.O. Box 7 • Metlakatla, AK 99926 

Accredited by Northwest Accreditation Association

H eHekettg H flh School (907)886-6000 FAX: (907) 888-5120
C.R. Leask Sr. Middle 

School 
(907) 886-6003 

FAX: (907) 886-6019

R.J. Elementary School 
(907)886-4121 

FAX: (907)886-4120

TO: The Honorable Senator Albert Kookesh 
Attn: Nancy Barnes 
State Capitol, Room 11 
Juneau, Alaska 99801-1182

FROM: Brett Agenbroad
Superintendent o f Schools

Please find enclosed a petition from the people of Metlakatla, Alaska in our opposition to the 
2006 Ketchikan Gateway Borough Annexation Application of the present unorganized Borough 
lands in southern Southeast Alaska

Would you please send us a completed piece including the petition once you have finished this 
task?

Thank you.

/word:
Senator Albert Kookesh, 1-14-08

‘EDUCATION IS EVERYBODY’S BUSINESS IN METLAKATLA’



We, the people o f  Metlakatla, Alaska, respectfully request the Alaska State Legislature's support in our opposition to the 2006 Ketchikan Gateway Borough Annexation Application o f  the present Unorganized Borough lands in southern Southeast Alaska.We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007 Local Boundary Commission’s approval o f  the Ketchikan Gateway Borough’ s Annexation Application.We ask that you vigorously pursue legislation that would stop the annexation o f 4,700 miles o f the current unorganized Borough land in South East Alaska. W e have grave concerns regarding the adverse financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other school districts in the region. We are further concerned that the application as approved requires no substantial extension o f Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and losing the community o f  Myers Chuck to the Wrangell Borough expansion.
Name (printed)

Metlakatla, Alaska 99926 
Post Office Box # ___ Signature
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PETITION

We, the people o f  Metlakatla, Alaska, respectfully request the Alaska State Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation Application o f the present Unorganized Borough lands in southern Southeast Alaska.We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007 Local Boundary Commission's approval o f  the Ketchikan Gateway Borough’s Annexation Application.We ask that you vigorously pursue legislation that would stop the annexation o f 4,700 miles o f  the current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse financial impacts annexation will have upon Annette Islands School Dist.ict in Metlakatla as well as other school districts in the region. W e are further concerned that the application as approved requires no substantial extension o f Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and losing the community o f  Myers Chuck to the Wrangell Borough expansion.

To: Alaska State Legislature

Name (printed)_________
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Metlakatla, Alaska 99926 
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1111)1"     n.' I II! UP'ffi
PBTITION

We, the people o f  Metlakatla, Alaska, respectfully request the Alaska State Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation Application o f  the present Unorganized Borough lands in southern Southeast Alaska.We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007 Local Boundary Commission's approval o f  the Ketchikan Gateway Borough’s Annexation Application.We ask that you vigorously pursue legislation that would stop the annexation o f  4,700 miles o f the current unorganized Borough land in South Bast Alaska. We have grave concerns regarding the adverse financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other school districts in the region. We are further concerned that the application as approved requires no substantial extension o f Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and losing the community o f  Myers Chuck to the Wrangell Borough expansion.

To: Alaska State Legislature

Metlakatla, Alaska 99926 
Name (printed) _________ Post Office Box #_____  Signature A_________

  ...
p -— ____________

. ,~ Z Z Z .  —  f _________

fa tL c __________  £ I ^ _ ____________________ _____________

_ ____________  n i p.  _____________
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PBTITION

To: Alaska State LegislatureWe, the people o f  Metlakatla, Alaska, respectfully request the Alaska State Legislature’s support in our opposition to the 2006 Ketchikan Gateway Borough Annexation Application o f  the present Unorganized Borough lands in southern Southeast Alaska.We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007 Local Boundary Commission’s approval o f  the Ketchikan Gateway Borough's Annexation Application.We ask that you vigorously pursue legislation that would stop the annexation o f  4,700 miles o f the current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other school districts in the region. We are further concerned that the application as approved requires no substantial extension o f Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and losing the community o f  Myers Chuck to the Wrangell Borough expansion.
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PBTITION

We, the people o f  Metlakatla, Alaska, respectfully request the Alaska State Legislature's support in our opposition to the 2006 Ketchikan Gateway Borough Annexation Application o f the present Unorganized Borough lands in southern Southeast Alaska.We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007 Local Boundary Commission’s approval o f the Ketchikan Gateway Borough’s Annexation Application.We ask that you vigorously pursue legislation that would stop the annexation o f 4,700 miles o f  the current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse financial impacts annexation w ill have upon Annette Islands School District in Metlakatla as well as other school districts in the region. W e are further concerned that the application as approved requires no substantial extension o f Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and losing the community o f Myers Chuck to the Wrangell Borough expansion.

To: Alaska State Legislature

Name (printed)
Metlakatla, Alaska 99926 
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PBTITION

To: Alaska State LegislatureWe, the people o f  Metlakatla, Alaska, respectfully request the Alaska State Legislature's support in our opposition to the 2006 Ketchikan Gateway Borough Annexation Application o f  the present Unorganized Borough lands in southern Southeast Alaska.We, the undersigned, urge you, our elected representatives, to work to reverse the November 7, 2007 Local Boundary Commission’s approval o f  the Ketchikan Gateway Borough’s Annexation Application.We ask that you vigorously pursue legislation that would stop the annexation o f  4,700 miles o f  the current unorganized Borough land in South East Alaska. We have grave concerns regarding the adverse financial impacts annexation will have upon Annette Islands School District in Metlakatla as well as other school districts in the region. We are further concerned that the application as approved requires no substantial extension o f Borough services by Ketchikan Gateway Borough, having excluded Hyder, Alaska as an enclave, and losing the community o f Myers Chuck to the Wrangell Borough expansion.
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Metlakatla, Alaska 99926 
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STATE OF ALASKA 
FY 08 NATIONAL FOREST RECEIPTS - FINAL PAYMENTS 

TONGASS NATIONAL FOREST - UNORGANIZED BOROUGH 
•DOT/PF FUNDED AT $170,000 AND PROJECTS @ 15%* 

"PROJECTS $ DISTRIBUTION BASED UPON SCHOOL & ROAD PAYMENTS** 
" ‘ENTITIES < $100,000 EXEMPT FROM PROJECTS EXPENDITURES"*

First Stage State Preliminary Final Total Final Final Final
Total School h Redistribution Total School & Preliminary National Forest Road School Projects

Municipality Road Miles Road Mile $ ADM School $ Road $ > $170 K Road $ Pro; :ts $ Receipt Payment Payment Payment Payment

Home Rule
Petersburg 24.90 $75,717.71 588.55 $892,826.73 $968,544.44 $87,957.42 $1,056,501.87 $193,035.62 $1349337.48 $81320.67 $964,789.88 $202,926.94
Wrangell 11.67 $35,486.97 354.74 $538,138.40 $573,625.37 $52,093.23 $625,718.61 $114326.33 $740,044.93 $3834728 $581313.14 $120,184.51

First Class
Craig 9.35 $28,432.15 361.55 $548,469.13 $576,901.28 $52390.73 $629392.01 $114,979.23 $744,271.24 $30,723.82 $592,676.54 $120370.87
Hoorvah 9.10 $27,671.93 152.95 $232,024.21 $259,696.14 $23384.05 $283380 20 $51 758.70 $335,038.90 $29,902.33 $250,725.70 $54310.87
Hydaburg 6.20 $18,853 41 79 60 $120,752.71 $139,606.12 $12,678.19 $152384.31 $27324.18 $180,108.49 $20373.02 $130,485.56 $29349.91
Kake 1402 $42,633.02 103.55 $157,084.71 $199,717.74 $18,137.17 $217354.91 $39304 72 $257,659.62 $46,06931 $169,745.97 $4134435
Klawock 10.30 $31,320.98 140.45 $213,061.79 $244382.77 $22,19338 $266376.15 $48,706.67 $315382.82 $33345.50 $230334.88 $51302.45
Pelican 1.10 $3,344.96 14.95 $22,6/9.06 $26,024.02 $2363.35 $28387.36 $5,186.71 $33374.08 $4315.39 $29358.68 $0.00

