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S u r v e y  of Use of 

Social S e c u r i t y  A c c o u n t  Numbers 

on State Forms

E X T E N T  O F  U S E

At p r e s e n t  the State o f  A laska uses a p p r o x i m a t e l y .6,500 forms (excluding 

U n i v e r s i t y  o f  Alaska) to ad m i n i s t e r  its many programs and its personnel 

a nd fiscal operations. Of those forms, 13% or 832 request social s e c u r i t y  

a c c o u n t  n umber from persons applying for services or assistance. The 

U n i v e r s i t y  o f  A l a s k a  utilizes an additional 43 forms, which a s k  for an 

i n dividual's social secu r i t y  account number. Only 15% of all the forms 

r eq u e s t i n g  social s e c u r i t y  a c c ount numbers are computerized a t  this 
time.

T he Dep a r t m e n t  of Labor, M i l i t a r y  Affairs, and Administration use 60% o f  

all forms r e q u esting social secu r i t y  a c c ount numbers. The De p a r t m e n t  of 

Labor utilizes social security numbers as its primary i d e n t i f i e r  on its 

U n e m p l o y m e n t  Compen s a t i o n  forms and Workmen's Compensation files. T h e  

m i l i t a r y  serial n u m b e r  was recently changed to be the same as the i n d i v i d u a l ' s  

social s e c u r i t y  a c c o u n t  number, and the Department o f  M i l i t a r y  A f f a i r s  

u t i l i z e s  the m i l i t a r y  serial number on m a n y  of its forms. T h e  D e p a r t m e n t  

of A d m i n i s t r a t i o n ' s  s t atewide personnel, payroll, and r e t irement systems 

use social s e c u r i t y  a c c o u n t  numbers as a key identifier.

IMPACT ON PUBLIC

T h e  13% o f  state forms wh i c h  request social security account n u m bers arc: 

g e n e r a l l y  those in h e a v y  use by the general public. They ra n g e  in s c o p e  

f ro m  a p p l i c a t i o n  for a driver's license to an application for a hair d r e s s e r ' s ,  

license. At any given time, the a v e rage citizen probably has a t  least 3 

cards on his pos s e s s i o n  for w h i c h  he was requested to release his social 

s e c u r i t y  a c c o u n t  number. Th e y  m a y  include:

(1) Driver's License

(2) V o t e r  Regist r a t i o n  Card

(3) H u n t i n g  and Fishing License

(4) State Empl o y e e  I dentification Card

(5) U n i v e r s i t y  of Alaska Student Identification Card

L E G A L  R E Q U I R E M E N T S

In response to a q u e s t i o n n a i r e  forwarded to the agencies that requested 

social s e c u r i t y  a c c o u n t  numbers on some of th e i r  forms, the agencies 

cited laws and r egulations to j u s t i f y  their request. Most o f  these 

c i t a t i o n s  wer e  related in some w ay to federal government requirements.

For example, income tax, social s e c u r i t y  retirement, and c e r tain public 

a s s i s t a n c e  laws we r e  often cited. Only rarely were state laws o r  r e g u l a t i o n s  

ci t e d  arid those were w i t h  regard to c o n tractor's licensing and labor 

ass i s t a n c e  programs.

J U S T I F I C A T I O N  FOR USE

A l t h o u g h  m o s t  agencies could not cite a specific law or regulation 

requiring the use of social security account numbers, many s t r e s s e d  the



i m p o r t a n c e  of the number as a positive m e t h o d  of verifying identification,

T h e  Department of Revenue's reply, for example, noted "the u se o f  numbers 

h as a g r e a t e r  degree of a c c u r a c y  as handwriting or printing of t e n  leads 

to m i s s p e l l e d  names." The O f fice of Elections stated that it requests 

social security account numbers "in order that we may i d e n t i f y  the 

v a r i o u s  people with the same name o r  initials." A few d e p a r t m e n t s  

s t r e s s e d  that tiiey w o u l d  not deny a person services or a s s i s t a n c e  if he 

r e f used to supply his social s e c u r i t y  number.

S o m e  agencies requested social secu r i t y  account numbers f r o m  t h e i r  

c l i e n t s  in order to comply w i t h  a request from another d e p a r tment, 

a g e ncy, or office. For example, the Department ot Health a nd Social 

S e r v i c e s  uses the social s e c u r i t y  account number on its p u b l i c  a s s i s t a n c e  

f r a u d  f o r m  in order to request information from Department o f  Labor, 

w h o s e  s y s t e m  uses social s e c u r i t y  account numbers as identifiers. O t h e r  

depar t m e n t s ,  such as P ublic S a f e t y  which have unique personnel or 

payroll forms, use social secu r i t y  account numbers quite f r e q u e n t l y  so 

t h a t  t h e i r  personnel information is comparable with d a t a . c o l l e c t e d  by 

D e p a r t m e n t  of Administration.

O T H ER  I S S U E S

R e c e n t l y  the Office of the O m b u d s m a n  has become involved in several comp l a i n t  

c o n c e r n i n g  the r equirement that a social security account n u m b e r  be 

s u p p l i e d  w h e n  applying for c e r t a i n  state services, such as a driver's- 

l i c e n s e  or University of A l a s k a  library card. The Dep a r t m e n t  o f  Public 

Safety, in particular, has responded to these complaints by p o s ting 

s i g n s  in their off ices s t a ting .that an applicant m a y . r e f u s e  to r e l ease 

his n u m b e r  and will not be denied a license because of this action.

Also, a bill has been introduced in the Senate on this t o p i c — SB 203.

T h a t  bill states that no p erson shall be required to release his social 

s e c u r i t y  account n u m b e r  in or d e r  to obtain state services o r  assistance.

An e x e m p t i o n  is provided f or programs that are required to a s k  for the 

n u m b e r  as a condition of t h e i r  feder a l - s t a t e  plan. The bill is c u rrently 

in S e n a t e  J u d i c i a r y  Committee.
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S U RVEY OF FORMS EMPLOYING S OCIAL SECURITY A C C O U N T  NUMBERS 

CURRENTLY IN USE IN A L A S K A  PROGRAMS

Page 1 of 4

D e p a r t m e n t  or Office

Reasons for Use of . 

Social Security A c c o u n t  Number 

Total N umber Number of ' Positive Required

of Forms Forms V e rification By Ot h e r  Other

Using SSN Computerized of ID___________ A g e n c y ___________

Law/Regulation

Cited

Number 

of Forms

Under Types of Forms Using

Cite Social Security Account Number

IFFICE OF GOVERNOR 22

Governor's Office

C emme rc i a 1 F i s h e ri es 

Entry Commission

i

14

Human Riohts Commission

A laska Police Standards' 

Counci 1

Alaska Historical Commission 1

FFICE OF LT. GOVERNOR

PARTM E N T  OF ADMINISTRATION 95

■IPAC7MENT OF LAW

0

13

0

0

0

1

28

20

14

90

2

0

0

0

1

0

4

0

0

0

0

0

0

1

None

None

None

1

0

0

None

None

Grant: IRS Reg. 1

None

IRS Reg.; FICA Reg.; 

Treasury Dept. Reg.

0

16

Pa y r o l 1:

26 USC |6109(d)

Child Support E n f o r c e­

ment: Title IV-D;

Social Security Act

See separate division detail. 

P e r s o n n e l / p a y r o l 1 

A p p l i c a t i o n  and program forms.

Comp l a i n t  forms; (Note: These forms 

are under revision and social s e­

curity numbers will be removed.)

0 P e r s o n n e l / p a y r o l 1; program forms

Grant application including personal 

services.

Election forms.

P e r s o n n e l / p a y r o l 1; retirement 

(teachers', PERS, Social Security); 

pioneer benefits; insurance; finance; 

deferred compensation; data p r o c e s­

sing; housing.

Payroll; testimony form; directions 

for service form.
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i' tsartment or Off .‘ce

DEPARTMENT CP REVENUE 2

■Jtr.-.R: Mi NT OF EDUCATION

rs — r\ * r'T' *P \‘T■j :.r •. 1 in i OF HEALTH &

SOCIAL SER\I K i S  3

DEPARTMENT OF LA B O R4

DEPARTMENT OF COMMERCE &

iwOi'.O/iIC unIVELOPMENT 5

ofReasons for Use 

Social Secu r i t y  A c c ount Number

Total Number Number of 

of Forms Forms 

Usinq SSN Computerized

Positive 

Verification 

of ID.

57

22

17

12

7

26

50

21

18

241

0/

Required 

By Other 

A gency

Other

3S

15

L a w / R e gulation

Cited

Tax forms:

25 USC 16109(d)

P e r s o n n e l / P a y r o l l : 

Social Security Act

Title IV-A;

Title IV- D ;

45 CFR 206(a)(v)(A) 

45 CFR 232.10 

45 CFR 259,71 
45 CFR 302.70 

45 CFR 302.71

8 AAC 85.020 

8 AAC 85.040 

8 AAC 85.030

AS 08.18.021(1) 

(contractor) .
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Number 

of Forms

Under Types of Forms Using

Cite Social Security A c c o u n t  Number

31 P e r s o n n e l / p a y r o l l ; individual and

11

corporate tax forms; fishing, hunt 

trapping license; fur d e a l e r  licen 

taxidermy license; business licens 

liquor license; coin operated ecui 

men t  distributor's patent; canpery

license, contractor's license,

Student loan; teacher certificatic 

vocational rehabilitation.

P e r s o n n e l / p a y r o l 1; catastrophic 

illness form; public assistance 

forms; fraud comp l a i n t  form; API 

forms; a l c o holism forms; child 

support enforcement; state medical 

ID card; corrections booking and 

parole form; H a r b o r v i e w  personnel

forms; mental health referral for

nursing family folder; social s er­

vices forms; v i o l e n t  crimes compen 

sation form.

15 Employment service forms; unemploy

men t  insurance forms; wage and hou 

forms; workmen's c o m pensation form 

personnel/payroll; fisherman's fun 

forms; occupational safety and 

health forms.

Occupational licensing; A K  T r a n s­

portation Commission; uniform form 

for securities; broker dealer.
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••en.t or Office

DEPARTMENT OF MILI T A R Y

A-FAIKS

A R 7 M E N T  o f  n a t u r a l

C.ACES

DEPARTMENT OF FISH 6 GAME

DEPARTMENT OF PUBLIC WORKS

. . .  r.\ i i i j i  I OF HIGHWAYS

DEPARTMENT CF ENVIRONMENTAL

CONSERVATION

ictal Number N u mber of 

of Forms Forms 

Usinc SSN Computerized

Reasons for Use of 

Social Security A c c ount Number 

Positive Required

V e r i f i c a t i o n  By Other Other 

of ID Acencv

Number

of Forms

Law/Regulation

Cited

Under
rNrlie

Types of Forms Using 

Social Security A c c o u n t  Number

DEPARTMENT CF PUBLIC SAFETY

157

4

53

13

3

0

10

157

o

33

14

S

0

'26

0

0

0

0

Army Reg. 600-2;

A ir Forces Reg. 

Disaster Office Reg,

157

Veteran's preference: 

AS 3S.05-.067 *

AS 38.05.035(A)(4)

11 AAC 54.250(B)

None

For pavroll functions: 

IRS Reg.

Social Security Reg.

None

None

Not applicable

0

0

A rmy n ew requires use of social 

secur i t y  number as military serial 

number. Serial number is requested 

on m o s t  program forms.

P e r s o n n e l / p a y r o l l ; employee insur­

ance; veteran's preference for land

(Note: Veteran's m i l i t a r y  serial

number is n ow social security n um­

ber. See D e p a rtment of Military 

Affairs for law citation.)

Personnel; cannery ticket; hunting, 

trapping, sport fish ID card; pilot 

house/trip ticket book; commercial 

fishing gear and/or vessel license 

t ransfer form.

P e r s o n n e l / p a y r o l l ; security guard 

licensing; background investigation: 

state trooper f o r m s , wanted persons 

report, press reports; service r e­

quests; mo t o r  vehicle form; driver': 

record and licensing; pilot tr a i n­

ing; state ID card; fish and game 

protection forms; aircraft form.

P e r s o n n e l / p a y r o l l ; marine t r a n s p o r­

tation; aviation.

P e r s o n n e l / p a y r o l 1 

None



Department of Office

Total Number 

of Forms 

U s i n o  SS. ’ i

Number of 

Forms 

Computerized

Reasons for Use of 

Social Security Account Number 

Positive Required

Verification By Other Other 

ID__________ Agency___________of

Law/Regulation

Cited

Number 

of Forms 

Under 

Cite

Types of Forms Using 

Social Security Account Number

DEPARTMENT OF COMMUNITY 1 5
REG IO N A L  A F F A I R S  6

L E G I S L A T U R E  2

COURT SYSTEM 5

U N I V E R S I T Y  OF ALASKA 4 3

TOTAL 3 7 5

1 0 I I

0 1 1

0 1 3

15 7 6

135 701 110

4 None 0

0 P e r s o n n el/payroll: 1

Social Security Act

1 None 0

30 Personnel/payroll: 7

IRS REG; Cooperative 

Extension: Federal 

Civil Service Req

54 249

P ayroll/personnel; senior citizen's 

tax exemption program; day care pro­

gram; farm use program; expense 

reports; Manpower (CETA) (Note:

Five forms used by the department 

contain social security number at 

request of Research Division, Legis­

lative Affairs Agency. The request 

was made in conjunction with data 

matrix project.)

Personnel/payrol1

Personnel; child support applica­

tion form; cash appearance bond 

form; report of coroner call form; 

inability to afford counsel form.

Admissions; accounts services; 

general ledger; business office; 

correspondence stuay; personnel/ 

payroll; rural education; travel 

reimbursement; physical plant; 

cooperative extension activity 

report; housing forms; ID card.

Revised 5/31



FOOTNOTES

1. T h e  A laska Police Standards Council notes that 'its regulations

(6 A A C  70.010(d)) permit the council to request necessary i n f o r m a­

tion to evaluate merits of applications.

2. The D e p a rtment of Revenue cited AS 16.05.360 as j u s t i f i c a t i o n  for 

requiring social security number on its fish and game license 

forms. T h a t  statute permits the commissioner to r e q uest any 

r e a s onable information, but does not specifically itemize the 

r e q u i r e m e n t  of social secu r i t y  numbers.

3. The D e p a r t m e n t  of Health and Social Services cited stat u t e s  that 

require them to cooperate with federal government in p u b l i c  a s s i s t­

ance programs (AS 47.05.010(11), AS 47.25.330(3)). Th e s e  statutes

• do not s p ecifically r e q uire the use of social security numbers on 

public assistance forms. M a n y  federal programs, though, require 

the use’ of social security numbers for 1 0  and tracking purposes. 

"Cooperating" with the federal government therefore m i g h t  be seen 

as a r equirement for requesting social security numbers f r o m  clients.

The D e p a r t m e n t  of Health and Social Services also cited stat u t o r y  

m a n d a t e  (AS 47.37.040(9)) to "make available relevant statistical 

information including n umber of persons treated" in a l c o h o l i s m  p r o­

grams. The d e p artment cited this reference as d o c u m e n t a t i o n  of 

a llowing them to collect information including social security 

number, but not n strict requirement, of the inclusion of that data 

item.

T he D e p a rtment of Health a n d  Social Services cited AS 47.10.010,

AS 47.10.030, and Children's Rules, Rule 10, as docum e n t a t i o n  that 

the Division of Social Services 'is responsible for c e r tain child 

custody matters that require the use of social security numbers in 

order to locate missing parents.

4. T he Department of Labor has also cited laws (AS 23.30.100, AS 23.

30.155, AS 23.35,050) wh i c h  permit, but do not require, the use of 

social security numbers for certain Workmen's C o m p e n s a t i o n  and 

Fisherman's Fund forms.

5. T h e  De p a r t m e n t  of Commerce and Economic Development has cited

AS 08. 6 4 . 1 9 0  to support u s e  of social security numbers in licensing 

physicians. Tha t  statute gives the licensing board the a uthority 

to require "other information" on its application wh i c h  the board 

considers "necessary" in. order to evaluate the candidate.

6 . T he Department of C ommunity and Regional Affairs cited AS 29.53.035

to support its use of social security numbers in its form use

a s s essment application. Tha t  statute gives the state asse s s o r  the 

a u thority to proscribe forms which include such information which 

m a y  be reasonably required to determine the en t i t l e m e n t  of the 

applicaLion.
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907 465-3800

LEGISLATIVE AFFAIRS A G E N C Y

M E M O R A N D U M  April 5, 1977

SUBJECT: Survey o f  Use of Social Security Account Number in State Forms 

(N.O. #3499)

TO : The Honorable Charlie Parr 

Chairman, House HESS

FROM : Deborah Behr ( 'w
Research Analyst

Earlier this session, y ou requested a survey on the use of social security 

account numbers on state forms. The enclosed report is the result of 

that survey. The survey was done in two major stages: (1) collection of 

forms and (2) requesting of information on use of social security account 

number. Forms were collected from the Department of Administration, 

Division of General Services and Supply, which controls state form 

production. Also, specific agencies, departments, and offices were 

contacted to obtain information. After the forms v/ere collected, question­

naires were forwarded to each agency asking specific questions with 

regard to use of social security account number, such as the reasons for 

including it and the legal citations requiring that agency to request 

the number.

The Department of Administration estimates that there are over 6,500 

forms in use statewide, excluding the University of Alaska. Forms, such 

as the personnel application form, which are used throughout the state, 

were included only in the counts relating to the department that originated 

the form. If an agency, such as University of Alaska, had its own 

personnel form, that form was counted and included with that particular 

agency total.

As of this date, all agencies, except for the University of Alaska, 

have responded to my questionnaire. The University returned its forms 

later than other agencies. My questionnaire therefore was mailed later to 

the University than to other agencies. The University was requested to 
respond to the questionnaire by April 6, 1977.

In addition to the report, I have also included notebooks containing the 

forms and agencies' responses. These forms are grouped by agency in 

which the form is used. Also, I have included a brov/n notebook containing 
the laws cited by Departments which require them to request social 
security account numbers.

If you have any questions regarding this study, please do not hesitate 
to contact me at 465-4917.



Survey of Use of 

Social Security Account Numbers 

on State Forms

At present the State of Alaska uses approximately 6,500 forms (excluding 

University of Alaska) to administer its many programs and its personnel 

and fiscal operations. Of those forms, 13% or 832 request social security 

account number from persons applying for services or assistance. The 

University of Alaska utilizes an additional 50 forms, which ask for an 

individual's social security account number. Only 15% of all the forms 

requesting social security account numbers are computerized at this 

time.

The Department of Labor, Military Affairs, and Administration use 60% of 

all forms requesting social security account numbers. The Department of 

Labor utilizc-s social security numbers as its primary identifier on its 

Unemployment Compensation forms and Workmen's Compensation files. The 

military serial number was recently changed to be the same as the individual's 

social security account number, and the Department of Military Affairs 

utilizes the military serial number on many of its forms. The Department 

of Administration's statewide personnel, payroll, and retirement systems 

use social security account numbers as a key identifier.

IMPACT O N  PUBLIC

The 13% of state forms which request social security account numbers are 

generally those in heavy use by the general public. They range in scope 

from application for a d r i v e r’s license to an application for a hairdresser's 

license. At any given time, the overage citizen probably has at least 3 

cards on his possession for which he was requested to release his social 

security account number. They may include:

(1) Driver's License

(2) Voter Registration Card

(3) Hunting and Fishing License

(4) State Employee Identification Card

(5) University of Alaska Student Identification Card

EXTENT OF USE

LEGAL REQUIREMENTS

In response to a questionnaire forwarded to the agencies that requested 

social security account numbers on some of their forms, the agencies 

cited laws and regulations to justify their request. Most of these 

citations were related in some way to federal government requirements.
For example, income tax, social security retirement, and certain public 

assistance laws were often cited. Only rarely were state laws or regulations 
cited and those were with regard to contractor's licensing and labor 

assistance programs.

JUSTIFICATION FOR USE

Although most agencies could not cite a specific law or regulation 

requiring the use of social security account numbers, many stressed the
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importance of the number as a positive method of verifying identification.

The Department of Revenue's reply, for example, noted "the use of numbers 

has a greater degree of accuracy as handwriting or printing often leads 

to misspelled names." The Office of Elections stated that it requests 

social security account numbers "in order that we may identify the 

various people with the same name or initials." A  few departments 

stressed that they would not deny a person services or assistance if he 

refused to supply his social security number.

Some agencies requested social security account numbers from their 

clients in order to comply with a request from another department, 

agency, or office. For example, the Department of Health and Social 

Services uses the social security account number on its public assistance 

fraud form in order to request information from Department of Labor, 

wh o s e  system uses social security account numbers as identifiers. Other 

departments, such as Public Safety which have unique personnel or 

payroll forms, use social security account numbers quiv.e frequently so 

that their personnel information is comparable with data collected by 

Department of Administration.

OTHER ISSUES

Recently the Office of the Ombudsman has become involved in several complaints 

concerning the requirement that a social security account number be 

supplied when applying for certain state services, such as a driver's 

license or University of Alaska library card. The Department of Public 

Safety, in particular, has responded to these complaints by posting 

signs in their offices stating that an applicant may refuse to release 

his number and will not be denied a license because of this action.

Also, a bill has been introduced in the Senate on this topic--SB 283.

That bill states that no person shall be required to release his social 

security account number in order to obtain state services or assistance.

An exemption is provided for programs that are required to ask for the 

number as a condition of their federal-state plan. The bill is currently 

in Senate Judiciary Committee.
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c o u n t e r f e i t  p r o o f  S o c i a l  S e c u r i t y  r a i d s ,  c o d e d  t o  s h o w  t l j e  b e a r e r ' s  l e g a l  e n t i t l e m e n t  
t o  w o r k  in  t h e  U n i t e d  S l a t e s ,  a n d  a  l e g i s . a t i x e  b a n  o n  t h e  e m p l o y m e n t  o f  p e r s o n s  w h o  
d o  n o !  p o n s e s : ;  s u c h  p r o o f  o f  e n t i t l e m e n t .  I f  a d o p t e d ,  t h i s  p r o g r a m  w o u l d  f i r i n g  t o -  
g e t  h e r  t w o  e s s e n t i a !  e l e m e n t s  o f  a  a n t i c : . e l  i d e n t i t y  d o c u m e n t :  t h e  u n i v e r s a l  i d e n t i f i e r  
( i n  t h e  S o c i a l  S e c u r i t y  n u m b e r ) ,  a n d  t h e  i d e n t i t y  d o c u m e n t  a s  a  l e g a l  p r e c o n d i t i o n  t o  
p a r t i c i p a t i o n  i n  t h e  l i f e  o !  t h e  c o m m . m i h . P>n(. i n  f a c t ,  w e  a l r e a d y  h a v e ,  t h e  m a j o r
c L .m i : . • / ; ! : .  o f  ;i r a t i o n a l  i d e n t i t y  d n - . n i , •■•ni, f o r  t h e  S o c i a l  S e c u r i t y  n u m b e r  h a s  b e c o m e ,



for :»11 practical purposes, the American u?»ivcrsnl identifier, and the irs::i:ipij 1 *! 1 ioi> 
o f  personal information as a i::c;;:;s of controlling the participation of individuals 
in the activities of the commui jty is a 1 read}- far advanced in our society.
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O r j f . i n a * i n f ;  i n  ] f ; S C  a s  a n  i d e n t i f i e r  f o r  S o c i a l  S e c u r i t y  a c c o u n t s ,  a n d  e x t c - n o e d  a  
v t a r  I n t e r  t o  s t a t e  u n e m p l o y m e n t  i n s u r a n c e  p r o a , r a m s ,  t h e  S o c i a l  S e c u r i t } ’ n u m b m  
w a s  ; i o l  o t h e r w i s e  c o m m o n l y  u s e d  i n  p u b ? i o  o r  p r i v a t e  r e c o r d  s y s t e m s  f o r  t n e  n e x t  
t w e n t y - f i v e  y e a r s .  I t  i s  i n t e r e s t i n g  n o w  t o  r e c a l l ,  t h a t  m i s g i v i n g s  h a d  b e e n  e x ­
p r e s s e d  a b o u t  t h e  i m p l i c a t i o n s  o f  t h e  S S N  a s  a  u n i v e r s a l  i d o n l h i o z *  f r o m  t h e  v e r y  
s t a r t ,  r e f j u i r i n g  r e p e a l e d  o f f i c i a l  a s s u r a n c e s  t h a t  t h e  g o v e r n m e n t ' s  u s e s  o f  t n e  
n u m b e r  w o u l d  b e  s t r i c t l y  l i m i t e d  t o  a d  m i  l i s t  r a t i o n  o f  t h e  S o c i a l  S e c u r i t y  s y s t e m .
Y e t  t h e  f e d e r a l  g o v e r n m e n t  i t s e l f  i n i t i a t e  1 t h e  m o v e  t o w a r d  a  u n i v e r s a l  i d e n t i f i e r  
■"hen ,  i n  . 1DG2,  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  a d o p t e d  t h e  SS . \ '  a s  a  t a x p a y e r  i d e n t i ­
f i c a t i o n  n u m b e r .  O v e r  t h e  l a s t  s i x t e e n  y e a r s  t h e  S S X  h a s  b e c o m e  t h e  s t a n d a r d  
i d e n t i f i e r  f o r  f e d e r a l  e m p l o y e e s ,  p a t i e n t 1; a t  V . A .  h o s p i t a l s ,  a l i e n s ,  m i l i t a r y  
p e r s o n n e l ,  h o l d e r s  o f  T r e a s u r y  b o n d s ,  s e c u r i t i e s ,  a n d  b a n k  a c c o u n t s ,  a n d  
r e c i p i e n t s  o f  a l l  h i n d s  o f  f e d e r a l  b e n e f i t s .  I t  i s  u s e d  b y  t h e  s t a t e s  a n d  l o c a l i t i e s  
f o r  p u b l i c  a s s i s t a n c e  p r o g r a m s ,  s c h o o l  j e c o r d s ,  c i v i l  s e r v i c e  e m p l o y m e n t ,  
m o t o r  v e h i c l e  r e g i s t r a t i o n  a n d  d r i v e r s ’ 1 c e n s e s ,  v o t e r  r e g i s t r a t i o n ,  f i s h i n g  a n d  
g a m e  l i c e n s e s ,  e v e n  l i b r a r y  c a r d s ,  a n d  >n r e c o r d s  s e n t  b y  s t a t e  a n d  l o c a l  l a w  
e n f o r c e m e n t  a g e n c i e s  t o  t h e  r ' i ' . l ’ s  N a t i o n a l  C r i m e  I n f o r m a t i o n  C e n t e r .  I n  t h e  
p r i v a t e  s e c t o r ,  t h e  n u m b e r  f r e q u e n t l y  a p p e a r s  o n  s t u d e n t  a n d  e m p l o y e e *  lh> c a r d s ,  
h o s p i t a l  r e c o r d s , i n s u r a n c e  p o l i c i e s ,  r l e p a r i m e n t  s t o r e  c h a r g e  a p p l i c a t i o n s ,  a n d  
t e l e p h o n e  a n d  e l e c t r i c i t y  a c c o u n t s  - -  t o  n a m e  o n l y  a  s a m p l i n g .A f e w  y e a r s  a g o ,  C o n g r e s s  f i n a l l y  r e s p o n d e d  t o  e m e r g i n g  p u b l i c  a n x i e t y  o v e r  t h e  
p r o l i f e r a t i o n  o f  u s e s  o f  the- S S N „  B y  I s Y - l ,  the .  A m e r i c a n  p e o p l e  c l e a r l y  h a d  c o m e  
t o  p o r c - o i v c ?  t h e  i n c e s s a n t  d e m a n d s  f o r  d i s c l o s u r e  o f  t h e  S S N  n o ;  o n l y  a s  a n  i n t r u s i o n  
o n  t h e  r i g h t  o f  p r i v a c y  i n  i t s e l f ,  b u t  a l s o  a s  a  s y m b o l  o f  a l l  t h a t  i s  t h r e a t e n i n g  in  
m o d e r n  d a t a  c o l l o d i o n  p r a c t i c e s  - -  t h e  u s e  o f  i n f o r m a t i o n  a s  a  m e c h a n b  rn  f o r  
s o c i a l  c o n t r o l .  T h e  s p e c t r e  o f  t h e  " o n e  b i g  d o s s i e r "  k e y e d  t o  t h e  S o c i a l  S e c u r i t y  

' u m b e r  w a s  n o  l o n g e r  J u s t  a  l i t e r a r y  f a n t a s y ;  t h e  p u b l i c  k n e w  e n o u g h  a b o u t  the .  
m . e s  a n d  a b u s e s  o f  p e r s o n . * !  1 r e c o r d s ,  a n d  a b o u t  t h e  c a p a b i l i t i e s  o f  c o m p u t e r  l e c h -  
: r d o  . v ,  t o  h . v . e  d e v e l o p e d  q u i t e  a  y o p h i x i i e a t r d  u n d e r s t a n d i n g  o f  t h e  p o t e n t i a l  o f  
t h e  ss.s a s  a  u n i v e r s a l  i d e n t i f i e r .

v-Oi l  r  r e s s  ’ i i r s l  e f f o r t s  ' . v i c e  o n l y  p a l l i a t i v e .  A h e  P r i v a c y  A c t  o f  P. ’ ’/-* p l a c e d  a  n i o r -  
‘. o r i u m  i , o  a n v  n e w  u s e s  o f  the- SSN b v  ' e d e r a  1, s t a t e ,  a n d  l o c a l  r o v c r n m e n i  af\« n c i c s• % * » ». o  •

-• f . l a n a n r y  3 ,  , v c e p t  f o r  u s e . 1' t h e n ;  a f t e r  s p e c i f i c a l l y  e n a c t e d  b y  f e d e r a l
’. n u i ' . e .  !t r e s t r i c t e d  e x i s t i n g  u s e s  t o  t l m s e  f o r m a l l y  a u l h . » r i . * e d  b y  s t a t u t e  o r  

: iu g u j * i i i o n .  It i v n u i m l  t in. :  P r i v a c y  P r o * . e r f  i n n  S t u d y  C o m m i s s i o n  t o  e x a m i n e  the.  
n e e d  f o r  f u r t h e r  l e g i s l a t i v e  o r  r e g u l a t o r y  c o n t r o l s .

