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F a irb a n k s  i n  a d d i t i o n  t o  th e  o i l  f i r e d  c a p a b i l i t y .  As o i l  i s  
m o re  e x p e n s iv e  th a n  gas fro m  Cook I n l e t ,  F a irb a n k s  b u y s  a s  much 
p o w e r as i t  c a n  g e t  o v e r  th e  i n t e r t i e  and s u p p le m e n ts  a ny 
a d d i t i o n a l  r e q u ire m e n ts  w i t h  o i l  f i r e d  g e n e r a t io n .  To s u m m a riz e , 
F a irb a n k s  c a n  p ro d u c e  w i t h  c o a l  f i r e d  g e n e r a t io n  a l l  b u t  80MW 
o f  th e  F a irb a n k s  n ee d s  d u r in g  p e a k  dem and.

The C i t y  o f  F a irb a n k s  h a s  m ore  th a n  e no u gh  o i l  a nd  g e n e r a t in g  
c a p a c i t y  t o  m e e t c u r r e n t  dem and. The  p ro b le m  i s  t h a t  t h e  c a s t 
o f  g e n e r a t in g  e l e c t r i c i t y  w i t h  o i l  i s  s i g n i f i c a n t l y  m ore 
e x p e n s iv e  th a n  g e n e r a t in g  e l e c t r i c i t y  w i t h  gas o r  c o a l .

T h is  th e n  b r in g s  u s  t o  th e  H e a ly  C o a l p r o j e c t .  I n  1 9 8 9 , th e  
L e g is la t u r e  s e g re g a te d  $30 m i l l i o n  w i t h i n  th e  R a i l b e l t  E n e rg y 
Fund as a c o n t in g e n t  a p p r o p r ia t io n  f o r  th e  c o n s t r u c t io n  o f  a 
c o a l  c o - g e n e r a t io n  p la n t  a t  H e a ly .  T h is  a p p r o p r ia t io n  la p s e d 
b a c k  i n t o  th e  R a i l b e l t  E n e rg y  Fund w i t h o u t  r e s t r i c t i o n s  on Ju n e 
3 0 , 1 9 9 0 . The L e g is la t u r e  a p p r o p r ia te d  $25 m i l l i o n  t o  th e  A la s k a 
I n d u s t r i a l  D e v e lo p m e n t and E x p o r t  A u t h o r i t y  t o  h e lp  fu n d  th e  
H e a ly  C o -G e n e ra t io n  p r o je c t  i n  1 9 9 0 .

W hat d oe s  t h e  te rm  c o - g e n e r a t io n  mean? The F e d e ra l d e f i n i t i o n  
o f  c o - g e n e r a t io n  i s  ' ' t h e  u t i l i z a t i o n  o f  a t  l e a s t  5% o f  g e n e ra te d  
e n e rg y  o u tp u t  f o r  h e a t  lo a d  r a t h e r  th a n  f o r  e l e c t r i c  u t i l i t y  u se 
i n  t h e  e l e c t r i c a l  g r i d  o r  a re a ” . U s i b e l l i  h ad  p la n n e d  and  h as 
r e q u e s te d  A IE D A , th e  p ro p o s e d  p r o j e c t  o w n e r, t o  in c lu d e  
p r o v is io n s  i n  t h e  p r o j e c t  d e s ig n  f o r  u t i l i z i n g  h e a t  f ro m  th e  new 
p la in t  f o r  c o a l  p r o c e s s in g  ( b e n e f i c i a t i o n ) . The a v a i l a b i l i t y  o f 
h e a t  f ro m  th e  p l a n t  w i l l  depend  u p o n  th e  t im in g  o f  t h e  c o a l 
b e n e f i c i a t i o n  p l a n t ,  demand f o r  e l e c t r i c i t y ,  and  th e  e co n o m ics 
o f  h e a t  s a le s  t o  U s i b e l l i .  B e n e f i c i a t i o n  i s  t h e  p ro c e s s  o f 
t r e a t i n g  c o a l  i n c lu d in g  c r u s h in g  c o a l ,  t u r n in g  c o a l  i n t o  l i q u i d , 
d r y in g  o f  c o a l ,  and  o t h e r  te c h n iq u e s  w h ic h  e nh a nce  th e  e n e rg y 
v a lu e  o f  e x t r a c t e d  c o a l .  C o a l d r y in g  i s  one  o f  t h e  s im p le s t 
fo rm s  o f  b e n e f i c i a t i o n .

U s i b e l l i  now e x p o r t s  c o a l  t o  K o re a . W ith  c u r r e n t  p r o c e s s in g , 
a p p r o x im a te ly  1 /4  o f  th e  to n n a g e  i s  w a te r .  T h is  le d  t o  th e  
i n i t i a l  id e a  o f  d e v e lo p in g  a c o a l  d r y in g  f a c i l i t y .  H o w e ve r, upon 
f u r t h e r  i n v e s t i g a t i o n ,  i t  became a p p a re n t  t h a t  t h e  q u a n t i t y  o f 
h e a t  n e c e s s a ry  t o  ru n  su ch  an o p e r a t io n  i n  c o m p a r is o n  t o  th e  
m o n e ta ry  b e n e f i t s  t o  be g a in e d  w o u ld  n o t  be  e c o n o m ic a l ly 
f e a s i b l e  i n  t o d a y 's  m a rk e t .

A t  p r e s e n t ,  t h e  D e p a rtm e n t o f  E n e rg y  w i l l  o n ly  s u p p o r t  th e  
e l e c t r i c a l  g e n e r a t io n  p a r t  o f  th e  H e a ly  p r o j e c t .  DOE i s  lo o k in g  
f o r  new c o m b u s t io n  te c h n o lo g y  and  h a s  a w a rd e d  a g r a n t  i n  th e  
am oun t o f  $93 m i l l i o n  d o l l a r s  f o r  t h e  c o n s t r u c t i o n  o f  t h e  new 
c o a l  f i r e d  p o w e r g e n e r a t io n  p la n t  a t  H e a ly .

T h is  new p la n t  w i l l  b e  c a p a b le  o f  u s in g  "w a s te  c o a l "  w h e re a s 
t h e  e x i s t i n g  p l a n t  a t  H e a ly  ca n  u se  o n ly  p u re  c o a l .  The s u r fa c e
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of the coal seam must be continually scraped to remove the final 
amount of overburden (dirt) and expose a clean coal surface. The 
result of thi3 continual scraping is "waste coal" or coal that 
is mixed with dirt. I n  the past, Usibelli has had no market for 
this "waste coal" and it has been shoved aside and/or buried. 
The new plant will provide a means to utilize more of the coal 
resource and minimize loss.

U s i b e l l i  i s  c o n t in u in g  t o  lo o k  a t  new te c h n o lo g ie s  w i t h  t h e  
u l t i m a t e  g o a l  o f  e x p o r t in g  m o re  c o a l  a n d  c o a l  p r o d u c t s .  One 
d i s t i n c t  p o s s i b i l i t y  l i e s  i n  " c a r b o n  m a r b le s "  ( o r  p e l l e t s )  w h ic h 
ca n  be u s e d  i n  p la c e  o f  co k e  f ro m  c o k in g  c o a l  f o r  s t e e l  m a k in g . 
T h is  i s  a s p e c ia l i z e d  p r o d u c t  w h ic h  h a s  h ig h  p o t e n t i a l  f o r  
m a rk e t  e x p a n s io n .  The demand f o r  c o k in g  c o a l  i n  t h e  P a c i f i c  P irn 
i s  s e v e r a l  m i l l i o n  to n s  p e r  y e a r .  I t  i s  unknow n a t  t h i s  t im e  how 
m uch o f  t h a t  n a r k e t  c o u ld  be c a p tu r e d  b y  A la s k a n  c o a l p r o d u c ts . 
A t  p r e s e n t ,  th e  P a c i f i c  R im  n a t io n s  a r e  im p o r t in g  c o k in g  c o a l 
f ro m  as f a r  away as th e  e a s te r n  U .S . v i a  th e  Panama C a n a l. 
P a c i f i c  R im  co k e  p r i c e s  a re  r e p o r t e d  i n  e x c e s s  o f  $100 p e r  t o n  
com pared  t o  a p p r o x im a te ly  $40 p e r  t o n  f o r  ra w  s te a m  c o a l  f ro m  
A u s t r a l i a ,  th e  c h ie f  c o m p e t i t o r  i n  P a c i f i c  R im  s te am  c o a l 
m a rk e ts .  W ith  A la s k a 's  u n iq u e  l o c a t i o n ,  we s h o u ld  t o  be a b le  t o  
ta p  a s i g n i f i c a n t  p o r t io n  o f  t h e  m a r k e t .  U s i b e l l i  a n t i c ip a t e s  
a d e t e r m in a t io n  o f  th e  p o t e n t i a l  A la s k a  m a rk e t  s h a re  w i t h i n  one 
y e a r  and a n t ic ip a -  es co m in g  on  l i n e  w i t h  a c o - b e n e f i c ia t i o n  
p r o je c t  a t  a b o u t th e  same t im e  th e  new g e n e r a t io n  p la n t  comes 
on l i n e .

When c o n s id e r in g  th e  c o s t / b e n e f i t  o f  t h e  new g e n e r a t io n  p l a n t , 
one m u s t ta k e  i n t o  c o n s id e r a t io n  s e v e r a l  f a c t o r s .  A new p la n t 
w i l l  e n h a n ce  c o n s e r v a t io n  o f  t h e  c o a l  r e s o u r c e  ( t h e  new p la n t 
w i l l  be a b le  t o  b u m  "w a s te  c o a l " ) . New jo b s  w i l l  be  c r e a te d . 
M ore  p u re  c o a l  w i l l  be  u t i l i z e d  th u s  p r o d u c in g  m ore  r o y a l t y  
re v e n u e  f o r  th e  s t a t e  w h ic h  h e lp s  d i v e r s i f y  o u r  econom y. And an 
e co n o m ic  s u p p ly  o f  p o w e r w i l l  b e  a v a i l a b le  t o  th e  r e s id e n t s  o f 
F a ir b a n k s .  T h is  w o u ld  a ls o  e n h a n c e  r e l i a b i l i t y  o f  th e  e n t i r e  
g r i d  s y s te m  fro m  F a irb a n k s  t o  t h e  K e n a i P e n in s u la .

I t  i s  f e l t  t h a t  t h e r e  w i l l  be  an  in c r e a s e d  need  f o r  b a se  lo a d  
c a p a c i t y  i n  t h i s  a re a  a ro u n d  th e  t u r n  o f  t h e  c e n t u r y .  W ith  th e  
F e d e ra l g r a n t  d o l l a r s ,  t h i s  p l a n t  w i l l  be  p r o d u c in g  th e  lo w e s t 
c o s t  p o w e r a v a i la b le  a ro u n d  th e  y e a r  2 0 0 0 . T he  c o s t  o f 
e l e c t r i c i t y  f ro m  th e  new c o a l  p l a n t  i s  e x p e c te d  t o  b e  4 .5  c e n ts 
p e r  KW h o u r  as co m pa re d  t o  a new d ie s e l  p l a n t  a t  6 c e n ts  p e r  KW 
h o u r ,  o r  a new g a s  f i r e d  p l a n t  a t  4 c e n ts  p e r  KW h o u r .

T h e re  a re  o t h e r  f a c t o r s  a ls o  t h a t  s h o u ld  be c o n s id e r e d  when 
e v a lu a t in g  t h i s  p r o j e c t .  We h a v e  f o r  a lo n g  t im e  h e ld  t h e  
p o s i t i o n  t h a t  we m u s t d i v e r s i f y  o u r  econom y a nd  le s s e n  o u r 
d e p e nd en ce  on o i l .  A la s k a  h a s  an a b u n d a n t s u p p ly  o f  n a t u r a l 
r e s o u r c e s ,  h o w e v e r m o s t o f  th o s e  r e s o u r c e s  re m a in  u n d e v e lo p e d 
o r  n o t  d e v e lo p e d  t o  t h e i r  maximum e c o n o m ic  p o t e n t i a l .  C o a l i s



su ch  a r e s o u r c e .

E nhanced p r o c e s s in g  ( b e n e f i c i a t i o n )  w i l l  a id  i n  th e  maximum 
d e v e lo p m e n t o f  t h i s  r e s o u r c e  w h ic h  i n  t u r n  w i l l  p ro d u c e 
in c r e a s e d  re v e n u e s  t o  t h e  s t a t e .  When c o n s id e r in g  t h e  p o t e n t i a l 
o f  in c r e a s e d  r o y a l t i e s  t o  t h e  s t a t e  c o f f e r s ,  one  m u s t u n d e rs ta n d  
how r o y a l t i e s  a re  c a lc u la t e d .

New le a s e s  and  le a s e s  w h e re  r o y a l t y  a d ju s tm e n ts  h a v e  ta k e n  p la c e  
a re  b a se d  u po n  a p e r c e n ta g e  o f  t h e  " a d ju s t e d  g ro s s  v a lu e "  (AGV) , 
w h ic h  i s  e s s e n t i a l l y  e q u iv a le n t  t o  a "m in e  m o u th "  v a lu e  f o r  
c o a l .  T h a t  i s ,  b a s ic  p r o d u c t io n  c o s ts  a re  in c lu d e d  b u t 
t r a n s p o r t a t io n  and p r o c e s s in g  a r e  n o t .  T h e r e fo r  a , th e  r o y a l t y  
b a s is  o r  AGV w o u ld  in c r e a s e  o n ly  i f  a b e n e f i c i a t i o n  p la n t  c o u ld  
p a y  a h ig h e r  p r i c e  f o r  ra w  c o a l  fe e d  t o  th e  p la .r  : .  Some e x i s t i n g  
le a s e s  a re  s t i l l  b a s e d  on  a f i x e d  r o y a l t y  p e r  t o n .  The p r im a r y  
in c r e a s e  i n  p a y m e n ts  t o  s t a t e  c o f f e r s  w o u ld  come f ro m  th e  
in c re a s e d  q u a n t i t y  o f  c o a l  p ro d u c e d . B o th  t h e  p o w e r p l a n t  and 
a b e n e f i c i a t i o n  p la n t  w o u ld  r e s u l t  i n  in c r e a s e d  p a y m e n ts  t o  t h e  
s t a t e  b e ca u se  o f  in c r e a s e d  p r o d u c t io n .

The n e x t  p r o j e c t  t h a t  m u s t b e  to u c h e d  on  i s  th e  F u l l  U p g ra d e  o f 
th e  A n c h o ra g e  -  F a ir b a n k s  I n t e r t i e .  The  e s t im a te d  c o s t  o f  t h i s  
p r o je c t  i s  $118 m i l l i o n  d o l l a r s .  AEA h a s  c o n c lu d e d  t h a t  t h e  
b e n e f i t  v a lu e  o f  a f u l l  u p g ra d e  i s  n o t  s u f f i c i e n t  t o  j u s t i f y  
s p e n d in g  $118 m i l l i o n  d o l l a r s .  The f u l l  u p g ra d e  o f  th e  l i n e  
w o u ld  in c r e a s e  th e  maximum p o w e r t r a n s f e r  f ro m  th e  e x i s t i n g  62MW 
o u tp u t  t o  225MW o u t p u t ,  s u b s t a n t i a l l y  m ore  th a n  i s  a n t i c ip a t e d  
b e in g  needed  i n  th e  fo r e s e e a b le  f u t u r e  and  w o u ld  n o t  b e  c o s t 
e f f e c t i v e .

The $10 m i l l i o n  d o l l a r  p a r t i a l  u p g ra d e  on t h e  n o r t h e r n  i n t e r ­
t i e  in c lu d e s  u p g ra d in g  t h e  e n t i r e  l i n e  fro m  A n c h o ra g e  t o  
F a irb a n k s .  E q u ip m e n t w o u ld  b e  i n s t a l l e d  on  th e  l i n e  t h a t  w o u ld 
b r in g  th e  l i n e  up t o  w i t h i n  a c c e p ta b le  s ta n d a rd s  o f  s t a b i l i t y .  
S t a b i l i t y ,  h o w e v e r, i s  n o t  t h e  o n ly  c o n s id e r a t i o n .  R e l i a b i l i t y  
o f  th e  l i n e  i s  e q u a l l y  im p o r t a n t .  I t  i s  im p o r ta n t  t o  rem em ber 
t h a t  when y o u  u p g ra d e  a l i n e  and in c r e a s e  th e  t r a n s f e r  l e v e l  y o u 
a ls o  in c r e a s e  th e  l e v e l  o f  lo s s e s .  T h is  u p g ra d e  w i l l  o n ly  
in c r e a s e  th e  t r a n s f e r  c a p a b i l i t y  fro m  th e  p r e s e n t  62MW o u tp u t 
t o  84MW o u t p u t .  E e n ce , t h e  n e e d  t o  go b e y o n d  th e  p a r t i a l  u p g ra d e 
f o r  th e  n o r th e r n  p a r t  o f  t h e  g r i d  a r e a .

M o s t o f  t h e  p o w e r t h a t  i s  l o s t  i n  t r a n s m is s io n  a lo n g  th e  
A n ch o ra g e  -  F a irb a n k s  r o u t e  i s  l o s t  b e tw e e n  H e a ly  a n d  F a ir b a n k s . 
C o n s e q u e n tly  th e  re c o m m e n d a tio n  o f  a s e c o n d  138KV l i n e  b e tw e e n 
H e a ly  and F a irb a n k s  i s  w a r r a n te d .  The p r o p o s a l  in c lu d e s  
s p l i t t i n g  t h e  p o w e r a t  H e a ly  w i t h  1 /2  t h e  p o w e r g o in g  up  t h e  
e x is t i n g  l i n e  and  t h e  o t h e r  1 /2  g o in g  u p  th e  new l i n e .  T h is  w i l l  
re d u c e  p o w e r lo s s e s  d u r in g  t r a n s m is s io n .

T h e re  i s  a ls o  an  a s s u m p tio n  among th e  e l e c t r i c a l  e n g in e e r s  t h a t
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by putting in the second line, the transfer capability of the 
entire circuit would be increased by an additional 20MW as well 
as reducing power transmission losses.

The r a i l b e l t  u t i l i t y  c o m p a n ie s  h i r e d  A E A 's  c o n s u l t a n t  t o  lo o k  
a t  w h e th e r  i t  w o u ld  be  w o r th  s p e n d in g  th e  r e q u i r e d  $ 5 8 .7  m i l l i o n  
f o r  t h e  p o t e n t i a l  in c r e a s e  i n  b e n e f i t s  t h a t  w o u ld  be  d e r iv e d .

The o p in io n  s e t  f o r t h  i n  1990  b y  t h e  c o n s u l t a n t  i s  t h a t  t h e r e  
w o u ld  b e  a $60  m i l l i o n  d o l l a r  a d d i t i o n a l  b e n e f i t .  T h e re  a re  
p e rh a p s  some w e a kn e sse s  and  s o f t  p o in t s  t h a t  c o u ld  be p o in te d  
ov t  i n  l o o k in g  a t  t h e  c o s t  b e n e f i t  a n a ly s is  b u t  AEA h a s  n o t 
ta * .e n  a p o s i t i o n  on t h e  a n a ly s is  a t  t h i s  t im e .

C hugach E l e c t r i c  i s  now s e l l i n g  p o w e r t o  F a irb a n k s  and  th e  
p r o f i t s  g e n e ra te d  f ro m  th e s e  s a le s  a re  t o  th e  d i r e c t  b e n e f i t  o f 
t h e  A n c h o ra g e  c o n s u m e r. I f  H e a ly  comes on l i n e ,  one  m ig h t  assume 
t h a t  t h e r e  w o u ld  be  an  in c r e a s e  i n  r a t e s  t o  th e  A n c h o ra g e 
c o n s u m e r. A c c o r d in g  t o  C hugach  E l e c t r i c ,  a n y  in c r e a s e  w o u ld  be 
-M in im a l a nd  w o u ld  o n ly  o c c u r  i f  A n c h o ra g e  w e re  t o  re m a in 
s ta g n a n t  w i t h  no  g r o w th ,  an  u n l i k e l y  s c e n a r io .

The f o l l o w i n g  n um b e rs  r e p r e s e n t  th e  p e a k  demand n ee d s  and th e  
g e n e r a t in g  c a p a c i t y  i n  th e  r a i l b e l t  a re a .

