


p.m. with Senators Mulcahy and Pettyjohn 
present. Senator Rcdey joined the Committee 
a few minutes later. Senator SackeLt was 
absent.

The f ir s t  b ill up for consideration was SB 
470--"An Act relating to insurance".
Senator Mulcahy, prime sponsor for SB 470, 
stated this legislation was an in-depth 

*ite of the statutes pertaining to 
* .plus line insurance. The Division of 
insurance has taken an active part in 
drafting SB 470, and therefore, Ken Moore, 
Director, is very qualified to comment on 
the merits of this legislation.

Number 014

C

Number 098

Koch pointed out a definition change in 
Section 20, 9 (A) that indicated a vessel of 
50 displacement tons or less was not 
included in the definition of "marine" and 
therefore not included in the requirements 
of SB 470.

Ken Moore, Director of the Division of 
Insurance, testified  the basic intent of SB 
470 is to provide a mechanism which protects 
the individual who ourchases insurant in 
the non-admitted market. This legislation 
upgrades the Unauthorized (non-admitted) 
Insurers Act and the Surplus Lines Insurance 
Act to be in accord with the recently 
adopted models of the National Association 
of Insurance Commissioners.

SB 470 will give the Division of Insurance 
the ability to deal with the competence of 
the licensee and provide more meaningful 
protection for the public.

Don Koch, Division of Insurance, informed 
the Committee that Ken Moore chaired the 
National Association of Insurance 
Commissioner during the adoption of tne 
surplus line model b ill.  SB 470 is an 
"Alaskanized" version of the model b ill.

Number 128 Chairman Eliason wondered what the
displacement value of an average crab boat 
would be?

Number 151 Koch proposed two amendments for the
Committee's consideration.

1) Page 18, line 23 - delete "within 30
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days a ft e r "  and add "upon".
2) Page 18, line 24 - delete 
director" and add "maintain".

'file  with

Number 170
Number 181

Number 285

Number 332

Senator Mulcahy moved that the Committee 
unanimously accept the preceding amendment. 
The motion carried.

Additional amendments were proposed by the 
Division of Insurance.

3) Page 23, lines 9-10 - remove the 
language beginning at "except" to the end of 
the sentence.

4) Page 31, line 23 - remove the words, 
"under regulations which he shall adopt".

5) Page 31, line 27 - following the v/ord 
"used", add the phrase "or the filing  and 
approval of which are in the director's 
opinion, not desirable or necessary for the 
protection of the public".

6) Page 31, line 27 - remove the words "and 
regulations". <. a
7) Page 32, line 16 - add a new section to 
read: "Sec. 26. AS 21.33.015, AS 21.33.041,
AS 21.33.045(b), AS 21.33.051, and, AS 
21.33.C'68-21.33.300 are repealed".

Henry George, President of the Surplus Line 
Brokers, urged support for SB 470 stressing 
this legislation is important to assure that 
the companies insuring Alaskans are solvent. 
The licensing regulation will make it 
possible for the Division of Insurance to 
monitor the non-admitted market. As the 
majority of the surplus line insurance is 
placed with out-of-state companies, it  is 
extremely important that the Division of 
Insurance can track these companies.

SB 470 will allow (1) greater control of the 
non-admitted market; (2) licensing; (3) 
stronger participation of the Surplus Line 
Broker's Corporation. Mr. George testified 
that this close partnership will help deter 
present abuses in the system.

In response to Chairman Eliason's question, 
George listed several abuses that currently
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are found:

Number 347

Number 366

Number 374

Number 381 

Number 387

(1) Surplus line brokers who are not 
properly licensed.

(2) Brokers who place insurance without 
adequate capital back-up.

(3) Brokers who slowly pay back claims due 
to cash flow problems.

SB 470 will allow surplus line brokers to 
work with the Division of Insurance to 
“clean up" the industry.

Don Coates, Director of fie Surplus Line 
Broker's Association, remarked he has been a 
surplus line broker for lu years and as a 
broker is very supportive of SB 470. The 
current reporting system needs to be 
refined. Recently, four companies have 
declared bankruptcy and under the current 
statutes the companies were untouchable. If 
SB 470 had been in e ffe ct, the Division of 
Insurance would have had more control.

Chairman El iason.-ini tiated discussion among 
the Committee regarding the propo 'd  ̂
amendments.

