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pay or cost a boncl of twice the estimated tax. 1In addition,
one or two bonds of $10,000.00 will also have to be posted.

In contrast, Dby catching the scaie number of fish in the same
places by the same methods but icing instead of freezing,

the troller eliminates a huge beaurocratic morass, saves
bonding fees and saves on the landing tax. In return the
troller gets to land an inferior quality product for which

he will get a lower price than if he landed a frozen product*

Considering the recent actions, of the Board of Fisheries and
the NPFhC that have resulted in the reduction of the troll
season by ~5 days in the past two years the economic impact
6~ this tax ruling on the trollers thj-t have invested 1in
freezing equipment is going to be considerables

In® 1976 a Hr. Kirkland of the /slaska Department of Revenue
ruled that trollers who freeze their own catch are not
processors. In 1979 this ruling was changed but 1 wonder 1if
the Department understood wriat is was doi Tg. In December of
1980 two trollers talked to the present head of the Depart—
ment of Revenue about this matter and had to spend the"better
part of an hour explaining to him the difference between
trollers and travelersl

I wish you would give this matter some serious thought and
I hope you would remidy this situation by submitting

legislation to exempt sea freeze trollers from the processor
classification.
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September 26, 1980

To Whom it May Concern:

Re: Cancelation of ALASKA TAX RULING #77-3
Dated 4/29/77. .

During a recent review of our outstanding Revenue Rulings, it
was determined that Ruling #77-3 1is in error and should be
canceled immediately. It is very clear in the statutes that any
freezing operation is considered processing and the person
performing that act will definitely be considered the processor
for the purposes of the imposition of the tax. The statement 1in
the Ruling that freezing which is necessary for the preservation
of the product does not constitute processing, 1is clearly 1in
error. *

If you have any questions regarding this ruling, please feel
free to contact me. In the very near future, the Department of
Revenue will be holding hearings on regulations dealing with
several aspects of tue fisheries business tax, 1including
defining who is a processor and what constitutes processing.
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ALASKA TAX RULING #77-3
SUBJECT: Definition of Freezership under AS ~3.75*
SPECIFIC ISSUE;

Is a fishing vessel, equipped with freezing facilities, which freezes its
catch, processes (filleting and packaging) and sells its catch, subject to
the statutes applicable to freezerships and other floating cold storage
facilities? No fish are purchased. -

APPLICABLE LAW:
Alrska Statute ~*3-75-060 states in part: -

"Sec. 1*3.75-060. Fisheries business licenses. A person engaging or
attempting to engage in any of the .following lines of business in connection
with the state's commercial fisheries shall first obtain a licence.

(2) Freezer ships and other floating cold storages shall pay an annual
license tax equal to four per cent of the value of the raw halibut) halibut
livers and viscera, salmon and bottom fish, shellfish or other fishing resource
bought or obtained for processing through freezing, salting or other method
or the taking of crab for export without such processing. The value of the
raw material under 8§ 60— 90 of this chapter is the actual price paid for it
including irdirect considerations such as fuel or supplies furnished by the
processor or offsets to the cash value for gear furnished. The value applies
to the raw material procured in company-owned or subsid'zed brats operated
by employees of the processor or under lease or other arrangements.

(3) In (1) of this section, "shore-based cold storages and other fish
processors” mean those cold storages and processing plants which are permanentl
attached to the land or have remained in the same location for a period of not
less than one calendar year. Any cold storage or processing plant removed from
the state is a floating cold storage under (2) of this section frcm the day
of removal.

(A) Cold storages and fish processing plants which are not shore-based
under (2) of this section are "floating cold storages" under (2) of this
section. *
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ALASKA TAX RULING ~77~3 (Page 2) r
C
DISCUSS ION:

The fact that a vessel, rigged for fishing, freezes its catch instead of
icing does not subject the vessel or its operators and owners to the statutes
applicable to freezerships because the mere preservation of the catch until it
£an -ha procQCsed-does not constitute processing.

However, any activity that goes beyond the preservation of the quality of the
catch until it can be processed begins to enter into the processing function.
In the specific issue, where the fish are filleted and packaged, the process
definitely is beyond the mere preservation of the catch and the activity of
filleting and packaging would result in a finished product for sale and would,
therefore, become taxable under the fish processing statutes.

POSITION:

The processing function beyond that normally associated with fishing, is a
processing activity under AS A3.75.060. Any processing done aboard a mobile
or floating vessel is taxable under the provisions of those statutes applicable
to the kKb tax under AS A3.75.060(2) relating to mobile processing facilities.

Prepared by:

I& L rL ru /tfe y- s.?2- 7?27
Eloi se Herrick Date
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MEMORANDU State of#\iaska

T0

from:

John Valentine DATE: January 26, 1976
Dep.artp.ent of Fish & Game A
Ketchikan, Alaska FILE NO:

TELEPHONE NO:

Richard Kirkland SUBJECT: Taxable status of fishing
Office Operations Supervisor vessels freezing fish
Audit Division

Department cf Revenue

The question appears to be: Is a fishing vessel which carries fieezing fac-
ilities aboard (and which freezes caught fish) subject to tax provisions
applying to freezer ships?_ S |
The facts- present arc: 1) the vessels in question are of a size normally
associated with salmon fishing in Southeast Alaska (A0-60 feet), -2) the
vessels are rigged for .commercial-fishing; carry proper gear license, and
the skipper holds a valid'Limited Entry Permit, 3) the only processing of
the fish-is that essential to preservation of quality (guttingV, and 4) no
buyiug of fish is done, and all fish carried in storage aboard were caught
in fact by the vessel operator and crew.

On a vessel as described, the primary purpose of the vessel is fishing;and
the fact that the caught fish are stored aboard in frozen condition, rather
than packed in ice, appears to be incidental.

I.
In the case of a freezershlp a different: set of circumstances prevail, and
the primary purpose of the vessel is processing.

Therefore, in my opinion, the fact that: a fishing vessel preserves quality
by freezing, does not constitute freeicrship ov floating cold storage oper-
ation, and the vessels describedin the fact: summary above would not: be sub-
ject to the tax levied on freezerships.

RK/la:a

cc: Lou Nielson
Frank.Blackwell

EloisQ~lerrick cjo?-*l(l‘]& 2-
e jtl
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FURTHER: Finance

2/23/81
Date: c¢~3 PIfldCH 1*131

Mr. President:

eThe Committee on LABOR & COMMERCE has had SB 200

fisheries business tax

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

C 1 do pass [ 1 do not pass
[- 1 do pass with attached amendments(s)
[ ] same title
[ 1 replace with CS for [ 1 new title
\
and recommends b
« ) AND attaches a "Letter of Intent” [ 1 New Fiscal Note
[ 1 reports it back without recommendation
[ 1 referred to the _ Commi ttee
MEMBERS SILNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
D *h A p*7« voj i- Ve ar\ >y«
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AMENDMENT

OFFERED IN THE SENATE: By: Senate Laboe and Commerce
Labor and Commerce . ] .. 200
To: SERATE BILL Ro:
HOUSE BILL No.
Page: 3 11111~ ... Line: 31
Sec 43.75.017 LLL.....
(4) the salmon are."lIsold .to a .fisheries .business -licensed
under AS 43.75 «me
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. . State Capitol
Official Business Juneau, Alaska 99811

March 23, 1981

COMMITTEE MEETING MINUTES

The meeting was called to order at 3:09 P.M. by Chairman
Mulcahy. Those present were: Senators Hohman, Ziegler,
Fahrenkamp and Rodey.

)
First on the agenda was SB 200 "An Act relating to the fisheries
business tax (AS 7~3.75*015); and providing for an effective date."”

Senator Dick Eliason addressed SB 200, explaining the background
of the fisheries business tax, and thut the tax is retroactive for
two years. (tape reading 010 to 272)

Mr. Gary Jenkins, Director of the Audit Division, Department of
Revenue testified on the problems with administrating the bill;
fish buyers are not always identifiable. Suggested larguage-
salmon must be sold to a licensed processor; easier to administer,
(tape reading 275 to *158)

Mr. Lewis Schnaper representing the Alaska Trollers Association
testified In support of SB 200, stating that the class of fisher—
men who have made substantial investments, 50 to 75 trollers with
freezing capacities would be impacted; less economical to freeze
but the qutllty speaks to the need. The Canadians recognize the
value Jjf sea frozen salmon, and it is the most effective use of

a fishermans fuel.

Senator Pat Rodey offered proposed language; frozen salmon must
be transferred to a licensed buyer.

Chairman Mulcahy moved we accept Senator Rodeys amendment and
move SB 200 as amended. (tape reading 570)

Next on the agenda was SB 81 "An Act 1increasing the number of
directors of the Alaska Housing Finance Corporation.”

This till was brought up for discussion; Senator Ziegler ques—
tioned the need for the bill, Senator Mulcahy offered background
on the bill, and It was decided to hold the bill for later.

(tape reading 580 to 630)
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Next on the agenda was SB 85 ™"An Act permitting a minor under
the age of 18 to be employed inan occupation in which a strike

or lockout is In progress.”

Chairman Mulcahy offer background testimony, and addressed the

constitutionality of the rights uf minors to picket. Chairman
Mulcahy proposed we move the bill and Senator Hohman recommended
the bill move from Committee. (tape reading 63 to 653)

Next on the agenda was SB 282 "An Act relating to the legal rate
of interest.”

Mr. Fred Koken, First Vice-President of Foster and Marshall tes—
tified on SB 282, elaborating on the problems with SB 19 usury
rates, and how the bill did not reflect the needs of his indus —
try. The policy on interest at Foster & Marshall |Is dictated by
ccmpetitio - * dustry. (tape reading 678 to 830)

Committee eotjroruA* SB 282 w-n.s "nn.-P~s™

Next on tne agenda was SB 172 "An Act relating to UniforCommer —
cial Code filings; andproviding for an effective date."

There was no testimony and itwas recommended that we hold the
bill for further work. (tape reading 660 to 669)

The meeting was adjourned by Chairman Mulcahy at 3:50 P.M.
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JUNEAU. ALASKA 90011

March 20, 1981

Mr. Thomas K. Williams, Commissioner
Department of Revenue

Pouch S

Juneau, Alaska 99811

Dear Commissioner Williams,

I have received your letter of March 17 concerning Senate
Bill 200, amending the Fisheries Business Tax statutes. The
goal of S.B. 200 1is to clear up the problem of unfair taxa-—
tion to salmon fishermen who freeze their catch rather than
icing it before taking it in to sell. My staff and | worked
with people in your department in trying to find a way to
accomplish that in a way that would be as simple to administer
and enforce as possible. We re-drafted the bill a number cf
times at the suggestions of your staff out were unable to
come up with any solutions better than the approach used in
the present version of S.B. 200.

I appreciate your suggestion of an amendment to help solve

what you see as a compliance problem. Although 1 wish your
department had come up with the idea back when we asked for
input, | don"t see a problem with the extra requirement you

suggest, and feel that it could easily be added to the bill
in committee.

My concern is over your comment that this bill amounts to
writing an exemption into tax law which provides a benefit
for a small select group of taxpayers. On the contrary, |
am trying to protect a group of taxpayers who have been
suffering due to inconsistent interpretations of statute by
the Revenue Department.

Please look over the attached documents. The first is by
Mr. Richard Kirkland, Audit Division, dated January 26,
1976. In that letter he states that "the fact that a fish-—

ing vessel preserves quality by feezing does not constitute
a freezership or floating cold storage operation, and
would not Le subject to the tax levied on freezerships."”
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The next document is Alaska Tax Ruling #77-3 which states
that, "The fact that a vessel, rigged for fishing, freezes
its catch instead of icing does not subject the vessel or
its operators and owners to the statutes applicable to
freezerships because the mere preservation of a ca+oh until
it can be processed does not constitute processing." This
is signed by Gary Jenkins.

The third document 1is the "Cancellation of Alaska Tax Ruling
#77-3" by Gary Jenkins. This was dated September 26, 1980,
after the end of the 1980 salmon season. This document
declares that the Revenue Department®s interpretation of the
statutes (regarding boats freezing their catch) has been 1in
error for the last several years. In other words, anyone
who had or was considering installing freezing capacity on
their boat over the last few years and had contacted Revenue
to find out what taxes they would be Iliable for, would have
been told they would not have to pay the processor”™s tax.
They would even have been told that an official, numbered
tax ruling provided for their exclusion from the tax.

It would seem that a citizen 1is entitled to depend upon an
opinion (in fact, a ruling) from officials of a state depart—
ment concerning applicability of statutes. In this case

after people fished for two seasons with the understanding
that they were not being charged a tax, the Revenue Depart—
ment reversed its interpretation of the tax law and rather
than charging the tax from the date of the new interpretation
sent notices to fishermen saying they owed back taxes for

two seasons.

I strongly object to this tactic. The change 1in interpretation
was Revenue®s mistake and fishermen who acted in good faith

on the Department™s ruling should certainly not bwe to pay.

It is unfair for a fisherman investing 1in freezii.g equipment

to believe he is not liable for a tax and later be hit with

an unexpected 5% tax right off his gross income. Knowledge

of this factor would certainly play a part in the initial
decision about whether to add the freezing capabilities.

I would like to know how many fishermen were sent these

retroactive tax bills and how many have paid 1it. It seems
to me that anyone who has paid it deserves a refund from the
Revenue Department. Please let me know your feelings on

this.
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It is apparent that if the Revenue Department, itself finds
the statutes vague enough 1in their definition of "processor”
to completely reverse its own interpretation, then the
statute is indeed unclear and needs some fine tuning. I do
hope that S.B. 200 can help to clarify the law, make it fair
to fishermen who are freezing their own catch but clearly
not in the processing business, and will help avoid in—
consistencies 1in interpretations from year to year which
result in some expensive surprises.

Please let me know right away if my understanding of this
whole situation is correct and what thoughts yoi have on
the matter. As S.B. 200 is already scheduled for its first
committee hearing on Monday, March 23, it is important that
we get some answers and get to work on finding appropriate
solutions to these problems.

Sincerely yours

State Senator
District B

Enclosures

cc: Gary Jenkins, Director
Division of Audit

DE:sp
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M EMORANDUM March 25, 1981

SUBJECT: Retroactive tax exclusion under SB 200
(Work Order Number 12-1263)

Senate Labor and Commerce Committee
Attn: Michael Thill
Administrative Assistant

Linn H. Asper
Legislative Counsel

You have asked if there would be any legal difficulty in
making the tax exclusion contained in Sec. 2 of SB 200

retroactive for the prior two years. It 1s my opinion that
there is a substantial difficulty with retioactive appli—
cation of the SB 200 tax exclusion. It is the same dif—

ficulty that was raised when the legislature was considering
making refunds of state income taxes collected before 1979.

