
A L A S K A  L E G I S L A T U R E  C O M M I T T E E  F I L E S ,  1 9 8 9  

5 9 3 6  H O U S E  L A B O R  &  C O M M E R C E



S A M P L E  O F  C U R R E N T  P A Y  R A T E S  F O R  A M A T E U R  S P O R T S  O F F I C I A L S

b y  D . G r a y

J N U  A N C  F B K S
( $ / g a m e  u n l e s s  o t h e r w i s e  n o t e d )

H .  S .  B a s k e t b a l l 4 0 - 4 5 4 5

C o l l e g e  B a s k e t b a l l 7 5 1 2 5 1 1 5

A d u l t  B a s k e t b a l l 1 5 1 7 - 3 5

S o f t b a l l 1 1 1 1

H .  S -  B a s e b a l l  
A m .  L e g i o n

2 0 / 1 0 2 5

C o l l e g e  ( G l a c i e r  P i l o t s ,  e t . a l . ) 5 0 5 0

L i t t l e  L e a g u e 2 5

H .  S .  F o o t b a l l 3 5 2 9 5 ( 7 ) *

J u n i o r  F o o t b a l l 1 5

Y o u t h  S o c c a r 1 0

W r e s t l i n g 3 - 5 / m a t c h 3 - 5

H .  S .  V o l l e y b a l l 2 5

H .  S .  I c e  H o c k e y 3 0

J u n i o r  H o c k e y 1 5 1 0 - 1 8

A d u l t  H o c k e y 2 0 1 5 - 1 0 0

C o l l e g e  H o c k e y 9 0 4 5 , 9 0

S k i i n g

S w i m m i n g

* C o s t  o f  7  o f f i c i a l s .

I n f o r m a t i o n  S o u r c e s :  C l a i r e  M a r k e y ,  B o b  S i m s , J u n e a u ; D a v e
S t r i k e ,  J i m  B r e t t ,  E m m i t t  W i l s o n ,  A n c h o r a g e ;  C h r i s  
M i l l e s ,  F a i r b a n k s .
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1989 L B O I 8 L A T I V B  S E S S I O N  
F I S C A L  N O T E

*

R E Q U E S T ;

R e v i s i o n  D a t e :  3 / 6 / 8 9
T i t l e :  A n  a c t  r e l a t i n g  t ?  c i v i l

l i a b i l i t y  f o r  s p o r t  o f f i c i a t i n g .  
S p o n s o r :  K e l l y
R o q u e s t o r :  J u d i c i a r y

B i l l  V e r s i o n :  
P u b l i s h  D a t e :

cs S B  101 cruo 
3 / 2 / 8 9

Ag e n c y  Affected: A l a s k a  Court System
BRU: Trial Courts

Components:

E X P E N D I T U R E S / R E V E N U E S : :  ( T h o u s a n d s  o f  D o l l a r s )
r8 $  F Y  9 0  F Y .  9 1

P e r s o n a l  S e r v i c e s  ....................................................................................................................
T r a v e l  .....................................................................................................................
C o n t r a c t u a l  .....................................................................................................................
S u p p l i e s  .....................................................................................................................
Eq u i p m e n t  . . . .  ......................
L a n d  & S t r u c t u r e s  .....................................................................................................................
Gr a n t s  6 C l a i m s  . . .............................

T O T A L  O P E R A T I N G

F Y  9 2 F Y :  9 3

0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

P a r t - t i m e
T e m p o r a r y

F Y  9 4

0 . 0

f r f c w & v *  • • • • « • • « • • • • • • • « • • • • i  a a i

........................................................................ a •  I  o a > « • • • • e a a a I

. funding: • ( T h o u s a n d s  o f  D o l l a r s )  
G e n e r a l  F u n d a  o . o  0 . 0

omo

0 . 0 0 . 0 0 . 0
F e d e r a l  F u n d s  ........................................................................
O t h e r  ........................................................................

T O T A L  0 . 0  0 . 0 0 . 0 o o

o•o o•o

ositions: v .....  ••......................
. . i l - t i m e  ........................................................................

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y )

N o  f i s c a l  i m p a c t .

P r e p a i d  b y : y T a n  S t r a n d b e r g ,  G e n e r a l  C o u n s e l  
D i v i s i o n :  ' A l a s k a  C o u r t  J S y a t e m

A p p r o v e d  by:/'AflSHu£r TiKSrfb* 
Agency: A l a s k a  C o urt S y s t e m

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :  
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  s p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  & B u d g e t  
I m p a c t e d  A g e n c y ( i e s )
S e n a t e  S e c r e t a r y

Phone: 
Date:

A d m i n i s t r a t i v e  D i r e c t o r  Date:

2 6 4 - 8 2 2 8
0 3 / 0 6 / 8 9

0 3 / 0 6 / 8 9
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M E M O R A N D U M F e b r u a r y  1 6 ,  1 9 8 9

S U B J E C T :

T O :

F R O M :

S e c t i o n a l  a n a l y s i s  o f  S B  1 4 9  
( W o r k  O r d e r  N o .  6 - 0 5 5 2 A )

S e n a t o r  P a t  R o d e y

T h e r e s a  L .  B a n n i s t e r " - ^  
L e g i s l a t i v e  C o u n s e l

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

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

S e c t i o n  1 . S t a t e s  t h a t  a g r e e m e n t s  t o  m a k e  c e r t a i n  l o a n s  o r  
t o  g r a n t  o r  e x t e n d  c r e d i t  i n  c e r t a i n  s i t u a t i o n s  a r e  u n e n ­
f o r c e a b l e  u n l e s s  t h e  a g r e e m e n t s  o r  s o m e  n o t e s  o r  m e m o r a n d a  
o f  t h e m  a r e  w r i t t e n  a n d  s i g n e d  b y  t h e  p a r t y  t o  b e  c h a r g e d  o r  
b y  t h e  p a r t y ' s  a g e n t .  D o e s  n o t  a p p l y  i f  t h e  l o a n  o r  g r a n t  
o r  e x t e n s i o n  o f  c r e d i t  i s  p r i m a r i l y  f o r  p e r s o n a l ,  f a m i l y ,  o r  
h o u s e h o l d  p u r p o s e s .  A p p l i e s  i f  t h e  p e r s o n  w h o  a g r e e s  t o  
l o a n  o r  g r a n t  o r  e x t e n d  t h e  c r e d i t  i s  i n  t h e  b u s i n e s s  o f  
l e n d i n g  o r  a r r a n g i n g  f o r  t h e  l e n d i n g  o f  m o n e y  o r  t h e  g r a n t ­
i n g  o r  e x t e n s i o n  o f  c r e d i t .  A p p l i e s  t o  a m o u n t s  o v e r  
$ 1 0 0 , 0 0 0 .

S e c t i o n  2 . A p p l i e s  t h e  b i l l  t o  a n  a g r e e m e n t  e n t e r e d  i n t o  o n  
o r  a f t e r  J a n u a r y  1 ,  1 9 9 0 .
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T estimony presented on Friday, February 17, 1989, regarding

Senate Bill No. 149, an Act entitled, "An Act relating to 

contracts to lend money or grant or extend credit."

Given By: Robert P. Gray

Legislative Committee Chairman 

Alaska Bankers Association

a n d
President of National Bank 

of Alaska

In Support Of: Senate Bill No. 149

Unanimous position in support of SB 149 

in its present form.

This legislation is modelled after legislation that passed the 

California Assembly last year and similar legislation has 

passed in Kansas and Minnesota.

The purpose of the legislation is to minimize misunderstandings  

between borrowers and lenders. This legislation does that in 

requiring loan agreements for business purposes, above $100,000 

to be in writing.

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

Our experience as bankers, leads us to the conclusion that 

serious misunderstandings concerning business loans, often 

resulting in mutually destructive litigation, occur by one or 

other party relying on oral assumptions.

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



T h i s  l e g i s l a t i o n s  d o e s  n o t  a d d r e s s /  n o r  t a k e s  a w a v  a n y  r i g h t s  

of c o n s u m e r s  u n d e r  e x i s t i n g  r e g u l a t i o n s  o r  l a w s  s u c h  as T r u t h  

in L e n d i n g /  R e a l  E s t a t e  S e t t l e m e n t  P r o c e d u r e  Act.* F a i r  C r e d i t  

Act/ C o m m u n i t y  R e i n v e s t m e n t  Act.

We u r g e  p a s s a g e  of th i s  l e g i s l a t i o n .

T h a n k  y o u  f o r  a l l o w i n g  us to t e s t i f y  o n  t h i s  p r o p o s a l  a n d  to 

a n s w e r  q u e s t i o n s .



Senate Bill No. 2789

C H A P T E R  1096

An act to amend Section 1624 of the CAil Code, relating to com 
tracts.

SB 2789, Maddy. Contracts, j
Existing law specifies that certain contracts are invalid unless they 

are in writing or there exists a note or memorandum of the same, 
subscribed by the parts' to be charged or the party’s agent.
This bill would include among those contracts a contract, promise, 

undertaking, or commitment to loan money or to grant or extend 
credit in an amount greater than 8100,000, not primarily for personal, 
family, or household purposes, made by a person engaged in the 
business of lending or arranging for the lending of money or 
extending credit, except as specified.
This bill would make a statement of legislative intent that this 

provision shall only apply to a claim or cause of action arising on or 
after January 1, 1989, as specified. It would also make a statement of 
legislative intent as to the application of judicially and legislatively 
recognized defenses and exceptions to these provisions.
This bill would incorporate additional changes to Section 1624 of 

the Civil Code, contained in SB 2492, if both bills are chaptered and 
amend that section and this bill is enacted last.

The people o f  the Shite o f  California do enact as follows:
SECTION 1. Section 1624 of the Civil Code is amended to read:
1624. The following contracts are invalid, unless they, or some 

note or memorandum thereof, are in writing and subscribed by the 
party to be charged or by the party's agent:

(a) An agreement that by its terms is not to be performed within 
a year from the making thereof.

(b) A special promise to answer for the debt, default, or 
miscarriage of another, except in the cases provided for in Section

'c) An agreement for the leasing for a longer period than one 
year, or for the sale of real property, or of an interest therein; such 
an agreement, if made by an agent of the party sought to be charged, 
is invalid, unless the authority of the agent is in writing, subscribed 
by the party sought to be charged.

(d) An agreement authorizing or employing an agent, broker, or 
any other person to purchase or sell real estate, or to lease real estate

2794.

92  90



for a longer period than one year, or to procure, introduce, or find 
a purchaser or seller of real estate or a lessee or lessor of real estate 
where the lease is for a longer period than one year, for 
compensation or a commission.

te) An agreement which by its terms is not to be performed 
during the lifetime of the promisor.

(ft An agreement by a purchaser of real property to pay an 
indebtedness secured by a mortgage or deed of trust upon the 
property purchased, unless assumption of the indebtedness by the 
purchaser is specifically provided for in the conveyance of the 
property.

(g) A contract, promise, undertaking, or commitment to loan 
money or to grant or extend credit, in an amount greater than one 
hundred thousand dollars ($100,000), not primarily for personal, 
family, or household purposes, made by a person engaged in the 
business of lending or arranging for the lending of money or 
extending credit. For purposes of this section, a contract, promise, 
undertaking or commitment to loan money secured solely by 
residential property consisting oflone to four dwelling units shall be 
deemed to be for personal, family, or household purposes.
SEC. 1.5. Section 1624 of the Civil Code is amended to read: 
1624. The following contracts are invalid, unless they, or some 

note or memorandum thereof, are in writing and subscribed by the 
party to be charged or by the party's agent:

(a) An agreement that by its terms is not to be performed within 
a year from the making thereof.

lb) A special promise to answer for the debt, default, or 
miscarriage of another, except in the cases provided for in Section 
2794.

(c) An agreement for the leasing for a longer period than one 
year, or for the sale of real property, or of an interest therein; such 
an agreement, if made by an agent of the party sought to be charged, 
is invalid, unless the authority of the agent is in writing, subscribed 
by the party sought to be charged.

(d) An agreement authorizing or employing an agent, broker, or 
any other person to purchase or sell real estate, or to lease real estate 
for a longer period than one year, or to procure, introduce, or find 
a purchaser or seller of real estate or a lessee or lessor of real estate 
where the lease is for a longer period than one year, for 
compensation or a commission.

te) An agreement which by its terms is not to be performed 
during the lifetime of the promisor.

if) An agreement by a purchaser of real property to pay an 
indebtedness secured bv a mortgage or deed of trust upon the 
property purchased, unless assumption of the indebtedness by the 
purchaser is specifically provided lor in the conveyance of the 
property.

Ig) A contract, promise, undertaking, or commitment to loan

Ch. 1096 —  2 —
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money or to grant or extend credit, in an amount greater than one 
hundred thousand dollars ($100,000), not primarily for personal, 
family, or household purposes, made by a person engaged in the 
business of lending or arranging for the lending of money or 
extending credit. For purposes of this section, a contract, promise, 
undertaking or commitment to loan money secured solely by 
residential property consisting of one to four dwelling units shall be 
deemed to be for personal, family, or household purposes.
This section does not apply to leases subject to Division 10 

(commencing with Section 10101) of the Commercial Code.
SEC. 2. Section 1.5 of this bill incorporates amendments to 

Section 1624 of the Civil Code proposed by both this bill and SB 2492. 
It shall be operative at the same time SB 2492 becomes operative if 
(1) both this bill and SB 2492 are enacted and become effective on 
January 1,1989, (2) this bill and SB 2492 both amend Section 1624 of 
the Civil Code, and (3) this bill is enacted after SB 2492, in which case 
Section 1 of this bill shall only be operative until SB 2492 becomes 
operative.
SEC. 3. It is the intent of the Legislature that subdivision (g) of 

Section 1624 of the Civil Code shall only apply prospectively to any 
claim or cause of action arising on or after January 1, 1989, and not 
otherwise affect any statutory or common law rights in a civil action.
It is also the intent of the Legislature that judicially and 

legislatively recognized defenses and exceptions to the application of 
subdivisions (a) to (f), inclusive, of Section 1624 also apply to 
subdivision (g) of Section 1624.

—  3—  Ch. 1096

O
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Events leading up to this bill are not known.

The intent appears to provide that certain advances of credit are unenforceable unless made 
in writing.
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3111 C. St., Suite 510 
Anchorage, Alaska 99503 

(907) 561-7618

During Session: 
P.O. Box V 

Juneau, Alaska 99811 
(907) 465-3793

S e n a t e

D A T E :  A p r i l  3 0 ,  1 9 9 0

T O :

F R O M :

S U B J E C T :

I  w o u l d  l i k e  t o  r e q u e s t  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
c o n s i d e r  s c h e d u l i n g  S e n a t e  B i l l  1 5 2  a t  t h e  e a r l i e s t  p o s s i b l e  
t i m e .

T h e  c o m m i t t e e  s u b s t i t u t i o n  a d d r e s s e s  a  s i m p l e  c h a n g e  t o  t h e  
U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  A c t .

T h e  c h a n g e  w i l l  a l l o w  t h e  N e i g h b o r h o o d  R e i n v e s t m e n t  
C o r p o r a t i o n  ( N R C ) , w h i c h  i s  a u t h o r i z e d  u n d e r  f e d e r a l  l a w  4 2  
U . S . C .  8 1 0 1 - 4 2  U . S . C .  8 1 0 7  t o  b e  e x e m p t  f r o m  t h  r e q u i r e m e n t  
t o  d e v e l o p  a  P u b l i c  O f f e r i n g  S t a t e m e n t .

B e c a u s e  t h e  N R C  i s  o r g a n i z e d  u n d e r  f e d e r a l  l a w  t h e y  a r e  
c u r r e n t l y  r e q u i r e d  t o  d o  a  s i m i l a r  s t a t e m e n t  a n d  t h e r e  s e e m s  t o  
b e  n o  n e e d  t o  d u p l i c a t e  t h e  p r o c e s s .  T h e  c u r r e n t  s t a t e  l a w  
w a s  e s t a b l i s h e d  f o r  d e v e l o p e r s  w h o  b u i l t  c o n d o m i n i u m s  o r  
c o o p e r a t i v e s  f o r  p r o f i t  a n d  I  b e l i e v e  w a s  n o t  i n t e n d e d  f o r  
n o n - p r o f i t s  s u c h  a s  t h e  N R C .

T h i s  a m e n d m e n t  i s  d e s i g n e d  t o  b e  v e r y  s p e c i f i c  a n d  o n l y  d e a l s  
w i t h  c o r p o r a t i o n s  l i k e  t h e  N R C  t h a t  d e v e l o p  l o w  i n c o m e  
h o u s i n g .  W i t h  t h i s  e x e m p t i o n  t h e y  w i l l  b e  a b l e  t o  r e d u c e  
t h e  c o s t s  t o  t h e  b o r r o w e r ,  b y  r e d u c i n g  t h e  a m o u n t  o f  a t t o r n e y  
t i m e  t h e y  n e e d  i n  d e v e l o p i n g  t h e i r  P u b l i c  O f f e r i n g  
S t a t e m e n t s .

T h i s  i s  a  v e r y  b r i e f  e x p l a n a t i o n  o f  t h e  e x e m p t i o n ,  b u t  i f  y o u  
h a v e  a n y  q u e s t i o n s  p l e a s e  d o n ' t  h e s i t a t e  t o  c a l l  m y  s t a f f  M a r k  
B e g i c h  a t  3 7 9 3 .

