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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM May 5, 1986

SUBJECT: Conflict ~ith single subject rule
(CSSB 443 (Jud))

TO: Senator Pat Rodey
Chair, Judiciarv Committee

FROM: Theresa L. Bannil
Legislative Counr

This memo accompanies version 2 of CSSB 443(Jud) that you
have requested.

This version of SB 443 raises an issue concerning the single
subject rule. Article 11, sec. 13 of the Alaska Constitu—
tion prohibits the inclusion in one bill of more than one
subject. The subject of CSSB 443(Jud) appears to relate to
insurance. However, section 2 requires attorneys to report
all of their closed personal injury cases that have been
litigated, whether or not the cases or underlying claims
involved insurance. Section 5 as it now stands, appears to
add unrelated matter to the bill.

The purpose of the single subject rule is to "...prevent the
inclusion of incongruous and unrelated matter in the same
bill in order to get support for it which the separate sub-—
jects might not separately command, and to guard against
inadvertence, stealth, and fraud in legislation.” Suber wv.
Alaska State Bond Committee, 414 P.2d 546 (Alaska 1966).

The Alaska Supreme Court has construed this constitutional
requirement and provided certain standards. All that is
necessary is that the act should embrace some one general
subject; and by this 1is meant, merely, that all matters
treated of should fall under some one general 1idea, be so
connected with or related to each other, either logically or
in popular understanding, as to be part of, or germane to,
one general subject. State v. First National Bank of
Anchorage, 660 P.2d 405 (Alaska 1982); Yute Air Alaska, Inc.
v . McAlpTne, 698 P.2d 1173 (Alaska 19857"! What constitutes



Senator Rodey
Page 2
May 5, 1986

one subject is broadly construed, and an act will not be set
aside for failing to comply with the single subject rule
"except where the violation is both substantial and plain."
North Slope Borough v. Sohio Petroleum Corp., 585 P.2d 534,
545 (Alaska 1978)7

Applying the above standard to the inclusion in SB 443 of a
requirement that attorneys report all closed personal injury
cases, it is my opinion that insurance and personal injury
cases are two distinct subject areas, and when combined as
in this bill do not meet the standard articulated by the
Alaska Supreme Court, that each bill fall under one general
idea, or general subject. Therefore, the combination of
these subjects in this bill would violate art. 1Il, sec. 13
of the Alaska Constitution requiring that each bill be
limited to one subject.

IT 1 can be of further assistance, please advise.

TLB:mkr
m5/069

Enclosure



Senate Bill No. 443
Section 1. AS 21.34.170 is amended to read:

Sec. 21.34170 [MONTHLY] REPORTS, SUMMARY OF EXTPORTED
BUSINESS. On or before the end of each month, each surplus
lines broker shall file with the director, on forms
prescribed by the director, a verified report in duplicate
of all surplus lines insurance transacted during the
preceding calendar month showing the following information
itemized by kind of insurance:

¢)) the aggregate gross premiums written; [AND]
(2) the aggregate return premiums.

On or before the end of each quarts-, each surplus
lines broker, adjuster and company shall file with the
director, on forms prescribed by the director, a verified
report of the aggregate claims incurred during the quarter,
showing the amount of losses experienced in the state,
including amounts paid for the settlement of claims and
satisfaction of -judgments in the state; amounts held for
losses incurred in the state but not reported and amounts of

unpaid claims [BY KIND OF INSURANCE].

Sec. 2. AS 21.34.170 1is amended by adding a new subsection
to read:
(b) The director shall make the statements required by

(a) of this section available to the public for inspection.



-MEMORANDUM

State of Alaska im

March 17, 1986

T0: John L. George, Director date
FILE NO
THRU: TELEPHONE NO.
SUBJECT 1985 Underwriting Results
4 Other Liability
FroM: Donald DeMuth
Chief Financial Examiner

You have asked me to review the underwriting results of approximately the

10 leading writers of the line <“Other Liability" "(17)““in the State of
Alaska. The results of my study follow.

You will note that 1 have actually supplied statistics on 13 companies.
The reason for the three additional companies are: You stated that you
did not want companies like "State Farm =- companies that are not tradi—
tionally considered to be writers of Other Liability included. For this
reason, |1 did not know if you wanted ARECA Insurance Exchange included or
not. | added one company and you may exclude "ARECA" if you wish. 1
also question the accuracy of the Continental Insurance Company 3 Alaska
direct losses incurred figure, and both noted a probable aberration in
schedule <P*“figures and am aware that CIGNA made some big reserve
adjustments which may well be without basis at year-end, and which may
have skewed Alaska Pacific Assurance Company®"s figures. You may, hence,
eliminate the figures for these two companies if you wish and still be
left with the statistics on 10 companies. |1 aiso eliminated the figures
for the Insurance Company of North America as their page 14 figures for
this line are probably erroneous and meaningless.

I looked at was the company®s direct
The results are summarized as follows:

The first area of experience that
underwriting results in Alaska.

Rank by Alaska Alaska Alaska Alaska

Premium Direct Direct Direct Direct Alaska

Written Premium Premium Losses Losses Loss

In Alaska Written Earned Paid Incurred Ratio
12 Federal Insurance Company $ 759,348 $ 556,132 $ 4,380 $ 32,347 5.8*
13  The Continental Ins. Co. 552,533 558,869 299,050 ( 387,290)i *
10 Pacific Marine Insurance 792,415 308,528 150,530 245,804 30.4*

Co. of Alaska

2 Alaska National Ins. Co. 3.938,343 2,703,705 1,581,866 2,173,774 80.4't
1 A Pacific Assurance Co. 4,148,556 4,329,380 1,845,266 2,960,272 68.42
7  Freemont Indermity Co. 1,581,809 1,600,374 283,530 856,617 53.5*
9 ARECA Insurance Exchange 975,398 975,398 50,849 175,312 18.0*
6 Providence Washington 1,827,910 2,424,073 4,275,334 2,817,529 116.2*

Insurance Co. of Alaska
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5 Industrial Indemnity 1,838,269 1,842,175 1,236,617 1,423,207 77.3*
Company of Alaska

4  Alaska Insurance Company 1,870,196 1,539,729 576,349 896,926 58.3*

3 Nat'l Union Fire Ins. Co. 3,732,736 2,636,895 170,668 577,159 21.9*

11 Employers Insurance of 759,889 675-147 124,435 992,116 147.0*
Wausau, A Mutual Company

8 General Accident Ins. 1.004.405 996.593 22,857 733,765 75.7*

Company of America
$23,781,808 $21,649,998 $10,621,731 $13,497,538 62.3*

* Meaningless

The column above entitled “Alaska Direct Losses Paid" is not of much
significance. I included it only to illustrate the grec.t disparity
between losses paid and losses incurred in certain cases. There are a
number of possible reasons for this disparity, but I cannot identify
which reason is responsible for the cases reflected in the above exhibit.

For comparative purposes, | attempted to develop the same information for
the same companies on a national basis. The companies are not required
to provide this information on a national basis, but a few companies
volunteer and, hence, complete page 14 of the annual statement on a
national basis. The results of this comparative study does not reveal
very much information, but the results are as follows:

Rank by National National National National

Premium Direct Direct Direct Direct National
Written Premium Premium Losses Losses Loss
In Alaska Written Earned Paid Incurred Ratio

12  Federal Insurance Company Information not available.

13  The Continental Ins. Co. Information not available.

10 Pacific Marine Insurance Information not available.
Co. of Alaska

2 Alaska National Ins. Co. Information not available.
1 AX Pacific Assurance Co. Information not available.
7  Freemont Indemnity Co. $31,645,042 $34,211,163 $25,679,707 $53,934,431
9 ARECA Insurance Exchange National experience same as Alaskan experience.
6 Providence Washington Information not available.

Insurance Co. of Alaska
5 Industrial Indemnity Information not available.

Company of Alaska
4  Alaska Insurance Company National experience same as Alaskan experience.
3 Nat'l Union Fire Ins. Co. Information not available.

11 Employers Insurance of Information not available.
Wausau, A Mutual Company
8 General Accident Ins. Information not available.

Company of America
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In an attempt to get some kind of comparative information - Alaska vs.
National - I then decided to take a look at the same companies™ net
national business. This is not a direct comparison due to the fact that
net business is net of assumed and ceded reinsurance, but the annual
statement does not reflect direct national premium earned, only written,

so | had no choice.

The result of this study is as follows:

Rank By National National National National National
Premium Net Net Net Net Net
Written Premium Premium Losses Losses Loss
In Alaska Written Earned Paid Incurred Ratio

12  Federal Insurance Company $223,854,784 $166,392,450 $ 42,483,524 $ 85,539,884 51.4%
13 The Continental Ins. Co. 33,763,790 32,026,227 19,576,743 30,650,173 95.7*
10 Pacific Marine Insurance Hot Applicable

Co. of Alaska
2 Alaska National Ins. Co. 2,077,778 1,547,010 222,217 1,051,834 68.0*
1 AK Pacific Assurance Co. 3,884,456 3,271,879 3,995,018 5,151,751 157.5*
7  Freemont Indemnity Co. 33,824,745 26,542,239 11,277,702 36,844,816 138.8*
9 ARECA Insurance Exchange 823,895 823,895 50,849 175,312 21.3*
6 Providence Washington Not Applicable

Insurance Co. of Alaska
5 Industrial Indemnity Not Applicable

Company of Alaska

4 Alaska Insurance Company Not Applicable
3 Nat'l Union Fire Ins. Co. 357,841,310 283,621,245 80,724,018 222,277,500 78.4*

11 Employers Insurance of 112,716,611 104,759,066 73,570,268 73,177,933 69.9*
Wausau, A Mutual Company
8 General Accident Ins. 31,868,701 29,249,804  10.955,921 20,886,903 71.4*

Company of America
$805,656,070 $6*8,233,815 $2*2,856,260 $475,756,156 73.4*

I also felt that it might be interesting to make a similar review on an
accident year basis rather than on a calendar year basis. The reason for
this comparative review is that reserve changes made during 1985 applic—
able to prior year business is reflected in the calendar year 1985
experience, but not in the 1935 accident year experience. The accident
year business only reflects the company®s experience on accidents that
actually happened during 1985. The result of this review is as follows:

Rank By
Premium Nat’' | Net 1985 Nat'l Net 1985 Nat'l Net 1985 Nat'| Net 1985
Written Accident Year Accident Year Accident Year Accident Year
In Alaska Premium Earned Loss Payments Losses Incurred Loss Ratio

12 Federal Insurance Company $166,392,450 $ 8,109,100 $ 77,210,574 46.4*

13 The Continental Ins. Co. 32,026,247 1,618,902 24,550,326 76.7*
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10 Pacific Marine Insurance Not Applicable

Co. of Alaska
2 Alaska National Ins. Co. 1,547,010
| A Pacific Assurance Co. 3,271,879
7  Freeraont Indemnity Co. 26,542,239
9 ARECA Insurance Exchange 823,895
6 Providence Washington Not Applicable
Insurance Co. of Alaska
Industrial Indemnify tot Applicable
Company of Alaska
4  Alaska Insurance Company Not Applicable
3 Nat'l Union Flre Ins. Co. 283,621,245
1 Employers Insurance of 104,759,072
Wausau, A Mutual Company
General Accident Ins. 29,249,801

Company of America

34,420
414,259
1,605,638
30,435

7,168,480
6,085,504

1. 126,201

£543,233,838 £ 26,192,939

'larcn 17, 1906

1,012,476
2,790,689
26,435,512
362,961

211,149,406
50,311,511

16,247,129

£410,070,584

65.5S
85.3%
100.0%
44.1%

74.5%
48.0%

55.6%

63.3%

Overall, in spite of all the tears that the insurance industry is shea—
ding, it appears to me that the insurance industry is doing quite well
for this line. Unfortunately, accident year direct statistics are not
availaole for Alaska, Dut 1 would guesstimate that if they were, they

I also note that the paid
is down around
4%. Fat city on investment income coming up in 1966, particularly in
those states that do not allow pre- and postjudgment interest.

would reflect a loss ratio down around 50%.
loss ratio for accident year 1965, on a national

basis,

I would suggest that you nave your market conduct "rate section” follow-up
on this memo - perhaps doing some research work in some of the companies

offices. | hope to take a look at Providence Washington

Insurance Company

of Alaska and Industrial Indemnity Insurance Company of Alaska shortly,

as both are overdue for an examination.

