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HOUSE COMMITTEE REPORT

Date Referred: January 26, 1994 FURTHER REFERRALS:

Date of Committee Action: w

The STATE AFFAIRS Committee considered: HB 402
HOUSE BILL NO. 402 PROOF OF MOTOR VEHICLE INSURANCE

"An Act requiring that an owner’s motor vehicle liability insurance policy used as proof of financial
responsibility designate by description or appropriate reference the motor vehicles it covers; and providing for
an effective date.”

RECOMMENDATIONS: | | the same title
be replaced with 1 ) a new title

f | have attached amendments(s)

| 1do pass

[ | do not pass
M no recommendations
[ 1 individual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): (300 APPROVES PREVIOUS: (DepifDate)
[ ] fiscal impact [ ] fiscal note(s)
fy] zero fiscal note5 fub ~ (v(>mE.CE. [ ] zero fiscal note(s)
SIGNING DO PASS RECOMMENDATIONS

CHAIRMAN'



FISCAL NOTE

STATE OF ALASKA BILL NO: _ilft_4.Q2
1994 LEGISLATIVE SESSION

Revision Date: Dept. Affected: Ptihiic Safety

Title:  "An Ant, requiring that an owner's motor BRU: Motor Vehicles
Driver Servicet;

vehicle liahilitv insurance nnlinv.... Component:

Sponsor:  H lannr ft Commerce
Requestor: H. STA COMPONENT SERIAL NO. 500

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)
OPERATING FY 95 FY 96 FY 9-» FY 98 FY 99 FY 00

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0-

CAPITAL EXPENDITURES -0- -0- -0- -0- -0-

CHANGE Bl REVENUES ( )

Revenue Code

FUNDING: [Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL -0- -0- -0- -0- -0-
Estimate of current year (FY 94) impact: $
POSITIONS:

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

%

ANALYSIS: (Attach a separate page if necessary.)

Prepared By: -Nita Hensley 465-4361
Division: .Q2/28/94
Approved by Commissioner: .1)2/28/24
Agency: RirffifffM ARiirtnn npnt nf Pnhlir Sajprv

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
RavO/M Page 1 of 1



FISCAL NOTE

STATE OF ALASKA BILL NO. HB402

1994 LEGISLATIVE SESSION

Revision Date: Original Dept Affected: Natural Resources

Title: "An Act requiring that an owner's motor vehicle BRU: Management & Administration

liability insurance policy used as proof of financial responsibility...* Component: Commissioner's Office

Sponsor: Labor & Commerce

Requestor Labor & Commerce Component Serial No. 423
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FYo7 FY98 FY99 FY00

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES () 0.0 0.0 0.0 0.0j 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

oL 00 00 00 00 00

Estimate of any current year (FY94) cost: $ None

POSITIONS

FULL-TIME 0 0 0 O 0
PART-TIME O O 0 0 0
TEMPORARY O 0 0 0 O
ANALYSIS: (Attach a separate page if necessary)

The Department of Natural Resources will not be impacteo, fiscally or otherwise, by this bill.

Prepared by: Jerry Gallagher, Legislative Liaison / ) Phone: 465-2400
Division: Commissioner's Office ./ ( / Date: 1-Feb-94
Approved by Commissioner: (

Harry A. Noah ~ - ~<C Date: 1-Feb-94
Agency: Natural Resource

PREPARER TO PROVIpE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
(HBA02XLS Rov 2/1/94) For further distribution information call the Governor's Legislative Office Pago | of |
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Alaska Independent
Insurance Agents & Brokers, Inc.

February 21, 1994

The Honorable Al Vesey

Alaska House of Representatives
State Capitol, Room 102

Juneau, AJ 99801-1182

RE: House P"I11 402

Dear Representative Vesey,

House Bill 402 1is a result of the request of the Alaska Independent

Insurance Agents & Brokers. The AI1AB is an Association that
represents 49 individual insurance businesses with over 350
employees. The proposed bill would correct an inequity that exists

in current SR-22 (Financial Responsibility) Ffilings required to be
made after an individual has been involved in a motor vehicle
accident and does not carry the mandatory liability insurance.

The current financial responsibility filings require an iInsurance
company to provide coverage for ALL vehicles owned by the individual
whether or not these vehicles are actually covered on the insurance

policy. This, in effect, gives an advantage to a driver who has
already been in violation of Alaska statute over a good driver who
has carried insurance as required. We feel this is an unfair

situtation and proposed to change this in the language proposed in
House Bill 402.

P.0. Box 203088 « Anchorage, Alaska 99520-3088 « Tel: (907) 349-2500 « Fax: (907) 349-1300
AK XASUIAME A NTS f , TINC.



HOUSE BILL 402
PAGE 2

The insurance industry seeks continually to expand the number of
insurance companies doing business in Alaska as we feel this will
encourage a competitive marketplace which benefits all consumers.
The current requirements of the SR22 filing have made insurance
companies reluctant to write coverage in Alaska due to this
unreasonable requirement. Director David Walsh of the Division of
Insurance supports the change proposed in House Bill 402.

We would appreciate your support for this change and would be pleased
to discuss the issue with you further at your convenience.

Sincerely,

Lin
President



WALTER J. NICKEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT p.o. box hobos

JUNEAU, ALASKA 99811-0805
DIVISION OF INSURANCE PHONE (907) 465-2515

January 18, 1994

The Honorable ?I” Hudson
aska ous RrePre ntatives
Sate a||t oo 1
Juneau, Alaska 99801-118

Dear Representative Hudson;
Re: SR-22

The current, ruIe fo SR-22 fljmgs IS that }he cert|f|cat|Pn made B H
Insurer issuin iling certifies’ coverage an¥ vehlce drlven t e
Be son name et er “owned 01 non-owned. a has. caused
dﬂc? (es ﬁh gnsurers not willing to be exposed to thgs mehhc es
ntitied in t |I|ng gartlcu ar, msurers re concerned with those
\t/(e |(cel]e|sC ggv?ed insured but not declared t LLF exposing the Insurer

or which ¢ premium ﬁ not rece|ve his IS t? some extent
within the control o ft g Ins re[< h its und rwrltm%? the business
It Js writing. This in fact is the kin o Sltuation that Underlies the current

rule.

Ihe e Pave een cases where a erson n whose hbehalf an SR-22 has. beeg
IomeoEe anrdven an uninsure vehJ e owner that person, )ﬁ/ure

no coverage w s Vi ost states do not allow this
Ir}urt J hl(% % tate’\? ﬁ
the coverage u commerma ve
The Di dsmn o
We a?ree tﬁat xtension .ot cove a\%e to an ur]msured com erCJtéH tractor

situation fo occ%Jr W e curr r]t ruIe
er e tensmn of covera I!1 causes a ro at Iﬁ
extension 0 er. t - icle
archIarI¥ arger. vehicles, ndsu upports a revision
requirements %hat would make a |st|nct|on or such vehlcles
traile Hnlt IS Ina Propnate ana Would be pleased to work with you to
revise the law to retlect that situation.

Dep-v* Cocam./£eon.Jw.



RE: "ProofofFinancial Responsibility” filings for Alaska Drivers (SR-22)

HISTORY: 1989 Alaska State Legislature amended the definition of “proof of Financial
Responsibility” in regards to the i:SR-22” tiling. (HB 44)

Prior to the 6/14/89 effective date, the SR-22 filing read:
“Owners Policy: Applicable to all Owned vehicles Insured by the signatory (insurance)
company named on this certificate'l NOTE: (insurance) added for clarification.

Current law reads:
“Owners Policy: Applicable to all motor vehicles owned by the named insured that are

subject to registration.”

PROBLEM: The current law is interpreted to mean that coverage is to apply to ALL
OWNED vehicles, whether they are added to the policy OR NOT. This means the insurance
carrier is to provide insurance coverage on vehicles the insured may own or acquire, and not
advise the carrier and not pay a premium on. The Department of Public Safety further advises
that under die current law it is their interpretation that this coverage would apply to All Owned
Vehicles, which would include Private Passenger Autos, Motorcycles, Dump Trucks, Etc..

Keep in mind that the SR-22 filing in many cases is needed for the driver that has been
convicted of DWT, Reckless Driving, and the like. This law places a responsibility on die
insurance company, that exceeds what they must provide for drivers with clean records that
don't have a need for die SR-22 Filing. Example: Most Private Passenger Auto Policies
provide up to 30 days coverage on newly acquired vehicles. IF the insured does not notify the
insurance company of the newly acquired vehicle within that 30 day period, then coverage
DOES NOT apply to it to that newly acquired vehicle.

SOLUTION:
Correct the definition of “Proof of Financial Responsibility” to read:

“Written certificate issued by an insurance carrier authorized to do business in this state. This
written certificate verifies that there is in effect a motor vehicle liability policy for the benefit of
die person required to furnish proof of financial responsibility and shall designate, by explicit

description, or by appropriate reference, ail vehicles covered by that policy. Ifthat person does
not own a vehicle, proof will be required under AS 28.20.390."

Ol/zo/M
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HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE STATE CAPITOL. JUNEAU. AK 99801-1182
(907) 465-4954

MEMORANDUM

March 4, 1994

TO: res ntative Al Vezey, Chair
tate Affb\1 alrs % r%m(lzttee

FROM: Re resenta t|v Bill Hudson, Chair
ouse Labor & Commerce Committee

SUBJECT: House Bill 402, motor vehicle liability insurance

Thank for s Cp%dulm HB402 for a hearing before ourcommﬁtee The
W, roobloh61 Inancia r;n rCoen3| mﬂnt ?lenmt{or %CRE%ZH |ve%s vg{] It e?galusest
TJ theJ Alaska Independee t Insurar¥ce Agents and BroLers Inc.

#n 1989, the Alaska Stete Legi Iature amengetd the d f|n| |oq of"proofof
Inancial respo ?lblld rega % h% lin % |I|ngC Pmany
cases IS neegde vers who have been co nwﬁt DWI's, reckless
gnvm and tn |ke UHder current law, an or “af rﬂg river can
rve Pre venicles and has mor overa e than a d |ver FO n%
Rersona auto insyrance po c I the re re uwe how a hat tn 3/
ave mleHance the )C/are not equired to re ort ny ve |c s.added to t
ao IC |s In effect, gjves an advantage % risk™ driver over a 1good
r|¥ rwmo as Person auto Insurance. The cuyrent requirements of'S
ilin % e also made msuraqJ companies reluctant to write coverage
|n Alaska due to this unreasonable requirement.

House BB” 402 seeks 10 ﬁorrect the definition of ' Iproof offln% ncial
egonm |I|t% %o that all drivers receive e ualteatment ur[]ent law
aces reepg ? on the nsFrance c0H1 y that exceeﬂsw at they
ust prg| IS Wi nrecorswho 0 not nee ne SR%
0us rowdest at Insyrance comganles will be informed

as toqwhat vehicles they me Insuring so that they are more able to evaluate
the risks.

i mt'M |






(7)
Date Referred: February 23, 1994 FURTHER REFERRALS:

Date of Committee Action: 3'

The STATE AFFAIRS Committee considered: HB 403
HOUSE BILL NO. 403 AUTOMOTIVE LIABILITY INSURANCE COVERAGE
"An Act requiring that automobile liability insurance include coverage for uninsured or undermsured motor

vehicles and an offer of policy limits for that coverage equal to coverage voluntarily purchased for bodily injury
or death; and providing for an effective date.”

