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POOR PLANNING IS BLAMED

Failures to Limit Programs to
Workers in Expendable lobs
Means More Are Hired

ay MICHAEL deCOURCY HINDS

Early-rctirement programs for state
workers, adopted In recent years asi
cost-cutting measures In 19 states, are
actually coating millions of dollars. fis-
cal experts and state officials sxy. |

The experts said many of the pro-i
grams hod been, poorly planned and|
had follod to cut workers whose Jobs
were no longer needed, forcing states
to hire replacement workers at (he
same time they were paying retire-
ment benefits to those who had ]Just
left.

Many programs also ended up being
fiscal schemes In which legislators
shifted expenses from state budgets to
pension systems, creating heavy future
liabilities that will have to be picked up
by taxpayers.

Many Retirees Replaced

In 1960, for example, Rhode Island
offered n.enerous retirement incentives
to 1500 employees. After the program
had been offered, actuaries determined
‘hat the utate would lose money even If
the positions were left vacant for 10
years. The state had to replace virtuol-
ly ail tfw retirees within a matter of
months.

New ,'ork Is one of the few Mates
that actually handled the program
properly, but only bocauso of its bitter
experience with a 19*3 program that
was supposed to save ISC million and
. endod up coeting ISO million. Last year.
the state limned lIts retirement offer to
workers in positions that were going to
beeliminated. K expects 1130 million In
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Imperiled Promises

Pvisk to Retirees Rises
As Firms Failto Fund
Pensions They Offer

The Tab May Have to Be Paid
By U.S. Guaranty Agency
And Healthy Companies

Chance of Taxpayer Bailout

Staft R of TR Sttt Jourmal

WASHINGTON - As Pan American
World Airways struggled to survive in the
1980, the now-defunct airline sent letters,
to workers' homes. assuring them their
pensions were prntecteil under federal law,
should worse come to worst.

But after Pan \pi entered Chapter 11
bankruptcy proceedings and terminated
the pension plan, workers got a jarring
surprise. Says Tom Christie, who' was a
Jet'englne répair manager at New York's
Kennedy airport: "Yuu Think your pension
is intact, and then you find odt it’s not."
~Mr. Christie, who lives in North Mer-
rick. N.Y., had been promised that if he left
Pan Am. he would get a pension of more
than 9,000 a month™when he turned 5 in
late 1991 But the federal Pension Benefit
Guaranty Corp.. which took qver the Pan
Am plan, determined that it is obliged
to a%/ him only 5680a month. After being
outof work for' 0months, Mr. Christie haS
taken a job as an aircraf|-maintenance
analyst at less than half his former

pay. ,
Many Broken Promises
As more giant companies fall on hard
('nes, retiregs may face a wave of broken
Bromlses. The government, through the
BGC, hackstops the pensions of 4L million
; Americans who have_ihe plans that the
- U.S. has promised to insure. But often, as
with Pan Am’'s Mr. Christie, pensions
» promised by employers aren't fully cov-
ered by the agency. _
Although of PBGC-insured plans
are fully “funded, the system falls far
| short of what many pensioners are led to
believe is universal government protection
t under the 197 law that created the agency.
: The PBGC curre%/ sets a _maximum
guarantee at S9.20 a year, it also dis-
1%ounts retirement payments according to
the retiree's age: these redyctions can
amount to a fwo-thirds cut (or oun?er
: retirees. And it doesn't cover must early-
retirement supplements, among other éx-
emptnins.

[TR Xfttnfr&w |MMSJfCBdIn f:
FtMJIfiy corporatwm and taxpayers are at
ns*. t0g. With more and more troubled
companies underfunding their pensions,
the PBGC could someday face an ava-
lanche of terminated plans, much as the
federal deposit insurers were snowed un-
der by hundreds of failed thrift inct*.utior.--
in the late 1990 AS a result, companies
premiums to the PBGC could rise. |

To cuver a growing shortfall in jts own
funding, in fact, the PBGC says_ It will have
to raisé premiums ‘or the pension funds it
covers. Unless the government imposes
new constraints on corporate underfund-
ing. premiums would have to triple, the
agency says -a prosFect that anqers many
companie$ wjth fully funded plans. The
higher premiums could accelerate the
current tlight of about m  of the corporate
plans from the PBGC system every year,
widening the agency's Tinancing problem
by reducing its premium income.

Ultimately, the taxpafyers could be left
lo pick up a Sizable tab if a bailout proves
necessary.

Relying on the Government

Particularly disturbing to the PBGC Is
the fact that many com&qames are doing
what Pan Am did - holding back on oen-
sion eonlributions. with ihe assurance .hat
the government will at least partly hor, -
theif promises to their workers. ‘Indi"".
many companies, have not only short-
changed their eX|st|nIg pensions but also
made their plans more ?_enerous without
Increasing their contributions.

The e'ms that the ?ove,mment says are

Y.iunded do meef minimum funding
requirements under the law. Pan Am, for
example, obtained Internal Revenue Serv-
ice waivers in the 198 letting it forgo its
usual FGI’ISIOH <ontributions. " Companies
taking these so-called funding holidays say
they will plow money into their plans later,
F_er aps when times are rosier. But those
imes may never arrive, and, in the mean-
time. the underfundedare taking a gam-
ble with their retirges, other companies
paying PBGC premiums-and taxpayers,

“Too many employers cont:- e to
oPerate severely underfunded , iston
P ans." says Rep. J.J. Pickle, chairman of
he House”Ways and Means Committee’s
oversight subcommittee. The Texas Demo-
crat says they have deliberately continued,
"year after year, to make empt%/ pension
Eromlses - promises they cannot or do not

eep.'1He warns that unless the pattern
stops, “inevitably. ongress will be called
upon to bail rut the PBGC."

General Motars Corp,, for example,
has a?Tee,d to raise_pension benefits fre-
quently since | including S3 billion of
new benefits in 1990, even as Its pension-
Plan underfunding increased S13 hillion,
he PBGC says. CM recognizes the pensign
shortfall and plans to contribute more to its
underfed_plans. "Our goal over the long-
time horizon is to be fully funded on a
real-world or economic hasis by the end of
the century." a GM spokesman says.

_Trans World Airlines and Continental
Airlines have each added $100 million In
Benswn benefits while under Chapter U

ankruptcy protection, with the  bank-
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Imperiled Promises: Underfunding of Pensions Poses
Risk for Guaranty Agency, Retirees and Taxpayers
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ANCHORAGE, ALASKA 99519-6650
(907) 343-4433

M u n ICIp allty P.O. BOX 196650
of
Anchorage

OFFICE OF THE MUNICIPAL MANASEH
April 7, 1993

Senator Drue Pearce, .Co-Chair
Senate Finance Committee
State Capital

Juneau, Alaska 99801

Ra Bill, Defined Contribution Plan
Dear Senator Pearce:

During the course of analyzing the_impact to the Municipality of
Anchorage of Bill, Defined Contribution Plan, we consulted with
our pension consultants at the Wyatt Conpery.  The attached letter
from the Wyaitt corrPaw outlines what they consider to be the most
Fnajorl a%nd critical questions they have regarding the proposed
egislation.

The M_ummPallty supports the concept of a defined contribution
lan since the en'?loyee and the employer lan on the outcome.
nder the. current System hoth have to upon tOG n'm¥

variables in determining funding levels. The amount obligations o

may plans _in the East have"gronn at a rate that wes never

expected. This has particularly true of retirement medical
costs. I'm sure you are aware of what private companies_have

going through with Financial Accounting Standards Board (FASB) 106.

We would appreciate the Committee'a consideration of these
guestions prior to taking any action on the legislation, and woul
like to work closely with you on any proposed c%anges to the Public

Employees Retirement System

Sinearelv.

Larry/p. Crawfor’y
Municipal Manager

cc: Senate Finance Committee Members



The W}/uii Company , Suite 1910 TelgAoDe 208 625 115
Conoilttnu and Atfuariea L Fifth Avenue F« 206 447 8367
«Seattle, Wuhington 98104¥7059

March 19,1993

Ms. Susan Lindemuth
Manager _
Records and Benefits

Municipality of Anchorage
PO, Box 19685 >

Anchorage, a k  99159-6650 0t Anchors*

Re:  Bill to Create D.G Plan

Dear Susan:

Thanks for your letter of March 15,1993, The idea of a statewide defined contribution plan

IS quite intriguing. As requested, we have Br%d a list of major_issues and concerns,

many of which are reflected in your March 9, 1993 memo to Larry Crawford. The issues

are oOrganized under separate subheadings to facilitate your review.

Basie Plan Design

Should employees be covered under a defined benefit or defined contribution plan?

@@ Do the Bill’s sponsors realize that young terarinees will get much larger benefits than
under the current program (contribution will be stilted away from"retirees toward
younger terminees)?

() Do, the Bill’s sponsors realize that they will lose the ability to define a specific
retirement tar%et, tailor early retirement’incentives (Ifnecessary), disability benefits,
or provide post-retirement adjustments?

() Do the Bill’s sponsor realize that employee directed investments tend to under
perform when compared with employer managed investments?

Ofncei in principal dil«« woildwldc



Ms. Susin Lindemuth

Manaﬁe?

March 19 19983

Page Two

Plan legal*uthorite

Can the employer "pick-up* a variable employee contribution under |RS Code Section
AM)? [This apj)gars to negate the legislative change which precluded public employers

from sponsorlng 1(K) plans.]

(@) Are there any discrimination requirements?

() Are there any maximum contribution limitations?

()  Are there coordination problems with existv"." plans?

ActuarialJmpad

How would contribution rates change for existing covered employees?
@@  Would current/future retirees ever get cost-of-living adjustments?
(b) What happens to future actuarial gains/losses?

) Whtat ha gpens to an employer who has no active defined benefit participants, oniy
retirees’

Would future, contributions be hased on separate contributing employer
characteristics?

