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B 437: "An Act relating to the practice of dentur.ty.

This legislation provides for the licensing of denturists.

Sections 1t 8, and 9 of this bill “mend the Insurance Code to reflect the
licensing of denturists. The sections impacted are primarily designed to
prevent unfair discrimination against specified health care providers
which, with this b ill, would include denturists. We have no objection to
this legislation.

jry, commissioner
Department of Commerce & Economic
Development

110262K
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B 437: An Act relating to the practice of denturitry.

The b ill specifies criteria for licensure and charges the department with the
responsibility to administer the licensing function.

The Department of Commerce and Economic Development, Division of Occupational

Licensing is opposed to this bill. The department feels the bill is premature
and the department is opposed to accepting responsibility for licensing a
health profession without a board. |If the bill were to be enacted, we would

recommend that the licensing of denturists and denturitry interns be the
responsibility of the Board of Dental Examiners, with the staff support of the
Division of Occupational Licensing. Attached are technical amendments which
would make the language of the bill conform to that of current licensing
statutes.

Discussions »ith dentists, one of who is a member of the Board of Dental

Examiners, indicate that licensing of denturists might not h the best

interest of the public as the bill is written. Information >e ed indicates
that the practice of denturitry requires minimal education in m « aspects of
the provision of dental care. For example, denturitry progra' not provide

training in biological and physiological aspects of patient care, including
life saving devices and techniques. Therefore, according to the dentists, a
denturist may be proficient in the making of dentures; however, if dentures
are prepared without taking into consideration the results of a dental
examination patient care could be at a sub-standard level and could result in
oral cancer, jaw problems and other complications.

The services of denturitry may appeal to the general public as a cost-savings
measure. However, the public is unlikely to be aware of the differing
standard of dental care being provided by denturists as opposed to dentists.
One means for overcoming these objections and potential public protection
problems would be to require a complete dental examination by a dentist prior
to providing denturitry services. This has been suggested to the Division by
members of the dental community.

Information received from an out-of-state denturist in support of licensing
legislation stated that at the present time there are no practicing denturists
in the State of Alaska. However, passage of licensing legislation would
attract interest of at least two out-of-state practitioners. Because of the
small number of practitioners involved, costs to administer the licensing are
low, although a denturitry examination would need to be developed or
procured. However, the absence of public demand for licensing of this
occupation indicates that government regulation is not required at this time.

Director 465-2534
Division Pccup”t”~tj” Licensing
Date:

Loren H. Lounsbury, Commissio
Department of Commerce and
Economic Development

Date: j/*1j frfo

JS/cw3072c
42886b



PROPOSED AMENDMENTS TO SB 437
An Act relating to the practice of denturitry.

Throughout the b ill, the terms certificate, license and registration are used
interchangeably. To be consistent with the intent of the legislation in
establishing licensure, and given that each individual term is a separate
method of regulation, the terms licensing or licensure should be used.

Page 3, line 27: Delete "certificate of registration” and insert "License"

Page 4, lines 5 and 6: Delete "or will have graduated by the date of the
examination". Arrangements for examinations must be made in advance to order
the exams, arrange for exam sites and public notice the examinations. It is
administratively difficult to verify graduation credentials at the last minute
and particularly on the day of the examination.

Page 5, line 17: Delete"and a certificate of registration”

Page 5, line 18: Add "...applicant who meets the requirements of
08.87.020(a)(3) and pays..."

Page 5, line 19: Delete "and certificate"

Page 5,lines 27 and 28: Delete "certificate of registration” and insert
"license".

Page 5 line 29: Delete "licensee's registration certificate” and insert
"license".

Page 6, lines 1 - 7: Amend to read:

"occupational licensing shall mail a form for renewal [OF THE
CERTIFICATE] to each licensed denturist. Failure to receive the
renewal [REGISTRATION] form does not exempt a licensee from renewing
the license [CERTIFICATE].

(b) A licensee who practices in an established office with an address
other than the address shown on the license [FOR WHICH THE LICENSEE'S
REGISTRATION CERTIFICATE IS ISSUEDJ shall obtain a branch office
registration [CERTIFICATE] for each office.

Page 6, lines 8-11: Amend to read:

(c) The department mey not renew a branch office registration
[CERTIFICATE] and shall revoke the license of a denturist who fails to
renew the registration and license prior to the expiration date [APPLY
FOR RENEWAL OF CERTIFICATION WITHIN ONE YEAR OF EXPIRATION].



STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE
Revision Date:
REQUEST FISCAL DETAIL
Rill/Rpsnintinn Mo.: SB W Anpnpy Affpptari- gjjjgge 8 economic Uevelopmeilt
Title: Relating to the practice of BRU: insurance
denturity"
Sponsor: Kerttula Components: Public Protection

Requester:
Date of Request:

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 -0- -U- -U- -U- -0- -0-
CAPITAL 0- 20- -0- -0- -0- -0-
REVENUE -0- -0- -0- -0- -0- -0-
FUNDING: (Thousands of dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL -0- -0- -0- -0- -0- m-0-
POSITIONS:

FULLTIME -0- -0- -0- -u- -u- -u-
PARTTIME

TEMPORARY
ANALYSIS: Attach a separate page if necessary.

Prepared by: John L. George, Direct Phone: 465-2515
Division: Division of insurance Date; March 19, 1986

Date. March 19, 1986

Approved by Commissioner: . . .
nonQy; Commerce and Economic uevelopi..afit

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page _LOf _L 10/25/85



ARTHUR R.RORAFF, U.D.S.. M.S.
DIPLOMATE, AMERICAN BOARD OF PROSTHODONTICS
FELLOW. AMERICAN COLLEGE OF PROSTHODONTISTS

fcPR 3 085

March 25, 1986

Senator Fred Zharoff:

Senate Labor and Commerce Committee
Room 121 Capitol

Juneau, Alaska 99811

RE: Senate Eill #437, "An Act relating to the practice of denturity"

Dear Senator Zharoff:

I believe this bill will cause irreversible harm to the health of many Alaskans. Some of
this harm will occur over a period of years, caused by people with insufficient knowledge
and skill to evaluate, plan, and provide an adequate health care service.

As the only Diplomate of the American Board of Prosthodontics in private practice in
Alaska, a specialist in denture services for lver 25 years, and a dentist for over 30
years, | am strongly opposed to this bill for the followi-"g reasons:

1. Excellent denture service is already beino provided by an abundance of available,
fully qualified, well-trained, licensed dentists practicing in Alaska.

2. Senior citizens requiring denture services almost always present complicating
geriatric problems which necessitate special care and treatment.

In conjunction with my position as an Associate Director, Dental Proarams, at
Anchorage Community College, it is my privilege to examine patients who request
care through Mabel T. Caverly Senior Citizen Center. | estimate about 80% of
these patients require prosthodontic care; most of this prosthodontic care is so
difficult and complicated it would challenge advanced graduate students in
leading dental .alleges. Much of this required care that 1 observe needs to be
accomplished in a team with other specialists, including physicians, and all other
dental specialists. Many require corrective surgery for problems caused by old
dentures. These patients have special problems which cannot be treated by
laboratoy technicians, or anyone with minimal training. Incidently, my time for
these services at A.--:horage Community College is being provided free.

3. The courses to provide denture service taken by dentists during dental school a. e the
mimumum considered necessary.

The long dental school curriculum is designed to provide sufficient education so a
doctor can safely and reliably treat routine patients. This curriculum not only
includes many intense pre-dental school basic science requirements, but also two
years of preclinical physiologic sciences in dental school, many times in the same
classes with medical students. And only then, with this understanding and
knowledge, do dental students begin treating patients under supervision.

2550 SPENARD ROAD. SUITE 206 ANCHORAGE, ALASKA 09503
TELEPHONES: OFFICE: (907) 272-4143  HOME: (907) 345-6905



ARTHUR R.RORAFF. D.D.S.. M.S.
DIPLOMATS. AMERTCAN BOARD OF PROSTHODONTICS
FELLOW. AMERICAN COLLEGE OF PROSTHODONTISTS

4. The clinical care of prosthodontic patients is -far different and exceedingly more
complex than the laboratory procedures; the relatively routine laboratory phase of
denture construction must not be confused with the far more complex clinical phases.
t
Each prosthodontic patient has a great variation in individual problems, and there
are many scientific methods and concepts from which the dentist selects to
address them. Not only must this evaluation and treatment plan be accomplished,
but each step of troa\ment must be precisely executed with skill, care, and
judgment. Even dental specialists, with ten or more years of college education,
realize this on a daily basis. People who believe that complete dentures are
constructed by making a simple impression, then forwarding it to a laboratory for
the remaining procedures of construction, have not been told the truth. Anyone
attempting to convey the concept that a laboratory technician, or "denturist,” is
adequately trained to provide clinical prosthodontic care is guilty of a cruel hoax.

5. My experience in clinical prosthodontics strongly indicates that we do not need more
providers with even less experience than dentists, but more dentists with more

advanced training and experience.

The passage of this bill would be a big step backwards in this age of rapid
scientific and high-tech progress. It would not uptdate anything, but rather
eliminate the requirement to utilize basic medical knowledge.

s . Certified Dental Technicians, and other dental laboratory technicians, have for years
provided an excellent service to all Alaskans through and under the authorizations of

licensed dentists.

Nearly all dental laboratory technicians serve dental health very conscientiously,
but recognize they are not qualified to safely and competently treat patients.
The laboratory technician works with a knowledge of dental materials, laboratory
instruments, and artistic concepts in support of a prescription and authorization
of a dentist.

The American Dental Association approves of the program of education,
experience, and testing neo. ssary to become a Certified Dental Technician.
However, these technicians are not qualified to evaluate, diagnose, treat, or
directly provide care for patients. In general, this group opposes "denturism."
Actually, anyone can become a non-certified dental laboratory technician without
any course, training, or license at all. Not even a high school diploma is required!

7. "Denturist,” "denturism,” and "denturity" are words fabricated by a small group of
dental laboratory technicians without a dental degree or license, who desire to
independently and directly treat patients without the supervision of established laws,
or proven professional dental standards.

Some "denturists" have gained trial-and-error, on-the-job training somewhere,
sometimes by illegally practicing dentistry. This is an obsolete professional
education system similar to the preceptorships utilized a hundred or more years
ago to train dentists. Ccurses that some "denturists" profess to have taken are
short, elementary, and academically inferior to nursing school programs.

2060 SPENARD ROAD. SUITE206 ANCHORAGE. ALASKA 00503
TELEPHONES: OFFICE: (007) 272-4143  HOME: (007) 345-6005



ARTHUR R.RORAFF.D.D.S., M.S.
DIPLOMATE. AMERICAN BOARD OP PROSTHODONTICS
FELLOW. AMERICAN COLLEGE OF PROSTHODONTISTS

8 - Neither the American Dental Association, nor any of it's affiliated societies,
recognize, approve, examine, or accredit any "denturist" organization, group, school, or

individual.

No one 1is "board certified by the American Dental Association" because the
Association does not issue any such certificates.

The American Academy of Denturity k& of questionable credentials because | have
yet to find anyone who has heard of it

Any schools of "denturity,"” if any exist, are of questionable nature because there
is no one to examine their credentials, or certify their programs.

