


T E S T I M O N Y  T O  S E N A T E  T R A N S P O R T A T I O N  C O M M I T T E E

S B  458 

M a r c h  5, 1986

C h a i r m a n  C o g h i l l  a n d  m e m b e r s  o f  the S e n a t e  

T r a n s p o r t a t i o n  C o m m i t t e e ,  m y  n a m e  is B o b  J a c o b s e n  a nd  I a m  h e r e  

t o d a y  as P r e s i d e n t  o f  t h e  A l a s k a  Air C a r r i e r s  A s s o c i a t i o n .  I 

w o u l d  l i k e  to t h a n k  y o u  for y o u r  w i l l i n g n e s s  to d e a l  w i t h  t h e s e  

s m a l l  b u t  i m p o r t a n t  t e c h n i c a l  a m e n d m e n t s  t o  H B  1 3 3  e n a c t e d  l a s t  

y e a r .

V e r y  s i m p l y ,  t h e  b i l l  b e f o r e  y o u  t o d a y  ( S B  4 5 8 )  is 

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

S t a n d a r d s  to a d e q u a t e l y  e n f o r c e  t h e  l a w  w h i c h  r e q u i r e s  c o m m e r c i a l  

a i r  c a r r i e r s  to m a i n t a i n  at l e a s t  $ 1 5 0 , 0 0 0  p e r  s e a t  in l i a b i l i t y  

i n s u r a n c e  ( $ 3 0 0 , 0 0 0  f o r  s c h e d u l e d  c a r r i e r s ) .  S t a t i s t i c s  p r o v i d e d  

t o  y o u  b y  t h e  D i v i s i o n  e a r l y  t h i s  s e s s i o n  i n d i c a t e  a l e s s  t h a n  

s a t i s f a c t o r y  l e v e l  o f  c o m p l i a n c e  b a s e d  o n  th e i n i t i a l  l e t t e r s  of 

n o t i c e  to c o m m e r c i a l  c a r r i e r s .

W e  h a v e  s u b m i t t e d  as p a r t  o f  y o u r  c o m m i t t e e  p a c k e t  a 

s e c t i o n a l  r a t i o n a l e  for e a c h  p r o v i s i o n ,  a n d  if y o u  w i s h ,  I w i l l  

g o  t h r o u g h  e a c h  of t h e  p r o p o s e d  c h a n g e s  w i t h  y o u .

A s  y o u  a r e  a w a r e ,  t h e  f i s c a l  n o t e  f o r  H B  1 3 3  l a s t  

s e s s i o n  w a s  n o t  f u n d e d ,  a c c o u n t i n g ,  in p a r t ,  f o r  l o w  c o m p l i a n c e  

to d a t e .  T h e  G o v e r n o r  h a s  r e q u e s t e d  a b o u t  $ 1 0 0 , 0 0 0  in h i s  F Y  87 

o p e r a t i n g  b u d g e t  fo r t h i s  p r o g r a m ,  a n d  w e  u r g e  y o u  to s u p p o r t  th e  

r e q u e s t .



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

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

W h i l e  we  m a i n t a i n  o u r  s t r o n g  s u p p o r t  for t h e  m i n i m u m  i n s u r a n c e  

r e q u i r e m e n t s  as a c o n d i t i o n  o f  b u s i n e s s ,  w e  ar e  h a v i n g  th e  s a m e  

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

i n d u s t r i e s .  W e  h a v e  l o s t  s e v e r a l  m e m b e r s  d u r i n g  t he  l a s t  y e a r  

d u e  to b a n k r u p t c i e s  or f a i l u r e  to o b t a i n  i n s u r a n c e  at r a t e s  w h i c h  

w c u l d  p e r m i t  an  o p e r a t i n g  p r o f i t .  O t h e r s  a r e  o n  t h e  v e r g e  o f  

c o l l a p s e .

If y o u  w a n t  to h e l p  m a i n t a i n  v i a b l e  a i r  t r a n s p o r t a t i o n  

in  t h e  f u t u r e ,  w e  s t r o n g l y  u r g e  y o u r  s u p p o r t  o f  S B  3 7 7  t h i s  

s e s s i o n .