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

S e n a t o r  P a t  R o d e y K ^ j

S e n a t e  B i l l  1 5 2

Patrick M . Rodey
Senator

A l a s k a  & t a t  e  l e g i s l a t u r e
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IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

HOUSE CS FOR SENATE BILL NO. 155 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECO' J SESSION

A BILL

For an Act entitled: "An Act relating to the transfer of certain alcoholic

beverage licenses; and providing for an effective 

*! date."

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

* Section 1. AS 04.11 is amended by adding a new section to read:

Sec. 04.11.395. BOARD IMPOSED RESTRICTIONS. The board may

impose conditions or restrictions applicable to the transfer of a 

beverage dispensary, restaurant or eating place, or package store 

license.

* Sec. 2. AS 04.11.400(j) is amended to read:

(j) The board may approve the issuance [OR TRANSFER OF OWNER­

SHIP] of a restaurant or eating place license in a municipality with-

3

0

1 

2 

3 

•4 

5 

•6

17

18
out regard to (a) of this section if the board finds that issuance [OR

1 9!

20 

21 

22 

23!!

24

25

26

27

28 

29

TRANSFER] of the license is necessary for the public convenience. 

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

1 -  H C S  S B  1 5 5 ( L & C )
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D F J ' A R B l E i M  O F  R E V E N U E

ALCOHOLIC BEVERAGE CONTROL BOARD i

STEVE COWPER, GOVERNOR

5 5 0  IV. 7 T H  A V E

A N C H O R A G E ,  A L A S K A  9 9 5 0 1 - 6 6 9 8

January 19, 1990

The Honorable Dave Donley, Chairman 
House Labor & Commerce Committee 

Alaska State House of Representatives 

P. 0 Box V 
Juneau, AK 99811

RE: SB 155

Dear Representative Donley:

This letter is a request for your committee to consider the above 

bill.

The bill contains a minor technical amendment to AS 04.11.400(j ) .

The amendment intends to prevent confusion from a conflicting section in 

current law.

Current law under AS 04.11 .400(j) allows the board to approve 

issuance "or transfer of ownership" of a restaurant or eating place 

license without regard to population limitations, if the license is 

necessary for the public convenience.

AS 04.11.360(11) demands that, if the board receives an application 

from a licensee for transfer of ownership of a license issued under AS 
04.11.400(j), the board shall deny the application. Language deleted in 

the bill eliminates the conflict between the two sections.

If you have any questions, please do not hesitate to call.

Sincerely,

Patrick L. Sharrock 
Director, ABC Board

L

PS/cl

90-07
[ 3  E M M ] )

J A N  2 2  1990
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S T E V E  C C W P E R
GOVERNCP

t i {

S t a t e  o f  A l a s k a

OFFICE OF THE GOVERNOR 
•J r.V E A O

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

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  t h a t  m a k e s  c h a n g e s  
i n  e x i s t i n g  l a w  t o  e l i m i n a t e  a n  i n c o n s i s t e n c y ,  a n d  
r e s u l t a n t  c o n f u s i o n ,  r e g a r d i n g  t r a n s f e r  o f  c e r t a i n  
a l c o h o l i c  b e v e r a g e  l i c e n s e s .

A S  0 4 . 1 1 . 3 6 0 ( 1 1 )  a n d  A S  0 4 . 1 1 . 4 0 0 ( j )  r e l a t e  t o  " r e s t a u r a n t  
o r  e a t i n g  p l a c e  l i c e n s e s , "  w h i c h  a r e  t h e  l i c e n s e s  
p e r m i t t i n g  r e s t a u r a n t s  t o  d i s p e n s e  b e e r  o r  w i n e .  T h e s e  
e x c e p t i o n  l i c e n s e s  a r e  i s s u e d  w i t h o u t  r e g a r d  t o  t h e  
p o p u l a t i o n  o f  a  g i v e n  l o c a l i t y  i f  t h e  A l c o h o l i c  B e v e r a g e  
C o n t r o l  ( A B C )  B o a r d  d e t e r m i n e s  t h a t  n e w  l i c e n s e s  a r e  
n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .

B e c a u s e  r e s t a u r a n t  o r  e a t i n g  p l a c e  l i c e n s e s  i s s u e d  u n d e r  
A S  0 4 . 1 1 . 4 0 0 ( j )  a r e  n o t  s u b j e c t  t o  p o p u l a t i o n  l i m i t a t i o n s ,  
t h e r e  i s  n o  " q u o t a "  t h a t  l i m i t s  t h e  n u m b e r  t h a t  m a y  b e  
i s s u e d  i n  a  g i v e n  l o c a l i t y .  A c c o r d i n g l y ,  t h e  l i c e n s e s  d o  
n o t  h a v e  a n  i n h e r e n t  " m a r k e t  v a l u e " ;  a n d  a s  m a n y  r e s t a u r a n t  
o r  e a t i n g  p l a c e  l i c e n s e s  m a y  b e  i s s u e d  i n  a  l o c a l i t y  a s  t h e  
b o a r d  f i n d s  a r e  n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .  
T h e r e  i s ,  t h e r e f o r e ,  n o  r e c o g n i z a b l e  i n t e r e s t  o f  a  l i c e n s e e  
i n  b e i n g  a b l e  t o  m a r k e t  a  l i c e n s e  i n  c o n j u n c t i o n  w i t h  t h e  
s a l e  o f  a  r e s t a u r a n t  o r  e a t i n g  p l a c e .  A  p e r s o n  p u r c h a s i n g  
o r  s t a r t i n g  a  r e s t a u r a n t  c a n ,  u n d e r  s t r i c t  b o a r d  r e g u ­
l a t i o n ,  a p p l y  f o r  a  n e w  b e e r  a n d  w i n e  l i c e n s e  w i t h o u t  
r e g a r d  t o  t h e  p o p u l a t i o n  l e v e l s  a t  t h e  t i m e  o f  t h e  
a p p l i c a t i o n .  T h e r e  i s ,  t h e r e f o r e ,  n o  r e a s o n  t o  p e r m i t  t h e  
t r a n s f e r  o f  t h e s e  l i c e n s e s .  A d d i t i o n a l l y ,  u n d e r  
A S  0 4 . 1 1 . 3 3 0 ( 9 ) ,  t h e  b o a r d  i s  r e q u i r e d  t o  d e n y  r e n e w a l  o f  a  
l i c e n s e  i s s u e d  u n d e r  A S  0 4 .  1 1 . 4 0 0  ( j )  i f  t h e  p u b l i c  
c o n v e n i e n c e  d o e s  n o t  r e q u i r e  r e n e w a l .

C u r r e n t l y ,  A S  0 4 . 1 1 . 3 6 0  ( 1 1 )  p r o h i b i t s  t h e  t r a n s f e r  o f  s u c h  
l i c e n s e s .  A S  0 4 . 1 1 . 4 0 0 ( 3 ) ,  h o w e v e r ,  c r e a t e s  c o n f u s i o n  b y  
p e r m i t t i n g  t h e  b o a r d  t o  a p p r o v e  t h e  i s s u a n c e  o r  t r a n s f e r  o f  
o w n e r s h i p  o f  a  r e s t a u r a n t  o r  e a t i n g  p l a c e  l i c e n s e  w h e n  i t
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i s  n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .  T h i s  
i n c o n s i s t e n c y  w o u l d  b e  r e s o l v e d  b y  d e l e t i n g  t h e  p r o v i s i o n  
i n  A S  0 4  - 1 1 . 4 0 0  ( j ) w h i c h  p e r m i t s  t h e  b o a r d  t o  a p p r o v e  
t r a n s f e r  o f  o w n e r s h i p  o f  s u c h  , a~ ,  l i c e n s e .  T h i s  a m e n d m e n t  
w i l l  e l i m i n a t e  c o n f u s i o n  a n d  c < 5 n f [ L i c t i n g  d i r e c t i o n  i n  p r e ­
s e n t  l a w .

\
' c e r e l y ,

S t e v e  C o w p e r  
G o v e r n o r
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D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  t h a t  m a k e s  c h a n g e s
i n  e x i s t i n g  l a w  t o  e l i m i n a t e  a n  i n c o n s i s t e n c y ,  a n d
r e s u l t a n t  c o n f u s i o n ,  r e g a r d i n g  t r a n s f e r  o f  c e r t a i n  
a l c o h o l i c  b e v e r a g e  l i c e n s e s .

A S  0 4  . 1 1 . 3 6 0  ( 1 1 )  a n d  A S  0 4 . 1 1 . 4 0 0  ( j )  r e l a t e  t o  " r e s t a u r a n t  
o r  e a t i n g  p l a c e  l i c e n s e s , "  w h i c h  a r e  t h e  l i c e n s e s
p e r m i t t i n g  r e s t a u r a n t s  t o  d i s p e n s e  b e e r  o r  w i n e .  T h e s ^  
e x c e p t i o n  l i c e n s e s  a r e  i s s u e d  w i t h o u t  r e g a r d  t o  t h e  
p o p u l a t i o n  o f  a  g i v e n  l o c a l i t y  i f  t h e  A l c o h o l i c  B e v e r a g e  
C o n t r o l  ( A B C )  B o a r d  d e t e r m i n e s  t h a t  n e v ;  l i c e n s e s  a r e  
n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .

B e c a u s e  r e s t a u r a n t  o r  e a t i n g  p l a c e  l i c e n s e s  i s s u e d  u n d e r  
A S  0 4  . 1 1  . 4 0 0  ( j )  a r e  n o t  s u b j e c t  t o  p o p u l a t i o n  l i m i t a t i o n s ,  
t h e r e  i s  n o  " q u o t a "  t h a t  l i m i t s  t h e  n u m b e r  t h a t  m a y  b e  
i s s u e d  i n  a  g i v e n  l o c a l i t y .  A c c o r d i n g l y ,  t h e  l i c e n s e s  d o  
n o t  h a v e  a n  i n h e r e n t  " m a r k e t  v a l u e " ?  a n d  a s  m a n y  r e s t a u r a n t  
o r  e a t i n g  p l a c e  l i c e n s e s  m a y  b e  i s s u e d  i n  a  l o c a l i t y  a s  t h e  
b o a r d  f i n d s  a r e  n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .  
T h e r e  i s ,  t h e r e f o r e ,  n o  r e c o g n i z a b l e  i n t e r e s t  o f  a  l i c e n s e e  
i n  b e i n g  a b l e  t o  m a r k e t  a  l i c e n s e  i n  c o n j u n c t i o n  w i t h  t h e  
s a l e  o f  a  r e s t a u r a n t  o r  e a t i n g  p l a c e .  A  p e r s o n  p u r c h a s i n g  
o r  s t a r t i n g  a  r e s t a u r a n t  c a n ,  u n d e r  s t r i c t  b o a r d  r e g u ­
l a t i o n ,  a p p l y  f o r  a  n e w  b e e r  a n d  w i n e  l i c e n s e  w i t h o u t
r e g a r d  t o  t h e  p o p u l a t i o n  l e v e l s  a t  t h e  t i m e  o f  t h e
a p p l i c a t i o n .  T h e r e  i s ,  t h e r e f o r e ,  n o  r e a s o n  t o  p e r m i t  t h e  
t r a n s f e r  o f  t h e s e  l i c e n s e s .  A d d i t i o n a l l y ,  u n d e r
A S  0 4 . 1 1 . 3 3 0 ( 9 ) ,  t h e  b o a r d  i s  r e q u i r e d  t o  d e n y  r e n e w a l  o f  a  
l i c e n s e  i s s u e d  u n d e r  A S  0 4 . 1 1 . 4 0 0  ( j )  i f  t h e  p u b l i c
c o n v e n i e n c e  d o e s  n o t  r e q u i r e  r e n e w a l .

C u r r e n t l y ,  A S  0 4 . 1 1 . 3 6 0 ( 1 1 )  p r o h i b i t s  t h e  t r a n s f e r  o f  s u c h  
l i c e n s e s .  A S  04 .11 .400 (j ) , h o w e v e r ,  c r e a t e s  c o n f u s i o n  b y  
p e r m i t t i n g  t h e  b o a r d  t o  a p p r o v e  t h e  i s s u a n c e  o r  t r a n s f e r  o f  
o w n e r s h i p  o f  a  r e s t a u r a n t  o r  e a t i n g  p l a c e  l i c e n s e  w h e n  i t
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i s  n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .  T h i s  
i n c o n s i s t e n c y  w o u ld  b e  r e s o l v e d  b y  d e l e t i n g  t h e  p r o v i s i o n  
i n  AS 0 4 . 1 1 . 4 0 0 ( j )  w h i c h  p e r m i t s  t h e  b o a r d  t o  a p p r o v e  
t r a n s f e r  o f  o w n e r s h i p  o f  s u c h  ,a^ l i c e n s e .  T h i s  a m e n d m e n t  
w i l l  e l i m i n a t e  c o n f u s i o n  a n d  c o n f l i c t i n g  d i r e c t i o n  i n  p r e ­
s e n t  l a w .  ' ' ~
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S e n a te
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M E M O R A N D U M  M a r c h  1 6 ,  1 9 8 9

T O :  R e p r e s e n t a t i v e  D a v e  D o n l e y ,  C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  S e n a t o r  A r l i s s  S t u r g u l e w s k i ,  C h a i r m a n / \ ip
S e n a t e  R u l e s  C o m m i t t e e

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

T h i s  b i l l  i s  a  s t r a i g h t  f o r w a r d  a p p r o a c h  t h a t  w o u l d  c o r r e c t  a  
d i s p a r i t y  b e t w e e n  s t a t e  c h a r t e r e d  b a n k s  a n d  n a t i o n a l l y  c h a r t e r e d  
b a n k s .  P r e s e n t l y  t h e r e  i s  n o  t i m e  l i m i t  o n  L e t t e r s  o f  C r e d i t  
i s s u e d  b y  n a t i o n a l l y  c h a r t e r e d  b a n k s  b u t  s t a t e  c h a r t e r e d  b a n k s  
h a v e  b e e n  l i m i t e d  t o  o n e  y e a r  o n  l e t t e r s  o f  c r e d i t .

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

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

A t t a c h m e n t s
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SB 174: "An Act relating to letters of credit issued by banks."

The department urges passage of SB 174 as it will provide parity between state 
and nationally chartered banks in providing letters of credits. Banks operating 
with national charters have no time restrictions concerning letters of credit. 
SB 174 deletes the time restrictions from Alaska law.
Banks and their customers have been at a disadvantage when their business 
sometimes requires letters of credit for greater periods than one year. This may 
be a common requirement in governmental construction contracts and export 
transactions with long contract periods.
This type of bank function is considered lending and is regulated and examined 
for sound lending practices. Letters of credit do convey elements of risk but are 
generally provided to a bank’s customers witb. long-term satisfactory credit 
history.
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Key Bank o f Alaska
A  K e y C o r p  B a n k

Post Office Box 100420 
Anchorage, Alaska 995100420 
(907)562-6100

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

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

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

R e :  S B  1 7 4  -  L e t t e r s  o f  C r e d i t

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

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

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

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

was\pm.3
l e t t e r s . e r e
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T h e r e  e x i s t s  a  c o m p e t i t i v e  i n e q u a l i t y  b e t w e e n  n a t i o n a l  a n d  
s t a t e  b a n k s  i n  d u r a t i o n a l  l i m i t a t i o n s  o n  s t a n d b y  a n d  c o m m e r c i a l  
l e t t e r s  o f  c r e d i t  d e t r i m e n t a l  t o  s t a t e - c h a r t e r e d  b a n k s .