9. "Denturity" and "denturism" are being promoted purely under the innuendo and mirage
of economic advantage for the people of Alaska.

Consumer and access-advocacy groups sometimes comment "We can"t afford
dentists because they charge so much.” Most likely this attitude occurs because
many patients are not aware of the complexities of modern dental care, not aware
of what happens "behind the scenes,” and not aware of the great overhead
expense. The fact is that anyone providing prosthodontic services will have the
same overhead utilities, rent, salaries, supplies, etc. which consume the
major portion of a gross income. Therefore, it is not likely that consumer cost
can be any different under "denturism,” unless the proponents of this bill
advocate either providing substandard care, or donating services with minimal net

income.

Despite denture service fees that are considered high by many lay people, there
are numerous general dentists, even with all their excellent education, who
prefer not to treat edentulous patients in their practices. This is soley because
the challenges and complexities of complete denture care and treatment
frequently make it financially unrewarding, or at least unpredictable. With that
as a fact, it makes no sense whatsoever to delegate denture treatment problems
to a person with pathetically little education in patient health care.

10. A removable partial denture can rarely be properly designed and constructed without
altering the shape of soft tissue or tooth structure.

"Denturists" must not and cannot alter or cut teeth or soft tissue. Therefore, it
can only be concluded "denturists" intend to routinely provide removable partial
dentures which are inadequately designed and prepared.

The above views are my own opinions, gained from experience in the practice of
prosthdontics. | believe they are essentially correct information, and serve as a guide
to help retain good dental and general health for Alaskans.

Thank you.

Sincerely,

2SS0 SPENARD ROAD. SUITE206 ANCHORAGE. ALASKA 00503
TELEPHONES: OFFICE: <007) 272-4143  HOME: (007) 345-6005
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SUBJECT: SB 437 - DENTURISM

I WISH TO EMPHATICALLY PROTEST THE PASSAGE OF SB 437 WHICH DEALS
WITH DENTURIST LICENSING., EVEN THOUGH I, AS A MEMBER OF THE
DENTAL COMMUNITY, AM AN ORAL SURGEON AND DO NOT MAKE DENTURES, 1
FEEL THAT TO PERMIT POORLY TRAINED LABORATORY TECHNICIANS WOULD
BE VERY HARMFUL TO THE POPULATION AS A WHOLE*
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STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE
Revision Date:
REQUEST FISCAL DETAIL
BillResolution No.. SR 44? AgencyAffected: Tnmmprrp ft Frnn. Dpv.
Title: "An .Act-relating..tn . . - BRU:-----=mmmmmmmmeeee Insur ance
_ ~ine insurance
opui.dor:-—----mmmmmmmmme Senator E-1-i.ason-------- Components:-------- Operations

Requester:--------------- Senator Zharof-f
Date of Request: 3/6/86

EXPENDITURES | REVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY o1

PERSONAL SERVICES

TRAVEL 4.0 0.0 0.0 0.0 0.0
CONTRACTUAL 100.0 0.0 0.0 0.0 0.0
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 'TO4.0 0.0 0.0 0.0 0.0
CAPITAL 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of dollars)

GENERAL FUND 104.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS

OTHER

TOTAL 104.0 0.0 0.0 0.0 = u.o
POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0
PARTTIME

TEMPORARY

ANALYSIS: Attach a separate page if necessary.

The role of the division in this marine insurance "creation"” bill is to advise,
verify and act as a clearinghouse; coordinating agency for those charting reciprocal
insurance companies. Professional services contracts to insurance service providers

and specialist-attorneys will be essential to establish these reciprocals properly
Prepared by: Paul Troeh, Deputy Director Phone: 465-2515 "
Division: In surance Date: ~77/8fe

Date: 3/7/86

Approved by Commissioner: )
Agency: Commerce and Economi”®/I"elopment

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page

3649W23786a



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. B 442

and legally. Estimated service company fees of $50,000 and attorney fees of
$50,000 are minimum figures. Four thousand travel expense would be utilized by
the division director and financial examiner to attend the division-sponsored
organizational meetings envisioned as necessary to bring the reciprocals into
existence, and educate the clientele. These meetings would be nearly identical
to the two meetings in 1985 sponsored and fostered by this division which were
attended by legislators (and staff), financiers, brokers, agents, fishing
industry organizations, marine surveyors, marine safety experts, adjusters and
attorneys. Creation of these reciprocals will, in turn, create an even greater
need for these meetings.

pace 3 ot _

3649133786a



STATE OF ALASKA

OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTVENT DMVSON BILL NUVBER SPONSOR
Commerce & Econ. Dev. Insurance SB 442 Senator Eliason
department position
In favor (with funding)
PREPARED BY DATE DAEi 7
Paul Troeh, Deputy Director ONSSIANT gyYW2
SUMMARY
OTHER AGENCIES AFFECTED BY BILL (%(&FHHE\ITGQG.P(S)AHECTEJBYBILL
(Business Loan, Accounting and Collections) Fishing Industry
CRGANIZATIONAL SUPPORT FOR BILL CRGANIZATIONAL GPPOSITION TO BILL
Commercial Fishing Industry None known
Financial Institutions
ASCAL INPACT: C1NONE 1 ASCALNOTEATTACHD
BAG(G?&I\D/LEGSLAHVEII\HE\IT

Hull and P&l insurance for commercial fishing boats has increased many fold in cost and is
simply not available from time to time. This bill facilitates formation of reciprocal
marine insurance companies which "pool" risks, and are a proven form of dealing with this

crisis.
ANALYSIS OF BILUPROGRAM EFFECTS
Section 1: Financial and technical assistance for formation of reciprocals;
Section 2: Takes marine reciprocals out of worker's comp, pools;
Section 3: House cleaning changes to Section 4;
Section 4: Types of marine in reciprocals by reg.;
Section 5: Surplus set by reg. on marine recip.;
Section 6: (d) financial and technical assistance, (e)(1) documents, (2) reinsurance, (3)

subscriber rules and mgmt., (4) financing expenses, (5) assists in managing;
Section 7: May issue nonassessable policies;

Section 8: Marine reciprocals out of Guaranty Act;

Section 9: Clean up of Guarantee Act language.

AVENDVENTS PROPOSED

None.

3649W3786a PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.
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Introduced: 2/18/86 .
Referred: Labor and Comrae -3y
and Resources

IN THE SENATE BY ELIASON
SENATE BILL NO. 442
IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Actrelating to reciprocal insurers that provide
marine insurance; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*Section 1. FINDINGS. A crisis exists in the marine insurance market
that is seriously affecting persons who fish commercially in the state.
The development of insurance reciprocals to provide marine insurance would
help alleviate this crisis. Persons who fish commercially in the state are
generally unable to bear the cost of developing reciprocal insurers to
provide marine insurance, particularly in light of the depressed condition
of certain segments of the fishing industry. The Department of Commerce
and Economic Development should provide financial and technical assistance
to persons who wish to form reciprocal insurers to provide marine insur-
ance.

* Sec. 2. AS 21.39.155(a) 1is amended to read:

(a) The director may require carriers, except a reciprocal
insurer formed by and insuring only a group of municipalities or
nonprofit public utilities under AS 21.75 or a reciprocal insurer
formed under AS 21.75 to provide marine insurance, as a condition of
writing a line of insurance dealing with workers” compensation, to
participate in an assigned risk pool if the director finds that manda-
tory carrier participation is in the public interest.

* Sec. 3. AS 21.75.020(a) 1is amended to read:

(a) Except as provided in (c) of this section, a [A] reciprocal

1- SB 442



insurer may, upon qualifying as provided for by this title, transact
any kind or kinds of insurance defined by this title, other than life
or title insurances.

Sec. 4. AS 21.75.020 is amended by adding a new subsection to read:

(c) The director shall establish by regulation the type of
marine 1insurance that a reciprocal insurer may provide.

Sec. 5. AS 21.75.050 1is amended by adding a new subsection to read:

(e) Notwithstanding (a) - (c) of this section, the director
shall establish by regulation the level of surplus to be maintained by
a reciprocal insurer providing marine insurance.

Sec. 6. AS 21.75.060 1is amended by adding new subsections to read:

(d) The director may provide financial and technical assistance
to persons who wish to establish a reciprocal insurer to provide
marine insurance under this chapter.

(e) The areas the director may assist the person with under (d)
of this section include

(¢H) preparing the documentation necessary to form the
reciprocal insurer;

(2) obtaining reinsurers for the reciprocal insurer;

(3) preparing subscriber rules and management procedures
for the reciprocal insurer;

%) financing the formation expenses of thereciprocal
insurer;

(5) managing the reciprocal®insurer.
Sec. 7. AS 21.75.230 is amended by adding a new subsection to read:

(d) Notwithstanding (a) - (¢) of this section, a reciprocal
insurer that provides marine insurance may 1issue policies that are

nonassessable.

* Sec. 8. AS 21.80.180(5) is amended to read:
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*

(5) "insolvent insurer”™ means an insurer

(A) authorized to transact insurance 1in this state,
except an assessable reciprocal insurer formed by and insuring
only municipalities or nonprofit public utilities, a reciprocal
insurer formed under AS 21.75 to provide marine insurance, the
Medical Indemnity Corporation of Alaska, and the He 1th Care
Providers Joint Underwriting Association established under
AS 21.88, either at the time the policy was 1issued or when the
insured event occurred, and

(B) determined to be insolvent by a court of competent
jurisdiction;

Sec. 9. AS 21.80.180(6) 1is amended to read:

(6) "member 1insurer" means a person, except an assessable
reciprocal insurer formed by and insuring only municipalities or
nonprofit public utilities, a reciprocal insurer formed under AS 21.75
to provide marine insurance, the Medical Indemnity Corporation of
Alaska, and the Health Care Providers Joint Underwriting Association
established under AS 21.88, who

(A) writes [ANY KIND OF] insurance to which this
chapter applies under AS 21.80.020 including the exchange of
reciprocal or interinsurance contracts, and

(B) is licensed to transact insurance in the [THIS]
state;

Sec. 10. This Act takes effect immediately 1in accordance with AS 01.-

10.070(c).

-3- SB h42



7hvtt6, TArdci™ic Qid4&e/Ued& rftevcidfitot™t “lInc.

HEADQUARTERS:
BOX 796 < HOMER ALASKA 99603

March 6, 1986

"WAR f 2

Senator Fred Zharoff
Alaska State Legislature

Pouch V
Juneau, AK 99811

Dear Fred:

First, 1| want to thank you for having Bill Hall
come to our annual meeting and explain the reasons
behind S.B. 442.

Our association strongly supports passage of this
bill, along with a fiscal note to facilitate the
Director of Insurance"s Office in doing the

necessary research to define the regulations needed.
As you know, the availability of re-insurance through
London is one of the keys to any successful group
pool effort.

Again, we appreciate your interest and support on this
matter.