I assume that a refund of fisheries business tax is contem—
plated for the excluded fishermen; otherwise there would be
no purpose in making the exclusion retroactive. However, a
refund of taxes already collected by the state is likely to
be held to be an dedication of public funds to a private
purpose, 1in violation of Article IX, section 6 of the state
constitution.

The problem has been addressed by several co- <V.s in other
jurisdictions where retroactive repeals of t laws
accompanied by refunds of the taxes validly collected have
been attempted. The Washington Supreme Court, applying the
Washington constitutional provisions which prohibit making
gift of public money or credit (Article 8, sections 5 and
7), stated its holding succinctly:

We are holding only that, where a tax ordinance has
been previously validly enacted, it cannot be repealed
retroactively, and the tax money heretofore collected
validly cannot be refunded simply on the basis of the
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retroactive repeal. City of Yakima v. Huza, 407 P.2d
814, 820 (Wash. 1965); see also, Utz v. Newport, 252 S.W.2d
434 (Ky. 1952).

The court did note that the ™Situation mijht well be treated
differently if . . . some duty existed on the part of the
city to refund part of the taxes.”™ 407 P.2d at 820.

The Wisconsin Supreme Court, construing Wisconsin®s consti—
tutional requirement that public funds be spent only for a
public purpose, reached the same conclusion - that a refund

of validly collected taxes would be an appropriation of public
monies to private ends and, thus, constitutionally impermissible
unless there exists a moral obligation to support the refund.
State v. Giessel, 64 N.W.2d 421 (Wis. 1954). The court noted

the following cases which found refunds of taxes to be permis—
sible :

Will of Heinemann, 230 N.W. 698 (Wis. 1930) (refund of
Inheritance tax voluntarily paid under a statute imposing
the tax which was later declared unconstitutional and
void by the United States Supreme Court); State ex rel.
Adams v. Crawford, 121 A. 800 (Conn. 1923) (refund of a
portion of liquor license fees covering that portion of
the license period when the licensee* were prohibited
from selling intoxicating liquors under their licenses
because of the enactment of World War 1 federal pro—
hibition law); Raleigh County Bank v. Sims, 73 S.E.2d

526 (W. Va. 195T) (/efund of business and occupation
taxes paid pursuant to a tax statute later declared to

be unconstitutional and void, when such claim for

refund was already barred by the statute of limitations).

In the situation presented in SB 200 there seems to be no
compelling moral duty to refund the taxes.

There are California cases which indicate that a refund of
taxes before those taxes have become due 1s permissible.
The California Supreme Court in In re Skinker®"s Estate,

303 P.2d 745 (Calif. 1956) stated!

"Tine Legislature cannot by a subsequent act increase or
decrease the rate, remit the tax, or iIn any way surrender,
impair or limit rights that have become fixed. (In re
Estate of Stanford, 126 Cal. 112, 118 et seq., 54 P.
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259, 58 P. 462, 45 L.R.A. 788; In re Estate of Rossi,
169 Cal. 148, 149, 146 P. 430.)

"Whire a tax has become due, a subsequent act of the
Legislature reducing the tax by reason of the change in
the exemptions, tax rates, or for that matter 1in any
way, 1is held to be a gift of state monies and is pro—
hibited by Article IV, section 31, of the California
Constitution.

"Retroactive effect of such legislation is therefore
prohibited.” (Footnotes omitted)

In the civ [ cases it is important to determine the time
when the rights relating to the taxes become fixed. With
regard to the fisheries business tax it is clear that the
taxes are due at the time the fish are processed (AS 43.-
75.015). This means that the taxes collected or due under
AS 43.75 in prior years have been committed to the state and
may not be refunded.

It is my conclusion that making the exclusion stated in

SB 200 retroactive would not permit the refund of taxes paid
by excluded persons and would therefore be a meaningless
gesture.

LHArljb



Introduced: 2/23/81
Referred: Labor & Commerce
and Finance

1 IN THE SENATE BY ELIASON
2 SENATE BILL NO. 200

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE FIRST SSION

5 A BILL

6 For an Act entitled:"An Act relating to the fisheries business tax (AS 43.-
7 75.015); and providing for an effectivedate."

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

9 * Section 1. AS 43.75.015(c) is amended to read:

10 (c) A person engaging or attempting to engage in a fisheries

u business who first actually and physically processes the fishery re-
12 sourcel or_aj3erfon_j7ho_£iNiaseE frozj2n_j3jalmon__fron~jajQerfon_»

13 by AS 43.75.01/ from liability for the tax,is liable for and shall pay
X to the department the entiretax imposed by this section. In determin-
19 ing this tax liability, the person may not deduct from the value of the
1C fishery resources processed the value of fishery resources that are
17 canned or processed for or.hev fisheries businesses, but shall incluc
18 that value as part of the value of the fishery rescarces processed.
19 v Sec. 2. AS 43.75 is amended by addinga new sectionto read:

20 Sec.43.75.017. EXCLUSION FROM FISHERIES BUSINESS TAX. (a) A
21 person is not processing a fisheries resource under AS 43.75.015 when
2 salmon are frozen aboard a fishing vessel if

23 (1) the vessel is operated as a commercial fishingvessel
20 under a valid commercial fishing license;

29 (2) the salmon are not processed beyond heading, gutting or
26 cleaning, freezing and glazing; and

27 (3) the salmon which are frozen were caught by the ‘'.assel.
28 * Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
2L 070(c). o™ it Nbiwv- 0" 1 frvtcl o k

f) m f -1- SB 200 0
yijX h[yiuu N
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§43.70.080 Revenue and T e .ation § 43.75.010

Editor's note. — The repealed section  SLA 1976, and subsection (b) was repealed
derived  from 89. ch. 43 SLA 1949, by 55, ch. 144, SLA liFB.
Subsection (a) was repealed by § 4, ch. 94,

Sec. 43.70.080. Disposal of money. All money collected by the
department under this chapter shall be deposited in the general fund.
(8 11 ch 43 SLA 1949; am § 4 ch 155 SIA 1962; am § 74 ch 69 SLA
1970; am 8 4 ch 144 SLA 1978)

Effect of amendment — The 1978 borough and each c'ty of uny class 60 per
amendment deleted the former second sen-  cent of the money collected in the local
tence. which read "The Department of government.”

Revenue 6hall refund to each organized

Sec. 43.70.100. Penal provisions.
Repealed by 8§ 46 ch 113 SLA 1980.

Cross reference, — _For present Editor's note. — The repealed section
provisions conceming criminal penalties, derived from 5 10, ch. 43, SLA 1949,
see AS 43.05.290.

Chapter 75. Fisheries Taxes.

|
Taxes and Licenses (8§ 43.75.010 — 43.75.055)
General Provisions (00 43.75,130 — 43.75.140)

rti

A
1.
4,

_Editor's note. — As to legislative 1979 Temporary and Special Acts and
findings .md purpose_relating to AS 43,75 Resolutions nnd editor's note following AS
see 55 1 and 2, ch. 79, SLA n the 43.75.011,

Article 1. Taxes and Licenses.

Section Section
10. F:Reﬁea_led 30. Filing return and payment of tax

11. Fis er!eslnusi,ness license 50. gRepeaIedH _
15, Fisheries business tux 55, Security for collodion of taxes

,Sec. 43.75.010. Fisheries business licenses,
pealed by § 13 ch 79 SLA 1979.

Cross reference. — For present %en_eral gross receipts tax of Alaska
Provmons covering the subject mutter of ~ Business License AcL — See Libernti v,
I: _repealed section, seo AS 43,75.011, Bristol Buy Borough, Sup. Ct. Op. No.
Editor's note. — Tho ropenlcd soction 1755 (File No. 3365], 584 P.2d 1115 1?_78).
ition

derived from I.%}.BZSLA 1949: § | .ch. There is no general prohi
3, SLA 1951° 5 1, ch, 146, SLA" 1962, against like municipal and state taxes.
1.2, ch. 84. SLA 1967, Liberati v._Bristol Buy Borough, Sup. Ct.
State  license tax on  sulmon Of' No. 1755 (File No. 3305). 584 P.2d

canneries with its revenue sharing 11150 978).

provision is not differout in kind from

191



§4375011 Alaska Statutes Supplement §4375030

Sec. 43.75.011. Fisheries business license. A person engaging or
attempting to engage in a fisheries business shall first apply for and
obtain a license as provided in AS 43.75.020. (8 3 ch 79 SLA 1979)

Editor's note. — Section 1,¢h. 79, SLA Section 2, ch. 79, SLA 1979. provides:

1979, provides;  "FINDINGS. ~ The "PURPOSE. The purposes of this Act are
legislature finds that the state has

to
"(1).funded and implemented several  "(1) insure that the state is able to
fisheries-related developmentprograms; continue its efforts toward overall
"(2) funded and implemented ~fishery  usheries-reiated . development programs

loan programs; _ by raising additional revenue to pay for
"(35] increased its fishery protection and  the programs;

management program; o "(2) make the imposition ofthe fisheries
"(4)"funded and jmplemented a limited  tax. "'more upiform among fisheries
entrg-pro ram: and husinesses: and

"(5) embarked on a ;tJro ram of  "(3) provide  fupdin for  the
encouraging the developmen

NCC of'a bottom  development of new flshegries"
fiBhing Industry."

Sec. 43.75.015. Fisheries bus: .ess tax. (@) A person engaged in a
fisheries business is liable for and shall pay the tax levied by this
section on the value of each of the following fisheries resources
processed during the year at the rate set out after each:

(1) salmon canned at a shore-based cannery — four and one-half per
cent;

(2) salmon processed by a shore-based fisheries business, except
salmon for which the tax is due under (1) of this subsection, and all
other fisheries resources processed by a shore-based fish-Ties business
— three per cent;

(3) fisheries resources processed by a floating fisheries business —
five per cent.

(b) Instead of the taxes levied by (a) ofthis section, a person engaged
in a fishery business which includes processing a developing commer-
cial fiBh species is liable for and shall pay a tax equal to

(1) one per cent of the value of the developing commercial fish
species processed by a shore-based fisheries business during the year;
and

(2) three per cent of the value of the developing commercial-fish
species processed by a floating fisheries businoss during the year.

(c) A person engaging or attempting to engage in a fisheries busi-
ness who first actually and physically processes the fishery resource is
liable for and shall pay to the department the entire tax imposed by
this section. In determining this tax liability, the person may not
deduct from the value of the fishery resources processed the vulue of
fishery resources that are canned or processed for other fisheries
businesses, but shall include that value us part of the value of the
fishery resources processed. (§ 3 ch 79 SLA 1979)

Sec. 43.75.030. Filing return and payment of tax. (a) A person
subject to the tax shall file a return stating the value of fisheries
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§ 61.10.065 Alaska Statutes § 01.10.070

firm, association, organization, business trust, or society, as well
as a natural person;

(8) *“personal property” includes money, goods, chattels, things
in action, and evidences of debt;

(9) "property" includes real and personal property;

(10) "real property” is coextensive with land, tenements, and
hereditaments;

(11) Repealed by §2ch G6 SLA 1965.

(12) "signature” or "subscription” includes mark when the per-
son cannot write, with his name written near the mark by a wit-
ness who writes his own name near the person’s name; but a signa-
ture or subscription by mark can be acknowledged or can serve as
a signature or subscription to a sworn statement only when two
witnesses so sign their own names thereto;

(13) "fltnto" mcaim the SIinlo of Alaska unless applied to the
different parts of the United States and in the latter case it in-
cludes the District of Columbia and the territories;

(14) "writing” includes printing. (§8 4 eh 62 SLA 1962: cm § 2
ch 66 SLA 1965; am § 10 ch 117 SLA 1968)

Cross references. — For additional uoted in Matanuska-Susitna 1.'or-
definition of "peace olTicer," see AS ough v. King's Lake Camp, Sup. Ct.
11.30.100. For further definition of Of' No, -172 gFlle No. 867), 439 P,2d
"person.” see AS 16.66.260. For nddi- 441 (1908); Stroll v. State Housmg
tionnl" definitions, see AS 15.60.010. Authonta/ 7 Alns. L.J. No. 9, g 047

Effect of amendments. — The 1906 (Sept,, 1 092; Strnh v. Alaska State
amendment repealed paragraph (11), Housing Authority, Sup. Ct. Op. No.

The 1908 nmendment “substituted 490 (File No. 024), 459 P.2d 480
"stntc troopers” for "stnte police" in (1009).
paragraph (0).

See. 01.10.065. Certified mail. When the use of registered mail
is authorized or required I>y the laws of the slate, certified mail,
with return receipt requested, may he used. (8§ 1ch 66 SLA 1965)

Article 3. Effect of Statutes.

Section Section _
70. Time statutes take effect 90. lietrospcctivo statutes
HO. Computation of timu 100. Effect of repeals or amendments

Sec. 01.10.070. Time statutes take fffcct. (a) All laws passed
by the legislature become effective 90 days after enactment. The
legislature may by concurrence of two-thirds of the membership
of each house, provide for another effective date.

(b) The actual effective date of a bill having no effective date

clause Is determined by starting with the day after signature by
the governor or the day on which he gives written notice that ho
is allowing it to become law without his si,.iature, and counting

§ 01.10.080 General Provisions § 01.10.u80

law at 12:01 a.m.. on the day after it is signed by the governor
or on the day after he has given written notice that he is allow-
ing the law to become effective without his approval.

(d) A law which specified a definite effective date becomes
effective at 12:01 a.m., Pacific Standard time, on the date speci-
fied. (8 5ch 62 SLA 1962; am § 8 ch 126 SLA 1966)

Effecl of amendment—The 1966
nmendment rewrote this section.

Sec. 01.10.080. Computation of time. The time in which an act
provided by law is required to be done is computed by excluding
the first day and including the last, unlsss the Inst day is r holi-
day, and then it is also excluded. (§ 6 ch 62 SLA 1962)

This section was taken fruin the counted, not from lie day of hirth,
laws of Qregon. Mahan v. Sparks, 10 hut from >0 PreceéimgT day when
Alaska 292 11942); Lowe v. lions, 10 limitation Is _flgured. “Ttirnlmll v.
Alaska 171 (1941). llonkowski, 274 “F. Supp. 733 (D.