;  r c o n  t h i s  m o d e s t  b e g i n n i n g ,  it s o  m e * . !  t o r  a  t i a i e  a s  i f  t h e  m o v e  t o w a r d  a u n i v e r s a l  
i d e n t i f i e r  m i . . a :  h a v e  b e e n  c h e c k e d .  T ) i s  m e d i a  p i c k e d  o p  o n  the .  s u b j e c t *  P u b l i c  
■ • r i o r  .. b e c a m e  m o r e  a c u t e .  I n c r e a s i n g  n u m b e r s  o f  p e *  p i c  r e g : s t , * : v d  t h e i r  

• j , ,,-i.- a bo 'u t  t h e  u b i q u i t y  o f  d e m a n d s  f o r  t h e  M SN  - t o  l e y . i t  h ' i o r s ,  !•:> t h e  .:>••• s ,



- '■ *-• y 'v • • -3*/■ ■ .-' .r 'T  ■■■**■ ' • v •• -r p*?v*|f7S .̂'e
t o  A C h i’, '<> a n y o n e  v  5! 1 i : j £; t o  l i s l c i : .  S o  am g o v c r n - m c n l  a g e n c i e s  . a b a n d o n e d  u s e s  
o f  t h e  S S N  t h a t  t i i f l  n-'-*. m e e t  t h e  c o n d i t i o n s  s e t  r l m v n  b y  l;»c- P r i v a c y  A c . * l . a v .  s u i t s  
w e r e  f i l e d  w h e n  o t h e r  m e n u s  o f  c h a l l e n g e  f a i l e d . T h e r e  w a s  •»; o f  s t .  e a g e r  l e g i s ­
l a t i o n  t o  c o m e ,  i n  p a r t i c u l a r ,  n p r o p o s e r  f e d e r a l  s t a t u t e ,  n u m b e r e d  ( f o r t u i t  o e a l y ,  
i t s  s p o n s o r s  c l a i m e d ! )  11 < I t .  .1SS-1,  w h i c h  w o u l d  f o r b i d  a n y  p r i v a t e  b u s i n e s s  o r  
o r . a ' i b / . a t i o n  t o  u s e  t h e  S S N  w i t h o u t  the:  e x p r e s s  a u t h o r i z - a ' - i o n  o f  C o i i r - r c f s .  
K s p c e ' o ' i o n s  f o c u s e d  o n  t h e  J o n g - a w a i t e d  . s t u d i o s  a n d  r e c o m m e n d a t i o n s  o f  the*
Privacy Commission, due for publi cation in the so in in or of 31:7 7* Some optimistic 
souls ever, began to spec id a to on the amount of time and money it might In he .’or 
various i-ovej ninenta] .end private record - hcopc* rs to convert their existing hoc .a * 
Security-ft umbered systems to other hinds of identif iers .

T h e  o p t i m i s m  w a s  u n f o u n d e d . d u s t  w e  e l  s  a f t e r  p a s s a g e  o f  t h e  P r i v a c y  A c t ,  f e d e r a l  
a n d  s t a t e  a g e n c i e s  b m  a n  p r e p a r a t i o n s  t o  o p e r a t e  t h e  C h i l d  K i m p o r t .  E n f o r c e m e n t  
P r o g r a m  b y  m e a n s  o f  t h e  P a r e n t  L o c a l e :  S e r v i c e ,  a  f e d e r a l  s t a t e  r e c o r d  - l r a c - m g  
s y s t e m  a u t h o r !  x.ccl b y  C o n g r e s s  i n  J a n u a r y  o f  3 9 7 5 ,  f o r  t h e  p u r p o s e  o f  i o c a  l i n g  
p a r e n t s  ( i n v a r i a b l y  f a t h e r s )  w h o  h a d  " c l i :• a p p e a r e . c i "  t o  a v o i d  p a y i n g  c h i l d  s u p p o r t ,  
t o  t h e i r  f a m i l i e s .  T h e  P i . f t  w a s  t o  u s e  lac* S o c i a l  S e c u r i t y  n u m b e r  a s  t h e  p r i n c i p a l  
i d e n t i f i e r  f o r  f o l l o w i n g  p e r s o n a l  i n f o r m a . i o n  f r o m  one r e c o r d  s y s t e m  t o  a n o t h e r .

T n e  C h i l d  S u p p o r t  E n f o r c e  m e r i t  P r o g r a m  m a k e s  a  s e a r c h  f o r  I h e  m i s s i n g  f a t h e r  
m a n d a t o r y  w h e n  ' h e  m o t h e r  a n d  c h i l d r e n  a r e  o n  w e l f a r e ,  o p t i o n a l  ’’ o r  o t h e r  f a m i l i e s  
t c  l o . ' i t e  f a t h e r s  w h o  h a v e  d e f a u l t e d  o n  c o u r t - o r d e r e d  c h i l d  s u p p o r t  p a y m - . - . n t s .  T h e  
r - e n r o l l  i s  c o n d u c t e d  b y  c o m b i n g ,  r e c o r d s ,  f i r s t  l o c a l l y ,  t h e n  i n  o t h e r  s t a t e s ,  a n d  
f i n a l ] * . '  o n  t h e  i e d o r n l  l e \ e ) . .  i f  v c . n i u a l l y ,  a n y  g . - v o n ' i  . m e n i a l  r c o o r o s ,  a  n o  e v e  a  m a n y  
p r i \  .a :c r e c o r d s ,  c o n i c :  b e  o n  r o m p :  s s e d  i n  t h e  s c o r c h • T h e  t a s k  b e c o m s - s  e a s i e r ,  o f  

, i f  a cm m m  o n  i d e n t i f i e r  i s  a v a i l :  M e  t o  s e r v e  a s  a  b r i  :• ?c f r e e r ,  c :.c- r e c o r d  
s  y-_ t- . -m t o  a n o t h e r ,  a n d  sc> t h e  P a r e n t  f . o c a i u :  S e r v i c e *  l o g i c a l l y  g i v e s  i m p e t u s  i n  
b r o a d . r  u s : :  a :  o f  t h e  S ~ . \ .

I f  V o  j f - . r i i e  o f  t h e  P r i v a c .  I - f e p o r l  d i s c u s : . e d  t h e  J-’.a r e n t  1 o c u l a r  •* : r \  i c e  
C o m .  " t h e :  e h l ' u r o n  h a v e  t h e  r i g h t  tc. b e  s u p p o r t e d  b y  t h e : :

p a r  e r r s ,  a n d  t h a t  i :  i s  p  . - r  f o r  { ) : : •  s t a t e  t o  t a k e  s t e p s  t o  i a  f o r c e  t h a t  r i g h t , ' '  i t
; r»:e** p r i v a c y  i m p l i c a t i o n s  o f  t h e  T ' l  S :

i a c  ■nve.moc r  
at some le: h

v. •: a  t o  c > . r » ! c r o  t i n

#i . - V’1 C*t • • l irj. : i i. e •■aa r:':jdifics a dahg.ei iac.s-c rcui lt sit ion p r i va e.' advt1 a tes
%?w. ; »;•« *rV» c [ ■ci for some y.. a :•S. IP hoy is i :.;i :;.* ) Secur : b r.

oce to.' oervi 1 i s d; , c, a - ,,, si- i.iesitifivr to ts:me the
m* 2 t f '■ •*<:11 c-ac rc-i‘.(r 'II! . » i iiss *• {•! t’t’’. ■’t *y

0? :* •ccu cl ; ra : ;■: ■'••eCC.i■dm ■!< fae.! ■ ta md ’ a;mf»rtV ’
1 1 * *1 1 ,.' 11. \ j 1 •'«1 i.y ) the deveiop'.ttea:; ' :h: t-t.S.'f as a tmiversnl identifier,

I!! • • ' . * - *' . ' j ■' i.iic* reasoii fur a> gai: :!' *!;'■! \\\ cat the ted : :..• .11 c 1 no:

alkm-cd vl. p ro life r : e.

' I " '* ■■ ci "s.i.e.i:'K\ ■ ■ d'' may e .»«. ; \ i ■!.• : !: I > • ‘ i * * ion. *|)i i :. wr • a*.**. i ’t- :■ 11 e
J •} , : ;■ -i. • i -s o- . • i;di.-c) >. ' ■■r ; I > U < •» Mm V d .c ' .c  : if:':-,; ... earn*
> V. ith . ’ t and J:!./*:' : t • i. I . :■ . hie]'. v. ; c i'h n'ty hs* 11 ••
• ■ •((: I >y • ..at: •eting tr. ■ n ■ i*!i if: : .i ii •. » \ . i : »•f •.'..-•in \ ::«• t; • a ,-.
,, • 1 1 ail*. 'Id'* t. • • ■ :CCl ( I ' poii » ! j t • J. * \ i .. *. ‘ i ■ . . t • . . 1 .

■ \ ,

\ . ■■■■ .



,.fc \to.«-:o 'c:o. 01  opi'MO'-p.’..*. ;r . 1: si oj.;.:
<r  . ,\v: t • s.:o oi ; i;« m *.(.*•?’*• J U\St tt ,V»}:j}

;.\ > .0;•: :i.v.»:*;.-•? .to ' i ■> >"• ‘ ' ; •• P«; ••
o’; s i: ’.onto 7 : ;t.\J*rr; *:;r;o ( .t jo o:;*: : (-’0

.Co’.rj, ’XSS ir.o«i'’(A\ .to uij.A * :s: ( Ap::o : [ H
O .iv V . ():?y.(.TO»J 15T«J .Cr, «:■>.!\'i V.l O.V. s.:- ■: lit 'p o t •

O'.v.is :iu> p.>;:;jO*'.i ;ov v:j. •’.’*> u: s.nv.sv.:*-: , j  w'.v.w
JO •’ ;! J ‘  A *[a ::. p v . ) l l . f  i.a! * ;SO l! .’ 1 >..’ <1 O'. ! IS  I O.V. ?w U [  O S !  i : o  .TO! j  ty .l'v  O l

uy lions s;oojjo 'sp.tooo.t ?ii::os.: )•'. jo •'”••11 os. A-i t{w; "’.vo: o: t . o . w  I’oir.v.
rotJOti Mi ( j st Wpj ♦*;: lUtUQO '• •• I9l!}0l{,M Sty SSOr's :;:o.r O'.jr

•st !! uoj jo • ion st .to;:it-r.loioutoo y • > : > n o \ ustiooj : 'sl ** :[

11 . *
li- ’ tpVv JO

1 - f v v  i

t.Mits .vivor ;<

sy.w vps 01 i f 1 Pl'-'-i

1 j . ' v  !Oi I •totjj0 . . . . a.: 5 sop iso at 0 [c
48  It ‘sur ojy.C■; p;ooo r tut;os. . '<! jo osi'.stiij r:: ’
•ttj ' ;J' \'c«;.  t • / .

ai; ; S’ I! ]S’•0 y,: v 5 : v :u' ; ! O1.;
• g  • l i t ;  f[ ’ 0 1 0 0 0 )  S’I:o !• i <;C: 0 » 0 0 . f

03  10 it; 5' 1 : u o . . ’ y• • • 1
'Ci • *j 1 * .to; i ;  }U ■'!’ . t;ou; U;':•.) y

S'/. Its; w cl o;; 1 , cs , . 
• •„ 0 . tv- O S '.vv-‘> v'-r; ;oo i l l  S’.

: .\o :! lit v;..o* • • *: .u; f! roj 11' i at;up t-[ .v.ot Cl! •••
'AG 1  V i.!s ) •* ■ 0 I 1; '

: ‘iso. A ' 0 . \ ; , o

- 1
r u.i 0 . i 0!{ > ; i  '■1 ” ,



H u ;  i ! i ! :  i j y . ‘ - 1 i o u e  o f  the* u n i v e r s a l  i d e n t i f i e r  a s  a  j ; r : j ; r t cc : : t  f o r  s o c i e t y ' s  i l l s ,  r l : s -  
o r d e r s ,  ; s j »r 1 c r i m e s  p r o v e d  t o o  s t r o n g .  H e r  o  j r .  a  s.'s t o p l i n e ;  o f  t h e  r h e t o r i c  t h a t  
c a r r i e d  t n e  d a y ,  f r o m  a s p e e c h  b y  J ! ’.::-- • e l l  b o n g  on t h e  D o o r  o f  t h e  . S e n a t e :

. . . N o w ,  w h e n  v. e  a r c  t r y i n g  t ) c a t c h  a  h u n c h  o f  e h  m e l c - r s ,  c h e a t e r s ,  
l i a r s ,  f a l t e r s ,  a m i  f r a u d s ,  h e i  a w e  s e e  a n  a m e n d m e n t  t.c> s l o p  u s .
E v e r y  h o n e s t  m a n  i s  c a r r y i n g  c r e d i t  c a r d s  a n d  o t h e r  i d e n t i f i c a t i o n  
t r y i n g  t o  p r o v e  w h o  h e  i s .  H i t !  i f  y o u  h a p p e n  t o  l i e  s o m e  r u n a w a y  
f a t h e r ,  t r y i n g  t o  a v o i d  d o i n g  \  : : u r  d u t y  t o  y o u r  o w n  c h i l d r e n ,  o r  
t r y i n g  t o  c h e a t  on w e l f a r e  b y  1 i n g  o n  t h e r e  u n d e r  3 £  d i f f e r e n t  
n a m e s ,  y o u  d o  n o t  h a v e  t o  i d e t i f y  y o u r s e l f . . .  „  Y o u  d o  n o t  h a v e  t o  
i d e n t i f y  y o u r s e l f  w h e n  y o u  s t a r t ,  c h i s e l i n g  a n d  c h e a t i n g  o n  U n c l e  
S a m . . . .

M y  f e e l i n g  a b o u t  it i s  i f  y o u  w  m t  y o u r  p r i v a c y  p r o t e c t e d ,  a l l  y o u
h a v e ,  t o  d o  i s  s e t  o u t  o n  f o o t ,  a n d  b e t w e e n  n o w  a n d  s u n d o w n ,  y o u  
c a n  b e  i n  the .  b e a u t i f u l  G e o r g e  W a s h i n g t o n  N a t i o n a l  F o r e s t  a n d  
n o b o d y  i s  g o i n g  t o  c o m e  t h e r e  l o o h i n g  f o r  y o u .  Y o u  c a n  s t a y  t h e r e  
a s  l o n g  a s  y o u  w a n t  t o  s p a y  i n  t h e r e ,  y o u  c a n  c o m e  o u t  a n y t i m e  
y o u  f e e l  l i k e  i t ,  o r  n o t  c o m e  c u t  i f  y o u  f e e l  l i k e  t h a t .  N o b o d y  i s  
g o i n g  t o  b o t h e r  y o u .

I n  a  c o n t e x t  o f  ' w e l f a r e  r e f o r m , 1* t h e  i i g h t  o f  p r i v a c y  w a s  c a s t  a s  a  c l o a k  f o r  e v i l  
d e e d s ,  a n d  t h e  t r u e  s i g n i f i c a n c e  o f  the;  c o m  i o n  i d e n t i f i e r  f o r  t h e  m i l l i o n s  o ;  p e o p l e  
w h o  d o n ' t  d e s e r t  t h e i r  c h i l d r e n  o r  b i l k  t h e  g o v e r n m e n t  w a s  c o m p l e t e l y  l o s t .  I h e  
b a l a n c i n g  o f  i s s u e s  a n d  v a l u e s  in  t h i s  g e b a t o  s u g g e s t s  hun t  a n y  f u t u r e  a t  t e m p t s  t o  

s i  c h - . i n : ; ;  o f  a d m i n i s ;  ■•.alive n e e d  a n d  ' - o c t a l  u t i l i t y  w i l l  n o t  b e  s u c c e s s f u l ,  a n d  
t h a t  t h e  b  -N w i l l  i/ i t i m e  b e c o m e  o f f i c i a l l y , a s  i t  i s  n o w  l o r  . i l l  p r a c t i c a l  p u r p o s e s ,  
t h e  c o m m o n  i d e n t i f i e r  in  e l l  o ;  t o e  p e r c o :  a .  r e c o r e s  w h i c h  c . c s e r i n e  t h e  l i f e  o ;  e a c h  
i t i d i  .’ i d e a l .

W e  m u s t  / v i i e / a t e  h e r e  t h e  s y m b o l i c  i m p o r w n c e  of t h e  -SSN a s  a  u n i v e r s a l  i d e n t i f i e r ,  
t o  c o m b e :  a t e n d e n c y  c i t h e r  t o  m b . i m i r e  c r  t o  o v e r e m p h a s i s e  i t s  r e a l  . s i g n i f i c a n c e .  
W h i l e  i :  i s  c o r r e c t  t o  s a y  t h a t  t h e  N h N  ir .  ; ■: i n  t h e  t e c h n i c a l  s e n s e  a  t r u e  u n i v e r s a l
i d e n t i f i e r , * t h e  f a c t  t h a t  i t  i s  p a r . - e  V :  d  a s u c h  b y  s o  m a n y  p e o p l e  ••• b o t h  o r -
t h a t  l a s t s  . and  o p p o n e n t s .  m ;  t h a t  it m  ; :  t h e  r e g a r d e d  a s  a  u n i v e r s a l  i d e n t i f i e r  
f o r  p i g  . . o f  d e \  e l o p i n g  p u b l i c  p o l i c y ,  i •• d e f l e c t  o b j e c t i o n s  t .o i t s  u s e  b y  r e  
a s ;  m i ,  i v f u r e n c o s  t o  i h  f a  i l u / c r  o f  t h e  :m s t e i n  i s  t o  m i  i t ;  t h e  p o i n t .  W h a t e v e r  
i t s  t . .• m■.• • • I ( i c d i r d e :  n o w ,  t ! '  a .  : " i m ; u ' O V e : v i c i i t t h e .  F. r fN w i ! :  b e c o m e
a u n i v e r s a l  i d e s :  i : . •  r  1 • au. - te l a :  t u* u s e  w a y  i t  us b e 5i te u s e d .

O n  t h e  o . h a n d ,  . • s '  e s l o  s o :  I,..- i d l e d  i n t o  t h i n k i n g  ! h a l  p o » v - o : : ; » l  r < . - c o r : ! s  w o u l d  
/ 1 :•*. !.ie ' e k e d ,  I ! / . ' e di, ; .;! p  - Med.  j ' o n l y  . NUN  o r  .‘ . ( - m e  e t h e r  c o r n u . o n  id. m t i t i e r  

. r e  I . a v a  i : d o . i . n . - ' i e  p.' . :  m . e e s  : . P. : w :  l i o n  p o h c v  a r e  i m !  . s ’M i s h a d  b y  d e ­
l i :  d e c i s i  ...us t a  ir\ t; <■ cod. • s t :  e m u  of p. ; o n a l  r e c o r d s , : : d t o
: ••■ up ; - ) e ;  a !  S . - . r /  i - e v  : ; • d n s t  * i : i .  • s t i n a t : o n .  Y s e  u n i v e r s a l  i d .  r - i f i .  r
m a y  e ’ < s o l  th>; i n s i s t  i t s  ■. w y  o n e  . s e e  . • ' m s  a i m o u l ,  t o  n n . i t e  Us e  p o o l  m g  ot 
in! ei i»*ti ( a s  t h e  <’ •! • o n  t h e  T :  \  i .'t*f •:•. m  A c t  i d  : r l y  : b o w e d )  ■ b u t  t h e  f .cm ro- l i

uriiver- :il i ‘ .'.et'ld ' • s..! . • • to or. oh per. o::, per: mu m- e. i um le.-r 
■j, u p -, awl : up; -rtcd by a  i.ec' . in n  f o r  . ri-yb.g t h e  iw r t ity  o f  in. b-eeivr



I n  recognition of the basic validity of the p u b l i c ' s  perceptions, we must acknowledge the 
accept a nee of the SSN as a universal identifier, and go on to examine the long-range 
implications of (bat development.

fc»r a me.aiijnj.tful right of 
Uie universal identifier.

T O W A K D  A N A T I O N A L  I D E N T I T Y  D O C U M E N T

T h e  n e x t  l o g i c a l  s t e p  a f t e r  a  u n i v e r s a l  i d e n t i f i e r  i s  a  n a t i o n a l  i d e n t i t y  d o c u m e n t .
T h e  H E W  A d v i s o r y  C o m m i t t e e  o n  A u t o m a t e d  P e r s o n a l  D a l  a  S y s t e m s  c l e a r l y  d r e w  
t h e  c o n n e c t i o n  i n  i t s  7 3  r e p o r t  R e c o r d s ,  C o m p u t e r s ,  a n d  t h e  R i g h t s  o f  C i t i / . o n s .

T o  r e a l i z e  a l l  t h e  s u p p o s e d  b e n e f i t ; ,  o f  / a  u n i v e r s a l  i d e n t  i f i e r / ,  
m a n d a t o r y  p e r s o n a l  i d e n t i t y  c a r d s  v » o u l d  h a v e  t o  b e  p r e s e n t e d  
w h e n e v e r  c a l l e d  f o r .  L o s s  o r  t h e f t  o f  a n  / i d e n t i t y /  c a r d  w o u l d  
c a u s e ,  s e r i o u s  i n c o n v e n i e n c e ,  a n d  t h e  m e r e  t h r e a t  o f  o f f i c i a l  
c o n f i s c a t i o n  w o u l d  b e  a  p o w e r f u l  w e a p o n  o f  i n t i m i d a t i o n .

f u r t h e r ,  t h e  C o m m i t t e e  e n v i s i o n e d  a  n a t i o n a l  p o p u l a t i o n  r e g i s t e r  a s  a n  i m p l i c  i t  o u t ­
g r o w t h  o f  a  u n i v e r s a l  i d ' s i t i f i e r ,  s e r v i n g  ’ ’a s  t h e  s h e l e t o n  f o r  a  n a t i o n a l  d o s s i e r  s y s t e m  
t o  m a i n t a i n  i n f o r m a t i o n  o n  e v e r y  c i t i z e n  f r o m  e r a c l l  . t o  g r a v e . "  F o r  t h i s  r e a s o n ,  t h e  
C o m m i t t e e  o p p o s e d  f u r t h e r  s t e p s  t o w a r d  t h e  d e v e l o p m e n t  o f  a u n i v e r s a l  i d e n t i f i e r .

T h a i  w a s  i n  J ! l Y 3 „  W e  E n o w  n o w  t h a t  t h e  C o m m i t t e e ' s  r e c o m m e n d a t i o n  w a s  n o t  h e e d e d .
I t  s e e m s ,  t o o ,  a s  i t  l . l i e  C o m m i t t e e ’ .*:, p r e d i c t i o n s  a b o u t  t h e  i d e n t i t y  d o c u m e n t  a r e  a b o u t  
I o  be. r e a l i z e d , .

. l u s t  a s  S e c t i o n  1 2  I I o f  t h e  T a x  H e f o r m  A c t  w a s  a d o p t e d  in  a  f r e n z y  o f  r h e t o r i c  a b o u t  
" w e l f a r e  c h i s e l i n g , "  t h e  n a t i o n a l  i d e n t i t y  d o c u m e n t  m a y  c o m e  i n t o  b e i n g  i n  t h e  p r e s e n t  
a d o  o v e r  i l l e g a l  i m m i g r a t i o n .  L i  h e  w e l f a r e ,  i n  m i g r a t i o n  i s  a  v e x i n g  . and  e m o t i o n a l l y  
c h a r g e d  s u b j e c t ,  a n d  t h e  p r o b l e m  o f  i l l e g a l ,  i m m i g r a t i o n ,  p a r t i c u l a r l y  f r o m  M e x i c o ,  h a s  
p r o v e d  a s  i n t r a c t a b l e  t o  s t r a i g h t f o r w a r d  " s o l u t i o n s "  a s  t h e  p r o b l e m  o f  w e l f a r e ,  f r a u d ,

A m o  . , t h e  m a j o r  p r o p o s a l s  b e i n g  s t u d i e d  b y  t h e  A d m i n i s t r a t i o n  a n d  the.  C o n g r e s s  f o r  
( • ' •m b . ’. I t i n g  i l V . g a l  i m m i g r a t i o n ,  a n d  i s p e c i a l l y  t h e  e m p l o y m e n t ,  o f  i l l e g a l  a l i e n s ,  a r e  t h e  ( v e l o p m e n t  o f  c o u n t e r f o i l  p r o o f ,  c o d e d  S o c i a l  S e c u r i t y  c a r d ; " - ,  . a nd  l e g i s l a t i o n  f o r b i d d i n g  
e m p l o y e r : ;  t o  h i r e  p e r r o n s  n o t  p o r s e s ;  i n g  t h e  p r o p e r i y  c o d e d  c a r d s .  S o c i a l  S e c u r i t y  
c a r d s  w o u l d  b e  d e s i g n e d  t o  p r e v e n t  p h y f  i c a l  a l t e r a t i o n ,  d u p l i c a t i o n ,  o r  f o r g e r y ,  a n d  
u n u s e d  t o  s h o w  w h e t h e r  t h e  h e a r e r  i s  l e g .  . I y  e n t i t l e d  t o  w o r h  i n  t h e  U n i t e d  S t a t e s  ( b y  
\ i r ' . u  • o !  c i t . i z e i i c . l d p  o r  . s t a t u s  a s  a  l e g a l  r e s i l i e n t  a l i e n ) .  A n  e m p l o y e r  w o u l d  b e  i v  
cs.i: r e d  j<> i n s p .  e t  t h e  c a r d  b e f o r e  h i r i n g  r : , y  v w . r h c r ,  a n d  t o  a s e o r t n i n  b e l l i  t h e  L g i r e r ' s  
l e g a l  i i g h t  t o  w o r h  a n d  h i s  o r  h e i  i d e n l h y  a s  t i  c  r i g h ' . f i  1 h o l d e r  o f  t h e  c a r d .  A n  c m -  
p l o v v r  w h o  l . n o w i n g l y  h i r e s  a p e r s o n  n o ’. )<• g a i l y  e n t i t l e d  t o  w o r l ;  w o u l d  h e  s u b j e c t  t o  
e :  i s' , ' in,i ! j > 1 1 i e s . "

• A t  I t :  I o n ; -  o p p o s e d  c r i m i n a l  p .  s a l ' i e s  u p o n  e m p l o y e r s  h i r i n g  i l l e g a l  a l i e n s ,
S u . i i  j ,  'i,:! h  j / . c o u l d  o i i l j  < e c r l  =.»t e x i s t  iug,  j . l o o m s  (.»I r a c i a l  a n d  e t h n i c  d i s e r i  >n 
i a l i o n  in e m p l o y m e n t ,  b y  c r  u t i u g  g n  a t e  r  r i :  J . s  f o r  e . m p l o . u r s  h i r i n g  a p p l i c a n t s  w i n .

t o  l y  f o r e i g n - h o r n .  E m p l o y e ' s 1 r d u e l i n e . e  t o  h i r e  s u c h  p e r ; ,  o u t : ,  e v e n  i t  t h e y  
'■•o in  f a c t  l e g  i l  r e s i d e n t s  o r  e i ' i z c n . . ,  v, i d  i n c r e a s e  t i n :  ( ’ i n c r i m i n a t i o n  n o w  w i d  I ”  
p m  m i  c o d  n g s i a x t  b l a c k  a .nd  I . * ! : . p a n i c  w o r k  r p .