Sincerely,

UV__M' .g °
Phil McCrudden



THIS MEASURE FACILITATES THE FORMATION OF MARINE INSURANCE

"POOLS", AND ALLOWS THE DIRECTOR OF THE DIVISION OF INSURANCE
AUTHORITY TO ESTABLISH SUCH POOLS. THE DIVISION OF INSURANCE
WILL ESTABLISH SURPLUS REQUIREMENTS THRU REGULATION, AND MAY
PROVIDE TECHNICAL ASSISTANCE TO GROUPS WISHING TO PARTICIPATE

IN MARINE RECIPROCALS.

THE LEGISLATION WAS DEVELOPED HROM RECOMMENDATIONS MADE BY THE
SENATE ADVISORY COMMITTEE DURING A RESEARCH PROJECT ON MARINE
INSURANCE AVAILABILITY, AND HAS THE SUPPORT 01 FISHERMAN’ S

GROUPS AS WELL AS THE DIVISION OF INSURANCE. I URGE FAVORABLE

CONSIDERATION OF THIS MEASURE.



CHAIRMAN®"S INFORMATION: SB 442

1 BILL TITLE: "An act relating to reciprocal 1insurers that
provide marine insurance; and providing for
an effective date."”

a) Introduced: By Sen Eliason
b) Co-sponsors:

2) INTENT: This measure TfTacilitates the formation of marine
reciprocal insurance "pools™, and allows the
director of the Division of Insurance authority
to establish such pools. The Division of
Insurance will establish surplus requirements
thru regulation, and may provide technical and
financial assistance to groups wishing to
participate marine reciprocals.

FISCAL NOTE: 104.0

3) ADDITIONAL REFERRALS: Finance, Rules

4) PUBLIC HEARINGS:
a) Sponsor:
b) Public Witnesses:
5) BILL ACTION:
a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CS adoption?
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Official Business

SB 442:

Section

Section

Section

Section

Section

Section

Section

Section

Section

Section

jilale legislature

Senate

Cjmmittee on £abor & Commerce Pouch V

State Capitol
Juneau, Alaska 99811

Sectional Analysis:

D

2)

3)

4)

5)

)

8)

9

10)

FINDINGS section describes the current situation
in the marine insurance market, and speaks to the
development of insurance reciprocals to help
alleviate the effects of this crisis. Also
requests DCED to provide technical and financial
assistance to persons wishing to form such
reciprocals.

Exempts reciprocal marine insurance groups fronm
the workers comp assigned risk pool which may be
mandated by the Div of Insurance.

specifies the insuring powers of reciprocals, but
limits the powers of marine insurance reciprocals.

Director to establish, thru regulation, the type
of marine insurance a reciprocal may provide.

Director to establish the surplus requirements
of marine reciprocals insurers.

Director may provide technical and financial
assistance for the establishment of marine
insurance reciprocals.

Director may assist with the necessary
documentation, obtaining reinsurance, preparing
rules and management procedures, financing the
formation expenses, and management of reciprocals.

Policies of a marine insurance reciprocal are non
assessable.

exempts marine insurance reciprocals from the
provisions of the Guarantee Act

further clarification of reciprocals exemption
from the Guarantee Act

Immediate effective date.

SECTIONAL ANALYSIS



far Clark Miller

A N Impressive array of inform-
ation was presented at last month's
1984 Fishing Industry Health and
Safety Conference. For two days
the experts told fishermen the
causes, economics and preventives
for everything from drug abuse and
lower back pain to fires and insta-
bility. But when the dust had set-
tled. it was clear that safety inform-
ation bad been of secondary impor-
tance. What had really taken place

was a summit conference in re-
sponse to the insurance crisis.
Vessel owners, naval architects,

government officials and insurance
executives met together December
12-13 at Seattle's Westin Hotel.
They faced two questions: Who is
responsible and what role can regu-
lation play in a solution? Each
group stated its case, questioned
the other three and declared what
it wanted from them. The value of
the conference lay not in what it
settled—it settled nothing—but in
what it stirred up.

Certain moments stand out as
representative of what took place.
When panelist Anthony V. Raia, a
San Francisco insurance executive,
was asked by a marine engineer
why the insurance industry won't
set design standards for the ves-
sels it insures, Raia said it was be-
cause insurance men don't know
anything about boat design. (Raia
seemed an ironically appropriate
choice for the panel; he himself has
never insured a fishing boat—he
said he can't figure out how tu
make a profit doing so.)

The insurance industry must rely
on marine architects to evaluate
vessels, said naval architect Jona-
than Parrott. The problem is that
no one evaluates the architects.
Vessel surveys vary widely, and
often the bad news costs more.

This was illustrated by naval
architect George Nickum. He
recalled that when his office used
to survey tuna boats, one in four
was found unsafe. Approval, for
Instance, might hinge on removing
one or two tanks. Instead of fol-
lowing the advice, the owner would
go south for a new survey und a
new insurance company.

And so, as the day wore on, the
big red ball —responsibility —
bounced around the ballroom, from
fishermen to architects to insurance
men to the Coast Guard and back to
fishermen. Somehow it always
bounced back to the fishermen, to
their chagrin and fury. Bart Eaton,
captain of the F/v Amatuli, won-
dered who is responsible when the
Alaska Department of Fish and
Game sends boats out of Dutch

Dr. Dennis Nixon is Chaimman of the

Alada F_srermena JOURNAL , Jaruary 1965

ijersity of Rhode Island's

graduate Marine Affairs program

Safety Conference
Pinpoints Problems

Solutions more

Harbor in 80 mph winds for a 24-
hour opening? Only the fisherman?
And the big bl»e ball—regulation
—bounced along behind the red
one. No one noticed it at first, since
an axiom of most discussion of the
insuranco crisis is that "burden-
some regulations” must be avoided.
And yet fishermen and others were
soon heard requesting certification
of skippers, mandatory training of
crews, regulation of the marine
insurance industry, legislative
changes in the legal status of fish-
ermen, and insurance industry
regulations on vessel design.

level for fishermen is extra-

elusive

I t. Dennis Nixon set the stage.
Chi irman of the University of
Rh tde Island's graduato program of
marine affairs, he is author_ of A
Commercial Fisherman's Guice to
Marine Insurance and Law. Ad-
dressing) the first day's luncheon,
he suggested that the root of the
insurancd crisis is twofold: a terri-
ble safety record for which the
fisliing industry must take respon-
sibility, even though it has been
forced to take chances by many out-
siop forces; and a legal system that
let 'es vessel owners unjustly vul-
ne (able to liability.

Dave Campbell of the Seattle
fte Department observed that
f hermen usually respond to a
fe by preparing to abandon
slip, rather than fighting the
fre. Given the technology and

Regarding safety, Nixon said 44
of 242 vessels lost in 1983 were in
Alaska, and that 96% were the
result of human error. The pi'rasure
factors? Hasty conversions, abort
seasons, large mortgages and lousy
fishing. Two other less obvious fac-
tors include the concept of "agreed
value" of the vessel, which Nixon
said has been handled too casually
between owners and surveyors (Is a
vessel worth what it cost to build,
or what It will cow bring on the
market?)

The other factor ia the insurance
industry’s traditional indifference
to marine safety standards. Since
marine insurance ia unregulated,
any company that tries to set such
standards risks being buried by the
competition. So the insurance
industry haa treated all fishermen
as equal risks. After all, as Raia
pointed out, marine insurance
accounts for only 1% of the prem-
iums paid in the UJS. "It’s not a
-srious matter for us,” he said.

Regarding the legal system,
Nixon flatly stated that the combi-
nation of the Jones Act and the
unseaworthiness remedy has made
jt impossible to defend a personal
injury case. The Jones Act allows a
seaman to sue his employer for
compensatory damages if ho can
prove negligence, includ |ng negll-
gence of ot?ler Creurmembers. The
doctrine of unseaworthiness
enables an injured seaman to re-
cover against the vessel i his
injury was caused by an unsea-
worthy condition of the vessel, its
equipment or crew, Whether or not

condition Wes caused by the
negligence of the owner.

Nixon sees bringing fishermen
under workman's compensation
laws as the answer. Meenwhile, he
thinks the crisis can be alleviated
by more insurance pools; higher
deductibles and lower agTeed value;
increased vigilance by owners in
picking brokers (ask to see their
‘errors and omissions" policy) and
insurance companies; a new interest
in safety by the insurance industry;
and a new attitude among insur-
ance companies of suspicion toward
every claim.

During the ensuing panel dis-
cussion, Raia said his company had
taken in $16 million in premiums
for hull insurance, while paying out
$34 million. He said the mathema-
tics are simple; The West Coast
fleet is worth $1 billion, losses are
$40 million a year, so the insurance
industry needs a minimum of 4% a
year to break even. Ho said the
only offer to interest hin- lately
comes from au owner with a wholly-
owned fleet; the owner has offered
to insure 16% himself, and wants
only total loss insurance.

slides to show how the physical
tasks in fishing attack tne back
and how to get relief.

When introducing the con-
ference—what be called a "three-
ring circus” of safety subjects—
moderator John Ssbella, aeio-
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* seattle attorney Doug Fryer su'd
owners uitd to consider an acci-
dent the broker®s problem, but not

anymore. The amart owner probea
tbs (ioancial health of the com*.
*panics behind the broker. Fryer

had two pieces of adviee: Make sure
your broker is aware of the full ex-

tent of your operation. Pay the
maintenance aod cure for an
Injured seaman on time, up front,

regardless of circumstances.
- More advice came from San Fran-
deco broker Boyd Crosby: Request
the names of your broker®s com*
nies, make sure they aro rated by
Safe Aggregates and AW MH ;
an industry rating U.S.-
based companies only), and get an
annua) report. Spread your risk by
ing the amount Insured By anr
one company to S-10tt. An insol-
rent ke
eraft that doesn®t If it
fails, you®re leit holding the bag.
Washington state dcputy
ance commissioner Bob Higley pre-
dieted thst many marine insurance
companies w soon go under. He
said they got rid of their “true
underwriters> a few years
high Interest rates made it
smart to insure anyone with cash.
The insurers could invest and reap
rich rewards despite the inevitable
claims. Now that rates are down, it
laonee again a matter of measuring
gley warned
on against

source

insurance company ia
inflate.

inaur—

sgo,
when

risk. Furthermore.
that there is no protec
illegitimate companies in an
regulated industry. He feels it
time to setminimum standards.
Seattle attorney Paul Poliak and
Rod Moore of Representative Don
Young"s staff both shots at
Nixon*s proposal to get fishermen
nod'? some sort of federal
qa*<<tlon law. Poliak favors Ilcens-

un-

com-

and training for masters and
erew, as done by many other coun-
inprove safety,

tries. in order to

but fears that vessel regulations

would cbsnge the nature of the
business, forcing out the small
operator. Fryer added that the

Coast Guard does not want more
work anyway— its budget is shrink-

ing.
At the end of the day two
Impressions lingered. First, fisher—

men need to buy insurance much
worse than insurers need to sell it
second, fishermen would like the
Insurance industry to impose safe-
ty standards, but the insurers have
no Interest indoing so- they see no
way todo so successfully.

