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N POPULATIOR'GROWTH

Some St%tes Think
Beore eX
Some After

While some state legislatures
rushed to recreate their legal sys-
tems in response to insurance com-
pany needs, others took the time to
study the problem first, and some
that had passed new laws had sec-
ond thoughts.

In 1986, the Connecticut legisla-
ture enacted one of the mostsweep-
ing "tortreform" statutes in the en-
tire United States.

In May 1987, the Connecticutleg-
islature repealed major portions of
that 1986 bill. The repeal restored
joint and several liability and did
away with mandatory structuring of
awards made by juries.

* 'agislature decided to recon-
sider the law because insurance af-
fordability and availability did not
Improve significantly.

In April of 1987, the State of Ten-
nessee issued a report of the per-
formance audit of its own Depart-

"We're Not
Lngmus Soglety

"The facts do not support the rhet-
oric surrounding the litigation explo-
sion," said Stephen Daniels in the
Judge's Journal (Spring 1985).

"The message provided by the
past,” he said, "is that trial courts in
dfferent locales, even within a
state, may show different patterns
over time but probably not the sim
pie, upward trend line implied by the
litigation explosion idea.

"We must be prepared for the
possibility that research into pat-
terns and changes in court activity
over time may well show that there
is little factual basis for all of those
dire predictions.”

Similarly, quoting a breakdown of
the 1984 claims against Southern
California Physicians Insurance Ex-
change (SCPIE), California Assistant
Commissioner of Insurance Roth
said that of 1.180 claims, 72 per-
cent were closed without indemni-
ty. The 324 claims paid averaged
about $80,000, and ot ar two-thirds
were for S50.000 or less (California
Lawyer. March 1986, p. 41).

6

mentof Commerce and Insurance.
Interestingly, gil\en the size and
sophistication of the insurance in-
dustry, the Tenressee Audit Divi-
sion said: ‘Although audit work
showed fluctuations in the number
of civil suits and the size of jury
awards, available data do not sup-
port contentions that the crisis is
the direct result of a substantial in-
crease in litigation and could, thus,
be solved by enacting tort reforms."

Michigan did enact substantial
restrictions on individual rights, but
then the Michigan House of Repre-
sentatives asked Casualty Actu-
aries. Inc. to study the profitability
of commercial liability insurance.
The study report was released on
November 10. 1986, and made
some unexpected statements: "In-
surers often do not follow the ad-
vice of their own actuaries, and re-
serving and pricing policies are of-
ten instead established at the ex-
ecutive level of the company"—
and executives have their own ideas
of what the traffic will bear.

Startling new evidence suggests
that the "lawsuit crisis’ may not
even exist:

"The insurance industry has fos-
tered these misperceptions with a
phenomenally successful campaign
that blames the ‘lawsuit crisis’ for
shocking premium increases and a
paralyzing insurance shortage. The
rate h'kes, however, result largely
from the insurance industry's own
mismanagement.”

The often-cited litigation explosion
thus appears to be exaggerated
with respect to the total number of
civil filings. The source of the per-
ception that there is a litigation ex-
plosion may be founded in achang-
ing mix of civil cases, increased
complexity of the cases being filed,
and widespread media reports of
enormous awards in relatively few
civil cases.
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Among its conclusions, the Michi-
gan study says clearly: "The effect
of tort reform legislation, if there is
to be any effect, hasyetto emerge
in the data It is doubtful that
such legislation will eliminate or
soften comnetition. and hence elim-
inate or soften the insurance cycle."

Other states were thinking first. In
the spring of 1987. the Wyoming
House Rules Committee killed a
proposal to place on the ballot a
constitutional amendment that
would allow the legislature to limit
non economic damages for per-
sonal injury or death.

And a South Dakota legislative
committee reiected most of the tort
"reform" proposals it was created to
consider, because, as a legislative
staffer said, none of the experts the
committee called upon could prove
thattort "reform" measures would
have a quantifiable impact in sta-
bilizing insurance rates.

State bar associations (which in-
clude insurance and corporate law-
yers as well as trial lawyers) in South
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American Lawyer,
May 1986

Carolina and North Dakota stude

jury trials and verdicts in their stat-
courts. The bar association in Sout)
Carolina found that when award-
were discounted for inflation then
had been no increase in dollars
awarded during the 10 years frorr
1976 through 1986. It also report
ed that although there were more
and larger punitive damage awards,
the median amount for verdicts has
remained constant.

The State Bar Association of
North Dakota in a similar 10-year
study found that about half the ver-
dicts were ur.Jer S15.000. and only
six verdicts were above a million
dollars. The immediate past presi-
dent of the state bar, David Peter-
son, said, "This tells me that North
Dakota juries, contrary to common
thinking, are not out of control.'

"We think the report had a signi-
ficantimpact on the legislature," he
went on.

"The insurance industry," he
said, “used vague generalities, and
we presented specifics."”

The facts do not bear out the alle-
gations of an "explosion” in litiga-
tion orin claim size... Instead, the
available data indicate that the
causes of. and therefore the solu-
tions to, the current crisis lie with
the insurance industry itself. Thus,
to the extent that civil justice reform
may be desirable, it would be for
reasons entirely separate from the
liability insurance “crisis." The rush
to put such civil justice changes in
place is therefore uncalled-for and
potentially quite harmful, since
these changes would remain in
place, while providing little relief
from any cyclical "crisis" period the
insurance industry might pass
through in the future. In particular,
implementation of srch damages at
the federal level wot d create inflex-
ibility and would ¢ .minate states’
abilities to make their own judg-
ments. ...

National Association ol Attorneys General
Reoon May 1986



Statistics from State Courts

In Colorado, the population in-
creased 37.9% between 19°?."
and 1985, but personal Injur
suits increased by less than 21V.

In Connecticut in 1984-c'j,
there were only 3 awaids of
51,000,000 or more. Of the 12
product liability cases, the plaintiff
won iri 7; of 23 medical negli-
gence cases, only 5 plaintiffs won.

The Delawara Superior Courtin
New Castle County found only 3
jury awards of $1,000,000 or
more between 1980 and 1985,
and two of these were in libel
cases. The Annual Report of the
Delaware Judiciary states that to-
tal damage claims from 1984-85
were down by 4%, and 1985 had
421 fewer claims thr  1980.

;.1 Florida, defendants won al-
most half of all torts verdicts, and
more than 85% of the awards for
plaintiffs were less than 550,000.
The number of medical negli-
gence cases dropped from 6% of
total filings in 1983 to 1.8% in
1984 and 1985.

In Georgia, defendants won a
majority of cases; the highest
award to a pla stiff in 1985 was
$78,500.

In Indiana, the Supreme Court
upheld omy 4 awards of punitive
damages in the 35 years between
1950 and 1985.

In lowa, tort filings decreased
by 12% from 1981 to 1985. Med-

ical negligence and product liabili-
ty cases accounted for only 3% of
total tort awards.

The Maine 1986 Judicial De-
oartment Report revealed that

‘nee 1980, civil filings have stead-
decreased. with a total de-

tase of 17.4%.

\ Minnesota, statewide data in-
die 'e that less than 20% of all
civi lings are personal injury ac-
tionl jury verdicts remained rela-
tively constant in Hennepin Coun-
ty (Minneapolis-St. Paul) and were
lower in 1985 than in 1981.

A study in New Jersey of jury
verdicts from January 1980
through February 1984 showed
th=* .erdicts of over $300,000
were awarded in only 43 cases.

The South Carolina Jury Verdict
Research Project has concluded
that in that slate product liability
cases accounted for only 2% to
5% of all verdicts.

InTexas, there were only 16
medical negligence jury verdicts in
1984; and in 1985 there were
only 15; in 1984 there were 24
jury verdicts in product liability
cases, and in 1985 only 12.

In Washington State, tort filings
per 10,000 persons have neld
steady since 1976.

The Supreme Court of Vermont
reported a 2.3% increase from
June 30,1985 to June 30.1986
in all civil suits.

[hy Federal Court
F|I|r¥gs Rise

If we break down the overall in-
crease we notice that the increase
in filings over t'c - ne years
(1975-84) isheavi. jncentrated
In a few areas....

Half the total increase is ac-
counted for by two giant increas-
es—recovery cases and social sec-
urity cases. Each is the result of
deliberate and calculated official
policy—to recover overpayment of
veterans' benefits by | gation and
to curtail disability benefits by sum-
marily removing beneficiaries from
the rolls. Is the 412% increase in

%IS|F'[UF Reaches
ltsRope

New Mexico enacted a number of
laws some tim. ago that it sup-
posed would solve the problem of
availability and affordability of insur-
ance. In January 1987, an interim
legislative committee reported to
the 38th Legislature. That report
was elogquent in its frustration.

The committee was charged with
examining whether changes in the
laws governing the civil-justice sys-
tem solve the problem of increased
insurance premiums in all aspects
of our society. Among the commit-
tee's findings;

¢ There is an insurance premi-
um crisis in New Mexico evidenced
by massive increases in premiums
in all areas of tort liability insurance.

As early as 1976 New Mexico
had enacted changes which the
advocates of tort reform designat-
ed as the most important require-
ments to stem the tide of insurance
premium increases.

In 1976, governmental liability
was capped at $300,000 per per-
son and S500.000 per accident—
among the most restrictive in the
nation. Similar caps were placed on
non-medical damages in medical
negligence awards, and both kinds
of cases were given new. shorter
statutes of limitation. In 1986 New
Mexico I'mued dram shop liability;
the New Mexico courts had earlier
abolished joint and several liability
and institu.ed a system of propor-
tioned negligence.

« Despite all these "tort reform"

social security cases to be under-
stood as an outbreak of litigious-
ness among social security claim-
ants’ Does it make sense to take
the 668% increase in recovery
cases as evidence of an outbreak of
litigiousness among federal offi-
cials? bke social security recipients
whose disability payments were ter-
minated. federal officials were con-
fronted with a problem and turned
to the courts to solve it because
nothing better was at hand.

Pto'nvx more center.
"The Oiy Aftef the Ut-gaaon Dooson

changes. New Mexico was exper-
iencing skyrocketing insurance
premiums (insurance for the city of
Roswell lumped from $87,000 per
year to S677.000 per year).

* There has been no demon-
strable evidence that enacting tort
reforms results in rate relief.

*« New Mexico's tort reforms
have not reduced insurance rates
for general liability insurance.

* The committee found no evi-
dence of a litigation explosion in
New Mexico, nor was there any evi-
dence of excessive judgments in
tort cases.

* New Mexico is the eighth most
profitable state in the nation for in-
surance carriers as expressed in
the ratio of insurance premiums
earned by general liability earners to
claims paid by those carriers. New
Mexico premium payers, therefore,
are inthe unenviable position of sub-
sidizing claimants in other states.

e Thus, what the insurance in-
dustry appears to be doing is at-
tempting to keep us economic port-
folic current by raising rates not in
response to casualty losses, but
rather in response to the downtrend
in investment profitability.

The New Mexico committee con-
cluded:

1. There is no litigation crisis or
“tort reform" crisis in New Mexico.

2. There is an insurance premium
crisis in New Mexico that is unrelat-
ed to the amount or quality of tort
litigation in this state.



THE
HIDES

Why Insurers Love
h yrax Code

When a policyholder files a claim,
the Insurance company estimates
what its ultimate payment will be
and sets that money aside into a
*loss reserve.* The money may not
actually be paid out for years, espe-
cially if damage disputes are
dragged though the courts. More-
over, insurers may also reserve for
claims that have not yet been
made—and may never be made.
But for tax purposes that money is
deducted as an expense. Using this
privilege, companies salt away bil-
lions of dollars.

Meanwhile, the insurance com-
pany invests the loss reserve in
bonds, real estate, or the stock mar-

ket, and garners a profit.
Consumer Reports. August 1986
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The debate has been hindered by an unwillingness on ‘'he part of the
nation's insurance companies to open their books for icrutiny.
Houston Business Joums Aonl 27. 1?87

How Insurance Companies
Prosper. ..

They Pay Out Less
Than They Take in

Since 1967 it appears that insurers

have been paying out less and less
i 80 - ol what they take in.

Source: A. M. Best
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Premiums Skyrocket ™
While Claims Drop V

Source: Kansas City Times S/13/86 ._£
Responses from 576 Missouri

public ensiles (cities, ..jj®@ itt'r n r -

counties, .
school and water 1E?2&
districts)
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In Missouri, it seems, the less trou-
ble you cause the insurers, the more
they'll charge you: Claims in 1985
were lower than they had been in
1983, but the premiums munid- -
palities paid shot through the roof
into the stratosphere.  #

liability Claims Paid'
Premiums Paid
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-How Missouri Nursing Home.Insurance J

~Premium Dollars Were Spent”™ ™ /\m/\ S
1981-1985 ‘ |

-jAWwugtfovortha previous*»
*5 years insurers hadtopay”
JMissouri nursing homes
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‘premiums/rates went up™
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hLId Care a
Business?
Not for the Insurers

In 1985, the highest claim paid out
for a child care program was
515.000. Inasurvey by the Nation-
al Association for the Education of
“Young Children (NAEYC) reported
early in 1986,90 percent of those
rurveyed had never had a claim. Of
the few that did, 8 out of 10 had to-
tal claim' of less than S500.

And v.hjt did the child care busi-
ness getas areward for such good
behavior? In 1985. insurers can-
celled insurance for two-thirds of
the small family day care homes
and one-third of the child care cen-
ters. because they were ‘unprof-
itable.*

Child care, according to the re-
port. was included among the in-
dustry's list of unprofitable busi-
nesses on the basis of statistics
that merged child care with foster
care, nursing home care and a
number of other businesses.

In 1985, the NAEYC was getting
200 phone calls a week about rate
hikes, coverage cutbacks, and can-
cellations. The NAEYC decided to
document the problem. To its sur-
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prise. arandom, national sample of
child care providers proved there
was no problem, from a risk point of
view. 'The cause of the cnsis in lia-
bility lies primarily within the insur-
ance industry.* the report says
flatly. According to Marilyn Smith,
executive director of N 1EYC. "We've
asked the insurance industry for
evidence of large child care claims
and they haven't produced it. Con-
gressional hearings, convened ro
examine the evidence, came up
empty-handed.*

The report revealed thatin 1985,
claims paid out amounted to only 6
percentof total premiums. As Smith
says, ‘Child care is a sound insur-
ance risk—the CIGNA insurance
company, which is one of the few
that is still writing child care policies,
has made S5 million in the last 9
months on child care. It looks to me
as if we have paid for their ad
campaign.

‘Itistragic that pa ents will need
to pay more for child care and qual-
ity may deteriorate in some pro-
grams because dollars that could
serve children are instead going to-
ward exorbitant and unjustified in-
surance premiums.

‘Tort reform will not help much
where there are no torts.*
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The Hon. James J. Florio, Chairman, House Subcommittee on
Commerce, Consumer Protection
and Competitiveness

How Bad Is |t
For Insurers?

The National Association of Attor-
neys General, after extensive study,
came to the following conclusions
in its 1986 report. "An Analysis of
theCauses of the Current Crisis of
Unavailability and Unaffordability of
Liability Insurance":

Conclusion 41: The property/cas-
ualty industry is in adequate and in-
deed improving financial condition.

Conclusion 42: There have not

been vastor explosive increases in
claims and payments to vitums.

Conclusion 43: The cyclical na-
ture of the industry itself, and not
any change in tort claims, is largely
responsible for the current ‘crisis.’

Conclusion 44: Changes in the
civil justice system are not likely to
solve the currentor future problems
in availability and affordability of lia-
bility insurance.
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Washin3ton Post,
November 28,1986
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‘The Not-So-Simple Crisis’
American Lawyer, May 1986

When Is a Loss
Not a Loss?

In 1985, the property-casualty in-
surance industry somehow man-
aged to announce a $5.5 billion loss
while still posting a $5 billion profit.

