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Introduced: 2/14/86
Referred: Health, Education and

Social Services and Finance

IN THE SENATE BY KERTTULA

For

BE

SENATE BILL NO. 436

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

an Act entitled: "An Act relating to the establishment of an agricul-

tural sciences memorial chair."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 14.40 is amended by adding new sections to read:

Sec. 14.40.095. ESTABLISHMENT OF AGRICULTURAL SCIENCES MEMORIAL
CHAIR. In tribute to the memory of Milton D. Snodgrass, Don L. Irwin,
and George W. Gasser, pioneer agriculturists who did much to further
agricultural research in the northern latitudes and helped to estab-

lish a land-grant state university in Fairbanks, the Board of Regents

shall establish a Snodgrass-lrwin-Gasser Memorial Chair in agricul-
tural science. The director of the Alaska Agricultural and Forestry
Experiment Station shall appoint a senior research scientist to the
memorial chair to perform research, publish research reports, and
teach courses. The term of appointment is six years.

Sec. 14.40.096. MEMORIAL CHAIR FUND ESTABLISHED. (a) There is
established an agricultural sciences memorial chair fund. The fund
consists of money appropriated to it, and may include public and
private donations.

(b) The fund shall be used to pay the salary and related person-
nel expenses of the person appointed under AS 14.40.095. The fund may
further serve the objectives of AS 14.40.095 by providing stipends to
graduate students, funding research travel to other circumpolar lands
and scientific conferences, and funding purchases of research equip-

ment .
woot 1o SB 436-

COMMITTEE COPY
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Introduced: 2/14/86
Referred: Health, Education and

Social Services and Finance

IN THE SENATE BY KERTTULA

SENATE BILL NO. 436

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the establishment of an agricul-

BE

tural sciences memorial chair."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 14.40 is amended by adding new sections to read:

Sec. 14.40.095. ESTABLISHMENT OF AGRICULTURAL SCIENCES MEMORIAL
CHAIR. In tribute to the memory of Milton D. Snodgrass, Don L. Ilrwin,
and George W. Gasser, pioneer agriculturists who did much to further
agricultural research in the northern latitudes and helped to estab-
lish a land-grant state university in Fairbanks, the Board of Regents
shall establish a Snodgrass-lrwin-Gasser Memorial Chair in agricul-
tural science. The director of the Alaska Agricultural and Forestry
Experiment Station shall appoint a senior research scientist to the
memorial chair to perform research, publish research reports, and
teach courses. The term of appointment is six years.

Sec. 14.40.096. MEMORIAL CHAIR FUND ESTABLISHED. (a) There is
established an agricultural sciences memorial chair fund. The  fund
consists of money .ippropriated to it, and may include public and
private donations.

(b) The fund shall be used to pay the salary and related person-
nel expenses of the person appointed under AS 14.40.095. The fund may
further serve the objectives of AS 14.40.095 by providing stipends to
graduate students, funding research travel to other circumpolar lands
and scientific conferences, and funding purchases of research equip-

ment.

1. SB 436
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Introduced: 2/18/86
Referred: Finance

IN THE SENATE BY RODEY AND KERTTULA
SENATE BILL NO. 438
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the special mortgage Jloan pur—
chase program.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56.098(a) 1is amended to read:
(a) The cc oration shall establish a special mortgage loan
purchase program. Under the special mortgage 1loan purchase program,

the corporation may purchase vrefinancing loans or first or second

mortgage loans, 1including graduated payment mortgage loans, madefo

the purchase, improvement, or rehabilitationof residences.
* Sec. 2. AS 18.56.098(f) 1is amended to read:
@) In this section and in AS 18.56.099,

(1) "graduated payment mortgage loan” means a mortgage loan
the terms of which provide for monthly principal and interest payments
which

(A) during the first year of the mortgage Jloan are
lower than the monthly principal and interest payments that would
be required under the terms of a level payment mortgage Uloan made
at the same interest rate; and

(B) during subsequent years of the mortgage loan are
graduated to provide for the same return over the terra of the
loan that would have been provided bya level payment mortgage
loan made at the same 1interest rate;

(2) "mortgage loan" includes a beneficial 1interest or
participation in a mortgage loan;

-1- SB 438
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[(3) Repealed}

3) "refinancing loan ®* means a loan refinancing a fi

second mortgage loan purchased under (a) of this section through
another mortgage loan the amount of which may not exceed the unpaid
balance of the loan being refinanced plus closing costs;

(A "residence™ means an owner-occupied* single-family
residence, including a mobile home, or an owner-occupied duplex,

triplex or fourpiex.
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Introduced: 2/18/86
Referred: Finance

IN THE SENATE BY RODEY AND KERTTULA
SENATE BILL NO. 438
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the special mortgage loan pur-
chase program."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56.098(a) 1is amended to read:

(a) The corporation shall establish a special mortgage loan
purchase program. Under the special mortgage loanpurchase program,
the corporation may purchase refinancing loans or firstor second
mortgage loans, including graduated payment mortgage loans, made  for
the purchase, 1improvement, or rehabilitation of residences.

Sec. 2. AS 18.56.098(f) is amended to read:
(@) In this section and in AS 18.56.099,

(1) "graduated payment mortgage loan®”means a mortgage loan
the terms of which provide for monthly principal and interest payments
which

(A) during the first year of the mortgage loan are
lower than the monthly principal and interest payments that would
be required under the terms of a level payment mortgage loan made
at the same interest rate; and

(B) during subsequent years of the mortgage loan are
graduated to provide for the same return over the term of the
loan that would have been provided by a level payment mortgage
loan made at the same interest rate;

(2) "mortgage loan" includes a beneficial intérest or

participation in a mortgage loan;

-1- SB 438



[(3) Repealed]
3) "refinancing loan" means a loan refinancing a first or
second mortgage loan purchased under (a) of this section through

another mortgage loan the amount of which may not exceed the unpaid

balance of the loan being refinanced plus closing costs;
4 "residence"” means an owner-occupie*. single-family
residence, including a mobile home, or an owner-occupied duplex,

triplex or fourplex.

SB 438 -2-
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Date referred: -5/2/86
FURTHER REFERRALS:

DATE: 5 -

The FINANCE Committee has considered CSSB 442(F"n)

"An Act relating to reciprocal insurers that provide marine insurance; and
providing for an effective date."

recommends:
do pass
do not pass
[ ] do passwithattached amendment(s)
] norecommendation
] replace with [ ]same title
[ ]newtitle

——

and recommends

[ ] further referral to the Committee
and attaches: [ ] letter of intent

¢ 7 first fiscal note

Ls7  hew fiscal note

(/i zero fiscal note @7
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution CSSB 442 (rin) Agency Affected: ~Commerce & Econ. Dev.
Title: "An Act relating to . . BRU: Insurance

marine Insurance.
Sponsor: Senator Eliason Components:, Operations
Requester: Senator Zharoff

Date Of Request? 47/16/86
EXPENDITURES / REVENUES: (Thousands of Dollars)

OPERATING Fv 86 FY 87 Fy 88 FY 89 FY 9 Fy ol

PERSONAL SERVICES

TRAVEL u.u u.u u.u u.u uu
CONTRACTUAL ou u.u uu uo uu
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING u.u u.u uu uu uu
CAPITAL 0.0 0.0 0.0 0.0 0.0

REVENUE 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of dollars)

GENERAL FUND u.o 0.0 u.0 = uO uu

FEDERAL FUNDS

OTHER

TOTAL u.u o.u ou 107ir] u.o
POSITIONS:

FULLTIVE 0.0 0.0 0.0 0.0 0.0

PARTTIVE

TEMPORARY

ANALYSIS;  Attach a separate_page.If necessary. . } ) ) ) )
**TFTIE‘ru18 of the division in this marine insurance '‘creation' bill is to advise,

verify and act as a clearinghouse - coordinating agency for those charting
reciprocal Insurance companies. Professional services contracts to insurance
service providers and specialist-attorneys will be essential to establish these
reciprocals properly

Prepared Paul Troeh, Deputy Director Phnno. 465-2515
Divri);on:by Insurance Date: 4/9/8b
Approved by Commissioner: ) Date:. 4/9/86
Agency. Commerce and EconomiC Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget .
Impacted Agency(ies) page of. 10/25/85

3649W040986b



CONTINUATION OF FISCAL NOTE ANALYSIS

For Bill/Resolution No. 442

and legally. Estimated service company fees of $50,000 the first year and
attorney fees of $25,000 to charter are minimum figures. These expenses will be
borne by groups chartering the pools.

