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The Department of Commerce and Economic Development takes a
neutral position on SB 869.

This proposal requires that a surety insurer maintain a copy
of all applications for surety insurance as well as a record
of the reasons for denial on those applications refused. The
surety would then be required to provide that information upon
the written request of the applicant.

The proposal also has a sunset provision effective June 30,
1988.

We are not clear on whether the information acquired during
the effectiveness of the proposal would have to be maintained
following expiration of the act. The proposal would not help
a great deal nor will it do much harm. Insurers are. prepared
to comply if required and if reasonably protected.

In December 1980, the National Association of Insurance Comm
issioners adopted the "NAIC Insurance Information and Privacy
Protection Model Act" which we firmly believe is the preferred
method to providing the protection sought by SB 869. A copy of
that model bill is attached for your review. We have also pre-
pared an Alaskanized version of the NAIC model which does differ
slightly. We are in the process of preparing a section analysis
on that bill. The proposal we are suggesting is much wider in
scope than SB 869. There would be no fiscal impact on the
Division of Insurance. ,

Director of Insurance

Edward W. Eboch
Deputy Commissioner
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Preamble.

The purpose of this Act is to establish _ .mdards fo- the colle. tion, use and disclosure of informa-
tion gatl ered in connection with insurance transactions ,(y insurance institutions, agents or
insurance-sopport organizations; to maintain a balance botweon the need for information by
those conducting the business of insurance and the public’s need lor fairness in insurance infor-
mation practices, including the need to minimize inti Ivonosu; to establish a regu’ Hory
mechanism to enablo natmal persons to ascertain whut information is being or has been collected
about them in connection with insurance transactions and to have access to such information for
the purposo of verifying or disputing its. accuracy; to limit the disclosure of information collected
in connection with insurance trnnsuctioi.'s; and to enable insurance applicants und policyholders
to obtain the reasons for any adverse underwriting decision.

Section 1 Scope.

(A) The obligations by this Aot shall apply to those insurance institutions, agents or insurance-
support organizations which, on or after the effective date of this Act:

(1) in the caso of life, health and disability insurance;

(@ collect, receive or maintain information in connection with ii,...jranco trans-
action:: which pertainj to naLural persons who are residents of this State, or

(b) engage in insurance transactions with applicants, individuals or policyholders
who are residents of this State, and
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ii. the charging of a higher rate on the basis of information which differs from
that which the applicant or policyholder furnished,

Drafting Note: The use of the terra "substa .dard" in paragraph 2(A)(X)(d)(i) is intended to apply to those insurance in-
stitutions whose rates and market orientation are directed at risks other than preferred or standard risks. To facilitate
compliance with this Act. Commissioners shoud consider developing a list of insurance institutions operating in their
state which specialize in substandard risks and make it known to insurance institutions and agents.

(B)

©

D)

(E)

F

iu/

U]

@t

(e) in the case of a life, health or disability insurance coverage, an offer to insure at
higher than Si"ndard rates.

(2 Notwithstanding sub lection (1) above, the following actions shall not be considered
adverse underwriting decisions but the insurance institution or agent responsible for
their occurrence shal nevertheless provide the applicant or policyholder with the
specific reason or reasons for iheir occurrence:

(® the termination of an individual policy form on a class or statewide basis,

(b) adeclination of insurance coverage solely because such coverage is not available
on a class or statewide basis, or

(c) the rescission of a policy.

"Affiliate" or "affiliated" means a person that directly, or indirectly through one or more
intermediaries, controls, is controlled by or is under common control with another person.

"Agent” means (Make reference here to every appropriate statutory category
of producer, including brokers, authorized to do business in the State. This is necessary
because in many states different types of producers or producers for certain types of in-
surance institutions are referred to by specific statutory terms in the insurance code.)

"Applicant” means any person who seeks to co”iract for insurance coverage oilier than a
person seeking group insurance that is not indi\ idually underwritten

C~: li.jsioner" means (Insert the appropriate title und statutory reference
.or the principal insurance regulntory official of tho State.)

"Consumer rep vt” means any written, orul or other communication of information bearing
on a natural person's credit worthiness, credit standing, credit cnpocitv nWnHnr nrenerul
reputation, personal characteristic.orm ~- r< ' ' W x t cdtobeusedin

‘Consumer macing agency ' means any person who-

sumer repo X for*rinoSatuy fl;cfmr’ "™ 1M pracfiice ot “Ambling ov prep~"«g craa-

i-i  ob.aists information primur% from, amuineesi oibvr thnn insi',unco institutinnm, .naH

furnishes, consumer rejpreruai do- oulfaeir persons.

auiltsm il ipawwir its ahe result o ru*L°f*icitil position with or corporate office lieli*I™Jiht~nr
“iDUidimaitjofi of insur-nce coverage" means ndenial, in whole or in nnrt Im
aM ina or agon' requested insurance coverage. P 1y ,ns*anoe

"Individu” menns uny »utural person who:
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“Investigative consumer report” means aconsumer report or portion thereofin which infor-
mation about a natural person’s character, general reputation, personal characteristics or
mode of living is obtained through personal interviews with the person's neighbors, friends,
associates, acquaintances or others who may have knowledge concerning such items of in-
formation.

"Medical-care institution” means any facility or institution that is licensed to provide
health care services to natural persons, including but not limited to: health-maintenance
organizations, home-health agencies, hospitals, medical clinics, public health agencies, re-
habilitation agencies and skilled nursing facilities.

"Medical professional” means any person licensed or certified to provide health care ser-

vices to natural persons, including but not limited to, a chiropractor, clinical dietitian, clin-
ical psychologist, dentist, nurse, occupational therapist, optometrist, pharmacist, physical

therapist, physician, podiatrist, psychiatric social worker or speech therapist.
"Medical-record information” means personal information which:

(1) relates to an individual’'s physical or mental condition, medical history or medical
treatment, and

(2 is obtained from a medical professional or medical-care institution, from the in-
dividual, or from the individual’'s spouse, parent or legal guardian.

"Fe‘rson” means any natural person, corporation, association, partnership or other legal en-
tity.

"Personal information” means any individually identifiable information gathered in con-
nection with an insurance transaction from u hich judgments can be made about an in-
dividual’'s character, habits, avocations, finances, occupation, gc eral reputation, credit,

health or any other personal characteristics. "Personal infr.-.iation” includes an
individual’'s name and address and "medical-record information vitdoes notinclude

"privileged information”.

