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Department of Revenue

HB 512 - Unfair Cigarette Sales Act - Bill Am ysis (April 25, 2002)
Page 3 of 3

Line-by-Line Analysis:

Page 1, Lines 9-12: The intent of this Act is not achieved with the language of the bill because only
cigarette sellers with wholesaler-distributor licenses are affected by this bill. The majority of Alaska's

cigarette sellers are not wholesaler-distributors.

Page 2, Sec. 45.53.200: This section should include all license types found in AS 43.50, not just
wholesaler-distributors and retailers.

Page 2, Line 13: Subsection (b) only applies to direct-buying retailers. This subsection should include all
retailers. Direct-buying retailers only includes those retailers that purchase their cigarettes from out of
state. Cigarette retailers that purchase their cigarettes within the state would not be affected by this

subsection.

Entire bill: All references to wholesaler-distributors should be expanded to include all license types under

AS 43.50.

Page 4, Line 4: This reference to retailer only includes those retailers licensed by the Department of
Community and Economic Development and may or may not include retailers licensed under AS
43.50.010. Language should be expanded to include all retailers.

Page 4, Line 15: Trading area is not defined in the bill.

Page 4, Sec. 45.53.260: The cost survey required under this bill would be difficult and expensive to
conduct. Neither the Department of Revenue nor the Department of Community and Economic
Development currently receives adequate information to perform a cost survey of the magnitude required
under the bill. There are approximately 1,700 cigarette retailers in the state. Fewer than 20 of these
retailers report to the Department of Revenue with cost information. All 1,700 retailers in the state would
have to be surveyed in order to complete a cost survey under this bill. Alaska's cigarette excise tax is
levied on the number of cigarettes imported into the state, not the value or cost of the cigarettes.
Calculation of a statewide distributor cost could be simplified by using the average cost of cigarettes
charged by the major manufacturers (data that we currently receive) plus some percentage cost of doing
business, e.g., 4 or 5 percent. Calculation of a statewide retail cost could also be simplified to be the
state distributor cost calculated above plus an additional percentage cost of doing business, e.g., 6 to 10

percent.

Page 5, Sec. 45.53.280: The Department of Revenue should not be tasked with taking action against
persons who violate the Unfair Cigarette Sales Act because there is no connection to cigarette revenues.
And if the Department of Revenue is responsible to prevent, restrain or enjoin persons from violating the
Act, those persons should be allowed to avail themselves of the appeal process under Title 43 which is

currently provided taxpayers.

Page 6, Line 1: There are no cigarette licenses of any type issued under AS 45.53. Licenses to import

cigarettes are issued by the Department of Revenue under AS 43.50. Licenses to sell cigarettes are
ssued by the Department of Community and Economic Development under AS 43.70. The language of

the bill should be changed to reflect the proper licensing statutes.



FISCAL NOTE

STATE OF ALASKA Fiscal Note N um ber:

2002 LEGISLATIVE SESSION Bill version: HB512
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affecte_d: Law

Title "An Act relating to cigarette sales;..." BRU Civil_Division

Component Commercial Section
Fair Business Practices

Sponsor House Finance Committee
Requester House Labor and Commerce Committee Component No. 2211; 2206
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2003
Personal Services 104.8 104.8 104.8 104.8 104.8 104.8
Travel 0.2 0.2 0.2 0.2 0.2 0.2
Contractual 20.1 20.1 20.1 201 20.1 20.1
Supplies 1.8 1.8 1.8 1.8 1.8 1.8
Equipment 13.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 139.9 126.9 126.9 126.9 126.9 126.9
ICAPITAL EXPENDITURES | | |
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 139.9 126.9 126.9 126.9 126.9 126.9
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 139.9 126.9 126.9 126.9 126.9 126.9

Estimate of any current year (FY2002) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor’'s FY 2003 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach aseparate pageifnecessary)

HB 512 creates the "Unfair Cigarette Sales Act,” and prohibits a wholesaler-diIstributor or retailer from certain unfair sales and
advertising practices relating to the sale of cigarettes if the Intent is to injure, destroy, or substantially lessen competition. The

Department of Revenue is charged with enforcing the act.

The Department of Law will represent the state in antitrust and licensing enforcement actions. Assuming not more than ten
investigations are undertaken per year, based on prior experience in conducting predatory pricing investigations, we estimate the
services of one-halfa FTE attorney and one-halfofa FTE paraprofessional will be required. These positions would be located in the

Fair Business Practices section.

Because only 18 retailers would bo covered by the liconso revocation provisions of this bill, we expect no more than one potential
revocation case per year. Again basod on prior experience, we estimate a case would require approximately 75 hours of attorney time,
and 40 hours of paraprofessional time. These cases would bo undertaken by the Commercial section.

Phone (907) 465-5370

Prepared by: Joan M. Kasson
Date/Time 4/26/02 11:36 AM

Division Attorney General's Office
Approved by: iva'.hryn Daughhetee for Bruce M. Botelho, Attorney General Date 4/26/2002
Agonry Depot'ment of Law

(Rodsd 9L QM) Page 1of 1
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Aprjl 26,2002

HB 512 Unfair Cigarette Sales Act

There are 25 states in the union plus the District of Columbia that have specific
legislation dealing with Unfair Cigarette Sales practices. HB 512 would end
unfair cigarette practices in Alaska. The intent of the legislation is to :
1. End predatory pricing practices with regard to selling cigarettes at or
below cost
2. Create a level playing field for competition

3. Reduce youth access to cigarettes by ending below”cost sales o f

The climate in cigarette sales has changed dramatically over the years. Due to
efforts of the health service community, the American Cancer Society and,
bolstered by the Master Settlement Agreement, government, business and the
public as a whole have come to recognize that cigarettes are a commodity with
which are associated certain health risks and, as such, must be marketed and
sold in a manner different from the common "“free enterprise” products. These
changes reflect a philosophical change toward more control of how commerce
in cigarette sales is conducted and how to prevent youth access, together with
the philosophy of assisting the legitimate business interest in complying with

Ik ? tobacco laws without losing the ability to sell these products.

In Alaska the manufacturer’s list price on a carton of cigarettes is the same for
eveiy wholesale distributor regardless ofthe volume purchased. The current
manufacturer’s list price for a carton of full revenue cigarettes is $27.64. The

state of Alaska collects $10.00 in excise tax for every carton, bringing the basic
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wholesale cost on a carton of cigarettes to $37.64. The Department of Revenue
receives a copy of every manufacturers invoice for each carton of cigarettes
imported into the state. These invoice copies assure the state that the licensed
wholesalers are remitting the appropriate amount of excise tax to the state. “The
department ran verify that the invoice cost on cigarettes is the same for all
wholesalers.

kel
The actual retail/pn a carton of cigarettes can range anywhere from the mid
thirty dollar range to the high forties. Today in Ketchikan you can buy a carton
of Marlboro’s from a large national chain store for $35.15. Large Multi-state
chain stores are employing predatory pricing practices by using price
promotions on cigarettes to attract store traffic. The result ofthese pricing

practices is to keep the cost on a carton of cigarettes artificially low.

Large national chain stores can absorb the cost of selling cigarettes at'afi
artificially low pricesjbecause they are going make up any short-fall on the sale
of cigarettes by selling a TV or VCR to a consumer who comes to their store
in part because ofthe cheap cigarette prices. Tobacco wholesalers do not have
the luxury of making up for low margin sales by selling high end consumer
goods. And these predatory pricing practices by the large multi-state operators
are injuring fair competition in the wholesale distribution community. In
addition one unintended consequence of keeping the cost of cigarettes
artificially low is that it provides greater access to these products by underage

consumers.

-}
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The question you have to ask yourselfis “are cigarettes the type of commodity
that should be marketed and promoted on the basis of price?” Based on the
fact that Alaska is among one ofthe few states charging the highest cigarette
excise taxes in the nation, | suspect that the answer is that Alaska does not

advocate the marketing of cigarettes based on reduced pricing.

The passage of HB 512 will create a new law that will mandate minimum price
requirements for cigarettes at wholesale and retail. This law will minimize the
potential for wholesalers and retailers to reduce the price ofthese products as a
means of marketing cigarettes to minors. And it createra level playing field for
Alaska based wholesale distributors by ending predatory pricing practices of

large multi-state operators.

The department of revenue had some initial reservations regarding this
legislation however, we have worked closely with representatives from the
Department and | believe that this legislation in its current form addresses all of

their concerns.

| urge your support of HB 512 and ask for a favorable recommendation from

this committee.
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Alaska State Legislature

Alaska State Capitol

Juneau, AK 99801-1182

Telephone: (907) -165-4954

Fax: (907) 465-2293
Rcpresentative_Lisa_Murkowski@ legts.state.ak.us

Representative Lisa Murkowski Chair
Representative Andrew Halcro Vice-Chair
Representative Pete Kott

Representative Kevji Meyer
Representative Norman Rokeberg
Representative Harry Crawford
Rcpresentauve Joe Hayes

House Labor and Commerce Committee

Sponsor Statement
HB 520
Business License Fees/Business Development Fund

House Bill 520 doubles the business licensing fees from $25 to $50 per year and creates a
new Trade and Business Development fund from which the legislature can appropriate
money to fund the administrative expenses of the business licensing program and operate
the department’s international trade and business development activities.

House Bill 520 also repeals the International Trade and Business Endowment Fund and
essentially replaces it with the Trade and Business Development fund into which all business
licensing fees receipts will be deposited. Repealing the International Trade and Business
Endowment fund will free up approximately $5 million in general funds and make it

immediately available for appropriation.

Business licensing fees have remained unchanged since 1949. Currently, there are
approximately 76,000 two-year licensees resulting in approximately $1.9 million each year.
Doubling the business licensing fees, even with an anticipated reduction in licensees, will
generate approximately $3.6 million in revenue each year ensuring a steady funding source
for economic development in the state, funded by those benefiting from the service.

Staff Contact: Amy Erickson
Last Updated: April 11, 2002


mailto:Rcpresentative_Lisa_Murkowski@legts.state.ak.us

HB 520

Statutorily Creating new Trade and Business Development Fund (Non-GF).
Repealing International Trade and Business Endowment, and
Doubling Business Licensing Fees

Business licensing currently brings in approximately $1.9 million in fees each year (76,000 2-
year licensees; 33,000 biennial renewals/year at $50 = $1.9 million). Administrative costs for the
program are approximately $550,000 per year. The business license fee, $25 per year, has
remained unchanged since 1949.

If fees were doubled, a small reduction in total licensees is anticipated: 36,000 renewals/year at
$100 = $3.6 million in revenues.

HB 520:

e Amends AS 43.70.030 to raise the business licensing fee from $25 per year to $50 per year.
We would continue to issue biennial (2-year) licenses, for $100 each.

e Amends AS 43.70.080 to create a new Trade and Business Development fund into which all
business license fee receipts are deposited, and from which the legislature can appropriate
money to fund (1) the administrative expenses for running the business licensing program,
and (2) expenses to operate the department’s international trade and business development
activities.

* Amends AS 37.05.146(b)(4) to add a new subparagraph (AAA) providing that appropriations
from the new Trade and Business Development fund are not made from the general fund.

e Repeals the International Trade and Business Endowment Fund (AS 37.17.440), since
funding for these programs would now come from the new fund. The balance of the
endowment, approximately $5 million is deposited into the general fund on the effective date
of the act (July 1, 2002), and is thus available for appropriation.

Through fiscal notes, the balance in the new fund would be appropriated to pay for (1) the
business licensing administrative costs ($554,700), (2) the international trade program ($1.5
million), and (3) the business development activities, including the proposed funding for the
Alaska Economic Information System (AEIS) ($1.55 million). The fiscal notes would show a
funding source change and a GF reduction from those programs as follows:

1. Administrative costs for business licensing program ($554,700);

2. Forinternational trade activities, excluding specific designated grants (Northern Forum,
World Trade Center, Export Assistance Program) ($1.2 million); and

3. Forthe economic development activities of the Division of Community and Business
Development, including tourism development ($1,275 million).