LOCATION PEAK GENERATING LOCATION OF AND TYPE
DEMAND CAPACITY OF GENERATION

**********************************************************

F a irb a n k s 120 MW 25 MW C o a l
20 MW C o a l
45 MW C o a l

A n c h o ra g e 550 MW 360 MW Gas -
330 MW Gas -

30 MW Gas -
60 MW Gas -

780 MW

K e n a i 80 MW 15 MW H yd ro
40 MW Gas -
80 MW Gas -

135 MW
+ 100 MW H yd ro

235 MW

B e lu g a
ML&P
E k lu tn a
I n t e r n a t i o n a l

H yd ro  -  B r a d le y  Lake

TOTAL: 750 MW o f  P ow er n eeded  i n  t h e  R a i l b e l t  A re a

TOTAL GAS/HYDRO GENERATION AVAILABLE -  1060 MW



Upon f i r s t  g la n c e ,  o n e  m ig h t  assume t h a t  we h a v e  a l l  t h e  p o w e r 
we n e e d . T h is  s i x p l y  i s  n o t  t h e  c a s e  w hen y o u  c o n s id e r 
r e l i a b i l i t y ,  t r a n s m is s io n  e f f i c i e n c y ,  a n d  b a la n c e  o f  t h e  c o s t s  
o f  th e  d i f f e r e n t  M e th o d s  o f  p ro d u c in g  e l e c t r i c i t y .  A d d i t i o n a l l y , 
one m u s t r e a l i z e  t h a t  p o w e r g e n e r a t in g  p la n t s  c a n n o t  o p e r a te  
c o n t i n u a l l y  a t  maximum c a p a c i t y .  Gas f i r e d  p la n t s  a r e  r e q u i r e d  
t o  ke e p  a s u b s t a n t i a l  s p in n in g  r e s e r v e .  B e s id e s  m a l f u n c t io n s  
w h ic h  r e q u i r e  g e n e r a to r s  t o  be  s h u t  dow n, th e y  a r e  a ls o  s h u t 
down f o r  r o u t i n e  m a in te n a n c e . T h is  th e n  r e q u i r e s  a d d i t i o n a l 
b a cku p  t o  m e e t dem and.

Now l e t s  e xa m in e  a p o t e n t i a l  o u ta g e  s c e n a r io .  Assum e B e lu g a 
<360MW> g o e s  dow n, A n c h o ra g e  ca n  d ra w  60 MW fro m  F a ir b a n k s  o v e r 
th e  e x i s t i n g  l i n e  f ro m  th e  n o r t h ,  and  60 MW fro m  K e n a i o v e r  th e  
e x i s t i n g  l i n e  fro m  t h e  s o u th .  T h is  co m b in e d  w i t h  o t h e r  A n c h o ra g e 
g e n e r a t io n  c o u ld  p r o v id e  530 MW a s s u m in g  t h a t  a l l  o t h e r 
g e n e r a t io n  i s  up and  w o r k in g .  A n ch o ra g e  w o u ld  s t i l l  be  down 20MW 
i f  t h i s  o c c u r r e d  d u r in g  p e a k  dem and. T h is  a n a ly s is  i s  b a s e d  on 
e x is t i n g  demand ( t u r n e d  down e c o n o m y ). The s c e n a r io  w i l l  w o rs e n 
as A n c h o ra g e  r e b u i ld s  i t s  econom y.

O u t o f  M u n ic ip a l  L ig h t  & Pc • r ' s  330 MW g e n e r a t in g  c a p a c i t y ,  3 
o ld  t u r b in e s  w h ic h  g e n e ra te  50 o f  p o w e r a re  d ue  t o  b e  r e t i r e d  
som etim e  w i t h i n  t h e  n e a r  f u t u r e .  M L&P 's r e p o r t  s t a t e s  t h a t  th e  
re m a in d e r  o f  t h e i r  u n i t s  a re  n ew e r and th e y  d o n ' t  a n t i c i p a t e  a n y 
m a jo r  p ro b le m s  o r  u p g ra d e s  u n t i l  th e  y e a r  2 0 1 5 . I t  i s  n o t 
e c o n o m ic a lly  f e a s i b l e  t o  d e s ig n  a s y s te m  t h a t  w i l l  a lw a y s  m e e t 
th e  p e a k  dem and.

r
The n e x t  q u e s t io n  e xa m in e d  was th e  need  f o r  t h e  new s o u th e r n  
i n t e r t i e .  The e x i s t i n g  l i n e  i s  p o o r  f o r  b u lk  t r a n s m is s io n .  The 
l i n e  i s  s c h e d u le d  f o r  r e b u i ld i n g  and u p g ra d e  o v e r  t h e  n e x t  10 -  
15 y e a r s .  T e c h n ic a l  s t u d ie s  s a y  t h a t  w i t h  th e  a d d i t i o n  o f 
c e r t a in  e q u ip m e n t,  t h e  e x i s t i n g  K e n a i t r a n s m is s io n  l i n e  ca n 
d e l i v e r  75 MW and  s t i l l  re m a in  w i t h i n  th e  s t a b i l i t y  l i m i t s . 
S t a b i l i t y ,  h o w e v e r , i s  n o t  th e  o n ly  c o n s id e r a t io n .  A lth o u g h  th e  
u p g ra d in g  and  r e b u i l d i n g  o f  t h e  l i n e  w i l l  b r i n g  i t  up  t o  a 
h ig h e r  c a p a c i t y ,  i t  w i l l  n o t  a d d re s s  th e  r e l i a b i l i t y  p ro b le m s .

R e l i a b i l i t y  i s  v e r y  much a p ro b le m  w i t h  t h e  e x i s t i n g  i n t e r t i e  
b e tw e e n  A n c h o ra g e  a n d  th e  K e n a i P e n in s u la  b e c a u s e  i t  i s  
p r i m a r i l y  a b o ve  g ro u n d  and i s  r o u te d  a lo n g  T u m a g a in  A rm . 
R e l i a b i l i t y  p ro b le m s  in c lu d e  th e  l i n e ' s  v u l n e r a b i l i t y  t o  
a v a la n c h e s , h ig h  w in d s ,  h e a v y  s n o w f a l l  and  o t h e r  n a t u r a l 
o c c u r re n c e s .

The f o l l o w in g  t a b l e  shows o u ta g e s  t h a t  h a v e  o c c u r r e d  s in c e  1 9 8 4 .

3 o c c u r re n c e s
0 o c c u r re n c e s
1 o c c u r re n c e
2 o c c u r re n c e s

1988
1989
1990 

1 9 9 1  -

-  8 o c c u r re n c e s
-  4 o c c u r re n c e s
-  4 o c c u r re n c e s

1 o c c u r r e n c e  YTD



T h ese  o u ta g e s  w e re  a l l  t h e  r e s u l t  o f  n a t u r a l  o c c u r r e n c e s .  The 
new p ro p o s e d  i n t e r t i e  w o u ld  e l im in a t e  many o f  t h e  p ro b le m s 
e n c o u n te re d  w i t h  t h e  e x i s t i n g  l i n e  b e c a u s e  o f  b e t t e r  r o u t i n g . 
The p ro p o s e d  new i n t e r t i e  w i l l  be  o :! w ood  p o le  c o n s t r u c t i o n  and 
w i l l  be  b u i l t  a lo n g  o ne  o f  tw o  ro u r .e s .  The  p r e f e r r e d  r o u t e  i s  
th r o u g h  t h e  K e n a i N a t io n a l  W i l d l i f e  R e fu g e  ( f a i r l y  l e v e l 
t e r r a i n )  t o  T u m a g a in  A rm  w h e re  i t  w o u ld  go u n d e r  T u m a g a in  Ac t 
i n  a  s u b m a r in e  c r o s s in g  r e t u r n in g  t o  t h e  s u r fa c e  a p p r o x im a te ly  
9 m i le s  s o u th  o f  P o t t e r  M a rs h . L im i t e d  se g m e n ts  b e tw e e n 
T u rn a g a in  A rm  a n d  A n c h o ra g e  w o u ld  go u n d e rg ro u n d .  The a l t e r n a t e  
r o u t e  i s  a lo n g  t h e  c o a s t  f ro m  K e n a i t o  N o r th  K e n a i,  th e n  u n d e r 
T u rn a g a in  Arm  i n  a s u b m a r in e  c r o s s in g  a t  P o in t  P o s s e s s io n 
r e t u r n in g  t o  t h e  s u r fa c e  n e a r  P o in t  W o r o n z o f f .  T he  a l t e r n a t i v e  
c o a s t a l  r o u t e  w i l l  b e  m o re  e x p e n s iv e  b u t  may n e e d  t o  be u t i l i z e d  
i f  r i g h t - o f - w a y  p ro b le m s  c a n n o t  be r e s o lv e d  w i t h  th e  U .S . F is h  
and W i l d l i f e  S e r v ic e .  E i t h e r  r o u te  w i l l  p r o v id e  a m ore  c o n g e n ia l 
e n v ir o n m e n t .

P r e s e n t ly ,  m o s t o f  t h e  p o w e r on th e  K e n a i P e n in s u la  comes fro m  
B e lu g a . When B ra d ? e y  la k e  H y d ro  comes on  l i n e ,  t h i s  s c e n a r io  
w i l l  c h a n g e . B r a d le y  L a k e  i s  d e s ig n e d  t o  g e n e r a te  90 MW o f 
p o w e r, h o w e v e r when t h e  r e s e r v o i r  i s  f u l l ,  g e n e r a t in g  c a p a c i t y  
in c r e a s e s  t o  a p p r o x im a te ly  119 MW. I f  we w e re  t o  t r a n s f e r  t h i s  
119 MW o v e r  t h e  e x i s t i n g  l i n e ,  we w o u ld  h a ve  a p p r o x im a te ly  110 
MW when th e  p o w e r a r r i v e d  i n  S o ld o tn a .  I f  t h e  r e s e r v o i r  w e re 
lo w ,  we w o u ld  h a v e  a p p r o x im a te ly  100  MW o f  p o w e r a r r i v e  i n  
S o ld o tn a .

U s in g  t h e  a n t i c i p a t e d  100  MW o f  p o w e r f ro m  B r a d le y  Lake  H y d ro 
c o u p le d  w i t h  15 MW o f  h y d r o  p o w e r a v a i l a b le  f ro m  C o o p e r L a k e , 
K e n a i w i l l  h a v e  a t o t a l  o f  125 MW o f  h y d ro  g e n e ra te d  p o w e r 
a v a i la b le  on  t h e  K e n a i P e n in s u la .  T h is  i s  i n  a d d i t i o n  t o  th e  
g e n e r a t in g  c a p a c i t y  o f  e x i s t i n g  gas t u r b in e s .  A t  p r e s e n t ,  K e n a i 
g e ts  60 MW fro m  B e lu g a .  A ny  p o w e r n e e d e d  o v e r  t h e  60 MW fro m  
B e lu g a  a nd  th e  15 MW fro m  C o o p e r L a k e  comes f ro m  gas g e n e ra te d  
p o w e r p la in ts  a t  B e r n ic e  la k e  o r  S o ld o tn a .

A f t e r  B r a d le y  L a k e  com es on  l i n e ,  K e n a i w i l l  h a v e  an e x c e s s  o f 
35 MW o f  h y d r o  p o w e r t o  d e l i v e r  n o r t h  i f  i t  i s  n e e d e d  o r  w a n te d . 
The e x i s t i n g  l i n e  c a n  d e l i v e r  t h i s  w i t h  no p ro b le m  as f a r  as 
c a p a c i t y  i s  c o n c e rn e d .  T he  p ro b le m  a r i s e s  i n  t h e  s t a b i l i t y  and 
r e l i a b i l i t y  o f  t h e  e x i s t i n g  l i n e .

The a d d i t i o n  o f  a s e c o n d  138 KV l i n e  w o u ld  d e f i n i t e l y  im p ro v e 
r e l i a b i l i t y .  T he  o t h e r  c o n s id e r a t io n  i n  e v a lu a t in g  t h e  n e c e s s i t y  
o f  t h i s  l i n e  i s  t h a t  B r a d le y  la k e  c a m n o t o p e r a te  a t  maiximum 
c a p a c i t y  f u l l  t im e .  I t  cam o n ly  o p e r a te  a t  maximum c a p a c i t y  when 
th e  r e s e r v o i r  i s  f u l l .  Two l i n e s  r o u te d  th r o u g h  d i f f e r e n t 
e n v ir o n s  w o u ld  v i r t u a l l y  e l im in a t e  t r a n s m is s io n  l i n e  p o w e r 
o u ta g e s  i n  s o u t h c e n t r a l  A la s k a .

One m u s t a ls o  c o n s id e r  i f  t h e  c a p a b i l i t y  o f  s h ip p in g  p o w e r n o r th



i s  r e a l l y  n e c e s s a ry  c o n s id e r in g  t h a t  A n c h o ra g e  p o w e r s u p p l ie r s  
axa  r e q u i r e d  t o  h a v e  s p in n in g  r e s e r v e s  o f  45  MW. T h is  m eans t h a t 
A n c h o ra g e  e l e c t r i c  s o u rc e s  a r e  n o t  g e n e r a t in g  t h e  t o t a l  p o w e r 
t h e y  a re  c a p a b le  o f  g e n e r a t in g  a n d  c o u ld  in c r e a s e  t h a t 
g e n e r a t io n  b y  t h e  " f l i c k  o f  a  s w i t c h " ,  so  t o  s p e a k . H o w e ve r, 
r e m a in in g  s p in n in g  r e s e r v e s  a v a i l a b le  i n  A n c h o ra g e  a r e  n o t 
s u f f i c i e n t  t o  m ake u p  t h e  d e f i c i t  i n  a v a i l a b le  p o w e r w e re 
A n c h o ra g e  t o  lo o s e  B u lu g a .

The n e x t  t o p i c  d is c u s s e d  was th e  a l t e r n a t e  A n c h o ra g e  -  F a irb a n k s 
r o u t e  th r o u g h  P a lm e r -  G le n n a l le n  -  D e l t a  t o  c o n n e c t  w i t h  G o ld e n 
V a i l a y 's  l i n e  t o  F a irb a n k s  w h ic h  w o u ld  th e n  p r o v id e  a t i e - i n  
w i t h  th e  V a ld e z  l i n e  t o  t h e  S o lom an G u lc h  h y d ro  p l a n t .  The c o s t 
o f  t h i s  r o u t e  w o u ld  b e  som ew here i n  t h e  n e ig h b o rh o o d  $200 
m i l l i o n  d o l l a r s .  T h e re  h a s  b e e n  so ue  c o n c e rn  t h a t  S o lom on G u lc h 
i s  s p i l l i n g  w a te r  ( e q u a t in g  t o  a p p r o x im a te ly  12 m i l l i o n  KW h o u rs 
d u r in g  th e  summer m o n th s .)  S olom on G u lc h  o p e r a te s  a t  le s s  th a n  
c a p a c i t y  d u r in g  t h e  w i n t e r  m o n th s  b e c a u s e  o f  t h e  lo w  w a te r  l e v e l 
i n  th e  r e s e v o i r .  I t  i s  th e  o p in io n  o f  t h e  AEA, h o w e v e r, t h a t  th e  
b e n e f i t s  t o  be  d e r iv e d  fro m  i n s t a l l a t i o n  o f  t h i s  l i n e  w o u ld  n o t 
be w o r th  t h e  c o s t .

One m u s t a ls o  c o n s id e r  t h a t  th e  l i n e s  b e tw e e n  A n c h o ra g e  and 
P a lm e r a r e  n o t  t h a t  g o o d . T h e re  a re  l i n e s  a lo n g  tw o  r o u t e s .  One 
l i n e  goes a lo n g  t h e  w e s t  s id e  o f  K n ik  Arm  f ro m  B e lu g a  t o  W a s i l la  
t o  P a lm e r -  1 3 8 l i n e .  The o t h e r  l i n e  g e e s  f ro m  A n c h o ra g e  t o  
E k lu tn a  t o  P a lm e r -  115  KV l i n e .  T he  n o r t h e a s t  i n t e r t i e  r o u te  
w o u ld  n o t  p r o v id e  A n c h o ra g e  w i t h  a f u l l  2n d  r o u t e .  I t  w o u ld 
p r o v id e  no  m ore  f o r  A n c h o ra g e  th a n  t h e  l i m i t e d  u p g ra d e  p ro p o s e d 
and w o u ld  c o s t  s i g n i f i c a n t l y  m o re .

A n o th e r  c o n s id e r a t io n  w o u ld  b e  t o  c o n s t r u c t  an  i n t e r t i e  fro m  
G le n n a l le n  t o  D e l t a .  T h is  w o u ld  p r o v id e  t h e  m is s in g  l i n k  fro m  
S olom on G u lc h  t o  th e  G o ld e n  V a l le y  E l e c t r i c  s y s te m  a t  D e lta  
ru n n in g  n o r t h  t o  F a ir b a n k s .  D u r in g  th e  summer m o n th s , C o p p e r 
V a l le y  E l e c t r i c  w o u ld  be  a b le  t o  s u p p ly  a d d i t i o n a l  p o w e r " to  
F a irb a n k s  d u r in g  th e  summer m o n th s  s h o u ld  i t  be  n e e d e d  and  w o u ld 
be a b le  t o  p u rc h a s e  p o w e r f ro m  G o ld e n  V a l le y  E l e c t r i c  o r  C hugach 
E l e c t r i c  d u r in g  w i n t e r  m o n th s . T h is  w o u ld  add  t o  th e  t o t a l 
e l e c t r i c a l  g r i d  s y s te m  f o r  s o u t h c e n t r a l  A la s k a .  The c u r r e n t  c o s t 
o f  c o n s t r u c t io n  o f  t h i s  l i n e  i s  e s t im a te d  a t  $ 9 2 .5  m i l l i o n .  AEA 
h as n o t  is s u e d  3m o p in io n  o i  t h e  e c o n o m ic  f e a s i b i l i t y  o f  t h i s  
a b b r e v ia te d  p r o j e c t .

The q u e s t io n  a ro s e  a s  t o  w h e th e r  we c o u ld  s e l l  p o w e r t o  th e  
F e d e ra l g o v e rn m e n t f o r  th e  B a ck  S c a t t e r  R a d a r S i t e .  B ecause  o f 
t h e  c r i t i c a l  n a tu r e  o f  th e  r a d a r  s i t e ,  r e l i a b i l i t y  a nd  s t a b i l i t y  
a re  v e r y  im p o r t a n t .  AEA h a s  b ee n  a d v is e d  t h a t  t h e r e  i s  no 
p o s s i b i l i t y  o f  s e l l i n g  p o w e r t o  th e  F e d e r a l  G o ve rn m e n t f o r  t h i s  
p r o j e c t .

O ve r o n e - h a l f  o f  A la s k a 's  t o t a l  p o p u la t io n  l i v e s  a lo n g  th e



r a i l b e l t  a re a  o f  th e  s t a t e .  I t  i s  im p o r t a n t  t h a t  t h e r e  be 
r e l i a b l e  s o u rc e s  o f  p o w e r a v a i l a b le  t o  t h i s  p o p u la t io n .  M o s t th e  
s t a t e ' s  b u s in e s s e s  a r e  a ls o  lo c a t e d  i n  t h i s  a r e a .  I f  t h e r e  vrere 
t o  b e  a  m a jo r  d e v a s t a t io n  o f  p o w e r s o u rc e s  i n  t h e  r a i l b e l t  a re a 
to d a y ,  t h e  m a in s tre a m  o f  A la s k a 's  c i t i z e n r y  w o u ld  b e  a f f e c t e d . 
The m a j o r i t y  o f  A la s k a 's  b u s in e s s e s  w o u ld  b e  a f f e c t e d .  I f  we a re  
t o  h a ve  s t a b i l i t y  i n  o u r  econom y, we m u s t e n s u re  t h a t  t h e r e  i s  
s t a b i l i t y  _and r e l i a b i l i t y  i n  o u r  p o w e r s u p p l ie s .  B u s in e s s e s 
c a n n o t o p e r a t e ' i n  th e  d a r k  o r  i n  t h e  c o ld .

A d d i t i o n a l l y ,  i f  we in t e n d  t o  e x p a n d  o u r  e c o n o m ic  b a s e , we m u s t 
be  a b le  t o  p r o v id e  p o w e r t o  d e v e lo p in g  b u s in e s s e s .  I t  i s  o n ly  
re a s o n a b le  t o  b e l ie v e  t h a t  new b u s in e s s e s  w i l l  m o s t l i k e l y  be 
c o n s id e re d  i n  a re a s  o f  p o p u la t io n  d e n s i t y .  I f  one  w e re  t o  a s k 
th e  q u e s t io n  a b o u t  w h e re  t h e r e  i s  p o p u la t io n  d e n s i t y ,  t h e  a n sw e r 
w o u ld  m o s t a s s u r e d ly  b e  a lo n g  t h e  r a i l b e l t .

A n o th e r  p r o j e c t  t h a t  i s  b a d ly  n e e d e d  i s  t h e  S ew ard  I n t e r t i e .  The 
e x i s t i n g  l i n e  t o  S ew ard  h a s  b e e n  down many t im e s  o v e r  th e  p a s t 
fe w  y e a r s .  T h is  l i n e ,  l i k e  t h e  e x i s t i n g  s o u th e r n  i n t e r t i e  i s  
e x t re m e ly  v u ln e r a b le  t o  a v a la n c h e s .  When t h i s  l i n e  was b u i l t ,  
i t  was r o u te d  a lo n g  t h e  ro a d w a y  b e c a u s e  o f  a c c e s s i b i l i t y  w i t h  
t h e  e q u ip m e n t t h a t  was a v a i la b le  a t  t h e  t im e .  The new S ew ard 
i n t e r t i e  w i l l  b e  r o u te d  o v e r  m ore  d e s i r a b le  t e r r a i n  i n  a re a s  o f 
s u b s t a n t i a l l y  le s s  v u l n e r a b i l i t y .

