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R e f e r r e d :  Commerce and
F i n a n c e
I n t r o d u c e d :  1 / 1 5 / 7 6

BY THE RULES COMMITTEE BY 
N THE HOUSE REQUEST OP THE GOVERNOR

HOUSE B I L L  NO. 5 8 2  

IN  THE LEGISLATURE OF THE STATE OF ALASKA.
NINTH LEGISLATURE -  SECOND SESSION 

A B I L L
o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  r e g u l a t i o n  o f  i n s u r a n c e ;  and

p r e v i d i r g  f o r  an e f f e c t i v e  d a t e . "
E IN  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s S e c t i o n  1 .  AS 2 1 . 0 6 . 2 5 0 ( a ) ( 1 )  i s  amended by a d d i n g  a new s u b p a r a g r a p h  
o r e a d :

( D )  amend ing  c e r t i f i c a t e  o f  a u t h o r i t y .................. $ 1 0 .
* S e c .  2 .  AS 2 1 . 0 9 . 0 7 0 ( a )  i s  amended .0 r e a d :

( a )  To q u a l i f y  f o r  a u t h o r i t y  t o  t r a n s a c t  any  one k i n d  o f  i n ­
s u r a n c e  a s  d e f i n e d  i n  c h .  1 2  o f  t h i s  t i t l e ,  o r  c o m b i n a t i o n  o f  k i n d s  o f  
I n s u r a n c e  a s  shown b e l o w ,  a f o r e i g n  i n s u r e r ,  o r  a d o m e s t i c  i n s u r e r  
a p p l y i n g  f o r  i t s  o r i g i n a l  c e r t i f i c a t e  o f  a u t h o r i t y  .in t h i s  s t a t e ,  o r  
an I n s u r e r  r e - a p p l y i n g  f o r  a c e r t i f i c a t e  o f  a u t h o r i t y  i n  t h i s  s t a t e  
a f t e r  h a v i n g  w i t h d r aw n  f r om  t h i n  s t a t e  f o r  any  c a u s e ,  s h a l l  p o s s e s s  
and t h e r e a f t e r  m a i n t a i n  u n im p a i r e d  b a s i c  p a i d - i n  c a p i t a l  s t o c k  ( I f  a
s t o c k  i n s u r e r )  o r  u n im p a i r e d  b a s i c  s u r p l u s  ( i f  a f o r e i g n  m u t u a l  i n s u r e r
o r  f o r e i g n  r e c i p r o c a l  i n s u r e r ) ,  and s h a l l  p o s s e s s  when f i r s t  so  
a u t h o r i z e d  a d d i t i o n a l  f u n d s  i n  s u r p l u s  a s  f o l l o w s :

B a s i c  C a p i t a l
o r  A d d i t i o n a l

B a s i c  S u r p l u s  S u r p l u s
$ 1 ) 0 0 , 0 0 0  $ 1 ) 0 0 , 0 0 0

[ $ 2 0 0 , 0 0 0 ]  [ $ 1 0 0 , 0 0 0 ]
[ 3 0 0 , 0 0 0 ]  [ 1 5 0 , 0 0 0 ]

a q o . ooo

K in d  o r  K i n d s  
o f  I n s u r a n c e  

L i f e
[STOCK INSURERS ] 
[MUTUAL INSURERS ]  

D i s a b i l i t y 1)00,000
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[STOCK INSURERS ]  [ 2 0 0 , 0 0 0 ]  [ 1 0 0 , 0 0 0 ]
[MUTUAL, ]

3 [RECIPROCAL INSURERS ]  [ 3 0 0 , 0 0 0 ]  [ 1 5 0 , 0 0 0 ]
4 L i f e  and D i s a b i l i t y  5 0 0 , 0 0 0  5 0 0 , 0 0 0

[STOCK INSURERS ]  [ 2 0 0 , 0 0 0 ]  [ 1 5 0 , 0 0 0 ]
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[MUTUAL INSURER [ 3 0 0 , 0 0 0 ]  [ 2 2 5 , 0 0 0 ]
P r o p e r t y  * 100 ,0 00  *1 0 0 , 0 0 0

8 [ 2 0 0 , 0 0 0 ]  [ 1 0 0 , 0 0 0 ]
C a s u a l t y  e x c l u d i n g  v e h i c l e  5 0 0 , 0 0 0  5 0 0 , 0 0 0

