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CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended 
to correct a deficiency in Ch 62 SLA 1984. The sponsor of that bill was 
attempting to provide an appeal mechanism for persons aggrieved by auto­
mobile insurance rate increases resulting from surcharges for an accident 

or violation appearing on that person's driving record, and which is 
alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all 
premium increases by an insurer. The notice gives a reason for the 
increase and the right to an appeal under AS 21.39.090. It is not clear 
whether a notice of reason and notice of right to appeal is required on 
increases resulting from other than a change in the individual driving 

record. Such increases are subject to rate review and approval by the 
State before use and we believe that a right to appeal on top of the 
review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir­

cumstances in which the notice is necessary and the scope of notice 
required. It does provide recourse for surcharges or increases that are 
not appropriate because a person was not convicted of a violation or at 
fault in an accident. We do not object to the notice of premium increase 
on approved rate filings because it is a fair thing to do. It does gener­
ate additional cost for the insurer which will ultimately be passed along 
to the consumer. It is, however, a reasonable and fair requirement.

^  'm a
Lbf£n H. Lounsbury, 
Department of Commerce & 

Development
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HB 476: "An Act relating to automobile insurance premiums."

The Department is in favor of this legislation. This proposal is 
intended to correct a deficiency in Ch 62 SLA 1984. The sponsor of 

that bill was attempting to provide an appeal mechanism for persons 
aggrieved by automobile insurance rate increases resulting from 
surcharges for an accident or violation appearing on that person's 
driving record, and which is alleged to be inappropriate.

AS 21.36.420(d) was structured to require a notice of all premium 
increases by an insurer, It is not clear whether a notice is 

required on increases resulting from other than a change in the 
individual driving record. Such increases are subject to rate 
review and approval by the State before use.

This bill would clarify the requirement for notice by specifying the 

circumstances in which the notice is necessary. It does provide 
recourse for surcharges or increases that are not appropriate 
because a person was not convicted of a violation or at fault in an 

accident.

Loren H. Lounsbury, Commissioner 
Department of Commerce & Economic 

Development

Date: __________________

John L. Ge<±g^, Director of Insurance 

Dat^: 3 / W  S i ________________________



C h a i r m a n  o f  C o m m u n i t y  a n d  R e g i o n a l  Affair*, C o m m i t t e e

I a m  w r i  n g  t h i s  m e m o r a n d u m  o n  b e h a l f  o f  S t a t e  Foi.m

I n s u r a n c e  C o m p a n y  a n d  A l l s t a t e  I n s u r a n c e  C o m p a n y  r e g a r d i n g  A . S .  

2 1 . 3 6 . 4 2 0 ,  w h i c h  w a s  a d d e d  b y  t h e  l e g i s l a t u r e  i n  1 9 8 4  v i a  H B  

16. T h i s  s t a t u t e  d e a l s  w i t h  p r e m i u m  i n c r e a s e s  i n  a u t o m o b i l e  

i n s u r a n c e  p o l i c i e s  a n d  p r o v i d e s  as f o l l o w s :

(a) A n  i n s u r e r  m a y  n o t  i n c r e a s e  t h e  p r e m i u m  
o n  a n  a u t o m o b i l e  p o l i c y  u n l e s s  t h e  i n c r e a s e  
a p p l i e s  t o  a l l  i n s u r e r s  o f  t h e  s a m e  c l a s s .

(b) A n  i n s u r e r  m a y  n o t  i n c r e a s e  t h e  p r e m i u m  
o r  a d d  a s u r c h a r g e  t o  a n  a u t o m o b i l e
i n s u r a n c e  p o l i c y  b e c a u s e  o f  t h e  i s s u a n c e  of
a c i t a t i o n  f o r  a m o v i n g  t r a f f i c  v i o l a t i o n  
u n l e s s  t h e  i n s u r e d  o r  a n o t h e r  p e r s o n  w h o  

r e s i d e s  i n  t h e  i n s u r e d ' s  h o u s e h o l d  a n d  is 
c o v e r e d  b y  t h e  p o l i c y  h a s  b e e n  c o n v i c t e d  o f  
t h e  v i o l a t i o n .

(c) T h e  d i r e c t o r  s h a l l  a d o p t  r e g u l a t i o n s  to 
d e t e r m i n e  c i r c u m s t a n c e s  u n d e r  w h i c h  a n  
i n s u r e r  m a y  i n c r e a s e  t h e  p r e m i u m  o r  a d d  a 
s u r c h a r g e  to a n  a u t o m o b i l e  i n s u r a n c e  p o l i c y .