Senator Mulcahy moved the Committee adopt 
the proposed amendments and asked for 
unanimous consent.

Chairman Eliason directed the staff to have 
a Committee Substitute for S3 470 drafted.

The next b ill for consideration was SB 525— 
"An Act relating to Unemployment Insurance." 
Jack Shay, Director, Division of Employment 
Security, began his testimony by outlining 
the various sections of this legislation.

Section 1 states that the training and 
building fund will not lapse until 30 days 
following the last day of each fiscal year.

Sections 2 and 3 adds a 21st class to the 
ranking of employers. This new class is to 
conform to suggested federal guidelines. In 
1983, 163 employers would have been 
effected. This new class would create an 
$18.00 increase for each employer in the new 
21st class. In 1984 no employer would be
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3AAC26.070. Standards for Prompt, Fair and Equitable Settlements Appli­
cable to All Insurers, (a) An insurer or a person designated by the insurer 

to act on its behalf involved in the settlement of a claim must, within 15 days 
or the time frame specified in the insurance contract, after receiving a 

properly executed proof of loss or other evidence «>f loss acceptable to the

insurer from a first party claimant, advise the claimant of the acceptance or 

denial of the claim.
(b) A claim denial must be in writing and a copy or the capability of 

reproducing its text must be included in the claim file.----

(c) A claim denial based on a specific policy provision, condition or 
exclusion must include, in the written denial, reference to that specific 
provision, condition, or exclusion.

(d) If an insurer or a person designated by the insurer to act on its 

behalf needs more time to determine whether the claim of a first party claimant 

should be accepted or denied, notification must be given to the first party 
claimant within 15 working days after the receipt of the proof of loss giving 
the reason more time is needed. 45 days from the date of the initial noti­
fication and every 45 days thereafter while the investigation remains incom­
plete, written notification must be provided to the claimant stating the reason 
additional time is necessary to complete the investigation.

(e) An insurer or a person designated by the insurer to act on its be­

half may not fail to settle a claim for first party claimant on the grounds 
that responsibility for payment should be assumed by others, except as may be 

expressly provided otherwise by the provisions of the insurance policy issued 
by the insurer.

(f) If negotiations for settlement of a claim continues directly vfith a 
claimant who is neither an attorney nor represented by an attorney to a point 
in time when the claimant's rights may be affected by a statute of limitations 

or a policy time limit, written notification must be provided to the claimant 
stating that the time limit may be expiring and may affect the claimant's 

rights. Notice must be given to first party claimants not less than 30 days 

before, and to third party claimants not less than 60 days before, the date on 

which the insurer believes the time limit may expire.
(g) A statement may not be made that indicates the rights of a third party 

claimant may be impaired if a form or release is not completed within a given 
period of time, unless the statement is given for the purpose of notifying the 
third party claimant of the provision of a relevant statute of limitation.

(h) If an insurer has a reasonable basis, supported by specific informa­
tion available for inspection by the division of insurance, for suspecting that 
a first party claimant has fraudulently caused or contributed to the loss, the 
insurer is relieved from the requirements of this section". However, the in­

surer must, within a re/.sonable time for full investigation and after receipt 
of a properly executed jroof of loss, advise the claimant of the acceptance or 
denial of the claim. ('2ff. / / , Reg. )

Authority: A S 2 1.06.090
AS21.36.125 
AS21.36.350
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I N S I D E  I N S U R A N C E

‘Most people are not in a position 
.  ,  . . '  _  . . .  

q u e s t i o n  o r  m o r a l  h a z a r d s  sinking their vessel ’

B i g  l o s s e s  r a i s e

by Robert Mann

M ill io n s  o f  d o l l a r s  w o r t h  o f  
f i s h in g  v e s s e l  lo s s e s  in  1982 
h a v e  b r o k e n  o v e r  S e a t t l e ’s 
m a r in e  i n s u r a n c e  c o m m u n i ty  
l ik e  a  r o g u e  w a v e  a t  s e a .  
T h e  r e s u l t ,  a c c o r d in g  t o  b r o k ­
e r s  a n d  u n d e r w r i t e r s ,  c o u ld  b e  
t h a t  f i s h e r m e n  w ill  b e  p a y in g  
h i g h e r  d e d u c t i b l e s  a n d  p r e m i ­
u m s  in t h e  v e r y  n e a r  f u t u r e .