Specific D.C. Plan Design Questions

What is the nature of th* new plan?

@ What are vesting requirements

() What are investment options?

() What are administrative details?

(@) Are guarantee burdens placed on sponsoring employers?



Ms. Susan lindemuth

Manager

March 19, 1993

Page Three

Side Questions

Who would be eligible to purchase health coverage?

Susan, we could cert_ajnIY provide many, many more detailed questions; but the above ones
are so major and critical, it seems like it s beat to get them answered, before proceeding
further.

Pm interested to see how all of this turns out

Sincerely,

Richard R. Joss
Consulting Actuary
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FELY DELOSANTOS
1713 LARCH STREET
KODIAK, AK 99615

Senator pearCE
State Capitol
Juneau AK 99801-1182

I am strongly opposed to the passing of senatw bill 111 and 1 think it
wrong to discriminate and segregate state amployec-.s when it comes to new or
old hire and ceritfied or classifed employee retirement benifits.

State employees have worked long and hard years while looking forward to
thier future retirement. Why take that privilege away from us now? There are
people in Alaska who neither work for the state or just move here in order to
receive a permanent dividend while some people who have lived here for years
and should rightfully receive one are being questioned. Those are the prob-
lems that need your attention. Why try to Ffix it when it isn"t broken?

Hard working employees needn"t be sacrificed at the expense of others.

Please share this retter with the rest of the committee and assure them
that i1 cm not the only one with the the same view of this subject.

Thank-you for your attention.

rely DeloSantos

Kodiak Island Borough School District
Classified Employee

Ifah
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OF"ELIA P. AURE
1317 LARCH STREET
KODIAK, AK 99615

Senator pearce
State Capitol
Juneau Ak 99801-1192

Please share this letter \iith the rest of the committee that | am opposed
to the passing of senate bill 111. 1 think It is discriminating to segregate
the state employees whether it is certified or classified; now or old hire when
it comes to retirement benifits.

As a state employee, 1 have worked long faithfull years while looking
forward to future retirement benifits. Why is it that the state is gi.lIng
away dividends to people who do not even reside in Alaska long enough to be
jJustified worth receiving a dividend or to some people who have moved to
Alaska Just to receive the benifit when they do not even work for the state?
Why sacrifice your hardworking employees when obviously ve aren®t really the
major problem at hand.

Please consider my views on this subject which 1 am sure aren®t going
to be the only ones on this matter. Other people feel quite the same as 1.

Thank-you for your time.

Kodiak Island Borough School District
Classified Qnployee

Ifah



RPR 06 '93 10:33 KODIfik POLICE DEPT P.1/2

April 06,1993

ST AT

Juneau, Ak, 99801-1182

| amnwriting you in regards to Senate B ill 111, which deals with
and if passed will have an effect on the current TRIPERS system.
After having read the 3B111 | feel that SBili would not be
advantageous to current TRIPERS members or new employees, and
would in fact probably be the beginning of the end of TRIPERS

| would request that you help defeat SBIII now while it is in
committee.

Respectfully;

Kenneth R. Parker
P.O. BX 333%
Kodiak, Alaska 99615
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April 06,1993

Senator Pearce

State Caplto

Juncau, Ak. 99801-1192
Ref. Senate Bill ill
Dear Senator Pearce,

Senate B|II 111 is of great concern to ne and most people I've
SPonen with who are in the PERYTRS retirement systems. ith a

in place, what guarantees do we (Who are currently on the
rs/tu systems) have that the current program will have monies
e ft when Oui turn at retirement occurs?

Xf this hill wes a b.ill, wes it not mede public enough for
the unions to hear ut it or are the Senators exempt from it?

Too questions for a b ill to just be passed without the issues
bein gced first. J

Please help us stop this bill while it is still in committee.
Thank you.

PO '|ox %72

Kodiak, Ak. 99615



April 6. 193

VIA PAX -465-3872

Dear Senator Pearce:

As an employee of the Kodiak island Borou%h and participant in PERS,

| strongly urge you and your fellow members of the Senate Finance
Committee to vote AGAINST Senate Bill 111,

| have Sﬁoken with the majority of the employees here at the Borough
and at the School District, and it the overwhelming consensus that no
one wantsourretirement program changed.

This new bill would introduce a plan that has not been proven, and
would only benefit the few insurance people involved by giving them a
commission on someone else's money. Ourcurrentretirement program
isa good plan and should be left alone.

Please use the poweryou have been elected to use to truly rep

people who have elected you, and VOTE AGAINST SENATE BILL
11,

Sincerely,

Eileen Probasco

PO Box 3149
Kodiak, Alaska 99615

I'd eyoa QWHTSI SWICIO» £0:60 £6, 90 ddb



April 6, 1993

VIA FAX -465-3872
Dear Senator Pearce:

As an employee of the Kodiak Island Borou%h and participant in PERS,
| strongly urge you and your fellow members of the Senate Finance
Committee to vote AGAINST Senate Bill 111,

| have SEOken with the majority of the employees here at the Borough
and at the School District, and it the overwhelming consensus that no
one wants our retirement program changed.

This new bill would introduce a plan that has not been proven, and
would onty benefit the few insurance people involved by giving them a
commission on someone else's money. Ourcurrentretirement program
isa good plan and should be left alone.

Please use the power you have heen elected to use to truly representthe
people who have elected you, and VOTE AGAINST SENATE BILL
111,

Sincerely,

1818 Mission Road
Kodiak. Alaska 99615

*yog CMHSI >WiaOX W3:60 EG, 90 ydU
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*

AX*********
4-6-93

Tot Senate Finance Committtee Members;

Steve Frank

Drue Pearce

George Jacko

Tim Kelly

Steve Rieger

Bert Sharp

Jay Kerttula

Froms Craig Persson
P.O. Box 02324
Fairbanks* AK 99700
Phone #s 437-3727
Work Phone ft: 474-2333

REGARDING:; Senate Bill 111- Definod Contribution Retirement

Plan

SBIIl, the Defined Contribution Plan., is a law that
baeieally set up tx two tiered retirement system, I

opposed to this piece of legislation. | offer the following

reasoning to my opposition of thia billi

1. Linder this bill, the state or public employer has

accountability or responsibility to insure an employee
this new plan receives or maintains a retirement,. | f

another Executive Life fiasco happens with the employee's
retiree's funds the employee or retiree could be left

no or little retirement.

2. This bill contains health insurance coverage for

itself.

3. Under SB111 existing employees may chooso to stay

PERS, TRS* Judicial Retirement System or the University
Retirement System. All now employees hired after July
1993 would be under the new Defined Contribution Retirement
Plan. The main problem with closing the system to new
participant* is THE WHOLENESS AND SECURITY OF THE PRESENT

RETIREMENT SYSTEMS!IIT  New employees in many public
private pension plans, including social security,

payments from participants who replace retirees to keep
retirement system sound for the future. Do the underwriter*

of tli* bill know what the long term effects will be

retirees
of the new system, but at the retiree's expense. Health
insurance is not even partially covered under this bill.

In times when health care is so costly this speaks -for

APR O 6 1993



FROM PSEA A50C PRES FBNKS 04.06.1993 10:34

future retirees who stay in the current systems? In 20 to
30 years there will be no one paying into the old systems,
but there will probably be at least ten thousand retirees
drawing their pension from the old systems.. What effect

will this have on the PERS, TRS. JFS and University
retirement systems?

The current retirement systems in Alaska are sound and have
worked well for many years. Splltt: ng the public employee

retirement systems into a two tier sy3tem will create two
systems that are both unknown and insecure for public
employees and public employee retirees. The current systems

are secure and fair to all employees and retirees.

Sincerely,

Craig Persson
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4-6-93

HNAICR FEARCE

FHNAIE CAPITAL
JUNEAU, AK 99801-1.182

Dear Senator Pearce,

It Is understandl_ngethat Senate B ill 111 Is being heard in the
SenatePinance Committée tomorrow mornln%, 4-7-93. believe that
this b ill 1s not In the best interests 0f the state of Alaska or
those e_mpl%%er:st\r/l\lén are now in the FERSretirement system, or those

who Will ‘e system in the future. It is n'g/reco_mmendanon
and request that yol vote against this b ill. ollowing are ny
reasons:

1. With no new monies coming into the QD system,
it will not be long before the old system is
broke, thus stranding those employees who worked
gr)n Bl%rfler%m gave so mueh to the system and their

2. |1 do not believe for one minute that this b ill
wes submitted to benefit the employees, rather
It appears to ne that the sole beneficiary of this |
b ill are those who are connected with insurance agencies
and deal with private retirement programs. . In
other words, this bill is not for us, but is a special
interest b ill designed by someone who w ill ng doubt
b?g_eflt tlfrom it in sore way, either directly or
] (directly.

3. The present retirement system works exceptionally well
as it is, and yearly RPearly retirement offerings w |l
strengthen the” system more than other offering, while
at the sare time provide new employment opportunities
and promotional opportunities for others, .thus making

in Alaska civil service something that can
draw the best people.

Agai_nl, it ierry request and recommendation that you vote agatmbt
naitlim .HIim

KODIAK POLICE SERGEANT
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April 7, 1993

Senator Pearce
State capital
Juneau 99801-1182

Dear Senator Pearce;

It is %Jnderstandlng that Senate B ill 111 is being heard at
In, the Senate Finance Committee. ~1 implore
you to vote AGANST b 1l 111.

This b ill does not appear to be in the best interes' of
employees currently working under the, PERSTRS system. There are
no guarantees that funds wiill be avallabe |n thé new plan at the
timé of retrement, and if | choose to  remain |n the eI
(current) Ian no new monies w ill be |nvested into the II'?

