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M a y  1, 1 9 8 6

S e n a t o r  P a t r i c k  M. R o d e y  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: H o u s e  B i l l  4 7 6

D e a r  S e n a t o r  R o d e y :

I a m  w r i t i n g  t o  y o u  o n  b e h a l f  o f  S t a t e  F a r 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  H o u s e  B i l l
4 7 6 ,  w h i c h  w a s  p a s s e d  b y  t h e  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l
A f f a i r s  C o m m i t t e e  t o d a y ,  M a y  1, 1 9 8 6 .  T h i s  b i l l  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  in 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  w a s
i n t r o d u c e d  at o u r  r e q u e s t  to c o r r e c t  a n  a m b i g u i t y  i n  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 o u s e  B i l l  16. W e  e n c l o s e  H e r e w i t h  a c o p y  o f  A S  2 1 . 3 6 . 4 2 0  f o r  
y o u r  i n f o r m a t i o n .

T h e  a m b i g u i t y  H o u s e  B i l l  4 7 6  w a s  d e s i g n e d  t o  c o r r e c t  is 
c o n t a i n e d  i n  s u b s e c t i o n  (d) of A S  2 1 . 3 6 . 4 2 0 :

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  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  of
a p p e a l  u n d e r  A S  2 1 . 3 9 . 0 9 0 .

If t h i s  s u b s e c t i o n  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  a n  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  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  of 
t h e  n o t i c e  o f  r i g h t  t o  a p p e a l  e v e r y  t i m e  a p r e m i u m  is
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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 .  
S u c h  a r e q u i r e m e n t  w o u l d  s i g n i f i c a n t l y  a f f e c t  t h e  p r a c t i c a l  
c o n s e q u e n c e s  of t h e  w a y  w e  p r e s e n t l y  d o  b u s i n e s s .  F o r  
e x a m p l e ,  w h e n  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  of I n s u r a n c e ,  o u r  i n s u r e d s  r e c e i v e  at l e a s t  f i f t e e n  
d a y s  n o t i c e  o f  t h i s  i n c r e a s e ,  a n d  a b r i e f  e x p l a n a t i o n  o f  t h e  
r e a s o n s  f o r  t h e  i n c r e a s e .  T o  p r e s e n t  a n  i n s u r e d  w i t h  a 
s t a t e m e n t  t e l l i n g  t h e m  t h a t  t h e y  h a v e  a s t a t u t o r y  r i g h t  to 
a p p e a l  a p r e m i u m  i n c r e a s e  a l r e a d y  a p p r o v e d  K y  t h e  D i v i s i o n  of 
I n s u r a n c e  is i l l u s o r y ,  b e c a u s e  t h e  De p a r t . . e n t  h a s  a l r e a d y  
a p p r o v e d  t h e  i n c r e a s e .  It in f a c t  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  a n y t h i n g  b u t  t h e  a p p r o v e d  r a t e .  T o  s u g g e s t  b y  m e a n s  of 
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  o f  a p p e a l  n o t  o n l y  is 
m i s l e a d i n g ,  b u t  c o u l d  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 .

T h e  m o r e  p r a c t i c a l  p r o b l e m s  w e  f a c e  a r e  w h e r e  o u r  
i n s u r e d  c a l l s  a n d  t e l l s  u s  t h a t  h e  h a s  e i t h e r  a d d e d  a y o u t h f u l  
d r i v e r  to h i s  p o l i c y  o r  p u r c h a s e d  a n e w  ca r .  If w e  f o l l o w  t h e  
l i t e r a l  d i c t a t e s  of t h e  p r e s e n t  s t a t u t e ,  w e  s i m p l y  w o u l d  n o t  
b e  a b l e  t o  a c c e p t  c o v e r a g e  in 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  d a y s  a f t e r  t h e  r e q u e s t  w a s  m a d e  i n  o r d e r  to a s s u r e  
t h a t  o u r  i n s u r e d  h a s  b e e n  i n f o r m e d  of h i s  p r o p e r  s t a t u t o r y  

r i g h t  of n o t i c e  a n d  a p p e a l .  T h e  s a m e  w o u l d  b e  t r u e  of w h e r e  
o u r  i n s u r e d  m o v e s  to a h i g h e r  r a t e d  a r e a .  W e  w o u l d  n o t  b e  
a b l e  t o  a c c e p t  c o v e r a g e  u n l e s s  o u r  i n s u r e d  is a b l e  t o  c o n t a c t  
u s  e a r l y  e n o u g h  so w e  c a n  p r o v i d e  t h e  f i f t e e n  d a y  n o t i c e  of 
i n c r e a s e  a n d  r i g h t  of a p p e a l .  W e  d o  n o t  b e l i e v e  t h a t  a n y o n e  
i n t e n d e d  A S  2 1 . 3 6 . 4 2 0  to h a v e  t h i s  e f f e c t ,  a n d  w e  b e l i e v e  
H o u s e  B i l l  4 7 6  w o u l d  c o r r e c t  t h i s  a m b i g u i t y  a n d  t h u s  u r g e  its 
p a s s a g e .

T h e  p r e s e n t  v e r s i o n  of H o u s e  B i l l  4 7 6  r e q u i r e s  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  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  i n  a l l  i n s t a n c e s  e x c e p t  to: (1) a p r e m i u m
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  if 
t h e  i n s u r e d  is n o t i f i e d  at t h e  t i m e  o f  t h e  r e q u e s t  t h a t  h i s  o r  
h e r  p r e m i u m  w i l l  c h a n g e  o r  (2) 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 r e c t o r  if t h e  i n s u r  r g i v e s  w r i t t e n  n o t i c e  to t h e  i n s u r e d  of 
t h e  r a t e  i n c r e a s e  at l e a s t  f i f t e e n  d a y s  b e f o r e  t h e  e x p i r a t i o n  
d a t e  o f  t h e  a f f e c t e d  p o l i c y ,  w h i c h  is w h e n  t h e  i n c r e a s e  w o u l d  
o f  c o u r s e  t a k e  e f f e c t .  W e  d o  n o t  b e l i e v e  t h e s e  c h a n g e s  w o u l d  
a f f e c t  i n  a n y  w a y  t h e  o r i g i n a l  i n t e n t  w h i c h  p r o m p t e d  t h e  
e n a c t m e n t  o f  A S  2 1 . 3 6 . 4 2 0 .  O n  t h e  c o n t r a r y ,  H B  4 7 6  w o u l d  
c o r r e c t  a n e g a t i v e  e f f e c t  n o t  i n t e n d e d  b y  t h e  o r i g i n a l  
l e g i s l a t i o n .
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W e  d o  h o p e  t h i s  a m b i g u i t y  c a n  b e  c o r r e c t e d  t h i s  s e s s i o n  
a n d  k i n d l y  r e q u e s t  y o u  c a l e n d a r  t h e  b i l l .  W e  w i l l  h a p p y  to 
p r o v i d e  a n y  a s s i s t a n c e  o r  f u r t h e r  i n f o r m a t i o n  y ^ u  m i g h t  
d e s i r e .  T h a n k  y o u .

S i n c e r e l y ,

H U G H E S  T H O R S N E S S  G A N T Z  
P O W E L L  & B R U N D I N

By: ^
M i c h a e l  L. L e s s m e i e r

E n c l o s u r e s
M L L / m h

cc: M e m b e r s  of t h e  S e n a t e  J u d i c i a r y  C o m m i t t e e
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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.
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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 fo” 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.

Ldrdn H. Lounsbury, Commissioner
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