T h a n k  y o u  for t h e  o p p o r t u n i t y  to t e s t i f y ,  a n d  for y o u r  

a t t e n t i o n  to o u r  c o n c e r n s .



A m e n d m e n t  1 (S ec. 4 2 . 3 0 . 2 0 0 ( c ) )  s p e c i f i c a l l y  a u t h o r i z e s  the  

D e p a r t m e n t  o f  C o m m e r c e  to s t o p  a i r c r a f t  f r o m  c a r r y i n g  p a s s e n g e r s  

for h i r e  u n t i l  t h e y  s e c u r e  t h e  m i n i m u m  r e q u i r e d  l i a b i l i t y  

i n s u r a n c e .  It a l s o  a u t h o r i z e s  t he  D e p a r t m e n t  to c o n d u c t  i n v e s t i­
g a t i o n s  if n e c e s s a r y  to f i n d  v i o l a t o r s .

A m e n d m e n t  2 (Sec. 4 2 . 3 0 . 2 0 0 ( e ) )  i n c r e a s e s  t h e  s i z e  a n d  s e v e r i t y  

o f  a f i n e  to an a ir  c a r r i e r  w h o  f l i e s  p a s s e n g e r s  fo r h i r e  w i t h o u t  

f i r s t  s e c u r i n g  t h e  m i n i m u m  i n s u r a n c e  l e v e l s  r e q u i r e d  b y  H B  13 3 

( $ 1 5 0 , 0 0 0  p e r  s e a t ) .  W i t h o u t  a m o r e  s t r i c t  p e n a l t y ,  c a r r i e r s  m a y  
f i n d  it c h e a p e r  to i g n o r e  t he l a w  t h a n  to c o m p l y .

A m e n d m e n t  3 (S ec. 4 2 . 3 0 . 2 2 5 ( b ) )  a l l o w s  t h e  i n s u r a n c e  " c e r t i f i c a t e  
o f  c o m p l i a n c e "  to be p o s t e d  in a v i s i b l e  l o c a t i o n  o t h e r  t h a n  in 
t h e  a i r c r a f t .  T h i s  w o u l d  b e  p a r t i c u l a r l y  h e l p f u l  t o  t h e  j e t  
c a r r i e r s  w h i c h  o f t e n  i n t e r c h a n g e  p l a n e s ,  t h u s  m a k i n g  it d i f f i c u l t  
to p o s t  c e r t i f i c a t e s  in t he  a i r c r a f t .  It w o u l d  a l s o  r e d u c e  th e 

c o s t  of a c e r t i f i c a t e  f r o m  $50 to $25.

A m e n d m e n t  4 (Sec . 4 2 . 3 0 . 2 2 5 ( e ) )  p r o v i d e s  s p e c i f i c  a u t h o r i t y  to 
i s s u e  s t o p  u s e  o r d e r s  if a c a r r i e r  is o p e r a t i n g  w i t h o u t  a s t a t e  

c e r t i f i c a t e  o f  i n s u r a n c e .

A m e n d m e n t  5 ( S ec . 4 2 . 3 0 . 2 2 5 ( d ) )  p r o v i d e s  for  a s p e c i f i c  p e n a l t y  

f or  a c a r r i e r  w h o  f a i l s  to o b t a i n  a c e r t i f i c a t e  o f  i n s u r a n c e  f r o m  

t h e  S t a t e .

A m e n d m e n t  6 ( S e c .  4 2 . 3 0 . 3 8 0 ( 3 ) )  c l a r i f i e s  t h e  d e f i n i t i o n  o f  

a i r c r a f t  to i n c l u d e  r o t o r  d e v i c e s  ( h e l i c o p t e r s ) .
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March 4 , 1986

TO: A l l  Committee Members

FROM: Committee S t a f f

RE: SB 458

T h is  b i l l  adds en fo rcem en t c a p a b i l i t i e s  to  th e  l e g i s la t i o n  passed l a s t  
y e a r  s e t t in g  up in su ran c e  req u irem en ts  and c e r t i f i c a t e s  o f  com p liance 
f o r  a i r  c a r r i e r s .

