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CAPE FOX CORPORATION TESTIMONY ON SENATE BILL 802
March 9, 1982

My name 1is Kellus Sewell, the Governmental Affairs Representative
for Cape Fox Corporation (CFC). Cape Fox Corporation, as many of
you may know, 1is a small village corporation in Saxman, Alaska
near Ketchikan.

As evidenced 1in the Alaska Native Claims Settlement Act (ANCSA)
and as amended by the Alaska National Interest Lands Conservation
Act (ANILCA), the twenty year tax moratorium was granted to free
the Native community from burdens of federal taxation until a
period of time elasped that was considered necessary to allow them
to "get their feet on the ground."” Let me emphasize that the
exemption was not for a short period of time but for "twenty
years"

We hope that as you review the matter of state and local taxing of
these private resources, many owned by small corporations, that
you also recognize the need to support tax exemptions, credits,

and 1incentives until a sound economic base is established.

The Cape Fox Corporation strongly feels that development of
"renewable” and "nonrenewaole™ resources ought to be encouraged
yet only if adequate time 1is allowed for proper planning.
Consequently, we e.icourage the administration and the legislature
to consider the following:

¢H) Exempting the Native entity from taxation until
development results in the actual ™"generation” of income;

(2) Providing for tax 1incentives (i.e. similar to H.B. 866)
to stimulate more diversified development;

3) Allowing for environmental credits related to investments
to guarantee sound development of our most valuable natural

resources; and

4) Establishing a tax limitation that will not erode profits
or revenue from potential development but result 1in placing us 1in
a "fair"™ competitive advantage with timber marketed from state or
federal lands.

Therefore, we support Senate Bill 802 cnd House Bill 885 as long
as the "forest™ Jlanguage (line 29, page 1 through 1line 3, page 2)
exempts forest resources from taxation until the concerns
mentioned above are adequately addressed.

We again emphasize that we strongly encourage the legislature tc
adopt a definition of "developed" property that will encourage
sound development and one which does not result 1in taxes until the
developed property actually generates income. If the state elects

to allow local governments to develop their own taxing mechanisms,



we would hope that the state would see fit to establish a "taxing
framework™™ that would promote sound development through wuniform
treatment of tax exemptions, credits, 1incentives, and limitations.

We hope that we will be included in any future deliberations on
this 1issue and thank you for the opportunity to allow Cape Fox
Corporation to present its concerns.



Official Business

Alaska Htate IGoBiatttic WHILE IN SESSION

. Pouch V
House of Representatives Stace CaLJitol
s
Albert P Adams HOME - DISTRICT 2
Chairman "P.0. Box 211
Committee on Finance Kotiebue, Alaska 99752
(907) 442-3320
TO: Reprsentative Terry Martin, Chairman .
House Labor and Commerce Committee X
FROM: Representative Albert P. Adams, Chairman*
House Finance Committee /

DATE: March 18, 1982

SUBJ: HB 885, "An Act relating to tax exemptions; and
providing for an effective date"

I have introduced this bill to clarify the term "developed,"
which is not explicitly defined in the ANCSA Act of 1971, or
the amndments made to it by ANILCA of 1980. Passage of this
bill is very important to Native corporations and local
governments. |If this issue 1is not settled through legis—
lation, it will be resolved in court, at great expense to
all concerned.

Sec tion 21(d) of ANCSA, as amended, provides a tax moratorium
on ANCSA lands for a period of twenty years. However, this
exemption 1is lost when the land is "developed.™ Since the
term "developed™ 1is not defined in the act, different defin—
itions are being us» | by different local tax assessors.

Cock Inlet Native Corporation, for example, has Jland in both
the Municipality of Anchorage and the Mat-Su Borough, and 1is
taxed differently by each.

Some assessors claim that ANCSA lands are subject to local
taxation when conventional developments such as construction
of roads, surveying, and the provision of utilities are made
on the lands. Congressional intent holds that taxation does
not become effective until some form of economic development
which produces 1income from the land is made. The legislative
history of ANCSA and ANILCA shows that Congress intended the
taxability of ANCSA lands to be linked to the generation cf
income, thereby providing the revenues necessary to pay
property taxes without risking loss of the lands. I believe
this bill defines the term as closely to Congressional
intent as possible.

A committee substitute has been drafted by the Senate Community
and Regional Affairs Committee, to be considered later this
afternoon. I would propose that this committee substitute

be accepted by House Labor and Commerce. The substitute
rephrases section 1 (1) and deletes reference to jlatting

and to forest lands.
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741 S, HAMMOND. GOVERNOR
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1
DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT / W%HD
J AL. ALASKA 99811
DIVISION OF INSURANCE PHONE: 465-2515

LEGISLATIVE POSITION PAPER
S3 798 and HB 846
March 8, 1982

SB 798 e~d H.. ™46 are 1identical proposals relating to

title insurance rating organizations. The proposal would
permit the use of a title insurance rating organization by
title insurance companies doing business 1in this state.
Current Alaska law regulating title ins.urance (AS 21.66)
derives from a model law drafted by the American Land Title
Association which includes a provision for title insurance
rating organizations. This provision was not included when
the current Alaska title insurance law was adopted in 1974.
This was due primarily to the objections of this division.
It was felt that rating organizations for title insurance
would not be in the best interest of the Alaska 1insuring
public.