[WITHOUT WORKMEN'S
COMPENSATION] [ 2 0 0 , 0 0 0 ]  [ 1 0 0 , 0 0 0 ]

[WITH WOR..MEN'S
COMPENSATION] [2 5 0,000] [1 5 0,000]

V e h i c l e  *100,000 **00,000

M a r i n e  & T r a n s p o r t a t i o n  **50,000 *:5 0 ,000

[ 2 0 0 , 0 0 0 ]  [ 1 0 0 , 0 0 0 ]
S u r e t y  500,000 500,000

[ 2 5 0 , 0 0 0 ]  [ 1 5 0 , 0 0 0 ]
T i t l e  250,000 250,000

[100,000] [1 0 0 ,000]

Any two o f  t h e  f o l l o w i n g  
k i n d s  o f  i n s u r a n c e :  
p r o p e r t y ,  m a r i n e  and 
t r a n s p o r t a t i o n , c a s u a l t y  
e x c l u d i n g  v e h i c l e ,
s u r e t y  and d i s a b i l i t y  5 5 0 , 0 0 0  5 5 0 , 0 0 0

M u l t i p l e  L i n e s  ( a l l  l i n e s  
e x c l u d i n g  l i f e  and t i t l e
i n s u r a n c e )  750,000 750,000
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[MULTIPLE LINES (ANY 
TWO OR MORE KINDS OP 
INSURANCE, OTHER THAN 
L IFE  OR T ITLE  INSURANCES) ]  

L e g a l  E x p e n s e s  
M o r t g ag e  G u a r a n t e e

[ 4 0 0 , 0 0 0 ]
4 0 0 , 0 0 0
4 0 0 , 0 0 0

[ 2 0 0 , 0 0 0 ]
4 0 0 . 0 0 0
4 0 0 . 0 0 0

-  S e c .  3■ AS 2 1 . 0 9 . 0 8 0  t s  r e p e a l e d  and  r e - e n a c t e d  t o  r e a d :
S e c .  2 1 . 0 9 . 0 8 0 .  CAPITAL FUNDS REQUIRED -  OLD DOMESTIC INSURERS,

( a )  A d o m e s t i c  i n s u r e r  h o l d i n g  a v a l i d  c e r t i f i c a t e  o f  a u t h o r i t y  t o  
t r a n s a c t  i n s u r a n c e  i n  t h i s  s t a t e  im m e d i a t e l y  b e f o r e  t h e  e f f e c t i v e  d a t e  
o f  t h i s  Act may c o n t i n u e  t o  t r a n s a c t  t h e  same k i n d s  o f  i n s u r a n c e  
p e r m i t t e d  by t h e  c e r t i f i c a t e  o f  a u t h o r i t y  by m a i n t a i n i n g  a f t e r  t h a t  
d a t e  u n im p a i r e d  n o t  l e s s  t h a n  t h e  same amount o f  p a i d - i n  c a p i t a l  s t o c k  
( i f  a s t o c k  i n s u r e r )  o r  n o t  l e s s  t h a n  t h e  same amount o f  s u r p l u s  ( i f  a 
m u t u a l  o r  r e c i p r o c a l  i n s u r e r )  f o r  t h a t  a u t h o r i t y  a s  r e q u i r e d  u n d e r  t h e  
l aw s  o f  t h i s  s t a t e  i n  f o r c e  i m m e d i a t e l y  b e f o r e  t h e  e f f e c t i v e  d a t e  o f
t h i s  Ac a s  i f  t h e  l aw s  had c o n t i n u e d  i n  f o r c e .

