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T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  of t h e  H o u s e  
P. O .  B o x  V 
J u n e a u ,  A K  9 9 8 1 1

D e a r  S p e a k e r  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, sec. 18 of 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  to a m e n d  t h e  A l a s k a  

S e c u r i t i e s  A c t  of 1 9 59. T h e  b i l l  a d d r e s s e s  t h r e e  a d m i n i s t r a t i v e  
p r o b l e m s .

F i r s t ,  t h e  b i l l  w o u l d  c h a n g e  e x i s t i n g  s t a t u t e s  t o  a l l o w  t h e  

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  ( d e p a r t m e n t )  to 

s e t  s e c u r i t i e s  r e g i s t r a t i o n - r e l a t e d  f e e s  b y  r e g u l a t i o n .  S e c t i o n s  
1, 2, 4, a n d  6. C u r r e n t l y ,  a l m o s t  a l l  r e g i s t r a t i o n - r e l a t e d  f e e s  

a r e  e x p r e s s l y  s e t  b y  s t a t u t e .  B e c a u s e  t h o s e  s t a t u t e s  h a v e  n o t  

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

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

S e c o n d ,  in a n  e f f o r t  t o  r e d u c e  t h e  a m o u n t  of d u p l i c a t e  f i l i n g s  
a n d  u n n e c e s s a r y  p a p e r w o r k  h a n d l e d  b y  t h e  d e p a r t m e n t ,  t h e  b i l l  
p r o v i d e s  t h a t  t h e  a d m i n i s t r a t o r  of s e c u r i t i e s  ( t h e  d i r e c t o r  of 
t h e  d i v i s i o n  of b a n k i n g ,  s e c u r i t i e s  a n d  c o r p o r a t i o n s )  m a y  a r r a n g e  
w i t h  t h e  N a t i o n a l  A s s o c i a t i o n  of S e c u r i t i e s  D e a l e r s  o r  t h e  
S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n  t o  h a v e  c o o r d i n a t e d  n a t i o n a l  
f i l i n g s ,  a n d  m a y  a c c e p t  c e r t a i n  u n i f o r m  r e g i s t r a t i o n - r e l a t e d  
p r o c e d u r e s .  S e c t i o n  3.

T h i r d ,  t h e  b i l l  p r o v i d e s  f o r  n e w  e x e m p t i o n s  f r o m  t h e  r e g i s t r a t i o n  
r e q u i r e m e n t  f o r  s e c u r i t i e s .  A t  p r e s e n t ,  s e c u r i t i e s  l i s t e d  u n d e r  
a n u m b e r  of n a t i o n a l  s t o c k  e x c h a n g e s  a r e  e x e m p t  f r o m  
r e g i s t r a t i o n .  A S  4 5 , 5 5 . 1 4 0 ( a )(10). T h e  b i l l  w i l l  a d d  t o  t h a t  
l i s t  t w o  o t h e r  r e c o g n i z e d  e x c h a n g e s ,  t h e  C h i c a g o  B o a r d  O p t i o n s  
E x c h a n g e  a n d  t h e  N a t i o n a l  A s s o c i a t i o n  of S e c u r i t i e s  D e a l e r s  
A u t o m a t e d  Q u o t a t i o n  N a t i o n a l  M a r k e t  S y s t e m  (N A S D A Q / N M S ). 

A d d i t i o n a l l y ,  t h e  a d m i n i s t r a t o r  w o u l d  h a v e  t h e  f l e x i b i l i t y  to a d d  
t o  t h a t  l i s t  as c o n d i t i o n s  d i c t a t e d .  M o s t  j u r i s d i c t i o n s  h a v e  a 
s i m i l a r  f o r m  of a d m i n i s t r a t o r  e x e m p t i o n  a p p r o v a l .
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T h e  b i l l  u p d a t e s  t h e  A l a s k a  S e c u r i t i e s  A c t  t o  b r i n g  i t  i n  l i n e  
w i t h  c u r r e n t  p r a c t i c e  a n d  t o  p e r m i t  c o o r d i n a t i o n  w i t h  n a t i o n a l  

e n f o r c e m e n t  a u t h o r i t i e s .  I u r g e  y o u r  s u p p o r t  o f  t h i s  m e a s u r e .



N A S iJ
National Aaaoclatlon of 
Securltlei Dollar*, Inc. 
' 735 K Street N W

March 19, 1991

Washington. 0 C. 2C006 
(202) 723-8000

B Y  F A X

The Honorable David Flnkelstein, Chairman
House Labor &  Commerce Committee
,*jaska State Legislature
titate Capitol
P.O. Box V
luneau, AJK 99811

RE: House Bill 210

Dear Chairman Flnkelstein:

On behalf of the National Association of Securities Dealers, Inc. (NASD), I am writing to urge 
your support of House Bill 210 to amend the Alaska Securities Act. The NASD is charged with the 
responsibility of regulating both the National Association of Securities Dealers Automated Quotation 
System (NASDAQ), which is the second largest securities market in the United States, and the over-the- 
counter securities markets. This task encompasses both regulation of virtually every broker/dealer firm 
in the country that conducts business with the public and the regulation and operation of the N A S D A Q  
system.

The N A S D  9trongly supports passage of H B  210 since lt Includes an important provision to 
exempt from state registration those securities that are listed on the N A S D A Q  National Market System 
(NMS). This legislation, like the Securities and Exchange Commission and the Federal Reserve, 
recognizes the equality cf securities listed on N M S  with those listed on the New York and American 
Stock Exchanges. Fassage of HB 210 also promotes uniformity with other states since. 41 states, to date, 
have provided this exemption for securities listed on NMS.

W e  urge you and your colleagues to favorably report this bill at the Labor &  Commerce 
Committee hearing scheduled for March 21, 1991. If you have any questions, please call me at (202)
728-8289.

Sincerely,

Frank J. Formica
Vice President
Office of Congressional and

State Liaison

cc: Mr. Larry Carroll
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National Association w! 
Securities Dealers, Inc.
1735 K Street, N.W. 
Washington, D.C. 20006 
(202) 728-8000

March 26, 1991

The Honorable Dave Donley, Chairman
House Judiciary Committee
Alaska State Legislature
State Capitol
P.O. Box V
Juneau, A K  99811

RE: House Bill 210

Dear Chairman Donley:

On behalf of the National Association of Securities Dealers, Inc. (NASD), I am writing to urge 
your support of House Bill 210 to amend the Alaska Securities Act. The N A S D  is charged with the 
responsibility of regulating both the National Association of Securities Dealers Automated Quotation 
System (NASDAQ), which is the second largest securities market in the United States, and the over-the- 
counter securities markets. This task encompasses both regulation of virtually every broker/dealer firm 
in the country that conducts business with the public and the regulation and operation of the N A S D A Q  
system.

The N A S D  strongly supports passage of H B  210 since it includes an important provision to 
exempt from state registration those securities that are listed on the N A S D A Q  National Market System 
(NMS). This legislation, like the Securities and Exchange Commission and the Federal Reserve, 
recognizes the equality of securities listed on N M S  with those listed on the New York and American 
Stock Exchanges. Passage of H B  210 also promotes uniformity with other states since 41 states, to date, 
have provided this exemption for securities listed on NMS.

W e  urge you and your colleagues to favorably report this bill when it is taken up by the Judiciary 
Committee. If you have any questions, please call me at (202) 728-8289.

Sincerely,

Frank J. Formica
Vice President
Office of Congressional and

State Liaison

cc: Mr. Larry Carroll
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Nancy R. Crossman 
General Counsel &
First Vice President

LaSalle at Van Duren 
Chicago, Illinois 60605 312 786-7502 

Fax: 312 766-7407

April 26, 1991

The Honorable Dave Donley 
Chairman
House Judiciary Committee 
State Capitol 
P.O. Box V
Juneau, AK 99811-0101

Re: House Bill 210

Dear Chairman Donley:

O n  b e h a l f  o f  t h e  C h i c a g o  B o a r d  O p t i o n s  E x c h a n g e ,  I n c . .  ( C B O E ) , I 
a m  w r i t i n g  t o  r e q u e s t  y o u r  s u p p o r t  f o r  H o u s e  B i l l  2 1 0  , a m e n d i n g  
t h e  A l a s k a  S e c u r i t i e s  A c t  o f  1 9 5 9 .

A m o n g  o t h e r  t h i n g s ,  t h e  l e g i s l a t i o n  w i l l  e x e m p t  f r o m  s t a t e  
r e g i s t r a t i o n  s e c u r i t i e s  l i s t e d  o r  a p p r o v e d  f o r  l i s t i n g  o n  t h e  C B O E .  
T h e  e x e m p t i o n  w i l l  p u t  C B O E  o n  e q u a l  f o o t i n g  w i t h  t h e  N e w  Y o r k  
S t o c k  E x c h a n g e  ( N Y S E ) , A m e r i c a n  S t o c k  E x c h a n g e  ( A M E X ) , M i d w e s t  

S t o c k  E x c h a n g e  ( M S E ) , a n d  P a c i f i c  S t o c k  E x c h a n g e  ( P S E ) , a l l  o f  
w h i c h  a r e  c u r r e n t l y  r e c o g n i z e d  u n d e r  A l a s k a ' s  e x c h a n g e  l i s t i n g  

e x e m p t i o n .  C B O E ' s  c r i t e r i a  f o r  l i s t i n g  s e c u r i t i e s  f o r  t r a d i n g  a r e  
e q u a l  o r  s u p e r i o r  t o  t h e  c r i t e r i a  o f  o t h e r  e x c h a n g e s  a l r e a d y  

r e c o g n i z e d  u n d e r  t h e  s t a t u t e .

S i n c e  F e b r u a r y  1 9 7 3 ,  t h e  C B O E  h a s  b e e n  r e g i s t e r e d  a s  a n a t i o n a l  
s e c u r i t i e s  e x c h a n g e  u n d e r  S e c t i o n  6 o f  t h e  E x c h a n g e  A c t  o f  1 9 3 4 ,  
a s  a m e n d e d .  U n t i l  r e c e n t l y ,  C B O E  h a s  l i s t e d  a n d  t r a d e d  o n l y  
s t a n d a r d i z e d  p u t  a n d  c a l l  o p t i o n s .  ( S u c h  o p t i o n s  a r e  e x e m p t  f r o m  
r e g i s t r a t i o n  u n d e r  A l a s k a ' s  " e q u a l  r a n k "  e x e m p t i o n  b e c a u s e  t h e  
s e c u r i t i e s  u n d e r l y i n g  s u c h  o p t i o n s  a r e  l i s t e d  a n d  t r a d e d  o n  t h e  
N Y S E  a n d  t h e  A M E X . )

O n  O c t o b e r  19, 1 9 9 0 ,  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n
a p p r o v e d  r u l e s  a l l o w i n g  t h e  C B O E  t o  l i s t  a n d  t r a d e  s t o c k s ,  w a r r a n t s  
a n d  o t h e r  s e c u r i t i e s  i n s t r u m e n t s .  A f t e r  r e v i e w i n g  C B O E ' s  l i s t i n g  
c r i t e r i a ,  r e g u l a t o r y  f u n c t i o n s ,  a n d  p r o p o s e d  s e c u r i t i e s  f o r  
l i s t i n g ,  a n  A d  H o c  M a r k e t p l a c e  C o m m i t t e e  o f  t h e  N o r t h  A m e r i c a n  

S e c u r i t i e s  A d m i n i s t r a t o r s  A s s o c i a t i o n  ( N A S A A )  i s s u e d  a r e p o r t  a t  
i t s  A p r i l  1 9 9 1  c o n f e r e n c e  r e c o m m e n d i n g  t h a t  t h e  s t a t e s  a c c o r d  C B O E  
a m a r k e t p l a c e  e x e m p t i o n .

The CNcogoBoard« Options
E x c h a n g e



P u r s u a n t  t o  l e g i s l a t i v e  o r  a d m i n i s t r a t i v e  a c t i o n ,  n e w  p r o d u c t s  
l i s t e d  o n  C B O E  a r e  c u r r e n t l y  e x e m p t  f r o m  r e g i s t r a t i o n  i n  22 
s t a t e s .  F i v e  s t a t e s ,  i n c l u d i n g  A l a s k a ,  h a v e  l e g i s l a t i o n  o r  
r u l e s  p e n d i n g  t o  a f f o r d  s u c h  r e c o g n i t i o n .  A n  a d d i t i o n a l  16 
s t a t e s  h a v e  a s s u r e d  C B O E  o f  r e c o g n i t i o n  a f t e r  t h e  i s s u a n c e  o f  
a  f a v o r a b l e  N A S A A  R e p o r t ,  w h i c h  a s  n o t e d  a b o v e ,  w a s  r e l e a s e d  

i n  A p r i l .

I t  s h o u l d  b e  n o t e d  t h a t  r e c o g n i z i n g  C B O E  i s  n o t  l i k e l y  t o  h a v e  
a n  a d v e r s e  e f f e c t  o n  s t a t e  r e v e n u e .  I f  a  s e c u r i t y  is 
q u a l i f i e d  t o  l i s t  o n  C B O E  a n d  C B O E  d o e s  n o t  h a v e  t h e  n e c e s s a r y  

e x c h a n g e  l i s t i n g  e x e m p t i o n s ,  t h e  s e c u r i t y  w o u l d  m o s t  l i k e l y  
b e  l i s t e d  o n  t h e  A M E X  o r  a n o t h e r  r e c o g n i z e d  e x c h a n g e  and.- 
t h e r e f o r e ,  w o u l d  n o t  b e  r e q u i r e d  t o  r e g i s t e r  i n  A l a s k a .  
H o w e v e r ,  a n o t h e r  a s p e c t  o f  t h e  p e n d i n g  b i l l s  c o u l d  p o s i t i v e l y  
i m p a c t  s t a t e  r e v e n u e s  —  t h e  a m e n d m e n t s  g r a n t i n g  t h e  
d e p a r t m e n t  o f  r e g u l a t i o n  a u t h o r i t y  t o  e s t a b l i s h  r e g i s t r a t i o n  
f e e s ,  w h i c h  w e  u n d e r s t a n d  h a v e  n o t  b e e n  a d j u s t e d  s i n c e  t h e  

1 9 5 0 ' s .

A l l  i n  al l ,  H B 2 1 0  w i l l  p r o m o t e  u n i f o r m i t y  a m o n g  t h e  s t a t e s  

i n  t h e  r e g u l a t i o n  o f  s e c u r i t i e s  a n d  w i l l  b e n e f i t  s t a t e  
r e v e n u e s  b y  a l l o w i n g  r e g i s t r a t i o n  f e e s  t o  b e  a d j u s t e d  t o  
r e f l e c t  t h e  c o s t  o f  t h e  s t a t e ' s  r e g u l a t o r y  f u n c t i o n .

We, t h e r e f o r e ,  r e s p e c t f u l l y  r e q u e s t  t h a t  y o u  a n d  y o u  

c o l l e a g u e s  f a v o r a b l y  a c t  o n  t h i s  b i l l  p r i o r  t o  t h e  M a y  
r e c e s s .  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  c o n t a c t  m e  a t  (312) 

7 8 6 - 7 5 0 2 .

S i n c e r e l y ,

N a n c y  R. C r o s s m a n  
F i r s t  V i c e  P r e s i d e n t  a n d  

G e n e r a l  C o u n s e l

cc: L a w r e n c e  P. C a r r o l l
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WALTER J. HICKEL, GOVERNOR

PO. BOX D
JUNEAU ALASKA 99811-0800 
PHONE: (907) 465-2500

April 26, 1991

The Honorable Dave Donley 
Chairman, House Judiciary 

Commi ttee 
Room 122, Capitol 
Pouch V
Juneau, AK 99811

Dear Representative Donley:

Re: HB 210, Amending the Alaska Securities Act

The House Judiciary Committee has before it House Bill 210, amending 
the Alaska Securities Act. Please be advised that the department 
would very much appreciate the committee's consideration and hearing 
on this bill. The legislation will permit the Division of Banking 
and Securities to revise securities fees which have not been modi­
fied since enactment of the Securities Act in 1955. In addition, 
the bill grants exemption from registration for certain securities 
listed on the National Automatic Quotation System (NASDAQ), as well 
as certain securities listed on the Chicago Board Options Exchange. 
These new exemptions are allowable in many jurisdictions and are 
needed to bring us mainstream with our fellow regulators.

This is a unique opportunity where industry is, in fact, supporting 
legislation which will result in increased fees and put us back in 
the middle of the road for securities regulation. This is important 
for us, and we would.appreciate your consideration.

Sincarejy,

Larry 0. Galloway 
Assistant Commissioner

L0G/LPC/jc4667q
042691b
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Nancy L. Nielsen 
Assistant Corporato Secretary

\ J f  C h a n g e

The ChicagoBoard
LaSalle at Van Buren
Chicago, Illinois 60605 312 786-7466

May 3, 1991

Federal Express

Dave Donley Representative Max F. Gruenberg, Jr.
Vice Chairman
House Judiciary Committee
State Capitol
P.O. Box V
Juneau, AK 99811

Chairman
House Judiciary Committee 
State Capitol 
P.O. Box V 
Juneau, AK 99811

Re: House Bill 210 

Gentlemen:

We understand that a hearing on the House Bill 210 is scheduled for Wednesday, May 
8, 1991. In connection with the hearing, we thought you might be interested in the 
enclosed report of the Ad Hoc Marketplace Committee of the North American 
Securities Administrators Association. The Committee conducted a due diligence study 
of the Chicago Board Options Exchange, the results of which are summarized in the 
report. As noted in Nancy Crossman's letter of April 26th, the Report, which 
recommended that the states accord CBOE a marketplace exemption, was delivered at 
the April NASAA Conference.

Sincerely

/fa ^ a -y  X -

Nancy L. Nielsen 
Assistant Corporate Secretary

cc: Hayden Kaden, Esquire w/enclosure
Lawrence P. Carroll
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MEMORANDUM

TO: NASAA 8oard of Directors
NASAA Members

FROM: Ad Hoc Marketplace Committee
DATE: March 8, 1991
RE: CBOE Exemption Request

In April, 1990, the Chicago Board Options Exchange ("CBOE-) began 
contacting state administrators to request that 1t  be treated as an exempt 
marketplace for purposes of the "exchange exemption." Subsequently, the NASAA 
Board established the Ad Hoc Marketplace Exemption Committee and directed it  
to review the request for an exemption for CBOE-Hsted securities, to make 
recommendations to the states with respect to that request, and to determine 
the appropriateness of entering into the Memorandum of Understanding Regarding 
a Model Marketplace Exemption with the CBOE. This document sets forth the 
findings and recommendations of the committee.

CRITERIA FOR MARKETPLACE EXEMPTIONS
In dealing with the CBOE request, the committee quickly recognized that 

in light of initiatives in other united States marketplaces and the 
globalization of the markets, 1t was necessary to consider the matter of 
marketplace exemptions from a broader perspective. Accordingly, the committee 
determined that its first task should be to establish criteria to apply to any 
marketplace seeking an exemption from state registration requirements.

The committee in itia lly  focused on the HOU which NASAA entered into with 
the NASD. That document essentially contains quantitative and qualitative 
listing criteria for issuers, plus a commitment to cooperate and share 
information. The Committee perceived this to be an excellent starting point, 
but has since developed additional minimum standards which deal with other 
aspects of a marketplace's operation.

