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A M E R I C A N  C O L L E G E  O F  N U R S E - M I D  W I V E S

1522 K Street, N.W., Suite 1120, W ashington , D.C. 20005 202/347-5445

FACT SHEET: NURSE-MIDWIVES

AND THE MALPRACTICE INSURANCE CRISIS

THE PROBLEM Over half of the American College of Nurse-
Miawives' members have lost their malprac­
tice insurance, and so far no company in the 
insurance industry appears willing to write 
a replacement policy. The threat of an 
eventual loss of coverage hangs over many 
other members as well. This situation is 
caused by general conditions in the insur­
ance industry and not by ACNM professional 
performance. In an attempt to keep practic­
ing, nurse-midwives have been forced to 
pursue a variety of temporary coverages (see 
options, page 3). But the outlook for a 
more satisfactory remedy is bleak. Virtu­
ally an entire profession is in jeopardy of 
extinction.

BACKGROUND The American College of Nurse-Midwives
(ACNM) is the professional organization for 
nationally certified nurse-midwives (CNMs) 
in the United States. Its 2,500 members 
represent close to 85 percent of the pro­
fession .

Members of the College are experts in cane 
for the healthy woman during her pregnancy, 
labor and delivery, as well as care for both 
mother and child after the baby is born.

No member is an "ordinary midv;ife" in the 
usual concept of that term. Each is a nurse 
educated at schools of midwifery associated 
with 28 institutions of higner learning, 
among them Yale, Columbia, Stanford, George-
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town and many state universities. CNMs work 
in clinical collaboration with physicians.

3etween July 1, 1984, and July 1, 1985, 
about 1,400 CNMs had malpractice insurance 
under a blanket ACNM policy written by the 
Mutual Fire, Marine i Inland Insurance Com­
pany of Philadelphia.

The company notified ACNM in May 1985 that 
the policy would not be renewed —  not be­
cause of its members' professional perform­
ance, but because of general conditions in 
the insurance industry (the unavailability 
of reinsurance).

Mutual Fire Marine and Inland is the third 

insurance carrier the ACNM has worked with 

in the past three years. In the 1970s the 
premium per member was S38 per year. It had 
risen to an average of $1,000 a year in 1985.

Suits have been filed against only six 

percent of all nurse-midwives —  a number 
considered low among medical profession­

als .

After Mutual Fire's non-renwal, ACNM, through 
its insurance broker, contacted 17 insurance 
companies in the U. S. ACNM believes this 
represents most carriers who write profes­
sional liability insurance. To date the 
College has been turned down by all of them.

Personal appeals to insurance company 
executives yielded no results, and addi­
tional appeals to them emphasizing the low 
risk of nurse midwife practice have been 

made.

Nurse-midwives have been talking with in­
surance commissioners, legislators and other 
officials of individual states. To date 
only one state out of fifty —  New Jersey —  
has been able to offer insurance from a 

private carrier.



INSURANCE OPTIONS 
FOR CNMS IN 1985

- 3 -

CNMs feel both a moral and a practical 
obligation to carry malpractice insurance to 
protect their patients and themselves from 
any unintentional human error on their 
part. In addition, many CNMs must carry 
malpractice insurance to retain their 
employment and/or hospital privileges.

- In some states, individual CNMs have found 
coverage through an insurer such as a phy­
sician-owned company, but these policies 
usually carry practice restrictions.

- Some CNMs may be covered through their 
employers. This may not shield them from 
personal liability therefore ACNM encourages 
CNMs to carry their own professional liabil­
ity insurance as well.

- Providing that certain conditions are met, 
CNMs may, for the time being, obtain cover­
age through the American Nurses Associ­
ation's (ANA's) or the American College of 
Obstetricians and Gynecologists' (NAACOG's) 
insurance policies.

- Some states —  e.g., New York and Texas —  
have extended joint underwriting authority 
to include nurse-midwives. However, antici­
pated premium levels will be prohibitive 
given that the average income of nurse mid­
wives is $25,000.

- Nurse midwives are appealing to Congress 
to enact emergency legislation to provide
r elief.

Rev. 8/15/85
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Mary Rita Prah 
Executive Director

MEMO

TO: Chapter Chairs

FROM: Mary Rita Prah

RE: Insurance Update: Please
your chapter.

DATE: September 9, 1986

Filing s and Applications

ACNM has been informed by CNA that rate filings for each 
state were sent to state insurance commissioners on Friday, 
August 29, 1986. The 'applications will be sent to CNMs as the
filings are approved. Although some states have "file and use" 
regulations, this applies only to the insurance "rates," not to 
the "forms," which still need to be approved by the state before 
the insurance may become effective. CNA is expecting most 
approvals to come through this week and has applications ready to 
mail as the approvals come in.

It is therefore in the hands of the individual states at 
this time. To hasten the process you can find out who in your 
state insurance office approves new insurance filings and ask 
them to expedite the approval. The policy will be filed under 
the name American Casualty Company, a CNA insurance company. The 
effective date of the policy in your state will be the date on 
which your state gives approval. There is absolutely no 
provision for retroactive coverage of any kind.

Hospital Privileges and the Amount of Coverage: 1 million/lmillion

ACNM has received many calls from CNMs requesting 1 
million/3 million coverage under this CNA policy. The CNMs are 
concerned about losing hospital privileges since they are unable 
to purchase the 1 million/3 million coverage required by many 
hospitals.

ACNM did try to obtain 1 million/3 million coverage from 
the insurance consortium. However, because of conditions in the 
market place , this coverage is not available at the present time. 
ACNM will continue to try to obtain this coverage in the future 
and CNA has indicated that they may reevaluate the coverage in 
not less than 1 year.

In the meantime, CNMs and other health care providers 
(including physicians) are faced with the difficult task of 
convincing hospital administrators and hospital risk managers to

a c : th‘ . o v e r level coverage during this interim time



p e r i o d .  In some a r e a s  o f  t h e  c o u n t r y  CNMs and p h y s i c i a n s  nave  
been s u c c e s s f u l  i n  a c h i e v i n g  t h i s  o u t c o m e .  The f o l l o w i n g  i s  some 
i n f o r m a t i o n  wh i c h  may be u s e f u l  i n  t h i s  r e g a r d .

G e n e r a l l y ,  i t  i s  t h e  i n d i v i d u a l  h o s p i t a l  wh i c h  d e t e r m i n e s  
t h e  r e g u l a t i o n s  f o r  m e d i c a l  s t a f f  p r i v i l e g e s  r e g a r d i n g  t h e  
r e q u i r e m e n t s  f o r  a d e q u a t e  i n s u r a n c e  c o v e r a g e .  Many t i m e s  t h e  
h o s p i t a l  b y - l a w s  s p e c i f y  a s p e c i f i c  amount  o f  c o v e r a g e .  I n  o t h e r  
c i r c u m s t a n c e s  t h e y  r e a d  " a d e q u a t e "  c o v e r a g e .  You need t o  f i r s t  
become f a m i l i a r  w i t h  t h e  s p e c i f i c  s i t u a t i o n  i n  t h e  h o s p i t a l  you 
a r e  d e a l i n g  w i t h .  Nex t  you need t o  l e a r n  how t h e s e  r e g u l a t i o n s  
a r e  v o t e d  upon o r  d e c i d e d  i n  o r d e r  t o  c h ang e  t*nis s i t u a t i o n .  
( F o r  e x amp l e ,  i f  t h e  word " a d e q u a t e "  i s  u s e d ,  you need t o
i n f l u e n c e  t h e  p e r s o n  whose  j o b  i t  i s  t o  d e t e r m i n e  wha t  " a d e q u a t e "  
means .  .In o t h e r  c a s e s ,  you may need t o  amend t h e  b y - l a w s . )  I t
wou l d  a l s o  h e l p  t o  be f a m i l i a r  w i t h  t h e  l aws  i n  y o u r  p a r t i c u l a r  
s t a t e  t h a t  i n f l u e n c e  m a l p r a c t i c e  c l a i m s .  T h e r e  a r e  a number  o f  
s t a t e s  wh i c h  have  p l a c e d  a " c a p " - on awa r d s  and o t h e r  t o r t  r e f o r m  
e f f o r t s  a r e  b e i n g  d i s c u s s e d .  Do t a k e  t h e  t ime  t o  become i n f o r m e d  
wi t h  t h e s e  i s s u e s  p r i o r  t o  s c h e d u l i n g  an a p p o i n t m e n t  w i t h  y o u r  
a p p r o p r i a t e  d e c i s i o n - m a k e r .

I n  d i s c u s s i n g  t h i s  p r o b l em  w i t h  t h e  c h i e f  u n d e r w r i t e r  a t  
CNA, t h e  f o l l o w i n g  a d v i c e  was g i v e n :  I m p r e s s  on y o u r  h o s p i t a l
t h a t  CNA i s  an A-f r a t e d  c a r r i e r  and t h a t  t h e  S I  m i l l i o n  p e r  l o s s  
i s  t h e  mos t  i m p o r t a n t  l i m i t .  I t  i s  e x t r e m e l y  r a r e  f o r  a p r o v i d e r  
t o  r e a c h  o r  need a S3 m i l l i o n  a g g r e g a t e  l i m i t .  ( I n  f a c t ,  t h i s  
CNA u n d e r w r i t e r  i n d i c a t e d  t h a t  s he  had n o t  s e en  a c a s e  wher e  a 
p h y s i c i a n  o r  o t h e r  p r o v i d e r  needed  t h e  S3 m i l l i o n  a nn u a l  
a g g r e g a t e  o u t  o f  t h e  t h o u s a n d s  o f  c a s e s  wh i c h  s he  had h a n d l e d ) .  
P e r h a p s  a s k  y o u r  h o s p i t a l  t o  i n v e s t i g a t e / d o c u m e n t  when any o f
t h e i r  s t a f f  had n e e de d  t h e  S3 m i l l i o n  a g g r e g a t e .  W i t h o u t  b e i n g
a n t a g o n i s t i c ,  i t  wou l d  be v e r y  u s e f u l  t o  f o r c e  them i n  t h i s  way
t o  c o n f r o n t  t h e  r e a l i t y  o f  t h i s  p e r c e i v e d  n e e d .

I t  wou l d  a l s o  be h e l p f u l  t o  l o o k  a t  t h e  ACNM c l a i m s  d a t a  
f o r  y o u r  s t a t e .  Mos t  c h a p t e r  c h a i r s  h ave  u s ed  t h i s  i n f o r m a t i o n  
i n  d i s c u s s i o n s  w i t h  s t a t e  i n s u r a n c e  c o m m i s s i o n e r s .  P r e s e n t  t h e
d a t a  a c c u r a t e l y  b u t  s e l e c t  t h e  mos t  f a v o r a b l e  d a t a  t o  h i g h l i g h t .
Remember t h a t  CNM c a s e s  a r e  v e r y  i n f r e q u e n t ,  and t h a t  t h e  SI  
m i l l i o n  p e r  l o s s  l i m i t  p r o v i d e s  t h e  h o s p i t a l  w i t h  p r o t e c t i o n  
a g a i n s t  s e v e r i t y .

T r y  t o  g e t  s u p p o r t  f r om t h e  o t h e r  h e a l t h  p r o v i d e r s  i n  t he  
h o s p i t a l s .  T h i s  i n s u r a n c e  c r i s i s  ha s  h i t  e v e r y o n e  and p h y s i c i a n  
premi ums  a r e  a l s o  s k y r o c k e t i n g .  They may be c o n s i d e r i n g  s i m i l a r  
b y - l a w s  c h a n g e s  o r  a d m i n i s t r a t i v e  a p p e a l s .

Chapter Chairs
September 9, 1986
Page 2
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Remember  t h a t  h o s p i t a l  p e r s o n n e l  a r e  i n f l u e n c e d  by a 
number  o f  p e o p l e .  C o u l d  y o u r  i n s u r a n c e  c o m m i s s i o n e r  h e l p ?  What  
a b o u t  y o u r  s t a t e  h e a l t h  c o m m i s s i o n e r ?  The  g o v e r n o r ?  The  mayo r ?  
Woul d  an a r t i c l - e  i n  t he .  p a p e r  i n f o r m i n g  c o n s ume r s  . . . he l p?  . . . A l s o ,  
H e l e n  V.  B u r s t  h e a d s  up t h e  C o l l e g e ' s  T a s k  F o r c e  on JCAH.  On l y  
CNMs i n  a p a r t i c u l a r  s i t u a t i o n  c an  d e t e r m i n e  t h e  b e s t  s t r a t e g y .  
Good l u c k .
MRP: wh
c c :  B o a r d  o f  D i r e c t o r s

S t a f f
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NU R SE  P R A C T I T I O N E R S  are

Registered Nurses who have obtained 

advanced education.

They are licensed by the State of Alaska and 

ident i f ied by the in i t i a l s  A.N.P.  

(Advanced Nurse Practitioner).

N U R S E  P R A C T I T I O N E R S  are

skilled in helping you achieve your maximum 

potential of wellness.

Teaching and education are important to 

help you understand your body and live a 

healthier life.

N U R S E  P R A C T I T I O N E R S  

emphasize the PREVENTION of illness 

and the PROMOTION of health.

In addition to health teaching and counsel­

ing, NURSE PRACTITIONERS perform 

complete physical examinations, diagnose 

and treat common illnesses, manage stable 

chronic conditions and prescribe and 

monitor medications. When necessary 

NURSE PRACTITIONERS consult with 

and/or referyou to other health profession-% t
als in the community.

As with other professions,NURSE 

PRACTITIONERS have special areas of 

expertise:

PEDIATRIC NURSE PRACTITIONERS 

work with infants, children, adolescents 

and their parents. Their expertise is m child 

growth and development and the special 

needs of the handicapped or gifted child 

and family.

They diagnose, treat, and manage acute 

and chronic illnesses and provide parent 

education.

GERIATRIC NURSE PRACTITIONERS 

work with elderly individuals ana families 

to manage chronic illnesses and assist the 

client to maintain the highest degree of 

independence possible.

WOMEN’S HEALTH CARE NURSE 

PRACTITIONERS provide complete obstet­

rical and gynecological care to women of all 

ages.

ADULT NURSE PRACTITIONERS

work with adults to achieve and maintain a 

healthy lifestyle. Their expertise is in adult 

growth and development through the 

lifespan.

CERTIFIED NURSE MIDWIVES work 

with the pregnant family. Their expertise is 

prenatal care, labor and delivery, and post 

partum care.

FAMILY NURSE PRACTITIONERS

work with individuals and families of all 

ages. They are considered the generalist of 

nurse practitioners. Their expertise is in 

viewing the overall health and well-being of 

the family unit. They diagnose and treat 

acute and chronic illnesses of individuals of 

all ages.



NURSE  PRA CT IT ION ER S  work 

m emergency rooms, hospitals, clinics, ambula­

tory cart; centers, physician offices, health 

departments, student health centers and 

visiting nurse agencies.

Also, NURSE PRACTITIONERS may 

have their own private practices.

NURSE PRACTITIONERS work with 

you to reduce your health care cost, 'n 

general, they cost no more anc often less 

than a physician in your area.
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M a r c h  2 3 ,  1 9 8 7

T O :  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

R e : C o n c e r n s  o f  t h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n
o n  CSHB 4 6

I N TROD UCTIO N

H i s t o r i c a l l y ,  t h e  A I A  h a s  t a k e n  t h e  p o s  i t  i o n  t h a t  
o n e r o u s  r e s t r i c t i o n s  s h o u l d  n o t  b e  i m p o s e d  o n  i n s u r a n c e  i n  t h e  
a r e a  o f  c a n c e l l a t i o n  a n d  r e n e w a l  of: c o m m e r c i a l  i n s u r a n c e .  W h i l e  
r e g u l a t i o n  i n  t h i s  a r e a  i s  i n t e n d e d  t o  p r o m o t e  i n s u r a n c e  
a v a i l a b i l i t y ,  u n d u e  i n t e r v e n t i o n  i n  t h e  p r o c e s s  b y  w h i c h  
u n d e r w r i t i n g  c a p a c i t y  i s  a l l o c a t e d ,  c a n  a c t u a l l y  h a v e  t h e  
o p p o s i t e  e f f e c t .  T h e  A I A  d o e s  r e c o g n i z e  t h a t  t h e  p u b l i c  h a s  a  
l e g i t i m a t e  i n t e r e s t  i n  b e i n g  a s s u r e d  t h a t  ^t  w i l l  n o t  b e  d e n i e d  
a c c e s s  t o  c o v e r a g e  o n  a n  a r b i t r a r y  b a s i s .

T h e  A I A  i s  i n  p a r t i c u l a r  c o n c e r n e d  a b o u t  t h e  
c a n c e l l a t i o n  a n d  n o n - r e n e w a l  l e g i s l a t i o n  c o n t a i n e d  i n  H B 4 6 .

NO T IC E  OF CANCELLATION ( S E C T I O N S  3 5  & 3 6 ,  p . 1 9 )

T h e s e  s e c t i o n s  p r o p o s e  a  6 0  d a y  m a n d a t o r y  c a n c e l l a t i o n  
n o t i c e  o n  p e r s o n a l  i n s u r a n c e  p o l i c i e s ,  a n d  b u s i n e s s  a n d  
c o m m e r c i a l  p o l i c i e s .  T h e  A I A  w o u l d  p r e f e r  t h a t  a n y  c a n c e l l a t i o n  
r e q u i r e m e n t s  b e  t h r o u g h  r e g u l a t i o n  r a t h e r  t h a n  l e g i s l a t i o n .  T h e  
A I A  a g r e e s  w i t h  t h e  c o m m e n t s  o f  F r a n k  B .  H a l l  a n d  C o m p a n y ,  a n d  
A j u s t c o ,  I n c . ,  t h a t  a  j u m p  t o  3 0  d a y s  w o u l d  b e  f a r  l e s s  
t h r e a t e n i n g  t o  t h e  i n d u s t r y  t h a n  6 0  d a y s .



LIMITS ON THE CANCELLATION OF BUSINESS AMD COMMERCIAL INSURANCE 
POLICIES (SECTION 34, pp. 18, 19)

This section prescribes that' business and commercial 
policies can only be cancelled for 10 specified reasons, or by 
special permission by the Director of Insurance. This section 
ties in with the 60 day cancellation notice. Among the reasons 
specified, which would allow for 60 day cancellation are
discovery of fraud or material misrepresentation in obtaining
the insurance policy; physical changes in the insured property 
that result in the property becoming uninsurable and physical 
changes in the operation of the insured that result in the 
property becoming uninsurable.

It is unreasonable to require 60 or even a 30 day notice 
of cancellation, especially when there is fraud or 
misrepresentation. It is suggested that the reasons in 
subparargraphs 1 through 6 require only a 10 day cancellation 
notice and that the additional sections require a 30 day 
cancellation.

FAILURE TO RENEW (Subsection 37, p. 20)

This section requires 45 days notice for non-renewal of 
a business or commercial insurance policy. For the same reasons 
involving cancellation, the AIA requests tint this be changed to 
30 days.

REMARKS

It would be beneficial to have clarification on the 
potential penalties should the cancellation, and non-renewal 
sections go into effect. The AIA suqqests that a sound 
cancellation/non-renewal regulation should not exact a penalty 
from an insurer, but place the insured in the position it would 
have been had compliance taken place. Accordingly, if the 
company fails to provide the notice, coverage remains in effect 
until proper notice of the change is given. Once the proper 
notice is provided, the insured has 30 days to accept a 
non-renewal. Coveraqe for any period of time that extends beyond 
the expiration i_ate shall be determined prorata based upon the 
prior year's rate.

Prepared by Tom Slagle 
Robertson, Monagle & Eastaugh, P.C. 
(907 ) 586-3340

TJS:mb:dd:46
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COMMENTS TO COMMITTEE S U B S T I T U T E  FOR HOUSE B I L L  4 6

MARCH 7 ,  1 9 8 7

T h i s  p r o p o s e d  L e g i s  
d e s i g n e d  t o  a s s i s t  
I n s u r a n c e  p r a c t i c e s  
P u b l i c .  S i n c e  t h e n ,  
h a v e  e v o l v e d  i n  t o  
h a s t i l y  w r i t t e n  a n d  
s w e e p i n g  c h a n g e s  
d i s a s t r o u s  e f f e c t s  o n

l a t i o n  s t a r t e d  o u t  w i t h  s o m e  w e l l  d e f i n e d  i s s u e s ,  
t h e  R e g u l a t o r y  A u t h o r i t i e s  a n d  t o  i m p r o v e  s o m e  
t o  t h e  b e n e f i t  o f  t h e  A l a s k a n  I n s u r a n c e  b u y i n g  
w i t h  n o  f o r e w a r n i n g ,  t h e s e  o n c e  s e p a r a t e ,  I s s u e s  

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

t o  t h e  I n s u r a n c e  I n d u s t r y ,  w h i c h  c o u l d  h a v e  
m a n y  p r i v a t e  b u s i n e s s  p e o p l e  r e s i d i n g  i n  A l a s k a .

I t  i s  u n f o r t u n a t e  t h a t  t h e s e  s e c t i o n s  h a d  t o  b e  c o m b i n e d  w i t h  g o o d  
s o l i d  i s s u e s  t h a t  s e p a r a t e l y  w e r e  g o o d  f o r  t h e  R e g u l a t o r y  A u t h o r i t i e s ,  
t h e  A l a s k a n  P e o p l e  a n d  t h e  I n s u r a n c e  I n d u s t r y .

T h e r e  i s n o  w a y  t h a t  t h i s  d o c u m e n t  s h o u l d  b e  a l l o w e d  t o  s t a y  i n  t a c t .  
T h e r e  i s  n o  E m e r g e n c y  o r  n o  c o m p e l l i n g  r e a s o n  t o  r u s h  t o  p a s s  
L e g i s l a t i o n  t h a t  i s  n o t  u n d e r s t a n d a b l e ,  e v e n  t o  t h e  P r o f e s s i o n a l s  i n  
t h e  I n d u s t r y .  T h e  1 2  a r e a s  c o n t a i n e d  i n  t h e  W o r k  D r a f t  a r e  n o t  
s i m i l a r  i n  s u b s t a n c e  a n d  t h e y  d e a l  w i t h  f a r  t o o  w i d e  a  v a r i e t y  o f  
I n s u r a n c e  I s s u e s .  I f  t h i s  L e g i s l a t i o n ,  i n  i t ' s  p r e s e n t  f o r m ,  v / e r e  t o  
p a s s ,  i t  w o u l d  r e d u c e  S t a t e  r e v e n u e s  a n d  a d v e r s e l y  e f f e c t  t h e  
a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  o f  I n s u r a n c e  i n  A l a s k a .

We t h e r e f o r e ,  u r g e  t h e  C o m m i t t e e  t o  h o l d  
T h e n  t h e  g o o d  s o l i d  i s s u e s  ( t h o s e  w h i c h  
a g r e e d  u p o n )  c o u l d  b e  r e i n t r o d u c e d ,  
i n t r o d u c e d  w i t h  n o  f o r e w a r n i n g ,  c o u l d  
b o a r d ,  s t u d i e d ,  a n d  d i s c u s s e d  w i t h  t h o s e  
c o n c e s s i o n s ,  t h e n  t o  b e  r e i n t r o d u c e d  a t  a

t h i s  W o r k  D r a f t  i n  C o m m i t t e e ,  
h a v e  a l r e a d y  b e e n  s t u d i e d  a n d  
T h o s e  i s s u e s ,  w h i c h  h a v e  b e e n  

b e  t a k e n  b a c k  t o  t h e  d r a w i n g  
e f f e c t e d ,  t o  a r r i v e  a t  m u t u a l  
l a t e r  d a t e .

P a t r i c k  S .  C o w a n  
E x e c u t i v e  D i r e c t o r

*



A . 1 . I . A . B . . I N C .  COMMENTS ON HCR 2

MARCH 9 .  1 9 8 7  -

T h e  f o u r  p o i n t s  i n  t h e  R e s o l u t i o n  a l l  s o u n d  g o o d ,  b u t ,  l e t ' s  l o o k  a t  
e a c h  o f  t h e m  i n d i v i d u a l l y ,  a s  t h e y  p r e s e n t l y  w o r k ,  i n  t h e  r e a l  w o r l d .

1)  E l i m i n a t e  t h e  c u r r e n t  a n t i t r u s t  e x e m p t i o n  f o r  t h e  i n s u r a n c e
i n d u s t r y .  L o o k  a t  I t  -  3 5 0 0  I n s u r a n c e  C o m p a n i e s  o f  a l l  s i z e s ,  e a s e
o f  e n t r y  i n t o  t h e  b u s i n e s s ,  t h e  f r e e d o m  t o  f a i l ,  n o  o n e  C o m p a n y  
c o n t r o l l i n g  m o r e  t h a n  9% o f  t h e  M a r k e t ,  c o s t  b a s e d  p r i c i n g  o f  t h e  
I n s u r a n c e  p r o d u c t ,  a  c o m p e t i t i v e  M a r k e t  c y c l e .  T h i s  i s  a l l o w e d  
b e c a u s e  t h e  a n t i t r u s t  e x e m p t i o n  a l l o w s  a l l  I n s u r a n c e  C o m p a n i e s  t o  h a v e  
a c c e s s  t o  L o s s  i n f o r m a t i o n ,  c o m m o n  p o l i c y  f o r m  i n f o r m a t i o n ,  r a t i n g
i n f o r m a t i o n ,  &< a c t u a r i a l  i n f o r m a t i o n .  I f  t h e  a n t i t r u s t  e x e m p t i o n  h a d  
b e e n  r e p e a l e d  a  f e w  y e a r s  a g o ,  w e  w o u l d  n o t  h a v e  a n  A l a s k a  N a t i o n a l  
I n s u r a n c e  C o m p a n y  n o w ,  o r  a n y  o t h e r  s m a l l  I n s u r a n c e  C o m p a n y ,  a s  t h e y  
w o u l d  h a v e  h a d  t o  o p e r a t e  i n  a  v a c u u m ,  w i t h o u t  t h e  a b o v e  m e n t i o n e d
i n f o r m a t i o n .  THE REPEAL OF THE CURRENT A N T I T R U S T  EXEMPTION WOULD NOT
REDUCE INSURANCE COST OR IMPROVE A V A I L A B I L I T Y  IN ALASKA.

2 )  I n v e s t i g a t e  p r o p o s a l s  d e s i g n e d  t o  r e g u l a t e  t h e  i n s u r a n c e  
i n d u s t r y  o n  a  n a t i o n w i d e  b a s i s .  A l a s k a  i s  u n i q u e ,  We d o n ' t  h a v e
l a r g e  p o p u l a t i o n s  o r  u r b a n  c e n t e r s .  We h a v e  p e c u l i a r  p r o b l e m s  w h i c h  
are* n o t  s i m i l a r  t o  s t a t e s  t h a t  a r e  r e p r e s e n t e d  b y  e v e r y  I n s u r a n c e  
C a r r i e r  i n  A m e r i c a ,  i e i  N e w  Y o r k  a n d  C a l i f o r n i a .  We a r e  b e t t e r  o f f  
i n f l u e n c i n g  t h e  d e s t i n y  o f  o u r  o w n  p o l i c y h o l d e r s  b y  c o n t r o l l i n g  t h e  
R e g u l a t i o n s  i n  S t a t e ,  r a t h e r  t h a n  b y  o u r  p e r c e n t a g e  o f  m a r k e t  i n  t h e  
N a t i o n .  I n  a d d i t i o n ,  ̂ E o l i c y  f e e s  a n d  t a x e s  n o w  a r e  t h e  5 t h  l a r g e s t
r e v e n u e  s o u r c e  ( o u t s i d e  o f  a l l  O i l  i n c o m e )  i n  t h e  S t a t e  o f  A l a s k a .  
T h e r e  w o u l d  b e  n o  n e e d  f o r  t h e s e  f e e s  a n d  t a x e s  i f  w e  w e r e  r e g u l a t e d  
b y  N a t i o n a l  A u t h o r i t i e s .  T h a t  w o u l d  b e  t a x a t i o n  w i t h o u t  
r e p r e s e n t a t i o n .

3 )  E s t a b l i s h  m u l t i s t a t e  i n s u r a n c e  p o o l s  f o r  h i g h - r i s k  m a r k e t s .

4 )  D e v e l o p  w i t h  o t h e r  s t a t e s  a  m u l t i s t a t e  r e i n s u r a n c e  c o m p a c t .
I f  w e  w e r e  t o  e s t a b l i s h  e i t h e r  a  m u l t i s t a t e  p o o l  o r  r e i n s u r a n c e  

c o m p a c t ,  r u l e s ,  r e g u l a t i o n s  & g u i d e l i n e s  w o u l d  p r o b a b l y  b e  c r e a t e d
b a s e d  o n  p e r c e n t a g e  o f  b u s i n e s s  p l a c e d  i n  t h e  p o o l  o r  c o m p a c t .  A s  
A l a s k a  p r e s e n t l y  a c c o u n t s  f o r  3 / 1 0 t h  o f  o n e  p e r c e n t  o f  t h e  I n s u r a n c e  
w r i t t e n  i n  A m e r i c a ,  t h e  o t h e r  s t a t e s  i n  t h e  p o o l  o r  c o m p a c t  w o u l d  b e  
i n  c o n t r o l  o f  o u r  p o l i c y h o l d e r s .

I n  s u m m a r y ,  t h i s  i s s u e  i s  p r e s e n t l y  b e i n g  h e a r d  b e f o r e  t h e  C o n g r e s s  o f  
t h e  U n i t e d  S t a t e s  o f  A m e r i c a .  A d e l e g a t i o n  o f  A l a s k a  A g e n t s  & 
B r o k e r s ,  a r e  g o i n g  t o  W a s h i n g t o n  D.  C .  t o  a t t e n d  a  W h i t e  H o u s e
B r i e f i n g  a n d  L e g i s l a t i v e  C o n f e r e n c e s  a t  t h e  e n d  o f  M a r c h ,  1 9 8 7  t o
a d d r e s s  t h i s  s p e c i f i c  i s s u e .  We r e a l l y  w o u l d  h a t e  t o  b e  e m b a r r a s s e d
b y  . 3 %  o f  t h e  m a r k e t  t r y i n g  t o  t e l l  t h e  o t h e r  9 ^ . 7 %  o f  t h e  I n d u s t r y  
h o w  t o  r u n  t h e i r  b u s i n e s s .

T h e r e f o r e ,  we  u r g e  t h e  C o m m i t t e e  t o  v o t e  a g a i n s t  HCR 2  a n d  a l l o w  o u r  
U.  S .  R e p r e s e n t a t i v e s  a n d  S e n a t o r s  t o  a r g u e  o u t  t h i s  i s s u e  i n  t h e  
C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  o f  A m e r i c a .

%
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Original s p o n s o r s : Navarre, Swackharamer
and Sund

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 46 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF A L A S K A

F I F T EENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to insurance; and providing for an

BE IT ENACTED BY TH E L E G ISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.09.210(c) is amended to read:

(c) A  domestic company or ganized before J uly 1, 1987, is exempt 

from taxation under this section for a period of five years from the 

date of its organization.

* Sec. 2. AS 21.09.250 is amended to read:

Sec. 21.09.250. PROHIBITED ACTS. A n  insurer doing business in 

this state m a y  not make, write, place or cause to be made, w r i t t e n  or 

placed in this state a policy, duplicate policy  or contract of i n s u r­

ance of any k i n d  or character, or general or floating p olicy u p o n  

persons or p r o p e r t y  resident, situated or located in this state, from 

or through a broker, agent, general agent, surplus line b r o k e r ^  or 

person w h o  has not secured a license in this state. A n  insurer m a y  

not pay a commission or any form of remun e r a t i o n  to a person, firm_j_ or 

organization for the w r i t i n g  or placing of insurance coverage in this 

state unless that person, firm^ or o r ganizati on holds a license issued 

by the director.

*  Sec. 3. AS 21.09.280 is amended to read:

Sec. 21.09.280. GENERAL AGENTS [AND MANAGERS]. (a) An insurer 

appointing a p e r s o n  as its general agent [OR MANAGER] to represent it 

in this state shall file notice of the appointment w i t h  the director 

on forms presc r i b e d  and furnished b y  the director.

effective date."

- 1 - CSHB 46(Jud)
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(b) A  general agent [OR MANAGER] has the authority, consistent 

w i t h  this title, that m a y  be c o n f e r r e d  by the insurer. A  general 

agent, resident or nonresident, q u a l i f i e d  in AS 21.27.09U, licensed as 

p r o v i d e d  in this section in the same m a n n e r  as is p r o v i d e d  for agents 

in AS 2 1 . 2 7 , m a y  exercise the powers c o n f e r r e d  b y  this title upon 

agents l i c e n s e d 'for the kinds of i n s u r a n c e  that the general agent is 

a u t h o r i z e d  to transact for the insure r a p p o i n t i n g  the agent.

(c) The [EXCEPT A S  PROVIDED U N D E R  AS 21.27.500, THE] appointment 

of a re sid e n t  or n o n r e s i d e n t  genera l agent is not effective unless the 

person appointe d is licensed as the g e n e r a l  agent of the insurer by 

the d i r ec tor upon applic a t i o n  and p a y m e n t  of a fee set under AS 21.- 

06.250.

(d) Every license is subject to the payment of an annual fee set 

u nder AS 21.06.250 and payable on or b e f o r e  [EXPIRES AT] the close of 

business on the 30th day of June of each year [FOLLOWING THE DATE  OF 

ISSUE, A N D  M A Y  BE R E NEWED F OR A N  A D D I T I O N A L  Y E A R  UPON A P P L I C A T I O N  AND 

P A Y MENT OF THE FEE].

(e) The director m a y  deny, suspend, or revoke a license for any 

cause specified in AS 21.27.410 in the m a n n e r  p r o v i d e d  in AS 21.27.- 

420.

* Sec. 4. AS 21.09.280 is a m e nded by a d d i n g  ne* subsections to read:

(f) Persons employed on salary b y  an insurer, including officers 

and salaried employees p erformi ng the same services as general agents, 

are consid e r e d  to be service r e p r e s e n t a t i v e s  and are not required to 

be licensed.

(g) For purposes of this section, a person, firm, or corporation 

that performs m a n a g e m e n t  services for an insurer is not considered a 

general agent if

(1) the person, firm, or corp oration is a wholly-owned 
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subsidiary of the insurer;

(2) the person, firm, or corp or a t i o n  w h o l l y  owns the insur­

er; or

(3) the person, firm, or c orpor ation is a w h o l ly-owned 

subsidiary of the i nsurance h o l d i n g  company that owns or controls the 

insurer.

* Sec. 5. « AS 21.27.020 is a m e n d e d  to read:
I

Sec. 21.27.020. G E N E R A L  Q U A L IFICAT IONS F O R  LICENSE. For the 

p rotection of the p eo ple of this state, the d i r ector  m a y  not issue [OR 

RENEW] a license except in compliance w i t h  this chapter [, OR] to a 

p e r s o n , or to b e  e x e r c i s e d  b y  [,] a p e r s o n ^  fo und b y  the direc t o r  to 

be untrustworth y, incompetent, or who has not e s t a b l i s h e d  to the 

satisfaction of the d i r e c t o r  that the p e r s o n  is q u a l i f i e d  u n d e r  [IN 

AC C O R D A N C E  WITH] this chapter.

* Sec. 6. AS 21.27.030(a) is a m e n d e d  to read:

(a) T h e  d i r ector m a y  not grant an agent, solicitor, or broker 

license to a p e r s o n  if the director has r e a s o n a b l e  cause to believe 

that

[(1) D U R I N G  E I T H E R  OF THE TWO C A L E N D A R  YEARS IMMEDIATELY 

PRECEDING T H E  R E Q U E S T  F O R  R E N E W A L  OF THE L I C E N S E  THE A G G R E G A T E  AMOUNT 

OF C O M M I S S I O N S  R E P R E S E N T E D  BY T H E  CONTROL LED BUS INESS P R O CURED BY OR 

THROUGH THE L I C E N S E E  E X C E E D E D  THE AGGR E G A T E  A M O U N T  OF COMMISSIONS 

R EPRESENTED  BY A L L  O T H E R  INSURANCE  BUSINESS P R O C U R E D  BY O R  T H R O U G H  THE 

LICENSEE; OR

(2)] the circum s t a n c e s  of the appl icant for the license [OR 

OF A  LICENSEE] are such [AS TO CAUSE THE D I R E C T O R  R E A S O N A B L Y  TO 

BELIEVE] that during the 12-month period i mmedi a t e l y  followi ng issu­

ance [OR RENEWAL] of the license, if issued [OR RENEWED], the a g g r e­

gate amount of commissions to be repres e n t e d  by the controlled
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business would e x c e e d  the a g g r egate amount of c o m m i s s i o n s  to be r e p r e­

sented by all o t h e r  insurance busine ss to be p r o c u r e d  b y  or through 

the applicant [OR LICENSEE].

* Sec. 7. AS 21.27.030 is a m e n d e d  b y  a dding a n e w  s u b s e c t i o n  to read:

(d) The d i r e c t o r  m a y  r e v o k e  an agent, solicitor, or broker 

license if the ‘dir e c t o r  has r e a s o n a b l e  cause to b e l i e v e  that during 

either 6f the two p r e c e d i n g  c a l e n d a r  years the a g g r e g a t e  amount of 

commissions r e p r e s e n t e d  b y  the c o n t r o l l e d  b u s iness p r o c u r e d  by or 

through the l icensee excee d e d  the aggregat e a mount of commissions 

represen ted by all other insu rance b u s ines s p r o c u r e d  b y  or through the 

licensee.

* Sec. 8. AS 21.27.060 is a m ende d to read:

Sec. 21.27.060. E X A M I N A T I O N  O F  APPLICANTS. (a) E a c h  applicant 

for an individual license as agent, broker, solicitor, or adjuster 

shall, before the issuance of the license, p e r s o n a l l y  take and pass_j_ 

to the satisfaction of the d i r e c t o r ^  an e x a m i n a t i o n  given by the 

director as a test of the q u a l i f i c a t i o n s  and compet e n c e  of the a p p l i­

cant. This re quir e m e n t  does n o t  appl y to

(1) a pplicant s for l i m i t e d  licenses, as travel insurance 

agents only, under AS 21.27.150, or, at the d i s c r e t i o n  of the d i r e c­

tor, to applicants for licenses as d i s a b i l i t y  insur ance agents for the 

purpose of h a n d l i n g  limited coverages pertaining to sports and r e c r e­

ation ;

(2) a pplicants who at any time w i t h i n  the f i v e - y e a r  period 

immediately p r e c eding the date of applic a t i o n  h a v e  b e e n  licensed in 

this state under a license r e q u i r i n g  q u a l i fications r e q u i r e d  by the 

license applied for and who are cons id e r e d  by the d i r e c t o r  to be fully 

qualified and competent;

(3) app licants for license as n o n r e s i d e n t  agent or as

CSHB 4 6 (Jud) -4-



WORK DRAFT WORK DRAFT WORK DRAFT

n o n r e s i d e n t  b roker who h a v e  fulfilled  qualif i c a t i o n  r e quire ments in 

their state or p r o vince of residence and who are consid e r e d  b y  the 

director to be fully q u a l i f i e d  and competent;

(4) a pplicants for an agent or solicitor license covering 

the same kinds of insurance  as an agent's or solicitor's license then 

h e l d  b y  them.

Cb)' The director m a y  at any time require an individual [A] 

licensed as an agent, broker, solicitor, or adjuster to take and 

s u ccessful ly pass an e x a m i n a t i o n  testing competence and qualifications 

as a conditio n to the c o n t i n u a n c e  [OR RENEWAL] of the license if the

licensee has been g u i l t y  of v i o l a t i o n  of this title, or has so con­

ducted affairs u nde r the license as to cause the director reasonably 

to desire further e v i d e n c e  of the q u a l ification s of the licensee.

* Sec. 9. AS 21.27.090(a) is a m ended to read;

(a) To qualify for an individual agent or b r o k e r  license an

applicant shall comply w i t h  this title and

(1) be 19 years of age or over [, IF AN INDIVIDUAL];

(2) if for a resi dent agent's or broker's license, be a

bona fide resident b e f o r e  issuance of license [,] and a c t u ally reside

in the state [RESIDING IN ALASKA, O R  IF A  CORPORATION, BE OTHER THAN 

AN INSURE R AND M A I N T A I N  A  L A W F U L L Y  E S T A B L I S H E D  PLACE OF BUSINESS IN

THIS STATE, EXCEPT AS P R O V I D E D  IN AS 21.27.270];

(3) [BE E M P O W E R E D  TO BE AN A G E N T  OR BROKER, AS THE CASE MAY

BE, U N D E R  ITS MEMBERS' AGREEMENT, IF A  FIRM, OR BY ITS A RTICLES OF

INCORPORATION, IF A  CORPORATION;

(4)] suc ces s f u l l y  pass a n y  examination  required under 

AS 21.27.060;

(4) [(5)] be a tru stworthy person;

(5) [(6)] not use  or intend to use [OR USE] the license for
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the purpose  princi p a l l y  of w r i t i n g  controlled business, as d e fined in 

AS 21.27.030;

(6) [(7)] if for an agent license, be a p p o i n t e d  as its

agent b y  one or more a u t h o r i z e d  insurers, subject to issuance of the

1 i c e n s e , except that an individual a cting on behalf of a firm is not

r e q u i r e d  to have an appointm ent as an agent for that a c t i v i t y ;

• (7) [(8)] if for b r o k e r  license, have had e x p e r i e n c e  either 

as an agent, solicitor, adjuster, general agent, broker, or as an 

e m p l o y e e  of insurers or rep res e n t a t i v e s  of insurers, or special e d u c a­

tion or training of sufficient  dura tion and extent r e a s o n a b l y  to

satisfy  the director that the a pplicant possesses the competence 

n e c e s s a r y  to fulfill the r e s p o n s i b i l i t i e s  of broker.

* Sec. 10. AS 21.27.090 is a m e n d e d  by adding a n e w  subsection to read:

(c) To qualify for a firm agent or broker license an applicant

shall compl y w i t h  this title and

(1) comply w i t h  (a)(5) and (6) of this section;

(2) if a corporation, m a i n t a i n  a lawfully e s t a b l i s h e d  place 

of b u s in ess in this state, except as provided in AS 21.27.270.

* Sec. 11. AS 21.27.130 is a m end ed to read:

Sec. 21.27.130. C O NTENT O F  AGENT, BROKER, SOLIC I T O R  LICENSES. 

Agent, solicitor, and b r oker licenses m u s t  [SHALL] be in the form the 

d i r e c t o r  prescribes, and must [SHALL] set out

(1) the name and address of the licensee, or if the lic­

ensee is require d to have a p lace of business, the address of the

place of business;

(2) if the agent or b r o k e r  is a firm [OR CORPORATION], the 

name of the principal or m a n a g e r  of the firm hold ing an individual 

license as required by AS 21.27.140 [EACH INDIVIDUAL A U T H O R I Z E D  TO 

E X E R C I S E  THE POWERS CONFERRED BY THE LICENSE];
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(3) the kind or kinds of insurance the licensee is [THERE­

BY] l i c en sed to handle;

(4) if a s o l i c i t o r 1 s license, the n a m e  and address of the

a gent or b r o k e r  r e prese nted by the solicitor;

(5) the condition u n d e r  w h i c h  the license is granted;

(6) the date of issua n c e  [AND DATE OF EXPIRATION] of the

license .<

* Sec. 12. AS 21.27. 140 is a m e n d e d  to read:

Sec. 21.27. H O .  LICENSES TO FIRMS [AND CORPORATIONS]. A  firm 

shall h a v e  a firm license of the same degree as each individual l i­

censee a cting on b e h a l f  of the firm. A  firm [OR CORPORATION] m a y  not

be l i c e n s e d  as an a d j u s t e r , a g e n t ^  or b r o k e r  unless each individual

a c t i n g  as or r e p resenti ng to be an adjuster, agent, or b r o k e r  on

b e h a l f  of the firm is licensed as an individual, and the principal  or

m a n a g e r  of the f i r m  is licensed as an individual to exercise all the 

powers c o n f e r r e d  b y  the firm's license. If the licensee knows of and 

consents to an act or repres e n t a t i o n  on b e h a l f  of the firm by an 

indivi d u a l  w h o  is not licensed as r e q u i r e d  by this chapter, that act 

or r e p r e s e n t a t i o n  [TO BE E M P O WERED A N D  DESI GNATED IN THE L I C E N S E  TO 

E X E R C I S E  THE P OWERS CONFERRED B Y  THE L I CENSE  IS QUALIFIED AS T H O U G H  

THE I N D I V I D U A L  W E R E  THE SOLE IN DIV I D U A L  TO BE SO EMPOWERED, E X C E P T  

T H A T  A  F I R M  O R  CORPOR ATION L I C E N S E D  F O R  ALL LINES M A Y  EMPOWER AND 

D E S I G N A T E  A N Y  INDIVIDUAL, O T H E R  THAN THE P RINCIPAL OR MANAGER, L I­

CENS E D  F O R  ONLY P R O P E R T Y - C A S U A L T Y  O R  L I F E - D I S A B I L I T Y  TO EXERCISE THE 

P OWER S C O N F E R R E D  BY THE L I C E N S E  TO THE EXTENT THAT INDIVIDUAL IS 

Q U A L I F I E D  TO ACT. EXERCISE O R  A T T E M P T E D  EXER CISE OF THE POWERS BY AN 

I N D I V I D U A L  N O T  SO DESIGNATED, W I T H  T HE K N O W LEDGE  OR CONSENT O F  THE 

L ICENSEE,] is cause for the r e v o c a t i o n  or suspension of the firm 

l i c e n s e .
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* Sec. 13. AS 21.27.170(b) is a m e n d e d  to read:

(b) The director shall i s s u e  to the agent a special v e n d i n g  

m a c h i n e  license for each machine to be used. The license must [SHALL] 

s p e c i f y  the. n ame and address of t h e  insur er and agent, the name o f  the 

p o l i c y  to be sold, the serial n u m b e r  of the machine, and the p l a c e  

w h e r e  the m a c h i n e  is to be in o p e r a t i o n .  The license jls [SHALL BE] 

s u b j e c t  'to [ANNUAL CONTINUATION, T O  EXPIRATION,] suspe nsion or r e v o c a­

tio n  c o i n c i d e n t a l l y  w i t h  that of the agent. The director shall also 

r e v o k e  the license on a machine if the director finds that the c o n d i­

tions u p o n  w h i c h  the machine was licensed, u n d e r  [AS REFERRED T O  IN]

(a) of this section, no longer exist. Proof of the existence o f  a 

[SUBSISTING] license shall be d i s p l a y e d  on or about each v e n d i n g  

m a c h i n e  in use in the manner the d i r e c t o r  m a y  r e a s o n a b l y  require.

* Sec. 14. AS 21.27. 190(a) is a m ended  to read:

(a) Each applic ant for a b r o k e r  license [OR F O R  THE RENEWAL O F  A 

B R O K E R  L I C E N S E  E X I S T I N G  ON JULY 1, 1966,] shall file w i t h  the a p p l i c a­

tion [OR R E Q U E S T  FOR RENEWAL] and s h a l l  after that [THEREAFTER] m a i n ­

tain in force w h i l e  [SO] licensed a b o n d  in favor of the people of the 

state, e x e cut ed by an authorized c o r p o r a t e  su rety approved by the 

direct or, in the amount of $10,000 [$5,000]. The b o n d  m a y  be c o n t i n u­

ous in form, and total aggregate l i a b i l i t y  on the b o n d  may be l i m i t e d  

to the p a yment of $10.000 [$5,0 0 C ]- The bond m u s t  [SHALL] be c o n t i n­

gent on the accounting by the broker_j_ to a [ANY] p e r s o n  requesting the 

b r o k e r  to obtain insurance or to a p e r s o n  from w h o m  the broker obtains 

i n s u r a n c e , for m o n e y  or premiums c o l l e c t e d  in con nec t i o n  with the 

i n s u r a n c e  [THEREWITH].

* Sec. 15. AS 21.27.190 is amended b y  a d d i n g  a n e w  subs ec t i o n  to read:

(c) An individual who acts on b e h a l f  of a fir m that files a n d

m a i n t a i n s  in force the bond described in (a) of this section is e x empt
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* Sec. 16. AS 21.27.200(a) is repealed and r e e n acted to read:

(a) A  b roker is not an a g e n t  or other re pres e n t a t i v e  of an 

i n s u r e r  and does not have power as a b r o k e r  to b i n d  the insurer r e­

gar d i n g  a risk or an insurance contract.

* Sec. 17. AS 21.-27.200 is amended b y  a d d i n g  n e w  subsec t i o n s  to read:

(c)> In d e t e r m i n i n g  an insured's e n titlement to coverage or 

return premium, a p r e m i u m  payment m a d e  to a b roke r shall be considered 

r e c e i v e d  b y  the insur er if

(1) the p a yment was, at t h e  time it was made, designated 

for s p e c i f i c  coverage; and

(2) the insurer accepted o r  ack now l e d g e d  c o v erag e by i s s u­

ing a policy, binder, or other c ontract for temporary insurance.

(d) A  b r o k e r  m a y  not knowingly a c c e p t  payment for coverage until 

coverage is a u t h o r i z e d  by an insurer.

(e) Ex cept as p r o v i d e d  under (c) of this section, this section 

is n o t  i n t e n d e d  to alter the common l a w  of agency as a p p l i e d  to trans­

actions u n d e r  this title.

* Sec. 18, AS 21.27.240(a) is amended to read:

(a) A n  agent or broker who e m p l o y s  a sol icitor shall pay the 

[THE] f e e  for issuance or annual fee f o r  c o nt inuation [RENEWAL] of a 

solicitor license [SHALL BE PAID BY T H E  A G E N T  OR B R O K E R  BY (THOM THE 

S O L I C I T O R  IS EMPLOYED].

* Sec. 19. AS 21.27.300 is amended to read:

Sec. 21.27.300. CONTENTS OF L I C E N S E .  The director shall p r e­

scribe the form of adjuster license, w h i c h  must contain

(1) the name and business a d d r e s s  of the adjuster;

(2) date of issuance [AND D A T E  OF EXPIRATION] of the l i­

cense ;

from the requirements of (a) of th is  sec tio n .
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(3) other statements p roper to the purposes of the license.

* Sec. 20. AS 21.27.350 is amended b y  adding a n e w  subsec t i o n  to read:

(c) In add ition to the record require d u n d e r  (a) of this s e c­

tion, each agent or b r o k e r  shall have and m a i n t a i n  at the agent's or 

br o k e r ' s  p r i n cipa l p l a c e  of business current a c c o u n t i n g  and financial 

records m a i n t a i n e d  in accor d a n c e  w i t h  generally a c c e p t e d  accounting 

principles. The d i r e c t o r  m a y  request summary or d e t a i l e d  copies for

e x a m i n a t i o n  by the division. Records examined u n d e r  this subsection

are c o n f i d e n t i a l  w h e n  in the posses s i o n  of the division, but m a y  be 

used b y  the director in a pro cee d i n g  against the licensee. For p u r­

poses of this subsection, the records of a firm shall be considered

the records of an indi v i d u a l  agent or broker a c ting on b e h a l f  of the

firm.

* Sec. 21. AS 21.27.360(b) is amended to read:

(b) All funds, e xcep t those made payable to the insurer, r e p r e­

senting p remiums or r e t u r n  premiums received by an agent or broker, 

shall b e  r e c e i v e d  in the f i d u ciary  account of the agent or broker, and 

shall b e  deposited  in a b a n k  account or depository s eparate fr om any 

other acco unt or depositor)', and shall be promptly a c c o u n t e d  for and 

paid to the insured, insurer, or agent entitled to the funds. For 

purpose s of this subsection, the fiduciary account of the f ir m  shall 

be con si d e r e d  the f i d u c i a r y  account of an individual agent or broker 

acting on b e h a l f  of the firm. Funds deposited into a fiduciary 

account m a y  not be c o m m i n g l e d  or otherwise combined w i t h  other funds, 

except as allow ed u nder (d) of this section.

* Sec. 22. AS 21.27.360 is amended by adding n e w  subsections to read:

(d) An agent or b r o k e r  may commingle with p r e m i u m  funds, a d d i­

tional funds for the purpose of advancing premiums, establishing 

reserves for the payment of return premiums, or reserves for receiving

CSHB 4 6 (Jud) -10-



and t ransmitting p r e m i u m  or return p r e m i u m  funds. Funds c o l l e c t e d  for

the paymen t of p:'emium taxes, p olic y or filing fees, late payment

charges, and interest f r o m  f i d u c i a r y  funds on deposit, m a y  be c o m­

min g l e d  in a f i d u cia ry account, but shall be s e p a r a t e l y  a c c o u n t e d  for 

and p e r i o d i c a l l y  removed from the f i d u ciary account.

(e) An agent or b r o k e r  m a y  n o t  treat funds r e q u i r e d  to be in a

f i d u ciary account as a p e r sonal asset, as collateral for a p e r s o n a l  or

b usiness loan, or as a personal asset or income on a f i n a n c i a l  s t a t e­

ment, except that funds in a f i d u c i a r y  account m a y  be i n c l u d e d  in a 

financial statement of the agen or b r o k e r  if c l e a r l y  i d e n t i f i e d  as 

fiduciary account assets.

(f) In this section, "fi duc i a r y  account" m e a n s  an a c c o u n t  in

w h i c h  the agent or b roker h olds funds as a trustee for the insured,

insurer, or agent entitl ed to the funds.

* Sec. 23. AS 21.27.380 is r e p e a l e d  and re ena c t e d  to read:

Sec. 21.27.380. A N N U A L  FEE FOR LICENSES. (a) An annual fee set

u nder AS 21.06.250 for resident and n o n r e s i d e n t  agent, solicitor, and

a djuster licenses is due on or b e f o r e  the close of b u s i n e s s  on the

30th day of June.

(b) An annual fee set u n d e r  AS 21.06.250 for r e s ident and n o n­

resident b roker licenses is due on or before the close of b u s i n e s s  on 

the 31st day of December.

(c) An agent or b r o k e r  shall file the annual fee set under

AS 21.06.250 on b eha lf of a sol icitor employed by the agent or broker.

(d) If paym ent of the annual license fee is not r e c e i v e d  by the 

director before the due date as requi r e d  under this section, the 

licensee shall pay to the director and the director shall collect, in 

addition to the regular fee, a surcharge as e s t a b l i s h e d  by r eg ulation 

under AS 21.06.250. This subsectio n m a y  not be c o n s i d e r e d  to exempt a
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1 p erson f r o m  a penal ty p r o vi ded by law for transacting business w i th out

2 a v a l i d  license.

3 * Sec. 24. AS 21.27.390(a) is a m e n d e d  to read:

4 (a) The direc tor m a y  adopt r e g u l a t i o n s  regarding the issuance of

5 an agent or b r o k e r  temp orary license to

8 6 (1) the s u r v iving spouse or n e x t  of kin or to the a d m i n i s­

i 7
trator ot e x e c u t o r  of a deceased l i c ensed agent or broker;

9 8 (2) the spouse, next of k i r , employee, or legal g u a r d i a n  of

I 9
a l i c e n s e d  agent or b r o k e r  w h o  is d i s a b l e d  because of sickness, i n s a n­

1 10

ity, or injury;

1
(3) a su rviving m e m b e r ^  [OF A  F I R M  OR SURVIVING] o f f i c e r ^

1 12
or employee  of a firm [CORPORATION] l i c ensed as agent or broker, upon

1 13 the death of the p r i n cipal or m a n a g e r  of the firm f o l d i n g  the same

I 14
licenses as the firm [AN INDIV IDUAL D E S I G N A T E D  IN THE F I R M  OR C O R P O­

a 15
RA T I O N ' S  L I C E N S E  TO E X E R C I S E  POWERS THEREUNDER];

I 6
(4) the designee of a l i c e n s e d  agent who enters active

I
s e rvi ce in the armed forces of the U n i t e d  States;

I 18
(5) a p e rson p r e p ar ing for e xaminat ion for perma nent l i­

1 19
cense u n d e r  the superv i s i o n  of an a u t h o r i z e d  insurer.

| 20 * Sec. 25. AS 21.27.410(a) is amended to read:

$ 21 (a) The director m a y  refuse to issue a license or m a y  suspend ->r

I 22 [,] r evoke [, O R  REFUSE TO RENEW] a license issued u n d e r  this chapter

23 or a surplus line b r o k e r  license, or m a y  refuse to r e n e w  a surplus

24 line b r o k e r  license, for a cause speci f i e d  in another [ANY OTHER]

25 p r o v i s i o n  of this title, or for any of the following causes:

j 26
(1) for a [ANY] cause for w h i c h  issuance of the license

27
could have b e e n  refused  h a d  it then existed and been  known to the

28 d i r e c t o r ;

29
(2) if the licensee or app licant w i l fully violates or
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k n o w i n g l y  p a r ticipates in the v i o l a t i o n  of a p r o v ision of this title;

(3) if the licensee or a p p l ic ant has o b t ained or attempted 

to o b t a i n  the license through w i lfu l m i s r e p r e s e n t a t i o n  or fraud, or 

has f a i l e d  to pass an [ANY] exami n a t i o n  required  under this chapter;

(4) if the licensee or a pplicant has m i s a p p r o p r i a t e d  c r 

co n v e r t e d  to personal use or has i l l e ga lly w i t h h e l d  money require d to 

be h e l d - i n  a fiducia ry capacity;

(5) if the licensee or a p p l ic ant has, w i t h  intent to d e­

ceive, m a t e r i a l l y  m i s r e p r e s e n t e d  the terms or effect of an insurance 

contract; or has engaged or is about to engage in a fraudulent trans­

action;

(6) if the licensee or ap plicant has been g u i l t y  of " t w i s t­

ing," u n d e r  AS 21.36.050, or of rebating, under AS 21.36.100;

(7) if the licensee or applicant has b e e n  convicted, by 

final judgment, of a felony;

(8) if in the conduct of affairs under the license, the
|

licensee exhibits conduct consid e r e d  by the director to reflect incom­

petence, untrustwor t h i n e s s ,  or a source of injury and loss to the

p u b l i c ;

(9) if the licensee or applican t has dealt with, or a t­

tempted to deal with, insurances or to exercise powers relative to 

insurance outside the scope of the licenses of the licensee or a p p l i­

cant .

* Sec. 26. AS 21.27.410(b) is amended to read:

(b) The license of a fi rm [OR CORPORATION] m a y  be suspended, 

revoked, or r e f u s e d  for any of the causes that [WHICH] relate to a 

[ANY] p e r s o n  acting on b e h a l f  of the firm [DESIGNATED IN THE LICENSE 

TO E X E R C I S E  ITS POWERS].

* Sec. 27. AS 21.27.420 is a m ended to read:
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Sec. 21.27.420. P R O C EDURE F O R  SUSPE N D I N G  OR [,] R E V O K I N G  [OR 

R E F U S I N G  TO RENEW] A  LICENSE. The dire ctor m a y  suspend or [,] revoke 

[, O R  R E F U S E  T O  R E N E W 1 a license

[(1) BY O R D E R  G IVEN TO THE L I C E N S E E  NOT LESS THAN 15 DAYS 

BEFORE THE E F F E C T I V E  DATE OF THE LICENSE, SUBJECT TO THE RIGHT OF THE 

L I C E N S E E  TO H A V E  A  H E A R I N G  AS P R O V I D E D  IN AS 21.06.180(b); P E NDING A 

H E A R I N G  T H E  L I C E N S E  SHALL BE SUSPENDED; OR

(2)] b y  an order on h e a r i n g  m a d e  as p r o vide d in AS 21.06.- 

220 e f f e ctive  10 days after the date of the giving of the order, 

subject to the right of the licensee to appeal to the superior court 

as p r o v i d e d  in AS 21.06.230.

