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House Bill No. 365
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Payable on Demand”

Our File No. COM-129

G. Kent Edwards
Attorney General

By: Vernon L. Snow
Assistant Attorney General

Reference is made to your memorandum dated April 26,
1968, requesting our opinion as zo the meaning of the term
"negotiable bank check payable on demand”™ used in House Bill
No. 365.

You state that the original bill read "Cashier ® check
or certified check™. The Legislature amended the wording of
the bill to read "negotiable bank check payable on demand".

Enclosed herewith is a xerox copy of Black®s Law
Dictionary covering the definition of "bank check™ and "checks".
You will note that the dictionary states under "bank check"™ "See

"check™™. The definition of "check™ in that dictionary does not
lend much help in determining the meaning of the term "negotiable
bank check". However, it is noted that the following statement

Is made regarding "check"™ and "draft":

"The term “check®, within the ordinary meaning
of that term Includes “draft®, the only distinction
being that In a draft the drawer is a bank, while
in the ordinary check the drawer 1is an individual.
Leach v. Mechanics®" Sav. Bank, 202 lowa 899, 211 NW
506, 508, 50 A.L.R. 388."

Bank check is defined in 11 Am. Jur. 2d., Bills and
Notes, 817, p. 47, as Tollows:

"The term "bank check* means nothing more than
"check®. It merely designatesa check which 1is drawn
on a bank and thus is generally tautological, although
it may be used to distinguish checks for money from
such .things as baggage checks, or from some travelers”
checks which are not always drawn on a bank."
(Emphasis added)

In 10 C.J.S., Bills and Notes, &5, p. 409, the following

ereference i1s made to a "bank check"™: . ....... -r.-;-a.
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"The phrase “bankers check®™ has no place in legal
or financial terminology, it has been suggested; but
the popular significance of the term is a check drawn
by a banker, as distinguished from a bank check which
may be drawn on the bank by anybody. ““ 1 T* (Emphasis
added.)

The above language was approved in the case of Banker of
M W of A v. Harrison, 62 S.W. 2d 486, (Mo. App. 1933). Though
C.J.S. does not specifically define "bank check™ their treatment
of it definitely implies a definition akin to that given by Am.
Jur. 2d, in that a "bank check™ means nothing more than an
ordinary check.

.5 Words and Phrases, p. 175, cites two cases under the

word bank check, neither of which are very helpful. No definition
is given in the case of German Nat. Bank v. Beatrice, 63 Neb. 246,
88 N.W. 480 (1901). Only a statement iscontained stating that

"bank checks 1in this Pr,,,ntry, are regarded as inland bills of ex—
change, for the purpose T presentment and demand and notice of
dishonor™. However - 4s of the case indicate that an ordinary
check was at issue. .

In the case of Byrd Printing Co. v. Whitaker Paper Co.,
133 Ga. 865, 70 S.E. 798 (1911) again a definition of bank check
is absent but the case involved an ordinary check and the court
stated as follows:

"A bank check is a contract in writing by the
execution and delivery of which the drawer contracts
with the payee that the bank will, on presentation,
pay to him or his order the amount designated, and 1is
not a mere request upon a third person to pay, "

A bank check is in no sense of the word either a
"cashiers check™ or a "certified check". Both of these terms are
defined separately by Am. Jur., and an inspection of their defini—
tions clearly demonstrates that they are entirely different
animals with different legal consequences than the ordinary bank
check. 10 Am. Jur. 2d, Banks, 810, p. 518 defines a cashier”s
check as follows:

"A cashier®s check is a bill of exchange, drawn
by the bank upon itself, and is accepted by the act of
issuance. While the only apparent basic or factual
difference between a cashier®s check and the ordinary
check is that the ordinary check is drawn on one other
than the drawer, while in a cashier®s check both the
drawer and the drawee are the same, there are certain
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differences, some radical, in the incidents and con—
sequences of the two types of checks. A cashier X
check is a primary obligation of the bank, rather than
tne depositor, as in the case of an ordinary check, and
a promise to pay which ordinarily cannot be counter—
manded. It is issued by the authorized officer of a
bank, directed to another person, evidencing the fact
that the payee 1is authorized to demand and receive from
the bank, upon presentation, the amount of money
rspresented by the check. Cashiers®™ checks, from their
peculiar character and general use in the commercial
world, are regarded substantially as the money which
they represent, a rule that is not extended to ordinary
checks of the depositor drawn on his bank."”

11 An.. Jur. 2d, Bills and Notes, 817, p. 47, defines a certified
check as "a check upon which the drawee bank has assumed an obli—
gation by assuring that the drawer has funds and that such funds
have been set apart for the satisfaction of the check™. 10 Am.
Jur. 2d, Banks 8588, p. 556, clearly pointed out that a bank
check and certified check are not one and the same, when the
commentator stated as follows:

"In a certain broad sense the certification of a
. check is equivalent to a certificate of deposit, in-

*ok = asmuch as the deposits of the drawer to the amount of
the check are set aside or appropriated for the holder
thereof. The certification of a bank check is not,
however, in all respects like the making of a certifi—
cate of deposit; it is a think sui generis, and its
effect depends upon the person who, in his own behalf,
or for his own benefit, induces the bank to certify
the check.””

_In conclusion, the definition and use of the term bank
check 1is 1identical with the term check, and does not imply that
a check is to be treated as either a cashier®s, or certified

check. This is also in keeping with the intent of the legis—
lature, to halt the use of the insurance sight draft (since an
ordinary check is in no sense of the word a sight draft - said

draft requiring an additional acceptance by the drawer - See
page 246 of House Journal for February 17, 1968), without re—
quiring the rather restrictive casher®s or certified check.

We trust the foregoing answers your question, If not,
please advise.

GKE:VL3:agm

Enclosures as indicated



to mnlcc loans, and to Issue its promissory notes,”
(designed to circulate as money, and commonly

called "bank-notes" or "bank-bills,') or to perform

any one or more of these functions. State v.

Wagner, 202 lowa, 730, 210 NAV. 001. 002; People

v. Bartow, G Cow.N.Y. 200; Dearborn v. North—
western Savings Bank, <2 Ohio St. G17; In re

Prudence Co., D.C.N.Y., 10 F.Supp. 33, 3G.

An Institution, usually Incorporated with power to Issue
Us promissory notes Intended to circulate as money (known
ns bank notes); or to receive the money o( others on r.en-
crnl dcpor.lt, to form n joint fund that shall tic used by the
Institution, for Its own bcncflt, for one or more of the pur-
poses of making temporary loans nnd discounts; of deal-
ing In notes, foreign nnd domestic hills of exchange. coin,
bullion, credits, nnd tho remission of money; or with both
these powers, nnd with the privileges. In addition to these
basic powers, of receiving special deposits nnd making col-
lections for the holders of negotiable paper. If the Institu-
tion sees fit to cngngc In such business. Stale of Kansas
ex rcl. Boynton v. Hayes, C.C.A.Knn., G2 F.2tl 597. G
The term “bank™ Is usually restricted In Its application
to an Incorporated body; while a private Individual mak-
ing It his business to conduct banking operations Is gen-

erally denominated a "banker." Hobbs v. Bank, C.C.A.
N.Y., 101 F. 75. -11 C.C.A. 205: Wells, Forgo & Co. v.
Northern Pac. N. Co.. C.C.Or., 23 F. 4GO.

The house or place whore the business of bank —
ing iscarried on.

Banks In tho commercial sense nre of three kinds, viz.:
(1) of deposit; (2) of discount; (3) of circulation. Strict-
ly speaking, the term "bank" Implies a place for the de-
posit of money, as that Is the most obvious purpose of
such an Institution. Originally the business of banking
consisted only In receiving deposits, such as bullion, plate,
and the like, for safe-keeping until the depositor should
sec Qt to draw It out for use. but the business. In the
progress of events, was extended, nnd bankers assumed to
discount bills and notes, and to loan money upon mort-
gage. pawn, or other security, and. nt n still Inter period,
to issue notes of their own. Intended as a circulating cur-
rency nnd a medium of exchange, Instead of gold and sil-
ver. Modern bankers frequently exercise any two or even
all three of those functions, but It Is still true that an In-
stitution prohibited from exercising any more than one.
of those functions Is a bank. In the strictest commercial’
sense. Oulton v. German Sav. L. Soe.. 17 Wnll. 118. 21
-L.Bd. G1S; Mllllican V. Security Trust Co., 118 N.E. 5GB,
.509. 187 Ind. 307; llev.SLU.S. 53107 (12 USCA 55G1).
<

— Bank-nccount. A sum of money placed with a
bank or banker, on deposit, by a customer, and
subject to be drawn out on the lattcr3 check. The
statement or computation of the several sums

deposited and those drawn out by the customer on .

checks, entered on the books of the bank and the.
depositor 3 passbook. Gale v. Drake, 51 N_H. 84."

— Bank hill. Same as bank note.
Com., 4 Gray (Mass.) 41G.

Eastman v.
See Bank note, infra.

m Bank book.- A book kept by a customer of a *

bank, showing the state of his account with it-
Sec Pass-book.

— Bank cashier. A chief executive officer and
ecneral agent through whom financial operations
"of bank arc conducted. Hamilton Nat. Eanlc of
Chattanooga, Tenn., V. Lcrman, 229 Ala. 3G3, 157
So. 7a. - ]

— Bank charges. This term In nn action on a hill
of exeliango la equivalent to expennou of noting,
.and may be especially endorsed as a Iqu|dated
tdemand; [1893] 1 Q.B. 318.. r.

— Bank of discount.

— Bank check. See Chcck”y

— Bank credit.— A"Crcdit with a bank by which,
on proper security given to the bank, a person re-
ccives liberty to draw to a certain extent agreed

upon. In Scotland also called a cash account
Cent. Diet.

— Bank depositor. One who delivers to or loaves
with a bank a sum of money subject to his order.
Wharton v. Poughkeepsie Sav. Bank, 31 N.Y.S.2J
311, 313, 2G2 App.Div. 59S.

— Bank draft. A check, draft, or other order for
payment of money, drawn by an authorized officer
of a bank upon either his own bank or some other
bank in which funds of his bank are deposited.

Polotsky v. Artisans Sav. Bank, Del., 1SO A. 791,
792, 7 WAV .Harr. 142.
— Bank note. A promissory note issued ,ya bank

or banker authorized to do so, payable to bearer
on demand, and intended to circulate as money.
Townsend v. People, 4 111. 328; Low v. People, 2
Park.Cr.R. (N.Y.) 37. See, also, Banker"s note.
In the early history of hanks, their notes were generally

denominated bills of credit. Briscoe v. Bank of the Com-
monwealth of Kentucky, 11 Pet. 257, 9 L.Ed. 709. . ., .

— Bank stock. Shares In the capital of a bank;
shares in the property of a bank. In England te
term is applied chiefly to the stock of the Bank
of England. . - -

— Bank teller. See Teller.

— Bank in failing condition. Under some statutes,
an insolvent bank. Hanson v. State, 160 Ark. 39,
254 S.W. 691, 6%4. . . . ..

— Bank of circulation. One which Issues bank
notes payable to bearer. Dunn v. State, 13 Ga. -

App. 314, 79 S.E. 170, 171. Sec Bank of isse,
mrfra - :

— Bank of deposit. A savings bank or any other
bank which receives money on deposit Dunn v.
State, 13 Ga.App. 314,79 S_E. 170,171. r

One which lends money on
collateral or by means of discounts of commercial
paper. Dunn v. State, 13 Ga.App. 314, 79 S_.E. 10, =
171. e . -

— Bank of Issue.” One which, pursuant to author—
ity conferred by its charter, issues its own notes

intended to circulate as money. Millikan v. Se-;
curity Trust Co., 187 Ind. 307, 118 N.E. 568, 5®. .

— Joint-stock banks. In English law. Joint-stock
companies for the purpose of banking. They are
regulated, according to the date of their incorpo- -
ration, by charter, or by 7 Geo. IV, c. 46; 7 & 8 *
Viet. cc. 32, 113; 9 & 10 Viet. c. 45, (in Scotland
"and Ireland;) 20 & 21 Viet. c. 49; and 27 & 28
Viet. c. 32; or by the "Joint-Stock Companies
Act, 1862," (25 & 2G Viet.*c. 89.) Wharton

— Savings bunk. An InntUuilon in tho naturo of &
bank, formed or established for the purpose of
receiving deposits of money, , for the bcncflt of tho



SAV. 815, SIC: State v. I-leavn, 115

<11 B51IN-E. 211, 215. Particularly used
c-iiNicc to the control or supervision of
m"_irtrot, bureau, office, or person over

®  initiative statute, to compare names of sinner
* oillrl.nl registration llsL Halgrcn v.

'?iUtd’].jo.C3 r.caso, cm.

at iCi. A commercial device Intended for use

. vr.nnrary expedient for actual money, and

. Mv designed for immediate payment, and

< -I"iiciilaliln. Kennedy v. Jones. 140 Ga. 302,

—IP3 1070, Ann.Cas.101"ID, 355; Merchants ®
JJr,cv. Bank, 10 Wall. G17, 19 L.Ed. 1003.

,»I payment of money. Wright v. Lorlng, 351
i 1> NIt MS, SCO. An order for payment of money.
' niriicstcr Trust £t Safe Deposit Co., 209 N.Y.
«Jf 517 513. 52 L.R.A..N.S.. 302, Ann.Cas.IDISA,
‘v.Y »v. Kenulclt, 111 N.J.Eqg. 355. 1C2 A. GO0, 011:
. av. National Bnnk of Tacoma. MG Wash. 520, 2G4
. A request to pay money. Standard Factors Cor-
v. Manufacturers Trust Co., 182 Misc. 701, 50 N.Y.
ia ii
, *:ilt or order upon a bank or banking-house, pur-
. ** i»le draiva ution n deposit of funds, for the pny-
- it all events of a certain sum of money to a certain .
,m ‘tereln named, or to him or Ills order, or to bearer,
B «egide Instnntly on demand. 2 Daniel, Ncg.Inst. 3
. " Pink v. Wheaton, 4 R.l. 33; Economy Fuse & Mfg.
T §tandard Electric Mfg. Co., 350 Ill. 501. 101 N.E.
|
i « tl of eveliangc drawn on a bank payable on demand.
«-e.vlil A Savings Bank Co. of Ucllafontnine, Ohio, v.
ft.il. Dank of Franklin. G3 Ind.App. 417. 120 N.E.
¢ ;*t: llell-Wnyland Co. v. Dank of Sugdcn, 05 Old. G7,
:.' VS, “00: Thnmas v. Berger, 118 Pa.Supcr. 422, I1SO
¢| A check differs from an ordinary bill of exchange
«'«| Il It drawn on a bank or bankers, and Is payable
.. »tvly on presentment, without days of grace; It Is
,- . Immediately on presentment, and no acceptance as
=% freai payment Is required; It Is supposed to be
i-M;nn 4 previous deposit of funds, and Is an absolute
.-Citlnn of so much money In the hands of the bank-
i ‘'p-aqaholder of the check. Merchants' Nat. Bank v.
Panic, 10 Wall. G17.19 L.Ed. 1008; People wv.
123 Cal. 403, 55 P. 44.

*ti:\ "cheek." within the ordinary meaning of that

«. Includes "draft,” the only distinction being thnt In

«.ill the drawer Is a bank, while In the ordinary check

hiter Ij an Individual. Leach v. Mechanics’ Sav.
- 111 lowa, 699, 211 N.W. OOG, 508, 50 A.L.R. 388.

LineR.
Rolf v.

| me(Itli a contract. Deal v. Atlantic Cons’
.All. 513, 144 So. 81. 52, KG A.L.R. 455;
ul iv, Cal.App., 159 P.2d CGI, GG2

Cashier's Check

eesblued by on authorized ollicer of a bank directed to
«"r person, evidencing that the payee Is authorized
v.is.l and receive upon presentation from the bank the
money represented by the check. State v, Tyler
m<'Mate Bank, Tex.Com.App.. 277 SAV. G25. G27, 42 A.
« 5W0. A form of a check by which the bank lends Us
«’tiJlhe purchaser of the check, the purpose being to
W ;i available for Immediate use In banking circles.
I. Johnson, 127 Wash. GO1, 221 P. 321, 322. A bill of
«t*f drawn by a bank upon Itself, and accepted by tho
« {timncc. Anderson v. Dank of Tupelo, 135 Miss. 351,
"> 17J; In Its legal effect, It la Utc some as a ccrllfl-
> ft Ovpoitt, certified check or draft. Montonn-Wyo-
*l Ai'a of Credit Men v. Commercial Nat. Bank of
“il’f. « Mont. 174, 259 P. 10GO, 10Gl. An acknowl-
m"l o( a debt drawn by bank upon Itself. In re
sLilian of State Bank of DInghamton, 152 Misc. 579,

layYs, IL
Qrossed Check

-"’v't crossed with two lines, between which arc cither
«jc- f of a bank or the words "and compnny,” In full

tnlaltd. In iho former case, the bankrs on whom
« «tuft miut not pay Uie money for Uto check to any

other llian the hanker named; In llia latter case, he must
not pay Il to any other than a banker. 2 Stcph.Comm.
118. nine c. And see 7 Exch. 3S9; [IPCT.) A.C. 210; Farm-
ers’ n.ink v. Johnson, King @ Co., 131 Co. 4S5, G3 S.E. 63,

30 L.R.A.,N,S.. C97.
Forped Check

A cheek on which the maker’s name Is forged—not one
which lias forged Indorsements. Klctnnian v. Clmsc Nat.
Bank of City of New York, 124 Misc. 173, 207 N.Y.S. 191.
193. See. also, Internallonal Union Hank v. National Sure-
ty Co.. 245 N.Y. 3G8, 157 N.E. 2G9. 270. A check which Is
created as n result of.a criminal act of forgery. Snmplcs
y. Milton County Bank. 31 Cn-App. 213, 129 S.E. 170.

Memorandum Check

A check given by n borrower to n lender, for the amount
of a short loan, with the understanding that It Is not to be
presented nt the bank, but will be redeemed by the maker
himself when the loan falls due. Tills understanding Is
evidenced by writing the word "Mem." on the check. This
Is not unusual among merchants. See U. S. v. Ishnm, 17
Wall. 502. 21 L.Ed. 723; Franklin Bank v. Freeman, 18
Pick., Mass., 539; Story, Pr.Notcs 1 499.

. Traveler's Check
.See that title. s

CHECK-BOOK. A book containing blank checks
on a particular bank or banker.

CHECK-OFF "SYSTEM. Deduction by employer

.from pay of employees of sums and payment of

such sums to union. PacificMills v. TextileWork —
ers ”Union of America, Local No. 254, 197 S.C.

330, 15 S.E.2d 134, 136, 135 A.L.R. 497; Local GO

of Industrial Union of Marino and Shipbuilding

Workers of America v. Welin Davit and Boat

Corporation, 133 N.J.Eq. 551, 33 A.2d 708, 709;.
Borderland Coal Corporation v. International Or —
ganization of United Mine Workers of America, D.

C.Ind., 275 F. S71, 873.

CnECIC-ROLL. In English law. A list or book,
containing the names of such as are attendants
on, or in tho pay of, the queen or other great
personages, as their household servants. .

CHECKER, The old Scotch form of exchequer.

CHECKERBOARD SYSTEM. This term, with"
.reference to entries on lands, means one entry
built on another, and a third on the second, Se—
quatchie & South Pittsburg Coal & Iron Co. v.
Tennessee Coal, Iron & R. Co., 131 Tenn. 221, 174
S.W. 1122.

CIIEFE. In Anglo-Norman law.
gild;  the price of the head or person,
prctium.)

CITEMERAGE. In old French law. The privl-*
lege or prerogative of the eldest. A provincial
term derived from chemior, (9- v.) Guyot, InsL

CIHIEMIER. In old French law. The eldest bom.
A term used in Poitou and other places. Guyot,
Inst

Were or were-"
(capitis

CIHIEMTN. Fr. The road wherein every man
goes; the king3 highway. Called in law Latin
via regia. Tcrmes dc la Ley; Cowell; Spelman,
Gloss. ~

CHEMIS. In old Scotch law. A chief dwelling

or mansion house.
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HOUSE JOURNAL February ]7 i988

This bill seeks to prevent the delay, Inconvenlence
financial loss and frustration_experienced by Insurance
clalnants when payment msurance company Is made in
the form of .an Instrupent not readil fy exchangeable for cash.
The Intent is to prohibit the use of what is commonly callM
a sight draft™, still used by some insurance companies,
which requires an additional “acceptance™ by the company
before actual payment is made.