( 1 , o t w i t h s t a n d i n g  ( a )  o f  t h i s  s e c t i o n ,  a d o m e s t i c  i n s u r e r  
h o l d i n g  a v a l i d  c e r t i f i c a t e  o f  a u t h o r i t y  t o  t r a n s a c t  i n s u r a n c e  :Ln t h i s  
s t a t e  im m e d i a t e l y  b e f o r e  J u l y  1 ,  1 9 6 6 , may c o n t i n u e  t o  t r a n s a c t  t h e  
same k i n d s  o f  i n s u r a n c e  p e r m i t t e d  by t h e  c e r t i f i c a t e  o f  a u t h o r i t y  by 
m a i n t a i n i n g  a f t e r  t h a t  d a t e  u n im p a i r e d  n o t  l e s s  t h a n  t h e  same amount 
o f  p a i d - i n  c a p i t a l  s t o c k  ( i f  a  s t o c k  i n s u r e r )  o r  n o t  l e s s  t h a n  t h e  
same amount o f  s u r p l u s  ( i f  a m u t u a l  o r  r e c i p r o c a l  i n s u r e r )  f o r  t h a t  
a u t h o r i t y  a s  r e q u i r e d  u n d e r  t h e  l aw s  o f  t n i s  s t a t e  i n  f o r c e  i m m e d i a t e l y  
b e f o r e  J u l y  1 ,  1 9 6 6 ,  a s  i f  t h e  l aw s  had c o n t i n u e d  i n  f o r c e ,

( c )  An i n s u r e r  d e s c r i b e d  i n  ( a )  o r  ( b )  o f  t h i s  s e c t i o n  may n o t ,
a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  be g r a n t e d  a u t h o r i t y  t o  t r a n s a c t  
any  o t h e r  o r  a d d i t i o n a l  k i n d  o f  i n s u r a n c e  u n l e s s  i t ,  a t  t h e  t im e  o f
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a p p l y i n g  f o r  t h e  a u t h o r i t y ,  f u l l y  c o m p i l e s  w i t h  t h e  r e q u i r e m e n t s  a s  t o  
c a p i t a l  and s u r p l u s ,  a s  a p p l i e d  t o  a l l  t h e  k i n d s  o f  i n s u r a n c e  i t  
p r o p o s e s  t o  t r a n s a c t ,  a s  p r o v i d e d  u n d e r  s e c .  70  o f  t h i s  c h a p t e r  a s  t o  
new d o m e s t i c  i n s u r e r s .

( d )  An i n s u r e r  d e s c r i b e d  i n  t h i s  s e c t i o n  may n o t ,  a f t e r  t h e  
e f f e c t i v e  d a t e  o f  t h i s  A c t ,  d e c l a r e  a d i v i d e n d  o r  d i s t r i b u t e  a s s e t s  t o  
i t s  s h a r e h o l d e r s ,  membe rs ,  o r  s u b s c r i b e r s  u n t i l  i t  ha s  a t o t a l  c a p i t a l  
and s u r p l u s  e q u a l  t o  t h e  t o t a l  c a p i t a l  and s u r p l u s  r e q u i r e d  f o r  a l i k e  
i n s u r e r  u n d e r  s e c .  7 0  o f  t h i s  c h a p t e r .
S e c .  A. AS 2 1 . 0 9 . 0 9 0 ( b )  i s  amended t o  r e a d :

( b )  The d i r e c t o r  may n o t  a u t h o r i s e  an i n s u r e r  t o  t r a n s a c t  
i n s u r a n c e  i n  t h i s  s t a t e  u n l e s s  i t  makes  and t h e r e a f t e r  m a i n t a i n s  i n  
t r u s t  i n  t h i s  s t a t e  t h r o u g h  t h e  d i r e c t o r  f o r  t h e  p r o t e c t i o n  o f  a l l  i t s  
p o l i c y h o l d e r s  o r  o f  a l l  I t s  p o l i c y h o l d e r s  and c r e d i t o r s ,  a d e p o s i t  o f  
c a s h  o r  s e c u r i t i e s  e l i g i b l e  f o r  d e p o s i t  u n d e r  AS 2 1 . 2 * 1 . 0 3 0  i n  t h e  
amount o f  no l e s s  t h a n  $ 3 0 0 , 0 0 0  [ $ 2 0 0 , 0 0 0 ] ,  e x c e p t  t h a t

( 1 )  i n s u r e r s  a u t h o r i s e d  t o  t r a n s a c t  I n s u r a n c e  and t r a n s ­
a c t i n g  i n s u r a n c e  i m m e d i a t e l y  b e l  ^ r e  th e  e f f e c t i v e  d a t e  o f  t h i s  Act 
[ JULY  i ,  1 9 6 6 ] ,  s h a l l  h a v e  a p e r i o d  o f  one  y e a r  f r o m  t h a t  d a t e  w i t h i n  
wh ich  t o  c om p ly  w i t h  any  i n c r e a s e  i n  d e p o s i t  r e q u i r e d  u n d e r  i h i s  
s e c t i o n ;

