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HOUSE BI LL NO. 269
"An  Act establishing enploynent protections for certain
enpl oyees in the aviation industry relating to safety issues.”

- HEARD AND HELD

HOUSE BI LL NO 271
"An Act relating to recovery of punitive damages resulting from
an aviation accident; and providing for an effective date.”

- MOVED CSHB 271(L&C) OQUT OF COW TTEE

HOUSE BI LL NO. 429

"An Act relating to certain licenses for the sale of tobacco
products; relating to tobacco taxes and sales and cigarette tax
st anps; relating to provisions meking <certain <cigarettes
contraband and subject to seizure and forfeiture; relating to
certain crimes, penalties, and interest concerning tobacco taxes
and sales; relating to notification regarding a cigarette
manuf acturer's nonconpliance with the tobacco product Master
Settlenment Agreenent or related statutory provisions and to
confiscation of the affected cigarettes; and providing for an
effective date.”

- HEARD AND HELD
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PREVI QUS ACTI ON

BILL: HB 269
SHORT TI TLE: JOB PROTECTI ON FOR EMPLOYEES | N AVI ATI ON
SPONSCR('S) : LABOR & COWVMERCE

Jrn-Date Jrn- Page Action

05/ 04/ 01 1532 (H READ THE FI RST TI ME -
REFERRALS

05/ 04/ 01 1532 (H L&C, JUD

05/ 04/ 01 1532 (H REFERRED TO LABOR & COWVMERCE

05/ 06/ 01 1617 (H PRI MVE SPONSOR CHANGED

04/ 10/ 02 (H L&C AT 3:15 PM CAPI TOL 17

BILL: HB 271
SHORT TI TLE: CAP ON AVI ATI ON ACCI DENT PUNI TI VE DAMAGES
SPONSCR(S) : LABOR & COWMMERCE

Jrn-Date Jr n- Page Action

05/ 04/ 01 1532 (H READ THE FI RST TI ME -
REFERRALS

05/ 04/ 01 1532 (H L&C, JUD

05/ 06/ 01 1617 (H PRI ME SPONSCOR CHANGED

04/ 10/ 02 (H L&C AT 3:15 PM CAPI TOL 17

BILL: HB 429
SHORT TI TLE: TOBACCO TAXATI ON; LI CENSI NG
SPONSCR(S): RLS BY REQUEST CF THE GOVERNOR

Jrn-Date Jr n- Page Action

02/ 15/ 02 2282 (H READ THE FI RST TI ME -
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02/ 15/ 02 2282 (H L&C, JUD, FIN

02/ 15/ 02 2282 (H) FN1: (REV)

02/ 15/ 02 2282 (H GOVERNOR S TRANSM TTAL LETTER

04/ 03/ 02 (H L&C AT 3:15 PM CAPI TOL 17

04/ 03/ 02 (H Heard & Held

04/ 03/ 02 (H M NUTE( L&C)

04/ 08/ 02 (H L&C AT 3:15 PM CAPI TOL 17

04/ 08/ 02 (H Schedul ed But Not Heard

04/ 10/ 02 (H L&C AT 3:15 PM CAPI TOL 17

W TNESS REG STER
CHRI'S KNI GHT, Staff

to Representative Andrew Hal cro
Al aska State Legislature
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Capi tol Building, Room 414

Juneau, Al aska 99801

POSI TI ON STATEMENT: Presented HB 269 and HB 271 on behal f of
t he sponsor, the House Labor and Conmerce Standi ng Conmttee.

FRED Cl ARLO, Ceneral WManger

Tanana Air Service

PO Box 60713

Fai r banks, Al aska 99706

PCSI TI ON STATEMENT: Di scussed the costs of aviation insurance.

M KE SALAZAR

PO Box 6918

Ket chi kan, Al aska

POSI TI ON STATEMENT: Testified that anything that can be done to
limt the awards of settlenents in aviation cases wll reduce
the costs to travel ers.

