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This division remains concerned about the population of the plan. While
the population continues to decrease, the division feels that many
insureds being placed in the plan could be written by companies on a
voluntary basis. In conversations with agents around the State who
utilize the plan extensively, we have heard that one of the main reasons
for their use of the plan is price. We agreethat for some types of
risks the plan rates are low in comparison tovoluntary market, but
these rates are low because the experience of the plan has been favor—
able. The preponderance of clean risks or certainly "isks that would be
acceptable to companies on a vcluf.tary basis are, to some degree, re—
sponsible for this good experience. The Alaska Automobile Insurance
Plan Advisory Committee has been exploring various methods of depopu—
lating the plan. One method receiving consideration 1is the requirement
that agents give insureds a brochure explaining the plan and advising
that by shopping, they r-.y find companies willing to write voluntarily
at lower rates or with improved coverage and better service.

For several years we have closed this narrative summary with a statement
to the effect that the private passenger automobile insurance market in
Alaska 1is profitable; this year 1is no exception. We are of the opinion
that this profitability will continue. Whilethis division continues to
push for reduced insurance rates, we are not going to hinder the right
of a company to make a reasonable profit. We will continue our efforts
to assure that auto insurance rates in Alaska are neither excessive,
inadequate nor unfairly discriminatory.

Norm Cheney
Insurance Market Analyst
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PRIVATE PASSENGER AUTO LIABILITY MARKET SHARE

Company Name

State Farm Mutual Auto Ins. Co.
Allstate Ins. Co.

Criterion Ins. Co.

United Services Automobile Assn.
State Farm Fire & Casualty Co.
Continental Insurance Co.
Leader National

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.
Horace Mann Ins. Co.

Government Employees Ins. Co.
Industrial Indemnity Co. of Ak.
Industrial Indemnity Co.
Firemans Fund Ins. Co.

Globe American Casualty Co.
Associated Indemnity Corp.
Alaska Ins. Co.

AlU Ins. Co.

National Indemnity Co.

Colonial Penn Ins. Co.
Insurance Co. ot North America
Lumbermans Mutual Casualty Co.
USAA Casualty Insurance Co.
Dairyland Ins. Co.

National Surety Corp.

Industrial [Indemnity Co. of the NW
International Service Ins. Co.
Fidelity & Casualty Co. of N.Y.
Progressive Casualty Ins. Co.
Foremost Ins. Co.

Total Top 30 Companies
Total All Companies

* Based on Top 30 "9pies 1980

Source: Insurance Reports 1979-81

Written

Premiums

(000*s

Omitted)

7,178
6,643
2,282
1,359
1,271
1,195
1,123
1,090
1,068
1,052
870
724
679
638
604
594
579
449
375
307
302
235
217
198
195
192
169
150
143
102

31,676
32,408

%

Market
Share

1981
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.15
.50
.04
.19
.92
.62
.47
.36
.30
.25
.68
.23
.10
.97
.86
.83
.79
.39
.16
.95
.93
.73
.67
.61
.60
.59
.52
.46
.44
.31

%
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Market

Share
1981

22

98.

100

.15
42.
49.
53.
57.
61.
64.
68.
71.
74.
77.
79.
81.
83.
85.
87.
89.
90.
91.
92.
93.
94.
95.
95.
96.
96.
97.
97.
98.
98.

65
69
88
80
42
89
25
55
80
48
71
81
78
64
47
26
65
81
76
69
42
09
70
30
89
41
87
31
62

62

.0



CHART 1

CumuTa-
Written % % % ti ve

Premiums Market Market Market Market

(000"s Share Share Share Share

Company Name Omitted) 1981 1980 1979 1981

1. State Farm Mutual Auto. Ins. Co. 6,051 22.50 20.1 19.5 22.50
2. Allstate Insurance Co. 4.770 17.73 17.8 16.7 40.23
3. Criterion Ins. Co. 1,928 7.17 6.1 5.8 47 .40
4. United Services Automobile Assn. 1,457 5.42 4.0 3.9 52.82
5. Foremost Ins. Co. 1,010 3.76 4.9 - 56.58
6,, State Farm Fire & Casualty Co. 865 3.22 2.0 1.2 59.80
7. Nationwide Mutual Fire Ins. Co. 849 3.16 2.9 2.8 62.96
fj. Nationwide Mutual Ins. Co, 806 3.00 2.5 2.2 r.5.96
9, Continental Ins. Co. 742 2.76 2.8 2.2 68.72
70. Horace Mann Ins. Co. 731 2.72 2.5 2.3 71.44
11. Government Employees Ins. Co. 728 2.71 2.8 2.9 74.15
12. American Family Home Ins. Co. 622 2.31 2.8 - 76.46
13. AIU Ins. Co. 504 1.87 2.2 2.6 78.33
14. Alaska Ins. Co. 453 1.68 1.7 1.7 80.01
15. Industrial Indemnity Co. of Alaska 435 1.62 1.1 1.2 81.63
16. Industrial Indemnity Co. 416 1.55 .7 7 83.18
17. Motors Ins. Corp. 393 1.48 1.7 1.6 84.66
18. Associated Indemnity Co. 379 1.41 1.3 1.4 86.07
19. Firemans Fund Ins. Co. 339 1.26 1.6 2.0 87.33
20. Bankers & Shippers Ins. Co, of N.Y. 314 1.17 1.3 1.5 88.50
21. Leader National Ins. Co. 305 1.13 1.4 2.0 89.63
22. Globe American Casualty Co. 296 1.10 - -- 90.73
23. Imperial Casualty & Indemnity Co. 243 .90 3.7 4.5 91.63
24. Colonial Penn Ins. Co. 203 .75 9 .9 92.38
25. Insurance Co. of North America 195 .73 - 93.11
26. National |Indemnity Co. 187 .70 1.1 1.7 93.81
27. USAA Casualty Ins. Co. 177 .66 .5 .6 94 _47
28. Dependable Ins. Co. 146 .54 - - 95.01
29. Lumbermans Mutual Casualty Co. 131 .49 .8 1.1 95. 50
30. Puritan Ins. Co. 122 .45 1.0 .8 95.95
Total Top 30 Companies 25,803 94 .6* 95.95

Total All Companies 26,896 100.0

*Based on top 30 companies 1980
Source: Insurance Reports 1979-30



CHART

[y
o

11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.

© ooy o~ WwN P
ooy

AlU

PRIVATE PASSENGER AUTO PHYSICAL DAMAGE & LIABILITY MARKET SHARE

Company Name

State Farm Mutual Auto Ins. Co.
Al Istate Ins. Co.

Criterion

United Services Auto Assoc.
State Farm Fire & Casualty
Nationwide Mutual Fire Ins. Co
Continental Ins. Co.

Nationwide Mutual Ins. Co.
Horace Mann Insurance Co.
Government Employees Ins. Co.
Leader Natlor.al Ins. Co.
Industrial [Indemnity Co. of AKk.
Foremost Insurance Co.
Industrial Indemnity Co.

Alaska Ins. Co.

Firemans Fund Ins. Co.
Associated Indemnity Co.

Ins. Co.

Globe American Casualty Co.

American Family Home Ins. Co.

National Indemnity Co.

Colonial Penn Ins. Co.

Insurance Co. of North America
“Motors Ins. Corp.

USAA Casualty Ins. Co.

Lumbermans Mutual Casualty Co.

Bankers & Shippers Ins. Co. of N.Y.

Industrial [Indemnity Co. of the N.W

National Surety Corp.

International Service Ins. Co.

Total Top 30 Companies
Total All Companies

*Based on top 30 companies 1980

Source:

Insurance Reports 19)8-81

Written

Premiums

(000°"s

Omitted)

13,229
11,413
4,210
2,816
2,136
1,939
1,937
1,874
1,783
1,598
1,428
1,159
1,112
1,095
1,032
977
973
953
900
622
562
510
497
399
394
366
345
306
297
289

57,151
59,304

%

Market
Share

1981
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.27
.27
.16
.01
.69
.41
.95
.88
.85
.74
.65
.64
.61
.52
.05
.95
.86
.84
.67
.66
.62
.58
.52
.50
.49
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1981

22.31

41.55
48.65
53,40
57.00
60.27
63.54
66.70
69.71

72.40
74.81

76.76
78.64
80.49
82.23
83.88
85.52
87.13
88.65
89.70
90.65
91.51

92.35
93.02
93.68
94.30
94.88
95.40
95.90
96.39

96.39
100.0
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PRIVATE PASSENGER AU"TO LIABILITY LOSS RATIO

State Farm Mutual Auto Ins. Co
Allstate Ins. Co.
Criterion Ins. Co.

United Services Automobile Assoc.

State Farm Fire & Casualty Co.
Continental Ins. Co.
Leader National Ins. Co.

Nationwide Mutual Fire Ins. Co.

Nationwide Mutual Ins. Co.
Horace Mann Ins. Co.
Government Employees Ins. Co.
Industrial Indemnity Co. of Ak.
Industrial Indemnity Co.
Firemans Fund Ins. Co.

Globe American Casualty
Associated Indemnity Corp.
Alaska Ins. Co.

AlU Ins, Co.

National Indemnity Co.

Colonial Perm Ins. Co.
Insurance Co. of North America
Lumbermans Mutual Casualty
USAA Casualty Ins. Co.
Dairyland Ins. Co.

National Surety Corp.

Industrial Indemnity Co. of the NW

International Service Ins. Co.
Fidelity & Casualty Co* of N.Y.
Progressive Casualty Ins. Co.
Foremost Ins. Co.

Total Top 30 Companies

Total All Companies

Based on Top 30 companies 1979,

Source: insurance Reports 1978-81

1980

Earned
Premium

(000"s

Omitted)

7,081
6,557
2,198
1,409
1,159
1,090
1,207
1,056
1,011
1,023
877
718
479
683
492
584
585
445
403
323
297
252
229
147
192
239
183
140
94
118

31,271
31,734

Incurred
Losses

(000"s

Omitted)

4,589
4,664
1,128
834
1,040
847
535
962
928
392
453
298
294
151
280
222
437
329
254
132
117
141
66

82

88
180
104
23

51

20

19,642
19,940

Loss

Ratio

1981

64.
71.
51.
59.
89.
77.
44.
91.
91.
38.
51.
41.
61.
22.
56.
38.
74.
73.
63.
40.
39.
56.
28.
55.
45.
75.
56.
16.
54.
16.

62.
62.
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Ratio
1980

49.
58.
40.
27.
20.
62.
47.
80.
61.
43.
78.
90.
37.
34.
12.
41.
71.
51.
12.
22,8
51.8
115..1
2.,0
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43.2
55.1
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33.0
76.6
76.6
45.1
35.8
449
83.5
27.3

32.0

45.4
18.2

43.5

50.0



CHART 11
PRIVATE PASSENGER AUTO PHYSICAL DAMAGE - LOSS RATIO

Written Incurred
Premi ums Losses Loss Loss Loss
(000"s (000"s Ratio Ratio Ratiio
Company Name Omitted) Omitted) 1981 1980 1979
1. State Farm Mutual Auto Ins. Co. 5,704 3,082 54.0 55.5 47.0
2. Allstate Ins. Co. 4,661 2,466 52.9 44.3 45.4
3. Criterion 1,705 1,043 61.2 53.0 49.6
4. United Services Automobile Assoc. 1,347 655 43.6 62.4 39.0
5. Foremost Ins. Co. 1,20~ 291 24.2 87.5 45.7
6. State Farm Fire & Casualty Co. 751 476 63.4 56.5 30.3
7. Nationwide Mutual Fire Ins. Co. 806 480 59.6 47 .4 45.9
3. Nationwide Mutual Ins. Co. 754 500 66.3 59.5 63.9
9. Continental Insurance Co. 697 290 41.6 49.6 22.0
10. Horace Mann Ins. Co. 698 328 47.0 53.6 62.5
11. Government Employees Ins. Co. 708 365 51.6 48.9 41.2
12. American Family Home 662 144 21.8 84.4 51.4
13. AlIU Ins. Co. 486 267 54.1 61.2 46.3
14. Alaska Ins. Co. 435 209 48.C 67.3 41.9
15. Industrial Indemnity Co. of Ak. 406 236 58.1 43.8 82.3
16. Industrial Indemnity Co. 279 208 74.6 62.3 39.2
17. Motors Ins. Corp. 414 181 43.7 33.3 36.4
18. Associated Indemnity Coro. 354 121 34.2 43.5 35.5
19. Firemans Fund Ins. Co. 344 148 43.0 53.7 28.4
20. Bankers & Shippers Ins. Co. of N.Y. 318 53 16.7 52.0 33.2
21. Leader National Ins. Co. 305 174 57.0 32.4 43.1
22, Globe American Casualty Co. 222 137 61.7 - --
23. Imperial Casualty & Indemnity 378 51 13.5 24.6 244
24. Colonial Penn Ins. Co. 213 80 37.6 47.0 40.0
25. Insurance Co. of North America 192 78 40.6 -
26. National [Indemnity Co. 205 105 51.2 30.7 30.1
27. USAA Casualty Ins. Co. 166 52 31.3 70.3 42.5
28. Dependable Ins. Co. 129 00 51.2 -- --
29. Lumbermans Mutual Casualty 145 32 22.1 45.6 36.0
3U. Puritan Ins. Co. 164 79 48.2 47.2 17.8
Total Top 30 Companies 24,849 12,393 49.9 53.5* 42 .5*
Total All Companies 25,993 12,866 49.5 53.6 43.1

*Based on Top 30 Companies 1979-80

Course: Insurance Reports 1978-81



PRIVATE PASSENGER AUTO LIABILITY AND PHYSICAL DAMAGE

Company Name

State Farm Mutual Auto Ins. Co.
Allstate Ins. Co.

Criterion

United Services Automobile Assoc.
State Farm Fire £ Casualty
Nationwide Mutual Fire Ins. Co.
Continental Insurance Co.
Nationwide Mutual Ins. Co.

Horace Mann Ins. Co.

Government Employees Ins. Co.
Leader National Insurance Co.
Industrial Indemnity Co. of Ak.
Foremost Ins. Co.

Industrial Indemnity Co.

Alaska Ins. Co.

Fiiemans Fund Ins. Co.
Associated Indemnity Co.

AlU Ins. Co.

Globe American Casualty

American Family Home

National |Indemnity Co.

Colonial Penn Ins. Co.

Insurance Co. of North America
Motors Ins. Corp.

USAA Casualty Ins. Co.

Lumbermans Mutual Casualty
Bankers & Shippers Ins. Co. of N.Y.
Industrial Indemnity Co. of the N.W
National Surety Corp.
International Service Ins. Co.

Total Top 30 Companies
Total All Companies

1981
Earned
Premiums

(000 s
Omitted)

12,785
11,218
3,903
2,756
1,910
1,862
1,787
1,765
1,721
1,585
1,512
1,124
1,319
758
1,020
1,027
938
931
714
665
608
536
489
414
395
397
318
372
291
314

55,431
57,727

Source:on Ins6rdnce<Ripor®!l 13&818~ 79> 80

1981
Incurred
Losses
(000 %
Omitted)

7,671
7,130
2,171
1,489
1,516
1,442
1,137
1,428
720
818
709
534
311
502
646
299
343
592
417
144
359
212
195
181
118
173
53
268
137
163

31,878
32,806

Loss
Ratio
1981

60.
63.
55.
54.
79.
77.
63.
80.
41.
51.
46.
47.
23.
66.
63.
29.
36.
63.
58.
21.
59.
39.
39.
43.
29.
43.
16.
72.
47.
51.
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57.
56.
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- LOSS RATIOS
Loss Loss
Ratio Ratio
1980 1979
52.0 37.8
52.5 51.5
45.7 53.1
42.1 46.7
44 .4 45.4
66.2 51.1
57.3 27.2
60.9 67.9
47.5 51.0
65.7 35.6
44 .4 45.4
74.1 57.0
81.6 42.0
46.5 31.5
69.7 53.0
40.6 30.7
42.2 40.1
56.5 51.6
84.4 51.4
18.7 14.9
32.3 28.0
51.7 47 .4
33.3 36.4
43.7 39.3
88.0 37.5
52.0 33.2
57.4 55.2
50.7 40.2
51.9* 43.0*
52.2 44.0

Loss
Ratio
1978

40.0
47.7
62.3
30.8
37.7
43.3
47 .4
65,5
50.4
62.9
37.7
10.0
33.6

44.8*
45.6

Loss
Ratio
1977

44 .2
56.3
60.8
53.4
3.5
56.3
52.4
34.8
71.2

23.4
79.9
51.1
51.5

51.4*
52.9
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EXHIBIT 111
CHART 1

Company Name

State Farm Mutual Auto. Ins. Co.

Allstate Ins. Co.
Criterion Ins. Co.

United Services Automobile Assn.

State Farm Fire & Casualty Co.
Continental Ins. Co.

Leader National Ins. Co.
Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.
Horace Mann Ins. Co.
Government Employees Ins. Co.
Industrial Indemnity Co. of Ak.
Industrial Indemnity Co.
Firemans Fund Ins. Co.

Globe American Casualty Co.
Associated Indemnity Corp.
Alaska Ins. Co.

AU Ins. Co.

National Indemnity Co.

Colonial Penn Ins. Co.
Insurance Co. of North America
Lumbermans Mutual Casualty
USAA Casualty Ins. Co.
Dairyland Ins. Co.

National Surety Corp.

Industrial Indemnity Co. of N.W.

International Service Ins. Co.
Fidelity & Casualty Co. of N.Y.
Progressive Casualty Ins. Co.
Foremost Ins. Co.

PRIVATE PASSENGER

Earned
Preinium
1981

7,081
6,557
2,198
1,409
1,159
1,090
1,207
1,056
1,011
1,023
877
718
479
683
492

irt
445
403
323
297
252
229
147
192
239
183
140

94
118

Loss

Adjust-

ment

Expense

13.
14.
12.
16.
2.
12.
8.
9.
9.
8.
14.
11.
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LIABILITY EXPENSE EXHIBITS 1981

Other

Acquis.

Cornssn. & Field
and Supv. Gen

tirkry. Collect. Expns.

2.
9.
2.
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(283.
16.
23.
8.