"Policyholder" means any person who:
(1) in the case of individual property or casualty insurance, is a present named insured.
(11 in the case of individual life, health or disability insurunce, is a present policyowner, or

(3) in the case of group insurance which is individually underwritten, is a present group
certifiestoholder.

"Preti xt interview" meuns an interview whereby n person, in an uttempt to obtain informa-
tion about a naturul person, performs one or more of the following acts:

(1) pretends to be someono ho or she is not,

(2) pretends to represent u person he or she is not in fact representing,

(3) misrepresents the true purpose of the interview, or

(*) rofuses to identify himself or herself upon request.

"Privileged information” means any individually identifiable information that:

() relates to a claim for insurance benefits or a civil or criminal proceeding involving an
individual, and

(2) is collected in connection with or in reasonable anticipation of a claim for insurance
benefits or civil or criminal proceeding involving an individual:
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Preamble.

The purpose of this Act is to establish standards for the collection, use and disclosure of informa-
tion gathered in connection with insurance transactions by insurance institutions, agents or
insurance-support organizations; to maintain a balance between the need for information by
those conducting the business of insurance and the public's need for fairness in insurance infor-
mation practices, including the need to minimize intrusiveness; to establish a regulatory
mechanism to enable natural persons to ascertain what information is being or has been collected
about them in connection with insurance transactions and to have access to such information for
the purpose of verifying or disputing its accuracy; to limit the disclosure of information collected
in connection with insurance transactions; and to enable insurance applicants and policyholders
to obtain the reasons for any adverse underwriting decision.

Section 1. Scope.

(A) The obligations by this Aot shall upply to those insurance institutions, agents or insurance-
support organizations which, on or after the effective dalLo of (his Act:

() in the case of life, health and disability insurance:

(@ collect, receive or maintain information in connection with insurance trans-
actions which pertains to natural persons who are residents of this State, or

(b) engage in insurarce transactions with applicants, individuals or policyholders
who are residents of this State, and
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(2) in the case of property or casualty insurance:

@

(b)

collect, receive or maintain information in connection with insurance trans-
actions involving policies, contracts or certificates of insurance delivered, issued
for delivery or renewed in this State, or

engage in insurance transactions involving policies, contracts or certificates of
insurance delivered, issued for delivery or renewed in this State.

(B) The rights granted by this Act shall extend to:

(1) in the case of life, health or disability insurance, the following persons who are
residents of this State:

@

(b)

natural persons who are the subject of information collected, received or main-
tained in connection with insurance transactions, and

applicants, individuals or policyholders who engage in or seek to engage in in-
surance transactions, and

(2) in the case of property or casualty insurance, the I'oiiowing persons:

@

()

natural persons who are the subject of information collected, received or main-
tained in connection with insurance transactions involving policies, contracts or
certificates of insurance delivered, issued for delivery or renewed in this State,
and

applicants, individuals or policyholders who engage in or seek to engage in in-
surance transactions involving policies, contracts or certificates of insurance
delivered, issued for delivery or renewed in this State.

(C) For purposes of tliis section, a person shall be considered a resident of this State if the per-
son’s last known mailing address, as shown in the records of the insurance institution,
agent or insurance-support organization, is located in this State.

(D) Notwithsta ';.ng subsections (A) and (B) above, this Act shall not apply to information col-
lected from the public records of a governmental authority and maintained by an insurance
institution or its representatives for the purpose of insuring the title to real property
located in this State.

Section 2. Definitions.

As used in this Act:

(A) ‘'Adverse underwriting decision” means:

(1) any of the following actions with respect to insurunco transactions involving in-
surance coverage which is individually underwritten:

@
(b)
©

(d)

a declination of insurance coverage,
a termination oLinsurance coverage,

failure of an agent to apply for insurance coverage rith a specific insurance in-
stitution which the agent represents and which is requested by an applicant,

in the case of a property or casualty insurance coverage:
i. placement by an insurance institution or agent of u risk with a residual

market mechanism, an unauthorizeo insurer or an insurance institution
which specializes in substandard risks, or
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ii. the charging of a higher rate on the basis of information which differs from
that which the applicant or policyholder furnished,

Drafting Note: The use of the term “substandard"” in paragraph 2(A)(l (d)&) is intended to apply to those insurance in-
stitutions whose rates and market orientation are directed at risks other than preferred or standard risks. To facilitate
compliance with this Act, Commissioners shoud consider developing a list of |nsurance institutions operating in their
state which specialize in substandard riska and make it known to insurance institutions and agents.

(e) in the case of a life, health or disability insurance coverage, an offer to insure at
higher than standard rates.

(2) Notwithstanding subsection (1) above, the following a ,tions shall not be considered
adverse underwriting decisions but the insurance institution or agent responsible fcr
their occurrence shall nevertheless provide the applicant or policyholder with the
specific reason or reasons for their occurrence’

(@ the termination of an individual policy form on a class or statewide basis,

(b) adeclination of insurance coverage solely because such coverage is not available
on a class or statewide basis, or

(c) the rescission of a policy.

(B) "Affiliate" or "affiliated" means a person that directly, or indirectly through one or more
intermediaries, controls, is controlled by or is under common control with another person.

(© “Agent" means (Make reference here to every appropriate statutory category
of producer, including brokers, authorized to do business in the State. This is necessary
because in many statps different types of producers or producers for certain types of in-
surance institutions are referred to by specific statutory terms in the insurance code.)

(D) "Applicant” means any person who seeks to contract for insurance coverage other than a
person seeking group insurance that is not individually underwritten.

(E) "Commissioner™ means (Insert the appropriate title and statutoryreference
for the principal insurance regulatory official of tho State.)

(F) "Consumer report" means any written, oral or other communication of information bearing

eeneral
used m

reporting agency 'means any person who:

<2. obttmun information primarily foomi siomnintaotter than insi''<nco institution”, amid

(3) furnishes,consumer rupoptim to ©ttWr persons.

@f "Individu™ means any natural person who:
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“ Investigative consumer report” means a consumer report or portion thereof in which infor-
mation about a natural person’s character, general reputation, personal characteristics or
mode of living is obtrined through personal interviews with the person’s neighbors, friends,
associates, acquaintances or othc vs who may have knowledge concerning such items of in-
formation.

