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MASTER SHIELD RUST PROTECTION 
CAN PAY DIVIDENDS
Too often, when it's time to irade or sell, rust 
damage can reduce the value of your vehicle by 
hundreds of dollars. So Master Shield Rust 
Protection Is not only a sensible precaution, it may 
return far more than its cost when you sell, and the 
Lifetime Limited Warranty is transferable, too. It 
may be the best Investment you make when 
buying your new car.

CHECK THE REASONS YOU 
SHOULD HAVE MASTER SHIELD 
RUST PROTECTION

/  American Standards Testing Bureau reported 
» that Master Shield Rusl Prolocllon gave 
"superior results," “ full compliance" and 
"exceeded the requirements" of the very 
demanding U.S. Military Specification fora 
corrosion-preventive compound.

Master Shield Rust Protection's Lifetime 
^  Limited Warranty is backed by one of 
America's largest Insurance companies.
^  Master Shield Rust Protection guards against 
^  Interior rust in hidden areas—rest-through 

damage Is covered by the Warranty up to $2,000.
J  Nc 'irnlt on transfer of the Warranty. No limit 

▼ on mileage.
J  Master Shield Rust Proleclior r treatment 

v  Includes FREE Inspections every two years.
J  Master Shield Rust Protection Is applied only 

by Chrysler Corporation Dealers' factory- 
trained technicians.

■ H R M B n n M H M H M

REVOLUTIONARY NEW 
COMPOUND PENETRATES... 
COVERS... SEALS
An advanced-technoiogy combination of waxes 
and rest-inhibiting chemicals is sprayed on all rest- 
prone metal surfaces and crevices, forming an 
electrochemical bend and a clear, hard coat that 
resists cracking, chipping, breaking or peeling. 
Tested and proved in military, Industrial and 
automotive applications worldwide, this 
protection is now approved and recommended 
by Chrysler Engineering. Master Shield Rust 
Protection gives you extra assurance against 
natural and man-made corrosive elements that 
can start rest from the Inside out.

THE INVISIBLE BARRIER 
OF MASTER SHIELD

Master Shield compound Is applied In an 
atomized fog which covers all Inner surfaces and 
creeps into all seams and crevices. It then forms a 
clear, waterproof, acid-resistant seal against the 
corrosive elements lhat could attack the melal 
from Inside. Because It's a  clear, odorless chemical 
compound, there's no smell, no mess, no cleanup. 
And Master Shield resists the formation of rest so 
well It carries a Lifetime Limited Warranty.

PRESERVES 
APPEARANCE. . .

MAINTAINS
VALUE...

I

PROTECTS
YOUR

INVESTMENT

RUST
PROTECTION



The elfecllvenoss ol M oslot Shield  Rusl Piolocllon co m p o und  Is 
w onanlod  by its m anulactuior lor Iho REGISTERED LIFEtlME OF 
THE VEHICLE and Is a ppllod  lo now  vohlcles. wllhln Iho llisl Ihiee 
months ol llisl loglstiallon dalo.

If, wllhln Iho registered life of Iho vehicle. Iho tuillng -lhrough 
' I ports originally Healed wills M aster Shield Rust Protection 
should occur loxhausl syslam s excluded a s woll a s load  a reas 
ol com m ercia l vohlcles) Iho d a rn a g o d  a re o s will b o  ropaliod 
oi teplacod under lists tlfollmo lim ited W airanly al no cost lo 
(he owner, up lo Iwo thousand I I S  dollars ($2,000) p ot vehicle.

Ihisllfollm a lim ited W arranty a  'o s riol a pply  lo surface rust; 
rusl ca use d  by oxlornal d a m a g e  from danls. scra tches or 
c hlpp od point, lair woar a nd  tear allrlbulod lo norm al driving 
conditions, manufacturing detects and dofocls c o ve re d  undor 
m onula c luro fs now -cut wairanly. unless olhorwlso c o ve re d  by 
lh>< Wairanly

inoto Is no limll lo the num ber of tronsfeis of this W arranty ,o 
subsoquonl ow ners 

IMIS LIFETIME IIMITED W A R R AN IY IS THE O N LY  EXPRESS 
WARRANTY APP1ICABIE TO C 0 R R 0 5 I0 N  PERFORATION O N  THIS 
VEHICLE. A N Y  IMPLIED W A R R A N IY OF MERCHANTABILITY OR 
FITNESS APPLICABLE TOCORROSION PERFORATION O N THIS 
VEHICLE IS LIMITED IN DURATION TO THE DURATION OF THIS 
W RIIIEN W ARRANIY 

Som e  slalos or p rovin ce s d o  nol allow Ihe exclusion or 
limitation of Incidental oi consoqenlla l d a m a g e s oi limitations 
on how long o n  Im pllod wattanly lasts, so  Iho a b o ve  limitation 
or exclusions rnoy not apply  lo you.

This warranty g lvo s  Iho ow ner spoclllc legal lights a nd  Iho 
owner m ay a lso  h a vo  olhei lights which va ry  by stale

mmmmmmmmmmmmmmm ,j1

MASTER SHIELD 
RUST PROTECTION

LIFETIME LIMITED WARRANTY

Conditions
The following cond.eon: m ust be m el lor Ihls lifetime lim ited 
Warranty lo rem ain valid:
1. Inspections (NO CHARGE)— The vehicle  must be  presented for 
Inspection lo ar. authorized M aster Shield  Rusl Protection de a le r 
every 24 months (30 da ys before or after d u o  date) These 
Inspections must bo iocorded  on Ihe Coupe i s  In Iho W airanly Book 
and m ailed lo Ihe M aster Shield  Protection Center.
2. Warranty Reglslrailon—  Im m ediately after M aslei Shield Rusl 
Protection has been applied, de a le r a n d  ownt>. m ust com plete  the 
Reglslrailon C oupon In Ihe Owner's W airanly Booklet and m oll It to 
Ihe M a ile r Shield Prolucllon Center. The Booklet Is the owner's 
record of Warrcnty. and rem ains va lid  a s long a s all W airanly 
conditions are com piled wtlh.
3. Accident D a m a g e — A ny treated parts d a m a g e d  through 
accident must be  retreated with M aster Sh.eld Rusl Protection (al 
Ihe owner's expense) ond  such treatment recorded  on Ihe C oupon 
p rovid e d  a nd  m ailed lathe M aster Shield  Piolocllon Conlor.
4. Vehicle  Reglslrailon— The protected vehicle  must bo  
continuously roglslorod for ro ad  use. Any lap se  of such reglslrailon 
will Invalidate Ihls Warranty.
5 Transfer of W arronly— There Is no limit lo Ihe n um be r of Iransfais lo 
subsoquonl owners, p ro vid e d  such Iransfais are recorded  on the 
C oupon p rovid e d  and m a iled la Iho M aslot Shield Piolocllon 
Conlor. Provlous ow ners m usl h a vo  com p llod  with all condllluns of 
Iho W airanly for such lio iW o ri o be valid. Thore Is N O  CHARGE for 
Ihoso liu m ltn i fur Ilia fliil six yours Irons 0 ilo ol M uslu r blilold Rusl 
Piolocllon Iroalmonl. A  $2S Ironsfer tee m usl a ccom p a n y  nollco of 
transfer If ihe transfer dale  Is m oie  than six ye ais from da le  of 
Iroalmonl.
6. W airanly C la im s— A  D am a ge Clolm  form musl bo com p leted  by 
an aulhorlzod M aslor Shield Rusl Protection dealer wllhln 30 da ys 
of tlrsl know ledge of d a m a g o  c o ve re d  b y Ihe llfollma lim ited 
Warranty. C ove re d  d a m a g e  roqulrlng less than $500 In ropalr 
cha rg es will bo repalrod by M e de ale r at Ihe owna>'t 
convenience. D am ago roqulrlng m ore  than $500 .n ropalr cha rg e s 
must bo  roportod lo Iho M oslor Shield  Prolecllon Cenlor. a nd  written, 
a p p rova l m usl be  re ce ived  bolare ropalrs are mode.mmmmmmmmmmmmmmm

MASTER SHIELD RUST PROTECTION FOR 
USED VEHICLES, TOO.

AVAILABLE ONLY THROUGH 
AUTHORIZED DEALERS OF

&THE
NEWCHRYSLER
CORPORATION

RUST
PROTECTION

SEALS OUT

Lx . r H N U H  M M  hli ,<i. L

LIFETIME LIMITED WARRANTY 
PROTECTS AGAINST RUST-THROUGH 

FOR THE LIFE OF YOUR CAR
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W I L L  YO U P L E A S E  F O R W A R D  THE M E S S A G E  B t L u W  TO THE F O L L O W I N G  A U T O M O B I L E  DEALERS, 
E I T H E R  BY  P H u N E  0? IN W R I T IN G,  OR B O T H  IP YuU H A V E  TIME. I W I L L  PUT THE
M E S S A G E  ON TH E  N E X T  P A G E  SO IT IS E A S I L Y  XER O XE D.  a u k R Y  I D O N ' T  HA VE  ALL  "THE
P H O N E  N U M BE RS .
N O T I F Y  O W N E R S  OR G E N E R A L  M A N A G E R S  OF THP FO L L O W I N G :
A L A S K A  S A L E S  AND S E R V I C E  
A N C H O R A G E  CHRYSi.ER 
S T E P P  B R O T H E R  
UN IVF "* AL M O T 0 RS 
SU N S M O T O R S  
P I O N E E R  AUTOMOTIVE::
E U R O P E A N  M O T O R S  
CONTINENTAL. M O T O R S  
N O R T H E R N  M A Z D A  
CA L W O R T H I N G T O N  FO RD
E N D R U S T  01- A L A S K A  ( PHI L B L A C K S T O N L ,  2 7 9 - 3 0 6 1 )
E E R O  V O L K S W A G O N  (FRED M OR IN O.  27 2- 5 3 2 2 )

MSG 82~0GGi 3883 PRTY i 03/13/82 10:01:14 ORIG: LJE1 IN- OOOi OUT- OOOi
FROM: JOAN MATHEWS. H LABOR L COMMERCE T O : ANCHORAGE Liu
TARGET: LJHY S U B J :  TELECONFERENCE -  h B  794, 793 PAGE 0001

MSG 8 2 - 0 0 0 1 3C 33  PRTY i 0 3 / 1 5 / 8 2  1 0 : 0 1 : 1 4  O R I G : LJEi IN- 0001 O U T -  OOOi
FROM: JOAN  MATHEW S. H L A B O R  S C O M M E R C E  TO: A N C H O R A G E  H O
TARGET: L J H Y  SUBJ: T E L E C O N F E R E N C E — HB 794, 795 P A G E  0 0 0 2

M E S S A G E :

H O U S E  BI L L 794, R E L A T I N G  id S A L E S  P R n C T I c E S  OF M U i O R  V E H I C L E  D E A L E R S , A N D  H u U S E
BIL L 795, R E L A T I N G  TO M O T O R  V E H I C L E  RU S  i'PROOFING S ER V I C E S ,  WIi.E BE THE S U B J E C T

® OF A TELECONFERENCE. H E A R I N G  OF  TH E  H O U S E  L A B O R  X C O M M E R C E  C O M M I T T E E  O N  TUESDAY,
M A R C H  30, AT 1:00 P.M. PS T •' i 1 :00 A.M. A N C H O R A G E  Tli'iE). YOU ARE  I N V I T E D  iO 
PART LC j. PAT F IN THIS i El. .ECUNP E R F N i.P T H R O U G H  tOUR L O C A L  L L G l S u A  i iVE J.NPuR(*iAi luN

•  O F F I C E .  C O P I E S  OF T -u BILL C A N  A L S O  BE  O B T A I N E D  F R O M  THE I N F O R M A T I O N  OF F ICE .
IF YOU DESIRE MO RE  IPMAT I O N . CONTACT THF H O U S E  L A B O R  4, C O M M E R C E  COMMIT i EE 
AT 46 5-3 66 9.

