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the fine established in the schedule for the violation. The person to
whom the notice is directed may pay the fine within 15 days after
receiving the notice or may file a notice of defense under AS 15.14.-
300.

(©) If the person does not pay the fine under (b) of this
tion, the notice of fine constitutes an accusation under AS 15.14.290
and the commission shall proceed against the person under AS 15.14.-
290 - 15.14.320 and, upon determining that the person committed the
violation, may impose a penalty for the violation not to exceed the
maximum provided for the violation under AS 15.14.240.

Sec. 15.14.340. CONFIDENTIALITY. (a) An investigation by the
commission under AS 15.14.280 is confidential unless and until the
investigation results in the filing of an accusation under AS 15.-

14.290.

(b) A member or a former member of the commission and an em—

ployee or a former employee of the commission may not divulge the fact
of or any particular concerning a pending, past, or contemplated
investigation by the commission unless and until the filing of an
accusation by the commission except as is necessary for the commission
to conduct an investigation.

(c) Knowing violation of the provisions of (b) of this section
is a class A misdemeanor.

Sec. 15.14.350. JUDICIAL REVIEW. Judicial review of a final

order of the commission may be had by filing a notice of appeal under

applicable rules of court governing appeals from administrative agen—

cies .
Sec. 15.14.360. POWERS OF THE COMMISSION. () In connection
with an investigation or hearing under AS 15.14.280 - 15.14.320,

AS 24.45, or AS 39.50, the commission may compel the attendance of
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witnesses and production of papers, books, records, accounts, docu-
ments, and testimony, and may have the depositions of witnesses taken
in a manner prescribed by court rule or law for the taking of depo-
sitions in civil actions when consistent with the powers and duties
assigned to the commission by law.

(b) The commission may examine the papers, books, records,
accounts and docu .ents of a person subject to this chapter to deter-
mine the correctness of a report filed with the commission or in
conjunction with an investigation or inspection conducted under (a) of
this section.

(c) Subpoenas may be issued and shall be served in the manner
prescribed by AS 44.62.430 and court rule. The failure, refusal, or
neglect to obey a subpoena is punishable as contempt in the manner
prescribed by law or court rule. The superior court may compel obedi-
ence to the commission®s subpoena in the same manner as prescribed for
obedience to a subpoena issued by the court.

Sec. 15.14.370. LEGAL COUNSEL. @ The attorney general is
legal counsel for the commission. The attorney general shall advise
the commission in legal matters arising out of the discharge of its
duties and represent the commission in actions to which it is a party.

(b) When the public interest warrants, and if the attorney
general concurs, the commission may employ temporary Jlegal counsel
from time to time in matters in which the commission is involved.

ARTICLE 6. GENERAL PROVISIONS.
Sec. 15.14.900. DEFINITIONS. In this chapter
(1) ‘"candidate”™ means an individual who
(A) files for election to the state legislature, for
governor, for lieutenant governor, for municipal office, for

retention in judicial office, or for constitutional delegate;

SB0OO085a -39- SB 85



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

SB 85

(B) campaigns as a write-in candidate for an elective
office; or

(C) accepts contributions totalling $1,000 or more in
the aggregate from another person or political action committee
for the purpose of seeking elective office or retention in judi-
cial office;

(2) “"contribution”

(A) means the purchase, payment, promise or obligation
to pay, loan or loan guarantee, deposit or gift of money, goods
or services for which charge is ordinarily made and that is made
for the purpose of influencing the nomination or election of a
candidate or for the purpose of influencing a ballot proposition
or question, including the payment by a person other than a
candidate or political party, of compensation for the personal
services of another person that are rendered to the candidate or
political party;

(B) doe;? not include

(i) services provided without compensation by an
individual volunteering on behalf of a candidate or ballot
proposition or question, unless the services are volunteered
by an individual who would ordinarily be paid a fee or wage
for the services;

(ii) services provided by an accountant orother
person to prepare reports and statements vrequired by this
chapter;

(iii) servicesprovidedby an attorney relating to
AS 15;
(iv) ordinary hospitality in a home;

(3) "expenditure™
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(A) means a purchase or a transfer of money or anjr-
thing of value or a promise or agreement to purchase or transfer
money or anything of value, incurred or made for the purpose of

(i) influencing the nomination or election of a

candidate or of any individual who files for nomination at a

later date and becomes a candidate;

(ii) influencing the outcome of a ballot proposi-
tion or question; or
(iii) providing payment of compensation for the

personal services of another person that are rendered to a

candidate or political party;

(B) does not include a candidate"s filing fee or the
cost of preparing reports and statements required by this chap-
ter;

(4) "individual™ means a natural person;

(5) "influencing the outcome of a ballot proposition or
question”™ includes the efforts necessary to place an initiative or
referendum on the ballot;

(6) "municipality” has the meaning givenin AS 01.10.060;

(7) "person" has the meaning given in AS01.10.060 but does
not include an entity organized to influence an election;

(8 "political action committee”

(A) means a person or combination of persons that
accepts contributions for the purpose of influencingan election
and exercises discretion over the expenditure of the
contributions;

(B) but does not include a political party and its
state, regional, or local subdivisions;

(9 "political party”
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(A) means a group of organized voters that
(i) claims to represent a political program; and
(i) nominated a candidate for governor who

ceived at least five percent of the total vote cast at the
preceding general election for governor;

(B) does not include the campaign committee of a

candidate.
* Sec. 2. AS 11.56.130 is amended to read:

Sec. 11.56.130. DEFINITION. In AS 11.56.100 - 11.56.130, "bene—
fit" has the meaning given [ASCRIBED TO IT] in AS 11.81.900 but does
not include

(1) political campaign contributions reported under AS 15.-
14 [IN ACCORDANCE WITH AS 15.13];
(2) concurrence in official action in the cause of legiti—
mate compromise between public servants; or
(3) support, including a vote, solicited by a public ser—
vant or offered by any person in an election.
* Sec. 3. AS 15.56 is amended by adding a new section to read:

Sec. 15.56.025. UNLAWFUL SOLICITATION OF CONTRIBUTIONS. (€)) A
person commits the crime of unlawful solicitation of campaign contri—
butions if the person intentionally solicits a campaign contribution
through a threat of physical force, job discrimination, or financial
reprisal.

(b) Unlawful solicitation of campaign contributions is a class C
felony.

* Sec. 4. AS 24.45.021(a) 1is amended to read:

() This chapter shall be administered by the Alaska Public
Offices Commission established [CREATED] under AS 15.14.020 [AS 15.-
13.020(a)],
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* Sec. 5. AS 24.45.091 is amended to read:

Sec. 24.45.091. PUBLICATION OF REPORTS. Copies of the state—
ments and reports filed under this chapter shall be made available to
the public at the commission®s central office, the office of the
lieutenant governor, the legislative reference library of the Legisla—
tive Affairs Agency, and at the commission®"s district offices [PRE—
SCRIBED IN AS 15.13.020(j)] as soon as practicable after each re—
porting period.

* Se:. 6. AS 24.60.080 is amended to read:

Sec. 24.60.080. GIFTS. Unless otherwise provided for under
AS 24.60.030, a person to whom this chapter applies may not solicit a
gift in any amount, or accept or receive, directly or indirectly, a
gift, whether in the form of money, services, a loan, travel, enter—
tainment, hospitality, or other form, if the gift was intended as a
reward or inducement for an official action by the person. A gift of
travel and hospitality within the state received by a member of the
legislature in obtaining information on matters of legislative concern
is not prohibited by this section, nor are political contributions
received and reported under AS 15.14 [AS 15.13.040],

* Sec. 7. AS 29.20.170 is amended to read:

Sec. 29.20.170. VACANCIES. The governing body may provide by
ordinance the manner in which a vacancy occurs in any elected office
except the office of mayor or school board member. Unless otherwise
provided by ordinance, the governing body shall declare an elective
office, other than the office of mayor or school board member, vacant
when the person elected

€D fails to qualify or take office within 30 days after
election or appointment;

2 is physically absent from the municipality for 90
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consecutive days unless excused by the governing body;

3) resigns and the resignation is accepted;

4 is physically or mentally unable to perform the duties
of office as determined by two-thirds vote of the governing body;

(5) isconvicted of a felony or of an offense involving a
violation of the oath of office;

(6) isconvicted of a felony or misdemeanor described in
AS 15.56 and two-thirds of the members of the governing body concur in
expelling the person elected;

@) is convicted of a misdemeanor®mderformer [VIOLATION
OF] AS 15.13 oris found to have committed a violation 1in the first
degree under AS 15.14.230;

€) no longer physically resides in the municipality and
the governing body by two-thirds vote declares the seat vacant; or

(€)) if a member of the governing body, misses three con—
secutive regular meetings and is not excused.
Sec. 8. AS 29.20.280(a) is amended to read:

() The governing body shall, by two-thirds concurring vote,

declare the office of mayor vacant only when the person elected

(1) fails to qualify or take office within 30 days after
election or appointment;

@) unless excused by the governing body, 1is physically
absent for 90 consecutive days;

3) resigns and the resignation is accepted;

4 is physically or mentally unable to perform the duties
of office;

(5) is convicted of a felony or of an offense involving a
violation of the oath of office;

(6) is convicted of a felony or misdemeanor described in
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AS 15.56;

(7) is convicted of a misdemeanor under former [VIOLATION
OF] AS 15.13 or is found to have committed a violation in the first
degree under AS 15.14.230;

(8 no longer physically resides in the municipality; or

(9) if a member of the governing body in a second class
city, misses three consecutive regular meetings and is not excused.
*Sec. 9. AS 39.50.050(a) is amended to read:

(a) The Alaska Public Offices Commission established [CREATED]
under AS 15.14.020 [AS 15.13.020(a)] shall administer the provisions
of this chapter. The commission shall prepare and keep available for
distribution, standardized forms on which the reports required by this
chapter shall be filed.