It merely states the common-lnw  Alas. 1907).
rule, Lowe v. Hess, 10 Alaska 174 The computntion-of-timo htntutc Is
(1941). expressive of on!jv the general com-

This statutory computation Is de- inon-lnw rule nnd docs not presume
claratory_of the common-inw rule in to abrogate the well-established ex-
AInBKn.  Turnbull v. Donko'vski, 274  ception thereto governing the compu-
F. Supp. 733 (D. Alas. U»GJ). tation of a person's age. It follows
AlnsEa’s computation-of-time stat- ~ that the statute has no application in
ute merely expresses th*l common calculating a person’s ngc. Turnbull
|130le (Btuhmgllm Yoéb%”kOWSki’ 419 F.2d X.go%ankov,skl, 419 F.2d 104 (9th Cir.
} . - N
was established if the last day on [he legislature to observe the provi-
fell ‘on a Sundny. then that Sunday 2Ny ISSue ielating 10 thin section
was, excluded am) the tie was ex- &0d s appiicability to the, fuo-dn
tended to the following day Wade v, IGcount provision of AS 16.2043
Dworkin, Sup. CI. Op: No’ 600 (File ~ Wnde v, Dworkin, Sup Ct. Op. No
No 003), 407 P.inl 687 (1906). 93(()1(306§Flle No. (103), 407 P.2d 687
The common-Inw rule Is Hint when Duti imitati
the Period of into within which an 16(:2%% (l)JtE]?n C'E)Tn'ﬁﬁtdﬂg t#g]df?\ge-dAni
act Is to ho performed exceeds ono period” " limitation prescribed b
week, an Intervening Sunday la In- %5 20,)(), an tnIuererIn Sunday
cuded n e’ computaton. Wade v 10 Bo cluded Wade v “Dworkin,
Dworkin, Sup. Ct. Op. No. 300 (Filo - '
No. 003). 207 P2 667 (1005, sup- CL. O, No. 300 {Filo No. 003),
Le?islative Intent—The legislature, Computation( of the limitations pe-
by virtuo of Its enactment of this riod provided by AS 09.10.070 subso-
STeae Sundaye b imputatonof  Syent fo fho reoval ol fla disabfl
| imp, of minority In to be made by exclud-
time only when Sundny oils on the ing tIIio Ifi)rlst dny and inclu)ain)g; ltjh&
e i P & duestion g st Tumbull v Jopkowsid, 274 F
i "Ne g B B B roch) RS S A8 s ection,
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computation of porsen's ngc.—There tered should bo excluded” In comput-
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GENERAL FUND

FISCAL NOTE

REQUEST onn

Bill/Resolution No. ~z ,
An Act Relating to the Fisheries Business T ;X

Requested by_ Senate Labor and Commerce Committee Date 3/3/8JT

FISCAL DETAIL

Agency Affected,

Program Category Affected_

BRU, Program, or Subprogram(s) Affected .

(Note: If more than one budget component i§ affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY .81 FY 82 FY 83 FY 84 FY 85 .FY86-

PERSONAL SERVICES
TRAVEL
CONTRACTUAL - ' -
COMMODITIES -
EOUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS. ETC.
TOTAL

11

FUNDING (Thousands of Dollars)
-0- -0- -0- -0- -0- -0-

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULLTIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)

There would be no change in revenues due to transfer cf the
tax liability from the salmon catcher/processor to the
salmon purchaser.

IV. DATE 3/3/81 .PREPARED BY Robert W. Elliott
AGENCY e

Original: Legislative Finance PHONE 465-23W

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80

t<r.



. REQUEST
Bill/Resolution No. SB 200

Title Ax, Act relating to the fisheries bnsinps.g

Requested bv Senate Labor and Commerce Committee p ate Feb. 24, 1981

Il. FISCAL DETAIL
Agency Affected Department of Revenue
Program Category Affected Revenue Collection end Management
BRU, Program, or Subprosramfs) Affected Audit Division
(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Tire of Dollars) NONE

FY 81 FY 82 FY 83 FY 84 FY 85 ,FY86

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EOUIPMENT

600 L\ND & STRUCTURES -
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING  (Thousands of Dollars) NONE

GENERAL EUND
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)

See the attached memorandum to R. D. Stevenson dated March 9, 1981.

IV. DATE March 9, 1981
AGENCY
Original: Legislative Finance PHONE
cc: Budget und Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80)
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907-465-3800

LEGISLATIVE AFFAIRS AGENCY

M EMORANTDUM March 27, 1981
SUBJECT: Appropriation bassd on race distinction
(SB*210)
T0: Senate Labor and Commerce Committee
FROM: Billy G. Berrier [C&ug
Director
Division of Lej. . Services

You have asked whether an appropriation based on race
distinction violates the equal protection clause of the
constitution.

Any legislation based on race distinction 1is in a suspect
category and may be subject to strict scrutiny by the courts.
The classification must serve a compelling state interest

and the means selected must be narrowly drawn tc fulfill the
governmental purpose. The courts have not clearly articulated
guidelines to determine the constitutionality of specific
legislation.

There are very many cases dealing with aspects of this problem.
An analysis of these would serve little purpose "n this opinion
since the United States Supreme Court has recently spoken 1in
this area in the case of Fulliloye v. Kluznick, 65 L.Ed.2d

902 (48 L.W. 4979) (1980)T In this case there was a total

of five opinions. The reasoning in three of the opinions,

with a total of six justices, found the classification
constitutional while the reasoning of two opinions, with

three justices, found the classification unconstitutional.
Together these opinions reflect the different approaches to

the case.

Two justices view racial classification as always unconsti —
tutional .



-Senate Labor and Commerce Committee
Page 2
March 27, 1981

The other justices are of the opinion that racial classifi—
cations may be used 1in certain circumstances but have
different views as to what circumstances justify a racial
classification. All agree that the legislation must be an
attempt to remedy past discriminatory practices.

The 1issue in that case was whether the minority businesses
set-aside of the Public Works Employment Act of 1977 was
constitutional. The p~t-aside requirement that ten percent

of all public works contracts be awarded to minority business,
defining minority group members as "citizens of the United
States who are Negroes, Spanish-speaking, Orientals, Indians,
Eskimos and Aleuts.”

Of those justices finding the set-aside constitutional,
Justice Powell took the strictest view. He stated:

"In the history of this Court and this country, few
questions have been more divisive than those arising

from governmental action taken on the basis of race.
Indeed, our own decisions played no small part in the
tragic legacy of government-sanctioned discrimination.

See Plessy v. Ferguson, 163 U.S. 537 (1896); Dred Scott wv.
Sanford, 19 How. 393 (60 U.S.) (1857). At least since
the decision in Brown v. Board of Education, 347 U.S.

483 (1954), the Court has been resolute in its dedication
to the principle that the Constitution envisions a Nation
where race 1is 1irrelevant. The t~me cannot come too

soon when no governmental decision will be based upon
immutable characteristics of pigmentation or origin.

But in our quest to achieve a society free from racial
classification, we cannot ignore the claims of those

who still suffer from the effects of identifiable
discrimination.

"Distinguishing the rights of all citizens to be free
from racial classifications from the rights of some
citizens to be made whole is a perplexing, but necessary,
judicial task. When we first confronted such an 1issue

in Bakke, I concluded that the Regents of the University
of California were not competent to make, and had not
made, findings sufficient to uphold the use of the race—
conscious remedy they adopted. As my opinion made clear,
I believe that the use of racial classifications, which
are fundamentally at odds with the 1ideals of a democratic
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Senate Labor and Commerce Committee
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March 27, 1981

society implicit in the Due Process and Equal
Protection Clauses, cannot be imposed simply to serve
transient social or political goals, however worthy
they may be."

He stated that the essential elements to consider were:
(1) the efficacy of alternative remedies;
(2) the planned duration of the remedy;

(3) the relationship between the percentage of workers
to be employed and the percentage of minority group
members in the relevant population or work force; and

(4) the availability of waiver provisions if the
hiring plan could not be met.

He added "a race-conscious remedy should not be approved
without consideration of an additional crucial factor - the
effect of the set-aside on i1nnocent third parties.”

Training ana planning employment is one of the least
intrusive remedies available and the program is limited 1in
duration. Since it does not set aside jobs, the ratio
provisions and the availability of waiver provisions would
not be a factor. The effect on innocent third parties of
exclusion from job training is clearly less than the effect
of a contract percentage approved in Fullilove.

In my opinion an appropriation for the purpose of a compre—
hensive Southeast Alaska Native training program would be
fAund constitutional under any analysis in Fullilove, which
found the minority business set-aside constitutional.

BGB:ljb



B|” NO Senate Bill 210 D ate March 2, 1981

Tltle An Act making an appropriation to the Department ContaCt Glenn Lundell
of Labor for a contract with the Central Council 465-2700
Tlingit and Haida Indian Tribes of Alaska for a
c xnprehensive Southeast Alaska Native training
and employment plan; E.D.

The bill does not contain sufficient information to develop a position
paper. It will be necessary to review a copy of the proposal to deter—
mine if this effort could be coordinated with other employment service
activities, would create a duplication of effort, or would benefit the
unemployed or underemployed.

Pursuant to the Alaska Manpower Program Policy statement made by the
Governor on January 24, 1976, training and employment programs are

to be reviewed and coordinated by the State Manpower Services Council.
It is recommended that the proposal be reviewed by that body and appro—
priate recommendations be made to legislative committees. The next
meeting of that Council will be held in Juneau on April 2 and 3, 1981.

It is possible that an appropriation based on race distinction would

violate the equal protection clause of the U. S. Constitution. A legal
minion should p. obably be requested.

POSITION PAPER/Department of Labor
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SUMMARY SB 210:

$253,000 1is appropriated from the general fund to the Department of
Labor for a contract with the Central Council Tlingit and Haida Indian
Tribes of Alaska for a comprehensive SE Alaska Native Training and

employment plan. Takes effect immediately.



(8) "personal property” includes money, goods, chattels, things
in action, and evidences af debt;

(9) "property" includes real and personal property;

(10) "real property” is coextensive with land, tenements, and
hereditaments;

(11) Repealed by 82 ch GGSLA 1965.

(12) “signature” or "subscription” includes mark when the per-
son cannot write, with his name written near the mark by a wit-
ness who writes his own name nepr the person's name; but a signa-
ture or subscription by mark can be acknowledged or can serve as
a signature or subscription co a sworn statement only when two
witnesses so sign their own names thereto;

(13) "state" means the State of Alaska unless applied to the
different parts of the United Ltates and in the latter case it in-
cludes the District of Columbia and the territories;

(14) "writing" includes printing. (8 4 cii 62 SLA 1962; am § 2
ch 66 SLA 1965; am § 10 ch 117 SLA 19GS)

Cross references. — For additional uoted in Matanuska-Susitnu Bor-
definition of “pence ollicer," see AS ough v. King's Lake Camp, Sup. Ct.
11.30.100. For further definition of Of' No. 172 (SFlle No. 8575{ 439 P2d
"person.” see AS 15.55.250. For nddi- 441 (1908);_Stroh v. State Housin
tional definitions, ‘sec AS 15.00.010, Authorltg, Alns. L.J. No. 9, p. 6

Cffect of amendments. — The 1905 (Sept, 1 092' Stroh v. Alaska State
amendment repealed paragraph \11). Housing Authority, Sup. Ct. Op. No,
_Tho 1908 amendment “substituted 490 (File No. 924), 459 P.2d 480
state troopers" for "state police” in  (19G9).
paragraph (0).

Sec. 01.10.065. Certified ntnil. When the use of registered mail
i authorized or required by the laws of the state, certified mail,
with return receipt requested, may be used. (8§ 1ch 66 SLA 1965)

Article 3. Effect of Statutes.

Section Section .
10. Time at., ntes take effect 90. Retrospective statu;**?
80. Compute..on of time 100. Elfcct of repeals or amendments

Sec. 01.10.070. Time statutes lake effect, (a) All laws passed
by the legislature become effective 90 days after enactment. The
legislature may by concurrence of two-third,” of the membership
of each house, provide for another effective date.

(b) The actual effective date of a bill having no effective date
clau'« is diterminwl by starting with the day after signature Ky
the governor or the day on which he gives writ.cn notice that ho
is allowing it to become law without his signature, and counting
90 calendar duys, the law becoming effective at 12:01 a.m.,
Pacific Standard time, on the 90th day.

(c) A law having an immediate effective date clause becomes

ing the law to become effective without his approval.

(d) A law which specified a definite effective date becomes
effective at 12:01 a.m., Pacific Standard time, on the date speci-
fied. (§ 5ch 62 SLA 1962; am § 8 ch 126 SLA 1966)

Effect of amendment—The 1966
amendment rewrote this section.

Sec. 01.10.080. Computation of time. The time in which an act
provided by law is required to be done is computed by excluding
the first day and including the last, unless the last day is a holi-

day. and then it is also excluded.

This section wne taken from the
laws of Qregon. Mahan v. Spsrks, 10
Alaska 292 (1942):; Lowe v. Hess, 10
Alaska 174 (1941).

It merely states the common-law
r(tflgeM)Lowe v. Hess, 10 Alaska 174

This statutory computation i3 de-
claratory_of the common-law rule in
Alaska.  Turnbull v. Bonkowski, 274
F. SupE. 733 (D. Alas. 1967).
_Alaska’s computntion-of-timc  stnt-
ite merely expresses the common
law. Turnbull v. Bonkowski, 419 F.2d
104 (9th Cir. 1969).

Common law—At common 'aw it
was established if the last dly on
which an act was to be pcrfmned
fell on a Sundny, then that S induy
was excluded and the time wus e-
tended to the fr''owing day Wade v.
Dworkin, Su7p. Cl. Og. No. 306 (File
No 603), 407 P.2d Gg7 (1905).

Tho common-law rule la that when
the period of time within which an
act I1s to be performed exceeds one
week, an intervening Sunday is in-
cluded  in tho computation. Wade v.
Dworkin Sug. Ct. 0[3). No. 306 (Filo
No. COS), 407 P.2d 637 (1955).

Legislative intent—The legislature,
by virtuo of its enuctment of this
section, manifested its intent to ox-
cludc Sundays la_the computation of
time only when Sundny falls on tho
last dny 0f n period in question. Wade
v_. Dworkin, Sup. _Ct. Op. No. 300
(File No. 003), 407 P.2d 687 (1005)

Exception in common law aa to
computation of person’s age.—There
existr. a well-recognized exception in
the common law as to_the computa-
tion of a person'r age. This exception,
briefly stated, is that n year must be

(8§ 6 ch 62 SLA 1962)

counted, not from the day of birth,
but, from the preceding "day when
limitation  is__ figured. “Turnbull v.
Bonkowski, 274 "F. Supp. 733 tD.
Alas. 1967). o ,
The computation-of-tinie statute is
expressive of only the general coin-
mon-Inw rule and does ‘not presume
to abrogate the well-established ex-
ception thereto governing the compu-
tation of u person's age. It follows
that the statute has no application in
calculating a person's age. Turnbull
v. Bonkowski, 419 F.2d 104 (9th Cir.
1909). .
The s_u[oreme court is enjoined by
the legislature to observe the provi-
sions of AS 01,10.020, in_resolving
any issue r_eIatl_n_gz to this section
and its applicability to tho f|ve-da8/
iccount provision of AS 16.20.430.
Wade v, Dworkin, Sup Ct. Op. No.
%%%GG()FHE No. 003), 407 P.2d 587
Comgutin? limitation under AS
15.20.430.—In computing the five-day
period of limitation prescribed by
AS 6.20.430, an intervening_Sunday
is to ho included. Wade v “Dworkin,
Sug. Ct. Op. No. 300 (File No. 003),
407 P.2d 687 (1905). . .
_Computation of the limi'ntions pe-
riod provided by AS 09.i0.07Q subse-
quent to Die removal of Die disabilit
of minority is to be made by exclud-
ing the first day and mclu_dm% Dio
[ast. Turnbull v. Bonkowski, 274 F,
SuEp, 733 (1). Alus, 1907). _
_Filing uppcnl.— Under "this section,
tlie day on which tho judgment is en-
tered Should be excluded” in comput-
ing tho time within which an_applica-
tion for an appeal must la* filed. Ma-
han v. Sparks, 10 Alaska 292 (1912).
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SUMMARY SB 224; by Sturgulewski

After a tenant terminates his rental, property or money (held
as security) may be applied by the landlord for payment of accrued
rent or damages (AS 34.03.120).