MSG  8 2 - 0 0 0 1 3 8 8 3  PR TY  i 0 3 / 1 5 / 8 2  1 0 : 0 1 : 1 4  ORIG; LJEi IN* OOOi OU T-  OOOi
-  FROM: J O A N  M A T H F W S . H L A B O R  S C O M M E R C E  TO; A N C H O R A G E  LIU
•  T A R G E T : LJ H Y SUBJ: T E L E C O N F E R E N C E  HB 794. 795 PAGE 0 0 0 3

I N F O R M A T I O N  O F F I C E — IF YuU  K N O W  OF ANY O T H E R  A U T O  D E A L E R S  OR RUS T P R O  OFF. R S , Ft EL 
F R E E  T O C O N T A C T  T H F M . WE W I S H  TO E N C O U R A G E  AS M U C H  P A R T I C I P A T I O N  IN THIS T E L E­
C O N F E R E N C E  AS PO SS I B L E .  S I T E S  P A R T I C I P A T I N G  IN iHIS TELEcONI-tRfc.Nct WILL BE 
AN C H O R A G E ,  FA I R B A N K S .  K E T C H I K A N .  JUNEAU, AND KODIAK, U N L E S S  T H E R E  IS INTEREST 
IN A N O T H E R  A R E A  OF THE STATE. IF YOU H A V E  QU ES T I O N S ,  P L E A S E  C O N T A C T  ME AT 
4 3 5 - 3 6 5 7  OR P R I N T E R  LJHY.

H G P T  YOU HAD A GREAT WF E K t N D — i WAS UP T H E R E  (IN WAS I Li.. A) E N J O Y I N G  THF. S U N S H I N E  
OV E R THE WEEKEN D, If WAS  SO G O O D  TO BE HOME. H O P E  TO ME ET  YO U  ON E  D A Y _____ JOAN



MSG 82-00013894 PRTY i 03/15/82 10:19:19 ORIG: LJEI IN= 0002 OUT- 0002
FROM: JOAN MATHEWS, H LABOR «, COMMERCE TO: KETCHIKAN
TARGET: LJHY SUBJ: TELECONFERENCE— HB 794, 795 PAGE OOOi

WILL  YO U P L E A S E  F O R W A R D  THE M E S S A G E  B E L O W  TO THE F O L L O W I N G  A U T O M O B I L E  DEALE RS,  
E I T H E R  BY P H O N E  OR IN WRI TI NG , OR B O T H  IF YOU H A V E  TIME. I W I L L  P U T  THE 
M E S S A G E  ON T H E  N E X T  P A G E  SO IT IS E A S I L Y  X E R O X E D .

N O T I F Y  O W N E R S  OR G E N E R A L  M A N A G E R S  OF THE F O L L O W I N G :
S O U T H E A S T  M O T O R S  (225- 51 55)
R A N N I G E R  V O L K S W A G O N  (225 -5 223 )

IF YOU  K N O W  OF ANY  O T H E R  A U T O  D EA LE RS  OR R U S T P R G O F E R S , P L E A S E  N O T I F Y  T H E M  AS 
WELL.

MSG 8 2 - 0 0 0 1 3 8 9 4  P R T Y  1 03/i 5/ 8 2 1 0 : 1 9 : 1 9  ORIG: LJEi IN- 0 0 0 2  O U T -  0 0 0 2
FROM: JO A N MATI IFUS, H L A B O R  6 C O M M E R C E  TO: K E T C H I K A N
TARGET: L J H Y  SUBJ: T E L E C O N F E R E N C E — HB 794, 795 P A G E  0002.

M E S S A G E :

H O U S E  BILL  794, R E L A T I N G  TO S A L E S  P R A C T I C E S  OF MO'IG., V E H I C L E  D E A L E R S , AND  H O U S E  
BI L L 795, R E L A T I N G  TO M O T O R  V E H I C L E  R U S T P R O O F I N G  S E R V I C E S ,  WI L L BE THE S U B J E C T  
0 F A f E L E C 0 N F E R E N < IE H E A RIN G 0 F T H F H 0 U S E L A b 0 R 6 C 0 M r i E ft C E C 0 M M 1T T E E 0 14 T U E S D A Y , 
M A R C H  30, AT 1:00 P.M. PST. YOU ARE I N V I T E D  TO P A R T I C I P A T E  IN T H I S  T E L E C O N­
F E R E N C E  T H R O U G H  YO U R L O C A L  L E G I S L A T I V E  I N F O R M A T I O N  O FF IC E.  CO P I E S  OF THE B I L L S  
CA N  A L S O  BE O B T A I N E D  F RO M THE I N F O R M A T I O N  O F FI CE . IF YO U  D E S I R E  M O R E  I N F O R M A­
TION, C O N T A C T  THE H O U S E  L A B O R  6 C O M M E R C E  C O M M I T T E E  At 46 5- 3 6 6 9 .

M S G  8 2 - 0 0 0 1 3 8 9 4  P R T Y  1 03/i 5/ 8 2 1 0 : 1 9 : 1 9  ORIG: LJEi IN- 00 02  O U T - 0 0 0 2
FROM: JOAN  M A T H E W S . H L A B O R  i, C O M M E R C E  TO: K E T C H I K A N
TARGET: L J H Y  SUBJ: T E L E C O N F E R E N C E — HB 794, 795  P A G E  0 0 0 3

I N F O R M A T I O N  O F F I C E — F O R  Y O U R  I N FO RM AT IO N,  S I T E S  P A R T I C I P A T I N G  IN TH IS  T E L E­
C O N F E R E N C E  W I L L  BE A N C H O R A G E .  FA I R B A N K S ,  K E T C H I K A N ,  JUNEAU, AND KODIAK, U N L E S S  
T H E R E  IS I N T E R E S T  IN A N O T H E R  A R E A  OF THE  ST AT E.  IF YOU HA V E  Q UE S T I O N S ,  P L E A S E  
C O N T A C T  MF AT 4 6 5 - 3 6 5 7  OR P R I N T E R  LJHY.

H O P E  YOU HA D A G O O D  W E E K E N D JOAN



MSG 82-00013900 PRTY i 03/13/82 10:27:36 ORIG: LJEi IN- 0003 OUT = 0003
FROM: JOAN MATHEWS. H LABOR 8 COMMERCE TO : KODIAK
TARGET: LJHY SUBJ: TELECONFERENCE— HB 794, 795 PAGE OOOi

WII • YOU P L E A S E  F O R W A R D  THE M E S S A G E  B E L O W  TO TH E F O L L O W I N G  A U T O M O B I L E  DE ALE RS , 
E I T H E R  BY P H O N E  OR IN WR IT IN G,  OR B O T H  IF YOU H A V E  TIME. 1 WI L L P U T  THE 
M E S S A G E  ON THE N E X T  PA GE  SO IT IS E A S I L Y  X E R O XE D.

N O T I F Y  O W N E R S  OR G E N E R A L  M A N A G E R S  OF TH E F O L L O W I N G '
B £ R G n 0 F 0 R C 0 M P A N Y (4 6 6 - 4 7 5 i )
KO D I A K  A U T O  CEN TER , INC. (4 86-3703)
K O D I A K  MOTORS, INC. (48 6-3201)

IF YOU K N O W  OF AN Y O T H E R  A U T O  D E A L E R S  OR R U S T F R O O F E R S , FE E L F R E E  YO C O N T A C T  
THEM. WE WI S H TO E N C O U R A G E  AS M U C H  P A R T I C I P A T I O N  IN T H I S  T E L E C O N F E R E N C E  AS 
P O S S I B L E .  S ITE S P A R T I C I P A T I N G  IN TH I S  T E L E C O N F E R E N C E  W I L L  BE A N C H u R A u E ,
F A I R B A N K S ,  K E T C H I K A N ,  JUNEAU, AN D K GDI AT , U N L E S S  TH ERE IS I N T E R E S T  IN A N O T H E R
A R E A  OF THE STATE. IF YOU  H A V E  G U E S T I O N S , P L E A S E  C O N T A C T  ME AT 4 6 3 - 3 6 5 7  OR 
P R I N T E R  LJHY. H O P E  YOU HAD A GO O D W E E K E N D  JOAN

MSG 8 2 - 0 0 0 1 3 9 0 0  F'RFY i 0 3 / 1 5 / 8 2  1 0 :.2 * ■ 38 ORIG: LJEi IN- 0 0 0 3  OUT™ 00 0 3
FROM: JOAN  M A T H E W S . H L A B O R  6 C O M M E R C E  10: Ku DI AK
TARGET: L J H Y  SUBJ: T E L E C O N F E R E N C E  HB 794, 795 P A G E  0 0 0 2

M E S S A G E :

H O U S E  BILI 794, R E L A T I N G  TO S A L E S  P R A C T I C E S  OF M O T O R  V E H I C L E  D E A L E R S , A N D  H O U S E  
BILL  795, R E L A T I N G  TO M O T O R  V E H I C L E  R U S T P R O O F I N G  S ER VI C E S ,  W I L L  BE THE S U B J E C T  
OF A T E L E C O N F E R E N C E  H E A R I N G  OF T H E  H O U S E  L A B O R  8 C O M M E R C E  C O M M I T T E E  ON TUE S DA Y,  
M A R C H  30, AT 1:00 P.M. PS T (11:00 A.M. AST). YO U  AR E I N V I T E D  TO P A R T I C I P A T E  IN 
TH I S T E L E C O N F E R E N C E  T H R O U G H  Y O U R  I O C A L  L E G I S L A T I V E  I N F O R M A T I O N  O FF IC E.  C OP I E S  
OF THE  B I L L S  CA N A L S O  BE O B T A I N E D  F R O M  TH E  I N F O R M A T I O N  O FF IC E.  IF YO U w E S I k E 
MO RE  I N F O R M A T I O N , C ON TAC T THE  H O U S E  L A B O R  8 C O M M E R C E  C O M M I T T E E  AT 46 5- 3 6 6 9 .



MEMBERS!
TERR Y  M A R T IN .  CHAIRMAN 
B E R N A R D  BY LSM A , V IC E  CHA IRM AN  
R IC H A R D  RANDOLPH  
TERRY  G A R D IN E R  
B R IA N  ROG ERS

Alaska jiia ie ^legislature

(Mouse of 'Kepreseniaitues 
LABOR AND COMMERCE COMMITTEE

POUCH V 
STA TE  C AP ITO L  
J U N E A U ,  A K  99811 
PH O N E  (007) i  '5-3783

O F F IC IA L  B U S IN E S S

. 'FMO

To: All Interested Parties
From: Terry Martin, Chairman

House Labor & Commerce Committee 
Date: March 17, 1982
Subject: Teleconference

House Bill 794, relating to sales practices of motor vehicle dealers, 
and House Bill 795, relating to motor vehicle rustproofing services, 
will be the subject of a teleconference hearing of the House Labor & 
Commerce Committee on Tuesday, March 30, at 1:00 PM PST (11:00 AM AST). 
You are invited to participate in this teleconference through your local 
legislative information office. Copies of the bills may be obtained 
from the information office, as well.

If you desire more information, contact the House Labor U Commerce 
Committee at 465-3669.

 _____
Terry Mart \ t f , Chairman
House Labov & Commerce Committee



To: Rep. T er ry  Martin, Chariman, House Labor and Commerce Commitee

We the u n d e r s i g n e d  franchised automo b il e and truck dealers 
re pr es e n t i n g  in excess of 50% of the annual sales in Alaska 
oppose House Bill #  794 and # 795 as draf te d and if any further 
ac tion is to be considered, we request a te le co n fe re nc e with 
the c om mittee and further r equest w r it te n  n o t i f i c a t i o n  in z&t- /\J6T€ z 

advance of any further ac tion re g arding these two bills so ^
r e p r e s e n t a t i o n  from the franchise dealers could be present.

