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Ja nuar y 22, 1976

The Alaska State House of Repres en ta tiv es 

Comm er ce  Committee 

In Session 

Juneau, Alaska

Dear Ladies and Gentlemen:

Re: M ouse Bill 554

As I explained at the meeting of the Committee on Friday, Januar y 

16th, I would propose certain technical am endments to ac co mm od at e 

wishes of the insurance industry which were, in general, ac ce p t ab le  

to the administration.

Those amendments are as follows:

Amend Section 21.22.060 (c) to read as follows:

The Director may permit an authorized insurer, which is a 

memb er of a holding compan y system subject to r e g i s t ra ti on  

under the laws or regulation s of Its state of do mi ci le, 

which are in the opinion of the Director su bs ta n t ia lly  

similar to those contained in this chapter to satisfy the 

requirement of Subsection (a) by filing a statement in 

accordanc e of the laws of its state o f  domicile except 

that the D i r e c t o r may at any time require th e f iling of 

a copy thereof wTth the Director." IT0 FURNISH A COPY OF 

THE RE GI STRA TION ST A T E M EN T OR OTHER INFORMATION FILED 

BY THE INSURER WITH THE INSURANCE REGULATOR AUTHORITY OF 

ITS DOMICILIARY J U RI S D IC TI ON IN PLACE OF FILING THE S T A T E ­

MENT AS REQUIRED IN (B) OF THIS SECTION].

The effect of this section is to not make it ma n datory that all of 

the 700 foreign carriers au thorized to co business in Alaska file 

the statement, provided a st at ement 1 s filed with their state of 

domicile, but authorizes the Dire ctor of Insurance to require a 

copy thereof if necessary.

amend Section 21.22.06U (d) to read as follows:

No in formation need be disclosed on the re gi st ra ti on s t a t e ­

ment filed under (b) of this section. That inform at io n is
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not material for the purposes of this section. Unless the 

Di rect or by r e gu la ti on or order provides otherwise, sales, 

purchases, exchanges, loans or extentions of credit, or 

in vest ments, involving the lesser of one half of one per cent

[OR LESS] of an insurers admitted assets or five per cent of

po licyho ld er' s surplus as of the 31st day of December of 

the ca lendar year in which the transaction took place, are not 

considered material for purposes of this section.

Some me mb ers of industry indicated that the definition of a material 

tr an s a c t io n was such that a lot of very small tran sa ct ions would have 

to come under the prior approval requirement. This dual standard still

provides s u fficie nt protection for policyhold ers in this State but gives

a p p r o p r i a t e  additional latitude to the industry.

Amend Section 21.22.070 to read as follows:

If at any time the Director determines that any material t r a n s ­

action entered into between and insurer and any of its affiliates 

does not meet the standards set out in Section 80. of this chapter, 

the Director may, after hearing as provided in Chapter 06 cf 

this title, require the insurer and the affili at e to term in ate, 

set aside, or modify the tr an saction as co nsidered ap p r o p r i a t e  by 

the Director to make the tr an sa ct io n conf orm to those standards.

An insurer may submit a proposed material tr ansaction to the D i r e c t o r 

for review and the Director may issue an opinion that such trans- 

action meets the standard set out in Section 80. of this chapter 

and such opinion shall create a rebuttable presumption that neither 

the insurer, director, of fice r, employee, nor agent co m mitted a 

willful violation of this chapter in entering into the t r a n s a c t i o n .

No such opinion shall prohibit the D i re c tor from su bs eq ue nt ly 

e xercising his au th or ity in this s e c t i o n. "

It was pointed out that the after the fact review authority of the Director 

created an onerous burden on the carriers and they have asked that the law 

be a mended to require the Director to give an approval of a material t r a n s ­

action or disapproval prior to the ef f ective date of the tr ansaction. The 

d i f f ic ul ty  with their request is that once approved, the company may hide 

behind the approval should the tr an sa c t i o n subsequently prove to be unwise 

for the benefit of policyholders. It is my opinion that if the tr ansaction 

should fail to meet the standards set forth in Section 80. and Se ction 90., 

that the tran sa ct ion ought to be set aside for the benefit of p o l i cy ho ld ers 

even if once approved by the Director.
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I do believe that due process ought to be accorded and that 

the carriers be given an o p p o r t u n i t y  to have some i n d ication of the 

Division's atti tude toward the tr an sa c t io n and further that if the 

exec ut iv es of an insurance comp an y take the trouble to seek a pricr 

ap proval, that they should be excused from the penalties for w i l l ­

fully vi olating the section.

Amend Section 21 .22.080 (3) to read as follows:

"The insurers surplus as regards policyhold ers f o ll ow in g  any 

dividends or di s t r i bu ti on s to shar eh ol der a f fi li at e s or_

Pe r fo rmance pursuant a material tr an sa ct i o n with an a f fi li at e  

sliali be reasonable in relati on to the insurer's ou t s t a n d i n g  

liabilities and a d e q ua te to its financial needs."

This amendment makes Section 090, the standards for a d eq ua cy  of 

surpl us, ci p p 1 icabl e to the approval cf material tr an sa ct io n.

For your in formation I have c o r r e s p o n d e n c e  from Alaska Paci fic 

As su r a nc e Company, Pioneer National Title Insurance Co mpany (Alaska 

Title Guarantee Company), and Alaska Insurance Company, all ge ne ra l l y 

supporting the m easure provided certain technical changes are made.

All technical changes requested are included in these am endments 

except with respect to the prior approval of material t r a n s a c t i o n s  

and my reason for not wishing to accede fully to their wishes is 

explai n e d .

I believe however, that the in dust ry will support the c urrent language.

Let me again take this o p p o r t u n i t y  to point out the i m p o r t an ce  of this 

type of r e gulato ry authorit y to the proper pr otection of po li c y h o ld ers  

in this state. Un fortunately , the prior inability of re gu l a to rs to deal 

with transactio ns between carriers and their n o n i n s ur an ce  af fi l i a t es 

has permitted substantial abuse of p o li cy holder's surplus and wh ile it 

is not prevalent with respect to the carriers cu r r en tl y do mi c i le d in 

this state, it is important that the au t h or it y be av a i la bl e to 

provide continuing protection.

Di rector
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