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Survey of Use of
Social Security Account Numbers
on State Forms

EXTENT OF USE

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 43 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 utilizes 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 themilitary 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 ON PUBLIC

The 13% of state forms which request social security account numbers arc:
generally those in heavy use by the general public. They range in scope

from application for a driver®"s license to an application for a hairdresser’s,
license. At any given time, the average 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

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 arid those were with regard to contractor"s licensing and labor
assistance progranms.

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



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 tiiey would not deny a person services or assistance 1if 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 ot 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,
whose 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 quite frequently so
that their personnel information 1is comparable with data.collected by
Department of Administration.

OTHER ISSUES

Recently the Office of the Ombudsman has become involved in several complaint
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, 1in particular, has responded to these complaints by posting

signs in their off ices 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 203.
That bill states that no person shall be required to release his social
security account number 1in 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.



SURVEY OF FORMS EMPLOYING SOCIAL SECURITY ACCOUNT NUMBERS
CURRENTLY IN USE IN ALASKA PROGRAMS

Reasons for Use of
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Social Security Account Number Number
Total Number Number of * Positive Required of Forms
of Forms Forms Verification By Other Other Law/Regulation Under Types of Forms Using
Department or Office Using SSN Computerized of 1D Agency Cited Cite Social Security Account Number
IFFICE OF GOVERNOR 22 20 2 0 None 1 See separate division detail.
Governor*s Office i 0 0 0 None 0 Personnel/payroll
Cemmercial Fisheries 14 13 14 0 0 None 0 Application and program forms.
Entry Commission
Human Riohts Commission 0 None Complaint forms; (Note: These forms
are under revision and social se—
curity numbers will be removed.)
Alaska Police Standards® 0 0 0 None 0 Personnel/payroll; program forms
Counci 1
Alaska Historical Commission 1 0 1 0 Grant: IRS Reg. 1 Grant application including personal
services.
FFICE OF LT. GOVERNOR 1 0 0 None 0 Election forms.
SPARTMENT OF ADMINISTRATION 95 28 90 4 1 IRS Reg.; FICA Reg.; 16 Personnel/payroll; retirement
Treasury Dept. Reg. (teachers®™, PERS, Social Security);
pioneer benefits; insurance; finance;
deferred compensation; data proces—
sing; housing.
mIPAC7MENT OF LAW Payroll: Payroll; testimony form; directions
26 USC ]6109(d) for service form.
Child Support Enforce—
ment: Title 1V-D;
Social Security Act



Reasons for Use of
Social Security Account Number

Total Number Number of Positive Required
of Forms Forms Verification By Other Other
i"tsartment or Off te Using SSN Computerized of ID. Agency
DEPARTMENT CP REVENUE?2 57 17 50
mJtr.-R:Mi NT OF EDUCATION 22 12 21

BTN oF HEALTH & 7 18 35

SOCIAL SER\IKiS 3

DEPARTMENT OF LABOR4 26 241 15

DEPARTMENT OF COMMERCE & o/
iwOi".0/ilC unlVELOPMENT 5

Law/Regulation
Cited

Tax forms:
25 USC 16109(d)

Personnel/Payroll:
Social Security Act

Title 1V-A;

Title 1V-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 Account Number
31 Personnel/payroll; individual and

15

corporate tax forms; fishing, hunt
trapping license; fur dealer licen
taxidermy license; business licens
liquor license; coin operated ecui
ment distributor®s patent; canpery
license, contractor"s license,

Student loan; teacher certificatic
vocational rehabilitation.

Personnel/payroll; catastrophic
illness form; public assistance
forms; fraud complaint form; API
forms; alcoholism forms; child
support enforcement; state medical
ID card; corrections booking and
parole form; Harborview personnel
forms; mental health referral for
nursing family folder; social ser-
vices forms; violent crimes compen
sation form.

Employment service forms; unemploy
ment insurance forms; wage and hou
forms; workmen®"s compensation form
personnel/payroll; fisherman®s fun
forms; occupational safety and
health forms.

Occupational licensing; AK Trans-—
portation Commission; uniform form
for securities; broker dealer.



.t or Office

DEPARTMENT OF MILITARY
A-FAIKS

AR7MENT of natural
¥C.ACES

DEPARTMENT OF FISH 6 GAME

DEPARTMENT CF PUBLIC SAFETY

DEPARTMENT OF PUBLIC WORKS

DEPARTMENT CF ENVIRONMENTAL
CONSERVATION

Reasons for Use of

Other

Social Security Account Number
ictal Number Number of Positive Required
of Forms Forms Verification By Other
Usinc SSN Computerized of 1D Acencv

157 157
4
0
53 10 33 "26
13 14
3 S 0
0 0 0

- -1V

r..-; s-t'' . Ay-.

Law/Regulation
Cited

Army Reg. 600-2;
Air Forces Reg.
Disaster Office Reg,

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
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Number
of Forms

Under Types of Forms Using
rNﬁe Social Security Account Number
157 Army new requires use of social

security number as military serial
number. Serial number 1is requested
on most program forms.

Personnel/payroll; employee insur—
ance; veteran"s preference for land
(Note: Veteran®s military serial
number is now social security num—
ber. See Department 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

transfer form.

Personnel/payroll; security guard
licensing; background investigation:
state trooper forms, wanted persons
report, press reports; service re—
quests; motor vehicle form; driver":
record and licensing; pilot train—
ing; state ID card; fish and game
protection forms; aircraft form.

Personnel/payroll; marine transpor—
tation; aviation.

Personnel/payroll

None



Department of Office

DEPARTMENT OF COMMUNITY
REGIONAL AFFAIRS

LEGISLATURE

COURT SYSTEM

UNIVERSITY OF ALASKA

TOTAL

b

Total Number
of Forms

Usino SS.'i

15

43

375

Number of
Forms
Computerized

15

135

Reasons for Use of

Social Security Account Number Number
Positive Required of Forms
Verification By Other Other Law/Regulation Under
of 1D Agency Cited Cite
0 [ 4 None 0
1 1 0 Personnel/payroll: 1
Social Security Act
1 3 1 None 0
7 6 30 Personnel/payroll: 7
IRS REG; Cooperative
Extension: Federal
Civil Service Req
701 110 54 249

Types of Forms Using
Social Security Account Number

Payroll/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/payroll

child support applica—

cash appearance bond
form;

form.

Personnel;
tion form;
form; report of coroner call
inability to afford counsel

accounts services;
business office;
correspondence stuay; personnel/
payroll; rural education; travel
reimbursement; physical plant;
cooperative extension activity
report; housing forms; ID card.

Admissions;
general ledger;

Revised 5/31



FOOTNOTES

The Alaska Police Standards Council notes that "its regulations
(6 AAC 70.010(d)) permit the council to request necessary informa—
tion to evaluate merits of applications.

The Department of Revenue cited AS 16.05.360 as justification for
requiring social security number on its fish and game license
forms. That statute permits the commissioner to request any
reasonable information, but does not specifically itemize the
requirement of social security numbers.

The Department of Health and Social Services cited statutes that
require them to cooperate with federal government in public assist—
ance programs (AS 47.05.010(11), AS 47.25.330(3)). These statutes

do not specifically require the use of social security numbers on
public assistance forms. Many federal programs, though, require

the use "of social security numbers for 10 and tracking purposes.
"Cooperating” with the federal government therefore might be seen

as a requirement for requesting social security numbers from clients.

The Department of Health and Social Services also cited statutory
mandate (AS 47.37.040(9)) to "make available relevant statistical
information including number of persons treated" in alcoholism pro—
grams. The department cited this reference as documentation of
allowing them to collect information including social security
number, but not n strict requirement, of the inclusion of that data
item.

The Department of Health and Social Services cited AS 47.10.010,
AS 47.10.030, and Children®s Rules, Rule 10, as documentation that
the Division of Social Services "is responsible for certain child
custody matters that require the use of social security numbers in
order to locate missing parents.

The Department of Labor has also cited laws (AS 23.30.100, AS 23.
30.155, AS 23.35,050) which permit, but do not require, the use of
social security numbers for certain Workmen®"s Compensation and
Fisherman®s Fund forms.

The Department of Commerce and Economic Development has cited

AS 08.64.190 to support use of social security numbers in licensing
physicians. That statute gives the licensing board the authority
to require "other information” on its application which the board
considers '"necessary" in. order to evaluate the candidate.

The Department of Community and Regional Affairs cited AS 29.53.035
to support its use of social security numbers in its form use
assessment application. That statute gives the state assessor the
authority to proscribe forms which include such information which
may be reasonably required to determine the entitlement of the
applicalLion.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 5, 1977

SUBJECT: Survey of 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, you 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, |1 have also included notebooks containing the
forms and agencies®™ responses. These forms are grouped by agency in

which the form is used. Also, | 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.

FAUCHY. SAECHTAL



Survey of Use of
Social Security Account Numbers
on State Forms

EXTENT OF USE

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 ON PUBLIC

The 13% of state forms which request social security account numbers are
generally those in heavy use by the general public. They range 1in scope

from application for a driver ™ 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 ldentification Card

(5) University of Alaska Student Identification Card

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,
whose 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, 1in 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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JN THIS I1SSUE

13 Who » re. You'V: -ldentifiers and ldentitv Docomenls:
the; universal identifier; toward a national
identify document, page 1

O Statute l.aw on the Social Security Number, page 0

) New s of the Courts, page 30

WiJO AUK YOU?: ILUENTLIFJKHS AND II.-ENTITY DOCUMENTS

Although no one. actually seeins to vend if, 1lie national identity document may be close
to becoming a reality.

The Administration and members of Uie Congress arc sifting through proposals intended
to rope with the problem of illegal immi ration, in particular, Hie employment of aliens
who are in the country illegally. Among the mea.sures before them are the issuance oi
counterfeit proof Social Security raids, coded to show tlje bearer's legal entitlement

to work in the United Slates, and a legis.atixe ban on the employment of persons who

do no! ponses:; such proof of entitlement. If adopted, this program would firing to-
gether two essentia! elements of a antic:.el identity document: the universal identifier
(in the Social Security number), and the identity document as a legal precondition to
participation in the life o! the comm .mih. P>n in fact, we already have, the major
cL.mizof;lof ;i rational identity dn-.ni,-mn, for the Social Security number has become,



r
for > practical purposes, the American u?»ivcrsnl identifier, and the s:izipij14lio>

In the activities of the commui jty is alread}-far advanced in our society.