/s/ Tor. Fink _
Tom Fink, Chairman'

The Jud|C|a5y Committee has had HOUSE BILL Y0. 365 (pay—
ments of Ju %ments and settlements) under consideration and
a majority of the members of the ttee recommends it be
replaced W|th COMMITTEE SQBSTITUTE SOR HOUSE L_10. 365

and that COMMITTEE SUESTIT"JTE HOUSE BILL

The report was S|Ene ¥ZMr Fink, Chairman and con—

curred In by Messrs. Fink, Fritz, Metcalf, Moran, TlIlion,
Hensley and” Brady.

HOUSE BILL NO. 365 was referred to the Commerce Committee.
CONSIDERATION OF THE CALENDAR
SECOND READING OF HOUSE RESOLUTIONS

HOUSE JOINT RESOLUTION HO. 55_(former Naval Base at Dutch
Harbor) was read the second time with the State Affairs Com—
mittee” report (page 213 of the Journal).

Holm moved and asked unanimous consent that HOUSE JOINT
RESOLUTION HO. 55 be considered engrossed, advanced to
third readln and placed on final passage. There being no
objection, was so ordered.

HOUSE JOINT RESOLUTION HO. 55 was read the third -tine.

The question belng "Shall HOUSE JOINT _RESOLUTION NO. 35*
pzélsslltre House?" ~The roll was called with the following
result:

Yeas: 32  Anderson, Balone, Banfleld, Belme,
Boardman. Bradner, Brady, Cessnun,’
Fink, Fritz, Oetman, GueSs, Haugen,
Hensley Hohman Holm Netcalf,
Mlller Moore floran, Moses Orbeck

Sa33ara Smith
Strandber(g "TIlTion, ngg|n3
Wright, Young
Nays:
Excused: Borer, Sackett, Simpson, Stevens,
We3tdahl .

Absent: 3 - Harris, Kerttula, McGill.

And so, HOUSE JOINT RESOLUTION NO. 55 passed the House and
wa3 referred to the Chief Clerk for engrossment.

SECOND READINO OF HOUSE BILLS

HOUSE BILL NO. rts of i djurles sustained fisher—
men) had been held |n second reading until this tine.

d

HOUSE
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8 BANK CHECKS

official text and Comments as last revised in 1960. Some states have
not enacted all the revised Code provisions.18

The Code was originally presented for enactment in a version
drafted in 1952 and was enacted in that version in Pennsylvania.
Several modified versions were presented by the Code sponsors
from time to time, the last having been in 1968. Most states includ—
ing Pennsylvania, have enacted the Code as itappears in the 1962
Official Text. The 1966 text makes few changes from the 1962 text.

By the beginning of 1969, the Code was enacted in 49 of the
50 states, as well as in the T"H-ict of Columbia and the Virgin
Islands. As of that time, Lou.”.ana is die only state that has not
enacted die Code.

815 Definition and duaracteristics of checks. Four basic
types of negotiable instruments are recognized in the Code. They
arc (@ a draft or bill of exchange If die instrument is an order t
pay money, (b) a check if the instrument isa draft drawn on a bank
and payable on demand, (C) a certificate of deposit if the instrument
isan acknowledgment of the receipt of money with an engagement
1o repay it, and (d) a note ifdie instrument isa promise other than
a certificate of deposit.10

While notes and certificates of deposit are important to banks,
they will not be dealt widi in this volume except incidentally. On
the other hand, a number of cases referred to In this text involved
notes; the law enunciated in such cases may carry over into the law
of checks. With respect to drafts or bills of exchange, many of dio
legal principles relevant to such instruments apply equally t
checks, since they arc drafts of a special kind.

It should be recognized that a check Is a draft or bill of ex—
change under both the Code and die Negotiable Instruments Law.
Under other statutes, a check has also been recognized as a bill of
exchange. Thus a statute of limitations applicable to die time of
commencement of an action on “fills of exchange”has been held
applicable to checks, a statute providing that a married woman

18. A so-called 1052 version of tho port No. 3 of.tho Permanent Editorial
Codo was enacted In Pennsylvania, Board for tho Uniform Commercial
but later revised. Tho Codo drafts- Codo.
men developed revised versions of 10. U.C:C. § 3-104(2). A bill of
the Codo in 1057 and 1058, and exchange is defined in N.l.L. § 120,
there was some revision abo In 1002. a note in N.I.L. § 184 and a check
Most states have tho Code as revised in N.I.L. § 185. Such definitions nro
through 1002. Tho 1000 revisions, comparable to thoso of U.C.C. § 3-
relatively minor, r.ro set forth In Re- 104(2), although in diiferent lan-

guage.
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GENERAL PRINCIPLES 9
may be sued jointly with her husband on a bill of exchange has
been held applicable t a suit on a check,3L and a criminal enact-
ment proscribing the forging of an acceptance of a bill of exchange
was applied in a case involving a forged certification of a check.2
And ithas been held that an instrument labelled a "draft” Yiven by
an insurance company to a ligbility claimant against an insured,
payable through a named bank to the order of such ligbility
claimant and his attomeys, is a check.23 However, in some in—
stances under other laws, a check may not necessarily be a bill of
exchange.2*

While it is undoubtedly correct to say that a check Is a draft
or a hill of exchange, checks differ from the other instruments in
certain important particulars. A check is a demand instrument
drawn on a bank. A draft drawn on a business house is not a
check.Z3 In many states, a note or accepted draft stated to be pay—
able at a bank Is equivalent to an order on the bank to pay the
amount thereof for the account of the principal debtor,20but ftdoes
not follow that such a note or draft has all the attributes of a
check2l There isalso an important distinction between checks and
other drafts with respect to requirements of presentment and notice
of dishonor, as well as with respect to the right of the holder to
have the instrument accepted.

It should be noted that, under the Code, a check must contain
an unconditional order to pay a sum certain in money.28 However,
that requirement has been held not tomean that payment by means

20. Rogers v. Durant (1891) 140 so provides. U.C.C. § 3-121, Altema-
U.S. 298, 11 S.Ct. 754, 35 L.Ed. 481. Uve D, provides tliat a note or nccep-
21. Wilderman v. Rogers (1880) tnncc paynblo at n bank is not of
00 Md. 127, 0 A. 588. itself an order or authorization to the
22. People v Somsky (1920) 40 bank to pay it.
Cal. App. 377, 189 P. 450, 37 B.L.J. 27. An instrument payable nt a ccr-
501. tain bank is not n check within the
22. Bnucum v. Great American Ins. scope of N.I.L. § 180 requiring prc-
Co. (Tex, Civ. App., 1903) 301 scntmcnt within "a reasonable time."
SAV.2d 713, 80 B.L.J. 047. Seo also Binghamton Pharmacy v. First Nat.
Crohu5ky v. Atlas Assurance Co. Bank (1915) 131 Tcnri, 711, 170
(Kan. 1905) 408 P.2d 097, 83 B.L.J. SAV. 1038, 2 A.L.R. 1377.
300. Under the Code, suchan in- But see Mt. Vcmon Nat. Bank v.
strumcnt is clearly not a check where Cnnby State Bank (1929) 129 Or.
it is drawn on n nonbank drawee but 30, 270 P. 202, 63 A.L.R. 1133,
payable "through” a bank. See U.C.C. 40 B.L.J. 500, where it is stated that

3-120.
(1893)

§§ 3-10-1(2)(n) nnd (b),
24. See Townsend v. Slato
92 Ca. 732, 19 S.E. 55.
25. Amslinck v. Rogers (1907) 189
N.Y. 252, 62 N.E. 134.

2C. U.C.C. 8 3-121, Alternative A

a draft on tho drawer payable nt a
named bank is a check.

28. U.C.C. §& 3-101(2)(b)
that a check is a draft drawn on a
An

states

demand.

pay

bank and payable on

"order” is a direction to and



10 BANK CHECKS

of & check is absolutely unconditional. As between tho original
parties, payment is conditional2 and a defense of failure of con—
sideration may be asserted by the drawer of the check. The re—
quirement that the check be unconditional applies only to the
matter of the form of a negotiable instrument.3)

816. Particular kinds of checks. A cashier3 check is simply
a bill of exchange or draft drawn by a bank upon itslf and is
accepted by the act of issuance.3L A bank which issues a cashier§
check impliedly authorizes the purchaser thereof to deliver or
withhold delivery to the payee of the check. The payee of a
cashier™s check cannot be a holder in due ourse thereof where
he takes it from an intermediary under circumstances amounting
1o notice to the payee of bad faith on the part of the intermediary,
and such payee is deemed acting in bad faith. Prior to valid
delivery, the purchaser of a cashiers check may cause it to be
cancelled.-2

A bank draft is a bill of exchange drawn by an authorized
officer of a bank on either his own bank or a correspondent bank,
issued at the solicitation of a person purchasing £33 A bankers

check is one in wliich the drawer is a banker, or the duly autho—

rized agent of a bank, drawn on funds either in lire bank of which
he is an officer or agent or on funds In a correspondent bank in
which his own bank has credit.3l

Other forms of checks in use to at least some extent include
so-called non-ncgoliablc counter-checks for use by a depositor
who withdraws funds from his own account in the bank.3 Also
used on occasion Is a so-called “fostcard” check or check on a
postcard wliich may be filled in and mailed.

81.7. Bank money orders and personal money orders. In
recent years use has been made by banks and others of so-called
"bank money orders””and "personal money orders” which have

must be inorc than nn authorization 32. Burku v. Mission Bay Yacht
or request. U.C.C. § 3-102(l)(b). Sales (1903) 214 Cal. App. 2d 723,
29. U.C.C. § 3-802(l)(b). Sco 29 Cal. Rptr. 035, 80 B.L.J. 818.

§ 1.18, infra. 33. Kohler v. First Nat. Bank
30. Mansion Carpets, Inc. v. Marin- (1930) 157 Wash. 417, 239 1\ 47.
off (1905 ) 20 App. Div. 2d 947, 208 34. Holland v. Mutual Fertilizer
N.Y.S.2d 293. Co. (1911) 8 Ca. App. 714, 70 S.E.

31. State v. Tyler Co. Bank (Tex., 151.
1925) 277 Ss.\v.2d 025, 43 B.L.J. 35. Bailey, Modern Uniform Com-
290; Ross v. Peek Iron 4t Metal Co. mercial Codo Forms, No. 30.7.

(C.A., Vu., 1959) 204 F.2d 202, 70
B.L.J. 774.

30. Bailey, Modern Uniform Com-

mercial Codo Forms, No. 30.9.
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BANK DEBITS

proxy nor any othuffnglc measure can be perfectly i*Tcativc of
monetary trendsjffj therefore a guide to monetaridpolicy. But
the bank credit j« !xy is held in high regard by thdFoard's chief
of the IllankwT Section of the Division o”rtescarch and
Statistics: "JMC availability of a sensitive ctA~nt measure of
bank credi“ends, which the proxy represent has contributed
significantto improving the factual foundation for the discus-
sion, fqwfulntion, and implementation ofj*tnctary policy."

B13&GRAPHY
Krd of Governors of Federal®*Pescrvc System, Annual
nort, 1966.
~Eckert,J. B., "The Federal [J~crvc 'Bank Credit Proxy'",
Janking, May 1967.
Morgan Guaranty Sunvey, jM\C Bank Credit Proxy"”, Marcia
1967.

BANK DEBITS Th~tivision of Research and Statist:

the Board of Goverm~Tof the Federal Reserve SystA at
nounccd in July 19727vision of the monthly data prcn#cd fi
bank debits and fo” osils for the 233 Standard Mutfupolita
Statistical Arcus |W|§A’S) reporting in the bank ddpfs, depo’
its, and dcposit*fnovcr scries. This revision, tW lirst majt
change since M~rch 1967, incorporated the folliypTig statistic:
improvementi”

I. ScaSuwi adjustments. Trading-day adLAffmcnts were K
calculatcilflrid applied to the debits data, a”K-scasonal adjus
mcnts haftrbccn recalculated and applied t*rne debits data, an
seasoiusndjustments have been recaJculaMl and applied to boi
debit"md deposits data for all SMSA”pn the Board's nation,
scry__

SMS A coverage. The scries Jfo were revised to rcflei

ITor changes that had been madc”r the boundaries of SMSA
Knee the previous revision.

Data are shown for all 233 S M ~'s and for 232 excluding Nel
York City; for leading for New York City, and fi|
six others combined — and f~”~ 26 excluding the leading ones. j|
addition to the figures th~thcy collect for the centers
appear in the national s # s published in the Federal RifFrve
Bulletin monthly, nftcrriblic release, by the Board
nors, some of the di*"Tet Federal Reserve Banks coliJFl and
publish in their rcgi~Til releases data for SMSA's ar~centcrs
that arc not in the tylonal scries.

The national lilie s for debits (at annual rates) an#!or end-of-
month deposit*rc aggregates of seasonally adjusted SMSA
totals prcpare#oy (he Federal Reserve Bunks ffloe. annual rate
of turnoverJ”calculatcd monthly from the aggregate of these
debits anifJlc average of two deposits liggfes — one for the
current alm one for the preceding month-end

The iprount coverage of the debits scrirfjr, which measures the
extent) which depositors arc using tJ#ir checking accounts,
contJpies to include debits to demy~d deposit accounts of
imWiUuals, partnerships, and cerpewtions (IPC deposits), and

States and political subdivisions*! excludes, however, debits

fU.S. Government, interbank, rJo time deposit accounts.

Summary. — As indicated .~Tnk debits make possible the”
estimates of turnover of dcinajfodcposits, and hence of velocity
of demand deposits, which”~fe the largest single compoucj
quantitatively, of the "\MNCY Supply”. Multiplied by,
velocity factor, howcvcythe aggregates of demand di*Rits
provide what might be~m ed Effective Money Supply, jwlect-
ing both the aggrcgayund the intensity of usage oDBCinand
deposits. In the cxcwisc of Monetary Policy througbSFireeling
the Money Suppler Velocity is the most difficukCfnctor to
control: an incri®e in the Money Supply mighNsw offset by
decrease in Vtytily, while a decrease in the"oney Supply
might similatl”u offset by increase in Velocity”

RIBUOGIMPHY
Board Governors of the Federal Re rve System, Debits
Chmmg Statistics nnd Thei

awrg‘.e. and Bi.yn, M. K., ﬁiﬁéﬁlym, 1969.

JKDEPOSIT
rSee bank account, deman” DEPOSITS, DEPOSITS, TIME

D eposits.
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BANK DEPOJfITrINSURANCE ACT amc given
to the Act of Ju”~r 16, 1934, which extended to ), 1935 the
temporary pla”or insurance of bank deposits  finally set up
by the bani® K actof 1933. Public Resolutioj 28. 1935
further cxj~lcd the temporary plan for ins' of commecr-
cial banjfHcposits to August 31. I9i5.7ermanent deposit
insuran®was provided by the banking *#F of 1935, approved
Augus#T3, 1935. On September 21, 195I1*lhe "Federal Deposit
Instudnce Act" as such (64 Stat. 873;2U.C.S. 1811-1831) was
mama separate independent law, ij numerous amendments.
rjkescnting its withdrawal from~Pction 12B of the Federal

cscrvc Act as amended, which m#>'iously had carried the bank
Deposit insurance act and amcin]jE:ms.

BANK DIRECTORS

directors.

BANK DISCOUNT

BANK DRAFT A sight or demand draft, drawn by one
bank as drawer upon another bank as drawee. Such an instru-
ment is to be distinguished from acashier’scheck.

Domestically, bank drafts purchasable at small fee by a bank's
customers provide a highly acceptable instrument of domestic
exchange. For example, "New York Funds" would be readily
provided by the bank draft of an interior bank, drawn on its New
York City correspondent bank, purchased by the interior bank's
customer faced with the necessity of payment in New York City,
as compared to locyl check.

In foreign exchange, bankers' sight or demand drafts,
drawn on balances maintained with foreign bank correspond-
ents, provide a demand form of payment in the foreign currency
concerned which may be available at "spot" rates if the distance
involved permits quick air-mail arrival of the instruments.

%bank acceptance,draft.

Seebank occuPAij ijJPs, personnel department.

BANK EQUIiyiSNT As the result of Animation of
bank operationsJBr use of electronic equipment,.~piipmeni in
the modcrnizedflPnnk may be classified in Iwoi*cgories. the
conventional Ma the electronic.

ConvcntiuAl bank equipment includes sild/T manual, seini-
automaticAnid automatic items as the folLj&iving: adding ma-
chine, ajBnng typewriter, addressing m”fninc, annunciator,
automiulrtypewiitcr, bookkeeping and biflng machine, calculat-
ing nifflimte, cash register, check can*ration machine, check
cmlI*Mng machine, check projecting wrw riting machine, check
sig”r, check sorters (vertical, flat,rotating), coin counters,

crs, trays and wrappers, counpr cutter, dictaphone, dicta-

n machine, duplicator, dry COMI, endorsing machine, enve-
opc sealing machine, files (clc”or, power, rotary, and visible),
folding machine, letter opmailing machine, microfilm
processor, mimeograph, mulfljfraph, numbering machine, papij
destroyer, performing ni®inc, photostat, posting mai
posting tray cabinets, nroyniachine. receipt mac hine, f
equipment, stamp nlftxiurmachine, tabulating cq :i|.menta
tograph, lime dating JMiip. time lock, time rcco ding
transit machine, typsWntcrs (manual, electric).

Electronic bany®gmpmcnl includes electronic bj*kkccping
machines; MICj~rrfagnetic Ink Character Rccog”Um) cheek
equipment, inuHning electronic rendcr-sorter aM computer;
electronic da”miroccssing equipment, includin”iuiichcJ card
tabulating lynm cnt. sorting machine, tabuk”ig and printing
machine, :~rcomputer; TV bank protection”its, including TV
camera's™R' bank signature verifier; vie'etwipe recorder; tape
listcrsr~llective tape printers; on-line”~sk files; electronic
nccoijjrni; computer; data communicati®equipmeni.

VIM, "equipment", comprchensiyulJf, includes nil movable
ftuyurc and lixlurcs of the bank. D*onlrast, bank "premises"”

udcs vaults, fixed machineryequipment, parking lots
ncd adjoining or not adjoining\m bank premises that arc used

y customers or employees, andppotential building sites. Equip-
ment expenses include noiuKt and recurring depreciation



'Effective November 24, 1967~ihc supplement to Regulation.
was amended to permit number banks to count all of tbei/
~currency and coin as parMRf their required reserves;
effective the same date, (“supplement was further amcr
to increase the reserve n~Rrentcnt against net demand dejyits
of banks not classified ayccntral reserve or reserve citvwinks
from 11% to 129c. EltjOTive December |, 1960, the sacrament
was also amended tuKducc lhe reserve requirement”®”~central
reserve city bnnks~Kainst net demand deposits froj4n7‘/j% to
16'/s%. AuthoritifIBf the Board of Governors offlmo Federal
Reserve Systeiwo classify or to reclassify c4s as central
reserve cities tOTuinatcd effective July 28, 1963apec below).
Counting”rult cash toward required redyes by member
bunks also jvnoved an inequity in comparisi®vith non-member
banks sg”ermitlcd. Of the 47 States whjyhavc legal reserve
requiret*us for commercial banks, the dffonomic Policy Com-
missityGf the American Bankers Ass”~nation pointed out, 10
spedtfally require that part of the rcsj~c be kept in cash form;
andMic other States have no specificytull cash requirement but
a|#v full reserve credit for vaultarish. Allowance of reserve
Tdit for vault cash, it is felt, woMs encourage more rural banks
|IRjjoin the Federal Reserve SysL
P.L. 86-114 (supra), which \ms provided allowance of reserve”
credit for vault cash, also nwndcd the Federal Reserve Act sj
as to change the minimum*™ ! maximum legal reserve rcquut
mcnts of member banks” reserve cities and central rcsdlrc
cities; and to providcyor termination of the classifiuwTon
“central reserve citic*”on July 28, 1962. For details ojyfaiur
revision in 1972 of h y | requirements against demund”~”osits,

Sec RESERVES.
UIULIOGRAPIK

American linkers Association, Economic

sion, Membe”~fank RserveReqwrerrents 19574

v Commis-

CAsH]PIitADE A transaction in sg
estate, (Jr., in which cash in fuff is paid fy
posseswun, and title.

Si*rok cash.

rities, grain, real
Immediate delivery,

ISHIER A term commonl*Tpplicd to u person who
Fccives and disburses money f<mi business. In banking, an
fill'icer who is responsible for thKustody of the bank's assets
*and whose signature is rcquircUwn all official documents. W hilcj
other higher officers of a baidpmay delegate llieir authority, ij
act as "dummies,"” a cushigarlcvcr docs so, even in the larpa
banks. His duties vary nc”~Ding to the size of the bank. Ustwly
he is the chief administrate officer and has direct chargejyuic
bank's operations, and”~trcsponds to the general mmv.iJKin a
mercantile or industnjr establishment. Among large ly ks the
duties of the cashieryc so numerous that Assistant Cifbiers arc
appointed to adm”Rter separate assigned functionyand Imvc
authority to sign~fftrumcnts in the same manner a~$fc cashier.

