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Senator Bill Ray, Chairman 

Senate Judiciary Committee 

Alaska State Legislature 

Juneau, Alaska

Re: CSHB 505

Dear Bill

1 really haven't knocked myself out researching the captioned bill. (Guy is 

hors de combat with a bum back and I have no idea when he'll be back.) In any 

event, here is all kinds of backup, consisting primarily of a section by section 
analysis prepared, I assume, by the Division of Insurance.

I have also attached a letter of recommendation and support from Commissioner 
L y o n .

It would be my thought that, if you turned the bill lose, you watch to see when 

Senator Faiks is going to calendar it and then arrange to hav~ distribution of 

the attachments made a day or so before the bill hits the f c

Very truly yours,

Robert H. Ziegler, Sr 

R H Z :1k

Attachments
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CSHB 505 (Jud)

An Act Relating to Insurance; and providing for an effective date.

E S 2 2 3

/ T s m9
E 2 E 3

The Administration is in favor of CSHB 505 (Jud). The Division of Insur­

ance considers this bill as one of its priority items of legislation.

. The proposal has three principal features:
#•

1. The bill consolidates a variety of criminal provisions found through­

out the Insurance Code (Title 21) into one section. The language now 

comports with criminal code changes of a few years ago. No new 

criminal acts have been added, but there are a few that have been up­
graded.

2. A number of new administrative penalties have been added to the 

code. Presently, any violation of the Insurance Code is a criminal 

act. However, violations are not necessarily subject to administra­

tive remedy. Since the criminal prosecutor is less than enamored 

with pursuing a misdemeanor, the violator in a number of cases can 

continue to act without criminal or civil repercussions. This bill 

would change that by creating a general civil penalty and by upgrad­

ing the level of penalty that can be applied. The penalties were 

last revised in 1966.
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3. The third feature of the bill (Secs. 21.36.380 - 410, on pages 9 and 

10) basically tracks a model bill by the National Association of 

Insurance Commissioners. It deals w ith a growing concern amongst 

■nsurance regulators about data sought ruring investigations of 

criminal activities. In recent months, a number of fraud investiga­

tions have commenced in the west. The Division of Insurance is par­

ticipating in some of these. One of the challenges faced is that 

there is no immunity available for persons sharing or providing 

information. This fact has impeded a number of investigations across 

the country. In some cases, other insurance regulators are willing 

to act as our agent in securing data, but have no protection when and 

if they do so. This bill would provide that protection. It would 

also require insurers to apprise the Director of any suspected crimi­

nal activity and extend an immunity for providing that Information.

This legislation has the potential to substantially reduce the effective­

ness of persons engaged in insurance criminal activity in this state or 

relating to this state.

Richard A. Lyon, Commissioner 

Department of Commerce & Economic 

Development



SECTION BY SECTION ANALYSIS  OF CSHB 505 ( Ju d )  5 / 1 /8 4

T h i s  p r o p o s a l . w h i l e  l e n g t h y ,  i s  a r e l a t i v e l y  s t r a i g h t f o r w a r d  c l e a n u p  and  
u p d a t e  o f  t h e  p e n a l t y  p r o v i s i o n s  i n  t h e  i n s u r a n e e  c o d e .  Th e  f i r s t  
f u n c t i o n  o f  t h i s  b i l l  i s  t o  c o n s o l i d a t e  t h e  c r i m i n a l  p e n a l t i e s  o f  t h e  
i n s u r a n c e  c o d e  i n  a s i n g l e  s e c t i o n .  S e c . 2 1 . 3 6 . 3 5 0 .  T h e r e  a r e  no NEU 
c r i m i n a l  p e n a l t i e s  c r e a t e d ,  b u t  t h e r e  a r e  some u p g r a d e s .  C u r r e n t l y ,  a n y  
v i o l a t i o n  o f  T i t l e  21 ( t h e  i n s u r a n c e  c o d e ) ,  i s  a m is d e m e a n o r  u n l e s s  
o t h e r w i s e  s p e c i f i c a l l y  l a b e l e d .