*Sec. 10. AS 39.50.200(a)(3) is amended to read:
(3) "commission" means the Alaska Public Offices Commis-
sion established [CREATED] under AS 15.14.020 [AS 15.13.020(a)];
*Sec. 11. AS 39.50.200(b) is repealed and reenacted to read:
()] In this chapter "state commission or board"” means the
(1) Agricultural Revolving Loan Fund Board (created admin-
istratively to assist in administration of AS 03.10);
(2) Alaska Coastal Policy Council members and their alter-
nates (AS 44.19.155);

(3) Alaska Commercial Fisheries Entry Commission (AS 16.-

43.020);

(4) Alaska Commission on Postsecondary Education (AS 14.-
42.015);

(5) Alaska Energy Center (AS 46.12);

(6) Alaska Housing Finance Corporation (AS 18.56.010 -
18.56.210);
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stitution);

8
18.26.900);

©)

(10)

(ID

Alaska Judicial Council (art. IV, sec. 8, Alaska Con-

Alaska Medical Facility Authority (AS 18.26.010 -

Alaska Municipal Bond Bank Authority (AS 44.85.020);

Alaska Power Authority public directors (AS 44.83.030);

Alaska Oil and Gas Conservation Commission (AS 31.05.-

005 - 31.05.170);

(12)
(13)

Alaska Public Broadcasting Commission (AS 44.21.256);

Alaska Public Offices Commission, including the execu-

tive director and employees of the commission (AS 15.14.020);

14
(15)

(AS 38.06.020);
an
(18)
(19)
(20)
(21
(22)
(23)
(24)
(25)
(26)

Permanent Fund

(27)

Alaska Public Utilities Commission (AS 42.05.010);

Alaska Resources Corporation (AS 37.12.010);

Alaska Seafood Marketing Institute (AS 16.51.010);
Alaska State Council on the Arts (AS 44.27.040);
Alaska State Building Authority (AS 18.55.020);
Alaska Teachers®™ Retirement Board (AS 14.25.035);
Alcoholic Beverage Control Board (AS 04.06.010);
Board of Education (AS 14.07.075);

Board of Fisheries (AS 16.05.221(a));

Board of Game (AS 16.05.221(b));

Board of Parole (AS 33.16.020);

Board of Trustees and executive director of the Alaska
Corporation (AS 37.13.040);

Commission on Judicial Conduct (art. 1V, sec. 10,

Alaska Constitution);

SB 85
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(AS 18.66.010);

(29) Employment Security Advisory Council (AS 23.20.025);

(30) Fishermen"s Fund Advisory and Appeals Council (AS 23.-
35.010);

(31) Governor®s Commission on the Administration of  Justice
(AS 44.19.110);

(32) Guide Board (AS 08.54.010);

(33) Local Boundary Commission (AS 44._47.565);

(34) Occupational Safety and Health Review Board (AS 18.60.-
057);

(35) Public Employees™ Retirement Board (AS 39.35.030);

(36) State Assessment Review Board (AS 43.56.040);

(37) State Commission for Human Rights (AS 18.80.010);

(38) State Personnel Board (AS 39.25.060);

(39) University of Alaska Board of Regents (AS 14.40.120);

(40) Workers® Compensation Board (AS 23.30.005).

*Sec. 12. AS 44.62.330(a)(39) is amended to read:

(39) Alaska Public Offices Commission except to the extent
that AS 44.62.350 - 44.62.630 1is inconsistent with AS 15.14.280 -
15.14.360

*Sec. 13. AS 15.13 and AS 15.56.010(1) and (2) are repealed.

*Sec, 14. Alaska Public Office Commission members serving on the
effective date of this Act continue to serve out theirterms as provided
under AS 15.13.020, repealed in sec. 13 of this Act. Vacancies occurring
on or after January 1, 1988, shall be filled inaccordance with AS 15.14.-
020 enacted in sec. 1 of this Act.

* Sec. 15. Notwithstanding AS 15.14.010(b) as enacted in sec. 1 of this
Act, the election of a municipality held under former AS 15.13.010(a) to

exempt its officers from the application of AS 15.13 is confirmed as an
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*Sec. 16. In accordance with AS 15.14.190 as enacted in sec. 1 of this
Act, a candidate shall, no later than January 31, 1988, close each campaign
account relating to a campaign for an election held before January 1, 1988,
unless the campaign has outstanding debts. |If the campaign has outstanding
debts, the candidate may keep campaign accounts open after January 31,
1988, but shall close each campaign account within 30 days after all debts
have been paid and in no event later than January 1, 1989, whether or not
there are outstanding debts remaining on that date. During the time that
an account remains open under this section, contributions may be solicited
and accepted and expenditures made only for the purpose of retiring out-
standing debts of a campaign for an election held before January 1, 1988.
An outstanding campaign debt remaining on January 1, 1989, becomes the
personal debt of the candidate.

*Sec. 17. This Act applies to election campaign activities that take
place after January 1, 1988.

*Sec. 18. This Act takes effect January 1, 1988.
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Senate Community &Regional Affairs Lte!Cs r:”
Teleconference
CSSB 356(SA)
My name is Jean Rogers. | 'mthe chairman of the Alaska Public O ffiees
Commission. Arlayne Knox from Fairbanks who 1s the vice-chairman of
the Commission 1s here with me as Is our newest member. Annie Laurie
Moward of Anchorage. Vesterday sfternoon the Commiesion speiii. some .'ifne
discussing the bill before you. we find there are things in the bill
we support and things in the b ill we oppose. [|'Il try to give you a few

examples of each in just a moment.

But first, the members of the Commission wish to point out that this bin
1s very different from both the one that was initially Introduced Into
State Affairs and from the proposals which received public testimony in
October. Quite frankly, with such complex language on a subject of

Intense public interest, a proposal needs to be put on the table and le ft
there in the same form long enough for people to obtain a copy, read it,

and think about it before they testify. Unless that is done, the debate
takes place only on a few key Issues and many other critical provisions

are adopted without scrutiny.

All fall the public discussion centered on Mr. Gross's proposal to abolish
the contribution lim itation. Now we know that provision is not to be part

of the language, but the debate about that proposal has created the impression
that everyone knows what's in the b ill.

With respect to the the provisions we discussed yesterday, we were reviewing
the State Affairs Committee Substitute dated February 24th. The items we

like the most include the registration section for candidates and political
action committees, the codification of independent expenditures, the require-*
ment to terminate a campaign, the ban on solictatlons under force or 1n public
offices. While there may well be room for improvement in these sections, we
believe the concepts to be good ones and worth pursuing.

Now let me turn to the provisions which give us the most concern. They are
listed in the order they appear in the b ill.

Page 18, line 27, subsection 150(a) - As you know we do not support
the continuation of contributions by subsidiaries. The records of the past-
two elections amply illustrate how the limitation is undermined by this

practice.

Page 19, line 1, subsection 150(b) - The law needs to spell out that
any kind of prohibited contribution must be returned whether was anonymous,
in the name of another, 1n a fictitious name, an excess contribution, etc.
We have found case law elsewhere that suggest both the present statute and
ths proposal before you are inadequate on this subject.

Page 19. line 11, subsection 150(c) - If a person is allowed 10 days
to return a prohibited contribution, then the Commission w ill end up



with cases where the issue is what to do about someone who returned a con-
tribution 1n 11 days, or 12 days or 13 days. Complaintants frequently usf<
such provisions to their advantage. It would make more sense to require
Immediate return and give the Commission room to consider the facts in a
specific situation.

Page 20, Une 21, subsection 160(e) — Much has already been said
about the languaqge which undermines the requirement to list deputy treasurerso
Those of us who believe the public has the right to know who's carrying
around campaign money would like to know how a person could solicit a
contribution and carry it to a campaigh without exercising any discretion
oyer the Identify of the campaign or the amount of the contribution. The
real bagmen in Hfe don't say, "I hope you give a contribution of some amount
to some candidate and if you do, I'lIl take 1t to them." That's the only
behavior this language would sanction.

Page 21, Une 4, subsection 160(f) - This language parrots-existing law
about the responsibility of candidates. Our experience has shown that there's
much room for improvement with respect to the candidates and the organizers of
groups being required to be responsible. Anything you can do to strengthen this
language would be appreciated.

Campaign Violations in the 1st and 2nd degree - subsections 220 and 23QC
Although 1t appears the Commission could levy substantial fines for 1st degree
violations, that would be unlikely. In order to assess the larger fines,
the Commission would have to prove byclear and convincing evidence that
an act was taken with Intent toavoid disclosure. This standard of proof is
unreasonably high and would mean few penalties at the higher levels. In
the second degree area, we feel that thefines may be too low.

Page 32, Statute of Limitations, section 260 - the term should be 4 years
for both kinds of violations, especially since 4-year terms of office are
covered by this law.

P.ige 36, subsection 310(b), "ban on plea bargaining,” - The Commission
staff serves at the pleasure ofthe Commission; those who are unhappy with its
performance are most welcome towrite and let us know.

Page 38, subsection 330, confidentiality - Even 1f we supported the
premise - and we're not sure we do - this language is flawed. The confidentiality
requirement 1s clearly Imposed on the Commission and Its staff but the complaintant
would still be free to talk. The language forbids discussion if no accusation
is ever filed. Certainly the public hasan Interest 1n what cases are dismissed
and why. The language in subsection (b)is so prohibitive that it might be 11 legal
to conduct an Investigation. |If a subpoena were issued with the name of the
respondent on it, such could be construed as divulging the existence of an
investigation.

That concludes my remarks on behalf of the Commission. Thank you
for this opportunity and for the special effort you made to arrange this
teleconference. We're most appreciative.
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AS 15.13 - Campaign Disclosure '

Introduction '

The volume and complexity of campaign financing has outstripped the Law's
ability to provide meaningful disclosure and effective enforcement. Pub-
lic interest in information concerning the sources of campaign financing
has grown with the cost of campaigns. Campaigns, contributors, and
voters all express dismay at the increased costs and the fund-raising
efforts required to support those costs.

The recommendations which follow are intended to reduce the sources of
campaign funding and to increase the tools for enforcing those restric-
tions. Additional recommendations address loopholes in the current
statute which allow the organization of last minute efforts to influence
elections without adequate notice to the public or the affected campaigns.

Recommendations are also made to reduce the applicability of the chapter
in areas where campaign activity is limited.

1. Contribution Limitation - AS 15.13.070(a)

The Commission recommends a comprehensive revision of the type of allow-
able contributor. The effect of the recommendations is listed below.
Attachment A compares present law with the proposal. The effect of the
proposal on contributors is:

a. Individuals may give $1,000 in a calendar year to a candidate,
a group, ora district party subdivision, and may give unlimited
amounts to a state party central committee.

b. A group may make no contribution whatsoever to a candidate, ano-
ther group, or a political party. Group efforts would be re-
stricted to supporting or opposing ballot issues and to making
independent expenditures for or against a candidate.

c. District party subdivisions could give unlimited amounts to a
candidate or to their state central committee, make no contri-
butions to groups, and give $1,000 to another district subdivi-
sion.

d. The state central committee of a political party could give unlim-
ited amounts to a candidate, make no contributions to groups,
and give $1,000 to district subdivisions. The proposal does
not allow for national party organizations to contribute to
candidates.
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e. Corporate, wunion, and partnership contributions are banned
entirely on the grounds that contribution decisions by such
entities are made by individuals, frequently the same individ-
uals who are giving funds personally. Additional consideration
should be given to language banning contributions by unincor-
porated associations which do not qualify as groups under the
definition in AS 15.13.130(4).