* Sec. 28. AS 21 .27.440 is a m ended to read:

Sec. 21.27.440. C IVIL P E N A LTIES  M A Y  BE IMPOSED. A f t e r  hearing 

and in a d d i t i o n  to or in lieu of the suspension or [, ] r e v o c a t i o n  of

[, O R  R E F U S A L  T O  RENEW] a license, the director m a y  levy a civil

p e n a l t y  u p o n  the licensee n ot to exceed $2,500. The order levying the 

civil p e n a l t y  m u s t  [SHALL] specify the p eriod  w i t h i n  w h i c h  the civil 

p e n a l t y  shall b e  fully pa.- i. The [, WHICH] period m a y  not be less 

than 15 or m o r e  than 30 days after [FROM] the date of the order. Upon 

failure to pay the civil p e n a l t y  w h e n  due, the director shall revoke 

the licenses of the licensee if not a l rea dy revoked. A  [THE] civil 

pe n a l t y  c o l l e c t e d  [SHALL BE PAID] by the director shall be paid to the 

c o m m i s s i o n e r  of rev enue for deposit in the general fund.

* Sec. 29. AS 21 .27.450 is amended to read:

Sec. 21.27.450. FINE IN L I E U  OF A C T I O N  A G A I N S T  THE LICENSE.

Upon the h e a r i n g  of an appeal fro m an order suspending or [,] revoking 

[, O R  R E F U S I N G  TO RENEW] a license issued under this chapter, the

court, if it finds that the licensee is guilty of v i o l at ion of the law 

and if it considers the suspension or [,] rev ocation [, OR R E FUSAL TO 
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RENEW T H E  LICENSE] too severe a penalty under the facts as found, may 

instead impose a fine of not more than $2,500. Payment of the fine 

w i t h i n  10 days after its imposition reinstates or restores [SHALL 

REINSTATE, RESTORE, O R  RENEW] the license.

* Sec. 30. AS 21.27.460(a) is amended to read:

(a) Eac h license issued u n d e r  this chapter, although issued and 

d e l i v e r e d  to the licens ee agent, broker, solici t o r ^  or adjuster, is 

the p r o p e r t y  of the state. U p o n  the [EXPIRATION,] termination, sus- 

p e n s i o n ^  or r e v o c a t i o n  of the license, the licensee or other person 

h a v i n g  p o s s e s s i o n  or c u s t o d y  of the license shall immediately deliver 

it to the dire ctor e ith er b y  personal delivery or b y  mail.

* Sec. 31. AS 21.34.040(c) is amended to read:

(c) A  n o n a d m i t t e d  insurer m a y  be eligible to provide coverage in 

this state if it qual ifies under one of the following:

(1) a fore ign but n o n alien insurer m a y  qual ify under this

s ubsection if it has a m i n i m u m  capital and surplus equal to that

r e q u i r e d  in its d o m i c i l i a r y  j u r i s d i c t i o n ^  or [,] $1,500,000 on S e p t e m­

ber 18, 1984, [AND] $2,500,000 on June 20, 1985, [AND] $3,500,000 [,] 

on June 20, 1986, and $5,000,000 on June 20, 1987, w h i c h e v e r  is g r e a t­

er;

(2) an a lien insurer may qualify under this subsection if 

it meets the m i n i m u m  capital and surplus requirements in (1) of this 

subsecti on and m a i n t a i n s  in the United States an irrevocable trust 

fund in either a n a t i o n a l  bank or a m e m b e r  of the Federal Reserve 

system, in an amount n o t  less than $1,500,000 [THAT REQUIRED AS M I N I­

M U M  C A P IT AL AND SURPLUS IN (1) OF THIS SUBSECTION], for the protection 

of all its p o l i c y h o l d e r s  in the United States; the trust fund must: 

[SHALL] consist of instruments of substantially the same character and 

quality as those that are eligible investments for the capital and
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statutory reserves of a d m it ted insurers a u t h o r i z e d  to w r i t e  like kinds 

of insurance in this state or o f  irrevo c a b l e  letters of credit; the 

trust fund m u s t  [FUNDS SHALL] have an e x p i r y  date that at no time is 

less than five years;

(3) a Lloyd's or other s i mila r u n i n c o r p o r a t e d  group of

alien individual' insurers m a y  q u a l i f y  if it mai nt a i n s  a trust fund of 

not less than $50,000,000 as security to the full amount, for all 

policyholders and creditors in the U n i t e d  States, of each m e m b e r  of 

the group;

(4) an "insurance exchange" created b y  the laws of i n d i­

vidual states m a y  qual ify if it m a i n t a i n s  capital and surplus, or the 

substantial equivalent, of n o t  less than $15,000,000 in the aggregate; 

in the event the insurance ex change does not m a i n t a i n  funds for the 

protec tion of all its poli cyholders, each individual s y n d icate shall 

meet the m i n i m u m  capital and surplus requir e m e n t s  of (1) of this 

subsection.

* Sec. 32. AS 21.36.210(a) is amen ded to read:

(a) An insurer m a y  not exercise its right to cancel a policy of 

personal [AN] automobile  insurance [POLICY] except for the following 

r e a s o n s :

(1) n o n p a y m e n t  of premium; or

(2) the driver's license or m o t o r  v e hicle  r e g i s t r a t i o n  of

either the n a m e d  insured or of an o p e r a t o r  who resides in the same 

h o u s e h o l d  as the named insured or who custom a r i l y  o perates a m otor 

vehicle insured under the p o licy has b e e n  under suspe n s i o n  or r e v o c a­

tion during the policy p e r i o d  or, if the p olicy is a renewal, during 

its p o licy period or the 180 days i m m e d i a t e l y  preceding  its effective 

date.

* Sec. 33. AS 21.36.210(d) is amended to read:
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(d) This section does not apply to

(1) the failure to r e n e w  a policy, except as to coverage in 

force for less than 12 monthsj^

(2) a p ol icy that has b e e n  in effect less than 60 days at

the time n otice of c a ncellation  is m a i l e d  or delivered by the insurer,

u nless it is a renewal p o l i c y .

* Sec. 3 4 .’ AS 21.36.210(f) is a m ended to read:

(f) An [NOTWITHSTANDING (e) OF THIS SECTION, AN] insurer m a y  not

e x e r c i s e  its right to cancel a p o l i c y  of personal insurance other than 

p e r s o n a l  automobile insurance, except for the following reasons [THE 

T Y P E  D E S C R I B E D  IN (e) OF THIS SECTION IF ONE OF THE F O L L O W I N G  C O N­

DITI O N S  O R  CIRCUMS TANCES ARISES]:

(1) nonpaym ent of premiums, including n o n p a y m e n t  of a d d i­

tional premiums, calculated in acc ordance w i t h  the current rating 

m a n u a l  of the insurer, j u s t ified b y  a physical change in the insured 

p r o p e r t y  or a change in its occupan cy or use;

(2) convict ion of the insured of a crime h a v i n g  as one of 

its n e c e s s a r y  elements an act increasing a h azar d insured against;

(3) discovery of fraud or mater ial m i s r e p r e s e n t a t i o n  made 

by the insured or a r e p r e s entative of the insured in o b t a i n i n g  the 

in s u rance or b y  the insured in p u r suing a claim u nder the policy;

discovery of a grossly negligen t act or omission by the 

i n sur ed that substantially increases the hazards insured against; or

physical changes in the insured p r o p erty that result in 

the p r o p e r t y  b e c oming uninsurable.

* Sec. 35. AS 21.36 is amende d by adding a n e w  section to read:

Sec. 21.36.215. LIMITS ON THE C A NCELLATIO N OF BUSINESS OR C O M­

ME R C I A L  I NSURANCE POLICIES. (a) Ex-eep-t— as.— aiTowed by tire— d-irrefCTbr 

urr3e?'~-(-b-)— of— this— saot-ien-, j^n insurer m a y  exercise its right to cancel
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a p olicy of business or commercial i n s u r a n c e  |^only for the following 

r e a s o n s :

(1) n o n p a y m e n t  of premiums, i n c l uding n o n p a y m e n t  of a d d i­

tional premiums, cal culated in a c c o r d a n c e  w i t h  the current rating

m a n u a l  of the insurer, ju sti f i e d  b y  a p h y s i c a l  change in the insured 

property, a change in its o c c u pancy or use, or a change in payroll, 

receipts*, values, or other exposure units;

(2) conviction  of the i n sured of a crime h a v i n g  as one of

its n e c e s s a r y  elements an act increa s i n g  a h a z a r d  insured against;

(3) d i s c o v e r y  of fraud or m a t e r i a l  m i s r e p r e s e n t a t i o n  made 

by the insured or a repres e n t a t i v e  of the insured in o b t a in ing the 

insurance or by the insured in p u r s u i n g  a claim u n d e r  the policy;

(4) d i s c o v e r y  of a g r o s s l y  n e g l i g e n t  act or o m i s s i o n  b y  the 

insured that s u b s t a n t i a l l y  increases the h a zards ins ured against;

(5) phy sical changes in the insu red p r o p e r t y  that result in 

the p r o p e r t y  b e c o m i n g  uninsurable;

(6) p h y s ical changes in the operati ons of the insured that 

result in the p r o p e r t y  beco ming uninsurable; or

(7) failure or refusal of the i n s u r e d  to p r o v i d e  the i n f o r­

mat i o n  n e c e s s a r y  to confirm exposure or n e c e s s a r y  to determin e the 

p olicy premium.

(b) Before issuing a notice of cancellation, an insurer m a y  

request the d i r ector to determine in a p a r t i c u l a r  case or cases w h e­

ther a r e a s o n  for cancellation n o t  spec ified in (a) of this section is 

a v a l i d  reaso n for cancellation. The d i r e c t o r  m a y  a l l o w  the insurer 

to e xercise its right to cancel if the director finds that the c a n c e l­

lation is justified. The insurer m a y  not implement the requeste d c a n­

cellation before rec ei v i n g  the approval of the director.

* Sec. 36. AS 21.36.220 is amended to read:

CSHB 46(Jud) -18-
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Sec. 21.36.220. N O T I C E  OF C ANCELLATION. An insurer may not 

exercise its right to c ancel a p e r s o n a l  insurance policy unless a 

w r i t t e n  n otic e of c a n c e l l a t i o n  is m a i l e d  [OR DELIVERED] to the named 

insured as r e q uired by AS 21 .36.260 [, A T  THE A D D R E S S  SHOWN IN THE 

POLICY,] at least 6() [20] days b e f o r e  the e f f e ctive date of cancella- 

t i o n . However, if [, E X C E P T  T H A T  WHEN] c a n c e l l a t i o n  is for nonpayment 

of p r e m i u m ^  the n o t i c e  shall be m a i l e d  [OR DELIVERED] to the named 

insured as r e q u i r e d  b y  AS 2 1 . 3 6 . 2 6 0  [AT THE A D D R E S S  SHOWN IN THE 

POLICY] at least 20_ [10] days b e f o r e  the effective date of c a n c e l l a­

tion. If c a n c e l l a t i o n  is for a r e a s o n  d e s c r i b e d  in AS 21.36.210(a)(2)

(2) or (3), the n o t i c e  shall be m a i l e d  to the named insured as 

require d by AS 21.36.260 at least 10 days before the effective date of 

c a nce llation [AND SHALL I N CLUDE O R  BE A C C O M P A N I E D  BY A  STATEMENT OF 

THE R EASON FOR THE CANCEL LATION. THIS  S E C T I O N  DOES N O T  A P P L Y  TO THE 

FAILURE TO R E N E W  A  POLICY, E X C E P T  AS TO C O V E R A G E  IN FORCE F O R  LESS 

T H A N  12 M O N T H S ]..

* Sec. 37. AS 21.36.220 is a m e n d e d  b y  a ddin g n e w  subsections to read:

(b) An insurer m a y  not e x e r c i s e  its right to cancel a policy of 

business or commercial insur ance u n l e s s  a w r i t t e n  n otice of c a n c e l l a­

tion is m a i l e d  to the n a m e d  i n sured as r e q u i r e d  by AS 21.36.260 and to 

the agent or b roker of r e c o r d  at least 60 days b e f o r e  the effective 

date of cancellation. However, if c a n c e l l a t i o n  is for nonp ay m e n t  of 

premium, or for a r e ason d e s c r i b e d  in AS 21.36.215(a)(7), the notice 

shall be m ailed  to the n a m e d  i n s u r e d  as r e q u i r e d  by AS 21.36.260 and 

to the agent or broker  of r e c o r d  at least 20 days be fore the effective 

date of cancellation. If c a n c e l l a t i o n  is for a r easo n described in 

AS 21.36.215(a)(2) or (3), the n o t i c e  shall be m a i l e d  to the named 

'nsured as required b y  AS 21.36.260 and to the agent or broker of 

record at least 10 days b efore the e f f e c t i v e  date of cancellation.
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1
(c) If an insurer cancels a p o l i c y  unde r this section, it shall

2
return or credit any u n e a r n e d  p r e m i u m  to the agent or b roker of record

3
or directly to the insured or p r e m i u m  finance company, if applicable,

4
before the effective date of cancellation, except that

5

6

2 7

(1) if cance l l a t i o n  is- for non-payment— of— premium-p-or'fer^a 

reason described in AS 21.36.215(a)(7), any u n e a r n e d  p r e m i u m  shall be 

r eturned or credited w i t h i n  days after the n otice of cancellation

• 18 glVeni XL i n T r S  r T
9

(2) if the p o l icy is c a n c elled for other thatAworip&ymeftfc-ef

10
premium and is subject to audit, the insurer shall p e r f o r m  or waive

! 11
the audit before the effective date of the c a ncellatio n and return or

12
credit any estimated unearned p r e m i u m  b e fore the effective date of

13
cancellation.

14
(d) The division m a y  require an insurer to p e r f o r m  an audit that

15
the insurer has elected to w a i v e  u n d e r  (c) of this section.

16
(e) A  notice of c a n cellat ion of insurance r e q u i r e d  to be given

17
under this section must include or be accomp a n i e d  by a statement of

18
the reason for the cancellation.

19
* Sec. 38. AS 21.36 is amended by adding a n e w  section to read:

| 20
Sec. 21.36.235. N O T I C E  OF P R E M I U M  O R  COVERAGE CHANGES UPON

21
RENEWAL. (a) Except as p r o v i d e d  in AS 21.36.420, if the renewal

6 22 p r emi um is increased more than 10 percent for a r eason other than an

23
increase in coverage or exposure base, or if after renewal there will

24
be a material r e s t r i c t i o n  or reduction  in coverage not specifically

25
requested by the insured, w r i t t e n  n otice shall be m a i l e d  to the

26
insured and to the agent or broker of record as requir ed by

27
AS 21.36.260

28
(1) at least 20 days before e xpiration of a personal insur­

29
ance policy;
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(2) at least 45 days b efore exp iration of a business or 

commercial policy; or

(3) by the a n n i v e r s a r y  date of the year before expiration 

of a p o l i c y  w r i t t e n  for a term longer than one year or without a fixed 

expira tion date.

(b) If n o t i c e  b e f o r e  ex piration of the p olicy is not given as 

r e q u i r e d b y  (a) of this section, the existing p o l i c y  shall continue 

until the insurer provides notice for the time period requir ed by (a) 

of this section for that policy.

(c) This section does not apply to workers' compensation i n s u r­

ance .

* Sec. 39. AS 21.36.240 is a m ended to read:

Sec. 21.36.240. F A I L U R E  TO RENEW. A n  insurer m a y  not fail to

r e n e w  a person al insur ance p o l i c y  in force for less than 12 months. 

An insurer m a y  not fail to r e n e w  a p olicy [IN FORCE F O R  12 MONTHS OR

MORE] un less a w r i t t e n  n o t i c e  of nonren e w a l  is m a i l e d  [OR DELIVERED]

to the n a m e d  insured as r e q u i r e d  by AS 21.36.260 [, A T  THE ADDRESS 

SHOWN IN THE POLICY,] at least 20 days for a personal insurance 

policy, and at least 45 days for a business  or commercial insurance

policy, b efore the e x p i r a t i o n  date of the p o licy [,] or of the a n n i­

ver s a r y  date of a p o l i c y  w r i t t e n  for a term longer than one year or

w i t h  no fixed e x p i r a t i o n  date. If n otice of nonre newal is not given

as required b y  this section, the existing p o licy shall continue until 

the insurer provides n o tice for the time p e r i o d  req uired bv this 

section for that policy. This section does not apply

(1) if the insurer has in g o o d  faith m a n i f e s t e d  [IN ANY 

WAY] its w i l l i n g n e s s  to renew;

(2) in case of nonpayment  of p r e m i u m  for the expiring

policy; or
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(3) if the insured fails to pay the p r e m i u m  as r e q u ir ed  by 

the insurer for renewal.

* Sec. AO. AS 21.36.250 is amend ed  to read:

Sec. 21.36.250. N O TI CE  OF ELIGIBILITY. W h e n  a policy of a u t o m o­

bile li ab ility in su rance is cancelled, other than for no np ay m e n t  of 

premium, or is n ot r e n e we d in accor da nc e w i t h  [FOR FAILURE TO R E N E W  A 

P OLIC Y OF A U T O M O B I L E  L I A B I L I T Y  I NS URANCE TO WHICH] AS 21.36.240 [AP­

PLIES] , the insurer shall n o t i f y  the n am ed  insured of possible e l i g i­

bil i t y  for au t om ob il e insurance t h r o ug h  the automobile assigned risk 

plan, or a ut om ob il e insurance plan. The n o t i f i c a t i o n  mu s t [SHALL] 

a cc om pa ny  or be inc lu de d in the n ot ic e of c an c ellation or n o nr e ne wa l 

req ui re d b y  AS 21.36.220 [AS 21.36.230] and 21.36.240.

* Sec 41. AS 21.36 is a m en de d b y  adding a n e w  section to read:

Sec. 21.36.255. P R E M I U M  REFUND. (a) If an insurance p o l i c y  is 

cancelled, rejected, or r e s c i n d e d  by the

(1) insurer, the insurer shall r e fu nd  the un e ar ne d p r e m i u m  

paid to the insured or p r e m i u m  finance company; or

(2) insured, the insurer shall retur n any unea rn ed  p r e m i u m  

paid to the insu re d  or p r e m i u m  finance company, less a canc el la t io n 

fee not to e xceed five p e r ce nt  of the u n e a r n e d  p r e m i u m  or $1,000, 

w h i c h e v e r  is less; a c a n c e l l a t i o n  fee m a y  not be charged unless the 

fee is clearly stated in the policy.

(b) N o t w i t h s t a n d i n g  (a) of this section, if the insurer clea rl y 

indicates one or m o r e  of the following features in the policy, an 

insurer m a y  issue a po licy

(1) wh os e  p r e m i u m  is e arned at a v a ry i ng  rate due to s e a­

sonality of exposure;

(2) that contains a m i n i m u m  earned premium; or

(3) w i t h  a f l uc tu at in g  p r e m i u m  base.
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*  Sec. 42. AS 21.36.260 is r e p ea le d and ree na c te d to read:

Sec. 21.36.260. P R O O F  A ND M E T H O D  OF M A I L I N G  NOTICE. If a notice 

is r e q u i r e d  from an insurer under this chapter, the insurer shall

(1) mai l the n o t i c e  b y  first class m ai l to the last k nown

address of the insured; and

(2) o bt ai n a c e r ti fi c at e of m a i l i n g  fr om  the U.S. Postal

1
Service.

* Sec. 43. AS 21.36.310 is a m e n d e d  to read:

Sec. 21.36.310. DEFINITIONS. In AS 21.36.210 - 2 K 3 6 . 3 1 0

(7 ) "business or comme rc ia l insurance" means insurance
- f-.i CV/vK _

other than pe r so n a l  insurance', life insurance, di sa bi li t y insurance,

fidelity an d surety insurance, title insurance, w e t  ma rine and t r a n s­

portatio n insurance as defin ed  in AS 21.34.900, or an annuity c o n­

tract ;

(2) "nonp a ym en t of p r e mi um "  means failure of the n am ed  

insured to d is charge w h e n  due a ny ob ligations of the named insured in 

c o nn ec ti on  w i t h  the payment of p r e m i u m  on a policy, or any installment 

of the premium, w h e t h e r  the p r e m i u m  is paya bl e directly to the insurer 

or its agent or in di r ec tl y un de r  any p r e m i u m  finance plan or extension 

of credit;

(3) "personal automob il e insurance" m eans insurance not 

related to b u s in es s or commerc ia l activities, covering [(2) "POLICY" 

MEANS AN INSURANCE P O L I C Y  C O V ER IN G THE RISKS AND EXPOSURES L I S TE D IN 

AS 21.36.210(e) O R  A N  A U T O M O B I L E  P O L I C Y  TH AT  INCLUDES] automobile 

l i a b i l i t y , u n i n s u r e d  or u n d e r i n s u r e d  m o t o r i s t s  [COVERAGE, U NI NS UR ED  

M O T O R I S T  COVERAGE], a ut om ob il e  m e d i c a l  payments [COVERAGE], or a u t o m o­

bile physical damage [ C O V E R A G E ] , that is delivered or issued for 

delivery in this state [INSURING AS T HE NAMED INSURED, ONE INDIVIDUAL 

OR HUSB AN D  A ND W I F E  R E S I D E N T  OF THE SAME HOUSEHOLD], and under w h i c h
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the insured ve hi cl es  are of the fo ll owing types only:

(A) a m o t o r  v e h i c l e  of the priva te  pa s se ng er  or s t a­

tion w a g o n  type that is not u s e d  as a public or livery c o n v e y­

ance, n or r e n t e d  to others; or

(B) a ny other four-wheel m o t o r  vehi cl e w i t h  a load

cap a ci ty  of 1,500 pounds or less that is not u s e d  in the occupa- 

«
tion, p r o f e s s i o n ^  or b usiness of the insured, nor us ed  as a 

publ ic  or livery c o n v e y a n c e ^  nor  r en te d to others;

(4) "p er sonal insurance"

(A) means p e r s o n a l  automobile Insurance, or insurance

c overing

(i) loss of or damage to real p r o p er ty  that is 

u s e d  p r e d o m i n a n t l y  for r es id e n t i a l  purposes and that does 

not consist of m o r e  than four dw elling units;

(ii) loss of or damage to pe rs on al  property, 

including p e r s o n a l  effects, h o u s e h o l d  furniture, fixtures 

and eq u ip me nt  locat ed  in not m o r e  than four dwelling units; 

or

(iii) legal li ab il it y of natu ra l persons for loss 

of, damage to, or injury to persons or p ro pe r t y  if the i n­

surance does not cover l ia bility arisi ng  from or in c o n­

nect i o n  w i t h  b u s i ne s s or commercial activities;

(B) does n ot include an a n nu it y contract or a polic y 

of life insurance, d is ab i li ty  insurance, or title insurance;

(5) [(3)] "renewal" or "renew" means

(A) the issuance and de livery [BY A N  INSURER] of an 

insurance [A] p o l i c y  [REPLACING] at the end of the p olicy p e r io d^  

that replaces a p o l i c y  p r e v i o u s l y  issu ed  and delivered by the 

same i n s u re r ^ [,]
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(B) the issuance and d e l i v e r y  of a c e rt if ic a te  or 

notice extending the term of a p o l i c y  b e y o n d  its p o l i c y  p e r i o d  or 

ternu_ [ ] or

(C) the e x t e n s i o n  of the t e r m  of a p o l i c y  b e y o n d  its 

p o li cy  p e ri od  or term u n d e r - a  p r o v i s i o n  for ex te nding the p ol ic y 

by paym en t  of a c o n ti nu at io n  premium.

*  Sec. 44. ’ AS 21.84.430(c) is a m en d ed  to read:

(c) The director m a y  refuse to issue or m a y  suspend or revoke

[RENEW] an insurance agent's license if, in the j u d g m e n t  of the d i r e c­

tor, the pro po se d  licensee is not t r u s t w o r t h y  and competent to act as 

agent, or has g iven cause for r e v o c a t i o n  or s u s p e n s i o n  of the license, 

or has failed to comply w i t h  a p r e r e q u i s i t e  for the issuance [OR

RENEWAL, AS THE CASE M A Y  BE,] of the license.

* Sec. 45. AS 21.88.050 is amen d ed  to read:

Sec. 21.88.050. POWERS AND  DUTIES OF THE CORPORATION. (a) The

corp or at io n shall

(1) in the form a p p r ov ed  by the director, issue to all

p h y s i c i a n s , nurses, and hospitals who are found to be a cceptable risks 

u n d e r  standards developed u n d e r  (5) of this subsection, and w h o  pay 

the premiums for it, a contract or contracts ind em ni fy i ng  p h y s i c i a n s ^  

n u r s e s , and hospitals and their employees w h o  are h e a l t h  care p r o v i d­

ers against loss by reason of l ia bility for c o ve re d claims for an act 

or omis si on  in the delivery of p r o f e s s i o n a l  h e a l t h  care in this state, 

and agreeing to tender on b e h a l f  of the p h y s i c i a n s , nurses, and h o s­

pitals and their employees w h o  are h e a l t h  care p ro viders a defense to 

a covered c la im  in a p r oc ee di ng  brought u n d e r  AS 09.55.530 - 09.55.- 

560; the limits of liability for pol i ci es  issued b y  the c o rp or at i on  

shall be approved by the director; the c o n t ra ct  shall cover the d e­

fense against but need not in de mnify l i a b i l i t y  for punitive damages

-25- CSHB 46 ( Jud)



WORK DRAFT WORK DRAFT WORK DRAFT

arising from a cove r ed  claims at the op tion of the corporation, if 

a ppr ov ed  b y  the director, and for an addit io n al  p r e m i u m  the contract 

m a y  cover claims against the p h y s i c i a n , nurse, or hos pi ta l that arise

out of p r o f es si on al  s e r v i c e s . p e r f o r m e d  by the physician^ n u r s e , or

hos pi ta l for any p e r i o d  before the contract is issued, except that 

coverage w i l l  not be p r o v id ed  for a c l a i m  a l r ea d y filed or that [OF 

WHICH] the p h y s i c i a n , nurse, or h o s p i t a l  h ad or re a so n a b l y  s h o ul d have 

had notice at the time the retro ac ti ve  insurance w as purchased;

(2) charge a p r e m i u m  for the p r o t e c t i o n  p r o v i d e d  b y  the 

contracts issued by the corpor at io n w h i c h  shall be determ in ed  by the 

b o a r d  of governors in a ccordance w i t h  AS 21.88.080 and subject to the 

approval of the director;

(3) comply w i t h  or be subject to AS 21.06.090, 21.06.120, 

2 1 .0 6. 1A 0 , 21.06.160, 21.06.250, AS 21.09.180 - 21.09.200, 21.09.250,

21.09.280, AS 21 .1 2. 02.0(b)- (e) , AS 21.18, AS 21.21, AS 21.24 and 

AS 21.36; and shall be exempt fr om  p a r t i c i p a t i o n  as a m e m b e r  insurer 

in the A l a s k a  Insurance Guar an t y Corporation;

(4) carry out the o bl igations of the contracts issued by 

the c o r po r at io n b y  d ef ending all cover ed  claims m a d e  against insured 

h e a l t h  care providers and b y  paying all liabilities that [WHICH] are 

fina l ly  ad j ud i c a t e d  against the insured h e a l t h  care provider or that 

[WHICH] m a y  in the opinion of the co rp or a t i o n  r e a s o n a b l y  be exp ec te d 

to be finally a dj ud i c a t e d  against the h e al th  care p ro vi d e r  to the 

extent of the contract obligation;

(5) e s tablish standards for the ac ce pt a b i l i t y  of risks; in 

esta b li sh in g these standards the corp or at io n m a y  exclude an app l ic an t 

for insurance b as e d on individual risk selection factors, but m a y  not 

exclude an applicant b a s e d  only on the cl a ss i f i c a t i o n  of the a p p l i­

cant .
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(b) The co r po r a t i o n  m a y

(1) em ploy or r e t a i n  persons, individual or corporate, to 

d ischarge its obligations and pay reason ab le  co mp ensation for these 

services; employees of the co rporation are not considered state e m­

ployees ;

(2) n e g o t i a t e  for and procure reinsurance from private
«

casualty insurers or reinsurers for any and all liability incurred by 

contracts issued b y  it;

(3) p r o v id e coverage to insureds for other hazards c u s t o m­

arily i n cluded in m e d i c a l  m a l p r a c t i c e  insurance policies w h e n  there is

a finding b y  the director that this coverage is not available to 

insureds of the M e d i c a l  I nd emnity C o r po r at io n of Alaska in the private 

insurance m a rk e t at a competitive price;

(4) b o r r o w  or advance funds n ec es s a r y  to carry out the 

purposes of the corporation;

(5) n e g o t i a t e  and become a p a rt y to those contracts as are 

n ec es s a r y  to carry out the purposes of the corporation;

(6) sue or be sued in the name of the corporation;

(7) p r o v id e risk ma na ge m e n t  advice and services to h o s p i­

tals ;

(8) n e g o t i a t e  and become a p arty to contracts for m a n a g e­

ment services for the corporation;

(9) p e r f o r m  all other acts n e c e s sa ry  and proper to carry 

out the duties of the corporation;

(10) in a form a pproved by the director and for an a d d i t i o n­

al p r e m i u m  de te rm i n e d  u nd er  AS 21.88.080, issue endorsements w h ic h 

p rovide in demnity for claims not yet r eported which arise out of 

p r o fe ss i on al  services r e n d er ed  during a p eriod of continuous coverage 

u nder the or ig in a l l y  issued contract, to p h y s i c i a n s , nurses, and
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ho sp it al s who p ay the p r e m i u m  for it and who are terminating their 

original covered claims contract w i t h  the corporation for a period of 

not less than one year;

(11) subject to approval by the director, extend coverage 

to a person, entity, or facility that renders h ea lt h care services in 

the state un de r the super vi si on  of a physician 

* Sec. 46. AS 21.90.900 is amended to read;

Sec. 21.90.900. DEFINI TI ON S FOR TITLE. In this title, unless 

the context requires otherwise,

(1) "adjuster" means a perso n who, for c o mp ensation as an

independent contra ct or  or as an employee of an indepjndent contractor,

or for fee or commission, investigates and adjusts claims arising

under insurance contracts on b e ha lf  of the insurer, but does not

include an a t t o r ne y at law who adjusts insurance losses from time to

time incidental to the practice of law or a salaried employee of an

i n s u r e r ;

(2) " a g e n t 11 m e an s a pe rson appointed by an insurer to

solicit ap p li cations for insurance or annuities on its behalf, and if
:

a ut ho ri ze d to do so, to effectuate and countersign insurance c o n­

tracts, except life or disability insurance or annuities, and to 

collect premiums on insurance or annuities;

(3) "alien insurer" means an insurer formed u nd er  the laws 

of a coun tr y other than the United States of America, its states, 

districts, territories, and commonwealths;

(4) [(2)] "auth or iz e d insurer" means an insurer authori ze d

b y  a [SUBSISTING] certi fi ca te  of authority issued by the director to

transact insurance in this state;

(5) "broker" m e a ns  a person who is not an agent of the

insurer and who, on b e h a l f  of the insured, for compensation as an
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procures insurance or r ei ns u r a n c e  or the renewal or c o n t i n u a n c e  of

insurance or r e i n s u r a n c e ; or in any m a n n e r  aids in the solicitation,

negotiation, p r o c u r e m e n t , renewal, or continuance of insurance or

r e i n s u r a n c e , for insureds or pr os p e c t i v e  insureds not in cl uding the

b r o k e r ;

i
(6) [(3)] " c o m m i s s i o n e r’1 me a n s  the c o mm is si o ne r of the 

Department of Commerce and E conomic Development;

(7) [(4)] "court" me,, ns superior court;

(8) [(5)] "director" means the director of the d i v i s i o n  of

i n s u r a n c e ;

(9) [(6)] "division" means the division of insurance, 

Department of Commerce and Eco no mi c Development;

(10) [(7)] "d om estic insurer" means an insurer formed under

the laws of this state;

(11) "firm" moans an or g an i z a t i o n  of two or more licensees 

acting in assoc ia ti on  w i t h  each other, either in a partnership, c o r p o­

ration, or otherwise, or an o rg an i z a t i o n  in w h i c h  a single licensee 

has less than 50 percent o wn ership interest in the organization;

(12) [(8)] "foreign insurer" means an insurer formed under

the laws of a j ur is d i c t i o n  other than this state and includes an alien 

i n s u r e r ;

(13) "independent adjuster" m eans an a djuster r e p r es en ti ng  

the interests of the insurer;

(14) [(9)] "indu s tr ia l life insurance" means that form of

life insurance w r i t t e n  u n d e r  policies w i t h  a face amount of $1,000 or

less, w i t h  the words "industrial policy" imprinted on the face as part

of the descriptive matter, and under w h i c h  premiums are payable m o n t h­

ly or more often;

— O Q— ------------------------    “ ----------------------
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(15) [(10)] "insurance" means a c ontract w h e r e b y  one u n d e r­

takes to indemnify another or p ay or p r o vi de  a sp ec if ie d or d e t e r m i n­

able amount or benefit u p o n  deter mi na bl e contingencies;

(16) [(11)] "insurer" includes a p e r s o n  e n g a g e d  as i n d e m n i­

tor, surety, or c ontractor in the bu si ne s s of ente ri ng  into contracts 

of insurance or of annuity;

(17) [(12)] "person" has the m e a n i n g  gi ve n in AS 01.10.060

and includes an insurer, Lloyd's, f ra ternal b e n e f i t  society, m e d i c a l  

service or h ospital service plan as d e fi ne d in AS 21 . 8 7 r e c i p r o c a l  or 

interinsurance exchange, syndicate, and any other legal entity e n g a ge d  

in the business of t ra nsacting insurance, i nc luding agents, brokers, 

and claims adjusters;

(18) [(13)] "policy" means the w r i t t e n  contract of or w r i t­

ten agreement for or ef fe ct in g insurance, by w h a t e v e r  name called, and

includes all clauses, riders, e n d or se m en ts  and papers a t t ac h ed  to it 

and a part of it;

(19) [(14)] "premium" m ea ns  the c o n s i d e r a t i o n  for insurance, 

by w h a t e v e r  name called, and by w h a t e v  m e t h o d  p a i d  or collected, 

i ncluding an assessment, or memb policy, survey, inspection, 

service or similar fee i t  charge m a u e  in co n si d e r a t i o n  for an i n s u r­

ance contract;

(20) "solicitor" means an i ndividual au th o r i z e d  by an agent 

or broker to solicit a p pl ications for insurance as a r e p r e s e n t a t i v e  of 

the agent or broker and to collect p remiums in connec t io n w i t h  the 

i n s u r a n c e ;

(21) [(15)] "state" m e an s a state, D i s tr ic t  of Columbia, 

territory, commonwealth, or p o s s e s s i o n  of the U n i t e d  States of 

A m e r i c a ;

(22) [(16)] "transact" wi th  respect to insurance includes
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(A) soli ci ta ti on  and inducement;

(B) p r e l i m i n a r y  ne gotiations;

(C) ef fe ct u a t i o n  of a con tr ac t of insurance;

(D) t r a ns ac ti on  of m a t t e r s  subsequent to e f f e ct ua ti o n 

of the contract of insurance and a r i s i n g  out of it;

(23) [(17)] " u n au th or i ze d insurer" means an insurer not
«

a ut ho r i z e d  to transact insurance in this state.

*  Sec. 47. AS 21.90 is amend ed  by adding a n e w  section to read:

Sec. 21.90.910. EX C EP T I O N S  F R O M  D E F I N I T I O N S . The definitions of

"adjuster," "agent," "broker," "firm," and "solicitor" in AS 21.90.900 

do not include

(1) individuals employed and u s e d  by agents for the p e r f o r­

mance of clerical, stenographic, and simi l ar  office duties; incidental 

taking of an a p pl ic a ti on  for insurance fro m time to time in the office 

of the employing agent if the employee's c o m p e ns at io n is not c o n t i n­

gent u p o n  or rela te d to the volume of applications, insurance, or

p r e m i u m s ;

(2) the a t t o r n e y- i n- fa ct  of a r ec ip r o c a l  insurer, or the 

salaried traveling r e p r e s en ta ti v e of a r e c i p r o c a l  or m u tu al  insurer 

not c o m pe ns at e d on a c o mm is si on  basis.

* Sec. 48. AS 21.03.030, 21.03.040, 21.03.050; AS 21.06.040; AS 21.27.- 

040(b), 21.27.470, 21.27.480, 21.27.490, 21.27.500, 21.27.510, 21.27.520; 

AS 21.36.210(c), 21.36.210(e), 21.36.230, and 21.36.300 are repealed.

*  Sec. 49. Sections 1 - 30 and 32 - 48 of this A ct apply to insurance 

policies e n t er ed  into or ren ew ed  on or after the ef fe ctive date of secs.

1 - 3 0  and 32 - 48 of'this Act.

* Sec. 50. Section 31 of this Act takes effect immed ia te ly  u n d er  

AS 0 1 .10.070(c) .
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Original sponsors: Navarre, Swackhammer
and Surd

t *t ny ^  JUDICIARY COM?-IT T 015

CS F OR HOUSE BILL 'T0. 4*5 (Judiciary)

ITT THE LEGISLATURE OF THE STATE OF A L A S K A  

FIFTEENTH LEGIST A T U S S  - FIRST SESSION

A  BILL j

F^r an Act an titled: ”An Act relating to insurance; and providing ^or an !

effective date."

I
3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

-,f Section 7 . AS I1 .09.250 is amended to read:

Sec. 21.09.250. 9R.CFTBITSD ACTS. An insurer doing business in 

this stata may net make, write, place or cause to be made, written or I 

placed in this state a policy, duplicate poli cy  or contract of insur­

ance of ar.v kind or character, or general or floating p o li cy  upon 

persons or property resident, situated or located in this state, from 

or through a broker, agent, general a g e n t , surplus line b r ok e r^  or 

person who has not secured a license in this state. An insurer m a v  

not p a y  a commission or anv form of remuneration to a person, firra^ or 

organisation for the writing or placing of insurance coverage in this 

state unless that person, rirsu or organisation holds a license issued 

by the director.

* Sec. 2. AS 21.09.280 is amended to read:

Sec. 21.09.280. GENERAL AGENTS [AMD MANAGERS]. (a) An insurer
1

aonoir.ting a person as its general agent [OR M A N A G E R  1 to represent it 

ir. this state shall ft la notice of the aoocirtment with the director 

on forms prescribed and furnished by the director.

(b) A  general agent [OR M A N A G E R 1 has the authority, consistent 

w i t h  this title, that m a v  be conferred b v  the insurer. A eeneral 

agent, resident or nonresident, qualified in AS 21.27.090, licensed as 

provided in this section in the same m anner as is p r o d d e d  for agents

-1- CSHS 4 6 (Jud)
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in *5 2 1 . 2 7 , n a v  eriercise the towers conferred by this title upon 

agents licensed for the kinds of insurance that the general agent is 

authorized to transact for the insurer appointing the aeent.

(c) The [EXCEPT L S  PROVIDED UNDER AS 21.17.500, THE] appointment 

of a resident or nonresident general agent is not effective unless the 

person appointed is licensed as the general agent of the insurer by 

the director upo n application and payment of a fee sat under AS 21.- 

0 6 . 2 5 G .

(d) Every license is subject to the payment of an annual fee set 

under AS 27.06.250 and payable cn or before [EXPIRES AT] the close of 

business on the 30th day of June of each year [FOLLOWING TIE DATE OF 

ISSUE, AM D M A Y  BE RENEWED F O R  A N  ADDITIONAL Y E A R  UP ON  APPLICATION AND 

PAEMENT OF THE FEE].

(a) Tie director m 3 y  deny, suspend, or revoke a license for anv  
cause specified in AS 21.27 .410 in the manner provided in AS 21,27.- 

470.

Sec. 3. AS 21.09.280 is amended b v  adding n ew subsections to read:

(f) Persons employed on salary b y  an insurer, including officers 

and salaried employees performing the same services as general agents, 

are considered to be service representatives and are not required to 

be licensed.

(g) For purposes of this section, a person, ~irm, or corporation 

that o e r f o m s  management services for an insurer is not considered a 

general agent if

(1) the person, firm, or corporation is a vholl'r-owned

subsidiary of the insurer;

(2) the person, firm, or corporation w h o 11v  owns the insur­

er; or

(31 the person, firm, or corporation is a wholly-owned

CSHB 46(Jud)
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subsidiar*1, *• - She irrurrr'C2 holding compan”' she : v.vcs or controls s h a 

insurer.

* Sec. 4. AS ',‘T. 27.Q°0 is amended so reach

Sec. :T.27.0',0. GENERAL QUALIFICATIONS F O R  LICENSE. For She 

protection of She people or Shi3 state, she director rj?v not issue FCR 

SEETKfJ a license ertcept in compliance wish Shis chapter F. 0R1 So a 
p e r s o n . or So be exercised bv- F.T a person^ -cund bv1 th« director so 

be u n t m s  t v o rt hv , incompetent, or w h o  has not established to the 

satisfaction of She director that she pars >n is qualified under fT7T 

ACCORDANCE UTTHJ Shis chapter.

* Sec. 5. AS 21.27.03-0(a) is amended so read:

(a) The director n a y  tot grant an agent, solicitor, or broker 

license So a p erson if She director has reasonable cause to believe 

that

r(7) TURING EITHER C? THE T!vO CALENDAR TEARS r W E D T A T S L Y  

PRECEDING TEE REQUEST FOR RENE7AL OF TEE LICENSE T 7?  AGGREGATE AX OUNT 

O F  COMMISSIONS REPRESENTED B Y  THE CONTROLLED BUSINESS PROCURED BY OR 

THROUGH THE LICENSEE EXCEEDED THE AGGREGATE AMOUNT OF COMMISSIONS 

REPRESENTED BY ALL OTHER INSURANCE BUSINESS PROCURED 3 Y  OR THROUGH THE 

LICENSEE; OR

C2)l She circumstances of She applicant ~or She lies m e  FOR 

OF A LICENSEET are such FAS TO CAUSE TEE DIRECTOR REASONABLY TO BE- 

LIET31 Shat during She 12-mcnth period immediate Iv ‘tr>1 living irrun^cp 

TOR RE7TET-7ALI o f  the license, if i a rued fOR R^'dvb'-V , she agg— egata 

amount o f  commissions to b*» represented b v  she controlled business 

’•rculd erceed the aggregate am atm t of commissions to be represented b" 

all other inrrurancs business to be procured b v  or through the a p pl i­

cant FOR LI CENSEE1.

- Sec. 6. AS I1 .27.030 la amended b p  adding a n ev subsection m  read:

-3- CSH3 46 (Jud)



':! (d) The director n cv revoke an a g e n t , solicitor, or broker
lj

2:i license if the director has reasonable C3use to believe that ' during

3 ij either o f  the two preceding calendar vaars the aggregate amount o f
commissions represented b y  the controlled business procured bTT or 

through the licensee exceeded the aggregate amount o f  commissions 

represented by all other insurance business procured b y  or through the 

l icensee.

* Sec. 7. AS 21.27.060 is amended to read:

Sec. 21.27.060. EXAMINATION OF A P P L I C A N T S . (a) Each applicant

for an individual license as agent, broker, solicitor, or adjuster 

shall, before the issuance of the license, personalia take and pass^ 

to the satisfaction of the director^ an anamination given b y  the 

director as a test of the qualifications and competence of the a p pl i­

cant. This requirement does not apply to

(1) applicants for limited licenses, as travel insurance 

agents only, under AS 21.27.150, or, at the discretion of the direc­

tor, to applicants for licenses as disability Insurance agents for the 

purpose of handling limited coverages pertaining to sports and re cr e­

ation;

(2) applicants who at any time within the five-vear period 

immediately preceding the date of application have been licensed in 

this state under a license requiring qualifications required b v  the 

license applied for and who are considered by the director to be full^ 

qualified and competent;

(3) applicants for license as nonresident agent or as 

nonresident broker who have fulfilled qualification requirements in 

their state or province of residence and who are considered b y  the 

director to be fully qualified and competent;

(4) applicants tor an agent or solicitor license covering 

CSH3 46(Jud) -4-
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the seme kinds of insurance as an a g e n t’s or solicitor's license then j 

held b y  then.

(b) The director m a y  at ar.v tine require an individual [A1 

licensed as an agent, broker, solicitor, or adjuster to take and 

successfully vass an examination testing competence and qualifications 

as a condition to the continuance [OR RENEWAL] of the license if the 

licensee has been .guilty of violation of Chi3 title, or has so c o n­

ducted affairs under the license as to cause the director reasonably 

to desire further evidence of the qualifications of the licensee.

Sec. 3. AS 27.27.090(a) is amended to read:

(a) To qualify for an individual agent or broker license an

applicant shall comply wi t h this title and

(7) be 19 years of age or ove r [, IF AN I N DIVIDUAL!;

(2) if for a resident agent's or broker's license, be a

bona fide resident before issuance of license [»! and actually reside

in the state [RESIDING IN ALASKA, O R  IF A  CORPORATION, BE OTHER THAN 

A N  INSURER AND MAINTAIN A  LAWFULLY ESTABLISHED PLACE OF BUSINESS IN 

THIS STATE, EXCEPT AS PROVIDED IN AS 27.27.270];

( 3 )  [BE EMPOWERED TO 3E AN AGENT O R  BROKER, AS THE CASE M A Y  

BE, UNDER ITS MEMBERS' AGREEMENT, IF A  FIRM, O R  B Y  ITS ARTICLES OF 

INCORPORATION, IF A  CORPORATION;

(4)] successfully pass any examination required under 

AS 21.27.060;

(4) [(5)1 be a trustworthy person;

(5) [(6)] not use or intend to U3e [OR USE! the license for

the purpose principally of writing controlled b u s i n e s s . as defined in 

AS 21.27.030;

(5) [(7)] if for an agent license, be appointed as its

agent by one or more authorized insurers, subject to issuance of the

-5- CSHB 46(Jud)



license, arcept that an individual acting on behalf of a firm is not

required Co have an appointment as -in agent for that a c t i v i t y

(7) [(3)] if for broker license, have had experience eicher

as an agent, solicitor, adjuster, general agent, broker, or as an 

employee of insurers or representatives of i n s ur ar s . or special educa­

tion or training of sufficient duration and extent reasonable to

satisfy the director that the applicant possesses the competence 

necessary to fulfill the responsibilities of broker.

* Sac. 9. AS 2T.2T .990 is amended by adding a n e w  subsection to read:

(c) To qualify for a firm agent or broker license an applicant 

shall complv w i t h  this title and

(1) comply w i t h  (a)(4) and (5) of this section;

(.2) if a corporation, maintain a lawfully established place

of business in this 3tate, encept as provided in AS 21 .27.279.

* Sec. TO. AS 21.27.130 is amended to read:

Sec. 21.27.130. CONTENT OF AGENT, BROKER, SOLICITOR LICENSES. 

Agent, solicitor, and broker licenses must [SHAIJ,] be in the form the 

director prescribes, and m u s t  [SHALL] set out

(1) the name and address of the licensee, or if the lic­

ensee 13 required to have a place of business, the address of Che 

place of business;

(2) if Che agent or broker is n 'irm r0R C OR PO RATIONT, -he 

name of the principal or manager of Che girm. holding on individual 

license as required h *  AS V .  27.140 [EACH INDIVIDUAL AUTHORISED TO 

EXERCISE THE PONEPS CONFERRED E E  THE L I C E N S E 1;

(3) che kind or kinds of insurance the licensee is CTHERE- 

3Y1 licensed to handle;

(4) if a solicitor's l i c e n s e ,  the name and address of Che 

agent or broker represented bv the solicitor;

CSH3 46(Jud) -6-



(S!' the condition under which the license is granted;

(5) Che data of issuance [AND DATE OF EXPIRATION] of Che

license.

* Sec. 11. AS 21.27.‘140 is amended to read:

Sec. 2 1 . 2 7 . U 0 .  LICENSES TO FIRMS [AND COR PO R AT IO NS ]. A  firm 

shall have a firm license of the same degree as each individual li­

censee acting on beha lf  of the firm. A firm [OR CORPORATION] ma""- not

be licensed as an adjuster, a gent^ or broker unless each individual 

acting as or representing to be an adjuster, agent, or broker on

b ehalf of the firm is licensed a o an i nd iv i d u a l , and the principal or

m a na ge r of the firm is licensed as an individual to exercise all the 

powers conferred b y  the firm's license. If the licensee know* of and 

consents to an act or representation on beha lf  of the firm bv an 

individual who is not licensed a s required b v  this chanter, that act 

or representation [TO 3E EMPOWERED AND DESIGNATED IN THE LICENSE TO 

EXERCISE THE POWERS CONFERRED 3Y THE LICENSE IS QUALIFIED AS THOUGH 

THE INDIVIDUAL W E R E  THE SOLE INDIVIDUAL TO BE SO EMPOWERED, EXCEPT 

TH AT  A  FIR M  O R  CORPORATION LI C ENSED FOR ALL LINES M A Y  EMPOW ER  AND 

D ESIGNATE A N Y  INDIVIDUAL, OTHER THAN THE PRINCIPAL OR MANAGER. L I­

CENSED FOR ONLY PR0PERTY-CA3UALTY OR LIFE-DI3A3ILITY TO EXERCISE THE 

POWERS CONFERRED B Y  TEE LICENSE TO THE E XTENT THAT INDIVIDUAL 13 

QUALIFIED TO ACT. EXERCISE OR ATTEMPTED EXERCISE OF THE POSERS 3Y AN 

I3DIVTDUAL NOT SO D E S I G N A T E D , WI TH  THE KNOWLEDGE OR CONSENT OF THE 

LICENSEE, ] is cause for Che relocation or suspension of the firm 

license.

~ Sec. 12. AS 21.27.170(b) is amended to read:

(b) The director shall issue to the agent a special vending 

machine license for each machine to be used. The license must [SHALL] 

specify the name and address of the insurer end agent, the name of the

- 7 -  C3H3 46(Jud)



p e rm

police to be sold, the serial number of the machine, and the place

:;hers the machine is to be in operation. The license is_ [SHALL IE]

subject to TANNUAL CONTINUATION, TO E X P I R A T I O N , ] suspension or r e v o c a­

tion coincidentally wi th  that of the agent. The director 3hall also 

revoke the license on a machine if the director finds that the condi­

tions upon w hi ch  the machine was licensed, under [AS REFEREED TO IN]

(a) of thi3 section, no longer exist. Proof of the existence of a 

[SUBSISTING] license shall be displayed on or 3bout each vending

machine in use in the manner the director m a y  reasonably require.

Sec. 73. AS 21.27.190(a) -s amended to read:

(a) Each applicant for a broker license [OR FOR THE RENEWAL 0? A  

BROKER LICENSE EXISTING ON JULY 1, 1966,3 shall file w i t h  the applica­

tion [OR REQUEST FOR RENEWAL] and shall after that [THEREAFTER] m a i n­

tain in force while [SO] licensed a b o n d  in favor of the people of the 

state, executed b y  an authorised corporate surety approved b y  the 

director, in the amount of $10,000 [$5,000], r"he bond mav be continu­

ous in form, and total aggregate liability on the bond m a y  be limited 

to the payment of $10,000 [$5,000]. The bo nd  must [SHALL] be contin­

gent on the accounting b y  the b r o k e r ^  to a rANY] person requesting the 

broker to obtain insurance or to a person frcm wh om  the broker obtains 

i ns urance, for m o n e y  or premiums collected in connection with the 

insurance [THEREWITH].

Sec. 14. AS 27.27.190 is amended by adding a n e w  subsection to read:

(c) An individual who acts or. behalf of a firm that files and 

maintains in force the bond described in (a) of this section 13 exempt 

from the requirements of (a) cf thi3 section.

Sec. 15. AS 21 .27..200(a) is repealed and reenacted to read:

(a) A  broker is not an agent or other representative of an 

insurer and does n ot have power as a broker to bind the insurer 

46(Jud) -0-
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regarding a rick or an insurance contract.

Sec. 16. AS 27.27.200 is amended bv adding tew subsectior .3 to read:

(c) In determining an insured's entitlement to coverage or 

return premium, a prem i um  payment made to a broker shall be constderad 

received b y  the insurer if

(7) the payment was, at the time it was made, designated

for specific coverage; and

(2) the insurer accepted or acknowledged coverage by issu­

ing a policy, binder, or other contract for temporary insurance.

(d) A  broker m a y  not knowingly accept p a r e n t  for coverage until 

coverage is authorized by an insurer.

(e) Emcept as provided u nder (c) of this section, Chi3 section 

is not intended to alter the common law of agency as applied to trans­

actions under this title.

* Sec. 77. AS 27.27.240(a) is amended to read:

(a) A n  agent or broker who employs a solicitor 3b.all nav the 

[THE] fee for issuance or annual fee for continuation fRENEWAL] of a 

solicitor license [SPALL BE PAID BY THE AGENT OB BROSER BY W H O M  THE 

SOLICITOR IS E M P L O Y E D ] .

* Sec. 13. AS 27.27.300 is amended to read:

Sec. 27.27.300. CONTENTS OF LICENSE. The director shall p r e­

scribe the "orm of adjuster license, w hi ch  mus t contain

(7) the name and business address o f the adjustar;

(1) data of issuance TAND DATE OF EXPIRATION] of the li­

cense;

(3) other statements prooer to the purposes of the license.

* Sec. 79. AS 27.27.350 is amended b y  adding a n e w  subsection to read:

(c) In addition to the record required under (a) of this sec­

tion, each agent or broker shall have and maintain at the a g e n t '3 or

-9- CSH3 46(Jud)



broker's principal place of business current accounting; and -inancial 

r cord3 maintained in accordance w i t h  generally accepted accounting 

o i n c i p l e s .  The director m a y  request summarv or detailed copies for

e amination by the division. Records examine under this subsection

are confidential wh en  in the possession of the division, but m s v  be 

u e d  b y  the director in a proceeding against the licensee. For our- 

p ses of this subsection, the records of a firm shall be considered

t ~e records of an individual agent or broker actine on behalf of the

* i r m .

S c. 20. AS 21.27.360(b) is amended to read:

(b) All funds, except those made payable to the insurer, reora- 

s nting premiums or r e turn premiums received b y  an agent or broker, 

s’-all be received in the fiduciary account of the agent or broker, and 

s all be deposited in a bank account or depcsitorv separate from any

0 'her account or depository, and shall t-e promptly accounted for and 

p id to the insured, insurer, or agent entitled to Che funds. For 

p -.rposes of this subsection, the fiduciary account o g the firm shall. 

b_ considered the fiduciary account of an individual agent or broker 

a ting on behalf of the firm. Funds deposited into a fiduciary ac- 

£  unt m a y  not be commingled or otherwise combined wf t h other funds. 

e cent: as allowed under (d) of this section.

S c. 11. AS 21.27.360 i3 amended bv adding n e w  subsections to read:

(d) An agent or broker m a y  commincla with premium f u n d s , addi- 

t onal funds for the purpose of advancing premiums, establishing 

r serves for the payment of return premiums, or reserves for recei*Kng 

a i  transmitting premium or return premium funds. Funds collected for 

t e payment of premium taxes, policy or filing fees, late payment 

c arges, and interest from fiduciary funds on deposit, m a y  be corn­

's- aeled in a fiduciarv account, but shall be separatslv accounted for

1 (Jud) -10-



and periodically removed from Che fiduciarv account.

(e) An agent or broker may not treat funds required to be in a 

fiduciarv account as a personal asset, as collateral for a personal or 

business loan, or as a personal asset or income on a financial state­

ment, except that funds in a fiduciarv account m a v  be included in a 

financial statement of the agent or broker if claarlv identified a3 

fiduciarv account assets.

(f) In this section, "fiduciary account" means an account in 

w h i c h  the agent or broker holds funds as a trustee for the insured,

insurer, or agent entitled to the fund.3.
* Sec. 22. AS 21.27.330 is repealed and reenacted to read:

Sec. 71.27.330. ANNUAL FES FOR LICENSES, (a) An annual fee sat 

under AS 21.06.250 for resident and nonresident agent, solicitor, and 

adjuster licenses is due on or before the close r f business on the 

30th day of Jure.

Cb) An annual fee set under AS 21 .06.250 for resident and n o n­

resident broker licenses is due on or before the close of business on 

the 31st day of December.

(c) An agent or broker shall file the annual fee set under 

AS 21.06.250 on behalf of a solicitor employed b y  the agent or broker.

(d) If p a r e n t  of the annual license fee is not received bv the 

director before the due date as required under this section, the 

licensee shall p a y  to the director and the director shall collect, in 

addition to the regular fee, a surcharge as established b v  regulation 

under AS 21.06.250. This subsection m ay not be considered to exempt a 

person from a penalty provided by law for transacting business without 

a valid license.

* Sec. 23. AS 21.27.390(a) is amended to read:

(a) The director m a v  adopt regulations regarding the issuance of
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z.7. :nt nr broker tsmnor'irv license to
(1) tue sur'riving spouse or next of kin or to the adminis-

tr : or executor of a deceased licensed agent or broker;

(7) the spouse, next of kin, employee, or leeal guardian of

ic *r.sed agent or broker who is disabled because of sickness, ins an- 

, *r injury;

(3) a surviving m e m b e r ^  [OF A  F IR M OR SURVIVING] off ic e r^  

aroloyee of a firm [CORPORATION! licensed as agent or b r o ke r^  upon

• ’sath of the principal or manager of the firm holding the setae 

sr. es as the firm TAX INDIVIDUAL DESIGNATED IN THE FIRM O R  CCRPO- 

IC'T’S LICENSE TO EXERCISE PC'TERS THEREUNDER] ?

(4) the designee cf a licensed agent who enters active 

ri:e in the armed forces of the United States;

(5) a person preparing for examination for permanent li-

se under the supervision of an authorized insurer.

. '.4, AS 21.27.410(a) is amended to read:

a) The director m a 7  refuse to issue a license or may suspend or 

r .voke [, OR REFUSE TO RENEW] a license issued under this chapter 

a surplus line broker l i c e n s e , .or m a y  refuse to renew a surplus 

a aroker license, for a cause specified in another (ANY OTHER] 

•r? ion of this title, or for any of the following causes:

(1) for £  [ANY] cause for w h i c h  issuance of the license

If have been refused had it then existed and been known to the 

?c :or;

(2) if the licensee or applicant wilfully violates or

?i gly participates in the violation of a provision or this title;

(3) if the licensee or applicant has obtained or attempted 

o:- :ain the license through wilful misrepresentation or fraud, or

iled to pass an [ANY] examination required under this chapter;



( M  i r the licensee or eoplicant lias misappropriated or

converted to personal use or has illegally withheld money required to 

be held in a fiduciary capacity;

(5) if the licensee or applicant has, w i t h  intent to de­

ceive;. materially misrepresented the tarns or effect of an insurance 

contract; or has engaged or is about to engage in a fraudulent trans­

action;

(6) if the licensee or applicant has been guilty of "t wist­

ing,” under AS 21.35.050. or of rebating, under AS 21.35.100;

(7) if the licensee or applicant has been convicted, b y

final judgment, of a felony;

(8) if in the conduct of affairs under the license, the 

licensee exhibits conduct considered b y  the director to reflect incom­

petence, untrustworthiness, or a sot.ree of injury and loss to the 

public;

(9) if the licensee or applicant has dealt with, or a t­

tempted to deal with, insurances or to exercise powers relative to

insurance outside the scope of the licenses of the licensee or a p p l i­

cant.