Charging the industry with fraud,
J. Roben Hunter, president of the
National Insurance Consumer Or-
ganization. explained how insurers
do arithmetic—not like you and | do.
believe me. Hunter described what
insurers consider losses:

* $2.1 billion was dispersed as

3 Bredfitn” O

*We'H see this one again." began a
September 1,1986 editorial in the
Journal of Commerce: it went on:
“Consumer advocates opposed to
the insurance industry have been
fond of accusing some of the indus-
try leaders of collusion by quoting
them—out of context, we think—

rgfglrﬁwg]nly Wl‘rw]ererpaaductll
on

Im act—w er? t

mos agﬂnl ficantly a ect-

en

ECISIOH é%(ln —ha?
?ﬁn |n (LU I¥10
S€ na IS Sd
roiyucts NOVE Beconte
sa er, man acturm
rocedurgs ?
|mrProve
Be instUchions.
ave eche more
explicit
Nathan Weber, “Product Liability:
The Corporate Response-
(Conference Board, 1987), a

survey of the risk managers
of 932 maior corporations

optional dividends to stockholders.

« $1.9 billion was in taxes, but
the industry forgot to mention that
these were rebated.

* $6.5 billion was in realized and
unrealized capital gains.

The U.S. Government Accounting
Office in April 1987 makes this
straightforward statement:

“The property/casualtv industry
had a $19 billion after-tax profit for
1986 and an $81 billion profit over
the ten-year period 1976 through
1985

Don't you vrish you had losses
like these?

for pronouncements they've made
at insurance meetings about how
the industry must move to recover.’
It then quoted James T. Lynn, chair-
man of Aetna Life & Casualty, an-
nouncing very strong results of the
second quarter of 1986: ' However,
casualty/property earnings must
continue t mprove to compensate
for the looses and inadequate re-
turns of recent years."

Kﬂrme,§umpt|ons

No one can predict precisely what
the impact of tort reform would be
on premiums. But with the proper
assumptions, variables such as
claims settlements and underwrit-
ing experience can be worked into
the necessary formulas to make
projections.
JimciK Gone.
Eiecutivt (Vector.

Amencan Tort Reform Auocuoon
(@aDuw*i* irouo)

Justice in Black
an(s Whﬂe

On March 21.1981. the beaten and
slashed body of a black 19-year-old
named Michael Donald was found
hanging from atree in a Mobile, Al-
abama surburb.

That day Donald's mother ran
into Michael Figures, a state sena-
tor who lives in the neighborhood
and who is a lawyer in Mobile. He
has been working on the case pro
bono ever since, in close coopera-
tion with the lawyers of the South-
ern Poverty Law Center.

The two people who actually
lynched Michael Donald were con-
victed on criminal charges—one
was sentenced to a life term and
one to death. But it was a civil
lawsuit—a wrongful death action
brought against the United Klar.s of
Amenca—that achieved true justice
for the family of Michael Donald.

The lawyers who represent Mrs.
Donald stressed to the iury that,
although no amount of money
would bring her son back to her.
only a large verdict would bring
strong enough massage to the Klan
that their philosophy of hatred and
violence will no longer be tolerated.
The all-white jury agreed. On Febru-
ary 12, 1987, Mrs. Donald ias
awarded $7 million in damages.

Lynn's statement is worth re-
membering, so here itis again. Be-
cause, as the Journalot Commerce
wisely pointed out. ' It certainly does
nothing to quiet the allegations that
the insurance industry, with dramat-
ic premium rises, is making its cus-
tomers pay for its management mis-
takes during the cash flow under-
writing years.” Just what we've
been saying right along.



What Some Doctors
Have to Say

The greatest cause of malpractice
is malpractice. You must under-
stand that some of the malpractice
out there is so grievous, offensive,
and implausible as to beggar the
imagination. Without real malprac-
tice, we would not have this prob-

lem.
Barry S Scftfnm. M D.
CVector of Watemaifetai Meocme
Pasadena s Hunongton Memorial Howxtal
Mow. X ** 21. 1085

| used to go out and talk to all the
hospitals around here. I told them if
you have premature babies, you
should send them to a center that
can take care of them. Then | ap-
peared...one case. All of a sudden,
all the babies started getting sent

where they should be
Davx) Abramson. M D
Wasnm*ton. OC
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Only once has the Supreme Court

Products
of Arkansas allowed a jury award of
punitive damages to stand in a
product liability case. The product
was an artificial breathing machine
widely used by anesthesiologists
during surgery. The case was Airco.
Inc. v. Simmons First National Bank.
The breathing machine had an un-
necessary valve that increased the
likelihood of operator error that
would cause death or serious brain
injury. Only when the punitive dam-
age award as upheld at the Su-
preme Court level did the company
stop selling the valves and tell users
to disable all valves in place.

In May 1980. Georgia Huching-
son, awoman in her mid-sixties, had
surgery at a hospital in Little Rock,
Arkansas, for suspected brain can-
cer. It turned out that she did nut
have a malignancy and. had things
not gone awry during surgery, she
would have had an excellent chance
for recovery.

At limes during surgery, it is
necessary to aoply pressure so that
the lungs expand and contract as
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John Adriana, M.D.,
New Orleans anesthesiologist
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Sidney Wolfe, M.D.

they do in natural breathing. In the
course of a typical operation, the
pressure is provided sometimej by
a flexible bag, which the anesthetist
squeezes and releases by hand,
and at other times by the artificial
breatning machine, a ventilator that
also creates alternating pressure. It
is usually necessary to switch Lack
and forth between bag and ven-
tilator.

The Airco ventilator used on Mrs.
Huchingson had two ways to make
the switch: One was by manually
connecting the hose—a method
that takes about 10 seconds and
involves no hazard to the patient.
The other relied on an optional ac-
cessory called a selector valve, a
device attached to the ventilator, it
had three ports, all the same size,
placed very close together.

Before Mrs. Huchmgson's sur-
gery. hoses had been attached to
the right-hand port on the selector
valve, and. incorrectly, on the mid-
dle port, where only a bag should
have been connected. Because the
ports looked alike, were so close to-
gether, and lacked adequate warn-
ing labels and signs, a nurse-anes-
thetist mistakenly attached the
hose hanging from the middle port
instead of a bag during the opera-
tion. The improper connection
pumped air into the lungs of Mrs.

H}e Problems of
orida Doctors

In the spring of 1986. the Orlando
Ser.. " '/published an authoritative
six-part series on medical negli-
gence and malpractice litigation in
Floii*a. with national commentary.

This, is one revelation:

Five obstetricians at the Universi-
ty of Minnesota analyzed 220 mal-
practice claims nationwide involving
childbirth. The claims had been paid
by the St. Paul Fire and Marine In-
surance Co. between 1980 and
1982. The researchers found that
the doctors in those cases had mis-
handled 68 percent of the risks as-
sociated with delivery.

The Sentinel also reported on the
work of Bonnie Berry, a former
University of Miami sociologist who
had reviewed every case of dis-
cipline against Florida doctors be-
tween 1980 and mid-1984, when

Huchingson. with no way for it to es-
cape. The build up of pressure and
lack of oxygen severely damaged
her lungs and brain.

Mrs. Huchingson lived in a coma
for 16 months after the surgery and
required round-the-clock nursing at
a cost of more than 5300,000.

At trial, expert testimony, includ-
ing that of th? Airco engineer who
had designed the ventilator and the
selector valve, showed that the
company designed, manufactured,
sold, and persisted in selling the
valve even though it should have
known the device was inherently
dangerous. As the appeal court
said, "The manufacturer knew from
the outset, by its own testing, that
an unnecessary component of the
product was so deadly that it should
never have been made available to
the public.”

Before marketing the machine.
Airco had field-tested the ventilator
and selector at 30 sites throughout
the country. Although reports were
generally unfavorc.jie. the compa-
ny manufactured and sold the prod-
uct anyway.

Two members of the medical
partnership that was a defendant in
the case testified that they did not
learn until after the Huchingson in-
jury that the ventilator could be
used without the selector valve.

insurance companies paid malprac-
tice claims on behalf of 2.239 Hon-
da doctors. During that period,
Professor Berry's research rev-
ealed. the Department of Profes-
sional Registration had filed mal-
practice charges against only 45
doctors and only 21 were disciplin-
ed. "My non-scientific and gut feel-
ing." she said, "is that the patients
are not seen as important pans of
this entire.. .process."

Among the cases discussed in
the series was the following: '‘By the
time state officials were told about
a problem doctor at Fish Memorial
Hospital in New Smyrna Beach five
years ago. records show dthat the
physician had been seen under the
influence of alcohol in the hospital
many times by 14 doctors, nurses
and administrators Yet the
hospital reported the doctor to state
officials only after hptng sued for
not doing so."

One of the doctors said directly that
the valve "is absolutely a time
bomb, and anybody that sits there
and connects it a few thousand
times... (is) going to misconnect
it sooner or later."

The jury awarded compensatory
damages of S1.070.000 and puni-
tive damages of S3.000.000
against Airco. whose net worth ex-
ceeded S607,000.000.

Airco had argued that it took a
combination of nine separate acts
of negligence (most of which were
attributed to the nurse-anesthetist)
to bring about Mrs. Huchmgson's
injuries, but as Justice Smith said
for the Arkansas Supreme Court,
"That possibility of miury could have
been eliminated had Airco simply
put the ventilator on the market
without the optional but lethal se-
lector.” When the court upheld the
punitive damage award in 1982.
two years after Georgia Huchingson
was miured, that is exactly what
Airco did.

Of the 19 million operations per-
formed annually while Airco sold the
defective ventilator, about 25.000
deaths on the operating table were
listed as "cause of death unknown,"
and it is impossible to determine
how many of these were brought
about by mistakes relating to the
selector valve.
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Consumer-initiated product safety lawsuits have been effective in
modifying or pulling from the market the following products:

Asbestos

In a landmark case In Texas in
1973, the court found that Johns
Manville and other companies that
manufactured asbestos had failed
to warn their employees of the
Ithown hazards of working with as-
bestos. The manufacturers of as-
bestos had failed to test their
products and left the products on
the market for 50 years knowing
full well that they could cause as-
bestosis (a cancerous bronchial
disease). Twenty-one million Ameri-
cans have fcjen exposed to as-
bestos in the workplace. Twenty
thousand Americans die each year
from cancer caused by asbestos.
Federal legislation now requires
that asbestos be removed from
public buildings, and removal
projects are currently underway
throughout the country.

Blenders

Tim Little was helping his mother
make browses, when the blender
unexpectedly came unscrewed
from its base. Tim reached for the
blender and his hand struck the
whirling blades. Tim needed sur-
gery to repair several tendons and
anerve in his hand. One tendon had
been so badly shredded that it
could not be repaired. Tim will
never regain complete motion In all
his fingers.

The design of the blender caused
the container to detach from the
base when sufficient torque was
created inside the container. This
tended to happen often when thick
substances, like batter, were blend-
ed. The company knew this but
failed to caution customers in the
handbook for the blender.

If Tim had not been able to sue
the manufacturer, his family would
have had to absorb the costs of all
his medical bills.

12

Chainsaws

Chainsaws have been redesigned
as a result of product liability
lawsuits. A woodcutter's family was
awarded $345,000 in compensato-
ry damages after the court deter-
mined that his death was caused by
adefectin the saw. Safety devices
including chain brakes and hand
shields are now standard on most
brands of chainsaws.

DES

DES was prescribed in the 1950s
for women prone to miscarriage. It
was marketed without testing by
several hundred pharmaceutical
firms, making it difficult, if not im-
possible. to identify the specific
manufacturer when filing suit. The
daughters of these women are
prone to vaginal and cervical can-
cer, and many suffer steriH; -an
estimated 3 million women. In a
leading case involving DES it was
found that proper testing would
have revealed the cancer problem
in female offspring.

Diano Containers

Dranodrain cleaner's packagingwas
modified after a woman lost her
sight from the explosion of a Drano
container with an unsafe screw top.
The housewife (48) was awarded
$910,000 in compensatory and pu-
nitive damages in 1970.

E\%%mable Children's

Lawsuits involving flammable fab-
rics used in making childrens' cloth-
ing have led to the strengthening of
federal flammability standards. The
courts exposed the fact that the
manufacturers had known their
dangerous products could not pass
the federal safety test.

Ford Pintos

Ford testing revealed design prob-
lems in the Pinto gas tank; when the
Pinto was hit from the rear at 21
mph, fuel leakage exceeded feder-
al standards. This information was
forwarded to the highest level of
Ford's management, who decided
to go ahead with production despite
the defect The necessary design
changes would have cost Ford less
than $15 a car. The decision was
repeated with the Mustang Il. which
had similar defects. Only after suc-
cessful lawsuits on behalf of injured
victims were the Pinto and the Mus-
tang Il recalled and mcjified.

Formaldehyde

Formaldehyde is still used in wood
products such as paneling and the
particle board used to build mobile
homes. The fumes can cause can-
cer and other illnesses.

One woman and her two children
experienced health problems a few
months after moving into their new
mobile home. One child was hos-
pitalized for chemical hepatitis. The
jurors found that the home was un-
fit for human habitation. They also
found that the manufacturer had
knowingly violated the Texas De-
ceptive Trade Practices Act and
was neg'igent in failing to warn
ofthe formaldehyde contentin the
home. The victims were awarded
$178, 904 in compensatory and
$21,105 in punitive damages.

teEnaIional Harvestor
ractors

The gas tanks on International Har-
vestor tractors had a defective vent
hole which caused burning gasoline
to geyser onto drivers. Even after
receiving notice of severe injuries to
anumber of farmers, the manufac-
turer continued to market farm trac-
tors with the defective fuel caps and
fuel tanks. Only after juries began
awarding compensatory and puni-
tive damages did the manufac-
turers change the defective design.

N WHEN
AFETY.

Kissing Dolls

The kissing doll contained stuffing
that had been treated with a pesti-
cide which had chlordane in it. One
doll had been left outside overnight
and the morning dew activated the
pesticide. An ei**"" ear-old girl was
injured when : exposed to
the pesticide when she kissed and
held the doll.

The manufacturer pui'ed the toy
from the market when it was noti-
fied by the family's lawyer that suit
would be filed for compensation for
the injuries to the ittle girl.

Pickup Tiucks

Most pickup trucks used to have
their gas tanks behind the seat. In
rear-end mid side collisions and
roll-overs, ne tank often ruptured,
spilling gas into the passenger com-
partment. If rnyone was smoking or
a spark ignited the fuel, the oc-
cupants were often killed or badly
burned. Consumers began com-
plaining about miuries soon after
the introduction of these tanks in
1956. but they were not removed
from the market until 1973, after
plaintiffs were successful :n a series
of cases.

Zenith TVs

Zenith, starting in 1972. received
over 300 complaints about fires
caused by a defective resistor in the
back of Zenith color TVs. This type
of TV caused a fire in the Lieutenant
Governor's apartmentattheT exas
State Capitol, which killed one per-
son and seriously damaged the
building. The state sued the man-
ufacturer. thi wholesa'er. and the
retailer undei the doctrine of joint
and several liability and for treble
damages under the deceptive trade
practices act. The state invested
$100,000 in expenses (not includ-
ing attorney's fees) and settled for
$1.3 million in damages, or 80% of
the cost of repairing the Capitol
building.
fAO SHKT
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Funitive Damages—

Whenthe Corporation

Doesn't Care

As the American Lawyer said, "A
large company thatdeliberately de-
cides, at the costof several lives, to
evade a safety regulation or market
a product that its own people fear
is unsafe needs to have millions as-
sessed against it for the punish-
ment to hurt”

Punitive damages are just that:
punishment of a corporation that
knows its product will hurt or Kkill
people, and markets it anyway.

Are punitive damages actually
battering corporations too much?
Should they be limited by legisla-
tion? Only the U.S. Justice Depart-
ment seems to think so, and in
response the National Association
of Attorney;' General said unequivo-
cally: "The figures presented by the
Justice Department Report are
merningless.”

T1.' Rand Corporation's Institute
for Civ,; lustice, whose board is
dominated by insurance industry
figures, in 1987 released a sum-
mary of its research results on "Pu-
nitive Damages... How Much and
To Whom." Among the findings:

e The few large awards have
skewed the totals.

« In 25 years the frequency of
punitive awards in personal injury
cases has changed little.

« Punitive damages were rarely
gran, tin personal injury cases in
any jurisdiction—they are far more
frequent in business contract liti-
gation.

« Inabout half the trials, punitive
awards were reduced, and the re-
ductions were greatest in personal
injury trials. As aresult of post-trial
action, plaintiffs actually received
only about half the money awarded
by juries.

yV"p

What is Your Life Worth?

