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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.

(c) If the person does not pay the fine under (b) of this sec­

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. (a) 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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1 witnesses and production of papers, books, records, accounts, docu-

2 ments, and testimony, and may have the depositions of witnesses taken

3 in a manner prescribed by court rule or law for the taking of depo-

4 sitions in civil actions when consistent with the powers and duties

5 assigned to the commission by law.

6 (b) The commission may examine the papers, books, records,

7 accounts and docu .ents of a person subject to this chapter to deter-

8 mine the correctness of a report filed with the commission or in

9 conjunction with an investigation or inspection conducted under (a) of

10 this section.

11 (c) Subpoenas may be issued and shall be served in the manner

12 prescribed by AS 44.62.430 and court rule. The failure, refusal, or

13 neglect to obey a subpoena is punishable as contempt in the manner

14 prescribed by law or court rule. The superior court may compel obedi-

15 ence to the commission's subpoena in the same manner as prescribed for

16 obedience to a subpoena issued by the court.

17 Sec. 15.14.370. LEGAL COUNSEL. (a) The attorney general is

18 legal counsel for the commission. The attorney general shall advise

19 the commission in legal matters arising out of the discharge of its

20 duties and represent the commission in actions to which it is a party.

21 (b) When the public interest warrants, and if the attorney

22 general concurs, the commission may employ temporary legal counsel

23 from time to time in matters in which the commission is involved.

24 ARTICLE 6. GENERAL PROVISIONS.

25 Sec. 15.14.900. DEFINITIONS. In this chapter

26 (1) "candidate" means an individual who

27 (A) files for election to the state legislature, for

28 governor, for lieutenant governor, for municipal office, for

29 retention in judicial office, or for constitutional delegate;
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1 (B) campaigns as a write-in candidate for an elective

2 office; or

3 (C) accepts contributions totalling $1,000 or more in

4 the aggregate from another person or political action committee

5 for the purpose of seeking elective office or retention in judi-

6 cial office;

7 (2) "contribution"

8 (A) means the purchase, payment, promise or obligation

9 to pay, loan or loan guarantee, deposit or gift of money, goods

10 or services for which charge is ordinarily made and that is made

11 for the purpose of influencing the nomination or election of a

12 candidate or for the purpose of influencing a ballot proposition

13 or question, including the payment by a person other than a

14 candidate or political party, of compensation for the personal

15 services of another person that are rendered to the candidate or

16 political party;

17 (B) doe;? not include

18 (i) services provided without compensation by an

19 individual volunteering on behalf of a candidate or ballot

20 proposition or question, unless the services are volunteered

21 by an individual who would ordinarily be paid a fee or wage

22 for the services;

23 (ii) services provided by an accountant or other

24 person to prepare reports and statements required by this

25 chapter;

26 (iii) services provided by an attorney relating to

27 AS 15;

28 (iv) ordinary hospitality in a home;

29 (3) "expenditure"
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1 (A) means a purchase or a transfer of money or anjr-

2 thing of value or a promise or agreement to purchase or transfer

3 money or anything of value, incurred or made for the purpose of

4 (i) influencing the nomination or election of a

5 candidate or of any individual who files for nomination at a

6 later date and becomes a candidate;

7 (ii) influencing the outcome of a ballot proposi-

8 tion or question; or

9 (iii) providing payment of compensation for the

10 personal services of another person that are rendered to a

11 candidate or political party;

12 (B) does not include a candidate's filing fee or the

13 cost of preparing reports and statements required by this chap-

14 ter;

15 (4) "individual" means a natural person;

16 (5) "influencing the outcome of a ballot proposition or

17 question" includes the efforts necessary to place an initiative or

18 referendum on the ballot;

19 (6) "municipality" has the meaning given in AS 01.10.060;

20 (7) "person" has the meaning given in AS 01.10.060 but does

21 not include an entity organized to influence an election;

22 (8) "political action committee"

23 (A) means a person or combination of persons that

24 accepts contributions for the purpose of influencing an election

25 and exercises discretion over the expenditure of the

26 contributions;

27 (B) but does not include a political party and its

28 state, regional, or local subdivisions;

29 (9) "political party"
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(A) means a group of organized voters that

(i) claims to represent a political program; and

(ii) nominated a candidate for governor who re­

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) 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) is amended to read:

(a) 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

(1) 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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1 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) 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

AS 15.56 and two-thirds of the members of the governing body concur in 

expelling the person elected;

(7) is convicted of a m i s d e m e a n o r ^ m d e r f o r m e r  [VIOLATION

OF] AS 15.13 or is found to have committed a vio latio n  in the first

degree under AS 15.14.230;

(8) no longer physically resides in the municipality and

the governing body by two-thirds vote declares the seat vacant; or

(9) 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:

(a) 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;

(2) unless excused by the governing body, is 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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1 AS 15.56;

2 (7) is convicted of a misdemeanor under former [VIOLATION

3 OF] AS 15.13 or is found to have committed a violation in the first

4 degree under AS 15.14.230;

5 (8) no longer physically resides in the municipality; or

6 (9) if a member of the governing body in a second class

7 city, misses three consecutive regular meetings and is not excused.

8 * Sec. 9. AS 39.50.050(a) is amended to read:

9 (a) The Alaska Public Offices Commission established [CREATED]

10 under AS 15.14.020 [AS 15.13.020(a)] shall administer the provisions

11 of this chapter. The commission shall prepare and keep available for

12 distribution, standardized forms on which the reports required by this

13 chapter shall be filed.

14 * Sec. 10. AS 39.50.200(a)(3) is amended to read:

15 (3) "commission" means the Alaska Public Offices Commis-

16 sion established [CREATED] under AS 15.14.020 [AS 15.13.020(a)];

17 * Sec. 11. AS 39.50.200(b) is repealed and reenacted to read:

18 (b) In this chapter "state commission or board" means the

19 (1) Agricultural Revolving Loan Fund Board (created admin-

20 istratively to assist in administration of AS 03.10);

21 (2) Alaska Coastal Policy Council members and their alter-

22 nates (AS 44.19.155);

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

24 43.020);

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

26 42.015);

27 (5) Alaska Energy Center (AS 46.12);

28 (6) Alaska Housing Finance Corporation (AS 18.56.010 -

29 18.56.210);
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1 (?)

2 stitution);

3 (8)
4 18.26.900);

5 (9)

6 (10)

7 (ID
8 005 - 31.05.170);

9 (12) Alaska Public Broadcasting Commission (AS 44.21.256);

10 (13) Alaska Public Offices Commission, including the execu-

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

12 (14) Alaska Public Utilities Commission (AS 42.05.010);

13 (15) Alaska Resources Corporation (AS 37.12.010);

15 (AS 38.06.020);

16 (17) Alaska Seafood Marketing Institute (AS 16.51.010);

17 (18) Alaska State Council on the Arts (AS 44.27.040);

18 (19) Alaska State Building Authority (AS 18.55.020);

19 (20) Alaska Teachers' Retirement Board (AS 14.25.035);

20 (21) Alcoholic Beverage Control Board (AS 04.06.010);

21 (22) Board of Education (AS 14.07.075);

22 (23) Board of Fisheries (AS 16.05.221(a));

23 (24) Board of Game (AS 16.05.221(b));

24 (25) Board of Parole (AS 33.16.020);

25 (26) Board of Trustees and executive director of the Alaska

26 Permanent Fund Corporation (AS 37.13.040);

27 (27) Commission on Judicial Conduct (art. IV, sec. 10,

28 Alaska Constitution);

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.-

A l a s k a  J u d i c i a l  C o u n c i l  ( a r t .  I V ,  s e c .  8 ,  A l a s k a  Con-
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1 (AS 18.66.010);

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

3 (30) Fishermen's Fund Advisory and Appeals Council (AS 23.-

4 35.010);

5 (31) Governor's Commission on the Administration of Justice

6 (AS 44.19.110);

7 (32) Guide Board (AS 08.54.010);

8 (33) Local Boundary Commission (AS 44.47.565);

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

10 057);

11 (35) Public Employees' Retirement Board (AS 39.35.030);

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

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

14 (38) State Personnel Board (AS 39.25.060);

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

16 (40) Workers' Compensation Board (AS 23.30.005).

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

18 (39) Alaska Public Offices Commission except to the extent

19 that AS 44.62.350 - 44.62.630 is inconsistent with AS 15.14.280 -

20 15.14.360

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

22 * Sec, 14. Alaska Public Office Commission members serving on the

23 effective date of this Act continue to serve out their terms as provided

24 under AS 15.13.020, repealed in sec. 13 of this Act. Vacancies occurring

25 on or after January 1, 1988, shall be filled in accordance with AS 15.14.-

26 020 enacted in sec. 1 of this Act.

27 * Sec. 15. Notwithstanding AS 15.14.010(b) as enacted in sec. 1 of this

28 Act, the election of a municipality held under former AS 15.13.010(a) to

29 exempt its officers from the application of AS 15.13 is confirmed as an
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1 exemption from the application of AS 15.14.

2 * Sec. 16. In accordance with AS 15.14.190 as enacted in sec. 1 of this

3 Act, a candidate shall, no later than January 31, 1988, close each campaign

4 account relating to a campaign for an election held before January 1, 1988,

5 unless the campaign has outstanding debts. If the campaign has outstanding

6 debts, the candidate may keep campaign accounts open after January 31,

7 1988, but shall close each campaign account within 30 days after all debts

8 have been paid and in no event later than January 1, 1989, whether or not

9 there are outstanding debts remaining on that date. During the time that

10 an account remains open under this section, contributions may be solicited

11 and accepted and expenditures made only for the purpose of retiring out-

12 standing debts of a campaign for an election held before January 1, 1988.

13 An outstanding campaign debt remaining on January 1, 1989, becomes the

14 personal debt of the candidate.

15 * Sec. 17. This Act applies to election campaign activities that take

16 place after January 1, 1988.

17 * Sec. 18. This Act takes effect January 1, 1988.
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Sena te  Community & R eg io na l A f f a i r s  
T e le co n fe re n ce  

x  CSSB 356(SA )

L t £ ! C ’S ' r ; ^  :

My name i s  Jean  R o g e rs . I ’ m th e  cha irm an o f th e  A la sk a  P u b lic  O f f ie e s  
Com m ission. A r la yn e  Knox from F a irb a n k s  who 1s th e  v ice -ch a irm a n  o f 
th e  Commission 1s here w ith  me as I s  our newest member. Ann ie  L a u r ie  
Mo ward o f Anchorage. V este rday  s fte rn o o n  th e  Commies ion spe iii. some .'ifne 
d is c u s s in g  th e  b i l l  b e fo re  y o u . we f in d  th e re  a re  th in g s  in  th e  b i l l  
we support and th in g s  in  th e  b i l l  we oppose. I ' l l  t r y  to  g ive  you a few 
exam ples o f each in  j u s t  a moment.

Bu t f i r s t ,  th e  members o f th e  Commission w ish  to  p o in t ou t th a t  t h i s  b i n  
1s v e ry  d i f f e r e n t  from both th e  one th a t  was i n i t i a l l y  In tro d u ce d  In to  
S ta te  A f f a i r s  and from th e  p ro p o sa ls  w h ich  re ce ive d  p u b lic  te s t im o n y  in  
O cto b e r. Q u ite  f r a n k ly ,  w ith  such com plex language on a s u b je c t  o f 
In te n se  p u b lic  in t e r e s t ,  a p roposa l needs to  be put on th e  ta b le  and l e f t  
th e re  in  th e  same form long enough fo r  people to  o b ta in  a co p y , read i t ,  
and th in k  about i t  b e fo re  they  t e s t i f y .  U n le ss  th a t  i s  done, th e  debate 
ta k e s  p la ce  o n ly  on a few key Is s u e s  and many o th e r c r i t i c a l  p ro v is io n s  
a re  adopted w ith o u t s c r u t in y .

A l l  f a l l  th e  p u b lic  d is c u s s io n  cen te red  on M r. G ro s s 's  p ro p o sa l to  a b o lis h  
th e  c o n t r ib u t io n  l im i t a t io n .  Now we know th a t  p ro v is io n  i s  not to  be p a rt 
o f th e  language , but th e  debate about th a t  p roposa l has c re a te d  th e  im p re ss io n  
th a t  everyone knows w h a t 's  in  th e  b i l l .

W ith  re sp e c t to  the  th e  p ro v is io n s  we d is cu s se d  y e s te rd a y , we were re v ie w in g  
th e  S ta te  A f f a i r s  Committee S u b s t it u te  dated Feb ru a ry  2 4 th . The item s we 
l i k e  th e  most in c lu d e  th e  r e g is t r a t io n  s e c t io n  fo r  c a n d id a te s  and p o l i t i c a l  
a c t io n  co m m ittee s , th e  c o d if ic a t io n  o f independent e x p e n d itu re s , th e  requ ire-* 
ment to  te rm in a te  a cam paign, th e  ban on s o l ic t a t lo n s  under fo r c e  o r 1n p u b lic  
o f f i c e s .  W h ile  th e re  may w e ll be room fo r  improvement in  th e se  s e c t io n s ,  we 
b e lie v e  th e  concep ts to  be good ones and w o rth  p u rsu in g .

Now l e t  me tu rn  to  th e  p ro v is io n s  w h ich  g ive  us th e  most c o n c e rn . They a re  
l i s t e d  in  th e  o rd e r th e y  appear in  th e  b i l l .

Page 18 , l in e  2 7 , su b se c t io n  1 5 0 (a ) - As you know we do not sup p o rt 
th e  c o n t in u a t io n  o f c o n t r ib u t io n s  by s u b s id ia r ie s .  The re co rd s  o f th e  past- 
two e le c t io n s  amply i l l u s t r a t e  how th e  l im it a t io n  i s  undermined by t h i s  
p r a c t ic e .

Page 19 , l in e  1 , s u b se c t io n  150 (b ) -  The law  needs to  s p e l l  ou t th a t  
any k ind  o f p ro h ib ite d  c o n t r ib u t io n  must be re tu rn ed  w hether was anonymous, 
in  th e  name o f a n o th e r , 1n a f i c t i t i o u s  name, an e x c e s s  c o n t r ib u t io n , e t c .
We have found ca se  law  e lsew h e re  th a t  suggest both th e  p re se n t s ta tu te  and 
t h s  p roposa l b e fo re  you a re  inadequate  on t h i s  s u b je c t .

Page 19 . l in e  1 1 , su b se c t io n  1 5 0 (c ) - I f  a person i s  a llo w ed  10 days 
to  re tu rn  a p ro h ib ite d  c o n t r ib u t io n , then  th e  Commission w i l l  end up
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w ith  ca se s  where th e  is s u e  i s  what to do about someone who re tu rn ed  a con­
t r ib u t io n  1n 11 d a y s , o r 12 days o r 13 d a y s . C o m p la in tan ts  f re q u e n t ly  usf< 
such p ro v is io n s  to  t h e i r  advan tage . I t  would make more sense  to  re q u ire  
Im m ediate re tu rn  and g ive  th e  Commission room to  c o n s id e r  th e  f a c t s  in  a 
s p e c i f i c  s i t u a t io n .

Page 2 0 , U n e  21 , su b se c t io n  1 60 (e ) — Much has a lre a d y  been s a id  
about th e  languaqe w h ich  underm ines the  requ irem ent to  l i s t  deputy t r e a s u re r s o  
Those o f us who b e lie v e  th e  p u b lic  has th e  r ig h t  to  know w ho 's c a r r y in g  
around campaign money would l i k e  to  know how a person co u ld  s o l i c i t  a 
c o n t r ib u t io n  and c a r r y  i t  to  a campaign w ith o u t e x e r c is in g  any d is c r e t io n  
oyer th e  Id e n t i f y  o f th e  campaign o r th e  amount o f th e  c o n t r ib u t io n . The 
r e a l bagmen in  H f e  d o n 't  s a y , " I  hope you g iv e  a c o n t r ib u t io n  o f some amount 
to  some ca n d id a te  and i f  you d o , I ' l l  ta k e  1 t to  th e m ." T h a t 's  th e  o n ly  
b e h a v io r  t h i s  language would s a n c t io n .

Page 2 1 , U n e  4 , su b se c t io n  1 6 0 ( f )  - T h is  language p a r r o t s - e x is t in g  law  
about th e  r e s p o n s ib i l i t y  o f c a n d id a te s . Our e xp e r ie n ce  has shown th a t  t h e r e ' s  
much room f o r  improvement w ith  re sp e c t to  th e  c a n d id a te s  and th e  o rg a n iz e rs  o f 
groups be ing  re q u ire d  to  be r e s p o n s ib le . A nyth ing  you can do to  s tre n g th e n  t h i s  
language would be a p p re c ia te d .