T h e re  a re  many e n e rg y  p r o je c t s  i n  t h e  s t a t e  w h ic h  ca n  be 
j u s t i f i e d .  A la s k a  sp e n d s  m i l l i o n s  o f  d o l l a r s  a n n u a l ly  on  v a r io u s  
p r o je c t s . -  K n o w in g  t h i s ,  i t  i s  h a r d  t o  fa th o m  t h a t  many o f  o u r 
r e s id e n t s  do  n o t  h a v e  t h e  b e n e f i t  o f  e l e c t r i c i t y  o t h e r  th a n  
th r o u g h  home g e n e ra te d  p o w e r . I t  i s  a ls o  h a r d  t o  fa th o m  t h a t  th e  
m o s t h ig h l y  p o p u la te d  r e g io n s  o f  t h e  s t a t e  a re  v u ln e r a b le  t o  
c o m p le te  p o w e r o u ta g e s  w i t h o u t  t h e  p o t e n t i a l  o f  b r i n g in g  p o w e r 
i n  f ro m  an a l t e r n a t i v e  s o u rc e  i n  s u f f i c i e n t  q u a n t i t y  t o  m e e t a t 
l e a s t  m in im um  dem and. T h is  p o t e n t i a l  p ro b le m  c a n  b e  s o lv e d  b y 
c o n s t r u c t io n  o f  th e  new i n t e r t i e s .

The b e n e f i t s  t o  b e  d e r iv e d  f ro m  t h e  c o n s t r u c t i o n  o f  t h e  n o r t h e r n  
a id  s o u th e r n  i n t e r t i e s  a n d  t h e  new c o a l  f i r e d  g e n e r a t in g  p la n t 
a t  H e a ly  i n c lu d e  th e  f o l l o w i n g :

1 .  R e l i a b i l i t y  -  I n t e r t i e s  a f f e c t  s y s te m  r e l i a b i l i t y  w h ic h 
c a n  b e  m e a s u re d  b y  t h e  n u m b e r, d u r a t i o n ,  a n d  m a g n itu d e  o f 
c u s to m e r  o u ta g e s .

2 .  Econom y E n e rg y  T r a n s f e r s  -  S a v in g s  a r e  r e a l i z e d  when 
lo w e r  c o s t  e n e rg y  i s  b r o u g h t  i n  f r o m  o t h e r  a re a s  t o  d is p la c e  
h ig h e r  c o s t  e n e rg y  g e n e r a te d  l o c a l l y .

3 .  T r a n s m is s io n  E f f i c i e n c y  -  T r a n s m is s io n  lo s s e s  a re  
re d u c e d  th u s  p r o v id in g  a  c o s t  s a v in g s .
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4. State Revenue — State revenues will increase as new 
interties w i l l  lead to the use of sore coal and. gas, even with 
Bradley coating- on line. Gas and coal will displace oil fired 
generation.

5. Capacity Sharing - Interties allow separate areas to 
share capacity thus deferring increasing plant capacities in 
each geographic location.

6. Operating Reserve Sharing - Interties allow separate 
areas to share operating reserves and therefore reduce operating 
costs.

The benefits that reduce to dollars and cents present the 
following picture:

P r o je c t  C o s t B e n e f i t  R a t io

Healy-Fairbanks 138KV Intertie 1.64
Kenai-Anchorage 138KV Intertie 4.4
Anchorage-Fairbanks Limited Upgrade 4.45

L a s t  b u t  c e r t a i n l y  n o t  l e a s t  i s  t h e  r e a l i z a t i o n  t h a t  i f  th e s e  
i n t e r t i e s  a r e  fu n d e d  t h i s  y e a r ,  we a r e  lo o k in g  a t  a m inim um  o f 
f i v e  y e a r s  t o  c o m p le t io n .  I t  i s  im p e r a t iv e  t h a t  we lo o k  a t  lo n g  
ra n g e  p la n n in g  a nd  n o t  j u s t  a t  th e  p r e s e n t .  A la s k a 's  econom y h as 
bee n  i n  a s lo w  down mode f o r  th e  l a s t  fe w  y e a r s ,  b u t  t h i s  w i l l  
n o t  l a s t  f o r e v e r .  The p io n e e r in g  s p i r i t  t h a t  b u i l t  A la s k a  l i v e s  
on and  A la s k a  w i l l  p r o s p e r  i n  t h e  f u t u r e  b u t  we m u s t be w is e  
w i t h  o u r  r e s o u r c e s ,  b e  t h e y  m oney, m in e r a ls ,  f i s h ,  o r  t im b e r  and 
we m u s t p la n  f o r  t h e  f u t u r e .  We t h e  m em bers o f  t h e  L e g is la t u r e  
a re  th e  s te w a rd s  o f  o u r  s t a t e .  L e t  u s  u s e  t h a t  s te w a r d s h ip  t o  
ke e p  A la s k a  a s  t h e  G re a t  L a n d .
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Senator Tim Kelly, Chairman 
Senate Labor & Commerce Committee

Senator Bert Sharp /5 & A ±
Request for Hearing - SB-106

February 12, 1993

I am requesting Senate Bill 106; "An Act authorizing power 
transmission interties L tween Anchorage and the Kenai Penisula, 
between Healy and Fairbanks, and between the Swan Lake and Tyee 
Lake hydroelectric projects, and approving the design and 
construction costs of the interties; and providing for an effective 
date," be heard before the Senate Labor and Commerce Committee.

Thank you for your consideration.

DATE:

FROM:

REPRESENTING 
GOLDEN HEART 

OF ALASKA



SECTION ANALYSIS

SB - 106

SECTION 1. AS 44.83.185(c) contingent upon sec.4 of this Act, 
authorizes the Alaska Energy Authority to design and construct a 
138 kilovolt power transmission intertie with the capability of 
being upgraded to 230 kilovolts, between Anchorage and the Kenai
Peninsula at a cost of $84,100,000.

SECTION 2. AS 44.83.185(c) contingent upon sec. 4 of this Act, 
authorizes the Alaska Energy Authority to design and construct a 
138 kilovolt power transmission intertie with the capability of
being upgraded to 230 kilovolts, between Healy and Fairbanks, at a
cost of $77,600.00.

SECTION 3. (a) AS 44.83.185.(c), authorizes the Alaska Energy 
Authority to design and construct a 138 kilovolt power transmission 
intertie between Swan Lake and Tyee Lake hydroelectric projects, at 
a cost of $55,600,000.

SECTION 3. (b) The Alaska Energy Authoriy shall finance the design 
and construction of the intertie authorized in (a) of this section 
through the sale of revenues bonds which are to be repaid from 
revenue from the sale of power from the hydroelectric projects 
included in the Four Dam Pool.

SECTION 4. The authorizations made by secs. 1 and 2 of the Act are 
contingent upon written agreement between the Alaska Energy 
Authority and the participating electric utilities, providing the 
participating utilities agree to pay 50 percent of the design and 
construction costs; and the total operation and maintenance costs of 
the power tranmission interites authorized by this Act.

SECTION 5. Under AS 01.10.070(c), this Act takes effect 
immedia te ly .
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SPONSOR STATEMENT 

SB - 106 

Senator Bert Sharo

In the early 1980's, the State committed major sums of general 
funds to construct four hydro electric projects, two in southeastern 
Alaska, one in Kodiak, and one in Valdez.

The legislature set aside 200 million plus dollars in a special 
railbelt energy fund to utilize on energy projects that would provide 
similiar long term benefits to southcentral and interior Alaska.

This legislation would carry out this original legislative intent by 
constructing a power grid connecting the major population centers 
of Alaska with an electric intetie system. This inter connected 
system would present long term benefits to over 70 percent of 
Alaskans.

The major benefits offered by such an intertie system are:

(a) Reliability of service.
(b) Economy of size.
(c) A mix of generating sources including hydro-electric,

natural gas, coal and petroleum fueled generating costs.
(e) Unified load dispatching.

Specifically Section 1. Authorizes the construction of a 138 
kilovolt power transmission line between Soldotna and Anchorage. 
This line increases the capability to deliver major blocks of energy 
from the Bradley Lake Hydro Project into the greater Anchorage area.

Section 2. Authorizes the construction of a 138 kilovolt line from 
Healy to Fairbanks. This line will allow the maximum utilization of 
the transmission capacity of the Alaska Energy Authority line 
coming up out of Anchorage to Healy. This new line would provide 
the system to economically deliver Golden Valley Electric 
Association's share of Bradley Lake power into the interior as well



I

as allowing GVEA to purchaase seasonally surpluses of energy from 
Anchorage based utilities.

Section 3. Authorizes an intertie between Swan Lake and Tyee Lake 
hydro sites. The economics and benefits offered by this facility can 
be better presented by Senator Robin Taylor.

I thank you for the opportunity to present this legislation to this 
comm ittie .



RE: S B -1 0 6 , a u th o r iz e s  in te r t ie s  between: Anchorage - Kenai
Peninsula, Healy - Fairbanks, and Swan Lake and Tyee Lake 
hydroelectric projects.

C o s t p ro je c t io n s ; $ 2 1 7 . 3 m illio n  (S-106 authorizes AEA to 
design and construct. Also authorizes AEA to enter into 
agreements with participating electric utilities for them to 
pay 50% of D&C costs and O & M costs once the lines are up.

T im e  lin e : Permitting process 1993/4-1996

Construction: 1996-1998

P a s s a g e  o f  t h e  in t e r t i e  l e g i s l a t i o n  w ill  a l l o w  u s  t o  

m o v e  e x c e s s  e n e r g y  f r o m  o n e  a r e a  o f  A l a s k a  t o  

o t h e r  a r e a s  t h a t  n e e d  it. In t h e  e v e n t  o f  a  p o w e r  

o u t r a g e ,  t h e  i n t e r t i e s  w ill e n a b l e  q u ic k  m o v e m e n t  o f  

p o w e r  f r o m  o n e  a r e a  t o  a n o t h e r  a s  a n  e m e r g e n c y  

b a c k  u p  - r e s t o r i n g  p o w e r  q u ic k l y  r a t h e r  t h a n  

w a i t i n g  h o u r s  o r  d a y s ,  a s  w e ' v e  e x p e r i e n c e d ,  a s  

r e c e n t l y  a s  l a s t  y e a r  a n d  in  D e c e m b e r , 1 9 8 9 .

T h e s e  i n t e r t i e  p r o j e c t s  w ill h e l p  s u p p l y  p o w e r  t o  

t h e  p o p u l a t i o n  c e n t e r s .  T h e y ' l l  p r o v i d e  e m e r g e n c y  

b a c k u p  p o w e r  in  o u t a g e s .  T h e y  w ill h e l p  s u s t a i n  

e c o n o m i c  g r o w t h  m a k in g  p o w e r  a v a i l a b l e  fo r  n e w  

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

A l a s k a n s  t o  w o r k .

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

A l a s k a  E n e r g y  A u t h o r i t y ,  t h e  A n c h o r a g e  t o  K e n a i  

i n t e r t i e  w ill  p r o b a b l y  p u t  a t  l e a s t  1 5 0  A l a s k a n s  t o  

w o r k ,  w h i l e  t h e  H e a l y  t o  F a i r b a n k s  p r o j e c t  w ill  

n e e d  4 0 0  w o r k e r s .

T h e  i n t e r t i e s  m a k e  g o o d  e c o n o m i c  s e n s e  fo r  A l a s k a .
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< S E N T  B Y : P E T E R S B U R Q  P W R  &  LI G HT ; 2 - 1 6 - 9 3  1 2 : 1 6 P M  : 9077729287-^

aro|ect Managemen t Committee
Summary Project K\ VH Purchas J8

Year KWH Rate Total
-1992 Contract 226,907,000 0.040 $9,Q7B,280

EXCS88 6,316,188 0.030 189,546
$9,265,826

1991 Contract 219,067,000 0.040 $8,762,680
Excess | 22,238,626 0.030 667,159

$8,429,639
1990 Contract 212,993,000 0.040 $8,519,720

Excess 24 ,902 ,4 .6 0.030 747,072
$9,266,792

1989 Contract 206,041,000 0.035 $7,211,435
Excess 26,248,361 0.025 656,209

$7,867,644
1988 Contract 199,181,000 0.032 $6,373,792

Excess 17,367,941 0.022 332,095
$6,755,887
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P R O JE C T  M A N A G E M E N T  C O M M IT T E E  -  F O U R  D AM  P O O L  
R E N E W A L  A N D  R E P L A C E M E N T  F U N D

P R O J E C T  T O  D A T E  S T A T E M E N T  O F  O P E R A T IO N S  A N D  C H A N G E S  IN F U N D  B A L A N C E

1986 1987 1988

R E V E N U E  A N D  T R A N S F E R S  
Interest in c o m e

Se tt lem en t from  A la sk a  E n e rg y  Au thority  
T ran s fe rs  from  Initial P ro je c t R evenue  F u n d

6,261

333,333

43,601

500,000

92,097

500.000

T O T A L  R E V E N U E S  A N D T R A S F E R S 339.594 543,601 592.097

Ea.'D

(0a>iID
tHIN

E X P E N D IT U R E S  
S o lo m o n  G u lc h  
Sw an  L a k e  
Terror L a k e  
Lake  T y e e  
T rust s e rv ic e  fees

T O T A L  E X P E N D IT U R E S

E X C E S S  O F  R E V E N U E  A N D  T R A N S F E R S  
O V E R  E X P E N D IT U R E S

F U N D  B A L A N C E  B E G IN N IN G

F U N D  B A L A N C E  EN D IN G

5.275

5.275

1 9 8 9 1 9 9 0

162 ,093  196,245 200,869

1 991

6 6 2 ,0 93  696 ,245  700,869

9.117

9 .117

97,126
6,569

8 ,358

112,053

194,743

97,005
6 ,755

0

298,583

339.594 543,601 586,822 652 ,976  584,192  402,286

0  339,594 883,195 1 ,470 ,017  2,122 ,993 2 ,707 ,185

339.594 883,195 1,470,017 2 ,122 ,993  2 ,707,185 3,109,471

246,154
3,000,000

500,000

3,746,154

1 9 9 2

119,680  
161,975 
424 ,197  

10,905

716,957

3,029,197

3,109,471

6,138,668

_i

oc
3CL
(D

gHHICL
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PROJECT MANAGEMENT COMMITTEE -  FOUR DAM POOL
CWH PURCHASED AND DEBT SERVICE PAYMENTS TO  ALASKA ENERGY AUTHORITY

1966 1986 1987 1987 1988 1968UTIUTY KWH DEBT SERVICE KWH DEBT SERVICE KWH DEBT SERVICE
COPPER VALLEY ELECTRIC 21 ,594 ,057 544 ,7 14 40 ,58 4 ,0 34 1 ,101 ,027 38 ,582 ,126 1 ,203 ,674
3ETCHBCAN PUBUC UTILITY 3 4 ,1 0 7 ,0 )0 860 ,3 55 44 ,360 ,0 00 1 ,203 ,458 41 ,493 ,400 1 ,294 ,506
CODIAK ELECTRIC ASSOC. 54 ,73 9 ,8 00 1 ,380 ,822 91 ,909 ,793 2 ,493 ,346 102,671,415 3,203,261
T IT  O F WRANGELL 9 ,8 52 ,0 0 0 240L518 17 ,457 ,COO 473 ,6 5 8 18 ,341.000 572,151
TTY OF PETERSBURG 10 ,083 ,1 20 254 ,330 15 ,380 ,466 417 ,3 24 15 ,461 ,000 4 8 2 ,2 95

'OTALS 130 ,375 ,977 3 ,288 ,739 209 ,691 ,293 5,668^813 216^648^41 6 ,755 ,867
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1969 1999 1990  1990
KWH DEBT SERVICE KWH DEBT SERVICE

36,686,771 1 ,242 ,563 39 ,3 8 8 ,3 55  1 .5 34 ,1 9 9

50 ,419 ,590 1,707 ,686 48 ,3 6 9 .0 7 4  1 ,884 ,003

107 .567 ,000 3 .643 ,360 1 1 1 ,5 2 8^ 87  4 ,3 44 ,750

19 .594 .000 663 ,639 19 ,31 1 ,0 00  752 ,1 74

18 .022 .000 61Q ,396 19 ,298 .000  751 ,667

232289 ,361  7 ,867 ,644  237 ,8 95 .4 16  9 ,2 66 .79 3

1S91 1991
KWH DEBT SERV ICE

39 ,147 ,589  1 ,5 31 ,1 0 7

69 ,2 9 0 ,3 20  2 ,7 0 9 ,9 2 4

91 ,391 ,7 17  3 ,5 74 ,261

20 .585 .000  8 0 5 ,1 6 6

20 .091 .0 00  8 1 7 ,1 3 4

1992 1992
KWH DEBT SERVICE

40 ,159 ,6 59  1 .596 ,115

57 ,122 ,420  2 ,267 ,008

99 ,364 ,109  3 ,9 48 ,177

17 .425 .000  692 ,918

19 .154 .000 761 ,6 08

241 ,3 05 ,6 26 9 ,4 3 7 ,5 9 2 233^ 25 ,1 88 9 ,265 ,805
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D E PA R T M E N T  OF LAW

O FF IC E  OF T H E  A T T O R N E Y  G E N E R A L

f(|] &  M

February 19, 1993

Hon. Tirn Kelly 
Alaska State Senate 
State Capitol Building, Room 101 
Juneau, AK 99801

WALTER J. HICKEL, GOVERNOR

REPLY TO:
□  1031 With As'ENUE SUITE200 

ANCHORAGE. ALASKA 99501-1994 
PHONE: (907) 276-3550
FAX: (907) 276-3697

□  KEY BANK BUILDING
100 CUSHMAN ST. SUITE 400 
FAIRBANKS. ALASKA 99701-4679 
PHONE: (907) 452-1568 
FAX: (907) 456-1317
P.O. BOX K-STATE CAFITOL 
JUNEAU, ALASKA 99011-0300 
PHONE: (907) 465-3600 
FAX: (907) 463-6205 4 L £ ‘- & ~ 7 3 S

Re: SB 112

Dear Senator Kelly:

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

The bill makes important improvements to the Uniform 
Commercial Code.

We understand that the bill is before your committee. We 
would request early scheduling of a hearing on the bill.

If you have questions, please let us know.

Sincerely,

CHARLES E. COLE 
ATTORNEY GENERAL

By; t/Q.JLM'fX*-*'-
Deborah E. Behr 
Assistant Attorney General

DEB:cl

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

Kris Lethin, Legislative Liaison 
Office of the Governor

U3-C5LH
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F e b ru a ry  1 6 , 1993

ANCHORAGE: 
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T e r r y  B a n n is te r 
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L e g is la t iv e  A f f a i r s  A gency 
130 Seward S t . ,  Rm. 405 
J u n e a u , A la s k a  9 9 8 0 1 -2 1 0 5

HAND DELIVERED

Re a SB 112,^)ucc m is c .  ( a r t .  2A, p e rs o n a l p r o p e r t y  le a s in g ;
: t s .  3 & 4 , n e g o t ia b le  in s t r u m e n ts ;  a r t .  6 , b u lk  s a le s )

D ear T e r r y :

A co py  o f  P r o fe s s o r  F re d  M i l l e r ' s  F e b ru a ry  1 1 , 1993 r e p ly  t o  
my F e b ru a ry  5 i n q u i r y  a b o u t y o u r  d r a f t  o f  t h i s  b i l l  i s  a t ta c h e d , 
a lo n g  w i th  h is  m a rk e d -u p  co p y  o f  my . r ,  y o u r  p ag e  1 1 2 , and a
s h e e t o f  c i t a t i o n  u p d a te s .  SB »? n tro d u c e d  l a s t  T h u rs d a y ,
F e b ru a ry  11 .

F re d  d e s ig n a te d  p a r t s  o f  my l e t t e r  w i th  n u m b e rs , a nd  r e f e r r e d  
t o  th o s e  num bers i n  h i s  l e t t e r .  U s in g  th e  same n u m b e rs , h e re  a re 
my comments on h is  com m ents:

1.

2.

3.

4.

5 .

O .k .  A l l  o f  th e  i d e n t i f i e d  changes s h o u ld  b e  made.

O .k . AS 4 5 .0 3 .1 0 2 (a )  (page  13 , l i n e  6 , o f  th e  b i l l )
s h o u ld  be changed  as in d ic a te d  i n  my l e t t e r ,  when th e  
a r t .  4A b i l l  (SB 86) p a s s e s .

O .k .  AS 4 5 .0 3 .4 1 5 (a )  (page 48 , 
changed t o  r e f e r  t o  " ( b )  -  ( e ) . "

l i n e  16) s h o u ld  be

O .k .  The change  i n  p ro p o s e d  AS 4 5 .1 2 .1 0 8 ( d )  (page  9 3 , 
l i n e  15) h as  a lr e a d y  been made.