The second day. the stresses
boiled over between fishermen and
another group of professionals - the
architects. (Best one-liner of
the conference, told after a Coast
Guard safety expert had reported

naval

on recent testing of garment
ensembles in rough seas: “Nest
time," said the flshrrman. “teat the

buoyancy of naval architects in
rough saas."l

The morning panel on stability
got off to a lively start when mod-
erator Bruce Adee. head of the
University of Washington's Fishing
safety Center, apologised
g failed to locate a fisher-
g to be on the panel. Tom
casey, a fisherman who now repre-
sents Wesmar Marine Electronics,
manufacturer of the SC-14 stability
computer, shot to his feet, declared
that ha had been denied a place on

Vessel

the panel, and then asked why
naval architects as a whole, hive
failed to eliminate capsiaings.
(Later, another fisherman. Barry
Fisher, stated that he and other
fishermen had also been turned
down. 1

Adee asked Nickum. who played
a role in the creation of the widely
used International Maritime Organ-

isation (1M0) stability guidelines, to

Vtrtually every manufacturer of safety and survival equipment um repre-

sented at the J984 Fishing Industry Health and Safety Conference.

explain

Nickum said that until 19fl0, when

d r

how

they came about. the

in k

Inpetua began for new stan-
dard!,, tho “wind heel method"

. fFr e sh

Part

been used by the Coast Guard to
prove intact stability of passenger
vessels (the angle of heel could not
etee.d 14* or 1/2 of freeboard in a
00 knot broadside windL

Then a Finn named Rahols, work-
ing on his doctoral thesis, tracked
down data on ten eapsited Baltic
coaster* (all allegedly sunk with-out
operator errorl and compared
the data with that or successful
Baltic coasters. He deduced several
parameters for stability, including
that the righting arm could not be
less than eight inehes and that the
maximum righting energy should
occur at not less thao 30*.

Nickum was part of the interna-
tional effort to substantiate the
“Rahola Principle.” AlIl the coun-
involved except the U.S. had
For

tries
data available on their fleets.
three years, eighty vessels were
studied, the lion's share of the tabu-
lating being done by hundreds of
Russian graduate students at the
University of Kaliningrad. (Nickum

had  said the Russion education system

Wa ter
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Pigs 10
Includes many naval engineering
departments, any one of which

turns out more naval architects and
engineers in a year than does our
whole country.)

Thus was born the IMO stan-
dards. Nickum knows of only one
vessel that capsized after passing
them. Adee knows of none. "Most

were grossly under,” he said.
Nickum hastened to add that
stability is not enough for true

safety. He faulted naval architects
for designing vessels that don't
have water-tight houses and yet are
documented as sound. The threat of
downflooding can negate perfect
stability.

The problem with IMO standards
is that they are designed for large
vessels, 79 feet or more. Adee said
smaller boats need to have even
higher parameters, as well as
better operators.

Regarding the "constant trim
method,” a substitute stability
guide, Nickum said it is no good for
broad stern vessels.

As for the new generation of
large, multi-tanked vessels, Adee
said the complex assortment of
tanking conditions makes applying
any stability standards difficult.

Nickum said he would like to see
strict application of IMO standards
to all conversions and new boats,
and strict concurrence with all con-
ditions by the operators. He has
participated twice in failed efforts
to get underwriters to set up a
small central agency to review the
work of naval architects.

Parrott urged the adoption of n
uniform standard for the liability

, saying that currently there is
a wide range of response to any
given vessel.

Naval architect Jacob Fisker-
Anderson stated flatly that he has
never seen a conversion that im-
proved stability—always the
reverse.

Someone asked if a stability com-
puter was the solution, but the
panel seemed inclined to avoid the
question until Casey said Adee only
gets cold water when he drinks it,
while fishermen are drowning in it.
Parrott quipped, “Spoken like a
true salesman,” and then the panel
voiced its concerns about the
Wesmar SC44 stability computer.

Fisker-Anderson said the SC44
measures GM, the distance
between the center of gravity and
the metaccntric point (the point
where buoyancy meets the vessels
center line). The higher the GM, the
more stability and less comfort. But
GM must be seen in context—the
more freeboard you have, the less

IN THE GULF OF ALASKA
IN KODIAK-ITS. ..

0 KRAFT
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Fishing Vessels Losses (5 gross tons or larger)
in Coast Guard Districts 13 and 17.

Vessel Name Length Nature Cauie Injuries Death*
Wildwood 29 Accide :tal Grounding Failed to keap proper lookout 0 0
Kingfish 32 Foun'ljring (Sinking) Adverse Current/Sea
Condition 2 0
Mia Dawn 48 Grounding, Inti w/ Damage-
Hazard Adverse weather 0 0
Sea Vamp 56 Matl Failure—Hull, Structural Unknown 0 0
Proud Mary 54 Foundering (Sinking) Unknown 1 0
Bonita M 34 Fire, Vessel Structure Not elsewhere classified 0 0
Stingray 47 Foundering (Sinking) Failed materials, structural 0 0
Two Brothers 58 Foundering (Sinking) Failed materials, other 0 0
Kvichak 32 Foundering (Sinking) Adverse current/Sea
Condition 0 0
Lady Card 30 Fire, Not elsewhere classified Unknown 0 0
JLT 59 Fire, Not elsewhere classified Unknown 1 0
Petrel 34 Fire, Machinery Space Improper Maintenance 0 0
Fach Boys 40 Foundering (Sinking) Unknown 3 0
Moonlight 77 Foundering (Sinking) Failed materials, structural 0 0
Tres Cher 49 Foundering (Sinking) Adverse weather 0 0
Lady Darlene 65 Foundering (Sinking) Failed materials, structural 0 0
April 56 Foundering (Sinking) Inadequate stability 0 1
Anna 34 Foundering (Sinking) Inadequate stability 0 0
Sharon D 32 Foundering (Sinking) Improper securing, rigging 0 0
Rosemary 81 Fire, Machinery Space Unknown 0 0
Total 1984 (through 12/3) 20 7 / 1
2 / 21

1983 61

important GM becomes.

Parrott said the SC44's program
includes the vessel's "rolling con-
stant,” or normal roll period, but
that in reality the rolling constant
is not constant. It varies according
to the loading condition. A .though
no one said so, it would apprar that
the ideal computer would nave a
different program for each of its
basic loading conditions.

Changing the subject, someone
asked Fisker-Anderson if the Coast
Guard's "simplified stability test,”
which is used on small passenger
vessels, is applicable to fishing ves-
sels. He said no. fishing vessels
vary too much from each other;
there aren't enough common deno-,
minators. Also, there isn't a larg”
enough data base on small vessels
to make a simplified test for Pish-
ing vessels.

Nickum
water-flume
boats. They decrease roll
stantly transferring water
opposite direction of the roll.

Regarding weight gain. Parrott
said all vessels put on weight, that
studies show that the average new
vessel gains 10% of its weight in

suggested tho wuse of
stabilizers for crab
by con-
in the

ITS KODIAK!

ami SON!

the new first year. Fisker-Anderson
said a deadweight survey should be
done at the end of the first year
("It's a cheap form of insurance,” he
said.) ' . -

Regarding the role of the seaway
in capsizings, Adeelsaid he has not
been able to capsite his model in
head, quarter-head or beam seas
(however, his moc? doesn't h'lId
water on deck —wa er on deck with
beam seas can be <eadly), but that
following and  cjarter-following
seas are Kkillers. Tis advice for
operators about Ib cipsize; Cut
power completely; then turn I|OUI|y
into the waves; then investigate.

Regarding draft'marks, Fisker-
Anderson said all s'tios should have
them, no matter how small. Parrott
said one fishing vussei in ten has
accurate draft marls.

As the sequence iof all these re-
marks suggests, it was difficult to
focus on the issi 0 of stability.
Understanding an 1 solving the

blem involves filling major
mation gaps. Skipper Bart
Eaton drew appl use when he

asked why the Ccist Guard only
Investigates major fatalities. Why
not talk to the surv rors of the near

misses? He would like to see a sort
of no-fault accident report—"No-
body learns anything when the
attorneys zip the lips," he said.

Fishermen Eaton, Fisher and
Dean Adams Qongliner, Queit)
composed the final panel of the
conference. After listening for two
days, this was the fisherman's
chance to express himself, and the
panelists let fly, racing the clock to
disburden themselves.

Eaton said he uses a chain of
command, a daily checklist of pro-
cedures, and informal psychological
testing of prospective crewmen to
increase safety. ("Time moves
pretty fast when the world starts
coming apart,” he said.) He uses a
private detective to investigate sus-
picious claims; and he signs crew-
men on and off, to reduce his lia-
bility.

Fisher said he is going to try a
new employee contract, something
he can use in court if necessary.
The prospective crewman will have
the chance to inspect the vessel for
safety, review the stability book,
and question the qualifications of
the skipper. He will know what ia

See SAFF.TY on page 23
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IN hIlujumped. "0ogh!, oogh, oogh,
oogh!

gasped for breath. The water
was so much colder than | th_ou%ht
it would be. I struck out in the
fastest dog paddle Southeast has
ever seen, making sounds like a sea
lion pup. _

Half-way through | still had not
taken a breath. | knew | couldn't (t;o
any farther. | was ready to get out.

"Hey Jasona! What are vyou
doing? You're almost there. Take a
deep breath, just relax, there you
go, you can finish, come on you car

0 " My forever confident father.

k did finish. | climbed onto the
float shlverln% and gasping but
completely appy and — life-
jacketless. _

That was two summers ago. This
winter | have noticed that my
sister and father have been making
quite a few mysterious night-time
trips to the White Rock swimming

Page 23

SAFETY

continued from page 10

expected from him, and will sign
that the vessel is seaworthy.

From now on, Fisher's winter
crew in Alaska will be required to
wear work suits that ﬁrowde some
buoyancy and warmth. The suits
will"be Purchased_ new each year by
the boat. Also, Fisher would' like t0
see certification of skippers and
more Part_|<:|pat|on by the Insurance
industry in safety.

As the conferénce ended, a local
broker sounded a hopeful note
when he said the insurance
industry needs the help of fisher-
men inlearning what a good risk is
and how to evaluate it. Conferenc i
organizer Barry Collier of the
FiShing Vessels Owners Associa-
tion, one of several sponsoring
organizations,  reminded the
audience that this was simply the
first step in a major effort to turn

can say is, "Good luck, things around, and the meeting was

ool. All I
The author at age 3 before "the test.’ gls- 0 adjourned. O
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Insurance crisis; Fishing In rough seas

Cancellations
increase risks
for fishermen

By kirk McAllister
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These dayjs if you say mmmercial
- fisherman to an insurer they start to wince

imediately. * . *

—Jack Cadlgan executive director
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Trouble snags fishing

Pitecivecs et

LOUCESTER. Mass. — Nino Branca-
I£ = leone’s 90-foot stem trawler, the Sa-
tl® 5cred Heart, sat In port one summer
-\2ttPday while he made a top-to-bottom
crew change that he gambled will keep him in
business.

When his $600,000, 5-year-old blue-and-
white trawler came in that morning, each
crewman had collected $700 for 10 days at sea
— about hah of the average pay on a "decent”
voyage for one of Gloucester’'s bigger boats.
The Sacred Heart lost $400 on the trip, not
even meeting its expenses.