Second Class
Angoon 7.69 $23,38430 N /A N /A $2338430 $2,123.62 $25307.93 $436061 $30,168.53 $30,168.53 N/A $0.00
Coffman Cove 1554 $4735515 N /A N /A $47,255.15 $4,291.43 $51346.58 $9,418.18 $60,964.76 $60,964.76 N/A $0.00
Gustavus 30.01 $91356.56 N /A N/A $91356.56 $8387.38 $99343.94 $18,187.88 $117,731.81 $98311.97 N /A $19,11934
Kasaan 8.47 $25,756.18 N /A N/A $25,756.18 $2339.02 $28,095.21 $5,133.33 $33328.54 $33328 54 N/A $0.00
Port Alexander 1.25 $3301.09 N /A N/A $3,801.09 $345.19 $4,146 28 $757.58 $4,903 86 $4,903.86 N/A $0.00
Tenakee Springs 2.50 $7,602.18 N /A N /A $7,602.18 $690 38 $8392.56 $1315.15 $9307 72 $9307.72 N/A $0.00
Thome Bay 34.64 $105335.80 N /A N/A $105335.80 $9,565.97 $114,901.77 $20,993.94 $*35395.70 $113326 02 N/A $22,069.69

Federal Law
I.Metlakatla 34.90 5106,126.43 N /A | N/A $106,126.43 $9,637.77 $115,764.19 $21,151 51 $136,915.71 $114,680.37 N/A $22335.34 1

REAA'S
Annette bland N/A N/A 282.35 $428323.21 $428323.21 $38,897.76 $467,220.97 $85366.90 $552387.87 N/A $462346.69 $89,741.18
Chatham N /A N/A 194.82 $295340.74 $295,540.74 $26,839.25 $322379.99 $58,902.71 S381382.70 N/A $319361 76 $61,920.94
Southeast bland N /A N/A 186.90 $283,526.15 $283326.15 $25,748.15 $309374.30 $56,50814 $365,782.44 N/A $306378 77 $59,403.67

TO TAL LOCAL 1 221.64 I $673,978.82 1 2,460.41 I $3,732,426.85 1 $4,406,405.67 | $400,163.46 | $4306,569.13 1 $878,218.08 t $5,684,787.21 | $751389.08 I $4,038,017.58 1 $895,180.55 I

STATE | 187.50 | $570,163.46 I N/A | N/A i $570,163.46 1 $170,000.00 1 $170,000.00 I $0.00 $170,000.00 I $170,000.00 I N /A | $0.00 I

GRAND TOTAL 1 409.14 I $1,244,142.28 I 2,460.41 I $3,732,426.85 j $4,976,569.13 I $570,163.46 I $4,976,569.13 | $378,218.08 i $5354,787.21 | $921389.08 1 $4,038,017.58 I $895,180.55 1



TALKING POINTS
DETRIMENTAL IMPACTS THAT WOULD RESULT FROM THE PROPOSED 

KETCHIKAN GATEWAY BOROUGH ANNEXATION

• The proposed Ketchikan Gateway Borough annexation petition would take 
approximately $1.2 million annually in National Forest Receipts funding from the 
education and road budgets of communities in the unorganized borough of 
Southeast Alaska.

• Municipalities and school districts in the unorganized borough rely on to NFR to 
help fund primary and secondary education services for K-12 students in 
Southeast Alaska. NFR payments are supplemental to other local school support.

• The annexation would result in other communities’ loss of education funding 
going to the KGB to annex an area that contains zero students.

• The annexation is sought to increase NFR payments to the KGB at the expense of 
sixteen cities, twelve school districts, and 2,700 students in Southeast Alaska.

• The pioposed annexation still leaves the Southeast Island School District with the 
responsibility to pay for education services to students in Hyder, while also taking 
away $82,000 in NFR education Finding that SISD would use to meet the cost of 
educating Hyder students.

• The petition fails to meet the State’s Best Interest Findings in that it leaves 
education costs in the hands of the State of Alaska while taking education funding 
from a state-funded REAA.

• The proposed annexation does not meet Alaska statutory and regulatory 
requirements for annexations.

• The preliminary report is wholly inconsistent with a previous LBC staff report on 
a very similar annexation petition prepared in 1998.

• LBC staff had the appearance of a conflict of interest involving a high-paying 
position within the KGB sought by LBC staff during the KGB petition process.
As a result the LBC must disregard the existing preliminar report and contract 
with an independent party to rewrite the preliminary report on the proposed 
petition.

• The proposed annexation also reduces Payment in Lieu of Taxes funding to rural 
Southeast Alaska communities.

• In 1999, this commission held that the proposed annexation would violate the 
Alaska Constitution because the proposed annexation did not include Hyder, 
because the annexation would not include the area with maximum common 
interests. The pertinent portion of the Alaska Constitution has not changed since 
1999. The LBC should therefore be consistent and deny the Petition.



• The Statement of Decision from the LBC fails to include an order to include 
Hyder in the proposed borough in five years, in spite of the stated intent of the 
LBC during its public meetings to require the inclusion of Hyder within that time
frame.

• The LBC chose not to address in its final report on the annexation the timely 
written concerns submitted to it by the public after the publication of the 
preliminary report, stating that the staff was too busy to address those written 
comments.

• Thirty-six members of the public provided testimony to the LBC at the November 
6,2007 public hearing on the annexation petition. No members of the public 
spoke in favor of the annexation. The only support voiced for the annexation was 
from borough staff, and three current or former borough assembly members.

• The LBC routinely told the public testifying that their testimony was irrelevant to 
the annexation.

• The communities identified in the table below will also suffer a loss of funding 
from the federal Payment in Lieu of Taxes program if the annexation is approved.

FY 2007 Income Loss Income Loss Income Loss To ta l Annua l
Home Rule Ed. Receipts Ed. Funding Road Funding Project Funding Loss

Petersburg $ 914,381 S 201,164 $ 15.236 $ 41,806 $ 258,206
Wrangell $ 571,788 $ 125,793 $ 7,963 S 25,840 $ 159,596

F irs t Class
Craig S 594,437 $ 130,776 $ 6.380 S 26,497 $ 163,653
Hoonah $ 257,409 $ 56,630 $ 6,209 $ 12,140 $ 74,979
Hydaburg $ 112,085 $ 24,659 $ 4,230 $ 5,581 $ 34,470
Kake $ 179,336 $ 39,454 $ 9,566 $ 9,470 $ 58,490
Klawock $ 209,638 $ 46,120 $ 7,028 s 10,268 $ 63,416
Pelican $ 25,087 $ 5,519 $ 896 $ - $ 6,415
Second Class $ -

Angoon - - $ 5,294 - $ 5,294
Coffman Cove - - $ 10,698 - $ 10,698
Gustavus - - $ 20,659 s 3,956 $ 24,615
Kasaan - - $ 5,831 - $ 5,831
Port Alexander - - $ 861 - $ 861
Tenakee Springs - - $ 1.721 - $ 1,721
Thome Bay - - $ 23,847 $ 4,566 $ 28,413

REAA'S $ -

Annette Island $ 537,333 $ 118,213 $ 23,677 $ 19,140 $ 161,030
Chatham $ 368,934 $ 81,165 - s 13,141 $ 94,307
Southeast Island $ 373,545 $ 82,180 - $ 13,306 $ 95,486
Tota l Annual Loss $ 911,674 $ 150,095 $ 185,710

Aggregate loss of funding $ 1,247,479
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ALASKA NATIVE BROTHERHOOD 
AND

ALASKA NATIVE SISTERHOOD 
Ketchikan C unp #14 

P.O.Box 6784 
429 DeermouBt 

K etckiku, Alaska 99991 
Phoas: (987) 617-9848

Dear Sir
February 11, 200*

RE: HJR30 and SJR 15

The Alaska Native Brotherhood/Alaska Native Sisterhood (ANB/ANS), Camp 414, Ketchikan 
strongly OBJECTS to the Annexation of land the Ketchikan Gateway Borough (KGB) is 
proposing.

Our Objection focuses mainly on the detrimental impact this Annexation Plan will have on the 
Alaska Native Subsistence rights of our local native citizens. Rights KGB and other 
Governmental entities seems to be ignorant about Traditional native subsistence areas within 
KGB has been basically shutdown since our Community natives have been re-categorized as 
“Urban Indians” once again. Currently, our traditional subsistence usage areas within KOB are 
inaccessible because of this “Urban’7 label. Local Alaska natives have been pushed out to the 
(Urthest boundaries tf their traditional land and sea food gathering sites trying to eek out scarce 
native foods. The Governmental entities do not seem to understand why Alaska Natives are 
continuing to seek traditional subsistence foods when there is so much to be had at the local 
Safeway and A&P Grocery Stores. They do not understand that it is in our Cultural, thousands 
and thousands of yean of Cultural beating through our blood. This Annexation propoeal will 
foster governmental attempts to Anther cut off Alaska natives Bom traditional food gathering 
sites in our local area, ft will ftirthet efforts to “assimilate” Alaska natives to the white cultural 
only. If this Annexation >* approved by the Alaska Legislature, traditional food gatherers living 
within KGB will once again be pushed farther and farther out into geographical areas that may 
very well be “inaccessible” to the majority of local Alaska natives without peat expense.