Page of
3649W0409Q6b
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Offered: 4/14/86
Referred: Rules

Original sponsor: Eliason

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 442 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to reciprocal insurers that provide
marine insurance; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. A crisis exists in the marine insurance market
that 1is seriously affecting persons who fish commercially 1in the state.
The development of insurance reciprocals to provide marine insurance would
help alleviate this crisis. Persons who fish commercially in the state are
generally unable to bear the cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce
and Economic Development should provide technical assistance to persons who
wish to form reciprocal insurersto provide marineinsurance.

* Sec. 2. AS 21.39.155(a) is amended to read:

(a) The director may require carriers, except a reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public utilities under AS 21.75 or a reciprocal insurer
formed under AS 21.75 to provide marine insurance, as a condition of
writing a line of insurance dealing with workers”® compensation, to
participate in an assigned risk pool if the director finds that manda—
tory carrier participation is in the public interest.

* Sec. 3. AS 21.75.020(a) 1is amended to read:

(a)Except as provided in (c) of this section, a [A] reciprocal

“1- CSSB 442(Fin)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

* Sec.

(5) "insolvent 1insurer"™ means an insurer

(A) authorized to transact insurance 1in this state,
except an assessable reciprocal insurer formed by and insuring
only municipalities ornonprofit public utilities, a reciprocal
insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the Health Care
Providers Joint Underwriting Association established under
AS 21.88, either at the time the policy was issued or when the
insured event occurred, and

(B) determined to be insolvent by a court of competent
jurisdiction;
9. AS 21.80.180(6) 1is amended to read:

(6) "member insurer"™ means a person, except an assessable

reciprocal insurer formed by and insuring only municipalities or

nonprofit public utilities, a reciprocal insurer formed under AS 21.75

to provide marine insurance, the Medical Indemnity Corporation of
Alaska, and the Health Care Providers Joint UnderwritingAssociation
established under AS 21.88, who

* Sec.

10.070(c).

(A) writes [ANY KIND OF] insurance to which this
chapter applies under AS 21.80.020 including the -exchange of
reciprocal or interinsurance contracts, and

(B) is licensed to transact insurance in the [THIS]
state;

10. This Act takes effect immediately 1in accordance with AS 01.-

-3- CSSB 442 (Fin)
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Offered: ™/14/86
Referred: Rules

Original sponsor: Eliason

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 442 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Actrelating to reciprocal insurers that provide
marine insurance; and providing for an effective
date."

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

* Section 1. FINDINGS. A crisis exists in the marine 1insurance market
that is seriously affecting persons who fish commercially in the state.
The development of insurance reciprocals to provide marine insurance would
help alleviate this crisis. Persons who fish commercially in the state are
generally unable to bear the cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce
and Economic Development should provide technical assistance to persons who
wish to form reciprocal insurers to provide marine insurance.

* Sec. 2. AS 21.39.155(a) 1is amended to read:

(a) The director may require carriers, except a reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public utilities under AS 21.75 or a reciprocal insurer
formed under AS 21.75 to provide marine insurance, as a condition of
writing a line of insurance dealing with workers” compensation, to
participate in an assigned risk pool 1if the director finds that manda-
tory carrier participation is in the public interest.

* Sec. 3. AS 21.75.020(a) is amended to read:

(a) Except as provided in (c) of this section, a [A] reciprocal

“1- CSSB 442(Fin)
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insurer may, upon qualifying as provided for by this title, transact
any kind or kinds of insurance defined by this title, other than life
or title insurances.

* Sec. 4. AS 21.75.020 is amended by adding a new subsection to read:

(c) The director shall establish by regulation the type of
marine insurance that a reciprocal insurer may provide.

*Sec. 5. AS 21.75.050 isamended by adding a new subsection to read:

(e) Notwithstanding (@) - (¢) of this section, the director
shall establish by regulation the level of surplus to be maintained by
a reciprocal insurer providing marine insurance.

*Sec. 6. AS 21.75.060 isamended by adding new subsections to read:

(d) The director may provide financial and technical assistance
to persons who wish to establish a reciprocal insurer to provide
marine insurance under this chapter.

(e) The areas the director may assist the person with under (d)
of this section include

(¢D) preparing the documentation necessary to form the
reciprocal insurer;
(2) obtaining reinsurers for the reciprocal insurer;
3) preparing subscriber rules and management procedures
for the reciprocal insurer;
4) financing the formation expenses of the reciprocal
insurer;
(5) managing the reciprocal insurer.
*Sec. 7. AS 21.75.230 isamended by adding a new subsection to read:

(d) Notwithstanding (a) - (c) of this section, a reciprocal
insurer that provides marine insurance may issue policies that are
nonassessable.

* Sec. 8. AS21.80.180(5) is amended to read:

CSSB 442 (Fin) -2-
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(5) "insolvent insurer" means an insurer

(A) authorized to transact insurance in this state,
except an assessable reciprocal insurer formed by and insuring
only municipalities or nonprofit public utilities, a reciprocal
insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the Health Care
Providers Joint Underwriting Association established under
AS 21.88, either at the time the policy was issued or when the

insured event occurred, and

(B) determined to be

jurisdiction;

* Sec. 9. AS 21.80.180(6)
(6) "member 1insurer"
reciprocal insurer formed by
nonprofit public utilities,
the

to provide marine insurance,

Alaska, and the Health tare Provi
established under AS 21.88, who
) writes [ANY

chapter applies under

reciprocal or interinsurance
(B) is licensed

state;
* Sec. 10. This Act takes effect

10.070(c).

and

a reciprocal

AS 21.80.020

is amended to read:

means a person,

Medical

ders Joint

KIND OF]

contracts,

to transact

immediately

insuring

Indemnity

including

insolvent by a court of competent

except an assessable

only municipalities or

insurer formed under AS 21.75

Corporation of

Underwriting Association

insurance to which this

the exchange of
and
the

insurance in [THIS]

in accordance with AS 01.-

CSSB 442(Fin)



SECTIONAL ANALYSIS - CSSB 442 (FIN)

Relating to reciprocal insurers that provide marine insurance

Section 1 Recognizes that a crisis exists iIn the marine
insurance market. While the formation of insurance
reciprocals (pools) may help, fishermen may need assistance In
initially organizing a reciprocal. The Department of Commerce
and Economic Development should offer technical assistance to
persons who wish to form reciprocals to provide marine
Insurance.

Section 2 A reciprocal formed to provide marine iInsurance
will not need to participate iIn the assigned risk pool as a
condition of writing worker®s compensation. (Municipalities
and non-profit utilities are already exempt.)

Section 3-4 The Director of Insurance will establish by
regulations the type of marine insurance that a reciprocal may
provide.

Section 5 The Director of Insurance will establish by
regulations the level of surplus necessary to provide
Insurance.

Section 6 The Director of Insurance MAY provide financial and
technical assistance to persons who wish to form a reciprocal
for marine insurance. The Director MAY assist with

— preparing formation document

— obtaining reinsurers for the reciprocal

— preparing subscriber rules and procedures
— TFinancing the formation expenses

— managing the reciprocal

Section 7 A reciprocal insurer for marine iInsurance MAY issue
policies that are non-assessable. The term 'non-assessable™
means that the reciprocal cannot assess the policy holders for
additional money if the losses exceed the premiums. An
"assessable™ policy has a clause which allows for additional
money to be assessed.

Surplus requirements are more strict for non-assessable
policies.

Section 8 A reciprocal providing marine insurance iIs not an
"insolvent insurer”™ in respect to the Alaska Insurance
Guaranty Association. This Association provides coverage to



claims issued by companies which subsequently become

insolvent. (Municipality reciprocals and non-profit public
tilities reciprocals are also not covered by the
ssomatlon.g

Section 9 A reciprocal providing marine insurance is not a
member insurer"” ‘in the Alaska Insurance Guaranty Association.

