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SB 88: "An Act re la t in g  to  increases or surcharges to  automobile insurance
i. . premiums."

The Department o f Commerce and Economic Development is  in  fa vo r o f th is  
le g is la t io n .

The le g is la t io n  proposes to  in troduce two exceptions to  le g is la t io n  adopted in  
1984. That le g is la t io n ,  Ch. 62, SLA 1984, enacted AS 21.36.420, which 
requ ires th a t before a premium increase fo r  automobile insurance can be 
app lied , the in su re r must f i r s t  have sent a n o tice  to  the insured th a t the 
increase would take p lace . The s ta tu te  also requ ired  th a t an insured be 
advised th a t he or she may request a hearing in  Alaska before the in s u re r-o r  
i t s  ra t in g  o rg an iza tio n  to  appeal the a p p lica tio n  o f the increased ra te . The

,1984 le g is la t io n  provided fo r  no exceptions.
*i • •

The in te n t expressed during hearings held on the b i l l  and by the sponsor was 
to  provide n o tice  o f any ra te  increase fo r  automobile insurance and e n te rta in  
cases to  provide an appeal mechanism fo r  persons aggrieved by the ra te  changes 
because o f po in ts  or surcharges applied to  an insured. The proposed b i l l  
c la r i f ie s  the n o tice  o f change p ro v is io n  by recognizing th a t the re  are 
s itu a tio n s  where a lengthy period between no tice  and a p p lic a tio n  does not 
re a lly  add to  p u b lic  p ro te c tio n  and may, in  fa c t ,  im pair market a v a i la b i l i t y .  
For example, change o f ca r, a d d itio n  o f a young d r iv e r ,  or a d d itio n a l ve h ic le s  
do increase the p rice  o f insurance and insureds know th is  is  fa c t .  Increases 
in such cases are not a su rp rise  and a re v is io n  to  the n o tice  p ro v is io n  does 
not impact p u b lic  p ro te c tio n .

The rea l issue addressed w ith  th is  proposal is  the n o tice  o f a r ig h t  to  a 
hearing when a ra te  increase occurs. That fe a tu re  is  not reasonable in  those 
cases where the re  is  a change wrought by the insured and he is  to ld  th a t i t  
w i l l  have a ra te  im pact, o r when an increase is  due to  a general ra te  increase 
which has been reviewed and approved by the D iv is io n  o f Insurance.

Our concern is  th a t the absence o f reasonable exceptions provides the 
o p p o rtu n ity  fo r  fr iv o lo u s  requests fo r  hearings th a t would e ve n tu a lly  burden 
the s ta te  w ith  unnecessary hearings. This does not im pair the a b i l i t y  o f a 
person aggrieved by the a p p lic a tio n  o f the ra tin g  system from a hearing on the 
manner in  which the system is  applied i f  there is  reason to  be lie ve  th a t 
another a p p lic a tio n  would be appropria te .

JLG/DK/JAS/wfs0461K
21887b

0. Anthony Smith, Commissioner



H u g h e s  T h o r s n e s s  G a n t z  P o w e l l  &  B r u n d i n

ATTORNEYS AT LAW

DAVID H. THORSNESS 
JAMES M. POWELL 
BRIAN J .  BRUNDIN 
MARCUS R. CLAPP* 
KENNETH P. JACOBUS 
GARY Vi GANTZ 
JERRY E. MELCHER 
JO E  M. HUDDLESTON 
SlGURO E. MURPHY 
C A R LJ. 0 . BAUMAN 
FRED B. ARVIDSON 
DENNIS M. BUMP* 
MARY K. HUGHES 
FRANK A. PFIFFNER

RALPH R TElSTUNE* 
GORDON J  TANS 
R. CRAIG HESSER 
ROBERT L  MANLEY 
JAMES M. GORSKI 
TIMOTHY R. B>RNES 
JAMES M. SEEDORF 
RONALD E. NOEL* 
FREDERICK J .  OCSEN 
MICHAEL L  LESSMEIER** 
STEVEN S. TERVOOREN 
MATTHEW K. PETERSON 
JO SEPH  R. D. LOESCHER 
KENNETH D. LOUGEE*

