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p a y  or cost a boncl o f  twice the e s t i m a t e d  tax. I n  a d d i t i o n ,  
o n e  or two b o n d s  o f  $ 1 0 , 0 0 0 . 0 0  w i l l  also h a v e  to b e  p o s t e d .

I n  c o n t r a s t ,  by c a t c h i n g  t h e  scaie n u m b e r  of f i s h  i n  t h e  s a m e  
p l a c e s  by the sa me m e t h o d s  but icing i n s t e a d  o f  f r e e z i n g ,  
t h e  t r o l l e r  e l i m i n a t e s  a h u g e  b e a u r o c r a t i c  m o r a s s ,  s aves  
b o n d i n g  f e e s  and s a v e s  on the l a n d i n g  tax. I n  r e t u r n  t h e  
t r o l l e r  g e t s  to l a n d  an i n f e r i o r  q u a l i t y  p r o d u c t  f o r  w h i c h  
h e  w i l l  get a l o w e r  p r i c e  t h a n  if h e  l a n d e d  a f r o z e n  p r o d u c t *

C o n s i d e r i n g  the r e c e n t  actions, of t h e  B o a r d  o f  F i s h e r i e s  a n d  
t he N P F h C  that h a v e  r e s u l t e d  i n  the r e d u c t i o n  o f  the t r o l l  
s e a s o n  by ^ 5  d a y s  i n  the p a s t  two y e a r s  the e c o n o m i c  i m p a c t  
6 ^  t h i s  t a x  r u l i n g  o n  the t r o l l e r s  thj-t h a v e  i n v e s t e d  in 
f r e e z i n g  e q u i p m e n t  is g o i n g  to be c o n s i d e r a b l e <>

In' 1976 a Hr. K i r k l a n d  of the /slaska D e p a r t m e n t  o f  R e v e n u e  
r u l e d  that t r o l l e r s  who  f r e e z e  their o w n  c a t c h  are n o t  
p r o c e s s o r s .  I n  1 9 7 9  this r u l i n g  was c h a n g e d  b u t  I w o n d e r  i f 
t h e  D e p a r t m e n t  u n d e r s t o o d  wriat is w a s  d o i’ig. I n  D e c e m b e r  o f  
1 9 8 0  t w o  t r o l l e r s  t a l k e d  to the p r e s e n t  h e a d  o f  t h e  D e p a r t­
m e n t  o f  R e v e n u e  a b o u t  this m a t t e r  a n d  h a d  to s pend t h e ' b e t t e r  
p a r t  o f  an hour  e x p l a i n i n g  to h i m  the d i f f e r e n c e  b e t w e e n  
t r o l l e r s  a n d  travelers 1

I w i s h  y o u  would g i v e  this m a t t e r  some s e r i o u s  t h o u g h t  a n d  
I h o p e  y o u  w o u l d  r e m i d y  t h i s  s i t u a t i o n  by s u b m i t t i n g  
l e g i s l a t i o n  to e x e m p t  sea f r e e z e  t r o l l e r s  f r o m  t h e  p r o c e s s o r  
c l a s s i f i c a t i o n .
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S T A T E  CTTICt BUILDING P O U C H  S A - J U N E A U  S 3 ! 11

S e p t e m b e r  26, 1 9 8 0

T o  Whom i t  May C o n c e r n :

Re: C a n c e l a t i o n  o f  A L A S K A  TAX R U L I N G  # 7 7 - 3
D a t e d  4 / 2 9 / 7 7 .  • .

D u r i n g  a r e c e n t  r e v i e w  of our o u t s t a n d i n g  R e v e n u e  Rulings , it 
w a s  d e t e r m i n e d  t h a t  R u l i n g  # 7 7 - 3  is in e r r o r  and s h o u l d  be 
c a n c e l e d  i m m e d i a t e l y .  It is v e r y  c l e a r  in t h e  s t a t u t e s  t h a t  any 
f r e e z i n g  o p e r a t i o n  is c o n s i d e r e d  p r o c e s s i n g  and the p e r s o n  
p e r f o r m i n g  that a c t  will d e f i n i t e l y  be c o n s i d e r e d  the p r o c e s s o r  
f o r  the p u r p o s e s  of the i m p o s i t i o n  o f  the tax. The s t a t e m e n t  in 
t h e  R u l i n g  that f r e e z i n g  w h i c h  is n e c e s s a r y  for the p r e s e r v a t i o n  
o f  the p r o d u c t  d o e s  n ot c o n s t i t u t e  p r o c e s s i n g ,  is c l e a r l y  in 
error. *

I f  you h a v e  any q u e s t i o n s  r e g a r d i n g  t h i s  ruling, p l e a s e  feel 
f r e e  to c o n t a c t  me. In the very near future, the D e p a r t m e n t  of 
R e v e n u e  w i l l  be h o l d i n g  h e a r i n g s  on r e g u l a t i o n s  d e a l i n g  w i t h  
s e v e r a l  a s p e c t s  o f  tue f i s h e r i e s  b u s i n e s s  tax, i n c l u d i n g  
d e f i n i n g  who is a p r o c e s s o r  and what c o n s t i t u t e s  p r o c e s s i n g .
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sure omci luim s / nvcn sn -  m m  ssm ALASKA TAX RULING #77-3SU B JE C T : D e f i n i t i o n  o f  F r e e z e r s h ip  un d er AS ^ 3 .7 5 *S P E C IF IC  IS S U E ;I s  a f i s h i n g  v e s s e l ,  e q u ip p e d  w ith  f r e e z in g  f a c i l i t i e s ,  w hich  f r e e z e s  i t s  c a t c h ,  p r o c e s s e s  ( f i l l e t i n g  and p a c k a g in g )  and s e l l s  i t s  c a t c h ,  s u b je c t  to  th e  s t a t u t e s  a p p l i c a b l e  t o  f r e e z e r s h ip s  and o th e r  f l o a t i n g  c o ld  s t o r a g e  f a c i l i t i e s ?  No f i s h  a r e  p u r c h a s e d . -APPLICABLE LAW: .A lr s k a  S t a t u t e  ^*3-75-060 s t a t e s  in  p a r t :  ••" S e c .  1 *3 .7 5 -0 6 0 . F i s h e r i e s  b u s in e s s  l i c e n s e s .  A person  e n g a g in g  or a tt e m p t in g  t o  en gage  in  any o f  t h e  . f o 11owing l i n e s  o f  b u s in e s s  in  c o n n e c tio n  w it h  th e  s t a t e ' s  com m ercial f i s h e r i e s  s h a l l  f i r s t  o b t a in  a l i c e n c e .

(2) F r e e z e r  s h ip s  and o th e r  f l o a t i n g  c o ld  s t o r a g e s  s h a l l  pay an ann ual l i c e n s e  t a x  e q u a l to  fo u r  per c e n t  o f  th e  v a lu e  o f  th e  raw h a l i b u t )  h a l i b u t  l i v e r s  and v i s c e r a ,  salm on and bottom  f i s h ,  s h e l l f i s h  o r  o t h e r  f i s h i n g  r e s o u r c e  b o u gh t o r  o b ta in e d  f o r  p r o c e s s in g  th ro u g h  f r e e z i n g ,  s a l t i n g  o r o t h e r  methodo r  th e  t a k in g  o f  c r a b  fo r  e x p o rt w ith o u t  such p r o c e s s in g . The v a lu e  o f  the raw m a t e r ia l  under §§ 60— 90 o f  t h i s  c h a p te r  is  the a c t u a l  p r i c e  p aid  f o r  i t  in c lu d in g  i r d i r e c t  c o n s id e r a t io n s  such as f u e l  or s u p p lie s  fu r n is h e d  by the p r o c e s s o r  o r  o f f s e t s  to  th e  cash v a lu e  fo r  g e a r  f u r n is h e d . The v a lu e  a p p lie s  t o  th e  raw m a t e r ia l  p ro cu re d  in company-owned o r  s u b s id 'z e d  b r a t s  o p e r a te d  by em plo yees o f  th e  p r o c e s s o r  or under le a s e  o r  o th e r  a r r a n g e m e n ts .(3) In (1) o f  t h i s  s e c t i o n ,  " s h o r e -b a s e d  c o ld  s t o r a g e s  and o th e r  f i s h  p r o c e s s o r s "  mean th o se  c o ld  s to r a g e s  and p r o c e s s in g  p la n t s  w hich  a re  p e rm a n e n tl' a t t a c h e d  t o  th e  lan d  or h a v e  rem ained in th e  same lo c a t io n  f o r  a p e r io d  o f  n o t le s s  than  one c a le n d a r  y e a r . Any c o ld  s t o r a g e  o r  p r o c e s s in g  p la n t  removed from  th e  s t a t e  i s  a f l o a t i n g  c o ld  s t o r a g e  under (2) o f  t h i s  s e c t i o n  frcm  th e  dayo f  re m o v a l.(A) C o ld  s t o r a g e s  and f i s h  p r o c e s s in g  p la n t s  w hich a r e  n o t s h o r e -b a s e d  un der (2) o f  t h i s  s e c t io n  a r e  " f l o a t i n g  c o ld  s t o r a g e s "  under (2) o f  t h i s  s e c t i o n .  *
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ALASKA TAX RULING ^ 7 7 ~ 3  ( P a g e  2)

DISCUSS ION:The f a c t  t h a t  a v e s s e l ,  r ig g e d  f o r  f i s h i n g ,  f r e e z e s  i t s  c a t c h  in s t e a d  o f  i c i n g  does n o t s u b j e c t  the v e s s e l  o r  i t s  o p e r a t o r s  and ow ners to  th e  s t a t u t e s  a p p l i c a b l e  t o  f r e e z e r s h ip s  b e c a u s e  th e  mere p r e s e r v a t io n  o f  th e  c a t c h  u n t i l  i t  £.an -ha p r o c Q C se d -d o e s  n ot c o n s t i t u t e  p r o c e s s in g .H ow ever, a n y  a c t i v i t y  t h a t  g o e s beyond th e  p r e s e r v a t io n  o f  th e  q u a l i t y  o f  the c a t c h  u n t i l  i t  can be p r o c e s s e d  b e g in s  to  e n t e r  in t o  the p r o c e s s in g  f u n c t i o n .In th e  s p e c i f i c  i s s u e ,  where t h e  f is h  a r e  f i l l e t e d  and p a c k a g e d , th e  p r o c e s s  d e f i n i t e l y  i s  beyond th e  mere p r e s e r v a t io n  o f  th e  c a tc h  and th e  a c t i v i t y  o f  f i l l e t i n g  and p a c k a g in g  w ould r e s u lt  in  a f i n i s h e d  p ro d u c t f o r  s a l e  and w o u ld , t h e r e f o r e ,  become t a x a b le  un der th e  f i s h  p r o c e s s in g  s t a t u t e s .P O S IT IO N :The p r o c e s s in g  f u n c t io n  beyond t h a t  n o rm a lly  a s s o c ia t e d  w ith  f i s h i n g ,  i s  a p r o c e s s in g  a c t i v i t y  under AS A3.75.060. Any p r o c e s s in g  done a b o a rd  a m o b ile  o r  f l o a t i n g  v e s s e l  i s  t a x a b le  under th e  p r o v is io n s  o f  th o s e  s t a t u t e s  a p p l ic a b le  t o  th e  k% ta x  un d er AS A 3.75.060(2) r e l a t i n g  t o  m o b ile p r o c e s s in g  f a c i l i t i e s .P re p a re d  b y :
l& L r L r u /t feE l o i  se  H err i ck y -  s . ? -  ?  ?

D a t e

*/■ j? y ?
D a te

C
r

/

(•



5 i

M E M O R A N D U S t a t e  o f # \ i a s k a

T0 J o h n  V a l e n t i n eD ep.artp.ent o f  F i s h  & Game K e t c h i k a n ,  A l a s k a
f r o m : R i c h a r d  K i r k l a n d

O f f i c e  O p e r a t i o n s  S u p e r v i s o r  

A u d i t  D i v i s i o n  

D e p a r t m e n t  c f  R e v e n u e

DATE: J a n u a r y  26, 1976 
FILE NO:^

TELEPHONE NO:

SUBJECT: T a x a b l e  s t a t u s  o f  f i s h i n g  
v e s s e l s  f r e e z i n g  f i s h

T he q u e s t i o n  a p p e a r s  to b e :  I s  a  f i s h i n g  v e s s e l  w h ich  c a r r i e s  f i e e z i n g  f a c ­i l i t i e s  a b o a r d  (and w h ic h  f r e e z e s  c a u g h t  f i s h )  s u b j e c t  to t a x  p r o v i s i o n s  a p p l y i n g  to  f r e e z e r  s h i p s ?  . . .  .
', IT he f a c t s -  p r e s e n t  a r c :  1) th e  v e s s e l s  i n  q u e s t i o n  a r e  o f  a s i z e  n o r m a l ly  a s s o c i a t e d  w i t h  sa lm on  f i s h i n g  i n  S o u t h e a s t  A la s k a  (A 0-60 f e e t ) ,  -2 )  th e  v e s s e l s  a r e  r i g g e d  f o r  .c o m m e r c i a l - f i s h i n g ;  c a r r y  p r o p e r  g e a r  l i c e n s e ,  and th e  s k i p p e r  h o l d s  a v a l i d ' L i m i t e d  E n t r y  P e r m i t ,  3) t h e  o n ly  p r o c e s s i n g  o f  th e  f i s h - i s  t h a t  e s s e n t i a l  to  p r e s e r v a t i o n  o f  q u a l i t y  ( g u t t i n g V ,  and 4) no b u y iu g  o f  f i s h  i s  d o n e , and a l l  f i s h  c a r r i e d  i n  s t o r a g e  ab oard  w ere c a u g h t  i n  f a c t  by t h e  v e s s e l  o p e r a t o r  and crew .On a v e s s e l  a s  d e s c r i b e d ,  th e  p rim a ry  p u rp o se  o f  th e  v e s s e l  i s  f i s h i n g ; a n d  th e  f a c t  t h a t  the  c a u g h t  f i s h  a re  s t o r e d  a b o a rd  i n  f r o z e n  c o n d i t i o n ,  r a t h e r  th a n  p a ck e d  i n  i c e ,  a p p e a r s  to be i n c i d e n t a l .

I .I n  t h e  c a s e  o f  a f r e e z e r s h l p  a d i f f e r e n t :  s e t  o f  c i r c u m s t a n c e s  p r e v a i l ,  and th e  p r im a r y  p u rp o se  o f  t h e  v e s s e l  i s  p r o c e s s i n g .T h e r e f o r e ,  i n  my o p i n i o n ,  the  f a c t  that: a f i s h i n g  v e s s e l  p r e s e r v e s  q u a l i t y  by f r e e z i n g ,  does n o t  c o n s t i t u t e  f r e e i c r s h i p  o v  f l o a t i n g  c o l d  s t o r a g e  o p e r ­a t i o n ,  and th e  v e s s e l s  d e s c r ib e d  i n  the fa ct :  summary above w ould not: be s u b ­j e c t  t o  t h e  t a x  l e v i e d  on f r e e z e r s h i p s .
R K / la ;ac c : Lou NielsonF r a n k .B l a c k w e l l  E l o i s Q ^ l e r r i c k  • i t 1 7 * ( J &  2 - ^■)
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Mr. P r e s i d e n t :

•The C o m m i t t e e  on L A B O R  &  C O M M E R C E  

f i s h e r i e s  b u s i n e s s  tax

F U R T H E R :  F i n a n c e

D a t e :  c ^ 3  P l f l d C H  1 * 1 3 1

ha s  h a d  S B  20 0

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  of t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  

r e p o r t s  it b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

( ] 

[— 1 

[ 1

( ) 

[ ] 

[ ]

do p a s s  [ ] do n o t  p a s s

do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS f o r  _____________________________________

a n d  r e c o m m e n d s   '

[ ] s a m e  t i t l e

[ ] n e w  t i t l e

\

A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ]

r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

r e f e r r e d  to t h e  ___________________ _

M E M B E R S  S I L N I N G  

DO P A S S

TiCZ-
/  ■ >, » y—

7

N e w  F i s c a l  N o t e

Commi t t e e

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :
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A M E N D M E N T

OFFERED IN THE SENATE: B y : S e n a t e  L a b o e  a n d  Comm e rce
L abor and C o m m e r c e  r r .,ftTr. . ... . 200

To: __________________ SENATE BILL No. __

HOUSE BILL No. _______

Pa g e : 3  11111’............  L i n e : 3 1

Sec 4 3 . 7 5 . 0 1 7  ........

(4) t h e  s a l m o n  are.'Isold .to 

u n d e r  A S  4 3 . 7 5

a  .fisheries .business -licensed . .
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(Alaska jitate jSIegtsIatnxt
Senate

Commuiee on £a6or & Commerce Pouch V State Capitol Juneau, Alaska 99811
M a r c h  23, 1 9 8 1

C O M M I T T E E  M E E T I N G  M I N U T E S

T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  at 3 : 0 9  P . M .  b y  C h a i r m a n  
M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  H o h m a n ,  Z i e g l e r ,

F a h r e n k a m p  a n d  R o d e y .

) ‘
F i r s t  o n  t h e  a g e n d a  w a s  SB 2 0 0  " A n  A c t  r e l a t i n g  t o  t h e  f i s h e r i e s  
b u s i n e s s  t a x  (AS ^ 3 . 7 5 * 0 1 5 ) ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

S e n a t o r  D i c k  E l i a s o n  a d d r e s s e d  S B  2 0 0 ,  e x p l a i n i n g  t h e  b a c k g r o u n d  

o f  t h e  f i s h e r i e s  b u s i n e s s  t a x ,  a n d  t h u t  t h e  t a x  is r e t r o a c t i v e  f o r  
t w o  y e a r s .  ( t a p e  r e a d i n g  0 1 0  to 2 7 2 )

Mr. G a r y  J e n k i n s , D i r e c t o r  o f  t h e  A u d i t  D i v i s i o n ,  D e p a r t m e n t  o f  

R e v e n u e  t e s t i f i e d  o n  t h e  p r o b l e m s  w i t h  a d m i n i s t r a t i n g  t h e  b i l l ;  
f i s h  b u y e r s  a r e  n o t  a l w a y s  i d e n t i f i a b l e .  S u g g e s t e d  l a r g u a g e -  
s a l m o n  m u s t  b e  s o l d  t o  a l i c e n s e d  p r o c e s s o r ;  e a s i e r  to a d m i n i s t e r ,  
( t a p e  r e a d i n g  2 7 5  t o  *158)

Mr. L e w i s  S c h n a p e r  r e p r e s e n t i n g  t h e  A l a s k a  T r o l l e r s  A s s o c i a t i o n  
t e s t i f i e d  I n  s u p p o r t  o f  S B  2 0 0 ,  s t a t i n g  t h a t  t h e  c l a s s  o f  f i s h e r ­
m e n  w h o  h a v e  m a d e  s u b s t a n t i a l  i n v e s t m e n t s ,  5 0  t o  75 t r o l l e r s  w i t h  
f r e e z i n g  c a p a c i t i e s  w o u l d  b e  i m p a c t e d ;  l e s s  e c o n o m i c a l  t o  f r e e z e  
b u t  t h e  q u t l l t y  s p e a k s  t o  t h e  n e e d .  T h e  C a n a d i a n s  r e c o g n i z e  t h e  
v a l u e  jf s e a  f r o z e n  s a l m o n ,  a n d  it i s  t h e  m o s t  e f f e c t i v e  u s e  o f  
a f i s h e r m a n s  f u e l .

S e n a t o r  Pat R o d e y  o f f e r e d  p r o p o s e d  l a n g u a g e ;  f r o z e n  s a l m o n  m u s t  
b e  t r a n s f e r r e d  to a l i c e n s e d  b u y e r .

C h a i r m a n  M u l c a h y  m o v e d  w e  a c c e p t  S e n a t o r  R o d e y s  a m e n d m e n t  a n d  

m o v e  S B  2 0 0  as a m e n d e d .  ( t a p e  r e a d i n g  570)

N e x t  o n  t h e  a g e n d a  w a s  S B  8 1  " A n  A c t  i n c r e a s i n g  t h e  n u m b e r  o f  

d i r e c t o r s  o f  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n . "

T h i s  t i l l  w a s  b r o u g h t  u p  f o r  d i s c u s s i o n ;  S e n a t o r  Z i e g l e r  q u e s ­
t i o n e d  t h e  n e e d  f o r  t h e  b i l l ,  S e n a t o r  M u l c a h y  o f f e r e d  b a c k g r o u n d  

o n  t h e  b i l l ,  a n d  It w a s  d e c i d e d  to h o l d  t h e  b i l l  f o r  l a t e r .

( t a p e  r e a d i n g  5 8 0  t o  6 3 0 )



p a g e  2

S e n a t e  L  & C m i n u t e s  

M a r c h  2 3 ,  1 9 8 1

Next o n  the a g e n d a  was S B  85 "An Act p e r m i t t i n g  a m i n o r  under 
the a g e  of 18 to be e m p l o y e d  in an o c c u p a t i o n  in which a strike
or locko ut is In pr ogress."

C h a i r m a n  M u l c a h y  o f f e r  b a c k g r o u n d  t e s t i m o n y ,  a n d  a d d r e s s e d  t h e  
c o n s t i t u t i o n a l i t y  o f  t h e  r i g h t s  u f  m i n o r s  t o  p i c k e t .  C h a i r m a n  
M u l c a h y  p r o p o s e d  w e  m o v e  t h e  b i l l  a n d  S e n a t o r  H o h m a n  r e c o m m e n d e d  

t h e  b i l l  m o v e  f r o m  C o m m i t t e e .  ( t a p e  r e a d i n g  63** t o  653)

N e x t  o n  t h e  a g e n d a  w a s  S B  2 8 2  " A n  A c t  r e l a t i n g  t o  t h e  l e g a l  r a t e  

o f  i n t e r e s t . "

Mr. F r e d  K o k e n , F i r s t  V i c e - P r e s i d e n t  o f  F o s t e r  a n d  M a r s h a l l  t e s ­

t i f i e d  o n  S B  2 8 2 ,  e l a b o r a t i n g  o n  t h e  p r o b l e m s  w i t h  S B  19 u s u r y  
r a t e s ,  a n d  h o w  t h e  b i l l  d i d  n o t  r e f l e c t  t h e  n e e d s  o f  h i s  i n d u s­
try. T h e  p o l i c y  o n  i n t e r e s t  a t  F o s t e r  & M a r s h a l l  Is d i c t a t e d  b y
c c m p e t i t i o  ' * d u s t r y .  ( t a p e  r e a d i n g  6 7 8  t o  830)

C o m m i t t e e  e o t j roruA *  S B  2 8 2  w-n. s " n n . - P ^ s "

N e x t  o n  t n e  a g e n d a  w a s  S B  1 7 2  " A n  A c t  r e l a t i n g  t o  U n i f o r  C o m m e r ­

c i a l  C o d e  f i l i n g s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

T h e r e  w a s  n o  t e s t i m o n y  a n d  it w a s  r e c o m m e n d e d  t h a t  w e  h o l d  t h e
b i l l  f o r  f u r t h e r  w o r k .  ( t a p e  r e a d i n g  6 6 0  t o  6 6 9 )

T h e  m e e t i n g  w a s  a d j o u r n e d  b y  C h a i r m a n  M u l c a h y  a t  3 : 5 0  P . M .
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M r .  T h o m a s  K. W i l l i a m s ,  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e  

P o u c h  S
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  C o m m i s s i o n e r  W i l l i a m s ,

I h a v e  r e c e i v e d  y o u r  l e t t e r  of M a r c h  17 c o n c e r n i n g  S e n a t e  

B i l l  2 0 0 ,  a m e n d i n g  t h e  F i s h e r i e s  B u s i n e s s  T a x  s t a t u t e s .  T h e  
g o a l  o f  S . B .  2 0 0  is t o  c l e a r  u p  t h e  p r o b l e m  o f  u n f a i r  t a x a ­
t i o n  t o  s a l m o n  f i s h e r m e n  w h o  f r e e z e  t h e i r  c a t c h  r a t h e r  t h a n  

i c i n g  i t  b e f o r e  t a k i n g  i t  i n  t o  s e l l .  M y  s t a f f  a n d  I w o r k e d  

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

a n d  e n f o r c e  a s  p o s s i b l e .  W e  r e - d r a f t e d  t h e  b i l l  a n u m b e r  c f  
t i m e s  a t  t h e  s u g g e s t i o n s  o f  y o u r  s t a f f  o u t  w e r e  u n a b l e  t o  
c o m e  u p  w i t h  a n y  s o l u t i o n s  b e t t e r  t h a n  t h e  a p p r o a c h  u s e d  in 

t h e  p r e s e n t  v e r s i o n  o f  S . B .  200.