8.
14.
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15.
15.
16.
16.
16.
17.
1.
27.
1.
14.
15.
3.
1.
16.
15.
17.
16.
18.
20.
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and Fees Total

Incurred Expns.
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31.
3b.
31.
27.
23.
45.
46.
33.
33.
33.
28.
42.
42.
33.
49.
33.
35.
58.
53.
33.
43.
45.
38.
25.
33.
42.
43.
45.
49.
46.

1
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Permis.
Loss
Ratio

68.9
6d .9
68.4
72.7
76.7
54.4
53.8
66.6
66.6
66.3
71.9
57.4
57.4
66.3
50.5
66.3
64.9
41 4
46.4
67,0
57.0
54.1
61 .4
74.8
66.3
57.4
56.2
54.4
51.0
53.4

Act—
ual
Loss
Ratio

64.9
71.1
51.3
59.2
89.7
7.7
443
91.1
91.8
38.3
51.7
41.5
61.4
22.1
56.9
38.0
74.7
73.9
63.0
40,9
39.4
56.0
28.8
55.8
45.8
75.3
56.8
16.4
54.3
16.9

Comb.
Loss
Ratios
Col. 7
and 9

96.0
107.2
82.6
86,5
113.0
323.3
90.5
124.5
125.2
72.0
79.8
84.1
104.0
55.8
106.4
71.7
109.8
132.5
116.6
73,9
82.4
101.9
67.4
81.0
79.5
112.9
100.6
62.0
103.3
63.5
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CHART 11

PRIVATE PASSENGER PHYSICAL DAMAGE EXPENSE EXHIBITS 1981
Other Comb.
Loss Acquis. Taxes, Act— Loss
Earned Adjust— Comssn. H Field Licenses Permis. ual Ratios
Premi um ment and Supv. Gen and Fees Total Loss Loss Col. 7
Company Name 1981 Expense Brkrg. Collect. Expns. Incurred Expns. Ratio Ratio and 9

State Fann Mutual Auto. Ins. Co. 5,704 9.8 1.8 10.6 2.7 2.2 27.1 72.9 54.0 81.1
Allstate Ins. ro. 4,661 7.6 7.6 6.3 3.2 4.3 29.0 71.0 52.9 81.9
Criterion Ins 1,705 11.8 3.1 10.7 2.6 2.9 31.1 68.9 61.2 92,3
United Service .tile Assn. 1,347 9.7 .5 7.4 1.0 8.3 20.9 79.1 48.6 69.5
Foremost Ins. t 1,201 5.0 29.5 17.1 4.5 3.0 59.1 40.9 24.2 83.3
State Farm Fir ty Co. 751 (999.9) b2.6 999.9 20.8 79.2 63.4 84.2
Nationwide Mut ins. Co. 806 6.2 11.9 6.2 2.8 3.0 30.1 69.9 59.6 89.7
Nationwide Mutu. Co. 754 6.2 11.9 6.2 2.9 2.9 30.1 69.9 66.3 96.4
Continental Ins. Co. 697 9.4 17.4 3.0 10.1 2.5 42 .4 57.6 41.6 84.0
Horace Mann Iris. Co. 698 6.2 14.1 1.5 5.6 3.1 30.5 69.5 47.0 77.5
Government Employees Ins. Co. 708 8.6 .6 5.4 5.0 2.7 22.3 77.7 51.6 73.9
American Family Home Ins. Co. 662 7.0 32.2 4.5 1.6 45.3 54.7 21.8 67.1
AlU Ins. Co. 486 11.0 (2.6) 5.8 4.5 .6 19.3 80.7 54.1 73.4
Alaska Ins. Co. 435 3.7 18.2 4.4 2.8 2.4 31.5 68.5 48.0 79.5
Industrial indemnity Co. of Ak. 400 8.8 17.2 2.9 10.2 2.3 41.3 58.7 58.1 99.4
Industrial Indemnity Co. 279 8.8 17.2 2.9 10.2 2.3 41.3 58.7 74.6 105.9
Motors Ins. Corp. 414 6.0 11.6 14.8 7.4 3,4 43.2 56.8 43.7 86.9
Associated Indemnity Co. 354 12.5 17.9 6.5 13.5 2.9 53.2 46.8 34.2 87.4
Firemans Fund Ins. Co. 344 12.5 17.9 6.5 13.5 2.9 53.2 46.8 43.0 96.2
Bankers £ Shippers Ins. Co. of N.Y. 318 23.5 4.3 4.1 5.3 37.2 62.8 16.7 53.9
Leader National Ins. Co. 305 11.7 24 .3 10.5 1.1 2.7 50.2 49.8 57.0 107.2
Globe American Casualty Co. 222 5.5 16.3 16.0 5.0 2.6 45.4 54.6 61.7 107.1
Imperial Casualty & Indemnity 378 3.6 21.3 1.3 1.9 10.4 38.5 61.5 13.5 52.0
Colonial Penn Ins. Co. 213 15.0 1.0 11.b 7.5 2.8 37.9 62.1 37.6 75.5
Insurance Co. of North America 192 8.4 14.0 3.0 8.8 3.1 37.3 62.7 40.6 77.9
National Indemnity Co. 205 15.2 29.4 1.6 6.6 2.2 55.0 45.0 51.2 106.2
USAA Casualty Ins. Co. 166 13.3 2.5 9.1 1.6 2.8 29.3 70.7 31.3 60.6
Dependable Ins. Co. 129 2.5 35.3 .9 1.0 1.7 41.4 58.6 51.2 92.6
Lumbermans Mutual Casualty Co. 145 8.7 16.2 7.7 7.0 3.4 43.0 57.0 22.1 65.1
Puritan Ins. Co. 164 6.4



EXHIBIT IV

TOTAL PRIVATE PASSENGER AUTOS
VERSUS [INSUKED CAR YEARS

TOTAL NUMBER INSURED PERCENTAGE
YEAR OF AUTOS* CAR YEARS+ INSURED
1975 199,536 117,355 58.8
1976 221,386 120,964 54.6
1977 226,329 121,635 53.7
1978 232,425 123,581 53.2
1979 229,403 132,391 57.7
1980 230,040 136,895 59.5

* Based on data supplied by Alaska Department of Transportation and
Public Facilities

+ Automobile Insurance Plans Service Office



Year
Ending
Dec.

1977

9,447

EXHIBIT V

Year

1974
1975
1976
1977
1978
1979
1980

1979

Total Car
Years Insured

95,430
117,355
120,964
121,635
123,619
132,391
136,895

102,018,115

Countrywide

1980

106,164,766

Countrywide

Year
Ending
Dec.

1978

7,021

Year-

Ending
Percent Dec.
Change 1979

-25.7% 4,698

AUTOMOBILE INSURANCE PLAN VOLUME

A. Insured Car Years

Automobile Ins. Plan Percentage
Car Years Insured In Plan
409 4%
622 .5
4,760 3.9
9,454 7.8
7,021 5.7
4,698 3.6
3,564 2.6
4,007,139
6,563,269 6.5
B. Number of Autos Insured
In Plan
Year Year
Ending Ending
P.erccnt Dec. Percent Dec. Percent
Change 1980 Change 1981 Change
-33.1% 3,564 -24 1% 2,627 -26.3%

% Change
1977-1981

-72.2%



C. Policies Assigned

% Change % Change % Change % Change
1979 From 1978 1980 From 1975 1981 From 1980 1982 From 1981
Jan. 297 -33.9 180 -39.4 121 -32.8 94 -22.3
Feb. 510 -37.8 326 -36.1 267 -18.1 190 -28.8
Mar. 771 -39.1 535 -30.6 471 -12.0 307 -34.8
Apr. 1,061 -38.9 771 -27.3 673 -12.7 433 -35.7
May 1,400 -39.3 991 -29.2 876 -11.6 544 -37.9
June 1,707 -40.0 1,239 -27.4 1,101 -11.1 664 -39.7
July 1,992 -40.0 1,445 -27.5 1,272 -12.0 773 -39.2
Aug. 2,286 -40.3 1,665 -27.2 1,455 -12.2 892 -38.7
Sept. 2,582 -39.9 1,909 -26.1 1,623 -15.0 1,009 -37.8
Oct. 2,894 -39.7 2,132 -26.3 1,793 -15.9
Nov. 3,167 -39.0 2,319 -26.8 1,943 -16.2
Dec. 3,363 -38.7 2,503 -25.6 2,083 -16.8
D. Liability Earned Premium
Alaska
Voluntary

Year & Auto. Ins. Plans Auto. Ins. Plans % In Plan

1974 12.857.000 107,806 .g%

1975 14,616,466 119,346 .

1976 20,445,569 623,422 3.1

1977 26,399,393 2,446,715 9.3

1978 29,945,782 2,667,621 8.9

1979 30.041.000 1,896,568 6.3

1980 29,958,926 1,280,028 4.3

Countrywide
1978 12,620,966 ,467 1,011,415,614 8 Oy
1979 13,581,985,775 1,168,765, 604 8.6

Source: Automobile Insurance Plans Service Office
New York and San Francisco



PRIVATE PASSENGER AUTOMOBILE RATING EXAMPLES

The rating examples on the following pages have been compiled by the
division based on data supplied by the companies listed. Our thanks to
them for their cooperation. The rating examples are all based on the
same coverage levels and rating information, excepting the differences
noted.

The fact that a company has a rate for a particular risk does not mean
to imply that they will write the risk. As much as possible, we have
tried to identify what companies will not write what risk. Underwriting
and marketing considerations will determine whether a particular risk is
acceptable to a particular company.

The division urges prospective insureds to shop for their insurance
coverages as they would for any other large purchase. A review of the
rates shown for each example demonstrates the great variance 1in price
available for the same coverage.

The product should not be judged based solely on price. Service, in all
its numerous aspects, is an equally important factor.

All rates are current as of October 1, 1982.



Coverages: (Rates as of 10-1-82)

$25,000/50,000 Bodily Injury Liability
$10,000 Property Damage Liability
$ 5,000 Medical Payments

$ 100 Deductible Comprehensive
$ 200 Deductible Collision
$25,000/50,000 Uninsured Motorists

Alaska Suits  (Civil Rule 82)
The vehicle in all examples 1is a 1981 Ford Esco. t (4 door).
Coverage Exceptions:
Globe American Casualty - Medical Payments are $2,000.
Leader National - $250 deductible collision.
State Farm Mutual Automobile - $50 deductible comprehensive.
Dairyland - $250 deductible for collision, medical payments are $2,000.

National |Indemnity - $50 deductible comprehensive, $250 deductible
col 1ision.

Rating Data Exceptions;

Firemans Fund

Associated Indemnity

National Surety: Rates for Anchorage and Fairbanks are for vehicles
garaged in the city, rates for the suburban areas of the two cities
are approximately 20% lower in Anchorage and 43% lower in Fairbanks.

Government Employees Insurance Co.: 10% bumper discount applies to
collision premiums. Five year "Good Driver Discount™ applied to
Example A.

Dairy<and: Liability rates include $10 new business policy fee that
applies during first year. 5% premium credit each quarter the insured
remains accident free during first year, 5% each 6 months thereafter
to maximum of 40%. This company writes policies on a monthly basis.



EXAMPLE A: Adult driver (married, over 25)
No accidents or citations
Pleasure use of vehicle(lcss than 7,500miles annually)

TERRITORY 1 - (ANCHORAGE)

Total
Physical All
Company Name Liability Damage Coverages
AIU Ins. Co. 173 320 514
Alaska Ins. Co. IBS 306 513
Alaska Pacific Assurance Co. 84 141 236
Allstate Ins. Co. 14 156 323
Al'! West Ins. Co. 182 227 447
American Automobile Ins. Co. 206 298 542
American Ins. Co. 206 298 542
Associated Indemnity Co. 134 236 402
Automobile Ins. Plan 242 680 952
Continental Ins. Co. 151 250 420
Criterion !r.s. Co. 216 361 619
Dairyland Ins. Co. 286 552 901
Firemans Fund Ins. Co. 206 298 542
Globe American Casualty Ins. Co. 427 640 1.041
Government Employees Ins. Co. 153 218 403
H-nce Mann Ins. Co. 157 209 385
e irance Services Office 185 306 513
li “national Service Ins. Co. 204 237 463
Le r National Ins. Co. 390 530 1,010
Lu.,.airmans Mutual Casualty Co. 187 307 518
National Indemnity Co. 462 571 1,090
National Surety Co. 268 376 688
Nationwide Mutual Flre Ins. Co. 124 201 349
Nationwiue Mutual Ins. Co. 129 209 363
Progressive Casualty Co. 268 531 859
State Farm Fire X Casualty Co. 170 371 579
State Farm Mutual Automobile Ins. Co. 113 267 404
United Services Automobile Assn. (USAA) 115 215 344
USAA Casualty Iris. Co. 131 245 301
TERRITORY 2 - (FAIRBANKS)
lotal
Physical All
Company Name Liability Damage Coverages

All) Ins. Co. 167 38U 569
Alaska Ins. Co. 180 362 565
Alaska Pacific Assurance Co. 82 " 169 263
Allstate Ins. Co. 128 /4 333
Al 1 West Ins. Co. 164 248 450
American Automobile Ins. Co. 302 334 666
American Ins. Co. 91 334 666
Associated Indemnity Co. 9% 274 494
Automobile Ins. Plan 242 791 1,064
Continental Ins. Co. 148 295 463
Criterion Ins. Co. 187 326 555
Dairy land Ins. Co. 238 688 889
Firemans Fund Ins. Co. 302 334 666
Globe American Casualty Ins. Co. 381 633 1,080
Government Employees Ins. Co. 135 249 414
Horace Mann Ins. Co. 124 207 350
Insurance Services Office 180 362 565
International Service Ins. Co. 180 266 467
Leader National Ins. Co. 360 650 1,000
Lumbermans Mutual Casualty Co. 183 363 572
National Indemnity Co. 412 617 1,086
National Surety Co. 3% 434 062
Nationwide Mutual Fire Ins. Co. 139 229 394
Nationwide Mutual Ins. Co. 145 239 410
Progressive Casualty Co. 241 567 868
State Farm Fire X Casualty Co. 172 404 612
State Farm Mutual Automobile Ins. Co. 114 301 439
United Services Automobile Assn. (USAA) 112 264 381

USAA Casualty Ins. Co. 128 290 434



TERRITORY 3 - (REMAINDER OF STATE)

Company fine

AlU Ins. Co.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
Allstate Ins. Co.

All West Ins. Co.

American Automobile Ins. Co.
American Ins. Co.

Associated Indemnity Co.
Automobile Ins. Plan
Continental Ins. Co.

Criterion Ins. Co.

Oairyland Ins. Co.

Firemans Fund Ins. Co.

Globe American Casualty Ins. Co.
Government Employees Ins. Co.
Horace Mann Ins. Co.

Insurance Services Office
International Service Ins. Co.
Leader national Ins. Co.
Lumbermans Mutual Casualty Co.
National Indemnity Co.
National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.
Progressive Casualty Co.

State Farm Fire S Casualty Co.
State Farm Mutual Automobile Ins. Co.

United Services Automobile Assn. (USAA)

USAA Casualty Ins. Co.

TERRITORY 4 - (JIINEAO/SOUTHEASI

Company Name

American Autumobtle Ins. Co.
American Ins. Co.

Associated Indemnity Co.

Firemans Fund Ins. Co.

National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.

State Farm Fire & Casualty Co.

State Farm Mutual Automobile Ins. Co.

Liability

132
143

62
100
134
146
146

94
195
118
151
214
146
333
100

99
143
130
354
145
336
190
110
115
201
144

96

89
101

Liability

206
206
132
206
268
100
104
120

Ty

Physical
Damage

293
280
128
154
204
306
306
250
624
229
328
588
306
552
221

193
280
2172
510
281

622
398
188
196
510
358
262
196
224

ALASKA)

Physical
Damage

230
230
180
230
298
192
200
348
252

Total
All
Coverages

446
445
201

283
376
484
484
370
849
36C
521

865
484
951

349
311

445
422
954
450

1,015

624
322
335
771

539
382
299
340

Total
All
Coverages

462
462
340
462
594
315
327
501

354



EXAMPLE B:20-year old,single,

TERRITORY I

Company Nantj

AlU Ins. Co.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
Allstate Ins. Co.

Al'1 West Ins. Co.

American Automobile Ins. Co.
American ins. Co.

Associated Indemnity Co.
Automouile Ins. Plan
Continental Ins. Co.

Criterion Ins. Co.

[fairyland Ins. Co.

Firemans Fund Ins. Co.

Globe American Casualty Ins. Co.
Government Employees Ins. Co.
Horace Mann Ins. Co.

Insurance Services Office
International Service ins. Co.
Leader National Ins. Co.
Lumbermans Mutual Casualty Co.
National Indemnity Co.

National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.
Progressive Casualty Co.
State Farm Fire & Casualty Co.
State Farm Mutual Automoi'l'.e
United Services Automobile Assn.
USAA Casualty Ins. Co.

Ins. Ce.
(USAA)

TLRRI'TORY 2 -

Company Name

AlU Ins. Co.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
Allstate Ins. Co.

Al | West Ins. Co.

American Automobile Ins. Co.
American Ins. Co.

Associated Indemnity Co.
Automobile Ins. Plan
Continental Ins. Co.

Criterion Ins. Co.

Dairy land Ins. Co.

Firemans Fund Ins. Co.

Globe American Casualty Ins. Co.
Government Employees Ins. Co.
Horace Mann Ins. Co.

Insurance Services Office
International Service Ins. Co.
Leader National Ins. Co.
Lumbermans Mutual Casualty Co.
National Indemnity Co.

National Surety Co.

.ationwide Mutual Fire Ins. Co.
Nationwide Mutual ins. Co.
Progressive Casualty Co.

State Farm Fire & Casualty Co.
State Farm Mutual Automobile
United Services Automobile Assn.
USAA Casualty Ins. Co.