I would also suggest that you have your rate people perhaps take a look
It might also be interesting

at 1984 experience for comparative purposes.

to do a policy year review of the same companies for 1984. This

tion should now be availaole but it is not reported in the annual

ment. It would entail a special statistical call.

All figures reflected in this memo were taken from filed annual

ments, but | have no idea how accurate the

DD/mst3523m
031786b

information

is.

informa—
state—

state—
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(: STATEMENT OF PURPOSE
RS 12049C1

This bill will amend Section 41-335, Idaho Code, to
require disclosure to the Department of Insurance of
certain financial information maintained by insurance

companies. The bill confers additional rule-making

authority upon the Department of Insurance to require

oo *j "*..o

such statistical information and reports as the Department
deems necessary to more adequately monitor insurance

coverage, claims, and rates in the State of Ildaho.

"The Statistical information currently being reported by

the Insurance Industry to the Department of Insurance 1is
-'*i] *.|*

incomplete and does not enable the Department of Insurance
to evaluate questions of coverage, rates, claims, or losses

within the 1industiy,
FISCAL ImMPACT 77

i-No Fiscal Impact on the general fund TiThls bill*requires =

the Director of Insurance to i within® the .regulation
TEESF % - - - & )
rgs/. e currently existing under Section 01, the cost-s &f

EE .. - i _1C H .
rar?: V-"my. . administering this provision

.TEMENT OF PURPOSE/FISCAL NOTE %
I 1

el e\ it
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LEGISLATURE OF THE STATE OF IDAHO / F.X.

Forty-eighth Legislature Second Regular Session — 1986

IN THE HOUSE OF REPRESENTATIVES

HOUSE BILL NO. 460

BY BUSINESS COMMITTEE

AN ACT

RELATING TO STATISTICAL REPORTING OF INSURANCE CARRIERS; AMENDING SECTION

Be

41-336A, IDAHO CODE, TO REQUIRE INSURANCE CARRIERS TO REPORT THEIR 1DAHO
EXPERIENCE AND OVERALL EXPERIENCE SEPARATELY, TO AUTHORIZE THE DIRECTOR TO
PROVIDE FOR FORMS AND INFORMATION BY RULES AND REGULATIONS, AND TO ALLOW
THE DIRECTOR TO COMPILE STATISTICS AND PREPARE REPORTS; AMENDING CHAPTER
3, TITLE 41, IDAHO CODE, BY THE ADDITION OF A NEW SECTION 41-3368B, IDAHO
CODE, TO REQUIRE AN INSURER TO SUBMIT A DISPOSITION OF CLAIMS REPORT FOR
CERTAIN TYPES OF CLAIMS, TO REQUIRE THE REPORTS BE MADE PUBLIC, AND TO
PROVIDE IMMUNITY FROM SUIT FOR INSURERS AND THE DEPARTMENT FOR ACTIONS
TAKEN PURSUANT TO THE SECTION; AMENDING CHAPTER 3, TITLE 41, IDAHO CODE,
3Y THE ADDITION OF A NEW SECTION 41-336C, IDAHO CODE, TO PROVIDE PENALTIES
FOR FAILURE TO REPORT; AND AMENDING CHAPTER 3, TITLE 41, IDAHO CODE, 3Y
THE ADDITION OF A NEW SECTION 41-336D, IDAHO CODE, TO PROVIDE FOR FEES AND
MISCELLANEOUS CHARGES FOR THE ADMINISTRATION OF THE PROVISIONS OF SECTIONS
41-336A, 41-3363 AND 42-336C, IDAHO CODE.

It Enacted by the Legislature of the State of Idaho:

SECTION 1. That Section 41-336A, Ildaho Code, be, and the same is hereby

amended to read as follows:

41-336A. STATISTICAL REPORTS. (1) As a condition of doing business in the

state of Ildaho each 1insurer transacting insurance covering:

(a) Liability for malpractice of any person licensed under chapter 18,
title 54, Ildaho Code;
(b) Liability for malpractice of any person licensed wunder chapter 1,
title 3, ldaho Code;

(c) Liability for the manufacture, design, production, processing or
modification of any product? or
(d) Any other risk or risks, whether liability or otherwise, that Che

director of the department of insurance may specify;

shall report to the director such statistics as the director may designate by
rule or regulation. The statistics shall be reported to the director annu-—
ally, by the first day of March, for the preceeding year ending December 31.

The
and

not
for

statistics shall separately address the experience of the state of Idaho
all other experience including the state of Idaho.
(2) The reports required by subsection (1) above shall include, but shall
be limited to, the following for each insurer for each type of insurance
which a report 1is required:
(a) Number of exposures;
(b) Di"-:c premiums written;
(c) Direct premiums earned;
(d) Direct losses paid
(i) amount,
(ii) number of claims;
(e) Direct losses incurred;
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(f) Direct, losses unpaid
(i) amount reported,
(ii) number of claims; and

(g) Net losses incurred but not reported.

(3) Reports required by subsection (1) of thissection shall be made on
forms required by the director and shall contain the information required by
rule and regulation of the director.

(4) The director may annually compile and review all reports submitted
under the provisions of this section. When reports are submitted representing
no less than seventy-five percent (75%) of the premiums written for each re-
porting line of insu.ince for the reporting year, the director shall evaluate
the premium rates in ldaho for each reporting line of insurance. The findings
of such review and evaluation, and the reports required of insurers under this
section, shall be made available to any interested citizen, insured or li-
censed insurer.

SECTION 2. Thai: Chapter 3, Title 41, Idaho Code, be,and the same is
hereby amended by the addition thereto of a NEW SECTION, to be known and
designated as Section 41-336B, 1ldaho Code, and to read as follows:

41-3368B. DISPOSITION OF CLAIMS REPORT. (1) As a condition of doing busi-
ness in the state of ldaho, each 1insurer transacting insurance subject to the
provisions of section 41-336A, ldaho Code, shall report to the director annu-
ally by the first day of March, for each of rhe two (2) years next preceding
the initial report and for one (1) year next preceding filing the report
thereafter for each and every claim as defined in section 41-336A, Ildaho Code,
caused by the insured, for policies issued in the state of Idaho, if the claim
resulted in:

(a) A final judgment in any amount;
(b) A settlement 1in any amount;

(c) A final disposition not resulting in payment on behalf of the

insured.

(2) Reports required 1in subsection (1) of. this section shall be made on
forms required by the director and shall contain the information required by
rule and regulation of the director.

(3) The director shall make reports required hereunder available to the
public in a manner which will not reveal the names of any person, manufacturer
or seller involved.

(4) There shall be no liability on the part of, and no cause ofaction
shall arise against, any insurer reporting hereunder or its agents or
employees, or the director or employees of the state, for any action taken by
them 1in good faith compliance with the provisions of this section.

SECTION 3. That Chapter 3, Title 41, Ildaho Code, be, and the same is
hereby amended by the addition thereto of a NEW SECTION, to be known and

designated as Section 41-336C, Ildaho Code, and to read as follows:

41-336C. FAILURE TO COMPLY - PENALTIES. (1) Any insurance company
required to file a report with the director under sections 41-336A or 41-336B,
Idaho Code, which neglects to file such report in the form prescribed and

within the time specified, or who neglects to fully and satisfactorily respond
in any report timely filed, shall be subject to a penalty of one hundred
dollars ($100) for each day in default.

(2) This penalty shall be in addition to any administrative penalty under



section 41-327, 1ldaho Code.

SECTION 4. That Chapter 3, Title 41, I1daho Code, be, and the same is
hereby amended by the addition thereto of a NEW SECTION, to be known and
designated as Section 41-336D, Idaho Code, and to read as follows:

41-336D. FEES AND MISCELLANEOQOUS CHARGES. The director shall include
within the T _.ulation required in section 41-401, 1Idaho Code, the fees and
miscellan™® charges required for the administration of the provisions of
sectio- 41-336B and 41-336C, Idaho Code.



BY TOOMAS K. MEAKIN

+ Just let your ship—me one tnat has
Just comé In—go cruising throu?h
those first quarter numbers for In-
surance and financlal services stocks.
T_he?/ were absolutely great and rela-
tively speaking even better than that.
QOur “customer's yachts' finished way
ahead of the rest of the fleet| Other
contenders were far behind when we
crossed the finish ling on March 31stl
_ The winter quarterjust ended IS be-
ing lauded by statisticians as the hest
quarter in manyégears for the genera)
maiket. The SSP 500 index was up
131 Iﬁ)ercent—the NASDAQ composite
advanced 15.3 Percent—the most
watched and quoted Dow Jones Indus-
trials surged 17.6 percent.

Sowhat] ) )

Our 11 financial services comPanles
soared 233 percent. Our property and
casualty stocks moved up 21.9 per-
cent, Gur multi-lines were better by

18.9 percent and the life and hearth

%oup was ahead 18.1 percent Only
e broker group, due Ia[?nelyto_ afail In
Frank B. Hall, lagged with an increase
0f63 Bercent
The breadth of the advance was re-
markable. There were only 10downers
among the 112 stocks detailed In the

Vbl/1

SMOOTH SAILING FOR INSURANCE STOCKS

statistics. Among those onlyjust men
Eoned Frank a Hall was a sénous loser.
BH started at 27 1/4 and ended off
17.9 percentat 22 3/8 asthe company
reported continuing chargeoff; This
wrecked eamIngs and masked the fact
that the bask brokerage business was
doing well. Hall's long term prospects
still look good to many Insurance
analysts. _

There were no losers and lots of big
gainers In our best of all Financial Ser-
vices group. Integrated Resources
shone as the No. I'stock with an ad-
vance of 37.4 percent. American
Brands, American Can. Ame[wan Ex-

ress. bmcorF, and. Sears all Rosted
Bercentaqe gains which approached 30
percent. 1t shouﬂ be noted that the
Ferformance of the Dow Jones Indus-
rials (which lagged four out of five of
our groups) was helped by the spark-
ling advances of American Can. Ameri-
can Express, and Sears Roebuck.

The runner-up property and casualty
group was led by an ex_traordmar?/
surge In W .R.Berkiey which made t
thp quarter's No. 1'insurance stock.
BKLY recorded a573 percent gain by
escalatm? to541/4 from 341 2. This
spectacular performer has been a fay-
orite of talented insurance analyst Wil-
liam J. Cridland Jr. of Stein. Roe a Far-
num In Chicago. It was Lev Cartwright
who interested Bill in insurance stocks
years back.

Rescue mission

Mission roared back 47.8 percent to
4 1/4tirom27/8. It wasa cliffhanger,
but Mission was rescued through the
Joint efforts of the California Insurance
department, maHor_sharethder_Amen-
can Financial of Cincinnati, Mission's
new management, the reinsurers, and
the creditors. Your columnist con-
gratulates all parties involved for their
Statesmanship. In particular. California

fa ftJS

M utuall.
Insurance Company

Where good business
continues to get
good service.