S e c t . 1 ( c )  a llo w s  th e  Departm ent o f  Commerce and Economic D eve lopm en t, 
D iv i s io n  o f  W eights and M easures to  in v e s t ig a t e  p o s s ib le  v i o la t i o n s  o f  
f i n a n c i a l  r e s p o n s i b i l i t y  re q u irem e n ts . I t  a ls o  e n ab le s  DCEC to  is s u e  a 
s to p  w ork o rd e r  when i t  i s  found  th a t  the a i r  c a r r i e r  i s  in  
non com p lian ce .

S e c t . 2 (e )  d e f in e s  the  p e n a lt ie s  f o r  v i o la t i n g  the  in su ran c e  
re q u irem e n ts . The c u r re n t  p e n a lt y ,  a C la s s  B m isdem eanor, i s  upgraded 
t o  a C la s s  A. The f in e  i s  in c re a s e d  from  a minimum o f  $500 to  a minimum 
o f  $1000  w ith  the  maximum f in e  to  be $5000 p e r  day o f  v i o la t i o n .  The 
f in e  has been capped a t  $ 1 0 ,0 0 0  f o r  each v i o la t i o n .

Sec . 3 amends AS 4 2 .3 0 .2 2 5  (1)) and low e rs  th e  annua l fe e  f o r  the 
c e r t i f i c a t e  o f  com p liance  from  $50 to  $ 25 .

Sec . 4 amends AS 4 2 .3 0 .2 2 5  ( e ) , d e a lin g  w ith  c e r t i f i c a t e s  o f  com p lian ce , 
and a llo w s  the  Departm ent to  in v e s t ig a te  w hethe r an a i r  c a r r i e r  has a 
c e r t i f i c a t e  o f  c om p lian ce . I f  n o t in  c om p lia n c e , the departm ent may 
is s u e  a s to p  w ork o rd e r .

Sec . 5 adds a new su b se c t io n  to  AS 4 2 .3 0 .2 2 5 .  The p e n a lt y  f o r  v i o la t i n g  
the c e r t i f i c a t e  o f  com p liance req u irem en t i s  a C la s s  B m isdemeanor and 
may be f in e d  n o t le s s  than $500 o r  no more than  $ 1 0 0 0 .

Sec . AS 4 2 . 3 0 . 3 8 0 ( 3 ) ,  a d e f i n i t i o n  s e c t io n ,  i s  amended to  add r o t o r  
c r a f t  to  th e  d e f i n i t i o n  o f  a i r c r a f t .



PURPOSE

The purpose o f  the c e r t i  f ico t ion  o f  compl iance o f  a i r  ca r r ie r s  is  to 
provide the assurance that a l l  persons \\>ho carry  passengers or fre ight  
fo r  commercial purposes in tra s tc te  in an a i r c r a f t ,  comply with the 
prov is ions  in AS 42. 30. 200 and /4S 42. 30.225.

These p rov is ions  sp e c i fy  that the id e n t i f ie d  persons procure and 
maintain minimum amounts o f  insurance se cu r i ty  and that the a i r c ra f t  
used fo r  these purposes must be in compliance with federal sa fety  
regu lations .

WHO DOES IT  APPLY TO

AS U2.30.200 s ta te s  that a person ufro ca rr ie s  passengers or fre igh t  
fo r  commercial purposes in trasta te  in an a i r c ra f t  sha ll procure and 
maintou/t s e c u r i ty  as sp ec i f ied . For purposes o f  f i l i n g  with the 
Deportment o f  Commerce and Economic Development, th is  paragraph is  
in terpreted  to mean those a i r c ra f t  operating in tra s ta te  under Federal 
Aviation Administration regulations part 121 and 135.

AS U2.30.225 fu rthe r requ ires that an annual c e r t i f i c a t e  o f  compliance 
be obtained before a person uses an a i r c ra f t  in a i r  commerce.