RECOMMENDATIONS: | ] the same title
be replaced with i ]a new title

J have attached amendments(s)

] do pass

] do not pass
*1 no recommendations
] individual recommendauons

] additional referral to the__ Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTEC(S): (Dep) APPROVES PREVIOUS: (Depl/Daic)
[ ] fiscal impact [ ] fiscal note(s)
\/\ zero fiscal note £<4 0 [ ] zero fiscal note(s)
SIGNING DO PASS ] DP OTHER RECOMMENDATIONS DNP NR AM
X G
X Y X X |..v
frw ttr-/ chcu/—i— Xy v
. QG
........ ~ r
/

CHAIRMAN'S



HOUSE COMMITTEE REPORT

(7)
Date Refenred: January 26, 1994

Date of Committee Action: 2./

FURTHER REFERRALS: State Affairs

The LABOR AND COMMERCE Committee considered:

HOUSE BILL NO. 403

AUTOMOTIVE LIABILITY INSURANCE COVERAGE
"An Act requiring that automobile liability insurance include coverage for uninsured or underinsured motor
vehicles and an offer of policy limits for that coverage equal to coverage voluntarily purchased for bodily injury

or diath; and providing for an effective date."”

RECOMMENDATIONS:
be replaced with

[ ] have attached amendments(s)
[ 1do pass

[ Jdo not pass

[ ] no recommendations
[vfindividual recommendations
[ ] adc itional referral to the

| 1the same title

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):

[ ] fiscal impact

_ | 1lanew title
Committee
letter of Intent
Oepo APPROVES PREVIOUS: (Ikpt/Diie)

[ ] fiscal note(s)

<20MfY\nTEE REPORT



FISCAL NOTE

STATE OF ALASKA BELL NO. HB 403
1994 LEGISLATIVE SESSION

Revision Date: Department Affected:  Commerce and Economic Development
Tile: Automotive Liability Insurance Coverage BRU: Insurance
Component: ~ Operations

Sponsor House Labor & Commerce Committee

Requestor: ] COMPONENT SERIAL NO. 354
. Expenditures/Revenues:

OPERATING EXPENDITURES FY % FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
'RAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

( CAPITAL EXPENDITURES 0 0 0 0 0 0
CHANGE IN REVENUES () 0 0 0 0 0 0
FUND SOURCE
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 -0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current vear (FY 94) cost: $ 0
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary.)

No fiscal impact
Prepared by:  Joan Biown, Administrative Officer Phone: ~ 465-2597
Division:  Insurance Date: 1/28/94

Approved by Commissioner:  Paul Fuhs
Agency: Commerce and Economic Devgtopment A Date: T-]Z-yy'

PREPARER TO PROVIDE ALL DISTRIBUTION COPES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information cafl the Governor’s Legislative Office _
Rey 11/93 PageJ _ofj—
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Alaska State Legislature

Official Business State Capitol
Juneau, AK 99801-1182

HOUSE LABORAND COMMERCE COMMITTEE

SPONSORSTATEMENT
HBA403
AUTOMOBILE LIABILITY

Uninsured/Underinsured (UivS/L .a) motorist coverage protects the
vehicle owner against being injured in an accident with an at-fault motorist
who has no bodily injury liability insurance. Ul motorist coverage applies
only if the uninsured motorist is legally liable for the resulting injury.
Uninsured motorist coverage puts the injured insured in the same position
as if the motorist actually responsible for the accident had bodily injury
liability insurance. This means that if the injured driver cannot be
compensated for an injury by the negligent party who has no insurance, he
can, in fact, turn to his own insurance company for compensation. The
injured drivers insurance company must take the place of the motorist
who, in violation of Alaska Statute, did not cany liability insurance
coverage.

As a result of legislation passed two years ago, Alaskan insurers are
required to offer uninsured or underinsured motorists coverage in excess of
coverages voluntarily purchased by an insured. As a result, uninsured
and underinsured motorist coverage in Alaska has increased in cost
during a time when insurance rates are a controversial topic. While these
increases are due to the high limits of coverage required here, the premium
for UI/UIM coverage is only a small part of the total insurance premium
for vehicles.

The best method of assuring the Alaska consumer of competitive auto
insunmce premiums is to have a marketplace which encourages
competition. A greater number of insurance companies doing business in
Alaska will ensure a more competitive premium in all areas of insurance
coverages. We can encourage this competitive marketplace by not
mandating unreasonable insurance coverages.

House Bill 403 was introduced to remove the mandatory offer of
higher insurance limits. Currently, Alaska is the only state in the nation
that requires insurance companies to offer uninsured/underinsed motorist
coverage of up to two million dollars. HB 403 amends As 21.89.020(c) to
require coverage that includes policy limits equal to the limit voluntarily
purchased to cover the insured's liability for bodily injury or death, but the
policy limit written may not be less than the policy limit in AS 28.20.440.

HB 403 has the support of the Division of Insurance and the Alaska
Independent Insurance Agents and Brokers, Inc. and a zero fiscal note.



UNINSURED/UNDERINSORED MOTORIST COVERAGE

RESPONSE TO TESTIMONY DURING HEARING ON HOUSE BILL 403

BY: Linda Hall, President
Alaska Independent Insurance Agents & Brokers, Inc.

1. House Bill 403 will continue to require insurance companies to
offer both uninsured and underinsured motorist coverage. The change
in statute does not seek to change the type of insurance coverage
offered, but rather seeks to change the limits of coverage that are
mandatory. The option to purchase the protection of uninsured and
underinsured motorist coverage would still be available for the
Alaskan consumer. The c lange would correspond to other mandatory
coverages in requiring a minimum limit of coverage, not a maximum

limit.

2. The change requested in House Bill 403 does not lessen the
opportunity for consumers to become educated regarding insurance
coverages. The bill seeks to change only the mandatory limits.

Under either current statute or the proposed change in HB 403, the
consumer still has the option NOT to purchase coverage at all. The
limits of insurance mandated is a very different issue than whether
the consumer chooses to purchase coverage. Insurance companies would
still, be required to offer this coverage.

In fact, very few Alaskan consumers have chosen to purchase the
high limits of coverage now mandated to be offered. In the largest
personal department in an independent agency in Alaska, out of an
estimated 5,000 policyholders, only 1 has elected to purchase the
maximum limits of $1,000,000/2,000,000 now mandated to be offered.
Other agents interviewed indicated they have never had a client
purchase the high limits. The high limits now required to be offered
do not appear to be limits that Alaskan policyholders desire.

3. Alaska has mandated insurance be purchased by all drivers to
protect the public. Compliance is done by certification when
obtaining a motor vehicle license. The issue of compliance with
mandatory liability insurance laws has no relevance to the optional
coverage offered by uninsured/underinsured motorist coverage. HB 403
would not remove the option to purchase protection. It would only
change the limits required to be offered.

4. Both preferred and non-preferred drivers a.re impacted by the
insurance marketplace. The insurance industry is constantly changing
and iInsurance rates change. Personal auto insurance has become a
crisis iIn many areas of the United States. We need to protect
Alaskan consumers by continuing to create an atmosphere that
encourages competition and encourages new iInsurance companies to enter
Alaska. No one has claimed that a specific company will enter Alaska
if HB 4C3 is enacted. The claim is that the reform will encourage
new companies, who look very seriously at the legislative and
judicial atmosphere of a state before deciding to commit their
financial resources in that state.

LIN'PP" HPtL-L oH5E



UNINSURED/UNDERINSURED MOTORIST
PAGE 2

5. Another 1issue has become purchasing an umbrella policy to save
premium costs. While an umbrella policy itself is quite inexpensive
considering the protection it offers, a primary policy must be
purchased first. The primary policy limits must be fairly high to
qualify for an umbrella policy. Examples of these underlying limits

are:

RLI 250,000 Per Person/500,000 Per Accident or 300,000
Combined Limit

Allstate 100,000 Per Person/300,000 Per Accident or 300,000
Combined Limit

Kemper 300,000 Combined Limit

CIGNA 500,000 Combined Limit

It is highly unlikely that a consumer could save ™hundreds of
dollars™ by purchasing an umbrella policy and he would still be able
to purchase fairly high limits of uninsured/underinsured motorist

coverage.

If, in fact, the Alaska consumer seeks protection against medical
and disability costs, he would be far better protected with major
medical and disability policies to protect in many circumstances, not
just in the very limited potential of being injured in a vehicle
accident by an uninsured driver.

House Bill 403 is not a change iIn the types of iInsurance coverage
offered to the Alaskan consumer. It is a reduction in the very high
limits that are currently required to be offered. We would appreicate
your continuing support for this legislation.



AUTO | FIRE CASUALTY LIFE

Combs

. FAX .'307) 74S-7275

Insurance TOLL FREE 1-800>478-21<4
341 S. ALASKA SI. PALMER, ALAS* A ss<i3 PHONE (sc7) 7#5-21*4

Agency Inc.

February 19th, 1994

Alaska Houcc of Raprsenntativcg

State 0f£ Alaska
Chairmon Hudraon, House Labor & Commerce Committee

Set HB >103

D-ar Chairmen Hudson,

I am submitting this letter as rebuttal to the testimony given
to the committee, by Senator Dave Donley regarding this bill.

Uninsured motorists coverage has been available to the citizens of
Alaska for several deaadeo, and originally only applied to bodily
injury. Industrial Indemnity Company began voluntarily offering
uninsured motorists property damage coverage in the mid 1870"a, and
many of the competing insurance companies fallowed thGt lend.

Underinsured raotoristis coveraae is a relatively raw coverage the*
wam introduced to Alaska in the early 1980"c, and became available to
all insureds vith the passage of the mandatory automobile insurance
statutes.

The concern that has been expressed by the insurance Industry, 1is
not the availability or requirements to offer uninsured/underinsured
motorists coverage, as all inauranoe companies currently offer and
promote the benefits of the coverage, but rather the requirement to
offer thia valuable coverage at higher limltB then the Insurance
company would voluntarily provide.

A fev insurance companies that provide automobile insurance
coverage in Alaska only desire to provide limits of liability up to
4300,000.00, This is usually due to the typo of drivers that they
market their insurance too, such ac higher risk drivers. The current
otatuteo mandate that this i1naursnco company offer to this driver
limits of uninsured/underinsured motorists coverage up to 01,000,000.00
per person for bodily injury and 02,000,000.00 per accident for bodily
injury. Very few of these drivers actually choose this limit of
oovwrage, but the mandated requirement iIs present.

The general praatice by insurance professional® and promoted by
the insurance companies, is to offer the name corresponding limit of
Insurance for uninsured/underinsured motorists coverage as ia provided
for the drivers liability limit to the public.

fVGrtMG'Y  Z - 1S-"4
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An example would be to provide a 6303,000.00 limit, of liability
lor the public protection* and *300,000,00 limit of uninsured/
underinsured motorists coverage for the insured. No other state in
the union mandates that the insurance company offer limits of
unlncui&dJundmrinsured motorists coverage higher than those provided
for protection to the public. The thinking is that if T-fe insured is
willing to purohaee protection to the public at a certain limit, then
that insured should be able to ensure protection for ths"ir own family
equal to that same limit.

The State of Alaska has runny statute® and regulations the* addroos
the iInsurance requirements for protection to the public; 1inaluding
Construction Contractors, Truckers, Air Taxi Operators, eta. In ail
of theae iInstances, the statutes and regulations only address the
minimum requirements that must be maintained by the regulated business,
they certainly do not stipulate a maximum that must be provided.

I would like to encourage the committee to promote the minimum
otonderdc, and let the insurance market competition dictate the higher
levels of insurance limits offered to the insured.

In the testimony given to the committee by Senator Donley, 1 need
to clarify a rather glaring misunderotanding that he hao regarding an

“"Umbrella Policy*. 1 am unaware oi any "Umbrella Policy" that offers
the limits to be excess over any uninoured/underinourcd motorictc
coverage. An "Umbrella Policy" 1ie an insurance contracts that offer
limits of liability <liability to other people and other property)
that are excess over the insured"s other insurance policies. These
policy limits do not apply to any uninsured/underinaured motorists
coverages. HB 403 would have absolutely no affect on any "Umbrella
Policy*.