A lthough the  C oas t G uard  does 
not keep t ra ck  of the  to ta l  n u m b e r  of 
fishing vesse ls  and  p rocesso rs  lost in 
a given y ea r ,  som e w o rr ied  
u n d e rw r i te r s  a re  d raw in g  up l is ts  of 
th e i r  own. T he  1982 nun ocrs  look 
p re t ty  grim  to com panies ‘h a t  nre 
insu ring  A laskan fishing vesse ls .

According  to one list, th e re  have 
been over  $48 million w o r th  of to ta l 
losses of c ra b b e rs ,  se in e rs ,  drag- 
gcrs , p rocesso rs  and  g i l ln e t tc r s  
th ro u gh  N o v em b er  of 1982. Five 
p rocessors, th re e  of which b u rn ed  
and sank  within  a six week period,

accoun ted  for $29 milliion w o r th  of 
th e  to ta l;  th e  I A l-In d -E sk-A -Sea , 
which b u rn e d  and  san k  o f f .E v e r e t t  
on O c tober  22, jwas p e rh a p s  the  
m o s t  sp e c tac u la r  of the  losses. 
A n o th e r  u n d e r w r i te r  said o v er  $22 
million w o r th  of c ra b b e rs  sunk, 
b u rn ed , or r a n  ag ro u n d  this y ea r .

Bad t im es seem  to  b r in g  an 
inc rease  in th e  n u m b e r  of r e p o r t s  of 
vessel o w n e rs  b u rn in g  or 
d e l ibe ra te ly  sink ing  th e i r  b oa ts  to 
collect th e  in su rance  m oney so they  
can g o t  o u t  of the  business . T h e  fact 
is, though , t h a t  not much is usually 
gained  from th a t  kind of act, 
accord ing  to se v e ra l  u n d e rw r i te r s .

"W hen  people a re  going b rok e , it  
seem s th u t  the  friction of the  
m o r tg a g e  ag a in s t  one’s w a lle t  seem s 
to  h e a t  up th e  back of the  boat ,  and 
aw ay  sh e  goes," qu ipped  John  
A dam s. A dam s m an ag es  Pacific 
G en era l  A gency, Inc., a com pany 
th a t  in su re s  millions of dollars 
w orth  of fishing vesse ls  th ro u g h o u t  
the  U.S.

A d ds  A dam s; " I t  rea lly  does a 
f isherm an no good to file a claim or

have  a  conv en ien t  loss, if he is going 
to lose his ab il i ty  to  m ak e  a living. 
M ost peop le  a re  n o t  in a  position to  
m ake  m oney  off of s ink ing  the ir  
vessel. A t  bes t,  th e y  usually  g e t  the  
m o r tg ag e  paid off ”

M aurice  O aksm ith , an insu rance  
b rok er ,  a g re e s  w ith  A d am s for 
d if fe ren t  r e a s o n s . ' " I  rea lly  d o n 't  . 
th in k  th a t  ‘m oral h az a rd s ’ 
(in tentional s ink ings and burn ings) 
tire a fac tor r ig h t  now, even  w ith  tho 
d e p re sse d  s ta to  of som e of tho  
fisheries . I’ve go t g re a t  faith  in 
hum an n a tu re ,  par t icu la r ly  in th e  
fishing ind u s try ."

O th ers  in th e  insu rance  business , 
how ever, do no t  sh a re  O aksm ith 's  
" fa i th"  in hum an  n a tu re  in the  
fishing fleets . One p re s id e n t  of an 
insu ran ce  com pnny h ere  in s tru c ted  
his u n d e r w r i te r s  no t  to c a r ry  any 
m ore  linos on c on v e r te d  p rocesso rs , 
which he labeled, "f loa ting  fire 
hazards ."  A n o th e r  m arine  insu rance  
u n d e rw r i t in g  firm , M a thew s  & . 
L iv ingston , Inc., bailed o u t  of tho 
fish vessel bu s iness  in 1981. because  
" i t  Is a volatile  m a rk e t  and  wo w ere

looking a t  doubling ou r  r a t e s  from 
o u r  London connection," say s  a 
com pany  spokesperson .

“My fr iends a t  L loyd 's  say  the 
N o r th w e s t  and  A laska  losses have 
ju s t  a bo u t  d es tro y ed  th e i r  m arine  
u n d e rw ri t in g  sy nd ica te ,"  says  a 
fo rm er  Brit ish  u n d e rw r i te r  who has 
w orked  in the  U.S. m arin e  insurance  
in d u s try  for tw o  yea rs .

