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C O M M I T T E E  <- P O R T

H O U S E
FI NANCE

Mr. Speaker :

The Comm i t tee on

Da te

COMMERCE has had HB 582

under c o n s i d e r a t i o n .  A M a j o r i t y  of the members of the Committee 

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends i t  BE REPLACED WITH CS FOR ___________________ AND THAT

CS F O R __________________________DO PASS

( ) "and"  recommends i t  BE REFERRED TO THE ________________________________

COMMITTEE

( ) r e p o r t s  i t  back WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s ig n in g  the Maj or i ty r e p o r t :

Li..,

Members NOT co nc ur r i n g  in the M a j  o r i t  y r e p o r t :

______________________________  recommends:

______________________________  recommends:

______________________________  recommends:

______________________________ recommends:

r e r o m m e n d s :

C h a i r m a n



/
D E P A R T M E N T  O F  C O M M E IK E  &  E C O N J M IC  1>FVF1 .0P> IF .\T /DIVISION OF INSURANCE POUCH 0 —  IUNEAU 99811

January 20, 1976

The House of Represen ta tives 

Commer ce Committee 

Juneau, Alaska

\
Dear Ladies and Gentlemen:

On Wednesday, January 21, I will discuss with you HB 582 

"An act relating to regulation of insurance and providing 

for an effective date".

This bill deals with several subjects all of which are 

technical changes in the Insurance Code but very necessary 

to the proper regulation of insurance.

provides for a charge of $ 1 0 -0.0 .. t.o 9 0 vef the _ p o st 

n t icxounfj a n . w d P i j  ^ p r ti fi ca te of a u t h o r i t y. Curr ently 

we charge $ 1 0 . 0 0  to c0 ver th'8""C'o"st''tf r"l t s u i n g  routine d o c ­

uments, however, no charge is made for the issuing of the 

amended certific at e of authority. This is a frequent d e ­

mand upon the Division and it is ap pr op ri at e that the cost 

be wholly or partially reimbursed by the carriers seeking the 

certi fi ca t e .

^  Se&fcUmJ L > h a r ) g p s — thft f.apltfll and surplus re qu ir e m e n t s  .for 

f J  jroTfc-iing pf insurance c a r r i e r s; unqeV current law the 

carrier must have IT riTTnTm u rn^a 1110un't of capital plus an a d d ­

itional mi ni mu m amount of surplus before the State will issue 

a license to do business. The c a p ital and s u r p l u s are 

fUnd? ui.hJ.rh adifl f inannla.1 ctahi] I f y _ tXL. t „ JD 0 I icles w h i c h 

the car.rJ.er.. i.s.s.u.£s. These funds are the buffer which p r e ­

vent insovency in the event premiums charged are insufficient 

to cover losses and op erating expenses. The capital and surplus 

requirements were established when the code was enacted in 1966 

and have not been changed since that time. The .§ctua 1 in cre a s e s 

arp cpf fnrth ijL.thA.hiTf, hQWfiVp r - t.hsv a re A s  senfffft | I T TO TI fl g

t hat of l:he cuy,rftnt-_r*>Qin-jlrii>niont For example, a proper ty ari"<T.

casualty To surer multiple lines, that is all lines of insurance 

except life and title, under current law may obtain a license 

with $400,000.00 capital and $200,000.00 surplus. We recommend 

increasing these limits to $750,000.00 capital and $750,000.00 
surplus for a total of 1,500,000.00. T hese r e quirements are 

within rafloffi i ^ p  rP r e a t l y , t e d - r e a u f r e m e n t 5 for

capital and s u r p lus fry Q t h gjr states •
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le c t i o n i / i s a grandf at he r and n r t m l n i g n . Under

its terms carriers a T r f e a d y T T c e n s e d  as domestic insurers in 

this state which have adeq uate capital under current law but 

would have inadequate capital or surplus under the new law 

are permitted to continue under the old requirements but are 

proh ibited from adding new lines of insurance or from paying 

for d i s t r i b u t i n g  dividends to policy ho ld er s or st ockholders 

until they have acquired sufficent capital and surplus to meet 

the new requirements.