I a p p r e c i a t e  y o u r  s u g g e s t i o n  o f  an a m e n d m e n t  t o  h e l p  s o l v e  
w h a t  y o u  s e e  a s  a c o m p l i a n c e  p r o b l e m .  A l t h o u g h  I w i s h  y o u r  

d e p a r t m e n t  h a d  c o m e  u p  w i t h  t h e  i d e a  b a c k  w h e n  w e  a s k e d  f o r  
i n p u t ,  I d o n ' t  s e e  a p r o b l e m  w i t h  t h e  e x t r a  r e q u i r e m e n t  y o u  
s u g g e s t ,  a n d  f e e l  t h a t  i t  c o u l d  e a s i l y  b e  a d d e d  t o  t h e  b i l l  

i n  c o m m i t t e e .

M y  c o n c e r n  is o v e r  y o u r  c o m m e n t  t h a t  t h i s  b i l l  a m o u n t s  to 
w r i t i n g  a n  e x e m p t i o n  i n t o  t a x  l a w  w h i c h  p r o v i d e s  a b e n e f i t  

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

t h e  R e v e n u e  D e p a r t m e n t .

P l e a s e  l o o k  o v e r  t h e  a t t a c h e d  d o c u m e n t s .  T h e  f i r s t  is  b y  
Mr. R i c h a r d  K i r k l a n d ,  A u d i t  D i v i s i o n ,  d a t e d  J a n u a r y  26,
1 9 7 6 .  I n  t h a t  l e t t e r  h e  s t a t e s  t h a t  " t h e  f a c t  t h a t  a f i s h­

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

w o u l d  n o t  L e  s u b j e c t  t o  t h e  t a x  l e v i e d  o n  f r e e z e r s h i p s ."
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T h e  n e x t  d o c u m e n t  is A l a s k a  T a x  R u l i n g  # 7 7 - 3  w h i c h  s t a t e s  

t h a t ,  " T h e  f a c t  t h a t  a v e s s e l ,  r i g g e d  f o r  f i s h i n g ,  f r e e z e s  
i t s  c a t c h  i n s t e a d  o f  i c i n g  d o e s  n o t  s u b j e c t  t h e  v e s s e l  o r  
i t s  o p e r a t o r s  a n d  o w n e r s  t o  t h e  s t a t u t e s  a p p l i c a b l e  t o  

f r e e z e r s h i p s  b e c a u s e  t h e  m e r e  p r e s e r v a t i o n  o f  a c a + o h  u n t i l  

i t  c a n  b e  p r o c e s s e d  d o e s  n o t  c o n s t i t u t e  p r o c e s s i n g . "  T h i s  
i s  s i g n e d  b y  G a r y  J e n k i n s .

T h e  t h i r d  d o c u m e n t  is t h e  " C a n c e l l a t i o n  o f  A l a s k a  T a x  R u l i n g  
# 7 7 - 3 "  b y  G a r y  J e n k i n s .  T h i s  w a s  d a t e d  S e p t e m b e r  26, 1 9 8 0 ,  
a f t e r  t h e  e n d  o f  t h e  1 9 8 0  s a l m o n  s e a s o n .  T h i s  d o c u m e n t  

d e c l a r e s  t h a t  t h e  R e v e n u e  D e p a r t m e n t ' s  i n t e r p r e t a t i o n  o f  t h e  
s t a t u t e s  ( r e g a r d i n g  b o a t s  f r e e z i n g  t h e i r  c a t c h )  h a s  b e e n  in 

e r r o r  f o r  t h e  l a s t  s e v e r a l  y e a r s .  In o t h e r  w o r d s ,  a n y o n e  

w h o  h a d  o r  w a s  c o n s i d e r i n g  i n s t a l l i n g  f r e e z i n g  c a p a c i t y  o n  
t h e i r  b o a t  o v e r  t h e  l a s t  f e w  y e a r s  a n d  h a d  c o n t a c t e d  R e v e n u e  
t o  f i n d  o u t  w h a t  t a x e s  t h e y  w o u l d  be l i a b l e  for, w o u l d  h a v e  
b e e n  t o l d  t h e y  w o u l d  n o t  h a v e  t o  p a y  t h e  p r o c e s s o r ' s  tax.

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

I t  w o u l d  s e e m  t h a t  a c i t i z e n  is e n t i t l e d  t o  d e p e n d  u p o n  a n  

o p i n i o n  (in f a c t ,  a r u l i n g ) f r o m  o f f i c i a l s  o f  a s t a t e  d e p a r t ­

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

a f t e r  p e o p l e  f i s h e d  f o r  t w o  s e a s o n s  w i t h  t h e  u n d e r s t a n d i n g  
t h a t  t h e y  w e r e  n o t  b e i n g  c h a r g e d  a ta x ,  t h e  R e v e n u e  D e p a r t ­
m e n t  r e v e r s e d  i t s  i n t e r p r e t a t i o n  of t h e  t a x  l a w  a n d  r a t h e r  

t h a n  c h a r g i n g  t h e  t a x  f r o m  the d a t e  o f  t h e  n e w  i n t e r p r e t a t i o n  
s e n t  n o t i c e s  t o  f i s h e r m e n  s a y i n g  t h e y  o w e d  b a c k  t a x e s  f o r  
t w o  s e a s o n s .

I s t r o n g l y  o b j e c t  to t h i s  t a c t i c .  T h e  c h a n g e  i n  i n t e r p r e t a t i o n  
w a s  R e v e n u e ' s  m i s t a k e  a n d  f i s h e r m e n  w h o  a c t e d  in g o o d  f a i t h  

o n  t h e  D e p a r t m e n t ' s  r u l i n g  s h o u l d  c e r t a i n l y  n o t  b w e  t o  pa y .

I t  is u n f a i r  f o r  a f i s h e r m a n  i n v e s t i n g  in freezii.g e q u i p m e n t  
t o  b e l i e v e  he i s  n o t  l i a b l e  for a t a x  a n d  l a t e r  b e  h i t  w i t h  

a n  u n e x p e c t e d  5% t a x  r i g h t  o f f  h i s  g r o s s  i n c o m e .  K n o w l e d g e  
o f  t h i s  f a c t o r  w o u l d  c e r t a i n l y  p l a y  a p a r t  i n  t h e  i n i t i a l  
d e c i s i o n  a b o u t  w h e t h e r  t o  a d d  t h e  f r e e z i n g  c a p a b i l i t i e s .

I w o u l d  l i k e  t o  k n o w  h o w  m a n y  f i s h e r m e n  w e r e  s e n t  t h e s e  

r e t r o a c t i v e  t a x  b i l l s  a n d  h o w  m a n y  h a v e  p a i d  it. It s e e m s  

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

R e v e n u e  D e p a r t m e n t .  P l e a s e  let m e  k n o w  y o u r  f e e l i n g s  o n  

this.
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P a g e  3

I t  i s  a p p a r e n t  t h a t  i f  t h e  R e v e n u e  D e p a r t m e n t ,  i t s e l f  f i n d s  

t h e  s t a t u t e s  v a g u e  e n o u g h  i n  t h e i r  d e f i n i t i o n  o f  " p r o c e s s o r "  

to c o m p l e t e l y  r e v e r s e  i t s  o w n  i n t e r p r e t a t i o n ,  t h e n  t h e  
s t a t u t e  i s  i n d e e d  u n c l e a r  a n d  n e e d s  s o m e  f i n e  t u n i n g .  I d o  
h o p e  t h a t  S . B .  2 0 0  c a n  h e l p  t o  c l a r i f y  t h e  law, m a k e  i t  f a i r  

t o  f i s h e r m e n  w h o  a r e  f r e e z i n g  t h e i r  o w n  c a t c h  b u t  c l e a r l y  
n o t  i n  t h e  p r o c e s s i n g  b u s i n e s s ,  a n d  w i l l  h e l p  a v o i d  i n ­

c o n s i s t e n c i e s  i n  i n t e r p r e t a t i o n s  f r o m  y e a r  t o  y e a r  w h i c h  
r e s u l t  i n  s o m e  e x p e n s i v e  s u r p r i s e s .

P l e a s e  l e t  m e  k n o w  r i g h t  a w a y  i f  m y  u n d e r s t a n d i n g  o f  t h i s  

w h o l e  s i t u a t i o n  i s  c o r r e c t  a n d  w h a t  t h o u g h t s  y o i  h a v e  o n  

t h e  m a t t e r .  A s  S . B .  2 0 0  i s  a l r e a d y  s c h e d u l e d  f o r  i t s  f i r s t  
c o m m i t t e e  h e a r i n g  o n  M o n d a y ,  M a r c h  23, i t  is i m p o r t a n t  t h a t  

w e  g e t  s o m e  a n s w e r s  a n d  g e t  to w o r k  o n  f i n d i n g  a p p r o p r i a t e  
s o l u t i o n s  t o  t h e s e  p r o b l e m s .

S i n c e r e l y  y o u r s

S t a t e  S e n a t o r  

D i s t r i c t  B

E n c l o s u r e s

cc: G a r y  J e n k i n s ,  D i r e c t o r
D i v i s i o n  o f  A u d i t

D E : s p
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Re t r o a c t i v e  tax e x c l u s i o n  under SB 200 
(Work Order N u m b e r  12-1263)

Senate L a b o r  and Commerce C o m m i t t e e  
Attn: M i c h a e l  Thill
A d m i n i s t r a t i v e  Assistan t

L i n n  H. Asper 
L e g i s l a t i v e  Counsel

You h a v e  asked if there w o u l d  be any legal d i f f i c u l t y  i n  
m a k i n g  the tax e x c l u s i o n  containe d in Sec. 2 of SB 200 
re t r o a c t i v e  for the prior two years. It is m y  o p i n i o n  t h a t  
there is a substantial d i f f i c u l t y  w i t h  r e t i o a c t i v e  a p p l i­
cation of the SB 200 tax exclusion. It is the s a m e  d i f­
fic u l t y  that was raised w h e n  the legisl a t u r e  w a s  c o n s i d e r i n g  
m a k i n g  refunds o£ state income taxes c o l l ected b e f o r e  1979.
I a ssume that a r e f u n d  of fisheries b u s iness t a x  is c o n t e m­
pla t e d  for the e x c l u d e d  fishermen; o t h e r wise t h e r e  w o u l d  b e  
no p u r p o s e  in m a k i n g  the e x c l u s i o n  retroactive. H o w e v e r ,  a 
r e f u n d  of taxes a l r e a d y  collected b y  the state is l i k e l y  to 
be h e l d  to be an d e d i c a t i o n  of p ublic funds to a p r i v a t e  
purpose, in v i o l a t i o n  of A r ticle IX, s e c t i o n  6 o f  the s t a t e  
constitution.

T h e  p r o b l e m  has b e e n  a d d r e s s e d  b y  several co- •'V.s i n  o t h e r  
j u r i s d i c t i o n s  w h e r e  retro a c t i v e  repeals of t laws 
a c c o m p a n i e d  b y  refunds of the taxes vali dly c o l l e c t e d  h a v e  
b e e n  attempted. The W a s h i n g t o n  Supreme Court, a p p l y i n g  the 
W a s h i n g t o n  cons t i t u t i o n a l  provi s i o n s  w h i c h  p r o h i b i t  m a k i n g  
gift of p u b l i c  m o n e y  or credit (Article 8, s e c t i o n s  5 a n d  
7), s t a t e d  its h o l d i n g  succinctly:

We are h o l d i n g  only that, w h e r e  a tax o r d i n a n c e  has 
b e e n  p r e v i o u s l y  v a l i d l y  enacted, it c a nnot b e  r e p e a l e d  
retroactively, and the tax m o n e y  h e r e t o f o r e  c o l l e c t e d  
v a l i d l y  cannot  be r e f u n d e d  s i mply  on the b a s i s  of the
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r e t r o a c t i v e  repeal. City of Y a k i m a  v. H u z a , 4 0 7  P . 2d 
814, 820 (Wash. 1965); see also, Utz v. N e w p o r t ,  252 S . W . 2 d  
434 (Ky. 1952).

The court did n o t e  that the ’’sit u a t i o n  m i j h t  w e l l  b e  t r e a t e d  
d i f f e r e n t l y  if . . . some d uty e x i s t e d  on the p a r t  o f  the 
city to r e f u n d  p a r t  of the taxes." 407 P . 2d at 820.

The W i s c o n s i n  Supreme Court, c o n s t r u i n g  W i s c o n s i n ' s  c o n s t i­
tutional r e q u i r e m e n t  that p u b l i c  funds be spent o n l y  for a 
p u b l i c  purpose, r e a c h e d  the same c o n c l u s i o n  —  that a r e f u n d  
of v a l i d l y  c o l l e c t e d  taxes w o u l d  be a n  a p p r o p r i a t i o n  of p u b l i c  
monies to p r i v a t e  ends and, thus, c o n s t i t u t i o n a l l y  i m p e r m i s s i b l e  
u nless t here e xists  a moral o b l i g a t i o n  to s u p p o r t  t h e  r e f u n d .  
State v. G i e s s e l , 64 N . W . 2 d  421 (Wis. 1954). T h e  c o u r t  n o t e d  
the f o l l o w i n g  cases w h i c h  f o u n d  r e f u n d s  of t axes to b e  p e r m i s­
sible :

Will of H e i n e m a n n , 230 N.W. 698 ( W i s . 1930) (refu nd o f  
I n h e r i t a n c e  tax v o l u n t a r i l y  p a i d  unde r a s t a t u t e  i m p o s i n g  
the tax w h i c h  was later d e c l a r e d  u n c o n s t i t u t i o n a l  a n d  
void by the U nite d States Suprem e Court); S t a t e  ex rel. 
Adams v. C r a w f o r d, 121 A. 800 (Conn. 1923) (refund of a 
p o r t i o n  of liquor license fees c o v e r i n g  that p o r t i o n  o f  
the l i c e n s e  p e r i o d  w h e n  the licensee* w e r e  p r o h i b i t e d  
f r o m  s e l l i n g  i n t o x i c a t i n g  liquors under their l i c e n s e s  
b e c a u s e  of the enact ment of W o r l d  War I f e d e r a l  p r o­
h i b i t i o n  law); R a l eigh C o unty Bank v. S i m s , 73 S . E . 2 d  
526 (W. Va. 195T) (/efund of b u s i n e s s  and o c c u p a t i o n  
taxes paid p u r s u a n t  to a tax s t atute later d e c l a r e d  to 
be u n c o n s t i t u t i o n a l  and void, w h e n  such c l a i m  for 
r e f u n d  was a l ready b a r r e d  b y  the statute of l i m i t a t i o n s ) .

In the s i t u a t i o n  p r e s e n t e d  in SB 200 the re seems to be no 
c o m p e l l i n g  mora l duty to r e f u n d  the taxes.

T h e r e  are C a l i f o r n i a  cases w h i c h  i n d i c a t e  that a r e f u n d  of 
taxes b e f o r e  those taxes h a v e  b e c o m e  due is p e r m i s s i b l e .
The C a l i f o r n i a  Supreme Court in In re Skinker's  Estate,
303 P . 2d 745 (Calif. 1956) stated!

"Tine L e g i s l a t u r e  cannot b y  a s u b s e q u e n t  act i n c r e a s e  o r  
d e c r e a s e  the rate, remit the tax, or in any w a y  s u r r e n d e r ,  
impair or limit ri ghts that h a v e  b e c o m e  fixed. (In r e  
Es t a t e  of S t a n f o r d , 126 Cal. 112, 118 et s e q ., 54 P.
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259, 58 P. 462, 45 L.R.A. 788; In re E s t a t e  of R o s s i ,  
169 Cal. 148, 149, 146 P. 430.)

" Whire a tax has b e c o m e  due, a s u b s e q u e n t  act of the  
L e g i s l a t u r e  r e d ucing the tax b y  r e a s o n  of the c h a n g e  in 
t h e  e x e m p t i o n s , tax r a t e s , or for that m a t t e r  i n  a n y  
way, is h e l d  to b e  a gift of state m onies and is p r o ­
h i b i t e d  b y  A r t i c l e  IV, s e c t i o n  31, of the C a l i f o r n i a  
C o n s titut ion.

" R e t r o a c t i v e  e f fect of s u c h  l e g i s l a t i o n  is t h e r e f o r e  
p r o h i b i t e d . "  (Footnotes omitted)

In the civ [ cases it is i m p o r t a n t  to d e t e r m i n e  the t i m e  
w h e n  the rights r e l a t i n g  to the taxes b ecome fixed. W i t h  
r e g a r d  to the fisheries b u s i n e s s  tax it is c l e a r  that t h e  
taxes are due at the time the fi sh are p r o c e s s e d  (AS 43.-  
75.015). This me ans that the taxes c o l l e c t e d  o r  due u n d e r  
AS 43.75 in prio r years h a v e  b e e n  c o m m i t t e d  to the s t a t e  and 
m a y  not be refunded.

It is m y  c o n c l u s i o n  that m a k i n g  the e x c l u s i o n  s t a t e d  i n  
SB 200 r e t r o a c t i v e  would not p ermit the r efun d of t a x e s  p a i d  
b y  e x c l u d e d  p e rsons and w o u l d  t h e r e f o r e  be a m e a n i n g l e s s  
g e s t u r e .

L H A r l j b
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I n t r o d u c e d :  2/23/81R e f e r r e d :  Labo r & Commerceand F in a n ce
IN THE SENATE BY ELIASONSENATE BILL NO. 200 IN THE LEGISLATURE OF THE STATE OF ALASKA TWELFTH LEGISLATURE FIRST SSION A BILLFor an Act e n t i t l e d :  "An A ct  r e l a t i n g  to  th e  f i s h e r i e s  b u s in e s s  t a x  (AS 4 3 .-7 5 .0 1 5 ) ;  and p r o v id i n g  f o r  an e f f e c t i v e  d a t e . "BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. AS 4 3 .7 5 .0 1 5 ( c )  i s  amended to  r e a d :
( c )  A person e n g a g in g  or a t t e m p t in g  to  engage i n  a f i s h e r i e sb u s in e s s  who f i r s t  a c t u a l l y  and p h y s i c a l l y  p r o c e s s e s  the f i s h e r y  r e -sou r c e_I_o r_a j3 e r£ o n _j7 h o _£ i^ Jia se £ _fro z j2 n _j3 ja lm o n __fro n ^ ja jQ e r£ o n _^  by AS 4 3 .7 5 .0 1 /  from l i a b i l i t y  f o r  the t a x ,  i s  l i a b l e  f o r  and s h a l l  payto  the departm ent the  e n t i r e  t a x  imposed by t h i s  s e c t i o n .  In d e te rm in ­in g  t h i s  t a x  l i a b i l i t y ,  the  person  may n ot dedu ct from the  v a lu e  o f  the f i s h e r y  r e s o u r c e s  p r o c e s s e d  the v a lu e  o f  f i s h e r y  r e s o u r c e s  t h a t  are  canned or p r o c e sse d  f o r  or.hev f i s h e r i e s  b u s i n e s s e s ,  but s h a l l  i n c l u c  t h a t  v a lu e  as p a r t  o f  th e  v a lu e  o f  the  f i s h e r y  r e s c a r c e s  p r o c e s s e d .,v S e c .  2 .  AS 4 3 .7 5  i s  amended by a d d in g  a new s e c t i o n  to  r e a d :S e c .  4 3 .7 5 .0 1 7 .  EXCLUSION FROM FISHERIES BUSINESS TAX. (a) Ape rso n  i s  n ot p r o c e s s in g  a f i s h e r i e s  r e s o u r c e  under AS 4 3 .7 5 .0 1 5  when salmon are  fr o z e n  aboard a f i s h i n g  v e s s e l  i f(1) the  v e s s e l  i s  o p e r a te d  as a com m ercial f i s h i n g  v e s s e lunder a v a l i d  com m ercial f i s h i n g  l i c e n s e ;(2) the  salmon a r e  not p r o c e sse d  beyond h e a d in g ,  g u t t i n g  or c l e a n i n g ,  f r e e z i n g  and g l a z i n g ;  and(3) th e  salm on which a re  f r o z e n  were ca u g h t  by th e  ' . a s s e l .*  S e c .  3. T h is  Act ta k e s  e f f e c t  im m e d ia te ly  in  a c c o r d a n c e  w ith  AS 0 1 . 1 0 . -

0 7 0 (c ). (̂ M j  t j i f  .\biWv- O ' 1 f r vt cl  0̂ .1! k
f )  ■ f  - 1 -  SB 200 0
y jjX h [y iu u  ^
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§ 43.70.080 R e v e n u e  a n d  T  • . a t i o n § 43.75.010
E d ito r 's  note. —  The repealed section SLA  1976, and subsection (b) was repealed 

derived from § 9 . ch. 43, SLA 1949. by 5 5, ch. 144, SLA  l iF B .
Subsection (a) was repealed by § 4 , ch. 94,S e c . 43.70.080. D isp osal o f  m oney. A ll money collected by the department under this chapter shall be deposited in the general fund. (§ 11 ch 43 S L A  1949; am § 4 ch 155 S I A  1962; am § 74 ch 69 S L A  1970; am § 4 ch 144 S L A  1978)

E ffe c t  o f  am endm en t —  The 1978 
amendment deleted the former second sen­
tence. which read "The Department o f 
Revenue 6hall refund to each organized

borough and each c'ty o f uny class 60 per 
cent o f the money collected in the local 
government."

S e c . 43.70.100. P e n a l provision s. Repealed by § 46 ch 113 S L A  1980.
C ro ss  re fe rence , — For present 

provisions concerning crim inal penalties, 
see AS 43.05.290.

E d ito r's  n o te . —  The repealed section 
derived from 5 10, ch. 43 , SLA 1949.

Chapter 75. Fisheries Taxes.
Article
1. Taxes and Licenses (§§ 43 .75 .010 — 43.75 .055) 
4. General Provisions (55 43 .75 ,130 — 43.75 .140)

E d ito r ’s n o te . — As to legislative 
findings .md purpose relating to AS 43,75 
see 55 1 and 2, ch. 79, SLA 1979 in the

1979 Temporary and Special Acts and 
Resolutions nnd editor's note follow ing AS 
43.75.011.

A rticle  1. T axes a n d  Licen ses.
Section

10. (Repealed)
11. Fisheries business license 
15. Fisheries business tux

Section
30. Filing retu rn  and payment o f tax 
50. (Repealed]
55. Security for collod ion o f taxes,Sec. 43.75.010. F ish eries business licenses, pealed by § 13 ch 79 S L A  1979.

C ro ss  re fe rence . — For present 
provisions covering the subject mutter of 
tl: repealed section, seo AS 43.75.011.

E d ito r ’s n o te . — Tho ropenlcd soction 
derived from 5 l .c h . 8 2 ,SLA 1949; § l,ch . 
113, SLA 1951; 5 1, ch. 146, SLA  1962; 
55 1. 2, ch. 84 . SLA 1967.