%:Soutlgop ssibl oy result jn banﬁ(uptcy at retrement. Either vay, |t

Currently, our present retirement system is satlsfactory, e

it 1S the best In the count | an against change that
CO>L/J|d possibly jeopardize this. i J av

| ask that leas are this letter Wlth the t of the
Committee, e}%cl)LP ‘lehem 0 VOIS ACANST SH\A f 111.

Thank you for your consideration in this matter.
Sincerely,

Laurl whiddon

Adm Asst./City of Kodiak
112-A Fiv™ Findgers Court
Kodiak AKX 996

907) 487-2761/home
486-8000/ork
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APR- 6-93 TUE 16:4fF LEG. AFFAIRS-KODIAK FAX ND. 4865264

Al 6, 198

At0k
i%j 35['11 m—m
Dear Senator Frank:

ar Fede? S P el it dllow
fom M@Mﬁ@%@@dﬁ#@t@m | o spout

Sincerely,

Jinv



APR-6-93 TUE 16:45 LEG. AFFAIRS-KODIAK

April 6, 1993

%@ﬁr (%Egegﬂ)l-ﬂ&

Dear Senator Pearce;
rgfn |S "Ot PP ted by the rmgorl
to NI support

Sincerely,

ki

FAX ND. 4865264

iy, | don't believe there hes

*q* 1 «S» JM



APR- 6-93 TUE 16:45 LEG. AFFAIRS-KODIAK FAX ND, 4885264

April 6, 1993

Senator Pearce
Stata Capitol
Juneau, Alaska 99801-1182

Dear Senator:

as contrlh,BA_dS C=5* lil* BI™ ™ 3 preak! Why take somethin%_away tha we
as contributing employees have relied on and depend on upon retireméent?

N
F% f&la Crgg{lgﬁdy;g &griaﬁﬁfgpgrever means necessary to DEFEAT SB 111,

Sincerely,

>enett Terrell
(907) 486-8245

/RT



893 TUE 16:45 LEG, AFFAIRS-KODIAK FAX ND, 4B652B4

B el
%@3&%@2 LD

Dear Senator:

am requesting your support in
il strongly that our retirement
n f)

auu wanaer who could possibly benefit by it. o' ! ambaffled about SB 111

I appreciate your consideration in defeating SB 111.

Sincerely,




9074868497

April 6, 1993

Senator Pearce
State Capitol
Juneau, AK 99801-1182

RE; SB 111

1 have been involved with the TRS/PERS ratirtment system since 1974.
After paying into it off and on over the past twei ty years, X am questioning
the reasoning for the change as asked for in Senal a Bill 111. I don"t believe
that the alternative has been researched adequate y, Since I am eligible to

retire in another 15 years, 1 am wondering if the; e will be funds in it for
my retirement.

X am writing to ask that you not support twi; bill. There is not enough
legitimate research to support a change in the cu rent TRS/PERS program.

Thank you for your consideration.

ec: Mr. Reiger
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April 6, 1993

Senator Pearce
State Capitol
Juneau, Ak 99801-1182

Dear Senator Pearce, ,
~ | am writing to you because | am Very concerned about SB 111 | see it as

Elossmly the biggest financial burden to be put on the State since the Mental

ealth "Lands screw up. With the State having the obligation to pay all the present
ﬁeople in the State's Retirement Pro?ram, with No new money coming in from new
ires, the fund can not last for 50 to €0 years which is the life expectance of the
people presently In the system. If the fund runs out of money, which it surely
will, the State will find itself with the burden of providing retirement to
thousands of retired teachers and public employees who have earned a retirement
check. This money will then have to come out of the General Fund rather that from
al the employees because the State will have set up a second retirement fund
from which they can not draw interest. | urge you to vote No on SB 111 and
save the young people of our state this unneeded burden, when the burden should be
on the employees of the State as it now is, Don't try to fix somethm% that is not
broke ju3t so Insurance companies and investment brokers can nake big bucks off
Ihe employees of the State of Alaska.

Thank You

AJohn Nuttall
Box 254
486-55%4
Kodiak, Alaska 99615



K.B.E.fil. 9074860497

APRIL 6, 1993

SENATOR PEARCE

%ﬁ)AqJEAIgW%gENATE FINANCE COMMITTEE
U AK

NEAU, §01-1102
DEAR SENATOR PEARCE,

DM T R0 e PR b S R et SYEEER)
se e NS For Mkl igdas b HHERE ey

1 AV REQUESTING YOU TO OPPOSE THIS BILL.
SINCERELY ,

MARCIA A. STELZER
X 2412
KODIAKT AK 99615



KBEA 9074860497

Honorable Senator Pearce
State Capitol
Juneau, AK 99615

April 6, 1993

Dear Senator Pearce:

| am writing concerning SB 111 i do not teel that the consequences of
changing to the proposed system have been thoroughly weighed. Will both
systems be solvent at the ‘time of and during all employees retirements?

| hope you will oppose this bil.
Sincerely.

Mary Keller

2686 Turner Lane

Kodiak, AK 99615
486-9231 WK. 486-6325 HM.



K.B.E.A. 90749604097 p

April 6, 1993
Kodiak, Alaska

Senator Drew Pearce
State Capitol
Juneau, Alaska 99801-1182

Dear Senator Pearce,

) am.wntm(}; to obtain your support in opposition to SB 111 This il-
advised piece of legislation serves the interest of no one who is currently
under TRS or PERS.” In addition, the financial implications of this
legislation are at best unknown, and could have the State involved in

costly litigation for years to come. | | .

When a system is working, as ours is, why is a major change under
way when no one in the system wants to change it? Is this legislation
being promoted for the personal interests of those involved in its
drafting? | certaml){) question their motives in coming up with such a
piece “of irresponsible legislation. |
~Has this legislation been submitted to the retirement system for
financial analysis hy their actuaries and if not, why not?

| respectfully request your assistance in supporting the defeat of
SB111 and the continuation of our retirement system as it currently is.

Charles T"/Simpler
P.0. Box 465

Kodiak, Alaska 99615
(907) 4865897

.0



Box 1313 i
Kodiak, Alaska 99615 |
April 6, 1993

-

i
.Senator Drue Pearce, Co-Chair

"FAX 465-3872 _
'Senate Finance Committee

' State Capitol =
Juneau, Ak 99801-1182 _,
! f
Dear Senator Pearce, T

| am very concerned about SB 111, from a number of standpoints. | have
.been teaching in Alaska since 1970.1love what I am doing and feel {hat I still
Ihave something to contribute, so | have no immediate plans to retire® However, |
;exFect the system to be solvent when I do retire and that it will continue to be
solvent while I am retired. | believe solvency is in jeopardy with thijs plan, as no
new monies would be injected into the plan. I

I Itis myunderstanding that the current retirement system is in .excellent
eshape. Further it is self-sustaining. Why correct something which isii’t broken?
IWho will this benefit? Will a SEemaI interest group benefitat the expense of all
'public employees? Where are the studies on how the money will be invested, what
my return will be, etc.? .

: | really do not see where the push for this bill is coming from. It seems to
'me that when wo have an excellent system in place, which is self-sustaining, why
try to change it? If there is a perceived need to change it, then why not do some
Astudies to see if the concerns are justified and to try to make educatecj decisions
lon the best remedy to pursue. . _

|
I Although I am not one of your constituents, | have been impressed
observing you as a legislator for several years and trust that you will, continue to
make thoughtful, conservative decisions. ]

|

Thank you for your time.

Sincerely,

PatJrcobson
486-3954



April 5,1993

Senator Steve Frank and Senator Drue Pearce, Co-Chairpersons
gtentat% F|,ntaPce Committee

ate Capito
Juneau, E\Iaska 998011182

Dear Finance Committee,

[twas a shock to me to learn about Senate Bill 111. This isto let you know that | am
apposed to the passage of this biH. Please do notvote to move this bill out of
committee. If it does go to the whole Senate for a vote, ask you to defeat it

lam a member of TERS and have serious fears about the viahility of that s%,stem if you
choose to suddenly change to this new proposal, Not only do | think that this has riot
been studied enough to Know the long term ramifications, but | personally believe that
they will be negative. | cannot see how this move can do anfythm but hdrm to the
present system and create a weak and undesirable system for fufure employees.

| am looking forward to the news that this objectionable biH has died in committee.

Daniel L. Busch

Koé' k% ka 99615
odla aSKa
907-486-5310

TOTRL P.B



March 31, 1993

Senator Drue Pearce
Senate

State Capitol

Juneau, Alaska 99801-1182

Dear Senator Pearce,

Recently, I have been made aware of Senate Bill 111 and the effect that it will have
upon nat only my own retirement but the retirement of future Alaskans. This isto let
you know that | am vehemently opposed to SB 111

This ill looks like nothmg[} less than some misguided attempt to throw business to
insurance agents who will be able to sell newly retired, older Alaskans a health plan
and a paid-up annuity. It also appears to be a'sure way to reduce or eliminate the,
future retirement benefits of present members of PERS and TERS when that fund is
depleted. How can supporters of this hil #usnfy,themselves’? Alaska should be proud
to have one of the best and most successful retirement systems in the United States.

Why tamper *th it?
| certainly hope that Eou will listen to the oPponents of this bill. Please do not vote to

move this out of the Finance Committee. [fitdoes go to the floor for a vote, please do
not vote in favor of it

Sinrprplv

Randy Reichmann Busch

Box 11
Kodiak, Alaska 99615
(907) 486-5310
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ALASKA STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P. O. Box 113300

Juneau, AK 99811-3300
(907) 465-3830

January 11, 1993 FAX (907) 465-2347

Members of the Legislative Budget
and Audit Committee:

In accordance with the prov.sions of Title 24 of the Alaska Statutes, the attached report is
submitted for your review.

