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V
A M E N D M E N T

B F u r n a c e

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 11
\
\

\
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  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 , "
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F o r d

A M E N D M E N T  |  i f  " 2 -

O ffe re d  in  th e  HOUSE B y  D o n l e y

T O : C S H B  4 6 ( L & C )

P a g e  1 9 ,  l i n e  1 8 :

D e l e . 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  A S  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  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  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  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  c a n c e l l a t i o n . "

P a g e  2 0 ,  l i n e  2 :

D e l e t e  " 1 0 "

I n s e r t  " 2 0 "

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  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 vT 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 ,  

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
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t h e  c a n c e l l a t i o n . "
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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  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 5 ( a ) ( 1 ) ,  ( 2 ) ,  o r  ( 3 ) ,  [N O N ­

P A Y M E N T  O F  P R E M IU M ] "

P a g e  1 9 ,  l i n e  2 9 :

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 5 ( a ) ( 1 ) ,  ( 2 ) ,  o r  ( 3 ) "
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P a g e  1 9 ,  l i t / e  1 8 :  

D e l e t e '  " 1 0 "  

I n s e r / t  " 2 0  [ 1 0 ] "

P a g e  2 0 , / l i n e  2 :  

D e l / e t e  " 1 0 "  

I n s e r t  " 2 0 "

A M E N D M E N T

5-0 3 0 6 L f
F ord

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 )

B y  D o n l e y
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/
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  A 6 ( L & C )  /

/

P a g e  1 9 ,  l i n e s  1 8  -  2 0 :  /

D e l e t e  " ,  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——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  IN C L U D E  O R  B E  A C C O M P A N IE 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 IO 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  " v "

P a g e  2 0 ,  l i r f 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
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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  4 3

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 "
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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 ] "
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Ford

A M E N D M E N T

O f f e r e d  i n  the  HOUSE By Don ley
TO: CSHB 46(L&C)

Page 2 0 ,  l i n e  17 -  19:
D e l e t e  a l l  m a t e r i a l  and i n s e r t :

" ( d )  An i n s u r e r  who 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  
unde 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  the 
n o t i c e  has been -mai±g^=:t :g'~tlie 'iramed i n s ur e d . "

- 1 - 3/26/87
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A M E N D M E N T

O f f e r e d  i n  the HOUSE By Don ley
TO: CSHB 46(L&C)

Page 2 0 ,  a f t e r  l i n e  2 1 :
I n s e r t  a new su 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  be m a i l e d  under 
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  the  i n s u r e r ,  the  i n s u r e r  s h a l l  
make an 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  the  i n s u r e d . ”

- 1 - 3/26/87



5-0306L

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE B ILL NO. 46 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

Fo r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  in 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 in e s s  i n  
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 la c e d  i n  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 on 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 rom  
o r  th rough  a b r o k e r ,  a g en t ,  g e n e r a l  agen t ,  s u rp lu 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 commission o r  any fo rm  o f  r em une ra t io n  t o  a p e r s on ,  f i rm ^  o r  
o r g a n i z a t i o n  f o r  the  w r i t i n g  o r  p l a c i n g  o f  in su ran ce  coverage 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 ,  firm_j_ o r  o r g a n i z a t i o n  h o ld s  a l i c e n s e  i s su ed
by th e  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 in t in g  a p e r s o n  as i t s  g e n e r a l  agent [OR MANAGER] t o  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  th e  appo in tment w i th  the  d i r e c t o r  
on fo rms p r e s c r i b e d  and f u r n i s h e d  by th e  d i r e c t o r .

(b )  A g e n e r a l  agent [OR MANAGER] has the a u t h o r i t y ,  c o n s i s t e n t  
w i th  t h i s  t i t l e ,  t h a t  may be c o n f e r r e d  by the  i n s u r e r .  A g e n e r a l  
a g en 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 id e d  i n  t h i s  s e c t i o n  i n  the  same manner as i s  p ro v id e d  f o r  agents

- 1 -  CSHB 4 6 (L&C)
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i n  AS 21 . 2 7 , may e x e r c i s e  the  powers c o n f e r r e d  by t h i s  t i t l e  upon 
agents  l i c e n s e d  f o r  the  k ind s  o f  in su ran ce  t h a t  the  g e n e r a l  agent i s  
a u t h o r i z e d  t o  t r a n s a c t  f o r  the i n s u r e r  a p p o in t in g  the  agen t .

( c )  The [EXCEPT AS PPOVIEED UNDER AS 2 1 . 2 7 . 5 0 0 ,  THE] appointment, 
o f  a r e s i d e n t  o r  n o n r e s id e n t  g e n e r a l  agent i s  n o t  e f f e c t i v e  u n le s s  the  
p e rs on  appo in ted  i s  l i c e n s e d  as the  g e n e r a l  agent o f  the  i n s u r e r  by 
the  d i r e c t o r  upon a p p l i c a t i o n  and payment o f  a f e e  s e t  under AS 2 1 . -
0 6 . 2 5 0 .

(d )  E ve ry  l i c e n s e  i s  s u b j e c t  t o  the  payment o f  an annua l  f e e  s e t  
unde r AS 2 1 . 0 6 . 2 5 0  and p ayab le  on o r  b e f o r e  [EXPIRES AT] the c l o s e  o f  
b u s in e s s  on the  30 th  day o f  June o f  each y e a r  [FOLLOWING THE DATE OF 
ISSUE, AND MAY BE RENEWED FOR AN ADDITIONAL YEAR UPON APPLICATION AND 
PAYMENT OF THE FEE] .

( e )  The d i r e c t o r  may deny, suspend, o r  re voke  a l i c e n s e  f o r  any 
cause s p e c i f i e d  i n  AS 2 1 . 2 7 . 4 1 0  i n  the  manner p r o v id e d  i?*. AS 2 1 . 2 7 . -  
420 .

*  Sec. 3 .  AS 2 1 . 0 9 . 2 8 0  i s  amended by adding new su b se c t i o n s  t o  r e a d :
( f )  Pe rsons  employed on s a l a r y  by an i n s u r e r ,  i n c lu d in g  o f f i c e r s  

and s a l a r i e d  employees p e r f o rm ing  the  same s e r v i c e s  as g e n e r a l  a g en t s ,  
a r e  c on s id e re d  to  be s e r v i c e  r e p r e s e n t a t i v e s  and a r e  n o t  r e q u i r e d  to  
be l i c e n s e d .

(g )  F o r  pu rposes  o f  t h i s  s e c t i o n ,  a p e r s o n ,  f i rm ,  o r  c o r p o r a t i o n  
t h a t  p e r fo rm s  management s e r v i c e s  f o r  an i n s u r e r  i s  n o t  c o n s id e re d  a 
g e n e r a l  agent i f

( 1 )  the p e r s on ,  f i rm ,  o r  c o r p o r a t i o n  i s  a who l ly -owned
s u b s i d i a r y  o f  the i n s u r e r ;

^2) the p e rs on ,  f i rm ,  o r  c o r p o r a t i o n  w h o l l y  owns the  i n s u r ­
e r ;  o r

( 3 )  the p e r s on ,  f i rm ,  o r  c o r p o r a t i o n  i s  a who l ly -owned
CSHB 4 6 (L&C) - 2 -



s u b s i d i a r y  o f  the in su ran ce  h o ld in g  company t h a t  owns o r  c o n t r o l s  the  
i n s u r e r .
Sec. 4 .  AS 2 1 . 2 7 . 0 2 0  i s  amended to  r e a d :

Sec . 2 1 . 2 7 . 0 2 0 .  GENERAL QUALIFICATIONS FOR LICENSE. F o r  the 
p r o t e c t i o n  o f  the  p eop le  o f  t h i s  s t a t e ,  the  d i r e c t o r  may n o t  i s s u e  [OR 
RENEW] a l i c e n s e  excep t  i n  compliance w i t l i  t h i s  c h ap te r  [ ,  OR] t o  a 
p e r s o n , o r  t o  be e x e r c i s e d  by [ , ]  a p e rs on^  found by the  d i r e c t o r  t o  
be u n t r u s tw o r t h y ,  incompetent ,  o r  who has no t  e s t a b l i s h e d  t o  the  
s a t i s f a c t i o n  o f  the d i r e c t o r  t h a t  the  p e r s on  i s  q u a l i f i e d  under  [ IN  
ACCORDANCE WITH] t h i s  c h ap te r .
Sec. 5 .  AS 2 1 . 2 7 . 0 3 0 ( a )  i s  amended t o  r e a d :

( a )  The d i r e c t o r  may no t  g ra n t  an agen t ,  s o l i c i t o r ,  o r  b r o k e r  
l i c e n s e  t o  a p e rs on  i f  the  d i r e c t o r  has r e a s o n a b le  cause to  b e l i e v e  
t h a t

[ ( 1 )  DURING EITHER OF THE TWO CALENDAR YEARS IMMEDIATELY 
PRECEDING THE REQUEST FOR RENEWAL OF THE LICENSE THE AGGREGATE AMOUNT 
OF COMMISSIONS REPRESENTED BY THE CONTROLLED BUSINESS PROCURED BY OR 
THROUGH THE LICENSEE EXCEEDED THE AGGREGATE AMOUNT OF COMMISSIONS 
REPRESENTED BY ALL OTHER INSURANCE BUSINESS PROCURED BY OR THROUGH THE 
LICENSEE; OR

( 2 ) ]  the c i rcumstances o f  the  a p p l i c a n t  f o r  the  l i c e n s e  [OR 
OF A LICENSEE] a r e  such [AS TO CAUSE THE DIRECTOR REASONABLY TO 
BELIEVE] t h a t  du r ing  the  12-month p e r i o d  immed ia te ly  f o l l o w i n g  i s s u ­
ance [OR RENEWAL] o f  the  l i c e n s e ,  i f  i s s u e d  [OR RENEWED], the  a gg re ­
ga te  amount o f  commissions to  be r e p r e s e n t e d  by the  c o n t r o l l e d  b u s i ­
ness  wou ld exceed the  agg rega te  amount o f  commissions t o  be r e p r e -

isen ted  by a l l  o t h e r  in su rance  b u s in e s s  t o  be p ro cu red  by o r  th rough  
the  a p p l i c a n t  [OR LICENSEE].
Sec. 6 .  AS 2 1 . 2 7 . 0 3 0  i s  amended by adding a new su b se c t i o n  to  r e a d :
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(d )  The d i r e c t o r  may re v o ke  an agen t ,  s o l i c i t o r ,  o r  b r o k e r  
l i c e n s e  i f  the  d i r e c t o r  has r e a s o n ab le  cause to  b e l i e v e  t h a t  du r ing  
e i t h e r  o f  the  two p reced ing  c a le n d a r  y e a r s  the agg rega te  amount o f  
commissions r e p r e s e n t e d  by the  c o n t r o l l e d  bu s in e s s  p ro cu red  by o r  
th rough  th e  l i c e n s e e  exceeded the agg rega te  amount o f  commissions 
r e p r e s e n t e d  by a l l  o t h e r  in su rance  bu s in e s s  p ro c u re d  by o r  th rough  the 
l i c e n s e e .
Sec. 7 .  AS 2 1 . 2 7 . 0 6 0  i s  amended to  r e a d :

Sec. 2 1 . 2 7 . 0 6 0 .  EXAMINATION OF APPLICANTS. ( a )  Each a p p l i c a n t  
f o r  an i n d i v i d u a l  l i c e n s e  as agen t ,  b r o k e r ,  s o l i c i t o r ,  o r  a d j u s t e r  
s h a l l ,  b e f o r e  th e  i s su ance  o f  the l i c e n s e ,  p e r s o n a l l y  t a ke  and pass_j_ 
t o  the  s a t i s f a c t i o n  o f  the  d i r e c t o r ^  an exam ina t ion  g iven  by the  
d i r e c t o r  as a t e s t  o f  the  q u a l i f i c a t i o n s  and competence o f  the a p p l i ­
c a n t .  Th is  r e qu i rem en t  does no t  a p p ly  to

( 1 )  a p p l i c a n t s  f o r  l im i t e d  l i c e n s e s ,  as t r a v e l  in su ran ce  
agen ts  o n l y ,  under AS 2 1 . 2 7 . 1 5 0 ,  o r ,  a t  the  d i s c r e t i o n  o f  the  d i r e c ­
t o r ,  t o  a p p l i c a n t s  f o r  l i c e n s e s  as d i s a b i l i t y  in su ran ce  agents  f o r  the  
pu rpose  o f  h and l in g  l im i t e d  coverages  p e r t a i n i n g  t o  s p o r t s  and r e c r e ­
a t i o n ;

( 2 )  a p p l i c a n t s  who a t  any t ime w i t h in  the  f i v e - y e a r  p e r i o d  
immed ia te ly  p re ced ing  the  da te  o f  a p p l i c a t i o n  have been l i c e n s e d  i n  
t h i s  s t a t e  under a l i c e n s e  r e q u i r i n g  q u a l i f i c a t i o n s  r e q u i r e d  by the  
l i c e n s e  a p p l i e d  f o r  and who a re  c on s id e re d  by the d i r e c t o r  t o  be f u l l y  
q u a l i f i e d  and competent ;

( 3 )  a p p l i c a n t s  f o r  l i c e n s e  as n o n r e s id e n t  agent o r  as 
n o n r e s i d e n t  b r o k e r  who have f u l f i l l e d  q u a l i f i c a t i o n  r e qu i r em en ts  i n  
t h e i r  s t a t e  o r  p r o v in c e  o f  r e s id en c e  and who a r e  c on s id e re d  by the  
d i r e c t o r  t o  be f u l l y  q u a l i f i e d  and competent ;

( 4 )  a p p l i c a n t s  f o r  an agent o r  s o l i c i t o r  l i c e n s e  c o v e r in g  
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the  same k in d s  o f  in su ran ce  as an a g e n t ' s  o r  s o l i c i t o r ' s  l i c e n s e  then 
hr . Id  by them.

(b )  The d i r e c t o r  may a t  any t ime r e q u i r e  an i n d i v i d u a l  [A] 
l i c e n s e d  as an agen t ,  b r o k e r ,  s o l i c i t o r ,  o r  a d j u s t e r  t o  ta k e  and 
s u c c e s s f u l l y  pass an e xam ina t ion  t e s t i n g  competence and q u a l i f i c a t i o n s  
as a c o n d i t i o n  t o  the  con t inuance  [OR RENEWAL] o f  the  l i c e n s e  i f  the  
l i c e n s e e  has been g u i l t y  o f  v i o l a t i o n  o f  t h i s  t i t l e ,  o r  has so con ­
ducted a f f a i r s  unde r the  l i c e n s e  as t o  cause the  d i r e c t o r  r e a s o n a b ly  
t o  d e s i r e  f u r t h e r  ev idence  o f  the q u a l i f i c a t i o n s  o f  the  l i c e n s e e .

*  Sec. 8 .  AS 2 1 . 2 7 . 0 9 0 ( a )  i s  amended to  r e a d :
( a )  To q u a l i f y  f o r  an i n d i v i d u a l  agent o r  b r o k e r  l i c e n s e  an 

a p p l i c a n t  s h a l l  comply w i th  t h i s  t i t l e  and
( 1 )  be 19 y e a r s  o f  age o r  o v e r  [ ,  I F  AN INDIVIDUAL]; I
( 2 )  i f  f o r  a r e s i d e n t  a g e n t ' s  o r  b r o k e r ' s  l i c e n s e ,  be a

bona f i d e  r e s i d e n t  b e f o r e  is suance  o f  l i c e n s e  [ , ]  and a c t u a l l y  r e s i d e
i n  the  s t a t e  [RESIDING IN ALASKA, OR IF  A CORPORATION, BE OTHER THAN j
AN INSURER AND MAINTAIN A LAWFULLY ESTABLISHED PLACE OF BUSINESS IN I

j

THIS STATE, EXCEPT AS PROVIDED IN AS 2 1 . 2 7 . 2 7 0 ] ;
( 3 )  [BE EMPOWERED TO BE AN AGENT OR BROKER, AS THE CASE MAY

BE, UNDER ITS MEMBERS' AGREEMENT, I F  A FIRM, OR BY ITS ARTICLES OF
INCORPORATION, I F  A CORPORATION;

( 4 ) ]  s u c c e s s f u l l y  pass any exam ina t ion  r e q u i r e d  under 
AS 2 1 . 2 7 . 0 6 0 ;

( 4 )  [ ( 5 ) ]  be a t r u s tw o r t h y  p e r s o n ;
( 5 )  [ ( 6 ) ]  n o t  in t e n d  t o  use o r  use the  l i c e n s e  f o r  the !

:

purpose  p r i n c i p a l l y  o f  w r i t i n g  c o n t r o l l e d  b u s in e s s ,  as d e f i n e d  i n  j
AS 2 1 . 2 7 . 0 3 0 ;

j

j(_§_) [ ( 7 ) ]  i f  f o r  an agent l i c e n s e ,  be appo in ted  as i t s  !
agent by one o r  more a u t h o r i z e d  i n s u r e r s ,  s u b j e c t  t o  i s su ance  o f  the

I
iJ1
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l i c e n s e , excep t  t h a t  an i n d i v i d u a l  a c t i n g  on b e h a l f  o f  a f i r m  i s  n o t
r e q u i r e d  t o  have an appo in tment as an agent f o r  t h a t  a c t i v i t y ;

( 7 )  [ ( 8 ) ]  i f  f o r  b r o k e r  l i c e n s e ,  have had e xp e r ie n c e  e i t h e r  
as an agen t ,  s o l i c i t o r ,  a d j u s t e r ,  g e n e r a l  a g en t ,  b r o k e r ,  o r  as an 
employee o f  i n s u r e r s  o r  r e p r e s e n t a t i v e s  o f  i n s u r e r s ,  o r  s p e c i a l  educa­
t i o n  o r  t r a i n i n g  o f  s u f f i c i e n t  d u r a t i o n  and e x t e n t  r e a s o n a b ly  t o  
s a t i s f y  the  d i r e c t o r  t h a t  the  a p p l i c a n t  p o s se s s e s  the competence 
n e c e s s a r y  to  f u l f i l l  the  r e s p o n s i b i l i t i e s  o f  b r o k e r .

* Sec . 9 .  AS 2 1 . 2 7 . 0 9 0  i s  amended by adding a new su b s e c t i o n  to  r e ad :
( c )  To q u a l i f y  f o r  a f i r m  agent o r  b r o k e r  l i c e n s e  an a p p l i c a n t

s h a l l  comply w i th  t h i s  t i t l e  and
( 1 )  comply w i th  ( a ) ( 5 )  and ( 6 )  o f  t h i s  s e c t i o n ;
( 2 )  i f  a c o r p o r a t i o n ,  m a in t a in  a l a w f u l l y  e s t a b l i s h e d  p la c e

o f  b u s in e s s  i n  t h i s  s t a t e ,  excep t as p r o v id e d  i n  AS 2 1 . 2 7 . 2 7 0 .
*  Sec . 10. AS 2 1 . 2 7 . 1 3 0  i s  amended t o  r e a d :

Sec. 2 1 . 2 7 . 1 3 0 .  CONTENT OF AGENT, BROKER, SOLICITOR LICENSES.
Agent, s o l i c i t o r ,  and b r o x e r  l i c e n s e s  must [SHALL] be i n  the  fo rm  the 
d i r e c t o r  p r e s c r i b e s ,  and must [SHALL] s e t  ou t

( 1 )  the  name and add ress  o f  the  l i c e n s e e ,  o r  i f  the  l i c ­
ensee i s  r e q u i r e d  t o  have a p l a c e  o f  b u s i n e s s ,  the  add ress  o f  the  
p l a c e  o f  b u s in e s s ;

( 2 )  i f  the  agent o r  b r o k e r  i s  a f i rm  [OR CORPORATION], the  
name o f  the  p r i n c i p a l  o r  manager o f  th e  f i rm  h o ld in g  an i n d i v i d u a l  
l i c e n s e  as r e q u i r e d  bv AS 2 1 . 2 7 . 1 4 0  [EACH INDIVIDUAL AUTHORIZED TO 
EXERCISE THE POWERS CONFERRED BY THE LICENSE];

( 3 )  the k in d  o r  k in d s  o f  in su ran ce  the  l i c e n s e e  i s  [THERE­
BY] l i c e n s e d  t o  h and le ;

( 4 )  i f  a s o l i c i t o r ' s  l i c e n s e ,  the  name and add ress  o f  the  
agent o r  b r o k e r  r e p r e s e n t e d  by the s o l i c i t o r ;
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( 5 )  the  c o n d i t i o n  unde r  which the l i c e n s e  i s  g r a n te d ;
( 6 )  th e  da te  o f  i s su ance  [AND DATE OF EXPIRATION] o f  the

l i c e n s e .
Sec. 11 . AS 2 1 . 2 7 . 1 4 0  i s  amended t o  r e a d :

Sec. 2 1 . 2 7 . 1 4 0 .  LICENSES TO FIRMS [AND CORPORATIONS]-. A f i rm  
s h a l l  have a f i r m  l i c e n s e  o f  the  same degree as each i n d i v i d u a l  l i ­
censee a c t i n g  on b e h a l f  o f  the  f i rm .  A f i rm  [OR CORPORATION] may no t
be l i c e n s e d  as an a d j u s t e r , agent^  o r  b r o k e r  u n l e s s  each i n d i v i d u a l  
a c t i n g  as o r  r e p r e s e n t i n g  t o  be an a d j u s t e r ,  agen t ,  o r  b r o k e r  on
b e h a l f  o f  the  f i rm  i s  l i c e n s e d  as an i n d i v i d u a l ,  and the  p r i n c i p a l  o r
manager o f  the  f i rm  i s  l i c e n s e d  as an i n d i v i d u a l  to  e x e r c i s e  a l l  the
powers c o n f e r r e d  by the  f i r m ' s  l i c e n s e .  I f  the  l i c e n s e e  knows o f  and '

Iconsen ts  to  an a c t  o r  r e p r e s e n t a t i o n  on b e h a l f  o f  the  f i r m  by an 1 
i n d i v i d u a l  who i s  n o t  l i c e n s e d  as l *.ired by t h i s  c h a p t e r ,  t h a t  a c t

io r  r e p r e s e n t a t i o n  [TO BE EMPOWERED AND DESIGNATED IN THE LICENSE TO j 
EXERCISE THE POWERS CONFERRED BY THE LICENSE IS  QUALIFIED AS THOUGH j 
THE INDIVIDUAL WERE THE SOLE INDIVIDUAL TO BE SO EMPOWERED, EXCEPT 
THAT A FIRM OR CORPORATION LICENSED FOR ALL LINES MAY EMPOWER AND 
DESIGNATE ANY INDIVIDUAL, OTHER THAN THE PRINCIPAL OR MANAGER, L I ­
CENSED FOR ONLY PROPERTY-CASUALTY OR L IFE -D ISAB IL ITY TO EXERCISE THE 
POWERS CONFERRED BY THE LICENSE 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,] i s  cause f o r  th e  r e v o c a t i o n  o r  su spens ion  o f  th e  f i rm  
l i c e n s e .
Sec. 12 .  AS 2 1 . 2 7 . 1 7 0 ( b )  i s  amended to  r e a d :

j
(b )  The d i r e c t o r  s h a l l  i s s u e  to  the  agent a s p e c i a l  vend ing  ; 

machine l i c e n s e  f o r  each machine t o  be used . The l i c e n s e  must [SHALL] I 
s p e c i f y  the  name and add re ss  o f  the  i n s u r e r  and agen t ,  the  name o f  the
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p o l i c y  to  be s o ld ,  th e  s e r i a l  number o f  th e  m ach ine , and th e  p la c e
w here th e  machine i s  to  be i n  o p e r a t io n .  The l i c e n s e  is_ [SHALL BE]
s u b je c t  to  [ANNUAL CONTINUATION, TO EXPIRATION,] su sp en s io n  o r  r e v o c a ­
t i o n  c o i n c i d e n t a l l y  w i t h  t h a t  o f  th e  a g e n t .  The d i r e c t o r  s h a l l  a ls o  
re v o k e  th e  l ic e n s e  on a machine i f  th e  d i r e c t o r  f in d s  t h a t  th e  c o n d i ­
t io n s  >on w hich  th e  m achine was l i c e n s e d ,  under [AS REFERRED TO IN ]  
(a )  o f  t h i s  s e c t io n ,  no lo n g e r  e x i s t .  P ro o f  o f  th e  e x is te n c e  o f  a 
[SUBSISTING] l ic e n s e  s h a l l  be d is p la y e d  on or ab o u t  each v e n d in g

m achine i n  use i n  th e  manner th e  d i r e c t o r  may re a s o n a b ly  r e q u i r e .
Sec. 13 . AS 2 1 .2 7 .1 9 0 ( a )  i s  amended to  re a d :

(a )  Each a p p l ic a n t  f o r  a b ro k e r  l i c e n s e  [OR FOR. THE RENEWAL OF A 
BROKER LICENSE EXISTING ON JULY 1, 1 9 6 6 , ]  s h a l l  f i l e  w i t h  the  a p p l i c a ­
t i o n  [OR REQUEST FOR RENEWAL] and s h a l l  a f t e r  t h a t  [THEREAFTER] m a in ­
t a i n  i n  f o r c e  w h i le  [SO] l ic e n s e d  a bond i n  fa v o r  o f  th e  p e o p le  o f  th e  
s t a t e ,  e x ecu ted  by an a u th o r iz e d  c o r p o r a te  s u re ty  approved by th e  

d i r e c t o r ,  i n  th e  amount o f  $1 0 ,0 0 0  [ $ 5 , 0 0 0 ] ,  The bond may be c o n t in u ­
ous in  fo rm , and t o t a l  a g g re g a te  l i a b i l i t y  on the  bond may be l i m i t e d  
to  th e  payment o f  $1 0 ,0 0 0  [ $ 5 , 0 0 0 ] .  The bond mu s t  [SHALL] be c o n t i n ­
g e n t on th e  a c c o u n tin g  by th e  b r o k e r ^  to  a [ANY] p e rso n  r e q u e s t in g  th e  
b ro k e r  to  o b ta in  in s u ra n c e  o r  to  a p erso n  from  whom th e  b ro k e r  o b ta in s  
in s u r a n c e , f o r  money o r  premiums c o l l e c t e d  in  c o n n e c t io n  w ith , th e  
in s u ra n c e  [THEREWITH].
Sec. 14 . AS 2 1 .2 7 .1 9 0  i s  amended by ad d ing  a new s u b s e c t io n  to  re a d :

(c )  An i n d i v i d u a l  who a c ts  on b e h a l f  o f  a f i r m  t h a t  f i l e s  and
m a in ta in s  in  fo rc e  th e  bond d e s c r ib e d  in  (a )  o f  t h is  s e c t io n  i s  exempt
from  th e  re q u ire m e n ts  o f  ( a )  o f  t h i s  s e c t io n .
Sec. 15. AS 2 1 .2 1 .2 0 0 ( a )  i s  r e p e a le d  and re e n a c te d  to  re a d :

(a )  A b ro k e r  i s  n o t  an ag en t o r  o th e r  r e p r e s e n t a t i v e  o f  an 
i n s u r e r  and does n o t  have power as a b ro k e r  to  b in d  th e  in s u r e r



r e g a r d in g  a r i s k  o r an in s u ra n c e  c o n t r a c t .
*  Sec. 16 . AS 2 1 .2 7 .2 0 0  i s  amended by ad d ing  new s u b s e c t io n s  to  re a d :

(c )  I n  d e te rm in in g  an in s u r e d 's  e n t i t l e m e n t  to  co verag e  o r  
r e t u r n  premium, a premium payment made to  a b ro k e r  s h a l l  be c o n s id e re d  
r e c e iv e d  by th e  in s u r e r  i f

(1 )  th e  payment was, a t  th e  t im e  i t  was made, d e s ig n a te d  
f o r  s p e c i f i c  co verag e; and

(2 )  th e  in s u r e r  a c c e p te d  o r  acknowledged coverage by i s s u ­
in g  a p o l i c y ,  b in d e r ,  o r  o th e r  c o n t r a c t  f o r  tem p o ra ry  in s u ra n c e .

(d )  A b ro k e r  may n o t  k n o w in g ly  a c c e p t  payment f o r  co verag e  u n t i l  
co verag e  i s  a u th o r iz e d  by an i n s u r e r .

(e )  E xcep t as p ro v id e d  u nd er (c )  o f  t h i s  s e c t io n ,  t h i s  s e c t io n  
i s  n o t  in te n d e d  to  a l t e r  th e  common law  o f  agency as a p p l ie d  to  t r a n s ­
a c t io n s  u n d er t h i s  t i t l e .

*  Sec. 17 . AS 2 1 .2 7 .2 4 0 ( a )  i s  amended to  re a d :
(a )  An agent o r b r o k e r  who employs a s o l i c i t o r  s h a l l  pay th e  

[THE] fe e  f o r  issu an ce  o r  an n ua l fe e  f o r  c o n t in u a t io n  [RENEWAL] o f  a 

s o l i c i t o r  l i c e n s e  [SHALL BE PAID BY THE AGENT OR BROKER BY WHOM THE 
SOLICITOR IS  EMPLOYED].

*  Sec. 18 . AS 2 1 .2 7 .3 0 0  i s  amended to  re a d :
Sec. 2 .1 .2 7 .3 0 0 .  CONTENTS OF LICENSE. The d i r e c t o r  s h a l l  p r e ­

s c r ib e  th e  form  o f  a d ju s t e r  l i c e n s e ,  w h ich  must c o n ta in
(1 )  th e  name and b u s in es s  acdress  o f  th e  a d j u s t e r ;
(2 )  d a te  o f  is s u a r c e  [AND DATE OF EXPIRATION] o f  th e  l i ­

cense;
(3 )  o th e r  s ta te m e n ts  p ro p e r  to  th e  purposes o f  th e  l i c e n s e .

*  Sec. 19. AS 2 1 .2 7 .3 5 0  i s  amended by ad d ing  a new s u b s e c t io n  to  re a d :
(c )  I n  a d d i t io n  to  th e  re c o r d  r e q u i r e d  u nd er (a )  o f  t h i s  s e c ­

t i o n ,  each a g en t o r  b ro k e r  s h a l l  have and m a in ta in  a t  th e  a g e n t 's  o r
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b r o k e r 's  p r i n c i p a l  p la c e  o f  b u s in es s  c u r r e n t  ac c o u n tin g  and f i n a n c i a l  
re c o rd s  m a in ta in e d  i n  accordance w i t h  g e n e r a l l y  accep ted  a c c o u n t in g  
p r i n c i p l e s .  The d i r e c t o r  may re q u e s t  summary o r  d e t a i l e d  co p ie s  f o r
e x a m in a t io n  by th e  d i v i s i o n .  Records examined under t h is  s u b s e c t io n
a r e  c o n f i d e n t i a l  when in  th e  p o s sess io n  o f  th e  d i v i s i o n ,  b u t  may be 

used by th e  d i r e c t o r  in  a p ro c e e d in g  a g a in s t  th e  l ic e n s e e .  For p u r ­
poses o f  t h i s  s u b s e c t io n ,  th e  re c o rd s  o f  a f i r m  s h a l l  be c o n s id e re d  
th e  re c o r d s  o f  an i n d i v i d u a l  ag en t o r  b ro k e r  a c t in g  on b e h a l f  o f  th e  
f i r m .

*  Sec. 2 0 . AS 2 1 .2 7 .3 6 0 ( b )  is  amended to  re a d :
(b )  A l l  fu n d s ,  excep t tho se  made p a y a b le  to  th e  in s u r e r ,  r e p r e ­

s e n t in g  premiums o r  r e t u r n  premiums r e c e iv e d  by an agent o r  b r o k e r ,  
s h a l l  be r e c e iv e d  i n  th e  f i d u c i a r y  account o f  th e  agent or b r o k e r ,  and 
s h a l l  be d e p o s i te d  i n  a bank account o r  d e p o s i to r y  se p a ra te  from  any 
o th e r  acco u n t o r  d e p o s i to r y ,  and s h a l l  be p ro m p tly  accounted f o r  and 
p a id  to  th e  in s u r e d ,  in s u r e r ,  o r  a g en t e n t i t l e d  to  the fu n d s . For 
purposes o f  t h i s  s u b s e c t io n ,  th e  f i d u c i a r y  account o f  the f i r m  s h a l l  
be c o n s id e re d  th e  f i d u c i a r y  accou n t o f  an i n d i v i d u a l  agent or  b ro k e r  
a c t in g  on b e h a l f  o f  the  f i r m .  Funds d e p o s ite d  in to  a f i d u c i a r y  
accou n t may n o t  be commingled o r  o th e rw is e  combined w ith  o th e r  fu n d s , 
e x c e p t  as a l lo w e d  under (d) o f  t h i s  s e c t io n .

*  Sec. 21 . AS 2 1 .2 7 .3 6 0  is  amended by add ing  new su b section s  to  re a d :
(d )  An a g e n t  o r  b ro k e r  may commingle w i t h  premium fu n d s ,  a d d i ­

t i o n a l  funds f o r  th e  purpose o f  ad van c in g  premiums, e s t a b l i s h i n g  
r e s e r v e s  f o r  th e  payment o f  r e t u r n  premiums, o r re s e rv e s  f o r  r e c e i v in g  
and t r a n s m i t t i n g  premium or r e t u r n  premium fu n d s . Funds c o l l e c t e d  f o r  
th e  payment o f  premium ta x e s ,  p o l i c y  o r  f i l i n g  fe e s ,  l a t e  payment 
c h a rg e s ,  and i n t e r e s t  from f i d u c i a r y  funds on d e p o s i t ,  may be com­
m in g le d  i n  a f i d u c i a r y  a c c o u n t,  b u t  s h a l l  be s e p a r a te ly  accounted  f o r  
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and p e r i o d i c a l l y  removed from  th e  f i d u c i a r y  a c c o u n t.
(e )  An a g e n t  o r  b ro k e r  may n o t  t r e a t  fun.ds r e q u i r e d  to  be i n  a 

f id u c ia r } ^  acco u n t as a p e rs o n a l  a s s e t ,  as c o l l a t e r a l  f o r  a p e rs o n a l  o r  
b u s in e s s  lo a n ,  o r  as a p e rs o n a l  a s s e t  o r  income on a f i n a n c i a l  s t a t e ­
m ent, e x c e p t  t h a t  funds i n  a f i d u c i a r y  accou n t may be in c lu d e d  i n  a 

f i n a n c i a l  s ta te m e n t  o f  th e  ag en t o r  b r o k e r  i f  c l e a r l y  i d e n t i f i e d  as 
f i d u c i a r y  acco u n t a s s e ts .

( f )  I n  t h i s  s e c t io n ,  " f i d u c i a r y  a c c o u n t"  means an account in  
w hich  th e  a g e n t  o r  b r o k e r  h o ld s  funds as a t r u s t e e  f o r  th e  in s u r e d ,  
i n s u r e r ,  o r  a g en t e n t i t l e d  to  th e  fu n d s .

*  Sec. 22 . AS 2 .1 .2 7 .3 8 0  i s  re p e a le d  and r e e n a c te d  to  re a d :
Sec. 2 1 .2 7 .3 8 0 .  ANNUAL FEE FOR LICENSES. ( a )  An an n u a l fe e  s e t  

under AS 2 1 .0 6 .2 5 0  f o r  r e s i d e n t  and n o n r e s id e n t  a g e n t ,  s o l i c i t o r ,  and 
a d ju s t e r  l i c e n s e s  i s  due on o r  b e fo r e  th e  c lo s e  o f  b u s in ess  on th e  

3 0 th  day o f  June.
(b )  An an n u a l f e e  s e t  under AS 2 1 .0 6 .2 5 0  f o r  r e s i d e n t  and non­

r e s i d e n t  b ro k e r  l ic e n s e s  is  due on o r  b e fo r e  th e  c lo s e  o f  b u s in es s  on 
th e  3 1 s t  day o f  December.

(c )  An a g en t o r  b ro k e r  s h a l l  f i l e  th e  a n n u a l f e e  s e t  under  
AS 2 .1 .0 6 .2 5 0  on b e h a l f  o f  a s o l i c i t o r  employed by th e  a g e n t  o r b r o k e r .

(d )  I f  payment o f  th e  an n u a l l i c e n s e  f e e  i s  n o t  r e c e iv e d  by th e  
d i r e c t o r  b e fo r e  th e  due d a te  as r e q u i r e d  u n d er t h i s  s e c t io n ,  th e  
l i c e n s e e  s h a l l  pay to  th e  d i r e c t o r  and th e  d i r e c t o r  s h a l l  c o l l e c t ,  i n  
a d d i t i o n  to  th e  r e g u l a r  f e e ,  a s u rc h a rg e  as e s t a b l is h e d  by r e g u l a t i o n  
under AS 2 1 .0 6 .2 5 0 .  T h is  s u b s e c t io n  may n o t  be c o n s id e re d  to  exempt a 
p erso n  from  a p e n a l ty  p ro v id e d  by la w  f o r  t r a n s a c t i n g  b u s in es s  w i t h o u t  
a v a l i d  l i c e n s e .

*  Sec. 23 . AS 2 1 .2 7 . 3 9 0 ( a )  is  amended to  re a d :
(a )  The d i r e c t o r  may adopt r e g u l a t i o n s  r e g a r d in g  th e  issu an ce  o f
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an a g en t o r  b ro k e r  tem p o rary  l ic e n s e  to
(1 )  th e  s u r v iv in g  spouse o r  n e x t  o f  k i n  o r  to  th e  a d m in is ­

t r a t o r  o r  e x e c u to r  o f  a deceased l ic e n s e d  a g en t o r  b ro k e r ;
(2 )  th e  spouse, n e x t  o f  k i n ,  em ployee, o r  l e g a l  g u a rd ia n  o f

a l ic e n s e d  ag en t o r  b ro k e r  who is  d is a b le d  because o f  s ic k n e s s ,  in s a n ­
i t y ,  o r  i n j u r y ;

(3 )  a s u r v iv in g  member^ [OF A FIRM OR SURVIVING] o f f i c e r ^
o r  employee o f  a f i r m  [CORPORATION] l i c e n s e d  as a g en t o r  b ro k e r^  upon
th e  d e a th  o f  th e  p r i n c i p a l  o r  manager o f  th e  f i r m  h o ld in g  th e  same 
l ic e n s e s  as th e  f i r m  [AN INDIVIDUAL DESIGNATED IN  THE FIRM OR CORPO­
RATION'S LICENSE TO EXERCISE POWERS THEREUNDER]; |

(4 )  th e  d es ig n e e  o f  a l ic e n s e d  ag en t who e n te rs  a c t i v e
1s e r v ic e  i n  th e  armed fo rc e s  o f  th e  U n i te d  S t a t e s ;

(5 )  a p erso n  p r e p a r in g  f o r  e x a m in a t io n  f o r  perm anent l i ­
cense u n d er th e  s u p e r v is io n  o f  an a u th o r iz e d  in s u r e r .