PO Box 900, UTiti. PA 17543
»Watx * Nk £a.a.uos

20 national underwriter « APRIL 18. 1986

Commissoner Bruce Bunner. a forceful
and practical regulator, gets high
marks from this analyst/columnist.
Thejury Isstill out on an Investment
prognosis for Mission. The amount of
dilution In store for presgnt share-
holders. not yet known, will be a key
consideration. Some of the smartest In-
surance stock investors | know of
bought Mission when It collapsed. to
under 2. Thus far they are crossing
their fingers and hanging In therel
Other'great performers among prop-

erty and casualty issues were: Pro-
gressive Corp. +41.1 percent. Fire-
mans Fund +38.1 percent, RU Corp.
+36.8 percent. SRI Corp. +363 per-
cent. and blue chip Chubb +30.8 per-
cent. Note that RU is now m our prop-
erty and casualty group as this contact
lens insurer has expanded rapidly into
excess and surplus lines. Also néw to
the group are Fireman's Fund. Home
Croup, and Mercur)i_ General, which
were returned to public ownership only
last year.—and AID Corp. and EMC In-

INSURANCE STOCK RESULTS FIRST QUARTER 1986

lit

Price Price  ftr.
12-31 3-31 %
GENERAL MARKET 1085 1988
OJIA ... 1548 87 1B18.6 17.6
SAP500 .......... 211.28 238.90 €131
NASDAQ Composite 324 93 374.72 +\S3
let
Price Pike ftT.
MUITMJINE 12-31 331 %
COMPANIES 1S65 1986 change
Aetna............... 53-1/2 64-7/8 213
American Bankers  14-1/8 16 +133
AmericanCcni... 347/8 42-1/4 211

106 135 *27 4

G4-1/4 72-5/0 4130
64-1/2 73-1/4 136
73 91-3/4 @257
__ 50-1/8 59-1/4 «182
Travelers . ... 48 551/0 168
9Mum-Unes....... +189
1st
Price r. e «]ir.
LIFE A HEALTH 1231 51 %
COMPANIES 1985 1986 ‘ivioge
Academy........... 2*3/16 3-1/16 4400
Acceleration Corp . 12-3/4 14-3/8 127
Am. Family (4 for 3) 20-3/4 28-5/3 382
Am. Heritage .. 42-1/2 42 - 12
Am. Income .. 10-5/B 12-3/4 4200
Am.integrity .... 22-1/2 24-3/4 100
Am. National 34-3/4 38-1/2 €108
Atlantic American*  14-1/2 18 *24.1
BMA ... 31 27-1/4 -12.1
Capital Hidg 29-3/0 34 +157
Central Rese 11-1/8 13-3/8 4202
Colonial LAA ... 36-1/8 40-1/4 114
Combined 51-3/4 62-3/4 €213
Cotton States. 7 81/8 161
Durham.............. 40-1/2 43-1/2 & 74
Equitable IA(B). 25-1/4 31-3/4 25.7
Federated
Guaranty........... 13 13-3/4 & 58
First Executive---- 19-1/8 251/2 333
Home Beneficial ... 33 39-3/4 205
. 703/8 309
Independent ......... 35-1/2 401/2 <141
Intercontinental... 11-3/8 11-3/0 ~
Jackson Natl.
351/8 211
53-1/2 & 75
155/8 #27.6
Kansas City. .- 33-1/4 188
Kentucky Central .. 53 59 +113
laurentian Capital . B-5/0 83/8 - 2.9
liberty Corp.......... 34-1/8 42 *23.1
ManhattanNati.. . 11-1/8 123/4 «14.6
Monarch Capital 551/4 71 *285
Monumental ....... 34-3/4 37-7/0 < 9.0
Natl. Western .. 16-5/B 19-1/2 173
Northwestern Nat 1 24-1/8 27-3/4 4150
Preferred Risk 32 37-1/2 172
Presidential
@for1). ... 12-1/2 151/2 32.0
Protective. e 22 21-3/4 - 11
Provident LAA 26-3/8 307/8 17.1
Sovereign............ 6-7/8 8-3/4 @273
Statesman C 51/0 7-1/4 e41.S
Torchmark. 33-1/4 @511
United Cos Fm. 24 23 - 4.2
United Presidential. 101/4 14-1/2 415
USUCO.......cuuueen 251/4 281/2 & 85
USUFE 373/4 46 *21.9
Washington Nat'l.. 251/4 32-1/4 &22.9
WestbridgeCapL* 12-1/4 11-7/8 - 31
A. L Williams 151/2 21-7/8 411
48 life A Health Companies +181
"New to list.

1fl

Pric* Price qtr.

PROPERTY A CAS—  12-31 3-31 %
UALTY COMPANIES 1985 1986 chenge
AID Corp.* ....... . 13-1/2 13-3/4 < 19
Am.lnoem. FInl. . 19-1/2 22-1/2 154
W.R. Berkley .. . 34-1/2 54-1/4 S72
. 54-7/8 71-3/4 «30.8
ana Fini............. 693/4 16.7
Continental Corp. . 47 523/8 <114
EMCIns.*........... 10-1/2 13-1/4 €262
Employers Cas . 551/2 70-1/2 4270
FarmersGroup . . 681/4 86 +260
Fireman aFund* . 30-7/8 425/8 4381
Foremost Am. .32 39-1/2 234
FremontGenl. ... . 24-3/a 31 €272
i . 085/0 & 19
. 51-1/2 651/4 26.7
P 24-1/2 29-1/4 194
Integrity Finl 53/8 5 - 7.0
Mercury Gen 20 22-3/8 #119
M~sion Ins... . 2-7/8 4-1/4 €47B
Motor Club Am. 153/8 187/8 & 31
OWRepublic....... . 355/8 41-1/4 €159
Ohio Casualty . 69-3/4 651/2 240
. 31-3/4 383/4 220
.451/4 651/4 411
15 26 +366
. 453/8 S53/4 €202
St. Paul... . 79-7/B 102-1/2 «ZB.J)
. . 20-3/4 22-1/4 & 72
... 157/8 23 ~363
. 39 443/4 147

United F.8C.

(3for2)... . 21-5/8 23 * 6.4
ZemthNatl.. 253/4 31 +204
31 Property alty Companies *21 9
*New to list.

1ft
Prica Price qjr-
12-31 3-31
BROKERS 1985 1966 chenge
Aiex.AAlex......... 33-1/4 353/8 6.4
Corrocn ABlack .. 60-1/4 623/4 & 4.1
Crump Cos........... 24 24 —
A..Gallagher ... 481/4 54-1/2 €130
Frank B. Hail....... 27-1/4 22-3/8 -17.9
Marsh A McLennan  81-1/2 107-1/2 31.9
6 Brokers * 63
1ft
Price Price qtr.
12-31 3-31 %
SPECIALISTS 1BOS 1986 change
Avemco.. 37 353/4 - 34
General Re -~ 100-1/8 121 208
Hartford Steam

8xler - 62-1/2 71-3/4 148
N.Y. Manne a

Genl.*............. 36 451/2 #29.2
NACRE*.. - 37 353/4 - 0.7
Nooel ... 1n-7/0 151/4 368
Piedmont Mgt........ 181/2 24-1/4 311
<New to 1st.

lit
Price Price qtr.
FINANCIAL 12-31 3-31 %
SERVICES 19BS 1966 chenge
Am. Brands ......... 66 B4 8 4273
Am Can.. 60 76 €26.7
Am. Expre: 53 683/4 €29.7
Oticorp .. 493/8 62-3/8 26.3
Dreyfus ... B81/2 01-1/8 #169
LF. Hutton......... 34-7/8 41-3/4 «19.7
Integrated

Resources ......... 24-3/4 34 €37 4
LrucadiaNatl........ 23 1/4 27-1/4 17.2
Memii Lynch . 34-3/0 41-3/0 €204
SEArs  .ooeeeeeeeennnn 39 49-1/2 *269
Transamenca 33-3/4 351/4 7.4
11 rmncial Services Compane 233



Report blasts Insurance rates

by Patricia O'Brien
Knighl-Rldder Newspapers

WASHINGTON — The insurance indus-
try hiked its 1984 rates for medical mal-
practice and general liability coverage by
more than was needed to remain profita-
ble, according to a government report re-
leased Monday — a charge rejected by an
industry spokeswoman as "totally naive"
and unfair.

Insurance companies have come under
fire in recent months for sharp increases
in liability rates that have resulted in med-
ical care providers, municipalities and
such "high risk” businesses as asbestos
removal companies being forced to pay
huge premium increases or — sometimes
—being unable to obtain coverage at all.

According to testimony by officials of
the General Accounting Office, the inves-
tigative arm of Congress, the impact cf
the hikes has been severe. Among the ex-
amples cited at a congressional hearing
Monday:

= A recent survey of day care provid-
ers found that 40 percent of those sur-
veyed had their insurance coverage can-
celed while most of the remainder were
forced to pay premium increases of be-
tween 200 and 300 percent.

= The American Medical Association
reported that malpractice rates for obste-
tricians in Maryland increased by 130 per-
cent last summer — a trend that some say
is causing doctors nationwide to consider
closing their doors rather than pay the es-

calating premiums.

“The insurance industry is generally a
very profitable business,” said GAO offi-
cial Natwar Gandhi. "To break even after
some rough times, all these companies
had to do was taise medical malpractice
rates by 20 percent. They went much far-
ther than that.”

Mavis Walters, an actuary with the In-
surance Services Office, protested that
the GAO report ignores the financial reali-

¢
3

ties of sharply increased costs due to a g

trend toward large lawsuit settlements.

ft

“Our losses have been too high, and our W

prices too low,” she said.
make it up. The GAO is just looking back-
ward, and that is totally naive."”

Walters said her organization, which
provides ratemaking data to the industry,
recommended that malpractice rates in-
crease by 47 percent in 1984. "That was
our break-even recommendation,” she
said.

According to the GAO, even though the
insurance industry lost money in 1984, it
still made between $50 and $75 billion in
net profits over the last 10years. In addi-
tion, the industry itself is predicting a
profitable five-year period ahead.

The industry blames several years of
"cutthroat” rate competition, an “explo-
sion” of lawsuits — and the sharp drop in
interest rates, which eroded companies’
investment income — for its heavy recent
losses. As a result, comoanies contend,

See Insurance, page E-7
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Bannister
A/24/86
Original sponsor: Halford
IN THE SENATE BY THE JUDICIARY COMMITTEE
CS FOR SENATE BILL NO. 443 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to 1insurance reporting an dis—

closure requirements, reporting fees, and reporting
penalties; evaluation of insurance premium rates;
surplus lines 1insurance; and the Medical Indemnity
Corporation of Alaska."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.09.200 1is repealed and reenacted to read:

Sec. 21.09.200. ANNUAL STATEMENT. (a) Each authorized insurer
shall before March 2 of each year file with the director a full and
true statement of its financial condition, transactions, and affairs
as of the preceding December 31. The statement shall be in the gener—
al form and context acceptable to the director, and shall be cate—
gorized by the specific type of insurance risk and by the business,
profession, service, activity or enterprise of the insured. The
statement shall be verified by the oath of the insurer®s president or
vice-president, and secretary, or, if a reciprocal 1insurer, by oath of
the attorney-in-fact or the same officers if a corporation, unless
verification 1is waived by the director of 1insurance. The statement
shall itemize all required information according to the

(1) total experience of the insurer; and

(2) experience of the insurer in the state.

() The statement required by (a) of this section must incluc

the following information for each type of insurance risk reported 1in

the statement:

-1- CSSB 443 (Jud)
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(1) number of exposures;

(2) direct premiums written;

(3) direct premiums earned;

(4) the amount and number of claims of direct losses paid;

(5) direct losses incurred;

(6) the amount reported and number of claims for direct
losses unpaid;

(7) net losses incurred but not reported.

(©) The director shall annually review and compile all state—
ments submitted under (a) of this section. When the submitted state—
ments amount to 75 percent or more of the premiums written for a line
of insurance reported for the reporting vyear, the director shall
evaluate the premium rates in the state for the line of 1insurance.