Figures ustd by Ford
lo calculate the value
ot's human hie

Ford knew thB Pinto was likely to

explode if hit from behind. The man-
agement did a cost benefit analysis,

estimating that 180 people would

die and 1BO0 be injured, and decided

it would be cheaper to sacnlice
those people than to fix the car.

Bhe Courté Clamp.
own on Construction

In May 1982. Clyde McWilliams, a
construction carpenter, was work-
ing on a 30-story condominium in
Seattle. The core of the building—
its concrete skeleton—was being
constructed. During this stage, con-
crete is poured one floor at a time.
Steel and lumber forms are used as
molds and then removed when the
concrete has set. Each form is
about 40 feet from end to end.
McWilliams’s job was to unfasten
the forms after the concerte hard-
ened. As he stood on the edge of
the concrete core, a tower crane,
which the construction company
had leased from the Mobile Crane
Company, hooked on to the form
and nursed it out of the core.

The tower crane had been in
operation on the site daily for about
two months. The deadend of the lift
line thatran around the pulley at the
end of the crane was secured with
U-bolt clamps. With use. the lift line
cable stretches like taffy. As it
stretches, it defeats the clamping
effect of the U-bolts.

Suddently the ' ft line attaching
the spreader bar to the crane gave
way. The bar dropped on McWil-
liams. first striking his right shoulder
and then his right foot. The blow
severed the nerve to McWilliams'

1871 CotU

Miscellaneous Accident Cost—1200
Funeral—S900

Employer Losses— S1.000
Insurance Administration—84,700

Medical Costs: Hospital—$700"""

Property Damage— S1.500

Legal and Court—13.000
Victim's Pain and Suffering— $10,000
Assels (Lost Consumption)— $5,000

Total per Fatality: 5200,725

Table Irom "Pinto Madness." by Mark Dowie in
Mother Jones Sept./Oct. 1977. page 18. Based on
National Highway Traffic Safety Administration study
used by Ford In Cost-Bencfit, ysis.

deltoid, the main shoulder muscle,
and crushed the br-nes in his foot.
He spent three weeks in the hospi-
tal and a year in rehabilitation.

His injuries are permanent. Mc-
Williams cannot lift his arm above
his shoulder and walks with a limp
He has lost his ability to balance and
canno; climb. A single parent with
three children, McWilliams was 36
at the time of the accident, earned
$33,000 a year, and was looking
forward to a bright future in Seat-
tle's booming construction industry.

The crane company claimed the
accidentwas due to operator error:
The bolts holding the mold had not
been properly released, the cement
had not cured, and the crane oper-
ator had overloaded the crane.

McWilliams's lawyer studied the
engineering theory involved and
was able to show that the crane was
not overloaded. He set out to prove
that securing the cable with U-boltr
was inherently unsafe because of
the known stretching properties of
steel cable wound around hemp. He
even climbed up 180 feet onto the
topmost part of the crane above the
cab—the rooster tail. "lI've never
been so scared in my life." he says.
At the boom end of the crane, he
saw a simple fastening device
known as a becket and thimble,
which tightens the connection as

cable stretches. The cable pulls

Dm Haarug

the thimble against tops inside the
becket. and the more pull exerted
on the cable, the tighter the con-
nection becomes.

When the lawyer asked the crane
company owner why U-bolts were
not used to secure the boom, the
answer was that if they were, "the
whole boom would come aown"—
a damaging admission.

The becket and thimble was ef-
fective. economical, and well-known
as a fail safe fastening device. If the
becket and thimble had been used
to secure the lifttine, the only way
a load could be dropped would be
because ol cable failure.

For the two-and-a-half years the
case was pending, the defendant
continued to secure the deadend of
the lift line on all its tower cranes
with U-bolts. One week before trial,
the parties agreed to settle the case
for $675,000.

Within a few weeks of the settle-
ment the Mobile Crane Company
and all other lessors of cranes in the
Seattle area replaced U-bolts on all
their tower cranes with becket-and-
thimble attachments. The cost per
modification was less than $40.

As the lawyer for Clyde McWil-
liams made clear, "While the inflic-
tion of an injury on a human being
often does rot inspire subsequent
safety measures, a successful law-
suit almost invariably does."
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hould There be
Eedgral Legleslation?

In May and June 1986, the House
Energy and Commerce Subcommit-
tee on Commerce, Transportation
and Tourism held seven days of
hearings. The subcommittee iden-
tified seven critical problems: wide-
spread and substantial rate in-
creases; insurer withdrawal from
entire areas, including pollution
control and child care; the sudden
rash of arbitrary cancellations: re-
striction of coverage; inability of
states to identify financially troubled
Insurance companies because of
unreliable data: state regulation of
reinsurance: and capability of states
to supervise the liability insurance
market s

The subcommittee chairman,
James J. Florio (D-NJ).said, *It is not
appropriate at this moment for the
federal government to assume pri-
mary responsibility. But the public's
patience is not unlimited. The states
must act." The information was to
have been supplied by January 15,
1987.

Florio said that there were pro-
posals during the hearings to
change the civil justice system, but
«it is apparent from our hearings
that no evidence is available to
demonstrate that drastic restric-
tions on the rights of injured parties
will solve the insurance crisis. The
data on claims have not been forth-
coming The jury verdict statis-
tics are riddled with holes."

Atthe same time the Subcommit-
tee on Monopolies and Commercial
Law of the House Judicic «Commit-
tee was also investigating the insur-
ance crisis. The chairman of the

Judiciary Committee, Peter W. Rodi-
no, Jr. (D-NJ), had this to say:

The companies say they are
losing money on underwriting.
But the (actsreveal that, over the
past dt-ade, they have paid out
only 29 cents to 57 cents in
claims and allocated loss adjust-
ment cmenses. such as defense
costs. ... every premium dollar
they have taken in. Actually, the
cash picture is much more
favorable to the industry than this
because investment income has
not been added in. Moreover, the
payout to policyholders is lower
than these figures indicate be-
cause the loss figures include
some loss adiustment expenses.
The so-called “losses" are really
paper losses, calculated by
deducting reserve amounts that
the companies retain and invest.
Evenin the troubled lines, such as
day care, the companies are tak-
ing in twice as much as they are
paying out in claims. At a mini-
mum. what this shows is that the
claims of losses are almost wholly
speculative.

Rodino pointed out that for prod-
uct liability, of the premium dollars
taken in over the past ten years,
less than half had been paid back
out. and the line had produced a
positive cash flow of S2.6 billion,
not including investment income.
"In view of figures like these," Rodi-
no said, "I question how the compa-
nies can claim they are losing
money.

“Insurance companies have yet
to justify their actions by producing
actual payments and claims infor-
mation." he said.
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Thomas Jefferson, Letters to Thomas Paine (17E9)
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The More Things
Cmange... ’

Tenyears ago, during the lastregu-
larly scheduled insurance crisis, the
Small Business Subcommittee in
the U.S. House of Representatives
was receiving complaints of un-
believably high premium increases
and decided to initiate hearings. In
1986, the chairman of that commit-
tee. John LaFalce (D-NY), spoke
aboutwhat he had learned in 1975.

I quickly found out that in the in-
surance industry appearances
can often be deceiving. | quickly
found out that the vocabulary ot
the insurance industry differs
markedly from the vocabulary
that you and | ordinanly use. Their
definition or use of a word would
often differ from our definition of
that same word.

‘mof example, the word "losses."
Yo j and | might think that we
knew what a loss is: It means
something that has been tost,
rather simple. Well, not so within
the insurance industry.

Inthe insurance industry ... if
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Today, the only recourse for the vic-
tim of malpractice is the legal sys-
tem: suing the doctor or the
hospital____

It is the failure of the state to ef-
fectively discipline bad doctors and
of hospitals to effectively curb mal-
practice through more rigorous
oversight procedures that's forced
more injured patients to turn to the

courts for help. .
nervy*) Threwrid
XBC New* Ciosevo.
becemoer jr. 1386

PROVE T SPRTEN.

you use the word "loss" in con-
necoon with ratemakmg. it means
something quite different. Thus,
when the insurance industry for
purposes of State financial report-
ing uses the word "loss." it means
thatwhich it paidout But the
industry also means that which it
has set aside as reserves for
those claims that have been
reported to it In other words,
"loss" in this context includes not
justwhat is actually paid out. but
estimates of future payouts as
well.

... The insurance industry also
includes within its definition of
"loss." reserves that have been
set aside for claims that it says
probably have occurred, but of
which it has absolutely no knowl-
edge whatsoever. It calls these
losses IBNR {incurred but not re-
ported). However, when it uses
the word "loss' within the context
of ratemakmg. it does not include
IBNR because it is deemed statis-
tically unreliable—and that's put-
ting it mildly.

The malpractice crisis is real, butits
causes have been misunderstood
and the solutions have failed. The
medical profession must be more
conscientious about admitting its
mistakes. The states must be more
diligent about stopping those who
are persistently guilty of them. And
if the insurance companies can't
give a better accounting of why
their malpractice rates for doctors
are so alarmingly high, then the fed-
eral and state governments will
have to do it for them, and find a
means to guarantee that those
rates are reasonable. Even the;ithe
malpractice crisis will threaten allot
us until the government, the hospi-
tals. and the doctors themselves
find the will to remedy the fun-
damental cause of it: malpractice
itself.

ABCNWM Comud.
Ctcemtxr 27, 1986
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Why | Vetoed
Tort Reform

Bruce Babbitt.
former Governor of Arizona

... Asa nation, we have tradition-
ally chosen two ways to deter un-
safe corporate behavior: regulation
and the threat of litigation. The ad-
vantage the jury system has over
the bureaucratic approach is. first,
its thoroughness. No number of
federal or state safety inspectors
can hope to provide the same level
of deterrence that our Amencan
jury system provides. In fact, our
notions of free enterprise probably
would prohibit the levels of bureau-
cratic intrusion that would be nec-
essary to provide the same level of
safety that the legal system docs.

Second, our judicial system has
an advantage of flexibility. In this

age of constant development of
new products and, therefore, of
new hazards to both consumer and
environment, the body of law that
has been carefully erafteo over the
last two centuries to protect Ameri-
cans from those corporate hazards
has consistently proven more flexi-
ble. more adaptable to the changing
times. This legal system has also
proven to be more deliberative and
more cautious in its adaptation of
the law to changing concepts of jus-
tice and social responsibility.

In light of the undeniable social
value of an effective civil justice sys-
tem. the burden of proof must rest
with those who would radically alter

The Key to Hotel Safety

In King v. Trans-Sterling. the effects
of the verdict were greater than the
monetary award. Not only did the
defendants take significant action
to prevent future harm, but the ver-
dictsent amessage thatwas heed-
ed by other potential defendants—
in this instance the hotel industry.

On August 21. 1982, a Chicago
woman. Julia King, and her mother-
in-law. Dorothy Williams, were vaca-
tioning at the Stardust hotel and
Casino in Las Vegas. That night they
had been in the casino, and atabout
10:30 Julia King went up to her
room to pick up tickets for a show.
Mrs. King used her room key to
open the door. As she moved to
turn on the light, she was grabbed
by a man who held a knife to her
throat and threatened to kill her if
she screamed. She begged him not
to hurt her. He used the knife to cut
her dress and pantyhose from her
body, and lied her hands behind her
back with a curtain cord. He then
took a washcloth, stuffed it in her
mouth, and used her pantyhose to
wrap the gag in place. He proceed-
ed to rape her vagmally and rectal-
ly. tied her feet with more cord,
rummaged through her purse (tak-
ing about S60 in cash), and finally
left the room.

At 11 o'clock Mrs. King's mother-
in-law asked a security guard to
come with her to check the room,
where they found Mrs. King naked:

she was still bound and gagged.
At the Las Vegas hospital where
Mrs. King was treated, she required
more sedation, according to the
emergency room nurse, than had
been administered to any of the
more than 130 rape victims she
had treated. When Julia King re-
turned home to Chicago, she began
treatment with a psychologist and
continued in treatment for several
years. An expert witness testified at
the trial that Mrs. King suffered per-
manent and chronic post-traumatic
stress disorder as a result of the
rape atthe Stardust. She also devel-
oped a skin disorder diagnosed as
a combination of lupus v,-ythmato-
sis and vitigilo. both diseases of the
immune system, the onsetofwhich
was found to have been precipitat-
ed by the trauma of the rape.
During the trial, a great deal of
evidence proved that the security
system at the Stardustwas a farce.
Patrols of the building were sporad-
ic at best, despite the fact that key-
clock stations supposedly insured a
regular foot patrol. The stations
were unused on the day of the as-
sault. had not been in use for
months, and perhaps had never
been used. Although more than
125 closed-circuit video cameras
were in operation at the hotel, the
wing containing Mrs. King's room
was totally unprotected. Guests
were given a false sense of secun-

this carefully balanced legal system.
In the 1986 legislative session. |
was presented with five bills to en-
actsuch drastic changes, changes
that would have severely reduced
the ability of injured people to gain
full compensation for their injuries.
Of broader import, these bills would
have eroded the system of checks
and balances that keeps corpora-
tions and bureaucracies conscious
of their social obligation to protect
the members of the public from
needless harm. All five bills would
have drastically upped the scales of
justice in favor of the wrongdoer
and his insurer and away from the
injured victim. In so doing, these

ty by the strategic placement of
«dummy" video cameras.

It also appeared that the Stardust
lost an average of 500 guestroom
keys per week, and that the rooms
in Mrs. King's building had not been
rekeyed since construction in 1957.
Management was also aware of at
least 101 master keys in circulation.
No records were kept of lost mas-
ter keys. To make matters worse,
these master keys were of a type
which can override the mgnt latch,
even if a guest is in the room. Ex-
pert witnesses testified that no
operation should have more than
one or two emergency master keys
and that these should be locked up,
logged in and out. and kept under
strict management control. There
was no question that the lack of a
key control system and the lax
security policies at the Stardustwas
gross criminal negligence.

The lawsuit resulted on July 17.
1985. in a plaintiff's verdict in the
amount of S750.000 compensato-
ry and $2,500,000 punitive dam-
ages. Mrs. King was finally awarded
$821,000 (including interest), al-
though the punitive damage award
remained at issue for some time.
The question was argued before the
Nevada Supreme Court in January.
1978 (Nevada has no intermediate
Court of Appeals): but the parties
decided to settle.

From the time of Mrs. King's rape

billswould have led to more unsafe
workplaces, more toxic hazards,
and more bureaucratic irresponsi-
bility.

Yet. despite the radical nature of
these bills, their advocates never
demonstrated that they would bnng
relief from rising insurance costs to
the businesses and municipalities in
my state. Actually, what little evu
dence was presented indicated that
the legislative changes would bring
absolutely no relief to these victims
of the insurance crisis.

Ivetoed all five of these anticorv
sumer bills. The advocates of re-
strictions on consumer's rights
simply did not prove their case. ...

in 1982 to the verdict—almost
three years—there was virtually no
change m key-control policy at the
Stardust. But as soon as the verdict
was handed down, tha Las Vegas
hotel managers got the message.
The Schlage Lock Company was
deluged with requests for bids. By
the spring of 1986, between
15,000 and 20,000 Las Vegas ho-
tel rooms had been rekeyed with
systems meeting national industry
standards. At the Stardust, the en-
tire 1,000 room Mercury building,
where Mrs. King's room was locat-
ed. had brand-new hardware of the
latest design installed on the doors.
Says Mrs. King's lawyer. "The im-
mediate and salutory effect on con-
sumer safety in Las Vegas remains
a source of considerable pride to
me."

Some months later, Mrs. King's
lawyer was in Chicago, checking a
friend into the Palmer House. He
noticed a state-of-the-art lock set
prominently displayed at the regis-
tration desk to show guests how
their locks worked. He asked the
desk clerk why the hotel used such
a technologically advanced mecha-
nism. "The word around here." the
clerk said, "is t*at there was some
case in Las Vegas where a huge
award was made."
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Insurance Fog IS
Hard to Penefrate

Statistics can be twisted in many
different ways, and some statistics
thatwould be relevant to tbe insur-
ance debate simply haven't been
gathered. But looking at the figures
available and perhaps seeking some
thataren'trepresents a better alter-
native than simply assuming, as At-
torney General Ed Meese did recent-
ly, that there has been an explosion
In certain types of lawsuits at the
state level. Legislative proposals
should be based on something
more than statistical assumptions
and horror stories.