Campaign V io la t io n s  in  th e  1 s t and 2nd degree - su b se c t io n s  220 and 23QC 
A lthough 1 t appears th e  Commission cou ld  le v y  s u b s t a n t ia l  f in e s  fo r  1 s t  degree 
v io la t io n s ,  t h a t  would be u n l i k e l y .  In  o rd e r to  a s s e s s  th e  la rg e r  f i n e s ,  
th e  Commission would have to  prove by c le a r  and c o n v in c in g  ev id ence  th a t
an a c t was ta ken  w ith  In te n t  to  avo id  d is c lo s u r e .  T h is  s tan d a rd  o f p ro o f i s
u n rea so n ab ly  h igh  and would mean few p e n a lt ie s  a t  th e  h ig h e r  l e v e l s .  In
th e  second degree a re a , we fe e l th a t  th e  f in e s  may be too lo w .

Page 3 2 , S ta tu te  o f L im it a t io n s ,  s e c t io n  260 -  th e  te rm  shou ld  be 4 y e a rs  
f o r  both k in d s  o f v io la t io n s ,  e s p e c ia l ly  s in c e  4 -ye a r te rm s o f o f f i c e  a re  
covered  by t h i s  la w .

P.ige 3 6 , su b se c t io n  3 1 0 (b ) , "ban on p le a  b a rg a in in g ,"  - The Commission 
s t a f f  s e rv e s  a t  th e  p le a su re  o f th e  Com m ission; th o se  who a re  unhappy w ith  i t s
perfo rm ance a re  most welcome to  w r i t e  and le t  us know.

Page 38 , su b se c t io n  330 , c o n f id e n t ia l i t y  -  Even 1 f  we supported th e  
p rem ise  - and w e 're  not su re  we do - t h i s  language i s  f la w e d . The c o n f id e n t ia l i  ty  
req u irem en t 1s c le a r l y  Imposed on th e  Commission and I t s  s t a f f  but th e  co m p la in ta n t 
would s t i l l  be f r e e  to  t a l k .  The language fo rb id s  d is c u s s io n  i f  no a c c u s a t i o n  
i s  e ve r f i l e d .  C e r t a in ly  th e  p u b lic  has an In t e r e s t  1n what ca se s  a re  d i s m i s s e d
and w hy . The language in  su b se c t io n  (b )  i s  so p r o h ib i t iv e  th a t  i t  m ight be 1 1 l e g a l
to  conduct an In v e s t ig a t io n .  I f  a subpoena were is su e d  w ith  th e  name o f th e  
respondent on i t ,  such cou ld  be co n stru ed  as d iv u lg in g  th e  e x is te n c e  o f  an 
in v e s t ig a t io n .

T h a t conc ludes my rem arks on b e h a lf  o f th e  Com m ission . Thank you 
fo r  t h i s  o p p o rtu n ity  and fo r  th e  s p e c ia l e f f o r t  you made to  a rrang e  t h i s  
te le c o n fe re n c e . W e're most a p p r e c ia t iv e .

A - Z .
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AS 1 5 . 1 3  -  Campaign D is c lo s u r e  '

In tro d u c tio n  '

The volume and com plexity o f campaign f in a n c in g  has o u tstr ip p e d  the Law's 
a b i l i t y  to provide meaningful d is c lo s u r e  and e f f e c t iv e  enforcement. Pub­
l i c  in t e r e s t  in  inform ation concerning the sources of campaign f in a n c in g  
has grown with the co st o f  campaigns. Campaigns, c o n t r ib u t o r s ,  and 
voters  a l l  express dismay at the in c re a se d  c o s ts  and the f u n d -r a is in g  
e f f o r t s  re q u ired  to support those c o s t s .

The recommendations which fo l lo w  are  intended to reduce the sources of 
campaign funding and to in c re a s e  the to o ls  for e n fo rc in g  those r e s t r i c ­
t i o n s .  A d d it io n a l recommendations address loopholes in  the curre n t 
s t a t u t e  which a llo w  the o rg a n iz a t io n  of l a s t  minute e f f o r t s  to in f lu e n c e  
e le c t io n s  w ithout adequate n o t ic e  to the p u b l ic  or the a ffe c te d  campaigns.

Recommendations are a ls o  made to reduce the a p p l i c a b i l i t y  of the chapter 
in  areas where campaign a c t i v i t y  i s  l i m i t e d .

1 .  C o n tr ib u t io n  L im it a t io n  -  AS 1 5 .1 3 . 0 7 0 ( a )

The Commission recommends a comprehensive r e v is io n  of the type of a llo w ­
able c o n t r ib u t o r .  The e f f e c t  of the recommendations i s  l i s t e d  below. 
Attachment A compares present law w ith the p ro p o sa l.  The e f f e c t  of the 
proposal on c o n tr ib u to rs  i s :

a .  I n d iv id u a ls  may g iv e  $ 1 ,0 0 0  in  a ca le n d a r y e a r  to a ca n d id a te ,
a group, or a d i s t r i c t  party  s u b d iv is io n ,  and may g iv e  u n lim ite d
amounts to a s ta te  party c e n t ra l  committee.

b. A group may make no c o n t r ib u t io n  whatsoever to a c a n d id a te ,  ano­
t h e r  group, or a p o l i t i c a l  p a r t y .  Group e f f o r t s  would be re ­
s t r i c t e d  to supporting or opposing b a l lo t  is s u e s  and to making
independent expenditures fo r  or a g a in s t  a ca n d id a te .

c .  D i s t r i c t  party  s u b d iv is io n s  could g ive  u n lim ite d  amounts to a 
candidate  or to t h e i r  s t a t e  c e n tra l  committee, make no c o n t r i ­
butions to groups, and g iv e  $ 1 ,0 0 0  to another d i s t r i c t  s u b d iv i ­
s io n .

d. The s ta te  c e n tra l committee of a p o l i t i c a l  p a rty  could g ive  u n lim ­
i t e d  amounts to a c a n d id a te , make no c o n t r ib u t io n s  to groups, 
and g ive  $1 ,0 0 0  to d i s t r i c t  s u b d iv is io n s .  The proposal does 
not allow  fo r  n a t io n a l party  o rg a n iz a t io n s  to c o n tr ib u te  to 
c a n d id a te s .

11/28/86 J ;
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e . Corporate, union, and p a rtn e rs h ip  c o n tr ib u t io n s  are banned
e n t i r e l y  on the grounds that c o n tr ib u t io n  d e c is io n s  by such 
e n t i t i e s  are made by i n d i v i d u a l s ,  fre q u e n tly  the same i n d i v i d ­
u a ls  who are g iv in g  funds p e r s o n a l ly .  A d d it io n a l c o n s id e ra t io n  
should be given to language banning c o n t r ib u t io n s  by u n in co r­
porated a s s o c ia t io n s  which do not q u a l i f y  as groups under the 
d e f in i t io n  in  AS 1 5 . 1 3 . 1 3 0 ( 4 ) .

The e f f e c t  of the proposal on r e c ip ie n t s  i s :

a .  Candidates may re c e iv e  $ 1 ,0 0 0  from an i n d i v i d u a l ,  u n lim ite d  
amounts from d i s t r i c t  party  s u b d iv is io n s  and the s ta te  c e n tra l  
committee.

b. A group may re c e iv e  $ 1 ,0 0 0  from an i n d i v i d u a l .

c .  A d i s t r i c t  oarty s u b d iv is io n  may r e c e iv e  $1 ,0 00  from an I n d i v i d ­
u a l ,  another d i s t r i c t  party  s u b d iv is io n ,  or a s t a t e  ce n tra l
committee.

d. A s ta t e  party  c e n tra l  committee may rece ived  u n lim ite d  amounts
from in d iv id u a l s  and d i s t r i c t  party  s u b d iv is io n s .

2 .  D is c lo s u r e  Thresholds

Report by candidate -  re p o rt in g  dates remain the same as well as the r e ­
quirement to provide name, a d d ress, occupation and employer for those 
who c o n tr ib u te  more than $100.

Provide an exemption fo r  a s ta te  or m unicipal candidate who c e r t i f i e s  he 
or she w i l l  not accept more than $ 1 ,0 0 0  or spend more than $1 ,000 — i n ­
c lu d in g  the c a n d id a te 's  own money — in  an e le c t io n .

Report by group -  re p o rting  dates remain the same as well as the r e q u ir e ­
ment to provide name, a d dress, occupation and employer fo r  those who 
c o n tr ib u te  more than $100.

Report by in d iv id u a l  c o n tr ib u to r  -  req uired  of in d iv id u a l  g iv in g  more 
than $250.

Report of independent expenditure -  re q uired  of in d iv id u a l  or e n t i t y ,  
other than group or p o l i t i c a l  p a rt y ,  making independent expenditure o f 
any amount.

3. Shorten S tate  Campaigns ( i . e . ,  make them l e s s  expensive)

E s t a b l is h  c i v i l  penalty for p ro h ib ite d  expenditures before f i l i n g .

Amend the E le c t io n  Code to shorten the timeframe w ith in  which d e c la r a ­
t io n s  can be f i l e d .

R e s t r ic t  use of candidate campaign funds to in f lu e n c in g  the c a n d id a te 's  
own e le c t io n  and to repaying campaign loans which were p ro p e rly  reported.
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Ban use of campaign funds by can dida tes fo r  payment of f in e s .

Require campaign accounts to be c lo se d  by December 31 o f the yea r of the 
e le c t io n .

4. C o n tr ib u t io n s  in  the Name of Another -  AS 1 5 .1 3 .0 7 0 ( d )

Change "A c o n tr ib u t io n  made by a,p erson  w ishing to rem ai- anonymous" to s p e c if y  
th a t  anonymous c o n t r ib u t io n s ,  c o n t r ib u t io n s  made in  the name of another? "-net 
f i c t i t i o u s  c o n t r ib u t io n s  are  a l l  s u b je c t  to r e t u r n ,  donation to c h a r it y  or 
escheat to the s t a t e .  S p e c ify  the Commission's a u t h o r it y  to d ir e c t  the d is p o ­
s i t i o n  of such funds.
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5. Group R e g is t r a t io n  -  AS 1 5 .1 3 . 0 5 0

Require p r io r  to accepting c o n tr ib u t io n s  or making ex p e n d itu re s.

Require to be f i l e d  hand carr ied  or telegrammed i f  group forms w ith in  14 days of 
an e le c t io n  i t  intends to in f lu e n c e .

t

R e g is t r a t io n  must in c lu d e  name, address and telephone numbers fo r  c h a ir ,  t r e a ­
s u r e r ,  and each deputy t r e a s u r e r .  Allow c h a ir  to c e r t i f y  re p o r ts .

Require annual renewal each January 15 u n t i l  f in a l  report i s  f i l e d .

Ban use o f  group name th a t i s  same or m a t e r ia l l y  s i m i l a r  to name of group 
on f i l e  w ith  APOC.

Require  th a t name of group organized by employees or members of a corpo ra­
t i o n ,  p a r t n e r s h ip ,  union, a s s o c ia t io n  or other o rg a n iz a t io n  in c lu d e  name o f  
the c o r p o ra t io n ,  p a rtn e rs h ip ,  union, e t c .

6. Commission Enforcement

New language e s t a b l is h in g  broader c i v i l  p e n a lt ie s  fo r  such th in g s  as:

a) knowingly making or accepting an e x ce ss iv e  c o n t r ib u t io n ,  an anon­
ymous c o n t r ib u t io n ,  a c o n tr ib u t io n  in  the name of another, or a f i c t i t i o u s  
c o n t r ib u t io n ;

b) making p ro h ib ite d  expenditures before f i l i n g ;

c )  misuse of campaign funds;

d) l a t e  or incomplete r e g is t r a t io n  by candidate  or group, in c lu d in g  
f a i l u r e  to l i s t  deputy t r e a s u r e r s ;

e) f a i l u r e  to provide proper i d e n t i f i c a t i o n  on campaign communications; or

f) other new v io la t io n s  which are  added.
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7. M unicipal A p p l i c a b i l i t y  -  AS 1 5 . 1 3 . 0 1 0

R aise  population th resh old  from 'more than 1,0 0 0 ' to 'more than 5,000' or 
s t r u c tu re  a date, two-three y e a rs  hence, a f t e r  which m u n ic ip a l i t ie s  
are no longer covered. Attachment B l i s t s  the 26 m u n ic ip a l i t ie s  now 
covered; checkmarks in d ic a t e  the fourteen lo c a t io n s  where population 
exceeds 5,000.

I f  p opulation th resh o ld  is .n o t  in c re a s e d ,  provide an exemption fo r  s e r v ic e  
area board c a n d id a te s ,  choirter commission c a n d id a te s ,  ana Incorporation 
e le c t io n  ca n d id a te s .

8. Year-end Reports -  AS 1 5 . 1 3 . 1 1 0 ( a ) ( 4 )

S p e c ify  December 31 as end of re p o rt in g  p e r io d .

Change due date to January 15 .

9. 24 Hour Reports -  AS 1 5 . 1 3 . 1 1 0 ( b )

Change "one week" to "ten d a ys."

10 .  Define Independent Expenditures

C o d ify  concept now in  r e g u la t io n ,  2 AAC 50.351 and 2 AAC E0„3’l 3 ( j ) c  
Banning groups, c o rp o ra t io n s ,  and other o rg a n iz a t io n s  from making c o n t r i ­
butions to candidates w i l l  in c re a s e  the p r a c t ic e  of making Independent 
expenditures fo r  or a g a in st  c a n d id a te s .  Expenditures which a re  not 
' t r u l y  independent' of a candidate amount to the same th in g  as c o n tr ib u ­

t i o n s .  E f f e c t iv e  enforcement of the c o n tr ib u t io n  r e s t r i c t i o n s  w i l l  
re q u ire  strong language fo r  d i f f e r e n t ia t i n g  between c o n tr ib u t io n s  and 
independent expen ditu res.
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AS 1 5 . 1 3  CONTRIBUTION LIMITATION 
Attachment A 

APOC Proposal - -  November 28, 1986

R E C I P I E N T S

* -  Unless 'c o n t r o l le d '  under AS 1 5 . 1 3 . 1 3 0 ( 4 ) .



Attachment B
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MUNCIPALITY POPULATION

A n c h o ra g e
Bethel
C ra ig
D elta  Ju nctio n  

F a i r b a n k s ,  C i t y  of 
F a i r b a n k s  North S ta r  Borough 

Haines Borough 
Homer

✓ Ju n e a u , C i t y  and Borough 
✓ K e n a i ,  C i t y  of 
✓Kenai P e n in sula  Borough 
✓ K e t c h ik a n ,  C it y  of 
v-Ketchikan Gateway Borough 
M o d i ak," C i t y  o f  
✓Kodiak Is la n d  Borough 
M a t a n u s k a -S u s itn a  Borough 

North Pole 
✓N orth Slope Borough 
✓Northwest A r c t ic  Borough 

Palmer 
Seward 

✓ S it k a  
Soldotna 
Unalaska 
Valdez 
W a s i l la

248,263 
3,681 " 
1 , 1 6 7  
1 ,2 0 7  

27,099 
75,079 

1 ,8 4 7  
3 ,8 17  

29,370 
•6,436 
38,919 

8 ,414 
1 4 ,3 1 4  

6,602 
13 ,7 4 8  
41,093 

1,6 40 
8,308 
6,110 

3,016  
2 ,0 7 2  
8,221 

3,597 
1 ,9 2 2  
3,687 
3,666

✓ 1 4  with population more than 5,000



February 28, 1986

T e le co n fe re n ce  ~-
'  CSSB 356(SA )

My name I s  Jean  R o g e rs . I 'm  th e  cha irm an o f the A la sk a  P u b lic  O f f ic e s  
Com m ission . A r la yn e  Knox from F a irb a n k s  who 1s th e  v ice -ch a irm an  o f 
th e  Commission 1s here  w' 'v me as t s  our newest m em ber..Ann ie L a u r ie  
Howard o f Anchorage. Y( day a fte rn o o n  th e  Commission spent some cirnf 
d is c u s s in g  th e  b i l l  b e fo re  yo u . We f in d  th e re  a re  th in g s  1n th e  b i l l  
we suppo rt and th in g s  1n th e  b i l l  we oppose. I ' l l  t r y  to  g iv e  you a fefc 
exam ples o f each in  j u s t  a moment.