* Sec. 24 . AS 2 1 .2 7 .4 1 0 ( a )  i s  amended to  re a d :  j
(a )  The d i r e c t o r  may r e fu s e  to  is s u e  a l i c e n s e  o r  may suspend or

[ , ]  re v o k e  [ ,  OR R.EFUSE TO RENEW] a l i c e n s e  is s u e d  under t h i s  c h a p te r
o r  a s u rp lu s  l i n e  b ro k e r  l i c e n s e , o r  may r e fu s e  to  renew a s u rp lu s
l i n e  b ro k e r  l i c e n s e ,  f o r  a cause s p e c i f i e d  i n  a n o th e r  [ANY OTHER]
p r o v is io n  o f  t h i s  t i t l e ,  o r  f o r  any o f  th e  f o l lo w i n g  causes:

(1 )  f o r  a [ANY] cause f o r  w h ich  is s u a n c e  o f  th e  l i c e n s e  
c o u ld  have been r e fu s e d  had i t  th e n  e x is t e d  and been know, to  the j
d i r e c t o r ;

(2 )  i f  th e  l ic e n s e e  o r  a p p l i c a n t  w i l f u l l y  v i o l a t e s  o r  
k n o w in g ly  p a r t i c i p a t e s  in  th e  v i o l a t i o n  o f  a p r o v is io n  o f  t h i s  t i t l e ;

.!
(3 )  i f  th e  l ic e n s e e  or a p p l i c a n t  has o b ta in e d  o r  a t te m p te d  

to  o b t a in  th e  l i c e n s e  th ro u g h  w i l f u l  m is r e p r e s e n t a t io n  o r  f r a u d ,  o r  
has f a i l e d  to  pass an [ANY] e x a m in a t io n  r e q u i r e d  u nd er t h i s  c h a p te r ;
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( 4 )  i f  th e  l ic e n s e e  o r  a p p l ic a n t  has m is a p p ro p r ia te d  o r  
c o n v e r te d  to  p e rs o n a l  use o r  has i l l e g a l l y  w i t h h e ld  money r e q u i r e d  to  
be h e ld  in  a f i d u c i a r y  c a p a c i ty ;

( 5 )  i f  th e  l i c e n s e e  o r  a p p l ic a n t  h a s , w i t h  i n t e n t  to  de­
c e iv e ,  m a t e r i a l l y  m is re p re s e n te d  th e  term s o r  e f f e c t  o f  an in s u ra n c e  

c o n t r a c t ;  o r  has engaged o r  i s  about to  engage i n  a f r a u d u le n t  t r a n s ­
a c t io n ;

(6 )  i f  th e  l i c e n s e e  o r  a p p l ic a n t  has been g u i l t y  o f  " t w i s t - 1
i n g , "  u nd er AS 2 1 .3 6 .0 5 0 ,  o r  o f  r e b a t i n g ,  u nd er AS 2 1 .3 6 .1 0 0 ;

I
( 7 )  i f  th e  l ic e n s e e  o r  a p p l ic a n t  has been c o n v ic te d ,  by

f i n a l  ju d g m e n t,  o f  a f e lo n y ;
( 8 )  i f  i n  th e  conduct o f  a f f a i r s  under th e  l i c e n s e ,  th e  

l i c e n s e e  e x h i b i t s  conduct c o n s id e re d  by th e  d i r e c t o r  to  r e f l e c t  incom­
p e te n c e ,  u n t r u s t w o r t h in e s s ,  o r  a source o f  i n j u r y  and lo s s  to  th e  
p u b l i c ;

(9 )  i f  th e  l ic e n s e e  o r  a p p l ic a n t  has d e a l t  w i t h ,  o r  a t ­
tem pted  to  d e a l  w i t h ,  in s u ra n c e s  o r  to  e x e r c is e  powers r e l a t i v e  to  

in s u ra n c e  o u ts id e  th e  scope o f  th e  l ic e n s e s  o f  th e  l ic e n s e e  o r  a p p l i ­
c a n t .

*  Sec. 25 . AS 2 1 .2 7 . 4 1 0 ( b )  i s  amended to  re a d :
(b )  The l i c e n s e  o f  a f i r m  [OR CORPORATION] may be suspended,

re v o k e d , o r  re fu s e d  f o r  any o f  th e  causes t h a t  [WHICH] r e l a t e  to  a 
[ANY] p e rso n  a c t in g  on b e h a l f  o f  th e  f i r m  [DESIGNATED IN  THE LICENSE i
TO EXERCISE ITS  POWERS]. j

* Sec. 26 . AS 2 1 .2 7 .4 2 0  i s  amended to  re a d :
Sec. 2 1 .2 7 . 4 2 0 .  PROCEDURE FOR SUSPENDING OR [ , ]  REVOKING [OR

REFUSING TO RENEW] A LICENSE. The d i r e c t o r  may suspend o r  [ , ]  re vo k e  
[ ,  OR REFUSE TO RENEW] a l i c e n s e

[ ( 1 )  BY ORDER GIVEN TO THE LICENSEE NOT LESS THAN 15 DAYS
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BEFORE THE EFFECTIVE DATE OF THE LICENSE, SUBJECT TO THE RIGHT OF THE 
LICENSEE TO HAVE A HEARING AS PROVIDED IN AS 2 1 . 0 6 . 1 8 0 ( b ) ;  PENDING A j 
HEARING THE LICENSE SHALL BE SUSPENDED; OP.

( 2 ) ]  by an o r d e r  on h e a r i n g  made as p r o v id e d  i n  AS 2 1 , 0 6 . -  
220 e f f e c t i v e  10 days a f t e r  the da te  o f  the  g i v i n g  o f  the o r d e r ,  
s u b j e c t  t o  the  r i g h t  o f  the l i c e n s e e  t o  appea l  t o  th e  s u p e r i o r  c o u r t  
as p r o v id e d  i n  AS 2 1 . 0 6 . 2 3 0 .

* Sec. 27 .  AS 2 1 . 2 7 . 4 4 0  i s  amended t o  r e a d :
Sec. 2 1 . 2 7 . 4 4 0 .  C IV IL  PENALTIES MAY BE IMPOSED. A f t e r  h e a r in g  i

i

and i n  a d d i t i o n  t o  o r  i n  l i e u  o f  the  su spen s ion  o r  [ , ]  r e v o c a t i o n  o f
[ ,  O R  R E F U S A L  T O  R E N E W ]  a l i c e n s e ,  th e  d i r e c t o r  may l e v y  a c i v i l
p e n a l t y  upon the  l i c e n s e e  n o t  t o  exceed $ 2 , 5 0 0 .  The o r d e r  l e v y in g  the  
c i v i l  p e n a l t y  must [ S H A L L ]  s p e c i f y  the  p e r i o d  w i t h i n  which the  c i v i l  
p e n a l t y  s h a l l  be f u l l y  p a i d . The [ ,  W H I C H ]  p e r i o d  may n o t  be l e s s  
than 15 o r  more than 30 days a f t e r  [FROM] th e  da te  o f  the o r d e r .  Upon 
f a i l u r e  to  pay the  c i v i l  p e n a l t y  when due, the  d i r e c t o r  s h a l l  r e v oke  
the l i c e n s e s  o f  the  l i c e n s e e  i f  n o t  a l r e a d y  re v o k ed .  A [THE] c i v i l  
p e n a l t y  c o l l e c t e d  [ S H A L L  B E  P A I D ]  by the  d i r e c t o r  s h a l l  be p a id  to  the 
commiss ioner o f  revenue  f o r  d e p o s i t  i n  th e  g e n e r a l  fund .

* Sec. 28 .  AS 2 1 . 2 7 . 4 5 0  i s  amended t o  r e a d :
Sec. 2 1 . 2 7 . 4 5 0 .  FINE IN LIEU OF ACTION AGAINST THE LICENSE. j

Upon the  h e a r in g  o f  an appea l  f rom an o r d e r  suspend ing o r  [ , ]  r e v o k in g  j
:

[ ,  OR REFUSING TO RENEW] a l i c e n s e  i s s u e d  unde r  t h i s  c h a p t e r ,  the
c o u r t ,  i f  i t  f i n d s  t h a t  the l i c e n s e e  i s  g u i l t y  o f  v i o l a t i o n  o f  the law

|and i f  i t  c o n s id e r s  the  suspens ion  o r  [ , ]  r e v o c a t i o n  [ ,  OR REFUSAL TO 
RENEW THE LICENSE] to o  s e v e re  a p e n a l t y  unde r the  f a c t s  as found ,  may 
i n s t e a d  impose a f i n e  o f  n o t  more than  $ 2 , 5 0 0 .  Payment o f  the  f i n e  
w i t h in  10 days a f t e r  i t s  im p o s i t i o n  r e i n s t a t e s  o r  r e s t o r e s  [SHALL 
REINSTATE, RESTORE, OR RENEW] the l i c e n s e .
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*  Sec. 29 . AS 2 1 .2 7 . 4 6 0 ( a )  i s  amended to  re a d :
(a )  Each l i c e n s e  is s u e d  u nd er t h i s  c h a p te r ,  a lth o u g h  iss u e d  and 

d e l i v e r e d  to  th e  l ic e n s e e  a g e n t ,  b r o k e r ,  s o l i c i t o r ^  o r a d j u s t e r ,  i s  
th e  p r o p e r t y  o f  th e  s t a t e .  Upon th e  [EXPIRATION,] t e r m in a t io n ,  sus­
p e n s io n ^  o r  r e v o c a t io n  o f  th e  l i c e n s e ,  th e  l ic e n s e e  or o th e r  person  
h a v in g  p o s s e s s io n  o r  cu s tod y  o f  th e  l i c e n s e  s h a l l  im m e d ia te ly  d e l i v e r  
i t  to  th e  d i r e c t o r  e i t h e r  by p e rs o n a l  d e l i v e r y  o r  by m a i l .

*  Sec. 3 0 . AS 2 1 .3 4 . 0 4 0 ( c )  i s  amended to  re a d :
(c )  A n o n a d m it te d  in s u r e r  may be e l i g i b l e  to  p ro v id e  coverage i n  

t h i s  s t a t e  i f  i t  q u a l i f i e s  under one o f  th e  f o l lo w in g :
( 1 )  a f o r e i g n  b u t  n o n a l ie n  i n s u r e r  may q u a l i f y  under t h i s

s u b s e c t io n  i f  i t  has a minimum c a p i t a l  and s u rp lu s  eq u a l to  t h a t
r e q u i r e d  i n  i t s  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 ,5 0 0 ,0 0 0  on Septem­
b e r  18, 19 84 , [AMD] $ 2 ,5 0 0 ,0 0 0  on June 20, 1985, [AND] $ 3 ,5 0 0 ,0 0 0  [ , ]  
on June 20 , 1986 , and $ 5 ,0 0 0 ,0 0 0  on June 20 , 1987, w h ic h e v e r  i s  g r e a t ­
e r ;

(2 )  an a l i e n  in s u r e r  may q u a l i f y  u nd er t h i s  s u b s e c t io n  i f  
i t  meets th e  minimum c a p i t a l  and s u rp lu s  re q u ire m e n ts  in  (1 )  o f  t h i s  
s u b s e c t io n  and m a in ta in s  i n  th e  U n i te d  S ta te s  an i r r e v o c a b le  t r u s t  
fund  i n  e i t h e r  a n a t i o n a l  bank o r  a member o f  th e  F e d e ra l  R eserve  
system , i n  an amount n o t  le s s  th an  $1 ,5 0 0 ,0 0 0  [THAT REQUIRED AS M IN I ­
MUM CAPITAL AND SURPLUS IN  (1 )  OF THIS SUBSECTION], f o r  th e  p r o t e c t io n  
o f  a l l  i t s  p o l i c y h o ld e r s  i n  th e  U n i te d  S t a t e s ;  th e  t r u s t  fund must 
[SHALL] c o n s is t  o f  in s tru m e n ts  o f  s u b s t a n t i a l l y  th e  same c h a r a c te r  and 

q u a l i t y  as th o se  t h a t  a re  e l i g i b l e  in v e s tm e n ts  f o r  th e  c a p i t a l  and 
s t a t u t o r y  r e s e rv e s  o f  a d m it te d  in s u r e r s  a u th o r iz e d  to  w r i t e  l i k e  k in d s  
o f  in s u ra n c e  in  t h i s  s t a t e  o r  o f  i r r e v o c a b l e  l e t t e r s  o f  c r e d i t ;  th e  
t r u s t  fund  must [FUNDS SHALL] have an e x p i r y  d a te  t h a t  a t  no t im e  is  
le s s  th an  f i v e  y e a rs ;
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(3 )  a L lo y d 's  o r  o th e r  s i m i l a r  u n in c o rp o r a te d  group o f  
a l i e n  i n d i v i d u a l  in s u r e r s  may q u a l i f y  i f  i t  m a in ta in s  a t r u s t  fund o f  
n o t  le s s  th a n  $ 5 0 ,0 0 0 ,0 0 0  as s e c u r i t y  to  th e  f u l l  amount, f o r  a l l  

p o l ic y h o ld e r s  and c r e d i t o r s  in  th e  U n i te d  S t a t e s ,  o f  each member o f  
th e  g ro u p ;

(4 )  an " in s u ra n c e  exchange" c r e a te d  by th e  laws o f  i n d i ­
v i d u a l  s t a t e s  may q u a l i f y  i f  i t  m a in ta in s  c a p i t a l  and s u rp lu s ,  o r  th e  

s u b s t a n t i a l  e q u iv a l e n t ,  o f  n o t  le s s  th an  $ 1 5 ,0 0 0 ,0 0 0  in  th e  a g g re g a te ;  
i n  th e  e v e n t  th e  in s u ra n c e  exchange does n o t  m a in ta in  funds f o r  th e  
p r o t e c t i o n  o f  a l l  i t s  p o l ic y h o ld e r s ,  each i n d i v i d u a l  s y n d ic a te  s h a l l  
m eet th e  minimum c a p i t a l  and s u rp lu s  re q u ire m e n ts  o f  (1 )  o f  t h i s  
s u b s e c t io n .
Sec. 3 1 .  AS 2 1 .3 6 . 2 1 0 ( a )  i s  amended to  re a d :

(a )  An i n s u r e r  may n o t  e x e r c is e  i t s  r i g h t  to  c a n c e l  a p o l i c y  o f  
p e rs o n a l  [AN] a u to m o b ile  in s u ra n c e  [POLICY] ex c e p t f o r  th e  f o l lo w in g  
r e a s o n s :

(1 )  nonpayment o f  premium; o r
(2 )  th e  d r i v e r ' s  l i c e n s e  o r  m otor v e h i c l e  r e g i s t r a t i o n  o f  

e i t h e r  th e  named in s u re d  o r  o f  an o p e r a to r  who r e s id e s  in  th e  same
h o u seh o ld  as th e  named in s u re d  o r  who c u s to m a r i ly  o p e ra te s  a m otor
v e h i c l e  in s u re d  under th e  p o l i c y  has been under suspension  o r re v o c a ­
t i o n  d u r in g  th e  p o l i c y  p e r io d  o r ,  i f  the  p o l i c y  i s  a re n e w a l ,  d u r in g  
i t s  p o l i c y  p e r io d  o r  th e  180 days im m e d ia te ly  p re c e d in g  i t s  e f f e c t i v e  
d a t e .

*  Sec. 32 . AS 2 1 .3 6 .2 1 0 ( d )  is  amended to  re a d :
(d )  T h is  s e c t io n  does n o t  a p p ly  to

(1 )  th e  f a i l u r e  to  renew a p o l i c y ,  ex c e p t as to  coverage i n
fo r c e  f o r  le s s  th a n  12 monthsj_

(2 )  a p o l i c y  t h a t  has been in  e f f e c t  le s s  than  60 davs a t  
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the time 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 led  o r  d e l i v e r e d  by the i n s u r e r ,
u n le s s  i t  i s  a renewa l p o l i c y ;

( 3 ) a p o l i c y  i s su ed  under an au tom ob i le  a s s igned  r i s k  p la n
o r  au tomob i le in su ran ce  p l a n ;

( 4 ) a p o l i c y  i n s u r i n g  more than f o u r  moto r  v e h i c l e s ;
( 5 ) a p o l i c y  c o v e r in g  the o p e r a t i o n  o f  a ga rage ;  au tomob i le

s a l e s  agency , r e p a i r  shop, o r  s e r v i c e  s t a t i o n ;  o r  p u b l i c  p a rk ing
p l a c e ;

( 6 ) a p o l i c y  p r o v i d i n g  in su rance  o n l y  on an excess  b a s i s ;
( 7 ) any o t h e r  c o n t r a c t  p r o v i d i n g  in su ran ce  t o  the  named

in su re d ,  even though the  c o n t r a c t  may i n c i d e n t a l l y  p r o v id e  in su ran ce
w i th  r e s p e c t  t o  moto r v e h i c l e s .
Sec. 33 .  AS 2 1 . 3 6 . 2 1 0 ( f )  i s  amended to  r e a d :

( f )  An [NOTWITHSTANDING (e )  OF THIS SECTION, AN] i n s u r e r  may no t
e x e r c i s e  i t s  r i g h t  t o  c an ce l  a p o l i c y  o f  p e r s o n a l  in su ran ce  o t h e r  than 
p e r s o n a l  au tomob i le  in su ra n c e ,  except: f o r  th e  f o l l o w i n g  re a son s  [THE 
TYPE DESCRIBED IN ( e )  OF THIS SECTION IF  ONE OF THE FOLLOWING CON-

i

DITIONS OR CIRCUMSTANCES ARISES] :
( 1 )  nonpayment o f  premiums, i n c l u d i n g  nonpayment o f  a d d i ­

t i o n a l  premiums, c a l c u l a t e d  in  accordance w i th  the  c u r r e n t  r a t i n g
manual o f  the  i n s u r e r ,  j u s t i f i e d  by a p h y s i c a l  change i n  the in su red  
p r o p e r t y  o r  a change in  i t s  occupancy o r  u se ;

,( 2 )  c o n v i c t i o n  o f  the  in su red  o f  a cr ime hav ing  as one o f  1
Ii t s  n e c e s s a ry  e lements  an ac t  i n c r e a s in g  a h a z a rd  i n su re d  a g a in 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  made 1
by the i n su r e d  o r  a r e p r e s e n t a t i v e  o f  the i n su r e d  i n  o b t a i n i n g  the 
in su rance  o r  by the  i n su re d  i n  pu rsu ing  a c l a im  under the p o l i c y ;

( 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  ac t  o r  om is s ion  by the 
in su re d  th a t  s u b s t a n t i a l l y  in c r e a s e s  the h a za rd s  i n su re d  a g a i n s t ;  o r
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( 5 )  p h y s i c a l  changes i n  the in su re d  p r o p e r t y  t h a t  r e s u l t  i n  
the  p r o p e r t y  becoming u n in s u r a b le .

*  Gee. 34 .  AS 2 1 . 3 6  i s  amended by adding a new s e c t i o n  to  r e a d :
Sec. 2 1 . 3 6 . 2 1 5 .  LIMITS ON THE CANCELLATION OF BUSINESS OR COM-[I

MERCIAL INSURANCE POLICIES. ( a )  Except as a l l ow ed  by the  d i r e c t o r
it under (b )  o f  t h i s  s e c t i o n ,  an i n s u r e r  may e x e r c i s e  i t s  r i g h t  t o  c an ce l  

a p o l i c y  o f  b u s in e s s  o r  commerc ia l  in su ran ce  o n l y  f o r  the  f o l l o w i n g
ii r e a s o n s :

( 1 )  nonpayment o f  premiums, i n c lu d in g  nonpavment o f  a d d i -
|i

t i o n a l  premiums, c a l c u l a t e d  i n  accordance w i th  the  c u r r e n t  r a t i n g  
manual o f  the i n s u r e r ,  j u s t i f i e d  by a p h y s i c a l  change i n  the i n s u r e d

jl
p r o p e r t y  o r  a change in  i t s  occupancy o r  u se ;

( 2 )  c o n v i c t i o n  o f  the in su r e d  o f  a c r ime hav ing  as one o f
i t s  neces sa ry  e lemen ts  an ac t  i n c r e a s i n g  a h a za rd  i n su re d  a g a in s t ;

i |  |

' 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  made 
by the  in su red  o r  a r e p r e s e n t a t i v e  o f  the i n su re d  i n  o b t a i n i n g  the 
in su rance  o r  by the  i n su re d  i n  pu rsu ing  a c la im  under the p o l i c y ;

( 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  om is s ion  by the 
i n su re d  th a t  s u b s t a n t i a l l y  in c r e a s e s  the  haza rd s  in su r e d  a g a in s t ;

( 5 )  p h y s i c a l  changes in  the i n su r e d  p r o p e r t y  t h a t  r e s u l t  in  
the  p r o p e r t y  becoming u n in s u r a b l e ;

( 6 )  p h y s i c a l  changes i n  the o p e r a t i o n s  o f  the i n su re d  t h a t  
r e s u l t  i n  the p r o p e r t y  becoming u n in s u r a b l e ;

'■ I
( 7 )  changes i n  the  r e i n s u r a n c e  p rogram o f  the i n s u r e r  t h a t

r e s u l t s  in  an in c r e a s e  o f  the  i n s u r e r ' s  r e t e n t i o n  o f  r i s k  on a s u b j e c t
o f  i n su ran ce ;

( 8 )  changes i n  the  f i n a n c i a l  c o n d i t i o n  o f  the  i n s u r e r  
r e s u l t i n g  i n  a v i o l a t i o n  o f  AS 2 1 . 1 2 . 0 1 0 ;

( 9 )  a m a t e r i a l  change i n  the  law th a t  a f f e c t s  the  cove rage  
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ij p ro v id e d  under th e  p o l i c y ;  o r
2 (1 0 )  an e x c e s s iv e  number o f  c la im s  by th e  in s u re d .
3; (b )  B e fo re  is s u in g  a n o t i c e  o f  c a n c e l l a t i o n ,  an in s u r e r  may
4'! re q u e s t  th e  d i r e c t o r  to  d e te rm in e  i n  a p a r t i c u l a r  case w h e th e r  a
5' re 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 io n  i s  a
5 v a l i d  re aso n  f o r  c a n c e l l a t i o n .  The d i r e c t o r  may a l lo w  th e  i n s u r e r  to
7 e x e r c is e  i t s  r i g h t  to  c a n c e l  i f  th e  d i r e c t o r  f in d s  t h a t  th e  c a n c e l l a -
1 t i o n  i s  j u s t i f i e d .  The in s u r e r  may n o t  im plem ent th e  re q u e s te d  c a n -
9 c e l l a t i o n  b e fo re  r e c e i v i n g  th e  a p p ro v a l  o f  th e  d i r e c t o r .

'o *  Sec. 3 5 . AS 2 1 .3 6 .2 2 0  i s  amended to  re a d :
ii Sec. 2 1 .3 6 .2 2 0 .  NOTICE OF CANCELLATION. An in s u r e r  may n o t
'2 e x e r c is e  i t s  r i g h t  to  c a n c e l  a p e rs o n a l  in s u ra n c e  p o l i c y  u n le s s  a
' 3  w r i t t e n  n o t ic e  o f  c a n c e l l a t i o n  i s  m a i le d  o r  d e l i v e r e d  to  che named

in s u r e d ,  a t  th e  address  shown i n  th e  p o l i c y ,  a t  l e a s t  6£ [2 0 ]  days 
i5 b e fo r e  the  e f f e c t i v e  d a te  o f  c a n c e l l a t i o n . However, i f  [ ,  EXCEPT THAT
is WHEN] c a n c e l l a t io n  is  f o r  nonpayment o f  premium^ th e  n o t ic e  s h a l l  be

m a i le d  o r  d e l iv e r e d  to  th e  named in s u re d  a t  the  address  shown i n  th e
p o l i c y  a t  l e a s t  20_ [1 0 ]  days b e fo r e  th e  e f f e c t i v e  d a te  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 re aso n  d e s c r ib e d  i n  AS 2 1 .3 6 . 2 1 0 -
( a ) ( 2 )  o r  ( f ) ( 2 )  o r  ( 3 ) ,  th e  n o t i c e  s h a l l  be m a i le d  o r  d e l i v e r e d  to
th e  named in s u re d  a t  th e  address  shown in  th e  p o l i c y  a t  l e a s t  10 days

‘:2 b e fo r e  th e  e f f e c t i v e  d a te  o f  c a n c e l l a t i o n  [AND SHALL INCLUDE OR BE
ACCOMPANIED BY A STATEMENT OF THE REASON FOR THE CANCELLATION. THIS  
SECTION DOES NOT APPLY TO THE FAILURE TO RENEW A POLICY, EXCEPT AS TO 

:o COVERAGE IN  FORCE FOR LESS THAN 12 MONTHS],
* Sec. 36 . AS 2 1 .3 6 .2 2 0  i s  amended by ad d ing  new s u b s e c t io n s  to  re a d :

(b )  An in s u r e r  may n o t  e x e r c is e  i t s  r i g h t  to  c a n c e l  a p o l i c y  o f  
b u s in es s  o r  com m ercial in s u ra n c e  u n le s s  a w r i t t e n  n o t ic e  o f  c a n c e l l a ­
t i o n  is  m a i le d  o r d e l i v e r e d  to  th e  named in s u re d ,  a t  th e  ad d ress  shown
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i :  i n  th e  p o l i c y ,  and to  th e  ag en t o r  b r o k e r  o f  r e c o r d ,  a t  l e a s t  60 days
2 b e fo r e  th e  e f f e c t i v e  d a te  o f  c a n c e l l a t i o n .  However, i f  c a n c e l l a t i o n

II3 ij i s  f o r  nonpayment o f  premium, th e  n o t i c e  s h a l l  be m a i le d  o r  d e l i v e r e d
4,1 to  th e  named in s u re d  a t  th e  address  shown i n  th e  p o l i c y  and to  th e
51! a g en t o r  b ro k e r  o f  re c o rd  a t  l e a s t  20 days b e fo r e  th e  e f f e c t i v e  d a te
5 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  is  f o r  a re aso n  d e s c r ib e d  i n[i

l|7i; AS 2 1 . 3 6 . 2 1 5 ( a ) ( 2 )  o r  ( 3 ) ,  th e  n o t i c e  s h a l l  be m a i le d  o r  d e l i v e r e d  to
1 th e  named in s u re d  a t  th e  address shown i n  th e  p o l i c y  and to  th e  a g e n t
9 o r  b ro k e r  o f  re c o rd  a t  l e a s t  10 days b e fo r e  th e  e f f e c t i v e  d a te  o f;!

10 c a n c e l l a t i o n .
11 (c )  I f  an in s u r e r  ca n c e ls  a p o l i c y  u n d er (b )  o f  t h i s  s e c t io n ,  i t

i
12 s h a l l  r e t u r n  o r  c r e d i t  any unearned  premium to  th e  ag en t o r  b ro k e r  o f
’3 re c o r d  o r  d i r e c t l y  to  th e  in s u re d  o r  premium f in a n c e  company, i f
14 a p p l i c a b l e ,  b e fo r e  th e  e f f e c t i v e  d a te  o f  c a n c e l l a t i o n ,  e x c e p t  t h a t
*5 !• (1 )  i f  c a n c e l l a t i o n  is  f o r  nonpayment o f  oremium, any

i1

16 u nearned  premium s h a l l  be r e tu r n e d  o r  c r e d i t e d  w i t h i n  45 days a f t e r‘I
17 th e  n o t ic e  o f  c a n c e l l a t i o n  i s  g iv e n ;
13 • (2 )  i f  th e  p o l i c y  i s  c a n c e l le d  f o r  o th e r  th a n  nonpayment o f

premium and i s  s u b je c t  to  a u d i t ,  th e  i n s u r e r  s h a l l  p e r fo rm  o r  w a iv e  
th e  a u d i t  b e fo r e  th e  e f f e c t i v e  d a te  o f  th e  c a n c e l l a t i o n  and r e t u r n  o r  
c r e d i t  any e s t im a te d  unearned  premium b e fo r e  th e  e f f e c t i v e  d a te  o f  
c a n c e l l a t i o n .

(d )  An in s u r e r  who m a i ls  a n o t ic 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 er  
t h i s  s e c t io n  s h a l l  m a i l  th e  n o t ic e  by c e r t i f i e d  m a i l  and 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  in d ic a t e s  th e  n o t ic e  has been d e l i v e r e d .  I f  a 
n o t ic e  o f  c a n c e l l a t io n  is  r e tu r n e d  u n d e l iv e r e d  to  th e  i n s u r e r ,  th e  
i n s u r e r  s h a l l  make an a d d i t i o n a l  good f a i t h  e f f o r t  to  c o n ta c t  th e  
in s u re d .

(e )  The d i  - is io n  may r e q u i r e  an in s u r e r  to  p e r fo rm  an a u d i t  t h a t  
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the i n s u r e r  has e l e c t e d  to  wa ive  under ( 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 su ra n c e  r e q u i r e d  t o  be  g iven  

under t h i s  s e c t i o n  must i n c lu d e  o r  be accompanied by a s t a t em en t  o f  
the  re a s o n  f o r  th e  c a n c e l l a t i o n .

*  Sec. 3 7 .  AS 2 1 . 3 6 . 2 4 0  i s  amended to  r e a d :
Sec. 2 1 . 3 6 . 2 4 0 .  FAILURE TO RENEW. An i n s u r e r  may n o t  f a i l  t o

renew a p e r s o n a l  in su rance  p o l i c y  i n  f c r c e  f o r  l e s s  than 12 months . 
An i n s u r e r  may n o t  f a i l  to  renew a p o l i c y  [ IN  FORCE FOR 12 MONTHS OR
MORE] u n le s s  a w r i t t e n  n o t i c e  o f  non renewa l i s  m a i le d  o r  d e l i v e r e d  t o
the  named in s u r e d ,  a t  the add re ss  shown i n  the p o l i c y ,  a t  l e a s t  20 
days f o r  a p e r s o n a l  in su rance  p o l i c y ,  and a t  l e a s t  45 days f o r  a 
b u s in e s s  o r  commerc ia l  in su ran ce  p o l i c y ,  b e f o r e  the  e x p i r a t i o n  d a te  o f  
the p o l i c y  [ ,  ] o r  o f  the a n n i v e r s a r y  da te  o f  a p o l i c y  w r i t t e n  f o r  a 
te rm lo n g e r  than  one yea r  o r  w i th  no f i x e d  e x p i r a t i o n  d a t e .  Th is  
s e c t i o n  does n o t  app ly

( 1 )  i f  the i n s u r e r  has i n  good f a i t h  m an i fe s ted  i n  any way 
i t s  w i l l i n g n e s s  t o  renew;

( 2 )  i n  case o f  nonpayment o f  premium f o r  the e x p i r i n g
p o l i c y ;  o r

( 3 )  i f  the  in su red  f a i l s  to  pay the  premium as r e q u i r e d  by 
the  i n s u r e r  f o r  renewa l .

* Sec. 38 .  AS 2 1 . 3 6 . 2 5 0  i s  amended to  r e a d :
Sec. 2 1 . 3 6 . 2 5 0 .  NOTICE OF EL IG IB IL ITY .  When a p o l i c y  o f  automo­

b i l e  l i a b i l i t y  in su rance  i s  c a n c e l l e d ,  o t h e r  than f o r  nonpayment o f  
premium, o r  i s  n o t  renewed i n  acco rdance w i th  [FOR FAILURE TO RENEW A 
POLICY OF AUTOMOBILE L IABIL ITY INSURANCE TO WHICH] AS 2 1 . 3 6 . 2 4 0  [AP­
P L IE S ] ,  the  i n s u r e r  s h a l l  n o t i f y  the named i n s u re 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  au tomob i le  in su rance  th rough  the au tomob i le  a s s ig n ed  r i s k  
p l a n ,  o r  au tomob i le  in su rance  p l a n .  The n o t i f i c a t i o n  must [SHALL]
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accompany o r  be in c lu d e d  in  th e  n o t i c e  o f  c a n c e l l a t i o n  o r  n on ren ew a l 
r e q u i r e d  by AS 2 1 .3 6 .2 2 0  [AS 2 1 .3 6 . 2 3 0 ]  and 2 1 .3 6 .2 4 0 .

* S e c .  39 . AS 2 1 .3 6  i s  amended by a d d in g  a new s e c t io n  to  read:
Sec. 21 . 3 6 . 2 5 5 .  PREMIUM REFUND. (a )  I f  an in s u ra 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  re s c in d e d  b y  th e  i n s u r e r  o r  th e  in s u re d , th e  

i n s u r e r  s h a l l  r e fu n d  th e  unearned premium p a id  to  th e  in s u re d . The 
i n s u r e r  may n o t  p r o v id e  a p e n a l ty  f o r  m id te rm  c a n c e l l a t i o n  o f a p o l i c y  
by th e  in s u re d  o r  by th e  in s u r e r  and  th e  premium charged may n o t  be 
m ore th a n  t h a t  p ro v id e d  by the r a t i n g  p la n  o f  th e  in s u r e r  f o r  t h a t  
c o v e r a g e .

(b )  N o tw i th s ta n d in g  (a ) o f  t h i s  s e c t io n ,  i f  th e  in s u re r  c l e a r l y  
i n d i c a t e s  one o r  more o f  the f o l l o w i n g  f e a t u r e s  i n  th e  p o l i c y ,  an 

i n s u r e r  may is s u e  a p o l i c y
(1 )  whose premium i s  e a rn e d  a t  a v a r y in g  r a t e  due to  

s e a s o n a l i t y  o f  expo su re ;
(2 )  t h a t  c o n ta in s  a minimum earn ed  premium; or
(3 )  w i t h  a f l u c t u a t i n g  prem ium  b ase .

*  S ec . 40 . AS 2 1 .3 6 .3 1 0  is  amended t o  re a d :
Sec. 2 1 .3 6 .3 1 0 .  DEFINITIONS. I n  AS 2 1 .3 6 .2 1 0  -  2 1 .3 6 .3 1 0

(1 )  "b u s in e ss  or c o m m e rc ia l  in s u ra n c e "  means in s u ra n c e  
o t h e r  th a n  p e rs o n a l  in s u ra n c e , l i f e  in s u ra n c e ,  d i s a b i l i t y  in s u ra n c e ,  
f i d e l i t y  and s u r e t y  in s u ra n c e ,  t i t l e  in s u ra n c e ,  w et m arin e  and t r a n s ­
p o r t a t i o n  in s u ra n c e  as d e f in e d  i n  AS 2 1 .3 4 .9 0 0 ,  o r  an a n n u ity  c o n ­
t r a c t  ;

(2 )  "nonpayment o f  p rem ium " means f a i l u r e  o f  the named 
in s u r e d  to  d is c h a rg e  when due any o b l i g a t i o n s  o f  th e  named i lsured  i n  
c o n n e c t io n  w i t h  th e  payment o f  prem ium  on a p o l i c y ,  o r  any in s t a l l m e n t  
o f  t h e  premium, w h e th e r  th e  premium i s  p a y a b le  d i r e c t l y  to  the i n s u r e r  
o r i t s  a g en t o r  i n d i r e c t l y  under a n y  premium f in a n c e  p la n  o r e x te n s io n

CSHB 4 6 (L&C) - 2 2 -



(3 )  " p e rs o n a l  au to m o bile  in s u ra n c e "  means in su ran ce  n o t  
r e l a t e d  to  b u s in es s  o r  commercial a c t i v i t i e s ,  c o v e r in g  [ ( 2 )  "POLICY" 

MEANS AN INSURANCE POLICY COVERING THE RISKS AND EXPOSURES LISTED I N  
AS 2 1 . 3 6 . 2 1 0 ( e )  OR AN AUTOMOBILE POLICY THAT INCLUDES] a u to m o b ile
l i a b i l i t y ,  u n in s u re d  o r  u n d e r in s u re d  m o to r is ts  [COVERAGE, UNINSURED 
MOTORIST COVERAGE], a u to m o b ile  m e d ic a l  payments [COVERAGE], or automo­
b i l e  p h y s i c a l  damage [COVERAGE], t h a t  i s  d e l i v e r e d  or issued f o r  
d e l i v e r y  in  t h i s  s t a t e  [INSURING AS THE NAMED INSURED, ONE INDIVIDUAL  
OR HUSBAND AND WIFE RESIDENT OF THE SAME HOUSEHOLD], and under w h ich  

the  in s u r e d  v e h ic le s  a re  o f  the  f o l lo w i n g  typ es  o n ly :
(A) a m otor v e h ic le  o f  th e  p r i v a t e  passenger or s t a ­

t i o n  wagon ty p e  t h a t  i s  not u sed  as a p u b l ic  o r  l i v e r y  convey­
a n c e ,  n o r  r e n t e d  to  o th e rs ;  o r

(B) any o th e r  fo u r -w h e e l  m otor v e h i c l e  w i t h  a lo a d
c a p a c i t y  o f  1 ,5 0 0  pounds or le s s  t h a t  i s  n o t  used i n  the  occupa­
t i o n ,  p r o fe s s io n ^  o r  business o f  th e  in s u re d ,  n o r  used as a 
p u b l i c  o r  l i v e r y  conveyance^ n o r  r e n te d  to  o th e r s ;

(A) " p e rs o n a l  in su ran ce"
(A) means p e rs o n a l a u to m o b i le  in s u ra n c e ,  o r  in s u ra n c e

c o v e r in g
( i )  lo s s  o f  o r  damage to  r e a l  p r o p e r ty  t h a t  i s  

used p re d o m in a n t ly  f o r  r e s i d e n t i a l  purposes and t h a t  does 
n o t  c o n s is t  o f  more than f o u r  d w e l l in g  u n i t s ;

( i i )  lo ss  o f  o r  damage to  p e rs o n a l  p r o p e r ty ,  
in c lu d in g  p e rs o n a l  e f f e c t s ,  household  f u r n i t u r e ,  f i x t u r e s  
and equipm ent lo c a te d  in  n o t  more than  fo u r  d w e l l in 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  persons f o r  lo s s

of credit;
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o f ,  damage t o ,  o r  i n j u r y  to  p e rs on s  o r  p r o p e r t y  i f  the  i n ­
su rance  does n o t  cove r  l i a b i l i t y  a r i s i n g  f rom  o r  i n  con -

3 * n e c t i o n  w i th  bu s in e ss  6 r  commercia l a c t i v i t i e s ;
' - -  — —

4 ; (B) does n o t  in c lu d e  an a n nu i t y  c o n t r a c t  o r  a p o l i c y
5 o f  l i f e  in su ra n c e ,  d i s a b i l i t y  in su ra n c e ,  o r  t i t l e  in su r a n c e ;
3:1 ( 5 )  [ ( 3 ) ]  " r en ew a l"  o r  "renew" means------

(A) the  is suance  and d e l i v e r y  [BY AN INSURER] o f  an 
3 in su rance  [A] p o l i c y  [REPLACING] a t  the  end o f  the  p o l i c y  p e r i o d ^
3 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 ed  and d e l i v e r e d  by the
10 same in su re r j_  [ ,  1
11 (B) the is suance  and d e l i v e r y  o f  a c e r t i f i c a t e  o r
52 n o t i c e  ex tend ing  the  term o f  a p o l i c y  beyond i t s  p o l i c y  p e r i o d  o r

i|’ 3 termj_ [ ,  ] o r
(C) the e x t e n s io n  o f  the  te rm  o f  a p o l i c y  beyond i t s  

■:3 p o l i c y  p e r i o d  o r  term under a o r o v i s i o n  f o r  e x tend ing  the  p o l i c y
16 by payment o f  a c o n t i n u a t i o n  premium.
' ! *  Sec. 41 .  AS 2 1 . 8 4 . 4 3 0 ( c )  i s  amended to  r e a d ;
•* rj i f ( c )  The d i r e c t o r  may r e f u s e  t o  i s s u e  o r  may suspend o r  r e v o k e  

[RENEW] an in su rance  a g e n t ' s  l i c e n s e  i f ,  i n  the  judgment o f  the  d i r e c -  
■’ t o r ,  the p roposed  l i c e n s e e  i s  n o t  t r u s tw o r t h y  and competent t o  a c t  as

agen t ,  o r  has g iven  cause f o r  r e v o c a t i o n  o r  suspens ion  o f  the l i c e n s e ,  
o r  has f a i l e d  to  comply w i th  a p r e r e q u i s i t e  f o r  the  i s su ance  [OR 
RENEWAL, AS THE CASE MAY BE , ]  o f  the l i c e n s e .