CASIIIER'CCOUNT

CASHIER'S CHECK A bank's own check; acheck drawn
upon a bank and signed by its cashier, or assistant cashier, being
a direct obligation of the bank. Cashier's checks arc issued to
borrowers when loans arc made in lieu of a deposit credit or
actual cash, sold to customers for remittance purposes, and
issued in payment of the bank's own obligations, money
transfers, etc. When u cashier’s check is issued it becomes a
credit, and upon its return through the clearing house or
xhcrwisc, a debit to the cashier's account. Cancelled cashier’s
checks tire preserved as vouchers in the bank's files.

nsuraucc other than )&. or lire und marine insuramjdT nnd
ncluding such lines ii“nitomohile liability, worktncn’*Bmpcn-
mation and accident heulth, the three largest lines f*'olum c,
'ml miseclluncouyfics such its automobile nronrjy damage,
lability other tl"~automobile, automobile colljjyn, fidelity,
urcly, plate ng, steam boiler, etc.

insurant
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CATS AND rtn*nression used to denote highly
speculative securities. It is~Vticularly applied to non-incomj

bearing stocks of unccrtaiiuy no value; stocks acknowledged

be a gamble because ttyunderlying properties arc no”~"et
developed, and which ojpfrorthicss as bank collateral.

CATTLE LOAN~AMJIMPANY A companyorgj*ed for
the purpose c, Icndflg its credit to cattlemen for thjpurchase,
raising, and mark”~tg of cattle or other live stock”~fd referred
to in the Federniwcscrve Act as livestock loan companies. They
are sometimcifleparnte companies, but in moymstanccs arc
affiliated witinRr owned or controlled by State”national banks,
located at JBnicar the Inr~*c stockyards, or irjRodueing centers.
In many”~JJxtnnccs lhcse institutions arc ciRiccted with banks
spccialiifig in the livestock business, ani®*~c the same building
nnd offKrs. As affiliates, these compani~trc excepted from the
restupnons contaiitcd in Section 21-aM (  the Federal Reserve
ACj&i0 loans and investments to alfifintes or collateral loans on
t*"Robligations, the ordinary restjpaions on loans and invest-
ents being applicable.
rThc function of a cattle lo ~ company is to relieve lhe
~commercial banks from the tydcn of carrying cattle paper,.
which under normal circunpfanccs amounts to millions ojf
dollars. Very often these ccMpanies act as middlemen belwe4
cattlemen-borrowers and jJu ultimate investors, ie, the bmks
in the large centers. Sorn~Classcs of cattle paper arc also cjffblc
for rediscount and forJfbtkcl purchases by the Federal £jycrvc
banks.
SeeCATTLE LOAr

CATTLE LOJKIS Lonns made for the purpo”Kf financing
(he cattle indtsfry, which includes the purchas”or breeding,
feeding, graz*!, fattcnm;, and marketing ofcatyThey may be
divided int*hrec classes: feeder, stockcr~Imd dairy loans.
Feeder loj~arc made on beef steers rcadyjOT the last stage of
feeding IMOYI to their sale as finished bedyrhese loans range
from months' maturity. Stocker IUMS arc mtidc on cows
rbyding purposes, nnd on youngctt™i. They usually have a
yths' maturity, subject to 3 or 4 temwsils, and require about
5<Wmargin. Dairy ionns arc made fAR le purchase of high grade
vs and pure bred sires for the oppose of improving the dairy
jsincss. Their usunl maturity ytf months, subject to 4 or 5
~renewals.

The procedure in mnldK cattle loans is as follows:,
application of the borrov~f (2) sworn statement of the fini*Rd
condition of the borrqgvr; (3) inspection of borrowcr'~Kttle
with reference to locaflrn, brands, number, approximat~rciglit
per head, etc.; (4) s«trch of records to ascertain wh«cr any
liens against the brWowcr’s real or personal propei*fBcxist; (5)
execution of ch/Wcl mortgage in which the m:iilUBi value is

usuully at lcaMyu% above the amount of thcXrin: and (6)
executionof twuotc.
Under Se”J5200, par, (7) of the Rcvisci~fatutcs, which

contains liul<ations on lonns by National bnofir (also applicable
lo Stale jvmbcr banks) to any one pcrsojBObligations of any
lersoniotnc form of negotiable instrumen«r:ecured by shipping
locunants or instruments of title cover~grlivcslock or giving a
icnivTivestock, which urc secured 1\jfTby such collateral, are
jn I~ d to another 1556 of capital amWurphis in addition to the
lasic 10% of capital nnd surplus litruMion. P.L. 86-251, enacted
September 9, 1959, added a nc”rcntcn”e to this paragraph,
aimilnrly permitting Nntional ly xs (and thus State member
tanks) to make loans up lo 2Sflrof capital and surplus (rather®
nan tip to 10% prcviouslygffiplicablc general limitation) Qg
Icalcrs in dalry cattle whecnjHre obligations carry a full rccouy
Indorsement or uncondith”~nl guaranty of the seller and ris~Tu
ff the sale of dairy cattle/
SrCCATTI.E LOAN CtyAN V.

CEDULE In Euffpe, where the wnrchouse receit”K issued
in duplicate, the ‘*Cetpt", also called the "eedulc'?yipy, used
in transfers or mflI"nments, ns compared with the~”arrant" or
"bulletin” coay used as collateral for loans~rthe United
States, the wifflniouse receipt is not so Issued ig~plicatc.

See WARt"BUSE RECEIPT.
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..................................... New W Kk, N.Y., . e 19
This certifies that there h~becn deposited in this bank
sunt of Dollars s ..
Payable to the order of
on the day of M .o, 9

with interest thereon”Khc rate of per cent pcjRnnum,
upon presentation & surrender of this Certificaj®at this
Bank.

AuihorizggTtignuturc

CERTIFICATE OF INCORPORATION The charter
or frawnise which the original incornflruors of a company
rcceiiFrrom the Secretary of State of 0#Stutc of incorporation,
IcgjdR empowering it to act as a corp/flFion.
Fecapital stock.
certificate of incorporation "Veach type of bank or trust
‘intpany must be applied for fi*Rthc proper authority. Appli-

cation for a National bank ch”~~r is made to the Comptroller®

of ihe Currency. Orsanizinfiyate banks and trust companuj
apply to the proper State aujflority known under different titjj
e.g.," Superintendent of Mrks (New York). CommissionoAif
Banking (Massachuselt'O”Audilor (lllinois). A typical ccrUKalc
of incorporation for affJRcs of banking institutions corn** the
following information”)) name of bank. (2) location”) capi-
tal and number of*Krcs, (4) name, address, finam /ff worth,
and number of sh”~K of each stockholder, and (5)£nt the cer-
tificate is madc”~”~order to take advantage of offer the Na-
tional or StaiuS”~anking laws. The ccrtificatc~rexecuted in
duplicate; on~Kcipy for the Comptroller of ffffCurrency (or
State bank-.udnepartment), and the other for lUVnank.
SceARTJffESOF ASSOCIATION, ORGANI/.AffIN CERTIFICATE.

CERTIFICATE OF INDEBTEIffESS A short term
notiTjbrporate or issued by agovcrnffntal body, representing
flojjp g indebtedness (current dcbtl™p corporate certificate
ittldmtedness is merely an unsecuredrromissory note, the hold(
fing a general creditor's recmffe against the unpledged
fncral assets. U.S. Treasuryjfftificatcs of Indebtedness al
Fobligations with maturity of nuffver one year, which have beef
issued in the past with ni*F without coupons. Since 192j
Certificates of IndcbtcdnciffvL.'e being replaced by Trcas”
Bills as the U.S. Treasui®”®instrumenis of short-term finj/®
and since 1966 none ha”~Keen outstanding. When ou(sta#in|
Certificates of Indcbtuffess have been acceptable collaffral
secure deposits of Gffernmenl moneys. However, \ny haj
not been acccptab””o pay taxes, and income (het“om Il
been subject lo ajffcdcral income taxes. Ccrtificatffof Indell
cdncss have bc”Fissucd in bearer form, in denominations
S| .(KM). S5.<XX>ff0.000, SIOO0.tXK), SI1.000.000. SIffOO0.000, nil
S5iX1,(XK).000ffc latter two denominations iffiluble only <L
certain issuffiu the past. When available, TA"Kury Certificate
of Indebttffess have been suitable for the ‘ffcondary rescrvj
portion (ffnvcstinent accounts of com m cffil banks, as well
for in”*jrtment of tax reserves nnd eeffe liquidity needs
corporoums and other business units.
étMl . GOVERNMENT SECURITIES. J

2RTIFICATE OF INSPIffITON This certificate..
Combined certificate of wcightffid inspection, is a documel
which an importer may requirffne foreign seller to nccompail
the bill of exchange drawn”ffnst the shipment in accordant
with the terms of (hcapplioffe letter of credit. It is preparcdj
a trade association or condrri authorized to make inspection®
tests, and gives a deseriffun of the goods shipped by pacnrgcl
boxes, barrels, weighty contents, markings, etc., hut®pilm(
prices. 1 his inMruuuffis frequently required in the shiamcnt <
heavy and bulky ~“rtcrials and differs from a entente
analysis in that tSpatter usually applies lo goods r~Tiigh vah|
and small bulk. ,

SI't .LETTERfrff CRFDIT.

FMtisrr
5.C

CERTIFICATE OF ORTfICIN A certificate sometimes
required by an importer trAKurc that merchandise has oria
nated in a country in whiejffwas intended to be purchased. Md
is not being relayed ihfugh another country. An imrwtcr
sometimes desires to pi*zcl himself against purchasing ggRs of
a belligerent country”Pnich may masquerade as i
another. A certificjffof origin contains praciicnlly~tc same
information asas”y's invoice, gross and net wcighj®atcd, but
pric' omitted.

Ir., eacc tim fffic chief purpose of thiscertified is to protect
the most favoMgnntion clause in the customs ta&

See LETTIAfOF CREDIT.

certrRCate OF PROTEST
Seet&Arial protest certificate

PIFICATE OF STOCK
'STOCK CERTIFICATE.

*IRTIFICATE OF WEIG
SeeCERTIFICATE OF INSPECT!

CERTIFICATED STOffCS Those amounts of a con
modity which arc stored inffirchouscs approved by a commj
ity exchange, and whichy e certified as being deliverable
future contracts.

SeeFUTURES.

CERTIFICATION DEPARTMENT Thcffariment
of a bank which o ffifics checks. Among small hanffchccks are
certified at the tffing teller's window, but larger bptks maintain
a separate w iffnv or windows, usually adiaccffto the paying
teller's Wim\JW, whenever the volume of ccrtifrffion business is
sufficicntlvffTrgc to warrant a separation Trfunctions. The
certificntjiflrof checks is a part of the payijffclicr’s functions,
becauscffrtifyinga check is equivalent to;f'funa it.
Sreffm FIED CHECKS.

CERTIFICATIONS

CERTIFIED CHECK A check which certifies that the
signature of the drawer is genuine and that the depositor has
sufficient funds on deposit for its payment. The amount certified
is then set aside for the express purpose of paying the chec't and
payment cannot be refused because of insufficient funds. When a
bank certifies a check, certification is acceptance, l.€., the check
becomes i *obligation of the bank, instead of being an order on
the bank, (t is incorrect, however, to say that the bank
"guarantees" payment of the check.

The new Uniform Commercial Code (see. 3-111 (2)) now
makes specific the point that unless otherwise agreed, u bank has
no obligation to certify a check. When a cheek is presented al the
window for certification, the drawer's account in the ledger is
first inspected to sec that sufficient funds are on deposit lo cover
the amount which is immediately deducted from the drawer's
deposit balnnce before the check is certified. Certification
consists of stamping or writing across the face of the check lhe
word, "Certified"” or "Accepted"”, together with the date, the
bank's title, and signature of the officer authorized to make
certification.

Since u certified check becomes an obligation of the bank,
when a check is certified the drawer's account is reduced
(charged) and “ Ccriificd Checks" account (in the general ledger)
is increased (credited). When certified checks arc returned
through the clearing house or other channels, the account
"Ccriificd Checks” is reduced (charged). Thus the balance of
this account represents the total certified checks outstanding.

Although a bank is not obliged by law to certify checks for its
customers, among the banks in the larger cities, especially in
New York, certification business forms a very important scivice,
especially for customers who deal in securities. Certified checks
arc also extensively used in those types of business where it is
important to receive the equivalent of cash, without at the same
time using cash, such as in brokerage and security transactions,
payments of loans, und real estate transfers.
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CERTIFIED PUBLICACCOUNTANT

A check may be certified at the instance of cither the holder or
drawer. Where a holder obtains the certification, the drawer and
all prior indorsers are discharged (sec. 3-411 (1), Uniform
Commercial Code). on the other hand, certification obtained by
drawer of the check still leaves him liable in the event the
certifying bank should fail, before the check is presented for
payment. A bank may certify a check before returning it for lack
of proper indorsement, hut if it docs so, the drawer is discharged

(sec. 3—111(3), Uniform Commercial Code).

tant to whont a State has given a ccrtffatc to the effect that he
hffmet its requirements as to ugc”ricnlion, experience, and
hnical qualifications, as shown L#lhc fact that he has passed
flc prescribed examination. Thdttriidcr of such a certificate is
~permitted to use the dcsignutioi*PL'crtificd Public Accountant,’
or the letters "C.P.A.", as aj*brcviation, within the State oy
issue.

Slate requirements focffie C.P.A. certification general
require that a c.mdidutuffl) be a citizen and of high
character, etc.; (2) liavepKcquutc educational prerequisitc*omc
States require acollciyecrcc. with major in accountingffncrs,
at the very least, a UjpTi school diploma). Key requirciffit is to
pass a comprchenflre examination in accounting, b ffi theory
and practice; aoffing; business law; and in somTStatcs, in
Economics. examination is prepared by jffe American
Institute ofyflPrtificd Public Accountants, Iwfiddition, the
candidate is/Xquircd to have one to 5-years’ffpcricnce in the
offices of*IrC.P.A. or the equivalent. Intffsted parties arc
refcrfcdffThc State Education Departmcnt®rother appropriate
ugcnc\fft the Slate in which they intendyWbccomc candidates,
in or~” to obtain the specific requirc”pTits in the State con-
cern

KUOCKAPIIY
‘carey, J. L., The Account

FHeaded! 1962. . .
Roy. R. 11, and MacNf.ii.i*RH ., Horizons fora Profession,

1967.

CESTUI Q UE TRUITFf The beneficiary of a trust, oi*ie
person in whose favor”y trust operates. The cestui qucffusl
holds the equitable tii™ o an estate, wlfi’e the trustee lights the

legal title.
Seei rusts.

Profession: Where Is It

CHAIN BANKING As defined by the Boarder Governors
of the l:edcrjff<‘“erve System, "chain bankiaff indicates a
type of imili*K office banking in which the opcjffoiis or policies
of at least twee independently incorporated b”~cs arc controlled
by one (v#fiorc individuals. This control MM be accomplished
througlyTock ownership, common di‘'rct*rs, or in any other
mannwpermittcd by law. Generally speffng, chain systems are
builffound akey bank that isconside”ly larger than the other
b ;ffs in the chain.
TrenRANCH hanking,group iuj|Plno.

rCHAIN STORES Develrncnt of chain stores in the
U.S.A. was a sequential rathmffian a direct accompaniment of?
mass production methods. W furnishing many retail outlet®
served by ccniral warchoiffs, all under one general contra
chain store organization”™”;! form of mass mcrchandising”~Ts
the inevitable answer (uKiass production. Although the a&'c-
mcnt began in the '9fWthe F. W. Woolworth chain bd K the
oldest of the imporiuRsystcms, a rapid expansion begffm the
decade 1921-1930/ffT rapid, in fact, that by 1929 cuSpctitiou
among the variot“chuins effected a retardation of ffTs growth
and profit mnrrpT A fresh surge of expansion hnffccurred in
the post-WorldKar |l period, caused by such facMrs as increase
in populatiouRise in the general standard of ludPrg, the shift of
populntionffim the cities lo suburbia and "czffiia™, the rise of
shoppinexTntcrs, and the popularization of (ffnom c freezer and
giant-siiro refrigerator. These factors harried particularly to
devclffnient of the "supermarket” inJM food field, with its
tmp)f,i\on larger space and larger sulower customer.
principle, chain stores offer an fiffi plan of distribution of
Ifdardizcd non-perishable mercha”~pse, the demand for which

180 ENCYCLOPEDI )JF BANKING AND FINANJ

Iconstantdy recurrioffand in which the style factor is Lflnmpor
Int. Chains arc j*nicularly adapted to the follotwg lines:
hricty ("five anffens™, although even they havorfbng since
handoned suclfficc limits), groceries, apparel, c ~ Iy, gasoline
ations, luncMpncttcs, restaurants, sporting goJos, radio and

music (including records), houscWIld appliances,
bacco, ‘* n g ” stores (actually variety stor<”~vith pharmaccu-

(al budptop), and nutomobile acccssorjM. By eliminating

jddleoTi, credit custon crs, deliveries <Mi always), elevator
Jrvi*Rnd expensive ov :irhead charger the aim is to place
rtndise in the hands of the conjfPmer at a minimum of
mgrfup per unit, on a low cost, seljWervicc basis. The super-
set in particular has bein abfi*o achieve large sales per
Jstomcr and per store bccause”~”sclf-service, large wheeled
Tliarkct baskets, readily ncccssKc and attractively displayed
'goods, centralized high-speed Wrecking stations, and loading ofj
customer’s car in the convcniKt parking space provided.

in the grocery trade, cMfcially, the rise of supcrmark
mostly under chain contro#and thc mergers of small chajiysy
larger chains have led to ffcontinuous rise in the proporiiff of
grocery business doni”y organizations with 11 or mot#retnil
outlets

Thus, based on revised scries. 1971 sales of "KJrocory
Stores rose 4% to ffw high record of S82.793 millioffcomparcd
withS79,756 milWwn in 1970; compared to rise of 52pTor 1971 for
grocery storey?! organizations operating 1 more retail
stores, fromjdn.183 million to S45.235 millionffius accounting
for new higjKf55% of all grocery store sales i f f 1971, compared
to 54% igp970, and compared to 44% (oljyeries data) 10 ,he
early '61

A lljR I, annual sales of orgnnizationffperating Il or more
rctailkorcs showed an increase of VCM 1971 over 1970 for all
kinffof businesses combined. M u ltiffit organizations particu-
|I.q ff accounted in 1971 for sales in tffr chains of as hi<h as 76%

‘total sales, in the general ir.ercffidise groups and as high as
?7% in the department stores effip, both even higher "chain
'store” proportions than in the npccry field.

Vertical Integration. — Thffirge grocery chains and many ij
the smaller chains in this fiff have integrated "backwards”
the processing stage, onffiting their own dairies, bake
cheese manufacturing pMrts, coffee roasting plants, meal
ing plants, canneries, €M, leading to heavy volume of
sponsored brands fospislribulion in their stores in cooRe'iliou
with established n # °na| brands. Similarly, the nffl order
houses, operalinKAT.ins of retail outlets, have a laruffolumc in
their own sponsifled brands of various types of giff?- Besides
profitable contKT over pricing and quality cha”wicristics, an-
other advannffof such integration is the bnrgfflng position of
such chain”rdistribution of competing brandfful goods.

Public UMcy. — The rise of the giant, intuttutc and integrated
chains h»rp0>cd problems for them in roffrd to tho anti-trust
laws.~fged price discrimination practiuK, and discriminatory
Stattffxation. Chains, however, haveffjusted successfully to

reactions against their bigncsffalthough these factors
c«inuc to be problems. In particulff,lc growth of chains has

ffagonized independent retail miffiants. The late Edward A.
Filone, head of one of the In~~t department stores in the

~country, years apo went so RuJns to predict that chain stores
would drive the individual midenant out of business. Althougr
the independent cannot horffo compete with the chain in
buying und muss distrihuUBn, there is a definjtc place ft
independent merchant inffoviding differences in goods ct
service, hours of opcrffun, and "place utility” of f
convenience, even nvpoch a line as groceries which
amenable to chain stJc organization nnd operation.

