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IM THE HOUSE BY ME* EASTAUSH

BY. REQUEST

' HOUSE BILL MO* / 7 9  /  ,

IK IBS LEGISLATURE OF THE. TERRITORY OF ALASKA . 

TWEHTY-FXRST SESSIOH ■ * - J • • ' %\ \
* A BILL

for «i Aot entitled; *An Aot authorizing and regulating
tha exohange of inter-lnsuranoe contracts 
hy foreign reciprocalb or interinsurers;

/Defining the kinds of insurance which way

he the subject of eaoh contracts; provid-

Ing for the issuance of licenses, and.

fixing the penalties for violations of

the proTiaiona hereof; and deoiaring-an* ' ‘ VT «
eaei'|(enor»lt ‘

BE IT XKAOTXD BY THE LEGISLATURE OF THE TERRITORY OF, ALASKA;

Beotlon 1* Any reoiprooal exohange or inter! nadrer forced 

and doing business under the laws of any state of the United
•W ^

States* other than the Territory ofAlaska, for the purpose of ' 

transacting any or all of the kinds of insuranoe Whioh an in^. 

suranee ooapany way he authorised to transact in .this state* 

other than lift or title insurance, nay he peraitted to trans- 

mat auoh business in this -state upon ooaplyWg with the prowl*' 

sions of this chapter. •

Individuals* partnerships, trustees and all corporations 

of this territory* herein designated *eubaoribers,# are hereby 

authorised to exohange reoiprooal or interinsuranOe contracts

with eaoh other and with individuals, partnerships* trustee* 

and corporation* of other 'State's* _ -

The right of a corporation to exohange suoh oontraota ie

-:£cS- -*f ■ . ■ .  ̂ '
H»l« Mo. . * * -



hereby declared to be Incidental to the purpose for which suoh 

corporation !* organized and/as auoh granted as the rights and 

power* expressly oonferred. Whenever a trustee aoting in a 

representative capacity insure* property held in trust at &. 

reoiprooal exohange* the trustee «ay aseuae the liability and 

be entitled to tha rights of a subscriber but in so doing shall 

not b# personally or individually jar liable under the power of 

attorney executed on behalf of the trust*

Suoh oontraota and the exohange thereof and suoh subscrib­

er** their attorneys in faot and representatives* shall be 

regulated by this aot and by no other statute of this territory 

relating to Insuranoe, exoept as herein otherwise specifically 

provided* ' : 1 :r S I 'V •
Seotlon S. Suoh oontraota shall he exeouted by an attor- 

ney in faot* herein designated "attorney >” duly authorized and 

anting for auoh subsorlbera* and suoh attorney way be a foreign 

corporation*

fleotion S* Suoh attorney shall file with tholnauranoe 

Goaaiasioner of this territory* herein referred to as the "Oon- 

niesionar*;? JK. deolaratlon verified hy the oath of suoh attorney, 

or When suoh attorney la a corporation* by the oath of its 

president or oaths of its treasurer and secretary setting forth

(a) The nans of the attorney, and the nano or deal®* 

nation of the exohange tinder whioh suoh oontraota are to 

be issued, whioh nans or designation shall not be so 

alnilar to any other naae or assignation theretofore 

adopted by an attorney or by any insuranoe organization in 

this territory so as to oonfuse or mislead* ;

(b) The kind or kinds of insuranoe to be effected or
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• A oopy of tba fora of polioy contract or agree- 

aent under or 1>y .whioh auoh Inauranao lo to ba effeoted 

or exchanged and foras of application therefor*

(dj A. certified copy of the power of attorney or 

other authorization of auoh attorney under or by which.auoh 

attorney la to effect or exohange auoh insuranoe contracts.

(e) The location of the office of office# fron which 

auoh oontraota or agreenents are to be issued*

(f) That exoept aa. to the kinds of insurance herein­

after specifically Mentioned applications have been aade 

for iniuranoe upon at least one- hundred separate risks, 

the liability to the exohange for preniuna due thereon 

ahall aggregate not lean than #600,000* represented by 

executed oontraota or bona fide applioatlona to become

concurrently effeatlve; or, in lieu thereof the exohange .
< '

