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SCR 20: Summary

Purpose of th is  le g .s la t io n  i s  to encourage marine insurance a v a i l ­
a b i l i t y  at competitive rates.  This resolution requests the Governor 
to d irect  the Divis ion of Insurance to conduct a study which w i l l  pro­
vide marine insurance underwriters with information concerning f i sh er ie s  
management and safety .

The resolution requests the study to include id e n t i f i ca t io n  of factors  
contributing to vessel safety and recommendations to achive safer  vessel 
operations.

Findings of th is  study are to be reported to the Legis lature  and the 
Board of F isher ies  so they may consider the adoption of safety regs 
that address the costs and a v a i l a b i l i t y  of marine insurance.



TO WHOM IT  MAY CONCERN:

Re g ar d i ng  t he  i n s u r a n c e  s t t i o n  f o r  v e s s e l s  and c r e w,  I

would l i k e  to make a few comm and r e l a t e  a few e x p e r i e n c e s

we have had in t h i s  a r e a .

F i r s t  t he  boat  owner  i s  i n a c a t c h - 2 2  d i l emma.  The banks  loan

money to buy b oa t s  and demand y e a r l y  payme nt s .  Banks a l s o  demand 

i n s u r a n c e  to p r o t e c t  t h e i r  c o l l a t e r a l .  I n s u r a n c e  compani es  name 

t h e i r  e x p e n s i v e  premium and demand payment .  Boa t s  do not f i s h  

u n t i l ,  i n s u r a n c e  i s  in e f f e c t .  No f i s h i n g - - n o  money t o r  i n s u r a n c e  

or  loan payment s .

S e c o n d l y ,  t he  i n s u r a n c e  premiums were a f ' f o r a a b l e  in t he  l e s s

than 3.5% r a n g e .  Now 4% i s  t he  l o we s t  ion a c r a b  b o a t ) and up to

10% has been qu o t e d .  I f  f i s h  p r i c e s  and a v a i l a b l e  p r o d u c t  c l i mb e d

at  the same r a t e  i n s u r a n c e  would s t i l l  be a f f o r d a b l e .  Such i s  not_ «
the c a s e .

We own a c r a b  b o a t .  In 1980-82 t he  r a t e  was about  2%. In 

t he f a l l  of  1983 i t  was 2. 85% i f  we p u r c h a s e d  a s t a b i l i t y  c o mp u t e r ;  

o t n e r w i s e  i t  would be 3 . 25%.  For  t he  f a l l  of  84 ,  we have p o r t  r i s k  

on l y  a w a i t i n g  t he  i n s u r a n c e  mar ket  to l e v e l  o u t .  We a r e  hopi ng f o r  

4% f o r  t he  85 s e a s o n .  We have been warned i t  c o u l d  go to 7%. Our  

l e n d e r  r e q u i r e s  we i n s u r e  f o r  f . 5  m i l l i o n .  The premium d i f f e r e n c e -  

i s  $ 4 5 , 0 0 0 .

A n o t he r  exampl e  of  o u t r a g e o u s  p r e m i u m s - - 0 u r  c r a b  boat  i s  a l s o  

a tow b e a t .  We r e q u e s t e d  a quote  f o r  t r i p  i n s u r a n c e  f o r  t r a v e l l i n g  

from Homer to Nome and r e t u r n  w i t h  a d i s a b l e d  t u g .  Normal  t r a d i n g
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w a r r a n t i e s  go a l most  to Nome. The t r i p  would t a k e  about  20 d a v s .  

The p r e mi u m- - $ 2 5 , 00 0 .

I d o n ' t  know t he  answer  to t h i s  pr obl em.  I n s u r a n c e  compani es  

have d e f i n i t e l y  e x p e r i e n c e d  t r emenaous  c l a i m s ;  h owe v e r ,  most  

compani es  I know have c o n s i d e r a b l e  a s s e t s  and a r e  accus t omed to 

making s u b s t a n t i a l  p r o f i t s .  Some compani es  a r e  l ax  in s c r u t i n i z i n g  

c l i e n t s  and i n s u r e  q u e s t i o n a b l e  b o a t s .

One a s p e c t  t h a t  c o u l d  be l ooked a t  i s  the  l i a b i l i t y  boat  

owners  and u n d e r w r i t e r s  f a c e  r e g a r d i n g  crewmen i n j u r i e s .  Nc o t h e r  

i n d u s t r i e s  I know of  f a c e  such a l l - e n c o m p a s s i n g  r e s p o n s i b i l i t i e s  

in t he  e vent  of  an a c c i d e n t .  S e v e r a l  a p p l i c a b l e  l aws d a t e  back . 

y e a r s  to when crewmen were s l a v e s .  Laws need to be updated to 

make crewmen a t  l e a s t  p a r t l y  r e s p o n s i b l e  f o r  t h e i r  own s a f e t y .

The boat  owner s houl d  p r o v i d e  a s a f e  work p l a c e  but  i f  t he  crewman 

i s  n e g . l i g e n t ,  i . e .  i n e b r i a t e d ,  t he  v e s s e l  owner  s hou l d  net  be l i a b lI
Thank you f o r  l i s t e n i n g .

i
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Cass M. Parsons 
Executive Director

U N I T E D  F I S H E R M E N  O F  A L A S i x A

January 25, 1985

r
Honorable B i l l  S h e f f ie ld
Governor
S ta te o f A laska
Pouch A
Juneau, Alaska 99811 

Dear Governor S h e f f ie ld :

The United Fishermen o f A laska are concerned about a major problem the f i s h i n g  • 
in d u s t r y i s  c u r r e n t l y  e xpe r ien c in g . The problem i s  the p r o h ib i t i v e  cos t or 
u n a v a i l a b i l i t y  o f vesse l insurance From a l l  re p o r ts we have re ce ive d , the
problem appears to have been cause by two fa c to r s . F i r s t ,  the Insurance Company 
o f North America ( TNA) entered the askan marine market seve ra l years ago
o f f e r i n g  premiums o f around 4% (o f i ae ve sse l v a lu e ) . Th is premium was much 
lower than o th e r companies were o f f e r i n g  so INA succeeded in e s s e n t ia l l y  co rne r in g 
the market on the la rg e r c ra b b e rs / t ra w le rs in  A laska . Secondly,- the re fo l low ed 
two t e r r i b l e  years when one out o f every seven crab vesse ls sunk. Subsequen tly ,
INA pu l le d ou t , g iv in g  many boats cn lv 15 days n o t ic e . The o th e r companies remain 
u n w i l l i n g  to re tu r n  to the Alaskan marine marke t.