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

I t  h a s  b e e n  d e m o n s t r a t e d  t h a t  d u r a t i o n a l  l i m i t s  t h w a r t  
c o m p e t i t i v e  e q u a l i t y  b e t w e e n  s t a t e  a n d  n a t i o n a l  b a n k s  i n  t h e  
m a r k e t i n g  a n d  p r o v i d i n g  o f  l e t t e r s  o f  c r e d i t  a c c o r d i n g  t o  c u s t o m e r  
r e q u i r e m e n t s .  T h i s  i s  p a r t i c u l a r l y  t r u e  w h e r e  t h e  b e n e f i c i a r i e s  
a r e  g o v e r n m e n t  a g e n c i e s ,  m u n i c i p a l i t i e s ,  t h e  A l a s k a  C o u r t  S y s t e m ,  
b o n d i n g ,  s u r e t y ,  a n d  i n s u r a n c e  c o m p a n i e s .  T h e y  a r e  b e n e f i c i a r i e s  
o f  l e t t e r s  o f  c r e d i t  f o r  a  v a r i e t y  o f  r e a s o n s  s u c h  a s  t o  s e c u r e  
c o m p l e t i o n  o f  u t i l i t y  i n f r a s t r u c t u r e  c o n s t r u c t i o n  o n  s u b d i v i s i o n s ,  
a p p e a l  b o n d s ,  a n d  a s  s e c u r i t y  f o r  c a s h  f l o w  r e q u i r e m e n t s  f o r  d e b t  
s e r v i c e  o f  t e r m  l o a n s  t o  o p e r a t i n g  b u s i n e s s e s  o r  i n c o m e  p r o p e r t y  
c o n s t r u c t i o n  p r o j e c t s .  T h o s e  b e n e f i c i a r i e s  i n  p a r t i c u l a r  h a v e  n o  
r e a s o n  t o  n e g o t i a t e  w i t h  s t a t e  b a n k s  f o r  l e t t e r s  o f  c r e d i t  a s  t h e y  
m a y  s i m p l y  g o  t o  n a t i o n a l  b a n k s  w i t h o u t  h a v i n g  t o  a d d r e s s  t h e  i s s u e  
o f  d u r a t i o n a l  l i m i t a t i o n s .  F u r t h e r ,  m o s t  s u c h  b e n e f i c i a r i e s  a r e  
t o t a l l y  i n f l e x i b l e  i n  t h e i r  r e q u i r e m e n t s  a n d  w i l l  n o t  e v e n  c o n s i d e r  
d u r a t i o n a l  r e q u i r e m e n t s .  T h e y  s i m p l y  a v c ' d  t h e  i s s u e  b y  o b t a i n i n g  
t h e i r  l e t t e r s  o f  c r e d i t  e l s e w h e r e .  A s  t o  c o m m e r c i a l  l e t t e r s  o f  
c r e d i t ,  t h e r e  a r e  s i t u a t i o n s  i n  w h i c h  t h e  o n e - y e a r  l i m i t a t i o n  w o u l d  
e x c l u d e  t h e i r  u s e  i n  c o n n e c t i o n  w i t h  m a n u f a c t u r e d  g o o d s  a n d  
e q u i p m e n t  a n d  i n  c o n n e c t i o n  w i t h  s o r o 1’  e x p o r t  s i t u a t i o n .  
A c c o r d i n g l y ,  s t a t e  b a n k s  c a n n o t  a l w a y s  s e r v i c e  t h e i r  g o o d  c u s t o m e r s  
a s  c a n  n a t i o n a l  b a n k s .

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

wog\pm,3
l e t t e r s . c r «
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A c c o r d i n g l y ,  i t  i s  r e c o m m e n d e d  a n d  u r g e d  t h a t  S B  1 7 4  b e  
a d o p t e d  t o  d e l e t e  t h e  s e c o n d  s e n t e n c e  o f  A S  0 6 . 0 5 . 2 7 5 ( a )  a s  
u n n e c e s s a r y  a n d  a n t i c o m p e t i t i v e .

W A G / a g

wog\pni.3
letter*.ere
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INTRODUCTION OF BILLS (Senate)

SB 173 (cont'd)

been recalled cannot be appointed to f i l l  a vacant seat in  the office from  which the person f

was reca lled .

The b ill takes effect 90 days afte r it is signed by the G overnor.

In troduced Feb ruary 14,1989 and re fe rred  to C om m un ity  & Regional A ffa irs ; State 
A ffa irs ; Finance.

Letters o f  C redit_________

SENATE B ILL  N O . 174. b y  Senators S tu rgu lew ski and Pearce. Am ends AS 06.05 .275(a ) 
(A laska  Banking Code. M iscellaneous and incidenta l banking practices) to read: "(a ) A  
bank m ay issue and con firm  letters o f  c red it au thorizing the p rincipa l o r  benefic iary to 
d raw  upon  the institu tion o r its correspondents." The section cu rren tly  reads: "(a ) A  bank 
m ay issue and con firm  letters o f  credit au tho riz ing  the p rinc ipa l o r  benefic iary to d raw  
upon  the institu tion o r  its correspondents. A  le tte r o f  credit sha ll expire b y  its terms 
w ith in one yea r o f date o f issuance, bu t m ay be renewed on  w ritten request o f  the 
p r in c ip a l."

The b ill takes effect 90 days a fte r it is signed by the G overnor.

In troduced February 14,1989 and re fe rred  to Labor & Commerce; Finance.

Consumption o f 
A lcoho l D u ring  Pregnancy

SENATE B ILL  N O . 175. by Senators B ink ley , Adam s, Z h a ro ff , Pou rchot, F rank and 
Pearce. W i ll requ ire  the h o ld e r o f  a license o r pe rm it that a llow s a person  to se ll o r  serve 
a lcoho l to post signs w arn ing patrons th a t" . .  .D rink ing  a lcoho lic beverages such as beer, 
w ine, w ine coolers, and other d istilled  sp irits du ring  pregnancy can cause b irth  defects." 
The signs w ill have to be d isp la y e d " . .  .in  a m anner that w ill m ake them  consp icuous to a 
person purchasing o r  consum ing alcoho lic beverages on  the designated p rem ises .. The 
A lcoho lic Beverage C on tro l B oard  (A BC  B oa rd ) w i ll have to determ ine how  m any signs 
have to be d isp layed , and whether they are su ffic ien tly  consp icuous a fte r they are 
posted.

The ABC Board w ill fu rn ish  signs, and peace officers and ABC Board em ployees can issue 
citations fo r  v io lations o f  this law . A  person w ho is found  gu ilty  o f  a v io la tion  can be 
punished by  a fine o f  no t less than $20 and not m ore than $300. Each d a y  a v io la tion  
continues afte r a citation has been issued, constitutes a separate v io la tion .

The b ill takes e ffect 90 days a fte r it is signed by the G overnor.

In troduced  February 15,1989 and re fe rred  to Health , Education & Social Services;
Finance.

c

e



I '
Os'.

r y .

; -.
• •• :w : .
r rY*> - '•

A l a s k a  B u s i n e s s  N e w s  S u m m a r i e s
, -  Edited by Shehla A. Bradner

‘I -W r

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

fepi I ;Xn Key Bank of Alaska, the state’s fourth largest bank, bought Alaska Statebank after its closure by state banking 
sS&l regulators. Statebank had $8.8 million in negative worth, mostly due to^problcm loans. The bank’s $100 million

in deposits and some loans were transferred to Key Bank, which will operate six Statebank branches. The trans-
! •  '  1  1 * _ _________ t  T r  r »  l  / •  r <  i  1 • ,  «  o  . •  T r  ^  .  .  .  «

.President H.Derrell Smith said the. bank tried to,raise sufficient capital, but FDIC chose the more expensive 
alternative o f liquidation. Smiths thinks the bank needed about $25 million to clear up problem loans, and that

^I'llgt-wili'submit.recommeridations this summer to the bank’s corporate headquarters in Albany, N.Y. KeyCorp, 
~sH w ith  assets o f  $ 1 5  b illion ' on e ra tes hanks in A la sk a . O recron. W ash in o ton  and Triahn K>.vfV»m  p.vnanHed in tovi: with assets of $15 billion, operates banks in Alaska, Oregon, Washington and Idaho. KeyCorp expanded into

Lri  ! t . The Alaska banks already
; Overseas. Besides

'U.S POSTAL SERVICE REVENUES INCREASE IN 1988: e U.S. Postri Service has escaped the economic
• a ■*•' • ,  • * v« r • . » .t i . ■< • •  •  i  n o  oservice in 1988.

.Express Mail rose
| | | g ‘ 5jbercent from $4,227,734 in 1987 to $4,459,219 in 1988. Volume was up for the oft-used first-class letter, the 
" i ^ ^ c l j o r a g e  Division processed i percent more first class mail in-1988. Most mail comes to Alaska by ship or 

'fMiplane and it cost the Postal Service $70,825,969 in 1988 to move that mail within the state, including a $5 ---------------- t l .  ---*  ~r ------L_ . . . . .  •_ -------- - J *0 'rise by about
yees in Alaska.

:ALASKA RAILROAD POSTS $5.8 MILLION PROFIT; A 14 pbfcent increase in freight revenues ahd a marked 
.||M . decline.in expenses helped the Alaska Railroad show a profit of $5.8 million in 1988. About 10 percent of the. 
iJ^profitsror.$620,000, was distributed as bonuses to employees. The bonuses,' said railroad officials, were

TEXAS GROUP WILL BUY LUXURY THEATRES: Act 3, a,S>ui A^ipnio, Texas group, will purchase Luxury 
•^Theatres, Alaska’s largest chain of movie houses. Ticket prices ̂ /em a in  the same. But the new owners will 

spiff up some of the Anchorage theaters, bring first run movies qqjlcker and perhaps even show controversial
process o f
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K e y C o r p  picks 

Alaska for first

• B y  I m r e  N e m e t h

J ust as A la ska  became its f irs t 
en try  on the West Coast, Key 
C orp  has chosen the state to 

launch  its fo ra y  into the rea lm  o f 
in te rn a tion a l banking .

The A lbany , N .Y . based bank p lans 
to use its A la s k a  locations to spear­
head a p la n  o ffic ia ls  hope w ill un lock 
commercia l trade opportunities and 
p ro fitab le  business ties w ith fin an ­
c ia lly  active Pac ific  R im  markets.

Iv an  Jock , vice president o f in te r­
n a tion a l b ank ing  at K ey  B an k  o f  
Puget Sound , says the A la ska  is a 
n a tu ra l s ite  to  begin theeffert.-W ithv.* 
its  location  and cu rrent ties in  the 
fish in g  and tim ber industries, the 
state is considered by bank leaders to 
have enorm ous potentia l, he adds.

“ C e rta in ly  th ey ’ve come to rea lize 
th a t A la s k a ’s ties w ith the Pacific  
R im  are so la rg e  and im portan t,”  
Jock sa id  from  his Seattle  o ffice la s t 
week. “ They a re  look ing  now a t how 
best to approach the m arke t and 
support it.

“ I t  d idn ’ t take too much to see the 
poten tia l in A la sk a  w ith the Pacific  
R im .”  i

Since the purchase o f  the A laska  
contingent (fo rm e rly  known as A la s ­
k a  Pacific B ank ), KeyCorp has moved 
in to  five o the r states in  the Pacific 
Northwest, inc lud ing W ashington , 
Oregon and Idaho .

Jock said A la s k a ’s im portance is 
quite well known. To support the

See IN T E R N A T IO N A L , P ag e  2

m u
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C on tin ued  from  P ag e  1
export m arket, which is the bank ’s 
firs tin te res t in  this m atter, Key B ank 
o f  A la ska  p lans to he lp fac ilita te  the 
movement o f goods th rough fin anc­
ing  prom ising projects.

T h is doesn ’ t mean, however, th at 
the bank w ill be m ov ing  in to te rri­
to ry  a lre ad y  populated by the la rger 
in te rna tiona l financiers. F a r  from  it. 
B an k  o ffic ia ls  w ill p robab ly  s ta rt a 
lo t sm a lle r and cu ltivate the m arket 
over time. The competitive factor w ill 
come from  other banks m ov ing in to 
the A la ska  te rrito ry .

“ They would do w ell to come there 
and invest,”  Jock admitted.

Jock labeled immediate opportuni­
ties in  the timber and fisheries sec­
tors. He pointed to upcom ing breaks 
due to the fu l l utilization o f  the state’s 
200-mile te rrito ria l waters and fu rther 
development in  the su rim i industry.

B u t a l l the focus can ’ t rem ain con­
centrated on the Un ited States o r 
domestic markets. Jock says the long­
term ou tlook must include ana lyza- 
tion o f  the overseas m arkets and 
what products w ill se ll there.

To do th a t U .S . venders must p ro­
vide the qua lity , he says.

“ Success is  on secondary process­
ing ,”  said the vice president. “ There

must be movement beyond ju s t the 
supp ly ing o f  fresh  fish  and  that's 
preparing it  fo r  the consumer."

K e ca lls the Japanese m arket, fo r 
instance, quite demanding. The m ar­
ket has rig id standards fo r quality .

E ven tua lly , K eyC orp  p lan s to ex­
pand the in te rna tiona l bank ing  seg­
m ent into more o f its locations.

“ I  th in k  (the b ank ’s in te rna tiona l ‘ 
e ffo rt) is going to a l l loca tions but 
there ’s no question in  m y m ind that 
A la sk a  presents the biggest oppor­
tun ity  and biggeBt challenge,”  he 
said . “ I  th in k  the numbers w ill bear 
ou t th is optim ism  o f m ine.”

Jock recen tly trave led to the state 
to oversee the estab lish ing o f  the new 
in te rn a tion a l d iv ision . He sa id  what 
he saw ju s t re in fo rced h is im pres­
sions o f  impending success. One rea­
son he cited fo r  th is opin ion was the 
low do lla r and the perception in  Japan 
and other Pac ific  R im  countries th at 
American products are low  cost.

P lio r  to its acquisition by KeyCorp , 
Jo ck ’s p a rticu la r bank had a l l the 
in te rna tiona l bank ing  fac ilities in 
place. W ith  the lines a lready estab­
lished , Jock feels h is b ranch w ill be 
ab le to easily  guide the A laska  banks 
in to  operation and do it quickly.

“ The key is now  be ab le to go ahead 
and provide the service," he said.

Prompt-Professlonal-Quality-Servlce Guaranteed...

a d a m s
T E M P O R A R I E S

...BECAUSE PERFORMANCE COUNTS

3 2 0 1  C Street 
Calais I Suite 4 0 2 5 6 1 - 5 1 6 1

..... iHHiicil im opinion Haying Midi litrtnii
* As evidence, Wcscott says he ban ,, N

been approached by one Japanese com- ^f0,1 1 n,»e 3

MEET ALASKA’89
6th annual opportunities conference for Alaska’s 

business executives, featuring key speakers from the 
energy community and government.

N E W  

T M T E G I E

PLANS • PROSPECTS * POLITICS
Sheraton Anchorage Hotel 
Howard Rock Ballroom

Saturday, January 28, 1989
Registration 9:00 am-10:00 am 
Program 10:00 am-5:00 pm

Gourmet Luncheon

For more information, contact:

T H E  A L L  IA3STCE

(907) 563-2226
Register early, seating is limited
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HOUSE COMMITTEE REPORT
D a t e  R e f e r r e d :  M a r c h  1 3 ,  1 9 8 9  F U R T H E R  R E F E R R A L S :

D a t e  o f  C o m m i t t e e  A c t i o n :

3i

u d U U s)

T h e  L A B O R  & C O M M E R C E  C o m m i t t e e  c o n s i d e r e d : / 90 
C S S B  t e P f L & C )

C S  F O R  S E N A T E  B I L L  N O .  1 9 0  ( L & C )
[ A P P R O P :  A P A  G R A N T S  F O R  S E R V I C E  E X T E N S I O N ]  

' A n  A c t  c h a n g i n g  t h e  n a m e  o f  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ;  a n d  
p r o v i d i n g  T o r  a n  e f f e c t i v e  d a t e . "

R E C O M M E N D A T I O N S :
b e  r e p l a c e d  w i t h

X

[ ] t h e  s a m e  t i t l e  
[ ] a  n e w  t i t l e

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

A D O P T S :
A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :

( D e p t )
[ ] f i s c a l  i m p a c t ________________
[ ] z e r o  f i s c a l  n o t e ____________
[ ] z e r o  w i t h  a n a l y s i s _________

l e t t e r  o f  i n t e n t
A P P R O V E S  P R E V I O U S :

[ ] f i s c a l  n o t e ( s )
( D a t e / D e p t )

[ / ^ K z e r o  f i s c a l  n o t e ( ^ )  i ^ / y  C  u
[ ] z e r o  f n / a n a l y s i s  ________________________

S I G N I N G  DO P A S S : S I G N I N G :
( C h e c k  a p p r o p .  c o l u m n )

f L

E a / A  E ? Y L Q >

C h a i r m a n s s  s i g n a t u r e



S T E V E  C O W P E R

S T  A T  rc O  F  A L A  S  K A
O F F I C E  3 F  T h e  C3 0 V E R . N D  a

• I i: N b A i:

F e b r u a r y  2 4 ,  1 9 8 9

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u . ,  A K  9 9 8 1 1

D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  c h a n g i n g  t h e  n a m e  o f  
t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  b a c k  t o  t h e  A l a s k a  
S t a t e  H o u s i n g  A u t h o r i t y  ( t h e  a u t h o r i t y ) ,  t h e  o r i g i n a l  n a m e  
i n  e f f e c t  f r o m  t h e  a d v e n t  o f  s t a t e h o o d  t o  1 9 8 6 .  T h e  
i n t r o d u c t i o n  o f  t h i s  b i l l  w a s  r e q u e s t e d  b y  t h e  b o a r d  o f  
d i r e c t o r s  o f  t h e  a u t h o r i t y .

T h i s  b i l l  a m e n d s  t h e  s t a t u t e  c r e a t i n g  t h e  a u t h o r i t y .  I t  
a l s o  e x p r e s s l y  r e q u i r e s  t h e  r e v i s o r  o f  s t a t u t e s  t o  m a k e  a n y  
a d d i t i o n a l  s t a t u t o r y  c h a n g e s  t h a t  m i g h t  b e  n e c e s s a r y .  T h i s  
a p p r o a c h  i s  t h e  s a m e  a s  t h e  o n e  t a k e n  i n  c h .  1 0 3 ,  S L A  1 9 8 6 .

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

I  u r g e  y o u r  f a v o r a b l e  a c t i o r
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M a r c h  9, 1 9 8 9

T h e  H o n o r a b l e  D a v e  D o n l e y  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  D o n l e y :

T h e  f o l l o w i n g  i s  r e l a t e d  t o  S B 1 9 0 ,  w h i c h  c h a n g e s  t h e  n a m e  o f  
t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  I f  p a s s e d ,  S B  1 9 0  w i l l  
c h a n g e  t h e  A u t h o r i t y ’ s  n a m e  f r o m  t h e  A l a s k a  S t a t e  B u i l d i n g  
A u t h o r i t y  t o  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y .