Chain Store Maffjement. — In no line of merclITItI's'n8 ,s
efficient manageuffit more important than in cha'iffore opera-
tion. Upon thciwgmecnl and experience of the ceffnl executive
staff dependsffe success of every store. Staiffrdizcd opera-
tions makejffossiblc to centralize chain storeffntrol. A trained
staff, timt*~*number would formerly haveffcn nced.d for a
single la~prstore, can successfully controlKt operation of fifty
or moid~hain units. Detailed accountiff systems keep the
execjj#cs informed as to the progresffr lack of progress of
indiMiunl stores. Perpetual inventoricffeep them in close touch
wjr~hanges in public demand and ffre turnover. Elements of

ro management include: (1) purgjnses have to be so handled



CHATTEL MORTGJ

CHATTEL MORTGAGE A mortgage wid”~chatteS
instead of real nuflpcrty given as security, Mossole gooif
(personal propenpTsuch as railroad equipmenymtachincryi
furniture, autonomies or trucks, livestock, cron*etc., may
the chattels pigged in a chattel mortgage. In JMin, the chatlJ
mortgage is liflE the real estate mortgage, comJnuting a defensj
hie convcy~ce of the pledged property as srfurity for the loai
as well aij . promissory note evidencing.*!: personal promi
to pay tlpdcbi. One important similarituiof both real propert
mongers and chattel mortgages is lhaMBrdinarily there can *
no stjBnitulion of collateral, the mortaJgc in each case applyin
to tVspcciftc items described thcrcijdrthus in chattel morlgnpi
cwshould be taken to assure rcadiMUcntiflcation of the specif

Fns covered, because their mtwibility makes them liable
fnauthorized substitution. "AUiF-acquircd-propcrty clauses’
however, although upheld inJrcal property mortgages as
additions and betterments |jth mortgaged property, are m
upheld in a chattel mortgage* in fact they are sought to app®
additional items of personajfproperty,

Chattel mortgages ncwthelcss arc preferred by most 1dSOer
in financing personal “ipcrty transactions, to the cowption
bill of sale. In variutuJRlaics, statutes control strictly*rc tern
and procedure in d *iil of conditional bill of sale uwisactioi
and repossessioni®whereas the chattel mortgage irauld not
rigidly control gC lender's recourse pursuanjfPo mortga;
provisions

With cxpanfon in Consumer Creditantioth~Kirmsof lendit
on pcrsonal®opcrty in modern times, chauor mortgages ha<
long sincc”ascd to be regarded ns a sign o(&cukncss in n crci
risk,

CHI"P MONEY An expressi<®uscd to denote mom

CHECK As defined by the Uniform Commercial Code (sec.
3-104) nnd by the British Bills of Exchange Act, a check is: "a
bill of exchange drawn on a bank, payable on demand.”’
Commentators usually treat checks under the general classifica-
tion of bills of exchange, but checks differ from bills of exchange
also in that they purport to be drawn against a deposit, and arc
always payable on demand.

As defined by the Hoard of Governors of the Federal Reserve
System (footnote to Regulation J, pertaining to Check Clearing
and Collection), “ a check is generally defined as a draft or order
upon a bank or banking house, purporting to be drawn upon a
deposit of funds, for the payment at all events of a certain sum of
money to the order of a certain person therein named, or to him
or his order, or to bearer, and payable on demand.”

Under the Uniform Commercial Code, checks (along with
drafts, certificates of deposit, and notes) are "commercial
paper”, covered specifically by Art. 3 of lhe Code, which
represents a complete revision nnd modernization of the Uni-
form Negotiable Instruments l.uw. All such sscommercial pa-
per” under Art. 3 must have the altiibutes of negotiability
(signed by the maker or drawer; containing an unconditional
promise or order to pay a sum certain in money and no other
promise, order, obligation or power given by the maker or
drawer except as authorized by this Article; payable on demand
or at adefinite lime; and payable to order or to bearer); and if itis
adraft drawn on a bank and payable on demand, itisa "cheek".

Other definitions of acheck arc: (1) a written order drawn by a
depositor upon his bank to pay a sum of money to a designated
party; (2) an order on a bank (drawee) by a depositor (drawer,
maker or payer) to pay a certain sum of money to a third party
(payee); (3) an order upon a bank or banker for the payment of
money lo a stated party out of funds credited to the account of
the drawer. While a check from a legal point of view is an order
calling for the payment of money, in actual practice it is rather an
order for transferring bank credit used as a substitute for money
from one account to another.

The essential elements of a check are: (I) the words of
negotiability — "order" or "bearer" — express or implied. The
phrase “ Pay to the order of" imparts negotiability to the check
and makes it an unconditional promise to pay upon demand. The
single word "Pay" if used makes such a check not negotiable,
i.e., payable only to the person named as the payee; (2) name of
payee — person in whose favor the check is drawn. Checks are
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sometimes made out payable to Self, Currency. Bearer or Cash,
which makes them payable to bearer; (3) amount payable in
figures; (4) amount payable in written words; (5) name and
location of drawee bank; (6) signature of drawer or maker. In lhe
case of some corporations the signature and counter signatures
of designated officers arc necessary. The signature is the final
touch without which the c..eck is valueless: (7) indorsement. The
check should be indorsed as drawn, either in blank or by a
special or other indorsement.

The non-essential but convenient elements of a check are: (I)
location (name of city in which maker or drawer is located); (2)
date of drawing the cheek; (3) number of the check; (4) transit
number, indicating the name and location of the drawee bank
according to the universal numerical transit system.

In cashing checks, the paying-tellcr observes the following
points to insure against irregularities, informalities, or discrepan-
cies which, if unnoticed, mightinvolve the drawee bank in a loss;
identification of presenting party; date, filling; alterations; signa-
ture (authority to sign and forgery); stop payment; financial
responsibility; whether a home debit or drawn on another bank:
indorsement.

Checks should not be dated ahead (post dated), otherwise they
arc. in effect, time bills of exchungc. Checks should bo presented
promptly. "In the case of an uncertified check which is drawn
and payable within the United States and which is not a draft
drawn by a bank the following are presumed to be reasonable
periods within which to present for payment or to initiate bank
collection: (a) with respect to the liability of the drawer, thirty
days after date or issue whichever is later; and (b) with respect to
the liability of an indorser, seven days after his indorsement”
(sec. 3-303(2), Uniform Commercial Code). Banks usually refuse
to honor checks more than six months old. These arc known as
STA_E checks, since when checks arc not presented within a
reasonable time after they arc drawn there arises a presumption
of irregularity. The date is not an essential clement of a check,
nnd an undated check is valid.

The amount written in words should agree with the amount
written in figures and when there is a discrepancy between the
two the amount denoted by the words is the sum payable.

A bank is usually responsible to its customer for paying raised
or altered checks. A number of mechanical devices have been
invented to prevent the fraudulent altei ation of checks.

SeeCHECK PROTECTING DEVICES.

A bank is not required to make a partial payment on a check
whenever lhe drawer has insufficient funds in his credit to
make payment in full. Checks made payable to Casit. Currency,
or Self, legally require no indorsement when presented by lhe
drawer, but as a matter of practice, paying tellers request
indorsement as a type of receipt. In case the drawer himself
does not present ihe check so drawn, lhe indorsement of lhe
presentor, the drawer’s representative, should be requested by
the paying teller.

Checks may be classified according to method of collection
into live groups; (I) checks drawn on the bank in which they
are deposited for credit or cashed over the paying teller's
window, known as “own checks,” "self checks." or "home
debits"; (2) checks drawn on banks in the same city and which
will be paid through the clearing house, known ns “ clearinghouse
checks"; (3) checks drawn on banks, corporations, and individu-
als in the same city which arc not members of the clearing
house and which must be presented for payment either through
the city collection department of the clearing house, or directly
by messengers; (4) checks drawn on banks located at various
out-of-town points which must be collected through the Federal
Reserve Clearing System, or through correspondents or other
collecting agents, known as out-of-town checks, transit checks,
or foreign checks, and (S) checks drawn on, or issued by a bank
located in a foreign country.

SEe ALTERATION, CASHIER'S CHECK, CERTIFIED CHECK, CHECK
1I00K, CHECKING ACCOUNT, COMMERCIAL CODE, CREDIT IN-
STt.UMENTS, CROSSED CHECKS, DATE, KILLING, FORGED IN-
STRUMENTS, NEGOTIAIILE INSTRUMENTS LAW, SIGNATURE,
TRAVELERS CHEQUES, VOUCHER CHECK.
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DOW THEORY

St. Louis iW4.2Ss  Los Angeles ~j.?5s
Houston Ar 4.65s California M 4.00s
Kansas City ATr  4.00s New Orleans M 4.50s
Missouri 4.00s Detroit Js’ 4.50s
Chicago 4.00s Cleveland 4F 4.00s
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DOW JONES STOCJI AVERAGES
Yearly |

Indgirial! Traa%t@s uﬂs
Hoh  Low lov  Hoh

3s117 19] 189.11 128.07 144.61
294.07 152 157.94  91.65 108.62
10436  >79 11158 3142  73.402
g8g.78 1.2 4130 1323 361
108672 150.16 56.53 2343 3/
no.-jf 8551 52,97  33.19 53
141) 96.71  41.84 2731 5.78
IMO 14311 59.89 4066  36.08
T40 11364 64.46 2891  37.54
5841  98.95 33.98 19 25.19
~155.92 121.44 35.90 2% 27.10
15280 11184 3267 1M 26.45
13359 106.34  30.88 F4.25  20.65
11971 9292  29.28, 72331  14.94
14582 119.26 3835  27.59  22.30
152.53  134.22 48J 33.45  26.37
19582 15135 679  47.03  39.15
21250 163.12 T3l 4469 4374
186.85 16321  53.42  41.16  37.55
193.16 165.37j 64.95 4813  36.0-1
20052 161/2 5429  41.03 4131
235.47 % 77.89 5124  44.26
276.37 90.08  72.39  47.22
292.00 i.35 11253 82.03 52612
209379 55549 11221 9056  53.8
40433 27987 14623  94.84 o
488.4  388.20 167.83 137.84
521/5 462.35 181.23 150.44 U7
S5)/T7 41079 15767 9567, 7461
83.65 436.89 157.91  99.82  91.00

679.36 574.46 17356  146.2 94.70
685.47 566.05 16043 123 100.07
73491 61025 15292 135.90
726.01 53576  149.83 .86 13085

767.21 646.79 179.46, 542.03 144.37
891.71 766.08 22492 178.81 155.71

969.26 84059 2491 187.29  163.32
995.15 74432 27i 184.34  152.39
043.08 786.41 f49 205.16  140.43

985.21 825.13 59.48 214.58 141.30
968.85 769.93J E79.88 169.03 139.95
842.00 631.1 183.31 116.69 121.84

950.82 m 248.33 169.70 128.39
1036.27 275.71 212.24 124.14
Culled the R"poud Average through Dec. 3171>9.
Source — Dav. j&f\cs & Co., Inc.

DOW THEORY A theory of slock priceji*vemcnt, basj
upon intcM~tation of action of the D ' JONES Averaf
(Industrk*nnd Transportation Companig/”for indication [
dirccti(*of the "primary trend” (majo~pward or downwrl
movcj*ti). "Secondary movements~”nllics in a primii
dosswrend or reactions in a primary”~itrend) arc tempor;"
reyjKals of the primary trend. THE daily fluctuations
sidcrcd to be of no value indivjEfilly, but collectively mal
rth: first two movements. ClosjK for the Industrials and t|
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Transportation Cr~BFanies (formerly the Railroni®*™vcraKc)
only arc used asj* ! c data. The primary trend is ljwncd to the
tide; the secon*ry movements, to the wavcs:*Rd the daily
fluctuations, ii/c ripples. The forecasting ain2R applying the
Dow Thcor~pto determine the direction ofjJe primary trend
(tide), The/rimary movement, once establi/ed, continues in
the same/srcction, although interrupted”~/secondary move-
ments, ml there is a “confirmation” iwChange in direction.
The lapfstrials must be confirmed by thovransportution Compa-
nics”r vice versa, in the indication offFingc in primary Irene.
unfirmation™ in Dow Theory l/rnturc may occur (1) on
Skouts by both Averages in c”~Rr direction, up or dov/n,
5m a narrow band of fluctaluio”Hinc"); (2) by new highs or
I&ws made on secondary movj/enls by both Averages. The
rlatter interpretation is ptcfcri*~by Dow Theorists of modern
times. In a "bull market,” tg | secondary rise is followed
secondary reaction, the risc/ust exceed the previous secomuU”
peak and the low on the”~rondary reaction must not fall bWSw
the low of the prcvious”Kondary reaction. If this happc/Tthc
direction on the primaw”trend continues upward. If, fApcver,
both Averages fad inJncir secondary movements to ngnn the
primary trend, (e.c/fccondary movement high fails iBfenetrate
previous seconds/high; and secondary movem”~plow pene-
trates below th~ffevious secondary low), a chat®Rm direction
of the primnrc/end is confirmed from uptrend”~Kull market")
to downtrcn/t'-'bear market"). The new r/rarv trend will
continue i/Fthat direction, again interruow by secondary
movcmci™F until a new confirmation is"Fvcn of change in
primarv~A~nd. Each average must confinjpihe other, even if it
tnvols”~ra time lag so that the signal t*pFnange in direction of
prirr*Ftrend is late.
~ i “Dow Theory" evolved (rOM”E editorials of Charles H.
founder of the Dow Jones Inc., in the Wall Street
jrnal at the turn of the ccntii“/rhc "Dow Theory" is first
Found labeled as such in S. A. Nj/on's The A B Cof Speculation
r(1902). William Peter HamiltooflFho succeeded Dow as editor of2
(he Wall Street Journal, *Brticularly popularized the Do2
Theory by editorials thercJw particularly his famous cditotj
"A Turn in the Tide", n~fictobcr 25. 1929. Although iheJKII
Street Journal no longc~*Kmotes the Dow Theory by cdij*als,
etc., the Theory stilkjwTs many practitioners nnd prou/cnts,
notwithstanding miv~rcsults with its signals over the yflrrs.
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DIIAFT A written order drawn by one parly (the drawer)
ordering a second parly (the drawee) lo pay a sum of money lo a
third party (the payee). Oftentimes the drawer and payee arc the
same party, the draft being made payable to "Ourselves"”. In
reality, a draft is a bill of exchange, except that in this country
the term draft is customarily used in domestic transactions,
whereas, both terms, draft and bill of exchange, are used in
foreign transactions. A draft may he ntndc non-ncgotinble, but a
bill of exchange cannot. Drafts have all the chief characteristics
of bills of exchange.

Drafts arc of three kinds: (1) sight, demand or presentation
drafts, payable immediately, at sight, or on demand or presenta-
tion; (2) arrival drafts — a modification of a sight draft —
payable upon the arrival of goods al the destination of the
drawee nnd for which the draft has been drawn in payment; (3)
time drafts — payable at a fixed date, or a certain number of days
after date (the latter sometimes being called “days after date"
drafts).

A time draft payable 30 days after sight must be presented for
acceptance, and at maturity for payment. A 30-day sight draft is
payable 30 days after acceptance by the drawee, when it comes
an acceptance or obligation. Upon acceptance the drawee



becomes the acceptor and principal debtor, and is bound (o pay
the draft al maturity. The bank at which adraft is payable should
be indicaied on the face of the instrument by the acceptor.

Drafts usually arise out of commercial transactions in which
the buyer and seller arc located at different points. A draft differs
from u check in (hat it may be a time instrument drawn on un
individual, firm, corporation or bank, and the initiative for
payment of the goods is taken by the seller and not the buyer.
Usually previous arrangements have been made between the
buyer and the seller which permit the seller to draw drafts
against the buyer in settlement of all transactions between them.
Generally a shipper (seller) sends the draft drawn against the
drawee (buyer) to its bank to make a presentation and collection
with shipping documents attached. The shipper’s bank then
forwards the draft with documents to its correspondents in the
city to which the goods are destined. Instructions ore given to the
collecting bank to surrender the bill of lading either upon
acceptance or payment of the draft, the documents being
referred to as "documents against acceptance,” or "documents
against payment,” respectively.

Some drafts do not arise out of commercial transactions, but
to secure payment for securities sent from one place to another,
the draft being sent to a bank for collection with instructions to
release the securities only upon payment. Other drafts, without
documents attached, merely operate as "duns" or demands for
payment of bills past due.

arrival drapt, bill of exchange, foreign dills of

EXCHANGE, TRADE ACCEPTANCE.

‘hich a check or draft is drawi] hid from
iccted.

tiun or bank, ugainjj
which payment isi

D R AW E R /I party, whether an individual, & /, corporation
or bank, w I/i draws, i.e., makes, a chccla/aft, or bill of
exchange, /e drawer is also known ns the nxyrcr. In the case of
acheckjydrawcr is adebtor, and thcrcfo/ihe payer, while in
the cas”"SVadraft and bill of exchange tli*Giw cr is the creditor,
and oS'vcry often the payee.

IAWN bonds
fdemption by lot.
See CALLED DONDS.

Bonds eh have been called for

DRIVE An expression/ indicate a sudden attack up

security or commodity v/e s by sellers in an effort to ~

prices down. Section UArthe securities and Exchange

1934 prohibits manipuj®”e practices in such activity.
SEEMANIPULATION

DROP An, Pprcssion to indicate a fall idBccuritv or
commodity pri®

SeepECLtt
DUE I3/TE The date upon which anoj/urafi. acceptance,

bond, i/ith cr evidence of debt bccomc2/yablc; the maturity
date .i
Time to run.

JE FROM BANKS An v /’l account appearing in the
general ledger and financial stnJ/cnt of a bank to indicate the
aggregate amount of bulanci®/utstanding with and due from
other banks.

DUE FROM BANK/COLLECTIONS A contio/t
asset account appeari/i>n the general ledger and finMCinl
statements of a bankj/ndicntc the aggregate amount obfipt-of-
town checks in prt~rts of collection, but not yet I’]Vj&tO|C as
cash, through lltc”jfdium of collection agents or corj/iondcnt
banks. When tlu/m s are collected, the amount is*Klcd to the
account c ntitlj/’Duc from Banks," and subtraiWl| from this
account.

I&KADSTREET

FROM FEDERAL D/B3EKVE BANK (OR
[EDEhAL RESERVE BA/K ACCOUNT) An asset
count appearing in the gcncr/cdgcr and financial statementj

member or clearing mcmb/bank to indicate the balance dug *
o Federal Reserve Ba”yl'his amount represents appro”®
lately the cash reserve/fuircd by law to be kept witli®
I-dcral Reserve Bank.

UE FROM JEDERAL RESERVE J/N K,
OLLECTIO N j/ A contingent asset account n~Pnring in
c general ledgcaftd financial statement of a ban /i indicate
e aggregate o”/ccks in the process of collcctm/out not yet
uilablc as @Ml reserve through the agcncy jf the Federal
cserve Ban/W hen these items arc college, the account
| titled, "afc from Federal Reserve Bunkj/increased, and
camouj/ubtractcd from this account.

1U rROM FOREIGN EX<”~ 9YVNGE DEPART-
An asset account appearmu . on the general ledger or
, cial statement of n bank to U/catc the aggregate funds
trusted with the foreign deparn/it for use or investment in
reign exchange operations. Th~~crations of a foreign depart-
nt are usually considered ag/tinct from those of the rest of
c bank, and its bookkccpin”®/cralions arc kept separate. Thi»
m represents the accountably of the foreign department;
bank.

[ UE TO B AN K S/ A liability account appearing”/the
Jjncral ledger or fic/cial statement of a bank to indi/Te the
Btgregutc amount/cposited by banks as distingui®d from
individuals, firm~nd corporations (other than banki/corpora-
tions).

DULL j4a~Exprcssion used on astockorcor/odity exchange
toindicn”/active trading, and that little in t/s t is displayed in
the moy~Tent of prices.

DUTffMY A term used in connectic”/ith directors, officers,
sU/holders.ctc., to indicate a pcrso/ho acts for another, but
go has no real responsibility or liaj/ty . He is merely placed in
nice to complete the number reefed by law or for publicity

~purposes.

DUMP To offer sudden for sale large blocks of security
on the market for the purg lof disposingof them rcgardlcs/f
the prices offered; to~ |IToad large blocks of a securi/W
securities.

In a commercial s /c this term is used in connecU/ with
international tradc/vhcn one nation floods the j/k ct of
another with largc/amitics of accrtaifccoinmodity*”*ommod-
itics at prices lo /r than they can be purchased jjJgOMec. or in
other foreign j/ntrics, the foreign nation is sai”™/bc dumping
its goods in tI/th cr county’s market.