Therefore, on behalf of all die local “urban” Alaska natives living in KGB, we OBJECT to 
KGB’s proposed Annexation and urge a “No” vote on its approval. Send it back to than with a 
clear message that if the rights of Ha native citizens will not be protected by them, than the 
Alaska Legislature will do it for them.

Gunalchcesh, llowaa, Docykshin! Thank you!

Sincerely,

Joseph Reeves, President 
ANB Camp #14 Ketchikan



G inny Austerm an

From: Nancy Barnes
Sent: Monday, February 11, 2008 3:07 PM
To: David Gray; Ginny Austerman; Katrina Matheny; Dorothy Shockley; Grier Hopkins
Subject: FW: Hyder CIP

For your SJR 15 packet in Senate C&RA Committee meeting tomorrow at 1.30, Feb 12m. HJR 30 (Rep Thomas) 
is the companion bill in the House being heard at 8am tomorrow. Would you please include this in your 
Senator's Bill packet? IT is from a Hyder resident. Kaci Schroeder works for Rep. Thomas. Please call Senator Kookesh or myself if you have any questions regarding SJR 30.
Nancy Barnes, Senator Albert Kookesh's Office 
465-6828 office 
723-2496 cell

From: Kaci Schroeder
Sent: Monday, February 11, 2008 2:45 PM
To: Nancy Barnes
Subject: FW: Hyder CIP
Hyder is the focal point of this whole argument. Here is their position. Can you make sure the Senate gets this? 
Thanks!
Kaci

From: Carol Denton [mailto:rustyfish@missouristreet.com]
Sent: Monday, February 11, 2008 2:31 PM 
To: Kaci Schroeder 
Cc: Pete CafYall-Davis; Pablo Larkin 
Subject: Re: Hyder CIP
Kaci,
I did see that there is a committee hearing for HJR 30 tomorrow. Thanks for asking about our 
relationship with Ketchikan Borough: It is non-existent. I have lived here 5 years, and the only KGB 
representative in town flew in and had the plane stand by while he zipped up to the community building 
to post a notice about a hearing on annexation. I believe that none of the current KGB Assembly 
members have ever spent any time here, they have no idea what our life is like here. We certainly were 
not consulted about being included in the Borough, and get the impression that we are the necessary 
evil connected with their being able to annex all that Forest Service land with it’s lovely timber 
receipts. I am not optimistic that they will try to build a relationship with us.

I will CC this to Pete Caffall-Davis, who has been handling the annexation battle for Hyder, and also to 
Paul Larkin, the former town Administrator. Perhaps they will send comments also.

Carol

2/12/2008

mailto:rustyfish@missouristreet.com




DATE: 2/19/07

SENATE COMMITTEE REPOR1

FURTHER: Labor and Commerce

DATE TURNED 
IN TO OFFICE

Com m unity and Regional A ffa irs Committee considered HOUSE BILL NO. 34

HB 34 SA LES BY W INERY LICEN SEE 

‘ An Act relating to sa le s of wine by a winery lice n se e / 

and recommends:

be replaced with [ ] S C S  or [ ] C S ____________________________ (___________ )

adopt prev ious [ ] S C S  or [ ] C S  ____________________________ (___________)

attached amendment(s)

adopt_______________________________ Letter of Intent

3 Z ( L ( * 7

further referral to Committee

SENATE BILL:
[ ] Same Title 
[ ] New Title

HOUSE BILL:
[y f Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

S C R # ______

NEW FISCA L NOTE(S): PREVIOUS FISCAL NOTE(S):

* m Mmm j :  >  T

V.'-Li- iUu’ jJ
y.A 4

4 N K It# J J  ,:Xju ■* j \M  b&jH!
PPs u—

iM.
fer|
Ip ’;
fiflP/s

[ ] APPROPRIATION - no fiscal note

l S
<

!< £ 0 & 2 h

m s o n



INTERIM ADDRESS 
112 M ill Bay Road 
Kodiak, AK 99615 

(907)486-8872 
Pa* (907) 486-5264

R e p r e s e n t a t i v e  G a b r i e l l e  L e D o u x

S p o n s o r  S ta te m e n t f o r  H o u se  B ill N o. 34 
“ A n  A c t  r e la t in g  to  sa le s  o f  w in e  b y  a  w in e ry  licensee .”

Wine production in Alaska has only begun to develop. Wineries in Alaska are “mom and pop” 
businesses. Under current state law, none of these wineries can sell or ship a bottle of wine to a 
customer within the state unless the customer is on the premises. Currently, out-of-state wineries 
can ship their product into the state of Alaska. This bill evens the playing field for small wineries 
in Alaska by enabling them to participate in direct sales to a niche market.

This bill will allow the holder of a winery license to ship less than five gallons of wine to an 
individual provided that the shipping address is not located in an area that has not prohibited or 
limited the importation or possession of alcoholic beverages. According to the Alaska 

f Department of Revenue, in FY 2005 there were six wineries that produced approximately 1,900
gallons of wine and contributed approximately $4,750 in taxes.

Alaskan wine is a value-added premium product, which is well suited to internet and phone 
sales. The intent is for small, local winery operations to take advantage of a very specialized 
market.

(

Representati ve_GibrielIe_Le Do ux®Iegis.state.*k.u»



F I S C A L  N O T E

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Fiscal Note Number:
Bill Version:
() Publish Date:

H B  3 4

T i t le  S a le s  o f  w in e  b y  a  w in e r y  l ic e n s e e R D U S ta te w id e  S u p p o r t

C o m p o n e n t A B C  B o a rd

S p o n s o r  R e p r e s e n t a t iv e  L e d o u x

R e q u e s te r  H o u s e  L a b o r  &  C o m m e r c e C o m p o n e n t  N o . 2 6 9 0

E x p e n d i t u r e s / R e v e n u e s ( T h o u s a n d s  o f  D o l l a r s )

N o te :  A m o u n t s  d o  n o t  in c lu d e  in f la t io n  u n le s s  o th e r w is e  n o te d  b e lo w .

O P E R A T I N G  E X P E N D I T U R E S F Y  2 0 0 8 F Y  2 0 0 9 F Y 2 0 1 0 F Y  2 0 1 1 F Y  2 0 1 2 F Y  2 0 1 3

P e r s o n a l  S e r v ic e s

T r a v e l

C o n t r a c tu a l

S u p p l ie s

E q u ip m e n t

L a n d  &  S t r u c tu r e s

G r a n ts  &  C la im s

M is c e l la n e o u s

T O T A L  O P E R A T I N G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

I C A P I T A L  E X P E N D I T U R E S  I I I I  I

IC H A N G E  IN  R E V E N U E S  ( ) I I I I I

F U N D  S O U R C E ( T h o u s a n d s o f  D o l la r s )

1 0 0 2  F e d e r a l  R e c e ip t s

1 0 0 3  G F  M a tc h

1 0 0 4  G F

1 0 0 5  G F /P r o g r a m  R e c e ip ts

1 0 3 7  G F /M e n t a l  H e a l th

O t h e r  (S p e c ify  T y p e - D o  n o t  . ib b re v ia te )

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a t e  o f  a n y  c u r r e n t  y e a r  ( f Y 2 0 0 6 )  c o s t : 0 .0

M a r k  t h i s  b o x  ( X )  I f  f u n d in g  f o r  t h i s  b i l l  i s  i n c l u d e d  i n  t h e  G o v e r n o r 's  F Y  2 0 0 7  b u d g e t  p r o p o s a l :  

P O S IT IO N S

F u l l - t im e

P a r t - t im e

T e m p o r a r y

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y )

Tĥre will be no fiscal impact on the Department of Public Safety.

