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Important Facts About the African Development llaiik

» The African Development Bank is located in Abidjan, Ivory Coast, wlicrr Ii 
is accorded sovereign status by treaty. The Bank has representative offices 
tliroughout Africa as well as In London, England.

•  At March 31, 1983, the United Slates subscription to the African Develop­
ment Bank alone covered the Bank’s net funded debt by 80.3%. This com­
pares very favorably to the U.S. subscription coverages (at fiscal year-end 
1982) for the World Bank (30.4%), Aslan Development Bank (46.3%) and the 
European Investment Bank (0%). Only the Inter-American Development 
Bank has a stronger U.S. coverage ratio o f 160.0%. (Chart 2)

•  At March 31, 1983, when the capital subscriptions o f the major Industrial 
nation members o f the Bank, Including the United States, Japan,

and the major European'countrles, are collectively nssessed, 
their total capital subscriptions covered the Bank’s total net funded debt by 
361.3%. This compares very favorably to the same coverages o f other multi­
lateral development banks’ Industrial members’ subscriptions (at fiscal year- 
end 1982): World Bank (84.6%), IADB (205.4%), AsDB (170.8%) and EIB 
(69.6%). (Chart 3)

•  Finally, when each bank's full membership subscription Is compared to Its 
net funded debt, for the above period o f comparison, the African Develop­
ment Bank reflects the strongest coverage ratio (1,338.4%), when compared 
to World Bank (147.9%), IADB (488.6%), AsDB (312.2%) and EIB (96.7%). 
(Chart 4)

•  A t year-end 1982, the AFDB'S ratio o f temporary Investments, consisting of 
government securities and equivalents, to net funded debt amounted to 
approximately 50.7%. This compares favorably to WB (29.2%), IADB 
(57.5%), AsDB (71.8%) and EIB (10.3%). (Chart 5)

•  At year-end 1982, total equity capital (subscribed plus reserves) of the Bank 
($4,400.9 million) provided a coverage o f 7r2.3% of total loans outstanding 
($617.9 million), the strongest coverage of the multilateral development 
banks compared. (Chart 6)

•  Total loans outstanding, $617.9 million at year-end 1982, ha.e grown at a 
compound growth rate o f 17.4% for the I978-i)982 period. At March 31, 
1983, total loans outstanding ($641.5 million) represented 45.4% of the 
Bank’s total assets ($1,414.5 million).

•  Total debt for the Bank (net funded debt plus all other liabilities) at March 
3 1,1983 represented an unount equal to 48.8% of the Bank’s total assets.
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Conservative, successful, poised for expansion

an ?/ssr

ol unlike Africa itself, the 
African Development Bank 
(Af.D.B.) has been distant and 
mysterious to the outside world. 
But perceptions are rapidly 
changing. The Bank is moving 
into the focus o f investors. And 
they are realizing that wh ile the 
continent is largely promise, the 
Bank is both promise and per­
formance. The continent is riven 
by recurrent strife and an inabil­
ity to concretize a common 
purpose. The Bank is tightly 
managed w ith precise 
objectives.

There is every reason, of 
course, for the continent's appar­
ent inability to realize a common 
purpose. There are more than 
SO co1 intries in Africa, many of 

ations for less than two
Oi.. ;, some nations in name 
but i. • ethnic groupings put 
togeiln suit the projects and 
convenience of former colonial 
poweis. The European commu­
nity, with far fewer countries, is

I hardly united in common pur- 
1 pose; it would be remarkable if 
Africa were more focused.

I What is remarkable, there­
fore, is the purposefulness of the 
Bank and the way this purpose- 

j fulness is understood and sup- 
J ported by its members through 
the most concrete of commit­
ments: the commitment of cash. 
Despite the well-known eco­
nomic difficulties of many of the 
African countries, they have con­
tinued, nevertheless, their peri­
odic cash contributions to the 
Bank's capital with noteworthy 
promptness and regularity. More 
remarkable still, they have done 
so in convertible currencies, 
despite their well-known foreign 
exchange shortages. Most 
remarkable of all, the Bank has 
the highest ratio of paid-in capi­
tal of any multilateral develop­
ment bank-by a wide margin. 
Where others would be happy to 
have 10 percent paid in, the Afri­
can Develojjment Bank has no

less than 25 percent paid in.
This commitment is demon­

strated as well by the way the 
African countries have always 
agreed to support the Bank's cap­
ital increases despite their po liti­
cal disagreements, according to 
M.L. Yuma, Secretary General of 
African Development Bank. And 
it has been reaffirmed by the way 
they have continued to make 
contributions despite current 

; account deficits, says Vice Presi­
dent Samuel Ogunleyo. Fora 
number of countries th is repre­
sents "a sacrifice,'' notes Ogun- 
leye. "Uganda is a good 
example," he says. "Everyone 
knows how they've been 
affected by economic problems, 
yet they have made great efforts 
to keep u|) their contributions." 
While there have been some 
press reports about capital sub­
scription arrears in the Bank con­
tributions of some countries, 
Af.D.B. officials demonstrate 
that the problem is exaggerated.

NON-REGIONAL CONTRI­
BUTIONS EXPAND THE 
BANK'S POTENTIAL 
The strong commitment by Afri­
can member countries to the 
Ba. k is evident throughout the 

' Bank’s history-and in fact it 
derives in part from that history. 
For most of its existence-for the 
19 years up to December 30, 
1982— the African Development 
Bank depended entirely and 
exclusively on African countries 
for its capital. Unlike its sister 
institutions, the Inter-American 
and Asian Banks, which were 
godfathered at their inceptions- 
the former by the U.S., the latter 
by the U.S. and Japan-the 
Af.D.B. very deliberately chose 
to grow up on its own. Until last 
year, it refused to accept contri­
butions from non-African 
nations.

That it finally did so, in fact, 
i was due to certain obvious 
I advantages it gained in the pro- 
; cess. That it did so on such a

1
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lim ited scale-accepting non- 
rcgional contributions for only 
one third of its capital, and 
amending its constitution so that 
these contributions cannot 
obtain a majority -is testimony to 
the fact that the Bank continues 
to primarily look for its future 
development from the commit­
ment of the African members 
and, to a lesser extent, its non- 
African partners.

A New York banker familiar 
with the situation sums up the 
African Development Bank's 
rationale fur taking the outside 
money in two key words: "lever­
age and resources." As Edward J. 
Waters, Vice President in Corpo­
rate Finance of the New York 
investment banking firm of Kid­
der, Peabody & Co. Incorpo­
rated, sees it, the African 
Development Bank is adding sig­
nificantly to its borrow ing power, 
based both on its improved credit 
and additional capital and 
leverage.

He and other outside observ­
ers, in Japan and Europe as well 
as the U.S., stress that although 
the Af.D .B . has managed per­
fectly well withour the non- 
regional participation for many 
years, the addition of the indus­
trialized countries would clearly 
increase the Bank's contribution 
to the development o f Africa.
The industrialized countries 
would also benefit significantly 
in this accelerated progress.

That the Bank was managing 
perfectly well w ithout the indus­
trial members' capital is one rea­
son it took the management three 
years to get the princip le of non- 
regional membership approved 
by the African members. The 
other reason, of course, was their 
determination to keep running 
their own show -and to avoid all 
possibility of its domination by 
the more powerful economies of 
the industrialized countries.

That the Bank persevered and 
finally got the increase through is 
a tribute, in the opinion of the 
New York commercial banker

mentioned earlier, to the skills of 
its management.

"President Wila Mung'Omba 
has kept things in place and kept 
the boat on an even keel in a 
stormy environment," he says, 
and he characterizes this as 
"quite an achievement."

EXCEPTIONAL MANAGEMENT, 
AN EXCEPTIONAL RECORD
Management in fact, in the view 
of finandal market investors, is 
one of the most important of 
Af.D.B.'s strengths. "The man­
agement of this institution com­
pares most positively w ith that of 
any financial institution any­
where in the world ," states 
Kidder, Peabody's Waters, who 
knows financial institutions 
everywhere. Waters says the 
degree of commitment o f the 
managers is the aspect o f the 
Bank that is most impressive. 
Another is the level o f Af.D.B. 
management's ability and experi­
ence, says his colleague S. 
Melvin Rines, also a Vice Presi­
dent with Kidder, Peabody and 
who has worked with Waters on 
in-depth studies of all the multi­
lateral development banks. As 
Rines notes, "W hy not, they 
have been educated at the best 
graduate and post-graduate uni­
versities in the world ." More­
over, adds Waters, "there is no 
better tribute to their abilities 
than to recognize that they have 
successfully managed this devel­
opment bank in the most under­
developed regional economy in 
the world, w ithout any blemish 
on the Bank's loan portfolio, nor 
any rescheduling of it as we ll."

A glance at the curricula vitae 
o f some of the Bank officials con­
firms these rema ks. Mung'Omba, 
who formerly was a senior exec­
utive of the Standard Chartered 
Bank in London and an Executive 
Director o f the International 
Monetary Fund before joining 
A f.D .B ., holds a law degree from 
London University. Finance Vice 
President Babacar N'Diaye holds 
an advanced graduate business

management degree from 
France's prestigious Ecole des 
Sciences Politiques, and in addi­
tion he holds an equivalent Char­
tered Public Accountant degree 
from France, Diplome Etat d'ex- 
pertisecomptable. K.K. Dei- 
Anang, the Bank's General 
Counsel, has degrees from the 
Oxford School of Jurisprudence 
and from the London School of 
Economics. Among the Bank's 
Executive Directors, there is Rolf 
M. Jeker, a Swiss who holds a 
PhD in Economic Business and 
Public Administration from St. 
Gall Graduate Institute. And 
there is Pierre Moussa of Chad 
-n o t to be confused with his 
namesake from France -w h o has 
university qualifications from 
Paris' Faculte de Droit et des Sci­
ences Economiques. Ibrahim M. 
Hamed, Vice President for 
Administration, holds a Bachelor 
of Commerce from Egypt's Aim 
Shams University: he has also 
been Undersecretary of State in 
charge of the office of the State 
Ministry for Management and 
Development in Egypt. Every 
manager of the Bank is similarly 
qualified.

The Bank's record with its 
loans and projects is no less dis­
tinguished. As far as loan losses 
are concerned, the record is 
clear: it has none. As far as suc­
cessful completion of projects 
is concerned, the record is 
equally impressive: Vice Presi­
dent Donation Bihute (a Swiss- 
educated former World Bank 
Executive Director) says that of 
2-10 projects completed to date, 
only 14 could be described

Pierre Moussa, Af.D.B.'s Execi 
live Director, says that once 
Africa meets its food productic 
needs, it "above all constitutes 
potential market.”



as problems, and these only 
on the basis of whether the 
projects achieved their planned 
objectives.

RIGOROUS LOAN 
PROCEDURES
The record is due to a strict 
adherence to a set of procedures 
that are not only rigorous but 
thoroughly tested. In many 
instances, as the Af.D.B. is quick 
to acknowledge, it has the 
advantage of the other multi­
lateral development banks' expe­
riences. Rolf Jeker observes that 
many of its procedures had been 
established, and many of their 
wrinkles ironed out, even before 

\ the Afrir n Bank came into 
I existent i.

The "project cyc le" which 
the Af.D.B. applies to every job, 
for instance, is patterned on the 
six tried and true steps taken by 
the World Bank: 1) identification 
of the pro /ec t-by A f.D .B ., by the 
country or countries concerned,

: or by another development insti­
tution such as the United Nations 
specialized agencies, the World 
Bank, or the Inter-American 
Development Bank; 2) project 
preparation-including such key 
stages as feasibility and engineer­
ing studies; 3) appraisal-to 
ensure not only that the project is 
financially and technically prac­
tical but that it is both socially 
and economically rewarding to 
the borrower as well; 4) loan 
approval-which includes negoti­
ations with the government or 
governments involved on the 
extent and terms of Af.D.B. par­
ticipation; 5) supervision; and 
6) post evaluation. After the 
preparatory stage, the processing i 
of the project through to the 
board, according to Christopher 
Kahangi, Director of the Bank's 
Central Project Units who stud- ! 
ied industrial management at 
M.I.T., takes an average o f 18 
months before work gets under 
way-an indication of the thor- ;
oughness w ith which the Bank 
approaches each project.

The last two stages are most 
important and deserve elabora­
tion. As Finance Vice President 
N 'D iaye points out, "One of the 
biggest differences between us 
and other multilateral develop­
ment banks (MDBs) is that they 
ana managed by people from 
thf.-ir lending countries, which 
are mainly industrial, and we're 
managed by people from our 
borrowing countries-which are 
entirely African." This enables 
the African Development Bank to 
know its borrowers better, and— if 
possible, since all MDBs are 
extremely rigorous in their super­
visory procedures-to control its 
disbursements even more 
carefully.

Vice President Bihute and 
General Counsel Dei-Anang 
emphasize several key points 
with regard to the precautions 
taken by the African Develop­
ment Bank to make sure its 
money is used properly:

• Af.D.B. makes no loans at 
all unless they are guaranteed by 
the government of the country 
concerned.

• "A f.D .B . participation, as a 
matter of po licy ," says Bihute,
"is limited to the foreign 
exchange component of a 
project."

• Af.D .B . reimburses con­
tractors for expenditures, and 
does so only when they prove 
they have made them. "W e 
won 't just shell out a blank 
check," says Dei-Anan.'j. In prin­
ciple, he goes on, "w e have to 
see that you've procured what 
you said you were going to pro­
cure, then we 'll reimburse you ." 
In practice, he adds, under the 
pressure of the foreign exchange 
shortages of some borrowers, 
the Bank has partly relaxed this 
rule: "O n the recommendation 
of Price Waterhouse, we have 
evolved a system under which, 
once the borrower proves it
has placed an orrlpr, we make 
payment under letters o f credit 
- to  the suppliers."

• Af.D .B . has strict surveil­
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lance measures in force. "To the 
suppliers" is the key phrase in 
the exception above. The A fri­
can Development Bank goes out 
of its way to avoid irregularities. 
The Bank has developed various 
measures for bringing pressure 
to bear: for instance, says Dei- 
Anang, because o f its volume of 
business, the Bank has devel­
oped clout w ith suppliers and 
contractors-and, in the worst 
case, it simply stops doing busi­
ness w ith them.

Borrawing countries are any­
thing but eager to be cut o ff from 
Bank funds, for the simple rea­
son that they cannot borrow as 
cheaply anywhere else. Besides, 
as Dei-Anang points out, on u $5 
m illion project, the Bank's con­
tribution might be $2.5 m illion , 
spread over 25 or more items-so 
the possibilities for large scale 
embezzling are just not there. 
Concludes Dei-Anang: "W e 
work closely w ith the other 
multilateral development banks 
and we know their experience is 
the same; it is just very difficu lt 
to misappropriate funds from the 
MDBs."

• To reinforce these proce­
dures, the bank employs strict 
credit and post facto controls. 
Quite apart from the Bank's 
team supervising any project, 
says Secretary General Yuma, 
there is a separate team of audi­
tors keeping an eye on the extent 
to which the project is meeting 
expectations. And behind them, 
says Yuma, comes "a special 
division which does post-evalu­
ation; it gives an independent 
opin ion on how the project 
was conceived, how it was su­
pervised, and how it was exe­
cuted." How disinterested is the 
opinion? "They're very indepen­
dent," says Dei-Anang.

A HISTORY OF SUCCESSFULLY 
COMPLETED PROJECTS
One result of the efficiency of 
such procedures is a record of 
which the Bank's management 
is visib ly and understandably

Off-shore oil rigs in the Cull of 
Suei near Abu Kudeis.



proud. Among the more striking 
achievements are its part in the 
financing of a Trans-Sahara road, 
which w ill link Algiers to Lagos, 
and the fact that, as West ana 
Central Africa country Pro­
grammes Department Director 
Mohamed Bouzid says, the 
enormous and ambitious project 
is proceeding according to plan.

While the Trans-Sahara 
stands out because of its inher­
ent appeal to the imagination, 
dozens of other Af.D .B . projects 
are playing vital roles in the 
development o f Africa. Vice 
President Bihute talks o f a power 
project in Gambia, which was 
completed at estimated cost and 
below estimated tim e -to the 
country's great advantage; the 
Kapiri Glass Project in Zambia, 
which was not only completed 
ahead of schedule, but also with 
enough savings to finance an 
extra furnace. President Mung 
'Omba says, "O ne can't count 
the number o f schools and hos­
pitals we've helped to bu ild ."
I.B.C. John, the Agricultural and 
Rural Development Director, 
says the outstanding projects in 
his area have involved irrigation. 
Most of them are relatively 

1 small, he says, but they make 
: significant contributions: "In 
Malawi, we actually got farmers 
to double their maize yield in 
five years, in one rural pro ject."
W hile nobody pretends that 

100 percent of the Bank's pref­
ects go according to plan, the 
percentage that does is remark­
ably high. The Bank has had 
serious problems-cost overruns 
or unwarranted de lays-on only 
6 percent of completed jobs.
And the principal problem-mak- 
ers have been m ining ventures- 
where problems have arisen 
largely because o f the recession- 
induced fall in world commodity 
prices.