Lloyd 's  and o th e r  w e s te rn  E u ro ­
pean compnnics t h a t  a ssum e  p a r t  of 
th e  r isk  on Am erican f ish ing  vesse ls  
a rc  quo ting  prices t h a t  m an y  U.S. 
b ro k e rs  and  u n d e r w r i te r s  a re  
finding hard  to sell to cu s to m ers .  An 
u n d e rs ta n d in g  of why the  E u ro p ean  
in su re rs  a re  shy ing  nw ay from  the  
f ishing vessel bus iness  re q u i re s  a 
b rie f  exp lana tion  of how m arin e  
insu rance  w orks.

Im agine  a py ram id  w ith  the  
b ro k er  or u n d e rw ri tc i  s i t t in g  a t  the  
top. T he  fisherm an com es in to  tho 
office, nnd tells  th e  b ro k e r  or 
u n d e rw r i te r  w h a t  kind of policies lie 
w an ts  and w h a t  ho is willing to  pay. 
(Most f isherm en a re  covered  for 
losses or dam age  to the  hull and



m ach inery . A f isherm an , no m a t te r  
w h a t  his p as t  reco rd , can usually  
find som eone to insu re  him.) T he  
b ro k er  th e n  goes to his u n d e r ­
w r i t e r s —th e  f ir s t  s e t  of r isk - tak ers ,  
who usually  c a r ry  only a  sm all p e r ­
cen tage  of r isk  them se lv es .  The 
risk  on exp ensiv e  fishing vesse ls  
is a lw ays  sp re ad  ou t  a m o ng  r e ­
in su re rs .

T he  m o s t  re l iab le  re - in su re rs  a re  
in London a t  L loyd’s or th e  In s t i tu te  
of London U n d e rw r i te r s  and  o th er  
w e s te rn  E u ro p ean  coun tr ies .  Those  
com panies, though , may sp re ad  the  
r isk  even  fu r th e r  dow n th e  py ram id . 
A t  th e  bo ttom  of th e  pyram id , you 
m ight find th a t  a com pany you never  
hea rd  of in Latin  Am erica  m ig h t  be 
assum ing  a frnction of a p e rc e n t ­
age of tlig to ta l  r isk  on an  A laskan 
fishing vesse l.  W hen claims are  
made, p a y m e n t  s t a r t s  a t  th e  p y ra ­
mid 's bo ttom  and w orks  i ts  w ay up.

A ccording  to A dam s and o th e rs ,  
N orth  Pacific f ishing vesse ls  have  a 
bad re p u ta t io n  in th e  E u ro p ean  r e ­
insu rance  m a rk e t ,  hence  the  
doubling  and tr ip ling  of r a te s  in tho 
last  two or th re e  m onths. As a re su lt  
of th e  inc reases , som e sm alle r  
companies, have  been forced to seek  
re in su ran ce  with u nprovcn  foreign 
secu r i ty  firms.

"T he  London and W e s te rn  
E u ro p ean  re in su ran c e  m a rk e ts  
hnve ju s t  d r ied  up," say s  A dam s. 
" I t ’s im p ru d en t  for a com pany like 
ou rs  to hold all the  risk  on a c ra b b e r  
with a high d e g re e  of hazard . We 
have to have re - in su re rs  and  as 
those  re- insu ro rs  drop  out, th e re  
goes th e  m a rk e t ."
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In  th e  com petit ive  m arine  
in su rance  business , som e com panies 
a re  so  h u ng ry  for p rem iu m  dollars  
th ey  a re  re - i ' .su r in g  th ro u g h  
com panies in Sou th  A frica, the  
Baham as, and H ong  Kong. "You 
have  to realize t h a t  th e r e  a re  over  
600 com panies based  in H ong K ong 
alone, and  m ost  of th e m  a n  only a 
nam e in the  phone book,” said 
A dam s, who adds th a t  m an y  claims 
go unpaid. "M any of th e  foreign  
secu r i t ie s  firms will d is ap p e a r  
before the  claims can g e t  in."