The few c ra b b e rs / t ra w le rs who can f in d  insu rance are not g e t t i n g  f u l l  coverage and 
are paying premiums as h igh as 12%. That means a vesse l va lued a t $1 m i l l i o n
(a common va lu e ) must pay a premium cos t per year o f $120,000! As a r e s u l t ,  people
are going f i s h i n g  uninsured o r are s ta y in g home because i t  cos ts le s s . Consequen tly , 
many Alaskan fishe rmen are in  danger o f lo s in g  t h e i r  ve sse ls .

This is  a ra th e r s im p l i s t i c  e xp la na t io n as the re are o th e r fa c to r s  in v o lv e d , bu t
i t  does p rov ide a bas ic p ic tu r e  o f what has occu rre d . There are two s p in - o f f s  
about which you should a lso know. F i r s t ,  a lthough f u l l - t im e  crabbers caused the 
problem, the problem now extends to vesse ls who are on ly c rabb ing p a r t - t im e  ( la rg e 
se in e rs , t ra w le r s , e t c . )  and to many o the r vesse ls th a t d o n ' t f i s h  fo r crab bu t 
are being pena lized by h igh premiums from companies t r y i n g  to spread the lo sse s .

I t  i s  our view th a t seve ra l th in gs must occur in o rde r to he lp so lve th i s  problem. 
F i r s t ,  we need to d is co ve r what the p r in c ip a l cuases o f the a c c : ie n t s  a re ; i . e . ,  
equipment f a i l u r e ,  ope ra to r e r r o r , improper s a fe ty equ ipment, e tc . and then 
recommend s p e c i f i c  changes to prevent the acc id en ts from o c c u r r in g . We Could 
mandate annual vesse l checks fo r c e r ta in  equipment ana we co u ld recommend change? 
in  f is h e r ie s  management p o l i c ie s  so tha t sk ippe rs and crew are no t f i s h i n g  in  an 
exhausted c o n d i t io n . We cou ld recommend th a t every f ishe rman and crewmember take 
a course on f i s h i n g  vesse l s a fe ty .



I t  i s  very im po rtan t th a t we id e n t i f y  the s p e c i f i c  causes o f vesse l acc id en ts .
We w i l l  ga the r the in fo rm a t io n  from the vesse l owners and sk ippe rs which re ­
q u ire s c a r e f u l l y  worded and c o n f id e n t ia l q u e n t io n a i r e s . We w i l l  need to co n t ra c t 
w i th  the unde rw r i te rs f o r the in fo rm a t io n they have on f i l e  s ince i t  i s  u n l i k e l y  
they w i l l  want an o u ts id e r lo o k in g a t c o n f i d e n t i a l in fo rm a t io n . A d d i t i o n a l l y , 
we w i l l  need to gathe r a cc id en t re p o r t in fo rm a t io n  from the coast guard.

We fe e l the "JFA is  the o rg a n iz a t io n  th a t should conduct t h i s  rev iew because we 
have the e xp e r t is e a v a i la b le  and we have access to the fishe rmen . We a lso 
have the a b i l i t y  through our v >ard of d i r e c t o r s  to make c a r e f u l l y  cons idered ,
recommendations th a t o th e r f ishe rmen w i l l  re spe c t . Furthermore , the r e s u l t s  
o f th is  study w i l l  be pub l is hed in  the Alaska Fisherman's Jou rna l. Recommen­
da t ions w i l l  be made to the Governo r 's O f f i c e , L e g is la tu re  and Board o f F ish .

Thank you fo r your c o n s id e ra t io n .

S in ce re ly ,

Cass M. Parsons
UFA Executive D i r e c to r

CMP/ j  b
Enclosure : Proposa l and budget

cc : John George, D i r e c to r
D iv is io n  o f Insurance



P R O P O S E D  B U D G E T

1.0 P E R S O N N E L

1.1 Two re s e a rc h -w r i t e r s : 5 mos. @ $2900/mo. $ 29,000
1 .2 Sec re ta ry : 240/h rs @ /;1 3 .0 0 /h r . 3,120

$ 32,120

2.0 TRAVEL

S e a t t le : 1 Rnd. t r i p  + 3 days per diem @ $80/day $ 713
Anchorage: 2 Rnd. t r i p  + 6 days per diem @ $SQ/day 1,184
Kodiak: 1 Rnd. t r i p  + 3 days per diem @ $80/dav  776

$ 2,673

3 .0 POSTAGE AND PRINTING

Q ues t io na ire s : 44c x 2 x 3500 $ 3,080
Repo rt: 50 bound  500

$ 3,580

4 .0 OTHER

4.1 Computer t im e : 120 h rs . @ $30 /h r . $ 3,600
4 .2 Subcon trac t w/5 Ins . Unde rw r ite rs @ $2,500 12,500
4.3 " w/2 Coast Guard S ta t io n s @ $2,500 5,000

$ 21,100
S u b to ta l : 59,473

A dm in is t r a t iv e  Overhead @ ̂ 20 : ' 11,894

TOTAL: $ 71,367

Overhead In c lu d e s :

Bookkeeping

A dm in is t r a t iv e

O f f ic e  Space

Long D is tance Telephone

P r in t i n g  fo r Ques t io na ire s

A d d i t io n a l Computer & S e c re ta r ia l

P ub l ish Resu lts in  Alaska Fisherman's Jou rna l
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D a n  a n d  D e b b i e  V e e r h u s e n  

P . C .  B o x  6 4 4 B

H a l i b u t  C o v e ,  A l a s k a  9 9 6 0 3

T o  'w h o m  i t  H a y  C o n c e r n ,

W e  a r e  a l l  a w a r e  m a n y  A l a s k a n  f i s h e r m e n  a r e  h a v i n g  a  p r e t t y  

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

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

h e r r i n g  p r i c e s .  W h a t ' s  m a k i n g  t h i n g s  w o r s e  i s  t h a t  i n s u r a n c e  r a t e s  

a r e  s k y - r o c k e t i n g .  I t  i s  a l m o s t  i m p o s s i b l e  f o r  m a n y  t o  g o  f i s h i n g  

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

O n  D e c .  3 1 s t  1 9 8 4  o u r  c u r r e n t  i n s u r a n c e  p o l i c y  e x p i r e s  o r i  o u r  

8 0  f o o t  w o o d e n  b o a t .  I  h a v e  b e e n  t o l d  b y  m a n y  c o m p a n i e s  i t  w i l l  

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

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

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

m u c h  h i g h e r  t h a n  t h e  $ 3 6 , 0 0 0 0 . 0 0  w e h a v e  p a i d  t h i s  y e a r .  O u r  p o l i c y  

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

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

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

i n s u r a n c e  r a t e s  a r e  c u r r e n t l y  r u n n i n g  -  10%  t h e  v a l u e  o f  t h e .  