As a result of the process briefly described above, the committee 
formulated the following four-part test which It  believes a marketplace should 
be required to meet to qualify for a marketplace exemption:

1 .  .Listing criteria. The 
Memorandum of Understanding with NASAA, w 
least as high as those Included in the

marketplace should be willing to execute a 
>1ch contains listing criteria at 

which NASAA executed with the NASD.MOU
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2. Products. Except for products which are subject to listing 
criteria In the MOD, the marketplace should only Include products which are 
not of significant regulatory concern from a corporate finance perspective

3. Customer protection. The marketplace should provide an adequate 
level of customer protection. This would Include mechanisms for handling 
customer complaints, reviewing sales practices, and Implementating 
disciplinary measures for violations. Rules and institutional mechanisms 
should be In place to protect customers from sales and trading abuses.

4. Surveillance. The marketplace should provide for minimum levels 
of surveillance. This standard will be deemed to have been met 1f  Securities 
and Exchange Commission oversight exists, and there Is satisfactory compliance 
with SEC standards. The Committee does not propose, at this time, that NASAA 
make an independent analysis of the surveillance systems of a marketplace, but 
rather that it  review SEC concerns and compliance.

EVALUATION OF C80E
In order to apply these criteria to C80E, as required by its charge, the 

committee took a number of steps. First, Susan Bryant and Craig Goettsch 
visited the CBOE headquarters on November 29, 1990. In the course of that 
visit, they toured the floor of the exchange and met some of its officers, its 
legal counsel, and key members of its Regulatory Services Division. The 
visiting committee members subsequently delivered a report of their 
observations to the full committee. Second, the committee received 
considerable written Information from CBOE concerning Its operations and 
procedures, as well as the products it  Intends to 11st. Indeed, much of ihe 
discussion 1n this memorandum of the more technical aspects of the CBOE's 
operation is taken from the information provided by the exchange. Third, the 
committee reviewed an SEC examination report on CBOE procedures.

With respect to the committee's evaluation of CBOE, 1t Is Important to 
note the Committee's expertise is in state corporate finance matters. 
Monitoring the operation of securities marketplaces 1s not a traditional state 
function, a fact which the committee does not propose to change. Similarly, 
state regulators generally have limited Involvement with certain types of 
products which CBOE Intends to lis t . Thus, to some extent, the 
recommendations set forth 1n this memorandum rest on the existence of SEC o [oversight and on the belief that some of the more exotic products to be listed 
ôn CBOE are not likely to involve individual Investors in general, and.small 

/investors in particular.
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The format for the rest of this memorandum will be as follows. There 
will be a brief background discussion of CBOE, to be followed by a section 
outlining the current status, In terms of state registration requirements, of 
the exchange and the options which trade there. After that, CBOE will be 
analyzed against each of the standards set forth above, namely: listing 
criteria, products, customer protection, and surveillance. Finally, the 
memorandum will summarize the committee's conclusions and set forth Its 
recommendations.

CBOE - BACKGROUND
CBOE is a national securities exchange registered as such under the 

Securities Exchange Act of 1934 and regulated by the SEC. CBOE was created 1n 
1973 by members of the Chicago Board of Trade, but is has always been an 
entity wholly independent of the Board of Trade. Prior to 1973, the only 
available stock options were non-standardized, unregistered options guaranteed 
by Individual brokerage firms and traded "over-the-counter.* CBOE Introduced 
trading 1n options with standardized terms that are Issued and guaranteed by a 
registered clearing agency and registered and regulated under the federal 
securities laws. Today standardized options are traded on five national 
securities exchanges including the New York Stock Exchange and the American 
Stock Exchange.

In 1980, CBOE acquired the Midwest Stock Exchange's options business. CBOE 
now lists options on over 200 widely-traded stocks. During 1990, over 60 
percent of all U.S. listed securities options trading took place at CBOE. CBOE 
also developed options on broad-based stock Indexes, a major Innovation In the 
securities markets. The first such Index, now known as the Standard and 
Poor's 100 Index (ticker symbol OEX), was Introduced on March 1 1 , 1983. OEX 
has become the most active Index product on the market, trading an average of 
over 275,000 contracts per day during fiscal 1990. CBOE also trades options 
on the Standard and Poor's 500 Index (SPX), the index that many U.S. money 
managers use as a benchmark for portfolio performance. During 1990, trading 
in these two Indexes at CBOE represented more than 91 percent of the total 
U.S. index option market.

Due to Increased volume 1n the early 1980s, CBOE outgrew its original 
trading facilities and 1n 1984 moved into Its own building which it  had 
designed and built. Trading fakes place 1n a 45,000 square foot space (the 
world's largest exchange trading floor) w1tn another floor of the same size 1n 
reserve. CBOE also appears to be well-capitalized. Total members' equity at 
June 30, 1990 stood at $58,070,000, with a working capital of almost 
$35,000,000.'

CURRENT STATUS
CBOE 1s currently exempt as a marketplace In 21 states pursuant to 

statute or rule* Only a few states would need a statutory amendment to 
provide for an exemption for CBOE.
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The standardized options currently listed on CBOE, like standardized 
options listed on the four other national securities exchanges that trade 
options, ire Issued by The Options Clearing Corporation ("OCC"), a clearing 
agency registered under.the Securities Exchange Act of 1934. 0CC-1ssued 
options are currently registered 1n Alabama, Maryland, Ohio and Virginia. In 
the remaining jurisdictions, options are sold 1n reliance upon one or more 
exemptions from registration.

In 21 states, CBOE is an approved exchange and options traded thereon 
are accordingly exempt under the exchange exemption. The exchange exemption 
is also applicable to OCC-issued options traded on CBOE in most states where 
CBOE 1s n it  currently a recognized exchange. This Is so because the typical 
exchange exemption applies to "any security listed or approved for listing  
upon notice of Issuance on [certain approved exchanges, which always Include
NVCE an d  A M £ X ] j  M y  o t h o r  r o c u r i i y  o f  th o  l e t u o r  w hlrh  f c  o f  c o n l n r  n rsubstantially equal rank'.* OCC-issued options listed on CBOE are of equal 
rank with other OCC-Issued options that are listed on NYSE and AMEX. 
Accordingly, CBOE-llsted options are exempt under the "equal rank" provision 
of the exemption.

The RUSA option exemption or some other form of option exemption Is 
applicable to OCC-listed options 1n states having such an exemption; and OCC- 
issued options listed on CBOE are generally eligible for the "blue chip" 
exemption 1n states having a "blue chip" exemption. Unique exemptions or 
special exemptive orders are applicable in three states.

LISTIN8 CRITERIA
At the time that CBOE initiated Its current effort to expand the number 

of states in which CBOE 1s recognized under the exchange exemption, CBOE had 
just filed with the SEC proposed rule changes that would permit CBOE to lis t  
common stocks and other securities In addition to standardized options. The 
listing criteria for stocks and other securities were substantially identical 
to the corresponding criteria of AMEX. CBOE has indicated that it  originally 
patterned its listing criteria after AMEX in part because it  was aware that 
AMEX is an approved exchange in virtually every state and therefore thought 
that AMEX criteria were.acceptable to state securities administrators.

Largely in response to s u b s e q u e n t  cements and concerns expressed by 
state administrators, CBOE amended its proposed standards to; (13 insure that 
CBOE standards would be at least equal to those of the NASOAQ/NMS in every 
respect and (11) make clear that CBOE's listing criteria *re strict minimum 
standards and not simply "guidelines." As originally filed, CBOE's listing 
criteria were referred to as "guidelines" which "will be considered in 
evaluating listing e lig ib ility  together with all other pertinent data." The 
final rules approved by the SEC state that "the Exchange has established 
certain numerical and other criteria (Rules 31.9 through 31.36), which Issuers 
will be required to meet." CBOE's listing criteria for each type of security 
that it  proposes to lis t are attached as Appendix 1 to this report.
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CBOE has Informed us that It  has never waived or made exceptions to Its 
criteria for the listing of options and that It has no committee for the 
purpose of considering such exceptions. CBOE has also said that 1t does not 
intend to make exceptions to Its criteria for the listing of other securities 
and that, as noted above, Its rules would not permit 1t to do so.

CBOE's listing standards also require delisting 1f  the minimum 
maintenance criteria are not met> Delisting proceedings would be Initiated 
promptly and would take about 20 days.

CBOE has agreed to enter Into a Memorandum of Understanding ("MQU") with 
NASAA substantially Identical to the HQU between NASAA and the NASD except 
that CBOE has agreed to an additional condition, which 1s described below, 
relating to new products. NASAA's purpose would be to "lock in11 minimum 
uniform listing criteria for a marketplace exemption*

CBOE PRODUCTS
CBOE currently lists only standardized put and call options. It  has also 

obtained unlisted trading privileges in 500 stocks listed on NYSE, AMEX and 
NASDAQ/NMS for the purpose of trading 1n “baskets" comprised of such stocks, 
although trading in such baskets has been discontinued. CBOE 1s the only 
options exchange that does not also trade stocks and other securities. CBOE 
has accordingly adopted listing standards for equity securities and certain 
other securities referred to below. CBOE cannot predict what proportion of 
its trading activity will be represented by any of the specific types of 
securities because that will depend upon Its success 1n attracting issuers. 
CBOE has stressed that the availability of the exchange exemption for its 
listed securities 1s an Important factor 1n attracting issuers. Its principal 
competitors, NYSE and AMEX, are able to offer exempt status In nearly every 
state.

CBOE's new listing standards, which were approved by the aEC 1n October 
of 1990, cover common stock, preferred stock, debt securities, stock warrants 
and currency and Index warrants. Listing standards covering certain unit 
investment trusts are pending SEC approval. Listing standards covering "other 
securities" were approved by the SEC in November, 1990. The "other 
securities" category corresponds to identical rules of NYSE and AMEX and 1s 
intended to cover "hybrid" securities having characteristics of more than one 
of the other categories of securities. The numerical listing criteria for 
"other securities" are generally higher than for equity securities and are 
similar to, and 1n some respects higher than, the standards applicable to 
index warrants. Although the rule gives the exchange some flex ib ility  1n 
listing securities with unique combinations of features, the SEC made clear in 
Its approval order that "the listing of securities that raise significant new 
regulatory issues would require a separate filing  with the Commission." At 
the request of the Committee, CBOE has agreed to furnish to NASAA and/or the 
states a copy of all Its SEC filings seeking to 11st new products, and this 
agreement w ill be set forth 1n the MOU.



MflR dZ '91 1/S49 b I HI Lh iULTfc. I 1UWH r. <

6 ■

Common Stocks. The exchange has prepared and printed a listing 
application and related Informational materials to be distributed to 
prospective listed companies. CBOE has sent out four such packets to date.

' CBOE anticipates that the most likely source for stock listings would be 
Midwestern companies.

Hybrid Debt Securities. CBOE currently expects to approve an 
application to lis t 2 ero-coupon SIP 500-Linked Notes that meet its listing 
criteria for bonds and debentures as well as the stricter criteria for "other 
securities." The securities are repayable at the option of the holder after 6 
months at a repurchase price linked to the SAP 500 Index. At maturity, the 
issuer 1s obligated to redeem the notes at the greater of their par value or 
the Index-linked repurchase price. These notes are Intended to provide the 
holder a potential participation 1n any appreciation of the S&P 500 Index over 
a five year period. These securities are an example of the hybrid securities 
Intended to be covered by CBOE's "other securities" category. In general, 
hybrid securities allow the investor to obtain in a single transaction risk 
and reward characteristics that would otherwise be obtainable only by the 
purchase or sale of a combination of traditional securities.

Index Warrants. QBOE anticipates that among the first securities that 
1t expects to lis t  under Its new listing criteria will be warrants. The 
Exchange 1s preparing to begin trading in various domestic and foreign stock 
index warrants. The Exchange has filed for, or obtained, SEC approval to 
trade warrants on the following stock indexes:

Compagnle des Agents de Change (CAC 40)
Deutscher Acktien Index (OAX)
Financial Times - Stock Exchange (FT-SE 100)
Standard and Poors 100 (S&P 100)
Standard and Poors 500 ( SAP 500)

Index warrants are securities based on the movement 1n a stock market 
Index. Warrant holders are entitled to receive an amount of cash determined 
by the difference between the current value of the Index at the time the 
warrant 1s exercised and the fixed exercise price of the warrant. There has 
been much recent growth.1n the trading of index warrants. Warrants on several 
foreign Indexes are now listed on AHEX, and NYSE has also proposed to lis t • 
Index warrants. AMEX-listed warrants are also traded on other exchanges 
pursuant to unlisted trading privileges, and CBOE Itself has been trading one 
such warrant on a UTP basis since January 1n order to test Its systems. CBOE 
believes that 1t Is 1n a good position to attract listings of Index warrants 
because of their similarity to standardized options. CBOE believes that these 
warrants have the characteristics of options, and will require that investors 
in Index warrants meet the same suitability requirements applicable to options 
customers. Risk disclosure and suitability requirements similar to those 
applicable to options trading are also being required by the SEC, and approval 
to trade warrants on domestic .indexes will not be granted until the risk 
disclosure'procedures have been approved.
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CBOE's listing standards for Index warrants are the same as those of the 
AMEX and are actually higher than the listing standards for Issuers of conmon 
stock. They require that: (1) the Issuer shall have assets 1n excess of 
$100,000,000 and otherwise substantially exceed the Exchange's size and 
earnings requirements; (2) the term of the warrants shall be for a period 
ranging from one to five years from the date of Issuance; and (3) the minimum 
public distribution of such Issues shall be 1,000,000 warrants together with a 
minimum of 400 public holders, and have an aggregate market value of 
$4,000,000. ^

Index warrants have been'Issued primarily by sovereign governments such 
as the Kingdom of Denmark and the Republic of Austria, and by Investment 
banking firms such as Saloman, Paine Webber, and Merrill Lynch. Other 
entitles could issue Index warrants so long as they meet CBOE's listing  
standards.

Unit Investment Trusts. CBOE also has proposed listing standards for 
unit Investment trusts. CBOE has Indicated to the committee that these 
standards are Intended primarily to permit the listing of “Superjhares",^ 
product which they have been developing for some time. Super Shares are 
securities consisting oF'four components that may be traded separately: 
Appreciation Super Shares, which provide leveraged participation in market 
advances; Priority Super Shares, which provide additional Income 1n flat or 
declining markets; Protection Super Shares, which provide protection for a 
stock portfolio in a market decline of up to 30 percent; and Income and 
Residual Super Shares which provide additional income 1n flat or rising 
markets. Super Shares are Intended to allow sophisticated Investors to 
separate (and to retain or dispose of) specific elements of the risk and 
return characteristics of a portfolio of stocks that replicates the S&P 500. 
Applications to register Super Shares have been filed 1n many states, and they 
are s t ill under review at the SEC.

CBOE has emphasized that Its listing standards for unit Investment 
trusts are Intended to provide only for the listing of Super Shares and 
perhans other Innovative products of a generally similar nature. CBOE has 
emphasized that 1t does not intend to lis t traditional unit investment trusts 
of the type that are now registered in large numbers in many jurisdictions.

It  should be noted that Innovative products such as Index warrants and 
unit Investment trusts are not only subject to the disclosure requirements 
under the Securities Act of 1933, but they are also subject to substantive 
review by the SEC under the Securities Exchange Act of 1934. The products are 
intended for sophisticated Invertors with specific Investment objectives, and 
they will be subject to the same suitability requirements that apply to 
trading in standardized options. CBOE's listing standards for these products 
are the same as those of the AHEX and require the Issuer to meat financial 
requirements that are generally higher than the requirements applicable to 
Issuers of common stocks. CBOE believes that there Is demand for Innovative 
products and that It  1s a preferred marketplace for such Instruments. CBOE 
also believes, however, that potential Issuers of these securities as well as 
Issuers of stock and debt securities will likely lis t  on NYSE or AMEX i f
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listing on CBOE Involves the expense end potential delay of numerous state 
registrations when the securities would Jbe exempt 1 f  listed on those 
exchanges.

TRADING SYSTEMS AND CUSTOMER PROTECTION
Host option classes listed at CBOE are traded 1n an open outcry system 

where certain members of the Exchange may trade as market-makers. Market- 
makers provide liquidity 1n option trading by risking their own capital for 
personal trading, and are the backbone of CBOE's trading system. They take 
the opposite side of public orders by competing in an open outcry auction 
market. Floor brokers, on the other hand, act only as agents, executing 
orders for others. ' "Dual trading," which refers to a member simultaneously 
trading for his own account and for customers, Is prohibited at the CBOE in 
that a market-maker may not also act as a floor, broker In the same or a 
related class of options on the same business day.

Although Institutional participation has Increased 1n recent years, the 
principal users of the securities options markets are retail customers.
CBOE's rules provide special protections for the transactions of those 
customers. For example, CBOE recently developed the RAES system, which 
provides for computerized and automatic execution of smaller customer orders 
on a priority basis. RAES acts much like the NASD's SOES system. The Retail 
Automatic Execution System (RAES) automatically executes 10-contracts or less 
customer market orders and marketable limit orders at the prevailing market 
quote in the most active series. RAES provides retail customers with a 
guaranteed firm quote, Instantaneous turnaround time to the originating branch 
office, and reduces member firms' execution, f i l l  reporting and trade match 
costs. It  makes CBOE's price reporting more timely and efficient while 
facilitating an accurate time and sales audit trail. RAES executes one 1n 
five customer orders at CBOE.

Another development took effect 1n July, 1989, when the SEC approved a 
CBOE rule filing  which codified the "Fima Quote" program, a policy which had 
been in effect since June, 1988. Under this rule, which applies only to non­
broker/dealer orders for options which expire In the two near-term trading 
months, the trading crowd (made up of "market-makers") Is required (except 
during trading rotations and fast markets) to f i l l  at least 10 contracts of a 
customer order at the posted bid or offer when the order reaches the crowd.
In conjunction with the firm quote rule, CBOE instituted rule changes that 
narrowed the b1d/ask spreads that are allowed under normal market conditions. 
Additionally^ public customer H»1t orders that are not close to the current 
market quote are routed to the "public limit order" book. The public limit 
order book is available only to public customers at CBOE. Market orders that 
arrive prior to the opening and limit orders are the only types of orders 
accepted In the book and have priority over all other similar orders from the 
trading crowd at a given price. Exchange-employed order book officials 
execute the orders In the book and are prohibited from trading for their own 
account. The book's highest bid, lowest offer and the size or those orders



9

are displayed to market-makers on the trading floor. Orders on the book are 
executed on a f1rst-1n/f1rst-out basis at each price, regardless of the 
order's size.

CBOE has Informed us that during the "mini crash" of October, 1989 CBOE 
honored all orders on the public customer order book at the opening prices 
even though the large number of orders placed on the book at the opening could 
not be sorted and effected at the opening 1n an orderly manner. In so doing, 
CBOE Incurred a loss of over $2.5 million from assigning opening prices to 
such orders as 1f  they had been effected at the opening prices when 1n fact 
the orders had to be executed 1n the rising market after the opening. CBOE 
has continued to automate Its systems by expanding the use of the electronic 
order book In order to avoid another such loss 1n the future.