or interineurer la possessed of a surplus of not leee than 

#300,000* The ainluua aaount of surplus established ae a  

requirement for the writing of other llnea of insurance as 

apoolfied elsewhere In thie section ahall be in addition 

to that required by the prowleiona of this paragr4?|^

(i) la the ease of employers liability or work­

men* a compensation insurance, applications Shall h a w  

been Made for indeanity upon at least one hundred
* ' ’ '' 4 ^•• ; 1 •

separate risks hawing a total annual preaitut of not 

less than #2,600,000 aa represented by exeouted oon­

traota or bona fide applioatlona to become oonourrentlj 

effective; or, in lieu thereof the exohange or inter- 

insurer is possessed of a surplus of not less thin

■ "“SeS1*

Xo* _____,



(11) Xn the case cf automobile Insuranoe, ap­

plications shall hare been aade fof Insuranoe for at 

least two hundred separate risks or for .fhauraaoethe

premiums due the exohange thereon shall aggregate not**■ ' * ■ ' " ■ - ',1 ■ "
lies than #£00,000 represented h y  exeouted oontraots 
o r  h o n a  fide applications to beocme concurrently ef- 

feotlre on any or all Classes of automobile insurance 

effeoted by said subscribers through s a i d  attorney;
* ; f ' i ' ' i % • ' '

or, i n  lieu thereof the exohange or interinsurer la 

possessed of a  surplus of not less then #100,006*
(ill) The surplus a s  hereinbefore provided for" 

in this seotlon shell not be aoceptable unlese in-' 

vested i n  eeouritlea of the U n i t e d  States o f  America, 

the Territory of Alaska, or any other state, o f  the 

United Statee o r  political subdivision thereof*

(g) That there shall be maintained at the exohange,

available f o r  the payment o f  losses, ass etc conforming to
f  ■

the requirements o f  "Seotlon jo* hereof*

(h) A  financial Statement under oath in the form 

prescribed by the eoumiseionef* ‘

(l) A n  instrument authorising s e n d e e  of process as 

provided for in this aot; and

(J) A  certificate f r c a t h e  proper o f f i o l U l o f t h e  

state where the principal office is maintained, that the 

subscribers a n d  the attorney ha v e  oosplied with all pr o -  ; 

visions of law and are authorised i n  that etate to trene- 

aot the olasses o f  business whioh are sought to b e  trans** 

acted in this territory*
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ffectljbu 4* Ircry policy or oonfcraot* of ifcBUranoe placed 

o r  w i t t t n  u nder thi« Act, upon ita i s s u a n c e d t c d i v e r y j  

shall hare penxmnently *ttaoh«d tnercto an endorsement reading 

a f f o l l o w B i

*fisrrioa o f  Suit Clause* It 1b ngfeed that^ i n  fp i r t  

o f  dispute1' as to tho validity ot  any olaln nade by tha assured 

under this polloy on oontraot of insurance, the insurer and 

insurers hereon, at tha request of the assured, (a) wi l l  aubnit 

to the Jurisdiction of the Distriot Court f o r  the Territory of 

Alaska In that Judicial Division i n  the dlsorstion of the as­

sured, i n  which ie located the insured property or the aeeured*s 

realdenoe, or the assured*a prtnoipal offioe or plaoe o f  busi­

ness# a n d  (b) will conply with all legal requlreaents neoee- 

■ary to give suoh count Jurisdiction, and, (o) i n  any suit in­

stituted by the assured against any one o n  none of the insurers 

upon this oontraot, will a bide by the final deoieion of auoh 

court or any appellate court in the event of an appeal} provided 

however, where in any suit the aaount in dispute is suoh as to 

give Juriediotlon to the Coaaisiioner's Court of the Preolnot 

i n  W h i c h  ie looated the insured property, or the assured** 

reeidenoe, prinoipal Offioe or plaoe of business: the insurers, 

at the request of the assured, will submit to the Juriediotlon 

of euoh ooaadaeloner's Court i n  suoh suit. It i s  further agreed 

that the insurer and Insurers hereon will promptly pay all

taxia and asks all statements to the insuranoe doaaisiloner as
n s W W t v  . v . ;, v - . ;

required by SeotlonsSidS-l-lA and 42-1-15, AOLA 1949, and all

amendaents thereto,- , , ,

Seotlon 0, Service of prooesa nay be had upon the ooaals-

sloner in all suits in thie territory arlelngout of any poll-

-e- ' :v';y

K.B, Ho*  ____ . :v
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oits, oontraot* or agreeaent* issued, which seovioe ahall b o  

▼•ltd and. binding upon all eubsoribera exchanging at any time 

reoiprooal o r  lntorlttauranoe oontraota through auoh attorney.* ; 