B E N E F I T S  O F  T H E  N A M E  C H A N G E

T h e  A u t h o r i t y ’ s  m a i n  p u r p o s e  i s  t h e  m a n a g e m e n t  o f  p u b l i c  
h o u s i n g  f o r  l o w  a n d  m o d e r a t e  i n c o m e  r e s i d e n t s  a n d  s e n i o r  
c i t i z e n s ,  a n d  n o t  f i n a n c i n g  a n d  c o n s t r u c t i o n  o f  f a c i l i t i e s  
w h i c h  t h e  c u r r e n t  n a m e  i m p l i e s .  T h e  A u t h o r i t y  i s  s t r i v i n g  
f o r  n a t i o n a l  m o d e l  a g e n c y  r e c o g n i t i o n  a n d  i n c r e a s e d  f u n d i n g  
f o r  o u r  i n n o v a t i o n  i n  r e s o l v i n g  h o u s i n g  p r o b l e m  t h r o u g h o u t  
t h e  s t a t e  a n d  c h a n g i n g  t h e  n a m e  t o  m o r e  c l o s e l y  r e f l e c t  o u r  
p r i m a r y  p u r p o s e  i s  i m p o r t a n t  t o  t h a t  g o a l .  T h i s  b i l l  w i l l  
e l i m i n a t e  c o n f u s i o n  o n  t h e  F e d e r a l  l e v e l  w i t h  f u n d i n g  
a g e n c i e s .  T h e  N a t i o n a l  F e d e r a l  H o u s i n g  a n d  U r b a n
D e v e l o p m e n t  A g e n c y  v i e w s  t h e  A u t h o r i t y  a s  f i r s t  a  b u i l d e r
a n d  f i n a n c i e r  o f  h o u s i n g  a n d  s e c o n d  a s  a  p r o v i d e r  a n d
m a n a g e r  o f  p u b l i c  h o u s i n g .

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

E F F E C T  O N  T H E  A G E 7 I C Y ’ S  B O N D  R A T I N G S

T h e  A u t h o r i t y  i s s u e d  a p p r o x i m a t e l y  $ 1 4 2  m i l l i o n  I n  b o n d s  
u n d e r  t h e  o l d  n a m e  o f  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o -  i t y .  
T h e  A u t h o r i t y  h a s  i s s u e d  n o  b o n d s  u n d e r  t h e  c u r r e n t  n a m e  o f  
t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  D i s c u s s i o n s  w i t h  a  
f i n a n c i a l  a d v i s o r  h a v e  i n d i c a t e d  t h a t  t h e  c h a n g e  b a c k  t o  t h e  
o r i g i n a l  n a m e  u n d e r  w h i c h  t h e  b o n d s  w e r e  i s s u e d  w o u l d  n o t  
c a u s e  a  c h a n g e  i n  b o n d  r a t i n g s .

P U R P O S E  O F  E F F E C T I V E  D A T E

F o r  A d m i n i s t r a t i v e  r e a s o n s  t h e  A u t h o r i t y  w o u l d  l i k e  t h e  n a m e  
c h a n g e  t o  c o r r e s p o n d  a s  c l o s e l y  a s  p o s s i b l e  t o  t h e  b e g i n n i n g  
o f  o u r  f i s c a l  y e a r  w h i c h  i s  A p r i l  1 ,  1 9 8 9  t h r o u g h  M a r c h  3 1 ,

ALASKA STATE BUILDING AUTHORITY 624 .v international airport rd PO BOX IOOOSO ANCHORAGE ALASKA 99510
TELEPHONE (90*1 50? MIT TELECOPIER rWl •‘866MS
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R e p .  D o n l e y - 2 - M a r c h  9 ,  1 9 8 9

1 9 9 0 .  T h e  A u t h o r i t y ’ s  f i s c a l  y e a r  d i f f e r s  b o t h  f r o m  t h e  
S t a t e ’ s  o f  J u l y  1 9 8 9  t o  J u n e  1 9 9 0  a n d  H U D ’ s  f i s c a l  y e a r  o f  
O c t o b e r  1 9 8 9  t o  S e p t e m b e r  1 9 9 0 .

S i n c e r e l y ,

A L A S K A  S T A T E  B U I L D I N G  A U T H O R I T Y

R a y  P r l c i  
E x e c u t i v e  D i r e c t o r

c c :  B o b  E v a n s ,  O f f i c e  o f  t h e  G o v e r n o r
L i n d a  W i l d s ,  D C E D

s s : c : w p 5 0 \ r p \ l \ r p d d . 1





HOUSE COMMI TEE REPORT
( 7 )
D a t e  R e f e r r e d :  M a y  2 ,  1 9 8 9  F U ^  I  R E F E R R A L S :  F I N A N C E

D a t e  o f  C o m m i t t e e  A c t i o n :

T h e L A B O R  & C O M M E R C E C o m m i t t e e

W t

I d e r e d : C S S B  1 9 i r F I N )

C S  F O R  S E N A T E  B I L L  N O .  1 9 1  ( F i n a n c e )
[ E M P L O Y M E N T  A S S I S T A N C E  A N D  T R A I N I N G ]

" A n  A c t  r e l a t i n g  t o  e m p l o y m e n t  c o n t r i b u t i o n s  a n d  t o  t h e  e s t a b l i s h m e n t  o f  
s t a t e  t r a i n i n g  a n d  e m p l o y m e n t  p r o g r a m s ;  r e l a t i n g  t o  t r a i n i n g  p r o g r a m s  
o p e r a t e d  b y  t h e  D e p a r t m e n t  o f  M i l i t a r y  a n d  V e t e r a n s '  A f f a i r s ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "

R E C O M M E N D A T I O N S :
] b e  r e p l a c e d  w i t h  _____________
] h a v e  a t t a c h e d  a m e n d m e n t ( s )

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

[  ] t h e  s a m e  t i t l e
[ ] a  n e w  t i t l e

C o m m i t t e e

A D O P T S : l e t t e r  o f  i n t e n t
A T T A C H E S  N EW  F I S C A L  N O T E ( s ) :

( D e p t )
[ ] f i s c a l  i m p a c t _______________
[ ] z e r o  f i s c a l  n o t e  
[ ] z e r o  w i t h  a n a l y s i s _

S I G N I N G  DO P A S S :

A P P R O V E S  P R E V I O U S :

[ */]  f i s c a l  n o t e ( s )  _____
[ ] z e r o  f i s c a l  n o t e ( s )
[  ] z e r o  f n / a n a l y s i s

( D a t e / D e p t )

J '

S I G N I N G :

3
*  s  / /  /

vtp

%

C h a i r m a n 1 s / S i g n a t u r e
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REQUEST:

S T A T E  O F  A L A S K A

1 9 8 9  L E G I S L A T I V E  S E S S I O N

BILL VERSION. 

PUBLISH DATE:

CSSB 191 (FIN)

F I S C A L  N O T E

Revision Date:_______________________________________
Title: "An Act relating to employment

LaborAgency Aliectca:
BRU: Employment Security

contributions...and training programs"

Sponsor

Rcauestor:
Rules Committee Components:

Senate Finance Unemployment Insurance

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLES
EQUIPMENT

LAND&STRUCTURES

GRANTS,CLAIMS

MISCELLANEOUS

55.0 9.6

1,725.0 2.580.4

TOTAL OPERATING 0.0 1,780.0 2,590.0 0.0 0.0 0.0

CAPITAL

REVENUE 0.0 1,780.0 2,590.0 0.0 0.0 0.0

FUNDING: (Thousands of Dollars)

GENERAL FUND 1,780.0 2,590.0

FEDERAL FUNDS
OTHER

TOTAL 0.0 1,780.0 2,590.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

See Attached

Prepared by: Judy
Division:

,^/Vnr
dv Knicht, Depiiqht, Deputy Director

Employment Security Division 

<;Jim^amps<on<\Approved by Commissioner___

Agency: Department of Labor

r - t .

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

Phone 

Date:

Date:

465-2712
4/21789

4/21789

page 1 of 2



Fiscal Note Analysis 
for

"An Act relating to employment contributions...and training..."

This bill provides for the establishment o f a state training and employment program that will 
be funded by a contribution of one-tenth of one percent o f covered worker wages collected 
by the Department o f Labor. This will be done at no cost to the worker by giving a credit 
o f this amount from the employee contribution currendy provided for in AS 23.20.290. The 
revenue will be deposited in the general fund in the state training and employment program 
account.

Revenue calculations for FY 90 and FY 91 are as follows:

FY 90 Revenues FY 91 Revenues

Estimated taxable wages $2,559,000.0 $2,727,000.0

Less one quarter for effective 
date of July 1, 1989 (683,000.0)

Multiply difference by one-tenth of 
1% to arrive at estimated revenues $1,876.0 $2,727.0

Adjust for 95% collection rate (92.0) (T37.0^

Estimated total revenues available $1,780.0 $2,590.0

Except for the $55.0 needed by the department to cover administrative costs, the revenues 
deposited to the state training and employment program account would be transferred to the 
Department of Community & Regional Affairs for disbursal.

During the first year the department’s automated accounting system would have to be 
modified to allow the separate accounting of these revenues. This would be needed due to 
the federal requirement that funds such as these not be mixed with U.I. trust fund monies. 
We estimate the one time cost of this conversion to be $45.4 o f analyst/programmer time for 
the Unemployment Insurance program

Also, costs of $9.6 would be required in staff time during both years to separately account 
for and transfer this money.

Assumptions:

1. Effective date of July 1, 1989.
2. Pilot program would last for two years. page 2  o f  2



S T A T E  O F  A L A S K A
1989 L E G I S L A T I V E  S E S S I O N

B IL L  VERSION : CSSB-191 ( F in )
PUBLISH D A TE :  _______________

REQUEST : F I S C A L  N O T E

Revision Date:_________________________________
Title : Employment T ra in in g  & A ss is ta n c e
Program------------------------------
Sponsor: Rules Committee________________
Requestor: G ove rno r__________________________

Agency Affected: Community & Regional Affairs 
B R U : Job Training Partnership Act

Components •Governor's Training, Training 
anrl_Energy Field Office______________

E X PE N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

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

92.0 136.8
n . 7 i 3 , .5
18.0 26.2
2.0 . fi
3-5 0
0 0

! 50 .M. 2A 03,3
n 0

TOTAL OPERATING 0 1725.0 2580.4 N/A N/A N/A

CAPITAL

REVENUE

FU N D IN G : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0

179S.0* 2 "•?(). 4*
0 — LZ.25. 0 _ 2580.4 N/A N7A- N/A

P O S IT IO N S :
FULL-miE
PART-TIME
TEMPORARY

0 2 2 N/A N/A N/A

ANALYSIS  : (Attach a separate page i f necessary)
*Interagency receipts from the Department of Labor. This Fiscal Note authorize 
receipt and expenditure of these funds.
(See attached Fiscal Note Analysis).

Preparcd<6y :      Phone : 4 6 5 - 4 8 9 0
D ivision: Rural Development t/ivjsW,___________________ nn„,.

Approved by Commissioner: J fa filP r y  -------------------------  Date:
Agency:
Distribution (by preparer) :

Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget
Impacted Agency(ics) •• , page — —  of



State of Alaska 1989 - 16th Legislature 
First Session 

Fiscal Note Analysis

Title: Alaskan Employment Page 2 of  5__
Training Assistance Program

Assumptions Funds will be passed through the Department of 
Community and Regional Affairs with oversight provided by the 
Alaska State Job Training Coordinating Council. The intent of 
this bill would also provide for a proportionate pass through 
of grant funds to the established Service Delivery Areas (the 
administrative/granting entities established under the Job 
Training Partnership Act.) One of the three established SDA's 

.. within the State, the Statewide SDA, is also organized and 
functional within the Rural Development Division, Department of 
Community and Regional Affairs. This analysis therefore 
reflects both of these functions within this Department. The 
expenditures indicated on page I for personal services, travel, 
contractual* supplies and equipment, reflect a 2.5% level of 
administrative support for the statewide office and a 12.5% 
level of administrative support for the Service Delivery Area.

Federal J T P A  funds are dedicated to the administration of JTPA 
programs and cannot be used for the administration of State 
funded job training programs. Certain prudent and minimal 
administrative effort must be made to assure that the funds are 
expended appropriately b y  the service agencies.

Program Summary At the State office (JTPO) level, the 
requested administrative funds will be used to provide contract 
and grant administration necessary to assure the funds are 
expended appropriately. Oversight and monitoring, both
on-sight and at desk will be provided. Participants will be 
tracked and accounted for through modification to the JTPA 
Participant Management Information System. Technical
assistance will be provided to service providing agencies. 
General program administration including generation of required 
fiscal and participant reports will be provided.

At the Service Delivery Area level 85% of funds will be 
directly .granted to eligible training projects. The minimal 
a d m i n i s t r a t i v e - support requested is necessary to initiate 
program implementation which would include the planning and 
design work, outreach and promotion, the solicitation process, 
grant negotiation and writing, grant monitoring, technical 
assistance and oversight, participant outreach and recruitment, 
financial accountability, staff training, and program 
assessment and evaluation. Program services and administration
will be integrated into the existing SDA administrative
structure, which utilizes five field offices, a small central 
support office and support for a Private Industry Council.



P a g e  3 of 5

Positions Two new positions, (a 7 months equivalent within the 
Governors Training Component and one within the Training and 
Energy Field Office component, JTPA 3RCJ) are requested (see 
attached Request for Jew Position Form). v/ithin the Training 
and Energy Field Office component some additional support
(calculated on a conservative pro-rata basis) in personal 
services for established personnel is also requested. This 
would cover approximately 20% of the SDA manager, 20% of one 
Clerk Typist and 10% of a Community Development Specialist in 
each of the field offices. (This rate is significantly less
than the current charging used against the Federal JTPA
program.)

O t her E x p e n d itures Modification of the existing JTPA 
Participant Management Information System will be needed to 
track and account for program participants. Estimated one-time 
cost is $4,500. Travel for the JTPO office is estimated at 
$1 700, while the Statewide SDA will require an estimated
$10,000 in consideration of the cost of rural travel. Other 
contractual costs will include fiscal support: costs, program
marketing and promotion, data base maintenance under the 
equipment maintenance agreement, phone, copier, printing, and 
basic supplies.

For a program of this scope, there are great advantages and 
financial savings realized by administering it through this 
established Delivery System



Position Title
Time Status 

Full Time

Grants Administrator 
Staff Months

No. of Positions Range/Step Barg. Unit
Location
Anchorage

f l l l l  §|§ -a  ”41 M M N M I
Type of Expenditure Amount

1 2 3
Salarv 9 0 .?
Benefits 6 .1
Premium Pay 0
Other . v . w . ; . .-• • • v

Total Personal Services 2 6 .3
Travel 1 .7
Contractual 1 1 .0
Commodities 1 .5Equipment 3-5Other 0

Total Cost 4 4 .0

Election District

Funding Source for Total Cost
Federal Receipts 1CQ2
G. F. Match
General Fund
I-A Receipts
CIP Receipts
Other

Justification
Funds will be passed througn tne Department 

of Comnjnity 4 Regional Affairs with oversight provided 
by the Alaska Scate Job Training Coordinating Council. 
Federal JTPA funJs are dedicated to the administration of 
the JTPA programs and cannot be used for the 
Administration of.State funded job training programs. 
Certain prudent and. minimal administrative effort must ue 
made to assure, that the funds are expended appropriately 
by the service agencies.

At tne present time staff in tne central JTPA 
administrative office are occupied witn administering the 
Job Training Partnership Act. The addition of new 
administrative responsibilities require an additional 
position to do the wor.<. a Grants Ad.ninistrator position 
is needed at a range 17 step A. Approximately 7 months 
of tnis parson's 'time will ioe onargad to this new program.
The balance of position costhwillobetsuppOEtedbbysfed 
Tnis position will be used to provide contract and grant 
administration necessary to assure the funds arc expended 
appropriately. Oversignt and monitoring both on-site and 
at desk will be provided. Participants will be tracked 
and accounted for’t.irough modification to the JTPA 
Participant Management Information System. Technical 
assistance will be provided to service-providing 
agencies. General program administration incluJing 
generation of required fiscal-, participant and 
performance reports will be provided.

raldfund

Request For 
New Position

FY 9 0Agency
BRU

Component Governors Training

Community & Regional Affairs

Job Training Partnership Act



Position Title
Tune Stems

-Grunts.

F u l l  Time

Admi n i s t r a t o r  hliif Monilis
12

Type  o f  Expcndiiure
1

BcncfilS
Premium Pay
Other

Total Personal Services

M jJL
1 0 .5

Trave l
Con.ractual
Commodit ies
Equipment
Uuicr

Total Cost
......... ......

Amount

4 5 . 2
T I T
2.5
.5

JL
5 3 .2  " ,  ■—.....