Accrued rent and damages must be itemized by the landlord in a
written notice and delivered with the amount due to the tenant no
later than 30 days after the following:

1. Termination of the tenancy

2. Delivery of possesion of the tenant

3. Notice to the landlord of an address to which notices to the

tenant may be sent.

"DAMAGES™ do not include wear resulting from ordinary use of

the premises.



JUNEAU TENANTS COALITION
419 6TH ST. #232
JUNEAU, AK 99801

March 13, 1981
Michael Thill
Office of Sen. Bob Mulcahy
Pouch V
Juneau, Alaska 99811
Dear Mr. Thill:

Thank you for the opportunity to comment on SB 224.
I would like to have the 14-day limit retained. With damage
deposits of $150 to $500 not uncommon, there should be as
short a delay as possible when returning deposits. The
l4-day limit may, on rare occasions, be difficult to comply
with. Compare this with the tenant®s hardship of not having
access to this money. Added to moving expenses the tenant
might have two security deposits paid out simultaneously.
Many tenants live on fixed, low, or moderate 1incomes and may
have to "do without™ necessities during the moving period.
To be deprived of their security deposit for a lull month
will be a true hardship to tenants. SB 224, as now worded,
would cause hardship to many Alaskans and would benefit local
or absentee landlords only on rare occasions.

Although no great need to modify other portions of

the statutory section exists, we have no opinion as to other

proposed changes 1in the bill.

Sincerely,

JUNEAU TENANTSJCOALJTION

Robert J/"Sylvester, President



STATE

of ALASKA
TO: p DATE:
Senator Bob Mulcahy March 18, 1981
POUCh v FILE NO:

Juneau, AK 99811
TELEPHONE NO:

from: Wilson L. Condon SUBJECT: SB 224, Landlord/Tenant
Attorney General Amendment
By: Robert A. Evans, Assistant Attorney General

Consumer Protection Section
1049 W. 5th Avenue, Suite 101
Anchorage, AK 99501

You asked the Consumer Protection Section to comment on SB 224,
and this memo responds to your request.

It is in the best interests of both landlord and tenant to
resolve the amount of the security deposit to be returned or
withheld as soon as possible after termination of the tenancy.
The interest of the landlord is served by a prompt inventory
of the residence, determination of damages, and the ability
to re-rent the premises to mitigate loss or damage, 1if any.

The interest of the tenants is served by quick resolution of

any problems and timely return of their security ueposit. The
moving tenants must usually seek housing elsewhere and most
likely will be required to make another deposit. The dual

deposit will be particularly onerous on lower 1income tenants.

In fact, the dual deposit situation will work tc the detriment
of some landlords. When a lower income tenant 1is looking

for a new apartment, he/she will probably have to request

that the new landlord be either wholly or partially unsecure
as far as the .security deposit goes. .As any landlord knows,
once a tenant 1is in place without having paid a security
deposit or a partial deposit, it is difficult to obtain the
deposit or balance due.

The conditioning of the landlord®s return of the security
deposit or notice,upon the tenants being required to give notice
"to the landlord of an address to which notices to the

tenant may be sent” seems uiwise for the following reasons:

1. The tenant is required to come up with two deposits,
one Tfor his/her old apartment, and one for his/her new
apartment. Such a condition would cause a great hardship on

many people.



Senator csob Mulcahy
Page 2
March 18, 1981

2. The language of the amendment makes the giving
notice of a forwarding address mandatory on the tenant and
only permissive on the landlord. The specific language of
the amendment states that the tenant must give notice to the
landlord of a forwarding address. The landlord on che other
hand may send notices. The effect of this mandatory requirement
is to deny the tenant his security deposit i1if he fails to
give notice. However, 1if the landlord fails to give notice
or return the security deposit, the permissive word "may" 1in
the amendment relieves the landlord of any legal obligation
and denies the tenant of any legal right.

It may be useful to have the tenant give an address to which
notices can be sent, but the requirement of forwarding
address should definitely not be a condition precedent to
the return of the security deposit or notice of rent due and
damages. A tenant may be travelling or may not immediately
know his new address. The statute could be amended to state
that the tenant should give a forwarding address, but not
make it an absolute requirement for security deposit returns
or notice.

The amendment, though seemingly sample, could have a significant
effect on the balance of rights ana duties of landlords and
tenants. For this reason, 1 think that any attempt to alter

the existing uniform residential landlord/tenant act should

be in a much more thorough and comprehensive manner.

PP

CC: Ron Lorensen, Deputy Attorney General

cc: Sarah Kavasharov, Assistant Attorney General
cc: Don Clocksin, Representative
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(d) Within 14 days after the written offer has been delivered to the
landlord, the landlord may refuse consent to a sublease or assignment
by a written rejection signed and delivered by him to the tenant,
containing one or more of the following reasonable grounds for
rejecting the prospective occupant:

(1) insufficient credit standing or financial responsibility;

(2) nuniher of persons in the household;

(3 number of persons under 18 years of age in the household;

(4) unwillingness of the prospective occupant to assume the same
terms as are included in the existing rental agreement;

(5) proposed maintenance of pets;

(6) proposed commercial activity; or

(7) written information signed by a previous landlord, which shall
accompany the rejection, setting out abuses of other premises occupied
by the prospective occupant.

(e) In the event the written rejection fails to contain one or more
grounds permitted by (d) of this section for rejecting the prospective
occupant, the tenant may consider the landlord’s consent given, or at
his option may terminate the rental agreement by a written notice
given without unnecessary delay to the landlord at least 30 days before
the termination date specified in the notice.

(f) If the landlord does not deliver a written rejection signed by him
to the tenant within 14 days after a wriLen offer has been delivered to
him by the tenant, the landlord’s consent to the sublease or assignment
shal’ be conclusively presumed. (§ 1ch 10 SLA 1974)

Article 3. Landlord Obligations.

Section , _ Section L ,
10. Security deposits; prepaid rent 100. Landlord to maintain fit premises
80. Disclosure _ 110. Limitation of liability
90. Lnndlord to supply [Jossession of the

dwelling unit

Hoe. 34.03.070. Security deposits; prepaid rent, (a' A landlord
may not demand or receive prepaid rent or a security deposit, however
denominated, in an amount or value Ir. excess of two months’ periodic
rent.

(b) Upon termination of the tenancy, property or money held by the
landlord as prepaid rent or as a security deposit may be applied to the
payment of accrued rent and the amount of damages which the
landlord has suffered by reason of the tenant’s noncompliance with §
120 of this chapter. The accrued rent and damages must he itemized by
the landlord in a written notice delivered to the tenant together with
the amount due no later than 14 days after termination of the tenancy
and delivery of possession by the tenant. “Damages"” do not include
wear resulting from ordinary use of the premises.

(c) All money paid to the landlord by the tenant as prepaid rent or as
a security deposit in a lease or rental agreement shall be promptly

m\. wherever practicable, in a trust account in a

bank, savings and loan association, or licensed escrow agent, and the
landlord shall provide to the tenant the terms and conditions under
which the prepaid rent or security deposit or portions of them may be
withheld by the landlord; nothing in this chapter prohibits the landlord
from commingling prepaid rents and security deposits in a single
financial account.

(d) If the landlord wilfully fails to comply with (b) of this section,
the tenant may recover an amount not to exceed twice the' actual
amount withheld.

(e) This section does not preclude a landlord or tenant from
recovering other damages to which he may be entitled under this
chapter.

(f) The holder of the landlord’r . erest in the premises at the time of
the termination of the tcnum is bound by this section. (8 1ch KhSLA
1974)

Sec. 34.03.080. Disclosure, (a) The landlord or person authorized
to enter into a rental agreement on his behalf shall disclose to the
tenant in writing at or before the commencement of the tenancy the
name and address of

(1) the person authorized to manage the premises; and

(2) an owner of the premises or a person authorized to act for and on
behalf of the owner for the purpose of service of process and for the
purpose of receiving and receipting for notic* and demands.

(b) The information required to he furnislied by this section shall lie
kept current and this section extends to and is enforceable against any
successor landlord, owner or manager.

(c) A person who fails to comply with (a) of this section becomes an
agent of each person who is a I. ndlord for the purpose of

(1) service of process and receiving and receipting fol notices and
demands; and

(2) performing the obligations of the landlord under this.chapter and
under the rental agreement and expending or making available for the
purpose all rent collected from the premises. (§ 1leh IDSLA 1977)

See. 34.03.090. Landlord to supply possession of the dwelling
m::t. At the commencement of the term the landlord shall deliver
possession of the premises to the tenant in compliance with the rental
agreement and 8§ 100 of this chapter. The landlord may bring an action
for possession against any person wrongfully in possession and may
recover the damages provided in § 290 of this chapter. (8 1eh 10 SLA
1974)

Sec. 34.03.100. Landlord to mninlnin fit premises, (a) The
landlord shall

(1) make all repairs and do whatever is necessary to put and keep
the premises in a fit and habitable condition;

(2) keep all common areas of the premises in a clean and safe
condition;
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Article 4. Tenant Obligations.

Section
130. Rules ar.d regulations

Sec. 34.03.120. Tenant to maintain dwelling unit

Cleanup withii\ 10 days of notice of agreement, the rental agreement could not
noncoinpliance. — Where the tenants b terminated for ‘hat reason. Vaar v.

cleaned up the premises within 10 days  Francis SquJ. Ct, <E. No. 1634 (File No.
from the date they were served with notice ~ 3173), 579 P.2d 1056(1978).

of noncompliance with the rental

Sec. 34.03.130. Rules and regulations.

(c) A mobile home park operator may determine by rule or
regulation the style or- quality of the equipment, including but not
limited to underskirting and tie-downs, to be purchased by the tenant
from the vendor of the tenant’s choice; however, the operator may not
require that the equipment be purchased from the operator.

(am § 4 ch 138 SLA 1976)

Effect of amendment, — The 1976 Le%islative histor re%ort — For
amendment added tubBection (c). report on ch. 138, SLA 197 SSCS CSHB
As the rest of the section was not 8 9amS[re-en§rossed]), see 1976 Senate

aff?cted by the amendment, it in not set Journal, p. 1368.
out.

Article 5. Tenant Remedies.
Sec. 34.03.160. Noncompliance by the landlord: General.

Stated in_McCall v, Fickes, Sup. Ct. Op.
(“'13'73)335 (File No. 2611), 556 P.2d 535

Sec. 34.03.180. Wrongful failure to supply heat, water, hot
water or essential services,

Cited in McCtIl v. Fickes, Sup. Ct. Op.
H%?Gl)m (File No. 2613), 556 P.2d 535

Article 6. Landlord Remedies.

Section .
225. Limitations on mobile home park
operator's right to terminate

Sec. 34.03.220. Noncompliance with rental agreement: Failure

to pay rent.

T,en-day1period_dotes from receiptof  to cure breaches in .he rental agreement
notice. — The period of 10 days in which  should be 10 days after receipt of the notice
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Lower kuskokwim Coast corporation

general DELIVERY

Kipnuk. Alaska 99614

Ph. 896-5811

Resolution f 81-02

Whereas, The Lower Kuskokwim Coast Corporation is an non profit organization
merged in four villages of Kipnuk, Kwigillingok, Kongiganak, and
Tuntutuliak, and;

WHEPEAS; The Lower Kuskokwim Coast Corporation is an non profit organization
and cannot, get any operating budgets from profits, and;

WHEREAS; The Board and Trustees do herby request that t$e legislative may
propose the State to grant Lower Kuskokwim Coast Corporation for
its annually operation in sum of fifty thousand annually;

THEREFORE; Be It Resolved that the Lower Kuskokwim Coast Corporation may

be granted annually as requested for its operation.

Passed this day of 1/14/81

Attest;

AsYyll-d-'i Lr.
Soard member

Bo&InScl mijfjftjDer ~

Board member 7*0

L.K.C.C. Project Director



S oi.mmmj Alaska Statutes & 01.10.070

firm, association, organization, business trust, or society, as well
as a natural person;

(8) "personal property” includes money, goods, chattels, things

in action, and evidences of debt;

(:) “property” includes real and personal property;

v10) "real property" is coextensive with land, tenements, and
hereditaments;

(11) Repealed by §2 ch 66 SLA 1965.

(12) "signature" or "subscription” includes mark when the per-
son cannot write, with his name written near the mark by a wit-
ness who writes his own name near the person’s name; but a signa-
ture or subscription by mark can be acknowledged or can serve as
a signature or subscription to a sworn statement only when two
witnesses so sign their own names thereto;

(13) "state” means the State of Alnskn unless applied to the
different parts of the United Slates and in the latter case it in-
cludes the District of Columbia and the territories;

(14) "writing" includes printing. (8 4 ch 62 SLA 1962; am § 2
ch 66 SLA 1965; am § 10 ch 117 SLA 1968)

Cross reference”. — For additional Quoted in Mntnnuskn-Susitim Bor-
deflnition of "pence officer," see AS nugh v. King's Lake Camp, Sug. Ct,
11.30.100. For further def|n|t|on.qf %{) No. 172 gFHe No. 857), 439 P.2d
“ponton," hoo AS 15552, For midi- -MI (11158); Stroll v, Stole Housm(_}
tional definitions, see AS 15.50,010.  Authority, 7 Alas. L.J. No. 0, p. 51

Effect of amendments. -- The 1055  (Sept., I1150): Stroll v. Alaska State
amendment repealed paragragh_(ll). Housing Authority, Sup. Ct. Op. No.

The 1958 amendment “substituted 405 (File No 024), 459 P.2d 480
"state troopers" for “stnte police” in  (19C9).
parngrnph (0).

See. 01.10.065. Certified mail. When the use of registered mail
is authorized or reiiutred by the laws of the state, certified mail,

with return receipt requested, may be uned. (8 1ch 66 SLA 1965)

Article 3. HITcrl of Statutes'.