JOURNAL OF COMMERCE
OCTOBER 24, 1986

Industry Bites
Custoner

The insurance industry is showing
signs of being its own worst enemy.
How can an industry that spends
millions on advertising and contrib-
utes heavily to state and federal
campaigns to reform tort law not
recognize the public relations deba-
cle associated v/ith telling a state,
which reformed its tort law. that the
reforms are worth iero in the pric-
ing of insurance products?

CONSUMER REPORTS
AUGUST 1986

he.Manufactured
rsis

Uability-insurance companies have
created a crisis and dumped it on
you___

The industry's version of tort re-
form means placing limits on the
rights of injured people to sue for
and recover damages.. ..

The lawsuit crisis may be phony,
but the insurance crisis is real.
Towns, doctors, day-care centers
and others face urgent problems of
insurance availability and affordabil-
ity. What is needed to alleviate the
problem is not tort reform but bet-
ter regulation of the insurance in-
dustry.

CHICAGO SUN-TIMES
AUGUST 30, 1986

What Liability Crisis?
The profits of the property and lia-
bility insurance industry in the first
half of this year were six times
higher than they were lastyear____
The facts underscore the major
point: Don't undertake major 're-
forms' that entail the loss of impor-
tant individual rights until it is
demonstrated that the changes are
absolutely necessary. Theyweren't

The Assoma&oo% %I Trial

ANNISTON STAR
APRIL 13, 1987

Tort Reform in 45
ed to

éut%rglrg?uﬁnasll

"Not in one state has it been
demonstrated that tort reform has
resulted in lower insurance premi-
ums.’ said Robert Hunter, president
of the National Insurance Consumer
Organization.

Industry spokesmen counter that
the reforms were passed too re-
cently to have produced results.
And the effect of tort reform on
rates is at best speculative, they
say. ' There is no tie-in between tort
reform and insurance rates—we've
claimed that from day one,” said
James Purcell, regional manager for
the American Alliance of Insurers in
Atlanta.

BUSINESS WEEK
APRIL 21, 1986

L DRt |
Nothing Buta Mytﬁ

Startling new evidence suggests
that the ’'lawsuit crisis' may not
evenexist... Theinsurance indus-
try has fostered those mispercep-
tions with a phenomenally success-
ful campaign that blames the ' law-
suit crisis’ for shocking premium in-
creases and a paralyzing insurance
shortage. The rate hikes, however,
result largely from the insurance in-
dustry's own mismanagement.

V\i\){w | America

Wasm”%?/ Es 55800 e

HOUSTON BUSINESS JOURNAL
APRIL 27. 1987

A Very Profitable
Insurdnce Crisis

Inthe midst of what most business
and political leaders are calling
a nationwide insurance crisis, along
comes a study showing thatthe na-
tion's insurance companies are ex-
periencing record profits The
debate (abouttort reform) has been
hindered by an unwillingness on the
part of the nation's insurance com-
panies to open their books for scru-
tiny— If insurance companies are
hurting to the extent they claim,
they should prove it

THE RECORD
JULY 22, 1986

Shte Jl? rliltgox

The problem is complicated and
multidimensional. Yes, there are
more lawyers and more lawsuits:
what consumers or workers want to
return to the days when they could
be maimed or poisoned with no re-
course?
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WORK DRAFT WORK DRAFT WORK DRAFT
5-0948B ~
Ford
4/23/87
Original sponsors: Ulmer, Goll,

Navarre, et al.

IN THE HOUSE BY THE LABOR AND COMMERCE COMMUTE]
"CS FOR HOUSE BILL NO. 230 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
.A BILL
For an Act entitled: "An Act relating to the premium tax on certain insur -
ers."
JBE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.09.210(b) 1i.? amended to read:

((0))] Each ‘insurer, and each formerly authorized 1insurer
respect to premiums received while an authorized insurer in this
state, shall pay tax on the total direct premium 1income vreceivec
during the year ending on the preceding December 31 and paid for the
insurance of property or risks resident or located in the state 1in-
cluding [OTHER THAN] wet marine and transportation 1insurance, after
deducting from the total direct premium income the applicable cancel-
lations, returned premiums, the wunabsorbed portion of any deposit
premium, all policy dividends, unabsorbed premiums refunded to policy-
holders, refunds, savings, savings coupons and other similar returns
paid or credited to policyholders with respect to their policies. Nc
deductions may be made of cash surrender value of policies. Consider -
ations received on annuity contracts are not 1included 1in the direct
premium income and are not subject to tax. The tax shall be paid to
the director annually before April 1, and [, EXCEPT AS PROVIDED IN
AS 21.69.390(c),] is computed at the rate of

(1) for domestic and foreign insurers, except hospital and
medical service corporations, three [2.7] percent;

(2) for hospital and medical service corporations, SiX
percent of their gross premiums less claims paid.

-1- CSHB 230(L&C)



WORK DRAFT WORK DRAFT WORK DRAFT

* Sec,, 2. AS 21.09.210(c) is amended to read:

(c) A domestic company organized before January 1, 1987, is
exempt from taxation under this section for a period of five years
from the an"te of its organization.

* Sec. 3. AS 21.09.210 is amended by adding a new subsection to read:

(J) The tax paid to the director under (b) of this section shall
be deposited in the general fund. The Department of Administration
shall separately account for 10 percent of the tax collected under (b)
of this section and deposited in the general fund. The annual esti—
mated balance 1in the account may be used by the legislature to fuhd
the State Fire Commission (AS 44.41) and other fire prevention and
training services.

* Sec. 4. AS 21.33.055(a) 1is repealed and reenacted to read:

(@) Each nonadmitted insurer shall pay a tax on premiumreceipts
as provided under AS 21.09.210(b).

* Sec. 5. AS 21.33.061(c) 1is repealed and reenacted to read:

) Each insurer shall pay a tax on premium receipts as prov
under AS 21.09.210(b).

* Sec. 6. AS 21.66.110 is repealed and reenacted to read:

Sec. 21.66.110. TITLE INSURANCE PREMIUM TAX. Each title insur—
ance company shall pay a tax on premiums received as provided under
AS 21.09.210(h).

* Sec. 7. AS 21.09.210(d), 21.09.210(h), and AS 21.69.390(c) are re-
pealed
* Sec. 8. This Act applies to the tax due by April 1, 1988, on direct

premium income received after June 30, 1987, and to the tax due for subse—

gquent years.

CSHB 230 (L&C) 2.



(7 HOUSE COMMITTEE REPORT

Date referred: 3/3(0/87 FURTHER REFERRALS: Judiciary
Finance
DATE:
The Labor & Commerce Committee has considered

"An Act relating to the premium tax on certain insurers.”
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[ ] the same title
[ 1 a new title

cn"3 replace with f
[ ] attached amendment(s)

do pass

do not pass

no recommendation
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additional referral to the Committee

ADOPTS: [ 3 letter of intent
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[X 3 zero fiscal note published
[ 3 zero with analysis [ 1 same as previous zero fiscal

note published

SIGNXVG DO PASS: SIGNING OTHER ,i:<*- .i.i< uATIOHS:
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BILL NO: DATE:

HB 230 April 15, 1987
TITLE: CONTACT:
An act relating to the Gordon Brunton
premium tax on certain
insurers.

This measure increases the insurance premium tax on certain
insurers from 2.7 to 3.0 percent, provides for separate
accounting of 10 percent of the tax collected which may be
appropriated to fund the State Fire Commission (AS 44.41) and
other fire prevention services.

Establishment of the State Fire Commission would provide the
much sought after single State focus for fire and other
emergency agencies.

Alaska has 1long held the record of the highest life and property
losses iIn the Nation. Should thisbill pass and the Legislature
chooses to appropriate monies for funding fire prevention and
training operations, we TFeel positive that such losses could be
substantially reduced.

The Department of Public Safety supports passage of HB 230.

I1ram R. Nix
Acting Commissioner
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE
Bill Version: HB 230

REQUEST: , Publish Date : -

Revision Date: Agency Affected: Public Safety
Tide: An art relating to the premium tax BRU: Fire Prevention

on certain_i.nsur.gri,.

sP°nsor: filip™ ulmer-. Components

Requestor: House | ahor & Commerce

EXPENDITURES/REVENUES: (Thousands of Dollats)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY-92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES »
EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING 0 0 U [ U
CAPITAL | 0 0 0 0 0

REVENUE . 1i25Q.0 2,500.0 2,500.0 2,500.0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL u u u 0 0"

POSITIONS:

FULL-TIME 0) 0 0 (0 0
PART-TIME
TEMPORARY

ANALYSIS - (Attach a separate page ifhecessary) The division of insurance estimates that
1,250.0 would be generated iIn FY88 and 2,500.0 in subsequent years. There i
no Fiscal impact on Public Safety. The bill creates additional revenue whici
may be available to fund the Fire Commission and other fir,q prevention/train ng
programs. We intend to submit a supplemental budget Taeffiffiiett to utilize th s

SOurce- Gordon E.Brunton phone. 465-4331
" D2|e__ 4/15/8/

Division: Fire Prevention

Approved by Commissioner: _ Date: / 15" -/£7
Agency: Pnhlic Safety

Distribution (bzlpreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of
Senate Secretary
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The Division of Fire Prev.-.ntion would fund the tollowing -eon a
priority basis should the Legislature appropriate monies
generated by HB 230:

Eciuciiy fIIDQUQI BBU D fiS C LiEiiQ Q
110.0 Fp Provide funding to cover pian
review program receipts
shortfall. The downturn 1in the

economy 1is projected to result in
a suDStantial shortfall whicn
would cause the loss of 1.5 more
positions iIn FY 83.

21 412 .7 Restore positions lost in FY 87 &

FY 38:

62.2 FP a. PCM 12-2002 Anch. Supervisor

56.5 FP b. PCM 2010 DF111 Anchorage

54.9 FST c. PCN 12 2022 Ed Spec 1 Juneau

53.0 FST d. PCM 12 2020 Ed Spec 1 (Public
Education Speci =iist)

53.0 FP tie riri 1 2003 DFI1Ll Fairbanks

F. Restoree 10); Governor™s cut
(Personal Services)

79.0 FP (1) Fire Prevention BRU

11.0 FST (2 Fire Service Training BRU

18.0 FP g. Restore Premium Pay cut 1in FY
38 (13.1) and need 1increase,

20.1 FST h. Restore funds to keep FST

Supervisor position.
3. 180.0 Fund Siate Fire Commission

The fTollowing program increases will assist iIn accomplishing the
basic services as identified in "Alaska On Fire,”™ Report of the
Task Force on Fire Prevention and Control:

4. a 100.0 FST Restore travel 1increase requested
in the FY 86 budget. uill
provide for non-employee travel
and per diem for technical
assistance teams, 1itinerant
instructors, curricula workshops,
firefighter and fire officer
training, standards development
and for staff certification
visits. (Task Force Report HTFRU,
pp. 44-45)



EciQcii™*

Aedquql

40.0

113.0

BBU

FP

FST

Q£&:ri2ii2D

Restore travel funds for cade
enforcement cut in FY86-3S. This
uould reinstate the high-risk
priority inspection program;
eliminate the charge back plan to
users ana other state agencies as
proposed for FY 68; provide vital
oversight and technical

assistance to VPSO safety
programs; provide better

technical -assistance to local
fire departments uhile addressing
fire hazards in the most critical
occupancies. 23.6 lost 1in FY 87.
6.0 lost iIn FY 86. (TER, p. 57)

Restore the FY 88 (38.0) and FY
87 (75.0) grants decrement. Hany
basic needs of the ever 250 fire
departments can be met at the
local level. Regional training
programs can be funded to better
utilize existing facilities.
Other organizations need
assistance 1in specialty areas;

a. Provide funds to assist uith
the Public Fire Safety Education
seminar (cancelled in 1986).

b. Provide 2 fire inspection
training seminars (none held in
last 2 years).

c. Provide assistance to the
Arson Seminar.

d. Provide assistance to
firefighters/fire chiefs
conferences.

e. Provide assistance to
duplicate the Federal Community
Volunteer programs (TFR, ?. 46)
f. Grant monies to assist local
communities uith the Learn Not To
Burn program. (TFR, p. 42)



EciociiyY Samuel
6 . 65.0
7. “‘50.0

3EU

FP

FST

DeiucieiiQQ

Restore contractual decrements of
FY So (30.0) and FY 87 (35.0).
These funds would provide the
following services:

a. Publication of a fire service
directory.

b. Support publication of Fire
Service Newsletter (none
published for last 2 years).

c. Publish directory of fire
service equipment for use by
local departments. (TFR, p. 49)
d. Technical assistance to mrre
timeiy adopt codes (our slow
process is thoroughly addressed
in TFR pp. 53—55).

e. To contract or RSA to
Information Systems Section Tfunds
to provide enhancements to the
ANFIRS network. This would make
the system more useful to local
a.id state agencies who use the
system. (TFR, p-. 65)

f. Contractual funds to
computerize the Inspection File
Naintenance system.

Restore contractual decrements in
FST and add funding to implement
the Task Force recommendations:
a. Develop new curricula:

(1) Haz-llat , TFR, p. 45

(2) Arson, TFR, p. 51

(3) Firefighter career ladder,
TFR, »p. 45

(4) Fire Inspector. TFR, p. 54

(5) Public fire educator, TFR,
P. 45

(6) Others as 1identified as
needed.
b. Computer program upgrade and
integration.



EcicciiyY Aomni BBU
8 * 80.0 FST

25.0

«30.0

5.0

15*0

5.0
9. 10.0 FP
10. 30.0 All
11* 30.0 All

Dfisccieiiea

The Public Fire Safety Education
Program has been transferred from
FP to FST. Specific funding to
admin inster an effective program
never came uith the position.
Provide funding to administer a
Public Education Program:

a. Promote residential sprinkler
and smoke detector demos (Fed.
funds expire 9/87) TFR, pp-. 39-41
b. Lending Ilibrary upgrade.
Duplication and conversion of
films to cassettes: establish
resource centers 1iIn Fbks and
Juneau 1g improve public access.
TFR, p. 41

c. Publish a resource guide for
sochi - GFtffiln11 1es« Il p - *+x

c - IP3VC: Tur cce-. wP3C- J
non-empi oyee apccih iis zs -C cj
in—sarvica wGpk hno HdBisi in
1cc3i prghrsm pihnnin®g3e

0« ciUPPiics and fal10ri3 ise

Establish a toil-free Arson
Hot 1inee TFR p. 31

Arson Prevention c Er.forcement

activities.

a. Support of Juvenile counseling
b. Support of awareness 3
education campaign. TFR pp.-
80-81

Restore and add equipment ¥funds.
Equipment funds have ceen
transferred to other components;
purchases have been delayed.

a. port3bie radio

b. pagers

c. computer hardware 8. software
d. field 1investigation Kk:*s



Scisciiy fiaiQuQi SB*U DesicCifiisG

12* 40.0 FST Previse 5freirer training T a
VPSO anc rural sc.nooi safety
inspect icn prcirin

12* 70*0 FST Ado 1 new Es. fj;ec. position tc
Fairbanks office.

14. 65-0 All Ado 1 neu Admm: stras i,.e
Assistant to ?ar ?zrm duo3at and
many duties of tne oeputy
director position.

1.395.7 Budget increase
1,201.0 Existing Gov. Rev. FY So Total

2.596.7 Total Budget.



STATE OF ALASKA 1957 LEGISLATIVE SESSION
FISCAL NOTE
Bill Versionr  CSHB230 (L&C)

REQUEST: Publish Date:
RevisionTDate: Division of Insurance
Title: Premium tax rate on certain
INSurers.
Sponsor:  Ulmer Components ¢
Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FG 90 FY 91 FY 92
TERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS ,

TOTAL OPERATING U

REVENUE 0 0 0 0 0

FUNDING!: (Thousands of Dollars)

GENERALFUND

FEDERALFUNDS

OTHER

TOTAL 0 0 U "0 v u

POSITIONS:

FULL-TIME 0 0 0 0 0
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page if necessary)

Prepared by: n 465-3892
Division: o ow e

Approved by Commissioner. Date:
Agency:

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Managementand Budget
Impacted AgenCy(ies) . page-------- of
Senate Secretary




STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
BUI Version:  CSHB230 (L&C)

REQUEST,; Publish Date :

Revision Dale:, . Affecrd: Rre Protection Servi

Title: PremiumT tax Tates om certain gy Afieerd: Rre Protection Services
INSUTErS.