Nobody pretends either that 
problems do not exist. Executive 
Director Moussa bemoans the 
shortage of research and statis- 

: tics. "There are only a few

regional agricultural research 
institu .ions in the whole of 
A frica ," he says, "and when you 
look for the research budgets of 
governments, you generally find 
there aren't any." It is d ifficu lt to 
envision progress without 
research, he goes on, and the 
Bank is doing something to 
encourage it, by including 
research allocations in its proj- 
ects-sometimes against the 
real desires o f the countries 
concerned, since they do not 
like paying the research money 
back.

SETTING PRIORITIES THAT 
MATCH AFRICA'S NEEDS
The other overriding problem in 
Africa, Moussa says, is that mal­
nutrition destroys not on ly peo­
ple but productivity. This, too, 
is a problem the Bank is doing 
something to solve-indeed a 
solution is the Bank's overriding 
policy goal. "The operating pro­
gram for 1982-1986 provides 
that the bulk of our resources 
(slightly over one third) w ill go to 
finance agricultural and rural 
development programs," says 
Bihute, "w ith special emphasis 
on food production."

There is no question that this

is the emphasis of the African 
Development Bank's President, 
who speaks movingly of the 
underfeeding that besets the 
people of the continent. Mung 
'Omba stresses the point, more­
over, that the relief of hunger in 
Africa is t worthy economic goal 
as well as a humanitarian objec­
tive. "The continent is not going 
to be a prosperous market until 
the people can feed them­
selves," he says.

Yet he and other Bank o ffi­
cials stress that, while they are 
allocating a high percentage of 
the Bank's resources for this 
goal, thev are doing so on sound 
banking principles. On the one 
hand, suggests one Bank o ffi­
cer, "there is a desperate need 
for a given pro ject-the people 
can't work as hard as they might 
because they are sick, and their 
productivity is low because they 
are hungry." But on the other 
hand, he adds, "we have to look 
at the viab ility of the project, to 
be sure it can generate sufficient 
income to pay back principal 
and interest."

"W e never forget," says still 
another senior A f.D .B . execu­
tive, "w e are a bank." ®

Quality control at a textile p/ar 
in Gonfreville, Ivory Coast.

A railroad through a tropical rain 
forest-the Tran>gabon railway 
under construction between 
Owendn and Franceville.
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Sound banking principles and total professionalism: 
An interuiew with Wila D. Mung’Omba, 
President of the African Development Bank
whhen you talk to potential 
investors about the Bank's secu­
rities, wh ich are the strengths 
that you personally stress?
The most important is the man­
agement and staff. It is vital 
for outsiders to know that we 
haven cadre of personnel who 
can handle the bank's business 
effic iently.

Second, it's very important to 
the investor to know that we 
insist on adhering to the normal 
banking principles that are prac­
ticed by every financial institu­
tion in our line of business. We 
continually insist on technical, 
economic and financial via­
b ility for all our projects. This 
means that we only finance via­
ble pro jects-to ensure that each 
project generates sufficient reve­
nue in one form or another to 
pay for itself, and thus m in im iz­
ing or altogether removing the 
possibility o f default.
What do you emphasize in the 
capital structure area?
That the African Development 
Bank has been extremely con­
servative in itsgea ring -w ilh 25 
percent of the capital paid-in. 
This insistence on having such a 
high proportion of capital paid- 
in has actually placed us out of 
step, in a favorable sense, with 
the other multilateral develop­
ment banks (MDBs), because 
our ratio o f paid-in to callable 
capital is so high.

Next, it is important to men­
tion the support the regional 
member countries have given, 
and fina lly— and this is some­
thing investors have been look­
ing forward to for a long lim e - 
the admission to membership of 
non-regional countries.

This is important because the 
wise investor prefers to lend to

an organization w ith which he is 
familiar. That was one of our pri­
mary reasons for opening our 
doors to non-regionals: we 
knew that investors in the indus­
trialized countries would feel 
even more confident in our 
securities if they knew they were 
dealing with investments which 
have the backing of their own 
governments.
You mentioned the quality of 
your professional staff as the 
first strength of African Devel­
opment Bank's securities. Is 
there any way to quantify this 
quality?
The first way is the fact that the 
professionalism of our staff is 
borne out by outside institutions, 
the co-financiers who agree to 
join in financings with us. Our 
analysis of projects, our admin­
istration of loans, the keeping of 
our books, the handling of the 
Bank's assets-none of these 
have been found wanting by the 
outsiders we've been working 
with.

Secondly, there is the dedi­
cation of the staff, demonstrated 
by the way we have been able 
to increase operations without 
increasing personnel at anything 
like the same pace. When I tell 
outsiders we have only between 
400 and 500 professionals on 
our staff, and relate that to the 
number of projects we handle 
|the African Development Bank 
and its affiliates have been get­
ting an average of more than 
70 new projects under way per 
year|, they won't believe it.

Thirdly, the academic qua lifi­
cations of the professional staff 
are very, very impressive. We 
now insist that we cannot recruit 
anyone as a loan officer, for in­
stance, unless they have at least

a master's degree in economics, 
finance, o ra related field, and 
that that degree be accompanied 
by at least five years' experience 
in a field related to the work 
they'll be doing. We have more 
than 2,000 applicants for profes­
sional jobs at any given time, 
and we 'll soon reach a point 
where we w ill be giving prefer­
ence to people w ith |even morel 
senior degrees.
W ith the changes in the capital 
structure, you've brought the 
wealthiest countries in the 
"W este rn" world in as backers j 
of your securities. Do you env. 
sion any further changes, in 
terms of shareholding?
No, I don't. One o f the reasons 
we opened up our capital struc­
ture was our desire to continue 
to find ways to attract capital to 
Africa, and I think we have now 
tapped the main ones that have 
sufficient capital to export.
Now that you have Western 
governments as shareholders,

Wila D. Mung'Omba: "We only 
finance viable projecls-lo 
ensure that each project gener­
ates sufficient revenues in one 
form or another to pay (or itself."
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w ill you be under any pres­
sure lo take the type o f action 
some people in Washington 
have been urging on the m u lti­
lateral development banks- 
o f guiding member borrowers 
toward the liberalization of 
their economies?
Only in the event of a request 
from an individual borrowing 
member can we do so. As an 
institution, we are prohibited 
from any attempt, overt or co­
vert, to impose any sort o f eco­
nomic policy on our members. 
We are actually barred from 
doing so by the Bank's Charter. 
Despite this, do you feel there 
is a general tendency in your 
member countries toward less 
controls and subsidies and cen­
tra l planning, and more reliance 
on the market mechanism? 
Looking around the continent, 
w ith the direct contacts between 
the IM F -w h ich does not insist 
on observance of these criteria— 
and our member countries, there

is a lot o f liberalization going on 
in Africa today.
W ith in the lim its o f the Charter 
which you mentioned, how 
do you see your role as a bank 
evolving?
I don't see it going only in the 
direction o f putting money into 
the African economies. I do see 
it evolving not on ly as a finan­
cial but also as an economic 
institution. It should expand on 
the activities it has started in 
order to supplement its own 
activities. For instance, institu­
tion-build ing. We've created, or 
helped to create, such institu­
tions as SIFIDA, an investment 
institution based in Geneva, the 
Association of African Develop­
ment Finance Institutions, the 
African Re-Insurance Corpora­
tion, and Shelter Afrique lap 
institution that w ill work or. die 
problem of providing housing 
throughout thccontinentl.
How do domestic political 
events and the domestic

policies of member countries 
affect the operations of the A : i- 
can Development Bank? The 
recent change o f power in 
Upper Volta, fo r example?
I like to think this is an aspect 
for which we must be proud of 
those who first conceived the 
Bank. They created an institu­
tion which was really above the 
domestic problems of individual 
countries. Events in Upper Volta 
would not have any effect on 
our operations.

The only way in which 
changes in domestic situations 
may impact us is when there are 
changes in the organization of 
countries and these changes 

I affect our implementation of 
| projects. To that extent domestic 
politics do have an effect on our 
opcr.T'/ms, but I must add very 

1 quickly ihal, when such inter­
ruptions have occurred, the gov­
ernments concerned have been 
very quick to contact us to see 
how we can work w ith them. ®

Financial strengths endorsed by 
analysts and investors
II  he credit o f this Bank com­
pares most favorably w ith the 
credits o f the Inter-American 
Development Bank (I.A.D.B.), 
the Asian Development Bank 
(As.D.B.), the World Bank and 
the European Investment 
Bank (E.I.B.)," says Edward). 
Waters, with the concurrence of 
S. Melvin Rines, both Vice Presi- 

i dents in Corporate Finance of the 
New York investment banking 
firm Kidder, Peabody & Co. 
Incorporated.

To the international investor, 
there are two particularly inter­
esting aspects lo this uncompro­
mising statement. One is the 
quality o f the institutions to 
which Waters and Rines are 
favorably comparing Af.D.B. All

four of the multilateral develop­
ment banks are rated triple-A by 
Moody's and Standard & Poor's, 
and that in the financial markets 
these credits are regarded as 
superior to all but the most supe­
rior o f all sovereign credits.

The other point of particular 
significance about Waters and 
Rines' analysis is the quality of 
the corporate finance analysts: 
the Kidder, Peabody officials 
have made a series of studies of 
the MDBs, and tl ir thorough­
ness has made them the leading 

j authorities on Wall Street, and 
j probably anywhere in the world, 
i on the creditworthiness o f these 
| institutions.

In the past three years, Waters 
and Rines have done in-depth

analyses of the As.D.B. (running 
173 pages), of the I.A.D.B. (run­
ning 188 pages), as well as 
reports on the MDBs as a group. 
During this summer they have 
concluded extensive research on 
a similar basis for the Af.D . B. In 
a number of areas of crucial 
importance to investors, they 
found, Af.D . B. conies out ahead 
of all the others:

• Atyear-end 1982, the total 
equity (subscribed capital and 
reserves) as a percentage of total 
loans outstanding was 712.3 per­
cent for African Development 
Bank. By comparison, the 
respective percentages for the 
Inter-American Development 
Bank (at June 30,1982), Asian 
Development Bank (at Decem-

A IM A S /C A M M A U A IS O N
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Pipelines bring oil lo Ihe oul- 
station at Obagui in Nigeria- 
one of the worl '.'s leading oil 
producers.

ber 31, 1982), World'Bank (at 
June 30, 1982), and European 
Investment Bank (at December 
31,1982) were451.1 percent, 
325.7 percent, 161 percent, and
88.2 percent.

• Also for these periods, 
"stockholders' equity" (paid-in 
capital olus reserves) as a per­
centage of total loans outstand­
ing was 95.2 percent for
A f.D. B., against 75.3 percent for 
I.A .D .B ., 88.6 percent for 
As.D.B., 27.1 percent for the 
World Bank and 17 percent for 
E.I.B.

• In terms of long-term debt 
to subscribed capital plus 
reserves, African Development 
Bank also offered the most con­
servative structure. For Ihe peri­
ods noted above, its percentage 
o f 8.5 percent compared favor­
ably, Waters and Rines found, 
w ith 17 percent for I.A.D.B.,
24.3 percent for As.D.B., 40.3 
percent for the World Bank and
50.8 percent for the E.I.B. When 
long-term debt is compared only 
to paid-in capital plus reserves, 
these figures reflected 40.9 per­
cent for Af.D .B ., 55.1 percent for 
I.A .D .B ., 54.1 percent for 
As.D.B., 80.1 percent for World 
Bank, and 84.3 percent for the 
E.I.B.

It is important to note that the 
African Development Bank per­
centages above were calculated 
without including the capital 
subscriptions of the United Slates 
and some other non-African 
member countries which were 
not formerly admitted until early 
1983. Waters and Rines also cal­
culated the ratios above at March 
31, 1983, when the full non- 
regional contributions had been 
fixed and the results were of 
course even more favorable to 
Af. D. B. Total equity as a pcr- 
centag ' total loans rose lo
835.8 percent. Paid-in capital 
and reserves alone as a percent­
age of total loans rose to 112.9 
percent. And the percentage of 
long-term debt to total capital 
subscriptions and reserves was

reduced to 7 percent, wh: long­
term debt to the Bank's -in
capital and reserve-
35.6 percent.

• On the same basis, com­
paring the African Development 
Bank at March 31, 1983 to the 
periods noted above for the other 
MDBs, in terms of Ihe coverage 
of net funded debt by the newly 
subscribed capital of the indus­
trialized countries alone, the 
African Development Bank 
shows the strongest percentage 
of all the MDBs. While the 
I.A.D.B. and As.D.B. have 
impressive percentages of 205.4 
percent and 170.8 percent, and 
the World Bank and E.I.B. have
84.6 percent and 69.6 percent, 
Af.D . B., has no less than 361.3 
percent. As Waters and Rines 
point out, "the subscribed capital 
of the United Stales alone cov­
ered 80.3 percent of Ihe African 
Development Bank's net funded 
debt."

RAPID PROFIT 
GROWTH AHEAD
Moreover, for these same peri­
ods, the liquid ity position of Ihe 
Af.D.B. as a percentage of total 
funded debt of 56.9 percent 
compares quite favorably w ith 
that of Ihe I.A .D .3 . (57.5 per­
cent;, World Bank (29.2 per­
cent), As.D.B. (71.8 percent) and 
E.I.B. (10.3 percent).

Not surprisingly, the Kidder, 
Peabody analysis showed that 
the African Development Bank 
was not stronger than its opposite 
numbers in profitability. In terms 
of net income growth, for 
instance, the other MDBs as a 
group reported annual net 
income growth rates of 17.6 per­
cent, I.D .B .; 25.9 percent.
World Bank; 9.8 percent,
As.D.B.; and 25 percent, E.I.B. 
over the past four years, while 
Af.D. B. reported a growth rate of 
approximately 1.2 percent dur­
ing this period.

Nevertheless, authorities on 
MDBs regard this shortcoming as 
less than especially serious, for

two reasons. First, A f.D . B. kept 
its profit margins deliberately low 
as a matter of policy. Second, 
now that it is making more use of 
Ihe international capital markets, 
it has adjusted lending rates to 
reflect these costs and fu lly antic­
ipates that the Bank w ill achieve 
a net income growth rate of 
approximately 36.1 percent over 
the 1982-1986 period.

Kidder, Peabody says that as a 
development bank Af.D . B.
"held the view that it was more 
important to make lower interest 
rale loans to its members than to 
accumulate net income in the 
form of reserves" on behalf of 
those same members. And, as 
Bank officia ls observe, A f.D . B. 
had two other good reasons for 
keeping its lending rales low.
One was th' ‘ it wanted to build 
its asset po Itolio, and to ” et itself 
recognized by member countries 
as a key source of funds. The 
other was that it could afford to 
charge low rates because such a 
high percentage of its funding 
came from paid-in equity capital, 
on which, of course, it paid no 
interest.

W ith all these factors favoring 
low lending rates, A f.D . B. was 
actually charging as little as 7 
percent on its loans as recently as 
the middle of last year, when 
world market rates were so high 
that the U.S. government was 
borrowing at I-I percent. Since 
then, this policy has been 
amended; the current lending 
rate for Ihe Af.D .B . is 9.5 per­
cent, and in future the Bank w ill 
review its lending rate periodi­
cally lo take account of changing 
economic condilions-and set 
the rate to reflect its marginal 
cost of borrowing.

This policy change, paradoxi­
cally, w ill help rathe- than harm 
the economic situation of bor­
rowing countries. While it w ill 
raise their borrowing costs, it w ifi 
enable them to borrow more, 
because it w ill enable the African 
Development Bank lo raise more 
and lend more. Moreover, it w ill



still permit member countries to 
borrow at rates far lower than 
those thv v could obtain on the 
open mai -et— significantly lower, 
in practice than the 11.5 percent 
currently being paid by the U.S. 
Treasury. The members that can­
not afford lo pay any interest at 
all w ill continue to borrow from 
the African Development Fund, a 
concessional fund administered 
by Af. D. 13., but whose loans, 
under the Bank's constitution, 
represent no liab ility o f any kind 
to Ihe Bank.

While, according to Kidder, 
Peabody's calculations, the 
Af.D. B.'s new interest charges 
w ill have an extremely signifi­
cant effect on the Bank's net 
income (a compound growth rate 
o f 36.1 percent for the 1982— 
1986 period) and w ill reinforce 
Af.D .B .’s credit accordingly, the 
basic strength of this credit is, 

i nevertheless, the paid-in and cal- 
: lable capital o f its members. And 
i  now that the industrialized coun­
tries have added their cash con­
tributions as well as their moral 
backing to the commitments of 
the African nations, that basic 
strength is more vigorous than 
ever.