This will also additionally fund the following through non-GF funds:

1. The AEIS increment ($270,300); and
2. Replacement of funding from the repealed endowment ($300,000).
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ALASKA ECONOMIC INFORMATION SYSTEM - the AEIS
Growing the Base Econ =0 fAlaska

The AEIS is a tool to help grow Alaska's base economy. It is a content-rich, web-based economic
UddLIdoc Uidl UcbtriPdb duu dildiyZch Ulc Aldbrxl cLUIItITiy Uy llIUubuy bettor aiiu teiibub drea. it ib
based on the belief that gou' information Is the'foundation for investment/ development and

opportunity. - V- ;o\l 1

Features: The AEIS will:

Provide timely, current, Alaska-Sp e cific information

Teiiprospective investors aboutourresouces and opportunities
Create a baseline for evaluating industry activity

Offera user-friendly, easy-to-navigate form at

House the m ost comprehensive economic developmentsite on Alaska

Contents: Good information is the staple of sound decision making. The AEIS provides and collates a
vast amount of economic and supporting information through:

» Economic Development Narratives. Each census area contains a regional economic overview
and economic narratives on ol and gas, tourism, mining, fisheries, agriculture, timber,

transportation, utilities, energy and subsistence.
« Portal to Relevant Material. The AEIS will link directly to many supporting websites, as well as

to specific plans, studies, reports and other related documents.
» Source Material Availability. The website is graphics-rich and supported throughout with
source material. The user can "drill down" from the narratives and graphics and find the charts,

figures, tables and databases that support the text.

Users: Information about Alaska and its regional economies will be available globally. We anticipate
users will include:

* Investors Local Residents * Entrepreneurs
* College Students Corporations * Industry Staff

» Local Governments Researchers ® Rural Campuses
» State Agencies Federal Agencies * Small Business
. Tribes * Rural Schools

Regional Non-Profits
ED Organizations Community Non-Profits ® Trade Associations

The Alaska Economic Information System puts the state's economy, industries and regions at the
fingertips of the world. It combines economic information and electronic access in a dynamic format

meant to serve Alaskans by promoting opportunities for economic development.

For further information contact: Peter Freer, 465-4815

Alaska Department o f Community and Economic Development
Division of Community and Business Development



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2002 LEGISLATIVE SESSION Bill Version: HB 520
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected: DCED
Title Trade and Business Dev Fund '‘BRU Occupational Licensing
Component Occupational Licensing
Sponsor
Requester Component No. 2360

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structu'es

Grants & Clainu

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF ;*gP(
1005 GF/Program Receipts (550.0) (550.0) (550.0) (550.0) (550.0) (550.0)
.-»37 GF/Mental Health
Other Trade & Business Dev Fund 550.0 550.0 550.0 550.0 550.0 550.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY20n?V cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: X

POSITIONS
Full-time
Part-time
Temporary 0 0

ANALYSIS: (Attach a separate page if necessary)
Business Licensing currently brings in approximately $1.9 million in fees each year. The business license fee of $25 per year

has remained unchanged since 1949. If fees were doubled, we anticipate a small reduction In total licensees but would predict

bringing in $3.6 million per year.

In creating the new Trade and Business Development fund into which all business license fees are deposited, we would ask for
appropriations from the fund for:
1. administrative expenses for running the business license program ($550.0)
2. operating the department's business development and international trade ar'ivities ($3,050.0)

This fiscal note shows the fund source change from GF/PR to the new Trade and Business Development Fund. There are also
fiscal notes for the Division of Community and Business Development and the Division of International Trade and Market

Development.

Prepared by: Lena Simmons, Budget Analyst Phone

Division Administrative Services Date/Time 4/17/02 9:29 AM
Approved by: Deborah Sedwick, Commissioner Date 4/17/2002
Agency Community and Economic Development

(mmglzmlovﬁ Page 1of 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2002 LEGISLATIVE SESSION Bill Version: HB 520
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected; DCED

Title Trade and Business Dev Fund BRU Community Assistance & Econ Dev
Component International Trade & Market Dev

Sponsor

Requester Component No. 2551

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual (196.4) (196.4) (196.4) (196.4) (196.4) (196.4)
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING (196.4) (196.4) (196.4) (196.4) (196.4) (196.4)
CAPITAL EXPENDITURES
CHANGE IN REVENUES (1115 International (5,ra0To0) 00 00 00 00 00

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match
1004 GF (1,200.0)  (1,200.0)  (1,200.0)  (1,200.0)  (1,200.0)  (1,200.0)

1005 GF/Program Receipts

1115 International Trade & Business End (5,000.0) (496.4) (496.4) (496.4) (496.4) (496.4)

Other Trade & Business Dev Fund 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0
TOTAL (4,700.0) (196.4) (196.4) (196.4) (196.4) (196.4)

Estimate of any cu-rent year (FY2002) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: X

POSITIONS

Full-time 0 0 0 0 0

Part-time 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS: /Attach a aanarato nana ifnonaaaan/1

Business Licensing currently brings in approximately $1.9 million in fees each year. The business license fee of $25 per year has
remained unchanged since 1949. If fees were doubled, we anticipate a small reduction in total licensees but would predict bringing
in $3.6 million per year.

In creating the new Trade and Business Development fund into which all business license fees are deposited, we would ask for
appropriations from the fund for:
1. administrative expenses for running the business license program ($550.0)
2. operating the department's business development and international trade activities ($3,050.0)

This fiscal note shows the fund source change in the Division of International Trade and Market Development, which would be
used to fund international trade activities in the division. This fiscal note also shows the elimination in FY 03 of the International
Trade and Business Endowment (approximately $5,000.0) There are also fiscal notes for the Division of Occupational Licensing

and the Division of Community and Business Development.

Prepared by: Lena Simmons, Budget Analyst Phone

Division Administrative Services 'ite/Time 4/17/02 9:29 AM
Approved by: Deborah Sedwick, Commissioner Date 4/17/2002
Agency Community and Economic Development
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STATE OF ALASKA
2002 LEGISLATIVE SESSION

FISCAL NOTE

Title Trade and Business Dev Fund

Sponsor
Requester

Expenditures/Revenues

Fiscal Note Number:

Bill Version: HB 520

() Publish Date:

Dept. Affected: DCED

BRU Community Assistance & Econ Dev

Component Community & Business Dev

Component No.

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES (Trade & Busines

FUND SOURCE

1002 Federal Receipts

1003 GF Match

10C4 GF

1005 G:~'Program Receipts

1037 GF/Mental Health

Other Trade & Business Dev Fund
TOTAL

FY 2003

0.0
0.0
275.0
0.0
0.0
0.0
0.0
0.0
275.0

275.0

(1,275.0)

1,550.0
275.0

Estimate of any currentyear (FY2002) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a sep 'ate page if necessary)
Business Licensing currently brings In approximately $1.9 million in fees each year. The business license fee of $25 per year
has remained unchanged since 1'49. If fees were doubled, we anticipate a small reduction in total licensees but would predict

bringing in $3.6 million per year.

FY 2004

0.0
0.0
275.0
0.0
0.0
0.0
0.0
0.0
275.0

275.0

(1,275.0)

1,550.0
275.0

0.0

FY 2005 FY 2006

0.0 0.0
0.0 0.0
275.0 275.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
275.0 275.0
275.0 275.0

(Thousands of Dollars)

(1,275.0)  (1,275.0)

1,550.0 1,550.0
275.0 275.0

2486

FY 2007

0.0
0.0
275.0
0.0
0.0
0.0
0.0
0.0
275.0

275.0

(1,275.0)

1,550.0
275.0

FY 2008
0.0

0.0
275.0
0.0

0.0

0.0

0.0

0.0
275.0

275.0

(1,275.0)

1,550.0
275.0

In creating the new Trade and Business Development fund into which all business license fees are deposited, we would ask for

appropriations from the fund for:

1. administrative expenses for running the business license program ($550.0)

2. operating the department's business development and international trade activities ($3,050.0)
This fiscal note shows the appijpratlon of funding to the Division of Community and Business Development, which would be

used to fund economic development activities in the division. There are also fiscal notes for the Division of Occupational Licensing

and the Division of International Trade and Market Development.

Prepared by: Lena Simmons, Budget Analyst

Division Administrative Services

Approved by: Deborah Sedwick, Commissioner

Agency Community and Economic Development

et S04

Phone

Date/Time 4/17/02 9:29 AM

Date 4/17/2002
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FISCAL NOTE

STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title Business License Fees/Business
Development Fund

Sponsor House Labor & Commerce

Requester House Labor & Commerce

Fiscal Note Number:

Bill Version: HB520
() PublishD a te
Dept. Affected] DCED

BRU
Component Community & Business

Development

Community Assist & Econ. Dev. (405)

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003

Personal Services 0.0

Travel 0.0

Contractual 270.3

Supplies 0.0

Equipment 0.0

Land & Structures 0.0

Grants & Claims 0.0

Miscellaneous 0.0
TOTAL OPERATING 270.3

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) \

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF (1,275.0)

1005 GF/Program Receipts 0.0

1037 GF

Trade & Business Development Fund 1,545.3

TOTAL 270.3

Estimate of any current year (FY2002) cost:

FY 2004

0.0
0.0
270.3
0.0
0.0
0.0
0.0
0.0
270.3

(1,275.0)

0.0

1,545.3

270.3

0.0

Component No. 2486
(Thousands of Dollars)
FY 2005 FY 2006 FY 2007 FY 2008
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
270.3 270.3 270.3 270.3
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
270.3 270.3 270.3 270.3 |
(Thousands of Dollars)
(1,275.0) (1,275.0) (1,275.0) (1,275.0)
0.0 0.0 0.0 0.0
1,545.3 1,545.3 1,545.3 1,545.3
270.3 270.3 270.3 270.3
X

Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: |

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

Please see second page.

Lena Simmons, Budget Analyst
Administrative Services

Prepared by:
Division

Approved by: Deborah B. Sedwick, Commissioner

Phone 907-465-2587
Date/Time 4/19/02 3:10 PM

Date 4/19/2002

Agen-v

ol 08

Department of Community & Economic Development
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 520
2002 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

There are approximately 76,000 active business licenses. The business license fee is $50.00 for a two
year license. Approximately Nalf of the licenses are up for renewal each year, so $1.9 million in fees are
generated annually. The business license fee of $25 per year has remained unchanged since 1949. With
the doubling of the fee a small reduction in total licensees is anticipated, but $3.6 million in revenue per

year is estimated.

In creating the new Trade and Business Development fund into which all business license fees are
deposited, we would ask for appropriations from (he fund for: 1.) administrative expenses for running the
business license program ($554.7) and 2.) operating the department's business development and

international trade activities ($3,045.3).

This fiscal note shows the fund source change from the General Fund (GF) to the new Trade & Business
Development Fund in the Division of Community and Business Development, which would be used to
fund economic development activities in the division. The increased authorization would fund continuation
of the Alaska Economic Information System (AEIS), a digital information system that brings together a
vast array of state, federal and private data about the state’s economy, resources and communities. This
system is accessible by both the private and public sector for business development and community
planning. There are also fiscal notes for the Division of Occupational Licensing and the Division of
International Trade and Market Development.

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2002 LEGISLATIVE SESSION Bill Version: HB 520
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: DCED
Title Business License Fees/Business BRU Communily Assist &lEcon. Dev. (405)
Development Fund "Component International Trade & Market

Sponsor House Labor & Commerce Development

Requester House Labor& Commerce "Component No. 2551

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

Personal Services 0.0 0.0 0.0 0.0 0.0 0.0

Travel 0.0 0.0 0.0 0.0 0.0 0.0

Contractual (196.4) (196.4) (196.4) (196.4) (196.4) (196.4)

Supplies 0.0 0.0 0.0 0.0 0.0 0.0

Equipment 0.0 0.0 0.0 0.0 0.0 0.j

Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0

Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0

Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING (196.4) (196.4) (196.4) (196.4) (196.4) (196.4)

ICAPITAL EXPENDITURES | |

CHANGE IN REVENUES ( ) | 0.0 | 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Doliars)

1002 Federal Receipts
1003 GF Match

1004 GE (1,200.0)  (1,200.0)  (1,200.0)  (1,200.0)  (1,200.0)  (1,200.0)

1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1115 International Trade & Buslnoss Endowment (496.4) (496.4) (496.4) (496.4) (496.4) (496.4)

Trade & Business Development Fund 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0
TOTAL (196.4) (196.4) (196.4) (196.4) (196.4) (196.4)

Estimate of any current year (FY2002) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: X

POSITIONS

Full-time 0.0 0.0 0.0 0.0 0.0 0.0

Part-time 0.0 0.0 0.0 0.0 0.0 0.0

Temporary 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a separate page if necessary)

Please see second page.