R u t f i r s t ,  th e  members o f th e  Com mission w is h  to  p o in t out th a t  t h i s  b i l l  
1s v e ry  d i f f e r e n t  from  both th e  one th a t  was i n i t i a l l y  In tro d uced  In to  
S ta te  A f f a i r s  and from  th e  p ro p o sa ls  w h ich  re ce iv e d  p u b lic  te s t im o n y  in  
O c to b e r. Q u ite  f r a n k ly ,  w ith  such com plex language on a s u b je c t  o f 
In te n s e  p u b lic  I n t e r e s t ,  a p roposa l needs to  be put on th e  ta b le  and l e f t  
th e re  1n th e  same form long enough fo r  peop le to  o b ta in  a co p y , read i t ,  
and th in k  about 1 t b e fo re  th ey  t e s t i f y .  U n le ss  th a t  i s  done, th e  debate 
ta k e s  p la ce  o n ly  on a few key Is s u e s  and many o th e r c r i t i c a l  p ro v is io n s  
a re  adopted w ith o u t s c r u t in y .

A l l  f a l l  th e  p u b lic  d is c u s s io n  ce n te re d  bn M r. G ro s s 's  p roposa l to  a b o lis h  
th e  c o n t r ib u t io n  l im i t a t io n .  Now we know th a t  p ro v is io n  i s  not to  be p a rt 
o f  th e  lang uag e , but th e  debate about th a t  p roposa l has c re a te d  th e  im p re ss io n  
t h a t  everyone knows w h a t 's  in  th e  b i l l .

W ith  re sp e c t to  the th e  p ro v is io n s  we d is c u s se d  y e s te rd a y , we were re v ie w in g  
th e  S ta te  A f f a i r s  Committee S u b s t i t u te  dated  Fe b ru a ry  2 4 th . The item s we 
l i k e  th e  most in c lu d e  th e  r e g is t r a t io n  s e c t io n  fo r  c a n d id a te s  and p o l i t i c a l  
a c t io n  co m m ittee s , th e  c o d if ic a t io n  o f independent e x p e n d itu re s , th e  re q u ire ^  
ment to  te rm in a te  a cam paign, th e  ban on s o l i c t a t lo n s  under fo rc e  o r in  p u b lic  
o f f i c e s .  W h ile  th e re  may w e ll be room fo r  Improvement in  th e se  s e c t io n s ,  we 
b e l ie v e  th e  concep ts to  be good ones and w o rth  p u rsu in g .

Now le t  me tu rn  to  th e  p ro v is io n s  w h ich  g iv e  us th e  most co n ce rn . They a re  
l i s t e d  in  th e  o rd e r they  appear in  th e  b i l l .

Page 18 , l in e  27 , s u b se c t io n  1 5 0 (a ) -  As you know we do no t suppo rt 
th e  c o n t in u a t io n  o f c o n t r ib u t io n s  by s u b s id ia r ie s .  The re co rd s  o f th e  p a s t 

'  two e le c t io n s  amply i l l u s t r a t e  how th e  l im i t a t io n  i s  undermined by t h i s

Page 19 , U n e  1 , su b se c t io n  1 50 (b ) -  The law  needs to  s p e l l  out th a t  
any k in d  o f p ro h ib ite d  c o n t r ib u t io n  must be re tu rn e d  w hether was anonymous, 
in  th e  name o f a n o th e r , 1n a f i c t i t i o u s  name, an e xce ss  c o n t r ib u t io n , e t c .  
We have found case  law  e lse w h e re  t h a t  sug g est both th e  p re se n t s ta tu t e  and 
th e  p roposa l b e fo re  you a re  in ad eq u a te  on t h i s  s u b je c t .

Page 19 , l in e  11 , su b se c t io n  1 5 0 (c ) - I f  a person i s  a llow ed  10 days 
to  re tu rn  a p ro h ib ite d  c o n t r ib u t io n ,  th e n  th e  Commission w i l l  end up

p r a c t ic e .
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w ith  c a se s  where the Is su e  i s  what to  do about someone who re tu rn ed  a con­
t r ib u t io n  in  11 d a y s , o r 12 days o r 13 d a y s . C o m p la in tan ts  fre q u e n t ly  usr 
such p ro v is io n s  to  t h e i r  advan tage . I t  would make more sense to  req u m ? 
im m ediate re tu rn  and g ive  th e  Commission room to  c o n s id e r  th e  f a c t s  In  a 
s p e c i f i c  s i t u a t io n .

Page 2 0 , l in e  21 , su b se c tio n  1 6 0 (e ) — Much has a lre a d y  been sa id  
about the  languaqe which underm ines th e  req u irem en t to  1 1 st deputy t r e a s ^ ^ S c  
Those o f us who b e lie v e  the  p u b lic  has th e  r ig h t  to  know w ho 's c a r r y in g  
around campaign money would l i k e  to  know how a person cou ld  s o l i c i t  a 
c o n t r ib u t io n  and c a r r y  i t  to  a campaign w ith o u t e x e r c is in g  any d is c r e t io n  
o ve r th e  Id e n t i f y  o f th e  campaign o r th e  amount o f th e  c o n t r ib u t io n . The 
re a l bagmen 1n l i f e  d o n 't  s a y ,  " I  hope you g iv e  a c o n t r ib u t io n  o f some amount 
to  some ca n d id a te  and i f  you d o , I ' l l  ta k e  1 t  to  th em ." T h a t 's  th e  o n ly  
b e h a v io r  t h i s  language would s a n c t io n .

Page 2 1 , U n e  4, su b se c t io n  1 6 0 ( f )  -  T h is  language p a r r o t s - e x is t in g  law  
about th e  r e s p o n s ib i l i t y  o f c a n d id a te s . Our e xp e r ie n ce  has shown th a t  t h e r e 's  
much room f o r  Improvement w ith  re sp e c t to  th e  c a n d id a te s  and th e  o rg a n iz e rs  o f 
groups be ing  re q u ire d  to  be r e s p o n s ib le . A n y th in g  you can do to  s tre n g th e n  t h i s  
language would be a p p re c ia te d . .

i' •

Campaign V io la t io n s  in  th e  1 s t  and 2nd degree - su b se c t io n s  220 and 230c 
A lthough  i t  appears th e  Commission co u ld  le v y  s u b s t a n t ia l  f in e s  fo r  1 s t degree 
v io la t io n s ,  t h a t  would be u n l i k e l y .  In  o rd e r to  a s s e s s  th e  la rg e r  f in e s ,  
th e  Commission would have to  prove by c le a r  and c o n v in c in g  ev id ence  th a t
an a c t  was ta ke n  w ith  in te n t  to  avo id  d is c lo s u r e .  T h is  stand a rd  o f p ro o f I s
u n re a so n ab ly  h ig h  and would mean few p e n a lt ie s  a t  th e  h ig h e r  le v e l s .  In
th e  second degree a re a , we fe e l t h a t  th e  f in e s  may be too  lo w .

Page 3 2 , S ta tu te  o f  L im it a t io n s ,  s e c t io n  260 -  th e  te rm  shou ld  be 4 y e a rs  
f o r  both k in d s  o f v io la t io n s ,  e s p e c ia l ly  s in c e  4 -ye a r te rm s o f o f f ic e  a re  
covered  by t h i s  la w .

Page 36 , s u b se c t io n  3 1 0 (b ) , "b an 'o n  p le a  b a rg a in in g ,"  -  The Commission 
s t a f f  s e rv e s  a t  th e  p le a su re  o f th e  C o m m ijs io n ; th o se  who a re  unhappy w ith  i t s
perfo rm ance a re  most welcome to  w r i t e  and l e t  us know.

Page 3 8 , s u b se c t io n  3 3 0 , c o n f id e n t ia l i t y  - Even 1 f  we supported th e  
p re m ise  -  and w e 're  no t su re  we do - t h i s  language 1s f la w e d . The c o n f id e n t ia l i t y  
re q u ire m e n t 1s c le a r l y  Imposed on th e  Commission and i t s  s t a f f  but the  co m p la in ta n t 

-would s t i l l  be f r e e  to  t a l k .  The language fo rb id s  d is c u s s io n  1 f no a c c u sa t io n  
. 1s e v e r  f i l e d .  C e r t a in ly  th e  p u b lic  has an In t e r e s t  1n what cases a re  d ism is se d

and w hy. The language in  su b se c t io n  (b )  1s so p r o h ib i t iv e  th a t  1 t m ight be i l l e g a l
to  conduct an In v e s t ig a t io n .  I f  a subpoena were Is su e d  w ith  the  name o f the  
responden t on i t ,  such cou ld  be co n s tru e d  as d iv u lg in g  th e  e x is te n c e  o f an 
In v e s t ig a t io n .

T h a t co n c lu d es my rem arks on b e h a lf  o f th e  Com m ission . Thank you 
fo r  t h i s  o p p o rtu n ity  and fo r  th e  s p e c ia l e f f o r t  you made to  a rrang e  t h i s  
te le c o n fe re n c e . W e're most a p p r e c ia t iv e .
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AS 1 5 . 1 3  -  Campaign D is c lo s u r e

In tro d u c t io n

The volume and com plexity o f campaign f in a n c in g  has o u tstr ipp ed  the Law's 
a b i l i t y  to provide meaningful d is c lo s u r e  and e f f e c t iv e  enforcement. Pub­
l i c  i n t e r e s t  in  inform ation concerning the sources o f campaign f in a n c in g  
has grown with the cost of campaigns. Campaigns, c o n tr ib u to r s ,  and 
v o te rs  a l l  express dismay at the in c re a se d  c o s ts  and the f u n d -r a is in g  
e f f o r t s  re q u ire d  to support those c o s t s .

The recommendations which fo llo w  are intended to  reduce the sources of 
campaign funding and to in c r e a s e  the to o ls  for e n fo rc in g  those r e s t r i c ­
t i o n s .  A d d it io n a l recommendations address loopholes in  the curren t 
s t a t u t e  which a llo w  the o rg a n iz a t io n  o f  l a s t  minute e f f o r t s  to in f lu e n c e  
e le c t io n s  w ithout adequate n o t ic e  to the p u b l ic  o r  the a ffe c te d  campaigns,,

Recommendations are a ls o  made to reduce the a p p l i c a b i l i t y  of the chapter 
in  areas where campaign a c t i v i t y  i s  l i m i t e d .

1 .  C o n tr ib u t io n  L im it a t io n  -  AS 1 5 .1 3 .0 7 0 ( a )

The Commission recommends a comprehensive r e v is io n  o f  the type of a llo w ­
able c o n t r ib u t o r .  The e f f e c t  o f the recommendations i s  l i s t e d  below 
Attachment A compares present law w ith the proposal. The e ffe c t  of the 
proposal on c o n tr ib u to rs  i s :

a .  I n d iv id u a ls  may g iv e  $ 1 ,0 0 0  in  a ca le n d a r y e a r  to a can dida te, 
a group, or a d i s t r i c t  party  s u b d iv is io n ,  and may g ive un lim ite d  
amounts to a s ta t e  party  c e n t ra l  committee.

b. A group may make no c o n t r ib u t io n  whatsoever to a c a n d id a te , ano­
th e r  group, or a p o l i t i c a l  p a r t y .  Group e f f o r t s  would be r e ­
s t r i c t e d  to supporting or opposing b a l lo t  is s u e s  and to making 
independent expenditures fo r  or a g a in s t  a c a n d id a te .

c .  D i s t r i c t  party  s u b d iv is io n s  could g ive  u n lim ite d  amounts to a 
c a n d id a te  o r  to t h e i r  s ta t e  c e n tra l  committee, make no c o n t r i ­
b u t io n s  to groups, and g ive  $ 1 ,0 0 0  to another d i s t r i c t  s u b d iv i ­
s io n .

d. The s t a t e  c e n tra l  committee o f a p o l i t i c a l  p a rty  could g ive  u n lim ­
i t e d  amounts to a c a n d id a te ,  make no c o n tr ib u t io n s  to groups, 
and g iv e  $ 1 ,0 0 0  to d i s t r i c t  s u b d iv is io n s .  The proposal does 
not a llo w  fo r n a t io n a l p a rty  o rg a n iz a t io n s  to co n tr ib u te  to 
c a n d id a te s .

S - l
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e. Co rp orate, union, and p a rtn e rsh ip  c o n t r ib u t io n s  are banned
e n t i r e l y  on the grounds th at c o n tr ib u t io n  d e c is io n s  by such 
e n t i t i e s  are  made by I n d i v i d u a l s ,  fre q u e n tly  the same i n d i v i d ­
u a ls  who are g iv in g  funds p e r s o n a l ly .  A d d it io n a l co n s id e ra t io n  
should be given to language banning c o n t r ib u t io n s  by u n in co r­
porated a s s o c ia t io n s  which do not q u a l i f y  as groups under the 
d e f i n i t i o n  in  AS 1 5 . 1 3 . 1 3 0 ( 4 ) .

The e f f e c t  of the proposal on r e c ip ie n t s  i s :

a .  Candidates may re c e iv e  $1 ,0 0 0  from an i n d i v i d u a l ,  u n l im ilo d  
amounts from d i s t r i c t  party  s u b d iv is io n s  and the s ta te  ce n tra l 
committee.

b. A group may re c e iv e  $ 1 ,0 0 0  from an i n d i v id u a l .

c .  A d i s t r i c t  party  s u b d iv is io n  may re c e iv e  $1 ,0 0 0  from an i n d i v i d ­
u a l ,  another d i s t r i c t  party s u b d iv is io n ,  or a s ta t e  ce n tra l
committee.

d . A s t a t e  party  c e n tra l committee may re c e iv e d  u n lim ite d  amounts
from in d i v id u a l s  and d i s t r i c t  party  s u b d iv is io n s .

2 .  D is c lo s u r e  Thresholds

Report by can d id a te  -  re p o rt in g  dates remain the same as w ell as the r e ­
quirement to provide name, a d d ress, occupation and employer for those 
who c o n tr ib u te  more than $100.

Provide an exemption fo r  a s ta t e  or m unicipal can dida te  who c e r t i f i e s  lie 
or she w i l l  not accept more than $1 ,000 or spend more than $1 ,000 — i n ­
c lu d in g  the c a n d id a te 's  own money - -  in  an e le c t io n .

Report by group -  re p o rt in g  dates remain the same as well as the r e q u ir e ­
ment to p rovide name, ad d re ss , occupation and employer fo r  those who 
c o n t r ib u t e  more than $100.

Report by in d iv id u a l  c o n tr ib u to r  -  re quired  of in d iv id u a l  g iv in g  more 
than $250.

Report of independent expenditure -  re quired  of in d iv id u a l  or e n t i t y ,  
other than group or p o l i t i c a l  p a rt y ,  making independent expenditure of 
any amount.

3. Shorten S ta te  Campaigns ( i . e . ,  make them le s s  expensive)

E s t a b l is h  c i v i l  penalty  fo r  p ro h ib ite d  expenditures before f i l i n g .

Amend the E le c t io n  Code to shorten the timeframe w it h in  which d e c la r a ­
t io n s  can be f i l e d .

R e s t r ic t  use o f candidate campaign funds to In f lu e n c in g  the c a n d id a te 's  
own e le c t io n  and to repaying campaign loans which were prop erly  reported.

11/28/86 - APOC 1987 Legislative Proposals - AS 15.13 - Page 2
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Ban use o f campaign funds by can dida te s for payment of f in e s .

Require campaign accounts to be c losed by December 31 o f  the .year nf i.hr 
e le c t io n .

11/28/86 - APOC 1987 Legislative Proposals - AS 15.13 - Page 3

4. C o n tr ib u t io n s  in  the Name o f Another -  AS 1 5 .1 3 .0 7 0 ( d )

Change ".A c o n t r ib u t io n  made by a ,person w ishing to rem ai- anonymous" to s p e c if y  
th at anonymous c o n t r ib u t io n s ,  c o n tr ib u t io n s  made in  the name of -mother, r.prf 
f i c t i t i o u s  c o n t r ib u t io n s  are  a l l  su b je ct  to r e t u r n ,  donation to c h a r i t y  o» 
escheat to the s t a t e .  S p e c ify  the Commission's a u th o r ity  to d ir e c t  the d is p o ­
s i t i o n  of such funds.

5. Group R e g is t r a t io n  -  AS 1 5 .1 3 .0 5 0

Require p r io r  to accepting c o n tr ib u t io n s  or making e x p e n d itu re s .