In de fin ing  the appl icabi I i ty o f  the provis ions o f  AS 4 2.30.200 - 
U2.30.380:

1. "a ir  c a r r ie r "  means a person undertaking to engage in a ir
commerce, ■ whethe d i r e c t ly  or in d ire c t ly ,  or by lease, contract, 
or any other arrangement and whether over reqular or irreau lar  
rou tes ; ' ' '■

2. "a ir  commerce" means carriage by a i r c ra f t  o f  persons or fre ight
fo r commercial purposes or h ire  in in tra s ta te  commerce, including
the carriage by a i r c ra f t  o f  persons or fre ig h t  that move p a r t ly  
by a i r c r a f t  and p a r t ly  by other forms o f  transportation ;

3. " a i r c r a f t "  means a p ro p e l le r  or je t  powered device used or
designed fo r  f l ig h t  in the a i r ;

4. "commercial purposes" means a c t i v i t i e s  fo r  which the person
rece ives  d i r e c t  monetary compensation and does not include
a c t i v i t i e s  incidental to and done in furtherance o f  the persons 
primary business.

5. " f re ig h t"  means conmodi t ie s ,  a r t i c l e s ,  and cargo o f  whatever
nature or value excluding garbage and trash.



REQUIREMENTS

A person v.ho ca rr ie s  passengers or fre igh t fo r  commercial purposes 
in trasta te  in an a i r c ra f t  must maintain the following minimum 
securi ty :

1. $150,000 per seat fo r bod ily  in ju ry  or death in a s ing le  
occurrence; and /

2. $100,000 fo r property damage in a s ing le  occurrence.

Evidence o f  insurance must be f i l e d  with the Department o f  Commerce 
and Economic Development, D iv ision  o f  Measurement Standards, and may 
not be cancelled on less  than 30 days w ritten  no tice  to the D iv is ion  
o f  Measurement Standards. This not i f i c a t  ion o f  cancel lo t  ion must be 
c le a r ly  s ta ted  in the p o l ic y  or endorsement fo r  an insurance p o l ic y  
submitted as proof o f  financia l respons ib i I i ty . This 30 day notice  
period is  measured from the date on which the D iv is ion  o f  Measurement 
Standards rece ives notice .

* .
A person may not use an a i r c ra f t  in a i r  commerce before obtaining an 
annual c e r t i f i c a t e  o f  compliance fo r that a i r c ra f t  from the Department 
o f  Commerce and Economic Development, D iv is ion  o f  Measurement 
Standards. The appIicat ion for the ce r t  i f i c a te  o f  compliance must 
include:

1. proof o f  f inancia l r e sp o n s ib i l i ty  in the amounts prev iously
id e n t i f ie d ;

2;. a copy o f  the Federal Aviation Adm in istra tion 's  a i r  c a r r ie r  
operating c e r t i f i c a t e ,  fo r  each a i r c r a f t ;

3. a Federal Aviation Administration c e r t i f i c a t e  to operate i f  you
are a scheduled a i r  c a r r ie r ;  and' ••

4. a $50.00 annual fee fo r each a i r c ra f t  being c e r t i f i e d .

PROCEDURES

1. Complete an application fo r a c e r t i f i c a t e  o f  compliance.

2. Attach copies o f  a l l  required documents as ou tlined  on the
application .

3. Include the $50.00 annual fee fo r each a i r c r a f t .

4. Ma i I  comp Ie te  appIication 'package to :

D iv is ion  o f  Measurement Standards 
P. O'. Box 111686 
Anchorage, Alaska 99511



INSTRUCTIONS 
APPLICATION FOR 

ALASKA AIR CARRIERS CERTIFICATE OF COMPLIANCE

1. Name o f  the individual making app licat ion.

2. Name o f  business.

3. Mailing address. I f  the operating location is  d i f fe re n t ,  please spec ify .

4. Dote o f  applicat ion.

5. Business telephone number.

6. L i s t  those a i r c ra f t  that are used in tra sta te  in Federal Aviation  
Regulations part 121 and 135 operation. Do not l i s t  those a i r c ra f t  that 
are used in parts  61, 91, and 141 operations.