Phone 907-465-2587

Prepared by: Lena Simmons, Budget Analyst
Date/Time 4/19/02 3:07 PM

Division Administrative Services
Approved by: Deborah B. Sedwick, Commissioner Date 4/19/2002
Agency Department of Community & Economic Development
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 520
2002 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

There are approximately 76,000 active business licenses. The business license fee is $50.00 for a two
year license. Approximately half of the licenses are up for renewal each year, so $1.9 million in fees are
generated annually. The business license fee of $25 per year has remained unchanged since 1949. With
the doubling of the fee a small reduction in total licensees is anticipated, but $3.6 million in revenue per

year is estimated.

In creating the new Trade and Business Development fund into which all business license fees are
deposited, we would ask for appropriations from the fund for: 1.) administrative expenses for running the
business license program ($554.7) and 2.) operating the department's business development and
international trade activities ($3,045.3). This fiscal note shows the fund source changes in the Division of
International Trade and Market Development, which would be used tc fund international trade activities in
the division. Since International Trade & Business Endowment earnings are not anticipated to be
sufficient to fully fund the current authorization, we are replacing only $300.0 of the International Trade &
Business Endowment authorization with the Trade & Business Development fund.

This bill also eliminates the International Trade and Business Endowment and deposits the balance into

the general fund ($4,962.5 as of 3/30/02). There are also fiscal notes for the Division of Occupational
Licensing and the Division of Community and Business Development.

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2002 LEGISLATIVE SESSION Bill Version: HB 520
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected: DCED
Title Business License Fees/ Business ‘BRU Occupational Licensing (117)
Development Fund Component Occupational Licensing
Sponsor House Labor & Commerce
Requester House Labor & Commerce Component No. 2360
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | |

ICHANGE IN REVENUES ( ) 1,700.0 1,700.0 1,700.0 1,700.0 1,700.0 1,700.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 F
Trade & Business Development Fund 554.7 554.7

TOTAL 0.0 0.0 0.0

(554.7) (554.7) (554.7) (554.7) (554.7) (554.7)

554.7 554.7 554.7 554.7
0.0 0.0 0.0

Estim ate of any current year (FY2002) cost: 0.0
Che ;k this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: X

POSITIONS
Full time 0

0
Part-time 0 0 0 0 0 0
0

Temporary C

ANALYSIS: (Attach a * eparate page if necessary)

Please see second page.

Phone 907-465-2567
Date/Time 4/19/02 3:07 PM

Date 4/19/2002

Prepared by: Lena Simmons, Budget Analyst
Division Administrative Services

Approved by: Deborah B. Sedwick, Commissioner
Agency Department of Community & Economic Development
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 520
2002 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

There are approximately 76,000 active business licenses. The business license fee is $50.00 for a two
year license. Approximately half of the licenses are up for renewal each year, so $1.9 million in fees are
generated annually. The business license fee of $25 per year has remained unchanged since 1949. With
the doubling of the fee a small reduction in total licensees is anticipated, but $3.6 million in revenue per
year is estimated. The change in revenues shows the anticipated increased fees to be generated in each

year of bienniel renewal.

In creating the new Trade and Business Development fund into which all business license fees are
deposited, we would ask for appropriations from the fund for: 1.) administrative expenses for running the
business license program ($554.7) and 2.) operating the department's business development and
international trade activities ($3,045.3). This fiscal note shows the fund source change from GF/PR to the
new Trade and Business Development Fund. There are also fiscal notes for the Division of Community
and Business Development and the Division of International Trade and Market Development.

Page 2 of 2






Alaska State Legislature
House of Representatives
Minority Leader

Alaska State Capitol Interim Address
Juneau, Alaska 99801-1182 716 West Fourth Avenue
1-907-465-4919 (phone) Anchorage, Alaska 99501-2133
1-888-465-4919 (toll free) (phone) 1-907-269-0130
1-907-465-2137 (fax) (fax) 1-907-269-0132

Representative Ethan Berkowitz
District 13

Date: February 21, 2001

To: Representative Lisa Murkowski, House Labor & Commerce Committee Chair

From: Ethan Berkowitz

Re: CS for HCR 1 (CRA) hearing

CS for House Concurrent Resolution 1 (short title "Statewide Comprehensive Energy
Plan Task Force™) has a referral to the House Labor & Commerce Committee. Copies of
the sponsor statement, the bill, two articles about energy policy, a letter of support, a zero
fiscal note, a bibliography of recent Statewide Energy Plans, and the executive summary
of the Denali Commission’ draft Rural Energy Plan are attached. Please schedule the
bill for a hearing. 1 suggest teleconferencing the hearing to encourage public input.

HCR 1seeks to establish a Task Force that will examine the condition of Alaska's energy
resources, identify areas of necessary improvement, and recommend actions to achieve
short- and long-term goals. Beyond that, the responsibilities of the Task Force are very
general. This is intentional as I look forward to input during the committee process
ensuring that the final product reflects a consensus-building process.

Members of conservation and consumer protection organizations have contacted my
office to express their interest in participating as members of the Task Force. | would
appreciate the committee considering those requests and, should they grant them,
consider removing current members to avoid an overly cumbersome number of members.

I look forward to working with you and your staff on HCR 1 Please contact my aide,
Patrick Flynn, or me if you have questions. Thank you in advance for your consideration.

E-mail: Representative_Ethan_Berkmvitz@ legis.state.ak.us



Alaska State Legislature
House of Representatives
Minority Leader

Alaska State Capitol Interim Address
Juneau, Alaska 99801-1182 716 West Fourth Avenue
1-907-465-4919 (phone) Anchorage, Alaska 99501-2133
1-888-465-4919 (toll free) (phone) 1-907-269-0130
1-907-465-2137 (fax) (fax) 1-907-269-0132

Representative Ethan Berkowitz
District 13
Committee Substitute for House Concurrent Resolution 1 (CRA)

“Relating to establishing a Task Force on a
Statewide Comprehensive Energy Plan.”

Sponsor Statement

Throughout Alaska we depend on a variety of energy resources - diesel, wind,
natural gas, coal, and hydro to name a few - to provide- the power Alaskans need.
Ensuring that we have sufficient power to fuel economic development and
maintain health and safety is critical to Alaska's future.

House Concurrent Resolution 1 seeks to establish a Task Force that will examine
the condition of Alaska's energy resources, identify areas of necessaiy
improvement, and recommend actions to achieve short- and long-term goals.

Task Force members include:

two members of the Senate appointed by the Senate President

two members of the House of Representatives appointed by the Speaker
one member appointed by the Alaska Municipal League

one member appointed by the Alaska Federation of Natives

one member appointed by the Alaska Rural Electric Cooperative Association
one member appointed by the Alaska Oil & Gas Association

one member appointed by the executive director of the Alaska Science &
Technology Foundation

one member appointed by the president of the University of Alaska

one member appointed by the Alaska Trucking Association

one member appointed by the Alaska State AFL-CIO

one member appointed by the chair of the Regulatory Commission of Alaska
one member appointed by the executive director of the Denali Commission
one member appointed by the executive director of the Alaska Industrial
Development & Export Authority

In order to move forward and achieve the prosperity and quality of life that is part
of Alaska's promise, we must secure reliable, affordable energy. |would
appreciate your support.

E-mail: Represcntative_Ethan_Bcrkowitz@ legis.statc.ak.us


mailto:Represcntative_Ethan_Bcrkowitz@legis.statc.ak.us

AMENDMENT#!

OFFERED BY: Representative Kevin Meyer

Page 2, lines 23-24:
DELETE: one member appointed by the executive director of the Denali Commission

INSERT: one member of the Denali Commission appointed by agreement of the co-
chairs of the Denali Commission

Page 2, lines 25-26:

DELETE: one member appointed by the executive director of the Alaska Industrial
Development and Export Authority

INSERT: one member of the Alaska Industrial Development and Export Authority
appointed by the chair of the authority



~(OUSE COMMITTEE REPO|]

(7)
Date Referred to Committee: February 21,2001 FURTHER REFERRALS:

Date of Committee Action:
The LABOR AND COMMERCE Committee considered: HCR 1

HOUSE CONCURRENT RESOLUTION NO. 1 STATEWIDE COMP ENERGY PLAN TASK FORCE

Relating to establishing a Task Force on a Statewide Comprehensive Energy Plan.

Recommends it be replaced with (o] VACR \ ( ) [w] Same Title [ ]New Title
For Senate Bills with new title: / ] Technical Title ( / New Title: HCR

[ ] attach amendments

[ ] add new referral to Committee

[ ] Letter of Intent Committee
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_ Energy task force measure clears committee

JUNEAU (AP) —A measure aimed at creating a statewide energy plan
cleared its firsLcommittee Tuesday.

IHouse Concurrent Resolution 1would set up a 15-member task force to
prepare a comprehensive plan to address the state's short-term and

long-term energy needs.

The bill's sponsor, Minority Leader Ethan Berkowitz, said the state needs
an inventory of its needs and its resources in order to use them efficiently,
take advantage of available federal funding and avoid the energy
problems California is experiencing.

"We spend a lot of time talking about energy from Alaska, but we also
|need to focus on energy for Alaska,” said Berkowitz, D-Anchorage. "This

is a pressing issue the state's never dealt with."

I0ther groups have looked at parts of the picture, such as energy needs in
Irural Alaska, but no statewide strategy has been developed, Berkowitz
Itold the House Community and Regional Affairs Committee.

The task force's duties would include looking at Alaska's resources and
the roles of the federal, state, municipal and tribal governments in
|providing affordable energy. It would recommend legislation needed to
accomplish any needed changes and .vould identify possible funding

sources.

Among its members would be legislators and representatives of the
Alaska Municipal League, the Alaska Federation of Natives, the Alaska
Rural Electric Cooperative Association, the Alaska Oil and Gas
Association and the Alaska Science and Technology Association. The
resolution provides no pay or travel money for the task force members.

Committee Co-Chairman Kevin Meyer, R-Anchorage, expressed
skepticism that the group would need no money, but allowed the bill to
move from the committee. It next goes to the House Labor and

ICommerce Committee.

Discuss this story in our Discussion Forum

SL

2/21/01 11:20 AM



Anchorage Daily News - Alaska needs an energy policy http:/Avww.adn.com/opinion/pstory/0,2979,238704.00.html

adn.com

Anchorage Daily News

Alaska needs an energy policy
Compass: Points of view from the community

(Published February 12, 2001)

We depend on energy in many forms, at prices equitable to business, industrial and domestic users. Both
major presidential candidates em pfw'ed the need for a national energy policy during the recent
campaign. Since taking office, President Bush has reconfirmed his commitment to a national energy

policy.

The importance of energy to Alaskans' economy and lifestyles is much greater than in othei states. This is
because of our energy reserves, both developed and undeveloped; the employment of many Alaskans in the
energy industry; the importance of oil revenues to state and local governments; and the need for and
difficulty of providing energy at reasonable cost to both urban and rural communities.

Alaska's per-capita consumption of energy is extremely high. Our major industries, including commercial
fishing, tourism, transportation, mining and logging, are all heavy energy consumers. High energy costs in

@ Alaska- whether for home heating, auto fuel, electricity, or industry —affect our lifestyles, our
pocketbooks and our economy.

Just as the nation needs to develop an energy policy to guide and balance its energy dependence, Alaska
should develop an energy policy :o prepare for the future. Alaska is fortunate to have vast energy reserves
and is the major energy exporting state, but because of our large size and remoteness from national and
world markets, Alaska is unique among the 50 states in the urgency nf its need to develop a state energy

policy.