Pion e er  A ut om o t i v e  Inc. 
1733 East Dowl i ng  Road 
Anchorage, AK 99507 
Elsie J o h n so n

Sunset M o t o r  Co. Inc. 
4748 Seward Hwy. 
Anchorage, AK 
Ivan Felton

Stepp Bros. L i nc o ln  Mer cu r y 
730 E. 5th Ave.
Anchorage, AK 99501 
MicJhaeJ, D . Sfep,j

 ^  *^ 0
v-/

C on tinchtol M o t o r  Co. 
4940 Old Seward 
Anchorage, AK 99503 
Bo I ip 2 Ma rt en se n

I n c .

EERO V o lk s w a g e n  Inc
p  r\  r> ^  o o c o

Juneau, AK 99803 
Eero Tetri

10 V o l k s W a g x m _ o  
935 Gambell St. 
Anchorage, AK 99501 
Fred Morino

chorage Inc

W o r t h i r g t o n  Ford of Alaska 
1950 Gambell 
Anchorage, AK 99501 
Ray Jae^pi

Alaska Sales &  Service 
1300 E. Fifth Ave. 
Anchorage, Ak 99501 
A. Douglas H ulen y

' .yCdUj
universal Motors Inc 
821 East 5th Ave. 
Anchorage, AK 
R . L . S ilberer ,





HOUSE LABOR & COMMERCE 
STANDING COMMITTEE 

March 31, 1982 
1:07 p.m.

Members Present: Rep. Martin, Chairman
Rep. Bylsma, Vice Chairman 
Rep. Rogers 
Rep. Gardiner

Members Absent: Rep. Randolph

COMMITTEE CALENDAR

General meeting with Alaska Power Authority and Division of Risk
Management regarding insurance practices.

WITNESS REGISTER

Dick Pettinger
Alaska Chapter, Associated General Contractors 
Box 4-2500 
Anchorage, Alaska
276-5354
Position Statement: Opposed APA wrap-up insurance program

(APCOP).

#«

Eric Yould, Director 
Alaska Power Authority 
334 West Fifth 
Anchorage, Alaska 99501
277-7641
Position Statement: Explained why APA opted to use net of

insurance.

John Haywood, Director 
Division of Risk Management 
Department of Administration 
Pouch C
Juneau, Alaska 99811 
465-2180
Position Statement: Explained why Division of Risk Management

supported use of net of insurance by APA.

Daryl A. Cody 
Daryl A. Cody Company 
201 Danner Street 
Anchorage Alaska 99502
Position Statement: Opposed to APA's use of net of insurance.

Representative Sutcliffe 
Alaska State Legislature
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Pouch V
Juneau, Alaska 99811 
465-3715
Position Statement: Asked questions of witnesses.

Don Koch, Director 
Market Surveillance Section 
Division of Insurance 
Pouch D
Juneau, Alaska 99811 
465-2577
Position Statement: Explained his division's involvement in

APA's selection of method of insuring.

Kenneth Moore, Director 
Division of Insurance 
Pouch D
Juneau, Alaska 99811 
465-2515
Position Statement: Testified with Koch regarding division's

involvement in APA's selection of method of 
insuring.

Ken Vassar 
Department of Law 
Pouch K
Juneau, Alaska 3^811 
465-3600
Position Statement: Explained, his role in providing legal advice

to APA.

Commissioner Ernst W. Mueller 
Department of Environmental Conservation 
and
Vice Chairman, Board of Directors 
Alaska Power Authority 
Pouch 0
Juneau, Alaska 99811 
465-2600
Position Statement: Defended Hoard's decision to use net of

Insurance.

PREVIOUS ACTION

There were no bills before the committee. This was an
informational meeting.

ACTION NARRATIVE

Tape #49 
Recording
Number 009 The meeting was called to order by Chairman
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Number 015

Number 040

Number 054

Number 084

Martin at 1:07 p.m. Members present were: 
Representatives Martin, Bylsma, Gardiner, 
and Rogers. Rep. Randolph was absent. 
Representatives Cotten, Sutcliffe, 
Grussendorf, and Haugen also attended the 
meeting. Rep. Martin explained the purpose 
of the meeting, which was to explore policy 
decisions regarding sole contract of 
insurance by the Alaska Power Authority.

Dick Pettinger, Alaska Chapter, Associated 
General Contractors, said his association 
represented 675 construction-related firms. 
He said the Chapter opposes the Alaska Power 
Authority wrap-up insurance program known as 
APCOP. Pettinger said that, nationally, the 
association has been opposed to this type of 
insurance program for years. He described 
stands taken by the AGC in the past.

Pettinger asked why regulation or statute 
permitted a wrap-up insurance program. He 
asked why APA instituted the program. He 
said that all bids on the Tyee project 
included insurance costs, and asked why APA 
did not notify the public of their intent 
before imposing the program on the project. 
He said APA said this program would be cost 
saving to the rate payer.

Pettinger said one of the contractor's tools 
is removed by this type of insurance 
program. He explained how safety factors 
affect the cost of insurance. He said a 
company with a better safety factor would 
normally submit a lower bid. Pettinger said 
APCOP penalizes the safety-conscious 
contractor. He said that APA assuming 
insurance means the contractor would not be 
held responsible for claims. He questioned 
the ability of APA to ensure proper safety 
procedures. He questioned the savings as a 
result. (Pettinger promised to provide the 
committee with a copy of his written 
testimony.)

Pettinger 'd major disadvantages are that 
owner conv ed programs are disliked by
most contra* rs. He said administration is 
a disadvantage due to the length of the 
project and turnover of personnel. He felt 
insurance company agents' interests may be 
diverse, hence there could be a conflict of 
interest with one company serving all



Number

Number

Number

Number

parties. He felt this could lead to claims 
control problems and legal difficulties, as 
well. He spoke about consolidating 
policies. Pettinger said the true cost of 
insurance is often not determined for 5-7 
years after completion of a project. 
Pettinger felt with wrap-up insurance, the 
owner often becomes involved in many 
Insurance disputes that normally take place 
between the general contractor and the 
subcontractor.

123 Pettinger said the best incentive for risk
control lies with self insurance programs.
He felt APCOP would result in the opposite. 
He objected to government intervention into 
the private sector. He requested immediate 
elimination of APCOP.

135 Rep. Martin asked when the situation first
came to his attention; Pettinger responded 
that it was early in November, and added 
that the contract was let in August. There 
was discussion.

165 Eric Yould, Director of Alaska Power
Authority, and John Haywood, Director of the 
Division of Risk Management, then came 
before the committee. Yould said that APA 
had two options with respect to insurance:
1) bidding under normal procedures, with the 
contractor providing his own insurance; or,
2) bidding net of insurance (also referred 
to as a wrap-up program). Yould said the 
Division of Risk Management provided 
information that indicated benefits to APA 
in keeping the cost of insurance premiums 
down if ihey pi 'ided their own insurance.
He said it is th_ir intent to proceed with 
an owner-insured program. He said the 
Division of Risk Management used the state's 
present insurance brokers to provide 
coverage; AGC then objected to the program.

216 Yould said at the last board meeting on
March 21, the issue was reviewed. Division 
of Risk Management came before the board and 
indicated advantages to the state to take 
part in the program. The AGC opposed this, 
and Jeff Barry, Labor E. Commerce committee 
aide, posed questions. He said many of the 
questions presented by Barry on behalf of 
the Committee should have been addressed to 
Risk Management, and said that Risk
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Management had assisted in answering the 
questions.

Number 238 Yould said the next project is Terror Lake.
He said bid opening is planned for April 26. 
He said APA would request two bids from each 
contractor— one reflecting costs with net of 
insurance, and one with the owner providing 
his own insurance. He said the board would 
then decide which type of insurance to use.

Number 250 Rep. Rogers asked when bid coening for Tyee
Lake occurred; Yould responded it was 
September 25, and that the board met on 
October 2. Rep. Rogers asked if the bids 
were for net of insurance or if they 
included costs of insurance; Yould responded 
the bids included insurance, and that they 
subsequently requested the winning 
contractor to remove insurance costs from 
his bid. Rep. Rogers asked if the other 
bidders had an opportunity t.5 respond to the 
bid as modified; Yould said they did not. 
Rep. Rogers suggested this might have 
created a different lowest responding 
bidden. Yould said there was litigation 
against the bid award for another reason, 
and that no one else litigated. He said the 
board went forward with the bid on October 
2, but did not sign the agreement until 
December 2. There was discussion to clarify 
the dates. Haywood said the program was in 
place at the time the bidder was asked to 
back out his insurance costs. He said the 
contractor voluntarily agreed to back out 
insurance costs. After that, at Risk 
Management's recommendation, they felt it 
would make sense to draft a memorandum of 
agreement, but the program was in effect at 
thf. time.

Number 319 Kep. Rogers said that the state is managing
the contractor's risks.. Haywood said they 
were talking about a situation where the 
state has a joint interest in workers 
compensation, general liability, and 
builders risk. He said the workers 
compensation statute has proven that state 
entities are liable in the event of a claim 
without adequate insurance. He said that 
since World War II, most major public 
construction authority programs have been 
handled by wrap-up programs. Rep. Rogers 
referred to the statute which requires a
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contractor to submit proof of workers 
compensation insurance at the time of bid.

Number 360 Rep. Martin said Harrison Western was the
fourth lowest bidder, and that they did not 
comply with the law in suomitting proof of 
insurance. Haywood said he wasn't involved 
in opening of the bids, but he understood 
that Harrison Western was the second lowest 
bidder. He said at the time the insurance 
certificates came in, the decision had been 
made to go with the APCOP program. Yould 
said he understood Harrison Western did have 
insurance at the time of the bid. Rep. 
Rogers asked if they required notice of 
current coverage of workers compensation 
prior to awarding bids. Yould wasn't 
certain.

Number 402 Rep. Rogers was concerned about a couple
issues where APA appeared to be 
circumventing or violating law. He asked if 
interim financing had been arranged for both 
Swan Lake and Tyee. Yould said it was.
Rep. Rogers asked what would happen if 
revenue bonds could not be sold and the 
legislature did not make an appropriation. 
Yould said advisors and underwriters advised 
that long term bonds could be issued if 
necessary. Rep. Rogers asked what the 
obligation of the state would be if bonds 
went to 20%. Yould said APA is liable, but 
that the state would not let its credit be 
impaired. Rep. Rogers was concerned about 
an agency of the state making obligations on 
behalf of the legislature. He asked if 
there would be a capital reserve account. 
Yould said there would be, with bond 
proceeds. Rep. Rogers asked if Swan Lake 
had received complete legislative 
authorization. Yould said it had. Rep. 
Rogers asked if it was the same interim 
financing issue. Yould said there was a 
straight bank loan. Rep. Rogers said the 
Authority said it wouldn't incur debt 
service that would make the power provided 
more expensive than diesel. He asked how 
the APA could ensure this. Yould said the 
legislature could change the program.

Number 480 Rep. Rogers said current law speaks to a
uniform power rate. He asked, if the rate 
goes above the ceiling, how both the law and 
the contractual obligation could be met.
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Yould said it was not the intent of the 
legislature to increase the cost of power. 
Rep. Rogers said the legislature required 
10% of the capital costs annually unless 
there was $5-billion appropriated. Yould 
said the cost would still be lower than the 
cost of diesel. He said this was analyzed, 
and they do not foresee a situation where 
the cap will come into play. He said people 
will always have to remain in the system to 
pay their share of the debt service. Rep. 
Rogers asked if Yould was agreeing there is 
a ceiling. Yould said at least on their 
portion of the debt service. Rep. Rogers 
requested clarification. Yould responded 
that in the event the bond market goes, up, 
it is questionable whether revenue bonds 
could be sold to cover the program.

Number 554 Rep. Rogers asked if APA has an attorney.
Yould responded that Ken Vassar, Department 
of Law, did legal work for them. He said 
Vassar doesn't review all the contracts, 
that they have other attorneys. He said the 
contract was reviewed by the Department of 
Law under the Transportation Section, but 
was primarily reviewed by private counsel.