That afternoon, Brancaieone laid off his
regular Gloucester crew. He brought in a new
“go-getter” skipper and crew from Portland,
Maine, that took the Sacred Heart out to a
different fishing ground, trying different
methods they felt might reap a profit from the
sea.

"We've got to try something. It's not worth
staying in business, but we're hanging in
there,” Brancaieone said. "Two years ago, it
was good here. We were paying the bills.”

Brancaieone is known as one of Glouces-
ter's most successful fishermen. As his fellow
Sicilians in this historic seaport put it, Bran-
calcone has been a fisherman for so long — 41
years — he has fish blood coursing through his
veins.

And he Is worried.

Passage of the 200-mile limit that denied
foreign fleets unlimited access to U.S. waters
beginning in 1977 did not bring the bonartzB
that New England fishermen expected.

Catches are down and the industry has been
brought to its knees by unprecedented import
competition from Canada, an adverse interna-
tional boundary decision, and a marine insur-
ance crisis.

These woes extend far beyond the once-
bountiful waters plied for more than 350 years

by the hardy, independent New England
fishermen.
From New England's scallopers and

groundflshermen to shrimpers in the Gulf of
Mexico, from the southern California tuna
fleet to Alaska’s king crabbers, the commer-
cial fishing Industry — America's first indus-
try — is In deep trouble.

* The $488 million shrimp Industry, occupy-
ing most of the 30,000-man cimmercial fishing
fleet ir- v te Gulf of Mexico and South Atlantic,
is hur: foreign competition that provided
71 percent of U.S. consumption last year.

* On all coasts, the insurance Industry has
been hit so hard by losses from a rash of
sinking and huge crew injury awards that
.very few companies will write marine insur-
ance any more. Costs have doubled and
tripled for boat owners, If and when they can
find coverage.

"It’s very critical. They've been hit tremen-
dously hard. It's not so much a question of
rates; it's a question of whether they can get
the insurance or not," said Kell Freeman of
the National Marine Fisheries Service in St.
Petersburg, Fla.

«In Alaska, the king crab industry is in a
state of collapse because of overfishing and
environmental factors. Multimillion dollar
crab boats, 90-to 120-feet long, sit in port. Six
others sank in the Bering Sea within one
month early last year.

* Southern California’s tuna fleet is in sad
shape even though the fish are plentiful.
Because three out of the four U.S. canneries
have shut down, the 75-boat fleet was forced
to unload much of its catch in Guam and
Puerto Rico.

« Foreclosures in the salmon industry have
hurt the new insurance market in the north
Pacific, while the fishery Itself has bounced
back to what could be a banner season for the
fleet off California, Oregon and Washington.

"We do have an industry in trouble,” says
Allen E. Peterson Jr.. director of the National
Marine Fisheries Service's Northeast Center
in Woods Hole, Mass.

"In all likelihood, it Is falling on tough

Anchorage Dai

iIndustry c®©

UntooHessrEn-1m

Nino Brancaieone uy t the 200-mlli limit has not been tha godsend ha expoctod.

US HFHNG INDUSTRY
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times and will continue to for the near future.
The strength of the dollar makes it harder to
sell our product overseas, and makes it easier
to import.

Ironically, the myriad problems come at a
time when Americans are being encouraged by
doctors to eat more seafood.

Eating fish has been known to be good for
your health ever since Eskimos were found to
suffer almost no heart disease, even though
they ate large amounts of seal and whale
blubber, which is high in saturated fat.

In Gloucester and other New England ports,
fishermen are surviving only uy fishing har-
der, taking new financial risks, changing
techiques and species they fish for. or by pure
luck.

“l don't know how we're going to make it,"
Brancaieone said. "The Russians are gone. The
Germans are gone, but the lish are gone with

them."
On top of his mortgage for the Sacred
t Heart, Brancaieone pays $54,000 a year in
marine insurance. Without it, he cannot risk
leaving the dock.
Nearly all companies have stopped insuring

[FS

‘commercial fishing boats and write no new
insurance in Gloucester, where 40 of the fleet's
200 boats have sunk since 1980. Many sank :n
suspiciously calm waters, without loss o: life
or serious iniury. There was usually a friend
or relative fishing nearby who was able to
rescue the crew.

"Now, the insurance you can get is twice as
expenseive and covers less. You must have
hull insurance in order to get loans. It's a
pretty tough problem,"” said Dennis W Nixon,
coordinator of the University of Rhode Is-
land's Marine Affairs Program.

Nixon is an expert on the marine insurance
problem and is studying possible options for
Congress to overhaul the system.

"I'm not going to say all of the sinkings

1 were deliberate," Nixon said. "Vessel mainte-

nance is often at the bottom of the
tilings to do.
Those who continue TtTfish ire frytr.g to
make the best of a bad situation.
"This is a business. It is no longer a
romanticism of the ocean. Some pretty damn
» high investment is going into it,” says James
I Costakes, general manager of the New 3-Jd-
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ford, Mass., Seafood Producers Association.

A lot of those dollars come from a product
known as New Bedford gold — scallops.
Scallops and yellowtail flounder are the domi-
nant catches for New Bedford’s 250-boat fleet.

Both species are in trouble. There is not
enough fish coming in to supply New Bed-
ford's 22 processing plants, so the processors
arc dependent more and more on fish trucked,
in from Canada to keep their operations open.
Five plants closed in the past year.

"In the bonanza years, a guy on deck could
make $50,000 to $60,000 (a year). Now. on an
excellent vessel, you'd be lucky to make
530,000 to $35,000, and you're spending a lot
more time out to sea to get that,” said
Costakes, a fisherman himself for 30 years.

When the 200-mile limit took effect eight
years ago. the United States made its claim to
*he offshore fisheries that would no longer be
plied helter-skelter by huge foreign factory
fleets.

Vessel construction increased 70 percent in
one year as old wooden boats were scrapped
in favor of larger, steel-hulled trawlers. The
New England fleet mushroomed from 590
boats in 1976 to 892 by 1981.

As the foreign catch dropped by roughly 25
percent in the year after the 200-mile limit
was imposed, the domestic catch rose by 16
percent. But biologists worried whether the
fleet increase and improved technologies
would in effect deplete the fishery. Experts
now disagree about whether that happened, or
whether the current downturn in stocks is just
a natural, cyclical event.

New England's fishermen, stung but unable
to reverse the decline, are going after what
they see as man-made problems — boundary
disputes and outside competition for the
lucrative fresh fish market they have tradi-
tionally supplied.

Last October, the World Court ended a
simmering border dispute between the United
States and Canada by dividing the North
Atlantic fishing grounds on Georges Bank.
The Americans wound up with the largest
chunk, but Canada got the brass ring — the
Northeast Peak, a spawning ground rich with
lobster, scallops and haddock.

It was the last straw for U.S. fishermen
already bitter about government subsidies
that allow their Canadian counterparts to sell
for less on the U.S. market. In some cases,
Canadian fishermen can sell their fish for less
than it costs U.S. boats to catch it.

This August, the North Atlantic Fisheries
Task Force petitioned the federal government
to impose a 10- to 20-percent tariff on imports
of Canadian groundfish — including haddock,
hake, cod, flounder, pollock and sole. They
claim it will allow them to compete fairly
with the Canada's fishermen.

Stephen Greene, assistant trade counselor
at the Canadian Consulate in Boston, defends
his country’'s subsidies as comparable to the
U.S. bailout of Chrysler. He predicts the two
governments will agree to mutual access to
the fishing grounds sometime in the future.

Gulf Coast fishermen sympathize with im-
port problems in the Northeast, and are
offering financial support. Imports also ac-
count for the bulk of U.S. shrimp consump-
tion, with most of it coming trom Centra: and
South America. Ecuador ranks No. 1 world-
wide in shrimp production.

"A fair comparison might be with the
textile or shoe industries in the United
States," said Richard Raulerson. of the Na-
tional Marine Fisheries Service in St. Peters-
burg, Fla. “You and | would ra'. ier buy cheap
shoes and clothes instead of expensive shoes
and clothes.”

The U.S. fishing industry- is not yet in the
,ame state of decay as the shoe industry But
none of the fishermen or industry experts sees
a short-term solution to the decline — and the
long term is even more clouded. As Costakes
of the producers' association puts it. "We've
always had a ‘survival of the fittest' philoso-
phy. But it very hard to work under these
conditions."
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Death of son
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Robert and Peggy-Borry knew little
about the dangers of commercial fishing
when their 20-year-old son, Peter, land-
ed a summer job on a salmon boat off
Alaska's coast.

Their first lesson was swift and
unforgiving. On Aug. 20, word came
that Peter's boat had sunk In the frigid
waters off Kodiak Island. He and his
five crewmates had perished.

The Barrys' grief was deep, but It
turned to anger after Robert, a career
diplomat based In '.ashington, D.C.,
did some research. Peter Barry had
been an adventurous Yale student lured

ANCHORAGE,, ALASKA, FRIDAY, NOVEMBER 29, 1985

hy the romance of a fisherman's life;
his father was appalled to learn how
easy It Is to die a fisherman's death.

Coast Guard figures show an average
of 250 U.S. fishing boats sink and 75
fishermen die off the nation's coast
each year. Commercial fishing Is by far
the country's most dangerous Industry,
with a death rate seven times the
natlor.il average of all Industries, and
twice .hat of mining, the second-most
hazan.'us occupation.

Yet, in safety matters, the fishing
industry Is virtually unregulated.

"It is too late now to help Peter,”
Barr says. "But publicizing the danger
of commercial fishing and Imposing

C 0O Am-Mm

drives parents to campaign for safety

minimal regulations on It may help
others to avoid his senseless death.”

The Barrys have begun a crusade for
safer fishing, lobbying congressmen,
writing letters and articles. Along the
way, they've encountered a government
reluctant to Impose new rules and an
Industry that, while opposing regula-
tion, may yet work toward greater
safety on the seas for another reason —
economic survival In an age of skyrock-
eting Insurance rates.

The stormy Alr'ka waters that
claimed Peter Barrj re Infamous for
dramatic sinkings — since 1981, an

See Back Psqo, COMMERCIAL v
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fishing

Searchers find no sign
of boat or its crewmen

The Associated Press

JUNEAU — In a six-hour flight over the stormy North
Pacific, a Coast Guard search plane on Thursday failed to
find survl,vors or debris from a fishing vessel believed to *
have sunk on Tuesday.

"But search conditions were pretty bad," Petty Officer m
Allen Sparks said in a telephone Intervl.-w Thursday
night.

The crew of the C-130 search plane spotted the vessel's
emergency signal beacon again Thursday, but nothing
else, Sparks sold. He said the weather had been poor

Soo Back Pafle, COAST GUARD
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Commercial fishermen earn their livelihood in the nation’s most dangerous occupation

i OntinedromPagpAl
average of 72 boalt"s I ya:
have sunk In PZIl". *North-
west and Alaska r.V.ers, wiih

108 deaths ".jring the same
period.

But wherever fishermen
work the open ocean, from

New England's Georges Bank
to the Gulf of Mexico, the
death rate Is similar.