The effect of the proposal on recipients is:

2.

a. Candidates may receive $1,000 from an individual, unlimited
amounts from district party subdivisions and the state central

committee.
b. A group may receive $1,000 from an individual.

c. Adistrict oarty subdivision may receive $1,000 from an Individ-
ual, another district party subdivision, or a state central
committee.

d. A state party central committee may receivedunlimited amounts
from individuals and district party subdivisions.

Disclosure Thresholds

Report by candidate - reporting dates remain the same as well as the re-
guirement to provide name, address, occupation and employer for those
who contribute more than $100.

Provide an exemption for a state or municipal candidate who certifies he
or she will not accept more than $1,000 or spend more than $1,000 — in-
cluding the candidate's own money — in an election.

Report by group - reporting dates remain the same as well as the require-
ment to provide name, address, occupation and employer for those who
contribute more than $100.

Report by individual contributor - required of individual giving more
than $250.

Report of independent expenditure - required of individual or entity,
other than group or political party, making independent expenditure of
any amount.

3. Shorten State Campaigns (i.e., make them less expensive)

Establish civil penalty for prohibited expenditures before filing.

Amend the Election Code to shorten the timeframe within which declara-
tions can be filed.

Restrict use of candidate campaign funds to influencing the candidate’s
own election and to repaying campaign loans which were properly reported.
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Ban use of campaign funds by candidates for payment of fines.

Require campaign accounts to be closed by December 31 of the year of the
election.

4. Contributions in the Name of Another - AS 15.13.070(d)

Change "A contribution made by a,person wishing to remai- anonymous" to specify

that anonymous contributions, contributions made in the name of another? "nat
fictitious contributions are all subject to return, donation to charity or

escheat to the state. Specify the Commission's authority to direct the dispo-
sition of such funds.

5. Group Registration - AS 15.13.050
Require prior to accepting contributions or making expenditures.

Require to be filed handcarried or telegrammed if group forms within 14 days of
an election it intends to influen%:e.

Registration must include name, address and telephone numbers for chair, trea-
surer, and each deputy treasurer. Allow chair to certify reports.

Require annual renewal each January 15 until final report is filed.

Ban use of group name that is same or materially similar to name of group
on file with APOC.

Require that name of group organized by employees or members of a corpora-
tion, partnership, union, association or other organization include name of
the corporation, partnership, union, etc.

6. Commission Enforcement
New language establishing broader civil penalties for such things as:

a) knowingly making or accepting an excessive contribution, an anon-
ymous contribution, a contribution in the name of another, or a fictitious
contribution;

b) making prohibited expenditures before filing;

c) misuse of campaign funds;

d) late or incomplete registration by candidate or group, including
failure to list deputy treasurers;

e) failure to provide proper identification on campaign communications; or

f) other new violations which are added.

B-3
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7. Municipal Applicability - AS 15.13.010

Raise population threshold from 'more than 1,000' to ‘'more than 5,000" or
structure a date, two-three years hence, after which municipalities
are no longer covered. Attachment B lists the 26 municipalities now
covered; checkmarks indicate the fourteen locations where population

exceeds 5,000.

If population threshold is.not increased, provide an exemption for service
area board candidates, choirter commission candidates, ana Incorporation

election candidates.

8. Year-end Reports - AS 15.13.110(a)(4)
Specify December 31 as end of reporting period.
Change due date to January 15.

9. 24 Hour Reports - AS 15.13.110(b)

Change "one week" to "ten days."

10. Define Independent Expenditures

Codify concept now in regulation, 2 AAC 50.351 and 2 AAC EO0,313(j)c
Banning groups, corporations, and other organizations from making contri-
butions to candidates will increase the practice of making Independent
expenditures for or against candidates. Expenditures which are not
"truly independent’ of a candidate amount to the same thing as contribu-
tions. Effective enforcement of the contribution restrictions will
require strong language for differentiating between contributions and

independent expenditures.
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AS 15.13 CONTRIBUTION LIMITATION
Attachment A

APOC Proposal -- November 28, 1986

‘controlled’

RECIPIENTS

under AS 15.13.130(4).
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Attachment B

MUNCIPALITY POPULATION
Anchorage 248,263
Bethel 3,681 "
Craig 1,167
Delta Junction 1,207
Fairbanks, City of 27,099
Fairbanks North Star Borough 75,079
Haines Borough 1,847
Homer 3,817
Juneau, City and Borough 29,370
Kenai, City of =6,436
Kenai Peninsula Borough 38,919
Ketchikan, City of 8,414
v-Ketchikan Gateway Borough 14,314
Modi ak," City of 6,602
Kodiak Island Borough 13,748
Matanuska-Susitna Borough 41,093
North Pole 1,640
North Slope Borough 8,308
Northwest Arctic Borough 6,110
Palmer 3,016
Seward 2,072
Sitka 8,221
Soldotna 3,597
Unalaska 1,922
Valdez 3,687
Wasilla 3,666

14 with population more than 5,000



February 28, 1986

Teleconference
CSSB 356(SA)

My name Is Jean Rogers. I'm the chairman of the Alaska Public O ffices
Commission. Arlayne Knox from Fairbanks who 1s the vice-chairman of
the Commission 1s here w' 'vme as ts our newest member.Annie Laurie

Howard of Anchorage. Y( day afternoon the Commission spent some cirnf
discussing the bill before you. We find there are things 1n the bill
we support and things 1n the b ill we oppose. [I'll try to give you a fefc

examples of each in just a moment.

Rut first, the members of the Commission wish to point out that this b ill
1s very different from both the one that was initially Introduced Into
State Affairs and from the proposals which received public testimony in
October. Quite frankly, with such complex language on a subject of
Intense public Interest, a proposal needs to be put on the table and le ft
there 1n the same form long enough for people to obtain a copy, read it,
and think about 1t before they testify. Unless that is done, the debate
takes place only on a few key Issues and many other critical provisions
are adopted without scrutiny.

All fall the public discussion centered bn Mr. Gross's proposal to abolish
the contribution limitation. Now we know that provision is not to be part

of the language, but the debate about that proposal has created the impression
that everyone knows what's in the b ill.

With respect to the the provisions we discussed yesterday, we were reviewing
the State Affairs Committee Substitute dated February 24th. The items we

like the most include the registration section for candidates and political
action committees, the codification of independent expenditures, the require”™
ment to terminate a campaign, the ban on solictatlons under force or in public
offices. While there may well be room for Improvement in these sections, we
believe the concepts to be good ones and worth pursuing.

Now let me turn to the provisions which give us the most concern. They are
listed in the order they appear in the b ill.

Page 18, line 27, subsection 150(a) - As you know we do not support
the continuation of contributions by subsidiaries. The records of the past
two elections amply illustrate how the limitation is undermined by this

practice.

Page 19, Une 1, subsection 150(b) - The law needs to spell out that
any kind of prohibited contribution must be returned whether was anonymous,
in the name of another, 1n a fictitious name, an excess contribution, etc.
We have found case law elsewhere that suggest both the present statute and
the proposal before you are inadequate on this subject.

Page 19, line 11, subsection 150(c) - If a person is allowed 10 days
to return a prohibited contribution, then the Commission will end up

+elcc



with cases where the Issue is what to do about someone who returned a con-
tribution in 11 days, or 12 days or 13 days. Complaintants frequently usr
such provisions to their advantage. It would make more sense to requm?
immediate return and give the Commission room to consider the facts In a
specific situation.

Page 20, line 21, subsection 160(e) — Much has already been said
about the language which undermines the requirement to 11st deputy treas™”™Sc
Those of us who believe the public has the right to know who's carrying
around campaign money would like to know how a person could solicit a
contribution and carry it to a campaign without exercising any discretion
over the Identify of the campaign or the amount of the contribution. The
real bagmen 1n life don't say, "I hope you give a contribution of some amount
to some candidate and if you do, I'll take 1t to them." That's the only
behavior this language would sanction.

Page 21, Une 4, subsection 160(f) - This language parrots-existing law
about the responsibility of candidates. Our experience has shown that there's
much room for Improvement with respect to the candidates and the organizers of
groups being required to be responsible. Anything you can do to strengthen this
language would be appreciatedf .

Campaign Violations in the 1st and 2nd degree - subsections 220 and 230c
Although it appears the Commission could levy substantial fines for 1st degree
violations, that would be unlikely. In order to assess the larger fines,
the Commission would have to prove byclear and convincing evidence that
an act was taken with intent to avoid disclosure. This standard of proof Is
unreasonably high and would mean few penaltiesat the higher levels. In
the second degree area, we feel that thefines may be too low.

Page 32, Statute of Limitations, section 260 - the term should be 4 years
for both kinds of violations, especially since 4-year terms of office are
covered by this law.

Page 36, subsection 310(b), "ban'on plea bargaining," - The Commission
staff serves at the pleasure ofthe Commijsion; those who are unhappy with its
performance are most welcome to write and let us know.

Page 38, subsection 330, confidentiality - Even 1f we supported the
premise - and we're not sure we do - this language 1s flawed. The confidentiality
requirement 1s clearly Imposed on the Commission and its staff but the complaintant
-would still be free to talk. The language forbids discussion 1f no accusation
1s ever filed. Certainly the public hasan Interest 1n what cases are dismissed
and why. The language in subsection (b)1ls so prohibitive that 1t might be illegal
to conduct an Investigation. If a subpoena were Issued with the name of the
respondent on it, such could be construed as divulging the existence of an
Investigation.

That concludes my remarks on behalf of the Commission. Thank you
for this opportunity and for the special effort you made to arrange this
teleconference. We're most appreciative.
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AS 15.13 - Campaign Disclosure

Introduction

The volume and complexity of campaign financing has outstripped the Law's
ability to provide meaningful disclosure and effective enforcement. Pub-
lic interest in information concerning the sources of campaign financing
has grown with the cost of campaigns. Campaigns, contributors, and
voters all express dismay at the increased costs and the fund-raising
efforts required to support those costs.

The recommendations which follow are intended to reduce the sources of
campaign funding and to increase the tools for enforcing those restric-
tions. Additional recommendations address loopholes in the current
statute which allow the organization of last minute efforts to influence

elections without adequate notice to the public or the affected campaigns,,

Recommendations are also made to reduce the applicability of the chapter
in areas where campaign activity is limited.