TH> UNIYUPSAL )DUN JJKIUR

Orjf.ina*inf; in ]f;SC as an identifier for Social Security accounts, and extc-noed a
vtar Inter to state unemployment insurance proa,rams, the Social Securit}' numbm
was ;iol otherwise commonly used in pub?io or private record systems for tne next
twenty-five years. It is interesting now to recall, that misgivings had been ex-
pressed about the implications of the SSN as a universal idonlhioz* from the very
start, refjuiring repealed official assurances that the government's uses of tne
number would be strictly limited to admi listration of the Social Security system.
Yet the federal government itself initiate 1the move toward a universal identifier
m"hen, in .1DG2, the Internal Revenue Service adopted the SS.\" as a taxpayer identi-
fication number. Over the last sixteen years the SSX has hecome the standard
identifier for federal employees, patientt at V.A. hospitals, aliens, military
personnel, holders of Treasury bonds, securities, and bank accounts, and
recipients of all hinds of federal benefits. It is used by the states and localities
for public assistance programs, school jecords, civil service employment,
motor vehicle registration and drivers' lcenses, voter registration, fishing and
game licenses, even library cards, and >nrecords sent by state and local law
enforcement agencies to the r'i".I's National Crime Information Center. |In the
private sector, the number frequently appears on student and employee* Ih> cards,
hospital records, insurance policies, rlepariment store charge applications, and

te iphone and electricity accounts -- to name only a sampling.

eWw years ago, Congress finally responded to emerging public anxiety over the
proliferation of uses of the- SSN, By IsY-I, the. American people clearly had come
to porc-oivc? the incessant demands for disclosure of the SSN no; only as an intrusion
on the right of privacy in itself, but also as a symbol of all that is threatening in
modern data collodion practices -- the use of information as a mechanb rn for
social control. The spectre of the "one bhig dossier" keyed to the Social Security
‘umber was no longer Just a literary fantasy; the public knew enough about the.
m.es and abuses of person.*!'1recorqs g and about the capabilities of computer lech-
rdo .v, to h.v.e developed quite a yhixiieatrd understanding of the potential of
the ss.s as a universal identifier.

v-Oilrress " iirsl efforts ".vice onlg Klalliative. Ahe Privacy Act of P.)/* placed a nior-
“orium i,0 any new uses of the- SSN by ‘edera 1, state, and local rovcrnmeni af\c.ncics
«f lananry 3, cept for use.l' then; after specifically enacted by federal
‘nuit.e. It restricted existing uses to timse formally aulh.»ri.*ed by statute or
cuguj*iiton, It ivnuim/| tin: Privacy Pro*.erfinn Study Commission to examine the.
need for further legislative or regulatory controls.

;rcon this modest beginning, it so me*.! tor a tiaie as if the move toward a universal
identifier mi..a: have been checked. T)is media picked op on the. subject* Public

= orior . became more acute. Increasing numbers of pe* pic reg:st,*:vd their
. j,,l- abo'ut the ubiquity of demands for the MSN - to ley.it h'iors, l>the > s,



- ‘my v 3/mm-'r'T -y -r p*V*f7Sh'e

to AChi’ '<anyone v B1i:jto lislci:. So amgovcrn-mcnl agencies .abandm uses
of the SSN that tiifl n'* meet the conditions set rimvn by I»c- Privacy Ac m l.av.suits
were filed when other menus of challenge failed. There was o of st. eager legis-
lation to come, in particular, n proposer federal statute, numbered (fortuitoealy,
its sponsors claimed!) 1<It. .1SS-1, which would forbid any private business or
or.a'ib/.ation to use the SSN without the: express authoriz-a'-ion of Coiir-rcfs.
Kspce'o'ions focused on the Jong-awaited .studios and recommendations of the*
Privacy Commission, due for publi cation in the soininor of 3177 Some optimistic
souls ever, began to specidato on the amount of time and money it might Inhe ’or
various i-ovej ninenta] .end private record -hcopc*rs to convert their existing hoc.a*
Security-ftumbered systems to other hinds of identifiers.

The optimism was unfounded. dust weel s after passage of the Privacy Act, federal
and state agencies bm an preparations to operate the Child Kimport. Enforcement
Program by means of the Parent Locale: Service, a federal state record -lrac-mg
system author!x.ccl by Congress in January of 3975, for the purpose of iocaling
parents (invariably fathers) who had "clisappeare.ci" to avoid paying child support,

to their families. The Pi.ft was to use lac* Social S y number as the principal
identifier for following personal informa.ion from cord system to another,

Tne Child Support Enforce merit Program makes a search for Ihe missing father
mandatory when ‘he mother and children are on welfare, optional "or other families
tc lo."ite fathers who have defaulted on court-ordered child support paym-.-.nts. The
r-enroll is conducted by combing, records, first locally, then in other states, and
final]*." on the iedornl le\e).. ifvc.niually, any g.-von'i.menial rcooros, ano evea many
pri\ .a:c records, conic: be onromp: ssed in the scorche The task becoms-s easier, of
cifa cmmmon identifier is avail: Me to serve as a bri % freer, c.c- record
Sy t--m to another, and sc> the Parent f.ocaiu: Service* logically gives impetus in
broad.r us:: a: of the S~.\.

iac mmvemocr IfVo jf-riie of the Privac. I-feporl discus:.ed the Jarent locular #:r\ice
at some le: h Com, "the: ehl'uron have the right fc. Ie supported by the::
parerrs, and that i: is p ~r for {)ie state to take steps to Maforce that right,'" it

V. ¢a to c>.r»lcro tin - ;r»e* privacy implications of the T'l S:

te#iri- V1@ ma rjdifics a dahgei iacs<c reuilt sition privae’ advtlates

A >xeibc] mfor some y.arS. IP hoyis i i 5*) Secur: b r.
oceto oervi 1isd, 47w s iiesitifivr to tsime the

nr 2 t fwill cac re-qr 1! : » Qliss & (! 17 ety

0? *sccud :ra cmu@Cmdm sm fae.!mmmd  CanrtV’

1Affvd Iy the deveiop'ttea; ' :h: tSfas a tmiversnl identifier,
e "%* ) dmijic* reasoii fur a>gai: ! *'m W\ @ the ted ::..lldno:
alkm-cd vl. prolifer: e.

1" mm g "siei'K\ W' may e >x ; \imk (l|>5%on.  *)ii. wre a* i t-mlle

J} , .mH v so  cidiC) > ‘mm  |>U < Mm Vd.c'.c :if:-,; . ean*
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Hu; itil: ijy.~Lioue of the* universal identifier as a |r;jrtcc:t for society's ills, rl:s-
orders, ;sjwlcrimes proved too strong. Hero jr. mlopline; of the rhetoric that
carried tne day, from a speech by Jl:- «ell bong e Door of the .Senate;

...Now, when v.e arc trying t) catch a hunch of ehmelc-rs, cheaters,
liars, falters, ami frauds, hei awe see an amendment to slop us.
Every honest man is carrying credit cards and other identification
trying to prove who he is. Hit! if you happen to lie some runaway
father, trying t id doing \:ur duty to your own children, or
trying to cheat Ifare by 1 ing on there under 3£ different
names, you do not have to idetify yourself... ,You do not have to

identify yourself when you start, chiseling and cheating on Uncle
Sam....

My feeling about it is if you w mt your privacy protected, all you
have, to do is set out on foot, and between now and sundown, you
can be in the. beautiful George Washington National Forest and
nobody is going to come there loohing for you. You can stay there
as long as you want to spay in there, you can come out anytime
you feel like it, or not come cut if you feel like that. Nobody is
going to bother you.

In a context of "welfare reform  I*the iight of privacy was cast as a cloak for evil
deeds, and the true significance of the; com ion identifier for the millions o; people
who don't desert their children or bilk the government was completely lost. [Ihe
balancing of issues and values in this gebato suggests hunt any future attempts to

si ch-.in:;; of adminis; mealive need and '-octal utility will not be successful, and
that the b -N will i/i time become officially, as it is now lor .ill practical purposes,
the common identifier in ell o; toe perco: a. recores which c.cserine the life o; each
itidi 'ideal.

We must /viie/ate here the symbolic imporwnce (bwe -SSN as a universal identifier,
to combe: a tendency cither to mb.imire cr to overemphasise its real .significance.
While 1. is rect to say thatthe NhN ir.; min the technical sense a trueuniversal
identifier, the fact that it ispar.-eV:da such by so many people « hoth or-

that lasts .and opponents. m; that it m ;:t he regarded as a universal identifier
for pig . . of de\eloping public policy, iwdeflect objections to its use by re

as; mi, ivfurencos to ih failu/cr of the :mstein is to miit, the point. Whatever

its t.  ommel (icdirde: now, tl'a. c"im;u'OVe:viciitthe. FrfN wil: become

a universal ides:i:er 1 ¢ au-te la: t v use way it us bebite used.

On the o.hand, . «s" esloso: .- idled into thinking 'hal po»v-0::;»| r<.-cor:!s would

[ Lie ' eked, I'/.'edi, ; ;' g-Med. j"only . NUN or ..(gne ether cornu.on id mtitier
.re l.avai :do. in.-'ie ph- cPorwelion po are im!.s’Mishad by de-

li: decisi ...US ta i : st: emu ., onal records, ::d to
om Up ;- Je; al S.-rfi-ev i« dnst *ii i e stination. Yse universal id. r-ifi. r
may e’'<sol th> insist its mvy one .see .« 'ms aimoul, to nn.ite Use poolmg ot

In! elin*ti (as the <o eon the T: \ i'tdfes m Act id :rly :bowed) mmbut the f.cmro-li

uriiver- :il i ‘ Jetld' «s.l .+« toor.oh per. 0:;, per: mum e iumle-r
- up- awl 1 up; -rted by a iec' .inn for . ri-yb.g the iwrtity of in. b-eeivr



for a meaiijnj.tful right of
Uie universal identifier.

In recognition of the basic validity of the public's perceptions, we must acknowledge the
accerptan_ee of the SSN as a universal identifier, and go on to examine the long-range
implications of (bat development.

TOWAKD A NATIONAL IDENTITY DOCUMENT

The next logical step after a universal identifier is a national identity document,
The HEW Advisory Committee on Automated Personal Dala Systems clearly drew
the connection in its 73 report Records, Computers, and the Rights of Citi/.ons.

To realize all the supposed benefit;, of /a universal identifier/,
mandatory personal identity cards v»ould have to be presented
whenever called for. Loss or theft of an /identity/ card would
cause, serious inconvenience, and the mere threat of official
confiscation would be a powerful weapon of intimidation.

further, the Committee envisioned a national population register as an implic it out-
growth of a universal id'sitifier, serving '"as the sheleton for a national dossier system
to maintain information on every citizen from eracll .to grave." For this reason, the
Committee opposed further steps toward the development of a universal identifier.

Thai was in J!Y3, We Enow now that the Committee's recommendation was not heeded.
It seems, too, as it [lie Committee'* predictions about the identity document are about
lo be. realized,.