T h e  s e c o n d  f u n c t i o n  o f  t h i s  b i l l  i s  t o  e s t a b l i s h  an a d m i n i s t r a t i v e  
p e n a l t y  f o r  a n y  v i o l a t i o n  c f  t h e  i n s u r a n c e  c o d e .  In many c a s e s  t h e r e  i s  
no a d m i n i s t r a t i v e  o r  c i v i l  p e n a l t y  f o r  a v i o l a t i o n  o f  t h e  c o d e .  T h i s  
means t h a t  t h e  v i o l a t o r  g e t s  away w i t h  t h e  a c t ,  s i n c e  a d i s t r i c t  a t t o r n e y  
i B  g o i n g  t o  be  l e s s  th a n  en a m o red  w i t h  p r o s e c u t i n g  a s  a m isd em ean or  some  
o f  t h e  t e c h n i c a l  v i o l a t i o n s  we s e e  i n  t h e  a d m i n i s t r a t i o n  o f  th e  c o d e .
T h i s  b i l l  s e t 3  up a d u a l  c o u r s e ,  w h ere  an a d m i n i s t r a t i v e  remedy and a 
c r i m i n a l  remedy w i l l  be a v a i l a b l e  f o r  any  v i o l a t i o n  o f  t h e  c o d e .  T h i s  i s  
a c c o m p l i s h e d  by  c h a n g i n g  a l l  t h e  p r e s e n t  c r i m i n a l  l a n g u a g e  to  c i v i l  
p e n a l t y  l a n g u a g e .  In d o i n g  t h i 3 ,  t h e  p e n a l t y  l e v e l s ,  w h i c h  h a v e  n o t  been  
c h a n g e d  s i n c e  1965,  h a v e  b e e n  r e v i e w e d  and u p g r a d e d .  L a n g u a g e  t o  c l a r i f y  
t h a t  a h e a r i n g  mu3t be h e l d  b e f o r e  i m p o s i t i o n  o f  p e n a l t i e s  uaa a d d e d  i n  
H o u s e  J u d i c i a r y

Th e  t h i r d  e l e m e n t  o f  t h i s  b i l l  d e a l s  w i t h  a g r o w i n g  c o n c e r n  am ongst  
i n s u r a n c e  r e g u l a t o r s  c o n c e r n i n g  i n f o r m a t i o n  s o u g h t  d u r i n g  i n v e s t i g a t i o n s  
o f  c r i m i n a l  a c t i v i t i e s .  In r e c e n t  m onths  a number o f  f r a u d  i n v e s t i g a t i o n s  
h a v e  commenced i n  t h e  w e s t ,  some i n  w h i c h  o u r  d i v i s i o n  i s  p a r t i c i p a t i n g .  
Th e  c h a l l e n g e  we c u r r e n t l y  f a c e  i s  t h a t  t h e r e  i s  no im m u n i t y  a v a i l a b l e  
f o r  p e r s o n a  s h a r i n g  o r  p r o v i d i n g  i n f o r m a t i o n .  T h i s  f a c t  h a s  im peded  a 
number  o f  i n v e s t i g a t i o n s  a c r o s s  t h e  c o u n t r y .  In some c a s e s  o t h e r  
i n s u r a n c e  r e g u l a t o r s  a r e  w i l l i n g  t o  a c t  a s  o u r  a g e n t  i n  s e c u r i n g  
i n f o r m a t i o n  b u t  h a v e  no p r o t e c t i o n  i f  t h e y  do s o .  P r e s e n t l y  two s t a t e s  
h a v e  a d o p t e d  l e g i s l a t i o n  t h a t  d e a l s  w i t h  t h i s  i s s u e .  We h a v e  u s e d  a model  
t h a t  t r a c k s  a N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  m o d e l .

S e c t i o n  1. P a g e  1. l i n e s  9 - 1 6 .
T h i s  i s  a new c i v i l  p e n a l t y  s e c t i o n  t h a t  f i n e s  an i n s u r e r  who f a i l s  to  
s u b m i t  i t s  a n n u a l  f i n a n c i a l  s t a t e m e n t  when d u e .  I t  a l s o  g i v e s  t h e  
d i r e c t o r  t h e  a u t h o r i t y  to  s u s p e n d  t h e  a c t i v i t i e s  o f  an  i n s u r e r  uho f a i l s  
to  s u b m i t  t h e  s t a t e m e n t  when d u e .  Th e  c o n c e r n  h e r e  i s  t h a t  th e  s t a t e m e n t  
i s  t h e  d i r e c t o r ' s  p r i n c i p a l  t o o l  i n  d e t e r m i n i n g  t h e  f i n a n c i a l  h e a l t h  o f  
an i n s u r e r  and i t s  a b s e n c e  l e a v e s  t h a t  h e a l t h  i n  q u e s t i o n .