DEPARTMENT OF ADMINISTRATION
TEA CHERS’ RETIREMENT SYSTEM
REVIEW OF SELECTED FUNDING ISSUES

January 11, 1993

Audit Control Number
02-4447-93

The audit addresses the circumstances surrounding the April 1992 decision of the Teachers
Retirement System Board to adopt an enhanced actuarial projection methodology utilizing
population and asset projection features. Additionally, the audit discusses the impact of the
enhanced actuarial projection methodology on employer contribution rates and projected
funding ratios. It also addresses concerns common to public pensions.

The audit was conducted in accordance with government auditing standards. Fieldwork
procedures utilized in the course of developing the findings and discussion presented in this
report are discussed in the Objectives, Scope, and Methodology section of this report.









SENA:I{'E RNANCE COMMITTEE PcnORT
1 1

DATE: J22/93 FURTHER:

DATE TURNED ,
INTO OFFICE: A

The Finance Committee considered SENATE BILL NO. 112

"An Act relating to the Uniform Commercial Code; amending Alaska Rules of Civil Procedure 8and
82, and Alaska Rule of Evidence 402; and providing for an effective date."

and recommends:
fsame ftitle
[ ]replace w ith CS (F|NANCE) j NEW title

or (*"dopt previous CsS z3 [/a - (stL*z. \ [J

[ ] attaches amendment(s) (HB on,y)

[ 1adopts Letter Of Intent

[ ] further referral to the

( Jdo pass
( ]do not pass
( ) no recommendation

[ Kindividual recommenaations

NEW FISCAL NOTES ) _ PREVIOUS FISCAL NOTES
Deoarunent Qaie Zero Fiscal Department Date Zero Fiscal

OTHER RECOMMENDATIONS:

L o _ Cr& M<StHC s>E+SL -
Co-Chair: Signature/Recommendation s e tratt Simnati trosneranaen



STATE OF ALASKA

1993 LEGISLATIVE SESSION

FISCAL NOTE

BILL NO. SB 112

3/H

G1L siCwO, (@

Revision Date:

Title:  An Act relating to the UCC

Sponsor:  Senator Kerttula

Requestor:

EXPENDITURES/REVENUES:

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY 93) impact:

Prepared by:
Division:

Approved by Commissioner:

Ageroy. Commrerce and Eoconorric Developrent

FY %4

Paul Fuhs

OO OO ODODODODOCODOO

o

OO ODOCDOoOCOo O

o o

0

Willis F. Kirkpatrick, Director
Banking, Securities and Corporations

FY 95

OO O OO0 O o O OO ODDODCDODODOO

O O

Department Affected: Commerce and Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

Rev 11/92
dgl098fn.bsc

BRU:  Banking, Securities and Corporations
Component:
COMPONENT SERIAL NO. 1233
FY 9 FY 97 Fyog 1 FY 99
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
Phone:  465-2521
Date:
Dete: 3-2. -93
For further distribution information call the Governor's Legislative Office
Page ! _of

1



«STATE OF ALASKA
1993 LEGISLATIVE SESSION

Revision Date: February 18,1993

Title: 'An Act relating to the Uniform Commercial Code...’

Sponsor:  Senator Kerttula
Requestor: Senator Kerttula

EXPENDITURES/REVENUES:

OPERATING FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING:

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 0

FULL-TIME 0
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact

ANALYSIS: (Attach a separate page if necessary.)

Please se® il ltticHt) eleliybib.

Prepared by: Richard I. Peques, Director  (J

Division:  Administrative Services

FISCAL NOTE Vib h 3

FY 95

Approved by Commissioner: Charles E. Cole, Attorney General

Agency: Department of Law

BILL NO.

Department Affected:  Department of Law
BRU: Legal Services
Com|] onent Operations

COMPONENT SERIAL NO. 0093

FY % FY 97 FY %
o 0 o
o o 0
0 o o

Phone:  465-3672
Date: February 18, 1993

Date: February 18. 1993

PREPARER TO PROVIDE A'L DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/92

SB 112

FY 9

Page 1 of 2



FISCAL NOTE

STATE OF ALASKA BILL NO. SB 112
1993 LEGISLATIVE SESSION

i
ANALYSIS (Continued):

This bill makes substantial amendments to the state"s Uniforn
Commercial Code (UCC) under AS 45.01- AS 45.09 and AS 45.12. This bill 1s ¢
major effort to update Alaska®"s UCC by adding a new article (Art. 2A) or
personal property leasing; amending the UCC"s Arts. 3 and 4, regardinc
negotiable Instruments and bank deposits and collections; repealing UCC Art. 6,
on* bulk sales; and making other changes iIn the UCC that are necessary ftcC
accommodate the basic changes being made in the bill. These basic changes have
been proposed by the National Conference of Commissioners on Uniform State Laws
(NCCUSL), and they are needed to help bring Alaska business and consumers
involved In commercial transactions up to date with businesses and consumers ir
the rest of the country. Because the bill deals with transactions betweer
private parties 1t will not have a fiscal impact for the Department of Law. TcC
the extent that the bill impacts state-funded loan and Investment programs, it
should have a beneficial effect.

Page 2 of _2



FISCAL NOTE * Jo fag
STATE OF ALASKA

1993 LEGISLATIVE SESSION BILLNO. CSSB112(L&C)
Revision Date 15-Mar-93 Department Affected: Natural Resource:
Title: ‘An Act relating to the Uniform BRU: Management & Administration

Commercial Code" Components: Recorder's Office

Sponsor: Senator Kerttula

Requestor:  Senate Judiciary Committee Component Serial No. 802
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES

GRANTS,CLAIMS
MISCELLANEOUS

TOTAL OPERATING 00 00 0.0 0.0 0.0
CAPITAL 00 00 0.0 0.0 0.0
REVENUE fund source: 00 0.0 00 0.0 0.0
FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0 0.0 00 0.0 0.0

POSITIONS:

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

OO o
OO O

0 0
0 0
0 0

Estimate of current year (FY93) Impact: $ No fiscal impact anticipated

ANALYSIS:

SB1121sa comprehensive revision ol the State's Uniform Commercial Code and proposes addition of a new chapter (AS.45.12) on leases.
While the proposed lease provisions are extensive, the Impact or, the statewide Recorder's/UCC offices should be negligible. Although the
new chapter Incluces exten. "> prc "sions relating to commercial leases (rights, remedlos, default, warranties, efc.), only leases ‘intended as
security” are entitled to be filed wiu, me Recordors/UCC offices under Chapter 9 governing secured transactions. This represents no change
from existing law which already oovers leases Intended as socurlty (AS.45.09.102(b)2. Contact with other Jurisdictions which have enacted the
comprehensive leasing provisions Indicates there has been no noticeable Impact on filing volumes. The Uniform Law Commissioner has
confirmed that the hill as drafted should not present any perceptible burden on the Recorder's/UCC offices and the  ne minor language
changes requested by the component In previous sessions have been Incorporated. Other provisions of SB112 relating to Chapter 3
(Negotiable Instruments) and Chapter 4 J]Bank Deposits and Collections) do not affect the Reoorder's/UCC component.

Prepared by: Sharon Young, State Recorder Phone; 762-2437
Division: Recorder's Office . Date: 15-Mar-93
Approved by Commissioner: Glenn A. Olds  z/+-xrt fa Date: 15-Mar-93
Agency: Department of Natural Resources

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information call the Governor's Legislative Office

(REV 11/92)  (Ifnform.kIS/DNR) Oaae t of

0.0
0.0
0.0

0.0

OO O



CHANGES TO SB 112

Changes made to SB 112 iIn Labor & Commerce Committee:

Page 4, line 20: the words "the code" are new, replacing the
older citation of specfic chapters. Housecleaning change,
making the bill easier to read.

Page 4, line 21: "AS 4512207" is new, it was
inadvertantly dropped in the original bill.

Page 48, line 16: the words "subject to B through E" were
added. The original bill had "subject to B through D" which
is an error in the National version of this hill and that
version is being correcteo to reflect this new language.
Essentially a typo.

Page 86, lines 13-15 were added by the Labor & Commerce
Committee then, after further thought, it was determined
by the legal experts that this was unnecessary and would
he better placed in other emstmg statutes that don't deal
with the Uniform Commercial Code. The Judmarty |
Committee agreed, and, on March 19th, deleted these lines
from the bill during its hearing on CSSB 112

Page 106, lines 28 & 29: the last sentence of subsection C
on this paEe was added-the language was recommended by
Professor Fred Miller, of the University of Oklahoma, and
the executive director of the National Conference of
Commissioners on Uniform State Laws.

Page 112, line 16: the words "under B or C, and D" were
added to replace the words "under B —(das) D" to clarify
intent.

Page 112, line 25: the word "or" was changed to "of"
correcting a typo.

Page 112, line 28: the word "and" was changed to "or",
again correcting a typo.

Page 112, 1lines 29 & 30: the words "or lessee"™ were added.
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 112 (Jud)
1993 LEGISLATIVE SESSION v -1S

Revision Date;

Department Affected: Commerce and Economic Development

Title:  An Act relating to the UCC BRU:  Banking, Securities and Corporations

Sponsor:  Senator Kerttula
Requestor:

EXPENDITURES/REVENUES:

Component:

COMPONENT SERIAL NO. 1233

OPERATING FY %4 FY 9% FY % FY 97 FY 98 FY 99
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0
REVENUE
FUND SOURCE: 0 0 0 0 0 0
FUNDING:

1002 Federal Receipts 0 0 0 0 0 0
1003 GF Mach 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Division:  Banking, Securities and Corporations Date:

Approved by Commissioner:  Paul Fuhs r

Agency: Commerce and Economic Development Date: T_|

PREPARER TO PROVIDE ,iLL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution inlormation call the Governor's Legislative Office
Rev 11/2 Page 1 ot _g_
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FISCAL NOTE

STATE OF ALASKA BILL NO.
1993 LEGISLATIVE SESSION o)

Revision Date:

CSSB 112 (1AC)

r

Title:  An Act relating to the UCC BRU:  Banking, Securities and Corporations

Component:

Department Affected: Commerce and Economic Development

Sponsor:  Senator Kerttula

Requestor:

COMPONENT SERIAL NO, 1233

EXPENDITURES/REVENUES:

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

_I'l
—<
©
]

FY 96

_,_,
—<
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Estimate of current year (FY 93) impact: 0
ANALYSIS: (Attach a separate page if necessary.)