Three ooplee of suoh proaes* shall be served, and. the oemaieaionei 

shall file one eopy in h i s  offioe, forward one copy to said 

attorney a n d  return one oopy with hie adniasion of service, 

dtrvlos of prooess may also be h a d  upon all aubBoribere by serv­

ing the attorney at said office. Service of prooeae s h a l l h o t  

b o  h a d  upon subscribers or any of them i n  any suit or prooeed- 

ing i n  this territory, except i n  the manner provided in this 

section, a n d  any suit or other proceeding may be begun and p r o e * « 

o u t e d  or defended b y  them under the name or designation adopted • 

b y  them, ■' "

deotion 6. I f  it shall appear upon examinatlon by the 

oommiesloner that a n  exohange or interineurer has oomplied w i t h  ; 

a l l  o f  tho requirements of this ohapter and that the persons 

holding positions o f  executive a n d  nanhgerial authority are o f  

go o d  repute a n d  will oonduot the affaire of the exchange with 

safety to the publio a n d  its policy holders, he issue--a/

oertifloate stating that suoh exohange o r  interinaurer has opm* 

p l i e d  with ill the requirement e of t h i s’chapter whioh shall 

authorise the exchange or interineurer to transact l&e k i n d o f  

business speolfioally provided i n  suoh oertifloate. Such oer­

tifloate shell expire on the thirtieth day o f  June of the 

following year, and shall be renewed every year as of the first 

day of July thereof. The oommiesloner may after hearing revoke 

o r  suspend any certificate of authority issued hereunder in the . 

ease of violation of any of the provisions o f  this ohapter, afte * 

reasonable notice of the hearing hae been given to the attorttey



in. faot in writing, which notice shall b e  sufficiently adequate 

to allow tho Attorney i n  f*ot to appear and show oause jihy auoh 

aotion should not bo taken*

Seotlon 7# There shell be naintained at all times by t h e . 

exohange, a  reinsurance reserre in cash or seourltlea authorized 

by the lav* of the etate i n  whioh the prlnoipal offioe of the
' . v - ' ■ ' L 'l' t ‘ * ' ' ,

attorney is located for the InreBtnent of similar 'funds of • 

insurance oonpanlee doing the eaae'Jcind o f  business, in an 

amount equal t o  fifty per oentum (60^) of the net annual prem** 

i u *  deposits oolleoted a n d  or edited to the aooounte of sub- 

soribera on polloles haring one year or l e s s t o  r u n  and pro rata 

on those f o r  longer periode or* i n  lieu theheof_one hundred p er 

oentua (XQ0£) of the net unearned p r e m i u m  deposits oolleoted 
a n d  orcdited to the aooounte of aubeeribara calculated sepa­

rately f o r  eaoh polloy i n  f orce as of any giren date.

I n  addition to the reaerree protided for ih this aeotion 

there shall alao be maintained at all times by the exchange, .a* 

assets, a  contingent reaerre in oaeh or auoh aeeuritlee a s  a f o r e «. 

•aid o f  not leee than the amount of ainiaua capital required o f  

a  etook ineuranoe Company incorporated under the lair of any 

other etate o f  the United Statee to do the kind or kinds of in­

surance whioh the exohange ie authorized to write under *Bae« 

tlon i" of thie aot.

there shall also be maintained at all times in the; bands 

Of the attorney* as a  c l a i m  or lose reaerre, in o a i h o r a e o u r i -  

ties a e  aforesaid* asset* sufficient to discharge all liabili- 

ties o n  all outstanding or aooruad lossss arising under poli<c • 

oiea issued, w h i o h  a r e  to be ealotOated i n  aoeordanoe wi t h  the 

laws of the territory relating to einilar reaerres for ooaqsaniaa



•  ’ ’ •

: /

insuring aimilar aide**

If at any tine the aaounts on h a n d  are lees than the forew 

going raquirementa, the subaoribera^ or t h e l r a t t o r n e y  for them* 

ahall make. n p  tha deflolenoy*

get premium deposit a as us e d  in this aot* shall be con­

strued to naan the preaium deposits aade by eubaoribers after 

deduction therefrom the amount paid as return premiums upon 

cancelled oontraota and rainauranoe in. oompanie* or asaooia- 

tiona lioanaad to do business in this territory*

I f  it appears that the amount of funds required in this 

aeotion has not bee n  accumulated or maintained, then the sub* 

aorlbera, or the attorney for them* Shall iamedlately advance 

auoh sum# aa are needed to oouply u i t k  the provisions of this 

I section* and the funds so advanced shall not be treated! as a  

1 liability o f  the exchange* and suoh adTanoes shall be repaid ■
]• ‘ ' .-s'. ' ' "•'

only out o f  the surplus* oyer a n d  above the minimum required b y  

; this aeotion* I f  tha suhsQrlbersy or their attorneys f o r  them* 

•hall fail to advance sums necessary for the maintenance o f  

such minimum reaervea a n d  aurplus within thirty days after re-r 

esipt o f  notice from the commissioner* said coanissioher may 

revoke its license to trsnsaot business in this territory*

flection 8. A  foreign reoiprooal exohange or interinsurer 

•hall* before being authorized to do business I n  this state* . 