Require to be f i l e d  handcarried  or telegrammed i f  group forms w ith in  14 days of 
an e le c t io n  i t  intends to in f lu e n c e .

r

R e g is t r a t io n  muist in c lu d e  name, address and telephone numbers fo r  c h a i r s t r e a ­
s u r e r ,  and each deputy t r e a s u r e r .  Allow c h a ir  to c e r t i f y  r e p o r t s .

Require annual renewal each January 15  u n t i l  f in a l  report i s  f i l e d .

Ban use o f  group name th a t  i s  same or m a t e r ia l ly  s i m i l a r  to name of group
on f i l e  w ith  APOC.

Require th a t name o f group organized by employees or members o f a corpora­
t i o n ,  p a rt n e rs h ip ,  union, a s s o c ia t io n  or other o r g a n iz a t io n  in c lu d e  name of 
the c o r p o ra t io n ,  p a rtn e rs h ip ,  union, e t c .

6. Commission Enforcement

New language e s t a b l is h in g  broader c i v i l  p e n a lt ie s  for such th in g s  as:

a) knowingly making or accepting an e xce ssive  c o n t r ib u t io n ,  an anon­
ymous c o n t r ib u t io n ,  a c o n tr ib u t io n  in  the name of an o th e r, or a f i c t i t i o u s  
c o n t r ib u t io n ;

b) making p ro h ib ite d  expenditures before f i l i n g ;

c )  misuse of campaign funds;

d) l a t e  or incomplete r e g is t r a t io n  by candidate o r  group, in c lu d in g
f a i l u r e  to l i s t  deputy t r e a s u r e r s ;

e) f a i l u r e  to provide proper i d e n t i f i c a t i o n  on campaign communications; or

f) other new v io la t io n s  which are  added.
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7. M unicipal A p p l i c a b i l i t y  -  AS 1 5 . 1 3 . 0 1 0

R a ise  population th resh old  from 'more than 1,0 0 0' to 'more than 5,000' or 
s t r u c t u r e  a date, two-three y e a rs  hence, a f t e r  which m u n ic ip a l i t ie s  
are  no longer covered. Attachment B l i s t s  the 26 m u n ic ip a l i t ie s  now 
covered; checkmarks in d ic a t e  the fourteen lo c a t io n s  where population 
exceeds 5,000.

I f  population th resh o ld  is .n o t  in c re a s e d ,  provide an exemption for. ^et-vlcc 
area board c a n d id a te s ,  c h a rte r  commission c a n d id a te s ,  ana Mironr^'aLioi* 
e le c t io n  ca n d id a te s.

8. Year-end Reports -  AS 1 5 . 1 3 . 1 1 0 ( a ) ( 4 )

S p e c if y  December 31 as end of re p o rt in g  p e r io d .

Change due date to January 1 5 .

9. 24 Hour Reports -  AS 1 5 . 1 3 . 1 1 0 ( b )

Change "one week" to "ten d a y s ."

10 .  Define Independent Expenditures

C o d ify  concept now in  r e g u la t io n ,  2 AAC 50.351 and 2 AAC 5 0 c 3 1 3 ( j ) o 
Banning groups, c o r p o ra t io n s ,  and other o rg a n iza t io n s  from making c o n t r i»  
b utio ns to candidates w i l l  in c r e a s e  the p r a c t ic e  of making independent 
expenditures for or a g a in s t  c a n d id a te s .  Expenditures which are  not 
' t r u l y  independent' o f  a c a n d id a te  amount to the same th in g  as c o n tr ib u ­

t i o n s .  E f f e c t iv e  enforcement o f  the c o n tr ib u t io n  r e s t r i c t i o n s  w i l l  
re q u ir e  strong language fo r  d i f f e r e n t ia t i n g  between c o n t r ib u t io n s  and 
independent expen ditu res.



AS 1 5 . 1 3  CONTRIBUTION LIMITATION 
Attachment A 

APOC Proposal - -  November 28, 1986

* -  Unless 'c o n t r o l le d '  under AS 1 5 . 1 3 . 1 3 0 ( 4 ) .
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Attachment B

MUNCIPALITY POPULATION

✓Anchorage ,  248,263.
3ethel 3,631
C r a ig  • 1 , 1 6 7
D e lta  Ju n c t io n  1 ,2 0 7

✓ F a ir b a n k s ,  C i t y  of 27,099
F a i r b a n k s  North S t a r  Borough 75,079

Haines Borough 1 ,8 4 7
Homer 3 ,8 17

✓ J u n e a u ,  C i t y  and Borough 29,370
✓ K e n a i ,  C it y  o f  ‘ 6,436
✓ K e n a i P e n in su la  Borough 38,919
✓ K e t c h ik a n ,  C i t y  o f  8 ,4 14
K e t c h i k a n  Gateway Borough 1 4 ,3 1 4
K o d i a k , -  C i t y  o f  6,602
✓Codiak Is la n d  Borough 13 ,7 4 8
M a t a n u s k a -S u s it n a  Borough 41,093

North Pole 1,6 4 0
✓N orth  Slope Borough 8,308
✓Northw est A r c t i c  Borough 6 ,1 1 0

Palmer 3 ,016
Seward 2 ,07 2

✓ S i  tka 8,221
Soldotna •• 3,597
Unalaska 1 ,9 2 2
Valdez 3,687
W a s i l la  3,666

*✓14 with population more than 5,000
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Original sponsor: Labor & Commerce
Committee

\

IN THE SENATE
BY THE \ >4#'$ AND 
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 is 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, 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 advanced, or $12, whichever is less, 

except that on loans of under $100 a minimum not exceeding $3 may be 

charged.

SB0087B -1- CSSB 8 7 (L&C)



A L A S K A  W O M E N ’S LOBBY
POST O F F IC E  B O X  10-1571. A N CH O R A G E . A LA SKA  99510

F e b r u a r y  1 1 ,  1 9 8 7

Honorable T im Kelly

Senate Labor and Commerce Committee

P.O. 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 

c o n s u m e r s .

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 Natio n a l  Bank of the North did so and is now offering 

Alaskan customers a card from Seattle at a 15% single rate. This 

resulted in a n  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.
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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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You might not have noticed; but the-.', 
’̂interest you pay on your VISA or Master-•: 
i £ard depends very much oh whether i t .-. 
*,was issued by an "Outside" bank .like

i The "two-tier" structure of Alaska's law*'- 
(creates"! a :situation-;lh5 which ‘most of.’:. 
Alaska-Issued -card owners who carry- r' v| 

• ‘relatively low balances-Wind up p ay in g /. 
the.maximum 18 percent,.while a minori-! ‘ h-t 

■. ty of the more affluent,, who qualify for} '.-k 
’ the premium bank -cards> with 'larger/ 

credit lines, can carry large balances and;
!pay 11.5 percent on.some of it. In effect;'. \-:

•.;• they are using the cards as a source, of." ;!, ii;
oV» an r% nnnpumnr nro/11 f ' nnrl ft m* VialtlO1 ' f

/Qltlbank or Bank of America, or an.- 
VAlaska bunk. It can make a real differ- 
rence, because the interest charged by 
Mocal banks can be considerably less. But y 
- not as cheap as it could be. h e re in  lies . i ■ • - • • . -■

pn interesting story. . . J,..................
.,.i This Is hard to believe, but spdly true:' I /  -
/A laska 's law restricting Interest rates on :,t ' y r r t f i n f i p
,< credit cards puts local banks at a compet- '
*' itivc disadvantage with out-of-state fi-\<p' 1 ?£:;• *• »•*... \  ,... . — ------------ — ---------------  ... ,
> nanclal institutions, results in local con-r-'locally issued credit cards that are lpwer(S bank  earnings are marginal when servic*}’’ 
Vsumers paying higher rates, raises j . .  *■ .

*£ possibility of local jobs being eroded 
.^surprisingly, results in a minority 
^relatively  affluent Alaskans being,
V effect, subsidized by the v  it of i!us. ' - V a top rate of 18 percent on the 

You’d think legislator;, would rush to -s owed, and a lower interest rate.
^change this. In fact, they tried to. A bill - to balances over $1,000, that 
25did pass both the Houw and Senate, but," five points over the federal discount

£  of high interest rates, high inflation: and i 
jffltbe notion that economic problems can be '
^•'solved by price controls and government!
h regulation.' But because of it, outv-of-state .-kans, many, of whom then .turn to cards ̂ i'
£ financial Institutions have been able to^ Issued by out-qf-state-financial Instltu-'/'1. ^ . ^ . .  : - - -
•j’1 market their own credit cards aggressive- tions to which the Alaska limits do' not f j - - This has made Alaska & happy hunting; *’-/• 
... ly here, capturing about half the Alaska • apply. Rates charged on. these . cards j  ■ ground for out-of-state financial instltu- *
V charge card market. Because . Alaska’s , approach 20 percent. For example, Citl-!'>: tions that are regulated (under- more.
!\ ihcitations on interest don't apply to ... bank and Bank of America charge 19.8 fy  liberal laws of their home, states.- With 
■if-,them, .they can charge higher, rates as percent for their VISA and MasterCard ' modern com m unications‘.and data-;

well. . . .  "i
:,V- Alaska is one of five states that
..V have/,  * •. • • laws restricting interest
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| C R E D I T :L a w s
/k e e p  ra te s  h ig h  '
^  Sl^Contlnued from Page 3-1' ' ”} *
&• iterations in states with lib-! j . 
'.•ysralilaws and can aggressive^

'•fly-promote their cards nation/
• !“wide .because• they charge* ...
' Thighej* rates and have a huge .. 

Jjvolume to make up losses.; 
.-■Local banks, in contrast, have 
‘ ’less volume,- less margin and 

'higher costs, partly because 
, I th e y  m aintain th e ir opera*1 

i tions and people here. •: ;
■ * ;-.-The legislation that died in 

- .i Juneau would have wiped out 
I ,j this lower “tier” of interest 
| Vv limitation to leave just one 
fvjlimit on the to ta l of the!
■j amount owed. In fact, in final .- /  

■i''versions of the bill, the top i • 
^ “cap” .-would, have been rej 
/duced from 18 to 17 percent. »*’. ■* 
.jjZ-jBut- the actual rate would-” .>t ; 
'(be-determined by competitive v/~ 
•^market forces here and woulcj ... 

,{! "float "-down to around'.16.5 -j-'/ 
j . -percent,'Alaska bank officials ;*;•

•say, Because there^no longer 
uHwould be a need to subsidize 
;!; the lower limit j rates for most 
/people-would, go down. But 
f# h t  overall re tu rn  to .thd i ' \  
lVBanksy,,would -increase./A  j •& 
^•greater, margin would permit *
(f m ore/.liberal jcard-issuing:, v ' 
jjinore yolume, an. ability to 

[/•capture back inore m arke t1.
•} ysharefrorzr the Outsiders, and -•
S ' lower Interest rates on <charge

ft!

r  point, to -.other states .with
7 -relatively high legal limits, or 
ife even no ‘.limits, where actual 
: * '/rates,- established by- market . -V. 
•/'competition, are lower..They " \* ‘; 

.: point to-. Washington, where 
the-legal ceiling is 18 percent 
but Sfeafirst. and . Rainier 
banks-charge ,15 .pelcent on 

;• /th e ir cards. ■ *'•>., • •
j; i'/r*Critics respond: the Alaska 
!',. banking community 'is small 
j'i'and dominated by a few big 

banks. There might not be 
enough competition for mar­
ket forces to bring down

••A-

•*.. Most legislators;-finally  
grasped the subtle complex!- 

-. ties of this issue, though not 
in time to see a change in the 

| ‘ law this year. It's tempting in 
politics to rely on the notion 

I ;that government can "fix” a  
/problem  with a  regulation dr 
*a control. It's more difficult 
^ to  see. the long-range effects 
_ o r to really trust that free- 
,/m a rk e t. forces and deregula- 
;.:’.tion in  the financial communi- 
• :ty  can really benefit cons um­
bers. !'*

legislators do allow 'in* 
i Merest rate deregulation: it  
•/will be interesting indeed to 

/s e e  how free-market forces 
/w ill actually perform. ^  „
; v . « • . ’r.r - . - •£»..

. - . t  t  ,

' Tim Bradnar writes for an . 
''Alaska economic reporting sarv* 

-«I c e . . '
* ■ rr':• -V *tAs* "*'r ‘tr’ *̂ • ■

rates. > * .vf
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■• ATLANTA -£Georgia’fGerieral A s ^  
semblyh as/Voted togiveqredit card IsPi

i;»suers!rwitldhUbe.state;,coipplel;e^free5k

•pdom'tolet’thejrq/yqint'eresthates'ju^i
n  — . *■ • ' ■ ■■ - - -

n en tsrsajT w ill. c r e a te ' h u n d r e d s o f .  ney)W! 
;jqbL'{/^j/\<,H! • :"•?!. 1 >'

T h e  H o u se  p a s se d  th e  m e a su re  138  
^ t ( ^ 3 4 “^ d d m m e d ia t e ly i 's e n t  itr t q r th ^ f l  

S en a te ,’w h e r i ' i t  w as a p p ro v e d  b y  a  4 2 -  I 
to-1  v o te . 'T h e  b ill r e q u ire s  th e  g o v e r j ; 

-.jnor’s s ig n a tu re 1 to  b e c o m e  law.* i; ) 
r R e p . - >  Ja m es  M .-B e c k ,' D -V aldosta ; ! 
I sp o n so r  o f  th e  b ill in  th e  H ouse ,y sa id  j
• d e re g u la tio n  o f  ra te s  a n d  fees  w o u ld  al- j 
i ld w  h a n k s  tp  o ffe r  a  w id e r  v a r ie ty , o f .  { 

^ t r e d l t /c a f d s ^ h e r e ; . :H e  also  p r e d i c t e d ^  
£ th a t  asTm a n y  a s :a  d o z e n  fin an c ia l In s tP ta  
/u tio n s * w o u Id V o p e n 'c re d it  c a rd  b an k s j^  
• f h e r e ’w ith in  a  y e a r h l '  *-■ •• . ;
•i <■ ‘T'can’t'overemphasizetheemploy^ 

ment“ aspect.--of, the--bill,”  he said..’ 
i f,That’s what it ’s all about>But we can’t 

j have one part {new banks] without the . 
•other [creditjcard deregulation]."
• Under the) bill,, a '■ credit: card bank: 
would have, to employ at least 50 peo­
ple or contract'with a Georgia credit 
card processing company that employs

; ncard, prpcessih^i^ulsi^sq^f^nbcf^msll.^b 
'i <companie?*Jh q/amendmeptdoston'r**1'

>;irQthe5 jepresentatlYgj clalm^dJbanksH 
if would ̂ pspopdjto^tjbe/bill^j^^slngl 
% their Interest yates a h d - fe e ^ ^ ^ ^ |& ^  
«-i!'!:TK'e'^12; feeiwHl be!$45-jn-ng;time^|/'.

illia ^ ;  Ji^ksffi ^ ^ j  f';.---"

who offered

4 V;

4 uieu urcuu utuu upui tuiuiii iu u. uereg-^;

^ a te d 1̂
-. ̂  The deregulation-,oE.predit(cards ap-y 
plies. only-.tq:cards -issued hyiiinancialj

* I n K l i i i i l i n n f f l  { ■ ■ J  i  f t  j-r .' . h  n  m  I .  n  M

r £

^ a n n u a l  in te r e s t  f a t e / T h e y ; o f e 'f i o t p e r /  
m it te d  to  c h a rg e  W a n n u a l  fe e V /;/ ./ )  B  ,
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Creditlcards
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THE ASSOCIATED PRESS
WASHINGTON -  The chair­

m an of a  Senate Banking subcom ­
m ittee is warning banks th a t issue 
Visa and M asterC ard cred it cards 
to begin com peting on in terest 
ra te s  o r risk new legal curbs on 
the ra te s  they can charge.