Ins. Co.
(USAA)

Principal
No accidents or citations

male driver (licensed 3yrs.)
operator-no drivers training

Pleasure use(less than 7,500 miles annually)

(ANCHORAGE)

Liability

529
494
239
456
517
584
584
388
731

494
509
454
584
610
530
556
185
581

650
533
693
758
507
528
552
590
511

307
351

(FAIRBANKS)

Liability

509
480
234
430
442
860
860
558
848
480
433
406
860
643
468
441
48U
513
570
622
619
1,118
671
694
4917
597
51b
298
341

Physical
Damage

988
826
402
636
655
818
818
670
1,980
806
847
1,236
818
1,019
756
742
306
675
1,008
875
1,184
1,062
825
859
1,137
1,290
1,207
580
663

Physical
Damage

1,183
986
481
704
709
948
948
780
2,274
986
1i6
1,326
948
1.155
862
736
986
768
1,030
1,035
1,261
1,234
942
981
1,201
1,404
1,361
691
790

Total
All
Coverages

1,564
1,316

663
1,143
1,274
1,470
1,470
1,102
2,769
1,346
1,391
1,753
1,470
1,719
1,347
1,348

513
1,302
1,748
1,458
1,934
1,902
1,386
1,442
1,749
1,951
1,774

916
1,046

Total
All
Coverages

1,744
1,515
740
1,183
1,113
1,864
1,864
1,380
3,191
1,515
1,231
1,789
1,864
1,790
1,386
1,224
1,515
1,314
1,690
1,613
1,927
2,420
1,569
1,633
1,768
2.067
1,930
1,020
1,165



TEKK"ITORY 3 -

Company Name Liability
AlU Ins. Co. 393
Alaska Ins. Co. 375
Alaska Pacific Assurance Co. 177
All state Ins. Co. 342
All West Ins. Co. 364
American Automobile Ins. Co. 414
American Ins. Co. 414
Associated Indemnity Co. 266
Automobile Ins. Plan 683
Continental Ins. Co. 375
Criterion Ins. Co. 339
Dairy land Ins. Co. 358
Firemans Fund Ins. Co. 414
Globe American Casualty Ins. Co. 474
Government Employees Ins. Cc. 348
Horace Mann Ins. Co. 351
Insurance Services Office 375
International Service Ins. Co. 371
Leader National Ins. Co. 574
Lumbermans Mutual Casualty Co. 413
National Indemnity Co. 505
National Surety Co. 538
Nationwide Mutual Fire Ins. Co. 451
Nationwide Mutual Ins. Co. 471
Progressive Casualty Co. 414
State Farm Fire & Casualty Co. 502
State Farm Mutual Automobile Ins. Co. 433
United Services Automobile Assn. (USAA) 231
USAA Casualty Ins. Co. 265

TERRITORY A -

Company Name

Aiu. rican Automobile Ins. Co.
American Ins. Co.

Associated Indemnity Co.
Firemans Fund Ins. Co.

National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.
State Farm Fire & Casualty Co.

State Farm Mutual Automobile Ins. Co.

(REMAINDER OF STATE)

Physical
Damage

898
732
3b5
614
595
866
866
714
1,797
752
758
1,320
866
1,027
765
687
752
775
962
801
1,255
1,126
773
805
1,086
1,245
1,187
525
6Ul

( IUNEaU/SOUTHEAST ALASKA)

Liability

582
582
378
582
756
408
426
416
359

Physical
Damage

652
652
534
652
848
787
820
1,208
1,142

Total
All
Coverages

1,339
1,153

664

999
1,00V
1,342
1,342
1,028
2,545
1,173
1,139
1,741
1,342
1,575
1,159
1,083
1,173
1,186
1,626
1,264
1,817
1,740
1,274
1,328
1,560
1,813
1,674

785

898

Total
All
Coverage

1,284
1,284

948
1,284
1,666
1,244
1,294
1,681
1,545



3.

EXAMPLE CrAdult driver (married over 25)
One at fault accident in past year,over $500 damage

Drives ten miles to work daily (over 7,500 miles
annually)

TERRITORY 1 - (ANCHORAGE)

Total
Physical All
Company Name Liabivty Damage Coverages
AU Ins. Co. 313 583 928
Alaska Ins. Co. 293 489 812
Alaska Pacific Assurance Co. 139 233 387
Allstate Ins. Co. 222 248 505
All West Ins. Co. 413 521 1,016
American Automobile Ins. Co. 338 474 860
American Ins. Co. 338 747 860
Associated Indemnity Co. 220 388 646
Automobile Ins. Plan 38b 748 1,172
Continental Ins. Co. 293 489 812
Criterion Ins. Co. 299 493 846
Dairy land Ins. Co. 382 636 1,081
Firemans Fund Ins. Co. 338 474 860
Globe American Casualty Ins. Co. 455 572 I,1c
Government Employees Ins. Co. 288 410 740
Horace Mann Ins. Co. 278 371 678
Insurance Services Office 293 489 812
International Service Ins. Co. 337 391 758
Leader National Ins. Co. 390 530 1,010
Lumbermans Mutual Casualty Co. 290 476 798
National Indemnity Co. 462 571 1,090
National Surety Co. 440 616 1,112
Nationwide Mutual Fire Ins. Co. 173 282 483
Nationwide Mutual Ins. Co. 180 293 503
Progressive Casualty Co. 322 531 913
State Farm Fire £ Casualty Co. 226 485 754
State Farm Mutual Automobile Ins. Co. 137 323 486
United Services Automohile Assn. (USAA) 182 343 544
USAA Casualty Ins. Co. 209 392 622
TERRITORY 2 - (FAIRUANKS)
Total
Physical All
Company Name Liability Damage Coverages

AU Ins. Co. 301 697 1,032
Alaska Ins. Co. 286 581 899
Alaska Pacific Assurance Co. 135 279 431
Allstate Ins. Co. 210 276 519
Al 1 West Ins. Co. 354 564 999
American Automobile Ins. Co. 498 550 1,086
American Ins. Co. 498 550 1,086
Associated Indemnity Co. 324 452 806
Automobile Ins. Plan 387 870 1,297
Continental Ins. Co. 286 581 899
Criterion Ins. Co. 257 449 754
Uairyland Ins. Co. 322 684 1,069
Firemans Fund Ins. Co. 498 550 1,086
Globe American Casualty Ins. Co. 406 663 1,143
Government Employees Ins. Co. 254 468 761
Horace Mann Ins. Co. 220 368 616
Insurance Services Office 28b 581 899
International Service Ins. Co. 297 439 765
Leader National Ins. Co. 360 550 1,000
Lumbermans Mutual Casualty Co. 284 563 882
National Indemnity Co. 412 617 1,U06
National Surety Co. 648 714 1,408
Nationwide Mutual Fire Ins. Co. 195 322 546
Nationwide Mutual Ins. Co. 203 335 568
Progressive Casualty Co. 289 567 916
State Farm Fire £ Casualty Co. 229 524 793
State Farm Mutual Automobile Ins. Co. 138 364 528
United Services Automobile Assn. (USAA) 177 408 605

USAA Casualty Ins. Co. 204 466 692



TERRITORY 3 -

Physical
Company Name Liability Damage
AlU Ins. Co. 234 532
Alaska Ins. Co. 225 446
Alaska Pacific Assurance Co. 103 211
Allstate Ins. Co. 162 240
Al'Ll West Ins. Co. 293 474
American Automobile Ins. Co. 240 526
American Ins. Co. 240 526
Associated Indemnity Co. 156 414
Automobile Ins. Plan 311 686
Continental Ins. Co. 225 446
Criterion Ins. Co. 205 450
Dairyland Ins. Co. 286 684
Firemans Fund Ins. Co. 240 52b
Globe American Casualty Ins. Co. 355 583
Government Employees Ins. Co. 189 415
Horace Mann Ins. Co. 172) 343
Insurance Services Office 225 446
International Service Ins. Co. 214 449
Leader National Ins. Co. 354 510
Lumbermans Mutual Casualty Co. 225 436
National Indemnity Co. 336 622
National Surety Co. 312 684
Nationwide Mutual Fire Ins. Co. 154 204
Nationwide Mutual Ins. Co. 161 215
Progressive Casualty Co. 241 510
State Farm Fire & Casualty Co. 192 466
State Farm Mutual Automobhile Ins. Co. 116 317
United Services Automobile Assn. (USAA) 139 311
USAA Casualty Ins. Co. 159 356
TERRITORY 4 - (JUNEAU/SOUTHLAST ALASKA)

Company Name

American Automobile Ins. Co

American Ins. Co.

Associated Indemnity Co.
Firemans Fund Ins. Co.

National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.

State Farm fire £ Casualty Co.
State Farm Mutual

Automobile Ins. Co.

(REMAINDER OF STATE)

Physical

Liability Damage
336 378
336 378
220 308
336 378
436 492
139 269
145 280
160 453
96 305

Total
All
Coverages

798
701
329
433
847
8U8
808
598
1,035
701
703
1,0C9
800
1,004
63P
546
701
690
954
693
1,015
1,046
445
463
811
699
459
469
536

Total
All
Coverages

748
748
554
748
968
435
452
650
425



EXAMPLE D: 20 year old, single female driver (licensed 3 years +)
Principle operator- no drivers training
No accidents or citations
Pleasure use of vehicle (less than 7,500 miles annually)

TERRITORY 1 - (AfICHORAGE)

Total
Physical All
Company Name Liability Damage Coverages
AIU Ins. Co. 241 448 715
Alaska Ins. Co. 227 3717 629
Alaska Pacific Assurance Co. 105 177 295
Allstate Ins. Co. 260 324 039
All West Ins. Co. 272 339 663
American Automouile Ins. Co. 276 386 704
American Ins. Co. 276 386 U4
Associated Indemnity Co. 180 318 532
Automobile Ins., Plan 411 821 1,272
Continental Ins. Co. 221 3717 629
Criterion Ins. Co. 305 509 856
Dairy land Ins. Co. 346 792 1,201
Firemans Fund Ins. Co. 276 386 704
Globe American Casualty Ins. Co. 468 795 1,337
jtvernment Employees Ins. Co, 270 384 695
Horace Mann Ins. Co. 252 336 615
Insurance Services Office 227 377 629
International Service Ins. Co. 255 297 5717
Leader National Ins. Co. 494 768 1,352
Lumbermans Mutual Casualty Co. 299 492 823
National Indemnity Co. 477 678 1,212
National Surety Co. 358 502 908
Nationwide MutualFire Ins. Co. 272 443 750
Nationwide Mutuallins. Co. 283 461 781
Progressive Casualty Co. 431 787 1,278
State Farm Fire £Casualty Co. 358 782 1,192
State Farm MutualAutomobile Ins. Co. 279 660 9717
United Servlets Automobile Assn. (USAA) 140 264 420
USAA Casualty Ins. Co. 16V 301 480
TERRITORY 2 - (FAIRBANKS)
Total
Physical . ATl
Company Naina Liability Damage Coverages

AlU Ins. Co. 232 535 795
Alaska Ins. Co. 221 447 695
Alaska Pacific Assurance Co. 102 212 328
Allstate Ins. Co. 244 370 657
Al 1 West Ins. Co. 234 36b 653
American Automobile Ins. Co. 408 450 892
American Ins, Co. 408 450 892
Associated indemnity Co. 204 370 662
Automobile Ins. Plan 412 945 1,399
Continental Ins. Co. 221 447 695
Criterion Ins. Co. 262 457 761
Dairy land Ins. Co. 310 840 1,213
Firemans Fund Ins. Co. 408 450 892
Globe American Casualty Ins. Co. 417 927 1,418
Government Employees Ins. Co. 238 439 715
Horace Mann Ins. Co. 200 333 559
Insurance Services Office 221 44/ 695
Internationa Service Ins. Co. 225 333 582
Leader National |Ins. Co. 418 792 1,300
Lumbermans Mutual Casualty Co. 293 581 910
National Indemnity Co. 431 731 1,219
National Surety Co. 530 586 1,156
Nationwide Mutual Fire Ins. Co. 306 506 849
Nationwide Mjtua! Ins. Co. 319 526 883
Progressive Casualty Co. 388 831 1,279
State Farm Fire 6 Casualty Co. 362 851 1,262
State Farm Mitual Automobile Ins. Co. 282 744 1,0b2
United Services Automobile Assn. (USAA) 137 312 406

USAA Casualty Ins. Co. 157 35/ 532



TERRITORY 3 - (REMAINDER OF STATE)

Total
Physical All
Company Name Uability Damage Coverages
AU Ins. Co. 183 409 618
Alaska Ins. Co. 175 344 544
Alaska Pacific Assurance Cm. 78 160 251
Allstate Ins. Co. 196 324 559
All West Ins. Cc. 195 309 545
American Automobile Ins. Co. 196 410 644
American Ins. Co. 196 410 644
Associated Indemnity Co. 128 338 496
Automobile Ins. Plan 331 746 1117
Continental Ins., Co. 175 344 544
Criterion Ins. Co. 209 459 71U
Uo.ryland Ins. Co. 274 840 1,177
Firemans Fund Ins. Co. 196 410 644
Globe American Casualty Ins. Co. 364 811 1,241
Government Employees Ins. Co. 177 389 599
Horace Mann Ins. Co. 159 31) 495
Insurance Services O0ffice 175 344 544
International Service Ins. Co. 163 340 526
Leader National Ins. Co. 400 734 1,224
Lumbermans Mutual Casualty Co. 232 450 714
National Indemnity Co. 354 732 1,143
National Surety Co. 254 532 830
Nationwide Mutual Flre Ins. Co. 242 414 691
Nationwide Mutual Ins. Co. 253 432 720
Progressive Casualty Co. 324 751 1,135
State Farm Fire & Casualty Co. 304 754 1,108
State Farm Mutual Automobile Ins. Co. 237 649 922
United Services Automobile Assn. (USAA) 107 241 364
USAA Casualty Ins. Co 123 276 416
TtRRHOKY - (JUNEAU/SOUTHEAST ALASKA)
Total
Physical All
Company Name Liability Damage Cove* ages
American Automoblle Ins. Co. 276 308 614
American Ins. Co. 276 308 614
Associated Indemnity Co. 180 434 458
Firemans Fund Ins. Co. 276 3U8 614
National Surety Co. 358 400 794
Nationwide Mutual Fire Ins. Co. 219 422 674
Nationwide Mutual Ins. Co. 228 440 702
State Farm Fire ft Casualty Co. 252 732 1,028

State Farm Mutual Automobile Ins. Co. 196 624 852



EXAMPLE E: Adult male driver (divorced, over 30 years old)
One, driving while intoxicated conviction, 28 months ago
SR-22 (Financial responsibility) filing required
One at-fault accident 12 months ago (over $500 damage)

TEK«»stV*i™".ef»,a« Tfik ten ml,es dai,y <over 7,500 mles annuall*>

Total
Physical All

Company Name Liability Damage Coverages

AlU Ins. Co. 1,955 3,669 5,783
Alaska Ins. Co. 595 995 1,644
Aiaska Pacific Assurance Co. 291 486 803
Allstate Ins. Co. 46U 362 821
All West Ins. Co. 848 1,041 2,057
American Automobile Ins. Co. 1,384 1,936 3,454
American Ins. Co. 1,384 1,936 3,454
Associated Indemnity Co. 900 1,588 2,582
Automobile Ins. Plan 966 1,870 2,910
Continental Ins. Co. NA NA NA

Criterion Ins. Co.
Dairyland Ins. Co. 598 840 1,501
Firemans Fund Ins. Co. 1,384 1,936 3,454
Globe American Casualty Ins. Co. 556 771 1,409
Government Employees Ins. Co. 629 897 1,595
Horace Mann Ins. Co. 608 812 1,474
Insurance Services Office 595 995 1,644
International Service Ins. Co. 704 818 1,576
Leader National Ins. Co. 574 738 1,402
Lumbermans Mutual Casualty Co. 626 1,029 1,712
National Indemnity Co. 693 785 1,541
National Surety Co. 1,798 2,518 4,484
Nationwide Mutual Fire Ins. Co. 422 624 1,090
Nationwide Mutual Ins. Co. 439 649 1,134
Progressive Casualty Co. 456 845 1,361
State Farm Fire K Casualty Co. 339 485 867
State Farm Mutual Automobile Ins. Co. 205 323 555
United Services Automobile Assn. (USAA) 369 699 iio;:
USAA Casualty Ins. Co. 423 798 1,259
TERRITORY 2 - (FAIRBANKS)

Total
Physical All

Company Name Liability Damage Coverages

AlU Ins. Co. 1,880 4,415 6,465
Alaska Ins. Co. 577 1,188 1,822
Alaska Pacific Assurance Co. 283 583 895
Allstate Ins. Co. 434 392 859
Al'l West Ins. Co. 722 1,171 2,092
American Automobile Ins. Co. 2,046 2,248 4,404
American Ins. Co. 2,040 2,248 4,404
Associated Indemnity Co. 1,324 1,848 3,252
Automobile Ins. Plan 1,016 2,175 3,271
Continental Ins. Co. NA NA NA
Criterion Ins. Co. 532 926 1,538
Uairyland Ins. Co. 490 888 1,441
Firemans Fund Ins. Co. 2,040 2,248 4,404
Globe American Casualty Ins. Co. 496 854 1,424
Government Employees Ins. Co. 555 1,023 1,641
Horace Mann Ins. Co. 482 805 1,338
Insurance Services Office 5717 1,188 1.822
International Service Ins. Co. 621 917 1,508
Leader National Ins. Co. 518 784 1,392
Lumbermans Mutual Casualty Co. 613 1,216 1,893
National Indemnity Co. 619 845 1,527
National Surety Co. 2,652 2,922 5,720
Nationwide Mutual Fire Ins. Co. 475 712 1,233
Nationwide Mutual Ins. Co. 495 741 1,283
Progressive Casualty Co. 410 897 1,367
State Farm Fire &~Casualty Co. 343 524 90/
State Farm Mutual Automobile Ins. Co. 207 364 597
United Services Automobile Assn. (USAA) 359 933 1,228

USAA Casualty Ins. Co. 411 952 1.403



TtKRITORY 3 - (REMAINDER OF STATE)

Company Name

AlU Ins. Co.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
Allstate Ins. Co.

All West Ins. Co.

American Automobile Ins. Cc.
American Ins. Co.

Associated Indemnity Co.
Automobile Ins. Plan
Continental Ins. Co.

Criterion Ins. Co.

Dairyland Ins. Co.

Firemans Fund Ins. Co.

Globe American Casualty Ins. Co.
Government Employees Ins. Co.
Horace Mann Ins. Co.