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
1-A Receipts 1006
C1P Receipts 1061
Other

5 3 .2

. i <
m  m m m m m

No. of Positions Range/Step 17A
Location

Juneau

Barg. Unit
GGU

Election District

Justification As the intent of this program is to pass on 
funds for employment and training grants to existing 
administrative entities, the Alaska Statewide SDA as 
organized within Community & Regional Affairs would 
be one such entity. The SDA is established in the 
Training/Energy Field Office component within the 
JTPA BRU.

As with the State office, the federal JTPA funds can 
not be used to support State activity within the SDA 
While the Statewide SDA will utilize its Field Office 
network to implement this program, an additional Cen 
tral Office position is necessary to oversee the dev­
elopment of ..the grant solicitation,, internal proced­
ures for accounting, MIS, Monitoring,-reporting, sub­
grant management and evaluation of this program.
These new administrative responsibilities will re­
quire the addition of a Grants Administrator posi­
tion, range 17 step A to the central administrative 
office in Juneau.

Request For 
New Position

Community & Regional Affairs 

Job Training__________________

■ Agency _
BRU

Component Training/Energy Field Office



SECTION BY SECTION ANALYSIS 
CS for Senate Bill 191 (FIN)

Section 1 details the labor market and supply conditions in the state that
lead to the finding that a state training program is needed to provide a
trained work force of Alaskan workers.

Section 2 of the bill provides for a two-year pilot for a State Training and 
Employment program.

Section 3 establishes an employment and training program account in the
general fund, and provides for separate accounting of the noney. The 
Legislature may appropriate these funds to the Department to implement the 
program and may appropriate lapsing funds back to the unemployment insurance 
trust fund.

Section 4 provides the funding mechanism for the program. It is funded by a 
contribution of one-tenth of one percent on employees. While this provision 
actually increases the employee contribution portion, then gives an employee 
contribution credit of the same amount, the net effect is to divert employee 
funds from the trust fund, with no increase in contributions.

Section 5 targets the primary population eligible for the program. The
targeted group is Alaska residents who are current, past or future 
unemployment insurance claimants. It also includes people who have worked in 
covered employment during the last three years but are not eligible for 
unemployment benefits because they are working in seasonal, marginal, 
temporary or part-time jobs or are underemployed. This makes training 
available to a number of Alaskan workers currently not eligible for federal 
job training programs.

Section 6 defines the services that are covered under the program. Services 
provided include industry-specific training, on-the-job-training, classroom 
training, support services, relocation, or tools, work-related clothing and 
safety gear.

Section 7 defines the duties of the Department in awarding grants to the State 
•Job Training Coordinating Council. It also directs the department to annually 
provide to the council a priority list of targeted projects or services, if a 
grant is awarded to the council.

Section 8 outlines the role of the State Job Training Coordinating Council in 
awarding grants to training entities. It provides controls to insure the 
integrity of the training entities, and insures the program will not compete 
with or displace other training programs or training money.

Section 9 defines terms used in the chapter.

Section 10 provides a short title for this temporary Act.



Sections 11 and 12 of the bill, added by Senate Finance, are designed to 
permit the Department of Military and Veterans Affairs to administer training 
and employment programs and thereby enable the Alaska National Guard to 
administer public service projects similar to the old CCC. This program is
unrelated to the state training and employment established under other
sections of the bill. The department's understanding is that Military and 
Veteran Affairs is interested in targeting on young adults, age 17 to 20 and 
the focus of the training will be on teaching proper work ethics and 
on-the-job behavior, and not job skills. Under Section 11 of the bill, the 
trainees would be in the partially exempt status for the purpose of setting
their pay scale at minimum wage.

Sections 13 and 15 of the bill are sunset provisions for the state training 
and employment program, repealing the Act at the end of the two-year pilot 
project.

Section 12 provides an effective date of July 1 , 1989 for both the state 
training and employment program and the Department of Military Affairs 
training and pre-employment training programs.
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Committee Substitute for Senate Bill No. 1 9 1 (Finance)

State Training and Employment Program

P r o p o s a l

This bill estab l i s h e s  a two-year pilot p r o g r a m  to increase 

training opportunities for Alaskans whose livelihood is affected 

by changes in Alaska's economy or by technological changes in the 

workplace.

Under the bill, training programs would be funded by a small 

portion (0.1 percent) of employee c o n t r i b u t i o n s  which are 

currently required under Alaska's unemployment insurance law. 

This would provide $1,780.0 in FY 90 and $2,590.0 in FY 91. The 

training programs would be closely tied to unemployment in order 

that the training would result in reducing unemployment insurance 

outlays that would otherwise occur.

D e s c r i p t i o n  of P r o b l e m

Much of the unemployment Alaska is xperiencing is "structural 

unemployment," which is being caused by basic and real changes to 

its economy. This causes mismatches between available workers' 

skills and employers' skill needs. When this occurs, workers face 

a different situation than they face by traditional unemployment.

A majority of the funds used for training in Alaska are from the 

federal Job Training Partnership Act, Carl D. Perkins monies, or 

other d e s i g n a t e d  f e d eral funds w i t h  s p e c i f i c  q u a l i f y i n g  

provisions. The Federal Government places certain restrictions on 

the use of these funds, which makes a segment of the state's 

unemployed or minimally employed workers ineligible to participate

1



in these programs. The use of non-federal monies o fund state 

job training programs is required to provide more flexibility in 

structuring programs in the best interest of Alaska's employers 

and residents.

Inasmuch as State General Fund monies are scarce, the Department 

feels that other financing methods needed to be explored; and CSSB 

1 9 1 (FIN) offers another way to fund state job training programs. 

The funding mechanism proposed will permit training programs to be 

m a t c h e d  to A l a s k a ' s  e m p l o y m e n t  needs, not c o n s t r a i n e d  by 

inappropriate federal restrictions and guidelines.

[See attached for a description of Military Affairs Youth Training 

proposal as established under Sections 11 and 12 of CSSB 

191 (FIN) . ]
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D E P A R T M E N T  O F  M I L I T A R Y  A F F A I R S

P R O P O S A L  F O R  T H E  O P E R A T I O N  OF A P I L O T  Y O U T H  T R A I N I N G  P R O G R A M

A B S T R A C T .  The A l a s k a  N a t i o n a l  G u a r d  p r o p o s e s  to d e v e l o p  and 
o p e r a t e  a p r o g r a m  to t r a i n  y o u n g  rural A l a s k a n s .  Th i s  r e q u i r e s  
three p h a s e s .  First, d e v e l o p  a p i l o t  p r o g r a m .  S e c ond, i m p l e m e n t  
the p i l o t  p r o g r a m  in J u l y  a n d  A u g u s t  19S9 to t r ain y oung A l a s k a n s  
age 17-20. Third, e v a l u a t e  and r e f i n e  the p i l o t  to e x p a n d  the 
n u m b e r  of p a r t i c i p a n t s  a n d  the r a n g e  of s e r v i c e s  provided. T h e  
goals of this p r o j e c t  a r e  to:

P r o v i d e  a s t r u c t u r e d  and r e w a r d i n g  e m p l o y m e n t  e x p e r i e n c e .
E n h a n c e  s e l f - e s t e e m .
D e v e l o p  a s e n s e  of s e l f - r e l i a n c e .
D e v e l o p  p e r s o n a l  b e h a v i o r  p a t t e r n s  c o m p a t i b l e  with
e m p l o y m e n t .
I n t r o d u c e  p a r t i c i p a n t s  to the v a l u e s  a n d  e t h i c s  of the w o r l d
of work.
I n s t i l l  s e l f - d i s c i p l i n e .
D e v e l o p  teamwork.
P r o v i d e  p a r t i c i p a n t s  an e x p o s u r e  to p o s i t i v e  ro l e  models.

T h i s  p r o j e c t  will u t i l i z e  the e x p e r t i s e  of the A l a s k a  N a t i o n a l  
G u a r d  to s u p e r v i s e ,  d i r e c t ,  a n d  p r o v i d e  t e c h n i c a l  a s s i s t a n c e .  The 
p i l o t  p r o g r a m  will e m p l o y  v i l l a g e  y o u t h  in three rural v i l l a g e s  to 
p e r f o r m  p u b l i c  s e r v i c e - t y p e  tasks. P r o j e c t s  w o u l d  be i d e n t i f i e d  
by f ederal, state, and local a g e n c i e s ,  as well as the A l a s k a  
N a t i o n a l  Guard. A c o m m i t t e e  c o m p o s e d  of m e m b e r s  of the A l a s k a  
N a t i o n a l  G u a r d  will s e l e c t  b o t h  the v i l l a g e s  to p a r t i c i p a t e  and 
the p r o j e c t s  to be u n d e r t a k e n .

The p r o j e c t  will o p e r a t e  u n d e r  the o v e r a l l  s u p e r v i s i o n  of an 
o f f i c e r  of the A l a s k a  N a t i o n a l  G u a r d  a p p o i n t e d  as P r o j e c t  M a nager. 
P a r t i c i p a n t s  will w o r k  in c r e w s  of five. E a c h  c r e w  will be 
s u p e r v i s e d  by a N o n - C o m m i s s i o n e d  O f f i c e r  of the A l a s k a  N a t i o n a l  
G u a r d  in a S tate A c t i v e  Duty (SAD) status. The s u p e r v i s o r  will be 
r e s p o n s i b l e  for the s e l e c t i o n  and m a n a g e m e n t  of his crew. He will 
al s o  be r e s p o n s i b l e  for all r e q u i r e d  a d m i n i s t r a t i v e  tasks s u c h  as 
time cards, p e r f o r m a n c e  c o u n s e l i n g ,  etc.

G E N D E R  S T A T E M E N T .  T h e  m a l e  p r o n o u n s  u s e d  t h r o u g h o u t  this d o c u m e n t  
a p p l y  to b o t h  g e n d e r s  u n l e s s  o t h e r w i s e  s p e c i f i c a l l y  indicated.

S T A T E M E N T  O F  NEED. R ural Alaska, and e s p e c i a l l y  the Na t i v e  
p o p u l a t i o n  in rural A l a s k a ,  is p l a g u e d  by ma n y  ills. These are 
e v i d e n c e d  by high u n e m p l o y m e n t ,  high i n c i d e n c e  of a l c o h o l / d r u g  
abuse, h i g h  s u i c i d e  rates, po o r  a c a d e m i c  p e r f o r m a n c e ,  and hi g h  
i n c i d e n c e  of sp o u s e  and c h i l d  abuse. P s y c h o l o g i c a l l y  these things 
can be r e l a t e d  p r i n c i p a l l y  to three factors: lack of sel f - e s t e e m ,  
lack of s t r u c t u r e ,  and u n r e a l i s t i c / u n m e t  e x p e c t a t i o n s .  Fur t h e r ,  
these p r o b l e m s  are e x a c e r b a t e d  by b o r e d o m  and the fact that the 
r ural N a t i v e  A l a s k a n  lives in two, o f t e n  c o n f l i c t i n g ,  cultu r e s .  
W h i l e  there is no s i n g l e  s o l u t i o n  to these s i t u a t i o n s ,  one of the 
p a t h w a y s  to o v e r c o m i n g  the c u r r e n t  p r o b l e m s  is to p r o v i d e  
s t r u c t u r e ,  s e l f - d i s c i p l i n e ,  p o s i t i v e  r o l e  m o d els, and -- most 
i m p o r t a n t l y - -  s e l f - e s t e e m  to the rural A l askan. T h e r e  is no 
p a n a c e a  for this s i t u a t i o n .  Ho w e v e r ,  the p r o g r a m  he r e i n  p r o p o s e d  
is one p o s i t i v e  step to w a r d  the i m p r o v e m e n t  of the c u r r e n t  
s i t u a t  i o n .
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P R O J E C T  D E S C R I P T I O N :  With f u n d i n g  p r o v i d e d  by the State 
L e g i s l a t u r e  the A l a s k a  N a t i o n a l  G u a r d  will d e v e l o p  and o p e r a t e  a 
p i l o t  p r o g r a m  for r ural y o u t h  in three c o m m u n i t i e s  du r i n g  the 
s u m m e r  (J u l y - A u g u s t )  of 1989 ( F Y 9 0 ) . R u r a l  y o u t h  age 17-20 will be 
s o l i c i t e d  by the G u a r d  to fill p o s i t i o n s  in w o r k  crews. P r o j e c t  
s e l e c t i o n  will be p e r f o r m e d  by a c o m m i t t e e  of the G u ard b a s e d  on 
the f o l l o w i n g  b road criteria:

P r o j e c t s  must be in the p u b l i c  d o m a i n  and for the p u b l i c
g o o d .

Any wo r k  u n d e r t a k e n  mu s t  be c o m p l e t e d  within the p r o g r a m  
c y c l e  ( J u l y - A u g u s t  1989).

A d e q u a t e  tools and m a t e r i a l s  m u s t  be a v a i l a b l e  either fr o m  
the a g e n c y  that n o m i n a t e d  the p r o j e c t  or w i t h i n  the p r o g r a m  
b u d g e t .

F r o j e c t s  must be w i t h i n  the p e r f o r m a n c e  c a p a b i l i t i e s  of the 
p a r t i c i p a n t s .

P r o j e c t s  must be s u i t a b l e  to c r e w  work.
P r o j e c t s  must c o n t r i b u t e  to the s e l f - e s t e e m  of p a r t i c i p a n t s .

The A l a s k a  N a t i o n a l  G u a r d  will p l a c e  a P r o j e c t  Manager on S t ate 
Ac t i v e  D u t y  (SAD). The P r o j e c t  M a n a g e r  wi l l  be r e s p o n s i b l e  for 
i d e n t i f y i n g  p o t e n t i a l  proje c t s ,  and c r e w  s u p e r v i s o r s .  He will 
train the c r e w  s u p e r v i s o r s ,  c o - o r d i n a t e  t e c h n i c a l  advis o r s ,  and 
m a n a g e  the over a l l  program. At the c o m p l e t i o n  of the p i l o t  h e  will 
be r e s p o n s i b l e  for the f u r ther d e v e l o p m e n t  and e x p a n s i o n  of the 
p r o g r a m  to i n c lude more v i l l a g e s ,  p r o j e c t s ,  p a r t i c i p a n t s ,  a n d  a 
w i d e r  r a n g e  of p r o g r a m  services. He will al s o  p a r t i c i p a t e  in the 
p r o c e s s  of s e e k i n g  federal f u n d i n g  for the program.

P a r t i c i p a n t s  will w o r k  in c rews of fi v e  in or near their v i l l a g e s  
p e r f o r m i n g  pu b l i c  s e r v i c e  tasks. Ea c h  c r e w  will be s u p e r v i s e d  by a 
N o n - C o m m i s s i o n e d  O f f i c e r  (NCO) of the A l a s k a  N a t i o n a l  G u a r d  who is 
p l a c e d  in a State A c t i v e  Du t y  (SAD) s t a t u s .  S i nce each of these 
NCOs has u n d e r g o n e  t r a i n i n g  in l e a d e r s h i p  and c o u n s e l i n g ,  they 
will be a b l e  to p r o v i d e  the p r o p e r  s u p e r v i s i o n ,  counse l i n g ,  and 
role m o d e l  for the p a r t i c i p a n t s . T h e i r  p r i m a r y  m i s s i o n  will not be 
to teach job skills. Rather, it will be to t e ach Job b e h a v i o r s  a n d  
s t r u c t u r e ,  and to instill s e l f - w o r t h .  E a c h  s u p e r v i s o r  will u n d e r g o  
s p e c i a l i z e d  t r a i n i n g  prior to be p l a c e d  in cha r g e  of a w o r k  crew.

On a day to d a y  b a s i s  the C r e w  N C O  w i l l  teach, train, e v a l u a t e  a n d  
c o u n s e l  his crew. He will p e r f o r m  the a d m i n i s t r a t i v e  f u n c t i o n s  
r e q u i r e d  (i.e. time cards) to e n s u r e  that time and m o n e y  r e c e i v e  a 
pr o p e r  a c c o u n t i n g .  He will e v a l u a t e  the p a r t i c i p a n t ' s  Job 
p e r f o r m a n c e  and u t i l i z e  c o u n s e l i n g  as a tool to p r o vide f e e d b a c k  
to the s t u d e n t .

P a r t i c i p a n t s  will w o r k  the s t a t e  w o r k  w e e k  (37 1/2 hours) a n d  will 
be pa i d  the m i n i m u m  wage. T h e y  will be c l a s s i f i e d  as exempt, n o n­
pe r m a n e n t  s tate e m p l o y e e s  a n d  will be paid t h r ough the s t a t e  
system. P r o j e c t s  will be i d e n t i f i e d  b y  federal, state, and local 
a g e n c i e s ,  and the A l a s k a  N a t i o n a l  Guard. In a d d i t i o n  to the c r e w  
s u p e r v i s o r s ,  the A l a s k a  Army N a t i o n a l  G u a r d  will p r o v i d e  o v e r a l l  
p r o j e c t  s u p e r v i s i o n ,  a d m i n i s t r a t i o n ,  and t e c h nical a s s i s t a n c e  
(i.e., e n g i n e e r i n g  support) to the p r o j e c t .
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• ' P R O G R A M  O B J E C T I V E S .  ’-.ii3 p r o g r a m  is i n t e n d e d  to a c c o m p l i s h  the

f o l l o w i n g  o b j e c t i v e s .