BOB JACOBSEN

W ngs of Al aska

8421 Livingston Wy

Juneau, Al aska

POSI TI ON STATEMENT: Di scussed the rise in aviation insurance
rates.

KI P KNUDSON, Presi dent

Al aska Air Carriers Association

929 E. 81st, MNunber 108

Anchor age, Al aska 99518

POSI TI ON  STATEMENT: Testified that HB 271 is a good start.
Wth regard to HB 269, the association is neutral.

M KE ONEIL (PH), Owner

Security Aviation

3600 W International Airport Road

Anchor age, Al aska

POSI TI ON STATEMENT: Di scussed difficulties with rising aviation
i nsurance rates.

JOHN STEI NER, Assistant Attorney Ceneral
Transportation Section

Cvil Division (Anchorage)

Departnent of Law

1031 W4th Avenue, Suite 200

Anchor age, Al aska 99501- 1994

POSI TI ON STATEMENT: Expressed concerns with HB 269.
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Rl CHARD HARDI NG, Vi ce Presi dent

Peni nsul a Al rways

(No address provi ded)

POSI TI ON  STATEMENT: Di scussed reasons for rising aviation
i nsurance costs.

M KE ELERDI NG

Nort hern Sal es Conpany

PO Box 8112

Ket chi kan, Al aska

POSI TI ON STATEMENT:  Provided witten comrents and noted support
of an amendnent to HB 429 included in the commttee packet.

ACTI ON NARRATI VE

TAPE 02-54, SIDE A
Number 0001

CHAIR LISA MJRKOMSKI called the House Labor and Commerce
St andi ng Comm ttee neeting to or der at 3:32 p. m
Representatives Halcro, Myer, Crawford, and Hayes were present
at the call to order. Represent ati ves Murkowski, Kott, and
Rokeberg arrived as the neeting was in progress.

HB 269-J0B PROTECTI ON FOR EMPLOYEES | N AVI ATI ON
HB 271- CAP ON AVI ATI ON ACCI DENT PUNI TI VE DAMAGES

VICE CHAIR HALCRO announced that the first order of business
would be HOUSE BILL NO 269, "An Act establishing enploynent
protections for <certain enployees in the aviation industry
relating to safety issues.”" and HOUSE BILL NO 271, "An Act
relating to recovery of punitive damges resulting from an
avi ation accident; and providing for an effective date."

VICE CHAIR HALCRO rem nded the conmittee that |ast year there

was a subcommittee on aviation in Al aska. The subcomm ttee,
chai red by Representati ve Hal cr o, put forth t hree
reconmendat i ons. There was a recommendation for training and

education which [led to] substantial investnent in prograns such
as the Medallion Program and the Cap Stone Program at the
University of Al aska. The second recommendation was enployee
protection, which 1is enconpassed in HB 269. The third
reconmendati on was for tort reform for aviation accidents, which
is enconpassed in HB 271. House Bill 271 limts punitive damge
awar ds.
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Nunber 0226

CHRIS KNI GHT, Staff to Representative Andrew Halcro, Al aska
State Legislature, presented HB 269 and HB 271 on behalf of the
sponsor, the House Labor and Commerce Standing Committee. M.
Kni ght explained that HB 269 inserts "whistle-blower" protection
privileges into the current aviation statutes. Therefore, an
enpl oyee of an aviation conpany has certain protections when
wor king for that conpany. So an individual who talks about
certain safety practices, for exanple, would be protected under
HB 269 with [regard to the retention of their job]. M. Knight
said that 99.9 percent of the aviation businesses in Al aska
operate good businesses. He noted that HB 269 mrrors sone
exi sting statutes on whistler-bl ower protection.