Number 575 Rep. Martin asked if Division of Insurance
had been consulted. Haywood said yes. He 
said owner wrap-up is a common way of 
handling major construction projects all 
over the country for the past 25 years. He 
said Alyeska was an owner wrap-up program.
He said they met with the Division of 
Insurance several times before going into 
the program. Haywood said there had been a 
question of whether special regulations 
would need to he adopted, and that it had 
been decided they were not. He said they 
set the cutoff at $50-million projects for a 
wrap-up program.

Number 614 Rep. Martin asked if Commissioner Hudson had
given permission for a wrap-up program. 
Haywood st.id the risks of the state of 
Alaska would tap a majority of the world­
wide marketplace capacity. He said the 
contract was on the basis of professional 
services, and would be kept in effect for 3- 
5 years. He said this was done early in 
1981, .and that Marsh & McLennan and Coroon & 
Black/Dawson were selected.

7



Number 654 Rep. Martin asked why these companies should
get paid for ''.n insurance program when the 
memorandum of agreement was dated three 
months after the insurance coverage went 
into effect. Haywood said the insurance was 
there by October 15. Rep. Martin asked if 
that was when they decided Harrison Western 
did not have coverage. Haywood responded 
that their lack of insurance was not an 
issue, and that they did not meet other 
specifications. Rep. Martin asked at what 
time the Commissioner signed the sole source 
contract. Haywood said the contract was put 
together for Tyee Lake insurance. He said 
insurance is a contract of ’’utmost good 
faith". He compared it to car or 
homeowner's insurance that is ordered by 
telephone. He said this was the same 
situation— the coverage was put into place 
as of 10/1, contracts followed. He said 
this is standard practice.

Number 734 Rep. Martin said he understood the
contractor could not get insurance because 
they were a high insurance risk. He pointed 
out, in addition, that it was not a $50- 
million contract. Haywood said it would be 
a $90-^0 $100-million contract when it was 
done, lie said Terror Lake, with one prime 
contract for a $175-million project, was a 
better example than Tyee, which was bid in 
three phases.

Side B, Number 005 Rep. Rogers asked if Coroon & Black would
then get the insurance contract on Tyee,
Terror Lake, and Susitna. Haywood said they
didn't have a contract like that. Rep. 
Rogers asked if they could extend the 
contract to all projects. Haywood said it
was part of the selection process.

Number 027 Haywood said they need four to five months
lead time to give the broker time to put 
together the program needed. He said they 
now have two projects on-line: Terror Lake
and Tyee. He said this is a Risk Management 
service, it is not separate.

Number 042 Rep. Rogers asked, since the contractor
bears no cost of insurance, what is the 
incentive for a good safety program.
Haywood says statistics show they run safer 
jobs. He said they build safety specs into 
the project, centralize safety coordinating
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and facilities on the job, and report losses 
to the National Safety Council, so insurance 
modification factors continue to run. There 
was discussion of incentive for a good 
safety program.

076 Haywood said the state isn't forcing safety
on the contractor. He said statistics show
these jobs are run safely. He said Rep. 
Rogers was missing the humanism. He said 
there are so many hidden costs related to an 
injury that no well-managed contractor would 
risk that. Rep. Rogers pointed out that a 
poorly-managed contractor might.

Ill Rep. Martin asked what public entities use
wrap-up programs. He noted that it seems 
that private rgencies are moving away from 
it. Haywood said wrap-ups are going as 
strong now as ever. He said the cutback in 
federal funds is slowing down major wrap-up 
programs. He passed out a partial list of 
owner-controlled programs and documented 
savings. (This list is available for 
inspection from the committee.)

130 Rep. Martin asked if Commissioner Hudson
signed a document to authorize this.
Haywood said it went through contract review 
in the Department of Administration. Rep. 
Martin said the insurance was done after the 
fact. He said that, by regulation, the 
company selected was not qualified as it had 
no ,'nsurance included in the bid. Haywood 
said insurance was included in the bid.

148 Rep. Bylsma said, in the contract with the
insurance company, they provide APA and 
prime contractors with a safety incentive 
formula prior to conception. He asked how 
they could do this if the job was contracted 
before the insurance was in force. Haywood 
said the intention of the agreement is that 
language for policy be in the contract. He 
said it is designed for a project where 
language is included in the bid 
specification. Rep. Bylsma asked what the 
safety incentive formula is. Haywood 
responded that APA got a return of $100,000 
to use on other projects, and $200,000 to 
use as incentive programs with contractors 
on the basis of good performance. Rep. 
Bylsma asked if the contractor and APA split 
that money. Haywood said the incentive is
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based on losses.

N umber 195 Rep. Bylsma said that, on 10/2, premium 
return was mentioned. He said he was led to 
believe it would come back to the state, not 
the contractor.

Number 215

Number 250

Daryl Cody, president of Daryl A. Cody 
Company, a business consulting firm with 
offices in Anchorage and Washington state, 
said one of his specialties is assisting 
contractors in the acquisition of surety 
bonds and construction insurance. He listed 
his qualifications.

Cody described wrap-up programs that were 
attempted to be instituted in Washington 
state in the 1960s that were stopped because 
what they suggested as savings was over 
anything they could justify. He said he has 
been injured by the action of APA, as they 
took insurance out of one of his clients' 
hands. He said he is co-chairman of the 
Insurance Taxing and Bonding Committee of 
the Alaska Chapter of AGC, and that he holds 
an office in the national AGC.

Number 280

Number 297

Cody said he favors the free enterprise 
system,, He is opposed to anything 
unnecessary, which is his first reason for 
opposing APCOP. He said it takes the normal 
insurance buying process away from the 
contractor. He said cost of insurance is a 
major consideration in putting bids 
together.

Cody was opposed to government involvement 
in business where no need or purpose is 
served, as in this case. He said the state 
and the APA are in the private sector, where 
they aren't wanted or needed. Cody said in 
APA's public relations program, they said 
they would save money. He saw no way they 
could save money over the way general 
contractors buy their own insurance. He 
commented on the document which was passed 
out to justify use of a wrap-up plan. He 
said they went back 25 years to find 25 
projects. He referred to one project 
showing a 367. savings. He said these 
savings have no credibility, as the base 
used to show savings was subject to 
question. He did not feel the statistics 
were credible. He said wrap-ups don't save
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money; he believed it would cost more.

N umber 360 Cody referred to APA's inference V ' at money 
would stay in Alaska. He said they hired 
two of the largest brokers in the world, and 
that all the effort has been centered around 
the Seattle offices of those firms. Cody 
felt these firms could be considered non- 
Alaskan firms. Cody said the net of 
insurance does not save costs; it interferes 
with contractors' normal insurance buying 
processes; that contractual liability 
becomes confused because of the grey areas 
created by the net of insurance. He said 
the state is exposing itself beyond the 
protection of insurance, which is an 
additional cost.

Number 409

Number 470

Rep. Sutcliffe asked if the state has 
liability by providing the wrap-up.. Cody 
said they assumed a risk greater than they 
were insuring. There was discussion. Rep. 
Rogers asked if the builders risk could be 
larger than the state is insured for. Cody 
said, if for any reason coverage is denied 
by the carrier, the state is liable. He 
said the state is acting as an insurance 
intermediary. Rep. Bylsma asked if that 
would be .different if the general contractor 
had private insurance. Cody :nid yes, the 
contract specifies the contractor is liable.

Cody referred to exhibits attached to his 
prepared testimony.

Number 500 Rep. Rogers tried to clarify the order of 
events. Cody said the tone of the mess'--'e 
to the contractor regarding the change order 
(after the court battle) was: "Here is the
contract. We'll sign it if you sign the 
change order."

Number 550 Rep. Bylsma asked what law Washington had 
passed regarding wrap-up insurance. Cody 
said the committee has a copy of the law on 
file. The law prohibits an agency of state 
or local government in directing the 
purchase of surety bonds on a state or local 
project. He said the law was passed in 1967 
or 1968.

N umber 584 Rep. Sutcliffe asked, if the state of 
Washington had built and owned projects as 
Alaska will, if there was a wrap-up
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insurance program and if the state couldn't 
totally fund the project, would there be any 
implication that the insurance companies 
would pay out so mi t would reflect back
on the state? Codv aid not think of a
situation where overall financial 
feasibility of projects could be affected.
He believed brokers and Risk Management 
people capable of handling risk and risk 
management. He questioned their right to 
involve state government in private 
business, and the right of the contractor to 
protect himself as he wishes to be 
protected.

Number 625 Rep. Martin asked who paid for the public
relations firm hired, and asked if there was 
any relationship between any of the board 
members of APA and the public relations firm 
hired. Cody assumed APA paid for the 
services. He said that, as of ten days ago, 
the firm was still working on the project.

Number 642 Rep. Martin announced that the hearing would
be continued on Friday, when a bill or 
resolution might be introduced.

Number 645 Don Koch, Chief of Market Surveillance,
Division.of Insurance, and Ken Moore, 
Director of the Division of Insurance, came 
to testify before the committee. Moore said 
formal hearings were held in 1971 regarding 
the pipeline. Two years ago, when the 
pipeline was out and running, private 
enterprise approached them about having a 
wrap-up. As of August 26, the Division had 
published a worksheet of guidelines.

Tape 50, Number 003 Koch said he contacteu other states to find
out their attitudes toward wrap-up programs. 
He got very little response, and said that 
some did not know what it was. He commenced 
work last summer because of a potential 
wrap-up on the pipeline and on other 
projects. Rep. Martin said he understood 
there was a wrap-up on the mavine ferries. 
Koch said there had been only one that he 
was aware of: the Alyeska pipeline, a
private project.

Number 030 Rep. Martin asked Koch what advice he had
given Risk Management and AP^. Koch 
recalled discussions of self-insurance and 
wrap-up insurance. He said the discussion
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was fairly general, and that he had given no 
advice.

Number 044 Rep. Martin asked if Koch foresaw the state 
being solely responsible for paying workers 
compensation claims. Koch was not sure. He 
believed that should be considered.

Number 058

Number 071

Rep. Martin asked if the Division of 
Insurance had any overview responsibility, 
or if Risk Management was independent.
Moore said Division of Insurance had no 
responsibility at all over Risk Management. 
Koch said they regulate provider coverage.

Rep. Martin asK.ed if they had evaluated the 
program. Koch said they had not. He said 
if they were directed to look at it, all 
they would be required to say is whether or 
not it covers workers. He said they don't 
have the expertise to say if it is an 
appropriate program for those circumstances; 
that this is not one of the Division's 
roles.

Number 093 Rep. Bylsma asked what effect elimination of 
wrap-up would have on workers compensation 
(he used Washington state as an example). 
Moore said it could have an effect. Koch 
said that whether compensation was a prime 
consideration when the legislation was 
created would be a factor.

Number 110

Number 125

Rep. Martin asked if the Division could 
evaluate the policy— percentage of risk and 
true value to the state. Koch said they did 
not have the expertise, and that they would 
have to contract that out if they were 
requested to provide such an evaluation.

Ken Vassar, attorney in the Department of 
Law, came before the committee. Rep. Rogers 
asked if he had reviewed the power sale 
agreement. Vassar had not. He responded to 
Rep. Rogers that he had not reviewed the 
interim financing agreement, either. Vassar 
said the APA has outside counsel, and he 
believed they had reviewed the documents in 
question. Rep. Rogers asked if Vassar had 
reviewed any of the insurance issues 
discussed. Vassar said he had. Rep.. Rogers 
went over the occurrence of events:

07/27 APA met with Marsh & McLennan
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08/06 Response of Marsh & McLennan with details 
08/11 Bids come in
Aug/Sep APA chooses bidder
10/02 APA board meets & approves concept of APCOP
10/06 Change order issued
11/09 Press release regarding APCOP
11/23 and 12/02— sign memorandum of agreement

Vassar said tl is was not standard procedure.
He was not familiar with the timeline. He 
said the decision to use the program was 
entered after the bid. He said this 
constitutes a change of circumstances.
Vassar said the details came to the 
attention of the executive director after 
the bids were opened. There was discussion.
Rep. Rogers asked if they were planning to 
review the sales agreement with Ketchikan 
and the interim financing agreement. Vassar 
said yes.