EARL M. SUTHERLAND 
JOHN B. THORSNESS 
JOHN V. ACOSTA*
THOMAS R. LUCAS 
GREGORY W. LESSMEIER** 
DONNA P. WALKER'* 
WILLIAM M. WALKER*'*  
DANIEL M. WOLD 
OAVID S. CARTER 
MARILYN MAY 
JOHN G. FRANK**
ANN S. BROWN*
BRIAN D. BJORKOUIST 
JAMES N. BARKELEY

TIMOTHY R. REOFORD 
SHELDON E. WINTERS** 
JOHN J .  NOVAK 
JOHN H. TINDALL 
DAVID H. KNAOP 
MICKALE C. CARTER 
MATTHEW G. REYNOLOS 
ROBERT A. 5PARKS* 
JOSEPH S. SwUSSER* 
JAMES F. KLASEN

OF COUNSEL 
JOHN C. HUGHES 
RICHARD O. GANTZ

5 0 9  WEST THIRD AVENUE 
ANCHORAGE, ALASKA 99501*2273 

TELEPHONE 19071 274-7522 
TELECOPIER. 19071 274-7525 
TELEX 090*26376 IDCNALl)

*590 UNIVERSITY AVENUE 
SUITE 2 0 0  

FAIRBANKS, ALASKA 99709-3632  
TELEPHONE 1007) 479*3161

**ONE SCALASKA PLAZA 
SUITE 303 

JUNEAU, ALASKA 9 9  8  01*1249 
TELEPHONE (907) 506*5912 

TELECOPIER: 19071 463*3020

•**200 CMENEGA STREET 
P.O. BOX 767 

VALDEZ, ALASKA 9 9 686*0767  
TELEPHONE (907) 835*2988

REPLY TO J U N E A U
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R e p r e s e n t a t i v e  J o h n  S u n d  
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  (MS 3100)
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: S e n a t e  B i l l  88

D e a r  R e p r e s e n t a t i v e  Sund:

I a m  w r i t i n g  to y o u  on b e h a l f  of S t a t e  F a r m  I n s u r a n c e  
C o m p a n y  and A l l s t a t e  I n s u r a n c e  C o m p a n y  r e g a r d i n g  S e n a t e  Bi l l  
88, w h i c h  w a s  i n t r o d u c e d  and p a s s e d  b y  the H o u s e  d u r i n g  the 
last l e g i s l a t i v e  s e s s i o n  as H o u s e  Bi l l  476 but r e m a i n e d  in the 
S e n a t e  R u l e s  C o m m i t t e e  w h e n  t h e  s e s s i o n  ended. T h i s  b i l l  has 
b e e n  i n t r o d u c e d  b y  the S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  
th i s  se s s i o n .  It p a s s e d  t h e  S e n a t e  o n  u n a n i m o u s  v o t e  o n  M a r c h  
19, 1987, p a s s e d  o u t  of the H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e  
o n  A p r i l  28, 19 8 7  a n d  is n o w  b e f o r e  the H o u s e  J u d i c i a r y
C o m m i t t e e ,  its f i n a l  refer r a l .

S e n a t e  B i l l  88 d e a l s  w i t h  p r e m i u m  i n c r e a s e s  in 
a u t o m o b i l e  i n s u r a n c e  p o l i c i e s ,  and w a s  i n t r o d u c e d  at our 
r e q u e s t  to c o r r e c t  an a m b i g u i t y  in A S  2 1 . 3 6 . 4 2 0 ,  w h i c h  was 
a d d e d  b y  t h e  l e g i s l a t u r e  in 1984 v i a  H o u s e  B i l l  16. W e  
e n c l o s e  h e r e w i t h  a c o p y  of A S  2 1 . 3 6 . 4 2 0  for y o u r  i n f o r m a t i o n  
as w e l l  as a c o p y  of the D e p a r t m e n t  of C o m m e r c a  and E c o n o m i c  
D e v e l o p m e n t ' s  19 8 7  P o s i t i o n  P a p e r  f a v o r i n g  t h e  l e g i s l a t i o n  and 
the a c c o m p a n y i n g  z e r o  f i s c a l  note.