A i r c ra f t  Descript ion:
Type or a i r c r a r t ;  make and model.

Passenger Configuration:
Number or passengers the a i r c r a f t  is  configured to carry. I f  a i r c ra f t  is  
used fo r  fre igh t only , so designate. (AS 42.30.200(a) requires S 150,000 
per seat fo r  bod ily  in ju ry  o r death and 5100,000 fo r  property damage.)

FAA Reg istra tion  Number:
Federal Aviation a irc ra ft registration number.

7. The total number o f  a i r c ra f t  l i s t e d  in r6. I f  an addendum sheet is  used,
include total from 116 plus tota l from addendum sheet in th is  section .

8. -4S 42.30.225 (a ) . A person may not use an a i r c ra f t  in a i r  commerce before
obtaining an annual c e r t i f i c a t e  o f  compliance fo r  that a i r c ra f t  from the
Department o f  Commerce and Economic Development, D iv is ion  o f  Measurement 
Standards.

-4S 42.30.225(b). The annual fee fo r a c e r t i  f ic a te  o f  compl iance is 
$50.00.

M u lt ip ly  the number o f  a i r c ra f t  l i s t e d  in §7 times $50.00. Place that 
re su lt  in section  08. Enclose that amount with the applicat ion.

9. Attach a copy o f  the Federal Aviation Adm in istra tion 's , A ir  C a rr ie r
Operating C e r t i f i c a te ,  form number 8430-18.

10. Attach a c e r t i f i c a t e  o f  insurance or have the insurance company mail the
cert i f ic a te  d i r e c t .  A te lex  message can be used for temporary 
veri f i c a t  ion while waiting fo r  the o r ig ina l ce r t  i f ic a te .  A cert i f ica te  
o f  compliance cannot be issued without proo f o f  insurance per AS 
42.30.225(1). ' .

11. For State Use Only - Do Not F i l l  In. This form w i l l  be returned to yuu
with th is  section  f i l l e d  in and a l l  required c e r t i f i c a t e s  attached.

ORIGINAL AND ONE COPY OF ALL FORMS TO BE RETURNED TO THE DIVISION OF 
MEASUREMENT STANDARDS
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Sec. H2.30.200. AIR CARRIER FINANCIAL RESPONSIBILITY. (a) A person  

who c a r r ie s  passengers o r fre ig h t  fo r  commercial purposes in tra s ta te  in an 

a i r c r a f t  sh a ll  procure and maintain s e c u r i ty  in the fo llow ing minimum 

amoun t s :

(1) L i a b i l i t y  fo r  bo d ily  in ju ry  or death o f  person -:

____________________A l im it  o f  at least  $150,000 fo r  any one ^erson in any one

occurrence and a l im it  fo r  each occurrence in any one a i r c r a f t  o f  at least  

an amount equal to the sum produced by m u lt ip ly ing  one hundred f i f t y  

thousand d o l la rs  ($150,000) by seventy f i v e  percent (75 percent) o f  the 

to ta l rated seating capacity  o f  the a i r c r a f t .  [$150,000 PER SEAT FOR 

BODILY INJURY OR DEATH IN A SINGLE OCCURRENCE; AND]

(? )  L i a b i l i t y  fo r  lo ss  o f  o r damage to p roperty :

____________________A lim it  o f  at least one hundred thousand d o l la r s  ($100,000)

fo r  each occurrence. [$100,000 FOR PROPERTY DAMAGE IN A SINGLE OCCURRENCE]

(b) Evidence o f  s e c u r i ty  requ ired under (a) o f  th is  sec t ion  sha ll  be 

f i l e d  with the department and must be

(1) a p o l ic y  or c e r t i f i c a t e  o f  insurance issued by an insurer  

acceptable to the department; or

(2) a bond o f  a su re ty  company I i censed to w r ite  su re ty  bonds in 

the s ta t e ;  o r

(3) evidence accepted by the department, showing a b i l i t y  to 

se l f - in s u re ;  or

(H) other s e c u r i ty  approved by the department.