T h e  t r n n s f o r m a l i o n  o f  t h e  H o c  i n ]  S e c u r i t y  c a r t )  i n t o  a n  o f f i c i a l  i d e n t i t y  d o c u m e n t  
a n t ]  p r e r e q u i s i t e  f o r  e m p l o y m e n t  w o u l d  b n n g  t h i s  c o u n t r y  p e r i l o u s l y  c l o s e  t o  t h e  
a d o p t i o n  o f  a n  i n t e r n a l  p a s s p o r t . D e s p i t e  d i s c l a i m e r s  b y  i t s  p r o p o n e n t s  o f  a n y  
s u c h  i n t e n t i o n ,  a  d o c u m e n t  o f  p e r s o n a l  i t ! i p t i f i c a l i o n  w h o s e  d i s c l o s u r e  i s  r e q u i r e d  
b e f o r e  a n y  e m p l o y m e n t  c a n  l e g a l l y  b e  o b t a i n e d  w o u l d  b e  i n  f a c t ,  i f  n o t  i n  n a m e ,  a 
d o m e s t i c  p a s s p o r t . .  T o  t h w a r t  a t t e m p t s  a j. f r a u d  o r  f o r g e r y ,  t h e  c a r d  w i l l  h a v e  t o  
c a r r y  . s u c h  u n i q u e  p e r s o n a l  i d e m i f i e r s  a s  p h o t o g r a p h ,  s i g n a t u r e ,  a n d  f i n g e r p r i n t s .
I t  w i l l  a l s o  c a r r y  c o d i n g s  t o  s h o w  t h e  s t a t u s  o f  t h e  b e a r e r  a s  a n  " a u t h o r i s e d "  w o r k e r  
i t  w i l l  t h u s  b e c o m e  a n  " e m p l o y m e n t  p a s s p o r t . "  E m p l o y e r s  w i l l  b e  f o r c e d  t o  s e r v e  
a s  a g e n t s  o f  t h e  g o v e r n m e n t  f o r  t h e  p u r p o s e  o f  d e t e r m i n i n g  e a c h  a p p l i c a n t ' s  i d e n t i t y  
a n d  l e g a l  r i g h t  t o  w o r k .

I n  t i m e . ,  s u c h  a n  " e m p l o y m e n t  p a s s p o r t "  w o u l d  u n q u e s t i o n a b l y '  b e c o m e  a  n a t i o n a l  
i d e n t i t y  d o c u m e n t .  F o r  a  s t a r t ,  t h e  n e e d  t o  v e r i f y  t h e  i d e n t i t y  o f  t h e  c a r d h o l d e r  
w o u l d  r e q u i r e  - • *  a s  t h e  H E W  A d v i s o r y  C e m m i t U  '• f o r e s a w  t h e  d e v e l o p m e n t  o f  a  
n a t i o n a l  p o p u l a t i o n  r e g i s t e r .  T h e  s i g n a t u r e s ,  p h o t o s ,  f i n g e r p r i n t s ,  a n d  o t h e r  
i d e n t i f y i n g  i n f o r m a t i o n  i m p r i n t e d  cm t h e  c a r d  w o u l d  h a v e  t o  b e  c o m p a r e d  t o  s o m e ­
t h i n g  e l s e ,  f o r  v e r i f i c a t i o n ,  a n d  t h a t  " s o m e t h i n g  e l s e "  c o u l d  o n l y  b e  a  r e g i s t e r  c o n ­
t a i n i n g  m a t c h i n g  s i g n a t u r e s ,  p h o t o s ,  f i n g e r p r i n t s ,  a n d  o t h e r  p e r s o n a l  d a t a .  A 
n a t i o n a l  r e g i s t e r  i s  n o t  e n c o m p a s s e d  i n  t h e  c u r r e n t  p r o p o s a l s ,  b u t  i s  t h e  o n l y  
l o g i c a l  w a y  t o  m a k e  t h e  s y s t e m  w o r k .

T h e  n e w  S o c i a l  S e c u r i t y  i d e n t i t y  c a r d  w o u i d  b e  t h e  o n e  c o m m o n  d o c u m e n t  p o s s e s s e d  
b y  t h e  m a j o r i t y  o f  t h e  a d u l t  p o p u l a t i o n .  O r . c e .  e s t a b l i s h e d  a s  a  r e l i a b l e  p r o o f  o f  
i d e n t i t y ,  t h e  c a r d  w o u l d  l e n d  i t s e l f  t o  m c i : y  u s e s  f l o w i n g  q u i t e  n a t u r a l l y  f r o m  i t s  
a v a i l a b i l i t y .  T o r  e x a m p l e . :

—  T h e  p o l i c e  w o u l d  b o  a b l e  t o  s t o p  p e o p l e  o n  t h e  s t r e e t  o r  i n  t h e i r  a u t o m o b i l e s  
a n d  d m  a n  »d t o  s e e  t h e i r  i d e n t i t y  c a r d s ,  P r o p o n e n t s  o f  t h e  c u r r e n t  p r o p o s a l s  
s t o u t l y  d e n y  t h a t  t h i s  i s  t h e i r  i n t e n t i o n ,  : n  d  o n e  n e e d  n o t  q u e s t i o n  t h e i r  s i n c e r i t y .  
B u t  s u c h  a n  e v e n t u a l  u s a g e  w o u l d  b e  t e r r i b l y  d i f f i c u l t  t o  p r e v e n t .  T h e  l e g a l  
g r o u n d w o r k  h a s  a l r e a d y  b e e n  l a i d ,  i n  s h e  S u p r e m e  C o u r t  r u l i n g  p e r m i t t i n g  p o l i c e  
o f f i c e r s  t o  c o n d u c t  a f u l l  s e a r c h  o f  b o t h  m o t o r i s t  a n d  v e h i c l e  w i t h o u t  a  w a r r a n t  
w h e n  t h e  m o t o r i s t  h a s  b e e n  a r r e s t e d  f o r  a  t r a f f i c  v i o l a t i o n , .  I A S , ,  v .  M o b i u s o u ,  
v M  U . S .  /i 18 ( 1 0 7 3 ) ,  T h e  t e c h n o l o g i c a l  g r o u n d w o r k  h a s  a l s o  b e e n  l a i d ,  i n  thic i n ­
c r e a s i n g  u s e  o f  s q u a d  c a r  c o m p u t e r  t e r  m i  n ' l l s  g i v i n g  i n s t a n t  a c c e s s  b y  t h e  p o l i c e  
o f f i c e r  i n  t h e  f i e l d  t o  c e n t r a l i s e d  s t a t e : ,  r e g i o n a l ,  a n d  n a t i o n a l  w a n t e d  p e r s o n s ,  
s t o l o n  v e h i c l e ,  a n d  c r i m i n a l  It is. l o r y  f i l e s ,  T h e  b r o a d  p o l i c e :  p o w e r  t o  s l o p ,  q v . e s - -  
l i o n ,  a n c  s e a r c h ,  a d d e d  t o  t h e  T e c h n o l o g i c . ' : !  c a p a b i l i t y  f o r  t h e  i n s t a n t  r e t r i e v a l  o f  
c r i m i n a l  j u s t i c e  i n f o r m a t i o n ,  c :  c a t e s  t h o  p  - r f c e t  c o n t e x t  f o r  t h e  d e v e l o p m e n t  o f  
.a p o l i c e  i d e n t i t y  d o c . i m  m l .  P e r h a p s  w e  v, o n  I d  n e v e r  g o  s o  J a r  a s  t o  , c o u i r e  b y  l a w  
k  a t  p e o p l e  c a r r y  t h e i r  i d e n t i t y  d o c u m e n t s  a t  a l l  t i m e s ,  b u t  i t  w o u l d  b e c o m e  v e r y  

c o n v e n e m "  a l w a y s  t o  h a v e  it o n  h a n d  • e s p e c i a l l y  i !  o n e  i s  b l a c k ,  h i s p a n i c ,  n o " - - ,  
h  n g -  h a  i r e . ' ,  y o u n g ,  a f r e q u e n t e r  o t  " q u e s t  i (  s a b l e "  g a t h e r i n ' ! ’, p h i  c o r , o r  g i v e n  t o  
w a l l , i n ; ,  o n  d e s c r i e d  s t r e e t s  i n  t h e  d a r k  o f  t h e  n i g h t .

A  p o p u l a t i o n  r e g i s t r y ,  e s p e c i a l l y  o n e  e  > : : i a i n i n g  p h o t o g r n p h s  a n d  f i n g e r p r i n t s ' ,  
w o u l d  i n e v i t a b l y  h a v e  o i l i e r  c o m p e l l i n g  u s e s  in  a d d i t i o n  t o  th e .  e n f o r c e m e n t  o f  t h e  
i - ' U i i i . :  t i o .u  l a v . . ' : ,  ! ! , • •  d< ‘. ' • e . t i o n  oJ w e l l s  ' r a n t !  a n d  t h e  a p p r c l n .  i s s h  a  o f  c i  h n i n a l
f i n  it , ' . '  ;• a r e  i h t ;  t v . o  m o s t  o b v i o u s  > s a m p !  t o  c o m e  t o  m i n d .  I t  w o u l d  b e  m o i  l  
1 : :  b ' u k  t o  f o r b i d  t h e  u s e  o f  ■ t e h  a  r e g i s t r y  in  l a w  e n f o r c e m e n t  .‘ b l u n t  i o n s  h i n g i n g  
o n  t h e  V e r i ! l e ' - l i ( » n  ' i d e n t i t y ;  t h a t  w o u l d  b e  a s k i n g  t o o  m u c h  o f  h u m a n  s u t u r e .



. . . . .-  M o l l .  p u b l i c  i c i a n d  j > r i \ ; » I t *  o r g a n ! / ,  a l i o n s .  v / l i i t : i i  n o w  e m p l o y  t h e  S S N  a s  a n
i n c u t i f i n  w o u l d  n a t u r a l l y  f i n d  I),.;- i j j i t j o ; * ; ; }  i d e n t i t y  d o c u m e . n l  a  g r o a t  c o n v e n i e n c e ,

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

. A l t h o u g h  i n i t i a l l y  e n c o m p a s s i n g  o n l y  a d u l t s ,  t h e  s y s t e m  w o u l d  e v e n t u a l l y  b e  
a p p l i e d  t o  c h i l d r e n  a s  w e l l .  T h e r e  h a v e  a  1 r e a d y  b o o n  s e r i o u s  p r o p o s a l s  t o  g i v e  
c h i l d r e n  S o c i a l  S e c u r i t y  n u m b e r s  w h e n  t h e y  e n t e r  s c h o o l ,  o r  e v e n  a t  b i r t h ,  a s  a  
w a y  o f  ; r e v e n 1 5i i g  i l l e g a l  a l i e n s  f r o m  s e n d i n g  t h e i r  c h i l d r e n  t o  p u b l i c  s c h o o l s  a n d  
c l i n i c s ,  a n d ,  a g a i n ,  a s  :-t m e a n s  o f  c o m b a t t i n g  w e l f a r e  f r a u d  t h r o u g h  t h e  c o l l e c t i o n  
o f  b e n e f i t s  f o r  f i c t i t i o u s  c h i l d r e n .  D e s p i t e  t h e  r e p u g n a n c e  o f  t n e  t h o u g h t ,  t o  m o s t  
p e o p l e  r i g h t  n o w ,  a  g o o d  c a s e  c o u l d  b e  m a d e  f o r  i s s u i n g  i d e n t i t y  d o c u m e n t s  t o  
c h i l d r e n . ,  a n d  u l t i m a t e l y  t o  n e w b o r n  i n f a n t ? -. ,  o n c e  t h e  s y s t e m  h a s  b e c o m e  a n  a c c e p t e d  
f a c t  o f  l i f e  i n  t h e  a d u l t  w o r l d .

I f  a r .  i d e n t i t y  c a r d  c a n  b e  m a r k e d  f o  i n d i c a t e  t h e  b e a r e r ’ s  e n t i t l e m e n t  t o  w o r k ,  
i t  c a n  a l s o  b e  m a r k e d  t o  s h o w  o t h e r  e n t i t l e m e n t s ,  o r  d i s a b i l i t i e s .  A r g u m e n t s  w o u l d  
c e r t a i n l y  b e  m a d e  f o r  i n d i c a t i n g  c r i m i n a l  c o n v i c t i o n s  o r  s t a t u s  a s  a  w e l f a r e  r e ­
c i p i e n t .  o n  t h e  d o c u m e n t .  E m p l o y e r s  a r e  a l w a y s  e a g e r  t o  i n v e s t i g a t e  t h e  c r i m i n a l  
h i s l o r i  - s o f  j o b  a p p l i c a n t s ,  a n d  a  c o d e d  i d e n t i t y  d o c u m e n t  w o u l d  s a v e  a  l o t  o f  t r o u b l e  
g e t t i n g  a c c e s s  t o  c r i m i n a l  j u s t i c e  r e c o r d ; ; .  If the .  d o c u m e n t s  o f  w e l f a r e  r e c i p i e n t s  
w e r e  o i  l e d ,  e m p l o y e r s  e c u  I d  b e  f o r b i d d e n  t o  h i r e  t h e m  j u s t  a s  t h e y  w o u l d  b e  f o r ­
b i d d e n  h i r e  i l l e g a l  a l i e n s '  a n d  c o n v e r s e l y ,  t i e '  w o r k i n g  p o o r  o r  t h e  o c c r s s i o n a l l y  
c m  p l o w e d  c o u l d  b e  p r e v e n t e d  f r o m  c o l l e c t i n g  p u b l i c  b e n e f i t s  o p e n  o n l y  t o  ’ ’ c e r t i f i e d ”  
w e l f a r e  r e c i p i e n t s ,  k  t h o s e  . s p e c u l a t i o n s  s o u n d  e x t r e m e . ,  t h e y  a r e  o n l y  a d a p t a t i o n s  
o f  p r o s * . - . , ;  p r a c t i c e s  e n h a n c e d  b y  t h e  a v a i l a b i l i t y  o f  a  n a t i o n a l  d o c u m e n t  o f  e n t i t l e ­
m e n t .

••• W h a t  m o r e  f o r m i d a b l e  m e t h o d  o f  s o c i a l  c e n t r e !  c o u l d  b e  d e v i s e d  t h a n  t h e  r e m o v a l  
o f  t h e  i d e n t i t y  c a r d  o r .  w h i c h  o n e ’ s  l i v e l i h o o d ,  o r  e v e n  f r e e d o m  t o  w a l k  t h e  s t r e e t s ,  
m a y  d .  : m d ,  o r  t h e  c e d i n g  o f  t h e  c a r d  t o  m a k e  t h e  b e a r e r  i n e l i g i b l e  f o r  c e r t a i n  
p r i v i l o g b e n e f i t s ,  o r  b a s i c  c i v i l  r i g h t s  a n d  c i v i l  l i b e r t i e s ?

I f  o n e  o f  t h e s e  e v e n t u a l i t i e s  b  i n t e n d e d  o r  e v e n  d e s i r e d  b y  m o s t  o f  t h o s e  w h o  v i e w  
a n  i d e n t i t y  v e r i f i c a t i o n  s y s t e m  a ;  t h e  a n s w e r  t o  t h e  i l l e g a l  a l i e n  p r o b l e m .  F a i l  w e  
h a v e  l e a r n e d  - o r  s h o u l d  h a v e  l e a r n e d  - •  f r o m  pa : - ; ;  e x p e r i e n c e  t h a t  i n f o r m a t i o n  
s y s t e m ;  a r e  a l m o s t  i n v a r i a b l y  p - r  v e r t  eel f r o m ,  t h e i r  o r i g i n ? * ]  p u r p o s e s ,  a n d  w e  m u s t  
b e  e . \ t : x  i y  c a u t i o u s  in  e s t a b l i s h i n g  a  n e w  c n o  w h i c h  h a s  s u c h  o b v i o u s  i m p l i c a t i o n s  
f o r  t h e  . i g b t  o f  p r i v a c y .

It m a ' .  \ •!! t u r n  o u t  t h a t  t h e  i d e n t i t y  c a r d  s c h e m e  i s  a p o l i t i c a l l y  u n a c c e p t a b l e  
s o l u t i o n  ’.(* t h e  i l l o j . n l  a l i e n  d i k  m m n  j u s t  a t  ;. r e s e n t ,  b u t  v . e  c a n  b e  s u r e  t h a t  t h e  
i d e a  v. i i :  n o ;  b e  c o m p l e t e l y  a b a n d o n e d .  T h e  u n i v e r s a l  i d e n t i f i e r  a n d  t h e  n a t i o n a l  
i* ku i t . i t  \ d o c u m e n t  w i l l  a l w a y s  b e  a t t r a c t i v e  a n d  d a n g  • r o w s  b e c a u s e  t h e y  a  r e

O r ,  ■ ; r . p l o v e r s  m i g h t  b e  l e g a l l y  r o c j u i t v d  i o  r e p o r t  t h e  h i r i n g  o f  a n y  s u c k ,  a p p l i ­
c a n t  t o  f a r e  a  • n r y ,  s o  t h a t  l i  • ». e r r o r .  w o u l d  a u t o m a t  i* a I I v  b e  r e i a o w d  f r o m
t h e  w e '  : . -*- r o l l ' . .
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T o  c o u n t e r a c !  t h e  p r e v a i l i n g  n o l o  o f  p e s s i m i s m  i n  t h e s e  p a g e s ,  i t  m a y  b e  
u s e f u l  t o  r e m i n d  r e a d e r s  o f  t h e  P r i v a c y . r | e - X T t  I n a l  t h e r e  a r e  s t i l l  s o m e  
s t a t u t o r y  r e s t r i c t i o n s  o n  u s e s  o f  t h e  S o c i a l  S e c u r i t y  m i r n a s r  s n e e r  t h e  
P r i v a c y  A c t  o f  1 9 7 4  a n d  t h e  T a x  R e f o r m  A c t  o f  1 9 7 6 .  H e r e  i s  a  s u m m a r y :

1 .  I t  i s  u n l a w f u l  f o r  a n y  f e d e r a l ,  s t a t e ,  o r  l o c a l  g o v e r n m e n t  a g e n c y  t o  
d e n i ’ a  p e r s o n  a n y  r i g h t ,  b e n e f i ; ,  o r  p r i v i l e g e  p r o v i d e d  b y  l a w  b e c a u s e  t h e  
i n d i v i d u a l  r e f u s e s  t o  d i s c l o s e  Ids o r  h e r  S o c i a l  S e c u r i t y  n u m b e r ,  e x c e p t  
i n  t h e  f o l 3o w  i n g  c i  r c u m s ! . : m e o s :'A. T o  an a g e n c y  m a i n t a i n i n g  a  s y s t e m  o f  r e c o r d s  o p e r a t i n g  

b e f o r e  d a n u a r y  1 ,  1 9 7 5 ,  w h i c h  r e q u i r e d  t h e  d i s c l o s u r e ,  u n d e r

'i v e  i i f y  t h e  p e r s o n ' s d e n  l i t y -t
i * I t .

c x c
A d d i t i o n a l l y ,  a s  

o p t i o n  c o v e r s  u s
7'c*vi\i i 

• s  Viy
e r i  b y

■ . 1 r» l ( • t:
f e d ; • r a l

n.-.a.l
f i d i M i n i s t r a t i o n  o f  fa. •:, r n o * .u r  v c . t . j w J r e ;

t JiVK g e n e r a l  p u b l i c  a s s i s t r n e e  1:. •' . a n d
j i c o ­ i n f o r m a t i o n  b y  a P a r e f i t  1..0C" l o r S e t■ * 2 . i n  i • • q u e s t i n g  d . i s n d o s o r e  :>' a n  i s i vie! 1
■ a g t n e y m u s t  i n f o r m  t h e in  n j i t e a l :

I A• * 0 W h e t h e r  c i i s c l o : • e r e  i : ; t u n e d r.OVy  o :

i t . Tty w h a t  s t a t u t e o r  r e . M i n t  5. r e'i c . • • • t. u s e .  w i l l b e  i : i i d ; -  c.i • :c rA'.V.
o . I t  i f i t i s d c i v  e a n o r for . >i r s  •- ; [(•] d i : c l  (•:• it r e  o f  t h e  t ' SN  o f a n  in l i v i d ; . ’. i : v i e '
: . l r o  a e  i j : ; e r r : • a n o  a n • ■a j>e : s o n  t o n . •* * ' :

: e i t f u l l! u-s.e o f  i d s  o r h e r  e *, i i .A , • fi j* ::; i yi / ! r i \ a t o  o r p n e i x a i i o : u ,  a m !» . : s i .  • '■ •:.
) b y l a y . t o  e - . e  t h e  S . ' I K . T h e y t h e  7 : *. \V» n o
f the b u t  f i n e ' s  o n l y n i t  i n i , t e  •••:•• \i •*1 • • • t * 1 ‘ e h  ev . ’ h i . - r e .  O A i uU n o t
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F.d!) 
Program Dinrcior

F a i r b a n k s ,  A l a s k a  9 9 7 0 ! David M. CatnniacL. M i >
( 9 0 7  ) 4 5 6 - 5 7  ! 5  Mcdic.i l Di iccl . i i

N o v e m b e r  3, 197 7

Avrum G r o s s ,  A t t o r n e y  G e n e ra l  
D epa r tm en t o f  Law 
Pouch  K
J u n e a u ,  A la s k a  9 9 8 1 1  
Deal' Av ,

v AJ.n r e s p o n s e  t o  a lot; Lo r r e c e i v e d  from  th e  S t a t e  O f f i c e  o 
A lc o h o l i s m  8 Drug A buse , 1 (w i t h  h e lp )  h ave  r e v iew ed  .Mouse B i l l  
//f>*(9, "An A c t r e v i s i n g  the  law s r e  la *  tng to  d ru g  abu se  in  a c ­
c o rd a n c e  w i th  th e  U n i fo rm  Con I r o l l e d  S u b s ta n c e s  A c t . "

On th e  w h o le ,  1 ho b i l l  i s  n o t  bad . I I  a p p e a r s  t o  be 1/ 
p a t t e r n e d  a f t e r  th e  l'ede ra  .1 ac t w i th  v a r i o u s  e . r ’. eg o r  i o s  o 
d ru g s  based on t h e i r  r e l a t i v e  p h y s i c a l  and p s y c h o lo g i c a l  d o -  /> 
p endence . H av ing  an a d v i s o r y  comm I L tco  which j i s s c s  rccommcnda 
talons a lo n g  t o  th e  C om m is s io n e r  o f  H e a l t h  and S o c i a l  S e r v i c e s  
( who th en  p r o m u lg a t e s  r e g u l a t i o n s )  is  p r o b a b ly  d e s i r a b l e  a s  • t 
a  1.1. ows f o r  f' 1 ex :i I>i  1 i  I y .

Now the p e r c e i v e d  p rob lem  i t v i s :  the c om m it te r  has a
good mix o f  members , but why a rc  th> re  no is  l i v i d  ia Ls who a r e  
in v o lv e d  w ith  the r e h a b i l i t a t i o n  o' drug a b u s e r s ?  Why a r e  
th e e  • no a t t o r n e y :  ( p a r t  i e u l a r ' i y  th o se  I h a t  d e a l w it i i  such
d rug  c a s e s ) ?  Maybe oven  some* •m; I ro;:i law e n fo r c e m e n t?

'Ill" isl. t i ,ee i ! i.e.: uii.pkc turn i lies an«! s v a  i ;i ■ a •; Schedu le  
d ru gs  i t h i n  i n  an a i. tempi by t ho la s  enforcement f o l k s  to s t i l l  
make i ' < uflo o i c o c a in e  a ve ry  n o r I  us d ru g  o f  f e n s e , I i  i l s o  a t • 
tempt:’ l.o in c lu d e  h a s h is h  and h a s h is h  o i l  undei Schedu le  T l .  The 
o th e r  .ubatances T m ight a g re e  w i t h  b e in g  under Schedu le  i f ,  but 
not h a s h is h ,  h a s h is h  o i l ,  and c o c a in e .  I t  wou ld  seem that the 
d e t e rm in a t io n s  were made on the. b a s is  o l cost in o rd e r  to in c lu d e  
these ih re o  substances  unde r Schedu le  I I  (eupe i i a . l l y  i n c  m a r i­
ju a n a  is  undei Schedu le  V ) .

I  h ave  some c o n c e rn  lbout th e  ponn 1 i t  i.es . i s . o u t !  i ned u nd e r 
S e c t i o n  1 7 . 1 7 . 2 5 0 .  W h i le  on I lie s u r f a c e  i t  wou ld a p p e a r  t o  bo 
more l e n i  e n t  th an  th e  p re s e n  t p e n a l  l i e u ,  w i th  p re s u m p t iv e  s e n ­
t e n c in g  b e in g  g iv e n  s e r i o u s  c o n s i d e r a t i o n  by the S t a t e  the-' r e ­
v e r s e  may he- t r u e  (and  m igh t s e r i o u s l y  a f f e c t  t r e a tm e n t  o p t i o n s ) .  
I  am no i opposed  t o  p u t t i n g  a n on -a d d i .c te d  " p u s h e r "  i n  j a i l  lo t
a le n g t h y  p e r i o d  o f  l ime, but I. an opposed  to  d o in g  so i f  th e  i n ­
d i v i d u a l  i s  a l s o  a d d ic t e d  and it: can be shown h o /s h e  was s o i l i n g
in o r d e r  t o  su p p o r t  t h e i r  own h a b i t  . The p rosump L iv e  s e n te n c e
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p la n  may mean no tre a tm e n t can be p ro v id e d  u n t i l  a f t e r  th e  p r is o n  
te rm  i s  c om p le te d .

S e c t io n  1 7 .1 7 .2 8 0  is; a throwback to p resent la w ; the. " in ­
te n t  to d e l iv e r "  la n g u a g e  sh o u ld  io  s t r ic k e n  from t h is  s e c t io n  
i f  the form er' s e c t io n  i s  to  have any r e a l  meaning-.

Under S chedu le  I .L , the i in ane  i a l  r o n a it v  to r  p o s se s s io n  o f  
c o c a in e  has in c re a s e d  s u b s t a n t ia l ly  o v e r p resent taw (a lt h o u g h  
the p r is o n  t im e  i s  d e c re a s e d ) . That m ight In: o k a v , except t h i t  
it ; w ou ld  ap p e a r to be the rent; 1.1 o f  high- r I n jomo f o lk s  g e t t in g  
c a u g h t— and a l lo w in g  them a subat \ntia .i; f in e  r a t h e r  than the  em­
barrassm ent •: { a p r is o n  term o i su l s tance . The o n ly  p rob lem  i 

is  th a t .i f  some poo r guy g e ts  caug l t , the bu rden  o f  a $2000 
f i n e  m ig h t be p r o h ib i t  ive*  A g a i it ; c o c a in e  d >< ■ no t b e lo n g  unde r 
t h is  S chedu le  c a te g o ry .

J am p l eased to S'-e I he :ac t ion ' le a l in g  w it h  requ ir e d  
t r e a  tment fo r  a d d ic  ts ( S e c t io n  1.7 . ! V . 320 U) . My o n ly  concern  
here is  that j u d g e b e  g iv e n  tlx  o p t io i  o f treatm ent t 'a o i l i t t e s  
(n o t  o n ly  lo c k-up s  and th e ra p e u t ic  c o m m u n it ie s ) . We have been 
d e a l in g  w i t h  n o ro in  a d d ic t s ,  ii.iv . I hem on me I had uve, and m a in ­
t a i n  s t r ic t  c o n t r o l .  The p o in t  in  the re  a re  many a lt c r n a L iv e s  
p o s s . ib le — and 3 am concerned that J h o ra p c u t ic  com m un it ie s  (inosl 
o f w h ic h  cannot p roduce  the  r e s u lt s  d e s ir e d )  w ou ld  be seen as 
the o n ly  trea tm en t p la c e m e n t . .  .AND PAROLE OFFICERS CANNOT 13T.
GivuM T in: rkupom :;.! b il it y  to m ak i: t h i : A c e m T P  h it io h h r n p a t io;-:.

P roposed S ec t io n  17.17.3*11) says a pena l ty  imposed ( o r 
v i o l a t i o n  of t h i s  eh . pte.c is  .in add it  io n  t o , not in  p la c e  o f , 
a c i v i l  o r  a d m in is t r a I  iv c  p ena l iv  o r  sanc i ion o t h e r w i s e  author- 
i s.ed by la w . T h is  w ou ld  app a ren t J.y keep in  the  c i v i l  p e n a lt y  
f o r  I he possess.! on o ! m a r i j u a n a  because i. I is  a u th o r iz e d  by 
p resen t s i a I u I c , 1 7 . 1 2 . 1 I H .  Tii i s i s  a r e a l  momol •* in  that, i i 
w ou ld  perm i t one to be c i v i l l y  hand ted Cor p o s se ss io n  o'l m a r i­
ju a n a , but no t s u b je c t  to any p ro s e c u t io n  f o r  s a le  o l m a r i ju a n a . 
T h in  s e c t io n  must* e x c lu d e  m a r iju a n a  if: the  p r e v io u s ly  m entioned  
reduced  p e n a l t i e s  a rc  I o  make any s e n se .

T h is  b i l l  i s  p ro b a b ly  more p o s it  :i.vo. than n e g a t i v e .  I t  
c o i't .i i n ly  in  p o s it iv e  in  i t s  t r ea tmen t  of. h e ro in  a d d ic t s ,  and 
you th  who posse a s' sm a ll q u a n t i t i e s  o f  c o c a in e  and m a r i j u a n a .
There  a re  some a m b ig u it ie s  th a t w i l l  need to be c le an e d  up to 
makes I n i s  a w o rk a b le  b i l l ,  but all 3 in a l l  id the  p ro p e r  f o lk s  
g e t  on the a d v is o ry  com m ittee  and. i l  I ho comm i. sx i.onor uses 
tdno.ir a d v ic e  w i s e l y ,  we rhou l.d  end up w.i t i i  bed to r  ' awn c o n t r o l­
l i n g  the  p o sse ss io n  and ; i l e  o f  peon ib  i I ed substances  than a L 
ti i-’ | j ■ ■1 “S i'ii' I i. Rle .