Section Section .
70. Time siattiles take effect 90. Itetrosperlivu statutes
80. Computation of time 100, Effect of repeals or amendments

Sec. 01.10.070. Time hlululch lake effect, (a) All laws paused
by the legislature become effective 90 days after enactment. The
legislature may by concurrence of two-thirds of the membership
of each house, provide for another effective date.

(b) The actual effective date of a bill having no effective date
clause is determined by starting with the day after signature by
llie governor or the day on which lie gives written notice that ho
is allowing it to become law without nis signature, and counting
90 calendar days, the law becoming effective at 12:01 a.m.,
Pacific Standard lInm, on the 00lli day.

(c) A law having an immediate effective date clause becomes

£01.10.080 General Provisions § 01.10.080

law at 12:01 a.m.. on the day after it is signed by the governor
or on the day after he has given written notice that he is allow-
ing the law to become effective without his approval.

(d) A law which specified a definite effective date becomes
effective at 12:01 a.m.. Pacific Standard time, on the dale speci-
fied. (§ 5¢ch 62 SLA 1962; uni § 8 ch 126 SLA 1966)

Effect of amendment—The 1956
amendment rewrote this section.

Sec. 01.10.080. Computation of time. The time in which an act
provided by law is required to be done is computed by excluding
the first day and including the last, unless the last day is a holi-

day, and then it is also excluded.

This section was taken from the
laws of Qregon. Mahan v. Sparks, 10
Alnskn 292 11912); Lowe v. Hess, 10
Alaska 174 (1941],

It merely states the common-law
r(tflgezl.l)Lowe v. Hess, 10 Alaska 174

This statutory computation is de-
claratory_of thé common-law rule in
Alnskn.” Turnhull v. Bonkowski, 274
F. SupE. 733 (I1. Alas. 1957).

Alaska’'s compulation-of-limo stat-
ute merely expresses the common
law, Turnbull v. Bonkowski, 419 F.2d
104" (9th Cir. 1959).

Common law.—At common law it
was established if the last day on
which nn act was to lie performed
fell on a Sunday, then that Sunday
was excluded and the time was ex-
tended to the following 'ay Wndc v
Dwaorkin, Sup. Ct. Op. No™ 306 (File
No 503), 407 N2d 587 (1955).

Tho common-law rule is that when
the period of time within wliieh an
uel I1s to lie performed exceeds one
week, an intervening S_undam IS in-
eluded in the computation. Wndc v.
Dworkin, Su?, Ct. OE No. 306 (Filo
No. 003), 407" N2d 587 <1965).

Legislative Intent.—The legislature,
by virtue of Its enactment” of this
section, manifested its intent to ex-
lude Sundays in the compulation of
time only when Sundny falls on the
Inst dny 0f n period in qucntion. Wndc
v_. Dworkin, Sup. _Ct. Op. _No 305
(File No. im'l), 497 I*2d 587 (19111)

Exception in common law nH to
com{)utatlon of person's age.—There
exists a well-recognized exceﬁtl_on in
[lia common low as to_tho chuipuln-
tlon of » person™ age. This exception,
briefly stntod, is timt a year must bo

(8§ 6 ch 62 SLA 1962)

counted, not from the dny of birth,
hut_ from the preceding “dny when
limitation . 1s _ figured, “Turnhull v.
Bonkowski, 274 “F. Supp. 733
Alas. 1967). _ ,
The compulntion-of-time statute is
expressive of only the gene a) com-
mon-law rule and docs not presume
to abrogate the wecll-estnhjisiieti c.\-
eeption thereto governing the compu-
tation of a person's age. It follows
Ihnt. the statute lias no appliealion in
calculating a person's age. Turnbull
\{.%Bgonkowskl, 419 F.2d 101 (9th Cir.

The supreme court is enjoined by
the legislature to observe the provi-
sions of AS (11.19.020, in resolving
any issue r_elatl,n% to tins section
and its applicability In the five daal
termini provision ‘of AS 15.20.43
Wndc v. Dworkin, Slip. Ct. Op. No.
326 (File No. 603), 407 120 687

ComputinP limjtation under ~AS
If. 50 110. ™ emiip.illog the live day
period of limitation prescribed iy
AS 16,20.430, on intervening Sunday
is to lie included. Wade v “Dworkin,
Su%). Ct. Oé)' No 306 (File No. 603),
407 1'.2d 587 (1965).

_Computation of the limitations pe-
riod provided by AS 09.10.070 subse-
quent to the removal of tho disabilit
of minority is to he made by exclud-
ing tho first dny and mclu_dmg} the
last. Turnhull v. Bonkowski, 274 F
SUEP. 733 (D. Alas, 1367. . ,

ling appeal. Under Ibis nrriimi,
the day on which the judgment is en-
tere(%hshtquld Ilethe_xeluﬂed in comlput-
| e time within which. an. applica-
t?o__ for nrﬂ appeal ir\ﬁli I qie rlileﬁ.p ﬁn
haii v. Sparks, 10 Alaska 292 (1912).
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REQUEST
Bill/Resolution No. SB 260

Title Special appropriation for a grant to Lower Kuskokwim cr mratioil

Requested by_ Date

FISCAL DETAIL
Agency Affected Commerce & Economic Development

Program Category Affeqied _Economic Development-

BRU, Program, or Subprogram(s) Affected Economic Enterprise - Industrial Projects

(Note: If more than one budget component is affected, separate linc-item 2-ounts and funding for each
component in the analysis sectioi .)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 .FY 86

PERSONAL SERVICES
TRAVEI

CONTRACTUAL

COMMODITIES

EOUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS. ETC. 50.0

TOTAL
50.0

FUNDING (Thousands of Dollars)

GENERAL FUND 50.0

FEDERAL FUNDS 0

OTHER (Specify Fund Source) 0
POSITIONS

FULL TIME 0

PART TIME 0

TEMPORARY 0

111 ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
IV. DATE 3/13/81 PREPARED BY Richard H. Eakins

AGENCY Commerce & Economic: revelooment '
Original: Legislative Finance PHONE - 465-2018

CC:

Budget and Management
Prime Sponsor (First Legislator Named)

33 001 (Rev. 12/30






Senate
Crnitkee o escor &Cmnae Rouch v

State Capitol
Juneau, Alaska 99811

Official Business
SUMMARY SB 277:
Sec 1: This act provides aircraft owners and operators with access,
thru the establishment of a public 1insurance corporation, to adequate

insurance against liability and hull damage.
Sec 2: AS 21 is ammended oy adding a new chapter; Chapter 86

ARTICLE 1 AVIATION INDEMNITY CORPORATION OF ALASKA
21.86.010 Corporation established; Aviation Indemenity Corporation
of Alaska 1is established as a public corporation, having a legal ex—
istence independent and separate of the State. Obligations 1issued by
the corporation do not constit ite a debt, Iliability, or obligation
and credit of the State.
21.86.020 Establishment of a board of directors appointed by the
governor and confirmed by the legislature. Membership:

(1) one representative from an air carrier, subject to FAA routes

(2) two representatives, certified by the Alaska Transportation
Commission as air taxi operators;only one may be operating from a bus—
iness based in a city having over 100,000 population, and both must be
insured under this chapter when insurance becomes available.

3) two reps from the aviation community not associated with
commercial aviation enterprise represented in (1) or (2) of this sub-sec.

4) two representatives of the insurance industry

) two members of the general public who have no financial int—
erest in bhe aviation or the insurance business.
The term of office for each director is three years;
When a directors term expires, the governor shall appoint a successor
form the same class as the director whose term has expired. In the ev-—
ent of resignation, death, or inability to serve , -he governor sha."
appoint a successor from the same class as the terminated director for

the unexpierd term.



SB 277 cont.

Provider for t three year term of office;

Within 90 da; <of the first meeting of the board, the director
shall submit to tl..e Div of Insurance a plan of operation, proviidng
for fair and reasonable administration of the corporation.

OQutlines powers and duties of the board including standards of
acceptable risks, the issuance of contracts indemnifying owners and
operators against loss by reason of liabilty for covered claims for
an act of ommi~oicn in the operation of an aircraft in this State, and
agreeing to tender on their behalf a defense to a covered claim in a
civil action. Subject to approval of the Div of Insurance, the board
shall charge a premium for the protection provided. The board shall
carry out the obligations of 1its contracts, and shall maintain and
report information concerning claims for those it insures.

Board may exclude an individual based on risk factors, but may
not exclude an application because of his classification.

Provides limits on liability for policies issued; 1insurance con—
tract shall cover the defense against but not the punitive damages.

Annual reporting to the director of information on claims.

Dir. of the Div of Ins. may roder termination of the corporation
based on public hearings, and a determination that the continuation
would result in substantial underwriting loss.(unless excessive premiums)

The corporation is exempt from tax for the first 5 years, how-—
ever after that period there will be a premium tax.

Outlines rate categories for general and commercial aviation.

Provides for an assessment on insureds, corporation may levy
an assesment on insureds holding policies the previous year.

Provides for refunds to insureds if premiums exceed claim and
underwriting expenses for the year.

Outlines payment of premiums and cancellation of 1insurance.

Establishes aviation revolving fund (loan) 1in the Department of
Commerce and Econ. to be adminsiterd by.the Div of Insur.Loans may
be made from the fund to the corporation upon certification of the
director, but loans are not to exceed 30 million at any time.Loans shall
be repaid to the fund in annual installments of at least 25% of the
excess of the premiums earned, reserves, expenses, and assessments
made by the corporation, 1if any, and interest shall be paid at a rate

of 7 percent.



FUTURE OF AVIATION INSURANCE 1IN ALASKA

Before one can predict the future of Aviation Insurance, one must

look at its past.

Prior to 1970 there were no Domestic Insurors accepting Aviation
Insurance in Alaska. From 1970 through 1977 several notable Domestics
entered the State including, but not limited to, such well known
Insurors as Insurance Company of North America, Ranger, Pan American,
Insurance Company State of Penn, and U.S.A.l1.G. Without exception,

all lost money and withdrew from the State.
1

] »

Prior to 1970 and since 1978 most of the Aviation Insurax.ce in Alaska
has been provided by Lloyds of London and British Companies who have

continually provided a market for the aviator since the first airplane

came to Alaska.

During the 1970°"s aviation rates were steadily decreasing year after
year even though as a Nation we were experiencing inflation and as a
State we were experiencing an increase in airplanes, nilotr; and, sadly,
a sharp 1increase not only in accidents- but also an increase in tla
fatality rate. In 1978 one hundred fifty-eight people were killed 1in
airplanes with the average court award and/or settlement per person
being $450,000. each or $71,000,000. That figure does not include

the dollars spent on hull losses.



Page Two

Rates started increasing in 1979 after the 1978 figures were known.
In 1979 the fatality record was beeter, but over the past five years
Alaska has averaged more than 50 fatalities a year at an average
cost of $450,000. per death or az annual cost of $22,500,000. just
to pay liabilities. As a result, many pilots and Air Taxi operators
have experienced sharp and heavy increases in the cost of their
insurance. Those who have had accidents the past five years are

being charged more than those who have had no accidents. But everyone®s

rates are up and up a lot.

Newspaper articles have appeared recently accusing Lloyds of London
of having a monopoly and "fixing" prices. I have been somewhat
dismayed to bee these things in print and even more dismayed as to
who 1is doing the accusing.

(1) Many of those doing the most complaining have been involved
in accidents in the past, five years and many have had a fatal crash.
Trie statistics are a matter of public record.

(2) Lloyds of London 1is a Market Place, not an Insuror, so how
can it be a monopoly?

(3) The British Companies are also a Market Place made up of
many lInsurors.

(4) We are seeing a wider variance in rates today than we"ve
seen in years, 1i.e. the ones with a repeated accident record are
rated accordingly. Those with none or one are also rated accordingly.

(5) There is stiff competition in the World Market, but there

is no rate cutting.
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Recently Senator Eliason had Introduced into the Senate Senate Bill 277
which would create a State Funded Aviation Insuror. The bill-asks

for $30,000,000. to fund the Insurance.Company. The Insurance

Company would be assessible. That means anytime within three years
from date your policy expires you could be assessed up to 50% of what
you paid in premium. S.B. 277 does not discuss rate levels, but

in verbal discussion propon;;ts of this bill acknowledge they probably
could not provide insurance cheaper. So you would trade what you

now have, 1i.e. a guaranteed cost:, for an unknown cost, and by asking
the State to subsidize your insurance do, at the same time, subject

yourself to public scrutiny for you cannot expect public funds without

accepting public involvement in your day to day flying life.

There are many arguments against Senate Bill 277, and 1°m confident
your Broker and Insuror 1is ready to discuss in detail with you all

of the ramifications of it.

As for the future of Aviation Insurance 1in Alaska

(D) It will always be available in the free market .-at price;

(2) When the accident rate declines and thus loss experience
declines, rates will decrease;

(3) There 1is at present three separate Domestic Insurors considering
re-entering the State to provide Aviation Insurance. However, it; is
not their intent to cut rates, for the past 10 year8s statistics

prove that rate levels for that decade were hopelessly inadequate.
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“4) But some of you were not here in the sixties, but those of
you who were realize that the rate levels of today are the rate levels
of the sixties. Your hull values are higher, your seating capacity
is greater, and with the average court award being $450,000. per person,

most of you are carrying higher limits of liability as you should.

I would suggest that instead of "Hanging the wrong man" 1i.e. the
Insurors, that each of you acknowledge that the basic problem 1is
accidents, not insurance. Pilots wreck airplanes and hurt people.

Insurors pay for them, so we all pay for them.

Insurance is a pooling of dollars by the many to pay the losses of the
few. But if the dollars out exceed the dollars in, then rates must
be incieased, and that fact does not change whether it is Insurors

as you now.know them or a State owned Insurance.

Here are some sobering statistics: The State of Alaska has one-eighth
of 1 percent of the United States population, 1.3 percent of the
pilots, 2.9 percent of the aircraft and 5.6 percent of the accidents.
Alaskan aircraft are involved in 4.4 percent of the fatal accidents.
Air taxi operators here rack up 22.6 percent of American accidents

among that group, and 15 percent of the air-taxi fatalities.

Instead of complaining about rates and asking the State t subsidize

the accident and fatality rate by forming an Insurance Company, ask
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your legislator to:

(a) Kill Senate Bill 277 - and in its place

(b) Put the $30,000,000. to work doing what National Transportation
Safety Board AAS-80-3 recommends in its Special Report on Safety 1in
Alaska.
for in so doing all citizens would benefit in a reduction in loss of
life and property, and each of you will ultimately benefit in reduced

insurance costs as a result of safety.