"Medical-car9 institution” means any facility or institution that is licensed to provide
health care services to natural persons, including but not limited to: health-maintenance
organizations, home-health agencies, hospitals, medical clinics, public health agencies, re-
habilitation agencies and skilled nursing facilities.

“ Medical professional” means any person licensed or certified to provide health care ser-

vices to natural persons, including but not limited to, a chiropractor, clinical dietitian, clin-
ical psychologist, dentist, nurse, occupational therapist, optometrist, pharmacist, physical

therapist, physician, podiatrist, psychiatric socia'. worker or speech therapist.
"Medical-record information” means personal information which:

(1) relates to an individual’'s physical or mental condition, medical history or medical
treatment, and

(2 is obtained from a medical professional or medical-care institution, from ihe in-
dividual, or from the individual’s spouse, parent or legal guardian.

“ Person” means any natural person, corpt -ation. association, partnership or other legal en-
tity.

“Personal information” means any individually identifiable information gathered in con-
nection with un insuram 1 1 nnsaction from which judgments can be made about an in-
dividual’'s character, habits, avocations, finances, occupation, general reputation, credit,

health or any other persona! characteristics. "Personalinformation” includes an
individual’'s name and address id “medicul-record information” butdoes notinclude

“privileged information".

"Policyholder” metns any person who:

(1) in the case of individual property or casualty insurance, is a present named insured,
(2) in the case of individual life, health or disability insurance, is u present policyowner, or

(3) in the case of group insurance which is individually underwritten, is a present group
ccrtificatoholdor.

“ Pretext interview" ineuns un interview whereby a person, in un attempt to obtain informa-
tion about a nalurul person, performs ono or more of the following acts:

(1) pretends to be someono ho or she is no*,

(2) pretends to represent a person ho or she i.. not in fact representing,

(.) misrepresents the true purpose of the into,-view, or

(‘D refuses to identify himself or herself upon request.

"Privileged information” means any individually identifiable information that:

relates to a claim for insurance benefits or a civil or criminal proceeding involving an
individual, and

(2) is collected in connection with or in reasonable anticipation of u claim for insurance
benefits or civil or criminal proceeding involving an individual;
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provided, however, information otherwise meeting the requirements of this subsection shall
nevertheless be considered "personal information” under this Act if it is disclosed in viola-
tion of section 13 of this Act.

Drafting Note: The phrase "in reasonable anticipation of a claim" contemplates that the insurance institution has
knowledge of a loss but has not received formal notice of the claim.

(X) "Residual market mechanism" means an association, organization or other entity defined
or described in section(s) (Insert those sections of the State insurance code au-
thorizing the establishment of a FAIR Plan, assigned risk plan, reinsurance facility, joint
underwriting association, etc.)

Drafting Note: Those states having a reinsurance facility may want to exclude it from this definition if the state's policy
is not to disclose to insureds the fact that they have been reinsured in the facility.

(Y) “Termination of insurance coverage” or "termination of an insurancepolicy” means either a
cancellation or nonrenewal of an insurance policy, in whole or in part, for any reason other
than the failure to pay a premium as required by the policy.

(2 "Unauthorized insurer” means an insurance institution that has not been granted a cer-
tificate of authority by the Commissioner to transact the business of in durance in this state.

*o

Drafting Note: Each stato must make sure that this definition is consistent with its surplus lines laws.

Section 3. Pretext Interviews.

No insurance institution, agent or insurance-support organization shall use or authorize the use
of pretext interviews to obtain information in connection with an insurance transaction; pro-
vided, however, a pretext interview may be undertaken to obtain information from a person or in-
stitution that does not have a generally or statutorily recognized privileged relationsFp with the
Derson about whom the information relates for the purpose of investigating a claim where, based
upon scientific information available for review by the Commissioner, there is a reasonable basis
for suspecting criminal activity, fraud, material misrepresentation or materiul nondisclosure in
connection with the claim.

Drnfting Nolo: Somo states may dosiro to eliminate tho exception in thin section und thereby prohibit pretext interviews
in all instances. Other states may dosiro to broaden the exception so that pretext interviews can bo utilized in underwrit-
ing nnd ruling situations us well us claim situations. States may cither expand or limit tho prohibition ugainsl pretext
interviews suggested in this section to accomodate their individual needs and circumstances. Deviation trom tho stan-
dard developud here should not seriously undermine efforts to achicvo uniform rules for insurance information
pructices throughout tho various states.

Section < Notice of Insurance Information Practices.

(A) An insurance institution or agent shall provide a notice of information practices t./ all appli-
cants or policyholders in connection with insurunce transactions as provided below:

(1) in the case of an application for insurance, a notice shall be provided no later than:

(n) at tho time of the delivery of the insurance policy or certificate when personal in-
formation i3 collected only ft m the applicant or from public records, or

(b) at the time the collection of personal information is initiated when personal infor-
mation is collected from a source other thun the applicant or public records;

(2) in the case of a policy renewal, a notice shall be provided no later than the policy renew-
al date, except that no notice shall be required in connection with a policy renewal if:

(@ personal .nformation is collected only from the policyholder or from public
records, or

(b) a notice meeting the requirements of this section has been given within the
previous twenty-four (2-1) months; or

(3) in the case of a policy reinstatement or chungc in insurance benefits, a notice shall be
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provided no later than the time a request for a policy reinstatement or change in in-
surance benefits is received oy the insurance institution, except that no notice shall be
required if personal information is collected only from the policyholder or from public
records.

(B) Thp notice required by subsections (A) above shall be in writing and shall state:

(1) whether personal information may be collected from persons other than the individual
or individuals proposed for coverage;

(2) the types of personal information that may be collected and the types of sources and
investigative techniques that may be used to collect such information;

(3) the types of [disclosures] identified in subsections (B), (C), (D), (E), (F), (I), (K), (L) and (N)
of section 13 of this Act and the circumstances under which such disclosures may be
made without prior authorization; provided, however, only those circumstances need
be described which occur with such frequency as to indicate a general business prac-
tice;

(4) adescription of the rights established under sections 8 and 9 of this Act and the man-
ner in which such rights may be exercised; and

(5) that information obtained from a report prepared by an insurance-support organiza-
tion may be retained by the insurance-support organization and disclosed to other per-
sons.