* Sec. 42 .  AS 2 1 . 8 8 . 0 5 0  i s  amended to  re ad ;
Sec. 2 1 . 8 8 . 0 5 0 .  POWERS AND DUTIES OF THE CORPORATION. ( a )  The 

c o r p o r a t i o n  s h a l l
( 1 )  i n  the  fo rm  approved by th e  d i r e c t o r ,  i s s u e  to  a l l  

p h y s i c i a n s , n u r s e s ,  and h o s p i t a l s  who a re  found to  be a c c ep tab le  r i s k s  
under s tanda rd s  deve loped  under ( 5 )  o f  t h i s  s u b s e c t i o n ,  and who pay 
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the premiums 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  in dem n i fy ing  p h y s ic i a n s^  
n u r s e s , and h o s p i t a l s  and t h e i r  employees who a r e  h e a l t h  ca re  p r o v i d ­
e r s  a g a in s t  l o s s  by r e a s o n  o f  l i a b i l i t y  f o r  cove red  c la im s  f o r  an a c t  
o r  om is s ion  i n  the  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 re  i n  t h i s  s t a t e ,  
and. a g re e in g  t o  te n d e r  on b e h a l f  o f  th e  p h y s i c i a n s , n u r s e s ,  and h o s ­
p i t a l s  and t h e i r  employees who a r e  h e a l t h  c a re  p r o v i d e r s  a de fen se  to  
a cove red  c la im  i n  a p roceed ing  b rough t  under AS 0 9 . 5 5 . 5 3 0  - 0 9 . 5 5 . -  
5 60 ;  the  l i m i t s  o f  l i a b i l i t y  f o r  p o l i c i e s  i s s u e d  by the  c o r p o r a t i o n  
s h a l l  be approved  by the d i r e c t o r ;  the  c o n t r a c t  s h a l l  c o ve r  the de ­
f e n s e  a g a in s t  bu t  need n o t  indemn i fy  l i a b i l i t y  f o r  p u n i t i v e  damages 
a r i s i n g  f rom  a cove red  c la im ;  a t  the  o p t i o n  o f  th e  c o r p o r a t i o n ,  i f  
approved by the  d i r e c t o r ,  and f o r  an a d d i t i o n a l  premium the c o n t r a c t  
may co ve r  c la im s  a g a in s t  the  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  
ou 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 fo rm ed  by the  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  any p e r i o d  b e f o r e  the  c o n t r a c t  i s  i s s u e d ,  excep t t h a t  
cove rage  w i l l  n o t  be p r o v id e d  f o r  a c l a im  a l r e a d y  f i l e d  o r  t h a t  [OF 
WHICH] the  p h y s i c i a n , n u r s e ,  o r  h o s p i t a l  had o r  r e a s o n a b ly  shou ld  have 
had n o t i c e  a t  the  t ime the  r e t r o a c t i v e  in su ran ce  was pu rchased ;

( 2 )  charge a premium f o r  the  p r o t e c t i o n  p ro v id ed  by the 
c o n t r a c t s  i s s u e d  by the  c o r p o r a t i o n  which s h a l l  be de te rm ined by the 
boa rd  o f  g o ve rn o r s  i n  accordance w i th  AS 2 1 . 8 8 . 0 8 0  and s u b j e c t  t o  the 
a p p r o v a l  o f  the  d i r e c t o r ;

( 3 )  comply w i th  o r  be s u b j e c t  t o  AS 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 ,  AS 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 ,  AS 2 1 . 1 2 . 0 2 0 ( b ) - ( e ) , AS 2 1 . 1 8 ,  AS 2 1 . 2 1 ,  AS 2 1 . 2 4  and 
AS 2 1 . 3 6 ;  and s h a l l  be exempt f rom  p a r t i c i p a t i o n  as a member i n s u r e r  
i n  the  A la ska  In su rance  Guaran ty  C o rp o r a t i o n ;

( 4 )  c a r r y  ou t  the o b l i g a t i o n s  o f  the  c o n t r a c t s  i s su ed  by 
the c o r p o r a t i o n  by de fend ing  a l l  cove red  c la im s  made a g a in s t  i n su r e d
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h e a l t h  c a re  p r o v id e r s  and by p a y in g  a l l  l i a b i l i t i e s  t h a t  [WHICH] a r e  
f i n a l l y  a d ju d ic a t e d  a g a in s t  th e  in s u re d  h e a l t h  c a re  p r o v id e r  o r  t h a t  
[WHICH] may i n  th e  o p in io n  o f  th e  c o r p o r a t io n  re a s o n a b ly  be e x p e c te d  
to  be f i n a l l y  a d ju d ic a t e d  a g a in s t  th e  h e a l t h  c a re  p r o v id e r  to  th e  

e x te n t  o f  th 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 tan d a rd s  f o r  th 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 in g  th e s e  s ta n d a rd s  th e  c o r p o r a t io n  may e x c lu d e  an a p p l ic a n t  
f o r  in s u ra n c e  based on i n d i v i d u a l  r i s k  s e le c t io n  f a c t o r s ,  b u t  may n o t  
e x c lu d e  an a p p l i c a n t  based o n ly  on th e  c l a s s i f i c a t i o n  o f  the  a p p l i ­
c a n t  .

(b )  The c o r p o r a t io n  may
(1 )  employ o r  r e t a i n  p e rs o n s , i n d i v i d u a l  o r  c o r p o r a t e ,  to  j 

d is c h a rg e  i t s  o b l i g a t i o n s  and pay re a s o n a b le  com pensation f o r  th es e  
s e r v ic e s ;  employees o f  th e  c o r p o r a t io n  a re  n o t  c o n s id e re d  s t a t e  em- !

i
p lo y e e s ;

.

(2 )  n e g o t ia t e  f o r  and p ro c u re  r e in s u ra n c e  from  p r i v a t e
ic a s u a l ty  in s u r e r s  o r  r e in s u r e r s  f o r  any and a l l  l i a b i l i t y  in c u r r e d  by !
i

c o n t r a c ts  is s u e d  by i t ;
(3 )  p ro v id e  co verage to  in s u re d s  f o r  o th e r  h azard s  custom­

a r i l y  in c lu d e d  i n  m e d ic a l  m a lp r a c t ic e  in s u ra n c e  p o l i c i e s  when th e r e  is  
a f i n d i n g  by th e  d i r e c t o r  t h a t  t h i s  co verag e  i s  n o t  a v a i l a b l e  to  
in s u re d s  o f  th e  M e d ic a l  In d e m n ity  C o r p o ra t io n  o f  A la s k a  in  th e  p r i v a t e  
in s u ra n c e  m a rk e t  a t  a c o m p e t i t iv e  p r i c e ;

i
(4 )  b o rro w  o r  advance funds r e c e s s a r y  to  c a r r v  o u t  th e  i!

purposes o f  th e  c o r p o r a t io n ;
(5 )  n e g o t ia t e  and become a p a r t y  to  those  c o n tr a c ts  as a r e  |

n e c e s s a ry  to  c a r r y  o u t th e  purposes o f  th e  c o r p o r a t io n ;  j
\

(6 )  sue o r  be sued i n  th e  name o f  the  c o r p o r a t io n ;
(7 )  p r o v id e  r i s k  management a d v ic e  and s e rv ic e s  to  
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h o s p i t a l s ;
(8 )  n e g o t ia t e  and become a p a r t y  to  c o n t r a c ts  f o r  manage­

ment s e r v ic e s  f o r  th e  c o r p o r a t io n ;
(9 )  p e r fo rm  a l l  o th e r  a c ts  n e c e s s a ry  and p ro p e r  to  c a r r y  

o u t th e  d u t ie s  o f  th e  c o r p o r a t io n ;
(1 0 )  i n  a fo rm  approved by th e  d i r e c t o r  and f o r  an a d d i t i o n ­

a l  premium d e te rm in e d  u nd er AS 2 1 .8 8 .0 8 0 ,  is s u e  endorsem ents w h ich  
p r o v id e  in d e m n ity  f o r  c la im s  n o t  y e t  r e p o r t e d  w h ich  a r i s e  o u t  o f  
p r o f e s s i o n a l  s e rv ic e s  re n d e re d  d u r in g  a p e r io d  o f  c o n tin u o u s  co verag e  

u n d er th e  o r i g i n a l l y  is s u e d  c o n t r a c t ,  to  p h y s ic ia n s , n u rs e s ,  and 
h o s p i t a l s  who pay th e  premium f o r  i t  and who a re  t e r m in a t in g  t h e i r  
o r i g i n a l  covered  c la im s  c o n t r a c t  w i t h  th e  c o r p o r a t io n  f o r  a p e r io d  o f

n o t  le s s  th a n  one y e a r ;
(1 1 )  s u b je c t  to  a p p ro v a l  by th e  d i r e c t o r ,  ex te n d  co verag e  j 

to  a p e rs o n , e n t i t y ,  o r  f a c i l i t y  t h a t  re n d e rs  h e a l t h  c a re  s e r v ic e s  in
Ith e  s t a t e  under th e  s u p e r v is io n  o f  a p h y s ic ia n . j

Sec. A3. AS 2 1 .9 0 .9 0 0  i s  amended to  re a d :
Sec. 2 1 .9 0 .9 0 0 .  DEFINITIONS FOR T IT L E . I n  t h i s  t i t l e ,  u n le s s  

th e  c o n te x t  r e q u i r e s  o th e r w is e ,
(1 )  " a d ju s t e r "  means a p erso n  who, f o r  com pensation  as an 

in d e p e n d e n t  c o n t r a c to r  o r  as an employee o f  an in d e p en d en t c o n t r a c t o r ,
o r  f o r  f e e  o r com mission, in v e s t ig a t e s  and a d ju s ts  c la im s  a r i s i n g
u nd er in s u ra n c e  c o n t r a c ts  on b e h a l f  o f  th e  i n s u r e r ,  b u t  does n o t
in c lu d e  an a t t o r n e y  a t  lax-/ x-/ho a d ju s ts  in s u ra n c e  lo sses  from  t im e to
tim e  i n c i d e n t a l  to  th e  p r a c t i c e  o f  law  o r  a s a l a r i e d  employee o f an
i n s u r e r ;

(2 )  " a g e n t"  means a perso n  a p p o in te d  by an i n s u r e r to
s o l i c i t  a p p l ic a t io n s  f o r  in s u ra n c e  o r  a n n u i t i e s  on i t s  b e h a l f ,  and i f
a u th o r iz e d  to  do so, to  e f f e c t u a t e  and c o u n te rs ig n  in s u ra n c e
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c o 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  in s u ra n c e  o r  a n n u i t i e s ,  and to
c o l l e c t  premiums on in s u ra n c e  o r  a n n u i t i e s ;

(3 )  " a l i e n  in s u r e r "  means an in s u r e r  formed under th e  laws 

o f  a c o u n try  o th e r  th a n  th e  U n i te d  S ta te s  o f  A m erica , i t s  s t a t e s ,  
d i s t r i c t s ,  t e r r i t o r i e s ,  and commonwealths;

(4 )  [ ( 2 ) ]  " a u t h o r iz e d  i n s u r e r "  means an i n s u r e r  a u th o r iz e d  
by a [SUBSISTING] c e r t i f i c a t e  o f  a u t h o r i t y  is s u e d  by th e  d i r e c t o r  to  
t r a n s a c t  in s u ra n c e  in  t h i s  s t a t e ;

(5 )  " b ro k e r"  means a p e rso n  who i s  n o t  an ag en t o f  th e
in s u r e r  and who, on b e h a l f  o f  th e  in s u r e d ,  f o r  com pensation as an
in d e p en d en t c o n t r a c t o r  by commission o r  f e e ,  s o l i c i t s ,  n e g o t ia t e s ,  o r  
p ro c u re s  in s u ra n c e  o r  r e in s u r a n c e  o r  th e  re n e w a l o r  c o n tin u a n c e  o f  
in s u ra n c e  o r  r e in s u r a n c e ;  o r  in  any manner a id s  in  th 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 ro c u re m e n t,  re n e w a l ,  o r  c o n tin u a n c e  o f  in s u ra n c e  or

i

r e in s u r a n c e ,  f o r  in s u re d s  o r  p r o s p e c t iv e  in s u re d s  n o t  in c lu d in g  th e  j 
b r o k e r ;

(6 )  [ ( 3 ) ]  "co m m iss io ner"  means th e  com m issioner o f  th e
D ep artm ent o f  Commerce and Economic D eve lopm ent;

(7 )  [ ( 4 ) ]  " c o u r t "  means s u p e r io r  c o u r t ;
(8 )  [ ( 5 ) ]  " d i r e c t o r "  means th e  d i r e c t o r  o f  th e  d i v i s i o n  o f

in s u ra n c e ;
(9 )  [ ( 6 ) ]  " d i v i s i o n "  means th e  d i v i s i o n  o f  in s u ra n c e ,

D epartm ent o f  Commerce and Economic D evelopm ent;
(1 0 )  [ ( 7 ) ]  "d o m es tic  i n s u r e r "  means an in s u r e r  form ed u n d er I

|
th e  laws o f  t h i s  s t a t e ;

(1 1 )  " f i r m "  means an o r g a n iz a t io n  o f  two o r  more l ic e n s e e s  
a c t in g  i n  a s s o c ia t io n  w i t h  each o t h e r ,  e i t h e r  in  a p a r t n e r s h ip ,  c o rp o ­
r a t i o n ,  o r  o th e r w is e ,  o r  an o r g a n iz a t io n  i n  w hich  a s in g le  l i c e n s e e
has le s s  th a n  50 p e rc e n t  ow nersh ip  i n t e r e s t  i n  th e  o r g a n iz a t io n ;
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( 1 2 )  [ ( 8 ) ]  " f o r e i g n  i n s u r e r "  means an i n s u r e r  fo rmed under 
the  laws o f  a j u r i s d i c t i o n  o t h e r  than t h i s  s t a t e  and in c lu d e s  an a l i e n  
i n s u r e r ;

( 1 3 )  " independen t  a d j u s t e r "  means an a d j u s t e r  r e p r e s e n t i n g  
the  i n t e r e s t s  o f  the  i n s u r e r ;

( 1 4 )  [ ( 9 ) ]  " i n d u s t r i a l  l i f e  i n s u r a n c e "  means t h a t  fo rm  o f
l i f e  i n su ra n c e  w r i t t e n  under p o l i c i e s  w i th  a f a c e  amount o f  $ 1 , 0 0 0  o r  
l e s s ,  w i th  the words " i n d u s t r i a l  p o l i c y "  im p r in te d  on the  f a c e  as p a r t  
o f  the  d e s c r i p t i v e  m a t t e r ,  and under which premiums a r e  p ayab le  month­
l y  o r  more o f t e n ;

( 1 5 )  [ ( 1 0 ) ]  " i n s u r a n c e "  means a c o n t r a c t  whereby one u nde r ­
ta k e s  t o  indemn i fy  an o th e r  o r  pay o r  p r o v i d e  a s p e c i f i e d  o r  d e te rm in ­
a b le  amount o r  b e n e f i t  upon d e te rm in ab le  c o n t i n g e n c ie s ;

( 1 6 )  [ ( 1 1 ) ]  " i n s u r e r "  i n c lu d e s  a p e r son  engaged as indemni­
t o r ,  s u r e t y ,  o r  c o n t r a c t o r  i n  the  b u s in 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 su ra n c e  o r  o f  a n nu i t y ;

( 1 7 )  [ ( 1 2 ) ]  "p e r s o n "  has the  meaning g iv en  in  AS 0 1 . 1 0 . 0 6 0
and in c lu d e s  an 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 ed ica l
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  as d e f i n e d  i n  2 1 . 8 7 ,  r e c i p r o c a l  o r
i n t e r i n s u r a n c e  exchange, s y n d i c a t e ,  and any o t h e r  l e g a l  e n t i t y  engaged
i n  the b u s in e s s  o f  t r a n s a c t i n g  in su r a n c e ,  i n c l u d i n g  ag en t s ,  b r o k e r s ,  
and c la im s  a d j u s t e r s ;

( 1 8 )  [ ( 1 3 ) ]  " p o l i c y "  means the  w r i t t e n  c o n t r a c t  o f  o r  w r i t ­
ten  agreement f o r  o r  e f f e c t i n g  in su ra n c e ,  by wha teve r  name c a l l e d ,  and
in c lu d e s  a l l  c l a u s e s ,  r i d e r s ,  endorsements and pape rs  a t t a ch ed  to  i t  
and a p a r t  o f  i t ;

( 1 9 )  [ ( 1 4 ) ]  "premium" means the  c o n s i d e r a t i o n  f o r  i n su ra n c e ,  
by wha teve r  name c a l l e d ,  and by wha teve r  method p a id  o r  c o l l e c t e d ,  
i n c lu d in g  an assessment ,  o r  membership, p o l i c y ,  s u rv e y ,  i n s p e c t i o n ,
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s e r v ic e  o r  s i m i l a r  f e e  o r  ch arg e  made i n  c o n s id e r a t io n  f o r  an i n s u r ­
ance c o n t r a c t ;

(2 0 )  " s o l i c i t o r "  means an i n d i v i d u a l  a u th o r iz e d  by an a g e n t  
o r  b ro k e r  to  s o l i c i t  a p p l ic a t io n s  f o r  in s u ra n c e  as a r e p r e s e n t a t i v e  o f
th e  a g en t o r  b r o k e r  and to  c o l l e c t  premiums in  c o n n e c tio n  w i t h  th e
in s u r a n c e ;

(2 1 )  [ ( 1 5 ) ]  " s t a t e "  means a s t a t e ,  D i s t r i c t  o f  C o lu m b ia ,
t e r r i t o r y ,  commonwealth, o r  p o s sess io n  o f  th e  U n i te d  S ta te s  o f  
A m e r ic a ;

( 2.2) [ ( 1 6 ) ]  " t r a n s a c t "  w i t h  r e s p e c t  to  in s u ra n c e  in c lu d e s
(A) s o l i c i t a t i o n  and inducem ent;
(E) p r e l i m in a r y  n e g o t ia t io 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  in s u ra n c e ;
(D) t r a n s a c t io n  o f  m a t te r s  subsequ n t  to  e f f e c t u a t i o n  

o f  th e  c o n t r a c t  o f  in s u ra n c e  and a r i s i n g  o u t  o f  i t ;
(2 3 )  [ ( 1 7 ) ]  " u n a u th o r iz e d  in s u r e r "  means an in s u r e r  n o t

a u th o r iz e d  to  t r a n s a c t  in s u ra n c e  i n  t h i s  s t a t e .
*  Sec. 4 4 . AS 2 1 .9 0  i s  amended by add ing  a new s e c t io n  to  re a d :

Sec. 2 1 .9 0 .9 1 0 .  EXCEPTIONS FROM D EFIN IT IO N S. The 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 , "  and " s o l i c i t o r "  in  AS 2 1 .9 0 .9 0 0  
do n o t  in c lu d e

(1 )  i n d i v i d u a l s  employed and used by ag en ts  f o r  th e  p e r f o r ­
mance o f  c l e r i c a l ,  s te n o g ra p h ic ,  and s i m i l a r  o f f i c e  d u t ie s ;  i n c i d e n t a l  
t a k in g  o f  an a p p l i c a t i o n  f o r  in s u ra n c e  from  t im e  to  t im e  in  th e  o f f i c e  
o f  th e  em ploy ing  a g e n t  i f  th e  em p lo y ee 's  com pensation  is  n o t  c o n t i n ­
g en t upon o r  r e l a t e d  to  th e  volume o f  a p p l i c a t i o n s ,  in s u ra n c e ,  o r
prem ium s;

(2 )  th 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  th e  
s a la 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 tu a l in s u r e r
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*  Sec. 45 . AS 2 1 .0 3 .0 3 0 ,  2 1 .0 3 .0 4 0 ,  2 1 .0 3 .0 5 0 ;  AS 2 1 .0 6 .0 4 0 ;  AS 2 1 . 2 7 . -
|i

0 4 0 ( b ) ,  2 1 .2 7 .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 ;
I AS 2 1 . 3 6 . 2 1 0 ( c ) ,  2 1 . 3 6 . 2 1 0 ( e ) ,  2 1 .3 6 .2 3 0 ,  and 2 1 .3 6 .3 0 0  a re  r e p e a le d .

*  Sec. 46 . S e c t io n s  1 -  29 and 31 -  45 o f  t h i s  A c t a p p ly  to  in s u ra n c e
I! p o l i c i e s  e n te re d  in t o  o r  renewed on o r  a f t e r  th e  e f f e c t i v e  d a te  o f  secs.
ti

1 -  29 and 31 -  45 o f  t h i s  A c t .
*  Sec. 47 . S e c t io n  30 o f  t h i s  A c t  takes  e f f e c t  im m e d ia te ly  under  

AS 0 1 . 1 0 . 0 7 0 ( c ) .

not compensated on a commission basis.

jI

i:f
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COMMENTS TO COMMITTEE SUBSTITUTE FOR HOUSE B ILL  46
MARCH 7, 1987

T h is  proposed L eg is  
d es ig n e d  to  a s s is t  
In s u ra n c e  p r a c t ic e s  
P u b l i c .  S in c e  th e n ,  
have e v o lv e d  in  to  
h a s t i l y  w r i t t e n  and 
sweeping changes 
d is a s t r o u s  e f f e c t s  on

l a t i o n  s t a r t e d  ou t w ith  some w e l l  d e f in e d  is s u e s ,  
th e  R e g u la to ry  A u t h o r i t i e s  and to  im prove some 
to  th e  b e n e f i t  o f th e  A laskan  In s u ra n c e  b uy ing  
w ith  no fo re w a r n in g ,  th ese  once s e p a r a te ,  Issu es  

many s u b s e c t io n s  t h a t  a re  com plex, c o n fu s in g ,  
b a d ly  composed, t h i s  document r e p r e s e n ts  broad  

to  th e  In s u ra n c e  In d u s t r y ,  which c o u ld  have 
many p r i v a t e  b us iness  peop le  r e s id in g  in  A la s k a .

I t  is  u n f o r tu n a te  t h a t  th es e  s e c t io n s  had to  be combined w ith  good 
s o l id  is s u e s  t h a t  s e p a r a te ly  were good f o r  th e  R e g u la to ry  A u t h o r i t i e s ,  
th e  A la s k a n  Peop le  and the  In s u ran ce  In d u s t r y .
T h e re  i s  no way t h a t  t h i s  document should be a l lo w e d  to  s ta y  in  t a c t .
There  i s  no Emergency or no c o m p e ll in g  reason to  rush  to  pass
L e g i s l a t i o n  t h a t  is  no t u n d e rs ta n d a b le ,  even to  th e  P r o f e s s io n a ls  in  
th e  In d u s t r y .  The 12 a re a s  c o n ta in e d  in  th e  Work D r a f t  a re  n o t
s i m i l a r  in  substance and th e y  dea l w ith  f a r  too  w ide a v a r i e t y  o f 
In s u ra n c e  Is s u e s . I f  t h i s  L e g i s l a t i o n ,  in  i t ’ s p re s e n t  fo rm , were to  
pass, i t  would reduce S t a t e  revenues and a d v e r s e ly  e f f e c t  th e
a v a i l a b i l i t y  and a f f o r d a b i l i t y  of In su ran ce  in  A la s k a .
We t h e r e f o r e ,  urge th e  Committee to  hold  
Then th e  good s o l id  issu es  ( th o s e  which  
ag reed  upon) cou ld  be r e in t r o d u c e d ,  
in t ro d u c e d  w ith  no fo re w a r n in g ,  co u ld  
b o a rd , s t u d ie d ,  and d iscu ssed  w ith  those  
c o n c e s s io n s ,  then  to  be r e in t r o d u c e d  a t  a

t h i s  Work D r a f t  in  C om m ittee , 
have a l r e a d y  been s tu d ie d  and 
Those is s u e s ,  which have been 

be ta k e n  back to  th e  d raw ing  
e f f e c t e d ,  to  a r r i v e  a t  m utual 
l a t e r  d a te .

P a t r i c k  S. Cowan 
E x e c u t iv e  D i r e c t o r
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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

BY THE LABOR ANDIN THE HOUSE COMMERCE COMMITTEE
C3 FOR HOUSE BILL NO. A6 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
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 . "
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 in 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 la c e d  i n  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 on 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 ,  from 
o r  th rough  a b r o k e r ,  a g e n t ,  g e n e r a l  a g en t ,  s u r p lu s  l i n e  b r o k e r^  o r  
p e r s o n  who has n o t  s e cu 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 commiss ion o r  any fo rm  o f  r em un e ra t i o n  t o  a p e r s o n ,  f i rm ^  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  in su ra 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 i n i ±  o r  o r g a n i z a t i o n  h o ld s  a l i c e n s e  i s su ed  
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 in t i n g  a p e r s o n  as i t s  g e n e r a l  agent [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  the  appo in tment w i th  the  d i r e c t o r  
on fo rms p r e s c r i b e d  and f u r n i s h e d  by the  d i r e c t o r .

( b )  A g e n e r a l  agent  [OR MANAGER] has the  a u t h o r i t y ,  c o n s i s t e n t  
w i th  t h i s  t i t l e ,  t h a t  may be c o n f e r r e d  by the i n s u r e r .  A g e n e r a l  
a g en 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 id e d  in  t h i s  s e c t i o n  i n  the same manner as i s  p r o v id e d  f o r  agents 
i n  AS 2 1 . 2 7 , may e x e r c i s e  the powers c o n f e r r e d  by t h i s  t i t l e  upon
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agents  l i c e n s e d  f o r  th e  k in d s  o f  i n su ra n c e  t h a t  th e  g e n e r a l  agen t i s  
a u t h o r i z e d  t o  t r a n s a c t  f o r  the  i n s u r e r  a p p o in t in g  th e  a g en t .

( c )  The [EXCEPT AS PROVIDED UNDER AS 2 1 . 2 7 . 5 0 0 ,  THE] appo in tment 
o f  a r e s i d e n t  o r  n o n r e s i d e n t  g e n e r a l  agent i s  n o t  e f f e c t i v e  u n l e s s  the 
p e rs on  appo in ted  i s  l i c e n s e d  as the  g e n e r a l  agen t o f  th e  i n s u r e r  by 
the  d i r e c t o r  upon a p p l i c a t i o n  and payment o f  a f e e  s e t  unde r  AS 2 1 . -
0 6 . 2 5 0 .

( d )  E ve ry  l i c e n s e  i s  s u b j e c t  t o  the  payment o f  an annua l  f e e  se t  
under  AS 2 1 . 0 6 . 2 5 0  and p a y ab le  on o r  b e f o r e  [EXPIRES AT] the  c l o s e  o f  
b u s in e s s  on the  3 0 th  day o f  June o f  each y e a r  [FOLLOWING THE DATE OF 
ISSUE, AND MAY BE RENEWED FOR AN ADDITIONAL YEAR UPON APPLICATION AND 
PAYMENT OF THE FEE ] .

( e )  The d i r e c t o r  may deny, suspend, o r  r e v o k e  a l i c e n s e  f o r  any 
cause s p e c i f i e d  i n  AS 2 1 . 2 7 . 4 1 0  i n  the  manner p r o v i d e d  i n  AS 2 1 . 2 7 . -  
4 20 .

* Sec . 3 .  AS 2 1 . 0 9 . 2 8 0  i s  amended by adding new s u b s e c t i o n s  t o  r e a d :
( f )  P e rs on s  employed on s a l a r y  by an i n s u r e r ,  i n c l u d i n g  o f f i c e r s  

and s a l a r i e d  employees p e r f o rm in g  the same s e r v i c e s  as g e n e r a l  agen t s ,  
a r e  c on s id e re d  to  be s e r v i c e  r e p r e s e n t a t i v e s  and a r e  n o t  r e q u i r e d  to  
be l i c e n s e d .

(g )  F o r  pu rpose s  o f  t h i s  s e c t i o n ,  a p e r s o n ,  f i r m ,  o r  c o r p o r a t i o n  
t h a t  p e r f o rm s  management s e r v i c e s  f o r  an i n s u r e r  i s  n o t  c o n s id e r e d  a 
g e n e r a l  agent i f

( 1 )  the  p e r s o n ,  f i r m ,  o r  c o r p o r a t i o n  i s  a who l ly -owned
s u b s i d i a r y  o f  the  i n s u r e r ;

( 2 )  the p e r s o n ,  f i r m ,  o r  c o r p o r a t i o n  w h o l l y  owns the  i n s u r ­
e r  ; o r

( 3 )  the p e r s o n ,  f i rm ,  o r  c o r p o r a t i o n  i s  a who l ly -owned
s u b s i d i a r y  o f  the i n su r a n c e  h o ld in g  company th a t  owns o r  c o n t r o l s  the
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i n s u r e r .
* Sec . 4 .  AS 2 1 . 2 7 . 0 2 0  i s  amended t o  r e a d :

Sec . 2 1 . 2 7 . 0 2 0 .  GENERAL QUALIFICATIONS FOR LICENSE. F o r  the 
p r o t e c t i o n  o f  the  p eop le  o f  t h i s  s t a t e ,  th e  d i r e c t o r  may n o t  i s s u e  [OR 
RENEW] a l i c e n s e  excep t  i n  comp l iance  w i th  t h i s  c h a p t e r ,  o r  t o ,  o r  t o  
be e x e r c i s e d  by ,  a p e r s on  found  by the  d i r e c t o r  t o  be u n t r u s tw o r t h y ,  
in compe ten t ,  o r  who has n o t  e s t a b l i s h e d  t o  the  s a t i s f a c t i o n  o f  the 
d i r e c t o r  t h a t  th e  p e r s on  i s  q u a l i f i e d  unde r [ IN  ACCORDANCE WITH] t h i s  
c h a p t e r .

* Sec . 5 .  AS 2 1 . 2 7 . 0 3 0 ( a )  i s  amended t o  r e a d :
( a )  The d i r e c t o r  may n o t  g r a n t  an agen t ,  s o l i c i t o r ,  o r  b r o k e r  

l i c e n s e  t o  a p e r son  i f  the  d i r e c t o r  has r e a s o n a b le  cause t o  b e l i e v e  
th a t

[ ( 1 )  DURING EITHER OF THE TWO CALENDAR YEARS IMMEDIATELY 
PRECEDING THE REQUEST FOR RENEWAL OF THE LICENSE THE AGGREGATE AMOUNT 
OF COMMISSIONS REPRESENTED BY THE CONTROLLED BUSINESS PROCURED BY OR 
THROUGH THE LICENSEE EXCEEDED THE AGGREGATE AMOUNT OF COMMISSIONS 
REPRESENTED BY ALL OTHER INSURANCE 3USINESS PROCURED BY OR THROUGH THE 
LICENSEE; OR

( 2 ) ]  the  c i r cum s tan ce s  o f  the  a p p l i c a n t  f o r  th e  l i c e n s e  [OR 
OF A LICENSEE] a r e  such [AS TO CAUSE THE DIRECTOR REASONABLY TO 
BELIEVE] t h a t  d u r in g  the  12-month p e r i o d  immed ia te ly  f o l l o w i n g  i s s u ­
ance [OR RENEWAL] o f  the  l i c e n s e ,  i f  i s s u e d  [OR RENEWED], the  agg re ­
ga te  amount o f  commissions t o  be r e p r e s e n t e d  by the  c o n t r o l l e d  b u s i ­
ness  would exceed the  a gg reg a te  amount o f  commissions t o  be r e p r e ­
sen ted  by a l l  o t h e r  in su ra n c e  b u s in e s s  t o  be p ro c u re d  by o r  th rough 
the  a p p l i c a n t  [OR L ICENSEE] .

* Sec . 6 .  AS 2 1 . 2 7 . 0 3 0  i s  amended by add ing a new s u b s e c t i o n  t o  r e a d :
(d )  The d i r e c t o r  may re v o k e  an ag en t ,  s o l i c i t o r ,  o r  b r o k e r
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l i c e n s e  i f  the  d i r e c t o r  has r e a s o n a b l e  cause t o  b e l i e v e  t h a t  du r ing  
e i t h e r  o f  the  two p re c ed in g  c a l e n d a r  y e a r s  the  agg rega te  amount o f  
commissions r e p r e s e n t e d  by th e  c o n t r o l l e d  b u s in e s s  p ro c u re d  by o r  
th rough  the  l i c e n s e e  exceeded the  agg rega te  amount o f  commissions 
r e p r e s e n t e d  by a l l  o t h e r  i n su r a n c e  b u s in e s s  p ro cu re d  by o r  th rough  the 
l i c e n s e e .

* Sec . 7 .  AS 2 1 . 2 7 . 0 6 0  i s  amended t o  r e a d :
Sec . 2 1 . 2 7 . 0 6 0 .  EXAMINATION OF APPLICANTS. ( a )  Each a p p l i c a n t  

f o r  an i n d i v i d u a l  l i c e n s e  as a g en t ,  b r o k e r ,  s o l i c i t o r ,  o r  a d j u s t e r  
s h a l l ,  b e f o r e  the  i s su an ce  o f  th e  l i c e n s e ,  p e r s o n a l l y  ta k e  and pass_j_ 
t o  the  s a t i s f a c t i o n  o f  the  d i r e c t o r ^  an e xam ina t ion  g iv en  by the 
d i r e c t o r  as a t e s t  o f  the  q u a l i f i c a t i o n s  and competence o f  the  a p p l i ­
c a n t .  Th is  r e q u i r em en t  does n o t  a p p l y  t o

( 1 )  a p p l i c a n t s  f o r  l im i t e d  l i c e n s e s ,  as t r a v e l  i n su ra n c e  
agen ts  o n l y ,  unde r  AS 2 1 . 2 7 . 1 5 0 ,  o r ,  a t  the  d i s c r e t i o n  o f  the  d i r e c ­
t o r ,  t o  a p p l i c a n t s  f o r  l i c e n s e s  as d i s a b i l i t y  in su ra n c e  agents  f o r  the 
pu rpose  o f  h a n d l in g  l im i t e d  c ove rage s  p e r t a i n i n g  t o  s p o r t s  and r e c r e ­
a t i o n ;

( 2 )  a p p l i c a n t s  who a t  any t ime w i t h i n  the  f i v e - y e a r  p e r i o d  
imm ed ia te ly  p re c ed in g  the  d a te  o f  a p p l i c a t i o n  have been l i c e n s e d  i n  
t h i s  s t a t e  under a l i c e n s e  r e q u i r i n g  q u a l i f i c a t i o n s  r e q u i r e d  by the 
l i c e n s e  a p p l i e d  f o r  and who a r e  c o n s id e r e d  by the  d i r e c t o r  t o  be f u l l y  
q u a l i f i e d  and competen t ;

( 3 )  a p p l i c a n t s  f o r  l i c e n s e  as n o n r e s i d e n t  agent o r  as 
n o n r e s id e n t  b r o k e r  who have f u l f i l l e d  q u a l i f i c a t i o n  re qu i r em en ts  in  
t h e i r  s t a t e  o r  p r o v i n c e  o f  r e s i d e n c e  and who a r e  c o n s id e re d  by the 
d i r e c t o r  t o  be f u l l y  q u a l i f i e d  and competent •.