( 2 )  f r o m  f o r e i g n  i n s u r e r s ,  i n  l i e u  o f  t h e  d e p o s i t  o r  p a r t  
t h e r e o f  i n  t h i s  s t a t e ,  t h e  d i r e c t o r  may [SHALL]  a c c e p t  t h e  c e r t i f i c a t e  
i n  p r o p e r  f o rm  o f  che p u b l i c  o f f i c i a l  h a v i n g  s u p e r v i s i o n  o v e r  i n s u r e r s  
i n  any  o t h e r  s t a t e  t o  t h e  e f f e c t  t h a t  a l i k e  d e p o s i t  o r  p a r t  t h e r e o f  
by t h e  i n s u r e r  i s  b e i n g  m a i n t a i n e d  i n  p u b l i c  c u s t o d y  o r  c o n t r o l  u n d e r  
t h e  l aw  i n  t h a t  s t a t e  i n  t r u s t  f o r  t h e  p r o t e c t i o n  g e n e r a l l y  o f  t h e  i n ­
s u r e r ' s  p o l i c y h o l d e r s  o r  i t s  p o l i c y h o l d e r s  and c r e d i t o r s ,  i n  t h e  
U n i t e d  S t a t e s ;



( 3 )  f r om  a l i e n  i n s u r e r s ,  i n  l i e u  c f  t h e  d e p o s i t  o r  p a r t  
t h e r e o f  i n  t h i s  s t a t e ,  t h e  d i r e c t o r  s h a l l  a c c e p t  e v i d e n c e  s a t i s f a c t o r y  
t o  him t h a t  t h e  i n s u r e r  m a i n t a i n s  w i t h i n  t h e  Uni ' es  by way o f
t r u s t  d e p o s i t s  w i t h  p u b l i c  d e p o s i t a r i e s ,  o r  i n  t r u s t  i n s t i t u t i o n s  
a c c e p t a b l e  t o  t h e  d i r e c t o r ,  a s s e t s  a v a i l a b l e  f o r  d i s c h a r g e  o f  i t s  
U n i t e d  S t a t e s  i n s u r a n c e  o b l i g a t i o n s ,  wh ich  a s s e t s  s h a l l  be i n  an 
amount n o t  l e s s  t h a n  t h e  o u t s t a n d i n g  l i a b i l i t i e s  o f  t h e  i n s u r e r  
a r i s i n g  o u t  o f  i t s  i n s u r a n c e  t r a n s a c t i o n s  i n  t h e  U n i t e d  S t a t e s  t o g e t h e r  
w i t h  a s u r p l u s  e q u a l  t o  t h e  l a r g e r  o f  t h e  f o l l o w i n g  sums:

(A )  t h e  l a r g e s t  d e p o s i t  r e q u i r e d  by t h i s  t i t l e  t o  be 
made by a f o r e i g n  i n s u r e r  t r a n s a c t i n g  l i k e  k i n d s  o f  i n s u r a n c e ;  o r  

(EJ.) $ 3 0 0 , 0 0 0 ;  wh ich  s u r p l u s  s h a l l  f o r  a l l  p u r p o s e s
u n d e r  t h i s  t i t l e  be c o n s i d e r e d  t o  be t h e  c a p i t a l  o r  s u r p l u s  o f  
t h e  i n s u r e r .

* S e c .  3 .  AS 2 1 . 1 2  i s  amended by a d d i n g  nev; s e c t i o n s  t o  r e a d :
S e c .  2 1 . 1 2 . 1 1 0 .  MORTGAGE GUARANTY INSURANCE DEFINED. M o r t g ag e  

g u a r a n t y  i n s u r a n c e  i n c l u d e s  i n s u r a n c e  a g a i n s t  f i n a n c i a l  l o s s  by  r e a s o n  
o f  n o n -p aymen t  o f  p r i n c i p a l ,  i n t e r e s t  and o t h e r  sums a g r e e d  t o  be p a i d  
und - r  t h e  t e rm s  o f  any n o t e  o r  bond o r  o t h e r  e v i d e n c e  o f  i n d e b t e d n e s s  
s e c u r e d  by a m o r t g a g e ,  deed o f  t r u s t  o r  o t h e r  I n s t r u m e n t  c o n s i s t i n g  o f  
a l i e n  o r  c h a r g e  on r e a l  e s t a t e .