Insurance Services Office
International Service Ins. Co.
Leader National Ins. Co.
Lumbermans Mutual Casualty Co.
National Indemnity Co.

National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.
Progressive Casualty Co.

State Farm Fire 8 Casualty Co.
State Farm Mutual Automobile Ins. Co.
United Services Automobile Assn. (USA
USAA Casualty Ins. Co.

Liability

1,446
450
214
338
5'*2
IwW
978
638
828

NA
413
442
978
432
412
384
450
448
446
486
505

1,272
375
392
342
288
174
278
318

Physical
Damage

3,332
90b
442
348
979

2,052

2,052

1,690

1,716

NA
928
888

2,052
766
908
751
905
939
726
941
842

2,668
584
609
809
466
317
633
723

TLRRITURY A - (JUNEAU/SOUTHEAST ALASKA)

Company Name

American Automobile Ins. Co.
American Ins. Co.

Associated Indemnity Co.

Firemans Fund Ins. Co.

National Surety Co.

Nationwide Mutual Fire Ins. Co.
Nationwide Mutual Ins. Co.

State Farm Fire 8 Casualty Co.

State Farta Mutual Automobile Ins. Co.

Liability

1,378
1,378
896
1,378
1,792
339
354
239
144

Physical

Damage

1,546
1,546
1,266
1,546
2,010
595
620
453
305

Total
All
Coverages

4,936
1,409
682
717
1,739
3,154
3,154
2,414
2,618
NA
1,421
1,393
3,154
1,272
1,371
1,184
1,409
1,434
1,262
1,484
1,410
4,096
1,001
1,044
1,211
795
517
945
1,079

Total
All
Coverage

3,024
3,024
2,232
3,024
3,9211
975
1,015
729
473



PART



1982 - STATISTICAL ANALYSIS
HOMEOWNERS INSURANCE

- SUMMARY -

This portion of the 1982 Personal Lines Statistical Analyses is devoted
to the Alaska homeowners insurance market. Following the statistical
exhibits is a comparison of the rates charged by many writers of home—
owners insurance in Alaska. The comments that led off the Private
Passenger Automobile summary apply likewise to the profitable homeowners
market.

Exhibit I illustrates the percentage of the overall market garnered by
each of the top 25 writers of homeowners insurance in Alaska (rank,
based on written premium). State Farm Fire and Casualty leads the pack
in 1981, as they have for many years. State Farm Fire and Casualty had
41.9% of the market 1in 1981, the same percentage they had in 1980. They
did increase their premium volume by 18.8% during 1981. Allstate, the
second largest writer, lost about .3% of their share, down to 20.38%
from 20.7% in 1930. Their premium volume was up 16.7%. Third place
Alaska Pacific Assurance lost both market share and premium volume in
1981. They had 5.23% of the market in 1981 compared to 6.8% in 1980, a
drop of about 1.5% while premium volume dropped 7.3%. Continental held
onto fourth place by increasing their market share by about .6% to 4.18%
up from 3.6% in 1980, “femium volume for them was up 39.4%. The largest
gain in market share wr by Dependable Insurance Company now in fifth
place with a 2.74% shura compared with 1% in 1980. Premium volume for
Dependable was up 224.3%. Of the top ten companies, four increased
their market share, four lost share and two stayed the same. Out of the
ten companies, eight increased their premium volume in 1981. Of the 25
companies, 11 increased their share while nine lost and five stayed the
same. Overall, the 25 companies 1in 1981 represent 98.6% of the market
compared to 1930 when the 25 top companies accounted for 99.9% of the
market. Premium volume for 20 of the companies was up, only five had
less written premium in 1981 than 1980. For all companies writing
homeowners insurance in Alaska premium volume was $24,160,000, up 18.8%
from $20,357,000 written in 1980.

While we are pleased that the market has spread somewhat, we are still
concerned that nearly 75% of the homeowners market is shared by five
companies. Even more disturbing 1is the fact that two companies hold

over 62% of the market. The division 1is rather powerless to change this
concentration and, therefore, must rely on the other companies writing

in Alaska to aggressively pursue a larger share of the market. Companies
writing this coverage have been able to show a profit in 11 of the past
12 years and we are at a loss as tc why more companies are not actively
seeking more new business.



Exhibit Il adds credence to the above point. Here we have the ss.ne 25
companies and their loss ratios for 1978-1981. As the chart shows, 1981
was a return to the profitable experience experienced it every year
since 1969, a record marred only by 1980"s wind storm Tosses. The loss
ratio for all companies was 49.9%, an improvement of 74 percentage
points over the 123.9% loss ratio of 1980 and .4% better than 1979. Of
the 25 companies, 15 had loss ratios of 50% or less, 14 had 40% or less
and seven had a loss ratio of 20% or less.

Exhibit 11l further illustrates how profitable homeowners insurance has
been in Alaska. This chart lists the top 25 companies along with their
expenses in 1981. In 1980, 16 companies had combined loss ratios

greater than 100%; 1in 1981, 16 companies had less than a 100% combined
loss ratio. Of the eight companies with combined ratios over 1u0%, sSix
had expenses that exceeded the 45% that this division considers accept—
able, Total expenses averaged 42.4% which when combined with the actual
loss ratio for the 25 companies of 50.7%, indicates a combined of 93.1%,
this leaves 6.9% for profit and the ever popular IBNR (incurred but not
reported) claimed.

Norm Cheney
Insurance rket Analyst



EXHIBIT 1

CHART I HOMEOWNERS MARKET SHARE
Cumulatv
Written Market Market Market Market Market
Premium Share Share Share Share Share
Company Name 1981 1981 1980 1979 1978 1981
1. State Farm Fire & Casualty Co. 10,124 41.90 41.9 41.2 40.6 41.90
2. Allstate Ins. Co. 4,924 20.38 20.7 19.3 16.9 62.28
3. Alaska Pacific Assurance 1,275 5.28 6.8 2.8 - 67.56
4. Continental Ins. Co. 1,009 4.18 3.6 3.5 1.8 71.74
5. Dependable Ins. Co. 662 2.74 1.0 - - 74.48
6. Horace Mann Ins. Co. 655 2.71 2.7 2.9 2.8 77.19
7. American Ins. Co. 598 2.48 3.3 4.2 4.6 79.67
8. State Farm General Ins. Co. 587 2.43 2.5 2.6 2.9 82.10
9. Alaska Ins. Co. 555 2.30 2.2 2.4 1.9 84.40
ID. Associated Indemnity Corp., 514 2.13 2.0 2.3 2.7 86.53
11. Pacific Employers Ins. Co. 512 2.12 2.3 1.2 - 88.65
12. United Services Automobile Assn. 447 1.85 1.8 1.9 1.8 90.50
13. Allstate Indemnity Co. 346 1.43 1.9 2.1 1.2 91.93
14_ Industrial Indemnity Co. 288 1.19 .6 .5 - 93.12
15. Industrial Indemnity Co. of Ak. 285 1.18 1.4 1.3 - 94.30
16. Great American 1%is. Co. of Ak. 238 .99 1.5 - - 95.29
17. Nationwide i"lutual Fire Ins. Co. 205 .85 .8 .8 7 96.14
18. Insurance Co. of North America 194 .80 - - - 96.94
19. Firemans Fund Insurance Co. 88 .36 A4 .3 2 97.30
20. American Motorists Ins. Co. 80 .33 .5 - 97.63
21. Colonial Penn Ins. Co. 72 .30 .3 4 .5 97.93
22. Umialik Ins. Co. 58 .24 - - - 98.17
23. Government Employees Ins. Co. 44 .18 .2 .2 .2 98.45
24_. USAA Casualty Ins. Co. 39 .16 A 1 A 98.61
25. American Bankers Ins. Co. of Florida 18 .07 98.67
Total Top 25 Companies 23,817 98.58 99.9*
Total All Companies 24,160

*Based on Top 25 Companies 1980

«
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0o~y O WN

NNNNNNRP PR RRERPRRRPRP R
OODNWNRPOOWWOWNOOUDNWNPRE O©

Earned
Premi um

Company Name 1981
State Farm Fire & Casualty 9,250
Allstate Ins. Co. 4,500
Alaska Pacific Assurance 1,321
Continental Ins. Co. 839
Dependable Ins. Co. 423
Horace Mann Ins. Co. 595
American Ins. Co. 642
State Farm General |Ins. Co. 541
Alaska Ins. Co. 503
Associated Indemnity Corp. 442
Pacific Employers Ins. Co. 482
United Services Automobile Assn. 388
Allstate Indemnity Co. 372
Industrial Indemnity Co. 284
Industrial [Indemnity Co. of Ak. 189
Great American Ins. Co. of Ak. 295
Nationwide Mutual Fire Ins. Co. 181
Insurance Co. of North America 200
Firemans Fund Ins. Co. 83
American Motorists Ins. Co. 92
Colonial Penn Ins. Co. 71
Umialik Ins. Co. 6
Government Employees Ins. Co. 41
USAA Casualty Ins. Co. 33
American Bankers Ins. Co. 18
Total Top 25 Companies 21,791
Total All Companies 22,095

*Based on Top 25 Companies 1978, 1979, 1980

Source: Insurance Reports 1978-81

IS LOSS RATIOS

ncurred
Losses
1981

4,450
2,865
822
328
112
175
389
AP
352
12
286
64
72
191
218
46
65
(58)
156
8
29
0
135
4
n

11,054
11,025

Loss
Ratio
1981

48.
63.
62.
39.
26.
29.
60.
37.
70.
27.
59.
16.
19.
67.
115.
15.
35.

200.0
8.7
40.8
0.0
329.3

Cowwdhuvuwoowo ok

611

50.7
49.9

Loss
Ratio
1980

140.
158.
73.
106.
72.
89.
83.
167.
64.
52.
121.
181.
37.
66.
93.
33.
40.
150.
49.
52.
64.

NP OWOWNDNOWRP MNP OO OoONONNOPRP ORRE

128.6

124 .6*
123.9

Loss
Ratio
1979

55.
61.
18.
24.

P P

47.
46.
69.
19.
25.
151.
30.
28.
11.
30.

g o NPFP N oo o 0o

I =t
o' Oo

w
N
w

50.2*
50.3

Loss
Ratio
1978

i06.6
37.7
47.7
65.1

31.6
43.0

4.7
27.8
78.5
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CHART 111

HUMt_.OWNERS EXPENSE EXHIBIT 1981

Utlier Comb.

Loss Acquis. Taxes, Act— Loss

Earned Adjust— Coinssn. & Field Licenses Permi s . ual Rat ios
Premium ment and Supv. Gen and Fees Total Loss Loss Col. 7

Company Narm? 1981 Expense Brkrg. Collect. Expns. Incurred Expns. Ratio Ratio and 9

State Farm Fire & Casualty Co. 9,250 6.9 19.0 3.6 3.2 2.7 35.4 64.6 48.1 83.5
Al Istate Ins. Co. 4,500 9.0 9.7 6.9 3.1 3.5 32.2 67.8 63.7 95.9
Alaska Pacific Assurance Co. 1,321 9.6 19.6 4.1 9.0 3.5  45.8 54.2 62.2 180
Continental Ins. Co. 839 6.5 211 3.5 9.9 2.9 43.9 56.1 39.1 83,0
Dependable Ins. Co. 423 6.1 47 .4 1.4 1.6 2.7 59.2 40.8 26.5 85.7
Horace Mann Ins. Co. 595 5.7 19.1 3.1 11.6 3.6 43.1 56.9 29.4 72.5
American Ins. Co. 642 .8 22.4 4.1 8.8 3.1 46.2 53.8 60.6 106.8
State Farm General Ins. Co. 541 6.9 19.0 3.6 3.2 2.7 35.4 64.6 37.3 72.7
Alaska Ins. Co. 503 7.7 19.7 5.5 2.9 2.9 38.7 61.3 7U.U 108.7
Associated Indemnity Corp. 442 7.8 22.4 4.1 8.8 3.1  46.2 53.8 27.6  73.8
Pacific Employers Ins. Co. 482 9.0 19.6 4.1 9.0 3.5 45.8 54.2 59.3 105.2
United Services Auto Assn. 388 8.0 (.3) 15.3 2.5 28 28.3 71.7  16.5  44.8
Allstate Indemnity Co. 372 9.U 9.7 6.9 3.1 3.5 32.2 b7.8 19.4 51 .6
Industrial Indemnity Co. 284 8,4 22.6 3.4 11.5 3.1 49.0 51.0 67.3 116.3
Industrial Indemnity Co. of Alaska 189 8.4 22.6 3.4 11.5 3.1 49.0 51.0 115.3 164.3
Great American Ins. Co. of Ak. 295 4.0 25.3 4.0 9.3 4.0 46.7 53.3 15.6 62.3
Nationwide Mutual Fire Ins. Co. 181 8.0 16.2 7.2 4.2 4.4  4U.0 60.0 35.9  75.9
Insurance Co. of North America 20U 9.1 19.4 4.0 9.4 3.5  45.4 54.6 0.0 45.4
Firemans Fund Ins. Co. 83 7.8 22.4 4.1 8.8 3.1 46.2 53.8 200.0 24b.2
American Mutorists Ins. Co. 92 6.7 21.8 8.7 6.4 3.4 47.0 53.0 8.7 55.7
Colonial Penn Ins. Co. 7 14.2 .3 19.8 13.8 2.9 51.1 48.9 40.8 91.9

Umialik Ins. Co. NEW UUMEST11C CO,- FORMED 1981

Government Employees Ins. Co. 41 14.1 A 111 13.2 18 40.8 59.2 329.3 370
USAA Casualty Ins. Co. 33 8.5 0 17.8 3.8 3.6  33.7 66.3 121 45.8
American Bankers Ins. Co. 18 1.9 10.7 1.9 9.5 3.6 35.7 64.3 61.1 9.8



HOMEOWNERS [INSURANCE RATE EXAMPLES

The rating examples on the following pages are all based on the same
coverage levels and rating information. The product should not be

judged solely on the basis of price. Service, in all its numerous
aspects, 1is also an important consideration.

Rates are current as of 8/1/82.

Rating and Coverage Data:

Pol icy - HO-3
Construction - Frame
Premium - Annual (%100 deductible)
Locations - Anchorage
- Fairbanks
- Juneau
Protection Classes - 4, 6, 8, 9, 10

Insured Amount Each
Location & Protection Class

$ 50,000

110:060



Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Al Istate Indemnity Co.
A.nerican Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.
Industrial Indemnity Co. of AKk.
Insurance Co. of North America
Insurance Services Ottice
Nationwide Mutual Fire Ins. Co.
Pacific Employers Ins. Co.
State Farm Fire & Casualty Co.
State Farm General Ins. Co.
Unialik Ins. Co.

United Services Auto Assoc.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fur.d Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.
Industrial Indemnity Co. of Ak.
Insurance Co. of North America
Insurance Services Ottice
Nationwide Mutual Fire Ins. Co.
Pacific Employers Ins. Co.
State Farm Fire 6 Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

Orited Services Auto Assoc.

ANCHORAGE
(so.u00)

175
301
233
350
275
291
228
231
285
220
275
295
219
212
211
323
301
291
19y
241
209
277
29!
190

286
433
308
462
3u8
402
2y6
364
411
280
358
560
358
261
294
451
433
401
268
346
282
366
401
261

P
6

175
301
275
413
322
2yi
2b7
231
285
251
322
293
21y
24y
211
323
301
291
23b
241
246
322
291
190

p

286
433
363
545
419
402
347
364
411

212
419
560
358
307
294
451

433
401

318
346
332
426
401

261

rotectbon Class

241
44y
404
b06
481

320
3yy
231

311

292
481

325
241

35b
312

477
449
320
335
359
351

450
320
209

y

383
503
4y7
746
633
509
624
435
49y
394
633
515
383
393
389
596
503
507
414
402
435
551
507
330

rotection Class

"8

394
648
533
800
625
442
519
364
452
272
625
618
394
440
435
666
648
440
453
518
475
600
440
287

9

626
726
656
984
823
703
681

686
719
505
823
yai

626
637
543
833
726
699
561

581

589
738
699
455

438
583
497
74b
633
682
524
435
563
476
633
589
438
431

445
684
583
579
414
4h6
435
551

579
377

717
842
666
984
823
804
681
686
820
615
823
1,121
716
694
622
957
842
798
561
674
589
738
798
520



Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.'
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.

Industrial Indemnity Co. of Ak.

Insurance Co. of North America
Insurance Services O0ffice
Nationwide Mutual Fire Ins. Co.
Pacific Employers Ins. Co.
State Farm Fire S Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc .

Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Al Istate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. ot AKk.
Horace Mann Ins. Co,
Industrial Indemnity Co.

Industrial Indemnity Co. of Ak.

Insurance Co. of North America
Insurance Services Iffice

Nationwide Mutual Fl-e Ins. Co.

Pacific Employers Ins. Co.
State Farm Fire 6 Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc.

FAIRBANKS
(50,000)

430
566
395
593
4517
544
378
568
567
358
457
860
537
319
383
588
566
541
343
453
362
462
541
358

175
357
233
350
396
291

329
231

285
246
396
295
219

212

247
379
357

2yi

237
286
2438
325
291

190

Protection Class

6 8
430 592
5bb 84/
46b 683
6yy 1,025
535 798
544 598
443 662
5b8 568
567 620
404 482
535 798
86U 9438
537 591
375 536
383 567
588 869
566 847
541 594
409 582
*53 878
427 611
541 765
541 594
358 393

Protect ion

6 8
175 241
357 531
275 404
413 606
463 693
291 320
385 576
231 231
285 311
2/1 30/
463 693
295 325
219 241
249 356
24/ 364
37y 559
357 531
291 30
275 396
286 425
290 416
376 528
291 320

190 209

9

938
9y
841
1,262
1,080
951
870
1.068
989
660
1,080
1,509
940
776
707
1,086
949
944
722
759
759
943
944
623

Class
9

383
595
497
7*6
911

509
757
435
499
422
911

515
383
393
457
700
595
507
489
476
513
646
507
330

1,0/7
1,101
841
1,262
1,080
1,088
870
1,068
1,132
807
1,080
1,721
1,075
847
813
1,250
1,101
1,078
722
881
759
943
1,078
711

438
691

497
746
911

582
757
435
568
564
911

589
438
431
523
804
691

579
488
553
513
646
579
3717



Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
African Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.