GROWING RECOGNITION 
AMONG INTERNATIONAL 
INVESTORS
The African countries are rightly 
proud of the fact that, until they 
decided on a major expansion of 
Af.D.B.'s activities to accelerate 
Africa's development, (hey had 
financed their Bank very hand­
somely on their own credits. As 
Irving Friedman, the former lop 
IMF officia l who is now an advi­
sor to A f.D .B ., says, one of the 
strengths of Ihe Bank is that "th 
|regional| membership has 
shown a high degree of responsi­
bility in meeting their obligations 
to the Af.D. B." Another is that 
the Bank "has a good-a very 
good-standing among those 
who have lent to it."

Among those who have lent

to A f.D .B ., and who have orga­
nized loans to the Bank by lead- 
managing issues, there is a strong 
feeling that the addition of indus­
trialized countries to the mem­
bership w ill add immeasurably to 
Af.D. B.'s securities' appeal.
Uwe F. Flach, a senior officia l of 
Deutsche Genossenschaft (D.G. 
Bank), which led Af.D . B.'s 100 
million deutschemark issue in 
September, 1982, mentions as 
Ihe chief appeals to investors the 
facts that "A f.D . B.'s paid-in cap­
ital approximately equr ‘s 
long-term and short-te liab ili­
ties, its approved loans represent 
only 43 percent of subscribed 
capital, and disbursed loans rep­
resent only 14.S percent." In 
addition, he says, it is notewor­
thy that Af.D. B. has the highest 
percentage of paid-in capital of 
all thesupranationai organiza­
tions, and the debt-equity ratio is 
a "convincing argument" from 
the investor's viewpoint. Further­
more, he continues, the recent 
opening of the captial to non- 
African states, and the one-third 
participation of the industrialized 
nations in the :apifal of the Bank 
"has upgraded the investment 
quality in the eyes o f European 
investors, individuals and institu­
tions alike."

From Tokyo comes a -im ila r 
but more emphatic impression. 
Japanese.investors are impressed 
w ith the quality of A f.D . B.'s 
management, its loan portfolio, 
and its capital structure. Yet to 
them the overriding consider­
ation is the commitment of the 
industrialized nations in general, 
and Japan in particular. "Western 
summit member countries' capi­
tal share in the Bank is the most 
decisive factor in determining its 
creditworthiness," says Koichi 
Kimura, a senior offic ia l of 
Daiwa Securities, while Masao

Kumon, a managing director of 
Nomura, observes that "sophisti­
cated investors w ill not hold any 
doubt about the credit­
worthiness of the Bank due 
largely to the fact that lapan has 
joined the Bank." Moreover, 
Japan's join ing more or less guar­
antees that A f.D . B. w ill enjoy 
excellent borrowing terms in the 
big Japanese capital market. 
"Supranational financial institu­
tions with Japanese government 
participation are ranked at the 
top of the Tokyo capital market," 
says Yoshihiko Ando, general 
manager of the international d iv i­
sion at the Long Term Credit 
Bank of Japan: A f.D . B. w ill be 
treated, he says, like the World 
Bank, Asian Development Bank, 
and Inter-American Develop­
ment Bank-"as first-class 
issuers."

And Ihe United States? As DG 
Bank's Flach points out, "the 
African Development Bank is 
regarded |by European institu­
tions] as by far the best risk in 
A frica." W ith endorsements like 
his and those of the Japanese 
institutions, it should not be long 
before U.S. investors form the 
same judgment. At the moment, 
says Irving Friedman, the most 
common reaction when he talks 
w ith financial people, is the pro­
verbial blank look: "lack of 
acquaintance, sheer ignorance." 
He adds, though, that when he 
tells them what Af.D . B. is,
"there is a very keen interest, an 
easy acceptance of the fact that 
African Development Bank is 
like the other regional develop­
ment banks." Given the good 
name of these others in the U.S., 
and the uncompromising recom­
mendation of Waters and Rines, 
Af.D . B. should be sure of a 
welcome in the American and 
international capital market. ®

Building a bridge to spa ̂ the 
Louesse River in Cabon. Infra­
structural needs are a pressing 
priority in Africa's developmer 
plans.
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Growing recognition in the international marketplace: 
An interview with Dr. Rolf M. Joker, 
Executive Director of the African Development BankWI  th e n  you talk with other 
international financial people 
about the African Development 
Bank, is there anything they find 
surprising?
Many investment bankers and 
bond dealers have not heard a lot 
about our institution. This is be­
cause, in the past, it operated 
on a relatively low level. The 
African countries paid in a very 
high percentage of subscribed 
capital, and this was mainly the 
resource base for the Bank to 
operate-there being no intention 
to borrow substantial amounts in 
capital markets.

This situation started to 
change iri the late 1970s and 
early 1980s (because it became 
desirable to raise the level of 
operations) and this implied the 
need to implement changes in 
the Bank's financial policies and 
to get bankers and investors to 
know what the African Develop­
ment Bank is and what it's all 
about.
O nce they do start paying atten­
tion what do they find especially 
interesting?
Once they realize that we work 
on the same lines as the World 
Bank and the Asian Develop­
ment Bank and Inter-American 
Development Bank, and that we 
benefit from the same govern­
ment guarantees, which is an 
aspect that is particularly impor­
tant to bankers and bond inves­
tors, they quickly begin to show 
interest in doing business with 
us.

Then we can get into more 
detail and when we explain to 
them that, like other multilateral 
development banks, we have 
never incurred any losses, that 
we do not go in for debt resched­
uling;, and that we have a very

low funded debt, they get even 
more intrigued. On this last 
point, our level o f funded debt is 
very low relatively as well as 
absolutely. In fact we even have 
an advantage over these other 
multilateral development banks 
in this respect. We have only 
borrowed against about 10 
percent of our callable capital.
’ tat this means is that all the 
outstanding debts of the African 
Development Bank are covered 
tenft.id by the callable capital o f 
our approximately 70 member 
countries. For the sake of argu­
ment it can be demonstrated 
that all this debt does not even 
exceed the guarantee level pro­
vided by only two or '.nree o f the 
most creditworthy countries in 
the world, such as the United 
States, the Federal Uepublic of 
Germany and Switzerland.

That is one aspect in which 
we are beher off than most other 
institutions. We also benefit, 
because we are a relatively new 
institution irom the viewpoint of 
non-regional countries, from a 
very high level o f support from 
the governments of these coun- 
tries-which is reflected in our 
very high level of paid-in capital, 
25 percent. If you have followed 
recent discussions about the 
replenishment of paid-in capital 
at the other multilateral develop­
ment banks, they talked of levels 
between zero and 7'h percent.
Is this realized by the foreign 
financial people with whom you 
speak? How widely known is this 
very high level of capital guaran­
tees of the African Development 
Bank, and is its significance gen­
erally appreciated.
We have to distinguish between 
bankers and the investors who 
buy bonds in the market. The

bankers we deal with already 
know, or they very quickly under­
stand what this involves. For the 
rest, my experience shows that 
they are not well informed; they 
don't know that such guarantees 
exist.
But you are pretty well estab­
lished in some markets?
We have already floated bonds 
in the German and Austrian mar­
kets, and we've done syndicated 
loans in lapan: in those three 
markets we are known, though 
I wouldn't say well known. In 
Germany we've had three issues, 
and our bonds have done quite 
well, so we're probably best 
known there.

We also have done syndi­
cated loans and floating rate 
notes and we have a number of 
standby facilities-a concept 
devised by the finance people of 
this Bank to always have suffi­
cient funds available if needed 
for disbursements, etc., without 
having to draw down the full 
amount immediately. This is 
something we've done in the past 
that is now recommended to 
other development banks, as a

Rolf M. leker: "We have never 
incurred any losses, we do not 
go in for debt reschedulings, and 
we have a very low funded 
debt."
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way o f keeping liquid ity at a rea­
sonable level at low cost. As we 
move into the capital markets for 
long-term borrowing we w ill 
educe drawing on these standby 
lines, because they are priced on 
a floating rate base and tend to 
be more expensive.
What are you doing to get the 
Bank better known lo investors? 
In the markets we enter, we put 
on "road shows." We send a 
team o f high level staff, headed 
by our Vice President Finance, 
Babacar N'Diaye. The team w ill 
be assisted by the underwriters 
and by the Executive Directors 
representing the countries where 
borrowings take place.
You mentioned that one of the 
strongest marketing points for 
Af.D.B. bonds is the guarantee 
you provide investors in the 
form of limiting borrowing in 
relation to callable capital. Just

how strong are you going to 
make this guarantee?
Limiting borrowing to callable 
capital is a statutory lim itation, 
but in practice we w ill go much 
lower than this lim it, in order 
to demonstrate our caution to 
investors. The level we go to is 
a question on which the Board 
w ill have to decide, taking into 
account market conditions. We 
have to work towards an opti­
mum, the level at which you can 
convince investors.
From your experience of work­
ing with other MDBs, w here do 
they set their limits?
At the Inter-American Develop­
ment Bank, they lim it borrowings 
to 80 percent of inter-regional 
capital. At the Asian Develop­
ment Bank the lim it is the cal­
lable capital inconvertib le 
currency: in theory they've lim ­
ited themselves to 100 percent of

that, lv ,t in practice they've held 
it dow 1 75 percent-ihey are 
now attempting to fu lly use the 
potential up to 100 percent.
O ne question that some inves- 
to rs-and  some politicians-raise 
about the staffing of multilateral 
development banks: docs poli­
tics enter into the selection of 
staff here?
I think I can confidently say 
recruitment of staff is done on 
merit and qualifications.
As an outside director who has 
had the opportunity to know all 
the MDBs, can you say how the 
professionalism of the African 
Development Bank compares 
with that of the others?
I have dealt w ith all o f them on a 
management level, and here I 
can say that we also have a com­
petent management team that is 
aware of the problems and 
knows how' to deal with them. ®

The Volta River Dam: Africa is 
believed lo have the potential to 
eenerale 40 percent of the 
world's hydroelectric power. .



Helping a continent develop its 
resource and market potential
A,frica is the continent with a 
lot o f resources waiting to be 
tapped," observes African Devel- 

j opment Bank Vice President for 
I Planning and External Relations 
j Samuel Ogunleye-and investors 
! are becoming increasingly aware 
of the Continent's promise. Irving 

! Friedman sees this growing inter- 
I est "in the amount o f time I'm 
able to get from people" to talk 

) about Africa and the Bank.
Europe has always been eco­

nomically and physically close to 
| Africa. France in particular main- 
| tains close ties w ith the Conti­
nent, and relies on Africa fora 
significant proportion of its exter­
nal trade and resources. Accord­
ing to DG Bank's Uwe Flach, 
"European investors and entre­
preneurs see greatest promise in 
projects involving metal process­
ing, particularly alum inum based 
on the extensive resources of 
bauxite, |but also] in iron ore, 
copper, manganese and zinc 
...and in the exploration and 
processing o f uranium and 
crude o il."

The involvement, as Fried­
man notes, is spreading. Japa­
nese investors, according to 
economists at the Long Term 
Credit Bank and Daiwa Securi­
ties, are very much aware of the 
minerals and other natural 
resources of Africa, and Japan 
has always been one of the 
strongest supporters o f the A fri­
can Development Bank. One 
Af.D.B. publication notes that 
"when 3 J African countries met 
in Khartoum |in 1963| losign the 
agreement establishing the Afri­
can Development Bank, Japan 
was one of the few non-African 
countries which was represented 
at the conference and the signing 
ceremony."

Now, o f course, some 30 
non-African nations have com­

mitted capital to the Bank, and, 
as Friedman points out, the inter­
est in Africa is not confined to 
the industrialized West. Brazil, 
India, Korea and Argentina are 
among those he mentions as 
increasingly keen to strengthen 
their relationships with Africa: 
for instance, the Banco Nacional 
de Desenvolvimento, the Brazil­
ian development bank, recently 
signed a technical cooperation 
agreement with Af.D .B . for an 
exchange of technical experts.

A WEALTH OF 
UNTAPPED RESOURCES
The foreign interest centers on 
two aspects of Africa: Africa as a 
resource base and Africa as a 
market. The continent is rich in 
both senses:

• "The potential for hydro­
electric power is 40 percent of 
that of Ihe world ," says Vice 
President Donation Bihute. Many 
of Ihe enormous possibilities, he 
points out, "are still untapped." 
Zaire has the highest potential i 
of all, according to David Twa- 
hirwa, head of Af.D.B.'s Sta­
tistical Division, followed by 
Uganda and Ethiopia. Then, it is
a matter of "wherever the river 
Nigergoes-Guinea, Mali, Niger, 
Nigeria." The Zambesi river also, 
has tremendous potential for 
hydropower, and Bihute men­
tions a major multinational dam 
in construction on the Senegal- 
the Manantali Dam, owned by 
Senegal, Mali and Mauretania, 
and partly financed by Af.D.B.

• Under the heading "A t last, 
an alternative to the Mideast," 
Business Week devoted a 1981 
cover story to West African oil 
prospects, and more recently it 
wrote of "a new tide llherel of 
offshore investment." It seems 
that Ihe whole West African 
coast, from Guinea to Angola,

may contain oil. Congo, Cam­
eroon and Gabon are exporters, 
the Ivory Coast is very close to 
self-sufficiency, Nigeria is poten­
tially one of the biggest produc­
ers in the world. "Since there is 
oil in the Ivory Coast and Nige­
ria, why not also in between?" 
asks Bihute w ith a smile. Twa- 
hirwa adds that Somalia, Ethio­
pia. Sudan, Egypt, Zambia, 
Mozambique and Namibia are 
among other African countries 
where the international oil com­
panies are spending money- 
"and one must assume that they 
spend their money where they 
think there are good prospects." 
Executive Director Pierre Moussa 
notes that in his own country, 
Chad, "we've known about oil 
wells since I960 ." Back in Paris, 
an economist at a lop French 
bank suggests that oil potential 
may be the reason behind 
France's recent stepping up of 
its military presence in Chad.
• Some experts contend that 

an overwhelming preponderance 
of ihe world's strategic minerals 
reserves-Moussa mentions a 
figure of 72 percent-are to be 
found in Africa. Cobalt, chrome, 
manganese, uranium and vana­
dium are among the vital m in­
erals for which, as Ihe French 
economist observes, "there are 
virtually no other sources of sur­
plus supply."

THE PROMISE OF A 
MAJOR MARKET
While energy and mineral pro­
duction and processing represent 
the greatest potential for foreign 
investment, food production is 
Africa's greatest need. When that 
is met, Africa offers vast promise. 
"Africa above all constitutes a 
potential market," says Moussa, 
and a market which could pro­
vide a solution for the surplus
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The headquarters of the African 
Development Bank in Abidjan, 
Ivory Coast, a country that itself 
can boast of one of the highest 
levels of development on the 
continent.
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A diesel shunting on the Bornu 
extension of a railroad in 
Nigeria.

The Sonan Refinery at Cap Lim- 
boh, five miles west of Victoria, 
Cameroon, is designed to pro­
vide the country's petroleum 
needs for the next several years.
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industrial capacity problems of 
the West.

For Africa to realize its poten­
tial as a market, however, he 
and other Af.D.B. offic ia ls know 
that it is essential to bu ild up its 
human capital, and that is why 
so much of the Bank's efforts 
are devoted to agriculture. This, 
they point out, is plain common 
1 sense. "I've had to visit hospitals 
which have been built w ith funds 
from the Bank, and 90 percent of 
the patients are there because 
they're suffering from malnutri­
tion ," says President W ila Mung 
'Omba. " i f they had had proper 
meals and a proper diet, the 
money spent on those hospitals 
could have gone to other sectors."

The Bank's economists also 
make the point that many African 
countries are capable of becom­
ing breadbaskets for the others. 
"Zaire, Zimbabwe, Sudan, 
Mozambique and Angola should 
not only be self-sufficient in 
food, they should be exporters," 
says Twahirwa. Many of them 
can achieve this goal in the 
period of the Bank's current five- 
year plan, he maintains.

Twahirwa also advances 
some facts that suggest the

capacity of the African market, 
once this primary need for food 
is satisfied. It is a widespread 
misconception, he says, that 
there is a vicious circle of poverty 
in every nation in Africa: "Peo­
ple say, ‘These countries are all 
very poor, so they have no sav­
ings, so they can't invest, so they 
stay poor.'"  This is simply not 
true, he contends: "Savings rates 
are surprisingly high, given the 
low level of per capita incomes." 
The figures are not totally reli­
able, he concedes, and the rates, 
as might be expected, vary 
widely from country lo coun try - 
but generally not less than 15 
percent.