P r o v i d e  a s t r u c t u r e d  and r e w a r d i n g  e m p l o y m e n t  experience. 
E n h a n c e  sel f - e s t e e m .
D e v e l o p  a s ense of s e l f - r e l i a n c e .
D e v e l o p  p e rsonal beh a v i o r  p a t t e r n s  c o m p a t i b l e  with 
e m p l o y m e n t .
I n t r o d u c e  p a r t i c i p a n t s  to the v a l u e s  a n d  ethics of the ’w orld 
of wo r k  *.
Instill s e l f - d i s c i p l i n e .
D e v e l o p  teamwork.
P r o v i d e  p a r t i c i p a n t s  an e x p o s u r e  to p o s i t i v e  role models 

A N T I C I P A T E D  OUTCOMES.

T h r o u g h  e x p o s u r e  to a s t r u c t u r e d  e n v i r o n m e n t  the p a r t i c i p a n t  will 
learn that t h e r e  are ways to b e n e f i c i a l l y  s t r u c t u r e  his own life 
w i t h i n  the vil l a g e .  By being ab l e  to see a p r o j e c t  through to 
c o m p l e t i o n ,  he will see the p o s i t i v e  v a l u e  of his efforts. This in 
turn will e n h a n c e  his feeling of s e l f - w o r t h .  L e a r n i n g  expected 
w o r k  b e h a v i o r s  will s t a r t  the p a r t i c i p a n t  on the road to future 
e m p l o y a b i l i t y  and e n c o u r a g e  p a r t i c i p a t i o n  in future e d u c a t i o n  and 
job training.

W h i l e  in the p r o g r a m  the p a r t i c i p a n t  will be g a i n f u l l y  emoloyed.
In a d d i t i o n  to a c c o m p l i s h i n g  w o r t h w h i l e  p r o j e c t s ,  he will not ha v e  
time to be bored. This, in itself, will r e d u c e  the pro p e n s i t y  
t o w a r d  d r u g / a l c o h o l  abuse. L i k e wise, the t e n d e n c y  toward s u i c i d e  
and o t h e r  a b e r r a n t  b e h a v i o r s  will be lesse n e d .

F U T U R E  P L A N N I N G .

At the c o n c l u s i o n  of the pilot p r o g r a m  it will be e v a l u a t e d  by the 
A l a s k a  N a t i o n a l  G u a r d  and m o d i f i e d  as r e q u i r e d .  T h e  Project 
M a n a g e r  will s p e n d  the r e m a i n d e r  of FY 9 0  l o o k i n g  to expand the 
n u m b e r  of v i l l a g e s  s e r v e d  and the s e r v i c e s  p r o v i d e d  by the p r o g r a m  
w h e n  o p e r a t i o n  r e s u m e s  in the s u m m e r  of FY91. T h e  c o n t i n u a t i o n  of 
this p r o j e c t  in FY91 will r e q u i r e  the c o n t i n u e d  s u p p o r t  of the 
A l a s k a  L e g i s l a t u r e .  S i m u l t a n e o u s l y ,  we will b e g i n  working with 
our federal c o n g r e s s i o n a l  d e l e g a t i o n  in o r d e r  to obt a i n  federal 
f u n ding for this program. It is a n t i c i p a t e d  that at least some 
federal d o l l a r s  will be a v a i l a b l e  for this e f f o r t  in FFY92.

It is our b e l i e f  that this p r o g r a m  will s e r v e  as the k e y s t o n e  for 
future e n d e a v o r s  in rural Alaska. T h e r e  are a n u m b e r  of logical 
f o l l o w - o n  p r o g r a m s .  T h e s e  include, but are not l i m i t e d  to, 
p r o g r a m s  to e n h a n c e  the e d u c a t i o n a l  and v o c a t i o n a l  prowess of the 
p a r t i c i p a n t s .  We e n v i s i o n  that t h ese future a c t i o n s  will be c o­
op e r a t i v e  e f f o r t s  u n d e r t a k e n  in c o n j u n c t i o n  wi t h  other state and 
federal a g e n c i e s .  U l t i m a t e l y ,  our a i m  is to d e v e l o p  a p r o g r a m  
p a r t i c i p a n t  to the p o i n t  where he is a f u lly p r o d u c t i v e  and 
c o n t r i b u t i n g  member of his v i l l a g e  and the S t a t e  of Alaska.

P r e p a r e d  by: MAJ P.L. Antle, 23 M a r c h  1989.
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HOUSE COMMITTEE REPORT
(7)
Date Referred: April 26, 1990 FURTHER REFERRALS:

Date of Committee Action: s I s K O

The LABOR & COMMERCE Committee considered: CSSB 2 1 2 fJUDICIARY)

CS SB NO. 212 (Jud) INSURER INSOLVENCY
"An Act relating to examinations, fees, licenses, certificates, 
capital, surplus, and other requirements, assets and liabilities, 
investments, and insolvency proceedings of insurers; immunity for 
persons performing activities related to insurance and for persons who 
report insurance fraud; changing Alaska Rules of Civil Procedure 19, 
41, 62(a), and 65(c); changing Alaska Rules of Appellate Procedure 205, 
405, 511, 603, 606, and 611(d); and p r o viding for an effective date."

RECOMMENDATIONS:
] be replaced with _____________

] have attached amendment(s)

do pass

] do not pass

] no recommendation

] individual recommendations

] additional referral to the

[ ] the same title
[ ] a new title

Committee

A D O P T S :

ATTACHES NEW FISCAL NOTE(s):
(Dept)

[ ] fiscal impact______________

letter of intent

APPROVES PREVIOUS:

[ ] fiscal note(s)

(Date/Dept)

[ ] zero fiscal note 

[ ] zero with analysis
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[v"] zero fiscal note(s) C-V E Q  

[ ] zero fn, m a l y s i s  ____________________
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CSSB 212

Section 14 of CSSB 212 should be replaced with a new Section 14 

to read:

* Sec. 14. AS 21.09.080(a) is repealed and reenacted to 

read:

(a) In order for a domestic insurer to renew and c o n­

tinue the insurer's certificate of authority after June 30, 1991, 

the insurer must possess at least the basic capital, basic 

guarantee surplus, and additional maintained surplus required 

under AS 21.09.070(a), or the surplus, and that amount of basic 

capital or basic surplus, the s u m  of which equals the insurer's 

annual net earned premium. In no event, however, shall the c a p i­

tal and surplus for an insurer be less than was required when 

that insurer was first granted its certificate of authority.

u  I -1 T I O f )



S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

March 10, 1989

The Honorable Tim Kelly 
President of the Senate 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Mr. President:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to insurer 
solvency. This bill makes numerous changes in the Alaska 
insurance code (AS 21) designed to strengthen the ability 
of the State of Alaska to protect the insurance consumer 
from insolvent or impaired insurance companies.

The insurance industry is the only financial industry that 
is primarily regulated by the states and not the federal 
government. If Alaska's public is to be protected, this 
very large responsibility must be carried out by the 
state's insurance regulator, the division of insurance in 
the Department of Commerce and Economic Development (DCED). 
At present, Alaska operates under an insurance code adopted 
in 1966, with few major changes since that time. Two 
successive audits have reported that in previous years the 
division of insurance has failed to adequately examine 
insurance companies licensed to do business in Alaska. In 
September 1988, the commissioner of DCED reported to me 
that the industry has exceeded the statutory ability of the 
state to regulate it. This bill will be a substantial step 
in remedying this situation by up-dating our insurance 
code. Most of the proposals are based on model legislation 
adopted by the National Association of Insurance 
Commissioners.

The bill addresses six main points.

1. The bill strengthens the capital and surplus 
required of insurers who do business in Alaska so 
that insolvency, or the inability to pay claims, 
will be avoided. Also, capital and surplus 
requirements at present apply differently to 
domestic and out-of-state insurers. Domestic
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insurers have had to increase their requirements 
while out-of-state firms doing business here have 
not. This legislation would require out-of-state 
or alien insurers to maintain the same capital 
and surplus as domestic insurers.

2. The federal Tax Reform Act of 1986 has an impact 
on the insurance industry. Because that Act 
requires that claims and loss reserves be dis­
counted to present value, some companies have 
been using arrangements termed "reinsurance" to 
put their statutory financial reporting on the 
same basis as their federal income tax reporting. 
Adequate reinsurance by insurance companies is 
important to the security of Alaskan policy­
holders. This proposal provides for a clear, 
workable definition of "reinsurance" and 
strengthens the ability of the division of 
insurance to determine whether adequate rein­
surance or some other financial arrangement 
e x i s t s .

3. The bill modernizes Alaska's requirements on 
investments that may be made by insurance com­
panies so that the state, can be assured that a 
company's capital will not be lost in weak or 
fraudulent investments.

4. These additional requirements to ensure the 
financial stability of insurance companies will 
be effective only if the division of insurance 
has the regulatory tools to examine the affairs 
of these companies. This bill strengthens 
company reporting requirements so that the 
division will be alerted to potential problems. 
It also provides clear authority for companies to 
pay directly examiners hired by the state, and to 
compensate the state for its examination costs. 
This will make it possible to examine more 
companies more often.

5. The bill extends immunity for civil liability to 
division of insurance personnel, including the 
director, for carrying out their duties, so that 
they will not be deterred by the possibility of 
such suits. It also provides immunity for 
persons who provide information to the division, 
such as insurance regulators in other states. A 
number of state regulators have been sued over 
the exchange of information with other states. 
The bill ensures an exchange of needed infor­
mation between the states.
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6. Recent experience with insurance insolvencies in 
Alaska has demonstrated the inadequacies of our 
delinquency proceeding statutes. For example, at 
present our statutes do not provide for clear 
priorities among claims made on a company sub­
jected to a delinquency proceeding. The bill 
proposes a new statute for such proceedings, 
based on a National Association of Insurance C o m­
missioners model.

The division of insurance will provide a more detailed 
description of this propos ' ans from
insurance company insolvency
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C S S B  2 1 2  (L & C )
A N  A C T  R E L A T IN G  T O  IN S U R A N C E

S e c t io n a l A n a ly s is  b y  th e  
D e p a r tm e n t  o f  C o m m e rc e  a n d  E c o n o m ic  D e v e lo p m e n t ,

D iv is io n  o f  In s u r a n c e

O V E R V IE W

T h e  b u s in e s s  o f  in s u r a n c e  i s  a  d y n a m ic ,  c o n s t a n t ly  c h a n g in g  b u s in e s s .  T h e  
b u s in e s s  o f  i n s u r a n c e  is  i n t e r s t a t e  c o m m e rc e , h o w e v e r ,  u n l i k e  o t h e r  f o rm s  o f  
i n t e r s t a t e  c o m m e r c e ,  i t  i s  r e g u la t e d  b y  t h e  i n d i v i d u a l  s t a t e s .  T h e  m o s t  
im p o r t a n t  c o n c e r n  o f  t h e  i n d i v i d u a l  s t a t e s  i s  t h a t  t h e  c o n s u m e r ,  b o t h  
in d i v id u a l  a n d  b u s in e s s ,  b e  p r o t e c t e d  f r o m  a n  in s o lv e n c y  o r  im p a i rm e n t  o f  a n  
i n s u r e r .  T h e  c o n c e r n  w i t h  s o lv e n c y  is  c r i t i c a l  b e c a u s e  i n s u r a n c e  is  a n  
in t a n g ib le  p r o d u c t .  I t  i s  c o n c e r n e d  w i t h  w h e t h e r  t h e  i n s u r a n c e  c o m p a n y  w i l l  
b e  a b le  t o  m e e t  i t s  o b l ig a t io n s .

T h e  s t a t u t e s  i n  t h e  A la s k a  In s u r a n c e  C o d e  t h a t  p r o v id e  t h i s  p u b l ic  p r o t e c t i o n  
m e c h a n is m  w e re  a d o p te d  in  1 9 6 6  a n d  a r e  b a s i c a l ly  u n c h a n g e d  s in c e  t h a t  t im e . 
E v e n t s  h a v e  o c c u r r e d  in  t h i s  s t a t e  a n d  o t h e r s  w h ic h  h ig h l i g h t  t h e  n e e d  to  
u p d a t e ,  t o  u p g r a d e  a n d  t o  c la r i f y  t h o s e  la w s . S B  2 1 2  is  in t e n d e d  to  a c c o m p li s h  
t h a t  a im .  T h e  p r o p o s e d  c h a n g e s  h a v e  b e e n  s u b s t a n t i a l l y  d e v e lo p e d  a n d  
a d o p t e d  b y  t h e  N a t io n a l A s s o c ia t io n  o f  In s u r a n c e  C o m m is s io n e r s .

I n  t h e  G o v e r n o r ' s  t r a n s m i t t a l  l e t t e r  f o r  S B  2 1 2 ,  s i x  m a in  p o in t s  w e re  l i s t e d .  
T h e s e  w e re :

1 . T h e  m in im u m  a m o u n t  o f  c a p i t a l  a n d  s u r p l u s  r e q u i r e d  o f  a n  i n s u r e r  
w is h in g  t o  d o  b u s in e s s  h a s  b e e n  in c r e a s e d .  C a p i t a l  a n d  s u r p lu s  p r o v id e  
t h e  m in im u m  a m o u n t  o f  c a p i t a l i z a t i o n  r e q u i r e d  t o  b e  a n  i n s u r a n c e  
c o m p a n y .  T h is  a p p e a r s  in  s e v e r a l p la c e s  t h r o u g h o u t  t h e  b i l l  a n d  a p p lie s  to  
a d m i t t e d  a s  w e ll a s  n o n - a d m i t t e d  i n s u r e r s .  M in im u m  c a p i t a l a n d  s u r p lu s  
p r o v id e s  a  t a n g ib le  m in im u m  f l o o r  o n  w h ic h  t o  b a s e  s o lv e n c y . W h e n  t h a t  
f l o o r  i s  t o o  lo w , i t  i s  c o n s i d e r a b ly  m o r e  d i f f i c u l t  t o  d e t e c t  p r o b le m s  in  
t im e  to  a v o id  lo s s  t o  th e  p u b lic .

2 . R e s e r v in g  a n d  r e i n s u r a n c e  m a n ip u la t i o n s  a r e  a  s e r i o u s  c o n c e r n .  T h e  
p r o p o s e d  c h a n g e s  s t r e n g t h e n  o u r  a b i l i t y  to  d e t e rm in e  w h e t h e r  a d e q u a te  
r e i n s u r a n c e  o r  s o m e  o t h e r  f i n a n c ia l  a r r a n g e m e n t  e x i s t s .

3 . T h e  in v e s tm e n t  c h a p t e r  h a s  b e e n  m o d e rn iz e d  to  a s s u r e  t h a t  th e  in s u r e r ' s  
c a p i t a l  i s  n o t  p la c e d  in  w e a k  o r  f r a u d u le n t  in v e s tm e n t s .

4 . R e p o r t i n g  r e q u i r e m e n t s  a r e  s t r e n g t h e n e d .  Q u a r t e r l y  r e p o r t s  a n d  
e le c t r o n ic  m e d ia  r e p o r t in g  is  e n a b le d .  T h e  e x a m in a t i o n  e x p e n s e  r e c o v e r y  
p r o v i s i o n s  h a v e  b e e n  c la r i f i e d ,  w h ic h  w i l l  m a k e  i t  p o s s ib le  to  e x a m in e  
m o r e  c o m p a n ie s  a n d  m o r e  o f te n .
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5 . S o m e  i n s u r e r s  a n d  l i c e n s e e  h a v e  u s e d  c iv i l l a w s u i t s  a s  a  m e a n s  t o  d e t e r  
i n s u r a n c e  r e g u la t o r s  f r o m  c a r r y i n g  o u t  t h e i r  d u t i e s .  T h e  b i l l  e x t e n d s  
im m u n i t y  f o r  c iv i l  l i a b i l i t y  to  d i v i s io n  o f  i n s u r a n c e  p e r s o n n e l  f o r  c a r r y in g  
o u t  t h e i r  d u t ie s .

6 . D u r i n g  a  r e c e n t  i n s u r e r  i n s o lv e n c y ,  A la s k a ’ s  d e l i n q u e n c y  p r o c e e d in g  
s t a t u t e s  p r o v e d  in a d e q u a t e .  T h is  h a s  b e e n  r e m e d ie d  in  S B  2 1 2 .

S B  2 1 2  i s  v e r y  le n g t h y  a n d  in  s o m e  a r e a s  i t  i s  c o m p le x .  I t  is  v e r y  im p o r t a n t  
t h a t  o u r  r e g u la t o r y  m e c h a n is m  b e  k e p t  a s  u p  to  d a te  a s  p o s s ib le .  S B  2 1 2  d o e s  
th a t .

D IR E C T O R  O F  IN S U R A N C E . ( S e c t i o n s  1 - 7 )

S e c t io n s  1 - 7  p e r t a in  p r im a r i l y  t o  t h e  d i r e c t o r ' s  a b i l i t y  to  e x a m in e  i n s u r e r s  a n d  
s u r p lu s  l i n e s  b r o k e r s .  T h e  d i r e c t o r  m a y  c o n t r a c t  w i t h  in d e p e n d e n t  e x a m in e r s  
a n d  m a y  o r d e r  t h e  i n s u r e r  o r  s u r p lu s  l i n e s  b r o k e r  to  m a k e  d i r e c t  p a y m e n t  to  
t h e  c o n t r a c t  e x a m in e r  f o r  t h e  c o s t  o f  e x a m in a t i o n ,  F o r m e r ly  l i c e n s e d  i n s u r e r s  
a n d  s u r p lu s  l i n e s  b r o k e r s  m a y  a ls o  b e  e x a m in e d .