DUN "pRADSTREET Theoldest;/ birgest mercantile
ngcnc/T the United States and of thcjprid, supplying credit
infoc/lion nnd credit ratings on nnd2 / all types of business
coo/ns. The present company, i/ i & Bradstrcet, Inc,,
rdfRscr.tsan amalgamation, ns of fjJMreh I, 1933, of (wo nation-

Dc credit information agencies/®*- G. Dun & Co. and The
frndstrcct Company,

Lewis Tappan, pioneer crcdi/xccutivc and originator of litc®
idea of centralized credit rcn/ing, was first proprietor of
Mercantile Agency, which”r founded in 1841. Succession”™
proprietorship of The M ci/itilc Agency was as follows:
Tappan & Co., 1841-IffETTappan & Douglass, 1849—1"
Douglass & Co., 1854/59; and R. G. Dun & Co.
The J. M. Brndstrect*TSon's Improved Mercantile "Mty was
founded in 1849, aoAPVas incorporated in 1876 as Tin  Kd.strcct
Company, contim /i as such until the merger with I j. Dun &
Co. in 1933. JolI~”"I|. Bradstrcet was u dry good”~fl :hant and
lawyer who hal/icquircd a substantial file of urination
in lhe procc«2BT liquidating a large estate.
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rRegulation T to cover all hr/Crs ami dealers and thus brinrv
under the new Margin retirements all brokers and denied
handling Over-lhe-Countcu/ounls exclusively. AF

Ainciidmcnts to Rcguk/ns G, T and U, effective May bjlg lo
lowered Margin rcquivnenis from 80% to 65% forAEdP
extended by brokcrs”Bealcrs. banks, and other Icr/fs to
finance purchase o/rocks; and from 60% to 50% J/crcdit
extended by suclu/sons to finance purchase of ;/vcrtiblc
bonds. No chunu/'as made in the 70% rctcminnfrjuircmcni
applicable to un/Fmargined accounts. Jw

.SYcmargi®/quirf.ments. AF

Regulation/— Credit by Banks for the Piu/sc of Purchas-
ing or Carj/ie Margin Stocks (formerly, to amendment
effective~*y 8. 1969, entitled Credit by |y /s for the Purpose
of Purcl/ng or Carrying Registered Stt"K). Sec SUpra under
Regul/6n G and Regulation T; ant/Be margin require
MI: .

filiation V — Loan Guarantcc/br Defense Production.
Cidcs that rates of interest, gua«rec fees, commitment fees,

Kl other charges which may be i u / with respect to guaranteed
roans and guarantees cxccutu/hrough the agency of any
Federal Reserve Bank undei/E Regulation will from time to
time be prescribed, either xd/ically or by maximum limits tw
otherwise, by the Board ofj/crnor.s after consultation with JW
guaranteeing agencies des/ated in the Defense Productioi/ct
of 1950, ns amended, and/rlincnt Executive Orders. Aw

Regulation Y — Holding Companies. Effcctiv
15. 1968, Regulatioj/~ was revised, primarily lo u
Regulation eonfo r/to the provisions of the Banfl
Company Actam j/mcnts of 1966. Ar

Regulation 7.AJfliis new Regulation, Truth in/fiding, was
adopted cffcctIfIT July 1, 1969 lo implement TJA[1 (Truth in
Lending AcUfflInd Title V (General Provisions)~*lhe Consumer
Credit Pro2*1 on Act. Ar

Thcdis/itinucd regulations. Rcgulationi/nd Regulation X,
were to/mated in 1952. Regulation M/Consumer Credit,
governor down payments and length of t/iiritics on instalment
ered /i amounts of $5,000 or less in ~/c ction with consumer
d m /e goods, pursuant to the last st/tory authority therefor,
11/1)cfcnsc Production Act of 1J/, amendments lo which

~Krovecd June 30, 1952 rcpcalt/thc Board's authority for
/gulation of consumer credit, iy /tive May 7, 1952. the Board
Tad suspended ihe regulation, M

Regulation X, Real Estate~”edit. regulated credit extended]
for real estate construction~~sidcntial and non-residcntial. AM
specifying maximum loan/ilucs, minimum down paymim
maturities, and am ortiznt/ required. Pursuant to the nrosj/ns
of sec. 607 of the UEICAF Production Act as amended, tu/scc.
503 of Executive Ord/N o. 10161. as amended, the B o / with
the concurrence o f/e Housing Home Finance Adinfl~*trator,
announced the bet/iing on September 16, 1952 o fj/icriod of
residential crcdib/ntrol relaxation™ and the susrv/ion of the
Hoard's Kcguh/n X. effective September 16. J( /.

In addition/ the published Regulations Af[\\C Hoard
Governors”/lie Federal Reserve System, tlj/oard of Go
nors also z/k ¢ available llieir Published lu/prc(ations ofHc
Board of/overnors, explaining points of j/e ral interest inflfic
Kcgul/ms, which also appear in the E //vr/ Resenve BU|tj~
Encl/Federal Reserve Bank also pid/hcs arabic-ntinilgffcd
cirg/rs for “operating letters"” for (/guidance of its mctgpcr
h /F i on forms and procedures.

VIBLIOGRAPIIY

_Board of Governors of (he;
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Settlement ok/dances arising among Federal®

arising as ily / siili of imcr-disirict collections
Seeinij/isthict sr.nlement fund.

pemen
serve Ba
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FEDERAL RESERVE/RANCH RANKS Bankg
operaling as branches of az/lcrnl Reserve bank. The Fcdci
Reserve Act liutliorizcsi/dcral Reserve banks lo cstnhj
branches without limit :iHO number under regulations ap p/c d
by the Federal Rcscrs/ioard of Governors, but eachJ M nch
must be within the bt/darics of the Federal Reserve il/ic t of
the Reserve bank”Riich establishes it. At the da/of this
publication twen/rour branches had been cstnbli/d. As of
mid-1970, how<M, the Federal Reserve Bank </\tlanta re-
ceived the ar/Tvnl of the Board of Govcrno/to plan the
estahlishincn/Tnn additional branch for that 17 j/ict. al Miami.
Florida.

For (huMmndurics of the Federal Kcscu/districts and the
areas :=/d by (he branch banks, sce/rip under Federal
RescrwDistricts.

Location of Branch Federal Iflxcrvc Bunks

District Branches
1st District, Boston tone
~2nd District, New York ~Buffalo
3rd District, Philadelphia None

4th District, Cleveland
District, Richmond
District. Atlanta

Cincinnati, Pittsburgh

Baltimore, Charlotte

Birmingham, Nashs ille, »
Jacksonville, New

District, Chicago, Detroit
District, St. LoijJ Louisville. Memplig
l.iltle Roek
9th District, Minj/polis Helena
10th District, j/rsas City Denver, O klahj/i City,
Omaha
1ith Distrio/nllas Houston. E /iso, San
Antonia

12th D is j/i, San Francisco Seattle, QBTtland, Salt Lake

Cily~/s Angeles

JEKAL RESERVE BULI/TIN The official organ
The Board of Governors of the/fe ra | Reserve System. It is
I monthly under the dirccti(/Bf the staff Editorial Commit-
e, which is responsible fo~/inions expressed, except in
official statements nnd signe/articlos. Copy of the Federal
Reserve Bulletin is sent to A ch member bank without cha
Member banks desiring ad/onal copies may secure them :
special annual rale (as Otjfflb) of $2. Regular subscriptioni
is Sfi per annum or 6 0 /e r copy, in lhe United Stales ,
possessions; Bolivia/canada, Chile, Colombia, Cosi/Kica.
Cuba, Dominican Ri/blic, Ecuador, Guatemala, Haii/tcnub-
lic of Honduras, j/cic o, Nicaragua, Panama, Parj*~iy, Peril,
El Salvador, Urqg/>y, nnd Venezuela. Elsewhere. *suhserip-

tion rale is a2— M M B HW.I
is 5(V per

copy per month, orS5 for 12 months.

FEDERAL RESERVE CHECK COLLECTION

SYSTEM The Federal Reserve Act authorizes the Board of

Governors of the Federal Reserve System to require each
Federal Reserve Bank to "exercise the functions of a clearing
house for its member banks." Although the Federal Reserve
System began operations in 1914, the cheek collection system
was not established until July 19]6.

The purpose of the Federal Reserve check collection system
was to correct the defects of the methods previously employed,
and particularly the following abuses: (I) circuitous routing of
checks which grew out of the efforts of banks to avoid exchange
charges, nnd which resulted in great delay in the presentation of
items; (2) inequitable distribution of exchange charges between
Eastern metropolitan banks and "country" banks; and (3)
excessive exchange charges.

At the present time, the Federal Reserve check collection
system is efficiently organized, and through its instrumentality,
out-of-town items arc passed directly, economically, and at par
among member banks and clearing non-member banks, i.e., non-
member banks on the far list. Consequently, the only banks
which do not participate in this collection system are such non-
member banks as are not on the par list.

ENCYCLOPEDIA OF BANKING AND FINANCE



FEDERAL RESERVE CIRCULATION

When a member bank transmits out-of-town checks to a
Federal Reserve Hank to be collected from another member or
clearing non-member bank, the sending bank is immediately
credited in the collection or “float" account of the Federal
Reserve Bank. That is to say, the amount of the checks so sent
docs not become available as reserve credit until the checks are
credited as collected pursuant to the automatic liming provided
by the "Schedule Showing When the Proceeds of Items Become
Available" (Deferred Availability Schedule), of each Federal
Reserve Bank. In this Schedule, the United States is divided
geographically as to items payable at specified Federal Reserve
Bank or Branch cities, and those payable at banks on the Par List
in localities outside of such Bank or Branch cities. The deferred
credit, after one day or after two days (depending on the cities
where the items are payable) after receipt, “ripens"” automati-
cally lo credit to the reserve account of the member bank at its
Federal Reserve Bank. The same procedure applies as to items
received on out-of-town points forwarded by non-member
clearing banks, their account at the Federal Reserve Bank being
a "clearing account” rather than reserve account.

Federal Reserve check routing symbol system: Expeditious
collection of out-of-town checks, prepared in packages with
accompanying listing of amounts of individual checks ("cash
letters"”), is aided by the check routing symbol system, a
numerical code indicating basic information needed in collec-
tions, which was developed by the Bank Management Commis-
sion of the American Bankers Association and the Committee on
Collections of the Federal Reserve System. The routing symbol
for Federal Reserve Bank purposes is the denominator of a
fraction, the numerator being the aha transit number assigned
to the drawee bank. The combined symbol is printed on the
upper right hand corner of checks in uniform type. The routing
symbol (denominator of the fraction) is composed of not less
than 3 nor more than 4 consecutive digits printed close together.
The code value for handling of collections may be summarized
as follows:

1. In the case of a 3-digit routing symbol, the first digit
indicates at a glance the particular Federal Reserve district, and
the digits run from 1 to 9. as follows:

Boston | Atlanta 0
New York 2 Chicago 7
Philadelphia 3 St. Louis 8
Cleveland 4 Minneapolis 9
Richmond 5

The second digit in a 3-digii routing symbol indicates the head
office of the Federal Reserve Bank, or of the branch serving the
territory in which the drawee bank is located. Head ollice is
indicated by the digit "1". Branches, if any, arranged alphabeti-
cally arc indicated by the figures 2" to "5". Figures "0" to "9"
are reserved to indicate special collection arrangements.

The third digit in a 3-digit routing symbol indicates whether the
item is receivable for immediate credit or for deferred credit
without regard to the standard days of deferred availability, and
the State in which the drawee bank is located. The figure "0 "
indicates items receivable for immediate credit, if received in
time to be cleared the current day. All other figures, 1" to "9",
indicate items receivable for deferred credit and also designate
the State (arranged alphabetically) in which the drawee bank is
located, parts of Slates, or certain cities.

2. In the case of a 4-digit routing symbol, the digits have the
same meaning as those in a 3-digit routing symbol, except that
the first two digits indicate (he 10th, Iltli, or 12th Federal
Reserve Districts, as follows:

Kansas City 10
Dallas n

For Federal Reserve adaptation to the new era of automation
in check handling, including use of magnetic ink-encoded
checks. automation.

Federal Reserve charges for collections: Originally, in July
191ft,, when the Federal Reserve Banks initiated their plan for
clearing and collection of checks, a charge of not exceeding 24
per item was made, pursuant to authorization (<till existing) in
sec. 1ft of the Federal Reserve Act. Charge was gradually
reduced, so that by tho close of 1917, the maximum charge was
I''sC per item, As of July |, 1918, the charge was entirely
eliminated by action of the Federal Reserve Board, and it has
never been rcimposcd.

San Francisco 12
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Par and Non-Par Banks: Member banks and non-member
banks clearing through the Federal Reserve Banks must agree to
remit collection items at par. Each Federal Reserve Bank stands
ready lo collect free of charge checks as well as certain other
types of non-cash transit items, but banks still prefer to utilize
the services of correspondent banks for collection of non-cash
transit items requiring special handling. Such items may be
forwarded to correspondents, irrespective of their membership
in the Federal Reserve System, but it is stipulated by the rules of
the New York anil other Clearing Houses that if the correspond-
ents arc in the System, items forwarded to them cannot he
collected under any other terms than those prescribed by the
rules governing Federal Reserve collections as regards exchange
and time outstanding, it should be noted that nothing in the
Federal Reserve Act or Clearing House rules prohibits banks
from charging customers placing items for collection, and such
collection charges are customary in properly costed accounts.

As of June JO, 1972, there were on the par list of the Federal
Reserve System atotal of 13.523 banks (5.715 member banks and
7,808 non-member banks), compared with 247 banks not on the
par list. The par banks had total branches and offices of 23,840
locations, compared with 142 branches and offices for the non-

ar banks. By comparison, as of December 31. 1959 there had

een 11,695 banks on the par list, and 1.690 non-par banks; and
twenty years previous to that date, the total number of par batiks
was 11,757 banks, compared with total of 2,719 non-par banks.

See AUA TRANSIT NUMBER, AUTOMATION, CLEARING HOUSE.
FEDERAL RESERVE INTER-DtSTRICT COLLECTION SYSTEM, INTEK-
DISTRICT SETTLEMENT FUND, SCHEDULE SHOWING WHEN PRO-
CEEDS OF ITEMS WILL IIECOME AVAILABLE.

Set FEDERAL RESERVE NOTES

EDERAL RESERVE
clvc Federal Reserve i
rve bank has a number,
crates. The twelve
.tricts in which thci

[TIES The cities in which tit
;s are located. Each Federal,
responding to the district in wh
fcral reserve cities, together
located, arc:

1. Bostor é Chicago
2. NewJdWk St. Louisi
iliMFlphiu 9. Minucufjtis
Cinland 0. Ity
nmontl 1. Dalla
lanta 2. Siivrancisco

See Fj fr.KAL RESERVE BRANCH BANKS rF.U.RAL RESERVE
STRIP

5RAL RESERVE CREt"T Total volume of
Fal Reserve credit outstandinc”rihe "supply” which the
J:dcral Reserve Banks have cyyibutcd to member bank
mserves, and consists principa”r of earning assets of the
Tderal Reserve Banks: (1) h~Vdiscountcd; (2) bills bought,i
Jtlicr outright or on rcpurdtfTc agreement: (3) advances tij,
lembcr banks; (4) diseoniiuflor member banks: (5) holdingsj
I.S. Government sccuritii®*”ithcr outright or under rcpurclj
Ircemcnls; nnd (ft) all tw r Reserve Bank credit. Inclm j~in
le miscellaneous fornyof Federal Reserve Banks' ciyt is
lloal", or dillercnccAtwccn items at Federal RcserM”J.inks
J process of collects and total of deferred nvailahiljj*rcdits.
Rich diirorence i~roscnting credils to accountsJ clearing
lember and nor»cmber banks before charge tojj*vco banks
non actual coUATion.
j Also inclujjy in the miscellaneous forms ofjM crnl Reserve
edit is tIMcnlcli-iill classification, "Othc~”Kdcral Reserve
|sscts”, JrNCh in recent years includes an”iportant interna-
jiinal WM. holdings of foreign currcneia#veliccting "swap"
lircigntfTclinngc arrangements with fon «i central banks and
|(lictEpcratioiis in foreign exchange”ncrnalional Monetary
liiiMCold deposited; ns well as Fedc~Kescrve Banks' invcst-
fi#Tin bank premises and other assy
Tuch "Oilier Federal Rcscrv~”sets” ore now reported
Foss, instead of net as formg~Tafter deduction of capital
Recounts (capital paid in, surpl”*F and other capital accounts).
Ithcr liabilities, and accrued Jffdcnd*. The total of these latte
Icins is now shown gross (j*nself os "Other Federal Reset
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BOUNDARIES OF FEDERAL RESERVE DISTRICTS AND T1IEIR BRANCH TERRITORIES
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NEGOTIABLE

Gross Natjwul Product; Receipts and Expend
Y Major Economic Groups

J (in billions of dollars) J
W Calendar Years 1970- 197J"T

& R

NO R ®
e B o3 e B S

Rarsos:
Disposable pc
income
Personal ct*um piion
expendfnres ..o
Persou™prct saving ,
Utssiitrs__
taincd earnings
G ré& private domestic
ESEMCNL Jf
eess of jnvestment,
motlonal:
et transfers to
foreigners by
persons and government £f. 3.1
Net exports of goods
and services ... Jj?7..
Excess of orts
Goverpment ede[al,
tate and local):
Tax and nontax reacts
oraccruals ...J .... 3005
Less: Transfer®
interest and
dies( N e t .. 94.2
Equals: nejfflcccipts ... 206.3
Total Gmflrnment
CXPI"MUIES i &
l.css:jptinsfers,
and subsi-
) f
s: Purchases of
ds and Services ... J
urplusor deficit on
income and product
account ...
Statistical discrepancy M. -4.5

Gross national product 974.1

5669.9

Note: Totals may var“ecausc of rounding,
p— Preliminary.

S722.6

+54.1

135.3
-36.0

3.6

313.6

94.2 03]

219.4

9741 @, 046

Source — Council*Economic Advisers, Annual | 197

reasoned, would provide (hcJfrcentive for additional drilling
discoveries for proving l}i’nthe potential reserves. Bee,
Natural Gas reserves are JVund often in conjunction with/lu
oil wells, the two naturalresources are intertwined ins”™ar
incentives and additiiil exploration for increased Contest
supplies are conccrni:

Seeon., pum.ic i« iitv industry.

mUUOGR, \MY
Arerican Gas Asocial in. Gas 1Hility Aot

NEGOTIABLE Whenaninstrumentis negotiable, legal title
thereto may be transferred from one person to another in such a
manner as to constitute the transferee the holder. Negotiation
may be accomplished by mere delivery, if the instrument is a
bearer instrument; or by indorsement and delivery, if the
instrument is an order instrument. The holder of a negotiable

instrument may sue thereon in his own name, and payment to
him in due course discharges the instrument.

The most important attribute of negotiable instruments is the
superior position of the holder who isaholder in due course,
who holds the instrument free from any defect of title of prior
parties, and free from all defenses except the "real defenses™
available to prior parties among themselves, and who may
enforce payment of the instrument for the full amount against nil
liablc-partics. For the requirements of negotiability, see: see. 3-
104, Uniform Commercial Code, which has been enacted in the
various States.

See neootiaulc instruments, negotiable instruments

LAW.

;iilUc all forms o( negotiaiill Prumknts, and other paper
Hiich is negotiable by merely livery, €.9., bearer checks,
rafts or notes, bearer bonds >nd coupons; or by dclivcri



receipts call for delivery
be considered negotiable
they may be negotiated® made order documents. Simila”K in
the case of securities doctrine of "bona tide purchyr” is
analogous to that of 1™ Ic r in due course applicable to n~fotiublc
instruments, in that#jch a purchaser for value in goo”ailh and
without notice offfhy adverse claim who takes d*vcry of a
security in bcaroMorm or of one in registered formatted to him
or indorsed itmim in blank, acquires the security free of any
adverse claijvTn addition to acquiring the righurof a purchaser
(sees. 8-30mi) and 8-302, Uniform CommcrckyCodc).

Negoti*e documents, therefore, is a“crm employed to
designaJdTall paper which may be negotiator whether negotiable
instruments or not.

rvrclumdisc, and while they canu
r lruments in the technical scnsc”ill

NEGOTIABLE INSTRUMENTS Written orders or
promises to pay money which may be transferred from one
person to another by delivery, or by indorsement nnd delivery,
the full legal title thereby becoming vested in the transferee; and
the negotiation of which to aholder in due course, gives such
holder the same rights as the original payee (promisee) free from
defenses (except the “real” defenses) which might defeat them.
Thus, a holder in due course who has purchased a negotiable
instrument and secured title by negotiation is the absolute
owner. He docs not merely purchase as good a title as the
previous owner, as does a mere assignee.