S ta te  license  tax on  su lm on
cannerie s  w ith  its revenue sharing  
p ro v is io n  is n o t d iffe ro u t in k in d  from

gene ra l g ro ss rece ip ts tax o f  A laska 
Business L icense  A cL — See Libernti v, 
B risto l Buy Borough, Sup. Ct. Op. No. 
1755 (F ile No. 3365), 584 P.2d 1115 ( 1978).

T h e re  is n o  g ene ra l p roh ib ition  
aga in st lik e  m un ic ip a l and state  taxes. 
Liberati v. B risto l Buy Borough, Sup. Ct. 
Op. No. 1755 (F ile  No. 3305). 584 P.2d 
1115 0  978).
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§ 43.75.011 A l a s k a  S t a t u t e s  S u p p l e m e n t § 43.75.030 § 43.75.050S e c . 43.75.011. F ish e rie s business license . A  person engaging or attempting to engage in a fisheries business shall first apply for and obtain a license as provided in A S  43.75.020. (§ 3 ch 79 SL A  1979)
*

Ed ito r's  note . —  Section 1, ch. 79, SLA 
1979, provides: "F IND INGS . The
legislature finds that the state has 

"(1) funded and implemented several 
fisheries-related development programs;

"(2 ) funded and implemented fishery 
loan programs;

"(3 ) increased its fishery protection and 
management program ;

"(4) funded and implemented a limited 
entry- program ; and 

"(5) embarked on a program of 
encouraging the development o f a bottom 
fiBhing industry.”

Section 2, ch. 79, SLA 1979. provides: 
"PURPOSE . The purposes o f this Act are 
to

"(1) insure that the state is ab le to 
continue its efforts toward overa ll 
usheries-reiated development programs 
by raising additional revenue to pay for 
the programs;

"(2) make the imposition o f the fisheries 
tax more uniform  among fisheries 
businesses; and

"(3 ) provide funding fo r the 
development o f new fishe ries ”

Se c. 43.75.015. F ish e rie s bus: .ess ta x . (a) 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 a t 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) of this section, a person engaged in a fishery business which includes processing a developing commer­cial 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 busi­ness 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 o f the fishery resources processed. (§ 3 ch 79 SL A  1979)S e c. 43.75.030. F ilin g  return  and paym ent o f  tax . (a) A person subject to the tax shall file a return stating the value of fisheries

t

t

resources procc this chapter, ai by regulation, signed by the t jury. I f  a receh ness, he shall 1 such a return s the person o f ' («) Every pe which a licenst statements un which the com (am §§ 5, 6 ch
Effect o f aim

amendment s 
resources" for ” ra 
th« firs t semence 
"AS 43.75.010 — 
"this chapter" » 
subsection In) i 
deleted "such”S e c . 43.75.' Repealed bj ch 113 SLA 1

C ro ss  re fc rc  
provisions concci 
AS 43.05.220. 
concerning crim 
43.05.290.

E d ito r ’s note 
derived from § 4, 
17. SLA  1968; 5 
§ 4, ch. 94, SLA 
1976; § 7, ch. 7SS e c . 43.75 for a license i under oath t produce durii extent of liei against whic respect to de department f to three tim probably be 1 license until upproved by
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§ 61.10.065 A l a s k a  S t a t u t e s § 01.10.070firm, 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 § 2 ch G6 S L A  1965.(12) "signature”  or "subscription”  includes mark when the per­son cannot write, with his name written near the mark by a wit­ness who writes his own name near the person’s nam e; but a signa­ture 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 Slnlo of Alaska unless applied to the different parts of the United States and in the latter case it in­cludes the D istrict of Columbia and the territories;(14) "w ritin g”  includes printing. (§ 4 eh 62 S L A  1962: cm § 2 ch 66 S L A  1965; am § 10 ch 117 S L A  1968)
Cross re fe rences. —  F o r add itiona l Quoted in M atanuska-Susitna I.'or- 

defin ition o f "peace olTicer," see AS ough v .  K in g ’s Lake Camp, Sup. C t.
11.30.100. F o r  fu r th e r definition o f  Op. No. -172 (F i le  N o. 8 6 7 ), 439 P.2d
"p e rson ,"  see A S 16.66.260. F o r  nddi- 441 (1 9 0 8 ) ; S t ro l l v . S ta te  Housing
tionn l defin itions, see AS 15.G0.010. A u tho rity , 7 A lns. L .J . No. 9, p. 047

E ffec t o f amendments. —  The 1906 (S ep t., 1 9 0 9 ); S trnh  v. A la ska  Sta te
amendment repealed parag raph (1 1 ) , H ousing A u th o rity , Sup . C t. Op. No.

The 1908 nmendment substituted 490 (F i le  No. 0 2 4 ) , 459 P .2d 480
"stn tc  tro o p e rs "  fo r  "stn te  po lice" in (1 0 0 9 ) .
p a rag raph  ( 0 ) .See. 01.10.065. Certified mail. When the use of registered mail is authorized or required l>y the laws of the slate, certified mail, with return receipt requested, may he used. (§ 1 ch 66 S L A  1965)Article 3. Effect of Statutes.
Section Section
70. T im e sta tu tes take effect 90. lie trospcc tivo  statu tes
HO. Com putation  o f  timu 100. E ffec t o f  repea ls o r  amendmentsSec. 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 G e n e r a l  P r o v is io n s § 01.10.u80law 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 allow­ing 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 speci­fied. (§ 5 ch 62 S L A  1962; am § 8 ch 126 S L A  1966)
E ffec l o f am endm ent.— The 1966 

nmendment rew rote this section.Sec. 01.10.080. Computation of tim e. 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 holi­day, and then it is also excluded. (§ 6 ch 62 S L A  1962)
This section was taken fru in  the 

law s o f O regon. Mahan v. Spa rks , 10 
A laska 292 (1 9 4 2 ) ; Lowe v. lions, 10
A la ska  171 (1 9 4 1 ) .

I t  m ere ly  states the common-Inw 
ru le . Lowe v. Hess, 10 A la ska  174 
(1 9 4 1 ) .

Th is s ta tu to ry  computation Is de­
c la ra to ry  o f the common-lnw ru le  in 
AlnBkn. T u rnbu ll v. Donko'vski, 274 
F . Supp. 733 (D . A las. U»G7).

A ln ska ’s com putation-of-tim e s ta t ­
ute m ere ly  expresses th*1 common 
law . T u rnbu ll v. Ilonkow sk i, 419 F .2d 
104 (0 th  C lr . 1060 ).

Common law .— At common law  it 
was estab lished i f  the last day on 
which an act wns to he perfo rm ed 
fe ll on a Sundny, then that Sunday 
was excluded am) the time was ex ­
tended to  the fo llow ing  day Wade v. 
Dw ork in , Sup. C l. Op. No 600 (F i le  
No 0 0 3 ), 407 P .ih l 687 (1 9 0 6 ) .

The common-lnw ru le  Is Hint when 
the period o f into w ithin which an 
act Is to ho pe rfo rm ed  exceeds ono 
week, an In tervening Sunday la In ­
cluded In the computation. W ade v. 
Dw ork in , Sup. Ct. Op. No. 300 (F i lo  
No. 0 0 3 ) , 407 P.2d 687 (1 0 0 6 ) .

L eg is la tive  In tent.— The leg is la tu re , 
by v lrtu o  o f Its enactment o f this 
section, m anifested Its intent to r- . 
elude Sundays In the : im pu ta tio n  o f 
time on ly  when Sundny o i l s  on the 
lant day o f a period In question. Wndo 
v Dw ork in , Sup. C t. Gp. No. 80(1 
(F i le  No. 0 0 3 ), 407 P.Hd 687 t '0 0 5 )

Exception In common law na to 
com putation o f porsen ’s ngc.—There

counted, not from  lie day o f b irth , 
but from  i>o preceding day when 
lim ita tion  Is figured. T tirn lm l! v. 
llo n kow sk i, 274 F . Supp. 733 (D . 
A las. 1907 ).

The com putn tion -o f-tlm o htntutc Is 
exp ressive o f on ly  the genera l com- 
inon-lnw  ru le nnd docs not presume 
to  ab roga te  the w ell-estab lished ex­
ception there to  gove rn ing  the compu­
ta tion  o f  a pe rson ’s age. I t  fo llow s 
tha t the sta tu te  has no app lication in 
ca lcu la ting  a person ’ s ngc. Tu rnbu ll 
v. Dankov, ski, 419 F .2d 104 (9 th  C ir. 
1909 ).

The supreme cou rl is enjoined by 
the le g is la tu re  to observe the p rov i­
sions o f  AS 01.10 .020 , in reso lv ing  
any Issue re la tin g  to thin section 
and its app licab ility  to the flvo-dny 
iccount p rov is ion  o f AS 16.20.430. 
Wnde v. Dw ork in , Sup Ct. Op. No. 
30(1 (F i le  No. (103), 407 P.2d 687 
(1006).

Computing lim ita tion  under AS 
16 20 .4 ’ 0 .— in  computing the five-dny 
period i ’  lim ita tion  prescribed by 
AS 16 .2 0 ..) () , an tn lurvnnlng Sunday 
is to bo included Wnde v Dworkin , 
Sup. C t. Op. No. 300 (F i lo  No. 0 0 3 ), 
407 P.2d 687 (1 0 0 5 ) .

Com putation o f the lim ita tions pe­
riod provided by AS 09.10.070 subso- 
qucnt to  tho rem ova l o f tlia d isab ility  
o f m ino rity  In to be made by exc lud­
ing tlio  firs t dny and including th& 
lust. T u rnbu ll v. llonkow sk i, 274 F . 
Supp. 733 (D . A lns. 10 07 ).

F ilin g  nppcnl.— Under this section, 
the day on which the judgm ent is en ­
tered should bo excluded In comput-
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S U B J E C T :

TO:

FRO M :

A p p r o p r i a t i o n  b a s s d  o n  r a c e  d i s t i n c t i o n  

( S B * 210)

S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

B i l l y  G. B e r r i e r  /C&ug 
D i r e c t o r

D i v i s i o n  o f  Lej. . S e r v i c e s

Y o u  h a v e  a s k e d  w h e t h e r  a n  a p p r o p r i a t i o n  b a s e d  o n  r a c e  

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

c o n s t i t u t i o n .

A n y  l e g i s l a t i o n  b a s e d  o n  r a c e  d i s t i n c t i o n  is i n  a s u s p e c t  
c a t e g o r y  a n d  m a y  b e  s u b j e c t  to s t r i c t  s c r u t i n y  b y  t h e  c o u r t s .  

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

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

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

l e g i s l a t i o n .

T h e r e  a r e  v e r y  m a n y  c a s e s  d e a l i n g  w i t h  a s p e c t s  o f  t h i s  p r o b l e m .  
A n  a n a l y s i s  o f  t h e s e  w o u l d  s e r v e  l i t t l e  p u r p o s e  'n t h i s  o p i n i o n  

s i n c e  t h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  h a s  r e c e n t l y  s p o k e n  i n  
t h i s  a r e a  i n  t h e  c a s e  o f  F u l l i l o y e  v. K l u z n i c k , 65 L . E d . 2 d  
9 0 2  ( 4 8  L . W .  4 9 7 9 )  ( 1 9 8 0 ) T  I n  t h i s  c a s e  t h e r e  w a s  a t o t a l  
o f  f i v e  o p i n i o n s .  T h e  r e a s o n i n g  in t h r e e  of t h e  o p i n i o n s ,  

w i t h  a t o t a l  o f  s i x  j u s t i c e s ,  f o u n d  t h e  c l a s s i f i c a t i o n  
c o n s t i t u t i o n a l  w h i l e  t h e  r e a s o n i n g  o f  t w o  o p i n i o n s ,  w i t h  

t h r e e  j u s t i c e s ,  f o u n d  t h e  c l a s s i f i c a t i o n  u n c o n s t i t u t i o n a l .  
T o g e t h e r  t h e s e  o p i n i o n s  r e f l e c t  t h e  d i f f e r e n t  a p p r o a c h e s  to 

t h e  c a s e .

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

d i f f e r e n t  v i e w s  as t o  w h a t  c i r c u m s t a n c e s  j u s t i f y  a r a c i a l  
c l a s s i f i c a t i o n .  A l l  a g r e e  t h a t  t h e  l e g i s l a t i o n  m u s t  b e  a n  

a t t e m p t  t o  r e m e d y  p a s t  d i s c r i m i n a t o r y  p r a c t i c e s .

T h e  i s s u e  i n  t h a t  c a s e  w a s  w h e t h e r  t h e  m i n o r i t y  b u s i n e s s e s  
s e t - a s i d e  o f  t h e  P u b l i c  W o r k s  E m p l o y m e n t  A c t  o f  1 9 7 7  w a s  
c o n s t i t u t i o n a l .  T h e  p ^ t - a s i d e  r e q u i r e m e n t  t h a t  t e n  p e r c e n t  

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

d e f i n i n g  m i n o r i t y  g r o u p  m e m b e r s  as " c i t i z e n s  o f  t h e  U n i t e d  

S t a t e s  w h o  a r e  N e g r o e s ,  S p a n i s h - s p e a k i n g ,  O r i e n t a l s ,  I n d i a n s ,  
E s k i m o s  a n d  A l e u t s ."

O f  t h o s e  j u s t i c e s  f i n d i n g  t h e  s e t - a s i d e  c o n s t i t u t i o n a l ,
J u s t i c e  P o w e l l  t o o k  t h e  s t r i c t e s t  v i e w .  H e  s t a t e d :

" I n  t h e  h i s t o r y  o f  t h i s  C o u r t  a n d  t h i s  c o u n t r y ,  f e w  
q u e s t i o n s  h a v e  b e e n  m o r e  d i v i s i v e  t h a n  t h o s e  a r i s i n g  

f r o m  g o v e r n m e n t a l  a c t i o n  t a k e n  o n  t h e  b a s i s  o f  r a c e .  

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

t r a g i c  l e g a c y  o f  g o v e r n m e n t - s a n c t i o n e d  d i s c r i m i n a t i o n .

S e e  P l e s s y  v. F e r g u s o n ,  1 6 3  U . S .  5 3 7  ( 1 8 9 6 ) ;  D r e d  S c o t t  v. 
S a n f o r d , 19 H o w .  3 9 3  (60 U . S . )  ( 1 8 5 7 ) .  A t  l e a s t  s i n c e  
t h e  d e c i s i o n  i n  B r o w n  v. B o a r d  o f  E d u c a t i o n , 3 4 7  U . S .

4 8 3  ( 1 9 5 4 ) ,  t h e  C o u r t  h a s  b e e n  r e s o l u t e  i n  i t s  d e d i c a t i o n  
to t h e  p r i n c i p l e  t h a t  t h e  C o n s t i t u t i o n  e n v i s i o n s  a N a t i o n  

w h e r e  r a c e  is i r r e l e v a n t .  T h e  t ~ m e  c a n n o t  c o m e  t o o  

s o o n  w h e n  n o  g o v e r n m e n t a l  d e c i s i o n  w i l l  b e  b a s e d  u p o n  
i m m u t a b l e  c h a r a c t e r i s t i c s  o f  p i g m e n t a t i o n  o r  o r i g i n .
B u t  i n  o u r  q u e s t  to a c h i e v e  a s o c i e t y  f r e e  f r o m  r a c i a l  

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

" D i s t i n g u i s h i n g  t h e  r i g h t s  o f  a l l  c i t i z e n s  to b e  f r e e  
f r o m  r a c i a l  c l a s s i f i c a t i o n s  f r o m  the r i g h t s  o f  s o m e  
c i t i z e n s  t o  b e  m a d e  w h o l e  is a p e r p l e x i n g ,  b u t  n e c e s s a r y ,  
j u d i c i a l  t a s k .  W h e n  w e  f i r s t  c o n f r o n t e d  s u c h  a n  i s s u e  

i n  B a k k e , I c o n c l u d e d  t h a t  t h e  R e g e n t s  o f  t h e  U n i v e r s i t y  
o f  C a l i f o r n i a  w e r e  n o t  c o m p e t e n t  to m a k e ,  a n d  h a d  n o t  
m a d e ,  f i n d i n g s  s u f f i c i e n t  t o  u p h o l d  t h e  u s e  o f  t h e  r a c e ­
c o n s c i o u s  r e m e d y  t h e y  a d o p t e d .  As m y  o p i n i o n  m a d e  c l e a r ,
I b e l i e v e  t h a t  t h e  u s e  o f  r a c i a l  c l a s s i f i c a t i o n s ,  w h i c h  
a r e  f u n d a m e n t a l l y  at o d d s  w i t h  t h e  i d e a l s  o f  a d e m o c r a t i c
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s o c i e t y  implicit in the Due Process and E q u a l  
P r o t e c t i o n  Clauses, cannot be i m pos ed s i m p l y  to serve 
t r a n s i e n t  social or p o l i t i c a l  goals, h o w e v e r  w o r t h y  
they m a y  be."

He stated that the essential e l e ments to c o n s i d e r  were:

(1) the efficacy of a l t e r n a t i v e  remedies;

(2) the p l anned d u r a t i o n  of the remedy;

(3) the relatio nship b e t w e e n  the p e r c e n t a g e  of w o r k e r s
to be e m p l oyed and the p e r c e n t a g e  of m i n o r i t y  g r o u p  
m e m b e r s  in the relevant p o p u l a t i o n  or w o r k  force; a nd

(4) the avail a b i l i t y  of w a i v e r  p r o v i s i o n s  if the 
h i r i n g  plan could not be met.

He added "a r a c e - conscious r e m e d y  s h o u l d  not be a p p r o v e d  
w i t h o u t  consid e r a t i o n  of an a d d i t i o n a l  crucial f a c t o r  —  the 
effect  of the set-aside on i n n o c e n t  third p a r t i e s . "

T r a i n i n g  ana p l a n ning employ m e n t  is one of the least 
i n t r u s i v e  remedies available and the p r o g r a m  is l i m i t e d  in 
duration. Since it does not set aside jobs, the r a t i o  
p r o v i s i o n s  and the a v a i l a b i l i t y  o f  w a i v e r  p r o v i s i o n s  w o u l d  
not be a factor. The effect on i n n oc ent third p a r t i e s  of 
e x c l u s i o n  from job training is c l e a r l y  less than the e f f e c t  
of a contract percentage  a p p r o v e d  in F u l l i l o v e .

In my o p i n i o n  an a p p r o p r i a t i o n  for the p u r p o s e  of a c o m p r e­
hen s i v e  South east Alaska N ativ e t r a i n i n g  p r o g r a m  w o u l d  be 
f^und c onst i t u t i o n a l  under any a n a l y s i s  in F u l l i l o v e , w h i c h  
found the m i n o r i t y  business s e t - a s i d e  c o n s t i t u t i o n a l .

B G B : l j b



Title An Act making an appropriation to the Department 

of Labor for a contract with the Central Council 

Tlingit and Haida Indian Tribes of Alaska for a 

c xnprehensive Southeast Alaska Native training 
and employment plan; E.D.

Bill No. Senate B i l l  210 D a t e  March 2, 1981

Contact: Glenn Lundell 

465-2700

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 
■inion should p. obably be requested.

POSITION P A P E R / D e p a r tm e n t of Labor



Official Business

Alaska
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late ^legislature
Senate

Committee on £a5or & Commerce Pouch V State Capitol Juneau, Alaska 99811
S U M M A R Y  S B  21 0 :

$ 2 5 3 , 0 0 0  is a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  f u n d  t o  t h e  D e p a r t m e n t  o f  

L a b o r  f o r  a c o n t r a c t  w i t h  t h e  C e n t r a l  C o u n c i l  T l i n g i t  a n d  H a i d a  I n d i a n  

T r i b e s  o f  A l a s k a  f o r  a c o m p r e h e n s i v e  S E  A l a s k a  N a t i v e  T r a i n i n g  a n d  

e m p l o y m e n t  p l a n .  T a k e s  e f f e c t  i m m e d i a t e l y .



(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 § 2 ch GG S L A  1965.(12) "signature” or "subscription”  includes mark when the per­son cannot write, with his name written near the mark by a wit­ness who writes his own name nepr the person's nam e; but a signa­ture 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 o f the United Ltates and in the latter case it in­cludes the District of Columbia and the territories;(14) "w ritin g" includes printing. (§ 4 cii 62 S L A  1962; am § 2 ch 66 S L A  1965; am § 10 ch 117 S L A  19GS)
Cross re fe rences. —  F o r add itional Quoted in M atanuska-Susitnu B o r- 

definition o f  “ pence o llic e r,"  see AS ough v. K in g ’s Lake  Camp, Sup. Ct.
11.30.100. F o r  fu r th e r  definition o f Op. No. 172 (F i le  N o. 8 5 7 ) , 439 P.2d
"person ," see AS 15.55.250. F o r nddi- 441 (1 9 0 8 ) ; S troh  v. S ta te  H ousing
tiona l defin itions, sec AS 15.00.010. A u tho rity , 7 A lns. L .J . N o. 9, p. 647

Cffect o f amendments. —  The 1905 (S ep t., 1 9 0 9 ); S troh  v. A la sk a  S ta te
amendment repealed parag raph \1 1 ) . Housing A u th o rity , Sup. C t. Op. No.

Tho 1908 amendment substitu ted 490 (F i le  No. 9 2 4 ) , 459 P.2d 480
"state t ro op e rs"  f o r  "sta te  po lice" in (19G 9).
pa rag raph (0 ) .Sec. 01.10.065. Certified ntnil. When the use of registered mail i*j authorized or required by the laws of the state, certified mail, with return receipt requested, may be used. (§ 1 ch 66 S L A  1965)Article 3. Effect o f Statutes.
Section Section
70. T ime at., ntes take effect 90. Retrospective statu;**?
80. Compute ..on o f  time 100. E lfc c t o f repea ls o r  amendmentsSec. 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 k'y the governor or the day on which he gives w rit.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 speci­fied. (§ 5 ch 62 S L A  1962; am § 8 ch 126 S L A  1966)
Effect o f  amendment.— The 1966 

amendment rew rote  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 holi­day. and then it is also excluded.
This section wne taken from  the 

law s o f O regon. Mahan v. S p s rk s , 10 
A la ska  292 (1 9 4 2 ) ; Lowe v. Hess, 10 
A laska  174 (1 9 4 1 ) .

It  m ere ly  states the common-law 
ru le . Lowe v. Hess, 10 A laska  174 
(1 9 4 1 ) .

Th is s ta tu to ry  computation i3 de­
c la ra to ry  o f the common-law  ru le  in 
A laska . T u rnbu ll v. Bonkow ski, 274 
F . Supp. 733 (D . A las . 19 67 ).

A la sk a ’ s com putntion-o f-tim c stn t- 
ite m ere ly  expresses the common 
law . T u rnbu ll v. Bonkow ski, 419 F .2d 
104 (9 th  C ir. 1 969 ).

Common law .— A t common 'aw it 
was estab lished i f  the last d ly on 
which an act was to be pcrf m ned 
fe ll on a Sundny, then that S induy 
was excluded and the time wus e - 
tended to the fr''ow ing  day Wade v. 
Dw ork in , Sup. C l. Op. No. 306 (F i le  
No 6 0 3 ), 407 P.2d G87 (1 9 0 5 ) .

Tho common-law  ru le la that when 
the period o f time w ithin which an 
act is to be perfo rm ed exceeds one 
week, an in tervening Sunday is in ­
cluded in tho computation. Wade v. 
Dw ork in , Sup. Ct. Op. No. 306 ( F ilo  
No. COS), 407 P.2d 637 (1 9 5 5 ) .