S e c t i o n  2 .  Page  1. l i n e s  1 7 -2 6 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  Th e  s e c t i o n  d e a l s  w i t h  
v i o l a t i o n s  o f  AS 2 1 . 0 9 . 2 2 0 - 2 5 0 .  u h i c h  i s  t h e  s e c t i o n  on th e  
c o u n t e r s i g n a t u r e  law w h i c h  i s  i n  t h e  p r o c e s s  o f  r e p e a l ,  and w i t h  w r i t i n g  
t h r o u g h  u n l i c e n s e d  a g e n t s .  The  c u r r e n t  c r i m i n a l  p e n a l t y  i e  t r a n s f e r r e d  to  
S e c t i o n  10 [ s e e  S e c . 2 1 . 3 6 . 3 6 0 ( 1 ) 1 .



S e c t i o n  3 .  P a g e  1> l i n e s  2 7 - 2 9  h. p a g e  2.  l i n e s  1 -11 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  AS 2 1 . 2 2  i s  t h e  i n s u r a n c e  
h o l d i n g  com pany  a c t  w h i c h  13 c o n c e r n e d  w i t h  t h e  a c q u i s i t i o n  o f .  c o n t r o l  
o f .  o r .  m e r g e r  w i t h  a d o m e s t i c  i n s u r a n c e  co m p a n y .  The  c u r r e n t  c r i m i n a l  
p e n a l t y  i s  t r a n s f e r r e d  to  S e c t i o n  10 C s e e  S e c .  2 1 . 3 6 . 3 6 0 ( h ) ] ,

S e c t i o n  4 .  P ag e  2. l i n e s  1 2 - 1 7 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  AS 2 1 . 2 7  i s  t h e  i n s u r a n c e  
a g e n t s ,  b r o k e r s ,  s o l i c i t o r s ,  and  a d j u s t e r s  l i c e n s i n g  a c t .  Th e  c u r r e n t  
c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( j )3 .

j i

S e c t i o n  5 .  P a g e  2 . l i n e s  1 8 -2 4 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  r e p o r t i n g  o f  
p re m iu m s  t o  an i n s u r e r  by  a l i c e n s e e .  The  c u r r e n t  c r i m i n a l  p e n a l t y  i s  
t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  2 1 . 3 6 . 3 5 0 ( n ) 3.

S e c t i o n  6 .  P a g e  2. I i n e 3  2 5 - 2 9  £< p a g e  3 ,  l i n e s  1 -4 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  ! t  i s  c o n c e r n e d  w i t h  t h e  
m o n ie s  a l i c e n s e e  r e c e i v e s  a s  premium from an i n s u r e d  o r  a s  r e t u r n  
prem ium  from an i n s u r e r .  T h e s e  a r e  t r u s t  fu n d 3  and t h e i r  m i s u s e  o r  
m i s a p p r o p r i a t i o n  i s  a m a t t e r  o f  p a r t i c u l a r  c o n c e r n  to  th e  d i v i s i o n .  Th e  
c u r r e n t  c r i m i n a l  p r o v i s i o n  i s  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  5ec:. 
2 1 . 3 5 . 3 6 0 ( b ) (5) 3.

S e c t i o n  7. P a g e  3. I i n e 3  5 - 1 7 .
T h i s  s e c t i o n  d e a l 3  w i t h  t h e  p e n a l t i e s  f o r  v i o l a t i o n  o f  th e  l i c e n s i n g  law.  
Th e  p r i n c i p a l  c h a n g e  h e r e  i 3  an u p g r a d i n g  o f  th e  amount o f  p e n a l t y .

S e c t i o n  8 .  P a g e  3. l i n e s  1 8 -2 7 .
T h i s  s e c t i o n  u p g r a d e s  th e  f i n e  a p p l i e d  i n  l i e u  o f  s u s p e n s i o n ,  r e v o c a t i o n ,  
o f  r e f u s a l  to  r e n e u  a l i c e n s e  f rom $500 to  $2500 .

S e c t i o ' i  9 .  P a g e  3, l i n e s  2 8 - 2 9  p ag e  4. l i n e s  1 -9 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  p e r s o n s  
r e f u s i n g  e x a m i n a t i o n  by t h e  d i r e c t o r  o f  t h e i r  a c t i v i t i e s  i n  t h e  s u r p l u s  
l i n e s  m a r k e t .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  13 t r a n s f e r r e d  to  S e c t i o n  10 
[ s e e  S e c .  2 1 . 3 6 . 3 6 0 ( 1 ) 3 .