(d) A n  i n s u r e r  t h a t  i n c r e a s e s  t h e  p r e m i u m  
o r  a d d s  a s u r c h a r g e  t o  a n  a u t o m o b i l e
i n s u r a n c e  p o l i c y  s h a l l  g i v e  w r i t t e n  n o t i c e
o f  t h e  i n c r e a s e  o r  s u r c h a r g e  at l e a s t  
f i f t e e n  (15) d a y s  b e f o r e  it t a k e s  a f f e c t ,  
s t a t i n g  t h e  r e a s o n  f o r  t h e  c h a n g e  a n d  t h e  
r i g h t  o f  a p p e a l  u n d e r  A . S .  2 1 . 3 9 . 0 9 0 .

A . S .  2 1 . 3 6 . 4 2 ( a ) - ( d ) . T h e  d i f f i c u l t y  p r e s e n t e d  b y  t h i s  

l e g i s l a t i o n  is t h e  a m b i g u i t y  i n  s u b s e c t i o n  ( d ) . If s u b s e c t i o n  

(d) is r e a d  l i t e r a l l y ,  it c o u l d  b e  i n t e r p r e t e d  to r e q u i r e  an 

i n s u r e r  t o  s e n d  a n  i n s u r e d  a s t a t e m e n t  o f  r e a s o n s  f o r  a c h a n g e

i n  p r e m i u m  a n d  a s t a t e m e n t  o f  n o t i c e  o f  t h e  r i g h t  t o  a p p e a l  

u n d e r  A . S .  2 1 . 3 9 . 0 9 0  e v e r y  t i m e  a p r e m i u m  is i n c r e a s e d ,  

r e g a r d l e s s  o f  t h e  r e a s o n  f o r  t h e  p r e m i u m  i n c r e a s e .

M E M O R A N D U M  - P a g e  1
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S u c h  a n  i n t e r p r e t a t i o n  w o u l d  r e q u i r e  a n  i n s u r e r  t o  s e n d  a 

s t a t e m e n t  o f  r e a s o n s  f o r  t h e  c h a n g e  a n d  a n o t i c e  o f  r i g h t  to 

a p p e a l  w h e n e v e r  a g e n e r a l  r a t e  i n c r e a s e  is a p p r o v e d  b y  t h e  

D i v i s i o n  o f  I n s u r a n c e ,  o r  w h e n e v e r  a n  i n s u r e d  a d d s  c a r s ,  

i n c r e a s e s  c o v e r a g e ,  o r  a d d s  a d r i v e r .  W e  d o  n o t  b e l i e v e  t h i s  

is w h a t  t h e  l e g i s l a t u r e  i n t e n d e d  w h e n  e n a c t i n g  t h i s  s t a t u t e .

T h e  l e g i s l a t i v e  h i s t o r y  w e  h a v e  b e e n  a b l e  t o  o b t a i n  

i n d i c a t e s  t h e  f o c u s  o f  t h e  o r i g i n a l  b i l l  w a s  w h e r e  a n  i n s u r e r  

i n c r e a s e d  t h e  p r e m i u m  o f  a n  i n s u r e d  b e c a u s e  t h e  i n s u r e d  w a s  

e i t h e r  i n v o l v e d  i n  a n  at f a u l t  a c c i d e n t  o r  b e c a u s e  of a 

c i t a t i o n  f o r  a m o v i n g  v i o l a t i o n .  W e  f o u n d  n o t h i n g  t o  i n d i c a t e  

t h e  l e g i s l a t i v e  i n t e n t  w a s  to c r e a c e  a b l a n k e t  r e q u i r e m e n t  o f  

n o t i c e  a n d  right, t o  a p p e a l  a n y  t i m e  a n  i n s u r a n c e  p r e m i u m  is 

i n c r e a s e d .  S u c h  a r e q u i r e m e n t  w o u l d  h a v e  a s i g n i f i c a n t  

p r a c t i c a l  e f f e c t  o n  o u r  a b i l i t y  t o  p r o v i d e  t h e  k i n d  o f  s e r v i c e  

w e  s e e k  to p r o v i d e .  F o r  e x a m p l e ,  if s u b s e c t i o n  (d) w e r e  