No one source of energy will meet our needs. Alaska and the rest of the United States need to develop
several sources to address the local and regional diversity in availability and demand for energy.

t
Alaska will continue to play a major role in supplying oil, and perhaps natural gas, to the rest of the United
States. Our huge North Slope gas reserves, once they become available to Alaska's major population
centers and the Lower 48, will contribute substantially to improved air quality and reduced emission of

greenhouse gases.

Advances in fuel cell technology are making it possible to convert fossil fuels to available energy with far
greater efficiency and much less pollution than through conventional combustion. Natural gas is the fuel of
choice for fuel cells. The Postal Service in Anchorage is the first in the nation to install a fuel cell using
natural gas to assure uninterrupted electric power for its electronic equipment. Any surplus electricity that
is generated enters the Anchorage, Kenai and Railbelt intertie system.

Alaska might develop and use energy from a variety of sources in addition to fossil fuels. Hydropower, for
instance, has potential in Southeast Alaska and other Gulf of Alaska coastal communities.

lof2 2/12/2001 8:18 AM



217 Second Street, Suite 200 mJuneau, Alaska 99801 m Tel (907)586-1325, Fax (907)-463-548'

February 16,2001

Representative Ethan Berkowitz
State Capitol, Room 404
Juneau, AK 99811

Dear Representative Berkowitz:

We are writing in support of HCR 1 Relating to a Task Force on a Statewide
Comprehensive Energy Plan. As stated in the 2001 Alaska Municipal League Policy
Statement, approved November 2000, supports the development ofa comprehensive

statewide energy plan.

>

Part IV. Economic Development St Resource Management:

8. Alaska Energy Plan: The League supports the expeditious development of the
first statewide Aaska Energy Plan by the State Division of Energy and the federal
government coordinated by the Denali Commission, and urges that the process
broadly involve all interested citizens in all communities.

The Aaska Municipal League is also working as a member of the Denali Commission,
together with the State, to develop a statewide energy plan. It appears that this Task
Force could be of benefit in steering the process and ensuring that there is broad public

participation.

If you have any questions on this or any other municipal issues, please call me at 586-
1325.

cc: AML Land Use, Economic Development & Resources Subcommittee

Member of the National League of Cities and the National Association of Counties



State Representative Ethan Berkowitz
State Capitol

Room 404

Juneau, Alaska 99801
Fax-907-4652137

February 25,2001

Dear Representative Berkowitz:

This is a request that AKPIRG serve as
representative of consumer interests on your
proposed Statewide Comprehensive Energy Plan
Task Force.

Alaska Public Interest Research Group has a
consistent 26 year record of consumer representation
In matters of energy and power generation
alternatives. We are unique among Alaska grassroots
organizations in monitoring and representing
consumer interests when such matters emerge either



In the legislature or in the state regulatory agency (the
APUC and now the RCA).

For example, we participated during the
proceedings of the Joint Legislative Committee on
Electric Utility Restructuring and its efforts to
develop a consumer’s bill of rights. At the RCA we
have monitored utility requests for rate hikes and
presentations on new sources of power generation
from fuel cells like the Post Office Experiment. In
the gas pipeline debates, we monitor the outcome as
It may influence supply of natural gas to Fairbanks
and South Central Alaska.

Our ability to follow these matters and to
contribute productively (as well as to educate the
public) is based on our staffs regular attendance at
national meetings on utility issues, often with other
Alaskans such as representatives of rural utilities.
Our concerns have focused on the needs of both rural
and urban consumers for cost effective and reliable
sources of energy with special attention to impacts on
the environment and on secondary impacts like rural
water and sewer initiatives or rural access to the
Information super highway. Recent research by
AKPIRG suggested exploration of fuel cell and stand-
alone power generation to interties with the
emergence of these commercially viable alternatives.

Qur bipartisan approach has generated
Invitations to contribute from law makers and public



officials who seek to incorporate the special concerns
of consumers into their deliberations and have their
own work shared with a larger public, using
AKPIRGS media exposure.

In the matter of the gas pipeline debate, our
representatives have attended Backbone meetings
both to contribute and to acquire information from
the business community and invitees from the oil and
gas industry. We are humble enough (and lucky
enough) to be able to draw on state and national
expertise and to incorporate that same expertise into
local discussions with public policy ramifications.

In a meeting last week of the Regulatory Commission
of Alaska, 1 told the Commissioners that we would
welcome a partnership with its staff in articulating
the consumer’s needs during the work of your task
force.

| fyou and your legislative colleagues see fit,
AKPIRG would be pleased to represent consumers’
variegated interests on the task force and to channel
concerns of other non-governmental constituencies.

Good luck on this important project.

Sincerely,

Steve Conn, Executive Director



STATE OF ALASKA
2001 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title: HCR 1 Statewide Comprehensive Energy
Plan Task Force

Sponsor Rep. Berkowitz

Requester HC&RA

Expenditures/Revenues

FISCAL NOTE

Fiscal Note Number 1
Bill Version:
(H) Publish Date:

Dept. Affected:
BRU:

Component: .

Component Number:

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2002
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other iSpecify Type)
TOTAL 0.0

Estimate of any current year (FY2001) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

Prepared by: Lorali Meier, Committee Aide HC&RA

Representative:
Committee Chair

FY 2003

0.0

0.0

0.0

FY 2004 FY 2005 FY 2006

0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0

Phone 465-6588

Date 2/16/01

Page 1

FY 2007
0.0
0.0

of 1



Legislative Research Services

Alaska State Legislature State Capitol
Legislative Affairs Agency Juneau, AK 99L01
Division of Legal and Research Services Phone: 907-465-3991

Fax: 907-465-3908

January ~0, 2001 JAN 1 0 2001

Memorandum

TO: Representative Ethan Berkowitz

FROM: Cherie Nienhui®/"
Legislative Analyst

RE: Bibliography of Statewide Energy Studies, 1990 to Present
Research Request 01.045

You asked for a bibliography of all statewide energy studies that have been done for the state of Alaska from 1990 to present. We
contacted the Alaska State Library, the Alaska Industrial Development and Export Authority and the Alaska Energy Authority
within that agency, the University of Alaska Anchorage Institute of Social and Economic Research, and the Alaska Housing
Finance Corporation.1 We also conducted a search of our own Legislative Research library database.

The results of our inquiries are shown below. If you desire a copy ol any of the studies listed, please do not hesitate to contact us.

Available from the Alaska State Library

“Power Cost Equalization Program Manual," by the Alaska Public Utilities Commission, Alaska Energy Authority, 1990.

“Power Cost Equalization Program: Cost Reduction Options to the Legislature," by the Alaska Public Utilities Commission, Alaska
Energy Authority, 1992.

“Alaska Energy Authority Strategic Plan," by R.W. Beck & Associates, 1993.
“Alaska Energy Strategy,"” by the Alaska Dept, of Community & Regional Affairs, Division of Energy, 1994.
“Alaska Rural Energy Initiative," by the Alaska Dept, of Community & Regional Affairs, Division of Energy, 1995.

“Division of Energy Mission and Programs,” by the Alaska Dept, ol Community & Regional Affairs, Division of Energy, 1997.
“Energy Update,” by the Alaska Dept, of Community & Regional Affairs, Division of Energy, 1997 and 1998.

Available from the Legislative Research Library

“Alaska State Energy Corporation (An Overview of the Restructuring Plan for the Alaska Energy Authority), by the Office of the

Governor, 1992.

“Alaska Energy Plan - Rural (Draft)”, by the Alaska Industrial Development and Export Authority, Denali Commission, and U.S.
Dept, of Agriculture, 1999.

Available from the Institute of Social and Economic Research

‘The Economic Significance of the Power Cost Equalization Program,” by the Institute of Social and Economic Research, 1998.

"Rural Energy Plan," by the Alaska Dept, of Community & Regional Affairs, Division of Energy, 1999.

“Reports and Recommendations of the Governor's Blue Ribbon Panel,” by the Alaska Dept, of Community & Regional Affairs,
Division of Energy, 1999.

1At our request, the Alaska State Library conducted a search of their library holdings, and a search of the “WorldCat" database,
which accesses library holdings nationwide. We spoke with Richard Emerman at AIDEA and Steve Colt at ISER, both of whom have a
long history of working with Alaska energy issues. We found that there were many energy reports produced in the 1970s and 1980s, but
that this activity dropped off significantly In the 1990s.
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880 H STREET, SUITE 710
ANCHORAGE. ALASKA 99501
. 907) 274-5600 FAX (907) 274-5601
Electric Power Systems, Inc. ( ),_ (907)

e-mail: norecon@norecon.com

The Financial Engineering Company www.northerneconomics.com
HDR Alaska, Inc.

Precision Power, LLC

URS/Dames & Moore

In association with


mailto:norecon@norecon.com
http://www.northerneconomics.com

Executive Summary

This report has been prepared for the Alaska Industrial Development and Export Authority (AIDEA),
U.S. Department of Agriculture Rural Development, and the Denali Commission, and is one
component of Phase 2 of the Alaska Rural Energy Plan. The report presents a screening analysis
conducted to develop a short list of strategies and technologies that hold the most promise for
reducing the cost or improving the reliability in rural Alaska. The selected strategies and technologies

will be evaluated in more detail as Phase 2 progresses.

Strategies and technologies considered in this screening analysis are divided into six categories:

" Diesel efficiencies m Fuel price strategies
» End-use conservation m Alternative technologies
m Space and water heating m Bulk fuel storage

Specific strategies within each of these topic areas were identified in Phase 1 of the Rural Energy Plan,
which was prepared in 1999, or by the consultant team for this screening analysis. Strategies and
technologies related to diesel efficiencies, fuel price strategies, end-use conservation, and alternative
technologies were evaluated for their potential to significantly reduce the cost of electricity. Strategies
related to space and water heating, including waste heat recovery systems and biomass systems, were
evaluated for their potential to reduce the cost of heating. Strategies related to construction and
financing of bulk fuel storage facilities were evaluated for their potential to reduce the cost of such

facilities or to reduce reliance on public funding for such facilities.

Table ES-1 shows the strategies and technologies selected for further study.

Table ES-1. Short List of Strategies and Technologies Recommended for Further Study

Topic Area Category Strategy or Technology
High Cost of Electricity
Diesel Efficiencies Switchgear Improvements
Microprocessor-Based Engine Controls

End-Use Conservation Lighting
Appliance Upgrades
Alternative Technologies Wind Power
Reliability . -

Microprocessor-Based Protective Relays
Space and Water Heating

Insulation and Weatherization

Heater Upgrades

Waste Heat Recovery Systems

Conversion of Electric Water Heaters

W ater Conservation Devices

Bulk Fuel Storage
Local Contributions to Tank Farm Financing a

a Several other strategies related to the construction of bulk fuel storage facilities are recommended for field
testing, but not for further study to assess their potential.

Northern Economics, Inc. DRAFT ES-1
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Executive Summary

The only alternatives included on the short list are those projected to result in significant benefit to a
significant number of people and communities in the near term, assuming that the approach is
implemented aggressively. For alternatives intended to address the high cost of electricity, benefits
must be projected in the absence of government grants or low interest loans, since virtually any
alternative can provide benefits to consumers if a large enough subsidy is provided.

To help identify strategies or technologies that should be considered for further study, AIDEA
suggested as a general guideline that, to warrant inclusion on the short list (Table ES-1), any measure
to reduce the cost of electricity should be able to lower rates by at least $0.01 per kilowatt-hour in at
least 5 communities within a 5-year period. Itis not the intent of AIDEA or the consultant team to rule
out alternatives that do not meet these criteria from further consideration or support. The intent is to
focus on those alternatives that meet these criteria and to give them priority consideration.

End-use ‘;onservation is the only category in which a majority of considered strategies are
recommended for further study. Most of the diesel efficiency strategies considered did not meet the
criteria for further study. In alternative technologies, only one strategy (wind) of the 12 considered
met the criteria. However, more study is recommended for specific issues related to interties.1 In fuel
price strategies, no strategies met the criteria for further study. (While these strategies would be useful
and should be considered by all utilities in the course of regular business practices, none appears to
have the potential to reduce the cost of electricity by $0.01 per kilowatt-hour (kWh) for a large

number of communities.)