"In Alaska, they usually
lose the whole vessel with
everyone aboard,” says Capt.
Gordon Piche, national chair-
man of a Coast Guard task
force created last year to pro-
mote vessel safety. “In the
Gulf, they have Just as many
people dying, but It's usually
one at a time — a man may
fall overboard or get wound
up in awinch."

Despite the dangers, the
Coast Guard does not Inspect
fishing boats for safety. T le
agency requires fire ei. -
gulshers and life preserve!j,
but can only recommend that
boats carry survival suits, life
rafts, and emergency radio
beacons, which help rescuers
home In on a foundering ship.

Peter Barry's boat, the
Western Sea, had little safety
equipment, officials say. The
58-foot, wood-hulled seiner
was built in 1915. It carried
no life raft, and the crew
wore only life preservers.

Coast Guard search for boat, crewmen yields no trace

*e

| ContinuedlromPageA-ll |
2 1

since the search started Tuesday, with j.
50-knot winds, 20-foot seas and half-mile «*men aboard, was fishing
"where the emergency signal was picked
up, about 30 miles south of Unalaska, at
the eastern end of the Aleutian Islands.

A C-130 crew Tuesday reported spot-
ting a life raft and what appeared to bo
in the water. A
fishing boat, the Golden Alaska, recov-
ered the life raft In howling winds and

visibility.
Coast Guard officials
Thursday they believed

even though survival suits
covering the entire body are
needed to last more than an
hour in northern waters.

"Peter's death was avoida-
ble because the boot he was
on should never have been
allowed to go to sea,” Robert
Barry says.

One reason for the lack of
safety rules or Inspection pro-
grams Is the lack of enforce-
ment money, Coast Guard of-
ficials say. The agency |Is
scrambling just to maintain
its current budget, never
mind irylng to odd new pro-
grams.

Another reason is the belief
that safety regulations create
a false sense of security.
"They take the responsibility
away from the fishermen."

said
the missing
boat could be the Aleutian Harvester
from Homer. A radio conversation be-
tween the vessel and another boat was
broken suddenly Tuesday morning, and
the Aleutian Harvecier had not been

early

two bodies

Plche says. "We eon try to
legislate safety, but If fisher-
men become aware of safety.
It will work better."

To that end, Piche's task
force recently published a ser-
ies of guidelines for vessel
stability, radio and naviga-
tion equipment, fire protec-
tion, life-saving equipment,
and shipboard wiring and ma-
chinery.

The task force Is working
with a group of Bering Sea
fishermen to translate those
technical bulletins Into more
understandable terms. A safe-
ty guide to.be published next
spring will be a model for
guides In o' her fishing areas,
Plche says.

Such guidelines, In the
hands of Insurance compa-

T heard from sinccr said Coast Guard (
espokesman Glenn Roscnholm. the

The Aleutian Harvester,

with three
In the area

nearby

ship.

nies, may become the biggest
lever yet In forcing the safety
Issue. Until now, Insurance
companies have had few ways
to distinguish between a safe
boat and a dangerous one. So
all fishermen, prudent and
reckless alike, have suffered
with soaring insurance rates.

"They've lost a lot of credi-
bility because of their safety
record," Piche soys.

Fishermen are quick to say
It's not their fault the ocean is
dangerous.

"So many things can hap-
pen out there. It doesn't mat-
ter what you know — any-
thing can happen,” says
George Jones Jr., 21, a third-
generation scallop fisherman
out of New Bedford, Mass.

The sometlmes-marglnal

20-foot sens, but was unnble to confirm
report,
Glenn Roscnholm said.

The Coast Guard was first alerted to
the vessel's problems Tuesday morning,
when a satellite picked up signals from a
position-indicating
.Searchers have spotted the beacon each
day and have left It In the water to get
an Idea of where currents might have
taken crew members or debris from the

Coast Guard spokesman

rescue beacon.

economy of fishing often
forces fishermen to take
risks, says Jack Cadlgan, ex-
ecutive director of the United
Fishermen of Alaska. In the
Bering Sea king crab fishery,
he says, "it's an almost abso-
lute necessity to pile up the
boat with crab pots, which
raises the center of gravity
and makes It more likely to
turn tirtle. That's not going
to be 'imply ended just by the
addition of safety equip-
ment."

People like Joi,;s and Cadi-
gan were well represented at
congressional field hearings
held this year in Seattle, Bos-
ton and San Diego. High in-
surance rates were their main
complaint. No legislation has
been Introduced yet to help

fishermen weather the Insur-
ance storm, but legislators are
predicting some kind of bill
by spring.

"We feel like we're getting
somewhere,"” Piche says.

But not far or fast enough,
Peggy Barry says. "They all
seem to be interested in the
insurance end of it, without
being sufficiently interested
in the safety end of It.”

The Barrys still know little
about how their son died.
Bodies of three crew members
have never been found. Only
shattered fragments of the
Western Sea havj been recov-
ered, making it look, as one
Coast Guard official put it,
"like somebody hod just tom
it apart.”

The Barrys live with thot
image day and night, deter-
mined to help prevent more
such tragedies. They say It's
not enough to tcly on high
Insurance rates to force com-
pliance with safety guide-
lines.

“"That would be fine If the
vessels that didn't comply
had a big red sign saying.
‘Hey, watch out for us.’ It's
criminal neglect that a kid
from Washington can go out
to get a Job and there's no
way for him to know which
boats arc safe," Peggy Barry
says.
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SB 443: Summary

jg?iaie "~Hegtslature

Senate

Committee on CaSor & Commerce Pouch v

State Capitol
Juneau, Alaska 99811

This measure expands the reporting requirements imposed on

surplus lines
submissions of
currently required.

insurance brokers, and would require monthly
"loss data" as well as the premium information
The monthly statement required shall be

available to the public for inspection.

BILL SUMMARY



CHAIRMAN®"S INFORMATION: SB 443
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2)

BILL TITLE: 1 An act concerning the monthly reports of
surplus lines insurance brokers."

a) Introduced: Sen Halford
b) Co-sponsors:

INTENT: This measure expands the monthly reporting
requirements imposed on surplus lines brokers,
by requiring submission of "loss data" as well
as the premium information currently required.
The required monthly report shall also be
available to the public for inspection.

FISCAL NOTE: O

3)

ADDITIONAL REFERRALS: Rules

4) PUBLIC HEARINGS:

5)

6)

a) Sponsor:

b) Public Witnesses:

BILL ACTION:

a) Hold in committee?

b) Assign to sub committee for further review?
c) Move from committee?

d) Close public hearings?

COMMITTEE ACTION?

a) amendments?
b) CS adoption?
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SB 443: "An Act concerning the monthly reports of surplus lines insurance
brokers."

This legislation requires that the monthly report required to be filed by
surplus lines insurance brokers each month include loss information in
addition to the premium information provided.

The surplus lines market is the nonadmitted market which, historically, has
represented a substantial part of Alaska's market for a number of lines of
insurance. Principal among these are aviation and marine coverages.
Because such a large portion of these lines is placed in markets where the
information about losses is almost nonexistent, it is difficult to attract
markets when the loss data is unavailable. Placements in the surplus
markets occur because there is not an admitted market willing or available
to write particular coverages.

This market, since it is not subject to direct regulation, is a difficult
one from which to draw information concerning underwriting results. What
regulation exists is exercised through the licensee placing business in
this market. This is true in all states.

While the information sought by this bill is desirable, it will be
unverifiable by the division or by the surplus lines broker and, thus,
unreliable. The surplus lines broker is at the mercy of the insurer for
information about results. Nevertheless, it is better than no information
at all. The value of this legislation is that it does send a message to
the unregulated market that more data is wanted than is now available, and
that attention is focusing on that market. For this reason, we support

this legislation.

l.oren H. Lounsbury, Commissio”r
Department of Commerce & Economic
Development

POSITION PAPRR



STATUTES

STATUTES KR 3B 443

AS21.34.170 DOCUMENT

CHAPTER = 21.34
SECTION = 21.34.170
TITLE « 21
HEADINGS TITLE 21.
Insurance.
CHAPTER 34.

Surplus Lines lInsurance.
CITATION Sec. 21.34.170.
CATCH LINE
MONTHLY REPORTS, SUMMARY OF EXPORTED BUSINESS.

TEXT 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
aggregate gross premiums written and aggregate return premiums by
kind of insurance.

HISTORY (Sec. 21 ch 117 SLA 1984)

RO601 * END OF DOCUMENTS IN LIST - ENTER RETURN OR ANOTHER COMMAND.
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SB 444: "An Act relating to civil actions; and amending Alaska Rules of
Civil Procedure 49 and 58; and providing for an effective date."

This bill is focused on a variety of tort reforms, The position of the
department on these issues is neutral.

This bill has an impact on the Division of Insurance. The division would
be required to adopt regulations under this legislation to determine which
insurers, self insurers, plans, or arrangements are financially qualified
to provide security under the section dealing with security for payment of
annuity, and to designate those entities as qualified insurers. This
requires a fiscal impact and places the division in the position of making
regulatory judgments concerning entities that it doe. not regulate. The
entire expense can be avoided, as well as the conflict avoided, by using a
slightly different approach to Sec. 09.30.480, which changes the fiscal

impact to $0.
On Page 7, replace lines 9-14 with the following:

Sec. 09.30.480. ELIGIBLE SECURITIES FOR PAYMENT OF
ANNUITY. A governmental entity with taxing authority, or
an insurer authorized under AS 21.09 by the Director of
Insurance to sell annuities, is qualified to provide the
security required under AS 09.30.430.

L&rVn H. LounsBury, Commissioner
Department of Commerce and Economic
Development

mst0249K
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Alaska State Legislature = P.0. Box V <Juneau, Alaska 99811 = (907) 465-4954

MEMORANDUM

To: Senator Fred Zharof
Labor and Commerce

From: Senator Vic Fischer
Re: Request for hearing SB 444, SB 445, and SCR 35
Dt: March 10, 1986

Attached is a file of background information on SB 444, SB
445, and SCR 35 relating to insurance. 1'd appreciate your
scheduling all three bills for a hearing before the Labor
and Commerce Committee at your earliest convenience.

SB 445 proposes changes in requirements of how the insurance
industry operates and provides for a multi-state reinsurance
compact with other states.

SB 444 proposes three changes in torts, including a cap on
non-economic awards, sliding scale for plaintiff's attorney
fees and a periodic payment schedule.

SCR 35 is directed at the need for federal oversight of the
insurance industry. The resolution requests the Governor to
work with other states to get federal action and reconsid-
eration of the current exemption from federal antitrust
laws. The resolution also requests that the Governor look
into establishing a state or multistate reinsurance pool.

Please contact me or my staff should you have any questions
or need additional information.

During Interim: 1024 \NL. 6th Avenue =Anchorage, Alaska 99501 «(907) 278-3654



Senator Vic Fischer

Alaska State Legiskature
Pouch V = Juneau, Alaska 99811 ® (907) 465-4954

TO: Interested Parties

RE: Omnibus Insurance Reform bills; SR 444, SR 445, and
SCR 35.

DT: February 18, 1986

Today | introduced two bills and a resolution designed to

provide Alaskans relief from the insurance crisis.

Many Alaskans are facing crises in cost and availability of

general liability insurance. Municipalities, health
providers, architects, engineers,fishermen, truckers,

care

and

others from around the state are appealing to legislators to

solve the problem.