S e c t i o n  10. P age  4, l i n e s  1 0 -2 9 .  a l l  o f  p a g e s  5 - 9  &< page  10. l i n e s  1 -21 .  
T h i 3  s e c t i o n  c e n t r a l i s e s  th e  c r i m i n a l  p r o v i s i o n s  o f  th e  i n s u r a n c e  c o d e .  
Th e  c h a p t e r  i n t o  w h i c h  t h i s  h a s  been  i n s e r t e d  i s  th e  t r a d e  p r a c t i c e s  and  
f r a u d s  c h a p t e r ,  a l o g i c a l  p l a c e  to  l o o k  f o r  t h e s e  p r o v i s i o n s .  T h e  new 
s e c t i o n  a l s o  d e a l s  w i t h  i n v e s t i g a t i o n  i n f o r m a t i o n  c o n f i d e n t i a l i t y  and  
i m m u n l t y .

S e c  2 1 . 3 6 . 3 6 0 ( a ) .  P age  4, l i n e s  1 0 -16 .
T h i s  s u b s e c t i o n  p r o h i b i t s  f r a u d u l e n t  and c r i m i n a l  a c t s  and p r o v i d e s  t h a t



t h e  c r i m i n a l  p e n a l t i e s  a r e  i n  a d d i t i o n  t o  c i v i l  p e n a l t i e s .  We h a v e  made a 
d i s t i n c t i o n  b e te w e e n  f r a u d u l e n t  and c r i m i n a l  b e c a u s e  o f  t h e  c o n n o t a t i o n  
a s s o c i a t e d  w i t h  th e  te rm  " f r a u d u l e n t " .  Th e  word a s  u s e d  i n  t h i s  s e c t i o n  
g e n e r a l l y  means t o  i n t e n t i o n a l l y  i n j u r e ,  d e f r a u d ,  o r  d e c e i v e .

S e c  2 1 . 3 6 . 3 6 0 ( b ) ( 1 ) .  P a g e  4 ,  l i n e s  1 7 - 2 2 .
T h i s  s e c t i o n  i s  d rawn from t h e  c u r r e n t  AS 2 1 . 3 6 . 1 8 0 ( a ) .  w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22. No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 5 . 3 6 0 ( b ) ( 2 ) - ( 3 ) .  P a g e  4. l i n e s  2 3 - 2 9  & p a g e - S ,  l i n e s  1 -2 .
T h e s e  s e c t i o n s  a r e  d rawn  from t h e  c u r r e n t  AS 2 1 . 3 6 . 2 0 0 ,  w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22 .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 5 0 ( b ) ( 4 ) .  P a g e  5. I i n e 3  3 - 9 .
T h i s  s e c t i o n  i s  d rawn  from t h e  : u r r e n t  AS 2 1 . 3 6 . 1 8 0 ( b ) ,  w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22. No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 5 0 ( b ) ( 5 ) .  P a g e  5 .  l i n e s  1 0 -1 2 .
T h i 3  s e c t i o n  i s  d rawn  from t h e  c u r r e n t  AS 2 1 . 2 7 . 3 6 0 ( c )  w h i c h  i s  amended  
i n  S e c t i o n  6 .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 5 0 ( b ) ( 6 ) .  P age  5 ,  l i n o s  13-14 .
T h i s  s e c t i o n  e f f e c t i v e l y  u p g r a d e s  th e  c r i m i n a l  o f f e n s e  o f  f a i l i n g  t o  pay  
a t a x  l i a b i l i t y  u n d e r  t h i s  t i t l e ,  d e p e n d i n g  on t h e  amount th e  p e r s o n  h a s  
f a i l e d  to  p a y .  I t  i s  c u r r e n t l y  a m is d e m e a n o r  u n d e r  t h e  g e n e r a l  p e n a l t y  
s e c t i o n  o f  th e  i n s u r a n c e  c o d e .  AS 2 1 . 9 0 . 0 2 0 .