P a r t i c ip a t i o n  i s  a l lo w e d  b y  A la s k a  e x a m in e r s  in  N A IC  a s s o c i a t i o n  e x a m in a t i o n  
o f  i n s u r e r s  t h a t  c o n d u c t  t h e  b u s in e s s  o f  in s u r a n c e  in  A la s k a  a n d  o t h e r  s t a t e s .  
C iv i l  im m u n i t y  i s  p r o v id e d  t o  d i v i s i o n  p e r s o n n e l ,  a g e n t s  o f  t h e  d i v i s i o n ,  
r e g u la t o r s  o f  o t h e r  s t a t e s ,  a n d  N A IC  s t a f f  i n  r e g a r d  to  t h e  p u b l i c a t i o n  o f  a n d  
d o c u m e n t a t io n  o f  r e p o r t s  a n d  in  th e  e x c h a n g e  o f  r e g u la t o r y  in f o rm a t i o n .

S e c t io n  1 . A S  2 1 . 0 6 . 1 2 0 ( a ) . E x a m in a t i o n  o f  I n s u r e r s  
P a g e  1 . l i n e s  1 2 - 2 2 .

T h i s  s e c t i o n  c la r i f i e s  t h e  d i r e c t o r ' s  a b i l i t y  t o  e x a m in e  f o r m e r l y  l i c e n s e d  
i n s u r e r s  a n d  s u r p lu s  l i n e s  b r o k e r s .  I n s u r a n c e  c o n t r a c t s  i s s u e d  w h i le  t h e  
p e r s o n  w a s  l i c e n s e d  m a n y  t im e s  c o n t in u e  to  b e  in  f o r c e  a f t e r  t h e  p e r s o n ' s  
l i c e n s e  h a s  t e rm in a t e d .

S e c t io n  2 .  A S  2 1 . 0 6 . 1 2 0 .  E x a m in a t io n  o f  I n s u r e r s  
P a g e  1 . l i n e s  2 3 - 2 9 .

T h e s e  n e w  s u b s e c t i o n s  s p e c i f i c a l ly  a l lo w  th e  d iv i s io n  to  p a r t i c ip a t e  a lo n g  w ith  
in s u r a n c e  r e g u la t o r s  f r o m  o t h e r  s t a t e s  in  t h e  e x a m in a t io n  o f  a n  i n s u r e r  lo c a te d  
o u t s id e  o f  A la s k a .  T h e  d i r e c t o r  is  a ls o  p e rm i t t e d  to  u t i l i z e  c o n t r a c t  e x a m in e r s .  
B o t h  o f  t h e s e  fu n c t i o n s  h a v e  b e e n  a s s u m e d  to  e x i s t  u n d e r  c u r r e n t  s t a t u t e  b u t  
th e  c la r i f i c a t i o n  w i l l  a v o id  c o n f l i c t  w i t h  a  d i f f e r in g  o p in io n .
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S e c t io n  3 .  A S  2 1 . 0 6 . 1 4 0 ( b ) .  C o n d u c t  o f  E x a m in a t io n  
P a g e  2 .  l in e s  1 - 9 .

T h i s  s e c t i o n  c la r i f i e s  t h e  d i r e c t o r ' s  a b i l i t y  t o  r e q u i r e  t h a t  p h o t o c o p ie s  o f  
d o c u m e n t s  r e q u e s t e d  d u r in g  a n  e x a m in a t io n  b e  p r o d u c e d .

S e c t io n  4 .  A S  2 1 . 0 6 . 1 5 0 ( e ) .  E x a m in a t io n  R e p o r t s  
P a g e  2 . l in e s  1 0 - 1 6 .

C h a n g e s  i n  t h i s  s e c t io n  a r e  p r im a r i ly  e d i t o r i a l  i n  n a t u r e  a n d  p r o v id e  t h a t  th e  
d i r e c t o r  m a y  w i t h h o ld  f r o m  p u b l ic  in s p e c t io n  a n y  m a t e r i a ls  g a t h e r e d  a s  p a r t  o f  
a n  e x a m in a t io n  i f  n e c e s s a r y  f o r  th e  p r o t e c t i o n  o f  a n y  p e r s o n  f r o m  u n w a r r a n t e d  
i n ju r y  o r  i f  i t  is  in  th e  p u b lic ' s  b e s t  in t e r e s t .

S e c t io n  5 .  A S  2 1 . 0 6 . 1 6 0 .  E x a m in a t io n  E x p e n s e  
P a g e  2 .  l i n e  1 7  to  p a g e  3  l in e  1 9 .

C h a n g e s  i n  t h i s  s e c t io n  m a k e  i t  c le a r  t h a t  i n s u r e r s  a r e  r e q u i r e d  io  b e a r  a l l  
c o s t s  o f  e x a m in a t i o n s  a n d  t h a t  t h e  d i r e c t o r  c a n  o r d e r  a n  i n s u r e r  t o  p a y  a  
c o n t r a c t  e x a m in e r  d i r e c t ly  f o r  i t s  e x a m in a t io n  c h a rg e s .

S e c t io n  6 .  A S  2 1 . 0 6 . 1 6 5 .  Im m u n i t y  f o r  D i r e c t o r  a n d  O th e r s  
P a g e  3 .  l in e  2 0  to  p a g e  4 . l in e  2 .

T h is  i s  a  n e w  s u b s e c t io n  t h a t  p r o v id e s  c iv i l im m u n i t y  f o r  a l l  d i v i s io n  s t a f f  a n d  
i n s u r a n c e  r e g u la t o r s  in  o t h e r  s t a t e s  in  r e g a r d s  t o  i n f o r m a t i o n  a n d  r e p o r t s  
w h ic h  a r e  s h a r e d .  H o w e v e r , im m u n i t y  is  n o t  p r o v id e d  i f  t h e r e  is  r e c k le s s ,  
w i l l f u l ,  o r  i n t e n t i o n a l  m i s c o n d u c t .  T h i s  n e w  s e c t i o n  f o l l o w s  a  N a t i o n a l  
A s s o c ia t io n  o f  In s u r a n c e  C o m m is s io n e r s  M o d e l Im m u n i t y  A c t .

S e c t io n  7 .  A S  2 1 . 0 6 . 2 5 0 .  F e e s  a n d  L ic e n s e s  
P a g e  4 . l i n e s  3 - 1 2 .

T h is  c h a n g e  is  e d i t o r i a l  i n  n a t u r e .  I t  i s  in t e n d e d  to  a v o id  c o n f l i c t  w i t h  A S  
2 1 . 0 6 . 1 6 0  w h ic h  h a s  b e e n  m o d i f ie d  in  S e c t io n  5 .

A U T H O R IZ A T IO N  O F  IN S U R E R S .  ( S e c t i o n s  8 - 1 9 )

T h e  f o rm a t  f o r  i n s u r e r ' s  f i n a n c i a l  s t a t e m e n t s  i s  e s t a b l i s h e d  t o  c o n f o rm  w ith  
t h e  f o rm a t  a d o p t e d  b y  t h e  N a t io n a l  A s s o c ia t i o n  o f  In s u r a n c e  C o m m is s io n e r s  
(N A IC ). T h e  d i r e c t o r  m a y  r e q u i r e  t h a t  a n  i n s u r e r ,  in  a d d i t i o n  to  t h e  r e q u i r e d  
a n n u a l  f i n a n c ia l  r e p o r t in g ,  f i le  q u a r t e r ly  f in a n c ia l  s t a t e m e n t s .
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F o r e ig n  a n d  a l i e n  a d m i t t e d  i n s u r e r s  a r e  r e q u i r e d  to  m a i n t a i n  t h e  s a m e  
f i n a n c i a l  r e q u i r e m e n t s  ( c a p i t a l  a n d  s u r p lu s )  a s  A la s k a  d o m e s t i c  i n s u r e r s .  
M in im u m  f i n a n c i a l  r e q u i r e m e n t s  (c a p i t a l a n d  s u r p lu s )  f o r  A la s k a  in c o r p o r a t e d  
i n s u r e r s  a r e  e s t a b l i s h e d  i f  t h e y  w is h  to  a s s u m e  r e in s u r a n c e  ( $ 1 0 , 0 0 0 , 0 0 0  a t  
1 2 / 3 1 / 9 0 ,  $ 1 5 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 1 ,  a n d  $ 2 0 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 2 ) .  
D o m e s t i c  p r o p e r t y  o r  c a s u a l t y  i n s u r e r s  a r e  p r o h i b i t e d  f r o m  i s s u i n g  l i f e  
i n s u r a n c e  o r  a n n u i t y  c o n t r a c t s .

S e c t io n  8 .  A S  2 1 . 0 9 . 0 2 0 ( 3 ) .  E x c e p t io n . C e r t i f i c a t e  o f  A u t h o r i t y  R e q u i r e m e n t  
P a g e  4 .  l in e s  1 3 - 2 8 .

T h is  c h a n g e  is  e d i t o r i a l  i n  n a t u r e .  I t  i s  to  p r o v id e  t h e  c o r r e c t  c r o s s  r e fe r e n c e ,  
A S  2 1 . 3 4 .

S e c t io n  9 ,  A S  2 1 . 0 9 . 0 6 0 .  C o m b in a t io n s  o f  In s u r in g  P c w e r  in  O n e  I n s u r e r  
P a g e  4 .  l in e  2 9  to  p a g e  5 . l in e  1 4 .

A  l i f e  a n d  a n n u i t y  i n s u r e r  is  b a r r e d  f r o m  t r a n s a c t in g  a  p r o p e r t y  o r  c a s u a l t y  
b u s in e s s .  T h e  c h a n g e s  in  t h i s  s e c t io n  c la r i f y  t h e  r e v e r s e  s i t u a t i o n ,  t h a t  a  
p r o p e r t y  o r  c a s u a l t y  i n s u r e r  i s  p r e c lu d e d  f r o m  t r a n s a c t in g  l i f e  i n s u r a n c e  o r  
f r o m  i s s u in g  a n n u i t ie s .

S e c t io n  1 0 .  A S  2 1 . 0 9 . 0 7 0 ( a ) .  C a p i t a l  F u n d s  R e q u i r e d  o f  F o r e ig n  I n s u r e r s  a n d  
N ew  D o m e s t ic  I n s u r e r s

P a ge 5 .  l in e  1 5  t o  p a g e  7 . l in e  5 .

T h e  a m e n d m e n t s  t o  t h i s  s e c t io n  a r e  in t e n d e d  t o  p r o v id e  f o r  m o r e  s t r i n g e n t  
f i n a n c i a l  c r i t e r i a  f o r  a n  i n s u r e r  t o  b e c o m e  a n d  r e m a in  l i c e n s e d .  T h e  
a d d i t i o n a l  s u r p lu s  r e q u i r e d  to  b e  m a in t a in e d  w h e n  f i r s t  l ic e n s e d  is  r e q u i r e d  to  
b e  m a in t a in e d  b e y o n d  i n i t i a l  l i c e n s u r e .  U n d e r  e x i s t in g  la w , t h e  a d d i t i o n a l  
s u r p lu s  c o u ld  b e  s ip h o n e d  o f f  th e  d a y  a f t e r  th e  o r i g in a l  c e r t i f i c a t e  o f  a u t h o r i t y  
w a s  i s s u e d .  T h e  m in im u m  a m o u n t s  o f  c a p i t a l  a n d  s u r p lu s  h a v e  b e e n  in c r e a s e d .

S e c t io n  1 1 .  A S  2 1 . 0 9 . 0 7 0 f b l .
P a g e  7 . l i n e s  6 - 1 6 .

T h i s  s e c t i o n  a l l o w s  t h e  d i r e c t o r  to  i s s u e  a n  o r d e r  f o l l o w in g  a  h e a r in g ,  
r e q u i r i n g  a n  i n s u r e r  to  m a in t a i n  f u n d s  r e q u i r e d  i n  A S  2 1 . 0 9 . 0 7 0 ( a )  (s e e  
S e c t io n  1 0 ) .  F a i lu r e  to  m a in t a i n  th e  o r d e r e d  f u n d s  w o u ld  b e  g r o u n d s  f o r  
s u s p e n s io n  o r  r e v o c a t io n  o f  th e  c e r t i f ic a t e  o f  a u t h o r i t y .
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S e c t io n  1 2 . A S  2 1 . 0 9 . 0 7 0  fc ).
P a g e  7 .  l i n e s  1 7 - 2 1 .

T h e  r e p e a l  a n d  r e e n a c tm e n t  o f  t h is  s e c t io n  r e q u i r e s  fo r e ig n  o r  a l i e n  a d m it t e d  
i n s u r e r s  t o  m a in t a i n  t h e  c u r r e n t ly  r e q u i r e d  c a p i t a l  a n d  s u r p l u s  a m o u n t s .  
U n d e r  e x is t in g  la w , a  fo r e ig n  o r  a lie n  a d m it t e d  i n s u r e r  n e e d  o n ly  m a in t a in  t h e  
a m o u n t  r e q u i r e d  w h e n  f i r s t  l ic e n s e d  e v e n  i f  t h a t  i n s u r e r  w a s  f i r s t  l i c e n s e d  2 5  
y e a r s  a g o  w h e n  t h e  a m o u n t s  r e q u i r e d  w e r e  s u b s t a n t i a l l y  lo w e r .  A la s k a  
d o m e s t ic  i n s u r e r s  h a v e  b e e n  r e q u i r e d  to  m e e t  t h e  h i g h e r  s t a n d a r d s  a s  
a d o p te d  o v e r  t h e  y e a r s .  S o ,  in  e f fe c t , t h i s  a m e n d m e n t  p r o v id e s  f o r  e q u i t a b le  
t r e a tm e n t  b o t h  d o m e s t ic  a n d  fo r e ig n  o r  a l i e n  i n s u r e r s .

S e c t io n  1 3 . A S  2 1 . 0 9 . 0 7 0 ( f )
P a g e  6 .  l in e  2 2  to  p a g e  7 . l in e  4 .

T h is  is  a  n e w  s e c t io n  t h a t  e s t a b l i s h e s  t h a t  a  d o m e s t ic  i n s u r e r  m u s t  p o s s e s s  
p o l i c y h o ld e r  s u r p lu s  in  a d e q u a te  a m o u n t s  in  o r d e r  to  a s s u m e  r e i n s u r a n c e .  
P o l i c y h o ld e r  s u r p lu s  r e q u i r e d  is  $ 1 0 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 0 ,  $ 1 5 , 0 0 0 , 0 0 0  a t  
1 2 / 3 1 / 9 1  a n d  $ 2 0 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 2 .  T h is  r e q u i r e m e n t  d o e s  n o t  a p p ly  to  
in t r a c o m p a n y  p o o l in g  a r r a n g e m e n t s  b e tw e e n  a f f i l i a t e d  i n s u r e r s .  A  s t r o n g e r  
f i n a n c i a l  p o s i t i o n  i s  r e q u i r e d  f o r  a  d o m e s t i c  i n s u r e r  t o  g e t  i n t o  t h e  
r e in s u r a n c e  b u s in e s s .

S e c t io n  1 4 .  A S  2 1 . 0 9 . 0 8 0  fa ).
P a g e  8  l i r  e s  5 - 9 .

T h e  r e p e a l  a n d  r e e n a c tm e n t  o f  t h i s  s e c t io n  r e q u i r e s  d o m e s t ic  i n s u r e r s  to  
m a in t a in  t h e  c u r r e n t ly  r e q u i r e d  c a p i t a l a n d  s u r p lu s  a m o u n t s .

S e c t io n  1 5 .  A S  2 i  . 0 9 .1 1 0 ( 3 1 .  A p p lic a t io n  fo r  C e r t i f ic a t e  o f  A u t h o r i t y  
P a g e  7 . l i n e s  1 0 - 1 5 .

T h i s  s e c t io n  i s  a m e n d e d  t o  in c lu d e  th e  r e q u i r e m e n t  t h a t  q u a r t e r l y  f i n a n c i a l  
s t a t e m e n t s  a s  r e q u i r e d  b y  th e  d i r e c t o r  b e  a t t e s t e d  to  b y  a t  le a s t  tw o  o f f i c e r s  o f  
t h e  i n s u r e r  o r  c e r t i f i e d  b y  t h e  r e g u la t o r y  o f f i c i a l  o f  t h e  i n s u r e r ' s  s t a t e  o f  
d o m ic i le .

S e c t io n  1 6 . A S  2 1 . 0 9 . 1 4 0 (a ) .  M a n d a to r y  R e v o c a t io n . S u s p e n s i o n  o f  C e r t i f ic a te  
P a g e  8 . l i n e s  1 6 - 2 5 .