Submitted by

{1"~Lois Clary

Lois Clary is a licensed insurance agent
who has been actively involved in all lines
of insurance for 32 years and insurance 1in

the State of Alaska for 20.
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OF

TULINDA DEEGAN
President

ALASKA AIR CARRIERS ASSOCIATION

ON
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Establish the Aviation
Indemnity Corporation
of Alaska

May A, 1981°*

4790 Business Park Boulevard « Suite 4 » Anchorage, Alaska 99503 « (907) 272-3°33



TUl indafdeegan
resident

ALASKA AIRPCARRIERS ASSOCATION
ON

8,277 - An Act on

Establish the Aviation
Indemnity Corporation
of Alaska

Hay A, 1981

I AM PLEASED TO PRESENT THE VIEWS OF THE ALASKA
Air Carriers Association (AACA) on Senate Bill 277 - An
Act Establishing the Aviation Indemnity Corporation of
Alaska, With me today 1is D, Craig Clark, President of
Anchorage Airways and Chairman of the Alaska Air Carriers

Association,

The Alaska Air Carriers Association, founded in
1966, REPRESENTS AIR CARRIERS ENGAGED IN THE TRANSPORTATION
OF PASSENGERS, CARGO AND MAIL, THE MEMBERSHIP [INCLUDES
CERTIFICATED AIR CARRIERS, COMMUTER AND AIR TAXlI OPERATORS.
The key purpose cf the Association is to foster and promote
AN ENVIRONMENT THAT ASSURES SAFE AIR TRANSPORTATION IN THE

State of Alaska,

The AACA Board of Directors passed the following

RESOLUTION AT THEIR APRIL 8, 1981 MEETING:



WHEREAS, EScALATING INSURNACE RATES HAVE BECOME
A MAJOR PROBLEM OF THE AIR CARRIER INDUSTRY IN ALASKA,

the Alaska Air Carriers Association,

RESOLVES, to support discussion of proposals in
S.277 TO ESTABLISH AN ALTERNATIVE IN THE INSURANCE
MARKET PROVIDED THAT SECTION 21,86,110, ASSESSMENTS
on Insureds, be amended to delete the 50% special
ASSESSMENT AND THAT SECTION 21,86,086, TERMINATION,
BE AMENDED TO |INCLUDE AT LEAST A 30 DAY NOTICE PERIOD
TO INSURED ON DISSOLUTION OF THE CORPORATION,

The members of this committee are well aware of
THE IMPORTANCE OF AVIATION [IN ALASKA, AIR TRANSPORTATION IS
ESSENTIAL TO ALASKA. OUTSIDE OF MAJOR POPULATION CENTERS
THERE ARE VIRTUALLY NO ROADS. ALMOST EVERYTHING THAT IS
REQUIRED FOR SURVIVAL, INCLUDING FOOD, CLOTHING AND MEDICINE

MUST BE BROUGHT IN BY AIR.

Insurance premiums for aircraft hull insurance
AND AVIATION LIABILITY INSURANCE HAS JUMPED 100 TO 200
PERCENT THIS YEAR, ALL OPERATORS HAVE FACED THESE COST
INCREASES, AIR CARRIERS ARE FORCED TO PASS THIS INCREASE
ON TO CONSUMERS, ATTACHED TO OUR TESTIMONY ARE RECENT

ARTICLES THAT OUTLINE THE PROBLEM,

The Alaska Air Carriers Association commends the
Senate ior addressing this critical issue and is confident
THAT THE HEARINGS OF THIS COMMITTEE WILL BE A MAJOR STEP
IN RESOLVING THE PROBLEM OF HIGH AVIATION INSURANCE RATES

in the State of Alaska.



A REVIEW OF SOME FACTS ON THE CURRENT AVIATION
INSURANCE INDUSTRY IS IN ORDER. SINCE AMERICAN INSURANCE
COMPANIES PULLED ouT OF ALASKA IN 1968, THE PRIMARY MARKET

FOR AVIATION COVERAGE IS LLOYDS OF LONDON, ACCORDING T*>

the Alaska Division of Insurance this market represents
90* of Alaskan aviation insurance.
i
Quotations in the current market are limited to

THE INITIAL BROKER. THIS MEANS THAT AN AIR CARRIER CANNOT

shop around" for a better rate. Statistics on the premium

AND LOSS LEVELS EXPERIENCED BY LLOYDS IS SKETCHY AT BEST

AND ARENOT COMPLETE ENOUGH TO DRAW REALISTIC CONCLUSIONS.

Members of this committee will hear testimony

THAT THE CURRENT HIGH INSURANCE RATES ARE PART OF A CYCLE,

Proponents of the cycle theory contend that high insurance

RATES WILL DRAW DOMESTIC INSURANCE COMPANIES BACK INTO THE

MARKET AND THROUGH COMPETITION RATES WILL COME BACK DOWN.

When rates go too low then the domestic companies

WILL PULL OUT OF THE MARKET AS THEY DID IN 1968.

THE DEVASTATING IMPACT THIS CYCLE WOULD HAVE ON

AIR TRANSPORTATION IN ALASKA IS OF GREAT CONCERN TO THE



Alaska Air Carriers Association, Such a cycle would make
LONG TERM FINANCIAL PLANNING EXTREMELY DIFFICULT. THE
EXISTENCE OF AN UNDERWRITING FIRM IN ALASKA MAY SMOOTH

OUT THE PEAKS AND VALLEYS IN SUCH A CYCLE,

The air carriers in the State of Alaska wunderstand
THAT THE CONCEPT OF INSURANCE IS A POOLING OF DOLLARS BY A
LARGE GROUP TO PAY FOR THE LOSSES JF A FEW, ONE CLEAR WAY
to improve Alaskan aviation insurance rates is to improve
THE Au/nSKAN AVIATION ACCIDENT RATE, A RECENT NATIONAL
Transportation Safety Board study un air taxi safety in
Al cha tes "Alaska , , , has an air safety problen ..,
(a)BGUT 30 PERCENT OF ALL AIR TAXIl ACCIDENTS IN THE UNITED
States occurred in Alaska, and their rate of occurrence was
FOUR TIMES that OF THE REST OF THE UNITED STATES," THE
Alaskan Federation of Natives (AFN) also recognized the
NEED FOR IMPROVED AVIATION SAFETY, At THE 1980 CONVENTION
THE AFN PASSED A RESOLUTION TO WORK WITH OTHER ASSOCIATIONS

AND AGENCIES TO REDUCE THE AIRCRAFT ACCIDENT RATE IN ALASKA,

The air carrier industry recognizes that management

AND COMPETENT FLIGHT CREWS ARE THE KEY TO SAFE OPERATION,

At the present time, air carriers 1in Alaska do not
HAVE ACCESS STANDARDIZED TRAINING PROGRAMS, TO IMPROVE BOTH

MANAGEMENT AND THE FLIGHT CREW®"™S SKILLS.



In 1978, THE INDUSTRY ESTABLISHED THE ALASKAN AVIATION
Safety Foundation, a non-profit corporation designed to foster
AVIATION SAFETY THROUGH EDUCATION PROGRAMS, THE FOUNDATION

WiLL OFFER AVIATION TRAINING PROGRAMS THROUGHOUT THE STATE.

American Airlines Training Corporation (AATC) will
DFVCLOP.%RAINING SYSTEMS TO MEET THE UNIQUE NEEDS OF AVIATION
in Alaska, These programs will be designed to provide stand—
ardized RECURRENT TRAINING THAT WILL REDUCE THE ACCIDENT
RATE, THE RESEARCH TO DEVELOP THE TRAINING PROGRAMS WILL

BE CONDUCTED IN ALASKA,

While American Airlines is developing the compre —
hensive TRAINING PROGRAM THE FOUNDATION WILL BE WORKING WITH

OTHER AVIATION GROUPS TO OFFER THEIR PROGRAMS IN ALASKA.

The Aircraft Owners and Pilots Association (AOPA)
HAS DEVELOPED EXTENSIVE PILOT TRAINING COURSES, VERY FEW
OF THESE PROGRAMS ARE OFFERED IN ALASKA BECAUSE OF THE HIGH
COST OF TRANSPORTING INSTRUCTORS AND THE TRAINING MATERIALS
to Alaska. The Foundation has worked out a cost-sharing
ARRANGEMENT WiTH AOPA To OFFER MORE OF THESE PROGRAMS IN

Alaska .



The prevention of accidents in Alaska begins with
MANAGEMENT. THE ALASKAN AVIATION MANAGEMENT PROGRAM WILL BE
OFFERED IN AT LEAST FIVE ALASKAN COMMUNITIES, THE MANAGEMENT
PROGRAM HAS BEEN OFFERED IN THE PAST AND IS DESIGNED SPECIFIC—

ALLY for Alaskan aviation operators,

Each year at the Alaska Air Carriers Association

Annual Convention, engine and aircraft manufacturers offer
SEMINARS FOR MECHANICS, THESE PROGRAMS ARE WELL ATTENDED
AND ARE THE ONLY SCHEDULED OPPORTUNITY FOR ALASKAN CARRIERS
TO MEET WITH THE MANUFACTURERS, THE FOUNDATION WILL EXPAND
THIS PROGRAM AND OFFER MECHANICS®™ SEMINARS THROUGHOUT THE

STATE,

The Foundation has worked with the Employee Assistance
Consultants of Alaska (EAC) to develop a program to help
EMPLOYEES OF AIR CARRIERS, EAC WORKES WITH EMPLOYEES AND
THEIR FAMILIES TO DEAL WITH PERSONAL PROBLEMS WHICH MAY AFFECT
THEIR PRODUCTIVITY, HEALTH, OR CONTINUED EMPLOYMENT, THE BASIC
ASSUMPTION OF THIS PROGRAM IS THAT A HEALTHY EMPLOYEE IS ALSO

A SAFE EMPLOYEE,

The Foundation will provide air carriers with informa—

tion ON AIRCRAFT ACCIDENTS IN ALASKA, INFORMATION SUCH AS THE
CAUSE AND THE TYPE OF AIRCRAFT WILL BE PREPARED IN AN EASY-TO-

READ FORMAT AND DISTRIBUTED TO AIR CARRIERS,



The Alaskan Aviation Safety Foundation is being
DEVELOPED IN COOPERATION WITH THE INSURANCE INDUSTRY, THE
Foundation is working with Robert J. Carnie, Aviation Safety
Consultant with the international insurance brokerage firm of
Reed Stenhouse, to esta. ish safety programs recognized by
THE INSURANCE INDUSTRY. CARNIE HAS EXTENSIVE EXPERIENCE
FLYING HELICOPTERS IN ARCTIC ENVIRONMENTS.

In an effort to reduce insurance costs., the Alaska
Air Carriers Association has put together a group Workers-
Compensation Insurance progranm, The Alaska Division of
Insurance has issued final approval for the Alaska Air
Carriers Association (AACA) Workers®™ Compensation program.
This program 1is available exclusively to members in good
standing with the AACA, Aﬂ important provision of the
PROGRAM IS THE REQUIREMENT THAT PARTICIPANTS IN THE PROGRAM
MUST BE ACTIVE IN SAFETY PROGRAMS ESTABLISHED BY THE AACA
Board of Directors, The Division of Insurance has allowed
the Board of Directors one year to develop the programs,
The participants in the program to date will save an estimated

$86,000 IN PREMIUMS,

Thank you for the opportunity to express our views

ON AVIATION INSURANCE,
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- @ P* Alaskaraviators have found their insurance rates jumping

- X -from 100 to 200 percent this year, and those changes are

forcing changes for many. - -
v* The rate Increase is hitting both commermal and pleasure
pilots, forcing increases in air taxi rates, and discouraging

"“private'pilots from acquiring their own planes. -.

The'reasons for the high Alaskan rates are simple.
r-Alaskans fly more, with almost 16 times the flight hours per

owners aid operat ors tars Throughout Alaska have
% t re Jum ncro 05 that havo moro

|I" [AI daft

ando rﬁets In tho last tow yoars, In-

ro 05 aro bl g orcoPa ol acudonts

-Jn o state an the roluctarce o SUranco
T* vvnters to got Involved. Androa Smith photo- \
- ANho Tl i

..operations.

LA R

Pllots fSsten s

' resident as the rest of the U5. in 1978, and have
number of aviation accidents. - v =
Insurance companies that have taken too

insuring Alaskan fliers are staying out of the market, leaving

almost no one insuring state aviation but the Lloyd’s syn-
. dicate of London. . . « L. $8&

Alaska Senate Bill 277, introduced March 12,Awou”

eestablish an Aviation Indemnity Corporation of Alaska to

provide another market for insuring; the aircraft operators in

. the slate. Initially funded by the state, the corporation would

exist independently and would set rates at a competitive

level. It would not depend on state subsidy for continued
N n =ypC15

The corporation would make aircraft insurance more
accessible to fliers, but would not guarantee lower rates, said
state Division of Insurance director Ken Moore. -*jS"1

Another reason for higher hates Is the unlimited liabilify'lo
which Alaska air carriers are subject, said Paul Breed of
SEA Airlines. The amount of liability for which a victim can
sue is unlimited in Alaska, while on international flights the
amount is limited to $100,000 by international agreement,
Breed said. Alaska is not the only state with unlimited
liability, but many states have set limits. ' -

“ People injured in a wreck deserve to compensated, but I
question some of the large claims being awarded,” said Mike
Salazar of Ketchikan Air Service. n

Breed also contends there is little significant difference
between the rates for good risks and bad risks. Operators
who rnay cut corners on safety procedures can cut operating
costs, and suffer no greater increase in insurance premiums.

Breed said he has liad no liability claims filed against him
since he started as an air taxi operator in 1973, and only one
claim for hull damage, in 1974. But he lias found no
significant difference between his rates and those of others
who have had claims against them.

The result is sliarply increasing insurance premiums, for
air taxis, instructors and private pilots alike.

Jack Cousins has been a flight instructor in the Ketchikan
area since 19G4, but he won't be teaching this year because
his insurance premiums liavc gone from $3,800 to $9,800, and
the coverage 1ms fallen from $900 to $1,000 deductible on
ground insurance and from five percent !'o 10 percent
deductible on air insurance. A B R

“You can hobnob for one or two dollars more to cover fuel
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Insurance rates

increases, but you can't tell a guy you need to charge $20
more an hour to cover the insurance,"” Cousins said.

m Breed said it looks like his rates would have increased by
about 500 percent over the past two and a half years,"and
that's with no claims agains* us at all."

Adding to the increase is the new policy requirement that
Breed carry year-round insurance for all his fleet, although
one-half to two thirds of his planes are inactive during the
winter. He said that until last year he could get a lower rate
for inactive planes during the winter. -

Higher insurance rates come partially from hlgher ac-
cidents rates. Between 1974 and 1978, there were almost five
times as many ncnfatal air taxi accidents per 100,000 hours of
flying time in Alaska-15.2 - as in the rest of the U.S. Nonfatal
general aviation accidents per 100,000 hours were more than
double those in the rest of the U.S. during that period.