Just as Section 12 Il of the Tax Heform Act was adopted in a frenzy of rhetoric about
"welfare chiseling," the national identity document may come into being in the present
ado over illegal immigration. Lihe welfare, in migration is a vexing .and emotionally
charged subject, and the problem of illegal, immigration, particularly from Mexico, has
proved as intractable to straightforward "solutions" as the problem of welfare, fraud,

Ao ., the major proposals being studied by the Administration and the. Congress for
(ffemb.'Iting iIV.gal immigration, and ispecially the employment, of illegal aliens, are the

velopment of counterfoil proof, coded Social Security card;"-, .and legislation forbidding
employer:; to hire perrons not porses; ing the properiy coded cards. Social Security
cards would be designed to prevent phyf ical alteration, duplication, or forgery, and
unused to show whether the hearer is leg. .ly entitled to worh in the United States (by
\ir'.u «o! cit.izeiic.ldp or .status as a legal resilient alien). An employer would be iv
csi:red jo insp. et the card before hiring r:,y vw.rhcr, and to aseortnin belli the Lgirer's
legal iight to worh and his or hei idenlhy as tic righ'.fi Lholder of the card. An cm-
plovvr who l.nowingly hires a person no' )<gaily entitled to worl; would he subject to
e:isinil > 1 lies."

o At It lon;- opposed criminal p.sal'ies upon employers hiring illegal aliens,

Su.ii j, "iythjl.could oiilj < ecrl=xt existiug, j.looms (s racial and ethnic diseri>n

I alion inemployment, by cr utiug gn ater ri: J.s for e.mplo.urs hiring applicants win.
to ly foreign-horn. Employe'slrdueline.e to hire such per;,out:;, even it they

‘'m0 in fact leg il residents or ei'izen.., v, id increase tin: ("incrimination now wid [”

pmmicod ngsiaxt black and I.*I:.panic work rp.



The trnnsformalion of the Hocin] Security cart) into an official identity document
ant] prerequisite for employment would bnng this country perilously close to the
adoption of an internal passport. Despite disclaimers by its proponents of any

such intention, a document of personal itliptificalion whose disclosure is required
before any employment can legally be obtained would be in fact, if not in name, a
domestic passport.. To thwart attempts aj fraud or forgery, the card will have to
carry .such unique personal idemifiers as photograph, signature, and fingerprints.
It will also carry codings to show the status of the bearer as an "authorised" worker
it will thus become an "employment passport.” Employers will be forced to serve
as agents of the government for the purpose of determining each applicant's identity
and legal right to work.

In time., such an "employment passport" would unquestionably" become a national
identity document. For a start, the need to verify the identity of the cardholder
would require -+*as the HEW Advisory CemmitU " foresaw the development of a
national population register. The signatures, photos, fingerprints, and other
identifying information imprinted cm the card would have to be compared to some-
thing else, for verification, and that "something else"” could only be a registerA—
taining matching signatures, photos, fingerprints, and other personal data.
national register is not encompassed in the current proposals, but is the only
logical way to make the system work.

The new Social Security identity card wouid be the one common document possessed
by the majority of the adult population. Or.ce. established as a reliable proof of
identity, the card would lend itself to mci:y uses flowing quite naturally from its

availability. Tor example.:

— The police would bo able to stop people on the street or in their automobiles
and dman »d to see their identity cards, Proponents of the current proposals
stoutly deny that this is their intention, :n d one need not question their sincerity.
But such an eventual usage would be terribly difficult to prevent. The legal
groundwork has already been laid, in she Supreme Court ruling permitting police
officers to uct a full search of both motorist and vehicle without a warrant
when the nﬂﬂst has been arrested for a traffic violation,. [AS,, v. Mobiusou,
vM U.S. 73), The technological groundwork has also bheen laid, in thic in-
creasing use of squad car computer termi n'lls giving instant access by the police
officer in the field to centralised state:, regional, and national wanted persons,
stolon vehicle, and criminal Itis.lory files, The broad police: power to slop, qv.es--
lion, anc search, added to the Technologic.":! capability for the instant retrieval of
criminal justice information, c: cates tho p -rfcet context for the development of
apolice identity doc.im ml. Perhaps we v,onld never go so Jar as to ,couire by law
k at people carry their identity documents at all times, but it would become very
convenem" always to have it on hand « especially i one is black, hispanic, no"--,
h ng- haire.", young, a frequenter ot "questi(sable" gatherin'!, phicor, or given to
wall,in;, on descried streets in the dark of the night.

A population registry, especially one e >:iaining photogrnphs and fingerprints’,
would inevitably have oilier compelling uses in addition to the. enforcement of the
i-'Ulii.: tiou lav..';,  Mee d< g tion o) wells ‘rant! and the apprcin. issh a of ci hninal
fin it,'."  are iht; tv.o most obvious >samp! to come to mind. It would be moi l
1 =Db'uk to forbid the use of mteh a registry in law enforcement bluntions hinging
on the Verille'-li(»n " identity; that would be asking too much of human suture.



- Mall. public iciand jp>ri\;»It* organ!/,alions. v/liit:ii now employ the SSN as an

incutifin would naturally find 1),.;- ijjitjo;*;;} identity docume.nl a groat convenience,

use by the simple process of logic.

Although initially encompassing only adults, the system would eventually be
applied to children as well. There have already boon serious proposals to give
children Social Security numbers when they enter school, or even at birth, as a
way of ;revenlbiig illegal aliens from sending their children to public schools and
clinics, and, again, as tmeans of combatting welfare fraud through the collection
of benefits for fictitious children. Despite the repugnance of tne thought, to most
people right now, a good case could he made for issuing identity documents to
children., and ultimately to newborn infant?:, once the system has hecome an accepted
fact of life in the adult world.

If ar. identity card can be marked fo indicate the bearer’'s entitlement to work,
it can also be marked to show other entitlements, or disabilities. Arguments would
certainly be made for indicating criminal convictions or status as a welfare re-
cipient. on the document. Employers are always eager to investigate the criminal
hislori -s of job applicants, and a coded identifdocument would save a lot of trouble
getting access to criminal justice record;;. he. documents of welfare recipients
were oi led, employers eculd be forbidden to hire them just as they would be for-
bidden  hire illegal aliens’ and conversely, tie" working poor or the occrssionally
cmplowed could be prevented from collecting public benefits open only to "'certified”
welfare recipients, k those .speculations sound extreme., they are only adaptations
of pros*.-.,; practices enhanced by the availability of a national document of entitle-
ment.

o What more formidable method of social centre! could be devised than the removal
of the identity card or. which one's livelihood, or even freedom to walk the streets,
may d.: md, or the ceding of the card to make the bearer ineligible for certain
privilogbenefits, or basic civil rights and civil liberties?

Ifone of these eventualities b intended or even desired by most of those who view

an identity verification system a; the answer to the illegal alien problem. Fail we
have learned - or should have learned - from pa:-;; experience that information
system; are almost invariably p-rverteel from, their origin?*] purposes, and we must
be e.\t:x Iy cautious in establishing a new cno which has such obvious implications
for the .ight of privacy.

It ma'. \ !l turn out that the identity card scheme is a politically unacceptable

solution '(* the illoj.nl alien dik mmn just at ;,resent, but v.e can be sure that the
idea v.ii: no; be completely abandoned. The universal identifier and the national
Fkuit.it\ document will always be attractive and dang erows because they are

Or, mr.plovers might be legally rocjuitvd io report the hiring of any suck, appli-
cant to fare a onry, so that li e»error. would automati*allv be reiaowd from
the we' : > roll"..
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effective: lerliniquos for conlrollpig <nple. When frustrations run hiig‘_
cult problems, it is fill too easy to wr, to "benign” . jV*VICb
control without thought of v.hnt inof.C: -wlut-orss really portend for "

cor lives. /Tl

STATUTE-LAW ON TH: 'SOCIAL SECURITY NUMBER

To counterac! the prevailing nolo of pessimism in these pages, it may be
useful to remind readers of the Privacy.rje-XTt Inal there are still some
statutory restrictions on uses of the Social Security mirnasr sneer the
Privacy Act of 1974 and the Tax Reform Act of 1976. Here is a summary:

1. It is unlawful for any federal, state, or local government agency to

deni"a person any right, benefi;, or privilege provided by law because the
individual refuses to disclose Ids or her Social Security number, except

in the ﬁolSowing circums!.:meos:
=\ 0 an agency maintaining a system of records operating

before danuary 1, 1975, which required the disclosure, under

veiify the person's denIJKI
It. Additionally, as TcWi I by fed;eral

cxc option covers us *s Viy ir»l( n-al
fidiMinistration of fa. «, rno*.ur vc. vatJ re;
JVK general public assistrnee L. ¢ . and

ico- information by a Parefit 1.0C" lor Set

2. in i°equesting d.isndosore ?is ivie! 1
agt ney @ust inform the innj iteal:

0 Whether ciisclo: *ere i:; tuned I&

it. Tty what statute or re .Mint5.

C. wt yse. Will bemiiiid;- i *

0. It fitisdciveanor ED Arse;

d cl(nitre of the t'SN of an in livid;. .

Foa eij: ;ermeanoa nema j>e son to _”l*-f*.':
/EIth”' u-s.e of ids or her e %ii A« fif iy

rilato orpneixaiio:u, am I».si. .
h to e-.e Ft)he S'IK. the? \V>\ iscdosure of
”ﬂ_, but fine's only A te oo

eh ev.'hi.-re. not
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November 3, 1977

Avrum Gross, Attorney General
Department of Law

Pouch K
Juneau, Alaska 99811
Deal' Av.
Jn response Iot Lor receiv from the State Offlce
Alcoholism 8pDrug A use fwrth belp% have reviewed .Mouse Brlﬁ
aws drug abuse in ac-

[I>%9, "An Act revisin
coro‘ance with tﬁe Un%rm Conlrohed Su stances Act."

dn r]e wh%le réo bill is not bad, Il apgears to be 1
atterne ter eral act wrth varrous e.r'eqorjos o
ru S based on their re lative g sical an gsyc olosgrcal do- />
ence avrn an advisory comml Ltco w grssc rccommenda
alons aon to t ommrssroner of Health ol é)cra Services
romu tes regulations) |s probably desirable as -t
llows for flexr 1| y.

Now thenbercerved problem itvis: the committer has a

good mix of bers Why arc th>re no |s Irvrd laLs who are
Involved wrt the r habrlrtatron 0 druq ug f Why ar
thee *no a torneg ?part leular |y those That Witl] ~suc
drug cases)? Maybe oven some*em; [ro;i law en orcement

™ isl. ti,ee i!ie. uii.pkctunilies an« s va i;i ma+; Schedule
drugsi thin in an aitempi by tho las enforcement folks to still
make i'< uflo oi cocaine a very norl us drug offense, |li ilso ate
tempt:” l.o include hashish and hashish oil undei Schedule TI. The
other .ubatances T might agree with being under Schedule if, but
not hashish, hashish oil, and cocaine. It would seem that the
determinations were made on the. basis ol cost in order to include
these ihreo substances under Schedule Il (eupe iia.lly inc mari-

juana is undei Schedule V).

| have some concern lbout the ponnlities .is.out!ined under

Sectron 17.17.250.  While on llie surf ce it woud appear to ho
more enrent than the Present peng liey, with }bresumptrve sen-
tenerng?n erng |ven s |ou% CONS] er?tron bcy the State the-'re-
verse may t serious t reatment orftrons)

am nol opposeg t uttrn a non-addf.cte (?ucf Hfa

engthy . pertod oflime, “but| an opposed t orn te
drvrdual is also addicted and jt: can be shown ho/she was SOil |ng
In order to support their wnhabrt The prosump Live sentence



Avrum Gross," Attorney General 11/3/77
Department of Lay, Pape 2

plan may mean no treatment can be provided until after the prison
term is completed.

