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BY THE COMMUNITY AND
1 IN THE SENATE REGIONAL AFFAIRS COMMITTEE

2 CS FOR SENATE BILL NO. 173 (C&RA)

3 IN' THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to municipal petitions and elec-

7 tions, and to appointments to fill certain municipal

8 offices."

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

10 * Section 1. AS 04.11.502 is amended by adding a new subsection to

11 read:

12 (e) AS 29.26.110 - 29.26.160 applies to a petition under (a) of

13 this section in a general law municipality except the

14 (1) number of required signatures is determined under (a)

15 of this section rather than under AS 29.26.130;

16 (2) application filed under AS 29.26.110 shall contain the

17 question or combination of questions set out under AS 04.11.490 -

18 04.11.500 rather than an ordinance or resolution;

19 (3) petition shall contain the question or combination of

20 questions set out under AS 04.11.490 - 04.11.500 rather than material

21 required under AS 29.26.120(1) and (2).

22 * Sec. 2. AS 29.06.200 is amended by adding a new subsection to read:

23 (c) In a general law borough, a unification petition shall be

24 prepared by the borough clerk upon receipt of an application meeting

25 the requirements of AS 29.26.110, except that instead of the ordinance

26 or resolution the application shall contain the question under AS 29.-

27 06.210(a). The petition shall be prepared in accordance with AS 29.-

28 26.120, except material required under (a)(1) and (2) of that section

29 shall be replaced with the question under AS 29.06.210(a). The
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1 signature requirements of AS 29.26.130(a), (c), and (d) apply to a

2 unification petition. The completed petition shall be submitted to

3 the clerk who shall deliver it to the assembly with a report of the

4 number of valid signatures determined by the clerk to be on the peti-

5 tion.

6 * Sec. 3. AS 29.10.010(e) is amended to read:

7 (e) A  proposed charter for an existing municipality is prepared

8 by a charter commission of seven elected members. A  charter commission

9 election is called by filing a petition with the governing body or by

10 resolution of the governing body. The petition shall be signed by a

11 number of voters equal to 15 percent of the votes cast in the last

12 regular election in the municipality. The petition shall be prepared

13 by the municipal clerk upon receipt of an application meeting the

14 requirements of AS 29.26.110 except that instead of the ordinance or

15 resolution the application shall request a charter commission elec-

16 tion. The petition shall be prepared in accordance with AS 29.26.120,

17 except material required under AS 29.26.120(a)(1) and (2) shall be

18 replaced with the question of whether a charter commission shall be

19 formed. The signature requirements of AS 29.26.130(a), (c), and (d)

20 apply to the petition. The completed petition shall be submitted to

21 the clerk who shall deliver it to the governing body with a report of

22 a number of valid signatures determined by the clerk to be on the

23 petition.

24 * Sec. 4. AS 29.20.460 is repealed and reenacted to read:

25 Sec. 29.20.460. MANAGER PLAN. (a) A  municipality may adopt a

26 manager plan of government. Adoption of a manager plan may be initi-

27 ated either by petition or by motion of the governing body.

28 (b) A  petition for the adoption of a manager plan shall meet the

29 requirements of AS 29.26.110 - 29.26.160 except, instead of an
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ordinance or resolution, the application submitted under AS 29.26.- 

110(a) must contain the question of whether a manager plan for the

municipality should be adopted and material required under AS 29.26.-

120(a)(1) and (2) shall be replaced w ith the same question.

(c) If the clerk certifies under AS 29.26.140 that a petition is 

sufficient, the petition shall be submitted to the governing body.

* Sec. 5. AS 29.20.470 is amended to read:

Sec. 29.20.470. ELECTION ON ADOPTION OF MANAGER PLAN. On

receipt of a sufficient petition to submit to the voters the question 

whether to adopt a manager plan or on its own motion to adopt a m a n­

ager plan, the governing body shall provide by ordinance or resolution 

for a vote on the question at the next election.

* Sec. 6. AS 29.20.520 is amended to read:

Sec. 29.20.520. REPEAL OF MANAGER PLAN. A municipality may

repeal a manager plan by following the procedures under AS 29.20.460 - 

29.20.480 [IN THE SAME MANNER USED] for [ITS] adoption of a manager 

plan, except the question shall be whether the manager plan should be 

r epealed. Within 6C days after certification of the election approv­

ing repeal of a manager plan, the governing body shall enact pro­

visions for the reorganization of the municipal executive and adminis­

trative functions.

* Sec. 7. AS 29.26.050(a) is amended to read:

Sec. 29.26.050. VOTER QUALIFICATION. (a) A  person may vote in

a municipal election only if the person

(1) is [A UNITED STATES CITIZEN WHO IS] qualified to vote in 

state elections under AS 15.05.010;

(2) has been a resident of the municipality for 30 days 

immediately preceding the election;

(3) is registered to vote in state elections at a residence
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address w ith in  a m u n ic ip a lity  a t le a s t  30 days befo re  the m un ic ipa l

e lection at which the person seeks to v o t e ; and
#

(4) is not disqualified under art. V of the state con itu-

tion.

* Sec. 8. AS 29.26.050(b) is amended to read:

(b) Voter registration by the municipality may not be required.

However, a municipality may by ordinance require that a person be

registered, at least 30 days before a municipal election, to vote in 

state elections at the address in the municipality claimed as the 

residence [IN THE PRECINCT IN WHICH THAT PERSON SEEKS TO VOTE IN 

MUNICIPAL ELECTIONS].

* Sec. 9. AS 29.26.050 is amended by adding a new subsection to read:

(d) A municipality may by ordinance require that a person whose 

registration has been cancelled under AS 15.07.130 must reregister and 

meet the qualifications under (a) of this section to vote in a munici­

pal election.

* Sec. 10. AS 29.26.110(a) is amended to read:

(a) An initiative or referendum is proposed by filing an applica­

tion with the municipal clerk containing the ordinance or resolution

to be initiated or the ordinance or resolution to be referred and the 

name and address of the prime sponsor to whom [WHICH] all correspon­

dence relating to the petition may be sent. An application shall be 

signed by a least 10 voters who will sponsor the petition. An addi­

tional sponsor may be added at any time t?fore the petition is filed 

by submitting the name of the sponsor to the clerk. Within two weeks 

the clerk shall certify the application if the clerk finds that it is 

in proper form and, for an initiative petition, that the matter

(1) is not restricted by AS 29.26.100;

(2) includes only a single subject;
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(3) relates to a legislative rather than to an administra­

tive matter; and

(4) would be enforceable as a matter of law.

* Sec. 11. AS 29.26.120(c) is amended to read:

(c) The clerk shall notify the prime sponsor when the petition 

is available and the prime sponsor is responsible for notifying other 

sponsors. Copies of the petition shall be provided by the clerk to 

each sponsor who appears in the clerk's office and requests a pet i­

tion. The clerk shall mail the petition in a borough if a sponsor

(1) resides more than 15 miles from the clerk's office or 

resides in a p]ace not connected by road to the clerk's office;

(2) has requested the petition in writing; and

(3) has submitted a signed statement that the sponsor 

intends to circulate the petition [BY THE CLERK].

* Sec. 12. AS 29.26.130(b) is amended to read:

(b) The clerk shall determine the number of signatures required 

on a petition and inform the prime [EACH] sponsor. Except as provided 

in (e) of this section, a [A] petition shall be signed by a number of 

voters based on the number of votes cast at the last regular election 

held before the date the petition was issued equal to

(1) 25 percent of the votes cast if a municipality has 

fewer than 7,500 persons; or

(2) 15 percent of the votes cast if a municipality has 7,500 

persons or more.

* Sec. 13. AS 29.26.130 is amended by adding a new subsection to read:

(e) If the ordinance or resolution chat is the subject of an 

initiative or referendum petition affects only an area that is less 

than the entire area of a municipality, only voters residing in the 

affected area may sign the petition. The number of signatures
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required is equal to 25 percent of the votes cast in the area in the 

last regular election in which all voters in the area had the oppor­

tunity to vote. The number shall be determined by the clerk.

* Sec. 14. AS 29.26.140(a) is amended to read:

(a) All copies of an initiative or referendum petition shall be 

assembled and filed as a single instrument. Within 10 days after the 

date the petition is filed, the municipal clerk shall

(1) certify on the petition whether it is sufficient; and

(2) if the petition is insufficient, identify the insuffi­

ciency and notify the prime sponsor [SPONSORS AT THE ADDRESS PROVIDED 

UNDER AS 29.26.110(a)) by certified mail.

* Sec. 15. AS 29.26.260(a) is amended to read:

(a) An application for a recall petition shall be filed with the 

municipal clerk and shall contain

(1) the signatures and residence addresses of a least 10 

municipal voters who will sponsor the petition;

(2) the name and address of the prime sponsor to whom

[WHICH] all correspondence relating to the petition may be sent; and

(3) a statement in 200 words or less of the grounds for 

recall stated with particularity.

* Sec. 16. AS 29.26.270(b) is amended to read:

(b) The clerk shall notify the prime sponsor when the petition 

is available and the prime sponsor is responsible for notifying other 

sponsors. Copies of the petition shall be provided by the clerk to

each sponsor who appears in the clerk's office and requests a peti­

tion. The clerk shall mail the petition in a borough if a sponsor

(1) resides more than 15 miles from the clerk's office or 

resides in a place not connected by road to the clerk's office;

(2) has requested the petition in writing; and
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(3) has submitted a signed statement that the sponsor 

intends to circulate the petition [BY THE L l,ERK] .

* Sec. 17. AS 29.26.280(b) is amended to read:

(b) The clerk shall determine the number of signatures required

on a petition and inform the prime [EACH] sponsor. If a petition

seeks to recall an official who represents the municipality at large, 

the petition shall be signed by a number of voters equal to 25 percent 

of the number of votes cast for that office at the last regular elec­

tion held before the date the petition was issued. If a petition

seeks to recall an official who represents a district, the petition 

shall be signed by a number of the voters residing in the district 

equal to 25 percent of the number of votes cast in the district for 

that office at the last regular election held before the date the 

petition was issued.

* Sec. 18. AS 29.26.290(a) is amended to read:

(a) The copies of a recall petition shall be assembled and filed

as a single instrument. A petition may not be filed within 180 days

before the end of the term of office of the official sought to be 

recalled. Within 10 days after the date a petition is filed, the 

municipal clerk shall

(1) certify on the petition whether it is sufficient; and

(2) if the petition is insufficient, identify the insuffi­

ciency and notify the prime sponsor [SPONSORS AT THE ADDRESS PROVIDED 

UNDER AS 29.26.260(a)(2)] by certified mail.

* Sec. 19. AS 29.26.330 is amended to read:

Sec. 29.26.330. FORM OF RECALL BALLOT. A recall ballot shall

contf.in

(1) the grounds for recall as stated in 200 words or less on 

the recall petition;
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(2) a statement by the official named on the recall petition 

of 200 words or less, if the statement is filed with the clerk for 

publication and public inspection at least [WITHIN] 20 days before the 

election;

(3) the following question: "Shall (name of person) be 

recalled from the office of (office)? Yes [ ] No [ ]".

* Sec. 20. AS 29.26.350(c) is amended to read:

(c) A person who has been recalled may not be appointed under

(a) or (b) of this section to the office from which the person was

recalled. A  person appointed under (a) or (b) of this section serves 

until a successor is elected and takes office.

* Sec. 21. AS 29.71.800(25) is amended to read:

(25) "voter" means a person who is qualified to vote under 

AS 29.26.050 [UNITED STATES CITIZEN WHO IS QUALIFIED TO VOTE IN STATE 

ELECTIONS, HAS BEEN A RESIDENT OF THE MUNICIPALITY FOR 30 DAYS IMMEDI­

ATELY PRECEDING THE ELECTION, IS REGISTERED TO VOTE IN STATE ELEC­

TIONS, AND IS NOT DISQUALIFIED UNDER ART. V OF THE STATE CONSTITU­

TION] .
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Official Business

TO:

FROM;

RE:

A l a s k a  i ? t a t e  l . e g t s i la t u c e

A l  A d a m s
District L

March 23, 1989

Senator Uehling, Co-Chairman 
Senate Finance Committee

Senator A l Adams

W H I L E  IN SESSION 
P.O. Box V  

State Capitol 
Juneau, Alaska 99811 

(907) 465-3707

O U T  O F  SESSION 

P.O. Box m  

Kotzebue, Alaska 99752 

(907) 442-3245

MII C  Street 

Anchorage, Alaska 9950) 

(907) 561-7622

SB 173

Thank you fo r scheduling SB 173, "An Act relating to municipal 
petitions and elections, and to appointments to f i l l  certain municipal 
offices."

This b ill c larifies procedures relating to municipal petitions and 
elections and was developed in response to concerns brought to my 
attention by the Alaska Municipa l League.

In general, SB 173 clarifies petition procedures, requires a prime
sponsor to be designated on petitions, establishes a 30 day
registration requirement fo r voting in municipal elections, permits a 
m un ic ipa lity by ordinance to require a person whose registration has 
been cancelled to reregister in order to vote in municipal elections, 
provides special in itia tive  or referendum requirements fo r 
ordinances or resolutions that affect only part o f the municipa lity, 
and prohibits appointment o f a recalled o ffic ia l to f i l l  the vacancy 
created by the recall.

Attached is a sectional analysis and fiscal note fo r CSSB 173 (C &  RA).



W H I L E  IN SESSION 

P.O. Bex V  

State Capitol 

Juneau, Alaska 99811 

(907) 465-3707

O U T  O F  SESSION 

P.O. Box 333 

Kotzebue, Alaska 99752 

(907) 442-3245

3111 C  Street 

Anchorage, Alaska 99503 

(907) 561-7622

TO: S en a te  C o m m u n ity  an d  R eg io n a l A ffa irs  C o m m itte e
M e m b e r s

FROM: S e n a to r A l A d am s, C h a irm an

RE: SB 173: A n A ct re la tin g  to  m u n ic ip a l p e titio n s  and
e lec tio n s , an d  to  ap p o in tm en ts  to  f il l  m u n ic ip a l o ffice s .

DATE: F e b ru a ry  2 8 , 1989

T h is  is  b a s ic a lly  a  h o u sek eep in g  b ill. W h en  w e re w ro te  T itle  2 9 , w e 
fa ile d  to  c la r ify  so m e o f  the  p ro ced u res  re la tin g  to  m u n ic ip a l 
p e titio n s  an d  e lec tio n s . T h is  b ill w as d ev e lo p ed  w ith  the  he lp  o f  th e  
A M L  le g is la tiv e  c o m m ittee  in  an e ffo r t  to  ad d re ss  th ese  co n ce rn s .

A s cu rre n tly  w ritten  SB 173 c o v e rs  th e  fo llo w in g  issu es : 1) m akes 
lo c a l o p tio n  p e titio n s , u n if ic a tio n  p e titio n s , p re p a ra tio n  o f  p e titio n s  
c a llin g  fo r  the  e lec tio n  o f  a c h a rte r  co m m issio n , an d  p e titio n s  fo r 
ad o p tio n  o f  a  m an ag er p lan  su b jec t to  th e  sam e  re q u ire m e n ts  
m u n ic ip a l in it ia t iv e  an d  re fe re n d u m  p e titio n s ; 2 ) re q u ire s  the  sam e 
p ro c e d u re  fo r  rep ea l o f a  m an ag e r p lan  as a d o p tio n ; 3) p e rm its  a 
p e rso n  to  v o te  in a  m u n ic ipa l e lec tio n  o n ly  i f  the  p e rso n  is re g is te red  
in  s ta te  e le c tio n  a t le a s t 30  days b e fo re  the  m u n ic ip a l e lec tio n ; 4) 
p e rm its  a  m u n ic ip a lity  to  re q u ire  a  p e rso n  be re g is te re d  in  s ta te  
e lec tio n s  a t th e  ad d re ss  in the  m u n ic ip a lity  c la im ed  as th e  re s id en ce ;
5) d e lin e a te s  a  p rim e  sp o n so r and  re q u ire s  the  m u n ic ip a lity  to  n o tify  
o n ly  the  p rim e  sp o n so r (as o p p o sed  to  each  sp o n so r) o f  an  in itia tiv e , 
re fe re n d u m  o r re ca ll p e titio n  a b o u t th e  su ffic ie n cy  o r  a v a ila b ili ty  o f  
a p e titio n  an d  to  p ro v id e  th e  p e titio n  on ly  to  a  sp o n so r w ho  re q u e s ts  
i t  in  p e rso n  o r by m ail u n d e r ce rta in  co n d itio n s ; 6) p ro v id es  sp ec ia l 
in i t ia t iv e  o r re fe re n d u m  re q u ire m e n ts  fo r  o rd in a n c e s  o r  re s o lu tio n s  
th a t a ffec t o n ly  a p a rt o f  a  m u n ic ip a lity ; 7 ) d o es  n o t a llo w  a p e rso n  
w ho has been  reca lled  from  an o ffice  to  be ap p o in ted  to  fill th a t 
v a c a n c y .

g la t f f e a  H > ta te  H e g f e la t u r e

A l  A d a m s
District L

O f f i c i a l  B u s i n e s s

M e m o r a n d u m



T C 3 1  H i M l & T T M i

LEGISLATIVE AFFAIRS AGENCY
M E M O R A N D U M  February 27, 1989

PO '.H Y . STATE CAPIIOt. 
JUNEAU. ALASKA 99811 

907-465-3800

S U B J E C T : 

TO:

FROM:

Sectional summary of SB 173

Senator Al Adams

Tamara Brandt Cook y /}fj 
Director < £
Division of Legal Services

Sec. 1 . Makes municipal initiative and referendum petition 
requirements applicable to local option petitions (regarding 
regulation or prohibitions on the use and possession of al­
coholic beverages).