A 1980 special study by the National Transportation Safety
Board concluded that the major factors contributing to the
high air taxi accident rale in Alaska are the "bush syn-
drome," inadequate airfield facilities and communications,
and inadequate weather obseivations and navigation aids.

Onerecommendation was safety programs which reiterate
the hazards of the "bush syndrome," which is ihe willingness
of (lie pilot or the passengers to take unwarranted risks to
complete a flight in hazardous conditions.

Other recommendations include improved maintenance of
runway facilities, especially in small villages; increasing
weather observation stations and improving weather in-

nep. La/n Dnncj, UH a., najuifi Ulai 1UIl SOOHI oCCUTiiy

benefits atG5 is enshrined in our culture, expressed fears that
the measure might prove politically unacceptable.
People retiring at age G2 under the plan would receive 64
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Not only must weather conditions be adequate’ at Kennedy
Space Center here, but the forecast must be favdrnble at the
main landing site at Edwards Air Force Base in Cnlifc la

and the backup site at White Sands Missile Range in hew
MeYU, .

formation communications; and location of a Federal
Aviation Administration principal operations inspector and
principal maintenance inspector at Ketchikan, Nome, Bethel
and other regional hubs.

Insurance companies are in the business to |nsure but If
they lose money at it they are gc ing to get out of the market.

"In the early and mid-1970:;, the foreign (lower 48) market
was strong, but they had a terrible experience,"” said Ken
Moore, director of the slate Division of Insurance.“ Over the
last 11 years their true loss - losslagainst premium - was 139
percent, and some years it wall up to 219 percent. They
gradually cased out instead of ad; usting the price structure.”

In 1979, Lloyd's syndicate wrote $13.9 million In insurance
covering Alaska aviation, while companies lower 48
wrote only $1.2 million, Moore said.

"Basically, Lloyd's is the only market, and tiitj re keeping
up with losses by the expedient .if adjusting their rates to
conform,” he said. -

Moore said the proposed state aviation Insurance cor-
poration,"isn'tany guarantee rates will go down at all. It's to
make a market that's accessible by local agents. If nothing
else, it may jar London to opening up the market."

"Aviation insurance in Alaska has been like this
historically,"” said Rick Hard”is le of Hardcastle-Davies
Insurance in Kctcliikan. "Peaks am lvalleys. After a year or
two of good experiences, we get mi rc companies involved."”

"The competition aspect came | ome tliis year, and the
composite of dcatlis and accidents over the last few years
finally caught up with the industry,"” he said.

The amount of damages per axiccnt can lie much higher
for airplanes than automobiles ard Hardcastle said,"the
trend in damages per accident, pa ticularly fatalities and
partial disability, has gone from fa r to worse."”

Far more people own automobiles, and the claims are
generally smaller, so that a company's losses can be better
predicted. "Rut in aviation, you might wipe 20 people out
with one accident,” Hardcastle said.

The result of higher insurance cists, coupled with in-
creasing fuel costs, is higher air taxi rates. “We're already
pricing ourselves out o] the local recn ation market," Breed
said. /A / ..

Salazar said that tlus state should start building more
airports. Wheel planes arc faster, cheaper and carry
more,"In the future | don't think it will he cconomicnl for
Boat planes to operate, except into tin lakes."”

If oilier insurance writers get involvei inthe market again,
the premiums may peak and start hern ing down again. But
insurance may stay high, making flying in Alaska accessible
less to Uiose who do It for pleasure, jnd more expensive for
tliose who fly out of necessity.

ly/T71?
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Alaska's skyrwrkctlo%awatmn insutv.," io>'s quit paying for the losses piled,, ;
iance rates is to get the unsafe pilots >. ,up W the sloppy operators, h < from the population centers, i
Out of thesatr, the chairman of the-' * ~ He recommends a state grant to .i >"The area is so large you could
Alaska.*, Air- Carriers  Association v the recently;fot'med Alaska Safety ®put n 100-man office,in the'area nnd
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l.-r  The Alaska Air Carriers Assocla-- COH( Of Getting up the program,' the.", next year."

tion is seok'ng a 51-mllllon fate's>association hopes that stale aviation. * As Decgnn explained, the firm
jj™grant lo begin n slnlc-of-thi art,fuel taxes can bo used to support It ' lu\n protwsed to interview the most
".training program aimed at reducing, Ona regular basis. . N '/ experienced Alnskar. pilots — survi-
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,pilots nnd mechanics who tnk* the

| specialized courses would Incn?nso

|f necessary to -lihey .re still flying, Their methods!-’" from WO,000 to 510),000 during the

™ * Iralnl °8"*m cr%n g cd--to-tt-
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N izeu location or transport portable®vor nn(l 2or ftVintlon, said I_f we can train p_'IOtS to handle

(-1 facilities throughout the state- If the .' Dcegan. . » terrain b_elter,”"she said, "we can re-

v project Is. approved by theilLeg- j The Air Carriers Association has duce accidents.

‘1 Islature. «? ‘ [-y;contrncted with tho American'Air- f The training program, snc said,
T.ie association hopes the ti'dn-T pridS draining Corp. to build the cur- , wou!d offer participating companies

i'/lng facility will help reduce Alask .'s.'v :riculum nnd provide flight ‘mining " nnd pilots n way to lower their nlr-
aircraft fatality rate, which is fl e< 'simulators. Dcegan said they plan to  -Crnft liability rates In the same way
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R,progrnm nnd-1 In Brolnted cffort 10 reducc rc'-

dents and provide lower cosU for
members, the association has ,.jst
nnnounced a reduced nile group plan
for workmen’'s comiK'nsntlon.

The new workmen’'s compensa-
tion plan, said Dcegan, provides a re-
duction of about 24 percent for mem-
bers. To participate, she explained,
members have to participate i
safely pr grams sponsored by th»
organization. . 'm » ,

"This follows several years ol
difficult negotiations nnd ‘' should
prove a valuable benefit to mem-
bors." Deegnnsnld

"Not only are the premium snv-

I Ings attractive, but the safety pro-
grams associated with the lasurnnce
package should help Improve the
overall accident rate In the state.”
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| am pleased to have the opportunity to present my views
on Lunate Bill 277 - An act establishing tne Aviation Indemnity

Corporation ol' Alaska.

Aviation hull and liability rates have taken a sharp increase
in the past two years and are appartently going to rise higher.
Anchorage Airwayt , Inc. rates on our primary turbo prop aircraft
have risen from 1.30% for hull coverage tp 2.75% and are expected
to go higher in Ju..e 1981. The liability premium Ifor 9,passenger
seats lias increased from $5700.00 per year to $12,400 per year.
This rate increase on our 2 turbo-prop aircraft has increased our
cost of operation nearly $53,000 per year or approximately $30.00
per hour. Our other aircraft insurance was increased hy $28,000.
During this three ear period of insurance renewals, Anchorage
Airways has suffered one hull loss in the amount of $46,000 caused
by operation of one of our aircraft by the federal Covernment. e
have not had any liability claims. M point is that our rate
increases have boon a result of the overall rising market rates
and not n result of the losses experienced by our firm, insurance
Is purchased for protection from high operating losses, however
the increase in premiums has become a high operating loss in itself.

Air taxi firms can pass this increased cost of operations
on to their customers hut there is usually a period of time (as
high us six months) that tho cost must by absorbed by the operator

because of the competition. The scheduled Air Carriers are not



experiencing the same increase in rates. Lloyds of London has
typically been reducing airlines premiums and have now stopped
those reductions but have not as yet begun to raise the airline

rates.

The private aircraft owner is having a particularly difficult
time. Many have dropped insurance coverage on their aircraft.
This results in asnaller premium base available to spread the
risk. Aircraft sales to the private pilot have suffered because
of the high cost of insurance coverage required by the lending

institutions.

The high cost of insurance today is tnc result of the problem
of high dollar losses incurred bv tin: insurance companies. The
high dollar losses are a result of the liberal liability claims
paid in the State of Alaska and the high aviation accident rate

we have iIn the state.

There are several actions that can be taken to solve the
problem of high losses. The FAA over the past 10 years has in—
effectually tried to lower the accident rate by 1imposing more
restrictive operating regulations upon the pubxic. Those new
regulations have been totally unsuccessful as exhibited by the
continuing high accident rate which is five times higher Ln Alaska

than in tho lower 4H states. My proposed solutions are:



Selective underwriting of aviation risks. Establish
procedures for rating a risk (similar to the existing
workmen®s compensation program) whereby a good risk
enjoys a reasonable rate and a bad risk must pay a
much higher rate (possibly up to 500% higher then

standard).

Recognition of Aviation Safety Training. Establish
procedures for recognition of aviation safety training
and allowing a reduction in premium rates for successful
completion of such courses. The aviation safety training
course must be qualified under the program and must

train to a desired proficiency level. It is my opinion
that most flight schools would nor qualify as an approved
aviation training, course, in order for this type of
program to be effective the safety training must be

beyond the level of FAA requirements.

Wrongful death limit. Consideration of a "wrongful
death limit" may be beyond the scope of this coinnuttee
at this time, however a wrongful death limit similar
to the Warsaw Convention and the state workmen®s
compensation program would considerably reduce the
c"st of aviation insurance. If a reasonable wrongful,
death limit of $100,00C to $250,000 existed liability

rates would be manageable and tho deceased®s estate



would be adequately compensated. In >he event of gross
negligence the death limit would be pierced and the
deceased's estate would receive the "normal" settlement.
This type of legislation would provide several benefits
to the flying public in that a "grossly negligent"
operator, as proven guilty of such by the court system,
would find that f' continued negligent operations
would be financi iy burdensome and the Federal Aviation
Agency would be hard pressed to allow the individual to
continue with FAA approved flight operations.

In closing, | would like to express iny belief that insurance
Is a protection for a catastrophic loss that has occurred with
reasonable preventative practices in effect. Subsidization of
Aviation Insurance premiums by the State of Alaska without provisions
for the forementioned solutions will only foster a continued high
Alaskan aviation accident rate and result in the eventual financial
failure of the proposed Aviation Inemnity Corporation of AlasKa.

Thank you very much for your time o hear my opinions.
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P.0. BOX 790 NOME, ALASKA 99762 (907) 443-221

April 9, 1981

Senator Richard Eliason
Pouch V
Juneau, Alaska 99811

Re: Senate Bill 277
Aviation Insurance Co.

Dear Senator Eliason,

I would add ray support to Senate Bill 277 for it is truly
needed in the rural areas.

At this moment | have before me a bill for over $115,000, just
arrived from our Insurance Company. IT we were Sears or Coca

Cola this wouldn®t be so tough, but Munz is a small struggling
privately owned compan attempting to provide needed passenger
and mail service in a \ *ry remote, low traffic area.

We fly about 11,000 passengers a year. Simple math reduces
this to almost $11 for each passenger.

Reducing this cost means better, more economical service
for our travellers and | heartily endorse the effort.

Yours truly,

INC.

c:c: Frank Ferguson

FLY THE ARCTIC BEFORE IT'S PAVED
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P.O. Box 4340
Mt. Edgecumbe, AK 99835

March 27, 1981 Ttitpbon* (907) 966-2258

Dear Aviation Insurance Consumer:

Recent proposed legislation (SB 277) will allow an Aviation Indemnity Corporation
of Alaska to be formed. Reading the proposed act, it is clear that AICA will be
separate from the state government and will provide a vehicle through which all
Alaskans can benefit through reduced insurance premiums for aviation coverage.

At present, as you all know, the only real market for insurance is through London,
and that market 1is milking Alaskan dollars at an ever increasing rate. While it

is true that our accident rate is several times that of the lower 48, there 1is no
reason that we should have to pay premiums which are a hardship to us or our customers
when the primary benefit of these premiums is to enrich the iInsurance community.
Senate Bill 277 provides for premiums to be determined by the actual loss histories,
not by the profit incentive of how much will the market bear. Further, no Alaskan
insurance broker or agent need fear bting hurt by this legislation because the
insurance to be made available will De marketable through them, providing them with
reasonable profits. It shoulo be noted that there is no requirement that this
insurance must be purchased. If less expensive or more complete coverage is avail—
able, then it should be used.

AICA is to be a private corporation totally sepaiate from the state. Indeed, the

only association between the state and AICA will be that the Governor of Alaska will
appoint the board of directors, and the state will provide the seed money to get it
started- all of which is to ba repaid through future premiums. True, yearly reports
will have to be made, and the corporation will have to abide by the laws of the state,
but these requirements are neither more nor less restrictive than those imposed on
other corporations doing business within Alaska; however they are more stringent

than those 1imposed on foreign corporations.

Each of you who have been Involved in a loss situation know that the final settlement
o: that loss has been to the insurance company"s benefit. A salvagable aircraft has
been declared a total loss because it was insured for les". th.-.n the market value,

and an aircraft which for economic reasons should have been totalled has been declared
repairable, requiring many months delay. A local company sensitive and responsive

to local needs would be able to respond to the unique needs of the Alaskan aviation
community and prevent such excesses.

This legislation is needed to keep the cost of insurance at a reasonable level, and
your 1ir.put is necessary to make this proposed legislation into .law. Copies of Senate
Bill 277 can be obtained through your local Legislative Information Office, and
comments on it, both positive anJ negative, would be welcomed by any of the sponsors
or your Jlocal .Senator. If you are in favor of this proposal, please write and

ir_-forr. Senator Richard Eliason, Pouch V, Juneau, Alaska 99811. Without your help

ar.d ir.rut, this much-.ieeded assistance will never become available.

Very truly yours,

Wade R. Cochran
AIR Center Sitka



April 16, 1981

Senator Richard Eliason
Pouch V
Juneau, Alaska 99811

Dear Senator Eliason:

This letter 1is in regards to the proposed legislation (SB 277). \We
as an organization, consisting of approximately one hundred members,
do support SB 277.

As you probably are aware, aircraft insurance costs are spiraling
and we believe this is partially due to the monoply by Lloyds® of
London. We believe our Aviation Inderaity Corporation would be
benefical to not only the operator, but to the consumer.

Your help 1in pursueing this matter to an equitable end would be
greatly appreciated.

Sincerely yours,

Ken Bellows

S.E. Alaska Aviation Assn.
Box 1566

Sitka, Alaska 99835

FLY WITH US! 907« 747« 8636 - B ELLATIR _ BOX 371 = SITKA = ALASKA



P.D.&G. AIRCRAFT
Pro. Box 81063
College, Alaska 99708

April 12t 1981

Senator Richard Eliason
Pouch V
Juneau, Alaska 99811

Dear Senator Eliason:

I wish to comment on proposed legislation regarding the
formation of the Aviation Indemnity Corporation of Alaska.
I am a certified air carrier (certificate no. F—24—79)*

At this point something has* to be dor.e to provide some
alternative to the insurance situation which we carriers are
confronted, with. Rates of most of the carriers have been
driven far beyond the means of the everyday citizen, primarily
by the unreasonable rises in insurance cosv.s. This has
caused the public to not conduct business vrith certified
carriers, or to turn to uncertified, uninsured, (and illegal)
carriers. There is virtually no enforcement action taken
against those illegal operations, and | can understand that
enforcement and conviction are difficult. Part of the sol—
ution is for certified carriers to be able to provide service
to the public at an affordable and reasonable rate. Ue are
hard-pressed to do that under current conditions.