Sioceroly,
MPC/FFIC Michael P. Combs, CIC

President

£0d EDMddTISNI  SOWQD £0:31 te. SI B3d
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HISTORY:

PROBLEM:

SOLUTION:

Alaska Independent
Insurance Agents <& Brokers, Inc

UNINSURED/UNDERINSURED MOTORISTS

In 1990, :he Alaska State Legislature passed HB 429 stating carriers in this Situe 'shall,
initially and at each renewal, offer" UM and UIM coverage, and that coverage may not
be less than the statutorily required coverage described in AS28.20.449, Additionally,
and for the first time, the carrier shall offer its insured the following options:
1. UM/UIM policy limits equal to limits voluntarily purchased by the insured for
liability coverage, and
2. UM/UIM policy limits greater than voluntarily purchased liability limits in
specified optional amounts ranging from $100/$300,000 to $1,000,0000 /
$2,000,0000.

Many carriers currently writing automobile coverage in Alaska(prior to passage of HB
429) did not offer limits up to $1,000,000/$2,000,000. and prefer not to offer the higher
limits. Carriers considering coming to Alaska, as well as carriers considering expanding
their writings in our state are hesitant because of this new law. This has the effect of
limiting automobile coverage availability in the State of Alaska, which is not in the best
interest of the Alaskan consumer. One of this association's ongoing goals is to increase
insurance availability to the consumer, and this law is hampering our efforts.

Our recommendation, which is supported by many of the insurance companies involved,
is wording as follows;

"Sec. 1 AS 21.89.020(c) is repealed and reenacted to read:

(c) An insurance company offering automobile liability insurance in this state for
bodily injury or death shall offer at the time of initial purchase, coverage prescribed in
AS 28.20.440 and 28.20.445 or AS 28.22, with limits equal to the limit purchased
voluntarily to cover the insured's liability for bodily injury or death, for protection of the
persons insured underthe policy who are legally entitled to recover damages for bodily
injury or death from owners or operators of uninsured or underinsured motor vehicles,
The limit written may not be less than the limitin AS 28.20.440. The term "underinsured
motor vehicle" shall not be construed to include an uninsured motor vehicle

Simply put, we feel the requirement to offer UM/UIM should only be at limits equal to
the Bodily Injury/Property Damage limits written under the policy.

P.O. Box 203088 « Anchorage, Atajka 99520*3088 « Tel: (907) 349*2500 « Fax: (907) 349*1300
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P.O. BOX 33519
Juneau. Alaska 99803
i907) "89-5208

FAX: (907) 789-1856

January 27, 1994

Representative Bill Hudson
Alaska Legislature

Capitol Building

Juneau, Alaska ~ 99801

Re: HB 403
Dear Bill;

| understand HB 403 has been scheduled for hearing by the House
Labor and Commerce Committee on Februam(,S 1994- ° This  bill
concerns Uninsured/Underinsured motorist liability insurance, and
| urge you to support this bill.

"ne current high limits required of the insurance companies, s
just another Teason many companies refuse to enter the Alaska
market. ~ With too few companies domq business in Alaska, there
Is limited competition that causes all of us to pay more.  More
companies would mean even more competitive rates.

Please support this legislation.

Dave Moe



UNINSURED/UNDERINSURED MOTORIST LIMITS INFORMATION

The Al1AB made contact with the National organization, the
Independent |Insurance Agents of America, requesting information on
the limits of UM/UIM that are required in other states. The response
from Matt Middaugh 1indicates that almost every state has UM/UIM
limits that parallel those required for bodily injury and property
damage. Following 1is the [listing of various states with the
requirements for bodily injury/property damage Qlimits and the
indication that these states also require these same limits be offered
for uninsured/underinsured motorist coverage.

STATE LIABILITY STATE LIABILITY
Alabama 20740710 Missouri 25/50/10
Arizona 15730710 Montana 25/50/10
Arkansas 25/50/15 Nebraska 25/50/25
California 15/30/5 Nevada 15730710
Colorado 25715710 New Hampshire 25/50/25
Connecticut 20740710 New Jersey 15/730/5
Delaware 15/730/10 New Mexico 25/50/10
Dist. Of New York 25/50/5

Columbia 25/50/10 N. Carolina 25/50/10
Florida 10/20/10 N. Dakota 25/50/25
Georgia 15730710 Ohio 12.5/25/7.5
Hawaii 15735710 Oklahoma 10/20/10

Idaho 25/50/15 Oregon 25750710
Illinois 20/40/15 Pennsylvania 15/30/5
Indiana 25/50/10 Rhode Island 25/50/25
lowa 20/40/15 S. Carolina 15/30/5
Kansas 25/50/10 S. Dakota 25/50/25
Kentucky 25/50/10 Tennessee 20/50/10
Louisiana 10/20/10 Texas 20/40/15
Maine 20/40/10 Utah 25/50/15
Maryland 20/40/10 Vermont 20/40/10
Massachusetts 10/15/30 Virginia 25/50/20
Michigan 20740710 Washington 25/50/10
Minnesota 30/60/10 W. Virginia 20740710
Mississippi 10/20/5 Wisconsin 25/50/10

Wyoming 25/50/20

The First two Ffigures refer to bodily injury liability limits and. the
third Ffigure to property damage liability. For example, 10/20/5
means coverages up to $20,000 fo:-all persons injured iIn an accident,
subject to a limt of $10,000 for one individual, and $5,000 for
property damage coverage.

NOIE In aparisaon Aladds liaa ity rate is 507100725, te
Hdest in e ratian
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11010 WHITE ROCK ROAD

P.0. box 23so
RANCHO CORDOVA. CALIFORNIA 9S741-23S0

December 13, 1993

Ms. Gina McBride

Alaska Independent Insurance Agents & Brokers, Inc.
P.O. Box 203088

Anchorage, AK 99520-3088

RE: Letter of Support
Changes to Alaska UM/UIM Statute (AS 21.89.020 (c))

Dear Ms, McBride:

This letter is to confirm Progressive's support for the changes to the Alaska statute concerning

Uninsured/Underinsured Motorists coverage being proposed by the Alaska Independent
Agents & Brokers.

Your changes would replace the requirement for companies to offer $1,000,000/52,000,000
UM/UIM limits with a requirement to offer UM/UIM limits equal to the Bodily
Injury/Property Damage limits on the policy.

We believe that these limits will provide sufficient protection for Alaskans, while eliminating
a potential source of litigation and/or un-reinsured catastrophic loss for companies.

Progressive provides both preferred and non-standard automobile insurance to over 10,000
drivers in .Alaska.

Sincerely,

"TTUW I- 0. k)le 107/1.

Mark D. Niehaus
Vice President

.MN1213JU



December 2, 1993

Ms. Gina McBride

AI1AB, Inc.

P.0. Box 203088

Anchorage, AK 99520-3088

Re:  Proposed Legislation - U.M./U.I.LM,

Dear Gina:

Alaska National does support a change in AS 21.89.020(c).

The current wording causes us to send over 600 letters per year
offering the various combinations of limits required by law. ~Our
customers, almost without exception, choose to buy "U.M./U.L.M.
limits equal to the B.l. limit,

The change made two years ago does nothing for the consumer other

than require them to deal with a letter from their insurance carrier
offering again and again options which they arc not interested in.

For the insurance company, it has added unnecessary expense and
probably discouraged some  companies from writing auto insurance in
Alaska due to the unusually high limits they would have to offer.
Your tentative wording would seem to correct the problem.

Sincerely,

Underwriting
RIM/cg

7001 Jewel Lake Road < Anchorage, Alaska 99502 < Telephone (907) 248-2642 + Claims (907) 266-9227
Fax (907) 266-9252 Fax (907) 266-9250
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Rep. Bill Hudson, Chairman
Rep. Joe Green, Vice Chair
Rep. Brian Porter

Rep. Eldon Mulder

Rep. Joe Sitton

Rep. Bill Williams

Rep. Jerry Mackie
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None

COMMITTEE CALENDAR

*HB 403
HEARD AND HELD IN COMMITTEE

*HB 394
PASSED OUT OF COMMITTEE

HB 292
PASSED OUT OF COMMITTEE
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Howard Jaegar

Shattuck and Grummett Insurance Agents
301 Seward St.

Juneau, Alaska 99801

789-2446 -
Position Statement: Supported HB 403

Sen. Dave Donley

Alaska State Legislature

State Capitol

Juneau, Alaska 99801-1182

465-3892

Position Statement: Opposed HB 403

Tim Benintendi, Staff

Rep. Carl Moses

Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182
465-4451



Position Statement: Represented sponsor of HB 394
PREVIOUS ACTION

ACTION NARRATIVE

TAPE 94-8
SIDE A
Number 001

CHAIRMAN HUDSON convened the House Labor and Commerce Committee at
3:10.

Number 010

HOWARD JAEGAR, Shattuc.k and Grummet Insurance Agency and as
spokesman for the legislative committee of the Alaska Insurance
Agents and Brokers. Mr. Jaegar explained that the 1insurance
industry supports HB 403 as it will benefit the young and impaired
drivers in the state get insurance by opening new market and
encouraging additional insurance companies to come into the state.

Number 200

SEN. DAVE DONLEY, stated he 1is opposed to HB 403 and outlined the
history of uninsured liability insurance to the committee.

SEN. DONLEY stated that he assisted former Speaker Joe Hayes in

producing mandatory auto insurance law in the state. He added
that this legislation was the first time that underinsured motorist
coverage was ever put into statute iIn Alaska. Up until then the

state had uninsured motorist coverage.

SEN. DONLEY explained that it was not mandated in Qlaw that an
insurance company had to offer this underinsured coverage.
Consequently, no insurance company wanted to be the first to offer
this type of insurance because to be the first in the market meant

you get all the excess exposure..— After seeing this -problem, the
legislature passed a bill to require all insurance companies to
offer this insurance. Because of this, every insurance company

offered it and no one had a greater amount of excess exposure and
all could write their rates appropriately and provide this option
to the people of Alaska.

SEN. DONLEY asserted that much of what occurs 1iIn the insurance
industry depends on public education. Current law gives consumers
the option of learning about this type of insurance and availing
themselves of this. Sen. Donley contends that many people don"t
spend the time necessary to research and learn about various
options out there for insurance.

SEN. DONLEY asserted that when a person has not chosen to this
option of purchasing underinsured protection and gets injured 1in



an accident with an underinsured driver then they maybe faced with
medical bills they can"t pay. In this scenario everyone pays as
we as a state subsidize the hospitals for those that can"t pay.

SEN. DONLEY stated that Hawaii and North Carolina require drivers
to show proof of insurance before they can get license or
registration. The problem with this system is that it involves
alot of paperwork and bureaucracy. In acknowledgement of that,
Alaska has not gone to that system. Fven though we haven®"t, Alaska
has had great success and has cut in at least half the number of
uninsured drivers.

SEN. DONLEY reminded the committee that this 1is a voluntary
compliance system until someone is caught doing something wrong.
He believes this 1is all the more reason to give consumers the
option of buying this additional uninsured and underinsured
insurance to protect from themselves from the persons driving
around without auto insurance at all.

SEN. DONLEY noted that the subsequent reminders required by law to
be given to consumers by the insurance companies was written into
the law as an education Tactor, to force people 1into making a
conscious choice in the matter.

SEN. DONLEY stated that preferred drivers are not significantly
impacted by HB 403 other than the fact that they will not have the
option they did before. The people in the minority that this will
benefit are a small percentage on non preferred drivers. This
benefit is speculative at best, that there may be some companies
that may come into this market to offer this non preferred
insurance to this smaller group of consumers that may cause more
competition.

SEN. DONLEY said he would like to hear from any insurance companies
that would be willing to state that if HB 403 is passed that they
will come to Alaska and offer this insurance. Until this happens
all the talk is just speculation.

SEN. DONLEY explained -that-one-way to protect: yourself 1is to
purchase an umbrella policy. If the consumer has a good agent and
utilizes this system they could save hundreds of dollars a year.
Under HE 403 if you utilize an umbrella policy you would no longer
have the option of increasing your underinsured and uninsured
coverage.