Strategies and technologies considered in the reliability and space and water heating categories were
recommended for further study if they were economically viable and would produce obvious benefits
in the near future. Six strategies met these criteria. For example, the strategy recommended for further
research to improve reliability of electricity in rural Alaska (installation of microprocessor-based relays)
was found to be economically justifiable based solely on savings associated with lower costs for
distribution system equipment and maintenance. The benefits from improved system reliability
associated with these relays could be significant and could be enjoyed by residents of rural Alaska at

little or no cost (the cost is offset by other savings).

Because limited funds were available for this analysis, each alternative was examined only to the point
that a conclusion could be reached about its potential to meet the screening criteria. As soon as it
became unlikely that an alternative would pass the test, the analysis of that alternative was
discontinued. For many alternatives, therefore, the analysis is very brief.

Analyses were based on data from the State of Alaska Power Cost Equalization Program, existing
literature on energy systems in Alaska, public programs and agencies such as the Rebuild America
Program and Alaska Community Development Corporation, the Alaska Energy Authority Circuit Rider
Program, equipment manufacturers. The analyses also incorporate information from interviews with

specialists and utility personnel throughout the state.

1Limited additional research is recommended to determine whether the costs and benefits of single wire ground
return transmission lines and direct current cables might make interties viable in more locations.

ES-2 DRAFT Northern Economics, Inc.
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Representative Kevin Meier February 16, 2001

Cochair, House Community and Regional Affairs Committee

State Capitol
Juneau, AK 99801

Dear Representative Meier,

| wish to provide comments on House Concurrent Resolution 1re a Task Force on
a Statewide Comprehensive Energy Plan. | understand that you have copies of the op-ed
articles on an energy policy for Alaska that | wrote and were published in the Anchorage
Daily News and Fairbanks News-Miner. In addition to the comment within these
articles, I have the following comments:

I strongly support the concept of a task force to consider and develop a
comprehensive energy plan and associated policies. Task force efforts should have a
broad focus.

1) Emphases should include state reserves of conventional energy resources, their
current and potential development, distribution and uses, but also alternative and
renewable energy reserves and potentials.

2) Efficiency inuse ofall types of energy is equally important in Alaska as
elsewhere and must be a major consideration by the task force, including new
technologies rapidly developing in response to the current high fuel costs. These
include fuel cells, building design and utilities for efficiency in heating, cooling
and electrification.

3) New technology for cleaner uses of conventional fuels is important. This should
include the possible justification for further investment in completion of the
upgrading of the Healy Clean Coal Plant so that it can meet the planned design
standards for air quality and cost Tficiency. Diesel fuel, so important in our
transport industry (trucking, the Alaska Railroad, the Marine Highway System,
the Trans Alaska Pipeline), commercial fishing, logging, and mining is a dirty
fuel that is a major atmospheric pollutant that medical authorities blame for
contributing to increasing cancer rates in urban centers throughout the country.
Technology is now available to allow our refineries to greatly reduce the sulfur
content of diesel and improve its energy conversion efficiency.



4) Alternative energy development is advancing rapidly throughout the world and

5)

6)

7)

8)

Alaska should be in the forefront of this development. We should invest a
significant portion of the revenues we receive from extraction of our
nonrenewable energy resources in alternative and renewable energy development.
This should be considered as a payback to our children and all future generations
for our use and. therefore, draw down of the nonrenewable energy resources of
the state. Our coastal frontage on the sea, greater than that of the rest of the
United States, offers us the potential for meeting a major share of our future
energy needs via the energy of the tides, the waves, and oceanic winds. Electric
power generation from wave action, which has been under development in
Norway and Scotland for several years, is now finding increasing uses to meet
small-scale needs, such as for navigational lighting. The island of Islay off the
west coast of Scotland is now provided with electricity from a wave-energised
power plant. Hydrogen, the clean burning fuel of the future for automobiles and
fuel cells, is now being used in buses in Chicago and Vancouver, B.C. and its
market value is increasing exponentially. The tremendous capacity for wind
generation in the Aleutians and other coastal areas offers the potential for large-
scale production of hydrogen, and its liquefaction and shipment to future markets
throughout the Pacific Rim.

Any energy plan for Alaska must be approached from the perspective of our
relationship to the rest of the United States, both as an energy consumer, as well
as an energy exporter, but also as an energy partner with adjacent Canada and as
part of the world community. In this regard, it is noteworthy that there will be a
very energy-relevant conference in Whitehorse during March 18-21, 2001 titled,
“Climate Change in the Circumpolar North”. For details see the conference web
page www.taiga.net/nce.

A state energy plan and policy must be guided by the state’s responsibility to
support long-term national and international goals of reduction in production of
“greenhouse gases” that are contributing to global climate change. The associated
detrimental consequences are already being felt in Alaska, such as thawing of
permafrost on the North Slope, accelerated beach erosion at arctic coastal
communities, decrease in thickness and duration of sea ice in the Bering Sea and
Arctic Ocean which limits its use as a platform for subsistence hunting of marine
mammals by residents of coastal communities.

A major benefit from a statewide energy plan should be substantial savings in cost
to the state government through increased efficiency of energy transportation and
availability to all parts of the state, rural as well as urban. Cost savings in
provision of energy to rural communities for electric power generation would
lessen the need for current state subsidization, and should be a major goal of a
state energy plan.

The environmental and human health costs of current and proposed production
and use of energy within the state should be assessed, whether from renewable or
nonrenewable sources, and minimization of these costs should be a guiding
principle in the development of a state energy plan and subsequent energy policy.


http://www.taiga.net/nce

Thank you for the opportunity to comment on this important legislative proposal.

Sincerely,

David R. Klein

Professor Emeritus

Institute of Arctic Biology
University of Alaska Fairbanks

CC: Representative Ethan Berkowitz
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Sponsor Statement

HCR 9

Electrical deregulation is a risky idea. It has worked in some states and it has not
worked in other states. In those states where it has not worked, it has had disastrous
consequences for consumers and the economies of those states.

During the 214 Alaska Legislature, the House of Representatives formed a special
committee on Utility Restructuring. This committee considered the issue of whether the
state should support deregulation in Alaska and concluded that deregulation would not
work in Alaska. It reached this conclusion for several reasons. The principal one is that
Alaska is unique because it is not connected to the electrical grid in the Lower 48 and
thus has a unique structure for delivering electrical power to consumers in Alaska.

Recently the Matanuska Electrical Association announced plans to remove itself
from regulation by the Regulatory Commission of Alaska. Subsequent to that
announcement, the association stated that it was postponing those plans. At this point it
is unclear whether the association at some point in the near future will move forward with
its plans for deregulation.

No other major electrical utility has announced plans to attempt to remove itself
from regulation by the Regulatory Commission of Alaska.

The Regulatory Commission of Alaska performs many tasks. One is to make sure
that electric utilities properly manage and spend ratepayers’ money. The commission
recently recently ruled that the Matanuska Electrical Association did not properly spend
more than a million dollars of ratepayer monies on such items as legal fees and
advertising.

Another task the commission performs is to monitor electrical utilities to make
sure that they are properly managed and that they are able to deliver a reliable source of
electricity to consumers.

Representative Pete Kott

JUNEAU OFFICE (907) 465-3777 TOLL FR™E 1-800-861-KOTT(5688) FAX (907) 465-2819
EAGLE RIVER OFFICE (907) 694-8944  FAX (907) 694-8945 E-MAIL: represenlative_pele_koll@ legis.state.ak.us
http://www.akrepublicans.org/Kott.htm
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Sponsor Statement (continued)

HCR 9

Because deregulation has not worked in other states, because Alaska is unique,
because the Matanuska Electrical Association has run afoul ofthe Regulatory
Commission of Alaska, because the 21¢ Alaska Legislature did not support electrical
deregulation, and because no other major electrical utility has attempted to remove itself
from regulation by the Regulatory Commission ofthe Alaska, it is important that the
Legislature go on record discouraging the Matanuska Electrical Association from
removing itself from regulation by the Regulatory Commission of Alaska.
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TESTIMONY ON HCR 12

Madam chairman, and members of the Labor and Commerce Committee, thank you for
the opportunity to testify on Resolution HCR 12. My name is Pete Hendrickson, and 1have been
aresidento Jnalaska-Dutch Harbor for 24 years. | have been longshoring here since 1982, and
became a registered member of the International Longshore and warehouse Union in 1988. At
this time | am representing longshore workers throughout Alaska.

Over the last three years, a large number of foreign trampers visiting our waters to load
seafood bound for Europe and Asia have been filing for the Reciprocity Exception to the
Immigration and Nationality Act. They can then displace Alaskan longshore workers by using
their own crewmembers to work cargo on the shipside oftbe loading operations. This is
accomplished by representing to the INS that their flag ofregistry and majority ownership are
from countries that ¢ vrently qualify for this Exception. Most common registries do not qualify.
Invirtually all cases me vessels in question have changed their flagjust prior to arrival, in order
to file for this Exception. The result has been the loss of many thousands of hours ofwork for
Alaskans, and has resulted in loss of cargo and profit for those American companies and foreign
vessels that employ us, but cannot effectively compete against cheap foreign labor.

We believe the Reciprocity Exception no longer serves any useful purpose for the United
States, since apparently no American seafarers do any loading elsewhere in the world anymore.
And as we have seen here in Alaska, all this does is provide a mechanism by which certain
parties can exploit this Exception in order to avoid Alaskan labor. Further, in the early 1990’s,
we were able to convince Congress to create what is known as the “Alaska Exception” to the
Immigration and Nationality Act, which provides for the loading work to be done by foreign
crew if Alaskan longshore workers are unavailable. This guarantees that the work will always get
done, which is critical to the fishing industry. (Our Congressional Delegation was instrumental in
accomplishing this, particularly Senator Stevens.) Therefore we don’t think the Reciprocity
Exception should apply to Alaska. The alternative, if we must live with this exception, is to
amend it so that it’s application is more true to the original intent, and it cannot be misused as it

is today.

I have been working on this issue for some time now, including visits to the U.S. Dept, of
State and our Congressional Delegation in D.C. to speak about crowing problem. Alaska
Department of Labor Commissioner Flanagan has also been involved We dunkyour, jpport of
our efforts to either exempt Alaska or revise the law will be instrumental to our success as we
continue to work toward a solution to what can only be called a scam.

Thank you again for the opportunity to testify today. | will be happy to answer any
guestions you may have.

Sincerely,
Pete Hendrickson

fco* +
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Unalaska, Alaska 99685

Member Phone: (907)581-2275

House Finance Committee Fax: (907) 581-4949

SPONSOR STATEMENT

HCR 12 - Longshore Labor Reciprocity Agreements

This resolution addresses the need to correct loopholes in international
shipping agreements, as managed by the U. S. State Department, whereby the
labor used in loading and unloading of foreign cargo vessels is determined. The
United States Immigration and Nationality Act, enforced by the State Department,
authorizes the maintenance of reciprocity lists.

These loopholes now allow the practice of "reflagging” a foreign vessel,
one which is not party to a reciprocity agreement, as it enters U. S. waters, in
order to use cheaper, less-skilled crew members for cargo handling activities in
our ports. This practice displaces legitimate Alaskan longshore labor, and is
especially acute atthe Port of Dutch Harbor.

The offending vessel of a nation not granted reciprocity simply changes
its flag upon approaching U. S. waters, to the flag of a nation which has recipro-
city. These reflagging agreements between foreign vessels are the loopholes
which need to be addressed by Congress and the U. S. State Department.

HCR 12 describes the commercial environment in which these activities
take place, and petitions Congress and the State Department for specific rem-
edies to close the loopholes affecting Alaskan longshoremen.

HCR 12 /Rp. Carl E. Moses (staff: tim benintendi/6591) 3-28-01
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President Vice President

June 12, 2000

Dear Senator Stevens:

As you may know, the Immigration Act of 1990 (8 U.S.C. Sec. 1288) generally prohibits
foreign crewmembers in the United States or its waters from performing longshore work
(defined to include any activity relating to the loading and unloading of cargo, operating
cargo-related equipment, whether or not on board the vessel, and handling of mooring
lines). The statute provides for limited exceptions including (1) well-established
prevailing practices of using alien crewmen to perform particular longshore activities in
particular ports; and (2) for international reciprocity between the United States and
countries that by law, regulation, or in practice do not prohibit crewmen from performing
particular longshore activities aboard U.S. vessels in their respective ports.