i n t e r p r e t e d  to r e q u i r e  w r i t t e n  n o t i c e  o f  t h e  i n c r e a s e  at l e a s t  

f i f t e e n  (15) d a y s  b e f o r e  it t a k e s  e f f e c t ,  s t a t i n g  t h e  r e a s o n  

f o r  t h e  c h a n g e  a n d  t h e  r i g h t  o f  a p p e a l ,  w e  w o u l d  b e  u n a b l e  to 

p r o v i d e  i m m e d i a t e  c o v e r a g e  f o r  o u r  p o l i c y  h o l d e r s  wl.o w a n t e d  

t o  a d d  a n e w  d r i v e r ,  i n c r e a s e  t h e i r  p r e s e n t  c o v e r a g e ,  o r  

p u r c h a s e  a n e w  c a r .  If w e  w e r e  t o  f o l l o w  t h e  l i t e r a l  

i n t e r p r e t a t i o n  o f  t h e  p r e s e n t  s t a t u t e ,  w e  w o u l d  n o t  b e  a b l e  to 

a c c e p t  c o v e r a g e  i n  e i t h e r  i n s t a n c e  u n t i l  at l e a s t  f i f t e e n  (15) 

d a y s  a f t e r  t h e  r e q u e s t  i n  o r d e r  to a s s u r e  o u r  i n j u r e d  w a s  

i n f o r m e d  o f  h i s  o r  h e r  p r o p e r  s t a t u t o r y  r i g h t s .

A n o t h e r  i n s t a n j e  in w h i c h  d i f f i c u l t i e s  a r e  c r e a t e d  is 

w h e r e  t h e r e  is a g e n e r a l  r a t e  i n c r e a s e  a p p r o v e d  b y  t h e  

D i v i s i o n  of I n s u r a n c e .  I n  s u c h  a c a s e ,  it w o u l d  b e  i l l e g a l  

f o r  u s  to c h a r g e  o u r  i n s u r e d  a n y t h i n g  b u t  t h e  f i l e d  a n d  

a p p r o v e d  r a t e .  T o  s u g g e s t  b y  t h e  m e a n s  o f  a n o t i c e  t h a t  o u r  

i n s u r e d  h a s  a r i g h t  to a p p e a l  a g e n e r a l  r a t e  i n c r e a s e  is

M E M O R A N D U M  - P a g e  2
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m i s l e a d i n g  a n d  c o u l d  p o t e n t i a l l y  g e n e r a t e  w a s t e f u l  l i t i g a t i o n  

a n d / o r  a d m i n i s t r a t i v e  h e a r i n g s .

I n  a n  e f f o r t  to c l a r i f y  t h i s  a m b i g u i t y ,  w e  d i s c u s s e d  

t h i s  p r o b l e m  w i t h  R e p r e s e n t a t i v e  M i l l e r ,  a n d  H B  4 7 6  w a s  

i n t r o d u c e d .  A f t e r  d i s c u s s i n g  t h i s  w i t h  y o u  a n d  y o u r  s t a f f ,  w e  

h a v e  p r e p a r e d  a C o m m i t t e e  S u b s t i t u t e  f o r  H B  4 7 6  w h i c h  in 

e f f e c t  r e q u i r e s  a n  i n s u r e r  to g i v e  w r i t t e n  n o t i c e  o f  a p r e m i u m  

i n c r e a s e  at l e a s t  (15) d a y s  b e f o r e  t h e  i n c r e a s e  t a k e s  e f f e c t  

i n  a l l  s i t u a t i o n s  e x c e p t  w h e r e  o u r  i n s u r e d  i n i t i a t e s  t h e  

c h a n g e  i n  p r e m i u m .  T h e  n o t i c e  a n d  t h e  s t a t e m e n t  o f  t h e  

i n s u r e d ' s  r i g h t  o f  a p p e a l  is r e q u i r e d  in a l l  s i t u a t i o n s  e x c e p t  

w h e n  a r a t e  i n c r e a s e  is a p p r o v e d  b y  t h e  D i v i s i o n  of I n s u r a n c e  

o r  w h e r e  t h e  i n c r e a s e  r e s u l t s  f r o m  a c h a n g e  r e q u e s t e d  by an 

i n s u r e d .