Negotiation is achieved (1) by delivery, ie., by merely handing
it from one person to another, when the negotiable instrument is
payable to bearer; or (2) by indorsement, and delivery, when
the negotiable instrument is payable to order.

Any writing to be a "negotiable instrument” within the
meaning of see. 3-104 of the Uniform Commercial Code must:
(a) be signed by the maker or drawer; and (b) contain an
unconditional promise or order to pay a sum certain in money,
and no other promise, order, obligation or power given by the
maker or drawer except as authorized by the Code (see. 3-112
authorizes an instrument to include limited obligation or power
besides ihe promise or order to pay a sum certain in money); nnd
(c)be payable on demand oral adefinite time; and (d) be payable
to order or lo bearer.

The principle negotiable instruments in the United States arc
checks, bills of exchange, promissory notes, and acceptances.

Sft'Nt.GOTIAIIl ESECURITIES.

ing lo negotiable insAimcnts, which has undergone t£ t major
attempts to uchicvcOK-'atcr uniformity among ".he varjJRs States:
(1) the original UWiorm Negotiable Instruments Ifv (UNIL),
which beginning#! 1897, was legislated by all the”~rious States
with, howcvcjpKuriniions and departures froni~c “uniform"
model for srffilic States; and (2) the Uniform GMimcrcial Code
(ucce). constitutes a more comprchfflsivc attempt to
achieve ~Kitcr uniformity in the fields ohm.iks. commercial
Paper, Jwik Deposits and Collections, Lflcrs of Credit, Hulk
Traiisj®. Warehouse Receipts, Hills ugJLading, other Docu-
Tillc, Investment Sccuriticmd Secured Trnnsnc-
~including sales of accounts, papcr, and contract

Fts. The UCC, first oirorod to | for adoption in 1952

| first enacted by Pennsylvania® rl953, was liy 1971 adopted
[r.every State except Louisiana”™ lalso adopted in the District

rof Columbia and the Virgin Islat

The term "Commercial Ijffilr" of the UCC comprehend
"negotiable instruments™, LI"ubjcct of lhe UNIL.

Prior to the cudificntioiwmd enactment of the UNIL, tWim
growing out of litigation iMeerning hills, notes, and chcck”~Kcrc
governed by ease lawj*so-cnllcd “law merchant"—a\JmAyof
rules, customs, nud”Hnciplcs which had been pra”~red for
centuries in EngluMbnd recognized legally by theJMr courts
beginning in (lie ljjycentury, particularly by the faijyis English
jurist, Lord Mat~cld, sitting on the Court of Kinn~tlcnch. The
ease law. bas”~”~m the law merchant, and involw g litigation in
modern cime”~K well, is resorted to still in tho”r trare cases not

rcovcred
Codes. The first statement
was the British Bills of FjjPfangc Act, enacted in 1882.

American UNIL was to njpgc extent influenced by the Eni~h

- MIMU—IMIL» * -\ —

S.H

negotiabi”™Tnstruments law

“on all fours" or tit"inoi points arisin™. under thea
principles of the law merchai®

law.
The UCC iscomposgf~f ten Articles, as follows:
Article |, GeneraljMftisions. — Part I, Short Title, Obstruc-

tion, Application nnAftubjcct Matter of the Act; Parlor General

Definitions and Pn»ples of Interpretation.
Article 2, Part 1, Short Title, GencrnlJKjnstruction.

nnd Subject M~ gr; Part 2, Form, Formation andRCeadjustmcnt
of Contraction 3, General Obligation and”™onstruction of
Contract;

4, Title, Creditors and Good”~nth Purchasers;
Part 5, Pe~frmancc; Part 6, Breach, Kcpu”Rtion and Excuse;
Part 7, Rwncilics.

Arti~S. Commercial Paper. Rcprodu”ft below.

Antfre 4, Bank Deposits and Coll*”ons. Also reproduced
bclo”in view of the provision that”~ticlc 3 is subject to the
pensions of Article 4.

uticlc 5, Letters of Credit

rArticlc 6, Bulk Transfers.

Article 7, Warehouse Rcce
noctimcnls of Title. — Pa
"Receipts: Special Provisio

Mills of Lading, and Otlieri
General; Part 2, Warcliousu
Part 3. Hills of Lading: Spcti®
Yovisions; Part 4, W. Receipts and Bills of LaiWg:
jencral Obligations; Warehouse Receipts andJ ijfl of
-ading. Negotiation an~rransfcr; Part 6, Warehouse

Imd Bills of Lading: Mfccllnncous Provisions.

Article 8, Invcstcvnt Securities. — Part I, Short”itlc nnd
jencral Matters; ly t 2, Issue — Issuer'’; Part 3, Purcj®ic; Part4,
Registration.

Article 9, ScXlcd Transactions; Sales of Accufhts, Contract

[Rights and CbflRcl Paper. Also reprodtiecd MOM in view of the
provision tty~Article 3is subject to the provisos also of Article

Articly#?, ElTectivc Date and Repealer.,
of persisting although rcdrad variation in the
~provisions of enacted Stnte”ersions of the UCC,
:c should be made to the pabular State law in each

tujflffiction, along with the intcrprcli”®; ease law of the jurisdic-

which sometimes has constraJfl particular statutory provi-

sions with variation as comparedjmilother jurisdictions.

Text of Articles 3. 4 and 9 0IJmTe UCC is appended herewith,

jor general information and :iwonsis for noting the variations

Icpnrturcs therefrom by thc~rticular Slate’s statutes.

Commercial Code
Article 3
L'ommerclal Pupcr
Part | )
ft Title, Form and Interpretation

This Articl*Khnll he known and may be <~!l as Uniform
Commecrcinltide — Commercial Paper.

SectionJnN02. Definitions and Index of -

(a) "Ksuc™" means the first delivery mt}a
lioMewr a remitter.

(I"KAn "order" is a direction to XJWand must be more than
\M\i reasonable certainty. It ma>"~addressed to one or more
Teh persons jointly or in the nltcJHtivc hut not in succession.

(c) A “promise” is an undocking to pay and must be

(d) "Secondary party” u«ins adrawer or endorser.

(c) "Instrument" me:i«W negotiable instrument.

(2) Other definitions”plying to this Article and the sej ns

“ Acceptance"”. ScaFn 3-410.

"AccommodatiouMnrty” . Section 3-415.

"Alteration". S~non 3-407.

1”7 Sdi“ns-a11.

“Cheek",jflrtion 3-104.

“Dcfinit"Wie". Section 3-109.

Section 3-10~T Short title.

(1) It~pis Article unless the context ot
niutfnthorization or request. It mu~flnentify the person to pay
than an acknowledgment of atwoligalion.
in which they appear ul

"‘Certi_ficatg_o’\rpos_it". Section 3-104.

"Dishoo”'. Section 3-507.

ENCYCLOPEDIA OF BANKING AND
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COMMITTEE REPORT

SENATE
FURTHER: None
3/31/80
Date:
Mr. President:
The Committee on FINANCE has had SB 288

making a special appropriation to the lzaak Walton League, Anchorage chapter

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)

[ 1 same title
[ 1 replace with CS for f ] new title

and recommends

[ 1 AND attaches a "Letter of Intent” [ ] New Fiscal Note

[ 1] reports it back without recommendation

[ 1] referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
CHAIRMAN

S 60 (Rev. 12/78)



COMMITTEE REPORT

SENATE
FURTHER: (jinance?™)
5/5/79
Date: 5- *7 /*/Sd
Mr. President:
The Committee on COMMERCE has had SB 288

making a special appropriation to the lzaak Walton League, Anchorage chapter

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[YTF [ ] do not pass

[ 1 do pass with attached amendments(s)

[ 1 same title
[ i replace with CS for [ ] new title

and recommends

[ ] AND attaches a "Letter of Intent” [ 1 New Fiscal Note

ti/T reports it back with«af”recommendation$S

[ 1 referred to the Commi ttee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
~/LcxcJ@-(Q2i

CHAIRVAN 7
S 60 (Rev. 12/78)
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Introduced: 5/5/79

o Referred: Commerce and
Finance
Ither Funds -0-
826,000
[IT THE SENATE BRADLEY AND RODEY
SENATE BILL NO. 288
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
eor an Act entitled: "An Act making a special appropriation to the lzaak

Walton League, Anchorage chapter, for Improvements to
the public rifle rangej and providing for an effective
date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $20,000 is appropriated from,thegeneral fund as
i grant t.o the Anchorage Chapter of the lzaak Walton League (a nonprofit
organization) for improvements to the rifle range used by the public and

members of the lzaak Walton League.

* Sec. 2. Money appropriated by this Act which 1is not used in improving
he rifle range property shall be used for the developmentof safet}" and

sound abatement features on the rifle range.

* Sec. 3. This Act takes effect July 1, 1980.

W | itE MY iy S8 285



ALASKA STATE LEGISLATURE

MyTFiN Megislature

SENATE .2.7%20 . _..... NO.

By

["An Act making a special
priation to the

League,

[improvements to the public rifle

[range;

SRADLEY AND RODEY

Anchorage chapter,

and providing for an

Jeffactive date."

Introduced in the Senate 19....

5/5/

FIRST . Session

appro—
lzaak Walton

for

79

19

HISTORY IN THE SENATE

N Read first time and referred

to Committee on
Commerce and Finance

Reported back wit
recommendation that

/ -/ myef."Ucs

ysS S & =’

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Sent to House

SECRETARY OF THE SENATE

19

HISTORY IN THE HOUSE

Read first time and referred
to Committee on

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Returned to Senate

CHIEF CLERK OF THE HOUSE

19

HISTORY IN THE SENATE

Received from House

To enrolling

Reported correctly enrolled

Sent to Governor

by Governor

Filed with Lt. Governor

ChapterNo............ .
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Gere::r;? ! 50

Rund  $20,000

Other Funds -0-
$20,000

IN THE SENATE
SH\ATE BILL NO. 288

Introduced:
Referred:

5/5/79
Commerce and
Finance

BY BRADLEY AND RODEY

IN THE LEGISLATURE OF THE STATE OF ALASKA
HEBNTH LEGISLATURE - FIRST SESSICN

A BILL

or an Act entitled:  "An Act meking a special gopropriation o the 1zask
Walton Leege, Axdorage dgoter, for inproemaits to
the public rifle rage; ad providing for an effective

BE IT BENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:
* Section L. The sun of $0,000 is gopropriated franthegereral fud as

a gratt o the Adorage Capter of the 1zask Walton Leage @ norprofit

organization) for inmprovements to the rifle rage used by the public ad

menbers of the lzaak \alton Leege.

*Sc. 22 Money gooropriated by this Act which s not used In Inproving

soud asatement features on tre rifle rate.
*Sc. 3 This Act takes effect July 1, 1980.

SB 288

15
the rifle rae property dall be used for the developrentof safetyad



CERTHCATION

|, the undersigned, an employee of die State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
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of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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COMMITTEE REPORT

SENATE
FURTHER: None
3/19/80
Date:
Mr. President:
The Committee on FINANCE has had SB 289

North Slope haul road

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ ] do pass [ 1 donot pass

[ ) do pass with attached amendments(s)

[ ] same title
[ 1 replace with CS for £ j new title

and recommends

[ ] AND attaches a "Letter of Intent” [ 1 New Fiscal Note
[ 1 reports it back without recommendation

[ 1 referred to the Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
CHAIRMAN

S 60 (Rev. 12/78)



under consideration and (a majority of the committee) (the committee)

reports ijt back~with the following recommendations:
[«"f [ 1 do not pass

iT with attached amendments(s)

[ ] same title
replace with CS for [ 1 new title

and recommends

L 1 AND attaches a "Letter of Intent” [ 1 New Fiscal Note

[ 1] reports it back without recommendation

[ 1 referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

S 60 (Rev. 12/78)
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Introduced: 5/6/79
Referred: Resources and
Finance

BY BENNETT, BRADLEY, DANKWORTH,
FAHRENKAMP, HACKNEY, KELLY,
KERTTULA, MELAND, MULCAHY, RODEY,

IN THE SENATE STIMSON, STURGULEWSKI, AND SUMNER

SENATE BILL NO. 229

IN THE LEGISLATURE OF TIIE STATE OF ALASKA

ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the North Slope haul road.
BE IT ENACTED EI THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The Department of Transportation and Public Facilities
shall, by June 1, 19S0, open to the public the North Slope haul road from the
Yukon River north to Dietrich. The road shall be open to the general public

in the sane manner as any other state highv/ay.

QOPY sB 239



ALASKA STATE LEGISLATURE HISTORY IN THE SENATE

19 79 Read first time and referred
to Committee on

Resources and Finance

LLEVEiiTlILegislature EITRSI .. Session

SENATp BILL.......... NO. ?39 5

oy Vil .%m SRR =
mﬁ%@ﬂg@g T .

"An Act relating to the Lsortn
lope haul road."

Reported back with
recommendation that 7 far

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported correctly engrossed
Signed by President

- " Y Sent. 0 H
Introduced in the Senate™....... 19 n ouse

SFCRCTARY OF THE SENATE

19

HISTORY IN THE HOUSE
Read first time and referred
to Committee on

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Returned to Senate

CHIEF CLERK OF THE HOUSE

19

HISTORY IN THE SENATE

Received from House

To enrolling

Reported correctly enrolled

Sent to Covcrnor

Piled with Lt. Governor

ChapterNoO.............
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Introduced: 5/6/79
Referred: Resources and
Finance

* KERTTUA, FELAND MEICAHY, R

IN THE SENATE STIVEN, " STURGULEASKT AND
SENATE BILL NO. 239
IN THE LEGISLATURE*OF THE STATE OF ALASKA
B EVENTH LEGISLATURE - FIRST ESSICN

A BILL
For an Act ettitled: "An Act relating to the North Slgee haul roed.
BE IT ENACTED By THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The Department of Trangportation ad Public Fecilities

sall, by Jue 1, 1990, goen to the public the North Slgpe heul roed from the
Yukon River north to Dietrich. The roed sall ke goen to the gereral public

In the sie mamer as ay other state higway.

MNER

(DA
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ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST I

Bill/Resolution No.
Title Act relating to the highway from the Yukon River to the Arctic Ocean

Requested bv Senator Bob Mul!cahy . Date  S7/78(T

Il.  FISCAL DFTA|L
Agency Affected  Department of Transportation & Public Facilities

Program Category Affected maintenance* & Operations

BRU, Program, or Subprogram(s) Affected North Stope Haul Road .

(Note: If more than one budget component is affected, separate line-ittm amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 -PERSONA!. SERVICES * 39.2 43.1 .
200 TRAVEL 2.5 2.8
300 CONTRACTUAL 10.0 11.0
400 COMMODITIES 1.0 1.1
500 EOQUIPMENT 21.0 . 1.0
600 LAND & STRUCTURES 795.0
700  GRANTS. CLAIMS. ETC.
TOTAL 868.7 59.0 64.9 714 78.5
FUNDING  (Thousands of Dollars)
GENERAL FUND 868.7 59.0 64.9 71.4 78.5
FEDERAL FUNDS
OTHER (Specify Fund Source)
POSITIONS
FULL TIME
PART TIME 3 3 3 3 3
TEMPORARY

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section |If)

Funds are not included to increase the level of maintenance. The
increased traffic* use by the general Alaskan public, as well as
tourists, will likely cause a demand for an increased level of
maintenance, especially for dust control. The increased level of
service could cause an increase in costs from 10% to 15% 1in the
maintenance budget (the total request for the North Slope Haul PY%oad
is approximately $5 million). The estimate for years 1982 - 1985
have been increased by 10% to provide an estimate for the effects
of inflation.

Agencies other than the Department of Transportation & Public
Facilities may also have cost impacts and these are not included in
this fiscal note.

V. DATE 3/7/80 PREPARED BY JIQnLLii)d.T Dcpu.ty Xomi-s.rd.nnpr
AGENCY _POJ/EL

Original: Legislative Finance PHONE  465-3900

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



Operating Budget

TOO 3 WG 57 Laborers (Litter Control) 39,200
Source: Interior M & O
200 (Air fare, Fairbanks to Dietrich) 2,500
300 1 pickup, 4 months, 5,000 miles 10,000
Pump out vault toilets at end of season
Repeater Station Maintenance
400 . 1,000
500 1 pickup 4 X4 with radio 12,500
1 base station radio 5,000
Office equipment, furniture 2,000
Miscellaneous 1,500
Total Operating Budget 73,700
Capital Improvements
Modular camp unit (portable) 4 person to be used as a check point
2,000 sq. ft. @ 300.00/G" $600,000
Includes: 1,200 sq. ft. living space
400 sq. ft. office, public
400 sq. ft. utility
1 trailermounter water/sewer treatment
1 trailer mounter generator (2 units)
Source: General Design & Construction
8 roadside rest areas $ 175,000
(2 with vault toilets)
Source: General Design & Construction
Repeater Station for radio communication $ 20,000
Total Capital Improvements $ 795,000

In response to demand from general public for better driving surface, dust
control and overall safety needs, Maintenance & Operations operating budget
could increase by 10% to 15%. This would amount to $500,000 - $755,000 in
the FY 81 Maintenance & Operating Highways maintenance request.
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COMMITTEE REPORT

SENATE
8/6/79
FURTHER: None
Date
Mr. President:
The Committee on FINANCE has had SB 290

supplemental appropriations to the Office of the Governor to pay additional costs
of salaries and benefits for the 1979 and 1980 fiscal years

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ ] do pass [ Mo not pass
[ 3 do passwith attached amendments(s)
[ ]same title
[ 1] replace with CS for [ 3 new title
and recommends

[ 1 AND attaches a "Letter of Intent” [ 1 New Fiscal Note

[ 1 reports it back without recommendation

( 3 referred to the Committee

MEMBERS SIGNING - MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
CHAIRMAN

S 60 (Rev. 12/78)
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Introduced: 8/6/79
Referred: Finance

BY THE RUI.ES COMMITTEE BY
IN THE SENATE REQUEST OF THE- GOVERNOR

SENATE BILL NO. 290
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL

For an Act entitled: "An Act caking supplemental appropriations to the

Office of the Governor to pay additional costs of

salaries and benefits for the 1979 and 1980 fiscal

years; and providing for an effective date."
BE, IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $6,277,800 is appropriated to the Office of the

Governor for fiscal year 1980 for additional costs of salaries and benefits

for the general government unit contract from the following sources:

General Fund $5,032,300
Federal Receipts 772,100
Highway Working Capital Fund 15,100

International Airport
Revenue Fund 253,000
Teachers " Retirement System 8,200

Public Employees * Retirement

System 9,AGO
Second Injury Fund 6,900
Fishermen™ Fund 6,900
Fish and Game Fund 104,800
Agricultural Loan Fund 11,300
Veterans Revolving Loan Fund 32,000
FICA Administration Account 1,300
Surplus Property Revolving Fund 23,000

Donated Commodity Handling

WITEE @B B s 2
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* Sec. 2.
Governor for
for the super

Gen

Account

The sum of $2,072,500

fiscal year 1980 for additional

1,300

costs of salaries and

visors unit contract from the following sources:

eral Fund

Highway Working Capital Fund

International Airport Revenue

Fed

* Sec. 3.

the Office of the Governor for fiscal

Fund

eral Receipts

The sum of $737,388

$1,852,800

45,600

29,000

145,100

is appropriated from the general

year 1980 for additional

salaries and benefits for the public safety employees unit contract.

* Sec. 4.

the Office of the Governor for fiscal

The sum of $227,964

salaries and benefits for the confidential

* Sec. 5.
Governor for

for the labor

The sum of $1,418,800
fiscal year 1980 for additional

, trades, and crafts unit contract,

General Fund

Federal Receipts

International

Fund

Airport Revenue

Highway Working Capital Fund

* Sec. 6.

the Office of the Governor for fiscal

salaries and

The sum of $621,500

is appropriated from the general

year 1980 for additional

unit contract.

$1,020,300

7,800

223,700

167,000

is appropriated from the general

year 1980 for additional

benefits, to be allocated as follows:

Masters, mates,

and pilots unit

Marine engineer™s unit

$

$43,200 of the appropriation for the masters,

CMMITIE

=434

2~

270,900

350,600

mates,

and pilots unit

is appropriated to the Office of the

benefits

fund to

costs of

fund to

costs of

is appropriated to the Office of the
costs of salaries and benefits

from the following sources:

fund to

costs of

is con-
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tingent upon that unit’s ratification of the collective bargaining agree-
ment for fiscal year 1980 prior to the effective date of this Act.

* Sec. 7. The sum of $6,391,700 is appropriated from the general fund
to the Office of the Governor for fiscal year 1980 for additional salaries
and henefits for state employees not covered by collective bargaining, to
be allocated as follows:

Executive branch $1,143,600
Legislative branch 300,900
Judicial branch 696,000
University of Alaska 4,251,200

* Sec. 8. The sum of $123300 is appropriated from the general fund to
the Office of the Governor for fiscal year 1980 for additional costs of
salaries and benefits for Alaska Skill Center instructors.