Industrial Indemnity Co. of Ak.

Insurance Co. of North America
Insurance Services 0ffice

Nationwide Mutual Flre Ins. Co.

Pacific Employers Ins. Co.
State Farm Fire f, Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.

Industrial Indemnity Co. of Ak.

Insurance Co. of North America
Insurance Services Office

Nationwide Mutual Fire Ins. Co.

Pacific Employers Ins. Co.
State Farm Fire & Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc.

FAIRBANKS
(80,000)

286
515
30F
462
515
402
428
364
411
240
515
560
358
261
345
530
515
401
306
412
320
412
401
261

430
672
395
593
657
544
546
568
567
397
657
860
537
319
450
691

672
541

386
538
404
513
541

358

Protection Class

6 m"6
286 394
515 767
363 533
545 800
602 901
402 442
501 749
364 364
411 452
271 307
602 901
560 618
358 394
307 440
345 509
530 781
515 767
401 440
356 512
412 614
375 539
478 677
401 440
261 287

Protection

6 8
430 592
672 1,003
466 683
699 1,025
769 1,150
544 598
639 956
568 568
567 620
444 511
769 1,150
860 948
537 59!
375 536
450 664
691 1,020
672 1,003
541 594
448 647
538 983
473 681
597 850
541 594
358 393

y

626
860
656
984
1,184
703
984
686
719
422
1,184
981
626
486
638
979
860
699
632
506
665
830
699
455

Cl.iss

9

938
1,124
841
1,262
1,512
951
1,257
1,068
989
705
1,512
1,509
940
592
834
1,278
1,124
944
797
899
841
1,043
944
623

10

717
999
656
984
1,184
804
984
686
820
564
1,184
1,121
716
532
731
1,125
999
798
632
799
665
830
798
520

1,077
1,307

841
1,262
1.512
1,088
1,257
1,060
1,132
1,035
1,512
1,721
1,075

649

956
1,470
1,307
1.078

797
1,046

841
1,043
1,078

711



Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.

Industrial Indemnity Co. of Ak.

Insurance Co. of North America
Insurance Services Office

Nationwide Mutual Fire Ins. Co.

Pu'itlc Employers Ins. Co.
Statt carm Flre & Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc.

Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. ot AKk.
Horace Mann Ins. Co.
Industrial Indemnity Co.

Industrial Indemnity Co ol Ak.

Insurance Co. of North America
Insurance Services O0ffice

Nationwide Mutual Fire Ins. Co.

Pacific Employers Ins. Co.
State Farm Fire X Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc.

JUNEAU
(80,000)

175
265
212
318
233
291
193
212
275
205
233
295
219
180
211
323
265
291
178
212
186
250
291
190

286
381

279
419
303
402
251

332
397
257
303
560
358
222
294
451
381

401

224
305
233
306
401

261

Protection

175 241
265 393
221 318
332 477
256 381
291 320
212 316
212 212
275 301
218 278
256 381
295 325
219 241
212 303
211 312
323 477
265 393
291 320
201 282
212 314
211 297
280 383
291 320
190 209
Protection
6 8
286 394
381 56/
292 420
438 630
333 495
407 442
276 411
332 332
397 434
276 351
333 495
560 618
358 394
261 374
294 435
451 666
381 567
401 440
253 355
305 454
264 372
343 475
401 440
261 28/

«

Class

383
439
384
576
524
509
434
435
479
377
524
515
382
438
389
596
439
507
340
419
359
458
507
330

Class
9

626
633
507
761
681
703
564
686
690
479
681
981
626
541
543
833
633
699
429
506
451
571
699
455

438
511

384
576
524
582
434
435
546
456
524
589
438
478
445
684
511

579
340
409
359
458
579
377

717
738
507
761
681
804
564
686
788
582
681
1,121
716
590
622
957
738
798
429
590
451
571
798
520



Alaska Ins. Co.

Alaska Pacific Assurance Co.
All State Ins. Co.

Allstate Indemnity Co.
American Ins. Co.

American Motorists Ins. Co.
Associated Indemnity Co.
Colonial Penn Ins. Co.
Continental Ins. Co.
Dependable Ins. Co.

Firemans Fund Ins. Co.
Government Employees Ins. Co.
Great American Ins. Co. of Ak.
Horace Mann Ins. Co.
Industrial Indemnity Co.

Industrial Indemnity Co. ot Ak.

Insurance Co. of North America
Insurance Services O0ffice

Nationwide Mutual Fire Ins. Co.

Pacific Employers Ins. Co.
State Farm Fire & Casualty Co.
State Farm General Ins. Co.
Umialik Ins. Co.

United Services Auto Assoc.

430
497
358
537
387
544
320
511
547
328
387
860
537
271
383
588
497
541
284
398
298
385
541
358

Protection Class

6

430
4917
374
561
425
544
352
511
547
349
425
860
537
319
383
588
497
541
323
398
338
433
541
358

8

592
740
539
809
632
598
525
511

596
450
632
948
591

456
567
869
740
594
455
542
478
603
594
393

9

938
828
650
975
870
951
720
1,068
948
623
870
1,509
940
660
707
1,086
828
944
548
622
579
726
944
623

10

1,077
965
650
975
870

1,088
720

1,068

1.088
760
870

1,721

1,075
720
813

1,250
965

1,078
548
1172
579
726

1,0/8
711






Sec. 21.36.400 LIMITATION ON SURCHARGES FOR AUTOMOBILE [INSURANCE
FOR ACCIDENTS OR VIOLATIONS.

(a) An insurer may not charge increased premium or surcharge
a rate for automobile insurance based wupon an automobile
violation unless the insured or other operator residing
in the same household has been convicted of that violation.

(b) An insurer may not charge 1increased premium or surcharge
a rate for automobile insurance if;

(&) The automobile was lawfully parked except that an
automobile rolling from a parked position may be
considered as the operation of the last operator;

(2) Reimbursement by or on behalf of a person reponsible
for the accident has been made or a judgement against
such persons exist;

(3) The 1insured or other operator residing 1in the same
household was struck 1in the rear and has not been
convicted of a moving traffic violation 1in connection
with the accident;

1) The other party was convicted of a moving traffic
violation 1in connection with the accident;

(5) The 1insured or other person residing in the same
household was hit by a hit and run driver and the
accident was reported to the appropriate authorities
within 24 hours;

(6) Damage 1is the result of contact with animals or fowl;

) Damage 1is limited to and caused by flying gravel,
missilas or falling objects; or

8 Loss 1is subject to coverage under comprehensive
coverage.



&

X

BULLETIN 73-5

TO: ALL INSURERS WRITING AUTOMOBILE INSURANCE FOR DELIVERY IN THE STATE OF
ALASKA

RE: USE OF ACCIDENT INFORMATION APPEARING ON MOTOR VEHICLE RECORD ABSTRACTS
1JSUED BY THE ALASKA DEPARTMENT OF PUBLIC SAFETY

An increasing number of complaints reveal that a substantial degree of abuse
is occurring in connection with accident information appearing on individual
motor vehicle record (MVR) "Abstracts issued by the Alaska Department of
Public Safety." We have found that insurers are applyi) *» "Safe Driver Points
or rate surcharges for accidents shown on the abstract without first deter—
mining that such accidents are "At Fault"™ accidents.

Since the MVR abstract displays accidents without regard to fault, it is im—
proper for an insurer to rely solely upon such an indication as justifica—
tion for an additional charge. No insurer may blindly charge points or sur—
charge a risk for an accident appearing on the MVR abstract. In the same
light, cancellations or non-renewals based on accident information appearing
on the abstract will not be condoned unless supporting determination is made
concerning the fault of the accident.

"Safe Driver Points" or rate surcharges may be charged for "At Fault" acci-
dents involving injury to person or damageto property inexcess of $100

in which the insured or person covered under thepolicy isinvolved except
accidents where:

1. The automobile was lawfully parked (An automobile rolling from a
parked position need not be considered as lawfully parked, but may
be consideiud the operation of the last operator); or

2. Reimbursement by or on behalf of a person responsible for the acci-
dent has been made or a judgement against such persons exist; or



BULLETIN 73-5 -2 - February 26, 1973

3. The Insured or other operator residing in the same household was
struck in the rear and has not been convicted of a moving traffic
violation in connection with the accident; or

A. The other party was convicted of a moving traffic violation in con—
nection with the accident and the insured was not; or

5. The insured or other operator residing in the same household was
hit by a "Hit and Run"™ driver and same was reported to authorities
within 2A hours; or

6. Damage is the result of contact with animals or fowl; or

7. Damage is limited to and caused by flying gravel, missiles or fall—
ing objects.

THIS BULLETIN IS EFFECTIVE IMMEDIATELY.

0"Shea



Sec. 21.36.400 LIMITATION ON SURCHARGES FOR AUTOMOBILE INSURANCE
FOR ACCIDENTS OR VIOLATIONS.

@) An insurer may not charge increased premium or surcharge
a rate for automobile insurance based upon an automobile
violation unless the insured or _.other operator .residing
in the same household_has been convicted of that violation.

(b) An insurer may not charge 1increased premium or surcharge
a rate for automobile 1insurance 1if;

/" (1) The automobile was lawfully parked except that an
% automobile rolling from a parked position may be
7 considered as the operation of the last operator;
(2) Reimbursement by or on behalf of a person reponsible
for the accident has been made or e judgement against
such persons ex 7st;

(3) The 1insured or other operator residing in the same
household was struck 1in the rear and has not been
convicted of a moving traffic violation 1in connection
with the accident;

4) The other party was convicted of a moving traffic
violation 1in connection with the accident;

(5) The 1insured or other person residing 1in the same
household was hit by a hit and run driver and the
accident was reported to the appropriate authorities

within 24 hours;

(6) Damage 1is the result of contact with animals or fowl;

(7 Damage 1is limited to and caused by flying gravel,
missiles or falling objects; or

Loss is subject to coverage under comprehensive
coverage.



Sec. 21.39.090. Information to be furnished insureds: Hear-
ings and appeals of insureds. Eacli rating organization and
each insurer which makes its own rate shall, within a
reasonable time after receiving written request and upon pay-
ment of the reasonable charge as it may make, furnish to an
insured affected by a rate made by it, or to the authorized rep-
resentative of the insured, all pertinent information concern-
ing the rate. Each rating organization and each insurer which
makes its own rates shall provide within this state reasonable
means for a person aggrieved by the application of its rating
system to be heard, in person or by his authorized representa-
tive, on his written request to review the manner in which the
rating system has been applied in connection with the insur-
ance afforded him. If the rating organization or insurer fails
to grant or reject the request within 30 days after it is made,
the applicant may proceed in the same manner as if his appli-
cation had been rejected. A party affected by the action of the
rating organization or the insurer on the request may, within
30 days after written notice of the action, appeal to the direc-
tor, who, after a hearing held upon not less than 10 days’
written notice to the appellant and to the rating organization
or insurer, may affirm or reverse the action. (8 1 ch 120 SLA
1960)



Jm_fAlaska National ™ Or;

MmUfIHY I NS URANTCE COMPANY

A policy of service and protection

5<?C
LEGISLATIVE POSITION PAPER
HOUSE BILL NO. 16 (Fritz)
* o ?
PURPOSE
-_-J'r:k
An Act relating to premium increases for automobile 1insurance
policies. . -
-
r-WTA
Ty
BACKGROUND .
- . .

This measure appears to address the problem of an insurance company
increasing the rates for an individual insured. “Perhaps it attempts
to address the problem of a person who has. been found to have too
many violations, or traffic accidents, by an wunderwriter who then
re-rates the policy in light of these new underwriting criteria.

The procedure established in the proposed Statute 1is very elaborate
and unrealistic.

The sponsors of the legislation need to be aware of the following:

1. In personal lines automobile insurance all rates are
approved by the Division of Insurance, and the rating plan
together with all wunderwriting criteria are all on file
with and approved by the Division. For example, if an
insurance company has a policy of increasing premium for an
insured who has three moving violations, thatprovision
will be on file with the Division, andwill have been

approved.

*

7001 Jewel Lake Road e« Post Office Box 3440, Anchorage, Alaska 99510 « Telephone (907) 248-2642 « Telex (090) 25-456



If an insured 1is found to have three moving violations,
then it 1is appropriate for the underwriter to re-rate the
policy in accordance with terms of the approved filing.

So long as any change in premium is made in accordance with
the rate filings on file with and approved by the Division,
there is little for the insurance company and the insured
to discuss other than the facts which give rise to the
underwriting judgment, in other words, did in fact the
person receive Ehre; moving violations?

2. There already exists a procedure in the Division of
Insurance for a person who believes that the wunderwriting
e. criteria, or re-rating, 1is not in accordance with the facts
or the filing. The Division has a consumer complaints
section Jlocated 1in Anchorage that investigates complaints
filed with it by any policyholder who believes that they

have been improperly charged a premium on their policy.
- . . -* L] k4 **TP\* PS ./ -

The Division has the capacity to investigate the consumer
complaint to determine the propriety *of the charges and to
determine that the charges are in accordance with approved
filings. \r." T

3. The procedure proposed calls for a meeting with a
representative of the insurer to discuss the reasons for
the increase.

The fact 1is that the two largest automobile insurance
writers in the State, State Farm and Allstate, market
insurance policies which are computer issued by facilities
located 1in the Lower 48. I suspect there 1is no one who
represents either of those insurers in the State of Alaska
who could explain the rate, or change the rate, other than
perhaps an informal explanation by one of their
representative agents.

This is even more so with respect to the stock 1insurance
companies which market, their automobile insurance 1in the
State but have no representatives in tie State.

COMMENT

Since this measure is limited to private passenger automobile
insurance, it does not directly affect this Companys book of
business, but we do not wish to be precluded from entering the
private passenger automobile insurance business in Alaska because of
unnecessary burdens placed on underwriters by ill conceived Statutes.



aska State legislature

Representative Milo Fritz While In JuneBu

District 5 Pouch V

P.O. Box 158 Juneau, Alaska 99811
Anchor Point, Alaska 99556 rp: i (907) 465-4833

(907) 235-8366
“Pr*

Ifimsp nf Steprejsnttaltos

MILO FRITZ
HOUSE BILL 16, AUTOMOBILE INSURANCE PREMIUM INCREASES

I INTRODUCED HB 16, AN ACT RELATING TO PREMIUM INCREASES FOR AUTOMOBILE
INSURANCE POLICIES DUE TO A LARGE NUMBER OF COMPLAINTS BY MY CONSTITUENTS.
THESE PEOPLE HAVE FELT THAT THEIR INSURANCE PREMIUMS WERE UNJUSTLY RAISED AND
THAT THEY HAD NO PROCEDURE AVAILABLE TO APPEAL THE INSURER®"S DECISION. THIS
BILL SETS FORTH A PROCEDURE FOR AN APPEAL PROCESS BY WHICH THE GENERAL PUBLIC
CAN HAVE ""JUSTICE SERVED. IT WILL NOT ALLOW INSURANCE COMPANIES TO RAISE THE
INSURED"S PREMIUM UNLESS THEY ARE UNIFORM IN THEIR POLICY AND HAVE GIVEN THE
INSURED AN OPPORTUNITY TO REFUTE THE INSURER®S CLAIM.

BULLETIN 73-5 FROM THE DEPARTMENT OF COMMERCE, DIVISION OF INSURANCE 1S
ADDITIONAL PROOF THAT THERE HAS BEEN A PROBLEM FOR SOME TIME. THE FACT IS
THAT THIS BULLETIN AND THE PRESENT STATUTE, TITLE 21, WHICH GOVERNS INSURANCE,

HAVE NOT TAKEN CARE OF THIS PROBLEM.

THERE HAS BEEN SOME CONCERN FROM THE INSURANCE INDUSTRY THAT HB 16 WOULD

BE BURDENSOME ON THEM. I HOPE THAT THEY WILL PROPOSE ALTERNATIVES WHICH THE

COMMITTEE CAN ACT UPON.



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Me: HB 16 Date on Bill: L/17/83

Title: An Act relarinc to premia increases for automobile insurance policies
Sponsor: Fritz

Requestor:

l. Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Dollars)
1 Fy 83 FY 84 FY 85 Fy 86

1

1 |
1CaDi ts 1 1 1 ! 0 0 0 t
I0Deratino | 1 1 0 0 0 !
Trotal i I 1 0 0 U |
b. Revenues: .
|Revenue 1 ! , 0 1 0 0 s -

2. Source of funds to offset fiscal impact of bill:

3. Assumptions:

Disci aimer:
This statement n”s/'not been reviewed by the OMB in the Office of the Governor,
fore does notjedjrse>n-AANANiNJeMst>giate of fiscal impact.

Phone: 465-2515

Division: " lhsurance H Date: 3/9/b3
T

ADDroved by Commissioner: Richard A. Lyon M Date:

Deoartment: Cormerce £ Economic Development

5. Distribution:
Original to Legislative Finance
Copy to CMS
Copy to Soonsor
Copy to Requestor 2/15/83

H t— e
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Introduced: 1/20/83
Referred: Labor & Commerce,
Judiciary and Finance

Z) L NN

IN THE HOUSE ) BY LINDAUER
SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 22
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing a state residence requirement
for loans purchased by the Alaska Industrial Develop-
ment Authority."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Section 1. AS 44.88.1:5(d) is amended by adding a new paragraph to
read:
(9) may not be made unless the prelect applicant is a
(A) resident of the state;
(B) Lusiness enterprise in which the majority interest
is owned by residents of the state; or
(C) business enterprise that maintains 1its hcadquar-
ters, executive offices, and administrative offices in the state,
that maintains its principal place of business in the state, and
that derives more than half of its business revenue from business
done 1in the state; in this paragraph "business enterprise" in-

eludes the parent company of a business enterprise.

@ /5/?aJAx —
(E) C-0"Pe/tr? T/or0 K>O0L~ftnc y
Top "ry srrtre <2e><p>0A.r/astS

OtATIFftXr Jfi) -1 SSHB 22



Slaska g>tate legislature

Representative John Lindauer
District 1C-A

3933 Geneva PlLace
Anchorage, AK 99508

gousfe of  resrentatib

January 21, 1983

TO: House Labor and Commerce Committee
FROM: Representative John Lindauer
SUBJECT: House Bill #22: "An Act establishing a state

residence requirement for loans purchased by
the Alaska Industrial Development Authority."”