W e  a r e  o n l y  a w a r e  of t w o  s i t u a t i o n s  i n  w h i c h  an 

i n s u r e r  w o u l d  u n i l a t e r a l l y  i n c r e a s e  a p r e m i u m  b e c a u s e  o f  t h e  

d r i v i n g  e x p e r i e n c e  o f  t h e  i n s u r e d ,  i . e . ,  w h e r e  t h e  i n c r e a s e  is 

b a s e d  u p o n  a n  a c c i d e n t  o r  a c o n v i c t i o n  o f  a m o v i n g  t r a f f i c  

v i o l a t i o n .  H o w e v e r ,  t h o  C o m m i t t e e  S u b s t i t u t e  f o r  JIB 4 7 6  w o u l d  

r e q u i r e  n o t i c e  a n d  t h e  s t a t e m e n t  o f  t h e  r i g h t  o f  a p p e a l  i n  n o t  

j u s t  t h e s e  t w o  s i t u a t i o n s ,  b u t  a n y  i n c r e a s e  e x c e p t  a w  i n c r e a s e  

r e s u l t i n g  f r o m  a c h a n g e  r e q u e s t e d  b y  a n  i n s u r e d  o r  a r a t e  

i n c r e a s e  a p p r o v e d  b y  t h e  D i v i s i o n  o f  I n s u r a n c e .  W e  b e l i e v e  

c h i s  C o m m i t t e e  S u b s t i t u t e  w i l l  r e s o l v e  t h e  a m b i g u i t y  t h a t  

p r e s e n t l y  e x i s t s  i n  A . S .  2 1 . 3 6 . 4 2 0 ( d )  w i t h o u t  i n  a n y  w a y  

e f f e c t i n g  t h e  p u r p o s e  t h e  s t a t u t e  w a s  i n t e n d e d  t o  a c c o m p l i s h .  

W e  u r g e  i t s  p r o m p t  p a s s a g e .

M L L / m f
0 4 2 6 M



C S  F O R  HOU, B I L L  N O .  4 7 6  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  Ac*: e n t i t l e d ;  " A n  A c t  r e l a t i n g  to a u t o m o b i l e  i n s u r a n c e  

p r e m i u m s ."

B E  J T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

S e c t i o n  1. A S  2 1 . 3 6 . 4 2 0 ( d )  is a m e n d e d  t o  r e a d :

(d) A n  i n s u r e r  t h a t  i n c r e a s e s  t h e  p r e m i u m  o r  a d d s  a 

s u r c h a r g e  to a n  a u t o m o b i l e  i n s u r a n c e  p o l i c y  s h a l l  g i v e  w r i t t e n  

n o t i c e  o f  t h e  i n c r e a s e  o r  s u r c h a r g e  at l e a s t  f i f t e e n  d a y s  

b e f o r e  i t  t a k e s  e f f e c t ,  s t a t i n g  t h e  r e a s o n  f o r  t h e  c h a n g e  and 

t h e  r i g h t  o f  a p p e a l  u n d e r  A S  2 1 . 3 9 . 0 9 0 .  T h i s  s u b s e c t i o n  s h a l l  

n o t  a p p l y  t o  i n c r e a s e s  i n  p r e m i u m  r e s u l t i n g  f r o m  a c h a n g e  

r e q u e s t e d  b y  a n  i n s u r e d  o r  to r a t e  i n c r e a s e s  a p p r o v e d  b y  t h e  

D i v i s i o n  o f  I n s u r a n c e  if w r i t t e n  n o t i c e  o f  t h e  r a t e  i n c r e a s e  

is g i v e n  at l e a s t  f i f t e e n  d a y s  b e f o r e  it t a k e s  e f f e c t .
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Original sponsor: M.M.Miller by request

BY THE COMMUNITY AND 
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO, 476 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to automobile insurance premiums."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF A L A S K A :

* Section 1. AS 21.36.420(d) is amended to read:

(d) An insurer that increases the premium or adds a surcharge to 

an automobile insurance policy shall give written notice of the in­

crease or surcharge at least 15 days before it takes effect, stating

the reason for the change and the right of appeal under AS 21.39.090.

T h is subsection dc^s not apply to a premium increase resul.ing from an

-JL(U tTT-f/O-'Z-O
automobile insurance policy change requested by -an insured, or to a

K.C.A ..C-J -7 2  > U L L  r  \7*- ^  —  7 ^ - ,

r; te increase approved by the director if the insurer gives written
. 1 ,  (. /v P- • -.0 . , 5 ( 1  lo S« C 7 ■K'X -yv <

notice of the rate increase to the insured at least 15 cays before the 

rate increase takes effect.

