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3 CSHB 505(JUD)

I  COMMITTEE SUBSTITUTE FOR HB 505(JUD), WHILE LENGTHY, IS A RELATIVELY
I  STRAIGHTFORWARD CLEANUP AND UPDATE OF THE PENALTY PROVISIONS IN THE
I  INSURANCE CODE, THE FIRST FUNCTION OF THIS BILL IS TO CONSOLIDATE THE
I  CRIMINAL PENALTIES OF THE INSURANCE CODE IN A SINGLE SECTION,
£ SEC,21,35.360, THERE ARE NO NEW CRIMINAL PENALTIES CREATED, BUT THERE
I  ARE SOME UPGRADES,

I  THE SECOND FUNCTION OF THIS BILL IS TO ESTABLISH AN ADMINISTRATIVE
I  PENALTY FOR ANY VIOLATION OF THE INSURANCE CODE. IN MANY CASES THERE IS
I  NO ADMINISTRATIVE OR CIVIL PENALTY FOR A VIOLATION OF THE CODE. AS A
I  DISTRICT ATTORNEY IS OFTEN TIMES INVOLVED IN MORE PRESSING MATTERS,
| VIOLATIONS OF THE INSURANCE CODE GO UNPUNISHED.

I  THE THIRD ELEMENT OF THIS BILL DEALS WITH A GROWING CONCERN AMONGST
I  INSURANCE REGULATORS CONCERNING INFORMATION SOUGHT DURING INVESTIGATIONS
I  OF CRIMINAL ACTIVITIES, THIS NEW PROVISION WOULD GRANT IMMUNITY TO
I  INDIVIDUALS PARTICIPATING IN AN INVESTIGATION,

I CSHB 505(JUD) IS SUPPORTED BY THE DIVSION OF INSURANCE, I RECOMMEND
I  PASSAGE OF THIS LEGISLATION,

I  ADDITIONAL INFORMATION

I  SENATOR PETTYJOHN HAS BEEN REVIEWING THIS TOPIC AND WOULD BE HAPPY TO
I  ANSWER ANY PERTINENT QUESTIONS,
h



S E C T I O N  JY S E C T I O N  A N A L Y S I S  O F  C S H B  5 0 5  (J u d )  5 / 1 / S 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 c e  c o d e .  The 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  
in f3u rance  code  i n  a s i n g l e  s e c t i o n *  S e c . 21.35.350. T h e r e  a r e  no NEW 
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 ,  an y  
v i o l a t i o n  o f  T i t l e  21 ( the  i n s u r a n c e  co d e ) ,  i s  a m isdemeano 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 .
The  second  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  o f  t h e  i n s u r a n c e  c o d e .  I n  many ca ses  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 s  g o i n g  t o  be l e s s  th a n  enamored w i t h  p r o s e c u t i n g  as a m isdemeano r  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  ue see  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  co de .
T h i s  b i l l  s e t s  up a d u a l  c o u r s e ,  w he re  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  an y  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  b y  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  t o  c i v i l  
p e n a l t y  l a n g u a g e .  I n  d o i n g  t h i s ,  t h e  p e n a l t y  l e v e l s ,  w h i c h  ha ve  n o t  been 
chan ged  s i n c e  1955. ha ve  been r e v i e w e d  and u p g r a d e d .  L anguage  t o  c l a r i f y  
t h a t  a h e a r i n g  must be h e l d  b e f o r e  im p o s i t i o n  o f  p e n a l t i e s  was added i n  
H o u b b  J u d i c i a r y
The  t h i r d  e l em en 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  amongst 
i n s u r a n c e  ' 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  months a number o f  f r a u d  i n v e s t i g a t i o n s  
ha ve  commenced i n  t h e  w es 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 .  
The  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 s  B 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  has impeded 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 ca ses  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  as 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  ha ve  no p r o t e c t i o n  i f  t h e y  do so .  P r e s e n t l y  two s t a t e s  
h a ve  a d o p te 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 ha ve  used 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 om m is s io n e r s  mode l .

S e c t i o n  1. Page 1. l i n e s  9-16.
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  t o
s u b m i t  i t s  a n nua l  f i n a n c i a l  s t a t e m e n t  when due .  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  t o  suspend  th e  a c t i v i t i e s  o f  an i n s u r e r  who f a i l s  
t o  B u bm i t  th e  s t a t e m e n t  when due .  The c o n c e r n  h e r e  i s  t h a t  t h 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  th 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  absence  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  17-26.
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 .  The  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 21.09.220-250. w 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  th 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 s  t r a n s f e r r e d  to  
S e c t i o n  10 [ s e e  Se c .  21.36.360(1) ] .