More recently, an “Alaskan exception” was added to the statute. The exception was
needed in Alaska to deal with remote locations where there is no longshore labor and fish
products need to be loaded or unloaded from fish processing vessels to carriers. The
exception mandates that the carriers must make a bona fide effort to employ a sufficient
number of U.S. longshore workers. The exception allows the carriers to use alien crew to
transfer fish products if the search for qualified U.S. workers is unsuccessful. Generally
speaking, the Alaskan exception has proven to be a huge success. In the Port of Dutch
Harbor, longshore hours for American workers have tripled as a result of the statute.

However, there are problems. The most significant problem is that some unscrupulous
carriers have re-flagged their vessels to countries that are entitled to the “reciprocity
exception” so they can avoid U.S. longshore labor. Secondly, the State Department is not
living up to its statutory mandate to update the list of countries “ineligible” for
reciprocity. We have tried to work with the State Department’s Office of Maritime and
Land Transport to add countries to the list that are particular problems such as Latvia but
the State Department has gone out of its way to find reasons why these particular
countries should receive reciprocity. See attached cable from the U.S. embassy in Latvia.

The “reciprocity exception” should be repealed particularly because the State Department
is not devoting the time and resources to implement the statute correctly. Perhaps they
have come to the conclusion that it is a complete waste of the State Department’s time
and resources. The “reciprocity exception” also takes job opportunities from American



workers. Please find attached list of “reciprocity” vessels that have successfully avoided
hard-working U.S. labor in the state of Alaska.

We understand that repealing the “reciprocity exception” may require years of work and
coordination with our East Coast counterpart, the ILA. In the interim, a number of
suggestions to mitigate the damaging effects of “reciprocity” are attached for your
review. We would appreciate your continued support for longshore workers.

Sincerely,

Pete Hendrickson

Legislative Director President
ILWU Local 200, Unit 223

Ncmwu
Attachment



“RECIPROCITY EXCEPTION”

SUGGESTIONS FOR LEGISLATION AND/OR STATE DEPARTMENT
ACTION

(1) Exempt Alaska from the “reciprocity exception”. AJaskan longshore workers
correctly point out that the “Alaskan exception” should apply to every carrier in Alaska.
The “AlJaskan exception” allows for the continuation of commerce whether or not
American longshore workers are available. Congress recognized that Alaska is a unique
state and required its own exception. We believe that Congress did not intend to provide
a reciprocity loophole for vessel owners whose only purpose is to avoid U.S. labor. This
approach is currently under review by the International officers in San Francisco.

(2) The State Department should refine its regulations to make the process of collecting
information about countries easier for the Department and more advantageous for
American workers. We believe the statute gives the Department the flexibility to alter
the process of compiling a list of countries. First, the Department should establish a list
of countries that are eligible for reciprocity rather than ineligible. The last list of
countries compiled by the Department was published in 1996 (even though the statute
requires an annual update). It included 108 countries with various caveats for each
country. The list is simply too confusing to comprehend and too confusing for the INS to

enforce.

(3) Secondly, the State Department should reverse the burden of proof. The Department
should ask countries to demonstrate their right to reciprocal treatment by providing the
law, regulation, or practice that allows U.S. seamen to perform longshore work in their
country. In the past, the Department has asked America:: longshore unions to find the
various statutes and specific practices in other countries. This burden on American

workers is simply unfair.

(4) Third, the Department should only grant reciprocity to countries where U.S. seamen
have recently performed longshore work, fhe Department’s regulations currently
consider the hypothetical question as to whether U.S. crewmen could possibly perform
longshore work in those countries. We believe the Department has misinterpreted
Congressional intent in providing reciprocity to countries that do not even have U.S.
seamen calling at their ports - much less work at their ports.

(5) The Department should deny reciprocity for a vessel that has been chartered from a
third party. American companies are currently “shopping” for vessels from countries
such as Russia or Latvia simply to avoid U.S. labor. Again, we believe that Congress did
not intend to stimulate a vessel-chartering trend when the “reciprocity exception” was

passed.
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i October 5, 2000

The Honorable Madeleine Albright

Secretary of State
2201 C Street; N.W,
Washington CVCV§0520

Al
Re: Section 258(d)(2), Immigration Act of 1990
Lon&hore Activities Reciprocity Exception

Dear Secretary Albright:

The following comments arcslubmitted on behalfofthe International Longshore and
Warehouse Union. AFL-CIO (ILWU). The ELWU wishes to assist the Department of State in
updating the bepartment’s 'Txiprodjty list” required by the Immigration Act of 1990 ;AS the
statute provides, State is mandated ;li “compile and annually maintain” a list of countries where
the performance of longshore activities “by crewmembers aboard United States vessels is
prohibited bylaw, regulation, orinjjractice in the country.” £t5 8 U.S.C. 8 1288(e)(2). The
Department last published a reciprocity list by Final Rule on June 13, 1996, Fed. Reg. 29941, et
aeq. Our coduncnts arc based on this Department's views as evidenced by that Final Rule.

1. The Department apparently maintains that countries for which sufficient information is
not available: to determine status wifi be left offthe reciprocity list. This is the reason that Albania
and Lebanon, for example, have bedja excluded from the 199glist The ILWU believes that a
country mu3t be Included on the listfUnless it is conclusively established that application of the
exception is Warranted. Tins is cocastent with the fact, as the Department otherwise recognizes,
that redprodty is intended to be a “limited” exception; all countries should, therefore, be placed
on the list unless information obtained by the Department clearly requires a contrary result.

B 1 Y

Accordingly, we urge that State revise its methodology, and advise each seaport country
that it will be placed on the list unjgfcs it (the country) can conclusively demonstrate on entitlement
to reciprocity. Countries which dOipol meet this burden, or who provide inconclusive
information,- or who simply fail to ifcapcad, must be placed on the list. Only then will the
redprocity ‘ler.ception” be given itttfiill, intended meaning and effect.

: 2l

2. The Department’s ques&nnaire (No. 1) suggests that State intends to leave off the
reciprodty list those countries widfirestrictive laws, regulations or practices, but where no U.S.
ships have dafed since January 1, $96. However, as the GAO explained in its 1994 report (p. 5),
"the restrictive practice neverthele® still exists that presumably could be enforced when a U.S.



The Honorable Madeleine AJhnghl o 2 October 5,2000

o
' 1
ship docs call at some future time.” .We also agree with the GAQO’s conclusion that "the express
tenns ofthe legislation do not give Sjate the latitude toapply a [time period]criterion to U.S.
ship calls as &“basis for excludinga cfluntiy fromthe list.”For these reasons, we urge State to
deny reciprocity to all countries withfrestrictive laws, regulations or practices, whether or not
U.S. ships have called since January £ 1996, and that Question No. 1on the questionnaire simply

be deleted. £

; M .
3 The Department has excluded from the reciprocity list those countries whose vessels
are currently prohibited from callingit U.S. ports, such as Cuba, Iran and North Korea.
However, if such exclusions, in one Sr more cases, are lifted during the life of the Department’s
revised final list, certain countries will enjoy reciprocity even though such an entitlement is not
warranted under the statute. It would seem preferable, therefore, for the Department-to make a
determination as to such countries, ihd to include them on the list where appropriate. :

4. \We agree with the Department's decision to include in its questionnaire (No. 9) a
reference toilnternational Labor Organization Convention 137 (“Convention Concerning the
Sacial Repercussions of New Methbjls of Cargo Handling in Docks”). Convention 137
recognizes that modernization and mechanization on the docks has involved “considerable
repercussion™ on the level of employment in ports and on the conditions of work and life of
dockworkers; and that measures should be adopted to prevent or to reduce problems consequent
thereon  * For this reason, signatory countries have expressly agreed in Article 2, Section 1
as follows: "It shall be national polk” to encourage all concerned to provide permanent or regular
employment for dockwoikers in so:fir as practicable.” In other words, Convention 137 by its
terms plainlyjrequires signatory countries, as a national policy, to preserve and promote existing
longshore wdrk for local dockwork&b, and, therefore, to prohibit or restrict foreign j
crewmcmbers from performing longihore activities in those countries. We submit, therefore, that
the 22 countries presently signatoryifo Convention 137 must be included on the Department’s
reciprocity list

)

5. In the 1996 Final Rule, Greece was denied reciprocity only as to the “operation of
shoro-based equipment to load/unltxjd a vessel” The Department’s treatment of Greece is
particularly alarming to the ILWU because it implies that a blanket grant of reciprocity includes
the right of alien crcewmembers to p&form longshore work on the docks. It has been the
consistent position ofthe ILWU thdt reciprocity relates only to work on board vessels-by foreign
crewmembers. Indeed, the Departt$ent seems elsewhere to agree, as it states in explanatory
comments to the Final Rule (p. 299"2) that the reciprocity exception “allows the performance of
activities constituting longshore woirk by alien crew aboard vessels . (Enphasis added.) We
urge the Department to clarify its approach and adopt the ELWU’s position on this issue.

6. While Canada was ostensibly denied reciprocity inthe 1996 Final Rule, the Department
granted a Iis} of exceptions based.ﬁCIi asserted provisions in collective bargaining agreements and

<
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./.
certain area practices. We believe that Canada should have been denied all reciprocity because
the diplomatic.reports reveal the existence of a regulation generally requiring “employment
validation” for nil work by foreign cr&vmembers that is not related to the operation ofthe ship.
The reports suggest that the requirement for such *semployment validation™ is not enforded as to
U.S. mariners by virtue ofthe redproeity exception provided in the U.S. immigration law.
However, the ifact that the regulatioflSnay not be enforced as long as Canada is not included on
the Department’s list, however, doesiot alter the fact that Canada has a restricu've regulation
pertaining to longshore work by fofd™n crewmembers. As the GAO concluded (p.5), “neither the
legislation nor the legislative history provides support for” State’s view that a country’s
“nonenforcetnhni of a restrictive laWjor regulation entitles that country to reciprodty. . As the
GAO explained (p.5), the statute “rtftrs only to the existence ofany restrictive law, regulation or
practice. Enforcerr mt or nonenforcehneat of such arestriction is immaterial.” Hence, Canada’s
restrictive regulakKon, alone, should b£ve been sufficient to warrant a blanket denial as to Canada.
The statute spedfically requires that a country be listed if longshore activities are prohibited by

law, regulation in practice. i [
u *

Moreover, the ILWU is especially troubled by State's decision to grant Canada reciprocity
for the "operation of specialized sdftloading/bnloaciing log carriers on the Pacific Coast.”" Prior
to enactment ofthe Immigration Actijof 1990, the U.S. Court of Appeals for the Ninth Circuit had
held that the immigration laws did opt permit alien workers to perform this longshore activity in
the United States. See ILWU v. Mfefec. 891 P.2d 1374 (1989). However, the Department’s
current reciprocity list permits that y*ry same activity, in effect overruling the ELWU’s hard-won
victory inthe-Meese case. Hence,- Sthte’s interpretation ofthe immigration statute that was
intended to bfoaden the gains ofMcfce has resulted inthe loss of work opportunities secured for
American longshore workers in thatease. This displacement of US. longshore workers should

not be allowed to continue. ol;

7. V\Jb note also that the Department apparently excluded from the prior rulemaking
process and did not collect information about "areas with a population of less than 5,000
inhabitants.":While we do not knovfithc practical effect of this exclusion, there does hot appear

to be any support for it in the statuWW.:or the legislative history.

8. Adthe ILWU has previdu‘sély reported to the Department, the Union is havinlg particular
problems in the State of Alaska withivcsseb flagged under the Latvian registry. ~ej~Jg”~atviam . A
.owned and Russian-owned vessels hive been reflagging to Latvian registry just prior to arrival in
-U.S. waters. *reE v takin"!Siradvantagc ofthereciproritv exception to avoid the requirement
-that U.S. loD>diornd knrkrrAhf.r m7jjnvfd ThJoari anA unload processed fish. In addition,
Chinese-flagged vessels have beeniniJiang their foreign crewracmbers to unlash containers in Los
/-\-'J eles Harbor, work that should bi reserved for U.S. longshore workers. The ILWU urges the
Department to scrutinize carefully rife reports fron. these countries to determine whether their

addition to the reciprocity list is warranted.
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On behalf of the thousands of American longshore worlcers represented by the ILWU, we
request that the issues outlined abovg be given careful consideration by the Department. The
ILWU appreciates the opportunity  tender these comments, and will gladly make its
representatives available to the Department for further discussion.