Leg is la tive  in tent.— The leg is la tu re , 
by v irtuo o f its enuctment o f this 
section, m anifested its intent to ox- 
cludc Sundays la  the computation o f 
time on ly when Sundny fa lls  on tho 
last dny o f n period in question. Wade 
v Dw ork in , Sup. Ct. Op. No. 300 
(F i le  No. 0 0 3 ), 407 P.2d 687 (1 0 0 5 )

Exception in common law aa to 
com putation o f person ’s age .—There 
existr. a well-recognized exception in 
the common law  as to the computa­
tion o f a person ’r  age. Th is exception, 
b rie fly  stated , is that n y ea r must be

(§ 6 ch 62 S L A  1962)
counted, not from  the day o f  b irth , 
but from  the preceding day when 
lim ita tion  is figured . T u rnbu ll v. 
Bonkowski, 274 F . Supp. 733 tD . 
A las . 1967 ).

The com putation -o f-tin ie  statu te  is 
expressive o f on ly  the genera l coin- 
mon-lnw ru le  and does not presume 
to abrogate the w ell-estab lished ex­
ception there to  gove rn ing  the compu­
tation o f u person's age. I t  fo llow s 
that the statu te has no app lication in 
ca lcu la ting  a person's age. Tu rnbu ll 
v. Bonkow ski, 419 F .2d 104 (9 th  C ir. 
1909 ).

The supreme court is enjoined by 
the leg is la tu re  to observe the provi-
sions o f AS 01.10 .020 , in reso lv ing  
any issue re la tin g  to this section 
and its app licab ility  to tho five-day 
iccount provision o f AS 16.20.430. 
Wade v. Dw ork in , Sup Ct. Op. No. 
300 (F i le  No. 0 0 3 ) , 407 P.2d 587 
( 19G6).

Computing lim ita tion  under AS 
15.20.430.— In computing the five-day 
period o f lim ita tion  prescribed by 
AS .6 .20 .430, an in tervening Sunday 
is to bo included. Wade v Dworkin , 
Sup. Ct. Op. No. 300 (F i le  No. 0 0 3 ), 
407 P .2d 687 (1 9 0 5 ) .

Com putation o f the lim i'n tion s pe­
riod provided by AS 09 .i0 .07 0  subse­
quent to Die rem ova l o f  Die d isab ility  
o f m ino rity  is to be made by exclud­
ing the firs t day and including Dio 
last. T u rnbu ll v. Bonkowski, 274 F , 
Supp, 733 ( I ) .  A lus. 1907 ).

F iling  uppcnl.— Under th is section, 
tlie day on which tho judgm en t is en­
tered should be excluded in com put­
ing tho time w ith in which an app lica­
tion fo r  an appeal must la* filed. Ma­
han v. Spa rks , 10 A la ska  292 (1 9 1 2 ) .
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Official Business

( A l a s k a late legislature
Senate

Committee on CiSor & Commerce Pouch V State Capitol Juneau, Alaska 99811
S U M M A R Y  S B  22 4 ;  b y  S t u r g u l e w s k i

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

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

r e n t  o r  d a m a g e s  (AS 3 4 . 0 3 . 1 2 0 ) .

A c c r u e d  r e n t  a n d  d a m a g e s  m u s t  b e  i t e m i z e d  b y  t h e  l a n d l o r d  i n  a 

w r i t t e n  n o t i c e  a n d  d e l i v e r e d  w i t h  t h e  a m o u n t  d u e  t o  t h e  t e n a n t  n o  

l a t e r  t h a n  30 d a y s  a f t e r  t h e  f o l l o w i n g :  ✓

1. T e r m i n a t i o n  o f  t h e  t e n a n c y

2. D e l i v e r y  o f  p o s s e s i o n  o f  t h e  t e n a n t

3. N o t i c e  t o  t h e  l a n d l o r d  o f  a n  a d d r e s s  t o  w h i c h  n o t i c e s  t o  t h e  

t e n a n t  m a y  b e  s e n t .

" D A M A G E S "  d o  n o t  i n c l u d e  w e a r  r e s u l t i n g  f r o m  o r d i n a r y  u s e  o f  

t h e  p r e m i s e s .



J U N E A U  T E N A N T S  C O A L I T I O N  

419 6 T H  ST. # 2 3 2  
J U N E A U ,  A K  9 9 8 0 1

M a r c h  1 3 ,  1 9 8 1  

M i c h a e l  T h i l l

O f f i c e  o f  S e n .  B o b  M u l c a h y  
P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  T h i l l :

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  c o m m e n t  o n  S B  224.

I w o u l d  l i k e  t o  h a v e  t h e  1 4 - d a y  l i m i t  r e t a i n e d .  W i t h  d a m a g e  

d e p o s i t s  o f  $ 1 5 0  to $ 5 0 0  n o t  u n c o m m o n ,  t h e r e  s h o u l d  b e  a s  

s h o r t  a  d e l a y  a s  p o s s i b l e  w h e n  r e t u r n i n g  d e p o s i t s .  T h e  

1 4 - d a y  l i m i t  m a y ,  o n  r a r e  o c c a s i o n s ,  b e  d i f f i c u l t  t o  c o m p l y  

w i t h .  C o m p a r e  t h i s  w i t h  the t e n a n t ' s  h a r d s h i p  o f  n o t  h a v i n g  

a c c e s s  t o  t h i s  m o n e y .  A d d e d  t o  m o v i n g  e x p e n s e s  t h e  t e n a n t  

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

M a n y  t e n a n t s  l i v e  o n  f i x e d ,  l o w ,  o r  m o d e r a t e  i n c o m e s  a n d  m a y  

h a v e  t o  " d o  w i t h o u t "  n e c e s s i t i e s  d u r i n g  t h e  m o v i n g  p e r i o d .

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

w i l l  b e  a t r u e  h a r d s h i p  t o  t e n a n t s .  S B  2 2 4 ,  as n o w  w o r d e d ,  

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

o r  a b s e n t e e  l a n d l o r d s  o n l y  o n  r a r e  o c c a s i o n s .

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

t h e  s t a t u t o r y  s e c t i o n  e x i s t s ,  w e  h a v e  n o  o p i n i o n  a s  t o  o t h e r  

p r o p o s e d  c h a n g e s  in t h e  b i l l .

S i n c e r e l y ,

J U N E A U  T E N A N T S J C O A L J T I O N

R o b e r t  J / " S y l v e s t e r , P r e s i d e n t



STATE
of ALASKA

TO: p DATE:

S e n a t o r  B o b  M u l c a h y  

P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

FILE NO:
M a r c h  18, 1 9 8 1  .

TELEPHONE NO:

f r o m: W i l s o n  L. C o n d o n
A t t o r n e y  G e n e r a l

SUBJECT: S B  224, L a n d l o r d / T e n a n t  

A m e n d m e n t

By: R o b e r t  A. E v a n s ,  A s s i s t a n t  A t t o r n e y  G e n e r a l
C o n s u m e r  P r o t e c t i o n  S e c t i o n  
1 0 4 9  W. 5 t h  A v e n u e ,  S u i t e  1 0 1  
A n c h o r a g e ,  A K  9 9 5 0 1

Y o u  a s k e d  t h e  C o n s u m e r  P r o t e c t i o n  S e c t i o n  t o  c o m m e n t  o n  S B  224, 
a n d  t h i s  m e m o  r e s p o n d s  t o  y o u r  r e q u e s t .

I t  i s  in t h e  b e s t  i n t e r e s t s  o f  b o t h  l a n d l o r d  a n d  t e n a n t  t o  

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

T h e  i n t e r e s t  o f  t h e  l a n d l o r d  i s  s e r v e d  b y  a  p r o m p t  i n v e n t o r y  

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

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

T h e  i n t e r e s t  o f  t h e  t e n a n t s  is s e r v e d  b y  q u i c k  r e s o l u t i o n  o f  
a n y  p r o b l e m s  a n d  t i m e l y  r e t u r n  o f  t h e i r  s e c u r i t y  u e p o s i t .  T h e  
m o v i n g  t e n a n t s  m u s t  u s u a l l y  s e e k  h o u s i n g  e l s e w h e r e  a n d  m o s t  

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

I n  fact, t h e  d u a l  d e p o s i t  s i t u a t i o n  w i l l  w o r k  t c  t h e  d e t r i m e n t  
o f  s o m e  l a n d l o r d s .  W h e n  a l o w e r  i n c o m e  t e n a n t  i s  l o o k i n g  
f o r  a n e w  a p a r t m e n t ,  h e / s h e  w i l l  p r o b a b l y  h a v e  t o  r e q u e s t  
t h a t  t h e  n e w  l a n d l o r d  b e  e i t h e r  w h o l l y  o r  p a r t i a l l y  u n s e c u r e  

a s  f a r  as t h e  .security d e p o s i t  g o e s .  . A s  a n y  l a n d l o r d  k n o w s ,  
o n c e  a t e n a n t  i s  i n  p l a c e  w i t h o u t  h a v i n g  p a i d  a  s e c u r i t y  

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

T h e  c o n d i t i o n i n g  o f  t h e  l a n d l o r d ' s  r e t u r n  o f  t h e  s e c u r i t y  

d e p o s i t  o r  n o t i c e , u p o n  t h e  t e n a n t s  b e i n g  r e q u i r e d  t o  g i v e  n o t i c e  
" t o  t h e  l a n d l o r d  o f  a n  a d d r e s s  t o  w h i c h  n o t i c e s  t o  t h e  
t e n a n t  m a y  b e  s e n t "  s e e m s  ui w i s e  f o r  t h e  f o l l o w i n g  r e a s o n s :

1. T h e  t e n a n t  i s  r e q u i r e d  to c o m e  u p  w i t h  t w o  d e p o s i t s ,  

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

m a n y  p e o p l e .
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2. T h e  l a n g u a g e  o f  t h e  a m e n d m e n t  m a k e s  t h e  g i v i n g  
n o t i c e  o f  a f o r w a r d i n g  a d d r e s s  m a n d a t o r y  o n  t h e  t e n a n t  a n d  

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

t h e  a m e n d m e n t  s t a t e s  t h a t  t h e  t e n a n t  m u s t  g i v e  n o t i c e  t o  t h e  

l a n d l o r d  o f  a f o r w a r d i n g  a d d r e s s .  T h e  l a n d l o r d  o n  che o t h e r  

h a n d  m a y  s e n d  n o t i c e s .  T h e  e f f e c t  o f  t h i s  m a n d a t o r y  r e q u i r e m e n t  

i s  to d e n y  t h e  t e n a n t  h i s  s e c u r i t y  d e p o s i t  i f  he f a i l s  t o  

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

o r  r e t u r n  t h e  s e c u r i t y  d e p o s i t ,  t h e  p e r m i s s i v e  w o r d  " m a y "  i n  

t h e  a m e n d m e n t  r e l i e v e s  t h e  l a n d l o r d  o f  a n y  l e g a l  o b l i g a t i o n  
a n d  d e n i e s  t h e  t e n a n t  o f  a n y  l e g a l  r i g h t .

I t  m a y  b e  u s e f u l  t o  h a v e  t h e  t e n a n t  g i v e  a n  a d d r e s s  t o  w h i c h  
n o t i c e s  c a n  b e  s e n t ,  b u t  t h e  r e q u i r e m e n t  o f  f o r w a r d i n g  

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

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

d a m a g e s .  A  t e n a n t  m a y  b e  t r a v e l l i n g  o r  m a y  n o t  i m m e d i a t e l y  

k n o w  h i s  n e w  a d d r e s s .  T h e  s t a t u t e  c o u l d  b e  a m e n d e d  t o  s t a t e  

t h a t  t h e  t e n a n t  s h o u l d  g i v e  a f o r w a r d i n g  a d d r e s s ,  b u t  n o t  

m a k e  i t  a n  a b s o l u t e  r e q u i r e m e n t  f o r  s e c u r i t y  d e p o s i t  r e t u r n s  
o r  n o t i c e .

T h e  a m e n d m e n t ,  t h o u g h  s e e m i n g l y  s a m p l e ,  c o u l d  h a v e  a s i g n i f i c a n t  
e f f e c t  o n  t h e  b a l a n c e  o f  r i g h t s  a n a  d u t i e s  o f  l a n d l o r d s  a n d  
t e n a n t s .  F o r  t h i s  r e a s o n ,  I t h i n k  t h a t  a n y  a t t e m p t  t o  a l t e r  

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

b e  in a m u c h  m o r e  t h o r o u g h  a n d  c o m p r e h e n s i v e  m a n n e r .

P P

cc: R o n  L o r e n s e n ,  D e p u t y  A t t o r n e y  G e n e r a l

cc: S a r a h  K a v a s h a r o v ,  A s s i s t a n t  A t t o r n e y  G e n e r a l

cc: D o n  C l o c k s i n ,  R e p r e s e n t a t i v e

m



m

^ m§ 34.03.070 A l a sk a  S t a t u t e § 34.03.070(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) I f  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. (§ 1 ch 10 SLA  1974)A rticle  3. Landlord O bligations.
Section
100. Landlord to maintain fit premises 
110. Limitation o f liability

Section
70. Security deposits; prepaid rent 
80. Disclosure 
90. Lnndlord to supply |)ossession o f the 

dwelling unitHoe. 34.03.070. Security deposits; prepaid rent, (a' A landlordmay not demand or receive prepaid rent or a security deposit, however denominated, in an amount or value lr. 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

• i

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. (§ 1 ch 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 fo1 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. (§ 1 eh ID SLA 1971)See. 34.03.090. Landlord to supply possession of the dwelling m ::t. A t the commencement of the term the landlord shall deliver possession of the premises to the tenant in compliance with the rental agreement and § 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. (§ 1 eh 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;



§ 34.03.120 A l a s k a  S t a t u t e s  S u p p l e m e n t

Artic le 4. Tenant Obligations.
Section

130. Ru les ar.d regulations 

Sec. 34.03.120. Tenant to maintain dwelling u n it

§ 34.03.220 § 34.03.225
and not from tl 
v. Francis, Sup 
3173), 579 P.2c 

Where the 
premises withi 
they were i

C le a n u p  w ith ii\ 10 days o f  notice o f  
n on co in p lian ce . —  Where the tenants 
cleaned up the premises w ith in 10 days 
from  the date they were served with notice 
o f noncompliance with the rental

agreement, the ren ta l agreement could not 
be terminated fo r 'hat reason. V a a r  v. 
Francis, Sup. Ct. < p. No. 1634 (File No. 
3173), 579 P.2d 1056 (1978 ).

Sec. 34.03.130. Ru les 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)

E ffe c t  o f  am endm ent. — The 1976 
amendment added tubBection (c).

A s the rest o f the section was not 
affected by the amendment, it in not set 
out.

Leg is la tive  h is to ry  r e p o r t  — For 
report on ch. 138, SLA 1976 (SCS CSHB 
829 am S [re-engrossed]), see 1976 Senate 
Jou rna l, p. 1368.

A rtic le 5. Tenant Remedies.
Sec. 34.03.160. Noncompliance by the land lo rd : General.
Sta ted  in McCall v. Fickes, Sup. Ct. Op.

No. 1335 (F ile  No. 2611), 556 P.2d 535 
(1976 ).

Sec. 34.03.180. W rong fu l fa ilu re  to supply heat, water, hot 
w ater o r  essential services.

Cited in McCf.ll v. Fickes, Sup. Ct. Op.
No. 1335 (F ile  No. 2613), 556 P.2d 535 
(1976 ).

A rtic le 6. Land lo rd  Remedies.
Section
225. Lim itations on mobile home park 

operator’s right to term inate

Sec. 34.03.220. Noncompliance with ren ta l agreement: Failu re 
to pay rent.

Ten -day pe riod  dotes from  rece ip t o f  to cure breaches in .he renta l agreement 
notice. —  The period o f 10 days in which should be 10 days after receipt of the notice

178

t

i

i

S e c .  34.0: 
right to ter home or a i following re.

(1) theme 
of rent owed(2) the m violating a f  is continuing dwellers or t(3) the mo or regulatior(4) a chan) or the portioi however, all shall be give) is provided ii
Leg is la tive  1 

report on ch. 13S e c .  34.03
Section  is lin  

la n d lo rd . — Rat 
remedy to the tei 
lim itation upon 
landlord. McCali 
No. u 3 5  (F it- ; 
(1976).

R ig h t .w h ich  
sectior should 
w a iv jr o f  the "rig 
ag; cement refers 
consequence o f i 
concern rights of 
regardless o f wlS e c .  34.03.:

L a n d lo rd  coi 
fo rc ib le  en try  
re s titu tion  o f

,r.\' w-vi





Lo w e r  k u s k o k w i m  C o a s t  c o r p o r a t i o n
g e n e r a l  D E L I V E R Y  

K i p n u k .  A l a s k a  9 9 6 1 4P h .  8 9 6 - 5 8 1 1
R e s o l u t i o n  f  81-02

W h erea s , The Lower Kuskokwim C o a s t  C o r p o r a t i o n  i s  an non p r o f i t  o r g a n i z a t i o n  merged i n  f o u r  v i l l a g e s  o f  K ip n u k , K w i g i l l i n g o k ,  K o n g ig a n a k , and T u n t u t u l i a k ,  and;WHEPEAS; The Lower Kuskokwim C o a s t  C o r p o r a t i o n  i s  an non p r o f i t  o r g a n i z a t i o n  and cannot, g e t  any o p e r a t i n g  b u d g e ts  from p r o f i t s ,  and;WHEREAS; The Board and T r u s t e e s  do h e r b y  r e q u e s t  t h a t  t$ e  l e g i s l a t i v e  may p r o p o s e  t h e  S t a t e  t o  g r a n t  Lower Kuskokwim C o a s t  C o r p o r a t io n  f o r  i t s  a n n u a l l y  o p e r a t i o n  in  sum o f  f i f t y  th ou san d  a n n u a l l y ;THEREFORE; Be I t  R e s o lv e d  t h a t  the Lower Kuskokwim C o a s t  C o r p o r a t io n  may be g r a n t e d  a n n u a l l y  as  r e q u e s te d  f o r  i t s  o p e r a t i o n .
P a s s e d  t h i s  day o f  1/14/81

A t t e s t ;
A sY yll-’d -' i Ll.S o a r d  member

Bo&lnScI mjfjftjDer ~

Board member 7 * 0

L . K . C . C .  P r o j e c t  D i r e c t o r



S o i .m m m j !) A l a s k a  S t a t u t e s  § 01.10.070firm, 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 S L A  1965.(12) "signature" or "subscription”  includes mark when the per­son cannot write, with his name written near the mark by a wit­ness who writes his own name near the person’s name; but a signa­ture 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 in­cludes the D istrict of Columbia and the territories;(14) "w ritin g" includes printing. (§ 4 ch 62 S L A  1962; am § 2 ch 66 S L A  1965; am § 10 ch 117 S L A  1968)
C ross re fe rence". —  F o r additional Quoted in M ntnnuskn-Susitim  B o r- 

de fln ition o f "pence o fficer," see A S  nugh v. K in g ’s Lake  Camp, Sup. Ct.
11.30.100. F o r  fu r th e r defin ition o f  Op. No. 172 (F i le  No. 8 5 7 ) , 439 P.2d 
“ ponton," hoo AS 15,55.2,'., F o r midi- -Ml (11158); S tro ll v, S to le  Housing 
tiona l de fin itions, see AS 15.50,010. A u tho rity , 7 A las . L .J . N o. 0, p. 517

E ffect o f amendments. - -  The 1055 (S ep t., 11150); S t ro l l v. A la ska  S ta te  
amendment repealed parag raph (1 1 ) .  H ousing A u th o rity , Sup. C t. Op. No.

The 1958 amendment substituted 405 (F i le  No 0 2 4 ) , 459 P.2d 480 
"sta te  t ro o p e rs "  fo r  “ stnte po lice" in (I9 C 9 ) . 
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. (§ 1 ch 66 S L A  1965)

A rtic le  3. HITcrl o f  Statutes'.
Section Section
70. T ime si a t tiles take  e ffect 90. Ite trospe rlivu  statu tes
80. Com putation o f time 100, E ffec t o f  repea ls o r amendmentsSec. 01.10.070. Time hIuIuIch 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 I lie 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 llnm, on the 001 li day.(c) A law having an immediate effective date clause becomes

§ 01.10.080 G e n e r a l  P r o v is io n s § 01.10.080law 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 allow­ing 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 speci­fied. (§ 5 ch 62 S L A  1962; uni § 8 ch 126 S L A  1966)
Effect o f amendment.— The 1956 

amendment rew rote  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 holi­day, and then it is also excluded. (§ 6 ch 62 S L A  1962)
This section was taken from  the 

laws o f O regon . Mahan v. Spa rks , 10 
A lnskn 292 (1 9 1 2 ) ; Lowe v. Hess, 10 
A laska  174 (1 9 4 1 ) .

It m ere ly s ta tes the common-law 
ru le . Lowe v. Hess, 10 A laska  174 
(1 9 4 1 ) .

T h is s ta tu to ry  computation is de­
c la ra to ry  o f the common-law  ru le in 
A lnskn. T u rnhu ll v. Bonkowski, 274 
F . Supp. 733 ( I I .  A las. 1957 ).

A la sk a ’s com pu la tion -o f- lim o  s ta t ­
ute m ere ly  expresses the common 
law , T u rnbu ll v. Bonkow ski, 419 F.2d 
104 (9 th  C ir. 1959 ).

Common law .— A t common law it 
was estab lished if  the last day on 
which nn act was to lie perfo rm ed 
fe ll on a Sunday , then that Sunday 
was excluded and the time was ex ­
tended to the fo llow ing  ’ ay Wndc v 
Dw ork in , Sup. Ct. Op. No 306 (F i le  
No 5 0 3 ) , 407 I\2 d  587 (1 9 5 5 ) .

Tho common-law  ru le  is that when 
the period o f time w ithin wliieh an 
uel is to lie pe rfo rm ed  exceeds one 
week, an in tervening Sunday is in­
eluded in the computation. Wndc v. 
Dw ork in , Sup, Ct. Op, No. 306 (F i lo  
No. 0 0 3 ) , 407 l\2 d  587 <1965).

Leg is la tive  In tent.— The leg is la tu re , 
by v irtu e  o f Its enactment o f this 
section, m anifested its intent to ex ­
clude Sundays in the com pu la tion o f 
time on ly  when Sundny fa lls  on the 
Inst dny o f n period in qucntion. Wndc 
v Dw ork in , Sup. Ct. Op. No 305 
(F i le  No. im.’l ) ,  497 I*.2d 587 (19111.)

Exception in common law nH to 
com putation o f  person's age.— There 
exists a well-recognized exception in 
Ilia  common low as to tho cnuipuln- 
tlon o f  » person ’" age. Th is exception, 
b rie fly  stntod, is tlm t a yea r must bo

counted, not from  the dny o f b irth , 
but from  the preceding dny when 
lim ita tion  is figured. T u rnhu ll v. 
B onkow ski, 274 F . Supp. 733 (D . 
A las. 1967 ).

The com pu ln tion -o f-tim e statu te  is 
expressive o f on ly  the gene a) com ­
m on-law  ru le  and docs not presume 
to ab rogate the wcll-estnhiisiieti c.\- 
eeption there to  govern ing  the compu­
tation o f a person ’s age. I t  fo llow s 
Ihnt. the sta tu te  lias no app liea lion  in 
ca lcu la ting  a person's age. Tu rnbu ll 
v. Bonkow ski, 419 F .2d 101 (9 th  C ir. 
1969).

The supreme court is en joined by 
the leg is la tu re  to observe the p rov i­
sions o f AS (11.19.020, in reso lv ing  
any issue re la ting  to tins section 
and its app licab ility  In the five day 
term in i p rovision o f AS 15.20.430 
Wndc v. Dw ork in , S lip  Ct. Op. No. 
306 (F i le  No. 6 0 3 ) , 407 l ’ .2d 687 
(1965).