P r e p a r e d  b y :

D iv is io n

A p p r o v e d  b y : 

A g e n c y

D o u g la s  B .  G r i f f in P h o n e  2 6 9 * 0 3 5 1

A lc o h o l ic  B e v e r a g e  C o n t r o l  B o a r d D a te /T im e  1 /2 6 /0 7  1 0 :1 1  A M

C o m m is s io n e r  W a l t  M o n e g a n D a te  1 /2 6 /2 0 0 7

D e p a r tm e n t  o f  P u b l ic  S a fe ty

(R*vH*d <03/2004 OMB) Page 1 of 1
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Legislative Research Rep6 rt

February 10, 2006 Report Number 06.123

B e e r  a n d  W in e  P r o d u c t io n  in  A l a s k a

Prepared for Representative Gab ielle LeDoux 
By Roger With.ngton, Legislative Analyst

You asked for information regarding breweries and wineries in Alaska. Specifically, you wished to know the number of breweries and wineries operating in Alaska, and an estimate of the number of gallons produced and sold by each business.
According to Johanna Bales, Revenue Audit Supervisor with the Tax Division of the Alaska Department of Revenue, there are currently ten breweries in Alaska that produced approximately 1.2 million gallons of beer, and six wineries that produced approximately '*,900 gallons of wine during FY 2005.1 Table 1 provides a list of our breweries and wineries.
Unfortunately, Alaska Statute 43.05.230, Disclosure of Tax Returns and Reports, prevents Ms. Bales from providing us with production and sales figures specific to each producer. In addition, of these businesses that have a website, none posted production and sales figures. Based on the Alcoholic Beverage Tax set forth in AS 43.60, Alaska breweries contributed approximately $42,000 in taxes, while the in-state wineries contributed approximately $4,750.2

1 J o h a n n a  B a le s , R e v e n u e  A u d it S u p e rv is o r w ith  th e  A la s k a  D e p a rtm e n t o f  R e v e n u e , T a x  D iv is io n , c a n  b e  re a ch e d  

a t 9 0 7 -2 6 9 -6 6 2 8 .

*  A l l  in -s ta te  b re w e r ie s  m e e t th e  d e f in it io n  o f  a  s m a ll b re w e ry  s e t fo r th  in  A S  4 3 .6 0 .0 1 0 .

9 0 7 - 4 9 5 - 3 9 9 1  

9 0 7 - 4 5 5 - 3 9 0 8  ( f a x )

A l a s k a  L e g i s l a t u r e  

L e g i s l a t i v e  R e s e a r c h  S e r v i c e s
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Table 1: Alaska Breweries and Wineries
O p e r a t i o n  T y p e O p e r a t i o n  N a m e L o c a t i o n

B r e w e r i e s

T h e  G la c ie r  B r e w h o u s e  -  B r e w s  B r o t h e r s A n c h o r a g e

M o o s e 's  T o o t h  B r e w in g  C o  -  C h u g a c h  B e v e r a g e s  L L C A n c h o r a g e

M id n ig h t  S : n  B r e w in g  C o A n c h o r a g e

S le e p in g  L a d y  B r e w in g  C o m p a n y A n c h o r a g e

S i lv e r  G u lc h  B r e w in g  &  B o t t l in g  I n c F a i r b a n k s

H a in e s  B r e w in g  C o m p a n y  In c H a in e s

H o m e r  B r e w in g  C o m p a n y H o m e r

A la s k a n  B r e w in g ,  L L C J u n e a u

K o d ia k  I s la n d  B r e w in g  C o m p a n y  L K o d ia k

G r e a t  B e a r  B r e w in g  C o  -  P io n e e r  P e a k  B r e w in g  C o W a s iH a

W i n e r i e s

D e n a l i  W in e r y  -  U - B r e w  W in e r i e s  In c A n c h o r a g e

K o d ia k  I s la n d  W in e r y C h in ia k

G r e a t  L a n d  W in e s  L td H a in e s

B e a r  C r e e k  W in e r y ,  L L C K a c h e m a k

A la s k a  W i ld e r n e s s  W in e s K o d ia k

V a l l e y  W in e r y  L L C W a s i l la

N o t e s :  T h e  b u s in e s s e s  l is te d  a b o v e  w e re  l ic e n s e d  w ith  th e  A la s k a  D e p a r tm e n t  o f  R e v e n u e  (D O R )  d u r in g  

F Y 2 0 0 5 .  B u s in e s s  a re  n o t  re q u ire d  to  b e  l ic e n s e d  w ith  th e  D O R  u n t il t h e y  a c tu a lly  p ro d u c e  a n d  s e ll 

a lc o h o l.  A c c o r d in g  to  th e  A la s k a  A lc o h o l ic  B e v e ra g e  C o n tro l  B o a rd  (A B C ) ,  th e r e  a re  th e a  a d d it io n a l 

b u s in e s s  th a t  a re  lic e n s e d  fo r  F Y 2 0 0 6 : th e  M o th e r  L o d e  (B re w p u b )  In  A n c h o r a g e ,  A l ic e ’s  

C h a m p a  ;n e  P a la c e  (B re w p u b )  in  H o m e r ,  a n d  th e  C o p p e r  R iv e r  B r e w e r y  in  C o rd o v a .  P le a s e  k e e p  

in  m in d  m a t  a  l ic e n s e  f r o m  th e  A B C  d o e s  n o t  g u a ra n te e  th a t  th e  b u s in e s s  w il l  p ro d u c e  a n d  s e ll 

a lc o h o lic  b e v e ra g e s .

S o u r c e :  J o h a n n a  B a le s ,  R e v e n u e  A u d it  S u p e rv is o r  w ith  th e  A la s k a  D e p a r tm e n t  o f  R e v e n u e ,  T a x  D iv is io n , 

9 0 7 - 2 6 9 - 6 6 2 8 .

A t t a c h e d ,  p l e a s e  f i n d  a n  e x c e r p t  f r o m  t h e  A l a s k a  D e p a r t m e n t  o f  R e v e n u e ,  T a x  D iv i s i o n ’ s  F Y  2 0 0 5  

A n n u a l  R e p o r t  o f  O p e r a t i o n s  t h a t  p r o v i d e s  s u m m a r y  i n f o r m a t i o n  o n  A l a s k a ’ s  A l c o h o l i c  B e v e r a g e  

T a x .

I h o p e  y o u  f i n d  t h i s  i n f o r m a t i o n  t o  b e  u s e f u l .  P l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  u s  i f  y o u  h a v e  

q u e s t i o n s  o r  n e e d  a d d i t i o n a l  i n f o r m a t i o n .
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Supreme Court Strikes Down Bans on w ine 1 of 2
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M a y 1 6 ,200S
S u p re m e  C o u r t  S tr ik e s  D o w n  Bans o n  W in e  S h ip m e n ts  
By D A V ID  STO UT

W A S H IN G T O N ,  M a y  16 -  T h e  S u p re m e  C o u r t ru le d  to d a y , in  a case o f  in te re s t to  m i ll io n s  o f  w in c -d r in k e rs  and  those  w h o  m a ke  a l iv in g  in  the  
m u t ib i l l i o n - d o l la r  in d u s try  th a t p eo p le  can  b u y  w in e  d ire c t ly  f ro m  o u t-o f-s ta te  v in e ya rd s .

In  a 5 - to -4  d e c is io n  th a t s tru c k  d o w n  la w s  in  N e w  Y o r k  and M ic h ig a n , and  b y  e x te n s io n  c a lls  in to  q u e s tio n  th e  la w s  in  22  o th e r states, the  c o u r t he ld  
th a t la w s  th a t d is c r im in a te  a ga in s t o u t-o f-s ta te  v in e y a rd s  v io la te  the  C o n s titu t io n 's  C o m m e rc e  C lause , w h ic h  e m p o w e rs  C on g re ss  to  re gu la te  
rn te r s ta te  co m m e rc e .

" L a w s  su ch  as those  at issue  c o n tra d ic t th e  p r in c ip le s  u n d e r ly in g  th is  ru le  b y  d e p r iv in g  c it iz e n s  o f  th e ir  r ig h t  to  have  access to  o th e r states' m a rke ts  or. 
e q u a l te rm s ,"  the  m a jo r ity  h e ld , in  a n  o p in io n  b y  J u s tic e  A n th o n y  M .  K e n n e d y .

T o d a y 's  r u l in g  does n o t leave  state la w m a k e rs  p o w e rle s s  to  re gu la te  d ire c t s h ip m e n ts  o f  a lc o h o l, b u t i f  th e y  d o  so th e y  m u s t n o t fa v o r th e ir  o w n  states 
o v e r  o th e r  sta tes. In d e e d , N id a  S a m on a , th e  c h a irw o m a n  o f  the  M ic h ig a n  L iq u o r  C o n tro l C o m m is s io n , to ld  T h e  A s s o c ia te d  Press Ural her 
c o m m is s io n  w o u ld  u rg e  la w m a k e rs  to  b a r d ire c t s h ip m e n ts  fo r  b o th  lo c a l and  o u t-o f-s ta te  w in e r ie s .