SEC OVERSIGHT
Prior to our v is it, the Committee reviewed the most recent SEC 

inspection report of CBOE surveillance and the response of CBOE to that 
Inspection. The SEC had raised two areas of critical concern. Firstly, they 
asked whether the Implementation of the CBOE's Comprehensive Automated 
Surveillance System, termed The Market Surveillance Systems ("MSS"), was on 
track. Management of CBOE reported to us that the MSS Is on track with all 
three areas mentioned by the SEC after their November, 1988 inspection being 
completed within time lines promised by the CBOE. "Front running" was 
completed in December of 1989; "Mini-manipulation" and "capping and pegging" 
were operational In March and May of 1990 respectively, and 1t  Is expected 
that MSS will be operational for index options surveillance by May of 1991.

The second SEC concern pertained to audit trails. CBOE has responded to 
this concern by adopting a new rule providing for sunroary fines. On page 
three of their response letter to ths SEC there Is a chart of these fines. 
There has also been a recidivism provision added to this system to escalate 
fines for repeat offenders. A rule was adopted 1n December, 1989 which 
Imposes a fine 1 f  fewer than 70X of a trader's reported times are accurate. 
Another provision of the rule imposes a $1000 fine I f  fewer than 50% of a 
trader's OEX trades are reported with the required degree of accuracy. More 
stringent parameters are being added for all classes of options. From 
September 21st to October 20th, 69 people were fined pursuant to this rule. 
From October 21st to November 20th, only 27 people were fined. CBOE has more 
recently received a letter from the SEC which says they are doing well, but 
could continue to Improve. The letter was not pursuant to an audit but was 
limited to a review of accuracy rates. CBOE has filed rules requiring that 
the percentage of mistakes go down from 30 percent to 25 percent. They later 
cut that figure to 20 percent.

SURVEILLANCE AND REGULATION
The Regulatory Services Division of CBOE consists of 89 people. A 

current summary of the structure and functions of the Regulatory Services 
Division was provided to us by the exchange and 1s attached as Appendix 2.
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CBOE's Department of Compliance Investigates sales practice violations 
and terminations. The most frequent complaints Involve suitability or 
unauthorized use of discretion. The exchange receives approximately 30 
notifications of termination per month, of which about 10% Involve customer 
complaints. Complaints of sales practice abuses are responded to Immediately 
1n writing. The customer Is advised that the complaint 1s under review and 
that the exchange cannot award compensation to customers, although the 
exchange's arbitration facilities are available to customers seeking to 
recover losses. Seles practice cases average 7 to 12 months from the 
beginning of the Investigation before going to the Business Conduct Committee.

CBOE 1s an active participant in the Options Self Regulatory Council. 
Other participants in the Council Include representatives of the American 
Stock Exchange, Midwest Stock Exchange, National Association of Securities 
Oealers, New York Stock Exchange, Philadelphia Stock Exclunge and Pacific 
Stock Exchange, The Council facilitates an eoultable distribution of 
regulatory responsibilities for all aspects or the sales practices of 
organizations that are members of more than one exchange or the NASD. The 
Councllalso acts as a forum for the development, revision or interpretation 
of rules and regulations In an effort to ensure consistent enforcement of such 
rules and regulations. Tho council coordinates yearly examinations and 
investigations of such matters as terminations for cause and customer 
complaints. For such purposes, each firm 1s assigned to one of four 
Designated Options Examining Authorities (CBOE, AMEX, NASD, or NYSE) and It  1s 
reassigned every two years. Routine examinations are performed primarily at 
the firm's main office, extending to the branch office level on an "as needed** 
basis. Routine examinations include such matters as supervision of branch 
offices by the main office,, account approvals, and suitability of trading.

The exchange's Department of Market Regulation investigates possible 
violations of exchange and SEC rules governing business conduct on the trading 
floor, supports exchange committees which deal with floor policies to Insure 
compliance with the rules, and educates the exchange membership and the public 
regarding trading floor rules and policies. At February 12, 1991 the total 
number of open investigations was 164. The average number of customer 
complaints received per month during 1990 was 10. As 1n the case of sales 
practice violations, customers are sent an acknowledgment letter Immediately 
upon receipt of the complaint advising them of the exchange's procedures. 
Customer complaints 1n which the staff determines there 1s no apparent rule 
violation are generally closed within two weeks of receipt. Cases In which 
the staff believes that there may be a rule violation take an average of about 
8 months before they are reviewed by the Business Conduct Committee. The 
SEC's August 23, 1989 Inspection letter states: “The 1988 Inspection found 
that, overall, the CBOE surveillance, Investigatory and disciplinary programs 
for trading abuses continue to function effectively."

The exchange's Business Conduct Committee Is similar to that of the 
NASD. This committee determines, based on staff Investigations and 
recommendations, when probable cause exists to bring charges of rule 
violations, authorizes charges against members, and either settles or holds 
hearings with regard to those violations. For sales practice violations 1t
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can take up to a maximuto of two years from Initiation to resolution of the 
problems. The Business Conduct Coinmittee has used consent procedures very 
successfully to expedite a resolution. A chart favorably comparing the number 
of actions taken and sanctions Imposed by CBOE with other SROs was provided.

CBOE also participates 1n the Intennarket Surveillance Group (“ISG"), 
which Is comprised of tne major national securities exchanges with the major 
conwodltles exchanges and certain foreign exchanges as affiliated members. The 
ISG was created originally to serve as a forum to negotiate routine sharing of 
Information between exchanges for regulatory purposes. It  also serves as a forum1 • 
for negotiating uniform rules and regulatory policies when appropriate. The 
CFTC and SEC staff also attend these meetings.

CBOE has worked actively with Florida, California and Wisconsin, as well 
as with NASAA, to provide training for securities department staff. CBOE 1s 
currently assisting the Colorado Securities Department In connection with a 
large case Involving options trading by an Investment advisor (over whom the 
CBOE had no jurisdiction). CBOE has indicated its willingness to share 
complaint information with the states as it  is authorized under Its rules to do 
and otherwise to cooperate with the regulatory activities of the states. It 
should also be noted that CBOE disciplinary decisions are reported on the CRO 
system on Form U-6.

CONCLUSIONS

The committee developed a four-part test to determine whether to recommend 
that NASAA execute an MOU with CBOE and whether states should accord the 
exchange a marketplace exemption. After applying that test, we are satisfied 
that an MOU should be executed and that the exchange should be granted the 
exemption.

CBOE's listing criteria natch those of NASDAQ-NMS, and CBOE is more than 
willing to enter Into an MOU and to include a notice requirement in the event it  
takes steps to lis t  new products. Has.t_Qf__the_products.j;urrentlyJUsted_or 
planned for listing are not subject, to .state jregistrati on review, Moreover, 
those products, particularly options' and index warrants, raise market 
regulation, rather than traditional corporate finance issues.

From a regulatory-perspective, CBOE operates much like the NASD, with a 
business conduct committee and a separate regulatory division. Restrictions on 
certain types of trading practices, along with systems like the SOES, provide 
further consumer protection. In addition, the regulatory and surveillance 
systems are subject to SEC audit and oversight. Finally, CBOE welcomes visits 
by state administrators to examine its operations and 1t 1s prepared to 
cooperate with the states 1n handling Investigations and customer complaints.

For the reasons stated above, the committee recommends that:
1 ,  NASAA execute an HQU with CBOE; and
2. States accord CBOE a marketplace exemption
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SUMMARY O F CBOE REGULATORY AND LE G A L FU N C TIO N S

T h e  f o l l o w i n g  m e m o r a n d a  p r o v i d e  p r o f i l e s  o f  t h e  r e g u l a t o r y ,  l e g a l  
a n d  e n f o r c e m e n t  p r o g r a m s  o f  t h e  C h i c a g o  B o a r d  O p t i o n s  E x c h a n g e  
(" E x c h a n g e * 1 o r  "CBOE") , p r i m a r i l y  as t h e s e  p r o g r a m s  r e l a t e  t o  t h e  
d i s c i p l i n a r y  p r o c e s s .

REGULATORY STRUCTURE

T h e  E x c h a n g e  is a s e l f - r e g u l a t o r y  o r g a n i z a t i o n  ("SRO"), s u b j e c t  t o  
t h e  o v e r s i g h t  a u t h o r i t y  of  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n  
(•'SEC") . T h e  E x c h a n g e  i s  r e s p o n s i b l e  t o  e n f o r c e  c o m p l i a n c e  b y  its 
m e m b e r s  w i t h  S E C  rules, p r o v i s i o n s  o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  
o f  1 9 3 4  (the " A c t " ) , F e d e r a l  R e s e r v e  B o a r d  c r e d i t  r e q u i r e m e n t s ,  a n d  
t h e  r u l e s  o f  t h e  E x c h a n g e .  T h e  R e g u l a t o r y  S e r v i c e s  D i v i s i o n ,  w h i c h  
is s e p a r a t e  f r o m  t h e  L e g a l  D i v i s i o n ,  p e r f o r m s  t h e  s u r v e i l l a n c e ,  
e x a m i n a t i o n  a n d  i n v e s t i g a t i v e  f u n c t i o n s  of t h e  s e l f - r e g u l a t o r y  
p r o c e s s .  T h e  D i v i s i o n  a l s o  p l a y s  a v i t a l  r o l e  in t h e  d e v e l o p m e n t  
o f  new, a n d  t h e  m o d i f i c a t i o n  o f  e x i s t i n g ,  r u l e s  a n d  p o l i c i e s  t o  
e n s u r e  r e a s o n a b l e  a n d  e f f e c t i v e  r e g u l a t i o n  o f  t h e  o p t i o n s  m a r k e t s .

W h e n  it is t h e  D i v i s i o n ' s  b e l i e f  t h a t  p r o b a b l e  c a u s e  e x i s t s  f o r  
d e t e r m i n i n g  t h a t  a v i o l a t i o n  of  E x c h a n g e  o r  o t h e r  r e l e v a n t  r u l e s  
h a s  o c c u r r e d ,  t h e  D i v i s i o n  p r e s e n t s  a w r i t t e n  c a s e  t o  t h e  B u s i n e s s  
C o n d u c t  C o m m i t t e e  ("BCC"), a l o n g  w i t h  a r e c o m m e n d a t i o n  t h a t  a 
S t a t e m e n t  of C h a r g e s ,  o r  s o m e  l e s s e r  a c t i o n ,  b e  a u t h o r i z e d  b y  t h e  
BCC. S h o u l d  t h e  B C C  a u t h o r i z e  C h a r g e s ,  t h e  D i v i s i o n  s u p p o r t s  t h e  
e f f o r t s  o f  t h e  L e g a l  D i v i s i o n ' s  O f f i c e  of  E n f o r c e m e n t  i n  its 
s e t t l e m e n t  n e g o t i a t i o n s ,  a n d  g e n e r a l l y  a c t s  as t h e  e x p e r t  w i t n e s s  
for t h e  E n f o r c e m e n t  s t a f f  in a h e a r i n g .

B o t h  t h e  R e g u l a t o r y  S e r v i c e s  D i v i s i o n  a n d  t h e  O f f i c e  o f  E n f o r c e m e n t  
a r e  s u b j e c t  t o  r o u t i n e  i n s p e c t i o n s  b y  t h e  S E C ' s  D i v i s i o n  of M a r k e t  
R e g u l a t i o n ,  w h i c h  o v e r s e e s  E x c h a n g e  e f f e c t i v e n e s s  a s  a n  SRO. T h e  
S E C  s t a f f  r e v i e w  a n d  c o m m e n t  u p o n  t h e  p r o c e d u r e s  u s e d  i n  t h e  
r e g u l a t o r y  a n d  e n f o r c e m e n t  p r o c e s s ,  as  w e l l  as t h e  r e s u l t s  o f  c a s e s  
b r o u g h t  b e f o r e  t h e  BCC.



T h e r e  a r e  f o u r  d e p a r t m e n t s  i n  t h e  R e g u l a t o r y  S e r v i c e s  D i v i s i o n .  
T h e  b r e a k d o w n  o f  t h e  r e g u l a t o r y  ar e a s ,  b y  f u n c t i o n  a n d  p e r s o n n e l  is 
as f o l l o w s :

R E G U L A T O R Y  S E R V I C E S  D I V I S I O N  - D E P A R T M E N T  O F  F I N A N C I A L  C O M P L I A N C E

T h e  D e p a r t m e n t  o f  F i n a n c i a l  C o m p l i a n c e  is r e s p o n s i b l e  for e n f o r c i n g  
t h e  f i n a n c i a l ,  m a r g i n ,  b o o k s  a n d  r e c o r d s  r e q u i r e m e n t s  of t h e  SEC, 
F e d e r a l  R e s e r v e  B o a r d  a n d  t h e  E x c h a n g e ,  w i t h  r e s p e c t  t o  t h o s e  
b r o k e r - d e a l e r s  f o r  w h i c h  C B O E  is  t h e  d e s i g n a t e d  e x a m i n i n g  a u t h o r i t y  
( " D E A " ). T h i s  is a c c o m p l i s h e d  t h r o u g h  f i n a n c i a l  m o n i t o r i n g ,  
r o u t i n e  e x a m i n a t i o n s  a n d  s p e c i a l  i n v e s t i g a t i o n s .

T h e  f i n a n c i a l  m o n i t o r i n g  p r o g r a m  i n c l u d e s  a d a i l y  n e t  c a p i t a l  
c o m p u t a t i o n  f o r  c l e a r i n g  m e m b e r s ,  t o  i n s u r e  t h a t  t h e  n e t  c a p i t a l  is 
s u f f i c i e n t  t o  m e e t  S E C  a n d  E x c h a n g e  m i n i m u m  r e q u i r e m e n t s .  T h e  
D e p a r t m e n t  a l s o  m o n i t o r s  d e f i c i t  m a r k e t  m a k e r  a c c o u n t s  to  d e t e r m i n e  
t h a t  a p p r o p r i a t e  n o t i f i c a t i o n  h a s  b e e n  r e c e i v e d  o r  l i q u i d a t i o n  is 
p r o c e e d i n g .  T h e  D e p a r t m e n t  r e v i e w s  o n  a m o n t h l y  basis, t h e  
f i n a n c i a l  s t a t e m e n t s  a n d  n e t  c a p i t a l  c o m p u t a t i o n s  (the F O C U S  
R e p o r t )  s u b m i t t e d  b y  m e m b e r s  s u b j e c t  to  t h e  S E C  n e t  c a p i t a l  rule. 
A d d i t i o n a l l y ,  t h e  D e p a r t m e n t  r e v i e w s  t h e  h a i r c u t  m e t h o d o l o g i e s  u s e d  
b y  m e m b e r  f i r m s  a n d  m o n i t o r s  t h e  r i s k  a n a l y s i s  p r o c e d u r e s  o f  m a r k e t  
m a k e r  c l e a r i n g  firms.

T h e  D e p a r t m e n t  c o n d u c t s  r o u t i n e  a n n u a l  e x a m i n a t i o n s  w h i c h  f o c u s  on 
t h e  f o l l o w i n g  are a s :  n e t  c a p i t a l ,  s t a t u s  o f  t h e  b o o k s  a n d  r e c o r d s ,  
c u s t o m e r  p r o t e c t i o n ,  m a r g i n ,  f i n a n c i a l  r e p o r t i n g ,  p r o p r i e t a r y  
t r a d i n g ,  r i s k  c o n t r o l  a n d  o p e r a t i o n a l  e f f i c i e n c y .  A d d i t i o n a l  
i n s p e c t i o n s  a r e  p e r f o r m e d  if p r o b l e m s  a r i s e  a t  a p a r t i c u l a r  firm. 
T h e  D e p a r t m e n t  c o n d u c t s  j o i n t  e x a m i n a t i o n s  w i t h  t h e  N Y S E  a n d  
c o o p e r a t e s  w i t h  t h e  C M E  a n d  C B O T  in t h e i r  e x a m  p r o g r a m s .  T h e  
D e p a r t m e n t  a l s o  c o n d u c t s  e x a m s  o n  a c o n t r a c t  b a s i s  f o r  o t h e r  S R O ' s  
w h i c h  h a v e  n o  e x a m i n i n g  a u t h o r i t y .

T h e  D e p a r t m e n t  w o r k s  w i t h  s t a f f  m e m b e r s  o f  t h e  S E C  a n d  F e d e r a l  
R e s e r v e  B o a r d  t o  i n t e r p r e t  a n d  d e v e l o p  f i n a n c i a l  r e g u l a t i o n s  a n d  to 
s e e k  r e l i e f  w h e r e  a p p r o p r i a t e .  I n t e r p r e t i v e  a d v i c e  is p r o v i d e d  to 
m e m b e r s  a n d  n o n - m e m b e r s  o n  a r e g u l a r  bas i s .

T h e  D e p a r t m e n t  p r o v i d e s  i n p u t  t o  t h e  E x c h a n g e ' s  C l e a r i n g  P r o c e d u r e s  
C o m m i t t e e  a n d  p r o v i d e s  s u p p o r t  f o r  t h e  a d m i n i s t r a t i o n  of  t h e  
B u s i n e s s  C o n d u c t  C o m m i t t e e .  It a l s o  p a r t i c i p a t e s  in t h e  S e c u r i t i e s  
I n d u s t r y  A s s o c i a t i o n ' s  N e t  C a p i t a l  C o m m i t t e e  a n d  C r e d i t  D i v i s i o n ,  
a n d  t h e  I n t e r m a r k e t  F i n a n c i a l  S u r v e i l l a n c e  G r o u p ,  w h i c h  i n c l u d e s  
all U.S. s e c u r i t i e s  a n d  c o m m o d i t i e s  e x c h a n g e s .

R E G U L A T O R Y  S E R V I C E S  D I V I S I O N  - D E P A R T M E N T  O F  C O M P L I A N C E

T h e  D e p a r t m e n t  o f  C o m p l i a n c e  is r e s p o n s i b l e  f o r  m o n i t o r i n g  
a d h e r e n c e  t o  s a l e s  p r a c t i c e  r u l e s  b y  m e m b e r  f i r m s  a n d  t h e i r  
a s s o c i a t e d  p e r s o n s .  T h e  D e p a r t m e n t ' s  m a i n  t a s k s  in e n f o r c i n g  t h e  
s a l e s  p r a c t i c e  r u l e s  (set f o r t h  in  C h a p t e r  9 o f  t h e  E x c h a n g e ' s  
rules) a r e  a s  f o l l o w s :



E n s u r e  s a l e s  p r a c t i c e  c o m p l i a n c e  b y  c o n d u c t i n g  p e r i o d i c  
e x a m i n a t i o n s  o f  m a i n  a n d  b r a n c h  o f f i c e s  o f  m e m b e r  f i r m s  f o r  w h o m  
C B O E  is t h e  D e s i g n a t e d  O p t i o n s  E x a m i n i n g  A u t h o r i t y  ( " D O E A " ) . C B O E  
is o n e  o f  f o u r  a u t h o r i z e d  D O E A ' s .

P a r t i c i p a t e  in t h e  O p t i o n s  S e l f - R e g u l a t o r y  C o u n c i l ,  t o  a l l o c a t e  
s a l e s  p r a c t i c e  r e g u l a t o r y  r e s p o n s i b i l i t i e s  a m o n g  s e l f - r e g u l a t o r y  
o r g a n i z a t i o n s ,  a n d  t o  i n s u r e  u n i f o r m  s a l e s  p r a c t i c e  ru l e s .