W ith some foreign investment 
to galvanize this latent economic 
strength, Africa can fu lfill its 
promise more rapidly than most 
people in the West are aware.
The African Development Bank 
represents an important channel 
through which foreign inves­
tors can take a share in that reali­
zation. One New York banker 
who knows Ihe in' itution well 
sums up the situation neatly:
"  |Investing in| Af.D .B . is a good 
way to establish a stake in this 
promising land." ®

R O H E K I ROYAL



Ivory Coast-a flourishing economy 
with exceptional promise

"The fact that we’re located in Abidjan, Ivory Coast, is an important 
factor in the Bank’s favor,” says a senior official of Af.D.B. Location 
in Abidjan not only places Af.D.B. in a city with good hotels, good 
services and good communications, it associates the Bank with one of 
Africa’s most promising economies. BERI (the authoritative Business 
Environment Risk Information service), which ranks the countries of 
the world for foreign investors by a series of yardsticks, puts the Ivory 
Coast in the same grouping as South Korea .n terms of potential 
profit opportunity, and well below such countries as Italy in terms of 
political risk.

According to an economist at Af.D .B., the Ivory Coast owes its 
success primarily to the quality of leadership of President Houphouct- 
Boigny. The open economy and atmosphere created by the president 
“ has attracted capital and expertise,” says the economist. “ It's a proc­
ess that is sclf-pcrpctuating and self-accelerating.”

Among the Ivory Coast's recent economic achievements:
• With production at 25,000 bands a day, it is very near self-suffi­

ciency in oil. According to one knowledgeable local observer, the 
country has the potential to produce its entire 30,000 barrcls-a-day 
need. Still, with oil at present prices, it makes more sense to import the 
additional 5,000, and leave Ivory Coast reserves in the ground or sea­
bed for the time when prices improve.

• Meanwhile production of electric power has shot up from 225 
gigawatt hours (GWH) in 1966 to 1,844 GWH in 1981 (the latest year 
for which figures arc avai!able)-and 90 percent of it is produced from 
hydroelectric sources. In the development of some of these sources, 
loans from African Development Bank have played an important part: 
another Af.D.B. official notes that the Bank is to lend $40 million 
toward the construction of a new dam.

• Between 1975 and 1980, tarred road surfaces increased 60 per­
cent, and Ivory Coast added another 386 kilometers in 1981.

• The country has become the largest coffee producer in Africa- 
and the third largest in the world.

Responsible program s for continued growth 
With all these indications of solid progress, the Ivory Coast has also 
had its share of problems. The big oil price rises of the 1970s, which 
took place when the country needed to import much more than it docs 
today, played a part in a sharp increase in prices. The recent world 
recession has cut deeply into exports of coffee and cocoa-which 
account for half the Ivory Coast’s export earnings. And the weakness of 
the French franc has had a severe impact on the country’s debt service 
costs, because its currency is tied to that of France.

Despite these difficulties, the economy is one of the healthiest on 
the Continent, says Michel Esnauli-Peltcric, a Vice President of Bank­
ers Trust who is the New York institution’s Regional Representative in 
West and Central Africa. “ They have taken measures which were 
extremely courageous" to cure their economic problems, he says,
"such as canceling subsidies and cutting down spending considera­
bly." While estimates of current inflation vary quite widely, there is 
general agreement that it is now under double digit-and well under 
control.

Two signs of outside interest and confidence in Abidjan are the 
upcoming opening of a new Hilton Hotel and of a new office building 
by the World Bank. And one sign of the country’s own confidence in 
itself is up-country-at the new capital, Yamoussoukro, now under con­
struction. Kidder, Peabody Vice Presidents Edward Waters and Melvin 
Rines, who visited the site in August, ictumed visibly impressed. For 
instance, Waters says the new engineering college being built there 
“ will be as good as the finest engineering colleges in the world-includ­
ing M !.T ."

"La Pyramide" in downtown 
Abidjan, Ivory Coast-soon lo 
joined by a new Hilton Hotel 
and World Bank building.
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Careful planning to finance future growth:
An interview with Babacar N’Diaye, Finance Vice President 
of the African Development Bank

llabacar N'Diaye: "Wo have 
never made loans out oi floating 
rale funds: all of our loans have 
been made on the basis of our 
equity or of fixed borrowings."

I  what have been the most sig­
nificant changes in your borrow­
ing strategies?
In the mid-1970s, when we first 
felt the need to borrow, the Bank 
had no access to the interna­
tional bond markets, because the 
African countries, our sole mem­
ber countries then, had no 
access. We could only tap the 
short-teun markets and, because 
we were then not known at all to 
international bankers, we had to

accept very high spreads-1JA 
percent on our first syndicated 
loan in 1975.

So we had to work on improv­
ing our standing-sometimes we 
would borrow not so much 
because we needed the money 
as because we wanted to get our­
selves better known in the mar- 
kets-and on our most recent 
floating rate borrowing, the 
spread was down to ’/«percent.

We also worked on extending 
our maturities. In 1978 we went 
to Floating Rate Notes as a bridge 
between Eurocredits and Euro­
bonds, and in 1979 we did our 
first Eurobond issue for 100 m il­
lion deutschemarks. Since then 
we've done two more DM issues 
of bonds, and in April, 1983 we 
did a bond issue in Austrian 
schillings.

It's very important to note that 
this was the first borrowing 
we've done with the backing of 
non-regional as well as regional 
capital. In other words, all our 
earlier borrowings were made on 
the strength of the regional capi­
tal alone.
What are the most important 
differences now that you have 
allowed in non-regional mem­
bers and greatly increased your 
equity both with their contribu­
tions and the larger contribu­
tions of (he regionals?
We've changed our policies to 
reflect the facts that we have 
both greater equity and continu­
ous access to ihe bond markets. 
Which of these markets do you 
expect lo tap over the next year 
or two?
At this stage, I would not make 
definite plans to tap one or 
another on a set schedule. I'd 
rather look at each market as and 
when the opportunities arise.

In the same way that you did the 
first bond issue in Kuwaiti dinars 
in 1977?
In the sense that we were getting 
our name known, yes. But in 
general, this w ill be a period in 
which we fix the name of the 
institution in the different mar­
kets, anrl we'd rather concentrate 
on the main long-term capital 
markets-the dollar, the yen, the 
deutschemark, the Swiss franc, 
and the Dutch guilder.
So you haven't any definite 
plans yet for your entry into 
the U.S.?
It is something we are contem­
plating, but there are a lot of 
preparations to be made.

Eventually, entry into the U.S. 
capita! market is essential, not 
only to broaden our supply of 
funds, but for two other reasons: 
one is that the U.S. market gives 
a longer term than other markets; 
the second is that it gives us 
greater leverage in the other 
markets.
The Asian Development Bank 
considers that one of its great 
borrowing strengths is that it has 
the capital sufficiency not to 
need to take the maximum 
amount from any one market at 
any one time. Do you feel you 
have the same flexibility?
For the moment, that is the situa­
tion. It could change as we get 
very much bigger, but we have 
standby facilities which we can 
use any time we need instant 
liquidity. We would fall back on 
these facilities only if we were 
unable to arrange fixed term 
financing at what we regard as 
reasonable cost.
According to the Bank's O pera­
tional Program for 1982-1906, i 
your borrowing needs over the 
next three years were likely to

M A R K  S F A N L tY  K C IN STE IN
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be about $950 million. Is that 
still the case?
Disbursements run pretty much 

I according to plan, so these num- 
! bers are still pretty good.

If the world economic recovery 
continues at least through a rea­
sonably long business cycle, 
would that cause an increase in 
your borrowings?
Yes, the world recovery w ill have 
an effect on the development 
process of the Third World, and 

i the acceleration of this develop- 
; ment would require the injection 
: of more funds into our borrowing 
; member countries. But the proc­
ess of change takes time, and it 

j would not increase our borrow­
ing requirements until after the 
1982-1986 period.
Have any particular types of

institutions been especially keen 
buyers of your bonds?
After the last issue, Girozentrale 
(the lead managers) made a good 
analysis of the buyers, and found 
that they were spread around 
among all types of institutions. A 
pleasant aspect o f the issue was 
that it not only got a quick distri­
bution, it also got a wide distri­
bution. Demand was surprisingly 
strong.
On that subject of dem and, how 
does the yield on your bonds 
com pare with the yield on the 
bonds of other regional develop­
ment banks?
Right before the U.S. and Japan 
subscribed, the differential 
between our yields and those of 
such banks as the Asian Devel­
opment Bank and the Inter-Amer­

ican Development Bank was 
around 25 to 30 basis points.
I gather that represents a consid­
erable narrow ing-w ould you 
expect it to narrow any farther? 
Now that all the non-regionals 
are in, my expectation is that the 
differentials w ill not only narrow 
but disappear altogelher-at least 
in the markets where we have 
made a real penetration.

In markets that are new to us, 
of course, there w ill always be a 
spread, which I call the cost of 
introduction. But at one point 
recently we were trading in Ger­
many just about on a par with 
As.D.B. The key point, in any 
case, is that the differentials are 
diminishing.
Going back for a moment to 
your borrowing in Kuwaiti

The African Development bank 
offers an inviting channel for 
investment in major energy pro­
jects. Another view of the Sonara
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dinars, does the Bank as a repre­
sentative o f Third World bor­
rowers get any especially 
favorable treatment from the 
Arab banks or Arab funds?
Not particularly. Arab banks that 
participate in our loans do so on 
a strictly commercial basis. The 
Af.D.B. as such gets no special 
assistance from any funds. And 
we have never looked for any, 
because the African Develop­
ment Bank has to act strictly as a 
banking institution, just like the 
other development banks.
By comparison w ith them, the 
one unfavorable comparison in 
your operating ratios would 
appear to be in your operating 
profit.
There's a certain logic to this. 
Until we decided to approach 
the capital markets, we never 
considered profit growth impor­
tant. We kept our interest rates 
very low on the money we were 
lending, partly because our fund­
ing came from paid-in capital, 
and partly because, to build our 
asset portfolio, we needed to get 
ourselves well known as lenders 
by our member countries. To do 
this, we needed to make our 
loans especially attractive in 
terms of interest rates.
More recently, though, you are 
paying more attention to p ro fit­
ability? For instance, in 1982 
you raised your lending rate lo 
9.5 percent.
Yes, it is now our policy to get 
a progressive growth in net 
income. In line with our Opera­
tional Program, we'll have nearly 
$300 million in reserves and sur­
plus by the end of 1986.
Could you summarize what you

A brick one/ tile factory being 
constructed in Dodoma, 
Tanzania.

see as the strongest feature 
from an investor's viewpoii 
your operating procedures 
ratios?
It is most important that, if y 
analyze our liquid ity against 
disbursements, you can see i 
we have never made loans o 
floating rate funds: all our lo. 
have been made on the basis 
our equity or of fixed-term be 
rowings.

Then of course, there is th( 
structure of the balance sheet 
the Bank, with 25 percent of tl 
equity actually paid in, and th> 
low ratio of indebtedness of b( 
equity and total capitalization. 
These features have been ana­
lyzed in depth by independent 
outsiders, and I'd rather investr 
studied their conclusions than 
my own.
What are the features of the 
Bank, though, that you person­
ally emphasize, when you talk I 
lenders and investors?
First (hat they should realize 
that this Bank operates as does 
any other well-run bank-that is, 
on normal sound banking 
principles.

Second, I underline the effec­
tiveness of the support o f our 
member countries, because the 
elfectiveness of their support 
underlines there commitment.

This is reflected in their 
responses to the Bank's increases 
in capital, which prove their 
determination to back the institu­
tion (in the most concrete man­
ner) through the subscriptions of 
the African countries alone-our 
capital was originally $250 m il­
lion, and by 1982 we had raised 
it to more than $3 billion. ®

U N IT E D  N A T IO N S /B . W O L F F





Arent, Fox, Kintner, Plotkin &. Kahn
Washington Square 1050 Connecticut Avenue, N.W. 

Washington, D.C. 20036-5339

David J. Aronofsky 
(202) 857-6054

VIA EXFRESS MAIL

February 3, 1986 Ffg .
'  198$

The Honorable Fred F. Zharoff, Chairman 
Committee on Labor and Commerce 
Alaska Senate 
State Capitol 
P.O. Box V
Juneau, Alaska 99811 

Dear Senator Zharoff:

As U.S. legal counsel to the African Development Bank, I 
am writing to request your support for Senate Bill 116 intro­
duced by Senator Rodey and House Companion Bill 277 by Repre­
sentative Mike Miller to qualify the Bank's obligations for 
investment by Alaska state banks and insurance companies. 
Senator Rodey's office has informed me that Senate Bill 116 is 
currently before your Committee awaiting a hearing.

This Bill merely adds the name of the African 
Development Bank to those of the other multilateral development 
banks with identical legal status already listed in the rele­
vant banking and insurance sections of the Alaska Statutes. 
Moreover, its passage would place state banks on an equal 
investment footing with Alaska national banks which are already 
permitted to invest in Bank obligations under federal law (12 
U.S.C. § 24.Seventh); and give Alaska insurers investment 
rights and opportunities equal to those enjoyed by the majority 
of insurers elsewhere in the United States resulting from 
passage of this legislation in many other states. Finally, 
while I understand that South Africa divestiture may still be 
an issue this year in Alaska, please be assured that the 
African Development Bank legislation is completely unrelated 
legislation which would be considered on its own merits without 
any misunderstanding about this point.

I shall be pleased to come to Juneau to appear before 
your Committee at a hearing on the Bank legislation this year

Telephone: (202) 857-6000 Cable: ARFOX Telex: WU 892672 ITT 440266 Telecopier: (202) 857-6395
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The Honorable Fred F. Zharoff 
February 3, 1986 
Page 2

so that I can provide you and your Committee Colleagues with 
all the information you need to make a well-reasoned decision. 
As I mentioned to Michael Thill on your staff the other day by 
telephone, I would also like to take such opportunity to 
discuss with you certain unrelated matters, namely how some of 
our cruise line clients which are heavily involved in the 
Alaska cruise trade can become better acquainted with Alaska's 
legislative leaders on major tourism issues. Working closely 
with Senator Stevens' staff, I coordinated the Customs Service 
rules change effort last year which now permits cruise ships to 
call on more Alaska ports and became quite familiar with the 
impressive tourism commitment in Alaska's coastal areas. I 
have recommended that my cruise line clients take the new 
resulting opportunities to develop stronger ongoing ties with 
key legislative Committee Chairmen such as yourself and would 
greatly appreciate your thoughts about how best to accomplish 
this.

Please do not hesitate to contact me immediately if I 
can provide you with additional information or materials about 
the Bank. I look forward to hearing from you soon.
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SB 127

SB 127: An Act changing the court jurisdiction of 
! :  claims against contractors. 1 .

. .  .

The Department of Commerce and Economic Development supports SB 127.

The Bill would allow redress by a consumer to present his/her case in 
District Court. This would eliminate costly attorney fees and other 
related costs, thereby allowing available funds to be used toward . 
correcting the construction error.

The present system requires an injured consumer to seek redress 
through the Superior Court which requires representation by attorneys. 
Therefore, the amount of the recovery would not be sufficient to cover 
corrections of the original cause due to costly court expenses.

I ' i.

. .  _____
Harry D/Tr^ager, Dire€tor
Division of Occupational Licensing
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M E M O R A N D U M January 31, 1985

SUBJECT!

TO:

FROM:

Bill changing jurisdiction of court in which 
to bring claims against contractor bonds

Senator Pat Rodey
Chair, Senate Judiciary Committee

Theresa L. Bannister^^5 
Legislative Counsel

With this memo I am transmitting to you a draft of the bill 
which you requested to change the court in which claims can 
be brought against contractor bonds from Superior Court to 
District Court.