Number 347

CHAIRMAN HUDSON stated he would postpone hearing HB 403 until a
future date when the committee had more time.

Number 373

TIM BENINTENDI, Staff, Rep. Moses, presented HB 394. Mr.
Benintendi stated HB 394 1is a reintroduction of HB 112 and will






(7
Date Referred: January 26, 1994

Date of Committee Action: H + _
The STATE AFFAIRS Committee considered:

HOUSE BILL NO. 404

FURTHER REFERRALS

HB 404

NATIVE ALLOTMENTS IN STATE PARKS

"An Act relating to the authority of the commissioner of natural resources to reconvey, or relinquish an interest
in, land to the United States if that land or interest being reconveyed or relinquished is identified in an amended
application for a land allotment under federal law and the original claim for an allotment described land that
is now within, or managed as a unit of, the state park system."”
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FISCAL NOTE

STATE OF ALASKA BILL NO. 11B404
1994 LEGISLATIVE SESSION

Revision Date: Original Dept Affected: Natural Resources

Title: ‘An Act relating to the authority of the BRU: Parks and Recreation Management
commissioner of natural resources to reconvey, or relinquish an..." Component:  Parks Management

Sponsor Representative Hoffman

Requestor Representative Hoffman Component Serial No. 452
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES -

EQUIPMENT

LAND & STRUCTURES
*BRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES () 0.0 0.0 0.0 0.0 0.0 0,0l
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY94) cost: $ None

POSITIONS

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

TEMPORARY 0 0 0 0

0 0
Existing staff assigned to the Division of Parks and Outdoor Recreation are performing the duties and public contact necessary to begin,
administer, and complete the allotment application amendment process as part of their duties in managing Wood-Tikchik State Park.

Allowing applicants to amend their applications for land outside of a state park will reduce public impact and speed finalization of these

applications, some of which have been pending for over 30 years.

Prepared by: Neil Johannsen, Director Phone 762-2603
Division: Parks Date : 25-Feb-94
Approved by Commissioner:

Harry A. Noahi JJ A Date: 25-Feb-94
Agency: Natural Resouri

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
(HB404j<Is Rev z/25/94) For further distribution information call the Governor’s Legislative Office Page 1 of 1
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DISTRICT 39

AKIACHAK
AKIAK
ALEKNAGIK
ATMAUTLUAK
BETHEL
CHEFORNAK
CLARKS POINT
DILLINGHAM
EEK

EKUK
GOODNEWS BAY
KASIGLUK
KIPNUK
KONGIGANAK
KWETHLUK
KWIGILLINGOK
MANOKOTAK
NAPAKIAK
NAPASKIAK
NUNAPITCHUK
OSCARVILLE
PLATINUM
PORTAGE CREEK
OUINHAGAK
TOGIAK
TUNTUTULIAK
TWIN HILLS

Representative Lyman F. Hoffm an

Alaska Stace House
State Capitol ¢ Juneau, Alaska 99801-1182 « (907) 465-4453

TO: Representative Al Vezey, Chairman

House State Affairs Committee

FROM: Representative Lyman Hoffm

Prime Sponsor

RE: HB 404 - An Act relating to tRe authority of the
commissioner of natural resources to reconvey,
or relinquish an interest in, land to the United
States if that land or interest being reconveyed
or relinquished is identified in an amended application
for a land allotment under federal law and the original
claim for an allotment described land that is now
within, or managed as a unit of, the stare park system.

DATE: March 1, 1994

Mr. Chairman, thank you for taking up HB 404.

Recently there has been considerable focus by the state Department
of Natural Resources regarding the changes to Title 38 of the Alaska
Statutes. One component of this exercise is a technical change
allowing the State of Alaska to reconvey land to the Bureau of Land
Management. This change should expedite relocation of allotments in
state parks.

It has come to my attention, through the Bristol Bay Native
Corporation and the Bristol Bay Native Association, that efforts to
rectify this transfer situation have ground to a standstill. More than
100 applications have recently celebrated their 20th anniversary on
BLM's shelves and it would seem , without HB 404, there is no end to
the wait in sight. The time is long past for correcting this situation.

Thank you for your consideration.

P.O. Box 886 e« Bethel, Alaska 99559 « (907) 543-3541



43 USCS § 1614 Public Lands

authorized to modify any such contract, with the co: sent of the purchaser, by substituting, to
the extent practicable, timber on other national forest lands approximately equal in volume,
species, grade, and accessibility for timber standing on any land affected by such conveyances,
and, on request of the appropriate Village Corporation the Secretary of Agriculture is directed
to make such substitution to the extent it is permitted by the timber sale contract without the
consent of the purchaser.

(b) No land conveyed to a Native Corporation pursuant to this Act or by operation of the
Alaska National Interest Lands Conservation Act which is within a contingency area
designated in a timber sale contract let by the United States shall thereafter be subject to such
contract or to entry or timbering by the contractor. Until a Native Corporation has received
conveyances to all of the land to which it is entitled to receive under the appropriate section
or subsection of this Act, for which the land was withdrawn or selected, no land in such a
contingency area that has been withdrawn and selected, or selected, by such Corporation under
this Act shall be entered by the timber contractor and no timber shall be cut thereon, except
by agreement with such Corporation. For purposes of this subsection, the term “contingency
area” means any area specified in a timber sale contract as an area from which the limbei
contractor may harvest timber if the volume of timber specified in the contract cannoi be

obtained from one or more areas definitely designated for timbering in the contract.
(As amended Dec. 2, 1980, P. L. 96-487, Title IX. 8908, 94 Slat. 2447.)

HISTORY; ANCILLARY LAWS AND DIRECTIVES

Amendments:

§ 1616.

66380. Act Dec. 2, 1980 designated the existing provisions as subsec. (a), and added subscc.

Joint Federal-State Land Use Planning Commission for Alaska

INTERPRETIVE NOTES AND DECISIONS

1. Public easements [43 USCS § 1616(b>]
Recreational users of land subject to conveyances
to Native village under Alaska Native Claims Set-
llement Act (43 USCS 88 1601 etseq.) have
standing to challenge Department of Interior action

tn certifying area as Native village entitled to con-
veyance” of public_lands under "Act, since rccre-
ctional use is within zone of interest protected by

provision of § 1616(b) requiring retention of public
access easements in lands removed from public
domain under Act. Stratman v Watt (1981, CA9
Alaska) 656 F2d 1321.

Existence of highway right-of-way in favor of
state neither precludes conveyance byBureau of
Land Management under Alaska Native Claims

Settlement Act (43 USCS 8§ 1601 et seq.) of
subject land in fee nor reservation of overlapping

public easement, as reservation and conveyance are
subject to previously existing right-of-way interest,
but decision of BLM to convey and conveyance
document must identify right-of-way and declare
that conveyance and reserved public easement are
subject to state's right-of-way, if valid. State of
Alaska, Dept. of Transp. < Public Facilities (1981)
88 ID 629.

§ 1617.
application against statutory acreage grant
(a)-(b) [Unchanged]

Standing to appeal decision of Bureau of Land
Management as to public easement decision made
pursuant to 43 USCS § 1616(b)(1) requires that
appellant claim property interest within meaning of
43 4 902, and said property interest is salisfac-

when consistinE of valid existing right .o which

r.
conveyance of lands under Alaska Native Claims
Settlement Act is subject pursuant to 43 USCS
§ 1613(g), and additionally, appellant must further
assert that appealed decision affects that property
interest by failing to provide access to public lands.
Ray DcVilbiss (Wolverine Grazers Asso.) (1982) 89

Jy ° .
C. - lne~. . ei-
S,nce PuT>ose °fJ43 USCS § 16W_OO? P*bbc

easement is to provide access across Native lands to

lands not selected, such easement necessarily alTects
lands other than those to be conveyed; therefore,
member of public who claims private interest ir.
land other than land to be conveyed, in asserting
standing to appeal § 1616(b)(1) casement decision,
can rely on this private holding as his or her
"property interest" affected within meaning of 43
CFR 4.902. Ervin K. Terry (1982) 89 ID 242.

Indian allotment authority in Alaska; revocation; charging allotments on pending

(c)(1)(A) Notwithstanding any other provision of law, an allotment applicant, who had a valid
application pending before the Department of the Interior on December 18, 1971, and
whose application remains pendi.-g as of the date of enactment of this subsection [enacted
Oct. 14, 1992], may amend the la’d description in the application of the applicant (with
the advice and approval of the responsible officer of the Bureau of Indian Affairs) to
describe land other than the land that the applicant originally intended to claim if—

(i) the application pending before the Department, either describes land selected by,
tentatively approved to, or patented to the State of Alaska or otherwise conflicts with
an interest in land granted to the State of Alaska by the United States prior to the

filing of the allotment application;

(ii) the amended land description describes land selected by, tentatively approved to.
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43 USCS § 1618

or patented to the State of Alaska of approximately equal acreage in substitution for
the land described in lltc original application; and
(iii) (he Commissioner of the Department of Natural Resources for the State of
Alaska, acting under the authority of State law, lias agreed to reconvey or relinquish
to the United Slates the land, or interest in land, described in the amended
application.
(B) If an application pending before the Department of the Interior as described in
subparagraph (A) describes land selected by, but not tentatively approved to or patented
to, the State of Alaska, the concurrence of the Secretary of the Interior shall be required
in order for an application to proceed under this section.

(2)(A) The Secretary shall accept reconveyance or relinquishment from the State of Alaska

of the land described in an amended application pursuant to paragraph (1)(A), excepi
where the land described in the amended application is State-owned land within the
boundaries of a conserv ation system unit as defined in the Alaska National Interest Lands
Conservation Act. Upon acceptance, the Secretary shall issue a Native Allotment
certificate to the applicant for the land reconveyed or relinquished by the State o! Alaska
to the United States.

(B) The Secretary shall adjust the computation of the acreage charged against the land
entitlement of the State of Alaska to ensure that this subsection will not cause the State
to receive either more or less than ns full land entitlement under section 6 of the Act
entitled “An Act to provide for the aomission of the State of Alaska into the Union",
approved July 7, 1958 (commonly referred to as the “Alaska Statehood Act") [48 USCS
note prec § 21], and section 906 of the Alaska National Interest Lands Conservation Aci
(43 U.S.C. 1635). If the State retains any part of the fee estate, the State shall remain

charged with the acreage.

(As amended Oct. 14, 1992, P. L. 102-415, § 3, 106 Stat. 2112.)

HISTORY; ANCILLARY LAWS AND DIRECTIVES

References in text:

“The Alaska National Interest Lands Conservation Act", referred lo in subsec. (c), is Act
Dec. 2, 19S50, P. L. 96-487, 94 Stat. 2371. For full classification of such Act, consult USCS

Tables volumes.

Amendments;
1992. Act Oct. 14, 1992, added subsec. (c).

INTERPRETIVE NOTES AND DECISION'S

Native Alaskans whose families have used and
occupied lands located inside 3 national wildlife
refuges do not have right to apply for allotments of
such lands, where each applicant’s personal use and
occupancy commenced after land ceased to be va-
cant, unappropriated, and unreserved. Akootchook
v United States, Dept, of Interior (19S4, CA9
Alaska) 747 F2d 1316.

Alaska Natives applying for allotment within
national forest under 1906 Alaskan Native Allot-
ment Act must establish personal use and occu-
pancy of land prior to establishment of forest.
Shields v United Slates (1981, DC Alaska) 504 F
Supp 1216.

Alaskan native's allotment is land held in trust

for an Indian under 30 USCS § 185, and therefore
excluded from United States land subject to grant
of right of way under Trans-Alaska Pipeline Act (43
USCS § 1652); native allotment application filed in
1971 has priority over pipeline application filed in
1969 because vested native preference relates back
to initiation of occupancy; apparent United Slates
approval of right-of-way agreement was by unau-
thorized official, and government is not estopped to
deny approval, pipeline company and stale will be
awarded title to improvements, but holders of na-
tive allotment claim may be entitled to damages.
Alaska v 13.90 Acres of Land (1985, DC Alaska)
625 F Supp 1315.