C o n d u c t  s a l e s  p r a c t i c e  i n v e s t i g a t i o n s  o f  m e m b e r  f i r m s  a n d  p e r s o n s  
a s s o c i a t e d  w i t h  m e m b e r  firms, i n c l u d i n g  i n v e s t i g a t i o n s  i n i t i a t e d  b y  
c o m p l a i n t s ,  m a t t e r s  d i s c o v e r e d  d u r i n g  e x a m i n a t i o n s ,  r e f e r r a l s ,  a n d  
n o t i f i c a t i o n s  o f  t e r m i n a t i o n s  a n d  c l a i m s  (i.e., U- 5 ,  R E - 3
n o t i f i c a t i o n s ) . M a j o r  a r e a s  o f  c o n c e r n  a r e  u n s u i t a b l e
r e c o m m e n d a t i o n s ,  i n a p p r o p r i a t e  r i s k  d i s c l o s u r e ,  u n a u t h o r i z e d  
t r a d i n g ,  i m p r o p e r  u s e  o f  d i s c r e t i o n ,  e x c e s s i v e  t r a d i n g ,  l a c k  o f  
s u p e r v i s i o n .

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

P a r t i c i p a t e  in  d e v e l o p m e n t  o f  a p p r o p r i a t e  e x a m i n a t i o n s  t o  a s s u r e  
m i n i m u m  l e v e l  o f  c o m p e t e n c y  o f  r e g i s t e r e d  r e p r e s e n t a t i v e s ,  
i n c l u d i n g  d e v e l o p m e n t  a n d  m a i n t e n a n c e  of  e x a m i n a t i o n  S e r i e s  4, 5, 
7, 8, 15.

P r o v i d e  i n f o r m a l  i n t e r p r e t i v e  a d v i c e  to  m e m b e r  f i r m s  o n  r u l e s  
c o m p l i a n c e ,  i n c l u d i n g  a s s i s t a n c e  in d e v i s i n g  a p p r o p r i a t e  
s u p e r v i s o r y  s t r u c t u r e s  a n d  c o m p l i a n c e  w i t h  E x c h a n g e  r u l e s  a n d  
p r o v i s i o n s  o f  t h e  Act.

R E G U L A T O R Y  S E R V I C E S  D I V I S I O N  - D E P A R T M E N T  O F  M A R K E T  S U R V E I L L A N C E

T h e  p u r p o s e  o f  t h e  D e p a r t m e n t  o f  M a r k e t  S u r v e i l l a n c e  is t o  d e t e c t  
v i r t u a l l y  a l l  t y p e s  o f  t r a d i n g - r e l a t e d  v i o l a t i o n s ,  b o t h  o n  a n d  o f f  
t h e  fl o o r ,  i n c l u d i n g  i m p r o p e r  a c t i v i t y  i n v o l v i n g  r e l a t e d  m a r k e t  
p l a c e s .  M a j o r  a r e a s  o f  e f f o r t  a r e  d i s c u s s e d  b e l o w .

S t o c k  a n d  o p t i o n  a c t i v i t y  a r e  c o m p a r e d  a n d  e v a l u a t e d  t o  d e t e c t  
s t o c k \ o p t i o n  m a n i p u l a t i o n ,  n o t a b l y  c a p p i n g ,  p e g g i n g  a n d  
m a n i p u l a t i o n ,  a s  w e l l  as  to  d e t e c t  p o s s i b l e  f r o n t - r u n n i n g .  T r a d i n g  
o f  i n d e x  o p t i o n s ,  i n d e x  f u t u r e s  a n d  s t o c k  p r o g r a m  t r a d e s  a r e  
m o n i t o r e d  t o  d e t e c t  p o t e n t i a l  m a n i p u l a t i o n  o r  m i s u s e  o f  n o n - p u b l i c  
i n f o r m a t i o n .

T r a d i n g - f l o o r  r e l a t e d  a b u s e s  w h i c h  a r e  m o n i t o r e d  i n c l u d e ,  b u t  a r e  
n o t  l i m i t e d  to, p r e - a r r a n g e d  t r a d i n g ,  a b u s e  o f  e r r o r  a c c o u n t s ,  
m a r k i n g ,  f a i l u r e  t o  a d h e r e  t o  m a r k e t - m a k e r  o b l i g a t i o n s ,  m a r k e t -  
m a k e r s  e n t e r i n g  o r d e r s  f r o m  o f f - f l o o r ,  b o o k  e x e c u t i o n s  o f  f i r m  a n d  
m a r k e t - m a k e r  o r d e r s ,  d u a l  r e p r e s e n t a t i o n  o f  o r d e r s / m a r k e t - m a k e r  in



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

T h e  D e p a r t m e n t  e x a m i n e s  s i g n i f i c a n t  a c t i v i t y  in c u s t o m e r ,  f i r m  a n d  
m a r k e t - m a k e r  a c c o u n t s  p r i o r  t o  i m p o r t a n t  n e w s  a n n o u n c e m e n t s  in 
o r d e r  t o  d e t e c t  p o s s i b l e  i n s i d e r  t r a d i n g .  A s  m o s t  s u c h  s u s p i c i o u s  
a c t i v i t y  o c c u r s  in c u s t o m e r  a c c o u n t s ,  s u c h  a c t i v i t y  is g e n e r a l l y  
r e f e r r e d  t o  t h e  S E C  f o r  f u r t h e r  r e v i e w .

M o s t  t y p e s  o f  p o t e n t i a l  v i o l a t i o n s  a r e  r e f e r r e d  t o  t h e  D e p a r t m e n t  
o f  M a r k e t  R e g u l a t i o n  f o r  f o r m a l  i n v e s t i g a t i o n .  H o w e v e r ,  t h e  
D e p a r t m e n t  h a s  c o m p l e t e  r e s p o n s i b i l i t y  f o r  d e t e c t i o n  a n d  
p r e s e n t a t i o n  t o  t h e  C o m m i t t e e  of  p o s i t i o n  limit, e x e r c i s e  limit, 
a n d  i n d e x  e x e r c i s e  a d v i c e  v i o l a t i o n s .  I n  a d d i t i o n ,  t h e  d e p a r t m e n t  
s p e a r h e a d e d  d e v e l o p m e n t ,  a n d  i s  r e s p o n s i b l e  f o r  a d m i n i s t r a t i o n ,  of 
a r e c e n t l y  a d o p t e d  s u m m a r y  f i n e  p r o g r a m  f o r  f a i l u r e  t o  r e c o r d  
a c c u r a t e  t i m e s  o f  t r a d e s  o r  f a i l u r e  t o  s u b m i t  t r a d e s  t o  p r i c e  
r e p o r t i n g .  T h e  D e p a r t m e n t  w i l l  p r e s e n t  e g r e g i o u s  a n d  r e c i d i v i s t  
v i o l a t i o n s  t o  t h e  C o m m i t t e e .

In a d d i t i o n  t o  its v i o l a t i o n - d e t e c t i o n  role, T h e  D e p a r t m e n t  
p r o v i d e s  s t a f f  s u p p o r t  t o  t h e  E x e m p t i o n  C o m m i t t e e ,  a d m i n i s t e r s  t h e  
c u s t o m e r  i n d e x  h e d g e  e x e m p t i o n  p r o g r a m ,  a n d  h e l p s  a d m i n i s t e r  
r e g i s t r a t i o n  o f  j o i n t  a c c o u n t s ,  i n c l u d i n g  R A E S  g r o u p  a c c o u n t s .  
F u r t h e r m o r e ,  t h e  D e p a r t m e n t ,  a l o n g  w i t h  t h e  S y s t e m s  D i v i s i o n ,  
c o n t i n u e s  t o  d e v e l o p  n e w  c o m p u t e r  a p p l i c a t i o n s  t o  i n c r e a s e  
e f f i c i e n c y  a n d  e f f e c t i v e n e s s .

T h e  D e p a r t m e n t  a l s o  p r o v i d e s  t h e  E x c h a n g e  r e p r e s e n t a t i o n  to  t h e  
I n t e r m a r k e t  S u r v e i l l a n c e  G r o u p .

R E G U L A T O R Y  S E R V I C E S  D I V I S I O N  - D E P A R T M E N T  O F  M A R K E T  R E G U L A T I O N

T h e  D e p a r t m e n t  o f  M a r k e t  R e g u l a t i o n  i n v e s t i g a t e s  a l l  r e g u l a t o r y  
c o m p l a i n t s  a n d  r e f e r r a l s  r e l a t i n g  t o  p o s s i b l e  v i o l a t i o n s  of  r u l e s  
c o n c e r n i n g  c o n d u c t  o f  b u s i n e s s  o n  t h e  t r a d i n g  f l o o r  i n c l u d i n g  t h e  
f o l l o w i n g :  c o m p l a i n t s  a n d / o r  r e f e r r a l s  f r o m  i n d i v i d u a l  m e m b e r s ,
m e m b e r  firms, c u s t o m e r s ,  t h e  SEC, o t h e r  s e l f - r e g u l a t o r y  
o r g a n i z a t i o n s ,  E x c h a n g e  e m p l o y e e s  a n d  f l o o r  o f f i c i a l s .

C o m p l a i n t s  a n d  r e f e r r a l s  a r e  i n v e s t i g a t e d  b y  t h e  use, as 
a p p r o p r i a t e ,  o f  d o c u m e n t  r e v i e w ,  i n t e r v i e w s  o f  w i t n e s s e s ,  a n d  
a n a l y s i s  of  data.

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

T h e  D e p a r t m e n t  a l s o  p e r f o r m s  t h e  f o l l o w i n g  f u n c t i o n s :

P r o v i d e s  i n f o r m a l  r u l e  i n t e r p r e t a t i o n s  t o  m e m b e r s ,  t h e  p u b l i c  a n d  
E x c h a n g e  staff.



A c t s  as p r i m a r y  s u p p o r t  t o  t h e  E q u i t y  F l o o r  P r o c e d u r e  a n d  F l o o r  

O f f i c i a l s  C o m m i t t e e s .

P r e p a r e s  e d u c a t i o n a l  m a t e r i a l s  c o n c e r n i n g  r u l e s  w h i c h  are u s e d  to  
i n t r o d u c e  n e w  r u l e s  a n d  i n t e r p r e t  e x i s t i n g  r u l e s .

P r e p a r e s  t e s t s  a n d  s t u d y  g u i d e  m a t e r i a l s  f o r  t h e  N e w  M e m b e r  

O r i e n t a t i o n  P r o g r a m .



LEG A L AND M E M B E R S H IP  D IV IS IO N

C o u n s e l  t o  t h e  B u s i n e s s  C o n d u c t  C o m m i t t e e  is p r o v i d e d  b y  t h e  L e g a l  
a n d  E n f o r c e m e n t  D e p a r t m e n t s .  T h e  L e g a l  D i v i s i o n ,  w h i c h  is h e a d e d  
b y  t h e  G e n e r a l  C o u n s e l ,  is d i v i d e d  i n t o  f o u r  d e p a r t m e n t s  w h i c h  
p e r f o r m  t h e  f o l l o w i n g  f u n c t i o n s .

1. C o r p o r a t e  
G e n e r a l

R e g u l a t o r y  -

C o m m i t t e e s  

S t o c k  L i s t

P r o v i d e s  l e g a l  c o u n s e l  r e g a r d i n g  c o r p o r a t e  
m a t t e r s .  I n c l u d e s  d r a f t i n g  o r  r e v i e w i n g  
c o n t r a c t s  a n d  a g r e e m e n t s .  A d v i s i n g  on n e w  
p r o d u c t s ,  p r o c e d u r e s  a n d  p o l i c i e s  w i t h  
e m p h a s i s  o n  o v e r c o m i n g  l e g a l  o b s t a c l e s  a n d  
a v o i d i n g  p l a c i n g  t h e  E x c h a n g e  a t  r i s k  of 
l i t i g a t i o n .

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

P r o v i d e s  g e n e r a l  s u p p o r t  i n c l u d i n g  a t t e n d a n c e  
a t  m e e t i n g s  a n d  a d v i s i n g  on p r o p o s e d  a c t i o n s .

P r o c e s s e s  a n d  a p p r o v e s  l i s t i n g  a p p l i c a t i o n s .  
I n t e r p r e t s  e q u i t y  rules. S e e k s  t o  o b t a i n  
e x c h a n g e  e x e m p t i o n s  fr o m  s t a t e  s e c u r i t i e s  
c o m m i s s i o n e r s .

A p p e a l s  a n d  
L i t i g a t i o n  - R e p r e s e n t s  E x c h a n g e  c o m m i t t e e s  o r  o t h e r  b o d i e s  

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

2. E n f o r c e m e n t  
G e n e r a l P r e p a r e s  s t a t e m e n t s  of c h a r g e s  a u t h o r i z e d  b y  

B u s i n e s s  C o n d u c t  C o m m i t t e e  a n d  h a n d l e s  all 
s u c h  c a s e s  t o  t h e i r  c o n c l u s i o n .  I n c l u d e s  
n e g o t i a t i n g  w i t h  a l l  r e s p o n d e n t s ,  p r e p a r i n g  
s e t t l e m e n t  o f f e r s ,  a n d  r e p r e s e n t i n g  t h e  
E x c h a n g e  a t  h e a r i n g s  a n d  on a p p e a l .

P r e p a r e s  s u m m a r i e s  of c o m p l e t e d  c a s e s  for 
d i s s e m i n a t i o n .



3. A r b i t r a t i o n
a n d  A p p e a l s  - A d m i n i s t e r s  E x c h a n g e ' s  a r b i t r a t i o n  f a c i l i t y

w h i c h  is a v a i l a b l e  t o  m e m b e r s ,  m e m b e r  firms, 
a s s o c i a t e d  p e r s o n s ,  a n d  p u b l i c  c u s t o m e r s .  
D e t e r m i n e s  w h e t h e r  m a t t e r s  q u a l i f y  f o r  
a r b i t r a t i o n ,  s e l e c t s  a r b i t r a t i o n  p a n e l s ,  a n d  
p r e p a r e s  w r i t t e n  d e c i s i o n s .  P e r f o r m s  s i m i l a r  
f u n c t i o n s  f o r  a p p e a l s  o f  E x c h a n g e  a c t i o n s  b y  
m e m b e r s  o r  m e m b e r  o r g a n i z a t i o n s .

4. M e m b e r s h i p  
G e n e r a l  -

O f f i c e  of 
S e c r e t a r y

H a n d l e s  a p p l i c a t i o n s  f o r  m e m b e r s h i p ,  c h a n g e s  
in s t a t u s ,  a n d  o t h e r  m a t t e r s .  A d m i n i s t e r s  t h e  
s e a t  s a l e  m a r k e t  a n d  o p e r a t e s  t h e  M e m b e r s  
L i b r a r y .

R e c o r d s  m i n u t e s  o f  b o a r d  a n d  e x e c u t i v e  
m e e t i n g s  a n d  c a r r i e s  o u t  o t h e r  d u t i e s  o f  t h e  
S e c r e t a r y  o f  t h e  E x c h a n g e .



T H E  P R E C E D I N G  P A G E S  
W E R E  T R E A T E D  A S  A  U N I T  

IN  T H E  O R I G I N A L  F I L E



N A S O National Association of 
Securities Dealers, Inc,
1735 K Street, N.W.

May 14, 1991 Washington, D.C. 20006 
(202) 728-8000

B U E A X

The Honorable Dave Donley 
House Rules Committee 
Alaska State Legislature 
State Capitol 
Box V
Juneau, Alaska 99811

RE: House Bill 210

Dear Representative Donley:
On behalf of the National Association of Securities Dealers, Inc. (NASD), I am writing to urge 

your support in scheduling House Bill 210 for a vote by the House of Representatives. This is a non* 
controversial bill with a broad base of support that amends the Alaska Securities Act. It has been 
favorably reported by the House Labor & Commerce, Judiciary, and Finance Committees. HB 210 must 
now be brought to the House floor for a vote before the legislature adjourns on May 21.

The NASD is charged with the responsibility of regulating both foe National Association of 
Securities Dealers Automated Quotation System (NASDAQ), which is the second largest securities market 
in foe United States, and foe over-the-counter securities markets. This task encompasses both regulation 
of virtually every broker/dealer firm in foe country that conducts business with the public and foe 
regulation and operation of foe NASDAQ system.

The NASD strongly supports passage of HB 210 since it Includes an important provision to 
exempt from state registration those securities that are listed on foe NASDAQ National Market System 
(NMS). This bill will modernize Alaska’s Securities Act and promote uniformity with foe 45 other states 
that have already provided this exemption for securities listed on NMS. This legislation recognizes the 
equality of securities listed on NMS, like National Bancorp of Alaska, MCI and Apple Computer, with 
those listed on foe New York and American Stock Exchanges.

We respectfully request your support and leadership in bringing House Bill 210 to foe floor for 
a vote before May 21. If you have any questions, please feel free to call me at (202) 728-8289.

Sincerely,

Frank J. Formica
Vice President
Office of Congressional and

State Liaison
cc: Mr. Larry Carroll

t  v o a  t  *  K a o s  : e o  i s  ‘ s t  ’ s o
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I ^U SE COMMITTEE REPCHT1

Date Referred: March 25, 1991 FURTHER REFERRALS:

Date o f Committee Action : F v  0 - V  

The JUD IC IAR Y  Committee considered:

Finance

HB 210

HOUSE B IL L  NO. 2.10 REG ISTRAT IO N  OF SECURITIES

"An A c t amending the A laska Securities A c t o f 1959 to allow fees related to registration to be established by 
regulation, to provide fo r registration, examination, and other procedures that avoid duplication, and to provide 
fo r exemption from  registration fo r certain securities."
RECOMMENDATIONS: [ ] the same title
be replaced w ith ___________ '  L ] a new title
[ ] have attached amendments(s)

.£<] do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] ind iv idual recommendations
[ ] additional referral to th e _______________________________________ Committee

ADOPTS: letter o f Intent

ATTACHES NEW  F ISCAL NOTE(s): (Def[)

[ ] fiscal im pac t___________________________

APPROVES PREVIOUS:

[ ] fiscal no te (s)_______
(Dept/D»le)

[ ] zero fiscal note £>3 zero fiscal note(s) Q o rM fl 4-



STATE OF ALASKA
1991 LEGISLATIVE SESSION

FISCAL NOTE No. 1
Bill Version: HB 210 
(H) Publish Date: 3 /1 1 /9 1

Revision Date: _______________________
juIq. Amend the Alaska Securities 

Act of 1959

Sponsor:

Requestor:

Rules Committee
Governor

Department Affected: Commerce & Economic Dev.
BRU: Banking, Securities & Corporations 
Component: Banking & Securities_____________

COMPONENT SER IAL NO. 1

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SU PPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 Q.

CAP ITA L 0 0 I 0 0 1 0 Q ....

REVENUE 400.0 500.0 I 5.QQ...Q__ j 550.Q. 550 n .550.0—

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 , 0 . ,

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIM E

TEMPORARY

Estimate of current year impact:.