MR. KNIGHT turned to HB 271, which addresses punitive danages.
He nentioned the difficulty in obtaining hard data with regard
to how many punitive danages relating to aviation accidents have

been awarded in Al aska. This legislation limts the punitive
damage portion of litigation involving aviation accidents that
go to court. This legislation does not limt, in any way, the
conpensatory damages. House Bill 271 is inportant in this
package for aviation because typically a |lawer enters into
settlement cases and although the lawer will never nove through
the processes to seek punitive damages, the |lawer wll threaten

to do so in order to boost settlenent costs or conpensatory
damages.

MR KNIGHT said that the main reason for this all 1is that
i nsurance rates [for aviation] are going through the roof. In
sone cases, insurance rates have tripled and quadrupl ed. He

poi nted out that the commttee packets should include a docunent
from the Division of Insurance, which discusses the direct
| osses incurred over the last ten years. Wth regard to the
direct |losses, Alaska has increased by 141 percent over ten
years. This legislation, HB 271, is ainmed at allow ng insurance
conpanies to get a handle on their overall <costs, which then
allows the insurance conpanies to [adjust] their rates.
Therefore, it would benefit the air carriers.

MR,  KNIGHT concluded by noting that he has had Ilittle
comuni cation with the insurance conpanies. All the inpetus for
these bills has conme fromthe air carriers.

Nunber 0517
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REPRESENTATI VE CRAWORD inquired as to what was wused to
established the punitive danmages limts in HB 271.

MR. KNIGHT answered that the limts were based on what the
current policyholders have with regard to conpensatory damages.
He informed the commttee that in 1997 legislation was enacted
that established [imts for punitive danmages that allowed three

tinmes the conmpensatory rate or $5,000, whichever is higher. In
the aviation industry, the conpensatory awards are often upwards
of $1 mllion. Therefore, under the current tort reform | aws
there could be punitive danage awards upwards of $3 nillion.
The limts in HB 271 seem to be fair while allowing the

i nsurance conpanies to obtain a grasp on their marketable risk.
Wth regard to punitive damages sought by an attorney, it's hard
to prove the egregious act was knowingly performed with no
regard to safety nechanisns or hazards and that those business
practices continued and thus endangered the clients or other
peopl e. He reiterated that in 99 percent of the cases that are
settled, the |awers seeking conpensatory damages use punitive
damages as a threat in order to drive up the <costs of
conpensatory damages. M. Knight said that the commttee
packet should include research that specifies that there have
been eight punitive damage awards in the last two years, four of
whi ch were between $15, 000-$100, 000. O the other four awards
that were higher than $100,000, the three highest awards were
$2.6 mllion to $150 mllion.

Nunmber 0768

REPRESENTATI VE CRAWORD related his understanding of M.
Knight's testinony that wunder current tort reform the upper
limt [for punitive damages] would be $3 mllion. However, [the
research] specifies that there was a judgnment for $150 mlli on.

MR. KNIGHT said that there are certain ways around the [tort
reform limtations for punitive danages]. He expl ained that
tort reform for punitive danages allows three tines the limt
[specified for] conpensatory [danages] or $5,000, whichever is
hi gher . Therefore, placing a cap on punitive damges seens to
allow the insurance conpanies and air carriers to have a "fix"
on how nmuch their rates can expand.

VICE CHAIR HALCRO noted that both HB 269 and HB 271 were
introduced last May and in the last three nonths there have been
a nunber of newspaper articles on these subjects.

Nunmber 0967
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FRED Cl ARLO, Ceneral Manger, Tanana Air Service, informed the
commttee that two years ago Tanana Air Service was listed as

the ninth |argest passenger carrier for rural Al aska. Tanana
Air Service operates out of 86 different villages in the
Interior. Insurance is one of the major costs and anything that
can be done to reduce that cost would be appreciated. M.
Carlo explained that |ast year Tanana Air Service was quoted
$3,000 per seat to insure an airplane. Therefore, 50 seats
woul d equate to $150, 000. Those costs are [borne by the
consuner] at a rate of $15-$20 a ticket. This year Tanana Air
Service faces a 20 percent increase in insurance. M. Carlo
informed the commttee that |ast year he reduced the nunber of
seats by 13 and didn't insure those seats. Furt her nore,
passenger service out of Bethel was elimnated because of
i nsurance and the high cost of jury-awarded settlenents. M.