(d) The statement of an alien insurer shall relate only to its
transactions and affairs in the United States unless the director
requires otherwise. IT the director requires a statement concerning
an alien insurer®s affairs throughout the world, the 1insurer shall
file the statement with the director as soon as 1is reasonably possi—
ble. The statement shall be verified by the insurer®s United States
manager or other authorized officer.

(e) The director shall make available to the public for 1in—
spection the statements and evaluations required by this section.

Sec. 2. AS 21.09 is amended by adding new sections to read:

Sec. 21.09.203. CLAIMS REPORTS. (&) As a condition of doine
business in the state, an insurer shall before March 2 of each year
file with the director a report for each claim made on a policy issued
by the insurer in the state if the claim resulted in a

(1) final judgment;

(2) settlement;

CSSB 443 (Jud) -2-



10

12

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAFT

3) final disposition, other than a judgment or settlement,
that did not result in a payment by the insurer on behalf of the
insured.

() A report required by (a) of this section shall be made on
the forms provided by the director and contain the information re—
quired by the director by regulation.

©) Thedirector shall make the reports required by (b) of this
section available to the public in a manner that does not reveal the
names of the persons in the reports.

(d An insurer, the agents and employees of the insurer, the
director, and the employees of the division are not liable for action
taken in good faith to implement or comply with this section.

Sec. 21.09.205. FEES. At the time of filing a statement under
AS 21.09.200 or a report under AS 21.09.203, the 1insurer shall pay a
fee established by the director under AS 21.06.250,

Sec. 21.09.207. PENALTIES. (a) An insurer shall pay the direc-
tor $100 for each daythe insurer fails to file a statement as re-—I
quired by AS 21.09.200 or a report as required by AS 21.09.203.

) IT an insurer fails to file by March 1 of each year
statement required by AS 21.09.200 or the report required by AS 21.-
09.205, the director may

(1) suspend the authority of the insurer to enter into new
obligations or 1issue new or renewal policies of <1insurance 1in the
state j

(2) refuse to accept a fee for continuance of the insurer®"s
certificate of authority under AS 21.09.130;

(3) suspend or revoke the insurer™s certificate of authori —

ty.

* Sec. 3. AS 21.34.170 is amended to read:

_3- CSSB 443 (Jud)
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Sec. 21.34.170. [MONTHLY] REPORTS [, SUMMARY OF EXPORTED BUSI—
NESS]. On or before the end of each month, each surplus lines broker
shall file with the director, on forms prescribed by the director, a
verified report in duplicate of all surplus lines insurance transacted
during the preceding calendar month showing the following information
itemized by kind of insurance:

(1) the aggregate gross premiums writtenj_ and

(2) the aggregate return premiums [BY KIND OF INSURANCE].
Sec. 4. AS 21.34.170 1is amended by adding new subsections to read:

(b)) On or before the end of each calendar quarter, each surplus
lines broker, each adjuster that engages in surplus lines insurance,
and each business that engages 1in surplus lines 1insurance, shall file
with the director, on forms prescribed by the director, a verified
report of the aggregate claims that were 1incurred during the quarter
and that are known by the broker, adjuster, or business. The report
shall include the following information to the extent of the knowledge
of the broker, adjuster, or business:

(1) the amount of losses experienced in the state, includ—
ing amounts paid for the settlement of claims and satisfaction of
judgments 1in the state;

(2) amounts held for losses incurred in the state but not
reported; and

(3) amounts of unpaid claims,

(¢c) The director shall make the reports reauired by this section
available to the public for inspection.

Sec. 5. AS 21.75.130 1is amended to read:

Sec. 21.75.130. ANNUAL STATEMENT AND CLAIMS REPORT. (@) The

annual statement and claims report of a reciprocal 1insurer shall be

made by 1its attorney and Tfiled with the director, as provided in

CSSB 443(Jud) -4-
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AS 21 .09.200

C)
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- 21.09.205 [AS 21.09.200],

The statement and

claims

report sha

WORK DRAFT

Il be supplemented

information that [WHICH] may be required by the director relative to

the affairs and transactions of the attorney insofar

the reciprocal

* Sec. 6. AS 21.88.050(a)

insurer.

(@) The corporation shall

€y

in th

e form approved by the

is amended to read:

as they relate to

director, issue to all

physicians and hospitals who are found to be acceptable risks under

standards developed

premiums for

it, a contract or

hospitals and their

loss by reason of

under (5) of this

employees who

liability for

in the delivery of professional

contracts

are health care

subsection,

and who pay the

indemnifying physicians and

covered claims for

health care in the

providers against

an actor omission

[THIS] state, and

agreeing to tender on behalf of the physicians and hospitals and their

employees who are health care providers a defense to a covered claim

in a proceeding brought under AS 09.55.530 - 09.55.560; the limits of

liability for policies

the director;

not indemnify

the contract shall

cove

liability for punitive

r

the defense

damages arisin

claim; at the option of the corporation,

if approved

issued by the corporation shall be approved by

against but need
g from a covered

by the director,

and for an additional premium the contract may cover claims against

the physician or hospital that

performed by

cont 3ct 1is

the physician or

issued, except that

claim already filed

or of which

arise

out

hospital for any

coverage will notbe

the

p

hysician or

of professional services

period before the
provided for a

hospital had or

reasonably should have had notice at the time the retroactive insur—

ance was purc

&)

hased;

charge

a premium

-5-

for

the

protection

provided by the
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contracts 1issued by the corporation that [WHICH] shall be determined

by the board of governors 1in accordance with AS 21.88.080 and
to the approval of the director;

3) comply with or be subject to AS 21.06.090, 21.06.120,
21.06.140, 21.06.160, 21.06.250, AS 21.09.180 - 21.09.207 [AS 21.-
09.180 - 21.09.200], 21.09.250, 21.09.280, AS 21.12.020(b)-(e) ,

AS 21.18, AS 21.21, AS 21.24 and AS 21.36; and shall be exempt from
participation as a member 1insurer in the Alaska Insurance Guaranty
Corporation;

4) carry out the obligations of the contracts 1issued by
the corporation by defending all covered claims made against insured
health care providers and by paying all liabilities that [WHICH] are
finally adjudicated against the insured health care provider or that
[WHICH] may 1in the opinion of the corporation reasonably be expected
to be finally adjudicated against the health care provider to the
extent of the contract obligation;

(5) establish standards for the acceptability of risks; in
establishing these standards the corporation may exclude an applicant

for insurance based on individual risk selection factors, but may not

exclude an applicant based only on the classification of the appli—

cant .

CSSB 443 (Jud) -6-
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Version #2

Bannister
5/5/86
Original sponsor: Halford
IN THE SENATE BY THE JUDICIARY COMMITTEE
CS FOR SENATE BILL NO. 443 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring attorneys to make certain litiga—

tion reports; requiring reports on certain insurance
claims; establishing a system for the collection of
certain insurance data; relating to surplus [lines
insurance; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS. (a) The legislature has extensively investigat—
ed
¢)) the revision of the laws relating to civil liability for
bodily injuryresulting from tortious acts of insured persons; and
2 the effect ofa revision on the provision ofinsurance at a
reasonable cost for risks in the state.

(b) During the 1investigation into this area, the legislature has
determined that little actual claim data 1i1s available from which to deter—
mine

¢)) how dollars paid for bodily injury losses by insurers are
allocated among kinds of damage and levels of loss claims made by individu—
als; and

(2) what correlations can be made between the size of claims and
the approach to adjusting the claims.

(©) The legislature has determined that it would be valuable to
accumulate in as inexpensive a manner as possible sufficient data on losses
experienced by insurers as a result of claims for bodily injury so that a
credible base of information can be established from which conclusions

-1- CSSB 443 (Jud)
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about 1loss adjudication and damage allocation could be made.

()] The 1legislature has determined that a program to accumulate
under (c¢) of this section should terminate when sufficient data has been
accumulated to establish an adequate data base.

* Sec. 2. AS 08.08 1is amended by adding a new section to article 5 to
read:

Sec. 08.08.241. REPORT REQUIRED. (@) Unless the ~client’s
insurer, 1insurance adjuster, or general 1insurance agent or manager has
filed the report required under AS 21.06.320, a person engaged 1in the
practice of law in the ."iite who has represented a client in an action
in a court of the state or a federal court iIn the state shall, within
30 days after conclusion of a court action by decision of the trial
court if not appealed or decision of the highest court to which the
decision was appealed, submit a report under AS 21.06.320 1if the
action involved a demand on a person for compensation Tfor bodily
injuries.

* Sec. 3. AS 21.06 1is amended by adding new sections to read:
ARTICLE 2. INSURANCE COSTS FOR BODILY INJURY COMPENSATION LOSSES.

Sec. 21.06.300. STUDY REPORTER POSITION. (@) There 1is created
in the division the position of study reporter appointed by the direc—
tor .

(b) The study reporter must have the qualifications adequate to
perform the duties of the study reporter, including

(D an undergraduate degree in economics, statistics,
mathematics, or similar field from an accredited college or univer—
sity;

(2 experience in the collection, analysis, and presenta—
tion of large amounts cf data for use in formulating public or busi—
ness policy.

CSSB 443 (Jud) -2-
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Sec. 21.06.310. DUTIES OF STuDY REPORTER. (a) The study repor—
ter shall

(1) gather information on closed claims;

(2) prepare a documented report that statistically deter—
mines the allocation of insurance costs in the state for the compensa—
tion of bodily injury

(A) among the types of damages for compensation paid;
(B) between compensation for damage and costs of
adjustment;
(C) among the various categories of
(1) adjustment expense;
(ii) persons making claims; and
(ii1) persons claimed against;
(D) between insured and uninsured losses;
(E) among alternate methods of dispute resolution;
(F) among categories of claims by size of claim and by
the court in which the claim was filed;
(G) among other categories determined by the director
to be relevant to the purposes of the study;

3) report the information gathered under this section for
each calendar year in statistical form to the director and the legis—
lature on or before March 30 of the year following the calendar year
being reported.

Cb) The study vreporter may not inquire into qualitative or
guantitative comparisons among persons of the same occupation, includ—
ing attorneys, 1insurers, and adjusters.

Sec. 21.06.320. REPORTING REQUIRED. Within 30 days of closing a
claim, a person licensed as an insurer, adjuster, or general agent or
manager under this title shall report the closed claim to the study

-3- CSSB AA3(Jud)
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reporter on the form established oy the director, if

(1) the person either insures the insured against whom the
claim was filed or has assumed the obligation of investigating and
adjusting the claim to its conclusion; and

(2) the attorney for the person has not filed the report.

Sec. 21.06.330. REPORT FORM. (a) The director shall establish
by regulation the form for the report required under AS 21.06.320.

(b) The form

(1) may not require information that 1is unavailable from
the files of the person making the report;

(2) may not contain the name or 1identifying data of the
persons 1involved in the claim, including attorneys and insurers;

(3) may not require information that is confidential under
Alaska Code of Professional Responsibility Canon 4 from an attorney
who 1is required to report under AS 08.08.241;

4) must consist primarily of blanks, check boxes, and
similar means of reporting data;

(5) may not require narrative answers beyond one line 1in
length;

(6) may only request information relevant to the informa—
tion to be gathered by the study reporter under AS 21.06.310.

Sec. 21.06.340. VOLUNTARY INFORMATION. A person who investi—
gates and adjusts insurance claims but who 1is not required to report
under AS 21.06.320 may contribute reports of closed claims to the
study reporter. The study reporter shall take the precautions neces—
sary to ensure that the information submitted under this section is
accurate.