(c )  The department may authorize department personnel to enforce th is  

s e cd o n  and may adopt procedural regu lations necessary to implement th is  

sec t io n .

Coh7mcrc&!s P'Fopo66c{ f o
A S  ‘H - 2 0 . M O ,  ( A - , r

/ ,  s r~r. V  1
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(d) A p o l ic y  o f  insurance, su re ty  bond, o r o ther form o f  s e c u r i ty  may 

not be cancelled  on le ss  than 30 days w r it ten  n o t ice  to the department. 

This requirement must be c le a r ly  s ta ted  in the p o l i c y  o r endorsement fo r  an 

insurance p o l ic y  submitted as p roo f o f  f inanc ia l respons ib i  I i ty under -4S 

9 2 .3 0 .225(a) (1 ) .  The 30 day no tice  per iod  is  measured from the date on 

which the department rece ives  n o t ice .

(e) A person who v io la te s  [ (a )  OF] th is  sec t ion  is  g u i l t y  o f  a c la s s

[B] A misdemeanor and is  punishable by a f in e  o f  not le s s  than [5500]

$1,000 or more than [$1,000] $ 5 ,OOP.

Sec. 92.30.225. CERTIFICATION OF OOMPLIANCE OF AIR CARRIERS. (a) A

person may not use an a i r c r a f t  in a i r  commerce befo re  obtaining an annual

c e r t i f i c a t e  o f  compliance fo r  that a i r c r a f t  from the department. The 

department sh a l l  issue o r renew a c e r t i f i c a t e  o f  compliance upon 

app lica t ion and presentation  o f

(1) p roo f o f  f inanc ia l respons ib i  I i ty  requ ired  under AS

92.30.200; I i
(2) p roo f o f  compliance with Federal Avio+ion Administration  

requirements, and, where app licab le , federa l c e r t i f i c a t io n  fo r  scheduled  

a i r l in e  se rv ic e .

(b) The annual fee fo r  a c e r t i  f i c a te  o f  compliance is  $50. The 

c e r t i f i c a t e  i s  v a l id  fo r  a period  o f  12 months fo llow ing the date o f  

c e r t  i f  ica t ion. The c e r t  i f i c a te  sh a ll  be d isp layed [ON THE AIRCRAFT] so 

that Ft [ I S ]  i s  v i s ib l e  to boarding passengers.

(c )  The department may invest iga te  complaints o r v io la t io n s  o f  th is  

sec t ion  and conduct other in vest iga tion s  that the department considers  

appropriate and advisable to develop informat ion on p o ss ib le  v io la t io n s  o f  

/45 92.30.200 or  /4S 92.30.225 and may, upon completion o f  th is  invest igat ion
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7 where a violation of AS 42.30.200(a) exists, issue a stop use order. [USE

2 OF AN AIRCRAFT IN AIR COVMERCE BEFORE OBTAINING >4 CERTIFICATE OF COMPLIANCE

3 REQUIRED UNDER (a) OF THIS SECTION MAY BE CAUSE FOR DENIAL OF THE

A CERTIFICATE]

5 (d) A person who violates th is section is g u ilty  o f a class B

6 misdemeanor and is punishable by a fine  o f not less than $500 or more than

7 $1,000. [A PERSON WHO HAS OBTAINED A CERTIFICATE TO USE AN AIRCRAFT IN AIR

8 COMMERCE FROV THE ALASKA TRANSPORTATION COMMISSION BEFORE THE EFFECTIVE

9 DATE OF THIS ACT IS NOT REQUIRED TO OBTAIN A CERTIFICATE OF COMPLIANCE

10 UNDER (a) OF THIS SECTION UNTIL THE DATE THE INSURANCE POLICY FOR THE

11 AIRCRAFT IS RENBVED]

12 (e) The department may authorize department personnel to enforce this

13 section and may adopt procedural regulations necessary to implement th is

1H section.