Says M aurice  O aksm ith , 
“ In su rance  com panies and 
synd ica tes  m ake  m oney from 
u n d e rw ri t in g  and  in v e s tm e n t  
income. Now th a t  i n t e r e s t  r a t e s  a re  
low er on sh o r t - te rm  m oney , the  
com petit ion for insu rnnce  p rem iu m  
dollars  is g e t t in g  even  heav ie r .  
Some people w an t  to m ake  a quick 
killing by buying th e i r  re in su ra n c e  
as cheaply as possible so  th a t  th e y  
can keep m ost of th e  p rem ium . T hey  
tend  to s t r a y  into le f t  field r e ­
insu rers ."

O aksm ith  say s  t h a t  " I f  
u n d e rw r i te r s  a re  se lec t ive , -and  
p ro p e r ly  re - insu red , th e y  can m ake 
money w r i t in g  fish b o a ts  a t  o r  n e a r  
the  level of w h ere  p rem iu m s e re  
today,"

Jo hn  A dam s knocks on his desk  
and snys his firm has m ade  m oney. 
"W e have  t r ied  to  be cau tious  w ith  
those  people th a t  we su sp e c t ."  But 
A dam s feels t h a t  m o s t  m arin e  
insuranco  u n d e rw r i te r s  and  b ro k e rs  
today  do not know th e i r  m a rk e t .  "In  
the  pas t  few y en rs  w e 'v e  seen  tho 
inundation  of tho  m a r in e  insu ran ce  
m nrko t w ith  inex p er ienced  peoplo 
w ith  all k inds of capncity . T h e ro  
have been  m ore  and  m ore  com panies 
com ing in and d iv ing  r ig h t  o u t  again  
a f te r  a few hard  licks." ________

n e  say s  m e r e  a re  qu ite  a  lew  
"damn good sa lesm en  w ho a re  v e ry  
gullible because  th e y  don’t  w a n t  to  
know th e  t ru th  a b o u t  th e  se cu r i ty  
th e y ’re  re p re se n t in g .  If i t ’s an 
u ndes irab le  r isk , i t  will usually  end 
up w ith  w h a t  w e  consider to  be the  
less inquisitive- u n d e rw r i te r s  who 
fail to ask  th e  ques tions  th e y  should 
ask ."

• A dam s m ain ta ins  th a t  th e re  a re• **,
v e ry  few u n d e r w r i te r s  who tru ly  

; u n d e rs ta n d  th e  fishing bu s in ess  well 
enough  to  know  w hen  to  ask  if a 
person  is a "know n t ro u b lem ak e r  
w ith  a poor reco rd  in the  pas t .  Some 
people, though , a re  n o t  crooked, 
th e y 'r e  j u s t  doggone unlucky,"  says  
A dam s.

A d am s feels m o s t  u n d e rw r i te r s  
in su r in g  fish boats  should know how 
m ach in ery  o p e ra te s  so t h a t  th e y  can 
know if a claim is leg i t im a te  o r  not. 
"M ost  u n d e rw r i te r s  d o n 't  know 
a n y th in g  a bo u t  claims. 
U n fo r tu n a te ly ,  th e  claims people 
th in k  th e  u n d e r w r i te r s  know 
e v e ry th in g ,"  says  A dam s.

A lthough  Adam.s has w orked  
a ro u n d  fishing bo a ts  a long tim e, he 
says  he is o ften  too busy  to g e t  the  
chance to v is it  the  docks to  inspec t  
fishing vesse ls  he in su res ,  r-.ithough 
he soys hu t r ie s  to as o ften  as 
possible. Like o th e rs ,  he re l ics  on 
m arin e  su rv e y o rs ,  the  eyes  and e a rs  j 
of e v e ry  u n d e r w r i te r  or  b ro k er .  (See 
accom panying  story.)

M arine  s u rv e y o rs  perfo rm

condition and  va luation  (C&V) 
s u rv e y s  for vessel ow ners , 
insu rnnce  com panies , and  banks. 
They  check a vesse l 's  wiring, 
cons truc tion , deck equ ipm ent, 
r igg ing , nav igation  equ ipm ent,  
e lec tron ics , cabin a r ra n g e m e n ts ,  
sa fe ty  and  life sav ing  equ ipm en t,  
hydrau lics , eng ine  room, and  ovon 
th e  vesse l 's  housekeep ing  and 
nppenrnnce . T hey  also note any 
recom m end a tion s  for im prov ing  the  
vesse l  boforo reach ing  w h n t  they  
feel is a fair m a rk o t  value for tho 
boat. I _ .