T h e  a m b i g u i t y  S e n a t e  Bi l l  88 w a s  designe. to c o r r e c t  
is c o n t a i n e d  in s u b s e c t i o n  (d) of A S  2 1 . 3 6 . 4 2 0 :

A n  i n s u r e r  t h a t  i n c r e a s e s  the p r e m i u m  or adds 
a s u r c h a r g e  to an a u t o m o b i l e  i n s u r a n c e  p o l i c y  
s h a l l  g i v e  w r i t t e n  n o t i c e  of t h e  i n c r e a s e  or 
s u r c h a r g e  at least 15 d a y s  b e f o r e  it t a k e s
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e f f ect, s t a t i n g  the r e a s o n  for the c h a n g e  and
t h e  r i g h t  of a p p e a l  u n d e r  A S  2 1 . 3 9 . 0 9 0 .

If th i s  s u b s e c t i o n  is r e a d  lit e r a l l y ,  it c o u l d  be 
i n t e r p r e t e d  to r e q u i r e  an i n s u r e r  to s e n d  an i n s u r e d  a s t a t e­
m e n t  of r e a s o n s  for c h a n g e  in p r e m i u m  and a s t a t e m e n t  of the 
n o t i c e  of r i g h t  to a p p e a l  e v e r y  t i m e  a p r e m i u m  is i n c r e a s e d ,  
r e g a r d l e s s  of t h e  r e a s o n  for the p r e m i u m  i n c r e a s e .  S u c h  a 
r e q u i r e m e n t  w o u l d  s i g n i f i c a n t l y  a f f e c t  the p r a c t i c a l  c o n s e­
qu e n c e s  of the w a y  w e  p r e s e n t l y  do b u s i n e s s .  F o r  e x a m p l e ,  
w h e n  a g e n e r a l  r a t e  i n c r e a s e  is a p p r o v e d  b y  t h e  D i v i s i o n  of 
I n s u r a n c e ,  o u r  i n s u r e d s  r e c e i v e  at l e ast f i f t e e n  d a y s  n o t i c e  
of t h i s  i n c r e a s e ,  and a b r i e f  e x p l a n a t i o n  of t h e  r e a s o n s  for 
the i n c r e a s e .  To p r e s e n t  an i n s u r e d  w i t h  a s t a t e m e n t  t e l l i n g  
t h e m  t h a t  t h e y  h a v e  a s t a t u t o r y  r i g h t  to a p p e a l  a p r e m i u m  
i n c r e a s e  a l r e a d y  a p p r o v e d  b y  t h e  D i v i s i o n  of I n s u r a n c e  is 
i l l u s o r y ,  b e c a u s e  t h e  D e p a r t m e n t  has a l r e a d y  a p p r o v e d  the 
i n c r e a s e .  It in f a c t  w o u l d  be i l l e g a l  for us to c h a r g e  
a n y t h i n g  b u t  the a p p r o v e d  rate. To s u g g e s t  b y  m e a n s  of a 
n o t i c e  t h a t  our i n s u r e d  has a r ight of a p p e a l  not o n l y  is 
m i s l e a d i n g ,  but c o u l d  g e n e r a t e  w a s t e f u l  l i t i g a t i o n  a n d / o r  
a d m i n i s t r a t i v e  h e a r i n g s .