Carlo related that if there is an accident and soneone dies, he
coul d expect to |lose the conpany. He noted that safety has been
i ncreased t hr ough t he af orement i oned Medal |'i on Pr ogram
"Anything that we can do to Iimt the awards of settlenents wll
reduce the costs to the air constituents in traveling and we
appreci ate those efforts,” he said.

The committee took a brief at-ease and the gavel was returned to
Chai r Mur kowski .

M KE SALAZAR testified on his own behalf, but noted that he

wor ks for Accordion Northwest out of Seattle, Wshington. M.
Sal azar informed the conmttee that he was in the aviation
business for over 30 years in Ketchikan. He said that this
| egi slation won't chase any insurance conpanies out of Al aska
but rather wll help. Most of the underwiters that he spoke
with felt that obtaining a cap on what they will have to pay out

results in establishing better rates under which the operators
can work. Wth regard to punitive damges, M. Salazar pointed
out that many insurance policies don't cover punitive danages or
there are questions with regard to whether they do or don't.
Therefore, the carrier has to hire an attorney in order to
ensure that the carrier is protected.

MR. SALAZAR infornmed the conmmttee that certified air carriers

are only required to carry $150,000 of insurance per seat. A
401 certified air carrier, which neans that the aircraft hauls
the mail on a scheduled basis through the Federal Aviation

Adm ni stration (FAA) and the Departnent of Transportation (DOT),
[is required to carry] a mninmum of $300, 000 worth of insurance.
Basically, each conpany bets its net worth when it flies. In
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concl usi on, M. Salazar related his belief that what the
commttee is doing is good.

Nunber 1252

REPRESENTATI VE HALCRO recalled the Haglen (ph) Aviation case in
which the judge ruled that punitive damages weren't covered in
the [business] per person limt. Hopeful ly, passage of this
| egislation [HB 271] would define a businesses exposure. He
requested M. Salazar discuss how this legislation would help
underwriters get a better grip on the total exposure in order to
establish rates.

MR. SALAZAR answered that if a person sues for punitive danmages,
the aviation business has to provide a defense. He noted that
one result could be the charge that punitive danmages are
excluded from the policy. However, w thout review of each
policy he couldn't say.

CHAIR MJURKOWSKI related that she had read in the February
Journal Commerce that the percentage increase in insurance can
be anywhere from 20-200 percent.

MR. SALAZAR agreed and pointed out that the largest problemis
getting the proper coverage for the air carrier.

Number 1390

BOB JACOBSEN, W ngs of Alaska, informed the commttee that from
1989-1994 Wngs of Alaska paid about $150,000 for its annual
i nsurance policy for 120-130 seats. In 1995 the cost went to
about $250, 000. In 1996- 1999 the insurance costs for Wngs of
Al aska were about $350, 000, which increased to about $700,000 in
2000 and last year it rose to about $850, 000. He pointed out
that during 1989-1994 Wngs of Alaska had "smooth policy
limts". He explained that a $10-%$20 nmillion policy didn't have
any per passenger sub-limt. However, wunderwriters don't |Iike
snooth policy |imts because they feel too exposed and
underwriters have spent a |lot due to the current |iberal juries.
Therefore, the [per passenger] sub-limt cane into play. M.
Jacobsen infornmed the commttee that this year Wngs of Al aska
will pay about the sane price as last for $250,000 a seat, which
is all the conmpany could afford. He explained that in the |ast
few years Wngs of Al aska has been purchasing the nost insurance
that it could afford. What is happening is that good carriers
are being put out on a |Ilinb. M. Jacobsen noted his
appreciation of the commttee's efforts with HB 271, which he
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characterized as a start. Al though HB 271 doesn't go far
enough, he expressed hope that it would be the first step in
nore neani ngful tort reform while work in the area of training
and safety continues.