As I mentioned to Roger Lewis over the phone, limiting the 
court in which the action can be filed to district court may 
cause a problem for those claimants whose total claim 
against the contractor exceeds $10,000. A bond frequently — 
does not cover in amount the total amount that a consumer 
has against a contractor for a project; in that case the 
consumer would want to be able to bring all of his/her 
claims in one action, and the total claims might exceed the 
district court's jurisdictional limit. District court is 
only authorized at this time to award damages up to $10,000. 
Even if the amount is increased to $25,000, some claims may 
exceed that amount. You may wish to give the claimant a 
choice of district or superior courts

TLB: ojb 
J11/041

Attachment

MEMO: D I V .  O F L E G A L  S V C S .



| u8. 18.081 B u s in e s s  a n d  P r o f e s s io n s § 08 .18 .081

Kditor's notes. — This section was with AS 01.05.031(c) and § 4, Chapter 58, 
mirjiicd hy the revisor of sta tu tes to SLA 1982. 

r rmove personal pronouns in conformity

NOTES TO DECISIONS

Material and ev-ipm ent exc luded  
r ;  from operation < i' section. — AS 
p? cm 14.161(5), which makes the chapter 

L-upplicable to materials and equipment 
ivt incorporated or consumed in the con­
traction of a structure, operates to 
ttciudesuch material and equipment from

Sec. 08.18.081. C la im s  a g a i n s t  c o n t r a c t o r ,  (a) A p e rso n  h a v in g  a 
|v claim a g a in s t a  co n trac to r fo r a n y  o f  th e  i te m s  re fe r re d  to  in  A S
i  OS. 18.071 m ay b rin g  su it u p o n  th e  bond  in  th e  su p e r io r  c o u r t o f  th e
%. judicial d is tr ic t in  w hich th e  w o rk  is d o n e  o r o f  a n y  ju d ic ia l  d is tr ic t  in
>  which ju risd ic tio n  of th e  c o n tra c to r  m a y  be o b ta in e d . A copy o f th e
r- complaint sh a ll be served by  re g is te re d  o r  c e rtif ied  m a il up o n  th e  com-
> missioner a t  th e  tim e  su it is  f ile d  a n d  th e  co m m iss io n e r sh a ll  m a in ta in
{V a record, a v a ila b le  for p u b lic  in sp e c tio n , o f a ll  s u i ts  com m enced . Two
f  addition. ‘ copies sh a ll be s e rv e d  u p o n  th e  d ire c to r  r f  th e  d iv is io n  of
% insurance w ith  th e  p ay m en t o f  .$5 to  th e  d ire c to r  ta x a b le  a s  costs  in  th e

action. T h is serv ice  upon th e  d ire c to r  s h a ll  c o n s titu te  se rv ice  on th e  
♦urety and  th e  d irec to r s h a ll  t r a n s m i t  th e  c o m p la in t o r  a  copy o f i t  to 
the surety w ith in  "2  h ours a f te r  i t  h a s  b e e n  rece iv ed . T h e  s u re ty  up o n  
•hi* bond is n o t liab le  in  a n  a g g re g a te  a m o u n t in  excess o f t h a t  n a m e d  

the bond, b u t in  case c la im s  p e n d in g  a t  a-.y  one tim e  exceed  th e  
I?.' i amount of th e  bond, the  c la im s  s h a ll  be s a tis f ie d  from  th e  bond  in  th e
£ following order:

' I '. la b o i, in c lud ing  em p lo y ee  b en e fits ;
-> taxes an d  co n tr ib u tio n s  d u e  th e  s ta te ,  c ity  a n d  b o ro u g h , in  t h a t  

order;
‘ h  m a te ria l an d  eq u ip m en t;
•I* claim s for b reach  of c o n tra c t;

•ol rep a ir  o f public fac ilitie s .
'bi If a  ju d g m e n t is e n te re d  a g a in s t  th e  ca sh  d ep osit, th e  com m is- 

'loner, upon rece ip t of a c e r tif ie d  copy o f a  fin a l ju d g m e n t, s h a l l  p a y  th e  
Judgment from  th e  a m o u n t o f  th e  d eposit, in  acco rd an ce  w ith  th e  
priorities s e t o u t in  (a) of th is  sec tio n . (§ 2 ch  100 SLA  1968; a m  § 9 

x fh 127 SLA 1974)
r

m
NOTES TO DECISIONS

f Material nnd equipm ent exc luded  not incorporated or consumed in the con-
r>nm operation of section. — AS struction of a structure, operates to
J lfU(ilt5), which makes the chapter exclude such material and equipment from
"'PPIicable to materials and equipment the operation of AS 08.18.071 and this see­

the operation of this section and AS 
08.18.081. Balboa Ins. Co. v. Senco Alas., 
Inc., Sup. Ct. Op. No. 1468 (File No. 3076), 
567 P.2d 295 (1977).

Cited in Allison v. State, Sup. Ct. Op. 
No. 1703 (File No. 3716), 583 P.2d 813 
(1978).



§ 08.18.061 A laska Statutes # 08.18.071

this chapter m ay act in the capacity of a contractor under any otln., 
name unless th a t  nam e also is registered. All advertising, contracts 
correspondence, cards, signs, posters, papers and documents prepared 
by a contractor which show the contractor’s nam e and address shall 
show the nam e and  address as registered under this chapter. Individ- 
ual contractors and  partners, associates, agents, salesmen, solicitor.-, 
officers and em ployees of contractors shall use their true nam es and 
addresses a t  a ll tim es while acting in the capacity of a contractor or 
performing re la ted  activities. (§ 2 ch 100 SLA 1968)

E d ito r ’s n o te s .  —  T h is  section  w as 
redrafted  by th e  re v iso r  o f  s ta tu te s  to 
rem ove personal p ro n o u n s in  conform ity

w ith  AS 01.05.031(c) and § 4, C h ap te r 5 - 
SLA 1982.

Sec. 08.18.061. R e q u ire m e n ts  o f  p o litica l subd iv ision . -\ 
contractor who is licensed by the sta te  under th is chapter may not In­
required to give bond in  applying for or holding a license issued by ;■ 
political subdivision. (§ 2 ch 100 SLA 1968).

A rtic le  2. B ond a n d  In su ra n c e .
S e c tio n
71. Bond req u ired
81. C laim s a g a in s t  c o n trac to r
91. C ancella tion  o f  bond

S e c tio n
101. In su ra n ce  required  

• 1 1 1 . A d v ertis in g  bond and in su rance  
115. R e tu rn  o f cash deposit

Sec. 08.18.071. B ond  re q u ire d , (a) Each applicant shall, at th- 
time of applying for a certificate of registration, file w ill -he commis­
sioner a surety  bond runn ing  to the S late  of Alaska conditioned upot; 
the applicant’s prom ise to pay

(1 ) all taxes and  contributions due the  sta te  and political subdi­
visions, /

(2) all persons furnishing labor or m atdrial or renting or supply in- 
equipment to th e  applicant, and

(3 ) all am ounts th a t m ay be adjudged against the applicant by 
reason of negligent or improper work or breach of contract in the con­
duct of the contracting  business or by reason of damage to public 
facilities occurring in the course of a construction project.

(b) If the app lican t is a general contractor the amount of the horn! 
shall be $5 ,0 0 0 ; i f  the  applicant is a specialty contractor the amount ol 
the bond shall be $2,000. In lieu of the surety  bond the applicant may 
file with the com m issioner a cash deposit or other negotiable security 
acceptable to th e  commissioner of commerce, in  the amount specified 
for bonds.

(c) The bond required  by th is  section rem ains in effect until 
cancelled by action of the surety, the principal, or the commissioner. N<> 
action may be commenced upon the bond la te r than  three years alter 
its cancellation. (§ 2 ch 100 SLA 1968; am § 1 ch 15 SLA 1977)
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P'5 08.18.081

N O !

B u s i n

,  E d ito r ’s  n o te s . — T h is sec ti 
^ d ra f te d  by the  revisor o f s ta i  

k u n love  personal pronouns in  coil!

>■ M a te r ia l  a n d  e q u ip m e n t  exc 
fro m  o p e ra t io n  o f  s e c tio n . - 
08.18.161(5), which m akes th e  c 

'inapplicable to m ateria ls a n d  equ  |  
no t incorporated or consum ed in  t r  
jfaruction of a  • s truc tu re , opera- 

[dude such  m ateria l and equipm e:

Sec. 08.18.081. C laim s a  
Ja im  against a contractor 

J&8.18.071 may bring su it up 
jdicial district in which the 

’which jurisdiction of the  coi 
complaint shall be served by 
~iissioner a t the time su it is I 
^record, available for public 

^ d it io n a l  copies shall be se 
insurance with the paym ent ■ 

faction. This service upon th 
w  Surety and the director shall 
[f; the surety within 72 hours a: 
^’,t>the bond is not liable in an  a 

the bond, but in case cla: 
[amount of the bond, the claii 
following order

’1) labor, including emplo; 
*(2) taxes and contribution;“p -1ler; 7
J3) m aterial and equipm jr 
.(4) claims for breach of .o: 
(5)‘ repair of public faciliti 
$ } ,I f  a judgm ent is en ten  

[Boner, upon receipt of a certil 
jcJgment from the am ount 
norities set out in (a) of thi 1 
L"l27  SLA 1974)

L N O T !

,M a te r ia l  a n d  e q u ip m e n t c x c l 
o p e r a t io n  o f  se c tio n . — 

18.161(5), which m akes th e  c) 
iplicable to m ate ria ls  and equi[

«• ■»
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Chairman's Information:

1) CSS3 127(L&C): "An act relating to claims against contractors"

a) Introduced: Senate Judiciary

b) Co-Sponsors:

2) INTENT: The original bill changed the court in which claims could
be brought against a contractor from Superior Court to 
district court. This change would have eliminated costly 
attorney fees and allowed a consumer to present his case 
before a district court. After testimony in the Labor and 
Commerce committee, a CS was drafted which would allow a 
person to seek redress in a district court or in Superior 
court. Additional changes reflecting drafting style were 
made by Legal Services.

FISCAL NOTE: 0

Note: No effective date on this bill

3) COMMITTEE COMMENTS:

4) PUBLIC HEARINGS:

a) Sponsor: Sen Rodey testified at the first hearing, and Sen
Eliason requested the drafting of a CS;

b) Public witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from Committee?
d) close public hearings?

6) COMMITTEE ACTION:
a) amendments?
b) CS adoption? Chairman needs to move for the adoption of L&C CS
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4/8/85,

Original sponsor: Judiciary Committee

IN THE SENATE

CS FOR SENATE BILL NO. 127 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to claims against contractors."

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

* Section 1. AS 08.18.081(a) is amended to read:

(a) A person having a claim against a contractor for an item 

[ANY OF THE ITEMS] referred to in AS 08.18.071 may bring suit on 

[UPON] the bond in the district court or superior court of the judi­

cial district where [IN WHICH] the work is done or where [OF ANY

BY THE LABOR AND 
COMMERCE COMMITTEE

JUDICIAL DISTRICT IN WHICH] jurisdiction of the contractor may be 

obtained. The person having a claim shall serve a [A] copy of the 

complaint [SHALL BE SERVED] by registered or certified mail on [UPON] 

the commissioner at the time suit is filed and the commissioner shall 

maintain a record, available for public inspection, of all suits 

commenced. The person shall serve two [TWO] additional copies on 

[SHALL BE SERVED UPON] the director of the division of insurance with 

the payment of $5 to the director taxable as a cost [COSTS] in the 

action. This service on [UPON] the director shall constitute service 

on the surety and the director shall transmit the complaint or a copy 

of it to the surety within 72 hours after it has been received. The sufc 

on [UPON] the bond is not liable in an aggregate amount in excess of 

that named in the bond, but if the [IN CASE] claims pending at [ANY] 

one time exceed the amount of the bond, the claims shall be satisfied 

from the bond in the following order:

(1) labor, including employee benefits;

(2) taxes and contributions due the state, city and

-1- CSSB 127(L&C)
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borough, in that order;

(3) material and equipment;

(4) claims for breach of contract;

(5) repair of public facilities.

CSSB 127(L&C) - 2 -



Introduced: 2/4/85
Referred: Labor & Commerce

and Judiciary

1 IN THE SENATE BY THE JUDICIARY COMMITTEE

2 SENATE BILL NO. 127

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act changing the court jurisdiction of claims

7 against contractors."

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

9 * Section 1. AS 08.18.081(a) is amended to read:

10 (a) A person having a claim against a contractor for any of the

11 items referred to in AS 08.18.071 may bring suit upon the bond in the

12 district court [SUPERIOR COURT] of the judicial district in which the

13 work is done or of any judicial district in which jurisdiction of the

14 contractor may be obtained. A copy of the complaint shall be served

15 by registered or certified mail upon the commissioner at the time suit

16 is filed and the commissioner shall maintain a record, available for

17 public inspection, of all suits commenced. Two additional copies shall

18 be served upon the director of the division of insurance with the

19 payment of $5 to the director taxable as costs in the action. This

20 service upon the director shall constitute service on the surety and

21 the director shall transmit the complaint or a copy of it to the

22 surety within 72 hours after it has been received. The surety upon

23 the bond is not liable in an aggregate amount in excess of that named

24 in the bond, but in case claims pending at any one time exceed the

25 amount of the bond, the claims shall be satisfied from the bond in the

26 following order:

27 (1) labor, including employee benefits;

28 (2) taxes and contributions due the state, city and bor-

29 ough, in that order;

-1- SB 127
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1 (3) material and equipment;

2 (4) claims for breach of contract;

3 (5) repair of public facilities.

SB 127 - 2 -
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STATE OF ALASKA 
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BILL ANALYSIS

DEPARTMENT

Commerce & Econ. Dev.

DIVISION

Occupational Licensing

BILL NUMBER
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SPONSOR

Senate Judiciary Committee
DEPARTMENT POSITION
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Harrv D. Treaqer, /Director /y

DATE
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SUMMARY
OTHER AGENCIES AFFECTED BY BILL

Alaska Court System

CONSTITUENT GROUP<S) AFFECTED BY BILL

Construction Contractors

ORGANIZATIONAL SUPPORT FOR BILL
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ORGANIZATIONAL OPPOSITION TO BILL

FISCAL IMPACT: [ $  NONE Cl FISCAL NOTE ATTACHED
BACKGROUND/LEGISLATIVE INTENT

Currently injured consumers must use the Superior Court system, this requires represen­
tation by attorneys. The amount of recovery does not allow for corrections of the 
original cause because of expense getting into court.

ANALYSIS OF BILUPROGRAM EFFECTS

This bill would allow a consumer to present his own case in District Court, eliminate 
attorney and related costs, thereby reducing the amount available to correct construction 
error considerably.

AMENDMENTS PROPOSED

Page 1, line 19, after payment insert "as prescribed in AS 21.06.250."
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01-009 (Rev. 12/B3)
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Sena te

Committee on Labor & Commerce

Official Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

SB 129: Sectional Analysis

Section 1) Provides for a ballot choice of "no representation" in an 
initial election for representation.

Section 2) Removes noncertificated employees of school boards from the 
class of public employees that may engage in a strike, for a 
limited time, after mediation. The effect would be to allow 
this class of public employees to strike for an unlimited 
time after a bargaining impasse.

Section 3) Adds a new section which would prohibit a school board or a
municipality from rejecting the provisions of PERA applying to 
their noncertificated employees.

Section 4) Adds noncertificated employees of school boards to the 
definition of "public employee".

Section 5) Changes the definition of "public employer" to include 
school board rather than the current school district.

Section 6) Adds a new paragraph which defines "school board" to in­
clude an REAA school board.

Section 7) Nothing in this act modifies a collective bargaining unit, 
representative, or agreement which is in effect on the ef­
fective date of this act.

Committee Sectional



AS23.40.100
'k'k'k'k'k'k'k'k'k'k'k

STATUTES RELATED TO SB 129

CHAPTER = 23.40 
SECTION = 23.40.100 
TITLE = 23 
HEADINGS TITLE 23.

Labor and Workers' Compensation.
CHAPTER 40.
Labor Organizations.
ARTICLE 2.
Public Employment Relations Act.

CITATION Sec. 23.40.100.
CATCH LINE

REPRESENTATIVES AND ELECTIONS.
TEXT (a) The labor relations agency shall investigate a petition

if it is submitted in a manner prescribed by the labor relations 
agency and is

(1) by an employee or group of employees or an 
organization acting in their behalf alleging that 30 per cent 
of the employees of a proposed bargaining unit

(A) want to be represented for collective 
bargaining by a labor or employee organization as 
exclusive representative, or

(B) assert that the organization which has been 
certified or is currently being recognized by the public 
employer as bargaining representative is no longer the 
representative of the majority of employees in the 
bargaining unit; or
(2) by the public employer alleging that one or more 

organizations have presented to it a claim to be recognized 
as a representative of a majority of employees in an 
appropriate unit.
(b) If the labor relations agency has reasonable cause to 

believe that a question of representation exists, it shall 
provide for an appropriate hearing upon due notice. If the labor 
relations agency finds that there is a question of 
representation, it shall direct an election by secret ballot to 
determine whether or by which organization the employees desire 
to be represented and shall certify the results of the election. 
Nothing in this section prohibits the waiving of hearings by 
stipulation for the purpose of a consent election in conformity 
with the regulations of the labor relations agency or an election



AS23.40.100 (cont.)

in a bargaining unit agreed upon by the parties. The labor 
relations agency shall determine who is eligible to vote in an 
election and shall establish rules governing the election. In an 
election in which none of the choices on the ballot receives a 
majority'of the votes cast, a runoff election shall be conducted, 
the ballot providing for selection between the two choices 
receiving the largest and the second largest number of valid 
votes cast in the election. If an organization receives the 
majority of the votes cast in the election it shall be certified 
by the labor relations agency as exclusive representative of all 
the employees in the bargaining unit.

(c) An election may not be held in a bargaining unit or in a 
subdivision of a bargaining unit if a valid election has been 
held within the preceding 12 months.

(d) Nothing in this chapter prohibits recognition of an 
organization as the exclusive representative by a public agency 
by mutual consent.