SpOﬂSOI’: Ulmer Componentsj

Requestor:

EXPENDITURES/REVENUES;  fnicusands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PER%/(%NALSERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
ERUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OPERATING 0 0 0 0 0
CAPITAL 0 0 0 0 0

REVENUE 1,448.6 2,897.2 2,891.2 28972 2,897.2

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER

T
TOTAL 0 0. Q. __n J 0D

POSITIONS:

FULL-TIME 0 0 0 0 0
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

oreparedby: HOUSE"Labor & Commerce  mittee ohone: 4123187
Division : Date:.

Approved by Commissioner: Date: ,
Agency:

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. -0f
Senate Secretary
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N\
ouch V JBlate ~gtauture on
Juneau, Alaska 99811 (907) 4

Labor and Commerce Committee

April 16, 1987

MEMORANDUWM
To; Members, House Labor and Commerce Committee

From; Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Explanation of changes 1in proposed Committee
Substitute for HB 230

The proposed committee substitute for HB 230, relating to
insurance premium tax, makes six changes to the original bill.
They are:

1. Raises the premium tax from 3.0 percent to 3.5 percent
(the current rate is 2.7 percent)

2. Brings three other insurers (wet marine, title, and
hospital/medical service corporations) under the same
premium tax rate. Currently these three groups pay

a different rate established in separate statutes.

3. Deletes language providing a five year delay in
implementation of the tax increase for certain domestic
insurers (Legislative drafting informs us that this
section was probably "constitutionally infirm".)

-4. Adds new intent language regarding the distribution of
funds collected under the tax rate increase.

5. Changes language in the effective date clause as requested
by the prime sponsor.

6. Renumbers sections accordingly.
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@ POUCHY STAIf CAPIIOI
JUNIAU. AIASKA 991)11
907 <IftS 3800

LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM April 15, 1987
SUBJECT; H3 230 - Retroactive tax increase
TO: Representative Fran Ulmer

FROM: Michael F. Ford #1 "f'*°

Legislative Counsel

You have asked whether section 4 of HB 230, which increases
the premium tax imposed on insurers, raises any constitu—
tional difficulties. In that the change in the tax rate
applies to a tax due on April 1, 1988, the tax change 1is not
retroactive and no due process or other constitutional prob—
lems are raised.

Please contact me if you have further questions.

MFF:mkr

mll/022



State P&C Wet Marine

Tax Tax
AK S.70 GP 0.75 Pr
AR S. 50 GP 0.75 Pr
FL 2.00 GP 0.75 Pr
Wy 2.50 GP 0.75 Pr
HI 4.28 GP 0.88 Pr
WA 2.00 GP 0.95 Pr
NH 2.00 GP 500 Pr
PA 2.00 GP 5.00 Pr
ut 2w 25 GP 5.00 Pr
CA 2.35 GP 5.00 Pr (3)
CT 2.00 GP 5.00 Pr<3)
DE 1.75 GP 5.00 Pr (3
MN 2.00 GP 5.00 Pr (3)
NJ 2.00 GP 5.00 Pr (3
OR 2.25 GP 5.00 Pr (3)
RI 2.00 GP 5.00 Pr (3
MA 2.28 GP 5.70 Pr (3)
1A 2.00 GP 6.50 Pr (3)
Wi 2.38 GP 0.50 GP
Notes:
GP = Gross Premium
Pr = Profit
Pr(3) = Average 3 Year Profit

19 States have a preferential tax treatment
for Wet Marine 1insurance



Added Premium Tax for Fire Marshall & Fire Related

Fire
P&C Marshall Additional Fire
State Tax Tax Related Tax
AK 2.70 None
AZ 1.70 0.20
FL 2.00 0.63 P
GA 2.25 None + max of 2.50 by county
IL 2.00 1.00 + 4 2.00 for Fire Department
IN 2.00 0.50 incl
KS 2.00 1.25 + + 2.00 Firefighters Relief
KY 2.00 0.75 +
LA 1.85 1.25 + + 2.25 Fire Dept & Training
ME 2.00 0.75 +
MN 2.00 2.00 + + 2.00 Firemens Relief Fund
MS 3.00 0.50 +
MT 2.75 0.75 + + 1.25 Firemens Pension
NE 1.00 0.75 +
NY 2.60 1.25 +
NC 2.50 1.00 f + 0.50 Firemens Relief Fund
OH 2.50 0.75 +
0K 4.00 0.31 +
OR 2.25 1.00 i
SC 2.00 None + 1.10 Fire Dept & Inspection
SD 2.50 0.50 |
TN 2.50 0.75 |
TX 3.50 1.25 F
wv 4.00 0.50 |
Wl 2.38 None + 2.00 Fire Dept Dues
Notes 7

All tax rates above apply to gross premium

20 states have an added insurance premium tax for the
Fire Marshall®"s office.

1 state has an amount 1in the insurance premium tax
allocated for the Fire Marshall®s office.

9 states have an added 1insurance premium tax for a
fire related purpose.



Insurance Premium Tax Rates by State

State

AL
AK
AZ
AR
CA
Co
CT
DE
DC
FL
GA
HI

1D
IL
IN
1A
KS
KY
LA
ME
MD
MA
M1

MN
MS
MO
MT
NE
NV
NH
NJ
NM

NY -

NC
ND
OH
OK
OR
PA
RI1
SC
SD
TN
X
ut
VT
VA
WA
wv
Wl
wy

P&C
Tax

NN BENRNNONNPNNPDORNRNNRNONDNOONPENNPNNRRDNONNOWEBNNONPDNONNONENNNNNNNNNORRNDNNNNENNDNODNRERRND

.00
.70
.70
.50
.35
.25
.00
.75
.00
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Tax Rates by State

State
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CA
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Fire Dept & Training

Firemens Relief Fund

Firemens Pension

Firemens Relief Fund

Fire Dept & Inspectic

Fire Dept Dues
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 16, 1987

SUBJECT: Domestic insurer tax exemption
(HB 230)

TO: Representative Dave Donley

FROM: Michael F Ford~>**® *

Legislative Counsel

You have asked whether the domestic insurer tax exemption
under AS 21.09.210(c) 1is a constitutionally valid exercise
of the state"s taxing authority. In light of the latest

U.S. Supreme Court decision striking down a state law that
imposed a different rate of tax on foreign insurers, this
form of exemption would appear to be equally defective. In
Metropolitan Life Insurance Company v. Ward, 470 U.S. , 84
L.Ed 2d 751 (1985), the court held that neither the pro—
motion of domestic business within a state, nor the encour—
agement of capital investment are legitimate reasons that
would permit discrimination against foreign corporations, 1in
light of the equal protection clause. The court also noted
that this type of discrimination would also be prohibited
under the commerce clause. See Bacchus Imports, Ltd. wv.
Dias, 468 U.S. , 82 L Ed 2d 200(1984). The exemption con-
tained in AS 21.09.210(c) creates an impermissible dis—
crimination between foreign and domestic 1insurers.

The present language of sec. 2 in HB 230 that limits the
exemption to corporations organized before July 1, 1987 and
may eliminate this issue as a practical matter. To avoid
any possibility of litigation, the exemption should probably
be repealed rather than limited.

MFF:mkr
ml 17029
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WORK DRAFT

5-0948B
Ford
4/16/87
Original sponsors: Ulmer, Goll,
Navarre, et al.
IN THE HOUSE BY THE LABOR AND COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 230 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH- LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the premium tax on certain insur-
ers."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.09.210(b) 1is amended to read:
(b) Each 1insurer, and each formerly authorizedinsurer with

respect to premiums received while an authorized insurer 1in this
state, shall pay tax on the total direct premium 1income received
during the year ending on the preceding December 31 and paid for the
insurance of property or risks resident or located in the state in—
cluding [OTHER THAN] wet marine and transportation insurance, after
deducting from the total direct premium income the applicable cancel —
lations, returned premiums, the unabsorbed portion of any deposit
premium, all policy dividends, unabsorbed premiums refunded to policy—
holders, refunds, savings, savings coupons and other similar returns
paid or credited to policyholders with respect to theirpolicies. No
deductions may be made of cash surrender value of policies. Consider —
ations received on annuity contracts are not included in the direct
premium income and are not subject to tax. The tax shall be paid to
the director annually before April 1, and [, EXCEPT AS PROVIDED 1IN AS
21.69.390(c),] is computed at the rate of three and_one_haj_f_percent.

[(1) FOR DOMESTIC AND FOREIGN INSURERS, EXCEPT HOSPITAL AND
MEDICAL SERVICE CORPORATIONS, 2.7 PERCENT;

(2) FOR HOSPITAL AND MEDICAL SERVICE CORPORATIONS, SIX
PERCENT OF THEIR GROSS PREMIUMS LESS CLAIMS PAID].

-1- CSHB 230 (L&C)



WORK DRAFT

* Sec. 2t AS 21.09.210 is amended by adding a new subsection to read:

(J) The tax paid to the director under (b) of this section shall

be deposited in the general fund. The Department of Administration

shall separately account for 10 percent of the tax collected under

(b) of this section and deposited in the general fund. The annual

estimated balance in the account may be used by the legislature to
fund

¢)) the State Fire Commission (AS 44.41) and other fire

prevention and training services; or

10 (2) consumer protection services administered by the direc—
= tor of the division of insurance.

12 (3) efforts bythe Division of Medical Assistance to

13 establish and enforce appropriate“risk management procedures under

4 AS 18.20.75 in order to reduce potential liability claims. —
B * Sec. 3 . AS 21.33.055(a) is repealed and reenacted to read:

1 (a) Each nonadmitted insurer shall pay a tax on premium receipts
f as provided under AS 21.09.210(b).

1 * Sec. M. AS 21.33.061(c) is repealed and reenacted to read:

£ (¢) Each insurer shall pay a tax on premium receipts as provided
* under AS 21.09.210(b).

“ * Sec. 5. AS 21.66.110 1is repealed and reenacted to read:

Z Sec. 21.66.110. TITLE INSURANCE PREMIUM TAX. Each title insur-
= ance company shall pay a tax on premiums received as provided under
% AS 21.09.210(b).

= * Sec. 6 . AS 21.09.210(d), 21.09.210(h), and AS 21.69.390(c) are
® repealed.

21 * Sec. 7. This Act applies to the tax due by April 1, 1988 on

28 direct premium income received after June 30, 1987, and to the tax

%;9)1' due for subsequent years.



GASTINEAU CHAPTER ALASKA STATE FIREFIGHTERS ASSOCIATION
P.0. BOX 187 JUNEAU. ALASKA 99802

April 16, 1987

Representative Fran Ulmer
House of Representatives
Pouch V

Juneau, Alaska 99811

Dear Representative Ulmer:

The House of Representatives will be reviewing HB230. This Bill 1is
intended to assist in the funding of the State Fire Marshal®s Office. |
don®"t know if you can understand the importance of this office to the
firefighters of this state.

This Bill will help insure continued training of firefighters, both
paid and volunteer in the areas of fire prevention, building inspection,
public fire education, Fire Service Training,and investigation of fires

across the state to better evaluate causes and to work to eliminate those
we can.

Alaska has the highest fire deaths per capita in the United States.
As a volunteer firefighter, 1 need your support of this Bill to stop
fires from taking our families, friends, ?nd property.

It would be disastrous to the citizens of this state should this
office be under funded.

I urge you to vote for HB230. Thank you for your support of the
Alaska State Firefighters.

Sincerely,

GASTINEAU CHAPTER
ALASKA STATE FIREFIGHTERS®™ ASSOC.

Mike Tagaban
President

MT:djo



BILL NO: DATE;
HB 230 A
TITLE: CONTACT:
An act relating to the Gordon Brunton
premium tax on certain
insurers.

pril 15, 1987

This measure increases the insurance premium tax on certain
insurers from 2.7 to 3.0 percent, provides for separate
accounting of 10 percent of the tax collected which may be
appropriated tu fund the State Fire Commission (AS 44.41) and
other Ffire prevention services.

Establishment of the State Fire Commission would provide the
much sought after single State focus for fire and other
emergency agencies.

Alaska has long held the record of the highestlife and property
losses in the Nation. Should thisbill pass and the Legislature
chooses to appropriate monies Tfor Tunding Ffire prevention and
training operations, we Teel positive that such losses could be
substantially reduced.

The Department of Public Safety supports passage of HB 230.

Uilliam R. Nix
Acting Commissioner



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version - HB 230

REQUEST: | Publish Date
Revision Dale: Agency Affected: Public Ssafety
Title: fin art. relating to the premium tax brii; Fire Prevention
on certain ipsurers,

Sponsor: Ulmac Components

Requestor. House labor & commerce

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
TRAVEL

CONTRACTUAL
SUPPUES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 U
CAPITAL 0 0 0 0 0 1
REVENUE 1.250.0 2.500.0 2,500.0 2,500.0 2,500.0

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS
OTHER

TOTAL 0 U u 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0
PART-TIME
TEMPORARY

ANALYSIS - (Attach aseparate page if necessary) The division of insurance estimates that
1,250.0 would be generated in FY88 and 2,500.0 in subsequent years. There it
no fiscal iImpact on Public Safety. The bill creates additional revenue whicn
may be available to fund the Fire Commission and other fir,e”prevention/train g
programs. He intend to submit a supplemental budget fas&eB&rpt to utilize th S

revedwbje, source. Gordon E> BruntOn fcw? EH . 465-4331

Preparea by - e ong:.  mmeee———
DIVISION: ” Fire Prevention ‘ rw 4/15/8/
Approved by Commissioner: y Date: |

Agency: Puhlic Safety” I

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of
Senate Secretary
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The Division of Fire Prevention would funo the to:i ouing on a
priority basis should the Legislature appropriate monies
generated by HB 230:

Pciscliix fimsuDi BBU ofiiCuiPiioQ

1. 110.0 FP Provide funding to cover plan
review program recelipts
shortfall. The downturn 1in the

economy 1is projected to result in
a suDstarmal shortfall whicn
would cause the loss of 1.5 more
positions 1in FY 38.

2 412 .7 Restore positions lost in FY 87 2

FY 38:

62.2 FP a. PCN 12-2002 Anch. Supervisor

56.D FP b. PCM :2-2010 DFFIl Anchorage

54_.9 FST c. PCN 12-2022 Ed Spec 1 Juneau

53.0 FST d. FCN .2-2020 Ed Spec 1 (Public
Education Specialist)

58.0 FP e. fCN 12-2003 DF11l Fairbanks

f. Restore 107 Governor’s cut
<Per sonal Services)

79.0 FP (i) Fire Prevention BRU

11.0 FST (2) Fire Service Training BRU

18.0 FP g- Restore Premium Pay cut in FY
38 (13.1) and need increase.

20.1 FST h. Restore funds to keep FST

Supervisor position.
3. 180.0 Fund State Fire Commission

The following program increases wiil assist i1n accomplishing the
basic services as identified in "Alaska On Fire,"” Report of the
Task Force on Fire Prevention and Control:

4. a 100.0 FST Restore travel increase requested
in the FY 86 budget. uill
provide for non-employee travel
and per diem for technical
assistance teams, itinerant
instructors, curricula workshops,
firefighter and fire officer
training, standards development
and for staff certification
visits. (Task Force Report CTF..J,
pp- 44-45)



Pciflciiy ~oeQUDi

4.b 40.0

113.0

BRU

FP

FST

QsiiciEiiao

Restore travel funds for code
enforcement cut in FY86-3S. This
would reinstate the high-risk
priority inspection program;
eliminate the charge back plan to
users ana other state agencies as
proposec for FY 38; provide vital
oversight and technical

assistance to VPSO safety
programs; provide better

technical assistance to local
fire departments while addressing
fire hazards iIn the most critical
occupancies. 23.6 lost in FY 87,
6.0 lost 1in FY 36. (TFR, p- 57)

Restore the FY 33 (38.0) and FY
37 (75.0) grants decrement. 1lany
basic needs of tne over 250 fire
departments can ne met at the
local level. Regional training
programs can be funded to setter
utilize existing facilities.