furnish to the commissioner a  oertifloate i s s u e d b y  e s t a t e  

treasurer or other etate finanoiitl officer of the a t a t e w h e r e i n  

I t s  principal plaoe of buelneas la located* that there has been 

deposited, wi t h  h i m  either in oaeh or securities the sum o f  

1100*000 for the benefit o f  all polioy holders*
aeotion 9, Zha power of attorney under whioh any oontraota

- 8-

h* 8# go*



o f i n a u r a n o #  are exohanged pursuant to this aot 

t o r  &  oaeh prem i u m  deposit a n d  a. contingent liability or tba 

subscriber during eaoh. annual period of the tern o f e a p h o o n -  

traot of insuranoe iaauad to h i *  to bo f ixed i n  the power o f  

attorney, b u t  in an amount not leea than one hor more than ten 

times the amount o f  the annual^portion of auoh oaahpremiuM,
»■ . i • ■ : ■ . . ; : ' :

dapoait atatad in the oontraot,. exoept that e x o h a n g e a w h i o h  hare 

a  required surplus equal to $360,000 or to the minimum capital, 

if any, required of a  atoek ineuranoe company transaoting the 

aamt k i n d  or kinds of husineae, whiohever is greater, may issue 

policies without contingent liability; provided, however, that
■ ■ ■ *' I. . ■ ■ -V ■>

any auoh exohange which shall have issued polioiea without. oon-

tin gent liability after the aoquiaitlon of euoh e u i p l u s m a y

oontinue to do s o  only eo l o n g  ai it maintains a  surplus i n

the above aaount,'and no euoh exohange shall issue any non*

aaaaeaabls polioiea, except during suoh time ai it shall^oon-

tlnue t o  naintain euoh aurplue** *
Seotlon 10* S u o h  attorney ahall, within the time limited

for filing the annual statement by insuranoe companies transact*
% ' ’ * • , •' ' , ‘ r- ' • *'! ; •

Ing the aaae k i n d  of bualneas, make a  report under oath to the

ooaalseioner f o r  eaoh calendar year in euoh fo r a  as he may pre-

aoribe, showing the finanoial condition of euoh affair# a

offioe whera euoh oontraote are issued, a n d  shall at any reason?-

able tiae furnish' auoh additional Information and reporte ae
. r L - ■ -V .*1 ■■ ‘ * V ^

■ay b e  required by said commissioner* T h e  records, affairs and 

finanoial condition of the exohange ahall b o  subject to examlha' 

tlon b y  tbe commissioner, and euoh examination Shall be a t  the 

expense of the offioe examined* The commissioner may, i n  lieu 

of the examination provided for in this seotlon, aooept a

HsBg IfQ# .

i



certified oopy of the report of examination wade by tho insur­

ance depertnent of the state where the principal offioe i e  

located.

""" Section XI. Any attorney who ehall exohange any oontraota 

of insurance of t h e  k i n d  a n d  character’ specified in thia aotr, 

or any attorney o r  representative o f  euoh attorney w h o  shall 

solicit or negotiate any applications for sane without the 

attorney firet ooaplying w i t h  the provisions of thla aot, shall 

he guilty of a  aiSdeaeanor> a n d  upon oonviotlon thereof shall 

he subjected to a  f i n e  of not less than $100 nor ttore than #1000 
f o r  the purpose* o f  ooaplying with the requlreaentffof thi* 

ant aa sat forth i n  "Seotlon 8(f)" and t$o h  issuance of a  permit 

; hy the ooaaissloner and under auoh conditions as h e  nay iB©ose,

> p o w e r s  of attorney and applleatlone for suoh insuranoe oon- 

tracts way be solicited without ooaplianoe with the provisions 

: of thie a ot( but no attorney or other person shall execute or 

issue any auoh oontraota of insurance until ail the provisions 

o f  this aot shall hare been ooiqplied w i t h  a n d  oertifloate of 

authority issued by the ooaaissioner.

Section 12. The attorney way insert i n  any f o r a  of policy 

prescribed by the laws o f  this territory or adopted by thi* 

territory any provisions or conditions required hy the plan of 

; reoiprooal or interlnsuranoe; provided, however, that the same 

I shall not be in oonfllot with the laws of this territory.