(©) In lieu of the notice prescribed in subsection (B), the insurance institution or agent may pro-
vide an abbreviated notice informing the applicant or policyholder that:

(1) personal information may be collected from persons other than the individual or in-
dividuals proposed for coverage,

(2) such infoimation as well as other personal or privileged information subsequently col-
lected by the insurance institution or agent may in certain circumstances be disclosed
to third purties without authorization,

(3) a right of access and cor;\.ction exists with respect to all personal information col-
lected, and

(4) the notice prescribed in subsection (B) will be furnished to the applicant or policy-
holder upon request.

(D) The obligations imposed by this section upon an insurance institution or agent may be
salisfied by another insurance institution or agent authorized to act on its behalf.

Drafting Nolc: If permitted under .section 4(A), an insurance institution or agent may include the notice in the in-
surance policy or certificate.

Section 5. Marketing and Research Surveys.

An insurance institution or agent shall clearly specify those questions dr igncd to obtain infor-
mation solely for marketing or research purposes from an individual in connection with an in-
surance transaction.

Section fi. Content of Disclosure Authorization Forms.

Notwithstanding any other provision of luw of this State, no insurance institution, agent or
insurance-support organization may utilize as its disclosure authorization form in connection
with insurance transactions a form or statement which authorizes <ho disclosure of personal or
privileged information about an individual to the insurance institution, agent or insurance-
support organization unless the form or statement:
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(A) is written in plain language;

(B) is dated,;

(C) specifies the types of persons authorized to disclose information about theindividual;
(D) specifies the nature of the information authorized to be disclosed;

(E) names the insurance institution or agent and identifies by generic reference representatives
of the insurance institution to whom the individual is authorizing information to be dis-
closed,;

(F) specifies the purposes for which the information is collected;

(G) specifies the length of time such authorization shall remain valid, whichshall be no longer
than:

() inthe case of authorizations signed for the purpose of collecting inforination.in connec-
tion with an application for mi insurance policy, a policy reinstatement or a request for
change in policy benefits:

(@ thirty (30) months from the date the authorization is signed if the application or
request involves life, health or disability insurance,

(b) one (1) year from the date the authorization is signed if the application or request
involves property or casualty insurance;

(2) in the case of authorizations signed for the purpose of collecting information in connec-
tion with a claim for benefits under an insurance policy,

(@ the term of coverage of the policy if the claim is for a health insurance benefit,
(b) the duration of the claim if the claim is not for a health insurance benefit; and

(H) advises the individual or a person authorized to act on behalf of the individual thr , the in-
dividual or the individual’'s authorized representative is entitled to receive a copy of the au-
thorization form.

Drafting Note: Thu standard established by this section for disclosure authorization forms i:i intended to supersede any
existing requirements a stnto may have adopted oven if such requirements aro more specific or applicable to particular
authorizations such as medical information authorizations. This section is intended to bo the exclusive statutory stan-
dard for all authorization forms utilized by insurance institutions, agents or insurance-support organizations. This sec-
tion doos not preclude the inclusion of a disclo turo authorization in an application form nor invalidate any disclosure au-
thorizations in effect prior to tho cffcctivo date of this Act. Nor does this section preclude an insurance institution,
agent or insurance-support organization from obtaining, in addition to its own authorization iorm which complies with
this section, an nddit'onal authorization form required by the person from whom disclosure is sought.

Section 7. Investigntive Consumer Reports.

(A) No insurance institution, agent or insurance-support organization may prepare or request
.n investigative consumer report about an individual in connection with .:n insurance trans-
action involving <. application for insurance, a policy renewal, u policy reinstatement or a
change in insuraree benefits unless the insurance institution or agent informs the in-
dividual:

(1) that lie or she may request to be interviewed in connection with the preparation of the
investigative consumer report, and

(2 that upon a request pursuant to section 8, he or she is entitled to receive a copy of the
investigative consumer report.

(B) If un investigative consumer report is to be prepared by an insurance institution or agent,
the insurance institution or agent shall institute reasonable procedures to conduct a per-
sonal interview requested by an individual.
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If an investigative consumer report is to be prepared by an insurance-support organization,
the insurance institution or agent desiring such report shall inform the insurance-support
organization whether a personal interview has been requested by the individual. The
insurance-support organization shall institute reasonable procedures to conduct such inter-
views, if requested.

Section 8. Access to Recorded Personal Information.

If any individual, after proper identification, submits a written request to an insurance in-
stitution, agent or insurance-support organization for access to recorded personal informa-
tion about the individual which is reasonably described by the individual and reasonably
locatable and retrievable by the insurance institution, agent or insurance-support organiza-
tion, the insurance institution, agent or insurance-support organization shall within thirty
(30) business days from the date such request is received:

(1) inform the individual of the nature and substance of such recorded personal informa-
tion in writing, by telephone or by other oral communication, whichever the insurance
insitution, agent or insurance-support organization prefers;

(2) permit the individual to see and copy, in person, such recorded personal information
pertaining to him or Jier or to obtain a copy of such recorded personal information by
mail, whichever the individual prefers, unless such recorded personal information is in
coded form, in which case an accurate translation in plain language shall be provided
in writing;

(3) disclose to the individual the identity, if recorded, of those persons to whom the in-
surance institution, agent or insurance-support organization has disclosed such per-
sonal information within two (2) years prior to such request, and if the identity is not
recorded, the names of those insurance institutions, agents, insurance-support
organizations or other persons to whom such information is normally disclosed; and

(4) provide the individual with a summary of the procedures by which he or she may re-
guest. correction, amendment or deletion of recorded personal information,

Any personal information provided pursuant to subsection (A) above shall identify the
source of the information if such source is an institutional source.

Medical-record information supplied by a mcdical-care institution or medical professional

and requested under subsection (A), together with the identity of the medical professional
or medical care institution which provided such information, shall be supplied either direct-
ly to the individual or to a medical professional designated by the individual and licensed to
provide medical care with respect to the condition to which the information relates, which-
ever the insurance institution, agent or insurance-support organization prefers. If it elects
to disclose the information to a medicul professional designated by tho individual, the in-
surance institution, agent or insurance-support organization shall notify the individual, at
the time of the disclosure, that ¥ has provided the information to the medical professional.