Add th e  f o l lo w in g  s e n te n c e  t o  th e  t e x t  o f  p ro p o s e d  AS 
4 5 .1 2 .3 0 4  (c )  (page  1 0 6 , l i n e  2 6 ) :  " I f  th e  c e r t i f i c a t e  o f
t i t l e  s t a t u t e  i s  s i l e n t  on th e  is s u e  o f  t r a n s f e r ,  t h i s  
s e c t io n  c o n t r o l s . "  T h is  i s  n o t  a p e r f e c t  s o l u t i o n ,  b u t 
i t  s t a t e s  t h e i r  i n t e n t  on th e  b a s ic  p o i n t ,  n u t t i n g  i t  i n

sh/art/bannister.let



T e r r y  B a n n i s t e r P a g e  2
F e b ru a ry  1 6 , 1993
Re: SB 1 1 2 , UCC m is c .  ( a r t .  2A, p e rs o n a l p r o p e r t y  le a s in g ;  a r t s .

3 & 4 , n e g o t ia b le  in s t r u m e n ts ;  a r t .  6 , b u lk  s a le s )

th e  t e x t  r a t h e r  th a n  " l e g i s l a t i v e  h i s t o r y . "  I t  seems 
l i k e  a b e t t e r  a p p ro a c h  th a n  o th e r  p r o p o s a ls ,  a l th o u g h  I  
s t i l l  r a t h e r  l i k e  my " p ro v id e d  b y  s t a t u t e "  (w h ic h  F re d 
s a id  was a m b ig u o u s ) .

6 . I  b e l ie v e  t h a t  F re d  i s  w ro n g ; p ro p o s e d  AS 4 5 . 1 2 . — 3 1 0 (e ) 
i s  n o t  " t e c h n i c a l l y  c o r r e c t . "  B u t, w h a t he means b y  h is  
" ( 3 )  and  (4 )  a re  t i e d  to g e th e r  and s u b s e c t io n s  (2 ) and 
(4 ) a ls o  a re  t i e d  t o g e t h e r , "  i s  t h a t  p a ra g ra p h  (4 ) i s  th e  
c o n s ta n t .  I . e ,  th e  c o r r e c t  i n t e r p r e t a t i o n  i s ,  i n  y o u r 
and my d e s c r ip t io n ,  " ( 2 )  o r  ( 3 ) ,  and ( 4 ) . "  I  a ls o  
d is a g r e e  w i t h  F re d  t h a t  th e  b e s t  s o lu t io n  i s  t o  le a v e  th e 
p r o v is io n  a lo n e  and r e l y  on l e g i s l a t i v e  h i s t o r y ,  and I 
s u g g e s t t h a t  th e  c o r r e c t io n  be i n  th e  t e x t .  The f a c t 
t h a t  UCC § 9 -3 1 4  (4') (o u r  AS 4 5 . 0 9 . 3 1 4  ( d ) ,  w h ic h  changed 
NCCUSL1s v e r s io n  t o  " ( a )  —  ( c ) " )  i s  a ls o  i n c o r r e c t l y  
d r a f t e d  i n  th e  same way i s  n o t  a p e r s u a s iv e  re a s o n  t o  
ig n o r e  t h e  p ro b le m  h e re .  See F r e d ' s  c o r r e c t i o n s  i n  y o u r 
s u b s e c . ( f )  , w h ic h  s h o u ld  a ls o  be made.

P re s u m a b ly , th e s e  l i t t l e  amendments can be made i n  th e  S e n a te 
L a b o r and Commerce C o m m itte e . I  w o u ld  guess t h a t  S en . K e r t t u la  
w i l l  w a n t you  t o  p re p a re  them  on an amendment s h e e t ,  f o r  ease  i n  
p r e s e n t in g  them  t o  th e  c o m m itte e . So f a r  as I  kn ow , th e  b i l l  has 
n o t  y e t  been s c h e d u le d  f o r  a h e a r in g .

So, t h a t ' s  i t  f o r  now.

Y ou rs  t r u l y . 

D i l l o n  ‘  “ * ”

B y:
A r t h u r  H. P e te rs o n

AHP/sh
E n c lo s u re

c c  w / e n c . :  Hon. J a y  K e r t t u la  (Hand D e liv e r e d )
A la s k a  S u a te  S e n a te

L . S . K u r t z ,  J r . ,  E sq. 
A n c h o ra g e

c c  w /o  e n c . : P r o f .  F re d  M i l l e r ,  Exec.  D i r . ,  NCCUSL
c / o  U n iv .  o f  O klahom a C o lle g e  o f  Law

sh/art/bannister.let



02/11/93 10:54 Q 4 0 5 3 2 5 6 2 8 2 OU LAW LIBRARY

T h e
U n iv e rs ity  o f  O k fafw m a
COLLEGE OF LAW300 Tlmbaretell RoadNorman. Oklahoma 73010-0701(403) 32MS03FAX # (403) 323-0302

February 11,1993

Arthur H. Peterson 
Dillon & Findley 
One Sealuska Plaza, Ste. 202 
Juneau, AK 99801 
FAX 907-586-3777

• ' * • “I • *
Re: UCC Amendments 

Dear- Art:

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

1. There are a number of cross references that should be updated, including the two you 
found. 1 enclose a sheet where die ones that Jack Burton and I have found to dutc arc listed.

2. I have no idea why ULA drops the language about payment orders in § 3-102(a). That 
language should appear.

3. I agree with you the reference in § 3415(a) should be to subsections (b) through (e); 
apparently we have made an error, I am copying the reporter with this letter, however, just in 
case I have overlooked something and we would be in error In making the change.

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

5. The statute and the comment to § 2A-3G4 I believe are consistent. The statute is a 
general rule that both the certificate of title act and Article 2 A must be considered. The comment 
says, if when that is done, the certificate of title act docs not address the point, then Article 2A 
wUl control. This simply states the obvious. The first change to the statute that you propose 
would change tire rule, however, and the second change leaves the matter ambiguous. If a 
change must be made, I would put in the Alaska legislative liistory or comments a change to the 
comment sentence: "If tho certificate of title statute, after being consulted on the issue of
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transfer, is silent, this section tv ill control."

6. I ngree the statement in § 2A-310(5) is unclear; in my opinion it could read: "When 
under subsections (2), (3) or (4) . . . However, the section is derived from § 9-314(4) (which 
reads (1) cur (2) and (3)) and wo do not want to create a different interpretation. Moreover, since 
subsections (3) and (4) are tied together and subsections (2) and (4) also are tied together', the 
provision teclmicaUv is correct, On balance, I would not change it; if more clarity is necessary, 
again I would use Alaska legislative history or comments.

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

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

Kenneth McAfee Centennial Professor of Law 
George Lynn Cross Research Professor

/jw I
Enclosures

cc: Robert L. Jordan FAX 310-206-7010 
Carlyle C. Ring FAX 703-448-2956 
John M. McCabe FAX 312-915-0187
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Facsimile (907) 580-5777

February 5, 1993

ANCHORAGE: 
510 L Strcet, Suite 601 Anchorage, Alaita 99501 

Telephone (907) 277-5*00 
Facsimile (907) 274-9649

srncAa 
514 Late Street 

Slifci, Alula 9983S 
Telephone (907) 747-3900 
Ficilmiic (907) 747-3990

Fred H* M i l le r ,  Exec, D ir ,
NCCUSL
c /o  U n iv . o f  Oklahoma, C ollege o f  Law
300 T im b e rd e ll Road _
Norman, OK 73019 "  '   '

Re: UCC amendments

/•

Dear F red:

A t th e  u q u e s t  o f  a sena to r who has agreed to  in tro d u c e  our 
UCC changes, I  reviewed h ia  d r a f t  b i l l  covering  a r ts .  2A, 3 , 4, and 
6 ( re p e a l) ,  I  have some questions .

»
I  do n o t f in d  in  any UCC m a te r ia l I  have, in c lu d in g  West 's  new 

1990 O f f i c ia l  T e x t, an amendment o f < 1-201(44) ( d e f in i t io n  o f 
" v a lu e " ) ,  to  r e f le c t  th e  1990 renumbering o f  §5 4-20B (now 210) and 
4-209 (now 2 1 1 ). § 4-208 used to  be captioned "S e c u r ity  In te r e s t
o f  C o lle c t in g  Banks in  Item s, Accompanying Documents, and Proceeds" 
and § 4-209 was cap tioned  "When Bank Gives va lue  f o r  Purposes o f 
H older in  Due C ourse." in  the  main p a r t  o f  the  West p u b lic a t io n , 
those  ca p tio n s  and p ro v is io n s  are  in  9§ 210 and 2 1 1 , re s p e c t iv e ly , 
and 208 and 209 are  on d i f f e r e n t  su b je c ts , the  changes be ing  shown 
in  West's Appendix IX , g iv in g  th e  1990 a r t .  4 amendments. Am I 
c o r re c t  in  assuming a d ir e c t  correspondence, and th a t  no 
s u b s ta n tiv e  change re q u ire s  doing  something d i f f e r e n t  in  th a t  cross 
re fe re n c e , o th e r  than emending "208" and "209" t o  read "210" and 
"2 1 1 ,"  re s p e c t iv e ly " ,  in  § 1 - 2 0 1 (4 4 )? ( in  a n u ts h e ll ,  what is  the 
reason fo r  th a t  cross re fe re n ce  to  208/210? Hov7 does th a t  s e c tio n 
a f fe c t  5 1 - 2 0 1 ( 4 4 ) ' s d e f in i t io n  o f "va lue"?)

A lso , no m a te r ia l th a t  I  have in d ic a te s  th e  amendment o f  § 2 - 
l/  1 0 3 ( 3 ) 's  re fe re n ce  to  " 'D is h o n o r1. S ection 3 -5 0 7 . "  Tho "d ish o n o r" 

re fe re n ce  should  now be to  § 3-502'.

2 Why does th e  ft LA v e rs io n  o f  S 3-102 (a) drop " ,  t o  payment
o rd e rs  governed by A r t io lc  4A ," as I  am to ld  i t  does. Those words 
appear in  th e  8 1/2  x  l i - i n c h  sheets I  rece ived  from  NCCUSL (dated

Bh/flrt/aUlor.lGt
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Fred H. M i l l e r ,  EXCC. D i r , ,  NCCUSL Page 2
February 5 , 1993

J  12 /2 /91 ) and In  West 's  1990 ve rs io n * Am I  c o r re c t in  assuming th a t 
th e y  shou ld  s ta y  th e re?

2 Why does § 3 -4 1 5 (a) r e fe r  o n ly  to  oubsocs. (b) —  (d) o f  th a t
s e c tio n , and n o t to  (e) . N o tw iths tand ing  ( a ) ' s  c o n d it io n  r e fe r r in g

^  back to  ( a ) , a l l  fo u r  o f  th e  subsections a f t e r  (a) speak o f 
P  /  n o n l ia b i l i t y  o r  d isch a rg e , thus making the  g en e ra l r u le  o f  (a)

* "m ib ia n h  t o ”  f b l —  . No?'sub joak t o ”  (b) —  ( g ) . No?

a  § 2A-10B(4) p- -jvideB fo r  a tto rn e y  foes in  an a c t io n  in  which
' th e  lessee  c la im s u n c o n s c io n a b ilitv , and se ts  o u t c e r ta in

c o n d it io n s  f o r  the  award o f those feeB. Our C iv i l  Rule 82 dea ls
w ith  a tto rn e y  foea . genera lly .,.._ b q . . . .v e  need... t o . . . c la r i f y .  ._tho 
re la t io n s h ip  between th e  new s ta tu te  and th e  ru le *  Kaw about our 
s ta r t in g  th e  le a d - in  l in e  o f  5 2A-100(4) w ith  "N o tw ith s ta n d in g  Rule 

/  82, A laska Rules o f  c i v i l  procedure” ? That approach would have
v t h is  s ta tu te  govern in  th e  p a r t ic u la r  circum stances d escrib ed  in

i t .

The O f f i c ia l  Comment under § 2A-304 says, w ith  re g a rd  to 
subsec. ( 3 ) ,  "Where th e  c e r t i f ic a te  o f t i t l e  a ta tu te  i s  s i le n t  on 

/  t h is  issue  o f  t r a n s fe r ,  t h is  s e c tio n  w i l l  c o n t r o l . "  How does th a t 
^  sta tem ent square w ith  th e  use o f  "both" in  th e  fcgxt? I f  the 

comment expresses your in te n t ,  s h o u ld n 't the  t e x t  use " e ith e r " ?  Or 
perhaps say, s im p ly , "p rov ided  by s ta tu te ."

In  § 2A-310, subsec. (5) says "When under subsections  (2) o r 
(3) and (4) By jo in in g  the  c o n ju n c tiv e  "and" w ith  th e
d is ju n c t iv e  " o r "  in  th e  Bame s e r ie s , th is  c lause  v io la te s  an 
im po rta n t d r a f t in g  p r in c ip le  and ;oreates an a m b ig u ity . Does the 
clause mean " ( 2 ) ,  o r  (3) and (4 ) "  o r  " (2 )  or  ( 3 ) ,  and ( 4 ) " ?  The 
O f f ic ia l  Comment d o e s n 't c l a r i f y  th e  m a tte r. o u r le g is la t iv e

^  d r a f te r  changed th e  p ro v is io n  to  read as shown on th e  a ttached
sheet ( s u b s t i tu t in g  our (a ) ,  ( b ) , ( c ) , e t c . ,  f o r  NCCUSL* s ( i ) , ( 2 ) , 
( 3 ) ,  e t c . ) .  What do you th in k ?

We a p p re c ia te  yo u r h e lp . Thanks.

Yours tjmily,

' A rth u r H. Peterson 
Uniform Law Commissioner 

fo r  A laska
AHP/sh
Enclosure

th /n r t /n l l lo r . lo t
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Fred H. M i l le r ,  Exec. D i r . ,  NCCUSL 
February 5 , 1993

cc w /e n c .: John McCabe, L e g is la t iv e  D ire c to r
and Legal Counsel 

NCCUSL

T a rry  B a n n is te r 
L e g is la t iv e  Counsel 
L e g is la t iv e  A f fa i r s  Agency

c: i v

v h /R r t /n l l la r . l ' t
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interests in the whole except as stated in (d) of this section but is subordinate to

interests in the whole existing at the time the lease contract was made unless die 

holders of those interests in the wholo have in writing consented to the lease or 

disclaimed an Interest in the goods as part of the whole.

(d) The interest of a lessor or a lessee under a lease contract described in (b) 

or (c) of this section is subordinate to the interest of

(1) a buyer in the ordinary course of business or a lessee in the 

ordinary course of business of any interest in the whole acquired after the goods 

became accessions: or

(2) a creditor with a security interest in the whole perfected before the 

lease contract was made to the extent that the creditor makes subsequent advances 

without knowledge of the lease contract.

(c) When under (b) - (d) of this section, and subject to (f) of this section, a 

lessor or a Lessee of accessions holds an interest that is superior to all interests in the 

whole, the lessor or the lessee may remove the goods from the whole, free and cleat' 

of all interests in the whole, but the lessor or lessee must reimburse a holder of an 

interest in the whole who is not the lessee and who has not otherwise agreed, for the 

cost of repair of physical injury but not for a diminution in value of the whale caused 

by the absence of the goods removed or by a necessity for replacing them. ,A person 

entitled to reimbursement may refuse permission to remove until the party seeking 

removal gives adequate security for the performance of this obligation.

(0 The lessor o^the lessee may remove the goods under (e) of this section 

ft) on default, expiration, termination, or cancellation of the lease 

contract by the ocher parry but subject to the provisions of the lease contract and this 

chapter, ttwL ^

(2) if necessary to enforce other rights and remedies of die lessor under

this chapter.

~~ Sec. 45.12.311. PRIORITY SUBJECT TO SUBORDINATION. Nothing in 

this chapter prevents subordination by agreement by a person entitled to priority. 

ARTICLE 4. PERFORMANCE OF LEASE CONTRACT.

Sec. 45.12.401. INSECURITY: ADEQUATE ASSURANCE OF

•.IP*
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1. The reference in U C C  § 2-511 to § 3-802, upon enactment of Revised A rtic le  3, should 
be § 3-310.

2. The reference in U C C  § 2-403(4) to A rtic le  6 should reflect the action taken w ith respect 
to A rt ic le  6, whether repeal or revision.

3. Upon enactment o f A rtic le  2A  and Revised Articles 3 and 4. definitional cross references 
in the fo llow ing sections need attention:/Vf 5-103(3) (reference to ' acceptance should be 
from § 3-410 to § 3-4Q9h^  9-203(1) (reference to § 4-208 should be § 4 -2 lO f and the 
reference to the "A rtic le  on Sales" should be the "Articles on Sales and Leases");^ 9-206(1) 
(reference to "A rtic le  on Commercial Paper (Artic le 3)" should be "A rtic le on Negotiable 
Instruments (A rtic le 3)"):)§ 9-312(1) (reference to § 4-208,should be to § 4-210); § 2-103(2) 
(reference to "dishonor" and § 3-507 should be § 3-502); § 1-201(44) (reference to §§ 4-208 
and 4-209 should be §§ 4-210 and 4-211); § 2-511(3) (reference to § 3-802 should bo § 3- 
310); and^  1-201(3) (reference to § 2A-207 should be added).

A s  A rtic le s 2, 5, 8 and 9  are revised in  the-future, this, same issue.w ill present itse lf..... .. 
Moreover, to the extent a state enacts revisions out o f order, references may need to be amended 
twice; e.g., i f  a state were to enact revised A rtic le  5 before revised Articles 3 and 4, the cross 
references in  revised A rtic le  5 would have to be changed to refer to old A rtic le  3, and then again 
upon enactment o f revised A rtic le  3. F ina lly, some like  kind additions to the O ffic ia l Comments 
nre in order; for example, to add the comparable references to Artic le 2A  in the comments to §§ 
1-102-and 1-203. Again, the question asked under the Overview as to A rtic le 1 is raised.

/
► ‘7-2^ 0) (ZL

(D tp O iiS tfa
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The H o n o ra b le  J a y  K e r t t u la HAND-DELIVERED
A la s k a  S ta te  S e n a te 
Room 4 2 7 ,  S ta te  C a p i t o l 
Ju n e a u , AK 9 9 8 0 1 -1 1 8 2

Re: Y o u r d r a f t  b i l l  on U n ifo rm  C o m m e rc ia l Cede c h a n g e s : A r t .
2A (p e r s o n a l p r o p e r t y  l e a s i n g ) ,  A r t s .  3 and 4 ( n e g o t ia b le  
in s t r u m e n ts ,  e t c . ) ,  and r e p e a l  o f  A r t .  6 ( b u lk  s a l e s ) 
LAA W ork O rd e r  No. 8 -L S 0 2 2 7 \E

D ear J a y :

As yo u  re q u e s te d  r e c e n t l y ,  I  have  re v ie w e d  th e  J a n u a ry  4 , 1993 
d r a f t  o f  t h i s  b i l l ,  a cco m p a n ie d  b y  th e  Decem ber 3 1 , 1992 c o v e r  memo 
fro m  T e r r y  B a n n is te r  t o  y o u . I  have  a d d re s s e d  th e  38 p o in t s  s e t 
o u t  i n  h e r  memo. The b i l l  s h o u ld  now be re a d y  f o r  p r e p a r a t io n  in  
f i n a l  fo rm  and e a r ly  i n t r o d u c t i o n .

I n  th e  a r t .  2A p o r t io n ,  th e  b i l l  in c lu d e s  p ro p o s e d  AS 
4 5 . 1 2 . 1 0 4 ( a ) ( 4 )  (page  9 2 , l i n e  3 ) ,  o r i g i n a l l y  re q u e s te d  b y  th e  
D e p a rtm e n t o f  A d m in is t r a t io n  t o  make c le a r  th e  r e l a t i o n s h ip  t o  th e  
s t a t e ' s  P ro c u re m e n t Code ( e x i s t i n g  AS 3 6 . 3 0 ) .  A s p o t  c h e ck 
i n d ic a t e s  t h a t  i t  a ls o  in c lu d e s  th e  NCCUSL1s 1990 am endm ents t o  
a r t .  2 A . *

As yo u  a ls o  re q u e s te d ,  you  w i l l  f i n d  a t ta c h e d  a b r i e f  
d e s c r ip t io n  o f  th e  b i l l ,  c i t i n g  b i l l  s e c t io n  num bers as th e y  a p p e a r 
i n  t h i s  d r a f t .  I  c o u ld  n o t  keep  i t  t o  one p a g e , s in c e  th e  b i l l  
c o v e rs  th r e e  m a jo r  a re a s  o f  th e  la w  and i s  136 pages lo n g .  I  t r u s t 
t h a t  yo u  w i l l  f i n d  t h i s  d e s c r ip t io n  h e l p f u l  f o r  p re s s  r e l e a s e s , 
c o m m itte e  d is c u s s io n ,  and f l o o r  d e b a te . The D e p a rtm e n t o f  Law, th e 
L e g is la t i v e  A f f a i r s  A g e n c y , and I  have  a d d i t i o n a l  b a c k g ro u n d 
m a t e r ia l  i f  you  w o u ld  c a re  t o  see i t .

