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SENATE LABOR AND COMMERCE COMMITTEE

ZHAROFF, ELIASON, SACKETT, BENNETT, RAY

BOB NESTEL, P.O, BOX 771753, EAGLE RIVER, 99577, l-IM,

SUBJECT: SB 349, SURPLUS LINES INSURANCE

WHEN COMMITTEE HEARINGS ARE SCHEDULED, PLEASE CALL, NO ZERO 
FISCAL IMPA CT WITH SB 349, IT DOESN'T REDUCE THE BROKERS 
RESPONSIBILITY, JUST REMO VES THE BOND FOR PAYMENT OF CLAIMS,. 
THIS PAYMENT IS THE INSURANCE COMPA NY'S RESPONSIBILITY * THE 
$299,990 BOND IS STILL IN PLACE, AND THE A PER CENT SURPLUS LINES 
TAX IS STILL PAID,.
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SB 340 :  "An Act chang ing the  c o n d i t i o n s  f o r  l i c e n s i n g  s u r p l u s  l i n e s
in su rance  b r o k e r s . "

The depar tment i s  no t  in  f a v o r  o f  t h i s  l e g i s l a t i o n .  Th is  l e g i s l a t i o n  
removes access  by i n su r ed s  t o  the  $ 2 0 0 , 0 0 0  s u r p l u s  l i n e s  b r o k e r ' s  bond.
I t  p r o v id e s  t h a t  t h e  bond w i l l  no l o n g e r  be a v a i l a b l e  t o  gua ran tee  r e t u r n  
premiums o r  payment o f  p r o p e r  l o s s e s .  I t  would respond o n l y  t o  gua ran tee  
ta x e s  and f i n e s  payab le  t o  the  S t a t e .

The s u r p l u s  l i n e s  b r o k e r  i s  th e  l i c e n s e e  who can p l a c e  in su rance  bus iness  
in  markets  t h a t  a re  no t  s u b j e c t  t o  r e g u l a t i o n  under A la ska  in su rance  law ,  
the  nonadmit ted m a rke t .  Th is  b r o k e r  i s  th e  " e x p e r t "  upon whom in su red s  
r e l y  f o r  the  placement o f  t h e i r  in su rance  with r e l i a b l e ,  s o l v e n t  and 
secu re  in su ran ce  companies.  I f  t h e  b r o k e r  f a i l s  in t h i s  r e s p o n s i b i l i t y ,  
t he  in su r ed  has o n l y  t h e  b r o k e r ' s  bond f o r  h i s  p r o t e c t i o n .  The c u r r e n t  
bond was adopted in 1984 t o  p r o v i d e  some p u b l i c  p r o t e c t i o n  f o r  bu s ines s  
p laced  in the  nonadmit ted m a rke t .  P r i o r  t o  t h a t  t ime t h e r e  was no p u b l i c  
p r o t e c t i o n ,  and t h e r e  were i n s t a n c e s  where such was needed , p a r t i c u l a r l y  
w ith a v i a t i o n  and mar ine  c ov e ra g e s .

Th is  l e g i s l a t i o n  does n o t  sugges t  an a l t e r n a t i v e  fo rm o f  p r o t e c t i o n  f o r  
th e  p u b l i c  and would l e a v e  the  c o u r t  as t h e  o n l y  remedy open t o  an 
agg r ie ved  i n s u r e d .  The l e g i s l a t i o n  in which the  bond was adopted a l s o  
i n c luded  p r o v i s i o n s  t h a t  would a l l ow  the  b r o k e r s  t o  e s t a b l i s h  a degree o f  
s e l f - r e g u l a t i o n  as a f u r t h e r  p r o t e c t i o n  f o r  th e  p u b l i c .  To da te  t h e r e  has 
been no e f f o r t  in  t h a t  d i r e c t i o n .  We b e l i e v e  t h a t  remova l o f  t h i s  
p r o t e c t i o n  i s  no t  a c c e o t a b l e  t o  the  p u b l i c .  A c c o rd in g l y ,  we oppose the  
b i l l .

LorVn H. Lounsbufy ,  Commissioner 
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