Section 10 Immediate effective date



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

oepartuent DIVISION BILL NUMBER SPONSOR
Commerce & Econ. Dev, Insurance B 442 Senator Eliason
OEPARTMENT position
In favor
PREPARED BY OATE 5
Paul Troeh, Deputy Director V-7- T 37
SUMMARY
OTHER AQENCJES AFFECTED BY BILL CONSTITUENT GROUP(S) AFFECTED BY BILL
(Investments, Accounting and Collections) Fishing Industry
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
Commercial Fishing Industry None known
Financial Institutions
FISCAL INPACT: 3 NONE (1 FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE intent

Hull and P& insurance for commercial fishing boats has increased many fold in cost and is
simply not available from time to time. This bill facilitates formation of reciprocal
marine insurance companies which *pool” risks, and are a proven form of dealing with this
crisis.

ANALYSIS OF BILUPROQRAM EFFECTS

Section 1: Financial and technical assistance for formation of reciprocals;
Section 2: Takes marine reciprocals out of worker's comp, pools;
Section 3: House cleaning charges to Section 4;

Section 4 Types of marine in reciprocals by reg.;

Section 5: Surplus set by reg. on marine recip.;

Section 6; (d) financial and technical assistance may be provided, (e)
reinsurance, (3) subscriber rules and mgmt., (4) financing expenses, (
managing;

Section 7: May issue nonassessable policies;

Section 8: Marine reciprocals out of Guaranty Act;

Section 9: Clean up of Guarantee Act language.

(1) documents, (2)
5) may assist in

AUENOMENIS PROPOSED

None.
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Offered: 4/14/86
Referred: Rules

Original sponsor: Eliason

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 442 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Actrelating to reciprocal insurers that provide

marine insurance; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. A crisis exists in the marine insurance market
that 1is seriously affecting persons who fish commercially 1in the state.
The development of insurance reciprocals to provide marine insurance would
help alleviate this crisis. Persons who fish commercially in the state are
generally unable to bear the cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce
and Economic Development should provide technical assistance to persons who
wish to form reciprocal insurers to provide marine insurance.

* Sec. 2. AS 21.39.155(a) is amended to read:

(a) The director may require carriers, except a reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public utilities under AS 21.75 or a reciprocal insurer
formed under AS 21.75 to provide marine insurance, as a condition of
writing a line of insurance dealing with workers* compensation, to
participate in an assigned risk pool 1if the director finds that manda-
tory carrier participation is in the public interest.

* Sec. 3. AS 21.75.020(Ca) 1is amended to read:

(a) Except as provided in (c) of this section, a [A] reciprocal

-1- CSSB 442(Fin)
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(5) "insolvent insurer™ means an insurer
(A) authorized to transact insurance in this
except an assessable reciprocal insurer formed by and 1&.V4?51ing
only municipalities or nonprofit public utilities, a reciprocal
insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the Health Care
Providers Joint Underwriting Association established under
AS 21.88, either at the time the policy was issued or when, the
insured event occurred, and
(B) determined to be insolvent by a court of competent
jurisdiction;
Sec. 9. AS 21.80.180(6) 1is amended to read:
«

(6) "member 1insurer" means a person, except an assessable
reciprocal insurer formed by and insuring only municipalities or
nonprofit public utilities, a reciprocal insurer formed under AS 21.75
to provide marine insurance, the Medical Indemnity Corporation of
Alaska, and the Health Care Providers Joint Underwriting Association
established under AS 21.88, who

(A) writes [ANY KIND OF] insurance to which this
chapter applies under AS 21.80.u20 including the exchange of
reciprocal or interinsurance contracts, and

(B) is licensed to transact insurance in the [THIS]
state;

Sec. 10. This Act takes effect immediately 1inaccordance with AS 01.-

10.070(c).

-3- CSSB 442 (Fin)
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Introduced: 2/18/86
Referred: Labor and Commerce
and Resourr -s

IN THE SENATE BY ELIASON
SENATE BILL NO. 442
IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL
Foran Act entitled: "An Act relating to reciprocal insurers that provide
marine insurance; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THESTATE OF ALASKA:

* Section 1. FINDINGS. A crisis exists in the marine insurance market
that is seriously affecting persons who fish commercially 1in the state.
Thedevelopment of insurance reciprocals to provide marine insurance would
help alleviate this crisis. Persons who fish commercially in the state are
generally unable to bear the cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce
and Economic Development should provide financial and technical assistance
to persors who wish to form reciprocal insurers toprovide marine insur-
ance.

* Swc. 2. AS 21.39.155(a) 1is amended to read:

(a) The director may require carriers, except a reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public utilities under AS 21.75 or a reciprocal insurer
formed under AS 21.75 to provide marine insurance, as a condition of
writing a line of insurance dealing with workers” compensation, to
participate in an assigned risk pool if the director finds that manda-
tory carrier participation is in the public interest.

* Sec. 3. AS 21.75.020(a) 1is amended to read:

(a) Except as provided in (c) of this section, a [A] reciprocal

-1- B 442
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insurer may, upon qualifying as provided for by this title, transact
any kind or kinds of insurance defined by this title, other than life
or title insurances.

Sec. 4. AS 21.75.020 is amended by adding a new subsection to read:

(c) The director shall establish by regulation the type of
marine insurance that a reciprocal insurer may provide.

Sec. 5. AS 21.75.050 isamended by adding a new subsection to read:

(e) Notwithstanding (a) - (¢) of this section, the director
shall establish by regulation the level of surplus to be maintained by
a reciprocal insurer providing marine insurance.

Sec. 6. AS 21.75.060 isamended by adding new subsections to read:

(d) The director may provide financial and technical assistance
to persons who wish to establish a reciprocal insurer to provide
marine 1insurance under this chapter.

(e) The areas the director may assist the person with under (d)
of this section include

(¢H) preparing the documentation necessary to form the
reciprocal insurer;

(2) obtaining reinsurers for the reciprocal insurer;

3) preparing subscriber rules and management procedures
for the reciprocal insurer;

4) financing the formation expenses of the reciprocal
insurer;

(5) managing the reciprocal insurer.
Sec. 7. AS 21.75.230 isamended by adding a new subsection to read:

(d) Notwithstanding (a) - (c) of this section, a reciprocal
insurer that provides marine insurance may issue policies that are

nonassessable.

* Sec. 8. AS 21.80.180(5) is amended to read:

SB 442 -
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(5) "insolvent insurer™ means an insurer
(A) authorized to transact insurance in this state,
except an assessable reciprocal insurer formed by and insuring
only municipalities or nonprofit public utilities, a reciprocal
insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the Health Care
Providers Joint Underwriting Association established under
AS 21.88, either at the time the policy was 1issued or when the
insured event occurred, and
(B) determined to be insolvent by a court of competent
jurisdiction;
9. AS 21.80.180(6) is amended to read:
(6) "member insurer" means a person, except an assessable
rocal insurer formed by and insuring only municipalities or
ofit public utilities, a reciprocal insurer formed under AS 21.75

ovide marine insurance, the Medical Indemnity Corporation of

Alaska, and the Health Care Providers Joint Underwriting Association

estab

* Sec.

10.070(c) .

lished under AS 21.88, who

(A) writes [ANY KIND OF] insurance to which this
chapter applies under AS 21.80.020 including the exchange of
reciprocal or interinsurance contracts, and

(B) is licensed to transact insurance 1in the [THIS]
state;

10. This Act takes effect immediately inaccordance with AS 01.-
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.:  CSSB 442 - Agency Affected: Commerce & Econ. Dev.
Title: “An Act relating to , . . BRU: Insurance
marine insurance
Sponsor: Senator Eliason Components: Operations
Requester: Senator Zharoff

Date of Request: *St/ft/86.
EXPENDITURES/REVENUES: (Thousands of Dolla'M

OPERATING Fy 86 Fy 87 Fr 88 FY 89 FY 9 Fy ol

PERSONAL SERVICES

TRAVEL 0.U 0.U u.u u.u U.yU
CONTRACTUAL uu o.U uu uu 0.0
SUPPLIES

EQUIPMVENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING U.U u.u uu u.u Uu.o
CAPITAL 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of dollars)

GENERAL FUND 0.0 u.o uu 0.0 uu
FEDERAL FUNDS

OTHER

TOTAL 0.0 uu u.u uu u.u
POSITIONS:

FULL-TIVE 0.0 0.0 0.0 0.0 0.0

PARLTIVE

TEMPORARY

ANALYSIS:; Attach a separate page.If necessary. , . . . .
+ The rule of the gIVISIOH in this marine insurance "creation" bill 1s to advise,

verify and act as a clearinghouse - coordinating agency for those charting
reciprocal insurance companies. Professional services contracts to insurance
service providers and specialist-attorneys will be essential to establish these

reciprocals properly

Prepared by Paul Troeh, Deputy Director Phnno.  465-2515
Div?;‘{m: Y insurance Bl ' “475786
Approved by Commiss:oner: Date:;, 4/9/86
Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Oifice of Management and Budget [ ~
Impacted Agency(les) page of 10/25/85

36491040986b



CONTINUATION OF FISCAL NOTE ANALYSIS
For Bill/Resolution No. CSS8 442

and legally. Estimated service company fees of $50,000 the first year and

attorney fees of $25,000 to charter are minimum figures. These expenses will be
borne by groups chartering the pools.