H ere  a re  some ch an g es  t o  be made b e f o r e  i n t r o d u c t i o n :

A . On page  1 1 , l i n e  2 5 , " 4 5 . 0 4 . 2 1 0  and" s h o u ld  be in s e r t e d  in  
f r o n t  o f  " 4 5 . 0 4 . 2 1 1 , "  t o  m a in ta in  a d i r e c t  c o rre s p o n d e n c e  w i t h  th e  
NCCUSL's n u m b e rin g  ch an g es  i n  a r t .  4 .
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T h e  H o n o r a b l e  J a y  K e r t t u l a  P a g e  2
F e b r u a r y  4, 1993
Re: D r a f t  b i l l  p r o p o s i n g  U C C  c h a n g e s  (arts 2A, 3, 4, & 6)

B. On page 1 3 , l i n e  6 , a f t e r  " m o n e y , "  i n s e r t ,  " t o  p a ym e n t 
o rd e r s  g o v e rn e d  b y  AS 4 5 . 1 4 , " .  T h is  change  p ic k s  up th e  NCCUSL's 
r e fe r e n c e  t o  th e  new a r t .  4A ( fu n d s  t r a n s f e r s )  i n  y o u r  o th e r  UCC 
b i l l .

C. On page  1 1 1 , l i n e  8 , " f i l i n g "  needs t o  be c o r r e c te d  t o  
" r e c o r d i n g , "  i n  p ro p o s e d  AS 4 5 . 1 2 . 3 0 9 ( i ) . T h is  ch an g e  fro m  th e  
NCCUSL w o rd in g  was a lr e a d y  made in  ( j ) (2)  o f  t h a t  s e c t io n  (page 
1 1 1 , l i n e  1 3 ) .  I t  accom m odates a D e p a rtm e n t o f  N a tu r a l  R e so u rce s 
r e q u e s t ,  t o  c o n fo rm  t o  e x is t i n g  AS 4 0 . 1 7 . 1 1 0 ( b ) ( 5 1 ) .

D. On page  1 1 9 , l i n e  2 6 , change " t im e "  t o  re a d  " t i m e s , "  t o  
c o n fo rm  t o  o f f i c i a l  NCCUSL w o rd in g .

E. On page  134 ,  l i n e  8 , in  p ro p o s e d  AS 4 5 . 1 2 . 5 2 9 ( e ) ,  th e  " a " 
i n  f r o n t  o f  " d e f a u l t "  s h o u ld  be d e le te d .  On th e  f o l l o w in g  l i n e , 
" th e "  s h o u ld  be in s e r te d  i n  f r o n t  o f  " l e s s e e . "  T hese  tw o  m in o r 
changes c o n fo rm  t o  th e  NCCUSL's w o rd in g ,  and c o r r e c t  w h a t a p p e a r t o  
be t y p o g r a p h ic a l  e r r o r s .

H are  a re  m y-comments cr. T e r r y ' s  -38 p o i n t s ,  u s in g  h e r  num bers :

1 . A lth o u g h  I  w o u ld  n o t  have made some o f  th e  re a rra n g e m e n ts 
t h a t  T e r r y  made in  th e  s e c t io n s  c i t e d ,  I  h ave  no r e a l  o b j e c t i o n  t o
th e m . W h ile  th e r e  i s  a v a lu e  t o  m a in ta in in g  th e  n a t io n a l  sequence
o f  p r o v is io n s ,  as w e l l  as th e  n a t io n a l  w o rd in g ,  T e r r y ' s  ch an g es  do 
n o t  do v io le n c e  t o  th e  n a t io n a l  a p p ro a c h , and i t  i s  m o s t im p o r ta n t
t o  g e t  th e  b i l l  in t r o d u c e d  and e n a c te d  s o o n .

2 - -  4 . O . k .

5 .  The i n s e r t i o n  o f  th e  te rm  "c o d e "  i s  an e x c e l le n t  id e a .

6 & 7 . O . k .

8 .  So f a r  as I  can t e l l  a t  th e  m om ent, th e  a p p l i c a b i l i t y  
s e c t io n  ( s e c .  129) lo o k s  g oo d .

9 . I  h ave  n o t  com pared t h i s  d r a f t  w o rd  f o r  w o rd  w i t h  th e  
NCCUSL v e r s io n ,  b u t ,  b e in g  som ewhat f a m i l i a r  w i t h  th e  A la s k a 
L e g i s l a t u r e ' s  d r a f t i n g  s t y l e ,  I  assume t h a t  T e r r y ' s  m is c e l la n e o u s 
s t y l e  ch an g es  a re  o . k .

1 0 .  T e r r y ' s  c ro s s  r e fe re n c e  t o  o u r  e x i s t i n g  s t a t u t o r y  
c o n s t r u c t io n  p r o v is io n s  i s  s u b s t a n t iv e ly  o . k . ,  and I  am n o t
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T h e  H o n o r a b l e  J a y  K e r t t u l a  P a g e  3
F e b r u a r y  4, 1993
Re: D r a f t  b i l l  p r o p o s i n g  U C C  c h a n g e s  (arts 2A, 3, 4, & 6)

r e q u e s t in g  t h a t  th e  o r i g i n a l  NCCUSL la n g u a g e  be  r e s to r e d .  I  s h o u ld 
s a y ,  h o w e v e r, t h a t  I  am s l i g h t l y  c o n c e rn e d  a b o u t o u t s id e r s  lo o k in g  
f o r  th e  e x a c t  NCCUSL la n g u a g e  i n  th e  c i t e d  p r o v is io n s .  B u t ,  a g a in , 
i t  i s  m o s t im p o r ta n t  t o  g e t  t h i s  b i l l  in t r o d u c e d  so o n , and I  am n o t 
s u g g e s t in g  a ch a n g e .

11 —  1 3 . O . k .

1 4 .  As in d ic a t e d  a b o ve , i n  my s u g g e s t io n s  f o r  change 
p re c e d in g  t h i s  l i s t  o f  re s p o n s e s  t o  T e r r y ’ s p o in t s ,  I  b e l ie v e  t h a t 
th e  r e fe r e n c e  t o  AS 4 5 . 0 4 . 2 1 0  s h o u ld  be r e in s e r t e d .  I  w i l l  w r i t e  
t o  th e  n a t io n a l  e x p e r ts  t o  g e t  t h e i r  o p in io n  on t h i s .  B u t ,  f o r 
now, i t  i s  im p o r ta n t  t o  g e t  th e  b i l l  in t r o d u c e d  and m o v in g .

1 5 . T e r r y ' s  c h a n g e , based  on th e  ULA v e r s io n ,  r e f l e c t s  w h a t 
a p p e a rs  t o  be an e r r o r  i n  th e  ULA v e r s io n .  The f o l l o w in g  w o rd s 
a p p e a r i n  th e  o f f i c i a l  p u b l i c a t io n  o f  th e  UCC by W est P u b l is h in g  
Company u n d e r  c o n t r a c t  w i t h  NCCUSL, and s h o u ld  be r e in s e r t e d  i n  AS 
4 5 . 0 3 . 1 0 2 ( a )  (page  1 3 , l i n e  6 ) ,  f o l l o w in g  "m o n e y ": " ,  t o  paym en t 
o r d e r s  g o v e rn e d  b y  AS 4 5 . 1 4 , " .

16 & 1 7 .  O . k .

18 .  I  t h i n k  t h a t  T e r r y  i s  r i g h t ,  b u t  I  am w r i t i n g  t o  th e  
n a t io n a l  e x p e r ts  t o  c h e c k  on t h i s  p o i n t .  I n  th e  m e a n tim e , p ro p o s e d 
AS 4 5 . 0 3 . 4 1 5 ( a )  (page  48t l i n e  16) s h o u ld  re m a in  as i t  a p p e a rs  i n  
y o u r  d r a f t .

19 & 2 0 .  O . k .

2 1 .  T e r r y  i s  c o r r e c t .  The o f f i c i a l  NCCUSL v e r s io n  p ose s  th e  
tw o  a l t e r n a t i v e s  f o r  s u b s e c . ( b ) . S u b s e c t io n  (c )  i s  su pp o sed  t o  be 
t h e r e ,  r e g a r d le s s  o f  w h ic h  a l t e r n a t i v e  i s  ch o se n  f o r  s u b s e c . b - 
T e r r y  h as  ch o se n  A l t e r n a t i v e  A , and I  b e l ie v e  t h a t  she has made th e 
a p p r o p r ia te  c h o ic e ,  b u t  I  w i l l  d e fe r  t o  th e  b a n k e rs  on t h i s  o n e .

22 —  2 5 . O . k .

2 6 .  T e r r y ' s  p o in t  i s  a good  o n e . H ow ever, I  recommend 
le a v in g  th e  d r a f t ' s  p r o v is io n  a lo n e  and t r a c k in g  th e  " o f f i c i a l "  
NCCUSL v e r s io n  o f  AS 4 5 . 0 4 . 2 1 5 .

2 7 .  I  b e l ie v e  t h a t  T e r r y ' s  d r a f t  i s  a p p r o p r ia te ,  and t h a t  th e  
d o l l a r  am ount s h o u ld  n o t  be in s e r t e d .  T h is  i s  th e  a p p ro a c h  ta k e n
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T h e  H o n o r a b l e  J a y  K e r t t u l a  P a g e  4
F e b r u a r y  4, 1993
Re: D r a f t  b i l l  p r o p o s i n g  U C C  c h a n g e s  (arts 2A, 3, 4, & 6)

i n  p r i o r  d r a f t s  o f  t h i s  p a r t  o f  y o u r  b i l l ,  i n c lu d in g  l a s t 
l e g i s l a t u r e ' s  HB 2 9 4 .  I  h e a rd  no o b je c t io n s  t o  i t  th e n .

2 8 . T h is  i s  a good p o i n t ,  c o m p a ra b le  t o  th e  one T e r r y  r a is e d  
i n  c o n n e c t io n  w i t h  tw o  p r o v is io n s  i n  y o u r  o th e r  UCC b i l l .  H o w eve r, 
to  m a in ta in  as much c o n s is te n c y  w i t h  th e  " o f f i c i a l "  NCCUSL v e r s io n  
as p o s s ib le ,  I  recommend t h a t  we a d d re s s  th e  p o i n t  b y  am end ing 
p ro p o s e d  AS 4 5 . 1 2 . 1 0 8 ( d ) ,  r a t h e r  th a n  d e le t in g  i t .  I n  th e 
m e a n tim e , I  w i l l  in c lu d e  t h i s  q u e s t io n  w i t h  th o s e  I  am s e n d in g  to  
th e  n a t io n a l  e x p e r ts  on t h i s  s u b je c t .  My s u g g e s t io n  i s  t h a t ,  a t 
page 9 3 , l i n e  1 5 , th e  f o l lo w in g  w o rd s  be in s e r te d  i n  f r o n t  o f  " i n  
an a c t i o n " :  N o t w i t h s t a n d in g  R u le  8 2 , A la s k a  R u le s  o f  C i v i l
P r o c e d u r e , " .

29 & 3 0 .  O .k .

3 1 .  A g a in ,  T e r r y  has r a is e d  a good p o in t .  I  am i n c l i n e d  t o  
t h in k  t h a t  th e  p r o v is io n  s h o u ld  be amended ( a t  page 106 ,  l i n e s  25 
and 26) s im p ly  t o  sa y  " p r o v id e d  by s t a t u t e . "  H o w e ve r. I  p r e f e r  t o  
le a v e  p ro p o s e d  AS 4 5 . 1 2 . 3 0 4 ( c )  as i t  a p p e a rs  i n  th e  d r a f t  u n t i l  I  
h e a r  fro m  th e  n a t io n a l  e x p e r ts  on t h i s  p o i n t .

3 2 . O . k .

3 3 .  A n o th e r  e x c e l le n t  p o i n t !  I  d o n ' t  know th e  a n s w e r, b u t 
recommend k e e p in g  T e r r y ' s  i n t e r p r e t a t i o n  i n  th e  d r a f t  u n t i l  I  h e a r 
fro m  th e  n a t io n a l  e x p e r ts .  I  w i l l  a s k  them  a b o u t t h i s  p o i n t  t o o .

34 & 3 5 .  O . k .

3 6 .  T e r r y ' s  p o in t  i s  g o o d , p ro p o s e d  AS 4 5 . 1 2 . 5 2 2 ( b )  c o u ld  be 
c l e a r e r .  H o w eve r, h e r  a s s u m p tio n  i s  c o r r e c t ,  and I  recommend t h a t 
h e r  d r a f t ' s  w o rd in g  be r e ta in e d  u n t i l  th e  o f f i c i a l  NCCUSL v e r s io n  
i s  c h a n g e d .

3 7 . O . k .

3 8 .  T e r r y ' s  p o in t  i s  g o o d , b u t  I  t h in k  t h a t  h e r  p ro p o s e d 
s o lu t io n  i s  aw kw ard . I  recommend i n s e r t i n g  commas a ro u n d  th e 
in t e r v e n in g  p r e p o s i t i o n a l  p h ra s e , so t h a t  th e  re fe r e n c e s  w o u ld  re a d 
as f o l l o w s :  " A f t e r  d e f a u l t ^  b y  th e  le s s e e  u n d e r  th e  le a s e
c o n t r a c t ^  o f  th e  ty p e  d e s c r ib e d  . . . . "  T h is  a p p ro a c h  f l o w s ,  makes
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The H o n o ra b le  J a y  K e r t t u la  
F e b ru a ry  4 , 1993
Re: D r a f t  b i l l  p ro p o s in g  UCC changes ( a r t s  2A, 3 ,  4 ,

Page 5

& 6)

th e  a p p r o p r ia te  c l a r i f i c a t i o n ,  and m o s t c lo s e ly  t r a c k s  th e  o f f i c i a l  
v e r s io n .

P h e w ! !1

L e t  me know i f  I  can  be o f  f u r t h e r  a s s is ta n c e .

A r t h u r  H. P e te rs o n 
U n ifo rm  Law C o m m is s io n e r 

f o r  A la s k a
A H P/sh
E n c lo s u re s

cc  w / e n c . : R e s t o f  A l a s k a ' s  ULC D e le g a t io n :
J a y  A . R a b in o w itz 
W. G ra n t C a llo w
Tam ara B ra n d t Cook (H a n d -D e liv e re d ) 
L . S . K u r t z ,  J r .
D eborah  E. B e h r (H a n d -D e liv e re d )

T e r r y  B a n n is te r ,  L e g is la t i v e  C o u n se l (H a n d -D e liv e re d ) 
L e g is l a t i v e  A f f a i r s  A gency
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The H o n o ra b le  J a y  K e r t t u la  
A la s k a  S ta te  S e n a te 
Room 42 7 ,  S ta te  C a p i t o l 
Ju n e a u , AK 9 9 8 0 1 - 1 1 8 2

Re: Y o u r d r a f t  b i l l  on U n ifo rm  C o m m e rc ia l Code c h a n g e s : A r t .
2A (p e r s o n a l  p r o p e r t y  l e a s i n g ) ,  A r t s .  3 and  4 ( n e g o t ia b le  
in s t r u m e n ts ,  e t c . ) ,  and re p e a l o f  A r t .  6 ( b u lk  s a l e s ) 
LAA W ork O rd e r No. 8 -L S 0 2 2 7 \E

D ear J a y :

As yo u  re q u e s te d  r e c e n t l y ,  I  have  re v ie w e d  th e  J a n u a ry  4 , 1993 
d r a f t  o f  t h i s  b i l l ,  accom pan ied  b y  th e  Decem ber 3 1 , 1992 c o v e r  memo 
fro m  T e r r y  B a n n is te r  t o  y o u . I  have  a d d re s s e d  th e  38 p o in t s  s e t 
o u t  i n  h e r  memo. The b i l l  s h o u ld  now be re a d y  f o r  p r e p a r a t io n  i n  
f i n a l  fo rm  and  e a r l y  i n t r o d u c t i o n .

In  th e  a r t .  2A p o r t io n ,  th e  b i l l  in c lu d e s  p ro p o s e d  AS 
4 5 . 1 2 . 1 0 4 ( a ) ( 4 )  (p ag e  9 2 , l i n e  3 ) ,  o r i g i n a l l y  re q u e s te d  b y  th e  
D e p a rtm e n t o f  A d m in is t r a t io n  t o  make c le a r  th e  r e l a t i o n s h i p  t o  th e  
s t a t e ’ s P ro c u re m e n t Code ( e x is t i n g  AS 3 6 . 3 0 ) .  A s p o t  c h e c k 
i n d ic a te s  t h a t  i t  a l s o  in c lu d e s  th e  NCCUSL1 s 1990  am endm ents t o  
a r t .  2A.

As yo u  a ls o  re q u e s te d ,  yo u  w i l l  f i n d  a t ta c h e d  a b r i e f  
d e s c r ip t io n  o f  th e  b i l l ,  c i t i n g  b i l l  s e c t io n  num bers as th e y  a p p e a r 
in  t h i s  d r a f t .  I  c o u ld  n o t  keep i t  t o  one pa g e ,  s in c e  th e  b i l l  
c o v e rs  th r e e  m a j o r  a re a s  o f  th e  la w  and i s  13 6 p ag e s  l o n g .  I  t r u s t 
t h a t  you  w i l l  f i n d  t h i s  d e s c r ip t io n  h e l p f u l  f o r  p re s s  r e l e a s e s , 
c o m m itte e  d is c u s s io n ,  and f l o o r  d e b a te . The D e p a rtm e n t o f  Law, th e  
L e g is la t i v e  A f f a i r s  A ge n cy , and I  have  a d d i t i o n a l  b a c k g ro u n d 
m a te r ia l  i f  y o u  w o u ld  c a re  t o  see i t .

H e re  a re  some ch an g es  t o  be made b e f o r e  i n t r o d u c t i o n :

A . On page  1 1 , l i n e  25 ,  " 4 5 . 0 4 . 2 1 0  a n d 11 s h o u ld  be  in s e r t e d  i n  
f r o n t  o f  " 4 5 . 0 4 . 2 1 1 , "  t o  m a in ta in  a d i r e c t  c o r re s p o n d e n c e  w i t h  th e  
NCCUSL’ s n u m b e rin g  ch an g es  i n  a r t .  4 .
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B. On page 1 3 , l i n e  6 , a f t e r  " m o n e y , "  i n s e r t ,  " t o  p aym e n t 
o rd e r s  g o v e rn e d  b y  AJ 4 5 . 1 4 , " .  T h is  change p ic k s  up  th e  NCCUSL's 
r e f e r e n c e  t o  t h e  new a r t .  4A ( fu n d s  t r a n s f e r s )  i n  y o u r  o t h e r  UCC 
b i l l .

C. On page 1 1 1 , l i n e  8 , " f i l i n g "  needs t o  be  c o r r e c te d  t o  
" r e c o r d i n g , "  i n  p ro p o s e d  AS 4 5 . 1 2 . 3 0 9 ( i ) . T h is  change  fro m  th e  
NCCUSL w o rd in g  was a lr e a d y  made in  ( j ) (2)  o f  t h a t  s e c t io n  (page 
1 1 1 , l i n e  1 3 ) .  I t  accom m odates a D e p a rtm e n t o f  N a tu r a l  R e s o u rc e s 
re q u e s t ,  t o  c o n fo rm  t o  e x i s t i n g  AS 4 0 . 1 7 . 1 1 0 ( b ) ( 5 1 ) .

D. On page 1 1 9 , l i n e  2 6 , change " t im e "  t o  re a d  " t i m e s , "  t o  
c o n fo rm  t o  o f f i c i a l  NCCUSL w o rd in g .

E. On page 13 4 ,  l i n e  8 , i n  p ro p o se d  AS 4 5 . 1 2 . 5 2 9 ( e ) ,  th e  " a " 
i n  f r o n t  o f  " d e f a u l t "  s h o u ld  be d e le te d .  On th e  f o l l o w in g  l i n e , 
" t h e "  s h o u ld  be in s e r t e d  i n  f r o n t  o f  " l e s s e e . "  These  tw o  m in o r 
changes c o n fo rm  t o  th e  NCCUSL's w o rd in g , and c o r r e c t  w h a t a p p e a r t o  
be t y p o g r a p h ic a l  e r r o r s .

H ere  a re  my com m ents on T e r r y ' s  38 p o in t s ,  u s in g  h e r  n u m b e rs :

1 . A lth o u g h  I  w o u ld  n o t  have  made some o f  th e  re a rra n g e m e n ts 
t h a t  T e r r y  made in  th e  s e c t i o n s  c i t e d ,  I  have  no r e a l  o b j e c t i o n  t o
th e m . W h ile  th e r e  i s  a v a lu e  t o  m a in ta in in g  th e  n a t io n a l  se qu e nce
o f  p r o v i s i o n s ,  as w e l l  as th e  n a t io n a l  w o rd in g ,  T e r r y ' s  ch a n g e s  do 
n o t  do v i o l e n c e  t o  th e  n a t io n a l  a p p ro a c h , and i t  i s  m o s t im p o r ta n t
t o  g e t  th e  b i l l  in t r o d u c e d  and e n a c te d  so o n .

2 - -  4 .  O . k .

5 .  The i n s e r t i o n  o f  th e  te rm  " c o d e "  i s  an e x c e l le n t  id e a .

6 & 7 .  O .k .

8 .  So f a r  as  I  can t e l l  a t  th e  moment, th e  a p p l i c a b i l i t y  
s e c t i o n  ( s e c .  129) lo o k s  g o o d .