■* Sec. 25. AS 21.27.410(b) is amended to read:

(b) The license of a firm [OR CO?.-ORATION] may be suspended,

revoked, or refused for ar.v of the causes Chat [WEIGHT relate to a 

[ANY] person acting on behalf of the firm [DESIGNATED IN THE LICENSE 

TO ENERGISE ITS POTTERS] .

* Sec. 25. AS 21.27.420 is amended to read:

Sec. 21.27.420. PROCEDURE FOR SUSPENDING 2 1  U , ] REVOKING [OR

REFUSING TO RENEW! A  LICENSE. The director m a y  suspend or [,] revoke

[, OR REFUSE TO RENEW] a license

[(1) BY ORDER GIVEN TO THE LICENSES MOT LESS THAN 15 DAYS

- 1 3 -  CSHB 4 6  ( s lu d )
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BEFORE THE EFFECTIVE CATE OF THE LICENSE, SUBJECT TO THE EIGHT OF THE 

LICENSEE TO HAVE A  HEARING AS PROVIDED IN AS 27 .06.130(b); PENDING A  

HEARING THE LICENSE SHALL BE SUSPENDED; O R

(2)1 by an order on hearing ma de  as provided in AS 21.06.- 

220 effective 10 days after the date of the giving of the order, 

subject to the right of the licensee to appeal to the superior court 

as provided in AS 21.06.230.

* Sec. 27. AS 21.27.440 is amended to read:

Sec. 21.27.440. CIVIL PENALTIES N A Y  BE IMPOSED. After hearing 

and in addition to or in lieu of the suspension or [,J revocation of 

[, O R  REFUSAL TO RENEW] a license, the director may lev”1 a civil 

penalty upon the licensee not to exceed $2,500. The order levying the 

civil penalty mus t [SHALL] specify the period wi thin wh ic h the civil 

nenalty shall be fully p a i d. The [, WHICH] period m a y  not be less 

than 15 or more than 30 davs after [FROM] the date of the order. Upon 

failure to pay the civil penalty when due, the director shall revoke 

the licenses of the licensee if not already revoked. A  [THE] civil 

penalty collected [SHALL 3E PAID] by the director shall be oaid to the 

commissioner of revenue for deposit in the general fund.

* Sec. 23. AS 27.27.450 is amended to read:

Sec. 27 .27.450.. FINE IN L I EU  OF ACTION AGAINST THE LICENSE. 

Ucon the hearing of an anneal from an order suspending or [, ] revoking 

[, OR REFUSING TO RENEW] a license issued under this chanter, the 

court, if it finds that the licensee is guilty of violation of the law 

and if it considers the suspension nr [,) revocation [, OR REFUSAL TO 

R E NE W THE LICENSE] too severe a penalty under the facts as found, m a y  

instead impose a fine of not more than $2,500. P a r e n t  of the fine 

within 70 days after its imposition reinstates or restores [SHALL 

REINSTATE, RESTORE, OR RENEW] the license.

CSHB 46(Jud) -74-



I
j
<I

11

2

3

4
I

51

6

7

3

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

i

■
i
i
i
i

* Sec. 29. AS 21.27.460(a) is amended to read:

(a) Each license issued under this chapter, although issued and 

delivered to the licensee agent, broker, s o l i c i t o r o r  adjuster, is 

the property of the state. Upon the [EXPIRATION, ] termination, sus-
j

tension, or revocation of the license, the licensee or other oerson iIIj
having possession or custody of the license shall immediately deliver | 

it to the director either b y  personal delivery or b y  mail.

* Sec. 30. AS 21.34.040(c) is amended tc read:

(c) A  nonadmitted insurer m a y  be eligible to provide coverage in 

this state if it qualifies u nder one of the following:

(1) a foreign but n onalien insurer m a y  qualify under this

subsection if it has a minimum capital and surplus equal to that

required in its domiciliary jurisdiction^ or [,] $1,500,000 on Septem­

ber 13, 1934, [ASTD] $2,500,000 on June 20, 1935, [AND] $3,500,000 [,]

on June 20, 1936, and $5,000,000 on June 20, 1987, whichever is great- j
»

er;

(2) an alien insurer m a y  qualify u nder this subsection if 

it meats the minimum capital and surplus requirements in (1) of this 

subsection and maintains in the United States an irrevocable tru3t 

fund in either a national bank or a member of the Federal Reserve 

system, in an amount not less than SI .500,000 [THAT REQUIRED AS ''/rtNI- 

M U M  CAPITAL AMD SURPLUS HI (1) OF THIS S U B S E C T I O N ] , for the protection 

of all its policyholders in the United States; the trust fund must 

[SHALL] consist of instruments of substantially the same character and \J
I

quality as those that are eligible investments for the capital and !

statutory reserves o f  admitted insurers authorised to write like kinds 

of insurance- in this state or of irrevocable letters of credit; the 

trust fund must [FUNDS SHALL] have an expiry date that at no time is 

la3s than fiwe years;

-15- CSH3 46(Jud)



I

o •
ii

4 I

1: (3) a L l o y d ' 3 or other similar unincorporated group of

2! alien individual insurers mav qualify if it maintains a trust fund of

not less than $50,000,000 33 security to the full amount, for all 

policyholders and creditors in the United States, of each member of 

5| the e r o u n ;
i •

5 j (4) an "insurance exchange" created by the laws of i n d i­

vidual statas m a y  .qualify if it maintains capital and surplus, or the

8 substantial equivalent, of not less than $15,000,000 in the aggregate;

9 in the event the insurance exchange does not maintain, funds for the

10 protection of all its policyholders, each individual syndicate shall

11 meet the min im um  capital and surplus requirements of (1) of this

12 subsection,

13 * Sec. 31. A S  21.36.TOO is amended to read:

14 Sec. 21.36.100. PJ33A.TES, Except as provided in (b) of this

15 section and as otherwise expressly provided b v  law, a person m a y  not

16 knowingly permit or offer to make or m a k e  a contract of life insur-

17 ance, life annuity or disability insurance, or agreement under the

18
contract other than as plainly expressed in the contract issued there-

19
on, or pay, allow, give or offer to pay, allow, or give, directly or

I
20 I

indirectly, as inducement to the insurance, or annuity, a tsoats of

21
premiums payable on the contract, or a special favor or advantage in

22 *
the dividends or other benefits, or paid amcloyment or contract for

I
23 i

services of any kind, or anv valuable consideration or inducement

24
whatever not specified in the contract; or directly or indirectly

25 I
give, sell, purchase or offer to agree to give, sell, purchase, or

oc
allow as inducement to the. insurance o r  annuity or in connection

27 therewith, whether or not to be specified in the policy or contract,

28
an agreement or any norm or nature promising returns, profits, stocks, 

29 bonds, or other securities, or interest present or contingent therein
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or a s meas ur ed  t h e r e b y , of an insurance company or other corporation, 

association, or partnership, or dividends or profits accrued or to 

accrue thereon; or offer, promise or give anything of value which is 

not specified in the contract.

* Sec. 32. AS 27 .36.',Q0 is amended by adding a new subsection to read:

(b) An agent or b roker may rebate part or all of the commission

due the agent or broker, provided the rebate does not alter the amount 

or type of Insurance coverage.

* Sec. 33. AS 27.36.H O  is amended to read:

Sec. 27 .35.770. EXCEPTIONS TO DISCRIMINATION AND REPAIRS.

Nothing in AS 27.35.090 and 27 .36.700 m a y  be construed an including 

within the definition of discrimination or rebates any of the follow­

ing practices:

(7) in the case o f  a contract of life insurance or life 

annuity, paying bonuses to policyholders or otherwise abating their 

premiums in whole or in part out of surplus accumulated from normar- 

ticipating insurance, if the bonuses, or abatement of premiums are 

fair a nd equitable to policyholders and for the best interests of the 

insurer;

(2) in the case o f  life insurance policies issued on the

industrial debit, preauthorized check, b a n k  draft, or similar p l a n s ,

making allowance to policyholders who have continuously cor a speci­

fied period made premium pa-nzents directly to an office of the insurer 

or by praauthorized check, bank draft, or similar plan, in an amount 

that rNHTCH! fairly represents the saving in collection expense;

(3) readjustment of the rata of premium for a group insur­

ance p o l i c y  based on the loss or expense experience thereunder, at the 

end of the first or a subsequent nolicy year of insurance thereunder, 

that [T^HICR] m a y  be made retroactive only for that policy year;
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(41 issuance of life or disability insurance oolicies or 

annuity contracts at rates less than the usual ratas of oreraiums for 

the policies or contracts, or modification of premium or rate based on 

amount of insurance; but the issuance or modification shall not result 

in reduction in premium or rate in excess of savings in administration 

and issuance expenses reasonably attributable to the policies or 

contracts; or

(5) a rebate of the commission due an agent or b r o k e r , 

provided that the rebate does not altar the amount or tvpa of insur­

ance coverage.

* Sec. 34. AS 27.36.720(a) is repealed and reenacted to read:

(a) An agent or broker m a y  eive a rebate on property, casualty,

or surety insurance, provided the rebate results only in a reduction 

of the commission due the agent or broker and does net reduce the 

amount or type of insurance coverage.

* Sec. 35. AS 27.36.270(a) is amended to read:

(a) A n  insurer may  not exercise it3 right to cancel a policy of

personal [AN] automobile insurance [POLICY] except for the following

reasons:

(7) nonpayment of premium; or

(2) the d r i v e r’s license or motor vehicle registration of 

either the named insured or of an operator who resides in. the same 

household as the named insured or who customarily operates a motor 

vehicle insured under the policy has been under suspension or re voca­

tion during the policy period or, if the policy is a renewal, during 

its policy period or the 780 days immediately preceding its effective 

date.

* Sec. 36. AS 27.36.270(d) is amended to read:

(d) This section does not apply to 
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( 1 )  the failure to renew a policv, ertoept as to coverage In 

force for leas than 12 m o n th s^
I

(2) a policy that has been in effect less than 60 davs at 

the tine notice of cancellation is mailed or delivered the insurer, 

unless it 5.s a renewal p o l i c e .

+ Sec. S'7. AS 21.36.210(f) 13 amended to read;

(f) An [NOTWITHSTANDING (e) OF THIS SECTION, AN] insurer m ay not
e:;srci3e its right tt cancel a policy of personal insurance other than 

personal automobile insurance, enceot for the following reasons [THE 

T Y PE  DESCRIBED IN (a) OF T!TS SECTION IF ONE OF THE FOLLOWING CO'T-
|

DITIOHS OR CIRCUMSTANCES ARISES];

(1) nonpayment of premiums, including nonpayment o f  addi-

‘ tional premiums, calculated in accordance with the current rating •

manual of the insurer, justified b y  a physical change In the insured j
” 1

property or a change in its occupancy or use; j
(2) conviction of the insured of a crime having as one of J

its necessary elements an act increasing a hazard insured against;

(3) discovery of fraud or material misrepresentation made i

b y  the insured or a representative of the insured in obtaining the 

insurance or b y  the insured in pursuing a claim under the policy;

(4) discovery of a grossly negligent act or omission by the 

insured that substantially increases the hazards insured against; or

(5) physical changes in the insured property that result in ■

the property becoming uninsurable. i
1

* Sec. 33. AS 21.36.220 is amended to read; ;

Sec. 21 .36.220. NOTICTJ OF CANCELLATION. An insurer m a y  not 

ertercise its right to cancel a personal insurance p o l i c y  unless a 

written notice of cancellation 13 mailed [OR DELIVERED] to the named 

insured as required b v  AS 21 .36.260 [, A T  THE ADDRESS SHOWN T27 THE

- 1 9 -  CSHB A6(Jud)



POLICY,] at least 5_0 [20] days befora the effective data of cancella­

ti o n . However, if [, EXCEPT THAT r'TFTHN] cancellation is for nor.pa-'unent 

of premium^ the notica shall be mailed [OR DELIVERED] to the named 

insured as required b v  AS 21.36.260 [AT THE ADDRESS SHOWN IN THE

POLICY] at laa 3 t 20 [IQ] days befora the affective date of cancella-

tion. If cancellation is for a reason described in AS 2 1 .36.210(a)(2) 

or (f)(2) or (3), the notice 3hall be mailed to the named insured as 

required bv AS 21.36.260 at least 10 davs befora tha effective date of 

cancellation [AND SHALL INCLUDE OR 3E ACCOMPANIED BY A STATEMENT OF 

THE REASON FOR THE CANCELLATION. THIS SECTION DOES NOT AP PL Y TO THE 

FAILURE TO R E N E W  A  POLICY, EXCEPT AS TO COVERAGE IN FORCE F OR LESS 

TH AN  12 MONTHS].

* Sec. 39. AS 21.36.220 is amended b y  adding n e w  subsections to read:

(b) An insurer m a y  not exercise its right to cancel a policy of 

business or commercial insurance unless a written notice o f  cancella­

tion is mailed to the named insured as required b y  AS 21.36.260 and to 

the agent or brok e r of record at least 60 days before the effective 

date of cancellation. However, if cancellation is for nonpayment of 

premium, or for failure or refusal of the insured to provide the

information necessary to confirm exposure or necessary to determine 

the policy premium, the notice shall be mailed to the named insured as 

required b y  AS 21 .36.260 and to the agent or broker of record at: least 

20 days before the affective date of cancellation. If cancellation is

(1 ) for conviction of the insured of a crime having as one of its 

necessary elements an act increasing a hazard insured against, or (2 ) 

for discovery of fraud or material misrepresentation made 0 7  the

insured or a representative of tha insured in obtaining the insurance 

or b y  the insured in pursuing a claim under the policy, the notice 

shall be mailed to the named insured as required bv AS 21.36.260 and 
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Co tha agent or broker of racord at least 10 davs before tha effective 

data of cancellation.

(c) If an insurer cancels a policy under this section, it shall 

raturn or credit any unearned premium to the agent or broker of racord 

or directly to the insured or premium finance company, if applicable, 

before the effective date of cancellation, except that

(1) an unearned premium shall be returned or credited within 

30 days after notice of cancellation is given, if cancellation is for

(A) nonpayment of premium, including nonpayment of 

additional premiums, calculated in accordance w i t h  the currant 

rating manual of the insurer, justified by a physical change in 

the insured property, a change in its occupancy or use, or a 

change in payroll, receipts, values, or other exposure units;

(3) conviction of the insured of a crime having as one 

of it3 necessary elements an act increasing a hazar d insured 

against;

C O  discovery of fraud or material misrepresentation 

made by the insured or a representative of the insured in obtain­

ing the insurance or by the insured in pursuing a claim under the 

policy;

(D) failure or refusal of the insured to provide the 

information necessarv to confirm exposure or necessary to deter­

mine the policy oreraitnn;

(3) a reason described in AS 37.36.270(a)(2);

(2) the insurer shall perform or waive the audit before the 

effective date of the cancellation and return or credit any estimated 

unearned premium before the effective date of cancellation if the 

policy is subject to audit and is canceled for a reason other than 

those described in (7)(A) - (3) of thi3 subsection.
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(d) The division may require an insurer to perform an audit that 

the insurer has elected to waive under (c) of this section.

(e) A  notice of cancellation of insurance required to be given 

under this section must include or be accompanied by a statement of 

the reason for the cancellation.

* Sec. 40. AS 21.36 is amended b v  adding a n e w  section to read:

Sec. 21.36.235. NOTICE OF P R S MU J H OR COVERAGE CHANGES T7R0N

R E N E W A L . (a) Except as provided in AS 21.36.420, if the renewal

premium is increased mo re  than 10 percent for a reason other than an 

increase in coverage or exposure base, or if after renewal there will 

be a material restriction or reduction in coverage not specificallv 

requested b y  the insured, writt en  notice 3hall b e  m ailed to the 

insured a nd to the agent or broker of record as required b y  AS 27.36.- 

260

(1) at least 20 day3 before expiration of a personal insur­

ance policy;

(2) at least 45 days before expiration of a business or 

commercial policy; or

(3) by the anniversary date of the year before expiration

of a policy writ te n for a term longer than one year or without a fined

expiration date.

(b) If notice befora expiration of the polic y is not given as 

required b y  (a) of this section, the existing policy shall continue

until the insurer provides notice for the time period required by (a)

of this section for that policy.

(c) This section does not apply to w o r k e r s’ compensation insur­

ance.

* Sec. 41. AS 21.36.240 i3 amended to read:

Sec. 21.36.240. FAILURE TO RENET7. An insurer m a y  not fail to
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renew a personal insurance policy in force for lass then 12 months.

An insurer mav not fail to renew a policy [IN FORCE FOP. 12 MONTHS OR 

MORE] unless a w r i t t e n  notice of nonrenewal is mailed [OR DELIVERED] 

to the named insured as required AS 21 .36.260 • f, AT THE ADDRESS

SH01*?H Ill THE POLICY, ] at least 20 da^s for a personal insurance j 

policy, and at least 45 days for a business or commercial insurance

police, before the expiration date of the policy [,] or of the anni­

versary date of a policy written for a term longer than one year or

w i t h  no fixed expiration data. If notice of nonrenewal is not riven

•as required b v  this section, the existing oolicv shall continue until 

the insurer provides notice for the time period required by this 

section for that policy. This section does not applyt
(1) if the insurer has in good faith manifested [IN A N Y  

MAY] Its willingness to renew;

(2) in case of nonpayment of premium for the expiring

policy; or

(3) if the insured fails to pay tha premium as reauired by 

the insurer for renewal.

* Sec. 42. AS 21.36.250 is amended to read:

Sec. 21.36.250. NOTICE OF ELIGIBILITY. When a policy of automo­

bile liability insurance i3 cancelled, other than for nonpayment of 

premium, or is net renewed in accordance with [FOR FAILURE TO RENEW A  j 

P OLIC Y OF AUTOMOBILE LIABILITY INSURANCE TO WHICH] AS 21.36.240 [A?- j

j
P L I E S ] , the insurer shall notify the named insured of possible elizi- if

bility for automobile insurance through the automobile assigned risk 

plan, or automobile insurance plan. The notification must [SHALL] 

accompany or be included in the notice of cancellation or nonrenewal 

required b y  AS 21.36.220 [AS 21.36.230] and 21.36.240.

* Sec. 43. AS 21.36 is amended by adding a n e w  section to read:

-23- CSHB 46(Jud)



Sec. 21 .36.255. PREMIUM REFUND. (a) If an insurance policy is 

cancelled, rejected, or rescinded by the

(1) insurer, the insurer shall refund the unearned premium 

paid to the insured or premium finance company; or

(2) insured, the insurer shall return any unearned premium 

paid to the insured or premium finance company, less a cancellation 

fee not to exceed fire percent of the unearned premium or $1,000, 

w hi chever is lass; a cancellation fee may not be charged unless the 

fee is clearly stated in the policy.

(b) Notwithstanding (a) of this section, if the insurer clearly 

indicates one or m or e  of the following features in the policy, an 

insurer m a y  issue a po licy

(1) w hose premium is earned at a varying rate due to sea­

sonality of exposure;

(2) that conta'.ns a minim um  earned premium; or

(3) w i t h  a fluctuating premium base.

* Sac. 44. AS 21.36.260 i3 repealed and reenacted to read:

Sec. 21.36.260. PROOF AND METHOD OF MAILING NOTICE. If a notice 

is required from an insurer under this chapter, the insr'*'*■»* shall

(1) m a i l  the notice b y  first class mail to the last known 

address of the insured; and

(2) obtain a certificate of mailing from the U.S. Postal

Service.

* Sec. 45. '3 21.35.310 is amended to read:

Sec. 21.36.310. DEFINITIONS. In AS 21.35.210 - 21.36.3^0

(1) nbusiness or commercial insurance" means insurance 

other than personal insurance, re i nsurance. life insurance, disability 

insurance, fidelity and surety insurance, title insurance, w et marine 

and transportation insurance as defined in AS 21.34.900, or an annuity 
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( 2 )  ''nonpayment of premium'1 means failure of the named 

insured to discharge w h e n  due any obligations of the named insured in 

connection with the payment of premium on a oolicy, or an-”- installment 

of the premium, whether the premium 13 payable directly to the insurer 

or its agent or indirectly under any premium finance plan or extension 

of credit;

(3) ''personal automobile insurance" means insurance not 

related to business or commercial activities, covering [(2) "POLICY" 

YEANS AN I N S U R A N C E . P OLICY COHERING TEE RISES AND EXPOSURES LISTED 12! 

AS 27.36.210(e) O R  A N  AUTOMOBILE POLICY THAT INCLUDES] automobile 

liabilitv, uninsured or underinsured m o torists \ COVERAGE, UNINSURED• I.M ■ i. ■ I wm m. , ,  — - ■ — .i !■ ■■■■■■ ■ — I 1 I ■ ■»■■■■ ■ — ■...... .
»

MOTORIST C O V E RA GE ] , automobile medical payments [COVERAGE], or automo- 

bile physical damage [COVERAGfS], that is delivered or issued for 

delivery in this state [INSURING AS THE NAMED INSURED, ONE INDIVIDUAL 

OR HUSBAND AND  WIFE RESIDENT OF THE SAMS H O U S E H O L D ] , and tinder w h i c h  

the insured vehicles are of the following types only:

(A) a m ot or  vehicle of the private passenger or st a­

tion wagon type that is not used as a public or livery convey­

ance, nor rented to others; or

(B) any other four-wheel motor vehicle w i t h  a load 

capacity of 1,500 pounds or less that is not used in the occupa­

tion, profession^ or business of the insured, nor used as a 

public or livery conveyance^ nor ranted to others;

(4) ''personal insurance"

(A) means personal automobile insurance, or insurance

cohering

(i) loss of or damage to real property that is 

us e d predominantly for residential purposes and that does
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not consist of more than four dwelling units;

(ii) loss of or damage to personal property, 

including personal effects, household f u r n i t u r e , fixtures 

and equipment located in not more than four dwelling unit3; 

or

(iii) legal liability of natural persons for to3s 

of, damage to, or injury to parsons or property if the i n­

surance does not cover liability arising from or in c o n­

nection w it h business or commercial activities;

(3) does not include an annuity contract or a policy 

of U f a  insurance, disability insurance, or title insurance;

(5) [(3)7 "renewal" or "renew" means

(A) the issuance and delivery [BY A N  INSURER] of an 

insurance [A] policy [REPLACING] at the end of the policy per io d^  

that replaces a policy previously issued and delivered b y  the 

same i n s u r e r [, ]

(3) the issuance and delivery of a certificate or

notice extending the term of a policy beyond its policy period or 

tarmj_ [, ] or

(C) the extension of the term of a p o l i c y  beyond its

policy pei'iod or term under a prevision for extending the policy

b y  payment of a continuation premium.

* Sec. 46. AS 21.66.310 is repealed and reenacted to read:

Sec. 21.66.310. RS3ATES. A  title insurer, or agent or solicitor 

of a title insurer m a y  rebate to the insured a portion of the cost of 

the insurance, provided the rebate consists of a reduction in the 

commission received b y  the title insurer, agent, or solicitor, and

does not result in a reduction in the amount or type of insurance 

co ve ra ge .
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* Sec. 47. AS 21.34.430(c) is amended to rsad:

(c) The director a a v  refuse to issue or ma y suspend or revoke 

[RENEW] an insurance agent's license if, in the judgment of the direc­

tor, the proposed licensee i3 not trustworthy and competent to act as 

agent, or has given cause for revocation or suspension of the license, 

or has failed to comply w i t h  a prerequisite for tha issuance [OR 

RENEWAL, AS THE CASE MAY  BE,] of the license.

* Sec. 43. AS 21.84.430(b) is repealed and reenacted to read:

(b) A  society, or an agent or solicitor representing a society 

m a y  rebate the premium or part of the premium, provided the rebate 

consists of a reduction in the commission charged by the society,

agent, or solicitor and does not result in a reduction in the amount

or type of insurance coverage.

* Sec. 49. AS 21.33.050 is amended to read:

Sec. 21.38.050. POWERS AND DUTIES OE THE CORPORATION. (a) Tha

corporation sha7.1

(1) in the form approved b y  the director, issue to all 

p h y s i c i a n s , nurses, and-hospitals w h o  are found to be acceptable risks 

under standards developed under (5) of this subsection, and who pay 

the oremiums for it, a contract or contracts indemnifying physic ia ns ^ j
I

nurses, and hospitals a nd their employees who are health care proyid- 
■■■■ ■■■"- * * j

ers against loss bv reason of liability for covered claims for an act !

or omission in the delivery of professional health cate in this s t a t e , ;
I

and agreeing to tender on behalf of the p h y s i c i a n s , n u r s e s . and h o s­

pitals and their employees who are he alth care providers a defense to 

a covered claim in a proceeding brought u nder AS 09.55.530 - 09.55.- 

560; the limits of liability for policies issued bv the corporation 

shall be approved by the director; the contract shall cover the de­

fense against but need not indemnify liability for punitive damages
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arising from a covered claim; at the option of tha corporation, if i 

approved bp- tha director, and for an additional premium the contract 

m a y  cover claims against the physician, nurse, or hospital that arise 

out of professional services performed by the p h y s i c i a n , nurse, or 

hospital for any period before the contract is issued, except that 

coverage will not be provided for a claim already filed or that [OF 

WHICH] the p h y s i c i a n , nurse, or hospital had  or reasonably should have 

had notice at the time the retroactive insurance was purchased;

(2) charge a premium for the protection provided . b y  the 

contracts issued by the corporation w h i c h  shall be determined by the 

board of governors in accordance w i t h  AS 21.88.080 and subject to the 

approval of the director;

(3) comply w i t h  or be subject to AS 21.06.090, 21 .06.120,

2 1 .06.140, 21.06.160, 21.06.250, AS 21 .09.180 - 21.09.200, 21.09.250,

21.09,280, AS 21.12.020(b)-(e), AS 21.13, AS 21.21, AS 21.24 and 

AS 21.36; and shall be exempt from participation as a member insurer 

in the Alaska Insurance Guaranty Corporation;

(4) carry out the obligations of the contracts issued by 

the corporation b y  defending all covered claims made against insured 

health care providers and b y  paying all liabilities t h u C  [WHICH] are 

finally adjudicated against the insured health care provider or that 

[WHICH1 maTT in the opinion of the. corporation reasonable be expected 

to be finally adjudicated against the health care provider to the 

extant of the contract obligation;

(5) establish standards for the acceptability of risks; in 

establishing these standards the corporation may exclude an applicant

' insurance based on individual risk.selection factors, but m a y  not 

iude an applicant based only cn the classification of the apoli- 

c a n t .
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(b) The corporation may

(1) employ or retain persons, individual or corporate, to 

discharge its obligations and pay reasonable compensation for these
I

services; employees of the corporation are not considered state em~ i 

plovees; i
i

( 7 )  negotiate for and procure reinsurance from private j

casualty insurers or reinsurers ^or any and all liabilit" incurred 

contracts issued by it;

(3) provide coverage to insureds for other hasards cust om­

arily included in medical malpractice insurance policies when there is
J

a finding b y  the director that this coverage is not available to 

insureds of the Medical Indemnity Corporation of Alaska in the private 

insurance market at a competitive price;

(4) b o r r o w  or advance funds necessary to carry out the

purposes of the corporation; !

(5) negotiate and become a oarty to those contracts as are
I

necessary to carry out the purposes of the corporation;

(6) sue or be sued in tha name of the corporation;

(7) provide risk management advice and services to hospi-

, 1 1tal3; i

(3) negotiate and become a party to contracts for m a n a g e­

ment services for the corporation; j

(9) perform all other acts necessary and prooer So tarry

out the duties of the corporation; :•• »
i

C^O) in a form approved bv the director and for an addition­

al premi um  determined urder AS 21,33.030, issue endorsements w h i c h  !!

provide indemnity for claims not yet reported which arise out of

professional services rendered during a period of continuous coverage

under the originally issued contract, do p h y s i c i a n s . n u r s e s , a nd j

-29- CSH7? 46(Jud)
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hospitals who oa,T She premium for it and who are tarminatirg their 

original covered claims contract w i t h  the corporation for a period of 

not less than one year;

(11) subject to approval b v  the director, extend coverage 

to a person, entitv, or facilit" that renders health care services ir. 

the state under the supervision of a physician.

* Sec. 50. AS 21.90.900 is amended tc read:

Sec. 21 .90.900. DEFINITIONS FOR  TIT! ,15. In this title, unless 

tha context requires otherwise,

(1) "adjuster11 nean3 a p e r s o n  who, for compensation as an 

independent contractor or as an employee of an independent contractor, 

or f o r  fee or commission, investigates and adjusts claims arising 

u nder insurance contracts on behalf o f  the insurer, but does not 

Include an attorney at law who adjusts insurance losses ^rom time to 

tine incidental to the practice of l a w  or a salaried employee of an 

i n s u r e r ;

(2) "agent" means a pe rson appointed b v  an insurer to

solicit applications for insurance or annuities on its behalf, and if

a uthorised to do so, to effectuate a n d  countersign insurance con­

tracts , except life or disability insurance or a n n u i ti es , and to

collect premiums on insurance or a n n u i t i e s ;

(3) "alien insurer" means an insurer formed under the laws 

of a country other than the Ur.itad States of America, its states, 

districts, territories, and c o mmonwealths;

(4) ((2)] "authorised insurer" naans an insurer authorised 

by a [SUBSISTING] certificate of a ut hority issued b v  the director to 

transact insurance in this stats;

(5) "brokt^" means a v e r s o n  who is not an agent of the 

insurer and who, on behalf of the insured, for compensation as an

C3HB 46(Jud) -30-
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independent contractor b v  commission or fee, solicits, n e g o t i a t e s , or

procures insurance or reinsurance or the renewal or continuance of

insurance or r e i ns ur an ce ; or in an^ m a nn er  aids in tha solicitation, 

negotiation, procurement, renewal, cr continuance o ~ insurance or 

reinsurance, for insureds or prospective insureds not including the 

broker;

(S) [(3)1 "commissioner" means the commissioner of the j 
Department of Commerce and Economic Development;

(7) [(4)1 "court" means superior court;

(3) [(5)1 "director" means the director of the division of

insurance ; '
(9) [(6)] "division" means the division of insurance,

Department of Commerce and Economic Development;

(TO) [(7)1 "domestic insurer" m e a n s  an insurer formed under 

the laws o f  this state;

(71) "firm" means an organization of two or m o r e  licensees 

acting in association w i t h  each other, e it he r  in a partnership, corpo­

ration, o r  otherwise, or an organization in which a 3ingla licensee 

h33 less t h a n  50 percent ownership interest in the organization;

(7 7) ((3)1 "foreign insurer" mear.s an insurer formed under
I

the laws o f  a jurisdiction other than this state and includes a n  alien 

insurer; j
(7.7) "independent adjuster" m ea ns  an adjuster representing !

—................  *■" ■  .......... —•""**—     4 i
j

the interests of the insurer; !

(7 4) [(9)1 "industrial life insurance" means that ^ o m  of

life insurance written under policies w i t h  a face amount of 37,000 or

less, w i t h  the words "industrial policy" i mp rinted on the face as part

of the descriptive matter, and under which premiums are pavable month­

ly or more often;
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n  5) [(10)] "insurance1' means a contract whereby one u n d e r­

takes to indemnify another or pay or provide a specified or determin­

able amount o r  benefit upon determinable contingencies;

(16) [ ( H ) ]  "insurer" includes a p e r s o n  engaged as indemni­

tor, surety, or contractor in the business o f  entering into contracts 

of insurance or of annuity;

(17) [(12)] "person" has the m e a ni ng  given in AS 01.10.060 

and includes an insurer, L l o y d 13, fraternal benefit society, medical 

service or hospital service plan as defined in AS 21,S7 , reciprocal or 

interinsurance exchange, syndicate, and any other legal entitr?- engaged 

in the business of transacting insurance, including agents, brokers, 

and claims adjusters;

(IS) [(13)1 "policy" means the w r i t t e n  contract of or 'writ­

ten agreement for or effecting insurance, b y  w hatever name called, and 

includes a l l  clauses, riders, endorsements and papers attached to it 

and a part of it;

(T9) [(14)] "premium” means the consideration for insurance, 

b y  whatever name called, and b y  whatever m e th od  paid or collected, 

including an assessment, or membership, policy, survey, inspection, 

service o r  similar fee or charge made in consideration for an insur­

ance contract;

(20) "solicitor" means an Individual authorised b^ an agent 

or broker to solicit applications for insurance as a representative of 

the agent or broker and to collect premiums in connection wi th  the 

insurance;

(21) [(15)] "state" means a state. District of Columbia,

territory, commonwealth, or possession of the United States of 

A m er ic a;

(22) [(16)] "transact" with r e s p e c t  to insurance includes 

CSH3 46(Jud) -32-



(A) solicitation, and i nd uc e m e n t ;

(B) preliminary negotiations;

(C) effectuation of a contract of insurance;

(D) transaction of matters subsequent to effectuation 

of the contract of insurance and arising out of it;

(23) [ 0 7 ) 1  "unauthorized insurer'’ means an insurer not

authorised to transact insurance in this state.

- Sec. 51. AS 21.90 is amended b y  adding a n e w  section to read;

Sec. 21.90.910. EXCEPTIONS F RO M  DEFINITIONS. The definitions of

"adjuster,” "agent," "broker," "firm," and "solicitor" in AS 2 1 . 9 0 . 9 0 0  

do not include

O )  individuals employed and used b y  agents for the p e r f o r­

mance of clerical, stenographic, and similar office duties; incidental 

taking of an application for insurance from time to time in the office 

of the employing agent if the e m pl o y e e’s compensation is not contin­

gent upon or related to the volume of applications, insurance, or

p r e m i u m s ;

(2) the attorney-in-fact of a raciprocal insurer, or the 

salaried traveling representative of a reciprocal or mutual insurer 

not compensated on a commission basis.

* Sec. 52. AS 21.03.030, 21.03.040, 21.03.050; AS 21.06.040; AS 21.09.- 

210(c); A3 21 .27.040(b), 21 .27.470, 21.27.4.30, 21 .27.490, 21.*7.500, 27.- 

27.510, 21.27.520; AS 21 .36.12 0 ( b ) , 21.36.210(c), 2 1 ,  27.36.230, 

and 21.36.300 are repealed.

*  Sec. 53. Sections 1 - 2 9  and 31 - 52 of this Act applv to insurance 

policies entered into or renewed on or -after the effective data of secs. 

1 - 29 and 31 - 52 of this Act.

* Sec. 54. Section 30 of thi3 Act takes effect immediately under 

AS 01.10.070(c).
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M E M O R A N D U M

T O :  M e m b e r s  o f  t h e  H o u s e  R u l e s  S u b c o m m i t t e e  o n  H B  4 6

F R O M :  S h a r i  K o c h m a n

D A T E :  A p r i l  2 8 ,  1 9 8 7

R E :  I s s u e s  t o  a d d r e s s  i n  t h e  s u b c o m m i t t e e

Y o u  r e q u e s t e d  t h a t  I  c a p s u l i z e  t h o s e  a r e a s  o f  H B  4 6  t h a t  n e e d  

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

T h e  H o u s e  J u d i c i a r y  C o m m i t t e e  l e f t  t w o  t o p i c s  t o  b e  a d d r e s s e d  

i n  R u l e s :  t h e  t i t l e  o f  t h e  b i l l  a n d  t h e  t r e a t m e n t  o f  b r o k e r

r e b a t e s .

T I T L E : W e  h a v e  a t  l e a s t  t w o  o p t i o n s  o n  t h e  t i t l e ,  o t h e r  t h a n

l e a v i n g  i t  a s  i t  n o w  r e a d s ,  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e , "  

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

a  t o m e .

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

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

u s  a  s i m p l e  t i t l e .

T h e  a l t e r n a t i v e  i s  t o  l i s t  a l l  t h e  t o p i c s  a d d r e s s e d  i n  t h e  

b i l l  ( s o m e  1 4 )  i n  t h e  t i t l e .  T h e  a t t a c h e d  p r o p o s e d  t i t l e  f r o m  

L e g a l  a t t e m p t s  t o  d o  t h a t .

B R O K E R  R E B A T E S :  H B  4 6  w a s  a m e n d e d  i n  H o u s e  J u d i c i a r y

p e r m i t t i n g  b r o k e r s  t o  o f f e r  r e b a t e s  t o  t h e i r  c l i e n t s .  T h i s  i n  

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

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

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

s p e c i f i c a l l y  l i f e ,  a n n u i t y ,  d i s a b i l i t y  a n d  t i t l e  i n s u r a n c e .

T h e  i n t e n t  w a s  t o  e x e m p t  t h o s e  l i n e s  f r o m  t h e  r e b a t e  

p r o v i s i o n .



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

t h i s  b e g i n n i n g  a f t e r  p a g e  2 6  o f  t h e  s e c t i o n  b y  s e c t i o n  

c o m m e n t a r y  o n  t h e  b i l l .

N o t e  t h a t  t h e  D i v i s i o n  h a s  a l s o  o f f e r e d  t w o  a l t e r n a t i v e  

a m e n d m e n t s .

A l t e r n a t i v e  # 2  w o u l d  d e l e t e  t h e  r e b a t e  p r o v i s i o n ,  t h e r e b y  

m a i n t a i n i n g  p r e s e n t  l a w .  T h e  D i v i s i o n  s u p p o r t s  t h i s  o p t i o n .  

A l t e r n a t i v e  # 3  w o u l d  m a i n t a i n  t h e  r e b a t e  p r o v i s i o n  b u t  l i m i t  

i t  t o  p o l i c i e s  w i t h  a  p r e m i u m  i n  e x c e s s  o f  $ 5 0 , 0 0 0 .



C S H B  4 6  ( R u l e s )  i s  a m e n d e d  a s  f o l l o w s :

(1) p  3 1 ,  l i n e s  1 a n d  2 

d e l e t e  A S  2 1 . 0 9 . 2 1 0 ( c )

(2) p  1, l i n e s  9 t h r o u g h  1 2  i n s e r t  t h e  f o l l o w i n g :

S e c t i o n  I. A S  2 1 . 0 9 . 2 1 0 ( c )  i s  a m e n d e d  t o  r e a d :

S e c t i o n  2 1 . 0 9 . 2 1 0 ( c ) .  A  d o m e s t i c  c o m p a n y  w h i c h  h a s  f i l e d  

w i t h  t h e  d i v i s i o n  b y  J u l y  1, 1 9 8 7  f o r  a p p r o v a l  t o  o r g a n i z e  

i s  e x e m p t  f r o m  t a x a t i o n  u n d e r  t h i s  s e c t i o n - u n t i l  J -u-I y  1 , 
1 9 8 9 .  A S  2 1 . 0 9 . 2 1 0 ( c )  i s  r e p e a l e d  e f f e c t i v e  J u l y  1, 1 9 8 9 .

(3) R e n u m b e r  s u b s e q u e n t  s e c t i o n s  a c c o r d i n g l y .
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J O H N  S U N D ,  R E P R E S E N T A T I V E
2 5 0 4  2 n d  A v e n u e  

K e t c h ik a n ,  A l a s k a  9 9 9 0 1  
(9 0 7 )  2 2 5 - 5 5 5 2

W h i le  i n  J u n e a u  
P . O .  B o x  V  

J u n e a u ,  A l a s k a  9 9 8 1 1  
( 9 0 7 )  4 6 5 -4 9 1 9

T O :  H o u s e  J u d i c i a r y  C o m m i t t e e  m e m b e r s

F R O M :  R e p .  J o h n  S u n d

D A T E :  A p r i l  2 2 ,  1 9 8 7

R E :  H B  4 6  s u b c o m m i t t e e  r e p o r t  a n d  p r o p o s e d  a m e n d m e n t s

O n  A p r i l  1 6 ,  t h e  s u b c o m m i t t e e  a d o p t e d  t h r e e  m o r e  a m e n d m e n t s  t o  

H B  4 6  w h i c h  a r e  i n c l u d e d  i n  t h e  4 / 1 7  w o r k  d r a f t .  T h e s e  

a m e n d m e n t s  a r e  e x p l a i n e d  b e l o w .

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

d a t e d  A p r i l  1 5 .  H o w e v e r ,  t h a t  m e m o  w a s  w o r k i n g  o f f  o f  t h e  

4 / 1 5  w o r k  d r a f t ,  s o  t h e  p a g e  a n d  l i n e  r e f e r e n c e s  a r e  

i n c o r r e c t .  F o l l o w i n g  a r e  t h e  l i n e  r e f e r e n c e s  w o r k i n g  o f f  o f  
t h e  4 / 1 7  d r a f t :

A m e n d m e n t  # 1 :  P a g e  1, L i n e s  9 - 1 2 ;

A m e n d m e n t  # 2 A :  P a g e  2 2 ,  L i n e s  1 8 - 2 2 ;

A m e n d m e n t  # 4 :  P a g e  2 0 ,  L i n e s  1 9 - 2 9 ;  P a g e  2 1 ,  L i n e s  1 - 1 1 ;

N o t e :  T h i s  w a s  r e - a m e n d e d  a t  t h e  4 / 1 6  

m e e t i n g  a n d  i s  c i t e d  b e l o w  

A m e n d m e n t  # 5 :  P a g e  1 9 ,  L i n e s  3 - 1 2  a n d  2 0 - 2 8 ;  P a g e  2 0 ,

L i n e  2 7 ;  P a g e  2 1 ,  L i n e  1 7 ;  P a g e  2 3 ,  L i n e s
2 - 7 .

T h e  f o l l o w i n g  a r e  t h e  m o s t  r e c e n t  a m e n d m e n t s  m a d e  o n  4 / 1 6 :

1) S e c t i o n  3 8  -  P a g e  2 0  w a s  a m e n d e d  b y  o f f e r i n g  m o r e  

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

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

t h a t  a  2 0  o r  4 5  d a y  n o t i c e  ( d e p e n d i n g  o n  t h e  t y p e  o f  

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

i n c r e a s e  m o r e  t h a n  1 0  p e r c e n t  u p o n  r e n e w a l  o r  i f  

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

r e q u e s t e d  b y  t h e  i n s u r e d .

2) S e c t i o n  3 9  -  P a g e  2 1 ,  L i n e s  2 2 - 2 5  p r o v i d e s  t h a t  a n  

i n s u r e d  m u s t  h a v e  2 0  o r  4 5  d a y s  n o t i c e  ( d e p e n d i n g  o n  

t h e  t y p e  o f  i n s u r a n c e )  o f  n o n r e n e w a l ,  r e g a r d l e s s  o f  

w h e t h e r  t h e  n o n r e n e w a l  n o t i c e  w a s  s e n t  l e s s  t h a n  2 0  o r  

4 5  d a y s  f r o m  t h e  c a n c e l l a t i o n  d a t e .



3) S e c t i o n  3 7  -  P a g e  2 0 ,  L i n e  1 w a s  r e w r i t t e n  s o  t h a t  t h e  

r e t u r n  o f  u n e a r n e d  p r e m i u m  r e q u i r e m e n t s  p e r t a i n  t o  

p e r s o n a l  l i n e s  a s  w e l l  a s  c o m m e r c i a l  l i n e s .

O T H E R  A M E N D M E N T S / I S S U E S  T O  A D D R E S S :

T h e  c o m m i t t e e  h a s  b e f o r e  i t  t o d a y  s i x  a m e n d m e n t s ,  o n e  o f f e r e d  

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

o f f e r e d  b y  R e p .  T a y l o r  a n d  t h r e e  o f f e r e d  b y  i n s u r e r s .  N o t e  

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

a m e n d m e n t  o f f e r e d  e a r l i e r  b y  A l a s k a  N a t i o n a l  I n s u r a n c e  C o .

A l l  o f  t h e s e  a m e n d m e n t s  a r e  a t t a c h e d .

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

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

b e  s u b j e c t  t o  m o r e  i t e m s  a s  i t  m o v e s  t h r o u g h  t h e  S e n a t e .

F i n a l l y ,  a l s o  a t t a c h e d  t o  t h i s  m e m o  i s  a  c h a r t  s h o w i n g  t h e  

v a r i o u s  t i m e  r e f e r e n c e s  i n  t h e  b i l l .



A M E N D M E N T  #

Offered in the HOUSE By Navarre

TO: CSHB 46(Jud)

P a g e  17, line 26, t h r o u g h  page 18, line 28: 

D e l e t e  all m a t e r i a l

R e n u m b e r  the f o l l o w i n g  b il l sections a c c or di ng ly .

Page 19, line 23:

D e l e t e  "a r e a s o n  d e s c r i b e d  in AS 2 1 . 3 6 . 2 1 5 ( a ) ( 7 )”

Insert " f a i l u r e  or r e f u s a l  of the i n s u r e d  to p r o v i d e  the infor ma ti on  

n e c e s s a r y  to c o n f i r m  e xposure or n e c e s s a r y  to d e t e r m i n e  the p o l i c y  pr emium"

Page 19, lines 26 - 27:.

D e l e t e  "a r e a s o n  d e s c r i b e d  in AS 2 1 . 3 6 . 2 1 5 ( a ) ( 2 )  or (3)"

Insert "(1) c o n v i c t i o n  of the insured of a c ri m e h a v i n g  as one of its 

n e c e s s a r y  elements an act i n c r e a s i n g  a h a z a r d  i n s u r e d  against, or (2) for 

d i s c o v e r y  o f  fraud or m a t e r i a l  m i s r e p r e s e n t a t i o n  m a d e  by the i n s ur ed  or a 

r e p r e s e n t a t i v e  of the insur ed  in o b t a i n i n g  the i n s u r a n c e  or b y  the insured 

in p u r s u i n g  a c la im  u n d e r  the pol ic y "

Page 20, lines 5 - 8:

D e l e t e  all m a t e r i a l  and insert:

"(1) an u n e a r n e d  p r e m i u m  shall be r e t u r n e d  or cr ed it ed
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w i t h i n  30 days a f t e r  n o t i c e  of c a n c e l l a t i o n  is given, if c a nc e ll at io n 

is for

(A) n o n p a y m e n t  of p remium, i n c l u d i n g  n o n p a y m e n t  of 

a d d i t i o n a l  premiums, ca lc u l a t e d  in a c c o r d a n c e  w i t h  the current 

r a ti ng  m a n u a l  of the insurer, j u s t i f i e d  b y  a p h y s i c a l  change in 

the i n s u r e d  property, a ch ange in its o c c u p a n c y  or use, or a 

change in payroll, receipts, values, or o t h e r  e x p o s u r e  units;

(B) c o n v i c t i o n  of the insured of a crime h a v i n g  as one 

of its n e c e s s a r y  e lements an act i n c r e a s i n g  a h a z a r d  insured 

against;

(C) d i s c o v e r y  of f r a u d  or m a t e r i a l  m i s r e p r e s e n t a t i o n  

made b y  the i n s u r e d  or a r e p r e s e n t a t i v e  o f  the i n s u r e d  in o b t a i n­

ing the i n s u r a n c e  or by the i n s u r e d  in p u r s u i n g  a c l a i m  u n d e r  the 

p o l i c y ;

(D) failure or r e fu s al  of the i n s u r e d  to p r ov id e the 

i nf or m a t i o n  n e c e s s a r y  to c o n f i r m  e x p os ur e or n e c e s s a r y  to d e t e r­

mine the p o l i c y  premium; -

(E) a r e a s o n  d e s c r i b e d  in A S  2 1 .36.210(a)(2) ;,r

Page 20, lines 9 - 10:

D e l e t e  "if the p o l i c y  is c anceled for o t h e r  tha n n o n p a y m e n t  of p r e m i u m  

and is subject to a u d i t , "

Page 20, line 13, a f t e r  "cancellation":

I n sert "if the p o l i c y  is subject to a ud it  and is c a n c e l e d  for a r eason 

d e s c r i b e d  in ( 1 ) (A) - (D) of this su bs e c t i o n "
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AMENDMENT TO A M E N D M E N T - / / ! (4/22) By Navarre

Offered in the HOUSE

TO: CSHB 46 (Jud)

Page 2 of amendment, rewrite amendment to Page 20, line 13 to read:

after "cancellation":

Insert "if the policy is subject to audit and is canceled 

for a reason other than those described in (1)(A) - (D) of this subsection"



A M E N D M E N T  

C S  H B  4 6  

O f f e r e d :

# 2  B y  S u n d

( J u d i c i a r y )



r
5-0306Xa
Ford

€

A M E N D M E N T  ^ 3 /
Offered in the HOUSE By Taylor

TO: CSHB 46(Jud)

Page 16, af te r  line 16:

Insert n e w  bill section^ to read:

"* Sec. 32. AS 21.36.100 is a m e n de d  to read:

Sec. 21.35.100. REBATES. E x c e p t  as p r o v i d e d  in (b) of this 

s ect io n and as ot he rw is e e x p r e s s l y  p r o v i d e d  b y  law, a pers on  m a y  not 

k n o w i n g l y  permit or offer to m a k e  or m a k e  a c on tr a c t  o f  life i n s u r­

ance, life annuity or d i s a b i l i t y  insurance, or a g r e e m e n t  u n d e r  the 

contract other than as p l a i n l y  e x p r e s s e d  in the c o n t r ac t issued t h e r e­

on, or pay, allow, give or offer to pay, allow, or give, dir ec tl y  or 

indirectly, as induce me nt  to the insurance, or annuity, a r e ba te  of 

p re mi u m s  payab le  on the contract, or a spec ia l  f av or  or a d v a nt ag e  in
t

the d iv idends or other benefits, or p a i d  e m p l o y m e n t  or co ntract for 

services of any kind, or any v a l u a b l e  c o n s i d e r a t i o n  or inducement 

w h a t e v e r  not s pe cified in the contract; or d i r e c t l y  or indir ec tl y 

give, sell, p urchase or offer to agree to give, sell, purchase, or 

a l l o w  as i nducement to the ins u ra nc e or a n n u i t y  or in c on ne ct io n 

therewith, w h e t h e r  or not to be s p e c i f i e d  in the p o l i c y  or contract, 

an a g r e em e nt  of any form or na ture p r o m i s i n g  returns, profits, stocks, 

bonds, or other securities, or interest p r e s e n t  or conti ng en t therein 

or as m e a s u r e d  thereby, of an i n s u ra nc e c o m p a n y  or o t h e r  corporation, 

association, or partnership, or di vi de nd s or p r of it s accru ed  or to
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accrue thereon; or offer, p r o m i s e  or giv e a n y t h in g of v a l u e  w h i c h  is 

not specified in the contract.

* Sec. 33. AS 21.36.100 is a m e n d e d  by a d d i n g  a n e w  subsect i on  to read:

(b) A n  agent or b r o k e r  m a y  r e b a t e  p a r t  or all of the commi s si on  

due the agent or broker, p r o v i d e d  the r e b a t e  does not alter the amount 

or type of insurance coverage.

* Sec. 34. AS 21.36.110 is a m e n d e d  to read:

Sec. 21.36.110. E X C E P T I O N S  TO D I S C R I M I N A T I O N  A N D  REBATES. 

N o t h i n g  in AS 21.36.090 and 21 . 36 .1 00  m a y  be c o n s t r u e d  as including 

w i t h i n  the d ef in i t i o n  of d i s c r i m i n a t i o n  or rebates any of the f o l l o w­

ing practices:

(1) in the case of a c o n t r a c t  of life in su r an ce  or life 

annuity, p a y i n g  bonuses to p o l i c y h o l d e r s  or o t h e r w i s e  a b a ti ng  their 

p remiums in w h o l e  or in part out of surplus a c c u m u l a t e d  f r o m  n o n p a r­

ticipati ng  insurance, if the bonuses, or a ba t em en t of p r e mi um s are 

fair and eq ui ta b le  to p o l i c y h o l d e r s  and for the be st  in te re st s of the 

i n s u r e r ;

(2) in the case of life i n s u r a n c e  p o l i c i e s  issued on the 

industrial debit, p r e a u t h o r i z e d  check, b a n k  draft, or s i m i la r plans, 

m a k i n g  a ll owance to p o l i c y h o l d e r s  w h o  h a v e  c o n t i n u o u s l y  for a s p e c i­

fied p e r i o d  ma de  p r e m i u m  pay me nt s  d i r e c t l y  to an o f f ic e  o f  the insurer 

or by p r e a u t h o r i z e d  check, b a n k  draft, or simil ar  plan, in an amount 

that [WHICH] fairly represents the s aving in c o l l e c t i o n  expense;

(3) read ju st m en t of the ra te  of p r e m i u m  for a group i n s u r­

ance p o li c y b a s e d  on the loss or e x p e n s e  e x p e r i e n c e  thereunder, at the * 

end of the first or a subsequent p o l i c y  y e a r  of i n s u r an ce  thereunder,
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that [WHICH] m a y  be m a d e  r e t r o a c t i v e  only for that p o li cy  year;

(4) issu a nc e of life or d is ab i l i t y  insurance p o l ic ie s or

a nnuity co nt racts at rates less than the usual rates of p remiums for

the poli ci es  or contracts, or m o d i f i c a t i o n  of p r e m i u m  or rate b a s e d  on 

amount of insurance; but the issuance or m o d i f i c a t i o n  shall not result 

in r e d u c t i o n  in p r e m i u m  or rate in excess of savings in a d m i n is tr at i on  

and issuance expenses r e a s o n a b l y  at tr ib u t a b l e  to the policies or 

contracts; or

(5) a re bate of the c om mi s s i o n  due an agent or broker,

p r o v i d e d  that the rebate does not a lt er  the amount or type of i n s u r­

ance c o v e r a g e .

* Sec. 35. AS 21.36.120(a) is repe al e d and re en a ct ed  to read:

(a) A n  agent cr b r o k e r  m a y  give a rebate on property, casualty, 

or surety insurance, p r o v i d e d  the rebat e results only in a r e d u c t io n 

of the c o m m i s s i o n  due the agent or b r o k e r  and does not reduc e the

amount or type of in su r an ce  coverage."
I !

R en um be r r e m a i n i n g  bill sections accordingly.

Page 25, after line 6:

Insert a n e w  bil l  sec ti o n to read:

"* Sec. 48. AS 21.66.310 is rep ea l ed  and r e e n a c t e d  to read:

Sec. 21.66.310. REBATES. A  title insurer, or agent or solicitor

of a title insu re r m a y  reba te  to the i n s u r e d  a p o r t i o n  of the cost of 

the insurance, p r o v i d e d  the rebate consists of a red uc ti on  in the • 

c o mm is si on  r e c e i v e d  by the title insurer, agent, or solicitor, and
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does n ot r e s u l t  in a r e d u c t i o n  in the am ount or type of insurance 

c o v e r a g e ."

R e n u m b e r  f o l l o w i n g  b il l section accordingly.

Page 25, a f t e r  line 13:

Insert a n e w  bil l  section to read:

"* Sec. 50. AS 21.84.480(b) is r e p e a l e d  and r e e n a c t e d  to read:

(b) A  society, or an agent or s o l i c i t o r  r e p r e s e n t i n g  a society 

m a y  r e b a t e  the p r e m i u m  or part of the premium, p r o v i d e d  the rebate 

c onsists of a r e d u c t i o n  in the c o m m i s s i o n  c h a r g e d  b y  the society, 

agent, or so li ci t or  and does not r e s u l t  in a r e d u c t i o n  in the amount 

or type of ins ur an ce  c o v e r a g e .”

Renu m b e r  r e m a i n i n g  bi ll  sections accordingly.

‘Page 31, line 23, a f te r "AS":

Insert "21 . 3 6 . 1 2 0 ( b ) ,"

Page 31, line 24:

D e l e t e  "48"

Insert "54"

Page 31, line 26:

D el et e "48" %

Insert "54"
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C S  H B  4 6  ( J u d i c i a r y )  ( 4 / 1 7  d r a f t )  

T i m e  P e r i o d s  i n  B i l l

1 0  d a y s

2 0  d a y s

3 0  d a y s

4 5  d a y s

60 days

N o t i c e  o f  c a n c e l l a t i o n  b y  i n s u r e r  

d u e  t o  i n s u r e d ' s  l i c e n s e  s u s p e n s i o n  o r  

r e v o c a t i o n ,  c o n v i c t i o n  o f  a  c r i m e  o r  

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

P a g e  1 9 ,  L i n e s  1 2  a n d  2 9 .

N o t i c e  o f  c a n c e l l a t i o n  b y  i n s u r e r  

d u e  t o  n o n p a y m e n t  o f  p r e m i u m  o r  

w i t h h o l d i n g  o f  i n f o r m a t i o n  n e e d e d  

t o  d e t e r m i n i n e  p r e m i u m .

P a g e  1 9 ,  L i n e  2 5 .

R e t u r n  o f  u n e a r n e d  p r e m i u m  a f t e r  

c a n c e l l a t i o n  i f  c a n c e l l a t i o n  i s  d u e  

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

s u s p e n s i o n  o r  r e v o c a t i o n ,  c o n v i c t i o n  

o f  a  c r i m e ,  f r a u d  o r  m i s r e p r e s e n t a t i o n  o r  

w i t h h o l d i n g  o f  i n f o r m a t i o n .

P a g e  2 0 ,  L i n e  7.

N o t i c e  o f  p o l i c y  o r  c o v e r a g e  c h a n g e  u p o n  

r e n e w a l  o f  a  c o m m e r c i a l  o r  b u s i n e s s  

i n s u r a n c e  p o l i c y .

P a g e  2 1 ,  L i n e  1.

P e r m i s s a b l e  p e r i o d  f o r  c a n c e l l a t i o n  

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

6 0  d a y s  o l d .

P a g e  1 7 ,  L i n e  4.

N o t i c e  o f  p o l i c y  o r  c o v e r a g e  c h a n g e  

u p o n  r e n e w a l  o f  a  p e r s o n a l  l i n e  o f  

i n s u r a n c e .

P a g e  1 9 ,  L i n e  2 5 .

\ \ W '.  “A x is  tJ 1 ^ 6 ^
cR { W L a m -  tt ( Hi IT--

N o t i c e  o f  n o n r e n e w a l  o f  a  

c o m m e r c i a l  o r  b u s i n e s s  

i n s u r a n c e  p o l i c y .

P a g e  2 1 ,  L i n e  1 9 .

N o t i c e  o f  c a n c e l l a t i o n  b y  

i n s u r e r .  N o t e  e x c e p t i o n s  

u n d e r  1 0  d a y s  a n d  2 0  d a y s .  

P a g e  1 9 ,  L i n e s  5 a n d  2 1 .

N o t i c e  o f  n o n r e n e w a l  o f  

p e r s o n a l  l i n e  o f  i n s u r a n  

P a g e  2 1 ,  L i n e  1 8 .





M E M O R A N D U M

F R O M :  T h o m a s  J .  S l a g l e ,  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n

R E :  H B 4 6

D A T E :  A p r i l  2 1 ,  1 9 8 7

TO: Representatives John Sund and Mike Navarre

I h a v e  b e e n  a s k e d  t o  e x p r e s s  s o m e  c o n t i n u i n g  c o n c e r n s  t o  

t h e  H o u s e  J u d i c i a r y  C o m m i t t e e  f r o m  t h e  A m e r i c a n  I n s u r a n c e  A s s o c ­

i a t i o n  r e g a r d i n g  r e c e n t  c h a n g e s  i n  H B 4 6 .