; ; i  nee! e i y ,
• • v  S

s'

Jyrank J . Gold
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T h e  H o n o r a b l e  H u g h  M a l o n e  -
S p e a k e r  o f  t h e  H o u s e ?  .
A l a s k a  S t a t e  L e g i s l a t u r e  : >.
J u n e a u ,  A l a s k a  9 9 8 1 1  - ■ -  .?
- ... . • , v  V* i- U P  J e -

D e a r  M r .  S p e a k e r :  ••••>
*• * . , * *-j * ■ - 1 ’ • ' — ' *»

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  18  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  a n d  i n  a c c o r d a n c e  w i t h  AS 2 4 . 3 0 . 0 6 0 ( b )  
a n d  t h e  U n i f o r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,
I  am  t r a n s m i t t i n g  a  b i l l  d e s i g n e d  t o  i m p l e m e n t  a  c o m p r e ­
h e n s i v e  a n d  m o r e  r a t i o n a l  s t a t u t o r y  s c h e m e  t o  c o n t r o l  
t h e  p o s s e s s i o n ,  u s e ,  s a l e  a n d  d i s t r i b u t i o n  o f  i l l i c i t  
d r u g s  i n  A l a s k a  t h r o u g h  a  l o g i c a l  c l a s s i f i c a t i o n  a n d  
p e n a l t y  s y s t e m .

T h e  b i l l  i s  u  m o d i f i e d  v e r s i o n  o f  t h e  U n i f o r m  C o n ­
t r o l l e d  S u b s t a n c e s  A c t ,  p r o m u l g a t e d  b y  t h e  N a t i o n a l  
C o n f e r e n c e  o f  C o m m i s s i o n e r s  o n  U n i f o r m  S t a t e  L a w s .  I t  
i s  d e s i g n e d  t o  p r o v i d e  f o r  a  h i g h  d e g r e e  o f  u n i f o r m i t y  
a m o n g  t h e  la w s -  o f  t h e  s e v e r a l  s t a t e s  a n d  t h e  f e d e r a l  
g o v e r n m e n t  t h e r e b y  c r e a t i n g  a  n e t w o r k  o f  f e d e r a l  a n d  
s t a t e  l a w  e n a b l i n g  g o v e r n m e n t  a t  a l l  l e v e l s  t o  d e v e l o p  
a  c o o r d i n a t e d  a n d  e f f e c t i v e  a p p r o a c h  t o  t h e  e n f o r c e m e n t  
o f  d r u g  l a w s .  T o  d a t e ,  t h e  U n i f o r m  A c t  h a s  b e e n  
a d o p t e d  i n  a t  l e a s t  4 2  o t h e r  j u r i s d i c t i o n s .  ‘

A l a s k a ' s  p r e s e n t  s t a t u t e s  r e l a t i n g  t o  d r u g  o f f e n s e s  a r e  
c o n f u s i n g  a n d  o f t e n  i n c o n s i s t e n t  w i t h  e a c h  o t h e r ,  
p a r t i c u l a r l y  i n  t e r m s  o f  t h e  r a n g e  o f  p e n a l t i e s  p r o ­
v i d e d .  I n  g e n e r a l ,  t h e y  c o n s t i t u t e  a  h o d g e p o d g e  o f  
i n d i v i d u a l  s t a t u t o r y  p r o v i s i o n s  o f  v a r y i n g  a g e  t h a t  
h a v e  b e e n  a d o p t e d  i n  r e s p o n s e  t o  i n d i v i d u a l  p r o b l e m s  a s  
t h e y  b e c a m e  a p p a r e n t .  T h i s  s i t u a t i o n  h a s  b e e n  c o m ­
p o u n d e d  i n  r e c e n t  y e a r s  a n d  m o n t h s  b y  j u d i c i a l  d e ­
c i s i o n s  s u c h  a s  t h o s e  i n  R a v i n  v .  S t a t e , 5 3 7  P . 2 d  4 9 4  
( A l a s k a  1 9 7 5 ) ,  p e r t a i n i n g  t o  m a r i j u a n a  a n d ,  m o r e  

r e c e n t l y ,  i n  S t a t e  v .  E r i c k s o n , A n c h o r a g e  S u p e r i o r  
C o u r t  N o .  7 6 - 5 7 7 2  ' d r .  ( D e c e m b e r  2 2 ,  1 9 7 6 ) ,  p e r t a i n i n g  
t o  t h e  c l a s s i f i c a t i o n  o f  c o c a i n e  a s  a  n a r c o t i c .



I m m e d i a t e l y  a f t e r  t h e  E r i c k s o n  d e c i s i o n ,  I  a s k e d  t h e  
a t t o r n e y  g e n e r a l  a n d  t h e ' " ’c o s u a i ’s s i o n e r  o f  p u b l i c  s a f e t y  
t o  r a a k a  a  c o m p r e h e n s i v e  r e v i e w  o u r  d r u g  l a v s  a n d  t r y  
t o  a r r i v e  a t  a  c o o r d i n a t e d  r e a l i s t i c  s t a t e  p o l i c y  
t o w a r d  t h e  c l a s s i f i c a t i o n  o f  d r u g s  a n d  t h e  e n f o r c e m e n t  
o f  d r u g  l a w s .  T h a t  h a s  n o t  b e e n  e a s y .  A s  I  a a  s u r a  
e v e r y o n e  r e c o g n i s e s ,  a t t i t u d e s  a b o u t  d r u g s  i n  s o c i e t y  
v a r y  w i d e l y ,  a n d  t r y i n g  t o  r e a c h  a  p o s i t i o n  w h i c h  c a n  
b e  s u p p o r t e d  by  a l l  e l e m e n t s  o f  t h e  l a w  e n f o r c e m e n t  
c o m m u n i t y  t a k e s  a  g r e a t  d e a l  o f  t i m e .  Via h a v e  s p e n t  
t h a t  t i m e  E x t e n s i v e  c o n f e r e n c e s  h a v e  b e e n  h e l d  
b e t w e e n  c a m b e r s  o f  t h e  H e t r o  U n i t ,  o t h e r  m e m b e r s  o f  
t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y ,  a n d  t h e  s t a t e  p r o s e - : 
c u t o r ’ 3  o f f i c e -  E a c h  s e c t i o n  o f  t h i s  p r o p o s e d  b i l l  h a 3 
b e e n  d i s c u s s e d  a n d  d e b a t e d  a t  l e n g t h .  I  am  s o r r y  t o  b e  
s o  l a t e  i n  i n t r o d u c i n g  t h i s  b i l l ,  b u t  i n  n y  m i n d  i t  w a s  
c r i t i c a l  . t h a t  t h e  b i l l  r e p r e s e n t  a  c o m b i n e d  l a w  e n f o r c e ­
m e n t  p e r s p e c t i v e  a n d  I  . f e l t  t h a t  i t  w a s  w o r t h w h i l e  t o  
t a k e  t h e  t i m e  t o  r e a c h  t h a t  c o n s e n s u s .

■ V-, - • • ;.ri' - ■ . 1
T h e  t i m e  a t  w h i c h  t h i s  b i l l  i s  i n t r o d u c e d  w i l l  m a k e  i t  
d i f f i c u l t ,  i f  n o t  i m p o s s i b l e ,  t o  c o n s i d e r  i t  i n  d e p t h  
t h i s  s e s s i o n .  T h e r e  i s ,  h o w e v e r ,  a  p e r f e c t  v e h i c l e  f o r  
i t s  a n a l y s i s  b e t w e e n  s e s s i o n s .  T h e  C r i m i n a l  C o d e  
R e v i s i o n  S u b c o c u n i s s i o n ,  c h a i r e d  b y  R e p r e s e n t a t i v e  
G a r d i n e r ,  w i l l  b e  c o m p l e t i n g  t h e i r  w o r k  o n  t h e  e n t i r e  
c r i m i n a l  c o d e  b e f o r e  t h e  l e g i s l a t u r e  c o n v e n e s  n e x t
J a n u a r y ,  a n d  h o p e f u l l y  t h i s  b i l l  •» b e  h a n d l e d  i n  a n
o r d e r l y  f a s h i o n  a s  a  p a r t  o f  t h a t  t<- a l  r e v i s i o n
e f f o r t .  . • *

. .  N v . • . . _ *t ' . • 1 ' • %

W h i l e  t h a  b i l l  i s  p r i m a r i l y  t h e  p r o d u c t  o f  a  s e r i e s  o f  
w o r k i n g  s e s s i o n s  b e t w e e n  t h a  D e p a r t m e n t  o f  P u b l i c  
S a f e t y  a n d  t h e  C r i m i n a l  D i v i s i o n  o f  t h e  D e p a r t m e n t  o f • 
L a w ,  r e p r e s e n t a t i v e s  f r o m  s e v e r a l  d i s c i p l i n e s  a n d  
i n t e r e s t  g r o u p s  h a v e  b e a n  c o n s u l t e d  e x t e n s i v e l y  a n d  t o  
s o m a  e x t e n t  h a v e  p a r t i c i p a t e d  i n  t h e  d r a f t i n g  o f  t h i 3 
b i l l .  T h e s e  i n c l u d e  l a w  e n f o r c e m e n t  p e r s o n n e l ,  d e f e n s e  
a t t o r n e y s ; ,  p h a r m a c i s t s ,  s c i e n t i s t s ,  s o c i a l  w o r k e r s ,  a n d  
m e m b e r s  a n d  a t a f f  o f  t h e  C r i m i n a l  C o d e  R e v i s i o n  S u b -  
c o m m i s s i o n .  A l t h o u g h  o a c h  o f  t h e  v a r i o u s  i n t e r e s t s  v /ho  
h a v e  b e e n  c o n s u l t e d  a n d  i n v o l v e d  i n  t h a  d r a f t i n g  o f  t h e  
b i l l  m a y  n o t  a g r e e  w i t h  e a c h  p r o v i s i o n  i n  t h e  b i l l ,  
t h e r e  i s  ^ n e r a l  c o n s e n s u s  t h a t  o v e r a l l  t h e  b i l l  
c o n s t i t u t e s  a  b a d l y  n e e d e d  a n d  s i g n i f i c a n t  i m p r o v e m e n t  
o v e r  p r e s e n t  s t a t u t e s .  - .
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Tha m a in  o b je c t iv e  and  ad v an ta ge  o f  th e  U n if o r a  Con­
t r o l l e d  Substances  A c t and o f  t h i3  b i l l  i s  t h a t  i t  
c re a te s  a s in g le  c o o rd in a te d  s t a t u t o r y  system  o f  d ru g  
c o n t r o l  s im i l a r  to  t h a t  now i n  o f f a c t  a t  th e  f e d e r a l  
l a v a l  and  i n  a t  le a s t  fo r t y - tw o  o t h e r  s t a t e s  th ro u gh  
c l a s s i f i c a t i o n  o f  a l l  a b u 3 a b la  d ru g s  in t o  f i v e  
s c h e d u le s . Each s c h e d u le  has  i t 3  own c r i t e r i a  i n .  
r e l a t i o n  t o  th a  o th e r s  f o r  in c lu s io n  o f  a d r u g  based 
upon th e  d e g re e  o f  d a n ge r t o  the  p u b l ic  h e a lt h  and 
s a fe t y  w h ic h  i s  to  be  assessed  i n  acco rdance  w it h  a  
s e r ie s  o f  s p e c i f ic  c l a s s i f i c a t i o n  c r i t e r i a  s e t  o u t  i n  
th e  b i l l .  An a d d it io n a l .  saechani3ia i s  p r o v id e d  f o r  i n  
th e  b i l l  t o  a d m in is t r a t iv e ly  a d d , d e le t e ,  o r  nova  d ru g s  
from  one s c h e d u le  t o  a n o th e r  b y  r e g u la t io n  adop ted  i n  
acco rdance  w it h  th e  A d m in is t r a t iv e  P rocedu re  A c t .

• ?. i **' * , * ' * ‘ ’ * y »• •» •" 1 *
There  a re  two d i s t i n c t  a d v an ta ge s  t o  3uch a  r e g u la t o r y  
s y s tem . P i r 3 t ,  p e rso n s  w i t h in  th e  le g i t im a t e  d ru g  
in d u s t r y  a r e  s u b je c te d  to  e s s e n t ia l l y  th e  sane 
s ta n d a rd s  an d  re q u ire m e n ts  a t  b o th  th e  3 t a t e  and 
f e d e r a l  l e v e l s .  . S econd , th e  s t a t u t o r y  achene p roposed  
w i l l  p e rm it  th e  s t a t e  t o  re spond  q u ic k ly  and e f f i c i e n ­
t l y  t o  changes  i n  th a  use and abu3o o f  d ru g 3  w it h o u t  
r e p e a t e d ly  s e e k in g  l e g i s l a t i o n  when more s t r in g e n t  o r  
even  le s s  s t r in g e n t  c o n t r o ls  a re  fo u n d  n e c e s sa ry  and 
a p p r o p r ia t e .  The c l a s s i f i c a t i o n  system  e s t a b l is h e d  i n  
th e  b i l l  w i l l  a l l o w ,  3 u b je c t  to  l e g i s l a t i v e  n u l l i ­
f i c a t io n  and i n  acco rdance  w it h  p r e s c r ib e d  s t a n d a rd s , 
f o r  t h e  a d m in is t r a t iv e  in c lu s io n  o r  r e s c h e d u l in g  o f  
s u b s tan ce s  based  upon new s c i e n t i f i c  f in d in g s  and the  
abuse  p a t t e r n  and p o t e n t ia l  o f  a  s ub s tance  a f t e r  p u b l ic  
h e a r in g s .

A n o t h e r  o b j e c t i v e  o f  t h e  b i l l  i s  t o  e s t a b l i s h  a  c l o s e d  
r e g u l a t o r y  s y s t e m  f o r  l e g i t i m a t e  h a n d l e r s  o f  c o n t r o l l e d  
s u b s t a n c e s  i n  o r d e r  t o  c u r t a i l  d r u g  d i v e r s i o n  i n t o  
i l l e g i t i m a t e  c h a n n e l s .  T h i s  s y s t e m  r e q u i r e s ,  f o r  
e x a m p l e ,  r e g i s t r a t i o n  w i t h  a  d e s i g n a t e d  s t a t e  a g e n c y ,  
m a i n t e n a n c e  o f  r e c o r d s  a n d  t h a  U3G o f  u n i f o r m  o r d e r  
f o r m s  i n  c o n f o r m i t y  w i t h  f e d e r a l  l a w .

W h ile  th e  b i l l  does n o t  d i r e c t l y  p r o v id e  f o r  s p e c i f ic  
d ru g  t r e a tm e n t , r e h a b i l i t a t i o n  and re s e a rc h  p ro g ra m s , 
i t  does  p r o v id e  f o r  r e g is t r a t io n  o f  3uch p rog ram s  and 
i n d iv id u a ls  in v o lv e d  i n  th e  h a n d l in g  o f  d ru g s  f o r  
r e s e a r c h , t re a tm e n t  and r e h a b i l i t a t i v e  p u rp o s e s . T hus , 
th e  b i l l  e x p l i c i t l y  makes e d u c a t io n  and  re s e a rc h  an  
i n t e g r a l  p a r t  o f  th e  t o t a l  la w  en fo rcem en t e f f o r t  w it h  
r e s p e c t  t o  d ru g s  th ro u g h  c r e a t io n  o f  a  v i a b le  re s e a rc h  
e n v iro n m e n t .
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F r o m  a  l a w  e n f o r c e m e n t  p e r s p e c t i v e ,  t h e  b i l l  c o n ­
s t i t u t e s  a  s u b s t a n t i a l  i m p r o v e m e n t  o v e r  p r e s e n t  
s t a t u t e s  i n  t e r m s  o f  t h e  c l a s s i f i c a t i o n  a n d  p e n a l t y  
s t r u c t u r e ,  t h a  l i n k a g e  i t  w i l l  p r o v i d e  w i t h  f e d e r a l  a n d  
o t h e r  s t a t e  e n f o r c e m e n t  s y s t e m s ,  i t 3  f o r f e i t u r e  p r o ­
v i s i o n s ,  a n d  i t s  p r o v i s i o n s  d e a l i n g  w i t h  a  m u n b e r  o f  
m i s c e l l a n e o u s  s u b j e c t s  s u c h  a 3  f o r g e d  p r e s c r i p t i o n s .

A d d i t i o n a l l y ,  th a  p e n a lt y  s t r u c t u r e  o f  th e  b i l l  i n ­
c lu d e s  a com prehens ive  p re s u m p t iv e  s e n te n c in g  schema 
l a r g e l y  p a t te r n e d  a f t e r  l e g i s l a t i o n  w h ic h  I  s u b m itte d  
t o  you  e a r l i e r  t h i s  s e s s io n . T h is  p a r t ic u la r  f e a t u r e , 
a lo n g  w it h  a  p e n a lt y  d i s t in c t io n  between c a s u a l 3 a le a  
o f  i l l i c i t  d ru g s  and th o se  w h ic h  o c c u r i n  a  com m erc ia l 
c o n te x t , make th e  b i l l  3omewhat u n iq u e  among j u r i s -  
d ic t ?  w h ic h  have  adop ted  th e  U n ifo rm  C o n t r o l le d  
S u b s t r ic e s  A c t . The p re s u m p t iv e  s e n te n c in g  p r o v is io n s  
a r e  d e s ig n e d  t o  f u r t h e r  r a t i o n a l i z e  th e  p e n a lt y  
s t r u c t u r e  f o r  d ru g  o f fe n s e s  and t o  e l im in a t e  as  much 
room  f o r  d i s p a r i t y  a s  p o s s ib le  i n  sen tences  im posed f o r  
s im i l a r  o f fe n s e s  com m itted  u n d e r s im i l a r  c irc u m s ta n c e s . 
They a re  a ls o  in te n d e d  t o  p r o v id e  em phas is  on  th a  more 
s e r io u s  o f fe n s e s  unde r th a  b i l l  3uch as s a le s  o f  con­
t r o l l e d  s u b s tan ce s  t o  ra in o rs  and “c o m m e rc ia l’' s a le s  o f  
h e r o in ,  c o c a in e , and  am phetam ines .

i * *
I  b e l i e v e  t h a t  t h i s  b i l l  r e p r e s e n t s  a  c a r e f u l l y  t h o u g h t  
t h r o u g h  f o c a l  p o i n t  f o r  a  c o m p r e h e n s i v e  e x a m i n a t i o n  o f  
A l a s k a ’ s  d r u g  s t a t u t e s  w h i c h ,  a s  I  h a v e  i n d i c a t e d ,  a r e  
b a d l y  i n  n e e d  o f  r e v i s i o n ,  I  u r g e  y o u r  s e r i o u s  c o n ­
s i d e r a t i o n  o f  t h a  b i l l  d u r i n g  t h e  i n t e r i m  a n d ,  m o r e  
i m p o r t a n t l y ,  t h e  s u b j e c t  i t  a d d r e s s e s ,  a n d  I  t r u s t  
t h a t  t h e  b i l l  w i l l  b e  o f  a s s i s t a n c e  t~> t h e  C r i m i n a l  
C o d a  R e v i s i o n  S o b c o m m i s s i o n  i n  t h e i r  c o n s i d e r a t i o n  o f  
t h e  s u b j e c t .  A t t a c h e d  i s  a  s e c t i o n a l  a n a l y s i s  w h i c h  
e x p l a i n s  i n d i v i d u a l  p r o v i s i o n s  o f  t h e  b i l l  i n  w o r e  
d e t a i l .  •=*'
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S E C T I O N A L  A N A L Y S I S

* S e c t i o n  1 .  A d d s  C h a p t e r  1 7  t o  T i t l e  1 7  e n t i t l e d  t h e  
U n i f o r a  C o n t r o l l e d  S u b s t a n c e s  A c t .

A r t i c l e  1 .  S t a n d a r d s  a n d  S c h e d u l e s .

S e c .  1 7 . 1 7 . 0 1 0 .  A u t h o r i t y  t o  S c h e d u l e  C o n t r o l l e d  
S u b s t a n c e s .  E s t a b l i s h e s  t h a  c o m m i s s i o n e r  o f  t h e  

D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  a s  t h e  a  
d r o i n i s t r a t o r  o f  t h e  A c t *  t h e  c o m m i s s i o n e r ,  u p o n  t h e  
a d v i c e  o f  t h e  C o n t r o l l e d  S u b s t a n c e s  A d v i s o r y  C o m m i t t e e ,  
m a y  a d d ,  d e l e t e  o r  r e s c h e d u l e  s u b s t a n c e s  a c c o r d i n g  t o  
t h e i r  d e g r e e  o f  d a n g e r ?  p r o v i d e s  s t a n d a r d s  f o r  t h e  
c o m m i t t e e  t o  u s e  i n  d e t e r m i n i n g  t h e  d e g r e e  o f  d a n g e r  o f  
a  s u b s t a n c e ,  i n c l u d i n g  f o r  e x a m p l e ,  t h e  a b u s e  p a t t e r n  
a n d  t h e  b i o m e d i c a l  h a z a r d  o f  t h e  s u b s t a n c e .

S e c .  1 7 . 1 7 . 0 2 0 .  C o n t r o l l e d  S u b s t a n c e s  A d v i s o r y  
C o m m i t t e e .  E s t a b l i s h e s  t h e  C o n t r o l l e d  S u b s t a n c e s  
A d v i s o r y  C o m m i t t e e ,  p r o v i d e s  f o r  i t s  c o m p o s i t i o n ,  t h e  
t e r m s  o f  i t s  m e m b e r s  a n d  t h e i r  c o m p e n s a t i o n ?  s e t s  o u t  
t h e  p r o c e d u r e s  f o r  a d d i n g ,  d e l e t i n g ,  o r  r e s c h e d u l i n g  
( r e c l a s s i f y i n g )  s u b s t a n c e s  i n  t h e  s c h e d u l e s .

S e c .  1 7 . 1 7 . 0 3 0 .  N o m e n c l a t u r e .  P r o v i d e s  t h a t  a  
s u b s t a n c e  i 3  n o t  t o  b e  e x c l u d e d  f r o m  t h e  s c h e d u l e s  i f ,  
f o r  e x a m p l e ,  i t s  t r a d e  n a m e  d i f f e r s  f r o m  t h e  c h e m i c a l  
d e s i g n a t i o n  i n  t h e  s c h e d u l e s .

S e c .  1 7 . 1 7 . 0 4 0 .  S c h e d u l e  I .  E s t a b l i s h e s  S c h e d u l e  
I  s u b s t a n c e s  a s  t h o s e  h a v i n g  t h e  h i g h e s t  d e g r e e  o f  
d a n g e r ;  S c h e d u l e  I  p r e s e n t l y  i n c l u d e s ,  a m o n g  o t h e r s ,  
o p i u m ,  c o d e i n e ,  h e r e i n ,  m o r p h i n e ,  m e t h a d o n e ,  a n d  t h e i r  
d e r i v a t i v e s .

S e c .  1 7 . 1 7 . 0 5 0 .  S c h e d u l e  I I .  P r o v i d e s  t h a t  
S c h e d u l e  I I  s u b s t a n c e s  a r e  t h o s e  l e a s  d a n g e r o u s  t h a n  
t h e  s u b s t a n c e s  i n  S c h e d u l e  I  a n d  m o r e  d a n g e r o u s  t h a n  
t h o s e  i n  t h e  o t h e r  s c h e d u l e s ?  S c h e d u l e  I I  p r e s e n t l y  
i n c l u d e s  a m p h e t a m i n e s ,  c o c a  l o a v e s ,  a n d  t h e i r  d e r i v a ­
t i v e s .

S e c .  1 7 . 1 7 . 0 6 0 .  S c h e d u l e  I I I .  E s t a b l i s h e s  
S c h e d u l e  I I I  3 u b 3 t a n c e s  a s  t h o s e  m o r e  d a n g e r o u s  t h a n  
t h o s e  i n  S c h e d u l e  I I  b u t  n o t  a s  d a n g e r o u s  a s  t h e  s u b ­
s t a n c e s  i n  S c h e d u l e  IV ?  S c h e d u l e  I I I  p r e s e n t l y  i n c l u d e s  
b a r b i t u a t e s ,  h a l l u c i n o g e n i c s  a n d  t h e i r  d e r i v a t i v e s ,  
b a r b i t o l  a n d  p h e n o b a r b i t o l ,  a n d  s m a l l  a m o u n t s  o f  
c o d e i n e ,  m o r p h i n e ,  a n d  o p i u m  c o m b i n e d  w i t h  o t h e r  i n ­
g r e d i e n t s  i n  r e c o g n i z e d  t h e r a p e u t i c  a m o u n t s ,  a n d  
h a s h i s h  a n d  h a 3 h i s h  o i l .



S e c .  1 7 . 1 7 . 0 7 0 .  S c h e d u l e  I V . P r o v i d e s  t h a t  
S c h e d u l e  I V  s u b s t a n c e s  a r e  l e s s  d a n g e r o u s  t h a n  S c h e d u l e  
I I I  s u b s t a n c e s  b u t  m o r e  d a n g e r o u s  t h a n  s u b s t a n c e s  i n  
S c h e d u l e  V ;  S c h e d u l e  I V  p r e s e n t l y  i n c l u d e s  v e r y  s m a l l  
a m o u n t s  o f  c o d e i n e ,  m o r p h i n e ,  s u l f a t e ,  a n d  o p i u m  c o m -  
b i n e d  w i t h  o t h e r  i n g r e d i e n t s  i n  r e c o g n i z e d  t h e r a p e u t i c  
a m o u n t s ;  f o r  e x a m p l e ,  m a n y  o f  t h e  c o u g h  s y r u p s  a v a i l a b l e  
i n  t h e  d r u g  s t o r e .

S e c .  1 7 . 1 7 . 0 8 0 .  S c h e d u l e  V . E s t a b l i s h e s  S c h e d u l e  
V  a s  t h e  l e a s t  d a n g e r o u s  o f  t h e  c o n t r o l l e d  3 u b s t a n c e 3 
a n d  p r o v i d e s  t h a t  m a r i j u a n a  i s  a  S c h e d u l e  V  s u b s t a n c e .

*• • • « .*.• • • i* • . ' t  - •
A r t i c l e  2 .  R e g u l a t i o n  o f  M a n u f a c t u r e ,  D i s t r i ­

b u t i o n ,  D i s p e n s i n g ,  a n d  R e s e a r c h  w i t h  C o n t r o l l e d  S u b ­
s t a n c e s .

S e c .  1 7 - 1 7 . 1 5 0 .  R e g u l a t i o n s .  R e q u i r e s  t h e  c o m ­
m i s s i o n e r  o f  h e a l t h  a n d  s o c i a l  s e r v i c e s  t o  a d o p t  r e g u ­
l a t i o n s  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  A c t  a n d  a l l o w s  
t h e  c o m m i s s i o n e r  t o  c h a r g e  r e a s o n a b l e  fe a 3  f o r  r e g i s ­
t r a t i o n  .

S e c .  1 7 . 1 7 . 1 6 0 .  R e g i s t r a t i o n  R e q u i r e m e n t s .
R e q u i r e s  p e r s o n s  w h o  m a n u f a c t u r e ,  d i s t r i b u t e ,  d i s p e n s e ,  
o r  c o n d u c t  r e s e » _ i r c h  w i t h  c o n t r o l l e d  s u b s t a n c e s  t o  b e  
r e g i s t e r e d  u n d e r  t h e  A c t  t o  d o  s o ;  e x e m p t s  f r o m  r e g i s ­
t r a t i o n  e m p l o y e e s  a n d  . a g e n t s  o f  r e g i s t e r e d  p e r s o n s  
a c t i n g  i n  t h e  n o r m a l  c o u r s e  o f  b u s i n e s s ,  e x e m p t s  
w a r e h o u s e m e n  a n d  u l t i m a t e  u s e r s  i n  l a w f u l  p o s s e s s i o n  
f r o m  r e g i s t r a t i o n ;  a l l o w s  t h e  c o m m i s s i o n e r  t o  w a i v o  
r e g i s t r a t i o n  r e q u i r e m e n t s  i f  t h e  w a i v e r  i s  i n  t h e  
p u b l i c  i n t e r e s t ?  a n d  a l l o w s  t h e  c o m m i s s i o n e r  t o  i n s p e c t  
t h e  p r e m i s e s  o f  a  r e g i s t r a n t  o r  a p p l i c a n t  f o r  r e g i s ­
t r a t i o n .

S e c .  1 7 . 1 7 . 1 7 0 .  R e g i s t r a t i o n .  R e q u i r e s  t h a  
c o m m i s s i o n e r  t o  r e g i s t e r  a p p l i c a n t s  w h e n  i t  i s  i n  t h e  
p u b l i c  i n t e r e s t  t o  d o  s o ,  a n d  e s t a b l i s h e s  t h a  s t a n d a r d s  
t h e  c o m m i s s i o n e r  m u s t  U3 e  i n  d e t e r m i n i n g  w h e t h e r  
i s s u a n c e  o f  a  r e g i s t r a t i o n  t o  m a n u f a c t u r e ,  d i s t r i b u t e  
o r  d i s p e n s e  i s  i n  t h e  p u b l i c  i n t e r e s t ;  r e q u i r e s  t h e  
c o m m i s s i o n e r  t o  r e g i s t e r  r e s e a r c h e r s  w h o  a r e  r e g i s t e r e d  
a s  r e s e a r c h e r s  u n d e r  f e d e r a l  l a w ;  a n d  p r o v i d e s  t h a t  
c o m p l i a n c e  b y  m a n u f a c t u r e r s  a n d  d i s t r i b u t o r s  w i t h  
f e d e r a l  r e g u l a t i o n s  p r o v i s i o n s  e n t i t l e s  t h e m  t o  r e g i s ­
t r a t i o n  i n  t h e  s t a t e .
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G e e .  1 7 . 1 7 . 1 3 0 .  R e v o c a t i o n  a n d  S u s p e n s i o n  o f  
R e g i s t r a t i o n .  P r o v i d e s  t h e  s t a n d a r d s  t i n n e r  w h i c h  a  
r e g i s t r a t i o n  m a y  b e  r e v o k e d  o r  s u s p e n d e d  a n d  t h e  
p r o c e d u r e s  f o r  d i s p o s i t i o n  o f  t h e  r e g i s t r a n t ' s  c o n ­
t r o l l e d  s u b s t a n c e s  d u r i n g  r e v o c a t i o n  o r  s u s p e n s i o n  
p r o c e e d i n g s .  .