T o d a y 's  r u l in g  is  o f  in ten se  in te re s t n o t o n ly  to  th e  states - 26  o f  w h ic h  a lre a d y  a llo w  d ire c t sh ip m e n t f ro m  o u t-o f-s ta te  w in e r ie s  - b u t a lso  to  the  
w h o le s a le  l iq u o r  in d u s try , w h ic h  fe a rs  e v e n tu a lly  b e in g  le f t  o u t o f  w h a t is  n o w  a s ta te -ru n  th re e -t ie r  sys tem : l iq u o r  p ro d u c e r  to  lice n se d  w h o le s a le r to  
lic e n s e d  re ta ile r .

T h e  w o r r y  fo r  l iq u o r  w h o le s a le rs  has been  th a t i f  the  ju s t ic e s  ru le d  th a t co n su m e rs  c o u ld  b u y  w in e  d ire c t ly  f r o m  o u t-o f-s ta te  p rod u ce rs , so  m ig h t 
l iq u o r  re ta ile rs  b e  ab le  to  d o  so, a t le a s t in  th e o ry .

T o d a y 's  d e c is io n , in  th e  cases o f  G ra n h o lm  v . H e a ld , N o . 0 3 -1 1 1 6 , f r o m  M ic h ig a n , a nd  S w e d e n b u rg  v. K e l ly ,  N o . 0 3 -1 2 7 4  f ro m  N e w  Y o rk , had  »o 
d o  w ith  in te rp re ta tio n  o f  th e  C o n s t itu t io n , th e  in te n t o f  the  1933 A m e n d m e n t th a t ended  P ro h ib it io n  and  c h a n g in g  p e rso n a l tastes in  the  age o f  the 
In te rn e t.

W h e n  th e  case w as a rgued  b e fo re  th e  ju s t ic e s  o n  D e c . 7 , la w y e rs  fo r  N e w  Y o r k  and  M ic h ig a n  asserted th a t th e  P ro h ib it io n -e n d in g  21st A m e n d m e n t 
to  th e  C o n s t itu t io n  g ave  states such w id e  a u th o r ity  o v e r  the  im p o rta tio n  o f  a lc o h o l th a t i t  tru m p e d  the  p r in c ip le  e m b o d ie d  in  th e  C o m m e rce  C lause : 
th a t th e  sta tes m a y  n o t, w ith o u t  C o n g re s s io n a l a u th o r iz a tio n , d is c r im in a te  a g r in s t one  a no the r.

N e w  Y o rk 's  a n d  M ic h ig a n 's  la w y e rs  in s is te d  th e n  th a t the  goa ls  o f  p re v e n tin g  m in o rs ' access to  a lc o h o l and  assurin g  th a t th e  sta tes c o u ld  c o lle c t taxes 
f r o i r  o u t-o f-s ta te  sh ip p e rs  ju s t i f ie d  th e ir  s ta tes ' s ta tu tes . S o lic ito r  G e n e ra l C a it l in  J. H a ll ig a n  o f  N e w  Y o rk  to ld  th e  ju s t ic e s  th a t the  case "goes to  the 
v e ry  c o re  o f  th e  2 1 s t A m e n d m e n t."

J u s tic e  K e n n e d y  re sp o n d e d  -  te l l in g ly ,  i t  w o u ld  a pp e a r f ro m  to d a y 's  r u l in g  - th a t " i t  a lso  goes to  the  v e ry  co re  o f  the  C o m m e rc e  C la u se ."

J u s tic e  K e n n e d y  w ro te  to d a y  th a t th e  re a l o b je c t o f  th e  M ic h ig a n  and  N e w  Y o r k  s ta tu tes  w as n o t p ro te c tio n  o f  m in o rs  b u t ra th e r to  g iv e  in -s ta te  
w in e r ie s  a c o m p e t it iv e  a d va n ta g e  o v e r  th o se  in  o th e r  s ta tes. Jus tice  K e n n e d y , w h o  w as jo in e d  b y  Jus tices  A n to n in  S c a lia , D a v id  H . S ou te r, R u th  
B a d e r  G in s b u rg  a n d  S te p h en  G . B re y e r , s a id  N e w  Y o rk  and  M ic h ig a n  ’’ p ro v id e  l i t t le  e v id e n c e  fo r  th e ir  c la im  th a t p u rc h a s in g  w in e  o v e r the  In te rn e t 
b y  m in o rs  is  a p ro b le m ."

"T h e  2 6  sta tes n o w  p e rm it t in g  d ire c t s h ip m e n ts  re p o r t n o  such p ro b le m , a n d  th e  sta tes ca n  m in im iz e  any  r is k  w ith  less re s tr ic t iv e  steps, such as 
re q u ir in g  an  a d u lt s ig n a tu re  o n  d e l iv e ry , ’  th e  m a jo r i ty  sa id . M o re o v e r, th e  m a jo r i ty  sa id , th e  states c o u ld  d e v ise  ta x -c o lle c t ic n  p roce d u res  w ith o u t 
re s o r t in g  to  d is c r im in a t io n  in  in te rs ta te  c o m m e rc e .

" I . ,  a ll b u t th e  n a rro w e s t c irc u m s ta n c e s "  th e  states v io la te  the  C o m m e rc e  C la u se  i f  th e y  e re c t b a rr ie rs  to  h e lp  in  state b us in e ss  a t th e  expense o f  
o u ts id e rs , th e  m a jo r i ty  sa id  in  d e s c r ib in g  th e  C o m r r T c e  C lause  as "e sse n tia l to  th e  fo u n d a tio n s  o f  the  U n io n ."

T h e  m a jo r i ty  o b se rve d  th a t " th e  c u r re n t p a tc h w o rk  o f  la w s  -  w ith  som e sta tes b a n n in g  d ire c t s h ip m e n ts  a lto  ’.e ther, o th e rs  d o in g  so  o n ly  fo r  o u t-o f-  
s ta te  w in e s , and  s t i l l  o th e rs  re q u ir in g  re c ip ro c ity  -  is  e s s e n tia lly  th e  p ro d u c t o f  an  o n g o in g , lo w - le v e l trade  « a r . "

C h ie f  J u s tic e  W i l l ia m  H . R e h n q u is t a n d  Ju s tices  J o h n  P a u l S tevens, S andra  D a y  O 'C o n n o r  and  C la re n c e  T h o m a s  d issen ted .

J u s tic e  S tevens c o n ce d e d  th a t th e  N e w  Y o r k  and  M ic h ig a n  la w s  w o u ld  b e  "p a te n t ly  in v a l id "  i f  th e y  re g u la te d  sa les o f  "a n  o rd in a ry  a r t ic le  o f  
c o m m e rc e ,"  n o t w in e . " B u t  e v e r s in c e  th e  a d o p tio n  o f  th e  18tb A m e n d m e n t and  th e  2 1 s t A m e n d m e n t, o u r  C o n s t itu t io n  has p la c e d  co m m e rce  in  
a lc o h o lic  beve rages  in  a  s p e c ia l c a te g o ry ,"  J u s tic e  S te ve n s  w ro te . (T h e  1 8 th  A m e n d m e n t ushe red  in  the  e ra  o f  P ro h ib it io n  and , som e so c ia l h is to ria n s  
h a v e  sa id , th e  b o o tle g g e rs  a n d  speak-eas ies  th a t a c c o m p a n ie d  i t . )

"T o d a y , m a n y  A m e r ic a n s , p a r t ic u la r ly  th o se  m e m b e rs  o f  th e  y o u n g e r g en e ra tion s  w h o  m a ke  p o l ic y  d e c is io n s , re g a rd  a lc o h o l as an  o rd in a ry  a r t ic le  o f  
c o m m e rc e , s u b je c t to  th e  sam e m a rk e t a n d  le g a l c o n tro ls  as o th e r c o n s u m e r p ro d u c ts ,”  J u s tice  S tevens w ro te . "T h a t w as d e f in i te ly  n o t th e  v ie w  o f  the  
g e n e ra tio n s  th a t m a de  p o l ic y  in  1919  w h e n  th e  1 8 th  A m e n d m e n t w as ra t i f ie d  o r  in  1933  w h e n  i t  w as re pe a led  b y  th e  2 1 s t A m e n d m e n t ’