Number 19C Commissioner Ernst Mueller, vice chairman of
the Board of Directors of Alaska Power 
Authority, said APA is a business in 
competition with private facilities. He 
feels it is his responsibility to 
investigate cost-cutting avenues. He said 
the only way to keep a cap on costs is to 
hiie experts. Risk Management is one of 
their agencies used. He said decisions are 
rightfully in the hands of the Board.
Mueller said that, at the meeting, there was 
sufficient justification to approve this 
approach. He said information to date has 
not changed his mind. He said the 
disadvantages of wrap-up insurance to 
general contractors are the same in the 
entire field of wrap-up programs, public and 
private. He said any decisions made about 
wrap-up programs should cover public and 
private contracts. Mueller said information 
to date indicates it a good program.

Number 242 Rep. Rogers said, looking over the partial
transcript of an APA board meeting, that 
Commissioner Webber had asked questions 
about board action and legislative approval, 
and that others had asked questions about 
liability, safety incentive, higher policy 
cost, and workers compensation; but that the 
Board had taken no action on these 
questions. Mueller said the Board could 
have delved more deeply into legal 
ramifications, and that there was no doubt

14



Number 288

Number 358

that this was an unusual procedure. He said 
it should have gone to bid differently, but 
the Attorney General did not seem to think 
it illegal. Thexe was discussion.

Rep. Rogers asked, regarding interim 
financing, if Mueller had ever seen the same 
situation (of the legislature being in a 
position to allow APA to default on interim 
financing, or approving funds to cover the 
financing). Mueller said he had not seen 
the same form. He said those building 
projects can't wait for a favorable bond 
market to do work, lie said the Department 
of Revenue gives them money out of the 
general fund. He said one would have to 
speak to the APA Bond Council as to the 
processes involved. There was discussion of 
bonding. Rep. Rogers pointed out that there 
has been no legislative oversight of this 
project. Mueller agreed.

Rep. Rogers asked if there were any 
inconsistencies in the Ketchikan power sales 
agreement in the ceiling versus statewide 
wholesale power cost rate. Mueller said 
they had asked Vassar to look at that to see 
if it conflicts with law.

Number 374

Number 400

Number 417

Rep. Bylsma said that, in the transcript of 
the 10/2 meeting, Slagle and Webber were 
talking ab’ at insurance when the 
Commissioner asked if the legislation was 
t ere. Slagle said he could not rnswer,
"but we do it". Bylsma asked Mueller if he 
had questioned that. Mueller said they 
relied on the attorneys. There was 
discussion.

Rep. Martin asked who was attending the 10/2 
board meeting. Yould said he could provide 
a list of those attending.

Rep. Martin noted, regarding a $9-million 
contract to a Japanese firm, that $570,000 
was in advance. He asked if these monies 
had been authorized yet. Yould responded 
that they received bids to put in the 
submarine cable portion of Tyee. The 
Japanese firm was the lowest bidder. 
Insurance premiums have oeen provided for 
this portion of the program. Martin said 
this goes against the advertisement about 
keeping money in Alaska. He questioned
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APA's procedure of insuring leased equipment 
but not insuring owned equipment, which 
would ensure that APA would get outside 
contractors because Alaskan contractors 
would own their equipment. Yould said this 
was to ensure that leased equipment would be 
insured. He said owned vehicled are already 
insured by the owner. Haywood said it was 
to insure items the owner has the greatest 
interest in. He said that owned equipment, 
vehicles, and aircraft are the contractor's 
responsibility. Martin said that was true, 
unless the contractor leases it. Haywood 
said to look at Tyee; they were concerned 
about someone grabbing a private plane or 
boat, crashing, and having no insurance. He 
said this could come back to '.he owner.
Rep. Rogers said then it would make sense to 
rent or lease equipment, and that this would 
have an impact on future bids. He said 
there would be no reason to use one's own 
equipment, because the bid would be higher 
because of insurance on the equipment. 
Mueller disagreed, saying it would depend on 
the individual situation. Haywood said Tyee 
was not handled like a normal project. He 
said there was perhaps a valid concern 
regarding the conflict with competitive bid 
contracts. He referred to a companion 
program in place for contractors to use if 
they wished; the attorneys were not sure if 
insurance would affect low bids, so they 
elected to include subcontractors. He said 
they are not including aviation and 
watercraft coverage on future projects.
There was discussion.

Number 597 Rep. Martin asked if the Japanese firm owned
its equipment for cable laying. Haywood 
said it was leased on a time charter. Rep. 
Martin asked if the insurance covered them 
to and from the job. Haywood said it would 
cover marine exposure while bringing the 
cable to the jobsite.

Number 619 Rep. Bylsma questioned the length of the
insurance contract. Haywood said there was 
no date because they were not sure when the 
exposure would end. Rep. Bylsma asked asked 
if they were insuring for the length of the 
program. Haywood said yes, that it was the 
same situation as when asking for a fixed 
price bid. He said change orders could 
increase or decrease the costs.
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Number 654

Number 678

Side B, Number 008

Rep. Rogers said, regarding bids on various 
projects, that the difference between leased 
or owned equipment could make a difference 
in lowest bidder.

Rep. Martin asked Mueller and Yould to 
clarify what legislation is needed to 
clarify this situation and make it legal.
He said committee staff would prepare the 
opposite point of view. Yould said nothing 
precludes entering this type of program in 
Alaska. Vassar said the authority is broad 
enough under present law. Rep. Martin 
requested citation of specific authority. 
Vassar said nothing in the law expressly 
authorizes it; that it is general authority. 
There was discussion. Mueller said they 
asked many questions, wanting to clarify in 
their minds and ascertain if they had 
authority. There was more discussion.

.:3 Rep. Martin had announced that the 
hearing would be continued on Friday, April 
2, and as there were no further witnesses 
wishing to testify, the meeting was 
adjourned at 3:35 p.m.

/

17



" lj
• •-* • • f)

/••„ Q.Z-,

o o o

<2>/c

C'</C>

o b 1/

Q f!

3 /3 //l?  olv /-J oftz/hn &

/ t tz ^  lj/

CZdjOP 7*1 j  jjpwAsQ&fre*r 6^ y)\Z^ —  fa  /&&& C irxt/h ,î y~

iA ^ U /ia ^ c ~ €

2 )tt£ - fit//tw ^ csit C ?ft <2A, A-CrC* — 6 ? S  C en^f-suzA aZ& S^tA st*+<t •—  

CZ&apyQ,i 6 f^rv~3x ^  f t f f l  uSuxp u p  or 4 /.r-XMm co ? Artz.& p.

^<Z&<rhcKM,(Lj, /C^-.v /tyf>'<* /t> ftu o  'fit* • tO c rJ  onn-i^

qTAa X  7%/s6*>~ •

fa )k f< r( ( jjfa c / sU tj CD ,^/aZC ZL/ p tA stiU X i?  0O~Uzp> ̂  L*p *

• » I- _ •
U )/uq c t t t /  A P fl U uyfctuZ/> s p ffr*- • (n tC * o>i 71 ĉ<. o s ^ ti+ e O e i
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trr^ . _

I-/6J- g   ̂ r< ccrtx-̂ ?4 14/tests n rfl  id /&fcdtAx  ̂ Qusuu^t

<h LTurCa fc d *  £(vcj

^V**-OA-ca. A-&-0 t / fee-tn. siy\/ux t^3 ^ri p \r\ £}uf&+ L ft& f 7~^£e^

— . f£~ (A)kat~ iv d  (y /\jAr. fand<* c d  * » t  At art** P*

J&cjts* nj ) f  /bd/cf ?

land’d  ~~ atiisvu^ o > (M̂ cU~4Uf£lo*-A A/i.u-u>ed J!p >\q  fc- /̂}\

CA Id i d u c c s f  •$» H - .

&  -  U t M  14 cfa /Tfcts 4  btn\d<7 luc*jf (A.A? Ap dO°?C> ?
A f t ?  . J a

U  - n t f X & c  L4u l*a^(rO / b*ct A'tTCO tu A  G U I  Lt-t d o  CAjtU-f 

L ^ ftU ou cf .

/^ • '"  Ccy\^CtAA^d / t f i /  tj QZZZ/ /u.alc't'f^ dC-(U^n.o oy\ £f-̂ co ,

L uiw  Hijiojc fa  C&tfxZaS Atd^i-in- O c ^ f ?  y ~  i^co, u )/O xtkA(p'ttrcc^dot. 

" <?ivC ( ^ ot̂ hc -  /ic^ a f (jfru-padt J&fl*-? du./'/C n ?  fcj-- qco .

&- -  AAa\s-( GictiUrVfu. I44uu? ?  y — h i o d  £&n ^  ,

&  -  /^ v  /b x f t -  <J WZrnt U^ccc^ P q  dxOf disc* f~ k*t w d  A\aL(_

j ? u n  /htriy cdiji^c/. P + u h v w  tlCu* ?

Y~~ A Q fl sCt-Apa C/lok.^ ,



QSb
Cu I la^  { Adn*d> C tU ' lr* H \ £ /U ^  A CsnAytA^ZP^J> Oi/W  fa  / y ^ t  f

Y -  iu>i LK-tdid ^ 0-<̂ u& A O ^ i Pj ̂ ur\— -

£ -  “  fa  id d f /£ > %  C A flh l* - /’  C tiC C s tu h s tu s ia .Z & y  ^  -T  £ >  c #v-

' / -  (1 6 - ti- f U .d t£ / A flt^ C P  Ih  ^H O C a  H j l + \ z ^ z /  ^  d iu z -e c S . Z Z r ^ u 2^ ^ /  —

d P d T n Z  A U Z L  lA jk c ^ e  (O rf?  U /l£ P  U > h *  (+ & &  <^ *-M  •
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IhO-̂ dCv (A (n /)r(d A (w ei^^pu.

£T<T </ /€* -  /9 A ^  /i4^ A /A j'?  y -  UdL<kJA^. fc * C 4 ^ t sU/J dlC S C frL tv id tz  j  A a -tK

/y fi^ A . t f  fA 'p . . Q n ^ A d T  U M ^f / l W  ^  /iC^J (A-î cde* A f t f * - '
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ct̂ UA^fh^c^xXcct /deotns***^ .

/ 3 £ )  j : A (  -  Hx<eU>trr> /U*yy\ e & r n  fr> euoAA. H d z f  P

3^ ?~t\. C&Y\/& 4 s C ' f ~ 0 0~ "f" G. ,

/ 3  ^  ^  U>Cr\S & frO p ^  fa u ^ j O f\ s A^tiZ'1 ■̂A-C-’f  j  (QP-OOI s\e ry$ / A/ot-^
• ,  #

^  lAJA<? A c i JyU So tc^ tfd &-4 c f A ee t /to tSU^ L^cCozrtzr'f cw  A/cc-

t f -  2 * *>  UP/t-J o**~ I t lc J  .

/  V $  fa y fa ^ -A  —  L*^ C tP o C t/tc f f a  u o a  C c, /-A s y  (p-vciA ets faA /9  /■ y ro o n ** o ttC lo

\J>f U/LCt-t'- ftd - f ly f^  thu+da. jj-vto 7& Cc>s*cy?7)f>'[ j  flto o  07* AAc^j

^  L ti\C tA *~ o O J (rr. U * s . (M lu) U*- f a t s  ?