The purpose of this bill is to limit AIDA loans to residents
of Alaska and businesses operating in Alaska.

"Many state loan programs and programs using state money
already have restrictions that prohibit them from making

loans to anyone but state residents. This is the case with
agricultural loans (AS 03.10), commercial fishing loans

(AS 16.10.300. et seq.), mining loans (AS 27.09), student

loans (AS 14.40.741, et seq.), and loans made by the Commercial
Fishing and Agricultura- Bank (AS 44.81.210 (a) (1) ).

Other loan programs tend to be limited to state residents by
their internal structure. AHFC loans, for example, are generally
limited to owner-occupied residencies anc® thus are made only

to persons actually residing in the state. Other examples

of self-limiting loan programs are the Municipal Bond Bank
Authority (AS 44.85), assisting Alaskan municipalites only,

and the Bulk Fuel Revolving Loan Fund (AS 45.87) which assists
Alaskan communities and individuals. These programs do not
have specific residency requirements, but such requirements

are probably not necessary due to the nature of the loan
programs."

AIDA has no residency provisions and it is the intent of this
bill that only Alaskans participate in this loan program.

The intent is to only qualify business entities who (a)

do business within the state of Alaska; (b) have a majority
of their employees employed within the geographic bounds of
Alaska; and (c¢) have their corporate headquarters within
Alaska.

~inn H. Asper, Legislative Counsel, memorandum to Representative
John Lindauer, December 2, 1932.



State of Alaska

POUCH V
JUNEAU. ALASKA 99811
(907) 465-3892

WALT FURNACE,CHAIRMAN
RICK UEHLING, VICE CHAIRMAN
JOHN COWOERY
NIILO E. KOPONEN
HUGH MALONE
JOHN RINGSTAD
RON WENDTE

House L abor and Commerce Committee

April 5, 1983

To Representative Walt Furnace, Chairman
House Labor and Commerce Committee
AVVT A
From: \JEtferson B. Barry:

Professional Aide

Re: Sponsor Substitute for House Bill 22

Introductory Analysis

SSHB22 1is an act which establishes a state residence
requirement for loans purchased by the Alaska Industrial
Development Authority. The purpose, as stated by the
sponsor, is "to only qualify business entities who (a) do
business within the state of Alaska; (b) have a majority of
their employees employed within the geographic bounds of
Alaska; and (c) have their corporate headquarters within
Alaska.™ In dealing with any program which requires
residency immediate questions of constitutionality need to
be addressed. The attached memorandum from Legislative
Counsel Linn Asper touch on the surface of these concerns
but skirt the main questions. Even with a narrow scope of
review, Mr. Asper could only conclude, "that a case can be
made that the residence requirement it contains 1is

constitutional.”



Zobel, Hicklin, Lynden, Shelev, and other cases which
have been filed over residency requirements have pointed out
the necessity for the legislation to clearly enunciate a
state benefit, public purpose, not intrude into commerce
(private), and be based on a rational basis for establishing
the residency requirement. Since SSHB22 establishes a
residency requirement for AIDA, it is necessary to examine
the purpose, policy, and rational which created AIDA and see
where SSHB22 fits into the general statutes.

The legislative findings, determinations and
declarations about AIDA are found in AS 44.88.010(a)(1)-(7).
These seven findings relate to unemployment and the need to
stimulate economic activity in the state. AS 44.88.010(b)
states; "It is declared to be the policy of the state, in
the interests of promoting the health, security and general
welfare of all the people of the state, and a public
purpose, to increase job opportunities and otherwise to
encourage the economic growth of the state, including the
development of its natural resources, through the
establishment and expansion of manufacturing, 1industrial,
and business enterprises and the other facilities referred
to in (a)(5) of this section by creating the public
corporation with power, duties and functions as provided 1in
AS 44.88.010-44.88.220." The purpose of SSHB22 would be to
create a benefit for "Alaska" businesses and may create a
climate detrimental to the stated purposes of AS
44.88.010(a) and (b).

Since the purpose of AIDA is to encourage the
development of the economy, not to see who may get the
profit of a particular enterprise, SSHB22 may have a
chilling effect on the ability of otherwise eligible
business to invest in the Alaskan marketplace and create the
jobs, etc. if they are disqualified on the basis of
residency. This also raises the question of how to treat

franchises of national corporations.



The questions of interstate commerce certainly need to
be addressed. IfT the purpose of AIDA is to develop the
economy, it would seem contradictory to prevent qualified
firms from participating based on the location of home
office or where they were 1incorporated. The idea of giving
an Alaska based firm a competitive advantage in industry
engaged in interstate commerce has not found favor in the
courts. The fundamental policy question that needs to be
answered is for whose benefit is AIDA established? Is it to
meet the goals set forth in AS 44.88.010 or to ensure that
only Alaska businessmen receive the profits of business
conducted in or based out of Alaska? Should the state be
concerned and use the resources of the state for the
establishment and development of the economy or should the

state underwrite the profit(s) c: "Alaska business."



T i lh ITh M Ih
POUCH Y - STATE CAPITOL

¥C31 LiiQgLMTM JUNEAU. ALASKA 998 >1
LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM February 2, 1983
SUBJECT: Residence requirement for applicants for AIDA
loans (CSSSHB 22)
T0: Representative JohnLindauer
FROM: Linn H. Asper
C- H Legislative Counsel

I have prepared a proposed committee substitute for SSHB 22,
that would impose a residence requirement for applicants for

AIDA loans. Your concern 1in making this request, as |
understand 1it, was to eliminate constitutional problems
raised by ohe bill. The only significant change | have made
is to delete the inclusion of parent companies 1in the
concept of "business enterprise”. The effect of that clause
was to bar all out-of-state enterprises from consideration
for an AIDA loan unless they relocated in Alaska. As

rewritten an outside enterprise could get a loan if an
Alaskan subsidiary were formed, controlled by state
residents.

The primary purpose of this memorandum is to advise that it
may be 1impossible to write a bill that will accomplish your
purpose and still escape constitutional scrutiny. This 1is
so largely because the state of the law is that residence
requirements are in full retreat in this state and

elsewhere. You are well aware of the Zobel cases, involving
durational residency requirements for ndividuals, but in
addition a 1974 case, Lynden Transport v. State, 532 P. 2d
700 (Alaska), held that an advantage given resident trucking
enterprises over nonresidents was an unconstitutional
violation of the equal protection clauses of the federal and
state constitutions. Since Lynden Transport involved a
permit to do business in the state and your bill concerns
access to state subsidized loans, a distinction might be
drawn that would favor your proposed legislation, but the
potential for a court challenge remains. Lynden Transport
has since been cited with favor in Hicklin v. Qrbeck,

565 P.2d 167, and Sheley v. Alaska Bar Association, 620 P.2d
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64 2,. both of which struck down state durational residence
requirements. Nevertheless, because your bill relates to
access to a state benefit rather than the ability to do
business in the state and because it does not impose a
durational residence requirement, it may be easier to
establish a rational basis for the residence requirement
to justify the distinction between residents and
nonresidents. Therefore, although 1 am not able to
guarantee that your bill, as rewritten, satisfies all
constitutional requirements, | do believe that a case can be
made that the residence requirement it contains 1is
constitutional.

LHA:1jb

Enclosure
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Sec. 44.88.010. LEGISLATIVE FINDING AND POLICY.

(@) The legislature finds, determines and declares that

(1) there exist areas of the state in which seasonal and
nonseasonal unemployment exist;

(2) this unemployment is a serious menace to the health,
safety and general welfare, not only to the people in chose areas, but
also to the. people of the entire state;

(3) the state lacks the basic manufacturing, industrial, and
business enterprises and the other facilities referred to in (5) of this
subsection necessary to permit adequate development of its natural
resources and the balanced growth of its economy;

(4) the establishment and expansion of industrial,
manufacturing, and business enterprises in Alaska and the other
facilities referred to in (6) of this subsection are essential to the
development of the natural resources and the long-term economic growth
of the state, and will directly and indirectly alleviate unemployment in
the state;

(5) the achievement of the goal of full employment, and of
establishment and continuing operation and development of industrial,
manufacturing, and business enterprises in the state, including
facilities for air and water transportation, facilities for pollution
control and waste disposal, facilities for the local furnishing of gas,
facilities for water, and facilities for industrial parks, will be
accelearated and facilitated by the creation of an instrumentality of
the state with powers to incur debt and to make and insure loans to
finance, and to assist private lenders to make loans to finance, the
establishment, operation, and development of industrial, manufacturing,
and business enterprises, including facilities for air and water
transportation, facilities for pollution control and waste disposal,
*_acilities for the local furnishing of gas, facilities for water, and
facilities for industrial parks;

(6) it is in the public interest to promote the prosperity
and general welfare of all citizens of the state by stimulating
commercial and industrial growth and expansion by encouraging an
increase of private investment by banks, investment houses, 1insurance
companies, and other financial institutions, including pension and
retirement funds, to help satisfy the need for economic expansion;

(7) it is in the state"s interest to import private capital
to create new economic activity which would not otherwise take place in
the state.

(b) It is declared to be the policy of the state, in the interests
of promoting the health, security and general welfare of all the people
of the state, and a public purpose, to increase job opportunities and
otherwise to encourage the economic growth of the state, including the
development of its natural resources, through the establishment and
expansion of manufacturing, industrial, and business enterprises and the
other facilities referred to in (a)(5) of this section by creating the
public corporation with power, duties and functions as provided in AS
44.88.010 44.88.220.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 1 ch 64 SLA 1977; am secs. 44
48 ch 106 SLA 1980; am sec. 28 ch 115 SLA 1981)

See.. 44.88.020. CREATION OF AUTHORITY.



There 1is created the Alaska Industrial Development Authority. The
authority is a public corporation of the state and a body corporate and
politic constituting a political subdivision within the Department of
Commerce and Economic Development, but with separate and independent
legal existence.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 104 ch 218 SLA 1976)

Sec. 44.88.030. MEMBERSHIP OF AUTHORITY.
(a) The membership of the authority consists of
(1) the commissioner of revenue and the commissioner of
commerce and economic development;
(2) one other person appointed by the governor who serves as
the head of a principal department of the executive branch; and
(3) two public members appointed by the governor.

(b) If a member described in (a)(1) or (a)(2) of this section is
unable to attend a meeting of the authority, he may by an instrument in
writing filed with the authority, designate his deputy or assistant to
act in his place as a member at the meeting. For all purposes of this
chapter, the designee is a member of the authority at the meeting.

(c) Members of the authority described in (a)(2) and (a)(3) of.
this section serve two-year terms. However, the initial appointment of
one member described in (a)(3) of this section shall be for a one-year
term.

(d) If a vacancy occurs 1in the membership of the authority, the
governor shall immediately appoint a member for the unexpired portion of
the term POSTPONED EFFECTIVE DATE

(e) Effective on the effective date of the amendment to the
Constitution proposed in 1980 Legislative Resolve No. 43 The
appointment or reappointment of a member of the authority under (a)(2)
or (a)(3) of this section is subject to confirmation by a majority vote
of the members of the legislature in joint session. If the legislature
fails to confirm the appointment of the head of a principal department
of the executive branch as a member, the governor shall appoint the head
of another principal department of the executive branch to serve as a
member subject to confirmation under this subsection. A member
appointed to fill a vacancy under (d) of this section is subject to
confirmation under this subsection.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 7 ch 207 SLA 1975; am see. 2
ch 64 SLA 1977; am secs. 49, 50 ch 106 SLA 1980)

Sec. 44.88.040. CHAIRMAN AND VICE-CHAIRMAN.

The members of the authority shell elect a chairman from among
themselves. A vice-chairman may be elected by the authority from among
its other members. The vice-chairman presides over all meetings in the
absence of the chairman and has other duties which the authority may
direct.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 105 ch 218 SLA 1976; am sec.
51 ch 106 SLA 1980)

Sec. 44.88.050.. MEETINGS, COMPENSATION, OFFICERS AND EMPLOYEES.
(a) A majority of the members of the authority constitutes a
quorum for the transaction of business or the exercise of a power or



function at a meeting of the authority. In case of a tie vote on a
motion or resolution pending before the authority the motion or
resolution shall be presented to the governor and if approved by him, is
considered adopted by the authority. The authority may meet and
transact business by electronic media if

(1) public notice of the time and locations where the meeting
will be held by electronic media has been given in the same manner as if
the meeting were held in a single location;

(2) participants and members of the public in attendance can
hear and have the same right to participate in the meeting as if the
meeting were conducted in person; and

(3) copies of pertinent reference materials, statutes,
regulations, and audio-visual materials are reasonably available to
participants and to the public. A meeting by electronic media as
provided in this subsection has the same legal effect as a meeting in
person.

(b) The public members of the authority receive $100 compensation
for each day spent on official business of the authority and may be
reimbursed by the authority for actual and necessary expenses at the
same rate paid to members of state boards under AS 39.20.180.

(©) The authority may appoint persons as officers itconsiders
advisable, including an executive director, and may employprofessional
advisors, counsel, technical experts, agents, and other employees it
considers advisable. The executive director and employees of the

authority are in the exempt service under AS 39.25.010 - 39.25.220,

(d) The authority shall keep minutes of each meeting and send a
certified copy to the governor and to the Legislative Budget and Audit
Committee.

HISTORY (Sec. 1 ch 64 SLA 1967; am secs. 52,53 ch 106 SLA 1980; am
secs. 29, 30 ch 115 SLA 1981)

Sec. 44.88.070. PURPOSE OF THE AUTHORITY.

The purpose of the authority is to promote, develop and advance the
general prosperity and economic welfare of the people of Alaska, to
relieve problems of unemployment, and to create additional employment by
providing various means of financing and means of facilitating the
financing of industrial, manufacturing, and business enterprises and the
other facilities referred to in AS "4.81.010(a)(5) within the state.
HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 54 ch 106 SLA 1980; am sec. 31
ch 115 SLA 1981)

Sec. 44.88.080. POWERS OF THE AUTHORITY.
In furtherance of its corporate purposes, the authority has the
following powers in addition to its other powers:

(€)) to sue and be sued;

2 to have a seal and alter it at pleasure;

(3) tomake a.d alter bylaws for its orgnizationand internal
management;

(4) toadopt regulations governing the exerciseof its
corporate powers;



(5) to acquire an interest in a project as necessary or
appropriate to provide financing for the project, whether by purchase,
gift or lease;

(6) to lease to others a project acquired by it for the
rentals and upon the terms and conditions the authority may consider
advisable, including, without limitation, provisions for options to
purchase or renew;

(7) to issue bonds, in accordance with AS 44.88.090, to pay
the cost of a project and to secure payment of the bonds as provided in
AS 44.88.010 44.88.220;

(8 co sell, by installment sale or otherwise, exchange,
donate, convey or encumber in any manner by mortgage or by creation of
any other security interest, real or personal property owned by it, or
in which it has an interest, including a project, when, in the judgment
of the authority, the action 1is in furtherance of its corporate
purposes;

(9) to accept gifts, grants or loans from, and enter into
contracts or other transactions regarding them, with a federal agency or
an agency or instrumentality of the state, a municipality private
organization or other source;

(10) to deposit or invest its funds, subject to agreements
with bondholders;

(11) to enter into contracts or agreements with respect to
the exercise of any of its powers, and do all things necessary or
covenient to carry out its corporate purposes and exercise the powers
granted in AS 44.88.010 - 44.88.220;

(12) to purchase or insure loans to finance the costs of
manufacturing, industrial, and business enterprise projects;

(13) to enter into loan agreements with respect to one or
more projects upon the terms and conditions the authority considers
advisable;

(14) to acquire, manage, and operate a project when it
becomes necessary or desirable to do so to safeguard the authority from
losses;

(15) to assist private lenders to make loans to finance the
costs of projects through loan commitments, short-term financing, or
otherwise;

(16) to accept gifts, grants, or loans from a federal agency,
from an agency or instrumentality of the state or of a municipality, or
from any other source;

(17) to enter into contracts or other transactions with a
federal agency, with an agency or instrumentality of the state or of a
municipality, or with a private organization or other entity consistent
with the exercise of any power under AS 44.88.010 44.88.220;

(18) to facilitate the expansion of a secondary market for
the resale of federally or commercially insured loans made to finance
the costs of projects in Alaska held by federalafld state chartered
financial institutions or by the AlaskaCommcrci wkishing and
Agriculture Bank.

HISTORY (Sec. 1 ch 64 SLA 1967; am secs. 55 -59 ch 106 SLA 1980; am
secs. 32, 33 ch 115 SLA 1981)

Sec. 44.88.090. BONDS OF THE AUTHORITY.



(@) Subject to (g) of this section, the authority mry borrow money
and may issue bonds, including but not limited to bonds on which the
principal and interest are payable,

(1) exclusively from the income and receipts or other money
derived from the project financed with the proceeds of the bonds,

(2) exclusively from the income and receipts or other money
derived from designated projects whether or not they are financed in
whole or in part with the proceeds of the bonds, or

(3) from its income and receipts or other assets generally, or
a designated part or parts of them.

(b) Bonds shall be authorized by resolution of the authority, and
be dated and shall mature as the resolution may provide, except that no
bond may mature more than 40 years from the date of its issue. Bonds
shall bear interest at the rate or rates, be in the denominations, be 1in
the form, either coupon or registered, carry the registration
privileges, be executed in the manner, be payable in the medium of
payment, at the place or places, and be subject to the terms of
redemption which the resolution or a subsequent resolution may provide.

(c) All bonds, regardless of form or character, shall be
negotiable instruments for all the purposes of the Uniform Commercial
Code.

(d) All bonds may be sold at public or private sale in the manner,
for the price or prices, and at the time or times which the authority
may determine.

(e) Before the issuance of any bonds, the authority shall make
provision by lease or other agreement regarding the project or projects
being financed by the issue of the bonds for rentals or other
considerations at least sufficient, in the judgment of the authority, to
pay the principal of and interest on the bonds as they become due. and to
create and maintain the reserves therefor as the authority considers
necessary or desirable and to meet all obligations in connection with
the lease or other agreement and all costs necessary to service the
bonds unless the lease or agreement provides that the obligations are to
be met or costs are to be paid by a party other than the authority.