T h a t  a lc o h o lic  beve ra g es  are  s o m e th in g  a p a rt in  th e  w o r ld  o f  c o m m erce  is  o b v io u s  f r o m  w h a t happened  a fte r  P ro h ib it io n  e nd e d . Ju s tice  S tevens w e n t 
o n : "S o -c a lle d  'd ry  s ta tes ' e n t ir e ly  p ro h ib ite d  su ch  c o m m e rc e ; o th e rs  p ro h ib ite d  th e  sa le  o f  a lc o h o l o n  S u n d a ys ; o th e rs  p e rm itte d  th e  sa le o f  bee r and
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w in e  b u t n o t h a rd  l iq u o r ,  m o s t c re a te d  e ith e r  s ta te  m o n o p o lie s  o r  d is t r ib u t io n  sys tem s th a t s a v e  d is c r im in a to ry  p re fe re n ce s  to  lo c a l re ta ile rs  and 
d is t r ib u to rs . ''

S m a ll lo c a l w in e r ie s  w e re  e la te d  b y  to d a y 's  ru lin g .  "T h is  is  th e  b e s t d a y  fo r  w in e  lo v e rs  s in ce  th e  in v e n t io n  o f  th e  c o rk s c re w ,"  C lin t  B o lic k , counse l 
fo r  th e  In s t i tu te  f o r  J u s tic e , w h ic h  re p re se n te d  lo c a l w in e r ie s , to ld  T h e  A s s o c ia te d  Press. " I t  d em o n s tra te s  th a t in  th e  e ra  o f  th e  In te rn e t the  c o u rt w il l  
v in d ic a te  th e  p r in c ip le s  o f  fre e  tra d e  th a t m a de  th is  c o u n try  g re a t.”

A n d  Ju a n ita  S w e d e n b u rg , th e  M id d le b u rg , V a ., v in tn e r  w h o  sued  to  o v e r tu rn  th e  N e w  Y o rk  la w , to ld  T h e  A .P . tha t th e  ru lin g  w as 'a  boon  fo r  
A m e r ic a 's  w in e - lo v in g  '-o n s u m e rs  w h o  l ik e  to  h a ve  v a r io u s  w in e s  f ro m  th ro u g h o u t the  n a t io n ."

T h e  la w s  o v e r tu rn e d  to d a y  are  n o t id e n t ic a l.  M ic h ig a n 's  s ta tu te  f la t ly  p ro h ib ite d  d ire c t s h ip m e n ts  b y  o u t-o f-s ta te  w in e r ie s . N e w  Y o rk 's  p e rm itte d  such 
s h ip m e n ts  in  th e o ry  -  as lo n g  as th e  w in e ry  m a in ta in e d  a p h y s ic a l p resence  in  N e w  Y o rk , in c lu d in g  a w a re h o u se  to  s to re  w in e s  be fo re  sale. N o  ou t-
o f-s ta te  w in e ry  has q u i l i f ie d  f o r  th is  e x c e p tio n  in  th e  35  years  th a t th e  la w  has been  o n  the  b oo ks .

A m o n g  th e  o th e r  s ta tes  th a t b a n  d ire c t  sh ip m e n ts  f r o m  o u t-o f-s ta te  w in e r ie s  a re  C o n n e c tic u t, D e la w a re , P e n n s y lv a n ia , N e w  J e r s e y ,  V e rm o n t, 

M a ssach u se tts  a n d  F lo r id a . A  fe w  s ta tes  e ve n  m a k e  im p o r t in g  a  fe lo n y . ( A  m a p  s h o w in g  th e  w in e  la w s  th ro u g h o u t th e  c o u n try  can be v ie w e d  o n  the 
In s titu te  f o r  J u s tice 's  W e b  s ite , w w w . i i .o r g .)

In  is s u in g  th e ir  r u l in g  to d a y , th e  ju s t ic e s  re ve rse d  th e  U n ite d  S ta tes  C o u r t  o f  A p p e a ls  fo r  th e  S e co nd  C ir c u it ,  w h ic h  had  a ff irm e d  the  N e w  Y o ik  law , 
and  i t  u p h e ld  th e  C o u r t  o f  A p p e a ls  f o r  th e  S ix th  C ir c u it ,  w h ic h  h a d  v o id e d  th e  M ic h ig a n  la w .
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On M ay 16, 2005, the United States Supreme Court struck down direct shipping 
laws in Michigan and New York holding that the laws in both States discriminate 
against interstate commerce in violation o f the Commerce Clause, and that the 
discrimination is neither authorized nor permitted by the 2h» Amendment.

For wineries and wholesalers, Granholm  v. Heald is notable for different reasons. 
For wineries, the case makes clear that States' powers to regulate alcohol under the 
21st Amendment are not absolute, and that States must treat in-state and out-of-state 
wineries the same when it comes to the direct shipment o f wine. For wholesalers, 
the decision reaffirmed the legitimacy o f  the three-tier system and did not establish 
a right to direct ship.

W hile the decision is a clear victory for those in favor o f direct shipping, the real 
impact will only be known once we see how States choose to rewrite their laws to 
respond to the decision, and how the lower courts apply the decision to future 
challenges to the three-tier system.

Background: The Battle fo r Shelf Space in a Consolidating Industry

In striking down the Michigan and New York laws, the U.S. Supreme Court 
recognized the significant and ongoing consolidation in the wine industry. Fewer 
wineries and fewer distributors now control a larger than ever portion o f the wine 
market, making it increasingly difficult for small wineries to distribute their wines.

A t the same time that large wineries and distributors are consolidating, the number 
o f  small wineries in the United States is proliferating rapidly, making competition 
for retail shelf space even fiercer. Furthermore, as the Court noted, even if  small 
wineries could find distributors for their wine in States that prohibit direct shipping, 
the distributor's mark-up would render such sales through the three-tier system 
economically infeasible.
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As a result, more and more small wineries are turning to direct sales -  via the tasting 
room, mailing list and over the Internet -  as the principal means to sell their wine. 
This is especially true given the recent technological advancements allowing for the 
sale o f wine over the Internet, without the need for any physical contact with the 
customer at all.

The S ta tes ' Pow ers A re Not Absolute

The States put forth three main arguments to justify discriminatory restrictions on 
out-of-state wineries: preventing the dire ' sale of alcohol to minors, improving the 
ability of states to collect sales tax, and that alcohol is simply different than other 
articles o f  commerce. None o f  these arguments persuaded the Court.

With regard to preventing the direct sale of alcohol to minors, the Court found that 
minors are less likely to consume wine as opposed to other forms o f alcohol, and 
that minors have easier and quicker means to obtain alcohol than direct purchase 
through the mail. M oreover, less restrictive means are available to prevent the direct 
sale o f alcohol to  minors through the mail; such as requiring an adult signature for 
delivery and a label stating the requirement on the package itself.

W ith regard to the collection o f sales tax, the Court found that if  licensing and self- 
reporting provide adequate tax collection safeguards for wine distributed through 
the three-tier system, such mechanisms should work for direct shipments as well. 
States could require a license as a condition o f direct shipping, with a requirement 
for licensees to submit sales reports and pay sales taxes. Notably, this is the 
approach recommended by the National Conference o f Legislatures in their Model 
Direct Shipping Bill.

The third justification -  that States’ should be able to discrim inate with regard to 
commerce in alcohol because alcohol is a unique article o f  commerce— is harder to 
dismiss. Concerns about the evils of alcohol abuse are so strong in our nation's 
history that a  State's right to regulate the commerce o f alcohol is enshrined in the 
Constitution itself. Despite acknowledging the unique history o f alcohol in the 
United States, and that States have near absolute power to regulate the commerce of 
alcohol, the Court refused to allow the States to do so in a discriminatory manner. If 
a  State desires to restrict the commerce o f alcohol, it m ust do so in a way that does 
not differentiate based on whether a business is located in state or not.

The 21st Amendment and its L im itations

As clear as the Court was in holding that States' may not discriminate against out- 
of-state wineries with regard to the direct shipment o f wine, the Court was equally 
clear in upholding the validity of the three-tier system and the States’ rights to 
regulate or even ban the commerce o f alcohol. The Court noted that the three-tier 
system  is “unquestionably legitimate” and that the 21st Am endm ent grants the States 
virtually com plete control over whether to permit importation or sale o f liquor and 
how  to structure the liquor distribution system.

States' powers to regulate commerce in alcohol are limited only by other provisions 
o f  the Constitution itself. In this case, the Court held the Com m erce Clause—which 
stands for the proposition that States cannot treat businesses differently based on 
whether the business is located in or out of state— trumps the 21« Amendment 
According to Justice Kennedy, "If a State chooses to allow direct shipments of wine, 
it  must do so on evenhanded terms.”
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Unintended Consequences: A re Reciprocal Laws Unconstitutional?