S e c .  2 1 . 1 2 . 1 2 0 .  LEGAL EXPENSE INSURANCE DEFINED. L e g a l  e x p en s e  
i n s u r a n c e  i n c l u d e s  i n d e m n i t y  i n s u r a n c e  a g a i n s t  e x p en s e  f o r  t h e  p r o ­
f e s s i o n a l  s e r v i c e s  o f  l i c e n s e d  l a w y e r s  and p r e - p a i d  s e r v i c e  a g r e e m e n t s  
o r  c o n t r a c t s  b e tween  a s e r v i c e  c o r p o r a t i o n  and a l i c e n s e d  l a w y e r  o r  
f i r m  u n d e r  wh ich  t h e  l a w y e r  o r  f i r m  a g r e e s  t o  r e n d e r  a l l  o r  p a r t  o f  
one  o r  more  l e g a l  s e r v i c e s  t o  s u b s c r i b e r s  o f  t h e  s e r v i c e  c o r p o r a t i o n  
f o r  wh ich  t h e  s u b s c r i b e r s  make p e r i o d i c  p r e - p a y m e n t s  i n  i d e n t i f i a b l e  
amoun ts  t o  t h e  s e r v i c e  c o r p o r a t i o n .
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* S e c .  6 .  AS 2 1 . 2 1  I s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
S e c .  2 1 . 2 1 . 6 0 0 .  DEF IN IT IONS ,  I n  t h i s  c h a p t e r ,  u n l e s s  t h e  

c o n t e x t  r e q u i r e s  o t h e r w i s e ,  ' ' d omes t i c  i n s u r e r "  has t h e  same mean ing  a s  
s e t  o u t  i n  AS 2 1 . 9 0 . 0 7 0  a r .d ,  i n  a d d i t i o n ,  f o r  t h e  p u r p o s e s  o f  t h i s  
c h a p t e r ,  I n c l u d e s  an i n s u r e r  wh ich  has  be en  a u t h o r i z e d  t o  do b u s i n e s s  
i n  t h i s  s t a t e  and w h ic h ,  d u r i n g  i t s  t h r e e  p r e c e d i n g  f i s c a l  y e a r s  t a k e n  
t o g e t h e r ,  o r  d u r i n g  any  l e s s e r  p e r i o d  o f  t im e  i f  i t  h a s  been  l i c e n s e d  
t o  t r a n s a c t  i t s  b u s i n e s s  i n  t h e  S t a t e  o f  A l a s k a  o n l y  f o r  such  l e s s e r  
p e r i o d s  o f  t im e ,  has w r i t t e n  an a v e r a g e  o f  more  g r o s s  prem iums i n  t h e  
S t a t e  o f  A l a s k a  t h a n  i t  has  w r i t t e n  i n  i t s  s t a t e  o f  d o m i c i l e  d u r i n g  
t h e  same p e r i o d ,  ana t h e  g r o s s  p rem iums w r i t t e n  c o n s t i t u t e  33 p e r  c e n t  
o r  more  o f  i t s  t o t a l  g r o s s  prem iums w r i t t e n  e v e r y w h e r e  I n  t h e  U n i t e d  
S t a t e s  f o r  t h e  t h r e e  y e a r  o r  l e s s e r  p e r i o d ,  a s  r e p o r t e d  i n  i t s  t h r e e  
mos t r e c e n t  a n n u a l  s t a t e m e n t s .

* S e c .  7 .  AS 2 1 . 2 7 . ' j l 0 ( r i ) i s  amended t o  r e a d :
( a )  " A d j u s t o r "  means a p e r s o n  who,  f o r  c o m p e n s a t i o n  a s  an 

i n d e p e n d e n t  c o n t r a c t o r  o r  a s  an  em p lo y e e  o f  an i n d e p e n d e n t  c o n t r a c t o r ,  
o r  f o r  f e e  o r  c om m is s i o n ,  i n v e s t i g a t e s  and a d j u s t s  c l a i m s  a r i s i n g  
u n d e r  I n s u r a n c e  c o n t r a c t s  on b e h a l f  o f  t h e  i n s u r e r .  An a t t o r n e y  a t  
l aw  who a d j u s t s  i n s u r a n c e  l o s s e s  f r om  t im e  t o  t im e  I n c i d e n t a l  t o  t h e  
p r a c t i c e  o f  h i s  p r o f e s s i o n  [ ,  OR AM ADJUSTER OF MARINE LOSSES , ]  o r  a 
s a l a r i e d  em p lo y e e  o f  an i n s u r e r  [OR OF A GENERAL AGENT] I s  n o t  c o n ­
s i d e r e d  t o  be an  a d j u s t e r  f o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r .