Computing lim ita tion  under AS 
If. ','0  l.'IO. In em iip .illog  the live day 
period o f lim ita tion  prescribed liy 
AS 16.20.430, on in tervening Sunday 
is to lie included. Wade v Dworkin , 
Sup. Ct. Op. No 306 (F i le  No. 6 0 3 ) , 
407 I ’ .2d 587 (1 9 6 5 ) .

Com putation o f the lim ita tions pe­
riod provided by AS 09.10 .070 subse­
quent to the rem ova l o f tho d isab ility  
o f m ino rity  is to he made by exclud­
ing tho firs t dny and including the 
last. T u rnhu ll v. Bonkowski, 274 F . 
Supp. 733 (D . A las. 1067 ).

F iling  appeal. Under Ib is n rr llm i, 
the day on which the judgm en t is en­
tered should lie exeluded in comput­
ing the time w ithin which an app lica ­
tion fo r  nil appeal iniii l lie liletl. Mn 
haii v. Spa rks , 10 A la ska  292 (1 9 1 2 ) .
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Official Business

Senate
Committee on £aGor & Commerce Pouch v

State Capitol 
Juneau, Alaska 99811

S U M M A R Y  S B  27 7 :

S e c  1: T h i s  a c t  p r o v i d e s  a i r c r a f t  o w n e r s  a n d  o p e r a t o r s  w i t h  a c c e s s ,

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

i n s u r a n c e  a g a i n s t  l i a b i l i t y  a n d  h u l l  d a m a g e .

S e c  2: A S  21 is a m m e n d e d  o y  a d d i n g  a n e w  c h a p t e r ;  C h a p t e r  86

A R T I C L E  1 A V I A T I O N  I N D E M N I T Y  C O R P O R A T I O N  O F  A L A S K A  

2 1 . 8 6 . 0 1 0  C o r p o r a t i o n  e s t a b l i s h e d ;  A v i a t i o n  I n d e m e n i t y  C o r p o r a t i o n  

o f  A l a s k a  is e s t a b l i s h e d  a s  a p u b l i c  c o r p o r a t i o n ,  h a v i n g  a l e g a l  e x ­

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

t h e  c o r p o r a t i o n  d o  n o t  c o n s t i t  ite a d e b t ,  l i a b i l i t y ,  o r  o b l i g a t i o n  

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

2 1 . 8 6 . 0 2 0  E s t a b l i s h m e n t  o f  a b o a r d  o f  d i r e c t o r s  a p p o i n t e d  b y  t h e  

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

(1) o n e  r e p r e s e n t a t i v e  f r o m  a n  a i r  c a r r i e r ,  s u b j e c t  t o  F A A  r o u t e s

(2) t w o  r e p r e s e n t a t i v e s ,  c e r t i f i e d  b y  t h e  A l a s k a  T r a n s p o r t a t i o n  

C o m m i s s i o n  a s  a i r  t a x i  o p e r a t o r s ; o n l y  o n e  m a y  b e  o p e r a t i n g  f r o m  a b u s­

i n e s s  b a s e d  i n  a c i t y  h a v i n g  o v e r  1 0 0 , 0 0 0  p o p u l a t i o n ,  a n d  b o t h  m u s t  be 

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

(3) t w o  r e p s  f r o m  t h e  a v i a t i o n  c o m m u n i t y  n o t  a s s o c i a t e d  w i t h

c o m m e r c i a l  a v i a t i o n  e n t e r p r i s e  r e p r e s e n t e d  in (1) or (2) o f  t h i s  s u b - s e c .

(4) t w o  r e p r e s e n t a t i v e s  o f  t h e  i n s u r a n c e  i n d u s t r y

(5) t w o  m e m b e r s  o f  t h e  g e n e r a l  p u b l i c  w h o  h a v e  n o  f i n a n c i a l  i n t­

e r e s t  i n  bhe a v i a t i o n  o r  t h e  i n s u r a n c e  b u s i n e s s .

T h e  t e r m  o f  o f f i c e  f o r  e a c h  d i r e c t o r  is t h r e e  y e a r s ;

W h e n  a d i r e c t o r s  t e r m  e x p i r e s ,  t h e  g o v e r n o r  s h a l l  a p p o i n t  a s u c c e s s o r  

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

e n t  o f  r e s i g n a t i o n ,  d e a t h ,  o r  i n a b i l i t y  t o  s e r v e  , - h e  g o v e r n o r  sha.' 

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

t h e  u n e x p i e r d  term.



•  •

S B  2 7 7  c o n t .

P r o v i d e r  f o r  t t h r e e  y e a r  t e r m  o f  o f f i c e ;

W i t h i n  90 da; < o f  t h e  f i r s t  m e e t i n g  o f  t h e  b o a r d ,  t h e  d i r e c t o r  

s h a l l  s u b m i t  t o  tl..e D i v  o f  I n s u r a n c e  a p l a n  o f  o p e r a t i o n ,  p r o v i i d n g  

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

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

a c c e p t a b l e  r i s k s ,  t h e  i s s u a n c e  of c o n t r a c t s  i n d e m n i f y i n g  o w n e r s  a n d  

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

a n  a c t  o f  o m m i ~ o i c n  i n  t h e  o p e r a t i o n  o f  a n  a i r c r a f t  i n  t h i s  S t a t e ,  a n d  

a g r e e i n g  to t e n d e r  o n  t h e i r  b e h a l f  a d e f e n s e  t o  a c o v e r e d  c l a i m  i n  a 

c i v i l  a c t i o n .  S u b j e c t  t o  a p p r o v a l  o f  t h e  D i v  o f  I n s u r a n c e ,  t h e  b o a r d  

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

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

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

B o a r d  m a y  e x c l u d e  a n  i n d i v i d u a l  b a s e d  o n  r i s k  f a c t o r s ,  b u t  m a y  '

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

P r o v i d e s  l i m i t s  o n  l i a b i l i t y  f o r  p o l i c i e s  i s s u e d ;  i n s u r a n c e  c o n ­

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

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

D i r .  o f  t h e  D i v  o f  Ins. m a y  r o d e r  t e r m i n a t i o n  o f  t h e  c o r p o r a t i o n  

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

w o u l d  r e s u l t  i n  s u b s t a n t i a l  u n d e r w r i t i n g  l o s s . ( u n l e s s  e x c e s s i v e  p r e m i u m s )

T h e  c o r p o r a t i o n  i s  e x e m p t  f r o m  t a x  f o r  t h e  f i r s t  5 y e a r s ,  h o w ­

e v e r  a f t e r  t h a t  p e r i o d  t h e r e  w i l l  b e  a p r e m i u m  tax.

O u t l i n e s  r a t e  c a t e g o r i e s  for g e n e r a l  a n d  c o m m e r c i a l  a v i a t i o n .

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

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

P r o v i d e s  f o r  r e f u n d s  t o  i n s u r e d s  i f  p r e m i u m s  e x c e e d  c l a i m  a n d  

u n d e r w r i t i n g  e x p e n s e s  f o r  t h e  y e a r .

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

E s t a b l i s h e s  a v i a t i o n  r e v o l v i n g  f u n d  (loan) in t h e  D e p a r t m e n t  o f  

C o m m e r c e  a n d  E c o n .  t o  b e  a d m i n s i t e r d  b y . t h e  D i v  o f  I n s u r . L o a n s  m a y  

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

d i r e c t o r ,  b u t  l o a n s  a r e  n o t  t o  e x c e e d  30 m i l l i o n  a t  a n y  t i m e . L o a n s  s h a l l  

b e  r e p a i d  to t h e  f u n d  i n  a n n u a l  i n s t a l l m e n t s  o f  a t  l e a s t  2 5 %  o f  t h e  

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

m a d e  b y  the c o r p o r a t i o n ,  if a n y ,  a n d  i n t e r e s t  s h a l l  b e  p a i d  at a r a t e  

o f  7 p e r c e n t .
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F U T U R E  O F  A V I A T I O N  I N S U R A N C E  IN A L A S K A

B e f o r e  o n e  can p r e d i c t  the f u t u r e  of A v i a t i o n  Insu ra n c e ,  one m u s t  

l o o k  at its past.

P r i o r  t o  1 9 7 0  there w e r e  n o  D o m e s t i c  I n s ur ors a c c e p t i n g  A v i a t i o n  

I n s u r a n c e  in Alaska. F r o m  1 9 7 0  t h r o u g h  1977 s e veral n o t a b l e  D o m e s t i c s  

e n t e r e d  t h e  State i n c l u d i n g ,  b u t  n o t  l i m i t e d  to, such w e l l  k n o w n  

I n s u r o r s  as I n s u r a n c e  C o m p a n y  o f  N o r t h  A m e rica, Ranger, Pan A m e r i c a n ,  

I n s u r a n c e  C o m p a n y  State o f  Penn, and U.S.A. I . G .  W i t h o u t  e x c e p t i o n ,  

all l o s t  m o n e y  and w i t h d r e w  f r o m  the State.
i

*' ’ '

P r i o r  to 1970 and sin ce 1978 m o s t  of the A v i a t i o n  Insurax.ce in A l a s k a

h a s  b e e n  p r o v i d e d  b y  L l o y d s  o f  L o n d o n  a n d  B r i t i s h  C o m p a n i e s  w h o  h a v e

c o n t i n u a l l y  p r o v i d e d  a m a r k e t  for the aviator since the first a i r p l a n e

c a m e  t o  A l a s k a .

D u r i n g  t h e  1 9 7 0 's a v i a t i o n  r a t e s  w e r e  s t e a d i l y  d e c r e a s i n g  y e a r  a f t e r  

y e a r  e v e n  t h o u g h  as a N a t i o n  w e  w e r e  e x p e r i e n c i n g  i n f l a t i o n  a n d  as a 

S t a t e  w e  w e r e  e x p e r i e n c i n g  an i n c r e a s e  in airplanes, nilotr; and, sadly, 

a s h a r p  i n c r e a s e  n o t  o n l y  in a c c i d e n t s -, but als o an i n c r e a s e  in tl a 

f a t a l i t y  rate. In 1978 one h u n d r e d  f i f t y - e i g h t  p e o p l e  w e r e  k i l l e d  in 

a i r p l a n e s  w i t h  the a v e r a g e  court a ward a n d / o r  s e t t l e m e n t  p e r  p e r s o n  

b e i n g  $ 4 5 0 , 0 0 0 .  each  or $ 7 1 , 0 0 0 , 0 0 0 .  T h a t  figure does n o t  i n c l u d e  

the d o l l a r s  spent on h u l l  losses.



P a g e  Two

R a t e s  s t a r t e d  i n c r e a s i n g  in 1979 after the 1 9 7 8  f i g u r e s  w e r e  k n o w n .

In 1 9 7 9  the f a t a l i t y  r e c o r d  w a s  b e eter, but o v e r  the p a s t  f i v e  y e a r s  

A l a s k a  h a s  a v e r a g e d  m o r e  t h a n  50 f a t a l i t i e s  a y e a r  a t  a n  a v e r a g e
y

cost o f  $ 4 5 0 , 0 0 0 .  p e r  d e a t h  or a n  a n n u a l  cost o f  $ 2 2 , 5 0 0 , 0 0 0 .  just 

to p a y  l i a b i l i t i e s .  As a r e s u l t ,  m a n y  p i l o t s  a n d  A i r  T a x i  o p e r a t o r s  

h a v e  e x p e r i e n c e d  sharp a n d  h e a v y  i n c r e a s e s  i n  the c o s t  o f  t h e i r  

i n s u r a n c e .  T h o s e  w h o  h a v e  h a d  a c c i d e n t s  the p a s t  f i v e  y e a r s  are 

b e i n g  c h a r g e d  m o r e  than t h o s e  w h o  have  h a d  n o  a c c i d e n t s .  B u t  e v e r y o n e ' s  

r a t e s  a r e  up a n d  u p  a lot.

N e w s p a p e r  a r t i c l e s  have a p p e a r e d  r e c e n t l y  a c c u s i n g  L l o y d s  o f  L o n d o n  

o f  h a v i n g  a m o n o p o l y  and " f i x i n g "  p r i c e s .  I h a v e  b e e n  s o m e w h a t  

d i s m a y e d  to bee t h e s e  t h i n g s  in print a n d  e v e n  m o r e  d i s m a y e d  as to 

w h o  is d o i n g  the accusing .

(1) M a n y  of those d o i n g  the m o s t  c o m p l a i n i n g  h a v e  b e e n  i n v o l v e d  

in a c c i d e n t s  in the past, five y e a r s  a n d  m a n y  h a v e  h a d  a f a t a l  crash.

Trie s t a t i s t i c s  are a m a t t e r  o f  p u b l i c  record.

(2) L l o y d s  of L o n d o n  is a M a r k e t  Place, n o t  an I n s u r o r ,  s o  h o w  

can it b e  a m o n o p o l y ?

(3) T h e  B r i t i s h  C o m p a n i e s  are also a M a r k e t  P l a c e  m a d e  u p  of 

m a n y  I n s u r o r s .

(4) We are s e e i n g  a w i d e r  v a r i a n c e  in r a t e s  t o d a y  than w e ' v e  

seen i n  years, i.e. the o n e s  w i t h  a r e p e a t e d  a c c i d e n t  r e c o r d  are 

r a t e d  a c c o r d i n g l y .  T h o s e  w i t h  n o n e  or one a r e  also r a t e d  a c c o r d i n g l y .

(5) T h e r e  is s t i f f  c o m p e t i t i o n  in the W o r l d  M a r k e t ,  b u t  t h e r e  

is n o  r a t e  c u t ti ng.



R e c e n t l y  S e n a t o r  E l i a s o n  h a d  I n t r o d u c e d  i n t o  the S e n a t e  S e n a t e  B i l l  277 

w h i c h  w o u l d  c r e a t e  a S t a t e  F u n d e d  A v i a t i o n  Insuror. T h e  b i l l - a s k s  

f o r  $ 3 0 , 0 0 0 , 0 0 0 .  t o  f u n d  the I n s u r a n c e . C o m p a n y .  T h e  I n s u r a n c e  

C o m p a n y  w o u l d  b e  a s s e s s i b l e .  T h a t  m e a n s  a n y t i m e  w i t h i n  three y e a r s  

f r o m  d a t e  y o u r  p o l i c y  e x p i r e s  y o u  could b e  a s s e s s e d  u p  t o  5 0 %  o f  w h a t  

y o u  p a i d  in p r e m i u m .  S.B. 277 d o e s  n o t  d i s c u s s  r a t e  levels, b u t
t

in v e r b a l  d i s c u s s i o n  p r o p o n e n t s  o f  this b i l l  a c k n o w l e d g e  th ey p r o b a b l y  

c o u l d  n o t  p r o v i d e  i n s u r a n c e  cheaper. So y o u  w o u l d  t r a d e  w h a t  y o u  

n o w  h a v e ,  i.e. a g u a r a n t e e d  cost:, for an u n k n o w n  c os t, a n d  b y  a s k i n g  

t h e  S t a t e  to s u b s i d i z e  y o u r  i n s u r a n c e  do, at the s a m e  time, s u b j e c t  

y o u r s e l f  to p u b l i c  s c r u t i n y  for y o u  c a n n o t  e x p e c t  p u b l i c  funds  w i t h o u t  

a c c e p t i n g  p u b l i c  i n v o l v e m e n t  in y o u r  day to day f l y i n g  life.

T h e r e  are m a n y  a r g u m e n t s  a g a i n s t  Senate B i l l  277, a n d  I ' m  c o n f i d e n t  

y o u r  B r o k e r  a n d  I n s u r o r  is r e a d y  to d i s c u s s  in d e t a i l  w i t h  y o u  all 

of  the  r a m i f i c a t i o n s  o f  it.

A s  for the f u t u r e  o f  A v i a t i o n  I n s u r a n c e  in A l a s k a

(1) It w i l l  a l w a y s  b e  a v a i l a b l e  in the free m a r k e t  .-at p r i c e ;

(2) W h e n  the a c c i d e n t  rate d e c l ines a n d  thus l o s s  e x p e r i e n c e  

d e c l i n e s ,  r a t e s  w i l l  decreas e;

(3) T h e r e  is at p r e s e n t  t h r e e  s e p a r a t e  D o m e s t i c  I n s u r o r s  c o n s i d e r i n g  

r e - e n t e r i n g  the S t a t e  to p r o v i d e  A v i a t i o n  I n s u r a n c e .  H o w e v e r ,  it; is 

n o t  t h e i r  i n t e n t  to cut rates, for the past 10 y e a r 8s s t a t i s t i c s

p r o v e  that r a t e  l e v e l s  for that d e c a d e  w e r e  h o p e l e s s l y  i n a d e q u a t e .

FUTURE OF AVIATION INSURANCE IN ALASKA  P a g e  T h r e e



FUTURE OF AVIATION INSURANCE IN ALASKA P a g e  F o u r

(4) B u t  some of y o u  w e r e  n o t  h e r e  i n  the s i x t i e s ,  b u t  t h o s e  o f  

y o u  w h o  w e r e  r e a l i z e  t h a t  the r a t e  l e v e l s  of t o d a y  a r e  the r a t e  l e v e l s  

o f  the s ixties. Y o u r  h u l l  v a l u e s  are h i g h e r ,  y o u r  s e a t i n g  c a p a c i t y  . 

is  greater,  a n d  w i t h  the a v e r a g e  court a w a r d  b e i n g  $ 4 5 0 , 0 0 0 .  p e r  p e r s o n ,  

m o s t  o f  y o u  a r e  c a r r y i n g  h i g h e r  limits of l i a b i l i t y  as y o u  s h o u l d .

I w o u l d  s u g g e s t  that i n s t e a d  o f  " H a n g i n g  the w r o n g  m a n "  i.e. the 

I n s u r o r s , t h a t  e a c h  o f  you a c k n o w l e d g e  that the b a s i c  p r o b l e m  is 

a c c i d e n t s ,  n o t  i n s u r a n c e .  P i l o t s  w r e c k  a i r p l a n e s  a n d  h u r t  p e o p l e .  

I n s u r o r s  p a y  for them, so w e  all pay f o r  them.

I n s u r a n c e  is a p o o l i n g  o f  d o l l a r s  b y  the m a n y  t o  p a y  t h e  l o s s e s  o f  the

few. But i f  the d o l l a r s  out e x c e e d  the d o l l a r s  in, t h e n  r a t e s  m u s t  

b e  i ncieased , and t h a t  fact does not c h a n g e  w h e t h e r  it is I n s u r o r s  

as y o u  n o w . k n o w  t h e m  o r  a S t a t e  owned I n s u r a n c e .

H e r e  are some s o b e r i n g  s t a t i s t i c s :  T h e  State o f  A l a s k a  h a s  o n e - e i g h t h

o f  1 p e r c e n t  o f  the U n i t e d  S t a t e s  popula t i o n ,  1 . 3  p e r c e n t  o f  t h e  

p i l o t s ,  2.9 p e r c e n t  o f  the a i r c r a f t  a n d  5.6 p e r c e n t  o f  the a c c i d e n t s .  

A l a s k a n  a i r c r a f t  are i n v o l v e d  in 4.4 p e r c e n t  o f  t h e  f a t a l  a c c i d e n t s .

A i r  t a x i  o p e r a t o r s  h e r e  r a c k  up 22.6 p e r c e n t  o f  A m e r i c a n  a c c i d e n t s  

a m o n g  that group, a n d  15 p e r c e n t  of the a i r - t a x i  f a t a l i t i e s .

I n s t e a d  o f  c o m p l a i n i n g  about r a t e s  and a s k i n g  t h e  S t a t e  t s u b s i d i z e

t h e  a c c i d e n t  a n d  f a t a l i t y  r a t e  b y  f o r m i n g  an I n s u r a n c e  C o m p a n y ,  a s k
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y o u r  l e g i s l a t o r  to:

(a) K i l l  S e n a t e  B i l l  277 - a n d  in its p l a c e

(b) P u t  the $ 3 0 , 0 0 0 , 0 0 0 .  to w o r k  d o i n g  w h a t  N a t i o n a l  T r a n s p o r t a t i o n  

S a f e t y  B o a r d  A A S - 8 0 - 3  r e c o m m e n d s  in its S p ecial R e p o r t  o n  S a f e t y  i n  

A l ask a.

for i n  so d o i n g  all c i t i z e n s  w o u l d  b e n e f i t  in a r e d u c t i o n  in l o s s  o f  

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

i n s u r a n c e  c o s t s  as a r e s u l t  of safety.

S u b m i t t e d  b y  

{ l ^ ^ L o i s

L o i s  C l a r y  is a l i c e n s e d  i n s u r a n c e  agent 

w h o  h a s  b e e n  a c t i v e l y  i n v o l v e d  in a ll l i n e s  

o f  i n s u r a n c e  for 32 y e a r s  and i n s u r a n c e  i n  

the State o f  A l a s k a  f o r  20.

C l a r y
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ALASKA A I R  C A R R IE R S  A S S O C IA T IO N
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S . 2 7 7  - A n  A c t  t o  

E s t a b l i s h  t h e  A v i a t i o n  

In d e m n i t y  C o r p o r a t i o n  

o f  A l a s k a
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TUI i n d a f d e e g a n
P r e s i d e n t

ALASKA A I R  CA R R IER S  ASSOCATION
O N

_ S , 277 - A n  A c t  o n  

E s t a b l i s h  t h e  A v i a t i o n  

I n d e m n i t y  C o r p o r a t i o n  

o f  A l a s k a

H a y  A, 1 9 8 1

• t

I AM PLEASED TO PRESENT THE VIEWS OF THE ALASKA

A i r  C a r r i e r s  A s s o c i a t i o n  (AACA) o n  S e n a t e  B i l l  277 - A n  

A c t  E s t a b l i s h i n g  t h e  A v i a t i o n  I n d e m n i t y  C o r p o r a t i o n  o f  

A l a s k a , W i t h  m e  t o d a y  i s  D, C r a i g  C l a r k , P r e s i d e n t  o f  

A n c h o r a g e  A i r w a y s  a n d  C h a i r m a n  o f  t h e  A l a s k a  A i r  C a r r i e r s  

A s s o c i a t i o n ,

T h e  A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n , f o u n d e d  i n

1 9 6 6 ,  REPRESENTS A I R  CA R R IE R S ENGAGED IN THE TRANSPORTATION 

OF PASSENGERS, CARGO AND M A IL ,  THE MEMBERSHIP INCLUDES 

C E R T IF IC A T E D  A I R  C A R R I E R S ,  COMMUTER AND A I R  TAXI OPERATORS.

T h e  k e y  p u r p o s e  c-f  t h e  A s s o c i a t i o n  i s  t o  f o s t e r  a n d  p r o m o t e

A N  E N V I R O N M E N T  T H A T  A S S U R E S  S A F E  A I R  T R A N S P O R T A T I O N  IN T H E

S t a t e  o f  A l a s k a ,

T h e  AACA B o a r d  o f  D i r e c t o r s  p a s s e d  t h e  f o l l o w i n g  

R E S O L U T I O N  A T  T H E I R  A P R I L  8 ,  1 9 8 1  M E E T I N G :

- 1 -

/



WHEREAS, E S C A L A T I N G  I N S U R N A C E  R A T E S  H A V E  B E C O M E  

A  M A J O R  P R O B L E M  O F  T H E  A I R  C A R R I E R  I N D U S T R Y  IN A L A S K A ,

t h e  A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n ,

R E S O L V E S ,  t o  s u p p o r t  d i s c u s s i o n  o f  p r o p o s a l s  i n

S . 2 7 7  TO ESTABLISH AN ALTERNATIVE IN THE INSURANCE 
MARKET PROVIDED THAT SECTIO N  2 1 , 8 6 , 1 1 0 ,  ASSESSMENTS
o n  I n s u r e d s ,  b e  a m e n d e d  t o  d e l e t e  t h e  50% s p e c i a l  

A S S E S S M E N T  A N D  T H A T  S E C T I O N  2 1 , 8 6 , 0 8 6 ,  T E R M I N A T I O N ,

B E  A M E N D E D  T O  I N C L U D E  A T  L E A S T  A  3 0  D A Y  N O T I C E  P E R I O D  

T O  I N S U R E D  O N  D I S S O L U T I O N  O F  T H E  C O R P O R A T I O N ,

T h e  m e m b e r s  o f  t h i s  c o m m i t t e e  a r e  w e l l  a w a r e  o f

T H E  I M P O R T A N C E  O F  A V I A T I O N  I N  A L A S K A ,  A l R  T R A N S P O R T A T I O N  IS 

E S S E N T I A L  T O  A L A S K A .  O U T S I D E  O F  M A J O R  P O P U L A T I O N  C E N T E R S  

T H E R E  A R E  V I R T U A L L Y  N O  R O A D S .  A L M O S T  E V E R Y T H I N G  T H A T  IS 

R E Q U I R E D  F O R  S U R V I V A L ,  I N C L U D I N G  F O O D ,  C L O T H I N G  A N D  M E D I C I N E  

M U S T  B E  B R O U G H T  IN B Y  A I R .