Although the ruling focuses on two States' laws that clearly discriminate against 
out-of-state wineries, the decision likely renders unconstitutional the direct shipping 
laws o f other States whose laws are not commonly viewed as discriminatory. Good 
examples are those States with so-called reciprocal laws— laws that allow direct 
shipping only from States who in turn allow direct shipping into their State.

Ironically, California is a prime example o f a State whose reciprocal direct shipping 
laws are now arguably unconstitutional under Granholm v. Heald. In fact, the 
Supreme Court in its ruling specifically mentioned California’s reciprocal laws as 
illustrating the type o f fragmented, alliance-driven patchwork of laws that has led to 
discrimination against out-of-state wineries. As the Court stated: "The current 
patchwork o f laws— with some States banning direct shipments altogether, other 
doing so only for out-of-state wines, and still others requiring recip.ocity— is 
essentially the product of an ongoing, low-level trade war."

Anticipating a challenge, the California Fam ily Winemakers and the Wine Institute, 
among others, are already working on direct shipping amendments to replace the 
existing reciprocal laws in California with laws allowing for direct shipping from al’ 
States, regardless of reciprocity.

More Questions Than Answers: W hat Now?

It is worth repeating that the Court's decision doe- not authorize direct shipping. In 
fact, for those States that prohibit all direct shipping, the Piling has no direct affect 
because such laws treat in-state and out-of-state wineries the same. For those States 
whose laws do discriminate in one form or another, as stated by the Wine Institute, 
these states will have to take some legislative or regulatory action to address the 
discrimination issue and to build a framework for shipments to be nr.de.

The ruling does suggest that requiring a physical presence in-state as a condition to 
direct ship is unconstitutional. This calls into question state laws that require in-state 
retailers, who buy from wholesalers, to buy from wholesalers located in-f ate.
Costco is currently challenging such a law, among others, in the State of 
W ashington. Also called into question are laws that allow in-state wineries, but not 
out-of-state wineries, to sell directly to restaurants and other retailers located in­
state. Such a law currently exists in California, and if repealed, would adversely 
affect many California wineries that rely heavily on local retail direct sales.

Another broader question is in those States where the legislature requires all alcohol 
sales to go through a licensed entity, can these States require that the licensee 
maintain a physical in-state presence? From  one perspective, the Court suggests it 
strongly disfavors state statutes that require in-state business operations. On the 
other hand, the three-tier system's middle tier is highly dependent on the in-state 
business requirement, and the Court went out o f  its way to declare the three-tier 
system  as "unquestionably legitimate."

Although these positions seem at odds with each other, one way to reconcile then* 
m ight be to reinterpret the Court's holding to be that States may not discriminate 
against out-of-state wineries unless they have a good reason fo r doing so. Thus far, 
the States' arguments have not been persuasive. It remains to be seen whether the 
low er courts will allow certain types o f  discrim ination to survive if the States aie 
able to provide strong enough justifications for doing so.
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For example, what if States focused regulations on production amounts rather than 
the location o f the winery? If States could assure wholesalers that the largest 
wineries would have to use the three-tier system, the wholesalers' interests might be 
satisfied. For smaller wineries, their low production could qualify them for an 
exemption from the three-tier system and allow them to direct ship.

The O pportun ity and the Danger: Legislative Free fo r A ll

For all the noise this case has generated, the only thing we know for sure is that 
many States legislatures will be called on to rewrite their direct shipping laws. This 
presents an opportunity for wineries to push for legislatures to open their laws to 
direct shipping. However, it also presents a danger that the powerful wholesalers' 
lobby will convince State legislatures to impose more onerous restrictions on direct 
shipping than already exist, or to shut direct shipping down completely. Even in 
states like California where the wineries are at their strength, direct shipping 
proponents have an uphill battle to push through any legislation without the support 
o f  the wholesalers' lobby.

As part o f any new legislation, many believe the wholesalers' lobby will push hard 
to  include onerous paperwork, licensing and fee requirements in an attempt to make 
it as inconver' nt and expensive as possible to direct ship. The m ore onerous the 
paperwork, the license requirements and the fees, the less wineries stand to gain.

O  F a r e l l a  B r a u n * M a r t e l  n r  
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F o r  Y o u r  I n f o r m a t io n :  M a rc h  3 0 , 2 C 0 4  R e la te d  D o c u m e n ts :

FTC Staff: New York Direct Shipment of Wine Bills Would Promote E- commerce and Consumer Welfare
Bills Remove a Significant Barrier to Greater E-Commerce
In  re s p o n s e  to  re q u e s ts  f r o m  th r e e  N e w  Y o rk  s ta te  le g is la to rs ,  th e  s ta l ls  o l  th e  F e d e ra l T ra d e  
C o m m is s io n 's  O l t ic e  o f  P o lic y  P la n n in g , N o r th e a s t  R e g io n a l O f f ic e , a n d  B u re a u s  o f  C o m p e t it io n ,  
C o n s u m e r  P ro te c t io n ,  a n d  E c o n o m ic s  h a v e  p r o v id e d  c o m m e n ts  re g a rd in g  th re e  b il ls  th a t  w o u ld  
a l lo w  o u t - o l- s ta te  v e r d o r s  to  s h ip  w in e  d ir e c t ly  to  N e w  Y o rk  c o n s u m s rs  i f  th e  v e n d o rs  c o m p ly  w ith  
c e r ta in  r e g u la to r y  re q u ire m e n ts .  A c c o rd in g  to  th e  s ta f f  c o m m e n ts , th e  h il ls  w o u ld  p ro m o te  e - 
c o m m e r c e  a n d  g iv e  N e w  Y o r k  re s id e n ts  a c c e s s  to  a  g r e a te r  v a r ie ty  o f  w in e s  a t  lo w e r  p r ic e s , w h ile  
a llo w in g  th e  s ta te  to  s a t is fy  i ts  o th e r  p u b l ic  p o lic y  g o a ls .

T o d d  Z y w lc k i,  D ir e c to r  o f  th e  F T C 's  O f f ic e  o f  P o lic y  P la n n in g , s tre s s e d  th a t  th e  b il ls  w o u ld  h e lp  
c o n s u m e rs .  'B a s e d  o n  o u r  e m p ir ic a l  r e s e a rc h ,  th e  b i l ls  c o u ld  a llo w  c o n s u m e rs  to  s a v e  s ig n if ic a n t ly  
o n  m o r e  e x p e n s iv e  w in e s .  T h e  b il ls  w o u ld  a ls o  g iv e  c o n s u m e rs  a c c e s s  to  th o u s a n d s  o f  w in e s  fro m  
a ro u n d  th e  c o u n t r y , *  h e  s a id .  A s h e e s h  A g a rw a l,  A s s is ta n t  D ire c to r  o f  th e  O f f ic e  o f  P o lic y  P la n n in g , 
a d d e d  th a t  th e  b i l ls  w o u ld  p r o m o te  e -c o m m e rc e .  “B y  e l im in a t in g  th e  re q u ire m e n t  th a t  o u t -o f- s ta te  
s e lle r s  m a in ta in  a  p h y s ic a l  p re s e n c e  in  N e w  Y o rk ,  th e  d ire c t  s h ip p in g  b il ls  w o u ld  e l im in a te  th e  s in g le  
la r g e s t  r e g u la to r y  b a r r ie r  to  e x p a n d e d  e -c o m m e rc e  In  th e  w in e  in d u s try ,”  h e  s a id .

T h e  c o m m e n ts ,  a v a i la b le  o n  th e  C o m m is s io n ’s  W e b  s ite ,  w e re  s e n t  to  W il l ia m  M a g e e , C h a irm a n  o f  
th e  S ta 'e  A s s e m b ly  A g r ic u l tu r e  C o m m it te e ;  J o h n  R . K u h l,  J r . ,  C h a irm a n  o f  th e  S ta te  S e n a te  
C o m m it te e  o n  T r a n s p o r ta t io n ;  a n d  D e a n  G . S k e lo s ,  D e p u ty  M a jo r ity  L e a d e r  o f  th e  S ta te  S e n a te .
T h e  c o m m e n ts  a n a ly z e  th r e e  N e w  Y o rk  b il ls ,  A s s e m b ly  b il l 9 5 6 0 -A , S e n a te  b il ls  6 0 6 0 - A  a n d  1 1 9 2 .