S e c  2 1 . 3 6 . 3 5 0 ( c ) .  P a g e  5 ,  l i n e s  15-23 .
T h i s  s e c t i o n  i s  d rawn  from t h e  c u r r e n t  AS 2 1 . 6 9 . 0 6 0  w h i c h  i s  amended i n  
S e c t i o n  14. I t  d e a l 3  w i t h  s o l i c i t a t i o n  to  form an i n s u r e r  w i t h o u t  a 
s o l i c i t a t i o n  p e r m i t .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( d ) - ( e ).  P a g e  5 ,  1 i n o s  2 4 - 2 9  h  page  6 ,  l i n e s  1 -5 .
T h e s e  s e c t i o n s  a r e  d rawn  from th e  c u r r e n t  AS 2 1 . 0 6 . 1 7 0 ( e )  w h i c h  i s  
r e p e a l e d  i n  S e c t i o n  22.  and d e a l s  w i t h  p e r j u r y  i n  an e x a m i n a t i o n ,  
i n v e s t i g a t i o n  o r  h e a r i n g  o f  th e  d i v i s i o n .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( f ) .  Page  6 .  l i n e s  6 - 1 0 .
T h i s  s e c t i o n  i s  drawn from th e  c u r r e n t  AS 2 1 . 6 9 . 2 1 0  and d e a l s  w i t h  f a l s e  
a c c o u n t s ,  d o c u m e n ts ,  o r  a d v e r t i s e m e n t s  i n  f o r m i n g  an i n s u r e r .  S e e  S e c t i o n  
15. No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( g ) .  Pago  6 .  l i n e s  1 1 -14 .
T h i s  s e c t i o n  i s  d rawn  from th e  c u r r e n t  AS 2 1 . 6 9 . 3 9 0  and d e a l s  w i t h  t h e  
rem ov a l  o r  c o n c e a l m e n t  o f  r e c o r d s  o f  a d o m e s t i c  i n s u r e r .  S e e  S e c t i o n  16. 
No s u b s t a n t i v e  c h a n g e .



S e c  2 1 . 3 5 . 3 5 0 ( h ) .  P a g e  5. l i n e s  15—15.
T h i s  s e c t i o n  i s  d rawn  f r c m  t h e  c u r r e n t  AS 2 1 . 2 2 . 1 7 0  and d e a l s  w i t h  
i n s u r a n c e  h o l d i n g  c o m p a n i e s .  S e e  S e c t i o n  3. No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 5 . 3 5 0 ( i ) .  P a g e  6 ,  l i n e s  17—28.
T h i s  s e c t i o n  i s  d rawn  from t h e  c u r r e n t  AS 2 1 . 0 9 . 2 5 0 - 2 5 0  and d e a l s  w i t h  
t h e  w r i t i n g  o f  b u s i n e s s  by i n s u r a n c e  c o m p a n i e s  t h r o u g h  p e r s o n s  n o t  
l i c e n s e d  by  t h i 3  s t a t e .  S e e  S e c t i o n  2 .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 .  360 ( j ) . P age  6 ,  l i n e  29 h. page  7 .  l i n e s  1 -12 .
T h i s  s e c t i o n  i s  d rawn  from t h e  c u r r e n t  AS 2 1 . 2 7 . 0 1 0 ( d ) ,  AS 2 1 . 6 6 . 1 6 0 ,  and 
AS 2 1 . 8 4 . 4 2 0 ( a )  and d e a l s  w i t h  a g e n t s ,  b r o k e r s ,  s o l i c i t o r s ,  and a d j u s t o r s  
l i c e n s i n g .  S e e  S e c t i o n s  4 ,  12, and  18. No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 < k ).  Page  7 ,  l i n e s  1 3 -2 1 .
T h i s  s e c t i o n  13 d rawn  from t h e  c u r r e n t  AS 2 1 . 2 7 . 3 7 0  i n  th e  l i c e n s i n g  
c h a p t e r  w h i c h  r e q u i r e s  a l l  p a r t i e s  to  t h e  i n s u r a n c e  t r a n s a c t i o n  h a v e  th e  
a p p r o p r i a t e  1 \ .n a e .  The  p e n a l t y  i 3  d raw n  from t h e  g e n e r a l  p e n a l t y  
s e c t i o n ,  AS 2 1 . 9 0 . 0 2 0 .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( 1 ) .  Page  7 ,  l i n e s  2 2 - 2 6 .
T h i s  s e c t i o n  i s  d rawn from t h e  c u r r e n t  AS 2 1 . 3 3 . 3 2 0  d e a l i n g  w i t h  
e x a m i n a t i o n  o f  s u r p l u s  l i n e s  t r a n s a c t i o n s .  S e e  S e c t i o n  9 .  No s u b s t a n t i v e  
c h a n g e .