S e c .  1 7 . 1 7 . 1 9 0 .  O r d e r  g o  S h o w  C a u s a .  E s t a b l i s h e s  
p r o c e d u r e s  t h a  c o m m i s s i o n e r  m u 3 t  f o l l o w  b e f o r e  d e n y i n g ,  
s u s p e n d i n g ,  r e v o k i n g  o r  r e f u s i n g  t o  r e n e w  a  r e g i s ­
t r a t i o n ?  p r o v i d e s  t h a t  t h e  c o m m i s s i o n e r  m a y  s u s p e n d  a  
r e g i s t r a t i o n  w i t h o u t  c o m p l y i n g  w i t h  t h e s e  p r o c e d u r e s  i f  
i m m i n e n t  d a n g a r  t o  t h e  p u b l i c  h e a l t h  o r  s a f e t y  w a r r a n t s  
i m m e d i a t e  s u s p e n s i o n .

S e c .  1 7 . 1 7 . 2 0 0 .  R e c o r d s  o f  R e g i s t r a n t s .  S e t s  o u t  
t h e  r e q u i r e m e n t s  f o r  r e c o r d  k e e p i n g  b y  r e g i s t r a n t s .

S e c .  1 7 . 1 7 . 2 1 0 .  O r d e r  F o p a s  a n d  P r e s c r i p t i o n s . 
A d o p t s  f e d e r a l  l a w  d e a l i n g  w i t h  o r d e r  f o r m s ' a n d  p r e -  
3 c r i p t i o n s .

A r t i c l e  3 .  O f f e n s e s  a n d  P e n a l t i e s .

S e c .  1 7 . 1 7 . 2 5 0 .  P r o h i b i t e d  A c t s  A? P e n a l t i e s .  
P r o h i b i t s  t h e  u n a u t h o r i s e d  d e l i v e r y  o f  c o n t r o l l e d  
s u b s t a n c e s  t o  m i n o r s ?  p r o v i d e s  m a x im u m  p e n a l t i e s  a n d  
p r e s u m p t i v e  s e n t e n c e s  f o r  v i o l a t i o n  o f  t h i 3  s e c t i o n  
a c c o r d i n g  t o  t h e  s c h e d u l e  o f  t h e  d r u g  w i t h  r e s p e c t  t o  
w h i c h  t h e  v i o l a t i o n  o c c u r r e d .

S e c .  1 7 . 1 7 . 2 6 0 .  P r o h i b i t e d  A c t s  B ;  P e n a l t i e s .  
P r o h i b i t s  t h e  u n a u t h o r i z e d '  m a n u f a c t u r e  o f  c o n t r o l l e d  
s u b s t a n c e s ?  p r o v i d e s  m a x im u m  p e n a l t i e s  a n d  p r e s u m p t i v e  
s e n t e n c e s  f o r  v i o l a t i o n  o f  t h i s  s e c t i o n  a c c o r d i n g  t o  
t h a  s c h e d u l e  o f  t h e  s u b s t a n c e  w i t h  r e s p e c t  t o  w h i c h  t h e
v i o l a t i o n  o c c u r r e d .
- » ' • >«■!»''

* * * I
S e c .  1 7 . 1 7 . 2 7 0 .  P r o h i b i t e d  A c t a  C ; P e n a l t i e s . 

P r o h i b i t s  t h e  u n a u t h o r i z e d  d e l l v e r y  a n d  p o s s e s s i o n  f o r  
d e l i v e r y  o f  c o n t r o l l e d  s u b s t a n c e s  u n d e r  c i r c u m s t a n c e s  
m a n i f e s t i n g  a n  i n t e n t  t o  d e l i v e r  c o n t r o l l e d  s u b s t a n c e s  
a s  p a r t  o f  a n  o n g o i n g  c o m m e r c i a l  e n t e r p r i s e  o r  t o  
d e l i v e r  c o n t r o l l e d  s u b s t a n c e s  t o  t a n  o r  m o r e  p e r s o n s ;  
p r o v i d e s  m a x im u m  p e n a l t i e s  a n d  p r e s u m p t i v e  s e n t e n c e s  
f o r  v i o l a t i o n  o f  t h e  s e c t i o n  a c c o r d i n g  t o  t h e  s c h e d u l e  
o f  t h e  s u b s t a n c e  t f i t h  r e s p e c t  t o  w h i c h  t h e  v i o l a t i o n  
o c c u r r e d .
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S e c .  1 7 . 1 7 . 2 3 0 .  P r o h i b i t e d  A c t s  D ; P e n a l t i e s .  
P r o h i b i t s  t h e  u n a u t h o r i s e d  d e l i v e r y  o f  c o n t r o l l e d  
s u b s t a n c e s  a n d  p o s s e s s i o n  w i t h  t h e  i n t e n t  o f  d e l i v e r y ;  
p r o v i d e s  m a x im u m  p e n a l t i e s  a n d  p r e s u m p t i v e  s e n t e n c e s  
f o r  v i o l a t i o n  o f  t h e  s e c t i o n  a c c o r d i n g  t o  t h e  s c h e d u l e  
o f  t h e  s u b s t a n c e  w i t h  r e s p e c t  t o  w h i c h  t h e  v i o l a t i o n  
o c c u r r e d .

S e c .  1 7 . 1 7 . 2 9 0 .  P r o h i b i t e d  x l c t s  B ;  P e n a l t i e s .  
P r o h i b i t s  p o s s e s s i o n  o f  c o n t r o l l e d  s u b s t a n c e s  e x c e p t  
w h e r e  a u t h o r i z e d  b y  t h e  A c t ;  p r o v i d e s  m a x im u m  p e n a l t i e s  
a n d  p r e s u m p t i v e  s e n t e n c e s  f o r  v i o l a t i o n  o f  t h e  s e c t i o n  
a c c o r d i n g  t o  t h e  s c h e d u l e  o f  t h e  s u b s t a n c e  w i t h  r e s p e c t  
t o  w h i c h  t h e  v i o l a t i o n  o c c u r r e d .

S a c .  1 7 . 1 7 . 3 0 0 .  P r o h i b i t e d  A c t s  P ;  P e n a l t i e s .  
P r o h i b i t s  k n o w i n g l y  k e e p i n g  a  s t r u c t u r e  u s e d  b y  p e r s o n s  
i n  v i o l a t i n g  t h i 3  c h a p t e r ;  f r a u d u l e n t  u s e  o f  a  r e g i s ­
t r a t i o n  n u m b e r ,  o b t a i n i n g  c o n t r o l l e d  s u b s t a n c e s  f r a u d u ­
l e n t l y ,  f u r n i s h i n g  f a l s e  i n f o r m a t i o n  i n  a  d o c u m e n t  
r e q u i r e d  b y  t h e  A c t ,  r e f u s i n g  e n t r y  f o r  a n  i n s p e c t i o n  
a u t h o r i z e d  b y  t h e  A c t ,  a n d  r e c o r d k e e p i n g  v i o l a t i o n s ;  
p r o v i d e s  p e n a l t i e s  f o r  t h e s e  v i o l a t i o n s .

S e c .  1 7 . 1 7 . 3 1 0 .  P r o h i b i t e d  A c t s  G ; P e n a l t i e s .  
P r o h i b i t s  p u b l i c  u s e  a n d  d i s p l a y  o £  m a r i j u a n a  a n d  u s e  
o f  m a r i j u a n a  w h i l e  d r i v i n g ;  p r o v i d e s  p e n a l t i e s  f o r  
t h e s e  v i o l a t i o n s ;  p r o v i d e s  t h a t  p o s s e s s i o n  o f  m a r i j u a n a  
f o r  i n d i v i d u a l  u s e  i 3  n o t  u n l a w f u l ,  n o r  i s  d i s t r i b u t i o n  
t o  p e r s o n s  1 9  y e a r s  o f  a g e  a n d  o v e r  o f  l e s s  t h a n  o n e  
o u n c e  o f  m a r i j u a n a  ^ o r  n o  r e m u n e r a t i o n .

S e c .  1 7 . 1 7 . 3 2 0 .  S e n t e n c i n g .  S e t 3 o u t  s e n t e n c i n g  
p r o c e d u r e s  f o r  p e r s o n s  c o n v i c t e d  o f  a  v i o l a t i o n  o f  t h e  
A c t  i n c l u d i n g  t h e  c i r c u m s t a n c e s  w h e r e  t h e  p r e s u m p t i v e  
s e n t e n c e  s h o u l d  b e  i m p o s e d ?  p r o v i d e s  f a c t o r s  w h i c h  m a y  
a g g r a v a t e  o r  m i t i g a t e  t h e  p r e s u m p t i v e  s e n t e n c e  a n d  t h a  
p r o c e d u r e s  f o r  e s t a b l i s h i n g  a g g r a v a t i n g  a n d  m i t i g a t i n g  
f a c t o r s 7 a n d  p r o v i d e s  t h a t  a  p e r s o n  c o n v i c t e d  o f  
p o s s e s s i o n  o f  a  c o n t r o l l e d  s u b s t a n c e  w h o  i 3  a d d i c t e d  t o  
a  c o n t r o l l e d  s u b s t a n c e  m a y  b e  s e n t e n c e d  t o  u n d e r g o  
t r e a t m e n t  i n  a d d i t i o n  t o  o r  i n s t e a d  o f  a  f i n e  o r  
i m p r i s o n m e n t .

S e c .  1 7 . 1 7 . 3 3 0 . '  S u b s e q u e n t  O f f e n s e s .  P r o v i d e s  
t h a t  t h e  p r e s u m p t i v e  s e n t e n c e s  f o r  r e p e a t  o f f e n d e r s  
u n d e r  t h e  c h a p t e r  a r e  h i g h e r  t h a n  f o r  f i r s t  o f f e n d e r s .



i S e c .  1 7 . 1 7 . 3 4 0 .  P e n a l t i e s  U n d e r  O t h e r  L a w s .
S p e c i f i e s  t h a t  t h e  p e n a l t i e s  u n d e r  t h i s  A c t  a r e  i n  
a d d i t i o n  t o  a n y  c i v i l  o r  a d m i n i s t r a t i v e  p e n a l t i e s  
i m p o s e d  b y  l a w .

j S e c .  1 7 . 1 7 . 3 5 0 .  B a r  t o  P r o s e c u t i o n . P r o v i d e s
t h a t  i f  a p e rso n  i s  p ro se c u te d  fcv a n o th e r  s t a t e  o r  th e
f e d e r a l  gove rnm ent f o r  an  a c t  w h ic h  a ls o  v io la t e s  t h i3  
A c t , a c q u i t t a l  o r  c o n v ic t io n  i n  th e  o t h e r  j u r i s d i c t i o n  
b a r3  p ro s e c u t io n  i n  A la s k a .

A r t i c l e  4 .  E n f o r c e m e n t  a n d  A d m i n i s t r a t i v e  
P r o v i s i o n s .

' S e c .  1 7 . 1 7 . 3 3 0 ,  C o o p e r a t i v e  A r r a n g e m e n t s  a n d
■ C o n f i d e n  t i a l i t y .  A l l o w s  t h e  c o m m i s s i o n e r  o f  h e a l t h

a n d  s o c i a l  s e r v i c e s  t o  c o o p e r a t e  w i t h  o t h e r  s t a t e  a n d  
f e d e r a l  a g e n c i e s  i n  d a t a  c o l l e c t i o n ,  i n f o r m a t i o n  
e x c h a n g e ,  a n d  t r a i n i n g .

i S e c .  1 7 . 1 7 . 3 9 0 .  F o r f e i t u r e s ,  f  c.a o u t  t h e
p r o p e r t y  w h i c h  m a y  b e  f o r f e i t e d  a n d  t ^ e  c o n d i t i o n s  a n d  
p r o c e d u r e s  f o r  s e i z u r e  o f  p r o p e r t y  s u b j e c t  t o  f o r ­
f e i t u r e  u n d e r  t h e  A c t ?  s e t s  o u t  t h e  p r o c e d u r e s  f o r  
d i s p o s i n g  o f  f o r f a i t e d  p r o p e r t y .

S e c .  1 7 . 1 7 . 4 0 0 .  B u r d e n  o f  P r o o f ;  L i a b i l i t i e s . 
P r o v i d e s  t h a t  t h e  s t a t e  n e e d  n o t  n e g a t e  a n  e x e m p t i o n  o r  
e x c e p t i o n  u n d e r  t h e  A c t  i n  a n y  p l e a d i n g  o r  p r o c e e d i n g  
u n d e r  t h e  A c t ?  p r o v i d e s  t h a t  n o  l i a b i l i t y  i s  i m p o s e d  b y  
t h e  c h a p t e r  o n  a n  o f f i c e r  c a r r y i n g  o u t  h i s  o r  h e r  
d u t i e s .

S e c .  1 7 . 1 7 . 4 1 0 ,  J u d i c i a l  R e v i e w .  P r o v i d e s  f o r  
r e v i e w  b y  t h e  s u p e r i o r  c o u r t  o f  a d m i n i s t r a t i v e  d e ­
c i s i o n s  m a d e  u n d e r  t h e  A c t .

S e c .  1 7 . 1 7 . 4 2 0 .  E d u c a t i o n  a n d  R e s e a r c h .  R e q u i r e s  
t h e  c o m m i s s i o n e r  o f  h e a l t h  a n d  s o c i a l  s e r v i c e s  t o  
e n c o u r a g e  e d u c a t i o n  a n d  r e s e a r c h  i n  t h e  f i e l d  o f  d r u g  
a b u s e ,  a n d  e m p o w e r s  t h e  c o m m i s s i o n e r  t o  e s t a b l i s h  
r e s e a r c h  p r o j e c t s  a n d  e d u c a t i o n a l  p r o g r a m s .

A r t i c l e  5 .  G e n e r a l  P r o v i s i o n s ,

S e c .  1 7 . 1 7 . 9 0 0 .  D e f i n i t i o n s .  T h i s  s e c t i o n  
d e f i n e s  t e r m s  u s e d  i n  t h e  c h a p t e r .
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*  S e c .  2 .  A m e n d s  t h e  d e f i n i t i o n  o f  " u n p r o ­
f e s s i o n a l  o r  d i s h o n o r a b l e  c o n d u c t "  i n  t h e  l i c e n s i n g  
p r o v i s i o n s  f o r  p h y s i c i a n s  t o  c o n f o r m  w i t h  t h e  p r o ­
v i s i o n s  o f  t h e  A c t *

* S e c .  3 .  A m e n d s  AS 0 3 . 8 0 . 4 7 0 ,  r e g a r d i n g  
l i c e n s i n g  o f  p h a r m a c i s t s ,  t o  c o n f o r m  w i t h  t h e  p r o ­
v i s i o n s  o f  t h e  A c t .

* S e c .  4 . .  A d d s  t h e  d u t y  t o  a d m i n i s t e r  t h e  A c t  t o  
t h e  d u t i e s  o f  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  
S e r v i c e s  u n d e r  A S 4 4 * 2 9 . 0 2 0 .

* S e c .  5 .  P r o v i d e s  t h a t  o f f e n s e s  c o m m i t t e d  b e f o r e  
t h e  e f f e c t i v e  d a t a  o f  t h e  A c t  d o  n o t  a b a t e  a s  a  r e s u l t  
o f  p a s s a g e  o f  t h e  A c t  b u t  t h a t  p e n a l t i e s  i n  t h e  A c t  
\ * h i c h  a x e  l e s s  s e v e r e  t h a n  t h o s e  u n d e r  p r i o r  l a w  w i l l  
a p p l y  t o  t h e s e  o f f e n s e s ;  p r o v i d e s  t h a t  f o r f e i t u r e  a n d  
a d m i n i s t r a t i v e  p r o c e e d i n g s  b e g u n  b e f o r e  p a s s a g e  o f  t h e  
A c t  a r e  n o t  a f f e c t e d  b y  t h e  A c t ;  r e q u i r e s  t h e  c o m ­
m i s s i o n e r  o f  h e a l t h  a n d  s o c i a l  s e r v i c e s  t o  i n i t i a l l y  
r e g i s t e r  u n d e r  t h e  A c t  p e r s o n s  l i c e n s e d  u n d e r  p r e s e n t  
s t a t e  l a w .

* S e c .  6 .  P r o v i d e s  t h a t  a l l  a d m i n i s t r a t i v e  o r d e r s  
i s s u e d  a n d  r e g u l a t i o n s  a d o p t e d  u n d e r  a  l a w  a f f e c t e d  b y  
t h e  A c t  a n d  n o t  i n  c o n f l i c t  w i t h  t h e  A c t  s h a l l  c o n t i n u e  
i n  a f f e c t  u n t i l  m o d i f i e d , ,  s u p e r s e d e d ,  o r  r e p e a l e d .

*  S e c .  7 .  R e p e a l e r .
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M E M O R A N D U M

SU B JE C T : L e g i s l a t i o n  o n  F i s h e r m e n ' s  F u n d

TO: A v r u m  M. G r o s s ,  A t t o r n e y  G e n e r a l

FROM: R e p r e s e n t a t i v e  T e r r y  G a r d i n e r ,  C h a i r m a n
H o u s e  J u d i c i a r y  C o m m i t t e e

A s  y o u  k n o w ,  a c t i n g  o n  a d v i c e  f r o m  y o u r  o f f i c e ,  

t h e  l e g i s l a t u r e  a m e n d e d  AS 2 3 . 3 5 . 0 6 0  l a s t  y e a r  t o  p r o v i d e ,  

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

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

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

d e d i c a t e d  f r o m  t h o s e  r e v e n u e s  t o  t h e  F i s h e r m e n ' s  F u n d  w o u l d  

b e  d e r i v e d  i n s t e a d  f r o m  t h e  p e r m i t  f e e s .  § § 8 ,  1 5 ,  a n d  1 6 ,  

c h .  1 0 5 ,  SLA 1 9 7 7 .

T h i s  y e a r ,  w e  h a v e  b e e n  c o n s i d e r i n g  w a y s  i n  w h i c h  

t o  h a v e  t h e  i n c o m e ,  i . e . ,  i n t e r e s t ,  f r o m  t h e  f u n d  d e p o s i t e d  

i n  t h e  f u n d .  T h i s  h a s  n e v e r  b e e n  d o n e ,  b u t  A s s i s t a n t  A t t o r ­

n e y  G e n e r a l  P e g u e s  h a s  a d v i s e d  u s  i n f o r m a l l y  t h a t ,  a s  a  g e n ­

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

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

f u n d ' s  p u r p o s e  o r  d e p o s i t e d  i n t o  t h e  f u n d .

M r .  P e g u e s  h a s  a l s o  a d v i s e d  t h a t  o u r  a t t e m p t  t o  

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

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

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

A l a s k a  C o n s t . , a r t .  I X ,  § 7 .  T h e r e  w a s  c e r t a i n l y  n o  i n t e n ­

t i o n  t o  e l i m i n a t e  t h e  a m o u n t  o f  t h e  d e d i c a t i o n .  A l l  t h a t  

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

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

o f  t h e  d e d i c a t i o n .

M r .  P e g u e s  h a s  s u g g e s t e d  t h a t  l e g i s l a t i o n  i s  p r o ­

b a b l y  t h e  c u r e  t o  b o t h  p r o b l e m s .  T h i s  i s  t o  r e q u e s t  t h a t  a  

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

t h a t  r e s u l t .



FISHERMEN'S F U N D

C O M P A R I S O N  OF F U N D  B A L A N C E S ,  RECEIPTS A N D  D I S B U R S E M E N T S

July 1 June 30
Starting Ending

Fiscal Year Balances Receipts Disbursements Balances

1963-64 $ 242,585.96 $ 114,213.00 $ 118,081.79 $ 238,717.17

1964-65 23S.717.17 126,938.15 96,695.36 268,959.96

1965-66 268,959.96 139,767.00 93,165.05 315,561.91

1966-67 315,561.91 160,317.00 144,486.97 331,391.94

1967-68 331,391.94 193,290.00 160,043.40 364,638.54

196S-69 364,638.54 195,672.00 164,072.39 396,238.15

1969-70 396,238.15 219,141.00 142,871.10 472.50S.05

1970-71 472,SOS.05 205,254.00 202,078.02 475.6S4.03

1971-72 475.6S4.00 184,000.00 179,654.00 4S0.C30.O0

1972-73 480,030.00 243,294.00 184,945.00 533 ,379.00

1973-74 53S.379.00 210,198.00 172,862.00 575 ,715.00

1974-75 575,715.00 1S5.016.00 167 ,974.00 592,757.00

1975-76 592,757.00 214,950.00 139,309.00 617.798.00
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I w o  y e a r s  a q o  the A t t o r n e y  (ienera 1 1s O f f i c e  ru 

ol tiie s t a t e  i.s l i m i t e d  to t h r e e  m i l e s  s e a w a r d  

a p p r o x i m a t e l y  $ 1 0 , 0 0 0 , of c l a i m s  h a v e  b e e n  deni 

w e  d o  not b e l i e v e  this is an a c c u r a t e  h i s t o r y  

s t o p p e d  m a n y  c l a i m s  f r o m  b e i n g  filed.

It. is o u r  e x p e r i e n c e  that the a d d i t i o n a l  area will b r i n y  m o r e  l a r g e  c l a i m s  as 

th o s e  o c c u r r i n g  on the h i g h  sea s  tend to lie m o r e  s e r i o u s  in n a t u r e .  T h e r e f o r e ,  

w o  a r e  e s t i m a t i n g  that the p r o g r a m  c o s ts  c o u l d  ris e  as m u c h  as $ 2 5 , 0 0 0 ,  in FV 79 

a n d  $ 5 , 0 u Q , e a c h  s u c c e e d i n g  y ea r ,  travel ind i c at e d  a b o v e  is to t r a n s p o r t  the in­

ju r e d  ! i she m u-n to m e d i c a l  f a c i l i t i e s  a n d  r e t u r n  to his b o a t  o r  h o m o ,  w h i c h  e v e r  

m e e t s  his needs.
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Oil 1ha 1. the "terri torial wa tors"
In the two Yfirs exp e r i e n c e

d by 1 is (lortren's iund. Ifowi;ver,

ecau ;o T. tow! oil jo ( t the law has
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J a n u a r y  10, 1978

T h e  H o n o r a b l e  H u g h  M a l o n e  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  a n d  i n  a c c o r d a n c e  w i t h  AS 2 4 . 3 0 . 0 6 0 ( b )  a n d  
t h e  U n i f o r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,  I  am 
t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  t h e  f i s h e r m a n ' s  f u n d .  
U n d e r  t h e  b e n e f i t  p r o v i s i o n s  o f  t h e  f i s h e r m a n ' s  f u n d  a s  
t h e y  c u r r e n t l y  e x i s t ,  AS 2 3 . 3 5 . 0 1 0  -  2 3 . 3 5 . 1 5 0 ,  a n
i n j u r e d  o r  d i s a b l e d  f i s h e r m a n  i s  o n l y  e n t i t l e d  t o  r e c e i v e  
b e n e f i t s  i f  t h e  f i s h i n g - r e l a t e d  a c c i d e n t  l e a d i n g  t o  h i s  
i n j u r y  o r  d i s a b i l i t y  o c c u r r e d  a s h o r e  i n  A l a s k a  o r  w i t h i n  
" t h e  t e r r i t o r i a l  w a t e r s  o f  t h e  s t a t e " ,  w h i c h  e x t e n d  o n l y  
t o  t h e  t h r e e - m i l e  l i m i t .  I n  r e c o g n i t i o n  o f  t h e  f a c t s  
t h a t  m a n y  A l a s k a - l i c e n s e d  f i s h e r m e n  f i s h  o f f s h o r e  f r o m  
A l a s k a  b u t  b e y o n d  t h e  t h r e e - m i l e  l i m i t  a n d  t h a t  t h e  
f e d e r a l  g o v e r n m e n t  h a s  n o w  e x t e n d e d  i t s  f i s h e r i e s  
j u r i s d i c t i o n  t o  200  m i l e s  o f f s h o r e ,  I  am p r o p o s i n g  t h a t  
AS 2 3 . 3 5 . 0 7 0  b e  a m e n d e d  t o  e x t e n d  b e n e f i t s  t o  c o v e r  
f i s h i n g - r e l a t e d  a c c i d e n t s  t h a t  o c c u r  i n s i d e  U i e  2 0 0 - m i l e  
f i s h e r i e s  c o n s e r v a t i o n  z o n e  e s t a b l i s h e d  u n d e r  t h e  F i s h e r y  
C o n s e r v a t i o n  a n d  M a n a g e m e n t  A c t  o f  1 9 7 6 ,  P . L .  9 4 - 2 6 5 .

S i n c e r e l y ,

J a y  S .  H am m ond  
G o v e r n o r
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S y l v i a  P o r t e r

Y o u r  m o n e y 's  n o r t h

P la in  E ng lish  used in New Y o rk  laws
. JW"yxr-‘‘ (1) What does the bill do? The bill requires all consumer contracts to be:, (a) written in plain English; (b) appropriately divided;' (c) properly captioned. . •}. , . i . . .“ (2) What is a consumer contract? A consumer contract is an agreement: about money, goods or services valued at less* than $50,000. rv •: V# a' “ When does the billtake effect? The bill takes effect on June 1, 1978. ” /’ “ I approve the bill..(Signed) Hugh Li' Carey, State

What makes this tale of exceptional interest is that when Sullivan’s bill got hot, suddenly prestigious lawyers and powerful trade associations protested vigorously, declaring that their old unreadable contracts would have to be reprinted, and the delay until June of next year wasn’t sufficient for that. Moreover, they insisted that some of the contract terms, were impossible to write in terms you and I could comprehend! • ?' .•This argument actually was the admission th afof New. York .Executive Chamber,, etc.:.” : ^ .  boomeranged. . For if consumers are signing
V * '  U l t t M a i f l A  . m m  1m m  a I a h  M n  i t i A x I  'a P* f m n r \ / i 7 o l         J _____________________________ 1  J  i _______ i"M iracle of miracles fin the world of'financial bafflegab,1 New York state how has on. its books a pioneering law requiring that contracts from now on should not be ukases issued by one party which the other can'teven understand, but be in understandable

agreements every day which couldn’t be understood even if they, were able to read them, how could these documents be labeled as agreements to begin with? Is-1 it not unfair and deceptive to coax consumers into signing documents that, are actually beyond theEnglish. Marvel of marvels in the world of state comprehension of anybody but the lawyers? politics, this bill, introduced by an upstate New York The unsuccessful, intensive, behind-the-scenes Republican, Assemblyman .Peter Sullivan, was scramble to stop Sullivan and his. Plain English bill recently approved*1 by; the-’ Democratic State attracted far more attention than would have merei proposal. Thus, the result is certain to more similar laws in states across the
in­toin-

opposing lobbyists bbomeranged by enhancing, the fight’s dramatic value. The issue: a single assem­blyman battling organized forces defending* comprehensible contracts designed ' primarily protect the sellers and their lawyers while timidating you, the buyer..Now there seems, no doubt that New York’s historic simplification law will be copied the nation over. For the first time ever, you’ll be able to. un­derstand the contracts you are signing, the bargains to which you are agreeing. - JA contract is, supposed to be a bargain struck between two sides, each of whom knows what they are doing and each of whom is trying to work out the best deal they can. But does this described what happens

represents one of the few..times the tactics ‘off-the;; ^.  i i-'-1-—'-1-  ~~'1 u"  ~ * This time, the federal government might look toNew york for leadership in a battle it is fighting with little, if any, success. President Carter has stated frequently that he wants government regulations to be written in plain English. But so far, with enormous ' luck and perserverance, all you have is a picayune chance to grasp the meaning of anyone—and I ’m not even including the tax laws! '
i **. .' > V — ■*. f  ,’• * . V
^ - ’w -  A- ... «. „The editors of the Federal Register also are having a fascinating time trying to translate some of the tortuous writing they receive from the bureaucratic agencies. Same tale.But in this area, we, the consumers of New York, when you buy mostmajorbig-ticket products or ser- , have won—and with Sullivan’s law, we are pointing vices? Obviously not. The terms of the agreement are the way.pre-printed, often in type too small to be read without ^  jL     _____a magnifier. You have no choice about these agreed- upon terms if you want to buy the item at all. /:Worse, you probably can’t understand most of this mass of verbiage even if you attempt to read it, because it is written in '“ lawyerese,”  orlegal baf- fiebag. -  ?■ \ ,•  . ':•*.• j 'As for the provisions, often they are written by a I form company and included in a standard form .written with the goal of appealing .to the wishes of the buver of the forms. V .  •.•' •\ (New-York’s law;/as Carey’s own. historically \imple document of approval stated, will not become*Effective until mld-1978.)* =/.