^  / iACZt̂ r~-tZ.tr> <-$ j
t\ " rfcz& l*-rfr+x 04 f-Un/f OdstA-rj+i-41-t̂ C b̂ *.**. 0C»-£Z*~O*~. &UL+^-*er

f a  (P ^ )' ̂  tA jA ^ r ^  Otr^Cî c^yc/ / fa o c fa td a 7 iffd
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/^ -ta  — ^  tu{< urt /Cc^ h  Ccet a P  /V W  ^  A<v ^  (f  u s^ O ^ C , tP/£a^o

3 7 y  3  ~“ u*~ fs C A .ir f f  s^  /o/d "~ '$ £ a .c jt c j •f& & t?.'~ £  fo - c^ ffO c^

O- i'tO I  C d l̂ f t-v A d f t c i _.r^ ^  ̂  -̂7'» IVA^J A /t-t^ } f io  eip> <pA*-At

k a  Q jL tJ t a ^ ’̂ w ^ c -7  j  'O e ^ f Plm - sO  f j t  ‘* fa s u J r  ty*-<i 

!Um  "  (Hx a  !A^9- .



t

3  7  7  •

^C T ) fa  —  10 yh^ ^ ) ^  /T^crt̂ Ures) .

/V u a . — /?r?

M ~~ <Z&^b>u c f a u  H jl^ f (M »id ^ 3  lh $  A ^/Q- A & A \. ^

^ Iu a . -  L ^O  . C ^ o i,(e / ,& u c / ( fru rv rd /' C cp'f ^  •

f a  -  A x ~ ^ u J ^ ^ e i Usj& e^ .

V f 7 fa  -  / lt  C o tZ ta ^ r- — ^  7 M  fa  t ^ s )d , e?>c

—  /U ^px+ jao  i Z c t ' / ' f a & t ?  

l^ *u J L c{^  .As’C^ irzt trid Z i t }  /k<-ln?\a^i.<~^s> ct^O& j>tn / -

^ t4 # » t -  ^ tru sc,a i fr lttd -a * 'f W w  ̂  t r  3.<Xi.̂ r

0 rv b *lf\ (?ts y  ^  V) facZ s J lin  ~/>fa\ •

/fa  -  <zt,6T/  fa c e  A - ls * .<_i^ <vt- f J t — ^  s£ t f erẑ ~
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A E A S S S A  P O W E R  A U T H O R I T Y

Partial Transcript of Board Minutes 
of

October 2, 1981

Mr. Yould: The final action under Tyee has to do v/ith Insurance.
Normally, - one shouldn't say normally, but what we have 
anticipated with the Tyee Project, - what has been 
normally done within the State on large projects such as 
this is to require that the contractor provide his own 
insurance for, to protect against various contingincies 
that would care up during construction. However, Terry 
McGuire has been working with the state's Risk Management 
section which has indicated that the Fewer Authority 
might find it desirable to enter into a wrap-up insurance 
program whereby the Paver Authority would request that 
the civil contractor, Southeast-Harrison Western, allav 
us to secure the necessary' insurance on his behalf. The 
advantage being that that insurance alone is going to 
cost somewhere in the neighborhood of, we're just 
guessing, $3 million for the various programs and 
policies that he is going to have to be taking out. But 
based on a proration of what we anticipate the insurance 
claims will actually be should this be a normal project 
we can anticipate a premium return of somewhere in the 
neighborhood of 30 to 50%. This is something that can 
come back to the state and be offset against the project 
rather than relinquishing the contractor. That's why in 
dealing with Risk Management wo feel that it's a very 
desirable thing to do. If you would like to I think all 
we want to do .is make you aware of this technique and 
this procedure and let you ask questions which you might 
have. But we do have a gentleman from Risk Management, 
and Mr. McGuire has been working on this particular 
technique.

Comm. Webber: I'd sure like to hear that one.

(voices interacting are inaudible for this space)

Mr. McGuire It was not until late July, early Augu: L (inaudible) some 
bills were passed or signed into law or passed into law 
that we knew that we had the insurance requirements 
associated with certain contracts during construction and 
we did not come to a decision based upon discussions with 
Risk Management that it: would be advantageous to 
establish wrap-up jxilicy until early in August. At that 
time we had considered sending out an adendum to that 
major civil contract, but it was getting so close to the 
bid date of August 11 th that we felt it would confuse the 
bidding process and we decided we could actually, if we



instituted this type program after evaluation, v/e could 
go to the contractor early on, say don't put your 
insurance in force. You don't have to have to worry 
about losses above your experienced level, which would 
impact your rates in the future, or we will provide the 
insurance, we can probably provide a greater degree of 
course possibly for a lower rate since it's a wrap-up 
policy and we would issue a change order to your existing 
contract to effect this and reduce the contract anount by 
the value that he had anticipated paying for insurance. 
What you have, what I just handed out is a letter from 
John Haywood the Director of Risk Management. That's the 
initial letter, and then there's a brief statement, 
brief, some articles covering wrap-up policies that gives 
you a little idea of where they stand in the industry.
And then there’s another copy of the August 6, 1981 
lef ar which is also in your Board packet from Marshell 
McClennen. We have here with us today Mr. Tom Slagle, 
who is an assistant to John Haywood, both he and I will 
be able to answer any questions, I think, that you have. 
Some additional advantages of this program are: in a 
project where you are having eight to ten or eleven, 
even, major contracts, plus you'13 have sub-contractors 
for those prime contractors, you're constantly having to 
establish for each individual contract insurance limits 
and they must meld with each other and we have to get 
certification of that coverage for a3.1 contractors and 
sub-contractors and it comes somewhat of an admin­
istrative burden in some respects. And, as Mr. Yould 
stated, should the losses associated with the program or 
the claims associated with, that could be filed during 
the construction phase of the project associated with 
professional liability, general liability, workman's 
compensation, and so on, the loss activity is lew, well 
actually the contractors are going to obtain the premiums 
that, you know, a rebate on premiums in some respects, 
whereas the Power Authority and the state can achieve 
that rebate on premiums. Tf the experience factor is 
high the advantage to the contractors is their loss would 
have been high, well then it is not impacting their 
ability to get future contracts because their individual 
film's insurance premiums. So that there are some 
advantages to both contractors and to the stat:. We feel 
there will lx? a cost savings by instituting this wrap-up 
program. Another advantage is that when you have each 
contractor buying their own individual insurance you're 
going to have many parties involved and if there are 
claims sane times they'll. be many people involved in a 
suit. There can lie claims against both. Contractors can 
make claims lx»th the owner, design engineers, and so on, 
construction management: firm. It becomes extremely 
complicated. And with a wrap-up program with all parties 
having the same coverage with the same policy the 
resolution of the claims is handled by that one broker.
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Chmn Conway: 

M r. M cG u ire : 

D r. l i f ih r :

Y o u 're  n o t  h a v in g  in s u ra n c e  com panies h a v in g  h ig h  expense 
t r y in g  t o  re c o v e r  lo s s e s  a s s o c ia te d  w i t h  t h e i r  in s u ra n c e  
p rogram s w i t h  each o th e r .  Y o u 're  d e a lin g  m a in ly  w i t h  one 
Yro k e r  who b a s ic a l l y  i s  c o v e r in g  in s u ra n c e  a re a s  and 
coverage  f o r  t h a t  in d iv id u a l  p r o je c t .  A n o th e r advan tage  
i s  t h a t  t h i s  can be expanded and i t  w i l l  i ie  a cco m p lish e d  
i n i t i a l l y  j u s t  on t h i s  la k e  Tyee p r o je c t .  We a n t ic ip a t e  
t r y in g  to  expand i t  t o  our. o v e r a l l  p rogram , o u r  o v e r a l l  
c o n s t ru c t io n  p rog ram . The rea son s  we a re  lo o k in g  a t  
M arsh and McLennan r i g h t  n o /  i s  t h a t  th e  D iv is io n  o f  R is k  
Management i n  th e  p a s t y e a r  had s e n t o u t  RFP's t o  a l l  th e  
m a jo r n a t io n a l  b ro k e ra g e  f i r m s  and had s e le c te d  M arsh and 
McLennan t o  p ro v id e  cove rage  in  t h i s  a re a  f o r  th e  s ta te  
and C o rro o n /B la c k  and Dawson had been s e le c te d  t o  buy 
coverage  i n  t h a t  a rea  o f  p ro p e r ty  in s u ra n c e , and o th e r  
a re as  to o .  They f e l t  duo t o  th e  t im e  c o n s t r a in ts  th e  
d e s ire  to  g e t  t h i s  w ra p -u p  p o l ic y ,  p o s s ib ly  in  p la c e ,  f o r  
t h i s  one p r o je c t ,  we s h o u ld  n o t  go  o u t  w i t h  a RFP w h ic h  
c o u ld  ta k e  th r e e  m on ths , p o s s ib ly ,  t o  e v a lu a te .  I t  c o u ld  
be a v e ry  com p lex  RFP t o  p “ e p a re , c o u ld  be a com plex RFP 
t o  e v a lu a te  and we w ou ld  n o t  be a b le  t o  i n s t i t u t e  th e  
p rogram  and save th e  s ta te  p o s s ib ly  some money u n le s s  v/e 
w en t t o  M arsh and M clennon f o r  t h i s  coverage  i n i t i a l l y  on 
th e  la k e  Tyee p r o je c t .  Sometime in  th e  n e x t few  m onths 
we a re  g o in g  t o  be s e n d in g  o u t  a RFP t h a t  w i l l  o u t l i n e  
v/hat o u r  in s u ra n c e  re q u ire m e n ts  w i l l  be on a p rogram  
b a s is ,  n o t  j u s t  on th e  Lake Tyee p r o je c t ,  b u t  on a 
p rogram  b a s is ,  and w e ' l l  he w o rk in g  c lo s e ly  w i th  R is k  
Management in  th e  deve lopm ent o f  t h a t  RFP and in  an 
u l t im a te  e v a lu a t io n  and wo may end up h a v in g  o r a l  
p re s e n ta t io n s  b e fo re  th e  Hoard a t  some fu tu r e  Board 
m e e tin g  by th e  to p ,  w h a t we c o n s id e r ,  on th e  w r i t t e n  
s u b m is s io n s , th e  to p  f i r m s  t o  make o ra l,  p re s e n ta t io n s  t o  
d ie  Board a t  some fu tu r e  m e e tin g . T h a t 's  w here  we s ta n d , 
i t  was b o th  R is k  Management and o u rs e lv e s ,  w anted  th e  
Hoard t o  have th e  o p p o r tu n ity  to  ask some q u e s t io n s ,  t o  
u n d e rs ta n d  w hat we a re  a p p ro a c h in g  h e re , v/hat t h i s  
p rogram  i s .  We d e s ir e  t o  i n s t i t u t e  i t ,  I  d o n 't  know i f  
i t  r e q u ir e s  any fo rm a l b le s s in g  o f  th e  Board o r  n o t .  We 
d o n 't  know d e f i n i t e l y  t h a t  w e ' l l  be a b le  t o  even 
in s t i t u t e d  f o r  d ie  la k e  Tyee p r o je c t ,  because i f  wo c a n ' t  
g e t  th e  c o n t r a c to r  to  a c c e p t a change o rd e r  to  reduce  
b a s ic a l l y  h is  c o n t r a c t  by th e  v a lu e  o f  w hat he w ou ld  have 
been p a y in g  f o r  in s u ra n c e , w e ll  th e n  we w ou ld  have to  
lo o k  a t  th e  o p t io n  o f  j u s t  d o in g  i t  f o r  th e  T ra n s m is s io n  
1 in e  and s u b s ta t io n  c o n t r a c ts  y e t  t o  be awarded and t r e a t  
t h a t  somewhat as a s e p a ra te  p r o je c t  f o r  in s u ra n c e  
pu rposes  i f  th e  b ro k e rs  w ou ld  accept, t h a t .

Q u e s tio n s  fro m  th e  Board members?

Tom S la g le  i s  r i g h t  th e re .

Would you use  p a r t  o f  y o u r s e l f  in s u ra n c e  j x t o !  to  ro v e r
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this, to make a saving that are potential nr would it be 
1005, no deductible?

Mr. Slagle: Yeah, we've used part of it, especially in the excess 
part. Ten million on up. We have an umbrella with the 
state program on any cash loss type claims. We 
invisioned this program as beinq probably the first ten 
million and again, going into the state's program, on any 
excess insurance.