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

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

c r a b  s e a s o n ;  o t h e r s  w i l l  h e  o u t  t a k i n g  a  c h a n c e  w i t h  n o  i n s u r a n c e .

W e  d e l i b e r a t e d  f o r  d a y s  o n  w h e t h e r  t o  p a y  $ 1 1 , 0 0 0 . ' 0 0  t o  f i s h  t a n n e r  

c r a b  i n  C o o k  I n l e t  f o r  t w o  m o n t h s .  B e t w e e n  t h e  i n s u r a n c e  a n d  t h e  

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

F u r t h e r m o r e ,  I  m a d e  d o z e n s  o f  p h o n e  c a l l s  c h e c k i n g  i n t o  p r o s p e c t i v e  

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

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

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

a l l o w e d  t o  l e a s e  o u t  o u r  b o a t ;  o u r  p o l i c y  w o u l d  b e  c a r . r ' e l l e d  u n l e s s  

w e  p e r s o n a l l y  h i r e d  a  s k i p p e r .

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

c o n v e r t  t h e i r  b o a t s  a n d  f o r g e  i n t o  n e w  f i s h e r i e s .  B u t  I  a s k ,  h o w  

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

i n s u r a n c e ?  w e  n e e d  s t a t e  l e g i s l a t i o n  a n d  f u n d s  g e n e r a t e d  t o  c r e a t e  

g ^ l La.Te.wlTto:iror3 ro iin m n s a z g £ g ra T ^ n C T ^ ,

S t r i c t  m e a s u r e s  c o u l d  b e  e n f o r c e d  o n  t h e  v e s s e l s  c o n d i t i o n ,  u p k e e p
*- I s o s

and sk ip pe r  .creditability b e f o r e  jo in ning into a^pool.



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

d r o p  b a c k  d o w n  i n  t h e  t w o  t o  t h r e e  p e r c e n t  r a n g e  -  W E  N E E D  A C T I O N  N O W !

i
S i n c e r e l y ,

— '

c c :  U n i t e d  F i s h e r m e n  o f  A l a s k a

c c :  N o r t h  P a c i f i c  F i s h e r i e s  A s s o c i a t i o n

c c : C F A B ,  M r .  D a v e  R o d g e r s

c c :  S e n a t o r  F i s h e r

c c :  A n d r e  M a r r o u

c c :  M i k e  N a v a r r o

c c : J a y  K e r t u l a

c c :  G o v e n e r  S h e f f i e l d

c c :  D i r e c t o r  o f  D i v i s i o n  o f  I n s u r a n c e ,  M r .  K e n  M o o r e

I y J o c r \ ( \ K )

*



Ca. B o b T r e m a i n  - B i l l  B l e d s o e  
P . O .  B o x  4 1 8  -  H o m e r ,  A l a s k a  9 9 6 0 3  ( 9 0 7 ) 2 3 5  8 0 7 6

F / V  K a n i i s h a k  Q u e e n

N o v  7 ,  1 9 3 4 .

T o  V / h o m  I t  M a y  C o n c e r n ,

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

v e s s e l  i n s u r a n c e  i n  A l a s k a .  1

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

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

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

c r a o  f i s h i n g  b o a t s , - L a c k  o f  f u n d s  t o  m a i n t a i n  a n d  r e p a i r  a s  n e e d e d .

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

i t  u s e  t o  c o s t  1 . 8 $  ( o f  t h e  v a l u e  o f  y o u r  v e s s e l )  p e r  y e a r ,  w e n t  

t o  3 . 0 $  a n d  n o w  i s  8 . 0 $ .  I n  s o m e  c a s e s  e v e n  h i g h e r .  W e  c a n ' t  

s u r v i v e  a  y e a r  w i t h  r a t e s  t h a t  e q u a t e  t o  4 0 , 0 0 0 . 0 0  d o l l a r s  t o  

5 0 , 0 0 0 . 0 0  d o l l a r s  a  y e a r .

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

r e c o r d s .  S o m e  o f  u s  d o n ' t  c u t  c o r n e r s  w h e n  i t  c o m e s  t o  o u r  b o a t s .

W e  m a i n t a i n  o u r  e n g i n e  r o o m s  i n  g o o d  r u n n i n g  c o n d i t i o n ,  a t  a l l  

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

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

t o  b e  m o r e  s e l e c t i v e  w i t h  t h e i r  c l i e n t e l e .  H a v e  a  v n o r e s e n t a t i v e  

f r o m  t h e i r  c o m p a n y  c o m e  v i s i t  t h e  b o a t  r e q u e s t i n g  i n s u r a n c e .  H a v e  

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

a n d  f i s h i n g  i n d u s t r y .  R e q u i r e  h i m  ( o r  h e r )  t o  o f  r u n  a  v e s s e l  

b e f o r e ,  s o  h e  k n o w s  w h a t  a  w e l l  m a i n t a i n e d  e n g i n e  r o o m  l o o k s  l i k e .

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

r e D o r t .



Ca. B o b T r c m a i n  - B i l l  B l e d s o e  
P . O .  B o x  4 1 8  • H o m e r ,  A l a s k a  9 9 6 0 3  ( 9 0 7 )  2 3 5 - 8 0 7 6

F / V  K a m i s h a k  Q u e e n

M y  e x p e r i e n c e  w i t h  i n s u r a n c e  c o m p a n i e s  h a s  n o t  b e e n  g o o d .  W e  

h a v e  n e v e r  h a d  a  c l a i m .  B o b  T r e m a i n  m a i n t a i n s  h i s  b o a t s  v e r y  w e l l .  

W e  t a k e  g r e a t  c a r e  a n d  a  g o o d  d e a l  o f  t i m e  p r e p a r i n g  f o r  a n y

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

W e  i n f o r m e d  o u r  i n s u r a n c e  b r o k e r  o f  t h i s  v e n t u r e  3  m o n t h s  b e f o r e  

w e  w e r e ' a c t u a l l y  a b l e  t o  l e a v e  o n  o u r  f i r s t  b l a c k  c o d  t r i p .