T h e  m o r e  p r a c t i c a l  p r o b l e m s  w e  f a c e  are w h e r e  our 
i n s u r e d  c a l l s  a n d  t e l l s  us t h a t  he has e i t h e r  a d d e d  a y o u t h f u l  
d r i v e r  to his p o l i c y  or p u r c h a s e d  a n e w  car. If w e  f o l l o w  the 
l i t e r a l  d i c t a t e s  of t h e  p r e s e n t  sta t u t e ,  w e  s i m p l y  w o u l d  not 
be a b l e  to a c c e p t  c o v e r a g e  in e i t h e r  i n s t a n c e  u n t i l  at least 
f i f t e e n  d a y s  a f t e r  t h e  r e q u e s t  w a s  m a d e  in o r d e r  to a s s u r e  
that our i n s u r e d  has b e e n  i n f o r m e d  of his p r o p e r  s t a t u t o r y  
r i g h t  of n o t i c e  and a p p e a l .  T h e  s a m e  w o u l d  be t r u e  of w h e r e  
our i n s u r e d  m o v e s  to a h i g h e r  r a t e d  area. W e  w o u l d  n o t  be 
a b l e  to a c c e p t  c o v e r a g e  u n l e s s  our i n s u r e d  is a b l e  to c o n t a c t  
us e a r l y  e n o u g h  so w e  c a n  p r o v i d e  the f i f t e e n  d a y  n o t i c e  of 
i n c r e a s e  and r i g h t  of a p p eal. W e  do not b e l i e v e  t h a t  a n y o n e  
i n t e n d e d  A S  2 1 . 3 6 . 4 2 0  to h a v e  th i s  effe c t ,  and w e  b e l i e v e  
S e n a t e  Bi l l  88 w o u l d  c o r r e c t  th i s  a m b i g u i t y  and th u s  u r g e  its 
p a s s a g e .

T h e  p r e s e n t  v e r s i o n  of S e n a t e  B i l l  88 r e q u i r e s  
w r i t t e n  n o t i c e  of t h e  i n c r e a s e  s t a t i n g  t h e  r e a s o n  for the 
c h a n g e  and t h e  r i g h t  of a p p e a l  in all i n s t a n c e s  e x c e p t  to: 
(1) a p r e m i u m  i n c r e a s e  r e s u l t i n g  f r o m  a c h a n g e  r e q u e s t e d  b y  an 
i n s u r e d  if t h e  i n s u r e d  is n o t i f i e d  at t h e  t i m e  of t h e  r e q u e s t  
that his or h e r  p r e m i u m  w i l l  chan g e ,  or (2) a r a t e  i n c r e a s e  
a p p r o v e d  b y  the D i r e c t o r  if t h e  i n s u r e r  g i v e s  w r i t t e n  n o t i c e  
to t h e  i n s u r e d  of t h e  ra t e  i n c r e a s e  at l e a s t  f i f t e e n  da y s  
b e f o r e  t h e  e x p i r a t i o n  d a t e  of the a f f e c t e d  p o l icy, w h i c h  is
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w h e n  t h e  i n c r e a s e  w o u l d  of c o u r s e  t a k e  effect. W e  do not 
b e l i e v e  t h e s e  c h a n g e s  w o u l d  a f f e c t  in a n y  w a y  t h e  o r i g i n a l  
i n t e n t  w h i c h  p r o m p t e d  t h e  e n a c t m e n t  of A S  2 1 . 3 6 . 4 2 0 .  O n  the 
c o n t r a r y ,  SB 88 w o u l d  c o r r e c t  a n e g a t i v e  eff e c t  n o t  i n t e n d e d  
b y  t h e  o r i g i n a l  l e g i s l a t i o n .