Prepared by: ~ Willis F. Kirkpatrick, Director Phone:  465-2521
Division:  Banking, Securities and Corporations Date:

Approved by Commissioner:

Paul Fuhs

Agency: Commerce and Economic Development Date: I

]
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PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

Rev 11/92
dgl098fn.bsc

For further distribution Information call the Governor's Legislative Office
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ctp WALTER KHICKEL, GOVERNOR

PLEASE REPLY 70:
S ! R AARE D,
PHONE:
DEPARTMENT OF LAW e & ey

o KEY BANK BUILDING
J00CUSHMAN ST.. SUITE400

OFFICE OF THEATTORNEY GENERAL FAIRBANKS, ALASKA 99701-467/9
PHONE: 221563
March 19, 1993 FAX: 4561317

w). P. 0. BOX 110300mSTATE CAPITOL
JUNEAU, ALASKA 99811-0300

EAH>(()NE: g%&:ﬁ-aan
Hon. Drue Pearce )
Hon. Steve Frank

Co-Chairs

Alaska State Senate Finance Committee
State Capitol Building, Room 508
Juneau, AK 99811

Re: SB 112
Dear Senators:

The Department of Law has reviewed SB 112 and finds no
legal problems.

The b ill makes impo-tant improvements to the Uniform
Commercial Code.

We understand that the bill is before your committee and
that the bill is scheduled for hearing on Monday, March 22, 1993.

We appreciate the early scheduling of this important legislation.
If you have questions, please let us know.
Sincerely,

CHARLES E. COLE
ATTORNEY GENERAL

By
Deborah E. Behr
Assistant Attorney General

DEB:cl

cc: Alaska's Uniform Law Commissioners Delegation
Justice Jay Rabinowitz
Arthur H. Peterson, Esq.
Jerry Kurtz, Esq.
Tam Cook, Esq.
Grant Callow, Esq.

Kris Lethin, Legislative Liaison
Office of the Governor

ilnllilel* in't 0L vidfiii 0
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February 16, 1993

Terry Bannister HAND DELIVERED
Legislative Counsel

Legislative Affairs Agency

130 Seward St., Rm. 405

Juneau, Alaska 99801-2105

Re: SB 112, UCC misc. (art. 2A, personal property leasing;
arts. 3 & 4, negotiable instruments; art. 6, bulk sales)

Dear Terry:

A copy of Professor Fred Miller®s February 11, 1993 reply to
my February 5 inquiry about your draft of this bill i1s attached,
along with his marked-up copy of my letter, your page 112, and a
sheet of citation updates. SB 112 was introduced last Thursday,
Feoruary 11.

Fred designated parts of my letter with numbers, and referred
to those numbers iIn his letter. Using the same numbers, here are
my comments on his comments:

1. O0O.k. All of the i1dentified changes should be made.

2. 0O.k. AS 45.03.102 @ (page 13, line 6, of the bill)
should be changed as iIndicated in my letter, when the
art. 4A bill (SB 8) passes.

3. 0O.k. AS 45.03.415(a) (page 48, line 16) should be
changed to refer to "() - (e)."

4. 0.k. Thechange in proposed AS 45.12.108(d) (page 93,
line 15 has already been made.

5. Add the fTollowing sentence to the text of proposed AS
45.12.304 ©) (page 106, line 26) : "IT the certificate of
title statute is silent on the issue of transfer, this
section controls.” This is not a perfect solution, but
It states their intent on the basic point, putting it in

sh/art/bannister.let




Terry Bannister
February 16, 1993

Page 2

Re: SB 112, UCC misc. (art. 2A, personal property leasing; arts.
3 & 4, negotiable instruments; art. 6, bulk sales)

the text rather than "legislative history.” It seems
like a better approach than other proposals, although 1

still rather like my "provided by statute™

said was ambiguous).

(which Fred

6. I believe that Fred is wrong; proposed AS 45.12.— 310(e)
IS not "‘technically correct.” But, what he means by his
"B and (@) are tied together and subsections (2) and
(@) also are tied together," is that paragraph (4) is the

constant. I.e, the correct interpretation

is, in your

and my description, @) or @), and 4)." I also
disagree with Fred that the best solution is to leave the
provision alone and rely on legislative history, and 1
suggest that the correction be iIn the text. The fact
that UCC 8 9-314(4) (our AS 45.09.314(d), which changed

NCCUSL"s version to "(@ - (©)) 1is also

incorrectly

drafted in the same way IS not a persuasive reason to
ignore the problem here. See Fred"s corrections iIn your

subsec. (F), which should also be made.

Presumably, these little amendments can be made

in the Senate

Labor and Commerce Committee. | would guess that Sen. Kerttula
will want you to prepare them on an amendment sheet, for ease In

presenting them to the committee. So far as 1 know,
not yet been scheduled for a hearing.

So, that"s i1t for now.

Yours truly,

AHP/sh
Enclosure

cc w/enc.: “on. Jay Kerttula (Hand Delivered)
Alaska State Senate

L. S. Kurtz, Jr., Esq-
Anchorage

cc w/o enc.: Prof. Fred Miller, Exec. Dir., NCCUSL
c/o Univ. of Oklahoma College of Law

sh/art/bannister.let

the bill has



82/11/93 18:54 04053256282 OU LAW LIBRARY

The
University ofO hhhom a

COU.SGS OF U Ww

200 UmbenteU Road

Norman, OKlanoma 73018-0701
(405) 3254688

FAX # (406) 325-0262 February 91,1993

Arthur kb Peterson

Dillon Q& indley

One Sealaska Plaza, Ste. 202

Juneau, AK 99801

FAX QO7-586-37T7 oo aevveoessvesssssssssnnenns

Re: UCC Amendments
Dear Art:

Hopeftdly this will respond to your letter to me dated February 5, 1993 (enclosed and
questions numboered).

1. There are a number of cross references that should be updated, inducing the two you
found. 1 enclose a sheet where the ones that Jack Burton and | have found to date are listed.

2. 1 have no idea why ULA drops the language about payment orders in 33-102(a). Thar
language should appear.

3. | agree with you the reference in § 3-415(a) should be to subsections (b) through (e);
apparemly we have made an error | am copying the reporter with this letter, however, just in
case | have overlooked something and we would be in error in making the change.

4. | am not sure how to respond hecause | do not have Alaska Civil Rule 82. It may be
helpful to observe thar often the specific rule win be construed to control the general rule; your
proposed amendment to § 2A-108(4) would simply reflect that approach. Thus it should be okay.

5. The statute and the comment to § 2A-304 | believe are consistent. The statute is a
general rule that both the certificate of title act and Artide 2A must be considered. The comment
says, if when that is done, the certificate of title act does not address (he point, then Artide 2A
will control. This mmle states the obvious. The first change to the statute that you propose
would change the rule, however, and the second change Leaves the matter ambiguous. 'If a
chunge must be made, | would put in the Alaska legislative history or comments a change to the
comment sent’re-a: "If the certificate of title statute, after being consulted on the issue of

(21002
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transfer, is silent, this section "will control.1

6 | agree the statement in § 2A-310(3) is unclear; Inmy o#Jinion it could read: "When
under subsections (2), ()or ( 4 ) However, the section is derived from § 9-314<4) (which
reads () or (2) and (3)) and we do not want to create a different interpretation. Moreover, since
subsections (3) and (4) are tied together and subsections (2) and (4) also are tied together, the
provision technically is correct. On balance, | would not change it; If more clarity is necessary,

again 1would use Alaska legislative history or comments.

By the way, | believe in restyling, your bill substantively changes the section. Your
subsection (f) I believe should use "o*" and not "and" between (1) and (2), and neea: a reference
to "lessor or the lessee" in (2). Also note the typo in the lead in.

If you have any other questions, please let me know.

Kenneth McAfee Centennial Professor of Law
George Lynn Cross Research Professor

ljw
Enclosures : ol

r1 - f
cc: Robert L. Jordan FAX 310-206-7010 " ' ;
Cadyle C. Ring FAX 703-448-295% . 1’ . 1
John M. McCabe FAX 312-915-0187
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DILLON & FINDLEY
APROFESSIONAL CORPORATION
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ANCHORAGE
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uo OC renm oac
Piul L. Dillon FlcehnIIe Telephone (90 2773400
Thocnu W, fradloy (%077)) FIOplmlleE‘)O 274-9649
%tip}lrdHD.PMoaknun SITXA]
rinur . Prserton 514 Lrtc Stree{
Sitly, Alula 99335
Telephone (907) 747-3900
Jiclmile T47-3990
February 5, 1993
Fred H. M iller, Exec, Dir.
NCCDSIi .
c/o Univ. of Oklahoma, College of Law
300 Tinberdell Road _ _
Norman, OK 73019 T e ~
Re: UCC amendments
Dear Fred
At the request of a senator who has agreed to introduce our
ucc changes, | reviewed hIS draft hill covering arts. 3, 4, and
6 (repeal). | have some questions.