* Sec. 9. The sum of $256,000 is appropriated from the general fund to
the Office of the Governor for additional fiscal year 1979 costs of salaries
and benefits for judicial officers, legislators, and public officers.

* Sec. 10. The sum of $620,000 is appropriated from the general fund to
the Office of the Governor for additional fiscal year 1980 costs of salaries
and henefits for judicial officers, legislators, and public officers.

* Sec. 11. The sum of $432,000 is appropriated from the general fund to
the Office of the Governor for additional fiscal year 1979 costs of salaries
and benefits for the inland boatmen's unit.

* Sec. 12, The sum of $1,293400 is appropriated from the general fund
to the Office of the Governor for additional fiscal year 1980 costs of
salaries and benefits for the inland hoatmen's unit.

* Sec. 13, This Act takes effect immediately in accordance with AS 01.-

10.070(c).
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S tate or A I as k a .
OFFICE OF THE GOVERNOR
Juneau

August 6, 1979

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

Under the authority of article 111, section 18, and
article 11, section 9, of the Constitution of the State
of Alaska, I am transmitting for your consideration a
bill making certain appropriations for the additional
expenses of salaries and benefits for State employees and
officials for the 1979 and 1980 fiscal years. The
purposes are self-explanatory.

No appropriation 1is included for the community college
teachers. IT negotiations or their contract are
concluded before this session is adjourned, | recommend
that an appropriation for the money to pay for any
increases in salaries and benefits be added to this bill.

Appropriations for the salaries of elected and appointed
public officials covered by the Salary Commission®s
recommendations are included. These are minimum
estimates based on those recommendations. I urge the
legislature to pass legislation to increase the salaries
of those officials and to pass appropriations for them.
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JAY S. HAMMOND
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S t a t e o r A 1 a s k a .
OFFICE OF THE GOVERNOR

Juneau

August 6, 1979

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

Under the authority of article 111, section 18, and
article 11, section 9, of the Constitution of the State
of Alaska, | am transmitting for your consideration a
bill making certain appropriations for the additional
expenses of salaries and benefits for State employees and
officials for the 1979 and 1980 fiscal years. The
purposes are self-explanatory.

No appropriation is 1included for the community college
teachers. IT negotiations or their contract are
concluded before this session is adjourned, | recommend
that an appropriation for the money to pay Tfor any
increases in salaries and benefits be added to this bill.

Appropriations for the salaries of elected and appointed
public officials covered by the Salary Commission®s
recommendations are included. These are minimum
estimates based on those recommendations. I urge the
legislature to pass legislation to increase the salaries
of those officials and to pass appropriations for them.

I urge the prompt enactment of this legislation.



Introduced: 8/6/79
Referred: Finance

BY THE RIHES QOWITIEE BY
IN THE SENATE REQUEST OF THE GOVERNR

SENATE BILL NO. 290
IN THE LEGISLATURE OF TIE STATE OF ALASKA
HEVENTH LEGISTATURE - FIRST SPECIAL SESSION
A BILL

For an Act etatled: "'An Act tasking supplerattal gopropriatios o the

Office of the Govermor to pay additional costs of

salaries ad berefits for the 190 ad 1980 fiscal

years; ad “providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $6,277,800 is gopropriated to the Office of the

Govermor for fiscal year 1980 for additional ocoots of salaries ad berefits
for the gereral goverment unirt contract fran the folloving sources:

Gereral Fud 5,032,300
Federal Recelpts 72,100
Highway Working Capital Fud 15,100
Intermational Alrport
Revernue Fud 253,000
Teaders” Retirement System 8,20
Public Bplloyees” Retirenent
System 9,400
Secord Injury Fud 6,900
Fishermen™s Fud 6,900
Fish ad Gare FUd 104,800
Agriaultural Loan Fud 11,30
\Veteras Rawolving Loan Fud 2,000
FICA Adninistration Accountt 1,300
Sumplus Property Revolving Fund 23,000~ gkaui Uk Jo*
Donated Commodirty Handling e

-1- B 20

m w niE copy
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76

Fee Acoount 1,300
* Sc. 22 The sum of $2,072,50 Is gopropriated to tre Office of the
Govermor for fisal year 1930 for addrtiomal aosts of salaries axberefit
for tre sypervisors Nt contract fron the follloving sources:

Gereral Rud $1,852,800
Higway Working Capital Fud 45,6800
Intermational Arrport Reverue

Fud 29,000
Federal Recelpts 145,100

* S, 3. The saum of $737,38 is gopropriated fran the gereral fud 1O
the Office of the Covermor for fiscal year 1980 for additional oosts of
salaries ad berefits for the public safety employees uniit contract.

* Sc. 4. The sum of $27,964 is gopropriated fran tre gaeral fud t©
the Office of the GCovermor for fiscal year 1980 for additional costs of
salaries ad berefits for the cotfidential unit cotract.

» Sac. 5. The sum of $1,418,800 is goprgpriated to the Office of tre
Govermor for fiscal year 1900 foradditional costs of salaries  nmdoerefit
for tre ldor, trades, ad aafts unit cotract, fram the folloving sources:

Gereral Fud $1,020,300
Federal receipts 7,800
Intermational Airport Reverue

Fund 223,70
Highway Working Cepital Fund 167,000

* S, 6. The sum of $621,500 is gopropriated fran the gereral fud t©
the Office of the Govermor for fiscal year 1990 for addrtional oosts of

% orptie ad berefits, 1o be allocated as follons:

27

28

29

Mesters, mates, ad pilots tnit  $ 270,90
Marine engineer™s unit 30,600
$3,200 of tre gopropriation for the mesters, mates, nd pilots it is con-

COMMITTEE COPY , -2-



1 tingent yoon that unit"s ratification of the oollective bargaining agree-
2 ment for fiscal year 1990 prior to the effective date of this Act.

3

N

l

(o3}

*Sec. 7. The aum of 86,391,700 is gopropriated fran the gereral fud
to the Office of the Covermor for fiscal year 1980 for additional salaries
ad berefits for state emloyees not covered by collective bargaining, t©
be allocated as follons:

Beautive branch 81,143,600
Legislative brach 300,900
Judicial branch 896,000
University of Alaska 4,251,200

* Sc. 8. The sum of §123,300 is gopropriated fran the gereral fud ©
the Office of tre GCovermor for fiscal year 1980 for additional oosts of
salaries ad berefits for Alaska Skill Center Instructors.

* Sc. 9. The sum of 8256,000 is gopropriated fran the gereral fud t©
the Office of the GCovermor for additiomal fiscal year 199 oosts of salaries
ad berefits for judicial officers, legislators, ad public officers.

* Sc. 10. The sum of 8620,000 is gopropriated fran the gereral fud O
the Office of the Govermor for additional fiscal year 1980 aosts of salaries
and berefits for judicial officers, legislators, nd public officers.

* Sc. 1. The sun of 432,000 is gopropriated fraom the gereral fud o
the Office of the Covermor for additional fiscal year 19/ aosts of salaries
and berefits for the inlad boatmen™s unit.

* Sc. 12, The aum of §1,293,400 Is gopropriated fran the gereral fud
to the Office of the Govermor for additicnal fiscal year 1990 aosts of
salaries ad berefits for the inland boatmen™s unit.

* Sec. 13, This Act takes effect imediately in accordance with AS O1.-

10.070(C).-
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» I 'f, A *
THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

. REQUEST
BiI(Ig/Resolution No. sB 2P an ) ) )
Title  An Act requiring fiscal noEes Tor regulation reving fiiscal inpect
Requested bv  Office of the Covermor pae Y1930

Il. FISCAL DETAIL _
Agency Affected  Department of Fish ad Gare
Program Category Affected Netural Resource Menegement
BRU, Program, or Subprogram(s) Affected  Boards of Fisheries ad Gare
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

© FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES -

500 EOQOUIPMENT
600 LAND & STRUCTURES

700 GRANTS, CLAIMS. ETC.

TOTAL . -0- -0- -0- -0- -0- -0-

FUNDING  (Thousands of Dollars)
GENERAL FUND -0- -0- -0- —0- —0- —0-

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME —0- —0- —o- —0- o~ o~
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

There would be no fiscal impact

Iv. DATE AV PREPARED BY Rus=ll H. Clark™ _
AGENCY Department of Fish and Game.

Original: Legislative Finance PHONE 465-4120

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



(11) COMMITTEE REPORT

HOUSE
1/25/80 FURTHER
Date: Ma/Zclr\ /70 . jc\5?Q
Mr. Speaker:
The Committee on FINANCE has had SB 292am

"An Act requiring fiscal notes to be prepared for regulations
having fiscal impact."”

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

'in do pass [ 1 do not pass

[ ] do pass with attached amendments(s)

[ 1 same title
[ 1 replace with CS for [ J new title

and recommends

[ 1 AND attaches a "Letter of Intent” [/*C] New Fiscal Note
[ ] reports it back without recommendation
[ 1 referred to the Commi ttee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS

-) [/ A\

IN Yy iU

w/?/ft/ & -nr

VA )

CHAIRMAN
H 60 (Rev. 12/78)



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

.FISCAL NOTE.

I. o lm e 88 202 ah

eso
Title. _.Requiring fiscal notes for regulations having fi.gp.ai
Requested by House ..Finance Committee Date 3/1 n/an

Il. FISCAL DETAIL
Agency Affected All Agencies
Program Category Affected
BRU, Program, or Subprogram(s) Affected
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES 0 0
200 TRAVEL 0 0. _
300 CONTRACTUAL Q
400  COMMODITIES 0o " n
500 EOUIPMENT n n
600 LAND & STRUCTURES n n
700  GRANTS,.CLAINS. ETC. i n
0 0
TOTAL 0 0

FUNDING  (Thousands of Dollars)

GENERAL FUND 0 . 0

FEDERAL FUNDS 0

OTHER (Specify Fund Source) 0
POSITIONS

FULL TIME 0 0

PART TIME 0 .0

TEMPORARY 0. . 0

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

No fiscal impact.

*uls MeekinsI-

IV DATE March 10/ 1980 prepared BY chairman® H<use Finance Committee
AGENCY

Original: Legislative Finance PHONE 465-3 795

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)
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Introduced: 1/14/780
Referred: Finance

IN THE SENATE BY BENNETT
SENATE BILL ND. 292 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - SEFOOND SESSION
A BILL
For an Act ettitled: "'An Act requiring fiscal notes to ke prepared for
regullations having fiscal inpect.””
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section L. AS 44.62 i1s avended by adding a new secgtion 1 reed:

Sc. 4.62.195.  FISCAL NOTES ON REGULATIONS.  If the adoption,
arenchent, or repeal of a regulation would require Increased gopropria—
tias by the state, the dgpartment or agency affected dall prepare an
estimate of the gopropriation increese for tre fiscal year folloving
adoption, arendent, or repeal of the requllation ad for at leest two
succeeding fiscal years.

*Sc. 2 AS 4M4.62.20(@) i1s arended by adding a new paragraph to reed:
O a sumary of the fiscal Information required to ke pre-
pared uder AS 44.62.196.
*Sc. 3. AS 4.62.320(0) is areded O reed:

O At the sare time a regulation is filed by the lieuterant
govenor, the lieuterant govermor shall suonit the regulation o tte
chairmen ad all memcers of the Adninistrative Regullation Review Can-
mittee for review uder AS 24.20.400 - 24.20.460 together with the
fiscal information required to be prepared uder AS 44.62.195.

-1- SB 292 am



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE.

l. REQUEST
Bill/Resolution No. SB 2

"An Act requiring S?ﬁsgoal notes Tor regulations having Tiscal inpect
Reguested bv Serator Sumer Dale 2/2V/30

Il. FISCAL DETAIL

Agency Affected
Program Category Affected Natural Resource Management
BRU, Program, or Subprogram(s) Affected

Department of Fish and Game

Boards of Fisheries and Game

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each

component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 80 .FY81
100 PERSONAL SERVICES 1371)
200 TRAVEL -u-
300 -CONTRACTUAL 3.U
400 ..COMMODITIES P.U

300 EQUIPMENT
600 LAND & STRUCTURES

70Q .GRANTS, claims,etc.

TOTAL

-0- 25.0

FUNDING (Thousands of Dollars)

GENERAL FUND -n- M n.
FEDERAL FUNDS

OTHER (Specify Fund Source)

FY 82 FY 83 FY 84
16.2 17.5 18.9
-0- -0- -0-
5.4 5.8 7.7
5.4 "MTS 6.3
27.0 29.1 31.5
27 n 20 i
-0- -0 - -0 -
2 2 2

POSITIONS
FULL TIME -0- -0-
PART TIME
2 2
I1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1l)
Al there would not be a mgjor i

of Board books, work done by clerical positios ad soe
total prooebly would not exceed 25.0 per year plus inflation at k.

IV. DATE 2/24/8G PREPARED BY
AGENCY ]

Original: Legislative Finance PHONE

cc: Budget and Management

33-001

Prime Sponsor (First Legislator Named)

O ffice of the Governor - Keith Specking

(Rev. 12/79)

R ussell

Department ot
463-4120

FY 85
20.4
-0-
6.8
6.8

34.0

of this statute, there surely would be
soe fiscal ipect on e operation of the Goard

0 regullator process fran time o
tane.

Estimating that this act woulld adbl. tine o meetings, preparation & printing

ional aalysis the

H. Clark~C.

Fish and Game



ml * m NATURAL RESOURCES MANAGEMENT ANDENVIROIMENTAL m FISH AND GAME
S :
FISH AND GAME ADMINISTRATION AND SUPPORT [ ] BOARDS OF FISH AND GAME

The Boards of Fish and Game BRU aims to insure that fish and game resource management policies of the State consider and provide for

public desires, biological necessities and gubernatorial policies to the maximum extent possible. It also seeks to generate public

acceptance and support of these policies.

The Board of Fisheries and the Board of Game are the State's principal regulatory agencies for fish and wildlife resource matters. The
two Boards provide a public formi for the discussion of fish and wildlife management issues. They also pranulgate resource use reg-
ulations which adhere to scientific fish and game management principles, especially the sustained yield harvest concept. In addition,

the two Boards make the regulatory decisions vrfiich provide for de facto allocation of scarce resources among competing user groups.

The regulatory process is a continous one. Hence the Boards annually review and revise the basic fish and game regulations to keep

pace with the changing conditions that affect resource availability and abundance.

This BRU funds the operation of the Board of Fisheries, the Board of Game, and the local Fish and Game Advisory Committees. Approximately
60 of these committees (statewide) channel local canmunity needs and concerns to the two Boards for their regulatory decisions.

This BRU also requests funds for six Regional Fish and Game Councils. The Councils serve threekey functions: (1)to provide a means

for the formulation of a unified regional position on relevant fish and game management Issues;(2) to convey regional opinions to the
State Boards of Fisheries and Game; and (3) to convey State Fish and Game Board positions to residents of the local region.

The Councils consist of the chairmen of each local Fish and Game Advisory Committee within a region. Generally, anAdvisory Coinnittee
serves the needs of one or more communities within a given region. It is felt that the RegionalCouncils will givelocal communities a
greater voice in the formulation of regional/statewide fish and game management regulations. This budget request provides staff support

and travel for the Regional Council.

This BRU Includes $200,000 to evaluate alternative strategies for securing public participation. Including teleconferencing and use of

professional staff for Regional Councils.

me Ofﬂtai fCl’ moro |nf0rmaIIOn Gregory F. Cook 4%’4110
FY 79 FY 80 FY 81

SERVICE MEASURES Plan Actual Plan Continuation

B
80
22

2

Advisory Committees W

Membership %
Meetings 174

IN §§fﬂ
o RSg

N

Joint Board of Fisheries and Game Meetings

Board of Fisheries
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Proposals for Regulations &D
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Board of Game
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Proposals for Regulations

01903 (rtev. 10/79)

Total

NN RER

[62])8]

N/A

$J



Introduced: 1/14/80
Referred: Finance

1IN THE SB\ATE BY BENNETT
2 SENATE BILL NO. 292 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - SEOOND SESSICN
A BILL
s For an Act entitled: "'An Act requiring fiscal notes 1o be prepared for
regulations having fiscal inpect.”’
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.62 isaremledWacUirganewsecitimtoreed:

Sec. 4.62.195. FISCAL NOTES ON REGULATIONS. I the adoption,
arenchent, or repeal of a regulation would require Increased gopropria
tias by the state, the department or agency affected dall prepare an
estimete of the gopropriation increese for the fiscal year folloving
adgption, aredment, or repeal of the regulation ad for at lesst o
succeeding fiscal years.

* SC. 22 AS 44.62.20(@) 1s arended by adding a new paragraph to reed:
O a sumary of tre fiscal Information required to be pre-
pared uder AS 44.62.1%6.
*Sc. 3 AS 4.62.320(b) 1s aended 1o reed:

O At tte se time a regulation is filed by tre lieuterait
governmor, the lieuterant govermor shall suonit the regqullation to the
chairman ad all merbers of the Adninistrative Regulation Review Com-
mittee for review uder AS 24.20.400 - 24.20.460 together with the
fiscal Information required to be prepared uder AS 44.62.195.
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SENATE JOURNAL

ALASKA STATE LEGISLATURE

ELEVENTH LEGISLATURE - SECOND SESSION

Juneau, Alaska Thursday January 24, 1980

Eleventh Day

Pursuant to adjournment, the Senate was called to order by
President Tillion at 10:08 a.m.

The roll call showed sixteen members present. Senators
Hackney and Hohman were excused from a call of the Senate.
Senators Sackett and Sumner were absent.

The prayer was offered by the Chaplain, Pastor Milton Hunt
of the Resurrection Lutheran Church.

Senator Colletta moved and asked unanimous consent that the
Journal for the tenth legislative day be approved as certi-
fied. Without objection, it was so ordered.

MESSAGES FROM THE HOUSE

Message of January 23 was read, stating the House has failed
to recede from its amendment to SENATE BILL HO. 35 amended
(adult education), namely, HOUSE COMMITTEE SUBSTITUTE FOR
SENATE BILL NO. 35. The Speaker has appointed the follow -
ing members to a Free Conference Committee to meet with tho
like committee from the Senate:

Representative Buchholdt, Chairman
Representative Munson
Representative Chatterton

Senate members appointed April 30, 1979:
Senator Hohman, Chairman

Senator Ferguson
Senator Dankworth

e,



0 SENATE  JOURNAL January 24. 1980

1UCS\ Message of January 23 was .read, scaring che House has
SB ifailed to recede from its amendment to SENATE BILL NO.
88 188 (truant children). namely, HOUSE COMMITTEE SUBSTITUTE
(RIS)FOR SENATE BILL NO. 88 (Rules) amended House (truant
am _/children and school closings). The Speaker has appoint-
H J ed the following members to a Free Conference Committee
Y to meet with the like committee from the Senate:

Representative Cotten, Chairman
Representative Munson
Representative Eliason

Senate members appointed January 17, 1980 are:

Senator Meland, Chairman
Senator Ziegler
Senator Hackney

Message of January 23 was read, stating the House has
failed to recede from its amendment to COMMITTEE SUBSTI-
TUTE FOR SENATE BILL NO. 204 (exemption from regulation
by the Alaska Tublic U tilities Commission), namely, COM-
MITTEE SUBSTITUTE ''OR SENATE BILL NO. 204 amended House.
The Speaker has appointed the following members to a Free
Conference Committee to meet with a like committee from
the Senate:

Representative Brown, Chairman
Representative Miles
Representative Halford

The President appointed the following members to a Free
Conference Committee to meet with the like committee from
the House:

Senator Ferguson, Chairman
Senator Hohman
Senator Mulcahy



January 24, 1980 SENATE JOURNAL a

COMMUNICATIONS

January 15, 1980

M EMORANUDUWM

TO: Members of the Legislature
FROM: Gerald L. Wilkerson, CPA /1Y 7.
Legislative Auditor */

Division of Legislative Audit

SUBJECT: Release of Audits

In accordance with AS 24.20.311, the following audit reports
were approved for release to the Legislature and the public
on January 15, 1980:

A Performance Review of the Department of Health and
Social Services, Juvenile Confinement Programs, September
28, 1979

A Performance Review of the Office of the Governor

Alaska State Commission for Human Rights, October 15,
1979

A Performance Review of the Department of Law, Civil
Division, Consumer Protection Section, October 12, 1979

A Special Letter Report on the Alaska Oil and Gas
Conservation Commission, October 27, 1979

A Performance Reviewof the Division of Policy Development
and Planning, Officeof the Governor, October 23, 1979

A Performance Reviewof the Alaska State Board of
Public Accoun:ancy, October 1, 1979

Enclosed for your convenience are short digests covering the
audit3. Should you desire copies of tho completed reports,
they are available at the following libraries or tlirough our
office (465-3030):



SENATE JOURNAL January 24, 1980

Alaska State Library

Alaska Historical Library

University of Alaska Library, College
University of Alaska Library, Anchorage

Z.J. Loussac Public Library, Anchorage
Fairbanks-North Star Borough Library, Fairbanks
Ketchikan Public Library

Kotzebue Public Library

Bethel Public Library

A. Holmes Johnson Public Library, Kodiak

Enclosures

A copy of the above ere on file in the Senate Secretary's
office.