‘ v JX_______U,-— - ............
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•r>v Richard A. Glvcns-
7k is column, tc/tich is contributed 

by memlcrs of the Special Commit­
tee of The Association of the Lur of 
the City of Sew York, is i: regular 
feature of the l.uic Journal. Richard 
A. Givens, a member of tl . .Veit* 
York liar, recently resigned . v the 
regional director in fie tv York of the 
Federal Trade Commission.

The T lt i in  E n ^ lii ih ’ Law

Tl;c 1077 amendment to General 
Obligations Law See. 0-701. popularly 
known as the "plain English" law, 
was sponsored by Assemblyman 
Peter Sullivan as A. 453-s-A, and in­
troduced in the Senate by Senator 
Jo3cph Pisani ( 3 .21012-R) and signed 
by Governor Carey on Aug. 5 as L. 
1977, ell. 717. Assemblyman Harvey 
Strcizlr., Cha'rman of tine Assembly 
Consumer . rolcction Comir.itice, 
and the .str. , of Senate Majority 
Leader Warren Anderson were in­
strumental in tim revision cf the bill. 
F o r  b a c k g ro u n d  see S a t i r e ,  
"Legnloisy Does tt.”  A'. V. Times, 
7/28/77, p. AID; Corra, "Controver­
sial State Hill Mand ties A Curb on 
Legalise In Contract.]," »V. Y. Times, 
f/S/77, p. ST.

Provisions of the Act 
The amendment adds new sub­

divisions b and c to Sec. 5-701 requir­
ing that each written agreement 
entered into after June 1, 1578, for 
residential leases or for sales of 

CanHnucil on page .{, column 1

Continued from page 1, column l
goods or services lo- personal, fami­
ly or household purposes must be;

" 1 . Written in nor.-tecknicn! 
language and in a clear and coherent 
manner using words with common 
and everyday meanings:

"2 . Appropriately divided and 
captioned by its various sections."

A creditor, seller or lessor who 
falls to comply Is made liable to the 
consumer fcr actual damages plus 
J5D; the total class action "penalty" 
(which would appear to refer to the. 
aggregate liability fcr the statutory 
550 damages) is limited to 510,000.

‘ Fall-Safe’ Clauses
The penally Is not enforceable 

where both parlies have fully per­
formed their obligation under the 
contract or against a party who "a t ­
tempts In good faith to comply with 
tills section." The section coos not 
app ly to agreements invo lv ing 
amounts in excess of $50,000.

As an additional sa feguard  
against abuse, a violation cf this 
provision does not render any agree­
ment void or voidable, or constitute a 

, defense to an action to enforce the 
agreement or for breach thereof. 
See. 5-701 (c). The Sullivan proposal 
grew out of concern over com trtc r 
credit contracts couched in t,..,r,tel-
llglblo language, understandable
o n l y  by an attorney versed in the ar­
cane sublcties of creditor remedies, 
or In what Sylvia Porter has called 
(Sylvia Porter ’s Money Hook, 197G) 
“ Bafflegab” . The “ plain English”  
movement In regard to governmen­
tal documents undoubtedly also con­
tributed to similar concern as to 
private documents to be governmen­
tal!}' enforced In the courts.

Many tears of harmful impact on 
legitimate business have been ex­
pressed In regard to the bill. Proper 
construction in light of the objectives 
of Hie bill can avoid or mitigate many 
cf the anticipated problems. Peter 
Sullivan, the sponsor, has also ex­
pressed willingness to meet with 
members of the business community 
to work out clarifying amendments 
which would avoid problems without 
diluting the objectives of the bill.

Common Law Principle 
• The basic principle underlying the 
Sullivan law is the common law 
doctrine that a party car.not be held 
to contract provisions not likely lo 
have been comprehended (and thus 
agreed to) by the party. Cf. Sandler 
V, Commonwealth Station Co., 307 
Mass, -170, 39 NE 2d -L-3 0910); lien- 
utngxen v. Illaomfield Motors. Inc., 
32 K.J. 358. l i l  A. 2d 03 ( 1 ?C9) and 
authorities cited. Compare also 
Jones v. Great So. Up., Gs Mont. 23), 
217 Pnc. 073 (19*2)I Lambert v. 
California, 353 U.S. 225. 2 :- ; ,.v ( ’.937).

The Sullivan statute should tie In- 
tcrprctcd in light of this common law 
p r i n c i p l e .  E x p e r i e n c e  has 
demonstrated that consumer con­
tracts can in fact tic drafted ; o n.i to 
be undcn-tiu.liable to I lie lay public. 
Bee ’Hegel, “ To Lift the Ouse uf 
Lrgnh-se -- simplify, ttluipbf}", 1 1  
Across the Mo.-.til: The IViifnvncc 
Hoard Mitgn/.hu* No. 0, p. t-i (.tune 
UW7I.

New Yoil t JW I'uKt.Mnf Co.

Background Relevant
Also relevant as background to 

the Sullivan Act Is the concept that 
documents drafted by one side arc to 
be most strongly considered against 
that parly. E.g. Reutr.uays, inc. v. 
O'Neill Milk d- Cream Co.. 203 N.Y. 
312, 315, 126 NE 2d 271. 273 (11-55); 
Tag hr v. United States Casualty Co., 
2G9 N.Y. 300. 361, 199 N.L. 232. U3 
(1930); lluy State Smelling Co. v. 
Ferric Indus., Inc., 292 i:’ . 2d 96 ( l i t  
Cir. 1901); Matter of Dads, 1-1 Misc. 
90, 98 223 N.Y. Supp. -182. 4E4 (Surr. 
Ct. 1933); Restatement, Contracts 
See. 230(d) {< Comment (d) (1232); 3 
Corbin, Contracts See. 539, p. 2C2 
(rev. cd. 19C0): Patterson, "The 
Interpretation and Construction cf 
Contracts," 64 Colum. L. Rev. £33, 
854 (1904), This is done in pr.rt 
because of an Imbalance in bargain­
ing power where a "contract of 
adhesion" is a “ take it or leave it 
proposition." See Patterson, "The 
Interpretation and Construction of 
Contracts," G4 Coium. L. Rev. 533. 
855-862 (1964); Ehretuweh;, "Adhe­
sion Contracts in the Conflict of 
Laws,”  Colum. L. Rev. 1072 (1555); 
Kessler, "Contracts of Adhesion — 
Some Thoughts /-.bout Freedom of 
Contract," 43 Colum. L. Rev. C29 
(1913); Llewellyn, "Book Review," 
52 IJnrv. L. Rev. 700 (11*30); cf. 
Siege/man v. Canard White S'ar, 
Ltd.. 221 :-\ 2d 153. 20-1-06 Cd Cir. 125- 
5) (Frank, J. dissenting). Further­
more, the drafting party is responsi­
ble for any ambiguity in the docu­
ment. Jtcntaways, Inc. v. O'Scitl 
Milk Cream Co., 305 N.Y. 342,520 NE 
2d 271 (1955); Lay Stale Smelting Co. 
D. Ferric Indus., Inc., 292 F. 2d 93 (1st 
Cir, 1951) discussed lr, Patterson. 
"The Interpretation and Construc­
tion of Contracts," Cl Coium. L. Rev. 
833, 851 8: n. £3 (JSC-4). " , . . I f  there is 
any doubt as to the meaning of the 
te rm s  em p lo y ed , the (p a r t y  
presenting the language) Is responsi­
ble for it n.s the language Is wholly 
(his) own . . ."  Gillcl v. Lank of 
America, 1C9 N.Y. 5',9, 554, 55 N.H. 
292, 293 (1S99).

Where one parly has counsel and 
the either docs not, special care is 
also exercised by Die courts to 
protect the latter party. See Ryun v. 
John W’annmakcr, Sew York, Inc., 
116  Misc. 91. 150 N.Y. Supn 250 i.Sup. 
CL 1921, a ff ’d, 212 App. Olv. 548. 194 
N.Y. Supp. 977 (21 Oep’ l 1522). a f fd , 
230 N.Y. 515. 139 N.E. 723 ( 1923); If, 
»V Vm: pel's Fstate, 37 N.Y Supp. Oil * 
853, 855 (Surr. Ct. 1942), a f fd ,  26(i



uiguotni to some deg ree . C f ,  
Dickerson, "Statutory Interpreta­
tion: Core Meaning and Marpiml 
l lnccrtn ln ty ," 23 Mo. L. ltcv. 1 
(1934).

Few documents are nbsolulch 
clear In liiclr application to par­
ticular facts not yet in existence 
when the document wan drawn. C(. 
Cuilin, "A Better Theory cf Legal 
Interpretation," In Jurisprudence in 
Action 131-170 (N.Y.C.B.A. 1953); 
Jon.-s, “ S ta tu to ry  Doubts and 
Legislative Intention," 40 Coium. L. 
Rev. 937 (1519). Further, "The same 
words, in different settings, may r.ot 
mean llie same thing." Shelly Oil Co. 
l'. Phillips Petroleum Co., 339 U.S. 
C57, 078 (1930); cf. P..U. Johnson t? 
Co. i'. SEC, 19S F. 2d GOO. 636 (2d 
Cir.) ,' ccrl. denied, 344 U.S. 635 
(1932).

The Sullivan Act (General Oblige- 
lions Law See. 3-701 [ b ] ) is, cf course, 
relevant lo consideration of the com- 
inon law  p r in c ip l e  wh ich  it 
recognizes even where the statute In 
terms does not apply. E.g., Comm'r 
V. LcDuc, 331 U.S. 213, 249 (1953); 
United Stales u. Hutcheson, 312 U.S. 
219, 234. 35 (1941); Electrolux Coro. 
v. Val-Worth, Inc., G NY ?d 530. 5C3, 
1G1 NE 2d 197. 204, 190 N.Y. Supa. 2d 
977. 667 (1953): Schuster v. City of 
Sew York, 5 NY 2d 75, 65-SG, 154 NE 
2d 534, 540, ISO N.Y. Supp. 2d 205, 273- 
74 (195S); Stone, "The Common Law 
In the United States," 50 Harv. L. 
Ilcv. 4, J2-1S (1935); Farnsworth, 
"Implied Warranties of Quality in 
Non-Sales Cases." 57 Coium. L. Rev. 
653, 054 (1937); Comment, 50 Coium.

. L. Rev. <87, 494 (1939); cf. Parker V. 
: Prown, 317 U.S. 341, 357 (1943);
1 Southern Pacific Co. u. Arizona, 323 
, U.S. 701. 773 (1245). Compare (dso 
I Fu ld , J. In Zcndinan v, Harry 
j ' Winston, Inc., 205 N.Y. 160, 169 n. 3, 
• 1 1 1  NE 2d 671 (1903) (persuasiveness 

of UCC prior to adoption r.s reflecting 
modern thinking on commercial 
transactions). There la also an 
overlap between Sec. 5-701 (b). and 
the concept of unconsclonnbility 
(which, unlike See. 5-701 (b) may be a 
defense).

Uniform Commercial Code Sec. 2- 
302. On See. 2-302 generally see 
American Home Improvement. Inc. 
V. Maclvcr, 201 A. 2d 886 (N.H. 1051), 
76 Harv. L. Rev. 805 (1905). The of­
ficial comment to this section states 
that " ,  . . the principle Is one of the 
prevention of oppression and unfair 
surprise . . . "  Cf. Patterson, "The 
Interpretation and Construction of 
Contracts," Cl Colum, L. ’.lev. 633, 
£54 L n. E3 (19i 1) and cases cited. 
Compare also Williams v. Walker- 
Thomas Flint. Co., 330 F. 2d 445 (D.C. 
Cir. 1905).

 ________________——»■ ■» r . T ir f—n ro  n u t
create large unforeseen liabilities or 
losses lo legitimate business. Jt 
should be noted that the "good fnlth" 
defense applies only to • penalties" 
(I.e. $50 statutory damages In any 
class action based thereon) and not 
lo "actual damages sustained . .
In order to show good faith, proof 
that a party h.ul Instructed Its at­
torneys »o simplify its documents and 
that changes were made where 
needed, or that an outside firm 
specializing in simplification of docu­
ments would be relevant. Cf. Siegel, 
supra. Dr. Ruciolf Fiesch has also 
developed a scale for establishing the 
readability of documents.

The burden of going forward with 
evidence of good faith would, of 
course, be on the party asserting the 
defense as the one having relevant In­
formation. Compare Interstate Cir­
cuit, Inc. v. United States. £95 U.S. 
20S, 225-26 (1939); United States v. 
Costello. 275 F. 2d 335. 35S (2d Cir. 
19G0). aiI'd. £65 U.S. 265 (1951); 3 
Wigmore. Evidence Sec. 1042 at p. 
733 (3d cd. 1940). See also Caminctli 
V. United States, 242 U.S. 470, 495 
(1917); United States v. Sahadi, 232 
F. 2d 565. 5ES (2d Cir. 1951); Dyson v. 
United States. 253 F. 2d 633, G37 (9th 
Cir. 1S50); United States l\ Walker 
Co., 152 F . 2d G12 , 613-14 (3d Cir. 
1945); Haggerty v. United States, 5 F. 
2d 224. 225 (7th Cir. 1925).

Statute Not Exclusive 
The statute In not making a viola­

tion a defense to an action to enforce 
or for breach of an agreement, does 
not, of course, affect the fact that 
violation of the underlying common 
law principle might constitute such a 
defense.

Where a statute creates a remedy, 
in addition to a common law remedy, 
for the protection of a right, but con­
tains no language barring the com­
mon law remedy, it is r.ol construed 
to have removed the common law 
remedy. See Odom i\ Last Avenue 
Corp., ITS Misc. 363, 34 NYS 2d 312, 
317 (Sup. Ct. 1942): nff’d, 264 Apt). 
Div. 965. 37 NYS 2d 491 (4th Dept. 
1942); Prciestrr v. J. and J. Ropers 
Co., 1G9 N .Y, 73, SO. G2 N.E. 1 G1 
(1901). In Schuster v. City of Hew 
York the court staled:

"The existence of section ISIS of 
the Penal Law does r.ct defeat plain­
ti f fs  common law cause of action. On 
the contrary, it reflects a public 
policy that municipalities shall res­
pond In damages lo private citizens 
or their estates who have been In­
jured and killed as a result of aiding 
In law enforcement. This statute con­
tains no language barring plaintiffs 
common law remedy. The rule Is that 

, ‘ ( a )  statute in the nffirmiilivu*. 
without any negative expressed or

 _---- — — — - - .i—i - * i ii.. a.u an lul-1
dl'.ional remedy, for the t-nfut bemmt 
of a right . . .* (McKinney's Cons. 
Laws of N.Y.. Book 1 , Statutes, See. 
34).

" In  other wordn, where a remedy 
existed at common law for Die wrong 
o r  injury against which n remedial 
statute is directed, if such statute 
provides a more enlarged or it sum­
mary or more efficient remedy for 
the party aggrieved, but docs not ir. 
terms or by necessary implication 
deprive him of the remedy which ex­
isted at common law. the statutory 
remedy is considered as merely 
cumulative, and the party injured 
may resort t o o th e r  at his election."

5 NY 2d 70.169 NYS ?d 255. 273.154 
NE 2d 534 (195S). See also Sorton t>. 
the Stale of .Yeto York, 53 Misc. 2d 
495. 279 NYS 2d 309, 313 (Ct. of 
Claims, 1267); Taylor v. Mayor, etc., 
of City of Few York, 62 N.Y. 1 1  
(1SS0); Sclb/mnn v. Fricdtandvr, 199 
N.Y. 373, 92 N.E. 1047 (1910); Lobcll 
V. Galpin, 225 App, Div. C-5. 229 N.Y.S. 
70. 79 t it!) Dept. 1930); Round. "Com­
mon Law and Legislation". 21 Harv. 
L. Rev. 333, 3S5-397 (19C-S); Stent*. 
"The Common Law in the United 
States," 50 Harv. L. Rev. 4,13 (1930).

Counterclaim Provision
Furthermore, a claim for actual 

damages because one was subjected 
lo adverse consequences by a con­
tract that they did not comply with. 
See. 5-701 (b) enn be asserted as a 
counterclaim in an action to enforce 
the contract or for its breach. This 
would not contravene the purpose of 
See. 5-701 (c), which was to avoid the 
disproportionate result of cancelling 
an entire debt because certain provi­
sions in the agreement tverc not writ­
ten in plain English.

Bcrslslcr.t, deliberate and blatant 
violation of See. 5-701 (h) might also 
constitute illegality Justifying injunc­
tive relief at the suit of the Attorney 
General under Executive Law See. 
03(12), end subject to contempt 
penalties as set forth in Judiciary 
Law Sec. 751(4), added by L. 1375, eh. 
4 50. Compare Slate v. ITM, 52 Misc. 
2d 39, 275 NYS 2d 303 (19CG); People 
V. MacDonald, G9 Misc. 2d 455, 330 
NYS 2d 85 (1972).

One of the arguments raised In op­
position to the Sullivan law was that 
c e r ta in  p ro v is ion s  cannot be 
translated into ordinary English. 
Although noil-understandable provi­
sions can no longer be properly 
utilized in consumer contracts after 
June 1, 197S, a similar result can 
neverthe less be obtained by a 
creditor by substitute provisions, 
sue!: as giving a consumes" a pro i utn 
refund, lesn a specific cancellation 
fee or cancellation percentage (com­
pare General Business Law See. <12- 
a as amended by L. 1977 ch. 345).



Kinking up unhappy contingencies 
mi ni t?< v.bout l! ’ c c : . : i fu l  legal 
overlng f*C lilinsclf nga'i..! each of 
hem, l.n ban embarked upon a 
oursc which ends on! with the in- 
orporation of a fifteen ,v! me cn- 
•yclopedla of law and procedure, or 
lac with plain exhr.;::.t:on." Llwcl- 
yn, "Meet Negotiable lm-trumcnts," 
S Colum. L. Kev. 299. 312 119141.
In many car.es. the courts or 

(Mutes can or wit! supply answers to 
nntingcncies which cannot prac- 
(c.ably be covered In contract 
mgitagc suitable for comprehension 
y the general public. Thus, a bank 
licck docs not contain a description 
I all legal consequences which apply 
o various situations contemplated 
»y the Negotiable Instruments Law 
>r the Uniform Commercial Code, 
nstend, use of certain language 
Ltilomalicaliy triggers legal provi- 
ions deemed by the courts or the 
legislature to be fair to ali parties. 
Compare t!:e triggering of various 
onscquencc.s by the use of the term 
'full'' or "limited’ * warrrn'.y under 
he Magr.unon-Moss Warranty Act, 
•ublic Law 93-637 (1375), £5 St&t. 
1S7, Section 101. 15 U.S.C. Sec. 2304. 
Y. New York Slate Bar Association, 
Hanking, Corporation and Business 
Law Section, Address from Fall 
Meeting, Oct. 9-12, 1975, Saratoga 
Springs, p. 11-14.

The section should not be con- 
idered lo obliterate the common law 
principle out of which it grew, nor to 
imit that principle or its enforce- 
ncnt; It should be regarded as a sup- 
domcnlal remedy for certain types 
>f disregard of that principle. The 
liief reason for the need for such a 
aw, of course, Is the absence of 
movable damages for many in­
lances where non-undcrrtcitdaUlc 
ontracds arc used. Section 5-701 (b) 

-.cts tip mechanisms for individual or 
lass actions with a penalty of up to 
50 per consumer and up to 110.030 in 

total .as a mechanism for enforce­
ment, subject to the "fail safe" prin­
ciples discussed above. These "fail 
r-afc" provisions provide that no 
s t a t u t o ry  m in im um  d am age s  
("penalty") will be Imposed except 
where good faith Is lacking, and that 
a technical violation of See. 5-701 (o) 
will not make an entire debt or eon- 
raci unenforceable.

Of course, If the language of the 
’contract" war, so obtuse that It was 
icvcr agreed to In the true sense In 
lie first place this, as distinct from 
ncrcly violating the statute as writ- 
cn would be n defense. Cf. Situdlcr V. 
'.‘o in in on WC it I t/i Station Co., 207 
-lass. 470. 30 NE 2d 3SO ( J9‘.U|; Join s

Great No. Hi/., OS Mont. 231. 217 
:'«c. 073 (1032 ) ; compnrc a lso

oiciereo consumer ii aiiiactions; r.tl'Cli 
rs puiely financial contracts subject 
lo separate regulatory schemes like 
securities brokerage agreements or 
Insurance contracts. See N.Y. In­
surance Law. Art. VII. See. 140-1C0- 
b; Genera! Business Law Art. 23, 23- 
A. 23-M. 22-C, Sec. 350-259-W; 15 
U.S.C. ch. 2A. 2». 2b-l. 2D. See. 77a- 
“ Sana, i:0a-l. While the separate 
regulation of these types of agree­
ments obviously v.ouid net in and of 
itself negative the applicability of the 
Sullivan law. it should do do when 
combined with the trad it iona l 
separateness of these areas from 
what are normally considered con­
sum e r  t ra n s a c t io n s .  Compare  
generally Silver r. Few York Stock 
Exchange, 373 U.S. 341 (1953); Note. 
58 Colum. L. Rev. C73 (1?5S). Cn the 
other hand, consumer-type loans 
such as small loans or loar.s to buy 
consumer goods arc obvious ly 
covered. As to the latter, compare 
Federal Trade Commission Trade 
Regulation Rule, Preservation of 
Buyer's Claims and Defenses, 1 G
C.F.P.. Part 433, Federal Register 
May 14, 1976.

T h e  law  p r o l l i b i t s  use o f 
"technical" language in consumer 
contracts; the intention is obviously 
to prohibit technical language of a 
typ e  u n d e r s ta n d a b le  on iv  to. 
specialists. If language is technical 
and has the same ordinary meaning 
an ils technical meaning, the law 
would obviously not prohibit Its use. 
This is evident from the other terms 
with which the te rn  "non-techr.ical" 
is grouped. Sre Third National Hank > 
v. Iinpac Limited, Inc., 97 S. Ct. 2397, 
23I-: tG.'17/77) citing United States v. 
Fcola, 420 U.S. G7J, 705 (Stewart, J. 
dissenting).

Mandated Language Permissible
S im i l a r l y  w he re  techn ic  a 1 

language is specifically mandated by 
.state or Federal law, its use is ob­
viously permissible because use of 
terms required by any other ap­
plicable binding state cr Federal lr.w 
or regulation would be a good defense 
to a charge of violation of the Sul­
livan law. In the case cf a stale re­
quirement this would be because of 
the general principle that the more 
specific provision overrides the more 
general absent a contrary expression 
of intention. Compare Silver r. .Wie 
York Stock Exchange, supra; Note, 
GS Colum. L. Rev. C73 (195S). In the 
ease of a Federal requirement, this 
wou ld be so by v ir tue  of the 
Supremacy Clause of ll:c Federal 
Constitution. Specifically, in the ease 
of the Truth In 1.ending Act and 
Regulation Z Issued bv the Federal 
Reserve Board, the purpose of the 
provisions involved Is disclosure lo 
the consumer — the objective which 
underlies the Sullivan law.Consequently, compliance with 
disclosure requirements mandated 
by Truth In Lending or similar 
Federal laws Is In accordance with 
the purpose of the Sullivan law and 
would nut produce n violation of it, 
even apart from the Supremacy 
Clause. Of course, the purpose of the 
Sullivan law Is not to regulate the dis­
closures required by the Truth In 
Lending Act, but other applicable 

—provision* In consumer contracts.
,.|i (he subjects dlsrussrd tu
l'c i ell-<t the ucllvHI'"' "f 
l| C'ailH lilts (>-«' Oil (’•lll-.MIIier 
II.,- viru-i  ...   are

" flfeo” 'It has been feared that the Sul­
livan law would cause chaos by ap­
plying to all sorts of .situations where 
its objectives are not relevant. See 
Tyler, Letter to the Editor, “ Sullivan 
B il l : A Sledgehammer Blow for 
Clarity," N.Y. Times. S/5/77 p. A20. 
This will not be the ease if the law in 
interpreted in accordance with its ob­
jectives, as it should be. The courts 
do not normally interpret statutes to 
reach absurd results contrary to the 
purpose of the legislation, nor should 
they here. The original version of the 
bill, A. -152S-A (2/23/77) covered only 
contracts subject to the disclosure 
provisions of the Truth in Lending 
Act (15 U.S.C. Section H’Cl); the 
amended version dropped that provi­
sion to avoid problems raised by in­
corporating by reference specific 
statutes subject to amendment by 
other legislative bodies, a matter 
raising state constitutional as well as 
practical problems.

The intent of the change was not to 
broaden coverage but lo avoid such 
problems. The purpose cf the bill was 
to avoid consumer entry into obliga­
tions not understood. Consequently 
where there is no future obligation 
placed o:t the consumer, the law 
should not apply. This is confirmed 
by the express provision barring 
recovery of statutory damages 
where the contract i3 fully performed 
by botli sides (General Obligations 
Law Sec. 5-701 (b). final unnumbered 
paragraph, a3 added).

Standard Forms
Similarly, the Intent of the law Is 

to apply to standard-form printed or 
reproduced contracts, nc-t individual­
ly negotiated handwritten or similar 
agreements. Only the former nor­
mally contain sections to be cap­
tioned, as referred lo by See. 5- 
701(b)(2) as added.

Likewise, warranty disclosure 
governed by Title I of the Magmtson- 
Moss Warranty — Federal Trade 
Commission Improvement!! Act, ILL. 
9.1-G37 (1975 ) and rcg ii ln l ionu  
thereunder would not seem to be a f­
fected or covered by Section 5-701 ib).

To the extent lliut the Sullivan law

Is successful iii Improving the 
readability of consumer contracts, it 
wilt benefit both legitimate business 
and consumers, because businesses 
will be subjected to public irritation 
by the problem which the Sullivan 
law will help lo eliminate. It will be 
up to the Bar and the business com­
munity to sec that there forward- 
looking reforms are successful, and 
that any necessary clarifying amend­
ments arc agreed upon.

'Die approach of seeking an ac­
commodation under which both con­
sumers and business can benefit 
from n synthesis of interests can be 
discerned in oilier recent legislative 
action, such as the additional notice 
requirement In debt collection suits 
added by L. 1977, ch. 344. amending 
CPLR 30.3, effective Jan. 1 , 1078. dis­
cussed in the July 2.8 Consumer 
Column in the Law Journal. This 
reform was supported by the collec­
tion Bar ns well as consumer groups 
and law enforcement agencies. 'Die 
name has been true of other major 
re fo rm s such ns the new slate 
criminal anlifraiul statute, i ’ eual 
Law 190.Ik) nddnl In ItiVii nod Hie



The H o n o r a b l e  H u g h  M a l o n e  
Sp eaker o f  the H o u s e  
A l a s k a  State L e g i s l a t u r e  
Juneau, A l a s k a  99011

D e a r  Mr. Speaker:

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18 of the A l a s k a  
Constitution, an d in acco rd a n c e  w i t h  AS 2 4 . 3 0 . 0 6 0 ( b )  and 
the U n i f o r m  R u l e s  o f  the  A l a s k a  State Legislature, I am 
t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the u se o f  p l a i n  lan guage 
in r e s i d e n t i a l  l eases and c o n s u m e r  agreements. F o r  too 
l o n g  p e o p l e  h a v e  b e e n  u n n e c e s s a r i l y  s u b j e c t e d  to 
t echnical j a r g o n  a n d  c o n v o l u t e d  s e n t e n c e s  o f t e n  m a k i n g  
the d o c u ments v i r t u a l l y  incomprehensible.

This bill w o u l d  r e q u i r e  the use o f  c l e a r l y  written, n o n­
technical l a n g u a g e  and a cle ar s e q u e n c e  and l a b e l i n g  of 
the se ctions o f  t h o s e  leases and agreements. T h e  bill 
w o u l d  n o t  a p p l y  to leases and a g r e e m e n t s  i n v o l v i n g  
amounts in excess o f  $50,000.

The bill does n o t  c o n f l i c t  with e x i s t i n g  s u b s t a n t i v e  lav?. 
It add.resses f o r m  only, and its p u r p o s e  is to r e n d e r  
c o n s u m e r  a g r e e m e n t s  m o r e  e a si ly unders t a n d a b l e .  This 
bill is b a s e d  on ch. 747 of the Laws of N e w  Y o r k  1977. As 
in t he N e w  Y o r k  law, t h e  e n f o r c e m e n t  m e c h a n i s m  is w r i t t e n  
to avoid d i s r u p t i o n  o f  comm erce b u t  to p r o v i d e  double 
damages plus $50 w h e n  a p a r t y  to s u c h  an a g r e e m e n t  is in 
fact i n j u r e d  and the a g r e e m e n t  w a s  w r i t t e n  in v i o l a t i o n  
of the se r e q u irem ents.

T h e  e f f e c t i v e  d a t e  o f  this bill is J a n u a r y  1, 1979 so 
th a t  p e r s o n s  a f f e c t e d  b y  these new r e q u i r e m e n t s  will  have 
time to r e v i s e  t h e i r  leases and agreements.