15

16 Sec. 42.30.380. DEFINITIONS. (a) In AS 42.30.200 -  42.30.380,

17 (1) "a ir  c a r r ie r "  means a person undertaking to engage in a i r

18 commerce, whether d ire c tly  or in d ire c tly , or by lease, contract, or any

19 other arrangement, and whether over regular or irregular routes;

20 (2) "a ir commerce" means carriage by a irc ra ft o f persons or

21 freight fo r commercial purposes or h ire  in in trastate  commerce, including

22 the carriage by a irc ra ft o f persons or fre ig h t that move p a rtly  by a irc ra ft

23 and p a rtly  by other forms o f transportation;

24 (3) "a irc ra ft"  means a propeller, rotor or je t  powered device

25 used or designed for f l ig h t  in the a ir ;

26 (4) "commercial purposes" means a c t iv i t ie s  for which the persons

27 receives d irect monetary compensation and does not include a c t iv i t ie s

28 incidental to and done in furtherance o f the person's primary business;
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T E S T I M O N Y  TO S E N A T E  T R A N S P O R T A T I O N  C O M M I T T E E
S B 4 5 8  

M a r c h  5 ,  1 9 8 6

C h a i r m a n  C o g h i l l  a n d  m e m b e r s  o f  t h e  S e n a t e  

T r a n s p o r t a t i o n  C o m m i t t e e ,  m y  n a m e  i s  B o b  J a c o b s e n  a n d  I  a m h e r e  

t o d a y  a s  P r e s i d e n t  o f  t h e  A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n .  I  

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

s m a l l  b u t  i m p o r t a n t  t e c h n i c a l  a m e n d m e n t s  t o  HB 1 3 3  e n a c t e d  l a s t  

y e a r .

V e r y  s i m p l y ,  t h e  b i l l  b e f o r e  y o u  t o d a y  ( S B  4 5 8 )  i s  

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

S t a n d a r d s  t o  a d e q u a t e l y  e n f o r c e  t h e  l a w  w h i c h  r e q u i r e s  c o m m e r c i a l  

a i r  c a r r i e r s  t o  m a i n t a i n  a t  l e a s t  $ 1 5 0 , 0 0 0  p e r  s e a t  i n  l i a b i l i t y  

i n s u r a n c e  ( $ 3 0 0 , 0 0 0  f o r  s c h e d u l e d  c a r r i e r s ) .  S t a t i s t i c s  p r o v i d e d  

t o  y o u  b y  t h e  D i v i s i o n  e a r l y  t h i s  s e s s i o n  i n d i c a t e  a  l e s s  t h a n  

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

n o t i c e  t o  c o m m e r c i a l  c a r r i e r s .

We h a v e  s u b m i t t e d  a s  p a r t  o f  y o u r  c o m m i t t e e  p a c k e t  a  

s e c t i o n a l  r a t i o n a l e  f o r  e a c h  p r o v i s i o n ,  a n d  i f  y o u  w i s h ,  I  w i l l  

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

A s  y o u  a r e  a w a r e ,  t h e  f i s c a l  n o t e  f o r  HB 1 3 3  l a s t  

s e s s i o n  w a s  n o t  f u n d e d ,  a c c o u n t i n g ,  i n  p a r t ,  f o r  l o w  c o m p l i a n c e  

t o  d a t e .  T h e  G o v e r n o r  h a s  r e q u e s t e d  a b o u t  $ 1 0 0 , 0 0 0  i n  h i s  FY 8 7  

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

r e q u e s t .



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

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

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

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

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

i n d u s t r i e s .  We h a v e  l o s t  s e v e r a l  m e m b e r s  d u r i n g  t h e  l a s t  y e a r  

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

w o u l d  p e r m i t  a n  o p e r a t i n g  p r o f i t .  O t h e r s  a r e  o n  t h e  v e r g e  o f  

c o l l a p s e .

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

i n  t h e  f u t u r e ,  w e  s t r o n g l y  u r g e  y o u r  s u p p o r t  o f  S B  3 7 7  t h i s  

s e s s i o n .