Page, of

3649W040986h



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

OEPARTMENT OIVISION BILL NUMBER SPONSOR
Commerce & Econ. Dev, Insurance SB 442 Senator Eliason
OEPARTMENT POSITION
In favor
PREPARED BY DATE OATE / /
Paul Troeh, Deputy Director 1-7-T¢C. “E S S a . -fiu s ,
SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT QHOUP|S) AFFECTED BY BILL
(Investments, Accounting and Collections) Fishing Industry
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
Commercial Fishing Industry None known
Financial Institutions
FISCAL IMPACT: 0 NONE 1 FISCAL NOTE ATTACHED

BACKGROUNDY/LEGISLATIVE INTENT
Hull and P&l insurance for commercial fishing boats has increased many fold in cost and is
simply not available from time to time. This bill facilitates formation of reciprocal
marine insurance companies which "pool"™ risks, and are a proven form of dealing with this
crisis.

ANALYSIS OF BILL/PROGRAM EFFECTS

Section 1: Financial and technical assistance for formation of reciprocals;

Section 2: Takes marine reciprocals out of worker®s comp, pools;

Section 3: House cleaning charges to Section 4;

Section 4: Types of marine in reciprocals by reg.;

Section s: Surplus set by reg. on marine recip.;

Section 6; (d) financial and technical assistance may be provided, (e)(1) documents, (2)
reinsurance, (3) subscriber rules and mgmt., (4) financing expenses, (5) may assist in
managing;

Section 7: May 1issue nonassessable policies;

Section 8: Marine reciprocals out of Guaranty Act;

Section 9; Clean up of Guarantee Act language.

amendments proposeo

None.

376™J4U986b"*

PLEASE ATTACH a SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.

01-C09 (Rev. 12/83)
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BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 442 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled; "An Act relating to reciprocal insurers that provide
marine insurance; and providing for an effective
date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;
* Section 1. FINDINGS. A crisis exists in the marine insurance market
that s seriously affecting persons who fish commercially in the state.

The developmentof insurancereciprocals to provide marine insurance would

help alleviatethis crisis. Persons who fish commercially in the state are
generally wunable to bear the <cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce

and Economic Development should provide technical assistance to persons who
wish to form reciprocal insurers to provide marine insurance.

* Sec. 2. AS 21.39.155(a) is amended to read:

(a) The director may require carriers, except ii reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public utilities under AS 21.75 or a reciprocal insurer

formed under AS 21.75 to provide marine insurance, as a'condition of

* writing a line of insurance dealing with workers' compensation, to
participate in an assigned risk pool if the director finds that manda-
tory carrier participation is in the public interest.

* Sec. 3. AS 21.75.020(a) is amended to read;

(a) Except as provided in (c) of this section, a [A] reciprocal

-1- CSSB 442(Fin)
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insurer may, upon qualifying as provided for by this ¢title, transact
any kind or kinds of insurance defined by this title, other than Ilife
or title insurances.

Sec. 4. AS 21.75.020 is amended by adding a new subsection to read:

(c) The director shall establish by regulation the type of
marine insurance that a reciprocal insurer may provide.
Sec. 5. AS 21.75.050 is amended by adding a new subsection to read:
(e) Notwithstanding (a) - (c) of this section, the director
shall establish by regulation the level of surplus to be maintained by
a reciprocal insurer providing marine insurance.

Sec. 6. AS 21.75.060 is amended by adding new subsections to read:
(d) The director may provide financial and technical assistance
topersons who wish to establish a reciprocal insurer to provide
marine insurance under this chapter.
(e) The areas the director may assist the person with under (d)

of this section include

(1) preparing the documentation necessary to form the
reciprocal insurer;

(2) obtaining reinsurers for the reciprocal insurer;

(3) preparing subscriber rules and management procedures
for the reciprocal insu:/2r;

(4) financing the formation expenses of the reciprocal
insurer;

(5) managing the reciprocal insurer.
Sec. 7. AS 21.75.230 is amended by adding a new subsection to read:

(d) Notwithstanding (a) - (c) of this section, a reciprocal

insurer that provides marine insurance may issue ©policies that are

nonassessable.

Sec. 8.AS 21.80,180(5) is amended to read:

442(Fin) -
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(5) "insolvent insurer"” means an insurer
(A) authorized to transact insurance in this state,
except an assessable reciprocal insurer formed by and insuring
only municipalities or nonprofit public utilities, a reciprocal
insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the Health Care
Providers Joint Underwriting Association established under

AS 21.88, either at the time the policy was issued or when the
insured event occurred, and
(B) determined to be insolvent by a court of competent
j risdiction;
Sec. 9. AS 21.80.180(6) is amended to read:

(6) "member insurer" means a person, except an assessable
reciprocal insurer formed by aiid insuring only municipalities or
nonprofit public utilities, a reciprocal insurer formed under AS 21.75
to provide marine insurance, the Medical Indemnity Corporation of
Alaska, and the Health Care Providers Joint Underwriting Association
established under AS 21.88, who

(A) writes [ANY KIND OF] insurance to w hich this
chapter applies under AS 21.80.020 including the exchange of
reciprocal or interinsurance contracts, and

(B) is licensed to transact insurance in the [THIS]
state;

Sec. 10. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-3- CSSB 442 (Fin)



SECTIONAL ANALYSIS - S.B. 442

Relating to reciprocal insurers that provide marine insurance

Section 1 Recognizes that a crisis exists in the marine

insurance market. W hile the formation of insurance
reciprocals (pools) may help, fishermen may need assistance in
initially organizing a reciprocal. The Department of Commerce

and Economic Development should offer financial and technical
assistance to persons who wish to form reciprocals to provide
marine insurance.

Section 2 A reciprocal formed to provide marine insurance

w ill not need to participate in the assigned risk pool as a
condition of writing worker's compensation. (Municipalities
and non-profit utilities are already exempt.)

Section 3-4 The Director of Insurance w ill establish by

regulations the type of marine insurance that a reciprocal may
provide.

Section 5 The Director of Insurance w ill establish by
regulations the level of surplus necessary to provide
insurance.

Section 6 The Director of Insurance MAY provide financial and
technical assistance to persons who wish to form a reciprocal
for marine insurance. The Director MAY assist with

— preparing formation document

— obtaining reinsurers for the reciprocal
— preparing subscriber rules and procedures
— financing the formation expenses

— managing the reciprocal

Section 7 A reciprocal insurer for marine insurance MAY issue
policies that are non-assessable. The term "non-assessable"
means that the reciprocal cannot assess the policy holders for
additional money if the losses exceed the premiums. An

"assessable" policy has a clause which allows for additional
money to be assessed.

Surplus requirements are more strict for non-assessable
policies.

Section 8 A reciprocal providing marine insurance is not an
"insolvent insurer" in respect to the Alaska Insurance
Guaranty Association. This Association provides coverage to



claims issued by companies which subsequently become
insolvent. (Municipality reciprocals and non-profit public
utilities reciprocals are also not covered by the

A ssociation.)

Section 9 A reciprocal providing marine insurance is not a
"member insurer"” in the Alaska Insurance Guaranty Association.