(e) An election may not be directed by the labor relations 
agency in a bargaining unit in which there is in force a valid 
collective bargaining agreement, except during a 90-day period 
preceding the expiration date. However, a collective bargaining 
agreement may not bar an election upon petition of persons in the 
bargaining unit but not parties to the agreement if more than 
three years have elapsed since the execution of the agreement or 
the last timely renewal, whichever was later.

HISTORY (Sec. 2 ch 113 SLA 1972)

AS23.40.200
* * * * * * * * * * *

CHAPTER = 23.40
SECTION = 23.40.200
TITLE = 23
HEADINGS TITLE 23.

Labor and Workers' Compensation.
CHAPTER 40.
Labor Organizations.
ARTICLE 2.
Public Employment Relations Act.

CITATION Sec. 23.40.200.
CATCH LINE

CLASSES OF PUBLIC EMPLOYEES; ARBITRATION.
TEXT (a) For purposes of this section, public employees are

employed to perform services in one of the three following 
classes:

(1) those services which may not be given up for even 
the shortest period of time;

(2) those services which may be interrupted for a 
limited period but not for an indefinite period of time; and

(3) those services in which work stoppages may be 
sustained for extended periods without serious effects on the 
pub!ic.



AS23.40.200(cont.)

(b) The class in (a)(1) of this section is composed of 
police and fire protection employees, jail, prison and other 
correctional institution employees, and hospital employees. 
Employees in this class may not engage in strikes. Upon a 
showing by a public employer or the labor relations agency that 
employees in this class are engaging or about to engage in a 
strike, an injunction, restraining order, or other order which 
may be appropriate shall be granted by the superior court in the 
judicial district in which the strike is occurring or is about to 
occur. If an impasse or deadlock is reached in collective 
bargaining between the public employer and employees in this 
class, and mediation has been utilized without resolving the 
deadlock, the parties shall submit to arbitration to be carried 
out under AS 09.43.030.

(c) The class in (a)(2) of this section is composed of 
public utility, snow removal, sanitation and public school and 
other educational institution employees. Employees in this class 
may engage in a strike after mediation, subject to the voting 
requirement of (d) of this section, for a limited time. The 
limit is determined by the interests of the health, safety or 
welfare of the public. The public employer or the labor 
relations agency may apply to the superior c' irt in the judicial 
district in which the strike is occurring for an order enjoining
the strike. A strike may not be enjoined unless it can be shown
that it has begun to threaten the health, safety or welfare of
the public. A court, in deciding whether or not to enjoin the
strike, shall consider the total equities in the particular 
class. "Total equities" includes not only the impact of a strike 
on the public but also the extent to which employee organizations 
and public employers have met their statutory obligations. If an 
impasse or deadlock still exists after the issuance of an 
injunction, the parties shall submit to arbitration to be carried 
out under AS 09.43.030.

(d) The class in (a)(3) of this section includes all other 
public employees who are not included in the classes in (a)(1) or
(a)(2) of this section. Employees in this class may engage in a 
c rike if a majority of the employees in a collective bargaining 
uiiit vote by secret ballot to do so.

(e) Notwithstanding the provisions of (b), (c) and (d) of 
this section, the employees with the concurrence of the employer 
may agree in writing to submit a dispute arising from 
interpretation or application of a collective bargaining 
agreement to arbitration.

(f) The parties to a collective bargaining agreement may 
provide in the agreement a contract for arbitration to be 
conducted solely according to the Uniform Arbitration Act (AS 
09.43) if the Act is incorporated into the agreement or contract 
hv rpfprpnrp

HISTORY (Sec. 2 ch 113 SLA 1972)



AS09.43.030
* * * * * * * * * * *

CHAPTER = 09.43 
SECTION = 09.43.030 
TITLE = 09 

HEADINGS TITLE 9.
Code of Civil Procedure.
CHAPTER 43.
Arbitration.
ARTICLE 1.
Uniform Arbitration Act.

CITATION Sec. 09.43.030.
CATCH LINE

APPOINTMENT OF ARBITRATORS BY COURT.
TEXT If the arbitration agreement provides a method of appointment of 

arbitrators, this method shall be followed. If no method of 
appointment is provided, or if the agreed method fails or for any 
reason cannot be followed, or when before the hearing an 
arbitrator appointed fails or is unable to act and a successor 
has not been appointed, the court on application of a party shall
appoint one or more arbitrators. An arbitrator so appointed has
all the powers of one specifically named in the agreement.

HISTORY (Sec. 1 ch 232 SLA 1968)

AS23.40.250 
* * * * * * * * * * *

CHAPTER --- 23.40 
SECTION = 23.40.250 
TITLE = 23 

HEADINGS TITLE 23.
Labor arid Workers' Compensation.
CHAPTER 40.
Labor Organizations.
ARTICLE 2.
Public Employment Relations Act.

CITATION Sec. 23.40.250.
CATCH LINE

DEFINITIONS.
TEXT In AS 23.40.070 - 23.40.260, unless the context otherwise

requi res,
(1) "collective bargaining" means the performance of 

the mutual obligation of the public employer or the 
employer's designated representatives and the representative 
of the employees to meet at reasonable times, including 
meetings in advance of the budget making process and 
negotiate in good faith with respect to wages, hours and 
other terms and conditions of employment, or the negotiation 
of an agreement, or negotiation of a question arising under 
an agreement and the execution of a written contract
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incorporating an agreement reached if requested by either 
party, but these obligations do not compel either party to 
agree to a proposal or require the making of a concession;

(2) "election" means a proceeding conducted by the 
labor relations agency in which the employees in a collective 
bargaining unit cast a secret ballot for collective 
bargaining representatives, or for any other purpose 
specified in AS 23.40.070 - 23.40.260;

(3) "labor relations agency" means the state personnel 
board with regard to the state and employees of the state, 
and means the Department of Labor with regard to all other 
public employees and all other public employers;

(4) "monetary terms of an agreement" means the changes 
in the terms arid conditions of employment resulting from an 
agreement that will require an appropriation for their 
implementation or will result in a change in state revenues 
or productive work hours for state employees.

(5) "organization" means a labor or employee 
organization of any kind in which employees participate and 
which exists for the primary purpose of dealing with 
employers concerning grievances, labor disputes, v/ages, rates 
of pay, hours of employment and conditions of employment;

(6) "public employee" means any employee of a public 
employer, whether or not in the classified service of the 
public employer, except elected or appointed officials or 
teachers or noncertificated employees of school districts;

(7) "public employer" means the state or a political 
subdivision of the state, including without limitation, a 
town, city, borough, district, board of regents, public and 
quasi-public corporation, housing authority or other 
authority established by law, and a person designated by the 
public employer to act in its interest in dealing with public 
employees;

(8) "terms and conditions of employment" means the 
hours of employment, the compensation and fringe benefits, 
and the employer's personnel policies affecting the working 
conditions of the employees; but does not mean the general 
policies describing the function and purposes of a public 
employer.

HISTORY (Sec. 2 ch 113 SLA 1972; am sec. 2 ch 10 SLA 1984)
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AS 26.15.0 4̂0(b); (8 ) [deleted] and (9) the guaranteed por­
tion of Small Buslneoo AdminlGtratlon loans. No more than 
25 per cent of the surplus may be invested in mortgage 
securities of the Department of Commerce, and the state 
shall appropriate sufficient money from the general fund 
to reimburse the teachers' retirement system for any losses 
incurred as a result of failure of the obligors to pay on 
the notes. No more than $|I00,000 of the surplus may be 
invested annually in the mortgage securities of the Depart­
ment of Natural Resources, and the state shall appropriate 
sufficient money from the general fund to reimburse the 
teachers' retirement system for any losses Incurred as a 
result of failure of the obligors to pay on the notes,

* Sec. 2. AS 39.35.110(a) 1b amended by adding a new para­
graph to read:

(9) the guaranteed portion of Small Business 
Administration loans.

* Sec. 3 . This Act takes effect on the day after its passage 
and approval or on the day it becomes law without approval.
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Approved by governor: June 7. 1972
Actual effective date: June 8, 1972

Choplor No.

 i i i ____

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

* Section 1< AS 23.10.1*10 is amended to read:

Sec. 23.10.11IO. PENALTY. An employer who violates a 
provision of secs. 50 - 150 of this chapter, or of any 
regulation or order of the commissioner issued under it, 
upon conviction is punishable by a fine of not less than 
$100 nor more than $2,000, or by imprisonment for not less 
than 10 nor more than 90 days, or by both. Each day a 
violation occurs constitutes a separate offense.

* Sec. 2. AS 23. *10 is amended by adding new sections to read

ARTICLE 2. PUBLIC EMPLOYMENT RELATIONS ACT.

Sec. 23.‘•0.070. DECLARATION OF FOI.ICY. The legisla­
ture finds that Joint decision making is the modern way of 
administering government. If public employees have beer, 
granted the right to share in the decision-making process 
affecting wages and working conditions, tl.ey have become 
more responsive and better able to exchange ideas and ir.fcr 
mation on operations with their administrators. According! 
government is made more effective. The legislature further 
finds that the enactment of positive legislation establish­
ing guidelines for public employment relations is the best 
way to harness and direct the energies of public employees 
eager to have a voice in determining their conditions of 
work, to provide a rational method for dealing with dispute 
and work stoppages, to strengthen the merit principle where 
civil service is in effect and to maintain a favorable 
political and social environment. The legislature declares 
that it is the public policy of the state to promote

LAWS OF ALASKA

1972

Source

HB 683 am S

AN ACT

Relating to wages, hours and working arrangements.
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harmonious and cooperative relations between government and 
its employees and to protect the public by assuring effec­
tive and orderly operations of government. These policies 
are to be effectuated by

(1) recognizing the right of public employees to 
organize for the purpose of collective bargaining;

(2) requiring public employers to negotiate with 
and enter into written agreements with employee organiza­
tions on matters of wages, hourB, and other terms and condi­
tions of employment;

(3) maintaining merit system principles among 
public employees.

Sec. 23.HO.080. RIGHTS OF PUBLIC EMPLOYEES. Public 
employees may self organize and form, Join or a's3i3t an 
organization to bargain collectively through representatives 
of their own choosing, and engage in concerted activities 
for the purpose of collective bargaining or other mutual 
aid or protection.

Sec. 23.HO.090. COLLECTIVE BARGAINING UNIT. The 
labor relations agency shall decide in each case, in order 
to assure to employees the fullest freedom in exercising 
the rights guaranteed by secs. 70 - 260 of thi3 chapter, 
the unit appropriate for the purposes of collective bargain­
ing, based on such factors as community of interest, wages, 
hours and other working conditions of the employees 
involved, the history of collective bargaining, and the 
desires of the employees. Bargaining units shall be as 
large as is reasonable and unnecessary fragmenting shall 
be avoided.

Sec. 23.HO.100. REPRESENTATIVES AND ELECTIONS, (a)
The labor relations agency shall Investigate a petition if 
it is submitted in a manner prescribed by the labor rela­
tions agency and is

(1) by an employee or group of employees or an 
organization acting in their behalf alleging that 30 per 
cent of the employees of a proposed bargaining unit

(A) want to be represented for collective 
bargaining by a labor or employee organization as 
exclusive representative, or

(B) assert that the organization which has 
been 'certified or is currently being recognized by 
the public employer as bargaining representative is 
no longer the representative of the majority of em­
ployees in the bargaining unit; or

(2) by the public employer alleging that one or 
more organizations have presented to it a claim to be recog­
nized as a representative of a majority of employees in an 
appropriate unit.

(b) If the labor relations agency has reasonable 
cause to believe that a question of representation exists, 
it shall provide for an appropriate hearing upon due notice.
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If the labor relations agency finds that there is a question 
of representation, it shall direct an election by secret 
ballot to determine whether or by which organization the 
employees desire to be represented and shall certify the 
results of the election. Nothing in this section prohibits 
the waiving of hearings by stipulation for 'he purpose of 
a consent election in conformity with the regulations of 
the labor relations agency or an election in a bargaining 
unit agreed upon by the parties. The labor relations 
agency shall determine who lo eligible to vote in an elec­
tion and shall establish rules governing the election. In 
an election in which none of the choices on the ballot 
receives a majority of the votes cast, a runoff election 
shall be conducted, the ballot providing for selection 
between the two choices receiving the largest and the 
second largest number of valid votes cast in the election.
If an organization receives the majority of the votes ctrt 
in the election it shall be certified by the labor relation;, 
agency as exclusive representative of all the employees in 
the bargaining unit.

(c) An election may not be held in a bargaining ur.lt 
or in a subdivision of a bargaining unit if a valla election 
ha3 been held within the preceding 12 months.

(d) Nothing in this chapter prohibits recognition of 
an organization as the exclusive representative by a public 
agency by mutual consent.

(e) No election may be directed by the labor relations 
agency in a bargaining unit in which there is in force and 
effect a valid collective bargaining agreement, except 
during a 90-day period preceding the expiration date. How­
ever, no collective bargaining agreement may bar ar. electicn 
upon petition of persons in the bargaining unit but not 
parties to the agreement if more than three years have 
elapsed since the execution of the agreement or the last 
timely renewal, whichever was later.

Sec. 23.HO.110. UNFAIR LABOR PRACTICES, (a) A public 
employer or his agent may not

(1) interfere, restrain or coerce an employee J.r. 
the exercise of his rights guaranteed in sec. 80 of this 
chapter;

(2) dominate or interfere with the formation, 
existence or administration of an organization;

(3) discriminate in regard to hire or tenure of
employment or a term or condition of employment to encourage 
or discourage membership in an organization;

(H) discharge or discriminate against an employee
because he has signed or filed an affidavit, petition or 
complaint or given testimony under secs. 70 - 260 cf this 
chapter;

(5) refuse to bargain collectively in good faith 
with an organization which is the exclusive representative 
of employees in an appropriate unit, including but not 
limited to the discussing of grievances with the exclusive 
representative.

-3-
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(b) Ilothing in this chapter prohibits a public em­
ployer from making an agreement with an organization to 
require as a condition of employment

(1) membership in the organization which repre­
sents the unit on or after the 30th day following the 
beginning of employment or on the effective date of the 
agreement, whichever is later; or

(2) payment by the employee to the exclusive 
bargaining agent of a service fee to reimburse the exclusive 
bargaining agent for the expense of representing the members 
of the bargaining unit.

(c) A labor or employee organization or its agents 
may not

(1) restrain or coerce

(A) an employee in the exercise of the 
rights guaranteed in sec. 80 of this chapter, or

(B) a public employer in the selection of 
his representative for the purposes of collective bar­
gaining or the adjustment of grievances;

(2) refuse to bargain collectively in good faith 
with a public employer, if it has been designated in accor­
dance with the provisions of secs. 70 - 260 of this chapter 
as the exclusive representative of employees in an appropri­
ate unit.

Sec. 23.40.120. INVESTIGATION AND CONCILIATION OF 
COMPLAINTS. If a verified written complaint by or for a 
person claiming to be aggrieved by a practice prohibited by 
sec. 110 of this chapter, or a written accusation that a 
person subject to secs. 70 - 260 of this chapter has engaged 
in a prohibited practice, is filed with the labor relations 
agency, it shall Investigate the complaint or accusation.
If it determines after the preliminary investigation that 
probable cause exists in support of the complaint or accusa­
tion, it shall try to eliminate the prohibited practice by 
Informal methods of conference, conciliation, and persuasion. 
Nothing said or done during this endeavor may be used as 
evidence in a subsequent proceeding.

Sec. 23-'10.130. COMPLAINT AND ACCUSATION. If the 
labor relations agency fails to eliminate the prohibited 
practice by conciliation and to obtain voluntary compliance 
with secs. 70 - 260 of this chapter, or, before it attempts 
conciliation, it may serve a copy of the complaint or 
accusation upon the respondent. The complaint or accusation 
and the subsequent procedures shall be handled in accordance 
with the administrative adjudication portion of the Adminis­
trative Procedure Act (AS 54.62).

Sec. 23.40.140. ORDERS AND DECISIONS. If the labor 
relations agency finds that a person named in the written 
complaint or accusation has engaged in a prohibited prac­
tice, the labor relations agency shall issue and serve on 
the person an order or decision requiring him to cease and 
desist from the prohibited practice and to take affirmative
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action which will carry out the provisions cf secs. 70 - 
260 of this chapter. If the labor relations agency finds 
that a person named in the complaint or accusation has not 
engaged or in not engaging in a prohibited practice, the 
labor relations agency shall state lt3 findings of fact ar.d 
issue an order dismissing the complaint or accusation.

Sec. 23.40.150. ENFORCEMENT BY INJUNCTION. The labor 
relations agency may apply to the superior court in the 
Judicial district in which the prohibited practice occurred 
for an order enjoining the prohibited acts specified in the 
order or decision of the labor relations agency. Upon a 
showing by the labor relations agency that the person hac 
engaged or is about to engage in the practice, an injunction, 
restraining order, or other order which is appropriate may 
be granted by the court and shall be without bond.