" T h e r e  w a s ' n t  a n y  p r o b l e m "  a c c o r d i n g  t o  a l l  t h e  m a n y  t e l e p h o n e  

c o n v e r s a t i o n s  w e  h a d  w i t h  t h e  i n s u r a n c e  b r o k e r .  W e  c a l 1 e d  t o  i n f o r m  

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

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

g a v e  u s  1 5  d a y s  t o  f i n d  n e w  c o v e r a g e  o r  f i s h  w i t h  n o  i n s u r a n c e .

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

W e  h a d  i n f o r m e d  t h e m  3  m o n t h s  i n  a d v a n c e  o f  t h e  c h a n g e s  i n

f i s h i n g  i n d u s t y ? s k i p p e r  a n d  f i s h i n g  g r o u n d s .  W e  w e r e  s t i l l  c h a r g e d  

f o r  c a n c e l l a t i o n  o f  t h e  p o l i c y .  D o e s  t h a t  s e e m  f a i r ?  N o t  t o  u s .  

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

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

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

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

o u r  i n s u r a n c e  c o m p a n i e s .  F i s h i n g  i s  v e r y  f r u s t r a t i n g  a n y w a y ,  

w e  d o n ' t  n e e d  i n s u r a n c e  h a s s l e s  t o o .

s e a s o n .  W e  r e c e n t y  r e r i g g e d  o u r  v e s s e l  ' K a m i s h a k  Q u e e n '  f r o m  a

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



T h i s  a r t i c l e  i s  a  c o p y  t a k e n  f r o m  t h e  N o v e m b e r  i s s u e  o f  P a c i f i  

F i s h i n g  M a g a z i n e  a n d  i t  s u g g e s t s  t h a t  i n s u r a n c e  r a t e s  w i l l  b e g i n  

t o  d r o p  d o w n  i n t o  t h e  4  t o  5  p e r c e n t  r a n g e  i n  J a n u a r y  1 9 8 5 .  F r o m  

t h e  m a n y  i n s u r a n c e  c o m p a n i e s  I  s p o k e  w i t h  r e c e n t l y  t h i s  i s  n o t  t r u  

r a t e s  a r e  e x p e c t e d  t o  r e m a i n  i n  t h e  5  t o  1 0  p e r c e n t  r a n g e .  F u r t h e r  

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

i n s u r a n c e  m a r k e t s ,  a s  s t a t e d .

<D 
•
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H o w  T o  S u r v i v e  t h e  

I n s u r a n c e  S q u e e z e

A ini' ill the other crises facing 
fisln* is more serious than

it crisis in insurance. Insur­

ance companies now consider the fish­

ing iiidii'M > m o  great of a risk and 

many will no longer provide hull and 

machinery and protection and indem- 

mi v insurance al any price. There are 

hundieds ol stores of fishermen who 

arc unable in :md insurance for their 

boats Consider these:

An Oirgon fisherman with 20 years 

of experience and no insurance losses 

tried to .eel S.Tdu.OwiI of insurance. His 

Imai is win th i I million, hut he decided 

In ins in e al the hate minimum, lie 

wanlid to take hi- SO-fool crahher In 

tin IVihilnls. When that fact hecame 

f.imwn In could not find any insur- 

aiice

Tnke a well known king crabber 

It• >tn Seattle. He was lucky and able to 

find somebody tocoverhiiv "hecost is 

w I;.it hurl. Where he had p.pd a bit over 

s>.o non ;i u-w years ago. the insurance 

Companiev now ipmie him an insur- 

atlCe premium of over $200.UO0 for the 

same level of hull and P it 1 coverage.

Although these bin boats offer the 

most dramatic examples of the current 

insurance crisis, brokers up and down 

the coast report that all fishing vessels 

are suffering dramatic escalation in 

lheir insurance costs.

; No Domestic Carriers
j As of early September, there were al 

1 the most two domestic carriers that 

i would even consider insuring West 

j Coast commercial fishing vessels. This 

has meant that brokers must goto for­

eign carriers, principally located in Lon­

don. to Imd enough insurance for their 

fishermen i licnts.

Why are the insurance companies 

afraid of the fi'hing industry? The rea­

son is simple: they’ve lost a lot of money 

I the last few years, particularly on Alas- 

j kail crabbers. In many instances, the 

| insurance premiums paid hardly came 

| close pi mail htng the amount of losses 

| claimed.

Al the picsriil lime, a large Alaskan 

! i rubber can find enough insuranceenv- 

j cragc tnei|iial about $2.!} million. This 

insurance comes from three sources, 

hrst, .<1 mil In m  | nun London carriers. 

Second, .?l million from insurance 

pools, j hiid. .>.((iii.tHK) from a couple*of

domestic carriers.

This sounds like plenty of insurance 

at first glance, but the average Alaska 

king crabber has a value of SI.5 million 

tu Sif million. In other words, there is 

not now enough insurance capacity to 

fully cover most crabbers.

The current squeeze does not only 

affect boats that fish Alaska. That used 

to be the case. According to most brok­

ers, the new demarcation is not geo­

graphic but monetary. Any vessel val­

ued al more than S300,000 will have a 

difficult lime finding adequate insur­

ance coverage no matter where the 

boat fishes. Those vessels worth less 

than SHOO,000 may be able to obtain ade­

quate coverage but only at rather exor­

bitant rales.

A Solution Comes
The current rate structure ranges 

between Til'/ percent and 10 percent of 
the value of the boat. The more losses 

you have had in the past, the higher the 

rate you’ll have to pay. And, again, no 

one company at the present time will 

assume the lota! risk. That means that 

your broker must shop among several 

carriers until the total risk is assumed.

Must brokers expect this situation to 

ease within the next several months. 

The fact that the London carriers are 

willing to lake even some risk on fish­

ing vessels is a good sign. In the past. 

U.S. insurance carriers have followed 

the lead of the. London carriers. In 

other words, look for the domestic in­

surance companies to re-enter the com­

mercial fishing market.

When will they come back? Esti­

mates range from this month to Janu­

ary 1985.

What about the rates then? They 

will be lower than now, according to 

most observers. Look for premiums 

ranging between 4 percent and 5 per­
cent . This may not be as good as the 2 

percent to 3 percent of a few years ago, 

but they are far more palatable than 

the current rates.

10 Aclions To Take

ink

gel

nee

’here are several actions you can 

e to increase the chance that you’ll 

all the coverage you need when you 

d it.

. Investigate any possible source of 

insurance. Keep your car tuned to 

any rumors. Admittedly, your 

broker will probably know what's 

available, but never assume any­

thing.

2. Use a major insurance broker. If 

you use an established broker 

w h o ’s familiar with the fishing 

industry, you’ll have a better 

chance of Anding what insurance 

is available.