Section 17.17.280 is; a throwback to present law; the. "in-
tent to deliver"™ language should io stricken from this section
if the former' section is to have any real meaning-.

Under Schedule I.L, the iinaneial ronaitv tor possession of
cocaine has increased substantially over present taw (although
the prison time is decreased). That might In: okav, except thit
it; would appear to be the rent;11 of high- r Injomo folks getting
caught— and allowing them a subat \ntia.i; fine rather than the em-
barrassment «<{ a prison term oi sul stance. The only problem i

is that if some poor guy gets caugl t, the burden of a $2000
fine might be prohibit ive* Agaiit; cocaine d xmnot belong under
this Schedule category.

J am pleased to S-e lhe :action 'lealing with required
trea tment for addic ts (Section 17.!V.320 U). My only concern
here is that judgebe given tilx optioi of treatment t'aoilittes
(not only lock-ups and therapeutic communities). We have been
dealing with noroin addicts, ii.iv. lhem on melhad uve, and main-
tain strict control. The point in there are many altcrnalLives
poss.ible— and 3 am concerned that Jhorapcutic communities (inosl
of which cannot produce the results desired) would be seen as
the only treatment placement.. .AND PAROLE OFFICERS CANNOT 131
GivuM Tin: rkupom:!bility to maki. thii AcemTP hitiohhrnpatio;-.

Proposed Section 17.17.3*11) says a penalty imposed (or
violation of this eh .ptec is .in addition to, not in place of,
a civil or administral ivc penaliv or sanci ion otherwise author-
ised by law. This would apparent Jy keep in the civil penalty
for lhe possess.!on o! marijuana because il is authorized by
present sialulc, 17.12.1I1H. Tiiis is a real momol+* in that, ii
would permit one to be civilly handted Cor possession ol mari-
juana, but not subject to any prosecution for sale ol marijuana.
Thin section must* exclude marijuana if. the previously mentioned
reduced penalties arc lo make any sense.

This bill is probably more posit:vo. than negative. It
coi't.iinly in positive in its treatment of heroin addicts, and
youth who posseas small quantities of cocaine and marijuana.

There are some ambiguities that will need to be cleaned up to
makes Inis a workable bill, but all3 in all id the proper folks
get on the advisory committee and. il 1ho commisxionor uses
tdno.ir advice wisely, we rhould end up witii bed tor 'awn control-
ling the possession and ;ile of peonibiled substances than alL
tii-” |jm@Si‘ii' | iRe.

ineel eiy,

OOV S
S

Jyrank J. Gold
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FISCAL NOTE

. REQUEST jO £ET>/q
Bill/Resolution No. A ) ’ . .
Tif, An Act revising the Tlaws relating to drug abuse in accordance with
the—Un'fcirm c?ntrolled Substances Actr: — O{) --------------
Requested by Offlnp of thp nnvprnnr Date S zb |l
II. FISCAL DETAIL
Agency Affected Department of Law
Program Category Affected Administration of Justice
Budget Request Unit(s) Affected Prosecution
EXPENDITURES (Thousands of Dollars)
FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
100 PF.RSONAI. SERVICES
7,00 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
S00 EOT UPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL -U - - 0- -0- - 0- - 0- - 0-
FUNDING (Thousands of Dollars)
GENERAL FUND. -0- -0- -0- -0- -0-
FEDERAL FUNDS
OTHER (Specify)
POSITIONS
4
FULL TIME - 0- 0- -0 - 0- - 0- - 0-
PART TIME
TEMPORARY
III. ANALYSIS (See Fiscal Note Preparation Instructions, Section I111)
The proposed bill is designed to implement a comprehensive, revised statutory
scheme to regulate the possession, use, sale and distribution of all abusable
drugs. Certain provisions of the bill will result in an increase in prosecu-
torial activity such as the provisions pertaining to forfeitures, while others
are expected to result in a concomitant decrease. Changes may occur in the
number of offenses charged and in the number of trials. However, it is expecte
that any such changes will require the redirection of present resources, rather
than an increase.
W ithout some experience under the bill, it is impossible to accurately project
either cost increases or cost savings under the bill. Other criminal justice
agencies that will potentially be affected by the bill include the Alaska Court

System, the Department of Public Safety'/ the Division of Corrections, Depart-
ment of Health and Social Services, and the Public Defender Agency.

IV DATE 5-25-77 PREPARED BY DANIEL W. HICKEY, G&IEF PROSECUTOR
APFNirv" Department of Law - Criminal Division

Original: Legislative Finance PHONE -------- 465-342 8-------m-mmmmmememe

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



May 25, 1977

The Honorable Hugh Malone -
Speaker of the House? .

Alaska State Legislature : >
Juneau, Alaska 99811 - . - 2
Dear Mr. Speaker: ooe>

** *7Jt *_ 7 l,- 1 B |*»
Under the authority of art. 111, sec. 18 of the Alaska

Constitution, and in accordance with AS 24.30.060(b)
and the Uniform Rules of the Alaska State Legislature,

I am transmitting a bill designed to implement a compre-
hensive and more rational statutory scheme to control
the possession, use, sale and distribution of illicit

drugs in Alaska through a logical classification and
penalty system.

The bill is u modified version of the Uniform Con-
trolled Substances Act, promulgated by the National
Conference of Commissioners on Uniform State Laws. It

is designed to provide for a high degree of uniformity
among the laws- of the several states and the federal
government thereby creating a network of federal and

state law enabling government at all levels to develop
a coordinated and effective approach to the enforcement
of drug laws. To date, the Uniform Act has been

adopted in at least 42 other jurisdictions.

Alaska's present statutes relating to drug offenses are
confusing and often inconsistent with each other,
particularly in terms of the range of penalties pro-
vided. In general, they constitute a hodgepodge of
individual statutory provisions of varying age that
have been adopted in response to individual problems as
they became apparent. This situation has been com-
pounded in recent years and months by judicial de-
cisions such as those in Ravin v. State, 537 P .2d 494
(Alaska 1975), pertaining to marijuana and, more
recently, in State v. Erickson, Anchorage Superior
Court No. 76-5772 'dr. (December 22, 1976), pertaining
to the classification of cocaine as a narcotic.



Immediately after the Erickson decision, | asked the
attorney general and the'"cosuaissioner of public safety
to raaka a comprehensive review our drug lavs and try
to arrive at a coordinated realistic state policy
toward the classification of drugs and the enforcement
of drug laws. That has not been easy. As | aa sura
everyone recognises, attitudes about drugs in society
vary widely, and trying to reach a position which can

be supported by all elements of the law enforcement
community takes a great deal of time. Ma have spent
that time Extensive conferences have been held

between cambers of the Hetro Unit, other members of
the Department of Public Safety, and the state prose-:
cutor'3 office- Each section of this proposed bill ha3
been discussed and debated at length. I am sorry to be
so late in introducing this bill, but in ny mind it was
critical .that the bill represent a combined law enforce-
ment perspective and | .felt that it was worthwhile to
take the time to reach that consensus.
my- - it - 1 1

The time at which this bill is introduced will make it
difficult, if not impossible, to consider it in depth
this session. There is, however, a perfect vehicle for
its analysis between sessions. The Criminal Code
Revision Subcocunission, chaired by Representative
Gardiner, will be completing their work on the entire
criminal code before the legislature convenes next
January, and hopefully this bill »be handled in an
orderly fashion as a part of that t<-al revision
effort. . o ¥

.. Nv. =. . _ *t . -1 ' *%
W hile tha bill is primarily the product of a series of
working sessions between tha Department of Public
Safety and the Criminal Division of the Department o fe
Law, representatives from several disciplines and
interest groups have bean consulted extensively and to
soma extent have participated in the drafting of thi3
bill. These include law enforcement personnel, defense
attorneys;, pharmacists, scientists, social workers, and
members and ataff of the Criminal Code Revision Sub-

commission. Although oach of the various interests v/ho
have been consulted and involved in tha drafting of the
bill may not agree with each provision in the bill,

there is “neral consensus that overall the bill
constitutes a badly needed and significant improvement
over present statutes. -



Tha main objective and advantage of the Unifora Con-
trolled Substances Act and of thi3 b ill is that it
creates a single coordinated statutory system of drug
control similar to that now in offact at the federal
laval and in at least forty-two other states through
classification of all abu3abla drugs into five
schedules. Each schedule has it3 own criteria in.
relation to tha others for inclusion of a drug based
upon the degree of danger to the public health and
safety which is to be assessed in accordance with a
series of specific classification criteria set out in
the b ill. An additional. saechani3ia is provided for in
the b ill to administratively add, delete, or nova drugs
from one schedule to another by regulation adopted in
accordance with the Administrative Procedure Act.

v 2 * *,*- *€ Tk \we "ol
There are two distinct advantages to 3uch a regulatory
system. Pir3t, persons within the legitimate drug
industry are subjected to essentially the sane
standards and requirements at both the 3tate and
federal levels. . Second, the statutory achene proposed
w ill permit the state to respond quickly and efficien -
tly to changes in tha use and abu3o of drug3 without
repeatedly seeking legislation when more stringent or
even less stringent controls are found necessary and
appropriate. The classification system established in
the b ill will allow, 3ubject to legislative nulli-
fication and in accordance with prescribed standards,
for the administrative inclusion or rescheduling of
substances based upon new scientific findings and the
abuse pattern and potential of a substance after public
hearings.

Another objective of the bill is to establish a closed
regulatory system for legitimate handlers of controlled
substances in order to curtail drug diversion into
illegitimate channels. This system requires, for

example, registration with a designated state agency,
maintenance of records and tha U3G of uniform order
forms in conformity with federal law.

While the b ill does not directly provide for specific
drug treatment, rehabilitation and research programs,
it does provide for registration of 3uch programs and
individuals involved in the handling of drugs for
research, treatment and rehabilitative purposes. Thus,
the b ill explicitly makes education and research an
integral part of the total law enforcement effort with
respect to drugs through creation of a viable research
environment.



From a law enforcement perspective, the bill con-

stitutes a substantial improvement over present
statutes in terms of the classification and penalty
structure, tha linkage it will provide with federal and
other state enforcement systems, it3 forfeiture pro-

visions, and its provisions dealing with a munber of
miscellaneous subjects such a3 forged prescriptions.