"S u rv e y o rs  have a p r e t ty  good 
feeling for w h a t  a b o a t’s value is, 
and they  und ers tand , rep lacem en t  
costs ,"  say s  O aksm ith. "B u t  th e re  
can be honest  d ifferences of opinion 
be tw een  a .m rveyor and  a b o a t  
ow ner."

Som e su rv e y o rs  say  th e y  a re  
p re s su re d  to keep boat  values  high 

. e ven  though  th e i r  m a rk e t  values  
! m igh t be d ep re sse d  in a weak 

m a rk e t .  A ccording  tc  one su rv e y o r  
1 who ran  a C & V su rv e y  on a large

floating processor in 1979, the  ves­
sel's owners p ressu red  him to keep 
the value high because the bank 
had loaned them  a lot of money on 
processing equipment. The surveyor 
says he told the  owners th a t  the boat 
had no track  record and needed more 

1 work, so he vnlucd it substantially 
loss than what the owners had wanted.

"I gave  them  tw o lcgal-sizcd 
sh e e ts  of r e p a i r  and  safe ty  
recom m cnn  ns, and tw o m onths
la te r  th ey  hu lomcbody else  doing 
the  su rv e y .  They  obviously w anted  
som eone who would ag re e  w ith  th e i r  
value,” the  su rv e y o r  snys. He asked 
to  rem ain  anonym ous. "I  have  quit  
one job before because  the  guy 
h asn 't  done w h a t  I 've  a sk ed  him to 
do. But w ithin  a week he’s ,  got 
in su ran ce  from som ebody else ."

" W h a t ’s happening  in th e  p re s e n t  
m a rk e t  is t h a t  a  lot of people a rc  not 
insu ring  m n rk c t  ‘vnlues. T h e y ’re 
in su r ing  in v e s tm e n t  value,"  says  
a n o th e r  v e te ra n  su rv eyo r .  "A  lot of 
m oney had to  be p u t  in to  th n t  
p rocesso r  to g e t  h e r  operab le , and
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th e  com pany w an ted  to insu re  th a t  
inv es tm en t."

H ow ever, o th e r  s u rv e y o rs  say 
th ey  a rc  ra re ly  p re s su re d  into 
infla t ing  vessel values , Jo h n  A dam s, 
for ins tance , says  "S o m etim es  the  
vessel ow n e r  w an ts  su rv e y o rs  to 
defla te  the  value because  he d oesn ’t 
w an t  to pay the  m oney on high 
insu rance  p rem iu m s on b oats  th n t  
a rc  fully paid for."

"M ost su rv e y o rs  know w h a t  
th e y 'r e  doing,’’ says  one claims 
in v e s t ig a to r ,  " b u t  some h ave  g re a t  
g aps  in th e i r  e xp e r ien ce  and 
t ra in ing . Som e su rv e y o rs  specialize 
in cargo  only, o th e rs  in tu g  boats, 
o th e rs  in y ach ts ,  and  som e in c rab  
boats .  F re q u en t ly  th e i r  e x p e r t i s e  is 
limited to th e i r  specia l ty  class of 
vesse ls ,  and th e y 'r e  not able  to 
a d a p t  well to new classes."

A dam s adds , "T h e  jam is th a t  
m any people will accep t  a su rv e y o r 's

r e p o r t  on a m a t te r  for which he is 
not t ru ly  qualified."

S u rv e y o rs  have  a lrea d y  formed 
th e i r  own national association 
fifteen y e a r s  ago  in an e ffo rt  to  
police th e i r  own t ra d e .  In o rd e r  to 
join th e  National Association  of 
M arine  S u rv e y o rs  an  app l ican t  m u s t  
have  a t  lea s t  five y e a r s  full-time 
su rv e y in g  e xp e r ien ce  and  he m u s t  
p ass  an exam  :n his specia lty  class 
of vessel. " I t ' s  still in i ts  infancy," 
say s  one m e m b e r .

W h e th e r  an u n d e r w r i te r  or vessel 
ow ner  decides to  hire , f ire  o r believe 
a s u rv e y o r  does not d im inish the  
im portance  of the i r  C & V su rv e y s .  
W hen claims a re  paid, th e y .a r e  the  
m ost im p o r ta n t  rec o rd s  available , 
because  foul play is a lm ost  
impossible to prove. U n d e rw r i t e r s  
ra re ly  go to th e  b o th e r  and  expense  
of t ry in g  to  p rove  a rson  or 
in tentiona l  s inking; th e y  simply pay 
th e  claims based  on a vesse l 's  
s u rv e y e d  value. R aising  th e  vessel 
and re -su rv ey in g  it is th e  only way 
to change  the  s u rv e y e d  value.