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

A N D  A V I A T I O N  L I A B I L I T Y  I N S U R A N C E  H A S  J U M P E D  1 0 0  T O  2 0 0  

P E R C E N T  T H I S  Y E A R ,  A L L  O P E R A T O R S  H A V E  F A C E D  T H E S E  C O S T  

I N C R E A S E S ,  A l R  C A R R I E R S  A R E  F O R C E D  T O  P A S S  T H I S  I N C R E A S E  

O N  T O  C O N S U M E R S ,  A T T A C H E D  T O  O U R  T E S T I M O N Y  A R E  R E C E N T  

A R T I C L E S  T H A T  O U T L I N E  T H E  P R O B L E M ,

T h e  A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n  c o m m e n d s  t h e  

S e n a t e  i o r  a d d r e s s i n g  t h i s  c r i t i c a l  i s s u e  a n d  i s  c o n f i d e n t

T H A T  T H E  H E A R I N G S  O F  T H I S  C O M M I T T E E  W I L L  B E  A  M A J O R  S T E P  

IN R E S O L V I N G  T H E  P R O B L E M  O F  H I G H  A V I A T I O N  I N S U R A N C E  R A T E S

i n  t h e  S t a t e  o f  A l a s k a .
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A REVIEW OF SOME FACTS ON THE CURRENT A V IA T I O N  

INSURANCE INDUSTRY IS  IN ORDER. S lN C E  AMERICAN INSURANCE 

COMPANIES PULLED OUT OF ALASKA IN 1 9 6 8 ,  THE PRIMARY MARKET

F O R  A V I A T I O N  C O V E R A G E  IS L L O Y D S  O F  L O N D O N ,  A C C O R D I N G  T*>

t h e  A l a s k a  D i v i s i o n  o f  I n s u r a n c e  t h i s  m a r k e t  r e p r e s e n t s  

9 0 *  o f  A l a s k a n  a v i a t i o n  i n s u r a n c e .

• i

Qu o t a t i o n s  i n  t h e  c u r r e n t  m a r k e t  a r e  l i m i t e d  t o

THE I N I T I A L  BROKER. T H I S  MEANS THAT AN A I R  CARRIE R CANNOT

" s h o p  a r o u n d "  f o r  a  b e t t e r  r a t e . S t a t i s t i c s  on  t h e  p r e m i u m

AND LOSS LEVELS EXPERIENCED BY LLOYDS IS  SKETCHY AT BEST 

AND ARE NOT COMPLETE ENOUGH TO DRAW R E A L I S T I C  CONCLUSIONS.

Me m b e r s  o f  t h i s  c o m m i t t e e  w i l l  h e a r  t e s t i m o n y

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

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

RATES WILL DRAW DOMESTIC INSURANCE COMPANIES BACK INTO THE 

MARKET AND THROUGH COMPETITION RATES WILL COME BACK DOWN.

Wh e n  r a t e s  go  t o o  l o w  t h e n  t h e  d o m e s t i c  c o m p a n i e s

WILL PULL OUT OF THE MARKET AS THEY DID  IN 1 9 6 8 .

THE DEVASTATING IMPACT T H IS  CYCLE WOULD HAVE ON 

A I R  TRANSPORTATION IN ALASKA I S  OF GREAT CONCERN TO THE

- 3 -
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A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n , S u c h  a  c y c l e  w o u l d  m a k e

L O N G  T E R M  F I N A N C I A L  P L A N N I N G  E X T R E M E L Y  D I F F I C U L T .  T H E  

E X I S T E N C E  O F  A N  U N D E R W R I T I N G  F I R M  I N  A L A S K A  M A Y  S M O O T H  

O U T  T H E  P E A K S  A N D  V A L L E Y S  IN S U C H  A  C Y C L E ,

T h e  a i r  c a r r i e r s  i n  t h e  S t a t e  o f  A l a s k a  u n d e r s t a n d

T H A T  T H E  C O N C E P T  O F  I N S U R A N C E  IS A  P O O L I N G  O F  D O L L A R S  B Y  A  

L A R G E  G R O U P  T O  P A Y  F O R  T H E  L O S S E S  J F  A  F E W ,  O N E  C L E A R  W A Y

t o  i m p r o v e  A l a s k a n  a v i a t i o n  i n s u r a n c e  r a t e s  i s  t o  i m p r o v e

T H E  A u / n S K A N  A V I A T I O N  A C C I D E N T  R A T E ,  A  R E C E N T  N A T I O N A L

T r a n s p o r t a t i o n  S a f e t y  B o a r d  s t u d y  u n  a i r  t a x i  s a f e t y  i n  

A l  ; h a  „ t e s  " A l a s k a  , , , h a s  a n  a i r  s a f e t y  p r o b l e m  . . ,

( a ) B G U T  3 0  PERCENT OF ALL A I R  TAXI ACCIDENTS IN THE UNITED

S t a t e s  o c c u r r e d  i n  A l a s k a , a n d  t h e i r  r a t e  o f  o c c u r r e n c e  w a s

F O U R  T I M E S  t h a t  O F  T H E  R E S T  O F  T H E  U N I T E D  S T A T E S , "  T H E

A l a s k a n  F e d e r a t i o n  o f  N a t i v e s  (AFN) a l s o  r e c o g n i z e d  t h e

N E E D  F O R  I M P R O V E D  A V I A T I O N  S A F E T Y ,  A t  T H E  1 9 8 0  C O N V E N T I O N  

T H E  AFN P A S S E D  A  R E S O L U T I O N  T O  W O R K  W I T H  O T H E R  A S S O C I A T I O N S  

A N D  A G E N C I E S  T O  R E D U C E  T H E  A I R C R A F T  A C C I D E N T  R A T E  IN A L A S K A ,

T h e  a i r  c a r r i e r  i n d u s t r y  r e c o g n i z e s  t h a t  m a n a g e m e n t

A N D  C O M P E T E N T  F L I G H T  C R E W S  A R E  T H E  K E Y  T O  S A F E  O P E R A T I O N ,

A t  t h e  p r e s e n t  t i m e , a i r  c a r r i e r s  i n  A l a s k a  d o  n o t

H A V E  A C C E S S  S T A N D A R D I Z E D  T R A I N I N G  P R O G R A M S ,  T O  I M P R O V’E B O T H  

M A N A G E M E N T  A N D  T H E  F L I G H T  C R E W ' S  S K I L L S .
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In 1 9 7 8 ,  T H E  I N D U S T R Y  E S T A B L I S H E D  T H E  A L A S K A N  A V I A T I O N

S a f e t y  F o u n d a t i o n , a  n o n - p r o f i t  c o r p o r a t i o n  d e s i g n e d  t o  f o s t e r

A V I A T I O N  S A F E T Y  T H R O U G H  E D U C A T I O N  P R O G R A M S ,  T H E  F O U N D A T I O N  

W I L L  O F F E R  A V I A T I O N  T R A I N I N G  P R O G R A M S  T H R O U G H O U T  T H E  S T A T E .

A m e r i c a n  A i r l i n e s  T r a i n i n g  C o r p o r a t i o n  (AATC) w i l l

D F V c L O P  T R A I N I N G  S Y S T E M S  T O  M E E T  T H E  U N I Q U E  N E E D S  O F  A V I A T I O N
' t

i n  A l a s k a , T h e s e  p r o g r a m s  w i l l  b e  d e s i g n e d  t o  p r o v i d e  s t a n d ­

a r d i z e d  R E C U R R E N T  T R A I N I N G  T H A T  W I L L  R E D U C E  T H E  A C C I D E N T  

R A T E ,  T H E  R E S E A R C H  T O  D E V E L O P  T H E  T R A I N I N G  P R O G R A M S  W I L L  

B E  C O N D U C T E D  IN A L A S K A ,

W h i l e  A m e r i c a n  A i r l i n e s  i s  d e v e l o p i n g  t h e  c o m p r e ­

h e n s i v e  T R A I N I N G  P R O G R A M  T H E  F O U N D A T I O N  W I L L  B E  W O R K I N G  W I T H  

O T H E R  A V I A T I O N  G R O U P S  T O  O F F E R  T H E I R  P R O G R A M S  IN A L A S K A .

T h e  A i r c r a f t  O w n e r s  a n d  P i l o t s  A s s o c i a t i o n  (AOPA)
H A S  D E V E L O P E D  E X T E N S I V E  P I L O T  T R A I N I N G  C O U R S E S ,  V E R Y  F E W  

O F  T H E S E  P R O G R A M S  A R E  O F F E R E D  IN A L A S K A  B E C A U S E  O F  T H E  H I G H  

C O S T  O F  T R A N S P O R T I N G  I N S T R U C T O R S  A N D  T H E  T R A I N I N G  M A T E R I A L S

t o  A l a s k a . T h e  F o u n d a t i o n  h a s  w o r k e d  o u t  a  c o s t - s h a r i n g

A R R A N G E M E N T  W I T H  AOPA T O  O F F E R  M O R E  O F  T H E S E  P R O G R A M S  IN

A l a s k a .

t
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T h e  p r e v e n t i o n  o f  a c c i d e n t s  i n  A l a s k a  b e g i n s  w i t h

M A N A G E M E N T .  T H E  A L A S K A N  A V I A T I O N  M A N A G E M E N T  P R O G R A M  W I L L  B E  

O F F E R E D  IN A T  L E A S T  F I V E  A L A S K A N  C O M M U N I T I E S ,  T H E  M A N A G E M E N T  

P R O G R A M  H A S  B E E N  O F F E R E D  IN T H E  P A S T  A N D  IS D E S I G N E D  S P E C I F I C ­

A L L Y  f o r  A l a s k a n  a v i a t i o n  o p e r a t o r s ,

E a c h  y e a r  a t  t h e  A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n
• i

A n n u a l  C o n v e n t i o n , e n g i n e  a n d  a i r c r a f t  m a n u f a c t u r e r s  o f f e r

S E M I N A R S  F O R  M E C H A N I C S ,  T H E S E  P R O G R A M S  A R E  W E L L  A T T E N D E D  

A N D  A R E  T H E  O N L Y  S C H E D U L E D  O P P O R T U N I T Y  F O R  A L A S K A N  C A R R I E R S  

T O  M E E T  W I T H  T H E  M A N U F A C T U R E R S , T H E  F O U N D A T I O N  W I L L  E X P A N D  

T H I S  P R O G R A M  A N D  O F F E R  M E C H A N I C S '  S E M I N A R S  T H R O U G H O U T  T H E  

S T A T E ,

T h e  F o u n d a t i o n  h a s  w o r k e d  w i t h  t h e  E m p l o y e e  A s s i s t a n c e  

C o n s u l t a n t s  o f  A l a s k a  (EA C )  t o  d e v e l o p  a  p r o g r a m  t o  h e l p

E M P L O Y E E S  O F  A I R  C A R R I E R S ,  EAC W O R K E S  W I T H  E M P L O Y E E S  A N D  

T H E I R  F A M I L I E S  T O  D E A L  W I T H  P E R S O N A L  P R O B L E M S  W H I C H  M A Y  A F F E C T  

T H E I R  P R O D U C T I V I T Y ,  H E A L T H ,  O R  C O N T I N U E D  E M P L O Y M E N T ,  T H E  B A S I C  

A S S U M P T I O N  O F  T H I S  P R O G R A M  IS T H A T  A  H E A L T H Y  E M P L O Y E E  IS A L S O  

A  S A F E  E M P L O Y E E ,

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

t i o n  O N  A I R C R A F T  A C C I D E N T S  IN A L A S K A ,  I N F O R M A T I O N  S U C H  A S  T H E  

C A U S E  A N D  T H E  T Y P E  O F  A I R C R A F T  W I L L  B E  P R E P A R E D  IN A N  E A S Y - T O -  

R E A D  F O R M A T  A N D  D I S T R I B U T E D  T O  A I R  C A R R I E R S ,



T h e  A l a s k a n  A v i a t i o n  S a f e t y  F o u n d a t i o n  i s  b e i n g

D E V E L O P E D  IN C O O P E R A T I O N  W I T H  T H E  I N S U R A N C E  I N D U S T R Y ,  T H E

F o u n d a t i o n  i s  w o r k i n g  w i t h  R o b e r t  J .  C a r n i e , A v i a t i o n  S a f e t y  

C o n s u l t a n t  w i t h  t h e  i n t e r n a t i o n a l  i n s u r a n c e  b r o k e r a g e  f i r m  o f  

R e e d  S t e n h o u s e , t o  e s t a . i s h  s a f e t y  p r o g r a m s  r e c o g n i z e d  b y

T H E  I N S U R A N C E  I N D U S T R Y .  C A R N I E  H A S  E X T E N S I V E  E X P E R I E N C E

F L Y I N G  H E L I C O P T E R S  IN A R C T I C  E N V I R O N M E N T S .
• /

In  a n  e f f o r t  t o  r e d u c e  i n s u r a n c e  c o s t s ., t h e  A l a s k a  

A i r  C a r r i e r s  A s s o c i a t i o n  h a s  p u t  t o g e t h e r  a  g r o u p  W o r k e r s - 

C o m p e n s a t i o n  In s u r a n c e  p r o g r a m , T h e  A l a s k a  D i v i s i o n  o f  

In s u r a n c e  h a s  i s s u e d  f i n a l  a p p r o v a l  f o r  t h e  A l a s k a  A i r  

C a r r i e r s  A s s o c i a t i o n  (AACA) W o r k e r s ' C o m p e n s a t i o n  p r o g r a m .

T h i s  p r o g r a m  i s  a v a i l a b l e  e x c l u s i v e l y  t o  m e m b e r s  i n  g o o d  

s t a n d i n g  w i t h  t h e  AACA, An i m p o r t a n t  p r o v i s i o n  o f  t h e

P R O G R A M  IS T H E  R E Q U I R E M E N T  T H A T  P A R T I C I P A N T S  IN T H E  P R O G R A M  

M U S T  B E  A C T I V E  IN S A F E T Y  P R O G R A M S  E S T A B L I S H E D  B Y  T H E  AACA
B o a r d  o f  D i r e c t o r s , T h e  D i v i s i o n  o f  I n s u r a n c e  h a s  a l l o w e d  

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

T h e  p a r t i c i p a n t s  in t h e  p r o g r a m  t o  d a t e  w i l l  s a v e  a n  e s t i m a t e d  

$ 8 6 , 0 0 0  IN P R E M I U M S ,

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  e x p r e s s  o u r  v i e w s

O N  A V I A T I O N  I N S U R A N C E ,
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Pilots fSsten s
V*: > •  * ’ '■• ••- x .v;. [. . By J.K. MARSH. ??  ' .

y& * ip  p  Dally News Staff Writer r* >  • -•'
•; ,■ I-** Alaskar aviators 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 commercial 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

•». m  [-j- • r  . *  e \ r .  *»•”  : v - * <i  v Aircraft owners arid operators throughout Alaska have 
^•^-"faced Insurance premium Incroasos that havo moro 
! than doubled their payments In tho last tow yoars. In- 
I • ’̂ croasos aro blamed on tho high porconlago ol accidonts
■ J n  tho state, and the roluctance of most Insuranco i -T* writers to got Involved. Androa Smith photo-' \\
■  ̂  ^_h___!___'__! ! i

' resident as the rest of the U 5. 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. . r, . .« . . $ § &
Alaska Senate Bill 277, introduced March 12,Aw.ou^

• establish an Aviation Indemnity Corporation of Alaska to 
provide another market for insuring; the aircraft operators in 

. the slate. Initially funded by the sta te, the corporation would 
exist independently and would set rates at a competitive 
level. It would not depend on state subsidy for continued 

..operations. ." .. ■..*. ■. . := ypC-15
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 1 
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. ^

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

Breed said he has liad no liability claims filed against him 1 r. - 
since he started as an air taxi operator in 1973, and only one - f' 
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 I - . 
air taxis, instructors and private pilots alike. i.

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 - p  
the coverage 1ms fallen from $900 to $1,000 deductible on K' ; L 
ground insurance and from five percent !o 10 percent T.Y •'■'p 
deductible on air insurance. . I ) ' . . .  . '

“ You can hobnob for one or two dollars more to cover fuel
A.*. • >. . . . .



.'s' in s u ra n c e  ra te s
increases, but you can 't tell a guy you need to charge $20 
m ore an hour to cover the in surance," Cousins said.
■ Breed said it looks like his rates would have increased by 

about 500 percent over the past two and a half y ears ,"an d  
that’s with no claim s agains* us at a ll."

Adding to the increase is the new policy  requirem ent that 
Breed carry  year-round insurance for  all his fleet, although 
one-half to tw o 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 com e partially from  higher a c ­
cidents rates. Between 1974 and 1978, there were alm ost five 
tim es as m any ncnfatal air taxi accidents per 100,000 hours o f 
flying tim e in Alaska -15.2 - as in the rest o f the U.S. Nonfatal 
general aviation accidents per 100,000 hours were m ore than 
double those in the rest of the U.S. during that period.

A 1980 specia l study by the National Transportation Safety 
Board concluded that the m ajor factors contributing to the 
high air taxi accident rale in Alaska are the "bush  syn­
d rom e ,"  inadequate airfield facilities and com m unications, 
and inadequate weather obseivations and navigation aids.

One recom m endation was safety program s which reiterate 
the hazards of the "bush  syndrom e,"  which is  ihe willingness 
o f (lie pilot or the passengers to take unwarranted risks to 
com plete a flight in hazardous conditions.

. Other recom m endations include im proved maintenance o f 
runway facilities, especially in sm all villages; increasing 
weather observation stations and im proving w eather in-

nep. L A / I I  D n n cj, u~i a., najuifi Ulai IUil SOOHI oCCUriiy '
benefits atG5 is enshrined in our culture, expressed fears that 
the m easure m ight prove politically unacceptable.

People retiring at age G2 under the plan would receive 64

in sh
right direction/-- • r • • •- "•>. * •”

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 A ir F orce  Base in C n lifc  la 
and the backup site at White Sands M issile Range in h e w  
Me Y U , • “

form ation com m unications; and location o f a F ederal 
Aviation Adm inistration principal operations inspector and 
principal m aintenance inspector at Ketchikan, N om e, Bethel 
and other regional hubs. ;Insurance companies are in the business to insure, 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 (low er 48) m arket 
was strong, but they had a terrible experien ce ," said Ken 
M oore, d irector o f the slate  D ivision of Insurance.“ Over the 
last 11 years their true loss - loss1 against prem ium  - was 139 
percent, and som e years it wall up to 219 percent. They 
gradually cased out instead of ad ; usting the price stru ctu re."

In 1979, L loyd 's syndicate w rote $13.9 million In insurance 
covering Alaska aviation, while com panies low er 48 
wrote only $1.2 m illion, M oore said.

"B asica lly , L loyd 's is the only m arket, and t iit j re keeping 
up with losses by the expedient .if adjusting their rates to 
con fo rm ," he said. -

Moore said the proposed state aviation Insurance co r ­
poration ,"isn ’ t any guarantee rates will go down at all. It’s to 
m ake a m arket that's a ccessib le  by local agents. I f  nothing 
else, it m ay ja r  London to opening up the m a rk et ."  I

"A viation  insurance in A laska has been like this 
h istorica lly ," said R ick  H ard^ is le of H ardcastle-D avies 
Insurance in Kctcliikan. "P e a k s  am 1 valleys. A fter a year or  
two of good experiences, w e get m i rc com panies in vo lved ."

"T h e  com petition aspect ca m e  I ome tliis year, and the 
com posite of dcatlis and accidents over the last few  years 
finally caught up with the industry ," he said.

The am ount o f dam ages per a x ic c n t  can lie m uch higher 
fo r  airplanes than autom obiles ard  Hardcastle sa id ,"th e  
trend in dam ages per accident, pa ticularly fatalities and 
partial disability, has gone from  fa  r to w orse ."

Far m ore people own autom obiles, and the cla im s are 
generally sm aller, so  that a  com pan y 's  losses can  be better 
predicted. "R ut in aviation, you  m ight wipe 20 people out 
with one a cc id en t," H ardcastle said.

The result of higher insurance c is ts , coupled with in­
creasing fuel costs, is h igher a ir  taxi rates. “ W e 're  already 
pricing ourselves out o] the local recn  ation m a rk e t ,"  Breed 
said. /  ; /  '• .

Salazar said that tlus state should start building m ore  
airports. Wheel planes arc faster, cheaper and ca rry  
m ore ,"In  the future I don 't think it will he ccon om icn l fo r  
Boat planes to operate, except into tin  la k es ."