Nunmber 1585

CHAIR MJURKOWBKI turned to the spike in Wngs of Alaska' s rate
bet ween 1999 and 2000 and asked if that was due to an accident
or was that nerely the market.

MR.  JACOBSEN answered that it was reflective of what was
happening in the market. He informed the commttee that in the
last two years during which Wngs of Al aska faced these |arge
increases, it has not had one claim He related that in those
years some underwiters were |lost; there has been consolidation
in the worldw de aviation underwiting market. Furthernore, the
State of Alaska has lost some underwiters due to the Haglen
(ph) accidents. Al so, there was a [npbre recent] case in which
the people on the ground who witnessed their relatives in an
accident and went after the third-party liabilities. A judge
found in favor of the plaintiffs, which cost the underwiters
wel | beyond their policy limts on the per sub-passenger basis.
He nentioned that nuch of what is happening this year is related
to the Septenber 11th tragedy. He also nentioned that this
increase in insurance rates is now happening to [larger carriers
outside of Alaska] such as with United Airlines and Al aska
Airlines. Perhaps this will all plateau or decrease a bit over
the comng years, although he predicted rates won't decrease
t hat nmuch in Al aska.

Nunmber 1698

KI P KNUDSON, Presi dent, Alaska Ar Carriers Association,
characterized the issues being discussed today as discussions of
Al aska's transportation infrastructure in rural Al aska. He
expl ai ned that Al aska has an odd public:private agreenent. That
is, private conpanies do nost of the hauling and the public
entities provide spaces for the air craft to |land and handl e the

passengers. As nentioned earlier, carriers are noving out of
the passenger-carrying business in droves. However, "you
haven't seen nothing yet," he said. For alnobst every carrier in
the state the next "re-up" for insurance will happen in the next
six months and the increases that were di scussed by M. Jacobsen
will be felt by those who have yet to experience them He
predicted that those conpanies wll either pull out of the

passenger business or go out of business conpletely. Therefore,
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the conundrum beconmes how the state provides adequate
transportation to those in rural Al aska. However, he questioned
whet her the current situation, with the limts that are being
carried, provides adequate transportation.

MR. KNUDSON turned to the legislation before the commttee.
Wth regard to HB 271, the Alaska Air Carriers Association takes
the position that it's a good start, although the association
woul d probably prefer an elimnation of punitive danages for
avi ation incidents. In reference to HB 269, the association
isn't opposed to any whistle-blower protection, although the
associ ation believes that there is probably anple protection now
either through the FAA or state law. Since none of the nenbers
of the association see HB 269 as an issue, the association is
neutral on it.

Nunmber 1827

CHAI R MURKOWSKI turned to HB 269 and suggested that rather than
flagrant safety violations there would be subtle economc
pressure. For instance, [the econom c pressure could result in]
taking a flight of paying passengers sight seeing in |less than

optimal weat her. She said she believes there would be nore of
that type of [infraction reported by a whistle blower] rather
than scrinping on the nmintenance of the aircraft. However,

with the economcs of insurance comng into play the deferred
mai nt enance may i ncrease, she comment ed.

MR. KNUDSON informed the commttee that the air carrier for
which he works, Era Aviation, is overseen by up to eight FAA
i nspectors designated to Era Aviation alone. The oversight in
Alaska is quite adequate, he remarked. Under the FAA
regul ations it has becone very difficult, in a good way, to be a
passenger carrier in Al aska. Furthernore, the industry itself
is establishing higher standards for maintenance. M. Knudson
reiterated that none of the Alaska Air Carriers Association
menbers see whistle-blower protection as an issue and thus the
associ ation doesn't oppose HB 269.