Sec. 23.40.160. POWER TO INVESTIGATE AND COMPEL TESTI­
MONY. (a) For the purpose of the investigations, pro­
ceedings, or hearings which the labor relations agency 
considers necessary to carry out the provisions of secs.
70 - 260 of this chapter, the labor relations agency nay 
issue subpoenas requiring the attendance and testimony of 
witnesses and the production of relevant evidence.

(b) The labor relations agency may administer oaths, 
examine witnesses, and receive evidence.

(c) The attendance of witnesses and the production of 
evidence may be required from any place in the state at 
any designated place of hearing.

(d) If a person refuses to obey a subpoena Issued 
under secs. 7 0 - 260 of this chapter, the superior court in 
the district in which the person resides or is found may, 
upon application by the labor relations agency, issue an 
order requiring him to comply with the subpoena.

Sec. 23.40.170. REGULATIONS. The labor relations 
agency may adopt regulations under the Administrative Proce­
dure Act (AS 44,62) to carry out the provisions cf secs.
70 - 260 of this chapter.

Sec. 23.40.l80. PENALTY FOR VIOLATION OF ORDER OR 
DECISION. A person who violates a provision of an order or 
decision of the labor relations agency is guilty of a mis­
demeanor and is punishable by a fine of not more than 1500.

Sec. 23.40.190. MEDIATION. If, after a reasonable 
period of negotiation over the terms of a collective bar­
gaining agreement, a deadlock exists between a public 
employer and an organization, the labor relations agency 
may appoint a competent, impartial, disinterested person 
to act as mediator in any dispute either on Its own 
initiative or on the request of one of the parties tc the 
dispute. The parties may also select a mediator by agree­
ment or mutual consent. It is the function of the mediator 
to bring the parties together voluntarily under such 
favorable auspices as will tend to effectuate settlement of 
the dispute, but neither the mediator nor the labor rela­
tions agency has any power of compulsion in mediation pro­
ceedings .

- 5 -
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Sec. 23.*10.200. ARBITRATION, (a) For purposes of 
this section, public employees are employed to perform 
services In one of the three following claasea:

(1) those services which may not be given up for 
even the shortest period of time}

(2) those services which may be interrupted for 
a limited period but not for an Indefinite period of time; 
and

(3) those services In which work stoppages may 
be sustained for extended periods without serious effects 
on the public.

(b) The class in (a)(1) of this section is composed
of police and fire protection employees, jail, prison and
other correctional institution employees, and hospital 
employees. Employees in this class may not engage in 
strikes. Upon a showing by a public employer or the labor 
relations agency that employees in this class are engaging 
or about to engage in a strike, an injunction, restraining 
order, or other order which may be appropriate shall be 
granted by the superior court in the Judicial district in 
which the strike is occurring or is about to occur. If an 
impasse or deadlock is reached in collective bargaining 
between the public employer and employees in this class, 
and mediation has been utilized without resolving the dead­
lock, the parties shall submit to arbitration to bo carried 
out under AS 09.*13.030.

(c) The class in (a)(2) of this section is composed
of public utility, snow removal, sanitation and public
school and other educational institution employees. Em­
ployees in this class may engage in a strike after media­
tion, subject to the voting requirement of (d) of this 
section, for a limited time. The limit is determined by the 
lnterasts of the health, safety or welfare of the public.
The public employer or the labor relations agency may apply 
to the superior court in the Judicial district in which the 
strike is occurring for an order enjoining the strike. A 
strike may not be enjoined unless it con be shown that it 
has begun to threaten the health, safety or welfare of the 
public. A court, in deciding whether or not to enjoin the 
strike, 3hall consider the total equities in the particular 
class. "Total equities" includes not only the impact of a 
strike on the public but also the extent to which employee 
organizations and public employers have met their statutory 
obligation's. If an impasse or deadlock still exists after 
the l33uance of an injunction, the parties shall submit to 
arbitration to be carried out under AS 09.*13.030.

(d) The class in (a)(3) of this section includes all 
other public employees wh are not included in the classes 
in (a)(1) or (a)(2) of this section. Employees in this 
class may engage in a strike if a majority of the employees 
in a collective bargaining unit vote by secret ballot to do 
so.

(e) Notwithstanding the provisions of (b), (c) and
(d) of this section, the employees with the concurrence of 
the employer may agree in writing to submit a dispute
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arising from interpretation or application of a collective 
bargaining agreement to arbitration.

(f) The parties to a collective bargaining agreement 
may provide in the agreement a contract for arbitration 
to be conducted solely according to the Uniform Arbitration 
Act (AS 09•^3) if the Act is incorporated into the agree­
ment or contract by reference.

Sec. 23.*10.210. AGREEMENT. Upon the completion of 
negotiations between an organization and a public employer, 
if a settlement is reached, the employer shall reduce it 
to writing in the form of an agreement. The agreement may 
include a term for which it will remain in effect, not to 
exceed three years. The agreement shall include a grievance 
procedure which shall have binding arbitration as its final 
step. Either party tc the agreement has a right of action 
to enforce the agreement by petition to the labor relations 
agency.

Sec. 23.*10.215- FUNDING. The monetary terms of any 
agreement entered into under the Public Employment Relations 
Act are subject to funding through legislative appropria­
tion.

"Sec. 23.*10.220. LABOR OR EMPLOYEE ORGANIZATION DUES 
AND EMPLOYEE BENEFITS, DEDUCTION AND AUTHORIZATION. Upon 
written authorization of a public employee within a bargain­
ing unit, the public employer shall deduct from the payroll 
of the public employee the monthly amount or dues, fees and 
other employee benefits as certified by the secretary of 
the exclusive bargaining representative and shall deliver 
it to the chief fiscal officer of the exclusive bargaining 
representative.

Sec. 23.^0.230. ASSISTANCE BY DEPARTMENT OK LABOR.
When state employees are involved, the Department of Labor 
shall, if requested by the personnel board, and if there is 
no objection by the organization involved, assist the 
personnel board on matters such as, but not limited to, 
conducting elections and investigating unfair labor prac­
tices .

Sec. 23.*10.2*10. EFFECT ON EXISTING UNITS, REPRESENTA­
TIVES AND AGREEMENTS. Nothing in this chapter terminates 
or modifies a collective bargaining unit, recognition of 
exclusive bargaining representative, or collective bargain­
ing agreement if the unit, recognition, cr agreement is i 1: 
effect at the time this Act becomes effective.

Sec. 23.*10.250. DEFINITIONS. In secs. 70 - 260 of 
this chapter, unless the context otherwise requires,

(1) "collective bargaining" means the performance 
of the mutual obligation of the public employer or his 
designated representatives and the representative of the 
employees to meet at reasonable times, including meetings 
in advance of the budget-making process and negotiate In 
good faith with respect to wages, hours and other terms and 
conditions of employment, or che negotiation of an agree­
ment, or negotiation of a question arising under an agree­
ment and the execution of a written contract incorporating

-7 -
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an agreement reached If requested by either party, but 
these obligations do not compel either party to agree to 
a proposal or require the making of a concession;

(2) "election" mean3 a proceeding conducted by 
the labor relations agency In which the employees In a 
collective bargaining unit cast a secret ballot for collec­
tive bargaining representatives, or for any other purpose 
specified in secs. 70 - 260 of thi3 chapter;

(3) "labor relations agency" means the state 
personnel board with regard to the state and employees of 
the state, and means the Department of Labor with regard 
to all other public employees and ail other public em­
ployers;

(1|) "organization" means a labor or. employee 
organization of any kind in which employees participate 
and which exists for the primary purpose of dealing with 
employers concerning grievances, labor disputes, wages, 
rates of pay, hours of employment and conditions of employ­
ment ;

(5) "public employee" means any employee of a 
public employer, whether or not In the classified service 
of the public employer, except elected cr appointed offi­
cials or teachers or noncertificated employees of school 
districts;

(6) "public employer" means the state or a 
political subdivision of the state, including without 
limitation, a town, city, borough, district, board of 
regents, public and quasi-public corporation, housing 
authority or other authority established by law, and a 
person designated by the public employer to act in its 
interest in dealing with public employees;

(7) "terms and conditions of employment" means 
the hours of employment, the compensation and fringe bene­
fits, and the employer's personnel policies affecting the 
working conditions of the employees; but does not mean the 
general policies describing the function and purposes of
a public employer.

Sec. 23.40.260. SHORT TITLE. Secs. 70 - 260 of this 
chapter may be cited as the Public Employment Relations 
Act. ,

* Sec. 3. AS 09.43,010 I3 amended to read:

Sec. 09.43.010. ARBITRATION AGREEMENTS VALID; APPLI­
CATION OF CHAPTER. A written agreement to submit an exist­
ing controversy to arbitration or a provision in a written 
contract to submit to arbitration a subsequent controversy 
between the parties 13 valid, enforceable and irrevocable, 
except upon grounds which exist at law or inequity for the 
revocation of a contract. However, this chapter does not 
apply to a labor-management contract unless it is incor­
porated into the contract by reference or its application 
provided for by statute.

* Sec. 4. This Act is applicable to organized boroughs and
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political subdivisions of the 3tate, home rule or otherwise, 
unless the legislative body of the political subdivision, by 
ordinance or resolution, rejects having its provisions apply

* Sec. 5. AS 23-40.010 is repealed.

-9-
Approved by governor: June 7, 1972
Actual effective date: September 5, 197?
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SENATE BILL No. 129

Under this bill, the Department of Labor would act as the labor re .ions 
agency for 53 separate school districts Involving approximately 4,400 
non-certlfled employees. The Department would be responsible for 
Investigating representation petitions, determining appropriate units for 
collective bargaining purposes, conducting elections, investigating unfair 
labor practices, conducting preliminary hearings and formal hearings under the 
Administrative Procedure Act, mediating labor disputes, strike action, 
resolving grievances, acting as a mediation and conciliation service 
subsequent to impasse during collective bargaining negotiations, and acting as 
an arbitration tribunal for the formal resolution of grievances pursuant to a 
collective bargaining agreement being entered into between school districts 
and labor organizations.

There are a number of employee groups and labor organizations that have 
indicated an interest in organizing this sizable group of public employees. 
Except for the four larger school districts in the state (Juneau, Anchorage, 
Kenai, and Fairbanks) which are loosely organized, virtually all other school 
districts are unorganized and unaffiliated. It would be necessary for the 
labor relations agency to determine community of interest groups, to hold 
representational elections, and to respond to unfair labor practice charges 
and related disputes.

Other states which have enacted PERA laws to cover this class of employees 
have advised the Department that during the first few years the laws were in 
effect, management or employee representatives of 50 percent of the covered 
school districts filed unfair labor practice charges which resulted in 
hearings before the labor relations agency. The hearings typically last from 
one to five days. Assuming that our experience would be comparable to that of 
other states, we would expect that approximately 26 of the school districts 
would generate unfair labor practice charges requiring hearings before the 
labor relations agency. Under PERA, such hearings are required to be heard by 
an attorney hearing officer using the Administrative Procedure Act guidelines.

In addition to unfair labor practice proceedings, we expect approximately 50 
percent of the 53 school districts to be involved in employee organizing 
during the first year the new law is in effect. In each case, the Department 
would be responsible for determining the appropriate unit for collective 
bargaining, based upon such factors as community of interest, wages, hours, 
and other working conditions of the employees involved, and the history of 
collective bargaining and the desires of the employees.

Our experience with political subdivisions shows that the average 
representation/certification proceeding spans a period of two months. The 
proceeding begins with the filing of a petition by a labor organization with 
the agency which demonstrates a showing of a community of interest within the 
employee group to be represented.

\
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The Department must then examine employer records to determine the accuracy of 
the information listed in the petition and whether or not a showing of a 
community of interest actually represents a minimum of 30 percent of the work 
force required for an election to be conducted. Once the community of 
interest has been verified, the petition is then posted for a period of 15 
days to allow sufficient time for the employer or other interested persons to 
file objections to the conduct of an election or for intervention by other 
labor organizations. The 15-day posting period is also used to respond to 
inquiries generated by the petition and to prepare ballots, mailers, and other 
documents required by statute.

After the 15-day posting period, there is then a period of about two to three 
weeks when the agency will schedule hearings to resolve objections or chal­
lenges to the conduct of an election, to clarify the community of interest, 
and to make investigations into the right of an intervener to appear on the 
ballot. Once these issues have been resolved, the election can proceed. Two 
persons are required to conduct an election at the polling place to ensure 
that the persons voting are so entitled, that there is no tampering with the 
secret ballot process, and that electioneering is not conducted within the 
restricted limits of the polling place. After polling is completed, the 
ballots must be counted and notification given to all parties, who may 
challenge the conduct of the election, challenge any ballot, call for recount, 
or challenge the right to vote of any member of the community of interest.
Once the election challenges have been resolved, a. bargaining unit is then 
certified or representation is denied, based upon the vote of the majority. 
After certification, the agency acts as mediator if the parties reach an 
impasse during collective bargaining negotiations or acts as an arbitration 
tribunal to resolve formal grievances under the executed collective bargaining 
agreement.

Based on past experience, the Department anticipates that coverage of 
non-certified school employees' will'require substantial time and resources.
Even though many of the employees covered by this legislation are in commu­
nities accessible by road, the majority of the school districts are located in 
the rural areas of Alaska and are accessible only by air travel, ferry, or 
charter aircraft. Typically, it would require two days of travel to conduct 
pre-election hearings, and two days of travel to conduct post-election 
hearings and certification. Moreover, if unfair labor practice charges are 
generated during the organizational activities or as a result of pre-election 
campaign interference, this would increase costs significantly. Hearings on 
unfair labor practice charges require an attorney hearing officer and are 
conducted under the formal rules of the Administrative Procedure Act. Such 
hearings are required whenever mediation or conciliation fails to resolve the 
unfair labor practice complaints or objections to the conduct of an election.

To illustrate the costs associated with representation/certification 
proceedings, the Department acting as a labor relations agency was recently 
involved in a lengthy and complex case involving 253 employees in the City of 
Fairbanks. This situation came about when the City of Fairbanks opted back 
into PERA in September of 1983. The size and composition of the unit would be 
equivalent to one medium-sized school district. The Department expended over 
1,200 manhours to resolve the issues and certify the bargaining units. The 
personal services cost of these manhqurs which include clerical support,



investigators, hearing officers, and board member activities was $34,000; 
travel and per diem was $3,600; transcription cost was $2,900; mailing, 
postage, and phone costs were $300; the total cost of this activity was over 
$41,000.

Other examples of the magnitude and complexity of labor relations activity 
related to school districts and PERA include the following:

A. The State of Florida by legislative act recently transferred Labor 
Relations activity for school districts to their public employees 
relations board. The board's estimated cost for the initial 
hearings for each school district to clarify communities of . 
interest, appropriateness of bargaining units, and intervention was 
approximately $1,500 per day including transcription of the record 
but exclusive of travel and per diem costs. Hearings for small 
school districts usually required only one day. The larger 
districts, however, took several days. The Florida board estimates 
the cost of an onsite election for their school districts at $5.00 
per employee. Their largest district has 800 workers and cost 
$4,000 for the election proceedings alone.

B. The State of Oregon Public Employee Relations Board has an annual 
budget of $1.25 million. They carry an annual case load of 300 
matters including elections, unfair labor practices, petitions, and 
de-certificaticns. Sixty (60) cases deal with representation, which 
is about 1/5 of their case load. They allot $250,000 each year to • 
this type of activity. This figure is slightly larger than what the 
Department expects with 53 school districts in Alaska.

In summary, the Department believes that our first-year costs are comparable 
to those of other states. Moreover, in consideration of the higher cost of 
doing business in Alaska, particularly travel costs, we do not believe that 
the fiscal note associated with this legislation is extraordinary.

Without adequate funding, the Department would be unable to comply with the 
statutory mandate of this legislation and could well find itself explaining to 
a Superior Court judge why it is unable to hold hearings, conduct elections, 
and otherwise carry out its duties. The end result could be similar to the 
litigation that occurred a few years ago when the Workers' Compensation 
Division was.unable to get the decisions out on time.
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MEMORANDUM

Senator Fred Zharoff, Chairman 
Labor and Commerce Committee

SB 129: Collective Bargaining/School Districts

March 11, 1985

Equal treatment of employees is the major concern addressed by 
SB 129. Long overdue, the measure grants collective bargaining 
rights to noncertificated employees of Alaska's public schools.

These employees are the only public employees excluded from 
collective bargaining. They include teachers' aides, secretaries 
and custodians. They are the lowest paid public employees in 
Alaska. They are the only employees in the educational system who 
absorb the economic backlash when school boards intimate the presence 
of financial problems.

SB 129 amends the Public Employment Relations Act to require that 
"no representation" be one of the ballot choices in all initial 
representation elections. This provision guarantees that each 
employee will have the opportunity to fully express his or her 
wishes on the question of representation.