( 4 )  a p p l i c a n t s  f o r  an agent o r  s o l i c i t o r  l i c e n s e  c o v e r i n g  
the  same k ind s  o f  i n su ra n c e  as an a g e n t ' s  o r  s o l i c i t o r ' s  l i c e n s e  then
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(b )  The d i r e c t o r  may a t  any t im e  r e q u i r e  an i n d i v i d u a l  [A] 
l i c e n s e d  as an a g e n t ,  b r o k e r ,  s o l i c i t o r ,  o r  a d j u s t e r  to  ta k e  and 

s u c c e s s f u l ly  pass an e x a m in a t io n  t e s t i n g  competence and q u a l i f i c a t i o n s  
as a c o n d i t i o n  to  th e  continuance. [OR RENEWAL] o f  th e  l i c e n s e  i f  the  

l i c e n s e e  has been g u i l t y  o f  v i o l a t i o n  o f  t h i s  t i t l e ,  o r  has so con­
d u c ted  a f f a i r s  u n d er th e  l i c e n s e  as to  cause th e  d i r e c t o r  re a s o n a b ly  

to  d e s i r e  f u r t h e r  e v id e n c e  o f  th e  q u a l i f i c a t i o n s  o f  th e  l i c e n s e e .
*  Sec. 8 .  AS 21 .2 .7 .0 9 0 (a )  i s  amended to  re a d :

( a )  To q u a l i f y  f o r  an i n d i v i d u a l  a g en t o r  b r o k e r  l i c e n s e  an 
a p p l i c a n t  s h a l l  comply w i t h  t h i s  t i t l e  and

( 1 )  be 19 ye ? rs  o f  age o r  o v e r  [ ,  I F  AN IN D IV ID U A L ];
(2 )  i f  f o r  a r e s id e n t  a g e n t 's  o r  b r o k e r 's  l i c e n s e ,  be a 

bona f i d e  r e s id e n t  b e fo r e  is s u a n c e  o f  l i c e n s e  [ , ]  and a c t u a l l y  r e s id e  

in  th e  s t a t e  [RESIDING IN . ALASKA, OR I F  A CORPORATION, BE OTHER THAN 

AN INSURER AND MAINTAIN A LAWFULLY ESTABLISHED PLACE OF BUSINESS IN  
THIS STATE, EXCEPT AS PROVIDED IN  AS 2 1 . 2 7 . 2 7 0 ] ;

(3 )  [BE EMPOWERED TO BE AN AGENT OR BROKER, AS THE CASE MAY 
BE, UNDER IT S  MEMBERS' AGREEMENT, I F  A FIRM, OR BY ITS  ARTICLES OF 

INCORPORATION, I F  A CORPORATION;
( 4 ) ]  s u c c e s s f u l l y  pass any e x a m in a t io n  r e q u i r e d  u n d er AS

2 1 .2 7 .0 6 0 ;
( 4 )  [ ( 5 ) ]  be a t r u s t w o r t h y  p e rs o n ;
( 5 )  [ ( 6 ) ]  n o t  in te n d  t o  use o r  use th e  l i c e n s e  f o r  the  

purpose p r i n c i p a l l y  o f  w r i t i n g  c o n t r o l l e d  b u s in e s s ,  as d e f in e d  in  AS 
2 1 .2 7 .0 3 0 ;

(6 )  [ ( 7 ) ]  i f  f o r  an a g en t l i c e n s e ,  be a p p o in te d  as i t s  

ag en t by one o r  more a u th o r iz e d  i n s u r e r s ,  s u b je c t  to  is s u a n c e  o f  the  
l i c e n s e ;

held b y  them.

-5- CSHB 4 6 (L&C)



( 7 )  [ ( 8 ) ]  i f  f o r  b r o k e r  l i c e n s e ,  have had e x p e r i e n c e  e i t h e r  
as an a g en t ,  s o l i c i t o r ,  a d j u s t e r ,  g e n e r a l  a g en t ,  b r o k e r ,  o r  as an 
employee o f  i n s u r e r s  o r  r e p r e s e n t a t i v e s  o f  i n s u r e r s ,  o r  s p e c i a l  educa­
t i o n  o r  t r a i n i n g  o f  s u f f i c i e n t  d u r a t i o n  and e x t e n t  r e a s o n a b l y  to 
s a t i s f y  the  d i r e c t o r  t h a t  the  a p p l i c a n t  p o s s e s s e s  the competence 
n e c e s s a r y  t o  f u l f i l l  the  r e s p o n s i b i l i t i e s  o f  b r o k e r .

* Sec . 9 .  AS 2 1 . 2 7 . 0 9 0  i s  amended by adding a new su b s e c t i o n  t o  r e ad :
( c )  To q u a l i f y  f o r  a f i r m  agent o r  b r o k e r  l i c e n s e  an a p p l i c a n t

s h a l l  comply w i th  t h i s  t i t l e  and
( 1 )  comply w i th  ( a ) ( 5 )  and ( 6 )  o f  t h i s  s e c t i o n ;
( 2 )  i f  a c o r p o r a t i o n ,  m a in t a in  a l a w f u l l y  e s t a b l i s h e d  p la c e  

o f  b u s in e s s  i n  t h i s  s t a t e ,  excep t  as p r o v id e d  i n  AS 2 1 . 2 7 . 2 7 0 .
* Sec . 10. AS 2 1 . 2 7 . 1 3 0  i s  amended t o  r e a d :

Sec . 2 1 . 2 7 . 1 3 0 .  CONTENT OF AGENT, BROKER, SOLICITOR LICENSES. 
Agent ,  s o l i c i t o r ,  and b r o k e r  l i c e n s e s  must [SHALL] be i n  the fo rm  the 
d i r e c t o r  p r e s c r i b e s ,  and must [SHALL] s e t  ou t

( 1 )  the  name and add re ss  o f  the  l i c e n s e e ,  o r  i f  the 
l i c e n s e e  i s  r e q u i r e d  to  have a p l a c e  o f  b u s i n e s s ,  th e  add ress  o f  the 
p l a c e  o f  b u s in e s s ;

( 2 )  i f  the  agent  o r  b r o k e r  i s  a f i r m  [OR CORPORATION], the 
name o f  the  p r i n c i p a l  o r  manager o f  the  f i r m  h o ld i n g  an i n d i v i d u a l  
l i c e n s e  as r e q u i r e d  by AS 2 1 . 2 7 . 1 4 0  [EACH INDIVIDUAL AUTHORIZED TO 
EXERCISE THE POWERS CONFERRED BY THE L ICENSE ] ;

( 3 )  the k in d  o r  k in d s  o f  i n su ra n c e  the  l i c e n s e e  i s  [THERE­
BY] l i c e n s e d  t o  h a nd le ;

( 4 )  i f  a s o l i c i t o r ' s  l i c e n s e ,  the  name and add ress  o f  the 
agent o r  b r o k e r  r e p r e s e n t e d  by th e  s o l i c i t o r ;

( 5 )  the c o n d i t i o n  unde r which the  l i c e n s e  i s  g r a n te d ;
( 6 )  the da te  o f  i s su an ce  [AND DATE OF EXPIRATION] o f  the 
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l i c e n s e .
* Sec . 11. AS 2 1 . 2 7 . 1 4 0  i s  amended to  r e a d :

Sec . 2 1 . 2 7 . 1 4 0 .  LICENSES TO FIRMS [AND CORPORATIONS]. A f i rm  
s h a l l  have a f i r m  l i c e n s e  o f  the  same degree as each i n d i v i d u a l  l i ­
censee a c t i n g  on b e h a l f  o f  the  f i rm .  A f i rm  [OR CORPORATION] may no t
be l i c e n s e d  as an a d j u s t e r , agent_^ o r  b r o k e r  u n l e s s  each i n d i v i d u a l  
a c t i n g  as o r  r e p r e s e n t i n g  t o  be an a d j u s t e r ,  a g e n t ,  o r  b r o k e r  on
b e h a l f  o f  the  f i rm  i s  l i c e n s e d  as an i n d i v i d u a l ,  and the  p r i n c i p a l  o r
manager o f  the  f i r m  i s  l i c e n s e d  as an i n d i v i d u a l  t o  e x e r c i s e  a l l  the 
powers c o n f e r r e d  by the  f i r m ' s  l i c e n s e .  I f  the l i c e n s e e  knows o f  o r  
con sen ts  t o  an a c t  o r  r e p r e s e n t a t i o n  on b e h a l f  o f  th e  f i rm  by an 
i n d i v i d u a l  who i s  n o t  l i c e n s e d ,  t h a t  a c t  o r  r e p r e s e n t a t i o n  [ TO BE 
EMPOWERED AND DESIGNATED IN THE LICENSE TO EXERCISE THE POWERS CON­
FERRED BY THE LICENSE I S  QUALIFIED AS THOUGH THE INDIVIDUAL WERE THE 
SOLE INDIVIDUAL TO BE SO EMPOWERED, EXCEPT THAT A FIRM OR CORPORATION 
LICENSED FOR ALL LINES MAY EMPOWER AND DESIGNATE ANY INDIVIDUAL, OTHER 
THAN THE PRINCIPAL OR MANAGER, LICENSED FOR ONLY PROPERTY-CASUALTY OR 
L IFE -D ISAB IL ITY  TO EXERCISE THE POWERS CONFERRED BY THE LICENSE 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,]  i s  cause f o r  the  r e v o c a t i o n  o r  
su spen s ion  o f  the f i rm  l i c e n s e .

* Sec . 12. AS 2 1 . 2 7 . 1 7 0 ( b )  i s  amended t o  r e a d :
(b )  The d i r e c t o r  s h a l l  i s s u e  t o  the  agent a s p e c i a l  vend ing 

machine l i c e n s e  f o r  each machine to  be u s ed .  The l i c e n s e  must [SHALL] 
s p e c i f y  the name and add ress  o f  the i n s u r e r  and a g en t ,  the  name o f  the 
p o l i c y  t o  be s o l d ,  the  s e r i a l  number o f  the mach ine , and the  p la c e  
where the  machine i s  to  be i n  o p e r a t i o n .  The l i c e n s e  i^  [SHALL BE] 
s u b j e c t  to  [ANNUAL CONTINUATION, TO EXPIRATION,] su sp en s ion  o r
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r e v o c a t i o n  c o i n c i d e n t a l l y  w i t h  t h a t  o f  th e  ag en t .  The d i r e c t o r  s h a l l  
a l s o  r e v o k e  the  l i c e n s e  on a machine i f  th e  d i r e c t o r  f i n d s  t h a t  the 
c o n d i t i o n s  upon which the  machine was l i c e n s e d ,  unde r  [AS REFERRED TO 
IN ] ( a )  o f  t h i s  s e c t i o n ,  no l o n g e r  e x i s t .  P r o o f  o f  the  e x i s t e n c e  o f  a 
[SUBSISTING] l i c e n s e  s h a l l  be d i s p l a y e d  on o r  abou t each vend ing  
machine i n  use i n  the  manner the  d i r e c t o r  may r e a s o n a b l y  r e q u i r e .

* Sec. 13 . AS 2 1 . 2 7 . 1 9 0 ( a )  i s  amended t o  r e a d :
( a )  Each a p p l i c a n t  f o r  a b r o k e r  l i c e n s e  [OR FOR THE RENEWAL OF A 

BROKER LICENSE EXISTING ON JULY 1, 1 9 6 6 , ]  s h a l l  f i l e  w i th  the  a p p l i c a ­
t i o n  [OR REQUEST FOR RENEWAL] and s h a l l  a f t e r  t h a t  [THEREAFTER] main­
t a i n  i n  f o r c e  w h i l e  [SO] l i c e n s e d  a bond i n  f a v o r  o f  th e  p e op le  o f  the
s t a t e ,  execu ted  by an a u t h o r i z e d  c o r p o r a t e  s u r e t y  app roved  by the
d i r e c t o r ,  i n  the  amount o f  $ 5 0 ,0 0 0  [ $ 5 , 0 0 0 ] ,  The bond may be c o n t i n u ­
ous i n  f o rm ,  and t o t a l  agg rega te  l i a b i l i t y  on the  bond may be l im i t e d
to  the  payment o f  $ 5 0 , 0 0 0  [ $ 5 , 0 0 0 ] ,  The bond must [SHALL] be c o n t i n ­
gen t  on the  accoun t ing  by the  b r o k e r^  t o  a [ANY] p e r s on  r e q u e s t i n g  the 
b r o k e r  t o  o b t a i n  i n s u r a n c e ,  f o r  money o r  premiums c o l l e c t e d  i n  connec­
t i o n  w i th  the in su ran ce  [THEREWITH].

* Sec . 14 . AS 2 1 . 2 7 . 2 0 0 ( a )  i s  r e p e a l e d  and re e n a c te d  t o  r e a d :
( a )  A b r o k e r  i s  n o t  an ag en t o r  o th e r  r e p r e s e n t a t i v e  o f  an

i n s u r e r ,  and e x c e p t  as p ro v id e d  u n d er ( c )  o f  t h i s  s e c t i o n ,  does no t  
have power as a b r o k e r  to  b in d  th e  i n s u r e r  r e g a r d in g  a r i s k  o r  an
in s u ra n c e  c o n t r a c t .

* Sec . 15. AS 2 1 . 2 7 . 2 0 0  i s  amended by adding new su b s e c t i o n s  t o  r e a d :
( c )  I n  d e te rm in in g  an in s u r e d 's  e n t i t l e m e n t  to  co verag e  or 

r e t u r n  premium, a premium payment made to  a b r o k e r  s h a l l  be c o n s id e re d  
r e c e iv e d  by th e  in s u r e r  i f

( 1 )  th e  payment was, a t  th e  t im e  i t  was made, d e s ig n a te d  

f o r  s p e c i f i c  c o verag e ; and 
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( 2 )  the  b r o k e r  c on f i rm ed  cove rage  as r e q u i r e d  unde r ( d )  o f  
t h i s  s e c t i o n .

(d )  A b r o k e r  s h a l l ,  w i t h i n  15 days a f t e r  r e c e i v i n g  a premium 
payment, p r o v id e  w r i t t e n  c o n f i rm a t i o n  o f  the  i n s u r e d ' s  c o v e rage .

( e )  Th is  s e c t i o n  i s  n o t  in tend ed  to  a l t e r  the  common law o f  
agency as a p p l i e d  t o  t r a n s a c t i o n s  unde r  t h i s  t i t l e .

* Sec . 16 . AS 2 1 . 2 7 . 2 4 0 ( a )  i s  amended t o  r e a d :
( a )  An agent o r  b r o k e r  who employs a s o l i c i t o r  s h a l l  pay the 

[THE] f e e  f o r  i s su an c e  o r  annua l  f e e  f o r  c o n t i n u a t i o n  [RENEWAL] o f  a 
s o l i c i t o r  l i c e n s e  [SHALL BE PAID BY THE AGENT OR BROKER BY WHOM THE 
SOLICITOR IS  EMPLOYED].

* Sec . 17. AS 2 1 . 2 7 . 3 0 0  i s  amended t o  r e a d :
Sec . 2 1 . 2 7 . 3 0 0 .  CONTENTS OF LICENSE. The d i r e c t o r  s h a l l  p r e ­

s c r i b e  the  fo rm  o f  a d j u s t e r  l i c e n s e ,  which must c o n t a in
( 1 )  the  name and b u s in e s s  add re ss  o f  the  a d j u s t e r ;
( 2 )  d a te  o f  i s su an c e  [AND DATE OF EXPIRATION] o f  the  l i ­

cense ;
( 3 )  o t h e r  s ta tem en ts  p r o p e r  t o  the  pu rposes  o f  the  l i c e n s e .

* Sec .  18. AS 2 1 . 2 7 . 3 5 0 ( a )  i s  amended t o  r e a d :
( a )  Each agen t ,  b r o k e r ,  o r  a d j u s t e r  s h a l l  keep a t  the  a d d re s s  as 

shown on the  l i c e n s e  a r e c o r d  o f  a l l  t r a n s a c t i o n s  consummated under
Ithe  l i c e n s e .  Th is  r e c o r d  s h a l l  be i n  o rg an i z e d  fo rm  and must i n c lu d e

( 1 )  i f  an agent o r  b r o k e r ,
(A) a r e c o r d  o f  each in su ran ce  c o n t r a c t  p r o c u r e d ,  

i s s u e d ,  o r  c o u n t e r s ig n e d ,  t o g e t h e r  w i th  the names o f  the  i n s u r e r s  
and i n s u r e d s ,  the  amount o f  premium pa id  o r  t o  be p a id ,  and a 
s ta tem en t  o f  the s u b j e c t  o f  the  in su r a n c e ;

(B ) the names o f  any o t h e r  l i c e n s e e s  f rom  whom b u s i -  j 
ness  i s  a ccep ted ,  and o f  p e r s o n s  co whom commiss ions o r
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a l l ow an c e s  o f  any k i n d  a re  p rom ised  o r  p a id ;
(C) c u r r e n t  a ccoun t in g  and f i n a n c i a l  r e c o r d s  main­

t a i n e d  i n  acco rdance  w i th  g e n e r a l l y  accep ted  accoun t ing  p r i n c i ­
p l e s  ;

( 2 )  i f  an a d j u s t e r ,  a r e c o r d  o f  each i n v e s t i g a t i o n  o r  
ad ju s tm en t  u nde r ta k en  o r  consummated, and a s ta tem en t  o f  the f e e ,  
commiss ion , o r  o t h e r  compensat ion  r e c e i v e d  o r  t o  be r e c e i v e d  by the 
a d j u s t e r  on account o f  the  i n v e s t i g a t i o n  o r  ad ju s tm en t ;

( 3 )  a d d i t i o n a l  i n f o rm a t i o n  t h a t  [WHICH] i s  cus toma ry ,  o r  
t h a t  [WHICH] may r e a s o n a b ly  be r e q u i r e d  by the  d i r e c t o r .

* Sec . 19. AS 2 1 . 2 7 . 3 5 0 ( b )  i s  amended t o  r e a d :
(b )  The r e c o r d s  o f  a p a r t i c u l a r  t r a n s a c t i o n  s h a l l  be k ep t  a v a i l ­

a b l e  and open t o  the  i n s p e c t i o n  o f  th e  d i r e c t o r  a t  any b u s in e s s  time
du r in g  the  f i v e  y e a r s  imm ed ia te ly  a f t e r  the  da te  o f  the  c om p le t i o n  o f
the  t r a n s a c t i o n .  Reco rds  in sp e c te d  u nde r  t h i s  s u b s e c t i o n  a re  c o n f i ­
d e n t i a l  .

* Sec . 2 0 .  AS 2 1 . 2 7 . 3 6 0 ( b )  i s  amended t o  r e a d :
(b )  A l l  f u n d s ,  excep t  th o se  made p a y ab le  t o  the  i n s u r e r ,  r e p r e ­

s e n t in g  premiums o r  r e t u r n  premiums r e c e i v e d  by an agent o r  b r o k e r ,  
s h a l l  be r e c e i v e d  in  the  f i d u c i a r y  accoun t  o f  the  agent o r  b r o k e r ,  and 
s h a l l  be d e p o s i t e d  i n  a bank account o r  d e p o s i t o r y  s e p a r a t e  f rom any 
o t h e r  accoun t o r  d e p o s i t o r y ,  and s h a l l  be p rom p t ly  accoun ted  f o r  and
p a id  t o  the  i n s u r e d ,  i n s u r e r ,  o r  agen t e n t i t l e d  to  the fu nd s .  Funds
d e p o s i t e d  i n t o  a f i d u c i a r y  account may n o t  be commingled o r  o th e rw ise  
combined w i th  o t h e r  fu nd s ,  excep t  as a l l ow e d  under (d )  o f  t h i s  s e c ­
t i o n .

* Sec . 2 1 .  AS 2 1 . 2 7 . 3 6 0  i s  amended by add ing  new sub se c t io n s  t o  r e ad :
( d )  An agent o r  b r o k e r  may commingle w i th  premium fu nd s ,  a d d i ­

t i o n a l  funds f o r  the pu rpose  o f  advanc ing  premiums, e s t a b l i s h i n g  
CSHB 4 6 (L&C) - 1 0 -



r e s e r v e s  f o r  th e  payment o f  r e t u r n  premiums, o r  r e s e r v e s  f o r  r e c e i v i n g  
and t r a n s m i t t i n g  premium o r  r e t u r n  premium fu nd s .  Funds c o l l e c t e d  f o r  
the  payment o f  premium t a x e s ,  p o l i c y  o-. f i l i n g  f e e s ,  l a t e  payment
ch a rg e s ,  and i n t e r e s t  f r om  f i d u c i a r y  funds  on d e p o s i t ,  may be com­
m ing led  i n  a f i d u c i a r y  a c c o u n t ,  bu t  s h a l l  be s e p a r a t e l y  accoun ted  f o r  
and p e r i o d i c a l l y  removed f r om  th e  f i d u c i a r y  accoun t .

( e )  An agen t o r  b r o k e r  may no t  t r e a t  funds i n  a f i d u c i a r y  a c ­
count as a p e r s o n a l  a s s e t ,  as c o l l a t e r a l  f o r  a p e r s o n a l  o r  b u s in e s s  
l o a n ,  o r  as a p e r s o n a l  a s s e t  o r  income on a f i n a n c i a l  s t a tem en t ,
excep t  t h a t  funds  in  a f i d u c i a r y  accoun t may be in c lu d ed  i n  a f i n a n ­
c i a l  s t a tem en t  o f  the agen t  o r  b r o k e r  i f  c l e a r l y  i d e n t i f i e d  as f i d u ­
c i a r y  accoun t  a s s e t s .

( f )  I n  t h i s  s e c t i o n ,  " f i d u c i a r y  accoun t "  means an accoun t in
which the  agent o r  b r o k e r  h o ld s  funds as a t r u s t e e  f o r  the  i n s u r e d ,  
i n s u r e r ,  o r  agent  e n t i t l e d  t o  the fu nd s .
Sec . 2 2 .  AS 2 1 . 2 7 . 3 8 0  i s  r e p e a l e d  and r e e n a c te d  to  r e a d :

Sec . 2 1 . 2 7 . 3 8 0 .  ANNUAL FEE FOR LICENSES. ( a )  An annua l  f e e  s e t  
unde r AS 2 1 . 0 6 . 2 5 0  f o r  r e s i d e n t  and n o n r e s i d e n t  agen t ,  s o l i c i t o r ,  and 
a d j u s t e r  l i c e n s e s  i s  due on o r  b e f o r e  the  c lo s e  o f  b u s i n e s s  on the 
3 0 th  day o f  June .

(b )  An annua l f e e  s e t  unde r AS 2 1 . 0 6 . 2 5 0  f o r  r e s i d e n t  and non­
r e s i d e n t  b r o k e r  l i c e n s e s  i s  due on o r  b e f o r e  the c l o s e  o f  b u s in e s s  on 1 
the  3 1 s t  day o f  December.

( c )  An agent o r  b r o k e r  s h a l l  f i l e  the annua l  f e e  s e t  under
AS 2 1 . 0 6 . 2 5 0  on b e h a l f  o f  a s o l i c i t o r  employed by the  agen t o r  b r o k e r .

( d )  I f  payment o f  the  annua l  l i c e n s e  fee  i s  n o t  r e c e i v e d  by the 
d i r e c t o r  b e f o r e  the  due da te  as r e q u i r e d  under t h i s  s e c t i o n ,  the 
l i c e n s e e  s h a l l  pay t o  the  d i r e c t o r  and the d i r e c t o r  s h a l l  c o l l e c t ,  ir. 
a d d i t i o n  t o  the r e g u l a r  f e e ,  a su rch a rg e  as e s t a b l i s h e d  by r e g u l a t i o n
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unde r  AS 2 1 . 0 6 . 2 5 0 .  Th is  s u b s e c t i o n  may n o t  be c o n s id e re d  to  exempt a 
p e rs on  f rom  a p e n a l t y  p r o v id e d  by law f o r  t r a n s a c t i n g  b u s in e s s  w i th ou t  
a v a l i d  l i c e n s e .

*  Sec . 2 3 .  AS 2 1 . 2 7 . 3 9 0 ( a )  i s  amended t o  r e a d :
( a )  The d i r e c t o r  may adopt r e g u l a t i o n s  r e g a rd in g  th e  i s su ance  o f  

an agent o r  b r o k e r  tempo ra ry  l i c e n s e  to
( 1 )  the  s u r v i v i n g  spouse o r  n e x t  o f  k i n  o r  t o  the  adm in is ­

t r a t o r  o r  e x e c u t o r  o f  a deceased l i c e n s e d  agent o r  b r o k e r ;
( 2 )  the  spouse ,  n e x t  o f  k i n ,  emp loyee , o r  l e g a l  g u a rd ia n  o f

a l i c e n s e d  agent o r  b r o k e r  who i s  d i s a b l e d  because o f  s i c k n e s s ,  i n s a n ­
i t y ,  o r  i n j u r y ;

( 3 )  a s u r v i v i n g  member^ [OF A FIRM OR SURVIVING] o f f i c e r ^  
o r  employee o f  a f i rm  [CORPORATION] l i c e n s e d  as agent o r  b r o k e r^  upon 
the  dea th  o f  the  p r i n c i p a l  o r  manager o f  the f i r m  h o ld i n g  the same 
l i c e n s e s  as the  f i rm  [AN INDIVIDUAL DESIGNATED IN THE FIRM OR CORPO­
RATION'S LICENSE TO EXERCISE POWERS THEREUNDER];

( 4 )  the  de s ignee  o f  a l i c e n s e d  agent who e n t e r s  a c t i v e  
s e r v i c e  i n  the  armed f o r c e s  c f  the  U n i t e d  S t a t e s ;

( 5 )  a pe rson  p r e p a r i n g  f o r  e x am in a t ion  f o r  permanent l i ­
cense under the  s u p e r v i s i o n  o f  an a u t h o r i z e d  i n s u r e r .

* Sec . 2 4 .  AS 2 1 . 2 7 . 4 1 0 ( a )  i s  amended to  r e a d :
( a )  The d i r e c t o r  may r e f u s e  to  i s s u e  a l i c e n s e  o r  may suspend o r 

[ , ]  r e v o ke  [ ,  OR REFUSE TO RENEW] a l i c e n s e  i s su ed  unde r  t h i s  ch ap te r  
o r  a s u rp lu s  l i n e  b r o k e r  l i c e n s e , o r  may r e f u s e  to  renew a s u rp lu s  
l i n e  b r o k e r  l i c e n s e ,  f o r  a cause s p e c i f i e d  i n  a n o th e r  [ANY OTHER] 
p r o v i s i o n  o f  t h i s  t i t l e ,  o r  f o r  any o f  th e  f o l l o w i n g  c au se s :

( 1 )  f o r  a [ANY] cause f o r  which i s suance  o f  the  l i c e n s e  
c ou ld  have been r e f u s e d  had i t  then  e x i s t e d  and been known to  the 
d i r e c t o r ;

i
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(2 )  i f  th e  l i c e n s e e  o r  a p p l i c a n t  w i l f u l l y  v i o l a t e s  or
k n o w in g ly  p a r t i c i p a t e s  in  th e  v i o l a t i o n  o f  a p r o v is io n  o f  t h i s  t i t l e ;

(3 )  i f  th e  l ic e n s e e  o r  a p p l i c a n t  has o b ta in e d  o r  a t te m p te d  

to  o b t a in  th e  l i c e n s e  th ro u g h  w i l f u l  m is r e p r e s e n t a t io n  o r  f r a u d ,  o r  

has f a i l e d  to  pass an [ANY] e x a m in a t io n  r e q u i r e d  u n d e r  t h i s  c h a p te r ;
(4 )  i f  th e  l ic e n s e e  o r  a p p l i c a n t  has m is a p p r o p r ia te d  o r

c o n v e r te d  to  p e rs o n a l  use o r  has i l l e g a l l y  w i t h h e ld  money r e q u i r e d  to  
be h e ld  i n  a f i d u c i a r y  c a p a c i ty ;

(5 )  i f  th e  l i c e n s e e  o r  a p p l i c a n t  h a s ,  w i t h  i n t e n t  to
d e c e iv e ,  m a t e r i a l l y  m is re p re s e n te d  th e  term s o r  e f f e c t  o f  an in s u ra n c e  
c o n t r a c t ;  o r  has engaged o r  i s  a b o u t to  engage i n  a f r a u d u le n t  t r a n s ­
a c t io n ;

( 6 )  i f  th e  l ic e n s e e  o r  a p p l i c a n t  has been g u i l t y  o f  " t w i s t ­
i n g , "  u n d er AS 2 1 .3 6 . 0 5 0 ,  o r  o f  r e b a t i n g ,  u nd er AS 2 1 .3 6 .1 0 0 ;

(7 )  i f  th e  l ic e n s e e  o r  a p p l i c a n t  has been  c o n v ic te d ,  by
f i n a l  ju d g m e n t,  o f  a f e lo n y ;

(8 )  i f  i n  th e  conduct o f  a f f a i r s  u n d er th e  l i c e n s e ,  th e  

l i c e n s e e  e x h i b i t s  co n du ct c o n s id e re d  by th e  d i r e c t o r  to  r e f l e c t  incom ­
p e te n c e ,  u n t r u s t w o r t h in e s s ,  o r  a so u rce  o f  i n j u r y  and lo ss  to  the  
p u b l i c ;

(9 )  i f  th e  l i c e n s e e  o r  a p p l i c a n t  has d e a l t  w i t h ,  or
a t te m p te d  to  d e a l  w i t h ,  in s u ra n c e s  o r  to  e x e r c is e  powers r e l a t i v e  to  
in s u ra n c e  o u ts id e  th e  scope o f  th e  l i c e n s e s  o f  th e  l ic e n s e e  or a p p l i ­
c a n t  .

*  Sec . 2 5 .  AS 2 1 . 2 7 . 4 1 0 ( b )  i s  amended to  re a d :
(b )  The l i c e n s e  o f  a f i r m  [OR CORPORATION] may be suspended, 

r e v o k e d ,  o r  re fu s e d  f o r  any o f  th e  causes t h a t  [WHICH] r e l a t e  to  a 

[ANY] p erso n  a c t in g  on b e h a l f  o f  th e  f i r m  [DESIGNATED IN  THE LICENSE 
TO EXERCISE ITS  POWERS].
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* Sec . 2 6 .  AS 2 1 . 2 7 . 4 2 0  i s  amended t o  r e a d :
Sec . 2 1 . 2 7 . 4 2 0 .  PROCEDURE FOR SUSPENDING OR [ , ]  REVOKING [OR 

REFUSING TO RENEW] A LICENSE. The d i r e c t o r  may suspend o r  [ , ]  r e voke  
[ ,  OR REFUSE TO RENEW] a l i c e n s e

[ ( 1 )  BY ORDER GIVEN TO THE LICENSEE NOT LESS THAN 15 DAYS 
BEFORE THE EFFECTIVE DATE OF THE LICENSE, SUBJECT TO THE RIGHT OF THE 
LICENSEE TO HAVE A HEARING AS PROVIDED IN AS 2 1 . 0 6 . 1 8 0 ( b ) ;  PENDING A 
HEARING THE LICENSE SHALL BE SUSPENDED; OR

( 2 ) ]  by an o r d e r  on h e a r i n g  made as p r o v id e d  i n  AS 2 1 . 0 6 . -  
220 e f f e c t i v e  10 days a f t e r  ♦’ he d a te  o f  the  g i v i n g  o f  th e  o r d e r ,  
s u b j e c t  t o  the  r i g h t  o f  the  l i c e n s e e  t o  appea l  t o  the s u p e r i o r  c o u r t  
as p r o v i d e d  i n  AS 2 1 . 0 6 . 2 3 0 .

* Sec . 2 7 .  AS 2 1 . 2 7 . 4 4 0  i s  amended t o  r e a d :
Sec . 2 1 . 2 7 . 4 4 0 .  C IV IL  PENALTIES MAY BE IMPOSED. A f t e r  h e a r i n g  

and i n  a d d i t i o n  t o  o r  i n  l - ieu  o f  the  su spen s ion  o r  [ ,  ] r e v o c a t i o n  o f
[ ,  OR REFUSAL TO RENEW] a l i c e n s e ,  the  d i r e c t o r  may l e v y  a c i v i l
p e n a l t y  upon the  l i c e n s e e  no t  t o  exceed $ 2 , 5 0 0 .  The o r d e r  l e v y i n g  the 
c i v i l  p e n a l t y  must [SHALL] s p e c i f y  the  p e r i o d  w i t h i n  which the  c i v i l  
p e n a l t y  s h a l l  be f u l l y  p a i d . The [ , WHICH] p e r i o d  may n o t  be l e s s  
than  15 o r  more than  30 days a f t e r  [FROM] the da te  o f  th e  o r d e r .  Upon 
f a i l u r e  to  pay the  c i v i l  p e n a l t y  when due, the  d i r e c t o r  s h a l l  r evoke  
the  l i c e n s e s  o f  th e  l i c e n s e e  i f  n o t  a l r e a d y  re v o k ed .  A [THE] c i v i l  
p e n a l t y  c o l l e c t e d  [SHALL BE PAID] by th e  d i r e c t o r  s h a l l  be p a id  t o  the 
comm iss ione r  o f  revenue f o r  d e p o s i t  i n  the  g e n e r a l  fund .

* Sec . 2 8 .  AS 2 1 . 2 7 . 4 5 0  i s  amended t o  r e a d :
Sec . 2 1 . 2 7 . 4 5 0 .  FINE IN LIEU OF ACTION AGAINST THE LICENSE.

Upon the  h e a r i n g  o f  an appe a l  f r om  an o r d e r  suspending o r  [ , ]  r e v o k in g  
[ ,  OR REFUSING TO RENEW] a l i c e n s e  i s s u e d  under t h i s  c h a p t e r ,  the
c o u r t ,  i f  i t  f i n d s  th a t  the  l i c e n s e e  i s  g u i l t y  o f  v i o l a t i o n  o f  the  l a v  
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and i f  i t  c o n s i d e r s  the  su spen s ion  o r  [ , ]  r e v o c a t i o n  [ ,  OR REFUSAL TO 
RENEW THE LICENSE] to o  s e v e r e  a p e n a l t y  unde r  the f a c t s  as f o und ,  may 
i n s t e a d  impose a f i n e  o f  n o t  more than  $ 2 , 5 0 0 .  Payment o f  the  f i n e  
w i t h i n  10 days a f t e r  i t s  im p o s i t i o n  r e i n s t a t e s  o r  r e s t o r e s  [SHALL 
REINSTATE, RESTORE, OR RENEW] th e  l i c e n s e .

* Sec . 2 9 .  AS 2 1 . 2 7 . 4 6 0 ( a )  i s  amended t o  r e a d :
( a )  Each l i c e n s e  i s s u e d  unde r  t h i s  c h a p t e r ,  a l t h o u g h  i s s u e d  and 

d e l i v e r e d  t o  the l i c e n s e e  a g e n t ,  b r o k e r ,  s o l i c i t o r ^  o r  a d j u s t e r ,  i s  
the  p r o p e r t y  o f  th e  s t a t e .  Upon the  [EXPIRATION,] t e rm i n a t i o n ,  sus -  
p ens ion^  o r  r e v o c a t i o n  o f  th e  l i c e n s e ,  th e  l i c e n s e e  o r  o t h e r  p e rson  
h av ing  p o s s e s s i o n  o r  cu s tody  o f  th e  l i c e n s e  s h a l l  im m ed ia te ly  d e l i v e r  
i t  to  the d i r e c t o r  e i t h e r  by p e r s o n a l  d e l i v e r y  o r  by m a i l .

* Sec . 3 0 .  AS 2 1 . 3 4 . 0 4 0 ( c )  i s  amended t o  r e a d :
( c )  A nonadm it ted  i n s u r e r  may be e l i g i b l e  t o  p r o v i d e  cove rage  in  

t h i s  s t a t e  i f  i t  q u a l i f i e s  unde r one o f  the  f o l l o w i n g :
( 1 )  a f o r e i g n  bu t n o n a l i e n  i n s u r e r  may q u a l i f y  under  t h i s  

s u b s e c t i o n  i f  i t  has a minimum c a p i t a l  and s u r p lu s  equa l  t o  th a t  
r e q u i r e d  i n  i t s  d o m i c i l i a r y  j u r i s d i c t i o n ^  o r  [ , ]  $ 1 , 5 0 0 , 0 0 0  on Septem­
b e r  18 , 1984 , [AND] $ 2 , 5 0 0 , 0 0 0  on June 2 0 ,  1 985 ,  [AND] $ 3 , 5 0 0 , 0 0 0  [ , ]  
on June 20 ,  T986, and $ 5 , 0 0 0 , 0 0 0  on June 2 0 ,  1987 ,  wh icheve r  i s
g r e a t e r ;

( 2 )  an a l i e n  i n s u r e r  may q u a l i f y  unde r t h i s  s u b s e c t i o n  i f  
i t  meets the  minimum c a p i t a l  and s u r p lu s  re q u i r em en t s  i n  ( 1 )  o f  t h i s  
s u b s e c t i o n  and m a in t a in s  i n  the U n i t e d  S t a t e s  an i r r e v o c a b l e  t r u s t  
fund i n  e i t h e r  a n a t i o n a l  bank o r  a member, o f  the  F e d e r a l  Rese rve  
sys tem , in  an amount n o t  l e s s  than  $1 , 5 0 0 , 0 0 0  [THAT REQUIRED AS M IN I­
MUM CAPITAL AND SURPLUS IN ( 1 )  OF THIS SUBSECTION], f o r  the p r o t e c t i o n  
o f  a l l  i t s  p o l i c y h o l d e r s  i n  the  U n i t e d  S t a t e s ;  the  t r u s t  fund must 
[SHALL] c o n s i s t  o f  i n s t rum en t s  o f  s u b s t a n t i a l l y  the same c h a r a c t e r  and
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q u a l i t y  as th o se  t h a t  a r e  e l i g i b l e  in ve s tm en ts  f o r  the  c a p i t a l  and 
s t a t u t o r y  r e s e r v e s  o f  adm it ted  i n s u r e r s  a u t h o r i z e d  t o  w r i t e  l i k e  k inds  
o f  in su ra n c e  i n  t h i s  s t a t e  o r  o f  i r r e v o c a b l e  l e t t e r s  o f  c r e d i t ;  the 
t r u s t  fund must [FUNDS SHALL] have an e x p i r y  da te  t h a t  a t  no t ime i s  
l e s s  than  f i v e  y e a r s ;

( 3 )  a L l o y d ' s  o r  o t h e r  s i m i l a r  u n in c o r p o r a t e d  group o f
a l i e n  i n d i v i d u a l  i n s u r e r s  may q u a l i f y  i f  i t  m a in t a in s  a t r u s t  fund  o f  
n o t  l e s s  th an  $ 5 0 , 0 0 0 , 0 0 0  as s e c u r i t y  t o  the f u l l  amount, f o r  a l l  
p o l i c y h o l d e r s  and c r e d i t o r s  i n  th e  U n i t e d  S t a t e s ,  o f  each member o f  
the  g r o u p ;

( 4 )  an " i n s u r a n c e  exchange" c r e a t e d  by the  laws o f  i n d i ­
v i d u a l  j t a t e s  may q u a l i f y  i f  i t  m a in t a in s  c a p i t a l  and s u r p l u s ,  o r  the 
s u b s t a n t i a l  e q u i v a l e n t ,  o f  n o t  l e s s  than  $ 1 5 , 0 0 0 , 0 0 0  i n  th e  a gg rega te ;  
i n  the e ven t  the  i n su ra n c e  exchange does n o t  m a in t a i n  funds f o r  the 
p r o t e c t i o n  o f  a l l  i t s  p o l i c y h o l d e r s ,  each i n d i v i d u a l  s y n d i c a t e  s h a l l  
meet the  minimum c a p i t a l  and s u r p lu s  r e q u i r em en ts  o f  ( 1 )  o f  t h i s  
s u b s e c t i o n .