S en .^C hrlstopher^D odd.^D * '? 
Conn.,'Opening a  hearing by his 
consum er affairs subcom m ittee, 
said  Tuesday he disliked the idea 
o f a  national cap  on in te rest ra tes, 
calling such a  ceiling J 'a  sim ple t 
and wrong - 'o o lu tio n to 'a  coinpli-.' 
ca ted  problem.-* •





„  B A N K  C A R D  IN T E R E S T -R A T E S
• • •* .1 • « t ̂  s a m 'p [0 of some Anchorage banks

Company First 51,000 Over 51,000 Annual fees Interest free period
Alaska Continental Bank 18.00% 10.50% $20 25 days j
Alaskan Federal Credit Union *14.85% same none none
Alaska Mutual Bank 18.50% same $18 21 days
Alaska National Bank of the North 15.00% same $18 21 days
Alaska Pacific Bank 18.00% 10.50% $20 25 days
Alaska Statebank 18.00% 10.50% $20 25 days
Alaska USA Federal Credit Union *13.90% same $15 25 days
Fedalaska Federal Credit Union 18.00% 10.50% $20 25 days
First Federal Bank of Alaska 18.00% 10.50% $20 25 days
First Interstate Bank of Alaska 21.00% same $20 25 days
First National Bank of Anchorage 18.00% 10.50% $20 25 days
National Bank of Alaska 18.00% 10.50% $20 25 days
Rainier Bank Alaska 15.00% same $20 25 days
Alaska Bank Card Center 18.00% ' 10.50% $20 25 days

• Fluctuates



By JANE CARTWRIGHT
Da«v News feooner

if youre unhappy with the interest rate 
you pay on your credit card, all you may 
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 13.9 per­
cent. California-based F irst 

. 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 10.5 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. I f  
so, 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 b it higher, 
according to experts. Many people find- i t  
difficult to admit they don’t  know. •' •

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 w ill 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 L ittle  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.

A ll 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 18.5 
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 w ill mail you 
; a list of bank interest rates from across the 
; country for $1.

" I f  there’s a dispute over a charge, you 
have to put it  in w riting," he explained. "So, 
it  doesn’t matter i f  the bank is two blocks 
away or 2,000 miles."

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

. to a card 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 
I 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- 

I ministering the program is
/ very high."
I 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:* b^ca^se they are hooked on 
their cards, and the lenders felt free to charge 
whatever interest the traffic w ill 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.



B y la w , A la s k a  b a n k s  c a n n o t assess  ca rd  
h o ld e rs  m o re  th a n  18 p e rc en t in te re s t  a n n u a lly  
on  c re d it  b a la n c e s  o f less th a n  $1,000.

F o r  a c c o u n ts  w i th  b a la n c e s  e x c e e d in g  
$1,000, th e  in te re s t  r a te  f lo a ts  5 p e rc e n ta g e  
p o in ts  ab o v e  th e  d isc o u n t ra te  se t b y  th e  
F e d e ra l R e se rv e  B a n k  — c u r re n tly  5.5 p e rc en t.

T h e  r e s tr ic t io n s  d o n 't  a p p ly  to  o u t-o f-s ta te  
b a n k s  w ith  b ra n c h e s  in  A la sk a .

R a in ie r  B a n k  A la sk a  o ffe rs  a 15 p e rc e n t 
in te re s t  r a te  — th e  sa m e  r a te  R a in ie r  B a n k  
ch a rg es  i ts  W ash in g to n  cu s to m e rs . T ra n sa c ­
tio n s  a re  p ro cessed  th ro u g h  S e a ttle .

S e a t t l e  F i r s t  N a t io n a l  B a n k  p ro c e s s e s  
tra n sa c t io n s  fo r  fo u r  A la s k a  b a n k s : A la s k a  
N a tio n a l B a n k  o f th e  N o rth  (15 p ercen t) , 
A la s k a  M u tu a l B a n k  (18.5 p e rcen t). M ount 
M cK in ley  (18.5 p e rc en t)  an d  F ir s t  B a n k  (18.5 
percen t) .

W ith  S e a F ir s t ’s  a c q u is i tio n  la s t  m o n th  o f  
th e  b a n k  c a rd  o p e ra tio n  a t  A la s k a  B a n k  o f th e  
N o rth , th e  n u m b e r  o f A n ch o rag e  in s t i tu tio n s  
th a t  is su e  a n d  p ro ce ss  th e i r  o w n  ca rd s  sh ra n k  
to  th re e : tw o  c re d it  u n io n s  a n d  a  b an k .

C o m p e tin g  w i th  A la s k a  U S A  F e d e ra l C re d ­
it  U n io n 's  13.9 p e rc e n t is A la sk a  F e d e ra l 
C re d it U n io n 's  14.85 p e rc e n t. Y ou m u s t be a 
m e m b e r  to  g e t a  ca rd . A la s k a  F e d e ra l ch a rg es  
no  annual fee  f o r  u se  o f a ca rd . H o w ev er, 
th e re  is  n o  g rac e  p e rio d .

T h e  o n e  b a n k  in  A n ch o rag e  th a t  issues  its  
o w n  c a rd  is  F i r s t  N a tio n a l B a n k  o f A n ­
ch o rag e . T h e  in te re s t  r a te  is 18 p e rc e n t on  th e

CREDIT: It pays to shop around
[ _ __________ Continued from Page D-1  |

f i r s t  $1,000 a n d  10.5 on  a n y th in g  above .
T h e  b a n k  o f fe rs  a  25-day  g ra c e  p e r io d  a n d  

ch a rg es  a  $20 a n n u a l fee.
T h o u g h  th e re  a re  o n ly  th r e e  f in a n c ia l  in s t i ­

tu t io n s  th a t  is s u e  a n d  p ro ce ss  th e i r  o w n  c a rd s , 
A la s k a  B a n k  C a rd  C e n te r  p ro ce sses  c a rd s  in  
th e  n a m e  o f  21 o th e r  f in a n c ia l  in s t i tu t io n s  
s ta te w id e . T h e  c e n te r  is  a  w h o lly  o w n ed  
su b s id ia ry  o f  N a tio n a l  B a n k  o f  A la s k a , th e  
s ta te 's  la rg e s t  b a n k .

R a te s  fo r  N a tio n a l  B a n k  o f  A la s k a ’s 50,000 
c a rd h o ld e rs  a r e  th e  sa m e  a s  th o se  o f fe re d  b y  
th e  F i r s t  N a tio n a l  B a n k  o f  A n ch o rag e .

L o ca l b a n k  o ffic ia ls  sa y  th e y  e n c o u rag e  
sh o p p in g  a ro u n d .
,  " I  th in k  p e o p le  a re  b ec o m in g  m o re  co g n i­
za n t o f  th e  d if fe r e n t  in te r e s t  r a te s  c h a rg e d ,” 
sa id  V ick i W ilts , m e m b e r  s e rv ic e s  m a n a g e r  fo r  
A la s k a  F e d e ra l  C re d it  U n io n .

"B e fo re , i t  d id n ’t  m a t te r .  P e o p le  sa id , 'G iv e  
m e  th e  c a rd  a n d  le t  m e  d o  m y  s h o p p in g .’ 
W e’re  n o w  lo o k in g  a t  a  y o u n g e r  g e n e ra tio n , 
th e  28-to-45 a g e  g ro u p , w h ic h  is  e d u c a te d  
a b o u t h o w  to  sp e n d  m o n e y  w is e ly ."

J o a n  E a s le y , b ra n c h  m a n a g e r  fo r  R a in ie r  
B a n k  A la s k a , a g re e d . " T h is  is  a  so p h is tic a te d  
p o p u la tio n  t h a t  is  v e r y  m u c h  a w a re  o f  w h a t 
in te r e s t  r a te s  a r e  d o in g ,"  sh e  sa id . "W e ge t 
c a lls  f ro m  p e o p le  w h o  w a n t  to  c h a n g e  c a rd s ."

B ecau se  r a te s  in  A la s k a  a re  lo w e r  th a n  
o th e r  p a r t s  o f  th e  c o u n try , o u t-o f-s ta te  co n ­
su m e rs  a p p ly  h e re  fo r  A la s k a  c a rd s , sa id  
G lo r ia  R a g er, b a n k  c a rd  c o o rd in a to r  fo r  A la s ­
k a  M u tu a l B a n k . "W e g e t c a lls  f ro m  E a s t  
C o ast c o n su m e rs  tw o  o r  th r e e  tim e s  a  d ay . 
P e o p le  ca n  a f fo rd  to  b e  c h o o sy ."

□ Write Bankcard Holder* of America at 333 
Pennsylvania Avu. S.E., Washington, D.C. 20003.
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W isconsin  b a n k , b e g a n  o ffe r­
in g  so m e c a rd s  a t  a  14.9 p e r ­
c e n t in te r e s t  r a te ,  b u t  e l im i­
n a te d  the-'g race p e rio d .

• C o n s u m e r  R e p o r ts  n o te s :  
" L e t 's  s a y  y o u  m a k e  f iv e  $50 
p u rc h a se s  d u r in g  a  b il l in g  c y ­
c le  a n d  p a y  in  fu ll  tw o  w e e k s  
b e fo re  th e  b i l l 's  a r r iv a l .  W ith  
th e  n o rm a l 25-day  g rac e  p e r i ­
od , y o u ’d  o w e  no  in te re s t .

" B u t  w ith o u t  a g rac e  p e r i ­
o d , th o s e  p u r c h a s e s  w o u ld  
co s t y o u  $3 to  $4 in  in te r e s t  
ev e n  o n  a  c a rd  w ith  a  r e la ­
t iv e ly  lo w  14.9 p e rc e n t in te r ­
e s t r a te ."

• V a r ia b le  r a t e s .  O th e r  
b a n k s  o f fe r  a  lo w -ra te  c a rd , 
b u t  th e  r a te  is  v a r ia b le .  M a­
r in e  M id lan d  in  N ew  Y o rk , 
fo r  e x a m p le , o ffe rs  a  c a rd  
w i th  a  14.9 p e rc e n t v a r ia b le  
ra te . T h e  b a n k  ch a n g es  th e  
r a te  e v e ry  q u a r te r  a c co rd in g  
to  a  n u m b e r  o f  fa c to rs , in c lu d ­
in g  th e  co s t o f  th e  fu n d s . T h e  
r a te ,  h o w e v e r, is  n o t p eg g e d  
to  a n y  o u ts id e  in d ex .

I f  y o u  p a y  o ff  y o u r  c re d it-  
c a rd  b a la n c e s  r e g u la r ly  a n d  
d o n ’t  in c u r  f in a n c e  ch a rg e s , a 
m u c h  h ig h e r  r a te  d o w n  th e  
l in e  w o n ’t  m a k e  m u c h  d if fe r ­
ence. B u t i f  y o u  c a r ry  c re d it  
b a la n c e s , i t  co u ld .

" B e fo re  lo o k in g  fo r  a  c re d ­
i t  c a rd  t h a t  o f fe rs  th e  b e s t 
f e a tu re s  in  th e  c ra z y  q u i l t  o f 
p r ic in g  sch em es, c o n s id e r  f i r s t  
h o w  y o u  u se  c r e d i t ,”  th e  m a g ­
a z in e  su g g e sts . " I f  you  a r e  a  
‘co n v e n ie n c e ’ u se r ,  w h o  p a y s  
o ff  b a la n c e s  p ro m p tly  each  
m o n th  th u s  in c u rr in g  n o  f i­
n a n c e  ch a rg e s , g ra c e  p e r io d s  
c o u n t b u t  in te r e s t  r a te s  do  
n o t.

" I f  youV-f w tr u e  c re d i t  
u se r, w h o  a llo w s  y o u r  u n p a id  
b a la n c e s  to  re v o lv e  in to  ;h e  
n e x t b il l in g  p e r io d ,  lo o k  fo r  a 
lo w e r  in te r e s t  r a te .  A n d , o f 
co u rse , th e  m o re  h e a v i ly  y o u  
c h a rg e , th e  m o re  y o u 'l l  s a v e  
w i th  th e  lo w e r  r a te .

"W h e n  e v a lu a t in g  c r e d i t -  
c a rd  o ffe rs , lo o k  c a re fu lly  a t  
th e  f in e  p r in t  b e fo re  y o u  s ig n  
u p . C h eck  th e  a n n u a l  fee. 
D oes th e  b a n k  c h a rg e  y o u

in te re s t  a t  a  h ig h e r  r a te  if  y o u  
p u rc h a se  le ss  o n  y o u r  ca rd ?  
A re  th e re  tr a n s a c t io n  fees fo r  
cash  a d v a n c e s  o r  ev e n  p u r ­
chases?

" Y o u r  b e s t  b e t  is  s t i l l  w ith  
a n  o ld -fa sh io n e d  c re d i t  c a rd  
w ith  a  lo w  in te r e s t  r a te , lo w  
a n n u a l fee , a n d  th e  g rac e  p e r i ­
od. S u ch  o ffe rs  a r e  l ik e ly  to  
com e fro m  f in a n c ia l  in s t i tu ­
tio n s  t h a t  a r e  t r y in g  to  g e t 
m o re  c a rd s  in to  th e  h a n d s  o f 
co n su m ers , r a th e r  th a n  fro m  
b a n k s  th a t  a l re a d y  h a v e  a 
la r g e  c r e d i t - c a r d  c o n s u m e r  
b a s e ."

C o n s u m e r  R e p o r ts  n o te s  
t h a t  " p r ic in g  ca n  b e  s u b t le ."

C o n s id e r  F i r s t  D e p o s it N a ­
t io n a l  B a n k  in  T ilto n , N .H . I t  
o ffe re d  b y  m a il  a  V isa  c a rd  
w ith  n o  a n n u a l  fees, n o  t r a n s ­
ac tio n  fees, lo w e r  m in im u m  
m o n th ly  p a y m e n ts  a n d  a  1 
p e rc e n t re b a te  on  e v e ry  p u r ­
ch a se  m a d e  w ith  th e  c a rd .

T h e  ca tch?
To g e t th e  c a rd , y o u  h a d  to  

ta k e  o u t  a  $1,000 ca sh  a d v a n c e  
a t  a  h e f ty  21.9 p e rc e n t in te r ­
e s t r a te .



TESTIMONY BEFORE SENATE LABOR & C O M M E R C E  C O M M I T E E

Mr. Chairman, m y  name is Wes C o yner and I am r e p r e s e n t i n g  
the Alaska Bankers A s sociation who support p a s s a g e  of SB87.
This bill is, in fact more of a cons umer bill than a b a n k i n g  
bill.

What this bill will do is p r o v i d e  a single legal m a x i m u m  
interest rate on the outstan ding balances on credit cards.

Under current A la ska law we have a two tier i n t e r e s t  
rate structure w h i c h  is outdated, and a relic of the days 
of high interest rates and high inflation.

We now have a m a x i m u m  rate of 18% on the first $1,000 
owed on local bank cards and a lower rate on b a l an ces over 
$1,000 that floats at five p o ints above the federal d i s c o u n t  
rate. The d i s cou nt rate has fallen recen t l y  and this lower 
rate on balances over $1,000 is now 10.5%. That is the 
p r o b l e m  - 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 a p p r o x i m a t e l y  
150,000 A laskans who have V I S A  and M A S T E R C H A R G E  cards issued 
by A l a s k a  banks, are not getting the full benefits of f a lling 
interes t rates in todays market.

In addition, current statute p l a c e s  Alaska banks, who 
offer credit cards, at a com petetive d i s a d v a n t a g e  w i t h  out 
of state banks w h o  have captured a p p r o x i m a t e l y  half of the 
Alaska credit card market. Ironically, m ost of those banks 
charge a higher interest rate than local banks.

Further, existing law d iscourages A laska banks from 
issuing new cards, w h i c h  in turn effects the n u m b e r  of 
pe o p l e  employed in their card operations and forces m a n y  
Alaskan s to use out of state cards at higher rates than A l a s k a  
law allows. State laws do not ap ply to o u t - o f - s t a t e  banks and 
credit unions who issue cards under m o r e  liberal laws of their 
home states, in the case of banks, and federal re gula t i o n s  for 
credit unions. Thirteen states have no limit and all but five 
states a llow rates that vary from 18% to 30%. However, the 
legal m a x i m u m  is not n eces sarily the rate charged.

As a side note, and as an example, A l a s k a n  N a t i o n a l  Bank of 
the North recentl y sold their credit card operation s to Seattle 
First National Bank. They reduced e mployme nt in that d e p a r t m e n t  
by 10-14 employees and now Seattle First will be o f f e r i n g  A laska 
customers a card from Seattle at a 15% single rate not reg ulated 
b y  Alaska law but by Washingto n stace.



Existing law allows our competit ors from out of state 
to do things that we cannot do, and the law in its p r e s e n t  
form is not beneficial to lower income consumers.

We have a situation in which m o s t  of A l a s k a - i s s u e d  card 
owners (approximately 2/3), who  carry r e l a t i v e l y  low balances, 
wind up p a y i n g  the m a x i m u m  18%, w hile a m i n o r i t y  of the more 
affluent, w h o  q u alify for the p r e m i u m  bank cards w i t h  larger 
credit lines, can carry large balances and p a y  10.5% on some 
of it. Consequently, to make up for lower earnings on this 
money, banks m u s t  p u s h  the rate to the m a x i u m u  18% on the lower 
balances. This has the e ffect of the m o r e  a f f l u e n t  using the 
cards as a source of cheap consumer credit and b e i n g  subsidized 
by the average con sumer w h o  carrys a smaller credit balance.