U n d e r  § 3 9  " F a i l u r e  t o  R e n e w " ,  t h e  a d d i t i o n  o f  t h e  

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

T h e  A I A  w o u l d  s t i l l  l i k e  t o  h a v e  t h e  p r o v i s i o n :  " e a r n e d  p r e m i u m  

f o r  a n y  p e r i o d  o f  c o v e r a g e  t h a t  e x t e n d s  b e y o n d  t h e  e x p i r a t i o n  

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

r a t e . "  ( I n s e r t  p a g e  2 1 ,  l i n e  2 6  a f t e r  p o l i c y . ) A s  a  m a t t e r  o f  

p r i n c i p l e ,  t h e  A I A  d o e s  n o t  w a n t  t o  p r o v i d e  c o v e r a g e  w i t h o u t  a n y  

p r e m i u m  r e t u r n .  F r o m  a p r a c t i c a l  v i e w p o i n t ,  t h e  c o l l e c t i o n  o f  

t h e  p r o r a t a  p r e m i u m  w i l l  b e  r a r e ,  e i t h e r  b e c a u s e  t h e  n o n - r e n e w a l  

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

r e l a t i v e l y  s m a l l  p r e m i u m ,  b u t  t h e  A I A  w o u l d  p r e f e r  t o  s e e  t h e  

p r o r a t i o n  l a n g u a g e  i n  t h e  B i l l .

W e  a l s o  h a v e  a c o n c e r n  r e g a r d i n g  § 3 7 ,  § ( C ) ( 2 )  r e ­

g a r d i n g  r e t u r n  o f  p r e m i u m  o n  a n  a u d i t a b l e  p o l i c y .  A s  w r i t t e n ,  

t h e  B i l l  r e q u i r e s  t h a t  t h e  a u d i t  b e  p e r f o r m e d  o r  w a i v e d  b e f o r e  

t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .  T h e  A I A  s u g g e s t s  t h a t  t h e  

i n s u r e r  b e  g i v e n  u p  t o  3 0  d a y s  p o s t  c a n c e l l a t i o n  t o  p e r f o r m  t h e  

a u d i t ,  a n d  3 0  d a y s  p o s t  c a n c e l l a t i o n  t o  r e t u r n  t h e  u n e a r n e d  

p r e m i u m .  ( R e f e r  t o  p a g e  2 0 ,  l i n e s  9 t h r o u g h  1 3 . ) *

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

* A l l  r e f e r e n c e s  r e f e r  t o  t h e  4 / 1 7 / 8 7  w o r k  d r a f t .

c c :  D o n  K o c h ,  D i v i s i o n  o f  I n s u r a n c e

TJS#2:mb:25



T E S T I M O N Y  O F  C A R L  L. A N D E R S O N ,  E X E C U T I V E  V I C E  P R E S I D E N T  

A L A S K A  N A T I O N A L  I N S U R A N C E  C O M P A N Y

I r e p r e s e n t  A l a s k a  N a t i o n a l  I n s u r a n c e  C o m p a n y  w h i c h  i s  t h e  l a r g e s t  

w r i t e r  o f  c o m m e r c i a l  i n s u r a n c e  in  A l a s k a .  W e  d i d  n o t  a t t a i n  t h a t  

s t a t u s  i n  o u r  6 1 / 2  y e a r s  i n  b u s i n e s s  b y  a b u s i n g  t h e  p u b l i c  o r  

e n g a g i n g  i n  p r a c t i c e s  t h a t  S e c t i o n  3 5  o f  H o u s e  B i l l  4 6  is 

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

i n s u r a n c e  n e e d s  o f  t h e  A l a s k a  b u s i n e s s  c o m m u n i t y .  W e  h a v e  a c t e d  

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

t h e  f u t u r e  b e c a u s e  w e  w a n t  t o  r e m a i n  i n  A l a s k a  a n d  h a v e  n o  d e s i r e  

t o  o p e r a t e  o u r  b u s i n e s s  e l s e w h e r e .

I n  f a i r n e s s  t o  o u r  p o l i c y h o l d e r s  a n d  o u r  s t o c k h o l d e r s ,  w e  c a n n o t  

t u r n  o v e r  o u r  u n d e r w r i t i n g  r e s p o n s i b i l i t y  t o  t h e  D i v i s i o n  o f  

I n s u r a n c e .  I f  i t  i s  o u r  f i r m  b e l i e f  t h a t  c o n t i n u a t i o n  o f  a 

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

o f  o u r  c o m p a n y ,  a n d  t h e r e f o r e  a f f e c t  t h e  r e m a i n d e r  o f  o u r  

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

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

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

t i m e  if t h e r e  i s  a c i r c u m s t a n c e  w e  o v e r l o o k e d .

W e  h a v e  n o  d i s a g r e e m e n t  w i t h  a 6 0  d a y  n o t i f i c a t i o n  p e r i o d  f o r  

c a n c e l l a t i o n  w i t h  a  10 d a y  n o t i c e  f o r  r e a s o n s  a p p e a r i n g  i n  S e c t i o n  

2 1 . 3 6 . 2 1 5 ( C )  S u b p a r a g r a p h s  ( 2 ) t h r o u g h  (4) a n d  2 0  d a y s  f o r  

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

A l a s k a  l a w  p r e s e n t l y  r e q u i r e s  20  d a y s  n o t i c e  o f  c a n c e l l a t i o n  f o r  

n o n p a y m e n t  o f  w o r k e r s  c o m p e n s a t i o n  s o  t h i s  p r o v i s i o n  o n l y  e x t e n d s  

t h e  r e q u i r e m e n t  t o  o t h e r  l i n e s .

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

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

p o l i c y .  W e  d o  n o t  t a k e  a c a n c e l l a t i o n  l i g h t l y  b u t  w h e n  w e  f e e l  i t  

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

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

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

W e  a r e  o f f e r i n g  a n  a m e n d m e n t  t o  S e c t i o n s  3 5  a n d  3 7  w i t h  a m i n o r  

m o d i f i c a t i o n  o f  S e c t i o n s  3 6  a n d  4 0 .  T h i s  a m e n d m e n t  a d e q u a t e l y  

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

s u f f i c i e n t  a d v a n c e  n o t i c e  o f  c a n c e l l a t i o n  o r  n o n r e n e w a l  a n d  

r e a s o n a b l e  r e q u i r e m e n t s  o n  r e t u r n  o f  u n e a r n e d  p r e m i u m .  It 

s t r e n g t h e n s  t h e  D i v i s i o n  o f  I n s u r a n c e ' s  c o n t r o l  o f  c a n c e l l a t i o n s  

a n d  n o n r e n e w a l s  b u t  it l e a v e s  b u s i n e s s  d e c i s i o n s  w h e r e  b u s i n e s s  

d e c i s i o n s  s h o u l d  b e  m a d e .

I h a v e  a d d r e s s e d  t h e s e  c h a n g e s  o n l y  a s  t h e y  a f f e c t  m y  c o m p a n y .

T h e y  a l s o  a f f e c t  t h e  D i v i s i o n  o f  I n s u r a n c e :

1. D i v i s i o n  p e r s o n n e l  a r e  n o t  t r a i n e d  u n d e r w r i t e r s  a n d  a r e  

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

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

u n d e r w r i t i n g  d e c i s i o n s .



2 .  A l l  c o r r e s p o n d e n c e  w i t h  t h e  D i v i s i o n  o f  I n s u r a n c e  
b e c o m e s  p u b l i c  r e c o r d  i n f o r m a t i o n .  T h e r e  a r e  t i m e s  when  
I and my i n s u r e d  (who may be  y o u r  c o n s t i t u e n t )  and t h e
D i v i s i o n  o f  I n s u r a n c e  w o u l d  n o t  w a n t  my u n d e r w r i t i n g
d e c i s i o n  t o  be p u b l i c  r e c o r d .

3 .  The amendment  r e d u c e s  t h e  p a p e r  f l o w  a t  t h e  D i v i s i o n  o f
I n s u r a n c e .  T h i s  h e l p s  a l l  o f  u s .

T h i s  amendment  a l s o  a f f e c t s  o t h e r  i n s u r a n c e  c o m p a n i e s :

1 .  The n o n a d m i t t e d  m a r k e t  w o u l d  e i t h e r  i g n o r e  t h e  p r e s e n t  
r e a s o n s  f o r  c a n c e l l a t i o n  ( w h i c h  w o u l d  s u b j e c t  t h e  
a d m i t t e d  m a r k e t  t o  u n f a i r  c o m p e t i t i o n )  o r  t h e y  w o u l d  
c u r t a i l  t h e i r  w r i t i n g s  w h i c h  w o u l d  a d v e r s e l y  a f f e c t  t h e  
A l a s k a  p o l i c y h o l d e r s  and p l a c e  s u b s t a n t i a l  f i n a n c i a l  
p r e s s u r e s  on t h e  a d m i t t e d  m a r k e t  f o r  w h i c h  t h e  a d m i t t e d  
m a r k e t  i s  n o t  p r e p a r e d .

2 .  M a r k e t s  t h a t  a r e  a d m i t t e d  i n  A l a s k a  b u t  n o t  w r i t i n g
b u s i n e s s  a t  t h i s  t i m e  w i l l  c o n t i n u e  t o  be n o n­
p a r t i c i p a n t s  i n  t h e  A l a s k a  i n s u r a n c e  m a r k e t .

3 .  A d m i t t e d  m a r k e t s  p r e s e n t l y  w r i t i n g  i n  A l a s k a  c o u l d
s u b s t a n t i a l l y  c u r t a i l  t h e i r  w r i t i n g s  and g o  e l s e w h e r e .  
A l a s k a  N a t i o n a l  h a s  n o w h e r e  e l s e  t o  g o .

4 .  Some a d m i t t e d  m a r k e t s  may c h o o s e  t o  i g n o r e  t h e  s t a t u t o r y
r e q u i r e m e n t s  f o r  c o m m e r c i a l  c a n c e l l a t i o n .  E n f o r c e m e n t  
w o u l d  be c u mb e r s ome  and w o u l d  p r o b a b l y  f u r t h e r  e l i m i n a t e  
a d m i t t e d  c a r r i e r s  t h a t  s p e c i a l i z e  i n  t o u g h  c l a s s e s .

I w o u l d  a l s o  l i k e  t o  a d d r e s s  S e c t i o n  2 1 . 3 6 . 2 5 5  Premium R e f u n d .  
Y e s t e r d a y  A l a s k a  N a t i o n a l  i n t r o d u c e d  a s u b s t i t u t e  w o r d i n g  f o r  
s u b p a r a g r a p h  ( a )  o f  t h i s  s e c t i o n .  The s u b c o m m i t t e e  v o t e d  t o  u s e  
t h e i r  own s u b s t i t u t e  w o r d i n g .  We a s k  t h a t  o u r  w o r d i n g  be  
r e c o n s i d e r e d .

1 .  I t  w o u l d  c o r r e c t  t h e  p r o b l e m  w i t h  s h o r t  r a t e  p e n a l t i e s  
on w o r k e r s  c o m p e n s a t i o n  i n s u r a n c e .

2 .  I t  w o u l d  l e a v e  u n t o u c h e d  t h e  s t a n d a r d  pr o g r a m t h a t  h as  
b e e n  i n  e f f e c t  f o r  many y e a r s  f o r  o t h e r  l i n e s .  A 
p r o g r a m  t h a t :

a)  i s  u s e d  i n  49 o t h e r  s t a t e s ;

b)  h a s  n o t  b e e n  a s u b j e c t  o f  i n s u r a n c e  c o n s u m e r  
c o m p l a i n t s ;

c )  h a s  n o t  b e e n  a s o u r c e  o f  e n r i c h m e n t  t o  i n s u r a n c e  
c o m p a n i e s ;

d )  and h a s  p r o v i d e d  s t a b i l i t y  i n  t h e  i n s u r a n c e  
m a r k e t p l a c e .

I t  i s  n o t  b r o k e n  s o  i t  s h o u l d  n o t  be  f i x e d .



iA

■JL
A M E N D M E N T  B y  A l a s k a  N a t i o n a l  I n s u r a n c e ?

* C o m p a n y

Z.7
P a g e  l 7 f s t a r t i n g  a t  l i n e  2=7

35"
R e w r i t e  S e c t i o n  “23? t o  r e a d

S e c .  5 1 . 3 6 . 5 1 5 . -  C A N C E L L A T I O N  O F  B U S I N E S S  O R  C O M M E R C I A L  I N S U R A N C E  

F O L I C I E S .  ( a )  A n  i n s u r e r  r n a y  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  . - N i c y  

o f  b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e ?  f o r :

( 1 )  n o n p a y m e n t  o f  p r e m i u m *  o r  f a i l u r e  o r  r e f u s a l  o f  t h e  

i n s u r e d  t o  p r o v i d e  t h e  i n f o r m a t i o n  n e c e s s a r y  t o  c o n f i r m  e x p o s u r e  o r  

n e c e s s a r y  t o  d e t e r m i n e  t h e  p o l i c y  p r e m i u m *  p r o v i d e d  a t  l e a s t  5 0  d a y s  

n o t i c e  i s  g i v e n  i n  a c c o r d a n c e  w i t h  A S  5 1 . 3 6 . 5 6 0 *

( 5 )  c o n v i c t i o n  o f  t h e  i n s u r e d  o f  a  c r i m e  h a v i n g  a s  o n e  o f  

i t s  n e c e c .  y  e l e m e n t s  a n  a c t  i n c r e a s i n g  a  h a z a r d  i n s u r e d  a g a i n s t ,  

p r o v i d e d  a t  l e a s t  1 0  d a y s  n o t i c e  i s  g i v e n  i n  a c c o r d a n c e  w i t h  

A S  5 1 . 3 6 . 5 6 0 ;

( 3 )  d i s c o v e r y  o f  f r a u d  n r  m a t e r i a l  m i s r e p r e s e n t a t i o n  m a d e  

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

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

p r o v i d e d  a t  l e a s t  1 0  d a y s  n o t i c e  i s  g i v e n  i n  a c c o r d a n c e  w i t h

A S  5 1 . 3 6 . 5 6 0 * -

( 4 )  d i s c o v e r y  o f  a  g r o s s l y  n e g l i g e n t  a c t  o r  o m m i s s i o n  b y  

t h e  i n s u r e d  t h a t  s u b s t a n t i a l l y  i n c r e a s e s  t h e  h a z a r d s  i n s u r e d  a g a i n s t *  

p r o v i d e d  a t  l e a s t  1 0  d a y s  n o t i c e  i s  g i v e n  i n  a c c o r d a n c e  w i t h

A S  5 1 . 3 6 . 5 6 0  * o r ,

( 5 )  f o r  a  r e a s o n  n o t  s t a t e d  i n  ( J .  > - ( * 1 )  o f  t h i s  s u b s e c t i o n ,  

p r o v i d e d  a t  l e a s t  6 0  d a y s  n o t i c e  i s  g i v e n  i n  a c c o r d a n c e  w i t h

A S  5 1 . 3 6 . 5 6 0 .

( b >  A n  i n s u r e r  t h a t  e x o r c i s e s  i t s  r i g h t  t o  c a n c e l  a  p o l i c y  o f  

b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  m u s t  m a i l  o r  d e l i v e r  a  w r i t t e n  n o t i c e  

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

r e c o r d  i n  a c c o r d a n c e  w i t h  A S  5 1 . 3 6 . 5 6 0 .

( c )  I f  a n  i n s u r e r  c a n c e l s  a  p o l i c y  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  i t  

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

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

b e f o r e  t h e  e f f e c t i v e  d ^ i t e  o f  c a n c e l l a t i o n * e x c e p t  t h a t  i f  c a n c e l l a t i o n  

i s  f o r  r e a s o n s  s t a t e d  i n  ( a ) C 1 ) - ( a > ( 4 )  o f  t h i s  s e c t i o n *  a n y  u n e a r n e d  

p r e m i u m  s h a l l  b e  r e t u r n e d  o r  c r e d i t e d  w i t h i n  3 0  d a y s  a f t e r  t h e  

e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .

( d )  T h e  d i v i s i o n  m a y  r e q u i r e  a n  i n s u r e r  t o  p e r f o r m  a n  a u d i t  t h a t  

t h e  i n s u r e r  h a s  e l e c t e d  t o  w a i v e .

( e >  A  n o t i c e  o f  c a n c e l l a t i o n  o f  i n s u r a n c e  r e q u i r e d  t o  b e  g i v e n  

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

t h e  r e a s o n  f o r  t h e  c a n c e l l a t i o n .

I

P a g e  2 T ,  L i n e  E E *

R e t  i  t  J e  S e c .  5 : L .  3 6 . .  5 5 0  t o  r e a d :
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R e w r i t e  S e c t i o n  5 2  t o  r e a d

( b )  A n  i n s u r e r -  t h a t  e x e r c i s e s  i t s  r i g h t  t o  c a n c e l  a  p o l i c y  o f  

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

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

i n  a c c o r d a n c e  w i t h  A S  S3. . 3 6 . 2 6 0 .

( c >  I f  a n  i n s u r e r  c a n c e l s  a  p o l i c y  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  i t  

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

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

b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l o t i o n , e x c e p t  t h a t  i f  c a n c e l l a t i o n  

i s  f o r  r e a s o n s  s t a t e d  i n  A S  21. . 3 6 . 2 1 0 ( a )  ( 2 )  o r  ( f ) ( 2 )  o r  ( 3 ) ,  a n y  

u n e a r n e d  p r e m i u m  s h a l l  b e  r e t u r n e d  o r  c r e d i t e d  m i t h i n  3 0  d a y s  a f t e r  

t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .

( d )  A  n o t i c e  o f  c a n c e l l a t i o n  o f  i n s u r a n c e  r e q u i r e d  t o  b e  g i v e n  

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

t h e  r e a s o n  f o r  t h e  c a n c e l l a t i o n .

P a g e  2 1 ,  L i n e

F o l  l o w i n g  t h e  w a r d  " b y "  i n s e r t , .  " A S  2 3 - 3 6 . 2 1 5 "
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C S  f o r  H B  4 6  ( J u d i c i a r y )

4 / 1 5  d r a f t

E X P L A N A T I O N  O F  A M E N D M E N T  # 2  ( p r o p o s e d  b y  A l a s k a  N a t i o n a l

I n s u r a n c e  C o . )

P r e p a r e d  b y  R e p .  J o h n  S u n d ' s  o f f i c e  A p r i l  1 6 ,  1 9 8 7 .

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

c o m m e r c i a l  i n s u r a n c e  a n d  c h a n g e s  s e c t i o n  3 5  o f  t h e  b i l l  t o  

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

b i l l .  S p e c i f i c a l l y ,  t h e  a m e n d m e n t :

1 )  S p e c i f i e s  t h e  f o l l o w i n g  r e a s o n s  f o r  c a n c e l l a t i o n :

a )  n o n p a y m e n t  o f  p r e m i u m ;

b )  f a i l u r e  o f  i n s u r e d  t o  p r o v i d e  i n f o r m a t i o n  n e e d e d  t o  

d e t e r m i n e  p o l i c y  p r e m i u m ;

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

t h e  h a z a r d ;

d )  f r a u d  o r  m i s r e p r e s e n t a t i o n  b y  i n s u r e d ;

e )  g r o s s l y  n e g l i g e n t  a c t  b y  i n s u r e d ;

2 )  O p e n s  u p  c a n c e l l a t i o n  f o r  a n y  o t h e r  r e a s o n  t o  t h e  

d i s c r e t i o n  o f  t h e  i n s u r e r  p r o v i d e d  6 0  d a y s  n o t i c e  i s  

g i v e n .  T h i s  d e l e t e s  ( b )  o n  p a g e  1 8 ,  l i n e  2 2 ,  w h i c h  

r e q u i r e s  t h e  d i v i s i o n ' s  a p p r o v a l  o f  c a n c e l l a t i o n  f o r  

o t h e r  r e a s o n s .

N o t e  a l s o  t h a t  t h e  a b o v e  r e a s o n s  f o r  c a n c e l l a t i o n  w e r e  a l r e a d y  

i n  t h e  b i l l ,  b u t  r e a s o n s  5  a n d  6 o n  p a g e  1 8  o f  t h e  b i l l  —  

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

i n  t h e  o p e r a t i o n s .

3 )  C h a n g e s  t h e  t i m e  r e q u i r e m e n t s  f o r  c a n c e l l a t i o n  n o t i c e .  

D i s c o v e r y  o f  a  g r o s s l y  n e g l i g e n t  a c t  t h a t  i n c r e a s e s  t h e  

h a z a r d  o f  t h e  i n s u r e d  r e q u i r e s  a  6 0  d a y  n o t i c e  o f  

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

t h a t  t o  1 0  d a y s .

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

s e c t i o n  3 5 ,  b u t  i n  t h e  p r e s e n t  b i l l  t h e  p e r i o d s  a r e  i n  s e c t i o n  

3 7 .

4 )  C h a n g e s  t h e  r e q u i r e m e n t  n o w  i n  t h e  b i l l  f o r  i n s u r e r s  

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

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

e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .  T h e  a m e n d m e n t  s t a t e s  

t h a t  f o r  t h e  r e a s o n s  c i t e d  a b o v e ,  t h e  i n s u r e r  m u s t  r e t u r n  

u n e a r n e d  p r e m i u m  w i t h i n  3 0  d a y s  a f t e r  t h e  c a n c e l l a t i o n  

d a t e .  F o r  o t h e r  r e a s o n s ,  i t  m u s t  b e  r e t u r n e d  b e f o r e  t h e  

c a n c e l l a t i o n  d a t e .  N o t e  t h a t  t h i s  a c t u a l l y  s h o r t e n s  t h e  

r e q u i r e m e n t  f o r  n o n p a y m e n t  o f  p r e m i u m .  T h e  b i l l  n o w  

s t a t e s  4 5  d a y s  a f t e r  t h e  c a n c e l l a t i o n  d a t e  a n d  t h e  

a m e n d m e n t  c h a n g e s  t h a t  t o  3 0  d a y s .



C S  f o r  H B  4 6  ( J u d i c i a r y )

4 / 1 5  d r a f t

E X P L A N A T I O N  O F  A M E N D M E N T  # 3  ( p r o p o s e d  b y  A l a s k a  N a t i o n a l

I n s u r a n c e  C o . )

P r e p a r e d  b y  R e p .  J o h n  S u n d ' s  o f f i c e  A p r i l  1 6 ,  1 9 8 7 .

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

p o l i c i e s  a n d  c h a n g e s  s e c t i o n  3 7  o f  t h e  b i l l .  S p e c i f i c a l l y ,  

t h e  a m e n d m e n t :

1 )  C h a n g e s  t h e  r e q u i r e m e n t  n o w  i n  t h e  b i l l  f o r  i n s u r e r s  

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

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

d a t e .  T h e  a m e n d m e n t  s t a t e s  t h a t  i f  t h e  r e a s o n  f o r  

c a n c e l l a t i o n  i s  f o r  d r i v e r ' s  l i c e n s e  s u s p e n s i o n  o r •r e v o c a t i o n ,  

c o n v i c t i o n  o f  a  c r i m e  o r  f r a u d  o r  m i s r e p r e s e n t a t i o n ,  t h e  

i n s u r e r  h a s  u n t i l  3 0  d a y s  a f t e r  c a n c e l l a t i o n  t o  r e t u r n  

p r e m i u m .  N o t e :  T h e  w a y  t h i s  a m e n d m e n t  i s  w r i t t e n  i t  d e l e t e s

t h e  4 5  d a y  a f t e r  c a n c e l l a t i o n  f o r  r e t u r n  o f  u n e a r n e d  p r e m i u m  

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



AS 2 1 . 3 6 . 2 3 5  N o t i c e  o f  R e n e w a l

E x c e p t  a s  p r o v i d e d  i n  AS 2 1 . 3 6 . 4 2 0 ,  w r i t t e n  n o t i c e  m u s t  be  
p r o v i d e d  t o  t h e  i n s u r e d  a t  t h e  l a s t  known a d d r e s s  and t o  t h e  a g e n t  
o r  b r o k e r  o f  r e c o r d  a t  l e a s t  20 d a y s  f o r  a p e r s o n a l  i n s u r a n c e  
p o l i c y  and a t  l e a s t  45 d a y s  f o r  a b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  
p o l i c y  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  p o l i c y  o r  o f  t h e  
a n n i v e r s a r y  d a t e  o f  a p o l i c y  w r i t t e n  f o r  a t e r m  l o n g e r  t h a n  o n e  
y e a r  o r  w i t h  no  f i x e d  e x p i r a t i o n  d a t e  i f

( 1 )  t h e  r e n e w a l  p remi u m i s  t o  be  i n c r e a s e d  mo r e  t h a n  10% f o r  
r e a s o n s  o t h e r  t h a n  an i n c r e a s e  i n  c o v e r a g e  o r  an i n c r e a s e  i n  
e x p o s u r e  b a s e

( 2 )  t h e r e  i s  t o  b e  a n y  m a t e r i a l  r e s t r i c t i o n  o r  r e d u c t i o n  i n  
c o v e r a g e  a t  r e n e w a l  n o t  s p e c i f i c a l l y  r e q u e s t e d  by  t h e  
i n s u r e d .

I f  t h e  i n s u r e r  f a i l s  t o  p r o v i d e  n o t i c e  a s  r e q u i r e d  i n  t h i s  
s e c t i o n ,  c o v e r a g e  w i l l  c o n t i n u e  u n t i l  20 d a y s  f o r  a p e r s o n a l  
i n s u r a n c e  p o l i c y  and 45 d a y s  f o r  a b u s i n e s s  o r  c o m m e r c i a l  
i n s u r a n c e  p o l i c y  a f t e r  t h e  n o t i c e  i s  m a i l e d .

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



A M E N D M E N T  # 3  B y  S u n d

P a g e  2 0 ,  L i n e  2 8 :

I n s e r t  b e f o r e  " T h i s  s e c t i o n  d o e s  n o t  a p p l y : 11

C o v e r a g e  s h a l l  r e m a i n  i n  e f f e c t  2 0  d a y s  f o r  a  

p e r s o n a l  i n s u r a n c e  p o l i c y  a n d  4 5  d a y s  f o r  a  b u s i n e s s  o r

c o m m e r c i a l  i n s u r a n c e  p o l i c y  f r o m  t h e  d a t e  t h e  n o t i n g  n f  _
n o n r e n g s i a J — i s — m a i l e d , ,  p r e m i x n T r ^ s t t a l l r ^ e  e a r n e d  o r ^ h a r g e d

r " a n y  p e r i o d  o f  c o v e r a g e  t l ^ t ^ x t e n d s  T b e y o n 3 “ ^ j i e ^ e x p i r a t i o n  

d a t e  o f  j t h e .  p o l i c y i ^ r  o f  a n n i v e r s a r y  d a t e ^ z r f  a  p o l i c y  

w r i t t e n '  f o r  \ a r t e n i u l © n g ' e ' r  t h a n  o n e  y e a r  q j > w l t h  n o  f i x e d  

p i r a p i g n - ^ d a t e . -------------------- ------------------------------



P a g e  2 0 ,  L i n e  1 :

D e l e t e :  [ ( b )  o f ]

E x p l a n a t i o n :  T h i s  a m e n d m e n t  f i x e s  a n  o v e r s i g h t  i n  d r a f t i n g .

T h e  w a y  i t  i s  n o w  w r i t t e n ,  t h e  p r o v i s i o n  t o  r e t u r n  u n e a r n e d  

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

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

a m e n d m e n t  w o u l d  m a k e  i t  a p p l y  t o  a l l .



P R O P O S E D  A M E N D M E N T  T O  H B  4 6

B y  S u n d

P a g e  1 7 ,  l i n e  3 :

D e l e t e  l i n e s  3 - 1 2 .

( N o t e  o n  a m e n d m e n t :  T h e s e  i t e m s  a r e  a l r e a d y  c o v e r e d  t h r o u g h

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

i n s u r a n c e  a n d  c o m m e r c i a l  a n d  b u s i n e s s  l i n e s .  I t  i s  

r e d u n d a n t  t o  l i s t  t h e m  h e r e . )



JOHN SUND, REPRESENTATIVE
2504 2nd Avenue 

Ketchikan, Alaska 99901 
(907) 225-5552

While in Juneau 
P. O. Box V 

Juneau, Alaska 99811 
(907) 465-4919

T O :  H o u s e  J u d i c i a r y  C o m m i t t e e  m e m b e r s

F R O M :  R e p .  J o h n  S u n d

D A T E :  A p r i l  1 5 ,  1 9 8 7

R E :  H B  4 6  s u b c o m m i t t e e  r e p o r t

T h e  H o u s e  J u d i c i a r y  S u b c o m m i t t e e  f o r  H B  4 6  a d o p t e d  f o u r  

a m e n d m e n t s .  T h e y  a r e  a t t a c h e d  a n d  e x p l a i n e d  b e l o w .  F o l l o w i n g  

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

a m e n d m e n t s  a n d  i s s u e s  w e  h a v e  y e t  t o  a d d r e s s .

A M E N D M E N T  # 1 :  D e l e t e s  f r o m  s t a t u t e  t h e  f i v e - y e a r  p r e m i u m  t a x

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

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

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

e x e m p t i o n .  I t  i s  q u e s t i o n a b l e  w h e t h e r  t h i s  s t a t u t e  e v e r  

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

s t a t e ,  w h i c h  i s  w h a t  i t  w a s  i n t e n d e d  t o  d o .

L o c a t i o n  i n  b i l l :  ( 4 / 1 5  d r a f t )  P a g e  1 ,  L i n e s  9 - 1 2 .  T h i s  w i l l

c r e a t e  a  n e w  s e c t i o n  1  i n  t h e  b i l l  a n d  a l l  s u b s e q u e n t  

s e c t i o n s  w i l l  b e  r e n u m b e r e d .

A M E N D M E N T  # 2 A :  A l l o w s  i n s u r e r s  t o  c h a r g e  a  c a n c e l l a t i o n  f e e  

f o r  i n s u r e d s  w h o  c a n c e l  m i d - t e r m .  T h e  f e e  m a y  n o r  e x c e e d  5  

p e r c e n t  o f  u n e a r n e d  p r e m i u m  o r  $ 1 , 0 0 0 ,  w h i c h e v e r  i s  l e s s .  

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

p o l i c y  m i d - t e r m .  I n  t h o s e  c a s e s ,  t h e  i n s u r e r  m u s t  r e t u r n  

a l l  u n e a r n e d  p r e m i u m .  T h e  D i v i s i o n  o f  I n s u r a n c e  w a s  

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

b r o k e r s  c o u l d  r a i d  i n s u r e r s '  b o o k s  b y  o f f e r i n g  l o w e r  

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

s h e e t .

L o c a t i o n  i n  b i l l :  ( 4 / 1 5  d r a f t ) :  P a g e  2 1 ,  L i n e s  2 5 - 2 9  a n d

P a g e  2 2 ,  L i n e s  1 - 4 .



A M E N D M E N T  # 4 :  R e q u i r e s  a n  a d v a n c e  n o t i c e  o f  p r e m i u m  i n c r e a s e

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

T h e  n o t i c e  f o r  p e r s o n a l  l i n e s  w o u l d  b e  2 0  d a y s ;  c o m m e r c i a l  

a n d  b u s i n e s s  l i n e s  w o u l d  b e  4 5  d a y s .  T h o s e  a r e  t h e  s a m e  

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

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

r e q u i r e  o n l y  a  1 5 - d a y  n o t i c e  o f  p r e m i u m  a n d  p o l i c y  c h a n g e s .  

T h a t  i s  a l r e a d y  i n  s t a t u t e .

L o c a t i o n  i n  b i l l :  ( 4 / 1 5  d r a f t ) :  P a g e  2 0 ,  L i n e s  1 9 - 2 5 .  T h i s

c r e a t e s  a  n e w  s e c t i o n  A S  2 1 . 3 6 . 2 3 5  t i t l e d  N O T I C E  O F  

R E N E W A L .

A M E N D M E N T  # 5 :  A t t e m p t s  t o  f i n a l l y  s e t t l e  t h e  d e b a t e  o v e r  h o w

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

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

b i l l )  a r e  r e w r i t t e n  t o  r e a d  " i n  a c c o r d a n c e  w i t h  A S  

2 1 . 3 6 . 2 6 0 .  T h a t  s t a t u t e  i s  i n  p r e s e n t  l a w  a n d  i s  t i t l e d  

P R O O F  O F  M A I L I N G .  W e  h a v e  r e w r i t t e n  t h a t  s t a t u t e  t o  d e f i n e  

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

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

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

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

a d d r e s s  b y  f i r s t  c l a s s  m a i l .

L o c a t i o n  i n  b i l l :  ( 4 / 1 5  d r a f t )  P a g e  1 9 ,  L i n e s  3 - 1 2  a n d  2 0 - 2 8 ;

P a g e  2 0 ,  L i n e  2 3 ;  P a g e  2 1 ,  L i n e s  1 - 2 ;  P a g e  2 2 ,  L i n e s  1 2 - 1 8 .

O T H E R  I S S U E S  T O  A D D R E S S :

A m e n d m e n t  # 3 :  T h e r e  w a s  d i s c u s s i o n  o f  d e l e t i n g  t h e  s e c o n d

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

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

p r o  r a t a  b a s i s  u s i n g  t h e  p r i o r  y e a r ' s  p r e m i u m .

A m e n d m e n t  # 6 :  H a s  n o t  b e e n  i n t r o d u c e d .

C o m m i s s i o n  r e b a t e s :  R e p .  T a y l o r  h a s  p r o p o s e d  p e r m i t t i n g

b r o k e r s  t o  o f f e r  r e b a t e s  t o  c l i e n t s .  T h i s  h a s  t h e  e f f e c t  o f  

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



A M E N D M E N T  # 1  (Adopted) B y  N a v a r r e

P a g e  1 ,  L i n e  9 :

A d d  a  n e w  s e c t i o n  1  t o  r e a d :

A S  2 1 . 0 9 . 2 1 0 ( c )  i s  a m e n d e d  t o  r e a d :

( c )  A  d o m e s t i c  c o m p a n y  o r g a n i z e d  b e f o r e  J u l y  1 ,  1 9 8 7 ,  

i s  e x e m p t  f r o m  t a x a t i o n  u n d e r “ t h i s  s e c t i o n  f o r  a  p e r i o d  6 1 —  

f i v e  y e a r s  f r o m  t h e  d a t e  o f  i t s  o r g a n i z a t i o n .

R e n u m b e r  s e c t i o n s  a c c o r d i n g l y .



A M E N D M E N T  # 2  B y  S u n d  ( a s  a l t e r n a t i v e  t o  A l a s k a

N a t i o n a l  I n s u r a n c e  C o . )

(Adopted)

P a g e  2 1 ,  L i n e s  1 6 - 2 3

R e w r i t e  A S  2 1 . 3 6 . 2 5 5 ( a )  a s  f o l l o w s :

( a )  I f  a n  i n s u r a n c e  p o l i c y  i s  c a n c e l e d ,  r e j e c t e d ,  o r  

r e s c i n d e d  b y  t h e

( 1 )  i n s u r e r ,  t h e  i n s u r e r  s h a l l  r e t u r n  a n y  u n e a r n e d  

p r e m i u m  p a i d  t o  t h e  i n s u r e d  o r  p r e m i u m  f i n a n c e  c o m p a n y ;  o r ,

( 2 )  i n s u r e d ,  t h e  i n s u r e r  s h a l l  r e t u r n  a n y  u n e a r n e d  

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

c a n c e l l a t i o n  c h a r g e  c l e a r l y  s h o w n  i n  t h e  p o l i c y ,  n o t  t o  e x c e e d  

5  p e r c e n t  o f  t h e  u n e a r n e d  p r e m i u m  o r  $ 1 , 0 0 0 ,  w h i c h e v e r  i s  

l e s s .

E x p l a n a t i o n  ( B y  D i v i s i o n  o f  I n s u r a n c e ) :

D u r i n g  t h e  p a s t  w e e k ,  a n  i n s u r e r  n o t e d  a  c o n c e r n  w h i c h  w e  f e e l  

m a y  b e  l e g i t i m a t e .  A n  i n s u r e r  i s  n o t  g e n e r a l l y  g o i n g  t o  g e t  

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

i n  c a n c e l l a t i o n s  b y  a n  i n s u r e d .  H o w e v e r ,  t h e  e x i s t e n c e  o f  t h e  

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

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

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

a n o t h e r  b r o k e r  o r  a n  i n s u r e r  a n d  c a u s e  a ' c o n s i d e r a b l e  

f i n a n c i a l  d i s t r e s s .  T h i s  c o u l d  b e  l i . . e n e d  t o  a  r u n  o n  t h e  

b a n k .

T h i s  e v e n t u a l l i t y  w a s  n o t  c o n s i d e r e d  w h e n  t h i s  S e c t i o n  w a s  

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

m a k i n g  i n  t h i s  a r e a .  W e b e l i e v e  t h a t  w e  m u s t  b a c k  u p  a  b i t  o n  

t h i s  i s s u e ,  b u t  w e  d o  s t i l l  w a n t  t o  e l i m i n a t e  t h e  a b u s e s .



A M E N D M E N T  # 3 B y  S u n d

P a g e  2 0 ,  L i n e  2 8 :

I n s e r t  b e f o r e  " T h i s  s e c t i o n  d o e s  n o t  a p p l y : "

C o v e r a g e  s h a l l  r e m a i n  i n  e f f e c t  2 0  d a y s  f o r  a  

p e r s o n a l  i n s u r a n c e  p o l i c y  a n d  4 5  d a y s  f o r  a  b u s i n e s s  o r  

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

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

f o r  a n y  p e r i o d  o f  c o v e r a g e  t h a t  e x t e n d s  b e y o n d  t h e  e x p i r a t i o n  

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

w r i t t e n  f o r  a  t e r m  l o n g e r  t h a n  o n e  y e a r  o r  w i t h  n o  f i x e d  

e x p i r a t i o n  d a t e .



(Adopted)

A M E N D M E N T  # 4 B y  S u n d

P a g e  2 0 ,  L i n e  1 8 :

A d d  a  n e w  s e c t i o n  t o  r e a d :

A S  2 1 . 3 6 . 2 3 5 .  N O T I C E  O F  R E N E W A L .  E x c e p t  a s  p r o v i d e d  i n  

A S  2 1 . 3 6 . 4 2 0 ,  n o  i n c r e a s e  i n  p r e m i u m  o r  d e c r e a s e  i n  c o v e r a g e  

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

m a i l e d  o r  d e l i v e r e d  t o  t h e  n a m e d  i n s u r e d ,  a t  t h e  l a s t  k n o w n  

a d d r e s s ,  a t  l e a s t  4 5  d a y s  p r i o r  t o  e x p i r a t i o n .

E x p l a n a t i o n :

A S  2 1 . 3 6 . 4 2 0  p e r t a i n s  t o  p e r s o n a l  a u t o  i n s u r a n c e  a n d  r e q u i r e s  

a  1 5  d a y  n o t i c e  o f  c h a n g e s  i n  t h e  p o l i c y  o r  p r e m i u m .  T h a t  

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



A M E N D M E N T  # 5  B y  S u n d

( A d o p t e d )

R e w r i t e  a l l  m e n t i o n  o f  m a i l i n g  a n d  d e l i v e r i n g  o f  n o t i c e s  t o  

r e a d :

11 . . .  i n  a c c o r d a n c e  w i t h  A S  2 1 . 3 6 . 2 6 0 . "

A m e n d  A S  2 1 . 3 6 . 2 6 0  t o  r e a d :

[ P R O O F  O F ]  M A I L I N G  O F  N O T I C E S .  T h e  i n s u r e r  s h a l l  m a i l  

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

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

o f  m a i l i n g  i n  t h e  f o r m  o f  a  U . S .  P o s t a l  S e r v i c e  C e r t i f i c a t e  o f  

M a i l i n g  i s  r e q u i r e d  [ O F  N O T I C E  O F  C A N C E L L A T I O N ,  O R  O F  

N O N R E N E W A L  O R  O F  R E A S O N S  F O R  C A N C E L L A T I O N ,  T O  T H E  N A M E D  

I N S U R E D  A T  T H E  A D D R E S S  SH O W N  I N  T H E  P O L I C Y ,  I S  S U F F I C I E N T  

P R O O F  O F  N O T I C E ] .
I



A M E N D M E N T  # 6 B y  S u n d

A d d  a  n e w  s t a t u t e ,  A S  2 1 . 3 6 . 4 3 0 ,  r e a d i n g :

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

v i o l a t i o n  o f  t h e  p r o v i s i o n s  _ o f  t h i s  c h a p t e r  s h a l l  h a v e  a  

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

c o m p e n s a t o r y  a n d  e x e m p l a r y  d a m a g e s  a s  m a y  b e  p r o v e n .



JOHN SUND, REPRESENTATIVE
2504 2nd Avenue 

Ketchikan, Alaska 99901 
(907) 225-5552

While in Juneau 
P. O. Box V 

Juneau, Alaska 99811 
(907) 465-4919

M E M O R A N D U M

T O :  R e p .  J o h n  S u n d

F R O M :  S h a r i  K o c h m a n

D A T E :  A p r i l  9 ,  1 9 8 7

R E :  A m e n d m e n t s  t o  C S  H B  4 6  ( L & C )  i n  C S  H B  4 6  ( J u d i c i a r y )

T h e _ f o l l o w i n g  c h a n g e s  h a v e  b e e n  m a d e  i n  H o u s e  B i l l  4 6  i n  t h e

J u d i c i a r y  c o m m i t t e e  s u b s t i t u t e  a s  p r o p o s e d  b y  t h e

s u b c o m m i t t e e .

1 .  P a g e  5 ,  L i n e  2 5 :  T h e  p h r a s e  " n o t  i n t e n d  t o  u s e  o r  u s e "  

h a s  b e e n  i n v e r t e d  t o  r e a d  " n o t  u s e  o r  i n t e n d  t o  u s e . "

T h e  p u r p o s e  i s  f o r  c l a r i t y .

2 .  P a g e  1 7 ,  L i n e s  3 - 1 2  o f  ( L & C )  C S  h a v e  b e e n  d e l e t e d .  T h i s  

s h o w s  u p  i n  t h e  ( J u d i c i a r y )  C S  o n  P a g e  1 7 ,  L i n e  3 .

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

t h e  b i l l  f o r  c o m m e r c i a l  l i n e s .

3 .  P a g e  1 8 ,  L i n e s  2 4 - 2 9  a n d  P a g e  1 9 ,  L i n e s  1 - 2  o f  ( L & C )  C S

h a v e  b e e n  d e l e t e d .  T h i s  s h o w s  u p  i n  t h e  J u d i c i a r y  C S  o n

P a g e  1 8 ,  L i n e  1 4 .  T h e s e  i t e m s  c a n  b e  c o v e r e d  u n d e r  

s u b s e c t i o n  ( b )  o f  S e c t i o n  3 4 ,  P a g e  1 8 ,  L i n e  1 4  o f  t h e  

( J u d i c i a r y )  C S .

4 .  P a g e  1 9 ,  L i n e  4  o f  ( L & C )  C S  h a s  b e e n  a m e n d e d  t o  r e a d :

" i n  a  p a r t i c u l a r  c a s e  o r  c a s e s . "  T h i s  s h o w s  u p  i n  t h e

( J u d i c i a r y )  C S  o n  P a g e  1 8 ,  L i n e  1 5 .  T h e  p u r p o s e  o f  t h i s  

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

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

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

5 .  P a g e  2 1 ,  L i n e  1 6  o f  ( L & C )  C S :  T h e  w o r d s  " i n  a n y  w a y "  

h a v e  b e e n  d e l e t e d .  T h i s  s h o w s  u p  i n  t h e  ( J u d i c i a r y )  C S  

o n  P a g e  2 0 ,  L i n e  2 7 .  T h e  d e l e t e d  l a n g u a g e  w a s  

c o n s i d e r e d  u n n e c e s s a r y .



JOHN SUND, REPRESENTATIVE
2504 2nd Avenue 

Ketchikan, Alaska 99901 
(907) 225-5552

While in Juneau 
P. O. Box V 

Juneau, Alaska 99811 
(907) 465-4919

M E M O R A N D U M

T O :  R e p .  J o h n  S u n d

F R O M :  S h a r i  K o c h m a n

D A T E :  A p r i l  9 ,  1 9 8 7

R E :  T o p i c s  o f  d i s c u s s i o n  f o r  H B  4 6

T h e  f o l l o w i n g  t o p i c s  c a m e  u p  i n  t h e  H B  4 6  s u b c o m m i t t e e  

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

1 .  P a g e  1 8 ,  L i n e  1 4  o f  t h e  ( J u d i c i a r y )  C S .  T h e  

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

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

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

r a t e s .  T h e  D i v i s i o n  o f  I n s u r a n c e  h a s  p r o p o s e d  l a n g u a g e  

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

( A m e n d m e n t  # 1 )

2 .  P a g e  2 0 ,  L i n e s  7 - 1 0  o f  t h e  ( J u d i c i a r y )  C S  r e q u i r e s  a  

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

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

n o t i c e  w a s  r e t u r n e d  u n d e l i v e r e d .  T h e  q u e s t i o n  i s  w h a t  a  

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

N o t e :  T h e  D i v i s i o n  o f  I n s u r a n c e  h a s  p r o p o s e d  t w o  

p o s s i b l e  a m e n d m e n t s .  ( A m e n d m e n t  # 2 )

A l s o  t a k e  n o t e  o f  t h e  a m e n d m e n t s  p r o p o s e d  b y  t h e  A I A  i n  

r e g a r d  t o  s e n d i n g  n o t i c e s  o f  c a n c e l l a t i o n  v i a  c e r t i f i e d  

m a i l .  S o m e  g o o d  a r g u m e n t s  a r e  p r e s e n t e d  a g a i n s t  

c e r t i f i e d  m a i l .

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

s u b c o m m i t t e e ,  b u t  m a y  b e  w o r t h  d i s c u s s i n g :

1 .  P a g e  1 8 ,  L i n e  2  o f  ( J u d i c i a r y )  C 3  a m e n d  t o  i n c l u d e



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

W o r k e r s '  C o m p e n s a t i o n  I n s u r a n c e .  ( A m e n d m e n t  # 3 )

2 .  P a g e  2 0 ,  L i n e  2 2  o f  ( J u d i c i a r y )  C S .  I n c r e a s e  n o t i c e  o f  

n o n r e n e w a l  f o r  c o m m e r c i a l  l i n e s  f r o m  4 5  d a y s  t o  6 0  d a y s .  

I t  r e a l l y  d o e s  n o t  m a k e  s e n s e  t o  h a v e  t h i s  p e r i o d  a n y  

s h o r t e r  t h a n  t h e  n o t i f i c a t i o n  p e r i o d  f o r  m i d - t e r m  

c a n c e l l a t i o n .  I n  e i t h e r  e v e n t ,  t h e  i n s u r e d  h a s  t o  s e e k  

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

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

f r o m  2 0  d a y s  t o  6 0  d a y s .  T h a t  i s  a  j u d g m e n t  c a l l  

b e c a u s e  p e r s o n a l  l i n e s  a r e  e a s i e r  t o  r e p l a c e  t h a n  

c o m m e r c i a l  l i n e s .

3 .  T i e d  i n t o  t h e  a b o v e  i s  a n  a m e n d m e n t  s u g g e s t e d  b y  t h e  A I A  

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

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

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

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

n o t i c e  o f  n o n r e n e w a l .  W h e n  t h e  b i l l  o r  n e w  p o l i c y  

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

i n c r e a s e d  s i g n i f i c a n t l y  a n d / o r  t h e  c o v e r a g e  h a s  

d e c r e a s e d .  B u t  n o w  t h e  i n s u r e d  h a s  l e s s  t i m e  t o  s e e k  

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

a p p r o a c h i n g .

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

c a n  t h e  i n s u r e r  b e  e x p e c t e d  t o  r a t e  t h e  n e w  p o l i c y  —  3 0  

d a y s ,  4 5  d a y s ,  6 0  d a y s ?  S e e  t h e  A I A  s u g g e s t i o n s ;  p a g e  

2 ,  i t e m  4  u n d e r  S e c t i o n  3 7 .

N o t e :  T h i s  t y p e  o f  p r o v i s i o n  a l r e a d y  e x i s t s  i n  s t a t u t e

f o r  a u t o m o b i l e  i n s u r a n c e .  A  1 5 - d a y  n o t i c e  o f  

p r e m i u m  c h a n g e  i s  r e q u i r e d .

A n o t h e r  n o t e :  E v e n  i f  t h e  c o m m i t t e e  d o e s n ' t  a d o p t  t h e

a b o v e ,  s h o u l d  w e  s t i l l  r e q u i r e  t h a t  t h e  

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

c o v e r a g e  a t  r e n e w a l ?

4 .  T h e  A I A  h a s  o n e  o t h e r  w o r t h w h i l e  s u g g e s t i o n  r e g a r d i n g  

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

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

m i g h t  s t i l l  s e r v e  n o t i c e  o f  n o n r e n e w a l  a s  l o n g  a s  t h e y  

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

f u l l  n o t i f i c a t i o n  p e r i o d  ( b e  i t  4 5  d a y s  o r  6 0  d a y s  —  a s  

t h e  c o m m i t t e e  d e c i d e s . )

S e e  t h e  A I A  s u g g e s t i o n s ;  p a g e  1 ,  i t e m  3 u n d e r  S e c t i o n  

3 5 .  N o t e :  T h e  A I A  a s k s  f o r  t h e  s a m e  p r o v i s i o n  w i t h  

c a n c e l l a t i o n ,  b u t  t h a t  d o e s  n o t  m a k e  s e n s e .  R e n e w a l s  

a r e  o n  s p e c i f i e d  d a t e s  —  t h e  a n n i v e r s a r y  o f  t h e  p o l i c y .  

B u t  m i d - t e r m  c a n c e l l a t i o n s  a r e  a t  a n y  t i m e  t h a t  t h e  

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

c o m p a n y  m u s t  s i m p l y  m a k e  t h e  m i d - t e r m  c a n c e l l a t i o n  

e f f e c t i v e  6 0  d a y s  f r o m  t h e  t i m e  o f  n o t i f i c a t i o n .



C S  H B  4 6  ( J u d i c i a r y )  

A M E N D M E N T  # 1

P a g e  1 8 ,  L i n e  1 4

B y  D i v i s i o n  o f  I n s u r a n c e

A d d :  ( 7 )  f a i l u r e  o r  r e f u s a l  t o  p r o v i d e  d a t a  o r

i n f o r m a t i o n  n e c e s s a r y  t o  c o n f i r m  e x p o s u r e  o r  o n  

w h i c h  t o  b a s e  p o l i c y  p r e m i u m . "



■

C S  H B  4 6  ( J u d i c i a r y )  

A M E N D M E N T  # 2

B y  D i v i s i o n  o f  I n s u r a n c e

O p t i o n  1

P a g e  2 0 ,  l i n e  7 :

D e l e t e  " I f  a  n o t i c e  o f  c a n c e l l a t i o n  i s  r e t u r n e d

u n d e l i v e r e d  t o  t h e  i n s u r e r ,  t h e  i n s u r e r  s h a l l  

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

O p t i o n  2

P a g e  2 0 ,  l i n e  9 :

F o l l o w i n g  t h e  w o r d ,  " e f f o r t , "  i n s e r t  " ,  a s  d e f i n e d  i n  

r e g u l a t i o n s  a d o p t e d  b y  t h e  d i r e c t o r . "



C S  H B  4 6  ( J u d i c i a r y )

A M E N D M E N T  # 3

B y  D i v i s i o n  o f  I n s u r a n c e

P a g e  1 8 ,  L i n e  2 :

R e w r i t e  t o  r e a d :  " j u s t i f i e d  b y  a  p h y s i c a l  c h a n g e  i n  t h e

i n s u r e d  p r o p e r t y ,  a  c h a n g e  i n  i t s  o c c u p a n c y  o r  u s e ,  o r  a  

c h a n g e  i n  p a y r o l l ,  r e c e i p t s ,  v a l u e s  o r  o t h e r  e x p o s u r e  

u n i t s . 11



M E M O R A N D U M

F R O M :  S h a r i  K o c h m a n

D A T E :  A p r i l  1 ,  1 9 8 7

R E :  C S  H B  4 6  ( L & C )  o v e r v i e w

T O :  R e p .  J o h n  S u n d

H B  4 6  i s  3 0  p a g e s  l o n g  a n d  c o v e r ( s  l O ^ g U i f f e r e n t  

i n s u r a n c e - r e l a t e d  t o p i c s .  A  t h o r o u g h  o v e r v i e w  o f  t h i s  b i l l  

a n d  a  s e c t i o n a l  a n a l y s i s  i s  o f f e r e d  f r o m  t h e  D i v i s i o n  o f  

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

1 0  a r e a s  t o  g i v e  y o u  a n  i d e a  o f  w h a t  t h e  b i l l  d o e s .

1 .  G E N E R A L  A G E N T S / M A N A G E R S

P r e s e n t  s t a t u t e  u s e s  t h e  t e r m s  g e n e r a l  a g e n t s  a n d  

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

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

e l i m i n a t e s  m a n a g e r s ,  r e q u i r e s  a l l  g e n e r a l  a g e n t s  t o  b e  

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

2 .  C O N T I N U O U S  L I C E N S E

T h e  b i l l  p r o p o s e s  c o n t i n u o u s  l i c e n s i n g  f o r  t h o s e  

l i c e n s e d  u n d e r  t h e  i n s u r a n c e  s t a t u t e s ,  i n s t e a d  o f  a n n u a l  

r e n e w a l .  A n n u a l  f e e s  w i l l  s t i l l  a p p l y .  T h i s  d i m i n i s h e s  

p a p e r w o r k  f o r  t h e  d i v i s i o n .

3 .  F I R M / I N D I V I D U A L  L I C E N S E

T h e  b i l l  r e , q u i r e s  c e r t a i n  i n d i v i d u a l s  w i t h i n  a  f i r m  t o  

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

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

d i v i s i o n .  L i c e n s i n g  r e q u i r e m e n t s  a r e  a l s o  e x t e n d e d  t o  

a d j u s t i n g  f i r m s  u n d e r  t h e  b i l l .

4 .  C A N C E L L A T I O N

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

p e r i o d s  f o r  p e r s o n a l  l i n e s  a n d  e s t a b l i s h e s  n o t i f i c a t i o n  

r e q u i r e m e n t s  f o r  c o m m e r c i a l  l i n e s .

5 .  B R O K E R  B O N D

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

$ 5 , 0 0 0  t o  $ 1 0 , 0 0 0 .  ( N o t e :  T h e  o r i g i n a l  p r o p o s a l  w a s  $ 5 0 , 0 0 0  

a n d  w a s  r e d u c e d  i n  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e . )



6 .  B R O K E R  A S  A G E N T

T h e  b i l l  r e q u i r e s  t h a t  p r e m i u m s  p a i d  t o  a  b r o k e r  f o r  

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

i n s u r e r .  P r e m i u m  c o l l e c t i o n  i s  t h e  o n l y  i n s t a n c e  i n  w h i c h  a  

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

7 .  P R O D U C E R  F I N A N C I A L / F I D U C I A R Y  A C C O U N T S

T h e  ab i l , l  u$ i v j a s  t h e  d i v i s i o n  t h e  a u t h o r i t y  t o  r e v i e w  

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

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

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

b i l l  a l s o  c l a r i f i e s  t h e  s t a t u t e s  o n  a c c o u n t i n g  r e q u i r e m e n t s  
f o r  i  w w t w x , ' ' L

8 .  P R O  R A T A  O N  C A N C E L L A T I O N S

T h e  b i l l  r e q u i r e s  t h a t  i n  t h e  e v e n t  a n  i n s u r e r  c a n c e l s  

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

i n s u r e d  o n  a  p r o  r a t a  b a s i s .  P r e s e n t  u s e  o f  t h e  s h o r t  r a t e  

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

t h e  i n s u r e d .

9 .  A L I E N  T R U S T  D E P O S I T S

P r e s e n t  s t a t u t e  r e q u i r e s  t h a t  a s  o f  J u n e  2 0  o f  t h i s  

y e a r ,  a l i e n  i n s u r e r s  ( t h o s e  f o r m e d  i n  a  f o r e i g n  c o u n t r y )  i n  

t h e  s u r p l u s  l i n e s  m a i n t a i n  a  t r u s t  f u n d  m i n i m u m  o f  $ 5  

m i l l i o n .  T h a t  i s  a n  i n c r e a s e  f r o m  t h e  p r e s e n t  $ 3 . 5  m i l l i o n  

w h i c h  w a s  i n c r e a s e d  i n  1 9 8 5  f r o m  $ 1 . 5  m i l l i o n .  T h i s  i s  o u t  

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

r e q u i r e m e n t  t o  $ 1 . 5  m i l l i o n .  N o t e  t h a t  t h i s  d o e s  n o t  r e f e r  

t o  t h e  i n s u r e r ' s  m i n i m u m  c a p i t a l  a n d  s u r p l u s  r e q u i r e m e n t s ,  

w h i c h  a r e  s e p a r a t e  f r o m  t h e  t r u s t  f u n d .  ( N o t e :  T h i s  i s  t h e  

p r i o r i t y  m e a s u r e  i n  t h i s  b i l l  f o r  t h e  d i v i s i o n . )

1 0 .  N U R S E  C O V E R A G E

T h e  b i l l  w o u l d  a l l o w  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  

o f  A l a s k a  ( M I C A )  t o  w r i t e  p o l i c i e s  f o r  n u r s e s  i n  t h e  s t a t e .