§ 1618. Reservations; revocation; excepted reserve; acquisition of title to surface and subsur-
face estates in reserve; election of Village Corporations

HISTORY; ANCILLARY LAWS AND DIRECTIVES

Other provisions:

Supplemental appropriation for Native Groups. Act Dec. 2, 1980, P. L. 96-487, Title XIV.
Part B, 94 Stat. 2498, provided: "The Secretary shall pay by grant to each of the Native
Group Corporations established pursuant to section 14(h)(2) of the Alaska Native Claims
Settlement Act [43 USCS 8§ 1613(h)(2)] and finally certified as a Native Group, an amount
not more than $100,000 or less than S50.000 adjusted according to population of each Group.
Funds authorized under this section may be used only lor planning, development, and other
purposes for which the Native Group Corporations are organized under the Settlement Act

[43 USCS 8§ 1601 et seq.].".

93



§ 38.05.035 Alaska Statutes 8 38.05.035

available, granted, or subject to being transferred to the state for any
purpose;

(13) [Repealed, § 15 ch 181 SLA 1978; § 20 ch 182 SLA 1978.1

(14) [Repealed, § 88 ch 152 SLA 1984.]

(b) The director may

(1) delegate the administrative duties, functions or powers imposed
upon the director to a responsible employee in the division;

(2) grant preference rights for the lease or purchase of state land
without competitive bid in order to correct errors or omissions of a
state or federal administrative agency when inequitable detriment
would otherwise result to a diligent claimant or applicant due to situ-
ations over which the claimant or applicant had no control; the exer-
cise of this discretionary power operates only to divest the state of its
title to or interests in land and may be exercised only

(A) with the express approval of the commissioner; and

(B) ifthe application for the preference right is filed with the direc-
tor within three years from
— (i) the occurrence of the error or omission;

(ii) the date of acquisition by the state of the land; or

(iii) the date of a court decision or settlement nullifying a disposal
of state land;

(3) grant a preference right to a claimant who shows bona fide
improvement of state land or of federal land subsequently acquired by
the state and who has in good faith sought to obtain title to the land
but who, through error or omission of others occurring within the
three years before (A) the application for the preference right, (B) the
date of acquisition by the state of the land, or (C) the date of a court
decision or settlement nullifying a disposal of state land, has been
denied title to it; upon a showing satisfactory to the commissioner, the
claimant may lease or purchase the land at the price set on the date of
original entry on the land or, if a price was not set at that time at a
price determined by the director to fairly represent the value of unim-
proved land at the time the claim was established, but in no event less
than the cost ofadministration including survey; the error or omission
of a predecessor in interest or an agent, administrator, or executor
which has clearly prejudiced the claimant may be the basis for grant-
ing a preference right;

(4) sell land by lottery for less than the appraised value when, in
the judgment of the director, past scarcity of land suitable for private
ownership in any particular area has resulted in unrealistic land
values;

(5) when the director determines it is in the best interest of the
state and will avoid injustice to a person or the heirs or devisees of a
person, dispose of land, by direct negotiation to that person who pres-
ently uses and who used and made improvements to that land before
January 3, 1959 or to the heirs or devisees of the person; the amount

X 0S.0SS
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TO: Ron Swanson DATE. 9 December 1993

Director
Division of Land

TELEPHONE: 762-2600
762-2535 FAX

FROM: pPeter J. Panarese SUBJECT: Native Allotments in
Chief, Fj~l/~Mperations Alaska State Parks

Below listed afe the approximate numbers of Native Allotment
App’ications in units of the state park system. The numbers
reported are for pending applications still to be adjudicated. Records
on file in the Division of Land may be more accurate in units such as
the Alaska Chilkat Bald Eagle Preserve and Denali State Park.

Alaska Chilkat Bald Eagle Preserve 35

Wood-Tikchik State Park 104
Kachemak Bay State Park 2
Captain Cook State Rec. Area 2
Denali State Park 12
Shuyak Island State Park 4
Total

Numerous allotment applications in state park units have been
adjudicated and patent awarded. Developing detailed information
one the number of pending or patented Native allotment claims will
take more time. Please give me a call if I can be of further
assistance.

Post-It" brand fax iransminal memo 7671 #oipeges» /

To

, a5
o/, F

pUuEBf273,360 2-
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FISCAL NOTE
STATE OF ALASKA BILL NO. HB 405
1094 LEGISLATIVE SESSION

Revision Date: Department Affected:  Administration

Title: *An Act establishing and relating to the Alaska Information BRU: Alaska Information Network Corporation
Network Corporation Component: Alaska Information Network Corporation
Sponsor: Kot

Requestor House State Affairs COMPONENT SERIAL NO.
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY % FY % FY 97 FY 98 FY 99 FY 00
PERSONAL SERVICES 0 2285 2385 2385 2385 2285
TRAVEL 21.0 43.6 436 436 43.6 43.6
CONTRACTUAL 260.0 1,175.0 2,085.0 2,829.0 3,669.0 3,669.0
SUPPLIES 0 53.0 26.5 26.5 26.5 265
EQUIPMENT 0 29285 851.5 3,0285 1730 1730
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 281.0 44386 32451 6,166.1 4,150.6 4,150.6
CAPTAL EXPENDITURES 0 0 0 0 0 0
CHANGEINREVEMES () 0 0 0 | 0 0 0
FUNDING SOURCE: (Thousands of Dollars)

1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 2810 44386 3.245.1 6,166.1 4,150.6 4,150.6
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GFIMHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 2810 4438.6 32451 6,166.1 4.150.6 4.1506
Estimate of any current year (FY 94) cost: $ 0

POSITIONS:

FULL-TIME A 4 4 4 4 4
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)

Information Services contacted other states to gather information for the attached costs. Hawaii passed similar legislation in 1988 and the costs
here are hased in part on discussion with state of Hawaii and Hawail's similar corporation personnel. Figures are based on Hawaii's
implementation costs to serve an area much smaller than the state of Alaska. Costs assume using to a large extent the infrastructure currently in
place in the state of Alaska. See attached detail for additional information.

Prepared by:  John Valensi, Director A? A Vm. U, > Phone:  465-2220
Division:  Information Services oo Dbte:

Approved by Commissioner  Nancy Bear Usera
Agency:  Department of Administration Date: T w |

PREPARER TO PROVIDE A It DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 01/94 Page 1 of 9
2AEAI2330KAN
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EQUIPMENT

Computer Hardnare
Computer Software
Installation
Mainterance

Nework Enrencenents
Cffice Ecpiprent

Tod

GRAND TOTAL
Yer 1mFlaming Prese

Yeer 2 - Inplenventation Prese
Year 4 o BErenoenent Phese
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967.0
10000
10351
780
75001
300
202851

2810 4438.6!i

I'Yer 5 and Yeer 6 « Sishilization Prese

Attached are the assunptions used to prepare these expenditure details

Page 3 OF 9

.
200|
10

|

780]
750!

2.5
8515

3245.1

I
1020.01

10000
10001
156
75001

25

302851

|

6166.1!

BILL NO..

35 135
10 10
1560 1560
25 25
1130 1730
1506 41506



BILL NO. HB 405

FISCAL NOTE FOR DEPARTMENT OF ADMINISTRATION

Analysis:

This financial information has been constructed as though it would be a budgeting request for the
Alaska Information Network Corporation. A number of assumptions have been made to develop this
budget and are noted throughout this analysis.

Assumptions:

It is assumed that during the first year of operation (FY 95) the Corporation would be formed with
the appointment of a board of directors. At least one meeting of the board will be held in
Anchorage by August 15th. Staff from the Department of Administration and/or other state agencies
will provide staff support for the first meeting and subsequent meetings as needed during this fiscal
year. This staff time will be funded from Corporation funds. At the first meeting and prior to the
employment of the executive director or any corporation staff, the board will appoint a Chair and
direct state staff to oraft a Request for Proposals (RFP) for project management support to the board.
This process is expected to be completed by October 30th and require at least one more meeting of
the Board to review and evaluate proposals, and make a selection.

The contracted project manager will work closely with the Board Chair, the Board, and state staff
(from the Department of Administration, the state library, and the University: agencies which
currently provide statewide networking) to develop a second RFP. This RFP will be for the
development of a detailed plan and report to design, develop, implement, operate and maintain a
state information network. It is assumed that this process will not be completed before March 15,
1995. Once the plan is completed, the board would recruit and appoint an executive director who
would hire the remaining corporation staff to effectively implement the plan beginning in FY 96.

It is assumed that FY 96 would be the first full year of operation for the corporation. Costs for
opening an office for the corporation staff and to begin implementation of the state information
network plan are included.

The majority of costs identified in fiscal years 1996 through 2000 were obtained from a review of
ccsts to establish similar networks in other states. More specifically, the state of Hawaii has passed
similar legislation and established a similar infrastructure. When Hawaii initially embarked on their
project, the state’s communication infrastructure was not as extensive as the State of Alaska’s
communication infrastructure. A significant amount of money was spent in establishing that
infrastructure, including the purchase and installation of earth stations and satellite communications.
Due to the communications infrastructure already invested by the state it is therefore assumed that
the current state systems which are provided though a combination of state owned and leased
facilities will be used. However, discussions with network staff at the University of Alaska and the
Division of Information Services indicate that the existing infrastructure would require significant
modifications in certain area to allow access by the public. It is therefore assumed that the existing
state-owned network facilities would be modified where cost effective and feasible to allow citizen
access but that the corporation would depend primarily on public carriers, particularly in rural areas
where state facilities do not provide long distance communications. Since most state communication
services are available on a cost reimbursement basis, it is assumed that the corporation would be
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providing funding to the state facility providers for the use and enhancements of those facilities when
needed to support the state information network.

It is further assumed that the network will result in the placement of personal computers or other
devices in communities throughout this state to allow citizen access to the information network.
Since the existing RATNet currently serves 240 rural communities, it is assumed that the information
network will also eventually serve a similar number of communities.

In addition, there could be some form of subscriber fee for local citizen, community, corporate and
private participation in this project. Federal participation funds may also be available in future fiscal
years once the initial investment has been made and the network has proved its commercial value.
For example, the University of Alaska Southeast currently has an access fee of between $10.00 and
$20.00/month for connection to the national Internet. The University began offering this service in
December 1993 and projected revenues at $72,000. They currently receive only $30,000.

If the Corporation had a similar fee and anyone accessing the network were to be required to pay the
fee, significant revenues could be generated to offset operating costs. For example, if we assume
that every time someone were to use the network were to be charged $10.00, 200,000 inquiries per
month could generate $24,000,000 in revenues annually. However, it appears that the intent of the
legislation is to provide a network with minimal costs to citizens. A $10.00 charge/month/inquiry
does not appear to be reasonable or consistent with the intent of the legislation. It is assumed at that
rate, there would be minimal use. The state of Hawaii does not charge an access or inquiry fee. For
the purpose of this fiscal note, no revenues have been included. However, it is assumed that once
the network is running as envisioned, a fee could be assessed which would somewhat offset
operations.

Specific detail on costs included in each fiscal year are shown below.

FY 1995

FY95TRAVEL

All travel based on average trip - 2 days with airfare, per diem, and/or rental ear

Travel for "Board Members™ - University of Alaska. President (Fairbanks to Anchorage - 4 trips at
$674/trip); DOA Commissioner (Juneau to Anchorage - 4 trips at $730/trip); State Librarian (Juneau

to Anchorage - 4 trips at $730/trip)

Other (Appointed) Board Members - 4 trips (roundtrip to Anchorage) at $730/trip for two members;
per diem at $95/meeting for two members (assumes these members reside close to meeting place)

State Employee Travel - two persons - 4 trips (Juneau to Anchorage)at $730/trip
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FT95 CONTRACTUAL

Professional Services - Technical consulting - Based on DOA Telecommunications Engineer and
Computer Services Technicians FY94 rate of $7()/hour (1,428 hours of consultation); provide
consultation to board on RFP related planning and issues (Interagency transfer to DOA/DIS, the
University or other state entity providing support and/or payments to obtain technical services from
private sector if the board chooses.)