Our current structure has created inequities for banks 
doing business in Alaska, who w a n t  to p r o v i d e  jobs, and for 
the small or average consumer who desires  a lesser i n t erest 
r a t e .

Passage of SB87 w o u l d  c o rre ct those inequities.

Banks would be able to compete on even terms w i t h  out 
of state banks b y  p r o v i d i n g  more cards to Ala sk a n s  s e eking  
them, thereby ex panding their card base, w h i c h  in turn can 
lead to expanded operat i o n s  and employment.

Most consumers would b e n efit by h a v i n g  one rate to 
consider rather than the co nfusing two tier s ystem that 
now pe nalizes the lower b a lance user.

For those w h o  are co ncerned about a m a x i m u m  rate of 18% 
as set forth'in SB87, A lask a banks are p r e s e n t l y  p e r c i e v e d  
to be an 18% card, w h e n  t ruely  they are not. We cannot 
survive with  an image of h a v i n g  an 18% card when our 
competitors are o f f e r i n g  cards at far less.

in this regard, one of the two r e m a i n i n g  A laska banks 
offering credit cards will commit, in todays market, to a 
single or blended rate of 16.5%, or less, w i t h  p a s s a g e  of 
S B 8 7 . Thus, immediately r e d u cing the 18% rate c u r r e n t l y  being 
p a i d  by the a p p r o x i m a t e l y  two thirds of holders of A laska 
issued cards. C o m p e t i t i o n  will c e r t a i n l y  d i c t a t e  that the 
other bank review the m a r k e t  to p r o t e c t  their interest.

Our current, out of step law, no longer p r o t e c t s  or 
benefits the average consumer, w h o  it was desi gned to p r o t e c t  
and has put Alaska banks into a d i s a d v a n t a g e d  p o s i t i o n  agains t 
out of state card issuers.
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SB87 wil l correct these p r o b l e m s  and benefit both the 
consumer and the banks d oing business in A laska and c r e a t i n g  
employment.

The earlier this suggested ch ange can be implemented, 
the sooner banks can compete by the same basic g r ound rules 
as out of state competitors and the sooner the c o n s u m e r  can 
take ad vantage of the lower in terest rate at least one bank 
will commit to today and the ot her bank will r e v i e w  based 
on m a r k e t  conditions.
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C o n s u m e r  f u  I l e a g u e s

J a n u a r y  26j 1 9 8 7  .

1 a m  p l e a s e d  to s h a r e  w i t h  y o u  t h e  r e s u l t s  o f  a m a j o r  piec*' o f  

r e s e a r c h  t h a t  I h o p e  w i l l  b e  o f  r e a l  v a l u e  in t h e  g r o w i n g  c o n s u m e r  e f f o r t  

to b r i n g  d o w n  t h e  e x c e s s i v e  i n t e r e s t  r a t e s  b e i n g  c h a r g e d  on m a n y  b a n k

c r e d i t  c a r d s .

As y o u  m a y  k n o w ,  t h e  I n t e r n a t i o n a l  C o n s u m e r  R e s e a r c h  I n s t i t u t e

r e c e n t l y  s e n t  a q u e s t i o n a i r e  a c r o s s  t h e  c o u n t r y  to f i n d  o u t  w h a t  p e o p l e  w h o  

c a r e  a b o u t  c o n s u m e r s  t h i n k  o f  c r e d i t  c a r d  i n t e r e s t  r a t e s .  W e l l ,  it w a s  

a l m o s t  u n a n i m o u s  -- 95 p e r c e n t  o f  t h o s e  w h o  r e s p o n d e d  s a i d  r a t . e s - a re t oo 

hi g h .

W h a t  w o u l d  b e  a f a i r  r a t e  ? T h e  o v e r w h e l m i n g  m a j o r i t y  s/aid 12 perceiyi 

or  less.  T h a i ’s f u l l y  s i x  p e r c e n t  b e l o w  t h e  n a t i o n a l  a v e r a g e  for bpYih

c r e d i  t c a r d s .

W e  t h o u g h t  it w a s  i m p o r t a n t  to g e t  t h i s  i n f o r m a t i o n  o u t  to the m e d i a  

r i g h t  a w a y .  W e  a l s o  t h o u g h t  it w a s  i m p o r t a n t  to get to t h e  m e d i a  the " r e a l

n u m b e r s "  on w h o  is c h a r g i n g  w h a t .  S o  w e  c o n t a c t e d  o n e  o f  t h e  c o m p a n i e s

th a t  s u r v e y  b a n k s .

W e  n o w  have, t w o  s o l i d  p i e c e s  o f  i n f o r m a t i o n  f o r  t h e  m e d i a .  W e  h a v e  o u r  

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

in s a y i n g  r a t e s  a r e  e x c e s s i v e l y  h i g h ,  a n d  " r a t e  d a t a "  f o r  i n d i v i d u a l  

b a n k s .

T h e  I C R I  h a s  p u t  t h i s  i n f o r m a t i o n  t o g e t h e r  in a n e w s  r e l e a s e  a n d

m a i l e d  it to t h e  m e d i a .  E n c l o s e d  is a c o p y  o f  w h a t  w e  s e n t .

I f  y o u  a r e  p l a n n i n g  t o  b e  in c o n t a c t  w i t h  m e d i a  in y o u r  a r e a  as pa r t  

o f  t he n a t i o n a l  e f f o r t  a n n o u n c e d  e a r l i e r  t h i s  m o n t h ,  p l e a s e  u r g e  t h o s e  

j o u r n a l i s t s  to p u b l i s h  t h e  i n f o r m a t i o n  t h a t  c o n s u m e r s  r e a l l y  n e e d  on h a n k  

c a r d  r a t e s .

A n d  i f  o u r  o r g a n i z a t i o n  c a n  b e  o f  a n y v x i s s i s t a n c e  to y o u  i n  y o u r  o w n  

e f f o r t s  to m o u n t  t h e  f i g h t  a g a i n s t  h i g h  c r e d i t  c a r d  i n t e r e s t V a t e s , w r i t e  

or c a l l  me h e r e  in M i l w a u k e e .  W e  h a v e  a c c e s s  to a n d  c a n  a l s o

s h a r e  w i t h  y o u  a c o p y  o f  a s t u d y  d o n e  'Wvic;tJi__the— U n T v e c js-i-b-y^of W i s c o n s i n

C e n t e r  f o r  C o n s u m e r  A f f a i r s  t h a t  s h o w s  h o w  im p o r t  a n t  it is to g et a s t r o n g  

e d u c a t i o n a l  e f f o r t  g o i n g .

W h e n  y o u  r e a l i z e  t h a t  t o d a y  t h e r e  a r e  b a n k s  c h a r g i n g  as m u c h  as 22 

p e r c e n t  i n t e r e s t  on c o n s u m e r  c r e d i t  c a r d s ,  w h i l e  t h e i r  " b e s t  c u s t o m e r s "  g^f 

l o a n s  at a p r i m e  r a t e  o f  7 . 5  p e r c e n t ,  y o u  also, r e a l i z e  h o w  i m p o r t a n t  il is 

to g e t  t h i s  i n f o r m a t i o n  o u t . . . a n d  g e t  it o u t  q u i c k l y .
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MI LWAUKEE,  W I . ,  J a n u a r y  2 9 ,  1 9 8 7  - -  A m e r i c a ’ s  c o n s u m e r  

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

c a r d  i n t e r e s t  r a t e s  a r e  t o o  h i g h ,  w i t h  t h e  o v e r w h e l m i n g  

m a j o r i t y  s a y i n g  t h a t  a n  a n n u a l  r a t e  o f  n o  m o r e  t h a n  1 2  

p e r c e n t  i s  " a b o u t  r i g h t " ,  a c c o r d i n g  t o  a  s u r v e y  r e l e a s e d  

h e r e  t o d a y .

T h e  s u r v e y ,  c o n d u c t e d  b y  t h e  I n t e r n a t i o n a l  C o n s u m e r  R e s e a r c h  

I n s t i t u t e  ( I C R I ) ,  f o u n d  t h a t  9 5  p e r c e n t  o f  t h e  r e s p o n d e n t s  

b e l i e v e  b a n k s  a r e  c h a r g i n g  e x c e s s i v e  i n t e r e s t  r a t e s  o n  

c r e d i t  c a r d s .  Wh e n  a s k e d  w h a t  r a t e  t h e y  b e l i e v e d  w a s  " a b o u t  

r i g h t " ,  8 2  p e r c e n t  s a i d  1 2  p e r c e n t  o r  l e s s .

" A t  a  t i m e  w h e n  t h e  p r i m e  r a t e  h a s  f a l l e n  t o  7 . 5  p e r c e n t  a n d  

l o t s  o f  c a r  l o a n s  a r e  e v e n  l o w e r ,  i t ’ s  u n b e l i e v a b l e  t h a t  t h e  

n a t i o n a l  a v e r a g e  f o r  b a n k  c a r d s  i s  s t i l l  m o r e  t h a n  1 8  

p e r c e n t , "  J o  D e M a r s ,  e x e c u t i v e  d i r e c t o r  o f  t h e  I C R I ,  s a i d .

D e M a r s  n o t e d  t h a t  d e s p i t e  t h e  d r a m a t i c  d r o p  i n  g e n e r a l  

i n t e r e s t  r a t e s  o v e r  t h e  l a s t  f i v e  y e a r s ,  c r e d i t  c a r d  

i n t e r e s t  r a t e s  h a v e  a c t u a l l y  r i s e n .  I n  1 9 8 0 ,  w h e n  t h e  p r i m e  

r a t e  s t o o d  a t  1 8 . 3 9  p e r c e n t ,  t h e  a v e r a g e  c r e d i t  c a r d



C O N S U M E R  L E AD E R  S U R V E Y

P A G E  TWO

r a t e  s t o o d  a t  1 7 . 3 1  p e r c e n t .  T o d a y ,  t h e  p r i m e  r a t e  i s  d o w n  

m o r e  t h a n  10 p e r c e n t a g e  p o i n t s ,  b u t  c r e d i t  c a r d  r a t e s  h a v e  

g o n e  u p .  T h e  n a t i o n a l  a v e r a g e  i s  o v e r  1 8  p e r c e n t ,  a n d  s o m e  

b a n k s  c h a r g e  i n  e x c e s s  o f  2 2  p e r c e n t  a n n u a l l y .

T h e  n a t i o n w i d e  s u r v e y  o f  c o n s u m e r  l e a d e r s  w a s  u n d e r t a k e n  

b e t w e e n  J a n u a r y  5 t h  a n d  2 3 r d ,  a n d  r e s u l t s  a r e  b e i n g  r e l e a s e d  

t o  c o i n c i d e  w i t h  t h e  e f f o r t s  o f  a c o a l i t i o n  o f  s i x  n a t i o n a l  

c o n s u m e r  o r g a n i z a t i o n s  w h o  a r e  u r g i n g  A m e r i c a n s  t o  f i g h t  

h i g h  c r e d i t  c a r d  i n t e r e s t  r a t e s  ( s e e  a t t a c h e d  Wall Street 

Journal s t o r y ) .

T h e s e  c o n s u m e r  o r g a n i z a t i o n s  a r e  a d v o c a t i n g  a  n a t i o n a l  

i n f o r m a t i o n  a n d  a c t i o n  c a m p a i g n  t o  c o n v i n c e  c o n s u m e r s  t o  

s w i t c h  t o  l o w e r  i n t e r e s t  c a r d s .  A s u r v e y  c o n d u c t e d  a y e a r  

a g o  f o u n d  t h a t  c o n s u m e r  l e a d e r s  b e l i e v e  A m e r i c a n s  d o  n o t  

h a v e  t h e  k i n d  o f  c o m p a r a t i v e  i n f o r m a t i o n  t h e y  n e e d  t o  m a k e  

i n f o r m e d  d e c i s i o n s  a b o u t  w h i c h  c a r d s  a r e  t h e  b e s t  v a l u e .

As  a  c o n s u m e r  i s s u e s  o r g a n i z a t i o n ,  t h e  I n t e r n a t i o n a l  

C o n s u m e r  R e s e a r c h  I n s t i t u t e  h a s  b e e n  w o r k i n g  w i t h  s t a t e  a n d  

n a t i o n a l  c o n s u m e r  g r o u p s ,  a 3  w e l l  a s  Bank Credit Card 

Observer, a l e a d i n g  i n d u s t r y  n e w s l e t t e r ,  t o  d i s s e m i n a t e  

i n f o r m a t i o n  o n  - c r e d i t  c a r d  i n t e r e s t  r a t e s  a n d  t e r m s .



C O N S U ME R  L E A D E R  S U R V E Y

P A G E  THRE E .

I C R I  b e l i e v e s  t h a t  f o r e w a r n e d  i s  f o r e a r m e d  —  a n d  o n l y  t h e  

i n f o r m e d  c o n s u m e r  i s  f o r e w a r n e d .  E n c l o s e d  w i t h  t h i s  

r e l e a s e ,  i s  a  t a b l e  s h o w i n g  t h e  w i d e  r a n g e  o f  r a t e s  a n d  

t e r m s  a v a i l a b l e  t o  u s e r s  o f  b a n k  c r e d i t  c a r d s .  A l l  o f  t h e  

c a r d s  l i s t e d  i n  t h e  t a b l e  a r e  a v a i l a b l e  n a t i o n a l l y .  B a n k s  

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

W i t h  t h e  a v e r a g e  b a n k  c a r d  i n t e r e s t  r a t e  f o r  J a n u a r y  i n  t h e  

n a t i o n  i n  e x c e s s  o f  1 8 . 0 0  p e r c e n t ,  r e f l e c t i n g  a  s p r e a d  o f  

1 0 . 5 0  t o  2 2 . 2 0  p e r c e n t ,  A m e r i c a n  c o n s u m e r s  h a v e  r e a l  c r e d i t  

c a r d  o p t i o n s ,  b u t  o n l y  i f  t h e y  k n o w  w h a t  t h e s e  o p t i o n s  a r e .

# # #



J o u r n a l  t o  L i s t  R a t e s  

O n  B a n k  C r e d i t  C a r d s  

I n  T a b l e  E a c h  M o n t h

f llia W a ll S t r e e t  Jou rna lS Io //R eporte r
N E W  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 
Iseltn. N.J.. will list banks with the lowest 
rates on credit cards such as Visa and 
MasterCard among about 200 banks sur­
veyed. All of the banks listed make their 
cards available to 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 isn't charged.

The table also will list bank credit cards 
available nationwide that charge no annual 
fee. Such cards may be of interest to 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 to encourage consumers to 
switch away from high-interest cards. And 
the treasurer-elect of Illinois has criticized 
First National Bank of Chicago for the 
19.8%  rate ft charges-a rate typical 
among large banks with major market 
shares in the credit-card business.

B a n k  C r e d i t  C a r d  

I n t e r e s t  R a t e s
J.nujrv IflfBints Wim low inttrrst run  offering bin. creOH ctrO! n.florully. Rtm ifwwn trt ter revjttr. no) ore mlum. c« rO! *nd tcolv tw« monm unmi foofmfeO.Inf. AnnuK G/k .Bank Rate Fee OertUnion Mill. Link Rock. AR vlO S0% 120 00 00Simmon* 1st Nall. Pine Bluff, AR vlO 50 22 30 25Twin Cltv.N. Little Rock vIOSO 22.50 25Union Trust. Stamford. Conn. 11 75 20 00 30Republic Natl of Miami via oo 72 00 XSoclerv Natl. Cleveland la os 20 00 XUtd. Bkl.Tr. Hartford. Conn. IS 00 20 CD XCcrmBklTr. Hartford IS 00 25.00 25Pftiia SavFdSoc. Horsham. Pa vlS.aj 1100 25Idaho lit Natl. Boise vIS SI IK 00 XBk of New Eng, Boifon 15.72 7100 25Meridian. Reading. Pa. is.n 15 00 25snawTTK/i Bk na. Baton IS 14 24 00 XFlritFiorida. Tampa 16 00 74 00 XZkrn l*t Natl. Salt LakcClfr via.so 20 00 7$State 5tBkATr. Boston 16.50 25 00 71Fkef Natl. Providence. Rl 16.70 20 00 XNorjtar NY. Albany, NY 1410 1500 26Dollar Dry Dock. New York 16 10 20 00 30Mitsui Mfoers. Lo» Angel cl Via 05 20 00 XBank of New York via 9i 11 00 XProvident Natl. Philadelphia 16.99 1100 25lUAmer Natl. Nasbvilie 17 00 15 00 25Plttiburoh National 17.00 11 00 25Raoubllc Nat Kouifon 17.25 20 00 25Bank* without any annual lit offering credit card*nationally.MercantlltTr. St.loul* 19 S3 25Cenferrt Tr. SI. Louii 72 00 DU

* V«rl*t)l* f*f«. oolnfeceit ctiirord from of polling, ou-lntefni cn.rgeo from u lt  ofourcniw. 
Source: DM Credit CjrOOtrtervtr. Helm. N.J.
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O n  B a n k s  t o  L o w e r  C r e d i t  C a r d  R a t e s

  &
By Jo h n  R. Dorfman

S t a f f  R e p o r t e r  o f  T i i e  W a u l  S t r e e t  J o u r n a l

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 to “fight 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 Berliner, assis­
tant director of Consumers Union, based in 
Mount Vernon, N.Y. He charged that most 
banks have failed to lower their rates on 
credit cards even though the cost of funds 
is down dramatically.