9 .  I  have n o t  com pared  t h i s  d r a f t  w ord  f o r  w o rd  w i t h  th e  
NCCUSL v e r s i o n ,  b u t ,  b e in g  somewhat f a m i l i a r  w i t h  th e  A la s k a 
L e g i s l a t u r e ' s  d r a f t i n g  s t y l e ,  I  assume t h a t  T e r r y ' s  m is c e l la n e o u s 
s t y l e  changes a re  o . k .

1C. T e r r y ' s  c r o s s  r e fe r e n c e  t o  o u r  e x i s t i n g  s t a t u t o r y  
c o n s t r u c t io n  p r o v i s i o n s  i s  s u b s t a n t iv e ly  o . k . ,  and I  am n o t
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re q u e s t in g  t h a t  t h e  o r i g i n a l  NCCUSL la n g u a g e  be r e s t o r e d .  I  s h o u ld 
s a y ,  h o w e v e r, t h a t  I  am s l i g h t l y  c o n c e rn e d  a b o u t o u t s id e r s  lo o k in g  
f o r  th e  e x a c t  NCCUSL la n g u a g e  in  th e  c i t e d  p r o v is io n s .  B u t ,  a g a in , 
i t  i s  m o st im p o r ta n t  t o  g e t  t h i s  b i l l  in t r o d u c e d  s o o n , and I  am n o t 
s u g g e s t in g  a c h a n g e .

11 —  1 3 . O . k .

14 .  As i n d ic a t e d  a bo ve , i n  my s u g g e s t io n s  f o r  change 
p re c e d in g  t h i s  l i s t  o f  re s p o n s e s  t o  T e r r y ' s  p o i n t s ,  I  b e l ie v e  t h a t 
th e  r e fe r e n c e  t o  AS 4 5 . 0 4 . 2 1 0  s h o u ld  be r e in s e r t e d .  I  w i l l  w r i t e  
t o  th e  n a t io n a l  e x p e r ts  t o  g e t  t h e i r  o p in io n  on t h i s .  B u t ,  f o r 
now, i t  i s  im p o r ta n t  t o  g e t  th e  b i l l  in t r o d u c e d  and  m o v in g .

1 5 . T e r r y ' s  ch a n g e , based  on th e  ULA v e r s io n ,  r e f l e c t s  w ha t 
a p p e a rs  t o  be  an e r r o r  i n  th e  ULA v e r s io n .  The f o l l o w in g  w ords 
a p p e a r i n  th e  o f f i c i a l  p u b l i c a t io n  o f  th e  UCC b y  W est P u b l is h in g  
Company u n d e r  c o n t r a c t  w i t h  NCCUSL, and s h o u ld  be r e in s e r t e d  i n  AS 
4 5 . 0 3 . 1 0 2 ( a )  (p a g e  1 3 , l i n e  6 ) ,  f o l lo w in g  "m o n e y": " ,  t o  paym ent
o rd e r s  g o v e rn e d  b y  AS 4 5 . 1 4 , " .

16 & 1 7 .  O . k .

18 .  I  t h i n k  t h a t  T e r r y  i s  r i g h t ,  b u t  I  am w r i t i n g  t o  th e 
n a t io n a l  e x p e r t s  t o  c h e c k  on t h i s  p o i n t .  I n  th e  m e a n tim e , p ro p o s e d 
AS 4 5 . 0 3 . 4 1 5 ( a )  (p a g e  4 8 ; l i n e  16) s h o u ld  re m a in  as i t  a p p e a rs  in  
y o u r  d r a f t .  -

19 & 2 0 .  O . k .

2 1 . T e r r y  i s  c o r r e c t .  The o f f i c i a l  NCCUSL v e r s io n  p ose s  th e  
tw o  a l t e r n a t i v e s  f o r  s u b s e c . (b ) . S u b s e c t io n  (c )  i s  su pp o sed  t o  
t h e r e ,  r e g a r d le s s  o f  w h ic h  a l t e r n a t i v e  i s  ch ose n  f o r  s u b s e c .> 
T e r r y  has ch o se n  A l t e r n a t i v e  A , and I  b e l i e v e  t h a t ,  sh e  h as  made tn e  
a p p r o p r ia te  c h o ic e ,  b u t  I  w i l l  d e fe r  t o  th e  b a n k e rs  on t h i s  o ne .

22 —  2 5 . O . k .

2 6 .  T e r r y ' s  p o i n t  i s  a good o n e . H ow ever, I  recommend 
le a v in g  th e  d r a f t ' s  p r o v is io n  a lo n e  and t r a c k in g  th e  " o f f i c i a l "  
NCCUSL v e r s io n  o f  AS 4 5 . 0 4 . 2 1 5 .

27 .  I  b e l ie v e  t h a t  T e r r y ' s  d r a f t  i s  a p p r o p r ia te ,  and t h a t  th e  
d o l l a r  am ount s h o u ld  n o t  be in s e r te d .  T h is  i s  th e  a p p ro a c h  ta k e n
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i n  p r i o r  d r a f t s  o f  t h i s  p a r t  o f  y o u r  b i l l ,  i n c lu d in g  l a s t  
l e g i s l a t u r e ' s  HB 294 .  I  h e a rd  no o b je c t io n s  t o  i t  t h e n .

2 8 . T h is  i s  a good p o i n t ,  co m p a ra b le  t o  th e  one T e r r y  r a is e d  
i n  c o n n e c t io n  w i t h  tw o  p r o v is io n s  i n  y o u r  o th e r  UCC b i l l .  H o w e ve r, 
t o  m a in ta in  as much c o n s is te n c y  w i t h  th e  " o f f i c i a l "  NCCUSL v e r s io n  
as p o s s i b l e ,  I  recommend t h a t  we a d d re s s  th e  p o in t  b y  a m en d in g 
p ro p o s e d  AS 4 5 . 1 2 . 1 0 8 ( d ) ,  r a t h e r  th a n  d e le t in g  i t .  I n  th e  
m e a n tim e , I  w i l l  in c lu d e  t h i s  q u e s t io n  w i t h  th o s e  I  am s e n d in g  t o  
th e  n a t io n a l  e x p e r ts  on t h i s  s u b j e c t .  My s u g g e s t io n  i s  t h a t ,  a t 
page 9 3 , l i n e  1 5 , th e  f o l l o w in g  w o rd s  be in s e r te d  i n  f r o n t  o f  " i n  
an a c t i o n " :  N o t w i t h s t a n d in g  R u le  82 , A la s k a  R u le s  o f  C i v i l
P r o c e d u r e , " .

29 & 3 0 .  O .k .

3 1 .  A .g a in , T e r r y  h as  r a is e d  a good p o i n t .  I  am i n c l i n e d  t o  
t h in k  t h a t  th e  p r o v is io n  s h o u ld  be amended ( a t  page 1 0 6 ,  l i n e s  25 
and 26 ) s im p ly  t o  sa y  " p r o v id e d  b y  s t a t u t e . "  H ow ever, I  p r e f e r  t o  
le a v e  p ro p o s e d  AS 4 5 . 1 2 . 3 0 4 ( c )  as i t  a p p e a rs  i n  th e  d r a f t  u n t i l  I  
h e a r fro m  th e  n a t io n a l  e x p e r ts  on t h i s  p o i n t .

3 2 .  O . k .

3 3 .  A n o th e r  e x c e l le n t  p o i n t !  I  d o n ' t  know th e  a n s w e r, b u t 
recommend k e e p in g  T e r r y ' s  i n t e r p r e t a t i o n  i n  th e  d r a f t  u n t i l  I  h e a r 
fro m  th e  n a t io n a l  e x p e r t s .  I  w i l l  a sk  them  a b o u t t h i s  p o i n t  t o o .

34 & 3 5 .  O .k .

36 .  T e r r y ' s  p o in t  i s  g o o d , p ro p o s e d  AS 4 5 . 1 2 . 5 2 2 ( b )  c o u ld  be 
c l e a r e r .  H ow ever, h e r  a s s u m p tio n  i s  c o r r e c t ,  and I  recom m end t h a t 
h e r  d r a f t ' s  w o rd in g  be r e t a in e d  u n t i l  th e  o f f i c i a l  NCCUSL v e r s i o n  
i s  ch a n g e d .

3 7 . O . k .

38 .  T e r r y ' s  p o in t  i s  g o o d , "b u t I  t h i n k  t h a t  h e r  p ro p o s e d 
s o lu t io n  i s  aw kw ard . I  recommend i n s e r t i n g  commas a ro u n d  th e  
i n t e r v e n in g  p r e p o s i t i o n a l  p h ra s e , so t h a t  th e  r e f e r e n c e s  w o u ld  re a d 
as f o l l o w s :  " A f t e r  d e f a u l t ^  by  t h e  l e s s e e  u n d e r  th e  l e a s e
c o n t r a c t ^  o f  th e  ty p e  d e s c r ib e d  . . . . "  T h is  a p p ro a c h  f l o w s ,  makes
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th e  a p p r o p r ia t e  c l a r i f i c a t i o n ,  and m ost c lo s e ly  t r a c k s  th e  o f f i c i a l  
v e r s io n .

P h e w l ! !

L e t  me know i f  I  ca n  be o f  f u r t h e r  a s s is ta n c e .

Y ou rs  -y e u ly ^

A r th u r  H . P e te rs o n 
- U n ifo rm  Law C o m m iss io n e r 

f o r  A la s k a
A H P /sh
E n c lo s u re s

c c  w / e n c . : R e s t o f  A l a s k a ' s  ULC D e le g a t io n :
J a y  A . R a b in o w itz 
W. G ra n t C a llo w
Tam ara B ra n d t  Cook (H a n d -D e liv e re d )
L . S. K u r t z ,  J r .
D eborah  E. B e h r (H a n d -D e liv e re d )

T e r r y  B a n n is t e r , L e g is la t iv e  C o u n se l (H a n d -D e liv e re d ) 
L e g is l a t i v e  A f f a i r s  Agency
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DESCRIPTION OF BILL ON 
UNIFORM COMMERCIAL CODE CHANGES: 

PERSONAL PROPERTY LEASING, NEGOTIABLE INSTRUMENTS,
AND BULK SALES

B3gj£HHnB£-: -:U I1M W I

2/4/93

With all other U.S. jurisdictions (except Louisiana, which has enacted parts of it), 
Alaska enacted the Uniform Commercial Code (UCC), promulgated by the National 
Conference of Commissioners on Uniform State Laws (NCCUSL). This bill reflects a major 
effort to update the UCC. The bill has three basic parts: (1) a new art. 2A on personal 
property leasing (sec. 125 of the bill), (2) amendments to the UCC’s arts. 3 and 4, regarding 
negotiable instruments and bank deposits and collections (secs. 14 through 117 and 127 of 
the bill); (3) repeal of UCC art. 6, on bulk sales (sec. 127 of the bill). (The other bill 
sections contain changes to accommodate those basic parts of the bill.) Benefits to Alaska 
of keeping its UCC up to date are enormous. These proposed changes, promulgated by the 
NCCUSL, are essential to business and consumers involved in commercial trans u-.tions; they 
will encourage a predictable and favorable business climate here.

Personal Property Leasing

UCC art. 2 (AS 45.02) dials with sales. Article 9 (AS 45.09) deals with secured 
transactions. But nothing currently deals with leasing of personal property, a multi-billion 
dollar industry. The new art. 2A (proposed AS 45.12) fills the gap.

Personal property being leased ranges from horses, cars, and moving vans, to heavy 
construction equipment and oil rigs. The new article deals with what are called "true" leases 
and "finance" leases. It tailors some concepts from the current art. 2. It provides statutory 
answers to a broad range of legal issues, covering such matters as offer and acceptance, 
warranties, mistake, failure to perform, risk of loss, and remedies. The current absence of 
these rules promotes litigation.

Negotiable Instruments and Bank Deposits and Collections

In the UCC, arts. 3 and 4 (AS 45.03 and 45.04, respectively) are companion articles. 
Article 3 provides for all negotiable instruments, including checks and certificates of deposit. 
Most checks are drawn upon bank accounts, and certificates of deposits are banking 
instruments. Amendments in this bill pertaining to these two articles are made primarily 
to recognize modern electronic technology and banking practices. In revising art. 3, some 
companion amendments to art. 4 (bank deposits and collections) and to art. 1 (general 
provisions) have been necessary. It has been said that "Negotiable instruments make the

sh/art/description.bill Pago 1



economy go around." That is why it is important for Alaska to keep its law on the subject 
up to date.

Much of the language in present art 3 is unnecessarily technical and archaic. This 
bill’s revision reorganizes the material into a more logical sequence and significantly clarifies 
and modernizes the law, thus fixing numerous problems that have arisen over the past 40 
years of experience with the UCC and negotiable instruments. One especially important 
feature is that the revision recognizes that there are two types of instruments -- notes and 
drafts — which usually perform different functions and merit different treatment.

The revised art. 3 (with conforming amendments in arts. 1 and 4) provide numerous 
benefits to the public interest, to users of negotiable instruments, and to banks. Among the 
benefits are the following: certainty of the law; speed and reliability, by addressing new 
technologies; lower costs; reduced litigation, by removing troublesome issues; expansion of 
the definition of "good faith"; stricter standards for fiduciaries; improvements to the 
acceptability of bank obligations such as cashier checks; and a variety of other improvements 
of the law.

Bulk Sales

A "bulk sale" is one in which a business sells all or a large part of its inventory to a 
single buyer outside the ordinary course of business. Such a sale has also been called a 
"bulk transfer." One goal of the laws on this subject had been to protect creditors of such 
businesses from the proprietor who absconds with the proceeds of the sale. UCC art. 6 
replaced a variety of earlier bulk sales laws in the states. All of them were enacted in a 
climate of smaller businesses that were localized in scope. But the credit environment has 
changed, so that the risk of the absconding merchandiser is no longer very great. Business 
creditors can evaluate creditworthiness far better than was the case when the UCC was first 
promulgated, and they can pursue absconding sellers with much less difficulty. New laws 
have partially overlapped art. 6, and more sophisticated and wide-spread inventory financing 
under art. 9 of the UCC has provided even more significant protections for creditors. 
Therefore, the NCCUSL recommended repeal of art. 6, but, as an alternative for states 
where this would be appropriate, also offered a thorough revision of art. 6. As of 1991, 14 
states had addressed the issue, and 10 of them opted for the repeal approach. A group of 
16 Alaska business law attorneys has written to say that they unanimously support the repeal 
approach offered in this bill.

# # # # # # # # #
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LEGISLATIVE AFFA IRS AGENCY 
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DIVISION OF LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

M E M O R A  N D U M ecember 31, 1992

130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

SUBJECT:

TO:

FROM:

Uniform Commercial Code bill (Work Order No. 8-LS0227\E)

Senator Jalmar Kerttula

Theresa L. Bannister 
Legislative Counsel

This memo accompanies the draft of the above-mentioned bill that you requested 
relating to the Uniform Commercial Code ("UCC"). The draft contains a revised 
chapter on negotiable instruments (AS 45.03), revisions to the chapter on bank 
deposits and collections (AS 45.04), a repeal of the chapter on bulk sales (AS 45.06), 
a new chapter on leases (AS 45.12), and other modifications of the UCC that are 
necessary to implement these changes.

As a starting point for drafting the bill, I have used the draft recommended by Art 
Peterson and prepared in part by the Department of Law Iasi year.

The bill was prepared with the goal of balancing the use of our legislative drafting 
style with the need to keep the material uniform with other states. With that in 
mind, the following comments are brought to your attention. The references to 
"ULA" mean the Uniform Laws Annotated, which is the authority on UCC bills. ?

Some of the sections were rearranged to comply with our drafting style (e.g. secs.
45.03.312, 45.03.605, 45.12.303, 45.12.309, 45.12.310, and 45.1Z529). n  , .

' A. y  *
i /  2. Some parenthesized citations were blended into the text with words like "under" '

or "as provided in," particularly in AS 45.12. (E.g., secs. 45.01.201(45), 45.03.305(c), J-1'
45.12.518(b), and 45.12.5g(a)(3)).

^  3. The word "any" was replaced with "an" or "a," or deleted, where appropriate. 

i / ‘ 4. To a limited degree, definitions were rearranged to comply with our drafting style.

y  5. A new term, "code,' was inserted and defined to refer to the expanded UCC 
provided in the bill. The new term is particularly useful where a reference to the
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new chapter (AS 45.12, leases) is added but produces an unclear result. This was not 
necessary in the ULA because new chapters are added within the existing UCC 
numbering (e.g. the new chapter on leases is numbered "2A"), which we can’t do in 
this case.

^  6. References to "his" and "her" were replaced with appropriate terms.

t / 7. The structure of a sentence was changed when the sentence used a form such as 
"no delivery is necessary" (changed to "delivery is not necessary"). Examples are 
found in secs. 45.03.312(c)(2), 45.03.416(a)(5), 45.03.417(a)(3), 45.04.210, 45.12.303, 
and 45.12.309.

^  8. .An applicability section was added to provide some guidance for the application 
of the amendments, repealers, and new chapter. Aside from the repeal of AS 45.06 
(bulk sales), there was not much guidance on this in the ULA, and, except for the 
AS 45.06 language in (b) of the applicability section, the section is original drafting.
The applicability section should be examined carefully to determine if it handles the 
transition as you want it handled.

t/ 9. Miscellaneous style changes were made. 1

10. Since sec. 45.01.102(e)( 1) and (2) are essentially covered by AS 01.10.050(b) and j
(c), I retained the introductory language, deleted paragraphs (1) and (2), and added jj
a cross reference to AS 01.10.050(b) and (c). :

^  11. Sec. 45.01.105(b) was stylistically rearranged.

12. Since AS 45.01.109 is an exception to all other Alaska statutory law, a 
"notwithstanding" clause has been added to the section to reflect this. Also, the word 
"headings" is substituted for "captions" to conform to Alaska practice.

^  13. In sec. 45 °1.201(44). the phrase "or endorsement," was deleted pursuant to the 
ULA.

\  14. In sec. 45.01.201(45), the reference to the present AS 45.04.208 (now found in 
sec. 45.04.210 of the bill) has been deleted based on logic and on the draft we 
received. However, the ULA does not make this deletion.

15. In sec. 45.03.102(a), the phrase, "to payment orders," was deleted pursuant to the 
ULA

^  y  ✓
'S 16. In secs. 45.03.103(c), 4^.04.104(c), and 45.12.103(c), the section references were 

placed in parentheses.
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^ 1 7 . Sec. 45.03.312 was added pursuant to the ULA. I CfCl ( o.

^18. I suggest that the reference in sec. 45.03.415(a) to "(b) - (d)" be changed to "(b) - 
(e)." The ULA uses "(b) - (d)," but it does not seem logical to exclude "(e)."

^ 19. Sec. 45.03.419(c) was rewritten slightly to make it clearer.

^20. In sec. 45.03.502(b)(1), "otherwise" was replaced with "other."

i / 21. In sec. 45.04.106(c), subsec. (c) was added from the ULA. Subsec. (c) appears 
to be separate from the two alternatives that the ULA provided for subsec. (b).

^  22. In sec. 45.04.107, the phrase, "and under AS 45.03," was added pursuant to the 
ULA.

^ 23. In sec. 45.04.201(a), "valid" was deleted pursuant to the ULA-

24. In AS 45.04.202, the catchline for the section was amended pursuant to the ULA.

25. In sec. 45.04.213(a)(2)(C), "in account" was replaced by "an account." The ULA 
uses "in," but that doesn’t seem to make sense.

)U'26. Do you want to insert a reference to sec. 45.03.418(d) in sec. 45.04.215? Sec. 
45.03.418(d) creates an exception to sec. 45.04.215. A cross-reference note under the 
statute could be used, but it would be easier for the reader to notice the exception 
if it were in the statute itself.

\ 27. In sec. 45.12.103(a)(5), do you want to set a maximum dollar amount for a lease 
to qualify as a consumer lease? The ULA allows this alternative.

a 0 £.28. I recommend that sec. 45.12.108(d), which refers to the award of attorney fees,
j^Be deleted. Alaska already has a court rule generally providing for the award of 

attorney fees in a court action. The language of sec. 45.12.1U8(d) is designed for a 
jurisdiction that does not have such a court rule. Therefore, sec. 45.12.108(d) makes 
it unclear whether attorney fees are allowed in all UCC lease cases or only where the 
lessee claims unconscionability with respect to a consumer lease. To cure this 
problem, you could delete the subsection, clarify the subsection, or provide a letter 
of intent. Please keep in mind that although courts do give some consideration to 
letters of intent when interpreting statutes, letters of intent are not binding and it is 
best if the statute itself states its intent clearly.

t/' 29. In sec. 45.12.209(a), several words were added to conform to the ULA and to 
clarify the section.



30. The language of sec. 45.12.219(b) was rewritten slightly from the ULA to reflect 
my understanding of it.

 ̂ 31. Sec. 45.12.304(c) does not appear to be clear. The use of the word "both" is 
susceptible of two meanings: (1) that the controlling rights have to be found in both 
sec. 45.12.304 and the certificate of title statute; or (2) that the controlling rights have 
to be found in either sec. 45.12.304 or the certificate of title statute. I suggest that 
the subsection be clarified on this point.