S e c t i o n  3. Page 1, l i n e s  27-29 it page 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 21.22 i s  t h e  i n s u r a n c e  
h o l d i n g  company a c t  w h i c h  i s  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  company .  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  Sec .  21 .36 .360(h) ] .

S e c t i o n  4. Page 2. l i n e B  12-17.
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 21.27 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 .  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  Sec .  21.36.350<j ) ] .

S e c t i o n  5. Page 2. l i n e s  18-24.
T h i B  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 rem iums t o  an i n s u r e r  b y  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  Sec .  21.36.360(n ) ] .

S e c t i o n  6. Page 2. l i n e s  25-29 it page  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 .  I t  i s  c o n c e r n e d  w i t h  t h e  
mon ies  a l i c e n s e e  r e c e i v e s  as p rem ium f rom  an i n s u r e d  o r  as r e t u r n  
p rem ium f rom  an i n s u r e r .  These  a r e  t r u s t  f u n ds  and t h e i r  m isuse  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  t h e  d i v i s i o n .  The  
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 [ s e e  Sec .
2 1 .3 6 .360(b)(5)3.

S e c t i o n  7. Page 3. l i n e s  5-17.
T h i s  s e c t i o n  d e a l s  w i t h  th e  p e n a l t i e s  f o r  v i o l a t i o n  o f  t h e  l i c e n s i n g  law .  
The  p r i n c i p a l  c hange  h e r e  i s  an u p g r a d i n g  o f  t h e  amount o f  p e n a l t y .

S e c t i o r  8. Page 3. l i n e s  18-27.
T h i s  s e c t i o n  u p g r a d e s  the  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 io n ,  r e v o c a t i o n ,  
o f  r e f u s a l  t o  rsnew  a l i c e n s e  f rom  $500 t o  $2500.

S e c t i o n  9. Page 3. l i n e B  28-29 it page 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 .  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 
[ s e e  Sec .  21.36.360(1 ) 3.

S e c t i o n  10. Page 4. l i n e s  10-29. a l l  o f  pages  5-9 8< page 10. l i n e s  1-21. 
T h i n  s e c t i o n  c e n t r a l i z e s  t h 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 .  
The  c h a p t e r  i n t o  w h i c h  t h i s  has 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  t o  l o o k  f o r  t h e se  p r o v i s i o n s .  The  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 
im m u n i t y .

Sec 21 .36 .360(a) .  Page 4. l i n e s  10-16.
T h i B  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 ve  made a 
d i s t i n c t i o n  b e te o e e n  f r a u d u l e n t  and c r i m i n a l  be cause  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  t h e  te rm  " f r a u d u l e n t " .  The wo rd  as used 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 .

Sec 21 .36 .360(b)(1) .  Page 4. l i n e s  17-22.
T h i s  s e c t i o n  i s  d rawn  f rom  th e  c u r r e n t  AS 21 .35.180(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 an ge .

Sec 21.36.360(b )(2)-(3). Page 4, l i n e s  23—29 & page  5, l i n e s  1—2.
These  s e c t i o n s  a r e  d rawn  f rom  t h e  c u r r e n t  AS 21.36.200. 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 an ge .

Sec 21 .36 .360(b)(4) .  Page 5. l i n e s  3-9.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21 .36.180(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  ch an ge .

Sec 21 .36 .360(b)(5) .  Page 5. l i n e s  10-12.
T h i s  s e c t i o n  i s  d rawn  f rom  th e  c u r r e n t  AS 21.27.360(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 ge .

Sec 21.36 .360(b)(6) .  Page 5. l i n e s  13-14.
T h i B  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  t h 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  pa y  
a t a x  l i a b i l i t y  u n de r  t h i B  t i t l e ,  d e p e n d in g  on t h e  amount th e  p e r s o n  has 
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 isdemeano 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 21.90.020.

Sec 21.36..360(c). Page 5. l i n e s  15-23.
T h i s  B e c t i o n  i b  d rawn  f rom t h e  c u r r e n t  AS 21.69.060 w h i c h  i s  amended i n  
S e c t i o n  14. I t  d e a l s  w i t h  s o l i c i t a t i o n  to  fo rm  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  ch an ge .