Additionally, tha penalty structure of the b ill in-
cludes a comprehensive presumptive sentencing schema
largely patterned after legislation which I submitted
to you earlier this session. This particular feature,
along with a penalty distinction between casual 3alea

of illic it drugs and those which occur in a commercial
context, make the b ill 3omewhat unique among juris-
dict? which have adopted the Uniform Controlled

Substrices Act. The presumptive sentencing provisions
are designed to further rationalize the penalty
structure for drug offenses and to eliminate as much
room for disparity as possible in sentences imposed for
similar offenses committed under similar circumstances.
They are also intended to provide emphasis on tha more
serious offenses under tha b ill 3uch as sales of con-
trolled substances to rainors and “commercial” sales of
heroin, cocaine, and amphetamines.

i **
I believe that this bill represents a carefully thought
through focal point for a comprehensive examination of
Alaska’s drug statutes which, as | have indicated, are
badly in need of revision, I urge your serious con-
sideration of tha bill during the interim and, more
importantly, the subject it addresses, and | trust
that the bill will be of assistance t~> the Criminal
Coda Revision Sobcommission in their consideration of
the subject. Attached is a sectional analysis which
explains individual provisions of the bill in wore
detail. o—=*

*I’- I.I_CV_V Il
' - ./ Sincerely,<

v -U ol < , .4 A
WVo»ox \J V4

Jay S. Hammond
Governor



SECTIONAL ANALYSIS

* Section 1. Adds Chapter 17 to Title 17 entitled the
Unifora Controlled Substances Act.

Article 1. Standards and Schedules.

Sec. 17.17.010. Authority to Schedule Controlled
Substances. Establishes tha commissioner of the
Department of Health and Social Services as the a
droinistrator of the Act* the commissioner, upon the
advice of the Controlled Substances Advisory Committee,
may add, delete or reschedule substances according to
their degree of danger? provides standards for the
committee to use in determining the degree of danger of
a substance, including for example, the abuse pattern
and the biomedical hazard of the substance.

Sec. 17.17.020. Controlled Substances Advisory
Committee. Establishes the Controlled Substances
Advisory Committee, provides for its composition, the
terms of its members and their compensation? sets out
the procedures for adding, deleting, or rescheduling
(reclassifying) substances in the schedules.

Sec. 17.17.030. Nomenclature. Provides that a
substance i3 not to be excluded from the schedules if,
for example, its trade name differs from the chemical
designation in the schedules.

Sec. 17.17.040. Schedule 1. Establishes Schedule
I substances as those having the highest degree of
danger; Schedule | presently includes, among others,

opium, codeine, herein, morphine, methadone, and their
derivatives.

Sec. 17.17.050. Schedule 11. Provides that
Schedule 1l substances are those leas dangerous than
the substances in Schedule | and more dangerous than
those in the other schedules? Schedule Il presently

includes amphetamines, coca loaves, and their deriva-
tives.

Sec. 17.17.060. Schedule 111. Establishes
Schedule 111 3ub3tances as those more dangerous than
those in Schedule Il but not as dangerous as the sub-
stances in Schedule IV? Schedule 111 presently includes

barbituates, hallucinogenics and their derivatives,
barbitol and phenobarbitol, and small amounts of
codeine, morphine, and opium combined with other in-
gredients in recognized therapeutic amounts, and
hashish and ha3hish oil.
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Gee. 17.17.130. Revocation and Suspension of
Registration. Provides the standards tinner which a
registration may be revoked or suspended and the
procedures for disposition of the registrant's con-
trolled substances during revocation or suspension
proceedings.

Sec. 17.17.190. Order go Show Causa. Establishes
procedures tha commissioner mu3t follow before denying,
suspending, revoking or refusing to renew a regis-
tration? provides that the commissioner may suspend a
registration without complying with these procedures if
imminent dangar to the public health or safety warrants
immediate suspension.

Sec. 17.17.200. Records of Registrants. Sets out
the requirements for record keeping by registrants.

Sec. 17.17.210. Order Fopas and Prescriptions.
Adopts federal law dealing with order forms'and pre-
3criptions.

Article 3. Offenses and Penalties.

Sec. 17.17.250. Prohibited Acts A? Penalties.
Prohibits the unauthorised delivery of controlled
substances to minors? provides maximum penalties and
presumptive sentences for violation of thi3 section
according to the schedule of the drug with respect to
which the violation occurred.

Sec. 17.17.260. Prohibited Acts B; Penalties.
Prohibits the unauthorized' manufacture of controlled
substances? provides maximum penalties and presumaptive
sentences for violation of this section according to
tha schedule of the substance with respect to which the
violation occurred. ‘- Semmlyt"

* * * I

Sec. 17.17.270. Prohibited Acta C; Penalties.
Prohibits the unauthorized dellvery and possession for
delivery of controlled substances under circumstances
manifesting an intent to deliver controlled substances
as part of an ongoing commercial enterprise or to
deliver controlled substances to tan or more persons;
provides maximum penalties and presumptive sentences
for violation of the section according to the schedule
of the substance tfith respect to which the violation
occurred.



Sec. 17.17.230. Prohibited Acts D; Penalties.
Prohibits the unauthorised delivery of controlled
substances and possession with the intent of delivery;
provides maximum penalties and presumptive sentences
for violation of the section according to the schedule
of the substance with respect to which the violation
occurred.

Sec. 17.17.290. Prohibited xlcts B; Penalties.
Prohibits possession of controlled substances except
where authorized by the Act; provides maximum penalties
and presumptive sentences for violation of the section
according to the schedule of the substance with respect
to which the violation occurred.

Sac. 17.17.300. Prohibited Acts P; Penalties.
Prohibits knowingly keeping a structure used by persons
in violating thi3 chapter; fraudulent use of a regis-
tration number, obtaining controlled substances fraudu-
lently, furnishing false information in a document
required by the Act, refusing entry for an inspection
authorized by the Act, and recordkeeping violations;
provides penalties for these violations.

Sec. 17.17.310. Prohibited Acts G; Penalties.
Prohibits public use and display of marijuana and use
of marijuana while driving; provides penalties for
these violations; provides that possession of marijuana
for individual use i3 not unlawful, nor is distribution
to persons 19 years of age and over of less than one
ounce of marijuana ~or no remuneration.

Sec. 17.17.320. Sentencing. Set3 out sentencing
procedures for persons convicted of a violation of the
Act including the circumstances where the presumptive
sentence should be imposed? provides factors which may
aggravate or mitigate the presumptive sentence and tha
procedures for establishing aggravating and mitigating
factors7 and provides that a person convicted of
possession of a controlled substance who i3 addicted to
a controlled substance may be sentenced to undergo
treatment in addition to or instead of a fine or
imprisonment.

Sec. 17.17.330." Subsequent O ffenses. Provides
that the presumptive sentences for repeat offenders

under the chapter are higher than for first offenders.



Sec. 17.17.340. Penalties Under Other Laws.
Specifies that the penalties under this Act are in
addition to any civil or administrative penalties
imposed by law.

Sec. 17.17.350. Bar to Prosecution. Provides
that if a person is prosecuted fcv another state or the
federal government for an act which also violates thi3
Act, acquittal or conviction in the other jurisdiction
bar3 prosecution in Alaska.

Article 4. Enforcement and Administrative
Provisions.

Sec. 17.17.330, Cooperative Arrangements and

Confiden tiality . Allows the commissioner of health
and social services to cooperate with other state and
federal agencies in data collection, information

exchange, and training.

Sec. 17.17.390. Forfeitures, f caout the
property which may be forfeited and t*e conditions and
procedures for seizure of property subject to for-
feiture under the Act? sets out the procedures for
disposing of forfaited property.

Sec. 17.17.400. Burden of Proof; Liabilities.
Provides that the state need not negate an exemption or
exception under the Act in any pleading or proceeding
under the Act? provides that no liability is imposed by
the chapter on an officer carrying out his or her
duties.

Sec. 17.17.410, Judicial Review. Provides for
review by the superior court of administrative de-
cisions made under the Act.

Sec. 17.17.420. Education and Research. Requires
the commissioner of health and social services to
encourage education and research in the field of drug
abuse, and empowers the commissioner to establish
research projects and educational programs.

Article 5. General Provisions,

Sec. 17.17.900. Definitions. This section
defines terms used in the chapter.



* Sec. 2. Amends the definition of "unpro-
fessional or dishonorable conduct™ in the licensing
provisions for physicians to conform with the pro-
visions of the Act*

* Sec. 3. Amends AS 03.80.470, regarding
licensing of pharmacists, to conform with the pro-
visions of the Act.

* Sec. 4.. Adds the duty to administer the Act to
the duties of the Department of Health and Social
Services under AS 44*29.020.

* Sec. 5. Provides that offenses committed before
the effective data of the Act do not abate as a result
of passage of the Act but that penalties in the Act
\*hich axe less severe than those under prior law will
apply to these offenses; provides that forfeiture and
administrative proceedings begun before passage of the
Act are not affected by the Act; requires the com-
missioner of health and social services to initially
register under the Act persons licensed under present
state law.

* Sec. 6. Provides that all administrative orders
issued and regulations adopted under a law affected by
the Act and not in conflict with the Act shall continue
in affect until modified,, superseded, or repealed.

* Sec. 7. Repealer.






Committee on Judiciary S V7>

MEMORANDUM
SUBJECT: Legislation on Fishermen's Fund
TO: Avrum M. Gross, Attorney General
FROM: Representative Terry Gardiner, Chairman

House Judiciary Committee

As you know, acting on advice from your office,
the legislature amended AS 23.35.060 last year to provide,
in effect, that holders of commercial fisheries entry per-
mits need not purchase commercial fishing lie .nses and to
provide as well that an amount equal to what would have been
dedicated from those revenues to the Fishermen's Fund would
be derived instead from the permit fees. 8§88, 15, and 16,

ch. 105, SLA 1977.

This year, we have been considering ways in which
to have the income, i.e., interest, from the fund deposited
in the fund. This has never been done, but Assistant A ttor-
ney General Pegues has advised us informally that, as a gen-
eral rule, income from a dedicated fund is the same as in-
come from a trust fund, and it should either be spent on the

fund's purpose or deposited into the fund.

Mr. Pegues has also advised that our attempt to
substitute a dedication of a portion of the fees for entry
permits for the amount of the dedication eliminated from
license fees is probably invalid under the constitution.
Alaska Const., art. IX, 87. There was certainly no inten-
tion to eliminate the amount of the dedication. All that
was intended was to eliminate what was, in effect, a double
fee for holders of entry permits and still retain the amount

of the dedication.

Mr. Pegues has suggested that legislation is pro-
bably the cure to both problems. This is to request that a

bill be drafted for the committee which would accomplish

that result.



Fiscal Year

1963-64

1964-65

1965-66

1966-67

1967-68

196S-69

1969-70

1970-71

1971-72

1972-73

1973-74

1974-75

1975-76

COMPARISON OF FUND BALANCES,

July 1

Starting

Balances
$ 242,585.96
23S5.717.17
268,959.96
315,561.91
331,391.94
364,638.54
396,238.15
472,50S.05
475.6S4.00
480,030.00

535.379.00

575,715.00

592,757.00

FISHERMEN®"S FUND

Receipts
$ 114,213.
126,938.
139,767
160,317.
193,290.
195,672.
219,141.
205,254.
184,000.
243,294.
210,198

1S5.016

00

15

.00

00

00

00

00

00

00

00

.00

.00

214,950.00

Disbursements

$ 118,081.