Dr. Lehr: Is there any potential that the state could all of sudden
fir.d themselves in a horrible lawsuit that our coverage 
wouldn't cover? I mean, would the dam, I don't know, the 
thing could break or something like that, is there a 
chance we could all of a sudden find ourselves in a 
billion dollar lawsuit?

Mr. Slagle:

Mr. McGuire:

Dr. Woeden:

I think the potential is there. I think our coverages 
are probably as broad as you're going to get in the 
insurance industry. The potential is always there for 
that type of lawsuit, yes.

To expand on that, we have discussed with John 
Haywood the fact that this program that we're talking 
about here is insurance during construction and we also 
want to investigate what transpires nationally relative 
to coverage of projects in operation. The problem is 
that very few of then, are privately owned. Many of them 
are owned by local governments, state governments, and 
federal government predominately. But we are going to 
investigate that in an area of property insurance, loss 
of operations insurance and so on for individual projects 
and a system as soon as we can.

I guess I tend to be too simple minded about these 
things, but it seems to bo right now when the contractor 
carries the insurance he lx>nefits from a .low number of 
claims. If the state carries the insurance the 
contractor does not benefit from a low number of claims.

Mr. McGuire: 

Dr. Wooden:

Mr. McGuire:

Dr. Woeden:

That's correct.

So, docs that moan we'll kill more people on the 
operations?

No, I don't believe it will because basically the 
contractor, the insurance firms and the Paver Authority, 
and the contractors are still going to be interested in 
keeping any safety, insuring that construction takes 
place in n safe manner.

Well, those safety note, T guess to use a Itoagon phrase, 
are there in accordance with law in any case, aren't: 
they? .Insurance or no insurance. In other words, if

4



M r. M cG u ire :

Chim . Conway:

?

Chmn. Conway:

M r. S la g le

c e r ta in  OSHA and o th e r  a g e n c ie s  r e q u ir e  c e r ta in  
fu n d a m e n ta l, you  know, fe a tu re s ., when you back up a heavy
p ie c e  o f  equ ipm en t i t ' s .  I  guess can see t h a t  in  a
g e n e ra liz e d  sense th e  c o n t r a c to r ,  th e  pe rson  d o in g  th e  
w o rk  on th e  g ro u n d , h a n d lin g  th e  s h o v e ls  and m ix in g  th e  
cem ent and so o n , has a k in d  o f  a g e n e ra liz e d  in c e n t iv e ,  
even i f  th e  s ta te  c a r r ie s  th e  in s u ra n c e , t o  reduce  
a c c id e n ts .  R u t t h a t  in c e n t iv e  i s  n o t  as s h a rp ly  fo cu se d  
a s  when th e  c o n t r a c to r ,  h im s e lf ,  c o u ld  g e t ,  l e t ' s  say 
c o u ld  lo o k  fo rw a rd  to  a s u b s ta n t ia l  re b a te  on prem ium s.

I f  an a c c id e n t  o c c u rs , on a jo b  s i t e ,  th e  in d iv id u a l  o r  
w h a te v e r, w h ic h  id  g o in g  to  he m aking a c la im ,  i s  g o in g
t o  make h is  c la im  and i f  i t  exceeds th e  l i m i t s  o f
in s u ra n c e , t h a t  does n o t  p re c lu d e  any p o s s ib le  p l a i n t i f f  
fro m  s t i l l  t r y in g  to  re c o v e r  more th a n  th e  l im i t s  o f  
in s u ra n c e  coverage  fro m  p a r t ie s  in v o lv e d .  The c o n t r a c to r  
th e m s e lv e s , c o n s t ru c t io n  m anagers, Pcwer A u th o r i t y .

(m o s tly  in a u d ib le  c o n v e rs a t io n ,  in te rm ix e d  between a b o u t 
th re e  p eop le )

A l l  y o u 'r e  s a y in g  i s  t h a t  y o u 'r e  g o in g  t o  w in d  up w i th  a
p o l ic y  t h a t 's  much la r g e r  because i t ' s  g o in g  t o  be p la c e d
th ro u g h  th e  s t a t e 's  own R is k  Management system s and 
th e r e fo r e  te n d s  t o  g iv e  you g r e a te r  p r o te c t io n ,  b u t  I 'm  a 
l i t t l e  b i t  w i t h  D r. Woeden and I  c i r c le d  tw o  p o in ts  on 
h e re . One o f  them, M arsh and McLennan and y o u 'v e
answered t h a t  q u e s t io n  as t o  v/hy i t ' s  g o in g  t h i s
p a r t i c u la r  r o u te .  I f  y o u 'r e  c o m fo r ta b le  w i th  t h a t  
o r i g in a l  RFP and I  assume a re ,  I  d o n ' t  have any m ore 
q u e s t io n s  on t h a t  p o in t .  The o th e r  one I  c i r c le d  was on 
th e  W orkm en's comp p o r t io n  o f  i t ,  w h ich  ..s r e a l l y  where 
th e  in c e n t iv e  i s .  *lt) ru n  a jo b  p r o p e r ly ,  i s  th e  s t a te ,  
f o r  e x a n p le , g o in g  to  have p e o p le  th e re ?  I 'm  n o t t a l k in g  
a b o u t th e  s a fe ty  in s p e c to rs  now, I 'm  t a lk in g  a b o u t th e  
in s u ra n c e  p e o p le . A rc  we g o in g  t o  have someone th e re ?
Who i s  r e a l l . v  g o in g  to  be o u t  a f t e r  th e  . in te re s ts  o f  
t h a t ,  th e  p o l ic y  h o ld e r .

(inaudible)
W e ll ( in a u d ib le )  and, i t ' s  th e  w orkm en 's  coup th in g  th a t.
I 'm  .......... th e  r e s t  o f  i t  I  can u n d e rs ta n d , t h e r e 's  g r e a t
s a v in g s  to  \y?. a cc ru e d  h e re  b u t  th e  conp th in g  I  j u s t  
d o n ' t  ( in a u d ib le )

I  th in k  you ( in a u d ib le ) ,  I  pondered  t h a t  q u e s t io n  m y s e lf .  
I  t h in k  you c o u ld  have some . in c e n t iv e  in  th e  program s f o r  
th e  c o n t ra c to rs  ( in a u d ib le ) . One o f  th e  t i l in g s  t h a t  
c i/e 're  lo o k in g  f o r  on t h i s  p r o je c t  from  t h e i r  R is k  
Management p o in t  o f  v ie w  i s  u s in g  t h i s  as a model f o r  
lo s s  c o n t r o l  p ron ram s. W e 're  g o in g  to  have s ta te  p e o p le  
fro m  o u r  lo s s  c o n t r o l  s e c t io n  th e r e ,  w e 're  g o in g  to  have



Chirm. Gonway:

D r. Weeden: 

Chmn. Conway:

M r. M cG u ire :

Com: W ebber:

M r. S la g le :

p e o p le  from  M arsh McLennan. W e 're  h o p e fu l t h a t  we can 
g e t  some r e a l  p o in ts  on  t h i s  and have a c o n t in u i t y  o f  
lo s s  c o n t r o l  f o r  o th e r  p r o je c t s  t h a t  come up and we

You ra is e d  a v e ry  good p o in t .  And th a t  w ou ld  be sane 
in c e n t iv e ,  t h a t  w o u ld  i n  f a c t  a c c ru e  back t o  th e  
c o n t r a c to r  o r  c o n t r a c to r s  in  t h i s  case , o th e rw is e  y o u 'v e  
g o t  tw o  p ro b le m s . One t h a t  w e 'v e  been a d d re s s in g  i s ,  how 
a re  you  g o in g  t o  ru n  th e  jo b  and th e  o th e r  p ro b le m  i s ,  
now y o u 'v e  r a is e d  t h a t ,  i s  y o u 'r e  g o in g  t o  have th e  
m y r ia d  o f  in s p e c to r s  f l o a t i n g  a round  th a t  jo b .  F ra n k ly ,  
i f  I  was th e  c o n t r a c to r  and had no in c e n t iv e ,  I  w o u ld n 't  
be  v e ry  h o s p ita b le  *-o a l l  th e s e  in s p e c to r s ,  th e y  d r iv e  
you  n u ts ,  b u t ,  i f  1 m  g o in g  t o  g e t  soma th in g  fro m  th e  
b e n e f i t  o f  t h e i r  b e in g  th e r e ,  I 'm  ru n n in g  a v e ry  s a fe  
jo b ,  th e n  I ' l l  a c c e p t th e  in s p e c to r s .

You w o u ld n 't  ru n  'em a l l  th ro u g h  th e  cement m ixe r?

Then th e y 'd  sue yo u .

F iv e  thousand  guys w o u ld  come o u t  o f  th e  woodworks and 
come and d r in k  y o u r  c o f fe e  and e a t  y o u r g ru b  a t  lu n c h , 
and in  t h i s  case  y o u 'v e  g o t  t o  ta k e  c a re  o f  them because 
th e y 'r e  th e  in s p e c to rs .  T h a t happens a l l  th e  t im e , b u t ,  
i s  th e re  a m ethod t h a t  can be c ra n ke d  back in  t h a t  w ou ld  
r e tu r n  some o f  t h i s  w h ic h  w o u ld  fro m  y o u r  s c e n a r io  w ou ld  
be a c c ru in g  b ack  to  th e  s ta te  and t h a t 's  good. B u t, a 
p o r t io n  f o r  a good re c o rd  and a c c o u n t th e r e in .

M r. C ha irm an, I  t h in k  t h a t ' s  e n t i r e l y  p o s s ib le  and I. 
t h in k  t h a t  t h a t 's  g o in g  t o  be som e th ing  t h a t  w i l l  d e v e lo p  
as a r e s u l t  o f  o u r  d is c u s s io n s  w i th  th e  m ain c i v i l ,  
c o n t r a c to r  who has a lre a d y  been awarded th e  c o n t ra c t  
o u ts id e  o f  th e  w ra p -u p  p o l i c y  and s in c e  he r e a l iz e s  th a t  
th e re  a re  b e n e f i t s  t o  h im  by n o t  e xp o s in g  h is  w ork on 
t h i s  p r o je c t  t o  im p a c t h is  o v e r a l l  lo s s  re c o rd .  B u t he 
a ls o  i s  p o s s ib ly  lo s in g  th e  p o t e n t ia l  b e n e f i t s .  And I  
t h in k  t h a t  we c o u ld  d e v e lo p  some a rrangem ent w hereby th e  
c o n t r a c to r  re c e iv e s  a p e rc e n ta g e  o f  p o te n t ia l  premium 
r e tu r n  based u jx)n  lo s s  e x p e r ie n c e . T. can o n ly  say th a t  I  
t h in k  i t  i s  e x tre m e ly  p o s s ib le ,  w o r th  lo o k in g  at: anyway.

One q u e s t io n .  D id  I  u n d e rs ta n d  t h a t  somehow th e  Power 
A u t h o r i t y 's  l i a b i l i t y  i s  l im i t e d  by th e  s ta te ?  D id  I  
u n d e rs ta n d  th a t?  I  d o n ' t  know ju s t  how i t .  came th ro u g h  
b u t  I  t h in k  I  hea rd  th a t  b a s ic a l l y  th e re  w ou ld  I k :  a cap 
on th e  l i a b i l i t y  o f  th e  Power A u th o r i t y  i f  th e y  u t i l i z e  
t h i s  in su ra n c e ?

W e ll,  t h e r e 's  a cap on th e  in s u ra n c e  p o l ic y .  T th in k  
w e 'd  Ik: e x te n d in g .  What we g e t  t o  th e  c o n t r a c to r  anv 
c la im s  th a t  a ro s e  o u t  o f  th e  a c t i v i t i e s  o f  t h i s  p ro je c t .

f.



would come under the state program on large catastrophic 
claims.

Com. Webber: 

Mr. Slagle:

Mr. Single:

Com. Webber:

Mr. Slagle: 

Com. Webber: 

Mr. Slagel: 

Mr. McGuire:

Com. Webber: 

Dr. Lehr:

Dr. Lehr:

That's what I wanted to get to. Hew is that funded?