Prepared By 

Division: Banking, Securities & Corporations 2/20/91
Approved by Commissioner:  Glenn A._01ds
Agency: Department o f Coimierce & Economic Development z m m

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(les).

Rev 10/90
WFK/KP/dgl8954D/022091a e O M * " T T E E  c o p y
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REPLY TO
s/cCRIMINAL DIVISION CENTRAL OFFICE 
P.O. BOX KC
JUNEAU. ALASKA 99811-0310 
PHONE: (907) 465-3428

D E P A R T M E N T  O F  L A W

CRIMINAL DIV IS ION

M a r c h  29, 1991

□ OFFICE OF SPECIAL PROSECUTIONS 
AND APPEALS 
1031 WEST 4TH AVENUE, SUITE 318 
ANCHORAGE. ALASKA 99501-5993 
PHONE: (907) 279-7424

T h e  H o n o r a b l e  P a t  C a r n e y  a n d  G e o r g i a n n a  L i n c o l n  
C o - C h a i r m e n
H e a l t h ,  E d u c a t i o n ,  & S o c i a l  S e r v i c e s  C o m m i t t e e
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 l a s k a  9 9 811

APR - .  A,w*.

Re: H B  224 (An a c t  r e l a t i n g  t o  p o p u l a t i o n  m a n a g e m e n t  in t h e  s t a t e  
c o r r e c t i o n a l  system)

Dear- R e p r e s e n t a t i v e s  C a r n e y  a n d  L i n c o l n ,

I a m  w r i t i n g  t o  y o u  i n  m y  r o l e  as c o u n s e l  to the A l a s k a  
D e p a r t m e n t  o f  C o r r e c t i o n s  on  b e h a l f  o f  t h e  A d m i n i s t r a t i o n  r e g a r d i n g  
H B  224. T h i s  b i l l ,  w h i c h  d e a l s  w i t h  a p r o p o s e d  s h o r t - t e r m  s o l u t i o n  
t o  p r i s o n  c r o w d i n g  in A l a s k a ,  h a s  b e e n  r e f e r r e d  to the' H o u s e  H E S S  
C o m m i t t e e  for a h e a r i n g .

O n - b e h a l f  o f  t h e  A d m i n i s t r a t i o n ,  I r e s p e c t f u l l y  r e q u e s t  
t h a t  y o u  s e t  t h e  b i l l  o n  f o r  a h e a r i n g  b e f o r e  y o u r  c o m m i t t e e .  T o  
a s s i s t  y o u  a n d  the m e m b e r s  o f  y o u r  c o m m i t t e e  i n  b e t t e r  u n d e r s t a n d­
i n g  H B  224, I h a v e  p r e p a r e d  a n d  e n c l o s e d  a s e c t i o n a l  a n a l y s i s  o r  
t h e  b i l l  as w e l l  as a f l o w  c h a r t  w h i c h  d i s p l a y s  h o w  the p r o v i s i o n s  
o f  t h e  b i l l  w i l l  be  i m p l e m e n t e d .  W h i l e  t h e  c o n c e p t  o f  HB 224 is 
r e l a t i v e l y  s i m p l e ,  t h e  m e c h a n i c s  o f  t h e  b i l l  a r e  a b i t  c o m p l i c a t e d ;  
t h u s  I l o o k  f o r w a r d  to t e s t i f y i n g  b e f o r e  t h e  c o m m i t t e e  to e x p l a i n  
its p r o v i s i o n s .

In a d d i t i o n ,  I h a v e  e n c l o s e d  a p r o p o s e d  a m e n d m e n t  to HB 
224 w h i c h  t h e  A d m i n i s t r a t i o n  r e s p e c t f u l l y  r e q u e s t s  t h a t  y o u  
c o n s i d e r  a t  the time t h a t  H B  224 is c a l e n d a r e d  for a h e a r i n g .  T h e  
p r o p o s e d  a m e n d m e n t  is s e l f - e x p l a n a t o r y ,  a n d  is a d d r e s s e d  in t h e  
s e c t i o n a l  a n a l y s i s .

03 C31LH ' D .O . L .  3 - t r r r f



T h e  H o n o r a b le  P a t  C a r n e y  a n d  G e o r g ia n n a  L i n c o l n  M a r c h  2 9 ,  1 9 9 1
P a g e  2

T h a n k  y o u  for y o u r  a n t i c i p a t e d  r e s p o n s e  to t h i s  r e q u e s t  
t o  c a l e n d a r  H B  224 for a h e a r i n g .

E n c l o s u r e s

cc: C o m m i s s i o n e r  L l o y d  H a m e s  ( w / e n c l o s u r e s )
C o m m i s s i o n e r  R i c h a r d  B u r t o n  ( w / e n c l o s u r e s )  
M a l c o l m  R o b e r t s  ( w / e n c l o s u r e s )  j 
B r u c e  K e n d a l l  ( w / e n c l o s u r e s )
J e f f  B u s h  ( w / e n c l o s u r e s )
A l a s k a  S e n t e n c i n g  C o m m i s s i o n  ( w / e n c l o s u r e s )

V e r y  t r u l y  y o u r s

C H A R L E S  E. C O L E  
A T T O R N E Y  G E N E R A L

A s s i s t a n t  A t t o r n e y  G e n e r a l

M J S : m m - 0 4 7



REpC'Y TO:

TZ CRIMINAL DIVISION CENTRAL OFFICE 
P.O. BOX KC
JUNEAU. ALASKA 99811-0310 
PHONE: (907) 465-3428

□ OFFICE OF SPECIAL PROSECUTIONS 
AND APPEALS 
1031 WEST 4TH AVENUE. SUITE 318 
ANCHORAGE, ALASKA 99501-5993 
PHONE: (907) 279-7424

WALTER J. HICKEL, GOVERNOR

T h e  H o n o r a b l e  D a v e  D o n l e y  
C h a i r m a n  H o u s e  J u d i c i a r y  C o m m i t t e e  
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  
3 1 1 1  C S t r e e t ,  S u i t e  450 
A n c h o r a g e ,  A l a s k a  99503

Re: C S  f o r  H B  224 (HESS) (An A c t  R e l a t i n g  t o  S e n t e n c i n g  and
P o p u l a t i o n  M a n a g e m e n t  in t h e  S t a t e  C o r r e c t i o n a l  System)

D e a r  R e p r e s e n t a t i v e  D o n ley,

I a m  w r i t i n g  t o  y o u  in m y  r o l e  as c o u n s e l  t o  t h e  A l a s k a  
D e p a r t m e n t  of  C o r r e c t i o n s  o n  b e h a l f  of t h e  A d m i n i s t r a t i o n  r e g a r d i n g  
CS f o r  H B  224 ( H E S S ) . T h i s  bill, w h i c h  d e a l s  w i t h  a p r o p o s e d  
s h o r t - t e r m  s o l u t i o n  t o  p r i s o n  c r o w d i n g  in A l a s k a ,  p a s s e d  o u t  of t h e  
H E S S  c o m m i t t e e  l a s t  s e s s i o n ,  a n d  is a w a i t i n g  a c t i o n  b y  t h e  
J u d i c i a r y  c o m m i t t e e  n e x t  s e s s i o n .

I a m  w r i t i n g  y o u  at t h i s  t i m e  t o  r e q u e s t  a n  o p p o r t u n i t y  
t o  m e e t  w i t h  y o u  s o m e t i m e  in t h e  n e x t  s e v e r a l  w e e k s  t o  d i s c u s s  t h e  
b i l l  a n d  its i m p o r t a n c e  t o  t h e  state. I b e l i e v e  t h a t  a n  o p p o r­
t u n i t y  t o  d i s c u s s  t h e  b i l l  o u t s i d e  t h e  p r e s s u r e s  o f  a n  o n g o i n g  
l e g i s l a t i v e  s e s s i o n  w i l l  e n a b l e  y o u  t o  b e t t e r  u n d e r s t a n d  t h e  b i l l  
a n d  t h e  r e a s o n s  w h y  t h e  A d m i n i s t r a t i o n  is s e e k i n g  its p a s s a g e .  It 
w o u l d  a l s o  p r o v i d e  an  o p p o r t u n i t y  f o r  m e  t o  r e s p o n d  t o  t h e  N o t e  in 
t h e  J u n e  1 9 9 1  i s s u e  o f  t h e  A l a s k a  L a w  R e v i e w ,  w h i c h  a r g u e s  a g a i n s t  
p a s s a g e  of C S H B  224.

A s  y o u  m a y  a l r e a d y  b e  aware, I h a v e  s e r v e d  a s  c o u n s e l  for 
t h e  s t a t e  in t h e  p r i s o n e r  c l a s s  a c t i o n  suit, C l e a r y  v. S m i t h  s i n c e  
t h e  c a s e  w a s  f i l e d  in 1981. C S H B  224 (HESS) is o n e  a p p r o a c h  t o  
r e s p o n d i n g  t o  t h e  p r o b l e m  of p r i s o n  c r o w d i n g ,  a n d  t h e  s t a t e  is 
o b l i g a t e d  t o  s e e k  its a p p r o v a l  b y  t h e  l e g i s l a t u r e  u n d e r  t h e  F i n a l  
S e t t l e m e n t  A g r e e m e n t  a n d  O r d e r  in C l e a r y . If a g r e e a b l e  w i t h  you, 
P h i l i p  Volland,, p l a i n t i f f s’ c o u n s e l  in t h e  C l e a r v  case, w o u l d  a l s o  
l i k e  t o  p a r t i c i p a t e  in t h e  m e e t i n g .  Mr. V o l l a n d  a n d  I are 
a v a i l a b l e  t o  m e e t  w i t h  you, a t  y o u r  c o n v e n i e n c e ,  e x c e p t  f o r  t h e  t w o  
w e e k  p e r i o d  b e g i n n i n g  O c t o b e r  7th.

T o  a s s i s t  y o u  a n d  t h e  m e m b e r s  of y o u r  s t a f f  in b e t t e r  
u n d e r s t a n d i n g  C S H B  224, I h a v e  p r e p a r e d  a n d  e n c l o s e d  a s e c t i o n a l  
a n a l y s i s  of t h e  b i l l  a s  w e l l  as a f l o w  c h a r t  w h i c h  d i s p l a y s  h o w  t h e
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p r o v i s i o n s  o f  t h e  b i l l  w i l l  b e  i m p l e m e n t e d .  W h i l e  t h e  c o n c e p t  of 
C S H B  224 is r e l a t i v e l y  simp l e ,  t h e  m e c h a n i c s  c f  t h e  b i l l  a r e  a b i t  
c o m p l i c a t e d ;  t h u s  I l o o k  f o r w a r d  t o  e x p l a i n i n g  i t s  p r o v i s i o n s  t o  
y o u  in p e r s o n .

T h a n k  y o u  f o r  y o u r  a t t e n t i o n  o n  t h i s  m a t t e r .  I l o o k
f o r w a r d  t o  h e a r i n g  f r o m  y o u  soon.

E n c l o s u r e s

cc: P h i l i p  V o l l a n d
J e f f  B u s h  
B r u c e  G e r a g h t y  
C o m m i s s i o n e r  L l o y d  H a m e s

V e r y  t r u l y  y o u r s

C H A R L E S  E. C O L E  
A T T O R N E Y  G E N E R A L

By:

A s s i s t a n t  A t t o r n e y  G e n e r a l

2



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

C O R R E C T I O N A L  S Y S T E M  (HB 224)

I n t r o d u c t i o n

T h i s  A c t  is a r e c o g n i t i o n  o f  t h e  u n i v e r s a l  v i e w  of 

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

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

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

v i o l e n c e  is m u c h  m o r e  l i k e l y  t o  o c c u r ,  a n d  c o r r e c t i o n a l  

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

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

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

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

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

s y s t e m .

B e c a u s e  t h e  p r i s o n  p o p u l a t i o n  i n  A l a s k a  is c o n t i n u i n g  to 

i n c r e a s e ,  t h i s  A c t  r e p r e s e n t s  a n  e f f o r t  t o  p r o v i d e  s h o r t  t e r m  

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

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

be  e x p l o r e d  b y  t h e  l e g i s l a t i v e  a n d  e x e c u t i v e  b r a n c h e s  of 

g o v e r n m e n t .  R e c o m m e n d a t i o n s  t h a t  w i l l  a d d r e s s  t h i s  p r o b l e m  in a 

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

S e n t e n c i n g  C o m m i s s i o n  o v e r  t h e  n e x t  f e w  y e a r s .

U n d e r  t h i s  Act, w h e n  t h e  p r i s o n  p o p u l a t i o n  in the 

c o r r e c t i o n a l  s y s t e m  e x c e e d s  i t s  m a x i m u m  c a p a c i t y  for a n  e x t e n d e d  

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

e l i g i b l e  a f t e r  s e r v i n g  a t  l e a s t  h a l f  t h e i r  s e n t e n c e s .  If t h e  

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

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

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

s e t  b y  t h e  b o a r d .

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

r e l i e f  s u c h  t h a t  t h e  prison, p o p u l a t i o n  h a s  d r o p p e d  b e l o w  its 

m a x i m u m  c a p a c i t y  w i t h i n  120 d a y s  o f  t h e  n o t i f i c a t i o n  to  t h e  

g o v e r n o r ,  t h e n  c e r t a i n  l o w  r i s k  o f f e n d e r s  w i t h i n  1 2 0  d a y s  o f  t h e i r  

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

p a r o l e .  '

T h i s  t w o  s t e p  p r o p o s a l  is s i m i l a r  t o  o n e s  u t i l i z e d  in  a 

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

b r i e f  a n a l y s i s  o f  e a c h  s e c t i o n  of t h e  b i l l .

S e c t i o n  1. L e g i s l a t i v e  F i n d i n g s  A n d  P u r p o s e .

T h i s  s e c t i o n  is a s t a t e m e n t  o f  t h e  p u r p o s e  o f  t h e  bill: 

t o  m a n a g e  t h e  p o p u l a t i o n  in  s t a t e  c o r r e c t i o n a l  f a c i l i t i e s  so  as to 

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

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

of  t h e  p u b l i c .  S e e . A l a s k a  C o n s t i t u t i o n ,  Art. I, § 12.

T h o s e  o f f e n d e r s  a f f e c t e d  b y  t h i s  A c t  a r e  d e e m e d  to 

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

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

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

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

S e c t i o n  3 & 4. A S  33 .16 . 090 fb) ? A S  3 3 . 1 6 . 0 9 ( H c K

T h e s e  s e c t i o n s  c r o s s  r e f e r e n c e  t h e  p r o v i s i o n  w h i c h  

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

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

s e n t e n c e d  p r i s o n e r s  a r e  n o t  e l i g i b l e  f o r  p a r o l e .

S e c t i o n  5. AS  3 3 . 1 6 . 1 0 0 ( c ) .

T h i s  s e c t i o n  d o e s  t h e  s a m e  t h i n g  as s e c t i o n s  3 a n d  4; 

and, in a d d i t i o n ,  m a k e s  t w o  t e c h n i c a l  a m e n d m e n t s  t o  b e t t e r  c l a r i f y  

e x i s t i n g  law.

S e c t i o n  6. A S  3 3 . 2 5 . 0 1 0  —  3 3 . 2 5 . 0 9 0 .  P r i s o n  P o p u l a t i o n  M a n a g e m e n t  
Act.

T h i s ' s e c t i o n  a d d s  a n e w  c h a p t e r  t o  T i t l e  33 in A l a s k a ' s  

s t a t u t e s .  T h e  s e c t i o n s  in t h i s  c h a p t e r  p r o v i d e  t h e  s t a t u t o r y  

s c h e m e  t o  h e l p  m a n a g e  A l a s k a ' s  p r i s o n  p o p u l a t i o n  w h e n  o v e r c r o w d i n g  

c o n d i t i o n s  p e r s i s t .  A  b r i e f  a n a l y s i s  of e a c h  s e c t i o n  a n d  its 

i n t e n t  f o l l o w s :

S e c t i o n  2 .  AS 1 2 . 5 5 . 1 2 5 ( g ) ,



C H A P T E R  25. P R I S O N  P O P U L A T I O N  M A N A G E M E N T  A C T

S e c t i o n  3 3 . 2 5 . 0 1 0 .  C a p a c i t y  o f  C o r r e c t i o n a l  System .
»

T h is  s e c t i o n  r e q u i r e s  t h e  c o m m is s io n e r  o f  c o r r e c t i o n s  t o  

a d o p t  r e g u l a t i o n s  u n d er  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (AS 4 4 .6 2 )  

s p e c i f y i n g  t h e  maximum c a p a c i t y  o f  e a c h  s t a t e  c o r r e c t i o n a l  f a c i l i t y  

and o f  t h e  c o r r e c t i o n a l  s y s te m . The term  "maximum c a p a c i t y "  i s  

d e f i n e d  - in  p r o p o s e d  AS 3 3 . 2 5 . 9 1 0 ( 5 )  a s  t h e  maximum number o f  

p r i s o n e r s  t h a t  ca n  b e  accom m odated  i n  a r e a s  o f  a c o r r e c t i o n a l  

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

e x c l u d e s  t e m p o r a r y  h o l d i n g  a r e a s .  The c o m m is s io n e r  w i l l  u t i l i z e  

g e n e r a l l y  a c c e p t e d  p r i n c i p l e s  o f  c o r r e c t i o n a l  management i n  s e t t i n g  

t h e  maximum c a p a c i t i e s  i n c l u d i n g  su ch  f a c t o r s  a s  s q u a r e  f o o t a g e  in  

common and l i v i n g  a r e a s ,  t im e  o u t  o f  l i v i n g  u n i t s ,  i n m a t e / s t a f f  

r a t i o s ,  p h y s i c a l  p l a n t  l i m i t a t i o n s ,  c u s t o d y  l e v e l s  o f  in m a te s ,  and 

p rogra m  r e s o u r c e s .  T h ese  f a c t o r s  a r e  s e t  o u t  i n  t h e  F in a l  

S e t t l e m e n t  A greem en t and O rd er  i n  C le a r v  v .  S m ith . 3A N -81-5274  C iv .

S e c t i o n  3 3 . 2 5 . 0 2 0 .  D u t ie s  o f  t h e  C o m m iss io n e r .

T h i s  s e c t i o n  s e t s  o u t  t h e  d u t i e s  o f  t h e  c o m m is s io n e r  s o  

as  t o  im p lem en t  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r .  I f  t h e  a v e r a g e  

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

sy s te m  f o r  a 3 0 -d a y  p e r i o d ,  t h e  c o m m is s io n e r  i s  r e q u i r e d  t o  n o t i f y  

t h e  g o v e r n o r  and p a r o l e  b o a r d ;  p r e p a r e  a l i s t  o f  p r i s o n e r s  who 

w ou ld  b e  e l i g i b l e  f o r  s p e c i a l  d i s c r e t i o n a r y  p a r o l e  u n der  

AS 3 3 . 2 5 . 0 3 0 ;  and e x p l o r e  a l t e r n a t i v e s  f o r  r e d u c in g  p r i s o n
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c r o w d in g ,  i n c l u d i n g  i n c r e a s i n g  t h e  maximum c a p a c i t y ,  w it h  e x e c u t i v e  

and l e g i s l a t i v e  b ra n ch  l e a d e r s .