1. Contribution Limitation - AS 15.13.070(a)

The Commission recommends a comprehensive revision of the type of allow-
able contributor. The effect of the recommendations is listed below
Attachment A compares present law with the proposal. The effect of the
proposal on contributors is:

a. Individuals may give $1,000 in a calendar year to a candidate,
a group, or a district party subdivision, and may give unlimited
amounts to a state party central committee.

b. A group may make no contribution whatsoever to a candidate, ano-
ther group, or a political party. Group efforts would be re-
stricted to supporting or opposing ballot issues and to making
independent expenditures for or against a candidate.

c. District party subdivisions could give unlimited amounts to a
candidate or to their state central committee, make no contri-
butions to groups, and give $1,000 to another district subdivi-

sion.

d. The state central committee of a political party could give unlim-
ited amounts to a candidate, make no contributions to groups,
and give $1,000 to district subdivisions. The proposal does
not allow for national party organizations to contribute to

candidates.
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e. Corporate, union, and partnership contributions are banned
entirely on the grounds that contribution decisions by such
entities are made by Individuals, frequently the same individ-
uals who are giving funds personally. Additional consideration
should be given to language banning contributions by unincor-
porated associations which do not qualify as groups under the
definition in AS 15.13.130(4).

The effect of the proposal on recipients is:

a. Candidates may receive $1,000 from an individual, unlimilod
amounts from district party subdivisions and the state central
committee.

b. Agroup may receive $1,000 from an individual.

c. Adistrict party subdivision may receive $1,000 from anindivid-
ual, another district party subdivision, or a state central
committee.

d. Astate party central committee may receivedunlimited amounts
from individuals and district party subdivisions.

2. Disclosure Thresholds

Report by candidate - reporting dates remain the same as well as the re-
quirement to provide name, address, occupation and employer for those
who contribute more than $100.

Provide an exemption for a state or municipal candidate who certifies lie
or she will not accept more than $1 ,000 or spend more than $1,000 — in-
cluding the candidate's own money -- in an election.

Report by group - reporting dates remain the same as well as the require-
ment to provide name, address, occupation and employer for those who
contribute more than $100.

Report by individual contributor - required of individual giving more
than $250.

Report of independent expenditure - required of individual or entity,
other than group or political party, making independent expenditure of

any amount.
3. Shorten State Campaigns (i.e., make them less expensive)
Establish civil penalty for prohibited expenditures before filing.

Amend the Election Code to shorten the timeframe within which declara-
tions can be filed.

Restrict use of candidate campaign funds to Influencing the candidate's
own election and to repaying campaign loans which were properly reported.

B -i
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Ban use of campaign funds by candidates for payment of fines.

Require campaign accounts to be closed by December 31 of the .year nf i.hr
election.

4. Contributions in the Name of Another - AS 15.13.070(d)

Change "A contribution made by a,person wishing to remai- anonymous" to specify

that anonymous contributions, contributions made in the name of -mother, r.prf
fictitious contributions are all subject to return, donation to charity o»

escheat to the state. Specify the Commission's authority to direct the dispo-
sition of such funds.

5. Group Registration - AS 15.13.050
Require prior to accepting contributions or making expenditures.

Require to be filed handcarried or telegrammed if group forms within 14 days of
an election it intends to influence.
r

Registration muist include name, address and telephone numbers for chairs trea-
surer, and each deputy treasurer. Allow chair to certify reports.

Require annual renewal each January 15 until final report is filed.

Ban use of group name that is same or materially similar to name of group
on file with APOC.

Require that name of group organized by employees or members of a corpora-
tion, partnership, union, association or other organization include name of

the corporation, partnership, union, etc.

6. Commission Enforcement
New language establishing broader civil penalties for such things as:

a) knowingly making or accepting an excessive contribution, an anon-
ymous contribution, a contribution in the name of another, or a fictitious

contribution;
b) making prohibited expenditures before filing;
¢) misuse of campaign funds;

d) late or incomplete registration by candidate or group, including
failure to list deputy treasurers;

e) failure to provide proper identification on campaign communications; or

f) other new violations which are added.

B-3
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7. Municipal Applicability - AS 15.13.010

Raise population threshold from 'more than 1,000' to 'more than 5,000' or
structure a date, two-three years hence, after which municipalities
are no longer covered. Attachment B lists the 26 municipalities now
covered; checkmarks indicate the fourteen locations where population

exceeds 5,000.

If population threshold is.not increased, provide an exemption for. "et-vicc
area board candidates, charter commission candidates, ana Mironr*'alioi*

election candidates.

8. Year-end Reports - AS 15.13.110(a)(4)
Specify December 31 as end of reporting period.
Change due date to January 15.

9. 24 Hour Reports - AS 15.13.110(b)

Change "one week" to "ten days."

10. Define Independent Expenditures

Codify concept now in regulation, 2 AAC 50.351 and 2 AAC 50c313(j)o
Banning groups, corporations, and other organizations from making contri»
butions to candidates will increase the practice of making independent
expenditures for or against candidates. Expenditures which are not
'truly independent' of a candidate amount to the same thing as contribu-
tions. Effective enforcement of the contribution restrictions will
require strong language for differentiating between contributions and

independent expenditures.
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MUNCIPALITY POPULATION
Anchorage : 248,263.
3ethel 3,631
Craig - 1,167
Delta Junction 1,207
Fairbanks, City of 27,099
Fairbanks North StarBorough 75,079
Haines Borough 1,847
Homer 3,817
Juneau, City and Borough 29,370
Kenai, City of ‘6,436
Kenai Peninsula Borough 38,919
Ketchikan, City of 8,414
Ketchikan Gateway Borough 14,314
Kodiak,- City of 6,602
Codiak Island Borough 13,748
Matanuska-Susitna Borough 41,093
North Pole 1,640
North Slope Borough 8,308
Northwest Arctic Borough 6,110
Palmer 3,016
Seward 2,072
Sitka 8,221
Soldotna - 3,597
Unalaska 1,922
Valdez 3,687
W asilla 3,666

* 14 with population more than 5,000
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Offered: 2112187 5-0421B
Referred: Rules

Original sponsor: Labor & Commerce '
Committee

BY THE \ >4#$ AND
IN THE SENATE COMMERCE -"~BMItTTEE

CS FOR SENATE BILL NO. 87 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FI®"1ST SESSION
A BILL
For an Act entitled: "An Act relating to the <credit card interest -ate
that may be charged by certain financial institu—
tions ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 06.05.209(b) is amended to read:

(b) A bank may issue a credit card or other similar credit-
granting device to a customer for obtaining money, goods, services or
anything else of value and the bank, when credit 1is extended under
this section, may impose a service charge at a monthly rate that
results in an annual rate not in excess of 17 percent on the out—
standing balance [THE LIMITSFOR SERVICE CHARGES PROVIDED IN AS 45.-
10.120(c)]- However, in addition, when cash is advanced under this
section, the bank may imposea setup charge that [WHICH] does not
exceed three percent of the funds advanced, or $12, whichever is less,
except that on loans of under $100 a minimum not exceeding $3 may be

charged.

SB0O087B -1- CSSB 87 (L&C)



ALASKA WOMEN'S LOBBY
POST OFFICE BOX 10-1571. ANCHORAGE. ALASKA 99510

February 11, 1987

Honorable Tim Kelly

Senate Labor and Commerce Committee
P.0. Box V

Juneau, Alaska 99811

Dear Chairman Kelly and members of the committee:

The Alaska Women®"s Lobby has consistently been opposed to efforts
aimed at de-regulation or raising the legal limit on service
charges and interest rates.

We cannot agree with the Alaska Banker"s Association®s
characterization of SB 87 as a consumer bill rather than a banking -
bill.

The banks propose that if allowed to raise the limit on service
charges on credit cards to a single rate of 18% per year there
would be a result in consumer savings because they would not
necessarily charge consumers the maximum allowed by law.

Over the years we have seen interest rates drop considerably as
has the Federal discount rate and holders of Alaskan credit cards
with balances of $1,000 or less have yet to experience a savings.

The supporters of SB87 claim that they must push the rate charged

on lower balances to the maximum because the lowering of the discount
rate has not allowed them to charge high enough interest on balances
over $1,000. It would seem that the lowering of the discount rate
might have resulted in increased profits for the banks if it was

not met by a decrease in interest charged to the majority of
consumers.

In previous years we have been told that if the statutes were

not changed to allow for an increased maximum rate it would force
Alaska®s banks to give up ther*- credit card operations and in
fact Alaska National Bank of the North did so and is now offering
Alaskan customers a card from Seattle at a 15% single rate. This
resulted in an actual benefit to Alaskan consumers.

The present two-tier system does not penalize the lower balance
user. The statutes do not mandate the banks to charge the maximum
interest rate.

One of the two remaining banks offering in-state credit cards

says if allowed to charge 18% to everyone they promise they will
reduce the rate, "in today"s market", the other bank, we are told
will consider the question. These do not seem guarantees the consumer
can count on.



ALASKA WOMEN'S LOBBY SB 87

If the two-tier system is outdated and is indeed responsible for
causing the majority of holders of Alaska issued cards to pay
18% interest rates then we would not oppose providing a single
maximum rate. That rate though.should guarantee a savings to
Alaskan credit card holders, perhaps 16%.

Or you might consider a single floating rate of a certain number
of percentage points above the discount rate set by the Federal
Reserve Bank. This way the rate could adjust to current market
conditions. Another possibility would be a choice of the higher
of the two.

Consumers are becoming more sophisticated and their choices are
broad. Some Alaskan banks are charging a 15% single rate on out
of state cards. Credit Unions offer even lower rates. There is
a push in Congress for a national ceiling on interest rates.

We do not wish to prevent Alaskan banks from competing with out
of state issuers in attracting credit card customers, but as you
consider amending our current consumer-protective statutes we
would urge you to assure that changes will result in an actual
benefit to the average consumer.

Thank you for your consideration.

Sincerely,

Sherrie Goll
for the Alaska Women®"s Lobby
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£that asTmany as:a dozen financial InstPta
/utions*wouldVopen'credit card bank51 4uieu urcuu utuu upui twiuiil iu wuereg-";

efherewithin ayearhl' *m e Nated D i
i a'T'can’ toveremphasmetheemploy - The deregulation-,oE.predit(cards ap-y it
ment* aspect.--of, the--bill,” he said..’ plles only-.tg:cards - |ssuedhy|||nan(:|a|j

*InKliiiilinnffl { mm] iftjor'.h nml. n

i f,That'swhatit’sall about>But we can’t

j have one part {new banks] without the.
eother [creditjcard deregulation]."
« Under the) bill,, aRredit: card bank:
would have, to employ at least 50 peo-
ple or contract'with a Georgia credit ~annual interest fate/They;ofe'fiotper/
card processing company that employs mitted to charge W annual feeV/;/./)B ,
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WASHINGTON - The chair-
man of a Senate Banking subcom-
mittee is warning banks that issue
Visa and MasterCard credit cards
to begin competing on interest
rates or risk new legal curbs on
the rates they can charge.