*  Sec . 3 1 .  AS 2 1 . 3 6 . 2 1 0 ( a )  i s  amended t o  r e a d :
( a )  An i n s u r e r  may n o t  e x e r c i s e  i t s  r i g h t  t o  c a n ce l  a p o l i c y  o f  

p e r s o n a l  [AN] au tom ob i le  in su ra n c e  [POLICY] excep t  f o r  the  f o l l o w i n g  
r e a s o n s :

( 1 )  nonpayment o f  premium; o r
( 2 )  the  d r i v e r ' s  l i c e n s e  o r  m oto r  v e h i c l e  r e g i s t r a t i o n  o f

e i t h e r  the  named i n s u re d  o r  o f  an o p e r a t o r  who r e s i d e s  i n  the same 
househo ld  as the  named in s u r e d  o r  who c u s t o m a r i l y  o p e ra t e s  a motor 
v e h i c l e  i n s u r e d  under the  p o l i c y  has been unde r  su spen s ion  o r  r e v o c a ­
t i o n  du r ing  the  p o l i c y  p e r i o d  o r ,  i f  the  p o l i c y  i s  a r e n ew a l ,  du r ing  
i t s  p o l i c y  p e r i o d  o r  the 180 days im m ed ia te ly  p re c ed in g  i t s  e f f e c t i v e  
d a t e .
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* Sec . 3 2 .  AS 2 1 . 3 6 . 2 1 0 ( d )  i s  amended t o  r e a d :
(d )  Th is  s e c t i o n  does n o t  a p p ly  t o

( 1 )  th e  f a i l u r e  t o  renew a p o l i c y ,  excep t  as t o  cove rage  in  
f o r c e  f o r  l e s s  th an  12 monthsj_

( 2 )  a p o l i c y  t h a t  has been i n  e f f e c t  l e s s  than 60 days a t  
the  t ime 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  by the  i n s u r e r ,

( 3 ) a p o l i c y  i s s u e d  unde r  an au tom ob i le a s s igned  r i s k  p lan
o r  a u tom ob i le in s u r a n c e  p l a n ;

( 4 ) a p o l i c y  i n s u r i n g  more than  f o u r  moto r  v e h i c l e s ;
( 5 ) a p o l i c y  c o v e r in g  the  o p e r a t i o n  o f  a ga rage ;  au tomob i le

s a l e s  agency , r e p a i r  shop, o r  s e r v i c e  s t a t i o n ; o r  p u b l i c  p a rk ing
p l a c e ;

( 6 ) a p o l i - y  p r o v i d i n g  in su ra n c e  o n l y  on an excess b a s i s ;
( 7 ) any o t h e r  c o n t r a c t  p r o v i d i n g  in su ran ce  to  the named

in s u r e d ,  even though the  c o n t r a c t  may i n c i d e n t a l l y p ro v id e  in su rance
w i th  r e s p e c t  t o  m oto r  v e h i c l e s .
Sec . 3 3 .  AS 2 1 . 3 6 . 2 1 0 ( f )  i s  amended t o  r e a d :

( f )  An [NOTWITHSTANDING ( e )  OF THIS SECTION, AN] i n s u r e r  may not 
e x e r c i s e  i t s  r i g h t  t o  c an ce l  a p o l i c y  o f  p e r s o n a l  in su rance  o t h e r  than 
p e r s o n a l  a u t om ob i l e  in su ra n c e ,  e xcep t  f o r  the  f o l l o w i n g  rea son s  [ THE 
TYPE DESCRIBED IN ( e )  OF THIS SECTION I F  ONE OF THE FOLLOWING CON­
DITIONS OR CIRCUMSTANCES AR ISES ] :

( 1 )  nonpayment o f  premiums, i n c l u d in g  nonpayment o f  a d d i ­
t i o n a l  premiums, c a l c u l a t e d  i n  acco rdance  w i th  the  c u r r e n t  r a t i n g
manual o f  the i n s u r e r ,  j u s t i f i e d  by a p h y s i c a l  change in  the in su red  
p r o p e r t y  o r  a change i n  i t s  occupancy o r  u s e ;

( 2 )  c o n v i c t i o n  o f  the i n s u r e d  o f  a c r ime hav ing as one o f
i t s  n e c e s s a r y  e lemen ts  an ac t  i n c r e a s i n g  a h a za rd  in su re d  a g a in s t ;
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( 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  made 
by the  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  the i n s u r e d  i n  o b t a i n i n g  the 
i n su ra n c e  o r  by th e  i n s u r e d  i n  p u r su in g  a c l a im  unde r  th e  p o l i c y ;

( 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  om is s ion  by the 
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  the  h a za rd s  i n s u r e d  a g a i n s t ;  o r

( 5 )  p h y s i c a l  changes i n  the  i n su re d  p r o p e r t y  t h a t  r e s u l t  in  
the p r o p e r t y  becoming u n i n s u r a b l e .

* Sec . 3 4 .  AS 2 1 . 3 6  i s  amended by adding a new s e c t i o n  t o  r e a d ;
Sec . 2 1 . 3 6 . 2 1 5 .  LIMITS ON THE CANCELLATION OF BUSINESS OR COM­

MERCIAL INSURANCE POLICIES . ( a )  Except as a l l ow e d  by the  d i r e c t o r  
unde r (b )  o f  t h i s  s e c t i o n ,  an i n s u r e r  may e x e r c i s e  i t s  r i g h t  to  cance l  
a p o l i c y  o f  b u s in e s s  o r  commerc ia l  in su ran ce  o n l y  f o r  the  f o l l o w in g  
r e a s o n s :

( 1 )  nonpayment o f  premiums, i n c l u d i n g  nonpayment o f  a d d i ­
t i o n a l  premiums, c a l c u l a t e d  i n  accordance w i th  the  c u r r e n t  r a t i n g  
manual o f  the  i n s u r e r ,  j u s t i f i e d  by a p h y s i c a l  change i n  the in su red  
p r o p e r t y  o r  a change i n  i t s  occupancy o r  u s e ;

( 2 )  c o n v i c t i o n  o f  the  i n su re d  o f  a c r ime hav ing  as one o f  
i t s  n e c e s s a r y  e lemen ts  an a c t  i n c r e a s i n g  a h a z a rd  i n s u r e d  a g a in 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  made 
by the  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  the  i n s u r e d  i n  o b t a i n i n g  the 
i n su ra n c e  o r  by the  i n s u r e d  in  p u r su in g  a c la im  unde r the  p o l i c y ;

( 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  om is s ion  by the 
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  the h a za rd s  i n s u r e d  a g a in s t ;

( 5 )  p h y s i c a l  changes i n  the  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  in 
the  p r o p e r t y  becoming u n i n s u r a b l e ;

( 6 )  p h y s i c a l  changes i n  the  o p e r a t i o n s  o f  the i n su re d  tha t  
r e s u l t  i n  the p r o p e r t y  becoming u n in s u r a b l e ;

( 7 )  changes in  the r e i n s u r a n c e  program o f  the i n s u r e r  tha t  
CSHB 4 6 (L&C) - 1 8 -
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r e s u l t s  i n  an i n c r e a s e  o f  the  i n s u r e r ' s  r e t e n t i o n  o f  r i s k  on a s u b j e c t  
o f  i n s u r a n c e ;

( 3 )  changes i n  the  f i n a n c i a l  c o n d i t i o n  o f  the  i n s u r e r  
r e s u l t i n g  i n  a v i o l a t i o n  o f  AS 2 1 . 1 2 . 0 1 0 ;

( 9 )  a m a t e r i a l  change i n  the  law t h a t  a f f e c t s  the  coverage 
p r o v id e d  under th e  p o l i c y ;  o r

( 1 0 )  an e x c e s s i v e  number o f  c la im s  by the  i n s u r e d .
(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 ,  an i n s u r e r  may 

r e q u e s t  the  d i r e c t o r  t o  de te rm ine  i n  a p a r t i c u l a r  case whether 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 .  The d i r e c t o r  may a l l o w  the 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  the  d i r e c t o r  f i n d s  t h a t  the  c a n c e l l a ­
t i o n  i s  j u s t i f i e d .  The i n s u r e r  may n o t  implement the  re que s ted  can­
c e l l a t i o n  b e f o r e  r e c e i v i n g  the  a p p r o v a l  o f  the d i r e c t o r .

* Sec . 3 5 .  AS 2 1 . 3 6 . 2 2 0  i s  amended t o  r e a d :
Sec . 2 1 . 3 6 . 2 2 0 .  NOTICE OF CANCELLATION. An i n s u r e r  may no t 

e x e r c i s e  i t s  r i g h t  t o  c a n ce l  a p e r s o n a l  in su ran ce  p o l i c y  u n le 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 le d  o r  d e l i v e r e d  to  the named 
i n s u r e d ,  a t  the  add re ss  shown i n  th e  p o l i c y ,  a t  l e a s t  60̂  [ 2 0 ]  days 
b e f o r e  the  e f f e c t i v e  da te  o f  c a n c e l l a t i o n . However, i f  [ ,  EXCEPT THAT 
WHEN] c a n c e l l a t i o n  i s  f o r  nonpayment o f  premium^ the  n o t i c e  s h a l l  be 
m a i le d  o r  d e l i v e r e d  to  the named in s u r e d  a t  the  add re ss  shown in  the 
p o l i c y  a t  l e a s t  10 days b e f o r e  the  e f f e c t i v e  da te  o f  c a n c e l l a t i o n ^  and 
must [SHALL] i n c lu d e  o r  be accompanied by a s ta temen t  o f  the reason  
f o r  the  c a n c e l l a t i o n .  [THIS SECTION DOES NOT APPLY TO THE FAILURE TO 
RENEW A POLICY, EXCEPT AS TO COVERAGE IN FORCE FOR LESS THAN 12 
MONTHS. ]

* Sec . 3 6 .  AS 2 1 . 3 6 . 2 2 0  i s  amended by add ing new su b se c t i o n s  to  read :
(b )  An i n s u r e r  may n o t  e x e r c i s e  i t s  r i g h t  to  c a n ce l  a p o l i c y  o f
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b u s in e s s  o r  co m m erc ia l in s u ra n c e  u n le 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 le d  o r  d e l i v e r e d  to  th e  named in s u r e d ,  a t  th e  ad d ress  shown 
i n  th e  p o l i c y ,  and to  th 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  60 days 

b e fo r e  th e  e f f e c t i v e  d a te  o f  c a n c e l l a t i o n .  H ow ever, i f  c a n c e l l a t i o n  
i s  f o r  nonpayment o f  prem ium, th e  n o t i c e  s h a l l  be m a i le d  o r  d e l iv e r e d  

to  th e  named in s u re d  a t  th e  ad d ress  shown i n  th e  p o l i c y  and to  the  
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 days b e fo r e  th e  e f f e c t i v e  date  

o f  c a n c e l l a t i o n ,  and must in c lu d e  o r  be accom panied by a s ta te m e n t  o f  
th e  reaso n  f o r  th e  c a n c e l l a t i o n .

( c )  I f  an i n s u r e r  c a n c e ls  a p o l i c y  u n d er  (b )  o f  t h i s  s e c t io n ,  i t  
s h a l l  r e t u r n  o r  c r e d i t  any u n e a rn e d  premium to  th 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  to  th e  in s u r e d  o r  premium f in a n c e  company, i f  

a p p l i c a b l e ,  b e f o r e  th e  e f f e c t i v e  d a te  o f  c a n c e l l a t i o n ,  e x c e p t  t h a t
( 1 )  i f  c a n c e l l a t i o n  i s  f o r  nonpayment o f  premium, any 

u nearn ed  premium s h a l l  be r e t u r n e d  o r  c r e d i t e d  w i t h i n  45 days a f t e r  
th e  n o t ic e  o f  c a n c e l l a t i o n  is  g iv e n ;

( 2 )  i f  th e  p o l i c y  premium is  s u b je c t  to  a u d i t ,  th e  in s u r e r  
s h a l l  p e r fo rm  an a u d i t  w i t h i n  30 days o r th e  e f f e c t i v e  d a te  o f  the  

c a n c e l l a t i o n  and r e t u r n  o r  c r e d i t  any u n e arn ed  premium w i t h i n  30 days 
a f t e r  th e  c o m p le t io n  o f  th e  a u d i t .

*  Sec . 3 7 .  AS 2 1 .3 6 .2 4 0  is  amended to  re a d :
Sec. 2 1 . 3 6 . 2 4 0 .  FAILURE TO RENEW. An i n s u r e r  may n o t  f a i l  to  

renew  a p e rs o n a l  in s u ra n c e  p o l i c y  in  f o r c e  f o r  le s s  th a n  12 months. 
An i n s u r e r  may n o t  f a i l  to  renew  a p o l i c y  [ IN  FORCE FOR 12 MONTHS OR 

MORE] u n le s s  a w r i t t e n  n o t i c e  o f  n on ren ew a l i s  m a i le d  o r  d e l i v e r e d  to 
th e  named in s u r e d ,  a t  th e  ad d ress  shown i n  th e  p o l i c y ,  a t  l e a s t  20 

days f o r  a p e r s o n a l  in s u ra n c e  p o l i c y ,  and a t  l e a s t  45 days f o r  a 
b u s in e s s  o r co m m e rc ia l in s u ra n c e  p o l i c y ,  b e fo r e  th e  e x p i r a t i o n  d a te  o f 
th e  p o l i c y  [ , ] o r  o f  th e  a n n iv e r s a r y  d a te  o f  a p o l i c y  w r i t t e n  f o r  a 
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te rm  lo n g e r  th a n  one 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 te .  T h is  
s e c t io n  does n o t  a p p ly

(1 )  i f  th e  i n s u r e r  has i n  good f a i t h  m a n i fe s te d  i n  any way 
i t s  w i l l i n g n e s s  to  renew ;

( 2 )  i n  case o f  nonpayment o f  premium f o r  th e  e x p i r in g
p o l i c y ;  o r

(3 )  i f  th e  in s u r e d  f a i l s  to  pay the  premium as r e q u i r e d  by 
th e  in s u r e r  f o r  r e n e w a l .

*  Sec. 3 8 .  AS 2 1 .3 6 .2 5 0  i s  amended to  r e a d :
Sec. 2 1 .3 6 . 2 5 0 .  NOTICE OF E L IG IB IL IT Y .  When a p o l i c y  o f  automo­

b i l e  l i a b i l i t y  in s u ra n c e  i s  c a n c e l l e d ,  o th e r  th a n  f o r  nonpayment o f  
premium, o r  i s  n o t  renewed i n  a c co rd a n ce  w i t h  [FOR FAILURE TO RENEW A 

POLICY OF AUTOMOBILE L IA B IL IT Y  INSURANCE TO WHICH] AS 2 1 .3 6 .2 4 0  [AP­
PLIES] , th e  in s u r e r  s h a l l  n o t i f y  th e  named in s u re d  o f  p o s s ib le  e l i g i ­
b i l i t y  f o r  a u to m o b ile  in s u ra n c e  th ro u g h  th e  a u to m o b ile  as s ig n e d  r i s k  
p la n ,  o r  a u to m o b ile  in s u ra n c e  p l a n .  The n o t i f i c a t i o n  must [SHALL] 
accompany o r  be in c lu d e d  i n  th 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 re n e v a l
r e q u i r e d  by AS 2 1 .3 6 .2 2 0  [AS 2 1 .3 6 . 2 3 0 ]  and 2 1 .3 6 . 2 4 0 .

*  Sec. 3 9 . AS 2 1 .3 6  is  amended by a d d in g  a new s e c t io n  to  re a d :
Sec. 2 1 .3 6 . 2 5 5 .  PREMIUM REFUND. I f  an in s u ra n c e  p o l i c y  is  

c a n c e le d ,  r e j e c t e d ,  o r  r e s c in d e d ,  th e  i n s u r e r  s h a l l  r e fu n d  th e  premium
p a id  by th e  in s u re d  as f o l lo w s :

(1 )  th e  e n t i r e  premium p a id ,  i f  the  in s u r e r  has n o t  been 
exposed to  a r i s k  o f  lo s s ;  o r

(2 )  th e  p o r t io n  o f  th e  premium c o rre s p o n d in g  p r o p o r t i o n a t e ­
l y  to  th e  u n e x p ire d  p e r io d  o f  c o v e ra g e ,  when the  in s u ra n c e  coverag e  is  

f o r  a d e f i n i t e  p e r io d  o f  t im e  and th e  in s u r e d  s u r re n d e rs  th e  p o l i c y .
*  Sec. 4 0 .  AS 2 1 .3 6 .3 1 0  is  amended to  re a d :

Sec. 2 1 .3 6 . 3 1 0 .  D E F IN IT IO N S . In  AS 2 1 .3 6 .2 1 0  -  2 1 .3 6 .3 1 0
C SH B  4 6 ( L & C )
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( 1 )  "b u s in e s s  o r  co m m e rc ia l in s u ra n c e "  means in s u ra n c e  
o th e r  th a n  p e r s o n a l  in s u r a n c e ,  l i f e  in s u ra n c e ,  d i s a b i l i t y  in s u ra n c e ,  
f i d e l i t y  and s u r e ty  in s u r a n c e ,  t i t l e  in s u r a n c e ,  o r  an a n n u i t y  con­
t r a c t  ;

( 2 )  "nonpayment o f  premium" means f a i l u r e  o f  th e  named 
in s u r e d  to  d is c h a rg e  when due any o b l i g a t i o n s  o f  th e  named in s u re d  in  

c o n n e c t io n  w i t h  th e  payment o f  premium on a p o l i c y ,  o r  any i n s t a l lm e n t  
o f  th e  prem ium, w h e th e r  th e  premium i s  p a y a b le  d i r e c t l y  to  th e  in s u r 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 er any premium f in a n c e  p la n  o r  e x te n s io n  
o f  c r e d i t ;

( 3 )  " p e rs o n a l  a u to m o b i le  in s u ra n c e "  means in s u ra n c e  not 
r e l a t e d  t o  b u s in e s s  o r  co m m erc ia l a c t i v i t i e s ,  c o v e r in g  [ ( 2 )  "POLICY" 

MEANS AN INSURANCE POLICY COVERING THE RISKS AND EXPOSURES LISTED IN  
AS 2 1 . 3 6 . 2 1 0 ( e )  OR AN AUTOMOBILE POLICY THAT INCLUDES] a u to m o b ile  

l i a b i l i t y , u n in s u re d  o r  u n d e r in s u re d  m o t o r is t s  [COVERAGE, UNINSURED 
MOTORIST COVERAGE], a u to m o b ile  m e d ic a l  payments [COVERAGE], o r  automo­
b i l e  p h y s ic a l  damage [COVERAGE], t h a t  i s  d e l i v e r e d  o r  is s u e d  f o r  
d e l i v e r y  in  t h i s  s t a t e  [INSURING AS THE NAMED INSURED, ONE INDIVIDUAL  

OR HUSBAND AND WIFE RESIDENT OF THE SAME HOUSEHOLD] , and u nd er which  
th e  in s u r e d  v e h i c le s  a re  o f  th e  f o l l o w i n g  ty p e s  o n ly :

(A) a m otor v e h i c l e  o f  th e  p r i v a t e  p asseng er o r  s t a ­
t i o n  wagon ty p e  t h a t  i s  n o t  used as a p u b l i c  o r  l i v e r y  convey­
an ce , n o r  r e n te d  to  o th e r s ;  o r

(B) any o th e r  f o u r - w h e e l  m otor v e h i c l e  w i t h  a load  
c a p a c i t y  o f  1 ,5 0 0  pounds o r  le s s  t h a t  i s  n o t  used in  th e  occupa­
t i o n ,  p r o fe s s io n ^  o r  b u s in e s s  o f  th e  in s u r e d ,  n o r  used as a 

p u b l i c  o r  l i v e r y  conveyance^ n o r  r e n t e d  t o  o th e r s ;
(A) " p e rs o n a l  in s u ra n c e "

(A) means p e r s o n a l  a u to m o b i le  in s u r a n c e ,  o r  in s u ra n c e  
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c o v e r in g
( i )  l o s s  o f  o r  damage t o  r e a l  p r o p e r t y  t h a t  i s  

used p r e d om in an t l y  f o r  r e s i d e n t i a l  pu rposes  and t h a t  does 
n o t  c o n s i s t  o f  more than  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  damage 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 ouseh o ld  f u r n i t u r e ,  f i x t u r e s  
and equipment l o c a t e d  i n  n o t  more than f o u r  d w e 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 on s  f o r  l o s s  
o f ,  damage t o  o r  i n j u r y  t o  p e rsons  o r  p r o p e r t y  i f  the  i n ­
su rance  does 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 rom  o r  i n  con­
n e c t i o n  w i th  b u s in e s s  o r  commerc ia l  a c t i v i t i e s ;

(B )  does n o t  i n c lu d e  an a n nu 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 ew a l "  o r  " renew" means
(A) the  i s su an c e  and d e l i v e r y  [BY AN INSURER] o f  an 

in su ran ce  [A] p o l i c y  [REPLACING] a t  the  end o f  the  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 su ed  and d e l i v e r e d  by the 
same in su re r j _  [ , ]

(B )  the  i s su an ce  and 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 tend ing  the  te rm  o f  a p o l i c y  beyond i t s  p o l i c y  p e r i o d  o r  
ternn_ [ ,  ] o r

(C) the e x t e n s i o n  o f  the  term o f  a p o l i c y  beyond i t s  
p o l i c y  p e r i o d  o r  te rm  unde r  a p r o v i s i o n  f o r  e x tend ing  the  p o l i c y  
by payment o f  a c o n t i n u a t i o n  premium.

* Sec . 4 1 .  AS 2 1 . 8 4 . 4 3 0 ( c )  i s  amended t o  r e a d :
( c )  The d i r e c t o r  may r e f u s e  t o  i s s u e  o r  may suspend o r  revoke  

[RENEW] an in su ra n c e  a g e n t ' s  l i c e n s e  i f ,  i n  the judgment o f  the  d i r e c ­
t o r ,  the  p ropo sed  l i c e n s e e  i s  n o t  t r u s tw o r t h y  and competent t o  a c t  as
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a g e n t ,  o r  has g iv e n  cause f o r  r e v o c a t io n  o r  suspension  o f  the  l i c e n s e ,  
o r  has f a i l e d  to  comply w i t h  a p r e r e q u i s i t e  f o r  th e  is s u a n c e  [OR 
RENEWAL, AS THE CASE MAY BE,] o f  th e  l i c e n s e .

*  Sec . 4 2 .  AS 2 1 .8 8 .0 5 0  i s  amended to  re a d :
Sec. 2 1 .8 8 .0 5 0 .  POWERS AND DUTIES OF THE CORPORATION. ( a )  The

c o r p o r a t io n  s h a l l

(1 )  i n  th e  form  ap p roved  by th e  d i r e c t o r ,  is s u e  to  a l l  

p h y s i c i a n s , n u rs e s ,  n u rs e  m id w iv e s , and h o s p i t a l s  who a re  found t o  be 
a c c e p ta b le  r i s k s  u nd er s ta n d a rd s  d e ve lo p ed  u n d er  (5 )  o f  t h i s  sub­
s e c t io n ,  and who pay th e  premiums f o r  i t ,  a c o n t r a c t  or c o n t r a c t s  

in d e m n ify in g  p h y s ic ia n s , n u rs e s ,  n u rs e  m id w iv e s , and h o s p i t a l s  and 

t h e i r  employees who a re  h e a l t h  c a r e  p r o v id e r s  a g a in s t  lo ss  by re a s o n  

o f  l i a b i l i t y  f o r  co vered  c la im s  f o r  an a c t  o r  o m is s io n  in  the  d e l i v e r y  

o f  p r o f e s s io n a l  h e a l t h  c a re  i n  t h i s  s t a t e ,  and a g re e in g  to  t e n d e r  on 
b e h a l f  o f  th e  p h y s ic i a n s ,• n u r s e s , n u rs e  m id w iv e s , and h o s p i t a l s  and 
t h e i r  employees who a re  h e a l t h  c a re  p r o v id e r s  a d e fe n s e  to  a c o v e re d  

c la im  i n  a p ro c e e d in g  b ro u g h t u n d e r  AS 0 9 .5 5 .5 3 0  -  0 9 .5 5 .5 6 0 ;  the  
l i m i t s  o f  l i a b i l i t y  f o r  p o l i c i e s  is s u e d  by th e  c o r p o r a t io n  s h a l l  be 

approved  by th e  d i r e c t o r ;  the  c o n t r a c t  s h a l l  c o v e r  th e  defense a g a in s t  j 
b u t  need n o t  in d e m n ify  l i a b i l i t y  f o r  p u n i t i v e  damages a r i s i n g  f ro m  a I
c o v e re d  c la im ;  a t  th e  o p t io n  o f  th e  c o r p o r a t io n ,  i f  approved by the
d i r e c t o r ,  and f o r  an a d d i t i o n a l  premium th e  c o n t r a c t  may cover c la im s  

a g a in s t  th e  p h y s i c i a n , n u rs e ,  n u rs e  m id w i fe ,  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 io n a l  s e r v ic e s  p e rfo rm e d  by th e  p h y s i c i a n , n u rs e , n u rs e  

m i d w i f e , o r  h o s p i t a l  f o r  any p e r i o d  b e fo r e  th e  c o n t r a c t  is  is s u e d ,  
e x c e p t  t h a t  co verag e  w i l l  n o t  be p r o v id e d  f o r  a c la im  a l r e a d y  f i l e d  or 
t h a t  [OF WHICH] th e  p h y s i c ia n , n u r s e ,  n u rs e  m id w i fe ,  o r  h o s p i t a l  had 
o r re a s o n a b ly  s h o u ld  have had n o t i c e  a t  the  t im e  th e  r e t r o a c t i v e  

in s u ra n c e  was p urchased ;
CSHB 4 6 (L&C) - 2 4 -



1
2
3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

24

25

26

27

28

29

WORK D R A FT  WORK D RA FT WORK D R A FT

( 2 )  charge a premium f o r  t h e  p r o t e c t i o n  p r o v id e d  by the  
c o n t r a c t s  i s su ed  by the  c o r p o r a t i o n  wh ich  s h a l l  be de te rm ined  by the  
board  o f  g o v e rn o r s  i n  accordance w i th  AS 21 . 8 8 . 0 8 0  and s u b j e c t  to  the  
a p p r o v a l  o f  the  d i r e c t o r ;

( 3 )  comply w i th  o r  be s u b j e c t  t o  AS 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 ,  AS 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 ,  AS 2 1 . 1 2 . 0 2 0 ( b ) - ( e ) ,  AS 2 1 . 1 8 ,  AS 2 1 . 2 1 ,  AS 2 1 .2 4  and 
AS 2 1 . 3 6 ;  and s h a l l  be exempt f rom p a r t i c i p a t i o n  as a member i n s u r e r  
in  the A l a s k a  In su ra n c e  Gua ran ty  C o r p o r a t i o n ;

( 4 )  c a r r y  ou t  the  o b l i g a t i o n s  o f  the  c o n t r a c t s  i s sued  by 
the c o r p o r a t i o n  by d e fend ing  a l l  c o v e r e d  c la im s  made a g a in s t  in su red  
h e a l t h  c a r e  p r o v i d e r s  and by paying a l l  l i a b i l i t i e s  t h a t  [WHICH] a re  
f i n a l l y  a d ju d i c a t e d  a g a in s t  the i n su re d  h e a l t h  c a re  p r o v i d e r  o r  t h a t  
[WHICH] may i n  th e  o p in i o n  o f  the c o r p o r a t i o n  r e a s o n a b l y  be expected
to  be f i n a l l y  a d ju d i c a t e d  a g a in s t  th e  h e a l t h  c a re  p r o v i d e r  to  the
ex ten t  o f  the  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 tanda rd 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 ;  in
e s t a b l i s h i n g  th e se  s tanda rd s  the c o r p o r a t i o n  may ex c lu de  an a p p l i c a n t  
f o r  i n s u r a n c e  based on i n d i v i d u a l  l i s k  s e l e c t i o n  f a c t o r s ,  bu t  may no t 
exc lude  an a p p l i c a n t  based o n l y  on th e  c l a s s i f i c a t i o n  o f  the  a p p l i ­
cant .

( b )  The c o r p o r a t i o n  may
( 1 )  employ 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 ,  to 

d i sch a rg e  i t s  o b l i g a t i o n s  and pay r e a s o n a b l e  compensat ion  f o r  these 
s e r v i c e s ;  employees o f  th e  c o r p o r a t i o n  a r e  no t  c o n s id e re d  s t a t e  em­
p loyees  ;

( 2 )  n e g o t i a t e  f o r  and p r o c u r e  r e i n s u r a n c e  f rom  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  any and a l l  l i a b i l i t y  i n c u r r e d  by 
c o n t r a c t s  i s su ed  by i t ;
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(3 )  p ro v id e  co verag e  to  in s u r e d s  f o r  o t h e r  h a z a rd s  custom­
a r i l y  in c lu d e d  in  m e d ic a l  m a lp r a c t ic e  in s u r a n c e  p o l i c i e s  when th e r e  is  

a f i n d i n g  by th e  d i r e c t o r  t h a t  t h i s  c o v erag e  i s  n o t  a v a i l a b l e  to  

in su red s  o f  th e  M e d ic a l  In d e m n ity  C o r p o r a t io n  o f  A la s k a  i n  th e  p r iv a t e  
in s u ra n c e  m a rk e t  a t  a c o m p e t i t iv e  p r i c e ;

( 4 )  borrow  o r  advance funds n e c e s s a ry  to  c a r r y  out the 
purposes o f  th e  c o r p o r a t io n ;

( 5 )  n e g o t ia t e  and become a p a r t y  to  th o s e  c o n t r a c t s  as are  

n ecessary  t o  c a r r y  o u t  th e  purposes o f  t h e  c o r p o r a t io n ;
( 6 )  sue o r  be sued in  the  name o f  th e  c o r p o r a t io n ;
( 7 )  p ro v id e  r i s k  management a d v ic e  and s e r v ic e s  to  h o s p i­

t a l s  ;
( 8 )  n e g o t ia t e  and become a p a r t y  to  c o n t r a c t s  f o r  manage­

ment s e r v ic e s  f o r  th e  c o r p o r a t io n ;

( 9 )  p e r fo rm  a l l  o th e r  ac ts  n e c e s s a ry  and p ro p e r  to  c a r ry  
out the d u t i e s  o f  th e  c o r p o r a t io n ;

( 1 0 )  i n  a form  approved  by th e  d i r e c t o r  and f o r  an a d d i t i o n ­
a l  premium d e te rm in e d  u n d er AS 2 1 . 8 8 . 0 8 0 ,  is s u e  endorsem ents which 

p ro v id e  in d e m n ity  f o r  c la im s  n o t  y e t  r e p o r t e d  w h ich  a r i s e  ou t o f 
p r o f e s s io n a l  s e r v ic e s  re n d e re d  d u r in g  a p e r io d  o f  c o n tin u o u s  coverage  

under th e  o r i g i n a l l y  is s u e d  c o n t r a c t ,  t o  p h y s i c ia n s , n u r s e s ,  nurse 
m id w iv e s , and h o s p i t a l s  who pay th e  prem ium  f o r  i t  and who a re  t e r m i ­
n a t in g  t h e i r  o r i g i n a l  co vered  c la im s  c o n t r a c t  w i t h  th e  c o r p o r a t io n  fo r  
a p e r io d  o f  n o t  le s s  th a n  one y e a r ;

( 1 1 )  s u b je c t  to  a p p ro v a l  by t h e  d i r e c t o r ,  e x te n d  coverage
to  a p e rs 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 re  s e r v ic e s  in
the s t a t e  u n d e r  th e  s u p e r v is io n  o f  a p h y s i c ia n .

*  Sec. A3. AS 2 1 .8 8 .9 0 0  is  amended by a d d in g  new p a ra g ra p h s  to  re a d :
( 1 7 )  "n u rs e "  means a nurse  l i c e n s e d  under AS 0 8 .6 8 ;
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( 1 8 )  "n u r s e  m idw i fe "  means a r e g i s t e r e d  p r o f e s s i o n a l  nu rse  
who i s  c e r t i f i e d  as an advanced n u r s e  p r a c t i t i o n e r  under AS 0 8 . 6 8 . -  
4 1 0 ( 1 )  and a u t h o r i z e d  t o  p r a c t i c e  as a n u r s e  m idw i fe  unde r  r e g u l a t i o n s  
adopted  under AS 0 8 . 6 8 .

* Sec . 4 4 .  AS 2 1 . 9 0 . 9 0 0  i s  amended t o  r e a d :
Sec . 2 1 . 9 0 . 9 0 0 .  DEFINITIONS FOR TITLE. I n  t h i s  t i t l e ,  u n le s s  

the  c o n t e x t  r e q u i r e s  o t h e rw i s e ,
( 1 )  " a d j u s t e r "  means a p e r s o n  who, f o r  compensat ion  as an

independen t c o n t r a c t o r  o r  as an employee o f  an independen t c o n t r a c t o r ,
o r  f o r  f e e  o r  commiss ion , i n v e s t i g a t e s  and a d j u s t s  c la im s  a r i s i n g
under in su ra n c e  c o n t r a c t s  on b e h a l f  o f  the  i n s u r e r ,  but does no t
in c lu d e  an a t t o r n e y  a t  law who a d j u s t s  in su ra n c e  l o s s e s  f rom time to
t ime i n c i d e n t a l  t o  the  p r a c t i c e  o f  law o r  a s a l a r i e d  employee o f an
i n s u r e r ;

( 2 )  ’ ’ a gen t "  means a p e r s o n  appo in ted  by an i n s u r e r to
s o l i c i t  a p p l i c a t i o n s  f o r  in su ra n c e  o r  a n n u i t i e s  on i t s  b e h a l f ,  and i f
a u t h o r i z e d  t o  do s o ,  t o  e f f e c t u a t e  and c o u n t e r s ig n  in su ra n c e  con­
t r a c t s ,  excep t  l i f e  o r  d i s a b i l i t y  in su ra n c e  o r  a n n u i t i e s ,  ana to
c o l l e c t  premiums on in su ra 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 "  means an i n s u r e r  fo rmed under the laws
o f  a c o u n t r y  o t h e r  than the  U n i te d  S t a t e s  o f  Amer ica ,  i t s  s t a t e s ,
d i s t r i c t s ,  t e r r i t o r i e s ,  and commonwealths;

( 4 )  [ ( 2 ) ]  " a u t h o r i z e d  i n s u r e r "  means an i n s u r e r  a u th o r i z e d
by a [SUBSISTING] c e r t i f i c a t e  o f  a u t h o r i t y  i s su ed  by the  d i r e c t o r  to
t r a n s a c t  in su ra n c e  in  t h i s  s t a t e ;

( 5 )  " b r o k e r "  means a p e r s on  who i s  n o t  an agent o f  the
i n s u r e r  and who, on b e h a l f  o f  the  i n s u r e d ,  f o r  compensat ion  as an 
independen t c o n t r a c t o r  by commission 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  in su ra n c e  o r  r e i n s u r a n c e  o r  th e  renewa l  o r  con t inuance  o f

- 2 7 - CS HB 4 6 ( L & C )
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i n s u r a n c e  or r e i n s u r a n c e ;  or  i n  a n y  m a n n e r  ai d s  in 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 e m e n t ,  r e n e w a l ,  or  c o n t i n u a n c e  o f  i n s u r a n c e  or 

r e i n s u r a n c e ,  f o r  i n s u r e d s  or 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  the 

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  the c o m m i s s i o n e r  of  the

D e p a r t m e n t  of 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 ;

(7) [(A)] " c o u r t "  m e a n s  s u p e r i o r  court;

(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  of  the d i v i s i o n  of

i n s u r a n c e ;

(9) [(6)] " d i v i s i o n "  m e a n s  the d i v i s i o n  of  i n s u r a n c e ,

D e p a r t m e n t  of 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 ;

(10) [(7)] " d o m e s t i c  i n s u r e r "  m e a n s  an  i n s u r e r  f o r m e d  u n d e r  

the laws o f  t h i s  state;

(11) " f i r m "  m e a n s  an  o r g a n i z a t i o n  of  two o r  m o r e  l i c e n s e e s  

a c t i n g  in 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  in a p a r t n e r s h i p ,  c o r p o­

ratio n ,  or o t h e r w i s e ,  o r  an  o r g a n i z a t i o n  in w h i c h  a s i n g l e  l i c e n s e e  

has less t h a n  50 p e r c e n t  o w n e r s h i p  i n t e r e s t  in t h e  o r g a n i z a t i o n ;

(12) [(8)] " f o r e i g n  i n s u r e r "  m e a n s  an  i n s u r e r  f o r m e d  u n d e r  

the lavs of  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  an a l i e n  

i n s u r e r ;

(13) " i n d e p e n d e n t  a d j u s t e r "  m e a n s  an a d j u s t e r  r e p r e s e n t i n g  

the i n t e r e s t s  of  the i n surer;

(14) [(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  that f o r m  of

li 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  or

less, w i t h  the 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  the face as p a r t

of the 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  are p a y a b l e  m o n t h­

ly or m o r e  often;

(15) [(10)] " 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  one u n d e r­

takes to i n d e m n i f y  a n o t h e r  „r p a y  or  p r o v i d e  a s p e c i f i e d  or

CS H B  4 6 (L&C) -28-



d e t e r m i n a b l e  a m o u n t  or 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 ;

(16) [(11)] " 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  as i n d e m n i­

tor, r ;rety, or c o n t r a c t o r  in the 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  or of  a n n u i t y ;

(17) [(12)] " p e r s o n "  h a s  the m e a n i n g  g i v e n  in A S  0 1 . 1 0 . 0 6 0  

a n d  i n c l u d e s  an 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  

s e r v i c e  or h o s p i t a l  s e r v i c e  p l a n  as d e f i n e d  in A S  21 . 8 7 ,  r e c i p r o c a l  or 

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  

in the 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 ;

(18) t. '3)] " p o l i c y "  m e a n s  the w r i t t e n  c o n t r a c t  o f  or w r i t ­

ten a g r e e m e n t  for 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 ,  and 

i n c l u d e s  all 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  to it 

a n d  a p a r t  of it;

(19) [(14)] " p r e m i u m "  m e a n s  the 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  or c o l l e c t e d ,  

i n c l u d i n g  an a s s e s s m e n t ,  or  -membership, 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  or 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

anc e  c o n t r a c t ;

(20) " s o l i c i t o r "  m e a n s  an i n d i v i d u a l  a u t h o r i z e d  b y  an a g e n t  

or b r o k e r  to s o l i c i t  a p p l i c a t i o n s  for i n s u r a n c e  as a r e p r e s e n t a t i v e  of 

the a g e n t  or b r o k e r  a n d  to c o l l e c t  p r e m i u m s  in  c o n n e c t i o n  w i t h  the 

i n s u r a n c e ;

(21) [(15)] " s t a t e "  m e a n s  a state, 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 ,  or p o s s e s s i o n  o f  the U n i t e d  S t a t e s  of 

A m e r i c a ;

(22) [(16)] " t r a n s a c t "  w i t h  r e s p e c t  to 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 ;

(B) p r e l i m i n a r y  n e g o t i a t i o n s ;

- 2 9 -  CSHB 4 6 (L&C)
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(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  to 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  of  i n s u r a n c e  a n d  a r i s i n g  o u t  o f  it;

(23) [(17)] " 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  to t r a n s a c t  i n s u r a n c e  in this state.