Sec 21. 36. 360 (d ) - (e ) . Page 5, l i n e B  24-29 & page 6. l i n e s  1-5. 
These  s e c t i o n s  a r e  d rawn  f rom t h e  c u r r e n t  AS 21.06.170(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  :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  t h 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 ge .

Sec 21 .36 .360( f) .  Page 6. l i n e s  6-10.
T h i s  s e c t i o n  i s  d rawn  from the  c u r r e n t  AS 21.69.210 and d e a l s  w i t h  f a l s e  
a c c o u n t s ,  do cum en 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 .  See S e c t i o n  
15. No s u b s t a n t i v e  ch an ge .

Sec 21 .36 .360(g) .  Page 6» l i n e s  11-14.
T h i s  s e c t i o n  i s  d rawn  f rom th e  c u r r e n t  AS 21.69.390 and d e a lB  w i t h  t h e  
rem ova l  o r  c o n c e a lm 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 .  See S e c t i o n  16. 
No s u b s t a n t i v e  ch a n ge .



•  •

Sec 21 .36 .360(h) .  Page 6. l i n e s  15—16.
T h i s  s e c t i o n  i s  d rawn  f rom th e  c u r r e n t  AS 21.22.170 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 om pan ie s .  See S e c t i o n  3. No s u b s t a n t i v e  ch a n ge .

Sec 21 .36 .360( i ). Page 6. l i n e s  17-28.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.09.250-260 and d e a l3  w i t h  
t h e  w r i t i n g  o f  b u s i n e s s  b y  i n s u r a n c e  c om pan ie 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  b y  t h i s  s t a t e .  See S e c t i o n  2. No s u b s t a n t i v e  ch a n ge .

Sec 21.36.350( j ). Page 6. l i n e  29 & page  7. l i n e s  1-12.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.27.010(d) .  AS 21,66.160. and 
AS 21.84.420(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 .  See 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 an ge .

Sec 21.36.360(k ). Page 7. l i n e s  13-21.
T h i s  s e c t i o n  i s  d rawn  f rom t h e  c u r r e n t  AS 21.27.370 i n  t h 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  ha ve  th e  
a p p r o p r i a t e  l i c e n s e .  The p e n a l t y  i s  d rawn  f rom  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 21.90.020. No s u b s t a n t i v e  ch a n ge .

Sec 21.36.360(1). Page 7. l i n e s  22-26.
T h i s  s e c t i o n  i s  d rawn  f rom t h e  c u r r e n t  AS 21.33.320 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 .  See S e c t i o n  9. No s u b s t a n t i v e  
ch an ge .

Sec 21.36.360(m). Page 7. l i n e s  27-29 & page 8. l i n e  1.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.69.510(a) d e a l i n g  w i t h  
u n a u t h o r i z 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 .  See S e c t i o n  17. No 
s u b s t a n t i v e  c h a n ge .

Sec 21.36.360(n ). Page 8. l i n e s  2-6.
T h i s  s e c t i o n  i s  d rawn  f rom  t h e  c u r r e n t  AS 21.27.360 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 .  See S e c t i o n  5 No s u b s t a n t i v e  ch ange .

Sec 21 .36 .360(o) .  Page 8. l i n e s  7-10.
T h i s  s e c t i o n  i s  d rawn  f rom th e  c u r r e n t  AS 21.36.200 w 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  u i t h  f a l s e  a p p l i c a t i o n s  f o r  i n s u r a n c e .  No 
s u b s t a n t i v e  ch a n ge .

Sec 21.36.360(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  f rom  t h e  c u r r e n t  AS 21.90.020, the  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 .  See S e c t i o n  20. No s u b s t a n t i v e  ch an ge .

Sec 21. 36. 360 (q ) . Page 8, l i r . e s  13-28.
T h i s  s u b s e c t i o n  e s t a b l i s h e s  t h f  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  each  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 isdemeano r ,  o r  a c l a s s  B m isdemeano r .

Sec 21.36.370. Page 8. l i n e  29 & page 9. l i n e s  1-9.
T h 1 3  s e c t i o n  i s  d rawn  f rom t h e  c u r r e n t  A5 21.36.180(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  ch an ge .

Sec 21.36.380. Page 9. l i n e s  10-15.
T h i s  i s  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 im 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 .