3. Get tenure with your broker. In 

other words, find a good broker 

and stay with him. Don't switch 

brokers for trivial reasons or a 

rate that's only marginally lower 

than your preset" rate. If you de­

velop loyalty in your broker, your 

broker will work harder to find 

the insurance you need.

•I. Join a pool. Lay the groundwork 

now to gel into a pool.

5. Join a fleet, Boats in a fleet have a 

better chance of getting insur­

ance. What's a fleet? Simply a 

group of boats that work the same 

area, or work for the same pro­

cessor, or have some loose bond 

among them.

6 . Cut your insurance to coveryour 

equity, not the full value of your 

boat.

7. Have a good record. The fewer 

accidents, the fewer insurance 

claims, the better risk you are.

8 . He an owncr-operator. Absentee 

owners or investor-owners are not 

looked upon favorably by insur­

ance companies. The skippers of 

these boais change too often. The 

insurance company feels more se­

cure if you are sharing the risk, 

and as an owner-operator you do.

9. Get an up-to-date, ouf-of-watcr 

survey of your boat. This will pro­

vide the basis for a realistic valua­

tion of your boat.

10. Accept a larger deductible where 

possible. Some fishermen "have 

even gone so far as to accept "total 

loss risk." In other words, the 

boat is covered only if it is a total

• loss.

Be urcnut lopnnicin thelight insur­

ance market. Don't jump at a deal that's 

too good to he true. Probably it isn’t 

true. Be sure that '.he insurance you get 

is good insurance tst-e Ihcific Fishing, 
Febmarv 198-1).

Pacific Fishing uvitli/ like to I lunik the. 
following brokers for help in preparing 
this lincj look ot insuranre: I)an lUickley 
of b illo w  Haynes, -1201 2 1 st A tenuc 
Bex/. Smith:.' H A  ihHDAJ. I20HI2S2- 
1 1 5 2 ; anti Turn Orspell of Durham «!: 

Dates, ,'1,'ill S. If. (>lh Avenue. I'urtlund, 
o n  i17201. ir> (i:ijsss:r>r>27. □

 ̂Pacific Fijhlog/Novembef 1984 17



A L A S K A  S T A T E  L E G I S L A T U R E  
H O U S E  O F  R E P R E S E N T A T I V E S  

R E S E A U T H  A G E N C Y

P o u ch  Y. S ta le  C a p i to l 
J u n e a u , A la sk a  99811 

(907) -165-3991

November 5‘, 1984

MEMORANDUM

TO: Representative Fred Zharoff

FROM: Sharman HaleyOIIUIIIIUII lin I CJ «■--- ---—y
Le g is la t ive  Analyst—"''̂

RE: Vessel Insurance in Crab F i sh er ie s
Research Request 85-034

—  L i sa  Weissler of y o u r -s ta f f  asked us for  h i s to r i c a l  information on the - 
insurance market for crab boats. She al so asked what actions might 
make insurance cheaper and eas ie r  to purchase. I contacted representa­
t i ves  of fishermen's organizat ions, the marine insurance industry,  and 
the State Division of Insurance for information. I found that they a l l  
are concerned about the current shortage of crab vessel insurance, but 
have no immediate solut ions to suggest. Their  assessments are provided 
below, along with a number of longer range pol icy  options. I have also  
attached an a r t i c l e  from the November issue of Pa c i f i c  Fishing which 
makes several sp e c i f i c  recommendations to fishermen seeking insurance 
coverage.

Fi ve years ago there were several surplus c a r r ie r s  underwriting marine 
insurance for the Alaska crab f leet  at a premium rate of 7 to 8 percent 
of the insured v a lu e .* The largest c a r r i e r  was Lloyd's  of London. In 
1981 or so, when the high value crab boats flooded the market, the 
Insurance Company of North America (INA) sought to t i e  up the crab 
market by dropping th e i r  rates to 1.5 to 4 percent ,2 depending on the 
vessel and operator. The other c a r r i e r s ,  who had been losing money 
even at 8 percent, pulled out. In 1982-83, INA reportedly collected  
$3.5 mi l l i on in premiums and incurred $34 mi l l i on  worth of losses on

^Surplus c a r r ie r s  are not "admitted" or regulated by the State. They 
can only offer  c lasses  of insurance, such as marine, which are not, 
read i ly  ava i lab le  through admitted c a r r i e r s .

?At th i s  rate they were not expecting any p ro f i t  on th e i r  underwrit­
ing.  Their strategy, ca l led  "cash flow underwriting,"  was to earn 
p ro f i t s  on the ir  investments before claims had to be paid.

Overview

—  Vessel Insurance Report
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marine insurance. Twelve to thirteen big boats sank that year ,  approxi­
mately one out of seven in the f le e t .  The best known of these were
the Americus and A l t a i r  which rol led over with a load of pots in f a i r  
weather conditions i r  ^erch of 1983. Following these heavy losses INA 
pulled out of marine in ur.ance for large vessel s ,  canceling many p o l i ­
c ies  on 30 days notice .  The other ca r r ie rs  are reluctant  to n e n te r  
the market in l i ght  of the recent loss experience.

All the f i s h e r ie s  nationwide are current ly  experiencing substantial  rate 
increases for marine insurance but none i s  harder h it  than the Bering 
Sea and Aleutian crab f l e e t .  Several of the boats were not able to leave 
port th is  year for lack of insurance. The big trawlers th a t  f i sh the 
Bering Sea and Aleutians are also having some d i f f i c u l t y  getting insur­
ance. The smaller crab boats that f i sh inside waters can get insurance,
but some have reported prohib it ive  premium rates .  Premiums on a 
$575,000 Southeast seiner/crabber jumped from $18,000 in 1983 to 
$43,000 in 1984.--------------------------- -------------  -----------

The current insurance crunch in the crab f ishery  i s  d i r e c t ly  related to 
the boom/bust cycle  of king crab. The boom in the l ate seventies fos­
tered the construction of a f leet  of m ult i-mi l l ion  dol l ar  vessels .  The 
bust in the la s t  two seasons has rad ic a l ly  shortened the season and made 
i t  d i f f i c u l t  for the big boats to cover mortgage payments and operating 
expenses. There i s  more pressure on the boats to f i sh every hour, re­
gardless of weather, and to transport a l l  the ir  pots in one load to 
minimize travel time. Experienced skippers and crew who expect high 
returns are leaving the f ishery  and being replaced by less  experienced 
operators and crew. Vessel maintenance i s  being shorted. Vessels are 
being converted to trawl part-time, which r a d ic a l l y  changes th e i r  s ta ­
b i l i t y  c h a r a c t e r i s t i c s .  Market values for the vessels  have dropped 
r ad i c a l l y ,  in many cases below the outstanding mortgage balance. There 
are rumors that some vessels  have been de l iberate ly  sunk to c o l le c t  the 
insurance. All  these factors contribute to the high losses in recent 
years ,  and the consequent tightening of the insurance market.