Sen.~Chrlstopher*Dodd.AD*'?
Conn.,'Opening a hearing by his
consumer affairs subcommittee,
said Tuesday he disliked the idea
ofa national cap on interest rates,
calling such a ceilingJ'a simple t
and wrong -'oolutionto'a coinpli-.
cated problem.-* «






] BANK CARPSOINTEREST -RATES

oodk 0 samp[o 0T SOMe Anchorage banks
Company First 5,000 Over 51,000 Annual fees
Alaska Continental Bank 18.00% 10.50% $20
Alaskan Federal Credit Union *14.85% same none
Alaska Mutual Bank 18.50% same $18
Alaska National Bank of the North 15.00% same $18
Alaska Pacific Bank 18.00% 10.50% $20
Alaska Statebank 18.00% 10.50% $20
Alaska USA Federal Credit Union *13.90% same $15
Fedalaska Federal Credit Union 18.00% 10.50% $20
First Federal Bank of Alaska 18.00% 10.50% $20
First Interstate Bank of Alaska 21.00% same $20
First National Bank of Anchorage 18.00% 10.50% $20
National Bank of Alaska 18.00% 10.50% $20
Rainier Bank Alaska 15.00% same $20
Alaska Bank Card Center 18.00% ' 10.50% $20

« Fluctuates

Interest free period
25 days
none
20 days
21 days
25 days
25 days
25 days
25 days
25 days
25 days
25 days
25 days
25 days
25 days

j



By JANE CARTWRIGHT
Da«v News feooner

m f youre unhappy with the interest rate
you pay on your credit card, all you may

I have to do is drive down the street to a
different bank.

Or appiy for a "cheaper" card from an
out-of-state bank.

Don't let the pleasure and convenience of
the credit card — perhaps the most popular
consumer invention ever — blind you to the
reality of monthly payments, say experts.
Shop around for the best interest rate, annual
fee and interest-free grace period.

Banks that issue Visa or MasterCard set
their own interest rates. Rates charged by
Anchorage banks and credit unions vary
widely —up to 6 percent.

Alaska USA Federal Credit Union cur-
rently charges its members
the lowest rate at 139 per-
cent. California-based First

.Interstate Bank of Alaska
charges the highest at 21 per-
cent.

The majority of Anchorage
banks charge 18 percent on
the first SI,000 of unpaid bal-
ance and 105 percent on any-
thing above that.

The annual interest rate is
the amount the cardholder
pays on the unpaid balance of
the charge. Usually there’s an
interest-free or grace period
before interest is tagged onto
the balance. The length of the
grace period varies, too. So
does the annual fee charged to
use the card.

So what? you may ask. If
S0, you're not alone.

One in four Americans car-
rying bank "plastic” doesn't
know the rate of interest he is paying for the
pleasure, according to a survey published in
the Bank Credit Card Observer, a monthly
industry newsletter.

The percentage of card holders who don't
know may, in fact, be quite a bit higher,
according to experts. Many people find- it
difficult to admit they don’t know. o'e

A surprising 78 percent of the 1,008 Ameri-
cans surveyed said they see their cards as
more of a convenience than a loan.

"The new year will challenge these be-
liefs," according to the New Jersey-based
newsletter. " Comparative shopping is
entering a new era.”

The new federal tax law calling for the
phase-out of the tax deduction on bank credit
card interest, among other things, may height-
en consumer activism, according to the news-
letter.

This and other factors may lead consumers

to comparison shop for credit cards the way
they shop for best buys on appliances and
automobiles.
» "Consumers are switching (banks) by the
millions,” said Steve E. Goodman, associate
editor of the newsletter, in a telephone inter-
view. "Banks that offer low-interest rates are
being swamped by aopiications."

According to the newsletter’'s poll of the
nation’s 200 largest banks; the lowest interest
rate on a bank card, 10.5 percent, is offered by
the First Commercial Bank of Little Rock,
Ark. The highest: 22.2 percent, by NCNB
South Carolina in Columbia.

There’s nothing to prevent a resident of
Anchorage from applying for credit cards
offered by banks Outside. In fact, manv
Alaskans do. according io Elgie Holstein.
Washington, D.C., director of Bankcard Hold-
ers of America.

All you have to do is write to the bank and
apply for a card.

"I do know that Alaska residents, like
residents elsewhere in the country, are car-
rying credit cards issued by a local bank and
also carrying a large number of cards issued
by out-of-state banks,” he said.

The average bank credi card interest is 185
percent, he said, even though interest rates on
mortgages, cars and other loans "have fallen
dramatically."

Holstein said the variation in rates here in
Anchorage is not unusual.

"Regardless of where you live," he said,
"you should shop around for the best deal on

credit cards."

Bankcard Holders of America will mail you
a list of bank interest rates from across the
country for $1.

"If there’s a dispute over a charge, you
have to put it in writing," he explained. "So,
it doesn't matter if the bank is two blocks
away or 2,000 miles."

Of the 82 million people in the U.S. who
.carry bank credit cards, almost two-thirds (63
percent) say they would be willing to switch

. to acard with a lower interest rate, according
to the Bank Credit Card Observer.

Though there is a push in Congress for a
national ceiling on interest rates, the banking
industry opposes it.

"Legislation is not necessary unless there is
evidence of a monopoly in the marketplace.”

\ said Mary-Liz Meany, Washington, D.C.

\spokeswoman for the American Bankers Asso-
ciation.

“With the issuance of bank
cards, this isn't true. There's
quite a lot of competition."”

She said it's dangerous to
compare credit card interest
rates with interest charged
for other types of consumer

j loans.

"They (card loans) are un-
secured loans, risky loans,
more expensive to process,"
Meany said. "The cost of ad-

| ministering the program is

/ very high."

| She said credit cards make
less money for banks — 1.68
percent of balances before
taxes — than mortgages (2.24
percent), installment loans

/ (2.32 percent) or commercial

/ loans (2.91 percent).
/ And the fees for credit
/ cards are "more accurately
described as service rates,"
Meany said. "They are a tremendous conve-
nience and they are very popular.”

However, fn its February issue, Consumer
Reports noted that last year consumers owed
some $70 billion in outstanding credit bal-
ances, “a virtual gold mine for card issuers,

_especially those who've planted millions of
- cards in the wallets of consumers."

The magarine reports that "lenders also
believed that consumers were not sensitive to
interest rate:* bca“se they are hooked on
their cards, and the lenders felt free to charge
whatever interest the traffic will bear."

However, sensitivity by banks may be
growing. Late last year Citibank; the largest
issqer of credit cards in the country, dropped
its rate from 19.8 percent to 16.8 percent on its
premium cards. Chase Manhattan, the third
largest credit-card issuer, quickly reduced it
regular Visa and MasterCard accounts from
19.8 percent to 17.5 percent.



By law, Alaska banks cannot assess card
holders more than 18 percent interest annually
on credit balances of less than $1,000.

For accounts with balances exceeding
$1,000, the interest rate floats 5 percentage
points above the discount rate set by the
Federal Reserve Bank — currently 5.5 percent.

The restrictions don't apply to out-of-state
banks with branches in Alaska.

Rainier Bank Alaska offers a 15 percent
interest rate — the same rate Rainier Bank
charges its Washington customers. Transac-
tions are processed through Seattle.

Seattle First National Bank processes
transactions for four Alaska banks: Alaska
National Bank of the North (15 percent),
Alaska Mutual Bank (18.5 percent). Mount
McKinley (18.5 percent) and First Bank (18.5
percent).

With SeaFirst’s acquisition last month of
the bank card operation at Alaska Bank of the
North, the number of Anchorage institutions
that issue and process their own cards shrank
to three: two credit unions and a bank.

Competing with Alaska USA Federal Cred-
it Union's 13.9 percent is Alaska Federal
Credit Union's 14.85 percent. You must be a
member to get a card. Alaska Federal charges
no annual fee for use of a card. However,
there is no grace period.

The one bank in Anchorage that issues its
own card is First National Bank of An-
chorage. The interest rate is 18 percent on the

CREDIT: Itpays to shop around

[_ Continued from Page D-1 |

first $1,000 and 10.5 on anything above.
The bank offers a 25-day grace period and
charges a $20 annual fee.

Though there are only three financial insti-
tutions that issue and process their own cards,
Alaska Bank Card Center processes cards in
the name of 21 other financial institutions
statewide. The center is a wholly owned
subsidiary of National Bank of Alaska, the
state's largest bank.

Rates for National Bank of Alaska’s 50,000
cardholders are the same as those offered by
the First National Bank of Anchorage.

Local bank officials say they encourage
shopping around.

"I think people are becoming more cogni-
zant of the different interest rates charged,”
said Vicki Wilts, member services manager for
Alaska Federal Credit Union.

"Before, it didn’t matter. People said, 'Give
me the card and let me do my shopping.’
We’re now looking at a younger generation,
the 28-to-45 age group, which is educated
about how to spend money wisely."

Joan Easley, branch manager for Rainier
Bank Alaska, agreed. "This is a sophisticated
population that is very much aware of what
interest rates are doing," she said. "We get
calls from people who want to change cards."

Because rates in Alaska are lower than
other parts of the country, out-of-state con-
sumers apply here for Alaska cards, said
Gloria Rager, bank card coordinator for Alas-
ka Mutual Bank. "We get calls from East
Coast consumers two or three times a day.
People can afford to be choosy."

OWrite Bankcard Holder* of America at 333
Pennsylvania Avu. S.E., Washington, D.C. 20003.
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HIDDEN: Low rates may

| Continued from Page D-1 |

Wisconsin bank, began offer-
ing some cards at a 14.9 per-
cent interest rate, but elimi-
nated the-'grace period.

e« Consumer Reports notes:
"Let's say you make five $50
purchases during a billing cy-
cle and pay in full two weeks
before the bill's arrival. With
the normal 25-day grace peri-
od, you’d owe no interest.

"But without a grace peri-
od, those purchases would
cost you $3 to $4 in interest
even on a card with a rela-
tively low 14.9 percent inter-
est rate."”

e Variable rates. Other
banks offer a low-rate card,
but the rate is variable. Ma-
rine Midland in New York,
for example, offers a card
with a 14.9 percent variable
rate. The bank changes the
rate every quarter according
to a number of factors, includ-
ing the cost of the funds. The
rate, however, is not pegged
to any outside index.
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If you pay off your credit-
card balances regularly and
don’t incur finance charges, a
much higher rate down the
line won’t make much differ-
ence. But if you carry credit
balances, it could.

"Before looking for a cred-
it card that offers the best
features in the crazy quilt of
pricing schemes, consider first
how you use credit,” the mag-
azine suggests. "If you are a
‘convenience’ user, who pays
off balances promptly each
month thus incurring no fi-
nance charges, grace periods
count but interest rates do
not.

"If youV-f w true credit
user, who allows your unpaid
balances to revolve into ;he
next billing period, look for a
lower interest rate. And, of
course, the more heavily you
charge, the more you'll save
with the lower rate.