T h i s  is SB 8 8 's t h i r d  y e a r  in t h e  L e g i s l a t u r e .  No 
o n e  h a s  e v e r  t e s t i f i e d  a g a i n s t  it or o t h e r w i s e  o p p o s e d  it. It 
s i m p l y  s e e m s  to get b u r i e d  b e c a u s e  it is so n o n - c o n t r o v e r s i a l . 
W e  u r g e  t h a t  that n o t  h a p p e n  a g a i n  t h i s  year. S t a t e  F a r m  and 
A l l s t a t e  h a v e  e x p e n d e d  m u c h  time, e f f o r t  and m o n e y  in t h e i r  
e a r n e s t  a t t e m p t s  to c o r r e c t  t h i s  s t a t u t o r y  a m b i g u i t y .  N o  one 
s t a n d s  to lose b y  p a s s a g e  of S B  88 —  it b e n e f i t s  e v e r y o n e .  
T h e  i n s u r e r s  b e n e f i t  b y  n o t  h a v i n g  to s e n d  out m e a n i n g l e s s ,  
m i s l e a d i n g  n o t i c e s .  T h e  S t a t e  b e n e f i t s  b y  not g e t t i n g  w r a p p e d  
u p  in u n n e c e s s a r y ,  f u t i l e  a p p e a l s  a n d  a d m i n i s t r a t i v e  h e a r i n g s .  
A n d  p e r h a p s  m o s t  i m p o r t a n t l y ,  for y o u r  c o n c e r n s ,  t h e  c o n s u m e r  
b e n e f i t s  b y  b e i n g  a b l e  to get i m m e d i a t e  c o v e r a g e  i n  t h o s e  
s i t u a t i o n s  w h e r e  it is r e q u e s t e d  w i t h o u t  h a v i n g  to w a i t  out 
t h e  s t a t u t o r y  n o t i c e  p e r i o d .

W e  r e s p e c t f u l l y  u r g e  y o u r  c o n s i d e r a t i o n  in p r o m p t l y  
c a l e n d a r i n g  SB 88 f o r  a H o u s e  J u d i c i a r y  h e a r i n g  or a l t e r n a­
tiv e l y ,  in l i ght of t h e  i n n o c u o u s  n a t u r e  of the bill, w a i v i n g  
t h e  J u d i c i a r y  C o m m i t t e e  r e f e r r a l .

P l e a s e  c o n t a c t  m e  as s o o n  as p o s s i b l e  w i t h  any 
q u e s t i o n s  or c o n c e r n s  y o u  m i g h t  have.

S i n c e r e l y ,

HUGHES. T H O R S N E S S  G A N T Z

E n c l o s u r e
D P W / m h
1 7 4 4 A

c c :  M em be rs  o f  t h e  H ou se  J u d i c i a r y  C o m m it te e
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JOHN C.HUOHES RICHARD O. GANTZ
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ANCHORAOE. ALASKA 99SOI 
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S e n a t o r  T i m  K e l l y  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100)
J u ne au , A l a s k a  99811

Re: H o u s e  Bill 476

D e a r  S e n a t o r  Kelly:

t am w r i t i n g  to y o u  o n  b e h a l f  of  S t a t e  F a r m  I n s u r a n c e  
C o m p a n y  and  A l l s t a t e  I n s u r a n c e  C o m p a n y  r e g a r d i n g  Ho use B i l l  
476, i n t r o d u c e d  and p a s s e d  b y  th e  H o u s e  d u r i n g  the l a s t  
l e g i s l a t i v e  s e s s i o n  but r e m a i n e d  in t h e  S e n a t e  Ru les  C o m m i t t e e  
w h e n  the  s e s s i o n  ended* T h i s  b i l l  d e a l s  w i t h  p r e m i u m  
i n c r e a s e s  in au to mo bi l e i n s u r a n c e  p o l i c i e s ,  an d  was  i n t r o d u c e d  
at o u r  r e q u e s t  to correct a n  a m b i g u i t y  in A S  21.36.420, w h i c h  
w a s  a d d e d  by  the l e g i s l a t u r e  in 1984 v i a  H o u s e  Bill 16. W e  
e n c l o s e  h e r e w i t h  a copy of A S  2 1 . 3 6 . 4 2 0  for y o u r  i n f o r m a t i o n  
as w e l l  as a c o p y  of the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  
D e v e l o p m e n t ' s  1986 P os iti on  P a p e r  f a v o r i n g  the legislation.

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

A n  i n s u r e r  that i n c r e a s e s  t h e  p r e m i u m  or adds 
a s u r c h a r g e  to an a u t o m o b i l e  i n s u r a n c e  pol ic y  
s h a l l  give  wr i t t e n  n o t i c e  of t h e  i n c r e a s e  or 
s u r c h a r g e  at least 15 d a y s  b e f o r e  it takes 
ef fe ct , stating t h e  r e a s o n  fo r th e  c h a n g e  and 
th e  right of appeal u n d e r  A S  2 1 . 3 9 . 0 9 0 .