A dam s jogs his m em ory  back  to  
1958 when a wooden se in e r  sank  in 
the  P u g e t  Sound and the  
u n d e rw r i te r s  ra ised  th e  vessel. 
"T h e re  w ere  funny nx holes in the  
bottom  of the  boat  t h a t  w ere  made 
from the  inside. T hese  rap id  te rm ite  
jobs a re  good for som e people, bu t  
when an o w n er  g e ts  c au g h t  with 
evidence  like th a t ,  it  is a federnl 
crime and  th e  p u n ishm en t  can be 
severe .  F rom  an u n d e rw r i te r 's  
s tand p o in t ,  you have to look at how 
much a m o r tg ag e  is on a vessel 
before th ink ing  a b o u t  d e l ibe ra te  
s inkings.

"It-'s -easy to  say t h a t  when the  
m o r tg ag e  is high and th e  valuer  a re  
d ropp ing  b en ea th  th e  m o r tg ag e , it

becom es a d v a n ta g e o u s  to  h av e  an 
acc iden t .  But t h a t ’s only  p a r t  of th e  
s to ry ,"  say s  A dam s.

"T he  o th e r  p a r t  is t h a t  people a re  
w ork ing  h a rd e r  and  p u sh in g  th e i r  
c re w s  h a rd e r  and  h a r d e r  t ry in g  to 
m ake  a profit .  E v e ry b o d y  g e ts  
t i r e d . ’!

M aurice  O aksm ith , who g rew  up 
on A laskan  fishing boats ,  say s ,  "I 
th in k  fishing vesse ls  in m an y  w a y s  
a re  a b e t t e r  r isk  tod ay  th an  th e y  
w ere  four y e a r s  ago. T h e re  a re  
m any m ore  a la rm s , de tec t ion  
devices, and b e t t e r  nav iga tiona l  
equ ipm en t.  B ut one th in g  you’ve go t  
to g u a rd  ag a in s t ,  a s  technology 
adv an ces ,  is com placency."  . .

A dam s b lam es > acc id en ts  
involving som e c ra b b e r s  on 
"e lec tron ic  c r e a tu r e  c om fo r ts"  a long 
with d ru g  use by y o u n g e r  c rew  
m e m b e rs  who doze d u r in g  th e i r  
w heel w a tch . . •

In som e cases, th o u g h ,  he say s  
acc iden ts  a rc  not due  to o v e rw o rk ,  
d rug s ,  o r  high-tech in s t ru m e n ts . . " in  
Bristol Bny we n e v e r  h av e  a to ta l  
loss p r io r  to the  season  unless  i t ’s 
t ru ly  accidental. I t  a lw ays seem s to 
hap pen  jus* befo re  th e  end of the  
season, and  “Oh, my god, th e  fire 
s t a r t e d ,"  or "I  h it  a rock." T h e re  
a re n ’t  v e ry  m any rocks in Bristol 
Bay, so th ey  e i th e r  sw a m p  o r  bu rn .

" I t  a iwnys hap p en s  w h e re  i t ’s 
h ard  to reco v er  the  boat ,  in th e  d a rk  
of n ight;  a fr iend  j u s t  h app en ed  to be 
com ing a long and ho saw  th e  fire, 
and ‘I g o t  off w i th o u t  g e t t in g  my 
tenn ic  ru n n e r s  w e t ." ’ . .

A dains  a dm its  t h a t  he  is sp e ak in g  
som cw hn t  facetiously; he know s 
th a t  Bristol Bay p e rm it s  can cos t up 
to $100,000. Yet he  sincerely; feels 
th n t  ’m oral haznrds '  — "oinking  the  
dam n b o a t ’’ —a re  h ig h e r  th e se  days ,

and  th e  way to  p re v e n t  them  is to  
m ake  su re  th e  ow ner  s t a r t s  
a ccep ting  som e of the  risk .