Sec. 21.06.350. PUBLIC INFORMATION AND INSPECTION. (a) Infor —

mation provided under AS 21.06.320 and 21.06.340 and all statistical

CSSB 443 (Jud) -4-
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abstracts and summaries prepared from the information are public
information, except that data obtained by the director or the study
reporter that would identify a person 1is confidential information and
not available for public 1inspection.

(b) The director and study reporter shall take the precautions
necessary to ensure that confidential information is not disclosed to
the public.

Sec. 21.06.360. REVIEW AUTHORITY. (a) The director may inspect
the files of a person who files a report under AS 21.06.320 or 21.06.-
340 in order to verify that the report complies with AS 21.06.300 -
21.06.370 and to determine whether the report form provides all avail—
able information relevant to the purposes of AS 21.06.300 - 21.06.370.

(b) Information obtained from inspection under (a) of this
tion, except the statistical data that becomes part ill the reportable
data base, 1is confidential and not available for public 1inspection.

Sec. 21.06.370. DEFINITION. In AS 21.06.J0? - 21.00.370,
"closed claim™ means a demand that 1is made on a person for money
damages for bodily injury arising fr m alleged tortious conduct of the
person, and that meets the following criteria

(1) the tortious conduct occurred in the state, or the claim was
or could have been litigated in a court of the state or in a federal
court in the state; and

(2) the claim has been concluded by settlement, by judgment of
the trial court if not appealed, or-by judgment of the highest court
to which the claim was appealed.

Sec. 4. AS 21.34.170 is amended to read:

Sec. 21.34.170. [MONTHLY] REPORTS [, SUMMARY OFEXPORTED BUSI —
NESS] . On or before the end of each month, eachsurpluslines broker
shall file with the director, on forms prescribed by the director, a

~ -5- CSSB 443 (Jud)
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verified report in duplicate of all surplus lines insurance transacted
during the preceding calendar month showing the following information
itemized by kind of insurance:

(1) the aggregate gross premiums writtenj_ and

(2) the aggregate return premiums [BY KIND OF INSURANCE].

* Sec. 5. AS 21.34.170 1is amended by adding new subsections to read:

(b) On or before the end of each calendar quarter, each surplus
lines broker, each adjuster that engages 1in surplus lines insurance,
and each business that engages 1in surplus lines insurance, shall fTile
with the director, on forms prescribed by the director, a verified
report of the aggregate claims that were 1incurred during the quarter
and that are known by the broker, adjuster, or business. The report
shall include the following information to the extent of the knowledge
of the broker, adjuster, or business:

(1) the amount of losses experienced in the state, 1includ—
ing amounts paid for the settlement of claims and satisfaction of
judgments in the state;

(2) amounts held for 1losses incurred in the state but not
reported; and

(3) amounts of unpaid claims.

(c) The director shall make the reports required by this section
available to the public for inspection.

* Sec. 6. AS 08.08.241, and AS 21.06.300, 21.06.310, 21.06.320, 21.06.-
330, 21.06.340, 21.06.350, 21,06.360, and 21.06.370 are repealed Ma”~ch 31,
1992.

* Sec. 7. AS 21.06.300, 21.06.310, and 21.06.330, as added by sec. 3 of
this Act take effect July 1, 1986.

* Sec. 8. Sections 1 and 2 of this Act, and AS 21.06.320, 21.0b.340,
21.06.350, 21.06.360 and 21.06.370, as added by sec. 3 of this Act, take

CSSB 443 (Jud) -6-
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March 4, 1986

T0: AlIl Committee Members
FROM: Committee Staff
RE: SB 458

This bill adds enforcement capabilities to the legislation passed last
year setting up insurance requirements and certificates of compliance
for air carriers.

Sect. 1 fc) allows the Department of Commerce and Economic Development,
Division of Weights and Measures to investigate possible violations of
financial responsibility requirements. It also enables DCEC to issue a
stop xcork order when it is found that the air carrier 1is in
noncompliance.

Sect. 2 (e) defines the penalties for violating the insurance
requirements. The current penalty, a Class B misdemeanor, 1is upgraded
to a Class A. The fine 1is increased from a minimum of $500 to a minimum
of $1000 with the maximum fine to be $5000 per day of violation. The
fine has been capped at $10,000 for each violation.

Sec. 3 amends AS 42.30.225 (b) and lowers the annual fee for the
certificate of compliance from $50 to $25.

Sec. 4 amends AS 42.30.225 (e), dealing with certificates of compliance,
and allows the Department to investigate whether an air carrier has a
certificate of compliance. If not in compliance, the department may
issue a stop work order.

Sec. 5 adds a new subsection to AS 42.30.225. The penalty for violating
the certificate of compliance requirement is a Class B misdemeanor and
may be fined not less than $500 or no more than $1000.

Sec. AS 42.30.380(3), a definition section, 1is amended to add rotor
craft to the definition of aircraft.



CERTIFICATION OF COMPLIANCE OF AIR CARRIERS

- PURPOSE

- WO DOES IT APPLY TO

REQUIREMENTS

PROCEDURES



PURPOSE

The purpose of the certification of coral iance of air carriers 1is to
provide the assurance that all persons who carry passengers or freight
for corrmercial purposes intrastate 1in an aircraft, comply with the
provisions in 4S 42.30.200 and /IS 42.30.225.

These provisions specify that the identified persons procure and
maintain minimum amounts of insurance security and that the aircraft
used for these purposes must be in ccmpliance with federcl safety
regulations.

WHO DOES IT APPLY TO

AS 42.30.200 stctes that a person who ccrries passengers or freight
for commercial purposes intrastate 1in an aircraft shell procure and
maintain security as specified. For purposes of filing with the
Department of Commerce and Economic Development, this paragraph 1is
interpreted to mean those aircraft opercting inirestate ur.aer Federal
Aviation Administration regulations part 121 cr.d 135.

AS 42.30.225 further requires that an annual certificate of camp! iance
be obtained before a person uses an aircraft in air commerce.

In defining the appl iccbilitv of the orovisions of AS 42.30.200 -
42.30.3S0:

1. "air carrier”™ means a person undertaking to engage in air
commerce. whether directly or indirectly, or by lease, contract,
or any other arrangement and whether over regular or irregular
routes;

2. "air commerce"™ means carriage by aircraft of persons or freight
for commercial purposes or hire 1in intrastate commerce, 1including
the carriage by aircraft of persons or freight that move partly
by aircraft and partly by other forms of transportation;

3. "aircraft" means c¢ propeller or Jjet powered device used or
designed for flight in the air;

4. "commercial purposes”™ means activities for which the person
receives direct monetary compensation and does not include
act ivi ties incidental to and done in furtherance of the persons
primary business.

5. "freight"” means commodities, articles, and cargo of whatever
nature or value excluding garbage and trash.



REQUIREMENTS

A person v.ho carries passengers or freight for commercial purposes
intrastate in an aircraft must maintain the following minimum
securitv:

1. $150,000 per seat for bodily injury or death in a single
occurrence; and

2. 5100,000 for property damage in a single occurrence.
Evidence of insurance must be filed with the Department of Commerce

and Economic Development, Division of Measurement Standards, and may
not be cancelled on less than 30 days written notice to the Division

of Measurement Standards. This not ification of cancel la* ion must be
clearly stated 1in the policy or endorsement for an insurance policy
submitted as proof of financial responsibility. This 30 day notice

period is measured from the date on unich the Division of Measurement
Standards receives notice.

A person may not use an aircraft in air commerce before obtatnina an
cnnucl certificate of compliance for that aircraft from the Department
of Commerce and Economic Development, Division of Measurement
Stcndarcs. The application for the cert ificate of carnalicncs must
include:

1. proof of financial responsibility in the amountspreviously
identified;

2. a copy of the Federal Aviation Administretionls air carrier
operating certificate, for each aircraft;

3. a Federal Aviation Administration certificate to operate 1if you
are a scheduled air carrier; ande

4. a $50.00 annual fee for each aircraft being certified.
PROCEDURES
1. Complete an application for a certificate of ccmpliance.
2. Attach copies of all required docunents as outlined on the

applicat ion.
3. Include the S50.00 annual fee for each aircraft.
4. Ma il comp lete application "package to:
Division of Measurement Standards

P.0ZBox 111686
Anchorage, Alaska 99511



INSTRUCTIONS
APPLICATION FOR
ALASKA AIR CARRIERS CERTIFICATE CF COMPLIANCE

1. Name of the individual making applicat ion.

Nome of business.

3. Mailing address. If the operating location is different, please specify.

4. Date of application.

5. Business telephone number.

6. List those aircraft that are wused Iintrastate in Federal Aviation
Regulations part 121 and 135 operation. Co not list those aircrcft that
are used 1in parts 61, 91, and 141 operations.

Aircraft Descriot ion:
Type or aircrcrt; rake end model.

Passenger Configure:ion:

kumoer of passengers cne aircrcft is configured to carry. If aircraft is
used for freight only, SO designate. [AS A2.30.20G(al rcguires 5150.000
per seat for oocily in/urv nr death end 5100,000 for property oarage.)

FAA Reaisiration Numoer:
Feaeral nviation circrcft registrat ion numoer.

T. The total number of aircraft listed in =5. If cn cddendum sheet is used,
include total from =6 plus total from acaendum sheet in this section.

8. /IS 42.30.225(a). A person may not use an aircraft 1in air commerce before
obtaining cn annual certificate of compiiance for that aircraft from the
Department of Commerce and Economic Development, Division of Measurement
Standards.

/S 42.30.225(b). The annual fee for a certificate of comal iance is
$50.00.

Multiply the number of aircraft listed in #7 times $50.00. Place that
result 1in section r?. Enclose that amount with the appl icction.

9. Attach a copy of the Federal Aviation Administration®s, Air Carrier
Operating Certificate, form number 8430-18.

10. Attach a certificate of 1insurance or have the insurance company mail the

certificate direct. A telex message can be wused for temporary
verification v._.hile waiting for the original certificate. A certificate
of ~comol iance cannot be issued without proof of insurance per >4S
42.30.225(1). -

11. For State Use Only - Do Not Fill In. This form will be returned to you
with this section®"fil led in and all required certificates attached.

ORIGINAL AND ONE COPY OF ALL FORMS TO DE RETURNED TO THE DIVISION OF
MEASUREMENT STANDARDS



CODE EXPENDITURE BY OBJECT AGENCY REO COV*"S REO.
TITLE OF INCREMENT/DECREMENT: ACENCY CONTACT/PHONE NUMBER:

. . . . . 71000  Personal Services 1494 7 2.3

Air Carrier Program Marvin Rieqer/3%5-7750 72000 Travel =050, 1S -4
DESCRIBE WHY THIS INCREMENT/DECREMENT IS NEEDED AND WHAT IT PURCHASES: 73000 Contractual Services 12.0 !
The air carrier financial responsibility bill as passed by the 14th 71(000  Supplies -LJL [. 5
legislative session mandated that t)it? following functions be pci formed 75025 Equipment .16J). Il -3

75690 Lands, Buildings, Etc.

1. Maintain records on the limits of security and CUITENt status on 77000  Grants, Claims, Etc.

all persons who carry passengers or freight for commercial 7B000  Miscellaneous

purposes intrastate in an aircraft; TOTAL 223q ||0 |
2. Verify eligibility and issue certi ficates ofcompliance upon I-A Transfer (NON-ADD)

col lection of a $50.00 annual fee; and 1002 Federal Receipts
J. Investigate complaints and enforce theprovisions of AS 42.30.200 1003  General Fund Match

and AS 42.30.225. 100<4  General Fund 161.4 47. b

1005 I-A Reccipts
This bill was passed and signed into law without a fiscal note. 1028  Program Receipts 62.5 62.5
Other
The House journal dated June 17, 1985, contained a letter from PFT
Governor Sheffield to Representative Grussvndorf and is partly POSITION PPT
quo ted for information: INFORMATION Non Permanent
Staff Months 48
"Dear Representative Grussendorf: Enhance Existing Service

/__/ Compared to FY 86

Today | have signed the Conference Committee Substi tute
."W" New Service Compared

for House Dill 133 relating to transportation safety and — to FY 86 /__/ Formula
financial responsibility for Alaska®s truckers and air Program
carriers. Continuation of FY 86

Although the substance of this legislation is basically / / Service Level
sound and provides some assurance that the instate trucking
and air industries operate in a safe manner and with adequate IMPACT FROM CAPITAL PROJECT (NAME)
insurance, |I am deeply concerned by the failure of the

legislature to provide any funding."
Chapter SLA _Page/Linc

AGENCY -QEMRIMENT..OE_f.AMMFREF ANl FrnNDMir DEVELOPMENT

INCREMENT/ onu division 0r FY 87
© EESEEZATENT COMPONENT OpornLions
Agency Priority 24 0f 101 PROJECT 000050

(6/8i()-c5



This increment requests the funds required to perform the administrative and field investigation/enforcement
mfund ions.