& S e c t i o n _ 4 > w ill g i j ^ Jrh D 1 r  e c. t  n r .  aA tA tority tQ l.l,K&flU,jJ&fey £Q j:.ej g.n 
carriers, that is carriers a u th or iz ed  to do business in this 

S T atTl ju t domiciled in other states, to post deposit., q.f cash 

or . se.c.u r.i.t i es in amounts not less than $390 ,000.00. Currently 

tKe law provides that foreign ca rriers need post a fixed sum 

of $200,000.00 and that re qu ir em en t is met if the filing of the 

deposit is made in their own state. This latter described law 

has pr oh ibited the Director from ex er ci sing rights which would 

have pr otected the po li cyhold ers in the State of Alaska from 

loss by reason of the insolvency of a foreign carrier. It is 

imperative that the Director of Insurance have au thority to 

require deposits be lodged in the State of Alaska where the 

Di rect or finds it necessary for the protection of policyholders.

Section 5/ a d d s  two new definitions of insurance. Currently the 

Insurance Code provides for s e pa ra te ly licensing a company and 

sepa r a t e l y licensing agents and brokers, depending upon the kinds 

of insurance which the agent and broker or the comp any chooses 

to market. There are two kinds of insurance which presently 

do not fall within the existing d e f i ni ti on s and yet are either 

cu rrently being sold or which very*-Jikely will be sold in the 

nea£')f u t u r e . Those insurances ar &^ mo r t g a g e  guarantee insurance 

arifclpgal PXfiP_nsft~Ths H. Iq U p p f W f r T J T e 1 'T.»' »’» FTgTpi'llft the

m a rketing of these kinds of insura nc e by providing proper definitions 

and es ta bl is hi ng separate license re quirements therefore. The 

a m e n dments in Section 5 will a c c o m p l i s h this purpose.

C. S e c U o n p m o.dlfies tilfi-daf i ni ti on  of^dnmeijtir. insurer fnr .nurnnsps 
o f jHTcTpTeii^L. Ch ap te r 21 deals with tne investment by a d o m ­

es rFcTTiisurer . The d e finition is altered to include those carriers 

which write more business in the State of Alaska than in the 

state of domici le and where the Alaska premiums exceed 33% of 

all of that carriers premiums. Thj^.„^a4ai,te..,ad.t!r.e.I'Ses the .sit­

uation, of carriers who are licensed outside the State of Alaska
1 1  ' • 'u \  I r  ^ 1. r  ,  ,  . . . ,
but come i.n to the State for purposes of selling insurance with -

0 u i n g  with the more rigid laws to which the genuine

domestic is s u b j e c t ^
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•Sectioft.,7.xadds to the definition of adjustor, by deleting the 
term from the exclusion sentence,the marine average adjustor 
and the employee of a general agent.

attempts to ■liclo^-a.. i^yBi}ilq]lp.-ln. tax. Insurance
rf a nonadmitted ma 'ket, that is with carriers not

authorized to do business in this state, is arranged through 
specially licensed brokers called surplus lines brokers.
Since the carriers are not regulated by this Division the tax 
can only be collected from the surplus lines broker and is 
called a surplus lines tax. The tax is equal to 3% of gross 
premiums. The law excludes the operation of the surplus lines 
law, including the tux law, with respect to insurance of aircraft 
owned or operated by manufacturers of aircraft. I am advised that 
this has its history in a law enacted in the State of Washington 
for the benefit of Boeing Aircraft. The same considerations do 
not apply in the State of Alaska and there is no reason why 
aircraft operators ought to be allowed to lease aircraft from 
manufacturers in order to avoid the application of surplus lines 
tax. I am advised that the amounts involved are probably close 
to $1 0,000.00 overal1 .

is made necessary by the inclusion of the definitions 
of mcrrt'Ejage guarantee insurance and legal expense insurance 
which is provided for earlier in the bill. It is not appropriate 
that Section 21.36.190, the fictitious group rating law, be made 
applicable to these new lines of insurance. Thus as the new 
definitions are created it is necessary to also provide for 
exclusions from the application of the fictitious group rating 
1 a w .

I trust that you will find this explanation helpful in your 
understanding of the bill. If I can provide further information 
please feel free to call upon me.

Yours corcUwrll

Rt^nard L. Block 
Di rector
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