P R O P O S E D  A M E N D M E N T  T O  H B  4 6

B y  D i v i s i o n  o f  I n s u r a n c e

O p t i o n  1

P a g e  2 0 ,  l i n e  2 5 :

D e l e t e  " I f  a  n o t i c e  o f  c a n c e l l a t i o n  i s  r e t u r n e d  

u n d e l i v e r e d  t o  t h e  i n s u r e r ,  t h e  i n s u r e r  s h a l l  m a k e  a n  

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

O p t i o n  2

P a g e  2 0 ,  l i n e  2 7 :

F o l l o w i n g  t h e  w o r d ,  " e f f o r t , "  i n s e r t  " ,  a s  d e f i n e d  i n  

r e g u l a t i o n s  a d o p t e d  b y  t h e  d i r e c t o r . "
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A M E N D M E N T ^  J V  " 2 -

O f f e r e d  i n  t h e  HOUSE By D o n l e y

TO: CSHB 46(L&C)

P a g e  1 9 ,  l i n e  18:

D e l e t e  " 1 0 "

I n s e r t  " 2 0  [ 1 0 ] ”

P a g e  1 9 ,  l i n e  2 0 ,  a f t e r  " c a n c e l l a t i o n . ” :

I n s e r t  " I f  c a n c e l l a t i o n  i s  f o r  a r e a s o n  d e s c r i b e d  i n  AS 2 1 . 3 6 . 2 1 0 -  

( f ) ( 2 )  o r  ( 3 ) ,  t h e  n o t i c e  s h a l l  b e  m a i l e d  o r  d e l i v e r e d  t o  t h e  nam ed

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

s t a t e m e n t  o f  t h e  r e a s o n  f o r  c a n c e l l a t i o n . "

F a g e  2 0 ,  l i n e  2:

D e l e t e  " 1 0 ”

I n s e r t  ” 20"

P a g e  2 0 ,  l i n e  4 ,  a f t e r  " c a n c e l l a t i o n . " :

I n s e r t  " I f  c a n c e l l a t i o n  i s  f o r  a r e a s o n  d e s c r i b e d  i n  AS 2 1 . 3 6 . 2 1 5 -  

( a ) ( 2 )  o r  ( 3 ) ,  t h e  n o t i c e  s h a l l  b e  m a i l e d  o r  d e l i v e r e d  t o  t h e  named  

i n s u r e d  a t  t h e  a d d r e s s  shown i n  t h e  p o l i c y  and t o  t h e  a g e n t  o r  b r o k e r  

o f  r e c o r d  a t  l e a s t  10 d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n ,  

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

i n s u r e d  a t  t h e  a d d r e s s  sh ow n  i n  t h e  p o l i c y  a t  l e a s t  10 d a y s  b e f o r e  t h e

3 / 2 6 / 8 7
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t h e  c a n c e l l a t i o n . "

- 2 - 3 / 2 6 / 8 7
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T O :  C S H B  4 6 ( L & C )

P a g e  1 9 ,  l i n e s  18 -  2 0 :

D e l e t e  "j_ a n d  m u s t  [ S H A L L ]  i n c l u d e  o r  b e  a c c o m p a n i e d  b y  a  s t a t e m e n t  o f  

t h e  r e a s o n  f o r  t h e  c a n c e l l a t i o n .  [ "

I n s e r t  " [ A N D  S H A L L  I N C L U D E  O R  B E  A C C O M P A N I E D  B Y  A  S T A T E M E N T  O F  T H E  

R E A S O N  F O R  T H E  C A N C E L L A T I O N . "

P a g e  1 9 ,  l i n e  2 2 :

D e l e t e  " . ] "

I n s e r t  " ] . "

P a g e  2 0 ,  l i n e s  3 - 4 :

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

r e a s o n  f o r  t h e  c a n c e l l a t i o n "

P a g e  2 0 ,  a f t e r  l i n e  2 1 :

I n s e r t  a  n e w  s u b s e c t i o n  t o  r e a d :

" ( f )  A  n o t i c e  o f  c a n c e l l a t i o n  o f  i n s u r a n c e  r e q u i r e d  t o  b e  g i v e n  

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

t h e  r e a s o n  f o r  t h e  c a n c e l l a t i o n . "

A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  B y  D o n l e y

- 1 - 3 / 2 6 / 8 7
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A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  B y  D o n l e y

T O :  C S H B  4 6 ( L& C )

P a g e  2 7 ,  l i n e s  5 - 6 :

D e l e t e  b i l l  s e c t i o n  43

R e n u m b e r  r e m a i n i n g  b i l l  s e c t i o n s  a c c o r d i n g l y .

P a g e  3 0 ,  l i n e  2 4 :

D e l e t e  " 4 6 "

I n s e r t  " 4 5 "

P a g e  3 0 ,  l i n e  2 6 :  

D e l e t e  " 4 6 "  

I n s e r t  " 4 5 "

- 1 - 3 / 2 6 / 8 7
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A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  B y  D o n l e y

T O :  C S H B  4 6 ( L & C )

P a g e  8 ,  l i n e  1 6 :

D e l e t e  " $ 5 , 0 0 0 "

I n s e r t  " $ 1 0 , 0 0 0  [ $ 5 , 0 0 0 ] "

P a g e  8 ,  l i n e  1 8 :

D e l e t e  " $ 5 , 0 0 0 "

I n s e r t  " $ 1 0 , 0 0 0  [ $ 5 , 0 0 0 ] "

- 1 - 3 / 2 6 / 8 7
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A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  B y  D o n l e y

T O :  C S H B  4 6 ( L & C )

P a g e  2 0 ,  l i n e  17 -  1 9 :

D e l e t e  a l l  m a t e r i a l  a n d  i n s e r t :

" ( d )  A n  i n s i r r e r  w h o  m a i l s  a  n o t i c e  o f  c a n c e l l a t i o n  r e q u i r e d  

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

n o t i c e  h a s  b e e n  m a i l e d  t o  t h e  n a m e d  i n s u r e d . "

- 1 - 3 / 2 6 / 8 7



5-0306L1
F o r d

A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  B y  D o n l e y

T O :  C S H B  4 6 ( L & C )

P a g e  2 0 ,  a f t e r  l i n e  2 1 :

I n s e r t  a  n e w  s u b s e c t i o n  t o  r e a d :

" ( f )  I f  a  n o t i c e  o f  c a n c e l l a t i o n  r e q u i r e d  t o  b e  m c i l e d  u n d e r  

t h i s  s e c t i o n  i s  r e t u r n e d  u n d e l i v e r e d  t o  t h e  i n s u r e r ,  t h e  i n s u r e r  s h a l l  

m a k e  a n  a d d i t i o n a l  g o o d - f a i t h  e f f o r t  t o  p r o v i d e  n o t i c e  o f  c a n c e l l a t i o n  

t o  t h e  i n s u r e d . "

1 -  3 / 2 6 / 8 7
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5 -0 3 0 6L a
Ford

A M E N D M E N T

O f f e r e d  i n  th e  HOUSE By Furnace
TO: CSHB 4 6 (L&C)

Page 19, l i n e  14:
D e l e t e  " 6 0 "
I n s e r t  M30"

- 1 - 3 / 2 5 / 8 7



13 5 -0306Lb
Fo rd

A M E N D M E N T

O f f e r e d  i n  th e  HOUSE By Furnace
TO: CSHB 4 6 (L&C)

Page 19 , l i n e  27 :
D e l e t e  " 6 0 "
I n s e r t  " 3 0 "

- 1 - 3 / 2 5 / 8 7



C  5 - 0 3 0 6 L C

F o r d  *

A M E N D M E N T

O f f e r e d  i n  the  HOUSE By Furnace
TO: CSHB 46(L&C)

Page 19, l i n e  29 :
D e l e t e  "nonpayment o f  premium"
I n s e r t  " a  r e a s on  d e s c r ib ed  i n  AS 2 1 . 3 6 . 2 1 5 ( a ) ( 1 ) ,  ( 2 ) ,  o r  ( 3 ) "

- 1 - 3 / 2 6 / 8 7



5 - 0 3 0 L d

F o r d

A M E N D M E N T

O f f e r e d  i n  t h e  H o u s e

T O :  C S H B  4 6  ( L & C )

P a g e  1 9 ,  l i n e  1 6 :

D e l e t e  " n o n p a y m e n t  o f  p r e m i u m , "

I n s e r t  " a  r e a s o n  d e s c r i b e d  i n  A S  2 1 . 3 6 . 2 1 0 ( a ) ( 1 ) ,  o r  A S  

2 1 . 3 6 . 2 1 0 ( f ) ( 1 ) ,  ( 2 ) ,  o r  ( 3 ) ,  [ N O N P A Y M E N T  O F  P R E M I U M ] "

- 1 - 3 / 2 6 / 8 7
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E. 5 - 0 3 0 6 L e

F o r d

A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E  1 B y  F u r n a c e

T O :  C S H B  4 6 ( L& C )

P a g e  2 0 ,  l i n e  2 5 ,  a f t e r  " a " :

I n s e r t  " p e r s o n a l ,  b u s i n e s s ,  o r  c o m m e r c i a l  i n s u r a n c e "

P a g e  2 0 ,  l i n e  2 7 :

D e l e t e  " 2 0 "

I n s e r t  " 3 0  [ 2 0 ] "

P a g e  2 0 ,  l i n e  2 8 :

D e l e t e  " f o r  a  p e r s o n a l  i n s u r a n c e  p o l i c y ,  a n d  a t  l e a s t  45 d a y s  f o r  a  

b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  p o l i c y , "

- 1 - 3 / 2 6 / 8 7
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N o t e s  ant? P r o p o s e d  A m e n d m e n t s  From F r a nk  B .  H a l l  and  Company ,  and  
A d j u s t c o ,  I n c o r p o r a t e d  f o r  t h e  H o u s e  F i n a n c e  S u b - C o m m i t t e e  on  
C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  46 ( L a b o r  a nd  Commerce)

I )  P a g e  5 ,  L i n e  15

A f t e r  " i n  t h e  S t a t e "  a d d  i f  f o r  a n o n - r e s i d e n t  l i c e n s e ,  b e  a 
b o n a  f i d e  r e s i d e n t  o f  a s t a t e  w h i c h  a l s o  a l l o w s  f o r  t h e  n o n - r e s i d e n t  
l i c e n s u r e  o f  a g e n t s  a n d  b r o k e r s . "

The  i n t e n t  o f  t h i s  l a n g u a g e  i s  t o  c r e a t e  a " l a w  o f  r e c i p r o c i t y "  a s  
a p p l i e d  t o  t h e  l i c e n s i n g  o f  a g e n t s  and  b r o k e r s .  A l a s k a  r e c o g n i z e s  t h e  
l i c e n s e s  o f  a l l  o t h e r  s t a t e s ,  and  a l l o w s  t h e i r  r e s i d e n t  a g e n t s  and  
b r o k e r s  t o  o p e r a t e  i n  A l a s k a  u n d e r  a n o n - r e s i d e n t  l i c e n s e .  Many o t h e r  
s t a t e s ,  h o w e v e r ,  ( i n c l u d i n g  ' W a s h i n g t o n  S t a t e )  d o  n o t  r e t u r n  t h e  f a v o r .  
T h e i r  a g e n t s  and  b r o k e r s  co me  t o  A l a s k a ,  s e l l  i n s u r a n c e ,  t h e n  t a k e  
b o t h  t h e i r  p r e m i u m s  and  c o m m i s s i o n s  b a c k  t o  t h e i r  home S t a t e ,  w h i l e  a t  
t h e  same t i m e  p r o h i u i t i n g  A l a s k a  a g e n t s  and  b r o k e r s  frc.-> o p e r a t i n g  i n  
t h e i r  s t a t e .  T h i s  p r o p o s e d  ame n d me n t  i s  t h e  i n s u r a n c e  i n d u s t r y ' s  
v e r s i o n  o f  " l o c a l  h i r e " .

2)  P a g e  7 ,  L i n e  5

Amend t h e  f i r s t  l i n e  t o  r e a d :  "A f i r m  s h a l l  h a v e  a f i r m  l i c e n s e  o f  
a t  l e a s t  t h e  s a m e  s c o p e  a s  t h a t  o f  t h o s e  l i c e n s e s  h e l d  by i n d i v i d u a l s  
a c t i n g  on  b e h a l f  o f  t h e  f i r m . "

T h i s  amendment  w o u l d  m o r e  c l e a r l y  r e p r e s e n t  t h e  i n t e n t  t h a t  i f  
e m p l o y e e  "1 h a s  L i c e n s e  A ,  a n d  e m p l o y e e  i!2 l i a s  L i c e n s e  B,  t h e n  t h e  
f i r m  t h e y  work f o r  m u s t  h a v e ,  a t  mi n i mum,  a l i c e n s e  p e r m i t t i n g  t h e  
f i r m  t o  s e l l  b o t h  A a n d  P .  We s h o w e d  t h e  l a n g u a g e  c u r r e n t l y  a p p e a r i n g  
i n  t h e  d r a f t  t o  e l e v e n  d i f f e r e n t  p e o p l e ,  a l l  i n v o l v e d  i n  t h e  i n s u r a n c e  
i n d u s t r y .  F o u r  o f  t h e  e l e v e n ,  i n c l u d i n g  o n e  a t t o r n e y ,  i n t e r p r e t e d  t h e  
l a n g u a g e  t o  r e q u i r e  t h e  f i r m  t o  h a v e  a l i c e n s e  o f  t h e  s a me  d e g r e e  a s  
e a c h  i n d i v i d u a l ,  and  v i c e  v e r s a .  We f e l t  t h e  d i f f e r i n g  
i n t e r p r e t a t i o n s  o f  t h e  p h r a s e  "same d e g r e e  a s  e a c h  i n d i v i d u a l "  
w a r r a n t e d  a s e c o n d  e f f o r t .

3 )  P a g e  1 9 ,  L i n e  13

D e l e t e  " 2 0 " ,  I n s e r t  "30"

B e c a u s e  t h e  A l a s k a  m a r k e t  r e p r e s e n t s  s u c h  a n o m i n a l  a m o u n t  o f  m o s t  
i n s u r a n c e  c o m p a n y ' s  t o t a l  p r e m i u m ,  i t  i s  d i f f i c u l t  t o  d e t e r m i n e  a t  
w h a t  p o i n t  a co mp a n y  may s a y  " I t ' s  n o t  w o r t h  t h e  h a s s l e "  a n d  p u l l  o u t .  
We h a v e  n o  b a s i s  u p o n  w h i c h  t o  p o r t e n d  t h a t  a d o p t i o n  o f  a 6 0  d a y  
n o t i f i c a t i o n  w i l l  c a u s e  a n  i n s u r e r  t o  make s u c h  a d e c i s i o n .  We c a n ,  
h o w e v e r ,  a s s u r e  y o u  t h a t  a j ump t o  30 d a y s  w o u l d  s e e m  75  p e r  c e n t  l e s s  
t h r e a t e n i n g  t h a n  a jump t o  60  d a y s .



4) P a g o  1 9 ,  L i n e  28

A f t e r  t h e  w o r d  " m a i l e d "  i n s e r t  
A f t e r  "or" i n s e r t  " o t h e r w i s e "

and a r e c e i p t  c o l l e c t e d , "

The  a i m  o f  t h i s  a me n d me n t  i s  t o  a c k n o w l e d g e  a r e a s o n a b l e  a t t e m p t  t o  
n o t i f y  t h e  i n s u r e d ,  and  t o  o f f e r  a d d e d  s e c u r i t y  t h a t  s u c h  a n  a t t e m p t ,  
p r o v e n  by a p o s t a l  r e c e i p t ,  w i l l  n o t  b e  a v i o l a t i o n  o f  t h i s  c h a p t e r .  
U n d e r  t h e  l a n g u a g e  t h a t  c u r r e n t l y  a p p e a r s  i n  t h e  d r a f t ,  t h e  i n s u r e r  i s  
n o t  o n l y  l i a b l e  f o r  t h e  p r o p e r  n o t i f i c a t i o n  o r  a t t e m p t  t o  n o t i f y ,  b u t  
a l s o  r e s p o n s i b l e  f o r  a c t i o n s  o f  t h e  p o s t a l  s e r v i c e ,  b e y o n d  t h e i r  
c o n t r o l ,  w h i c h  may d e l a y  or  p r e v e n t  d e l i v e r y  o f  t h e  n o t i c e .  R e q u i r i n g  
p r o o f  t h a t  t h e  n o t i c e  w a s  m a i l e d ,  a n d  t o  t h e  b e s t  known a d d r e s s ,  w i l l  
l i m i t  t h e  i n s u r e r s  r e s p o n s i b i l i t y  t o  i t e m s  w i t h i n  h i s  c o n t r o l .
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CSHB 46 (LGC) INDEH 
Offered: 3 /30 /87

Prepared by: Alaska Diuision of Insurance 
Date: 3 /31 /87

GENERRL AGENTS /  MRNRGERS

Section 1. (Page 1, Lines 9 -20 )
Section 2. (Page 1, Lines 21 -29 ;  Page 2, Lines 1 -16)
Section 5. (Page 2, Lines 17-29 ;  Page 3, Line 1-2)
Sect;on 45. (Page 31, Lines 2 -4 )

CONTINUOUS LICENSE

Section 2. (Page 1, Lines 21 -29 ;  Page 2, Lines 1-16) 
Section 4. (Page 3, Lines 3 -10 )
Section 5. (Page 3, Lines 11-28 )
Section 6. (Page 3, Line 29; Page 4, Lines 1-7)
Section 7. (Page 4. Lines 8 -29 ;  Page 5, Lines 1-9 )  
Section 10. (Page 6, Lines 15-29 ; Page 7, Lines 1-3) 
Section 12. (Page 7, Lines 26 -29 ;  Page 8, Lines 1-9) 
Section 15. (Page 8, Lines 10-22 )
Section 17 (Page 9, Lines 15-19)
Section 18. (Page 9, Lines 20 -26 )
Section 22. (Page 11, Lines 11 -27 )
Section 24. (Page 12, Lines 16-29 ;  Page 13, Lines 1-19) 
Section 25. (Page 13, Lines 25 -29 ;  Page 14, Lines 1-7) 
Section 27. (Page 14, Lines 8 -19 )
Section 28. (Page 14, Lines 20 -29 )
Section 29. (Page 15, Lines 1-7)
Section 41. (Page 24, Lines 17-23)

FIRM / 1NDIUIDURL LICENSE

S e c t i o n  7 .  ( P a g e  4 ,  L i n e s #3 - 2 9 ;  P a g e  5 ,  L i n e s  1 - 9 )
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Section 8. 
Section 9. 
Section 10. 
Section 11. 
Section 14. 
Section 25. 
Section 25. 
Section 43.

Section 46.

(Page. 5, Lines 10-29; Page 6, Lines 1-8) 
(Page 6, Lines 9 -14 )
(Page 6, Lines 15-29; Page 7, Line 1-3)
(Page 7, Lines 4 -25 )
(Page 8, Lines 23 -26 )
(Page \ !, Lines 28 -29 ;  Page 12, Lines 1-15) 
(Page 13, Lines 20 -24 )
(Page 27, Lines 17-29 ; Page 28, Lines 1-29 
Page 29, Lines 1-29; Page 30, Lines 1-17) 

(Page 31, Lines 2 -4 )

COMMERCIAL CANCELLATION

Section 51. (Page 16, Lines 13-24)
Section 52. (Page 16, Lines 25 -29 ;  Page 17, Lines 1-12)
Section 55. (Page 17, Lines 13-29; Page 18, Lines 1-2)
Section 54. (Page 18, Lines 3 -2 9 ;  Page 19, Lines 1-9 ) 
Section 55. (Page 19, Lines 10-25 )
Section 56. (Page 19, Lines 26 -29 ;  Page 20, Lines 1-29
Section 57. (Page 21, Lines 5 -21 )
Section 58. (Page 21, Lines 22 -29 ;  Page 22, Lines 1-2)
Section 40. (Page 22, Lines 18-29; Page 23, Lines 1-29 ;

Page 24, Lines 1-16)
Section 45. (Page 31, Lines 2 -4 )

BROKER BOND

Section 15. (Page 8, Lines 10-22)

BROKER RS AGENT

Section 15. (Page 8, Lines 10 22)
Section 15. (Page 8, Lines 27 -29 ;  Page 9, Line 1)
Section 16. (Page 9, Lines 2 -14 )

P a g e  2



CSHB 46 (L&C) 
Offered: 5 /50 /07

PRODUCER FINANCIAL / FIDUClflRV BCCOUNTS

Section 19. (Page 9, Lines 27 -29 ;  Page 10, Lines 1-9)
Section 20. (Page 10, LinQ.s 10-21)
Section 21. (Page 10, Lines 22 -29 ;  Page 11, Lines 1-10)

PRO RRTfl ON CANCELLATIONS

Section 59. (Page 22, Lines 3 -17 )
Section 47. (Page 31, Lines 5 -7 )

ALIEN TRUST DEPOSITS

Section 50. (Page 15, Lines 8 -29 :  Page 16, Lines 1-12) 
Section 48. (Page 31, Lines 8 -9 )

NURSE COUERRGE

Section 42. (Page 24, Lines 24 -29 ;  Paqe 25, Lines 1-29;
Page 26, Lines 1-29 ; Page 27, Lines 1-16)

RELOCATION OF DEFINITIONS

Section 45. (Page 27, Lines 17-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-17)

Section 44. (Page 30, Lines 18-29: Page 31, Line 1)
Section 45. (Page 31, Lines 2 -4 )

REMOLIAL OF OBSOLETE OR DUPL1CBT1UE PB0U1S10NS 

Section 45. (Page 31, Lines 2 -4 )

P a g e  3



CSHB 46 (L&C)
Offered: 3 /30 /87

Prepared by: filaska Diuision of Insurance 
Date: 3 /31 /87

QUEBLHEID

This committee substitute encompasses about 12 insurance issues in 
one "omnibus" bill on insurance issues. Most of the items contained in 
the bill haue, at one time or another, been requested by the Diuismn of 
Insurance. The Diuision of Insurance supports this legislation.

For a detailed analysis of this proposal, please refer to the section by 
section commentary dated 3 /31 /87 .  The issues in the bill are:

General Agents /  Managers 
Continuous License 
Firm /  Indiuidual License 
Commercial Cancellation 
Broker Bond 
Broker as Agent
Producer Financial /  Fiduciary Accounts
Pro Rata on Cancellations
Alien Trusts Deposits
Nurse Couerage
Relocation of Definitions
Aemoual of Obsolete or Duplicatiue Prouisions

GENERAL RGENTS / MANAGERS

This issue eliminates confusion Luith AS 21 .09.280, which currently 
attempts to distinguish between "general agents" who are required to 
be licensed and "managers" who are not. It is a distinction that has 
been difficult to apply. The basic role of both entities is often the 
same, and the Alaska Insurance Code does not adequately make a
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distinction between the two. The bill eliminates references to 
managers and requires all general agents to be licensed. It then lists 
those specific entities that will not be considered general agents. 
These are persons or entities who perform general agent type 
seruices for an insurance company when that person or entity is:

(1) a salaried employee of th insurance company;
(2) a subsidiary of the insurance company;
(3) the owner of the insurance company; or
(4) owned by the holding company that owns the insurance 

company.

CONTINUOUS LICENSE

This bill introduces a continuous insurance license for agents, brokers, 
solicitors, adjusters, and general agents, raxher than the current 
system requiring annual renewal, fill licensees, howeuer, will still pay 
an annual fee, and failure to pay will result in reuocation or 
suspension of the license. This change should reduce the paperwork 
currently handled by the Oiuision.

Some consolidation of fee dates is incorporated in the bill. The one 
license untouched by this proposal is the surplus lines broker license. 
This type of licensee is the one that prouides entry to the nonadmitted 
market place and is required to post a $200,000 bond. Further, 
producers of business for risk retention groups or risk purchasing 
groups under the recently passed Federal law must haue this type of 
license, llie would prefer to see how things are going to shape up 
with the new Federal Bet before we recommend a change

FIRM / INOILIIDUBL LICENSE

This portion of the bill creates a new distinction between indiuidual 
licenses issued to indiuidual persons, and firm licenses issued to 
associations of  indiuidual licensees. Under current law, persons 
operating under a firm's license do not typically hold an indiuidual 
license, but are named to act on the firm license. This renders 
indiuidual accountability difficult. In some cases there is a constant

P a g e  2
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actiuity on a firm’s license file as indiuiduals are added or deleted.

Also under current law, adjusting firms are not licensed, only 
indiuidr.ato. UJe haue enperienced situations where firms haue ignored 
Rlaska Law to the detriment of  the public and indiuidual licensees 
within the firm. This eutends the accountability principle to adjusting 
firms. It will giue the Diuision of Insurance a better regulatory 
ouersight of the industry by requiring that euery person selling or 
adjusting insurance contracts, whether indiuidual or firm, haue the 
appropriate license. B new definition of "firm” has been introduced on 
Page 28, Lines 26 -29 .

COMMEBCIRL CANCELLATION

AS 21.36.210 -  310 currently places a limitation on an insurance 
company's right to cancel in mid-term, personal lines of insurance, 
such as automobile insurance or homeowners insurance. This whole 
section of law deals with insurer initiatea cancellations. The 
insurance crisis of the past few years, accented the need that this 
kind of protection should also be prouided for commerc?al policies.

To accomplish this, it is necessary to substantially rework AS
21.36.210 -  310. A number of sections haue been relocated and a 
distinction made between personal insurance and business or 
commercial insurance. The personal insurance limitation is unchanged 
except that notice period has been reuised.

The business or commercial insurance notice has a similar period of 
notice. This statute is similar to those in other states with one major  
exception. The proposed bill requires that any unearned premium be 
returned to the insured before the effectiue date of cancellation.

The normal period for notice of cancellation will be 60 days. Notice for 
nonpayment will be 20 days. Notice for special reasons such as 
suspension or reuocation of license, conuiction of a crime related to 
the type of couerage prouided, and material misrepresentation will 
haue a 10 day notice. Notice of nonrenewal will remain at 20 days for 
personal insurance and will be 45 days for commercial nonrenewals.

P a g e  3
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This bill requires the return of unearned premium prior to the 
effectiue date of cancellation. If the cancellation is for nonpayment, 
return of unearned premium must occur within 45 days after 
cancellation, fiudits on auditabie policies cancelled for other than 
nonpayment must also be made before the effect iue date of 
cancellation and unearned premium returned before the eupiration of 
the policy. While this may cause some difficulty for the insurer, it 
should be remembered that this speaks to an insurer initiated 
cancellation. Insurers can use tentatiue or projected numbers for the 
period following the notice of cancellation. Insurers usually know 
they are going to cancel, so they can also control the audit process.

The insured with an auditabie policy is entitled to the same protection 
as an insured with a nonauditable policy. The insurer may elect to 
waiue an audit on cancellation, which is their right currently. If the 
Diuision finds that the waiuer is not in the insureds interest, it can 
require that an audit be made.

The bill requires that cancellation be made by certified mail with a 
return receipt requested, and a reason be giuen in all cases. It also 
requires that in the euent notice is returned undeliuerabie, that an 
additional good faith effort to contact the insured be made.

Suggested Amendment

The Diuision of Insurance is uncomfortable with the prouision that an 
additional "good faith" effort be made to deiiuer notice. We would 
prefer to see a more definable action required if an additional effort 
is required. If an additional effort is required, we belieue it should be 
specifically defined or that specific authority be giuen the Director of 
Insurance to define it by regulation. Accordingly we suggest one of 
the following amendments:

Option 1. Delete sentence starting on Page 20, Line 25 with the 
word "If" and ending on Page 20, Line 28.

Option 2. Following the word "effort" on Page 20, Line 27, insert 
", as defined in regulations adopted by the director,"

P a g e  4
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BROKER BOND

This section proposes to increose the bond required of o broker from 
the current $5,000 to $f 'VOO. The bond is auailable for the people of 
the state. The increased bond wilt haue an increased cost, but the 
amount is not encessiue This is not a Diuision of Insurance proposal, 
but rue haue no objection to it.

BROKER AS RGENT

Alaska currently licenses turn kinds of insurance producer under RS 
21.27, agent and broker. The agent represents an insurance company 
through appointment and contract. On the other hand, the broker 
represents the purchaser ,*?f insurance. It is typical for an insurance 
producer to hold both types of license, fl purchaser of insurance 
usually does not know, under luhich license a producer is acting. Most 
insurance producers do try to balance the interests of the purchaser 
of couerage and the prouider of couerage, and some do this quite luell. 
Normally this is not an issue of concern, but when a producer becomes 
insoluent or has misused trust account monies, the issue can be uery 
important.

If an agent collects premium funds for an insurer, the insurer is 
deemed to haue receiued those funds whether they are sent to the 
insurer or not. IBhen the insurer sends notice of cancellation for 
nonpayment of premium, the insured need only show his cancelled 
check and the couerage will be reinstated.

If a broker misappropriates premium funds, and does not pay them to 
the insurer or intermediary, and a notice is sent by the company which 
has not receiued payment, the couerages are generally not reinstated. 
The Diuision has had two major cases of this description and a number 
of smaller ones, where the public has been hurt. The resolution is to 
prouide that when a broker places couerage whicn can be euidenced 
by a binder, issuance of a policy, or some acknowledgement from the 
insurer or its representatiue, then the insurer is considered to haue 
receiued those funds whether it has or not. The broker is considered 
to be the agent of the company for purposes of premium collection.
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fln additional issue, is the need to haue the producer coljecting funds 
at the initiation of the transaction, clearly state that he is acting as a 
broker and couerages are not bound until confirmed by an insurer, or 
to return the funds to the purchaser of couerage.

One group of persons mho could be aduersely impacted with "agent as 
broker", is the wholesale broker or general agent mho is in between 
the producing broker and the insurance company. It is possible that 
they might bear the financial brunt of this solution. Relief is offered 
by allowing them to access to the brokers' bond.

PRODUCER FINANCIAL /  FIDUCIRRV RCCOUNTS

The Diuision has been working with the Alaska Association of 
Independent Insurance Agents and Brokers concerning financial 
problems with some insurance agents and brokers and their handling 
of insurance premium monies. To this end, we haue aided in 
deueloping some clarifications to those sections of the insurance 
code.

Agents and brokers are required to receiue insurance premium monies 
in a fiduciary capacity. Unfortunately, the first sign that all is not well 
with an agents' or brokers' fiduciary account is when it is too late. 
One good indicator of a deueloping problem would be good accounting 
records accessible by the Diuision, which are required with this bill.

The Diuision has need of tools that can be used to resolue fiduciary 
and financial difficulties at an earlier point in time. One tool is the 
ability to reuiew financial summaries or detail, such as trial balance, 
income statement, journal detail, etc. in a Diuision of Insurance office 
for euamination when requested. These documents would be 
confidential.

The clarifications addressed in this issue coupled with the Broker as 
Rgent resolution should manimize protection to insurance purchasers.
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PRO RBTB ON CANCELLATIONS

There are two basic methods of computing return premium on a 
cancelled policy. In industry parlance, these are referred to es short 
rate and pro rata. Short rate is used on a cancellation initiated by the 
insured and has a built-in penalty. Pro rata is used on cancellations 
initiated by the insurance company and the earned portion of premium 
is proportionate to the period of couerage. The short rate method of 
computation is often a cause for complaint and in our uiew is no 
longer necessary. It was originally intended to reflect an enpense of 
the insurer that was, for the most part, beyond the insurers' control. 
The Diuision has considered the elimination of short rate by regulation, 
but authority is uague.

RL1EN TRUST DEPOSITS

This issue is considered the priority legislatiue need thi* session 
and it relates to the trust fund requirements for alien surplus lines 
insurers wishing to do business in Alaska. An alien insurer is one 
formed under the laws of a country other than the United States.

At the present time, AS 21.34.040(c ) prouides that an alien surplus 
lines insurer must maintain a trust fund for the benefit of 
policyholders in the United States in an amount not less than $3.5 
million. That $3.5 million figure is scheduled to increase to $5 million 
on June 20, 1987. This portion of the bill would eliminate this 
scheduled increase and reduce the trust fund requirement to $1.5 
million, the leuel required before June 20, 1985.

This proposal would auoid the necessity to declare as ineligible, 
opproHimately 957o of the alien surplus line companies doing business 
in the Alaska market. There is a great deal of concern about the 
reduction of auailable insurance markets for exposures in this state. 
If the current language in statute were to be enforced, many insurers 
who now prouide ualuable markets would be ineligible for use here. 
Alaska is out of step with the rest of the country on this issue where 
the norm is a deposit of $1.5 million. This proposal does not impact 
the minimum capital and surplus required of alien insurers.
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NURSE COUERAGE

This proposal will add nurses to the list of health care professionals 
who can obtain professional liability insurance from the Medical 
Indemnity Corporation of Alaska which was formed under RS 21.89 in 
1976. This is primarily a backup action since nurses haue recently 
been able to put together a national program that appears to resolue 
their auailability difficulties. The Diuision of Insurance has no 
objection to this proposal.

RELOCATION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in RS 21.90. In 
addition, chapters contain definition*; that in some cases haue a more 
general application. These should be located in the general definition 
chapter. The changes in this case are not substantiue, but merely 
represent relocation with one enception, the definition of "firm," 
which has been preuiously noted.

REMOURL OF OBSOLETE OR DUPLICRT1UE PR0DISI0NS

The present Insurance Code was adopted in 1966. flt the time of 
adoption, there were a number of prouisions intended to preuent 
disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ years huue passed and the sections are obsolete. 
Included in the repeal is a section that duplicates prouisions of the 
ethics bill adopted by the Fourteenth Legislature.
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QUERLIIE1U

This committee substitute encompasses about 12 insurance issues in 
one "omnibus11 bill on insurance issues. Most of the items contained in 
the bill haue, at one time or another, been requested by the Diuision of 
Insurance. The Diuision of Insurance supports this legislation.

The material that follows will attempt to identify each issue 
addressed by the bill, euplain the purpose and to comment section by 
section. Numerous ammendments suggested preuiously haue been 
incorporated in this bill.

For ease in tracking the uarious issues, we haue prouided page breaks 
following the commentary on each issue. The issues are:

General flgents /  Managers (Pages 2 -3 )
Continuous License (Pages 4 -6 )
Firm /  Indiuidual License (Pages 7 -9 )
Commercial Cancellation (Pages 10-13)
Broker Bond (Page 14)
Broker as Rgent (Pages 15-16)
Producer Financial /  Fiduciary Recounts (Pages 17-18)
Pro Rata on Cancellations (Page 19)
Rlien Trusts Deposits (Page 20)
Nurse Couerage (Page 21)
Relocation of Definitions (Page 22)
Remoual of Obsolete or Dupiicatiue Prouisions (Page 23)
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GENERAL AGENTS /  MANAGERS

This issue eliminates confusion with AS 21.09.280, which currently 
attempts to distinguish between “general agents0 who are required to 
be licensed and “managers" who are not. It is a distinction that has 
be'in difficult to apply. The basic role of both entities is often the 
same, and the Alaska Insurance Code does not adequately make a 
distinction between the two. The bill eliminates references to 
managers and requires ail general agents to be licensed. It then lists 
those specific entities that will not be considered general agents.

Section 1. (Page 1, Lines 9 -20 )

RS 21.09 deals with insurance companies that apply for and are issued 
a Certificate of Authority. These companies haue elected to make 
themselues subject to regulation by the Alaska director of Insurance 
and are referred to as admitted companies. The change in this Section 
m.ikes it clear that an admitted company may only do business 
through persons or entities licensed by filaska including general 
agents.

Section 2. (Page 1, Lines 21 -29 ;  Page 2, Lines 1-16)

This Section remoues the references to managers. In §(b), the point 
that the general agent is licensed in the same manner as an agent 
licensed under AS 21.27, is clarified. This is a uiew that the Diuision 
has applied in practice, but is more than a little uague in statute.

In §(c), the reference to RS 21 .27.500 is remoued since its content is 
incorporated in the neut Section.

Section 5. (Page 2, Lines 17-29; Page 3, Line 1-2)

§ (f) in this Section, moues a prouision from AS 21.27.500. It prouides 
that salaried employees of an insurance company are not subject to 
license for their actiuities on behalf of the insurer, euen though that
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actiuity may haue the same appearance as a general agent.

§(g) euempts persons or entities mho perform general agent type 
seruices for an insurance company when that person or entity is:

(1) a subsidiary of the insurance company;
(2) the owner of the insurance company; or
(3) owned by the holding company that owns the insurance 

company.

Section 45. (Page 31, Lines 2 -4 )

This Section includes a repeal of OS 21 .27 ,500, on line 3.
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CONTINUOUS LICENSE

This bill introduces a continuous insurance license for agents, brokers, 
solicitors, adjusters, and general agents, rather than the current 
system requiring annual renewal, fill licensees, howeuer, will still pay 
an annual fee, and failure to pay will result in reuocation or 
suspension of the license. This change should reduce the paperwork 
currently handled by the Diuision.

Section 2. (Page 1, Lines 21 -29 ;  Page 2, Lines 1-16)

Continuous license language appears on Page 2, Lines 9 -13 .

Section 4. (Page 3, Lines 3 -10 )

Reference to renew is remoued on Lines 5 O' 6. The change on Line 9 is 
not substantiue.

Section 5. (Page 3, Lines 11 -28 )

RS 21.27 .030(a) (1 ) is a controlled business prohibition. The substance 
of this paragraph has been mooed to the neut Section. §(a) is reuised 
in a way to deal with the new applicant. Continuing licenses are 
addressed in the Section 6. Reference to renewal has been remoued.

Section 6. (Page 5, Line 29; Page 4, Lines 1-7)

This addition to RS 21.27.030 addresses the controlled business 
prohibition on an issued license.

Section 7. (Page 4, Lines 8 -29 ;  Page 5, Lines 1-9) 

Reference to renewal remoued on Page 5, Line 6.
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Section 10. (Page 6, Lines 15-29; Page 7, Lines S-3) 

Reference to date of enpiration is remoued on Page 7, Line 2.

Section 12. (Page 7, Lines 26 -29 ;  Page 8, Lines 1-9)

This Section addresses licenses for uending machines that dispense 
policies of personal trauel accident insurance. The only change of 
substance is that on Page 8, Line 3 where reference to .annual 
continuation and eupiration is remoued.

Section 15. (Page 8, Lines 10-22)

The references to renewal are addressed on Lines 11-13.

Section 17 (Page 9, Lines 15-19)

The reference to renewal appears on Line 17.

Section 18. (Page 9, Lines 20 -26 )

The reference to date of eupiration is remoued on Line 24.

Section 22. (Page 11, Lines 11-27)

This Section has been completely reworked to reflect continuous 
licenses. In §(a) and §(b), annual fee dates differ in some cases from 
current renewal dates. Under present law, resident licenses eupire on 
June 30, eucepf for brokers, which eupire on December 31. 
Nonresident agent and brokers eupire a year from issue and 
nonresident adjusters on June 30. The continuation fee proposed 
would be due on all agents, solicitors, or ad justers on June 30, and all 
brokers on December 31.
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The only other substantiue change appears in §(d) where the sur­
charge for late renewal is established by regulation. This concept is 
already the case for all other fees of the Diuision of Insurance.

Section 24. (Page 12, Lines 16-29 ;  Page 13, Lines 1-19)

The reference to refuse to renew is remoued on Page 12, Line 18. 
Surplus lines broker licenses are not being changed to continuous 
license. This accounts for the inserted language on Lines 19 and 20. 
This type of licensee is the one that prouides entry to the nonadmitted 
market place and is required to post a $200,000 bond. Further, 
producers of business for risk retention groups or risk purchasing 
groups under the recently passed Federal law must haue this type of 
license. LUe would prefer to see how things are going to shape up 
with the new Federal Act before we recommend a change

Section 26. (Page 13, Lines 25 -29 ;  Page 14, Lines 1-7)

References relating to renewal remoued.

Section 27. (Page 14, Lines 8 -19 )

References relating to renewal remoued.

Section 28. (Page 14, Lines 20 -29 )

References relating to renewal remoued.

Section 29. (Page 15, Lines 1-7)

Reference relating to eupiration remoued.

Section 41. (Page 24, Lines 17-23)

Reference relating to renewal remoued.
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FIRM / INDiUlDURL LICENSE

This portion of the bill creates a new distinction between indiuidual 
licenses issued to indiuidual persons, and firm licenses issued to 
associations of indiuidual licensees. Under current law, persons 
operating under a firm's license do not typically hold an indiuidual 
license, but are named to act on the firm license. This renders 
indiuidual accountability difficult. In some cases there is a constant 
actiuity on a firm's license file as indiuiduals are added or deleted.

fliso under current law, adjusting firms are not licensed, only 
indiuiduals. UJe haue euperienced situations where firms haue ignored 
RIaska Law to the detriment of the public and indiuidual licensees 
within the firm. This eutends the accountability principle to adjusting 
firms. It will giue the Diuision of Insurance a better regulatory 
ouersight of the industry by requiring that euery person selling or 
adjusting insurance contracts, whether indiuidual or firm, haue the 
appropriate license.

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

This Section concerning examination of applicants for insurance 
license has been changed to apply to indiuidual licensees. Since each 
indiuidual is licensed it is not necessary to require that a firm be 
euamined. This is accomplished with insertions at Page 4, Line 10 and 
Page 5, Line 3.

Section 8. (Page 5, Lines 10-29; Page 6, Lines 1-8)

This Section addresses the qualifications for license. It has been 
modified to make it applicable to indiuidual licensees. The language on 
Page 6, Lines 1 and 2, auoid additional paperwork by prouiding that a 
person acting on behalf of a firm is couered by the firm's appointment.

S e c t i o n  9.  ( P a g e  6 ,  L i n e s  9 - 1 4 )
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This Section also addresses the qualifications for license. It applies to 
firm licenses.

Section 10. (Page 6, Lines 15-29; Page 7, Line 1-3)

The only changes of substance in this Section are found on Page 6, 
Lines 22 -25 .  The distinction between firm and corporation is remoued. 
fl definition for firm is introduced in Section 43 on Page 28, Lines 
16-19 . Also, the only person to be named on a firm license will be the 
principal or manager of the firm.

Section 11. (Page 7, Lines 4 -25 )

This Section requires that the firm be licensed to the same extent as 
persons employed by the firm. Use by a firm of unlicensed persons 
who are required to be licensed is cause for reuocation or suspension.

Section 14. (Page 8, Lines 23-26 )

This Section prouides that the firm broker bond couers indiuidual 
broker members of the firm.

Section 25. (Page 11, Lines 28-29 ; Page 12, Lines 1-15 )

This Section addresses temporary licenses. It prouides for a 
temporary license if the principal or manager should die. This is not a 
substantiue change.

Section 25. (Page 13, Lines 20-24)

Since persons are no longer designated in the license to exercise its 
powers, the language has been reuised to acting on behalf of the firm.
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Section 45. (Page 27, Lines 17-29; Page 28, Lines 1-29; Page 29, 
Lines 1-29; Page 30, Lines 1-17)

Definition of “firm" introduced on Page 28, Lines 26 -29 .

Section 46. (Page 31, Lines 2 -4 )

OS 21.27.040(b) is repealed. This is the subsection that requires firms 
to designate all indiuiduals on the firm licb. e.
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COMMERCIAL CnNCELLRTlON

RS 21.36.210 -  310 currently places o limitation on on insurance 
company's right to cancel in mid-term, personal lines of insurance, 
such as automobile insurance or homeoumers insurance. This Luhole 
section of lam deals mith insurer initiated cancellations. The 
insurance crisis of the past fern years, accented the need that this 
kind of protection should also be prouided for commercial policies.

To accomplish this, it is necessary to substantially reiuork RS
21.36.210 -  310. R number of sections haue been relocated and a 
distinction made betmeen personal insurance and business or 
commercial insurance. The personal insurance limitation is unchanged 
eucept that notice period has been reuised.

The business or commercial insurance notice has a similar period. This 
statute is similar to those in other states mith one major euception. 
The proposed bill requires that any unearned premium be returned to 
the insured before the effectiue date of cancellation.

The normal period of notice for cancellation mill be 60 days. Notice for 
nonpayment mill be 20 days. Notice for special reasons such as 
suspension or reuocation of license, conuiction of a crime related to 
the type of couerage prouided, and material misrepresentation mill 
haue a 10 day notice. Notice of nonrenemal mill remain at 20 days for 
personal insurance and mill be 45 days for commercial nonrenemals.

Section 31. (Page 16, Lines 13-24)

No substantiue change.

Section 52. (Page 16, Lines 25 -29 ;  Page 17, Lines 1-12)

No substantiue change. This is merely a relocation of RS 21.36.300.

S e c t i o n  5 5 .  ( P a g e  1 7 ,  L i n e s  1 3 - 2 9 ;  P a g e  1 8 ,  L i n e s  1 - 2 )
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No substantiue change.

Section 54. (Page 18, Lines 3-29; Page 19, Lines 1-9)

This Section establishes the permissible reasons for cancellation of a 
business or commercial insurance policy, in addition, the Director of 
Insurance is granted discretion in the euent another ualid reason to 
cancel has not been anticipated mith this legislation.

Section 35. (Page 19, Lines 10-25)

This Section lists the notice periods for personal insurance.

Section 56. (Page 19, Lines 26-29; Page 20, Lines 1-29 
Page 21, Lines 1-4)

§(b) of this Section establishes the notice periods for business or 
commercial insurance.

§(c) requires the return of unearned premium prior to the effectiue 
dote of cancellation. If the cancellation is for nonpayment, return of 
unearned premium must occur within 45 days after cancellation. 
Audits on auditabie policies must also be made before he effectiue 
date of cancellation and unearned premium returned before the 
enpiration of the policy, where the reason for cancellation is other 
than nonpayment. IDhile this may cause some difficulty for the 
insurer, it should be remembered that this speaks to an insurer 
initiated cancellation. Insurers can use tentatiue or projected 
numbers for the period following the notice of cancellation. They 
know they are going to cancel, so they can aiso control the audit 
process. The insured with an auditabie policy is entitled to the same 
protection as an insured with a nonauditable policy. The insurer may 
elect to waiue an audit on cancellation, which is their right currently. 
I f the Diuision finds that the waiuer is not in the insureds interest, it 
can require that an audit be made under §(e).
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§(d) requires that cancellation be made by certified mail with a return 
receipt requested. §(d) also requires that in the euent notice is 
returned undeliuerable, that an additional good faith effort to contact 
the insured be made.

Suggested Amendment

The Diuision of Insurance is uncomfortable with the prouision that an 
additional "good fa ithu effort be made to deuuer notice. UJe would 
prefer to see a more definable action described if an additional effort 
is to be required. If an additional effort is required, we belieue it 
should be specifically defined or that specific authority be giuen the 
Director of Insurance to define it by regulation.

Potion 1. Delete sentence starting on Page 20, Line 25 with the 
word "Sfu and ending on Page 20, Line 28.

Potion 2. Following the word "e ffo rt11 on Page 20, Line 27, insert 
", as defined in regulations adopted by the director,"

§(e) prouides that the Director has the authority to order an audit 
waiued by an insurer under §(c). This would be done when the director 
belieues an insurer is acting unfairly to an insured.

§(f) clarifies that a reason for cancellation will be giuen in all cases. 

Section 57. (Page 21, Lines 5-21)

The notice of nonrenewal is unchanged for personal insurance at 20 
days. The notice of nonrenewal for business c r  commercial insurance 
is 45 days.

Section 58. (Page 21, Lines 22-29; Page 22, Lines 1-2)

No substantiue change.
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Section 40. (Page 22, Lines 18-29; Page 23, Lines 1-29;
Page 24, Lines 1-16)

The definition of “business or commercial insurance" is neui. The 
remainder of the changes in this Section are not substantiue. The limit 
on cancellation mill eutend to uessels under 50 displacement tons 
mhich mill couer most of Alaska's fishing fleet.

Section 45. (Page 31, Lines 2-4)

OS 21.36.210(c) is repealed as it is not needed.

OS 21.36.210(e) is repealed because it has been relocated in the 
definition ... "personal insurance" on Page 23, Lines 19-29 and Page 
24, Lines 1-5.

OS 21.36.230 is repealed as it is not needed.

OS 21.36.300 is repealed because it has been moued to Section 32.
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BROKER BOND

This section proposes to increase the bond required of a broker from 
the current $5,000 to $10,000. The bond is auaiiable for the people of 
the state. The increased bond luiil haue an increased cost, but the 
amount is not eucessiue This is not a Diuision of insurance proposal, 
but me haue no objection to it.

Section 15. (Page 8, Lines 10-22)

The increased bond amount appears on Lines 16 and 18.
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BROKER RS AGENT

Alaska currently licenses two kinds of insurance producer under RS
21.27, agent and broker. The agent represents an insurance company 
through appointment and contract. On the other hand, the broker 
represents the purchaser of insurance. It is typical for an insurance 
producer to hold both types of license. R purchaser of insurance 
usually does not know, under which license a producer is acting. Most 
insurance producers do try to balance the interests of the purchaser 
of couerage and the prouider of couerage, and some do this quite well. 
Normally this is not an issue of concern, but when a producer becomes 
insoluent or has misused trust account monies, the issue can be uery 
important.

I f an agent collects premium funds for an insurer, the insurer is 
deemed to haue receiued those funds whether they are sent to the 
insurer or not. LUhen the insurer sends notice of cancellation for 
nonpayment of premium, the insured need only show his cancelled 
check and the couerage will be reinstated.

I f a broker misappropriates premium funds, and does not pay them to 
the insurer or intermediary, and a notice is sent by the company which 
has not receiued payment, the couerages are generally not reinstated. 
The Diuision has had two major cases of this description and a number 
of smaller ones, where the public has been hurt. The resolution is to 
prouide that when a broker places couerage which can be euidenced 
by a binder, issuance of a policy, or some acknowledgement from the 
insurer or its representatiue, then the insurer is considered to haue 
receiued those funds whether it has or not. The broker is considered 
to be the agent of the company for purposes of premium collection.

An additional issue, is the need to haue the producer collecting funds 
at the initiation of the transaction, clearly state that he is acting as a 
hroker and couerages are not bound until confirmed by an insurer, or 
to return the funds to the purchaser of couerage.
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This Section deals uuith the brokers' bond. One group of persons who 
could be aduersely impacted mith "agent as broker", is the wholesale 
broker or general agent who is in between the producing broker and 
the insurance company. It is possible that they might bear the 
financial brunt of this solution. Relief is offered by allowing them to 
access to the brokers' bond.

Section 15. (Page 8, Lines 10-22)

Section 15. (Page 8, Lines 27-29; Page 9, Line 1)

This Section makes clear the fact that the broker cannot bind an 
insurer.

Section 16. (Page 9, Lines 2-14)

This Section establishes the concept of "broker as agent for purposes 
of premium collection." (d) newly prouides that a broker may not 
knowingly accept payment for couerage until that couerage is 
authorized by an insurer.
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PflODUCEB FINANCIAL ! FI0UC1BRV ACCOUNTS

The Diuision has been working with the Alaska Association of 
Independent Insurance Agents and Brokers concerning financial 
problems with some insurance agents and brokers and their handling 
of insurance premium monies. To this end, me haue aided in 
deueloping some clarifications to those sections of the insurance 
code.

Agents and brokers are required to receiue insurance premium monies 
in a fiduciary capacity. Unfortunately, the first sign that ail is not well 
with an agents' or brokers' fiduciary account is when it is too late. 
One good indicator of a deueloping problem would be good accounting 
records accessible by the Diuision, which are required with this bill.

The Diuision has need of tools that can be used to resolue fiduciary 
and financial difficulties at an earlier point in time. One tool is the 
ability to reuiew financial summaries or detail, such as trial balance, 
income statement, journal detail, etc. in a Diuision of Insurance office 
for eHamination when requested. These documents would be 
confidential.

The clarifications addressed in this issue coupled with the Broker as 
Bgent resolution should mammize protection to insurance purchasers.

Section 19. (Page 9, Lines 27-29; Page 10, Lines 1-9)

This is a new requirement specifically requiring an agent or broker to 
haue accounting and financial records and to maintain them in 
accordance with generally accepted accounting principles. These 
records are auailabie for reuiew and are confidential when in the 
possession of the director.

Section 20. (Page 10, Lines 10-21)

§(b) contains the requirement for a premium fiduciary account. The 
change clarifies the fact that other funds can not be commingled with
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it encept as specifically permitted in Section 21.

Section 21. (Page 10, Lines 22-29; Page 11, Lines 1-10)

§(d) permits a limited commingling of nonpremium funds in the 
fiduciary account for specific premium related purposes. Accounting 
for nonpremium funds is required.

§(e) makes clear that the premium funds required to be in the 
fiduciary account can not be used or represented to be asset funds. 
Funds optionally permitted to be in the fiduciary account, such as 
reserue funds are an asset of the agent or broker.

§(f) introduces a definition for "fiduciary account."
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PRO RRTfi ON CANCELLATIONS

There are tmo basic methods of computing return premium on a 
cancelled policy. In industry parlance, th t.e  are referred to as short 
rate and pro rata. Short rate is used on a cancellation initiated by the 
insured and has a built-in penalty. Pro rata is used on cancellations 
initiated by the insurance company and the earned portion of premium 
is proportionate to the period of couerage. The short rate method of 
computation is often a cause for complaint and in our uieiu is no 
longer necessary. It mas originally intended to reflect an enpense of 
the insurer that mas, for the most part, beyond the insurers' control. 
The Diuision has considered the elimination of short rate by regulation, 
but authority is uague.

Section 59. (Page 22, Lines 3-17)

This Section requires pro rata cancellation and effectiuely prohibits 
short rate cancellation.

Section 47. (Page 31, Lines 5-7)

This Section makes clear that this nem requirement does not affect 
in-force contracts, thus sidestepping potential constitutional 
conflicts.
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ALIEN TRUST DEPOSITS

This issue is considered the #1 priority legislatiue need this session 
and it relates to the trust fund requirements for alien surplus lines 
insurers wishing to business in Alaska, fin alien insurer is one formed 
under the lams of a country other than the United States.

fit the present time, fiS 21.34.040(c) prouidps that an alien surplus 
lines insurer must maintain a trust fund for the benefit of 
policyholders in the United States in an amount not less than $3.5 
million. That $3.5 million figure is scheduled to increase to $5 million 
on June 20, 1987. This portion of the bill mould eliminate this 
scheduled increase and reduce the trust fund requirement to $1.5 
million, the leuel required before June 20, 1985.

This proposal mould auoid the necessity to declare as ineligible, 
approHimately 95% of the alien surplus line companies doing business 
in the Alaska market. There is a great deal of concern about the 
reduction of auaiiable insurance markets for euposures in this state. 
If the current language in statute mere to be enforced, many insurers 
mho nom prouide uaiuable markets mould be ineligible for use here. 
Alaska is out of step mith the rest of the country on this issue where 
the norm is a deposit of $1.5 million. This proposal does not impact 
the minimum capital and surplus required of alien insurers.

Section 50. (Page 15, Lines 8-29; Page 16, Lines 1-12)

The language to accomplish the change noted aboue appears on Page 
15, Lines 21-22. Other changes are not substantiue.

Section 48. (Page 31, Lines 8-9)

This Section is an immediate effectiue date for Section 30 only.
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NURSE CQUEBRGE

This proposal mill add nurses to the list of health care professionals 
mho can obtain professional liability insurance from the Medical 
Indemnity Corporation of flleska uuhich uuas formed under RS 21.88 in 
1976. This is primarily a backup action since nurses haue recently 
been able to put together a national program that appears to resolue 
their auailability difficulties. The Diuision of Insurance has no 
objection to this proposal.

Section 42. (Page 24, Lines 24-29: Page 25, Lines 1-29;
Page 26, Lines 1-29; Page 27, Lines 1-16)

"Nurse" is added on Page 24, Line 28; Page 25, Lines 2, 5, 13, 14, and 
17; and, Page 27, Line 10.
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BELOCnUON OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in AS 21.90, In 
addition, chapters contain definitions that in some cases haue a more 
general application. These should be located in the general definition 
chapter. The changes in this case are not substantiue, but merely 
represent relocation mith one euception, the definition of "firm," 
mhich has been already discussed on Page 8-9, under Sections 10 and 
43.

Section 45. (Page 27, Lines 17-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-17)

§(1), "adjuster11 on Page 27, Lines 20-26, iuas formerly RS 
21.27.510(a).

§(2), "agent" on Page 27, Lines 27-29 and Page 28, Lines 1-2, mas 
formerly RS 21.27.470.

§(5), “ broker" on Page 28, Lines 9-16, mas formerly RS 21.27.480.

§(11), "firm" on Page 28, Lines 26-29, is nem. See discussion on Page 8.

§(13), "independent adjuster" on Page 29, Lines 4-5, mas formerly RS 
21.27.510(b).

§(20), "solicitor" on Page 30, Lines 3-6, mas formerly RS 21.27.490.

Section 44. (Page 30, Lines 18-29: Page 31, Line 1)

This Section mas formerly RS 21.27.520. No substantiue change.

Section 45. (Page 31, Lines 2-4)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, & RS 21.27.520 
are repealed as discussed in Sections 43 and 44 aboue.
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BEMOURL OF OBSOLETE OB DUPllCflTIUE PROLUSIONS

The present Insurance Code was adopted in 1966. Rt the time of 
adoption, there were a number of prouisions intended to preoent 
disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ years haue passed and the sections are obsolete. 
Included in the repeal is a section that duplicates prouisions of the 
ethics bill adopted by the Fourteenth Legislature.

Section 45. (Page 31, Lines 2-4)

RS 21.03.030, RS 21.03.040, RS 21.03.050 and RS 21.06.040 are 
repealed.
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OUERLMEUI
This committee substitute encompasses about 12 insurance issues in 
one "omnibus" biil on insurance issues. Most of the it ms contained in 
the bill haue, at one time or another, been requested by the Diuision of 
Insurance. The Diuision of Insurance supports this legislation.

For a detailed analysis of this proposal, please refer to the section by 
section commentary dated 4/8/87. The issues in the bill are:

General Agents /  Managers 
Continuous License 
Firm /  Indiuidual License 
Commercial Cancellation 
Broker Bond 
Broker as Agent
Producer Financial /  Fiduciary Accounts
Pro Rata on Cancellations
Alien Trusts Deposits
Nurse Couerage
Relocation of Definitions
Remoual of Obsolete or Duplicatiue Prouisions

GENERAL AGENTS /  MANAGERS

This issue eliminates confusion mith AS 21.09.280, mhich currently 
attempts to distinguish betmeen "general agents" mho are required to 
be licensed and "managers" mho are not. It is a distinction that has 
been difficult to apply. The basic role of both entities is often the 
same, and the Alaska Insurance Code does not adequately make a
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distinction between the two. The bill eliminates references to 
managers and requires all general agents to be licensed. It then lists 
those specific entities that will not be considered general agents. 
These are persons or entities who perform general agent type 
services for an insurance company when that person or entity is:

(1) a salaried employee of the insurance company;
(2) a subsidiary of the insurance company;
(3) the owner of the insurance company; or
(4) owned by the holding company that owns the insurance 

company.

CONTINUOUS LICENSE

This bill introduces a continuous insurance license fo r agenis, brokers, 
solicitors, adjusters, and general agents, rather than the current 
system requiring annual renewal, fill licensees, however, will still pay 
an annual fee, and failure to pay will result in revocation or 
suspension of the license. This change should reduce the paperwork 
currently handled by the Division.

Some consolidation of fee dates is incorporated in the bill. The one 
license untouched by this proposal is the surplus lines broker license. 
This type of licensee is the one that provides entry to the nonadmitted 
market place and is required to post a $200,000 bond. Further, 
producers of business for risk retention groups or risk purchasing 
groups under the recently passed Federal law must have this type of 
license. We would prefer to see how things are going to shape up 
with the new Federal Act before we recommend a change

FIRM /  INDIUIDUAL LICENSE

This portion of the bill creates a new distinction between individual 
licenses issued to individual persons, and firm licenses issued to 
associations of individual licensees. Under current law, persons 
operating under a firm's license do not typically hold an individual 
license, but are named to act on the firm license. This renders 
individual accountability difficult. In some cases there is a constant
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activity on a firm's license file as indiuiduals are added or deleted.

Also under current law, adjusting firms are not licensed, only 
indiuiduals. We haue euperienced situations where firms haue ignored 
Hlaska Law to the detriment of the public and individual licensees 
within the firm. This eutends the accountability principle to adjusting 
firms. It will give the Division of Insurance a belter regulatory 
oversight of the industry by requiring that every person selling or 
adjusting insurance contracts, whether individual or firm, have the 
appropriate license. B new definition of "firm" has been introduced on 
Page 28, Lines 26-29.

COMMERCIAL CANCELLATION

AS 21.36.210 - 310 currently places a limitation on an insurance 
company's right to cancel in mid-term, personal lines of insurance, 
such as automobile insurance or homeowners insurance. This whole 
section of law deals w ith insurer initiated cancellations. The 
insurance crisis of the past few years, accented the need that this 
kind of protection should also be provided fo r commercial policies.

To accomplish this, it is necessary to substantially rework AS
21.36.210 - 310. R nrmber of sections have been relocated and a 
distinction made betiueen personal insurance and business or 
commercial insurance. The personal insurance limitation is unchanged 
encept that notice period has been revised.