Sincerely,

J a y  S . H a m m o n d  
G o v e r n o r
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Introduced: 1/10/78
Referred: Judiciary

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 592 

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled; "An Act relating to the use of plain language in

contracts and leases; and providing for an effective 

date."

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

* Section 1. AS 45.45 is amended by adding a new section to read:

ARTICLE 6. CONSUMER AGREEMENTS.

Sec. 45.45.250. FORM. (a) Subject to (b) of this section, 

every written agreement entered into after January 1, 1979 for the 

lease of space to be occupied for residential purposes, and every 

written agreement to which a consumer is a party and the money, pro­

perty, or service which is the subject of the transaction is primarily 

for personal, family, or household purposes, must be:

(1) written in non-technical language and in a clear and 

coherent manner using words with common and everyday meanings;

(2) appropriately divided and captioned by its various

sections.
I

(b) This section does not apply to agreements involving amounts 

in excess of » O . O O O . ^ ^ T “̂   ̂ T
■KT (7'C'eVÔ /

(c) A creditor, sell6r, or lessor who fails to comply with (a) 

of this section is liable to a consumer who is a party to a written 

agreement governed by (a) in on amount equal to the sum of any actual 

damages sustained plus $50. The total class action penalty against 

any such creditor, seller, or lessor may not exceed $10,000. These 

penalties may be enforced only in a court of competent jurisdiction,

-1- HB 592
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1 but not after both parties to the agreement have fully performed their

2 obligation under the agreement, nor against any creditor, seller, or

3 lessor who attempts in good faith to comply with this section.

4 (d) A violation of (a) of this section does not render an

agreement void or voidable nor does it constitute:

6 (1) a defense to any action or proceeding to enforce the

7 agreement; or

8 (2) a defense to any action or proceeding for breach of the

agreement.

5

* Sec. 2. This Act takes effect on January 1, 1979. ( I \( S~\>
( 5 ^ )  —

M - / ' ^
^  T f a d a h  /

\ j ij t  c h ^ J L t t  ± 4 ?

HB 592
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"TT READ A CONTRACT BEFORE YOU SIGN IT. No bit of advice is more 
basic than that—and, often, no advice is more futile. For the standard 
language of contracts is not standard English. It’s frequently a legal 
gobbleilygook handed down from one generation of lawyers to the next. 
Puzzling or confusing jargon leaves consumers unsure about their rights 
and obligations under a contract.

But help is on the way.
In New York last year, a bill passed by the Legislature requires residential 

leases and certain consumer contracts to be written in words of common and 
everyday meaning. Other states appear to be in no hurry to follow New York, 
and there's a move afoot in New York to delay or repeal the law. (Or, as a 
New York Times headline-writer put it, tongue firmly in cheek: “ Plain- 
Language Law Facing Amendatory Rclegislative Proceeding.")

But even without state laws, the lot of the contract-signer ha3 been 
improving. Years ago Herbert Denenberg, then Pennsylvania's Commissioner 
of Insurance, pioneered in requiring understandable insurance forms. Now 
Citibank, one of the largest banks in the country, has begun to replace legal 
jargon with plain English in its consumer loan agreements.

Other organizations are returning to the mother tongue. The Blue 
Cross Association has announced that South Carolina Rlue Cross and Blue 
Shi Jd has rewritten all 33 of its standard nongroup policies and group 
booklets into nontechnical language; that Virginia "blue" plans have 
rewritten some policies in plain English; and that other plans are reviewing 
their contracts for possible rewriting. The National Bank of Washington,
D.C., has put out a consumer loan form in everyday English—and even 
pretested it for comprehension. Chemical Bank in New York has rewritten 
its Master Charge Card agreement in simple English.

'flic Insurance Service: Organization, an industry group with about 1G00 
affiliated companies, has developed a plain-F.nglish homeowners policy for 
insurance companies. These arc now available in several states. So is a 
simplified nulo-insurancc form.

Other insurance companies are making similar changes in their forms.
The Federal Government is helping, too. President Carter has issued an 

order requiring that executive department regulations be written simply and 
clearly. The Employee Retirement Income Security Act (ERISA) requires 
that covered plans he described "in a manner calculated to be understood 
by the average plan participant." The Magnuson-Moss Warranty Act 
requires that consumer warranties be written in “ simple and readily 
understood language."

Consumers surely have a right to understand what they're asked to 
sign, But don’t confuse an understandable contract with a /(dr contract. 
While it’s fine to understand the terms of leases, insurance policies, and 
loan agreements, it would he better still if consumers had an opportunity to 
negotiate tho>e terms as well. If simplified contract language helps consum­
ers see henv one-sided some form contracts are, they can press for changes 
in meaning as well as In language.

—Rhodu H. ICarpatkin. Executive Director

DOES A FRUIT-RIPENING BOWL 
REALLY DO IT BETTSa?

Most fruit is picked before it is ripe, so 
it will survive the rigors o f shipment. 
Much of it is still unripe when you get 
it borne. What’s the best way to ripen 
the fruit? One way is to simply put it in 
an open bowl. Another way is to store 
it in a perforated plastic bag (you can 
punch the holts with a fork).

Still another way is to keep the fruit 
in one of the clear plastic fruit-ripening 
bowls that recently came on the mar­
ket. These vented, pear-shaped affairs 
(see photo) aresupposcd to ripen fruit 
quickly yet preserve its juiciness and 
flavor. Do they do the trick better than 
the plastic bag or the ordinary howt?

To find out, we bought samples of 
two fruit-ripening bowls—the Califor­
nia Summer Fruits Ripening Bowl 
(California Tree Fruit Agreement, Sac­
ramento), whkh sells in supermarkets 
for about $5, ami the RipenRight Fruit 
Bowl (Blue Anchor Inc., Sacramento), 
which, at the time CU  purchased 
samples, was available by mail for $ 10 . 
Despite the sizable price difference, the 
two bowts are almost identical.

The fruit-ripening bowl* nre sup­
posed to provide a special environment 
a aid the ripening. After fruit is picked, 

it continues to "breathe,”  taking in 
oxygen and giving off carbon dioxide, 
water vapor, and ethylene gas. The 
fruit-ripening bowls retain some of the 
water vapor and ethylene gas the fmit 
needs to ripen, and allow some of the 
carbon dioxide to escape through their 
vents. (A perforated plastic bag provides 
a similar scmicfoscd environment.)

We tested the new bowls against an 
open bowl and against perforated plas­
tic bags, using a variety o f unripe fruits. 
All the tests were conducted at room
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(Alaska jiia te  ^ g ts la ta r sHouse of Representatives
Committee on judiciary Pouch v

State Capitol
Official Business '^p rx 'l

TO: Rep. Terry Gardiner, chairman

FROM: Bob Speed, A.A.

RE: "Son of Sam" statute, CS SB 488
An act requiring money received by criminals as a result of 
the commission of a crime to be available to victims of that 
crime

Sen. Ziegler b r i e f e d  me on CSSB 488, which p assed the Senate 
this dato by a vote of 18-0. It is patterned after New Y ork's  
"Son of Sam" statute.

The bill is intended to keep perpetrators of crimes from profiting 
financially by selling accounts of their lives or their criminal 
activities to news media, movies or for other uses.

Proceeds and royalties from publication rights or other money 
accruing to the perpetrator  from similar sources w o u l d  go to the 
Violent Crimes C o m pens ation Board for deposit in an escrow 
account. The board w ould m a k e  as much money av ailable to the 
defendant as needed for legal expenses, including appeals. Any 
remaining money would go to the victim of the crime' or the victim's 
f a m i l y .

The CS transfers the Violent Crimes Compensation B oard fr^m the 
Department of Health and Social Services to the D epa rtment of 
Public Safety. Sen. Ziegler said this was done b e c a u s e  the board 
did not have access to confidential DPS files and information, 
to which they will have access as an arm of P u b l i c  Safety. 
Commissioners Beirne and Burton have endorsed this transfer.

The CS also deletes a section of the original bill which w o u l d  
have required p ublication in newspapers of general c irculat ion that 
money from this source is available to victims of violent crimes. 
Sen. Ziegler said it was felt that this req uirement is not needed 
in Alaska because the state is not burdened with the large 
population which w o u l d  be affected in New Y. rk or other states.
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(907) 274-2525

A n c h o r a g e
GEORGE M. SULLIVAN. 
MAYOR

MUNICIPAL HEALTH COMMISSION
April 28, 1978

Joseph McKinr.on, Chairman 

House Commerce Committee 

Pouch V

Juneau, Alaska 99811 

Dear Mr. McKinnon:

The Municipal Health Commission has reviewed and made a recommendation on HB 594 

that is presently in your committee.

The Municipal Health Commission is a 33 member, community based group of 

concerned citizens. The Commissic ~ ?ews community health issues, grants, 

problems, and legislation and makes . .mmendations to the Municipal, State 

and Federal governments and legislative bodies, the general public, and 

the Regional Health Systems Agency. The Commission membership must meet 

rigid legal requirements that assure broad demographic and occupational 

representation as well as a consumer majority.

Attached is the review and recommendation on HB 594 as approved by the Municipal 

Health Commission on April 26, 1978. We hope that your committee will 

consider our review and recommendation before making a decision on this 

bill.

Thank you very much.

Sincerely,

Charles Rigden, Chairman 

Municipal Health Commission

Attachment



LEGISLATIVE REVIEW & RECOMMENDATIONS 

OF THE MUNICIPAL HEALTH COMMISSION I

1. BILL NUMBER AND TOPIC: House Bill 594 - No Fault Motor Vehicle Insurance.

2. WHAT IS THE CURRENT STATUS OF THE BILL? Presently in House Commerce with

an additional referral to House Judiciary.

WHAT IS THE TIME FRAME FOR INFLUENCING THE BILL'S OUTCOME BY THIS COMMITTEE 

OR COMMISSION? This legislative session.

3. WHAT DOES THE BILL DO? Provides for personal protection insurance benefits 

without regard to fault in a motor vehicle accident and requires personal

protection coverage for those operating a motor vehicle in Alaska.

4. WHO DOES IT AFFECT? People operating a motor vehicle in the State of Alaska.

5. HOW MUCH DOES IT COST? Unknown.

6 . IS IT DIRECTED TO A SPECIFIC GEOGRAPHIC AREA? No.

7. IT IS DIRECTED TO A SPECIFIC GROUP? Yes.

WHO? People operating a motor vehicle in the State of Alaska.

8 . WHAT ARE ITS STRENGTHS? 1) Reduces court hearing costs by reduction in 

number of litigations, 2) M ay reduce cost of motor vehicle insurance,

3) Is a more efficient way of dealing with insurance.

9. WHAT ARE ITS DRAWBACKS, WEAKNESSES? Enforcement - need monitoring devices

to assure compliance with the required personal protection insurance coverage 

i.e. require proof of insurance when registering a motor vehicle and police

checking insurance status when other violation citations are written.

10. IS THE IDEA NEW? No.

ARE THERE PRECEDENTS? No.

11. HOW WOULD THIS BILL AFFECT THE ANCHORAGE HEALTH SERVICES PLAN? Would

strengthen the plan by resulting in fewer people receiving medical care from

public funds due to injuries incurred in a motor vehicle accident.

12. WHAT IS THE COMMITTEE'S RECOMMENDATION? That HB 594 become law with the

condjtion that t he Motor Vehicle D ivision deve lop mechanisms for enforce- 

ment o r  the requi red p ersonal p ro tection insurance coverage.
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JONCAJ. ALASKA 93901 P̂iONE 907 5A6-1990
March 14, 1978

Honorable Terry Gardiner 

House o f  Representive 

Pouch V.

Juneau, Alaska 99811 

Dear Representive Gardiner:

Last week I became aware of the Committee Substitute for House Bill 615 that 

proposes the arrangement of an "insurance pool" in order to reduce the cost of 

property insurance for communities in Alaska. This sounds like it could have a 

very significant impact in Southeastern Alaska, especially in the smaller communities

The quality of fire protection and the high rate of fire insurance have been 

perennial concerns among our Board of Directors. SEACAP has passed numerous re­

solutions dealing with fire fighting training, organizing Volunteer Fire Depart­

ments and the need for specialized equipment. Local municipalities have been using 

their revenue sharing funds to upgrade their fire fighting abilities. Tlingit and 

Haida Central Council assists villages in submitting Community Block Grants for 

major fire fighting Structu»Es. These measures not only raise the degree of fire 

safety present in the rural areas but will tend to lower the fire insurance rates.

The problem with CSHB 615 is that its "area of operation" is essentially 

areas "west of the 141st meridian." This summarily excludes all of Southeast 

Alaska! < ^ L  - s'ocoV c j i ^

^ QaJL o\) CoJoJ$oX*\iwfT
During the last two days SEACAP has tried to reach our Board Members r e p r e - * 

senting 19 communities in this Region. The Mayors of Klawock, Kake, Craig, llyda- 

burg, and Hoonah - all reconfirmed that fire insurance there is difficult to get. 

Petersburg and Klukwan also reported high rates.

I recall that Yakutat had a hard time trying to renovate the fire-damaged 

AN3 Hall because no insurance benefits were available - the Hall was not insured.

In checking with Tlingit and Haida Central Council's Division of Economic 

and Social Development, they confirmed the lack of adequate fire protection and 

high cost of insurance in Southeastern communities. They added that according 

to their latest OEDP Reports that Kasaan has no fire protection or insurance and 

Angoon like many of the other communities, has the costliest rating (10) on i n­

surance scales.



In summary, let me say that providing for sufficient Fire protection in S o u t h­

eastern Alaska is something that the local governments are continually striving 

for and as fire departments are upgraded, hopefully rates of insurance will d e­

crease. At present, that is not the case and therefore any Legislative Act d e­

signed to equitably apportion the net loss of operating an insurance pool to r e­

duce the cost of fire insurance receives our whole-hearted endorsement as long 

as it realistically covers all regions of the State.

With this in mind, SEACAP strongly urges that an Amendment be made to CSHB 

615, Section 21.61.025, which would delete the exclusionary clause and provide 

for the specific inclusion of Southeastern Alaska.

Sincerely.,

James Axel Wilson 

Acting Executive Director
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*
T h i s  r e p o r t  examines  th e  app a r en t  n o n - a v a i l a b i l i t y  o f  r u r a l  
d w e l l i n g  i n s u r a n c e  i n  th e  no rma l  m a r k e t .  From c o n v e r s a t i o n  
w i t h  t h e  D i r e c t o r  o f  I n s u r a n c e ,  company r e p r e s e n t a t i v e s ,  and 
a g e n t s  and b r o k e r s ,  i t  has been d e t e rm i n e d  t h a t  t h e  m a j o r i t y  o f  
r u r a l  d w e l l i n g  i n s u r a n c e  i s  w r i t t e n  by s u r p l u s  l i n e  compan ie s .  
These s u r p l u s  l i n e  compan ies  a r e  u n r e g u l a t e d ,  and p r i m a r i l y  
p r o v i d e  i n s u r a n c e  to h i g^ r i s k  e xpo s u r e s  who c anno t  be p l a c e d  
w i t h  a l i c e n s e d  i n s u r e r .  The s u r p l u s  l i n e  c a r r i e r s  r o u t i n e l y  
s u r c h a r g e  r u r a l  d w e l l i n g  p o l i c i e s  175% to  300% o f  s t a n d a r d  
b u r e a u  r a t e s . 1 E v i d e n c e  i n d i c a t e s  t h a t  th e  m a j o r i t y  o f  t h e s e  
a r e  s u r c h a r g e d  a t  300% and t h a t  t h i s  i s  e x c e s s i v e .

The s t a n d a r d  compan ies  ma jo r  c om p l a i n t  a g a i n s t  w r i t i n g  bu sh  
d w e l l i n g  i n s u r a n c e  i s  t h a t  t he  r a t e  i s  i n a d e q u a t e  due to :

1) High Rep l acemen t  Co s t s
2) High Cos t  o f  A d j u s t i n g  C l a im s
3) Lack o f  Un i fo rm B u i l d i n g  Codes
4) Lack o f  Adequa te  F i r e  P r o t e c t i o n

These c o m p l a i n t s  a r e  l e g i t i m a t e  to the  e x t e n t  t h a t  th e  c o s t  o f  
i n s u r i n g  r u r a l  d w e l l i n g s  may be h i g h e r  th an  the  c o s t  o f  i n ­
s u r i n g  u r b an  d w e l l i n g s .  However ,  t h e r e  a r e  i n d i c a t i o n s  t h a t

I. S U M M A R Y  O F  T H E  P R O B L E M



t h e  o v e r a l l  r a t e  l e v e l  o f  s t a n d a r d  compan ies  i s  e x c e s s i v e  and 
t h a t  t h e  s u r c h a r g e  l e v i e d  by t h e  s u r p l u s  l i n e  c a r r i e r s  i s  a l s o  
e x c e s s i v e .

T a b l e  1 shows t h e  t o t a l  premium vo l ume f o r  a d m i t t e d  and s u r p l u s  
c a r r i e r s  o p e r a t i n g  w i t h i n  A l a s k a .  The d a t a  i n d i c a t e s  t h a t  o v e r  
t h e  p a s t  f i v e  y e a r s  t h e  s u r p l u s  l i n e  compan ies  have been w r i t i n g  
an i n c r e a s i n g  s h a r e  o f  t h e  A l a s k a  f i r e  i n s u r a n c e  m a r k e t .  Be­
tween 1972 and 1976 t h e r e  has been a 450% i n c r e a s e  i n  th e  
volume w r i t t e n  by t h e  s u r p l u s  l i n e  c a r r i e r s .  I n  f a c t ,  by 1976 
the  s u r p l u s  c a r r i e r s  e n j o y e d  n e a r l y  o n e - t h i r d  o f  t h e  t o t a l  f i r e  
i n s u r a n c e  m a r k e t .  T h i s  i n c r e a s e  i n d i c a t e s  a t i g h t e n i n g  o f  th e  
mark e t  and th e  i n c r e a s i n g  n o n - a v a i l a b i l i t y  o f  f i r e  i n s u r a n c e  
from a d m i t t e d  c a r r i e r s .

TABLE l . 2
A l a s k a  F i r e  I n s u r a n c e  W r i t t e n  Premiums 

T o t a l  (Adm i t t e d  5 S u r p l u s )  S u r p l u s  S u r p l u s  as % o f  T o t a l
1972 $ 8,817,563 $ 976,882 11.1
1973 8,521,343 648,959 7.6
1974 9,523,474 965,537 10.1
1975 10,639,320 2,865,449 26.9
1976 13,796,608 4,522,476 32.8
T o t a l s $51,298,508 $9,979,306 19. 5
I n s u r a n c e Repor t  1972-76, 1/21/77, R. R a i n e r y .

T a b l e  2 summar i z e s  d w e l l i n g  f i r e  i n s u r a n c e  premiums f o r  com­
p a n i e s  r e p o r t i n g  to  th e  I n s u r a n c e  S e r v i c e s  O f f i c e  ( I . S . O . ) .  
The I . S .O .  i s  t h e  main s t a t i s t i c a l  r a t i n g  b u r e a u  f o r  p r o p e r t y



and c a s u a l t y  l i n e s  i n  A l a s k a .  T a b l e  2 r e p r e s e n t s  o v e r  90% o f  
t h e  t o t a l  mar ke t  as mos t  compan ies  s u b s c r i b e  t o  I . S . O .  f i r e  
r a t e s .  Fo r  t h e  f i v e  y e a r s  shown,  d w e l l i n g  f i r e  i n s u r a n c e  has 
been v e r y  p r o f i t a b l e .  The b a l a n c e  p o i n t  l o s s  r a t i o  f o r  f i r e  
i n s u r a n c e  i s  56%.  ̂ T h i s  means t h a t  a company can have a l o s s  
r a t i o  o f  56% and s t i l l  m a i n t a i n  an u n d e r w r i t i n g  p r o f i t .
T a b l e  2 shows t h a t  f o r  p o l i c i e s  w r i t t e n  i n  a r e a s  w i t h  some f i r e  
p r o t e c t i o n  ( p r o t e c t i o n  c l a s s  1-8), compan ies  have m a i n t a i n e d  a 
21.6% p r o f i t  m a r g i n ,  and a 36.5% p r o f i t  m a r g i n  i n  a r e a s  w i t h  no 
f i r e  p r o t e c t i o n  ( p r o t e c t i o n  c l a s s  9 and 10). N o rm a l l y ,  compan ies  
c a l c u l a t e  r a t e s  b a s e d  on a 6% p r o f i t  m a r g i n .

TABLE 2 .4
ISO D w e l l i n g  E x p e r i e n c e  C om p i l a t i o n  - P r o t e c t i o n  

S t a n d a r d  F i r e  P o l i c y
P r o t e c t e d ( C l a s s e s  1-8) Unp ro t e c t e d ( C l a s s e s 9^10)
Earned I n c u r r e d Loss Ea rned I n c u r r e d Loss

Premiums Lo s s e s R a t i o Premiums Lo s s e s R a t i o
1971 474,991 289,125 60.9 508,446 168,957 33.2
1972 456,014 205,009 45.0 526,474 170,967 32.5
1973 448,655 166,816 37. 2 506,598 96,752 19.1
1974 510,136 197,089 38.6 587,118 84,009 14.3
1975 667,871 175,513 2<k 3 647,324 186,553 28. 8

2,557,667 1,033,552 40.4 2,775,960 7T)7 ,238 « 25.5
ISO 1976 S t a t i s t i c a l  R e po r t ,  P e r s o n a l  L i n e s

(

T a b l e  3 shows t h e  r e l a t i v i t i e s  f o r  d i f f e r e n t  p r o t e c t i o n  c l a s s e s .  
R e l a t i v i t i e s  a d j u s t  t h e  premium e i t h e r  up o r  down i n  r e l a t i o n  
to a b a s e  premium. Here t h e  ba se  premium i s  f i g u r e d  f o r  p r o t e c ­
t i o n  c l a s s  f i v e .  The c u r r e n t  r e l a t i v i t i e s ,  t h a t  i s  t h o s e



c u r r e n t l y  b e i n g  c h a r g e d ,  show t h a t  an i n s u r e d  w i t h  a d w e l l i n g  
i n  p r o t e c t i o n  c l a s s  3 pay s  a p p r o x im a t e l y  77% o f  what  a p e r s on  
w i t h  a d w e l l i n g  i n  an a r e a  o f  p r o t e c t i o n  c l a s s  5 p a y s .  Fo r  a 
p e r s o n  i n  p r o t e c t i o n  c l a s s  10, t h e  p r i c e  f o r  i n s u r a n c e  i s  
a p p r o x im a t e l y  265% o f  t h a t  f o r  p r o t e c t i o n  c l a s s  5. The i n d i c a t e d  
r e l a t i v i t i e s  a r e  t h e  r e l a t i v i t i e s  b a s e d  on t h e  a c t u a l  e x p e r i ­
e n ce .  T h i s  means t h a t  t h e  r a t e s  f o r  p r o t e c t i o n  c l a s s  3 s h o u l d  
be 7.9% h i g h e r  th an  f o r  p r o t e c t i o n  c l a s s  5. The r a t e s  f o r  
p r o t e c t i o n  c l a s s  10 s h o u l d  be 34.8% h i g h e r ,  r a t h e r  t h an  165% 
h i g h e r  t h an  t h e  b a s e  r a t e  f o r  p r o t e c t i o n  c l a s s  5.

TABLE 3. 5
ISO Premium R e l a t i v i t i e s  - D w e l l i n g  F i r e  - Frame B ldg

S t a t e w i d e  C u r r e n t  S t a t e w i d e  I n d i c a t e d  
P r o t e c t i o n  C l a s s  R e l a t i v i t i e s  R e l a t i v i t i e s

3 .773 1. 079
4 .884 1.000
5 1.000 1. 000
6 1.155 1. 000
7 1. 542 .836
8 1.956 . 836
9 2.447 1.195

10 2.654 1.348
ISO F i r e  f i l i n g  o f  June  7, 1977

I t  i s  d i f f i c u l t  t o  draw any c o n c r e t e  c o n c l u s i o n s  f rom t h i s  
d a t a ,  b u t  t h e  e v i d e n c e  i n d i c a t e s :

* There  i s  an i n c r e a s i n g  p rob l em o f  f i r e  i n s u i a n c e  a v a i l ­
a b i l i t y  w i t h i n  th e  norma l  m a r k e t .

* The s t a n d a r d  r a t e s  c u r r e n t l y  b e i n g  c h a r g e d  a r e  e x c e s s i v e .
* The s u r c h a r g e s  l e v i e d  by t h e  s u r p l u s  l i n e  compan ies  a r e  

e x c e s s  i v e .



I I .  INTRODUCTION TO THE PROPOSALS

The I n t e r i m  Commit tee on I n s u r a n c e  has  d e v e l o p e d  t h r e e  p o s s i b l e  
s o l u t i o n s  to  t h i s  p ro b l em .  These a r e :

* Open C om p e t i t i v e  R a t i n g
* E s t a b l i s h m e n t  o f  a R u r a l  R a t i n g  T e r r i t o r y
* FAIR P l a n s  and t h e  Deve lopment  o f  a R u r a l  

P r o p e r t y  I n s u r a n c e  Poo l

The f i r s t  p r o p o s a l ,  open c o m p e t i t i v e  r a t i n g ,  a l l o w s  f o r  prompt 
a d j u s tm e n t  o f  t h e  r a t e  by t h e  i n s u r a n c e  compan i e s .  The c onc ep t  
o f  open r a t i n g  i s  t i e d  to  i n s u r a n c e  r e g u l a t i o n ,  and t h e  f a c t  
t h a t  A l a s k a  i s  a p r i o r  a pp r o v a l  s t a t e .  P r i o r  a p p r o v a l  means 
t h a t  t h e  i n s u r e r  mus t  s u bm i t  an annu a l  r a t e  f i l i n g  f o r  each 
l i n e  o f  i n s u r a n c e ,  and t h a t  f i l i n g  mus t  be app ro ved  by the  
D i r e c t o r  o f  I n s u r a n c e .  The i n s u r a n c e  i n d u s t r y  a r g u e s  t h a t  
p r i o r  a p p r o v a l  has i n t r o d u c e d  r i g i d i t i e s  i n t o  th e  mark e t  and 
i n c r e a s e d  th e  a v a i l a b i l i t y  p rob l ems  f o r  c e r t a i n  l i n e s  o f  
i n s u r a n c e .  The i n d u s t r y  f u r t h e r  m a i n t a i n s  t h a t  i f  t h e y  were 
a l l o w e d  to  a d j u s t  t h e i r  r a t e s  to  r e f l e c t  u n d e r w r i t i n g  r e s u l t s  
as  t h e y  o c c u r r e d ,  t h i s  wou ld  i n c r e a s e  t h e i r  w i l l i n g n e s s  to 
w r i t e  p o l i c i e s  f o r  m a r g i n a l  r i s k s .  T h i s  r e p o r t  b r i e f l y  sum­
m a r i z e s  t h e  a f f e c t  t h a t  open c o m p e t i t i o n  has had on p r i c e  and
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a v a i l a b i l i t y  f o r  a u t o  and p r o p e r t y  i n s u r a n c e  i n  New York .  The
c o n c l u s i o n s  we re :

* C o m p e t i t i v e  r a t i n g  d i d  no t  s u b s t a n t i a l l y  i n f l u e n c e  t h e  
p r i c e  o f  i n s u r a n c e ,  as  p r i c e  r ema in s  a f u n c t i o n  o f  
u n d e r w r i t i n g  r e s u l t s  and company o p e r a t i n g  e xp en s e .

* C om p e t i t i v e  r a t i n g  d i d  have a f a v o r a b l e  impac t  on the  
p o p u l a t i o n  o f  New Y o r k ' s  FAIR p l a n ,  and r e s u l t e d  i n  more 
o f  t h o s e  r i s k s  b e i n g  i n s u r e d  i n  the  s t a n d a r d  m a r k e t .

* C o m p e t i t i v e  r a t i n g  a l l o w e d  a g r e a t e r  r ange  o f  r a t e s  by 
l e s s e n i n g  th e  a dhe r en ce  to  b u r e a u  r a t e s  o f  mos t  th e  
compan ies  w r i t i n g  i n s u r a n c e  i n  th e  s t a t e . 6

The se cond  p r o p o s a l  c a l l s  f o r  t h e  e s t a b l i s h m e n t  o f  a r u r a l
r a t i n g  t e r r i t o r y .  C u r r e n t l y  t h e  I n s u r a n c e  S e r v i c e s  O f f i c e  has
d i v i d e d  t h e  s t a t e  i n t o  two r a t i n g  t e r r i t o r i e s .  These a re

7S o u t h e a s t  A l a s k a  and . t he  r e s t  o f  t he  s t a t e .  The commi t t e e  has 
p ropos ed  t h a t  th e  ISO c r e a t e  a t h i r d  r a t i n g  t e r r i t o r y ,  r u r a l  
u n p r o t e c t e d  A l a s k a .  The p r e s e n t  s i t u a t i o n  r e s u l t s  i n  th e  same 
r a t e  b e i n g  c h a r g e d  f o r  p r o p e r t y  i n s u r a n c e  i n  D i l l i n g h a m  as i n  
Anchorage .  The e f f e c t  i s  t h a t  s t a n d a r d  i n s u r e r s  w i l l  no t  w r i t e  
p r o p e r t y  i n s u r a n c e  i n  D i l l i n g h a m  or  any o f  r u r a l  A l a s k a .  The 
c r e a t i o n  o f  a t h i r d  r a t i n g  t e r r i t o r y  wou ld  a l l o w  f o r  th e  e v e n ­
t u a l  d e ve lopmen t  o f  a n o n - d i s c r im i n a t o r y  a d eq u a t e  bush r a t e  and 
a v o i d  th e  p rob l em  o f  c r e a t i n g  a s u b s i d y  be tween  u rb an  and r u r a l  
A l a s k a .