The Secretary announced receipt of a letter dated Janu-
ary 21, 1980 from Bruce A. Cummings, Director, Department
of Administration, Division of Personnel enclosing a re-
port on nonpermanent and emergency hire practices in state
government pursuant to AS 39.25.195(h). A copy of the
report is on file in the Senate Secretary's Office.

The Secretary announced receipt of a letter dated January
23, 1980 from the Alaska Coastal Policy Council submitting
reports on the Municipality of Anchorage, City of Haines,
and Annette Islands Indian Reserve District Coastal Manage-
ment Programs in accordance with AS 44.19.893(4).

The President referred tho Coastal Policy Council reports
to the Community and Regional Affairs Committee.

The Secretary announced receipt of a letter dated January
23, 1980 from Bruce A. Cummings, Director, Department of
Administration Division of Personnel submitting a report
containing information on current salary levels and trends,
conditions of employment and employees benefits in public
agencies and private firms in accordance with AS 39.27.
A copy of the report is on file in the Senate Secretary's
office.

The Secretary announced receipt of a letter dated January
23, 1980 from Robert E. l.eResche, Commissioner, Department
of Natural Resources submitting a revision and update of
the Five Year Oil and Cas Leasing Schedule in accordance
with AS 38.05.180. A copy of the report is on file in tho
Senate Secretary's office.



January 24. 1980 SENATE JOURNAL &

The Secretary announced receipt of a letter datv-d January
24, 1980 from Donald G. Wold, Execv.cive Direct,. Royalty
Oil and Gas Development Advisory Board submitting a report
entitled "Historic and Projected Oil and Gas Consumption"
in accordance with AS 38.05.183(d). A copy of the report
is on file in the Senate Secretary's office.

The Secretary announced receipt of a Memorandum dated Janu-
ary 15, 1980 from Ronald 0. Skoog, Commissioner, Alaska De-
partment of Fish and Game submitting proposed changes in
the regulations of the Alaska Board of Fisheries. A copy
is on fit in the Senate Secretary's office.

The President announced receipt of a letter from Hark
Jensen, Chairman of the Alaska Guide Licensing and Con-
trol Board, and stated he would review the letter and
take up the matter under Unfinished Business, Monday, Janu-
ary 28.

INTRODUCTION AND REFERENCE OF SENATE BILLS

SENATE BILL NO. 357 by Senators Ziegler and Hackney by re-
quest, entitled:

"An Act relating to misuse of food
coupons and authorizations to pur-
chase food coupons.”

was read the first time and referred to the Judiciary Com-
mittee.

SENATE BILL NO. 358 by Senator Sackett, entitled: SB
358
"An Act relating to the com-
pensation of members of the
Board of Fisheries and of
the Board of Game."

was read the first time and referred to the Finance Com-
mittee.
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SENATE BILL NO. 359 by the Rules Committee by request of
the Governor, entitled:

"An Act providing for Permanent
Fund dividends; and providing
for an effective date."”

was read the first time and referred Co the Finance Com-
mittee.

Fiscal note accompanying the above b ill appears in Senate
Supplement No. 2 to today's journal.

Governor's transmittal letter follows:

January 23, 1980

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, | am transmitting a bill to provide for
distribution of portions of the Alaska Permanent Fund
income to Alaska residents through the establishment of
trx credits and payments under the Alaska individual
income tax (AS 43.20). This bill would permit each
Alaska resident, 18 years or older, to claim one
Permanent Fund dividend for each calendar year of Alaska
residency since statehood. (Although officially Alaska
did not become a state until January 3, 1959, the b ill
would permit residence to be calculated from January 1,
1959.)

For tax year 1979, each allowance would be worth $50.
In following years, the allowance would be worth a
minimum of $50, but would increase beyond $50 under a
formula based on one-half of Permanent Fund income.
Under that formula, the value of each allowance would be
equal to the quotient of one-half of Permanent Fund
income divided by the total number of shares claimed and
paid during the previous tax year.
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In order to receive a credit or payment, a person would
be required to file an individual state income tax
return. The total value of each person’s accumulated
Permanent Fund dividends would then be applied as a
credit against net individual state income tax liability
with the excess of credits over net tax liability being
returned to the person as a payment. If a person has no
net tax liability, he or she would receive the entire
amount of accumulated dividends ns a payment.

Decause many Alaskans have already filed their 1979 tax
returns and because state income tax forms and
instructions have already been distributed for 1979

taxes, the hill proposes a one-time special filing
procedure for 1979 dividends. A simple form vjould be
made available to eligible individuals, and payments for
1979 dividends would be made toward the end of 1980.

The purposes of lhe Permanent Fund dividend proposal are
multiple, but interrelated. One purpose of the proposal
is to provide a fair distribution of the state's energy
wealth to the citizens of Alaska who are, after all, its
equitable owners. A second and equally important purpose
is to reduce substantially and in many cases, totally
eliminate, state income taxes for Alaskans. The credits
they receive w ill be applied against the tax, but unlike
a general repeal of the tax, the benefit will be
restricted to Alaska residents. Moreover, the dividends
w ill be available to all Alaskans, including those
Alaskans who pay little o-~r no state income tax.

The b ill sets a minimum value of $50 for each dividend.
This figure is estimated to result in overall benefits
for Alaskans that w ill closely approximate the total tax
relief for Lliein that would result from a general repeal.

Further, it seems obvious that if the state income tax
is repealed or substantially reduced, then that portion
of state government that is now paid for by revenues
from the state income tax must bo paid for by revenues
from other sources. Limiting the increases in the
energy tax allowances to comparable increases in
Permanent Fund income insures that the revenue "lost" to
the state from income tax relief is replaced only by
recurring Permanent Fund investment income rather than
by revenues from non-renewable resources.

Finally, the ©bill retains the existing tax credit
provided in AS 43.20.015, but only for those taxpayers
whose Permanent Fund dividends total less than the
applicable $100, $200, or $300 credit.

SB
359



86

SB
360

SB
362

SB
363

SENATE JOURNAL January . 10m

SENATE BILL NO. 360 by Senators Sumner and Hackney by re-
quest, entitled:

"An Act providing for exemption

of the residence of a disabled
veteran from levy and collection
of real property taxes and author-
izing reimbursement to muncipali-
ties for revenues lost by operation
of the exemption; and providing
for an effective date.

was read Che first time and referred to the Community and
Regional Affairs Committee and the Finance Committee.

SENATE BILL NO. 361 by Senator Colletta, entitled:

"An Act authorizing the sale of
state flags which have been flown
over the state capitol.”

was read the first time and referred to the State Affairs
Committee.

SENATE BILL NO. 362 by the Rules Committee by request,
entitled:

"An Act exempting employees of
air carriers from the overtime
provisions of the Alaska Mage

and Hour Act; and providing for
an effective date.

was read the first time and referred to the Labor and
Management Committee.

SENATE BILL NO. 363 by the Rules Committee by request,
entitled:

"An Act relating to advertising
of intoxicating liquor."

was read the first time and referred to the Judiciary
Committee.
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SENATE BILL 110. 364 by Senators Tillion nnd Kerttula,
entitled:

"An Act making a special appro-
priation to the Legislative
Council for a salmon quality
control education program; and
providing for an effective date.”

was read the first time and referred to the Health, Educa-

tion and Social Services Committee and the Finance Com-
mittee.

CONSIDERATION OF THE CALENDAR

SECOND READING OF SENATE BILLS

SENATE BILL NO. 292 (requiring fiscal notes to be prepare
for regulations having fiscal impact) was 'd the secon
time.

Senators Ziegler and Bennett offered the following amend-
ment No.

Page 1, line 22: after "Chairman"™ insert
and all members

Senator Bennett moved and asked unanimous consent that
amendment No. 1 be adopted. Without objection, amend-
ment No. 1 was adopted.

Senator Colletta moved and asked unanimous consent that
the Rules be suspended and SENATE BILL NO. 292 amended
be considered engrossed, advanced to third reading nnd
pla:jceddon final passage. Without objection, it was so
ordered.

SENATE BILL NO. 292 amended was read the third time.

SB
364

SB
292
am
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SB The question being: "Shall SENATE BILL NO. 292 amended

292 (requiring fiscal notes to be prepared for regulations

am having fiscal impact) pass the Senate?" The roll was
taken with the following result:

SB 292 AM 3RD

Yeas: 16 Bennett, Bradley, Colletta,
Dankworth, Fahrenkamp, Ferguson,
Kelly, Kerttula, Meland, Mulcahy,
Ray, Rodey, Stimson, Sturgulewski,
T Illion, Ziegler

Nays: 0

Excused: 2 , Hackney, Hohman

Absent: 2 Sackett, Sumner

and so, SENATE BILL MO. 292 amended passed the Senate.

SENATE BILL NO. 292 amended was referred to the Secre-
tary for engrossment.

UNFINISHED BUSINESS

The reconsideration of the Committee on Committees
Report was not taken up this legislative day and the
report was adopted.

ENGROSSMENT AND ENROLLMENT

SB  SENATE BILL NO. 292 amended has been engrossed, signed by
292 the President and Secretary and transmitted to the House
am for consideration.

HCS HOUSE COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 125 has

SB been enrolled, signed by the President and Secretary,

125 Speaker and Chief Clerk, and the engrossed and enrolled
copies transmitted to the Office of Governor at 10:00
a.m., January 24, 1980.
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Senator Colletta moved nnd asked unanimous consent that
Without

the Senate adjourn until 10:00 a.m, January 25.
the Senate adjourned at 10:26 a.m.

objection,

Peggy Mulligan
Senate Secretary

January

1980



COMMITTEE REPORT

SENATE
FURTHER: None
1/14/79
Date: 1 = 21 - 80
Mr. President:
The Committee on FINANCE has had Sfi 292

requiring fiscal notes to be prepared for regulations having fiscal impact

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

i Xi do pass [ 1 do not pass

[ 1 do pass with attached amendments(s)

[ 1 same title
[ ) replace with CS for [ J new title

and recommends

[ 1 AND attaches a "Letter of Intent"” [ 1 New Fiscal Note
[ 1 reports it back without recommendation
[ ] referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
°r.<y.;ty
mmmr _ y t X

V. (/7 1tV o/

/r- //nr~
CHAIRMAN
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Introduced: 1/14/780
Referred: Finance

IN THE SENATE
SH\ATE BILL NDO. 2P

BY BENNETT

IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - SHOOND SESSION

A BILL

For an Act ettatled: "'An Act requiring fiscal notes to ke prepared for

regullations having fiscal inpact.

BE IT BENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:
*Section L AS 4.6 1s arended by adding a new section to reed:

Sc. 44.62.1%5.  FISCAL NOTES ON REGULATIONS.

IT the adoption,

arendrent, or repeal of a regulation woulld require Increased gopropria-
tias by tre state, the department or agency affected dall prepare an
estinate of the gopropriation Increese for tre fiscal year folloving

adoption, aredatt, or repeal of the requlation ad for at least two

U T™xy fiscal years.

*Sc. 2 S HA4.2.20@) 1s arended by adding a new paragraoh to reed:
O a sumary of tre fiscal informetion required to be pre-

pared uder AS 4.62.1%6.
*Sc. 3 AS4.2.300) is arended to read:

O At the sare time a requlation is filed by the lieuterent
goveror, the lieuterant govermor sall suomit the regulation to the
daimar™ of tre Adninistrative Regulation Review Comittee for review
udker AS 24.20.400 - 24.20.480 together with the fiscal information

required to be prepared uder AS 44.62.195.

SB 292
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HEVENTH LEGISLATIVE DAY
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Cheplain: Pastor Miton Hut of the Resurrection Lutheran Church

SEOOND READING OF SH\ATE BILLS

B F\’GCMII’I[% fiscal notes be prepared for regullations
(Flrmoe rqao% (6%

FOR RRIDAY CALENDAR

Publication notice of Crtation Calenchr:

In Memoriam - George EdNirJ Snith by Serator Kerttula ad
Repréesantative Camey

In Memoriam - Neal "Willi€'" Foster - WAII Merbers of the
Serate, requested by Seator Kerttula



Introduced: 1/14/80
Referred: Finance

1IN THE SENATE BY BEANETT
2 SENATE BILL NO. 22

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 HEVENTH LEGISLATURE - SHOOND SESSION

5 A BILL

6 For an Act entatled: "'An Act requiring fiscal notes to be prepared for

7 ;  regulations having fiscal inpect.™’

g BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 *Section L AS 44.62 is arended by adding a new section to reed:

Sec. 44.62.196.  FISCAL NOTES ON REGULATIONS.  IF the adoption,
arendrent, or repeal of a regulation would require increased gopropria-
tios by tre state, the departmant ar agency affected sall prepare an
estimate of the gopropriation Increase for the fiscal year folloving
1 adoption, arendrent, or repeal of the regulation ad for at leest o
15 succeeding fiscal years.

*Sec. 2 AS M4.2.20(@) i1s arended by adding a new paragragoh to reed;
O a sumary of the fiscal information required to be pre-
pared uder AS 44.62.1%6.

18

19 *Sec. 3 AS/M4.2.320(0D0) 1s aeded o red:

0 O At tre sae time a regulation is filed by the lieuterant
7 governor, the lieuteratt govermor sall suomit tre regulation  te
» chairman of the Adninistrative Regulation Review Comittee for review
» uder AS 24.20.400 - 24.20.460 together with the fiscal information
o1 required to ke prepared uder AS 44.62.195.

25

2%

27

28
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ENROLLED BILL REPORT

ASSIGNMENT DATE

UNASSIGNED.

DEPARTMENT SPONSOR (PRINCIPAL) BILL NO. (FINAL VERSION)

Public Safety Sen. Bennett B 292 am

DIVISION DIRECTOR DATE COMMISSIONER DATE
kjtr William R. Nrx 3/20/80

SUMMARY tte

(D) RELATED BILLS (SIMILAR OR CONFLICTING)

(2) d ORGANIZATIONS SPONSORING AND (@ b. ORGANIZATIONS OPPOSING BILL

SUPPORTING BILL

AM .F S OF
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eveﬁo

e 1f
papg

(@ FISCAL IMPACT: 0 NONE 9 FISCAL ANALYSIS ATTACHED
RECOMMENDED ACTION BY GOVERNOR

Law without signature

COMME

The end r s tach|n a fiscal note must be considered. These fvﬂl notes waul nave
(H) (F ng natlon or hudget process af some point.  Without some likelihood
un n% e cexerCJses [f nqg fiscal note aﬁsup  Or 1T 2 1ISC I
F \(/}/aé ot een ua 3/ unde what |mPact WO%J f ave 0 tE ecte "agency?  Another
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require | cr or re nect en orcen nt effort and wo t erefo e nee 1SCa

upmitte paperwork would be signiticantly increased by formally requmng flsca notes
or proposed reg tions.



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

. REQUEST
Bill/Resolution No. CSSR 292 am
Title "An Act requiring fiscal notes to be prepared for regulations™.
Requested bv Budget & Management Date March 21, 1980

1. FISCAL DETAIL
Agency Affected Public Safety
Program Category Affected NRMEC n
BRU, Program, or Subprogram(s) Affected Fish & Wildlife Protection - Director's O ffice
(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES 28.9 28.9 28.9
200 TRAVEL
300 CONTRACTUAL S A
400 COMMODITIES 3 .3 .3
500 EQUIPMENT .6
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL
30.2 29.6 29.6

FUNDING (Thousands of Dollars)

GENERAL FUND 30.2 29.6 29.6
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME 1 q 1
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

An Adm_r.istrative Assistant 1l would screen all proposed regulations affecting FWP and
aid in preparation of fiscal notes. Paraprofessional assistance would allcw a thorough
review of regulatory proposals before final analysis and fiscal note review by
enforcement managers who presently do not thoroughly review all proposals because of
the volume and other factors. The Fisheries Eoard dealt with 1200regulations last
year. The Game Board has 318 on its next agenda.

One previous attempt to produce fiscal notes for proposed regulations was briefly reviewed
via issue analysis and were rejected because of demands upon staff time. Since the
budget would not be increased, detailed review of fiscal impact was not as important as
reviewing enforcement priorities once regulations were final, although comments are
usually made on major issues.

Costs are in FY81 dollars, inflation is not included.

IV. DATE March 21. 1980 PREPARED BV?f~~Michael J. Clemens
AGENCY u Public Safety

Original: Legislative Finance PHONE 46S.-4322

CcC: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. 8® J-92
Title "An Act requiring fiscal notes for regulations having fiscal impact.”

Requested bv Senator Sumner Date 2/20/80

FISCAL DETAIL

Agency Affected Department of Fish and Game

Program Category Affected Natural Resource Management

BRU, Program, or Subprogram(s) Affected Boards of Fisheries and Game

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
PERSONAL SERVICES 15.0 . 1961 17.5 18.9 20.4
TRAVEL -(J- - - - - -0- -0-
CONTRACTUAL b.U 5.4 %%) 6 3 6.8
COMMODITIES 0 .U 5.4 N 6.3 6.8
EOUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS. ETC.
TOTAL

-0- 25.0 27.0 29.1 31.5 34.0

FUNDING  (Thousands of Dollars)

GENERAL FUND -n x; n ?7 n 90 1 i o9 Vi n
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULL TIME -0- 0- -0- -0- -0- -0-

PART TIME

ANALYSIS (See Fiscal Note Preparation Instructions, Section HI)

Although there would not be a major impact of this statute, there surely would be
some Ffiscal impact on the operation of the Goard regulator process from time to
time. Estimating that this act would add time to meetings, preparation & printing
of Board books, work done by clerical positions and some professional analysis the
total probably would not exceed 25.0 per year pljis inflation at s%.

IV. DATE 2/24/80 PREPARED BY Russell H. Clark~C
AGENCY Department ot Fish and Game

Original: Legislative Finance PHONE 4h5-4120

cc: Budget and Management

Prime Sponsor (First Legislator Named)
Office of the Governor - Keith Specking

33-001 (Rev. 12/79)
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. S. B. 292 am _
Title An Act Requiring Fiscal Notes to be Prepared for Regulations Having Fiscal Tmpact.
Requested by Date 1-25-80

FISCAL DETAIL
Agency Affected Department of Community & Regional Affairs
Program Category Affected,
Budget Request Unit(s) Affected

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES

EOUIPMENT
LAND & STRUCTURES

GRANTS. CLAIMS. ETC.

TOTAL 0 0 0 0 0

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

This bill, like several others requiring the preparation of fiscal notes on the
various impacts of bills or regulations, would not, by itself, cause our department
enough additional work to require a position. If several of these bills pass
however, the cumulative effect of the work required would definitely require an
additional position within our division.

IV. DATE 1-25-80 PREPARED BY ,HcKie_Cflmphe.D

AGENCY Omnium %ty ft RpginnAJ_AfjEAELN
Original: Legislative Finance PHONE 465-4735
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001  (Rev. 10/78)



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

I REQUEST
Bill/Resolution No. S. B. 292 am
Title An Act Requiring Fiscal Notes to be Prepared for Regulations Havinn Fiscal Tmpart.
Requested by Date 1-25-80

Il. FISCAL DETAIL
Agency Affected Department of Community & Regional Affairs
Program Category Affected
Budget Request Unit(s) Affected

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84

100 FERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
300 EOUIPMENT
600 LAND & STRUCTURES
700 . GRANTS..CLAIMS, 1TC,

TOTAL 0 0 0 0 0

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

This bill, like several others requiring the preparation of fiscal notes on the
various impacts of bills or regulations, would not, by itself, cause our department
enough additional work to require a position. If several of these bills pass
however, the cumulative effect of the work required would definitely require an
additional position within our division.

IV. DATE 1-25-80 PREPARED BY McKie. (amphe.l.1

AGENCY Pnmmnnit-y ft Rpginnal A ffair.
Original: Legislative Finance PHONE 465-4735
cc: Budget and Management

Prime Sponsor (First Legislator Narnec)

33-001  (Rev. 10/7B)