96,695.

93,165.

144,486.

160,043.

164,072.

142,871.

202,078.

179,654.

184,945.

172,862

167 ,974.

RECEIPTS AND DISBURSEMENTS

79

36

05

97

40

39

10

02

00

00

.00

00

139,309.00

June 30
Ending
Balances

$ 238,717.17
268,959.96
315,561.91
331,391.94
364,638.54
396,238.15
472.50S.05
475.654.03
450.C30.00
533 ,379.00

575 ,715.00

592,757.00
617.798.00



REQUEST
liill/Rfsolution No. HOUSE BILL NO. 582
Title Bill rclatintj to Fislfernib.i's FtindFitTe. d-77-003.-/8

Requested by ISovernor o Arr— Ti-TO-r/-
I. FISCAL DETAIL
Ayoncy Affected Labor
Program Category Affected porker J'>'Otcciion_
Budget Request Unit(s) Affected'FiThermcriYl'uncf
FXPFN'DITURFES  (Thousands o! Dollars)
FY 77 FY7K FY 79 __FYJ D FY 81 FY 82
Vj.o__ pjjdi.SGN/riLiidiii.viClis... . -0 - L I I r-JLa
200 TRAVE1 . 3-0 3,3 4,0 1*5
850  CQiS.TKACXUAN .oov vnne... ) -0 - -0 -0 -7 279
mQ _COMMCDJ"illiS___ el Mo NTT s 17T
EQUIPMENT b 0 - o T -
£.00  IAND A—SI:IRUCTURES - s - o't m “fo Lo -
m _ <iHANT sxLdlia anis, 0. 21.1 *75.-1 "29.4 < 33.4"
TOTAL 25.0 30.0 35.0 40.0

vIWgTtfm"CosHrOTily - Trave I"for transporting inj trod fi.;h rmen. Commodi t&s = for prescr i|

J:1.LNI)INC  (Thousands of Dolliis) fions. Atants..?* C.loiTd - Medical c<sls #% Conva lescence.
JIBFRALJIUN Lo ..
FFDFRM 1t\N _ -—
OTIIHR  mailv 5 257000 30.000 ™ ,0(50 40,000
iKlecl " iTin™"JTTRun s runxl|

*0SI1'1oNS
i "i 1 TLNUI -0 - -0 - -D - -0 -
PAKJ Tl.le - tr~ -0 - -0 m B
[I"MI'ORARY -0 - D - -0 .

1. ANA! VSIS (See fiscal Note Pivp.ii.ition Im.liticlioits, Section Ill)

Ivo years aqo the Attorney (ieneralls Office ru Qil lhal the "terri torial wa tors"
ol tiie state i.s limited to three miles seaward In the two Yfirs experience
approximately $10,000,0f claims have been deni d by ! is (lortren"s iund. Ifowi ; ver,
we do not believe this is an accurate history ecau ;o T tow!oil jo (t the law has
stopped many claims from being filed.

It. is our experience that the additional area will briny more large claims as
those occurring on the high seas tend to lie more serious in nature. Therefore,
wo are estimating that the program costs could rise as much as $25,000, in FV 79
and $5,0uQ,each succeeding year, travel indicated above 1is to transport the in—
jured Ulishemu-n to medical facilities and return to his boat or homo, which ever

meets his needs.

Brace H. Wilson

12-5-/7 .
V. DATI PREPARFI>BY  rabor 1 ishiMiifeir  wiin
AGENCY .. / A1/
Original: Lerislative Finaiuv PHONE '
cc: I". .lgcl and Management

I*:iin* Sponsor (I itsl | ofislitoi N.imod)

22 rjl (Kov. 10/70)



January 10, 1978

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 11l, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b) and
the Uniform Rules of the Alaska State Legislature, 1 am
transmitting a bill relating to the fisherman's fund.
Under the benefit provisions of the fisherman's fund as
they currently exist, AS 23.35.010 - 23.35.150, an

injured or disabled fisherman is only entitled to receive
benefits if the fishing-related accident leading to his
injury or disability occurred ashore in Alaska or within

"the territorial waters of the state"™, which extend only
to the three-mile limit. In recognition of the facts
that many Alaska-licensed fishermen fish offshore from
Alaska but beyond the three-mile limit and that the
federal government has now extended its fisheries
jurisdiction to 200 miles offshore, 1 am proposing that

AS 23.35.070 be amended to extend benefits to cover
fishing-related accidents that occur inside Uie 200-mile
fisheries conservation zone established under the Fishery
Conservation and Management Act of 1976, P.L. 94-265.

Sincerely,

Jay S. Hammond
Governor
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Plain English used in New York laws

() What does the bill do? The b|II requwes all
consumer contracts to be: (a) written in plain
English; (b) appropriately divided;' (c) properly
captioned. . %, .

“( What is a consumer contract’? A consumer
contract is an agreement:about money, goods or
services valued at less*than $50,000. rve \#

a “When does the billtake effect? The bill takes
effect on June 1, 1978” /

" “1 approve the bill..(Signed) Hugh Li' Carey, State
of New. York .Executive Chamber, etc...”: " .
v"Miracte - of miracles fin the world of'financial
bafflegab,1New 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
English. Marvel of marvels in the world of state
politics, this bill, introduced by an upstate New York
Republican, Assemblyman .Peter Sullivan, was
recently approved*l by; the-’ Democratic State

represents one of the few..times the tactics ‘off-the;;

opposing |obbyists bbomeranged by enhancing, the
fight's dramatic value. The issue: a single assem-
blyman battling organized forces defending* in-
comprehensible contracts designed ' primarily to
protect the sellers and their lawyers while in-
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.un-
derstand the contracts you are signing, the bargains
to which you are agreeing. -

A 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
when you buy mostmajorbig-ticket products or ser-
vices? Obviously not. The terms of the agreement are
pre-printed, often in type too small to be read without
a magnifier. You have no choice about these agreed-
upon terms if you want to buy the item atall.  /

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. - A U T 0O j!

As for the provisions, often they are written by a
Iform company and included in a standard form
written with the goal of appealing .to the W|shes of the
buver of the forms. V.
\ (New-York’s law;/as Carey’s own. hlstorlcally
\imple document of approval stated, will not become*

. - _ *
Effectiye until rﬁgg 19768__ + —

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 |
could comprehend! o e

This argument actually was the admission thaf
boomeranged. . For if consumers are signing
agreements every day-which—couldn’t’be undefstood
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 the
comprehension of anybody but the lawyers?

The unsuccessful, intensive, behind-the-scenes
scramble to stop Sullivan and his. Plain English bill
attracted far more attention than would have mere

iproposal. Thus, the result is certain to
more similar laws in states across the

This time, the federal government might look to
New 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 > AV DAY,
N - - A L,

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,

, have won—and with Sullivan’s law, we are pointing
the way.
N

jL
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The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99011

Dear Mr. Speaker:

Under the authority of art. 111, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b) and

the Uniform Rules of the Alaska State Legislature, 1 am
transmitting a bill relating to the use of plain language
in residential leases and consumer agreements. For too

long people have been unnecessarily subjected to
technical jargon and convoluted sentences often making
the documents virtually incomprehensible.

This bill would require the use of clearly written, non-—
technical language and a clear sequence and labeling of
the sections of those leases and agreements. The bill

would not apply to leases and agreements involving

amounts in excess of $50,000.

The bill does not conflict with existing substantive lav?.
It add.resses form only, and 1its purpose 1is to render
consumer agreements more easily understandable. This
bill is based on ch. 747 of the Laws of New York 1977. As
in the New York law, the enforcement mechanism is written
to avoid disruption of commerce but to provide double
damages plus $50 when a party to such an agreement is in
fact injured and the agreement was written in violation
of these requirements.

The effective date of this bill 1is January 1, 1979 so
that persons affected by these new requirements will have
time to revise their leases and agreements.

Sincerely,

Jay S . Hammond
Governor
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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 ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:
* Sectionl. AS 45.45 is amended by adding anew section to read:
ARTICLE 6. CONSUMER AGREEMENTS.

Sec. 45.45.250. FORM. (@ 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. !

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

M N N L.\ N
in excess of » 0 . O q&&. (KP&D /

(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 (@) 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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* Sec. 2. This Act takes effect on January 1, 1979. (

but not after both parties to the agreementhave fully performed their
obligation under the agreement, nor againstany creditor, seller, or
lessor who attempts in good faith to complywith this section.

() A violation of (a) of this section does not render an
agreement void or voidable nor does it constitute:

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

agreement; or

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

agreement.

'S~\>
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"TT READ A CONTRACT BEFORE YOU SIGN IT, No bit of advice is more

hasic than that—and, often, no adyice is more futile. For the standard

lan uaqe of contracts Is not standard English. It's frequently a legal

gob leilygook hancled down from one géneration of lawyers to tfie next.
uzzlln[q Or.confusing jargon leaves corisumers unsure about their rights

and ob |g1at|_ons undér-a Contract.

But hélp ison the way. . _ L

In New York last year, a bill passed by the Legislature requires residential
leases and certain corisumer contracts to be written inwords of common and
ever¥day meaning. Other states appear to be in no hurry to follow New York,
and there's a move afogt in New York to delay or re’oeal the law. (Or, asa
New York Times headline-writer put it, tongiue_ firmly in cheek: “Plain-
Language Law Facin AmendatorY Relegislative Proceedm%.")

. But even without state laws, the Tot of the contract-signer haa 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.

ther organizations are returning to the motfer tongue. The Blue
Cross Assoclation has announced that South Carolina Rlue Cross and Blue
ShiJd has rewritten all 33 of its standard nongroup palicies and group
booklets into nontechnical lanquage; that Virginia "blue" plans have
rewritten some policies in plainEnglish; 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 everyda Ennglsh—and even
pretested it for comprehension. Chemical Bank in New York has rewritten
its Master Charge Card agreement in simple English. _

'flic Insurance Service: Orqanlzatlon,,an mdu_st%group with about 1G00
affiliated companies, has devéloped a plain-F.nglishhomeowners policy for
Insurance companies. These arc now available’in several states. So isd
simplified nulo-insurancc form. S o

ther insurance companies are makmgi similar c_:hanges In their forms.

The Federal Government is helping, too. President Carter has issued an
order re1qumng that executive department requlations be written simply. and
Clearly. The EmpIoKee Retirement Income Securlt)( Act (ERISAJ reqires
that covered plans he described "in a manner calculated to be understood
by the average plan participant,” The I\/I_agnuson-l\/loss Warranty Act
réquires that”consumer warranties be written in “simple and readily
understood Ianguag%e. _

. Consumers sureY have a right to understand what they're asked to
\s/{,ca]n But don't confuse an understandable contract with a /(r contract,

lle 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 cari préss for changes
In meaning as well as In language. :
—Rhodu H. ICarpatkin. Executive Director
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DOES A FRUIT-RIPENING BOWL
REALLY DO ITBETTSa?