S e c  21 . 36 .  360 (m) . Page  7, 1 i n e a  2 7 - 2 9  £< p ag e  8. l i n e  1.
T h i s  s e c t i o n  i s  drawn from t h e  c u r r e n t  AS 2 1 . 6 9 . 5 1 0 ( a )  d e a l i n g  w i t h
u n a u t h o r i s e d  d i v i d e n d s  o f  a d o m e s t i c  i n s u r e r .  S e e  S e c t i o n  17. No 
s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 5 0 ( n ) .  Page  0 ,  l i n o s  2 - 6 .
T h i s  s e c t i o n  i s  d rawn from t h e  c u r r e n t  AS 2 1 . 2 7 . 3 6 0  d e a l i n g  w i t h  a g e n t s  
and b r o k e r s  t r u s t  a c c o u n t s .  S e e  S e c t i o n  5 .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( o ).  Pago 8 .  l i n e s  7 - 1 0 .
T h i 3 s e c t i o n  i s  d rawn  from th e  c u r r e n t  AS 2 1 . 3 6 . 2 0 0  u h i c h  i s  r e p e a l e d  i n
S e c t i o n  21 .  I t  d e a l s  w i t h  r a i s e  a p p l i c a t i o n s  t o r  i n s u r a n c e .  No 
s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 6 0 ( p ).  Page  8, l i n e s  11 -12 .
T h i s  s e c t i o n  i s  d rawn  from th e  c u r r e i t  AS 2 1 . 3 0 . 0 2 0 ,  th e  g e n e r a l  p e n a l t y  
s e c t i o n  o f  t h e  i n s u r a n c e  c o d e .  S ee  S e c t i o n  20 .  No s u b s t a n t i v e  c h a n g e .

S ec  2 1 . 3 5 . 3 6 0 ( q ) .  P age  8 ,  l i n e s  13 -28 .
T i n s  s u b s e c t i o n  e s t a b l i s h e s  t h e  l e v e l  o f  c r i m i n a l  v i o l a t i o n  i n  e a c h  o f



t h e  a c t i v i t i e s  d e s c r i b e d  i n  t h e  s e c t i o n ,  i . e . ,  w h e t h e r  i t  i s  a c l a s s  B 
f e l o n y ,  c l a s s  C f e l o n y ,  c l a s s  A m is d e m e a n o r ,  o r  a c l a s s  B m is d e m e a n o r .

S e c  2 1 . 3 6 . 3 7 0 .  P a g e  8, l i n e  29 £< p a g e  9 ,  l i n e s  1—9.
T h l 3 s e c t i o n  i s  d rawn  from t h e  c u r r e n t  AS 2 1 . 3 6 . 1 8 0 ( b )  w h i c h  i s  r e p e a l e d  
i n  S e c t i o n  22 .  No s u b s t a n t i v e  c h a n g e .

S e c  2 1 . 3 6 . 3 8 0 .  P a g e  9 ,  l i n e s  1 0 -1 6 .
T h i s  i 3  a new p r o v i s i o n  w h i c h  r e q u i r e s  t h a t  c l a i m s  fo rm s  c o n t a i n  a 
w a r n i n g  t h a t  f a l s i f i c a t i o n  i s  a f e l o n y .  •

S e c  2 1 . 3 6 . 3 9 0 .  P a g e  9 ,  l i n e s  1 7 -2 7 .
T h i s  i s  a new r e q u i r e m e n t  r e q u i r i n g  i n s u r e r s  t o  a d v i s e  t h e  d i r e c t o r  when 
t h e y  h a v e  k n o w le d g e  o f  a f r a u d u l e n t  c l a i m .  I t  a l s o  p r o v i d e s  im m u n i t y  from  
c i v i l  l i a b i l i t y  f o r  p e r s o n s  p r o v i d i n g  s u c h  i n f o r m a t i o n  w i t h o u t  m a l i c e .

S e c  2 1 . 3 5 . 4 0 0 .  Page  9 ,  1 i n e s  2 8 - 2 9  It  p ag e  10, l i n e s  1 -13 .
T h i 3  i s  a new s e c t i o n .  I t  p r o v i d e s  c o n f i d e n t i a l i t y  f o r  d a t a  r e c e i v e d  
u n d e r  S e c . 2 1 . 3 5 . 3 9 0 .  P r e s e n t l y  i n v e s t i g a t i o n s  a r e  c o n s i d e r e d  e x a m i n a t i o n  
o f  t h e  i n s u r e r  and  a r e  c o n f i d e n t i a l  w h i l e  n e c e s s a r y ,  b u t  t h i s  i s  n o t  t r u e  
when an i n s u r e r  13 n o t  i n v o l v e d  t h u s  im p e d in g  i n v e s t i g a t i o n .