Professional Services - Includes issuance of 2 RFP’s in start-up year

(11 Project Management - RFP to obtain contractor to serve as project manager for the first year
and solicit a Request For Proposal which will result in the Plan for all phases of
implementation of the Network - $5(),00()

(Includes all contractor travel and miscellaneous expenses)

(@) Statewide Plan - RFP which will result in the Plan for all phases of implementation of the
network - $100,000 (includes travel, all contractor travel and miscellaneous expenses)

Other Contractual Services - Secretarial services (10.0)- transcription service, word processing,
copying, advertising and other board support

FY96 PERSONAL SERVICES

Expenses associated with employing four full time staff for the corporation: Executive Director,
Telecommunications Planner. Administrative Assistant, and Clerk Typist. The State of Hawaii
currently employs a staff of six in the Corporation and has an additional three staff members from
the equivalent Division of Information Services who are assigned full time to support of the network.

|
FY96 TRAVEL

Staff Travel has been added in FY 96 thru FY 2000 to account for corporation staff travel to include-
9 trips (Anchorage to Juneau) at $73()/trip; 20 trips/year (Bush communities to Anchorage) at
$730/trip: 2 trips/year (Anchorage to Lower 48 - convention or conference travel) at $715/trip.

FY% CONTRACTUAL SERVICES

Legal Services - Average cost/year based on two years of legal representation to DIS at $235/hour
for FCC licensing, telecommunication service, and other communication related consultation with

attorneys.

Technical Consultants - Rate of $70/hour - increased hours due to planned Implementation Phase.
The state of Hawaii currently has three full time staff people from the equivalent Division of
Information Services assigned full time to the corporation.
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Technical Training - Training related to hardware, software, and communications for corporation
.staff and others involved with implementation as required. Also, training to librarians or others in
communities who will be using the network and showing others in the community how to use it

Other Professional Services - Contractual assistance obtained for implementation of various portions
of the network, including marketing of the system to private companies, local communities, and state
agencies and providing programming assistance to access databases to be used on the system.

Communications - Office telephone system for FY 96 through 2000- includes basic line charges, long
distance charges, and leased equipment and voice mail charges - Cost projected using FY 94 state
rates (6.0).

Long distance and local charges - Rough analysis based on the following. (1) The Division of
Information Services currently spends approximately $2.5 million per year to local and long distance
carriers on behalf of state agencies to acquire long distance communication services. These costs are
currently funded through interagency transfers from the agencies who subscribe to the service. (2)
The Division pays an additional $X70.0 thousand for satellite transmission costs for RATNet service.
(3) In addition to tnese costs, each agency pays additional costs directly to long distance carriers for
various types of long distance service. (4) The state of Hawaii currently experiences approximately
2 million minutes of use per month on their network. If the state of Alaska experienced similar
utilization based on current long distance rates for <X}) service (disregarding any use of existing state
systems) the bill for service would be over $900.0 thousand per month. (Assumes 200,000 calls per
month where each call would average 10 minutes @ $.69 for the first minute and $.4X for the
remaining 9 minutes.) These costs assume the network will not be fully functional and in use before
January |, 1996 and that utilization in the beginning will be low; approximately $500.0 thousand in
FY 96 and eventually increasing to less than $3.0 million in FY99 and FY 2000.

Other - Advertising/publications costs increased during Implementation phase for solicitations, public
meetings or hearings, miscellaneous report production (40.0); office costs (15.0)

Rental/Leases - Office space lease based on current GS&S averages and standards

FY96 MATERIALS AND SUPPLIES

Initial furnishing of office, including desks, chairs, file cabinets, bookcases and other office
furnishings.

FY9 EQUIPMENT

Computer Hardware - Based on FY94 costs to network this size office via a Local Area Network -

includes PC’s and printer and local area network server (32.0) and networking of office (20.0) via
Wide Area Network;
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Gateway installation and networking costs for state information network - Based loosely on Hawaii
FY1 costs (915.0) which includes a Unisys mainframe computer and a Videotech gateway. It is
assumed that any hardware, software, or network equipment or services would be procured through a
competitive solicitation.

Computer Software - Word Perfect, Excel, etc. for small office (5.0);

Software to support Implementation Phase of state information network - based loosely of Hawaii
FY1 costs (1000.0)

Installation - Charges associated with establishing Local Area network (3.5): Installation of software
to support Implementation Phase - based loosely of Hawaii FYI costs (100.0)

Maintenance - Based on Hawaii FYI costs

Network Enhancements - Enhancement of existing state network facilities to support Implementation
Phase of Project - one half of enhancement project completion. Existing state network facilities are
comprised of hardware, software, leased and private communication circuits. To include the
purchase of routers, bridges, personal computers or terminals to be installed in approximately 240
communities throughout the state to allow public access. The state of Hawaii spent over $3.0 million
to enhance and establish a network infrastructure and spent an additional $3.0 in ensuing fiscal years
to establish backup capabilities for and enhancements to that network.

Office Equipment - Office set-up costs

FY97CONTRACTUAL
Technical Consultants - Rate of $70/hour - increased hours due to full implementation of project

Communications - Increased costs due to full project implementation and greater use of network.

FY97 EQUIPMENT
Computer Hardware - Office network costs
Computer Software - Office software costs

Office Equipment - Routine office equipment costs
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FY'LS EQUIPMENT

Computer Hardware - Upgrade and/or back-up system to Gateway - Based loosely on Hawaii FYI
costs

Installation - Upgrade and/or back-up system to Gateway - Based loosely on Hawaii FYI costs

Maintenance - Increased maintenance costs due to upgrade and/or back-up system

FY99CONTRACTUAL

Communications - Increased costs due to enhancement of network

Technical Consultants - Based on DIS Telecommunications Engineer and Computer Services
Technicians FY94 rate of $70/hour

(I, 42N hours of consultation); assumes agencies will charge for providing programming and
consulting resources necessary to format and transfer public information

EY 2000 Stabilization period



&latfea £8>tate legislature
oAt Eou. N quSe of &eprefentati’bes;

HEALTH, EDUCATION
& SOCIAL SERVICES
JUDICIARY
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SPECIAL COMMITTEES:
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Representative Pete Kott

MEMORANDUM

DATE: February 21, 1994

. FEB 2°'
TO: Representative Al Vezey™A
Chairman of State Affairs (r

FROM: Representative Pete Kqf
Al
RE: Request for healing
HB 405, Alaska Information Network

Please schedule HB 405 for a hearing before the State Affairs Committee as
soon as possible.

House Bill 405 proposes to set up a computerized state information
network. This network would provide access for the public as well as
government entities, including schools and libraries, to the electronic
public records of state agencies. In addition, local and federal government,
and the private sector, could supply information to the network. A fee
would be assessed for use of the network by private companies.

Enclosed is a copy of HB 405.

To complete the bill packet, the following items will be provided:
Sponsor Statement
Sectional Analysis
Fiscal Statement
Letters of Support

If you have any questions about this bill, please call me or my Legislative
Aide, Jayne Butler, at 465-3777.

INTERIM:

EAGLE CENTER, SUITE 141
EAGLE RIVER, AK 99577
PHONE (907) 694-8944

FAX 694-8945

SESSION:

STATE CAPITOL
JUNEAU, AK 99811
PHONE (907) 465-3777
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M otznik C om puter S ervices, Inc.
8301 Briarwood Street, Suite 100
Anchorage, Alaska 99518-3332
(907) 344-6254 FAX (907) 344-1759 0
tB 2 8 1994

T0: REP. AL VEAZY FEBRUARY 28, 1994
FAX: 465-3258

RE: HOUSE BILL 405

This letter is to register my opposition to House Bill 405. This bill
calls for the creation of a State Corporation to create and operate a
State Information Network for individuals and businesses to access
State, Federal and Local government computer files. We started
providing that same service 9 years a?o. | do not mind having another
competitor but | would prefer one that is not supported with tax

money.

This bill is fashioned after the 1988 Hawaii legislation that created
the Hawaii Information Network Corporation known as ‘'Hawaii INC'.
Hawaii INC operates a computer gateway/communications network known

as 'Hawaii FYI'. UNISYS Corporation (home office in Deleware) sold
them the software for the gateway computer. To use the Hawaii FYI
system an individual or business calls a local phone number which
connects to the gateway comﬁuter which then connects via another
prhonelllne to the computer that contains the file to be accessed.
he file provider (the agency that maintains the file) maK.charge
the customer for access to its data. The customer pays nothing for
the Hawaii INC service or the phone call.

All of Hawaii INC costs including office expense, salaries, gateway
computer/software, advertising, traveling around the world to
computer shows, etc, is paid for by the Hawaii taxpayer.

The files on Motznik computers Services Public Information Access
system reside on our computer. Vie purchase the files from the State,
Federal, and local governments. We load the files to our computer
and create online access programs that are similiar between the
files. No taxpayer money went into creating or operating our system,
In fact, we saved taxpayer money because In June 1986 we created a
centralized online indexing system for the Recorders Offices and the
UCC Office at no cost to the State. We have performed their process-
ing for free on our computer since then. |f you create a state
funded corporation to compete with us, you will need to add several
hundred thousand dollars back into the Recorders Office and UCC
office budgets to replace our free processing.
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HOUSE BILL 405 SHOULD BE REJECTED FOR THE FOLLOWING REASONS:

1. ALASKA INC IS NOT NEEDED.

Before spending taxpayer money to create a new State service
there should be a demonstrated "need for that service. A vendor
such as UNYSIS that wants to sell its service to the State does
not constitute a need.

We already have a communications network called the phone system.
Anyone with a PC and a modem can call directly to any computer
offering. online access such as the Loussac Library, the
University L|brarﬁ,_ CompuServe, Lexus. An expensive go-beween
computer adds nothing but cost and delay.

The State of Alaska and the University of Alaska already have
data communication networks. Alascom offers Alaskanet/Timenet
to the public. There is no need to create another data network.

2. THE APPROACH IS TOO COSTLY.

It would bhe operated by a state agency rather than private enter-
grlse which immediately makes it more costIY. Motznik Computer
ervices rates are a fraction of the State Division Of Data
Processing charge-back rates.

3. THE COSTS WOULD MUSHROOM.

The tax dollars spent on the gatewa){ computer, UNISYS software,
and the communications lines only allows the customer to get to
the computer where the file resides. Now each agency that wants
its files available over the network needs to request a larger
budget to upgrade its computer ,sgstem to allow for security
(virus ﬂrevent_lon), to block confidential data from the public]
and to handle increased activity. In addition, communications
equipment and software would have to be purchased_for attaching
the a?enc computer to the Alaska INC network. The gateway iS
just the beginning of the expense.

In our system, we pay the agency to periodically make a copY 0f
their file, Some ag_enmes pr.-"er a trade-out where they get tree
access to all our files. As | mentioned before, we perform the
Recorders Office/UCC Office processing for free and our customers
have instant access to new information.. This arrangement could
be made with other agencies such as court cases, DNR data or APOC.
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HB405 IS MODELED AFTER HAWAII INC WHICH HAS FAILED ITS MISSION.

Hawaii INC was sold to the 1988 Hawaii legislature as a way to
make Hawaii a player in the international telecommunications
field. It was to encourage creation of a private information
industry. Attached are some Hawaii newspaper articles describing
its lack of success. One article states that currently 90% of the
activity on Hawaii FYI comes from teenagers sending free messages
to one another. Hawaii INC was formed toencourage a new industry
much like Alaska encouraged Barley and Dairy farming.

ALASKA INC WOULD NOT BE SELF-SUFFICIENT.