U nder s u b s e c t i o n  (b ) , i f  t h e  p o p u l a t i o n  c o n t i n u e s  t o  

e x c e e d  t h e  maximum c a p a c i t y ,  t h e  p r i s o n e r s  on t h e  l i s t  becom e 

e l i g i b l e  f o r  s p e c i a l  d i s c r e t i o n a r y  p a r o l e ,  and t h e  c o m m is s io n e r  

must n o t i f y  t h e  p r i s o n e r s  o f  t h e i r  e l i g i b i l i t y .

Under s u b s e c t i o n  ( c )  , i f  t h e  p r o v i s i o n s  r e g a r d i n g  s p e c i a l  

d i s c r e t i o n a r y  p a r o l e  a r e  im p le m e n te d , and t h e  p r i s o n  p o p u l a t i o n  

n o n e t h e l e s s  c o n t i n u e s  t o  e x c e e d  maximum c a p a c i t y ,  t h e  c o m m is s io n e r  

s h a l l  a g a in  n o t i f y  t h e  g o v e r n o r  and p a r o l e  b o a r d  and im m e d ia te ly  

p r e p a r e  a l i s t  o f  p r i s o n e r s  e l i g i b l e  f o r  e a r l y  r e l e a s e  un der 

AS 3 3 . 2 5 . 0 7 0 .  '

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

p r o b a t i o n  o r  p a r o l e  u n d e r  AS 3 3 .2 5 .0 5 0  d o e s  n o t  r e d u c e  t h e  p r i s o n  

p o p u l a t i o n  b e lo w  maximum c a p a c i t y ,  t h e n  t h e  c o m m is s io n e r  i s  

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

d i s c r e t i o n a r y  p a r o l e  c o n s i d e r a t i o n .

F i n a l l y ,  s u b s e c t i o n  (d ) p r o v i d e s  t h a t  t h i s  s t a t u t o r y  

p o p u l a t i o n  management t o o l  ( i . e . ,  s p e c i a l  d i s c r e t i o n a r y  p a r o l e  

c o n s i d e r a t i o n  and e a r l y  r e l e a s e )  may n o t  b e  u t i l i z e d  and t h e  

r e l e v a n t  t im e  p e r i o d s  b e g i n  t o  run  anew i f  t h e  p r i s o n  p o p u l a t i o n  

f a l l s  b e lo w  maximum c a p a c i t y  d u r in g  c e r t a i n  r e l e v a n t  t im e  p e r i o d s .

S e c t i o n  3 3 . 2 5 . 0 3 0 .  S p e c i a l  D i s c r e t i o n a r y  P a r o l e  E l i g i b i l i t y .

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

e l i g i b i l i t y  r e q u i r e m e n t s  f o r  s p e c i a l  d i s c r e t i o n a r y  p a r o l e  f o r
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c l a s s e s  o f  p r i s o n e r s  s e t  o u t  i n  AS 3 3 .2 5 . 0 4 0 .

S u b s e c t i o n  (b ) r e c o g n i z e s  t h e  due  p r o c e s s '  r i g h t  o f  a 

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

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

c a p a c i t y .  S u b s e c t i o n  ( c )  p r o v i d e s  t h a t ,  n o t w i t h s t a n d in g  o t h e r  

p r o v i s i o n s ,  no p r i s o n e r  w i l l  becom e e l i g i b l e  f o r  s p e c i a l  

d i s c r e t i o n a r y  p a r o l e  i f ,  a t  t h e  t im e  p r i s o n e r s  w ou ld  o t h e r w i s e  

becom e e l i g i b l e ,  t h e  c o m m is s io n e r  d e t e r m in e s  t h a t  t h e  maximum 

c a p a c i t y  o f  t h e  p r i s o n  sy s te m  w i l l  b e  i n c r e a s e d  w i t h i n  t h e  n e x t  45 

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

S e c t i o n  3 3 . 2 5 . 0 4 0 .  C la s s e s  o f  P r i s o n e r s  E l i g i b l e  f o r  S p e c i a l  
D i s c r e t i o n a r y  P a r o l e .

A s t a t e  p r i s o n e r  who h a s  n o t  p r e v i o u s l y  b een  r e v o k e d  

a f t e r  b e i n g  r e l e a s e d  on s p e c i a l  d i s c r e t i o n a r y  p a r o l e  o r  e a r l y  

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

p a r o l e  when p r i s o n  c r o w d in g  c o n d i t i o n s  w a r r a n t ,  i f  t h e  p r i s o n e r  i s  

s e r v i n g  a s e n t e n c e  o f  a t  l e a s t  181 d a y s  (minimum e l i g i b i l i t y  f o r  

p a r o l e  u n d e r -  AS 3 3 . 1 6 . 0 9 0 ( a ) )  f o r  a c r im e  o t h e r  th a n  an 

u n c l a s s i f i e d  o r  A F e lo n y  u n d er  AS 1 1 , an e q u i v a l e n t  o f f e n s e  un der 

A l a s k a ' s  f o r m e r  c r i m i n a l  c o d e ,  o r  c e r t a i n  s e r i o u s  c l a s s  B f e l o n i e s  

(a n y  B f e l o n y  a g a i n s t  a p e r s o n  u n d er  AS 1 1 .4 1 ,  a r s o n  in  t h e  s e c o n d  

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

s o l i c i t a t i o n  t o  com m it a c l a s s  A f e l o n y  o f f e n s e ) ; and t h e  p r i s o n e r  

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

p r e s u m p t iv e  s e n t e n c e .

T h e  c r i t i c a l  e le m e n t  i n  t h i s  s e c t i o n  w h ic h  s e r v e s  t o
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p r o t e c t  t h e  p u b l i c ,  i n  a d d i t i o n  t o  e x c l u d i n g  t h e  m ost s e r i o u s  

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

p a r o l e  may n o t  b e  r e l e a s e d  on  p a r o l e  u n l e s s  t h e  p a r o l e  b o a rd  

d e t e r m in e s ,  w i t h  r e a s o n a b l e  p r o b a b i l i t y ,  t h a t  t h e  p r i s o n e r  w i l l  n o t  

v i o l a t e  t h e  law  o r  o t h e r w i s e  p o s e  a t h r e a t  t o  t h e  p u b l i c .  

AS 3 3 . 1 6 . 1 0 0 ( a ) .  T h is  p r o v i s i o n  a l o n g  w i t h  AS 3 3 .2 5 .0 3 0  p r o v i d e s  

t h e  o p p o r t u n i t y ,  a f t e r  p r i s o n  c r o w d in g  c o n d i t i o . , s  p e r s i s t ,  f o r  

c e r t a i n  l e s s  s e r i o u s  f e l o n s  who h a v e  s e r v e d  o n e  h a l f  o f  t h e i r  

s e n t e n c e s  and who a r e  n o t  o t h e r w i s e  e l i g i b l e  f o r  p a r o l e ,  and who 

h a v e  d e m o n s t r a t e d  a s t r o n g  com m itm ent t o w a r d  r e h a b i l i t a t i o n ,  t o  be 

c o n s i d e r e d  f o r  d i s c r e t i o n a r y  p a r o l e .
/I

S e c t i o n  3 3 .2 5 .0 5 0  E a r lv  R e l e a s e  And P r o b a t i o n  o r  P a r o l e  
S u p e r v i s i o n .

S u b s e c t i o n  (a )  r e q u i r e s  t h e  c o m m is s io n e r  t o  r e l e a s e  e a r l y  

e a c h  p r i s o n e r  e l i g i b l e  u n d er  AS 3 3 .2 5 .0 7 0  i n t o  s u p e r v i s e d  p r o b a t i o n  

o r  p a r o l e  i f  c r o w d in g  c o n d i t i o n s  s t i l l  e x i s t  120 d a y s  a f t e r  

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

p a r o l e .  A p r i s o n e r  may n o t  b e  r e l e a s e d  e a r l y  u n t i l  h e  o r  she  

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

w h i l e  on  s u p e r v i s i o n *

S u b s e c t i o n  (b )  d i c t a t e s  w h e th e r  a p e r s o n  r e l e a s e d  e a r l y  

i s  t o  b e  u n d e r  p a r o l e  o r  p r o b a t i o n  s u p e r v i s i o n .  Each p r i s o n e r  

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

e x c e p t  f o r  a p r i s o n e r  who has l e s s  th a n  10 d a y s  r e m a in in g  t o  s e r v e  

on a s e n t e n c e  a t  t h e  t im e  o f  e a r l y  r e l e a s e ,  and who i s  n o t  s u b j e c t  

t o  p r o b a t i o n  o r  p a r o l e  a f t e r  t h e  term  o f  i n c a r c e r a t i o n .  Such a
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p r i s o n e r  r e q u i r e s  no s u p e r v i s i o n  upon  r e l e a s e .

S u b s e c t i o n  (c )  makes c l e a r  t h a t  t h e  p r o h i b i t i o n  in  

AS 1 2 . 5 5 . 0 9 0 ( c )  a g a i n s t  p r o b a t i o n  l a s t i n g  m ore th a n  f i v e  y e a r s  d o e s  

n o t  a p p ly  t o  a p r i s o n e r  r e l e a s e d  e a r l y  u n d er  (a )  o f  t h i s  s e c t i o n .

S e c t i o n  AS 3 3 . 2 5 . 0 6 0 .  V i o l a t i o n  o f  C o n d i t i o n s  o f  E a r lv  R e l e a s e .

T h is  s e c t i o n  p r o v i d e s  a u t h o r i t y  f o r  a c o u r t  t o  r e v o k e  t h e  

p r o b a t i o n  r e s u l t i n g  from  e a r l y  r e l e a s e  and t h e  p r o b a t i o n  f o l l o w i n g  

e a r l y  r e l e a s e ,  i f  a p r i s o n e r  on  e a r l y  r e l e a s e  v i o l a t e s  a law o r  

c o n d i t i o n  o f  p r o b a t i o n .  The same a u t h o r i t y  i s  p r o v id e d  t o  th e  

p a r o l e  b o a r d  f o r  a p r i s o n e r  on p a r o l e  r e s u l t i n g  fro m  e a r l y  r e l e a s e .
II

S e c t i o n  3 3 . 2 5 . 0 7 0 .  P r i s o n e r s  E l i g i b l e  f o r  E a r ly  R e le a s e .

T h is  s e c t i o n  l i s t s  s e v e n  r e q u ir e m e n t s  t h a t  m ust be  met 

f o r  a p r i s o n e r  t o  b e  r e l e a s e d  e a r l y  u n d e r  As 3 3 .2 5 . 0 5 0 .  A i  in  AS

3 3 .2 5 .0 4 0  ( e l i g i b i l i t y  f o r  s p e c i a l  d i s c r e t i o n a r y  p a r o l e ) ,  t h e  m ost 

s e r i o u s  o f f e n d e r s  a r e  n o t  e l i g i b l e  f o r  e a r l y  r e l e a s e .  The se v e n  

r e q u ir e m e n t s  a r e  s e l f - e x p l a n a t o r y  and a r e  a im ed a t  r e l e a s i n g  e a r l y  

o n l y  t h o s e  p r i s o n e r s  who h a ve  s e r v e d  a t  l e a s t  o n e - h a l f  o f  t h e i r  

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

who a r e  v e r y  c l o s e  t o  t h e  end o f  t h e i r  s e n t e n c e s .

S e c t i o n  3 3 .2 5 . 0 8 0 .  L i m i t a t i o n  on C i v i l  A c t i o n .

T h is  s e c t i o n  p r o h i b i t s  a n y on e  from  b r i n g i n g  a c i v i l  

a c t i o n  a g a i n s t  t h e  s t a t e  o r  a s t a t e  e m p loy ee  f o r  f a i l u r e  t o  com ply  

w it h  any o f  t h e  t im e  l i m i t s  e s t a b l i s h e d  in  t h i s  c h a p t e r .  I f  t h i s
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A c t  is a d o p t e d ,  i t  is p o s s i b l e  t h a t  t i m e  p r e s s u r e s  c a u s e d  b y  p r i s o n  

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

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

fr a m e s .  N o  l i a b i l i t y  w i l l  f l o w  f r o m  s u c h  a n  o c c u r r e n c e .

S e c t i o n  3 3 . 2 5 . 9 0 0 .  D e f i n i t i o n s .

T h i s  s e c t i o n  d e f i n e s  t h e  t e r m s  in  A S  33.25.

S e c t i o n  7,

W i t h  t h e  A d m i n i s t r a t i o n ' s  p r o p o s e d  a m e n d m e n t ,  t h i s  

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

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

p r i s o n  c r o w d i n g  b y  t h i s  c h a p t e r  is a s h o r t - t e r m  e m e r g e n c y  m e a s u r e  

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

r e c o m m e n d a t i o n s  o f  t h e  A l a s k a  S e n t e n c i n g  C o m m i s s i o n  (AS 4 4 . 1 9 . 5 6 1  - 

- 4 4 . 1 9 . 5 7 7 )  a r e  p r e s e n t e d  t o  t h e  l e g i s l a t u r e ,  a n d  l o n g - t e r m  

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

S e c t i o n  8. I m m e d i a t e  E f f e c t i v e  Date,.

T h i s  s e c t i o n  p r o v i d e s  f o r  a n  i m m e d i a t e  e f f e c t i v e  d a t e  for

t h i s  Act.
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D E P A R T M E N T  O F  L A W

CRIMINAL DIVISION

Y TO:

CRIMINAL DIVISION CENTRAL OFFICE 
P.O. BOX KC
JUNEAU, ALASKA 99811-0310 
PHONE: (907) 465-3428

□ OFFICE OF SPECIAL PROSECUTIONS 
AND APPEALS 
1031 WEST 4TH AVENUE, SUITE 318

J a n u a r y  22, 1 9 9 2  anchorage, alaska 99501-5993
PHONE: (907) 279-7424

T h e  H o n o r a b l e  D a v e  D o n l e y  
C h a i r m a n  H o u s e  J u d i c i a r y  C o m m i t t e e  
A l a s k a  H o u s e  of 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 l a s k a  9 9 8 1 1

Re: CS f o r  H B  224 (HESS) (An A c t  R e l a t i n g  t o  S e n t e n c i n g  a n d
P o p u l a t i o n  M a n a g e m e n t  in t h e  S t a t e  C o r r e c t i o n a l  System)

D e a r  R e p r e s e n t a t i v e  Donley,

I a m  w r i t i n g  to y o u  i n  m y  r o l e  as c o u n s e l  t o  t h e  A l a s k a  
D e p a r t m e n t  o f  C o r r e c t i o n s  o n  b e h a l f  o f  t h e  A d m i n i s t r a t i o n  r e g a r d i n g  
CS f o r  H B  224 ( H E S S ) . T h i s  bill, w h i c h  d e a l s  w i t h  a p r o p o s e d  
s h o r t - t e r m  s o l u t i o n  t o  p r i s o n  c r o w d i n g  in A l a s k a ,  p a s s e d  o u t  of t h e  
H E S S  c o m m i t t e e  l a s t  ses s i o n ,  a n d  is a w a i t i n g  a c t i o n  b y  t h e  
J u d i c i a r y  c o m m i t t e e .

O n  b e h a l f  o f  t h e  A d m i n i s t r a t i o n ,  I r e s p e c t f u l l y  r e q u e s t  
t h a t  y o u  s e t  t h e  b i l l  on f o r  a h e a r i n g  b e f o r e  y o u r  c o m m i t t e e .  T o  
a s s i s t  y o u  a n d  t h e  m e m b e r s  o f  y o u r  c o m m i t t e e  in b e t t e r  u n d e r s t a n d­
ing CS f o r  H B  224 ( H E S S ) , I h a v e  p r e p a r e d  a n d  e n c l o s e d  a s e c t i o n a l  
a n a l y s i s  of t h e  b i l l  as w e l l  as a f l o w  c h a r t  w h i c h  d i s p l a y s  h o w  t h e  
p r o v i s i o n s  o f  t h e  b i l l  w i l l  be i m p l e m e n t e d .  W h i l e  t h e  c o n c e p t  of 
C S H B  224 is r e l a t i v e l y  simple, t h e  m e c h a n i c s  o f  t h e  b i l l  a r e  a b i t  
c o m p l i c a t e d ;  t h u s  I l o o k  f o r w a r d  to  t e s t i f y i n g  b e f o r e  t h e  c o m m i t t e e  
to e x p l a i n  i t s  p r o v i s i o n s .

1 03 C31LH 

_________



J a n u a r y  2 2 ,  1 9 9 2
P a g e  2

T h a n k  y o u  f o r  y o u r  a t t e n t i o n  on t h i s  m a t t e r .  I l o o k  
f o r w a r d  t o  h e a r i n g  f r o m  y o u  soon.

E n c l o s u r e s

M J S / s f

cc: D e b o r a h  B e h r
P a u l  F u h s  (w/ e n c l o s u r e s )
D i a n e  S c h e n k e r  (w/ e n c l o s u r e s )

V e r y  t r u l y  yours,

C H A R L E S  E. C O L L  
A T T O R N E Y  G E N E R A L

A s s i s t a n t  A t t o r n e y  G e n e r a l
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SECTIONAL ANALYSIS FOR AN ACT 
RELATING TO POPULATION 
MANAGEMENT IN THE STATE 

CORRECTIONAL SYSTEM CSHB 224 CHESS^

Introduction

This Act is a recognition of the universal view of 

corrections experts that a correctional system cannot adequately 

function when every prison bed is full. When all areas of 

correctional facilities designed for housing prisoners are full, 

violence is much more likely to occur, and correctional 

administrators have no flexibility to respond to the ever-changing 

demands of a growing prison population. Rehabilitative resources 

are stretched too thin to effectively fulfill their purpose of 

reforming offenders; and the public safety is thus adversely 

affected upon the release of prisoners from a crowded correctional 

system.

Because the prison population in Alaska is continuing to 

increase, this Act represents an effort to provide short term 

assistance in managing the prison population while more long terra 

solutions to prison crowding can be explored by the legislative and 

executive branches of government. Recommendations that will 

address this problem in a more comprehensive way are anticipated to 

come from the Alaska Sentencing Commission over the next few years.

Under this Act, when the prison population in the 

correctional system exceeds its maximum capacity for an extended 

period, the Commissioner must notify the governor and parole board, 

and certain offenders not otherwise eligible for parole become
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e l i g i b l e  a f t e r  s e r v i n g  at  l e a s t  h a l f  t h e i r  s e n t e n c e s .  I f  t h e  

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

r i s k  t o  t h e  p u b l i c ,  t h e n  h e  or  s h e  m a y  be r e l e a s e d  o n  d i s c r e t i o n a r y  

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

s e t  b y  t h e  board.

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

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

m a x i m u m  c a p a c i t y  w i t h i n  1 2 0  d a y s  o f  t h e  n o t i f i c a t i o n  t o  t h e  

g o v e r n o r ,  t h e n  c e r t a i n  l o w  r i s k  o f f e n d e r s  w i t h i n  120 d a y s  o f  t h e i r  

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

p a r o l e .  A m o n g  t h o s e  r e l e a s e d ,  o f f e n d e r s  w i t h  30 d a y s  o r  l o n g e r  

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

a t  a c o m m u n i t y  r e s i d e n t i a l  c e n ter.