S e c  2 1 . 3 6 . 4 1 0 .  Page  10, l i n e s  1 4 -2 1 .
T h i s  i b  an  i m p o r t a n t  new p r o v i s i o n  t h a t  e n a b l e s  t h e  d i r e c t o r  to  
e f f e c t i v e l y  s h a r e  i n v e s t i g a t i v e  f u n c t i o n s  w i t h  o t h e r  s t a t e s .  I t  a l l o w s  
t h e  d i r e c t o r  t o  d e s i g n a t e  a n o t h e r  s t a t e  t o  a c t  on h i s  b e h a l f  and  
v i c e - v e r s a .  Th e  i n f o r m a t i o n  w o u ld  be i n  t h e  p a r t i c i p a t i n g  s t a t e  a s  w e l l  

• a s  t h e  p r i n c i p l e  s t a t e .  T h i 3  w o u ld  be a v a l u a b l e  t o o l  i n  i n v e s t i g a t i n g  
v i o l a t i o n s  o f  t h e  i n s u r a n c e  c o d e  by non r e s i d e n t s .  F u r t h e r ,  t h e  s h a r i n g  
o f  t h e  d a t a  w i l l  b e t t e r  e n a b l e  U3 to  head  o f f  p r o b l e m s  b e f o r e  t h e y  a r e  
s u f f i c i e n t l y  e n t r e n c h e d  and c a u s e  l o s s  to  t h e  i n 3 u r e d 3  i n  t h i s  s t a t e  and  
t h e  i n s u r e r .

S e c t i o n  11. P a g e  10, l i n e s  2 2 - 2 9  &< p ag e  11, l i n e s  1 -5 .
T h i s  s e c t i o n  u p g r a d e s  t h e  r a t e  law p e n a l t y  p r o v i s i o n s  t o  make them more  
m e a n i n g f u l .  P r e s e n t l y  th e  g a i n  from a v i o l a t i o n  o f  t h a t  law may w e l l  
e x c e e d  t h e  l o s s  from a p e n a l t y  a p p l i c a t i o n .  W i t h  t h i s  new p r o v i s i o n ,  t h a t  
w o u ld  no l o n g e r  be th e  c a s e .

S e c t i o n  12. Pag,- 11* l i n e s  6 - 1 7 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  d o i n g  a t i t l e  
i n s u r a n c e  b u s i n e s s  w i t h o u t  an e f f e c t i v e  c e r t i f i c a t e  o f  a u t h o r i t y .  T h e  
c u r r e n t  c r i m i n a l  p r o v i s i o n  i s  t r a n s f e r r e d  to  S e c t i o n  10 [ 3 ee  S e c .
21 . 35 .  360 (j  ) 1.

S e c t i o n  13. P a g e  11, l i n e s  18-29  It  page  12. l i n e s  1-3 .
T h i s  s e c t i o n  s u b s t a n t i a l l y  u p g r a d e s  th e  t i t l e  i n s u r a n c e  r a t e  law



p e n a l t i e s .  Th e  g a i n  f rom w r i t i n g  a t i t l e  i n s u r a n c e  p o l i c y  a t  an  
i n a p p r o p r i a t e  r a t e  i s  f a r  more p r o f o u n d  t h a n  i n  a p r o p e r t y / c a s u a l t y  
s i t u a t i o n .  I t  i s  a l s o  more l i k e l y  t o  o c c u r .

S e c t i o n  14. P a g e  12, l i n e s  4 - 9 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  A5 2 1 . 6 9  d e a l s  w i t h  t h e  
o r g a n i z a t i o n  and  c o r p o r a t e  p r o c e d u r e s  o f  d o m e s t i c  i n s u r e r s .  The  c u r r e n t  
c r i m i n a l  p e n a l t y  i 3  t r a n s f e r r e d  to  S e c t i o n  10 C s e e  S e c .  2 1 . 3 6 . 2 6 0 ( c ) ] .

S e c t i o n  15. P a g e  12, l i n e s  1.0-19.
T h i 3  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  T h i s  s e c t i o n  d e a l s  w i t h  
d e l i b e r a t e  f a l s i f i c a t i o n  o f  company  r e c o r d s .  T h e  c u r r e n t  c r i m i n a l  p e n a l t y  
i s  t r a n s f e r r e d  to  S e c t i o n  10 C s e e  S e c .  2 1 . 3 6 . 3 5 0 ( f ) ] .

S e c t i o n  16. P a g e  12. l i n e s  2 0 - 2 9  It  p a g e  13, 1 l  ne3 1 -2 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  T h i s  s e c t i o n  d e a l s  w i t h  th e  
r e m o v a l  o r  c o n c e a l m e n t  o f  t h e  r e c o r d s  o f  a d o m e s t i c  i n s u r e r .  The  c u r r e n t  
c r i m i n a l  p e n a l t y  13  t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  S e c .  2 1 . 2 6 . 2 6 0 ( g ) ] .

S e c t i o n  17. P a g e  13, l i n e s  3 - 1 2 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  u i t h  t h e  
u n a u t h o r i s e d  p a y m e n t  o f  d i v i d e n d s .  Th e  c u r r e n t  c r i m i n a l  p e n a l t y  i s  
t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  2 1 . 3 5 . 3 6 0 ( m) ].