There is no single or simple solution to the insuranee
crisis. That can only come about through a combination of
state and federal administrative oversight and regulations,

development of alternative insurance mechanisms,
in the torts. (A tort is a wrong against a person
It is an injury or damage, for which civil action
brought). In addition, the basic manner in which

and changes

thing.

can be

insurance industry manages its resources and investments

needs to be improved.

The legislation takes an omnibus approach: The bills

a combination of proposals covering the rights of
insured, roles and duties of Alaska's Division of

and operation of the insurance industry in the state.
resolution is directed at broader issues of national

concern.

SB 445 proposes a number of changes in the way Alaska

regulates the insurance industry:

* The Division of Insurance is to hire an

offer

Insurance,

The

actuary. An actuary uses statistics to calculate
risks and premiums for insurance. An Alaska based

actuary would provide local data on industry

Dining Interim « 1024 W. 6th Avenue, Suite 204C < Anchorage, Alaska 99501 e (907) 278-3654



SB 444

needs and fairness of insurance coverage

A consumer advocate section is established in the
Division of Insurance. Currently, the Division of
Insurance provides consumer assistance on a time
available basis. The advocate's responsiblity would
be to represent the rights and interests of the
insured during performance of the divisions duties

The cost of the advocate section would be covered by
licenses, fees, and taxes collected by the division
from insurance companies operating in the state

An arms-length relationship is required between the
Division of Insurance and the Insurance industry

Director of the Division of Insurance is to report
on tort awards, status of market assistance plans,
and data from insurers on their Alaska operations
for 1975-1985

The Division of Insurance is to provide a report by
January 1987, on the status of Alaska's

insurance problem and list of the division's needs
to fulfill its duties

Cancellation of insurance is prohibited except for
nonpayment of premium

60 days prenotification is required in case of
nonrenewal

A hearing on rate filing increases of 25% or more
must be conducted by the Division of Insurance

proposes three changes in torts:

A $500,000 cap is placed on non-economic awards for
general liability cases

A sliding scale is established for plaintiff's
attorney fees

Periodic payments are to be made to claimants over
10 years and a bond is required to guarantee that
if a company goes out of business an award will

still be paid



SCR 35 requests the Governor to work with the US Congress,
the federal administration, and other states to:

* Eliminate the current insurance industry exemption
from anti-trust laws, and

* Look into national regulation of the insurance
i ndustry
* Establish national and multistate reinsurance

arrangements

In 1945 the US Congress exempted insurance companies from
federal antitrust laws, therefore regulation of the

insurance industry is left to the states. National and
multinational corportions constitute the insurance industry.
These conglomerates operate in a world wide arena. The

national and multinational aspects of the insurance crisis
need to be addressed by Congress and the federal
administration.

This legislation is, of course, only part of the total
effort required to resolve the insurance crisis. Bills
pending in the Legislature would establish insurance pools
for high risk insurance markets. Such pools need to be
supplemented by joint efforts with other states for
reinsurance. Reinsurance is used by a company to cover
capital for policies written beyond its means. The
reinsurance companies are backing away from the market and
leaving national and local companies without the capital
necessary to cover their costs. Multi-state or national
reinsurance would provide insurance companies with
protection against major losses that cannot be covered by
the companies themselves.



Senator Vic Fischer
Alaska State Legislature < P.0. Box V «Juneau, Alaska 99811 < (907) 465-4954

TO Interested Parties\ (A /
FR Senator Vic Fischerrsn’

RE Sponsor Substitute to SB 445; establishing a
Multi-state reinsurance compact.

DT: March 7, 1986

The sponsor substitute for SB 445 introduced today adds
provisions for a multi-state reinsurance compact to the
original bill that deals with the way Alaska regulates the
insurance industry.

The compact would:

* establish an Interstate Reinsurance Commission,
consisting of three resident members from each compacting
state, as an agency and corporate body of each compacting
state

* establish a reinsurance fund made up of money
contributed to it by compacting states and premiums paid for
reinsurance coverage

* require that a study be conducted on the need for
insurance and reinsurance in the participating states, the
resources for meeting the needs, and the long-range effects
of the compact on the availability of insurance rates that
are not excessive; study results would be used by the
Commisison in determining who to provide reinsurance to.

* provide the Commission with authority to draft
uniform legislation dealing with problems of insurance
availability in the compacting states

Compacts between Alaska and other states are fairly common.
The state is a member of interstate compacts for education,
crime, public advocacy, radio active waste management,
placement of children, and tax collection

The reinsurance compact would fill a major void in the

current insurance situation and would complement other
measures being considered by the legislature. Many companies

During Interim: 1024 IV. 6th Avenue =Anchorage, Alaska 99501 = (907) 278-3654



operating locally have declined to renew insurance policies
because they are unable to get reinsurance -- insurance
bought to cover insurance transactions of the insurance

companies.

In response to the problem of obtaining reinsurance, a few
bills have been introduced in the House that would establish
a state reinsurance pool. A problem with an independent
Alaska pool is that the state may not have sufficient

population and funds to support a reinsurance pool. However,
if Alaska were to combine resources with other states, a
state reinsurance program might be possible - and one of the

major problems insureds are facing might be resolved.
With this addition, SSSB 445 proposes that:

* an actuary be hired by the Division of Insurance to
calculate risks and premiums for the Alaska insurance market

* a public advocate section be established in the
Division of Insurance to represent the rights and interests
of the insuraed during performance of the divisions duties

* the Division of Insurance maintain an arms length
relationship with the Industry

* the Division of Insurance report on the Alaska
insurance market, the status of the problem, and the
division's needs to fulfill its duties

* cancellation of insurance premiums be prohibited
except for nonpayment of premiums

* 60 days notice be required before a policy is denied

* the Division of Insurance be required to conduct a
hearing for rate filing increases of 25% or more

In February, | also introduced SB 444 that proposes three
changes in the torts, and SCR 35 that addresses national and
interstate solutions. When combined, these bills provide a

comprehensive package directed at the major components of
the insurance crisis.
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ALASKA STATE LEGISLATIVE COVMTTEE
CHAIRVIAN VICE CHAIRVIAN SECRETARY
Mr. John E Oapcevich Ms. Lee McAnemey Ms. June A. Robinette
Box 1081 PO Box 406 PO. Box 870797
Sitka. AK 99835 Seward, AK 99664 Wasilla, AK 99687
(907) 747-8383 (907) 224-3030 (907) 376-2092
February 23,
Senator Fred F. Zharoff
Chairman, Senate Labor & Commerce
Committee
Pouch V
Juneau, Ak. 99811

Dear Senator Zharoff:

Senator Eliason"s office called and
bill

that the "55 and Alive"
in your committee.

was recently

informed me
introduced

The American Association of Retired Persons,

which represents over
and 20,914
passage of the

in the State of Alaska,
legislation.

20 million members nationally
heartily endorse

Anything you can do as chairman to pass this out

of your committee with a
be greatly appreciated.

cc: Senator Eliason

American Association of Retired Persons

Vila R. Ostrander I’resident

"Do Pass™

Sincerely,

John E.

Chairman

1909 K Strcel. N.W .. Washington. D.C. 20049

Cyril F. Brickfield Executive Director

recommendation will

Dapcevich

(202) 872-4700
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OLDER A.m COMMISSION

An act to provide that any rates, rating schedules, or rating manuals

A Dill to be Entitled

for the 1liability, personal 1injury protection, and collision cover-
ages of a motor vehicle 1insurance policy submitted to or filed with
the Insurance Commissioner shall provide for an appropriate reduction
in premium <charges, determined by the individual insurer, as to such

coverages when the principal operator on the covered vehicle 1is an
insured 55 years of age and older for a three year period after suc-
cessfully completing a motor vehicle accident prevention course approved

by the Department of Motor Vehicles.

Be it Enacted by the Legislature of the State of

Section 1. Any rates, rating schedules, or rating manuals for the
liability, personal injury protection, and collision coverages of a
motor vehicle 1insurance policy submitted to or filed with the Insurance

Commissioner shall provide for an appropriate reduction in premiunm
charges as to such coverages when the principal operator on the covered
vehicle 1is an insured 55 years of age and older for a three year period
after successfully completing a motor vehicle accident prevention
course approved by the Department of Motor Vehicles. Any discount wused
by an 1insurer shall be presumed appropriate unless credible data demon-

strates otherwise.

Section 2. The premium reduction required by this section shall be
effective for an insured for a three year period after successful
completion of the approved course, except that the 1insurer may require,
as a condition of providing and maintaining the discount, that the

insured:
(a) Not be 1involved 1in an accident for which the insured is at fault;

(b) Not be convicted, plead guilty or nolo contendere to a moving
traffic violation, or to a traffic related alcohol or narcotics offense;

and
(c) Have maintained a driving record free of violations and liable

accidents for a three year period prior to course completion;

Section 3. Upon successfully completing the approved course, each
person shall be 1issued a certificate by the organization offering the
course which shall be used to qualify for the premium discount

required by this section.

Section 4. This section shall not apply in the event the approved
course is taken as punishment specified by a court or other govern-

mental entity resulting from a moving traffic violation.

Section 5, Each participant shall take an approved course every three
years to continue to be eligible for the reduction in premiums.

American Association ofRetired Persons 1909 K Street, N.W ., Washington, D.C. 20049 (202)872-4700

vita R. Ostrander /resident  cyril F. Brickfield Executive Director



Position Paper

Automobile Insurance Discount

The State Legislative Committee of the American Association
of Retired Persons proposes that legislative steps be taken to reduce
automobile insurance premiums Tfor motor vehicle operators age 55 and
older who complete a state-approved driver education course.

!
Rationale: Motor vehicle operators age" 55 and older are a unique popu-—
lation and have specific physiological considerations and driving
problems. How do these individuals compare with age brackets in safe

driving practice and incidence of accidents?
|

In order to obtain an accurate picture it is not enough to consider only
age and number of accidents, 1its necessary to factor in the annual number
of miles driven per year. Research shows that the number of annual miles
driven by motor vehicle operators begins to decline significantly after
age b55. Therefore, an important consideration with regard to the safe
driving practices and.,abilities of older persons 1is the criteria used

to determine accident involvement statistics.

The record of the older driver is good when calculated on the basis of
accidents per driver. When the same figures are examined on the basis of
miles driven annually, a different picture emerges. This more significant
and meaningful statistic highlights the urgent need for corrective mea—

sures to re-educate older drivers.

Because older persons drive fewer miles, corrections must be made for
driving exposure. When this factor is included in accident involvement
rates, and the involvement per exposure is determined, a U-shaped curve
of accidents versus age results. Violation and accident rates per mile
are higher for the youngest and oldest drivers and lower for those 1in
the middle ranges. Although one can quibble over the exact placement of
the curve, a general "UH configuration has emerged in every major study

undertaken during the past 10 years.

The National Safety Council reports that when the number of miles driven
is taken into account, drivers age 55 and over have a poorer accident

record than drivers in their middle years.