"When evaluating credit-
card offers, look carefully at
the fine print before you sign
up. Check the annual fee.
Does the bank charge you
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interest at a higher rate if you
purchase less on your card?
Are there transaction fees for
cash advances or even pur-
chases?

"Your best bet is still with
an old-fashioned credit card
with a low interest rate, low
annual fee, and the grace peri-
od. Such offers are likely to
come from financial institu-
tions that are trying to get
more cards into the hands of
consumers, rather than from
banks that already have a
large credit-card consumer
base."

Consumer Reports notes
that "pricing can be subtle."

Consider First Deposit Na-
tional Bank in Tilton, N.H. It
offered by mail a Visa card
with no annual fees, no trans-
action fees, lower minimum
monthly payments and a 1
percent rebate on every pur-
chase made with the card.

The catch?

To get the card, you had to
take out a $1,000 cash advance
at a hefty 21.9 percent inter-
est rate.



TESTIMONY BEFORE SENATE LABOR & COMMERCE COMMITEE

Mr. Chairman, my name is Wes Coyner and | am representing
the Alaska Bankers Association who support passage of SB87.
This bill is, in fact more of a consumer bill than a banking

bill.

What this bill will do is provide a single legal maximum
interest rate on the outstanding balances on credit cards.

Under current Alaska law we have a two tier interest
rate structure which 1is outdated, and a relic of the days
of high interest rates and high inflation.

We now have a maximum rate of 18% on the first $1,000
owed on local bank cards and a lower rate on balances over
$1,000 that floats at five points above the federal discount
rate. The discount rate has fallen recently and this lower
rate on balances over $1,000 is now 10.5%. That is the
problem - rates are too high on balances under $1,000 and
too low on balances over $1,000.

As a result of our current two tier system approximately
150,000 Alaskans who have VISA and MASTERCHARGE cards issued
by Alaska banks, are not getting the full benefits of falling

interest rates in todays market.

In addition, current statute places Alaska banks, who
offer credit cards, at a competetive disadvantage with out
of state banks who have captured approximately half of the
Alaska credit card market. Ironically, most of those banks
charge a higher interest rate than local banks.

Further, existing law discourages Alaska banks from
issuing new cards, which in turn effects the number of
people employed in their card operations and forces many
Alaskans to use out of state cards at higher rates than Alaska
law allows. State laws do not apply to out-of-state banks and
credit unions who issue cards under more liberal laws of their
home states, in the case of banks, and federal regulations for
credit unions. Thirteen states have no limit and all but five
states allow rates that vary from 18% to 30%. However, the
legal maximum is not necessarily the rate charged.

As a side note, and as an example, Alaskan National Bank of
the North recently sold their credit card operations to Seattle
First National Bank. They reduced employment in that department
by 10-14 employees and now Seattle First will be offering Alaska
customers a card from Seattle at a 15% single rate not regulated
by Alaska law but by Washington stace.



Existing law allows our competitors from out of state
to do things that we cannot do, and the law iIn its present
form is not beneficial to lower income consumers.

We have a situation in which most of Alaska-issued card
owners (approximately 2/3), who carry relatively low balances,
wind up paying the maximum 18%, while a minority of the more
affluent, who qualify for the premium bank cards with larger
credit lines, can carry large balances and pay 10.5% on some
of i1t. Consequently, to make up for lower earnings on this
money, banks must push the rate to the maxiumu 18% on the lower
balances. This has the effect of the more affluent using the
cards as a source of cheap consumer credit and being subsidized
by the average consumer who carrys a smaller credit balance.

Our current structure has created inequities for banks
doing business in Alaska, who want to provide jobs, and for
the small or average consumer who desires a lesser interest
rate.

Passage of SB87 would correct those inequities.

Banks would be able to compete on even terms with out
of state banks by providing more cards to Alaskans seeking
them, thereby expanding their card base, which in turn can
lead to expanded operations and employment.

Most consumers would benefit by having one rate to
consider rather than the confusing two tier system that
now penalizes the lower balance user.

For those who are concerned about a maximum rate of 18%
as set forth"in SB87, Alaska banks are presently percieved
to be an 18% card, when truely they are not. We cannot
survive with an image of having an 18% card when our
competitors are offering cards at far less.

in this regard, one of the two remaining Alaska banks
offering credit cards will commit, in todays market, to a
single or blended rate of 16.5%, or less, with passage of
SB87. Thus, immediately reducing the 18% rate currently being
paid by the approximately two thirds of holders of Alaska
issued cards. Competition will certainly dictate that the
other bank review the market to protect their interest.

Our current, out of step law, no longer protects or
benefits the average consumer, who it was designed to protect
and has put Alaska banks into a disadvantaged position against
out of state card issuers.



SB87 will correct these problems and benefit both the
consumer and the banks doing business in Alaska and creating
employment.

The earlier this suggested change can be implemented,
the sooner banks can compete by the same basic ground rules
as out of state competitors and the sooner the consumer can
take advantage of the lower interest rate at least one bank
will commit to today and the other bank will review based
on market conditions.



INTERNATIONAL CONSUMER RESEARCH INSTITUTE

RESEARCH AND PROGRAMS TO ADVANCE CONSUMER INTERESTS

Jo DeMarj MEMORANDUM TO: Consumer fu lIleagues
Executive Director
Henry S. Reuss Federal Plaza FROM:
Room 1201
Milwaukee, WI 53203 SUB J -
nUJ,'27TM477
DATE: January 26j 1987

1 am pleased to share with vyou the results of a major piec* of
research that 1| hope will be of real value in the growing consumer effort
to bring down the excessive interest vrates being charged on many bank
credit cards.

As you may know, thelnternational Consumer Research Institute
recently sent a questionaire across the country to find out what people who
care about <consumers think of credit card interest rates. Well, it was
almost wunanimous -- 95 percent of those who responded said rat.es-are too
high.

What would be a fair rate ? The overwhelming majority s/aid 12 perceiyi
or less. Thai s fully six percent below the national average for bpYih

credi t cards.

We thought it was 1important to get this information out to the media
right away. We also thought it was 1important to get to the media the "real
numbers™ on who 1is charging what. So we contacted one of the companies
that survey banks.

We now have, two solid pieces of information for the media. We have our
own public opinion survey of consumer Jleaders who are virtually wunanimous

in saying rates are excessively high, and "rate data" for individual
banks.

The ICRI has put thisinformation together in a news release and
mailed it to the media. Enclosed is a copy of what we sent.

If you are planning to be 1in contact with media 1in your area as part
of the national effort announced earlier this month, please urge those
journalists to publish the information that consumers vreally need on hank
card rates.

And if our organization can be of anyvxissistance to you 1in your own
efforts to mount the fight against high credit card interestVates, write
or call me here in Milwaukee. We have access to and can also
share with you a copy of a study done "WigtJi__the- UnTvecjs-i-b-y*ofWisconsin
Center for Consumer Affairs that shows how important it 1is to get a strong
educational effort going.

When you realize that today there are banks <charging as much as 22
percent 1interest on consumer credit cards, while their "best customers” g~f
loans at a prime rate of 7.5 percent, you also, realize how 1important il is
to get this information out...and get it out quickly.



ICRI NEWS RELEASE

INTERNATIONAL CONSUMER RESEARCH INSTITUTE
Henry S. Reuu Federal Piau, Room 1201; Milwaukee, WI 53203

FOR RELEASE FOR INFORMATION:

JANUARY 29-, 1987 Ed Dooley
Christopher Smith
(202)659-5656

CONSUMER LEADERS SAY BANK CARD RATES TOO HIGH

MILWAUKEE, WI., January 29, 1987 -- America’s consumer
leaders are virtually unanimous in their belief that credit
card interest rates are too high, with the overwhelming
majority saying that an annual rate of no more than 12
percent is ™about right™, according to a survey released

here today.

The survey, conducted by the International Consumer Research
Institute (ICRI1), found that 95 percent of the respondents
believe banks are charging excessive interest rates on
credit cards. When asked what rate they believed was "about

right”, 82 percent said 12 percent or less.

"At a time when the prime rate has fallen to 7.5 percent and

lots of car loans are even lower, it’s unbelievable that the
national average for bank cards is still more than 18
percent,”™ Jo DeMars, executive director of the ICRI, said.

DeMars noted that despite the dramatic drop in general
interest rates over the last five years, credit card
interest rates have actually risen. In 1980, when the prime

rate stood at 18.39 percent, the average credit card



CONSUMER LEADER SURVEY
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rate stood at 17.31 percent. Today, the prime rate is down
more than 10 percentage points, but credit card rates have
gone up. The national average is over 18 percent, and some

banks charge in excess of 22 percent annually.

The nationwide survey of consumer leaders was undertaken
between January 5th and 23rd, and results are being released
to coincide with the efforts of a coalition of six national

consumer organizations who are urging Americans to fight

high credit card interest rates (see attached V\a" Sh’eet
J(ljmal story).

These consumer organizations are advocating a national
information and action campaign to convince consumers to
switch to lower interest cards. A survey conducted a year
ago found that consumer leaders believe Americans do not
have the kind of comparative information they need to make

informed decisions about which cards are the best value.

As a consumer issues organization, the International
Consumer Research Institute has been working with state and

national consumer groups, a3 well as Bank Cl’editcal’d

GC)SEI‘VEI", a leading industry newsletter, to disseminate

information on -credit card interest rates and terms.



CONSUMER LEADER SURVEY
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ICRI believes that forewarned is forearmed — and only the
informed consumer is forewarned. Enclosed with this
release, is a table showing the wide range of rates and
terms available to users of bank credit cards. All of the
cards listed in the table are available nationally. Banks

in your city can provide rates and terms available Ilocally.

With the average bank card interest rate for January in the
nation in excess of 18.00 percent, reflecting a spread of
10.50 to 22.20 percent, American consumers have real credit

card options, but only if they know what these options are.



Journal to List Rates
O0On Bank Credit Cards

In Table Each Month

fllaw all StreetJournalSlo//Reporter

NEW YORK - Beginning today. The
Wall Street Journal will publish a monthly
table o selected bank credit card interest,
rales and terms.

The table, prepared by Bank Credit
Card Observer, a newsletter published in
Isehtin. NJ.. will list banks with the lonest
rates on credit cards such as Visa and
MasterCard among about 200 banks sur—
veyed. All of the banks listed make their
cards available 1o customers nationwide.
For each bank, the table will list the an—
nual fee to cardholders and the grace pe—
riod. or time after purchases during which
interest in"t charged.

The table alsowill listbank credit cards
avai lable nationwide that charge no annual
fee. Such cards may be of interest © the
approximately 367c of cardholders, by the
newsletter's estimate, who pay their
credit-card balances in full each month.