32. The order of the definitions was changed in sec. 45.12.309(j).

[ y  ] 33. In sec. 45.12.310(e), the ULA employed a confusing reference: at the beginning
of the subsection, it states "When under subsections (2) or (3) and (4)." (For our
purposes, read "(b) or (c) and (a)" for "(2) or (3) and (4).") It is not clear whether 
the ULA intended "(2), or (3) and (4)" or "(2) or (3), and (4)." The bill draft 
contains our interpretation of the reference.

34. The heading for Article 4 (covering secs. 45.12.401 - 45.12.407) was changed by 
deleting the words "repudiated, substituted, and excused." Those words did not cover 
all that the article covers.

^  35. In sec. 45.12.507(a), several words were added pursuant to the ULA.

^  36. It is not clear whether sec. 45.12.522(b) applies just in insolvency cases. I assume
that it does, due to the title of the section (which are made substantive in the UCC), 
but it is not clear. :

1/  37. In secs. 45.12.518(b), 45.12.519(a), 45.12.527(b), and 45.12.528(a), "under" has 
been used in place of "pursuant to."

( x \  38. In secs. 45.12.523, 45.12.524(a), 45.12.525(b), 45.12.527(a), 45.12.528(a), and 
45.12.529(a) and (e), it is not clear what the phrase "of the type" refers to. It appears 
to refer to "default," so I suggest redoing the phrase to read "of the type of default."

If you wish to be provided with more details on the above comments, please advise.

If I may be of further assistance, please advise.

TLB:mi:gc:mi
92-165. mai
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D I V I S I O N  O F  L E G A L  S E R V I C E S
LEGISLATIVE AFFA IRS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M March 4, 1993

SUBJECT: Additional section affecting change made in CSSB 112 (L&C) 
(Work Order No. 8-LS0227\O)

TO: Senator Tim Kelly 
Chair
Senate Labor and Commerce Committee

FROM: Theresa L. Bannister 
Legislative Counsel

This memo accompanies the final version that you requested of CSSB 112 (L&C). 
In that version, AS 45.09.312(a) is amended to add a provision indicating the priority 
of municipal tax liens under AS 29.45.300(b).

Please note that AS 45.09.301(a) - (b) appears to create an exception to the priorities 
established by AS 45.09.312. Therefore, in order to accomplish the apparent purpose 
of the amendment, it would be advisable to include a reference to AS 45.09.301 to 
the language added by the amendment. For example, the amendment might be 
written to read:

These sections and AS 4d.09.301 may not be construed to defeat the prior and 
paramount position of a municipal tax lien under AS 29.45.300('b>).

Since this bill has passed out of your committee, you may wish to pass this memo 
along to the next committee of referral, so that it may consider this addition.

If I may be of further assistance, please advise.

TLB:mi:pI
93-038.mai
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Senator .Jay ICerltula

SUMMARY OF 
SENATE BILLS 86 AND 112 

UNIFORM COMMERCIAL CODE'

THANK YOU, MR. PRESIDENT.

JUSTICE RABINOWITZ, FOR THE ALASKA SUPREME 

COURT, THE ALASKA UNIFORM COMMERCIAL CODE 

COMMISSIONERS, AND ATTORNEY GENERAL COLE REQUESTED 

LAST FALL THAT I FACILITATE INTRODUCTION OF 

LEGISLATION CHANGING AND UPDATING ALASKA'S  UNIFORM 

COMMERCIAL CODE.

THESE BILLS AMEND ALASKA'S UNIFORM COMMERCIAL 

CODE TO BRING IT UP TO DATE WITH REGARD TO MODERN 

TECHNOLOGICAL INNOVATIONS CURRENTLY BEING USED BY 

THE BUSINESS AND COMMERCIAL COMMUNITIES !N THE STATE 

AND THE NATION.

AS SPONSOR, OR FACILITATOR OF THE BILLS IN THE 

SENATE, I W ILL PROVIDE A BRIEF OVERVIEW OF EACH BILL.

I W ILL BEGIN WITH SENATE BILL 86, ALSO KNOWN AS 

THE "FUNDS TRANSFERS" BILL.



GENERALLY SPEAKING, S.B. 86 WILL ENACT THE NEW 

ARTICLE 4A INTO THE STATE’S UNIFORM COMMERCIAL CODE. 

THE U.C.C. IS A COMPREHENSIVE CODIFICATION OF 

COMMERCIAL LAW THROUGHOUT THE COUNTRY.

UNTIL 1989, HOWEVER, THE U.C.C. DID NOT DEAL WITH 

FUNDS TRANSFERS BETWEEN COMMERCIAL ENTITIES. AS 

BUSINESS PRACTICE HAS COME TO RELY MORE HEAVILY ON 

THE SPEED, EFFICIENCY, RELIABILITY AND RELATIVELY LOW 

COST OF ELECTRONIC TECHNOLOGY, IT IS APPARENT THAT 

ALASKA'S COMMERCIAL LAWS NEED TO BE BROUGHT UP TO 

DATE.

THE NEW ARTICLE 4A EMBODIED !N S.B. 86 DOES THIS. 

THE PROVISIONS IN S.B. 86 HAVE ALREADY BEEN ADOPTED BY 

44 OTHER STATES, INCLUDING NEW YORK, ILLINOIS AND 

CALIFORNIA— THE MAJOR FINANCIAL CENTERS FOR AMERICA.

THE SHEER VOLUME OF COMMERICAL FUNDING 

TRANSACTIONS VIA MODERN TECHNOLOGY MAKES ENACTMENT 

OF S.B. 86 NECESSARY. IN 1989, A RECORD THREE TRILLION

S u m m a r y  S t a t e m e n t ,  S B  8 6  a n d  S B  1 1 2
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DOLLARS WERE TRANSFERRED ON A SINGLE DAY-M ORE MONEY 

THAN THE 1989 U.S. GROSS NATIONAL PRODUCT. THE 

AVERAGE INDIVIDUAL FUNDS TRANSFER IN 1989 WAS FIVE 

MILLION DOLLARS, AND THE AVERAGE DAILY TRANSFER WAS 

ONE TRILLION DOLLARS.

UNLESS THE PARTIES TO A TRANSACTION USE THE SAME 

BANK, A FUNDS TRANSFER, ON AVERAGE, INVOLVES AT LEAST 

FOUR ENTITIES: THE ORIGINATOR OF THE PAYMENT; THE BANK 

TO WHICH THE ORIGINATOR COMMUNICATES THE FIRST 

PAYMENT ORDER: THE BANK OF THE ENTITY RECEIVING THE 

ORDER; AND THE RECIPIENT OR BENEFICIARY.

BECAUSE THESE TRANSACTIONS ARE DONE 

ELECTRONICALLY, AND NOT IN CASH, A NUMBER OF 

QUESTIONS REGARDING RESPONSIBILITY AND LIABILITY 

ARISE. QUESTIONS SUCH AS: WHAT HAPPENS IF THE FIRST 

BANK MAKES A MISTAKE ON THE AMOUNT TO BE PAID? WHAT 

IF THE SECOND BANK FAILS TO NOTIFY THE RECIPIENT?

WHAT HAPPENS IF THE ORIGINAL PAYMENT ORDER IS 

FRAUDULENT AND NOT ACTUALLY ISSUED BY THE

S u m m a r y  o f  S B  8 6  a n d  S B  1 1 2 ,  P a g e  3



ORIGINATOR? WHO BEARS THE RISK OF LOSS AT A GIVEN 

TIME IN THE TRANSACTION PROCESS? AND WHAT 

CONSTITUTES ACCEPTANCE AND REJECTION OF A PAYMENT 

ORDER?

THESE AND OTHER QUESTIONS ARE ANSWERED IN THE 

ARTICLE 4A ENACTED BY SENATE BILL 86 WHICH,

BASICALLY, ESTABLISHES THE RULES GOVERNING THE 

PAYMENT OF LARGE SUMS OF MONEY.

THE BILL PROVIDES A SIGNIFICANT IMPROVEMENT IN 

ALASKA COMMERCIAL LAW. IT WILL HELP KEEP A LA S K A ’S 

UNIFORM COMMERICAL CODE UP TO DATE WHICH, IN TURN, 

HELPS ASSURE A FAVORABLE COMMERCIAL CLIMATE IN 

A LA S K A -O N E  THAT IS IN LINE WITH THE REST OF THE 

NATION AND CAN, ACCORDINGLY, HELP ENCOURAGE ECONOMIC 

DEVELOPMENT AND GROWTH IN ALASKA.

S.B. 86 HAS A ZERO FISCAL NOTE FROM THE 

DEPARTMENT OF LAW. IN ADDITION, FEDERAL FINANCIAL 

REGULATORS ARE ENCOURAGING INDIVIDUAL STATES TO 

ENACT THE PROVISIONS EMBODIED IN S.B. 86. TO BRING

S u m m a r y  s t a t e m e n t  f o r  S B  8 6  a n d  S B  1 1 2
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THEIR RESPECTIVE STATE LAWS INTO COMPLIANCE WITH 

FEDERAL LAW. UNLESS STATES ADOPT THESE PROVISIONS, 

THE FEDERAL GOVERNMENT WILL STEP IN AND PERFORM 

THE REGULATORY AND ENFORCEMENT DUTIES RELATING TO 

FUNDS TRANSFERS.

THE PROVISIONS IN S.B. 86 HAVE BEEN ENDORSED BY 

THE NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM 

STATE LAWS.

SENATE BILL 112

SENATE BILL 112 ALSO MAKES AMENDMENTS TO 

ALASKA’S UNIFORM COMMERICAL CODE. IN MOST INSTANCES 

THESE CHANGES ARE DESIGNED TO BRING THE CODE UP TO 

DATE WITH THE REST OF THE COUNTRY.

THE FIRST CHANGE ADDS A NEW ARTICLE 2A TO THE 

EXISTING LAW. WHILE THE EXISTING LAW COVERS 

SALES AND SECURED TRANSACTIONS, THERE IS NO LANGUAGE 

RELATING TO PERSONAL PROPERTY LEASING.

S u m m a r y  S t a t e m e n t ,  S B  8 6  & S B  1 1 2
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PERSONAL PROPERTY BEING LEASED RANGES FROM CARS, 

HORSES, <\ND MOVING VANS TO CONSTRUCTION EQUIPMENT,

OIL RIGS, AND TRACTORS.

ARTICLE 2A DEALS WITH WHAT ARE CALLED "TRUE" 

LEASES AND "FINANCE' LEASES. THE ARTICLE PROVIDES THE 

STATUTORY ANSWERS TO A BROAD RANGE OF LEGAL ISSUES, 

COVERING SUCH MATTERS AS OFFER AND ACCEPTANCE, 

WARRANTIES, MISTAKE, FAILURE TO PERFORM, RISK OF LOSS 

AND REMEDIES.

THE CURRENT ABSENCE OF THESE RULES PROMOTES 

L IT IG A T IO N .

ARTICLE 3 OF S.B. 112, FOR THE MOST PART, 

REORGANIZES THE EXISTING MATERIAL IN THE STATE CODE 

TO MAKE IT MORE CLEAR AND TO ACCOUNT FOR MODERN 

TECHNOLOGIES. THESE REVISIONS FIX MANY OF THE PROBLEMS 

THAT HAVE ARISEN OVER THE PAST 40 YEARS WITH THE 

UNIFORM COMMERCIAL CODE AND WITH NEGOTIABLE 

INSTRUMENTS. SOME OF THE CHANGES INCLUDED IN ARTICLE 3

S p o n s o r  S t a t e m e n t ,  S B  8 6  & S B  1 1 2
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AND ARTICLE 1 OF S.B. 1 12  ARE NECESSARY TO BRING THESE 

ARTICLES INTO COMPLIANCE WITH THE NEW LANGUAGE IN 

ARTICLE 4A AS IT APPEARS IN S.B. 86.

ONE IMPORTANT CHANGE IN ARTICLE 3 IS THAT THE 

REVISION RECOGNIZES THAT THERE ARE TWO TYPES OF 

INSTIRUMENTS-NOTES AND DRAFTS--WHICH USUALLY 

PERFORM DIFFERENT FUNCTIONS AND, THEREFORE, MERIT 

DIFFERENT TREATMENT.

BENEFITS FROM ENACTING ARTICLE 3 OF S.B. 1 12  

INCLUDE, BUT ARE NOT LIMITED TO, THE FOLLOWING: 

CERTAINTY OF THE LAW, SPEED AND RELIABILITY, LOWER 

COSTS, REDUCED LITIGATION, AND STRICTER STANDARDS FOR 

FIDUCIARIES.

SENATE BILL 1 12  REPEALS ARTICLE 6 OF THE PRESENT 

UNIFORM COMMERECIAL CODE. ARTICLE 6 DEALS WITH BULK 

SALES. A BULK SALE IS ONE IN WHICH A BUSINESS SELLS ALL 

OR A LARGE PART OF ITS INVENTORY TO A SINGLE BUYER 

OUTSIDE THE ORDINARY COURSE OF BUSINESS.

Sponsor Statement, SB 86 & SB 112
Page 7



THE EXISTING LAW WAS DESIGNED TO PROTECT 

CREDITORS OF SUCH BUSINESSES FROM THE PROPRIETOR WHO 

ABSCONDS WITH THE PROCEEDS OF SUCH A SALE. THESE 

LAWS WERE ENACTED IN A CLIMATE OF SMALLER BUSINESSES.

BUT THE CREDIT ENVIRONMENT HAS CHANGED 

DRASTICALLY OVER THE YEARS, SO THAT THE RISK OF THE 

ABSCONDING PROPRIETOR IS MO LONGER VERY GREAT. IT IS 

NOW EASIER FOR BUSINESSES TO ESTABLISH THE 

CREDITWORTHINESS OF A PROPRIETOR OR MERCHANDISER,

AND EASIER TO PURSUE THOSE FEW WHO DO "TAKE THE MONEY 

AND RUN".

IN ADDITION, UNDER ARTICLE 9 OF THE EXISTING CODE, 

PROTECTIONS FOR CREDITORS ARE MORE SIGNIFICANT THAN 

IN THE PAST.

BECAUSE OF THESE FACTORS, THE NATIONAL 

CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS, 

AND A GROUP OF 16 ALASKA BUSINESS LAW ATTORNEYS,

Sponsor Statement, SB 86 & SB 112
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HAVE RECOMMENDED THAT ARTICLE 6 BE REPEALED.

THIS BILL RECEIVED A ZERO FISCAL NOTE FROM THE 

DEPARTMENT OF LAW’S DIVISION OF LEGAL SERVICES. 

ACCORDING TO THE DEPARTMENT’S ANALYSIS ACCOMPANYING 

THIS FISCAL NOTE, THE BASIC CHANGES PROPOSED IN S.B.

1 12  ARE-AND I QUOTE:

. .NEEDED TO HELP BRING ALASKA BUSINESSES AND 

CONSUMERS INVOLVED IN COMMERCIAL TRANSACTIONS UP TO 

DATE WITH BUSINESSES AND CONSUMERS IN THE REST OF THE 

COUNTRY.” (END QUOTE).

BECAUSE OF THIS, AND THE OTHER REASONS I HAVE 

OUTLINED IN MY STATEMENT, IT IS MY HOPE THAT THE 

SENATE WILL PASS BOTH SENATE BILL 86 AND SENATE BILL 

1 1 2 .

(end statement)

Sponsor Statement, SB 86 & SB 112
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Jerry Anderson, Chief Fiscal Officer 

343-6610

Contact,

P h o n e :

L E G I S L A T I V E  I S S U E S

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

1993 L E G I S L A T I V E  P R O G R A M

To clarify the Alaska Uniform C o m m e r c i a l  C o d e  with reference to a 
Municipality's prior a n d  p a r a m o u n t  lien against personal property on which 

taxes have b e e n  assessed, a d d  the underlined:

"Sec. 45.09.312. Priorities a m o n g  conflicting security interests in the s a m e  

collateral, (a) The rules of priority stated in A.S. 45.09.301 - 45.09.318 a n d  

in the following sections govern whe r e  applicable: A.S. 45.04.208 with 

respect to the security interest of collecting banks, in items being collected, 

a c c o m p a n y i n g  documents, a n d  proceeds; A.S. 45.09.103 o n  security 

interests relating to other jurisdictions; A.S. 45.09.114 o n  consignments. 

Nothing in these sections shall b e  construed to defeat the prior a n d

p a r a m o u n t  position of the municipal tax liens established in A.S 29.45.300.

Currently, Alaska's version of Article 9 of the Uniform C o m m e r c i a l  C o d e  

m a k e s  n o  reference to the prior a n d  p a r a m o u n t  lien that a municipality has 

against property o n  which taxes have b e e n  assessed. In administering 

bankruptcy claims, this causes a great deal of additional work to point out 

' to other secured creditors (usually banks) that the municipality's lien has 

priority over theirs. M o s t  of the problems have arisen with business 

personal property taxes.

TITLE: A m e n d  A.S.45.09.312(a) Uniform C o m m e r c i a l  C o d e



S'“T *  A T E  C O M M I T T E E  R E P C  T
FIRST COMMITTEE OF REFERRAL

DATE: 2/11/93

I
Date of 5-Day Notice: 2  -̂ 2 T - ^  3
(in accordance with Uniform Rule 23)

FURTHER: JUDICIARY 
FINANCE

DATE TURNED 
INTO OFFICE:

L&C Committee considered SB 112

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

and recommends:

replace with_________

[ ] attaches amendment(s)

[ ] adopts__________________

CS S % r  | / / 4 r  \ ^  same title_( L  q L  ) [ ] new title

Letter of Intent

[ ] further referral to the

[ ] do pass

[ ] do not pass

[ ] no recommendation

individual recommendations

DopBrtment Dale
v e t o  W f ?

y p ii
FISCAL NOTE INFORMATION 

Zoro Fiscol Department

[ ] technical 
title change 
(HB only)

Date Zero Fiscal

[ ] Appropriation No Fiscal Note

DO PASS:

[ ] Governor's Bill with Previous Fiscal Notes (enter information above)

OTffeR RESQMWENDATIONS:
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STATEMENT OF 
SEN. JAY KERTTULA 

ON
S.B. 86 AND S.B. 1 12  

'•UNIFORM COMMERCIAL CODE”
BEFORE THE 

SENATE LABOR AND COMMERCE COMMITTEE 
MARCH 2, 1993

GOOD AFTERNOON. I'D LIKE TO THANK COMMITTEE 

CHAIRMAN SENATOR KELLY AND THE MEMBERS OF THE LABOR 

AND COMMERCE COMMITTEE FOR SCHEDULING SENATE BILLS 

86 AND 1 12  FOR A PUBLIC HEARING TODAY. THE BILLS 

ARE COMPANION PIECES OF LEGISLATION AMENDING 

ALASKA'S UNIFORM COMMERICAL CODE.

AS SPONSOR OF THE BILLS IN THE SENATE, I WILL 

PROVIDE A BRIEF OVERVIEW OF EACH BILL. I HAVE ALSO 

ASKED LEGISLATIVE LEGAL COUNSEL AND REPRESENTATIVES 

FOR THE DEPARTMENT OF LAW TO BE HERE TODAY TO EXPLAIN 

SOME OF THE MORE TECHNICAL AND LEGAL ASPECTS OF THESE 

BILLS.

I WILL BEGIN WITH SENATE BILL 86, ALSO KNOWN AS 

THE "FUNDS TRANSFERS" BILL.



GENERALLY SPEAKING, SENATE BILL 86 BRINGS THE FUNDS 

TRANSFERS PORTION OF ALASKA'S UNIFORM COMMERCIAL 

CODE UP TO DATE WITH REGARD TO CURRENT ELECTRONIC 

TECHNOLOGY AS IT APPLIES TO MODERN BUSINESS 

PRACTICES.

S.B. 86 WILL ENACT THE NEW ARTICLE 4A INTO THE 

STATE’S UNIFORM COMMERCIAL CODE. THE U.C.C. IS A 

COMPREHENSIVE CODIFICATION OF COMMERCIAL LAW 

THROUGHOUT THE COUNTRY. UNTIL 1989, HOWEVER, THE 

U.C.C. DID NOT DEAL WITH FUNDS TRANSFERS BETWEEN 

COMMERCIAL ENTITIES. AS BUSINESS PRACTICE HAS COME TO 

RELY MORE HEAVILY ON THE SPEED, EFFICIENCY, RELIABILITY 

AND RELATIVELY LOW COST OF ELECTRONIC TECHNOLOGY, IT 

IS APPARENT THAT ALASKA'S COMMERCIAL LAWS BE 

BROUGHT UP TO DATE.

THE NEW ARTICLE 4A EMBODIED IN S.B. 86 DOES THIS. 

THE PROVISIONS IN S.B. 86 HAVE ALREADY BEEN ADOPTED BY 

44 OTHER STATES, INCLUDING NEW YORK, ILLINOIS AND 

CALIFORNIA—THE MAJOR FINANCIAL CENTERS FOR AMERICA.