* S e c .  3 .  AS 2 1 . 3 3 - 3 1 0 ( it) i s  amended t o  r e a d :
(<0 i n s u r a n c e  o f  a i r c r a f t  [OWNED OR OPERATED BY MANUFACTURERS 

OF AIRCRAFT, OR AIRCRAFT] o p e r a t e d  i n  s c h e d u l e d  I n t e r s t a t e  f l i g h t ,  o r  
c a r g o  o f  such  a i r c r a f t ,  o f  i n s u r a n c e  a g a i n s t  l i a b i l i t y ,  o t h e r  t h an  
w o r km en ' s  c om p en s a t i o n  and e m p l o y e r s '  l i a b i l i t y ,  a r i s i n g  o u t  o f  t h e  
o w n e r s h i p ,  m a i n t e n a n c e  o r  u se  o f  t h e  a i r c r a f t .
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( c )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  m o r t g a g e  g u a r a n t y  I n s u r a n c e ,  
l e r a l  e x p en s e  i n s u r a n c e ,  l i f e  i n s u r a n c e ,  d i s a b i l i t y  i n s u r a n c e ,  o r  
a n n u i t y  c o n t r a c t s .
S e c .  1 0 .  T h i s  Ac t  t a k e s  e f f e c t  J u l y  1 ,  1 9 7 6 .
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J A N  3 5 [975

The Honorable? M ike B radne r  
Speake r  o f  th e  House 
A l a s k a  S t a t e  L e g i s l a t u r e  
J un eau ,  A l a s k a  99811
Dear Mr. Speake r :
I n  a c c o rd an c e  w i t h  AS 24.30.060(b) and t h e  Un i fo rm  R u l e s  o f
make s e v e r a l  changes  t o  th e  i n s u r a n c e  s t a t u t e s  a s  f o l l o w s :
(1 ) i n s t i t u t e  a f e e  f o r  t h e •amendment o f  a c e r t i f i c a t e  o f  
a u t h o r i t y  to  engage i n  the. b u s i n e s s  o f  in su ran ce?  (2 ) m od i f y

ance  o f  a i r c r a f t  owned o r  o p e r a t e d  b y  m a n u f a c t u r e r s  o f  
a i r c r a f t .

i t y  l i m i t e d  to  p a r t i c u l a r  t y p e s  o f  i n s u r a n c e  c o v e r a g e s

f o r  an i n s u r e r  d o in g  b u s i n e s s  i n  A l a s k a  have  n o t  k e p t  pace 
w i t h  t h e  l e v e l s  r e q u i r e d  i n  o t h e r  s t a t e s .  A d d i t i o n a l l y ,  
i n f l a t i o n  h a s  had s u b s t a n t i a l  im p a c t  s i n c e  th e  l a s t  change 
was made i n  1966.
We p ropo se  t o  c o r r e c t  t h i s  s i t u a t i o n  by  a d o p t i n g  r e q u i r e ­
ments s i m i l a r  t o  th o se  i n  W ash ing ton  and Id a h o ,  i n  o r d e r  to  
a s s u r e  a g r e a t e r  l e v e l  o f  f i n a n c i a l  r e s p o n s i b i l i t y  by a l l  
i n s u r a n c e  compan ies  d o in g  b u s i n e s s  i n  A l a s k a .  The r e q u i r e ­
ments a r e  s e t  o u t  i n  S e c t i o n s  2, 3, and 4 o f  th e  b i l l .