High losses have al so fostered a renewed concern for safety .  A F i s h ­
ing Industry Safety and Health Conference has already been planned for 
December 12, 1984, in Seatt le .  Sponsoring organizations include North 
Pac i f i c  Vessel Owners Association,  Association of Marine Underwriters 
of Seatt le ,  National Fisherman, and National Marine F ish e r ie s  Service ,  
N0AA. (For more information contact National Marine F ish e r ie s  Serv ice ,  
N0AA, FNWR2, 7600 Sand Point Way N.E. ,  Seatt le ,  WA 98115).

S t a b i l i t y  studies are being conducted at the Univers i ty  of Washington 
to analyze the causes of the vessel s inkings. The finding so far i s  
that the problem is  not primari ly  one of design, but human error .  The 
operators often don't understand the s t a b i l i t y  ca lcu lat ion  tables and
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don't use them properly when loading the ir  boats. Small boats are not 
as much of a problem because they are more responsive and easier  to judge 
by feel .  More information on s t a b i l i t y  problems is  now being published 
in f ishing journa ls .  As renewed safety consciousness permeates the 
f l e e t ,  fewer losses should eventually t rans la te  into lower premium 
rates and more underwriting capaci ty .

Most insurance c a r r ie r s  are not very fam i l ia r  with the fishing industry.  
The Alaska insurance brokers I spoke with f e l t  that the premium increases  
on the small crab boats are not j u s t i f i e d  by the-lr loss experience; they 
are simply getting caught up in the same insurance net with the big 
boats. They al so believe that underwriting losses could be substantial­
ly reduced i f  the c a r r ie r s  paid more attention to the age, experience, 
and pract ices  of the operator.  Owner-operators have s ig n i f ican t ly  
fewer losses than absentee owners. The Alaska-based f le e t  also has 
substant ia l ly  fewer losses than the Seattle-based f le e t .

Several c a r r ie r s  are writing marine insurance, but the coverage i s  
l imited due to the shortage of reinsurance. Brokers I spoke with have 
been able to piece together as much as $1 mi l l ion worth of coverage 
through several insurance c a r r i e r s .  The only firm that wi l l  underwrite 
Bering Sea crabbers presently i s  Lloyd's of London, and that too is  
d i f f i c u l t  to obtain. Brokers are currently  negotiating with other 
c a r r ie r s  to enter the market.

Limited amounts of insurance i s  also ava i lab le  to fishermen who quali fy  
through the four Seattle-based pools. The pools are insurance coopera­
t ives  in which any premiums in excess of losses are redistr ibuted to 
the members. Premium rates are 5 percent. To be admitted to a pool ,"a 
fisherman must be recommended in writing by three members and approved 
by the board. The pools are very conservative about who they admit, 
since the members' money i s  d i r e c t l y  at stake.  Pool members also s tr ive  
to reduce losses by policing each other's  safety pract ices and helping 
each other out in r isky  s i tuat ions .  One of the pools,  United Marine 
Fund, experienced no losses in 1983 and was able to refund 100% of 
members' premiums. Between the four pools, $1 mi l l ion worth of cover­
age i s  ava i l abl e .  Pool members are also more l i ke l y  to get insurance 
through a c a r r i e r ,  as they are regarded as a better r i s k .

POLICY OPTIONS AND PROSPECTS

1. Let the market take care of i t .  Brokers seeking new sources 
of marine coverage are currently  negotiating with insurance 
c a r r i e r s .  I f  the price  is  r igh t ,  c a r r ie r s  wi l l  reenter the 
market. Several of my contacts mentioned that the reinsurance 
market is  improving again and predicted that within the next
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few months c a r r ie r s  wi l l  reenter the marine insurance market. 
For the big crab boats, they are predict ing premium rates of 
about 14 percent. There wi l l  l i ke l y  be a d i f f i c u l t  period of 
economic readjustment, and some boats may find that f ishing  
i s  uneconomical. .

2. Organize a pool. To establ ish  a pool in Alaska,  ten or more 
people need to incorporate and organize as a reciprocal insurer  
under AS 21.75. Or, i f  AS 21.75.330 were amended to al low mar­
ine insurance coverage, the incorporators could organize as a 
cooperative insurer ,  which is  a l i t t l e  e a s ie r .  A subst i t i a l  
amount of capita l  would be needed to get s tarted, and tht pool 
would have to be very conservative in i t s  membership and cover­
age unt i l  i t  was firmly estab l ished .3

3. L e g i s la t i v e ly  create a pub l ic  corporation to issue marine i n ­
surance, akin to the Medical Indemnity Corporation of Alaska 
which provides medical malpractice insurance. One potential  
problem in th is  approach is  that the most knowledgeable people 
to review applicat ions for coverage are other fishermen in the 
same f ishery .  These indiv iduals  may have d i f f i c u l t y ,  however, 
in turning down th e i r  fr iends and neighbors. This i s  less  
of a problem in pools because the reviewers have a personal 
f inanc ia l  stake in minimizing losses.

4. Improve the safety record of the f l e e t .  Lowering losses wi l l  
make the market more a t t rac t iv e  to insurance c a r r i e r s ,  as well

 as save ITves.  For t h i s ,  fisherman education i s  basic .  The
upcoming conference i s  a good s t a r t .  More could be done 
through fishermen's publicat ions and organizat ions.

5. Management changes aimed at lessening the time and load pres­
sures on fishermen might al so help fishermen f i sh more safe ly .  
The National Council for Fishing Vessel Safety and Insurance 
in Washington D.C.  i s  conducting a fe d era l ly  funded study on 
the safety impact of f i sh management p o l i c i e s .  A s im i la r  
study could be done for Alaska. Po licy  changes that could be 
examined include re-establ ish ing the bai t  up period, timing 
openings and closures to avoid fish ing in bad weather, i n s t i ­
tuting pot l i mi t s ,  or l imi t ing the number of boats in the 
f ishery to the point that seasons can be lengthened.