Section 10 Immediate effective date



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST FISCAL DETAIL
Bill/Resolution No.: _S3-M2 Agency Affected: Commerce .ft Fcnn. fev,
Title: HAn Act. ralating-to- BRU: In_spjrflnr.fi
mar.ine— insuEanca-
Sponsor: -Senator Eliason. Components: Qperations-
Requester: -Senator-Z ham f-f-

Date of Request: 3/6/86
EXPENDITURESIREVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 Fy a1
PERSONAL SERVICES
TRAVEL 4.0 0.0 0.0 0.0 0.0
CONTRACTUAL 100.0 0.0 0.0 0.0 0.0
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 104.U 0.0 0.0 0.0 0.0
CAPITAL 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of dollars)

GENERAL FUND 104.0 0.0 0.0 0.0 0.U
FEDERAL FUNDS

OTHER

TOTAL 104.0 0.0 0.0 u.u u.u
POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0
PARTTIME

TEMPORARY

ANALYSIS: Attach a separate page ifnecessary.

The role of the division in this marine insurance "creation™ bill is to advise,
verify and act as a clearinghouse; coordinating agency for those charting reciprocal
insurance companies. Professional services contracts to insurance service providers
and specialist-attorneys will be essential to establish these reciprocals properly

Prepared by: Paul Troeh, Deputy Director Phone: 465-2515
Division: Insurance Date 377786
Approved by Commissioner: . Date 3/7/86
Agency: Commerce and Economi elopment

Distribution (by Agency preparing fisal rote):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) FISCAL NOTE

3649W23786a



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No SB 442

and legally. Estimated service company fees of $50,000 and attorney fees of
$50,000 are minimum figures. Four thousand travel expense would be utilizea oy
the division director and financial examiner to attend the division-sponsorea
organizational meetings envisioned as necessary to bring the reciprocals into
existence, and educate the clientele. These meetings would be nearly identical
to the two meetings in 1985 sponsored and fostered by this division which were
attended by legislators (and staff), financiers, brokers, agents, fishing
industry organizations, marine surveyors, marine safety experts, adjusters ana
attorneys. Creation of these reciprocals will, in turn, create an even greater
need for these meetings.

3649W33786a



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

OEPARTMENT OIVISION BILL NUMBER SPONSOR
Commerce & Econ. Dev, Insurance SB 442 Senator Eliason
OEPARTMENT POSITION
In favor
PREPAREO BY DATE
Paul Troeh, Deputy Director V-f-u T 7 3 L a.
SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUPS) AFFECTED BY BILL
(Investments, Accounting and Collections) Fishing Industry
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
Commercial Fishing Industry None known

Financial Institutions

FISCAL IMPACT: 1 NONE [ FISCAL NOTE ATTACHED
BACKGROUND/LEGISLATIVE INTENT

DATE / /
- a ,

Hull and P&l insurance for commercial fishing boats has increased many fold in cost and is
simply not available from time to time. This bill facilitates formation of reciprocal
marine insurance companies which "pool"™ risks, and are a proven form of dealing with this

Crisis.

ANALYSIS OF 8ILUPROGRAM EFFECTS

Section 1: Financial and technical assistance for formation of reciprocals;
Section 2: Takes marine reciprocals out of worker®s comp, pools;

Section 3; House cleaning charges to-$"ection 4;

Section 4: Types of marine 1in reciprocals by reg.;

Section 5: Surplus set by reg. on marine recip.;

Section 6: (d) financial and technical assistance may be provided, (e)(1) documents, (2)
reinsurance, (3) subscriber rules and mgmt., (4) financing expenses, (5) may assist in

managing;

Section 7: May issue nonassessable policies;
Section 8: Marine reciprocals out of Guaranty Act;
Section 9: Clean up of Guarantee Act language.

AMENDMENTS PROPOSED

None.

3b4iJWU4U9H6b'
PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.

0'OW<R«v. 12/5])



STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE

Revision Date:
REQUEST FISCAL DETAIL
Pill/Resolution Nh; CSSB 442 Agency Affected: Commerce & Econ. Dev.
Title- "An Act relating to . . , rrile 7 Insurance

marine insurance

Sponsor: Senator Eliason Components: Operations
Requester: Senator Zharoff

Date OF Request: ~/T£/86
EXPENDITURES /REVENUES : (Thousands nf Dollars)

OPERATING FY 86 FY 87 Fy 88 FY 8 FY 0 FY a1

PERSONAL SERVICES

TRAVEL u.u 0.0 uTD u.u u.u
CONTRACTUAL U.u u.u u.u u.o u.u
-SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING u.u u.u u.u u.u u.u
CAPITAL 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of dollars)

GENERAL FUND o -~ u.u m 00 - u.u
FEDERAL FUNDS

OTHER

TOTAL u-u u.u 0.0 u.u “ 0.0
POSITIONS:

FULL-TINE 0.0 0.0 0.0 0.0 0.0
PARTTIME

TEMPORARY

ANALYSIS: Atlzad\a%nmte- HFrecsssary. n
m[im role of the ivisi%ar%ein this marine insurance 'creation" bill is to advise,

verify and act as a clearinghouse - coordinating agency for those charting
reciprocal insurance companies. Professional services contracts to insurance
service providers and specialist-attorneys will be essential to establish these
reciprocals properly

prepared by:  Paul Troeh, Deputy Director phon0. 465-2515

rtvaim: ""Insurance Date: 4/9/Sb

Approved by Comissioner: _ Date: 4/9/86
Agency: Commerce and Economic Development

Distributian (by Agency preparing fisal mte):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget i n
Impacted Agenoy(ies) page of W5

3649W040986b



CONTINUATION OF FISCAL NOTE ANALYSIS
For Bill/Resolution No. CSSB 442

and legally. Estimated service company fees of $50,000 the first year and
attorney fees of $25,000 to charter are minimum figures. These expenses will be
borne by groups chartering the pools.

Page of

3649W040986b



TED C 0 0 K INLET DRIFT ASSOCIAT

BOX X&SFO- KENAI. ALASKA 99671
ueu9

toarch 7, 1986

Senator Dick Eliason
State Capital

Box .

Juneau, Alaska 99611

Dear Senator Eliason,

The United Cook Inlet Drift Association ~UCIDA) i3
an organisation of over 300 Cook Inlet permit solders
representing a fleet of 600 boats.

The UCIDA. Board of Directors has spent considerable
tine seeking a solution to the current marine insurance

dilemma ana we think your bill SB 172 is definitely a
step in the right direction.

lours truiy,

<'xJim Evenson

President

JLE./ne

copy: Senator Fred Zharoff

0

N



SUMMARY OF SPC"s INSURANCE POOL

In 1959, FISHERMEN WHO WERE MEMBERS OF THE SEAFOOD PRODUCERS® COOPERATIVE
(FORMERLY THE HALIBUT PRODUCERS® COOPERATIVE) EXPERIENCED AN INSURANCE
CRISIS SIMILAR TO THE DILEMMA CURRENTLY FACING THE FISHING COMMUNITY,
Most members owned wooden boats with gas engines and insurance coverage
SIMPLY WAS NOT AVAILABLE, IN RESPONSE TO THIS NEED, THE MEMBERS FORMED AN
INSURANCE POOL -- PACIFIC TROLLERS®" FUND, To BE INSURED, AN APPLICANT HAD
TO BE REFERRED BY THREE CURRENT MEMBERS WHO COULD PERSONALLY VOUCH FOR THE
INDIVIDUAL®"S CHARACTER AND THE SEA WORTHINESS OF THE VESSEL IN QUESTION,
The PREMIUMS WERE 57, OF THE VALUE OF THE FISHING BOAT AND THE MAXIMUM
COVERAGE WAS $10,000 (IN 1959 DOLLARS) FOR HULL AND MACHINERY,  LIABILITY
INSURANCE WAS NOT (AND CURRENT IS NOT) AVAILABLE THROUGH THIS INSURANCE

POOL,

Since its conception in 1959, the Pacific Troll-ers® Fund-has had a minimum
REFUND RATE OF 56%, FOR THE LAST THREE YEARS THE FUND HAS RECORDED A 100%

REFUND CREDIT WHILE MAINTAINING A 1-1/2 MILLION DOLLAR SURPLUS,
The successful story of this insurance pool indicates that a

SELF-INSURANCE PROGRAM CAN BE MANAGED PROPERLY AND CAN PROVIDE ADEQUATE

VESSEL INSURANCE WHILE KEEPING THE PREMIUMS AT A REASONABLE RATE,

Further Information

There were twenty-three members who initially formed the Pacific Trollers”

Fund and each paid premiums totally 5% of the value of their fishing



vessel . By-laws were patterned after successful insurance pools;
THEREFORE, ATTORNEY FEES WERE KEPT AT A MINIMUM, THE MEMBERSHIP WAS VERY
SELECTIVE AND OFFERED MINIMAL COVERAGE ($10,000). THE MONEY GENERATED
FROM THE PREMIUMS WAS THE ONLY MONEY AVAILABLE FOR PAYING CLAIMS. DON
RIEHARDT ADMITS THAT THE POOL WAS EXTREMELY LUCKY THOSE FIRST FEW YEARS AS

NO SUBSTANTIAL CLAIMS WERE FILED AGAINST THE POOL.