MORTGAGE GUARANTY IiiSUEAMCE AND LEGAL EXCUSE INSURANCE. A t 
th e  p r e s e n t  t i n e  th e  A l a s k a  s t a t u t e s  d e f i n e  th e  v a r i o u s  
t y p e s  o f  i n s u r a n c e  s u b j e c t  t o  r e g u l a t i o n  unde r  t h e  l aw .  
P e r i o d i c a l l y ,  t h i s  a t t em p t  t o  enumera te  t h e  v a r i o u s  t y p e s  o f  
i n s u r a n c e  f a l l s  b e h in d  d e ve lo pm en t s  i n  th e  f i e l d .  The most 
r e c e n t  example o f  t i s i s  h a s  been t h e  g row th  o f  mor tgage  
g u a r a n t y  i n s u r a n c e  and l e g a l  expense  i n s u r a n c e .  P r e s e n t l y , 
t h e s e  t y p e s  o f  i n s u r a n c e  a r e  t r e a t e d  a 3 m i s c e l l a n e o u s  
c a s u a l t y  i n s u r a n c e s  u n d e r  AS 21.12.070( a ) (14). S e c t i o n s  5 
and 9 o f  t h e  b i l l  w i l l  c l a r i f y  t h e i r  s t a t u s  by s e p a r a t e l y  
d e f i n i n g  -them. T h i s  app roach  has been adop ted  i n  many o t h e r  
j u r i s d i c t i o n s .  The d e f i n i t i o n s  p ropo sed  h e ro  a r e  s i m i l a r  to  
th o se  adop ted  b y  W i s c o n s in .
As a p r a c t i c a l  m a t t e r ,  l e g a l  expense  i n s u r a n c e  can  b e s t  be 
w r i t t e n  on a p ro-pa id  g roup  b a s i s .  U n f o r t u n a t e l y ,  t h i s  i s  
p r e s e n t l y  d e n i e d  t o  A la s k a n s  b y  th e  f i c t i t i o u s  g roup  s t a t u t e  
(AS 21.36.190). We p ropo se  t o  amend t h i s  s t a t u t e  t o  p e rm i t  
t h i s  t y p e  o f  i n s u r a n c e .
DEFINITION OF "DOMISTIC INSURER" FOR INVESTMENT PURPOSES.
AS 21.21 a p p l i e s  to  i n v e s tm e n t s  by  d o m e s t i c  i n s u r e r s  o n l y .
I t  h a s  become i n c r e a s i n g l y  a p p a r e n t  t h a t  i n s u r e r s  i n c o r ­
p o r a t e d  i n  o t h e r  s t a t e s ,  i . e . ,  f o r e i g n  c o r p o r a t i o n s ,  can  do 
a s i x a b l e  p o r t i o n  o f  t h e i r  b u s i n e s s  i n  A la s k a  and a v o i d  th e  
s t r i c t u r e s  o f  AS 21.21. T h e r e f o r e ,  we f e e l  th e  d e f i n i t i o n  
o f  d om e s t i c  i n s u r e r  s h o u l d  be expanded t o  c o v e r  i n s u r e r s  wuo 
do more th an  a s p e c i f i e d  p e r c e n t a g e  o f  t h e i r  b u s i n e s s  i n  
A l a s k a . S e c t i o n  6 o f  t h i s  b i l l  a c c om p l i s h e s  t h i s  o b j e c .  v e .
DEFINITION OF " INSURANCE ADJUSTER" TO INCLUDE AN ADJUSTER OF 
MARINE INSURANCE. Over th e  p a s t  few y e a r s  we nave no ted  an 
i n c r e a s i n g  number o f  c o m p l a i n t s  i n v o l v i n g  m a r in e  l o s s e s  i n  
wh ich  th e  S t a t e  has been  u n a b l e  t o  be o f  a d e q u a t e  a s s i s ­
t a n c e .  AS 21.27.910(a), th e  d e f i n i t i o n  o f  " a d j u s t e r , "  
p r o v i d e s  an e x c e p t i o n  f o r  a d j u s t e r s  o f  m a r in e  l o s s e s .  I f  
t h e r e  i s  an u n r e a s o n a b le  d e l a y  i n  th e  s e t t l e m e n t  o f  a mar ine  
l o s s  wh ich  i s  duo to  a c t i o n  o r  l a c k  o f  a c t i o n  on th e  p a r t  o f  
a m ar in e  a d j u s t e r ,  we p r e s e n t l y  have  no a u t h o r i t y  t o  r e q u i r e  
h i s  c o r r e c t i o n  o f  th e  s i t u a t i o n .
T h i s  i s  n o t  a s  g r e a t  a p ro b lem  w i t h  a d m i t t e d  c a r r i e r s  a s  i t  
i s  w i t h  non-adm i t te d  o r  s u r p l u s  l i n e  c a r r i e r s .  A dm i t t e d  
c a r r i e r s  have  a much t i g h t e r  l i n e  o f  commun ica t ion  and w i l l  
o f t e n  u se  t h e i r  own a d j u s t e r s  o r  more c l o s e l y  s u p e r v i s e  
in d ep en d en t  a d j u s t e r s .  The non-adm i t t e d  c a r r i e r s  pose a 
d i f f e r e n t  p rob lem .  There a r e  o f t e n  s e v e r a l  c a r r i e r s  on a 
s i n g l e  l o s s  and t b o 3o c a r r i e r s  a r e  u s u a l l y  f o r e i g n  o n e s .
T h i s  makes t h e  u s e  o f  t h e i r  own a d j u s t e r s  and s u p e r v i s i o n  o f  
in d ep en d en t  a d j u s t e r s  v i r t u a l l y  im p o s s i b l e .