Except for personal information provided under section 10, an insuranco institution, agent
or insurance-s jpport organization may charge a reasonable fee to cover the costs incurred in
providing a copy of recorded personal information to individuals.

The obligations imposed- by this section upon an insurance institution or agent may be
satisfied by another insurance institution or agent authorized to act on >ts behalf. With
respect to the copying and disclosure of recorded personal information pursuant (o a re-
guest under subsection (A), an insurance institution, agent or insurance-support organiza-
tion may make arrangements with an insurance-support organization or a consumer report-
ing agency to copy and disclose recorded personal information on its behalf.

(F) The rights granted to individuals in this section shall extend to all natural persons to tho ex-

tent information about Lh m is collected and maintained by an an insurance institution,
agent or insurance-support organization in connection with an insurance transaction. The
rights granted to all natural persons by this subsection shall not extend to information
about them that relates to and is collected in connection with or in reasonable anticipation
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of a claim or civil or criminal proceeding involving them.

For purposes of this section, the term “insurance-support organization” does not include
“consumer reporting agency” except to the extent this section imposes more stringent
requirements on a consumer reporting agency than other state or federal law.

Section 9. Correction, Amendment or Deletion of Recorded Personal Information.

(A) Within thirty (30) business days from the date of receipt of a written request from an in-

(B)

©

(D)

dividual to correct, amend or delete any recorded personal information about the individual
within its possession, an insurance institution, agent or insurance-support organization
shall either:

(1) correct, amend or delete the portion of the recorded personal information in dispute; or
(2 notify the individual of: «

(@ its refusal to make such correction, amendment or deletion,

(b) the reasons for the refusal, and

(c) the individual's right to file a statement as provided in subsection (C).

If the insurance institution, agent or insurance-support organization corrects, amends or
deletes recorded personal information in accordance with subsection (A)(1) above, the in-
surance institution, agent or insurance-support organization shall so notify the individual
ir. writing und furnish the correction, amendment or fact of deletion to:

(1) any person specifically designated by the individual who may have, within the
preceding two (2) years, received such recorded personal information;

(2) any insurance-support organization whose primary source of personal information is
insurance institutions if the insurance-support organization has systematically re-
ceived such recorded personal information from the insurance institution within the
preceding seven (7) years; provided, however, that the correction, amendment or fact
of deletion need not be furnished if the insurance-support organization no longer main-
tains recorded personal information about tho individual; and

(3) any insurance-support organization that furnished the personal information that has
been corrected, amended or deleted.

Whenever an individual disagrees with an insurance institution's, agent’s or insurance-
support organization’s refusal to correct, amend or delete recorded personal information,
the individual shall bo permitted to file with the insurance institution, agent or insurance-
support organization:

(1) aconcise statement setting forth what tho individual thinks is the correct, relevant or
fair information, and

(2) aconcise statement of the reasons why tho individual disagrees with tho insurance in-
stitution’s, agent’s or insurance-support organization’s rclusul to correct, amend or
delete recorded personal information

In th"-event an individual files either statement as described in subsection (C) above, the in-
surance institution, agent or insurance-support organization shall:

(1) file the statement with the disputed personal information and provide a means by
which anyone reviewing the disputed personal information will be made aware of the
individual’'s statement and have access to it, and

(2 inuny subsequent disclosure by the insurance institution, agent or support organiza-
tion of the recorded personal information that is the subject of disagreement, clearly
identify the matter or matters in dispute and provide the individual's statement along
with the recorded personal information being disclosed, und
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(3) furnish the statement to the persons and in the manner specified in subsection (B)
above.

(E) The rights granted to individuals in this section shall extend to all natural persons to the ex-
tent information about them is collected and maintained by an insurance institution, agent
or insurance-support organization in connection with an insurance transaction. The rights
granted to all natural persons by this subsection shall not extend to information about
them that relates to and is collected in connection with cr in reasonable anticipation of a
claim or civil or criminal proceeding involving them.

(F) For purposes of this section, the term “insurance-support organization” does not include

“consumer reporting agency” except to the extent that this section imposes more stringent
requirements on a consumer reporting agency than other state or federal law.

Section 10. Reasons for Adverse Underwriting Decisions.

(A) In the event of an adverse underwriting decision the insurance institution or agent responsi-
ble for the decision shall:

(1) either provide the applicant, policyholder or individual proposed for coverage with the
specific reason or reasons for the adverse underwriting decision in writing or advise

such person that upop written request he or she may receive the specific reason or
reasons in writing, and

(2 provide the applicant, policyholder or individual proposed for coverage with a sum-
mary of the rights established under subsection (B) and sections 8 and 9 of this Act.

(B) Upon receipt of a written request within ninety (90) business days from the date of the mail-
ing of notice or other communication of nn adverse underwriting decision to an applicant,
policyholder or individual proposed for coverage, the insurance institution or agent shall

furnish to such person within twenty-one (21) business days from the date of receipt of such
written request:

(1) the specific reason or reasons for the adverse underwriting decision, in writing, if such
information wus not initially furnished in writing pursuant to subsection (A)(1);

(2) the specific items of personal and privileged information that support those reasons;
provided, however:

(@ the insurance institution or agent shall not be required to furnish specific items
of privileged information if it has a reasonable suspicion, based upon specific in-
formation available for review by tho Commissioner, that tho applicant,
policyholder or individual proposed for coverage has engaged in criminal activi-
ty, lraud, material misrepresentation or material nondisclosure, and

(b) specific items of medical-record information supplied by a medicnl-caro institu-
tion or medical professional shall bo disclosed either directly to the individual
about whom the information relates or Lo a medical professional designated by
the individual and licensed Lo provide medical care with respect to the condition

to which the information relates, whichever the insurance institution or agent
prefers, and

Drafting Note: Tho exception m paragraph (I()R(U)(t)(n) to tho obligation of an inaurunco institution or agent to
furnish tho specific items of personal and privileged information that support the renHona for an adverse under-
writing decision extends only lo information nhoul criminal activity, fraud, material misrepresentation or
material nondisclosure that is privileged information and not to all information.

(3) the names and addresses of the institutional sources that supplied the specific items of
information pursuant to subsection (B)(2); provided, however, that the identity of any
medicul professional or medicnl-care institution ahull be disclosed either directly to the

individual or Lo tho designated medical professional, whichever the insurance institu-
tion or agent prefers.