Sec. 2 . Requires a unification petition to comply with r e­
quirements for a municipal initiative and referendum p e t i­
tion. The clerk submits the completed petition to the a s­
sembly w i t h  a report of the number of valid signatures de­
termined by the clerk to be on it.

Sec. 3 . Requires a petition calling for election of a char­
ter commission to be prepared under requirements applicable 
to an initiative and referendum petition. The completed 
petition is submitted by the clerk to the governing body 
with a report of the number of valid signatures on it.

Sec. 4 . Requires a petition for adoption of a manager plan 
to meet the requirements applicable to an initiative and 
referendum petition. If the clerk certifies that the p e t i­
tion is sufficient, it is submitted to the governing body.

Sec. 5 . Reworded slightly, but no substantive change.

Sec. 6 . Repeal of a manager plan requires the same proce- 
dures as adoption. The repeal is effective within 60 days 
after certification of the election approving repeal.

Sec. 7 . Permits a person to vote in a municipal election 
only if the person is registered in state election at least 
30 days before the municipal election.
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Sec. 8 . Permits a municipality to require that a person be 
registered to vote in state elections at the address in the 
municipality claimed as the residence.

Sec. 9 . Requires the name and address of a prime sponsor to 
be included on an initiative or referendum application. 
Correspondence relating to the petition is sent to that 
prime sponsor.

Sec. 1 0 . Copies of the petition are provided to sponsors at
the clerk's office, although, special circumstances are 
listed under which a copy will be mailed.

Sec. 1 1 . Adds a cross reference to an exception added in
the next section.

Sec. 1 2 . Provides special initiative or referendum require-
ments for ordinances or resolutions that affect only part of
a municipality.

Sec. 1 3 . The clerk need only notify the prime sponsor of an
insufficient petition.

Sec. 1 4 . A  recall petition must identify a prime sponsor.

Sec. 1 5 . Copies of a recall petition are to be made avail­
able to sponsors at the clerk's office. A  copy will be
mailed only in special circumstances.

Sec. 1b. The clerk is required to inform only the prime 
sponsor of the number of signatures needed on a recall p e t i­
tion.

Sec. 1 7 . The clerk is required to inform the prime sponsor
if the petition is insufficient.

Sec. 1 8 . Minor rewording.

Sec. 1 9 . A  person who is recalled may not be appointed to 
the same office to fill that vacancy until a successor is 
elected.

T B C :kb 
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SUGGESTED AMENDMENTS 
SENATE B I L L  1 7 3

T h e  D i v i s i o n  o f  E l e c t i o n s  h a s  r e v i e w e d  t h e  t e x t  o f  t h i s  b i l l  
a n d  s u p p o r t s  i t s  g e n e r a l  i n t e n t .  I t  i s  i m p o r t a n t  t o  n o t e ,  
h o w e v e r ,  t h a t  t h e  D i v i s i o n  o f  E l e c t i o n s  i s  n o t  d i r e c t l y  
a f f e c t e d  b y  t h e  m a i n  t e x t  o f  t h i s  b i l l .  H o w e v e r ,  t h e  
D i v i s i o n  s e r v e s  m u n i c i p a l i t i e s  i n  t h e  c o n d u c t  o f  l o c a l  
e l e c t i o n s  i n  a  s u p p o r t  c a p a c i t y ,  s p e c i f i c a l l y  i n  m a i n t a i n i n g  
v o t e r  r e g i s t r a t i o n  r o l l s ,  p r o v i d i n g  v o t e r  l i s r s  a n d  p r e c i n c t  
r e g i s t e r s ,  r e c o r d i n g  l o c a l  v o t e r  h i s t o r y  a n d  d e t e r m i n i n g  
p r e c i n c t  b o u n d a r i e s  a n d  p o l l i n g  s i t e s .  We,  t h e r e f o r e ,  w o r k  
w i t h  a n d  l e n d  o u r  s u p p o r t  t o  t h e  M u n i c i p a l  L e a g u e  a n d  l o c a l  
g o v e r n m e n t s  o n  t h e s e  i s s u e s  w h e n e v e r  p o s s i b l e .  . We s u p p o r t  
t h e  g e n e r a l  c o n t e n t  o f  t h i s  b i l l  b e c a u s e  w e  a g r e e  w i t h  l o c a l  
o f f i c i a l s  t h a t  c u r r e n t  l a w s  r e g a r d i n g  v o t e r  q u a l i f i c a t i o n s  
a n d  p e t i t i o n  p r o c e s s i n g  d o  n o t  a d e q u a t e l y  a d d r e s s  t h e  n e e d s  
o f  l o c a l  o f f i c i a l s  i n  t h e  a d m i n i s t r a t i o n  o f  t h e s e  f u n c t i o n s .

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

1 .  U n d e r  c u r r e n t  l a w  a  v o t e r  m u s t  b e  a  " r e s i d e n t "  o f  
t h e  m u n i c i p a l i t y  i n  w h i c h  h e  o r  s h e  w a n t s  t o  v o t e  f o r  
3 0  d a y s  p r i o r  t o  a n  e l e c t i o n .  T h e  l a w  m a k e s  n o  
r e q u i r e m e n t  t h a t  t h e y  a l s o  b e  " r e g i s t e r e d "  i n  t h e  
c o m m u n i t y .  A s  l o n g  a s  t h e y  a r e  r e g i s t e r e d  s o m e w h e r e  t o  
v o t e  i n  s t a t e  e l e c t i o n s ,  l o c a l  o f f i c i a l s  m u s t  c o u n t  
t h e i r  v o t e .

2 .  U n d e r  e x i s t i n g  p r o v i s i o n s  t h e r e  i s  n o  c l e a r  
s t a t e m e n t  a s  t o  t h e  d e a d l i n e  b y  w h i c h  a  v o t e r  q u a l i f i e d  
i n  s t a t e  e l e c t i o n s  m u s t  b e  r e g i s t e r e d  f o r  l o c a l  
e l e c t i o n s .

T h e  p r o v i s i o n s  o f  S e c t i o n  7 ,  a r e  i n t e n d e d  t o  c l a r i f y  t h e  
r e q u i r e m e n t s .  H a v i n g  d i s c u s s e d  t h i s  i s s u e  w i t h  t h e  
E x e c u t i v e  D i r e c t o r  o f  t h e  A l a s k a  M u n i c i p a l  L e a g u e ,  m e m b e r s  
o f  t h e  L e a g u e ' s  l e g i s l a t i v e  c o m m i t t e e ,  a n d  l e g a l  c o u n s e l  f o r  
t h e  l e a g u e ,  t h e  D i v i s i o n  w o u l d  l i k e  t o  r e c o m m e n d  a  f r i e n d l y  
a m e n d m e n t  t o  t h e  b i l l  w h i c h  w e  b e l i e v e  m o r e  c l e a r l y  f u l f i l l s  
r l i e  i n t e n t  o f  t h e  l e g i s l a t i o n .  T h e  t e x t  o f  t h a t  a m e n d m e n t  
i s  a t t a c h e d .



S e c .  7 .  AS 2 9 . 2 6 . 0 5 0 ( a )  i s  a m e n d e d  t o  r e a d :

S e c .  2 9 . 2 6 . 0 5 0 .  VOTER Q U A L I F I C A T I O N .  ( a )  A p e r s o n  

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

( 1 )  i s  [A  UNIT ED STATES C I T I Z E N  WHO I S ]  q u a l i f i e d  t o  

v o t e  i n  s t a t e  e l e c t i o n s [ , ]  u n d e r  AS 1 5 . 0 5 . 0 1 0 ;

( 2 )  h a s  b e e n  a  r e s i d e n t  o f  t h e  m u n i c i p a l i t y  f o r  3 0  d a y s  

i m m e d i a t e l y  p r e c e d i n g  t h e  e l e c t i o n ;

( 3 )  i s  r e g i s t e r e d  t o  v o t e  i n  s t a t e  e l e c t i o n s  a t  a  

r e s i d e n c e  a d d r e s s  w i t h i n  t h e  m u n i c i p a l i t y  a t  l e a s t  3 0  d a y s  

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

v o t e , a n d

( 4 )  i s  n o t  d i s q u a l i f i e d  u n d e r  a r t .  V o f  t h e  s t a t e  

c o n s t i t u t i o n .

D a t e



A n o t h e r  i s s u e  t h a t  h a s  b e e n  r a i s e t  sy  m u n i c i p a l  o f f i c i a l s  
r e l a t e s  t o  t h e  s t a t u s  o f  v o t e s  c a s t  s v  v o t e r s  w h o  h a v e  b e e n  
p u r g e d .  U n d e r  T i t l e  1 5 ,  a  v o t e r  w h u ^ e  r e g i s t r a t i o n  h a s  b e e n  
c a n c e l e d  f o r  n o n - a c t i v i t y ,  m a y  s t i l l  v o t e  i n  a n  e l e c t i o n  a s  
l o n g  a s  t h e y  h a v e  b e e n  r e g i s t e r e d  a t  s o m e t i m e  d u r i n g  t h e  2 
p r e v i o u s  g e n e r a l  e l e c t i o n s .  T h i s  a p p r o a c h  w o r k s  w e l l  f o r  
s t a t e  e l e c t i o n s  b e c a u s e  o f  t h e  D i v i s i o n ' s  i m m e d i a t e  a c c e s s  
t o  p a s t  r e c o r d s  o f  c a n c e l l e d  v o t e r s .  F o r  s o m e  
m u n i c i p a l i t i e s  t h i s  a  b u r d e n  a n d  i t  h a s  b e e n  s u g g e s t e d  t h a t  
t h e  p r o v i s i o n  b e  d e l e t e d .  W h i l e  t h e  D i v i s i o n  o f  E l e c t i o n s  
w o u l d  n o t  s u p p o r t  s u c h  a  r e p e a l  f o r  s t a t e  e l e c t i o n s  w e  a r e  
s e n s i t i v e  t o  t h e  b u r d e n  i t  p u t s  o n  s o m e  m u n i c i p a l i t i e s .

S h o u l d  t h e  M u n i c i p a l  L e a g u e  a n d  m u n i c i p a l i t i e s  w i s h  t o  
p u r s u e  t h i s  i s s u e ,  h o w e v e r ,  w e  o f f e r  t h e  f o l l o w i n g  
s u g g e s t i o n  w h i c h  w o u l d  a l l o w  e a c h  m u n i c i p a l i t y  t h e  
d i s c r e t i o n  t o  d e t e r m i n e  t h e  p r o c e d u r e s  r e g a r d i n g  p u r g e d  
v o t e r s  w h i c h  w i l l  b e  u t i l i z e d  f o r  i t s  e l e c t i o n s ,  w h i l e  n o t  
i n t e r f e r i n g  w i t h  t h e  p r o c e d u r e s  u t i l i z e d  b y  t h e  S t a t e .

A d d  a  n e w  s u b s e c t i o n  t o  AS 2 9 . 2 6 . 0 5 0  t o  r e a d :

( d )  A m u n i c i p a l i t y  b y  o r d i n a n c e  m a y  r e q u i r e  t h a t  a  

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

1 5 . 0 7 . 1 3 0  m u s t  r e r e g i s t e r  a n d  m e e t  t h e  q u a l i f i c a t i o n s  u n d e r  

( a )  o f  t h i s  s e c t i o n  t o  v o t e  i n  t h e  m u n i c i p a l  e l e c t i o n .



TO: Senator Al Adams, Chair
Members o f  the Senate Community and Regional A f fa i r s  Committee

FROM: Scott A. Burgess, Executive Directory

DATE: March 1, 1989

SUBJECT: SB 173 - Municipal P e tit ions  and E lections

The Alaska Municipal League supports SB 173. In November 1988, the AML 
Board id e n t i f ie d  amendments to  the sta tu tes governing municipal e lec tions 
to  co rrec t inconsistencies in  those s ta tu tes and, where appropriate, to 
a llow  fo r  greate r loca l co n tro l,  e f f ic ie n c y  and fa irness as a top p r io r i t y  
o f  the League fo r  the 1989 le g is la t iv e  session. SB 173 addresses several 
o f  the ind iv id ua l issues ou tlined in  the League’ s Municipal P latform.

Sections 1, 2, 3 4, 5, and 6 c l a r i f y  the p e t i t io n  process fo r  e lec tions on 
loca l l iq u o r  option under T i t l e  4, and u n i f ic a t io n ,  cha rte r commission 
formation, and the manager plan adoption or repeal under T i t l e  29. The 
language in  most cases adopts the e x is t in g  p e t i t io n  process under T i t le  29 
(AS 29.26.100 -.190) w ith  some amendments.

A process fo r  i n i t i a t i v e  and referendum p e t i t io n s  is  established in AS 
29.26.100-.190. The sta tu tes governing adoption or de le t ion  o f  the manager 
plan (AS 29.20.460), a l te ra t io n  o f  forms o f  government (AS 29.06), and the 
loca l l iq u o r  option (AS 4.11.502) cu r re n t ly  contain vague references to "by 
p e t i t io n "  but do not specify tha t the procedures governing such p e t i t io n s  
should be those in  AS 29.26.100-.190.

Sections 7 and 8 o f  SB 173 amend the vo te r q u a l i f ic a t io n  c r i t e r i a  fo r  
municipal e le c tions  under T i t le  29. Municipal e le c t ions  are carr ied  out 
under T i t l e  29, whereas s ta te  e lec tions are governed by T i t l e  15. Sections 
7 and 8 c l a r i f y  th a t  an ind iv idua l is  required to  be reg is te red  w ith in  the 
State o f  Alaska and the p rec inc t, d i s t r i c t ,  service area, or m u n ic ip a l i ty  
in  which they reside not less than t h i r t y  (30) days immediately preceding 
the date o f  the municipal e le c t io n .

Most m u n ic ip a l i t ie s  have addressed th is  requirement by incorpora ting  sta te  
law in to  loca l ordinances; however, the requirements should be c la r i f i e d .  
Votes should be reg is te red  w ith in  the area, p re c in c t ,  or m u n ic ip a l i ty  in 
which they seek to  vote. A person must be a res iden t and reg is tered in the 
new area 30 days p r io r  to voting in a loca l e le c t io n .  Th ir ty -d ay  residency 
and re g is t ra t io n  requirements are standard conditions placed on an e le c to r ’ s 
en tit lem ent to  vote and are based upon substan tia l pub lic  p o l ic y  reasons 
such as ensuring th a t  e lec to rs  are informed about the candidates and issues 
o f  the e le c t io n ,  ensuring tha t an e le c to r  in  the area has a stake in the 
e le c t io n , adm in is tra t ive  convenience, and e l im in a t io n  o f fraud in e le c t ions .

member o f  the  national league o f cities and the  national association o f coun ties 
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Sections 9 - 1 1  and 13 - 17 address the i n i t i a t i v e ,  referendum and reca ll 
p e t i t io n  by amending T i t le  29 to a) require the municipal c le rk  to  n o t i fy  
the designated contact who submits an app lica t ion  fo r  an i n i t i a t i v e ,  
referendum, or re c a l l  p e t i t io n  o f  the su ff ic ie n cy  o f  the app lica tion  and the 
a v a i la b i l i t y  o f the p e t i t io n  and b) require the c le rk  to  provide p e t i t io n s  
only to  persons who request a p e t i t io n  in  person, or in  w r i t in g  i f  located 
in  a multi-community m un ic ipa li ty ,  from the c le r k ’ s o f f ic e .

The T i t l e  29 re v is ion  o f  1986 provided an e n t i re ly  new format fo r  
i n i t i a t i v e ,  referendum, and re ca l l  p e t i t io n s .  This format has been tested, 
and i t  is  time fo r  some rev is ions to " t igh ten  up" some portions o f i t .  
F i r s t ,  i t  should be c la r i f ie d  tha t the burden o f  contacting the sponsors o f 
app lica t ions  fo r  p e t i t io n s  should be on the designated contact sponsor, not 
on the c le rk .  App lica tions fo r  p e t i t io n s  in  la rg e r m u n ic ip a l i t ie s  may 
contain hundreds o f  names o f  sponsors, many o f  whom aren’ t  even aware they 
have been l is te d .

Second, p e t i t io n s  should be given only to  those who agree to c i rc u la te  the 
p e t i t io n  and sign fo r  i t .  This would make the i n i t i a t i v e ,  referendum, and 
re c a l l  process more manageable fo r  the pub lic  and the c le rk .

Section 18 c la r i f i e s  AS 29.26.330 on the form o f  a re ca l l  b a l lo t .

Section 12 amends AS 29.26.110-.190 to  make a d is t in c t io n  fo r  i n i t i a t i v e  
and referendum issues o f  non-areawide or service area powers. AS 29.26.100- 
.190, which o u t l in e s  the standards and process associated w ith  a referendum 
e le c t io n ,  mentions only municipal voters and makes no d is t in c t io n  as to 
voters ins ide the c i t y  and those outside i t .  The s ta tu tes do not require 
th a t  p e t i t io n e rs  o r  voters on an i n i t i a t i v e  or referendum be w ith in  the 
proposed or e x is t in g  service area. Repeal o f  a non-areawide or service 
area power would a f fe c t  residents located outside c i t i e s ,  but under current 
s ta tu tes  voters w ith in  c i t ie s  could have a s ig n i f ic a n t ,  and p o te n t ia l ly  
dominant, ro le  in  determining whether residents outside the c i t y  receive 
services.