Most fruit is picked before it is ripe, so
it will survive the rigors of shipment,
Much of it is still unfipe when you get
it borne, What's the best, wa?/ to ripen
the fruit? One way is to simply ?ut itin
an_open bowl. Arother way s to store
Itina Perforated plastic bdg (you can
punch the holts with a fork). _

.~ Still anather way is to keep the fruit
in one of the clear plastic fruit-ripening
bowis that recently came on the mar-
ket. These vented,” pear-shaped affairs
(see photo) aresupposcd tq ripen fruit
(1U|ckly yet preserve its, juiciness and
flavor.”Do they do the trick better than
the plastic bagior 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
Bow (BIue Anchor Inc., Sacramento)
which, at the time CU" purchased
samples, was available by mail for $1o.
Despite the sizable price”difference, the
two bowts are almost identical,

The fruit-ripening bowl* nre sup-
posed to provide a special environment
aaid the ripening, After fruit is picked,
It continues fo "'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 scfape_ through their
vents. (A perforated plastic bag provides
a similar'scmicfoscd environment.)

We tested the new bowls acI;amst an
open bowl and against perforated plas-
tic bags, using avariety of unripe fruits.

(R dabieivare=aaiauatad at 100m
Wiis: .,‘N




(Alaska jitate ~gtslatars

House of Representatives

Committee on judiciary Pouch v
State Capitol
Official Business “Aprx'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 briefed me on CSSB 488, which passed the Senate
this dato by a vote of 18-0. It is patterned after New York"s
"Son of Sam"™ statute.

The bill 1is 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 would go to the
Violent Crimes Compensation Board for deposit in an escrow

account. The board would make as much money available 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
family.

The CS transfers the Violent Crimes Compensation Board fr~m the
Department of Health and Social Services to the Department of
Public Safety. Sen. Ziegler said this was done because the board
did not have access to confidential DPS files and information,
to which they will have access as an arm of Public Safety.
Commissioners Beirne and Burton have endorsed this transfer.

The CS also deletes a section of the original bill which would

have required publication in newspapers of general circulation that
money from this source 1is available to victims of violent crimes.
Sen. Ziegler said i1t was felt that this requirement is not needed
in Alaska because the state is not burdened with the large
population which would be affected in New Y. rk or other states.






POUCH 6-650

Municipality ANCHORAGE, ALASKA 99502
of (907) 274-2525
GEORGE M. SULLIVAN.
Anchorage 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 1is presently in your committee.

The Municipal Health Commission is a 33 member, community based group of
concerned citizens. The Commissic ~ %ws 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



10.

11.

12.

LEGISLATIVE REVIEW & RECOMMENDATIONS
OF THE MUNICIPAL HEALTH COMMISSION 1

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

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.

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.

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

HOW MUCH DOES IT COST? Unknown.
IS IT DIRECTED TO A SPECIFIC GEOGRAPHIC AREA? No.

IT IS DIRECTED TO A SPECIFIC GROUP? Yes.
WHO? People operating a motor vehicle in the State of Alaska.

WHAT ARE ITS STRENGTHS? 1) Reduces court hearing costs by reduction in
number of litigations, 2) May reduce cost of motor vehicle insurance,
3) Is a more efficient way of dealing with insurance.

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.

IS THE IDEA NEW? No.
ARE THERE PRECEDENTS? No.

HOW WOULD THIS BILL AFFECT THE ANCHORAGE HEALTH SERVICES PLAN? Would
strengthen the planby resulting in fewer people receiving medical care from
public funds due to injuries incurred in a motor vehicleaccident.

WHAT IS THE COMMITTEE®S RECOMMENDATION? That HB 594 become law with the
condjtion that the Motor Vehicle Division develop mechanisms for enforce-
ment or the required personal protection insurance coverage.
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Vi March 14, 1978

Honorable Terry Gardiner
House of Representive
Pouch V.

Juneau, Alaska 99811

Dear Representive Gardiner:

Last week 1 became aware of the Committee Substitute for House Bill 615 that
proposes the arrangement of an "insurance pool™ 1in 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! <AL - s'ocoV c ] i n

AN 0:\ We\ GJIAISAWT

During the last two days SEACAP has tried to reach our Board Members repre-*
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 in—
surance scales.



In summary, let me say that providing for sufficient Fire protection in South—
eastern Alaska is something that the local governments are continually striving
for and as fire departments are upgraded, hopefully rates of insurance will de—
crease. At present, that is not the case and therefore any Legislative Act de—
signed to equitably apportion the net loss of operating an insurance pool to re—
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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I. SUMMARY OF THE PROBLEM

"
This report examines the apparent non-availability of rural
dwelling insurance in the normal market. From conversation
with the Director of Insurance, company representatives, and
agents and brokers, it has heen determined that the majority of
rural dwelling insurance is written by surplus line companies.
These surplus line companies are unregulated, and primarily
provide insurance to hig™ risk exposures who cannot be placed
with a licensed insurer. The surplus line carriers routinely
surcharge rural dwelling policies 1% to 3% of standard
bureau rates.l1 Evidence indicates that the majority of these
are surcharged at 3% and that this is excessive.

The standard companies major complaint against writing bush
dwelling insurance is that the rate is inadequate due to:
1)  High Replacement Costs
2 High Cost of Adjusting Claims
3)  Lack of Uniform Building Codes
4)  Lack of Adequate Fire Protection

These complaints are legitimate to the extent that the cost of
insuring rural dwellings may be higher than the cost of in-
suring urban dwellings. However, there are indications that



the overall rate level of standard companies is excessive and
that the surcharge levied by the surplus line carriers is also
excessive.

Table 1 shows the total premium volume for admitted and surplus
carriers operating within Alaska. The data indicates that over
the past five years the surplus line companies have heen writing
an increasing share of the Alaska fire insurance market. Be-
tween 1972 and 1976 there has been a 450% increase in the
volume written by the surplus line carriers. In fact, by 1976
the surplus carriers enjoyed nearly one-third of the total fire
insurance market. This increase indicates a tightening of the
market and the increasing non-availability of fire insurance
from admitted carriers.

TABLE |.?2
Alaska Fire Insurance Written Premiums
Total (Admitted 5 Surplus)  Surplus  Surplus as %of Total

n B -

Totals $51,298,508 $9,979,306 19.5
Insurance Report 1972-76, 1/21/77, R. Rainery.

Table 2 summarizes dwelling fire insurance premiums for com-
panies reporting to the Insurance Services Office (1.5.0.).
The 1.S.0. is the main statistical rating bureau for property



and casualty lines in Alaska. Table 2 represents over 9% of
the total market as most companies subscribe to 1.S.0. fire
rates. For the five years shown, dwelling fire insurance has
been very profitable. The balance point loss ratio for fire
insurance is 56%” This means that a company can have a loss
ratio of S and still maintain an underwriting profit.

Table 2 shows that for policies written in areas with some fire
protection (protection class 1-8), companies have maintained a
216% profit margin, and a 365% profit margin in areas with no
fire protection (protection class 9 and 10). Normally, companies
calculate rates based on a @oprofit margin.

TABLE 2.4
ISO Dwelling Eépaenr&%r}gelzlcr%m iol?it(i;?/n - Protection
Protected (Classes 1-8) Unprotected (Classes 910)
Earned Incurred koss Earned Incurred 0SS
Premiums Losses atlo  Premiums L0sses atlo
Bum ompwomn oum g
EOEDEE M pe MW N I

2,557,667 1033552 404 2775960  71)7,238 « 255
ISO 1976 Statistical Report, Personal Lines
(
Table 3 shows the relativities for different protection classes.
Relativities adjust the premium either up or down in relation
to a base premium. Here the base premium is figured for protec-
tion class five. The current relativities, that is those



currently being charged, show that an insured with a dwelling

In protection class 3 pays approximately 7@6 of what a person
with a dwelling in an area of protection class 5pays. For a
person in protection class 10, the price for insurance is
approximately 268% of that for protection class 5 The indicated
relativities are the relativities based on the actual experi-
ence. This means that the rates for protection class 3 should

be 7.9% higher than for protection class 5 The rates for
protection class 10 should be 348% higher, rather than 165%
higher than the base rate for protection class 5

TABLE 3.5
ISO Premium Relativities - Dwelling Fire - Frame Bldg
, Statewide Current Statewide [ndicated
Protection Class Relativities Relativities
1. 07
% &
: b L
1.
Ay 1

@h@

1

ISO Fire filing of June 7, 1977

It is difficult to draw any concrete conclusions from this
data, but the evidence indicates:
* There is an increasing problem of fire insuiance avail-
ability within the normal market.
* The standard rates currently being charged are excessive.
* The surcharges levied by the surplus line companies are

exXcessive.,



[, INTRODUCTION TO THE PROPOSALS

The Interim Committee on Insurance has developed three possible
solutions to this problem. These are:

* Open Competitive Rating

* Establishment of a Rural Rating Territory

* FAIR Plans and the Development of a Rural
Property Insurance Pool

The first proposal, open competitive rating, allows for prompt
adjustment of the rate by the insurance companies. The concept
of open rating is tied to insurance regulation, and the fact
that Alaska is a prior approval state. Prior approval means
that the insurer must submit an annual rate filing for each
line of insurance, and that filing must be approved by the
Director of Insurance. The insurance industry argues that
prior approval has introduced rigidities into the market and
increased the availability problems for certain lines of
insurance. The industry further maintains that if they were
allowed to adjust their rates to reflect underwriting results
as they occurred, this would increase their willingness to
write policies for marginal risks. This report briefly sum-
marizes the affect that open competition has had on price and



availability for auto and property insurance in New York. The

conclusions were:
* Competitive rating did not substant|ally influence the
[l JJ |ns ranc% as price remains a function of
B dpervvrm ng resd ts an company operatmg expense.
*Com et|t|ve raw have vorable impact on.the
ation. of York's FA ? and reg (?ln more
g?pt 0se risks be|ng msureo\ nﬁ) He standaréI market.
* Competitive rating allowed Hreater ran%e of ratﬁs by

Iessenln% the adherence to eay rates f most t
companies writing insurance In the state.

The second proposal calls for the establishment of a rural
rating territory. Currently the Insurance Services Office has
divided the state into two rating territories. These are
Southeast Alaska and .the rest of the state. ” The committee has
proposed that the ISO create a third rating territory, rural
unprotected Alaska. The present situation results in the same
ate being charged for property insurance in Dillingham as in
Anchorage. The effect is that standard insurers will not write
property insurance in Dillingham or any of rural Alaska. The
creation of a third rating territory would allow for the even-
tual development of a non-discriminatory adequate bush rate and
avoid the problem of creating a subsidy between urban and rural
Alaska.