SPONSOR STATEMENT-SB 86 AND AB 112
PAGE 2



THE SHEER VOLUME OF COMMERICAL FUNDING 

TRANSACTIONS VIA MODERN TECHNOLOGY MAKES ENACTMENT 

OF S.B. 86 NECESSARY. IN 1989, A RECORD THREE TRILLION 

DOLLARS WERE TRANSFERRED ON A SINGLE DAY-MORE MONEY 

THAN THE 1989 U.S. GROSS NATIONAL PRODUCT. THE 

AVERAGE INDIVIDUAL FUNDS TRANSFER IN 1989 WAS FIVE 

MILLION DOLLARS, AND THE AVERAGE DAILY TRANSFER WAS 

ONE TRILLION DOLLARS.

UNLESS THE PARTIES TO A TRANSACTION USE THE SAME 

BANK, A FUNDS TRANSFER, ON AVERAGE, INVOLVES AT LEAST 

FOUR ENTITIES: THE ORIGINATOR OF THE PAYMENT; THE BANK 

TO WHICH THE ORIGINATOR COMMUNICATES THE FIRST 

PAYMENT ORDER; THE BANK OF THE ENTITY RECEIVING THE 

ORDER; AND THE RECIPIENT OR BENEFICIARY.

BECAUSE THESE TRANSACTIONS ARE DONE 

ELECTRONICALLY, AND NOT IN CASH, A NUMBER OF 

QUESTIONS REGARDING RESPONSIBILITY AND LIABILITY 

ARISE. QUESTIONS SUCH AS: WHAT HAPPENS IF THE FIRST

SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 3



BANK MAKES A MISTAKE ON THE AMOUNT TO BE PAID? WHAT 

IF THE SECOND BANK FAILS TO NOTIFY THE RECIPIENT? 

WHAT HAPPENS IF THE ORIGINAL PAYMENT ORDER IS 

FRAUDULENT AND NOT ACTUALLY ISSUED BY THE 

ORIGINATOR? WHO BEARS THE RISK OF LOSS AT A GIVEN 

TIME IN THE TRANSACTION PROCESS? AND WHAT 

CONSTITUTES ACCEPTANCE AND REJECTION OF A PAYMENT 

ORDER?

THESE AND OTHER QUESTIONS ARE ANSWERED IN THE 

ARTICLE 4A ENACTED BY SENATE BILL 86 WHICH,

BASICALLY, ESTABLISHES THE RULES GOVERNING THE 

PAYMENT OF LARGE SUMS OF MONEY.

THE BILL PROVIDES A SIGNIFICANT IMPROVEMENT IN 

ALASKA COMMERCIAL LAW. IT WILL HELP KEEP ALASKA'S 

UNIFORM COMMERICAL CODE UP TO DATE WHICH, IN TURN, 

HELPS ASSURE A FAVORABLE COMMERCIAL CLIMATE IN 

ALASKA-ONE THAT IS IN LINE WITH THE REST OF THE 

NATION AND CAN, ACCORDINGLY, HELP ENCOURAGE 

ECONOMIC DEVELOPMENT AND GROWTH IN ALASKA.

SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 4



SPONSOR STATEMENT-SB 86 AND SB 1 12  
PAGE 5

S.B. 86 HAS A ZERO FISCAL NOTE FROM THE 

DEPARTMENT OF LAW. IN ADDITION, FEDERAL FINANCIAL 

REGULATORS ARE ENCOURAGING INDIVIDUAL STATES TO 

ENACT THE PROVISIONS EMBODIED IN S.B. 86. TO BRING 

THEIR RESPECTIVE STATE LAWS INTO COMPLIANCE WITH 

FEDERAL LAW. UNLESS STATES ADOPT THESE PROVISIONS, 

THE FEDERAL GOVERNMENT WILL STEP IN AND PERFORM 

THE REGULATORY AND ENFORCEMENT DUTIES RELATING TO 

FUNDS TRANSFERS.

THE PROVISIONS IN S.B. 86 HAVE BEEN ENDORSED BY 

THE NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM 

STATE LAWS.

SENATE BILL 1 12

SENATE BILL 112 , IN GENERAL, ALSO MAKES 

AMENDMENTS TO ALASKA’S UNIFORM COMMERICAL CODE. IN 

MOST INSTANCES THESE CHANGES ARE DESIGNED TO BRING 

THE CODE UP TO DATE WITH THE REST OF THE COUNTRY.



THE FIRST CHANGE ADDS A NEW ARTICLE 2A TO THE 

EXISTING LAW. WHILE THE EXISTING LAW COVERS 

COMMERCIAL PROPERTY LEASES, THERE IS NO LANGUAGE 

RELATING TO PERSONAL PROPERTY LEASING.

PERSONAL PROPERTY BEING LEASED RANGES FROM CARS, 

HORSES, AND MOVING VANS TO CONSTRUCTION EQUIPMENT 

AND OIL RIGS.

ARTICLE 2A DEALS WITH WHAT ARE CALLED "TRUE" 

LEASES AND "FINANCE’ LEASES. THE ARTICLE PROVIDES THE 

STATUTORY ANSWERS TO A BROAD RANGE OF LEGAL ISSUES, 

COVERING SUCH MATTERS AS OFFER AND ACCEPTANCE, 

WARRANTIES, MISTAKE, FAILURE TO PERFORM, RISK OF LOSS 

AND REMEDIES.

THE CURRENT ABSENCE OF THESE RULES PROMOTES 

LITIGATION.

ARTICLE 3 OF S.B. 112 , FOR THE MOST PART, 

REORGANIZES THE EXISTING MATERIAL IN THE STATE CODE 

TO MAKE IT MORE CLEAR AND TO ACCOUNT FOR MODERN

SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 6



TECHNOLOGIES. THESE REVISIONS FIX MANY OF THE PROBLEMS 

THAT HAVE ARISEN OVER THE PAST 40 YEARS WITH THE 

UNIFORM COMMERCIAL CODE AND WITH NEGOTIABLE 

INSTRUMENTS. SOME OF THE CHANGES INCLUDED IN ARTICLE 3 

AND ARTICLE 1 OF S.B. 1 12  ARE NECESSARY TO BRING THESE 

ARTICLES INTO COMPLIANCE WITH THE NEW LANGUAGE IN 

ARTICLE 4A AS IT APPEARS IN S.B. 86.

ONE IMPORTANT CHANGE IN ARTICLE 3 IS THAT THE 

REVISION RECOGNIZES THAT THERE ARE TWO TYPES OF 

INSTRUMENTS-NOTES AND DRAFTS-WHICH USUALLY 

PERFORM DIFFERENT FUNCTIONS AND, THEREFORE, MERIT 

DIFFERENT TREATMENT.

BENEFITS FROM ENACTING ARTICLE 3 OF S.B. 1 12  

INCLUDE, BUT ARE NOT LIMITED TO, THE FOLLOWING: 

CERTAINTY OF THE LAW, SPEED AND RELIABILITY, LOWER 

COSTS, REDUCED LITIGATION, AND STRICTER STANDARDS FOR 

FIDUCIARIES.

SPONSOR STATEMENT-SB 86 & SB 112
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FINALLY, SENATE BILL 1 12  SEEKS TO REPEAL ARTICLE 6 

OF THE PRESENT UNIFORM COMMERECIAL CODE. ARTICLE 6 

DEALS WITH BULK SALES. A BULK SALE IS ONE IN WHICH A 

BUSINESS SELLS ALL OR A LARGE PART OF ITS INVENTORY TO 

A SINGLE BUYER OUTSIDE THE ORDINARY COURSE OF 

BUSINESS.

THE EXISTING LAW WAS DESIGNED TO PROTECT 

CREDITORS OF SUCH BUSINESSES FROM THE PROPRIETOR WHO 

ABSCONDS WITH THE PROCEEDS OF SUCH A SALE. THESE 

LAWS WERE ENACTED IN A CLIMATE OF SMALLER BUSINESSES.

BUT THE CREDIT ENVIRONMENT HAS CHANGED 

DRASTICALLY OVER THE YEARS, SO THAT THE RISK OF THE 

ABSCONDING PROPRIETOR IS NO LONGER VERY GREAT. IT IS 

NOW EASIER FOR BUSINESSES TO ESTABLISH THE 

CREDITWORTHINESS OF A PROPRIETOR OR MERCHANDISER,

AND EASIER TO PURSUE THOSE FEW WHO DO "TAKE THE MONEY 

AND RUN".

SPONSOR STATEMENT-SB 86 & SB 112
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IN ADDITION, UNDER ARTICLE 9 OF THE EXISTING CODE, 

PROTECTIONS FOR CREDITORS ARE MORE SIGNIFICANT THAN 

IN THE PAST.

BECAUSE OF THESE FACTORS, THE NATIONAL 

CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS, 

AND A GROUP OF 16 ALASKA BUSINESS LAW ATTORNEYS,

HAVE RECOMMENDED THAT ARTICLE 6 BE REPEALED. AS OF 

1991, 14 STATES HAD APPROACHED THIS ISSUE AND TEN OF 

THEM OPTED FOR THE REPEAL APPROACH ENACTED IN SENATE 

BILL 1 12 .

THIS BILL RECEIVED A ZERO FISCAL NOTE FROM THE 

DEPARTMENT OF LAWS DIVISION OF LEGAL SERVICES. 

ACCORDING TO THE DEPARTMENT'S ANALYSIS ACCOMPANYING 

THIS FISCAL NOTE, THE BASIC CHANGES PROPOSED IN S.B.

1 12  ARE-AND I QUOTE:

. .NEEDED TO HELP BRING ALASKA BUSINESSES AND 

CONSUMERS INVOLVED IN COMMERCIAL TRANSACTIONS UP TO 

DATE WITH BUSINESSES AND CONSUMERS IN THE REST OF THE 

COUNTRY." (END QUOTE).

H I E  I*ZiT-T\7l J 3 ? ^ a S E S ! T i7 S r .  ,-1.. . - . " A :i •/
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BECAUSE OF THIS, AND THE OTHER REASONS I HAVE 

OUTLINED IN MY STATEMENT, IT IS MY HOPE THAT THiS 

COMMITTEE WILL LOOK FAVORABLY ON BOTH SENATE BILL 86 

AND SENATE BILL 112 , GIVING IT A "DO PASS'* 

RECOMMENDATION.

SPONSOR STATEMENT-SB 86 AND SB 112
PAGE 10

(end statement)



A Few Facts About
The Uniform Commercial Code, 

Article 2A — Leases

Purpose: 

Origin: 

Endorsed by:

To provide states with a legal framework for any transac­
tion, regardless of form, that creates a lease.
Completed by the Uniform Law Commissioners in 1987 
and amended in 1990.
American Bar Association 
American Law Institute

State
Adoptions of 
1987 Act:

Florida
Oregon

South Dakota 
Utah

Adoptions with 
1990 Amendments:

Alabama
Arizona
California
Colorado
Delaware
District of Columbia
Hawaii
Illinois
Indiana
Kansas
Kentucky
Maine
Michigan
Minnesota

Missouri'-
Montana
Nebraska
Nevada
New Mexico
North Dakota
Ohio
Oklahoma
Pennsylvania
Rhode Island
Virginia
Wisconsin
Wyoming

1993
Introductions: Maryland 

Massachusetts 
New Hampshire

New Jersey 
West Virginia

For any further information regarding Article 2A of the Uniform Commercial 
Code, please contact John McCabe or Katie Robinson at 312-915-0195.

(2/1/93)
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A Few Facts About
Revised Article 3 of the UCC

(With Conforming and Miscellaneous Amendments to Articles 1 and 4)

Purpose: To update provisions of the UCC dealing with payment 
by checks and other paper instruments to provide essen­
tial rules for the new technologies and practices in pay­
ment systems.

Origin: 

Endorsed by:

Completed by the Uniform Law Commissioners in 1990.

American Bar Association 
American Law Institute

State
Adoptions: Arkansas Missouri •

California Montana
Connecticut Nebraska
Florida New Mexico
Hawaii North Dakota
Illinois Oklahoma
Kansas Pennsylvania
Louisiana Virginia
Minnesota Wyoming
Mississippi

1993
Introductions: Arizona

Massachusetts
New Hampshire 
West Virginia

For any further information regarding Revised Article 3 of the Uniform Commer­
cial Code (with conforming and miscellaneous amendments to Articles 1 and 4), please 
contact John McCabe or Katie Robinson at 312-915-0195.

(2 / 1 / 9 3 )



A Few F a c t s  About  
R E V IS E D  A R T IC L E  6 OF THE UNIFORM COMMERCIAL CODE

PURPOSE: T o  p r o v i d e  s t a t e s  w i t h  t h e  o p t i o n  o f  r e p e a l i n g  o r  
r e v i s i n g  c u r r e n t  A r t i c l e  6 o f  t h e  UCC.

O R IG IN : C o m p l e t e d  b y  t h e  U n i f o r m  Law 
C o m m i s s i o n e r s  i n  1 9 8 9 .

ENDORSED BY :  A m e r i c a n  B a r  A s s o c i a t i o n
A m e r i c a n  Law I n s t i t u t e

STATE ADOPTIONS 
OF R E V IS E D  UCC6: A r i z o n a

C a l i f o r n i a
H a w a i i
Oklahoma
U ta h

STATE REPEALS 
OF UCC6: A r k a n s a s

C o l o r a d o
I l l i n o i s
K a n s a s
K e n t u c k y
L o u i s i a n a
M a in e
M i n n e s o t a

Moncana
N e b r a s k a
Nevada
New M e x i c o
O re g o n
P e n n s y l v a n i a
W e s t  V i r g i n i a
Wyoming

INTRODUCTIONS 
TO REPEAL UCC6: New Hamp n i r e  

New J e r s e y  
N o r t h  Dakota

INTRODUCTIONS 
TO R E V IS E  UCC6:

F o r  any  f u r t h e r  i n f o r m a t i o n  r e g a r d i n g  t h e  r e v i s e d  A r t i c l e  6 
o f  t h e  U n i f o r m  C o m m e r c ia l  Code ,  p l e a s e  c o n t a c t  J o h n  McCabe o r  
K a t i e  R o b i n s o n  a t  3 1 2 - 9 1 5 - 0 1 9 5 .
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DESCRIPTION OF BILL ON 
UNIFORM COMMERCIAL CODE CHANGES:

PERSONAL PROPERTY LEASING, NEGOTIABLE INSTRUMENTS,
AND BULK SALES

With ail other UT. jurisdictions (except Louisiana, which has enacted parts of it), 
Alaska enacted the Uniform Commercial Code (UCC), promulgated by the National 
Conference of Commissioners on Uniform State Laws (NCCUSL). This bill reflects a major 
effort to update the UCC. The bill has three basic parts: (1) a new art 2A on personal 
property leasing (sec. 125 of the bill), (2) amendments to the UCC’s arts. 3 and 4, regarding 
negotiable instruments and bank deposits and collections (secs. 14 through 117 and 127 of 
the bill); (3) repeal of UCC art 6, on bulk sales (sec. 127 of the bill). (The other bill 
sections contain changes to accommodate those basic parts of the bill.) Benefits to Alaska 
of keeping its UCC up to date are enormous. These proposed changes, promulgated by the 
NCCU 'L, are essential to business and consumers involved in commercial transactions; they 
will encourage a predictable and favorable business climate here.

Personal Property Leasing

UCC art 2 (AS 45.02) deals with sales. Article 9 (AS 45.09) deals with secured 
transactions. But nothing currently deals with leasing of personal property, a multi-billion 
dollar industry. The new art. 2A (proposed AS 45.12) fills the gap.

Personal property being leased ranges from horses, cars, and moving vans, to heavy 
construction equipment and oil rigs. The new article deals with what are called true" leases 
and "finance" leases. It tailors some concepts from the current art 2. It provides statutory 
answers to a broad range of legal issues, covering such matters as offer and acceptance, 
warranties, mistake, failure to perform, risk of loss, and remedies. The current absence of 
these rules promotes litigation.

Negotiable Instruments and Bank Deposits and Collections

In the UCC, arts. 3 and 4 (AS 45.03 and 45.04, respectively) are companion articles. 
Article 3 provides for all negotiable instruments, including checks and certificates of deposit. 
Most checks are drawn upon bank accounts, and certificates of deposits are banking 
instruments. Amendments in this bill pertaining to these two articles are made primarily 
to recognize modern electronic technology and banking practices. In revising a rt 3, some 
companion amendments to art 4 (bank deposits and collections) and to art 1 (general 
provisions) have been necessary. It has been said that "Negotiable instruments make the

s h / a r t / d o a c r l p t i o n . b i l l  Pago 1
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economy go around." That is why it is important for Alaska to keep its law on the subject 
up to date.

Much of the language in present a rt 3 is unnecessarily technical and archaic. This 
bill’s revision reorganizes the material into a more logical sequence and significantly clarifies 
and modernizes the law, thus fixing numerous problems that have arisen over the past 40 
years of experience with the UCC and negotiable instruments. One especially important 
feature is that the revision recognizes that there are two types of instruments — notes and 
drafts -- which usually perform different functions and merit different treatment.

The revised art 3 (with conforming amendments in arts. 1 and 4) provide numerous 
benefits to the public interest, to users of negotiable instruments, and to banks. Among the 
benefits are the following: certainty of the law; speed and reliability, by addressing new 
technologies; lower costs; reduced litigation, by removing troublesome issues; expansion of 
the definition of "good faith"; stricter standards for fiduciaries; improvements to the 
acceptability of bank obligations such as cashier checks; and a variety of other improvements 
of the law.

Bulk Sales

A "bulk sale" is one in which a business sells all or a large part of its inventory to a 
single buyer outside the ordinary course of business. Such a sale has also been called a 
"bulk transfer." One goal of the laws on this subject had been to protect creditors of such 
businesses from the proprietor who absconds with the proceeds of the sale. UCC art 6 
replaced a variety of earlier bulk sales laws in the states. A ll of them were enacted in a 
climate of smaller businesses that were localized in scope. But the credit environment has 
changed, so that the risk of the absconding merchandiser is no longer very greaL Business 
creditors can evaluate creditworthiness far better than was the case when the UCC was first 
promulgated, and they can pursue absconding sellers with much less difficulty. New laws 
have partially overlapped a rt 6, and more sophisticated and wide-spread inventory financing 
under a rt 9 of the UCC has provided even more significant protections for creditors. 
Therefore, the NCCUSL recommended repeal of a rt 6, but, as an alternative for states 
where this would be appropriate, also offered a thorough revision of a rt 6. As of 1991, 14 
states had addressed the issue, and 10 of them opted for the repeal approach. A group of 
16 Alaska business law attorneys has written to say that they unanimously support the repeal 
approach offered in this bill.

# # # # # # # # #
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FISCAL NOTE

STATE OF ALASKA 
1993 LEGISLATIVE SESSION

BILL NO. SB 112

ANALYSIS (Continued):

T h i s  b i l l  makes s u b s t a n t i a l  amendments t o  t h e  s t a t e ' s  U n i fo rm  
Com m erc ia l  Code (UCC) u n d e r  AS 4 5 . 0 1 -  AS 4 5 .0 9  and AS 4 5 . 1 2 .  T h i s  b i l l  i s  a 
m a jo r  e f f o r t  t o  update  A . l a s k a ' s  UCC by a d d in g  a new a r t i c l e  ( A r t .  2A) on 
p e r s o n a l  p r o p e r t y  l e a s i n g ;  amending t h e  U C C ' s  A r t s .  3 and 4 ,  r e g a r d i n g  
n e g o t i a b l e  i n s t r u m e n t s  and bank d e p o s i t s  and c o l l e c t i o n s ;  r e p e a l i n g  UCC A r t .  6,  
on b u l k  s a l e s ;  and making o t h e r  c h a n g e s  i n  t h e  UCC t h a t  a r e  n e c e s s a r y  t o  
accommodate t h e  b a s i c  c h a n g e s  b e i n g  made i n  t h e  b i l l .  T h e s e  b a s i c  c h a n g e s  have 
been p r o p o s e d  by t h e  N a t i o n a l  C o n f e r e n c e  c f  C o m m i s s i o n e r s  on U n i f o r m  S t a t e  Laws 
(NCCUSL),  and t h e y  a r e  needed t o  h e l p  b r i n g  A l a s k a  b u s i n e s s  and c o n s u m e r s  
i n v o l v e d  i n  c o m m e r c ia l  t r a n s a c t i o n s  up t o  d a te  w i t h  b u s i n e s s e s  and c o n s u m e r s  i n  
t h e  r e s t  o f  t h e  c o u n t r y .  B e c a u se  t h e  b i l l  d e a l s  w i t h  t r a n s a c t i o n s  between 
p r i v a t e  p a r t i e s  i t  w i l l  n o t  have a f i s c a l  im p a c t  f o r  t h e  D epartm ent  o f  Law. To 
t h e  e x t e n t  t h a t  t h e  b i l l  im p a c t s  s t a t e - f u n d e d  l o a n  and i n v e s t m e n t  p r o g r a m s ,  i t  
s h o u l d  have a b e n e f i c i a l  e f f e c t .
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CAPITAL 0 0 0 0 0 0

R E V E N U E
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