House bill 405 calls for the Alaska INC to be self-sufficient.
Motznik Computer Services created its system with existing equip-
ment and personnel. We have only seven'employees (no .m.ana%ers or
advisory boards) and to stay in business, we'sell mailing lists,
process payrolls/accounts receivables, print jobs on laser
printers, etc. in addition to our public information system.
An information system with huge startup costs and no other income
producing services will not be self-sufficient unless it has no
competitors and therefore can charge more than private enterprise.

| urge you to give this bill a quick burial. Please call me with your
questions and comments. Thank you for your time.



@

02-28-1994 03:47PM
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" Robert M. Rees. |
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A Comment on sronyfem*
Part I
MOV 681993

Demongtrating that there’'s ample precedert for the way the
Hawaii Visitor's Bureau recently selected its new president—
by rejecting highly qualified epplicantt In favor ofa.coopcra- [
live, evenlf Jessqualified, local entity — we last week dis*
cussed how Hawaii INC got its well-connected but, many
feel, unqualified executive director; Arthur Koga.

Aftertaking thejob ashesd of the State-dhertered corporation .
designed to buBd private investment In telecommunications,
Koga wes unahle, through expertise or reputation, to fu Ifil!
Hawaii INC's mission of attracting ‘private investment. So he
beganto emphasize Insteed the development of a State-operated
computer information network, Hhwaii FYl. Koga believed
Hawaii FY1 would attract individual computer usars and that 1

morivate investors, eegerto reach those usars, would follow,

With a startnp investment o f $1.2 million and an annual 1
operating budget of $550,000 ($254,000 of which goes to '

-salaries), Koga felt the need to justify Ms chidkenandegg |
strategy. So he and bis staff established a nearly fall-safe :
benchmark criterion.

The newcriterion would be the meesurament of millions of
minutes of Hawaii FY1 usage per month. To make sure this

. usage figure would sppesr high, Hawaii FY| began to offer
chnt linesto attract the teenege market.

* In notime stall, In publications like "CovemnKoi Technol-
ogy." Kogawas giving interviews that touted Hawaii FYI's
usage of 2million minutes per month. But what Kogawasn't 4
talking about wes that almast 90 percert of this usage was !
coming from tears using" Ry’ lines. Teeregarsloved it and i
were sending obscenities to each other all across |
the state. The Hawaii FY statistics looked great. '

mBut to potential users other than teens, the Hawaii FY 1 ser-
vices looked less than grest. The best the expensive twopnge |

ads cando eventoday is tell us the sysemwill
allow tu to "monitor gas prices, get energy tips, check coastal
water quality” Even the acoessto the legislative process and

to Hawaii's Deta Book is presented in laddusterways. .

There are today, after nearly four years of operation, only
about 7,000 people In the wliole state who usethe Hawaii FY |
service. Sophisticated information providers thinking of
Investing In a sate network will not be persueded by die mil-
lions of minutesracked upby afew thousand

: Hawaii INC'amost recent business plan for 1993, labeled
confidential calls foe 158 providers of information by the end
of 1993, As of today, only four private Information providers |
have signedon. It’sadisnbéal smF/)ving.

. It's amasttoo late. There's agood chance Hawaii INC will
.be left behind as the baby bell companies get Into videotex
networks. (And Hawaii INC said it hes no ideawhether GTE
Hawaiian Tel, a beneficiary of the state’s largess when it
comes to protection from competition,-can help.)

, We canbe sure of one thing: 1 we continue In our current
direction we'll wind up with the world’'s most ]
teenage chat line. What we have here is not afailure to com+
municate but a Cee history of how the Sate goes about the
business of business. Unfortunately, it’s n typical case and
goes along way toward explaining the difficulties our key
state agendes and departments suffer someofthe people who
nin them simply iwk the qualificationsto doso.

MOTZNIK COMPUTER SERVICES

09000703040401070509

GOP legislators seek

a probe ofHawaiilINC

O Questionsare raised on
the state funding ofthe plan

MU 1® 88Q

Two Republican state lawmakersare calling for
an Investigation into why the state Is spending
$700000 for s> long-delayed telecommunications
network designed to attract business investment
in Hawaii. )

“Thevisionfunded by the legislature hasproven
to be tittle more than a pipe dream, which is
quickly turning into a nightmare of inefficiency
and unproductiveness,Hrep. Mike Liu. GOPHouse
leader, said.

“Politics has delayed actual empowerment of
the corporation to conduct business in any man-
ner, and most assuredly wjtb any measure of
effectiveness.”

Thestate formed o Information Network Corpo-
ration to set up the the information services, but,
asthe Star-Bufietin reported yesterday, two mem-

bers of the board resigned and two_cx-officio
membersleftafter the state administration picked
Arthur Koga, the campaln%n manager to Sen,
Norman Mizuguchl, to run the corporation.
SeoHC.PogeD4

tor are no longer willing to deal
with the politics of getting Hawaii
doan to business, how can we
expect legitimate corporations
who have the (:)thIOI’l or gomq_ to
Callifornia and Japan to establish
Information systems with the Pa-
cific Rim to doso?" Liu asked-

He called for an immediate in-
vestigation by a ial committe
ofthe House and Senate to “deter-
mine if the corporation has been
to diluted by political chicanery
that it can nolonger be the bridgé
to businessit was designedto be.”

Also, Republican candidate for
governor Rep. Fred Hammings
noted that the state plans to
between $250000 and $450000for
advertising, speechwriting, public

“The people on the “payroll
from Hawaii INC (the corporation
overseeing the information_ ser-
vice) claim this is only coinciden-
tal, His an insultto the taxpayers,

“Hawaii INC is lust another ex-
gmplg of the \Walhce, administra-

TOTAL P.04
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HOUSE COMMITTEE REPORT

Date Referred: January 27, 1994
Date of Committee Action: » 9 “j
The STATE AFFAIRS Committee considered:

HOUSE BILL NO. 406

FURTHER REFERRALS: Finance

HB 406

NO MUNICIPAL SALES TAXES ON AIR CARRIERS

"An Act relating to municipal sales and use taxes involving air carriers; and providing for an effective date."

RECOMMENDATIONS:
be replaced with

[ ] have attached amendments(s)
[X] do pass

[ Jdo not pass

[ 1 no recommendations

[ ] individual recommendations
[ ] additional referral to the

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):

f ] fiscal impact

<Op)

| ] the same title
I ] anew title

Committee

letter of Intent

APPROVES PREVIOUS: (Depi/Dalc)

[ 1fisal note(s)

[X] zero fiscal note fad
SIGNING DO PASS

CAjtA

[ 1zero fisal note(s)



STATE OF ALASKA

1994 LEGISLATIVE SESSION
Revision Dale:

FISCAL NOTE

Dept. Affected: Community & Regional Affairs

Title: 'An Act relating to municipal sales and use BRII:
taxes involving air carriers: . . Component:
Sponsor Representative Foster
Requestor: COMPONENT SERIAL NO.

Expenditures/Revenues:
OPERATING
PEF?ONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

FY 95

0.0

CAPITAL

REVENUE FUND SOURCE:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL 0.0

POSITIONS:

FULL-TIME 0
PART-TIME

TEMPORARY

Estimate of current (FY94) Impact $

Prepared by:
Division: Administrative Services
Approved by Commissionen<<® A A - w- A

Agency: Community & Regional Affairs

(Thousands of Dollars)

FY 96 FY 97 FY 98 FY 99
0.0 0.0 0.0
0.0 0.0 0.0
0 0 0 0
none
Director Phone:
, [jff Date:
Deputy Commissioner Date:

0.0

0.0

FY 00

465-4708
1/31/94
1/31/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

Page

1

of 1

BILL NO: HB 406

0.0

0.0



STATE OF ALASKA

' FISCAL NOTE

1994 LEGISLATIVE SESSION

Revision Date:

Title: No municipal sales taxes on air carriers

Sponsor:

Requestor: (H) STA

Expenditures/Revenues:

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE FUND SOURCE:

FUNDING:

1002 Federal Receipls
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Representative Foster

FY95 FY96

0.0 0.0

0.0 0.0

Estimate of current year (FY94) impact: S

ANALYSIS: (Attach a separate page if necessary.)

This bill will have no impact on state tax revenues or operations.

Prepared by:
Division:
Approved by Comm

Agency:

BILL NO. HB4®%

Dept. Affected:
"BRU:

Component.

COMPONENT SERIAL NO.

(Thousands ol Dollars)

FY97 FY98

0.0 0.0

0.0 0.0

(Thousands of Dollars)

Revenue

Revenue Operations

Income and Excise Audit

113

FY99

0.0

0.0

Phone: 465-2320

W

Date: February 2. 1994

Date: February 2. 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

(Rov 11/93) 94liscal,nle/lal

Ihb0Bro

Page 1 of 1
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A laska H ouse of Representatives

During Session

Slate Capitol

Juneau, Alaska 99801-1182
907-465-3789

Fax 907-465-3242

Richard. Footer

P.O. Box 1630

Nome, Alaska 99762-1630
907-443-5036

Fax 977-443-2162

To: Representative Al Vezey, Chair
House State Affairs Committee

From: Rep. Richard Foster
Re: Scheduling HB 406
Date: January 28, 1994

I would appreciate it if HB 406 could be scheduled for a hearing
before the House State Affairs Committee.

| have enclosed a sponsor's statement and have requested a fiscal
note from DCRA.

As other supporting information becomes available | will forward it
to your committee secretary.

If you have any questions, please give me a call.

Alakanuk, Chevak,Elim , Em monak, Gambell, Golovin Hooper Bay, Ko tlik, Koyuk, M arshall, Mekoryuk, M ountain Village, Newtok, Nightmute, Nome,

Pilot Station, Pitka's Point, Russian Mission,St M ary's,St Michael, Savoonga, Scarnmon Bay, Shaktoolik, Sheldon Point, Stebbins, Toksook Bay, Tununak,

Unalakleet, W hite M ountain



SPONSOR'S STATEMENT

H% "An Aﬁ refatin to _municipal sales and use taxes involving air carriers;
and providing for an effective cate

iy o i o ol Whe'%hn%“’ah'sbét%sa

The pill Famends AS 2945650 hy addtn&) sed
rriage ot¥nagwdua?s or gaoas for

borough and a home rule or ggner aw munic
R use tax_on. an activity that “directly involves the ¢
Ire by an air carrier.

is exclusion would he copsistent with the Federal Aviation Act of 1968 (as
endg FWhIC estabiN(hs most oP he rouhg ru?es etor aviation. - Section th(ts
referred to as the Federal Pre em t| rovision. In summary, it provides, t the
federal ?overnment reserves for itsel the E)ower to regulate and tax air carriers engaged
n atrtansHortatton or a%r commerce”, tPoes Lurt ) b){ tattnrg at no state
olitical subdivision thereof, may Jtact any faws tnat affect the "rates, routes or
ervices” of an air carrier engaged In air transportation.

Qver the last several ear there have been several attempts by vahou?
gommumttes to attem t to exploit an agﬁarent mconswtencz In the anguar%e of the Act
zenactmg 05 ances mposmq es taxes on air transportation ere i
bstanttﬁlb case law demonstrating that this is an unt nable position but
Peho |caZ 50 eone decides to make an ther attempt to esta lish sych a tax. Part of
he rationdle behind the Ere em t|on clause 15 that the overall benefit to the nation
¥erw emmg ey supersedes the value to states and co munttteét emselves Some sort

aaes Ortj tax has heen groposed In Nome, Kotzebue, Cordova, Barrow, St. Mary's
and several other communiti

The Act is qmte SP ? fic in jts application to the transportation of persons
Pro er%or mall, bZ ? |y(;ertn‘lcat air carriers.  Each ommumt tht ?
aised the issue ha failed o W|thdrawn Or pne reason or anot roniem). for
carhers IS that despite a substantial bod}/ of case law estaol |sh|ng the a ||cab|||y of
ﬁre emption provision, commumty after communtt}/ d|scovers what ythtn IS a
ote tial source Jhew [evenue. s]results Inavir uallyuendln% Serles 0
n%tnrlcghgaatltlolréss and litigation between the aviation industry and variolis cities and

. This hil w% uld clah% r] a final mdanner those areas where certificated air
carriers are not subject to locally imposed taxes.