Section 19 amends T i t le  29 to  p ro h ib it  a reca lled  elected o f f i c i a l  or a 
reca lled  o f f i c i a l  appointed to an elected o f f ic e  from being appointed to  the 
vacancy created by the r e c a l l .  I f  voters re ca l l  an elected o f f i c i a l  or an 
o f f i c i a l  appointed to  an elected o f f ic e ,  the voters have spoken, and th e i r  
decis ion should stand. P roh ib it ing  a reca lled  o f f i c i a l  from being 
reappointed also avoids pressure on other elected o f f i c i a l s .  B as ica lly , 
a llow ing a reca lled  person to be appointed to the vacancy created by h is  or 
her re c a l l  is  con trary  to  the whole re ca l l  process. AS 29.26.320(c) states 
tha t a person who resigns (during a re ca ll  process) may not be appointed to 
f i l l  the vacancy. To be consis tent, a reca lled  o f f i c i a l  should not be 
appointed to the vacancy created by the re c a l l .

The AML supports SB 173 and urges the Committee and the Leg is la tu re  to  pass 
the b i l l  to bring c l a r i t y  and fa irness to the municipal e lec tions  process.



Adopted at Annual Business Meeting o November 18, 1988 o Fairbanks, Alaska

Resolution of the Alaska Municipal League 

Resolution No. 89-6

A RESOLUTION URGING THE AMENDMENT OF MUNICIPAL 
ELECTION STATUTES TO CORRECT INCONSISTENCIES 

AND ALLOW FOR GREATER LOCAL CONTROL

W H E R E A S ,  s e v e r a l  i n c o n s i s t e n c i e s  ex is t  in t h e  s t a t e  l a w s  g o v e r n i n g  
m u n ic ip a l  e l e c t i o n s  a n d  t h e  e lec t ion  p r o c e s s  w h i c h  a r e  i n a p p r o p r i a t e ,  a n d

W H E R E A S ,  t h e s e  i n c o n s i s t e n c i e s  a n d  in c o n g r u i t i e s  i m p e d e  t h e  efficient  
m a n a g e m e n t  of  t h e  m u n ic ip a l  e l e c t i o n s  p r o c e s s  a n d  i n t r o d u c e  inequ i t i e s  into 
t h e  e l e c t i o n  p r o c e s s ,  t h e  f o u n d a t i o n  of  o u r  d e m o c r a t i c  s y s t e m  of  g o v e r n m e n t ,  
a n d

W H E R E A S ,  t h e  l imitations o n  s taff  a n d  f u n d i n g  for  t h e  A l a s k a  Pub l ic  
Of f ice s  C o m m i s s i o n  p r e c l u d e  t h e  c o m m i s s i o n  f r o m  a d e q u a t e l y  e n f o r c i n g  s t a t e  
s t a t u t e s  a t  t h e  m u n ic ip a l  level;

NOW , T H E R E F O R E ,  B E  IT R E SO LV ED  t h a t  t h e  A l a s k a  Municipa l  
L e a g u e  u r g e s  t h e  16 th  A l a s k a  Le g i s l a tu re  a n d  t h e  G o v e r n o r  t o  p a s s  
leg i s la t ion  a m e n d i n g  t h e  s t a t u t e s  g o v e r n i n g  m u n ic ip a l  e l e c t i o n s  t o  c o r r e c t  
t h e s e  i n a d e q u a c i e s  b y  a d o p t i n g  a  p a c k a g e  o f  e l e c t i o n  r e v i s io n s  p r o p o s e d  b y  
t h e  m un ic ipa l i t i e s  t h e m s e l v e s  t h r o u g h  t h e  A l a s k a  Munic ipa l  L e a g u e .



A l a s k a  M u n i c i p a l  L e a g u e  

P o l i c y  S t a t e m e n t

1 9 8 9

A d o p t e d  a t  t h e  B u s i n e s s  M e e t i n g  

o f  t h e  3 8 t h  A n n u a l  L o c a l  G o v e r n m e n t  C o n f e r e n c e  

o f  t h e

A L A S K A  M U N IC IP A L  L E A G U E
F a i r b a n k s ,  A l a s k a  

N o v e m b e r  1 8 , 1 9 8 8



Resolution of the Alaska Municipal League 

Resolution No. 89*6

A RESOLUTION URGING THE AMENDMENT OF MUNICIPAL 
ELECTION STATUTES TO CORRECT INCONSISTENCIES 

AND ALLOW FOR GREATER LOCAL CONTROL i.*
W H E R E A S ,  s e v e r a l  i n c o n s i s t e n c i e s  ex is t  in t h e  s t a t e  l a w s  g o v e r n i n g  

m u n ic ip a l  e l e c t i o n s  a n d  t h e  e lec t ion  p r o c e s s  w h i c h  a r e  i n a p p r o p r i a t e ,  a n d

W H E R E A S ,  t h e s e  i n c o n s i s t e n c i e s  a n d  in c o n g r u i t i e s  i m p e d e  t h e  eff icient  
m a n a g e m e n t  of  t h e  m un ic ipa l  e l e c t i o n s  p r o c e s s  a n d  i n t r o d u c e  inequ i t i e s  into 
t h e  e l e c t i o n  p r o c e s s ,  t h e  f o u n d a t i o n  of  o u r  d e m o c r a t i c  s y s t e m  of  g o v e r n m e n t ,  
a n d  • .

W H E R E A S ,  t h e  l imitations o n  s taff  a n d  f u n d i n g  fo r  t h e  A l a s k a  F'ublic 
Off ices  C o m m i s s i o n  p r e c l u d e  t h e  c o m m i s s i o n  f ro m  a d e q u a t e l y  e n f o r c i n g  s t a t e  
s t a t u t e s  a t  t h e  m un ic ipa l  level;

NOW, T H E R E F O R E ,  BE IT RE SO L V E D  t h a t  t h e  A l a s k a  M unic ipa l  
L e a g u e  u r g e s  t h e  16 th  A l a s k a  L e g i s l a tu re  a n d  t h e  G o v e r n o r  t o  p a s s  
legis la t ion a m e n d i n g  t h e  s t a t u t e s  g o v e r n i n g  m un ic ipa l  e l e c t i o n s  t o  c o r r e c t  
t h e s e  i n a d e q u a c i e s  b y  a d o p t i n g  a  p a c k a g e  o f  e le c t ion  r ev i s ions  p r o p o s e d  b y  
t h e  munic ipa l i t i es  t h e m s e l v e s  t h r o u g h  t h e  A l a s k a  Munic ipa l  L e a g u e .

Adopted at Annual Business Meeting o November 18, 1988 o Fairbanks, Alaska



Revisions of the Municipal 
Election Code
The Alaska M unicipal League urges the 16th 
Legislature to pass [legislation amending the statutes 
governing municipal elections to correct inconsisten­
cies in those statute; and, where appropriate, to allow 
for greater local control of issues affecting munici­
palities. The package of election law revisions pro­
posed by the League includes the following:

< f s - <  h  2 -

Specifying that the procedures for petitioning for adop­
tion or deletion of the manager plan, alteration of 
government, and local liquor option are those esta­
blished in AS 29.26.100-.190:

A process for initiative and referendum petitions is 
established in AS 29.26.100-.190. The statutes gov­
erning adoption or deletion of the manager plan 
(AS 29.20.460), alteration of forms of government 
(AS 29.06), and the local liquor option (AS 4.11.502) 
currently contain vague references to "by petition" 
but do not specify that the procedures governing 
such petitions should be those in AS 29.26.100-.190.

Amending Title 29, the Municipal Code, to allow a 
municipality, by ordinance, to require persons to be 
registered within the State of Alaska and the precinct, 
district, service area, or municipality in which they 
reside not less than 30 days immediately preceding the 
date of the municipal election.

Most municipalities have addressed this require­
ment by incorporating state law into local or­
dinances; however, the requirements should be 
clarified. Voters should be registered within the 
area, precinct, or municipality in which they seek to 
vote. A person must be a resident and registered in 
the new area 30 days prior to voting in a local elec­
tion. Thirty-day residency and registration re­
quirements are standard conditions placed on an 
elector's entitlement to vote and are based upon 
substantial public policy reasons such as ensuring 
that electors are informed about the candidates and 
issues of the election, ensuring that an elector in the 
area has a stake in the election, administrative con­
venience, and the elimination of fraud in elections.
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Amending Title 29 to a) require the municipal clerk to 
notify the designated contact who submits an applica­
tion for an initiative, referendum, or recall petition of 
the sufficiency of the application and the availability of 
the petition and b) require the clerk to provide petitions 
only to persons who request a petition in person, or in 
writing if located in a multi-community municipality, 
from the clerk's office:

The Title 29 revision of 1986 provided an entirely 
new format for initiative, referendum, and recall pe­
titions. This format has been tested, and it is time for 
some revisions to "tighten up" some portions of it.

First, it should be clarified that the burden of con­
tacting the sponsors of applications for petitions 
should be on the designated contact sponsor, not 
on the clerk. Applications for petitions in larger 
municipalities may contain hundreds of names of

sponsors, many of whom aren't even aware they 
have been listed.

Second, petitions should be given only to those 
. who agree to circulate the petition and sign for it. 

This would make the initiative, referendum, and 
recall process more manageable for the public and 
the clerk.

• Amending Title 29 to prohibit a recalled elective official 
or a recalled official appointed to an elective office from 
being appointed to the vacancy created by the recall:

If voters recall an elected official or an official ap­
pointed to an elective office, the voters have 
spoken, and their decision should stand. Prohibiting 
a recalled official from being reappointed also 
avoids pressure on other elected officials. Basically, 
allowing a recalled person to be appointed to the 
vacancy created by his or her recall is contrary to 
the whole recall process. AS 29.26.320(c) states that 
a person who resigns during a recall process may 
not be appointed to fill the vacancy; it is consistent 
with this that a recalled official should not be ap­
pointed to the vacancy created by the recall.

• Amending AS 29.26.100-.190 to make a distinction for in­
itiatives and referendum issues of non-areawide or ser­
vice area powers:

AS 29.26.100-.190, which outline the standards and 
process associated with a referendum election, 
mention only municipal voters and make no 
distinction as to voters inside the city and those out­
side it. The statutes do not require that petitioners or 
voters on an initiative or referendum be within the 
proposed or existing service area. Repeal of a non- 
areawide or service area power would affect 
residents located outside cities, but under current 
statutes voters within cities could have a significant, 
and potentially dominant, role in determining 
whether residents outside the city receive services.

,



The Alaska Municipal League (AML) is a statewide, nonprofit, non­
partisan organization of local governments. Its 123 municipal 
members include most of Alaska's cities, boroughs, and unified 
municipalities. The League serves as an advocate for municipal 
government in the Legislature and with the state executive depart­
ments, acts as a clearinghouse for information on federal and state 
actions affecting local governments, conducts training for local 
government officials, provides information through its newsletter, 
legislative bulletins, and other publications, and conducts an annual 
conference for policy development and training.

The Alaska Municipal League provides a forum through which local 
government officials can -resist each other in the solution of 
municipal problems and can •: <press their common concerns to state 
and federal officials. Through its members, the AML seeks to advance 
the interests and well-beiing of all Alaskans by supporting and ad­
vocating strong, cost-effective, and responsive local governments.
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BY STURGULEWSKI AND PEARCE 

2. SENATE BILL NO. 174

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to letters of credit issued by

7 ba n k s ."

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

9 * Section 1. AS 06.05.275(a) is amended to read:

L0 (a) A bank may issue and confirm letters of credit authorizing

LI the principal or beneficiary to draw upon the institution or its

L2 correspondents. [A LETTER OF CREDIT SHALL EXPIRE BY ITS TERMS WITHIN

L3 ONE YEAR OF DATE OF ISSUANCE, BUT MAY BE RENEWED ON WRITTEN REQUEST OF

L4 THE PRINCIPAL.]

SB01/4a - 1 - SB 174



SENATOR 
ARLISS STURGULEW SKI 
Senate President Pro Tempore 

Chairman, Senate Rules Committee

3 l a # t t a  & t a t e  l e g i s l a t u r e

2957 SHELDON JACKSON STREET 
ANCHCRAOE. ALASKA 99508

UTuk in Juneau 
P.O. BOX V 

JUNEAU. ALASKA 99811 
(907)465-3818

S e n a t e

M E M O R A N D U M  

TO:

M a r c h  2 ,  1 9 8 9

FROM:

RE :

S e n a t o r  R i c k  U e h l i n g ,  C o - C h a i r m a n  
S e n a t e  F i n a n c e  C o m m i t t e e  - \

S e n a t o r  A r l i s s  S t u r g u l e w s k i , C h a i r m a n  
S e n a t e  R u l e s  C o m m i t t e e

SB 1 7 4  " A n  A c t  r e l a t i n g  t o  l e t t e r s  o f  c r e d i t  i s s u e d  b y  
b a n k s . 11

S e n a t e  B i l l  1 7 4  w a s  h e a r d  i n  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  a n d  p a s s e d  w i t h  n o  c h a n g e s .  I  h a v e  e n c l o s e d  b a c k g r o u n d  
m a t e r i a l  f o r  t h i s  b i l l  a n d  h o p e  y o u  c a n  g i v e  i t  a n  e a r l y  h e a r i n g .

T h a n k  y o u .  

A t t a c h m e n t s



SB 174: "An Act re la ting  to le tte rs  o f credit issued  by banks."

T he departm en t u rges passage of SB 174 as i t  will provide parity  betw een s ta te  
and  nationally  chartered  banks in  providing le tte rs  of credits. B anks operating 
w ith  na tional ch arte rs  have no tim e restric tions concerning le tte rs  of credit. 
SB 174 deletes th e  tim e restric tions from  A laska law.

B anks and  th e ir  custom ers have been a t  a  disadvantage w hen th e ir  business 
som etim es requ ires le tte rs  of credit for g rea te r periods th an  one year. This m ay 
be a  common requ irem ent in  governm ental construction contracts and  export 
tran sac tions w ith  long contract periods.

T his type of ban k  function is considered lending and  is  regulated and exam ined 
for sound lending practices. L etters of credit do convey elem ents of risk  b u t are  
generally  provided to  a  bank’s custom ers w ith  long-term  satisfactory credit 
history.

rtm ent of Commerce and Economic 
Developm ent .

Date: y -n /e f

LM/WFK/dgl3399D
022389a



BANK

involves Innovative Professional

Key Bank of Alaska
A K iyC c rp  B tn k

Post Office Bo* 100420 
Anchorage. Alaska 99510-0420 
(907) 502-8100

March 8, 1989

Senator Rick Uehling, Co-Chairaan 
Senate Finance Committee 
Alaska State Legislature 
Box V
Juneau, Alaska 99811

RE: Senate Bill f174 - Letters of Credit

Dear Mr. Uehling:

I am writing to express Key Bank o£ Alaska's support of SB 174 which 
proposes to amend Alaska Statute OS.05.275. The proposed amendment will bo 
of great benefit to the bank because it eliminates the one year maturity 
requirement on letters of credit, a limitation which does not constrain our 
nationally chartered competitors.

In the past, Alaska Pacific Bank’s ("APB") affiliate, 1st National Bank of 
Fairbanks issued letters of credit with a duration beyond one year on behalf 
of APB. With the merger of these two banks and the subsequent retention of 
a state charter, suddenly this issue became a problem for the bank, now 
known as Key Bank of Alaska.

Many situations arise wherein our customers require letters of credit 
extending beyond one year. Beneficiaries typically requiring terms beyond 
one year include government agencies, (ie. Corps of Engineers), 
municipalities, the Alaska Court System, bonding, surety and insurance 
companies, large oil companies (ia. Texaco, Sxxon), and ether banks or long 
term lenders. For example, the Municipality of Anchorage requires a 
performance bond or standby lotter of credit guaranteeing the work of a 
contractor (our customer) for as much as a year after construction work has 
been complated. Generally, the letter of credit is less expensive than the 
performance bond. Often, the letter of credit language is presented to us on 
an "all or nothing" basis, with no negotiation with the beneficiary 
possible. Suretyc and municipalities are the moat inflexible with regard to 
this. Thus, without the ability to issue a letter of credit with a maturity 
extending beyond one year we are unable to meet our customers' needs, 
clearly placing us at a competitive disadvantage.

Sincerely,

Elizabeth Setzer 0  
Assistant Vice President

We are pleased to learn of a Senate hearing on this matter and would be more 
than happy to provide you with any further information or clarification on 
this issue if necessary.



Key Bank of Alaska
A Ke\rCorp Bank

Post Office Box 100420 
Anchorage, Alaska 99510-0420 
(907) 562-6100

M r .  F r e i n k  H o m a n  
P r o f e s s i o n a l  A s s i s t a n t  
O f f i c e  o f

S e n a t o r  A r l i s s  S t u r g e l e w s k i  
P . O .  B o x  V
J u n e a u .  A l a s k a  9 9 8 1 1

I n v o l v e d  I n n o v a t i v e  P r o f e s s i o n a l

r t D o n s o t l s  f t  f t c  t  e t o n f )  U fl& iflt &

D e a r  M r .  H o m a n :

T h i s  l e t t e r  w i l l  d e s c r i b e  b r i e f l y  l e t t e r s  o f  c r e d i t  a n d  
e x p l a i n  w h y  w e  s u p p o r t  S 3  1 7 4  w h i c h  a m e n d s  A l a s k a  S t a t u t e  
0 6 . 0 5 . 2 7 5 ( a )  t o  r e m o v e  i t s  d u r a t i o n a l  l i m i t  o n  l e t t e r s  o f  c r e d i t  
i s s u e d  b y  s t a t e  b a n k s .