The. business or commercial insurance notice has a similar period of 
notice. This statute is similar to those in other states with one major 
euception. The proposed bill requires that any unearned premium be 
returned to the insured before the effectiue date of cancellation.

The bill proposes permissible reasons for cancellation of a business or 
commercial insurance policy. IThe Director of Insurance is granted 
discretion in the event another valid reason to cancel has not been 
anticipated with this legislation. Reference to cancellations for 
changes in reinsurance, financial condition, change in law, and 
eucessiue claims,will require prior approval.
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Suggested Amendment

Many commercial or business policies are mritten mith conditions that 
require some form of cooperation on the part of the person insured. 
For enample, a policy mhose premium is based on payroll mill 
generally contain an audit feature or a requirement fo r the insured to 
prouide periodic reports concerning the amount of payroll, i f  an 
insured refuses to prouide this kind of data, the insurer can not 
determine mhether the estimates on mhich the policy is based are 
accurate. Such a refusal to prouide is a reasonable cause for 
cancellation of the insurance policy. Me mould suggest that an 
additional reason for cancellation be inserted on Page 18 betmeen 
Lines 13 and 14 mhich mould read:

"(7) failure or refusal to prouide data or information necessary 
to confirm enposure or on mhich to base policy premium."

The normal period for notice of cancellation mill be 60 days. Notice for 
nonpayment mill be 20 days. Notice for special reasons such as 
suspension or reuocation of license, conuiction of a crime related to 
the type of couerage prouided, and material misrepresentation mill 
haue a 10 day notice. Notice of nonrenemal mill remain at 20 days for 
personal insurance and mill be 45 days for commercial nonrenemols.

This bill requires the return of unearned premium prior to the 
effectiue date of cancellation. If the cancellation is for nonpayment, 
return of unearned premium must occur mithin 45 days after 
cancellation. Audits on auditabie policies cancelled for other than 
nonpayment must also be made before the effectiue date of 
cancellation and unearned premium returned before the enpiration of 
the policy. Mhile this may cause some difficu lty for the insurer, it 
should be remembered that this speaks to an insurer initiated 
cancellation. Insurers can use tentatiue or projected numbers for the 
period folloming the notice of cancellation. Insurers usually knom 
they are going to cancel, so they con also control the audit process.

The insured mith an auditabie policy is entitled to the same protection 
as an insured mith a nonauditable policy. The insurer may elect to 
maiue an audit on cancellation, mhich is their right currently. I f the
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Diuision finds that the Luaiuer is not in the insureds interest, it can 
require that an audit be made.

The bill requires that cancellation be made by certified mail Luith a 
return receipt requested, and a reason be giuen in all cases. It also 
requires that in the euent notice is returned undeliuerable, that an 
additional good faith e ffo rt to contact the insured be made.

Suggested Amendment

The Diuision of Insurance is uncomfortable mith the prouision that an 
additional "good faith" e ffo rt be made to contact the insured, me 
mould prefer to see a more definable action described if an additional 
effort is required. If an additional e ffo rt is required, me belieue it 
should be specifically defined or that specific authority be giuen the 
Director of Insurance to define it by regulation. Accordingly me 
suggest one of the folloming amendments:

Option I. Delete sentence starting on Page 20, Line 7 mith the 
mord "If" and ending on Page 20, Line 10.

Option 2. Folloming the mord "e ffo rt" on Page 20, Line 9, delete 
the mords "to contact the insured" and insert ", as defined in 
regulations adopted by the director, to deliuer notice"

BROKER BOND

This section proposes to increase the bond required of a broker from 
the current $5,000 to $10,000. The bond is auailable for the people of 
the state. The increased bond mill haue an increased cost, but the 
amount is not eucessiue This is not a Diuision of Insurance proposal, 
but me haue no objection to it.

BROKER RS AGENT

Rlaska currently licenses tmo kinds of insurance producer under AS
21.27, agent and broker. The agent represents an insurance company
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through appointment and contract. On the other hand, the broker 
represents the purchaser of insurance. It is typical for an insurance 
producer to hold both types of license, fi purchaser of insurance 
usually does not knom, under mhich license a producer is acting. Most 
insurance producers do try to balance the interests of the purchaser 
of couerage and the prouider of couerage, and some do this quite mell. 
Normally this is not an issue of concern, but mhen a producer becomes 
insoluent or has misused trust account monies, the issue can be uery 
important.

If an agent collects premium funds for an insurer, the insurer is 
deemed to haue receiued those funds mhether they are sent to the 
insurer or not. lllhen the insurer sends notice of cancellation for 
nonpayment of premium, the insured need only shorn his cancelled 
check and the couerage mill be reinstated.

If a broker misappropriates premium funds, and does not pay them to 
the insurer or intermediary, and a notice is sent by the company mhich 
has not receiued payment, the couerages are generally not reinstated. 
The Diuision has had tmo major cases of this description and a number 
of smaller ones, mhere the public has been hurt. The resolution is to 
prouide that mhen a broker places couerage mhich can be euidenced 
by a binder, issuance of a policy, or some acknomledgement from the 
insurer or its representetiue, then the insurer is considered to haue 
receiued those funds mhether it has or not. The broker is considered 
to be the agent of the company for purposes of premium collection.

Rn additional issue, is the need to haue the producer collecting funds 
at the initiation of the transaction, clearly state that he is acting as a 
broker and couerages are not bound un+il confirmed by an insurer, or 
to return the funds to the purchaser of couerage.

One group of persons mho could be aduersely impacted mith "agent as 
broker", is the mholesale broker or general agent mho is in betmeen 
the producing broker and the insurance company. It is possible that 
they might bear the financial brunt of this solution. Relief is offered 
by alloming them to access to the brokers' bond.
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PRODUCER FINANCIAL /  F1DUCIRRV ACCOUNTS

The Diuision has been morking mith the Alaska Association of 
Independent Insurance Agents and Brokers concerning financial 
problems mith some insurance agents and brokers and their handling 
of insurance premium monies. To this end, me haue aided in 
deueloping some clarifications to those sections of the insurance 
code.

Agents and brokers are required to receiue insurance premium monies 
in a fiduciary capacity. Unfortunately, the firs t sign that all is not well 
mith an agents' or brokers' fiduciary account is mhen it is too late. 
One good indicator of a deueloping problem mould be good accounting 
records accessible by the Diuision, mhich are required mith this bill.

The Diuision has need of tools that can be used to resolue fiduciary 
and financial difficulties at an earlier point in time. One tool is the 
ability to reuiern financial summaries or detail, such as trial balance, 
income statement, journal detail, etc. in a Diuision of Insurance office 
for euamination mhen requested. These documents mould be 
confidential.

The clarifications addressed in this issue coupled mith the Broker as 
Rgent resolution should mauimize protection to insurance purchasers.

PRO RRTR ON CANCELLATIONS

There are tmo basic methods of computing return premium on a 
cancelled policy. In industry parlance, these are referred to as short 
rate and pro rata. Short rate is used on a cancellation initiated by the 
insured and has a built-in penalty. Pro rata is used on cancellations 
initiated by the insurance company and the earned portion of premium 
is proportionate to the period of couerage. The short rate method of 
computation is often a cause for complaint and in our uiew is no 
longer necessary. It mas originally intended to reflect an enpense of 
the insurer that mas, fo r the most part, beyond the insurers' control. 
The Diuision has considered the elimination of short rate by regulation,
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but authority is uague.

OLIEN TRUST DEPOSITS

This issue is considered the #1 priority legislative need this session 
and it relates to the trust fund requirements for alien surplus lines 
insurers wishing to do business in Hlaska. fln alien insurer is one 
formed under the laws of a country other than the United States.

fit the present time, AS 21.34.040(c) prouides that an alien surplus 
lines insurer must maintain a trust fund for the benefit of 
policyholders in the United States in an amount not less than $3.5 
million. That $3.5 million figure is scheduled to increase to $5 million 
on June 20, 1987. This portion of the bill would eliminate this 
scheduled increase and reduce the trust fund requirement to $1.5 
million, the leuel required before June 20, 1985.

This proposal would avoid the necessity to declare as ineligible, 
apprommatcly 95% of the alien surplus line companies doing business 
in the Alaska market. There is a great deal of concern about the 
reduction of available insurance markets for euposures in this state. 
I f the current language in statute were to be enforced, many insurers 
who now provide valuable markets would be ineligible for use here. 
Alaska is out of step with the rest of the country on this issue where 
the norm is a deposit of $1.5 million. This proposal does not impact 
the minimum capital and surplus required of alien insurers.

NURSE COUERAGE

This proposal will add nurses to the list of health care professionals 
who can obtain professional liability insurance from the Medical 
Indemnity Corporation of Alaska which was formed under RS 21.88 in 
1976. This is primarily a backup action since nurses haue recently 
been able to put together a national program that appears to resolve 
their availability difficulties. The Diuision of Insurance has no 
objection to this proposal.
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RELOCATION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in flS 21.90. In 
addition, chapters contain definitions that in some cases haue a more 
general application. These should be located in the general definition 
chapter. The changes in this case are not substantiue, but merely 
represent relocation luith one exception, the definition of "firm ," 
Luhich has been preuiously noted.

BEMQURL OF OBSOLETE OR OUPLICflTILIE PROLUSIONS

The present Insurance Code was adopted in 1966. fit the time of 
adoption, there mere a number of prouisions intended to preuent 
disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ years haue passed and the sections are obsolete. 
Included in the repeal is a section that duplicates prouisions of the 
ethics bill adopted by the Fourteenth Legislature.
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QUERUIEIl)

This committee substitute encompasses about 12 insurance issues in 
one "omnibus" bill on insurance issues. Most of the items contained in 
the bill haue, at one time or another, been requested by the Diuision of 
Insurance. The Diuision of Insurance supports this legislation.

The material that folloios mill attempt to identify each issue 
addressed by the bill, euplain the purpose and to comment section by 
section. Numerous ammendments suggested preuiously haue been 
incorporated in this bill.

For ease in tracking the uarious issues, me haue prouided page breaks 
folloming the commentary o:; each issue. The issues are:

General flgents /  Managers (Pages 2-3)
Continuous License (Pages 4-6)
Firm /  Indiuidual License (Page0 7-9)
Commercial Cancellation (Pages 10-13)
Broker Bond (Page 14)
Broker as Rgent (Pages 15-16)
Producer Financial /  Fiduciary Recounts (Pages 17-18)
Pro Rata on Cancellations (Page 19)
Rlien Trusts Deposits (Page 20)
Nurse Couerage (Page 21)
Relocation of Definitions (Page 22)
Remoual of Obsolete or Duplicatiue Prouisions (Page 23)
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GENERAL AGENTS /  MflNRGERS

This issue eliminates confusion mith RS 21.09.280, mhich currently 
attempts to distinguish betmeen "general agents" mho are required to 
be licensed and "managers" mho are not. It is a distinction that has 
been difficult to apply. The basic role of both entities is often the 
same, and the Alaska insurance Code does not adequately make a 
distinction betmeen the tmo. The bill eliminates references to 
managers and requires ail general agents to be licensed. It then lists 
those specific entities that mill not be considered general agents.

Section I. (Page 1, Lines 9-20)

RS 21.09 deals mith insurance companies that apply for and are issued 
a Certificate of Authority. These companies haue elected to make 
themselues subject to regulation by the Alaska Director of Insurance 
and are referred to as admitted companies. The change in this Section 
makes it clear that an admitted company may only do business 
through persons or entities licensed by filaska including general 
agents.

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)

This Section remoues the references to managers. In §(b), the point 
that the general agent is licensed in the same manner as an agent 
licensed under RS 21.27, is clarified. This is a uiem that the Diuision 
has applied in practice, but is more than a little uague in statute.

In §(c), the reference to RS 21.27.500 is remoued since its content is 
incorporated in the neut Section.

Section 5. (Page 2, Lines 17-29; Page 3, Line 1-2)

§ (f) in this Section, moues a prouision from RS 21.27.500. It prouides 
that salaried employees of an insurance company are not subject to 
license for their actiuities on behalf of the insurer, euen though that
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octiuity may haue the same appearance as a general agent.

§(g) enempts persons or entities mho perform general agent type 
seruices for an insurance company mhen that person or entity is:

(1) a subsidiary of the insurance company;
(2) the omner of the insurance company; or
(3) omned by the holding company that omns the insurance 

company.

Section 45. (Page 30, Lines 13-15)

This Section includes a repeal of AS 21.27.500, on line 14.
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CONTINUOUS LICENSE

This bill introduces a continuous insurance license for agents, brokers, 
solicitors, adjusters, and general agents, rather than the current 
system requiring annual renemal. fill licensees, homeuer, mill still pay 
an annual fee, and failure to pay mill result in reuocation or 
suspension of the license. This change should reduce the papermork 
currently handled by the Diuision.

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)

Continuous license language appears on Page 2, Lines 9-13.

Section 4. (Page 3, Lines 3-10)

Reference to renem is remoued on Lines 5 & 6. The change on Line 9 is 
not substantiue.

Section 5. (Page 3, Lines 11-28)

RS 21.27.030(a)(1) is a controlled business prohibition. The substance 
of this paragraph has been moued to the neut Section. §(a) is reuised 
in a may to deal mith the nem applicant. Continuing licenses are 
addressed in the Section 6. Reference to renemal has been remoued.

Section 6. (Page 3, Line 29; Page 4, Lines 1 -7)

This addition to RS 21.27.030 addresses the controlled business 
prohibition on an issued license.

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

Reference to renemal remoued on Page 5, Line 6.
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Reference to date of expiration is remoued on Page 7, Line 2.

Section 12. (Page 7, Lines 26-29; Page 8, Lines 1-9)

This Section addresses licenses fo r nending machines that dispense 
policies of personal trauel accident insurance. The only change of 
substance is that on Page 8, Line 3 inhere reference to annual 
continuation and expiration is remoued.

Section 13. (Page 8, Lines 10-22)

The references to renemal are addressed on Lines 11-13.

Section 17 (Page 9, Lines 15-19)

The reference to renemal appears on Line 17.

Section 18. (Page 9, Lines 20-26)

The reference to date of expiration is remoued on Line 24.

Section 22. (Page 11, Lines 11-27)

This Section has been completely remorked to reflect continuous 
licenses. In §(a) and §(b), annual fee dates d iffe r in some cases from 
current renemal dates. Under present lam, resident licenses expire on 
June 30, except for brokers, mhich expire on December 31. 
Nonresident agent and brokers expire a year from issue and 
nonresident adjusters on June 30. The continuation fee proposed 
mould be due on all agents, solicitors, or adjusters on June 30, and all 
brokers on December 31.

Section 10. (Page 6, Lines 15-29; Page 7, Lines 1-3)
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The only other substantiue change appears in §(d) cohere the sur­
charge for late renewal is established by regulation. This concept is 
already the case for all other fees of the Diuision of Insurance.

Section 24. (Page 12, Lines 16-29; Page 13. lines 1-19)

The reference to refuse to renew is remoued on Page 12, Line 18. 
Surplus lines broker licenses are not being changed to continuous 
license. This accounts for the inserted language on Lines 19 and 20. 
This type of licensee is the one that prouides entry to the nonadmitted 
market place and is required to post a $200,000 bond. Further, 
producers of business for risk retention groups or risk purchasing 
groups under the recently passed Federal law must haue this type of 
license. UJe would prefer to see how things are going to shape up 
with the new Federal Ret before we recommend a change

Section 26. (Page 13, Lines 25-29; Page 14, Lines 1-7)

References relating to renewal remoued.

Section 27. (Page 14, Lines 8-19)

References relating to renewal remoued.

Section 28. (Page 14, Lines 20-29)

References relating to renewal remoued.

Section 29. (Page 15, Lines 1-7)

Reference relating to eupiration remoued.

Section 41. (Page 23, Lines 28-29; Page 24, Lines 1-5))

Reference relating to renewal rentoueu.

Page 6
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FIRM /  INDUUDURL LICENSE

This portion of the bill creates a neiu distinction betioeen indiuidual 
licenses issued to indiuidual persons, and firm licenses issued to 
associations of indiuidual licensees. Under current laiu, persons 
operating under a firm's license do not typically hold an indiuidual 
license, but are named to act on the firm license. This renders 
indiuidual accountability difficult. In some cases there is a constant 
actiuity on a firm 's license file as indiuiduals are added or deleted.

Also under current lam, adjusting firms are not licensed, only 
indiuiduals. We haue enperienced situations mhere firms haue ignored 
Rlaska Lam to the detriment of the public and indiuidual licensees 
mithin the firm. This entends the accountability principle to adjusting 
firms. It mill giue the Diuision of Insurance a better regulatory 
ouersight of the industry by requiring that euery person selling or 
adjusting insurance contracts, mhether indiuidual or firm, haue the 
appropriate license.

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

This Section concerning eKamination of applicants for insurance 
license has been changed to apply to indiuidual licensees. Since each 
indiuidual is licensed it is not necessary to require that a firm be 
enamined. This is accomplished mith insertions at Page 4, Line 10 and 
Page 5, Line 3.

Section 8. (Page 5, Lines 10-29; Page 6, Lines 1-8)

This Section addresses the qualifications for license. It has been 
modified to make it applicable to indiuidual licensees. The language on 
Page 6, Lines 1 and 2, auoid additional papermork by prouiding that a 
person acting on behalf of a firm is couered by the firm 's appointment.

Section 9. (Page 6, Lines 9-14)
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This Section also addresses the qualifications for license. It applies to 
firm licenses.

Section 10. (Page 6, Lines 15-29; Page 7, Line 1-3)

The only changes of substance in this Section are found on Page 6, 
Lines 22-25. The distinction betmeen firm and corporation is remoued. 
B definition for firm is introduced in Section 43 on Page 28, Lines 8-11. 
Also, the only person to be named on a firm license mill be the 
principal or manager of the firm.

Section 11. (Page 7, Lines 4-25)

This Section requires that the firm be licensed to the same entent as 
persons employed jy  the firm. Use by a firm of unlicensed persons 
mho are required to be licensed is cause fo r reuocation or suspension.

Section 14. (Page 8, Lines 23-26)

This Section prouides that the firm broker bond couers indiuidual 
broker members of the firm.

Section 23. (Page 11, Lines 28-29; Page 12, Lines 1-15)

This Section addresses temporary licenses. It prouides for a 
temporary license if the principal or manager should die. This is not a 
substantiue change.

Section 25. (Page 13, Lines 20-24)

Since persons are no longer designated in the license to enercise its 
pomers, the language has been reuised to acting on behalf of the firm.
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Section 45. (Page 26, Lines 28-29; Page 27, Lines 1-29;
Page 28, Lines 1-29; Page 29, Lines 1-28)

Definition of "firm u introduced on Page 28, Lines 8-11.

Section 45. (Page 30, Lines 13-15)

AS 21.27.040(b) is repealed. This is the subsection that requires firms 
to designate all indiuiduals on the firm license.
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COMMERCIAL CANCELLATION

RS 21.36.210 - 310 currently places a limitation on an insurance 
company's right to cancel in mid-term, personal lines of insurance, 
such as automobile insurance or homeowners insurance. This whole 
section of law de8ls with insurer initiated cancelations. The 
insurance crisis of the past few years, accented the n^ed that this 
kind of protection should also be prouided fo r commercial policies.

To accomplish this, it is necessary to substantially rework RS
21.36.210 - 310. fl number of sections haue been relocated and a 
distinction made between personal insurance and business or 
commercial insurance. The personal insurance limitation is unchanged 
encept that notice period has been reuised.

The business or commercial insurance notice has a similar period. This 
statute is similar to those in other states w ith one major enception. 
The proposed bill requires that any unearned premium be returned to 
the insured before the effectiue date of cancellation.

The normal period of notice for cancellation will be 60 days. Notice for 
nonpayment will be 20 days. Notice for special reasons such as 
suspension or reuocation of license, conuiction of a crime related to 
the type of couerage prouided, and material misrepresentation will 
haue a 10 day notice. Notice of nonrenewal will remain at 20 days for 
personal insurance and will be 45 days for commercial nonrenewals.

Section 31. (Page 16, Lines 13-24)

No substantiue change.

Section 52. (Page 16, Lines 25-29; Page 17, Lines 1-2)

No substantiue change. This is merely a relocation of RS 21.36.300. 
Reference U- some receptions has been deleted since those will be 
picked up under the commercial or business definition.
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Section 55. (Page 17, Lines 3-21)

No substantiue change.

Section 54. (Page 17, Lines 23-29; Page 18, Lines 1-20)

This Section establishes the permissible reasons for cancellation of a 
business or commercial insurance policy. In addition, the Director of 
Insurance is granted discretion in the euent another ualid reason to 
cancel has not been anticipated with this legislation. Reference to 
cancellations for changes in reinsurance, financial condition, change in 
law, and encessiue claims, haue been remoued since those are 
appropriately considered with a prior approual mechanism.

Su gqested Amendment

Many commercial or business policies are w ritten with conditions that 
require some form of cooperation on the part of the person insured. 
For enample, a policy whose premium is based on payroll will 
generally contain an audit feature or a requirement fo r the insured to 
prouide periodic reports concerning the amount of payroll. I f an 
insured refuses to prouide this kind of data, the insurer can not 
determine whether the estimates on which the policy is based are 
accurate. Such a refusal to prouide is a reasonable cause for 
cancellation of the insurance policy. We would suggest that an 
additional reason for cancellation be inserted on Page 18 between 
Lines 13 and 14 which would read:

"(7) failure or refusal to prouide data or information necessary 
to confirm enposure or on which to base policy premium."

Section 55. (Page 18, Lines 21-29; Page 19, Lines 1-7)

This Section lists the notice periods for personal insurance.

Section 56. (Page 19, Lines 8-29; Page 20, Lines 1-15)
Page 11
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§(b) of this Section establishes the notice periods for business or 
commercial insurance.

§(c) requires the return of unearned premium prior to the effectiue 
date of cancellation. I f the cancellation is for nonpayment, return of 
unearned premium must occur within 45 days a fte r cancellation. 
Audits on auditabie policies must also be made before the effectiue 
date of cancellation and unearned premium returned before the 
enpiration of the policy, where the reason for cancellation is other 
than nonpayment. While this m8y cause some difficu lty for the 
insurer, it should be remembered that this speaks to an insurer 
initiated cancellation, insurers can use tentatiue or projected 
numbers for the period following the notice of cancellation. They 
know they are going to cancel, so they can also control the audit 
process. The insured with an auditabie policy is entitled to the same 
protection as an insured with a nonauditable policy. The insurer may 
elect to waiue an audit on cancellation, which is their right currently. 
I f the Diuision finds that the waiuer is not in the insureds interest, it 
can require that an audit be made under §(e).

§(d) requires that cancellation be made by certified mail w ith a return 
receipt requested. §(d) also requires that in the euent notice is 
returned undeliuerable, that an additional good faith e ffo rt to contact 
the insured be made.

Suggested Amendment

The Dwision of Insurance is uncomfortable with the prouision that an 
"additional good faith e ffo rt to contact the insured" be made. We 
would prefer to see a more definable action described if an additional 
effort is to be required. I f an additional effort is required, we belieue 
it should be specifically defined or that specific authority be giuen the 
Director of Insurance to define it by regulation.

Option 1. Delete sentence starting on Page 20, Line 7 with the 
word "If" and ending on Page 20, Line 10.

Option 2. ruuGiiiing the WOi'd "e ffo rt" OH r aye 2u, LiPe 9, delete 
the words "to contact the insured" and insert ", as defined in
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regulations adopted by the director, to deliuer notice"

§(e) prouides that the Director has the authority to order an audit 
warned by an insurer under §(c). This would be done when the director 
belieues an insurer is acting unfairly to an insured.

§(f) clarifies that a reason fo r cancellation will be giuen in all cases.

Section 57. (Page 20, Lines 16-29; Page 21, Lines 1-3)

The notice of nonrenewal is unchanged for personal insurance at 20 
days. The notice of nonrenewal for business or commercial insurance 
is 45 days.

Section 58. (Page 21, Lines 4-13)

No substantiue change.

Section 40. (Page 21, Line 1; Page 22, Lines 1-29;
Page 23, Lines 1-27)

The definition of "business or commercial insurance" is new. The 
remainder of the changes in this Section are not substantiue. The limit 
on cancellation will entend to uessels under 50 displacement tons 
which will couer most of Alaska's fishing fleet.

Section 45. (Page 30, Lines 13-15)

AS 21.36.210(c) is repealed as it is not needed.

RS 21.36.210(e) is repealed because it has been relocated in the 
definition of ."personal insurance" on Page 23, Lines 1-16.

RS 21.36.230 is repealed as it is not needed.

AS 21.36.300 is repealed because it has been moued to Section 32.
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BROKER BOND

This section proposes to increase the bond required of a broker from 
the current $5,000 to $10,000. The bond is auailable for the people of 
the state. The increased bond null haue an increased cost, but the 
amount is not ewcessiue This is not a Diuision of Insurance proposal, 
but me haue no objection to it.

Section 15. (Page 8, Lines 10-22)

The increased bond amount appears on Lines 16 and 18.
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BROKER RS AGENT

Rlaska currently licenses two kinds of insurance producer under RS
21.27, agent and broker. The agent represents an insurance company 
through appointment and contract. On the other hand, the broker 
represents the purchaser of insurance. It is typical fo r an insurance 
producer to ho‘d both types of license, fl purchaser of insurance 
usually does not knom, under mhich license a producer is acting. Most 
insurance producers do try to balance the interests of the purchaser 
of couerage and the prouider of couerage, and some do this quite mell. 
Normally this is not an issue of concern, but mhen a producer becomes 
insoluent or has misused trust account monies, the issue can be uery 
important.

I f an agent collects premium funds fo r an insurer, the insurer is 
deemed to haue receiued those funds mhether they are sent to the 
insurer or not. When the insurer sends notice of cancellation for 
nonpayment of premium, the insured need only shorn his cancelled 
check and the couerage mill be reinstated.

I f a broker misappropriates premium funds, and does not pay them to 
the insurer or intermediary, and a notice is sent by the company mhich 
has not receiued payment, the couerages are generally not reinstated. 
The Diuision has had tmo major cases of this description and a number 
of smaller ones, mhere the public has been hurt. The resolution is to 
prouide that mhen a broker places couerage mhich can be euidenced 
by a binder, issuance of a policy, or some acknomledgement from the 
insurer or its representatiue, then the insurer is considered to haue 
receiued those funds mhether it has or not. The broker is considered 
to be the agent of the company for purposes of premium collection.

fln additional issue, is the need to haue the producer collecting funds 
at the initiation of the transaction, clearly state that he is acting os a 
broker and couerages are not bound until confirmed by an insurer, or 
to return the funds to the purchaser of couerage.
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Section 15. (Page 8, Lines 10-22)

This Section deals w ith the brokers' bond. One group of persons who 
could be aduersely impacted with "agent as broker", is the wholesale 
broker or general agent who is in between the producing broker and 
the insurance company. It is possible that they might bear the 
financial brunt of this solution. Relief is offered by allowing them to 
access to the brokers' bond.

Section 15. (Page 8, Lines 27-29; Page 9, Line 1)

This Section makes clear the fact that the broker cannot bind an 
insurer.

Section 16. (Page 9, Lines 2-14)

This Section establishes the concept of "broker as agent for purposes 
of premium collection." (d) newly prouides that a broker may not 
knowingly accept payment for couerage until that couerage is 
authorized by an insurer.
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PRODUCER FINRNC1BL /  FiDUClBPV RCCOUNTS

The Diuision has been working with the Rlaska Association of 
Independent Insurance Rgents and Brokers concerning financial 
problems with some insurance agents and brokers and their handling 
of insurance premium monies. To this end, we haue aided in 
deueloping some clarifications to those sections of the insurance 
code.

Rgents and brokers are required to receiue insurance premium monies 
in a fiduciary capacity. Unfortunately, the first sign that all is not well 
with an agents' or brokers' fiduciary account is when it is too late. 
One good indicator of a deueloping problem would be good accounting 
records accessible by the Diuision, which are required with this bill.

The Diuision has need of tools that can be used to resolue fiduciary 
and financial difficulties at an earlier point in time. One tool is the 
ability to reuiew financial summaries or detail, such as trial balance, 
income statement, journal detail, etc. in a Diuision of Insurance office 
for enamination when requested. These documents would be 
confidential.

The clarifications addressed in this issue coupled with the Broker as 
Rgent resolution should manimize protection to insurance purchasers.

Section 19. (Page 9, Lines 27-29; Page 10, Lines 1-9)

This is a new requirement specifically requiring an agent or broker to 
haue accounting and financial records and to maintain them in 
accordance with generally accepted accounting principles. These 
records are auailable for reuiew and are confidential when in the 
possession of the director.

Section 20. (Page 10, Lines 10-21)

§(b) contains the requirement for a premium fiduciary account. The 
change clarifies the fact that other funds can not be commingled with
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it eucept as specifically permitted in Section 21.

Section 21. (Page 10, Lines 22-29; Page 11, Lines 1-10)

§(d) permits a limited commingling of nonpremium funds in the 
fiduciary account fo r specific premium related purposes. Accounting 
for nonpremium funds is required.

§{e) makes clear that the premium funds required to be in the 
fiduciary account can not be used or represented *o be asset funds. 
Funds optionally permitted to be in the fiduciary account, such as 
reserue funds are an asset of the agent or broker.

§(f) introduces a definition for "fiduciary account."
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PRO RflTR ON CANCELLATIONS

There are two basic methods of computing return premium on a 
cancelled policy. In industry parlance, these are referred to as short 
rate and pro rata. Short rate is used on a cancellation initiated by the 
insured and has a built-in penalty. Pro rata is used on cancellations 
initiated by the insurance company and the earned portion of premium 
is proportionate to the period of couerage. Th^ short rate method of 
computation is often a cause for complaint and in our uiew is no 
longer necessary. It was originally intended to reflect an enpense of 
the insurer that was, fo r the most part, beyond the insurers' control. 
The Diuision has considered the elimination of short rate by regulation, 
but authority is uague.

Section 59. (Page 21, Lines 14-28)

This Section requires pro rata cancellation and effectiuely prohibits 
short rate cancellation.

Section 46. (Page 30, Lines 16-18)

This Section makes clear that this new requirement does not affect 
in-force contracts, thus sidestepping potential constitutional 
conflicts.
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RL1EN TRUST DEPOSITS

This issue is considered the priority legislatiue need this session 
and it relates to the trust fund requirements for alien surplus lines 
insurers wishing to business in Rlaska. fin alien insurer is one formed 
under the laws of a country other than the United States.

fit the present time, RS 21.34.040(c) prouides that an alien surplus 
lines insurer must maintain a trust fund fo r the benefit of 
policyholders in the United States in an amount not less than $3.5 
million. That $3.5 million figure is scheduled to increase to $5 million 
on June 20, 1987. This portion of the bill would eliminate this 
scheduled increase and reduce the trust fund requirement to $1.5 
million, the leuel required before June 20, 1985.

This proposal would auoid the necessity to declare as ineligible, 
approximately 95% of the alien surplus line companies doing business 
in the Alaska market. There is a great deal of concern about the 
reduction o f auailable insurance markets for enposures in this state. 
I f the current language in statute were to be enforced, many insurers 
who now prouide ualuable markets would be ineligible for use here. 
Alaska is out of step with the rest of the country on this issue where 
the norm is a deposit of $1.5 million. This proposal does not impact 
the minimum capital and surplus required of alien insurers.

Section 50. (Page 15, Lines 8-29; Page 16, Lines 1-12)

The language to accomplish the change noted aboue appears on Page 
15, Lines 21-22. Other changes are not substantiue.

Section 47. (Page 30, Lines 19-20)

This Section is an immediate effectiue date for Section 30 only.
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NURSE COUEBRGE

This proposal will add nurses to the list of health care professionals 
who con obtain professional liability insurance from the Medical 
Indemnity Corporation of Alaska which was formed under AS 21.88 in 
1976. This is primarily a backup action since nurses haue recently 
been able to put together a national program that appears to resolue 
their auailability difficulties. The Diuision of Insurance has no 
objection to this proposal.

Section 42. (Page 24, Lines 6-29; Page 25, Lines 1-29;
Page 26, Lines 1-27)

"Nurse" or "nurses", is added on Page 24, Lines 10, 13, 16, 24, 25, and 
28; and on Page 26, Line 21.
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RELOCATION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in AS 21.90. In 
addition, chapters contain definitions that in some cases haue a more 
general application. These should be located in the general definition 
chapter. The changes in this case are not substantiue, but merely 
represent relocation luith one euception, the definition of "firm ," 
mhich has been already discussed on Page 0-9, under Sections 10 and 
43.

Section 45. (Page 26, Lines 28-29; Page 27, Lines 1-29;
Page 28, Lines 1-29; Page 29, Lines 1-28)

§(1), "adjuster" on Page 27, Lines 1-8, mas formerly RS 21.27.510(a).

§(2), "agent" on Page 27, Lines 9-13 , was formerly AS 21.27.470.

§(5), "broker" on Page 27, Lines 20-27, was formerly RS 21.27.480.

§(11), "firm" on Page 28, Lines 8-11, is new. See discussion on Page 8.

§(13), "independent adjuster" on Page 28, Lines 15-16, was formerly 
AS 21.27.510(b).

§(20), "solicitor" on Page 29, Lines 14-17, was formerly AS 21.27.490.

Section 44. (Page 29, Line 29: Page 30, Lines 1-12)

This Section was formerly AS 21.27.520. No substantiue change.

Section 45. (Page 30, Lines 13-15)

AS 21.27.470, AS 21.27.480, AS 21.27.490, AS 21.27.510, & RS 21.27.520 
are repealed as discussed in Sections 43 and 44 aboue.
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REMOURL OF OBSOLETE OR DUPLICRT1UE PROUISIONS

The present Insurance Code mas adopted in 1966. flt the time of 
adoption, there mere a number of prouisions intended to preuent 
disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ years haue passed and the sections are obsolete. 
Included in the repeal is a section that duplicates prouisions o f the 
ethics bill adopted by the Fourteenth Legislature.

Section 45. (Page 30, Lines 13-15)

RS 21.03.030, RS 21.03.040, RS 21.03.050 and RS 21.06.040 are 
repealed.
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O r i g i n a l  s p o n s o r s :  N a v a r r e ,  Swackhammer
and Sund

IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE B IL L  NO. 46 ( J u d i c i a r y )

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - F IRST  SESSION 

A B IL L
F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  i n s u r a n c e ;  and p r o v i d i n g  f o r  an

e f f e c t i v e  d a t e . "
BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 2 1 . 0 9 . 2 5 0  i s  amended t o  r e a d :
Sec .  2 1 . 0 9 . 2 5 0 .  PROHIBITED ACTS. An i n s u r e r  do ing b u s i n e s s  in  

t h i s  s t a t e  may n o t  make, w r i t e ,  p l a c e  o r  cause  t o  be made, w r i t t e n  o r  
p l a c e d  in  t h i s  s t a t e  a p o l i c y ,  d u p l i c a t e  p o l i c y  o r  c o n t r a c t  o f  i n s u r ­
ance o f  any k i n d  o r  c h a r a c t e r ,  o r  g e n e r a l  o r  f l o a t i n g  p o l i c y  upon 
p e r s o n s  o r  p r o p e r t y  r e s i d e n t ,  s i t u a t e d  o r  l o c a t e d  i n  t h i s  s t a t e ,  f r om  
o r  t h rough  a b r o k e r ,  ag en t ,  g e n e r a l  a g e n t ,  s u r p l u s  l i n e  b r o k e r ^  o r  
p e r s o n  who has  n o t  secu red  a l i c e n s e  i n  t h i s  s t a t e .  An i n s u r e r  may 
n o t  pay a comm iss ion  o r  any f o rm  o f  r e m u n e r a t i o n  t o  a p e r s o n ,  f i r m ^  o r  
o r g a n i z a t i o n  f o r  th e  w r i t i n g  o r  p l a c i n g  o f  i n s u r a n c e  cove rage  i n  t h i s  
s t a t e  u n l e s s  t h a t  p e r s o n ,  f irm^_ o r  o r g a n i z a t i o n  h o l d s  a l i c e n s e  i s s u e d  
by the  d i r e c t o r .

*  Sec .  2 .  AS 2 1 . 0 9 . 2 8 0  i s  amended t o  r e a d :
Sec .  2 1 . 0 9 . 2 8 0 .  GENERAL AGENTS [AND MANAGERS]. ( a )  An i n s u r e r  

a p p o i n t i n g  a p e r s o n  as i t s  g e n e r a l  a g e n t  [OR MANAGER] to r e p r e s e n t  i t  
i n  t h i s  s t a t e  s h a l l  f i l e  n o t i c e  o f  t h e  a p p o in tm en t  w i th  the  d i r e c t o r  
on fo rm s  p r e s c r i b e d  and f u r n i s h e d  b y  t h e  d i r e c t o r .

( b )  A g e n e r a l  agent [OR MANAGER] has  th e  a u t h o r i t y ,  c o n s i s t e n t  
w i t h  t h i s  t i t l e ,  t h a t  may b e  c o n f e r r e d  by t h e  i n s u r e r .  A g e n e r a l  
a g e n t ,  r e s i d e n t  o r  n o n r e s i d e n t ,  q u a l i f i e d  i n  AS 2 1 . 2 7 . 0 9 0 ,  l i c e n s e d  as 
p r o v i d e d  i n  t h i s  s e c t i o n  i n  t h e  same manner as i s  p r o v id ed  f o r  agen ts

- 1 -  CSHB 4 6 ( J u d )
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in AS 2 1 . 2 7 , may exercise the p o w e r s  conferred by this title upon 

a g e n t s  licensed for the kinds of insurance that the general agent is

a u t h o r i z e d  to transact for the i n s u r e r  appointing the agent.

(c) The [EXCEPT AS PROVIDED U N D E R  AS 21.27.500, THE] appointment 

of a resident or nonresident g e n era l agent is not effective unless the 

p e r s o n  appointed is licensed as the general agent of the insurer by 

the director upon application and p a yme nt of a fee set under AS 21.- 

06.250.

(d) Every license is subject to the payment of an annual fee set 

u n d e r  AS 21.06.250 and payable on or before [EXPIRES AT] the close of

b u s i n e s s  on the 30th day of June of each year [FOLLOWING THE D A T E  OF

ISSUE, AND M A Y  BE RENEWED FOR AN A D D I T I O N A L  Y EAR UPON APPLICATION AND 

P A Y M E N T  OF THE FEE].

(e) The director may deny, suspend, or revoke a license f o r  any 

c a u s e  specified in AS 21.27.410 in the manner pro vi d e d  in AS 21.27.- 

420.

* Sec. 3. AS 21.09.280 is amended b y  adding n e w  subsections to read:

(f) Persons employed on s a l a r y  by an insurer, including officers 

a n d  salaried employees performing the same services as general agents,

a r e  considered to be service r e p r e s e n t a t i v e s  and are not required to

be licensed.

(g) For purposes of this section, a person, firm, or corporation 

that performs m a n a g e m e n t  services for an insurer is not considered a 

g e n e r a l  agent if

(1) the person, firm, or corporation is a wholly-ownec

subsid iary of the insurer;

(2) the person, firm, o r  corporation w h o l l y  owns the i n s u r­

er ; or

(3) the person, firm, or corporation is a wholly-ownec

CSHB 4 6 (Jud) -2-
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subsidia ry of the insurance holding comp any that owns or controls the 

i n s u r e r .

*  Sec. A. AS 21.27.020 is amended to read:

Sec. 21.27.020. G E N E R A L  QUA LIFICATIONS F OR LICENSE. For the 

p rotection of the people of this state, the director may not issue [OR 

RENEW] a license except in compliance w i t h  this chapter [ , OR] to a 

p e r s o n , or to be exercised by [,] a p e r s o n ^  found by the director to 

be u n t r u s t w o r t h y ,  incompetent, or w h o  has not established to the 

satisfa ction of the d i r ector that the p e rson is qualified under [IN 

A C C O R D A N C E  W I T H ] this chapter.

* Sec. 5. AS 21.27.030(a) is amended to read:

(a) The director m a y  not grant an agent, solicitor, or broker 

license to a person if the director has reasonabl e cause to believe 

that

[(1) DURING E I T H E R  OF THE T W O  C A L E N D A R  YEARS IMMEDIATELY 

PRECEDI NG THE R E QUES T F O R  RENEWAL OF T H E  L I C E N S E  THE AGGR EGATE AMOUNT 

OF C O M M I S S I O N S  RE PRES E N T E D  BY THE CONTR O L L E D  BUSINESS PROCURED BY OR 

THROUGH T H E  L I C E N S E E  E X C EEDE D THE A G G R E G A T E  A M O U N T  OF COMMISSIONS 

R E P R E S E N T E D  BY ALL O T H E R  INSURANCE BUSINESS PROCURED BY O R  THROUGH THE 

LICENSEE; OR

(2)] the circumstances of the appli cant for the license [OR 

OF A L I C E N S E E ]  are such [AS TO C AUSE THE D I R E C T O R  REASONABLY TO 

BELIEVE] that during the 12-month p er iod immediately following issu­

ance [OR RENEWAL] of the license, if issued [OR. RENEWED], the aggre­

gate a m o u n t  of commissions to be re pres e n t e d  by the controlled b u s i­

ness w o u l d  e x c e e d  the aggregate amount of commissions to be r e p r e­

sented b y  all other insurance business to be procured by or through 

the a p p l i c a n t  [OR LICENSEE].

* Sec. 6. AS 21.27.030 is amended by a d ding a n e w  subsection to read:

-3- CSHB 46(Jud)
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(d) The director may revoke an agent, solicitor, or broker 

license if the director has reasona ble cause to believe that during 

either of the two preceding calenda r years the aggregate amount of 

commissions represented by the c ontrolled business procured by or 

through the licensee exceeded the aggregate amount of commissions 

represented by all other insurance business procured by or through the 

l i c e n s e e .

* Sec. 7. AS 21.27.060 is amended to read:

Sec. 21.27.060. E X A M I N A T I O N  OF APPLICANTS. (a) Each applicant 

for an individual license as agent, broker, solicitor, or adjuster 

shall, before the issuance of the license, personally take and pass^ 

to the satisfaction of the d i r e c t o r ^  an examination given by the 

director as a test of the qualifi cations and competence of the a p p l i­

cant. This r e q u i r e m e r _ does not apply to

(1) applicants for limited licenses, as travel insurance 

agents only, under AS 21.27.150, or, at the discretion of the d i r e c­

tor, to applicants for licenses as d isabi lity insurance agents for the 

purpose of handl i n g  limited coverages pertaining to sports and r e c r e­

ation;

(2) applicants who at any time w i t h i n  the five-year period 

immediately p receding the date of app li c a t i o n  have been licensed in 

this state under a license requiring qualifications required b y  the 

license applied for and who are consid e r e d  by the director to be fully 

qualified and competent;

(3) applicants for license as nonresident agent or as 

nonresident b roke r w h o  have f u l f il led qualification requirements in 

their state or provinc e of r e s i dence  and w h o  are considered b y  the 

director to be fully qualified and competent;

(4) applicants for an agent or solicitor license covering 

CSHB 4 6 (Jud) -4-
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the same kinds of insurance as an agent's or solicitor's license then 

held by them.

(b) The di rector may at any time require an individual [A]

licensed as an agent, broker, solicitor, or adjuster to take and 

successfully pass an examination testing competence and qualifications 

as a condition to the continuance [OR R.ENEWAL] of the license if the 

licensee has been guilty of violation of this title, or has so c o n­

ducted affairs under the license as to cause the d irector reasonably 

to desire further evidence of the qualifications of the licensee.

* Sec. 8. AS 21.27.090(a) is amended to >ad:

(a) To qualify for an individual agent or broker license an 

applicant shall comply w i t h  this title and

(1) be 19 years of age or over [, IF AN I N D I V I D U A L ] ;

(2) if for a resident agent's or broker's license, be a 

bona fide resident before issuance of license [,] and actually reside 

in the state [RESIDING IN ALASKA, OR IF A C O R P O R A T I O N , BE OTHER THAN

AN INSURER AND M A I N T A I N  A  LAWFULLY ESTABLISHED PLACE OF BUSINESS IN 

THIS STATE, EXCEPT AS PROVIDED IN AS 21.27.270];

(3) [BE EMPOWERED TO BE AN A G E N T  OR BROKER, AS THE C "E MAY

BE, UNDER ITS MEMBERS' AGREEMENT, IF A FIRM, O R  BY ITS ARTICLES OF

INCORPORATION, IF A CORPORATION;

(4)] successfully pass any examination required under 

AS 21.27.060;

(4) [(5)] be a trustworthy person;

(5) [(6)] not use or intend to use [OR USE] the license for

the purpose p r i n c i p a l l y  of w r i ting controlled business, as defined in 

AS 21.27.030;

(6) [(7)] if for an agent license, be appointed as its

agent by one or more authorized insurers, subject to issuance of the

-5- CSHB 4 6 (Jud)
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l i c e n s e , except that: an individual acting on b e h a l f  of a firm is not 

required to have an appointment as an agent for that a c t i v i t y ;

(7) [(8)] if for broker license, have had experience either

as an agent, solicitor, adjuster, general agent, broker, or as an 

employee of insurers or representatives of insurers, or special e d u c a­

tion or training of sufficient duration and extent reasonably to

satisfy the director that the applicant possesses the competence 

ne c e s s a r y  to fulfill the responsibilities of broker.

* Sec. 9. AS 21.27.090 is amended by adding a n e w  subsection to read:

(c) To qualify for a firm agent or broker license an applicant

shall comply with this title and

(1) comply with (a)(5) and (6) of this section;

(2) if a corporation, m a i n t a i n  a lawfully established place 

of business in this state, except as provided in AS 21.27.270.

* Sec. 10. AS 21.27.130 is amended to read:

Sec. 21.27.130. CONTENT OF AGENT, BROKER, SOLICITGR LICENSES. 

Agent, solicitor, and broker licenses must [SHALL] be in the form the 

director prescribes, and must [SHALL] set out

(1) the name and address of the licensee, or if the lic­

ensee is requi red to have a place of business, the address of the 

place of business;

(2) if the agent or broker is a firm [OR C O R P O R A T I O N ] , the 

name of the principal or m a n a g e r  of the firm holding an individual 

license as required by AS 21.27.140 [EACH INDIVIDUAL AUTHORIZED TO 

EXERCISE THE POWERS CONFERRED BY TnE L I C E N S E ] ;

(3) the kind or kinds of insurance the licensee is [THERE­

BY] licensed to handle;

(4) if a solicitor's license, the name and address of the 

agent or broker represented by the solicitor;

CSHB 46(Jud) -6-
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(5) che condition under which the license is granted;

(6) the date of issuance [AND DATE OF EXPIRATION] of the

l i c e n s e .

* Sec. 11. AS 21.27. 140 is amended  to read:

Sec. 21.27.140. L I C ENSES TO FIRMS [AND CORPORATIONS]. A  firm 

shall have a firm license of the same degree as each individual l i­

censee acting on b ehalf of the firm. A firm [OR CORPORATION] m a y  not 

be licensed as an a d j u s t e r , agent^ or broker unless each individual 

acting as or representing to be an adjuster, agent, or broker on

behalf of the firm is licensed as an individual, and the principal or

manager of the firm is licensed as an individual to exercise all the

powers conferred bv the firm's license. If the licensee knov/s of and

consents to an act or representation on behalf of the firm bv an

individual v?ho is not licensed as required by th is chapter, that act

or r epres e n t a t i o n  [TO BE EMPOWERED AND DESIGNATED IN THE LICENSE TO

EXERCISE THE POWERS CONFERRED BY THE LICENSE IS QUALIFIED AS THOUGH 

THE INDIVIDUAL W E R E  THE SOLE INDIVIDUAL TO BE SO EMPOWERED, EXCEPT 

THAT A  FIR M O R  C O R P O R A T I O N  LICEN SED FOR ALL LINES MAY EMPOWER AND 

DESIGNATE A N Y  I N D I V I D U A L , O T H E R  THAN THE PRINCIPAL OR MANAGER, L I­

CENSED FOR ONLY P R O P E R T Y - C A S U A L T Y  OR LIFE-DISABILITY TO EXERCISE THE 

POWERS CONFERRED BY THE L I C E N S E  TO THE EXTENT THAT INDIVIDUAL IS 

QUALIFIED TO ACT. EXERCISE OR ATTEMPTED EXERCISE OF THE POWERS BY AN 

INDIVIDUAL NOT SO DESIGNATED, WITH THE KNOWLEDGE OR CONSENT OF THE 

LICENSEE,] is cause for the revocation or suspension of the firm 

l i c e n s e .

* Sec. 12. AS 21.27.170(b) is amended to read:

(b) The director shall issue to the agent a special vending 

machine license for each m a c h i n e  to be used. The license must [SHALL] 

specify the name and address of the insurer and agent, the name of the

-7- CSHB 46(Jud)
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policy to be sold, che serial n umbe r of the machine, and the place

where the m a c h i n e  is to be in operation. The license _is [SHALL BE]

subject to [ANNUAL CONTINUATION, TO EXPIRATION,] suspension or r e v o c a­

tion c o i n cidental ly w i t h  that of the agent. The director shall also 

revoke the license on a machine if the director finds that the c o n d i­

tions upon w h i c h  the m a c h i n e  was licensed, under [AS REFERRED TO IN] 

(a) of this section, no longer exist. Proof of the existence of a 

[SUBSISTING] license shall be displayed on or about each vending

machine in use in the m a n n e r  the director may reasonab ly require.

* Sec. 13. AS 21.27.190(a) is amended to read:

(a) Each appli cant for a b roker license [OR FOR THE RENEWAL OF A 

BROKER LICENSE E X I STING ON JULY 1, 1966,] shall file with the a p plica­

tion [OR REQUEST F O R  RENEWAL] and shall after that [THEREAFTER] m a i n­

tain in force w h i l e  [SO] licensed a bond in favor of the people of the 

state, executed b y  an authorized corporate surety approved by the 

director, in the amount of 310,000 [$5,000]. The bond may be continu­

ous in form, and total aggrega te liability on the bond may be limited 

to the payment of $10,000 [$5,00*1]. The bond must [SHALL] be contin­

gent on the a c c o u n t i n g  by the broker.^ to a [ANY] person requesting the 

broker to obtain insurance or to a person from w h o m  the broker obtains 

i n s u r a n c e , for m o n e y  or premiums collected in connection with the 

insurance [ T H E R E W I T H ] .

* Sec. 14. AS 2 1.27.190 is amended by adding a n e w  subsection to read:

(c) An individual who acts on b e h a l f  of a firm that files and

maintains in force the b o n d  descr ibed in (a) of this section is exempt 

from the requirements of (a) of this section.

* Sec. 15. AS 21.27.200(a) is rep ea l e d  and r eenacted to read:

(a) A  b r o k e r  is not an agent or other representative of an

insurer and does not have power as a broker to bind the insurer

CSHB 46(Jud) -8-
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regarding a risk or an insurance contract.

* Sec. 16. AS 21.27.200 is amended by a ddin g n e w  subsections to read:

(c) In determining an insured's e ntitlement  to coverage or 

return premium, a premium payment made to a b r o k e r  shall be considered 

received by the insurer if

(1) the paym ent was, at the time it was made, designated 

for specific coverage; and

(2) the insurer accepted or a c k n o w l e d g e d  coverage by issu­

ing a policy, binder, or other contract for temporary insurance.

(d) A broker may not kn owingly accept payment for coverage until 

coverage is authorized by an insurer.

(c) Except as provided u nder (c) of this section, this section

is not intended to alter the common law of agency as applied to trans­

actions under this title.

* Sec. 17. AS 21.27.240(a) is a m ended to read:

(a) An agent or broker who employs a solic itor shall pav the

[THE] fee for issuance or annual fee for co ntin u a t i o n  [RENEWAL] of a

solicitor license [SHALL BE PAID BY THE A G E N T  OR B R O K E R  BY W H O M  THE 

SOLICITOR IS E M P L O Y E D ] .

* Sec. 18. AS 21.27.300 is amended to read:

Sec. 21.27.300. CONTENTS OF LICENSE. The director shall p r e­

scribe the form of adjuster license, w h i c h  mu st contain

(1) the name and business address of the adjuster;

(2) date of issuance [AND D A T E  OF EXPIRATION] of the li­

cense ;

(3) other statements proper to the purposes of the license.

*  Sec. 19. AS 21.27.350 is amended by a d d i n g  a n e w  subsection to read:

(c) In addition to the r ecord r e q u i r e d  u n d e r  (a) of this sec­

tion, each agent or broker shall have and m a i n t a i n  at the agent's or

-9- CSHB 4 6 (Jud)
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broker's principal place of business current accounting and financial

I
records mai nt a i n e d  in acco rd a n c e  with generally accepted accounting 

principles. The dire ctor m a y  request summary or detailed copies for 

examination by the division. Records examined u n d e r  this subsection 

are confidential when in the posses s i o n  of the division, but may be 

used by the director in a proceedi ng against the licensee. For p u r­

poses of this subsection, the records of a firm shall be considered 

the records of an individual agent or broker acting on behalf of the 

firm.

* Sec. 20. AS 21.27.360(b) is amend ed to read:

(b) All funds, except those made payable to the insurer, r e p r e­

senting premiums or r eturn premiums received by an agent or broker, 

shall be received in the fi duciary account of the agent or broker, and 

shall be deposited in a bank account or depository separate from any 

other account or depository, and shall be promptly accounted for and 

paid to the insured, insurer, or agent entitled to the funds. For 

purposes of this subsection, the fiduciar y account of the firm shall 

be considered the fid uciary account of an individual agent or broker 

acting on b ehalf of the firm. Funds deposited into a fiduciary 

account m a y  not be c ommingled or otherwise combined w ith other funds, 

except as allowed under (d) of this section.

* Sec. 21. AS 21.27.360 is amended by adding n e w  subsections to read:

(d) An agent or b r o k e r  m a y  commingle w i t h  p r e m i u m  funds, a d d i­

tional funds for the purpose  of a dvancing premiums, establishing 

reserves for the payment of retur n premiums, or reserves for receiving 

and transmitting p r e m i u m  or r eturn p r e m i u m  funds. Funds collected for 

the payment of p r e m i u m  taxes, policy or filing fees, late payment 

charges, and interest f r o m  fiduciary funds on deposit, may be com­

mingled  in a fiduciary account, but shall be separately accounted for

CSHB 46(Jud) - 1 0 -
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and p e r iod ically removed from the fiduciary account.

(e) An agent or broker m a y  not treat funds required to be in a

fiduciary account as a personal asset, as collateral for a personal or 

business loan, or as a personal asset or income on a financial s t a t e­

ment, except that funds in a fiduciary account m a y  be included in a 

financial statement of the agent or br oker if clear ly identified as 

fiduciary account assets.

(f) In this section, "fiduciary account" means  an account in

w hich the agent or broker holds funds as a trustee for the insured, 

insurer, or agent entitled to the funds.

* Sec. 22. AS 21.27.380 is repealed and reena cted to read:

Sec. 21.27.380. ANNUAL FEE FOR LICENSES. (a) An annual fee set

under AS 21.06.250 for resident and n o n r e s i d e n t  agent, solicitor, and

adjuster licenses is due on or before the close of business on the

30th day of June.

(b) An annual fee set under AS 21.06.250 for resident and n o n­

resident b r o k e r  licenses is due on or before the close of business on 

the 31st day of December.

(c) An agent or b roker shall file the annual fee set under

AS 21.06.250 on behalf of a solicitor employed by the agent or broker.

(d) If paymen t of the annual license fee is not received by the 

director be fore the due date as requ ired u n d e r  this station, the

licensee shall pay to the director and the d i r ector shall collect, in 

addition to the regular fee, a surcharge as e s t a b l i s h e d  by regulation 

under AS 21.06.250. This subsection m ay not be considered to exempt a 

person from a p e n alty p r o v i d e d  b y  law for transacting business without 

a valid license.

* Sec. 23. AS 21.27.390(a) is amended to read:

(a) The director may adopt regulations regarding the issuance oi

-11- CSHB 46(Jud)
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an agent or broker temporary license to

(1) the surviving spouse or next of kin or to the a d m i n i s­

trator or executor of a deceased licensed agent or broker;

(2) the spouse, next of kin, employee, or legal guardian of

a licensed agent or broker who is disabled because of sickness, i n s a n­

ity, or injury;

(3) a surviving m e m b e r ^  [OF A FIRM OR SURVIVING] officer^ 

or employee of a firm [CORPORATION] licensed as agent or broker^ upon 

the death of the principal or m a n a g e r  of the firm holding the same 

licenses as the firm [AN INDIVIDUAL DESIGNA TED IN THE FIRM OR C O R P O­

RATION'S LICENSE TO E X E RCISE POWERS THEREUNDER];

(4) the designee of a licensed agent who enters active

service in the armed forces of the U n ited States;

(5) a person p r e p aring for examination for permanent l i­

cense under the supervision of an authorized insurer.

* Sec. 24. AS 21.27.410(a) is amended to read:

(a) The director m a y  refuse to issue a license or may suspend or 

[,] revoke [, O R  REFUSE TO RENEW] a license issued under this chapter 

or a surplus line broker l i c e n s e , or m a y  refuse to renew a surplus

line broker license, for a cause specified in another [ANY OTHER]

provision of this title, or for any of the following causes:

(1) for a [ANY] cause for which issuance of the license 

could have b e e n  refuse d had it then existed and been known to the 

d i r e c t o r ;

(2) if the licensee or applicant wilfully  violates or 

knowingly participates in the v i o l a t i o n  of a provision of this title;

(3) if the licensee or applicant has obtained or attempted

to obtain the license through w il ful m i s r e p r esentation or fraud, or

has failed to pass an [ANY] examinati on required under this chapter;

CSHB 4 6 (Jud) -12-
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(4) if the licensee or applicant has m i s a p p r o p r i a t e d  or

converted to personal use or has illegally w i t h h e l d  m on ey required to 

be held in a fiduciary capacity;

(5) if the licensee or applicant has, w i t h  intent to d e­

ceive, materiall y m i s r e p r e s e n t e d  the terms or effect of an insurance 

contract; or has engaged or is about to engage in a fraudulent t r a n s­

action ;

(6) if the licensee or applicant has been guilty of " t w i s t­

ing," under AS 21.36.050, or of rebating, under AS 21.36.100;

(7) if the licensee or applica nt has been convicted, by

final judgment, of a felony;

(S) if in the conduct of affairs u n d e r  the license, the

licensee exhibits conduct conside red by the director to reflect i n c o m­

petence, u n t r u s t w o r t h i n e s s , or a source of injury and loss to the 

p u b l i c ;

(9) if the licensee or applicant has dealt with, or a t­

tempted to deal with, insurances or to exercise powers relative to 

insurance outside the scope of the licenses of the licensee or a p p l i­

cant.

* Sec. 25. AS 21.27.410(b) is amended  to read:

(b) The license of a firm [OR CORPORATION] may be suspended,

revoked, or refused for any of the causes that [WHICH] relate to a 

[ANY] person acting on behalf of the firm [DESIGNATED IN THE LICENSE 

TO EXERCISE ITS P O W E R S ].