Rating organizations typically develop anf file rates, rules,
rating plans, statistical plans, contract forms and
endorsements on behalf of member and subscriber companies.
They enable companies to act together in these issues and
provide a broader base of experience and credibility for

the rates used as well as reduce insurance company expenses
by avoiding duplication of some rate development functions.
Insurers are able to act in this fashion because of enabling
Federal Ilegislation, namely, the McCarran-Ferguson Act (Public
Law No. 15, 79th Congress, 1st Session 1945, 59 Stat. 33,

15 U.S.C. Secs. 1011-1015). This approach has been used in
property, casualty, surety and marine lines of _insurance for
most of this centurv. Rating organizations have been viewed
as anti-competitive devices in the property, casualty, surety
and marine fiel® and indeed some modification of their role
in those markets should be and is being considered.

The marketing of title insurance 1is distinctly different fronm
property, casualty, surety and marine kinds of insurance.
Competition 1is structured differently. This 1is due in part

to the fact that title insurance is almost aliways an
incidental part of a transaction involving real estate. It is
also due in part to the fact that while most other kinds of
insurance are based on a rate making methodoloqy that reflects



LEGISLATIVE POSITION PAPER
SB 798 and HB 846

March 8, 1982

Page 2

risk assumption and distribution, title insurance 1is based
on a methodology that looks to risk avoidance or risk
elimination. There is no one way to establish and support
rates for title insurance in this state. In fact the
principal method currently is to follow the leader. We have
concluded that the best way to develop a rate-making
methodology with all that is needed to support such a

system |. to enable a rating organization for title insurance.
It would admittedly provide a rating system with uniform
rates, but we have rates that are uniform now. It would
provide a vehicle for developing svpportive statistics and
distributing information to the public. We believe that a
title insurance rating organization could provide a positive
and favorable force 1in this state and assist the division

to effectively meet its responsibilities under the insurance
law of Alaska.

We have one principal concern with the bill. That concern 1is
that current problems with the divisions procedures for
disapproving a filing relating to title insurance would be
compounded with passage of this proposal. AS 21.66,400 now
provides tnat the division can only disapprove a filing
after a hoaring has been held. We would propose that the
authority to disapprove a filing without first holding a
hearing be granted. Our proposal would stiil provide for a
hearing when it is requested by the person vhich made the
disapproved filing. This approach 1is currently incorporated
in the property, casualty, surety and marine rate law

(AS 21.39.120). Given this change (proposed language attached)
we support the enabling authority for a title insurance
rating organization proposed in SB 798 and HB 846.



Suggested amentments to SB 798 and HB 846

In both bills, remove the material on
page 3, lines 5 through 29 and page 4,
lines 1 through 15 and replace with the
following:



CCAENT LAW

Sec. 21.66.400. Disapproval of filings, (a) Upon the re-
view at any time by the director of a filing, he shall, before
issuing nn order of disapproval, hold a hearing upon not less
than 10 days written notice, specifying in reasonable detail the
matters to he considered at the hearing. Notice of the hearing
shall ho given to each title insurnnee company which made -
filing, and if, after the hearing, the director finds that the
filing or a part of the filii.g docs not meet the requirements of
this chapter, he shall issue nn order specifying how it is defi-
cient, and when, within a reasonable period thereafter, the
filing or a part of it is considered no longer effective, if the
filing or a part of it has become effective under the provisions
of sec. 370 of this chapter. A title insurance company hns the
rigid at any time to withdraw u filing or a part of a filing.
Copies of the order issued under this section shall he sent to
every title insurance company afTected. The order does not
affect a contract or policy made or issued before the expiration
~of the period Hot out in the or ler.

PROPOSED LAW

Soc. 21.66.400. DISAPPROVAL OF FILINGS. (> If within
tho uniting period provided for In soc. 370(c) of thio chapter,
*ho director finds that a filing dooo not Root tho requirements
of this chapter, ho shall aond to tho title insurance dnmpany
or title Insuranco rating organization which made the filing,
written notice of disapproval of tho filing specifying in wh.it
respects ho finds tho filing falls to moot tho roquirutnonts of
this chapter and stating that tho filing shall not bocome of-
rcctivo. -