HOUSE COMMITTEE REPORT

()

Date Referred: January 27, 1994 FURTHER REFERRALS: Finance
Date of Committee Action: 3 * ~

The STATE AFFAIRS Committee considered: HB 407
HOUSE BILL NO. 407 COMMEMORATIVE GOLD RUSH LICENSE PLATES

"An Act relating to issuance of commemorative gold rush motor vehicle license plates.”

RECOMMENDATIONS: | 1the same title
be replaced with C5 M3 Vff7CSfA J J ] a new title

J have attached amendments(s)

] do pass

J do not pass
I no recommendations
] individual recommendations

J additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTEC(s): ocp) APPROVES PREVIOUS: (Dept/Daic)
M fiscal impact Putlie 5aFtif [ ] fiscal note(s)
f ) zero fiscal note [ ] zero fisca. note(s)
SIGNING DO PASS DP  OTHER RECOMMENDATIONS DNP NR AM
A L
/ U -yVVQ A —©IMjLro— » \S
A
a 6 x

CHAIRMAN’S



WORK DRAFT WORK DRAFT WORK DRAFT

8-LS1602M
Ford
3/2/94

MAR2 W

CS FOR HOUSE BILL NO. 407( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES FOSTER, Toohey

A BILL
FOR AN ACT ENTITLED
"An Act relating to issuance of commemorative gold rush motor vehicle license

plates; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 28.10.161(b) is amended to read:
(b) Every passenger vehicle registration plate, except asspecifically provided
in AS 28.10.181, shall have displayed upon it
(1) a design and color that commemorates the goldrush period in
the state, as determined bv the commissioner [THE ALASKA FLAG];
(2) [THE TRADITIONAL COLORS OF YELLOW-GOLD AND
BLUE;
(3) THE SLOGAN "THE LAST FRONTIER";
(4)] the registration number assigned to the vehicle for which it is
issued;

(3) [(5)] the name of this state, which may be abbreviated; and

- CSHIB 47 )
New Text Underlined IDELETED TEXT BRACKETEDI



WORK DRAFT WORK DRAFT WORK DRAFT

(@) [(6)] the registration year number or expiration date for which tin
it is validated; the registration year number or expiration date may be part of the
license plate or contained on a suitable sticker or tab device issued by the department;
however, only one sticker or tab device may be issued for each pair of plates and the
sticker or tab device must be affixed to the rear plate.

* Sec. 2. This Act takes effect January 1, 1996.

CSHB 407( ) 2
New Text Underlined PELETED TEXT BRACKETED]



FISCAL NOTE

STATE OF ALASKA BILL NO: CSHB 407(STA)

1994 LEGISLATIVE SESSION
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Fiscal Note Analysis
CSHB 407(STA)
Page 2 of 2

This bill amends current law by allowing the Department of Public Safety design a new
license plate depicting the commemoration of the gold rush era of Alaska’s history. This
new design of the license plate will replace the existing general issue plate of blue and gold.

Effective January 1, 1996, the department will start issuing this plate but only after current
supply of the blue and gold plates have been depleted.

It is anticipated 25% of the present vehicle owners will want to replace their current plates.
The resulting fiscal impact will be in purchasing 25% more license plates. Personal services
costs are for over-time so the division would be able to handle those individual’s who wish to
replace their current plates.

This bill has an effective date of January 1, 1996.

Currently replacement plate costs run approximately. S312.3 a vear, 25% of that costs is
S78.0.

The first years cost is for a 6 month period from January 1, 1996. 12.5% or $39.0
increase in replacement plates are anticipated the first year. The second year costs is for a
full year and results in an increase of 25% or $78.0 in replacement plate costs. Over-time
costs is for 6 months for the first year for 225 hours @$27.00 an hour and the second year
450 hours @$27.00 an hour. It is anticipated after the first and second years of replacing
individual’s plates with the new design plate the request for replacement plates costs will
taper off to 12.5% a year. Over-time costs will be the same as FY96.



A laska H ouse of Representatives

Richard Foster During Session
P.O. Box 1630 State Capitol
Nome, Alaska 99762-1630 Juneau, Alaska 99801-1182
907-443-5036 907-465-3789
Fax 907-443-2162 Fax 907-465-3242
MEMORANDUM
TO: Rep. Al Vezey, Chair

State Affairs Committee

FROM: Rep. Richard Foster”
RE: Scheduling HB 407
DATE: February 22, 1994

I would appreciate it if the House State Affairs Committee could
schedule HB 407 for a hearing.

This bill would provide for the issuance of a commemorative gold
rush motor vehicle license plate for the Gold Rush Centennial
celebration.

I have requested a fiscal note and am enclosing the sponsors
statement.

Thank you for considering this request.

Alakanuk, Chevak,Elim ,Emmonak, Gombell, Golovin, HooperBay, Kotlik, Koyuk, M arshall, M ckoryuk, M ountain Village, Newtek, Nightmutc, Nome,
Pilot Station, Pitka's Point, Russian Mission,St. M ary's, St M ichael, Savoonga, Scammon Buy, Shnktoolik,S" 'Irion Point, Stebbins, Toksook Bay, Tununak,

Unalakleet, W hite M ountain



Alaska House of Representatives

Richard Foster During Session
P.O. Box 1630 Stale Capitol

Nome, Alaska 99762-1630 Juneau, Alaska 99801-1182
907-443-5036 907-465-3789

Fax 907-443-2162 Fax 907-468-3242

SPONSOR'S STATEMENT ¢

HB 407 would provide for the issuance of special request gold rush
commemorative motor vehicle plates. The Gold Rush Centennial
celebration and commemoration committee in Nome is interested in
having a special commemorative plate for the centennial. They
contacted the Department of Motor Vehicles and were informed that
special legislation was necessary before commemorative plates can
be authorized. Copies of the correspondence are enclosed for
committee members' information. Other persons have expressea
interest after the legislation was introduced as HB 407.

I know that there is often opposition to special motor vehicle
license plates. Centennial celebration license plates have proved to
be quite popular in other states. The gold rush is a significant
bench mark in Alaskan history. It marks the beginning of
development in the interior of Alaska and brought the territory to
the attention of the rest of the United States.

Alakanuk, Chevak, Elim ,Em monak, Gombell, Golovin, HooperBay, Kotlik, Koyuk, M arshall, M ekoryuk, M ountain Village, Newtok, Nightmute, Nome,
Pilot Station, Pitka's Point, Russian M ission,St. M ary's, St M ichael, Sauoonga, Scammon Bay, Shaktoolik,Sheldon Point, Stebbins, Toksook Bay, Tununak,
Unalakleet, W hite M ountain
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September 10, 1993 T.0. $0X1281

Hpme, Maska 99762
lefepfame (907)443-5242
fFot (907) 443-5349

State of Alaska .
Department of Motor Vehicles
5700 2. Tudor Road
Anchorage, Alaska 99507

- Attn:  Mr. Jay Dulan _
Director of Motor Vehicles

Dear Sir:

Perhaps "lou have, heard of the Gold Rush Centennial Task Force which has
been or?anlzm in various communities and on a state wide level in an
effort to celebrate'and commemorate the discovery of gold in Alaska.

The Nome contingent of the Centennial Task Force would like to suggest
the DMV design a license plate for Alaskans for these coming years of
either the gold seeker, perhaps a gold pan crossed with'-.a pick and shovel,
perhaps the seal of the..City of Nome as you see on our letterhead, or
even the Pioneers of Alaska great insignia of the crossed showshoes!

Some (_:om.muniti.es',?old rush activities are planned earlier than 1998

to coincide with their gold discoveries, so the sooner you hand our

suggestions to your plafe designer or artist the better]y

| can be reached during the day at 443-5242 to offer help or suggestions.
| :

Remember.+... NOME];,... theeplace to be in 981

Sincerely,

enc  Seeker design .
Pioneers of Alaska design
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FISCAL NOTE

STATE OF ALASKA BILL NO. HP 408

1994 LEGISLATIVE SESSION

Revision Date: Department Affected: Commerce and Economic Development

Title: - Maximum rate of interest charged on AIDEA loan quarar.lees BRU:  Alaska Industrial Development and Export Authority

Component:

Sponsor:

Requestor:  House L& C COMPONENT SERIAL NO.

Expenditures/Revenues:
OPERATING EXPENDITURES FY 9 FY 96 FY 97 FY 98 FY 99 FY00
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL EXPENDITURES 0 0 0 0 0 0
CHANGE IN REVENUES( ) 0 0 0 0 0 0
FUND SOURCE
1002 Federal Receipts C 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current year (FY 94) cost: $ 0
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Prepared by: - William R. (Riley) Snell. Executive Director Phone:  561-8050

Division: ‘Alaska Industrial Development and Export Authority Date:

Approved by Commissioner:  Paul Fuhs A— <E

Agency: Commerce and Economic Development- Date: 2 -

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office 1 -
Rev 11/93 : - ' A o
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HB 408: AN Act ssttirga nex<xkiimum rate ofinterest ttret ney
be darogsd an a lcaen garatee by tte Alaska
Ind_stmial Denvelgmentad 1
s et sssistarce progran ad arullirg a
portian ofa axrat regulation oftte Alaska Indus-
wial Deelgnent ad Bport Authority ttaec
establides tte maexxkiinum alllonsble iNterest an a
ocarateed lcen tobe conmputed ata dfferatrae”

AIDEA’ export assistance program provides a guarantee on a pre- or post-
shipment bank originated loan for products or services exported from Alaska
which meet specific qualifications. Currently, if the loan were to go into
default, AIDEA would pay +he financial institution originating the loan the
guaranteed portion ofthe loan plus interest. The financial institutions may set
the interest rate; however, the interest paid by AIDEA in the case of a default
may not exceed the lesser ofthe rate charged under the promissory note or one
percent over the United States Treasujy note rate of comp’'~aole term at the
time of disbursement. HB 408 would increase the amount of interest paid to
an amount not to exceed two and three quarters percentage points above the
prime rate at the time of disbursement of the loan guarantee payment.

AIDEA does not expect a large increase in usage of this program with the
passage of HB 408 and, therefore, feels it will have little effect on the
Authority.

AIDEA would support HB 408 in its current form.

Porn Fuhs, Commissioner

Date: **' 7 ~

PF/WM/dgl281.wm
020494a
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R epresentative Joe G reen

Sponsor  Statement

HB 408

House State Affairs Committee
March 3, 1994

Chapter 42 SLA 1987 provided for the Alaska Industrial
Development Authority to add an export financing guarantee
program to its portfolio and changed the name of the agency to the
Alaska Industrial Development and Export Authority. Yet, six years
later, AIDEA has yet to guarantee a single loan or assist a single
exporter. HB 408 is an attempt to make the program work, and if
the program cannot work, establish a threshold for repeal of the
program.

Problem: Current AIDEA regulations impose a ceiling on the interest
rate that may be charged by banks participa.ing in the program.
That rate is "...the lesser of the ite charged under the promissory
note or one percent above the US Treasury note rate...”. The six-
month Treasury note rate is about 3.5 percent, which means that
commercial banks could charge no more than about 4.5 percent
interest on the loan. This restriction effectively Kkills the program.

Solution: The interest rate for AIDEA's Business Assistance Program
is also established in statute. However, that rate is substantially
higher in that it allows commercial lenders to charge 2.75 percent
above the prime rate. At the current prime rate of 6 percent, a
commercial bank could charge 8.75 percent interest. The federal
Small Business Administration (SBA) program also allows interest to
go 2.75 percent above the prime rate.

HB 408 simply establishes the same interest rate for the Export
Program as exists for the Business Assistance Program. This will
make the program more attractive to commercial lenders.