Another related problem we have is the various State
agencies acquiring their own aircraft... Some of the? justifi—
cation .l have heard expressed is that it is too expensive
for the agencies to charter-an aircraft, that they can do it
cheaper for themselves. I doubt that is true under even the
current economic conditions. There 1is no question it would
not be true if the State were required to provide at the same
cost the insurance which air carriers must provide. But for
a State agency to use such justification when the State is
so involved as a factor- in our high rates is farcial. ar
elaboration is needed as to how involved the State is 1in
causing those rates, | am sure some of the local Juneau oper—
ators would verbally assist me). Lower insurance rates would
once again make it unquestionably cheaper for us to do the
State"s flying than it would be. for the State to do its own.

Now, because of my views against the State®s involvement
in areas which should be left to private enterprise, it is
going fo seem hypocritical for me to advocate the establishment



page 2, Letter to Senator Eliason

of the Aviation Indemnity Corp. of Alaska. Despite the fact

that I have given it much thought, 1in some aspects it remains
hypocritical, but at this point I am willing to swallow a
bitter pill and say that | support, the establishment of the
AICA.

We must have an alternative to the .insurance situation
we are faced with. So long as the monies which the State
provides are paid back once the program is established, then
I believe that is a legitimate, and.in this case necessary,
use of the revenues which our- resources are producing for us.

Sincerely,

BILL LENTSCH.
Owner/Operator

ccn all Fairbanks®Senators and Representatives:



April 16, 1981

Senator Richard Eliason
Alaska State Senate
Pouch V

Juneau, AK 99811

Dear Senator Eliason:

Below, 1 have comments on Senate Bill 277. My first emphasis will be
referenced to the page number of the Senate bill. I will then define some
general concerns and comments voiced by myself and other businessmen in Sitka.
I am very much in support of this legislation, so any criticism | voice
hopefully 1is constructive.

Page 1 — Purpose — Many feel adequate insurance 1is available presently.
eshould emphasis be on "alternative and economical™ insurance? (later
"1l discuss the need to substantiate economical coverage).

Corporate Board of Directors - A directorship consisting of users of
the insurance program may be more effective than a "mixed bag".

Page 2 — Item E - The Board should be responsible for policy of the corporation,
not the Director of the Division of Insurance. Is this not a distinct
and separate entity from the State of Alaska?

Item F — I question the legality discussed here. Directly or indirectly,
the Board of Directors must be responsible for their conduct as
agents of the Corporation.

Page A - Powers and duties of the Corporation - My question: Is the corporation
actually getting into the whole gamut of 1% .urance -services (i.e.,
underwriting, sales, payoff, etc.? Or as a support vehicle to the
already established insurance market? Many read this legislation and
are not sure as to the scope of proposal.

Page 7 -d — There is a discussion of "available reasonable rates". What is
reasonable? I feel there isa strong need to have projected management
costs, premiums, etc., in order to evaluate what 1is proposed in thi”
bill with what is presently available.

Page 12 - Sale of Corporation - Many businessmen in Sitka have concerns of the
involvement of the State in financing, policy decisions, etc., of this
Corporation. Although intent is one thing, what will actually occur?

I feel, the corporation should be organized with private ownership at the
inception. It may become more complicated, but if the need is justified in
dollars and cents, then the major users should be willing to contribute capital
to the corporation (in the form of insurance premium deposits). Use of present
insurance markets with the corporation®s support as unoerwriter seems more
conducive to the insurance industry as a whole.



Senator Richs

There 1is an imminent need for either direct or indirect subsidy of this
industry. At present the principle means of travel in Alaska are marine, air,
or road (rail and auto). The aviation industry is the only one of the three
which does nor. receive subsidy from the State. This means of subsidy seems
very logical in that it is not a direct demand for funding ofaircraft
transportation but of financing a means of reducing costs.

I wonder if the need of an independent study and evaluation may be necessary
to eventually reach a viable solution to the insurance situation. This bill
needs organized support of the aircraft industry, insurance companies, and the
public.

I have a concern as to the effect of premium loss ratios and its effect
on the financial capacity of the Corporation. A year of major losses could
conceivably exceed the present $30,000,000.00 addressed in SB277.

Please contact me if you have any questions or comments, Senator Eliason,
as | am hopeful this proposal will become a reality.

Thank you.

Bradley®*L. Shaffer
P.0. Box 1636
Sitka, Alaska 99835
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 1, 1981
SUBJECT: Aviation indemnity insurance
(SB 277)
TO: Senator Richard 1. Eliason
FROM: Linr “H - AsPer

~ Legislative Counsel

You have asked for a description of the operation of the
provisions of SB 277, which would create an aviation indemnity
corporation to provide aircraft insurance in the state. The
perceived need for creating the corporation is that aircraft
insurance in the state is currently available only through

Lloyds of London at very high rates. It is thought that a
quasi-public corporation backed by the state might be able
to offer coverage at reasonable rates. This bill 1is patterned

after the Medical Indemnity Corporation of Alaska (MICA)
which was formed to deal with the unavailability of
insurance in the area of medical malpractice.

The corporation 1is established by state law, but Is
independent of and separate from the state (sec. 010). The
corporation operates through a Board of Directors selected

by the governor (sec. 020). The directors manage the

business of the corporation and must prepare a plan of
operations within 90 days of their first meeting (sec. 030).
The corporation has standard corporate powers in order to
operate, and can write aircraft insurance (sec. 040). The
operations of the corporation are supervised, to some extent,
by the director of the division of insurance (secs. 060 - 070).
The corporation may be terminated if the director determines
that the corporation can only prevent substantial underwriting
loss by charging excessive premiums (sec. 080).

The corporation must pay a tax on all premiums collected,
but is exempt from the tax for five years after it commences
operations (sec. 090). Rates may be set by the corporation



Senator Richard 1. JfcLason

Page 2 m
April 1, 1981
under guidelines set out in sec. 100. IT experience

indicates that claims and claims expenses exceed premiums,

an assessment may be levied against the insureds (sec. 110).
IT premiums exceed claims and claims expenses the corporation
may return money to the insureds by refunds (sac. 120).

Provision is made for sale of the corporation to a private
corporation upon such terms as may be required by the director
(sec. 140).

Financial support of the corporation is provided in Article 3

of the bill, which creates "™ loan fund in which the state
provides the corporation with loans not to exceed $30,000,000

to provide surplus to pay claims of policyholders. The 1loans

are to be paid back in annual installments of at least 25 percent
of the excess of premiums earned over claims and expenses,

at an interest rate of 7 percent (sec. 200).

Under Article 3, General Provisions, are found various
definitions, a description of which provisions of Title 21
apply to the corporation, and a provision exempting the
corporation fr'rn the open meeting requirement of AS 44.62.310.

LHA: 1jb



Insurance Heencv
April 6, 1981

The Honorable M. Ed Dankworth
Senator

State of Alaska, District J
Pouch V

Juneau, Alaska 99811

Re: Senate Bill 277

Dear Ed:

Your letter of April 1, 1981, plus memorandum prepared by
Linn H. Asper, Legislative Council, written to Senator

Richard 1. Eliason regarding Aviation Indemnity Insurance has
been received for which I thank you.

Ed, 1 am not an Aviation expert, but with a working knowledge of
same, a close relationship with Lloyds of London, as well as
having over forty years in the insurance business, | feel | can

speak for.our industry somewhat.

Insurance rates are based more on loss experience than on compe—
tition of insurance companies. Lloyds Underwriters basically

are comprised of what in our country are insurance companies, and,
I assure you, the syndicates these Underwrtiers represent are
competitive.

I feel you or pr-yone else reading the newspapers will agree that
not too many days go by without your reading of aircraft accidents,
and the value placed on planes and lives runs extremely high. You
state that Senator El"ason received numerous comments from people
in the Aviation Industry regarding high rates. I have heard of one
commant, that being from Sitka; however, the number 1is irrelevant
and immaterial. There are many classes of insuring needs where
Lloyds 1is the only outlet for coverage, and their rates are also
high. I am surprised a Senator, or Senators, would ever consider

A Division ol Bayly, Martin & Fay Inlarnational
803 Watt 5th Avanua + Pouch 7-502 + Anchorage, Alaska 99501 « uHicas In Anchorage « Konai * Seward * Kodiak
Telephone (907) 276-5454 | I Telex 25193



Senator M. Ed Dankworth
April o, 1981
Page Two

Re: Senate Bill 277

placing a bill before the Senate because he, or they, were told
the rates were high and only Lloyds was 1insuring.

Have you any 1idea of the stampede of dissatisfied people, asso—
ciations, industries, businesses that would request the State

of Alaska supply them with insurance coverage if the State even
considers providing coverage for one industry because of high cost
complaints by a few in that industry? S.B. 277, Aviation Indemnity
Insurance, follows and refers to Medical Indemnity Corporation of
Alaska. <« First of all, MICA was formed because at that time no
insurance was available for medical malpractice, not even Lloyds,
and doctors were threatening to leave Alaska. A few years ago,
preceeding MICA, 1 represented the State®"s insurance agents and
brokers on the Governor®s Malpractice Committee -nd, believe me, ,
we on this Committee worked our butts off for three month.?, plus

in an attempt to solve the problem of malpractice insurance with
MICA as the ultimate outcome, and it was not until after several
months of diligent, concentrated study that the final plea was
presented for either the Senate"s or House"s consideration. Yet,
because of one or more complaints, not because of lack of coverage
availability, but because of high cost created by high loss exper—
ience, a Senator presents a bill to the Senate with no prior

investigation for the cause of high rates. If the Alaska Insurance
Industry had been consulted, which it was not, 1°m sure S.B. 277
would never have reared its ugly head. The Insurance Division of

the Department of Commerce was consulted and presented a bill
Analysis to the Senate.

This Bill Analysis was presented, it appears, with very little
planning, investigation or common sense. Of the eleven factors

they presented favoring creation of the A_1.C.A., not one presents
any solid thinking or knowledge of what"s going on. In preparing
this analysis, 1 feel theji (the Insurance Division) could have at
least gathered statistics and ~ her concrete information from
specialists of Aviation Insurant within our State"s agents and/or
brokers who are daily underwriting, rating and handling other fac—
tors of this very specialized coverage. This criticism also applies
to their presentation opposing creation of A.I1.C.A.
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Senator M. Ed Dankworth
April 6, 1981
Page Three

Re: Senate Bill 277

Ed, I am not directly involved with those of. our industry who
are formulating a solid front opposing this bill. Our office
insures a heavy volume of Aviation Insurance.

Lois Clary, President of our Company, heads our Aviation Depart—
ment. I am not speaking of her as Mrs. Clary, but Lois 1is pro—
bably the most highly respected Aviation specialist in Alaska

and holds the same high respect on the Lloyds® floor in London.
She 1s meeting with and leading the brokers in their opposition,
and said opposition is based on knowledge and facts, not the
fumbling and guesswork given to the Senate in the pros and cons
presented by the Insurance Division. The possibility of the
Senate 3 even recognizing and considering a bill because a few
felt their insurance rates were too high is mind-boggling.

From where 1 sit, 1| would say every individual whoever purchased
insurance of any kind feels the premium is too high.

Ed, I1°ve discussed the 1idiocy of this bill with you and Arliss,
to whom I*m sending a copy of this presentation. I am not
otherwise involved other than in listening to Lois discuss the
progress being made.

I realize this presentation sounds strong and critical, but how

in H could we on the Malpractice Committee spend so many
working hours over three plus months being led by the Commissioner
of the Department of Commerce, Tony Motley, who was assisted by

a highly qualified technical consultant imported from Los Angeles
before a Bill was presented, when here is a Bill being presented
to the Senate asking for the formation of a Company and Thirty
Million Dollars to support same with nothing to back it upV The
Thirty Million Dollars could probably be used up in a few months
Just paying or defending claims.
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Senator M.
April

Page Four

Re:

Division of
prepared by Lois and other Brokers which will give more facts
from those who know.

Amen.
CHC :ines
cc: Senator

Ed Dankworth
6, 1981

Senate Bill 277

am enclosing copies of the Bill Analysis prepared by the
Insurance plus a copy of a Position Editorial

fivuiDE H. CLARY

"Chairman/CEC

BAYLY, MARTIN & FAY, INC. OF ALASKA
d/b/a Clary Insurance Agency

Arliss Sturgulewski
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JAY S. HAMMOND, GOVERNOR

DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT / POUCH D
'EFKE OF THECOMMISSIONER ' JUNEAU, ALASKA 99811
Phone: 465-2500

April 2, 1981

The Hnnnv~ble Bob Mulcahy

Chairman

Senate Labor and Commerce Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: SB 277
Thank you for your request for our position on SB 277.Wehave

taken a neutral position on this legislation. The bill is modeled
after AS 21.88 which was formed to resolve a market availability

crisis for medical professional liability insurance in 1976. SB 277
establishes a similar corporation (A. 1. C. A.) to write aviation
hull and liability insurance for risks in Alaska. More than 90% of

this market 1is written in nonadmitted, nonregulated markets such as
Lloyds of London.

We have prepared a list of factors favoring creation ofA.l. C. A.
and a list of factors not favoring creation of A. 1. C.A.These
are enclosed for your review.

In addition, the Division of Insurance has prepared a section by
section analysis and a chart of the aviation experience for 1970 to
1980 for insurers admitted to write insurance in this State. These
materials are also enclosed for your perusal. The chart of aviation
experience also lists the experience for nonadmitted insurers but
the data is not completely reliable since it does not come directly
from the insurer.

As 1 noted earlier, we do not take a position of the bill but we do
have an interest in assuring that the proposal is workable and can
be administered. This proposal does meet j;hose provisions.

Very truly yours,

Commissioner

CRW/tt3/7
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Factors opposing creation of A.1.C.A.

1. The principal argument in opposition is philosophical. This can be
viewed as placing the State in the insurance business thus in
competition with private industry.

2. There has been no documentation or substantiation that currently
available rate levels are excessive.

3. There has been no documentation or substantiation that current
marketing practices are inappropriate.

4. Viability of the program relies on the ability of A.1.C.A. to

purchase reinsurance at reasonable rates. This ability has not
been tested.

5. Two admitted markets are considering the provision of a market in
Alaska. These are U.S_.A_1.G. and A.0.A.

6. Formation of A.I1.C.A. may tend to become a monopolistic or exclusive
market. There may not be sufficient risks left to attract other
markets including Lloyds.

7. There are other market segments that might equally argue for
creation of similar corporations.