(C) The obligations imposed by this section upon an insurance institution or agent may be
satisfied by another insurance institution or agent authorized Lo act on its behalf.
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(D) When an adverse underwriting decision results solely from an oral request or inquiry, the
explanation of reasons and summary of rights required by subsection (A) may be given oral-

ly-
Section 11. Information Concerning Previous Adverse Underwriting Decisions.

No insurance institution, agent or insurance-support organization may seek information in con-
nection with an insurance transaction concerning:

(A) any previous adverse underwriting decision experienced by an individual, or

(B) any previous insurance coverage obtained by ai.' individual through a residual market
mechanism,

unless such inquiry also requests the reasons for any previous adverse underwriting decision or
the reasons why insurance coverage was previously obtained through a residual market
mechanism.

Section 12. Previous Adverse Underwriting Decisions.
No insurance institution or agent may base an adverse underwriting decision in whole or in part:

(A) on the fact of a previous adverse underwriting decision or on the fact that an individual
previously obtained insurance coverage through a residual market mechanism; provided,
however, an insurance institution or agent may base an adverse underwriting decision on
further information obtained from an insurance institution or agent responsible for a
previous adverse underwriting decision;

(B) on personal information received from an insurance-support organization whose primary
source of information is insurance institutions; provided, however, an insurance institution
or agent may base an adverse underwriting decision on further personal information obtain-
ed as the result of information received from such insurance-support organization.

Section 13. Disclosure Limitations and Conditions.

An insurance institution, agent or insurance-support organization shall not disclose any personal
or privileged information about an individual collected or received in connection with an in-
surance transaction unless the disclosure is:

(A) with the written authorization of the individual, provided:

() if such authorization is submitted by nnothor insurance institution, ugent or
insurance-support organization, tho authorization meets tho requirement of section 6
of this Act. or

(2 if such authorization is submitted by a person other than an insurance institution,
ugent or insurance-support organization, the authorization is:

(@ dated,
(b) signed by the individual, and

(c) obtained one (1) year or less prior to the date a disclosure is sought pursuant to
this subsection; or

(B) to a person other than an insurance institution, ugent or insurance-support organization,
provided such disclosure is rcasonubly necessary:

(1) to enable such person to perform a business, professional or insurance function for the
disclosing insurance institution, agent or insurance-support organization and such
person agrees not to disclose the information further without the individual’s written
authorization unless the further disclosure:

(@ would otherwise be permitted by this section if made by an insurance institution,
agent or insurance-support organization, or
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(b) .isreasonably necessary for such person to perform its function for the disclosing
insurance institution, agent or insurance-support organization; or

(2) to enable such person to provide information to the disclosing insurance institution,
agent or insurance-support organization for the purpose of:

(@ determining an individual’s eligibility for an insurance benefit or payment, or

(b) detecting or preventing criminal activity, fraud, material misrepresentation or
material nondisclosure in connection with an insurance transaction; or

to an insurance institution, agent, insurance-support organization, or self-insurer, provided
the information disclosed is limited to that which is reasonable necessary:

(1) to detect or prevent criminal activity, fraud, material misrepresentation or material
nondisclosure in connection with insurance transactions, or

(2) for either the disclosing or receiving insurance institution, agent or insurance-support

organization to perform its function in connection with an insurance transaction in-
volving the individual; or

to a medical-care institution or medical professional for the purpose of:
(1) verifying insurance coverage or benefits,

(@ informing an individual of a medical problem of which the individual may not be
aware, or

(3) conducting an operations or services audit to verify the individuals treated by the
medical professional or at the medical-care institution,

provided only such information is disclosed as is reasonably necessary to accomplish the
foregoing purposes; or

to an insurance regulatory authority; or
to a law enforcement or other governmental authority:

(1) Lo protect tho interests of the insurance institution, agent or insurance-support
organization in preventing or prosecuting the perpetration of fraud upon it, or

(2 if the insurance institution, agent or insurance-support organization reasonably
believes that illegal activities have been conducted by the individual; or

otherwise permitted or required by law; or

in response to a facially valid administrative or judicial order, including a search warrant or
subpoena; or

made for the purpose of conducting actuarial or research studies, provided:
(1) no individual may be identified in any actuarial or research report,

(20 materials allowing the individual to be identified are returned or destroyed as soon as
they are no longer needed, and

(3) the actuarial or research organization agrees not to disclose the information unless the
disclosure would otherwise be permitted by this section if made by an insurance in-
stitution, agent or insurance-support organization; or

to a party or representative of a purty to a proposed or consummated sale, transfer, merger
or consolidation of all or part of the business of the insurance institution, agent or
insurance-support organization, provided:
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(1) prior to the consummation of the sale, transfer, merger or consolidation only such in-
formation is disclosed as is reasonably necessary to enable the recipient to make
business decisions about the purchase, transfer, merger or consolidation, and

(2) the recipient agrees not to disclose the information unless the disclosure would other-
wise be permitted by this section if made by an insurance institution, agent or
insurance-support organization; or

to a person whose only use of such information will be in connection with the marketing of a
product or service, provided:

(1) no medical-record information, privileged information, or personal information relat-
ing to an individual’s character, personal habits, mode of living or general reputation
is disclosed, and no classification derived from such information is disclosed,

(2) the individual has been given an opportunity to indicate that he or she does not want
personal information disclosed for marketing purposes and has given no indication
that he or she does not want the information disclosed, and

(3) the person receiving such information agrees not to use it except in connection with
the marketing of a product; or service; or

to an affiliate whose only use of the information will be in connection with an audit of the in-
surance institution or agent or the marketing of an insurance product or service, provided
the affiliate agrees not to disclose the information for any other purpose or to unaffiliated
persons; or

by a consumer reporting agency, provided the disclosure is to a person other than an in-
surance institution or agent; or

to a group policyholder for the purpose of reporting claims experience or conducting an
audit of the insurance institution’s or agent’s operations or services, provided the informa-
tion disclosed is reasonably necessary for the group policyholder to conduct the review or
audit; or

to a professional peer review organization for the purpose of reviewing the service or con-
duct of a medical-care institution or medical professional; or

to a governmental authority for the purpose of determining the individual's eligibility for
health benefits for which governmental authority may be liable; or

to a certificaleholdcr or policyholder lor the purpose of providing information regarding the
stmus of an insurance transaction.

Section 14. Power of Commissioner.