Seotlon IS. Suoh exchanges shall be subjeot to the same 

fees and taxes a* arm provided by the 'law* o f  'this' '''terfito^*^";'v 

n ow or hereafter enaoted, applicable to insurance companies 

organised or adwltted to do the sa m e  k i n d  o r  kinds of business 

u n d e r  the laws Of this territory* ■

H«B» Ho*



Seotlon 14* the provisions of tho general insurance lavs 

o f  tnls territory regarding t h e  appointment, licensing, qiiailr 

fioatlon and regulation of insurance agent a a n d s o l i o i  tore shall  

not apply to an exchange o r  its attorney, or to -a travelings. :

salaried employee, or to an exeoutlye offloer Of such attorney 

I f  a  corporation, hot shall apply to a n y  other perionj partner­

ship or oorporatioh representing any suoh reciprocal,Of inter- 

insnranoe exohange i n  solioitlng, negotiating o r  effeoting of 

hoslness in. this territory*

Section 15* The proTlsione of tlie laws of thie territory 

| regulating the Baking a n d  applying of Insurance rates and p r o­

viding f  o r  the lieensing pf rating organisatiwiB as s e t  forth 

i n Sections 42-4-1 through 42-4-21, Alaska Conpiled Lavs Anno- 

t a t e d  1949* a n d  any amendments thereof, Shall ^>ply to recipro­

cal or interinsurance oontraota,. hut nothing therein contained 

•hail he oonetroed to prohibit the return of savings o f  divl**  ̂

dsnds to subscribers or policy holders* No rooiprooals exohange 

or lnterinsnrer shall issue or deliver any policy insuring 

property or interests In this territory, too liability on which 

■ shall e x c e e d a n  aaount equivalent to ten p e r  oentum (10̂ ) of.lt* 

surplus unless ths sxosss o f  liability over said ten p e r  oentua 

(10jO is reinsured i n  a-eempany shioh maintains' finanoial stan- 
; dards at least equal to those required by. the laws o f  this 

; territory* - ;7\:

Seotlon 16* Employers are hereby expressly authorised to 

- exohange oontraot* of workmen‘s coapeneatlon insurance, at any 

reoiprooal exohange licensed i n  this territory to do that kind 

O f  business, b u t  all such exchanges shall he subjeot to the p r o­

visions of this territory relating to the business of worknen**



| compensation Insuranoe* 

i Ssotlon 17* The retaliatory lavs of this territory shall
i ' ' ' •
I he applicable to reoiprooal or lnterlnsuranoe exchanges.

j Seotlon 18* Any party I n  Interest aggrieved by any order
i

or deolsion of the commissioner or by any r u l e  or regulation
* ' * f ■'

Adopted and promulgated- by the commissioner may vltbln thirty 

days after notloe thereof to other known parties in interest 

make written request to the commissioner for a  hearing thereon 

{ Within twenty days after receipt of such written request the 

I ooaaissloner shall he a r  suoh party or parties and shall give
■t * -  ̂ '

| not leak than ten days written notice of the time and place

I ’ " : - '
of the hearing* Within fifteen days after stioh hearing the 

] commissioner shall affirm, reverse or modify his previous no*

I tion, spsolfying his reasons therefor* Pending such hearing

I

and dsolsion thereon the commissioner m a y  suspend or postpone
/

the effsotlve date of his previous aotion. At any hearing 

before the ooaaissloner observance of formal rules of pleading 

or evidence shall not h e  required. ,

Any final order o r  deolsion of the commissioner shall be 

subject to review by petition filed within twenty days after 

notice thereof at the instance of any party in interest in the 

Distriot Court for the Territory of Alaska, and the matter 

shall be h e a r d  de novo i n  the Distriot Court and decisions on 

issues of faot therein shall b e  In aooordanoe with the-pre­

ponderance of the evldenaa there presented. The c o u r t  Shall . 

determine whether the order o r  decision of the commissioner 

shall b e  stayed pending suoh review. The oourt m a y , in dis­

pos i n g  of the issue before it, modify, affirm or reverse the 

order of dsolsion of the commissioner i n  whole or in part*



1 ij A p p e a l  may b# taken fro* the deoleion o f  the distriot oourt to
f ' ' ■ " r ■ -

2  jl the U n i t e d  Btatea Court of Appeals for the Ninth Circuit, and 
'■ .

$  li auoh appeal ehall folloir the court of equity* *

4r | ■ Seotlon 19* In the event any .apotion, part or provleiona 

d  o f  this not are hel d  to b e  illegal, the same shall not affeot 

6 1 any other seotlon, part or provisions of the aot, but the remain- 
?  ' I n g  seotlon, parts a n d  provisions shall be and remain in full 

&  ! force a n d  offset*