* Sec. 45. A S  2 1 . 9 0  is 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  to read:

Sec. 2 1 . 9 0 . 9 1 0 .  E X C E P T I O N S  F R O M  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  of

" 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 "  in A S  2 1 . 9 0 . 9 0 0  

do 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  the p e r f o r­

m a n c e  of 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  an  a p p l i c a t i o n  for i n s u r a n c e  f r o m  t i m e  to ti m e  in the o f f i c e  

of the e m p l o y i n g  a g e n t  if the e m p l o y e e ' s  c o m p e n s a t i o n  is n o t  c o n t i n­

g e n t  u p o n  or r e l a t e d  to the 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 ,  or

p r e m i u m s ;

(2) the a t t o r n e y - i n - f a c t  of a r e c i p r o c a l  i n s u r e r ,  or the

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  of a r e c i p r o c a l  or 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  on a c o m m i s s i o n  basis.

* Sec. 46. 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 . 2 7 . 0 4 0 ( b ) ,  2 1 . 2 7 . -

470, 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 . -

210(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 .

CSHB 4 6 (L&C) - 3 0 -
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5 - 0 3 0 6 L

F o r d

3 / 2 3 / 8 7

O r i g i n a l  s p o n s o r s :  N a v a r r e ,  S w a c k h a m m e r
a n d  S u n d

IN T H E  H O U S E
B Y  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

C S  F O R  H O U S E  B I L L  NO. 46 (L&C)

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to i n s u r a n c e ;  a n d  p r o v i d i n g  for an

e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. A S  2.1 . 0 9 . 2 5 0  is a m e n d e d  to read:

Sec. 2 1 . 0 9 . 2 5 0 .  P R O H I B I T E D  ACTS. A n  i n s u r e r  d o i n g  b u s i n e s s  in 

t h i s  s t a t e  m a y  n o t  m a k e ,  w r i t e ,  p l a c e  or c a u s e  to b e  m a d e ,  w r i t t e n  or

p l a c e d  i n  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  insur- ,

a n c e  o f  a n y  k i n d  o r  c h a r a c t e r ,  or g e n e r a l  or f l o a t i n g  p o l i c y  u p o n  

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  or l o c a t e d  in this state, from 

or t h r o u g h  a b r o k e r ,  a g e n 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 ^  or 

p e r s o n  w h o  h a s  n o t  s e c u r e d  a l i c e n s e  i n  t h i s  state. A n  i n s u r e r  m a y  

n o t  p a y  a c o m m i s s i o n  or  a n y  f o r m  of r e m u n e r a t i o n  to a p e r s o n ,  f i r m ^  or 

o r g a n i z a t i o n  f o r  t h e  w r i t i n g  or  p l a c i n g  o f  i n s u r a n c e  c o v e r a g e  in this 

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

b y  the d i r e c t o r .

* Sec. 2. A S  2 1 . 0 9 . 2 8 0  is a m e n d e d  to read:

Sec. 2 1 . 0 9 .c 30 . G E N E R A L  A G E N T S  [A N D  M A N A G E R S ]. (a) A n  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 its g e n e r a l  a g e n t  [OR M A N A G E R ]  to r e p r e s e n t  it 

in th i s  s t a t e  s h a l l  f i l e  n o t i c e  of the a p p o i n t m e n t  w i t h  the d i r e c t o r  

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

(b) A  g e n e r a l  a g e n t  [OR M A N A G E R ]  has t h e  a u t h o r i t y ,  c o n s i s t e n t  

w i t h  this title, t h a t  m a y  b e  c o n f e r r e d  b y  the i n s u r e r .  g e n e r a l  

a gent, 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  in A S  2 1 . 2 7 . 0 9 0 ,  l i c e n s e d  as 

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

-1- CSHB 4 6 (L&C)
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in A S  2 1 . 2 7 , m a y  e x e r c i s e  the p o w e r s  c o n f e r r e d  b y  t h i s  t i t l e  u p o n  

a g e n t s  l i c e n s e d  f o r  the k i n d s  o f  i n s u r a n c e  that the g e n e r a l  a g e n t  is 

a u t h o r i z e d  to t r a n s a c t  f o r  the i n s u r e r  a p p o i n t i n g  the ag e n t .

(c) T h e  [ E X C E P T  A S  P R O V I D E D  U N D E R  A S  2 1 . 2 7 . 5 0 0 ,  THE] a p p o i n t m e n t  

o f  a r e s i d e n t  o r  n o n r e s i d e n t  g e n e r a l  a g e n t  is n o t  e f f e c t i v e  u n l e s s  the 

p e r s o n  a p p o i n t e d  is l i c e n s e d  as t h e  g e n e r a l  a g e n t  o f  the i n s u r e r  b y  

t h e  d i r e c t o r  u p o n  a p p l i c a t i o n  a n d  p a y m e n t  o f  a f e e  set u n d e r  A S  21.- 

0 6 . 250.

(d) E v e r y  l i c e n s e  is s u b j e c t  to the p a y m e n t  o f  a n  a n n u a l  f e e  set 

u n d e r  A S  2 1 . 0 6 . 2 5 0  a n d  p a y a b l e  on  o f  b e f o r e  [E X P I R E S  AT] the c l o s e  of 

b u s i n e s s  o n  the 3 0 t h  d a y  o f  J u n e  o f  e a c h  y e a r  [ F O L L O W I N G  T H E  D A T E  OF 

ISSUE, A N D  M A Y  B E  R E N E W E D  F O R  A N  A D D I T I O N A L  Y E A R  U P O N  A P P L I C A T I O N  A N D  

P A Y M E N T  O F  T H E  FEE].

(e) T h e  d i r e c t o r  m a y  deny, s u s p e n d ,  or r e v o k e  a l i c e n s e  for any 

c a u s e  s p e c i f i e d  i n  A S  2 1 . 2 7 . 4 1 0  i n  the m a n n e r  p r o v i d e d  in A S  2 1 . 2 7 . -  

420.

* Sec. 3, A S  2 1 . 0 9 . 2 8 0  is 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  to read:

(f) P e r s o n s  e m p l o y e d  o n  s a l a r y  b y  a n  insurer, i n c l u d i n g  o f f i c e r s

a n d  s a l a r i e d  e m p l o y e e s  p e r f o r m i n g  the sa m e  s e r v i c e s  as g e n e r a l  agents,

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

b e  l i c e n s e d .

(g) F o r  p u r p o s e s  o f  this s e c t i o n ,  a person, firm, or c o r p o r a t i o n  

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

g e n e r a l  a g e n t  if

(1) t h e  p e r s o n ,  firm, or c o r p o r a t i o n  is a w h o l l y - o w n e d

s u b s i d i a r y  o f  the i n s u r e r ;

(2) t h e  p e r s o n ,  firm, or  c o r p o r a t i o n  w h o l l y  o w n s  the i n s u r­

er; or

(3) t h e  p e r s o n ,  firm, o r  c o r p o r a t i o n  is a w h o l l y - o w n e d

C S H B  4 6 (L&C) -2-
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s u b s i d i a r y  o f  the i n s u r a n c e  h o l d i n g  c o m p a n y  that o w n s  o r  c o n t r o l s  the 

i n s u r e r .

* Sec. 4. A S  2 1 , 2 7 . 0 2 0  is a m e n d e d  to read:

Sec. 2 1 . 2 7 . 0 2 0 .  G E N E R A L  Q U A L I F I C A T I O N S  F O R  L I C E N S E .  F o r  the 

p r o t e c t i o n  o f  the p e o p l e  o f  this state, the d i r e c t o r  m a y  n o t  i s s u e  [OR 

RE N E W ]  a l i c e n s e  e x c e p t  i n  c o m p l i a n c e  w i t h  this c h a p t e r  [, 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 ^  f o u n d  b y  the d i r e c t o r  to 

b e  u n t r u s t w o r t h y ,  i n c o m p e t e n t ,  o r  w h o  has n o t  e s t a b l i s h e d  to the 

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

A C C O R D A N C E  WITH] t h i s ' c h a p t e r .

* Sec. 5. A S  2 1 . 2 7 . 0 3 0 ( a )  is a m e n d e d  to read:

(a) T h e  d i r e c t o r  m a y  n o t  g r a n t  a n  agent, s o l i c i t o r ,  or  b r o k e r  

l i c e n s e  to a p e r s o n  if the d i r e c t o r  h a s  r e a s o n a b l e  c a u s e  to b e l i e v e  

th a t

[(1) D U R I N G  E I T H E R  O F  T H E  T W O  C A L E N D A R  Y E A R S  I M M E D I A T E L Y  

P R E C E D I N G  T H E  R E Q U E S T  F O R  R E N E W A L  O F  T H E  L I C E N S E  T H E  A G G R E G A T E  A M O U N T  

O F  C O M M I S S I O N S  R E P R E S E N T E D  B Y  T H E  C O N T R O L L E D  B U S I N E S S  P R O C U R E D  B Y  O R  

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

R E P R E S E N T E D  B Y  A L L  O T H E R  I N S U R A N C E  B U S I N E S S  P R O C U R E D  B Y  O R  T H R O U G H  THE 

L I C E N S E E ;  O R

(2)] the c i r c u m s t a n c e s  o f  the a p p l i c a n t  f o r  the l i c e n s e  [OR 

O F  A  L I C E N S E E ]  are s u c h  [AS T O  C A U S E  T H E  D I R E C T O R  R E A S O N A B L Y  TO 

B E L I E V E ]  t h a t  d u r i n g  the 1 2 - m o n t h  p e r i o d  i m m e d i a t e l y  f o l l o w i n g  i s s u­

a n c e  [OR R E N E W A L ]  o i  the li c e n s e ,  if i s s u e d  [OR R E N E W E D ] ,  the a g g r e­

g a t e  a m o u n t  o f  c o m m i s s i o n s  to b e  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 i­

ne s s  w o u l d  e x c e e d  the a g g r e g a t e  a m o u n t  o f  c o m m i s s i o n s  to be r e p r e­

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

t he a p p l i c a n t  [OR L I C E N S E E ] .

* Sec. 6. A S  2 1 . 2 7 . 0 3 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:
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(d) T h e  d i r e c t o r  m a y  r e v o k e  an agent, s o l i c i t o r ,  o r  b r o k e r  

l i c e n s e  if the d i r e c t o r  h a s  r e a s o n a b l e  c a u s e  to b e l i e v e  t h a t  d u r i n g
i

e i t h e r  o f  the trwo p r e c e d i n g  c a l e n d a r  y e a r s  t h e  a g g r e g a t e  a m o u n t  of ! 

c o m m i s s i o n s  r e p r e s e n t e d  b y  t h e  c o n t r o l l e d  b u s i n e s s  p r o c u r e d  b y  or
j

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

r e p r e s e n t e d  b y  a l l  o t h e r  i n s u r a n c e  b u s i n e s s  p r o c u r e d  b y  or  t h r o u g h  the 

l i c e n s e e .

* Sec. 7. A S  2 1 . 2 7 . 0 6 0  is a m e n d e d  to read:

Sec. 2 ( . 2 7 . 0 6 0 .  E X A M I N A T I O N  O F  A P P L I C A N T S .  (a) E a c h  a p p l i c a n t  | 

f o r  a n  i n d i v i d u a l  l i c e n s e  as a g e n t ,  b r o k e r ,  s o l i c i t o r ,  o r  a d j u s t e r  

s hall, b e f o r e  the i s s u a n c e  o f  t h e  l i c e n s e ,  p e r s o n a l l y  t a k e  a n d  p a s s ^  

to t h e  s a t i s f a c t i o n  of  the d i r e c t o r ^  an  e x a m i n a t i o n  g i v e n  b y  the j 

d i r e c t o r  as a te s t  o f  the q u a l i f i c a t i o n s  a n d  c o m p e t e n c e  o f  t h e  a p p l i -  j 

cant. T h i s  r e q u i r e m e n t  d o e s  n o t  a p p l y  to

(1) a p p l i c a n t s  f o r  l i m i t e d  l i c e n s e s ,  as t r a v e l  i n s u r a n c e  1 

a g e n t s  only, u n d e r  A S  2 1 . 2 7 . 1 5 0 ,  or, at the d i s c r e t i o n  of  t h e  d i r e c -  1 

tor, to a p p l i c a n t s  f o r  l i c e n s e s  as d i s a b i l i t y  i n s u r a n c e  a g e n t s  f o r  the 

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

ation;

(2) a p p l i c a n t s  w h o  a t  a n y  t i m e  w i t h i n  the f i v e - y e a r  p e r i o d  

i m m e d i a t e l y  p r e c e d i n g  the d a t e  o f  a p p l i c a t i o n  h a v e  b e e n  l i c e n s e d  in 

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

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

q u a l i f i e d  a n d  com p e t e n t ;

(3) a p p l i c a n t s  f o r  l i c e n s e  as n o n r e s i d e n t  a g e n t  or  as 

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

t h e i r  s t a t e  or p r o v i n c e  o f  r e s i d e n c e  a n d  w h o  a r e  c o n s i d e r e d  b y  the 

d i r e c t o r  to b e  f u l l y  q u a l i f i e d  a n d  c o m p e t e n t ;

(4) a p p l i c a n t s  f o r  an  a g e n t  o r  s o l i c i t o r  l i c e n s e  c o v e r i n g

CSHB 4 6 (L&C) - 4 -



1

2

3

4

5

6

7

8

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  D R A F T  W O R K  D R A F T  W O R K  D R A F 1*

the s a m e  k i n d s  o f  i n s u r a n c e  as a n  a g e n t ' s  o r  s o l i c i t o r ' s  l i c e n s e  th e n  

h e l d  b y  them.

(b) T h e  d i r e c t o r  m a y  at a n y  t i m e  r e q u i r e  a n  i n d i v i d u a l  [A] 

l i c e n s e d  as a n  agent, b r o k e r ,  s o l i c i t o r ,  or  a d j u s t e r  to t a k e  a n d  

s u c c e s s f u l l y  pa s s  a n  e x a m i n a t i o n  t e s t i n g  c o m p e t e n c e  a n d  q u a l i f i c a t i o n s  

as a c o n d i t i o n  to the c o n t i n u a n c e  [OR R E N E W A L ]  o f  the l i c e n s e  i f  the 

l i c e n s e e  h a s  b e e n  g u i l t y  o f  v i o l a t i o n  o f  t h i s  ti t l e ,  or h a s  so c o n­

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

to d e s i r e  f u r t h e r  e v i d e n c e  o f  t h e  q u a l i f i c a t i o n s  o f  the l i c e n s e e .

* Sec. 8. A S  2 1 . 2 7 . 0 9 0 ( a )  is a m e n d e d  to read:

(a) T o  q u a l i f y  f o r  an i n d i v i d u a l  a g e n t  o r  b r o k e r  l i c e n s e  an 

a p p l i c a n t  s h a l l  c o m p l y  w i t h  this t i t l e  a n d

(1) b e  19 y e a r s  of a g e  o r  o v e r  [, IF A N  I N D I V I D U A L ] ;

(2) if for a r e s i d e n t  a g e n t ' s  o r  b r o k e r ' s  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  b e f o r e  i s s u a n c e  o f  l i c e n s e  [,] a n d  a c t u a l l y  r e s i d e  

in t h e  s t a t e  [ R E S I D I N G  IN A L A S K A ,  O R  I F  A  C O R P O R A T I O N ,  B E  O T H E R  T H A N  

A N  I N S U R E R  A N D  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  P L A C E  O F  B U S I N E S S  IN 

T H I S  ST A T E ,  E X C E P T  AS  P R O V I D E D  IN A S  2 1 . 2 7 . 2 7 0 ] ;

(3) [BE E M P O W E R E D  T O  B E  A N  A G E N T  O R  B R O K E R ,  A S  T H E  C A S E  M A Y  

BE, U N D E R  ITS M E M B E R S '  A G R E E M E N T ,  IF  A  F I RM, O R  B Y  ITS A R T I C L E S  OF 

I N C O R P O R A T I O N ,  I F  A  C O R P O R A T I O N ;

(4)] s u c c e s s f u l l y  p a s s  a n y  e x a m i n a t i o n  r e q u i r e d  u n d e r  AS

2 1 . 2 7 . 0 6 0 ;

(4) [(5)] b e  a t r u s t w o r t h y  person;;

(5) [(6)] n o t  i n t e n d  to u s e  o r  u s e  t h e  l i c e n s e  f o r  the 

p u r p o s e  p r i n c i p a l l y  o f  w r i t i n g  c o n t r o l l e d  b u s i n e s s ,  as d e f i n e d  i n  AS 

2 1 . 2 7 . 0 3 0 ;

(6) [(7)] if f o r  an  a g e n t  l i c e n s e ,  b e  a p p o i n t e d  as its 

a g e n t  b y  o n e  or m o r e  a u t h o r i z e d  i n s u r e r s ,  s u b j e c t  to i s s u a n c e  o f  the
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1 i c e n s e , e x c e p t  t h a t  an  i n d i v i d u a l  a c t i n g  on  b e h a l f  o f  a f i r m  is n o t  

r e q u i r e d  to h a v e  a n  a p p o i n t m e n t  as a n  a g e n t  f o r  t h a t  a c t i v i t y ;

(7) [(8)] if  f o r  b r o k e r  l i c e n s e ,  h a v e  h a d  e x p e r i e n c e  e i t h e r  

as a n  a g e n t ,  s o l i c i t o r ,  a d j u s t e r ,  g e n e r a l  a g e n t ,  b r o k e r ,  o r  as an 

e m p l o y e e  o f  i n s u r e r s  or r e p r e s e n t a t i v e s  o f  i n s u r e r s ,  o r  s p e c i a l  e d u c a­

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

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

n e c e s s a r y  to f u l f i l l  the r e s p o n s i b i l i t i e s  o f  b r o k e r .

* Sec. 9. A S  2 1 . 2 7 . 0 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) T o  q u a l i f y  f o r  a f i r m  a g e n t  o r  broker' l i c e n s e  a n  a p p l i c a n t

s h a l l  c o m p l y  w i t h  t h i s  t i t l e  a n d

(1) c o m p l y  w i t h  (a)(5) a n d  (6) o f  this s e c t i o n ;

(2) if a c o r p o r a t i o n ,  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  p l a c e

of  b u s i n e s s  i n  th i s  state, e x c e p t  as p r o v i d e d  i n  A S  2 1 . 2 7 . 2 7 0 .

* Sec. 10. A S  2 1 . 2 7 . 1 3 0  is a m e n d e d  to read:

Sec. 2 1 . 2 7 . 1 3 0 .  C O N T E N T  O F  A G E N T ,  B R O K E R ,  S O L I C I T O R  L I C E N S E S .

A g e n t ,  s o l i c i t o r ,  a n d  b r o k e r  l i c e n s e s  m u s t  [SHALL] b e  i n  t h e  f o r m  the 

d i r e c t o r  p r e s c r i b e s ,  a n d  m u s t  [SHALL] set out

(1) t h e  n a m e  a n d  a d d r e s s  of  t h e  l i c e n s e e ,  o r  i f  the l i c­

e n s e e  is r e q u i r e d  to h a v e  a p l a c e  o f  b u s i n e s s ,  the a d d r e s s  o f  the 

p l a c e  o f  b u s i n e s s ;

(2) i f  the a g e n t  or b r o k e r  is a f i r m  [OR C O R P O R A T I O N ] ,  the 

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

l i c e n s e  as r e q u i r e d  b y  A S  2 1 . 2 7 . 1 4 0  [ E A C H  I N D I V I D U A L  A U T H O R I Z E D  TO 

E X E R C I S E  T H E  P O W E R S  C O N F E R R E D  B Y  T H E  L I C E N S E ] ;

(3) the k i n d  or  k i n d s  o f  i n s u r a n c e  the l i c e n s e e  is [ T H E R E­

BY] l i c e n s e d  to h a n d l e ;

(4) if a s o l i c i t o r ' s  lic e n s e ,  the n a m e  a n d  a d d r e s s  of the 

a g e n t  or  b r o k e r  r e p r e s e n t e d  b y  the s o l i c i t o r ;
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(5) t h e  c o n d i t i o n  u n d e r  w h i c h  the l i c e n s e  is g r a n t e d ;

(6) t h e  d a t e  o f  i s s u a n c e  [AND D A T E  O F  E X P I R A T I O N ]  of the

l i c e n s e .

* Sec. 11. A S  2 1 . 2 7 . 1 4 0  is a m e n d e d  to read:

Sec. 21 .27. 140. L I C E N S E S  T O  F I R M S  [AND C O R P O R A T I O N S ] .  A  fi r m  

s h a l l  h a v e  a f i r m  l i c e n s e  of  the s a m e  d e g r e e  as e a c h  i n d i v i d u a l  l i­

c e n s e e  a c t i n g  o n  b e h a l f  o f  the firm. A  f i r m  [OR C O R P O R A T I O N ]  m a y  n o t

b e  l i c e n s e d  as a n  a d j u s t e r ,  a g e n t ^  or  b r o k e r  u n l e s s  e a c h  i n d i v i d u a l  

a c t i n g  as o r  r e p r e s e n t i n g  to b e  a n  a d j u s t e r ,  agent, o r  b r o k e r  o n

b e h a l f  o f  the f i r m  is l i c e n s e d  as an  i n d i v i d u a l ,  a n d  the p r i n c i p a l  or

m a n a g e r  o f  the f i r m  is l i c e n s e d  as a n  i n d i v i d u a l  to e x e r c i s e  all the 

p o w e r s  c o n f e r r e d  b y  the f i r m ’s l i c e n s e .  If the l i c e n s e e  k n o w s  o f  and 

c o n s e n t s  to a n  a c t  or r e p r e s e n t a t i o n  o n  b e h a l f  o f  t h e  f i r m  b y  an 

i n d i v i d u a l  w h o  is n o t  l i c e n s e d  as r e q u i r e d  b y  th i s  c h a p t e r ,  th a t  act 

or r e p r e s e n t a t i o n  [TO B E  E M P O W E R E D  A N D  D E S I G N A T E D  IN T H E  L I C E N S E  TO 

E X E R C I S E  T H E  P O W E R S  C O N F E R R E D  B Y  T H E  L I C E N S E  IS Q U A L I F I E D  A S  T H O U G H  

T H E  I N D I V I D U A L  W E R E  T H E  S O L E  I N D I V I D U A L  T O  BE  SO E M P O W E R E D ,  E X C E P T  

T H A T  A  F I R M  O R  C O R P O R A T I O N  L I C E N S E D  F O R  A L L  L I N E S  M A Y  E M P O W E R  A N D  

D E S I G N A T E  A N Y  I N D I V I D U A L ,  O T H E R  T H A N  T H E  P R I N C I P A L  O R  M A N A G E R ,  L I­

C E N S E D  F O R  O N L Y  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  T O  E X E R C I S E  THE 

P O W E R S  C O N F E R R E D  B Y  T H E  L I C E N S E  T O  T H E  E X T E N T  T H A T  I N D I V I D U A L  IS 

Q U A L I F I E D  T O  AC T .  E X E R C I S E  O R  A T T E M P T E D  E X E R C I S E  O F  T H E  P O W E R S  B Y  A N  

I N D I V I D U A L  N O T  SO D E S I G N A T E D ,  W I T H  T H E  K N O W L E D G E  O R  C O N S E N T  O F  THE 

L I C E N S E E , ]  is c a u s e  f o r  the r e v o c a t i o n  o r  s u s p e n s i o n  of the f i r m  

l i c e n s e .

* Sec. 12. A S  2 1 . 2 7 . 1 7 0 ( b )  is a m e n d e d  to read:

(b) T h e  d i r e c t o r  s h a l l  i s s u e  to the a g e n t  a s p e c i a l  v e n d i n g  

m a c h i n e  l i c e n s e  f o r  e a c h  m a c h i n e  to b e  used. T h e  l i c e n s e  m u s t  [SHALL] 

s p e c i f y  the n a m e  a n d  a d d r e s s  of  the i n s u r e r  a n d  agent, the n a m e  o f  t h e
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p o l i c y  to b e  sold, the s e r i a l  n u m b e r  o f  the m a c h i n e ,  a n d  the p l a c e  

w h e r e  the m a c h i n e  is to b e  in o p e r a t i o n .  T h e  l i c e n s e  is_ [ S H A L L  BE] 

s u b j e c t  to [ A N N U A L  C O N T I N U A T I O N ,  T O  E X P I R A T I O N , ]  s u s p e n s i o n  or  r e v o c a­

t i o n  c o i n c i d e n t a l l y  w i t h  t h a t  o f  the ag e n t .  T h e  d i r e c t o r  s h a l l  also 

r e v o k e  the l i c e n s e  o n  a m a c h i n e  i f  the d i r e c t o r  f i n d s  that t h e  c o n d i­

tio n s  u p o n  w h i c h  the m a c h i n e  w a s  l i c e n s e d ,  u n d e r  [AS R E F E R R E D  T O  IN] 

(a) o f  t h i s  s e c t i o n ,  n o  l o n g e r  exist. P r o o f  o f  the e x i s t e n c e  of a 

[ S U B S I S T I N G ]  l i c e n s e  s h a l l  b e  d i s p l a y e d  o n  o r  a b o u t  e a c h  v e n d i n g  

m a c h i n e  in u s e  i n  t h e  m a n n e r  the d i r e c t o r  m a y  r e a s o n a b l y  r e q u i r e .

* Sec. 13. A S  2 1 . 2 7 . 1 9 0 ( a )  is a m e n d e d  to read:

(a) E a c h  a p p l i c a n t  f o r  a b r o k e r  l i c e n s e  [OR F O R  T H E  R E N E W A L  O F  A  

B R O K E R  L I C E N S E  E X I S T I N G  O N  J U L Y  1, 1966,] s h a l l  f i l e  w i t h  the a p p l i c a­

t i o n  [OR R E Q U E S T  F O R  R E N E W A L ]  a n d  s h a l l  a f t e r  t h a t  [THE R E A F T E R ]  m a i n­

t a i n  i n  f o r c e  w h i l e  [SO] l i c e n s e d  a b o n d  i n  f a v o r  o f  the p e o p l e  o f  the 

state, e x e c u t e d  b y  a n  a u t h o r i z e d  c o r p o r a t e  s u r e t y  a p p r o v e d  b y  the 

d i r e c t o r ,  i n  the a m o u n t  o f  $5,0 0 0 .  T h e  b o n d  m a y  b e  c o n t i n u o u s  in 

form, a n d  t o t a l  a g g r e g a t e  l i a b i l i t y  o n  t h e  b o n d  m a y  b e  l i m i t e d  to the 

p a y m e n t  o f  $ 5 , 0 0 0 .  T h e  b o n d  m u s t  [SHALL] b e  c o n t i n g e n t  o n  t h e  a c­

c o u n t i n g  b y  the b r o k e r ^  to a [ANY] p e r s o n  r e q u e s t i n g  the b r o k e r  to 

o b t a i n  i n s u r a n c e  or to a p e r s o n  f r o m  w h o m  the b r o k e r  o b t a i n s  i n s u r­

an c e  , f o r  m o n e y  o r  p r e m i u m s  c o l l e c t e d  in c o n n e c t i o n  w i t h  the i n s u r a n c e  

[ T H E R E W I T H ] .  ...

* Sec. 14. A S  2 1 . 2 7 . 1 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

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

m a i n t a i n s  in  f o r c e  the b o n d  d e s c r i b e d  in (a) of this s e c t i o n  is ex e m p t  

f r o m  t h e  r e q u i r e m e n t s  o f  (a) of  this section.

* Sec. 15. A S  2 1 . 2 7 . 2 0 0 ( a )  is r e p e a l e d  a n d  r e e n a c t e d  to read:

(a) A  b r o k e r  is n o t  an a g e n t  or  o t h e r  r e p r e s e n t a t i v e  o f  an 

i n s u r e r  a n d  d o e s  n o t  h a v e  p o w e r  as a b r o k e r  to b i n d  the i n s u r e r  

C S H B  4 6 (L&C) -8-
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1 r e g a r d i n g  a r i s k  o r  an  i n s u r a n c e  contract,

2 * Sec. 16. A S  21 .27.200 is 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  to read:

3 (c) In d e t e r m i n i n g  a n  i n s u r e d ' s  e n t i t l e m e n t  to  c o v e r a g e  o r  

r e t u r n  p r e m i u m ,  a p r e m i u m  p a y m e n t  m a d e  to a b r o k e r  s h a l l  b e  c o n s i d e r e d

5 r e c e i v e d  b y  the i n s u r e r  if

6 (1) the p a y m e n t  was, at the t i m e  it w a s  m a d e ,  d e s i g n a t e d  

f o r  s p e c i f i c  c o v e r a g e ;  a n d

8 (2) the i n s u r e r  a c c e p t e d  o r  a c k n o w l e d g e d  c o v e r a g e  b y  i s s u -

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

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

c o v e r a g e  is a u t h o r i z e d  b y  a n  i n s u r e r .

(e) E x c e p t  as p r o v i d e d  u n d e r  (c) o f  this s e c t i o n ,  t h i s  s e c t i o n

is n o t  i n t e n d e d  to a l t e r  t h e  c o m m o n  l a w  o f  a g e n c y  as a p p l i e d  to t r a n s­

a c t i o n s  u n d e r  th i s  title.

* Sec. 17. A S  2 1 . 2 7 . 2 4 0 ( a )  is a m e n d e d  to read:

(a) A n  a g e n t  or b r o k e r  w h o  e m p l o y s  a s o l i c i t o r  s h a l l  p a y  the

[THE] f e e  f o r  i s s u a n c e  o r  a n n u a l  f e e  f o r  c o n t i n u a t i o n  [ R E N E W A L ]  of a 

s o l i c i t o r  l i c e n s e  [SHALL B E  P A I D  B Y  T H E  A G E N T  O R  B R O K E R  B Y  W H O M  T H E  

S O L I C I T O R  IS E M P L O Y E D ] .

* Sec. 18. A S  2 1 . 2 7 . 3 0 0  is a m e n d e d  to read:

Sec. 2 1 . 2 7 . 3 0 0 .  C O N T E N T S  O F  L I C E N S E .  T h e  d i r e c t o r  s h a l l  p r e­

s c r i b e  the f o r m  of  a d j u s t e r  l i cense, w h i c h  m u s t  c o n t a i n

(1) t h e  n a m e  a n d  b u s i n e s s  a d d r e s s  o f  the a d j u s t e r ;

(2) d a t e  of i s s u a n c e  [AND D A T E  OF E X P I R A T I O N ]  o f  t h e  l i­

cense;

(3) o t h e r  s t a t e m e n t s  p r o p e r  to the p u r p o s e s  o f  t h e  l i c e n s e .

* Sec. 19. AS  2 1 . 2 7 . 3 5 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) I n  a d d i t i o n  to t h e  r e c o r d  r e q u i r e d  u n d e r  (a) o f  th i s  s e c­

tion, e a c h  a g e n t  or b r o k e r  s h a l l  h a v e  a n d  m a i n t a i n  at t h e  a g e n t ' s  or
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b r o k e r ' s  p r i n c i p a l  p l a c e  o f  b u s i n e s s  c u r r e n t  a c c o u n t i n g  a n d  f i n a n c i a l  

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

p r i n c i p l e s .  T h e  d i r e c t o r  m a y  r e q u e s t  s u m m a r y  or d e t a i l e d  c o p i e s  for 

e x a m i n a t i o n  b y  t h e  d i v i s i o n .  R e c o r d s  e x a m i n e d  u n d e r  t h i s  s u b s e c t i o n  

a r e  c o n f i d e n t i a l  w h e n  in the p o s s e s s i o n  of  the d i v i s i o n ,  b u t  m a y  be 

u s e d  b y  the d i r e c t o r  in a p r o c e e d i n g  a g a i n s t  the l i c e n s e e .  F o r  p u r­

p o s e s  o f  this s u b s e c t i o n ,  the r e c o r d s  of  a f i r m  s h a l l  b e  c o n s i d e r e d  

t h e  r e c o r d s  o f  an i n d i v i d u a l  a g e n t  or  b r o k e r  a c t i n g  o n  b e h a l f  o f  the 

firm.

* Sec. 20. A S  2 1 . 2 7 . 3 6 0 ( b )  is a m e n d e d  to read:

(b) A l l  funds, e x c e p t  t h o s e  m a d e  p a y a b l e  to t h e  i n s u r e r ,  v'" ’e-

s e n t i n g  p r e m i u m s  or r e t u r n  p r e m i u m s  r e c e i v e d  b y  a n  a g e n t  or b r o k e r ,  

s h a l l  b e  r e c e i v e d  in the f i d u c i a r y  a c c o u n t  o f  the a g e n t  or b r o k e r ,  a n d  

s h a l l  b e  d e p o s i t e d  :.n a b a n k  a c c o u n t  or d e p o s i t o r y  s e p a r a t e  f r o m  any 

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

p a i d  to the i n s u r e d ,  ins u r e r ,  or  a g e n t  e n t i t l e d  to the funds. For 

p u r p o s e s  of  th i s  s u b s e c t i o n ,  the f i d u c i a r y  a c c o u n t  o f  the f i r m  s h all 

b e  c o n s i d e r e d  the f i d u c i a r y  a c c o u n t  o f  an i n d i v i d u a l  a g e n t  or b r o k e r  

a c t i n g  o n  b e h a l f  of  the firm. F u n d s  d e p o s i t e d  i n t o  a f i d u c i a r y  

a c c o u n t  m a y  n o t  b e  c o m m i n g l e d  or o t h e r w i s e  c o m b i n e d  w i t h  o t h e r  funds, 

e x c e p t  as a l l o w e d  u n d e r  (d) of this section.

* Sec. 21. A S  2 1 . 2 7 . 3 6 0  is 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  to read:

(d) A n  a g e n t  or b r o k e r  m a y  c o m m i n g l e  w i t h  p r e m i u m  funds, a d d i­

t i o n a l  f u n d s  for the p u r p o s e  o f  a d v a n c i n g  p r e m i u m s ,  e s t a b l i s h i n g  

r e s e r v e s  f o r  the p a y m e n t  o f  r e t u r n  p r e m i u m s , or r e s e r v e s  for r e c e i v i n g  

a n d  t r a n s m i t t i n g  p r e m i u m  or r e t u r n  p r e m i u m  funds. F u n d s  c o l l e c t e d  for 

the p a y m e n t  o f  p r e m i u m  taxes, p o l i c y  or f i l i n g  fees, la t e  p a y m e n t  

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

m i n g l e d  in a f i d u c i a r y  a c count, b u t  s h a l l  b e  s e p a r a t e l y  a c c o u n t e d  for 
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a n d  p e r i o d i c a l l y  r e m o v e d  f r o m  the f i d u c i a r y  a c c o u n t .