Nunber 1932

MKE ONEIL (PH), Owner, Security Aviation, testified via
t el econf erence. He informed the <conmttee that Security
Aviation consists of five aircraft [with a total] of 37
passenger seats which anmounts to an approxinate value of $5.9
mllion. Security Aviation has been in business for 17 years
and has been accident free for that tine. M. Oneil noted that
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he has extremely high standards for pilot recruitnent. The
pilots log 10,000-35,000 hours of flight tinme in Al aska. M.
Oneil informed the commttee that he is currently paying
$750,000 a year [for insurance]. He noted that although he has
slightly higher limts than nost simlar air taxis, it isn't
sufficient to make him confortable because one accident could
result in the loss of [his business]. M. Oneil expressed
frustration with the way the insurance industry places everyone
with an Al askan address in [a high rate category]. For exanple,
he pays an insurance rate about 40 tinmes higher than an operator
of simlar size out of Seattle, Las Vegas, or Key West. M.
Oneil noted that tw days worth of operations pay for the
i nsurance prem uns for m ninmal coverage.

MR. ONEIL expressed the hope that he would never cone to the
point of flying into locations that aren't [optiml weather
wi se] in order to pay for insurance. He informed the commttee
that [due to increased insurance rates] sone operators wll
decrease the nunmber of pilots while increasing the hours of
flying time for those pilots. The sanme situation can occur in
regard to mai ntenance. All of these things create nore exposure
for the insurance conpanies. Al though M. Oneil said that he
didn't have a solution, he did note that the insurance conpanies
can't be leaned on because they have no obligation to do
busi ness in Al aska. He offered the suggestion of the state
providing a pool simlar to that provided for workers'
conpensation. Wth regard to the nunber of carriers |eaving the
business, M. Oneil informed the conmittee that a senior FAA
i nspector told him that the Anchorage office has had 23 "135
certificates” turned in since the Septenber 11th tragedy.

Nunber 2173

JOHN  STEI NER, Assi st ant Attorney Ceneral, Transportation
Secti on, G vil D vision (Anchorage), Depart ment of Law,
testified via tel econference. He noted that the Departnent of

Law and the adm nistration has not taken a formal position on HB
269. M. Steiner related that the provisions of HB 269 would
seem to reasonably alleviate potential concerns of an enployee
in the aviation industry [when performng a task differently
than the enployer specified for a reason related to aviation
safety]. However, he acknow edged M. Knudson's comrents that
the aviation industry doesn't seem to have a problem and said
that he had no reason to dispute that.

MR. STEINER said that although he didn't see any |egal problem
with the purpose of HB 269, he did have sone questions wth
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regard to specific |anguage. Although HB 269 has been descri bed
as a whistle-blower provision, the legislation really doesn't
speak to whistle blowing in the traditional sense which is
reporting sonething to an oversight industry. Rat her, the
| egislation deals with an enployee taking conduct on their own
or declining to take contact, which is a bit different than the

tradi tional thinking. The bill appears to cover all enployees
of an enployer in the aviation industry, which is a defined
term It appears that the enployee is covered even if the
enpl oyee has nothing to do with aviation itself. Ther ef or e,
this legislation would arguably apply to all state enployees
because the state troopers, fish and ganme, and the Air Nationa
Guard operate aircraft. Wth such a definition, the legislation

appears to apply to those enpl oyees who don't even have aviation
jobs, but may be inclined to perform a task differently than
directed on the basis that sone safety-related aviation issue

was i nvol ved. If the intent of the protection is to apply to
workers in the aviation industry, the bill could be a bit nore
clear on that point. Furthernore, the concept of the safety-

related aviation issue isn't defined in the legislation nor is
the enployee's relation in the action or inaction and the
safety-related issue. Al though the legislation only protects
action or inaction that was perforned in good faith, it appears
to make no difference whether the conduct is reasonable or
whether the good faith is based on reasonably relevant or
reliable informati on or reasonably sound judgnent. Furthernore,
the legislation doesn't seem to be l|limted to situations in
whi ch the enployee reasonably believes that doing what he/she
was instructed to do would materially conprom se safety. M.
Steiner stated that the aforenmentioned factors nay nake
enforcement nore difficult and may preclude enployers from
dealing wth unreasonable conduct or poor judgnent of an
enpl oyee claimng their conduct was based on an existing safety
i ssue.