(A)

(B)

Tho Commissioner shall have power to examine and investigate into the affairs of every in-
surance institution or agent doing business in this State to determine whether the in-
surance institution or agent has been or is engaged in any conduct in violation of this Act.

The Commissioner shall have the power to examine and investigate into the affairs of every
insurance-support organization acting on behalf of an insurance institution or agent which
cither transacts business in this Stute or transacts business outside this State that has an
effect on a person residing in this State in order to determine whether such insurance-
support organization has been or is engaged in any conduct in violation of this Act.

Section 15. Hearings, Witnesses, Appearances, Production of Books and Service of Process.

(A)

Whenever the Commissioner has reason to believe that an insurance institution, agent or
insurance-support organization has been or is engaged in conduct in this State which
violates this Act, or if the Commissioner believes that an insurance-support organization
bus been or is engaged in conduct outside this State which has an effect on a person residing
in Lliia State and which violates this Act, the Commissioner shall issue and serve upon such
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insurance institution, agent or in jrance-support organization a statement of charges and
notice of hearing to be held at a f .ne and place fixed in the notice. The date for such hearing
shall be not less than (insert number) days after the date of service.

At the time and place fixed for such hearing the insurance institution, agent or insurance-
support organization charged shall have an opportrnity to answer the charges against it
and present evidence on its behalf. Upon good cause shown, the Commissioner shall permit

any adversely affected person to intervene, appear and be heard at such hearing by counsel
or in person.

At any hearing conducted pursuant to this section the Commissioner may administer
oaths, examine and cross-examine witnesses anci receive oral and documentary evidence.
The Commissioner shall have tbi power to subpoena witnesses, compel their attendance
and require the production of books, papers, records, correspondence and other documents
which are relevant to the hearing. A stenographic record of the hearing shall Lt made upon
the request of any party or at the discretion of the Commissioner. If no stenographic record
is made and if judicial review is sought, the Commissioner shall prepare a statemtnt of the
evidence for use on the review. Hearings conducted under this section shall be governed by

the same rules of evidence and procedure applicable to adminstrative proceedings con-
ducted under the laws of this State.

Statements of charges, notices, orders and other processes of the Commissioner under this
Act may be served by anyone duly authorized to act on behalf of the Commissioner. Service
of process may be completed in the manner provided by law for service of process in civil ac—
tions or by registered mail. A copy of the statement of charges, notice, order or other pro-
cess shall be provided to the person or persons whose rights under this Act have been
allegedly violated. A verified return setting forth the manner of service, or return postcard
receipt in the case of registered mail, shall be sufficient proof of service.

Section 1G. Service of Process—Insuronce-Support Organizations.

For the purpose of this Act, an insurance-support organization transacting business cutside this
State which has an effect on a person residing in this State shall be deemed to have appointed the
Commissioner to accept service of process on its behalf, provided the Commissioner causes a
co' y of such service to be mailed forthwith by registered mail to the insurance-support organiza-
tion at its last known principu! place of business. The return postcard receipt for such mailing
shall be sufficient proof that the some was properly mailed by the Commissioner.

Section 17. Cense and Desist Orders and Reparts.

(A)

(Bt

©

If, after a hearing pursuant to section 15, tho Commissioner determines that the instance
institution, agent or insurance-support organization charged has engaged in conduct or
practices in violation of this Act, the Commissioner shall reduce his or her findings to
writing and shull issue and cause to be served upon such insurance institution, "‘onl or
insurance-support organization a copy of such findings and un order requiring .uch in-
surance institution, agent or insurance-support organization to lease and desist from the
conduct or practices constituting a violation of this Act.

If, after a hearing pursuant to section 15. the Commissioner determines that the insurance
institution, agent or insurance-support organization charged has not engaged in conduct or
practices in violation of this Act. the r’~uiinissioner shall prepare a written report which
sets forth findings of fuctluid conclusions of luw. Such report shall be served upon the in-
surance institution, agent or insurance-support organization charged and upon the person
or persons, if any, whose rights under this Act were ullegedly violated.

Until the expiration of tho time allowed under section 19 of this Act for filing a petition for
review or until such petition is actually filed, whichever occurs first, the Commissioner may
modify or set aside any order or report issued under this section. After the expiration of the
time allowed under section 19 of this Act for filing a petition for review, if no such petition
has been duly filed, the Commissioner may, after notice and opportunity for hearing, alter,
modify or set aside, in whole or in part, any order or report issued under this section when-
ever conditions of fact or law warrant such action or il ‘he public interest so requires.
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Section 18. Penalties.

(A)

(B)

In any case where a hearing pursuant to section 15 results in the finding of a knowing viola-
tion of this Act, the Commissioner may, in addition to the issuance of a cease and desist
order as prescribed in section 17, order payment of a monetary penalty of not more than
(S500) for each violation but not to exceed (510,000) in the aggregate for multiple violations.

Any person who violates a cease and desist order of the Commissioner under section 17 of
this Act may, after notice and hearing and upon order of the Commissioner, be subject to
one or more of the following penalties, at the discretion of the Commissioner:

(1) a monetary fine of not more than (510,000) for each violation,

(2) a monetary fine of not more than (550,000) if the Commissioner finds that violations
have occurred with such frequency as to constitute a general business practice, or

(3) suspension or revocation of an insurance institution's or agent’s license.

Section 19. Judicial Review of Orders and Reports.

(A)

(B)

©

(D)

Any person subject to an order of the Commissioner under section 17 or section 18 or any
person whose rights under thfs Act were allegedly violated may obtain a review of any order
or report of the Commissioner by filing in the (insert title) court of (insert county) county,
within (insert number) days from the date of the service of such order or report, a written
petition requesting that the order or report of the Commissioner be set aside. A copy of such
petition shall be simultaneously served upon the Commissioner, who shall forthv/ith certify
and file in such court a transcript of the entire record of the proceeding giving rise to the
order or report which is the subject of the petition. Upon filing of the petition and transcript
the (insert title) court shall have jurisdiction to make and enter a decree modifying, affirm-
ing or reversing any order or report of the Commissioner, in whole or in part. The findings of
the Commissioner as to the facts supporting any order or report, if supported by clear and
convincing evidence, shall be conclusive.