C o m m e n t s  o f  t h e  S t a f f  o f  t h e  

F e d e r a l  T r a d e  C o m m i s s i o n  

O f f i c e  o f  P o l i c y  P l a n n i n g ,  

B u r e a u  o f  C o m p e t i t i o n ,  B u r e a u  

o f  C o n s u m e r  P r o t e c t i o n ,  

B u r e a u  o f  E c o n o m i c s ,  a n d  

N o r t h e a s t  R e g i o n a l  O f f i c e  

( M a r c h  2 0 0 4 )  t o  t h e  C h a i r m a n ,  

A s s e m b l y  A g r i c u l t u r e  

C o m m i t t e e ,  C h a i r m a n ,  S e n a t e  

C o m m i t t e e  o n  T r a n s p o r t a t i o n  

a n d  D e p u t y  M a j o r i t y  L e a d e r ,  

N e w  Y o r k  S e n a t e ,  C o n c e r n i n g  

N e w  Y o r k  A s s e m b l y  b i l l  9 5 6 0 -  

A ,  a n d  S e n a t e  b i l l s  6 0 6 0 - A  a n d  

1 1 9 2 .  (V 0 4 0 0 1 2 )

•  T e x t  o f  th e  S ta ff  C o m m e n ts  

[P D F  6 7 K B ]

Cm  A d o b e  
< R u d e r

T h e  s ta f f  c o m m e n ts  f i r s t  s u m m a r iz e  th e  F T C ’s  e x p e r ie n c e  s tu d y in g  th e  d ir e c t  s h ip m e n t  o f  w in e  to  
c o n s u m e rs ,  in c lu d in g  a  c o m p r e h e n s iv e  r e p o r t  is s u e d  la s t  J u ly  a n d  c o n g re s s io n a l te s t im o n y  
d e l iv e re d  la s t  O c to b e r .  T h e  c o m m e n ts  th e n  a n a ly z e  th e  p e n d in g  b il ls , d e s c r ib in g  th e  re g u la to ry  
r e q u ire m e n ts  o n  s h ip p e r s  a n d  c o m m o n  c a r r ie r s .  T h e  c o m m e n ts  c o n c lu d e  th a t  th e  b u ls  w o u ld  a llo w  
c o n s u m e r s  to  p u rc h a s e  a  g r e a te r  v a r ie ty  o f  w in e s  a t  lo w e r  p r ic e s .

T h e  c o m m e n ts  th e n  s u m m a r iz e  th e  e x p e r ie n c e s  o f  s ta te s  th a t  c u r re n t ly  a l lo w  in te rs ta te  d ir e c t  
s h ip p in g  o f  w in e .  T h e  c o m m e n ts  n o te  th a t  th e s e  s ta te s  g e n e ra lly  re p o r t  fe w  i f  a n y  p ro b le m s  w ith  
d ir e c t  s h ip m e n ts  to  m in o r s ,  o r  w ith  c o lle c t in g  ta x e s  f r o m  th o s e  s h ip m e n ts . T h e  c o m m e n ts  a ls o  n o te  
th a t  th e  b il ls  c o n ta in  a ll  o f  th e  s a fe g u a rd s  r e c o m m e n d e d  b y  b o th  th e  N a t io n a l A c a d e m y  o f  S c ie n c e s  
a n d  F T C  s ta ff ,  s u c h  a s  r e q u ir in g  a n  a d u lt  s ig n a tu r e  a t  th e  p o in t  o f  d e liv e ry .  F in a lly ,  th e  c o m m e n ts  
d is c u s s  th e  im p l ic a t io n s  o f  p h y s ic a l p re s e n c e  r e q u ire m e n ts  fo r
e -c o m m e rc e  g e n e ra lly ,  s ta t in g  th a t  h f e x te n d e d  to  o th e r  in d u s tr ie s , p h y s ic a l p re s e n c e  re q u ire m e n ts  
c o u ld  s e r io u s ly  im p e r i l  th e  g ro w th  o f  e - c o m m e rc e ."

In  c o n c lu d in g  its  c o m m e n ts ,  th e  F T C  s ta f f  s a id ,  " B a s e d  o n  a n  e x te n s iv e  re v ie w  o f  th e  e v id e n c e , 
F T C  s ta f f  b e l ie v e s  th a t ,  i f  e n a c te d ,  a n y  o f  th e  b il ls  w o u ld  e n h a n c e  c o n s u m e r  w e lfa re  a n d  w o u ld  
a l lo w  N e w  Y o rk  to  m e e t  i ts  o th e r  p u b l ic  p o l ic y  g o a ls .*

T h e  C o m m is s io n  v o te  a u th o r iz in g  s ta f f  to  f i le  th e  c o m m e n ts  w a s  5 -0 . T h e  c o m m e n ts  r e p r e s e n t  th e  
v ie w s  o f  th e  s ta f f  o f  th e  F T C 's  O f f ic e  o f  P o lic y  a n d  P la n n in g ,  B u re a u s  o f  C o m p e t i t io n ,  C o n s u m e r  
P ro te c t io n ,  a n d  E c o n o m ic s ,  a n d  N o r th e a s t  R e g io n a l O f f ic e , a n d  n o t n e c e s s a r i ly  th o s e  o f  th e  
C o m m is s 'o n  o r  a n y  in d iv id u a l C o m m is s io n e r .

C o p ie s  o f  th e  d o c u m e n t  m e n t io n e d  in  th is  re le a s e  a re  a v a ila b le  f ro m  th e  F T C 's  W e b  s ite  a t  
h t tp : / /w w w .f tc .q o v  a n d  a ls o  f r o m  t h e  F T C ’s  C o n s u m e r  R e s p o n s e  C e n te r , R o o m  1 3 0 , 6 0 0  
P e n n s y lv a n ia  A v e n u e ,  N .W . ,  W a s h in g to n ,  D .C . 2 0 5 8 0 .  C a ll to l l- f re e : 1 -8 7 7 -F T C -H E L P .
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FEDERAL TRADE COMMISSION
W A S H IN G T O N , D C . 20580

UNITED STATES OF AMERICA

O ffic e  o f  P o lic y  P lann ing  
Bureau o f  C om p e titio n  
Bureau o f  C onsum er P rotection 
Bureau o f  Econom ics 
N ortheast R egiona l O ffic e

March 29,2004

W illiam  Magee
Chairman, Assembly Agricu lture Committee 
Legislative O ffice B ldg, Room 641 
Albany, N Y 12248

John R. Kuhl, Jr.
Chairman, Senate Committee on Transportation 
Legislative O ffice B ldg, Room 310 
A lbany, N Y 12247

Dean G. Skelos
Deputy M a jo rity Leader, Senate 
503 State Capitol Bldg 
A lbany, N Y 12247

Re: Assembly b ill 9560-A , Senate b ills 6060-A and 1192

Dear Chairmen Magee and Kuhl, and Deputy M a jo rity Leader Skelos:

The staffs o f the Federal Trade Commission’s O ffice o f Policy Planning, Bureau o f 
Competition, Bureau o f Consumer Protection, Bureau o f Economics, and Northeast Regional 
O ffice are pleased to respond to your requests fo r comments on New York Assembly b ill 9560- 
A , and Senate b ills 6060-A and 1192. These b ills would allow out-of-state vendors to ship wine 
d irectly to New Y o rk consumers i f  the vendors comply w ith certain regulatory requirements, 
such as labeling delivery packages and reporting sales to state authorities. In letters dated 
February 10 and 25, 2004, you asked us to examine the b ills , and specifically to discuss the 
inform ation regarding “ the opponents’ arguments related to sales to minors and harm to the 
three-tier system, as w e ll as the proponents’ arguments regarding the positive impact for 
consumers and state revenues.” 1 You also referenced pending litiga tion .2

1 T h is  le t t e r  e x p r e s s e s  th e  v ie w s  o f  th e  F T C ’ s  O f f i c e  o f  P o l i c y  P la n n in g ,  B u r e a u  o f  C o m p e t i t io n ,  B u r e a u  o f  

C o n s u m e r  P r o t e c t io n ,  B u r e a u  o f  E c o n o m ic s ,  a n d  N o r t h e a s t  R e g io n a l  O f f i c e .  T h e  le t t e r  d o e s  n o t  n e c e s s a r i ly  

r e p r e s e n t  th e  v i e w s  o f  t h e  C o m m is s io n  o r  o f  a n y  in d i v id u a l  C o m m is s io n e r .  T h e  C o m m is s io n  h a s ,  h o w e v e r ,  v o te d  to  

a u t h o r iz e  u s  t o  s u b m i t  th e s e  c o m m e n ts .

2 S e e  S w e d e n b u r g  v .  K e l l y ,  3 5 8  F . 3 d  2 2 3  ( 2 d  C i r .  2 0 0 4 )  ( u p h o ld in g  N e w  Y o r k ’ s d i r e c t  s h ip p in g  r e g u la t io n s ) .