MR. STEINER pointed out that the legislation also doesn't

indicate that enployees who decline or fail to carry out
directions or performdifferently than expected mnust report that
to the enployer. Therefore, it seens that it could pose a risk

to safety if an enployee is freed from responsibility of their
conduct but is not required to report to the enployer that
he/ she didn't do what he/she was supposed to do. This could
lead to the enployer being wunable to account for the
acconplishnents of tasks with predictability.

TAPE 02-54, SIDE B
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VR. STEI NER, speaking from an enployer's responsibility,
specified that there nay be the need to change the |anguage a
bit in order to ensure that it's not overly broad.

Number 2362

MR. STEI NER pointed out that the Departnment of Law submtted an
indeterminate fiscal note because it can't predict the cost of
prosecuting enforcement of the civil fine provision against
enpl oyers due to the lack of know edge with regard to how many
such cases there wll be. Furthernore, the Departnent of Law
can't predict the cost of defending clains that m ght be brought
by a state enployee. Moreover, the departnent can't predict
whether this legislation would change the behavior of state
enpl oyees on the basis of safety-related aviation issues that
woul d pose additional costs on other departnents. M. Steiner
pointed out that one of the provisions of HB 269 is that
enployers would be required to inform enployees of these
protections, which could result in some abuse.

REPRESENTATI VE HALCRO suggested that perhaps a committee
substitute could be drafted to nore clearly define the intent of
HB 269.

Number 2279

Rl CHARD HARDI NG, Vice President, Peninsula Airways, inforned the
commttee that he has flown in the state for 32 years and has
seen many changes, particularly in recent years. In the past
few years, passenger carriers have noved to cargo carriers only
because of insurance costs. The problem has becone so bad that
US  Senator Ted Stevens has [introduced] legislation in
Washington, D.C., to address the problem The congressiona
| egi sl ation once again ties bypass mamil to passenger carrying;
if a carrier doesn't carry passengers, then it can't carry

bypass nmail. However, the root of the problem with carriers
| eavi ng passenger travel is the insurance costs. He specified
that there are two reasons why aviation insurance rates are
expensive in Al aska. One of the reasons is Alaska' s high
accident rate, which the Alaska Ar Carriers Association is
working on via the Medallion Program The other reason for

expensive aviation insurance rates in Alaska is because Al aska
is ranked the second worst state for jury awards. He i ndi cated
that nost aviation cases in Al aska are settled outside of court
because of the fear with regard to what would happen in court.
He noted his desire to not see any punitive damages. However
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havi ng caps on noneconom ¢ and punitive [damages] would allow
cases to be settled in nonths rather than years.

Nunber 2061

REPRESENTATI VE RCOKEBERG asked if the Medallion Program is
recogni zed by the FAA

MR. HARDING replied yes and noted that the FAA actually issues
the nedallion. After a year of [successful] operation under the
Medallion Program the operator is considered a nedallion
carrier. He noted that there have been commtnents from the
FAA, the Departnent of Transportation & Public Facilities, and
school districts to market the Medallion Program and require

their enployees to fly on Medallion Program carriers. He
predicted that after a few carriers operate under this program
others will want to join as well. He al so predicted that once
carriers operate at a higher standard under the Medallion
Program the nunber of accidents will be reduced. A reduction
in accidents will result in a decrease in insurance prem uns, he
predi ct ed.

REPRESENTATI VE ROKEBERG asked if it would be fair to create a
connection between those who qualify for the Medallion Program
and the level of the caps. He viewed it as an incentive.

MR. HARDI NG indicated it was a good idea, but didn't know about
t he mechanics of it.

REPRESENTATI VE ROKEBERG noted that there may be some question
with regard to the l|legal application of creating a connection
between those who qualify for the Medallion Program and the
| evel of the caps.