To the extent an order or report of the Commissioner is affirmed, the court shall ssue its
own order commanding obedience to the terms of the order or report of the Comm, ssioner.
If any party affected by an order or report of the Commissioner shall apply to the court for
leave Lo produce additional evidence and shall show to the satisfaction of the court that
such additional evidence is materi.il and thut there are reasonable grounds for tho failure to
produce such evidence in prior proceedings, the court may order such additional evidence to
bo taken before the Commissioner in such mnnner and upon such terms and conditions us
the court may deem proper. The Commissioner may modify his or her findings of fact or
make new findings by reason of the additional evidence so taken and shall file such modified
or new findings along with any recommendation, if any, for the modification or revocation
of a previous order or report. If supported by clear and convincing evidence, the modified or
new findings shall ho conclusive as to the mutters containe t therein.

An order or report issued by the Commissioner under sections 17 or 18 shall become .inu!:

(1) up' .i the expiration of tho time allowed for the filing of a petition for review, if no such
petition has been duly filed; except thut the Commissioner may modify or set aside an
order or report to the extent provided in section 17(C), or

(2) udon a final decision of the (insert tiLlc) court if tho court directs that the order or
report of the Commissioner he affirmed or tho petition for review dismissed.

No order or report of the Commissioner under this Act or order of u court to enforce the
suine shall in any way relieve or ahsolve any person affected hy such order or report from
any liability under uny law jf this Stalo.

.Section 20. Individual Remedies.

(A)

If any insurance institution, agent or insurance-support organization fails to comply with
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sections 8, 9 or 10 of this Act with i spect to the rights granted under those sections, any
person whose rights are violated may apply to the (insert title) court of this State, or any
other court of competent jurisdiction, for appropriate equitable relief.

(B) An insurance institution, agent or insurance-support organization which discloses informa-
tion in violation of section 13 of this Act shall be liable for damages sustained by the in-
dividual about whom the information relates; provided, however, that no individual shall be
entitled to a monetary award which exceeds the actual damages sustained by the individual
ts a result of a violation of section 13 of this Act.

(C) In any action brought pursuant to this section, the court may award the cost of the action
and reasonable attorney’s fees to the prevailing party.

(D) An action under this section must be brought within two years from the date the alleged
violation is or should have been discovered.

(E) Except as specifically provided in this section, there shall be no remedy or recovery avail-
able to individuals, in law or in equity, for occurrences constituting a violation of nny provi-
sions of this Act.

Section 21. Immunity.

No cause of action in the nature of defamation, invasion of privacy or negligence shall arise
against any person for disclosing personal or privileged information in accordance with this Act.
nor shall such a cause of action arise against any person for furnishing personal or privileged in-
formation to an insurance institution, agent or insurance-support organization; provided,
however, this section shall provide no immunity for disclosing or furnishing false information
with malice or willful intent lo injure any person.

Section 22. Obtaining Information Under False Pretenses.

Any person who knowingly and willfully obtuins information about an individual from an in-
surance institution, agent or insurance-support organization under false pretenses shall be fined
not more than (810,000) or imprisoned for not more than one (1) year, or both.

Section Severability.

If nny provisions of this Act or the application thereof to any person or circumsla: ce is for any
reason held to be invalid, tho remainder of the Act and the application of such provision Lo other
persons or circumstances shall not bo affected thereby.

Section 24. Effective Date.

(A) This Act shall Lake effect on (insert a date which allows at least a one (1) year interval be-
tween the date of enactment and the effective date).

(13) The rights granted under sections b, 9 and 13 of this Act shall take effect on (insert effective

date) regardless of the date of tho collection or receipt of the information which is the sub-
ject of such sections.

Legislative History (all references are to Proceedings of Lho NA1C)

1080 NA I C I'rtic. 1

1080 Proc. I



§ 21.12.080 Alaska Statutes § 21.12.090

(14) miscellaneous: insurance against any other kind of loss,
damage, or liability properly a subject of insurance and not within
another kind of insurance as defined in this chapter, if the insur-
ance is not disapproved by the director as being contrary to law

or public policy.

(b) Provision of medical, hospital, surgical, and funeral bene-

fits, and of coverage against accidental death or injury, as inci-
dental to and part of other insurance as stated under (a) (1), (2),
(4), and (10) of this section, shall for all purposes be considered
to be the same kind of insurance to which it is incidental, and
shall not be subject to provisions of this title applicable to life

or disability insurances. (§ 1ch 120 SLA 1966)
ALR references.—Vnlidity of auto- ALR 377; 13 Al.it 135; 19 ALR 879;
mobile liability insurance policy, 6 23 ALR 879; 41 ALR COS.

Sec. 21.12.080. Surety insurance defined. Surety insurance in-
cludes

(1) fidelity insurance, which is insurance guaranteeing the
fidelity of persons holding positions of public or private trust;

(2) insurance guaranteeing the performance of contracts, other
than insurance policies, and guaranteeing and executing bonds,
undertakings, and contracts of suretyship;

(3) insurance indemnifying banks, bankers, brokers, financial
or moneyed corporations or associations against loss, resulting
from any cause, of bills of exchange, notes, bonds, securities, evi-
dences of debt, deeds, mortgages, warehouse receipts or other
valuable papers, documents, money, precious metals and articles
mue therefrom, jewelry, watches, necklaces, bracelets, gems,
precious and semiprecious stones, including loss while being trans-
ported in armored motor vehicles or by messenger, but not in-
cluding any other risks of transportation or navigation; also in-
surance against loss or damage to an insured's premises or to his
furnishings, fixtures, equipment, safes, and vaults therein, caused
by burglary, robbery, theft, vandalism, or malicious mischief, or
attempted burglary, robbery, theft, vandalism, or malicious mis-
chief. (§ 1ch 120 SLA 1966)

Am. Jiir. ami C.J.S. references.—

29 Am. .lItir., Suretyship, § 324 et seq.

44 C.J.S. Insurance § 891.

Sec. 21.12.090. Marine, wet marine and transportation insurance
defined, (a) "Marine insurance” includes

(1) insurance against any and all kinds of loss or damage

(A) vessels, craft, aircraft, cars, automobiles and /chicles of
every kind, as well as all goods, freights, cargoes, merchandise,
effects, disbursements, profits, money, bullion, precious stones,
securities, choses in action, evidences of debt, valuable papers,
bottomry and respondentia interests and all other kinds of prou-
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