* Sec. 26. AS 21.27.420 is amended to read:

Sec. • 21.27.420. PROCEDURE F O R  SU SPENDING OR [,] REVOKING [OR 

REFUSING TO RENEW] A  LICENSE. The d irector m a y  suspend or [,] revoke 

[, OR REFUSE TO RENEW] a license

[(1) BY O R D E R  GIVEN TO THE L I C E N S E E  NOT LESS THAN 15 DAYS

-13- CSHB 4 6 (Jud)
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BEFORE THE EFFECTIVE DATE OF THE LICENSE, SUBJECT TO THE RIGHT OF THE 

LICENSEE TO HAVE A  H E A R I N G  AS PROVIDED IN AS 21.06.180(b); PENDING A 

HEARING THE LIC ENSE SHALL BE SUSPENDED; OR

(2)] by an order on h e aring made as provided in AS 21.06.- 

220 effective 10 days after the date of the giving of the order, 

subject to the right of the licensee to appeal to the superior court 

as provided in AS 21.06.230.

* Sec. 27. AS 21.27.440 is amended to read:

Sec. 21.27.440. CIVIL PENALTIES M A Y  BE IMPOSED. After hearing 

and in addition to or in lieu of the suspensi on or (,] revocation o£ 

[, OR REFUSAL TO RENEW] a license, the director may levy a civil 

penaltv upon the licensee not to exceed $2,500. The order levying the 

civil penalty must [SHALL] specify the period w ith in which the civil 

penalty shall be fully p a i d . The [, WHICH] period may not be less 

than 15 or mor e than 30 days after [FROM] the date of the order. Upon 

failure to pay the civil penalty w h e n  due, the director shall revoke 

the licenses of the licensee if not a l ready revoked. A  [THE] civil 

penalty collected [SHALL BE PAID] by the d i r ector shall be paid to the 

commissioner of revenue for deposit in the g e ner al fund.

* Sec. 28. AS 21.27.450 is amended to read:

Sec. 21.27.450. FINE IN LIEU OF A C T I O N  AGAI NST THE LICENSE. 

Upon the h e a r i n g  of an appeal from an order  suspending or (,] revoking 

[, OR REFUSING TO RENEW] a license issued under this chapter, the 

court, if it finds that the licensee is guilty  of violation of the law 

and if it considers the suspension or [,] r e v o c a t i o n  [, OR REFUSAL TO 

RENEW THE LICENSE] too severe a penalty u n d e r  the facts as found, may 

instead impose a fine of not more than $2,500. Payment of the fine 

within 10 days after its imposition reinst ates or restores [SHALL 

REINSTATE, RESTORE, OR RENEW] the license.

CSHB 4 6 (Jud) -14-
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* Sec. 29. AS 21.27.460(a) is a m e n d e d  to read:

(a) Each license issued u n d e r  this chapter, although issued and
i
*

delivered to the licensee agent, broker, s o l i c i t o r ^  or adjuster, is 

the property of the state. Upo n the [EXPIRATION,] termination, s u s­

pension^ or revocation of the license, the licensee or other person 

having possession or custody of the license shall immediately deliver 

it to the director either by personal delivery or by mail.

* Sec. 30. AS 21.34.040(c) is amended to read:

(c) A nonadm i t t e d  insurer m a y  be eligible to provide coverage in 

this state if it qualifies u nder one of the f o l l o w i n g :

(1) a foreign but n o n a l i e n  insurer mav qualify under this

subsection if it has a m i n i m u m  capital and surplus equal to that

required in its domiciliary j u r i s d i c t i o n ^  or [,] $1,500,000 on S e p t e m­

ber 18, 1984, [AND] $2,500,000 on June 20, 1985, [AMD] $3,500,000 [,] 

on June 20, 1986, and $5,000,000 on June 20, 1987, w hichever is g r e a t­

er,-

(2) an alien insurer may qualify  under this subsection if 

it meets the m i n i m u m  capital and surplus requirements in (1) of this 

subsection and maintains in the U ni ted States an irrevocable crust 

fund in either a national b a n k  or a m e m b e r  of the Federal Reserve 

system, in an amount not less than $ 1 ,500,000 [THAT REQUIRED AS M I N I­

MU M  CAPITAL AND SURPLUS IN (1) OF THIS SUBSECTION], for the protection 

of all its policyholders in the U nited States; the trust fund must 

[SHALL] consist of instruments of substantia lly the same character and 

quality as those that are el igible investments for the capital and 

statutory reserves of admi tted insurers a uthoris ed to write like kinds

of insurance in this state or of irrevocabl e letters of credit; the
*

trust fund mus t [FUNDS SHALL] have an expiry date that at no time is 

less than five years;
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(3) a Lloyd's or other similar u n i n c o r p o r a t e d  group of : 

alien individual insurers may qualify if it m a i n t a i n s  a trust fund of 

not less than $50,000,000 as security to the full amount, for all 

policyholders and creditors in the United States, of each member of 

the g r o u p ;

(4) an "insurance exchange" created by the laws of ind i­

vidual states m a y  qualify if it maintains capital and surplus, or the 

substantial equivalent, of not less than $15,000,000 in the aggregate; 

in the event the insurance exchange does not m a i n t a i n  funds for the 

protection of all its policyholders, each individual syndicate shall 

meet the m i n i m u m  capital and surplus requ irements of (1) of this 

s u b s e c t i o n .

* Sec. 31. AS 21.36.210(a) is amended to read:

(a) An insurer m a y  not exercise its right to cancel a policy of 

personal [AN] automobil e insurance [POLICY] except for the following 

r e a s o n s :

(1) nonpa y m e n t  of premium; or

(2) the driver's license or m o t o r  v e h i c l e  registration of 

either the named insured or of an operator who resides in the same 

household as the n a m e d  insured or who custo m a r i l y  operates a motor 

vehicle insured under  the policy has been under suspension or revoca­

tion during the p o l i c y  period or, if the policy is a renewal, during 

its policy period or the 180 days immediately p r e c e d i n g  its effective 

d a t e .

* Sec. 32. AS 21.36.210(d) is amended to read:

(d) This section does not apply to

(1) the failure to r e n e w  a policy, except as to coverage in 

force for less than 12 monthsj_

(2) a p olicy that has been in effect less than 60 days at

CSHB 46(Jud) -16-
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the time n otice of cancellation is m a iled cr d e l i v ered bv the insurer, 

unless it is a renewal p o l i c y .

* Sec. 33. AS 21.36.210(f) is amended to read:

(f) An [NOTWITHSTANDING (e) OF THIS SECTION, AN] insurer may not

exercise its right to cancel a policy of personal insurance other than 

personal automobile insurance, except for the following reasons [THE 

TYPE D E S C R I B E D  IN (e) OF THIS SECTION IF ONE OF THE FOLLOWING C O N­

DITIONS OR CIRCUMSTANCES ARISES):

(1) nonpayment of premiums, including nonpaymen t of a d d i­

tional premiums, calculated in a cc ordance w i t h  the current rating

manual of the insurer, justified by a physical change in the insured 

proper ty or a change in its occupancy or use;

(2) conviction of the insured of a crime havirg as one of 

its n e c e s s a r y  elements an act increasing a h a z a r d  insured against;

(3) discovery of fraud or m a t e r i a l  m i s r e p r e sentation made 

by the insured or a re presentativ e of the insured in obtaining the 

insurance or by the insured in pursuin g a claim u n d e r  the policy;

(4) discovery of a grossly n e g l i g e n t  act or omission by the 

insured that substantially- increases the hazards insured against; or

(5) physical changes in the insured prop e r t y  that result in 

the p r o perty becoming uninsurable.

* Sec. 34. AS 21.36 is amended by adding a n e w  section to read:

Sec. 21.36.215. LIMITS ON THE C A N C E L L A T I O N  OF BUSINESS OR C O M­

MERCIAL INSURANCE POLICIES. (a) Except as a l lowed by the director 

under (b) of this section, an insurer m a y  exercise its right to cancel 

a policy of business or commercial insurance onl y for the following 

r e a s o n s :

(1) nonpa yment of premiums, inc luding nonpayment of a d d i­

tional premiums, calculated in accor d a n c e  w i t h  the current rating

-17- CSHB 46(Jud)
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m a n u a l  o f  t h e  i n s u r e r ,  j u s t i f i e d  b y  a  p h y s i c a l  c h a n g e  i n  t h e  i n s u r e d  
p r o p e r t y  o r  a  c h a n g e  i n  i t s  o c c u p a n c y  o r  u s e ;

( 2 )  c o n v i c t i o n  o f  t h e  i n s u r e d  o f  a  c r i m e  h a v i n g  a s  o n e  o f  
i t s  n e c e s s a r y  e l e m e n t s  a n  a c t  i n c r e a s i n g  a  h a z a r d  i n s u r e d  a g a i n s t ;

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

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

( 5 )  p h y s i c a l  c h a n g e s  i n  t h e  i n s u r e d  p r o p e r t y  t h a t  r e s u l t  i n  
t h e  p r o p e r t y  b e c o m i n g  u n i n s u r a b l e ;  o r

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

( b )  B e f o r e  i s s u i n g  a  n o t i c e  o f  c a n c e l l a t i o n ,  a n  i n s u r e r  m a y  
r e q u e s t  t h e  d i r e c t o r  t o  d e t e r m i n e  i n  a  p a r t i c u l a r  c a s e  o r  c a s e s  w h e ­
t h e r  a  r e a s o n  f o r  c a n c e l l a t i o n  n o t  s p e c i f i e d  i n  ( a )  o f  t h i s  s e c t i o n  i s  
a  v a l i d  r e a s o n  f o r  c a n c e l l a t i o n .  T h e  d i r e c t o r  m a y  a l l o w  t h e  i n s u r e r  
t o  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  i f  t h e  d i r e c t o r  f i n d s  t h a t  t h e  c a n c e l ­
l a t i o n  i s  j u s t i f i e d .  T h e  i n s u r e r  m a y  n o t  i m p l e m e n t  t h e  r e q u e s t e d  c a n ­
c e l l a t i o n  b e f o r e  r e c e i v i n g  t h e  a p p r o v a l  o f  t h e  d i r e c t o r .

*  S e c .  3 5 .  A S  2 1 . 3 6 . 2 2 0  i s  a m e n d e d  t o  r e a d :
S e c .  2 1 . 3 6 . 2 2 0 .  N O T I C E  O F  C A N C E L L A T I O N .  A n  i n s u r e r  m a y  n o t  

e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a  p e r s o n a l  i n s u r a n c e  p o l i c y  u n l e s s  a  
w r i t t e n  n o t i c e  o f  c a n c e l l a t i o n  i s  m a i l e d  o r  d e l i v e r e d  t o  t h e  n a m e d  
i n s u r e d ,  a t  t h e  a d d r e s s  s h o w n  i n  t h e  p o l i c y ,  a t  l e a s t  6 0  [ 2 0 ]  d a y s
b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n . H o w e v e r ,  i f  [ ,  E X C E P T  T H A T  
WHEN] c a n c e l l a t i o n  i s  f o r  n o n p a y m e n t  o f  p r e m i u m ^  t h e  n o t i c e  s h a l l  b e  
m a i l e d  o r  d e l i v e r e d  t o  t h e  n a m e d  i n s u r e d  a t  t h e  a d d r e s s  s h o w n  i n  t h e  
p o l i c y  a t  l e a s t  20_ [ 1 0 ]  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f
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c a n c e l l a t i o n .  I f  c a n c e l l a t i o n  i s  f o r  a  r e a s o n  d e s c r i b e d  i n
A S  2 1 . 3 6 . 2 1 0 ( a ) ( 2 )  o r  ( f ) ( 2 )  o r  ( 3 ) ,  t h e  n o t i c e  s h a l l  b e  m a i l e d  o r  ;

l e a s t  1 0  d a v s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n  ( AND S H A L L  
I N C L " 9 E  O R  B E  A C C O M P A N I E D  F Y  A  S T A T E M E N T  O F  T H E  RExVSON F O R  T H E  
C A N C E L L A T I O N .  T H I S  S E C T I O N  D O E S  N O T  A P P L Y  T O  T H E  F A I L U R E  T O  RE NE W A 
P O L I C Y ,  E X C E P T  A S  T O  C O V E R A G E  I N  F O R C E  F O R  L E S S  T H A N  1 2  M O N T H S ] .

*  S e c .  3 6 .  A S  2 1 . 3 6 . 2 2 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t c  r e a d :
( b )  A n  i n s u r e r  m a y  n o t  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a  p o l i c y  o f  

b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  u n l e s s  a  w r i t t e n  n o t i c e  o f  c a n c e l l a r  
t i o n  i s  m a i l e d  o r  d e l i v e r e d  t o  t h e  n a m e d  i n s u r e d ,  a t  t h e  a d d r e s s  s h o w n  
i n  t h e  p o l i c y ,  a n d  t o  t h e  a g e n t  o r  b r o k e r  o f  r e c o r d ,  a t  l e a s t  6 0  d a y s  
b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .  H o w e v e r ,  i f  c a n c e l l a t i o n  
i s  f o r  n o n p a y m e n t  o f  p r e m i u m ,  t h e  n o t i c e  s h a l l  b e  n a i l e d  o r  d e l i v e r e d  
t o  t h e  n a m e d  i n s u r e d  a t  t h e  a d d r e s s  s h o v m  i n  t h e  p o l i c y  a n d  t o  t h e  
a g e n t  o r  b r o k e r  o f  r e c o r d  a t  l e a s t  2 0  d a v s  b e f o r e  t h e  e f f e c t i v e  d a t e  
o f  c a n c e l l a t i o n .  I f  c a n c e l l a t i o n  i s  f o r  a  r e a s o n  d e s c r i b e d  i n  
A S  2 1 . 3 6 . 2 1 5 ( a ) ( 2 )  o r  ( 3 ) . ,  t h e  n o t i c e  s h a l l  b e  m a i l e d  o r  d e l i v e r e d  t o  
t h e  n a m e d  i n s u r e d  a t  t h e  a d d r e s s  s h o w n  i n  t h e  p o l i c y  a n d  t o  t h e  a g e n t  
o r  b r o k e r  o f  r e c o r d  a t  l e a s t  1 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  
c a n c e l l a t i o n .

( c )  I f  a n  i n s u r e r  c a n c e l s  a  p o l i c y  u n d e r  ( b )  o f  t h i s  s e c t i o n ,  i t  
s h a l l  r e t u r n  o r  c r e d i t  a n y  u n e a r n e d  p r e m i u m  t o  t h e  a g e n t  o r  b r o k e r  o f  
r e c o r d  o r  d i r e c t l y  t o  t h e  i n s u r e d  o r  p r e n i u m  f i n a n c e  c o m p a n y ,  i f  
a p p l i c a b l e ,  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n ,  e x c e p t  t h a t

u n e a r n e d  p r e m i u m  s h a l l  b e  r e t u r n e d  o r  c r e d i t e d  w i t h i n  4 5  d a y s  a f t e r  
t h e  n o t i c e  o f  c a n c e l l a t i o n  i s  g i v e n ;

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

( 1 )  i f  c a n c e l l a t i o n  i s  f o r  n o n p a y m e n t  o f  p r e m i u m ,  a n y

( 2 )  i f  t h e  p o l i c y  i s  c a n c e l l e d  f o r  o t h e r  t h a n  n o n p a y m e n t  o f
- 1 9 - C S H B  4 6 ( J u d )
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1 p r e m i u m  a n d  i s  s u b j e c t  t o  a u d i t ,  t h e  i n s u r e r  s h a l l  p e r f o r m  o r  w a i v e  
t h e  a u d i t  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h e  c a n c e l l a t i o n  a n d  r e t u r n  o r  
c r e d i t  a n y  e s t i m a t e d  u n e a r n e d  p r e m i u m  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  
c a n c e l l a t i o n .

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

( e )  T h e  d i v i s i o n  m a y  r e q u i r e  a n  i n s u r e r  t o  p e r f o r m  a n  a u d i t  t h a t  
t h e  i n s u r e r  h a s  e l e c t e d  t o  w a i v e  u n d e r  ( c )  o f  t h i s  s e c t i o n .

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

*  S e c .  3 7 .  A S  2 1 . 3 6 , 2 4 0  i s  a m e n d e d  t o  r e a d :
S e c .  2 1 . 3 6 . 2 4 0 .  F A I L U R E  T O  R E N E W .  A n  i n s u r e r  m a y  n o t  f a i l  t o  

r e n e w  a  p e r s o n a l  i n s u r a n c e  p o l i c y  i n  f o r c e  f o r  l e s s  t h a n  1 2  m o n t h s .  
A n  i n s u r e r  m a y  n o t  f a i l  t o  r e n e w  a  p o l i c y  [ I N  F CR. CE  F O R  1 2  MONTHS OR 
M O R E ]  u n l e s s  a  w r i t t e n  n o t i c e  o f  n o n r e n e w a l  i s  n a i l e d  o r  d e l i v e r e d  t o  
t h e  n a m e d  i n s u r e d ,  a t  t h e  a d d r e s s  s h o v m  i n  t h e  p o l i c y ,  a t  l e a s t  2 0  
d a y s  f o r  a  p e r s o n a l  i n s u r a n c e  p o l i c y ,  a n d  a t  l e a s t  4 5  d a v s  f o r  a  
b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  p o l i c y ,  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  p o l i c y  [ , ] o r  o f  t h e  a n n i v e r s a r y  d a t e  o f  a  p o l i c y  w r i t t e n  f o r  a  
t e r m  l o n g e r  t h a n  o n e  y e a r  o r  w i t h  n o  f i x e d  e x p i r a t i o n  d a t e .  T h i s  
s e c t i o n  d o e s  n o t  a p p l y

( 1 )  i f  t h e  i n s u r e r  h a s  i n  g o o d  f a i t h  m a n i f e s t e d  [ I N  A N Y  
WAY]  i t s  w i l l i n g n e s s  t o  r e n e w ;

( 2 )  i n  c a s e  o f  n o n p a y m e n t  o f  p r e m i u m  f o r  t h e  e x p i r i n g  
C S H B  4 6 ( J u d )  - 2 0 -
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p o l i c y ;  o r
( 3 )  i f  t h e  i n s u r e d  f a i l s  t o  p a y  t h e  p r e m i u m  a s  r e q u i r e d  b y  

t h e  i n s u r e r  f o r  r e n e w a l .
*  S e c .  3 8 .  A S  2 1 . 3 6 . 2 5 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 3 6 . 2 5 0 .  N O T I C E  O F  E L I G I B I L I T Y .  W h e n  a  p o l i c y  o f  a u t o m o -
i

b i l e  l i a b i l i t y  i n s u r a n c e  i s  c a n c e l l e d ,  o t h e r  t h a n  f o r  n o n p a y m e n t  o f  
o r e m i u m ,  o r  i s  n o t  r e n e w e d  i n  a c c o r d a n c e  w i t h  [ F O R  F A I L U R E  T O  RE NE W A 
P O L I C Y  O F  A U T O M O B I L E  L I A B I L I T Y  I N S U R A N C E  T O  W H I C H ]  A S  2 1 . 3 6 . 2 4 0  [ A P ­
P L I E S ] ,  t h e  i n s u r e r  s h a l l  n o t i f y  t h e  n a m e d  i n s u r e d  o f  p o s s i b l e  e l i g i ­
b i l i t y  f o r  a u t o m o b i l e  i n s u r a n c e  t h r o u g h  t h e  a u t o m o b i l e  a s s i g n e d  r i s k  
p l a n ,  o r  a u t <  m o b i l e  i n s u r a n c e  p l a n .  T h e  n o t i f i c a t i o n  m u s t  [ S H A L L ]  j
a c c o m p a n y  o r  b e  i n c l u d e d  i n  t h e  n o t i c e  o f  c a n c e l l a t i o n  o r  n o n r e n e w a l  I

j
r e q u i r e d  b y  A S  2 1 . 3 6 . 2 2 0  [ A S  2 1 . 3 6 . 2 3 0 ]  a n d  2 1 , 3 6 . 2 4 0 .I ——

*  S e c .  3 9 .  A S  2 1 . 3 6  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :
l

S e c .  2 1 . 3 6 . 2 5 5 .  P R E M I U M  R E F U N D .  ( a )  I f  a n  i n s u r a n c e  p o l i c y  i s  
c a n c e l l e d ,  r e j e c t e d ,  o r  r e s c i n d e d  b y  t h e  i n s u r e r  o r  t h e  i n s u r e d ,  t h e  
i n s u r e r  s h a l l  r e f u n d  t h e  u n e a r n e d  p r e m i u m  p a i d  t o  t h e  i n s u r e d .  T h e  
i n s u r e r  m a y  n o t  p r o v i d e  a  p e n a l t y  f o r  m i d t e r m  c a n c e l l a t i o n  o f  a  p o l i c y  
b y  t h e  i n s u r e d  o r  b y  t h e  i n s u r e r  a n d  t h e  p r e m i u m  c h a r g e d  m a y  n o t  b e  
m o r e  t h a n  t h a t  p r o v i d e d  b y  t h e  r a t i n g  p l a n  o f  t h e  i n s u r e r  f o r  t h a t  
c o v e r a g e .

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

( 1 )  w h o s e  p r e m i u m  i s  e a r n e d  a t  a  v a r y i n g  r a t e  d u e  t o  
s e a s o n a l i t y  o f  e x p o s u r e ;

( 2 )  t h a t  c o n t a i n s  a  m i n i m u m  e a r n e d  p r e m i u m ;  o r
( 3 )  w i t n  a  f l u c t u a t i n g  p r e m i u m  b a s e .

*  S e c .  4 0 .  A S  2 1 . 3 6 . 3 1 0  i s  a m e n d e d  t o  r e a d :
-21- CSHB 4 6 (Jud)
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S e c .  2 1 . 3 6 . 3 1 0 .  D E F I N I T I O N S .  I n  A S  2 1 . 3 6 . 2 1 0  -  2 1 . 3 6 . 3 1 0
( 1 )  " b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e "  m e a n s  i n s u r a n c e  

o t h e r  t h a n  p e r s o n a l  i n s u r a n c e ,  l i f e  i n s u r a n c e ,  d i s a b i l i t y  i n s u r a n c e ,  
f i d e l i t y  a n d  s u r e t y  i n s u r a n c e ,  t i t l e  i n s u r a n c e ,  w e t  m a r i n e  a n d  t r a n s ­
p o r t a t i o n  i n s u r a n c e  a s  d e f i n e d  i  A S  2 1 . 3 4 . 9 0 0 ,  o r  a n  a n n u i t y  c o n ­
t r a c t  ;

( 2 )  " n o n p a y m e n t  o f  p r e m i u m "  m e a n s  f a i l u r e  o f  t h e  n a m e d  
i n s u r e d  t o  d i s c h a r g e  w h e n  d u e  a n y  o b l i g a t i o n s  o f  t h e  n a m e d  i n s u r e d  i n  
c o n n e c t i o n  w i t h  t h e  p a y m e n t  o f  p r e m i u m  o n  a  p o l i c y ,  o r  a n y  i n s t a l l m e n t  
o f  t h e  p r e m i u m ,  w h e t h e r  t h e  p r e m i u m  i s  p a y a b l e  d i r e c t l y  t o  t h e  i n s u - e r  
o r  i t s  a g e n t  o r  i n d i r e c t l y  u n d e r  a n y  p r e m i u m  f i n a n c e  p l a n  o r  e x t e n s i o n  
o f  c r e d i t ;

( 3 )  " p e r s o n a l  a u t o m o b i l e  i n s u r a n c e "  m e a n s  i n s u r a n c e  n o t  
r e l a t e d  t o  b u s i n e s s  o r  c o m m e r c i a l  a c t i v i t i e s ,  c o v e r i n g  [ ( 2 )  " P O L I C Y "  
MEANS  AN I N S U R A N C E  P O L I C Y  C O V E R I N G  T H E  R I S K S  AND E X P O S U R E S  L I S T E D  I N  
A S  2 1 . 3 6 . 2 1 0 ( e )  OR  AN A U T O M O B I L E  P O L I C Y  T H A T  I N C L U D E S ]  a u t o m o b i l e  
l i a b i l i t y , u n i n s u r e d  o r  u n d e r i n s u r e d  m o t o r i s t s  [ C O V E R A G E ,  U N I N S U R E D  
M O T O R I S T  C O V E R A G E ] ,  a u t o m o b i l e  m e d i c a l  p a y m e n t s  [ C O V E R A G E ] ,  o r  a u t o m o ­
b i l e  p h y s i c a l  d a m a g e  [ C O V E R A G E ]  , t h a t  i s  d e l i v e r e d  o r  i s s u e d  f o r  
d e l i v e r y  i n  t h i s  s t a t e  [ I N S U R I N G  A S  T H E  NAMED I N S U R E D ,  ONE  I N D I V I D U A L  
OR H US B A N D AND W I F E  R E S I D E N T  O F  T H E  S AME  H O U S E H O L D ] ,  a n d  u n d e r  w h i c h  
t h e  i n s u r e d  v e h i c l e s  a r e  o f  t h e  f o l l o w i n g  t y p e s  o n l y :

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

( B )  a n y  o t h e r  f o u r - w h e e l  m o t o r  v e h i c l e  v i t h  a  l o a d  
c a p a c i t y  o f  1 , 5 0 0  p o u n d s  o r  l e s s  t h a t  i s  n o t  u s e d  i n  t h e  o c c u p a ­
t i o n ,  p r o f e s s i o n ^  o r  b u s i n e s s  o f  t h e  i n s u r e d ,  n o r  u s e d  a s  a  
p u b l i c  o r  l i v e r y  c o n v e y a n c e ^  n o r  r e n t e d  t o  o t h e r s ;

CSHB 4 6 (Jud) -22-



1

2

3

4

5

6

7

S

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

W O R K  DRAFT W O R K  DRAFT WUKJs. Uruvr l

( 4 )  " p e r s o n a l  i n s u r a n c e "
( A )  m e a n s  p e r s o n a l  a u t o m o b i l e  i n s u r a n c e ,  o r  i n s u r a n c e

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

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

( i i )  l o s s  o f  o r  d a m a g e  t o  p e r s o n a l  p r o p e r t y ,  
i n c l u d i n g  p e r s o n a l  e f f e c t s ,  h o u s e h o l d  f u r n i t u r e ,  f i x t u r e s  
a n d  e q u i p m e n t  l o c a t e d  i n  n o t  m o r e  t h a n  f o u r  d w c l l i n g  u n i t s ;  
o r

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

( 5 )  d o e s  n o t  i n c l u d e  a n  a n n u i t y  c o n t r a c t  o r  a  p o l i c y  
o f  l i f e  i n s u r a n c e ,  d i s a b i l i t y  i n s u r a n c e ,  o r  t i t l e  i n s u r a n c e ;

( 5 )  [ ( 3 ) ]  " r e n e w a l "  o r  " r e n e w "  m e a n s
( A )  t h e  i s s u a n c e  a n d  d e l i v e r y  [ B Y  A N  I N S U R E R ]  o f  a n

i n s u r a n c e  [ A ]  p o l i c y  [ R E P L A C I N G ]  a t  t h e  e n d  o f  t h e  p o l i c y  p e r i o d ^
t h a t  r e p l a c e s  a  p o l i c y  p r e v i o u s l y  i s s u e d  a n d  d e l i v e r e d  b y  t h e  
s a m e  i n s u r e r ^  [ , ]

( B )  t h e  i s s u a n c e  a n d  d e l i v e r y  o f  a  c e r t i f i c a t e  o r  
n o t i c e  e x t e n d i n g  t h e  t e r m  o f  a  p o l i c y  b e y o n d  i t s  p o l i c y  p e r i o d  o r  
t e r m j _  [ , ] o r

( C )  t h e  e x t e n s i o n  o f  t h e  t e r m  o f  a  p o l i c y  b e y o n d  i t s  
p o l i c y  p e r i o d  o r  t e r m  u n d e r  a  p r o v i s i o n  f o r  e x t e n d i n g  t h e  p o l i c y  
b y  p a y m e n t  o f  a  c o n t i n u a t i o n  p r e m i u m .

S e c .  4 1 .  A S  2 1 . S A . 4 3 0 ( c )  i s  a m e n d e d  t o  r e a d :
( c )  T h e  d i r e c t o r  m a y  r e f u s e  t o  i s s u e  o r  m a y  s u s p e n d  o r  r e v o k e

-23- CSHB 4 6 (Jud)
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[ R E N E W ]  a n  i n s u r a n c e  a g e n t ' s  l i c e n s e  i f ,  i n  t h e  j u d g m e n t  o f  t h e  d i r e c ­
t o r ,  t h e  p r o p o s e d  l i c e n s e e  i s  n o t  t r u s t w o r t h y  a n d  c o m p e t e n t  t o  a c t  a s  
a g e n t ,  o r  h a s  g i v e n  c a u s e  f o r  r e v o c a t i o n  o r  s u s p e n s i o n  o f  t h e  l i c e n s e ,  
o r  h a s  f a i l e d  t o  c o m p l y  w i t h  a  p r e r e q u i s i t e  f o r  t h e  i s s u a n c e  [ OR
R E N E W A L ,  A S  T H E  C A S E  M A Y  B E , ]  o f  t h e  l i c e n s e .

*  S e c .  4 2 .  A S  2 1 . 8 8 . 0 5 0  i s  a m e n d e d  t o  r e a d :
S e c .  2 1 . 8 8 . 0 5 0 .  P O WE R S  AND D U T I E S  O F  T H E  C O R P O R A T I O N .  ( a )  ' T h e

c o r p o r a t i o n  s h a l l
( 1 )  i n  t h e  f o r m  a p p r o v e d  b y  t h e  d i r e c t o r ,  i s s u e  t o  a l l

p h y s i c i a n s , n u r s e s ,  a n d  h o s p i t a l s  w h o  a r e  f o u n d  t o  b e  a c c e p t a b l e  r i s k s  
u n d e r  s t a n d a r d s  d e v e l o p e d  u n d e r  ( 5 )  o f  t h i s  s u b s e c t i o n ,  a n d  w h o  p a y  
t h e  p r e m i u m s  f o r  i t ,  a  c o n t r a c t  o r  c o n t r a c t s  i n d e m n i f y i n g  p h y s i c i a n s ^  
n u r s e s , a n d  h o s p i t a l s  a n d  t h e i r  e m p l o y e e s  w h o  a r e  h e a l t h  c a r e  p r o v i d ­
e r s  a g a i n s t  l o s s  b y  r e a s o n  o f  l i a b i l i t y  f o r  c o v e r e d  c l a i m s  f o r  a n  a c t  
o r  o m i s s i o n  i n  t h e  d e l i v e r y  o f  p r o f e s s i o n a l  h e a l t h  c a r e  i n  t h i s  s t a t e ,  
a n d  a g r e e i n g  t o  t e n d e r  o n  b e h a l f  o f  t h e  p h y s i c i a n s , n u r s e s ,  a n d  h o s ­
p i t a l s  a n d  t h e i r  e m p l o y e e s  w h o  a r e  h e a l t h  c a r e  p r o v i d e r s  a  d e f e n s e  t o
a  c o v e r e d  c l a i m  i n  a  : e e d i n g  b r o u g h t  u n d e r  A S  0 9 . 5 5 . 5 3 0  -  0 9 . 5 5 . -  
5 6 0 ;  t h e  l i m i t s  >. l i t y  f o r  p o l i c i e s  i s s u e d  b y  t h e  c o r p o r a t i o n
s h a l l  b e  a p p r o v e d  u y  t h e  d i r e c t o r ;  t h e  c o n t r a c t  s h a l l  c o v e r  t h e  d e ­
f e n s e  a g a i n s t  b u t  n e e d  n o t  i n d e m n i f y  l i a b i l i t y  f o r  p u n i t i v e  d a m a g e s
a r i s i n g  f r o m  a  c o v e r e d  c l a i m ;  a t  t h e  o p t i o n  o f  t h e  c o r p o r a t i o n ,  i f  
a p p r o v e d  b y  t h e  d i r e c t o r ,  a n d  f o r  a n  a d d i t i o n a l  p r e m i u m  t h e  c o n t r a c t  
m a y  c o v e r  c l a i m s  a g a i n s t  t h e  p h y s i c i a n , n u r s e ,  o r  h o s p i t a l  t h a t  a r i s e  
o u t  o f  p r o f e s s i o n a l  s e r v i c e s  p e r f o r m e d  b y  t h e  p h y s i c i a n , n u r s e ,  o r  
h o s p i t a l  f o r  a n y  p e r i o d  b e f o r e  t h e  c o n t r a c t  i s  i s s u e d ,  e x c e p t  t h a t  
c o v e r a g e  w i l l  n o t  b e  p r o v i d e d  f o r  a  c l a i m  a l r e a d y  f i l e d  o r  t h a t  [ O F  
W H I C H ]  t h e  p h y s i c i a n , n u r s e ,  o r  h o s p i t a l  h a d  o r  r e a s o n a b l y  s h o u l d  h a v e  
h a d  n o t i c e  a t  t h e  t i m e  t h e  r e t r o a c t i v e  i n s u r a n c e  w a s  p u r c h a s e d ;

C S H B  4 6 ( J u d )  - 2 4 -
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( 2 )  c h a r g e  a  p r e m i u m  f o r  t h e  p r o t e c t i o n  p r o v i d e d  b y  t h e  
c o n t r a c t s  i s s u e d  b y  t h e  c o r p o r a t i o n  w h i c h  s h a l l  b e  d e t e r m i n e d  b y  t h e  
b o a r d  o f  g o v e r n o r s  i n  a c c o r d a n c e  w i t h  A S  2 1 . 8 8 . 0 8 0  a n d  s u b j e c t  t o  t h e  
a p p r o v a l  o f  t h e  d i r e c t o r ;

( 3 )  c o m p l y  w i t h  o r  b e  s u b j e c t  t o  A S  2 1 . 0 6 . 0 9 0 ,  2 1 . 0 6 . 1 2 0 ,  
2 1 . 0 6 . 1 4 0 ,  2 1 . 0 6 . 1 6 0 ,  2 1 . 0 6 . 2 5 0 ,  A S  2 1 . 0 9 . 1 8 0  -  2 1 . 0 9 . 2 0 0 ,  2 1 . 0 9 . 2 5 0 ,  
2 1 . 0 9 . 2 8 0 ,  A S  2 1 . 1 2 . 0 2 0 ( b ) - ( e ) , A S  2 1 . 1 8 ,  A S  2 1 . 2 1 ,  A S  2 1 . 2 4  a n d  
A S  2 1 . 3 6 ;  a n d  s h a l l  b e  e x e m p t  f r o m  p a r t i c i p a t i o n  a s  a  m e m b e r  i n s u r e r  
i n  t h e  A l a s k a  I n s u r a n c e  G u a r a n t y  C o r p o r a t i o n ;

( 4 )  c a r r y  o u t  t h e  o b l i g a t i o n s  o f  t h e  c o n t r a c t s  i s s u e d  b y  
t h e  c o r p o r a t i o n  b y  d e f e n d i n g  a l l  c o v e r e d  c l a i m ' *  m a d e  a g a i n s t  i n s u r e d  
h e a l t h  c a r e  p r o v i d e r s  a n d  b y  p a y i n g  a l l  l i a b i l i t i e s  t h a t  [ W H I C H ]  a r e  j 
f i n a l l y  a d j u d i c a t e d  a g a i n s t  t h e  i n s u r e d  h e a l t h  c a r e  p r o v i d e r  o r  t h a t  j 
[ WH I C H ]  m a y  i n  t h e  o p i n i o n  o f  t h e  c o r p o r a t i o n  r e a s o n a b l y  b e  e x p e c t e d
t o  b e  f i n a l l y  a d j u d i c a t e d  a g a i n s t  t h e  h e a l t h  c a r e  p r o v i d e r  t o  t h e
e x t e n t  o f  t h e  c o n t r a c t  o b l i g a t i o n ;

( 5 )  e s t a b l i s h  s t a n d a r d s  f o r  t h e  a c c e p t a b i l i t y  o f  r i s k s ;  i n  
e s t a b l i s h i n g  t h e s e  s t a n d a r d s  t h e  c o r p o r a t i o n  m a y  e x c l u d e  a n  a p p l i c a n t  
f o r  i n s u r a n c e  b a s e d  o n  i n d i v i d u a l  r i s k  s e l e c t i o n  f a c t o r s ,  b u t  m a y  n o t  
e x c l u d e  a n  a p p l i c a n t  b a s e c .  o n l y  o n  t h e  c l a s s i f i c a t i o n  o f  t h e  a p p l i ­
c a n t .

( b )  T h e  c o r p o r a t i o n  m a y
( 1 )  e m p l o y  o r  r e t a i n  p e r s o n s ,  i n d i v i d u a l  o r  c o r p o r a t e ,  t o  

d i s c h a r g e  i t s  o b l i g a t i o n s  a n d  p a y  r e a s o n a b l e  c o m p e n s a t i o n  f o r  t h e s e  
s e r v i c e s ;  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  a r e  n o t  c o n s i d e r e d  s t a t e  e m ­
p l o y e e s  ;

( 2 )  n e g o t i a t e  f o r  a n d  p r o c u r e  r e i n s u r a n c e  f r o m  p r i v a t e  
c a s u a l t y  i n s u r e r s  o r  r e i n s u r e r s  f o r  a n y  a n d  a l l  l i a b i l i t y  i n c u r r e d  b y  
c o n t r a c t s  i s s u e d  b y  i t ;
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( 3 )  p r o v i d e  c o v e r a g e  t o  i n s u r e d s  f o r  o t h e r  h a z a r d s  c u s t o m ­
a r i l y  i n c l u d e d  i n  m e d i c a l  m a l p r a c t i c e  i n s u r a n c e  p o l i c i e s  w h e n  t h e r e  i s  
a  f i n d i n g  b y  t h e  d i r e c t o r  t h a t  t h i s  c o v e r a g e  i s  n o t  a v a i l a b l e  t o  
i n s u r e d s  o f  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a  i n  t h e  p r i v a t e  
i n s u r a n c e  m a r k e t  a t  a  c o m p e t i t i v e  p r i c e ;

( 4 )  b o r r o w  o r  a d v a n c e  f u n d s  n e c e s s a r y  t o  c a r r y  o u t  t h e  I 
p u r p o s e s  o f  t h e  c o r p o r a t i o n ;

( 5 )  n e g o t i a t e  a n d  b e c o m e  a  p a r t y  t o  t h o s e  c o n t r a c t s  a s  a r e  
n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h e  c o r p o r a t i o n ;

( 6 )  s u e  o r  b e  s u e d  i n  t h e  n a m e  o f  t h e  c o r p o r a t i o n ;
( 7 )  p r o v i d e  r i s k  m a n a g e m e n t  a d v i c e  a n d  s e r v i c e s  t o  h o s p i ­

t a l s  ;
( 8 )  n e g o t i a t e  a n d  b e c o m e  a p a r t y  t o  c o n t r a c t s  f o r  m a n a g e ­

m e n t  s e r v i c e s  f o r  t h e  c o r p o r a t i o n ;
( 9 )  p e r f o r m  a l l  o t h e r  a c t s  n e c e s s a r y  a n d  p r o p e r  t o  c a r r y  

o u t  t h e  d u t i e s  o f  t h e  c o r p o r a t i o n ;
( 1 0 )  i n  a  f o r m  a p p r o v e d  b y  t h e  d i r e c t o r  a n d  f o r  a n  a d d i t i o n ­

a l  p r e m i u m  d e t e r m i n e d  u n d e r  A S  2 1 . 8 8 . 0 8 0 ,  i s s u e  e n d o r s e m e n t s  w h i c h  
p r o v i d e  i n d e m n i t y  f o r  c l a i m s  n o t  y e t  r e p o r t e d  w h i c h  a r i s e  o u t  o f  
p r o f e s s i o n a l  s e r v i c e s  r e n d e r e d  d u r i n g  a  p e r i o d  o f  c o n t i n u o u s  c o v e r a g e  
u n d e r  t h e  o r i g i n a l l y  i s s u e d  c o n t r a c t ,  t o  p h y s i c i a n s , n u r s e s ,  a n d  
h o s p i t a l s  w h o  p a y  t h e  p r e m i u m  f o r  i t  a n d  w h o  a r e  t e r m i n a t i n g  t h e i r  
o r i g i n a l  c o v e r e d  c l a i m s  c o n t r a c t  w i t h  t h e  c o r p o r a t i o n  f o r  a  p e r i o d  o f  
n o t  l e s s  t h a n  o n e  y e a r ;

( 1 1 )  s u b j e c t  t o  a p p r o v a l  b y  t h e  d i r e c t o r ,  e x t e n d  c o v e r a g e  
t o  a  p e r s o n ,  e n t i t y ,  o r  f a c i l i t y  t h a t  r e n d e r s  h e a l t h  c a r e  s e r v i c e s  i n  
t h e  s t a t e  u n d e r  t h e  s u p e r v i s i o n  o f  a  p h y s i c i a n .

*  S e c .  4 3 .  A S  2 1 . 9 0 . 9 0 0  i s  a m e n d e d  t o  r e a d ;
S e c .  2 1 . 9 0 . 9 0 0 .  D E F I N I T I O N S  F O R  T I T L E .  I n  t h i s  t i t l e ,  u n l e s s  
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t h e  c o n t e x t  r e q u i r e s  o t h e r w i s e ,

( 1 )  " a d i u s t e r "  m e a n s  a  p e r s o n  w h o ,  f o r  c o m p e n s a t i o n  a s a n

i n d e p e n d e n t  c o n t r a c t o r  o r  a s  a n  e m p l o y e e  o f  a n  i n d e p e n d e n t  c o n t r a c t o r ,

o r  f o r  f e e  o r  c o m m i s s i o n ,  i n v e s t i g a t e s  a n d  a d i u s t s  c l a i m s  a r i s i n g

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

i n c l u d e  a n  a t t o r n e y  a t  l a v ?  w h o  a d j u s t s  i n s u r a n c e  l o s s e s  f r o m  t i m e t o

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

i n s u r e r ;

( 2 )  " a g e n t "  m e a n s  a  p e r s o n  a p p o i n t e d  b v  a n  i n s u r e r t o

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

a u t h o r i z e d  t o d o  s o , t o e f f e c t u a t e  a n d  c o u n t e r s i g n  i n s u r a n c e  c c n -

t r a c t s ,  e x c e p t l i f e o r d i s a b i l i t y  i n s u r a n c e  o r  a n n u i t i e s ,  a n d  t o

c o l l e c t  p r e m i u m s  o n  i n s u r a n c e  o r  a n n u i t i e s ' ,

( 3 )  " a l i e n  i n s u r e r "  m e a n s  a n  i n s u r e r  f o r m e d  u n d e r  t h e  l a w s

o f  a  c o u n t r v  o t h e r  t h a n  t h e  U n i t e d  S t a t e s  o f  A m e r i c a ,  i t s  s t a t e s ,

i
d i s t r i c t s ,  t e r r i t o r i e s ,  a n d  c o m m o n w e a l t h s ; l

i
( 4 )  [ ( 2 ) ]  " a u t h o r i z e d  i n s u r e r "  m e a n s  a n  i n s u r e r  a u t h o r i z e d

b y  a  l S U B S I S T I N G ]  c e r t i f i c a t e  o f  a u t h o r i t y  i s s u e d  b y  t h e  d i r e c t o r  _ c

t r a n s a c t  i n s u r a n c e  i n  t h i s  s t a t e ;

( 5 )  " b r o k e r "  m e a n s  a  p e r s o n  w h o  i s  n o t  a n  a g e n t  o f  t h e  

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

i n d e p e n d e n t  c o n t r a c t o r  b y  c o m m i s s i o n  o r  f e e ,  s o l i c i t s ,  n e g o t i a t e s ,  o r  

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

i n s u r a n c e  o r  r e i n s u r a n c e ;  o r  i n  a n y  m a n n e r  a i d s  i n  t h e  s o l i c i t a t i o n ,  

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

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

b r o k e r ;

( 6 )  [ ( 3 ) ]  " c o m m i s s i o n e r "  m e a n s  t h e  c o m m i s s i o n e r  o f  t h e  

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ;
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1 1 ( 7 )  [ ( A ) ]  " c o u r t "  m e a n s  s u p e r i o r  c o u r t ;
( 8 )  [ ( 5 ) ]  " d i r e c t o r "  m e a n s  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f

i n s u r a n c e ;
4 ( 9 )  r ( 6 ) ]  " d i v i s i o n "  m e a n s  t h e  d i v i s i o n  o f  i n s u r a n c e ,
b !j D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ;
6 |! ( 1 0 )  [ ( 7 ) ]  " d o m e s t i c  i n s u r e r "  m e a n s  a n  i n s u r e r  f o r m e d  u n d e r

3

t h e  l a w s  o f  t h i s  s t a t e ;

10 (j
»!

nil

14
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( 1 1 )  " f i r V  m e a n s  a n  o r g a n i z a t i o n  o f  t w o  o r  m o r e  l i c e n s e e s
91 a c t i n g  i n  a s s o c i a t i o n  w i t h  e a c h  o t h e r ,  e i t h e r  i n  a  p a r t n e r s h i p ,  c o r p o ­

r a t i o n ,  o r  o t h e r w i s e ,  o r  a n  o r g a n i z a t i o n  i n  w h i c h  a  s i n g l e  l i c e n s e e
h a s  l e s s  t h a n  5 0  p e r c e n t  o w n e r s h i p  i n t e r e s t  i n  t h e  o r g a n i z a t i o n ;

i i -----------------------------------------------------------------------------------------------------------------------------
l 2 ’i ( 1 2 )  [ ( S ) ] " f o r e i g n  i n s u r e r "  m e a n s  a n  i n s u r e r  f o r m e d  u n d e rJiJ t h e  l a w s  o f  a  j u r i s d i c t i o n  o t h e r  t h a n  t h i s  s t a t e  a n d  i n c l u d e s  a n  a l i e n

i n s u r e r ;
( 1 3 )  " i n d e p e n d e n t  a d j u s t e r "  m e a n s  a n  a d j u s t e r  r e p r e s e n t i n g  

t h e  i n t e r e s t s  o f  t h e  i n s u r e r ;
( 1  A ) f ( 9 ) ]  " i n d u s t r i a l  l i f e  i n s u r a n c e "  m e a n s  t h a t  f o r m  o f

l i f e  i n s u r a n c e  w r i t t e n  u n d e r  p o l i c i e s  w i t h  a  f a c e  a m o u n t  o f  $ 1 , 0 0 0  o r
l e s s ,  w i t h  t h e  w o r d s  " i n d u s t r i a l  p o l i c y "  i m p r i n t e d  o n  t h e  f a c e  a s  p a r t
o f  t h e  d e s c r i p t i v e  m a t t e r ,  a n d  u n d e r  w h i c h  p r e m i u m s  a r e  p a y a b l e  m o n t h ­
l y  o r  m o r e  o f t e n ;

( 1 5 )  [ ( 1 0 ) ]  " i n s u r a n c e "  m e a n s  a  c o n t r a c t  w h e r e b y  o n e  u n d e r ­
t a k e s  t o  i n d e m n i f y  a n o t h e r  o r  p a y  o r  p r o v i d e  a  s p e c i f i e d  o r  d e t e r m i n ­
a b l e  a m o u n t  o r  b e n e f i t  u p o n  d e t e r m i n a b l e  c o n t i n g e n c i e s ;

( 1 6 )  [ ( 1 1 ) ]  " i n s u r e r "  i n c l u d e s  a  p e r s o n  e n g a g e d  a s  i n d e m n i ­
t o r ,  s u r e t y ,  o r  c o n t r a c t o r  i n  t h e  b u s i n e s s  o f  e n t e r i n g  i n t o  c o n t r a c t s  
o f  i n s u r a n c e  o r  o f  a n n u i t y ;

( 1 7 )  [ ( 1 2 ) ]  " p e r s o n "  h a s  t h e  m e a n i n g  g i v e n  i n  A S  0 1 . 1 0 . C 6 0
a n d  i n c l u d e s  a n  i n s u r e r ,  L l o y d ' s ,  f r a t e r n a l  b e n e f i t  s o c i e t y ,  m e d i c a l
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s e r v i c e  o r  h o s p i t a l  s e r v i c e  p l a n  a s  d e f i n e d  i n  A S  2 1 . 8 7 ,  i c i p r o c a l  o r  
i n t e r i . n s u r a n c e  e x c h a n g e ,  s y n d i c a t e ,  a n d  a n y  o t h e r  l e g a l  e n t i t y  e n g a g e d  
i n  t h e  b u s i n e s s  o f  t r a n s a c t i n g  i n s u r a n c e ,  i n c l u d i n g  a g e n t s ,  b r o k e r s ,  
a n d  c l a i m s  a d j u s t e r s ;

( 1 8 )  [ ( 1 3 ) ]  " p o l i c y "  m e a n s  t h e  w r i t t e n  c o n t r a c t  o f  o r  w r i t ­
t e n  a g r e e m e n t  f o r  o r  e f f e c t i n g  i n s u r a n c e ,  b y  w h a t e v e r  n a m e  c a l l e d ,  a n d
i n c l u d e s  a l l  c l a u s e s ,  r i d e r s ,  e n d o r s e m e n t s  a n d  p a p e r s  a t t a c h e d  t o  i t
a n d  a  p a r t  o f  i t ;

( 1 9 )  [ ( 1 4 ) ]  " p r e m i u m "  m e a n s  t h e  c o n s i d e r a t i o n  f o r  i n s u r a n c e ,  
b y  w h a t e v e r  n a m e  c a l l e d ,  a n d  b y  w h a t e v e r  m e t h o d  p a i d  o r  c o l l e c t e d ,  
i n c l u d i n g  a n  a s s e s s m e n t ,  o r  m e m b e r s h i p ,  p o l i c y ,  s u r v e y ,  i n s p e c t i o n ,
s e r v i c e  o r  s i m i l a r  f e e  o r  c h a r g e  m a d e  i n  c o n s i d e r a t i o n  f o r  a n  i n s u r ­
a n c e  c o n t r a c t ;

( 2 0 )  " s o l i c i t o r "  m e a n s  a n  i n d i v i d u a l  a u t h o r i z e d  b y  a n  a g e n t
o r  b r o k e r  t o  s o l i c i t  a p p l i c a t i o n s  f o r  i n s u r a n c e  a s  a  r e p r e s e n t a t i v e  o f
t h e  a g e n t  o r  b r o k e r  a n d  t o  c o l l e c t  p r e m i u m s  i n  c o n n e c t i o n  w i t h  t h e
i n s u r a n c e ;

( 2 1 )  [ ( 1 5 ) ]  " s t a t e "  m e a n s  a  s t a t e ,  D i s t r i c t  o f  C o l u m b i a ,
t e r r i t o r y ,  c o m m o n w e a l t h ,  o r  p o s s e s s i o n  o f  t h e  U n i t e d  S t a t e s  o f  
A m e r i c a ;

( 2 2 )  [ ( 1 6 ) ]  " t r a n s a c t "  w i t h  r e s p e c t  t o  i n s u r a n c e  i n c l u d e s
( A )  s o l i c i t a t i o n  a n d  i n d u c e m e n t ;
( E )  p r e l i m i n a r y  n e g o t i a t i o n s ;
( C )  e f f e c t u a t i o n  o f  a  c o n t r a c t  o f  i n s u r a n c e ;
( D )  t r a n s a c t i o n  o f  m a t t e r s  s u b s e q u e n t  t o  e f f e c t u a t i o n  

o f  t h e  c o n t r a c t  o f  i n s u r a n c e  a n d  a r i s i n g  o u t  o f  i t ;
( 2 3 )  [ ( 1 7 ) ]  " u n a u t h o r i z e d  i n s u r e r "  m e a n s  a n  i n s u r e r  n o t

a u t h o r i z e d  t o  t r a n s a c t  i n s u r a n c e  i n  t h i s  s t a t e .
S e c .  4 4 .  A S  2 1 . 9 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :
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S e c .  2 1 . 9 0 . 9 1 0 .  E X C E P T I O N S  FROM D E F I N I T I O N S .  T h e  d e f i n i t i o n s  o f  
" a d j u s t e r , "  " a g e n t , "  " b r o k e r , "  " f i r m , "  a n d  " s o l i c i t o r "  i n  A S  2 1 . 9 0 . 9 0 0  
d o  n o t  i n c l u d e

( 1 )  i n d i v i d u a l s  e m p l o y e d  a n d  u s e d  b y  a g e n t s  f o r  t l ^  p e r f o r ­
m a n c e  o f  c l e r i c a l ,  s t e n o g r a p h i c ,  a n d  s i m i l a r  o f f i c e  d u t i e s ;  i n c i d e n t a l  
t a k i n g  o f  a n  a p p l i c a t i o n  f o r  i n s u r a n c e  f r o m  t i m e  t o  t i m e  i n  t h e  o f f i c e  
o f  t h e  e m p l o y i n g  a g e n t  i f  t h e  e m p l o y e e ' s  c o m p e n s a t i o n  i s  n o t  c o n t i n ­
g e n t  u p o n  o r  r e l a t e d  t o  t h e  v o l u m e  o f  a p p l i c a t i o n s ,  i n s u r a n c e ,  o r
p r e m i u m s ;

( 2 )  t h e  a t t o r n e y - i n - f a c t  o f  a  r e c i p r o c a l  i n s u r e r ,  o r  t h e  
s a l a r i e d  t r a v e l i n g  r e p r e s e n t a t i v e  o f  a  r e c i p r o c a l  o r  m u t u a l  i n s u r e r  
n o t  c o m p e n s a t e d  o n  a  c o m m i s s i o n  b a s i s .

*  S e c .  4 5 .  A S  2 1 . 0 3 . 0 3 0 ,  2 1 . 0 3 . 0 4 0 ,  2 1 . 0 3 . 0 5 0 ;  A S  2 1 . 0 6 . 0 4 0 ;  A S  2 1 . 2 7 . -  
0 4 0 ( b ) ,  2 1 . 2 / . 4 7 0 ,  2 1 . 2 7 . 4 8 0 ,  2 1 . 2 7 . 4 9 0 *  2 1 . 2 7 . 5 0 0 ,  2 1 , 2 7 . 5 1 0 ,  2 1 . 2 7 . 5 2 0 ;
A S  2 1 . 3 6 . 2 1 0 ( c ) ,  2 1 . 3 6 . 2 1 0 ( e ) ,  2 1 . 3 6 . 2 3 0 ,  a n d  2 1 . 3 6 . 3 0 0  a r e  r e p e a l e d .

*  S e c .  4 6 .  S e c t i o n s  1 -  2 9  a n d  3 1  -  4 5  o f  t h i s  A c t  a p p l y  t o  i n s u r a n c e  
p o l i c i e s  e n t e r e d  i n t o  o r  r e n e w e d  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  s e c s .  
1 -  2 9  a n d  3 1  -  4 5  o f  t h i s  A c t .

*  . S e c .  4 7  S e c t i o n  3 0  o f  t h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r
A S  0 1 . 1 0 . 0 7 0 ( c ) .
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SECTION BV SECTION COMMENTRHV 

CSHB 46 (RIs)

4/30/B7

Prepared by: Alaska Diuision of Insurance 

Date: 5/1/8?

OUERUIEUJ

This committee substitute encompasses about 13 insurance issues in 

one “omnibus" billl on insurance issues. Most of the items contained in 

the bill haue, at one time or another, been requested by the Diuision of 

Insurance. The Diuision of Insurance supports this legislation.

The material that folloios mill attempt to identify each issue 

addressed by the bill, enplain the purpose and to comment section by 

section.

For ease in tracking the uarious issues, m e  haue prouided page breaks 

folioiuing the commentary on each issue. The issues are:

General Rgents / Managers (Pages 2-3)

Continuous License (Pages 4-6)
Firm / Indiuidual License (Pages 7-9)

Broker Bond (Page 10)
Broker as Agent (Pages 11-12)
Producer Financial / Fiduciary Recounts (Pages 13-14)

Alien Trusts Deposits (Page 15)
Commercial Cancellation (Pages 16-19)

Pro Rata on Cancellations (Page 20)
Nurse Couerage (Page 21)
Relocation of Definitions (Page 22)

Elimination of Domestic Ta» Enemption (Page 23)
Remoual of Obsolete or Duplicatiue Prouisions (Page 24)
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P r e p a r e d  5 / 1 / 8 7

■

GENERAL RGENTS / MRNRCERS

This issue eliminates confusion with RS 21.09.280, which currently 

attempts to distinguish between "general agents" who are required to 

be licensed and "managers" who are not. It .s a distinction that has 

been difficult to apply. The basic role of both entities is often the 
same, and the Alaska Insurance Code does not adequately make a 
distinction between the two. The bill eliminates references to 

managers and requires all general agents to be licensed. It then lists 

those specific entities that will not be considered general agents.

Section I. (Page 1, Lines 9-20)

RS 21.09 deals with insurance companies that apply for and are issued 

a Certificate of Authority. These companies haue elected to make 

themselues subject to regulation by the Alaska Director of Insurance 

and ore referred to as admitted companies. The change in this Section 
makes it clear that an admitted company may only do business 
through persons or entities licensed by Alaska including general 
agents.

Section 2. (Page 1, Lines 21-2 ̂  Page 2, Lines 1-16)

This Section remoues the references to managers. In §(b), the point 

that the general agent is licensed in the same manner as an agent 

iicensed under RS 21.27, is clarified. This is a uiew that the Diuision 

has applied in practice, but is more than a little uague in statute.

In §(c), the reference to RS 21.27.500 is remoued since its content is 

incorporated in the newt Section.

Section 5. (Page 2, Lines 17-29; Page 3, Line 1-2)

§ (f) in this Section, moues a prouision from RS 21.27.500. It prouides 

that salaried employees of an insurance company are not subject to 

license for their actiuities on behalf of the insurer, euen though that

P a g e  2
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actiuity may naue the same appearance as a general agent.

§(g) exempts persons or entities mho perform general agent type 

services for an insurance company mhen that person or entity is:

(1) a subsidiary of the insurance company;

(2) the omner of the insurance company; or

(3) omned by the holding company that omns the insurance 
company.

Section 46 (Page 31, Lines 1-4)

This Section includes a repeal of AS 21.27.500, on line 2.

P a g e  3
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CONTINUOUS LICENSE

This bill introduces a continuous insurance license for agents, brokers, 

solicitors, adjusters, and general agents, rather than the current 

system requiring annual renemal. fill licensees, homeuer, mill still pay 
an annual fee, and failure to pay mill result in revocation or 

suspension of the license. This change should reduce the papermork 

currently handled by the Division.

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)

Continuous license language appears on Page 2, Lines 9-13.

Section 4. (Page 3, Lines 3-10)

Reference to renem is removed on Lines 5 0* 6. The change on Lines 9 

O' 10 is not substantive.

Section 5. (Page 3, Lines 11 -28)

HS 21.27.030(a)(1) is a controlled business prohibition. The substance 

of this paragraph has been moved tr> Section 6. §(a) is revised to deal 

mith the nem applicant. Reference w  renemal has been removed.

Section 6. (Page 3, Line 29; Page 4, Lines 1-7)

This addition to RS 21.27.030 addresses the controlled business 
prohibition on an exist nq license.

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

Reference to renemal remoued on Page 5, Line 6.

P a g e  4
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Section 10. (Page 6, Lines 15-29; Page 7, Lines 1-3) 

Reference to date of expiration is removed on Page 7, Line 2.

Section 12. (Page 7, Lines 26-29; Page 8, Lines 1 -9)

This Section addresses licenses for vending machines that dispense 
policies of personal travel accident insurance. The only change of 
substance is that on Page 8, Line 3 ivhere reference to annual 
continuation and expira&ion is removed.