"If bankers ran gas stations, we'd still 
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
tion 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 coalition are many state and lo­
cal consumer groups.

Six B anks C riticized
For special criticism, 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. 19.8t7<:; New York-based 
Chase Manhattan Bank, currently 19.8% 
but dropping to 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 list of 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 in Lit­
tle Rock. Simmons First National Bank in 
Pine Bluff, and Twin City Bank in North 
Little Rock. All three were charging 10.5%, 
in keeping with an Arkansas law that lim­
its credit card interest rates to five per­
centage points above the Federal Re­
serve's discount rate. Republic National 
Bank in Miami was charging 14%. and So­
ciety National Bank in Cleveland was 
charging 14.05%.

Representative? for the six criticized 
•     —

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, colli- 
s on insurance on rental cars and waiver of 
the annual fee when charges exceed a 
threshold amount.

Such enhancements didn'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 travel."

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 
needs."

A Manufacturers Hanover spokesman 
said. "We were the first of the major 
banks to drop our rates, from 19.8% to 
17.8% in 1985.” That step was taken to 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 1985. he said.

‘V alue an d  C hoice’
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 believes 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 California, and competitive with 
savings and loans “ at offer an equal 
grace, or interest-free, period."

In a related development, the treasurer- 
elect of Illinois. Jerome Cosentino. re­
cently threatened to withdraw state busi­
ness from First National Bank of Chicago, 
a unit 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 Beneficial 
Corp. Delaware doesn't regulate interest ! 
rates or annual fees on credit cards.



CONSUMER BANK CARD CHOICES
RATE BANK FEE TERMS

A re p re se n ta tiv e  list o f  banks o ffe r in g  c re d it  c a rd s  n a tio n a lly  show s the  w id e  range 0 1  ra te s  an d  te rm s c u r re n tly  

av a ilab le . C o n su m e rs  a re  u rg ed  to  co m p ariso n  sh o p  fo r c re d it  cards.

1050% U N IO N  N A T IO N A L  

(A R )

S20 N o G ra c e  P eriod

11.75% U N IO N  T R U S T  

(C T )

520 30 days on  new  

pu rch ases

14.00% C H E V Y  C H A S E  

S A V IN G S  (M D )

518 30 d ay s o n  new  

p u rch ases

14 05% S O C IE T Y  N A T IO N A L  

(O H )

520 31 days o n  new 

p u rch ases

15.58% ID A H O  1ST N A T IO N A L  

(ID )

518 30 days on  new  

p u rch ase

19.S0% C IT IB A N K

(S.D.)

520 30 days o n  new  

p u rch ase s

19S0% M E R C A N T IL E  T R U S T  

(M O )

50 25 days on  new  

p u rch ase s

19S0% B A N K  O F  A M E R IC A  

(C A )

518 25 days on  new 

pu rch ases

20.40% S E C U R IT Y  P A C IF IC  

(C A )

515 25 days on  new  

p u rch ases

21.60% B A N K  O N E  

(O H )

530 30 days on  new  

o u rch ases

22.20% V A L L E Y  B A N K  

(N V )

515 28 days on  new  

pu rch ase s

K ates arc  su b jec t to  ch an g e . T h is  in fo rm a tio n  d o es  not g u a ra n te e  r a te s  o r te rm s. 

S O U R C E  Bank C re d it  C a rd  O lise rv er. Ise lm , N J .
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Original sponsor: Labor & Commerce
Committee

BY THE LABOR AND
1 IN THE SENATE COMMERCE COMMITTEE

2 CS FOR SENATE BILL NO. 87 (L&C)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the credit card interest rate

7 that may be charged by certain financial institu-

8 tions."

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

10 * Section 1. AS 06.05.209(b) is amended to read:

11 (b) A bank may issue a credit card or other similar credit-

12 granting device to a customer for obtaining money, goods, services or

•
13 anything else of value and the bank, when credit is extended under

14 this section, may impose a service charge at a monthly rate that

15 resu l ts in an annual rate not in excess of 17 percent on the out-

16 standing balance [THE LIMITS FOR SERVICE CHARGES PROVIDED IN AS 45.-

17 10.120(c)], However, in addition, when cash is advanced under this

18 section, the bank may impose a setup charge that [WHICH] does not

19 exceed three percent of the funds advanced, or $12, whichever is less,

20 except that on loans of under $100 a minimum not exceeding $3 may be

21 charged.

SB0087B -1 - CSSB 8 7 (L&C)
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BY THE LABOR AND
1 IN THE SENATE COMMERCE COMMITTEE

2 SENATE BILL NO. 87

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A FIFTEENTH LEGISLATURE - FIRST SLSSION

5 A BILL

6 For an Act entitled: "An Act relating to the credit card interest rate

7 that may be charged by certain financial institu-

8 tions.”

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

10 * Section 1. AS 06.05.209(b) is amended to read:

11 (b) A bank may issue a credit card or other similar credit-

12 granting device to a customer for obtaining money, goods, services or

13 anything else of value and the bank, when credit is extended under

1A this section, may impose a service charge not in excess of one and

15 one-half percent a month on the outstanding balance [THE LIMITS FOR

16 SERVICE CHARGES PROVIDED IN AS A 5 .10.120(c)]. However, in addition,

17 when cash is advanced under this section, the bank may impose a setup

18 charge that [WHICH] does not exceed three percent of the funds ad-

19 vance I, or $12, whichever is less, except that on loans of under $100

20 a minimum not exceeding $3 may be charged.

©
SB0087a - 1 - SB 8 7
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R e f e r r e d :  L a b o r  and Commerce

and F i n a n c e

BY THE LABOR AND
1 IN THE SENATE COMMERCE COMMITTEE

2 SENATE BILL NO. 88

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to increases or surcharges to auto-

7 mobile insurance premiums."

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

9 * Section 1. AS 21.36.420(d) is amended to read:

10 (d) An insurer that increases the premium or adds a surcharge to

11 an automobile insurance policy shall give written notice of the in-

12 crease or surcharge at least 15 days before it takes effect, stating

13 the reason for the change and the right of appeal under AS 21.39.090.

14 This subsection does not apply to a

15 (1) premium increase resulting from a change requested by

16 an insured, if the insured is notified at the time the request is made

17 that the amount of the insured's premium will change as a result of

18 the requested policy change; or

19 (2) rate approved by the director if the insurer Rives

20 written notice of a premium increase to the insured at least 15 days

21 before the renewal date of the affected policy.

*
Sd0088a -1 - SB 88
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S e n a t o r  D o n  B e n n e t t  

S e n a t o r  J o h n e  B i n k l e y  

A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  ( M S  3 1 0 0 )

J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  S e n a t e  B i l l  88

D e a r  S e n a t o r s :

I a m  w r i t i n g  t o  y o u  o n  b e h a l f  o f  S t a t e  F a r m  I n s u r a n c e

C o m p a n y  a n d  A l l s t a t e  I n s u r a n c e  C o m p a n y  r e g a r d i n g  S e n a t e  B i l l  

8 8 ,  w h i c h  w a s  i n t r o d u c e d  a n d  p a s s e d  b y  t h e  H o u s e  d u r i n g  t h e  

l a s t  l e g i s l a t i v e  s e s s i o n  as H o u s e  B i l l  4 7 6  b u t  r e m a i n e d  i n  t h e  
S e n a t e  R u l e s  C o m m i t t e e  w h e n  t h e  s e s s i o n  e n d e d .  T h i s  b i l l  h a s  

b e e n  i n t r o d u c e d  b y  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

t h i s  s e s s i o n  a n d  u n a n i m o u s l y  p a s s e d  t h a t  c o m m i t t e e  o n  F e b r u a r y  
9, 1 9 8 7  a n d  h a s  n o w  b e e n  r e f e r r e d  t o  S e n a t e  F i n a n c e .

S e n a t e  B i l l  8 8  d e a l s  w i t h  p r e m i u m  i n c r e a s e s  i n
a u t o m o b i l e  i n s u r a n c e  p o l i c i e s ,  a n d  w a s  i n t r o d u c e d  a t  o u r  

r e q u e s t  t o  c o r r e c t  a n  a m b i g u i t y  i n  A S  2 1 . 3 6 . 4 2 0 ,  w h i c h  w a s  

a d d e d  b y  t h e  l e g i s l a t u r e  i n  1 9 8 4  v i a  H o u s e  B i l l  16. W e  

e n c l o s e  h e r e w i t h  a c o p y  o f  A S  2 1 . 3 6 . 4 2 0  f o r  y o u r  i n f o r m a t i o n  

a s  w e l l  as a c o p y  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  
D e v e l o p m e n t ' s  1 9 8 6  P o s i t i o n  P a p e r  f a v o r i n g  t h e  l e g i s l a t i o n .

T h e  a m b i g u i t y  S e n a t e  B i l l  88 w a s  d e s i g n e d  t o  c o r r e c t  
is c o n t a i n e d  i n  s u b s e c t i o n  (d) of A S  2 1 . 3 6 . 4 2 0 :

A n  i n s u r e r  t h a t  i n c r e a s e s  t h e  p r e m i u m  o r  a d d s  

a s u r c h a r g e  t o  a n  a u t o m o b i l e  i n s u r a n c e  p o l i c y  

s h a l l  g i v e  w r i t t e n  n o t i c e  o f  t h e  i n c r e a s e  o r  

s u r c h a r g e  a t  l e a s f  15 d a y s  b e f o r e  i t  t a k e s

h ttzzh w .'tid ' / \ $ / n  I  S']
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e f f e c t ,  s t a t i n g  t h e  r e a s o n  f o r  t h e  c h a n g e  a n d

t h e  r i g h t  o f  a p p e a l  u n d e r  A S  2 1 . 3 9 . 0 9 0 .

I f  t h i s  s u b s e c t i o n  is r e a d  l i t e r a l l y ,  i t  c o u l d  b e

i n t e r p r e t e d  t o  r e q u i r e  a n  i n s u r e r  t o  s e n d  a n  i n s u r e d  a s t a t e ­

m e n t  o f  r e a s o n s  f o r  c h a n g e  i n  p r e m i u m  a n d  a s t a t e m e n t  o f  t h e  

n o t i c e  o f  r i g h t  t o  a p p e a l  e v e r y  t i m e  a p r e m i u m  is i n c r e a s e d ,  

r e g a r d l e s s  o f  t h e  r e a s o n  f o r  t h e  p r e m i u m  i n c r e a s e .  S u c h  a 

r e q u i r e m e n t  w o u l d  s i g n i f i c a n t l y  a f f e c t  t h e  p r a c t i c a l  c o n s e ­

q u e n c e s  o f  t h e  w a y  w e  p r e s e n t l y  d o  b u s i n e s s .  F o r  e x a m p l e ,  

w h e n  a g e n e r a l  r a t e  i n c r e a s e  is a p p r o v e d  b y  t h e  D i v i s i o n  o f  

I n s u r a n c e ,  o u r  i n s u r e d s  r e c e i v e  a t  l e a s t  f i f t e e n  d a y s  n o t i c e  
o f  t h i s  i n c r e a s e ,  a n d  a b r i e f  e x p l a n a t i o n  o f  t h e  r e a s o n s  f o r  
t h e  i n c r e a s e .  T o  p r e s e n t  a n  i n s u r e d  w i t h  a s t a t e m e n t  t e l l i n g  

t h e m  t h a t  t h e y  h a v e  a s t a t u t o r y  r i g h t  t o  a p p e a l  a p r e m i u m  

i n c r e a s e  a l r e a d y  a p p r o v e d  b y  t h e  D i v i s i o n  o f  I n s u r a n c e  is

i l l u s o r y ,  b e c a u s e  t h e  D e p a r t m e n t  h a s  a l r e a d y  a p p r o v e d  t h e  

i n c r e a s e .  It i n  f a c t  w o u l d  b e  i l l e g a l  f o r  u s  t o  c h a r g e  

a n y t h i n g  b u t  t h e  a p p r o v e d  r a t e .  T o  s u g g e s t  b y  m e a n s  o f  a

n o t i c e  t h a t  o u r  i n s u r e d  h a s  a r i g h t  o f  a p p e a l  n o t  o n l y  is 

m i s l e a d i n g ,  b u t  c o u l d  g e n e r a t e  w a s t e f u l  l i t i g a t i o n  a n d / o r  

a d m i n i s t r a t i v e  h e a r i n g s .

T h e  m o r e  p r a c t i c a l  p r o b l e m s  w e  f a c e  a r e  w h e r e  o u r
i n s u r e d  c a l l s  a n d  t e l l s  u s  t h a t  h e  h a s  e i t h e r  a d d e d  a y o u t h f u l  

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

l i t e r a l  d i c t a t e s  o f  t h e  p r e s e n t  s t a t u t e ,  w e  s i m p l y  w o u l d  n o t

b e  c o l e  t o  a c c e p t  c o v e r a g e  i n  e i t h e r  i n s t a n c e  u n t i l  a t  l e a s t  

f i f t e e n  d a y s  a f t e r  t h e  r e q u e s t  w a s  m a d e  i n  o r d e r  t o  a s s u r e

t h a t  o u r  i n s u r e d  h a s  b e e n  i n f o r m e d  o f  h i s  p r o p e r  s t a t u t o r y

r i g h t  o f  n o t i c e  a n d  a p p e a l .  T h e  s a m e  w o u l d  b e  t r u e  o f  w h e r e  
o u r  i n s u r e d  m o v e s  t o  a h i g h e r  r a t e d  a r e a .  W e  w o u l d  n o t  b e  

a b l e  t o  a c c e p t  c o v e r a g e  u n l e s s  o u r  i n s u r e d  is a b l e  t o  c o n t a c t  
u s  e a r l y  e n o u g h  s o  w e  c a n  p r o v i d e  t h e  f i f t e e n  d a y  n o t i c e  o f  
i n c r e a s e  a n d  r i g h t  o f  a p p e a l .  W e  d o  n o t  b e l i e v e  t h a t  a n y o n e  

i n t e n d e d  A S  2 1 . 3 6 . 4 2 0  t o  h a v e  t h i s  e f f e c t ,  a n d  w e  b e l i e v e  

S e n a t e  B i l l  88 w o u l d  c o r r e c t  t h i s  a m b i g u i t y  a n d  t h u s  u r g e  i t s  
p a s s a g e .