A l e t t e r  o f  c r e d i t  i s  t h e  u n d e r t a k i n g  b y  a  b a n k  t o  p a y  t h e  
p e r s o n  t o  whom t h e  l e t t e r  o f  c r e d i t  i s  i s s u e d  ( t h e  b e n e f i c i a r y )  
u p o n  p r e s e n t a t i o n  o f  a  d r a f t  o r  o t h e r  d o c u m e n t a r y  d e m a n d  s p e c i f i e d  
i n  t h e  c r e d i t .  T h e  b a n k ' s  c u s t o m e r  ( t h e  a c c o u n t  p a r t y )  r e q u e s t s  
i s s u a n c e  o f  t h e  l e t t e r  o f  * c r e d i t  a n d  s p e c i f i e s  t h e  t e r m s  o f  t h e  
c r e d i t ,  b a s e d  o n  t h e  b e n e f i c i a r y ' s  r e q u i r e m e n t s .  I f  t h e  l e t t e r  o f  
c r e d i t  i s  d r a w n  u p o n ,  t h e  a c c o u n t  p a r t y  ( t h e  b a n k ' s  c u s t o m e r )  h a s  
a n  u n q u a l i f i e d  o b l i g a t i o n  t o  p a y  t h e  b a n k .

L e t t e r s  o f  c r e d i t  f a l l  i n t o  t w o  g e n e r a l  c a t e g o r i e s .  
C o m m e r c i a l  l e t t e r s  o f  c r e d i t  a r e  t h e  t y p e  w h i c h  a r e  f r e q u e n t l y  u s e d  
i n  f o r e i g n  t r a d e .  T h e r e ,  t h e  b a n k  a g r e e s  t o  p a y  u p o n  r e c e i p t  o f  a  
d r a f t  a n d  a c c o m p a n y i n g  d o c u m e n t s  w h i c h  o f t e n  r e p r e s e n t  t i t l e  t o  
g o o d s  i n  s h i p m e n t .  T h e  b a n k  c o m p a r e s  t h e  d o c u m e n t s  w i t h  t h e  
r e q u i r e m e n t s  o f  t h e  l e t t e r  o f  c r e d i t  a n d ,  i f  t h e y  a r e  i n  
c o n f o r m i t y ,  p a y s  t h e  d r a f t .  A s t a n d b y  l e t t e r  o f  c r e d i t  i s  u s u a l l y  
i s s u e d  s o  t h a t  t h e  b e n e f i c i a r y  h a s  a  s o u r c e  o f  p a y m e n t  i f  t h e  
a c c o u n t  p a r t y  d e f a u l t s  o n  s o m e  o b l i g a t i o n  t o  t h e  b e n e f i c i a r y .  I t  
a c t s  a s  s e c u r i t y  f o r  s o m e  p e r f o r m a n c e  b y  t h e  a c c o u n t  p a r t y .  O n c e  
a g a i n ,  t h e  b a n k  d o e s  n o t  m a k e  a n y  d e c i s i o n  a b o u t  t h e  f a c t s  o f  t h e  
t r a n s a c t i o n ,  b u t  s i m p l y  p a y s  i f  i t  r e c e i v e s  a  d r a f t  a n d  d o c u m e n t s  
( f r e q u e n t l y  a  c e r t i f i c a t i o n  b y  t h e  b e n e f i c i a r y )  a s  r e q u i r e d  b y  t h e  
t e r m s  o f  t h e  l e t t e r  o f  c r e d i t .  I n  e i t h e r  t y p e ,  t h e  d o l l a r  a m o u n t  
o f  t h e  c r e d i t  i s  l i m i t e d .

wa9\pn,3 

letters.ere



T h e r e  e x i s t s  a  c o m p e t i t i v e  i n e q u a l i t y  b e t w e e n  n a t i o n a l  a n d  
s t a t e  b a n k s  i n  d u r a t i o n a l  l i m i t a t i o n s  o n  s t a n d b y  a n d  c o m m e r c i a l  
l e t t e r s  o f  c r e d i t  d e t r i m e n t a l  t o  s t a t e - c h a r t e r e d  b a n k s .

T h e r e  i s  n o  d u r a t i o n a l  l i m i t a t i o n  o n  l e t t e r s  o f  c r e d i t  w h i c h  
n a t i o n a l  b a n k s  m a y  i s s u e ,  b u t  AS 0 6 . 0 5 . 2 7 5 ( a )  l i m i t s  s t a t e -  
c h a r t e r e d  b a n k s '  l e t t e r s  o f  c r e d i t  t o  a  d u r a t i o n  o f  o n e  y e a r .  I t  
i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  o r i g i n a l  l e g i s l a t i v e  p u r p o s e  i n  
a d o p t i n g  t h i s  s t a t u t e  w a s  " t o  i m p r o v e  t h e  c o m p e t i t i v e  b a l a n c e  
b e t w e e n  s t a t e  a n d  n a t i o n a l  b a n k s . "  1 9 7 0  H o u s e  J o u r n a l  1 0 8 5 .

I t  h a s  b e e n  d e m o n s t r a t e d  t h a t  d u r a t i o n a l  l i m i t s  t h w a r t  
c o m p e t i t i v e  e q u a l i t y  b e t w e e n  s t a t e  a n d  n a t i o n a l  b a n k s  i n  t h e  
m a r k e t i n g  a n d  p r o v i d i n g  o f  l e t t e r s  o f  c r e d i t  a c c o r d i n g  t o  c u s t o m e r  
r e q u i r e m e n t s .  T h i s  i s  p a r t i c u l a r l y  t r u e  w h e r e  t h e  b e n e f i c i a r i e s  
a r e  g o v e r n m e n t  a g e n c i e s ,  m u n i c i p a l i t i e s ,  t h e  A l a s k a  C o u r t  S y s t e m ,  
b o n d i n g ,  s u r e t y ,  a n d  i n s u r a n c e  c o m p a n i e s .  T h e y  a r e  b e n e f i c i a r i e s  
o f  l e t t e r s  o f  c r e d i t  f o r  a  v a r i e t y  o f  r e a s o n s  s u c h  a s  t o  s e c u r e  
c o m p l e t i o n  o f  u t i l i t y  i n f r a s t r u c t u r e  c o n s t r u c t i o n  o n  s u b d i v i s i o n s ,  
a p p e a l  b o n d s ,  a n d  a s  s e c u r i t y  f o r  c a s h  f l o w  r e q u i r e m e n t s  f o r  d e b t  
s e r v i c e  o f  t e r m  l o a n s  t o  o p e r a t i n g  b u s i n e s s e s  o r  i n c o m e  p r o p e r t y  
c o n s t r u c t i o n  p r o j e c t s .  T h o s e  b e n e f i c i a r i e s  i n  p a r t i c u l a r  h a v e  n o  
r e a s o n  t o  n e g o t i a t e  w i t h  s t a t e  b a n k s  f o r  l e t t e r s  o f  c r e d i t  a s  t h e y  
m a y  s i m p l y  g o  t o  n a t i o n a l  b a n k s  w i t h o u t  h a v i n g  t o  a d d r e s s  t h e  i s s u e  
o f  d u r a t i o n a l  l i m i t a t i o n s .  F u r t h e r ,  m o s t  s u c h  b e n e f i c i a r i e s  a r e  
t o t a l l y  i n f l e x i b l e  i n  t h e i r  r e q u i r e m e n t s  a n d  w i l l  n o t  e v e n  c o n s i d e r  
d u r a t i o n a l  r e q u i r e m e n t s .  T h e y  s i m p l y  a v o i d  t h e  i s s u e  b y  o b t a i n i n g  
t h e i r  l e t t e r s  o f  c r e d i t  e l s e w h e r e .  A s  t o  c o m m e r c i a l  l e t t e r s  o f  
c r e d i t ,  t h e r e  a r e  s i t u a t i o n s  i n  w h i c h  t h e  o n e - y e a r  l i m i t a t i o n  w o u l d  
e x c l u d e  t h e i r  u s e  i n  c o n n e c t i o n  w i t h  m a n u f a c t u r e d  g o o d s  a n d  
e q u i p m e n t  a n d  i n  c o n n e c t i o n  w i t h  s o m e  e x p o r t  s i t u a t i o n .  
A c c o r d i n g l y ,  s t a t e  b a n k s  c a n n o t  a l w a y s  s e r v i c e  t h e i r  g o o d  c u s t o m e r s  
a s  c a n  n a t i o n a l  b a n k s .

L e t t e r s  o f  c r e d i t  a r e  e x t e n s i o n s  o f  c r e d i t  n o t  b a s i c a l l y  
d i f f e r e n t  t h a n  a n y  l o a n  o r  a  l o a n  c o m m i t m e n t  a n d  a r e  a n a l y z e d  a n d  
u n d e r w r i t t e n  l i k e  a  l o a n  o r  l o a n  c o m m i t m e n t .  M o s t  a r e  s e c u r e d .  I f  
n o t  s e c u r e d  t h e y  a r e  s u p p o r t e d  b y  a d e q u a t e  f i n a n c i a l  s t a n d i n g  o f  
t h e  a c c o u n t  p a r t y  o n  w h o s e  b e h a l f  t h e y  a r e  i s s u e d  i n  t h e  s a m e  
m a n n e r  a s  a n  u n s e c u r e d  l o a n .  A d e q u a t e  i n t e r n a l  l e n d i n g  a n d  
u n d e r w r i t i n g  p o l i c i e s  a n d  p r o c e d u r e s ,  c o m p e t e n t  b a n k  m a n a g e m e n t ,  
i n t e r n a l  f i n a n c i a l  r e v i e w  a n d  r e p o r t i n g  r e q u i r e m e n t s  a n d  
p r o c e d u r e s ,  a n d  b a n k  e x a m i n a t i o n s  b y  r e g u l a t o r s  a r e ,  l i k e  l o a n s ,  
t h e  m e a n s  o f  c o n t r o l l i n g  a n d  m a i n t a i n i n g  s o u n d  b a n k i n g  p r a c t i c e s  i n  
i s s u i n g  l e t t e r s  o f  c r e d i t .  D u r a t i o n a l  l i m i t a t i o n s ,  h o w e v e r ,  a r e  
i r r e l e v a n t  t o  p r e v e n t i n g  u n s o u n d  b a n k i n g  p r a c t i c e s  o r  t o  e n s u r i n g  
s o u n d  b a n k i n g  p r a c t i c e s  a t  t h e  m o s t  c r i t i c a l  t i m e s  -  w h e n  t h e  
l e t t e r s  o f  c r e d i t  a r e  i s s u e d  a n d  d u r i n g  t h e  p e r m i t t e d  p e r i o d .  T h e y  
o n l y  s h u t  t h e  d o o r  a f t e r  t h e  h o r s e  i s  o u t  a t  t h e  e x p e n s e  o f  
p r e v e n t i n g  s t a t e - c h a r t e r e d  b a n k s  f r o m  c o m p e t i n g  e q u a l l y  w i t h  
n a t i o n a l  b a n k s .
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A c c o r d i n g l y ,  i t  i s  r e c o m m e n d e d  a n d  u r g e d  t h a t  SB  1 7 4  b e  
a d o p t e d  t o  d e l e t e  t h e  s e c o n d  s e n t e n c e  o f  AS 0 6 . 0 5 . 2 7 5 ( a )  a s  
u n n e c e s s a r y  a n d  a n t i c o m p e t i t i v e .

i p e c t f u l l y  s i

W i l l i a m  ^ ~ B T ^ e n e >
C o u n s e l / a n a N C o r p c w r a t ' ' .  S e c r e t a r y  t o  
K e y  B a i / k  o f
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SB 173 (cont'd)

b e e n  re c a lle d  c a n n o t b e  a p p o in te d  to  fill a  v a c a n t se a t in  th e  o ffice  fro m  w h ic h  the  p e rso n  
w a s  re c a lle d .

T h e  b ill ta k e s  e ffec t 90 d a y s  a f te r  it  is s ig n e d  b y  the  G o v e rn o r.

In tro d u c e d  F e b ru a ry  14,1989 a n d  re fe rred  to C o m m u n ity  & R eg iona l A ffairs; S tate 
A ffa irs ; F in a n c e .

lg.tte?.Qf.Credit______

SE N A T E  BILL N O . 174. b y  S en a to rs  S tu rg u le w sk i a n d  Pearce . A m en d s  AS 06.05.275(a) 
(A la sk a  B an k in g  C o d e . M isce llan eo u s a n d  in c id e n ta l b a n k in g  p rac tices) to  read : "(a) A 
b a n k  m a y  is su e  a n d  c o n firm  le tte rs  o f  c re d it a u th o r iz in g  the  p rin c ip a l o r  b en e fic ia ry  to 
d r a w  u p o n  th e  in s ti tu tio n  o r  its co rre sp o n d en ts ."  T he sec tio n  c u rre n tly  read s: "(a) A b an k  
m a y  is s u e  a n d  c o n firm  le tte rs  o f c re d it a u th o r iz in g  th e  p r in c ip a l o r  b en efic ia ry  to d ra w  
u p o n  th e  in s t i tu tio n  o r  its  co rre sp o n d e n ts . A le tte r  o f c re d it  sh a ll ex p ire  b y  its  te rm s 
w ith in  o n e  y e a r  of d a te  o f issu an ce , b u t m a y  be  re n e w e d  o n  w ritte n  re q u e s t o f  the  
p r in c ip a l ."

T h e  b ill ta k e s  e ffec t 90 d a y s  a f te r  i t  is s ig n e d  b y  th e  G o v e rn o r.

In tro d u c e d  F e b ru a ry  14,1989 a n d  re fe rred  to L abor & C o m m erce ; F inance.

C o n su m p tio n  of 
A lcoho l D u r in g  P reg n an cy

SE N A T E  BILL N O . 175, b y  S en a to rs  B inkley, A d am s, Z h a ro ff , P o u rc h o t, F ran k  a n d  
P earce . W ill r e q u ire  th e  h o ld e r  o f  a license  o r  p e rm it th a t  a llo w s  a p e rso n  to sell o r  serve  
a lco h o l to p o s t  s ig n s  w a rn in g  p a tro n s  t h a t " . .  .D rin k in g  a lco h o lic  b ev e rag es  su ch  a s  beer, 
w in e , w in e  coo le rs , a n d  o th e r  d is tille d  sp ir its  d u r in g  p re g n a n c y  can  cau se  b ir th  defects." 
T h e  s ig n s  w ill h a v e  to  be  d i s p la y e d " . .  .in  a  m a n n e r  th a t  w ill m a k e  th e m  co n sp icu o u s  to a 
p e rso n  p u rc h a s in g  o r  c o n su m in g  alcoho lic  beverages o n  th e  d e s ig n a te d  p re m is e s . . ."  T he 
A lco h o d c  B ev erag e  C o n tro l B oard  (ABC B oard) w ill h a v e  to d e te rm in e  h o w  m a n y  signs 
h a v e  to  b e  d is p la y e d , a n d  w h e th e r  th ey  a re  su ffic ien tly  c o n sp ic u o u s  a fte r  th e y  a re  
p o s te d .

T h e  A B C  B o ard  w ill fu rn ish  s ig n s , a n d  p eace  officers a n d  ABC B oard  em p lo y ees  can  issue  
c ita tio n s  fo r  v io la tio n s  o f  th is  law . A  p e rso n  w h o  is fo u n d  g u il ty  o f a  v io la tio n  can  be 
p u n is h e d  b y  a  fin e  o f  n o t less th a n  $20 a n d  no t m o re  th a n  $300. E ach d a y  a  v io la tio n  
c o n tin u e s  a f te r  a  c ita tio n  h as  b een  issu e d , c o n stitu te s  a  s e p a ra te  v io la tio n .

T h e  b ill ta k e s  e ffec t 90 d a y s  a f te r  it  is s ig n e d  b y  th e  G o v e rn o r.