(e) A n  a g e n t  or  b r o k e r  m a y  n o t  t r e a t  f u n d s  r e q u i r e d  to b e  i n  a

f i d u c i a r y  a c c o u n t  as a p e r s o n a l  asset, as c o l l a t e r a l  f o r  a p e r s o n a l  or 

b u s i n e s s  loan, o r  as a p e r s o n a l  a s s e t  o r  i n c o m e  on  a f i n a n c i a l  st a t e -

4
m e n t ,  e x c e p t  t h a t  f u nds in  a f i d u c i a r y  a c c o u n t  m a y  b e  i n c l u d e d  in a 

f i n a n c i a l  s t a t e m e n t  of  the a g e n t  o r  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 

f i d u c i a r y  a c c o u n t  assets.

(f) In this se c t i o n ,  " f i d u c i a r y  a c c o u n t "  m e a n s  a n  a c c o u n t  in 

w h i c h  the a g e n t  or  b r o k e r  h o l d s  f u n d s  as a t r u s t e e  f o r  t h e  i nsured, 

i n s u r e r , o r  a g e n t  e n t i t l e d  to the f u n d s .

* Sec. 22. A S  2 1 . 2 7 . 3 8 0  is r e p e a l e d  a n d  r e e n a c t e d  to read:

Sec. 2 1 . 2 7 . 3 8 0 .  A N N U A L  F E E  F O R  L I C E N S E S .  (a) A n  a n n u a l  f e e  set

u n d e r  A S  21 . 0 6 . 2 5 0  for r e s i d e n t  a n d  n o n r e s i d e n t  agent, solicitor., and 

a d j u s t e r  l i c e n s e s  is due on  or b e f o r e  the c l o s e  o f  b u s i n e s s  o n  the 

3 0 t h  d a y  o f  June.

(b) A n  a n n u a l  fee set u n d e r  A S  2 1 . 0 6 . 2 5 0  f o r  r e s i d e n t  a n d  n o n­

r e s i d e n t  b r o k e r  l i c e n s e s  is due on  or b e f o r e  the c l o s e  o f  b u s i n e s s  on 

the 3 1 s t  d a y  o f  D e c e m b e r .

(c) A n  a g e n t  o r  b r o k e r  s h a l l  f i l e  the a n n u a l  f e e  set u n d e r  

AS  2 1 . C 6 . 2 5 0  o n  b e h a l f  o f  a s o l i c i t o r  e m p l o y e d  b y  the a g e n t  or brok e r .

(d) If p a y m e n t  of  the a n n u a l  l i c e n s e  fee is n o t  r e c e i v e d  b y  the 

d i r e c t o r  b e f o r e  the due d a t e  as r e q u i r e d  u n d e r  this s e c t i o n ,  the 

l i c e n s e e  s h a l l  p a y  to the d i r e c t o r  a n d  the d i r e c t o r  s h a l l  c o l l e c t ,  in 

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

u n d e r  A S  2 1 . 0 6 . 2 5 0 .  This s u b s e c t i o n  m a y  n o t  b e  c o n s i d e r e d  to e x e m p t  a 

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

a v a l i d  lic e n s e .

* Sec. 23. AS  2 1 . 2 7 . 3 9 0 ( a )  is a m e n d e d  to read:

(a) T h e  d i r e c t o r  m a y  a d o p t  r e g u l a t i o n s  r e g a r d i n g  the i s s u a n c e  of
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2 9 1

1
an  a g e n t  or b r o k e r  t e m p o r a r y  l i c e n s e  to

(1) the s u r v i v i n g  s p o u s e  or n e x t  of  k i n  or to t h e  a d m i n i s­

t r a t o r  o r  e x e c u t o r  o f  a d e c e a s e d  l i c e n s e d  a g e n t  or  b r o k e r ;

(2) the spouse, n e x t  o f  kin, e m p l o y e e ,  or l e g a l  g u a r d i a n  of

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

ity, or i n j u r y ;

(3) a s u r v i v i n g  m e m b e r ^  [OF A  F I R M  O R  S U R V I V I N G ]  o f f i c e r ^

o r  e m p l o y e e  of  a f i r m  [ C O R P O R A T I O N ]  l i c e n s e d  as a g e n t  o r  broker_j_ u p o n

t h e  d e a t h  o f  the p r i n c i p a l  or m a n a g e r  o f  tha f i r m  h o l d i n g  t h e  same 

l i c e n s e s  as t h e  f i r m  [AN I N D I V I D U A L  D E S I G N A T E D  IN T H E  F I R M  O R  C O R P O­

R A T I O N ' S  L I C E N S E  T O  E X E R C I S E  P O W E R S  T H E R E U N D E R ] ;

(4) the d e s i g n e e  o f  a l i c e n s e d  a g e n t  w h o  e n t e r s  a c t i v e  

s e r v i c e  i n  t h e  a r m e d  f o r c e s  of t h e  U n i t e d  States;

(5) a p e r s o n  p r e p a r i n g  f o r  e x a m i n a t i o n  f o r  p e r m a n e n t  l i­

c e n s e  u n d e r  t h e  s u p e r v i s i o n  o f  a n  a u t h o r i z e d  ins u r e r .

* Sec. 24. A S  2 1 . 2 7 . 4 1 0 ( a )  is a m e n d e d  to read:

(a) T h e  d i r e c t o r  m a y  r e f u s e  to i s s u e  a l i c e n s e  o r  m a y  s u s p e n d  or

[,] r e v o k e  [, O R  R E F U S E  T O  R E N E W ]  a l i c e n s e  i s s u e d  u n d e r  th i s  c h a p t e r

o r  a s u r p l u s  l i n e  b r o k e r  l i c e n s e , o r  m a y  r e f u s e  to r e n e w  a s u r p l u s  

l i n e  b r o k e r  lic e n s e ,  for a c a u s e  s p e c i f i e d  in  a n o t h e r  [ANY OTHER] 

p r o v i s i o n  o f  this title, or for a n y  o f  the f o l l o w i n g  c a u s e s :

(1) for a [ANY] c a u s e  f o r  w h i c h  i s s u a n c e  o f  t h e  l i c e n s e

c o u l d  h a v e  b e e n  r e f u s e d  h a d  it t h e n  e x i s t e d  a n d  b e e n  k n o w n  to the

d i r e c t o r ;

(2) if the l i c e n s e e  or  a p p l i c a n t  w i l f u l l y  v i o l a t e s  or 

k n o w i n g l y  p a r t i c i p a t e s  in the v i o l a t i o n  o f  a p r o v i s i o n  o f  th i s  title;

(3) if the l i c e n s e e  o r  a p p l i c a n t  has o b t a i n e d  or  a t t e m p t e d  

to o b t a i n  the l i c e n s e  t h r o u g h  w i l f u l  m i s r e p r e s e n t a t i o n  o r  fraud, or

h a s  f a i l e d  to p a s s  an [ANY] e x a m i n a t i o n  r e q u i r e d  u n d e r  this c h a p t e r ;

CSHB 4 6 (L&C) -12-
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(4) if the l i c e n s e e  or a p p l i c a n t  h a s  m i s a p p r o p r i a t e d  or

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

b e  h e l d  in a f i d u c i a r y  c a p a c i t y ;

(5) i f  t h e  l i c e n s e e  or a p p l i c a n t  has, w i t h  i n t e n t  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 e f f e c t  of  a n  i n s u r a n c e  

c o n t r a c t ;  or h a s  e n g a g e d  or is a b o u t  to e n g a g e  in  a f r a u d u l e n t  t r a n s­

ac t i o n ;

(6) i f  t h e  l i c e n s e e  or  a p p l i c a n t  has b e e n  g u i l t y  of  " t w i s t­

i n g / ’ u n d e r  A S  2 1 . 3 6 . 0 5 0 ,  or o f  r e b a t i n g ,  u n d e r  A S  2 1 . 3 6 . 1 0 0 ;

(7) i f  t h e  l i c e n s e e  or a p p l i c a n t  h a s  b e e n  c o n v i c t e d ,  b y

f i n a l  j u d g m e n t ,  o f  a felony;

(8) if i n  the c o n d u c t  o f  a f f a i r s  u n d e r  t h e  l i c e n s e ,  the

l i c e n s e e  e x h i b i t s  c o n d u c t  c o n s i d e r e d  b y  the d i r e c t o r  to r e f l e c t  i n c o m­

pe t e n c e ,  u n t r u s t w o r t h i n e s s ,  or  a s o u r c e  of i n j u r y  a n d  loss to the

p u b l i c ;

(9) i f  the l i c e n s e e  or a p p l i c a n t  has d e a l t  w i t h ,  or a t­

t e m p t e d  to d e a l  w i t h ,  i n s u r a n c e s  or to e x e r c i s e  p o w e r s  r e l a t i v e  to

i n s u r a n c e  o u t s i d e  t h e  s c o p e  o f  the l i c e n s e s  of the l i c e n s e e  o r  a p p l i­

ca n t  .

* Sec. 25. A S  2 1 . 2 7 . 4 1 0 ( b )  is a m e n d e d  to read:

(b) T h e  l i c e n s e  of  a f i r m  [OR C O R P O R A T I O N ]  m a y  b e  s u s p e n d e d ,

r e v o k e d ,  o r  r e f u s e d  f o r  a n y  o f  the c a u s e s  that [WHICH] r e l a t e  to a 

[ANY] p e r s o n  a c t i n g  on  b e h a l f  o f  the f i r m  [ D E S I G N A T E D  IN T H E  L I C E N S E  

T O  E X E R C I S E  ITS P O W E R S ] .

* Sec, 26. AS 2 1 . 2 7 . 4 2 0  is a m e n d e d  to read:

Sec. 2 1 . 2 7 . 4 2 0 .  P R O C E D U R E  F O R  S U S P E N D I N G  O R  [,] R E V O K I N G  [OR 

R E F U S I N G  T O  R E N E W ]  A  L I C E N S E .  T h e  d i r e c t o r  m a y  s u s p e n d  o r  [,] r e v o k e  

[, O R  R E F U S E  TO  R E N E W ]  a l i c e n s e

[ (1 ) BY  O R D E R  G I V E N  T O  T H E  L I C E N S E E  N O T  L E S S  T H A N  15 DAYS

-13- C S H B  4 6 (L&C)
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B E F O R E  T H E  E F F E C T I V E  D A T E  OF  T H E  L I C E N S E ,  S U B J E C T  T O  T H E  R I G H T  O F  T H E  

L I C E N S E E  T O  H A V E  A  H E A R I N G  A S  P R O V I D E D  IN A S  2 1 . 0 6 . 1 8 0 ( b ) ;  P E N D I N G  A  

H E A R I N G  T H E  L I C E N S E  S H A L L  BE S U S P E N D E D ;  O R

(2)] b y  a n  o r d e r  o n  h e a r i n g  m a d e  as p r o v i d e d  i n  A S  2 1 . 0 6 . -
«

2 20 e f f e c t i v e  10 days a f t e r  the d a t e  o f  the g i v i n g  o f  t h e  order, 

s u b j e c t  to t h e  r i g h t  o f  the l i c e n s e e  to a p p e a l  to t h e  s u p e r i o r  c o u r t  

as p r o v i d e d  in A S  21. 0 6 . 2 3 0 .

* Sec. 27. A S  2 1 . 2 7 . 4 4 0  is a m e n d e d  to read;

Sec. 2 1 . 2 7 . 4 4 0 .  C I V I L  P E N A L T I E S  M A Y  BE  I M P O S E D .  A f t e r  h e a r i n g  

a n d  in a d d i t i o n  to or  in l i e u  o f  t h e  s u s p e n s i o n  o r  [,] r e v o c a t i o n  of

[, O R  R E F U S A L  T O  RENEW] a l i c e n s e ,  the d i r e c t o r  m a y  l e v y  a c i v i l

p e n a l t y  u p o n  t h e  l i c e n s e e  n o t  to e x c e e d  $2,500. T h e  o r d e r  l e v y i n g  the 

c i v i l  p e n a l t y  m u s t  [SHALL] s p e c i f y  t h e  p e r i o d  w i t h i n  w h i c h  the c i v i l  

p e n a l t y  s h a l l  b e  f u l l y  p a i d. T h e  [, W H I C H ]  p e r i o d  m a y  n o t  b e  less 

t h a n  15 or  m o r e  t h a n  30 days a f t e r  [FROM] the d a t e  o f  the o r d e r .  U p o n  

f a i l u r e  to p a y  the c i v i l  p e n a l t y  w h e n  due, the d i r e c t o r  s h a l l  r e v o k e  

t h e  l i c e n s e s  o f  the l i c e n s e e  if n o t  a l r e a d y  r e v o k e d .  A  [THE] c i vil 

p e n a l t y  c o l l e c t e d  [S H A L L  BE PAID] b y  the d i r e c t o r  sh a l l  b e  p a i d  to the 

c o m m i s s i o n e r  o f  r e v e n u e  for d e p o s i t  in the g e n e r a l  fund.

* Sec. 28. A S  2 1 . 2 7 . 4 5 0  is a m e n d e d  to read:

Sec. 2 1 . 2 7 . 4 5 0 .  F I N E  IN L I E U  O F  A C T I O N  A G A I N S T  T H E  L I C E N S E .

U p o n  the h e a r i n g  o f  an a p p e a l  f r o m  an o r d e r  s u s p e n d i n g  o r  [,] r e v o k i n g  

[, O R  R E F U S I N G  T O  RENEW] a l i c e n s e  i s s u e d  u n d e r  this c h a p t e r ,  the

court, if it f i n d s  th a t  the l i c e n s e e  is g u i l t y  of v i o l a t i o n  o f  the la-> 

a n d  if it c o n s i d e r s  the s u s p e n s i o n  or [ ] r e v o c a t i o n  [, O R  R E F U S A L  TO 
R E N E W  T H E  L I C E N S E ]  too s e v e r e  a p e n a l t y  u n d e r  the f a c t s  as fo u n d ,  m a y  

i n s t e a d  i m p o s e  a f i n e  of  n o t  m o r e  t h a n  $2,500. P a y m e n t  o f  the fine 

w i t h i n  10 days- a f t e r  its i m p o s i t i o n  r e i n s t a t e s  or  r e s t o r e s  [SHALL 

R E I N S T A T E ,  R E S T O R E ,  O R  RENEW] the license.

CSHB 4 6 (L&C) - 1 4 -



WORK DRAFT WORK DRAFT WORK DRAFT

* Sec. 29. A S  2 1 . 2 7 . 4 6 0 ( a )  is a m e n d e d  to read:

(a) E a c h  l i c e n s e  i s s u e d  u n d e r  this c h a p t e r ,  a l t h o u g h  i s s u e d  and 

d e l i v e r e d  to the l i c e n s e e  a g e n t ,  b r o k e r ,  s o l i c i t o r ^  o r  a d j u s t e r ,  is 

t h e  p r o p e r t y  o f  the state. U p o n  the [ E X P I R A T I O N , ]  t e r m i n a t i o n ,  s u s­

p e n s i o n ^  or  r e v o c a t i o n  of  t h e  l icense, the l i c e n s e e  o r  o t h e r  p e r s o n  

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

it to the d i r e c t o r  e i t h e r  b y  p e r s o n a l  d e l i v e r y  or b y  m a i l .

* Sec. 30. A S  2 1 . 3 4 . 0 4 0 ( c )  is a m e n d e d  to read:

(c) A  n o n a d m i t t e d  i n s u r e r  m a y  be e l i g i b l e  to p r o v i d e  c o v e r a g e  in 

this s t a t e  if it q u a l i f i e s  u n d e r  o n e  o f  the f o l l o w i n g :

(1) a f o r e i g n  b u t  n o n a l i e n  i n s u r e r  m a y  q u a l i f y  u n d e r  this

s u b s e c t i o n  if it h a s  a m i n i m u m  c a p i t a l  a n d  s u r p l u s  e q u a l  to that

r e q u i r e d  i n  its d o m i c i l i a r y  j u r i s d i c t i o n ^  o r  [,] $ 1 , 5 0 0 , 0 0 0  o n  S e p t e m­

b e r  18, 1984, [AND] $ 2 , 5 0 0 , 0 0 0  o n  J u n e  20, 1985, [AND] $ 3 , 5 0 0 , 0 0 0  [,] 

o n  J u n e  20, 1986, a n d  $ 5 , 0 0 0 , 0 0 0  o n  J u n e  20, 1987, w h i c h e v e r  is g r e a t­

er;

(2) a n  a l i e n  i n s u r e r  m a y  q u a l i f y  u n d e r  t h i s  s u b s e c t i o n  if 

i t  m e e t s  the 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  in (1) o f  this 

s u b s e c t i o n  and m a i n t a i n s  in the U n i t e d  S t a t e s  an  i r r e v o c a b l e  trust 

f u n d  in  e i t h e r  a n a t i o n a l  b a n k  o r  a m e m b e r  o f  the F e d e r a l  R e s e r v e  

s y s t e m ,  in an a m o u n t  n o t  less t h a n  $1 ,500,000 [THAT R E Q U I R E D  A 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  IN  (1) O F  T H I S  S U B S E C T I O N ] ,  f o r  the p r o t e c t i o n  

o f  a l l  its p o l i c y h o l d e r s  i n  the U n i t e d  States; the t r u s t  f u n d  m u s t  

[SHALL] c o n s i s t  o f  i n s t r u m e n t s  o f  s u b s t a n t i a l l y  the s a m e  c h a r a c t e r  and

q u a l i t y  as t hose t h a t  are e l i g i b l e  i n v e s t m e n t s  f o r  the c a p i t a l  and j
i

s t a t u t o r y  r e s e r v e s  o f  a d m i t t e d  i n s u r e r s  a u t h o r i z e d  to w r i t e  li k e  k i n d s  

o f  i n s u r a n c e  in this s t a t e  or o f  i r r e v o c a b l e  l e t t e r s  of  c r e d i t ;  the 

t r u s t  f u n d  m u s t  [FUNDS SHALL] h a v e  an e x p i r y  d a t e  t h a t  at no  ti m e  is 

less t h a n  f i v e  years;

- 1 5 -  CSHB 4 6 (L&C)
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(3) a L l o y d ' s  o r  o t h e r  s i m i l a r  u n i n c o r p o r a t e d  g r o u p  of 

a l i e n  i n d i v i d u a l  i n s u r e r s  m a y  q u a l i f y  i f  it m a i n t a i n s  a t r u s t  f u n d  of 

n o t  less t h a n  $ 5 0 , 0 0 0 , 0 0 0  as s e c u r i t y  to the f u l l  a m o u n t ,  f o r  all 

p o l i c y h o l d e r s  a n d  c r e d i t o r s  in the U n i t e d  S t a t e s ,  o f  e a c h  m e m b e r  of 

the g r o u p ;

(4) a n  " i n s u r a n c e  e x c h a n g e "  c r e a t e d  b y  the l a w s  o f  i n d i­

v i d u a l  s t a t e s  m a y  q u a l i f y  if it m a i n t a i n s  c a p i t a l  a n d  s u r p l u s ,  o r  the

s u b s t a n t i a l  e q u i v a l e n t ,  o f  n o t  less t h a n  $ 1 5 , 0 0 0 , 0 0 0  in the a g g r e g a t e ;  

in t h e  e v e n t  the i n s u r a n c e  e x c h a n g e  d o e s  n o t  m a i n t a i n  f u n d s  f o r  the 

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

m e e t  c'ne 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  o f  (1) o f  this 

s u b s e c t i o n .

* Sec. 31. A S  2 1 . 3 6 . 2 1 0 (a) is a m e n d e d  :o read:

(a) A n  i n s u r e r  m a y  n o t  e x e r c i s e  its r i g h t  to c a n c e l  a p o l i c y  of 

p e r s o n a l  [AN] a u t o m o b i l e  i n s u r a n c e  [POLICY] e x c e p t  f o r  t h e  f o l l o w i n g  

r e a s o n s :

(1) n o n p a y m e n t  o f  p r e m i u m ;  or

(2) t h e  d r i v e r ' s  l i c e n s e  or m o t o r  v e h i c l e  r e g i s t r a t i o n  of 

e i t h e r  the n a m e d  i n s u r e d  or of a n  o p e r a t o r  w h o  r e s i d e s  i n  the same

h o u s e h o l d  as the n a m e d  i n s u r e d  or  w h o  c u s t o m a r i l y  o p e r a t e s  a m o t o r

v e h i c l e  i n s u r e d  u n d e r  the p o l i c y  h a s  b e e n  u n d e r  s u s p e n s i o n  or r e v o c a­

ti o n  d u r i n g  t h e  p o l i c y  p e r i o d  or, if the p o l i c y  is a r e n e w a l ,  d u r i n g  

its p o l i c y  p e r i o d  or the 180 days i m m e d i a t e l y  p r e c e d i n g  its e f f e c t i v e  

date.

* Sec. 32. AS  2 1 . 3 6 . 2 1 0 ( d )  is a m e n d e d  to r e ad:

(d) T h i s  s e c t i o n  does n o t  a p p l y  to

(1) the f a i l u r e  to r e n e w  a p o l i c y ,  e x c e p t  as to c o v e r a g e  in 

f o r c e  f o r  less t h a n  12 monthsj_

(2) a p o l i c y  th a t  has b e e n  in e f f e c t  less t h a n  60 days at
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1
the t i m e  n o t i c e  o f  c a n c e l l a t i o n  m a i l e d  or d e l i v e r e d  by  the insurer, 

u n l e s s  it is a r e n e w a l  p o l i c y ;

(3) a  p o l i c y  i s s u e d  u n d e r  a n  a u t o m o b i l e  a s s i g n e d  r i s k  p l an 

o r  a u t o m o b i l e  i n s u r a n c e  plan;

(4) a p o l i c y  i n s u r i n g  m 6 r e  t h a n  f o u r  m o t o r  v e h i c l e s ;

(5) a p o l i c y  c o v e r i n g  the o p e r a t i o n  o f  a g a r a g e ;  a u t o m o b i l e

s a l e s  a g e n c y ,  r e p a i r  shop, or s e r v i c e  s t a t i o n ;  o r  p u b l i c  p a r k i n g

pl a c e ;

(6) a p o l i c y  p r o v i d i n g  i n s u r a n c e  o n l y  o n  a n  e x c e s s  basis;

(7) a n y  o t h e r  c o n t r a c t  iroviding i n s u r a n c e  to the n a m e d  

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

w i t h  r e s p e c t  to m o t o r  v e h i c l e s .

* Sec. 33. A S  ..21 .36.21 0 ( f ) is a m e n d e d  to read:

(f) A n  [ N O T W I T H S T A N D I N G  (e) O F  T H I S  S E C T I O N ,  AN] i n s u r e r  m a y  not 

e x e r c i s e  its r i g h t  t o c a n c e l  a p o l i c y  of p e r s o n a l  i n s u r a n c e  o t h e r  than 

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 ,  e x c e p t  for the f o l l o w i n g  r e a s o n s  [THE 

T Y P E  D E S C R I B E D  I N  (e) OF  T H I S  ST C T I O N  IF O N E  O F  T H E  F O L L O W I N G  C O N­

D I T I O N S  O R  C I R C U M S T A N C E S  A R I S E S ] :

(1) n o n p a y m e n t  o f  p r e m i u m s ,  i n c l u d i n g  n o n p a y m e n t  o f  a d d i­

ti o n a l  p r e m i u m s , c a l c u l a t e d  in a c c o r d a n c e  w i t h  c h e  c u r r e n t  r a t i n g

m a n u a l  o f  the 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  in the i n s u r e d  

p r o p e r t y  or  a c h a n g e  in  its o c c u p a n c y  or use;

(2) c o n v i c t i o n  o f  the i n s u r e d  o f  a c r i m e  h a v i n g  as one of

its n e c e s s a r y  e l e m e n t s  an  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  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  t h e  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 i n g  the 

i n s u r a n c e  or b y  t h e  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 ;

(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  act or o m i s s i o n  b y  the 

i n s u r e d  that s u b s t a n t i a l l y  i n c r e a s e s  the h a z a r d s  i n s u r e d  a g a i n s t ;  or
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(5) p h y s i c a l  c h a n g e s  i n  the 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  in 

the 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 .

* Sec. 34. A S  2 1 . 3 6  is 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  to r e ad:

Sec. 2 1 . 3 6 . 2 1 5 .  L I M I T S  O N  T H E  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  P O L I C I E S .  (a) E x c e p t  as a l l o w e d  b y  t h e  d i r e c t o r  

u n d e r  (b) o f  this s e c t i o n ,  an i n s u r e r  m a y  e x e r c i s e  its r i g h t  to c a n c e l  

a p o l i c y  o f  b u s i n e s s  or c o m m e r c i a l  i n s u r a n c e  o n l y  f o r  the f o l l o w i n g  

rtVj.sons:

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

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  in 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  in its o c c u p a n c y  or use;

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

its 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 ;

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  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  i n  o b t a i n i n g  the 

i n s u r a n c e  or b y  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  t h e  p o l i c y ;

(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 i s s i o n  b y  the

i n s u r e d  th a t  s u b s t a n t i a l l y  i n c r e a s e s  the 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  in the 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  in 

the 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 ;

(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  the i n s u r e d  that
I

r e s u l t  in 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 ;

(7) c h a n g e s  i n  the r e i n s u r a n c e  p r o g r a m  o f  t h e  i n s u r e r  that 

r e s u l t s  in a n  i n c r e a s e  o f  the i n s u r e r ' s  r e t e n t i o n  o f  r i s k  o n  a s u b j e c t  

o f  i n s u r a n c e ;

(8) c h a n g e s  in  the f i n a n c i a l  c o n d i t i o n  o f  t h e  i n s u r e r

r e s u l t i n g  in a v i o l a t i o n  o f  AS 2 1 . 1 2 . 0 1 0 ;

(9) a m a t e r i a l  c h a n g e  in the l a w  that a f f e c t s  t h e  c o v e r a g e

n o n p a y m e n t  o f  p r e m i u m s , i n c l u d i n g  n o n p a y m e n t  o f  ad d i
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p r o v i d e d  u n d e r  the p o l i c y ;  or

(10) a n  e x c e s s i v e  n u m b e r  o f  c l a i m s  b y  the in s u r e d .

(b) B e f o r e  i s s u i n g  a n o t i c e  of  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  the d i r e c t o r  to d e t e r m i n e  in a p a r t i c u l a r  c a s e  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  th i s  s e c t i o n  is 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  the i n s u r e r  to 

e x e r c i s e  its r i g h t  to c a n c e l  if the d i r e c t o r  f inds t h a t  the c a n c e l l a­

t i o n  is 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  the 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  the a p p r o v a l  o f  the d i r e c t o r .

* Sec. 35. A S  2 1 . 3 6 , 2 2 0  is a m e n d e d  to read:

Sec. 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  its r i g h t  to 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  is m a i l e d  or d e l i v e r e d  to t h e  n a m e d  

i n s u r e d ,  at the a d d r e s s  s h o w n  i n  the p o l i c y ,  at l e a s t  6j0 [20] days 

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 ,  if [, E X C E P T  T H A T  

W H E N ]  c a n c e l l a t i o n  is f o r  n o n p a y m e n t  o f  p r e m i u m ^  the n o t i c e  s h a l l  be 

m a i l e d  or  d e l i v e r e d  to the n a m e d  i n s u r e d  at the a d d r e s s  s h o w n  i n  the 

p o l i c y  at l e a s t  10 days b e f o r e  the e f f e c t i v e  da t e  o f  c a n c e l l a t i o n ^  a n d  

m u s t  [SHALL] 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  the c a n c e l l a t i o n .  [THIS 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  TO 

R E N E W  A  P O L I C Y ,  E X C E P T  AS  TO  C O V E R A G E  IN F O R C E  F O R  L E S S  T H A N  12 

M O N T H S .]

* Sec. 36. A S  2 1 . 3 6 . 2 2 0  is 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  to read:

(b) A n  i n s u x e r  m a y  n o t  e x e r c i s e  its r i g h t  to c a n c e l  a p o l i c y  of 

b u s i n e s s  or 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

t i o n  is m a i l e d  or d e l i v e r e d  to the n a m e d  i n sured, at the a d d r e s s  s h o w n  

i n  the p o l i c y ,  a n d  to the a g e n t  or b r o k e r  of reco r d ,  at l e a s t  60 days 

b e f o r e  the 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 ,  if c a n c e l l a t i o n  

is for n o n p a y m e n t  of p r e m i u m ,  the n o t i c e  s h a l l  b e  m a i l e d  or d e l i v e r e d
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to t h e  n a m e d  i n s u r e d  at 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  to the 

a g e n t  o r  b r o k e r  o f  r e c o r d  at l e a s t  10 days b e f o r e  the 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 ,  a n d  m u s t  i n c l u d e  or  be  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  

the r e a s o n  f o r  the c a n c e l l a t i o n .

(c) If 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 ,  it 

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  to t h e  a g e n t  o r  b r o k e r  of 

r e c o r d  o r  d i r e c t l y  to the 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 ,  if 

a p p l i c a b l e ,  b e f o r e  the 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

(1) i f  c a n c e l l a t i o n  is 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  

u n e a r n e d  p r e m i u m  s h all b e  r e t u r n e d  or c r e d i t e d  w i t h i n  45 d a y s  a f t e r  

the n o t i c e  o f  c a n c e l l a t i o n  is gi v e n ;

(2) i f  the p o l i c y  is 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  of  

p r e m i u m  a n d  is s u b j e c t  to aud i t ,  the 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  

the a u d i t  b e f o r e  the e f f e c t i v e  d a t e  o f  the c a n c e l l a t i o n  a n d  r e t u r n  or 

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

as r e q u i r e d  u n d e r  this s e c t i o n  is p r e s u m p t i v e  p r o o f  t h a t  n o t i c e  has 

b e e n  m a i l e d  as r e q u i r e d  u n d e r  this s e c t i o n .

(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  to p e r f o r m  a n  a u d i t  that 

the i n s u r e r  h a s  e l e c t e d  to w a i v e  u n d e r  (c) o f  th i s  s e c t i o n .

* Sec. 37. A S  2 1 . 3 6 . 2 4 0  is a m e n d e d  to read:

Sec. 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  to

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  less t h a n  12 m o n t h s .

A n  i n s u r e r  m a y  n o t  fa i l  to r e n e w  a p o l i c y  [IN F O R C E  F O R  12 M O N T H S  OR j
i

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  is m a i l e d  or d e l i v e r e d  to j|

the n a m ^ i  i n s u r e d ,  at the a d d r e s s  s h o w n  i n  the p o l i c y ,  at 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 ,  a n d  at l e a s t  45 d a v s  for 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  the e x p i r a t i o n  d a t e  of 
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th e  p o l i c y  [,] or o f  the 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  date. T h i s  

s e c t i o n  does n o t  a p p l y

(1) if the i n s u r e r  h a s  in  g o o d  f a i t h  m a n i f e s t e d  i n  a n y  w a y  

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

(2) in 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  the e x p i r i n g

p o l i c y ;  or

(3) if the i n s u r e d  f a i l s  to p a y  the p r e m i u m  as r e q u i r e d  by 

t h e  i n s u r e r  f o r  ren e w a l .

* Sec. 38. A S  2 1 . 3 6 . 2 5 0  is a m e n d e d  to r ead:

Sec. 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

b i l e  l i a b i l i t y  i n s u r a n c e  is 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  of 

p r e m i u m ,  o r  is n o t  r e n e w e d  in a c c o r d a n c e  w i t h  [FOR F A I L U R E  T O  R E N E 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  WH I C H ]  A S  2 1 . 3 6 . 2 4 0  [AP­

PL 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 ,  or a u t o 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  [SHALL] 

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

r e q u i r e d  b y  A S  2 1 . 3 6 . 2 2 0  [AS 2 1 . 3 6 . 2 3 0 ]  a n d  2 1 . 3 6 . 2 4 0 .

* Sec. 39. A S  2 1.36 is 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  to read:

Sec. 2 1 . 3 6 . 2 5 5 .  P R E M I U M  R E F U N D .  (a) If a n  i n s u r a n c e  p o l i c y  is 

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  the i n s u r e r  o r  the i n s u r e d ,  the 

i n s u r e r  s h a l l  r e f u n d  the u n e a r n e d  p r e m i u m  p a i d  to the 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  the i n s u r e d  or b y  the i n s u r e r  a n d  the p r e m i u m  c h a r g e d  m a y  n o t  be 

m o r e  t h a n  t h a t  p r o v i d e d  b y  the r a t i n g  p l a n  o f  the i n s u r e r  f o r  that 

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  this s e c t i o n ,  if the i n s u r e r  c l e a r l y  

i n d i c a t e s  one or m o r e  of the f o l l o w i n g  f e a t u r e s  in t h e  p o l i c y ,  an
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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  is e a r n e d  at a varying, r a t e  d u e  to s e a s o n­

a l i t y  o f  expos u r e ;

(2) th 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 ;  or

(3) w i t h  a f l u c t u a t i n g  p r e m i u m  base.

* Sec. 40. A S  2 1 . 3 6 . 3 1 0  is a m e n d e d  to read:

Sec. 2 1 . 3 6 . 3 1 0 .  D E F I N I T I O N S .  In 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  th 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  as d e f i n e d  in A S  2 1 . 3 4 . 9 0 0 ,  o r  an  a n n u i t y  c o n­

tract;

(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  the n a m e d

i n s u r e d  to d i s c h a r g e  w h e n  due 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  in 

c o n n e c t i o n  w i t h  the p a y m e n t  of  p r e m i u m  o n  a p o l i c y ,  or a n y  i n s t a l l m e n t  

of  the p r e m i u m ,  w h e t h e r  t h e  p r e m i u m  is p a y a b l e  d i r e c t l y  to the i n s u r e r  

o r  its 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 dit;

(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  not

r e l a t e d  to b u s i n e s s  or 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 "  

M E A N S  A N  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  A N D  E X P O S U R E S  L I S T E D  IN 

AS  2 1 . 3 6 . 2 1 0 ( e )  O R  A N  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  or u n d e r i n s u r e d  m o t o r i s t s  [COVERAGE, 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  [COVE R A G E ] ,  or 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  is d e l i v e r e d  or i s s u e d  for

d e l i v e r y  in this s t a t e  [ I N S U R I N G  A S  T H E  N A M E D  INS U R E D ,  O N E  I N D I V I D U A L

O R  H U S B A N D  A N D  W I F E  R E S I D E N T  O F  T H E  S A M E  H O U S E H O L D ] ,  a n d  u n d e r  w h i c h  

the i n s u r e d  v e h i c l e s  are o f  the f o l l o w i n g  types only:

(A) a m o t o r  v e h i c l e  o f  the p r i v a t e  p a s s e n g e r  or 

C S H B  4 6 (L&C) -22-
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s t a t i o n  w a g o n  ty p e  th a t  is n o t  u s e d  as a p u b l i c  o r  l i v e r y  c o n v e y­

ance, n o r  r e n t e d  to o t h e r s ;  or

(B) a n y  o t h e r  f c u r - w h e e l  m o t o r  v e h i c l e  w i t h  a lo a d  

c a p a c i t y  o f  1,500 p o u n d s  o r  less t h a t  is n o t  u s e d  in t h e  o c c u p a­

tion, p r o f e s s i o n ^  or b u s i n e s s  o f  the i n s u r e d ,  n o r  u s e d  as a 

p u b l i c  or 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  to o t h e r s ;

(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) loss o f  or  d a m a g e  to r e a l  p r o p e r t y  t h a t  is 

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  does 

n o t  c o n s i s t  of  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 ;

(ii) loss o f  o r  d a m a g e  to 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 e l l i n g  u n i t s ;  

or

(iii) 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  loss 

of, d a m a g e  to, or  i n j u r y  to p e r s o n s  or p r o p e r t y  i f  t h e  i n­

s u r a n c e  does 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  in 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 ;

(B) does 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  

o f  life 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 ,  or t i t l e  i n s u r a n c e ;

(5) [(3)] " r e n e w a l "  or  " r e n e w "  m e a n s

(A) the i s s u a n c e  a n d  d e l i v e r y  [BY A N  I N S U R E R ]  o f  au 

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 ]  at t h e  e n d  o f  the 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  the 

sa m e  i n s u r e r ^  [,] ^

(B) the 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  or 

n o t i c e  e x t e n d i n g  the t e r m  o f  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

- 2 3 -  CSHB 4 6 (L&C)
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termj_ [, ] or

(C) the 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  its 

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  the 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 .

* Sec. 41. A S  2 1 . 8 4 . 4 3 0 ( c )  is a m e n d e d  to read:

(c) T h e  d i r e c t o r  m a y  r e f u s e  to i s s u e  or m a y  s u s p e n d  o r  r e v o k e

[RENEW] an  i n s u r a n c e  a g e n t ' s  l i c e n s e  if, i n  the j u d g m e n t  o f  the d i r e c­

tor, the p r o p o s e d  l i c e n s e e  is 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  to a c t  as 

age n t ,  o r  has 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  the license, 

o r  h a s  f a i l e d  to 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  the 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  H A Y  BE,] o f  the l i c e n s e .

* Sec. 42. A S  2 1 . 8 8 . 0 5 0  is a m e n d e d  to r e a _

Sec. 2 1 . 8 8 . 0 5 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  C O R P O R A T I O N .  (a) The

c o r p o r a t i o n  s h a l l

(1) in the f o r m  a p p r o v e d  b y  the d i r e c t o r ,  i s s u e  to all

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  are f o u n d  to 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  th i s  s u b s e c t i o n ,  a n d  w h o  p a y  

the p r e m i u m s  f o r  it, 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  are h e a l t h  c a r e  p r o v i d­

ers a g a i n s t  loss b y  r e a s o n  of 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  act 

or  o m i s s i o n  in 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  in  this state, 

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

pi t a l s  a n d  t h e i r  e m p l o y e e s  w h o  are h e a l t h  ca r e  p r o v i d e r s  a d e f e n s e  to 

a c o v e r e d  c l a i m  in a p r o c 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  - 09.55. 