) If at any time oubsoquont to tho app!lcable rcviow
period providod for in soc. 370(c) of this chapter, the dlroc-
tor finds that a filing does not moot tho roqulroR«nts of this
chapter, he shall, before issuing an ordor of disapproval,
hold a hearing upon not loss than 10 days written notice,
epacifying in reasonable detail tho matters to bo considered
at the hearing..Notice of hearing shall bo given to each title
insurance company or tltlo insurance rating organization which
made tho filing, and if, after tho hearing, the director finds
that the filing or a part of tho filing does not meet the re—
quirements of tills chapter, ho ahal” Issue an order specifying
how it is deficient, and when, within a reasonable period
thereafter, tho filing or a part of it in considered n» \ongor
effective. A title Insurance company of title Insuranco rating
organization lias the right to withdraw a filing or a part of a
filing. Copies of th« order issued under tills section shall
bo sent to every tltlo Insurance company and titlo insurance
rating organization affected. Tho order does not affect a

contract or policy made or issued before tho OKplration of tho

COMMENTS

The proposed law splits the current
subsection (c.) - The new subsection
(@) allows disapproval of £ title
filing,when done within the waiting
period, without a hearing. The new
subsection (d) provides for a hear—
ing in such cases when requested.
This procedure 1is the same as is
now being used for property, casua—
Ity, surety and marine insurance
regulated under AS 21.39.

The new subsection (b) Js the same
procedure applied to filings to
be disapproved after the filing
has become effective. The only
difference basically is the added
language for title .nsurance
rating organization! .



CURRENT LAW

(b) A person or organization aggrieved wita respect to n

filing which is in effect, may make written application to the
director fi « u hearing 011 the filing. The title insurance com-
pany that made the filing may not proceed under this subsec-
tion. The application shall specify in reasonable detail the
grounds to he relied upon by the applicant. If the director finds
that the application is tnndc in good faith, and that the appli-
cant would he aggrieved if his grounds arc established, and
that his grounds otherwise justify holding such a henring, he
shall within ."Ddays after receipt of the application, hold a
hearing upon not less than 10 days written not'je to the npp,
cant and to each title insurance compnny winch made such a
filing. If, after the hearing, the. director finds that the filin
or a part of it does not meet thu requirements of .ais chapter,
'm. shall isstu an order specifying how the filing or a part of it
fails to meet the requirements of this chapter, stating when,
within a reasonable period aftei the order is issued, tho filing
or a pnrt of it is considered 110 longer effective. Copies of tho
order shall be sent to the applicant and to every such title
insurance compnny. The order does not affect a contract or
policy made or issued before the expiration of the period sot
out in tho order

PROPOSED LAW

©) A porson or organization aggriovod with rospcct to a
filing which is in effect nay nakc a writtan application to
tho diroctog* for a hearing on the filing. Tho titlo InsuranVw
corpany or titlo Insuranco rating organization that nado tho
filing may not protood undor this oubsoction. Tho application
shall spocify in roasonablo detail tho grounds to bo rolled
upon by tho applicant. If tho diroctor finds that tho applica—
tion is made in good faith, and thut tho applicant would bo
aggriovod if hia grounds aru established, and that hio grounds
othorwioo justify holding a hearing, ho shall, within 60 daya
aftar roccipt of tho application, hold a hearing upon not loso
than 10 days written notico to tho applicant and to ea a title
insurance corpany or titlo insurance rating organizat on which
made such a filing. If, aftor tho hoaring, tho “.iroctar finds
that tho filing or a part of it dooa not moot tho rrqulromonto
of thin choptor, ho nhnll in»uo an ordor specifying how tho
filing or a part of it failo to meet tho requirements of this
chaptor, stating when, v:ithin a roasonablo period aftor tho
ordor is iosucd, tho filing or a part of 1. is considered no
longor affective, copies of tho ordor shall bo nont to tho
applicant and to ovory affoctcd tltlo insurance company or
tltlo insuranco rating org.iniration. Tho ordor does not affoct
a contract or policy made or issued before tho oxplration of

ths period sot out in tho ordor.

COMMEK TS

Current subsection (b) is the
saie as proposed subsection (c)
exoept that title insurance
rating organisations have been
reflected and t-he period for
granting a hearing under the
subsection has been extended
from 30 days to 60 days. The
real effect is to require
notice of hearing within 50 days
rather than 20 days.



NONE (d) A titlo insuranco company or titlo insuranco rating This subsection has been noted

organisation to which tho director has issued an ordor made in the discussion relating to

without a hearing may, within 30 days aftor notico to it of the _Spl Ittlng of current sub—
section (@) -

tho ordor, mako a writton request to tho director for a hearing

Tho diroctor shall hear tho party or parties within 60 days

aftor rocoipt of thel request and shall givo not loss than 10

days writton notico of tho time and place of tho hoaring. With—

in 1S days ..aftor tho hearing tho diroctor shall affirm, re-

vorao or modify his previous action, specifying his masons.*

Ponding tho hoaring and decision tho diroctor nay suspond or

postpone tho offtstivo date of his previous action.

NONE ) . S ) This is a new subsection and 1is
(0) A hearing under this suction is not roquirad to ob- selfexplanatory.

oorvo formal rules of pleading or ovidonca.

(c) No filing or modification of a filing may lie disapproved («) Mo tiling or modification of a filing may bo dl.ap-
if the rates in connection with the filing meet the require-
ments of this chapter.

Current .subsection is identical
provnd If tho ratoo In connoction with tho filing moot tho to proposed subsection (f).
requirements of this chapter.
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