Currently the maximum coverage through SPC is $100,000, The premiums are

4% OF THE VALUE OF THE VESSEL.

Members are concerned that liability insurance has become increasingly
difficult to obtain and there is a move to consider offering this line of
insurance, BUT Don Riehardt state that the leadership of SPC 1is hesitant
TO GET INTO THIS FIELD OF INSURANCE,

/ -

Apparently four insurance pools exists in the Washington-area —

United Marine Fund
Fishing Vessel Reserve
Pacific Trollers™ Fund

West Coast Marine Fund



Tfontfi, "Pacific /iteacicUioti, *)ctc.
HEADQUARTERS:
BOX 796 - HOMER ALASKA 99603
March 6, 1986
Senator Richard Eliason
Alaska State Legislature
Pouch V
Juneau, |K 99811
Dear Senator Eliason:
First, | want to thank you for having B ill Hal
come to our annual meeting and explain the reasons
behind S.B. 442.
Our association strongly supports passage of this
b ill, along with a fiscal note to facilitate the
Director of Insurance's O ffice in doing the necessary
research to define the regulations needed. As you
know, the availability of re-insurance through London
is one of the keys to any successful group pool effort.
Again, we appreciate your interest and support on
this matter.
Sincerely,
r .- S N | £t
- AN - - 'e
G n s \Nav il

Philip

McCrudden
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W EATHER

Fair tonight with temperature dropping la*, nt»a,

becold the

monhwnl »t 1> Sunny tomorrow with a Ugh la tW tawer Itoa. A
record low of minns H ot this datewas setthisa n r,~ ill a-si. The
previous lowwmiJ la 1557. Retard highIs U letlaim SasseS tonight

b at 1:14. Soarue will be at|: It.

F & G

By CHRIS BIJtCKDL'RN

Special Corrrspondem
The Kodiak Fish and Came
Advisory Committee Tuesday
night recommended that the
Board of Fisheries enact a
mandatory king crab season lor
Kodiak ana close most Ktelisk
bays and ir-hnre areas year

round to oo-botlom trawling.

unit

3 safe as F V

By RICHARD HARTMAN
SUif Wrtler
Three fishermen safely made it

186

Kodiak

The brightside ofwinter

Ertk Knblxk hprrtnjibonp* his way op the hillside at the Antoo Larwn
tki area. The Enkiac raoge can be seen In the background. With the

r e comme

The king crab management
plan recommended by (he ad-
visory commmee is a version of
"sue, sex and season" or J-S
management where sue limit,
taking only male king crab and a
set season are used lo manage
the fishery rather than the
current system which uses sue,
sei and quota for management.

burns, sin?
reportedly went down In fUma
in the vicinity of Port Hobrun, oo
Sitkilidik Island

By CHJU3BUKXBURN
Special Correapoodeml

Alaska Oitmoa may be able
to health* (ughcoal of viasel bull
insurance by forming their two
largo insurance pcci. opiaioed
George Fanuwtrth tram the
brokerage firm Corroon and
Black at a meeting Monday with
Kodiak fishermen.

The coat of uumrance has naen
to the poun the nme may be right
for forming an Alaaka insurance
pool, Farnsworth aaid. Efforts
tiere made in the early IMCa.ixit
at that tune broker* wot able to
offer Insurance rates lower than
that offered by prospective pools.

"The Idea bas been Jelling (or
about eighl month*," Firuswor'l

addJlloo ol this wrek'i mowlall. Kodlakana will probably be flocking
to the slopes this weekend. Photo by Jerry Martini.

S3 - S

The proposal recommended by
the advisory committee would set
the sue Limit (or mole king crab
at 74'tnches, a half inch greater
than the current sue limit, and
open the season for two weeks
beginning Sept 3i. except in (hr
Alllkk-Tower* area

For the Alitak-Tower* area,
which includes about to percent

n ds

s near 01d

noticed by a crewman at 1:30

in . yesterday while the boat
n Y% np(ap *K*mem*

ki

ng

of the female ku»/ crab stocks,
the season would open SepL 3 for
two day*.

By a show of hands, 15 of the
crab fishermen  attending
Tuesday mghl'i advisory com-
outtte meeting voted for sue, sex
and season management and five
opposed Uie proposal. About 60
fishermen attended the meetings.

Harbor

The skipper uid he tnd his

weivmtjcmnevdv survival suits and

crahb

Eqarts cHele reesrs
((%"a_% I'mrae

told the nearly 30 fishermen
aBending bis presentation.

' Farnawurth, who bas over 90
years Cl tnssrahce experience,
much tf It with marine in-
surance, discussed his concept
for an Alaskan Fishermen's
Manne Fund with underwriter*
bi London.

"The reception ringed from
lukewarm to strongly af-
firm*urc." be said.

"I've also talked to Sen. Fred
Tharoff, the rak manager for the
state, the director ol the Division

of Insurance lor the stale,"
Famsworthsaid.
In an insurance pool, the

member* pay In a percentage of
the value of their bull.  The
money Is Invested to make
money. Any loss sustained by a
pool member Is paid out of the
pool's funds, up to wnatever limit
Is net by the pooL There are
several Insurance pools (or
fishing nasals in existence in the
Lower 41

Moat of the existing pools.
Farnsworth said. set an in-
dividual loss limit, but not an
aggregate toes Imut, so that if
catastrophic losses occur uie pool
would be unable to cover the
losses and the individual
members would become liable.

Farnsworth visualise* that the
Alaskan Fishermen's Manne
Fond would use part of Its money
tobuy remsmnce tocover leases
above a sot amount — thus
Insuring the pool against

-catastrophic looe.

In order to work, be believes
the pool should start with about
lib million In capital. OfthatllO
million would be used for the pool
and an amount needed above that
for buying reinsurance.

Because fishermen's insurance
policies come due at different
times cf year, and fishermen
wouldn't want to join the pool
until their existing potions ex-
pined, getting enough money
together tostart up the pool could
be a problem. Farnsworth said.
The state of Alaska, be said, may
be able to beip out live startup
investment.

An Insurance company keeps
14 cents of every dollar paid in; a
pool needs only five cents of
every dollar for administrative
costs. Farnsworth said, which
means an Immediate savings (or

(Please tarn toPage i)

s eason

"We're going to get managed
right out of business. We'U never
see the Northeast, Eastside, or
Westside open again... Fish
and Game won't have Uie money
needed to do surveys until there
Is so much crab out lhert any
idiot could tell the stocks are up.
Fishermen have to do their own
survey." said Kevin O'Leary,
who supported sue, lex and
season management.

"Everything so far has been
managed lo create a pulse
fishery. Fish and Game does Uie
survey, publishes it and then



Parks officiallo visit

To discuss Miller

By RICWXTMAN
a

Kodiak's state park system will be facing some
crucial Issue* in the nexl month, issues that can be
addressed Friday ertieo Ned Johannsen. director of
Parts and Outdoor Recreation for (be State of
Alaska, arrives In town.

Johannsen will be speaking at a no-hcat luncheon
at the Buskin River Inn beginning at noon Friday,
and will be meeting with Kodak's State Parts
Advisory Boerd beginning at 7 pm at Fort Aber-
crombie's parts office. Tbe public Is Invited to both
gatherings.