S e c t i o n  18. P a g e  13. l i n e s  13 -21 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  th e  
u n l i c e n s e d  a g e n t  o f  a f r a t e r n a l  b e n e f i t  3 o c i e t y .  The  c u r r e n t  c r ' i n i n a l  
p e n a l t y  i s  t r a n s f e r r e d  t o  S e c t i o n  10 t s e e  S e c .  21.  36 .  3 6 0 ( j ) ].

S e c t i o n  19. P a g e  13. l i n e s  2 2 - 2 9  h. p a g e  14, l i n e s  1-6 .
T h i s  s e c t i o n  e s t a b l i s h e s  a new c i v i l  p e n a l t y .  I t  d e a l s  w i t h  
m i s r e p r e s e n t a t i o n s  u n d e r  t h e  f r a t e r n a l  b e n e f i t  s o c i e t y  c h a p t e r .  The  
c u r r e n t  c r i m i n a l  p e n a l t y  i s  t r a n s f e r r e d  to  S e c t i o n  l O C s e e  S e c .
2 1 . 35 .  360 ( p ) J.

S e c t i o n  20.  P a g e  14, l i n e s  7 - 2 4 .
T h i s  s e c t i o n  i s  n eed ed  i n  v ie w  o f  t h e  t r a n s f e r  o f  t h e  c r i m i n a l  p e n a l t y  in  
S e c t i o n  19. AS 2 1 . 3 4  i s  an e x c l u s i v e  c h a p t e r  t h a t  i n c o r p o r a t e s  t h e  o t h e r  
p r o v i s i o n s  o f  AS 21 o n l y  by s p e c i f i c  r e f e r e n c e  w i t h i n  t h a t  c h a p t e r .  No 
s u b s t a n t i v e  c h a n g e .

S e c t i o n  21.  P a g e  14. l i n e s  2 5 - 2 9  & p ag e  15, l i n e s  1 - 6 .
T h i 3  s e c t i o n  e s t a b l i s h e s  a new g e n e r a l  c i v i l  p e n a l t y  f o r  v i o l a t i o n s  o f  
th e  i n s u r a n c e  c o d e  n o t  s p e c i f i c a l l y  c a r r y i n g  a s t a t e d  c i v i l  p e n a l t y .  The  
c u r r e n t  c r i m i n a l  g e n e r a l  p e n a l t y  i s  t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  S e c .
2 1 . 3 6 . 2 6 0 ( p ) ]. The  e f f e c t  o f  t h i s  c h a n g e  i s  to  h a v e  a c i v i l  p e n a l t y  and a 
c r i m i n a l  p e n a l t y  f o r  any  v i o l a t i o n  o f  th e  i n s u r a n c e  c o d e .  T h i s  f a c t  w i l l



p r o v i d e  o p t i o n s  t h a t  do n o t  now e x i s t  f o r  d e a l i n g  w i t h  t h e  bad a c t o r s  in 
t h e  i n s u r a n c e  i n d u s t r y .

S e c t i o n  2 2 .  P a g e  15, l i n e s  7 - 8 .
AS 2 1 . 0 5 . 1 7 0 ( e )  i s  r e p e a l e d  and h a s  b e e n  t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  
S e c .  2 1 . 3 6 . 3 5 0 ( d )  and 2 1 . 2 6 . 2 6 0 ( e ) ] .
AS 2 1 . 3 6 . 1 8 0  i s  r e p e a l e d  an d  h a s  be en  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  
2 1 . 3 5 . 3 6 0 ( b ) ( 1 )  and  2 1 . 3 6 . 3 6 0 ( b ) ( 4 ) ] ,
AS 2 1 . 3 6 . 2 0 0  i s  r e p e a l e d  and  h a s  be en  t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  S e c .  
2 1 . 3 5 . 2 5 0 ( b ) ( 2 ) ,  2 1 . 3 6 . 3 6 0 ( b ) ( 3 ) ,  and 2 1 . 3 6 . 2 5 0 (0 ) ] .
AS 2 1 . 5 1 . 3 4 0  i s  r e p e a l e d  b e c a u s e  i t  i s  r e d u n d a n  and. i s  c o v e r e d  i n  
S e c t i o n  10 i n  t h e  g e n e r a l  p e n a l t y  s e c t i o n  [ s e e  S e c .  2 1 . 3 6 . 3 6 0 (p> ].

S e c t i o n  23 .  P 3 g e  15. l i n e  9.
E f f e c t i v e  d a t e  c l a u s e .
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