The administrative function entails the verification of aircraft operating intrastate under Federal Aviation
regulations pan 121 and 135. Estinxites provided hy the Alaska Air Carriers Association place the total nurber
of eligible aircraft at approximately 5,000. Veri ficat ion of compliance with /IS <i2.30.700 requires that a data
base be established that Ilists aircraft by type, owner, Federal Aviation Administration 1idcntification, and
veri ficat ion of 1insurance. A certificate of compliance is issued for each aircraft. This certificate of
comp liance must be renewed annually for a $50.00 fee. Revenue processing and accounts receivable programs will
have to be established to monitor all fees collected. Additionally, a policy of insurance may not be cancelled
on less than 30 days written notice to the Division of Measurement Standards. Each of these cancellation
notices wi 11 have to be placed in a suspense file so that if notificat ion of renewal 1is not received prior to
the expirat ion dale, theaircraft will have to be added to a list of non conyM iance carriers.

In discussions with the insurance 1industry and the air carriers association, it was stated that eachaircraft

may involve a change 1in status up to six times per year. Tracking of these changes to assure statutory
compliance places a continual monitoring requirement upon the Division and the generation of a weekly status e
report.

Not ificat ion of non compliance will be mailed to each carrier upon expiration of the insurance.

The administrative portion of the program will provide the records keeping services and the infotrmt ion base but
the assurance that the public receives the protection intended by the statute can only be provided through field
investigation. Because of the geographic dispersion of the operating carriers, it 1is essential to place field
investigative personnel 1in locations so that they will be capable of responding in a timely manner.

The field investigations will consist of:

1. Invest igat ion of complaints:
2. Field inves tigation of operating aircraft to assure ccmpliance; and
3. Field investigation of aircraft 1identified as not being in compliance to ensure that they arenot being

used cornnercia! ly.

AGENCY chartnatnr @DNAGand economic development FY 87

ADDITIONAL
o5 EXPLANATION BRU mgm Page 2 of 7.
FORM _ 000051
COMPONENT Opera Lions Revised Date

(6/8<t)-aei



V

M& anticipate using an existing classification so that dual utilization will be possible. This will ensure
productive service regardless of workload variation.

The new employees will be housed within existing office space in Anchorage, Fairbanks, and Juneau.

The requested travel funds will provide the capability of investigating complaints and assuring conpliance in
rennte locations throughout the state.

Contractual services funds are required for telephone services, vehicle fixed and operating costs, and printing
of fotvis and certificates of conpliance\.

Requested supplies are for standard office operating supplies.

The requested cqui[xncnt consists of a vehicle for each operating location, a micro computer for data base and
informat ion management, and standard office furniture and equipment.

Recommend that this increment be funded as follows:

161.4 - General Funds o _
62.5 - Program Receipts from certificate of compliance fees

Number of o
Posi tions Class Description Range Location Cost
-1 Weights and Measures Inspector [l 17A Anchorage 44.9
1 Wegghts and Measures Insgector | 1213 Fairbangs 37.7
1 Weights and Measures Inspector | 1213 Juneau 33.4
1 Administrative Assistant | 128 Anchorage 33.4
AGENCY DEPARTMENT OF COrtUERCE AND ECONOMIC DEVELOPMENT FY 87
ADDITIONAL
cs5 EXPLANATION BRU bTviISion OF MEASUREMENT STANDARDS Page 3 of 1
FORM
COMPONENT operations Revised Dale 000052

6/8«0-ael



Increment Cost Recap:

Personal Services: 149.4 - Salaries with 3% underfunding

Travel 5.2 - Field transportation
6.8 - Field per diem _
1.8 - Administrative transportation
1.2 - Administrative per diein
Contractual 2.1 - Communications
5.1 - Hwcr; Vehicle replacement costs
2.7 - Vehicle fuel
1.0- Printing _
1.1 - Minor vehicle repair
commodities: 1.5 - Standard office supplies

Equipment: 3.2 - Office furniture
1.6 - Typewriter
.2 - Calculators
33.0 - 3 vehicles
8.0 - Micro computers and software

223.9
AGENCY DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT Fy 87
ADDITIONAL
C5 EXPLANATION BRU DIVISION OF MEASUREMENT STANDARDS
FORM 000053

COMPONENT Operations

(6/8"t) il
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Sec. it2.30.200. AIR CARRIER FINANCIAL RESPONSIBILITY". (a) A person
u/io carries passengers or freight for corrrr.ercial purposes intrcstate in an
aircraft shall procure and maintain security in the following minimum
amounts:

(1) Liability for bodily injury or death of persons:

A limit of at least $150,000 for any one person 1in anv one
occurrence and a limit for each occurrence in anv one aircraft of at least
an amount equal to the sun produced by multiph®ina one hundred fifty
thousand dollars ($150,000) bv seventv five percent (75 percent) of the
total rated seating capacity of the aircraft. 1$150,000 PER SEAT FOR
BODILY INJURY CR DEATH IN -4 SINCI .OURRENCE: AND]

(2] Liability for loss of or ccmaae to property:

A limit of at least one hundred thousand dollars ($100,0001

for each occurrence. [$100,000 FOR PROPERTY" DAMAGE IN A SINGLE OCCURRENCE]
(b) Evidence of security required under (a) of this section shall be
filed with the department and must be
(1) a policy or certificate of insurance 1issued by an insurer
acceptable to the department; or
(2) a bond of a surety company licensed to write surety bonds in
the state; or
(3) evidence accepted by the department, shewing ability to
self-insure; or
[A] other security approved by the department.
(c) The department may authorize department personnel to enforce this
section and may adopt procedural regulations necessary to implement this

section.

Com'narce.b Propo&cJ Chajtcjti (=0

AS ‘H-S o.ioe, 590 - (A ;r
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(d) A policy of insurance, surety bond, or other form of security nay
not be cancelled on 1less than 30 days written notice to the department,
This requireirent must be clearly stated in the policy or endorsement for cn
insurance policy submitted as proof of financial responsibility under AS
42.30.225(a) (1). The 30 day notice period 1is measured from the date on
which the department receives notice.

(e) A person who violates [(a) OF] this section is guilty of a class
[B] A misdemeanor and is punishable by a fine of not less then [$500]

57,00P or more than [51,000] 55,000,

Sec. 42.30.225. CERTIFIQ\NTICN OF COMPLIANCE OF AIR CARRIERS. (a) A
person may not use cn aircraft 1in air commerce before obtaining an annual
certificate of ccmol iance for that aircraft frcm the department. The
department shall issue or renew a certificate of ccmpl iance upon
cppl ication and presen tation of

(1) proot of financial responsibility required under /AS
42.30.200;

(2) proof of compliance with Federal Aviation Administration
requi rements, and, where applicable, federal certi fication for scheduled
airline service.

(b) The annual fee for a certificate of compliance 1is 550. The
certificate 1is valid for a period of 12 months following the date of
certification. The certificate shall be displayed [ON THE AIRCRAFT] so
that jt [IS] 1is visible to boarding passengers.

(c) The department may investigate complaints or violations of this
section and conduct other investigations that the department considers
appropriate and advisable to develop information on possible violations of

AS 42.30.200 or /AS 42.30.225 and may, upon completion of this investigation

-2-
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where a violation of AS 42.30.200(a) exists, issue a stop use order. [USE
OF AN AIRCRAFT IN AIR COMMERCE BEFORE OBTAINING A CERTIFICATE OF COMPLIANCE
REQUIRED UNDER (a) OF THIS SECTION MAY BE CAUSE FOR DENIAL OF THE
CERTIFICATE]

(d) A person who violates this section is cuiltv of a class B
misdemeanor and 1is punishable by a Tine of not less than 5500 or more than
$1,000. [A PERSON W HAS OBTAINED A CERTIFICATE TO USE AN AIRCRAFT 1IN AIR
COMMERCE FROM THE ALASKA TRANSPORTATION COMMISSION BEFORE THE EFFECTIVE
DATE OF THIS ACT IS NOT REQUIRED TO OBTAIN A CERTIFICATE OF COMPLIANCE
UNDER (a) OF THIS SECTION UNTIL THE DATE THE [INSURANCE POLICY FOR THE
AIRCRAFT IS RENPAEDI

fe)The department may authorize department personnel to enforce this
section ana may adopt procedural regulations necessary to implement this

section.

Sec. 42.30.380. DEFINITIONS, (a) In AS 42.30.200 - 42.30.380,

(D) "air carrier” means a person undertaking to engage in air
conmerce, whether directly or indirectly, or by lease, contract, or any
other arrangement, and whether over regular or irregular routes;

(@) "air commerce"™ means carriage by aircraft of persons or
freight for commercial purposes or hire in intrastatc commerce, including
the carriage by aircraft of persons or freight that move partly by aircraft
and partly by other foms of transportation;

3) "aircraft” means a propeller, rotor or jet powered device
used or designed for flight 1in the air;

4 "commercial purposes”™ means activities for which the persons
receives direct monetary compensation and does not include activities

incidental to and done in furtherance of the person®s primary business;

-3-
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(5) "department™ means the Department

Development;

(6) "freight”

whatever nature or value,

means ccnmodities, articles,

excluding garbage and trash.

end

cargo,

of Conmerce and Economic
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|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date
REQUEST FISCAL DETAIL

Bill/Resolution No . : SB464 AgencyAffected:
Title: "An Act relating to the duties of BRU :
the Commission on Judicial Conduct:

Sponzwr:: Time Judiciary €ommittee ComDonents
Requestor :The Judicial*Council 6 The Judicial

Date of Request:2/5/86Conduct Commission

EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS
OTHER

TOTAL

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach aseparate page ifnecessary

This bill has no fiscal impact, as it requires no additional operating
expenditures, funding or positions.

Pn.pan.rfhy- n Francis L. Bremson____  Phone:.(907) 279°2526
Division : Alaska Judicial Council Date: 5/20/86
Approved by rnmmissinnpT® ¢t ~ t*ai~drancis L. Bremson Date: 5/20/86
Agency: Alaska Judicial Council

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office ofManagement and Budget
Impacted Agency(ies) page L_ of - - 10/25/85
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Introduced: 3/1A/86
R.eferred: Judiciary

IK THE SENATE BY THE JUDICIARY COMMITTEE
SENATE BILL NO. AGA
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A 3ILL
For an Act entitled: "An Act relating to the duties of the Commission on
Judicial Conduct."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 22.30.011(f) is amended to read:
() IT the commission decides to reprimand a judge privatel
the commission shall forward the reprimand to the judge. A copy of
the reprimand shall be sent to the chief justice of the supreme court

and to the judicial council. A private reprimand is confidential.