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  t e s t i f y ,  a n d  f o r  y o u r  

a t t e n t i o n  t o  o u r  c o n c e r n s .
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A m e n d m e n t  1 ( S e c .  4 2 . 3 0 . 2 0 0 ( c ) )  s p e c i f i c a l l y  a u t h o r i z e s  t h e  
D e p a r t m e n t  o f  C o m m e r c e  t o  s t o p  a i r c r a f t  f r o m  c a r r y i n g  p a s s e n g e r s  
f o r  h i r e  u n t i l  t h e y  s e c u r e  t h e  m i n i m u m  r e q u i r e d  l i a b i l i t y  
i n s u r a n c e .  I t  a l s o  a u t h o r i z e s  t h e  D e p a r t m e n t  t o  c o n d u c t  i n v e s t i ­
g a t i o n s  i f  n e c e s s a r y  t o  f i n d  v i o l a t o r s .

A m e n d m e n t  2 ( S e c .  4 2 . 3 0 . 2 0 0 ( e ) )  i n c r e a s e s  t h e  s i z e  a n d  s e v e r i t y  
o f  a  f i n e  t o  a n  a i r  c a r r i e r  w h o  f l i e s  p a s s e n g e r s  f o r  h i r e  w i t h o u t  
f i r s t  s e c u r i n g  t h e  m i n i m u m  i n s u r a n c e  l e v e l s  r e q u i r e d  b y  HB 1 3 3  
( $ 1 5 0 , 0 0 0  p e r  s e a t ) .  W i t h o u t  a  m o r e  s t r i c t  p e n a l t y ,  c a r r i e r s  m a y  
f i n d  i t  c h e a p e r  t o  i g n o r e  t h e  l a w  t h a n  t o  c o m p l y .

A m e n d m e n t  3 ( S e c .  4 2 . 3 0 . 2 2 5 ( b ) )  a l l o w s  t h e  i n s u r a n c e  " c e r t i f i c a t e  
o f  c o m p l i a n c e "  t o  b e  p o s t e d  i n  a  v i s i b l e  l o c a t i o n  o t h e r  t h a n  i n  
t h e  a i r c r a f t .  T h i s  w o u l d  b e  p a r t i c u l a r l y  h e l p f u l  t o  t h e  j e t  
c a r r i e r s  w h i c h  o f t e n  i n t e r c h a n g e  p l a n e s ,  t h u s  m a k i n g  i t  d i f f i c u l t  
t o  p o s t  c e r t i f i c a t e s  i n  t h e  a i r c r a f t .  I t  w o u l d  a l s o  r e d u c e  t h e  
c o s t  o f  a  c e r t i f i c a t e  f r o m  $ 5 0  t o  $ 2 5 .

A m e n d m e n t  4 ( S e c .  4 2 . 3 0 . 2 2 5 ( e ) )  p r o v i d e s  s p e c i f i c  a u t h o r i t y  t o  
i s s u e  s t o p  u s e  o r d e r s  i f  a  c a r r i e r  i s  o p e r a t i n g  ' i t h o u t  a  s t a t e  
c e r t i f i c a t e  o f  i n s u r a n c e .

A m e n d m e n t  5 ( S e c .  4 2 . 3 0 . 2 2 5 ( d ) )  p r o v i d e s  f o r  a  s p e c i f i c  p e n a l t y  
f o r  a  c a r r i e r  w h o  f a i l s  t o  o b t a i n  a  c e r t i f i c a t e  o f  i n s u r a n c e  f r o m  
t h e  S t a t e .

A m e n d m e n t  6 ( S e c .  4 2 . 3 0 . 3 8 0 ( 3 ) )  c l a r i f i e s  t h e  d e f i n i t i o n  o f  
a i r c r a f t  t o  i n c l u d e  r o t o r  d e v i c e s  ( h e l i c o p t e r s ) .



1 (5) "department" means the Department o f Commerce and Economic

2 Development;

3 (61 "fre ig h t11 means commodities, a r t ic le s , and cargo, o f

4 whatever nature or value, excluding garbage and trash.
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