Currently, the survey shows only two
no-fee cards, issued by Mercantile Trust
Co. and Centerre Trust Co.. both based in
St. Louis. They carry interest rates of
19.8%7 and 22%. respectively.

The lowest rate In this month"s survey
is 104*7 on cards issued by three Arkansas
banks. Arkansas law limits credit-card in—
terest to five percentage points above the
Federal Reserve"s discount rate, currently
54*7.

Bank credit-card rates have drawn in—
creasing attention recently. Last week, a
coalition of consumer gToups launched a
campaign 10 encourage consumers to
switch away from high-interest cards. And
the treasurer-elect of Ilirois has criticized
First National Bank of Chicago for the
198% rate ft charges-a rate typical
among large banks with major market
shares in the credit-card business.

Bank Credit Card
Interest Rates
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By John R. Dorfman

StaffReporter of Tiie WaulStreetJournal

Consumer groups stepped up their pres—
sure yesterday tor banks to lower credit
card interest rates.

In news conferences in six cities, lead—
ers ot a coalition of major consumer
groups called for consumers t “figtt and
switch™ by discarding high-interest credit
cards and substituting credit cards from
other banks.

"We think the big banks have just been
plain greedy." said David Berlirer, assis—
tant director of Consumers Union, based in
Mount Vernon, N.Y. He charged that most
banks have failed t lower their rates on
credit cards even though the cost of funds
is down dramatically.

"If bankers ran gas stations, we"d sl
be paying SI.40 per gallon." said Neil Fo—
garty, president of the Consumers League
of New Jersey.

Joining in the "fight and switch™ coali—
tin were the Washington, D.C.-based
groups Consumer Federation of America,
Bankcard Holders of America. Pubbc Citi—
zen and the National Consumers League.
Also in the caalition are many state and lo—
cal consumer groups.

Six Banks Criticized

For special criticisn, the coalition se—
lected six large banks that it said issue
about one-fourth of the ration’s credit
cards. The six were New York-based Citi—
bank. which charges 19.8% Interest on
credit card balances: San Francisco-based
Bank of America. 19.8&;New York-based
Chase Manhattan Bank, currently 19.8%
but dropping © 17.5% on Feb. 1; New
York-based Manufacturers Hanover Trust
Co.. 17.8%; Chicago-based First National
Bank of Chicago. 19.8%; and New York-
based Chemical Bank. 19.5%.

In contrast to those rates. Gary Serota,
president of Bankcard Holders, said that
his group publishes a listof some 50 banks
across the country with credit card inter—
est rates of 16.5% or less. The banks are
grouped by region. Some, but not all of
them, issue credit cards nationwide.

In the most recent survey of 200 banks
by Bank Credit Card Observer, the best in—
terest rates available from banks that of—
fer cards nationwide were from three Ar—
kansas banks-Union National Bank inLit—
tle Rock. Simmons First National Bank in
Pine BIuff, and Twin City Bank in North
LittleRock. All three were charging 10.54%,
in keeping with an Arkansas law that lim—
its credit card interest rates to five per—

centage points above the Federal Re—
sene”s discount rate. Republic National
Bank inMiami was charging 14%. and So—
ciety National Bank in Cleveland was
charging 14.05%.

Representative? for the six criticized
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banks said that the rates charged are ap—
propriate. ""The cost of funds is less impor—
tant for credit cards than it is for other
loans,” said a representative (or Chase
Manhattan. "You"re dealing with millions
of small transactions, each of which must
be processed separately."

The Chase representative also noted
that its premium cards wiil soon carry an
interest rate of 16.5%. and that all of its
cards offer "a substantial number of en—
hancements." such as travel rebates, aclli-
s on insuranceon rental cars and waiver of
the annual fee when charges exceed a
threshold amount.

Such enhancements didh"t seem to
carry much weight with the consumer-
group leaders. Banks "refuse to compete
on the basis of pric " in the credit card
market, said Mr. scrota. Instead, he
charged, they compete on the basis of "'un—
necessary perks”such as "'luggage tags or
the chance to use a health club in Singa—
pore when you trael.”

A representative for Chemical Bank
said. "We are currently conducting a re—
view of our pricing structure. We will be
innovative in responding to consumer

A Manufacturers Hanover spokesman
said. "We were the first of the major
banks to drop our rates, from 19.86 t©
17.8% in 198.” That step was taken 10 re—
flect a decline in the cost of funds, he said,
and has been been well-received by con—
sumers. Manufacturers Hanover has is—
sued more than one million credit cards
since September 196. he said.

‘Value and Choice’

A Citibank spokeswoman said only.
"We believe our cards provide value and
choice to the consumer."

A spokesman for First National Bank of
Chicago said the bank bkeliewes its fee
structure is appropriate, "given the high
costs associated with providing this conve—
nient form of consumer credit."

A representative of Bank of America
said that the bank believes its credit card i
interest rate is "below that of other major
banks in Califomia, and competitive with
savings and loans “‘at offer an equal
grace, or interest-free, period.”

Ina related development, the treasurer-
elect of Ilirois. Jerome Cosentino. re—
cently threatened to withdraw state busi—
ness from First National Bank of Chicago,

a wit of First Chicago Corp.. because he
considered First Chicago®s 19.8% interest :
rate on credit cards too high. As reported j
last Friday. First Chicago has moved to j
expand its credit card operations by buy- i
ing a Delaware bank. Beneficial National |
Bank USA of Wilmington, from Bereficial
Corp. Delaware doesn™t regulate interest !
rates or annual fees on credit cards.



CONSUMER BANK CARD CHOICES
RATE BANK FEE TERMS

A representative list of banks offering credit cards nationally shows the wide range o: rates and terms currently

available. Consumers are urged to comparison shop for credit cards.

1050% UNION NATIONAL S20 No Grace Period
(AR)
11.75% UNION TRUST 520 30 days on new
(CT) purchases
14.00% CHEVY CHASE 518 30 days on new
SAVINGS (MD) purchases
14 05% SOCIETY NATIONAL 520 31 days on new
(OH) purchases
15.58% IDAHO 1ST NATIONAL 518 30 days on new
(ID) purchase
19.50% CITIBANK 520 30 days on new
(s.D.) purchases
19S0% MERCANTILE TRUST 50 25 days on new
(MO) purchases
19S0% BANK OF AMERICA 518 25 days on new
(CA) purchases
20.40% SECURITY PACIFIC 515 25 days on new
(CA) purchases
21.60% BANK ONE 530 30 days on new
(OH) ourchases
22.20% VALLEY BANK 515 28 days on new
(NV) purchases

Kates arc subject to change. This information does not guarantee rates or terms.

SOURCE Bank Credit Card Oliserver. Iselm, NJ.
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Offered: 2/12/187 5-0421B
Referred: Rules

Original sponsor: Labor & Commerce
Committee

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 87 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the «credit card interest rate
that may be charged by certain financial institu-
tions."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 06.05.209(b) is amended to read:

(b) A bank may issue a credit card or other similar credit-
granting device to a customer for obtaining money, goods, services or
anything else of value and the bank, when «credit 1is extended under
this section, may impose a service charge at a monthly rate that
results in an annual rate not in excess of 17 percent on the out-
standing balance [THE LIMITS FOR SERVICE CHARGES PROVIDED IN AS 45.-
10.120(c)], However, 1in addition, when cash is advanced under this
section, the bank may impose a setup charge that [WHICH] does not
exceed three percent of the funds advanced, or $12, whichever is less,
except that on loans of under $100 a minimum not exceeding $3 may be

charged.

SB0O087B -1- CSSB 87 (L&C)
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Introduced: 1/28/87 5-0A21A
Referred: Labor and Commerce

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO. 87
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SLSSION
A BILL
For an Act entitled: "An Act relating to the «credit card interest rate
that may be charged by certain financial institu-
tions.””
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 06.05.209(b) is amended to read:

(b) A bank may issue a credit card or other similar credit-
granting device to a customer for obtaining money, goods, services or
anything else of value and the bank, when credit is extended under
this section, may impose a service charge not in excess of one and
one-half percent a month on the outstanding balance [THE LIMITS FOR
SERVICE CHARGES PROVIDED IN AS A5.10.120(c)]. However, in addition,
when cash is advanced under this section, the bank may impose a setup
charge that [WHICH] does not exceed three percent of the funds ad-
vance I, or $12, whichever is less, except that on loans of under $100

a minimum not exceeding $3 may be charged.

SB0O087a - 1. SB 87
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Introduced: 1/28/87 5-0475A
Referred: Labor and Commerce
and Finance

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO. 88
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Actrelating to increases or surcharges to auto-
mobile insurance premiums."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.36.420(d) is amended to read:

(d) An insurer that increases the premium or adds a surcharge to
an automobile insurance policy shall give written notice of the in-
crease or surcharge at least 15 days before it takes effect, stating
the reason for the change and the right of appeal under AS 21.39.090.
This subsection does not apply to a

(1) premium increase resulting from a change requested by
an insured, if the insured is notified at the time the request is made
that the amount of the insured®s premium will change as a result of
the requested policy change; or

(2) rate approved by the director 1if the insurer Rives
written notice of a premium increase to the insured at least 15 days

before the renewal date of the affected policy.

Sd0088a -1- SB 88
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i February 20, 1987
® CE
et
Senator Don Bennett
Senator Johne Binkley
Alaska State Legislature
Pouch vV (MS 3100)
Juneau, Alaska 99811
Re: Senate Bill 88
Dear Senators:

I am writing to you on behalf of State Farm Insurance
Company and Allstate Insurance Company vregarding Senate Bill
88, which was introduced and passed by the House during the
last legislative session as House Bill 476 but remained 1in the
Senate Rules Committee when the session ended. This bill has
been introduced by the Senate Labor and Commerce Committee
this session and unanimously passed that committee on February
9, 1987 and has now been referred to Senate Finance.

Senate Bill 88 deals with premium increases in
automobile insurance policies, and was introduced at our
request to correct an ambiguity in AS 21.36.420, which was
added by the legislature in 1984 via House Bill 16. We
enclose herewith a copy of AS 21.36.420 for your information
as well as a copy of the Department of Commerce and Economic

Development”®s

is contained in

httzzhw .'tid"'/\

1986 Position Paper favoring the legislation.

The ambiguity Senate Bill 88 was designed to correct
subsection (d) of AS 21.36.420:
An insurer that increases the premium or adds
a surcharge to an automobile 1insurance policy
shall give written notice of the increase or
surcharge at leasf 15 days before it takes
$/n1 87



Hughes Thorsness Gantz Powelltk Brundin

Senators Bennett and Binkley
February 20, 1987 ATTORNEYS AT LAW
Page 2

effect, stating the reason for the change and
the right of appeal under AS 21.39.090.