Other organizations need
assistance 1in specialty areas;

a. Provide funds to assist with
the Public Fire Safety Education
seminar (cancelled 1in 1986).

b. Provide 2 fire inspection
training seminars (none held 1in
last 2 years).

c. Provide assistance to the
Arson Seminar.

d. Provide assistance to

fire fighters/fire chiefs
conferences.

e. Provide assistance to
duplicate the Federal Community
Volunteer programs (TFR, ?. 46)
f. Grant monies to asiist local
communities uith the Learn Not To
Burn program. (TFR, p. 42)



Priority 6(DQUNt
6 - 65.0
50.0

BRU

FP

FST

DiiiCieiiOD

Restore contractual decrements of
FY So (30.0) and FY S7 (35.0).
These funds uould provide the
?01llcui ng services:

a. Publication of a fire service
directory.

b. Support publication of Fire
Service Newsletter (hone
Published for last 2 years).

c. Publish directory of fire
service equipment Ffor use by
local departments. (TFR, p- 49)
d. Technical assistance to more
timely adopt codes (our slow
process 1is thoroughly addressed
in TFR p?. 53-55).

e. To contract or RSA to
Information Systems Section Tfunds
to Provide enhancements to the
ANFIRS network. This uould make
the system more useful to local
ano state agencies who use the
system. <.TFR, p-. 65)

f. Contractual funds to
computerize the Inspection File
Maintenance system.

Restore contractual decrements in
FST and add funding to implement
the Task Force recommendations:
a. Develop neu curricula:

(1) hiaz-Mat , TFR, p. 45

(2) Arson. TFR, p. 51

(3) Firefighter career ladder,
TFR, p. 45

(4) Fire Inspector, TFR, p. 54

(5) Public fire educator, TFR,
P. 45

(o) Others as 1identified as
needed.
b. Computer program upgrade and
integration.



Ecioniiii ArQuuQi BBU QESECIiEINi&O

3* 30.0 FST The Public Fire Safety Education

Program has been transferred from
FP to FST. Specific funding to
admininster an effective program
never came uith the position.
Provide funding to administer a
Public Education Program:

25.0 a. Promote residential sprinkler
and smoke detector demos (Fed.
funds expire 9/S7) TFR, pp- 39-41

30.0 b. Lending library upgrade.
Duplication and conversion of
films to cassettes: establish
resource centers 1iIn Fbks and
Juneau to improve public access.

TFR, p. 41

5. uc. Publish a resource guice for
10C3i “1uZlufli 11 E- irnN pe 2%

15*0 ce Tr=ve for Eu« Sr.:
TOofi” €fMiP i07 * sP~Clai 131E .3 *j
in-serviee wOpk anc eeeie: A
loc3i pr G$ram pi3r*nin*Be

5*0 ©ojp?iicj Iinc mai13ri3 _e-

9. 10.0 FP Establish a toll-free Arson

Hot 1ine. TFR p. 31

10. 30.0 All Arson Prevention & Br.f:rcement
activities.
a. Support of Juvenilecounseling
b. Support of auarene®"ss 3
education campaign. “FR pp-
30-31

11. 30.0 All Restore and add equipment Tfunds.

Equipment Tfunds have peer;
transferred to other components;
purchases have been cel a ec.

a. portable radios

b. pagers

c. computer r.arduare 8 software
d. Ffield investigation Kits



Ecisciiz

12.

13.

14.

RHgBB

Gajqugl

40.0

70.0

65.0

1.395.7
1,201.0

2,596.7

8BU

FST

FST

Al 1

Budge t

Total

VANwS. e if" . e

rrcvicy 5i1rtsrEf ir3inin”® eu
N "C rjf21 »TUO1l -3*elv
lospdcticn rPCYir A

Ago 1 new eg. ;kec. position to
Fairbanks off ice.

n0OG 1 fi6U HOHI1HIstPallv6
Assistant to per *omi oudget ano
many duties of tne deputy
director position.

increase
Exist in3 Gov. Rev. rY 00 10la»

Sudgete

Y$$:-



Alaska State Legislature

House
P.0. BOX V
State Capitol
Official Business Juneau, Alaska 99811
March 30, 1987
TO: ALL REPRESENTATIVES
FROM: Retiresehtjk”fve Fran Ulmer

I am <concerned about fire prevention for the following

reasons:

**Alaska leads the Nation 1in deaths by Tfire. In 1985, the
last year for which statistics have been finalized, there were 29
deaths. Of the 29 who died, 27 were in their homes, either

single family or multi-family dwellings.

**0f these 29 deaths, ten children under the age of 9 were
among the victims.

**Property losses in 1985 totaled $38,819,596.

House Bill 230, "An Act relating to the premium tax on
certain insurers", increases the tax on total direct premium
income from 2.7% to 3.0% for each insurer. This tax increase 1is
a return to thel986 tax rate for over 90% of the 1insurance
business in the State. Additionally, as many as 20 other
states are using Tfunds collected from the insurance industry for
fire prevention and training.

House Bill 230 can provide funding for the State Fire
Commission and adequately provide for fire prevention and
training services - services that will address the <concerns
stated above.



ALASKA STATE FIREFIGHTERS ASSOCIATION
P.O. Box 34324
Juneau, Alaska 99803-4324

RECEIVED JAN 2 9 '33?

January 29, 1987 v

The Honorable Fran Ulmer

Fifteenth Alaska State Legislature
P. 0. Box V

Juneau, Alaska 99811

Dear Madam:

The Alaska State Firefighters®™ Associationand the Alaska Fire
Chiefsl Association are strongly opposed to the FY88 budget cuts in the
Division of Fire Prevention, Department of Public Safety.

The Governor®s Transition Team recommended leaving the budget alone
for this Division. The cuts represent too much reorganization with two
positions not refilled, three people laid off, two positions downgraded,
a Fire Marshal®"s Office moved to Anchorage, and most all of the programs
cut back or eliminated. We find this too excessive for the safety of the
public.

Realizing the condition of the State"s finances, we have designed a
proposal that is both a short and long term solution to the problem. The
proposal is in draft form and additional information needs to be gathered.

Please review the enclosed proposal. I am available for comment or
testimony. My contact phone numbers are 586-5245 and 789-7554.

Respectfully,
ALASKA STATE FIREFIGHTERS®" ASSOC.

<.

k
President

GEB:djo
enc.
c: Bob Haag, Legislative Liaison, ASFA



AN ALTERNATIVE
TO THE FY88 BUDGET FOR THE
DIVISION OF FIRE PREVENTION
DEPARTMENT OF PUBLIC SAFETY

Submitted By

Gaylen E. Brevik
President
Alaska State Firefighters®™ Association

January 26, 1987
(Revised January 27, 1987)



ALASKA STATE FIREFIGHTERS ASSOCIATION
P.O. Box 34324
Juneau, Alaska 99803-4324

PROPOSAL

We have discovered a possible revenue income the State of Alaska can
collect. The amount is approximately $2,500,000. The exact amounts are
not known. However, the figures 1in this Proposal are close estimates.

The insurance industry pays a 2.7% premium tax to the State of
Alaska. Until last year, they paid a 3% tax. At 2.7%, the State
collects approximately $23,000,000. At 3% the State could collect
$25,500,000. At a .3% increase, an amount that industry is used to
paying, the net increase to the State is $2,500,000. We feel it is
important to note that the State will be offering an invaluable service
to the insurance industry and that the dollars will be used in the State
of Alaska.

There are other states that collect a premium tax. Portions of the
premium tax are then used for fire related services. These services
include pension plans for volunteer firefighters, fire training, and

tpublic fire education. Some of the states involved are Kentucky,
“11linois, Georgia, and Oklahoma.

Providing the State of Alaska.could collect the tax from the
insurance industry, the Alaska State Firefighters®™ Association and the
Alaska Fire Chiefs®™ Association offer the following for planning the
budget in FY88. The Fire Marshal®s budget for FY86 was authorized at
$1,326,600. The Fire Service Training budget for that year was
$430,000. Both have been significantly reduced, too many times. Please
consider reinstating the budget to those figures.

Last year the Legislature put into law the Alaska State Fire
Commission. This Commission was never funded. Through this proposal,
the much needed Commission can finally begin.

The Alaska State Firefighters®™ Association has assigned a committee
to look into the possibility of a pension plan for the volunteer
firefighters. They discovered several states have plans in place. They
are recommending we follow the Illinois plan. It is simple and with a
few changes could be easily adopted 1in our state. The financial picture



would appear similar to this:

Fire Marshal 51,326,600

Fire Service Training 430.000

Alaska State Fire Commission 180.000

ASFA Pension Plan 563,400
52.500.000

Reduce budget from premium tax .3% 52.500.000 ~ ~7

The Alaska State Firefighters®™ Associationand the Alaska Fire
Chiefs® Association offer the following as some of the benefits of this
plan:

1. The firefighters are better trained. The public is more aware
of fire prevention. Buildings are safer. We have fewer deaths

by fire and less property damage.

2. The money appropriated to the Fire Marshal and Fire Service
Training for FY88 can be used in other places to help offset the
deficit.

3. The 1insurance industry gets more service for their money. For
example: if a house burns up because of the rural, untrained

fire department, the 1insurance company has to pay the damage.
If the rural, trained fire department makes a good stop on the
already burning house, then the insurance company has to pay
less money; 1in some cases, alot less. What this means is less
risk for the insurance industry.

4. In some areas, because of the training and education, the
Insurance Services Office (IS0) rating may be lowered. When
this happens, the rate the homeowner pays the insurance company
is lowered; again, indicating the lower risk; 1in essence a safer
place to live.

5. The State doesn®"t have to lay anyone off in the Division. This
is a reasonable alternative.

6. The programs, desperately needed, can continue; 1i.e.
investigations, public fire education, Firefighter One,
instructors®™ classes (MOl), technical assistance teams, V.P.S.O.
programs, and many more.

7. A volunteer firefighters®™ pension plan can be established.
Finally, the volunteer firefighter can be thanked, 1in a small
way, TFfor all of his/her hours, weeks, months, and years of
service.

At the 1986 Conference of the Alaska State Firefighters®™ Association
and the Alaska Fire Chiefs® Association, held in Kodiak, it was resolved
that we use all resources available to cur membership in support of
sufficient funding for programs within the Division of Fire Prevention,
Department of Public Safety (Resolution 86-17). This Proposal meets the
requirements of this and other Resolutions.
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We know that the security of life, health, and property for all
Alaskans 1is dependent on the efficiency of the Fire Service. We know the
condition of the finances of our state. We know the Tfinancial resources
of the insurance industry are used in other states, and we know that,
with the details worked out, this July 1st the ideas in this Proposal can
become a reality.

Respectfully submitted

ALASKA STATE FIREFIGHTERS®™ ASSOC

Gayren E. Brevik
President

GEB:djo



SI Air

01 ALASKA

- O(*LKAI 111G BUUGLI

M m h h m IX PAH IMI kI or I'UIUIC SAFEIY

cnpcuic
SIHIK 1
10KM
i‘Aor BUDGET COMPONLI#(
HA TUKAlI RESOURCE MANAGEMENT
iisii aiio wiiiiiife proiection
2 ENFURCLI1IFNT/SNVESIIGAI1VE SVC-S
4 DIRECTOR®"S OrfICE
6 AIRCRAFT SECT 10il
A MART Iit ENFORCEMENT
nmn PROGRAM TOTAL mmm
1*uBl IC rROT EC 11 0il
FIRE PREVFIII ION
12 I IRE PREVENTION OPERATIONS
14 FEDERAL cu(@iwulli(y PROJECTS
16 FIRE SERVICE TRAINING
kmk PROGRAM TOTAL ***
SIATE FIRE COMMISSION
20 STATE FIRE COMMISSION
HIGHWAY SAFETY PLANNING AGENCY
24 IIWY SAFETY PLANNING OPERATIONS
26 FEDERAL GRANIS
mhk PROGRAM TOTAL H**
MOTOR VEHICLES
10 DRIVER SERVICES
32 VEHICIE SERVICES
34 FIELD SERVICES
36 ADMINISTRATION
3A COMMERCIAL VEHICIE SAFETY
mkk PROGRAM TOTAL HKK
MMH PUBLIC PRO 1EC310N TOIAL XMH
ADMINISTRATION OF JUSTICE
ALASKA STATE TROOPERS
42 PDL1ACUMEI NTS 1 C.1 .B.
44 NARCOIICS UNIT
46 WS 11
40 DIRECTOR®"S OFFICE
50 CEIIRAL COMIIUITICAL IONS
52 COIN111N11Y SERVICES
54 JUDICIAL SERVICES
56 PRISONER TRANSPORTATION
50 SEARCH AND RESCUE
60 BUILDING SLCUK I1Y
62 RURAL T1I1001°'IK HOUSING

mmh PROGRAM TOTAL mmm
VIl 1AGE PUB. SAI11lY 011. PRO.

06 ACT

10313.0
276.3
S65.11

2447 .6

13902.7

1277.5

eiff %

T2S3.7

1426.6
1426 .6

1276.5
435.9
4219.0
662.6

6594.0

9304.3

24236.0
2457 .7
69.6
795.0
1343.3
127.S
356S.0
993.7
170.5
548.2

34309.8

8? AU1lN

10113.6
284 .6
618.8

2420.2

13637.2

1330.4
10.0
337.6
1678.0

180.0

158.5
1389.2
1547.7

1390.2
465.5
4378.9
678.6
131.7
7044.9

10450.6

26467.5
2346.7
104.2
719.9
1254. 9
299. 7
3691.2
750.0
169.7
482 .0

36285.8

PAGE 23

&7 REV)

8745.2
196.5
716.2

1933.7
11591.6

1240 .8

10.0
299.6
1550.4

134.7
1389.2
1523.9

1122.8
392.1
4139.4
629.2

6283.5

9357.8

23795.5
2146.7
104.2
717.8
1220.3
299. 7
3538.9
750.0
169.7
41.0

32783.8

SUMMARY

*

m m m m

88 GOV

7669.3
196.5
716.2

1632.3
10214.3

1076.2

214.8
1291.0

192.2
1066.2
1258.4

940 .2
355.6
3870.7
615.2

5781.7

8331.1

21455.5
1795.2

656 .3
1020.4
244 .9
2940.8
750 .0
169.7

38C.4
29413.2

16=24 1/21/87

88 GOV - 87 RLV
COMPARISON

-1075.9 -12 .3*
-301.4 -15.6X
-1377.3 -11 .9v.
-164.6 -13.3*
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ALASKA STATE FIREFIGHTERS ASSOCIATION
P.O. Box 34324
Juneau, Alaska 99803-4324

March 25, 1987

The Honorable Fran Ulmer

Fifteenth Alaska State Legislature
P. 0. Box V

Juneau, Alaska 99811

Dear Madam:

Thank you for supporting the Fire Service by submitting our Bill
into legislation.

The Fire Marshal, Fire Service Training, and the Fire Commission do
supply a needed service to the insurance industry.

Last year SB-376 was supposed to equalize the tax rate between
foreign and domestic insurers. The statute did read 3% tax for foreign
and 1.5% for domestic.” -With the passage of SB-376 it equaled 2.7% for
both. Apparently, what was not noticed"is that 92% of the industry is
foreign insurers.. That means over 90% of,the insurance business done had
a decrease in the tax levied"by the State. We find that by adding the
.3% back, the insurance industry will be paying what they®ve been paying
all along. The State can collect over two million dollars.

It is important to think, about the Fire Service.NEach time our
environment 1Is made safer through inspections, plan reviews, training
firefighters, and! educating the public,,,,.®he insurance industry risk
decreases. This converts to millions of dollars in savings to the
insurance companies. v

> f

More than twenty other states are using funds, collected from the
insurance industry, for fire prevention.and training. In the past,
insurance companies have actually started their own fire departments to
protect their insurers.

Judy Knight indicated that you may need some statistics. I have
enclosed some statistics which may help. If you need more, let Bob Haag
or me know.

Thank you again.

Sincerely,

ALASKA STATE FIREFIGHTERS' ASSOC.

Gaylen E. Brevik
President
GEB:djo
enclosures



Hazardous Conditions, such as leaks and spills, power lines down,
aircraft standby and chemical emergencies where there was no
ignition, and Malicious (deliberate) false Alarms calls decreased

substantially from 1984 calls.