The t h i r d  p r o p o s a l  i s  t h e  de ve lopmen t  o f  a r u r a l  p r o p e r t y  
i n s u r a n c e  p o o l .  The poo l  has been b a se d  on t h e  c on c ep t  o f  a 
FAIR p l a n .  FAIR p l a n s  a r e  a t yp e  o f  r e s i d u a l  mark e t  mechanism



wh ich  o p e r a t e  i n  much t h e  same f a s h i o n  as an a s s i g n e d  r i s k  
p o o l .  I f  a homeowner i s  u n a b l e  to  o b t a i n  i n s u r a n c e  f rom a 
s t a n d a r d  i n s u r e r  he may a pp l y  to t h e  p o o l .  I f  t h e  d w e l l i n g  
meet s  t h e  u n d e r w r i t i n g  c r i t e r i a  s e t  f o r t h  by r e g u l a t i o n ,  t h e  
d w e l l i n g  wou ld  be i n s u r e d  by t h e  p o o l .  There  i s  one b a s i c  
d i f f e r e n c e  be tween  FAIR p l a n s  and a s s i g n e d  r i s k  p o o l s .  I n  an 
a s s i g n e d  r i s k  p o o l ,  each r i s k  i s  a s s i g n e d  to  a p a r t i c u l a r  
i n s u r e r .  W i th  t h e  FAIR p l a n ,  t h e  t o t a l  e x p e r i e n c e  o f  t h e  poo l  
i s  d i s t r i b u t e d  be tween  a l l  t h e  i n s u r e r s  o p e r a t i n g  w i t h i n  th e  
s t a t e ,  b a s e d  on th e  p e r c e n t a g e  o f  t h e  mar ke t  wh i ch  t h e y  w r i t e  
f o r  t h a t  p a r t i c u l a r  l i e n .  A l t h o u gh  th e  r u r a l  p r o p e r t y  i n s u r ­
ance poo l  i s  s i m i l a r  t o  a FAIR p l a n ,  t h e  commi t t e e  has made 
some s i g n i f i c a n t  c h an ge s .  These a r e :

* The poo l  w i l l  no t  be a s s o c i a t e d  w i t h  t h e  Urban P r o p e r t y  
P r o t e c t i o n  and R e i n s u r a n c e  Ac t  o f  1968, an a c t  wh i ch  a l l  
FAIR p l a n s  a r e  s u b j e c t  t o .

* The poo l  w i l l  be s e l f - r a t i n g .
* The poo l  w i l l  o n l y  o p e r a t e  i n  a s p e c i f i c  g e o g r a p h i c  a r e a  

name l y  t h e  r u r a l  r a t i n g  t e r r i t o r y .

A f o u r t h  a l t e r n a t i v e  i s  b e i n g  c o n s i d e r e d  by t h e  commi t t ee  and 
t h i s  i s  t h e  f o rm a t i o n  o f  a bu sh  m u t u a l ,  however  i t  has no t  been 
i n c l u d e d  i n  th e  body o f  t h i s  r e p o r t .  A bu sh  mu t u a l  wou ld  i n ­
v o l v e  i n c o r p o r a t i o n  o f  g roup s  o r  e n t i t i e s  f o r  th e  p u rpo s e  o f  
w r i t i n g  i n s u r a n c e  p o l i c i e s .  The mu t u a l  wou ld  have to  be a l l o w e d  
to  b e g i n  w r i t i n g  i n s u r a n c e  p o l i c i e s  w i t h  an amount o f  s u r p l u s  
wh i ch  i s  be low t h a t  n o rm a l l y  r e q u i r e d  o f  an a u t h o r i z e d  mu t u a l  
i n s u r e r .  I n i t i a l  c a p i t a l i z a t i o n  wou ld  be p r o v i d e d  by payment



on t h e  p o l i c i e s  and a f e e  a s s e s s e d  b a s e d  on th e  amount o f  th e  
p o l i c y .  The f e e  wou\ 1 be r e f u n d e d  o r  c r e d i t e d  t o  a p o l i c y  
a f t e r  t h e  m u t u a l  a c h i e v e d  f i n a n c i a l  s t a b i l i t y .

L e g i s l a t i o n  has been d r a f t e d ,  o r  i s  b e i n g  d r a f t e d  f o r  t h e  open 
c o m p e t i t i v e  r a t i n g  l a w ,  t h e  r u r a l  p r o p e r t y  i n s u r a n c e  p o o l ,  and 
t h e  bu sh  m u t u a l .  A R e s o l u t i o n  was d r a f t e d  d i r e c t i n g  th e  
D i r e c t o r  o f  I n s u r a n c e  to  d i s a p p r o v e  any r a t e  f i l i n g  wh i ch  d i d  
n o t  i n c o r p o r a t e  a r u r a l  r a t i n g  t e r r i t o r y  wh i ch  p r o v i d e d  f o r  a 
n o n - e x c e s s i v e  bu sh  r a t e .



A. Open C om p e t i t i v e  R a t i n g  Law

I n t r o d u c t i o n
Rate  r e g u l a t i o n  has been t h e  f o c u s  o f  i n c r e a s e d  a t t e n t i o n  by 
b o t h  i n s u r e r s  and r e g u l a t o r s .  The i s s u e  d a t e s  b a ck  t o  t h e  
McCarran F e r g u r s o n  A c t  wh i c h  e s s e n t i a l l y  exempted t h e  i n s u r a n c e  
i n d u s t r y  f rom t h e  F e d e r a l  a n t i - t r u s t  l a w s .  A f t e r  p a s s a g e  o f  
t h e  McCarran F e r g u r s o n  A c t ,  v i r t u a l l y  a l l  s t a t e s  began t o  r e g u ­
l a t e  i n s u r a n c e  r a t e s .  The l aw s  v a r i e d  f rom s t a t e  to  s t a t e ,  b u t  
many were  b a s e d  on a mode l  b i l l  d r a f t e d  by t h e  NAIC. T h i s  b i l l  
a l l o w e d  t h e  u s e  o f  r a t i n g  b u r e a u s ,  and s a i d  r a t e s  were to be 
r e g u l a t e d  so t h a t  t h e y  a r e  n e i t h e r ,  " E x c e s s i v e ,  i n a d e q u a t e ,  o r

Ou n f a i r l y  d i s c r i m i n a t o r y . "  However ,  t h e  b i l l  a l s o  s a i d  t h a t  
member sh ip i n  a r a t e  b u r e a u  i s  no t  m and a t o r y ,  and t h o s e  compan ies  
t h a t  a r e  b u r e au  members may even  a p p l y  f o r  d e v i a t i o n s  f rom 
b u r e a u  r a t e s .

At t h e  t ime  o f  p a s s a g e  o f  t h e  McCarran F e r g u r s o n  A c t ,  t he  
i n s u r a n c e  i n d u s t r y  was s t r o n g l y  i n  f a v o r  o f  exempt ion  f rom th e  
a n t i - t r u s t  l a w s .  I n  f a c t ,  t h i s  exempt ion  was a b s o l u t e l y  n e c ­
e s s a r y  i f  t h e  i n d u s t r y  was to  c o n t i n u e  th e  o p e r a t i o n  o f  a s s i g n e d  
r i s k  p o o l s ,  and o t h e r  p o o l i n g  a r r a n g emen t s  wher« i t  i s  n e c e s s a r y  
to  f i x  a r a t e .  The c o r r e l a r y  to  exempt ion  f rom the  F e d e r a l  
a n t i - t r u s t  was r i g i d  s t a t e  r e g u l a t i o n .  The i n d u s t r y  m a i n t a i n s



t h i s  has c a u s e d  c e r t a i n  i r r e g u l a r i t i e s  and r i g i d i t i e s  i n  t h e  
m a r k e t ,  and i n c r e a s e d  t h e  a v a i l a b i l i t y  p ro b l em s  w i t h  c e r t a i n  
t y p e s  o f  i n s u r a n c e . 0 A c c o r d i n g  to  t h e  i n s u r a n c e  i n d u s t r y ,  t h e  
end r e s u l t  has been  a s i t u a t i o n  where a r i s k  wh i c h  i s  s l i g h t l y  
wor se  than  a v e r a g e  o f t e n  r e c e i v e s  a much wor se  r a t e  t h r o u g h  a 
r e s i d u a l  mark e t  p l a n  su ch  as an a s s i g n e d  r i s k  p o o l . ' 1'0

A l a s k a  i s  a " p r i o r  a p p r o v a l "  s t a t e .  T h i s  means t h a t  compan ies  
w r i t i n g  i n  the  s t a t e  mus t  s u bm i t  annua l  r a t e  f i l i n g s  to t h e  
D i v i s i o n  o f  I n s u r a n c e ,  and mus t  th en  be app rov ed  by t h e  D i r e c t o r .  
I f  t h e  D i r e c t o r  deems a r a t e  f i l i n g  e x c e s s i v e ,  t h e  company must  
r e - s u bm i t  t h e  f i l i n g .  I t  mus t  be approved  b e f o r e  t h e  company 
imp lemen t s  t h e  p ropo s ed  r a t e  change .  Companies may f i l e  
s e p a r a t e l y  o r  s u b s c r i b e  to  a r a t i n g  b u r e a u .

P r i o r  a p p r o v a l  i s  t he  mos t  s t r i n g e n t  t yp e  o f  s t a t e  r e g u l a t i o n .  
I n d u s t r y  m a i n t a i n s  t h a t  p r i o r  a pp r o v a l  has hampered t h e i r  
e f f o r t s  to e f f e c t i v e l y  mark e t  i n s u r a n c e  by not  a l l o w i n g  the  
compan ies  to p romp t l y  a d j u s t  t h e i r  r a t e s .  G e n e r a l l y ,  a company 
w i l l  r e e v a l u a t e  r a t e s  b e i n g  cha r g e d  f o r  a p a r t i c u l a r  l i n e  and 
f i n d  t h a t  i t  i s  e i t h e r  too h i g h  o r  too l ow .  I n  e i t h e r  c a s e ,  
unde r  p r i o r  a p p r o v a l ,  t h e  company must  w a i t  u n t i l  t h e  end o f  
the  r a t e  f i l i n g  p e r i o d  to  a d j u s t  t h e  r a t e .  The a f f e c t  i s  t h a t  
i f  t he  r a t e  i s  e x c e s s i v e  the  company may be u n d e r c u t  by a n o t h e r  
company who has f i l e d  f o r  a l e s s e r  r a t e .  I f  t h e  r a t e  i s  too 
low the company w i l l  r e s t r i c t  i t s  u n d e r w r i t i n g  to  c u r b  l o s s e s ,  
t h u s  a g g r a v a t i n g  th e  p rob l em o f  a v a i l a b i l i t y .
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The i s s u e  becomes a p ro b l em  f o r  r u r a l  A l a s k a  i n  t h a t  most  
s t a n d a r d  compan ies  have s im p l y  e x c l u d e d  t h i s  p a r t i c u l a r  segment  
o f  t h e  m a r k e t .  Companies f e e l  t h e  r a t e  i s  i n a d e q u a t e .  As 
p o i n t e d  o u t  i n  t h e  i n t r o d u c t i o n ,  t h i s  may no t  be t h e  c a s e .
W i t h  open c o m p e t i t i o n  a l l o w i n g  compan ies  to more p r omp t l y  
a d j u s t  r a t e s ,  i t  i s  p o s s i b l e  t h a t  t h e  a v a i l a b i l i t y  p ro b l em  may 
be e a s e d  i n  t h e  s t a n d a r d  m a r k e t .  However ,  u n d e r w r i t i n g  c o n ­
s i d e r a t i o n s  su ch  as t h e  l a c k  o f  f i r e  p r o t e c t i o n  and u n i f o rm  
b u i l d i n g  c o d e s ,  a l s o  a r e  k ey  f a c t o r s  i n  t h e  r e l u c t a n c e  o f  
i n s u r e r s  to  w r i t e  r u r a l  d w e l l i n g  i n s u r a n c e .  These f a c t o r s  may 
be o f  su ch  s i g n i f i c a n c e  t h a t  r u r a l  d w e l l i n g s  may be e x c l u d e d  no 
m a t t e r  what  t yp e  o f  r a t i n g  l aw  i s  u s e d .

Open R a t i n g  i n  New York
I n  1970, New Yo r k ,  a t  t h e  r ecommenda t i on  o f  t h e  I n s u r a n c e  
Depa r tmen t ,  p a s s e d  a c o m p e t i t i v e  r a t i n g  l aw .  The l aw r e p l a c e d  
t h e  p r i o r  a p p r o v a l  l aw wh i ch  p r e v i o u s l y  had been i n  a f f e c t .
The c o m p e t i t i v e  l aw :

* R e q u i r e d  t h a t  i n s u r a n c e  r a t e s  s h a l l  no t  be e x c e s s i v e ,  
i n a d e q u a t e ,  o r  u n f a i r l y  d i s c r i m i n a t o r y ,  c o n t i n u i n g  th e  
s t a t u t o r y  p r i c e  s t a n d a r d s  t h a t  e x i s t e d  unde r  p r i o r  
a p p r o v a l ;

* Made i t  i l l e g a l  f o r  i n s u r a n c e  compan ies  to  s e t  r a t e s  i n  
c o n c e r t  and p r o h i b i t e d  o t h e r  forms o f  a n t i - c o m p e t i t i v e  
b e h a v i o r  w i t h  p r o h i b i t i o n s  and p e n a l t i e s  p a r a l l e l i n g  th e  
F e d e r a l  a n t i - t r u s t  l a w s ;

* E l i m i n a t e d  t h e  need f o r  t h e  I n s u r a n c e  Depa r tment  to 
approve  r a t e s  i n  ad vance  o f  t h e i r  u s e  i n  th e  m a r k e t p l a c e ;

* P r o v i d e d  f o r  c o n t i n u o u s  m o n i t o r i n g  o f  c o m p e t i t i o n  and f o r  
t h e  r e im p o s i t i o n  o f  p r i o r  a p p r o v a l  where c o m p e t i t i o n  was 
deemed i n a d e q u a t e  to  r e s t r a i n  e x c e s s i v e  p r i c e s ,  o r  where
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d e s t r u c t i v e , c o m p e t i t i o n  r e s u l t e d  i n  p r i c e  wa r s  and i n ­
s o l v e n c i e s  .

Open c o m p e t i t i o n  was e x p e c t e d  to  i n f l u e n c e  bo th  th e  p r i c e  and 
a v a i l a b i l i t y  o f  i n s u r a n c e .  P r i c e  i s  b a s i c a l l y  a f u n c t i o n  o f  
u n d e r w r i t i n g  l o s s e s ,  company e x p e n s e s ,  and p r o f i t .  A l t h o u g h  
open c o m p e t i t i o n  was no t  e x p e c t e d  to  a f f e c t  u n d e r w r i t i n g  l o s s e s  
a l o n g  t e rm b e n e f i c i a l  impac t  on p r i c e  was a n t i c i p a t e d  t h r o u g h  
th e  encou ragemen t  o f  i n d ep end en t  p r i c i n g ,  t h e r e b y  p r o v i d i n g  
ma r k e t  i n c e n t i v e s  t o  h o l d  down t h e  e xp en s e s  and p r o f i t s .  I n  
t h e  s h o r t  r un  i t  was e x p e c t e d  t h a t  open c o m p e t i t i o n  wou ld  a l l o w  
f o r  more r e s p o n s i v e n e s s  i n  a d j u s t i n g  r a t e s  and a w i d e r  r an ge  o f  
r a t e s  t h u s  i n c r e a s i n g  t h e  a v a i l a b i l i t y .

P r i c e :
F i g u r e  2.1 shows t h e  p e r c e n t a g e  change i n  th e  c o s t  o f  au tomo­
b i l e  l i a b i l i t y  c o v e r a g e  d u r i n g  th e  p e r i o d  o f  p r i o r  a p p r o v a l ,  
open c o m p e t i t i o n ,  and th e  r e t u r n  to p r i o r  a pp ro v a l  w i t h  th e  
enac tmen t  o f  n o - f a u l t .  The changes  a r e  compared w i t h  the  
changes  i n  t h "  New York consumer p r i c e  i n d e x ,  t he change i n  
w e e k l y  wage f o r  New York p r o d u c t i o n  wo r k e r s  and New York 
m e d i c a l  c o s t  i n d e x .

The f i g u r e s  shown i n  F i g u r e  2.1 s u p e r f i c i a l l y  s u g g e s t  t h a t  open 
c o m p e t i t i o n  has k ep t  th e  p r i c e  o f  a u to  l i a b i l i t y  c o v e r a g e  down 
as t h e r e  was an annu a l  i n c r e a s e  o f  o n l y  2.1% d u r i n g  th e  f o u r
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y e a r s  o f  open c o m p e t i t i o n .  T h i s  i s  f a r  b e low  t h e  181 r e c o r d e d  
w i t h  th e  r e t u r n  to p r i o r  a p p r o v a l  and t h e  p a s s a g e  o f  n o - f a u l t .  
What th e  f i g u r e s  do no t  show i s  t h a t  t h e  r e t u r n  t o  p r i o r  
a p p r o v a l  c o i n c i d e d  w i t h  a d r a s t i c  d e t e r i o r a t i o n  i n  u n d e r w r i t i n g  
r e s u l t s ,  and a t empo ra ry  r a t e  f r e e z e .  The r a t e  f r e e z e  p ro du ce d  
a p r i c e  b a c k l a s h  wh i ch  f u r t h e r  e s c a l a t e d  c o s t .  When t h e  r a t e  
i n c r e a s e  unde r  t h e  f o u r  y e a r s  o f  open c o m p e t i t i o n  (1970-1973) 
a r e  a v e r a g e d  w i t h  t h e  t h r e e  y e a r s  o f  t h e  t r a n s i t i o n a l  p r i o r  
a p p r o v a l  (1974-1976), th e  a v e r a g e  a nnua l  r a t e  i n c r e a s e  i s  8.3%. 
Du r i n g  t h e  same p e r i o d ,  t h e  p e r i o d  t h e  Consumer P r i c e  I n d e x  
r o s e  7.1%, th e  a v e r a g e  w e e k l y  e a r n i n g s  r o s e  8.4%, and t h e  
m e d i c a l  c o s t s  r o s e  8.7%. These a r e  a l l  c ompar ab l e  to t h e  8.3% 
r e c o r d e d  f o r  a u t o  i n s u r a n c e .  I t  can be c o n c l u d e d  t h a t  i n  t h e  
l ong  run  th e  ma j o r  e f f e c t  on c o s t s  was p r i m a r i l y  due to  i n f l a ­
t i o n  and u n d e r w r i t i n g  r e s u l t s ,  and no t  on t h e  t y p e  o f  r a t i n g  
l aw wh i ch  happened to  be i n  e f f e c t .

FIGURE 2.1

PERCENT CHANGES IN AUTOMOBILE LIABILITY (BI & P D ) 1 2  
INSURANCE RATE LEVELS AND OTHER INDEXES 

1967-1976

Average Weekly

Automobile N.Y. Metro- , Earnings of Pro- N.Y. Metro-

I .......  politan Area duction Workers politan Area

Consumer Price 
Rate Level Index3

in Mfg. N.Y. 

State 3
Medical Costs 

Indexb
Prior A p p r o v al

Jan. 1967-Dec.1969

(3 years) +6.7* +5.5% +5.6% +7.7%

Competitive Pricing 

Jan. 1970-Dec.1973

(4 years) +1.1 +6.9 +7.5 +6.1

Transitional Prior Approval

Feb. 1974-Dec. 1976 

(3 y e a r s ) ...... +18.0 +7.4 +9.7 +12.1
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FIGURE 2.2 

PERCENT CHANGES IN HOMEOWNERS INSURANCE 

RATE LEVELS AND OTHER INDEXES 

1967-1976

13

N.Y.

Year

Homeowners Metropolitan

Insurance Consumer

Rate Level Price Indexa

Residential 

Construction 

Cost Index *3

Prior Approval 

Jan. 1967-Dec. 1969 

(3 y e a r s ) ......... + 9 . 72; +5.5% +7.8%

Open Competition 

Jan. 1970-Dec. 1976 

(7 y e a r s ) ............ +1.2 +8.0 +10.7

F i g u r e  2.2 shows th e  a v e r a g e  a nnu a l  r a t e  i n c r e a s e s  f o r  home­
owners  i n s u r a n c e ,  b o t h  unde r  open c o m p e t i t i o n  and p r i o r  approva  
Under p r i o r  a p p r o v a l ,  t h e  annua l  r a t e  i n c r e a s e  a v e r a g e d  9.7%. 
W i th  open c o m p e t i t i o n  t h e  a v e r a g e  a nnu a l  r a t e  i n c r e a s e  was 
1.2%, w e l l  be low t h a t  r e c o r d e d  d u r i n g  p r i o r  a p p r o v a l .  However ,  
as  i n  the  c a s e  w i t h  a u t om o b i l e  l i a b i l i t y  i n s u r a n c e ,  t he  mode r ­
a t e  r a t e  changes  d u r i n g  th e  se ven  y e a r s  o f  c o m p e t i t i v e  p r i c i n g  
can be a t t r i b u t e d  to f a v o r a b l e  u n d e r w r i t i n g  r e s u l t s  f o r  t h i s  
l i n e  and not  to the  t y p e  o f  r a t i n g  l aw whi ch was i n  e f f e c t .

A v a i l a b i l i t y :
As men t i o ned ,  open c o m p e t i t i o n  was e xp e c t e d  to i n c r e a s e  a v a i l ­
a b i l i t y  by a l l o w i n g  f o r  p rompte r  a d j u s tm e n t  o f  the  r a t e  and a 
w i d e r  r ange  o f  r a t e s .  To some d e g r e e ,  a v a i l a b i l i t y  can be 
gauged by changes  o f  p o p u l a t i o n  i n  the  r e s i d u a l  ma rk e t .
R e s i d u a l  ma rk e t s  a r e  g roups  o f  s u b - s t a n d a r d  r i s k s  wh i ch  canno t
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f i n d  i n s u r a n c e  f rom s t a n d a r d  i n s u r e r s .  I n  most  s t a t e s  i n s u r e r s  
have formed p o o l s  wh i ch  s e t  a r a t e  f o r  t h e s e  r i s k s  to  i n s u r e  
th e  a v a i l a b i l i t y  o f  i n s u r a n c e .  O f t en  t im e s  t h e s e  p o o l s  were  
t h e  r e s u l t  o f  l e g i s l a t i v e  a c t i o n .  The most  common examp le s  a r e  
t h e  a s s i g n e d  r i s k  au to  p l a n s ,  and FAIR p l a n s .  T h i s  i s  a p a r ­
t i c u l a r l y  p e r t i n e n t  p o i n t ,  as t h e  r u r a l  h o u s i n g  ma rk e t  i n  
A l a s k a  i s  b a s i c a l l y  a r e s i d u a l  m a r k e t .  T h i s  p a r t i c u l a r  ma rk e t  
segment  f a l l s  o u t s i d e  o f  t h e  r a t e s  f i l e d  by t h e  m a j o r i t y  o f  t h e  
s t a n d a r d  i n s u r e r s  o p e r a t i n g  w i t h i n  th e  s t a t e .

F i g u r e  2.3 shows p o p u l a t i o n s  t r e n d s  o f  th e  a s s i g n e d  r i s k  a u to  
p l a n  i n  New York .  The p l a n  shows an i n c r e a s e  up to  1972 and 
then b e g i n s  t o  d e c r e a s e  bo th  d u r i n g  th e  p e r i o d  o f  c o m p e t i t i v e  
r a t i n g  and th e  r e t u r n  to p r i o r  a p p r o v a l .  I t  i s  d i f f i c u l t  t o  
draw any c o n c l u s i o n s  from t h i s  d a t a  b e c a u s e  o f  two e v e n t s  wh i ch  
o c c u r r e d  d u r i n g  t h i s  t im e  p e r i o d .  F i r s t ,  i n  1969, c o v e r a g e  was 
expanded unde r  the  a s s i g n e d  r i s k  au to  p l a n ,  making the  p u r c h a s e  
o f  i n s u r a n c e  f rom the  p l a n  more a t t r a c t i v e .  Second ,  t h e s e  
e v e n t s  a f f e c t e d  th e  p o p u l a t i o n  o f  th e  a s s i g n e d  r i s k  poo l  so i t  
was d i f f i c u l t  to a s c e r t a i n  th e  a f f e c t  o f  open c o m p e t i t i o n .
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FIGURE 2.3
AUTOMOBILE ASSIGNED RISK PREMIUMS AS PERCENT 

OF TOTAL AUTOMOBILE PREMIUMS WRITTEN IN 
NEW YORK STATE3
(in thousands)

Year
Total

Automobile
Premiums

Voluntary
Market

Premiumsb
Assigned

Risks
Premiumsc

Assigned 
Risks 

As Percent 
of Total

1970 $,474,242 $1,337,853 $136,389 9.25
1971 1,666,849 1,451,877 214,972 12.90
1972 1,693,905 1,471,672 222,233 13.12
1973 1,700,542 1,520,200 180,342 10.60
1974 1,592,806 1,471,242 121,564 7.63
1975 1,708,757 1,570,948 137,809 8.06
a Includes L i a b i l i t y  (BI and PD) and Physical  Damage. 
b Includes voluntary pr iva te passenger and commercial coverages, 
c Includes pr iva te passenger business only.

A c l e a r e r  i n d i c a t i o n  o f  t h e  a f f e c t  o f  open c om p e t i t i o n  on 
a v a i l a b i l i t y  can be g a i n e d  f rom a n a l y z i n g  the  a f f e c t  on f i r e  
i n s u r a n c e .  As f i g u r e  2.4 shows ,  t h e  f i r e  i n s u r a n c e  poo l  shows 
a c l e a r  d e p o p u l a t i o n  t r e n d ,  d e c l i n i n g  62$ in  premiums w r i t t e n  
be tween  1971 and 1975. T h i s  i s  a p o s i t i v e  i n d i c a t i o n  t h a t  open 
c o m p e t i t i o n  i n  New York has i n c r e a s e d  t h e  w i l l i n g n e s s  o f  i n ­
s u r e r s  to w r i t e  i n s u r a n c e  f o r  r i s k s  whi ch had p r e v i o u s l y  been 
i n c l u d e d  i n  th e  r e s i d u a l  m a r k e t .  The f a v o r a b l e  t r e n d  i n  home­
owner and f i r e  i n s u r a n c e  t ook  p l a c e  d u r i n g  a p e r i o d  o f  
mode ra t e  i n c r e a s e s  i n  l o s s  r a t i o s  f o r  t h e s e  l i n e s .  A l t hough  
t h e r e  was a s l i g h t  d e c r e a s e  i n  p r o f i t a b i l i t y  f o r  t h e s e  l i n e s ,  
t h i s  d i d  not  i n c r e a s e  the  s e l e c t i v i t y  o f  u n d e r w r i t i n g .



FIGURE 2.4 . .

NEW YORK PROPERTY INSURANCE UNDERWRITING ASSOCIATION

1970-May 1976

Fiscal Year Ended Policies Premiums W r i t t e n 3
November 30 Written (in thousands

1970 154,125 $114,233

1971 182,937 119,313

1972 203,214 . 91,301

1973 147,882 60,263

1974 124,529 49,300

1975 117,357 45,455

12/1/74-5/31/75 - 25,361

12/1/75-5/31/76 - 24,403

3 Adjusted on the basis of rates effective September 1, 1975.

One f i n a l  e f f e c t  o f  an open c o m p e t i t i o n  r a t i n g  l aw i s  t o  d e ­
c r e a s e  th e  a dhe ren ce  o f  i n s u r a n c e  compan ies  to  b u r e a u  r a t e s .
I n  t h e  c a s e  o f  f i r e  i n s u r a n c e  i n  A l a s k a ,  o v e r  90% o f  th e  mar ke t  
i s  w r i t t e n  a t  b u r e a u  r a t e s  w i t h  no d e v i a t i o n s .  What t h i s  does  
i s  na r row the  r ange  o f  r a t e s ,  and may e x a c e r b a t e  t h e  a v a i l ­
a b i l i t y  p ro b l em .  I f  a company f e e l s  t h i s  r a t e  i s  i n a d e q u a t e  
f o r  a p a r t i c u l a r  mar ke t  s egmen t ,  t h e y  w i l l  s im p l y  no t  w r i t e  i t .

F i g u r e  2.5 shows t h e  e f f e c t  o f  open c o m p e t i t i o n  on compan ie s '  
dependence on b u r e a u  r a t e s .  As th e  f i g u r e s  show, r a t i n g  b u r e a u  
dominance i n  th e  i n s u r a n c e  i n d u s t r y  has  a l l  b u t  ended .