3A pool may make the remaining market less a t t r a c t iv e  to c a r r i e r s ,  how­
ever,  as pools cream off  the good r i sks  and leave the bad for the c a r ­
r i e r s .
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6. Hiring larger vessel s to transport the pots to and from the 
grounds would help prevent overloading and improve safety .  
One freighter could serve a whole f leet  of Bering Sea crabbers.

7. Provide more information to insurance c a r r i e r s .  I f  the c a r r i ­
ers were better able to ~discriminate between good r i sks  and 
bad r i s k s ,  they might be more wi l l i ng to underwrite marine 
insurance. A study of r i sk  factors  could be funded by govern­
ment or industry.

8. Fishermen engaged in jo in t  ventures with foreign companies 
might be able to purchase insurance through th e i r  foreign 
partner.

9. Protection and indemnity insurance problems, whi le not as 
severe as hull insurance problems, could be addressed through 
Congressional action amending the Jones Act to in s t i t u te  
l i a b i l i t y  l im itat ions or establ ish  a workers' compensation 
type program.

* * * *

I hope this  memorandum answers your questions. I f  you would l i ke  me to 
examine any of these (or other options) in more d e t a i l ,  please contact 
me,

SH

Attachment



j H o w  T o  S u r v i v e  t h e  

I n s u r a n c e  S q u e e z e

Aui'im.' :ill tin- other crn-es luting 

j li'ln imt’ii. none is more serious than 

tile current crisis in insurance. Insur­

ance companies now consider the fish 

ing industry too ureal of a risk and 

many will no longer provide hull and 

machinery and protection and indem­

nity insurance at a m  price. I here are 

hundreds of stories of fishermen who 

are unable to Imd insurance for their 

boats. Consider these:

An Oregon fisherman with 20 years 

of experience and no insurance losses 

tried to gel ■Sabd.lHJU of insurance. Ilis 

boat is worth SI million, but he decided 

to insure at the bare minimum. He 

wanted to lake his SO-foot crabber to 

-tlte-l’ribilofs. When that fact became- 

known, he could not find any insur­

ance.

Take a well-known king crabber 

from Seattle. He was lucky and able to 

find somebody to cover him. The cost is 

what hurt. Where he had paid a bit over 

SiSO.ouu a lew years ago. the insurance 

companies now quote him an insur­

ance premium of over $3UU.00l) for the 

same level of hull and 1* &  I coverage.

Although these big boats offer the 

most dramatic examples of the current 

insurance crisis, brokers up and down 

the coast report that all fishing vessels 

arc suffering dramatic escalation in 

their insurance costs.

No Domestic Carriers
As of early September, there were at 

the most two domestic carriers that 

would even consider insuring West 

Coast commercial fishing vessels. This 

has meant that brokers must go to for­

eign i arriers. principally located in Lon­

don. to find enough insurance for their 

fishermen-clients.

W h y  are the insurance companies 

afraid of the fishing industry? The rea­

son is simple: they’ve lost a lot of money 

t he last few years, particularly on Alas­

kan crabbers. In many instances, the 

insurance premiums paid hardly came 

close to matching the amount of losses 

claimed.

Al the present time, a large Alaskan 

crabber can find enough insurance cov­

erage to equal about $2.3 million. This 

insurance comes from three sources, 

hirst, SI million from I.ondon carriers. 

Second, SI million from insurance 

pools. I lord, $300,000 from a couple of

| domestic cm ru-rs

i Thi-s sounds like pleiit s ol him name 

al lii'si g|,-in. e, lull the average Alaska 

king crabber lias a value of SI.a million 

io S3 million. In other words, there is 

hi it mi'.v enough insurance capacity to 

lulh cover most crabbers.

The current squeeze does not only 

affect boats that fish Alaska. That used 

to be the case. According to most brok­

ers, the new demarcation is not geo­

graphic hut monetary. Any vessel val­

ued at more than $300,000 will have a 

difficult time finding adequate insur­

ance coverage no matter where the 

boat fishes. 'Those vessels worth less 

t ban $.300,000 may he able loobtain ade­

quate coverage but only at rather exor­

bitant rales.

A Solution Comos
 The current rale.structure ranges

between 5Pz percent and 10 percent of 

the value of the boat. 'The m o re losses 

you have had in the past, the higher the 

rate you’ll have to pay. And, again, no 

one company at the present lime will 

assume the total risk. That means that 

your broker must shop among several 

carriers until the tctal risk is assumed.

Most brokers expect this situation to 

case within the next several months. 

The fact that the London carriers are 

willing to take even some risk on fish­

ing vessels is a good sign. In the past, 

U.S. insurance carriers have followed 

the lead of the London carriers. In 

other words, look for the domestic in­

surance companies to re enter the com­

mercial fishing market.

When will they come back? Esti­

mates range from this month to Janu­

ary 11)85.

What about the rales then? They 

will he lower than now, according to 

most observers. I-ook for premiums 

ranging between -1 percent and 5 per­

cent. This may not be as good as the 2 

percent to 3 percent of a few years ago. 

but they are far more palatable than 

the current rates.

10 Actions To Take
There are several actions you can 

lake to increase the chance that you'll 

get all the coverage you need when you 

need it.

1. Investigate any possible source of 

insurance. Keep your ear tuned to 

any rumors. Admittedly, your 

broker will probably know what's 

available, but never assume any­

thing.

2. I'se a maim’msurann-brnki i. It 

you use an established broker 

who's familiar with tin- fi-lnng 

industry, you'll h a w  a In-tier 

chance of finding what mMirainv 

is available.

3. (let tenure with yuur bmk.-i In 

other words, find a good Ikm'mt 

and stay with him. Don't swu. ii 

brokers for trivial reasons or a 

rate that's only marginally lower 

than your present rate. If you de­

velop loyalty in your broker, your 

broker will work harder to find 

the insurance you need.

4. Join a pool. Lay the groundwork 

now to get into a pool.

5. Join a fleet. Boats in a fleet have a 

belter chance of getting insur­

ance. What's a fleet? Simply a 

group of boats that work the same 

area, or work for the same pro- 

cessor, or have some loose bond 

among them.

6 . Cut your insurance to cover your 

equity, not the full value of your 

boat.
7. Have a good record. The fewer 

accidents, the fewer insurance 

claims, the better risk you are.

8 . Be an owner-operator. Absentee 

owners or investor-owners are not 

looked upon favorably by insur­

ance companies. The skippers of 

these boats change too often. The 

insurance company feels more se­

cure if you are sharing the : isk, 

and as an owner-operator you do.

9. Get an up-to-date, out-of-water 

survey of your boat. This will pro­

vide the basis for a realistic valua­

tion of your boat.