In tro d u c e d  F e b ru a ry  15,1989 a n d  re fe rred  to  H ea lth , E d u c a tio n  & Social Services;
F in an ce .
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■;■ A l a s k a  B u s i n e s s  N e w s  S u m m a r i e s
. Edited by Shehla A. Bradner

K e y B a n k  P u r c h a s e s  F a i l e d  A l a s k a  S t a t e b a n k  A s s e t s

Key Bank o f Alaska, the state’s fourth largest bank, bought Alaska Statebank after its closure by state banking 
regulators. Statebank had $8.8 million in negative worth, mostly due to problem loans. The bank’s $100 million 
in deposits and some loans were transferred to Key Bank, which will operate six Statebank branches. The trans­
action alsoincludes a cash payment to KeyBank from the Federal Deposit Insurance Corporation. Key Bank Alaska 

. assets will grow by $100 million to $700 million. Some 15,000 Statebank’s depositors are protected by FDIC, 
ut-iuding those with deposits above the federally insured limit o f $100,000. KeyBank will also purchase about$67 

'•'million o f Statebank’s assets including $2.6 million in small loans, not including problem loans. Statebank President H. Darrell Smith said the. bank tried to raise sufficient capital, but FDIC chose the more expensive alternative of liquidation. Smiths thinks the bank needed about $25 million to clear up problem loans, and ihatFDIC has indicated it would advance Key Bank $30 million as
^ i ■'•:./['  V  I-' ' ' <! •

•K EY BA N kW A Y  BEGIN IOTERNATIONAL OPERATIONS FROM ALASKA iKeyCorp, parent of KeyBank 
l£ v , Alaska, is examining use of its Alaska operation as a center for international banking in the Pacific North- 
:?££west. Ivan Jacques, vice president of International banking at Key Bank o f Puget Sound is impressed with the 

state’s trade opportunity in fishing and timber. Jacques, met recently with Key Bank o f Alaska officials and 
will submit,recommendations this summer to the bank’s corporate headquarters in Albany, N.Y. KeyCorp, 
with assets o f  $15 billion, operates banks in Alaska, Oregon, Washington and Idaho. KeyCorp expanded into 

•^ • 'w es te rn  states because o f the potential for a big future in the Pacific Rim countries. The Alaska banks already 
“ “ provide some international services, including letters o f  credit for companies doing business overseas. Besides

U.S POSTAL SERVICE REVENUES INCREASE IN 1988: The U.S. Postal Service has escaped the economic 
•ggj-j dowptum plaguing most o f  Alaska, showing increases in almost every revenue-producing service in 1988. 
yi££ k ew n iie  from postage and fees was up 8 percent, from $66,250,000 in 1987 to $71,642,394. Express Mail rose

V $4 million in 1989. The post office also disbursed $84,367,477>in salaries to its 2,100 employees in Alaska. 

ALASKA RAILROAD POSTS $5.8 MILLION PROFIT:’#  14 percent increase in freight revenues and a marked
decline in expenses helped the Alaska Railroad show a profit o f $5.8 million :in 1988. About 10 percent of the 
profits, or $620,000, was distributed as bonuses to employees. The bonuses, said railroad officials, were 

'• ^ ju s t i f ie d  because the employees had taken pay cuts o f 10 percent for seven months o f  1987 and deserved to share 
•$ M n  1988’s,prosperity. The profits will help the coiporation reduce borrowing and finance m ajor improvements
•eiiV 'InP Ka/1 r  nl»n D nil n 4 />PPJ ntnln Avnanf 1 OOO «*nmil >n nn nn 1 fiOO ' I ' L .  _ ____

TEXAS GROUP WILL BUY L U ^ Y ^ A T O S T ^ & t l a ,  ̂  purchase I-livnry
/iV'./rJiPOfrAC AlocUo *c lornACf nlinin n f  mrwria finneac urall ra m n in  a ro m a  Dn» »Ln     MljfcT h ca tre s , Alaska’s largest chain o f  movie houses. Ticket prices lw lj/em ain the same. But the new owners will 

J i l l  spiff irp some of the Anchorage theaters, bring first run movies q ^ c k e r  and perhaps even show controversial 
Mjj^nrovies, such as the “Last Temptation o f Christ,’’ banned by the former owner. Act 3 is in the process o f



KeyCorp picks 
Alaska for first

B y  I m r e  N e m e t h

J u s t  a s  A la s k a  b ecam e  i ts  f irs t 
e n try  on  th e  W est C o ast, Key 
C o rp  h a s  c h o se n  th e  s ta te  to 

la u n c h  i ts  fo ra y  in to  th e  re a lm  o f 
in te rn a t io n a l  b a n k in g .

T h e  A lb a n y , N .Y . b a se d  b a n k  p la n s  
to  u se  i ts  A la s k a  lo c a tio n s  to  s p e a r ­
h e a d  a  p la n  o ffic ia ls  h o p e  w ill un lock  
co m m erc ia l t r a d e  o p p o r tu n itie s  a n d  
p ro f ita b le  b u s in e ss  tie s  w ith  f in a n ­
c ia lly  ac tiv e  P a c if ic  R im  m a rk e ts .

Iv a n  Jo c k , v ice p re s id e n t o f  in te r ­
n a t io n a l  b a n k in g  a t  K ey  B a n k  o f 
P u g e t  S o u n d , s a y s  th e  A la s k a  is  a  
n a tu r a l  s i te  to  b e g in  the-effork-W ithv. 
i t s  lo c a tio n  a n d  c u r re n t  tie s  in  th e  
f is h in g  a n d  tim b e r  in d u s tr ie s , th e  
s ta te  is  co n sid e red  b y  b a n k  le a d e rs  to 
h a v e  en o rm o u s  p o te n tia l, h e  ad d s .

“ C e r ta in ly  th e y ’ve  com e to  rea lize  
t h a t  A la s k a ’s  tie s  w ith  th e  P ac if ic  
R im  a re  so  la rg e  a n d  im p o r ta n t ,” 
J o c k  s a id  from  h is  S e a tt le  o ffice  la s t  
w eek. “ T h e y  a re  lo o k in g  now  a t  how  
b e s t to  a p p ro a c h  th e  m a rk e t  a n d  
su p p o r t it.

“ I t  d id n ’t  ta k e  too  m u ch  to  see th e  
p o te n tia l  in  A la s k a  w ith  th e  P ac ific  
R im .” •

S in ce  th e  p u rc h a s e  o f  th e  A la sk a  
c o n tin g e n t  (fo rm erly  k n o w n  a s  A la s ­
k a  P ac ific  B ank), K eyC orp  h a s  m oved 
in to  five o th e r  s ta te s  in  th e  P ac ific  
N o rth w e s t, in c lu d in g  W a sh in g to n , 
O reg o n  a n d  Id a h o .

Jo c k  s a id  A la s k a ’s im p o rta n c e  is 
q u ite  w ell k n o w n . T o  su p p o r t th e

S e e  IN T E R N A T IO N A L , P a g e  2
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C o n tin u e d  f ro m  P a g e  1

e x p o r t m a rk e t, w h ich  is th e  b a n k ’s 
f ir s t  in te re s t  in  th is  m a tte r , K ey B an k  
o f  A la s k a  p la n s  to  h e lp  fa c i l i ta te  th e  
m o v e m e n t o f  goods th ro u g h  f in a n c ­
in g  p ro m is in g  p ro jec ts .

T h is  d o e sn ’t  m e a n , h o w ever, th a t  
th e  b a n k  w ill be  m o v in g  in to  te r r i­
to ry  a lre a d y  p o p u la te d  b y  th e  la rg e r  
in te r n a t io n a l  f in a n c ie rs . F a r  from  it. 
B a n k  o ff ic ia ls  w ill p ro b a b ly  6 ta r t  a 
lo t  s m a lle r  a n d  c u ltiv a te  th e  m a rk e t 
o v er tim e . T h e  co m p e titiv e  fa c to r  will 
com e fro m  o th e r  b a n k s  m o v in g  in to  
th e  A la s k a  te rr ito ry .

“ T h e y  w ould  do w ell to  com e th e re  
a n d  in v e s t ,"  J o c k  a d m itte d .

J o c k  lab e led  im m e d ia te  o p p o rtu n i­
t ie s  in  th e  t im b e r  a n d  fish e rie s  sec­
to rs . H e  p o in ted  to  u p co m in g  b reak s  
d ue to  th e  fu ll u tiliz a tio n  o f  th e  s ta te 's  
200-mile te rr ito r ia l w a te rs  a n d  fu rth e r  
d ev e lo p m en t in  th e  su r im i in d u s try .

B u t a ll th e  focus c a n ’t  re m a in  co n ­
c e n tra te d  o n  th e  U n ite d  S ta te s  or 
d om estic  m a rk e ts . Jo c k  Bays th e  lo n g ­
te rm  ou tlook  m u s t  in c lu d e  an a ly z a - 
t io n  o f th e  o v e rse a s  m a rk e ts  a n d  
w h a t p ro d u c ts  w ill se ll th e re .

T o  do  t h a t  U .S . v e n d e rs  m u s t  pro­
v id e  th e  q u a lity , h e  sa y s .

“ S u ccess  is  on  se c o n d a ry  p ro cess­
in g ,” sa id  th e  v ice  p re s id e n t. “T h e re

m u s t b e  m o v em en t bey o n d  ju s t  th e  
su p p ly in g  o f  fre sh  f ish  a n d  t h a t ’s  
p re p a r in g  i t  fo r th e  co n su m er."

H e c a lls  th e  J a p a n e s e  m a rk e t, for 
in s ta n c e , q u ite  d e m a n d in g . T h e  m a r­
k e t h a s  rig id  s ta n d a rd s  fo r q u a lity .

E v e n tu a lly , K eyC orp  p la n s  to  ex­
p a n d  th e  in te rn a tio n a l  b a n k in g  seg ­
m e n t in to  m ore  o f  i ts  locations.

“ I th in k  ( th e  b a n k ’s in te rn a tio n a l  
effo rt) is  g o in g  to  a ll lo ca tio n s  b u t 
th e re ’s  n o  q u es tio n  in  m y  m in d  th a t  
A la sk a  p re se n ts  th e  b ig g e s t oppor­
tu n ity  a n d  b ig g e s t c h a lle n g e ,”  h e  
s a id . “ I  th in k  th e  n u m b e rs  w ill b e a r  
o u t th is  o p tim ism  o f m in e ."

Jo c k  re c e n tly  tra v e le d  to th e  s ta te  
to  oversee th e  e s ta b lis h in g  o f  th e  new  
in te rn a tio n a l  d iv is io n . H e sa id  w h a t 
h e  sa w  ju s t  re in fo rced  h is  im p re s ­
s io n s  o f im p e n d in g  success. O ne  re a ­
so n  he  c ited  fo r  th is  o p in io n  w a s  th e  
low  do llar a n d  th e  perception  in  J a p a n  
a n d  o th e r  P a c if ic  R im  c o u n trie s  th a t  
A m erican  p ro d u c ts  a re  low  cost.

P r io r  to  i ts  acq u is itio n  by K eyC orp , 
J o c k ’s p a r t ic u la r  b a n k  h a d  a ll th e  
in te rn a tio n a l  b a n k in g  fac ilitie s  in  
p lace . W ith  th e  lin es  a lre a d y  e s ta b ­
lish ed , Jo c k  feels h is  b ra n c h  w ill be 
a b le  to  e a s ily  g u id e  th e  A la sk a  b a n k s  
in to  o p e ra tio n  a n d  do i t  qu ick ly .

“ T h e  k ey  is  n o w  be a b le  to  go a h e a d  
a n d  p rov ide  th e  se rv ice ,” h e  sa id .

P rom pt-P ro fess lona l-Q ua lity -Se rv lce  Guaranteed...

a d a m s
T E M P O R A R I E S
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issued by banks —

Sponsor: Sturgulewski and Pearce
Requestor: House Finance Committee
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PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 9 -  0.

CAPITAL |  0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

F U N D IN G : (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 0 n n n n
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FULL-TIME
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TEMPORARY

0 0 0 0 Q n
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1 IN  THE SENATE BY STURGULEWSKI AND PEARCE
2 SENATE B IL L  NO. 174
3 IN  THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE -  FIRST SESSION
5 A B ILL
6 F o r  an A c t e n t i t l e d :  "An A ct r e l a t i n g  t o  l e t t e r s  o f  c r e d i t  i s s u e d  by
7 b a n k s ."
8 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 *  S e c t i o n  1 . AS 0 6 . 0 5 . 2 7 5 ( a )  i s  amended t o  r e a d :

10 ( a )  A bank may i s s u e  and c o n f irm  l e t t e r s  o f  c r e d i t  a u th o r iz in g
11 th e  p r i n c i p a l  o r  b e n e f i c i a r y  t o  draw  upon th e  i n s t i t u t i o n ^  o r  i t s
12 c o r r e s p o n d e n t s . [A LETTER OF CREDIT SHALL EXPIRE BY ITS  TERMS WITHIN
13 ONE YEAR OF DATE OF ISSUANCE, BUT MAY BE RENEWED ON WRITTEN REQUEST OF
14 THE PR INC IPAL .]

S B 0 1 7 4 a - 1 - SB 1 74



SENATOR 
ARLISS STURGULEWSKI
Senate President P ro  Tempore 

Chairman, Senate Rules Committee

glatfka £§>tate legislature

Senate

2957 SHELDON JACKSON STREET 
ANCHORAGE. ALASKA 99508

While in Juneau 
P.O. BOX V 

JUNEAU. ALASKA 99811 
(907) 465*3818

M E M O R A N D U M  
TO:

J a n u a r y  9 ,  1 9 9 0
R e p r e s e n t a t i v e  Lyman H o f fm a n ,  C o -C h a i rm a n  
R e p r e s e n t a t i v e  R on  L a r s o n ,  C o -C h a i rm a n  
H ou se  F i n a n c e  C om m it te e

FROM: S e n a t o r  A r l i s s  S t u r g u l e w s k i ,  C h a i rm a n
S e n a t e  R u l e s  C om m it te e

RE : SB  1 7 4  "An A c t  r e l a t i n g  t o  l e t t e r s  o f  c r e d i t  i s s u e d  b y
b a n k - . . "

T h i s  b i l l  i s  a  s t r a i g h t  f o r w a r d  a p p r o a c h  t h a t  w o u ld  c o r r e c t  a 
d i s p a r i t y  b e tw e e n  s t a t e  c h a r t e r e d  b a n k s  an d  n a t i o n a l l y  c h a r t e r e d  
b a n k s .  P r e s e n t l y  t h e r e  i s  n o  t im e  l i m i t  o n  L e t t e r s  o f  C r e d i t  
i s s u e d  b y  n a t i o n a l l y  c h a r t e r e d  b a n k s  b u t  s t a t e  c h a r t e r e d  b a n k s  h a v e  
b e e n  l i m i t e d  t o  o n e  y e a r  o n  l e t t e r  o f  c r e d i t .  S e n a t e  B i l l  1 7 4  i s  
s u p p o r t e d  b y  t h e  d i r e c t o r  o f  t h e  A l a s k a  D i v i s i o n  o f  B a n k i n g .  I t  
h a s  a z e r o  f i s c a l  n o t e .
T h e r e  h a s  b e e n  n o  o p p o s i t i o n  t o  t h i s  b i l l  a n d  i t  h a s  b e e n  t h r o u g h
t h e  S e n a t e  L a b o r  a n d  Commerce an d  F i n a n c e  C o m m i t t e e s  an d  t h e  H ou se  
L a b o r  a n d  Commerce an d  J u d i c i a r y  c o m m i t t e e s .
S i n c e  t h e r e  i s  n o  f i s c a l  im p a c t  a n d  t h e  H ou se  F i n a n c e  C o m m i t t e e  i s  
t h e  l a s t  c o m m i t t e e  o f  r e f e r r a l ,  I  w o u ld  l i k e  t o  r e q u e s t  t h a t  y o u
g i v e  c o n s i d e r a t i o n  t o  an  e a r l y  h e a r i n g  o f  SB 1 7 4 .
T h a n k  y o u .
A t t a c h m e n t s



M W :

SB*174r— ?A n Act re la tin g  to-letters of c red it issued  by banks."

- T h ed ep artm en t-u rg esp assag e  of SB 174 a s  i t  w ill provide parity  betw een s ta te  
•r !  and-nationally  chartered  banks in  providing le tte rs  o f credits; B anks opera ting  
.,^ -rw ith  na tional ch arte rs  have no tim e restric tions concerning le tte rs  of credit. 
1.. SB-174-deletes the-tim e-restrictions iro m A lask a  law.   .

B anks and  th e ir  .custom ers have been a t  a  d isadvantage w hen th e ir  business 
som etim es re q u ire s ie tte rs  accred it for ..greater periods th a n  one year. T his m ay 
be a  common, requ irem en t J n . governm ental construction contracts and  export 
tran sac tions w ith  long .contract periods. ........... .....  ....... ... .............. .

T his type of b an k  function is  considered lending  an d  is regulated  and exam ined 
for sound lending  practices^ L e tte rs  of cred it do convey.elem ents of r isk  b u t a re  

provided to . a .b a n k ’s .  custom ers. w ith  long-term  satisfactory  cred it

c^^erC ulieff^C om m issioner 
a rtm en t o f Commerce and  EandEconom ic

D evelopm ent .

LM/WFK/dgl3399D 
022389a . - • —



K e y  B a t i k  o f  A l a s k a
A KeyCotp Bank

Posl Office Box 10W20 
Anchorage. Alaska 9 9 5 10 0 4 2 0  
(907 )562-6100

jOnr
I RANK

F e b r u a r y  2 3 ,  1 9 8 9

M r . F r a n k  Homan 
P r o f e s s i o n a l  A s s i s t a n t  
O f f i c e  o f

S e n a t o r  A r l i s s  S t u r g e l e w s k i  
P .O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

H e :  SB 1 7 4  -  L e t t e r s  o f  C r e d i t
D e a r  M r .  Homan :

T h i s  l e t t e r  w i l l  d e s c r i b e  b r i e f l y  l e t t e r s  o f  c r e d i t  a n d  
e x p l a i n  why we s u p p o r t  SB 1 7 4  w h ic h  amends A l a s k a  S t a t u t e  
0 6 . 0 5 . 2 7 5 ( a )  t o  r em o v e  i t s  d u r a t i o n a l  l i m i t  on  l e t t e r s  o f  c r e d i t  
i s s u e d  b y  s t a t e  b a n k s .