- 1 - CSHB 4 7 6 (C&RA)
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CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended 
to correct a deficiency in Ch 62 SLA 1984. The sponsor of that bill was 
attempting to provide an appeal mechanism for persons aggrieved by auto­
mobile insurance rate increases resulting from surcharges for an accident 

or violation appearing on that person's driving record, and which is 
alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all 
premium increases by an insurer. The notice gives a reason for the 
increase and the right to an appeal under AS 21.39.090. It is not clear 
whether a notice of reason and notice of right to appeal is required on 
increases resulting from other than a change in the individual driving 
record. Such increases are subject to rate review and approval by the 
State b e ^ r e  use and we believe that a right to appeal on top of the 
review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir­

cumstances in which the notice is necessary and the scope of notice 
required. It does provide recourse for surcharges or increases that are 
not appropriate because a person was not convicted of a violation or at 
fault in an accident. We do not object to the notice of premium increase 
on approved rate filings because it is a fair thing to do. It does gener­
ate additional cost for the insurer which will ultimately be passed along 
to the consumer. It is, however, a reasonable and fair requirement.

Lounsbury, Commissioner 
Department of Commerce & Economic 

Development

of Insurance

1t0252K
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HB 476: "An Act relating to automobile insurance premiums."

The Department is in favor of this legislation. This proposal is 
intended to correct a deficiency in Ch 62 SLA 1984. The sponsor of 
that bill was attempting to provide an appeal mechanism for persons 
aggrieved by automobile insurance rate increases resulting from 
surcharges for an accident or violation appearing on that person's 
driving record, and which is alleged to be inappropriate.

AS 21.36.420(d) was structured to require a notice of all premium 
increases by an insurer. It is not clear whether a notice is 

required on increases resulting from other than a change in the 
individual driving record. Such increases are subject to rate 
review and approval by the State before use.

This bill would clarify the requirement for notice by specifying the 
circumstances in which the notice is necessary. It does provide 
recourse for surcharges or increases that are riot appropriate 
because a person was not convicted of a violation or at fault in an 
accident.

Lorbn H. Lounsbury, Commissioner ' 
Department of Commerce i. Economic, 

Development

Date: 3 / ^ / t f C

'J W . f 'V
Jo.in L. Geobre, Director of Insurance
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D e a r  R e p r e s e n t a t i v e  G o l l :

P u r s u a n t  t o  M i c h a e l  L e s s m e i e r ' s  i n s t r u c t i o n s ,  e n c l o s e d  
h e r e w i t h  p l e a s e  f i n d  a m e m o r a n d u m  r e g a r d i n g  H B  4 7 6 ,  as w e l l  as 
e i g h t  a d d i t i o n a l  c o p i e s .

Y o u r s  t r u l y

H U G H E S  T H O R S N E S S  G A N T Z

F o r  M i c h a e l  L e s s m e i e r
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I n t r o d u c e d :  1/15/86
R e f e r r e d :  C o m m u n i t y  & R e g i o n a l
A f f a i r s  a nd J u d i c i a r y

BY  M . M . M I L L E R
IN T H E  H O U S E  BY  R E Q U E S T

H O U S E  B I L L  NO. 476 

IN  T HE L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an Act e n t i t l e d :  " A n  A ct r e l a t i n g  to a u t o m o b i l e  i n s u r a n c e  p r e m i u m s . "

B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  2 1 . 3 6 . 4 2 0 ( d )  is a m e n d e d  to read:

fd) A n  i n s u r e r  that i n c r e a s e s  the p r e m i u m  or a dds a s u r c h a r g e  to 

an  a u t o m o b i l e  i n s u r a n c e  p o l i c y  u n d e r  (b) of  this s e c t i o n  o r  b e c a u s e  c f 

a n  a c c i d e n t  in  w h i c h  the i n s u r e d  or  a p e r S 'm  c o v e r e d  by the p o l i c y  w as

at fault s h all g ive w r i t t e n  n o t i c e  of the i n c r e a s e  c r  s u r c h a r g e  at

least 15 days b e f o r e  it takes e f f ect, s t a t i n g  the r e a s o n  fo r  the

c h a n g e  an d  the right of a p p e a l  u n d e r  A S  21 . 3 9 . 0 9 0 .

- 1 - H B  4 7 6
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