10. Accept a larger deductible where 

possible. Some fishermen have 

even gone so far as to accept "total 

loss risk." In other words, the 

boat is covered only if it is a total 

loss.

Besure not topanicin tlietight insur­

ance market. Don't jump at a deal that's 

too good to be true. Probably it isn’t 

true. Besure that the insurance you get 

is good insurance (see Dicific Fishing,
February 1984).________________________

Pacific Fishing would like lo thank the 
following brokers for help in preparing 
this brief look at insurance: Fan Buckley 
of I j i B o w  Haynes, ‘ 1 2 0 1  2 1st A renac 
West. Seattle, IP/1 9 81 9 9 . (206)282- 
1 152 ; and Toni Caspell of Durham <Ji 

Bates, 3 2 0  S. IP. 6tli Avenue, Portland. 
OR 9 7 2 0 4 . (503 )888-5527 . (2
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Chairman's Information:

1) SCR 20: "Relating to insurance on f ish ing vessels"

a) Introduced: Sen Zharoff, E l iason ,  P. F ischer

b) Co-Sponsors:

2) INTENT: The purpose of th is  le g is la t io n  i s  to encourage marine
insurance a v a i l a b i l i t y  at competetive rates.  This res ­
olution requests the Governor to d ire c t  the Di vi s i on of 
Insurance to conduct a study which w i l l  provide marine 
insurance underwriters with information concerning f i s h ­
e r ie s  management and safety .

This resolution requests the study to include i d e n t i f i ­
cation of factors contributing to vessel safety and to 
make recommendations to achieve safer  vessel operations.

Findings of th is  study are to be reported to the Leg is­
la ture  and the Board of Fish so they may consider the
adoption of safety regs that address the cost and a v a i l ­
a b i l i t y  of marine insurance.

FISCAL NOTE: $75.0 from the Divis ion of Insurance
NOTE:

3) ADDITIONAL REFERRALS: Needs a Finance referra l

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for  further  review?
c) Move from Committee?
d) close public hearings?

6) COMMITTEE ACTION:
a) amendments?
b) CS adoption?



i\lv Introduced: 4/12/85
Referred: Labor & Commerce
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BY ZHAROFF, ELIASON 
AND P.FISCHER

SENATE CONCURRENT RESOLUTION NO. 20 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION

Relating to insurance of fishing v es­

sels .

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the cost of marine h u lJL. insurance forf pr-aih fcrawlr; SHd

diversified seine^fishing ypr-se-TsTJin the state is prohibitively expensive,

10 and often this insurance is only available in part or not available at all;

11 and

12 WHEREAS this problem occurs statewide and is preventing vessel owners

13 from diversifying into other fisheries and in some cases preventing vessel

14 owners from fishing; and

15 WHEREAS this situation has resulted primarily from the high number of

16 fishing accidents in recent years; and

17 WHEREAS the high number of accidents has resulted in tragic and in

18 almost all cases, avoidable instances of loss of life; and

19 WHEREAS underwriters of marine insurance in the state have ceased

20 issuing policies of insurance for this type of risk due to this situation;

21 and

22 WHEREAS many marine insurance underwriters are not familiar with the

23 fishing industry and the causes of fishing accidents;

24 BE IT RESOLVED by the Alaska State Legislature that the Governor is

25 requested to direct the Department of Commerce and Economic Development,

26 division of insurance, to conduct a study to provide the underwriters of

27 marine insurance in the state with information concerning fisheries

28 management and safety that will encourage them to make insurance available

29 at competitive rates; and be it

•1 - S C R  20
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FURTHER RESOLVED that the study

(1) quantify the contribution ' of operator factors and 

nonoperator factors, such as weather;

(2) identify which of these operator and nonoperator factors

could be reduced by changes in fisheries management policy;

(3) identify specific '’ypes of safety problems;

(4) determine the viability of a statewide or industry insurance

p o o l ;

(5) make recommendations designed to achieve safer vessel

operations; and be it

FURTHER RESOLVED that the findings of this study be reported to the

h ^  /' P iV
Alaska State Legislature and I to the’̂taJ^e^oara^i-Ei&heraes '• so that they

may consider adoption of safety regulations that address the factors

causing an increase in the cost of marine insurance.

SCR 20 -2-
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STATE OF ALASKA 1985 LEGISLATIVE SESSION 
 - FISCAL NOTE.----------------------------------------------

Revision Date:

REQUEST FISCAL DETAIL
bi 11/Resolution No. : SCR 20_______  agency a r rec ied :________ Commerce & Econ. Dev.
T i t l e :  Relating to Insurance Program Category Affected:_____________________

of Fishing Vessels  Consumer Protection _________________
Sponsor: Zharoff_______________________  BRU, Program or Supprogram(s) Affected:
Requestor:__________________________________   Insurance______________________ _
Date of Request:_________________________  _________________________________

EXPENDITURES/REVENUES: (Thousands of Do l lars !
Mf bb r ) bo | F I 0/ FY 8b FY 89 FY 9U

OPERATING 1
luu rcrisiiNAL StAV'ICFS 1
200 TRAVEL 1
300 CONTRACTUAL 75.0 1
^00 SUPPLIES 1
500 EQUIPMENT 1
500 LAND & STRUCTURES 1
700 CRANTS, CLAIMS 1 >
300 MISCELLANEOUS 1

TOTAL OPERATING -0- 75.0 1 -0- -0- -0- -0-

LaPifrtL I_____________ I J ___________  i I I

REVENUE i I i

FUNDING: (Thousands of Dollars!
uCi«Lr\nu rum; 1 75 n 1 ! I i
FEDERAL FUNDS 1 1 1 1 1
OTHER 1 1 1 1 1
TOTAL ' 75 n i I i i

pns jrrnNF:
r'jLL- I ir.c. 

3ART -T1 ME 

TEMPORARY

! _n_ 1 1

1 1 1
1 1 1

ANALYSIS: Attach a separate page i f  necessary

,  P iPrepared By: John George, D irector i a l  W  Phone: 465r-2515
Divis ion : Insurance------------------------- x A ------Hate: ,y-c

i \  /  ■ /
Approved by Commissi oner ̂ "toren H. Lounsbury  i Date: </ / u j  /y=v—
Agency:______________Commerce and Economic Development

Distr ibut ion (by Agency preparing f i s c a l  note):
Leg is la t ive  Finance . •
Leg is la t ive  Sponsor 
Requestor
Off ice of Management and Budget 
Impacted Agency(ies) _

2 2 1 3 W 4 2 4 8 5 a  F i s c a l  n ° t e