According to local Parts Supervisor Ed Ap-
person, Johannsen'! visit comes at a time when the
Alaska Legislature Is considering a 1100,000 capital
improvement protect for the construction of a
museum and WWH Interpretive center at Fort
Abercrombie's Miller Point bunker.

That project, Apperson said, "Is going to be one of
the single most giant steps that this community will
make towards tourism and economic develop-
ment"

Tbe local ranger encouraged residents to come
out and meet Johannsen, who has been "a real

Pointprogress

rupporter cf Kodiak."

Apperson also stressed the need for community
support of the Miller Point project which Is
currently being taken up -for consideration In
Juneau.

"What we need now Is we need people here In
Kodiak lo write the chairman of tbe Finance
Committee a letter," Apperson said.

Apperson said the proposed flOOCCO will be
enough to complete the bunker restoration which is
scheduled lo begin in mid-June. He saya (hat once
finished, the center will firmly establish Kodiak's
claim toa major piece of WWQ heritage in Alaska.

"There's more history In Kodiak than any
single area In Alaska,” Apperson said, dting
Russian, Aleut and WWhn history here as three main
features of the Island's past "We could very well be
the historic center for the state of Alaska and this
(C 1P Lcould be one of the big step* that gets us off In
thatdirection.”

“Tbe WWn history market has really not been
tapped yet," the local parts official said, Indicating
his hopes to tap that market.

“This next 30days I'd say Is probably going to be
critical.”

pooling.

(Coottaxd from Pnge 1)
pool members.

Pools can have a profit sharing
plan and can pay claims rapidly.
“Insurance companies don't
always pay claims rapidly — they
play cash flow games,” Farn-
sworth said.

The proposed  Alaskan
Fishermen's Marine Fund would
have a board of directors com-
posed of fishermen and screening
committees of three fishermen in
zach community to review ap-
plicants.

Farnsworth's preliminary
analysis Indicate there are 12,000

vessels in Alaska and that the'

proposed pool could attract 2,000
to 3,000 qualified vessels. He
estimates the average value of
the vessels it 1100000 each —
Kodiak's fleet, be noted, has a
much higher average value.

‘New ,used sale’

this weekend

The Auodatloc for Retarded
Citizens of Kodiak will bold its
annusl “new and used sale"
Friday and Saturday from 10
ajmtolpks. litheam— >

Donahora may be ta-N. *' ‘0.
armory Thursday evenin; i, Yy J
or call <06-3113 or 1063516 ,V-
pickup.

Proceeds from tbe sale wifi be
used (or tba association's
programs. Infant learning, a
developmental program for
children up to age 3, and tbe
respite care program.

‘Behind scenesl

help isneeded

KMXT Is looking for volunteers
to work "behind the scenes" in
the 1906 fund-raiser for (he public
radio station.

Tbe volunteers will be an-
swering telephone! and other
tasks associated with the project.

Anyone interested can contact

Maniels or Bill Maloney at

.Cost of Inmring through the
pool would be about five percent
of the hull value, Farnsworth
estimated. His figures are based
on the pool funds covering losses
up to *230000 per vessel and

reinsurance, purchased by the

pool, picking up leases above
*250.000.

"The state Is very Interested In
this . It has a large vested In-
terest In many of the boats out
there,” said Farnsworth
referring lo state loan program
and the Commercial Fishing and
Agriculture Bank, CFAB.

As well as getting Initial fund-
ing to start the pool, another
obstacle Farnsworth sees is the
lack of qualified marine sur-
veyors. Only a few on the West
Coast, Including Norm Holm of
Kodiak, have the respect of in-
surance underwriters, he said.

Corroon and Black Is an in-
ternational Insurance brokerage
firm, one of the fifth or sixth
largest In the nation. Farnsworth
said. It started as Dawson and
Company based in Alaska and
specializing in construction

K A CC

CHAMBETR

bonding. As the company grew it
expanded lo (he south. It handles
the Insurance for a number <
Kodiak-based vessels.

Corroon and Black's role in the
pool, Farnsworth said, would be
In placing the reinsurance.

"We're sowing a seed,
cultivating a plant to gel it
healthy. When It's blooming il
won't need us.,. We're still
going lo sell your reinsurance
and we think you will need some
help with claims,” Farnsworth
said.

Though the pool initially
wouldn't be selling liability in-
surance, that Is a possibility once
things are going, hesaid.

Right now Farnsworth Is ex-
plaining his proposal to fisher-
men in Alaska's coastal com-
munities. If the program ap-
pears to have a chance of suc-
cess, he hopes lo have the pool in
place by Jan. 1,1987.

"On a scale of one lo 10, when |
started this, | thought the success
was about two — now | think the
chance is about seven," be said.

Everyona
sinvitd ...

FORUWM

Opr* to toe pubic Chimbd membership M repuucd

Thursday,

February 27

$0.00 Buffat Served.11:43 a.m.-12:15 p.m.
Coffee only, $1.00. Meeting 12:15-1 p.m. at the Elka
RcterrtOont picaif, 485-5557

-PROGRAM -
Paul Peylon, actini director,
Cffice of Conmmrefciii Fsheries Development
“The pink ulmon total utilization project.™”

The Kodiak Area Chamber of Commerce
Tom Huntof. Prrjxi#ot

Now Otier%

| tUlk FIOOUUSBLOG.

Another Tylenol death?

NASHVILLE, Tain. TAP) - Trace* of what appeared to
be cyanide were discovered In the body of a ityear-otd
man and In an Extra-Strength Tylenol capsule found In a
bottle beneath his death bed. officials said today.

"Preliminary lets were done Tuesday which Indicate
cyanide Is present,” said Metro Nashville medical
examiner Dr. Charles Harlan. "But we still have some
confirmatory tests to make sure that's what's there.

"If we confirm that It Is Indeed cyanide, then we have to
determine how much Is then. That will help us determine
If the amount there la sufficient to cause death," Harlan
said.

Tests conducted today by the Tennessee Bureau of
Investigation should show whether cyanide caused
Timothy R. Green's death, but it is too soon to tell how the
substance got Into Uiecapsule, Harlan said.

Johnson It Jemnson this month pulled capsules of the
non-aspinn pain reliever from the over-the-counter
market after a New York woman died from taking an
Extra-Strength Tylenol capsule that had been laced with
cyanide.

Her death occurred 3Vi years after seven people In
Illinois died from ingesting cyanide contained in Extra-
Strength Tylenol capsules.

Cold Sandwich Deli

11:30 a.m.-10 p.m.
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Introduced: 2/18/86
Referred: Labor and Commerce
and Resources

IN THE SENATE BY ELIASON
SENATE BILL NO. 442

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
Foran Act entitled: “"An Act relating to reciprocal insurers that provide
marine insurance; and providing for an effective
date."

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

* Section 1. FINDINGS. A crisis exists in the marine insurance market
that is seriously affecting persons who fish commercially in the state.
Thedevelopment of insurance reciprocals to provide marine insurance would
help alleviate this crisis. Persons who fish commercially in the state are
generally unable to bear the cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce
and Economic Development should provide financial and technical assistance
to persons who wish to form reciprocal insurers toprovide marine insur-
ance.

* Sec. 2. AS 21.39.155(a) is amended to read:

(a) The director may require carriers, except a reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public u tilities under AS 21.75 or a reciprocal insurer
formed under AS 21.75 to provide marine insurance, as a condition of
writing a line of insurance dealing with workers’ compensation, to
participate in an assigned risk pool if the director finds that manda-

tory carrier participation is in the public interest.
* Sec. 3. AS 21.75.020(a) is amended to read:

(a) Except as provided in (c) of this section, a [A] reciprocal

-1- SB 442
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*

insurer may, upon qualifying as provided for by this title , transact

any kind or kinds of insurance defined by this title , other than life

or title insurances.

Sec. 4. AS 21.75.020 is amended by adding a new subsection to read:
(c) The director shall establish by regulation the type of

marine insurance that a reciprocal insurer may provide.

* Sec. 5. AS 21.75.050 is amended by adding a new subsection to read:
(e) Notwithstanding (a) - (c) of this section, the director

shall establish by regulation the level of surplus to be maintained by

a reciprocal insurer providing marine insurance.