T h i s  t w o  s t e p  p r o p o s a l  is s i m i l a r  t o  o n e s  u t i l i z e d  in a 

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

b r i e f  a n a l y s i s  of e a c h  s e c t i o n  o f  t h e  bill.

S e c t i o n  1. L e g i s l a t i v e  F i n d i n g s  A n d  Pu r p o s e .

T h i s  s e c t i o n  is a s t a t e m e n t  of t h e  p u r p o s e  of  t h e  bill: 

t o  m a n a g e  t h e  p o p u l a t i o n  in s t a t e  c o r r e c t i o n a l  f a c i l i t i e s  s o  as t o  

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

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

o f  t h e  p u b l i c .  S e e . A l a s k a  C o n s t i t u t i o n ,  Art. I, § 12.

T h o s e  o f f e n d e r s  a f f e c t e d  b y  t h i s  A c t  a r e  d e e m e d  t o  

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

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

t h i s  A c t  a s  a n  e x t r a o r d i n a r y  r e m e d y  t o  r e d u c e  p r i s o n  c r o w d i n g  w h i c h  

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

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

S e c t i o n  2. A S  1 2 . 5 5 . 1 2 5  ( q K

T h i s  s e c t i o n  c r o s s  r e f e r e n c e s  t h e  p r o v i s i o n s  w h i c h  

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

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

S e c t i o n  3 & 4. A S  3 3 . 1 6 . 0 9 0 ( b ) ; A S  3 3 . 1 6 . 0 9 0 ( c K

T h e s e  s e c t i o n s  c r o s s  r e f e r e n c e  t h e  p r o v i s i o n  w h i c h  

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

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

s e n t e n c e d  p r i s o n e r s  a r e  n o t  e l i g i b l e  f o r  p a r o l e .

S e c t i o n  5. A S  3 3 . 1 6 . 1 0 0 C c ) .

T h i s  s e c t i o n  d o e s  t h e  s a m e  t h i n g  as s e c t i o n s  3 a n d  4; 

and, in a d d i t i o n ,  m a k e s  a t e c h n i c a l  a m e n d m e n t  t o  b e t t e r  c l a r i f y  

e x i s t i n g  law.

S e c t i o n  6. A S  3 3 . 2 2 . 0 1 0  — 3 3 . 2 2 . 0 8 0 .  P r i s o n  P o p u l a t i o n  M a n a g e m e n t  
Act..

T h i s  s e c t i o n  a d d s  a n e w  c h a p t e r  to  t i t l e  33 in  A l a s k a ' s  

stcitutes. T h e  s e c t i o n s  in t h i s  c h a p t e r  p r o v i d e  the s t a t u t o r y  

s c h e m e  t o  h e l p  m a n a g e  A l a s k a ' s  p r i s o n  p o p u l a t i o n  w h e n  o v e r c r o w d i n g  

c o n d i t i o n s  p e r s i s t .  A  b r i e f  a n a l y s i s  o f  e a c h  s e c t i o n  a n d  its

3



i n t e n t  f o l l o w s :

CHAPTER 2 2 .  P R IS O N  P O P U LA TIO N  MANAGEMENT ACT

S e c t i o n  3 3 . 2 2 . 0 1 0 .  C a p a c i t y  of C o r r e c t i o n a l  S y s t e m .

T h i s  s e c t i o n  r e q u i r e s  t h e  c o m m i s s i o n e r  o f  c o r r e c t i o n s  t o  

a d o p t  r e g u l a t i o n s  u n d e r  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (AS 44.62) 

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

a n d  o f  t h e  c o r r e c t i o n a l  s y s tem. T h e  t e r m  ’’m a x i m u m  c a p a c i t y "  is 

d e f i n e d  i n  p r o p o s e d  A S  3 3 . 2 2 . 9 1 0 ( 6 )  as t h e  m a x i m u m  n u m b e r  o f  

p r i s o n e r s  t h a t  c a n  be  a c c o m m o d a t e d  in a r e a s  of a c o r r e c t i o n a l  

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

e x c l u d e s  t e m p o r a r y  h o l d i n g  areas. T h e  c o m m i s s i o n e r  w i l l  u t i l i z e  

g e n e r a l l y  a c c e p t e d  p r i n c i p l e s  of c o r r e c t i o n a l  m a n a g e m e n t  in s e t t i n g  

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

c o m m o n  a n d  l i v i n g  areas, t i m e  o u t  o f  l i v i n g  u n i t s ,  i n m a t e / s t a f f  

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

p r o g r a m  r e s o u r c e s .  T h e s e  f a c t o r s  a r e  s e t  o u t  in t h e  F i n a l  

S e t t l e m e n t  A g r e e m e n t  a n d  O r d e r  i n  C l e a r y  v. S m i t h . 3 A N - 8 1 - 5 2 7 4  Civ.

S e c t i o n  3 3 . 2 2 . 0 2 0 .  D u t i e s  of  t h e  C o m m i s s i o n e r .

T h i s  s e c t i o n  s e t s  o u t  t h e  d u t i e s  of t h e  c o m m i s s i o n e r  s o  

as t o  i m p l e m e n t  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r .  If t h e  a v e r a g e  

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

s y s t e m  f o r  a 3 0 - d a y  p e r i o d ,  t h e  c o m m i s s i o n e r  i s  r e q u i r e d  t o  n o t i f y  

t h e  g o v e r n o r  a n d  p a r o l e  b o a r d ;  p r e p a r e  a l i s t  of  p r i s o n e r s  w h o  

w o u l d  b e  e l i g i b l e  f o r  s p e c i a l  d i s c r e t i o n a r y  p a r o l e  u n d e r  A S



3 3 . 2 2 . 0 3 0 ;  a n d  e x p l o r e  a l t e r n a t i v e s  f o r  r e d u c i n g  p r i s o n  c r o w d i n g ,  

i n c l u d i n g  i n c r e a s i n g  t h e  m a x i m u m  c a p a c i t y ,  w i t h  e x e c u t i v e  and 

l e g i s l a t i v e  b r a n c h  l eaders.

U n d e r  s u b s e c t i o n  (b) , if t h e  p o p u l a t i o n  c o n t i n u e s  t o  

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

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

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

U n d e r  s u b s e c t i o n  (c) , if t h e  p r o v i s i o n s  r e g a r d i n g  s p e c i a l  

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

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

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

p r e p a r e  a l i s t  of p r i s o n e r s  e l i g i b l e  f o r  e a r l y  r e l e a s e  u n d e r  A S  

3 3 . 2 2 . 0 7 0 .

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

p r o b a t i o n  o r  p a r o l e  u n d e r  A S  3 3 . 2 2 . 0 5 0  d o e s  n o t  r e d u c e  t h e  p r i s o n  

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

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

p a r o l e  c o n s i d e r a t i o n . .

F i n a l l y ,  s u b s e c t i o n  (d) p r o v i d e s  t h a t  t h i s  s t a t u t o r y  

p o p u l a t i o n  m a n a g e m e n t  t o o l  (i.e., s p e c i a l  d i s c r e t i o n a r y  p a r o l e  

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

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

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

S e c t i o n  3 3 . 2 2 . 0 3 0 .  S p e c i a l  D i s c r e t i o n a r y  P a r o l e  E l i g i b i l i t y .

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

c l a s s e s  of  p r i s o n e r s  s e t  o u t  in A S  3 3 . 2 2 . 0 4 0 .

S u b s e c t i o n  (b) r e c o g n i z e s  t h e  d u e  p r o c e s s  r i g h t  o f  a 

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

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

c a p a c i t y .  S u b s e c t i o n  (c) p r o v i d e s  that, n o t w i t h s t a n d i n g  o t h e r  

p r o v i s i o n s ,  n o  p r i s o n e r  w i l l  b e c o m e  e l i g i b l e  f o r  s p e c i a l  

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

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

c a p a c i t y  o f  t h e  p r i s o n  s y s t e m  w i l l  b e  i n c r e a s e d  w i t h i n  t h e  n e x t  45 

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

S e c t i o n  3 3 . 2 2 . 0 4 0 .  C l a s s e s  o f  P r i s o n e r s  E l i g i b l e  f o r  S p e c i a l  
D i s c r e t i o n a r y  P a r o l e .

A  s t a t e  p r i s o n e r  w h o s e  s p e c i a l  d i s c r e t i o n a r y  p a r o l e  o r  

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

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

c o n d i t i o n s  w a r r a n t ,  if t h e  p r i s o n e r  is s e r v i n g  a s e n t e n c e  o f  a t  

l e a s t  181 d a y s  ' ( m i n i m u m  e l i g i b i l i t y  f o r  p a r o l e  u n d e r  

A S  3 3 . 1 6 . 0 9 0 ( a ) )  f o r  a c r i m e  o t h e r  t h a n  a n  u n c l a s s i f i e d  o r  A  F e l o n y  

u n d e r  A S  11, a n  e q u i v a l e n t  o f f e n s e  u n d e r  A l a s k a 1s f o r m e r  c r i m i n a l  

code, o r  c e r t a i n  s e r i o u s  c l a s s  B f e l o n i e s  (any B f e l o n y  a g a i n s t  a 

p e r s o n  u n d e r  A S  11.41, a r s o n  i n  t h e  s e c o n d  d e g r e e ,  c r i m i n a l  

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

a c l a s s  A  f e l o n y  o f f e n s e ) ; a n d  t h e  p r i s o n e r  is n o t  o t h e r w i s e  

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

T h e  c r i t i c a l  e l e m e n t  in  t h i s  s e c t i o n  w h i c h  s e r v e s  to



p r o t e c t  t h e  p u b l i c ,  in a d d i t i o n  t o  e x c l u d i n g  t h e  m o s t  s e r i o u s  

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

p a r o l e  m a y  n o t  b e  r e l e a s e d  on  p a r o l e  u n l e s s  t h e  p a r o l e  b o a r d  

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

v i o l a t e  t h e  lav; o r  o t h e r w i s e  p o s e  a t h r e a t  t o  t h e  p u b l i c .  

A S  3 3 . 1 6 . 1 0 0 ( a ) .  T h i s  p r o v i s i o n  a l o n g  w i t h  A S  3 3 . 2 2 . 0 3 0  p r o v i d e s  

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

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

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

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

c o n s i d e r e d  f o r  d i s c r e t i o n a r y  p a r o l e .

S e c t i o n  3 3 . 2 2 . 0 5 0  E a r l y  R e l e a s e  A n d  P r o b a t i o n  o r  P a r o l e  
S u p e r v i s i o n .

S u b s e c t i o n  (a) r e q u i r e s  t h e  c o m m i s s i o n e r  t o  r e l e a s e  e a r l y  

e a c h  p r i s o n e r  e l i g i b l e  u n d e r  A S  3 3 . 2 2 . 0 7 0  i n t o  s u p e r v i s e d  p r o b a t i o n  

o r  p a r o l e  if c r o w d i n g  c o n d i t i o n s  stil-l e x i s t  120 d a y s  a f t e r  

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

p a r o l e .  A  p r i s o n e r  m a y  n o t  be  r e l e a s e d  e a r l y  u n t i l  h e  o r  s h e  

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

w h i l e  o n  s u p e r v i s i o n .

S u b s e c t i o n  (b) d i c t a t e s  w h e t h e r  a p e r s o n  r e l e a s e d  e a r l y  

is  t o  be  u n d e r  p a r o l e  o r  p r o b a t i o n  s u p e r v i s i o n .  E a c h  p r i s o n e r  

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

e x c e p t  f o r  a p r i s o n e r  w h o  h a s  le s s  t h a n  10 d a y s  r e m a i n i n g  to  s e r v e  

o n  a s e n t e n c e  a t  t h e  t i m e  of e a r l y  r e l e a s e ,  a n d  w h o  is n o t  s u b j e c t  

t o  p r o b a t i o n  o r  p a r o l e  a f t e r  t h e  t e r m  of i n c a r c e r a t i o n .  S u c h  a



S u b s e c t i o n  (c) p r o v i d e s  t h a t  p r i s o n e r s  r e l e a s e d  e a r l y  

i n t o  s u p e r v i s e d  p r o b a t i o n  o r  p a r o l e ,  w h o  h a v e  3 0 d a y s  o r  l o n g e r  

r e m a i n i n g  t o  s e r v e  on t h e i r  s e n t e n c e s ,  a r e  r e q u i r e d  t o  r e s i d e  at  a 

c o m m u n i t y  r e s i d e n t i a l  c e n t e r .  If i n s u f f i c i e n t  s p a c e  e x i s t s  a t  

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

t h e  c o m m i s s i o n e r  s h a l l  d e t e r m i n e  w h i c h  p r i s o n e r s  s h a l l  r e s i d e  at  a 

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

a n d  c o s t - e f f e c t i v e  u s e  of r e s o u r c e s .

S u b s e c t i o n  (d) p r o v i d e s ,  s i m i l a r  to  A S  3 3 . 2 2 . 0 3 0 ( c ) ,  t h a t  

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

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

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

t h e  p r i s o n  s y s t e m  w i l l  b e  i n c r e a s e d  w i t h i n  t h e  n e x t  45 d a y s  s u c h  

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

S u b s e c t i o n  (e) m a k e s  c l e a r  t h a t  t h e  p r o h i b i t i o n  in 

A S  1 2 . 5 5 . 0 9 0 ( c )  a g a i n s t  p r o b a t i o n  l a s t i n g  m o r e  t h a n  f i v e  y e a r s  d o e s  

n o t  a p p l y  t o  a p r i s o n e r  r e l e a s e d  e a r l y  u n d e r  (a) of  t h i s  s e c t i o n .

S e c t i o n  3 3 . 2 2 . 0 6 0 .  V i o l a t i o n  of  C o n d i t i o n s  o f  E a r l y  R e l e a s e .

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

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

e a r l y  r e l e a s e ,  if a p r i s o n e r  o n  e a r l y  r e l e a s e  v i o l a t e s  a l a w  o r  

c o n d i t i o n  of p r o b a t i o n .  T h e  s a m e  a u t h o r i t y  is p r o v i d e d  t o  t h e  

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

p r i s o n e r  r e q u i r e s  n o  s u p e r v i s i o n  u p o n  r e l e a s e .



S e c t i o n  3 3 . 2 2 . 0 7 0 .  P r i s o n e r s  E l i g i b l e  f o r  E a r l y  R e l e a s e .

T h i s  s e c t i o n  l i s t s  s i x  r e q u i r e m e n t s  t h a t  m u s t  b e  m e t  f o r  

a p r i s o n e r  t o  b e  r e l e a s e d  e a r l y  u n d e r  A S  3 3 . 2 2 . 0 5 0 .  A s  in A S

3 3 . 2 2 . 0 4 0  ( e l i g i b i l i t y  f o r  s p e c i a l  d i s c r e t i o n a r y  p a r o l e ) ,  t h e  m o s t  

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

r e q u i r e m e n t s  a r e  s e l f - e x p l a n a t o r y  a n d  a r e  a i m e d  at  r e l e a s i n g  e a r l y  

o n l y  t h o s e  p r i s o n e r s  w h o  h a v e  s e r v e d  at l e a s t  o n e - h a l f  of  t h e i r  

p e r i o d  of  c o n f i n e m e n t ,  a r e  l e a s t  l i k e l y  t o  e n d a n g e r  t h e ' p u b l i c  a n d  

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

S e c t i o n  3 3 . 2 2 . 0 8 0 .  L i m i t a t i o n  o n  C i v i l  A c t i o n .

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

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

w i t h  a n y  of t h e  t i m e  l i m i t s  e s t a b l i s h e d  in t h i s  c h a p t e r .  I f  t h i s  

A c t  is a d o p t e d ,  it is p o s s i b l e  t h a t  t i m e  p r e s s u r e s  c a u s e d  b y  p r i s o n  

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

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

f r a m e s .  N o  l i a b i l i t y  w i l l  f l o w  f r o m  s u c h  an  o c c u r r e n c e .

S e c t i o n  3 3 . 2 2 . 9 0 0 .  R e g u l a t i o n s .

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

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

t h i s  chapter.

S e c t i o n  3 3 . 2 2 . 9 1 0 .  D e f i n i t i o n s .

T h i s  s e c t i o n  d e f i n e s  t h e  t e r m s  i n  AS 3 3 . 2 2 .

9



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

J u l y  1. 1995. T h i s  s u n s e t  p r o v i s i o n  is a r e c o g n i t i o n  t h a t  t h e  

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

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

c o m p r e h e n s i v e  r e c o m m e n d a t i o n s  of t h e  A l a s k a  S e n t e n c i n g  C o m m i s s i o n  

(AS 4 4 . 1 9 . 5 6 1  —  4 4 . 1 9 . 5 7 7 )  a r e  p r e s e n t e d  t o  t h e  l e g i s l a t u r e ,  a n d  

l o n g - t e r m  s o l u t i o n s  to  p r i s o n  c r o w d i n g  a r e  i m p l e m e n t e d ;

S e c t i o n  8. I m m e d i a t e  E f f e c t i v e  Date.

T h i s  s e c t i o n  p r o v i d e s  f o r  an  i m m e d i a t e  e f f e c t i v e  d a t e  f o r

t h i s  Act.

S e c t i o n  7 .  S u n s e t  P r o v i s i o n .

1 0
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WALTER J. rllCKEL. GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  &  

E C O N O M I C  D E V E L O P M E N T

DIVISION OF SANKING. SECURITIES 5 CORPORATIONS

P.O. BOX 0
J'JNEAU. ALASKA 63801-0800 
Banking & Securities (907) *65-2521 
Corporation Saotion 1907) 455-2520 
ANCHORAGE
Corporation Information (607) 553-216?

February 21, 1991

Mr. Gary Roth 
President and CEO 
Denali State Bank 
P.O. Box 74568 
Fairbanks, AK 99707-4568

Dear Mr. Roth;

You nave asked 1f a oank president must oe elected director by the 
sharenolders. Alaska S t a t u t e  06.05.435 r e q u ir e s  d i r e c t o r s . t o  b e . *  
e le c t e d  b y ;t n a ,.s h a r e h o ld e r s -a n c h 'A T a s k a " S t a t u t e ':0 6 '.05.437 r e q u i r e s . j i  • 
b a n k / p r e s id e n t 't o :  b e ." e le c te d  by"t h e - b o a r d - o f  d i r e c t o r s  arid must”. a \ so 
os a-director.. Although there 1s confusion in statutory language, I t s  
i s - c l e a r - . t h c - L e g i s ia t u r e  d1 d not intend that the p r e s id e n t . s t a n d . f o r . ... 
s h a j^ .h o T d f l i i^ a l ic t l  o n . ........

Research of legislative history and laws has revealed the following:

AS 06.05.300. General Corporate Powers. Upon f ilin g  the 
Articles of Incorporation, a bank becomes a legal corporation 
and may (1) - (4) . . . (5) elect directors who may appoint 
officers when necessary or convenient.

AS 06.05.435. Directors, (a) . . . (b) In the f ir s t  instance, 
the director shall be elected at a meeting held before the bank 
is authorized to do business by the department and thereafter 
at the annual meeting of the stockholders held each year.