[ | do.not find in any UCC material | have West's new
1990 O fficial Text, an’ amendment of 4 1-201M inition of
"alue"), to reflect the 199.0 renumbering of s5 4- 210) and s
4-209 (now 211) {. 4208 used to be captioned interest
of Collecting Banka in Items. Accompanying Docum Proceeds”
and 5 4-209 "was captioned \Nhen Bank Gives Value r'qoses 0f
Holder in Dus Course." in the main part of W blication,
those captlons and provmons axe in 15 210 and 211 ectively,
and 208 and 209 are on different subbects the ch elng shown
In Wests Appendix  IX, g|V|ng the 1990 art. nts,” Am |
correct _in assuming difect correspond that no

| substantive change requnes d0|ng someth ing, d that cross

= reference, other than amending and 209’ d ‘210"

"211," respectively", in 5 1- 201(4 ? (In a what is the
reason for that cross reference to 208/2107 hat section
affect s 1- 201(44)5 definition of "value"7)

Also, no material that | have indicates the amendment of § 2-

~ 103(3)'s reference to "'Dishonor'. ~Section 3- "dishonor"
refarance should now be to | 3-502'.

2 Why does the version, of .5 3-102(a payment

¥ ordersgven dbyArtlcle LA as | am told) 0S X/voda
appear in the s 172 x li-incL sheets | received from NCCUSL (dat ed
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Fred H. M iller, Exec. Dir., nccdsl Page 2
February 5, 1993

12/2/91) and in West's 1990 version. Am| corroct in assuming that
they should stay there?

secktlon, and not to e .

torne%/ fees |n an action in (

nab ||y an sets out certain
fees. Our Civil Rule 82

¥ so—wa naad...to ..olarif
tute and the rule. How
(4) V|tu “Notw ithstan

re"? That approach w

ular circumetances des

O
oo

oo
= —-
b :
e

(S e

——tocown S =0 —+
Py = N
[

S pro—~+DP _~— o559

The Off|C|a| Comment under 3 2A-304 says, with regard to
aubsac. (3), "Where the certificate of title statute is silent on
this issue off transfer, this section will control." How does that
statement square with the use of "both" |n the E£sxfc- — |f e
comment expresses Your intent, shouldn'® the text use "either"? Or
perhaps say, simply, "provided by statute.'

In 3 2A-310,- subsec (5) says "When under subsectlons (2) hor
e
his clause V|o|ate an
he
The

(53_), and  (4) ... 3{ joining ‘the congunctlve "and" with "t
|SJunct|ve "or" in the sameé series,

Important drafting pr|n0|ple and ;oreates an ambiguity. Does
clause mean "(2),." or (3) and. (4? of "(2) or (3),” and (4)"?
fficial Comment doesn”t clarly the matter. "~ our legislative
rafter changed the provmon to read as shown on the attached
heet (substltutln our a (b Lé , etc., for NcarsL'a (i), (2),
3), etc.). What do you thin*~/

We appreciate your help. Thanks.

Yours truly,

Arthur H., Peterson .
Uniform Law commissioner
. for Alaska

E]005
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Fred H. Miller, Exec. Dir., NCCUSL
February 5, 1993

cc w/enc.: John MCae Legislative Director
Legal cou%el

e B
Legls

ative Affairs- Agency

Page 3
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interests in the whole except as stated in (d) of this section but is subordinate to
interests in the whole existing nt the time the lease contract was made unless the
holders of those interests in the whole have in writing consented to the lease or
disclaimed an Interest in the goods as pan of the whole.
(d) The interest of a lessor or a lessee under a lease contract described in (b)
or (C) of this section is subordinate to the interest of
() a buyer it the ordinary course of business or a lessee in the
ordinary course of business of any interest in the whole acquired after tho goods
became accessions; or
(9 a creditor with a security interest in the whole perfected before the
lease contract-was made to the extentthatlhe creditor mtdces subsequent advances
without knowledge of the lease contract
() When under (b) - (d) of this section, and subject to (f) of this section, a
lessor or a lessee of accessions holds an interest that is superior to all interests in the
whole, the lessor or the lessee may remove the goods from the whole, free and clear
of all interests in the whole, but the lessor or lessee must reimburse a holder of an
interest in die whole who. is not the lessee and who has not otherwise agreed, for the

\ cost of repair.of physical injury but not for a diminution in value of the whole caused

y the absence of the goods removed or by a necessity for replacing them. ,A person
entitled to reimbursement may refuse permission to remove until the party seeking
removal gives adequate security for the performance of this obligation.

(O The lessor o™ the lessee may remove the goods under (8) of this section
() on default, expiration, termination, or canceUation of the lease
contract by the other party but subject to the provisions of the least' contract and this
chapter, W. .~ . . . . .. ,
. (& if necessary to enforce other rights and jemedies of the lessor under
jhis chapter...
Sec.,45.12.311. PRIORITY SUBJECT TO SUBORDINATION. Nothing in
this chapter prevents subordination by agreement by a person crtitled to priority.
ARTICLE 4. PERFORMANCE OF LEASE CONTRACT,
Sec. 4512401  INSECURITY: * ADEQUATE ASSURANCE OF

-Lp
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tjre §T3h% r8ference in UCC § 2-511 to § 3-802, upon enactment of Revised Article 3, should
2.

The reference in UCC § 2-403(4) to Article 6 should reflect the action taken with respect
to Article 6, whether repeal or revision.

3. Upon enactment ¢ 7Article 2A and Revised Articles 3 and 4i definitional cross references
in the following sections need attention:/*5-103f3) (reference to acceptance S ould be
from § 3-410 {0 § 3409V\B 9-203fn éreference t0 9 4-208 should be 5 42Q< and the
reference to the "Artrcle on Soles" shauld be the “Articles on Sales and Leases");" 9-206(1)
(reference to "Avrticle on Clommercial Paper (Article 3)" should be “Article on Nei;otrable
Instruments (Artrcle 3) )) 9312 ? 1) (reference to § 4-208 should ke to §4-210)"2 03&21
(reference to "'dishonor” and § 3-507 should be 9 3- 502) 91-201(44) reference to (?%

and 4-209 should be 89 4-210 and 4411% 92- 5113 g (reference to § 3-802 should be 9 3-
310); ana*4 1-201(3) (reference to § 2A-207 should be added).

As Articles 2, 5, 8 and 9 are revised in-the-futuxe,-this-saine issue..wilL.presenl itself*.

Moreover, to the extent a state;enacts revisions out of order, references may need to be amended
twice; e.q., if a state were to enact revised Article 5 before revised Articles 3 and 4, the cross
references in revised Article 5 would have to be chanEed toreferto old Article 3, and then again
upon enactment of revised Article 3. Finally, some like kind adcitions to the Official Comments
are in order; for example, to add the comparable references to Article 2A in the comments to &8
1-102-and 1-203, Again, the question asked under.the Overview as to Article 1 is raised.

-au-eeiiuskc™
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DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

(007) 465-3867 or 465-2450 _
FAX'(007) 465-2020 130 Seward Street, Suite 400
Muil Slop 3101 Juneau, Alaska 00801-2105

MEMORANDUM February 5, 1993

SUBJECT: Revised UCC bill (Work Order No. 3-LS0227\))

TO: Senator Jay Kerttula

Attn: Bill
FROM: Theresa L. Bannister L'

Legislative Counsel

This memo accompanies a final version of the above UCC bill. This version contains
the changes requested by Art Peterson in his February 4, 1993, letter, except for the
cross-reference to AS 45.14, the funds transfer chapter.

Because this bill does not enact the funds transfer chapter, the bill shouldn’t include
a reference to that chapter. Therefore, the phrase, "to payment orders governed by
AS 45.14" is not included in sec. 45.03.102(). However, you may wish to consider
amending the funds transfer bill, SB 86, at some point to amend current AS 45.03.-
103(a) by adding this phrase. Then, when both bills pass, the revisor will have
legislative guidance that this phrase should be added to the new sec. 45.03.102(a).
| have discussed this with Art.

The actual changes made are listed below.

1 The reference to AS 45.04.210 has been added to AS 40.01.201(45). Although it
isnot entirely clear how the cross-reference to sec. 45.04.210 fits in AS 45.0_1._201?45),
it has been reinserted because it corresponds to a cross-reference in the original text.
As Art indicated, he will contact the NCCUSL drafters to attempt to clarify why this
cross-reference is included.

2. The phrase, "Notwithstanding Alaska Rule of Civil Procedure 82," was added to
sec. 45.12.108(d).

3. The word "filing" was changed to "recording” in sec. 45.12.309()).
4. The word "tim s" was substituted for "time" in sec. 45.12.507(a).



Senator Jay Kerttula
February 5, 1993
Page 2

5 The commas requested by Art to clarify that "of the type" referred to "default"
were inserted where "of the gype" occurred: AS 45.12518(a), 45.12.524(a),
45.12.525(h), 45.12.527(a), and 45.12.529(a) and (e).

I6. In sec. 45.12.529(g), "a default" became "default", and "by lessee" became "by the
essee”.

CLARIFICATION. Contrary to what I said in my December 31, 1992 memo, the
documents published by the National Conference of Commissioners on Uniform State
Laws (NCCUSLg are the ultimate authority on uniform state laws, no* the
ublications of the Uniform Laws Annotated &ULA) publications. However, the
LA isa convenient and comprehensive source for determining the content of these
laws and the rationale behind them.

If 1 may be of further assistance, please advise.

TLB:gc:pl
93-108.9lc

Enclosure
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The Honorable Jay Kerttula HAND-DELIVERE])
Alaska State Senate

Room 427, State Capitol

Juneau, AK 99801-1182

Re: Your draft bill on Uniform Commercial Code changes: Art..
2A (personal property leasing), Arts. 3 and 4 (negotiable
instruments, eto.)r and repeal of Art. 6 (bulk sales)
LAA Work Order No. 8-LS0227\E

Dear Jay:

As you reque-ted recently, 1 have reviewed the January 4, 1993
draft of this bill, accompanied by the December 31, 1992 cover memo
from Terry Bannister to you. 1 have addressed the 38 points set
out in her memo. The bill should now be ready for preparation in
final form and early introduction.

In the art. 2A portion, the bill includes proposed AS
45.12.104(@)(4) (page 92, line 3), originally requested by the
Department of Administration to make clear the relationship to the

state"s Procurement Code (existing AS 36.30). A spot check
indicates that 1t also iIncludes the NCCUSL"s 1990 amendments to
art. 2A.