S e n a t o r  T i m  K e l l y  
J a n u a r y  15, 1987 
P a g e  2

H u g h e s  T h o r s n e s s  G a n t z  P ow ell  & B r u n d in
ATTORNEYS AT LAW

If t h i s  s u b s e c t i o n  is r e a d  l i t erally, it could be 
i n t e r p r e t e d  to r e q u i r e  an i n s u r e r  to s e n d  an i n s u r e d  a s t a t e­
m e n t  of  r e a s o n s  for c h a n g e  in p r e m i u m  and a s t a t e m e n t  of the 
n o t i c e  of r i g h t  to appeal e v e r y  t i m e  a p r e m i u m  is increased, 
r e g a r d l e s s  of t h e  r e a s o n  for t h e  p r e m i u m  incre a s e .  Such a 
r e q u i r e m e n t -  w o u l d  s i g n i f i c a n t l y  a f f e c t  t h e  p r a c t i c a l  c o n s e­
q u e n c e s  of the w a y  w e  p r e s e n t l y  do  b u s i n e s s .  For example, 
w h e n  a g e n e r a l  ra t e  increase is a p p r o v e d  b y  the D i v i s i o n  of 
I n s u r a n c e ,  our i n s u r e d s  r e c e i v e  at least f i f t e e n  d a y s  notice 
o f  t h i s  i n c r e a s e ,  a n d  a brief e x p l a n a t i o n  of the reasons for 
t h e  i n c r e a s e .  T o  p r e s e n t  an i n s u r e d  w i t h  a s t a t e m e n t  telling 
t h e m  t h a t  t h e y  h a v e  a s t a t u t o r y  r i g h t  to a p p e a l  a p r e m i u m  
i n c r e a s e  a l r e a d y  a p p r o v e d  by t h e  D i v i s i o n  of I n s u r a n c e  is 
i l l u s o r y ,  b e c a u s e  t h e  D e p a r t m e n t  has a l r e a d y  a p p r o v e d  the 
i n c r e a s e .  It in fa c t  w o uld b e  i l l e g a l  for us to charge 
a n y t h i n g  b u t  t h e  a p p r o v e d  rate. To s u g g e s t  b y  m e a n s  of a 
n o t i c e  t h a t  o u r  i n s u r e d  has a r i g h t  of a p p e a l  not o n l y  is
m i s l e a d i n g ,  b u t  c o u l d  g e n e r a t e  w a s t e f u l  l i t i g a t i o n  and/or 
a d m i n i s t r a t i v e  h e a r i n g s . *

T h e  m o r e  p r a c t i c a l  p r o b l e m s  w e  face are w h e r e  our 
i n s u r e d  c a l l s  a n d  t e l l s  us th a t  h e  has e i t h e r  a d d e d  a y o u t h f u l  
d r i v e r  to his p o l i c y  or p u r c h a s e d  a n e w  car. If w e  f o l l o w  the 
l i t e r a l  d i c t a t e s  of the p r e s e n t  s t a t u t e ,  w e  s i m p l y  w o u l d  not 
b e  a b l e  to a c c e p t  c o v e r a g e  in e i t h e r  i n s t a n c e  u n t i l  at least 
f i f t e e n  d a y s  a f t e r  the r e q uest w a s  m a d e  in o r d e r  to assure
t h a t  o u r  i n s u r e d  has been i n f o r m e d  of his p r o p e r  s t a t u t o r y  
r i g h t  of  n o t i c e  and appeal. T h e  s a m e  w o u l d  be t r u e  of w h e r e  
o u r  i n s u r e d  m o v e s  to a higher r a t e d  area. W e  w o u l d  not be 
a b l e  to a c c e p t  c o v e r a g e  unless o u r  i n s u r e d  is ab l e  to contact 
u s  e a r l y  e n o u g h  so w e  can p r o v i d e  the f i f t e e n  d a y  n o t i c e  of 
i n c r e a s e  and r i g h t  of appeal. W e  do not b e l i e v e  that anyone 
i n t e n d e d  A S  2 1 . 3 6 . 4 2 0  to h a v e  -this e f f e c t ,  and w e  beli e v e
H o u s e  B i l l  476 w o u l d  correct t h i s  a m b i g u i t y  and thus urge its 
p a s s a g e .