A l e t t e r  o f  c r e d i t  i s  t h e  u n d e r t a k i n g  b y  a  b a n k  t o  p a y  t h e  
p e r s o n  t o  whom t h e  l e t t e r  o f  c r e d i t  i s  i s s u e d  ( t h e  b e n e f i c i a r y )  
u p on  p r e s e n t a t i o n  o f  a  d r a f t  o r  o t h e r  d o c u m e n t a r y  demand s p e c i f i e d  
i n  t h e  c r e d i t .  T he  b a n k ’ s  c u s t o m e r  ( t h e  a c c o u n t  p a r t y )  r e q u e s t s  
i s s u a n c e  o f  t h e  l e t t e r  o f  c r e d i t  a n d  s p e c i f i e s  t h e  t e rm s  o f  t h e  
c r e d i t ,  b a s e d  on  t h e  b e n e f i c i a r y ' s  r e q u i r e m e n t s .  I f  t h e  l e t t e r  o f  
c r e d i t  i s  d raw n  u p o n ,  t h e  a c c o u n t  p a r t y  ( t h e  b a n k ’ s  c u s t o m e r )  h a s  
a n  u n q u a l i f i e d  o b l i g a t i o n  t o  p a y  t h e  b a n k .

L e t t e r s  o f  c r e d i t  f a l l  i n t o  tw o  g e n e r a l  c a t e g o r i e s .  
C o m m e r c i a l  l e t t e r s  o f  c r e d i t  a r e  t h e  t y p e  w h ic h  a r e  f r e q u e n t l y  u s e d  
i n  f o r e i g n  t r a d e .  T h e r e ,  t h e  b a n k  a g r e e s  t o  p a y  u p o n  r e c e i p t  o f  a 
d r a f t  a n d  a c c o m p a n y in g  d o c u m e n t s  w h ic h  o f t e n  r e p r e s e n t  t - t l e  t o  
g o o d s  i n  s h i p m e n t .  The b a n k  c o m p a r e s  t h e  d o c u m e n t s  wii.:'a t h e  
r e q u i r e m e n t s  o f  t h e  l e t t e r  o f  c r e d i t  a n d ,  i f  t h e y  a r e  i n  
c o n f o r m i t y ,  p a y s  t h e  d r a f t .  A s t a n d b y  l e t t e r  o f  c r e d i t  i s  u s u a l l y  
i s s u e d  s o  t h a t  t h e  b e n e f i c i a r y  h a s  a s o u r c e  o f  p a ym e n t  i f  t h e  
a c c o u n t  p a r t y  d e f a u l t s  on  some o b l i g a t i o n  t o  t h e  b e n e f i c i a r y .  i t  
a c t s  a s  s e c u r i t y  f o r  some p e r f o r m a n c e  b y  t h e  a c c o u n t  p a r t y .  O nce  
a g a i n ,  t h e  b a n k  d o e s  n o t  make a n y  d e c i s i o n  a b o u t  t h e  f a c t s  o f  t h e  
t r a n s a c t i o n ,  b u t  s im p l y  p a y s  i f  i t  r e c e i v e s  a  d r a f t  a n d  d o c u m e n t s  
( f r e q u e n t l y  a c e r t i f i c a t i o n  b y  t h e  b e n e f i c i a r y )  a s  r e q u i r e d  b y  t h e  
t e rm s  o f  t h e  l e t t e r  o f  c r e d i t .  I n  e i t h e r  t y p e ,  t h e  d o l l a r  am ou n t  
o f  t h e  c r e d i t  i s  l i m i t e d .

w«8\pn.3 
letters.era

In vo lved  Ir.novahve P ro fessiona l.



T h e r e  e x i s t s  a  c o m p e t i t i v e  i n e q u a l i t y  b e tw e en  n a t i o n a l  an d  
s t a t e  b a n k s  i n  d u r a t i o n a l  l i m i t a t i o n s  o n  s t a n d b y  and  c o m m e r c i a l  
l e t t e r s  o f  c r e d i t  d e t r i m e n t a l  t o  s t a t e - c h a r t e r e d  b a n k s .

T h e r e  i s  n o  d u r a t i o n a l  l i m i t a t i o n  o n  l e t t e r s  o f  c r e d i t  w h ic h  
n a t i o n a l  b a n k s  may i s s u e ,  b u t  AS 0 6 . 0 5 . 2 7 5 ( a )  l i m i t s  s t a t e -  
c h a r t e r e d  b a n k s '  l e t t e r s  o f  c r e d i t  t o  a  d u r a t i o n  o f  o n e  y e a r .  I t  
i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  o r i g i n a l  l e g i s l a t i v e  p u r p o s e  i n  
a d o p t i n g  t h i s  s t a t u t e  w as  " t o  im p r o v e  t h e  c o m p e t i t i v e  b a l a n c e  
b e tw e e n  s t a t e  a n d  n a t i o n a l  b a n k s . "  1 9 7 0  H o u s e  J o u r n a l  1 0 8 5 .

I t  h a s  b e e n  d e m o n s t r a t e d  t h a t  d u r a t i o n a l  l i m i t s  t h w a r t  
c o m p e t i t i v e  e q u a l i t y  b e tw e e n  s t a t e  a n d  n a t i o n a l  b a n k s  i n  t h e  
m a r k e t i n g  and  p r o v i d i n g  o f  l e t t e r s  o f  c r e d i t  a c c o r d i n g  t o  c u s t o m e r  
r e q u i r e m e n t s .  T h i s  i s  p a r t i c u l a r l y  t r u e  w h e re  t h e  b e n e f i c i a r i e s  
a r e  g o v e r n m e n t  a g e n c i e s ,  m u n i c i p a l i t i e s ,  t h e  A l a s k a  C o u r t  S y s t e m ,  
b o n d i n g ,  s u r e t y ,  a n d  i n s u r a n c e  c o m p a n i e s .  T h e y  a r e  b e n e f i c i a r i e s  
o f  l e t t e r s  o f  c r e d i t  f o r  a v a r i e t y  o f  r e a s o n s  s u c h  a s  t o  s e c u r e  
c o m p l e t i o n  o f  u t i l i t y  i n f r a s t r u c t u r e  c o n s t r u c t i o n  on  s u b d i v i s i o n s ,  
a p p e a l  b o n d s ,  a n d  a s  s e c u r i t y  f o r  c a s h  f l o w  r e q u i r e m e n t s  f o r  d e b t  
s e r v i c e  o f  t e rm  l o a n s  t o  o p e r a t i n g  b u s i n e s s e s  o r  in c om e  p r o p e r t y  
c o n s t r u c t i o n  p r o j e c t s .  T h o s e  b e n e f i c i a r i e s  i n  p a r t i c u l a r  h a v e  n o  
r e a s o n  t o  n e g o t i a t e  w i t h  s t a t e  b a n k s  f o r  l e t t e r s  o f  c r e d i t  a s  t h e y  
may s im p l y  g o  t o  n a t i o n a l  b a n k s  w i t h o u t  h a v i n g  t o  a d d r e s s  t h e  i s s u e  
o f  d u r a t i o n a l  l i m i t a t i o n s .  F u r t h e r ,  m o s t  s u c h  b e n e f i c i a r i e s  a r e  
t o t a l l y  i n f l e x i b l e  i n  t h e i r  r e q u i r e m e n t s  and  w i l l  n o t  e v e n  c o n s i d e r  
d u r a t i o n a l  r e q u i r e m e n t s .  T h e y  s im p l y  a v o i d  t h e  i s s u e  b y  o b t a i n i n g  
t h e i r  l e t t e r s  o f  c r e d i t  e l s e w h e r e .  As t o  c o m m e r c i a l  l e t t e r s  o f  
c r e d i t ,  t h e r e  a r e  s i t u a t i o n s  i n  w h ic h  t h e  o n e - y e a r  l i m i t a t i o n  w o u ld  
e x c l u d e  t h e i r  u s e  i n  c o n n e c t i o n  w i t h  m a n u f a c t u r e d  g o o d s  a n d  
e q u i p m e n t  a n d  i n  c o n n e c t i o n  w i t h  s om e  e x p o r t  s i t u a t i o n .  
A c c o r d i n g l y ,  s t a t e  b a n k s  c a n n o t  a lw a y s  s e r v i c e ,  t h e i r  g o o d  c u s t o m e r s  
a s  c a n  n a t i o n a l  b a n k s .

L e t t e r s  o f  c r e d i t  a r e  e x t e n s i o n s  o f  c r e d i t  n o t  b a s i c a l l y  
d i f f e r e n t  t h a n  a n y  l o a n  o r  a  l o a n  c om m itm en t  and  a r e  a n a l y z e d  and  
u n d e r w r i t t e n  l i k e  a  l o a n  o r  l o a n  c om m itm e n t .  M o s t  a r e  s e c u r e d .  I f  
n o t  s e c u r e d  t h e y  a r e  s u p p o r t e d  b y  a d e q u a t e  f i n a n c i a l  s t a n d i n g  o f  
t h e  a c c o u n t  p a r t y  o n  w h o se  b e h a l f  t h e y  a r e  i s s u e d  i n  t h e  same 
m a n n e r  a s  a n  u n s e c u r e d  l o a n .  A d e q u a t e  i n t e r n a l  l e n d i n g  an d  
u n d e r w r i t i n g  p o l i c i e s  a n d  p r o c e d u r e s ,  c o m p e t e n t  b a n k  m an ag em en t ,  
i n t e r n a l  f i n a n c i a l  r e v i e w  a n d  r e p o r t i n g  r e q u i r e m e n t s  a n d  
p r o c e d u r e s ,  a n d  b a n k  e x a m i n a t i o n s  b y  r e g u l a t o r s  a r e ,  l i k e  l o a n s ,  
t h e  m ean s  o f  c o n t r o l l i n g  an d  m a i n t a i n i n g  s o u n d  b a n k i n g  p r a c t i c e s  i n  
i s s u i n g  l e t t e r s  o f  c r e d i t .  D u r a t i o n a l  l i m i t a t i o n s ,  h o w e v e r ,  a r e  
i r r e l e v a n t  t o  p r e v e n t i n g  u n s o u n d  ban), i n g  p r a c t i c e s  o r  t o  e n s u r i n g  
s o u n d  b a n k i n g  p r a c t i c e s  a t  t h e  m o s t  c r i t i c a l  t im e s  -  when t h e  
l e t t e r s  o f  c r e d i t  a r e  i s s u e d  a n d  d u r i n g  t h e  p e r m i t t e d  p e r i o d .  T h e y  
o n l y  s h u t  t h e  d o o r  a f t e r  t h e  h o r s e  i s  o u t  a t  t h e  e x p e n s e  o f  
p r e v e n t i n g  s t a t e - c h a r t e r e d  b a n k s  f r o m  c o m p e t i n g  e q u a l l y  w i t h  
n a t i o n a l  b a n k s .



A c c o r d i n g l y ,  i t  i s  re com m ended  a n d  u r g e d  t h a t  SB  1 7 4  
a d o p t e d  t o  d e l e t e  t h e  s e c o n d  s e n t e n c e  o f  AS 0 6 . 0 5 . 2 7 5 ( a )  
u n n e c e s s a r y  and  a n t i c o m p e t i t i v e .
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K e y  B a n k  o f  A l a
A KeyCorp BenH

Pom Office Box 100420 
Anchorage. Alaska 80510-0420 
(907) 562-6100

January 24, 1990

B A N K

Representative Lyman Hoffman, Co-Chairman
House Finance Coaaittae
Alaska state Legislature-
Box V ';X.
Juneau, Alaska 99811

BL i.
Dear Representative Hoffaan:

I am writing to express Key Bank of Alaska's support of SB 174 which 
proposes to amend Alaska Statue 06.05.275. The proposed amendment 
will he of great benefit to the bank because it eliminates the one 
year maturity requirement on letters of credit, a limitation which 
does not constrain our nationally chartered competitors.

In the past, Alaska Pacific Bank's ("APB") affiliate, 1st National 
Bank of Fairbanks, issued letters of credit with a duration beyond 
one year on behalf of APB, With the merger of these two banks and 
the subsequent retention of a state charter, suddenly this issue 
became a problem for the bank, now known *s Key Bank of Alaska.

Many situations arise wherein our customers require letters of credit 
extending beyond one year. Beneficiaries typically requiring terms 
beyond one year include government agencies, (ie. Corps of 
Engineers), municipalities, the Alaska Court System, bending, surety 
and insurance companies, large oil companies (ie. Texaco, Exxon), and 
other banks or long term leaders. For example, the Municipality of 
Anchorage requires a performance bond or standby letter of credit 
guaranteeing the work of a contractor (our customer) for us much as a 
year after construction work has been completed. Generally, the 
letter of credit is less expensive than the performance bond. Often, 
the letter of credit language ie presented to us on an "all or 
nothing" basis, with no negotiation with the beneficiary possible. 
Surety* and municipalities are the most Inflexible with regard to 
this. Thus, without the ability to issue a letter of credit with a 
maturity extending beyond one year, we are unable to meet our 
customers' needs, clearly placing us at a competitive disadvantage.

We would appreciate an early hearing as it is important to have this 
legislation passed this session. I would be more than happy to 
provide you with any further information or clarification on this 
issue if necessary.

Sincerely,

Elix^ftth Setzer 
Vice President Involved innovative ProleMional.

c t :  l $ / ( l  6 i r < t n e t t i t s c c c J z  * & s u - e l < i y
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Initial Issue

beverage dispensary
restaurant or eating place

club license
brewery

package store
commo'; carrier

recreational site

pub license

winery

caterer's permit 
special events permit 

community license 

club caterer's permit 

theatre site license 

restaurant caterer's permit

assume 2 signs per premises (avg.)

689
319
87

2
471

158

19

1
0

663

110
3

50 est. 

2 est. 
14

2,588 

x 2 

5,176

Annual Issue

caterer's permits 
special events permits 

club caterer's permit 
restaurant caterer's permit 

wear and teat

approximately 50%

575
120
50
25

500

1,370

Approx. $300 per thousand (per PIF) 
Initial: $300 x 5,176

Postage
Annual: $300 x 1.370

Envelopes

Letters

Initial: 1.05 for 2 signs x 2,588

Annual: .85 for 1 sign x 1,370

Initial: 2,588 x .12

Annua 1: 1 ,370 x .12

Initial 

1,553 

2,717

311

26

Annual

411

1,164

164

4 , 6 0 7 1 , 7 3 9



Official Business

S e n a t e

Comm ittee  on f i n a n c e

Pouch V 
S tate  Capitol 

Juneau , Alaska 99811

LETTER  OF IN TENT  

FOR

CS FOR SENATE B I L L  NO. 1 7 5  ( F INA N C E )

W i t h  t h e  p a s s a g e  o f  t h i s  l e g i s l a t i o n ,  i t  i s  t h e  i n t e n t  
o f  t h e  L e g i s l a t u r e  t h a t  t h e  A l a s k a  W o m e n ' s  C o m m i s s i o n  i n c l u d e ,  i n  
t h e i r  n e x t  g e n e r a l  m a i l i n g  t o  A l a s k a  w om en ,  l i t e r a t u r e  e x p l a i n i n g  
t h e  e f f e c t s  o f  f e t a l  a l c o h o l  s y n d r o m e ,  s u c h  a s  t h a t  p r e p a r e d  b y  
t h e  M a r c h  o f  D im e s  B i r t h  D e f e c t s  F o u n d a t i o n .

S e n a t o r / R i c k  U e h l i n g  
C o - c h a i r  
A p r i l  4 ,  1 9 8 9
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IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 175 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act requiring the holder of a license or permit

related to selling or serving alcohol to post signs 

warning patrons that consumption of alcohol during 

pregnancy can cause birth defects."

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

* Section 1. AS 04.16.180(a) is amended to read:

(a) Except as provided in AS 04.11.015_j_ [AND] AS 04.16.200 -

04.16.210, and AS 04.21.065, a person who violates a provision of this

title or a regulation adopted by the board is guilty, upon conviction, 

of a class A misdemeanor. Each violation is a separate offense.

* Sec. 2. AS 04.21 is amended by adding a now section to read:

Sec. 04.21.065. POSTING OF WARNING SIGNS. (a) A  holder of one 

of the following types of licenses or permits shall post on the li­

censed or designated premises a warning sign or signs as described in

(b) of this section:

(1) beverage dispensary license;

(2) restaurant or eating place license;

(3) club license;

(4) brewery license; this paragraph applies only to a 

brewery that permits a person to sample portions of the brewery's 

product;

(5) package store license;

(6). common carrier

Original sponsors:



(8) community liquor license;

(9) pub license;

(10) winery license; this paragraph applies only to a winery 

that permits a person to sample portions of the winery's product;

(11) caterer's permit;

(12) special events permit;

(13) conditional contractor's permit;

(14) another license or permit issued by the board authoriz­

ing consumption of alcoholic beverages.

(b) A  warning sign required by (a) of this section must be at 

least eight and one-half inches by 11 inches. The sign must read 

"WARNING: Drinking alcoholic beverages such as beer, wine, wine

coolers, and distilled spirits during pregnancy can cause birth de­

fects." The license or permit holder shall display the signs in a 

manner that will make them conspicuous to a person purchasing or 

consuming alcoholic beverages on the licensed or designated premises.

(c) The board shall furnish a sign required under this section 

to a person who requests it with the intention of displaying it.

(d) A  peace officer may issue a citation for a violation of this

section. The provisions of AS 12.25.180(b) and 12.25.190 - 12.25.230

apply to the issuance of a citation under this subsection.