Section 15. (Page 8, Lines 10-22)

The references to renemal are addressed on Lines 11-13.

Section 17. (Page 9, Lines 15-19)

The reference to renemal appears on Line 17.

Section 18. (Page 9, Lines 20-26)

The reference to date o* expiration is removed on Line 24.

Section 22. (Page 11, Lines 11 -27)

This Section has been completely remorked to reflect continuous 
licenses. In §(a) and §(b), annual fee dates differ in some cases from 
current renemal dates. Under present lam, resident licenses expire on 

June 30, except for brokers, mhich expire on December 31. 

Nonresident agent and brokers expire a year from issue and 

nonresident adjusters on June 30. The continuation fee proposed 

mould be due on all agents, solicitors, or adjusters on June 30, and all 

brokers on December 31.

P a g e  5
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The only other substantiue change appears in §(d) u/here the sur­

charge for late renewal is established by regulation. This concept is 

already the case for all other fees of the Diuision of Insurance.

Section 24. (Page 12, Lines 16-29; Page 13, Lines 1-19)

The reference to refuse to renew is remoued on Page 12, Line 18. 
Surplus lines broker licenses are not being changed to continuous 

license. This accounts for the inserted language on Lines 19 and 20. 
This type of licensee is the one that prouides entry to the nonadmitted 

market place and is required to post a $200,000 bond. Further, 

producers of business for risk retention groups or risk purchasing 

groups under the recently passed Federal law must haue this type of 

license. OJe would prefer to see how things are going to shape up 

with the new Federal Ret before w e  recommend a change

Section 26. (Page 13, Lines 25- 29; Page 14, Lines 1-7)

References relating to renewal remoued.

Section 27. (Page 14, Lines 8-19)

References relating to renewal remoued.

Section 2B. (Page 14, Lines 20-29) 

References relating to renewal remoued. 

Section 29. (Page 15, Lines 1-7) 

Reference relating to enpiration remoued. 

Section 42. (Page 24, Lines 16-22) 

Reference relating to renewal remoued.

P a g e  6
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FIRM / 1NDIUIDURL LICENSE

This portion of the bih creates a new distinction between indiuidual 

licenses issued to indiuidual persons, and firm licenses issued to 

associations of indiuidual licensees. Under current law, persons 

operating under a firm's license do not typically hold an indiuidual 

license, but are named to act on the firm license. This renders 

indiuidual accountability difficult. In some cases there is a constant 
actwity on a firm's license file os indiuiduuls are added or deleted.

Also under current law, adjusting firms are not licensed, only 

indiuiduals. W e  haue experienced situations where firms haue ignored 

Alaska Law to the detriment of the public and indiuidual licensees 
withir. the firm. This extends the accountability principle to adjusting 

firms. It will yiue the Diuision of Insurance a better regulatory 

auersight of the industry by requiring that euery person selling or 
adjusting insurance contracts, whether indiuidual or firm, haue the 

appropriate license.

Section ». (r'age 4, Lines 8-29; Page 5, Lines 1-9)

This Section concerning examination of applicants for insurance 
license has been changed to apply to indiuidual licensees. Since each 

indiuidual is licensed it is not necessary to require that a firm be 

examined. This is accomplished with insertions at Page 4, Line 10 and 

Page 5, Line 3.

Section 8. (Page 5, Lines 10-29; Page 6, Lines 1-8)

This Section addresses the qualifications for license. It has been 

modified to make it applicable to indiuidual licensees. The language on 

Page 6, Lines I and 2, auoid additional paperwork by prouiding that a 

person acting on behalf of a firm is couered by the firm's appointment.

S e c t i o n  9 .  ( P a g e  6 ,  L i n e s  9 - 1 4 )
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This Section also addresses the qualifications for license. It applies to 

firm licenses.
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Section 10. (Page 6, Lines 15-29; Page 7, Line 1-3)

The only changes of substance in this Section are found on Page 6, 
Lines 22-25. The distinction between firm and curpsration is remoued. 
fi definition for firm is introduced in Section 44 on Page 28, Lines 

25-28. The only person to be named on a firm license will be the 
principal or manager of the firm.

Section 11. (Page 7, Lines 4-25)

This Section requires thot the firm be licensed to the same extent as 

persons employed by the firm. Use by a firm of unlicensed persons 
who are required to be licensed is cause for reuocation or suspension.

Section 14. (Page 8, Lines 23-26)

This Section prouides that the firm broker bond couers indiuidual 

broker members of the firm.

Section 23. (Page II, Lines 28-29; Page 12, Lines 1-15)

This Section addresses temporary licenses. It prouides for a 

temporary license if the principal or manager should die. This is not a 

substantiue change.

Section 25. (Page 13, Lines 20-24)

Since persons are no longer designated in the license to exercise its 

powers, the language has been reuised to acting on behalf of the firm.

P a g e  8
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Section 44. (Page 27, Lines 16-29; Page 28, Lines 1-29;

Page 29, Lines 1-29; Page 30, Lines 1-16)

Definition of "firm" introduced on Page 28, Lines 25-28.

Section 46. (Page 31, Lines 1-4)

AS 21.27.040(b) is repealed on Line 2. This is the subsection that 
requires firms to designate all indiuiduals on the firm license.

P a g e  9
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BROKER BOND

This section proposes to increase the bond required of a broker from 

the current $5,000 to $10,000. The bond is available for the people of 

the state. The increased bond uiill haue an increased cost, but the 

amount is not excessive This is not a Division of Insurance proposal, 
but we have no objection to it.

Section 14. (Page 8, Lines 10-22)

The increased bond amount appears on Lines 16 and 13.

P a g e  1 0
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BROKER RS R6ENT

Alaska currently licenses tmo kinds of insurance producer under RS 

21.27, agent and broker. The agent represents an insurance company 

through appointment and contract. On the other hand, the broker 
represents the purchaser of insurance. It is typical for an insurance 
producer to hold both types of license. R purchaser of insurance 
usually does not knom, under mhich license a producer is acting. Host 
insurance producers do try to balance the interests of the purchaser 

of couerage and the prouider of couerage, and some do this quite mell. 

Normally this is not an issue of concern, but mhen a producer becomes 

insoluent or has misused trust account monies, the issue can be uery 

important.

If an agent collects premium funds for an insurer, the insurer is 

deemed to haue receiued those funds mhether they are sent to the 

insurer or not. UJhen the insurer sends notice of cancellation for 
nonpayment of premium, the insured need unly shorn his cancelled 

check and the couerage mill be reinstated.

If a broker misappropriates premium funds, and does not pay them to 
the insurer or intermediary, and a notice is sent by the company mhich 
has not receiued payment, the couerages are generally not reinstated. 
The Diuision has had tmo major cases of this description and a number 

of smaller ones, mhere the public has been hurt. The resolution is to 

prouide that mhen a broker places couerage mhich can be euidenced 

by a binder, issuance of a policy, or some acknomledgement from the 
insurer or its representatiue, then the insurer is considered to haue 
receiued those funds mhether it has or not. The broker is considered 

to be the agent of the company for purposes of premium collection.

An additional issue, is the need to haue the producer collecting funds 
at the initiation of the transaction, clearly state that he is acting as a 

broker and couerages are not bound until confirmed by an insurer, or 

to return the funds to the purchaser of couerage.

P a g e  11
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Section 15. (Page 8, Lines 10-22)

This Section deals with the brokers' bond. One group of persons who 

could be aduersely impacted with "agent as broker", is the wholesale 

broker or general agent who U in between the producing broker and 
the insurance company. It is possible that they might bear the 

financial brunt of this solution. Relief is offered by allowing them to 

access to the brokers' bond.

Section 15. (Page 8, Lines 27-29; Page 9, Line 1)

This Section makes clear the fact that the broker cannot bind an 

insurer.

Section 16. (Page 9, Lines 2-14)

This Section establishes the concept of "broker as agent for purposes 
o f  p rem iu m  co l lect ion ."  (d) n e w l y  p r o u id e s  t h a t  o b r o k e r  m ay n o t  
knowingly accept payment for couerage until that couerage is 

authorized by an insurer.

P a g e  1 2
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   . . .

V"

PRODUCER FINBNCiflL I FIDUCIARY ACCOUNTS
The Diuision has been working with the Alaska Association of 

independent Insurance Agents and Brokers concerning financial 

problems with some insurance agents and brokers and their handling 

of insurance premium monies. To this end, w e  haue aided in 
deueloping some clarifications to those sections of the insurance 

code.

Agents and brokers are required to receiue insurance premium monies 
in a fiduciary capacity. Unfortunately, the first sign that all is not well 

with an agents' or brokers' fiduciary account is when it is too late. 

One good indicator of a deueloping problem would be good accounting 
records accessible by the Diuision, which are required with this bill.

The Diuision has need of tools that can be used to resoiue fiduciary 
and financial difficulties at an earlier point in time. One tool is the 

ability to reuiew financial summaries or detail, such as trial balance, 

income statement, journal detail, etc. in a Diuision of Insurance office 
for enamination when requested. These documents would be 

confidential.

The clarifications addressed in this issue coupled with the Broker as 

Agent resolution should manimize protection to insurance purchasers.

Section 19. (Page 9, Lines 27-29; Page 10, Lines 1 -9)

This is a new requirement specifically requiring an agent or broker to 
haue accounting and financial records and to maintain them in 

accordance with generally accepted accounting principles. These 
records are aueilable for reuiew and are confidential when in the 

possession of the director.

Section 20. (Page 10, Lines 10-21)

§(b) contains the requirement for a premium fiduciary account. The 

change clarifies the fact that other funds can not be commingled with

P a g e  1 3
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it eucept as specifically permitted in Section 21.

Section 21. (Page 10, Lines 22-29; Page 11, Lines 1-10)

§(d) permits a limited commingling of nonpremium funds in the 
fiduciary account for specific premium related purposes. Accounting 
for nonpremium funds is required.

§(e) makes clear that the premium funds required to be in the 
fiduciary account can not be used or represented to be asset funds. 
Funds optionally permitted to be in the fiduciary account, such as 

reserue funds are an asset of the agent or broker.

§(f) introduces a definition for "fiduciary account."

P a g e  1 4
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ALIEN TRUST DEPOSITS

This issue is considered the #1 priority legislatiue need this session 

and it relates to the trust fund requirements for alien surplus lines 
insurers wishing to business in Alaska. An alien insurer is one formed 

under the laws of a country other than the United States.

At the present time, AS 21.34.040(c) prouides that an alien surplus 
lines insurer must maintain a trust fund for the benefit of 

policyholders in the United States in an amount not less than $3.5 
million. That $3.5 million figure is scheduled to increase to $5 million 
on June 20, 1987. This portion of the bill would eliminate this 

scheduled increase and reduce the trust fund requirement to $1.5 

million, the leuel required before June 20, 1985.

This proposal would auoid the necessity to declare as ineligible, 

approuimately 95% of the alien surplus line companies doing business 

in the Alaska market. There is a great deal of concern about the 

reduction of auailable insurance markets for euposures in this state. 

If the current language in statute were to be enforced, many insurers 
who now prouide ualuable markets would be ineligible for use here. 
Alaska is out of step with the rest of the country on this issue where 
the norm is a deposit of $1.5 million. This proposal does not impact 

the minimum capital and surplus required of alien insurers.

Section 30. (Page 15, Lines 8-29; Page 16, Lines 1-12)

The language to accomplish the change noted aboue appears on Page 
15, Lines 21-22. Other changes are not substantiue.

Section 48. (Page 31, Lines 8-9)

This Section is an immediate effectiue date for Section 30 only.

P a g e  15



C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )

P r e p a r e d  5 / 1 / 8 7

COMMERCIRL CRNCELLRTION

RS 21.36.210 - 310 currently places a limitation on an insurance 

company's right to cancel in mid-term, personal lines of insurance, 
such as automobile insurance or homeowners insurance. This whole 

section of law deals with insurer initiated cancellations. The 
insurance crisis of the past few years, accented the need that this 
kind of protection should also be prouided for commercial policies.

To accomplish this, it is necessary to substantially rework RS 
21.36.210 - 310. R number of sections haue been relocated and a 

distinction made between personal insurance and business or 

commercial insurance. The personal insurance limitation is unchanged 

eucept that notice period has been reuised. This issue has been the 

one generating the most fine tuning during the hearing process.

The business or commercial insurance notice is similar to those in 

many states. This proposal preserues the insurers right to cancel but 
does require an adequate period of notice, a statement of the reasons 
for the cancellation, and requires, in most cases, that any unearned 
premium bs returned to the insured before the effectiue date of 
cancellation, fl notice requirement has been added for an increase of 
premium at renewal or a change in couerage. Notice must be giuen 

prior to eupiration.

The normal period of notice for cancellation will be 30 days for 
personal lines and 60 days for commercial and business insurance 

policies. Notice for nonpayment will be 20 days. Notice for special 
reasons such as suspension or reuocation of license, conuiction of a 

crime related to the type of couerage prouided, and material 

misrepresentation will haue a 10 day noti? e. Notice of nonrenewal 

will remain at 20 days for personal insurance and will be 45 days for 
commercial nonrenewals.

Section 31. (Page 16, Lines 13-24) 

No substantiue change.

P a g e  1 6
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S e c t i o n  3 2 .  ( P a g e  1 6 ,  L i n e s  2 5 - 2 9 ;  P a g e  1 7 ,  L i n e s  1 - 2 )

Section 35. (Page 17, Lines 3-21)

No substantiue change.

Section 34. (Page 17, Lines 22-29; Page 18, Lines 1-9) 

This Section lists the notice periods for personal insurance.

Section 35. (Page 18, Lines 10-29; Page 19, Lines 1-29;
Page 20, Lines 1-2)

§(b) of this Section establishes the notice periods for business or 
commercial insurance.

§(c) requires the return of unearned premium prior to the effectiue 

date of cancellation. If the cancellation is for nonpayment, return of 

unearned premium must occur within 30 days after notice of 

cancellation is giuen. Rudits on auditabie policies must also be made 

before the effectiue date of cancellation and unearned premium 
returned before the expiration of the policy, where the reason for 
cancellation is other than nonpayment, and some specified exceptions.

lilhile this may cause some difficulty for the insurer, it should be 
remembered that this speaks to an insurer initiated cancellation. 

Insurers can use tentatiue or projected numbers for the period 
following the notice of cancellation. They often know they are going 

to cancel, so usually they can also control the audit process. The 

insured with an auditabie policy is entitled to the same protection as 

an insured with a nonauditable policy. The insurer may elect to waiue 

an audit on cancellation, which is their right currently. If the Diuision
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finds that the waiuer is not in the insureds interest, it can require that 

an audit be made under §(d).

§(d) prouides that the Director has the authority to order an audit 

warned by an insurer under §(c). This would be done when the director 

belieues an insurer is acting unfairly to on insured.

§(e) clarifies that a reason for cancellation will be giuen in all cases. 

Section 56. (Pag^ 20, Lines 3-21)

This section prouides for a notice to be giuen of a premium increase or 

of a couerage change 20 days before expiration in the case of 

personal insurance and 45 days before expiration in the case of 

business or commercial insurance. This doe ..ot apply to workers' 
compensation insurance.

Section 57. (Page 20, Lines 22-29: Page 21, Lines 1-12)

The notice of nonrenewal is unchanged for personal insurance at 20 

days. The notice of nonrenewal for business or commercial insurance 

is 45 days. Failure to giue required notice results in continued couer.

Section 58. (Page 21, Lines 13-22)

No substantiue change.

Section 40. (Page 22, Lines 10-16)

This section requires that a notice of cancellation be sent to the last 

known address that the insurer haue a post office receipt of mailing.

Section 41. (Page 22, Lines 17-29; Page 23, Lines 1-29;

Page 24, Lines 1-15)

P a g e  1 8
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The definition of "business or commercial insurance" is new. The 

remainder of the changes in this Section are not substantiue. The limit 
on cancellation will extend to uessels under 50 displacement tons 

which will couer most of Alaska's fishing fleet.

Section 46. (Page 31, Lines 1-4)

RS 21.36.210(c) is repealed as it is not needed.

RS 21.36.210(e) is repealed because it has been relocated in the 
definition of "personal insurance" on Page 23, Lines 18-29 and Page 

24, Lines 1-4.

RS 21.36.230 is repealed as it is not needed.

RS 21.36.300 is repealed because it has been moued to Section 32.

P a g e  1 9
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PRO RRTR ON CRNCELLRT18NS

There are two basic methods of computing return premium on u 
cancelled policy. In industrg parlance, these are referred to os short 
rate and pro rata. Short rate is used on a cancellation initiated by the 

insured and has a built-in penalty. Pro rata is used on cancellations 
initiated by the insurance company and the earned portion of premium 
is proportionate to the period of couerage. The short rate method of 

computation is often a cause for complaint because of abuse. Most 
complaints deal with the size of the penalty prouision.

Short rate penalty was originally intended to reflect an expense of the 

insurer that was, for the most part, beyond the insurers' control. It 

also prouides some protection from seuere market disruption. The 

Diuision has considered the elimination of short rate by regulation, but 

authority is uague. IDe would prefer to continue some form of short 

rate penalty but be able to address the abuses.

Section 59. (Page 21, Lines 23-29; Page 22, Lines 1-9)

This Section limits the short rote penalty to 7.5% of the unearned 

premium.

Section 47. (Page 31, Lines 5-7)

This Section makes clear that this new requirement does not affect 

in-force contracts, thus sidestepping potential constitutional 

conflicts.
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NURSE COUERBGE

This proposal will add nurses to the list of health care professionals 

who can obtain professional liability insurance from the Medical 

Indemnity Corporation of Rlaska which was formed under RS 21.88 in 

1976. This is primarily a backup action since nurses haue recently 

been able to put together a national program that appears to resolue 
their auailability difficulties. The Diuision of Insurance has no 

objection to this proposal.

Section 45. (Page 24, Lines 23-29; Page 25, Lines 1-29;

Page 26, Lines 1-29; Page 27, Lines 1-15)

"Nurse" or "nurses", is added on Page 24, Line 27; Page 25, Lines 1, 4, 

12, 13, 8* 16 and on Page 27, Line 9.
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RELQCRTION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in RS 21.90. In 

addition, chapters contain definitions that in some cases haue a more 

general application. These should be located in the general definition 

chapter. The changes in this case are not substantiue, but merely 
represent relocation with one enception, the definition of "firm," 
which has been already discussed on Page 8-9, under Sections 10 0* 44.

Section 44. (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

§(1), "adjuster" on Page 27, Lines 19-25, was formerly RS 

21.27.510(a).

§(2), “agent" on Page 27, Lines 26-29 and Page 28, Line 1, was 

formerly RS 21.27.470.

§(5),  "broker" on  P o g e  28 ,  Lines 8 - 1 5 ,  w o s  f o r m e r l y  RS 2 1 . 2 7 . 4 8 0 .

§(11), "firm" on Page 28, Lines 25-28 is new. See discussion on Page 8,

§(13), "independent adjuster" on Page 29, Lines 3-4, was formerly RS 

21.27.510(b).

§(20), "solicitor" on Page 30, Lines 2-5, was formerly RS 21,27.490.

Section 45. (Page 30, Lines 17-2.9)

This Section was formerly RS 21.27.520. No substantiue change.

Section 46. (Page 31, Lines 1-4)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, fr RS 21.27.520 

are repealed as discussed in Sections 44 and 45 aboue.
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ELIMINATION OF DOMESTIC TRH EHEMPTION

This item proposes to terminate a tan exemption presently granted to 

a domestic Alaska insurer during its first fine years of existence. 
There is a potential constitutional issue with continuance of the tax 

exemption. In the past, large national insurance holding companies 

haue taken aduantage of this feature and in some coses, there has 
been a strong question about whether some of those companies were 
truly domestic Alaska insurers. The Diuision of insurance has no 

objection to this proposal.

Section 46. (Page 31, Lines 1-4)

AS 21.09.210(c) is repealed on Line 3, eliminating the domestic tax 

exemption.
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The present Insurance Code was adopted In 1966. Rt the time of 

adoption, there were a number of prouisions intended to preuent 

disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ gears haue passed and the sections are obsolete. 

Included in the repeal is a section that duplicates prouisions of the 
ethics bill adopted bg the Fourteenth Legislature.

Section 46. (Page 31, Lines 1-4)

RS 21.03.030, RS 21.03.040, RS 21.03.050 and RS 21.06.040 are 

repealed.

R E M O U R L  OF  O B S O L E T E  OR D U P H C R T I U E  P R O L U S I O N S
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GENERAL AGENTS / MRNRGERS

Section I. (Page 1, Lines 9-20)

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)

Section 5. (Page 2, Lines 17-29; Page 3, Line 1-2)
Section 46 (Page 31, Lines 1-4)

CONTINUOUS LICENSE

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)
Section 4. (Page 3, Lines 3-10)

Section 5. (Page 3, Lines 11-28)

Section 6. (Page 3, Line 29; Page 4, Lines 1-7)

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9) 

Section 10. (Page 6, Lines 15-29; Page 7, Lines 1 -3)
Section 12. (Page 7, Lines 26-29; Page 8, Lines 1 -9)

Section 13. (Page 8, Lines 10-22)
Section 17. (Page 9, Lines 15-19)
Section 18. (Page 9, Lines 20-26)
Section 22. (Page 11, Lines 11-27)
Section 24. (Page 12, Lines 16-29; Page 13, Lines 1-19)
Section 26. (Page 13, Lines 25- 29; Page 14, Lines 1-7)

Section 27. (Page 14, Lines 8-19)

Section 28. (Page 14, Lines 20-29)

Section 29. (Page 15, Lines 1-7)

Section 42. (Page 24, Lines 16-22)

FIRM / INDIUIDURL LICENSE

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

Section 8. (Page 5, Lines 10-29; Page 5, Lines 1 -8)
Section 9. (Page 6, Lines 9-14)

Section 10. (Page 6, Lines 15-29; Page 7, Line 1-3)
Section 11. (Page 7, Lines 4-25)

Section 14. (Page 8, Lines 23-26)

Section 25. (Page 11, Lines 28-29; Page 12, Lines 1-15)
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Section 25.

Section 44. (Page 27, Lines 16-29; Page 28, Lines 1-29;

Page 29, Lines 1-29; Page 30, Lines 1-16) 
Section 46. (Page 31, Lines 1 -4)

BROKER BOND

Section 14. (Page 8, Lines 10-22)

BROKER RS AGENT

Section 13. (Page 8, Lines 10-22)
Section 15. (Page 8, Lines 27-29; Page 9, Line 1)

Section 16. (Page 9, Lines 2-14)

Section 19. (Page 9, Lines 27-29; Page 10, Lines 1 -9)

Section 20. (Page 10, Lines 10-21)
Section 21. (Page 10, Lines 22-29; Page 11, Lines 1-10)

ALIEN TRUST DEPOSITS

Section 30. (Page 15, Lines 8-29; Page 16, Lines 1-12)

Section 48. (Page 31, Lines 8-9)

COMMERCIAL CANCELLATION

Section 31. 
Section 32. 
Section 35. 
Section 54. 

Section 55.

Section 56. 

Section 37.

(Page 16, L 

(Page 16, L 
(Page 17, L 
(Page 17, L 

(Page 18, L 
Page 20, L 

(Page 20, L 

(Page 20, L

nes 13-24)

nes 25-29; Page 17, Lines 1-2) 

nes 3-21)
nes 22-29; Page 18, Lines 1-9) 

nes 10-29; Page 19, Lines 1-29; 

nes 1-2) 
nes 3-21)
nes 22-29; Page 21, Lines 1-12)
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Section 40. (Page 22, Lines 10-16)

Section 41. (Page 22, Lines 17-29; Page 23, Lines 1-29;
Page 24, Lines 1-15)

Section 46. (Page 31, Lines 1-4)

PRO RRTR ON CANCELLATIONS

Section 59. (Page 21, Lines 23-29; Page 22, Lines 1-9)
Section 47. (Page 31, Lines 5-7)

NURSE CQUERRGE

Section 45. (Page 24, Lines 23-29; Page 25, Lines 1-29;

Page 26, Lines 1-29; Page 27, Lines 1-15)

REL0CRT10N OF DEFINITIONS

Section 44. (Page 27, Lines 16-29; Page 28, Lines 1-29;

Page 29, Lines 1-29; Page 30, Lines 1-16)

§(1), "adjuster" on Page 27, Lines 19-25, mas formerlg RS 
21.27.510(a).

§(2), "agent" on Page 27, Lines 26-29 and Page 28, Line 1, mas 
formerly RS 21.27.470.

§(5), "broker" on Page 28, Lines 8-15, mas formerly RS 21.27.480.

§(11), "firm" on Page 28, Lines 25-28 is nem. See discussion on Page 8.

§(13), "independent adjuster" on Page 29, Lines 3-4, mas formerly RS 
21.27.510(b).

§(20), "solicitor" on Page 30, Lines 2-5, mas formerly RS 21.27.490.

P a g e  3
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Section 46. (Page 31, Lines 1-4)

ELIMINATION OF DOMESTIC TRH EHEMPT1DN 

Section 46. (Page 31, Lines 1-4)

REMOURL OF OBSOLETE OR DIIPLICflTIUE PROUISIONS 

Section 46. (Page 31, Lines 1 -4)
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This proposal encompasses about 13 insurance issues in one "omnibus" bill on 
insurance issues. Most of the items contained in the bill have, at one time or another, 
been requested by the Division. The Division supports this legislation.
GENERAL AGENTS/ MANAGERS
This issue eliminates confusion with AS 21.09.280, which currently attempts to distinguish 
between "general agents" who are required to be licensed and "managers" who are not. 
The distinction is difficult to apply, since definition is unclear. The bill requires all general 
agents to be licensed, and lists specific exceptions.
CONTINUOUS LICENSE
This bill introduces a continuous license for agents, brokers, solicitors, adjusters, and 
general agents, to replace annual renewal. All licensees will pay an annual fee with 
failure to pay resulting in revocation or suspension of license. This change should reduce 
the paperwork handled by the Division.
FIRM / INDIVIDUAL LICENSE
This portion of the bill creates a new distinction between individual licenses issued to 
individual persons, and firm licenses issued to associations of individual licensees. 
License will be required for all individuals to provide individual accountability. This 
principle will also be extended to adjusting firms. We have experienced situations where 
firms have ignored Alaska Law to the detriment of the public and individual licensees 
within the firm.
BROKER BOND

^ This section proposes to increase the bond required of a broker from the current $5,000 to 
$10,000. The bond is available for the people of the state. The increased bond will have 
an increased cost, but the amount is not excessive.
BROKER AS AGENT

’J  Alaska currently licenses two kinds of insurance producer, agent and broker. The agent 
represents an insurance company through appointment and contract The broker does 
not Producers typically hold both types of license. A purchaser of insurance usually 
does not know which license is being used. This really becomes a concern when a 
producer becomes insolvent or has misused trust account monies.

P a g e  1
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This proposal provides that when a broker places coverage which can be evidenced by a 
binder, issuance of a policy, or some acknowledgement from the insurer or its 
representative, then the insurer is considered to have received those funds whether it 
has or not The broker is considered to be the agent of the company for purposes of 
premium collection.
PRODUCER FINANCIAL/ FIDUCIARY ACCOUNTS
The Division has been working with the Alaska Association of Independent Insurance 
Agents and Brokers concerning financial problems with some insurance agents and 
brokers and their handling of insurance premium monies. Unfortunately, the first sign that 
all is not well with an agents' or brokers' fiduciary account, in which he required to receive 
all premium, is when it is too late. One good indicator of a developing problem would be 
good accounting records accessible by the Division, which are required with this bill. This 
tool, coupled with other items in this bill should maximize public protection.
ALIEN TRUST DEPOSITS
This issue is our #1 priority legislative need this session and it relates to the trust fund 
requirements for alien surplus lines insurers. An alien insurer is one formed under the 
laws of another co u ntry.
Statute now requires that an alien surplus lines insurer maintain a trust fund for the 
benefit of policyholders in the United States in an amount not less than $3.5 million. That 
$3.5 million figure is scheduled to incre ase to $5 million on June 20, 1987. This portion of 
the bill would eliminate this scheduled ncrease and reduce the trust fund requirement to 
$1.5 million, the level required by the other 49 states.
This proposal would avoid the necessity to declare as ineligible, approximately 95% of 
the alien surplus line companies doing business in the Alaska market, with resultant 
reduction of available insurance markets for exposures in this state.
COMMERCIAL CANCELLATION
The insurance crisis of the past few'years, accented the need to provide some kind of 
protection for commercial policies. This proposal preserves the insurers right to cancel 
but does require an adequate period of notice, a statement of the reasons for the 
cancellation, and requires, in most cases, that any unearned premium be returned to the 
insured before the effective date of cancellation. A notice requirement has been added 
for an increase of premium at re news. I or a change in coverage. Notice must be given 
prior to expiration.

P a g e  2
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There are two basic methods of computing return premium on a cancelled policy, which 
are refemed to as pro rata and short rate. Pro rata is used on cancellations initiated by the 
insurance company and the earned portion of premium is proportionate to the period of 
coverage. Short rate is used on a cancellation initiated by the insured and has a built-in 
penalty. The short rate method of computation is often a cause for complaint because of 
abuse. Most complaints deal with the size of the penalty provision. This proposal places 
a reasonable limit on the size of the penalty.
NURSE COVERAGE
This proposal will add nurses to the list of health care professionals who can obtain 
professional liability insurance from the Medical Indemnity Corporation of Alaska. This is 
primarily a backup since nurses have been able to put together a national program that 
resolves their availability difficulties.
RELOCATION OF DEFINITIONS
Definitions in the Insurance Code (Title 21) are found in AS 21.90. In addition, chapters 
contain definitions that in some cases have a more general application. These should be 
located in the general definition chapter. The changes in this case are not substantive.
ELIMINATION OF DOMESTIC TAX EXEMPTION
This item proposes to terminate a tax exemption presently granted to a domestic Alaska 
insurer during its first five years of existence. There is a potential constitutional issue with 
continuance of the tax exemption.
REMOVAL OF OBSOLETE OR DUPLICATIVE PROVISIONS
The present Insurance Code was adopted in 1966. A number of provisions intended to 
prevent disruption of activities still remain in statute. These provisions are now obsolete. 
Included in the repeal is a section that duplicates provisions of the ethics bill adopted by 
the Fourteenth Legislature.
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AMENDMENT #1 

RLTERNRT1DE#1
By Diuision of Insurance

□ On Page 16, Lines 13-29 
Page 17, Lines 1-29 

Page 18, Lines 1-10

Delete all language (Sections 31-33)

□ On Page 18, Lines 11-15

Rewrite Section 34 to read:

"Sec. 34. RS 21.36.120(a) is amended to read:
(a) R property, casualty, or surety insurer [ OR ITS EMPLOYEE OR 

REPRESENTRTIUE, OR RN R6ENT, OR SOLICITOR ] may not pay, allow, giue, 

or offer to pay, allow or giue, directly or indirectly, as an inducement 
to insurance or after insurance has been effected, a rebate, discount, 
abatement, credit or reduction of the premium named in the policy of 

insurance, or a special fauor or aduantage in the diuidends or other 
benefits to accrue thereon, or any ualuable consideration or 

inducement, not specified in the policy, encept to the entint prouided 

for in an applicable filing with the director as prouided by law. Rn 
agent or broker m a y giue a rebate on a property, casualty, or surety 

insurance, prouided the rebate results only in a reduction of the 

commission due the agent or broker and does not reduce the amount 
or type of insurance couerage.

□ On Page 26, Lines 23-29 

Delete all language (Section 46)

□ On Page 27, Lines 8-13 

Delete all language (Section 48)



□ On Page 33, Line 25 

Change "52" to H47"
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□ On Page 33, Line 27 

Change “52" to "47"

□ Renumber Sections as appropriate

Explanation:

This alternatiue is basically that discussed as the conceptual objectiue 

sought by the House Judiciary Committee on 4/23/87. It permits 

rebate by property and casualty agents and brokers but not by 
insurers. It continues the present rebate prohibition for life, annuity, 
disability, and title insurance.
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AMENDMENT#!

RLTERNRTIUE #2
By Diuision of Insurance

□ On Page 16, Lines 13-29
Page 17, Lines 1-29 
Page 18, Lines 1-15

Delete all language (Sections 31-34)

□ On Page 26, Lines 23-29 

Delete ail language (Section 46)

□ On Page 27, Lines 8-13 

Delete all language (Section 48)

□ On Page 33, Line 23 

Delete "RS 21.36.120(b)"

□ On Page 33, Line 25 

Change "52" to "46"

□ On Page 33, Line 27 

Change "52" to "46"

□ Renumber Sections as appropriate
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Explanation:

This alternatiue remoues the rebate repeal from the bill. This general 

issue is controuersial and the impact of the change it represents 

should be giuen a good deal more thought. Our principal concern is the 
impact on competition in the smaller communities and the opportunity 
presented mith this legislation to the larger brokerage houses to 
monopolize business.
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RMENDMENT #1 

RLTERNRTIUE #3

By Diuision of Insurance

□ On Page 16, Lines 13-29 
Page 17, Lines 1-29 

Page 18, Lines 1-10

Dolete all language (Sections 31-33)

□ On Page 18, Lines 11-15

Rewrite Section 34 to read:

"Sec. 34. RS 21.36.120(a) is amended to read:
(a) fl property, casualty, or surety insurer [ OR ITS EMPLOYEE OR 

REPRESENTRTIDE, OR RN AGENT, OR SOLICITOR 1 may not pay, allow, giue, 

or offer to pay, allow or giue, directly or indirectly, as an inducement 

to insurance or after insurance has been effected, a rebate, discount, 
abatement, credit or reduction of the premium named in the policy of 

insurance, or a special fauor or aduantage in the diuidends or other 

benefits to accrue thereon, or any ualuable consideration or 
inducement, not specified in the policy, except to the extint prouided 

for in an applicable filing with the director as prouided by law. Rn 
agent or broker m a y giue a rebate on a property, casualty, or suretu 

insurance, prouided the rebate
(1) results only in a reduction of the commission due the agent 

or broker:
(2) does not reduce the amount or type of insurance couerage:

and.
(3) applies only to an insured with insurance premium in excess 

of $50.000 per gear.

□ On Page 26, Lines 23-29 

Delete all language (Section 46)
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□ On Page 27, Lines 8-13 

Delete all language (Section 48)

□ On Page 33, Line 25 

Change "52” to "47"

□ On Page 33, Line 27 

Change ’'52” to "47"

□ Renumber Sections as appropriate

EHPlanation:

This alternative is similar to that discussed as the conceptual 

objective sought by the House Judiciary Committee on 4/23/87. It 
permits rebate by property and casualty agents and brokers but not 
by insurers. It continues the present rebate prohibition for life, 

annuity, disability, and title insurance. The difference betmeen this 

alternatiue and alternatiue #1, is that the rebate prohibition mould 

only be lifted on those cases mhere the premium is in encess of 
$50,000.
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H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

R e :  P r o p o s e d  C S  H B  4 6  ( L & C )  W . 0 . # 5 - 0 3 0 6 L

A  n e w  p r o p o s e d  C S  f o r  H B  4 6  ( L & C ) ,  d a t e d  M a r c h  2 3 ,  1 9 8 7 ,  i s  i n  

y o u r  C o m m i t t e e  f o l d e r .

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

p r e v i o u s  C S  t h a t  w e r e  a g r e e d  o n  b y  t h e  H o u s e  L a b o r  a n d  

C o m m e r c e  S u b c o m m i t t e e  o n  H B  4 6 .

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

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

p r e p a r i n g  a  f i n a l  C S .  T h e y  a r e :

1 .  N o t i c e  o f  C a n c e l l a t i o n .  H B  4 6  r e q u i r e s  6 0  d a y s  

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

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

a s k  t h a t  w e  r e d u c e  t h a t  t i m e .  T h e  p r i m e  s p o n s o r  o f  H B  4 6  

a s k s  t h a t  w e  l e a v e  t h e  s e c t i o n  a s  i t  i s .

2 .  M a i l i n g  A d d r e s s  f o r  N o t i c e  o f  C a n c e l l a t i o n .  H B  4 6  

r e q u i r e s  a n  i n s u r a n c e  c o m p a n y  t o  s e n d  n o t i c e  o f  

c a n c e l l a t i o n  t o  t h e  a d d r e s s  s h o w n  o n  t h e  p o l i c y .  I  

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

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

r e a c h e s  t h e  i n s u r e d .

3 .  1 0  D a y  N o t i c e  o f  C a n c e l l a t i o n . T h e  D i v i s i o n  o f  

I n s u r a n c e  s u g g e s t e d  a m e n d i n g  A S  2 1 . 3 6 . 2 2 0  t o  a l l o w  

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

1 0  d a y s  n o t i c e  u n d e r  c i r c u m s t a n c e s  l i s t e d  u n d e r  A S  

2 1 . 3 6 . 2 1 5 ( a )  s u b p a r a g r a p h s  1  t h r o u g h  3 .

4 .  C o r r e c t  t e c h n i c a l  e r r o r s . P a g e  2 7 ,  l i n e  6 d e f i n e s  

" n u r s e "  f o r  t h e  p u r p o s e s  o f  t h i s  s e c t i o n .  " N u r s e "  i s



a l r e a d y  d e f i n e d  i n  c u r r e n t  l a w ,  A S  2 1 . 7 7 . 9 0 0 ( 1 1 ) ,  s o  t h i s  

l a n g u a g e  i s  u n n e c e s s a r y .

I n  a d d i t i o n  t o  t e c h n i c a l  c h a n g e s ,  t h e  S u b c o m m i t t e e  a g r e e d  o n  

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

b e f o r e  y o u  t o d a y .  T h e y  i n c l u d e :

1 .  R e s t o r i n g  t h e  b o n d i n g  r e q u i r e m e n t  t o  $ 5 , 0 0 0 ,  a s  i n  

c u r r e n t  l a w .

2 .  A  s e p a r a t e  e f f e c t i v e  d a t e  f o r  s e c t i o n s  d e a l i n g  w i t h  

t h e  A l i e n  T r u s t  F u n d .

3 .  R e q u i r i n g  i n s u r e r s  t o  o b t a i n  a  r e c e i p t  t o  s h o w  p r o o f  

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

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



F r o m :  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n ,  T o m  S l a g l e

D a t e :  A p r i l  8 ,  1 9 8 7

R e :  H B 4 6

T h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n ,  r e p r e s e n t i n g  1 7 1  

p r o p e r t y - c a s u a l t y  i n s u r a n c e  c o m p a n i e s  i n  t h e  U n i t e d  S t a t e s  t o d a y ,  

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

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

p r o t e c t i o n  f o r  c o m m e r c i a l  i n s u r a n c e  c o n s u m e r s ,  a n d  p r o v i d e  

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

a f f e c t i n g  i n d i v i d u a l  r i s k s .

T h e r e  a r e  s e v e r a l  c h a n g e s  t h e  A I A  w o u l d  u r g e  y o u  t o  

c o n s i d e r ,  a n d  w h i c h  w e  w i l l  b e  a c t i v e l y  e n c o u r a g i n g .  A m o n g  t h e s e  

c o n c e r n s :

S e c  3 4 :  W e s u p p o r t  t h i s  s e c t i o n  l i m i t i n g  t h e  g r o u n d s

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

We w o u l d  l i k e  t o  s u g g e s t  a n  a d d i t i o n a l  r e a s o n .  T h i s  w o u l d  b e  

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

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

h a v e  t h e  e x p l i c i t  a u t h o r i t y  t o  c a n c e l  o r  n o n - r e n e w  p o l i c i e s  w h e r e  

t h e  i n s u r e d  h a s  v i o l a t e d  a n y  m a t e r i a l  t e r m  o r  c o n d i t i o n  o t h e r  

t h a n  t h o s e  a l r e a d y  s p e c i f i e d  i n  t h e  s e c t i o n .

S e c .  3 5 : W e  h a v e  f o u r  s u g g e s t i o n s  f o r  c h a n g i n g  t h i s

s e c t i o n  o n  c a n c e l l a t i o n  n o t i c e  f o r  p e r s o n a l  p o l i c i e s :  ( 1 )  T h i s

n o t i c e  ( a s  w e l l  a s  e v e r y  o t h e r  n o t i c e  r e q u i r e d  t o  b e  s e n t  t o  

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

b u t  r a t h e r  t o  t h e  i n s u r e d s '  a d d r e s s  l a s t  k n o w n  t o  t h e  i n s u r e r .  

T h e  " l a s t  k n o w n  a d d r e s s "  w i l l  a l w a y s  b e  a s  c u r r e n t ,  a n d  u s u a l l y  

m o r e  s o ,  t h a n  t h e  a d d r e s s  o n  t h e  p o l i c y ;  ( 2 )  T h e  a d v a n c e  n o t i c e  

s h o u l d  b e  r e d u c e d  f r o m  6 0  d a y s  t o  3 0  d a y s  ( e x c e p t  i n  t h o s e  c a s e s  

a l r e a d y  i n d i c a t e d  w i t h  s h o r t e r  n o t i c e  p e r i o d s ) .  A  6 0 - d a y  p e r i o d  

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

t h e  l a r g e r ,  o r  m o r e  u n u s u a l ,  r i s k s  i n v o l v e d ;  a  3 0 - d a y  p e r i o d  i s  

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

o f  c o v e r a g e ;  ( 3 )  I n  t h e  e v e n t  t h a t  a n  i n s u r e r  p r o v i d e s  t h i s  

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

s t i l l  a t  s o m e  p o i n t  b e f o r e  t h e  p o l i c y  i s  t o  e x p i r e ) ,  t h e  

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

d a y s  h a s  p a s s e d ;  i n  o t h e r  w o r d s ,  t h e  n o t i c e  p e r i o d  s h o u l d  " r o l l "  

p a s t  t h e  e x p i r a t i o n  d a t e .  T h i s  e n s u r e s  t h a t  i n s u r e d s  w i l l  a l w a y s

To: Member s of the House Judiciar y Co mmittee
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Memorandum t o  Members o f  t h e  H o u s e  J u d i c i a r y  C o m m it t e e  
A p r i l  8 ,  1 9 8 7  
P a g e  Two

h a v e  a t  l e a s t  t h e  m in im u m  p e r i o d  o f  t i m e  t o  s h o p  a r o u n d  f o r  
c o v e r a g e  i f  t h e i r  p o l i c y  i s  c a n c e l l e d ;  i t  r e q u i r e s  i n s u r e r s  t o  
e x t e n d  c o v e r a g e  e v e n  b e y o n d  w h a t  w o u l d  h a v e  b e e n  t h e  c a n c e l l a t i o n  
d a t e  u n t i l  t h e  f u l l  n o t i c e  p e r i o d  h a s  b e e n  m e t ;  a n d  i t  a l s o  
p r o t e c t s  i n s u r e r s  f ro m  h a v i n g  t o  p r o v i d e  a f u l l  y e a r  ( o r  o t h e r  
t e r m )  o f  a d d i t i o n a l  c o v e r a g e  m e r e l y  b e c a u s e  o f  a t e c h n i c a l  e r r o r .

S e c .  3 6 : We h a v e  s e v e r a l  o f  t h e  same c o n c e r n s  on  t h i s
s e c t i o n ,  d e a l i n g  w i t h  c a n c e l l a t i o n  n o t i c e  on  c o m m e r c i a l  l i n e s :  
( 1 )  A g a i n ,  t h e r e  i s  t h e  p r o b l e m  o f  t h e  a d d r e s s  t o  w h i c h  t h e  
n o t i c e  s h o u l d  be m a i l e d ;  ( 2 )  We c a n  l i v e  w i t h  t h e  6 0 - d a y  n o t i c e ,  
b u t  o n l y  i f  t h e r e  i s  a " r o l l i n g "  p r o v i s i o n ,  a s  d e s c r i b e d  a b o v e ;
( 3 )  The r e q u i r e m e n t  t h a t  n o t i c e s  be  m a i l e d  by " c e r t i f i e d  m a i l "  
s h o u l d  be d r o p p e d .  C a l i f o r n i a  and o t h e r  s t a t e s  t h a t  h a v e  im p o s e d  
" c e r t i f i e d  m a i l "  r e q u i r e m e n t s  on  v a r i o u s  n o t i c e s  h a v e  q u i c k l y  
l e a r n e d  t h e y  c r e a t e  many p r o b l e m s  and d o  n o t  i m p r o v e  t h e  q u a l i t y  
o f  n o t i c e .  F i r s t ,  e a c h  c o n s u m e r  m u s t  i n d i v i d u a l l y  g o  t o  t h e  p o s t  
o f f i c e ,  u s u a l l y  d u r i n g  b u s i n e s s  h o u r s ,  t o  g e t  t h e  l e t t e r ,  and  
many c o n s u m e r s  o b j e c t  t o  t h i s  i m p o s i t i o n .  S e c o n d ,  many c o n s u m e r s  
f e a r  t h a t  o n l y  b a d  n e w s  c o m e s  i n  s u c h  l e t t e r s  a n d  r e f u s e  t o  
a c k n o w l e d g e  t h e i r  r e c e i p t  ( e s p e c i a l l y  t h o s e  c o n s u m e r s  w i t h  
f i n a n c i a l  p r o b l e m s ) .  I n  f a c t ,  m ore  p o l i t i c a l  p r e s s u r e  t o  d r o p  
t h e  c e r t i f i e d  m a i l  r e q u i r e m e n t  h a s  c o m e  f r o m  c o n s u m e r s  t h a n  
i n s u r e r s ;  a n d  ( 4 )  T h e  t i m e  p e r i o d s  i n  s u b s e c t i o n  ( c )  a r e  u n ­
r e a l  i s t i c a l l y  s h o r t  e s p e c i a l l y  w h e r e  a u d i t s  a r e  r e q u i r e d  f o r
r e t u r n  o f  u n e a r n e d  p r e m iu m s  i n  t h e  e v e n t  o f  c a n c e l l a t i o n .  The  
s p e c i f i e d  p e r i o d s  o f  t i m e  a r e  n o t  p r a c t i c a l l y  r e a s o n a b l e .

S e c .  3 7 : We w o u l d  h a v e  s e v e r a l  s u g g e s t i o n s  f o r  t h i s
s e c t i o n  on n o n - r e n e w a l :  ( 1 )  A g a i n ,  t h e  n o t i c e  s h o u l d  be s e n t  t o
t h e  l a s t  known a d d r e s s  o f  t h e  i n s u r e d ;  ( 2 )  A g a i n ,  a " r o l l i n g :  
p r o v i s i o n  s h o u l d  be a d d e d ,  an d  c o v e r a g e  f o r  a n y  p e r i o d  o f  t i m e  
t h a t  e x t e n d s  b e y o n d  t h e  e x p i r a t i o n  d a t e  s h o u l d  b e  d e t e r m i n e d  
p r o - r a t a ,  b a s e d  on t h e  p r e v i o u s  y e a r ’ s  r a t e ;  ( 3 )  The t i m e  p e r i o d s
s h o u l d  be no l o n g e r  and i d e a l l y ,  s h o u l d  be  s h o r t e r  f o r  b o t h
p e r s o n a l  and c o m m e r c i a l  l i n e s  t h a n  t h e  n o t i c e  p e r i o d s  f o r  c a n ­
c e l l a t i o n .  As  a p r a c t i c a l  m a t t e r ,  t h e  f a c t o r s  i n v o l v e d  i n  
n o n - r e n e w a l  t a k e  l o n g e r  t o  e v a l u a t e  t h a n  t h o s e  i n  c a n c e l l a t i o n ;
( 4 )  I n s u r e r s  s h o u l d  a l s o  be r e q u i r e d  t o  p r o v i d e  s i m i l a r  n o t i c e  o f  
p r e m i u m  i n c r e a s e s ,  c h a n g e s  i n  d e d u c t i b l e s ,  o r  r e d u c t i o n s  i n  
l i m i t s  o r  c o v e r a g e s .  T h e s e  c h a n g e s ,  a r g u a b l y ,  c a n  h a v e  t h e  same  
e f f e c t  a s  n o n - r e n e w a l ,  and s h o u l d  b e  p r o v i d e d  t o  c o n s u m e r s .
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A p r i l  1 4 ,  1 9 8 7

M r .  R o b e r t  H .  Z i e g l e r ,  S r .

1 2 7  N .  F r a n k l i n  

J u n e a u ,  A K  9 9 8 0 1

D e a r  B o b ,

I  a m  a n  i n s u r a n c e  b r o k e r  s p e c i a l i z i n g  i n  a i r c r a f t  i n s u r a n c e  f o r  a l l  

t y p e s  o f  A l a s k a n  a v i a t i o n  r i s k s .  A  c o p y  o f  t h e  C o m m it t e e  S u b s t i t u t e  

f o r  H o u s e  B i l l  4 6  ( 3 / 3 0 / 8 7 )  w a s  s e n t  t o  L o n d o n  f o r  c a r r n e n t  a s  t o  

how  i t  w o u ld  e f f e c t  L o n d o n  U n d e r w r i t e r s  t r e a t m e n t  o f  A l a s k a n  a v i a t i o n  

r i s k s .  T h e  r e p l y  i n c l u d e d  " T h e  r e t u r n  o f  r e t u r n  p r e m iu m  p r i o r  t o  t h e  

e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n  i s  q u i t e  o n e r o u s . . . "  a n d  t h a t  " T h e  

L o n d o n  M a r k e t  w i l l  n o t  g i v e  c o v e r a g e  o n  t h i s  b a s i s . . . "

T h e  L o n d o n  i n s u r a n c e  m a r k e t  i s  v i r t u a l l y  t h e  o n l y  s o u r c e  o f  a i r c r a f t  

i n s u r a n c e  i n  t h e  s t a t e  o f  A l a s k a .  C l e a r l y  i f  t h i s  b i l l  i s  p a s s e d ,  

a i r c r a f t  i n s u r a n c e  i n  A l a s k a  w o u ld  n o t  e x i s t  a s  w e k n o w  i t  t o d a y .

I t  i s  e n t i r e l y  p o s s i b l e  i t  w o u ld  n o t  b e  a v a i l a b l e  a t  a l l .

I n  a  b r o a d e r  v i e w ,  i t  i s  m y o p i n i o n  t h a t  t h i s  i s  a  b a d  b i l l  a n d  t h a t  

i t  s h o u l d  n o t  b e  p a s s e d .  T h e  b i l l  w o u ld  s i g n i f i c a n t l y  c h a n g e  t h e  

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

A l a s k a  w o u ld  l o o s e  c e r t a i n  c o m p a n ie s  p r e s e n t l y  d o i n g  b u s i n e s s  h e r e .

W hy s h o u l d  t h e y  c o r n u t  c a p i t a l  t o  A l a s k a  w h e r e  t h e y  w o u ld  b e  r e q u i r e d  

t o  s u b m i t  t o  s u c h  o n e - s i d e d  c o n t r a c t s  o f  i n s u r a n c e ?

A s  a  l e g i s l a t i v e  c o m m i t t e e  m e m b e r f o r  t h e  A l a s k a  I n d e p e n d e n t  I n s u r a n c e  

A g e n t s  a n d  B r o k e r s  A s s o c i a t i o n  I  am  w r i t i n g  t o  e x p r e s s  m y d e s i r e  t h a t  

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

P J D / s s

c c :  M r .  P a t  C o w a n  

A I I A B

P . O .  B o x  1 5 4 7  

S o l d o t n a ,  A K  9 9 6 6 9

1400 B e n s o n  B K d . .  S u i i e  410 A n c h o r a g e .  A l a s k a  99503 
P h o n e :  ( 9 0 " )2 " M 8 2 5  
F A X :  (907)272-522?



A l a s k a  N a t i o n a l
I N S U R A N C E  C O M P A N Y

A p o lic y  o l  se rv ic e  a n d  p ro te c t io n
AMENDMENT #2

A pri l  10, 1987

Mr. Donald Koch 
S ta te  o f  Alaska  
D iv i s io n  of  Insurance  
Pouch D
Juneau, AK 99811  

Re: House B i l l  46

Dear Don:

We are s t i l l  concerned with the s e c t i o n  o f  House B i l l  46 that  dea ls  
with  short  r a te  p e n a l t i e s  for  c a n c e l l a t i o n .  A fter  a review o f  the  
short  ra te  t a b l e s  f i l e d  by the N at iona l  Council  on Compensation 
Insurance ,  we have to  agree that  there i s  a problem. On the other  
hand, the Insurance S erv ice s  O f f i ce  short  rate  ca n c e l la t io n  ru le  i s  
f a i r  and I  doubt th at  there have been any complaints f i l e d  over the  
r e s u l t  o f  t h i s  approach.

The ru le  s t a t e s  "Compute return premium at  .90 of  the pro rata  
unearned premium and round to  the next  h igher  whole d o l la r ."  A ten  
percent p en a l ty  does not seem unreasonable.

Our s u g g e s t io n  i s  that  S ec t ion  2 1 . 3 6 .2 5 5 ,  Premium Refund, be rew ri t ­
ten as fo l l o w s :

r
(a )  I f  an insurance p o l i c y  i s  cancelled' ,  r e j e c t e d ,  or resc inded  

by the in s u r e r  or the in sured ,  the in surer  s h a l l  refund the  
unearned premium paid to the insured.  T’-a in surer  may not  
provide a pena lty  for  raid-term c a n c e l la t io n  o f  a p o l i c y  by 
the insured that  i s  more than ten ( iO) percent of  the  
unearned premium and the premium charged may not be more 
than that  provided by the r a t in g  plan o f  the in su rer  for  
th at  coverage.

Don, we f e e l  t h i s  i s  a reasonable compromise and w i l l  contr ibute  to  
a more s t a b l e  insurance  marketplace.

m m

A P R . l  3 1 9 8 7

Very t r u l y ' y o u r s ,

/

Carl L^' Anderson 
Executive  Vice p res id en t

CLA:hm

7001 Jew e l Lake  Road • A n cho rag e . A la s ka  99502 • Te lephone  (907) 248-2642 • Telex (090) 25~:56
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R E P L Y  T O J U N E A U

R e p r e s e n t a t i v e  M i k e  N a v a r r e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P .  0 .  B o x  V  

J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  H o u s e  B i l l  4 6

O u r  F i l e  N o .  3 0 - 2 1 3  a n d  2 2 0 - 9 2

D e a r  R e p r e s e n t a t i v e  N a v a r r e :

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  m y  c l i e n t s ,  S t a t e  F a r m  

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

c o n c e r n s  a s  e x p r e s s e d  i n  m y  t e s t i m o n y  b e f o r e  t h e  H o u s e  L a b o r  

a n d  C o m m e r c e  a n d  J u d i c i a r y  C o m m i t t e e s  r e g a r d i n g  H o u s e  B i l l  

4 6 .

S t a t e  F a r m  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 i e s  a r e  d e e p l y  

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

c a n c e l l a t i o n  a n d  n o n - r e n e w a l  t h a t  H o u s e  B i l l  4 6  w o u l d  i m p o s e .  

C u r r e n t l y ,  a n  i n s u r e r  m u s t  g i v e  t w e n t y  d a y s '  n o t i c e  o f  

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

s p o n s o r s '  v e r s i o n  o f  H B  4 6  i n c r e a s e d  t h i s  t o  t h i r t y  d a y s .  

T h a t  i n c r e a s e  w e  w o u l d  n o t  v e h e m e n t l y  o p p o s e .  H o w e v e r ,  w i t h  

l i t t l e  r e a s o n i n g  e x p r e s s e d ,  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  

C o m m i t t e e  i n c r e a s e d  t h e  p e r i o d  t o  s i x t y  d a y s .  T h a t  i n c r e a s e  

w e  s t r o n g l y  o p p o s e  a s  w e l l  a s  t h e  s i x t y  d a y  n o t i c e  p e r i o d  H B  

4 6  i m p o s e s  o n  c o m m e r c i a l  l i n e s .

O u r  c l i e n t s  b e l i e v e  t h e  6 0  d a y  p e r i o d s  a r e  u n n e c e s s a r y  

a n d  u n d u l y  i n c r e a s e  a n  i n s u r e r ' s  e x p o s u r e  o n  b a d  r i s k s ,  

t h e r e b y  i n v i t i n g  h i g h  c o s t  c l a i m s ,  t h e  c o s t  o f  w h i c h  w i l l  

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

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

i n s t a n c e s  c a n  a n  i n s u r e r  e v e n  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  

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

i n s u r e d  a n d  u n i n s u r a b i l i t y  o f  t h e  p r o p e r t y  f o r  e i t h e r  p e r s o n a l
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ATTORNEYS AT LAW

o r  c o m m e r c i a l  l i n e s  w o u l d  s t i l l  r e q u i r e  s i x t y  d a y s '  n o t i c e  o f  

c a n c e l l a t i o n .  T h e s e  a r e  c l e a r l y  w a r r a n t e d ,  j u s t i f i a b l e  

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

s t a y  o n  t h e s e  b a d  r i s k s  f o r  s i x t y  d a y s  i s  u n d u l y  o n e r o u s .  

T h i s  i s  l i k e w i s e  t r u e  o f  t h e  f o r t y - f i v e  d a y  n o t i c e  o f  

n o n - r e n e w a l  f o r  c o m m e r c i a l  l i n e s .

W e  r e c o g n i z e  t h a t  t h e  c o m p e t i n g  i n t e r e s t s  o f  t h e  

i n s u r e r  i n  m i n i m i z i n g  i t s  e x p o s u r e  o n  a  b a d  r i s k  a n d  p r o v i d i n g  

t h e  i n s u r e d  w i t h  a d e q u a t e  t i m e  t o  m a k e  o t h e r  i n s u r a n c e  

a r r a n g e m e n t s  m u s t  b e  h a r m o n i z e d .  W e  b e l i e v e  i m p o s i n g  a  t h i r t y  

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

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

c o m m e r c i a l  l i n e s  s t r i k e s  t h e  b a l a n c e  b e t w e e n  t h e s e  c o m p e t i n g  

i n t e r e s t s .  I t  i s  d i s a d v a n t a g e o u s  t o  a l l  p o l i c y h o l d e r s  t o  

r e q u i r e  t h e  i n s u r e r s  t o  r e m a i n  o n  a  b a d  r i s k  f o r  e x t e n d e d  

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

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

O n  b e h a l f  o f  o u r  c l i e n t s ,  w e  r e s p e c t f u l l y  r e q u e s t  t h a t  

H o u s e  B i l l  4 6  b e  a m e n d e d  t o  a d d r e s s  t h e s e  c o n c e r n s .

P l e a s e  c o n t a c t  m e  i f  I  m a y  p r o v i d e  a d d i t i o n a l  

i n f o r m a t i o n  o r  a n s w e r  a n y  q u e s t i o n s .

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 IN

D o n n a  P .  W a l k e r

D P W / m h

1 7 4 3 A



ALASKA CHAPTER OF THE AMERICAN COLLEGE OF NURSE-MIDWIVES
BOX 9616  HI LAND ROAD 

EAGLE RIVER, ALASKA 99577  
June 19, 1987

Rep. John Sund 
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, Ak. 99811

Dear Representative Sund:

On behalf of the Alaska Chapter of the American College of 
Nurse-Midwives, I want to thank you for your e ffo rts  on behalf of HB 46 
(An Act Relating to Regulation of Insurance; and Providing for an Effective 
Date ) .  We understand that the bill has been signed by the governor. We 
w ill now be contacting the Division of Insurance and MICA regarding our 
participation in the program.

Sincerely,

~Pccb CdllMM
Pat Crevensten, CNM, Secretary
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