The U. S. Department of Transportation identifies the older driver as
being age 60 and older and in a group which requires special considera—
tion in the development of driver improvement training procedures. The
National Highway Safety Forecast points out that the older driver is
adjudged at fault more than middle aged drivers, and due to the popula-—
tion age shifting currently underway 1in America, 1is perhaps one of the

fastest growing highway safety problem areas.

Older drivers have problems when involved in driving situations requiring
quick response, full vision and interaction with other drivers. Typical
violations include failure to yield right-of-way, improper turning, 1in-—
correct lane changing, passing, and entering and leaving expressways.
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The older driver learned to drive during the first forty years of this
century, well before the advent of formal driver education programs in
the public school systems. The older driver that has completed a formal
driver training course is the exception rather than the rule.

These individuals may experience physical changes which affect driving
abilities and attitudes. People age at different rates, so age alone is

not a fair criterion for determining driving competence. There 1is no
question, however, that driving ability can be affected by the aging

process. The gradual failure of sensory acuity associated with aging reduces
the quantity and accuracy of information capable of being processed. This
reduces the ability of the individual ho respond or react to his environ—
ment withlthe speed and judgment current traffic often requires.
Eighty-five to ninety percent of all sensory input needed to drive comes °
via the eye. Unfortunately, as one ages the need for more illumination
“increases, glare sensitivity rises, dark adaption lessens, and peripheral
vision narrows. Hearing loss also presents problems for older drivers.

It is also broadly accepted that as one ages muscles tend to weaken or

atrophy, j,

Primary Objective: By passage of this legislation, will
create an economic incentive for older drivers to take a driver improve—
ment course and thereby improve their driving capabilities. This reduces

their chances of accident and accident claim filings, and creates a safer
driving environment for all Notably, the proposed legis—

lation brings this about without cost to the state.

The older driver earns the driver improvement discount by taking a positive,
preventive step. This incentive discount is given in addition to any other
marketing discounts, such as for non-smokers, seat-belt wearers, those

reaching a certain age, etc.

The automobile insurance industry writes policies on accidents per age
and thus considers older drivers to be a reduced risk because of

group,
the fewer miles that they drive". In fact, some insurance companies reduce
premiums for drivers after age 55 or 65, much the same as they do for
drivers after age 25. The 1issue is not whether some automobile 1insurance

companies may or may not reduce rates for older drivers as a marketing
tool. The primary issue is reducing accidents per mile involving drivers

age 55 and older.
Action in other states: Legislation has been enacted in 16 states and the

District of Columbia which require all automobile insurance companies con—
ducting business in those states to provide a premium reduction to gradu-—

ates of state-approved driver improvement courses. The list now includes:
Effective
State Discount Age Date
AR Approp. 5-20% 55+ 1901
CT Approp. Min. 5% 62+ 1983
DE 10% on liab. & personal injury 16+ 1982
protection
DC Approp. 5-10% 55+ 1985
FL Approp. reduction 65+ 1986
55+ 1984

KY Approp. reduction



Effective
State Discount Age Date
L Approp. 5-10% 55+ . 1982
LA Approp. 5-10% 55+ 1984
MN Approp. reduction 65+ 1985
ND Approp. 8-10% 55+ 1983
NY Min. 10% on liability 16+ 1981
0K Approp. reduction 55+ 1986
RI Approp. reduction 55+ 1984
TN Approp. 8-10% 55+ 1984
TX 10% of premium 16+ 1974
VA Approp. reduction 55+ 1985
Wy Not less than 10% of premium. 60+ 1983
Many other state legislatures are considering this legislation. It Is

hoped that will add this legislation to its statutes.



CONCERNS AND RESPONSES REGARDING OLDER
DRIVER DISCOUNT LEGISLATION

Prepared by AARP"s State Legislative Committee

CONCERN: Since statistics seem to show drivers age 55 and older
among the safest on the road, what is the rationale for legisla—
tion that would encourage participation at a driver improvement

course?

RESPONSE; The National Safety Council finds that drivers age

55 and older have a poorer accident record, considering the number
of miles driven, than do drivers in their middle years. The U. S.
Department of Transportation statistics agree: older drivers are
at fault more frequently than middle age drivers 1in accidents and
violations reported by law enforcement officials.

It is not enough.to consider only age and the number of accidents.
From this limited perspective one sees that drivers 55 and older
make up 24% of the driving population, yet are involved in only
18% of the accidents. But when driving exposure is considered,
measured by the number of miles driven, older drivers have a
higher percentage of accidents "than their population warrants.
Violation and accident rates per mile 1is higher for the youngest
and oldest drivers, and lower for those in the middle range.

Research shows that the aging processes that affect driving generally

become significant when persons reach their fifties. The U. S.
Department of Transportation recommends that special consideration
be given to older drivers when driver improvement courses are

developed.

CONCERN; Since a number of driver improvement courses already
exist, why aren"t older drivers enrolling?

RESPONSE: Older drivers do enroll in driver improvement courses,
nationwide and here in . Many more will do so, however,

when an economic incentive 1is available through legislative man—

date. Experience in other states that have passed this type of
legislation has shown that most people need an economic incentive
to actively seek improvement of their driving skills. In of

our neighboring states, experience with this
legislation and of older drivers are now enrolling there.

Should enact this bill, there will be accident claim
reductions and fewer injuries and fatalities on our roads as well.

CONCERN: It seems that older drivers are being singled out for
special consideration. Isn"t this age discrimination? Why not
aillow drivers of all ages to participate in any mandated 1insurance

incentive program?



CONCERNS AND RESPONSES
Page Two

RESPONSE; The American Association of Retired Persons 1is interested
in resolving problems of older persons. However, if

will pass legislation allowing discounts for all drivers attending
driver improvement courses, we would not be opposed. We have been
informed by numerous insurance companies and insurance trade asso—
ciations that they are against legislation involving the younger

driver. In fact they have fought against including drivers below

age 55 in many states where legislation has been enacted for drivers

age 55 and over. This legislation does not establish a special cate—

gory of drivers 1in any discriminating sense. It simply recognizes

an area of need and provides an incentive to help older drivers

and the insurance industry reduce accidents and accident claims. t
0. CONCERN: Many automobile insurance companies already offer dis—

counts for older drivers based on accidents per age group. Would

this legislation jeopardize these discounts?

RESPONSE:

Sixteen states and the District of Columbia have already enacted
similar legislation. The discount provided to graduates of approved
driver improvement courses 1is the last discount applied. The auto—
mobile insurance industry writes policies on accidents per age

group and thus considers older drivers a good risk, due to the fewer
miles that they drive. In fact, some 1insurance companies reduce
premiums for drivers after age 55 or 65, much the same as they do

for drivers after age 25.

The goal of mandated legislation, however, 1is to provide an incentive
discount on automobile insurance premiums that encourages older
drivers to take a driver improvement course and to reduce the chances
of accidents and claim Ffilings. The driver earns the discount by
taking a positive prevention step, unrelated to any other discount.

The discount given graduates of approved driver education courses
is given in addition to any other marketing discounts provided

to non smokers, seat belt wearers, those reaching a certain age,
etc.” None of these marketing discounts was dropped when states

mandated this legislation.

E. CONCERN: Would drivers not involved in driver improvement courses
have to subsidize the discount provided to those who complete one of

the approved courses by paying higher premiums?

RESPONSE: This has not been the case in the other mandated states.
In Texas where the insurance discount has been in effect for 10
years, the phrase used by insurance companies 1is that the discount
is "fully earned". Although most states recently enacted this
legislation, it is our belief that time will show a accident and
violqtion reduction. The insurance companies will save money due



F. CONCERN: Why must the word mandated to be included in the

H. CONCERN: What research 1is available to prove driver

CONCERNS AND RESPONSES
Page Three

to fewer accident claim filings. As a consequence drivers not
participating in the mandated insurance driver improvement program
will not pay a higher premium, but w ill be encouraged by their
insurance companies to enroll in a driver improvement course.

language?
Can"t the language be changed to allow voluntary participation?

RESPONSE; Any company may provide a voluntary discount at present.
Unfortunately, few have chosen to do so. If all are required to
participate, insurance companies have said that they would go along.

*

G. CONCERN; The legislation includes the term "appropriate reduction”

and contains a retake feature. What does this mean?

RESPONSE; The term "appropriate reduction”™ would allow competition
within the insurance industry of to set the reduction
percentage. In other words, if the bill becomes law, no one

would dictate the terms of an "appropriate reduction”™ to the state"s
insurance industry." Each company in the state would set its own
discount rate and be able to raise or lower the percentage each

year based on the accident claims experience of policyholders that

graduate from approve driver improvement courses.

Experience in other states with similar legislation has demonstrated
the competitiveness of this feature. Companies have selectively
increased refresher course discounts as a marketing tool to attract

new clients.

The 1insurance trade associations also feel that any individual
graduating from an approved course should retake an approved
curriculum every two or three years. This keeps information current,
and also refreshes the driver on necessary skills and techniques

to remember.
improvement

courses work?

RESPONSE; Numerous studies have been conducted on the well known
courses, and the results demonstrate effectiveness. It is worth
noting that no state has rescinded this type of legislation, and
to remember the 10 years®™ experience in Texas that finds discounts

to be "fully earned".

The insurance industry, however, considers these evaluations to
be limited tests that do not demonstrate “statistical significance”

in t-heir accident or violation reduction findings. In order to



CONCERNS AND RESPONSES
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satisfy the insurance industry, and demonstrate “"statistical
significance®, an older driver course evaluation must involve
20,000-30,000 students, randomly assigned to a control group that
doesn"t take the course and a treatment group that completes the

course. Both groups need to be followed for a period of time via
questionnaires and a sample of Department of Motor Vehicle records
must be accessed to validate self report forms. Financially and

logistically, this has proved impossible for course developers.
The insurance industry has not been willing to initiate a study
of this size or to work with course developers.

l. CONCERN: Does AARP make money on.its driver improvement course?

RESPONSE; No. AARP actually subsidizes approximately two-thirds
of overall program costs, and charges each participant a minimal
fee to offset the balance of expenses. Sponsors® purpose behind
driver improvement"™ courses, at least for the major well-known
programs, 1is education rather than financial reward. But AARP
is-not in a position to speak conclusively for other organizations.

J. CONCERN; Why 1is it that several of the states which have passed
this legislation have only a small percentage of eligible drivers

participating to date?

RESPONSE: Although approved courses are widely publicized, they
need help from the insurance companies to notify potential par—

ticipants. Automobile insurance companies doing business in
should be requested to notify their eligible policy—

holders that the discount can be obtained upon completion of an
approved course.

K. CONCERN; How wouid the legislation be implemented?

RESPONSE: In the proposed legislation, an appropriate state agency
is designated to select the courses that will be approved for the
v..andated insurance discount program. In most states the Department
of Motor Vehicles has been selected. Program regulations and guide —
lines are usually drawn up in consultation with officials of states

which have already passed similar legislation.

L. CONCERN; Will this legislation cost the state anything?
RESPONSE: There 1is no fiscal note for the state.

FOR FURTHER INFORMATION REGARDING THIS PROGRAM WRITE:
< .

AARP
Traffic & Driver Safety Progranm

1909 K Street, N.W.
Washington, D.C. 20049
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