-1- SB AGA

COMMITTEE COPY .
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RECORDS
CERTIFICATION

|, the undersiginid, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

n ll|
Signature of Camera Operator I I Date I

02-519 (REV 8/78)






BILL CONTACT/ACTION

DATE CONTACT/ACTION
L h u 7 TIAIC.V«i,sniA is tativjisfi fit
J is Cti-¥ miacah/ 1" ()p(gnif H i re a nt°-



Alaska Matf 1Gegislaturt

.1-V FAIK5
IVICM \
mM’ITOL. Mill DINQ
dl'er AL 41 ASM 00611

cociiaikman
finance committee

Senate
March 27, 1986
MEMORANDUM
T0 Senate Finance Committee Members
FROM Jan Faiks, Co-Chairma yry
Senate Finance CommaTt
SUBJECT Finance Committee Spo red Bill

With the committee®"s concurrence, | would like to introduce
a committee sponsored bill which makes several amendments
to the Uniform Common Interest Ownership Act which was
approved by the Legislature last session.

The amendments are the result of recommendations offered by
a joint industry committee consisting of representatives
from the Alaska Realtors Association, AHFC, Alaska Land
Title Association and the Association of Mortgage Bankers.
Basically, the bill will do the following:

1. Clarifies the procedures which must be
followed in planned communities (especially
single family units) where there is limited
common elements such as road maintenance and/or
common wells. In planned communities, typically
there is no homeowners association thereby making
it not possible to comply with some of UCIOA"s
provisions such as the Association providing a
re-sale certificate. Instead, the amendment
provides for an alternative means of disclosing
to potential buyers all obligations associated
with the real estate.

2. Makes all condominiums subject to the Act
(currently it pertains to those with 12 or more
units).

OUT OF SESSION
1024 WEST SIXTH AVENUE, SUITE 302 ~ ANCHORAOE, ALASKA 99501 907-274-6611



3. Provides an Association with the ability to
go to court when it has a problem in amending its
declarations (such as the inability to get 100%
of the homeowners to agree due to absence from
the property). This 1is patterned after a Cali—

fornia law.

I would like to introduce the legislation on Friday, March

28th. As a result, would you please let me know if you
have any problems associated with the committee®s
sponsorship of 1it.

Attached is a sectional analysis as well as draft of the
bill. Should you have any additional questions, please let
me know.

Thank you.



TO: SENATOR JAN FAIKS
SENATOR RICK HALFORD

FROM: ELIZABETH J. HICKERSON
SUBJECT: UCIOA AMENDMENTS

DATE: MARCH 26, 1986

During the last month | have met on a number of occasions with
representatives from the Joint Industry Committee which was formed to
make recannendations concerning UCIOA. Based on their concerns and with
legal advise frcm Don Buck and numerous Alaska lawyers that sure engaged
in the real estate practice, the attached draft bill was developed.

The following is a sectional analysis of the draft.

Section 1. AS 34,0R,020 is amended as follows:

it is made clear that this section applies to cooperatives that are
created after January 1, 1986; and,

financing from AHFC is deleted.

Problem solved: It is now clear which cooperatives are only subject to
the universal sections, AS 34.08.720 - 740 (nonresidential or 12 units
and no development rights). Financing from AHFC was a problem because
as a practical matter, all cooperatives are or might be subiect to this
type of financing, and therefore the intent of the uniform act was
frustrated.

Cooperatives in Alaska are few - three or four statewide - according to

the people in the industry, so there will be little affect. However, if
a cooperative is created after January 1, 1986, the declarant may opt in
under the entire act.

Section 2. AS 34,08.030 is amended as follows:

the exemption only applies to planned conmunities not subject to
development rights or whose assessments are limited to $100 per
unit annually;

financing from AHFC is deleted; and,

condominiums regardless of size are subiect to the entire act under
AS 34,08.010.

Problem solved: Planned conmunities with limited assessments and no
development rights which are created after the date of this arrendment
are only subject to the universal sections. The entities which are



exempted must still provide disclosures based on the coniron law if they
decide not to opt into the entire act.

Section 3. The provisions of this section were included under AS
34.08.030. With the amendments to that section, it was the
determination of the drafter that a separate section be created.

Section 4. AS 34.08.040 is amended to include AS 34.08.510 as an
applicable section for preexisting ccmTon interest communities.

Problem solved: This clarifies that AS 34.08.510 applies to preexisting
corrmunities. While this section is referenced in AS 34.08.590, which is
an applicable section, this amendment removes any doubt.

A planned community which limits its annual assessments to $300 in its
declaration is not required to provide a public offering statement or a
resale certificate under AS 34.08.510. This solves a number of problems
for planned conmunities with limited responsibilities which do not have
the ability to provide resale certificates.

Section 5. A new section is created which is based on the California
law. Under this section, an association or unit owners may petition the
court to amend their declaration when it has been impossible to secure
the necessary number of votes. The petition must state what efforts
have been made to solicit the approval of the unit owners, what
amendments are sought, the effect of the amendments, etc. “The court may
not approve amendments which eliminate a special right, preference or
privilege, or that would impair the security interest of a mortgagee.
Numerous due process provisions are included.

Problem solved: This makes it possible for declarations to be amended
when owners are absent or refuse to participate personally or through a
proxy. (McNall racarmandation)

Section 6. A new section is added that allows associations or unit
owners to petition the court for an extention of the termination date
contained in the declaration. This would be accomplished by utilizing
the procedures contained in the above referenced Section 4. This is
also based on the California statute.

Problem solved: This makes it possible for declarations to be amended
when owners are absent or refuse to participate personally or through a
proxy. (McNall reccximendation)

Section 7. Amends AS34.08.470(j) by repealing the nonjudiciai lien
foreclosure procedure under AS 34.20,070 {Deed of Trust).

Problem solved: When this section was drafted a legal fiction was
created. Associations could use the Deed of Trust provisions which



allow nonjudicial sale of property. The problem with this is that
associations are not parties to the Heed of Trust. This drove the title
people crazy. Most of the my time over the last week has been spent on
this provision, trying to figure out what was the best way to go. After
talking to no less than ten attorneys and a superior court judge and
reviewing the comments to UCIOA carefully, | determined that this remedy
should be repealed, Associations may still proceed under the lien
foreclosure provisions of AS 34.35.005 or sue on a breach of contract.

IT the banks will cooperate with associations and apply pressure on
delinquent unit owners, then COUIt action and its associated expense can
be avoided.

Section 0. AS 34.08.590 is amended by adding an alternative resale
certificate as follows:

Unit owners in a planned ccmnunity that was created after January
1, 1986, not exempt under AS 34.08,050 (conmunities 12 and under),
does not collect assessments and does not have an association or
board members, may provide an affidavit instead of a resale
certificate.

The affidavit must include:

a statement that no assessments are collected; date and amount
of last assessments; and the reason that assessments ceased;

a statement that no association exists or no board/officers
exist;

copies of the declaration, bylaws, rules, etc.;

a brief description of the real estate and all obligations
associated with that real estate.

Problem solved: In situations where no associations exists and
therefore it is impossible for a resale certificate to be provided, the
unit owner is able to provide an affidavit that discloses the vital
information associated with the property.

Section 9. A new section is added that concerns those condominiums that
were created after January 1, 1986 but before the date of the amendment
to AS 34.08,030. These entities relied on the law that existed at the
time, and could have been exempted from the majority of the act at time
of creation. It protects their interests, but provides that acts and
occurrences after the effective date of the amendment will be regulated
under AS 34.08,040.

Problem solved: The few condominiums created during this short period
will bs grandparented in under the provisions for preexisting common
interest cannunities.



I have been told that these amendment will be endorsed by:

Alaska Realtors Association
AHFC

Alaska land Title Association
Association of Mortgage Bankers



ALASKA MUTUAL BANK

April 7, 1986

Patrick Rodey, Chairman
Judiciary Committee
P.0. Box V

Juneau, Alaska 99811

Dear Senator Rodey:

Alaska Mutual Bank recommends passage of Senate Bill 470. We support the
basic intent of the Uniform Common Interest Ownership Act (UCIOA) and
agree that _full disclosure to purchasers of units in common interest
communities 1is appropriate. However, it has become apparent since the
effective date of the Act that refinements to UCIOA were necessary.

As it exists now, UCIOA works well in highly structured common interest
communities. However, the addition of subparagraph (d) to section 590 is
necessary to assist many owners in limited common interest communities in
complying with the Act and providing adequate disclosure to purchasers.
The inclusion of the wording "... financing from the Alaska Housing
Finance Corporation..." had the effect of negating the exemptions found in
sections 020 and 030 of the Act.

The amendments to UCIOA are the result of a Cooperative effort by members
of various real estate industry groups all working toward one goal: a law
that 1is appropriate for the various types of communities in the State and
one that will provide adequate disclosure to real estate purchasers.
Senate Bill 470 meets that goal.

Sincerely,

Kay Murphy /
Vice President

KMz rm

Telephone (907)3 ill’ 77190 m1500 II.Denson Hied. - 2! O. llox 1-9003 - Anchnrnse.Aluska 99509-9003



ALASKA MORTGAGE BANKERS ASSOCIATION
P.0. BOX 4-2691 /ANCHORAGE. ALASKA 99509

April 4, 1986

Members

Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Re: Senate Bill 470
Honorable Senators and Representatives:

The A.laska Mortgage 3ankers Association recommends passage of
Senate Bill 470.

The Uniform Common Interest Ownership Act took effect on January
1, 1986. The law provides fcr disclosure of certain information
to purchasers of property in common interest communities as well
as defining those communities. We support the intent of the law
and the disclosure requirements on large and/or structured
common interest communities.

It became apparent when implementing the law that certain refine—
ments were needed, especially as regards small and/or limited

common interest communities. Our Association, along with others
in the real estate industry have worked with legislative staff
toward a goal of amending the law. Senate Bill 470 incorporates

the refinements the industry felt were needed and should solve
the problems encountered by the real estate industry, title
companies, lenders and consumers in working with the Uniform
Common Interest Ownership Act.

We feel passage of the bill would result in a workable law which
encompasses the intent of the legislature and the intent of the

Model Act.

Should you have any questions, we will be happy to discuss this
at your convenience.

Lucille Stietz
Vice President
907-265-2860



PROPOSED JUDICIARY COMMITTEE SUBSTITUTE
SENATE RILL 470
Sectional Analysis

Section 1.

AS 34.08.010 1is amended to include the regulation of all residential
condominiums and cooperatives under the common interest ownership
act.

Section 2.

AS 34.08.030 is amended to apply only to planned communities 1in which
there are no development rights and whose annual assessments are
limited to $100 per unit.

Section 3.

The wording of this new section was contained in the original AS
34.08,030." Due to the modifications to that section, the drafter
recommended a new section be created.

Section 4,

AS 34 .08 .040 is amended to include AS 34.08.510 as an applicable

section to preexisting common interest communities. AS 34.08.510 is
referenced in AS 34.08.590 (Resale certificates) but was not included
under AS 34.08,040. Thi.s addition clarifies the applicable sections.

Section 5.

A new section is added that gives associations the ability to
petition the court in order to amend declarations. This 1is needed to
modify declarations which have no provisions for 0 andments or whose
declarations require a high percentage of unit owners to vote on
amendments. Adequate due process provisions are included. This 1is
adopted from the California law.

Section 6.

A new section is added that gives associations the ability to
petition the court in order to extend the termination date of the
declaration. This is needed where no provisions for extension are
provided in declarations. Adequate due process provisions are
included. This 1is adopted from the California law.

Section 7.

AS 34.08.470 :s amended by repealing the noniudicial lien foreclosure
procedures under AS 34.20.070 (Deed of Trust) as apply to
condominiums and planned communities. The remedy available under the
Deed of Trust statute was intended to be available only to the



original parties to the deed, and thus 1is inappropriate for
nonparties, particularly condominiums and planned communities.