For the reader®"s benefit Overpressure Ruptures are steam, air, or gas

vessel ruptures where there is no ensuing fire, Service Calls are
such things as water removal, smoke or odor removal, animal rescue,
assist police, etc. Good Intent Calls are incidents where a person,

ir. good faith, thought there was a fire emergency which subsequently
proved to be something like steam, or there was si oke, but not from a

hostile fire.
MAJOR FIRES

Thirteen fires in 1985 resulted in individual losses exceeding
$500,000. Five of these occurred in Anchorage; one of these
experienced $500,000 in damage initially, then rekindled, causing an
additional $800,000 in loss. The largest single loss fire occurred
in Barrow, a school district warehouse complex estimated at
$3, 000, 000.

1985 Fires by Property Use

INJURIES DEATHS

FIXED PROPERTY USE If INCIDENTS FS clv CIVILIAN $ LOSS
Unclassified 2 200
Public Assembly 61 1 1 2,233,130
Educational 32 - 1,780,505
Irstitutional 21 27,105
Residential 1,260 23 51 27 14,881,553
St-ore/0ffice 138 , 7 6,263,545
Bfs. Industry/

Utilities 53 1 3,021,684
Manufacturing 20 2,307,100
Storage 144 2 1 4,910,193
Special 1-222 - ———————————— 3——££ z 2* _£a2™1£

TOTAL 3,475 37 70 29 38,819,596



1931 - 1985 COMPARISONS

1981 1982 1983 1934 1985
Civilian Fire Deaths 28 15 27 35 29
Deaths/Mi Hi on Pop. 54. 3 34. 7 54. 5 66. 9 54. 2
Civilian Injuries 84 62 70 63 70
Firefighter 1Injuries 46 28 42 36 37
Number of Fires 3,119 3, 109 3,214 3,680 3,475
Total Calls 7, 7177 10, 527 14, 035 14, 876 14,313
$ Losses (in millions) $40. 6 $42. 6 $72. 8 $34. 5 $33. 8
$ Loss per capita $93.29 $92. 44  $1 46. 98 $65. 95 $72. 56

«

- FIRE DEATHS

Once again, Alaska leads the Nation in deaths by fire, based upon the
number of fatalities per millic->. population. 0f the 29 whodied, 27
were in their homes, either single or multi-family dwellings.

17 were males, 12 females. 10 were under the age of 9. The
continued need to installand maintain smoke detectors is
demonstrated by these losses.

The discussion of fire deaths would be incomplete without examining

the rates. Fairbanks, for example, appears to have the highest urban
fire death rate during 1985, with 148 deaths per million population,
compared to Anchorage, which was 32. Similar comparisons show
Naknek, for example, to have a fire death rate per million population
during 1985, of 3,333. Small communities such as this, however, must
be looked at over a longer period of time, as the real pictureis

biased by their size and experience.

Table No. 1 in the appendices lists the fatalities 1in Alaska since
1979 by location. Local departments are urged to compare their
fatality problem with the rest of the state.



Revised 2/23/37

Division of Fire Prevention
FY38 Budget Analysis

GF Total
Fy 37 Authorized 1,274.3 1,578.0
FY 37 Revised 1,146.7 1,540.4
FY 88 Governor®s 897.3 1,291.0.

1. FY 88 budget is a decrease of $249.4 in GF from that of FY 87 revised
i.e., 21.3%, and a 29.6% decrease for FY 87 Authorized.

2. The Governor®s 8udget

cuts two (2) rputy Fire Marshall 11s (Anchorage and Fairbanks) and
one (1) Clerk Typist (Anchorage).

reclassify®s Education Special®"st | (Anchorage) to Administrative
Assistant 11I.

reclassify®s Education Specialist 1l in Fire Service Training to
Administrative Officer 1 and transfers it from Juneau to Anchorage.

cuts one (1) Education Specialist | in Juneau Fire Service Training.

concurs with implementing a new fee schedule to agencies to defray
costs.

moves Deputy Fire Marshall 11 from Juneau to Anchorage, making
Juneau a one-man office. —~—

eliminates completed Federal Community Project component.

moved $16.4 persona.l services savings from deleted position to grant
line In Fire Service Training.



Revised

Fire Prevention

FY 88/Governorls Eudget

The same as submitted by the Commissioner and the Director of the Division.

I Fire ODerations
POSITION COUNT
FY 88
Fy 87 GOVERNOR*"S
TITLE REVISED BUDGET COMMENTS
Di rector 1 1 9
Deputy Fire Marshal 11 L 2
Deputy Fire Marshal I 1 5
FP Engineer 1
Education Specialist I ppt 3
Support Position 5 5
16 PFT 14 PFT
1 PPT
Regional Offices
Anchorage 1 DFM 11 and 2 DFM Iboth FY 87 and FY 88
Fairbanks 1 DFM 11 and 2 DFM lboth FY 87 and FY 88
Juneau O DFM 11 and 1 DFM lin FY 88

1 DFM 11 and 1 DFM I in FY 87

»

Il.  Fire Service Training Program

- In FY 88, one Education Specialist position is cut from Juneau

- Added $16.4 into the grant line item

o
<



July
August
September
October
November
December

January

TOTAL:

Average
Per Month:

Estimate for

12 months:
(FY87)

Budgeted:
(FY87)

Shortfall:
<FY87)

BJIN
2/13/87

JOTw: FY 38 Budget is funded $297.0
holds and the receipts are lower,
in FY £8.

to be laid off

PLAN REVIEW RECEIPTS

FYO06
65,324.07
21,616.40
34,985 50
27,307.42
33,271.00

47,016.18

20,989.79

250,510.36

35,787.19

in PR and
additional

FY87
55,088.41
29,705.65
10,993.62
22,777.12

6,644.20

11,642.80

9,225.83

146,077.68

20,868.24

250,418.88

297,000.00

46,581.12

if the downward
positions will

Percentage
- 162
+ 372
- 692
- 172
- 802

- 752

-.552

- 422

- 16?

trend
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FIRE SERVICE TRAINING - SUMMARY NARRATIVE FY88 BUDGET

As an effort to consolidate State programs and provide for more cost
effective service to local fire departments, in FY36 the -ire Service
Training Program was transferred from the Department of Education to
the Department of Public Safety. In FY35 Fire Service Training®s
budget uas 5436-6. at that time a modest budget for stateuiae
assistance to local fire training programs and for providing programs
un ich Jlocal Tfire departments had neither the expertise ncr the
financial resources to provide for themselves.

The FY83 proposed budget represents a cut of more than 50 per cent in
three years, in a program which was already minimally funded* It has
already resultec in the elimination of direct training programs:

* Firefighter 1 training at the Anchorage Regional Fire Training
Center

* Senior officer training for rural fire departments

* Fire protection management training for municipal and suburban
fire departments

* Technical Assistance Teams to local communities

* Support of regional fire training centers
The effect of the proposed budget will be to virtually eliminate
State assistance to local departments. Elimination of the

coordinator position in southeastern Alaska and reclassification of
the supervisory position to an administrative officer will Place a

burden on the already taxed position 1in Anchorage-. The three
professional positions now iIn existence carry out fTire service
assistance functions with minimal clerical _help. Provision of

additional help to the Anchorage position will ease a few of the
administrative and financial duties now performed by the supervisor,,
but wili not eliminate any of the work presently performed by tne
Anchorage position. Particularly with the responsibility for Puolic
fire education, that position will be able to assume very feu of the
additional responsibilities of either the southeastern coordinator or
the supervisor.

In FYS8, given the budget as proposed, the following Tfunctions -
be accomplished as in FY87:

* VPSO Tfirefighter level training - 2 two-week courses
+ Naintenance of an audio visual Ilending Llibrary
* Purchase of updated programs -"or iending library

* Four outreach programs in conjunction with the National -i-e
Academy

* One Train-the-Tramer program :5n Hazaroous Materials

Training teams (itinerant instructors) to 4 local communities or

fire departments

Training grants to 10 - - csamuni||*S



(Summary Narrative FY83 Budget. F5T. cont.)

In FYS3. given the budget as proposed, tne following -"unctions wi il
n21 be accomplished as in FY37:

* Instructor testing and certification
* Firefighter testing and certification
* Evaluation of 1iocai training programs for accreditation purposes

* Completion of Hazardous Materials certification program and
curriculum development

* Completion of Firefighter 11 certification program and curriculum
development

* Existing curriculum and examination updates and revision

* Training programs 1in Methods of Instruction for two levels of
instructors

* Training teams (itinerant instructors) to 12 ioca! communities or
fire departments

* Training grants awarded to 20 - 20 fire departments or
commun ities

* Assistance to local communities or Tfire departments 1iIn developing
public Tfire education programs

* Sprinkler trailer demonstrations 1in southeast Alaska

* State representation on advisory boards of regional fire training
cent ers

* Maintenance of State fire equipment (S350.000+) at regional fire
training centers

* State representation on national training boards, 1input into
national standards and training Tfunctions which affect Alaska’s
fire service
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FIRE SERVICE TRAINING -

Similar
certification program, the fTire
been iIn existence for the past ten
instructors certified at various

In FYS7.
at the Instructor |1

Applicants
area.

level,

The FY83 budget uill
eliminationof the position
revision of examinations,
for testing.
Fairbanks - 11 Tfire departments
Eieison Air Force Base
University of Alaska
Fort Greely

North Star

Fort Uainuright
Clear Air Force Station

Kenai Peninsula -
Sol dotna
Anchor Point
Kodiak Island - 3 fire departments

Kodiak City
Bays ide

Southeastern - 5 fire departments

Juneau
Auke Bay

Rural - 3 fire departments

Chignik Bay
Kot zebue

Anchorage - 3 fire departments

Anchorage
Fort Richardson

Matanuska-Susitna Borough - 2 fire

Lakes
North Slope - 2 Tfire departments

lonoco

146 Ffire service applicants uere tested ano certified.
and 30 at the
represent 32 fire departments uhich are

and evyaluation

INSTRUCTOR CERTIFICATION PROGRAM

in function to the Department of Education’s teacher
instructor certification program ;=

rears. At this time there are a

levels of competence.

1?

Instructor 11 level.
listed oeiou bv

require el imination of this program due to the
res ponsibie for testing,

certification,
of applicant qualification

Nenana De-Pt of Public Safetv
Fairbanks Inti Airport
bteese -

North Pole

Fairtanks City

4 fire departments

Homer
Ridgeuay

U. S. Coast Guard Base

Glacier

Takotna

ElImendorf _Air Force Base

department:

Uasill a

ARCC



FIRE SERVICE TRAINING ~ FIREFIGHTER CERTIFICATION PROGRAM
Fire Service Training functions as the sole certification cffic-
fire personnel training. Statewide there are 213 firef lgmters
certified at the Firefighter 1 levei. through State s®or :crad
training programs as well as througn loo.il programs accrertted :v -

btate«

The Firefighter |1
uas eliminated

this year.
elimination of the position
Firefighter |1

in FY37 due to revenue
firefighters were certified from eight

In FY83 this program uiil
responsible for evaluating

training program accreditation ana conducting
proficiency examinations of applicants.

training series sponsored by Fire Service Trai n:ng
limitations.
training programs duriln
be eliminated due to the

However,
local

local

"hose Tfire departments which certified firefighters 1in FY37
Lynn Canal Homer
Uas illa Big Lake
Lakes NUI=Kk;
Auke Bay G iacier

Other participating departments are:
Una laska Valdez
Anchorage Kenai
Cordova Fort Ric.-iarcson
Ketch ikan Juneau area
Seward Kodiak

Delta junction
Fort Greely
Fai rbanks

Pet ersourg
Mat Su Chiefs Assee:atior:



FIRE SERVICE TRAINING - GRANTS PROGRAM FYS7

Historically, between 35 and 50 fir* departments or communit:
for local and regional fire tramino ‘grants in any fisca 1 wmea
25 - 35 of these actually gua::fvm; ano receiving -grants. T-
foiiouin-g is a list of those fire departments/communities =i
applied for and uere denied -grants in FY-57 due to insuffi:ien
revenues. Proposed FY6-3 budget wouid aliow training -grants t
issued to 10 - 12 fire departments or communities. Jith t-e
of State assistance to local communities, it 1is anticipate: :
requests for fire training -grants Jiil increase cns ider a=1v

become highly competitive in FYQi

Alaska Fire Chiefs Association

Grayling Volunteer Fire department

Ekuok Volunteer Fire Department

Shageluk City Council

Port Heiden Volunteer Fire Department

City of Una lakleet

Ketchikan Fire Department

Cities of Sand Point ana King Cove
Unalaska Fire Department

City of Hooper Bay

Cooper Landing Volunteer Fire Department
Ya~utat Volunteer Fire Department

Chignik Bay Volunteer Fire Department
Nenana Fire Division

Nikiski Fire Department

Pitka®"s Point Traditional Council

Upper and Lower Kalskag

Homer Volunteer Fire Department

City and Borough of Juneau Fire Department
Kasaan Department of Public Safety

Chilkat Indian Village |IRA

Meadow Lakes Volunteer Fire Department
Fairbanks North Star Borough Dert. of Community Safety
Toksook Bay Volunteer Fire Department
Hughes City Council”?

Kenny Lake Voluntee’r Fire Department

City of Aleknagik

City of Ouzinkie Volunteer Fire Department
Haines Volunteer Fire Department

Alaska Association of Fire and Arson Investigators
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AGENCY *
CATEGORY * PUBLIC PROTECTION

DEPARTMENT OF PUDLIC SAFETY

COMPONENT DESCRIPTION FY87 ATM
FIRE PREVENTION OPERATIONS 1330 .A
FEDERAL COMMUNITY PROJECTS 10.0
FIRE SERVICE TRAINING 337.8
xx TOTAL 1678.0
xx CHANGE VERSUS FY87 ATH
OBJECT DESCRIPTION
PERS. SERV. 1210.6
TRAVEL 103.1
CONTRACTUAL 253.1
COMMODITIES 51.8
EQUIPMENT 2.0
GRANTS, CLMS 57.A
FUNDING SUMMARY
FED. RECEIPT 10.0
GENERAL FUND 127A.3
PGM RECEIPTS 330.6
OTHER FUNDS 63.1
xX GENERAL FUND CHANGE VS. FY87 ATH
POSITIONS
FULL TIME 20.0
PART TIME
STAFF MONTHS 2A0.1l

STATE OF ALASKA

FY87 REV TRANSFER DECRMTS

12A0.8
10.0
299.6

1550.A

1151.0
96.5
223.1
50.8
2.0
27.0

10.0
1146.7
330.6
63.1

-5.0

-15.1

-20.1

-12.8
10.0
-10.7

-6.6

-20.1

1.0

12.0

— BUDGET UNIT SUMMARY

PROGRAM! FIRE PREVENTION

ITHCRMNTS GOVERNOR
-159.6 1076.2
-10.0
-69.7 21A.8
-239.3 1291.0
-11A.2X -100.0X -100.0X -23.0X
-229.3 908.9
-8.1 98_A
-1.6 210.8
-.3 50.5
2.0
20.A
-10.0
-229.3 897.3
-330.6
330.6 393.7
-117.9X -100.0X -100.0X -29.5X
-3.0 17.0
-1.0
-A8.0 202.0

SALSFRMA  10=55
HOUSE SENATE
-100.0X -100.0X
-100.0X -100.0X

C.

1/30/87
LEG. FIN.
C.

PAGE

BILLS
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06-12-01-00-00

AGENCY!
CATEGORY!

EXPENDITURES
t FUNDING

01

02

03

04

05

06

07

08

XX

09

1002
1004
1003
1011
1013
1028

15
16
17
18

PERS. SERV.
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT
LANDS/BLDCS
GRANTS, CLMS
MISC.