T h e  p r e s e n t  v e r s i o n  o f  H o u s e  Bill 476 requires 
w r i t t e n  n o t i c e  of t h e  i n c r e a s e  s t a t i n g  the r e a s o n  for the 
c h a n g e  a n d  the r i g h t  of appeal i n  all i n s t a n c e s  e x c e p t  to:
(1) a p r e m i u m  i n c r e a s e  r e s u l t i n g  f r o m  a c h a n g e  r e q u e s t e d  by an 
i n s u r e d  if the i n s u r e d  is n o t i f i e d  at the ti m e  of the request 
t h a t  h i s  or h e r  p r e m i u m  will c h a n g e ,  or (2) a rate increase
a p p r o v e d  b y  the D i r e c t o r  if t h e  i n s u r e r  g i v e s  w r i t t e n  notice 
to t h e  i n s u r e d  of t h e  rate i n c r e a s e  at least f i f t e e n  days 
b e f o r e  t h e  e x p i r a t i o n  da t e  of t h e  a f f e c t e d  policy, w h i c h  is 
w h e n  t h e  i n c r e a s e  w o u l d  of c o u r s e  ta k e  effect. W e  do not 
b e l i e v e  t h e s e  c h a n g e s  w o uld a f f e c t  in a n y  w a y  the original 
i n t e n t  w h i c h  p r o m p t e d  the e n a c t m e n t  of AS  2 1 . 3 6 . 4 2 0 .  On the
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c o n t r a r y ,  H B  476 w o u l d  c o r r e c t  a n e g a t i v e  e f f e c t  n o t  i n t e n d e d  
by t h e  o r i g i n a l  l e g i s l a t i o n .

W e  do h o p e  this a m b i g u i t y  c a n  be c o r r e c t e d  this 
s e s s i o n  and k i n d l y  r e q u e s t  y o u  c a l e n d a r  t h e  bill. W e  w i l l  be 
h a p p y  to p r o v i d e  a n y  a s s i s t a n c e  o r  f u r t h e r  i n f o r m a t i o n  y o u  
m i g h t  d e s i r e .  T h a n k  you. , .

S i n c e r e l y ,

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

By: L S ‘‘ • ~ (
D o n n a  P. W a l k e r

E n c l o s u r e s
D P W / m h
1435A

cc: S e n a t o r  Jan Faiks
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CSHB 476: "An A ct r e la t in g  to  automobile insurance premiums."

The department is  in  fa vo r o f th is  le g is la t io n .  This proposal is  intended 
to  c o rre c t a d e fic ie n c y  in  Ch 62 SLA 1984. The sponsor o f th a t b i l l  was 
a ttem pting  to  provide  an appeal mechanism fo r  persons aggrieved by au to­
m obile insurance ra te  increases re s u lt in g  from surcharges fo r  an acc iden t 
or v io la t io n  appearing on th a t person's d r iv in g  reco rd , and which is  
a lleg e d  to  be in a p p ro p ria te .

Alaska S ta tu te  21.36.420(d) was s tru c tu re d  to  re q u ire  a n o tic e  o f a l l  
premium increases by an in s u re r . The n o tice  g ives a reason fo r  the 
increase and the r ig h t  to  an appeal under AS 21.39.090. I t  is  not c le a r 
whether a n o tic e  o f  reason and n o tice  o f r ig h t  to  appeal is  requ ired  on 
increases re s u lt in g  from o th e r than a change in  the in d iv id u a l d r iv in g  
re co rd . Such increases are su b je c t to  ra te  review  and. approval by the 
S tate  be fore  use and we b e lie ve  th a t a r ig h t  to  appeal on top o f the 
review  process would be unduly w aste fu l o f s ta te  resources.