Sec 21.36.390. Page 9. l i n e s  17-27.
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  ha ve  k n ow le d g e  o t  a f r a u d u l e n t  c l a im .  I t  a l s o  p r o v i d e s  im m u n i t y  f rom  
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  su ch  i n f o r m a t i o n  w i t h o u t  m a l i c e .

Sec 21.36.400. Page 9. l i n e s  28-29 & page 10. l i n e s  1-13.
T h i s  i f , 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 . 21.36.390. 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  th 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  i s  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 .

Sec 21.36.410. Page 10. l i n e s  14-21.
T h i s  i s  an im 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  t o  
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  to  a c t  on h i s  b e h a l f  and 
v i c e - v e r s a .  The  i n f o r m a t i o n  w ou ld  be i n  th e  p a r t i c i p a t i n g  s t a t e  as w e l l  
as  t h e  p r i n c i p l e  s t a t e .  T h i s  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  code  b y  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  th e  d a t a  w i l l  b e t t e r  e n a b l e  us t o  head o f f  p r o b le 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 ca u se  l o s s  t o  th e  i n s u r e d s  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. Page 10. l i n e s  22-29 & page 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  to  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  f rom 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 o s  f rom 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. Page 11. I i n e 3  6-17.
T h i3  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 .  The  
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 [ s e e  Sec .
21. 36. 330 (j ) 1.

S e c t i o n  13. Page 11. l i n e s  18-29 & 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  t h e  t i t l e  i n s u r a n c e  r a t e  law
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p e n a l t i e s .  The 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. Page 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 .  AS 21.69 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 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  Sec .  21 .36 .360(c) ] .

S e c t i o n  15. Page 12. l i n e s  10-19.
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  
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 .  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 Csee Sec .  2 1 .3 6 .3 6 0 ( f ) ] .

S e c t i o n  16. Page 12. l i n e s  20-29 &< page 13. l i n e s  1-2.
T h i s  s e c t i o n  e a 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  
rem o va l  o r  c o n c e a lm 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  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  Sec .  21 .36 .360(g) ] ,

S e c t i o n  17. Page 13. l i n e s  3-12.
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 a u t h o r i s e d  pa ymen t  o f  d i v i d e n d 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 s  
t r a n s f e r r e d  to  S e c t i o n  10 [ s e e  Sec .  21 .36.360(m) ] .

S e c t i o n  18. Page 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  s o c i e t 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  t o  S e c t i o n  10 [ s e e  Se c .  21 .36 .360( j ) ] .

S e c t i o n  19. Page 13. l i n e s  22-29 h page 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  th 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  t o  S e c t i o n  l O l e e e  Sec .
21 .35. 360 ( p ) ] .

S e c t i o n  20. Page 14. l i n e B  7-24.
T h i s  s e c t i o n  i s  needed i n  v i e w  o f  th 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  i n  
S e c t i o n  19. AS 21.84 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  th 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  ch an ge .

S e c t i o n  21. Page 14. I i n e 3  25-29 & page 15. l i n e s  1-6.
T h l b 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  
t h e  i n s u r a n c e  code  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  t o  S e c t i o n  10 [ s e e  Sec .  
2 1 .3K 360(p) ] .  The e f f e c t  o f  t h i s  c h ange  i s  t o  ha ve  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 r . l t y  f o r  an y  v i o l a t i o n  o f  t h e  i n s u r a n c e  c o d s .  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  i n  
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  22. Page 15. l i n e s  7-8.
AS 21.06.170(e) i s  r e p e a l e d  and has been t r a n s f e r r e d  t o  S e c t i o n  10 Csee 
Sec .  21.36.360(d) and 21 .36 .360(e) ] .
AS 21.36.180 i s  r e p e a l e d  and has been t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  Sec 
21.36.360(b)(1) and 21 .36 .360(b)(4) ] .
AS 21.36.200 i s  r e p e a l e d  and has  been t r a n s f e r r e d  t o  S e c t i o n  10 [ s e e  Sec 
21 .36 .360(b)(2) ,  21 .36 .360(b)(3),  and 21 .36 .360(0) ] ,
AS 21.51.340 i s  r e p e a l e d  be cause  i t  i s  r e d u n d a n t  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  Sec .  21.36.360(p ) ] .

S e c t i o n  23. Page  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 .


	SLAC83 HB 505