A m e n d m e n t  to  t h i s  s e c t io n  is  n e c e s s a r y  d u e  to  th e  c h a n g e  in  A S  2 1 . 0 9 . 0 7 0 ( c )  
(s e e  S e c t io n  1 2 )  r e q u i r i n g  fo r e ig n  i n s u r e r s  to  m a in t a in  t h e  c u r r e n t  le v e ls  o f  
p o l i c y h o ld e r  s u r p l u s .  A ls o ,  t h e  m o r e  c o r r e c t  t e rm s  o f  " im p a i r e d "  a n d  
" i n s o lv e n t "  h a v e  b e e n  s u b s t i t u t e d  f o r  " d e f ic ie n c y  o f  a s s e t s " .  T h i s  s e c t io n
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g e n e r a l ly  p e r t a i n s  t o  m a n d a t o r y  r e v o c a t i o n  o r  s u s p e n s i o n  o f  a n  in s u r e r ' s  
l i c e n s e .

S e c t io n  1 7 . A S  2 1 . 0 9 . 2 0 0 ( a ) .  A n n u a l S t a t e m e n t  
P a g e  8 .  l i n e  2 6  tc  p a g e  9 .  l in e  1 2 .

T h is  s e c t io n  p e r t a in s  t o  t h e  f o rm a t  o f  t h e  a n n u a l  f i n a n c i a l  s t a t e m e n t  r e q u i r e d  
b y  e a c h  l i c e n s e d  i n s u r e r .  A m e n d m e n t  t o  t h i s  s e c t i o n  p r o v id e s  f o r  t h e  
a d o p t i o n  o f  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m is s i o n e r s  (N A IC ) 
f o rm a t ,  w h ic h  h a s  b e e n  u t i l i z e d  h i s t o r i c a l ly .  T h i s  p r o m o t e s  c o n s i s t e n c y  in  
f i n a n c i a l  r e p o r t i n g  in  a l l  s t a t e s .  A d d i t i o n a l ly ,  t h i s  t ° c t io n  h a s  b e e n  a m e n d e d  
t o  a l l o w  t h e  d i r e c t o r  t o  r e q u i r e  t h a t  t h e  f i n a n c i a l  s t a t e m e n t  b e  f i le d  v ia  
e le c t r o n ic  m e d ia  (e .g . o n  c o m p u t e r  d is c ) .

S e c t io n  1 8 . A S  2 1 . 0 9 . 2 0 0 f f )
P a g e  9 .  l i n e s  1 3 - 2 1 .

T h is  s e c t io n  r e q u i r e s  a l l  d o m e s t ic  i n s u r e r s  t o  a ls o  f i le  t h e i r  a n n u a l  f i n a n c i a l  
s t a t e m e n t s  w i t h  t h e  N A IC  a n d  to  p a y  t h e  a p p r o p r i a t e  fe e  to  t h e  N A IC . T h e  
p u r p o s e  o f  t h i s  is  t h a t  t h e  N A IC  h a s  d e v e lo p e d  a  d a t a  b a s e  f o r  a l l  i n s u r e r s  a n d  
p r o v id e s  a n a ly t i c a l  s e r v ic e s  t o  t h e  v a r i o u s  s t a t e s .  (E a c h  s t a t e  i s  l i n k e d  b y  
c o m p u t e r  t o  th e  N A IC  d a t a  b a s e . )  E v e n t u a l ly ,  i t  i s  e x p e c te d  t h a t  o n ly  o n e  f i l in g  
o f  t h e  f i n a n c i a l  s t a t e m e n t  v i a  e le c t r o n ic  m e d ia  w i l l  b e  f i le d  w i t h  th e  N A IC . 
T h i s  w o u ld  e l im in a t e  t h e  n e e d  o f  a  " h a r d  c o p y "  a n n u a l  f i n a n c i a l  s t a t e m e n t  
b e in g  f i le d  i n  e a c h  s t a t e  in  w h ic h  a n  i n s u r e r  is  l i c e n s e d .  T h is  w i l l  b e  a n  
e x p e n s e  s a v in g s .  A ls o ,  i t  w i l l  p r o v id e  f o r  a  m o r e  t im e ly  a n a ly s i s  o f  e a c h  
f in a n c ia l  s t a t e m e n t .

S e c t io n  1 9 . A S  2 1 . 0 9 . 2 0 5 .  Q u a r t e r ly  S t a t e m e n t  
P a g e  9 .  l in e  2 3 .  to  p a g e  1 0 . l in e  4 .

T h is  n e w  s e c t io n  a l lo w s  th e  d i r e c t o r  t o  r e q u i r e  t h a t  N A IC  fo rm a t t e d  q u a r t e r ly  
f i n a n c i a l  s t a t e m e n t s  b e  f i le d  w ith  t h e  d iv is io n . A  m e a n s  is  p r o v id e d  f o r  m o r e  
c lo s e ly  m o n i t o r i n g  t h e  f i n a n c i a l  w e l l  b e in g  o f  a n  i n s u r e r .  Q u a r t e r l y  
s t a t e m e n t s ,  w h e n  r e q u i r e d ,  a r e  d u e  to  b e  f i le d  w i t h in  6 0  d a y s  a f t e r  t h e  e n d  o f  
a  c a le n d a r  q u a r t e r  a n d  a  p e n a l t y  o f  $ 1 0 0  p e r  d a y  f o r  la t e  f i l i n g  i s  im p o s e d .

K IN D S  O F  IN S U R A N C E , L IM IT S  O F  R I S K ,  A N D  R E IN S U R A N C E . 
( S e c t i o n s  2 0 - 2 1 )

In  o r d e r  to  l im i t  r i s k  to  m e e t  w ith  s t a t u t o r y  r e q u i r e m e n t s  a n d  s o u n d  b u s in e s s  
p r a c t ic e s ,  i n s u r e r s  t r a n s f e r  r i s k  to  o t h e r  i n s u r e r s  v ia  r e in s u r a n c e  c o n t r a c t s .  
T h e s e  s e c t io n s  p r o v id e  th e  g u id e l in e s  a n d  p a r a m e t e r s  f o r  a n  A la s k a  d o m e s t ic
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i n s u r e r  r e i n s u r i n g  i t s  i n s u r a n c e  c o n t r a c t s  w i t h  r e i n s u r e r s .  C r e d i t  ( r e d u c e d  
l i a b i l i t i e s )  i s  a l lo w e d  in  t h e  f i n a n c i a l  s t a t e m e n t  f o r  r e i n s u r a n c e  c e d e d  i f  d o n e  
in  a c c o rd a n c e  w i t h  th e  g u id e l in e s .  T h e  t e rm  " r e in s u r a n c e "  is  d e f in e d .

S e c t io n  2 0 .  A S  2 1 . 1 2 . 0 2 0 .  R e in s u r a n c e  C r e d i t  A llo w e d  a  D o m e s t i c  C e d in g  
I n s u r e r

P a g e  1 0 . l in e  5  t o  p a g e  1 5 . l in e  1 6 .

I n  o r d e r  t o  h e lp  p r o t e c t  t h e i r  f i n a n c ia l  in t e g r i t y  a n d  t o  m e e t  t h e  r e q u i r e m e n t s  
t h a t  n o  m o r e  r i s k  b e  r e t a in e d  in  a n y  o n e  s u b je c t  t h a n  1 0 %  o f  i t s  p o l i c y h o ld e r s  
s u r p l u s ,  m o s t  i n s u r e r s  r e i n s u r e  t h e  i n s u r a n c e  c o n t r a c t s  t h e y  h a v e  
u n d e rw r i t t e n .  B y  a p p r o p r i a t e ly  p a s s in g  t h is  r i s k  to  a  r e i n s u r e r ,  a n  i n s u r e r  is  
a l lo w e d  t o  r e d u c e  t h e  l i a b i l i t i e s  f o r  c la im  p a y m e n t s  i t  is  r e q u i r e d  t o  e x h ib i t  in  
i t s  f i n a n c ia l  s t a t e m e n t  b y  a n  a m o u n t  c o m m e n s u r a t e  w i t h  t h e  r i s k  r e in s u r e d .

I f  a  r e i n s u r e r  b e c o m e s  in s o lv e n t ,  a l l  o f  t h e  r i s k  p r e v i o u s ly  t r a n s f e r r e d  f a l l s  
b a c k  t o  t h e  i n s u r e r .  F o r  t h a t  r e a s o n ,  i t  is  im p o r t a n t  t h a t  s t a n d a r d s  e x i s t  f o r  
r e i n s u r e r s  t h a t  d o m e s t ic  i n s u r e r s  m a y  t r a n s f e r  r i s k  t o  a n d  r e c e iv e  c r e d i t  f o r  
t h e  r i s k  t r a n s f e r r e d  in  t h e  f o rm  o f  r e d u c e d  c la im  l i a b i l i t i e s .  T h e  r e p e a l  a n d  
r e e n a c t m e n t  o f  t h i s  s e c t i o n  p r o v id e s  t h e  c r i t e r i a  f o r  t h e  r e i n s u r e r s  t h a t  
d o m e s t ic  i n s u r e r s  m a y  u s e  a n d  r e c e iv e  c r e d i t  f o r  in  t h e i r  f i n a n c i a l  s t a t e m e n t s .

G e n e r a l ly  c r e d i t  is  a l lo w e d  f o r  r e in s u r a n c e  c e d e d  b y  a  d o m e s t ic  i n s u r e r  t o  a  
r e i n s u r e r  i f :

1 . t h e  r e i n s u r e r  i s  l i c e n s e d  i n  t h is  s t a t e  a s  i n  i n s u r e r ;

2 . t h e  r e i n s u r e r  is  a n  a c c r e d i t e d  r e i n s u r e r  in  th e  s t a t e ;

6 .  t h e  r e i n s u r e r  i s  d o m ic i le d  in  a  s t a t e  t h a t  e m p lo y s  s t a n d a r d s  f o r  
r e in s u r a n c e  s u b s t a n t i a l ly  th e  s a m e  a s  A la s k a  a n d  s u b m i t s  to  e x a m in a t i o n  
b y  t h e  d iv is io n ;

4 .  t h e  r e i n s u r e r  i s  a n  a l i e n  r e i n s u r e r  t h a t  t r u s t e e s  s p e c i f ie d  a m o u n t s  o f  
f u n d s  in  t h e  U n i t e d  S t a t e s  a n d  th e  t r u s t e e s  p r o v id e  a n  a n n u a l  a c c o u n t in g  
o f  t h e  f u n d s  t r u s t e e d ,  a n d  p r o v id e s  c e r t i f i c a t i o n  o f  i t s  s o lv e n c y  b y  a  
in d e p e n d e n t  a u d i t o r  a n d  th e  d o m e s t ic  r e g u la t o r ;  o r

5 . t h e  r e i n s u r e r  d o e s  n o t  m e e t  a n y  o f  t h e  c r i t e r i a  i n  1 . t h r o u g h  4 .  a b o v e , 
t h e n  c r e d i t  i s  a l lo w e d  o n ly  i f  f u n d s  a r e  t r u s t e e d  in  a  f o r m  ( c a s h ,  
a p p r o v e d  s e c u r i t i e s ,  o r  a c c e p t a b le  le t t e r s  o f  c r e d i t )  a n d  f o r  a m o u n t s  
c o r r e s p o n d in g  to  o n ly  th e  a m o u n t  o f  f u n d s  t r u s t e e d .

T h i s  s e c t io n  a ls o  m a in t a in s  t h e  e x i s t in g  la w s  r e q u i r e m e n t  t h a t  n o  c r e d i t  f o r  
r e in s u r a n c e  is  a l lo w e d  i f  t h e  r e in s u r a n c e  c o n t r a c t  d o e s  n o t  c o n t a in  t h e  c la s s ic  
" i n s o lv e n c y  p r o v i s i o n " .  T h e  " in s o lv e n c y  p r o v i s i o n '  e s s e n t i a l ly  p r o v i d e s  t h a t  
r e in s u r a n c e  w i l l  c o n t in u e  to  b e  p a id  i f  d u e  e v e n  i f  t h e  c e d in g  i n s u r e r  w e re  to  
b e c o m e  in s o lv e n t .
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T h e  d i r e c t o r  i s  a ls o  g iv e n  t h e  d i s c r e t i o n a r y  a u t h o r i t y  to  r e q u i r e  a n  i n s u r e r  to  
p r o v id e  i n f o r m a t i o n  in  r e g a r d s  t o  a n y  m a t e r i a l  c h a n g e  in  i t s  r e i n s u r a n c e  
t r a n s a c t io n s .

S e c t io n  2 1 .  A S  2 1 . 1 2 . 1 2 0 .  R e in s u r a n c e  D e f in e d  
P a ge 1 5 .  l i n e s  1 7 - 2 3 .

T h e  t e rm  " r e in s u r a n c e "  i s  d e f in e d  in  t h i s  n e w  s e c t io n .  T h is  t e rm  w a s  n o t  
p r e v i o u s ly  d e f in e d  in  T i t le  2 1 .  T h e  d e f in i t i o n  i s  in t e n d e d  to  c o n v e y  t h a t  a  
t r a n s f e r  o f  r i s k  d i r e c t ly  f lo w in g  f r o m  th e  u n d e r ly i n g  i n s u r a n c e  c o n t r a c t  is  
r e q u i r e d  t o  m e e t  w i t h  t h i s  d e f in i t i o n .  I t  i s  n e c e s s a r y  t o  d e f in e  t h i s  t e rm  a s  
o t h e r  c o n t r a c t u a l  a r r a n g e m e n t s  b e tw e e n  i n s u r e r s  h a v e  b e e n  r e p o r t e d  a s  
r e i n s u r a n c e  w h e n  i n  f a c t  t h e  t r a n s a c t i o n s  a r e  o t h e r  f i n a n c i a l  a r r a n g e m e n t s  
h a v in g  n o t h in g  t o  d o  w i t h  t h e  t r a n s f e r  o f  t h e  r i s k  o f  t h e  u n d e r ly in g  in s u r a n c e  
c o n t r a c t .  M a n y  s u c h  a r r a n g e m e n t s  h a v e  b e e n  u t i l i z e d  d u e  to  r e c e n t  c h a n g e s  
in  th e  f e d e r a l  in c o m e  t a x  s c h e m a  f o r  i n s u r e r s .

A S S E T S  A N D  L IA B IL IT IE S .  ( S e c t i o n s  2 2 - 2 7 )

T h e s e  s e c t io n s  p e r t a in  to  t h e  b a s ic s  in  d e t e rm in in g  a n  i n s u r e r ' s  s o lv e n c y .  I t  
in c lu d e s  a m e n d e d  r u le s  f o r  d e t e rm in in g  w h ic h  a s s e t s  m a y  b e  in c lu d e d  a n d  
t h o s e  w h ic h  a r e  s p e c i f i c a l ly  e x c lu d e d  in  d e t e rm in in g  t h e  a s s e t  b a s e  f o r  a n  
i n s u r e r .  R e q u i r e m e n t s  f o r  t h e  e s t a b l i s h m e n t  o f  l i a b i l i t i e s  f o r  t h e  c o n t r a c t u a l  
o b l i g a t i o n s  o f  a n  i n s u r e r  a r e  in c lu d e d .  A  m a t e r i a l  c h a n g e  r e q u i r i n g  t i t le  
i n s u r e r s  t o  e s t a b l i s h  a n  u n e a r n e d  p r e m iu m  r e s e r v e  i s  in c lu d e d .  A ls o ,  t h e  
d i r e c t o r  m a y  r e q u i r e  a  s u r e t y  i n s u r e r  to  e s t a b l i s h  a  s p e c ia l  r e s e r v e  f o r  b a i l  
b o n d s  o r  o t h e r  s in g le  p r e m iu m  b o n d s  t h a t  d o  n o t  h a v e  a  d e f in i t e  e x p i r a t i o n  
d a te .

S e c t io n  2 2 .  A S  2 1 . 1 8 . 0 1 0 .  A l lo w a b le  A s s e ts  
P a g e  1 5 . l in e  2 4  to  p a g e  2 2  l in e  1.

T h i s  s e c t io n  h a s  a  n u m b e r  o f  g e n e r a l c h a n g e s  in  d e fin in g ' th e  t y p e s  o f  a s s e t s  
a l lo w e d  in  t h e  d e t e rm in a t io n  o f  th e  in s u r e r ' s  a b i l i t y  to  p a y  i t s  l i a b i l i t i e s .

P a r a g r a p h  (1 )  i s  e s s e n t i a l ly  t h e  s a m e  a s  t h e  e x i s t in g  P a r a g r a p h  ( l j .  T h e  
a l lo w a n c e  o f  d e p o s i t s  in  s o lv e n t  s a v in g s  a n d  lo a n  a s s o c ia t i o n s  h a s  b e e n  a d d e d  . 
T h i s  a d d s  a l t e r n a t i v e  f i n a n c i a l  i n s t i t u t i o n s  to  t h o s e  a l r e a d y  l i s t e d  in  t h e  
c u r r e n t  la w , s u c h  a s  b a n k s  a n d  t r u s t  c o m p a n ie s .

P a r a g r a p h s  (2 ) (A )- (C ) r e m a in  th e  s a m e  a s  th e  c u r r e n t  la w .

P a r a g r a p h  (2 )  (D ) e s s e n t i a l ly  t h e  s a m e  a s  th e  e x i s t in g  P a r a g r a p h  ( 2 ) (D ) .  T h e  
a l lo w a n c e  o f  in t e r e s t  d u e  o r  a c c ru e d  o n  d e p o s i t s  in  s o lv e n t  s a v in g s  a n d  lo a n
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