The third proposal is the development of a rural property
insurance pool. The pool has been hased on the concept of a
FAIR plan. FAIR plans are a type of residual market mechanism



which operate in much the same fashion as an assigned risk
pool. If a homeowner is unable to obtain insurance from a
standard insurer he may apply to the pool. If the dwelling
meets the underwriting criteria set forth by regulation, the
dwelling would be insured by the pool. There is one basic
difference between FAIR plans and assigned risk pools. In an
assigned risk pool, each risk is assigned to a particular
insurer. With the FAIR plan, the total experience of the pool
is distributed between all the insurers operating within the
state, based on the percentage of the market which they write
for that particular lien. Although the rural property insur-
ance pool is similar to a FAIR plan, the committee has made
some significant changes. These are:

" BB "Bl e SRS A o el 05 DRSS
FAIR plans are subject to.

* The pool will be self-rating.

* The pool will oply operate in a specific geographic area
nameqy the ruraHan%g terrltory.IO Jeograp

A fourth alternative is being considered by the committee and
this is the formation of a bush mutual, however it has not been
included in the body of this report. A bush mutual would in-
volve incorporation of groups or entities for the purpose of
writing insurance policies. The mutual would have to he allowed
to begin writing insurance policies with an amount of surplus
which is below that normally required of an authorized mutual
insurer. Initial capitalization would be provided by payment



on the policies and a fee assessed based on the amount of the
policy. The fee wou\ 1be refunded or credited to a policy
after the mutual achieved financial stability.

Legislation has been drafted, or is being drafted for the open
competitive rating law, the rural property insurance pool, and
the bush mutual. A Resolution was drafted directing the
Director of Insurance to disapprove any rate filing which did
not incorporate a rural rating territory which provided for a
non-excessive bush rate,



A, Open Competitive Rating Law

Introduction

Rate regulation has been the focus of increased attention by
both insurers and regulators. The issue dates back to the
McCarran Fergurson Act which essentially exempted the insurance
industry from the Federal anti-trust laws. After passage of
the McCarran Fergurson Act, virtually all states began to requ-
late insurance rates. The laws varied from state to state, but
many were based on a model bill drafted by the NAIC. This bill
allowed the use of rating bureaus, and said rates were to be
regulated so that they are neither, "Excessive, inadequate, or
unfairly discriminatory."OHowever, the bill also said that
membership in a rate bureau is not mandatory, and those companies
that are bureau members may even apply for deviations from
bureau rates.

At the time of passage of the McCarran Fergurson Act, the
insurance industry was strongly in favor of exemption from the
anti-trust laws. In fact, this exemption was absolutely nec-
essary if the industry was to continue the operation of assigned
risk pools, and other pooling arrangements wher« it is necessary
to fix a rate. The correlary to exemption from the Federal
anti-trust was rigid state regulation. The industry maintains



this has caused certain irregularities and rigidities in the

market, and increased the availability problems with certain

types of insurance.0 According to the insurance industry, the
end result has been a situation where a risk which is slightly
worse than average often receives a much worse rate through a
residual market plan such as an assigned risk pool.'10

Alaska is a "prior approval® state. This means that companies
writing in the state must submit annual rate filings to the
Division of Insurance, and must then be approved by the Director.
|f the Director deems a rate filing excessive, the company must
re-submit the filing. It must be approved hefore the company
implements the proposed rate change. Companies may file
separately or subscribe to a rating bureau.

Prior approval is the most stringent type of state regulation.
Industry maintains that prior approval has hampered their
efforts to effectively market insurance by not allowing the
companies to promptly adjust their rates. Generally, a company
will reevaluate rates being charged for a particular line and
find that it is either too high or too low. In either case,
under prior approval, the company must wait until the end of
the rate filing period to adjust the rate. The affect is that
if the rate is excessive the company may be undercut by another
company who has filed for a lesser rate. [If the rate is too
low the company will restrict its underwriting to curb losses,
thus aggravating the problem of availability.

-10-



The issue becomes a problem for rural Alaska in that most
standard companies have simply excluded this particular segment
of the market. Companies feel the rate is inadequate. As
pointed out in the introduction, this may not be the case.

With open competition allowing companies to more promptly
adjust rates, it is possible that the availability problem may
be eased in the standard market. However, underwriting con-
siderations such as the lack of fire protection and uniform
building codes, also are key factors in the reluctance of
insurers to write rural dwelling insurance. These factors may
be of such significance that rural dwellings may be excluded no
matter what type of rating law is used.

Open Rating in New York
In 1970, New York, at the recommendation of the Insurance
Department, passed a competitive rating law. The law replaced
the prior approval law which previously had heen in affect.
The competitive law:

* Reqdwred that insug (f

INa equate or un
statut P/ prlce stan

appro

R
¥ds t%at eXIS

s om0 oo

al
cert an %) roh T
aav?r Wit Pr ipitions and penalties parall
-trust faws,
* Eliminated the neea for the% Hsurance Department to
approve rates in advance of their use In the marketplace;

* Provided for. continuous monltorlnq 0f competmon and for
the ralon osition of prior approval where competition was
deemed Inadequate to restrain excessive prices, or where

<'>cn
O D
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deftructive,competition resulted in price wars and in-
solvencies .

Open competition was expected to influence both the price and
availability of insurance. Price is basically a function of
underwriting losses, company expenses, and profit. Although
open competition was not expected to affect underwriting losses
a long term beneficial impact on price was anticipated through
the encouragement of independent pricing, thereby providing
market incentives to hold down the expenses and profits. In
the short run it was expected that open competition would allow
for more responsiveness in adjusting rates and a wider range of
rates thus increasing the availability.

Price:

Figure 2.1 shows the percentage change in the cost of automo-
bile liability coverage during the period of prior approval,
open competition, and the return to prior approval with the
enactment of no-fault. The changes are compared with the
changes in th" New York consumer price index, the change in
weekly wage for New York production workers and New York
medical cost index.

The figures shown in Figure 21 superficially suggest that open
competition has kept the price of auto liability coverage down
as there was an annual increase of only 21% during the four

_19-



years of open competition. This is far below the 181 recorded
with the return to prior approval and the passage of no-fault.
What the figures do not show is that the return to prior
approval coincided with a drastic deterioration in underwriting
results, and a temporary rate freeze. The rate freeze produced
a price backlash which further escalated cost. When the rate
increase under the four years of open competition (1970-1973)
are averaged with the three years of the transitional prior
approval (1974-1976), the average annual rate increase is 83%.
During the same period, the period the Consumer Price Index
rose 7.1% the average weekly earnings rose 8.4% and the
medical costs rose 87% These are all comparable to the 83%
recorded for auto insurance. It can be concluded that in the
long run the major effect on costs was primarily due to infla-
tion and underwriting results, and not on the type of rating
law which happened to be in effect.

FIGURE 2.1

PERCENT CHANGES IN AUTOMOBILE LIABILITY (BI & PD)12
INSURANCE RATE LEVELS AND OTHER INDEXES

1967-1976
Average Weekly
Automobile N.Y. Metro- , Earnings of Pro- N.Y. Metro-
[ politan Area duction Workers politan Area
Consumer Price in MFg. N.Y. Medical Costs
Rate Level Index3 State3 Indexb
Prior Approval
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 years) ...... +18.0 +7.4 +9.7 +12.1

-13-



FIGURE 2.2
PERCENT CHANGES IN HOMEOWNERS INSURANCE
RATE LEVELS AND OTHER INDEXES

1967-1976
N.Y.
Homeowners Metropolitan Residential
Insurance Consumer Construction
Year Rate Level Price Indexa Cost Index®B
Prior Approval
Jan. 1967-Dec. 1969
(3 years)......... +9.72 +5.5% +7.8%
Open Competition
Jan. 1970-Dec. 1976
(7 years) ............ +1.2 +8.0 +10.7

Figure 2.2 shows the average annual rate increases for home-
owners insurance, both under open competition and prior approva
Under prior approval, the annual rate increase averaged 9.7%
With open competition the average annual rate increase was
1.2%, well below that recorded during prior approval. However,
as in the case with automobile liability insurance, the moder-
ate rate changes during the seven years of competitive pricing
can be attributed to favorable underwriting results for this
line and not to the type of rating law which was in effect.

Availability:

As mentioned, open competition was expected to increase avail-
ability by allowing for prompter adjustment of the rate and a
wider range of rates. To some degree, availability can be
gauged by changes of population in the residual market.
Residual markets are groups of sub-standard risks which cannot

-14-



find insurance from standard insurers. In most states insurers
have formed pools which set a rate for these risks to insure
the availability of insurance. Often times these pools were
the result of legislative action. The most common examples are
the assigned risk auto plans, and FAIR plans. This is a par-
ticularly pertinent point, as the rural housing market in
Alaska is basically a residual market. This particular market
segment falls outside of the rates filed by the majority of the
standard insurers operating within the state.

Figure 2.3 shows populations trends of the assigned risk auto
plan in New York. The plan shows an increase up to 1972 and
then begins to decrease both during the period of competitive
rating and the return to prior approval. It is difficult to
draw any conclusions from this data because of two events which
occurred during this time period. First, in 1969, coverage was
expanded under the assigned risk auto plan, making the purchase
of insurance from the plan more attractive. Second, these
events affected the population of the assigned risk pool so it
was difficult to ascertain the affect of open competition.

-15-
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AUTOVOBILE ASSIGNED GRLH FMUVS AS PERCENT
OF TOTAL ovoaLEr_quBV\Rnt N

NEW YCRK STA
(in thousands)
IOtalbl Volun Mu Lary A55|gsned Asg%ned

Year Hrgn%mlse Pren%rumsb Prem|umsc of 1erce[1
190 $474,242 $1,337,853 $136,389 9.25
191 1,666,849 1451877 214972 1290
1972 1,693 905 1,471,672 222233 1312
1973 1,700542 1,520,200 180,342 1060
1974 1,592,806 1,471,242 121,54 7.63
1975 1,708 757 1,570,948 137,809 8.06
B iﬂ%’uggé \|7(|)Fubnltlétr§ B?Ingg Pgssgﬂdefh nac%m[r)r?enr%?al coverages,
¢ Includes private passenger Busmes only.

A clearer indication of the affect of open competition on
availability can be gained from analyzing the affect on fire
insurance. As figure 24 shows, the fire insurance pool shows
a clear depopulation trend, declining 625 in premiums written
between 1971 and 1975 This is a positive indication that open
competition in New York has increased the willingness of in-
surers to write insurance for risks which had previously been
included in the residual market. The favorable trend in home-
owner and fire insurance took place during a period of
moderate increases in loss ratios for these lines. Although
there was a slight decrease in profitability for these lines,
this did not increase the selectivity of underwriting.



FIGURE 2.4 .-
NEW YORK PROPERTY INSURANCE UNDERWRITING ASSOCIATION
1970-May 1976

Fiscal Year Ended Policies Premiums Written3
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 final effect of an open competition rating law is to de-
crease the adherence of insurance companies to bureau rates.
In the case of fire insurance in Alaska, over Q% of the market
IS written at bureau rates with no deviations. What this does
IS narrow the range of rates, and may exacerbate the avail-
ability problem. [f a company feels this rate is inadequate
for a particular market segment, they will simply not write it.

Figure 2.5 shows the effect of open competition on companies'
dependence on bureau rates. As the figures show, rating bureau
dominance in the insurance industry has all but ended.