(e) An employee of the board designated by the board to enforce 

this section may issue a citation for a violation of this section 

regardless of whether the violation was committed in the employee's 

presence. A  citation issued under this subsection must be in the same 

form and shall be processed in the same manner as a citation issued by 

a peace officer under (d) of this section. An employee of the board 

may not arrest a person for a violation of this section.

( f )  A h o l d e r  o f  a l i c e n s e  o r  p e r m i t  who v i o l a t e s  t h i s  s e c t i o n  i s



guilty of a violation as defined in AS 11.81 .900(b) and upon convic­

tion is punishable by a fine of not less than $20 nor more than $300. 

Each day a violation continues after a citation for the violation has 

been issued constitutes a separate violation.

(g) The supreme court shall establish a schedule of bail amounts 

for violations of this section. The bail amount may not exceed the 

maximum fine that may be imposed for the violation under (f) of this 

section. The bail amount for a violation must appear on the citation.

(h) A  person cited for a violation under this section may, 

within 15 days after the date of the citation, mail or personally

deliver to the clerk of the court in which the citation is filed

(1) the amount of bail indicated on the citation for the 

violation; and

(2) a copy of the citation indicating that the right to an 

appearance is waived, a plea of no contest is entered, and the bail is 

forfeited.

(i) When bail has been forfeited under (h) of this section, a 

judgment of conviction shall be entered. Forfeiture of bail is a 

complete satisfaction for the violation. The clerk of the court

accepting the bail shall provide the violator with a receipt stating 

that fact.

( j )  I f  t h e  p e r s o n  c i t e d  f a i l s  t o  p a y  t h e  b a i l  am oun t e s t a b l i s h e d  
u n d e r  ( g )  o f  t h i s  s e c t i o n  o r  t o  a p p e a r  i n  c o u r t  a s  r e q u i r e d ,  t h e  
c i t a t i o n  i s  c o n s i d e r e d  a  summons f o r  a  m i s d e m e a n o r .

(k) A  person may not be fined more than once for each violation

of this section.

(1) The board or any affected party may institute an action in 

the superior court to enjoin repeated violations of this section.

(m) Notwithstanding AS 04.11.370, the board may not suspend or



revoke a license or permit for a violation of this section.

* Sec. 3. AS 12.25.190(c) is amended to read:

(c) The person cited for the crime shall give a written promise 

to appear in court by signing at least one copy of the written cita­

tion prepared by the peace officer and the officer shall deliver a 

copy of the citation to the person. The written promise requirement

of this subsection does not apply to motor vehicle and traffic cita­

tions for which a bail or fine schedule has been established under

AS 28.05. 151 , fish and game citations for which a bail schedule has

been established under AS 16.05.165, citations issued under AS 04.21.- 

065, citations issued under AS 18.35.341 , citations issued in state 

park and recreational facilities under AS 41.21.960, or littering 

citations issued under AS 46.06.080.



S e n a t o r  P a u l  F i s c h e r  
A p r i l  4 ,  1 9 8 9
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PROPOSED SENATE FINANCE COMMITTEE 
LETTER OF INTENT 

FOR
SENATE B I L L  1 7 5

W i t h  t h e  p a s s a g e  o f  S e n a t e  B i l l  1 7 5  ( r e q u i r i n g  t h e  h o l d e r  o f  a 
l i c e n s e  o r  p e r m i t  r e l a t e d  t o  s e l l i n g  o r  s e r v i n g  a l c o h o l  t o  
p o s t  s i g n s  w a r n i n g  p a t r o n s  t h a t  c o n s u m p t i o n  o f  a l c o h o l  d u r i n g  
p r e g n a n c y  c a n  c a u s e  b i r t h  d e f e c t s )  i t  i s  t h e  i n t e n t  o f  t h e  
L e g i s l a t u r e  t h a t  t h e  A l a s k a  W om en 's  C o m m is s io n  i n c l u d e  i n  t h e i r  
n e x t  g e n e r a l  m a i l i n g  t o  A l a s k a  women, l i t e r a t u r e  e x p l a i n i n g  t h e  
e f f e c t s  o f  F e t a l  A l c o h o l  S y n d r o m e ^ a s ^ jS r e p a r e d  b y  t h e  M a rc h  o f  
D im es  B i r t h  D e f e c t s  F o u n d a t i o n .



Senate Advisory Council

•ft ' "

P.O. Box V 
State Capitol 

Juneau, A laska 99811 
Phone: (907) 465-3114

M EMORANDUM

TO: Senator Johne Binkley

A laska State Senate

FROM: Maureen Weeks

Senate Advisory Council

DATE: February 17, 1989

SUBJECT: Economic impact of Fetal Alcohol Syndrome; IR # 89-100015

An estimated 29 babies with Fetal Alcohol Syndrome (FAS) are born in Alaska 

annually; of these 26 survive the first year. Two to 15 times this many babies 

are born with a lesser set of symptoms known as Fetal Alcohol Effects (FAE). 

Babies exposed to alcohol before birth may be too small when they are born. Just 

ten years ago almost all low birthweight babies died at birth. Today, 

increasingly expensive medical technology saves the lives of four out of five 

but cannot correct many defects already caused by alcohol. Fifty-eight percent 

of both FAS and FAE patients have IQ's below 70 (classified as Developmentally 

Disabled). C onservatively estimated, the lifetime cost per A laska FAS birth is 

$1.4 million. Lifetime cost for Alaska FAS babies born each y e a r  is $39.8 

mill ion.

. ' C o n o f i / i c ,  g j i V P f i c r  r j P  F c _ t a l



Senator Johne Binkley
February 17, 1989
Page 2

These are selected medical and social costs only; they do not include, among 

other things, costs of welfare, the justice system, mild physical problems, mild 

learning disabilities or loss of a useful member of society.*

A table of costs associated with FAS and FAE follows page 18 of this report.

I. BACKGROUND.

Fetal Alcohol Syndrome (FAS) is caused when the alcohol which a pregnant woman 

drinks damages the brain and body # f  the fetus as it develops. Until 1973, 

alcohol was not suspected as toxic to an unborn baby. Respected medical 

authorities told pregnant women that the placenta protected their fetuses from 

harmful substances. Today we know these authorities were wrong. Babies who are 

exposed to alcohol before they are born can be irreversibly harmed for the rest 

of their lives.

The damage done by alcohol has profound implications for the victim and society. 

The harmful effects of alcohol on the fetus last a lifetime. A  common problem 

is mental retardation. T he average IQ of FAS patients is 66. Almost every child

Harwood and Napolitano estimate direct average lifetime costs at $405,000 

per person and indirect costs at $191,000, in 1980 dollars. Adjustment for 

inflation and cost of living differences (3 percent per year and 30 percent) 

yields direct costs of $528,000 and indirect costs of $249,000, for a total of 

$ 1 , 0 1 0 , 000/person, A laska 1989. Total costs for 29 Alaska FAS births would be 

$29,290,000. (A 30 percent increase is conservative; the Bureau of Labor 

Statistics reports that medical services increased by 83.5 percent in Anchorage 

between 1980 and 1988.) It should be noted that some costs in the Harwood study 

are much less than A laska costs. For example, intensive care hospitalization 

is estimated n a t i onwide at $2,500 per infant v. $ 1 2 0 , 000/year per infant in 

Alaska; i n s t i t u tionalization is estimated at $ 2 5 , 000/year nationwide v. $109,000 

in Alaska.



: ■■■ ■
'

Senator Johne Binkley
February 17, 1989
Page 3

or adult with FAS needs lifelong care, supervision or support from family and 

society. Those most severely affected may spend their lives in institutions. 

Some suffer physical anomalies such as heart problems, cleft palate, kidney 

problems, blindness and deafness.

Few, if any, families can pay the enormous costs of supporting an FAS child or 

adult. Babies born with FAS may need intensive hospital care at birth at an 

average cost of $2,400 a _ d a y . One in eight children born with FAS have cleft 

palates, requiring surgeries costing up to $75,000 and long term speech therapy 

twice or three times a we e k  at $96 an hour. Fifty-eight percent of patients with 

FAS have IQ's below 70 and as such are classified as developmentally disabled. 

Cost of special education for a severely retarded child is $20,000 a year. 

Average annual cost for each FAS patient in an institution is $109,000.

Two national studies of the economic impact of Fetal Alcohol Syndrome have been 

published since the syndrome was discovered in 1973. Harwood and Napolitano in 

1985 found the U.S. spends up to $108.8 million a y e a r  on FAS births; Abel and 

Sokol in 1986 found annual costs of $321 million a year. This report adapts 

the more conservative Harwood and Napolitano study to Alaska.
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II. INCIDENCE OF FAS AND FAE

An estimated 29 Alaska babies are born a year with FAS. Experts believe between 

two and 15 times that many FAE babies are born annually.

A  diagnosis of FAS requires signs in three areas:

(1) Pre a.id/or post natal growth retardation (weight, length, and/or head 

circumference below the tenth percentile).

(2) Central nervous system problems (neurological abnormality, 

developmental delay, or intellectual impairment.

(3) Characteristic facial features (including small eyes, crossed eyes, 

short nose, or abnormalities of the mouth such as cleft palate).

FAS m ay be difficult to identify, especially among newborns. The identifying 

facial features may not be easily recognized and mental retardation may not be 

identified until years after birth.

U.S. researchers speculate that some racial groups, such as certain American 

Indian tribes, m a y  be at greater risk for FAS than the population as a whole. 

n 1982-83 study of Indians on 26 reservations in New Mexico, Colorado, Utah and 

Ar i zona showed a wide variation in prevalence of FAS among cultural groups. For 

example, among Navajo Indians, the incidence was 1.4 FAS cases per 1,000 births; 

among Pueblo Indians it was 2 per 1,000 births and among Plains Indians it was

9.8 per 1,000 births.

Dr. James Berner of the Native Health Service, and Vicki Hild, FAS Coordinator 

for the Alaska Native Health Board, report statewide incidence of FAS between
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1981 and 1988 at 4.2 per 1,000 live births. At an average of 2,700 deliveries 

annually, this would be about 12 FAS Native births a year.

The estimate comes from an Alaska Area Native Health Service survey of Alaska 

Native children born between 1981 and 1988. The study shows that the highest 

recorded FAS rate among any population in the world is in the Copper River area 

of Alaska: 250 FAS cases per 1,000 births (or one in every four births).

Estimated incidence among Alaska Natives in other areas:

Sitka region: 2.1 FAS cases per 1,000 births

Bethel region: 3.5 FAS cases per 1,000 births

Anchorage: 3.8 FAS cases per 1,000 births

Nome region: 4.0 FAS cases per 1,000 births

Tanana Chiefs: 5.9 FAS cases per 1,000 births

It would be a mistake to ignore FAS among non-Native Alaskans. Data shows, for 

example, that one non-Native woman in Southcentral Alaska has produced seven 

children with FAS. No one has studied the incidence of FAS among non-Native 

Alaskans. Indeed, relatively few studies of the incidence of FAS among the 

general population have been done in the U.S. The literature commonly estimates 

overall FAS prevalence at from 1 to 3 cases per 1,000 live births (see Sixth 

Special Report to the U.S. Congress on Alcohol and H e a l t h . January 1987). 

Estimates in U.S. cities show:

Cleveland (1973-79) .4 FAS cases per 1,000

Cleveland (1979-82) 3.0 FAS cases per 1,000

Seattle (1978) 1.3 FAS cases per 1,000

Boston (1977) 3.1 FAS cases per I.000

Boston (1983) 2.1 FAS cases per 1,000
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include:

1.6 FAS cases per 1,000 births 

1.4 cases per 1,000 births

1.3 cases per 1,000 births

2.9 cases per 1,000 births.

Abel and Sokol added together all FAS births reported worldwide in text or by 

personal communication and found a worldwide incidence of 1.9 FAS cases per 1,000 

live births. Rates were higher in North America (2.2 cases per 1,000 live 

births) than in Europe and other countries (1.8 cases per 1,000 live births). 

They believe site, economic class and culture affect the reported FAS rate. Hi 1 d 

and Berner place national incidence at 1.7 per 1,000 live births. This study 

will use that conservative estimate. At an average of 10,000 deliveries 

annually, this would be about 17 non-Native babies born with FAS in Alaska a 

year. Added to the estimated 12 Native births, this brings the total Alaska 

FAS births per y e a r  to 29 babies. Of these, 26 babies survive their first year. 

See Table 1.

In the 16 years since U.S. doctors recognized that alcohol harms the fetus, 

researchers have concentrated on the more serious illness, FAS. However, 

patients with FAE have an average IQ of 73 and researchers now believe that in 

addition to lowered IQ, FAE'causes hyperactivity, learning disorders, speech and 

hearing problems, perceptual problems and short attention span, among other 

problems. In some cases, these signs may not become evident until the child has

trouble in school. Educators faced with a "difficult" child may not associate

school problems with prenatal exposure to alcohol.

Researchers disagree on the incidence of FAE. Ann Streissguth of the University 

of Washington Medical School, an associate of the U.S. discoverers of FAS, 

estimates that FAE occurs twice as often as FAS. The National Institute on

Estimates from Europe 

Sweden (1979)

France (1977-79)
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Incidence of FAS births in Alaska, 1988

Table 1

Native births:

Deliveries (a) 2,736

Ircidence of FAS births (b) 4.2/1000
Number of FAS births 12
(2736 x .0042 = 11.5)

Non-Native births:

Deliveries (a) 10,163

Incidence of FAS births (b) 1.7/1000
N umber of FAS births 17

(10163 x .0017 = 17.3)

Total FAS births: 29

First-year survivors:

Neonatal m o rtality rate, Alaska: (c) 5.1%

Neonatal survivors: 28

Postneoriatal m ortality rate: (c) 5.9%
FAS first-year survivors 26

(a) Alaska Vital Statistics 1 9 8 5 . Department of Health and Social Services, 
Juneau, 1988.

(b) J.E. Berner, "Update: Incidence of Fetal Alcohol Syndrome (FAS) In Alaska 

Natives", February 3, 1989.

(c) A laska Vital Statistics 1 9 8 5 . p. 7,
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Alcohol Abuse and Alcoholism reports a ten times increase and Sokol estimates 

much as a 15 times increase. Hi 1 d believes the incidence of FAE in Alaska 

is ten times that of FAS, or higher. In an effort to be conservative, this 

report will use the lowest estimate (twice FAS). At this rate, 58 Alaska FAE 

babies are born a year.

Table 2 shows the number of FAE births per yea r  at each estimate.

Table 2

Incidence of FAE, Alaska 1985 (a)

Estimate

increase
of times Number of FAE 
over FAS born/year

(FAS = 29/yr)

2 58

10 290

15 435

(a) Three estimates of the frequency of FAE are quoted in the literature:

2 times FAS: Ann P. Streissguth, Ph.d, of the U n i versity of Washington

Medical School. (Manual on Indian A dolescents and Adults with Fetal 

Alcohol S y n d r o m e . July, 1986, p. 4)

* 10 times FAS: National Clearinghouse for Alcohol Information at Rockville 

Maryland. (Fact S h e e t . December 1985). V. Hild, FAS coordinator for the 

Alaska Native Health Board, estimates the FAE incidence in Alaska exceeds 

10 times that of FAS.

* 15 times FAS: R.J. Sokol. ("Alcohol Abuse During Pregnancy: An

E pidemiologic Study", Alcoholism: Clinical and Experimental R e s e a r c h .

April 1980, p. 135-145.
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B. Medical costs associated with FAS and FAE.

FAS patients commonly require medical care for cleft palate, heart defects, 

kidney defects, visual and hearing defects, dental problems and skeletal and 

postural problems. When estimates of the prevalence of these anomalies are 

available, this report relies on Abel and Sokol, Harwood and Napolitano and Hild 

for accurate statistics. Unfortunately, the prevalence for the majority of 

physical problems has not been established and these costs are not be included 

in this report. Table 6 shows costs of selected physical disorders. Hospital 

costs are explained below.

Alcohol can lower birthweight even in babies who do not have FAS. Ruth Little 

reports that when a pregnant woman drinks one ounce of alcohol a day, 

birthweight can fall by 160 grams. Alcohol also lowers birthweight in the 

majority of FAS births. Low birthweight babies are at risk to need intensive 

care. Just ten years ago almost all low birthweight babies died at birth. 

Today, newborn intensive care saves the lives of four out of five. This intense 

early care is increasingly expensive and cannot correct the lifelong and 

expensive defects already caused by prenatal exposure to alcohol. In some 

cases, the d esperate effort to save a too-small baby's life adds to the 

irreversible burden of harm the child will carry with it for the rest of its 

life.

Abel and Sokol report that 79.8 percent of FAS babies are low birthweight (see 

Table 3). Of 29 Alaska babies born annually with FAS, 23 babies would be low 

birthweight. A laska vital statistics records show that 4.6 percent of babies 

are born low birthweight despite their prenatal care. Thus, one Alaska baby 

would be low birthweight despite the best prenatal care, leaving 22 Alaska 

babies whose low birthweight is due to FAS. Abel and Sokol report that 74.3 

percent o f  FAS low birthweight babies are moderately low birthweight, weighing 

between 1500 and 2500 grams. At this rate, 16 A l aska FAS babies would be
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m o d e rately low birthweight. The rest 

w eighing less than 1500 grams.

(six babies) are very low birthweight,

The National Institute of Medicine reports that 32.8 percent of moderately low 

birthweight babies need intensive care (see Table 4). O f  the 16 moderately low 

b irthweight Alaska babies, five would need intensive care. All of the very low

birthweight babies (six babies) would need intensive care. The total number of

FAS low birthweight babies needing intensive care is 11 per year. This estimate 

is corroborated by Dr. Jack Jacob, Providence Hospital neonatologist, who 

reports between ten and 15 FAS infants are treated in the intensive care unit 

each year.