TOTAL EXPEND
I1-A TRANSFER
FED RCPTS
GEN FUND
1/A RCPTS
LIC/PER/CT
PUBL/OTHER
PGM P.CPTS
FULL TIME
PART TIME

TEMPORARY
STAFF MONTHS

PAGE 12

(12-55-2-05-01-00) STATE OF
DEPARTMENT OF PUBLIC SAFETY
PUBLIC PROTECTION
(01) (02) 24) (03)
FY86 ACT FY87 ATH FY87 REV
1029.8 1021.3 961.7
80.8 67.7 67.7
150.6 210.6 180.6
14.1 28.8 28.8
1.8 2.0 2.0
"4
1
1277.5 1330.4 1240.8
86.6 30.0 30.0
10.0
1004.4 963.0 873.4
36.8 36.8
263.1 330.6 330.6
17.0 17.0 16.0
1.0
204.0 204.0 202.0

ALASKA -- COMPONENT BUDGET SUMMARY SAL5FRMA  10*55 1730787
PROGRAM! fire PREVENTION LEG. FIN.
SUB-PROGRAMi FIRE PREVENTION OPERATIONS
megaiaaaaiMawsaia, C T @p 1 j V P AD 1 ABX
(04) (05) (06) (23) (08) (09) (10) (11) (12)
TRANSFER DECRMTS  INCRMNTS GOVERNOR  HOUSE SENATE c. C BILLS
i
-4.3 -159.6 797.8
67.7 (
-7 179.9
28.8 I
2.0
1
1
-5.0 -159.6 1076.2
30.0 t
-5.0 -159.6 708.8
36.8 1
297.0 .297.0
33.6 33,7?
-330.6
-2.0 14.0
-1.0
-36.0 166.0



(

06-12-01-00-00 (12-55-2-05-01-00) STATE OF ALASKA — COMPONENT BUDGET ANALYSIS SALSFRMA  10:55 1/ A7
AGENCY: DEPARTMENT OF PUBLIC SAFETY PROGRAM: FIRE PREVENTION LEG. FIN.
CATEGORY: PUBLIC PROTECTION SUB-PROGRAM: FIRE PREVENTION OPERATIONS

XX MX XX X X X K FY87 REV ANALYSIS X N X H X H X X X X

OBJECT GROUP VARIATION- DESCRIPTION: FY87 REV ($1,240.8) VERSUS FY87 ATH ($1,330.4)
01 PERS. SERV. -59.6 -5.8X HOLD THE EDUCATION SPECIALIST POSITION VACANT <659.6>.
03 CONTRACTUAL -30.0 -14_.2* REDUCE PROFESSIONAL SERVICES <$30.0>.
xx TOTALS -89.6 -6.7*

X X « X GOVERNOR®S ANALYSIS (b7 REV TO 88 GOV) X X X X X

TOTAL GEN_FUHD OTH_FUND PFT PPT DESC

-0.7 -0.7 0.0 0.0 0.0 TRANSFER P.C. MAINTENANCE AGREEMENTS 12008
-19.4 -19.4 0.0 0.0 0.0 TRANSFER RIP REQUIREMENT FOR FY88 12009
15.1 15.1 0.0 0.0 0.0 REDUCED VACANCY AND TURNOVER 12010
-159.6 -159.6 0.0 -2.0 -1.0 REDUCE LOCAL CODE ENFORCEMENT #2011
0.0 0.0 0.0 0.0 0.0 CHANGE PROGRAM RECEIPTS TO PUBLICATIOHS/OTHER SERV *2017
C.0 0.0 0.0 0.0 0.0 CHANGE PROGRAM RECEIPTS TO LICENSE/PERMITS/CERT. 12018

X x x x PROGRAM DESCRIPTION I PRIOR YEAR INFORMATION X X X x

1986 LEGISLATION: HB 647 (CH 108) $33.6 GF FOR WARNING PLACARDS AND FOR MUNICIPAL REPORTING PROGRAMS FOR HAZARDOUS
UASTES.
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|
04-12-01-03-00

AGENCY™*
CATEGORY™*

EXPENDITURES
I FUNDING

01 PERS. SERV.
02 TRAVEL

03 CONTRACTUAL
04 COMMODITIES
03 EQUIPMENT
06 LANDS/BLDGS
07 GRANTS, CLMS
08 MISC.

MX TOTAL EXPEND
09 1-A TRANSFER
1002 FED RCPTS
13 FULL TIME

16 PART TIME

17 TEMPORARY
18 STAFF MONTHS

PAGE 14

(00-00-0-00-00-00)

DEPARTMENT OF PUBLIC SAFETY

PUBLIC PROTECTION

(01) (02)
FY86 ACT FY87 ATH

3.5 8.1

7 1.6
2.0 3
6.2 10.0
6.2 10.0

(€D

STATE OF ALASKA

03) = (04

FY87 REV TRANSFER DECRMTS

10.0

10.0

(

COMPONENT BUDGET SUMMARY SALSFRMA 10 tSS
PROCRAMi FIRE PREVENTION
SUB-PROGRAM* FEDERAL COMMUNITY PROJECTS
................... FISCAL
(05) (06) 23) (08) (0'*) (10)
INCRMNTS GOVERNOR HOUSE  1SENATE

-10.0

-10.0

1/30/87
LEG. FIN.
(1) (12)
c. €. BILL

S



06-12-01-05-00 <00-00-0-00-00-00)
STATE OF ALASKA — COMPONENT BUDGET ANALYSIS SALSERMA  10:55
AGENCY : DEPARTMENT OF PUBLIC SAFETY

CATEGORY: PUBLIC PROTECTION PROGRAM: FIRE PREVENTION
SUB-PROGRAM: FEDERAL COMMUNITY PROJECTS

k h k Kk h h x k kn FY87 REV ANALYSIS N K NN N nnmmn
» K X n GOVERNOR"S ANALYSIS (87 REV TO 88 GOV) * N K N *
TOTAL GEH_FUND OTH_FUND PFT PPT DES5SC

-10.0 0.0 .10.0 0.0

0.0 THREE-YEAR FUNDING EXPIRES IN FY88 12012

1/30/87

LEG.

PAGE

FIN.

15



06-12-01-10-00 (00-00-0-00-00-00) STATE OF ALASKA — COMPONENT BUDGET SUMMARY SALSFRMA 10«55 1/30/87

AGENCYi  DEPARTMENT OF PUBLIC SAFETY PROGRAMY FIRE PREVENTION
CATEOORYi PUBLIC PROTECTION SUB-PROGRAM! FIRE SERVICE TRAINING LEG. FIN.
o ) FIsSCAL YEAR 1988 .....
EXPENDITURES
(26) (03) (06) (05) (06) 23
I FUNDING FY86 ACT FY87 ATH FY87.REV TRANSFER OECRMTS  IHCRMHTS @3 GO&QEQOR Hoﬂ?? Séﬁﬁ%E éllg é}fes

01 PERS. SERV. 189.3 189.3 -8.5 -69.7 111.1
02 TRAVEL 27.3 20.7 10.0 30.7
0S CONTRACTUAL 60.9 60.9 -10.0 30.9
OA COMMODITIES 22.7 21.7 21.7

05 EQUIPMENT

06 LAND5/BLDGS

07 GRANTS. CLMS 57.6 27.0 -6.6 20.6
08 MISC.
"K TOTAL EXPEND 337.6 299.6 -15.1 -69.7 216.8

09 1-A TRANSFER

1006 GEN FUND 311.3 -
1005 I1/A RCPTS 26.3 222'2 1o- m69.7 183
: 262
15 FULL TIME 3.0 3.0 1.0 1.0
. . 1. 3.0

16 PART TIME
17 TEMPORARY
18 STAFF MONTHS 36.0 36.0 12.0 -12.0 36.0

PAGE 16



(
04-12-01-10-00 (00-00-0-00-00-00) STATE OF ALASKA — COMPONENT BUDGET ANALYSIS SALSFRMA  10=55 1/30/B7

AGENCY: DEPARTMENT OF PUBLIC SAFETY PROGRAM: FIRE PREVENTION LEG. FIN.
CATEGORY: PUBLIC PROTECTION SUB-PROGRAM: FIRE SERVICE TRAINING

X X X X X X X X X X FY87 REV ANALYSIS X X X X X X X X X X

OBJECT GROUP VARIATION DESCRIPTION: FY87 REV (S299.6) VERSUS FY87 ATH (5337.6)
02 TRAVEL -6.6 -24.2X REDUCE TRAVEL AND PER DIEM <06.6>.
04 COMMODITIES -1.0 -4.4X REDUCE OFFICE AND LIBRARY SUPPLIES <51.0>.
07 GRANTS. CLMS -30.A -53.0Y
*x TOTALS -38.0 -11.3X

X X X X GOVERNOR®"S ANALYSIS (87 REV TO 88 GOV) X X X X X

TOTAL GEM_FUND OTII_FUND PFT PPT

-15.1 -15.1 0.0 13.0 0.0
0.0 0.0 0.0 1.0 0.0
-69.7 -69.7 0.0 -1.0 0.0 TRAINING MILL BE SHIFTED TO LOCAL DEPARTMENTS 12016

PAGE 17



AGENCY! DEPARTMENT OF PUBLIC SAFETY
CATEGORY! PUBLIC PROTECTION
COMPONENT DESCRIPTION FY87 ATH
STATE FIRE COMMISSION 180.0
xx TOTAL 180.0
xx CHANGE VERSUS FY87 ATH
OBJECT DESCRIPTION
PERS. SERV. 94.7
TRAVEL 44.8
CONTRACTUAL 25
COMMODITIES i,é
EQUIPMENT 13.5
FUNDING SUMMARY
GENERAL FUND 180.0
XX GENERAL FUND CHANGE VS. FY87 ATM
POSITIONS
FULL TIME 2.0
STAFF MONTHS 24.0

STATE OF ALASKA -- BUDGET UNIT SUMMARY

PROGRAM: STATE FIRE COMMISSION

FY87 REV TRANSFER DECRMTS INCRMHTS GOVERNOR
-100.0K -100.0K -100.0K -100.0K
-100.0K -100.0K -100.0K =-100.0K

SALSFRMA  10:55
LEG.
MOUSE SENATE C. C.
-100.0K -100.0K
-100.0K -100.0K

1731)/°87

FIN.

BILLS



(
06 7-02-01-00 (00-00-0-00-00-00) STATE OF ALASKA — COMPONENT BUDGET SUMMARY SALSFRMA 10:55

AOENCY<  DEPARTMENT OF PUBLIC SAFETY PROORAM i STATE FIRE COMMISSION
CATEGORY! PUBLIC PROTECTION SUFI-PROGRAMI STATE FIRE COMMISSION
FISCAL YEAR 1988
EXPENDITURES (01) (02) @4 03) 04) 05) 06) 23) 08) (09) (10)
i FUNDINO FY86 ACT FY87 ATH FY87 REV JRANSFER DECRMTS  INCRMNTS GOVERNOR  HOUSE SENATE
01 PERS. SERV. 94.7
02 TRAVEL 44.8
03 CONTRACTUAL 25.4
04 COMMODITIES 1.6
05 EQUIPMENT 13.5

06 LAND5/BLDGS
07 GRANTS* CLMS

08 MISC.

*X TOTAL EXPEND 180.0
09 1-A TRANSFER

1004 GEN FUND 180.0
15 FULL TIME 2.0
16 PART TIME

17 TEMPORARY
18 STAFF MONTHS 24.0

PAGE 20

1/30/87
LEG. FIN
(1)

. C.



06-

01

02

03

06

05

XX

12-02-01-00 (00-00-0-00-00-00) STATE OF ALASKA — COMPONENT BUDGET ANALYSIS SALSFRMA  111*55

AGENCY™ DEPARTMENT OF PUBLIC SAFETY PROGRAM* STATE FIRE COMMISSION
CATEGORY* PUBLIC PROTECTION SUB-PROGRAM* STATE FIRE COMMISSION

X X X X X X X X X X FY87 REV ANALYSIS X X X X X X X X X X

OBJECT GROUP VARITATION DESCRIPTION* FY87 REV (S0.0) VERSUS FY87 ATH (S180.0)

PER5. SERV. -96.7 -100.0X DUE TO REVENUE SHORTFALLS, THE COMMISSION WILL NOT BE ESTABLISHED IN FY87
TRAVEL -66.8 -100.0X 3836+g>§EVEHUE SHORTFALLS, THE COMMISSION WILL NOT BE ESTABLISHED IH FY87
CONTRACTUAL -25.6 -100 .ox ;Sgsf8>éEVEHUE SHORTFALLS, THE COMMISSION WILL NOT BE ESTABLISHED IN FY87
COMMODITIES -1.6 -100 .0ox 3555f8>éEVENUE SHORTFALLS, THE COMMISSION WwILL NOT BE ESTABLISHED IN FY87
EQUIPMENT -13.5 -100 .ox §§%;?§;REVENUE SHORTFALLS, THE COMMISSION WILL HOT BE ESTABLISHED IH FY87
TOTALS -180.0 -100 .ox

X X X X PROGRAM DESCRIPTION 1 9RIOR YEAR INFORMATION X X x X

1986 LEGISLATION* SB 209 (CH 86) 0180.0 GF FOR CREATION AND OPERATION OF THE ALASKAN STATE FIRE COMMISSION.

1730787

LEG.

FIN.



Alaska State Legislature

House
P.0. BOX V
o ) State Capitol
Official Business ‘ Juneau, Alaska 99811

M EMORANDUM
March 30, 1987

TO: Representative Dave Donley,
Chair ,/Houee Labor & Commerce Committee

FROM: Repr ran Ulmer
RE: House Bil 230

As you know, today | introduced House Bill 230, "An Act
relating to the premium tax on certain insurers". This bill was
referred to the Labor & Commerce Committee as the committee of
first referral.

I would appreciate it very much 1if you could schedule a
hearing for this bill as soon as possible.

Thank you for your consideration.



ANCHORAGE REGIONAL FIRE TRAINING CENTER
ADVISORY COUNCIL

April 14, 1987

Honorable Dave Donley, Chairman
House Labor & Commerce Committee
Alaska State House

Pouch V

Juneau, Alaska 99811

Dear Representative Donley and Members,
House Labor & Commerce Committee:

In these times of declining revenue, 1I"m sure that any proposal
that would 1increase funding to the state 1is something of a
rarity. However, just such a situation appears to exist.

Until last year, the 1insurance industry had paid a 3% premium
tax, which was then reduced to 2.7%. There now appears to be
several compelling reasons for bringing that tax back to 3.0%,

and that such 1increase would be in the best interest of all con-—
cerned. It is our understanding that such increase would be both

feasible and legal, and would not represent any 1increase to the
insurance industry over what they have been paying for years.

Since the budget proposal for FY-88 severely reduces funding for
the State Fire Marshal®s Office and the State Fire Service
Training Program within the Department of Public Safety, it seems
clear that the state will be able to do substantially fewer
fire code reviews of building plans, fire prevention inspections,
fire code violation abatement, arson investigation, training of
firefighters at the Regional Training Centers and other related

fire and life safety activities. With a reduction of these acti—
vities, the likelyhood of accidental fires increasing is. all but
certain. With an increase in fires, (and we have already seen an
increase in arson fires), the insurance companies face the

prospect of increasing claims to pay.

114a AIRPORT HEIGHTS ROAD
ANCHORAGE, ALASKA
09504

PHONE: C907J 27S<<4<4lS



However, with the premium tax brought back to the previous
level of 3.0%, an additional $2.5 million may be available to the
general fund.

Such action would appear to be in the best interests of both the
Fire Service statewide and the insurance industry, which have the
common goal of reducing fire losses, and at the same time, the
general fund would also be enhanced.

HB-230, introduced by Representative Ulmer on March 30, would
restore the Tfull premium tax, and directs that certain funds may
be wused by the legislature for fire prevention services. We
understand this bill has been assigned to your committee for
hearings. Our Council urges your favorable consideration of this
measure.

Sincerely Yours

Anchorage Regional Fire
Training Center Council

MIM:mb



3111 C Street, Suite 100

P.O. Box 10-2480

Anchorage, Alaska 99510-2480
(907) 561-5065

April 24, 1987

The Honorable Dave Donley
House of Representatives
P.0. Box V

Juneau, Alaska 99811

Dear Representative Donley:

Thank you for your attention in considering Blue Cross of Washington
and Alaska®s concerns about premium taxes. Increases iIn premium
taxes will have a definite affect on the affordability and conse—
guently the protection afforded by hospital and medical service
corporation benefit programs.

The personal courtesy shown me by you and your staff is deeply
appreciated.

Sincerely,

Senior Representative
Corporate Relations