Sincerely,

James Spinosa
President
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Alaska State Legislature

REPRESENTATIVE While in Juneau
JEANNETTE JAMES State Capitol
PO Box 56522 Juneau, Alaska
North Pole, Alaska 99705 99801-1182
(907) 456-1546 (907) 465-3743
FAX (907) 488-4271 FAX (907) 465-2381

House of Representatives
House District 34

SPONSOR STATEMENT, MR 34

January 23, 2002

Passage of the president’'s economic security package can only have positive benefits
for Alaska, particularly considering the extent to which affects of the present economic
slowdown are being felt.

The goal of HIR 34 is to express strong support for the president’s efforts to bring this
bipartisan legislation to a floor vote. The package has the votes to pass both houses of
Congress, but is being blocked. Passing HIR 34 will add Alaska'’s voice to the call for
passage of this measure.



Alaska State Legislature

REPRESENTATIVE While in Juneau

JEANNETTE JAMES State Capitol
PO Box 56622 Juneau, Alaska
North Pole, Alaska 99705 99801-1182
(907) 456-1546 (907) 465-3743
FAX (907) 488-4271 FAX (907) 465-2381

House of Representatives
House District 34

HIR 34
BACKGROUND COMMENTS FROM PRESIDENT BUSH:

(text from Remarks to employees of Cecil I. Walker Machinery Company, Charleston, W.Va., Jan. 22, 2002)

11... At its core, an economic security plan for every American has got to be the goal of

our government. And it begins with a good education, and ends with secure retirement.
And in between, much of one's life depends on being able to find work -- good, steady

work. And that's how | approach decisions about our economy. | ask, are we creating

an environment in which people can find work.

My economic plan is summed up in one word: jobs. And that's what all of us in
Washington ought to be asking: how do we create jobs for people who want to work in

America.

Every job begins with one decision, and that is the decision by somebody to say, | want
to hire you. It comes as a surprise to some in Washington, though, when you think
about that, that most of the hiring does not take place at the government level. Of
course, we create jobs by hiring people at the government level. Most hiring takes
place at small businesses. Most hiring takes place when an employer in the private
sector says, | need you to work for me. And so the job of the government, if you think
about it, is not to try to create wealth. That's not the job of the government. The job of
the government is to create an environment in which more people are willing to hire

more workers.

If jobs are the most important part of one of my jobs, then I'm going to insist that people
ask the question, how do we encourage people to hire more people. That's what we
ought to be asking. And that's the role of Washington, D.C.

As a matter of fact, I'm confident in our economy, confident in - because I'm confident in
the American way of life. You know, they hit us on 9/11, but Walker was running before
9/11 and it's running after 9/11. | mean, some certainly have gotten affected as a result
of the attacks. But they didn't diminish the entrepreneurial spirit of America. They didn't
diminish the drive by small business owners to expand and grow and to create jobs.

We've got -- the underpinnings of growth are with us. And our job in Washington, D.C.,
is to encourage that growth, and to always remember that jobs are the cornerstone of

good economic policy.



Alaska State Legislature

Please enter into the record my testimony to the House Labor & Commerce
committee name

Committee on HJR 34 , dated February 6, 2002
bill #/ subject

Please do NOT support this resolution, as it encourages Congress to support yet ANOTHER
irresponsible spending bill.

We must adopt a more fiscally responsible attitude in Alaska, and should therefore enthusiastically
encourage Congress to do the same. This resolution refers to $20,000,000,000 in Federal spending,
but does not indicate the funding source. It will be taxpayers; ordinary people that can not deficit

spend.

We do not want the Federal Government thinking Alaskans are oblivious to budget deficit problems.
To the contrary, we are VERY aware of budget gaps. With strong leadership we can solve the
problems in Alaska, and begin steering Congress in the same direction.

Throwing money at problems is NOT always the answer.

Thank you.

Signed: Mike McBride
Testifier
Self

Representing (optional)

PO Box 6 Kenai, Alaska 9961 i-0006
Address

fo0T> 776-5444
Phone number
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Alaska State Legislature

Please enter into the record my testimony to the House Labor & Commerce
committee name

Committee on HJIR 34 , dated  February 6,2002
bill # / subject

Please do NOT support this resolution, as It encourages Congress to support yet ANOTHER
irresponsible spending bill.

We must adopt a more fiscally responsible attitude In Alaska, and should therefore enthusiastically
encourage Congress to do the same. This resolution refers to $20,000,000,000 In Federal spending,
but does not indicate the funding source. It will be taxpayers; ordinary people that can not deficit

spend.

We do not want the Federal Government thinking Alaskans are oblivious to budget deficit problems.
To the contrary, we are VERY aware of budget gaps. With strong leadership we can solve the
problems in Alaska, and begin steering Congress In the same direction.

Throwing money at problems is NOT always the answer.

Thank you.

Signed: Mike McBride
Testifier

Self
Representing (optional)

POBox6 Kcnai, Alaska 99611-QQQ6
Address

m iw & sm
Phone number







119 N. Cushman, Ste. 205

House Committees State Legis/® Fairbanks, AK 99701
Labor & Commerce /\ - (907) 456-7423 | Fax: 451-9293
Military & Veterans Affairs Rep resentatlve While in Juneau
State Affairs State Capitol
Regulation Review ‘Joe Hayes Juneau, AK 99801-1182
(907) 465-3466 / Fax: 465-2937

AVe}

Sponsor Statement
HJR 38

Like many industries, in the wake of the terrible tragedies of September 11th the
insurance industry has been in a state of turmoil. The main source of this growing
problem is the fact that insurance companies have been forced to pay out billions of

dollars.

The United States, and insurance companies specifically, have never had to face such a
tremendous loss. The current estimates state that the losses due to September 11th are
over $35 billion dollars. Hurricane Andrew by comparison, only caused $15.5 billion in
losses. This incredible loss has made insurers wary of providing affordable property and
casualty insurance. This fear of future attacks and future losses of this magnitude has

made it very difficult to obtain insurance.

By supporting the passage of H.R. 3210, the Terrorism Risk Protection Act, the United
States can feel more secure knowing that should tragedy strike again; insurance will be
there to cover it. Buildings will be able to be re-built, jobs will continue to be developed,
and families will be more financially secure. Without this safety net, the economy could
face the full force of such devastating and tragic events as occurred on September 11th
This $35 billion in losses could have a much more severe impact on our economic
progress as a state and as a nation if we did not have insurance to help with the re-
building and of our nation. | hope you can join with me to support this resolution.

------------- District 30 e
representative_joe_haye.c@legis.state.ak.us
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NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS

December 14,2001

Senaior Trent Lot:
United States Sen ite
Washington, DC [20510

Senator Thomas A. Daschle
United State Senate
Washington, DC 20510

Dear Senators Daschle and Lon:

We are writing on behalfofthe chief regulators of the nation’s insiriance industry to
urge f.nal action on terrorism insurance legislation before the Congress adjourns this year.

Tne terrorist attacks on our country have created enormous uncertanty in our nation's
commercial property and casualty (P&.C) insurance markets. Wo continue 1 3 believe the federal
government can and should play a critical, limited role in helping this markitplace adjust to
these new market realities. We are aware of the efforts the Senate and the t ouse of
Representatives are putting forward to advance this legislation. However, hirther delay will
have a negative impact on insurers and insurance consumers who in this im cance are
predominantly the nation's business community.

Absent fedcnu assistance, many businesses will be without covcra™ e for future losses
related to acts of terrorism. In the event insurance is still available, the cost: may be
unaffordable for many. Anticipating this possibility, many insurers have asked state regulators
to grant terrorism exclusions against future losses. Some carriers are indicating that beginning
January 1“ they will notrenew workers’ compensation coverage, a business necessity if an
employer is to retain employees. These steps will leave consumers without protection. State
irisurdace regulators must act on these requests in the coming days, and we will be hard-pressed
co deny many of these specific requests in the absence of a federal "backsto Otherwise, we
would be exposing die industry to potentially unmanageable financial risks that would have
consequences industry-wide and among all insurance consumers.

For these reasons, we urge action on terrorism insurance legislation this year.

Terri Vaughan
Insurance Commissioner, State of lowa
President, NAIC
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November 16,2001

The Honorable Ted Stevens
United States Senate

522 Han Building

W ashington, D.C. 20510

Dear Senator Stevens:

On behalf of the Alaska Division or' Insurance, 1 am writing to convey the Ugent need
for federal action to ensure the nation’s insurance buying public has coverage ugainst the
risk of future terrorist acts. This matter, vital to Alaska, is before you as a mcntiber of the
Committee on Commerce, Science and Transportation and may come to the loor for a
vote.

I am grearly concerned that, barring quick federal action, recent developments could
seriously disrupt our national insurance market for both insurers and consumers. As you
are probably av.are. reinsurance contract renewals are now being reneged?, ed for an
effective date of January 1, 2002. Many of Lhesc reinsurance contracts will exclude
coverage for terrorist actions, leaving the primary insurers unwilling to include coverage
for terrorism in policies sold to Alaskan consumers. This has been well documented and
publicized, and 'he insurance industry anticipates that federal intervention will in fact
facilitate this renewal process and provide incentive for reinsurers tq cover terrd$f,

W hat has not been widely reported is that insurers are now issuing nonces of ncn-renewal
and filing across-the-board property/casualty exclusions for terrorist risk with our
division as the state insurance regulator. In at least one instance, a workers'
compensation carrier has norificd the Division that they will issue non-renewal notices to
their Alaskan insureds because by law the insurer could not exclude terrorism, from the
contract. The Alaska Division of Insurance is also currently reviewing terrorism
exclusions being proposed for use in Alaska from four insurers ai One rating
organization. These policy exclusions hold real consequences for the insurance buying
public in communities untouched by terrorist attacks and related losses. This is occurring
nationally, as well as in Alaska, and stme insurance regulators are considenn g ways to
ensure consumers remain protected without requiring insurers to assume unit anageable
risks. But we need the federal government to act soon to give certainty to this s tuauon.

"Promoting a healthy economy and strong communities"


mailto:lnsurance@dced.st3te.aK.us

FE3AHijt rrom-rtiflJM vivim'n ur HttUKAMt 19UVB53427 T-3Z9 P.04/04 F-62Q
The Honorable led Stevens
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The Division has worked very closely with the Treasury Department and Ccngress on
elements of this federal terrorism/insurance plan, and are grateful for the sjeed with
which you and (he Congress are addressing this issue. However, failure to ice timely
could cause greater market disruption, thus making the need for quick action imperative.
Pending a final legislative resolution, we urge vnu to work. with, the Congressional
leadership to assure our nation’s insurers that legislation will be finalized jefore the
Congress adjourns.

Sincerely, i

Robert A. Lohr
Director

RAL/pas
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Impact of attacks felt across all lines

By Christopher E. Manael
October IS, 2001

Q: In the wake of the World Trade Center attack, there have been lots of opinions about risk-related concerns.
Which ones are reliable, and what priorities should risk managers have at this time?

A: Like many, |I've spent a lot time these past few weeks trying to digest the large volume of commentary and

opinion available from various sources. It'’s a daunting task, especially in a time of crisis, which invariably

produces lots of new work. While old no crystal ball, here are my thoughts on a few of the more significant

concerns risk managers should be tmnkmg about.

Firs., and foremost, let’'s acknowledge the personal tragedies of those directly affected by the attack, both
among those we know and the many we don’t. The emotional toll on the survivors will be great. As we get
back to our routines, we need to recognize that returning to business as usual will not come easily or quickly.
Our friends at Marsh and Aon, in particular, have a massive job ahead of them, attempting to rebuild parts of
their practices severely affected by the crisis. They will need our patience and assistance in doing so. | am
certain that the risk management community will rally around these essential business partners in supporting
their recovery. And | am sure that many of you have already experienced what | have: the extraordinary
efforts of many of those directly affected partners in working to make the impact of this event imperceptible
to buyers attempting to complete renewals and conduct ongoing business. Some of these efforts have been

nothing short of remarkable.