As you also requested, you will find attached a brief
description of the bill, citing bill section numbers as they appear
in this draft. 1 could not keep it to one page, since the bill
covers three major areas of the law and 1s 136 pages long. | trust
that you will find this description helpful for press releases,
committee discussion, and floor debate. The Department of Law, the
Legislative Affairs Agency, and |1 have additional background
material i1f you would care to see It

Here are some changes to be made before introduction:
A. On page 11, line 25, "45.04.210 and" should be inserted in

front of ""45.04.211," to maintain a direct correspondence with the
NCCUSL*"s numbering changes in art. 4.

sh/art/karttula.lt2



The Honorable Jay Kerttula Page 5

February 4, 1993
Re: Draft bill proposing UCC changes (arts 2A, 3, 4, & 6)

the appropriate clarification, and most closely tracks the official
version.

Phew! 11

Let me know 1f I can be of further assistance.

Arthur H. Peterson _
Uniform Law Commissioner

for Alaska
AHP/sh
Enclosures
cc w/enc.: Rest of Alaska"s ULC Delegation:

Jay A. Rabinowitz
W. Grant Callow )
Tamara Brandt Cook (Rand-Delivered)

L. S. Kurtz, Jr. i
Deborah E. Behr (Hand-Delivered)

Terr* Bannister, Legislative Counsel (Hand-Delivered)
Legislative Affairs Agency

avart/kertiula. IR2



The Honorable Jay Kerttula Page 2

February 4, 1993
Re: Draft b ill proposing UCC changes (arts 2A, 3, 4, & 6)

B. On page 13, line 6, after 'money," 1Insert, "to payment
orders governed by AS 45.14,". This change picks up the NCCUSL"s
reference to the new art. 4A (funds transfers) in your otner UCC
bill.

C. On page 111, Iline 8, "filing" needs to be corrected to
"recording,” 1n proposed AS 45.12.309(1). This change from the
NCCUSL wording was already made In () (20 of that section (page
111, line 13). It accommodates a Department of Natural Resources
request, to conform to existing AS 40.17.110(b)(1).

D. Onpage 119, [line 26, change "‘time"™ to read '‘times,” to
conform to official NCCUSL wording.

E. Onpage 134, line 8, iIn proposed AS 45.12.529(e), the "a"
in  frontof "default” should be deleted. On the following line,
"the" should be inserted In front of "lessee." These two minor
changes conform to the NCCUSL"s wording, and correct what appear to
be typographical errors.

Hare are my comments ar. Terry®s 38 points, using her numbers:

1. Although 1 would not have made some of the rearrangements
that Terry made in the sections cited, | have no real objection to
them. While there is a value to maintaining the national sequence
of provisions, as well as the national wording, Terry®s changes do
not do violence to the national approach, and 1t Is most important
to get the bill introduced and enacted soon.

2 — 4. O0.k.
5. The insertion of the term "code" i1s an excellent idea.
6 & 7. O.k.

8. So far as 1 can tell at the moment, the applicability
section (sec. 129) looks good.

9. I have not compared this draft word for word with the
NCCUSL version, but, being somewhat fTamiliar with the Alaska
Legislature®s drafting style, 1 assume that Terry"s miscellaneous
style changes are o.k.

10. Terry®"s cross reference to our existing statutory
construction provisions 1is substantively o.k., and 1 am not

avat/Zkertala. It?



The Honorable Jay Kerttula Page 3

February 4, 1993
Re: Draft bill proposing UCC changes (arts 2A, 3, 4r & 6)

requesting that the original NCCUSL language be restored. 1 should
say, however, that 1 am slightly concerned about outsiders looking
for the exact NCCUSL language in the cited provisions. But, again,
It iIs most important to get this bill introduced soon, and I am not

suggesting a change.
11 - 13. O.k.

14. As i1ndicated above, 1In my suggestions Tfor change
preceding this list of responses to Terry®s points, | believe that
the reference to AS 45.04.210 should be reinserted. I will write
to the national experts to get their opinion on this. But, for
now, It Is Important to get the bill introduced and moving.

15. Terry"s change, based on the ULA version, reflects what
appears to be an error iIn the ULA version. The following words
appear i1n the official publication of the UCC by West Publishing
Company under contract with NCCUSL, and should be reinserted iIn AS
45.03.102(a) (page 13, line 6), following "money': ', to payment
orders governed by AS 45.14,".

16 & 17. O.k.

18. I think that Terry 1is right, but I am writing to the
national experts to check on this point. In the meantime, proposed
AS 45.03.415(a) (page 48 line 16) should remain as It appears In
your draft.

19 & 20. O.k.

21. Teiry is correct. The official NCCUSL version poses the
two alternatives for subsec. (b). Subsection (©) is supposed to be
there, regardless of which alternative is chosen for subsec. c.
Terry has chosen Alternative A, and | believe that she has made the
appropriate choice, but 1 will defer to the bankers on this one.

2 — 25. 0.k

26. Terry"s point is a good one. However, |1 recommend
leaving the draft®s provision alone and tracking the "official™
NCCUSL version of AS 45.04.215.

27. | believe that Terry®s draft is appropriate, and that the
dollar amount should not be Inserted. This is the approach taken

sSvartZkertaila. I2



The Honorable Jay Kerttula Page 4
February 4, 1993
Re: Draft b ill proposing UCC changes (arts 2A, 3, 4, & 6)

in prior drafts of this part of your bill, including last
legislature®™s HB 294. | heard no objections to i1t then.

28. This is a good point, comparable to the one Terry raised

In connection with two provisions in your other UCC bill. However,

to maintain as much consistency with the "official’ NCCUSL version
as possible, 1 recommend that we address the point by amending
proposed AS 45.12.108(d), rather than deleting It In the
meantime, 1 will include this question with those I am sending to
the national experts on this subject. My suggestion is that, at
page 93, line 15, the following words be inserted in front of “in

an action': NJotwithst* m"ding Rule 82, Alaska Rules of Civil
Procedure, "
29 & 30. o.k.

3l. Again, Terry has raised a good point. I am inclined to
think that the provision should be amended (at page 106, lines 25
and 26) simply to say "'provided by statute.' However. | prefer to
leave proposed AS 45.12.304(c) as i1t appears In the draft until 1
hear from the national experts on this point.

32. O0.K.

33. Another excellent point! |1 don"t know the answer, but
recommend keeping Terry"s interpretation in the draft until 1 hear
from the national experts. | will ask them about this point too.

34 & 35. 0.k

36. Terry"s point i1s good, proposed AS 45.12.522(b) could be
clearer. However, her assumption is correct, and 1 recommend that
her draft"s wording be retained until the official NCCUSL version
Is changed.

37. 0O.k.

38. Terry"s point is good, “but 1 think that her proposed
solution is awkward. I recommend 1inserting commas around the
intervening prepositional phrase, so that the references would read
as Tollows: "After default™ by the Ilessee under the lease
contractj. of the type described ...."" This approach flows, makes

sSvartZkertaila. 2



STATEMENT (TJ

F
SEN. JAY KERTTULA
ON

S.B. 86 AND S.B. 112
"UNIFORM COMMERCIAL CODE"
BEFORE THE

SENATE LABOR AND COMMERCE COMMITTEE
MARCH 2, 1993

GOOD AFTERNOON. I'D LIKE TO THANK COMMITTEE
CHAIRMAN SENATOR KELLY AND THE MEMBERS OF THE LABOR
AND COMMERCE COMMITTEE FOR SCHEDULING SENATE BILLS
86 AND 112 FOR A PUBLIC HEARING TODAY. THE BILLS
ARE COMPANION PIECES OF LEGISLATION AMENDING
ALASKA'S UNIFORM COMMERICAL CODE.

AS SPONSOR OF THE BILLS IN THE SENATE, | WILL
PROVIDE A BRIEF OVERVIEW OF EACH BILL. | HAVE ALSO
ASKED LEGISLATIVE LEGAL COUNSEL AND REPRESENTATIVES
FOR THE DEPARTMENT OF LAW TO BE HERE TODAY TO EXPLAIN

SOME OF THE MORE TECHNICAL AND LEGAL ASPECTS OF THESE
BILLS.

| WILL BEGIN WITH SENATE BILL 86, ALSO KNOWN AS
THE "FUNDS TRANSFERS™ BILL.



SPONSOR STATEMENT-SB 86 AND AB 112
PAGE 2

GENERALLY SPEAKING, SENATE BILL 86 BRINGS THE FUNDS
TRANSFERS PORTION OF ALASKA'S UNIFORM COMMERCIAL
CODE UP TO DATE WITH REGARD TO CURRENT ELECTRONIC
TECHNOLOGY AS IT APPLIES TO MODERN BUSINESS
PRACTICES.

S.B. 86 WILL ENACT THE NEW ARTICLE 4A INTO THE
STATE'S UNIFORM COMMERCIAL CODE. THE U.C.C. IS A
COMPREHENSIVE CODIFICATION OF COMMERCIAL LAW
THROUGHOUT THE COUNTRY. UNTIL 1989, HOWEVER, THE
U.C.C. DID NOT DEAL WITH FUNDS TRANSFERS BETWEEN
COMMERCIAL ENTITIES. AS BUSINESS PRACTICE HAS COME TO
RELY MORE HEAVILY ON THE SPEED, EFFICIENCY, RELIABILITY
AND RELATIVELY LOW COST OF ELECTRONIC TECHNOLOGY, IT

IS APPARENT THAT ALASKA'S COMMERCIAL LAWS BE
BROUGHT UP TO DATE.

THE NEW ARTICLE 4A EMBODIED IN S.B. 86 DOES THIS.
THE PROVISIONS IN S.B. 86 HAVE ALREADY BEEN ADOPTED BY
44 OTHER STATES, INCLUDING NEW YOQORK, ILLINOIS AND
CALIFORNIA-THE MAJOR FINANCIAL CENTERS FOR AMERICA.



SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 3

THE SHEER VOLUME OF COMMERICAL FUNDING
TRANSACTIONS VIA MODERN TECHNOLOGY MAKES ENACTMENT
OF S.B. 86 NECESSARY. IN 1989, A RECORD THREE TRILLION
DOLLARS WERE TRANSFERRED ON A SINGLE DAY-MORE MONEY
THAN THE 1989 U.S. GROSS NATIONAL PRODUCT. THE
AVERAGE INDIVIDUAL FUNDS TRANSFER IN 1989 WAS FIVE
MILLION DOLLARS, AND THE AVERAGE DAILY TRANSFER WAS
ONE TRILLION DOLLARS.

UNLESS THE PARTIES TO A TRANSACTION USE THE SAME
BANK, A FUNDS TRANSFER, ON AVERAGE, INVOLVES AT LEAST
FOUR ENTITIES: THE ORIGINATOR OF THE PAYMENT; THE BANK
TO WHICH THE ORIGINATOR COMMUNICATES THE FIRST
PAYMENT ORDER; THE BANK OF THE ENTITY RECEIVING THE
ORDER; AND THE RECIPIENT OR BENEFICIARY.

BECAUSE THESE TRANSACTIONS ARE DONE
ELECTRONICALLY, AND NOT IN CASH, A NUMBER OF
QUESTIONS REGARDING RESPONSIBILITY AND LIABILITY
ARISE. QUESTIONS SUCH AS: WHAT HAPPENS IF THE FIRST



SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 4

BANK MAKES A MISTAKE ON THE AMOUNT TO BE PAID? WHAT
IF THE SECOND BANK FAILS TO NOTIFY THE RECIPIENT?
WHAT HAPPENS IF THE ORIGINAL PAYMENT ORDER IS
FRAUDULENT AND NOT ACTUALLY ISSUED BY THE
ORIGINATOR? WHO BEARS THE RISK OF LOSS AT A GIVEN
TIME IN THE TRANSACTION PROCESS? AND WHAT

CONSTITUTES ACCEPTANCE AND REJECTION OF A PAYMENT
ORDER?

THESE AND OTHER QUESTIONS ARE ANSWERED IN THE
ARTICLE 4A ENACTED BY SENATE BILL 86 WHICH,
BASICALLY, ESTABLISHES THE RULES GOVERNING THE
PAYMENT OF LARGE SUMS OF MONEY.

THE BILL PROVIDES A SIGNIFICANT IMPROVEMENT IN
ALASKA COMMERCIAL LAW. IT WILL HELP KEEP ALASKA'S
UNIFORM COMMERICAL CODE UP TO DATE WHICH, IN TURN,
HELPS ASSURE A FAVORABLE COMMERCIAL CLIMATE IN
ALASKA-ONE THAT IS IN LINE WITH THE REST OF THE
NATION AND CAN, ACCORDINGLY, HELP ENCOURAGE
ECONOMIC DEVELOPMENT AND GROWTH IN ALASKA.



SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 5

S.B. 86 HAS A ZERO FISCAL NOTE FROM THE
DEPARTMENT OF LAW. IN ADDITION, FEDERAL FINANCIAL
REGULATORS ARE ENCOURAGING INDIVIDUAL STATES TO
ENACT THE PROVISIONS EMBODIED IN S.B. 86. TO BRING
THEIR RESPECTIVE STATE LAWS INTO COMPLIANCE WITH
FEDERAL LAW. UNLESS STATES ADOPT THESE PROVISIONS,
THE FEDERAL GOVERNMENT WILL STEP IN AND PERFORM
THE REGULATORY AND ENFORCEMENT DUTIES RELATING TO
FUNDS TRANSFERS.

THE PROVISIONS IN S.B. 86 HAVE BEEN ENDORSED BY
THE NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM
STATE LAWS.

SENATE BILL 112

SENATE BILL 112, IN GENERAL, ALSO MAKES
AMENDMENTS TO ALASKA'S UNIFORM COMMERICAL CODE. IN
MOST INSTANCES THESE CHANGES ARE DESIGNED TO BRING
THE CODE UP TO DATE WITH THE REST OF THE COUNTRY.



SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 6

THE FIRST CHANGE ADDS A NEW ARTICLE 2A TO THE
EXISTING LAW. WHILE THE EXISTING LAW COVERS
COMMERCIAL PROPERTY LEASES, THERE IS NO LANGUAGE
RELATING TO PERSONAL PRI"ERTY LEASING.

PERSONAL PROPERTY BEING LEASED RANGES FROM CARS,

HORSES, AND MOVING VANS TO CONSTRUCTION EQUIPMENT
AND OIL RIGS.

ARTICLE 2A DEALS WITH WHAT ARE CALLED 'TRUE"
LEASES AND "FINANCE" LEASES. THE ARTICLE PROVIDES THE
STATUTORY ANSWERS TO A BROAD RANGE OF LEGAL ISSUES,
COVERING SUCH MATTERS AS OFFER AND ACCEPTANCE,
WARRANTIES, MISTAKE, FAILURE TO PERFORM, RISK OF LOSS
AND REMEDIES.

THE CURRENT ABSENCE OF THESE RULES PROMOTES
LITIGATION.

ARTICLE 3 OF S.B. 112, FOR THE MOQOST PART,
REORGANIZES THE EXISTING MATERIAL IN THE STATE CODE
TO MAKE IT MORE CLEAR AND TO ACCOUNT FOR MODERN
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TECHNOLOGIES. THESE REVISIONS FIX MANY OF THE PROBLEMS
THAT HAVE ARISEN OVER THE PAST 40 YEARS WITH THE
UNIFORM COMMERCIAL CODE AND WITH NEGOTIABLE
INSTRUMENTS. SOME OF THE CHANGES INCLUDED IN ARTICLE 3
AND ARTICLE 10F S.B. 112 ARE NECESSARY TO BRING THESE
ARTICLES INTO COMPLIANCE WITH THE NEW LANGUAGE IN
ARTICLE 4A AS IT APPEARS IN S.B. 86.

ONE IMPORTANT CHANGE IN ARTICLE 3 IS THAT THE
REVISION RECOGNIZES THAT THERE ARE TWO TYPES OF
INSTRUMENTS-NOTES AND DRAFTS-WHICH USUALLY
PERFORM DIFFERENT FUNCTIONS AND, THEREFORE, MERIT
DIFFERENT TREATMENT.

BENEFITS FROM ENACTING ARTICLE 3 OF S.B. 112
INCLUDE, BUT ARE NOT LIMITED TO, THE FOLLOWING:
CERTAINTY OF THE LAW, SPEED AND RELIABILITY, LOWER

COSTS, REDUCED LITIGATION, AND STRICTER STANDARDS FOR
FIDUCIARIES.
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FINALLY, SENATE BILL 112 SEEKS TO REPEAL ARTICLE 6

OF THE PRESENT UNIFORM COMMERECIAL CODE. ARTICLE 6
DEALS WITH BULK SALES. A BULK SALE IS ONE IN WHICH A
BUSINESS SELLS ALL OR A LARGE PART OF ITS INVENTORY TO
A SINGLE BUYER QUTSIDE THE ORDINARY COURSE OF
BUSINESS.

THE EXISTING LAW WAS DESIGNED TO PROTECT
CREDITORS OF SUCH BUSINESSES FROM THE PROPRIETOR WHO
ABSCONDS WITH THE PROCEEDS OF SUCH A SALE. THESE
LAWS WERE ENACTED IN A CLIMATE OF SMALLER BUSINESSES.

BUT THE CREDIT ENVIRONMENT HAS CHANGED
DRASTICALLY OVER THE YEARS, SO THAT THE RISK OF THE
ABSCONDING PROPRIETOR IS NO LONGER VERY GREAT. IT IS
NOW EASIER FOR BUSINESSES TO ESTABLISH THE
CREDITWORTHINESS OF A PROPRIETOR OR MERCHANDISER,

AND EASIER TO PURSUE THOSE FEW WHO DO "TAKE THE MONEY
AND RUN".
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IN ADDITION, UNDER ARTICLE 9 OF THE EXISTING CODE,
PROTECTIONS FOR CREDITORS ARE MORE SIGNIFICANT THAN
IN THE PAST.

BECAUSE OF THESE FACTORS, THE NATIONAL
CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS,
AND A GROUP OF 16 ALASKA BUSINESS LAW ATTORNEYS,
HAVE RECOMMENDED THAT ARTICLE 6 BE REPEALED. AS OF
1991, 14 STATES HAD APPROACHED THIS ISSUE AND TEN OF

THEM OPTED FOR THE REPEAL APPROACH ENACTED IN SENATE
BILL 112

THIS BILL RECEIVED A ZERO FISCAL NOTE FROM THE
DEPARTMENT OF LAW'S DIVISION OF LEGAL SERVICES.
ACCORDING TO THE DEPARTMENT'S ANALYSIS ACCOMPANYING
THIS FISCAL NOTE, THE BASIC CHANGES PROPOSED IN S.B.
112 ARE-AND | QUOTE:

.. .NEEDED TO HELP BRING ALASKA BUSINESSES AND
CONSUMERS INVOLVED IN COMMERCIAL TRANSACTIONS UP TO

DATE WITH BUSINESSES AND CONSUMERS IN THE REST OF THE
COUNTRY." (END QUOQTE).
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BECAUSE OF THIS, AND THE OTHER REASONS | HAVE
OUTLINED IN MY STATEMENT, IT IS MY HOPE THAT THIS
CO/ I/NTTEE WILL LOOK FAVORABLY ON BOTH SENATE BILL 86
AND SENATE BILL 112, GIVING IT A "DO PASS"
RECOMMENDATION.

(end statement)
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