If oilier insurance w riters get involvei in the m arket again, 
the prem ium s m ay peak and start hern ing down again. But 
insurance m ay stay high, m aking flying in Alaska accessib le  
less to Uiose who do It for  pleasure, jn d  m ore expensive for  
tliose who fly out of necessity.

ly/T7!?
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by K a ren  R n n s p o t . ,  y r / t h  t'i^V dem n lty  C orp .’ o frA la s lu i,' fa sh io n ed ;> .t lo n  up to $30 m illion  to set up shop. >*~ . • 
^HmMWriitr,} i<*' y V i 'v  *• ;•. afCei* the state 's , m edical* n in lp rac- '• and the loan would be repaid from ' ;
( i Six A laska state  senato rs a re  p ro -r, T ice  Insurance co rpo ra tion , v o / p r e m i u m s  co llec ted . ' . "V . •  « .
. [joslng the s ta le  get In the business o f The conwrntlon would sot i-oj * . to *««i   —  --»■------------ —

'A- :• ■ •/ <1
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■ (Xtslng the s ta le  get In the business o f The corporation  would set fe L ,"  / ir m xl o jx 'ra to rs , unhappy with 
‘ aviation Insurance. 1 p , qu irem en is (o r Insurance nnd e s m b - r i s i n g  insurance rates , and Insurance

But an aide to Sen; R icha rd  E l i n A 1 lish p rcm  urns that would be neither , *■ b roke rs , concerned the s ta le  mny'be, 
son said he sponsored the le g ls la llo n 'Y ;"e x c e s s iv e " ' not4 " in ad q u a te ." 'T h e  ' entering the ir business, a rc  meeting ns a ’ p e a n s  o f spnrk lng discussion^ ! b ill dofinos ovrocciun nr ------------- --------

Tuesday, March 17,1981, Tlic Anchorage Times R - l
............... ~ -fV  VJII UUVUI Ul till' UIVI-«... -j. , • i i v  danger the so lvency o f the c o i p o r a * s lo n  o f Insurance said the admin*

■ The-Senate 'b ill'w as in troducedA M lon  o r  d estroy 'com pe tition  In "tho.',' Istrntion Is not taking a position on 
ln s tn veC k |b y  the S llkn  R epub lican ri'"n v ln tlon  Insurance field.'. ’ f ' v  the leg is la tion , he said the high ra tes j
nnd<would (c rea te1 the Aviation In- ,'v., >t*Tho s ta le  would loan .thc.Coqrora . nre caused, at least in pa rt, by high >

<   — ,—   ------

M

a f 1

insurance' rate-, woes
- - 1-" ket, L loyd 's o f London. • *!v' ’ • "D u e 'to  la ck  o f c om pe llllo n  (D u fi'to  lack o f c om pe llllo n  (in* • iloss ra les  In A lnskn. M'l, i«iuyu .*> ui uuiiuuiii .._____ ____

j»l ' "T h e re  Is no place In the w orld  I H ow ever, statistics fo r  Am erican nv jn tlon  In su rance ), n lr la x i o iv ra -
/ they fly  like we fly  up h e re ,"  Ken , Insurance companies In 1978 show V ' tors a re  fo rced  lo  pay unreasonab ly
wM oore said, That statem ent I s -• losses o f $<5.4 m illion  In A laska com* ''h igh  ra te s ,"  M ary  LaVnn o f Him-
'• backed up by a 1980 National T ran s- |x \red  to p rem ium s o f $7.7 m illion , son ’ s o ffice  said. The senato r Is a lso
bp o rin lio n  Safety Board report thnt Thn l was the y ea r the Am erican  In - , .concerned about a rum o r Lloyd's
,'i.says A laska's non-fa la l a ir  taxi acct-' su ra  nee companies pulled out o f , 'm ay be considering pulling out the
Ldon t ra le  is five times the national A laska , M oore said. ,■ A lnskn m a rk e t, she said.
/'average . The fa ta l a ir taxi nccldent London's ra te s have "v ir tu a lly  ' *Tho leg is la tion Is designed to
' ra te  Is double the national nvcrage . doubled, nnd in cases .trip led , in the , sp a rk  discussion, LeVnn said , and

• M oore said it Is d ifficu lt to com - Inst y e a r ,"  M oore said. E lla son  hopes to ge l Input from  the
"» pile figures com paring ra le s  charged And E  ,nson is concerned those nvintion nnd insurance Industries.
• to losses paid since most nv ln llon  in- • rnto increases w ill torn, snme a ir  "The ha -̂i -vnv m m-i mnm r»n
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r  '■ . ^ T S B S J ^ ’ 9 i f wCarcn Rnnspot i , '.’•» $ • '../••Y* .' M 'v  te rnn live  Irans.H irlation ,' pilots fin d '... 
j»WHi«r ••>.'• ’ •*•>- themselves ."pushing the w e a k e r ,"V v

'flie rs
Ketchum said .

I ' I •*, , , i ,* I I iui .*> uiuii \ i juuy l
’ i " I t * i s  a Comhiiia llon o f.th q  sue-*.,i out in support-Oh opposition 
M ly  people and' ju r ie s ,"  W ilbu r v  b ill.1 •'• ■«< ‘ * ■ ' »;
II } Tnc publi.. thinks the I n S u b n n c e M o s t ,of  th e 'o p e ra to rs  «o 
' i [panics a re  ripping them  o f f  and •■*'.'Cclvetl n 'copy o f the bill Wed
('u rio s  make la rgo  settlem ents InV j. 'nnd they haven't had time t o   , ........
• js jn v o lv in g  insured pilots'. They ,'L ’ ; It, Kotchuni said, but nil think som e--J lO .fiC O . 
o r r s t o p  to think that those Awards'L l, thing must b c 'd o n c ." ; . .''.'i 1 '• And sin
( .'passed a long th rough'Increased ’ [Kotchum 'thii'lks part o f the p ro lv  \  a re  mortci 
V|S!, M, l  M v i♦'■‘ 7 /  lem  Js-the Tack o f competition In v
j 'When'losses a rc  higher Ilian p re -1 . ,' A lnskn, Since American in su ran ce1

since most a ir  taxi n lrp lnnes • 
a re  m ortgaged, the ope ra to r Is also 
required to c a rry  hu ll Insurance to * 
Cover the cost o f rep lacem ent in 
case o f a crash . The hull insurance Is •."m s , the Insurance com panies ,V ' com panies pulled out o f the m arket 

1 ho choice but to' rn ls6 ra te 1,"  [*' in 1078,'L loyd 's o f London Is me on ly ., cu rren tly  running about 10 percent o f
•u rs a id .' ...................... ' f ' . u’  c°m p«ny w illing to insure Alnskn pi- the value o f the a irp lane o r  $10,000
.nd because Ih o rcT s .o flen  no nb '.‘ lo ts, "T h e y ; lu ive ' a m onopo lv ." fo r a  sioooooninnn-----------------------------

rum or that L loyd's o f Lo»don Is 
A ir taxi opera to rs a re  required b / /  considering pulling out o f the A laska 

ij (he courts' nnd the pub lic 's 'n tti* .^ ; W ilbur-said ; which lends to (he h ighT ' statc  law to c a rry  liab ility  insurance, aviation m arket might be good news, 
w 'Y  toward insurance '.'companies /(A accident rate , in A lnskn. A laska's While Ketchum  said p ilots rea lize  h Kctchu.m imld.' I f  no Insurance was 
ii'.j causing aviation insurance ra tA s." “ nnn-fntnl n lr  accident rate is fiv e ;' the Insurance Is essential to p ro tect' f  ava ilab le  and "the  public could not 
!l iy rocket.'ncco rd ing  to one lo c n l/O t lm c s  the national average and the ('th e  pub lic /ho said 200 t o 300 porcen l , j ( fly  anywhere, the prodie : (o f  Inaur* 
a tnx l opclrn lor, ’ Another thinks ‘ jf f/n ln l n lr  accident ,r.uo is double lh o ^ i;rn ln  Increases this yen r a re  endnn* I ' itn coco su ) could come lo  ligh t,"
I on's mono|X )ly on'A lnakn t\v lu ;'-v  national a v e ra g e .' (  'iV '/gering m any n lr tnxl opera to rs . - v f '  A ' lo c a l Insurance agent, Lol*
' 'In su ra n c e  In the rea l p rob lem ] ' •  ’ been use of the high cost o f gctA ,'. One p ilc l Is facing a $30,000 Insur-L'* C la ry , defended tho rate Increases 

im e n lr taxi o p e ra to rs ,a rc  .'fnc\l7< ling Insurance, n lr  tnxl opera to rs a re .) ranee b ill this yen r, Ketchum  sa id ,’ . f-and said the reason fo r  the sudden 
nsurnnce ra le  increases o f 200 to ^ 'currently studying proposed leglsln-*'*, icom pared to $12,000 last yen r. That f‘ f.'Jump was that ra tes have been loo 
),Crcent. B u l"Joe  W ilbu r of,AVil-,j‘(.|t lo rt.th a t.w ou ld  set,up a state avin- » kind of increased cost o f business Is ;*' low fo r  the past* 10 yea rs . ' 1

d ifficu lt lo  pass along to passengers . i JM’.'..*•»v / r V  • '
without losing business, he said. v *-'-*• ,

L iab ility  insurance fo r  passen-'
'. ge rs is running Inctween $1^00 to .

$2,500 iner sent plus another $1,000 ' 0 1 
only re- : : $1,700 fo r the a irc ra ft , Ketchum  sal I,s

b ill Wednesday »' which means linb ility , fo r  u seveu*'(
had tim e to review  ' . ivissongcr riane  . m i g h t r u n j j
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* - ». *„ • i rc ira n c c  wns a catastrophe ," 

C'.urk thinks it is tim e he
Jby Karen RnnspotrA 'r-• »•''• ** ’
jjnmftiWjiiws*V The firs t ’̂ s lcp  to w a rd ' lo w c rh ig v ’o th c rs a fe ty c o n s d o u s n ir ln x lo p em - 

A laska's skyrw rkctiog aviation in su tv ., ‘ io>‘s quit paying fo r the losses p iled ,, 
ance ra tes is to get the unsafe pilots >. ,up by the sloppy opera to rs , h <
a . .» * u #% A u  n , n  i > • . » » V- l n r n r n m m n n r l c  n c f n f n  tn

• i , > ‘ »v ,* ' . *' , '
•Ing Is d ifficu lt. The N om o -K o tzeh uc . go o u t ' lo  qomm lt su ic ide," C lark
n pn n Uni* rt Kl /ill n r e lf ln u l  iVi I n  P  m m  * ' t.l U.,i -  «  —. .. .. t  i t . . .   L i _ _ ... _ 11

innce
Out o f the a ir , the chairm an o f the-’ ,* He recom m ends a sta te  grant to 
Alaska.*, Air,- C a rr ie rs  Association v the recen tly ;fo t'm ed  A laska Safety 
(S a y s / ’ V  ■.••‘ 4 • t / - , r r , ; t F o u n d a t i o n . • T h e • m o n e y .c o u ld . b e ..
!••• And he thinks the way to re a t ih 'y u sed  to institute a 's a fe ty 'p ro g ra m ,; 
Ihetr. is through their pocketbooks. ' .■• both fo r  pilots and m anagers o f a ir  k 
[•■Craig C la rk , says sa fe  nv ia to rs '.; taxi operations.. , .
a re  hav ing 'to 'pny  higher i n s u r a n c e i f  insurance companies o r a  state 
b'ills because the poor pilots nrc,hnv-';y  insurance .‘ p rog ram  o ffe red  gradu- 
jing a ll the accidents. He thinks n p r o b a t e s  a reduced prem ium , (he rcspon-,.* 
posed s ta le "V la t io n  In su rancc .p ro4 ': s ib lc - o iw ra to rs  'would gOt an eco-. 
igrnm ih ia y  ,pe  a 1 solution- fo r , tho ••*. nom lc break' while bad pilots would 
[safety*consclOUs pilots.' But lie ’ s a lso .4** have to pay fob the ir own crashes. 
(W orried that the prog ram  m ny'be-’ ' / ' ' ' The Fede ra l Aviation Administm** 
income n subsidy 
f t. "A 'Subsidy 
ftlie  p rob lem .! It  w ill just 
(bad ope ra to rs  -to .con tinue ,"A C la rk '" : tinue lo  add to the accident ra te  in 
isays.* Se lective underw riting w ould ','•,-A laska, C la rk  said.«,"I don't l>e licve4' 
keep the bad opera to rs out and a llo w ‘v  FAA has-1 enough ; 'personne l-; (in ' 
t!>i good opera to rs to pay low er pre* 4 A laska ) to police the op e ra to rs ."  y- 
nuums. ‘ . . The accident prevention coordi
■.* ‘.'U sua lly  you buy insurnncd to' . 'n iu o r  fo r .the ‘ Fede ra l fA via lion Ad 
Lcover a catastrophe but this ycu r my ' m inistru tlon In Alnskn agrees pollc 
(si. t- i ,' , i : ‘.I'vMr.ui!^ e4.v j «.‘ , ■: ’ . ' • < » .  ** :+  f*i*w^ci.iiaitiii4.i,*ik*-*••• ••'4»»i

a rea  has a high accident rate , Gene 
, M orris said, but most o ''th e  •'acci­
dents take place In Bus,. „ ,e a s  fa r  
from  the population centers, i 

. i  > "The area is so la rge you could 
■ put n 100-man o ffice ,in  the a rea  nnd 
•s t ill have troub le covering It ."

But the martnger o f an a ir  taxi op- 
‘ ;e ra t lo n  ’ p lays nn Important ro le  in 
, .keeping accidents t o - a  m inimum , 
1 Despi te 'the high 'accident rate fo r

said , but som e o f them might as well.
, M orris  agrees the sa fe ty  founda­
tion is n good iden, but like C ln rk , he 
doub ls it.w ill bo e ffec tive unless it is 
tied to som e fo rm  o f economic Incen­
tive such as reduced insurance rates."

Accident prevention specialists 
i fee l they a rc  putting on a dog nnd 
pony sliov • fo r  the em p ty ' s e a ls , ' 
M o rris  sai t. The pilots and manng-” 

• e rs w lllirg  to Invert th e 'lim e  and

ibsidy program .' 4V » ' ; ' ly v . l i o n  Is not doing a good Job o f polic-'. 
asidy is not going lo ’ so lve ” ,'? Ing p ilots In’ A laska and that a llow s ■ 
em. i l t  w ill ju st a llow  th c ^ / lh e  irresponsib le o ;o r a t o r  .to c o n -/

■'the a rea , N c lsoh 'W n lkc ro f Kotzebue ^ . m oney 1 1 attend the ciusses usually 
. ' recen tly  rece ived an aw ard  fo r '3 0 - , a re  not 'he ..ones who need tc ue 
• .y e a rs ,o f accident-free f l i g h t . "* *' ‘ V there . .'* - :tC '
'■ i " A s :o o n a s h  pilot leaves the fo ld , v  B u f  while nvia ilon 'c Insu rance 
■of Die guy who Is keeping a tight '•'•rates have sky ro cke ted ’ this yenr. 
rein , they 1 e l the sam e accident rate f,'^ .M orris said, there is some hoi>e nn 
as everyone e lse ,"  M orris said. I. ‘  j the horizon! Insurance ra te s tend to 

Because o f nn ove rsupp ly 'o f n l r i ' . ^ S  il y par lw 0 1)011111(1 accident 
( la x l o|zcratlons and the m arg ina l  ̂ 111,05 ani1, so fa r , 1981 is'n s a fe r  yenr 

p ro fitab ility  o f the business, there is 1 .'than 1980 wns. <
- .a  lot o f p ressu re lo  tly in 'm arg ina l,v>  T he re  have been six non-fa ln l a ir 

wenlhoi* o r  to o v e r lo a d .a irp la h c s ,'s ' la x i accidents and one fn in l nccl* 
<• • C la rk  s a i d . *' •> ' ':•” ?.•■»• dent, M o rr is (sn .d r During ih d ‘&irrio

Otherw ise,' • the po ten tia l) ’ c u s - ; ‘ - period , the previous five-year annual 
lo in e r m ay take his business e lse- ' ave rage  was 11.2 nOn-fnlal accidents 
where, he added. "Most p..ots don't 0,1(11.2 fa ta l accidents, 'rr^' '-f '

;k

,bi-‘ ̂
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fourth year .''P rivate  contril*jtlons 
from, the Industry would Increase 
over the first five years from 
5150,OtX) to $500,000 during the name
period, and user fees, collected from

f  . aircraft accidents. w e are w ting o Keep t ( t h e L
p  ™ * lralnln*  P1r°8 "* m; opcrQtlng tax) and odd to It If necessary to '1' th A  under the umbrella of a tax-exempt ■ , fun(1 l h l s D  jd . • * ,
i^ 'foundation, would be specifica lly  to ll, ,l _  , g ’ , , . rn

{?’ by Dill Dlcstlngton Ing to governm ent statistics. * Am erican Airlines has the man*.
iV-Ttmof wrin-r ■ ' 'yl. If the Legislature funds the Initial -A pow er now, but they may not hnvo It
l.-r The Alaska Air Carriers A s s o c la - -  C0H( 0 f Getting up the program ,' the.'', next y ear ."

tion is seok 'ng a 51-mllllon f a t e '•>association hopes that stale aviation. * As Decgnn explained, the firm 
jj ’̂ grant lo begin n slnlc-of-thi a r t , f u e l  taxes can bo used to support It ’ lu\n protwsed to interview the m ost'
'.tra in in g  program  aim ed at reducing , 0n a regular basis. .' .' . , • ’ /  experienced Alnskar. pilots — survi- , pilots nnd m echanics who tnk ‘ the

, "W e are w lllingito keep it (th e ■’•••' v ors. P3 5hc put'll — to find out why. I specialized courses would lncn?nso
v ........................  ' " ‘ they '.re  still flying, Their methods!-’ from WO,000 to 510),000 during the

^ ^ . ^ “ ^ M T ^ ^ ^ r ^ - Z V r a ' ^ ^ ' s r D e e g a n s a l d .  ■ • : v  And t.jehniques wl't then be incoryo*. sam e period.
Presently, airlines nnd private pi- ’, ■“ n,t0( ,in l,ho 1t,rn n",’,R, progrnm nnd -1 In B rolnted cffort 10 reducc rc ‘-

' passed on to other pilots, ■ , dents and provide lower cosU  for
The second highest caus: ‘nr nlr- mem bers, the association has ,.jst

(ur* nnnounced a reduced nile group plan
•i' rler« Asqnelminn ' • - *ecis minion a yenr from  .he aVf i  rnln* n condition that can b, du;>-

t r  She said the foundation will c ith er '? ; - ’ , • "  /W ™ 1*  by S°Phls“ C,,,cd flighl ’ mu*
l< build a training facility at a central-., > We d like to see that tax turned .
^  izeu location or  transport p o r t a b l e ° vor nn(1 ô r  ftVlntlon, said 
(-1 facilities throughout the state- If the .' D cegan. . . »
v  project Is. approved by the i,Leg- j The Air Carriers Association has 
'1  Islature. . •?' ‘ /-y ;contrncted with tho A m erican 'A ir- f . . . .

T.ie association hopes the t i 'd n - T pri(JS draining Corp. to build the cur- , wou!rl o ffer  participating com panies 
i '/ ln g  facility will help reduce Alask .'s.'v : riculum nnd provide flight ‘ mining "• nnd pilots n way to lower their nlr-

i^ ’ touncation, would txi specifically  
‘-V lored  to im prove pilot skills and r e * 1
t” '.‘.duce the accidents attributiKl to pilot ' ,  lols pay n f°ur cents a gnllon tax on 

'■ -.i,aviation gasoline and 2,5 cents peri•v:
f 'f iv e  d irector-oH h e  A l S ^ r / c a r - 'V - 'T - n 1101' tax on jet fuel. Tho state col- '.cra ft accidents here, she snk 
’1 j rlpra Aeorv-lnllnn ' • ,^ ‘ ICCtS R 1  million U yCft

atlon fuel tax.
:o see thnt tax turned , lai

" I f  we can train pilots to handle 
terrain belter,’ ’ she said, "w e  can re­
duce accidents."

The training program, snc said,

aircraft fatality rate, which is fl e<
t im e s  h ig h e r  thnn n n yw h e re  clso I,' /- .sp en d  n ine m on th s  pu tting  the 

V th c c o u n lr v .  t-’ 1 •" T > ing  p ro g ra m , to g e th e r  u t, n c
r'

'sim ulators. Dcegan said they plan to
t ra in --  

cos t o f

.crnft liability rates In the sam e way 
■ I hat car drivers who have had stu-‘

for w orkm en ’ s comiK'nsntlon.
The new workmen’s com pensa­

tion plan, said Dcegan, provides a re­
duction of about 24 percent for m em ­
bers. To participate, she explained, 
m em bers have to participate i 
sa fe ly  pr gram s sponsored by th.» 
organization. . '■ » !, ,

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

From  1074 through 107H, GOO liven,. '$363,000.
v. w e re lost In com m ercial nnd general - 

)'>'av ia tion 'accid en ts In Alaska; 'J u s t Jl
"W e 're  hopeful wc can lx* fully

. ________  nccldents In Alaska, Just'jl' funded by the Legislature this year.
I ; - o v e r .85 percent of the accidents ,.'f not, w e'll try to make It up with 
•' w ere caused by pilot error, accord- . private funds. The problem  is that

cent training can obtain low er rates, bors." Deegnnsnld
"N ot only are the premium snv-on their car insurance.

The foundation's budget for the 
training program  calls for a 51 mil­
lion grant from the state the first 
yenr, decreasing to 5400,000 by the

I Ings attractive, but the safety pro­
gram s associated with the lasurnnce 
package should help Improve the 
overall accident rate In the state."
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I  am p l e a s e d  t o  have the o p p o r t u n i t y  t o  p r e s e n t  my views 

on Lunate B i l l  277  -  An a c t  e s t a b l i s h i n g  tne  A v ia t i o n  Indemnity 

C o r p o r a t i o n  ol' A la ska .

A v i a t i o n  h u l l  and l i a b i l i t y  r a t e s  have taken a sha rp  in c r e a s e  

i n  the  p a s t  two y e a r s  and a r e  a p p a r t e n t l y  go ing  t o  r i s e  h i g h e r .  

Anchorage Airwayt , I n c .  r a t e s  on ou r  p r im a r y  t u rb o  p rop  a i r c r a f t  

have r i s e n  f rom 1 .30% f o r  h u l l  cove rage  tp  2 . 7 5%  and a r e  expected
I

t o  go h i g h e r  i n  Ju. .e 1 981 .  The l i a b i l i t y  premium f o r  9 , pas senge r  

s e a t s  lias in c r e a s ed  f rom $ 57 0 0 .0 0  p e r  y e a r  t o  $ 1 2 , 4 0 0  p e r  y e a r .
. t

This  r a t e  i n c r e a s e  on o u r  2 tu rb o -p r op  a i r c r a f t  has i n c r e a s e d  ou r  

c o s t  o f  o p e r a t i o n  n e a r l y  $ 5 3 , 0 0 0  pe r  y e a r  o r  a pp ro x im a t e l y  $ 3 0 . 0 0  

p e r  hou r .  Our o t h e r  a i r c r a f t  in su r an ce  was in c re ased  by $ 2 8 , 0 0 0 .  

During t h i s  t h r e e  e a r  p e r i o d  o f  in su r an c e  r en ewa l s ,  Anchorage 

Airways has s u f f e r e d  one h u l l  l o s s  in the amount o f  $ 4 6 , 0 0 0  caused 

by o p e r a t i o n  o f  one o f  o u r  a i r c r a f t  by the f e d e r a l  Covernment. Vie 

have no t  had any l i a b i l i t y  c l a im s .  My p o i n t  i s  t h a t  o u r  r a t e  

i n c r e a s e s  have boon a r e s u l t  o f  the o v e r a l l  r i s i n g  market  r a t e s  

and no t  n r e s u l t  o f  the l o s s e s  expe r ienced  by o u r  f i rm ,  in su rance  

i s  pu rchased f o r  p r o t e c t i o n  f rom high o p e r a t i n g  l o s s e s ,  however 

the  i n c r e a s e  in  premiums has become a  h igh  o p e r a t i n g  l o s s  in  i t s e l f .

A i r  t ax i  f i rm s  can pass t h i s  i n c r e a s e d  c o s t  o f  o p e r a t i o n s  

on t o  t h e i r  cus tomers  hu t  t h e re  i s  u s u a l l y  a p e r i o d  o f  t ime (as 

h igh us s i x  months ) t h a t  tho c o s t  must by abso rbed by the  o p e r a t o r  

because o f  the c om p e t i t i o n .  The schedu led  A i r  C a r r i e r s  a r e  no t

1-
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e xp e r i e n c in g  the  same i n c r e a s e  in  r a t e s .  L loyds  o f  London has 

t y p i c a l l y  been r educ ing  a i r l i n e s  premiums and have now s topped 

those  r e d u c t i o n s  bu t  have no t  as y e t  begun t o  r a i s e  the  a i r l i n e  

r a t e s .

The p r i v a t e  a i r c r a f t  owner i s  ha v ing  a p a r t i c u l a r l y  d i f f i c u l t  

t ime .  Many have dropped in su rance  c o v e ra g e  on t h e i r  a i r c r a f t .

This  r e s u l t s  in  a s n a l l e r  premium base  a v a i l a b l e  t o  s p re ad  the 

r i s k .  A i r c r a f t  s a l e s  t o  the p r i v a t e  p i l o t  have s u f f e r e d  because 

o f  the  h igh  c o s t  o f  in su rance  cove rage  r e q u i r e d  by th e  l e n d in g  

i n s t i t u t i o n s .

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 in 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 imposing 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 Lri Alaska 

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



1. 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).

2. 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.