Next, we should acknowledge that there is a more subtle impact on our companies, their employees and our
staff. For the most part, it is not all that apparent, but it is present. It will reduce morale and the ability to
focus or. day-to-day work. It will affect productivity. And it needs a thoughtful, sensitive response. That may
include revisiting goals and objectives, being more flexible in regard to time off, taking some pressure off
where possible and just letting people vent without taking it personally. It may not be business as usual for

some time to come.

Now to the direct business impact. There are lots of opinions about the cost of this disaster. Most major stock
analysts have published initial and updated opinions on the expected losses and disruption to the insurant-*
industry. The loss estimates in these reports vary widely, but they seem to follow a similar pattern-low”, early
estimates and subsequent upward revisions. Estimates ranged from between $15 billion and $30 billion in the
first few days to between $30 billion and $70 billion-and, in one case, as high as $100 billion-during the

ensuing weeks.

Having read most of these reports, | find the Morgan Stanley assessment, which is updated regularly, to be
the most persuasive. On Sept. 27, Morgan Stanley said it expected insured losses to be $35 billion to $41
billion. One thing seems certain-early loss estimates will grow as more information is obtained, allowing better
analysis. Even at $41 billion, total losses would not threaten industry solvency, with total property/casualty
capital estimated at $300 billion, $200 billion of which is on the commercial side. Standard & Poor's Corp. said
that the "insurance system' would not be at risk unless total losses exceed $50 billion-which they very well
may. Market segments, of course, are threatened, and reinsurers are most at risk of selective insolvencies.

Where the losses fall

A consensus seems to have emerged about which lines will be hardest hit by this event. Direct property losses
will likeiy be in the range of $8 billion to $12 billion, including claims for the World Trade Center itself ($3.5
billion in real property vaiues alone) and surrounding properties, including an untold number of personal
autos. Liability, indirect property or business losses and contingent business interruption losses ($4 to $7

billion) will add to the total.

| of 3 /1072002 11:49 AM
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Contingent business interruption, which covers losses incurred because supplying comDanies upon whicn a
policyholder depends cannot provide needed goods or services, is perhaps one of the most worrisome
exposures to insurers, due to the wide variety of potential claim sources around the world. Liability claims
against airports, airlines, construction companies and others are another difficult area to estimate, with
figures ranging from as low as s2 billion to as high as S20 billion. Aviation hull and liability losses are
estimated at $3 billion to $7.5 billion. Workers compensation loss estimates currently range from S3 billion to
$6 billion, while life and travel-accident claims are estimated at between 54 billion and 36 billion. All other

miscellaneous losses are estimated at S| billion to $3 billion.

All told, these estimates range from a total of $25 billion to $61.5 billion, so there is clearly a great deal of
guesswork involved, particularly on the high end. Regardless, the consensus is clear-this will be the largest
insured loss event in history. By comparison, the largely uninsured 1995 earthquake in Kobe, Japan, proauced

economic losses estimated at around $120 billion.

The line that faces the most trouble is aviation. In the aftermath of this heretofore-unpredictable risk, the
probabilities and severities have now been cast in an entirely new light. That is not to say we have any better
idea of likelihood or probable maximum loss, but it seems clear now that neither airlines nor their insurers are
in any position to finance the risk, even within the bounds of reasonable probability. You should now look for
underwriters to consider the outer bounds of the probability distribution for pricing exposures with
catastrophic potential. One-in-lI-million-year events may take on a new distribution curve.

It was not unreasonable to expect that some form of government mechanism would emerge, as Congress
created recently, to buffer aviation risk as it relates to war and terrorism risks. The near-immediate
withdrawal of war risk coverage in aviation forms following the attacks is ample evidence that what
underwriters feared most when they drafted the standard terms for this coverage is not only possible but also

more likely than ever before.

The property and workers compensation markets also face problems. The property markets are already
contracting severely making near-term renewals a nightmare for many. Rethink your retention philosophy
and get manageme' "o agree to higher, yet financially supportable, levels of risk assumption. Don’t forget
the emphasis you'll need to put on controls. Like any pure self-insurance program, higher retentions presume
good loss controls, ' hese controls, of course, take many forms, from pure safety-related prevention programs
and processes to contractual transfers of risk to business partners able to absorb more of their share. At the
extreme, it may mean getting out of certain occupancies, such as high-rise buildings, or certain high-risk

zones, such as earthqu3ke-prone properties in California.

What, you say, does California quake coverage have to do with this tragedy? Nothing and everything. Many of
the same reinsurers are behind risks previously regarded as uncorrelated that, in the wake of Sept. 11, may
no longer be uncorrelated. Let's face it, after the WTC attack, we can't this year afford a major natural
catastrophe of the magnitude of Hurricane Andrew or the 1994 Northridge earthquake, due to the impact on

reinsurance treaties now so much at risk.

As for cur priorities at this time of crisis, they are many. At the top of the list is revisiting renewal and
placement strategies for the lines hardest hit by this tragedy. Aviation reinstatements are already available
with premium impacts of 10% to 15% on hull and 15% to 25% on liability. Ti..s will typically get you only to
your expiration date, though. Near- to middle-term eventualities are those for which you'll need to develop
new strategies. One consideration should be the elimination or reduction of the use of private jets in your

operation. The> may be a convenience you won't be able to afford for a while.

For similar reasons, you can't afford to assume your strategies on any line of risk won't need to be revisited.
For example, directors and officers liability and other professional liability risks are not immune from the
impact of this event. Many of the insurers up to their necks in property and liability losses from the WTC
provide this type of coverage. You can expect lots of pressure to raise prices in seemingly unaffected lines, not
to mention difficulty in securing capacity. Effective and early planning for these renewals will be critical to

handling them with some success.
A clear opportunity that emerges out of this disaster is the ability to spread the risk management philosophy
across the enterprise. Nearly everyone is considering risk-related concerns at this time, and that represents a

unigue chance for risk managers to broaden their reach into their companies and to get more people thinking
about risk in a disciplined way. Your goal should be to gee consistency applied to risk decision-making.

Don't overlook your crisis response and disaster recovery plans. Even if your company escaped any significant
direct impact from the WTC attack, your insurers and management will be interested in these subjects now
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more than ever before. Make sure your plans are up to date and address even the remotest of possibilities.
Are you prepared for a long-term disruption to operations in one of your locations? Do you have backup
facilities, or have you been putting this off because of the pressing needs of day-to-day business? Lots of
important people will be asking these and other questions that will make the practice of our profc.sion more
challenging than ever. Forward-thinking risk ma.lagers will be prepared to answer and respond

Ask A Risk Manager, Ask A Benefits Manager, Ask A Benefit Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits management issues and actuarial problems.

This month's column on risk management issues was written by Christopher E. Mandel, assistant vp-enterprise
risk management at USAA Group in San Antonio and first vp of the Risk & Insurance Management Society Inc.

Dennis J. Nirtaut, managing director of compensation and benefits for Arthur Andersen L.L.P. in Chicago,
answers questions on employee benefit plans. William J. Miner, an actuary with Watson Wyatt Worldwide in
Chicago, answers actuarial questions on benefits issues. And Richard E. Sherman, president of Richard E.
Sherman & Associates Inc. in Ashland, Ore., answers actuarial questions in the casualty field.

Address your questions to ASK, Business Insurance, 360 N. Michigan Ave., Chicago, Ill. 60601. Please give us
your name, title and employer; however, Business Insurance will consider unsigned letters.

Entire contents ® Cram Communications, Inc.
Use of eC tonal content without permission is strictly prohibited. All rights Reserved
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Anchorage Daily News

State air carriers feel insurance pinch
COSTS: Rates have risen at least 20 percent in the past year.

The Associated Press

(Published: February 27, 2002)

Anchorage -- Alaska air carriers are being squeezed by rising insurance premiums and a dwindling

number of companies willing to write policies.

Now only a handful of companies offer policies in Alaska.

Air carriers and insurance officials blame high accident rates and repair costs, a slumping stock

market and the cost of doing business after the Sept. 11 terrorist attacks.
The bottom line is that increased costs will likely be passed on to passengers.

Rates for Alaska air carriers have increased from 20 percent to more than triple in the past year,
depending on the number of company claims, said Mike Salazar, a Ketchikan-based agent with

Acordia Northwest, an insurance brokerage firm in Seattle.

"Most air carrers with a clean record had a 20 percent increase,"” said Salazar, adding that those who

had claims are seeing rates go up as high as 200 percent or more.

Mike Vanard, vice president of Seattle-based U.S. Aviation Underwriters Inc., said insurance that his

company offers has risen 18 to 30 percent in the last year.

"Insurance is cyclical, it has big, sweeping curves. Right now we're at the opposite (high) end of that

curve," Vanard said.

Orin Seybert, president of Peninsula Airways Inc., has been in the commercial airline business since

1956. The longtime Alaska aviator agreed the rates are cyclical.

"l look at insurance like a pendulum, it goes in cycles, every four to six years it goes up,"” Seybert

said. "It's been edging up there and it is absolutely the highest I've seen it."
Seybert said insurance accounts for about 10 percent of his company's overall costs.

Vanard's company is one of about five or six companies willing to offer insurance in Alaska. A few
years age that number was at least a dozen, according to air carriers and insurance officials.

Nationwide, there also has been a decrease in the number of companies willing to insure air carriers.

Aviation insurance companies, who write both general aviation and commercial policies, have paid
out as much as $1.25 for every dollar taken in, but the company would still make money in
investments during a healthy economy, said Thomas Turner, an aviation author and former insurance

broker based in Cleveland, Tenn.
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. o . WASHINGTON—Policyholders would bear an increasing portion of the
Services , --Vi'M

% \emw ‘we :''7 costs of any future terrorist attacks, according to a federal report.

U Diedriess B 670
"eStockTider, = "f/ Businesses already face difficulties in obtaining "a meaningful level
7 ic: _’)7 of terrorism coverage at an economically viable price." and, "The

. ; potential for more severe economic impacts is increasing as the level
BeFOrum s K . . . "
of uninsured risk climbs.

. Unks t:e_. -
“Clessifies r -:-77y7—v The House Financial Services Committee released "Terrorism
n CareerSearch -f.. Insurance: Rising Uninsured Exposure to Attacks Heightens Potential
. Qdscribe Economic Vulnerabilities" Tuesday. The report, which was prepared
by the General Accounting Office atthe request of Committee
About.Bl> m. Chairman Mike Oxley, R-Ohio, will be formally presented at a
BI Wednesday hearing aboutthe impact of federal inaction on terrorism

(VO prarerhy %y .+ insurance. The House passed a terrorism insurance bill drafted by
- Bl éer}/ICES ®V Rep. Oxley last November, but the Senate has not acted on its own
"EitprialCalendarJ m jegislation yet.

According to the report, "the economic burden of another terrorist
attack would fall increasingly on policyholders as the insurance
industry sheds or limits its risks to such exposures, raising the
potential for more devastating economic consequences should such
an event occur.”

The report also holds that if Congress decides not to create some
sort of federal backstop to help cover insured losses from a future
terrorist attack, its inaction "could have debilitating financial
consequences for businesses, together with their employees,
lenders, suppliers and customers."

The new, business-backed Coalition to Insure Against Terrorism
issued a statement hailing the report as appearing "to indicate that
the problem is growing day by day, resulting in more of the nation's
businesses, facilities and infrastructure left uninsured or
underinsured for the next terror attack."

David Mair, president of the Risk & Insurance Management Society
Inc., is among the withesses scheduled to appear Wednesday.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2002 LEGISLATIVE SESSION Bill Version: HJR 38
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected:

Title Terrorism Risk Protection Act |B R U
"Component

Sponsor Representative Hayes

Requester Component No.

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 ' FY 2005 FY 2006 FY 2007
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

CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

Prepared by: Amy Erickson, Committee Aide Phone 465-4954

FY 2008

0.0

0.0

Division HL&C Date/Time 3/20/02 12:00 AM

Approved by: Representative Murkowski Date 3/21/2002
Agency
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