He looks back to th e  1930's d u r in g  
th e  G re a t  D epress ion  when th e re  
w e re  a lo t  of s im ilar  vessel losses 
o ccurr ing . A ccord ing  to A dam s, an 
u n d e rw r i te r  would co-insurc th e  
vesse l,  a ssu m in g  only p n r t  of the  
r isk  in case  of pa r t ia l  losses; the  
o w n e r  would pick up th e  r e s t .  T he  
o th e r  a l te rn a t iv e  he se es  is c h a rg in g  
veiry high deductib les .

A d am s th in k s  s t r i c t  Coas t G uard  
en fo rc em en t  of snfc ty  reg u la t io n s  
helps  red u ce  risk , too. U nder 
Section  46, P a r t s  24 th ro u g h  26 of 
th e  Code of F e d e ra l  R egula t ions , the  
C oas t  G uard  can board  un inspec ted  

„ f ishing vessel*  and check for sa fe ty  
and fire f igh ting  e q u ipm en t  
violations. B u t  C oas t  G uard  
spokespeop le  say th ey  do n o t  have  
th e  m a n p o w er  to check fishing 
vesse ls  un less  they  rece ive  n specific 
See  B O A T  IN S U R A N C E  pago 4 5



RAGE 4!>

B O A T  I N S U R A N C E
continued from page 34 

complaint.
M aurice  O aksm ith ,  one of th e  

founders  of the  N ational  Council of 
F ish ing  Vessel S a fe ty  and 
In su ran ce , sa y s  th e  " in d u s t ry  o u g h t  
to cons ide r  se lf-regu la t ion . T h e  
princ ipa l  reason  for fo rm ing  th is  
nationa l g ro u p  w as t h a t  in su ran c e  
cos ts  w e re  high, and  the  only w ay  to 
b r in g  them  down w as to  d e c re a se  
th e  s e v e r i ty  and  f req uen cy  of 
acc id en ts .  I would sa y  th a t  a b o u t  
90%  of all a cc id en ts  and  fa ta l i t ies  
a rc  avo idab le . Usually th ey  r e s u l t  
from so m ebody  doing so m e th in g  
they  sh o u ld n 't  do.”

T h e re  is a g en e ra l  consensus  
a m o n g  m ar in e  s u rv e y o rs ,  u n d e r ­
w r i te r s ,  and  claim s in v e s t ig a to rs

th a t  hum an e r ro r ,  due  to lack of 
a d eq u a te  tra in in g , is re sp o ns ib le  for 
m an y  leg i t im a te  acc id en ts .  In th e  
case  of con v e r ted  floa ting  
p ro cesso rs ,  h ow ever ,  th e r e  a re
o th e r  dan g e rs .

D u ring  th e  convers ion  process , 
b u lk head s  and coffe rdam s a re
usually  rem o ved  to  m ake  m ore  room 
for p rocess in g  equ ip m e n t,  forklifts , 
and  e le v a to rs .  "T h ey  cu t  ou t
w a te r t ig h t  bu lk heads  so i t ’s ea s ie r  
to m ove cargo  down to th e  freezing  
holds and a long th e  p ro cess ing  
le :k ,"  exp la ins  s u rv e y o r  J im  
Goldade.

" In  th e  ease  of one p rocesso r ,"  
sa y s  a n o th e r  su rv e y o r ,  "all th re e  
holds had been c u t  th ro u g h  all the  

tw ay  back to the  eng in e  room . You 
can p um p such a vesse l  full of w atep.

b u t  you 've  go t  no way to p u m p  it  ou t 
again . T h e re  a re  no subd iv is ions  to 
control flooding o r  f ire  in these  
vesse ls ."

H ighly f lam m able p o ly u re th a n e  
foam is also an acknow ledged  fire 
hazard  a board  such p rocesso rs .

" W e ’ve glossed o v er  th e se  
problem.s in th e  la s t  few  y e a rs  
because  of a v e ry  com p etit iv e  
insu rance  m a rk e t ,  d u e  to excess  '• 
capac ity  and u n d e r w r i te r s  se ek in g  J 
p rem ium s a t  any  cos t,” say s  one j 
concerned claims in v e s t ig a to r .  ; 
"Now th a t  i n t e r e s t  r a t e s  a re  ’ 
declin ing and  losses a r e  con tinu ing  ! 
to acce le ra te ,  the  conditions a re  s e t  ’ 
for a scarc ity  of in su ran c e  and j  
possibly  a recognit ion  th a t  
s ta n d a rd s  will be  n ec es sa ry  if losses 
a re  to  be contro lled ."  □
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