This b i l l  would c la r i f y  the  requirem ent fo r  n o tic e  by sp e c ify in g  the c i r ­
cumstances in  which the n o tic e  is  necessary and the scope o f n o tice  
re q u ire d . I t  does provide  recourse fo r  surcharges o r increases th a t are 
not a p p ro p ria te  because a person was not convicted o f  a v io la t io n  or a t 
f a u l t  in  an a cc id e n t. We do not o b je c t to  the n o tic e  o f premium increase 
on approved ra te  f i l in g s  because i t  is  a f a i r  th in g  to  do. I t  does gener­
ate a d d it io n a l cos t fo r  the in s u re r which w i l l  u lt im a te ly  be passed along 
to  the consumer. I t  is ,  however, a reasonable and f a i r  requirem ent.

s^ ioner
Department o f Commerce & Economic 

Development

o f Insurance
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A la s k a  S ta te  L e g is la tu re
S e n a te

Official Business Pouch V
State Capitol 

Juneau, Alaska 99811

J a n u a r y  27, 1 9 8 7

M E M O R A N D U M

To: S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  M e m b e r s

From: S e n a t o r  T i m  K e l l y ,  ChairmarfT\/\^
L a b o r  & C o m m e r c e  C o m m i t t e e

S u b j e c t :  P r o p o s e d  C o m m i t t e e  B i l l  r e g a r d i n g  A u t o m o b i l e  
I n s u r a n c e  P r e m i u m s

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

L a s t  y e a r ,  H B  476, w h i c h  c o n t a i n e d  i d e n t i c a l  l a n g u a g e ,  u n a n i m o u s l y  
p a s s e d  t h e  H o u s e  of  R e p r e s e n t a t i v e s .  W h i l e  f a v o r a b l y  c o n s i d e r e d  b y  
S e n a t e  c o m m i t t e e s ,  t h e  R u l e s  C o m m i t t e e  w a s  u n a b l e  t o  p l a c e  t h e  b i l l  
o n  t h e  c a l e n d a r  in t h e  c l o s i n g  d a y s  o f  t h e  l e g i s l a t i v e  s e s s i o n .

T o  m y  k n o w l e d g e  l i t t l e  o p p o s i t i o n  t o  t h i s  l e g i s l a t i o n  h a s  s u r f a c e d  
a n d  t h e  b i l l  e n j o y s  t h e  s u p p o r t  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .

P l e a s e  l e t  m e  k n o w  i f  y o u  h a v e  o b j e c t i o n s  o r  c o n c e r n s  a b o u t  
i n t r o d u c i n g  t h i s  l e g i s l a t i o n  as a c o m m i t t e e  b i ll.
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BY THE L A B O R  AND
IK THE SENATE COMMERCE COMMITTEE

SENATE BILL NO.

IN THE  L E GISLATURE OF THE STATE OF A LASKA 

F I F T EENTH  LEGI S L A T U R E  - FIRST SESSION 

A  BILL

For an Act entitled: "An Act r e l ating to increases or surcharges to a u t o­

mob i l e  insurance p r e m i u m s .11

BE IT ENAC TED BY THE L EGI SLATURE OF THE STATE OF ALASKA:

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

(d) A n  insurer that increases the p r e m i u m  or adds a surcharge to 

an automobil e insurance p o l icy shall give w r i t t e n  notice of the i n­

crease or surcharge at least 15 days b ef ore it takes effect, stating 

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

This subsection does not apply to a

(1) p r e m i u m  increase r e s u l t i n g  from  a change reques ted by 

an insured, if the insured is n o t i f i e d  at the time the request is made 

that the amount of the insured's p r e m i u m  w i l l  change as a result of 

the r e q u e s t e d  policy change; or

(2) rate appro ved by the director if the insurer gives 

w r i t t e n  notice of a p r e m i u m  increase to the insured at least 15 days 

before the renewal date of the a f f e c t e d  policy.
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