Providence Hospital records show that in 1987, the average length of stay in 

intensive care for an FAS baby was 27 days and in 1988, it was 05 da y s . 2 

Average FAS hospital costs in 1987-88 were $99,740 per FAS child; average

neonatal physician fees for FAS infants were $11,065. These costs include all

hospital costs except transport, other physicians and anesthesiology. Total 

average cost of intensive care for one FAS baby is $110,805 per year. For 11 

low birthweight babies, it is $1,218,855 per year.

The Institute of Medicine estimates that 19 percent of all moderately low 

birthweight babies and 38:3 percent of very low birthweight babies must be 

rehospitalized during their first year. Streissguth of the University of 

W a s hington reports that it is "usual" for FAS babies to be rehospitalized for 

pneumonia and problems such as hip dysplasia; applying statistics for all low 

birthweight babies to FAS births may result in conservative estimates.

To compare, average length of stay for all low birthweight babies in the 

intensive care unit at Providence was 19.7 days in 1987 and 23.7 days in 1988.
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Using the Institute of Medicine averages for all low birthweight babies, one FAS 

moderately low birthweight baby would be rehospitalized for 12.5 days and two 

very low birthweight babies would be rehospitalized for 16.2 days. 

Hospitalization for children not in intensive care was about $900 a day at 

Providence Hospital in Anchorage in 1988. Rehospitalization for one baby for 

12.5 days is $11,250 and for two babies at 16.2 days it is $29,160. Total cost 

of rehospitalization for low birthweight FAS babies: $40,410. This does not

include physicians, surgery, special procedures or transportation. See Table

5.
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Low birthweight of FAS births, 

Alaska 1985

Table 3

Alaska Low Birthweight Births (under 2500 grams) due to FAS.

FAS births which are Low Birthweight:

Total FAS births:

%  FAS births which are under 2500 grams (a)

LBW babies in 29 FAS births:
(29 x .798 = 22.9)

Low Birthweight births not due to FAS:

%  Alaska LBW births under 2500 grams not due to FAS (b) 4.6%
4.6% x 23 = 1 LBW birth not due to FAS

LBW births due to FAS: 22
(23 x .046 = 1.1)

Weight distribution of Alaska FAS Low Birthweight births:

1500-2500 grams ( M L B W ) :

%  FAS births between 1500-2500 grams (a)
FAS MLB W  babies:

(22 x .743 = 16.4)

Under 1500 grams (VLBW): •

All other LBW babies are VLBW (under 1500 grams) 6

(a) Abel and Sokol, "Ii.cidence of Fetal Alcohol Syndrome and Economic Impact 
of FAS-Related Anomalies", Elsvier Scientific Publishers, Ireland, August, 1986, 
p. 58.

(b) If FAS were eliminated from Alaska, 4.6 percent of all births would still 

be low birthweight. Although they would still need treatment, the costs of 

their treatment should not be attributed to FAS. This number is the solution 

to the following equation: 4.8% x 12,900 births = 79.8% x 24.6 FAS births + p 

x 12,869 non-FAS births, where 4.8% is low birthweight rate in Alaska; 12,900 

is number of A laska births in 1985; 79.8% is U.S. LBW rate for FAS births; 24.6 

is FAS births in Alaska in 1985. Formula devised by J.W. Senner, Oregon State 

Health Division, "Revised Annual National Cost Estimates" (Portland), p. 2.

74.3%

16

29

79.8%

23
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Table 4

Costs of intensive care hospitalization for FAS LBW babies
Alaska 1985

Mod e r a t e l y  LBW (1500-2500 grams) Intensive Care hospitalization:

%  MLBW babies requiring intensive care (a) 32.8%
MLBW FAS babies requiring intensive care 5
(16 x .328 = 5.4)

Very LBW (under 1500 grams) Intensive Care hospitalization:

%  VLBW babies requiring intensive care (a) 100%
VLBW FAS babies requiring intensive care 6

Total 11 babies

Hospital cost for 11 babies at $99,740 (b) $1,097,140

Physician cost for 11 babies at $11,065 (b) $ 121,715

(a) The Institute of Medicine reports that 32.8% of LBW infants and 100% of 

VLBW infants require newborn intensive care. Preventing Low B i r t h w e i g h t . 

Institute of Medicine, (Washington, D.C.), 1985. This may be an u n d e r­

estimate for FAS babies who show a longer average length of stay in 

intensive care, an indication that they may be sicker than other low 

birthweight babies. . Providence Hospital reports the following average 

lengths of stay in the newborn intensive care unit in 1987 and 1988.
i

1987 1988

Low Birthweight 19.7 days 23.7 days

FAS Low Birthweight 27 days 65 days

(b) Costs do not include transportation, other physician or anesthesiology 

fees. Neonatologist Dr. Jack Jacob estimates between 10 and 15 FAS infants 

a y e a r  enter the unit (Lisa Wolf, pers. comm.).
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Cost of first-year rehospitalization for FAS LBW babies
Alaska 1985

Table 5

LBW rehospitalization:

FAS MLB W  babies in intensive care 
Neonatal mortality rate (a)

FAS MLB W  babies who survive intensive care 
(5 x .051 = .25)

5
5.1%

5

Percent LBW babies rehospitalized (b) 

Number o f  LBW babies rehospitalized 
(5 x .19 = .95)

19%

1

Cost of rehospitalization: 1 x $11,250 (c) $11,250

VLBW rehospitalization:

FAS VLBW babies in intensive care 

Neonatal mortality rate (a)

FAS VLBW babies who survive intensive care 
(6 x .059 = .35)

6

5.9%

6 babies

Percent VLBW babies rehospitalized (b) 

Number of VLBW babies rehospitalized 

(6 x .383 = 2.3)

38.3%

2

Cost of rehospitalization: 2 x $14,580 (c) 

Total cost of first-year rehospitalization:
$29,160

$40,410

(a) Alaska 1985 Vital S t a t i s t i c s . Department of Health and'Social Services, 

(Juneau), p. 7.

(b) The National Institute of Medicine reports that 19% of 2500-1500 gram 

babies are rehospitalized during the first year, as are 32.8% of babies under 

1500 grams. Preventing Low B i r t h w e i g h t . National Institute of Medicine, 

(Washington, D.C.), 1985. This may be an under-estimate for FAS births. 

S treissguth reports that it is "usual" for FAS babies to be rehospitalized 

during the first few months of life for pneumonia, failure to thrive, hip 

dysp l a s i a  and other problems. A Manual on Indian Adolescents and Adults with 

Fetal Alcohol S y n d r o m e . University of Washington Medical School, Ju l y  1, 1986.

(c) Providence Hospital charges for pediatric admission, 1988: $900/day (MLBW 

average length of stay, 12.5 days; VLBW stay, 16.2 days).
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C. Costs associated with mental r e t a r d a t i o n .

Streissguth in a 1986 study of 61 FAS/FAE diagnosed patients between the ages 

of 12 and 40 shows that more than half (58 percent) of both FAS and FAE patients 

were developmentally disabled (IQ's below 70). Hild finds the 58 percent 

estimate likely in Alaska. This report will rely on that estimate. At this 

rate, 15 FAS first-year survivors and 34 FAE patients have IQ's below 70. (Note 

that computing the incidence of FAE at 10 times that of FAS, the percentage used 

by Alaska experts, there would be 336 developmentally disabled FAE patients born 

every year.) Social service costs for the average moderately to m i l d l y  retarded 

child are $25,000 a ye a r  (not including education). For adults, these costs 

are as high as $45,000 a y e a r  (including vocational rehabilitation). About five 

FAS children currently are part of the A laska Youth Initiative program for 

severely troubled youth at an average cost of $90,000 a y e a r  each.

If 58 percent of FAS and FAE patients are developm e n t a l l y  disabled, an estimated 

42 percent have minimal brain dysfunction. In this report, costs for this 

portion of patients are estimated at $4,000 each, the additional cost of special 

education for mildly disabled persons (above regular education operating costs). 

State officials caution that FAS/FAE patients with IQ's between 70 and 100 may 

actually be more expensive than those with lower IQ's because o f  added 

counselling, legal and corrections costs. This is not reflected in this report.

Streissguth's study of 61 FAS/FAE patients from the Southwest U.S., Seattle and 

Vancouver, B.C. showed the following patient characteristics:

(1) IQ's ranged from a score of 20 to 105. Average IQ of patients with 

FAS was 66 and of patients with FAE, 73. No patient with FAS showed
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an IQ above 90. Streissguth concludes it is impossible to predict 

from a diagnosis alone how handicapped an individual patient with 

FAS/FAE will be as an adolescent or adult.

(2) 58 percent of both FAS and FAE patients had IQ's below 70, 

(generally classified as developmentally disabled).

(3) The average reading, spelling and arithmetic level of these patients 

(ages 12 to 40) was 4th grade, 3rd grade and 2nd grade, 

respectively.

(4) Average level of general adaptive functioning was 7 years 5 months. 

(Median age of those tested was 16 years 5 months.)

(5) There was no indication of general improvement in IQ, achievement 

or adaptive living scores as patients got older.

(6) None of the patients were able to live independently.

Vicki Hild of the Alaska Native Health Board has tabulated living situations for 

118 Alaska Natives with FAS. She found that 20 percent had been adopted and 10 

percent had died. The remaining children shuttled back and forth between their 

biological parents and state custody. It is state policy to keep children with 

their biological parents if possible; children move in and out of state custody 

as a parent's condition improves or worsens. Among biological parents of the 

118 children in the Hild study, only three mothers appeared "reasonably" stable.
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Hild cites as an example of "ping-ponging" custody, the case of one Alaska FAS 

child who had lived in seven foster homes by the time she was three.^

D. Costs not included in this e s t i m a t e .

Medical researchers have not y et determined a reliable rate of incidence for the 

majority of physical defects common to FAS victims and these costs have not been 

included in this estimate. These physical anomalies include visual problems, 

kidney and genital tract problems, and dental and skeletal defects (more 

frequently found in adolescents and adults), including club foot and scoliosis 

and neurotube defects such as spina bifida. Also not included are on-going 

lifelong medical costs associated with the ill health o f  patients with these 

problems. (Despite their illnesses, however, FAS patients are expected to live 

a normal life span.) Transportation, anesthesiology and some physician costs 

for first-year hospitalization and costs of FAE babies with physical damage are 

also not included.

M any social costs are also not included in this estimate. FAS children and 

adults are at high risk for physical and sexual abuse. They m ay exhibit signs 

of depression; some may be suicidal; a few may become violent. As they grow 

into adulthood, some m a y  exhibit increasingly inappropriate sexual behavior.

S treissguth believes stability is important to the well-being of FAS 

patients. "We usually find great improvement in emotional development and social 

functioning when children with both full and partial FAS have stable and 

supportive living arrangements. Improved behavior which often occurs, even in 

the absence of changes in IQ, should not be ignored simply because it is more 

difficult to measure and quantify." "Psychological and Behavioral Effects in 

Children Prenatally Exposed to Alcohol", Alcohol Health and Research W o r l d . Fall 

1988, p. 10.
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Many of the costs of welfare, child abuse, sexual abuse, psychiatric care, 

incarceration, stress on the care-giver and loss of a useful m ember of society 

are not included in this report. Hild has stated that "without early 

intervention, all FAS and most FAE patients will be on welfare." In addition, 

this report does not consider what may be the enormous, but still unrecognized, 

costs of learning disabilities suffered by children afflicted with FAE.
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LIFETIME COST ESTIMATES OF SPECIFIC BIRTH DEFECTS IN FAS BIRTHS -- ALASKA

Birth Annual
Defect Cost per 

Patient

1
ANNUAL FAS BIRTHS (29 BIRTHS; 26 SURVIVORS)

Neonatal U n i t/Providence 99,740
2 Neonatal Physician 11,065
3 First Year Rehospitalization 13,470
4 Initial Audio Screening 100
5 Audio Check-up 100
6 Otitis Media Surgery 1,224
7 Hearing Aid . 1,260
8 Hearing Aid Mold 50
9 Heart Surgery 75,000
10 Cleft Palate Surgery 65,000
11 Infant Learning Program (HSS) 2,513
12 H/C Child: phys defect (HSS) 8,700

H/C Child: devel delay (HSS) 8,700
13 Minimal Special Eductn (DOE) 4,000
14 Child Mental Retardation (DOE) 20,000
15 DD Child (HSS) 25,000
16 Alaska Youth Initiative (HSS) 90,000
17 DD Adult Initial Training(HSS) 45,000
18 DD Adult Supervised Work (HSS) 22,500
19 Institution 109,000

Lifetime Costs for FAS Births: 

Lifetime Costs per FAS Birth

1988

ANNUAL FAE BIRTHS AT TWICE FAS RATE (58) 

Infant Learning Program (HSS) 2,513

DD Child (HSS) 25,000

Child Mental Retardation (DOE) 20,000

DD Adult Initial Training(HSS) 45,000

D D  Adult Supervised Work (HSS) 22,500

Lifetime Costs for FAE Births: 1988

Total FAS/FAE Births

Number of 

Times or 

Years

Lifetime 

Cost per 

Patient

Prevalence

1 99,740
1 11,065
1 13,470
1 100 52%
4 400 100%
1 1,224 56%

14 17,640 33%
65 3,250 33%
1 75,000 5%
1 65,000 12%
3 7,539 100%

18 156,600
3 26,100 58%

15 60,000 42%
15 300,000 58%
18 450,000 58%
12 1,080,000
3 135,000 58%

44 990,000 58%
65 7,085,000 • 3%

1,373,836

3 7,539 58%
18 450,000 58%
15 300,000 58%
3 135,000 58%

44 990,000 58%

Number 

Per Yr 

(% x 26)

11
11
3

15

26

15

9

9

1
3

26

7

15

11
15

15

1 / 2
15

15

1

34

34

34

34

34

.......
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Lifetime 

Cost: All 

Born 1988

1,097,140

121,715

40,410

1,500

10,400

18,360

158,760

29,250

75,000

195.000 

196,014

1,096,200

391,500

660.000

4.500.000

6.750.000 

540,000

2.025.000 

14,850,000

7.085.000

39,841,249

256,326

15.300.000

1 0 .2 0 0 .0 0 0  
4,590,000

33,660,000

64,006,326

103,847,575
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NOTES TO FAS COST TABLE

Numbers refer to line numbers on the table.

1. Neonatal U n i t . Charges per FAS patient in the Providence Hospital

Neonatal Intensive Care Unit were $63,910 in 1987 and $130,570 in 1988, 

for an average of $99,740. Average length of stay of FAS infants in the 

Neonatal Intensive Care Unit more than doubled between 1987 and 1988. It 

was 27 days in 1987 and 65 days in 1988 (v. 19.7 and 23.7 days for all low 

birthweight babies in the unit). Statistics provided by Lisa Wolf of 

Providence H o s p i t a l .

2. Neonatal P h y s i c i a n . Physician costs per FAS child were $6,130 in 1987 and 

$16,000 in 1988, for an average of $11,065. Estimates by Sharon Lee of 

A l aska Neonatal-Perinatal Associates.

3. First-year r e h o s p i t a l i z a t i o n . Cost estimate is based on 1988 Providence

Hospital pediatric charges of $900/day. The number of infants and average 

length of stay (12.5 days for moderately low birthweight infants and 16.2 

days for very low birthweight babies) are from the National Institute of 

M edicine and are for all low birthweight infants. Applied to FAS births, 

these may be underestimates. Streissguth reports it is "usual" for FAS 

babies to be rehospitalized in the first few months of life.

4. Initial Audio S c r e e n i n g . The state audiologist, Communicative Disorders

Program, Anchorage, reports all FAS children need a workup. This report

estimates that 11 infants receive a w orkup in intensive care; the 15

remaining surviving infants are counted in this entry.
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5. Audio C h e c k - u p . FAS children need three to four follow up checks. The 

$100 charge is from the Alaska Treatment Center in Anchorage; the ch e c k­

up estimate is from the state audiologist.

6. Otitis Media S u r g e r y . Estimate is from the Geneva Woods Ear Nose and 

Throat Associates. Source of 56% prevalence is Harwood and Napolitano. 

These costs do not include less severe ear problems common to 93 percent 

of FAS patients (Alaska Treatment Center). Twenty-nine percent of FAS 

patients have permanent hearing loss.

7. Hearing A i d . A hearing aid for a baby costs $1,260; it is replaced once 

every five years for life at this cost. Cost estimate from Alaska 

Treatment Center.

Hearing Aid M o l d . A $50 ear mold must be replaced annually. Estimate 

from Alaska Treatment Center.

9. Heart S u r g e r y . Up to 70 percent of FAS patients have heart problems 

(Streissguth reports the portion at 30-40 percent; Hild reports 70 

percent). Harwood and Napolitano report 10 percent require heart surgery, 

but reduce the estimate to 5 percent to reflect cases actually having 

surgery. Cost estimates from Vicki Hild, Alaska Native Health Board FAS 

coordinator.

10. Cleft P a l a t e . Costs include an average of four surgeries, dental and

orthodontics work. They do not include long term speech therapy at

$96/session twice or three times a week. Estimates from Vicki Hild. The

12% estimate is average of Abel and Sokol (11.5%) and Harwood and

Napolitano (12.5%).

it s-'