(f) The superior court shall have jurisdiction to hear and
determine suits, actions or proceedings relating to the authority,
including suits, actions or proceedings brought to foreclose or
otherwise enforce a mortgage, pledge, assignment or security interest or
brought by or for the benefit or security of a holder of its bonds or by
a trustee for or other representative of the holders.

() The authority may not

(€)) issue bonds, other than refunding bonds, in any \2-montb
period beginning after June 30, 1982, in an amount that exceeds the
amount of bonds authorized to be issued during the preceding 12-month
period, unless a different amount 1is authorized by tbhs legislature; or

(2 issue revenue bonds other than refunding bonds for a
project under this chapter in an amount greater than $50,000,000 during
any 12-month period beginning after June 30, 1981, unless the issuance
is included separately in the estimates required in the report of the
authority under AS 44.88.210(b) and unless the legislature, by law,
approves the issuance.

(h) The authority may combine, for the purposes of a single
offering, bonds financing more than one projec*. under AS 44.88.010 -
4w._.88.220.



HISTORY (Sec. 1 ch 64 SLA 1967; am secs. 60, 61 ch 106 SLA 1980; am
sec. 35 ch 115 SLA 1981)

Sec. 44.88.100. TRUST INDENTURES AND TRUST AGREEMENTS.

In the discretion of the authority, an issue of bonds may be secured by
a trust indenture or trust agreement between the authority and a
corporate trustee (which may be a trust company, bank, or national
banking association, with corporate trust powers, located inside or
outside the state) or by a secured loan agreement or other instrument or
under a resolution giving powers to a corporate trustee (hereinafter in
this section referred to as "trust agreement") by means of which the
authority may:

(1) make and enter into any and all the covenants and
agreements with the trustee or the holders of the bonds which the
authority may determine to be necessary or desirable, including, without
limitation, covenants, provisions, limitations and agreements as to

(A) the application, investment, deposit, use and
disposition of the proceeds of bonds of the authority or of money or
other property of the authority or in which it has an interest;

(B) the fixing and collection of rents or other
consideration for, and the other terms to" be incorporated in a lease or
contract of sale of a project;

(C) the assignment by the authority of its rights in the
lease or contract of sale of a project or in a mortgage or other
security interest created with respect to a project to a trustee for the
benefit of bondholders;

(D) the terms and conditions upon which additional bonds
of the authority may be issued;

(E) the vesting in a trustee of rights, powers, duties,
funds or property in trust for the benefit of bondholders, including,
without limitation, the right to enforce payment, performance and all
other rights of the authority or of the bondholders, under a lease,
contract of sale, mortgage, security agreement, or trust agreement with
respect to a project by mandamus or other proceeding or by taking
possession of by agent or otherwise and operating a project and
collecting rents or other consideration and applying the same 1in
accordance with the trust agreement;

(2) pledge, mortgage or assign money, leases, agreements,
property or other assets of the authority either presently in hand or to
be received in the future, or both; and

(3) provide for any other matters of like or different
character which in any way affect the security or protection of the
bonds.

HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.105. CAPITAL RESERVE FUNDS AND CAPITAL RESERVE FUND
REQUIREMENT.

(a) For the purpose of securing one or more issues of Its bonds,
"*he authority may establish one or more special funds, called "capital
reserve funds"™, and shall pay into those capital reserve funds the
proceeds of the sale of its bonds and other money which may be made
available to the authority from other sources for the purposes of the



capital reserve funds. A capital reserve fund may be established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds, and if those costs of a project,
as defined in AS 44.88.220, which are to be financed with the proceeds
of the bonds, do not exceed $10,000,000. Money in a capital reserve
fund, except as provided in this section, may be used as required only
for

(1) the payment of the principal of, and interest on, bonds or
of the sinking fund payments with respect to those bonds;

(2) the purchase or redemption of the bonds;, or

(3) the payment of a redemption premium required to be paid
when the bonds are redeemed before maturity. However, money in a
capital reserve fund may not be withdrawn if the withdrawal would reduce
the amount in the capital reserve fund to less than the capital reserve
requirement, except for the purpose of making payment, when due, of
principal, interest, redemption premiums on the bonds, and sinking fund
payments when other money of the authority is not available for the
payments. Income or interest earned by, or increment to, a capital
reserve fund, from the investment of all or part of the fund, may be
transferred by the authority to other funds or accounts of the authority
if the transfer does not reduce the amount of the capital reserve fund
below the capital reserve fund requirement.

(b) If the authority decides to issue bonds secured by a capital
reserve fund, the bonds may not be issued if the amount in the capital
reserve fund is less than the capital reserve fund requirement, unless
the authority, at the time of issuance of the bonds, deposits in the
capital reserve fund from the proceeds of the bonds to be issued or fronm
other sources, an amount which, together with the amount then in the
fund, is not less than the capital reserve fund requirement.

(c) In computing the amount of a capital reserve fund for the
purpose of this section, securities in which all or a portion of the
fund is invested shall be valued by a reasonable method established by
the authority by resolution. Valuation shall include the amount of
interest earned or accrued as of the date of the valuation.

(d) The chairman of the authority shall annually, no later than
January 2, certify in writing to the governor and the legislature the
amount, 1if any, required to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appropriate to
the authority the amount certified by the chairman of the authority.
The authority shall deposit the amounts appropriated under this
subsection during a fiscal year in the proper capital reserve fund.
Nothing in this section creates a debt or liability of the state.

(e) In this section, "capital reserve fund requirement” means the
amount required to be on deposit in the capital reserve fund as of the
date of computation as determined by resolution of the authority.

(f) The authority may not establish a capital reserve fund to
secure an issue of bonds in an amount in excess of $1,000,000 unless at
least 20 percent of the principal amount of the loan for the project is
retained by a federal or state chartered financial institution or the
Alaska Commercial Fishing and Agriculture Bank.

(g) The authority may establish reserve funds, other than capital
reserve funds, to secure one or more issues of its bonds. The authority
may deposit in a reserve fund established under this subsection the
proceeds of sale of its bonds and other money which may be made



available from any other source. A reserve fund established under this
subsection must comply with (a) - (c) of this section. The authority
may allow a reserve fund established under this subsection to be
depleted without complying with (d) of this section.

HISTORY (Sec. 62 ch 106 SLA 1980; amsecs. 36, 37 ch 115 SLA 1981)

Sec. 44.88.110. VALIDITY OF PLEDGE.

It is the intention of the legislature that a pledge made in respect of
bonds shall be valid and binding from the time the pledge is made; that
the money or property so pledged and thereafter received by the
authority shall immediately be subject to the lien of the pledge without
physical delivery or further act; and that the lien of the pledge shall
be valid and binding as against all parties having claims of any kind in
tort, contract or otherwise against the authority irrespective of
whether the parties have notice. Neither the resolution, trust
agreement nor any other instrument by which a pledge is created need be
recorded or filed under the provisions of the Uniform Commercial Code to
be valid, binding or effective againsttheparties.

HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.120. NONLITABILITY ON BONDS.

(a) Neither the members of the authority nor a person executing
the bonds are liable personally on the bonds or are subject to personal
liability or accountability by reason of the issuance of the bonds.

(b) The bonds issued by the authority do not constitute an
indebtedness or other liability of the state or of a political
subdivision of the state, except the authority, but shall be payable
solely from the 1income and receipts or other funds or property of the
authority. The authority may not pledge the faith or credit of the
state or of a political subdivision of the state (except the authority)
to the payment of a bond and the issuance of a bond by the authority
does not directly or indirectly or contingently obligate the state or a
political subdivision of the state to apply money from, or levy or
pledge any form of taxation whatever to the payment of the bond.
HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.130. PLEDGE OF THE STATE.

The state pledges to and agrees with the holders of bonds issued under
this chapter and with the federal agency which loans or contributes
funds in respect to a project, that the state will not limit or alter
the rights and powers vested in che authority by this chapter to fulfill
the terms of a contract made by the authority with the holders or
federal agency, or in any way impair the rights and remedies of the
holders until the bonds, together with the interest on them with
interest on unpaid installments of interest, and all costs and expenses
in connection with an action or proceeding by or on behalf of the
holders, are fully met and discharged. The authority is authorized to
include this pledge and agreement of the state, insofar as it refers co
holders of bonds of the authority, in a contract with the holders, and
insofar as it relates to a federal agency, in a contract with the
federal agency.



HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.140. EXEMPTION FROM TAXATION.

(@) The real and personal property of the authority and its
assets, income and receipts are declared to be the property of a
political subdivision of the state and, together with any project
financed under this chapter and a leasehold interest created in a
project applicant or other person under this chapter, devoted to an
essential public and governmental function and purpose, and the
property, assets, income, receipts, project and leasehold interests
shall be exempt from all taxes and special assessments of the state or a
political subdivision of the state, including, without limitation, all
boroughs, cities, municipalities, school districts, public utility
districts and other taxing units. All bonds of the authority are
declared to be issued by a political subdivision of the state and for an
essential public and governmental purpose and to be a public
instrumentality and the bonds, and the interest on them, the income from
them and the transfer of the bonds, and all assets, income and receipts
pledged to pay or secure the payment of the bonds, or interest on thenm,
shall at all times be exempt from taxation by or under the authority of
the state, except for inheritance and estate taxes and taxes on
transfers by or in contemplation of death. Nothing in this section
affects or limits an exemption from license fees, property taxes, or
excise, income or any other taxes, provided under any other law, nor
does it create a tax exemption, with respect to the interest of any
business enterprise or other person, other than the authority, in any
property, assets, income, receipts, project or lease whether or not
financed under this chapter.

(b) The authority may enter into agreements with a proposed
project applicant or project applicant providing for payments, computed
on a formula basis or otherwise, in lieu of taxes, which the authority
may consider appropriate. The agreementmay provide that the payments
be made to the political subdivision of the state in which a project is
or is to be located or to any other taxing unit of the state including,
without limitation, a borough, city, municipality, school district or
public utility district, the area of which is coterminous in whole or in
part with that of the political subdivision.

(¢) For the purposes of AS 14.17 relating to the computation of
the required local effort by a district ns defined in AS 14.17.250(3),
all property exempted from taxation by thischapter shall be considered
taxable real and personal property.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 3 ch 64 SLA 1977; am secs. 63,
64 ch 106 SLA 1980)

Sec. 44.88.150. BONDS LEGAL INVESTMENTS FOR FIDUCIARIES.

The bonds of the authority are securities in which all public officers
and bodies of the state and all municipalities and municipal
subdivisions, all insurance companies and associations and other persons
carrying on an insurance business, all banks, bankers, trust companies,
savings banks, savings associations, including savings and loan
associations and building and loan associations, investment companies
and other persons carrying on a banking business, all administrators,



guardians, executors, trustees and other fiduciaries, and all other
persons whatsoever who are now or ir.ay hereafter be authorized to invest
in bonds or other obligations of the state, may properly and legally
invest funds including capital in their control or belonging to them.
Notwithstanding any other provisions of law, the bonds of the authority
are also securities which may be deposited with and may be received by
all public officers and bodies of this state and all municipalities and
municipal subdivisions for any purpose for which the deposit of bonds or
other obligations of the state is now or may hereafter be authorized.
HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.155. ENTERPRISE DEVELOPMENT FUND.

(@) The enterprise development fund is established in the
authority. The enterprise development fund is a trust fund for the uses
and purposes of AS 44.88.010 44.88.220. The enterprise development fund
consists of money or assets appropriated or transferred to the authority
and other money or assets deposited in it by the authority.

(b) The authority may establish in the enterprise development fund
a small enterprise loan account, a loan insurance account, and other
accounts it considers appropriate.

(c) Money and other assets of the enterprise development fund may
be used to secure bonds of the authority, and shall be held and invested
by the authority in the types of investments described in AS
37.10.070(a) and AS 39.35.110(a)(9) and (14) or shall be used to
purchase loans for projects as defined in AS 44.88.220.

(d A loan purchased in whole or in part by the authority, other
than a loan which is financed with the proceeds of bonds of the
authority and secured only by a project applicant or a project,

(1) may not exceed

(A) $10,000,000; or
(B) $500,000 if the loan is purchased under AS
44.88.158;

(2) may not exceed the cost of the project or 75 percent of
the appraisad value of the project, whichever is less, unless the amount,
of the loan in excess of this limit is federally insured or guaranteeed
or is insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters of the
authority"s estimate of the life of the project or25 years from the
date the loan is made, whichever is earlier;

(4) shall contain complete amortization provisions
satisfactory to the authority requiring periodic payments by the
borrower;

(5) shall be in the form and contain the terms and provisions
with respect to insurance, repairs, alterations, payment of taxes and
assessments, default reserves, delinquency charges, default remedies,
acceleration or maturity, secondary liens and other matters the
authority presr Lbes;

(6) shall be secured as to repayment bya mortgage or other
security instrument in the manner the authority determines is feasible
to assure timely repayment under a loan agreement entered into with the
borrower;

(7) may not be made unless

-10-



(A) at least 10 percent of the principal amount of the
loan is retained by the originator of the loan; or

(B) 100 percent of the principal amount of the loan is
guaranteed by the United States or an agency or instrumentality of the
United States;

(8) must be

(A) at least partially guaranteed by the United States
or an agency or instrumentality of the United States, subject to the
provisions cf AS 44.88.158; or

(B) financed from the proceeds of bonds; or

(C) expected by the authority to be financed from the
proceeds of bonds.

(e) The authority may adopt regulations for the administration of
the enterprise development fund which may include, without limitation,
provisions for fees and agreements relating to application, loan
commitment, servicing, and origination of loans by other lenders.

(f) The authority may enter into agreements as to the use of the
money in the ent rprise development fund, including without limitation,
trust or custody arrangements with banks or trust companies. It may
also pledge, assign, or grant the agreement, interests under an
agreement, or interests in the enterprise development fund as may be
necessary or appropriate to provide for payment and security for bonds
of the authority.

HISTORY (Sec. 65 ch 106 SLA 1980; am sec. 38 ch 115 SLA 1981)

Sec. 44.88.157. LOAN INSURANCE AND LOAN INSURANCE ACCOUNT.

(d) The purpose of the loan insurance account is to provide
insurance of mortgage loans and other loans made or purchased by the
authority, or made by others and approved for insurance by the
authority, for a project. The authority may enter into agreements as to
the use of money in the loan insurance account and may pledge, assign,
or grant interests in the loan insurance account as provided in this
section. The authority may adopt regulations and enter into agreements
with respect to the exercise of any power or approval relating to the
loan insurance account under this section, including, without
limitation, agreements as to the use of money in the loan insurance
account, agreements with respect to the terms and conditions upon which
payments from the loan insurance account will be made with respect to a
loan insured under this section, agreements as to separate subaccounts
in the loan insurance account for different categories of loans or as to
loans made by the authority or any other person, and agreements
regarding the payment of and security for bonds issued by the authority.
An agreement, the rights of the authority under an agreement, or
payments received or to be received under an agreement may be pledged or
assigned by the authority for the benefit of the holders of bonds issued
by the authority.

(b) The authority may, upon application of a borrower or proposed
borrower, 1insure and make advance commitments to insure loan repayments
required under the terms of a loan made by it or by another lender with
respect to a project, upon the terms and conditions the authority
prescribes. To be eligible for insurance under AS 44.88.010 -
44.C8.220, a loan for a project



(1) shall be held by the authority or by a lender approved by
the authority as responsible and able to service the loan;

(2) may not exceed $10,000,000 for a project, or 90 percent
of the cost of the project or 90 percent of the appraised value of the
project, whichever is less;

(3) may not be made for a term longer than three-quarters of
the authority % estimate of the life of the project or 25 years from the
date of issuance of the insurance, whichever is earlier;

(4) shall contain complete amortization provisions
satisfactory to the authority requiring periodic payments by the
borrower; and

(5) shall be in the form and contain the terms wll.h respect
to insurance, repairs, alterations, payment of taxes and assessments,
default reserves, delinquency charges, default remedies, acceleration of
maturity, additional and secondary liens, and “ther matters that the
authority prescribes.

(¢) In addition to other fees which the authority may charge on
loans, the authority may collect or cause to be collected on loans
insured under this section, either a loan insurance commitment fee or a
loan insurance premium or both. Loan insurance fees and loan insurance
premiums are not required to be uniform among the various loans insured.
Loan insurance commitment fees and loan insurance premiums shall be
deposited in the insurance account hy the loan servicer, trustee, or
agent designated by the authority to receive them.

(d) If, at any time after receipt by the authority of a payment
from the 75an insurance account with respect t> a loan, the authority
recovers an amount on the loan or portion of it from a source other than
the loan insurance account, the authority shall apply the amount
recovered in the following order: first, to repay the general fund of
the state for appropriations made under (g) of this section, and second,
to repay the loan insurance account.

(e) Loan.- may br insured only when the amount either in the loan
insurance account insuring the loans or a subaccount in the loan
insurance account insuring the loans, as a percentage of the sum of the
loans to be insured and all unpaid principal on loans insured by the
loan insurance account or the subaccount, equals or exceeds the fund
requirement. The fund requirement is calculated as a percentage which
the authority determines is actuarially sound for operation of the loan
account or a subaccount.

(f) When the authority determines what is actuarially sound with
respect to th"™ operation of the loan insurance account or a subaccount
in the loan insurance account, it shall consider means of providing
sufficient revenue for the operation of the account or subaccount,
without regard to amounts which may have been or may, after the date of
determination of actuarial soundness, be appropriated under (g) of this
section. The authority shall also consider factors including, without
limitation, estimates of future defaults and losses of loans insured
under this section based on actual default and loss experience on those
loans or on similar loans in the state or elsewhere, estimates of
recoveries on defaulted or foreclosed loans based on actual default and
foreclosure experience on those loans or similar loans in the state or
elsewhere, the terms and conditions of the loans insured under thi3
section, estimates of earnings and income of amounts on deposit in the
loan insurance account, and other appropriate factors.