* Sec. 6. AS 21.75.060 is amended by adding new subsections to read:
(d) The director may provide financial and technical assistance

to persons who wish to establish a reciprocal insurer to provide

marine insurance under this chapter.

(e) The areas the director may assist the person with under d)

of this section include

1) preparing the documentation necessary to form the
reciprocal insurer;

(2) obtaining reinsurers for the reciprocal insurer;

(3) preparing subscriber rules and management procedures
for the reciprocal insurer;

4) financing the formation expenses of the reciprocal
insurer;

(5) managing the reciprocal insurer.
* Sec. 7. AS 21.75.230 is amended by adding a new subsection to read:

d) Notwithstanding (a) - (c) of this section, a reciprocal

insurer that provides marine insurance may issue policies that are

nonassessable.

* Sec. 8. AS 21.80.180(5) is amended to read:
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(5) "insolvent
A)
an assessable

except

only municipalities or

insurer™

authorized

means an insurer

to transact insurance in this state,
reciprocal insurer formed by and insuring
nonprofit public u tilitie s, a reciprocal

insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the Health Care
Providers Joint Underwriting Association established under
AS 21.88, either at the time the policy was issued or when the
insured event occurred, and

(B)

jurisdiction;

determined

to be insolvent by a court of competent

Sec. 9. AS 21.80.180(6) is amended to read:

(6) "member insurer”™ means a person, except an assessable
reciprocal insurer formed by and insuring only municipalities or
nonprofit public u tilitie s, a reciprocal insurer formed under AS 21.75

to provide marine insurance,

Alaska, and the Health Care

the Medical Indemnity Corporation of

Providers Joint Underwriting Association

established under AsSs 21.88, who
A) writes [ANY KIND OF] insurance to w hich this
chapter applies under AS 21.80.020 including the exchs.nge of
reciprocal or interinsurance contracts, and
(B) is licensed to transact insurance in the [THIS]
state;
* Sec. 10. This Act takes effect immediately in accordance with AS O01.-

10.070(c).

SB 442



COMMITTEE

REPORT

SENATE z

2/18/86

Mr. President

The Committee on Labor & Commerce considered SB 442
relating to reciprocal insurers that provide marine insurance;
and (a majority of the committee) (the committee) reports

the following recommendations:

FURTHER:

Date

do pass
[ 1 do pass with attached amendment(s)
replace with/or adopt CsS for
new title
title and recommends

L1
L1
[] same
[ 1 and attached a "LETTER OF
[ 1 reports it back without
[ 1 recommends referral to

MEMBERS SIGNING
DO PASS

INTENT" [ ]

recommendation

MEMBERS HAVING
OTHER RECOMMENDATIONS

-"ESS8ge£S=>

efd.

back with

NEW FISCAL NOTE

Committee



COMMITTETE

S ENA

2/18/86

REPORT

T E
FURTHER:
Date

Mr. President
The Committee on FINANCE considered SB 446
relating to the budget reserve fund and the reserve for emergency
operating expenses account; efd.
and (a majority of the committee) (the committee) reports it back with
the following recommendations:
do pass
do p?ss with attached amendment(s)
replace with/or adopt CS for
new title
same title and recommends
and attached a "LETTER OF INTENT" [ 1 NEU FISCAL NOTE
reports it back without recommendation

recommends referral to
MEMBERS SIGNING

DO PASS

Committee

MEMBERS HAVING
OTHER RECOMMENDATIONS

Chairman

Chairman recommendation



Introduced: 2/18/86
Referred: Finance

IN THE SENATE BY JOSEPHSON

For

BE

SENATE BILL NO. 446

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
an Act entitled: "An Act relating to the budget reserve fund and the
reserve for emergency operating expenses account; and
providing for an effective date."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 37.05 is amended by adding a new section to read:
Sec. 37.05.156. BUDGET RESERVE FUND. (a) There is established
>
as a separate fund in the state treasury the budget reserve fund. The

*

*

budget reserve fund consists of money appropriated to that fund from

the undistributed income account of the Alaska permanent fund and
other sources. The maximum amount in the fund may not exceed 50
percent of the total amount of appropriations made during the

preceding fiscal year.

(b) If the legislature determines that money in the general
in a fiscal year is less than 95 percent of the amount appropriated
from the general fund during the preceding fiscal year, amounts may be
transferred from the budget reserve fund to the general fund, up to a

limit of 25 percent of the budget reserve fund balance or the differ-

ence between money in the general fund in that fiscal year and 95
percent of the amount appropriated during the preceding fiscal year,
w hichever is less. Determination of the need for a transfer of money

from the budget reserve fund for a fiscal year must be made during the

iinal quarter of that fiscal year.

Sec. 2. AS 37.05.159 is repealed.

Sec. 3. This Act takes effect immediately in accordance with AS 01.-

-1- SB 446
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IN THE SENATE

,C

BY JO%PHSON

SENATE BILL NO. 446

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE -

FOI" an Act entitled:
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This Act

SECOND SESSION

A BILL
“"An Act relating to the budget reserve fund and the
reserve for emergency operating expenses account; and

providing for an effective date."'

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

amended by adding a new section toread:

BUDGET RESERVE FUND. (a) There is established
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Introduced: 2/18/86
Referred: Finance

IN THE SENATE EY JOSEPHSON
SENATE BILL NO. 447

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making special appropriations to the budget

reserve fund; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Theunexpended and unobligated balance of the reserve for
emergency operating expenses account (AS 37.05.159) is appropriated to the
budget reserve fund (AS 37.05.156).

* Sec. 2. The unexpended and unobligated balance of the money from the
settlement or other <conclusion of the Trans-Alaska Pipeline System rate
case, State v. Amerada Hess, et al, Superior Court, First Judicial Dis-
trict, Case No. 77-847 (civil), and United States v. Alaska, No. 84 origi-
nal, United States Supreme Court is appropriated to the budget reserve fund

(AS 37.05.156).

* Sec. 3. The unexpended and unobligated balance of the money from
taxes, together with penalties and interest on the taxes, levied under
AS 43.56 (oil and Gas Exploration, Production and Pipeline Transportation
Property Taxes), AS 43.57 (Oil and Gas Regulation and Conservation Tax),

former AS 43.58 (O il and Gas Reserves Ad Valorem Tax), and former AS 43.21
(Oil and Gas Corporate Income Tax) for a tax year ending before January 1,
1985, and paid to the state after December 31, 1985, is appropriated to the
budget reserve fund (AS 37.05.156).

* Sec. 4. This Act takes effect on the effective date of an Act enti-
tled: "An Act relating to the budget reserve fund and the reserve fox

emergency operating expenses account; and providing for an effective date.
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Introduced: 2/18/86
Referred: Finance

IN THE SENATE BY JOSEPHSON
SENATE BILL NO. 447

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: “"ANn Act making special appropriations to the budget
reserve fund; and providing for an effective date.™

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The unexpended and unobligated balance of the reserve for
emergency operating expenses account (AS 37.05.159) is appropriated to the

budget reserve fund (AS 37.05.156).

* Sec. 2. The unexpended and unobligated balance of the money from the
settlement or other conclusion of the Trans-Alaska Pipeline System rate
case, State v. Amerada Hess, et al, Superior Court, First Judicial Dis-

trict, Case No. 77-847 (civil), and United States v. Alaska, No. 84 origi-
nal, United States Supreme Court is appropriated to the budget reserve fund

(AS 37.05.156).

* Sec. 3. The unexpended and unobligated balance of the money from
taxes, together with penalties and interest on the taxes, levied under
AS 43.56 (oil and Gas Exploration, Production and Pipeline Transportation
Property Taxes), AS 43.57 (Oil and Gas Regulation and Conservation Tax),
former AS 43.58 (Oil and Gas Reserves Ad Valorem Tax), and foidter AS 43.21
(Oil and Gas Corporate Income Tax) for a tax year ending before January 1,

1985, and paid to the state after December 31, 1985, is appropriated to the
budget reserve fund (AS 37.05.156).

* Sec. 4. This Act takes effect on the effective date of an Act enti-
tied: "An Act relating to the budget reserve fund and the reserve for

emergency operating expenses account; and providing for an effective date.™
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