3. 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

- 3 -



would be a d equ a te l y  compensated . In  >.:he even t  o f  g r o s s  

n eg l ig ence  the  dea th  l i m i t  would be p i e r c e d  and the  

deceased ' s  e s t a t e  would r e c e i v e  the "n o rm a l "  s e t t l e m e n t .  

This  type  o f  l e g i s l a t i o n  would p r o v i d e  s e v e r a l  b e n e f i t s  

t o  the  f l y i n g  p u b l i c  i n  t h a t  a " g r o s s l y  n e g l i g e n t "  

o p e r a t o r ,  as p roven  g u i l t y  o f  such by the  c o u r t  sys tem ,  

would f i n d  t h a t  f ' c on t inued  n e g l i g e n t  o p e r a t i o n s  

would be f i n a n c i  i y  burdensome and the  F e d e r a l  A v i a t i o n  

Agency would be ha rd p r e s s ed  t o  a l l o w  the  i n d i v i d u a l  t o  

c on t inu e  w i th  FA A approved f l i g h t  o p e r a t i o n s .

In  c l o s i n g ,  I  would l i k e  t o  e xp r e s s  iny b e l i e f  t h a t  i n su r a n c e  

i s  a p r o t e c t i o n  f o r  a c a t a s t r o p h i c  l o s s  t h a t  has o c c u r r e d  w i th  

r e a s o n ab l e  p r e v e n t a t i v e  p r a c t i c e s  in  e f f e c t .  S u b s i d i z a t i o n  o f  

A v i a t i o n  In su ran ce  premiums by the  S t a t e  o f  A laska w i t h o u t  p r o v i s i o n s  

f o r  the  fo remen t ioned  s o l u t i o n s  w i l l  o n l y  f o s t e r  a c on t inued  h igh 

Alaskan a v i a t i o n  a c c id e n t  r a t e  and r e s u l t  i n  the  e v e n tu a l  f i n a n c i a l  

f a i l u r e  o f  the p roposed A v ia t i o n  lnemn i ty  C o rp o r a t i o n  o f  A la sKa .

Thank you v e r y  much f o r  y ou r  t ime o hea r  my o p i n i o n s .

- d -



AIRLINES, IN
P . O .  B O X  790  N O M E ,  A L A S K A  9 9 7 6 2  (907)  443-221

A p r i l  9, 1 9 8 1

S e n a t o r  R i c h a r d  E l i a s o n  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  S e n a t e  B i l l  2 7 7

A v i a t i o n  I n s u r a n c e  C o .

D e a r  S e n a t o r  E l i a s o n ,

I w o u l d  a d d  ray s u p p o r t  t o  S e n a t e  B i l l  2 7 7  f o r  i t  i s  t r u l y  
n e e d e d  i n  t h e  r u r a l  a r e a s .

A t  t h i s  m o m e n t  I h a v e  b e f o r e  m e  a  b i l l  f o r  o v e r  $ 1 1 5 , 0 0 0 ,  j u s t  

a r r i v e d  f r o m  o u r  I n s u r a n c e  C o m p a n y .  I f  w e  w e r e  S e a r s  o r  C o c a  

C o l a  t h i s  w o u l d n ' t  b e  s o  t o u g h ,  b u t  M u n z  i s  a s m a l l  s t r u g g l i n g  

p r i v a t e l y  o w n e d  c o m p a n  a t t e m p t i n g  t o  p r o v i d e  n e e d e d  p a s s e n g e r  

a n d  m a i l  s e r v i c e  i n  a \ *ry r e m o t e ,  l o w  t r a f f i c  a r e a .

W e  f l y  a b o u t  1 1 , 0 0 0  p a s s e n g e r s  a y e a r .  S i m p l e  m a t h  r e d u c e s  

t h i s  t o  a l m o s t  $ 1 1  f o r  e a c h  p a s s e n g e r .

R e d u c i n g  t h i s  c o s t  m e a n s  b e t t e r ,  m o r e  e c o n o m i c a l  s e r v i c e  

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

Y o u r s  t r u l y ,

I N C .

c:c: F r a n k  F e r g u s o n

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

March 27, 1981 Ttltpbon* (907) 9  6  6  - 2  2  5  8

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 is 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 is 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 insurance 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 imposed 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 ir.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 local .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 is 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 in 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 W I T H  US! 9 0 7 •  74 7 •  8 6 3 6  -  B E L L A I R  -  B O X  371 • SITKA • A L A S K A



P . D . & G .  A I R C R A F T  

P ^ O .  B o x  81063 
College, A l a s k a  9 9 7 0 8

A p r i l  1 2 t 1 9 8 1

S e n a t o r  R i c h a r d  E l i a s o n  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  E l i a s o n :

I w i s h  to co m m e n t  on p r o p o s e d  l e g i s l a t i o n  r e g a r d i n g  the 
f o r m a t i o n  of the A v i a t i o n  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a .
I a m  a c e r t i f i e d  air c a r r i e r  ( c e r t i f i c a t e  no. F - 2 4 — 7 9 )*

A t  this p o i n t  s o m e t h i n g  has* to be dor.e to p r o v i d e  some 

a l t e r n a t i v e  to the i n s u r a n c e  s i t u a t i o n  w h i c h  w e  c a r r i e r s  are 

confronted, with. R a t e s  of m o s t  of the c a r r i e r s  have b e e n  
d r i v e n  far b e y o n d  the m e a n s  of the e v e r y day ci tizen, p r i m a r i l y  

by  the u n r e a s o n a b l e  r i s e s  i n  i n s u r a n c e  cosv.s. Th i s  has 
c a u s e d  the public to not c o n d u c t  b u s i n e s s  vrith c e r t i f i e d  

c a r r i e r s ,  or to turn to u n c e r t i f i e d ,  uninsured, (and i l legal) 

c a r r i e r s .  There is v i r t u a l l y  n o  e n f o r c e m e n t  a c t i o n  t a k e n  
a g a i n s t  tho s e  i l l e g a l  o p e r a t i o n s ,  a n d  I can u n d e r s t a n d  that 

e n f o r c e m e n t  and c o n v i c t i o n  are d i f f i c u l t .  Part of the s o l­

u t i o n  is for c e r t i f i e d  c a r r i e r s  to be a b l e  to p r o v i d e  se r v i c e  

to the public at an a f f o r d a b l e  a n d  r e a s o n a b l e  rate. U e  are 
h a r d - p r e s s e d  to do that u n d e r  c u r r e n t  co n d i t i o n s .

A n o t h e r  r e l a t e d  p r o b l e m  w e  ha v e  is the v a r i o u s  S t a t e  

a g e n c i e s  a c q u i r i n g  their own aircraft... Some of the? j u s t i f i­
c a t i o n  .1 have h e a r d  e x p r e s s e d  is that it is too e x p e n s i v e  

for the a g e n c i e s  to c h a r t e r - a n  a i r c r a f t , that they can do it 

c h e a p e r  for themselves. I d o u b t  that is true u n d e r  ev e n  the 
c u r r e n t  eco n o m i c  co n d i t i o n s .  T h e r e  is no q u e s t i o n  it w o u l d  

n o t  be true if the S t a t e  w e r e  r e q u i r e d  to p r ovide at the same 

c o s t  the i n s u r a n c e  w h i c h  air c a r r i e r s  must pr o v i d e .  But for 

a S t a t e  a g e n c y  to use s u c h  j u s t i f i c a t i o n  when the S t a t e  is 

s o  i n v o l v e d  as a factor- i n  our high r a t e s  is farcial. (If 

e l a b o r a t i o n  is n e eded as to how i n v o l v e d  the S t a t e  is in 
c a u s i n g  those rates, I a m  sure some of the l o c a l  J u n e a u  o p e r­
at o r s  w o u l d  v e r b a l l y  a s s i s t  me). Low e r  insu r a n c e  r a t e s  w o u l d  
once a g a i n  make it u n q u e s t i o n a b l y  c h e a p e r  for us to do the 

S t a t e ' s  f l y i n g  than it w o u l d  be. for the State to do i t s  own.

Now, b e cause of my v i e w s  a g a i n s t  the S t a t e ' s  i n v o l v e m e n t  

in a r e a s  w h i c h  should be left to p r i v a t e  enterprise, it is 
g o i n g  ‘to s e e m  h y p o c r i t i c a l  for me to a d vocate the e s t a b l i s h m e n t
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of t h e  A v i a t i o n  I n d e m n i t y  Corp. of A l a s k a .  D e s p i t e  the fact 
that I have giv e n  it m u c h  thought, i n  some a s p e c t s  it r e m a i n s  

h y p o c r i t i c a l ,  but at t h i s  p o i n t  I a m  w i l l i n g  to s w a l l o w  a  
bi tter p i l l  a n d  s a y  that I support, the e s t a b l i s h m e n t  of the 

AICA.

We must h a v e  an a l t e r n a t i v e  to the .insurance s i t u a t i o n  
we are f a c e d  w i t h .  So l o n g  as the m o n i e s  w h i c h  the State 

p r o v i d e s  are p a i d  ba c k  o n c e  the p r o g r a m  i s  es t a b lished,  t h e n  

I b e l i e v e  that is a  le g i t i m a t e ,  a n d . i n  t h i s  case necessary, 

use of the r e v e n u e s  w h i c h  our- r e s o u r c e s  a r e  p r o d u c i n g  f o r  us.

S i n c e r e l y ,

B I L L  LEN T S  CH. 

O w n e r / O p e r a t o r

cc n a l l  F a i r b a n k s ' S e n a t o r s  a n d  Representatives:



April 16, 1981

Senator Richard Eliason 

Alaska State Senate 

Pouch V

Juneau, AK 99811 

Dear Senator Eliason:

Below, I 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 I voice 
hopefully is constructive.

Page 1 —  Purpose —  Many feel adequate insurance is available presently.

• should emphasis be on "alternative and economical" insurance? (later 

I'll 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 i'i .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 is a strong need to have projected management

costs, premiums, etc., in order to evaluate what is 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.
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Senator Richs

There is 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 of aircraft
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 SB 277.

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

Thank you.
r

Bradley'L. Shaffer 

P.O. Box 1636 

Sitka, Alaska 99835



TV, . — ----- *
*

•  •i l f l  IF Ihimih 
TC3I LKDOiSGJTMlI POOCH Y - S1ATF CAP1TCX 

JUNEAU. ALASKA W B U  
<?07.At)5-3eOO

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  April 1, 1981

SUBJECT: Aviation indemnity insurance
(SB 277)

TO: Senator Richard I. Eliason

FROM: Linr‘ H - AsP er
~  Legislative Counsel

You h a v e  asked for a description of the o p e r a t i o n  of the 
provisions of SB 277, which would create an a v i a t i o n  i n d e m n i t y  
corporation to provide aircraft insurance in the state. T h e  
p e r c e i v e d  need for creating the corporation is t h a t  a i r c r a f t  
i nsurance in the state is currently available o n l y  thro u g h  
Lloyds of London at very high rates. It is t h o u g h t  that a 
quasi-public corporation backed by the state m i g h t  be able 
to offer coverage at reasonable rates. This b i l l  is p a t t e r n e d  
after the Medical Indemnity Corporation of A l a s k a  (MICA) 
which was formed to deal with the u n a v a i l a b i l i t y  of 
insurance in the area of medical malpractice.

The corporation is established by state law, but Is 
independent of and separate from the state (sec. 010). T h e  
corporation operates through a Board of Directors s e l e c t e d  
b y the governor (sec. 020). The directors m a n a g e  the 
business of the corporation and must prepare a p l a n  of 
operations within 90 days of their first m e e t i n g  (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, 
b y the director of the division of insurance (secs. 060 - 070). 
The corporation may be terminated if the director d e termines 
that the corporation can only prevent substantial u n d e r w r i t i n g  
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 b y  the c o r p o r a t i o n



Senator R i c h a r d  I. JfcLason
Page 2
April 1, 1981
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under guidelines set out in sec. 100. If expe r i e n c e  
indicates that claims and claims expenses exceed premiums, 
an assessment may be levied against the insureds (sec. 110).
If premiums exceed claims and claims expenses the c o r p o r a t i o n  
m a y  return m o n e y  to the insureds by refunds (sac. 120).

Provision is made for sale of the corporation to a p r i v a t e  
corporation u p o n  such terms as may be requi r e d  b y  the d i r e c t o r  
(sec. 140).

Financial support of the corporation is p r o v i d e d  i n  A r t i c l e  3 
of the bill, wh i c h  creates " loan fund in w h i c h  the state 
provides the corporation with loans not to exceed $ 3 0 , 0 0 0 , 0 0 0  
to provide surplus to pay claims of policyholders. The loans 
are to be p a i d  back in annual installments of at least 25 p e r c e n t  
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 T i t l e  21 
apply to the corporation, and a provision exempting the 
corporation fr'rn the open meeting requirement of AS 44.62.310.

LHA:ljb
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April 6, 1981

The H o n o r a b l e  M. Ed Dankworth 
Senator
State of Alaska, District J 
P o u c h  V
Juneau, A l a s k a  99811 

Re: Senate Bill 277

D e a r  Ed:

Your letter of April 1, 1981, plus m e m o r a n d u m  prepared by 
Li n n  H. Asper, Legislative Council, written to Senator 
R i c h a r d  I. Eliason regarding A v i a t i o n  Indemnity Insurance has 
be e n  r e c e i v e d  for w h i c h  I thank you.

Ed, I am not an A v i a t i o n  expert, but w i t h  a work i n g  knowledge of 
same, a close relationship w i t h  Lloyds of London, as well as 
h a v i n g  o v e r  forty years in the insurance business, I feel I can 
speak for.our industry somewhat.

In s urance rates are based more on loss experience than on c o m p e­
titio n  of insurance companies. Lloyds Underwriters b a s ically 
are c o m prised of what in our country are insurance companies, and,
I assure you, the syndicates these Underwrtiers represent are 
c o m p e t i t i v e .

I feel y o u  or pr-yone else read i n g  the newspapers will agree that 
n o t  too m a n y  days go by with o u t  your reading of aircraft accidents, 
and the value placed on planes and lives runs extremely high. You 
state that Senator El'ason r e c eived numerous comments from people 
in the A v i a t i o n  Industry re g a r d i n g  high rates. I have heard of one 
commant, that be i n g  from Sitka; however, the number is irrelevant 
and immaterial. There are m a n y  classes of insuring needs w h e r e  
Llo y d s  is the only outlet for coverage, and their rates are also 
high. I am surprised a Senator, or Senators, would ever consider

A  D iv is io n  o l  B a y l y ,  Martin  &  F a y  In lar n a t io n a l  
8 0 3  W a t t  5 t h  A v a n u a  •  P o u c h  7 - 5 0 2  •  A n c h o r a g e ,  A l a s k a  9 9 5 0 1  •  u H i c a s  I n  A n c h o r a g e  •  K o n a i  •  Sew a r d  •  K o d i a k  
T e l e p h o n e  ( 9 0 7 )  2 7 6 - 5 4 5 4  ■ . .  T e lex  2 5 1 9 3



S e n a t o r  M. Ed Dankworth
A p r i l  o, 1981
Page Two

Re: Senate Bill 277

p l a c i n g  a b i l l  befo r e  the Senate because he, or t h e y ,  w e r e  t o l d  
the rates w e r e  h i g h  and only Lloyds was insuring.

H a v e  y o u  a n y  idea of the stampede of d i s satisfied people, a s s o­
ciations, industries, b u s inesses that would r e q u e s t  the State 
of A l a s k a  supply t h e m  w i t h  insurance coverage if the State e v e n  
considers p r o v i d i n g  coverage for one industry b e c a u s e  of h i g h  cost 
c o m p l a i n t s  b y  a few in that industry? S.B. 277, A v i a t i o n  I n d e m n i t y  
Insurance, follows and refers to Medi c a l  In d e m n i t y  C o r p o r a t i o n  of 
Alaska. • First of all, M I C A  w a s  formed because at t h a t  time n o  
insurance w a s  available for medical malpractice, n o t  even Lloyds, 
and doctors were threatening to leave Alaska. A  f e w  ye a r s  ago, 
p r e c e e d i n g  MICA, I repr e s e n t e d  the State's i n s u r a n c e  age n t s  a n d  
b r o k e r s  on the Governor's M a l p r a c t i c e  Committee -nd, b e l i e v e  me, , 
we o n  this Committee worked our butts off for t h r e e  month.?, p l u s  
in an attempt to solve the p r o b l e m  of m a l p r a c t i c e  i n s u r a n c e  w i t h  
M I C A  as the ultimate outcome, and it was not u n t i l  af t e r  s e v e r a l  
m o n t h s  of diligent, concentrated study that the f i n a l  plea w a s  
p r e s e n t e d  for either the Senate's or House's c o n s i d e r a t i o n .  Yet, 
b e c a u s e  of one or more complaints, not because o f  lack of c o v e r a g e  
availability, but because of high cost created b y  h i g h  loss e x p e r­
ience, a Senator presents a bill to the Senate w i t h  n o  pr i o r  
i n v e s t i g a t i o n  for the cause of high rates. If the A l a s k a  I n s u r a n c e  
Indus t r y  h a d  been consulted, wh i c h  it was not, I ' m  sure S.B. 277 
w o u l d  n e v e r  have reared its u g l y  head. The I n s u r a n c e  D i v i s i o n  of 
the D e p a r t m e n t  of Commerce was consulted and p r e s e n t e d  a b i l l  
An a lysis to the Senate.

T h i s  Bill A n a l y s i s  was presented, it appears, w i t h  v e r y  l i t t l e  
planning, investigation or common sense. Of the e l e v e n  f a c t o r s  
they p r e s e n t e d  favoring creation of the A.I.C.A., n o t  one p r e s e n t s  
any solid thinking or k n o wledge of what's going on. In p r e p a r i n g  
t h i s  analysis, I feel theji (the Insurance Division) could h a v e  at 
least g a t h e r e d  statistics and ~ her concrete i n f o r m a t i o n  f r o m  
speci a l i s t s  of A v i a t i o n  I n s u r a n t  within our State's agen t s  a n d / o r  
b r o k e r s  w h o  are daily underwriting, rating and h a n d l i n g  o t h e r  f a c­
tors of this very specialized coverage. This c r i t i c i s m  also a p p l i e s  
to their p r e s e n t a t i o n  opposing creation of A.I.C.A.

h su rcn ce  ftG encv



Senator M .  E d  D a n k w o r t h
A p r i l  6, 1981
Page Three

Re: Senate Bill 277

Ed, I am n o t  d i r e c t l y  involved w i t h  those of. our i n d u s t r y  w h o  
are f o r m u l a t i n g  a solid front opposing this bill. O u r  o f f i c e  
insures a h e a v y  v o l u m e  of A v i a t i o n  Insurance.

L o i s  Clary, P r e s i d e n t  o f  our Company, heads o u r  A v i a t i o n  D e p a r t­
ment. I am n o t  s p e a k i n g  of h e r  as Mrs. Clary, b u t  Lois is p r o­
b a b l y  the m o s t  h i g h l y  respected Aviation s p e c i a l i s t  in A l a s k a  
a n d  holds the same h i g h  respect on the Lloyds' f l o o r  in London. 
She is m e e t i n g  w i t h  and leading the brokers in t h e i r  opposition, 
and said o p p o s i t i o n  is ba s e d  on knowledge a n d  facts, not the 
f u m b l i n g  and g u e s s w o r k  given to the Senate in the p r o s  and cons 
p r e s e n t e d  b y  the Insurance Division. The p o s s i b i l i t y  of the 
S e n a t e’s even r e c o g n i z i n g  and considering a b i l l  b e c a u s e  a f e w  
felt their i n s u r a n c e  rates were too h i g h  is m i n d - b o g g l i n g .

F r o m  w h e r e  I sit, I w o u l d  say every individual w h o e v e r  p u r c h a s e d  
insurance of any k i n d  feels the prem i u m  is too high.

Ed, I've d i s c u s s e d  the idiocy of this bill w i t h  y o u  and Arliss, 
to w h o m  I'm sending a copy of this presentation. I a m  not 
otherwise i n v o l v e d  ot h e r  than in listening to L o i s  discuss the 
p r o gress b e i n g  made.

I real i z e  this p r e s e n t a t i o n  sounds strong and critical, but h o w
in H  could w e  on the Malpractice Committee s p e n d  so m a n y
w o r k i n g  hours over three plus months being led b y  the C o m m i s s i o n e r  
of the D e p artment of Commerce, Tony Motley, w h o  w a s  assisted b y  
a h i g h l y  q u a l i f i e d  technical consultant imported f r o m  Los A n g e l e s  
b e f o r e  a Bill was presented, when here is a B i l l  b e i n g  p r e s e n t e d  
to t h e  Senate asking for the formation of a C o m p a n y  and T h i r t y  
M i l l i o n  D o l l a r s  to support same w i t h  noth i n g  to b a c k  it upV The 
T h i r t y  M i l l i o n  Dollars could p r o b a b l y  be u s e d  up in a few m o n t h s  
J u s t  pay i n g  or d e f e n d i n g  claims.

tnsLTcnce ftoencv
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S enator M. E d  D a n k w o r t h
A p r i l  6, 1981
Page Four

I a m  enclosing copies of the Bill Analysis p r e p a r e d  b y  the 
D i v i s i o n  of Insurance plus a copy of a P o s i t i o n  E d i t o r i a l  
p r e p a r e d  by L o i s  and other Brokers w h i c h  w i l l  g i v e  m o r e  facts 
f r o m  those w h o  know.

A m e n .

f i U i D E  H . C L A R Y  
'Chairman/CEC
BAYLY, M A R T I N  &  FAY, INC. OF A L A S K A  
d/b/a Clary I n s u r a n c e  A g e n c y

CHC :ines

cc: Senator Arliss Sturgulewski

IrsLran ae  PiGencv



DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT /  POUCH D

'EFKE OF THE COMMISSIONER '  JUNEAU, ALASKA 99811
Phone: 465-2500

April 2, 1981

JAY S. HAMMOND, GOVERNOR

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 y o u r  request for o u r  position on SB 277. We have

taken a neutral position on this legislation. The bill is modeled

after A S  21.88 which w as formed to resolve a market availability 

crisis for medical professional liability insurance in 1976. SB 277 

establishes a similar corporation (A. I. C. A.) to write aviation 

hull and liability insurance for risks in Alaska. More than 90% of 

this market is written in nonadmitted, nonregulated markets such as 

Lloyds of London.

We have prepared a list o f  factors favoring creation of A. I. C. A.

and a list of factors not favoring creation of A. I. C. A. These

are enclosed for your review.

In addition, the Division of Insurance has prepared a section by 

se c tion analysis and a chart of the aviation experience for 1970 to 

1980 f o r  insurers admitted to w r i t e  insurance in this State. These 

materials are also enclosed for y o u r  perusal. The chart of aviation 

experience also lists the experience for nonadmitted insurers but 

the dat a  is not completely reliable since it does not come directly 

from t h e  insurer.

As I noted earlier, we do not take a position of the bill but we do 

have a n  interest in assuring that the proposal is workable and can 

be administered. This proposal does me e t  j;hose provisions.

Very truly yours,

Commissioner

CRW/tt3/7

Enclosures
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Factors opposing creation of A.I.C.A.

1. The principal argument in opposition is philosophical. This can be 

v i e w e d  as placing the State in the insurance business thus in 

c ompetition with private industry.

2. Th e r e  has been no documentation or substantiation that currently 
a v a i l a b l e  rate levels are excessive.

3. Th e r e  has been no documentation or substantiation that current 

m a r k e t i n g  practices are inappropriate.

4. Viab i l i t y  of the program relies on the ability o f  A.I.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.I.G. and A.O.A.

6. Formation of A.I.C.A. may tend to become a monopolistic or exclusive 

market. There m ay not be sufficient risks left to attract other 

m a r k e t s  including Lloyds.

7. There are other market segments that m i g h t  equally argue for 

c rea t i o n  of similar corporations.