The bill preserves all existing contracts, bargaining units and 
bargaining representatives. It establishes the ground rules under 
which collective bargaining can take place. School boards may not 
exclude their employees from the provisions of the Public Employment 
Relations Act.

APEA believes passage of SB 129 will promote better employer-employee 
relations by affording noncertificated employees the same collective 
bargaining rights that are provided to teachers and all other public 
employees.

Fairbanks Field Office 
825-D College Road 
Fairbanks, AK 99701 

Telephone: (907) 456-5412

Anchorage Field Office 
833 Gambell Street, Suite A_ 

Anchorage, AK 99501 
Telephone: (907) 274-1688 Position Paper APEA



STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:

REQUEST
Bill/Resolution No.:__
T i t l e :  Labor Relations:

SB 129

School B oa rd s / tm p lo yee s 
Sponsor: Senator Kay
Requestor^

FISCAL DETAIL A .
Agency Affected: Administration_______
Program Category A f fe c te d : 
A dm in is t ra t iv e Serv ices

BRU, Program or Subprogram(s) Affected; 
Labor Relations

Date of Request:_

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

<*00 SUPPLIES

500 EQUIPMENT

600 LAND 4 STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

I CAPITAL 0 0 o 0 0 0

REVENUE o 0 0 0 0 0

FUNDING: (Thousands of DoT ars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIM E 0 0 0 0 0 0

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO 1FFSET FISCAL IMPACT OF BILL: 

N /A

ANALYSIS: Attach a separate page for analysis 

Prepared By: )-/V ( Q  . Hf*'* Phone
Division: Labor Relations </

Approved by Commissioner: 
Agency:

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

465-4404

Date: Feb ru a ry 8, 1985 

Date:_ t u f a s '

F i s c a l  N o te s  (2 ) A dm in . 
DOL

12/1/83
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REQUEST
Bill/Resolution No.;SB 1 2 9 ______
Title: "An Act relating to labor 

relations between school boards..." 
Sponsor: Ray

STATE OF ALASKA 1985 LEGISLATIVE SESSION 
 ___________ FISCAL NOTE______________

Revision Date:

Requestor: Senate Labor-& Commerce 
Date of Request: 2/15/85_________

FISCAL DETAIL
Agency Affected: Labor ________
Program Category Affected: Public
Protection_________________
BRU, Program or Subprogram(s) Affected: 

Labor Standards and. Safety. ___________
Wage and Hour Administration

EXPENDITURES/REVENUES: (Thousands of

OPERATING
FV ' irw FY 87 FY 88 FY 89 FY 90

lOtTPERSOhAL S E R V IT E S  

200 TRAVEL 

POO CONTRACTUAL 

400 SU PPLIES  

500 EQUIPMENT 

500 LAND A STRUCTURES 

700 GRANTS, CLAIMS 

900 MISCELLANEOUS

0 124.7 129.1 . 74.1 76.7 79.4
0 .27.9... .. 29.6 19.5 20.1 21.3
0 89.1 94.5 85.1 90.2 95.6
0 2.0 2.1 1.4 1.5 1.6
0 4.8 0 0 0 0

1
TOTAL OPERATING 0 248.5 255.3 _ . . . .  189-1 -188.5 , . 197.9

cAp"I TAT

c REVENUE

FUNDING: (Thousands of Dollars)
JtliLKrtL rufxlJ 
FEDERAL FUNDS 

5THER 

TOTAL

0 248.5 255.3 180.1 ’88.5 197.9

0 248.5 255.3 180.1 188.5 197.9

-llLL-IINC. 0 3 3 1 1 1
3ART-TIM E (T o- I T 1 ' 1 1
TEMPORARY

ANALYSIS: Attach a separate page if necessary

Phone: 465-4870 

Date:— 2/8/85—  

Date: 3/8/85

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency!ies) . 7/1/84

Prepared By: Robert J. Bacolas. Jr. 
Division: Labor Standards and Sa

Approved by Commissioner:Ji 
Agency: Labor



Bill/Resolution No. SB 129

Fiscal Note Analysis

Under this bill, the Department of Labor will act as the Labor Relations 
agency for all school districts and will be responsible for investiga­
ting representation petitions; determining appropriate units for collec­
tive bargaining purposes; investigating unfair labor practices; monitor­
ing elections; and holding representation and unfair labor practices 
hearings.

Two investigators (located in Anchorage) are required to conduct the 
investigations, to monitor the elections, and to hold informal hearings. 
In addition, one clerical position is required to provide support to the 
investigators.

In addition to the costs associated with the two Wage and Hour Investi­
gators and one clerical position, the fiscal note also includes costs to 
contract for a hearing officer on 26 occasions ($24,000) and court re­
porting services including transcripts ($12,700), plus printing ($5,700) 
and legal costs ($13,500). A total of $6,800 has been included in 
travel for the hearing officer's transportation and per diem— ten trips 
of two days each ($500 + $180 x 10).

Line item costs for FY 86 are as follows:

Personal Services $124,700
Travel 27,900
Contractual Services 89,100
Commodities 2,000
Equipment 4,800
TOTAL ' $248,500

Of these costs, only the equipment costs of $4,800 are one-time items.

For FY 87 through FY 90, an inflation rate of 3.5 percent has been used
for personal services costs, and 6 percent for the other line items.

It is anticipated that the labor relations activity will stabilize after 
two years. Accordingly, beginning in FY 88, the costs reflect a three- 
month reduction in the clerk typist position and a deletion of one 
investigator position.

Other assumptions:

1) Effective date of July 1, 1985.
2) Contracts of 26 school districts will come up for renegotiations

each year.
3) Fifty percent of the school districts (equates to approximately 26) 

will file unfair labor practice charges requiring hearing before 
the labor relations board.



1.

2.

POSITION TITLE

Clerk Typist I I
RANCE/STEP

W _

DARC. UNIT 

RE 11

FORM 12 PAGE/LINE
•co

vAPPROV'; ■ypiSU'h

TYPE OF POSITION

PFT
STAFF MONTHS 

1 2  ,
RP NUMBER PCN NUMBER BRU PRIORITY

jA

LOCATION

 W l

ELECTION DISTRICT

3. CONTINUATION LEVEL AODITION JUSTIFICATION

A. TYPE OF EXPENDIIUKE ■.. jwauFir'
1 2 i

PERSONAL SERVICES'

5. Salary 20.136
6. Bcncfi ts 3.355
7. Supplemental Benefits 1,234
8. Fixed Benefits 2,732
9. TOTAL PERSONAL SERVICES 27.457
0. Travel 02 0
1. Contractual 03 y* 13,016
2. Commodi ties O'* 1,000
3. Equipment 05 1.600
<*. Other

5. TOTAL C3ST 43,073

RECEIPT CODE FUNDING SOURCE

Federal Receipts 1002

G.F. Match 1003

General Funds 1004

l-A Receipts 1005

Program Receipts 1028

Other

43,073

FOR BiM USE ONLY 

AA KEY NUMBER

This position will provide clerical support (typing, 
answering telephone, mail handling, etc.) for two 
wage and hour investigators. 

Contractual costs include rent of $3,60Ci, indirect of 
$2,416, and equipment rental and other average expenses 
of $7,000. 

Normal commodities of $1,000 and a one-time equipment 
expense of $1,600 are also included.

3  REQUEST FOR
NEW POSITION

AGENCY. Department of Labor

Public Protection FY 36

rpii Labor Standards and Safety Page i of q
•

LM
2I



1.
POSITION TITLE

Wage and Hour Investigator II

s

- ^

2.
TYPE OF POSITION
PFT

STAFF MONTHS 

12
RP NUMBER PCN NUMBER

3. CONTINUATION LEVEL | | ADDITION |

4. TYPE OF EXPENOITURE Amount

i 1 1 2
i
I _ PERSONAL SERVICES’ • *

j 5. Salary 3 7 . 3 6 6
6. Bcnefi ts 6,224

: 7. Supplemental Benefits 2,290
*

8. Fixed Benefits 2,732
9. TOTAL PERSONAL SERVICES 01 r 48,602
10. Travel 02 10,550
11. Contractual 03

S 10,083
12. Commodi ti es 04

A 500
13. Equipment 05 A. 1,600
14. Other

15. TOTAL COST 71,335

RANCE/STEP

10A

BARG. UNIT 

6GU

FORM 12 PACE/LINE
‘ . V .  • ■ _

co Vi:'#-
("iPPRpV;

BRU PRIORITY LOCATION

Anch /

ELECTION DISTRICT

JUSTIFICATION

7  I'l

RECEIPT CODE FUNDING SOURCE

16. Federal Receipts 1002 j
17. G.F. Match 1003 A
18. General Funds 1004 71,335
19. I-A Receipts 1005

20. Program Receipts 1028 <4
21. Other

FOR B4M USE ONLY 

4A KEY N U M B E R -------

This position will conduct investigations and informal 
hearings of unfair labor practices complaints filed with 
this agency. The position will be responsible for moni­
toring school district representation elections and 
assisting school districts in complying with state and 
federal labor relation laws. The investigator will 
travel extensively throughout the state performing these 
investigations, hearings, and monitoring functions.

Travel funds allow for 12 (four-day) trips, costing an 
average of $539 for transportation and $340 for per diem.

Contractual services costs include rent of $3,600, 
indirect of $4,483, and other average costs of $2,000.

Normal commodities of $500 and a one-time equipment 
expense of $1,600 are also included.

■j

1 3  REQUEST FOR
NEW POSITION

AGENCY. 

PROGRAM. 

BRU.

.np.par-tment-.nf-I.a hor_

Worker Protection

Labor Standards and Safety

T Q

FY 86

Pago 2 of



POSITIOH TITLE

Wage and Hour Investigator II
RANCE/STEP

JL8A_
OARG. UNIT 

-GGUL

FORM 12 PACE/LINE :cdv; fAPPRPV';

TYPE OF POSITION

PFT
STAFF MONTHS 

. 12
RP NUHOER

3 H M

PCN NUMBER BRU PRIORITY LOCATION

 A u d i -

ELECTION DISTRICT

CONTINUATION LEVEL ADDITION

TYPE UF EXPEN U I[U 7 F E F T
1 2

. . . . . . -----------------------

PERSONAL SERVICES’

5. Sa1ary 37,356
6. Benefits 6,224
7. Supplemental Benefits 2,290
8. Fixed Benefits 2,732
9. TOTAL PERSONAL SERVICES 01 48,602

1 0 . Travel 02 . 10,550 ....
11. Contractual 03 J 10.083
12. Commodi ties 04 J 5nn
13. Equipment 05 J 1,600
1«T. Other

15.} TOTAL COST 71,335

RECEIPT CODE FUNDING SOURCE

'6. Federal Receipts 1002 ^

17. C.F. Match 1003

8. Ceneral Funds 1004 • 71,335 .
9. l-A Receipts 1005

0 . Program Receipts 1028

1. Other

1

x£j;

1 FOR 84M USE ONLY

1 4A KEY N U M B E R ----- ----- --------- _ -------- _  ---------  _ —  — I#:
rrrnu

JUSTIFICATION

This position will conduct investigations and informal 
hearings of unfair labor practices complaints filed with 
this agency. The position will be responsible for moni­
toring school district representation elections and 
assisting school districts in complying with state and 
federal labor relation laws. The investigator will 
travel extensively throughout the state performing these 
investigations, hearings, and monitoring functions.

Travel funds allow for 12 (four-day) trips, costing an 
average of $539 for transportation and $340 for per diem.

Contractual services costs include rent of $3,600, 
indirect of $4,483, and other average costs of $2,000.

Normal commodities of $500 and a one-time equipment 
expense of $1,600 are also included.

3  REQUEST FOR
MEW POSITION

AGENCY. 

PROGRAM. 

BRU.

Department of Labor

Worker Protection

Labor Standards and Safety Page 3 of

FY 86



Position Paper 
Senate B il l 129

Th is b il l would ex tend cove rage o f the Pub lic Employment Relations A c t (PERA -  A .S . 
23.40.070 e t. se q .) to non ce r t i f ic a te d school employees. C u r re n t ly , where ba rga in in g 
re la t ionsh ips e x is t , these employees ba rga in und e r local p ro v is io ns . A clause p ro te c t in g 
p ree x is t in g ba rga in in g u n i ts , re p re sen ta t io n r ig h ts , o r co llec t ive ba rg a in in g agreements 
is inc luded . The b i l l would g iv e  non ce r t i f ic a te d em lo y e e s "c lass 3" s ta tu s -  th a t is , 
th e y would have the un lim ited r ig h t to s t r i k e  in the even t o f a ba rga in in g impasse.

School boa rd s , mun ic ipa l i t ie s and REAA's would be exp re ss ly p ro h ib i te d from re je c t ing 
the app lica t ion o f PERA to th e i r non ce r t i f ic a te d employees and s u b s t i tu t in g  th e i r own 
scheme o f co l le c t ive ba rg a in in g . A f in a l p ro v is io n , a f fe c t in g all employees and 
employers , is the add i t io n o f a s ta tu to r y  requ irem en t th a t "no rep re sen ta t io n " be a choice 
on ba llo ts in in i t ia l rep re sen ta t io n e lec t ions .

We oppose th is b i l l , fo r po l ic y reasons . O u r oppos it ion is ch ie f ly based upon o u r 
be lie f th a t ba rga in in g r ig h ts  f o r  non ce r t i f ic a te d school employees shou ld be cove red b y 
T i t le  14, which c u r r e n t l y  p ro v id e s fo r co l le c t iv e ba rga in in g by ce r t i f ic a te d school 
employees.

The o r ig in a l PERA pe rm it te d po li t ica l su b d iv is io n s oi the State to "o p t o u t " o f 
coverage unde r PERA and su b s t i tu te  t h e i r own scheme o f co llec t ive b a rg a in in g ; i f  PERA 
is to be ex tended to non ce r t i f ic a te d school employees, th is local op t ion shou ld be p re se rved . 
F ina l ly , the Labor Relations Agency regu la t io n s a lre ad y p ro v id e fo r "no rep re se n ta t io n " 
to appear as a choice on all rep re sen ta t io n e lection ba llo ts (2 AAC 10 .165 (b )) making i t 
unnecessary to add ress th is issue in s ta tu te .

Prepared b y :

Date
D iv is ion o f Labor Relations

App ro ved B y :

Department o f A dm in is t ra t io n

am
Position Papers (2) Admin. 

DOL



Bill No. Senate Bill No. 129

Title "An Act relating to labor relations between 
school boards and other public employers and 
their employees."

Date • 
Contact:

March 8, 1985

Eileen Plate - 465-2700 
Bob Bacolas - 465-4870

This legislation makes it mandatory for all school boards and municipalities 
to permit their noncertificated employees to enter into collective 
bargaining and mandates coverage by the Public Employment Relations Act 
(PERA).

Under this bill, the Department of Labor would become the labor relations 
agency for 53 separate school districts (including REAA's) involving 
approximately 4,400 noncertificated employees. The Department would be 
responsible for investigating representation petitions; determining 
appropriate units for the purpose of collective bargaining; conducting 
elections; investigating unfair labor practices; conducting preliminary 
hearings and formal hearings under the Administrative Procedures Act; 
mediating labor disputes; monitoring strike actions; resolving grievances; 
and meditating and arbitrating disputed issues subsequent to impasse 
during collective bargaining negotiations.

Section 1: Amends AS 23.40.100(b) to make it mandatory that 
"no representation" be a choice on all election
ballots for elections conducted by the labor rela­
tions agency under PERA.

Section 2: 

Section 3:

Amends AS 23.40.200(c) to permit noncertificated 
employees of a school board to engage in a strike.

Adds a new section to AS 23.40 to prohibit a school 
board or municipality from rejecting having the 
provisions of the PERA apply to its relations with 
its noncertificated school employees.

Section 4: Amends AS 23.40.250(6) to define public employees 
to include ncncertificaced employees of school 
boards and to exclude certificated employees.

Section 5: Amends AS 23.40.250(7) to define a public employer 
to include school boards.

Section 6: Amends AS 23.40.250 by adding a new paragraph to 
define a school board as including a regional 
education attendance area.

Section 7: Provides for existing collective bargaining units, 
agreements, and recognized bargaining representa­
tives to remain status quo.

There are 53 school boards within the State of Alaska (including REAA's). 
Therefore, the Department of Labor as the labor relations agency could 
be monitoring elections for the 53 separate school boards and holding 
hearings to settle grievances or unfair labor practice charges involving

approximately 4,400 noncertificated employees.

P O S IT IO N  PAPEft/Departmeat oi Labor
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Four school districts are presently organized or have a collective 
bargaining agreement with a union or an association. These are Fairbanks, 
Kenai, Juneau, and Anchorage.

The Department supports the concept of extending collective bargaining 
to this group of public employees.

The Department's fiscal note is attached.

APPROVED

JTm Robison, Commissioner 
Department of Labor