That is basically funded through the different state 
departments, the cost of risks are allocated back to the 
departments and they in turn

(inaudible interaction)

 Insurance Ccr,pany. We send a premium notice to
different departments based on their, the number of 
buildings they have and their loss history

And in that scenario you can pick up this type of an 
agency and treat it as a department or any insured.

Right.

And is the legislation there to do that?

That I can't answer but we do it.

Basically. Commissioner, I think that for purposes of the 
state's basic programs it would to beneficial that the 
Paver Authority be separated for the allocation of the 
insurance premiums, the variable rates from the rest of 
the Department of Commerce. ,

That's I know what you're saying

Would that adversely affect Commerce rates?

They are semi -acc rua r ia 1 of how they charge their rates. 
Because we have a self insurance pot and then we have a, 
the other one's we go our for premiums on, then every 
year they adjust a little bit. The trouble is those 
won't adjust after you cut your budget numbers, but you 
pay sane of that in your Risk Management charges. Then 
your department wouldn't pay much tacause you have a low 
loss whereas Fish and Game and 1X71’ pay a whole lot

TRANSCTTBm DDCEMRFR 29, 1901.



Alaska Independent 
Insurance Agents & Brokers, Inc.

SEND REPLY TO: 1
Dianne M. Leighton *
Box 164A Eagle River Rd. 
Eagle River, Alaska 99577

March 12, 1982

Mr. Kenneth Moore, Director
Division of Insurance
Dept, of Cotrmerce & Economic Devleopment
State of Alaska
Pouch D
Juneau, Alaska 99811

RE: Alaska Power Authority Hydro-electric Insurance 
''Wrap-Up" Program

Dear Mr. Moore,

The Alaska Independent Insurance Agents & Brokers Board of Directors held 
their semi-annual board meeting in February. John Heywood, Risk Manager for 
the State of Alaska was kind enough to briefly address our group.

Mr. Heywood gave us some background information on the insurance wrap-up pro­
gram for the hydro-electric projects under the direction of the Alaska Power 
Authority. A  question and answer period followed his coaments.

The board has several areas of concern dealing with the State becoming in­
volved with private enterprise. There were no public hearings held and there 
were no requests for competitive bids from the insurance conmunity for this 
program. The board strongly objects to these procedures and as a result of our ~ 
concern we resolve the following:

WE OBJECT TO THE HYDROELECTRIC INSURANCE WRAP UP PROGRAM AS PRESENTED BY RISK 
MANAGER JOHN HEYWOOD ON THE BASIS OF IT BEING A  POSSIBLE VIOLATION OF STATE 
STATUES INVOLVING RESTRAINT OF TRADE; WE FURTHER OBJECT ON THE GROUNDS THAT THE 
STATE IS BECCMING INVOLVED IN PRIVATE ENTERPRISE IN DIRECT COMPETITION WITH 
H E  INSURANCE INDUSTRY TO THE DETRIMENT OF THE ALASKAN INSURANCE BUYER.

We urge your office to conduct a complete investigation into this matter and 
should you find that the State has wrongly involved itself in this project, issue 
an order prohibiting further involvement by the State on this and future projects.

In advance, we thank you for your assistance and look forward to a reply at your 
earliest convenience.

Dianne M. Leighton O'

Executive Vice-President AIIAB
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Copies to:

Mike Pate, Pres. AIIAB 
Pate Ins. Agency 
P.O. Box 257 
Homer, Alaska 99603

Ken Murray
Ken Murray Ins. Agency 
Box 1007
Fairbanks, AK 99707

Mr. Joe McLean 
Ely, Guess &  Rudd 
Suite A  Mendenhall Bldg.
Juneau, AK. 99801

Hon. Jay Hammond 
Governor, State of Alaska 
Pouch A
Juneau, AK. 99811

Hon. Terry Miller
Lt. Governor, State of Alaska
Pouch AA
Juneau, Alaska 99811

Mr. Charles R. Weber, Cannissioner 
Dept. Carmerce & Economic Development 
Pouch D
Juneau, Alaska 99811

Mr. Robert W. Ward, Commissioner 
Dept. Transportation & Public Facilities 
Pouch Z
Juneau, AK. 99811

Mr. Wilson L. Condon, Attorney General 
Pouch K
Juneau, AK. 99811

Mr. John Heywood, Director 
Division of Risk Management 
Pouch C
Juneau, AK. 99811

Mr. Jeff Berry, Special Assistant 
House Labor & Ccnmerce Committee 
Pouch B
Juneau, AK. 99811

Mr. Terry Martin, Chairman 
House Labor &  Commerce Committee 
Pouch B
Juneau, AK. 99811

Mr. Jalmar ICerttula, Senate President 
Pouch B
Juneau, Alaska 99811

Mr. Joe Hayes, House Speaker 
Pouch B
Juneau, AK. 99811

Mr. Gary Jenkins 
NFIB
P.O. Box 194 
Auke Bay, AK. 99821

Mr. Richard M. Pittenger 
Associated General Contractors 
Box 4-2500
Anchorage, AK. 99509

Mr. Tern Sewwney, Pres-Elect AIIAB 
Sweeney Ins. Inc.
P.O. Box 1395 
Kodiak, AK. 99615



EXHI BI T I I I

PUBLIC AGENCY

OWNER-CONTROLLED COORDINATED INSURANCE PROGRAMS

Owner

Bay Area Rapid Transit District 
Metropolitan Atlanta Rapid Transit 

Authority 

Baltimore Rapid Transit System 
Niagara Frontier Transportation 

Authority 
Dade County Metro
Washington Metropolitan Area Transit 

Authority 
Tri-County Metropolitan Transporta­

tion District 
New York Housing Authority 
New York Port Authority 
New York Port Authority 
New York Port Authority 
New York Port Authority 
New York Port Authority 
Metropolitan Transit Authority 
Metropolitan Wastewater Management 

Commission 
New Jersey Sports Complex 
Federal Reserve Bank of San Francisco 
New York University 
Universit' of California 
Province or Quebec 
United Nations 
Omaha Public Power District 
South Carolina Public Services 

Authority 
City of New York
Sacramento Municipal Utility District 
Societe d'Energie de la Raie James 
City of New York

Location

San Francisco, CA 
Atlanta, GA

Baltimore, MD 
Buffalo, NY

Miami, FL 
Washington, DC

Portland, OR

New York, NY 
New York, NY 
New York, NY 
New York, NY 
Buffalo, NY 
Buffalo, NY 
New York, NY 
Eugene, OR

i
Hackensack, NJ 
San Francisco, CA 
New York, NY • 
Berkeley, CA 
Montreal, Quebec 
New York, NY 
Nebraska City, NB 
South Carolina

New York, NY 
Sacramento, CA 
Montreal, Quebec 
New York, NY

Project

Rapid Transit System 
Rapid Transit System

Rapid Transit System 
Rapid Transit System

Rapid Transit System 
Rapid Transit System

Rapid Transit System

Housing Construction 
.Verrazano Narrows Bridge 
World Trade Center 
3rd Tube Holland Tunnel 
Niagara Power Project 
St. Lawrence Seaway Project 
Subway Construction 
Wastewater Treatment Plant

Construction of Stadium 
Construction of Building 
Various Construction Projects 
Various Construction Projects 
Olympic Stadium & Subway 
United Nations Building 
Power Generating Project 
Coal Burning Power Project

New York Power Project 
Nuclear Power Plant 
Hydro Electric Project 
Lincoln Center

- 3 -



COORDINATED INSURANCE PROGRAMS

ACTUAL COST SAVINGS

BART - San Francisco, California

WMATA - Washington, D. C.

MARTA - Atlanta, Georgia

MTA - Baltimore, Maryland

NFTA - Buffalo, New York

Gulf States Utilities 

Arizona Public Service Co.

Palo Verde Power - Arizona 

Tri-Met - Oregon 

Southern California Edison 

Societe d'Energie de la Baie James Montreal, 

Canada

Savings

35.7% I
($16.3 Million)

36.8% I
($36.2 Million)

34.9% 1
($21.4 Million)

40.3% 1
($18.6 Million)

30.4% 2
($ 8.4 Mill ion)

$ 7.8 Million A

39 2% 4

($ 6.2 Million)

50.0% i

30% - 40% -

25% - 30% -

$22.0 Million -

1̂ U.S. Department of Transportation Insurance Study 
2_ Warren, McVeigh fj Griffin Inc. 3/2/82 
3 Business Insurance 9/7/81 
4_ The Wyatt Company 3/15/82 
5 Warren, McVeigh C\ Griffin 3/15/82
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S o u t h  UJrange L I Roads  
I F B  R 1 0 - 8 1 - 5 4

G o d f r e y

S o u t h c o a s  t

B e r g  C o n s t .

Dyad. C o  n s t .

E 3 1  i m a t  e

W a y n e  C o n s t

 1 r 1---------- 1---------- 1----------1 i---------- 1---------

0 t . 0 0 0 , 0 0 0  3 , 000 , 000 5 , 000 , 000  7, 000.  000 9, 00

610

1
0 , 0 0 0

D o  I I a r s



S o u t h  W r a n g e l l  Roads  
I F B  R 1 0* -  81 -  5 4

6 ^  I n s u r a n c e  
0 ^  S o u t h c o a s t

G Q d f r e y



N o r t h  B i r c h w o o d  I n t e r c h a n g e
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T h r e s h o l d

5 0 , OGfl ,  00 0

40. 000. 000

30. 000. 00 0

20, OO0. 000

1 0 . 0 0 0 . 000

e c t C h a r t



S o u t h  W r a n g e L l  Roads  
I F B  R 1 0 - 8 1 - 5 4

G o d f r e y

S o u t h c  o a s t

B e r g  C o n s t .

D y a d .  C o n s t .

E  3 1 i m  a t e

W a y n e  C o n s t . 6 1 0
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I FB R 1 0 - 8 1 - 5 4
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N o r t h  B i r c h wo o d  I n t e r c h a n g e
F - 0 4 2 - 1  (77)

S & G

R & B

E s t i m a t e

E a s  t w  i rid

H e r m a n  B r o s .

M  - B



N o r t h  B i r chwood I n t e r c h a n g e
F - 0 4 2 -  1 (77)
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B a u g h  C o n s t ,

E a s  t w  i n d

U c h i t e l

R & B

Ul i I de r

E s t i n) a t e

N o r t h e r n  L
X - 1

. i g h t s  B l v d .  
L 4 6 0 4

• •■ x  , ' . ' " \......... _..... ... . ..:: ' ' :■ S

5. 134. S 3 0

5. 151. 4 4 2

5. 563, 7 3 3

5, 828, 9 3 4

5, 8 5 2. 9 3 4

0 1, 0 0  0, 0 0 0 3, 000, 000 5, 0 00, 000

I) o I. I. o r s



N o r t h e r n  L i g h t s  B l v d  
X - 1 4 6 0 4

6 % I n s u r a n c e  

0.^ E a s t w i n d

Baugh Cons t



McLee Con s t

C. J.  M. Cons

E s t  i mate

Wick Cons t .

V a I d e z  CommunI t y 
And i t o r i urn

J. B, War ra c , 0 0 0

6, 0 00, 0 0 0

6, 034, 396

3, 000,000 5, 000,000 7 ,000 , 000
D o  l L a r s

5, .990,  000

5, 999, 999

7, 102
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V a I d e z  Communi ty 
Aud i t o r i urn

i I n s u r a n c e  — .
0* C. J, M, Con s t

McLee



D a w s o n

UJ i c k

C o n t r a c t o r s

C o o  g a n

Pac, V e n t r s .

H a r b o r v  i ew 
E l e m e n t a r y  S c h o o l

E s t  i m a t e 000, 930,



1

H a r b o r v  i ew 
E l e m e n t a r y  S c h o o l

I n s u r a n c e

Wick

D awson
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C e n t u r  y
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P r e f e r r e d
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