I t  h a s  b e e n  s u g g e s t e d  t h a t  S e n a t e  B i l l  88 b e  a m e n d e d  

i n  s u b s e c t i o n  (1) t o  r e q u i r e  t h a t  t h e  i n s u r e d  b e  n o t i f i e d  t h a t  

n o t  o n l y  w i l l  h i s  p r e m i u m  i n c r e a s e  a s  a r e s u l t  o f  t h e  a d d e d  

c o v e r a g e  h e  is r e q u e s t i n g ,  b u t  t h a t  h e  a l s o  b e  t o l d  t h e  

p r e c i s e  a m o u n t  o f  t h e  i n c r e a s e .  T h i s  w o u l d  p r e s e n t  s o m e

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

h o l d e r s .  F r e q u e n t l y ,  i n c r e a s e s  i n s t i t u t e d  a t  t h e  r e q u e s t  o f  

i n s u r e d s  r e s u l t  f r o m  w e e k e n d  o r  e v e n i n g  c a l l s  f r o m  t h e  i n s u r e d  

to  a n  a g e n t  a t  h i s  h o m e .  I n  t h o s e  s i t u a t i o n s  t h e  a g e n t  is 

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

t h e  p r e m i u m  w i l l  i n c r e a s e ,  h e  c a n n o t  t e l l  h i m  w i t h  c e r t a i n t y  

t h e  p r e c i s e  a m o u n t  o f  t h e  i n c r e a s e .  T h e  i n s u r e d  n e e d s  

i m m e d i a t e  c o v e r a g e  k n o w i n g  it w i l l  c o s t  h i m  m o r e  b u t  i f  t h e  

a g e n t  is u n a b l e  t o  g i v e  h i m  t h e  e x a c t  a m o u n t  o f  t h e  i n c r e a s e ,  

h e  w i l l  b e  p r e c l u d e d  f r o m  b i n d i n g  c o v e r a g e  t o  t h e  d i s a d v a n t a g e  

o f  t h e  i n s u r e d .  E v e n  w h e n  a g e n t s  r e c e i v e  t h e s e  c a l l s  d u r i n g  

b u s i n e s s  h o u r s  t h e  i n s u r e d  f r e q u e n t l y  d o e s  n o t  h a v e  a l l  t h e  

i n f o r m a t i o n  t h a t  w o u l d  e n a b l e  t h e  a g e n t  t o  m a k e  a p r e c i s e  

c a l c u l a t i o n  o f  t h e  i n c r e a s e ,  y e t  t h e  a g e n t  c a n  b i n d  c o v e r a g e  

a t  t h i s  p o i n t  w i t h o u t  a l l  o f  t h e  d e t a i l s .  I t  i s  i n e v i t a b l e  

t h a t  m a n y  m i s q u o t e s  w o u l d  b e  m a d e  a s  a r e s u l t  o f  t h i s  

p r o c e d u r e .  T o  a s s u r e  t h e  i n s u r e d  i s  a c c u r a t e l y  i n f o r m e d  o f  
t h e  a m o u n t  o f  t h e  i n c r e a s e ,  t h e  m a t t e r  n e e d s  t o  b e  p r o p e r l y  

p r o c e s s e d  t h r o u g h  t h e  a c t u a r i a l  a n d  b i l l i n g  d e p a r t m e n t s .  W e  

b e l i e v e  a n  a m e n d m e n t  o f  t h i s  n a t u r e  w o u l d  n o t  b e  i n  t h e  

o v e r a l l  b e s t  i n t e r e s t s  o f  o u r  p o l i c y h o l d e r s  a n d  w o u l d  c r e a t e  a 

m y r i a d  o f  u n r e s o l v a b l e  p r o b l e m s .

T h e  p r e s e n t  v e r s i o n  o f  S e n a t e  B i l l  8 8  r e q u i r e s  

w r i t t e n  n o t i c e  o f  t h e  i n c r e a s e  s t a t i n g  t h e  r e a s o n  f o r  t h e  

c h a n g e  a n d  t h e  r i g h t  o f  a p p e a l  i n  a l l  i n s t a n c e s  e x c e p t  t o :

(1) a p r e m i u m  i n c r e a s e  r e s u l t i n g  f r o m  a c h a n g e  r e q u e s t e d  b y  a n  

i n s u r e d  i f  t h e  i n s u r e d  i s  n o t i f i e d  a t  t h e  t i m e  o f  t h e  r e q u e s t  
t h a t  h i s  o r  h e r  p r e m i u m  w i l l  c h a n g e ,  o r  (2) a r a t e  i n c r e a s e  

a p p r o v e d  b y  t h e  D i r e c t o r  i f  t h e  i n s u r e r  g i v e s  w r i t t e n  n o t i c e  
t o  t h e  i n s u r e d  o f  t h e  r a t e  i n c r e a s e  a t  l e a s t  f i f t e e n  d a y s  

b e f o r e  t h e  e x p i r a t i o n  d a t e  o f  t h e  a f f e c t e d  p o l i c y ,  w h i c h  is 

w h e n  t h e  i n c r e a s e  w o u l d  o f  c o u r s e  t a k e  e f f e c t .  W e  d o  n o t  

b e l i e v e  t h e s e  c h a n g e s  w o u l d  a f f e c t  i n  a n y  w a y  t h e  o r i g i n a l  

i n t e n t  w h i c h  p r o m p t e d  t h e  e n a c t m e n t  o f  A S  2 1 . 3 6 . 4 2 0 .  O n  t h e  
c o n t r a r y ,  S B  8 8  w o u l d  c o r r e c t  a n e g a t i v e  e f f e c t  n o t  i n t e n d e d  
b y  t h e  o r i g i n a l  l e g i s l a t i o n .

W e  d o  h o p e  t h i s  a m b i g u i t y  c a n  b e  c o r r e c t e d  t h i s  
s e s s i o n  a n d  k i n d l y  r e q u e s t  t h e  b i l l  b e  c a l e n d a r e d  f o r  h e a r i n g  

b e f o r e  t h e  F i n a n c e  C o m m i t t e e .  W e  w i l l  b e  h a p p y  t o  p r o v i d e  a n y  

a s s i s t a n c e  o r  f u r t h e r  i n f o r m a t i o n  y o u  m i g h t  d e s i r e .  T h a n k  y o u .

S i n c e r e l y ,

H U G H E S  T H O R S N E S S  G A N T Z
P O W E L L  &  B R U N D I N

D o n n a  P. W a l k e r
E n c l o s u r e

D P W / m h

1 4 3 5 A
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u n w a r r a n t e d  in ju ry .  P a p e r s ,  r e p o r ts ,  d o c u m e n ts ,  a n d  e v id e n c e  r e la t iv e  
to  a n  in v e s t ig a t io n  u n d e r  t h i s  s e c tio n  a r e  c o n l id e n t ia l  a n d  n o t  s u b je c t  
to  s u b p o e n a  u n le s s ,  a l t e r  n o t ic e  to  th e  d i r e c to r  a n d  a h e a r in g ,  a  c o u r t  
d e t e r m in e s  t h e  d i r e c to r  w o u ld  n o t h e  u n d u ly  h in d e re d  b y  p u b lic  in s p e c ­
t io n .

(b) A n  in v e s t ig a to r  o f  th e  d i r e c to r  is n o t  s u b je c t  to  s u b p o e n a  in  a  c iv il 
a c t io n  b y  a  c o u r t  o f  t h i s  s t a t e  to  te s t i f y  c o n c e r n in g  a m a t t e r  t h a t  th e  
in v e s t ig a to r  h a s  k n o w le d g e  o f  u n d e r  a  p e n d in g  in s u r a n c e  f r a u d  in v e s ­
t ig a t io n  by  t h e  d i r e c to r .  (8 149  S L A  1934)

S e c .  2 1 .3 6 .4 1 0 . O u t - o f - s t a l e  i n v e s t i g a t i o n s ,  (a) I f  m a te r i a l  th e  
d i r e c to r  s e e k s  to  o b ta in  is  lo c a te d  o u ts id e  th e  s t a t e ,  th e  m a te r ia l  m a y  
b e  m a d e  a v a i la b le  to  th e  d i r e c to r  to  e x a m in e  a l  th e  p la c e  w h e r e  th e  
m a te r i a l  is  lo c a te d . T h e  d i r e c to r  m a y  d e s ig n a t e  r e p r e s e n ta t iv e s ,  
in c lu d in g  o f f ic ia ls  o f  th e  s t a t e  in  w h ic h  th e  m a te r i a l  is  lo c a te d , to  
in s p e c t  th e  m a te r i a l  o n  b e h a l f  o f  th e  d i r e c to r .

(b) T h e  d i r e c to r  m a y  r e s p o n d  to  a  r e q u e s t  from  a n  o ffic ia l o f  a n o t h e r  
s t a t e  u n d e r  p ro c e d u re s  e s ta b l i s h e d  in  la )  o f  th i s  s e c t io n .  (8 10  c h  149 
S L A  19 8 4 )

S e c .  2 1 .3 6 .4 2 0 . P r e m i u m  i n c r e a s e s  o n  a u t o m o b i l e  i n s u r a n c e  
p o l i c i e s ,  (a) A n  in s u r e r  m a y  n o t in c r e a s e  th e  p r e m iu m  o n  a n  a u to m o ­
b i le  in s u r a n c e  p o lic y  u n le s s  th e  in c r e a s e  a p p l ie s  to  a l l  in s u r e d s  o f  th e  
s a m e  c la s s .

(b) A n  i n s u r e r  m a y  n o t in c r e a s e  t h e  p r e m iu m  o r  ad d  a  s u r c h a r g e  to  
a n  a u to m o b ile  in s u r a n c e  p o lic y  b e c a u s e  o f  t h e  is s u a n c e  o f  a  c i ta t io n  for 
a  m o v in g  t r a f f ic  v io la t io n  u n le s s  I ' m* in s u r e d  o r  a n o t h e r  p e r s o n  w ho  
re s id e s  in  th e  i n s u r e d ’s  h o u s e h o ld  a n d  is c o v e re d  b y  th e  po licy  h a s  b een  
c o n v ic te d  o f  t h e  v io la t io n .

(c) T h e  d i r e c to r  s h a l l  a d o p t  r e g u la t io n s  to  d e te r m in e  c i rc u m s ta n c e s  
u n d e r  w h ic h  a n  in s u r e r  m a y  in c r e a s e  th e  p r e m iu m  o r  a d d  a  s u r c h a r g e  
to  a n  a u to m o b i le  in s u r a n c e  p o licy .

(d) A n  in s u r e r  t h a t  in c r e a s e s  th e  p r e m iu m  o r  a d d s  a  s u r c h a r g e  to  a n  
a u to m o b i le  in s u r a n c e  p o lic y  s h a l l  g iv e  w r i t t e n  n o tic e  o f  t h e  in c re a s e  o r  
s u r c h a r g e  a t  l e a s t  15 d a y s  b e fo re  il  l a k e s  e f fe c t, s l a t i n g  th e  r e a s o n  for 
t h e  c h a n g e  a n d  th e  r i g h t  o f  a p p e a l  u n d e r  A S  2 l.39 .U 9U .

(e) In  t h i s  s e c t io n  " a u to m o b i le  in s u r a n c e  p o lic y "  m e a n s  a n  in s u r a n c e  
p o lic y  t h a t  p ro v id e s  a u to m o b i le  l ia b i l i ty  c o v e ra g e ,  u n in s u r e d  m o to r is t  
c o v e ra g e ,  a u to m o b i le  m e d ic a l  p a y m e n ts  c o v e ra g e ,  o r  a u to m o b ile  p h y s i­
c a l  d a m a g e  c o v e ra g e ,  d e l iv e r e d  o r  is s u e d  fo r  d e l iv e r y  in  th i s  s l a t e ,  
in s u r in g  a s  th e  n a m e d  in s u r e d  o n e  in d iv id u a l  o r  a  h u s b a n d  a n d  a  w ile  
r e s id in g  in  th e  s a m e  h o u s e h o ld ,  a n d  u n d e r  w h ic h  th e  in s u r e d  v e h ic le s  
a r e  o f  th e  fo llo w in g  ty p e s  o n ly :

(1 ) a  m o to r  v e h ic le  o f  th e  p r iv a t e  p a s s e n g e r  o r  s ta t io n  w a g o n  ty p e  
t h a t  is  n o t  u se d  a s  a p u b lic  o r  l iv e ry  c o n v e y a n c e , a n d  n o t r e n te d  to  
o th e r s ;  o r

I II



§ 21.39.010 ‘ . N K U R A N C E § 21.39.010

(2) a n y  o th e r  fo u r-w h e e l m o to r  v e h ic le  w i th  a  lo a d  c a p a c ity  o f  1,1500 
p o u n d s  o r  le ss  t h a t  is n o t  u se d  in  th e  o c c u p a t io n ,  p ro fe s s io n , o r  b u s in e s s  
o f  th e  in s u r e d ,  n o t  u s e d  a s  a  p u b lic  o r  l iv e ry  c o n v e y a n c e  a n d  n o t r e n te d  
to  o th e r s .  (§ 1 c h  62  S L A  1984)

R e v i9 o r ’s  n o t e s .  —  E n a c te d  a s  AS 
2 1 .3 6 .4 0 0 . R e n u m b e re d  in  1984.

Chapter 39. Rates and Rating Organizations.

S e c t io n S e c t io n

10. P u rp o se 120. E x a m in a tio n s
20 . A p p lic a b ility 130. R a te  a d m in is t r a t io n
3 0 . M a k in g  o f  r a le s 140. F a ls e  o r  m is le a d in g  in fo rm a tio n
4 0 . R a te  f ilin g s 150. A s s ig n e d  r i s k s
50 . D isa p p ro v a l o f  f i lin g s 155. A ss ig n e d  r i s k  pool
6 0 . R a tin g  o rg a n iz a t io n s 160. P e n a l t ie s
70 . D e v ia tio n s 170. H e a r in g  p ro c e d u re  an d  iu d ic ia l
80 . A p p e a l by m in o r ity re v ie w
90. R ig h ts  o f in s u re d s 175. S ta t i s t ic s

100. A d v iso ry  o r g a n iz a t io n s 180. D e fin itio n
110. J o i n t  u n d e r w r i t in g  o r jo in t

r e in s u ra n c e

N O T E S  T O  D E C I S I O N S

C ite d  in  S ta te  W o rk m e n 's  C iunp . ltd . v.
D e la n e y , S u p . C t. O p. N o. 2 I4 'J  ( F i le  No.
4461), 6 1 5  P .2d  5  11980).

C o l l a t e r a l  r e f e r e n c e s .  —  43 A m . J u r .  
2 d , In su ra n c e , § 8 2 6  e l sc ( |.

44 C .J .S .,  I n su ra n c e , $ 3 4 0  e l  s e q .

S e c .  2 1 .3 9 .0 1 0 . P u r p o s e .  T h e  p u rp o s e  o f  th is  c h a p te r  is  to  p ro m o te  
th e  p u b lic  w e lfa re  b y  r e g u la t in g  in s u r a n c e  r a te s  in  o rd e r  t h a t  th e y  w ill 
n o t  b e  e x c e s s iv e , in a d e q u a te  o r  u n f a i r ly  d is c r im in a to r y ,  a n d  to  a u th o ­
r iz e  a n d  r e g u la te  c o o p e r a t iv e  a c t io n  a m o n g  in s u r e r s  in  r a t e  m a k in g  
a n d  in  o th e r  m a t t e r s  w i th in  th e  sc o p e  o f  t h i s  c h a p te r .  N o th in g  in  th i s  
c h a p te r  is  in te n d e d  (1) to  p r o h ib i t  o r  d is c o u ra g e  r e a s o n a b le  c o m p e ti­
tio n , o r  (2) to  p r o h ib i t  o r e n c o u r a g e ,  e x c e p t to  t h e  e x t e n t  n e c e s s a ry  to  
a c c o m p lish  th e  p u rp o s e  o f  t h i s  c h a p te r ,  u n i f o r m ity  in  in s u r a n c e  r a te s ,  
r a t i n g  s y s te m s ,  r a t i n g  p la n s  o r p r a c t ic e s .  T h is  c h a p te r  s h a l l  be lib ­
e r a l ly  in te r p r e te d  to  c a r ry  in to  e f fe c t th e  i n t e n t  o f  th is  se c tio n . (§ 1 ch  
120 S L A  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 

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 is 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 in which the notice is necessary and the scope of notice 

required. It does provide recourse for surcharges or increases that are ~ 

frjt appropriate because a person was not convicted of a violation or at 

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
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SB 88: "An Act relating to increases or surcharges to automobile insurance 

I . 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 issue 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.
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S E N A T E  C O M M IT T E E  R E P O R T

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23

\S FURTHER: FINANCE
**FISCAL NOTE(S) ATTACHED A  **
IN ACCORDANCE WITH AS 24.08.035 
(see below)

1/28/87 DATE TURNED INTO OFFICE / t f 7
Mr. President: ' ’

LABOR & COMMERCE Committee considered

FIRST COMMITTEE OF REFERRAL

relating to increases or surcharges to automobile insurance premiums

and recommended:

[ ] replace with CS   [] same title
[j n e w  title

[ ] attached amendment(s) and

[ ] do not pass 

[ ] no recommendation

individual recommendations 

[ ] further referral to_____________________________

[ ] letter of intent adopted and attached 

** Committee rVj attached or [ ] adopted fiscal note(s)
J zero* [ ] fiscal impact

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

D o
Chairman signature and recommendation

[ ] Committee Backup Attached