Section 8,
AS 34.08.590 is amended by adding an alternative resale certificate
for planned communities where there 1is no association or officers and

where no assessments are collected.

Section 9.

This section was added in order to comply with the revisions to AS
34.08.020 and AS 34.08.030.

Section 10.
AS 34.08.020 1is repealed. Cooperatives by nature are creatures of

statutory law and should be regulated hy the Common Interest
Ownership Act.



WORK )RAFT

Bradlev
4/9/86"
Original sponsor: Finance Committee
! IN THE SENATE BY THE JUDICIARY COMMITTEE
2 CS FOR SENATE BILL NO. 470 (Judiciary)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
¢ FOURTEENTH LEGISLATURE - SECOND SESSION
> A BILL
® For an Act entitled: "An Act relating to the Uniform Common Interest
! Ownership Act."”
3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9= * Section 1. AS 34.08.010 1is amended to read:
10 Sec. 34.08.010. APPLICABILITY GENERALLY. Except as provided in
nj AS [34.08.020 AND] 34.08.030, this chapter applies to each common
12

interest community created within the state after January 1, 1986.

13
The provisions of AS It. 15 and AS 34.07 do not apply to common

14
interest communities created after January 1, 1986.

15 .
* Sec. 2. AS 34.08.030 1is amended to read:

16
Sec. 34.08.030. APPLICABILITY TO [SMALL AND] LIMITED EXPENSE

17
LIABILITY PLANNED [COMMON INTEREST] COMMUNITIES. IfT a planned [COM—

MON INTEREST] community created after January 1, 1986, [CONTAINS NO

MORE THAN 12 UNITS AND] 1is not subject to any development rights and

20
[OR FINANCING FROM THE ALASKA HOUSING FINANCE CORPORATION OR] pro-—

21 . . B} i .
vides, in its declaration, that the annual average common expense

21 liability of all units restricted to residential purposes, exclusive

JI

2371
of optional user fees and any 1insurance premiums paid by the asso-—

24
ciation, may not exceed SIOu, as adjusted under AS d”.ua.B”"O, the

251
planned [COMMON INTEREST] community 1is subject only to AS 34.08.720 -

26 . . .
I 34.08.740 unless the declaration pro”-"des that the entire chapter 1is

27
applicable. [A DECLARANT MAY NOT SUBDIVIDE REAL PROPERTY UNDER SINGLE

281 OWNERSHIP INTO TWO OR MORE COMMON [INTEREST COMMUNITIES TO AVOID THE

291
APPLICATION OF THIS CHAPTER.]

-1- CSSB 470(Jud)
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* Sec. 3. AS 34.08 1is amended by adding a new section to read:

2{ Sec. 34.08.035. PROHIBITED SUBDIVISIONS. A declarant may not
3‘ subdivide real property under single ownership into two or more common
4l interest communities to avoid the application of this chapter.
5“ * Sec. 4. AS 34.08.040 1is amended to read:
ﬂl Sec. 34.08.040. APPLICABILITY TO PREEXISTING COMMON INTEREST
COMMUNITIES. Except as provided in AS 34.08,050, the provisions of
AS 34.08.110, 34.08.120, 34.08.290, 34.08.320(1) - (6) and (11) -
(16), 34.08.420, 34.08.470, 34.08.490, 34.08.510, 34.08.590, 34.08.-
10 670, 34.08.720, 34.08.730, 34.08.740, and 34.08.990, to the extent
ﬂ;! necessary 1in construing any of those sections, apply to all common
]2f interest communities created in the state before January 1, 198 j_
s except that the sections apply only with respect to events and circum—
" stances occurring after January 1, 1986” and do not invalidate exist—
e ing provisions of the declaration, bylaws, or plats or plans of the
0 common interest communities.
! * Sec. 5. AS 34.08 is amended by adding a new section to read:
w: Sec. 34.08.255. AMENDMENT OF A DECLARATION WHERE FEWER THAN 50
19, PERCENT OF UNIT OWNERS APPROVE. (a) ITf a declaration requires owners
20 having more than 50 percent of the votes in the association 1in a
= single class voting structure or unit owners having more than 50
2% percent of the votes 1in more than one class in a voting structure with
23} more than one class to vote in favor of an amendment 1in order to amend
24 a uecxaracion, cne association or a unit owner may petition the supe-
251 rior court for the judicial district in which the common 1interest
261 community 1is Jlocated for an order reducing the percentage of the
20 affirmative votes necessary for the adoption of the amendment. The
281 petition shall describe the efforts that have been made to solicit the
291

approval of the unit owners 1in the association in the manner required

CSSB 470 (Jud) -2-
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by the declaration, the number of affirmative and negative votes
actually received, the number or percentage of affirmative votes
required to adopt the amendment under the declaration, and any other
matter the petitioner considers relevant to the determination of the
court. The petition must 1include as exhibits to the petition a copy
of

(1) the governing documents;

(2) a complete text of the amendments;

(3) a copy of each notice and the solicitation materials
used in the solicitation of the approval of the amendment by the unit
owners;

(4) an explanation of the reason for the amendment;

(5) other documentation relevant to the determination by
the court.

(b) When the petition 1is filed with the superior court, the
court shall set the matter for hearing and 1issue an ex parte order
setting out the manner in which notice shall be given to the unit
owners 1in the association.

(c) The court may, but 1is not required to, grant the petition if
it finds that

(¢)) the petitioner has given not less than 15 days®
notice of the court hearing to

(A) each unit owner 1in the association;

(B) a mortgagee of a mortgage or beneficiary ot a deed
of trust that is entitled to notice under the provisions of the
declaration; and

© the municipality 1in which the common interest
community 1is located if it is entitled to notice undrr the decla—
ration ;

-3- CSSB A70(Jud)
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(2) the balloting on the proposed amendment was conducted
under each of the applicable provisions of the declaration, bylaws,
and rules or regulations of the association;

(3) a reasonable diligent effort was made to permit each
eligible unit owner to vote on the proposed amendment;

(4) in a common interest communiLy with a single class
voting structure, unit owners with more than 50 percent of the votes
voted in favor of the amendment;

(5) in a voting structure with more than one class and
where the declaration requires a majority of more than one class to
vote in favor of the amendment, unit owners having more than 50 per-
cent of the votes 1in each class required by the declaration to vote in
favor of the amendment did /ote in favor of the amendment;

(6) the amendment is reasonable; and

) granting the petition 1is appropriate considering the
circumstances.

(d) If the court makes the Tfindings required 1in (c¢) of this
section, an order 1issued under this section may

(1) confirm the amendment as being validly approved on the
basis of the affirmative votes actually received during the balloting
period; or

(2) dispense with a r auirement relating to quorums or to
the percentage of votes needed for approval of an amendment under the
governing documents.

() A court may not approve an amendment to a declaration under
this section that

(1) would change the provision 1in a declaration requiring
the approval of unit owners having more than 50 percent of the votes

in more than one class to vote in favor of an amendment unless more

CSS3 470 (Jud) -A-
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than 50 percent of the unit owners in each affected class of unit
owners approve the amendment;

(2) would eliminate a special right, preference, or privi—
lege designated 1in the declaration as belonging to the declarant
without the approval of the declarant; or

(3) would 1impair the security interest of a mortgagee of a
mortgage or the beneficiary of a deed of trust without the approval of
the percentage of the mortgagees and beneficiaries specified in the
declaration if the declaration requires the approval of a specified
percentage of the mortgagees and beneficiaries.

(f) An amendment to the declaration approved under this section
is not effective until the order of the court and the amendment have
been recorded in each recording district 1in which a portion of the
common interest community is located. The amendment may be acknowl —
edged by, and the court order and amendment may be recorded by, an
individual designated in the declaration or by the association and, if
no one 1is di signated for that purpose, by the president of the asso-—
ciation. On the recording of the amendment and the court order, the
declaration, as amended under this section, has the same force and
effect as if the amendment were adopted 1in compliance with the decla—
ration.

(@) Within a reasonable time after the recording of the amend-—
ment under (f) of this section, the association shall mail a copy of
che amendment to each unit owner 1in c"ne association together with a
statement that the amendment has been recorded.

Sec. 6. AS 3A.08.260 1is amended by adding new subsections to read:

(m) A declaration that specifies a termination date but that
does not contain a provision for the extension of the termination date
may be extended

-5- CSSB 470 (Jua)
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(1) by the approval of the unit owners having more than 50

2 percent of the votes 1in tht association;
5 (2) by the approval of the unit owners having the percent—
‘ age of votes as specified in the declaration for an amendment to the
declaration; or
® 3) if the approval of wunit owners having more than 50
7r percent of the votes 1iIn the association 1is required to amend the
8! declaration, under AS 34.08.255.
9 (n) An amendment to a declaration under (m) of this section
' becomes effective when 1t has been recorded in each recording district
l? in which a portion of the common interest community 1is located.
2 (o) A single extension of the terms of a declaration made un
& this section may not exceed the initial term of the declaration or 20
4 years, whichever is less. More than one extension of the term may
b occur under this section.
16 * Sec. 7. AS 34.08.470(jJ) 1is amended to read:
1 €)) The association®s lien may be foreclosed under this subsec—
18 ]
tion ;

19

(¢)) in a condominium or planned community, the lien of the
20 association must be foreclosed [AS A MORTGAGE OR DEED OF TRUST ON REAL
4 ESTATE 1S FORECLOSED, OR] as a lien is foreclosed under AS 34.35.005;
22% (2) ina cooperative whose unit owners®™ 1interests 1in the
231 units are real estate, the lien of the association must be foreclosed
24E as a mortgage or deed of trust on real estate is foreclosed or as a
% lien is foreclosed under AS 34.35.005; or
2;1 3) ina cooperative whose unit owners®™ interests in the
27ﬁ units are personal property, the lien of the association must be
Bl foreclosed as a security interest under AS 45.09 [; OR
29

4) IN THE CASE CF FORECLOSURE UNDER AS 34.20 .070, THE

CSSB 470(Jud) -6-
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1
k
1
ASSOCIATION SHALL GIVE REASONABLE NOTICE OF ITS ACTION TO EACH LIEN
2
HOLDER OF A UNIT WHOSE INTEREST WOULD BE AFFECTED].
3
* Sec. 8. A_ 3A.08.590 1is amended by adding a new subsection to read:
4
(@ A unit owner 1in a planned community that was created befo
5
January 1, 1986, 1is not exempt under AS 3A.08.050, and does not col—
6
lect assessments as a planned community and has not formed an asso-—
i
ciation or elected officers or an executive board may comply with ()
8
and (b) of this section by furnishing the purchaser of the unit an
9
affidavit in recordable form
i
10
¢)) stating that assessments are net collected, the last
1
§ date assessments were collected, if known, the amount of the last
12
assessment, if known, and the reason assessments ceased;
13
(2) stating that an association has not been formed or that
14
no officers or executive board exists; and
15
(3) providing the purchaser a copy of
16
4 (A) the recorded declaration, 1if any, and any amend-—
17
ment to the declaration;
18
” (B) bylaws, rules, and regulations of the association,
19 _
if any; and
20"
(C) a brief narrative description of
211
(i) the real estate comprising the planned commu—
22 .
nity; and
23
(i) obligations to pay for real estate f
24
insurance premiums, maintenance, and 1improvements of the
L real estate described in the declaration.
26
* Sec, 9. In a condominium or cooperative created after January 1,
21
1986, and before the effective date of this Act, the provisions of
28
AS 3A.08.0A0 apply to events and occurrences concerning the condominium or
29

cooperative occurring alter the effective date of this Act.

-7- CSSB A70(Jud)
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* Sec. 10. AS 3A.08.020 1is repealed.

CSS3 A70(Jud) _s-