V7a p ropo se  remova l  o f  t h i s  e x c e p t i o n  t h ro u gh  S e c t i o n  7 o f  
t h e  b i l l ,  t h e r e b y  mak ing m a r in e  a d j u s t e r s  s u b j e c t  to  t e s t i n g  
l i c e n s i n g  and r e g u l a t i o n  by  th e  D i v i s i o n  o f  I n s u r a n c e .
REPEAL OF EXEMPTION OF AIRCRAFT OV7WI2D BY MANUFACTURER. AS 
21.33.310(4) p r o v i d e s  an exempt ion  f rom th e  s u r p l u s  l i n e  
i n s u r a n c e  lav; (AS 21.33) f o r  th e  i n s u r a n c e  o f  a i r c r a f t  owned 
o r  o p e r a t e d  by m a n u f a c t u r e r s  o f  a i r c r a f t .  R e sea rch  i n d i c a t e  
t h a t  t h i s  s e c t i o n  o f  lav ; wa3 mode led a f t e r  W a sh in g to n ' s .
T h i s  e xemp t ion  app ea r s  i n  t h e i r  l aw  a s  a c o n c e s s i o n  to  th e  
Boe ing  C o rp o r a t i o n .
We have  fo un d  t h a t  s e v e r a l  o f  o u r  l a r g e  a i r  c a r g o  compan ies 
h a ve  u s e d  t h i s  s e c t i o n  a s  a l o o p h o l e  t o  a v o i d  payment o f  th e  
premium t a x  r e q u i r e d  unde r  AS 21.33.230. These compan ies  
l e a s e  a i r c r a f t  f rom Lnc m a n u f a c t u r e r  o r  p u r ch a s e  a i r c r a f t  on 
c o n t r a c t  w i t h  th e  t i t l e  o f  t h e  a i r c r a f t  r e t a i n e d  by th e  
m a n u f a c t u r e r  u n t i l  e q u i t y  o f  th e  o p e r a t o r  r e a c h e s  an a g r e e d  
upon l e v e l .  The o p e r a t o r s  fu rn i-sh  t h e i r  own p i l o t s  and 
i n s u r a n c e  b u t  d e c l a r e  t h em s e l v e s  exempt f rom th e  t a x  due to  
t h e  exempt ion  a bove ,  However , uae r-ovmer a i r c r a f t  a r e  
s u b j e c t  t o  th e  t a x .
I n  November 1970, t h e  D i v i s i o n  o f  I n s u r a n c e  c on d u c t e d  an 
i n v e s t i g a t i o n  v/hich b r o u g h t  one a c t u a l  c a s e  to  l i g h t .  The 
a n n u a l  i n d i c a t e d  t a x  l o s s  t o  t h e  S t a t e  o f  A l a s k a  f o r  t h a t  
one c a s e  was a b o u t  *50,000. We f e e l  t h a t  t h i s  l o o p h o l e  
s h o u l d  be c l o s e d .  S e c t i o n  o o f  t h e  b i l l  d e le t e r s  t h i s  
e xemp t io n .

S i n c e r e l y ,

day  S. Hammond 
Gove rno r
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