REPRESENTATI VE HALCRO requested that HB 269 be held in commttee
and HB 271 forwarded to the next conmittee of referral, the
House Judiciary Standing Commttee. He noted that conversations
with rural |egislators have [indicated] their support of this.

Nunmber 1936
REPRESENTATI VE HALCRO noved to report HB 271 out of commttee

with individual recommendations and the acconpanying zero fisca
not e.

HOUSE L& C COW TTEE -14- April 10, 2002



REPRESENTATI VE MEYER obj ect ed. He asked if there is a
definition of enployee. He noted concern with regard to the
situation in which businesses use contractors versus enpl oyers.

MR. KNIGHT directed the conmittee to paragraph (2) on page 2 of
HB 271 and informed the conmttee that this bill was drafted to
reflect the current statute for tort reform The current
statute discussed the nunber of enpl oyees per conpany.
Therefore, the drafter nodeled the legislation after current
statute and sone aviation itens. Due to the size, only a few
conpanies would be applicable to the third category. If there
is a way to categorize the size of a conpany differently, he was
sure that Representative Halcro woul d be open to suggestions.

REPRESENTATI VE MEYER clarified that his question is in relation
to page 2, line 10, subsection (c). He pointed out that Al aska
Airlines may have less than 200 enployees in the state while
having many out of state enployees and others who are
contractors. Perhaps this issue could be reviewed in the House
Judi ci ary Standing Conm ttee.

MR. KNI GHT said he would look into it.

REPRESENTATI VE MEYER related his understanding that the intent
is that the larger the carrier, the nore the carrier could pay.
However, some of the larger carriers may have [the majority] of
their enpl oyees | ocated in another state.

CHAI R MURKOWBKI suggested that Representative Meyer speak wth
Representative Halcro between now and when this legislation is
heard in the House Judiciary Standing Commttee.

REPRESENTATI VE MEYER pointed out that this legislation has an
effective date of July 1, 2001

REPRESENTATI VE HALCRO withdrew his notion to report the bill
fromcomittee.

Number 1752

REPRESENTATIVE MEYER noved that the comittee adopt the
fol |l owi ng anmendnent, Anmendnment 1:

Page 2, line 16,

Del ete "July 1, 2001"
Insert "July 1, 2002"
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There bei ng no objection, the anmendnent was adopt ed.

Nunber 1722

REPRESENTATI VE HALCRO noved to report HB 271 as anended out of
commttee with individual recomendations and the acconpanying
zero fiscal note. There being no objection, CSHB 271(L&C) was
reported fromthe House Labor and Comrerce Standing Committee.

[HB 269 was hel d over.]

HB 429- TOBACCO TAXATI ON;, LI CENSI NG

CHAI R MURKOWSKI turned to the final order of business HOUSE BILL
NO. 429, "An Act relating to certain licenses for the sale of
tobacco products; relating to tobacco taxes and sales and
cigarette tax stanps; relating to provisions making certain
cigarettes contraband and subject to seizure and forfeiture;
relating to certain crines, penalties, and interest concerning
tobacco taxes and sales; relating to notification regarding a
cigarette manufacturer's nonconpliance with the tobacco product
Master Settlenent Agreenment or related statutory provisions and
to confiscation of the affected cigarettes; and providing for an
effective date.”

CHAI R MURKOABKI inforned the commttee that nenbers should have
recei ved an anendnent. She acknow edged that M. Elerding had
flowmm to Juneau to address the anendnent. She noted that the
commttee packet does include his previous witten testinony.
She offered to let M. Elerding testify, although the bill would
not be taken up today.

M KE ELERDI NG Northern Sal es Conmpany, said that he would submt
his witten comrents. He announced that he is in favor of the
proposed anendnent.

CHAI R MURKOWABKI announced that HB 429 would be heard on Mbonday
[April 15th].

ADJ OQURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
4:40 p. m
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