If this subsection is read literally, it could be
interpreted to require an insurer to send an insured a state—
ment of reasons for change 1in premium and a statement of the
notice of right to appeal every time a premium 1is increased,

regardless of the reason for the premium increase. Such a
requirement would significantly affect the practical conse —
guences of the way we presently do business. For example,

when a general rate 1increase 1is approved by the Division of
Insurance, our insureds vreceive at least fifteen days notice
of this increase, and a brief explanation of the reasons for

the 1increase. To present an 1insured with a statement telling
them that they have a statutory right to appeal a premium
increase already approved by the Division of Insurance 1is
illusory, because the Department has already approved the
increase. It in fact would be illegal for us to charge
anything but the approved rate. To suggest by means of a
notice that our insured has a right of appeal not only 1is
misleading, but could generate wasteful litigation and/or

administrative hearings.

The more practical problems we face are where our
insured calls and tells us that he has either added a youthful
driver to his policy or purchased a new car. If we follow the
literal dictates ofthe present statute, we simply would not
be cole to accept coverage in either instance until at least
fifteen days after the request was made in order to assure

that our insured has been informed of his proper statutory
right of notice and appeal. The same would be true of where
our insured moves to a higher rated area. We would not be

able to accept coverage unless our 1insured 1is able to contact
us early enough so we can provide the fifteen day notice of
increase and right of appeal. We do not believe that anyone
intended AS 21.36.420 to have this effect, and we believe
Senate Bill 88 would correct this ambiguity and thus urge its
passage.

It has been suggested that Senate Bill 88 be amended
in subsection (1) to require that the 1insured be notified that
not only will his premium increase as a result of the added

coverage he is requesting, but that he also be told the
precise amount of the increase. This would present some
practical problems that could adversely affect our policy—
holders. Frequently, increases instituted at the request of
insureds result from weekend or evening calls from the 1insured
to an agent at his home. In those situations the agent 1is

able to bind <coverage orally from the moment the <call is



Senators Bennett and Binkley Hug«es Thorsness Gan™:Powell & B runo,n

February 20, 1987 attorneys at law
Page 3

placed and although he can and does inform the 1insured that
the premium will increase, he cannot tell him with certainty
the precise amount of the increase. The insured needs
immediate coverage knowing it will cost him more but 1if the
agent 1is unable to give him the exact amount of the increase,
he will be precluded from binding coverage to the disadvantage
of the insured. Even when agents receive these calls during
business hours the insured frequently does not have all the
information that would enable the agent to make a precise
calculation of the increase, yet the agent can bind coverage

at this point without all of the details. It is inevitable
that many misquotes would be made as a result of this
procedure. To assure the insured 1is accurately informed of
the amount of the increase, the matter needs to be properly
processed through the actuarial and billing departments. We

believe an amendment of this nature would not be in the
overall best interests of our policyholders and would create a
myriad of unresolvable problems.

The present version of Senate Bill 88 requires
written notice of the increase stating the reason for the
change and the right of appeal in all instances except to:
(1) a premium increase resulting from a change requested by an
insured if the insured 1is notified at the time of the request
that his or her premium will change, or (2) a rate increase
approved by the Director 1if the 1insurer gives written notice
to the insured of the rate increase at least fifteen days
before the wexpiration date of the affected policy, which 1is

when the increase would of <course take effect. We do not
believe these <changes would affect 1in any way the original
intent which prompted the enactment of AS 21.36.420. On the

contrary, SB 88 would correct a negative effect not 1intended
by the original legislation.

We do hope this ambiguity can Dbe corrected this
session and kindly request the bill be calendared for hearing
before the Finance Committee. We will be happy to provide any
assistance or further information you might desire. Thank you.

Sincerely,

HUGHES THORSNESS GANTZ
POWELL & BRUNDIN

Donna P. Walker
Enclosure
DPW/mh
1435A



§ 2136410 Alaska Statutks 8 2136420

unwarranted injury. Papers, reports, documents, and evidence relative
to an investigation under this section are conlidential and not subject
to subpoena unless, alter notice to the director and a hearing, a court
determines the directorwould not he unduly hindered by public inspec-
tion.

(b) Aninvestigatorofthe director isnotsubject to subpoena in a civil
action by a court of this state to testify concerning a matter that the
investigator has knowledge ofunder a pending insurance fraud inves-
tigation by the director. (8 149 SLA 1934)

Sec. 21.36.410. Out-of-stale investigations, (a) If material the
director seeks to obtain is located outside the state, the material may
be made available to the director to examine al the place where the
material is located. The director may designate representatives,
including officials of the state in which the material is located, to
inspect the material on behalf of the director.

(b) The director may respond to a request from an official ofanother
state under procedures established in la) of this section. (8 10 ch 149
SLA 1984)

Sec. 21.36.420. Premium increases on automobile insurance
policies, (a) An insurer may not increase the premium on an automo-

bile insurance policy unless the increase applies to all insureds of the
same class.

(b) An insurer may not increase the premium or add a surcharge to
an automobile insurance policy because ofthe issuance ofa citation for
a moving traffic violation unless I'm*insured or another person who
resides in the insured’s household and iscovered by the policy has been
convicted of the violation.

(c) The director shall adopt regulations to determine circumstances
under which an insurer may increase the premium or add a surcharge
to an automobile insurance policy.

(d) An insurer that increases the premium oradds asurcharge toan
automobile insurance policy shall give written notice ofthe increase or
surcharge at least 15 days before il lakes effect, slating the reason for
the change and the right of appeal under AS 21.39.U9U.

(e) In this section "automobile insurance policy” means an insurance
policy that provides automobile liability coverage, uninsured motorist
coverage, automobile medical payments coverage, or automobile physi-
cal damage coverage, delivered or issued for delivery in this slate,
insuring as the named insured one individual or a husband and a wile
residing in the same household, and under which the insured vehicles
are of the following types only:

(1) a motor vehicle of the private passenger or station wagon type

that is not used as a public or livery conveyance, and not rented to
others; or



§ 21-39-010 ‘*NKURANCE § 21'39'010

(2) any other four-wheel motor vehicle with a load capacity of 1,1500
pounds or less thatisnotused in the occupation, profession, or business
ofthe insured, notused as a public or livery conveyance and notrented
to others. (8 1 ch 62 SLA 1984)

Revi9or’s notes. — Enacted as AS
21.36.400. Renumbered in 1984.

Chapter 39. Rates and Rating Organizations.

Section Section

10. Purpose 120. Examinations

20. Applicability 130. Rate administration

30. Making ofrales 140. False or misleading information
40. Rate filings 150. Assigned risks

50. Disapproval of filings 155. Assigned risk pool

60. Rating organizations 160. Penalties

70. Deviations 170. Hearing procedure and iudicial
80. Appeal by minority review

90. Rights of insureds 175. Statistics

100. Advisory organizations 180. Definition

110. Joint underwriting or joint

reinsurance

NOTES TO DECISIONS

Cited in State Workmen's Ciunp. Itd. v.
Delaney, Sup. Ct. Op. No. 214 (File No.
4461), 615 P.2d 5 11980).

Collateral references. — 43 Am. Jur.
2d, Insurance, 8 826 el sc(|.
44 C.J.S., Insurance, $ 340 el seq.

Sec. 21.39.010. Purpose. The purpose of this chapter is to promote
the public welfare by regulating insurance rates in order that they will
not be excessive, inadequate or unfairly discriminatory, and to autho-
rize and regulate cooperative action among insurers in rate making
and in other matters within the scope of this chapter. Nothing in this
chapter is intended (1) to prohibit or discourage reasonable competi-
tion, or (2) to prohibit or encourage, except to the extent necessary to
accomplish the purpose of this chapter, uniformity in insurance rates,
rating systems, rating plans or practices. This chapter shall be lib-
erally interpreted to carry into effect the intent of this section. (§ 1ch
120 SLA 1966)
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CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended
to correct a deficiency in Ch 62 SLA 1934. The sponsor of that bill was
attempting to provide an appeal mechanism for persons aggrieved by auto—
mobile insurance rate increases resulting from surcharges for an accident
or violation appearing on that person®s driving record, and which is

ft alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all
premium increases by an insurer. The notice gives a reason for the
increase and the right to an appeal under AS 21.39.090. It is not clear
whether a notice of reason and notice of right to appeal 1is required on
increases resulting from other than a change in the individual driving
record. Such increases are subject to rate review and approval by the
State before use and we believe that a right to appeal on top of the
review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir—
cumstances 1in which the notice is necessary and the scope of notice

jrassa required. It does provide recourse for surcharges or increases that are ~
frjt appropriate because a person was not convicted of a violation or at

L'Lr.i'ti fault in an accident. We do not object to the notice of premium increase
on approved rate filings because it is a fair thing to do. It does gener—
ate additional cost for the insurer which will ultimately be passed along
to the consumer. J.t is, however, a reasonable and fair requirement.

Loren H. Lounsbury, Commissioner
Department of Commerce &/Economic
Development
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SB 88: "An Act relating to increases or surcharges to automobile insurance
1. premiums."

The Department of Commerce and Economic Development is in favor of this
legislation.

The legislation proposes to introduce two exceptions to legislation adopted in
1984. That legislation, Ch. 62, SLA 1984, enacted AS 21.36.420, which
requires that before a premium increase for automobile insurance can be
applied, the insurer must first have sent a notice to the insured that the
increase would take place. The statute also required that an insured be
advised that he or she may request a hearing in Alaska before the insurer or
its rating organization to appeal the application of the increased rate. The
1984 legislation provided for no exceptions.

The intent expressed during hearings held on the bill and by the sponsor was
to provide notice of any rate increase for automobile insurance and entertain
cases to provide an appeal mechanism for persons aggrieved by the rate changes
because of points or surcharges applied to an insured. The proposed bill
clarifies the notice of change provision by recognizing that there are
situations where a lengthy period between notice and application does not
really add to public protection and may, in fact, impair market availability.
For example, change of car, addition of a young driver, or additional vehicles
do increase the price of insurance and insureds know this is fact. Increases
in such cases are not a surprise and a revision to the notice provision does
not impact public protection.

The real 1issue addressed with this proposal is the notice of a right to a
hearing when a rate increase occurs. That feature is not reasonable in those
cases where there is a change wrought by the insured and he is told that it
will have a rate impact, or when an increase is due to a general rate increase
which has been reviewed and approved by the Division of Insurance.

Our concern is that the absence of reasonable exceptions provides the
opportunity for frivolous requests for hearings that would eventually burden
the state with unnecessary hearings. This does not impair the ability of a
person aggrieved by the application of the rating system from a hearing on the
manner in which the system is applied if there is reason to believe that
another application would be appropriate.

JLG/DK/JAS/wfs0461K ~
21887b
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