ASLQ.6., 05.; .4.12(a)—^-7-. -T fte -p m l dent^’b f - a ^  chief _,
o f f  1 c ^ r ^ s ^ n s 1 . . b l e _ f o r ^ t h e l  m a ria g a m e r ito f-th V - b an k- m u st b e -a -------
memSer of:;they:board qf_dj£sciars. This provision was a result 
of an amendment 1n Am. Sec. 29, Ch., 169, SLA 1978. I t  was the 
only change made by that amendment. In review of legislative 
hi story, w e-7rartj.^l'8$t|r^atad;^ Senator*. >
JohrEl. ft&iifer^Prgaldant of the ■'Senate. 1 rr-wnich j&ovoenor "j 
Hamnrond-wroti.; :^^.tEfi£2^1raen<&Al.Q6" iJ57M2(i)._1 n- order.. to .. 
precj4Udec.'tfiff?pDsslfcl T tty1' that?aireiggigycemight  b rg ivtn  th 
t1 tl'e^o ^ i iesldent^bW fiav¥w  volce • 1 n^the^overaIT-management. .



Mr, Gary Roth - 2 - February 21, 1991

It-_1 s':clearly,:.ev1 dent that there was no .Intent to requirQj;b9 ,& resi-- 
dent.ofe&ybawlt uto . sol ictt-'shlrehol decs* .votes. 
ieopardizeTSle’raWl ity lo f  "the .pres1dent to-b^.objectTve_1.0Us1nessJ< 
deds1ons:t This matter could be handled 1n the Articles of incorpora­
tion J AS 06.05.345(a)(5) requires the Articles of Incorporation to 
specify the number of directors. At that section of the articles, i t  
could be stated that there shall be X number of directors elected by 
shareholders and that on appointment of officers, the presldent/CEO 
becomes an additional director Dy virtue of AS 06.05.437(a).

I have been advised that while intent of the Legislature 1s apparent, 
construction of law is confusing. Ttorjdl vision w ill take- no action i f .  
the president does not stand for shareholder election. We urge, 
however, that you propose an amendment to the banking code to address 
this confusion. We will also draft corrective legislation for 
consideration for the second session of the current Legislature.

I hope this w ill answer the question of a Dank president having to oe 
elected by the shareholders.

Director

WFK/TLL/mst2294m
022091a
cc: Anchorage Field Office



5 !  D e n t f U  S T t t T S  B f l H K
• ^m^̂ ^mâ m^̂ ^m^̂ m^̂ î ^̂ mmammamammaâ â aâ mmaaâ m^mâ mmmm^̂ ^̂ ^̂ mâ m^maâ m

119 N. Cushman Street • (907) 456-1400 • FAX (907) 456-2140 • P.O. Box 74568 • Fairbanks, Alaska 99707-4568

A p r i l  8, 1991

R e p r e s e n t a t i v e  T o m  M o y e r
A l a s k a  S t a t e  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
S t a t e  C a p i t a l
Juneau, A l a s k a  9 9 8 1 1

RE: H B 2 3 1

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

T h a n k  y o u  f o r  y o u r  i n t r o d u c t i o n  a n d  s u p p o r t  o f  H o u s e  B i l l  231.
T h e  p u r p o s e  o f  th i s  b i l l  is to c l a r i f y  t h e  e l e c t i o n  of  a S t a t e  
B a n k  P r e s i d e n t  to t h e  p o s i t i o n  on the B o a r d  o f  D i r e c t o r s .

A.S. 0 6 . 0 5 . 4 3 7 ( a )  s t a t e s  "the P r e s i d e n t  o f  a b a n k  o r  o t h e r  C h i e f  
O f f i c e r  r e s p o n s i b l e  f o r  t h e  m a n a g e m e n t  of  t h e  b a n k  m u s t  b e  a
m e m b e r  of  the B o a r d  of D i r e c t o r s . "  W i t h  t h i s  s t a t u t e  in m ind, I,
as P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  O f f i c e r ,  s t o o d  f o r  r e - e l e c t i o n  
b y  the s h a r e h o l d e r s  at o u r  f i r s t  t h r e e  a n n u a l  m e e t i n g s .  T h i s
p o s e d  n o  p r o b l e m  as the p r o p o s e d  s l a t e  of D i r e c t o r s  f o r  the B a n k
w as u n a n i m o u s l y  e l e c t e d  the f i r s t  t h r e e  y e a r s .  H o w e v e r ,  at the 
f o u r t h  a n n u a l  s h a r e h o l d e r s  m e e t i n g ,  a n o m i n e e  f o r  D i r e c t o r  w a s  
n o m i n a t e d  f r o m  the floor. T h u s  a r u n  o f f  e l e c t i o n  w a s  r e q u i r e d .  
A t  this p o i n t  in t i m e  w e  b e c a m e  u n c e r t a i n  as t o  w h e t h e r  the 
P r e s i d e n t  o r  C h i e f  O f f i c e r  o f  the B a n k  h a d  to s t a n d  f o r  e l e c t i o n  
to the B o a r d  of  D i r e c t o r s  b e c a u s e  o f  t h e  s t a t u t o r y  r e q u i r e m e n t .
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T o  s o l v e  the i m m e d i a t e  q u e s t i o n  b e f o r e  t h e  b ody, I s t o o d  f o r  re- 
e l e c t i o n  a n d  w a s  e l e c t e d .  H o w e v e r ,  in so do i n g ,  I h a d  to s o l i c i t  
t h e  s u p p o r t  o f  s e v e r a l  s h a r e h o l d e r s  at t h e  m e e t i n g  to a s s u r e  this 
r e - e l e c t i o n .  A t  o u r  n e x t  D i r e c t o r s  m e e t i n g ,  it w a s  t h e  u n a n i m o u s  
c o n s e n s u s  of o u r  B o a r d  o f  D i r e c t o r s  t h a t  the P r e s i d e n t  s h o u l d  not 
h a v e  to s o l i c i t  s u c h  p o l i t i c a l  f a v o r s  f r o m  the s h a r e h o l d e r s  as it 
c o u l d  c o m p r o m i s e  t h e  m a n a g e m e n t  o f  the Bank. A  r e q u e s t  w a s  m a d e  
to t h e  D i v i s i o n  o f  B a n k i n g ,  S e c u r i t i e s  a n d  C o r p o r a t i o n s  to 
c l a r i f y  t h i s  is s u e .  W i l l i s  K i r k p a t r i c k  r e s p o n d e d  to the 
u n d e r s i g n e d  on  F e b r u a r y  21, 1991 i n d i c a t i n g  t h a t  r e s e a r c h  into 
t h e  m a t t e r  b y  his d e p a r t m e n t  i n d i c a t e d  th a t  "it w a s  c l e a r l y  
e v i d e n t  t h a t  t h e r e  w a s  no i n t e n t  to r e q u i r e  t h e  P r e s i d e n t  o f  a 
B a n k  to s o l i c i t  s h a r e h o l d e r  v o t e s . "  He  a l s o  s t a t e d ,  " a l t h o u g h  
t h e r e  is c o n f u s i o n  in s t a t u t o r y  l a n g u a g e ,  it is c l e a r  the 
l e g i s l a t u r e  d i d  n o t  i n t e n d  t h a t  the P r e s i d e n t  s t a n d  for 
s h a r e h o l d e r  e l e c t i o n . "  H e  a l s o  r e f e r s  to o t h e r  l e g i s l a t i v e  
r e s e a r c h  w h i c h  i n d i c a t e s  t h a t  a v a c a n t  b o a r d  s e a t  s h o u l d  b e  
w i t h h e l d  at t h e  s h a r e h o l d e r  e l e c t i o n  w h i c h  w i l l  l a t e r  b e  f i l l e d  
b y  t h e  B o a r d  o f  D i r e c t o r s  a n n u a l l y  as t h e y  e l e c t  o f f i c e r s  o f  the 
B ank, i n c l u d i n g  t h e  P r e s i d e n t  o r  C h i e f  E x e c u t i v e  O f f i c e r .  He  
s t a t e s  "this w o u l d  t h e n  p r e c l u d e  the p o s s i b i l i t y  t h a t  an e m p l o y e e  
m i g h t  b e  g i v e n  t h e  t i t l e  o f  P r e s i d e n t  b u t  h a v e  n o  v o i c e  in the 
o v e r a l l  m a n a g e m e n t  o f  the B a n k . "

S t a t e  s t a t u t e s  r e q u i r e  t h a t  a l l  o f f i c e r s  of a b a n k  b e  r e - e l e c t e d  
a n n u a l l y  b y  the B o a r d  o f  D i r e c t o r s .  T h i s  t h e n  w o u l d  a c c o m p l i s h  
the p l a c i n g  o f  the P r e s i d e n t  o n  the B o a r d  of D i r e c t o r s  o f  the 
B a n k  in c o m p l i a n c e  w i t h  s t a t u t e .  H B 2 3 1  p r o p e r l y  a d d r e s s e s  this 
s c e n a r i o  a n d  w e  a p p r e c i a t e  y o u r  i n v o l v e m e n t .  T h a n k  you.

P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  O f f i c e r

G R / a j
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SUBJECT:
TO:

FROM:

E ffe c t o f H B  231 on AS 06.05.435 (W o rk  O rde r No. 7-LS1037)

Representa tive Dav id  F inke ls te in
C ha ir, House Labo r &  Com m erce Com m ittee
A ttn : C lif f

Theresa L . Bann ister 
Leg is la tive Counsel

Y ou  have asked w he the r the new language ("am endm ent") con ta ined in  lines 9-10 o f 
H B  231, "A n  A c t re la ting  to the presidents and o the r c h ie f executive officers o f 
banks" e lim ina tes ce rta in  provisions o f AS  06.05.435 fo r  the ch ie f executive o ffice r 
("C EO ") o f  a bank and the o the r d irectors o f  the bank. In  de te rm in ing  which 
provisions to  address in  th is memo, I  have ta lked  w ith  you r s ta ff and I  have exam ined 
Representa tive P a rne ll’s no ta tions on H B  231.

The  am endm ent reads: "bu t is no t subject to  the e lection requ irem ents under 
AS 06.05.435 '. T he  fu ll sentence conta in ing the  am endm ent reads as fo llows:

"U pon  e lec tion  to  the position by the board o f  d irectors, the [T H E ] 
p res iden t o f a bank o r o the r ch ie f o ffice r responsible fo r the manage­
m en t o f the bank becomes [M U S T  B E ] a m em ber o f the board  o f 
d irec to rs , bu t is no t subject to  the e lec tion requ irem ents under 
AS 06.05.435 fo r  d irec to rs ."

F irs t o f  a ll, the am endm ent c learly applies jus t to  the C EO  and does no t app ly to  the 
o the r d irec to rs . The  amendment on ly states tha t the C E O  is no t subject to  the 

/e le c t io n  requ irem ents^ fo r  d irectors. Second, the new Lnguage applies on ly to  
e lection re q u irem en ts /n o t to  o the r requirements.



In  AS  06.05.435(a)^, the amendment has the e ffect o f saying the C E O  is no t to  be 
e lected by the stockholders. The rest o f the d irectors are s till to  be elected by the 
stockholders and ho ld  o ffice  fo r one year and un til th e ir successors are e lected and 
have qua lified . The amendment does no t change the rest o f  the subsection. The 
requ irem en t remains th a t a m a jo rity  o f the board o f d irec to rs must be bona fide  
residents o f the state.

In  AS  06.05.435(b)^, the amendment has the effect o f rem oving the CEO  from  the 
e lection requirem ents o f the section. The amendment does n o t change any o f these 
e lection requ irements in  the subsection fo r the o the r d irectors.

In  AS 06.05.435(c)^, the amendment does no t change any o f the provisions, since 
the subsection does no t address the e lection o f d irectors. Each d irec to r, inc lud ing the 
CEO , must satisfy the cap ita l stock ownership requ irem ents o f the subsection.

I f  I can be o f fu r th e r assistance, please advise.

T LB rp l
91-284.plm

Representative David Finkelstein
April 22, 1991
Page 2

UAS 06.05.435(a) reads as follows:

(a) The affairs of every bank incorporated under this chapter shall be managed by 
not less than five directors, nor more than 25, who shall be elected by the 
stockholders and hold office for one year and until their successors are elected and 
have qualified. A majority of the board of directors shall be bona fide residents of 
the state and a majority constitutes a quorum for the transaction of business.

-/AS 06.05.435(b; reads as follows:

(b) In the first instance the directors shall be elected at a meeting held before the 
bank is authorized to do business by the department and thereafter at the annual 
meeting of the stockholders held each year. If no election is held at that time, it may 
be held at an adjourned meeting or at a subsequent meeting called for that purpose, 
notice of which shall be given as provided in the bylaws.

^AS 06.05.435(c) reads as follows:

(c) Each director of a bank shall own in the director’s own right free of any 
encumbrance capital stock of the bank in an amount equal to at least 31,000 in par 
value.
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DATE: April 23, 1991

TO: Honorable Tom Moyer
House of Representatives

FROM: W illis  F. Kirkpatric*, Director
Division of Banking, Securities and Corporations 
Department of Commerce and Economic Development

SUBJECT: Representative Kevin Parnell's Concerns of HB 231

The purpose of HB 231 as you stated is to correct the dichotomy inadver­
tently created by an amendment to the banking code in 1978 (Sec. 29,
Ch. 169, SLA 1978). This amendment provided that " . . .  the president 
of a bank or other chief officer responsible for the management of the 
bank must be a member of the board of directors.1' When Governor Hammond 
transmitted the proposed amendments in 1978 to Senator Rader, President 
of -;he Senate, he wrote "Sec. 29 amends AS 06.05.437;a) in order to pre­
clude the possibility that an employee might be given the t i t le  of presi­
dent but have no voice in the overall management of the bank." (Emphasis 
added.) I t  is apparent that the intent is to give the employee who is 
hired as a chief officer (CEO) a vote (voice) on the board.

In the administration of the Alaska Banking Code, we recognize that in 
corporate powers and structure shareholders elect the board of directors 
who in turn appoint (elect) the officers of the bank. I t  is  not the 
focal point that management (CEO) has a voice on the board and is suc­
cessful in a shareholders' election but rather than whether he is suc­
cessful in safe and sound bank management. I f  the CEO is  elected by the 
shareholders and is not a good manager, can he be removed by the board 
action "at any time" as is provided by AS 06.05.437(a).

I t  is  clear that IIB 231 offers a simple solution to a confusing situation 
created by an ambiguous amendment to the Alaska Banking Code in 1978. 
While exempting the CEO from shareholder election provisions, the law 
retains the requirements of oath of office and qualifying shares as for 
other directors.

We applaud your e ffo rt in trying to correct this inadvertent dichotomy.

WFK/sh9273M
042391b

08-H14LH



D istrict 19 • 119 N . C u sh m an  St ., S uite 203  • Fairbanks, A K  99701 9 (9 0 7 ) 4 56 -8 161
International Trade & Tourism, Chair • State Affairs, Vice Chair • Resources, Member

 R e p r e s e n t a t i v e  T o m  M o y e r __________

M E M O R A N D U M

To: Representative Dave Donley

Chair, Judiciary Committee

From: Representative T o m  M o y e

April 25, 1991

Re: H B 2 3 1 , relating to bank presidents

With this m e m o ,  I would like to request the Judiciary Committee to hold a 

hearing on H B 2 3 1  at your earliest convenience.

T h e  bill is designed to clarify confusion in current statutes about whether a bank 

president or other chief executive officers must be elected in a shareholder 

election. A s  indicated in the attached material, the intent of the legislature is that 

such officers should be elected by their boards and not in shareholder 

elections. This bill would eliminate the confusion.

I a m  happy to testify at your convenience or supply additional information if 

necessary.

A laska State Legislature • P.O. Box V  • Juneau, A K  99811 • (907) 465-4930
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M E M O R A N D U M

To: Representative Dave Donley

Chair, H o u s e  Judiciary

From: Representative T o m  Moyer

Re: H B 2 3 1 , relating to the election of bank presidents

M a y  10, 1991

With this m e m o ,  I a m  submitting for your bill files additional letters of support for 

HB231. Additionally, I would like to request a hearing on the bill at your earliest 

convenience.

Alaska S tate Legislature • P.O. B ox V  • Juneau, AK  99811 • (907) 465-4930
' Steele Creek/Gilmore • Stê eEast «5teese West •Gofdstream V Estet • Ft, Walpwright • Two Rivers ••Fox Centra! • Uvengopd • Circle • Chatanika

%■ CtMMIK* GCIU (Urturt 0  Rocyclod Popor



Key Bank of Alaska
A KeyCorp Bank

101 West Benson Boulevard 
Post Office Box 100420 
Anchorage, Alaska 995100420 
(907) 564-0250 or (907) 562-6100

Michael J. Burns
President and 
Chief Executive Officer

M a y  2, 1 9 9 1

T h e  H o n o r a b l e  T o m  M o y e r
119 N. C u s h m a n  St., S u i t e  203
F a i r b a n k s ,  A l a s k a  9 9 7 0 1

D e a r  R e p r e s e n t a t i v e  M o y e r ,

P l e a s e  a c c e p t  m y  a p o l o g i e s  f o r  t h e  t a r d i n e s s  of th i s  l e t t e r  
of s u p p o r t  f o r  H B  2 3 1  w h i c h  y o u  r e c e n t l y  i n t r o d u c e d .  K e y  B a n k  
of A l a s k a ,  as t h e  l a r g e s t  s t a t e  c h a r t e r e d  b a nk, a n d  the A l a s k a  
B a n k e r s  A s s o c i a t i o n ,  of w h i c h  I a m  c u r r e n t l y  s e r v i n g  as 
P r e s i d e n t ,  b o t h  w h o l e  h e a r t e d l y  s u p p o r t  the i n t e n t  of this 
l e g i s l a t i o n .  Y o u r  i n t e r e s t s  in t h e  w e l l  b e i n g  of the b a n k i n g  
s y s t e m  is g r e a t l y  a p p r e c i a t e d .

S h o u l d  y o u  h a v e  a n y  q u e s t i o n s  a b o u t  K e y  B a n k ' s  or the 
A s s o c i a t i o n ' s  p o s i t i o n  o n  l e g i s l a t i o n ,  p l e a s e  c o n t a c t  m e  at 
y o u r  c o n v e n i e n c e .

B u r n s

M J B :jr

| O t
2 BANK

Involved. Innovative. Professional.
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M a y  1, 1991

M r . T o m  M o y e r ,
R e p r e s e n t a t i v e  
D i s t r i c t  19
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

RE: H O U S E  B I L L  NO. 2 3 1

D e a r  Mr. M o y e r :

T h a n k  y o u  v e r y  m u c h  f o r  y o u r  l e t t e r  of A p r i l  11, 1 9 9 1  a n d  t h e  
c o p i e s  o f  p e r t i n e n t  i n f o r m a t i o n  c o n c e r n i n g  H o u s e  B i l l  No. 231.

Y o u r  l e g i s l a t i v e  e f f o r t s  t o  c l a r i f y  t h e  c u r r e n t  s t a t u t e s  w i t h  
r e g a r d  t o  t h e  e l e c t i o n  of b a n k  p r e s i d e n t s  a n d  c h i e f  e x e c u t i v e  
o f f i c e r s  h a v e  o u r  t o t a l  s u p p o r t .

>s&\

P r e s i d e n t

3111 C Street •  P.O. Box 241489 
Anchorage, Alaska 99524-1489 
907/562-0062
FAX 907/562-1758 Member FDIC