(9) On December 1 of each year the authority shall determine
amount on deposit in the loan insurance account and in each subaccount
in the loan insurance account. If the amount in the loan insurance
account or the amount in a subaccount in th®~loan insurance account is
less than the fund requirement for the account or for the subaccount,
the authority shall transfer the amount necessary to restore the loan
insurance account or the subaccount to the fund requirement. The
transfer shall be made from available money which 1is not encumbered or
restricted for other use under the terms of contracts with bondholders
or others. If sufficient money is not available for transfer, the
chairman of the authority shall, no later than January 2 of the
following year, certify in writing to the governor and to the
legislature the amount, if any, required to restore the account or a
subaccount to the fund requirement. The legislature may appropriate the

Sec. 44.88.158. SMALL ENTERPRISE LOAN ACCOUNT.

(a) A small enterprise loan account is established in the
enterprise development fund. The account may be composed of money or
assets appropriated or transferred to the authority,interest on
investments and loans of the small enterprise loan account, the
unpledged income of the enterprise development fund, and other money or
assets deposited in it by the authority.

(b) The authority may"use money in the small enterprise loan
account to purchase the guaranteed portion of a loan made by a private
financial institution after June 30, 1981, to a small enterprise to pay
the cost of a project, as defined in AS 44.88.220, if the loan is
guaranteed by the United States or an agency or instrumentality of the
United States, including, but not limited 1 , the Small Business
Administration, the National Marine Fisheri- Service, and the Farmers
Home Administration.

(c) The authority may purchase loans originated by the Alaska
Rural Rehabilitation Corporation which are made to agricultural
enterprL»e:s. Loans purchased under this subsection may be secured by
substitute collateral if the amount of the loon does not exceed 75
percent of the value of the total collateral for the loan. Loans may be
purchased under this subsection only from money appropriated to the
small enterprise loan account for that purpose,

HISTORY (Sec. 65 ch 106 SLA 1980; am sec. 40 ch 115 SLA 1981)

Sec. 44.88.159. INTEREST RATES.

(a) The interepc rate on a loan financed from the proceeds of
tax-exempt bonds or excepted by the authority to be financed from the
proceeds of tax-exempt bonds is equal to the cost of funds to the
authority. In this subsection "cost of funds" means the true interest
cost expressed as a rate on tax-exempt bonds of the authority plus an
additional percentage as determined by the authority to represent the
allocable expenses of operation, costs of issuance, and loan servicing.

(b) The interest rate on a loan financed from the proceeds of
taxable bonds or expected by the authority to be financed from the
proceeds of taxable bonds is equal to the cost of funds to the
authority. In this subsection "cost of funds" means the. true interest
cost expressed as a rate on taxable bonds, plus an additional percentage

-13-
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as determined by the authority to represent the allocable expenses of
operation, costs of issuance, and loan servicing costs.

©) The interest rate on a loan purchased by the authority with
noney in the small enterprise loan account that is not from the proceeds
of the sale of a series of bonds is equal to the most recent index of Aa
corporate bond yield averages as published by Moody®"s Investors Service.
HISTORY (Sec. 41 ch 115 SLA 1981)

Sec. 44.88.160. FINDINGS OF THE AUTHORITY.

Before entering into a lease or other agreement as provided in AS
44.88.090(e) regarding a project for which bonds are agreed to be issued
by the authority in an amount in excess of $6,000,000, or before
approving insurance or a commitment to insure a lean as provided in AS
44.38.157(b) with a principal amount in excess of $6,000,000, there must
have been filed with the authority a certified copy of a resolution of
the governing body of the political subdivision of the state, if any, in
which theproject is to be located, consenting to the location (which
consent need only refer to the general nature of the project ultimately
to be acquired as set out in a request of the proposed project
applicant). Before entering into a lease or other agreement as provided
in AS 44.88.090(e) regarding a project, the authority must find, on the
basis of all information reasonably available to it, that

(1) the project and its development under this chapter will
be economically advantageous to the state and the general public welfare
and will contribute to the economic growth of the state;

(2) the project applicant is financially responsible;

(3) provision to meet increased demand upon public facilities
that might result from the project is reasonably assured;

(4) the project will provide or retain employment reasonably
related to the amount of the financing by the authority considering the
amount of investment per employee for comparable facilities and other
relevant factors; and

(5) the scope of the project is sufficient to provide a
reasonable expectation of a benefit to the economy of the state.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 66 ch 106 SLA 1980)

Sec. 44.88.165. DELINQUENT LOANS.

If more than two percent of the total outstanding balance of loans
purchased from a financial institution under AS 44.88.010 - 44.88.220
becomes delinquent for 90 days or more, the authority shall discontinue
purchasing loans from that financial institution until the delinquency
is reduced to less than two percent.

HISTORY (.See. 42 ch 115 SLA 1981)

Sec. 44.88.170. PURCHASE OF PROJECT AND LEASES.

() No provision of this chapter may prevent the inclusion in a
lease or other agreement relating to a project of a provision granting
the right to purchase the project, or to renew or extend the lease or
agreement, upon the terms and conditions which may be provided for in
the lease or agreement.

-14-



(b) A lease with respect to a project may provide for two or more
lessees with the legal relationship between themselves and the authority
which the authority may approve, including without limitation,
provisions to the effect that the obligations of the lessees under the
lease for payment ofrental or otherwise between themselves and the
authority are several, joint, or joint and several and that the lessees
lease the project astenants-in-common, or otherwise.

HISTORY (Sec. 1 ch64 SLA 1967)

Sec. 44.88.180. CONFLICTS OF INTEREST.

(a) No member of the authority nay vote on a resolution of the
authority relating to a lease or contract to be entered into by the
authority under this chapter if he is a party to the lease or contract
or has a direct ownership or equity interest in a firm, partnership,
corporation or association which may be a party to the contract or
lease. If a person may not vote because of this prohibition, for all
purposes regarding action of the authority relating to adoption of the
resolution, the position of the persons as a member shall be transferred
to the first one of the following state officers who is not then acting
as a member and would not be prohibited from voting on the resolution
because of the same prohibition: commissioner of administration,
attorney general, commissioner of revenue, commissioner of health and
welfare, commissioner of labor, commissioner of public works,
commissioner of public safety.

(b) The state officer serves as a member from time to time and for
all purposes of this chapter is a member for the purpose of voting on
the resolution but after each vote the authority shall again consist of
members referred to in AS 44.88.030 only, until one or more members may
not again vote on a resolution because of the prohibition.

HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.190. OPERATION OF CERTAIN STATUTES EXCEPTED.
(a) The authority shall not be considered or constitute

(1) a political subdivision of the state as the term is used
in AS 37.10.085,

(2) a municipal corporation or political subdivision of the
state as the terms are used in AS 29, or

(3) except as provided in AS 44.88.205, a state agency as the
term is used in AS 37, but for all other purposes the authority
constitutes a political subdivision and an instrumentality of the state
as provided in this chapter.

) The funds, income or receipts of the authority shall not be
considered or constitute money of the state, nor shall real property in
which the authority has an interest be considered land owned in fee by
the state or to which the state may become entitled or in any way lands
belonging to the state, or state lands referred to in Art. VIII of the
Alaska Constitution.

HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 67 ch 106 SLA 1980)

Sec. 44.88.200. ANNUAL AUDIT.
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The authority shall have its financial records audited annually by the
legislative auditor or by a certified public accountant approved by the
legislative auditor. The legislative auditor may prescribe the form and
content of the financial records of the authority and shall have access
to these records at any time.

HISTORY (Sec. 1 ch 64 SLA 1967)

Sec. 44.88.7.05. OPERATING BUDGET.

For fiscal years beginning after June 30, 1981, the operating budget of
the authority is subject to the Executive Budget Act (AS 37.07).
HISTORY (Sec. 68 ch 106 SLA 1980)

Sec. 44.88.210. REPORTS AND PUBLICATIONS.

(a) By January 10 of each year, the authority shall publish a
report for distribution to the governor, legislature, and the public.
The report shall be written in easily understandable language. The
report shall include a financial statement audited by an independent
outside auditor, a statement of the authority®s investments under this
chapter including an appraisal of the investments at market value, a
comparison of the authority"s performance with the goals of the
authority and the levels of bonding and investment activities
anticipated in the previous year"s report under (b; of this section, and
any other information the members of the authority believe would be of
interest to the governor, the legislature, and the public. The annual
income statement and balance sheet of the authority shall be published
in at least one newspaper in each judicial district, The authority may
also publish other reports it considers desirable to carry out its
purpose.

(b) The authority shall include in its annual report under (a) of
this section

(1) an estimate of the investment activity of the authority
under this chapter for the following 12-month period; and

(2) an estimate of the amount of bonds to be issued during
the following 12-month period.
HISTORY (Sec. 1 ch 64 SLA 1967; am sec. 69 ch 106 SLA 1980) *

Sec. 44.88.212. FEES CHARGED BY AUTHORITY.

(@) An application fee may not be charged for an applicationfor
authority participation in a loan under AS 44.88.158.

() The commitment fee for a loan commitment bythe authority may
not exceed two percent of the principal amount of the loan.
HISTORY (AS 44.88.085; sec. 34 ch 115 SLA 1981)

Sec. 44.88.220. DEFINITIONS. 1In AS 44.88.010 - 44.88.220

(1) Tauthority”™ means the Alaska Industrial Development
Authority created by AS 44.88.010 44.88.220;
(2) "business enterprise” means a single proprietorship,

corporation, firm, partnership, or other association of persons
organized in any manner, for any business purpose, other than on a
nonprofit basis;

-16 -



(3) "federal agency" means the United States and any officer,
department, agency or instrumentality of the United States;

(4) "governing body of a political subdivision" means, when
used with respect to the location of a project, the council of a city if
the project is to be located in a city in the unorganized borough, or
the assembly if the project is to be located in an organized borough or
a unified municipality;

(5) "project" means

(A) a plant or facility used or intended for use in
connection with making, processing, preparing, or producing in any
manner, goods, products or substances of any kind or nature or in
connection with developing or utilizing a natural resource, or
extracting, smelting, transporting, converting, assembling or producing
in any manner, minerals, raw materials, chemicals, compounds, alloys,
fibers, commodities and materials, products or substances of any kind or
nature, any plant or facility used or intended for use as an industrial
park or in connection with air and water transportation, or any plant or
facility for the prevention, limitation or control of air or water
pollution, for the disposal of sewage or solid waste, for the local
furnishing of gas, or for the furnishing of water;

(B) a plant or facility used or intended for use in
connection with a business enterprise;

(C) commercial activity by a small enterprise;

(6) "plant" or "facility" means real property, whether above
or below mean high water, or an interest in it, and the buildings,
improvements and structures constructed or to be constructed ou or in
it, and may include fixtures, machinery, and equipment on it or in it,
and tangible personal property, regardless of whether the tangible
personal property is attached to or connected with real property, if the
owner has agreed not to remove the tangible personal property
permanently from the state for the period the authority sets; "plant” or
"facility” does not include work in process or stock in trade;

(7) Repealed by sec. 70 ch 106 SLA 1980;

(8) "project cost" or "cost of a project" means all or any
part of the aggregate costs determined by the authority to be necessary
to finance the construction, expansion, or acquisition of a project,
including without limitation the cost of acquiring real or tangible
personal property, and, 1in connection with real property, the cost of
constructing buildings and improvements, the cost of constructing means
of access to and from the project, the cost of constructing extensions
of utility systems to the site of the project; the cost of a project
includes, without limitation, the cost of financing the project,
interest charges before, during or after construction, expansion, or
acquisition of the project, costs related to the determination of the
feasibility, planning, design or engineering of the project and, to the
extent determined necessary by the authority, administrative expenses,
the cost of machinery or equipment to be used in the operation of the
project and expenses of installation, replacement or rehabilitation, and
all other costs, charges, fees and expenses which may be determined by
the authority to be necessary to finance the construction, expansion, or
acquisition;

(9) "project applicant” means a business enterprise or
enterprises proposing to

(A) use or occupy a project; or
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(B) agree to permit others to use or occupy a project;

(10) "real property"™ means land and rights and interests in
land, including, without limitation, interests less than full title such
as easements, uses, leases, and licenses;

(11) "lease" includes, when used as a noun, an interest in,
or when used as a verb, the transfer of an interest in, property less
than fee simple title, including, without limitation, when used as a
noun, agreements to use or occupy property;

(12) "small enterprise”™ means a business enterprise which 1is
a project applicant with gross income of $10,000,000 or less for its
annual reporting period ending immediately before the application to the
authority for a loan;

(13) Repealed by sec. 51 ch 115 SLA 1981.

(14) Repealed by sec. 51 ch 115 SLA 1981.

(15) Repealed by sec. 51 ch 115 SLA 1981.

(16) "commercial activity" includes work in process or
activity involving stock in trade, accounts receivable, or the
refinancing of existing indebtedness, subject to the provisions of AS
44.88.158.

HISTORY (Sec. 1 ch 64 SLA 1967; am secs, 4, 5 ch 64 SLA 1977; am sec.
70 ch 106 SLA 1980; am secs. 43 - 47, 51 ch 115 SLA 1981)
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WALT FURNACE,CHAIRMAN
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JOHN COWDERY
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HUGH MALONE
JOHN RINGSTAD
RON WENDTE

House Labor and Commerce Committee

January 19, 1984

TO: Representative Rick Uehling, Vice-Chairman
House Labor and Commerce Committee

FROM: Ken Johnso
Profession ssistant

RE: House Bill 25

Kay Brown, Director of the Division of Minerals and Energy
Management, had h ped to testify today on HB 25. However,

due to change in the Committee Calendar and prior committment,
Miss Brown could not be present today. She has asked the
committee be briefed on the Divisions position on H3 25.

As Director of the Division of MineralsandEnergy Management,
Kay Brownstated she was 1inopposition to HB 25 on the
following points:

1. Technical difficulties in the bills drafting.

A, Definition of State Crude
B. Definition of State Coal

2. Existing priorities have served the state well. She
asks "Why should coal purchasers be given preference over
in-state refiners"?

3. Will the bill be effective in promoting coal develop—
ment? Because of the export ban, oil cannot be sold to
Pacific Rim nations, so there is no incentive for such
countries to purchase coal.

4. Such package deals could be made now without passing
legislation.

5. If companies were Tforced to enter into an interuptable
sales contracts, refering to Section G, the result could
be devalued resources.



Introduced: 1/17/83
Referred: Labor & Commerce,
Resources and Finance

IN THE HOUSE BY LINDAUER
HOUSE BILL NO. 25
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act providing for preferences and reservations in
sale or purchase of state royalty oil to companies
purchasing state coal."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05.183 1is amended by adding new subsections to read:
(f) Notwithstanding other provisions 1in this chapter, the com-
/Vij
missioner of natural resources shall off«-r sale of state crude
oil to companies purchasing state coal.
N S
(g) A contract for sale of state oil 1is subject to xhe reserva-

tion of a state right to purchase refined products for offer to con-

panies purchasing state coal.
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House Labor and Commerce Committee

April L\, 1983

To: Representative Walt Furnace, Chairman
House Labor and Commerce Committee
[rr>" - A
From: fefferson B. Bar

Professional Aide

Re: House Bill 25

Introductory Analysis

HB25 purports tu provide a preference and reservation
in the sale or purchase of state royalty oil 1! companies
purchasing state coal. Without knowing the intended
definition of the term "purchasing state coal™ as used 1in
this bill, it is difficult to analyze the effect of the
legislation. Nonetheless, under any definition, the bill
raises some questions. First, HB25 would appear to mix two
separate categories of natural resources into one for the
purpose of state action.

The provisions relating to the lease of coal are found
under AS 38.05.150. Unlike oil, coal is not required to be
competitively bid and there is no statement that the state
will take coal "in kind"” unless it is determined to be in
the best interest of the state to sell it. The lessee of
coal "shall pay to the state the royalties".[AS
38.05.150(c)] No mention is made for the extraction of any



royalty coal for the use of, processing within, or ownership
by the. state.

On the other hand, AS 38.05.183 provides for
competitively bidding on the sale of state royalty oil.
Sections (a) - (e) provide for the terms and conditions of
the sale and usage of state royalty oil. Section 1 of HB25
would supercede these sections and give an absolute right to
the use, marketing, and distribution of state royalty to
"companies purchasing state coal". HB25 would not reauire
the price to be competitively bid, that the use of the oil
be i1n state for the benefit of Alaska, or any of the other
express purposes set forth by the constitution or
established law.

Under Section 1, paragraph (g) of HB25, there 1is a
reservation of a state right to purchase refined productis
"for offer to companies purchasing state coal.”™ Since there
is no restriction on thecompanies which would receive the
refined product on resale, it is conceivable that the
products would be funneled through them (as a middleman
before reaching the market. There 1is no requirement that
the refined product even be made available to the people and
communities of Alaska or even that it be consumed by the
beneficiary in its Alaskan operations.

Implementation of Section (g) would probably negatively
impact the ability of the state "o receive top dollar for
the sale of royalty oil. IT a purchaser and/or refiner
could not be free to establish long term relationships with
consuming groups, 1i.e. guaranteed delivery for guaranteed
acceptance, then their bids on the use of royalty oil would
become one of a risk venture rather than normal business.
Also, there would be 1less incentive to bid if the state were
to take their price and then offer the oil to a "purchaser™”
of state coal.

Finally, HB25 raises the policy question of deciding
for whose benefit state royalty oil should be given. The

legislature has previously interpreted the constitutional



requirements regarding natural resources to mean that ways
of acheiving maximum benefit to all of the people and
communities of Alaska be found and implemented. HB25 would
require that the benefits of royalty oil accrue to
"companies purchasing state coal."” Such a finding of need
and attendant statement of public policy by the legislature
would be appropriate if HB25 1is adopted.



Alaska §>tatc legislature

Representative John Lindauer waite Muniau
District 10-A Pouch V

3933 Geneva Place Juneau, AK 99811
Anchorage, AK 99508 465*3709

Q00USe of fteprcfentatthetf

April 4, 1983

TO: House Labor and Commerce Committee
FROM: Representative John Lindaue/rL"ANN
RE: House Bill-#25: "An Act providing for preferences and

reservations in sale or purchase of state royalty oil
to companies purchasing state coal."

The buyers of coal, typically major industrial companies and
public utilities, tend to also be the major users of other
energy sources such as oil and oil products.

The purpose of House Bill 25 is to encourage the development
of coal production within the state of Alaska without losing
one cent of oil revenues.