560; the l i m i t s  o f  l i a b i l i t y  for p o l i c i e s  i s s u e d  b y  the 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  b y  the 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  the d e­

fe 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  claim; at the o p t i o n  o f  t h e  c o r p o r a t i o n ,  if 

a p p r o v e d  b y  the direc t o r ,  a n d  for an 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  

C S H B  4 6 (L&C) -24-
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m a y  c o v e r  c l a i m s  a g a i n s t  the 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  the p h y s i c i a n , n u r s e ,  or 

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  the c o n t r a c t  is i s s u e d ,  e x c e p t  that 

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  that [OF 

W H I C H ]  the p h y s i c i a n , n u r s e ,  or  h o s p i t a l  h a d  or 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  at the 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 ;

(2) c h a r g e  a p r e m i u m  f o r  the p r o t e c t i o n  p r o v i d e d  b y  the 

c o n t r a c t s  i s s u e d  b y  the 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  the 

b o a r d  o f  g o v e r n o r s  in a c c o r d a n c e  w i t h  AS  2 1 . 8 8 . 0 8 0  a n d  s u b j e c t  to the 

a p p r o v a l  o f  the d i r e c t o r ;

(3) c o m p l y  w i t h  or  b e  s u b j e c t  to 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  21.18, A S  21 . 2 1 ,  A S  2 1 . 2 4  and 

AS  21.36; 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  as a m e m b e r  i n s u r e r  

in 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  the o b l i g a t i o n s  o f  the 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  all c o v e r e d  c l a i m s  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  [WHICH] are 

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  the 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  that 

[WHICH] m a y  i n  the o p i n i o n  o f  the 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

to be  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  the h e a l t h  c a r e  p r o v i d e r  to the

e x t e n t  .of 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  the a c c e p t a b i l i t y  of  risks; in 

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  the c o r p o r a t i o n  m a y  e x c l u d e  an a p p l i c a n t  

f o r  iv.isurance b a s e d  on 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  not 

e x c l u d e 1 a n  a p p l i c a n t  b a s e d  o n l y  on the c l a s s i f i c a t i o n  o f  the a p p l i­

cant.

(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 ,  to
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d i s c h a r g e  its 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  are 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  or  r e i n s u r e r s  for a n y  a n d  all 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  it;

(3) p r o v i d e  c o v e r a g e  to i n s u r e d s  for 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  in  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  is

a f i n d i n g  b y  the d i r e c t o r  t h a t  this c o v e r a g e  is n o t  a v a i l a b l e  to 

i n s u r e d s  o f  t h e  M e d i c a l  I n d e r n i t y  C o r p o r a t i o n  o f  A l a s k a  in 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  price;

(4) b o r r o w  o r  a d v a n c e  f unds n e c e s s a r y  to c a r r y  out the 

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  to t h o s e  c o n t r a c t s  as are 

n e c e s s a r y  to c a r r y  o u t  the p u r p o s e s  o f  the c o r p o r a t i o n ;

(6) s u e  o r  b e  s u e d  in  the n a m e  o f  the 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  to h o s p i­

tals  ;

(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  to 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  the 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  acts n e c e s s a r y  a n d  p r o p e r  to c a r r y  

out t h e  d u t i e s  o f  the c o r p o r a t i o n ;

(10) in a f o r m  a p p r o v e d  b y  the d i r e c t o r  a n d  f o r  a n  a d d i t i o n­

al 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  out of 

p r o f e s s i o n a l  servicer, 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 ,  to p h y s i c i a n s , n u ^ e s , and 

h o s p i t a l s  w h o  p a y  the p r e m i u m  f o r  it a n d  w h o  are 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  the c o r p o r a t i o n  f o r  a p e r i o d  of 
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n o t  less t h a n  o n e  year;

(11) s u b j e c t  to a p p r o v a l  b y  the d i r e c t o r ,  e x t e n d  c o v e r a g e  

to a p e r s o n ,  e n t i t y ,  or  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  in 

t h e  s t a t e  u n d e r  the s u p e r v i s i o n  o f  a p h y s i c i a n .

. * Sec. 43. • A S  2 1 . 8 8 . 9 0 0  is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

(17) " n u r s e "  m e a n s  a n u r s e  l i c e n s e d  u n d e r  A S  08.68.

* Sec. 44. A S  2 1 . 9 0 . 9 0 0  is a m e n d e d  to read:

Sec. 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 .  In this title, u n l e s s

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 j u s t e r "  m e a n s  a p e r s o n  who, for c o m p e n s a t i o n  as an 

i n d e p e n d e n t  c o n t r a c t o r  o r  as 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  fee 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 j 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  of  the i n s u r e r ,  b u t  do e s  not 

i n c l u d e  a n  a t t o r n e y  at l a w  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  ti m e  to 

t i m e  i n c i d e n t a l  to 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  an 

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 y  a n  i n s u r e r  to 

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  or a n n u i t i e s  on  its b e h a l f ,  a n d  if 

a u t h o r i z e d  to do so, to 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 o n­

tracts, 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  to 

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  c 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  the laws 

o f  a c o u n t r y  o t h e r  t h a n  the U n i t e d  S t a t e s  of  A m e r i c a ,  its states, 

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 ;

(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 [ 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  the d i r e c t o r  to 

t r a n s a c t  i n s u r a n c e  i n  this state;

(5) " b r o k e r "  m e a n s  a p e r s o n  w h o  is n o t  an  a g e n t  o f  the 

i n s u r e r  a n d  who, o n  b e h a l f  o f  the in s u r e d ,  f o r  c o m p e n s a t i o n  as an

-------------------
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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  fee, s o l i c i t s ,  n e g o t i a t e s ,  cr

t

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  or the r e n e w a l  or  c o n t i n u a n c e  of 

i n s u r a n c e  or r e i n s u r a n c e ;  or  in  a n y  m a n n e r  ai d s  in the 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 e m e n t ,  r e n e w a l ,  or c o n t i n u a n c e  o f  i n s u r a n c e  or 

r e i n s u r a n c e ,  f o r  i n s u r e d s  or 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  the 

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  the c o m m i s s i o n e r  o f  the 

D e p a r t m e n t  of 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 ;

(7) [(4)] " c o u r t "  m e a n s  s u p e r i o r  court;

(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  the d i v i s i o n  of

i n s u r a n c e ;

(9) l'(6)] " d i v i s i o n "  m e a n s  the d i v i s i o n  o f  i n s u r a n c 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 ;

(10) [(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

the la w s  of this state;

(11) " f i r m "  m e a n s  a n  o r g a n i z a t i o n  o f  two o r  m o r e  l i c e n s e e s  

a c t i n g  in a s s o c i a t i o n  w i t h  e a c h  other, e i t h e r  in  a p a r t n e r s h i p ,  c o r p o­

ra t i o n ,  o r  o t h e r w i s e ,  or  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 .- 

h a s  less t h a n  50 p e r c e n t  o w n e r s h i p  i n t e r e s t  in the o r g a n i z a t i o n ;

(12) [(8)] " 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 r  

the laws of  a j u r i s d i c t i o n  o t h e r  t h a n  this 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 ;

(13) " i n d e p e n d e n t  a d j u s t e r "  m e a n s  an  a d j u s t e r  r e p r e s e n t i n g  

the i n t e r e s t s  of  the in s u r e r ;

(14) [(9)] " i n d u s t r i a l  life i n s u r a n c e "  m e a n s  t h a t  f o r m  of

li 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  oi 

less, w i t h  the 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  the f a c e  as p a r t  

of the 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 ­

ly oi m o r e  often;

CSHB 4 6 (L&C) -28-
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(15) [(10)] " 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

tak e s  to i n d e m n i f y  a n o t h e r  or p a y  or p r o v i d e  a s p e c i f i e d  or 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 ;

(16) [ ( H ) ]  " 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  as i n d e m n i­

tor, s u r e t y ,  or c o n t r a c t o r  i n  the b u s i n e s s  o f  e n t e r i n g  into c o n t r a c t s  

o f  i n s u r a n c e  or o f  a nnuity;

(17) [(12)] " p e r s o n "  h a s  the m e a n i n g  g i v e n  in A S  0 1 . 1 0 . 0 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 ciety, m e d i c a l  

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  as d e f i n e d  in A S  21.87, r e c i p r o c a l  or 

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  

in 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 ,  br o k e r s ,  

a n d  c l a i m s  a d j u s t e r s ;

(18) [(13)] " 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 ­

te n  a g r e e m e n t  f o r  or 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  called, and

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  to it

a n d  a p a r t  o f  it;

(19) [(14)] " 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  for ins 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  wi.atever m e t h o d  p a i d  or 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 ,  survey, inspection, 

s e r v i c e  o r  s i m i l a r  fee or c h a r g e  m a d e  in c o n s i d e r a t i o n  for a n  insur 

a n c e  c o n t r a c t ;

(20) " s o l i c i t o r "  m e a n s  an  i n d i v i d u a l  a u t h o r i z e d  b y  an  agenv. 

o r  b r o k e r  to s o l i c i t  a p p l i c a t i o n s  for i n s u r a n c e  as a r e p r e s e n t a t i v e  of 

t he a g e n t  or b r o k e r  a n d  to c o l l e c t  p r e m i u m s  in c o n n e c t i o n  w i t h  th 

i n s u r a n c e ;

(21) [(15)] " s t a t e "  m e a n s  a state, 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  the U n i t e d  S t a t e s  o' 

A m e r i c a ;

(22) [(16)] " t r a n s a c t "  w i t h  r e s p e c t  to i n s u r a n c e  i n c l u d e s

- 2 9 -  CSHB 4 6 (L&C)



March 23, 1987

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  C S H B  46

I N T R O D U C T I O 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  o £  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 i 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  is 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  it 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 .

N O T I C E  O F  C A N C E L L A T I O N  ( S E C T I O N S  3 5  & 36 , p . 1 9 )

T h e s e  s e c t i o n s  p r o p o s e  a (50 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 j 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 .



L I M I T S  ON THE C A N C E L L A T I O N  OF B U S I N E S S  AMD COMMERCI AL I N S U R A N C E
P O L I C I E S  ( S E C T I O N  34, p p .  13. 1 9 )

T h i s  s e c t i o n  p r e s c r i b e s  that' 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  c a n  o n l y  b e  c a n c e l l e d  t o r  10 s p e c i f i e d  r e a s o n s ,  o r  b y  

s p e c i a l  p e r m i s s i o n  b y  t h e  D i r e c t o r  o f  I n s u r a n c e .  T h i s  s e c t i o n  

t i e s  in w i t h  t h e  60 d a y  c a n c e l l a t i o n  n o t i c e .  A m o n g  t h e  r e a s o n s  

s p e c i f i e d ,  w h i c h  w o u l d  a l l o w  f o r  60 d a y  c a n c e l l a t i o n  a r e

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  in o b t a i n i n g

t h e  i n s u r a n c e  p o l i c y ;  p h y s i c a l  c h a n g e s  in 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  in 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  a n d  p h y s i c a l  

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

It is u n r e a s o n a b l e  t o  r e g u i r e  60 o r  e v e n  a 30 d a y  n o t i c e  

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

m i s r e p r e s e n t a t i o n .  It is s u g g e s t e d  t h a t  t h e  r e a s o n s  in 

s u b p a r a r g r a p h s  1 t h r o u g h  6 r e g u i r e  o n l y  a 10 d a y  c a n c e l l a t i o n  

n o t i c e  a n d  t h a t  t h e  a d d i t i o n a l  s e c t i o n s  r e g u i r e  a 30 d a y  

c a n c e l l a t i o n .

F A I L U R E  T O  R E N E W  ( S u b s e c t i o n  37, p. 2 0 )

T h i s  s e c t i o n  r e q u i r e s  45 d a y s  n o t i c e  f o r  n o n - r e n e w a l  o f  

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 o r  t h e  s a m e  r e a s o n s  

i n v o l v i n g  c a n c e l l a t i o n ,  t h e  A I A  r e q u e s t s  t h a t  t h i s  b e  c h a n g e d  to 

30 d a y s .

R E M A R K S

I t  w o u l d  b e  b e n e f i c i a l  t o  h a v e  c l a r i f i c a t i o n  o n  t h e  

p o t e n t i a l  p e n a l t i e s  s h o u l d  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  

s e c t i o n s  q o  i n t o  e f f e c t .  T h e  A I A  s u q g e s t s  t h a t  a s o u n d  

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

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

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

c o m p a n y  f a i l s  t o  p r o v i d e  t h e  n o t i c e ,  c o v e r a g e  r e m a i n s  in e f f e c t  

u n t i l  p r o p e r  n o t i c e  o f  t h e  c h a n g e  is g i v e n .  O n c e  t h e  p r o p e r  

n o t i c e  is p r o v i d e d ,  t h e  i n s u r e d  h a s  30 d a y s  t o  a c c e p t  a 

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

p r i o r  y e a r ' s  r a t e .

P r e p a r e d  b y  T o m  S l a g l e

R o b e r t s o n ,  M o n a g l e  & E a s t a u g h ,  P . C .

( 9 0 7  ) 5 8 6 - 3 3 4 0

T J S ; m b ; d d :46
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(•K>7) 465-3892

Labor and Commerce Committee

March 24, 1987 

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

From:

Re:

Representative Dave Donley, Chair 
House Labor and Commerce Committee

Proposed CS HB 46 (L&C) W.0.#5-0306L

A new proposed CS for HB 46 (L&C), dated March 23, 1987, is in 
your Committee folder.

The proposed CS reflects numerous technical changes from the 
previous CS that were agreed on by the House Labor and 
Commerce Subcommittee on HB 46.

The Subcommittee agreed that the following issues should be 
brought before the full Committee for consideration in 
preparing a final CS. They are:

1. Notice of Cancellation. HB 46 requires 60 days 
notice of cancellation on commercial and personal 
insurance. Representatives from the insurance industry 
ask that we reduce that time. The prime sponsor of HB 46 
asks that we leave the section as it is.

2. Mailing Address for Notice of Cancellation. HB 46 
requires an insurance company to send notice of 
cancellation to the address shown on the policy. I 
believe we should require more effort on the part of the 
insurer to make sure the notice of cancellation actually 
reaches the insured.

3. 10 Day Notice of Cancellation. The Division of 
Insurance suggested amending AS 21.36.220 to allow 
insurers to cancel a personal insurance policy with only 
10 days notice under circumstances listed under AS 
21.36.215(a) subparagraphs 1 through 3.

4. Correct technical errors. Page 27, line 6 defines 
"nurse" for the purposes of this section. "Nurse" is



a l r e a d y  d e f i n e d  i n  c u r r e n t  law, 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  law.

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 .



A T A C "  '
r . L . r t ^ i v r ’. K.'i I  t il ' ' 1 ju .  f

F e b r u a r y  2 2 , 1 9 8 ?

-FEB 2 5 lony
R e p r e s e n t a t i v e  J o h n  S u n d  

f i l a s k a  S t a t s  L e g i s l a t u r e  

H o u s e  o f  R e p r e s e n t a t i v e s  

PO Boh If
J u n e a u ,  f i l a s k a  9 9 8 1 1

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

I h a v e  b e e n  in  c o n t a c t  m i t h  y o u r  a i d s ,  S h a r i  K o c h m e n ,  a n d  a t  h e r  

r e q u e s t  1 a m  w r i t i n g  t o  f o r m a l i z e  m y  o r g a n i z a t i o n ' s  r e q u e s t  f o r  

l e g i s l a t i v e  a c t i o n  t h i s  s e s s i o n .  ■

I t  is  m y  u n d e r s t a n d i n g  t h a t  H o u s e  B i l l s  71 a n d  4 5  a r e  b e i n g  c o n s i d e r e d  

t h i s  m e e k  in  t h e  H o u s e  L a b c r  a n d  C o m m e r c e  c o m m i t t e e .  I m o u l d  like, 

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

P.s y o u  m a y  r e c a l l ,  t h e  R m e r i c a n  C o l l e g e  o f  N u r *  e - K i d m i v e s ,  o u r  

n a t i o n a l  o r g a n i z a t i o n ,  l o s t  i t s  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  i n  J u n e  

1925.  ( S e e  ' F a c t  S h e e t :  N u r s e - M i d m i v e s  a n d  t h e  M a l p r a c t i c e  I n s u r a n c e  

C r i s i s ' ) .

T h e  f . m e r i c a n  C o l l e g e  o f  N u r s e - M i d m i v e s  ( R C N M )  s u c c e s s f u l l y  p a s s e d  

i i i i o  ' B i s k  R e t e n t i o n '  b i l l s  i n  C o n g r e s s  t h i s  p a s t  s u m m e r .  T h e s e  b i l l s  l a y  

t h e  g r o u n d w o r k  f o r  R C N M  t o  s t a r  1 i t ' s  o u m  i n s u r a n c e  c o m p a n y  i f  i t 

D e c o m . e s  n e c e s s a r y  in t h e  f u t u r e .  H o m e l i e r ,  m e  m o u l d  d o  s o  o n l y  a s  a n  

e x t r e m e  l a s t  r e s o r t .

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

p r e s s e d  e n o u g h  t o  c o m e  t h r o u g h  a t  t h e  ' e l e u e n l h  h o u r '  m i t h  a  

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

i n s u r a n c e  p o l i c y .  T h e  c o m p a n y  is  t h e  f i m e r c a n  C a s u a l t y  C o m p a n y ,  a 

C N R  i n s u r a n c e  c o m p a n y  b a s e d  in  C h i c a g o .  UJe h a u e  r e c e i v e d  

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

R C N M  M e m o  r e g a r d i n g  I n s u r a n c e  U p d a t e  d a t e d  S e p t e m b e r  9 , 1 9 8 6 ) .

R s  l i n n  r a n  v p p . h i p  a r p  in  a i ip r t i  r l i f f p r p n t  n r K i l i n n  t f m  n o ? r  IMo h f» no



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

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

n e c e s s a r y .  H o w e v e r ,  I n a v e  r e c e i v e d  r e q u e s t s  f r o m  s t a t e  m e m b e r s  

m h o  d e s i r e  u c c e s s  t o  M I C f i  o s  o n  o l t e r n e t i u e  i o  t i r e  C N R  p o l i c y .

T h e r e  o r e  a t  l e a s t  f o u r  R i c s k e n  C N M ' s  m h o  o r e  b e i n g  b a c k e d  b y  

p h y s i c i a n s  m h o  g e t  t h e i r  i n s u r a n c e  t h r o u g h  M 1 C R .  T h e  C N M ' s  h a v e  

c o n t a c  t e d  M I C R  t o  i n f o r m  t h e  c o m p a n y  t h a t - t h e n  h a v e  t h e i r  o w n

D i  d s '

^ - N M ^ T i i e y  o r e  a p p a r e n t l y  t o t a l l y  d i s r e g a r d i n g  t h e  n u r s e - m i d w i f e  s

o m n  c c v e r a o e .  a M i C R  s t a t u t e  a m e n d m e n t  m o u l d  m o k e  it p o s s i b l e  f o r  «/
a c e r t i f i e d  n u r s e - m i d m i f e  t o  a c q u i r e  a n  i n d i v i d u a l  p o l i c y  t h r o u g h  

M I C R .  P e r h a p s  i f  t h e  C N M  h o d  h e r  o m n  c o v e r a g e  t h r o u g h  M : C f i ,  t h e  

p h y s i c i a n  ’p e n a l t y 1 f a c t o r  ( e n d ,  t h e r e f o r e ,  a  C K H  p r a c t i c e  h i n d r a n c e )  

w o u l d  b e  e l i m i n a t e d .  I n  a d d i t i o n ,  t h o s e  C N M ' s  n e e d i n g  h i g h e r  

c o  n o g e  r n i o h t  b e  e b i e  t o  n e t  i t  t h r o u a h  M I C R .J   ̂ -t mm

I n  p u r s u i n g  a M I C R  a m e n d m e n t  t h e r e  e r e  t w o  i s s u e s  t o  c o n s i d e r .  T c  

m y  k n o w l e d g e ,  t h e r e  a r e  f e r n  n u r s e - m i d m i u e s  m h o  m o u l d  c h o o s e  

M I C R  c o v e r a g e  u n l e s s  M i C f i ' s  r a t e  s t r u c t u r e  m a s  s i m i l a r  t o  t h a t  

o f f e r e d  b y  t h e  n a t i o n a l  p o l i c y  m i t h  C N R .  I h a v e  b e e n  t o l d  i n  t h e  p a s t  

b y  f i r t  S t a n f o r d  a t  M I C R  t h a t  m e  m o u l d  b e  p i a c e d  in t h e  F a m i l y  

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

m c i r i w i i v e l u  i i io f t .  I t  i s  m u  n o p e  t h a t  M I C R  m o u l d  h a v e  i c  J u s t i f y  t h i smf 'mi r  ** -

m o v e  t o  t h e  s t a t e  D i v i s i o n  o f  I n s u r a n c e  r e f  h e r  t h a n  a r b i i r a r l i u  p l a c i n g  

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

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

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

a  r a t e  s t r u c t u r e  f o r  c e r t i f i e d  n u r s e - m i d m i u e s .

^ i m s  p o i f i y i L l I m e ^ l  p r o p o s e  t h a t  l a n g u a g e  b e  c h a n g e d  i o  r e a d  ‘n u r s e s  

a n d  o d v a n c e d  n u r s e  p r a c t i t i o n e r s ' .  C e r t i f i e d  n u r s e - m i d m i u e s  a r e  

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

m o r d i n g  m o u l d  g i v e  a  b r o a d e r  c a t e g o r y  o f  n u r s e s  a c c e s s  t o  M i C R  i f  

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

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

in  f i l a s k a  ) .

I n  s u m m a r y ,  c e r t i f i e d  n u r s e - m i d m i u e s  in  f i l a s k a  c o n t i n u e  t o  s e e k  

a c c e s s  t o  M I C R  l i a b i l i t y  i n s u r a n c e  a s  a n  a l t  . ' m o t i v e  t o  t h e  C N R  p o l i c y  

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

s e s s i o n .  T h a n k s  f o r  y o u r  t i m e  o n d  e f f o r t s .



S i n c e r e l y .

M a r i l y n  P i e r c e - B u l g e r ,  C N M  
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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  Y E S

M K M O

TO:  C h a p t e r  C h a i r s

FROM:  M a r y  R i t a  P r a h

RE:  I n s u r a n c e  U p d a t e :  P l e a s e  s h a r e  t h i s  i n f o r m a t i o n  w i t h  CRMs  i n
y o u r  c h a p t e r .

DATE:  S e p t e m b e r  9 ,  1 9 8 6

F i l i n g s  a n d  A p p l i c a t i o n s

ACKM t i n s  b e e n  i n f o r m e d  b y  CKA t h a t  r a t e  f i l i n g s  f o r  e a c h  
s t a l e  w e r e  s e n t  t o  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  o n  F r i d a y ,  
A ugust 2 9 ,  1 9 8 6 .  'D ie  a p p l i c a t i o n s  w i l l  b e  s e n t  t o  CKMs a s  t h e
f i l i n g s  a r e  a p p r o v e d .  A l t h o u g h  s o m e  s t a t e s  h a v e  " f i l e  a n d  u s e "  
r e g u l a t i o n s ,  t h i s  a p p l i e s  o n l y  t o  t h e  i n s u r a n c e  " r a t e s , "  n o t  t o  
t h e  " f o r m s , "  w h i c h  s t i l l  n e e d  t o  b e  a p p r o v e d  b y  t h e  s t a t e  b e f o r e  
t h e  i n s u r a n c e  ma y  b e c o m e  e f f e c t i v e .  CKA i s  e x p e c t i n g  m o s t  
a p p r o v a l s  t o  c o m e  t h r o u g h  t h i s  w e e k  a n d  h a s  a p p l i c a t i o n s  r e a d y  t o  
m a i l  a s  t h e  a p p r o v a l s  c o m e  i n .

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

H o s p i t a l  P r i v i l e g e s  a n d  t h e  A m o u n t  o f  C o v e r a g e :  1 m i l l i o n / 1  m i l l i o n

ACKM h a s  r e c e i v e d  m a n y  c a l l s  f r o m  CKMs r e q u e s t i n g  1
m i l l i o n / 3  m i l l i o n  c o v e r a g e  u n d e r  t h i s  CKA p o l i c y .  T h e  CKMs a r e
c o n c e r n e d  a b o u t  l o s i n g  h o s p i t a l  p r i v i l e g e s  s i n c e  t h e y  a r e  u n a b l e  
t o  p u r c h a s e  t h e  1 m i l l i o n / 3  m i l l i o n  c o v e r a g e  r e q u i r e d  by  m a n y  
h o s p i t a l s .

ACKM d i d  t r y  t o  o b t a i n  1 m i l l i o n / 3  m i l l i o n  c o v e r a g e  f r o m  
t h e  i n s u r a n c e  c o n s o r t i u m .  H o w e v e r ,  b e c a u s e  o f  c o n d i t i o n s  i n  t h e  
m a r k e t  p l a c e  , 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  a t  t h e  p r e s e n t  t i m e .  
ACKM w i l l  c o n t i n u e  t o  t r y  t o  o b t a i n  t h i s  c o v e r a g e  i n  t h e  f u t u r e  
a n d  CKA h a s  i n d i c a t e d  t h a t  t h e y  ma y  r e e v a l u a t e  t h e  c o v e r a g e  i n  
n o t  l e s s  t h a n  1 y e a r .

I n  t h e  m e a n t i m e ,  CKMs  a n d  o t h e r  h e a l t h  c a r e  p r o v i d e r s  
( i n c l u d i n g  p h y s i c i a n s )  a r e  f a c e d  w i t h  t h e  d i f f i c u l t  t a s k  o f  
c o n v i n c i n g  h o s p i t a l  a d m i n i s t r a t o r s  a n d  h o s p i t a l  r i s k  m a n a g e r s  t o  
a c c e p t  t h e .  l o w e r  l e v e l  o f  c o v e r a g e  d u r i n g  t h i s  i n t e r i m  t i m e



p e r i o d .  I n  s o m e  a r e a s  o f  t h e  c o u n t r y  CKMs a n d  p h y s i c i a n s  h a v e  
b e e n  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 .  T h e  f o l l o w i n g  i s  s o m e  
i n f o r m a t i o n  w h i c h  ma y  b e  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  w h 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 .  Ma n y  t i m e s  t h e  
h o s p i  t e l  b y - l a w s  s p e c i f y  a s p e c i f i c  a m o u n t  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 .  Yo u  n e e d  t o  f i r s t  
b e e t  e  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  y o u  
a r e  e a 1 i  n g w i t h .  K e x t  y o u  n e e d  t o  l e a r n  h o w  t  h e  s e  r e g u l a t i o n s  
a r e  v o t e d  u p o n  o r  d e c i d e d  i n  o r d e r  t o  c h a n g e  t h i s  s i t u a t i o n .  
( F o r  e x a m p l e ,  i f  t h e  w o r d  " a d e q u a t e "  i s  u s e d ,  y o u  n e e d  t o
i n f l u e n c e  t h e  p e r s o n  w h o s e  j o b  i t  i s  t o  d e t e r m i n e  w h a t  " a d e q u a t e "  
m e a n s .  I n  o t h e r  c a s e s ,  y o u  ma y  n e e d  t o  a m e n d  t h e  b y - l a w s . )  I t
w o u l d  a l s o  h e l p  t o  b e  f a m i l i a r  w i t h  t h e  l a w s  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 n u m b e r  o f  
s t a t e s  w h i c h  h a v e  p l a c e d  a " c a p "  o n  a w a r d s  a n d  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  t e i n g  d i s c u s s e d .  Do t a k e  t h e  t i m e  t c  b e c o m e  i n f o r m e d  
w i 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  a n  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 e m  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  
CKA,  t h e  f o l l o w i n g  a d v i c e  w a s  g i v e n :  I m p r e s s  o n  y o u r  h o s p i t a l
t h a t  CKA i s  a n  A+ r a t e d  c a r r i e r  a n d  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  m o s 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 ! v  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  n e e  a a S 3  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  
CKA 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 h e  h a d  n o t  s e e n  a c a s e  w h e r 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  n e e d e d  t h e  S 3  m i l l i o n  a n n 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  w h i c h  s h e  h a d  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  w h e n  a n y  o f
t h e i r  s t a f f  h a d  n e e d e d  t h e  S 3  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  w o u l d  b e  v e r y  u s e f u l  t o  f o r c e  t h e m  i n  t h i s  wa y
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  w o u l d  a l s o  b e  h e l p f u l  t o  l o o k  a t  t h e  ACKM c l a i m s  d a t a  
f o r  y o u r  s t a t e .  M o s t  c h a p t e r  c h a i r s  h a v e  u s e d  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  m o s 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 .
P .e m e rab e r  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 ,  a n d  t h a t  t h e  S I  
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 o m  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 h e  
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  h a s  h i t  e v e r y o n e  a n d  p h y s i c i a n  
p r e m i u m s  a r e  a l s o  s k y r o c k e t i n g .  T h e y  ma y  b e  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



C h a p t e r  C h a i r s  
S e p t e m b e r  9 ,  1 9 S 6 
P a g e  3

P. cm e m b e r  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  b v  a 
n u m b e r  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 ?  W h a t  
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 ?  T h e  g o v e r n o r ?  T h e  m a y o r ?  
W o u l d  n n  a r t i c l e  i n  t h e  p a p e r  i n f o r m i n g  c o n s u m e r s  . . h e l p ?  . . .  A l s o ,  
H e l e n  V.  B u r s t  h e a d s  u p  t h e  C o l l e g e ' s  T a s k  F o r c e  o n  J C A H .  O n l y  
C.WMs i n  a p a r t i c u l a r  s i t u a t i o n  c a n  d e t e r m i n e  t h e  b e s t  s t r a t e g y .  
G o o d  l u c k .

M R P :vh

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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F A C T  S H E E T :  N U R S E - M I D W I  V K S

A N D  T H E  M A L P R A C T I C E  I N S U R A N C E  C R I S I S

Y l i E  P R O B L E M  O v e r  h a l f  o f  t h e  A m e r i c a n  C o l l e g e  o f  N u r s c -

M i d w i v e s 1 m e m b e r s  h a v e  l o s t  fhc-ir rna 1 pr a c -  

ti c e  i n s u r a n c e ,  a n d  s o  far n o  c o m p a n y  in t h e  

i n s u r a n c e  i n d u s t r y  a p p e a r s  w i l l i n g  t o  w r i t e  

a r e p l a c e m e n t  p o l i c y .  T h e  t h r e a t  o f  a n  

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

o t h e r  m e  m b e r s  as w e l l .  T h i s  s i t u a t i o n  is 

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

a n c e  i n d u s t r y  a n d  n o t  b y  A C K M  p r o f e s s i o n a l  

p e r f o r m a n c e .  In an a t t e m p t  to k e e p  p r a c t i c ­

i n g ,  n u r  se-ini d w i v e s  h a v e  b e e n  f o r c e d  to 

p u r s u e  a v a r i e t y  o f  t e m p o r a r y  c o v e r a g e s  ( s e e  

o p t i o n s ,  p a g e  3). B u t  t h e  o u t l o o k  f o r  a 

m o r e  s a t i s f a c t o r y  r e m e d y  is b l e a k .  V i r t u ­

a l l y  an e n t i r e  p r o f e s s i o n  is in j e o p a r d y  o f  

e x t i n c t i o n .

B A C K G R O U N D  T h e  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

( A C N M )  is t h e  p r o f e s s i o n a l  o r g a n i z a t i o n  f or 

n a t i o n a l l y  c e r t i f i e d  n u r s e - m i d w i v e s  ( C K M s )  

in t h e  U n i t e d  S t a t e s .  I t s  2 , 5 0 0  m e m b e r s  

r e p r e s e n t  c l o s e  t o  85 p e r c e n t  o f  t h e  p r o ­

f e s s i o n  .

M e m b e r s  o f  t h e  C o l l e g e  a r e  e x p e r t s  in c a r e  

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

l a b o r  a n d  d e l i v e r y ,  a s  w e l l  a s  c a r e  f o r  b o t h  

m o t h e r  a n d  c h i l d  a f t e r  t h e  b a b y  is b o r n .

N o  m e m b e r  is a n  " o r d i n a r y  m i d w i f e "  i n  t h e  

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

w i t h  2 8  i n s t i t u t i o n s  o f  h i g h e r  l e a r n i n g ,  
a m o n g  t h e m  Y a l e ,  C o l u m b i a ,  S t a n f o r d ,  G e o r g e -
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t o w n  a n d  m a n y  s t a t e  u n i v e r s i t i e s .  C K M s  a rk 

in c l i n i c a l  c o l l a b o r a t i o n  w i t h  p h y s i c i a  s.

B e t w e e n  J u l y  1/ 1 9 8 4 ,  a n d  J u l y  1, 1 9 8 5 ,  

a b o u t  1 , 4 0 0  C N M s  h a d  m a l p r a c t i c e  i n s u r a n c e  

u n d e r  a b l a n k e t  A C N M  p o l i c y  w r i t t e n  b y  t h e  

M u t u a l  F i r e ,  M a r i n e  & I n l a n d  I n s u r a n c e  C o m ­

p a n y  o f  P h i l a d e l p h i a .

T h e - c o m p a n y  n o t i f i e d  A C N M  i n  M a y  1 9 8 5  t h a t  

t h e  p o l i c y  w o u l d  n o t  b e  r e n e w e d  —  n o t  b e ­

c a u s e  o f  i t s  m e m b e r  s' p r o f e s s i o n a l  p e r f o r m ­

a n c e ,  b u t  b e c a u s e  of g e n e r a l  c o n d i t i o n s  in 

t h e  i n s u r a n c e  i n d u s t r y  ( t h e  u n a v a i l a b i l i t y  

o f  r e i n s u r a n c e ) .

M u t u a l  F i r e  M a r i n e  a n d  I n l a n d  is t h e  t h i r d  

i n s u r a n c e  c a r r i e r  t h e  A C N M  h a s  w o r k e d  w i t h  

in t h e  p a s t  t h r e e  y e a r s .  I n  t h e  1 9 7 0 s  t h e  

p r e m i u m  p e r  m e m b e r  w a s  £ 3 8  p e r  y e a r .  It h a d  

r i s e n  t o  a n  a v e r a g e  o f  $ 1 , 0 0 0  a y e a r  in 1 9 8 5 .

S u i t s  h a v e  b e e n  f i l e d  a g a i n s t  o n l y  s i x  

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

c o n s i d e r e d  l o w  a m o n g  m e d i c a l  p r o f e s s i o n ­

als.'

A f t e r  M u t u a l  F i r e ' s  n o n - - r e n w a l ,  A C N M ,  t h r o u g h  

i t s  i n s u r a n c e  b r o k e r ,  c o n t a c t e d  17 i n s u r a n c e  

c o m p a n i e s  in t h e  U. S. A C N M  b e l i e v e s  t h i s  

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

s i o n a l  l i a b i l i t y  i n s u r a n c e .  T o  d a t e  t h e  

C o l l e g e  h a s  b e e n  t u r n e d  d o w n  b y  a l l  o f  t h e m .

P e r s o n a l  a p p e a l s  t o  i n s u r a n c e  c o m p a n y  

e x e c u t i v e s  y i e l d e d  n o  r e s u l t s ,  a n d  a d d i ­

t i o n a l  a p p e a l s  t o  t h e m  e m p h a s i z i n g  t h e  l o w  

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

m a  o e .

N u r s e - m i d w i v e s  h a v e  b e e n  t a l k i n g  w i t h  i n ­

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

o f f i c i a l s  of i n d i v i d u a l  s t a t e s .  To d a t e  

o n l y  o n e  s t a t e  o u t  o f  f i f t y  - -  N e w  J e r s e y  - -  

h a s  b e e n  a b l e  t o  o f f e r  i n s u r a n c e  f r o m  a 

p r i v a t e  c a r r i e r .



C K M s  f e e l  b o t h  a m o r a l  a n d  a p r a c t i c a l  

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

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

I a n y  u n i n t e n t i o n a l  h u m a n  e r r o r  o n  t h e i r

p a r t .  In a d d i t i o n ,  m a n y  C K M s  m u s t  c a r r y  

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

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

I N S U R A N C E  O P T I O N S  - I n  s o m e  s t a t e s ,  i n d i v i d u a l  C K M s  h a v e  f o u n d  

l-'Oil l K M s  I K  1 9 8 5  c o v e r a g e  t h r o u g h  a n  i n s u r e r  s u c h  a s  a p h y ­

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

u s u a l l y  c a r r y  p r a c t i c e  r e s t r i c t i o n s .

- S o m e  C K M s  m a y  b e  c o v e r e d  t h r o u g h  t h e i r  

e m p l o y e r s .  T h i s  m a y  n o t  s h i e l d  t h e m  f r o m  

p e r s o n a l  l i a b i l i t y  t h e r e f o r e  A C K M  e n c o u r a g e s  

C K M s  t o  c a r r y  t h e i r  o w n  p r o f e s s i o n a l  l i a b i l ­

i t y  i n s u r a n c e  as w e l l .

- P r o v i d i n g  t h a t  c e r t a i n  c o n d i t i o n s  a r e  m e t ,  

C K M s  m a y ,  f o r  t h e  t i m e  b e i n g ,  o b t a i n  c o v e r ­

a g e  t h r o u g h  t h e  A m e r i c a n  .Kurr.es A s s o c i ­

a t i o n ' s  ( A N A ' s )  or t h e  A m e r i c a n  C o l l e g e  o f  

O b s t e t r i c i a n s  a n d  G y n e c o l o g i s t s '  ( K A A C O G ' s )  

i n s u r a n c e  p o l i c i e s .

- S o m e  s t a t e s  - -  e . g . ,  N e w  Y o r k  a n d  T e x a s  - -  

h a v e  e x t e n d e d  j o i n t  u n d e r w r i t i n g  a u t h o r i t y  

t o  i n c l u d e  n u r s e - m i d w i v e s . H o w e v e r ,  a n t i c i ­

p a t e d  p r e m i u m  l e v e l s  w i l l  b e  p r o h i b i t i v e  

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

w i v e s  is ^ 2 5  , 0 0 0 .

-  N u r s e  m i d w i v e s  a r e  a p p e a l i n g  t o  C o n g r e s s  

t o  e n a c t  e m e r g e n c y  l e g i s l a t i o n  t o  p r o v i d e

r e l i e f .
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NURS E  P R A C T IT IO N E R S  are
Registered Nurses who have obtained 
advanced education.
Theyare l icensedbytheStateof Alaska and 
i d e n t i f i e d  by t h e  i n i t i a l s  A .N .P .  
(Advanced Nurse Practitioner).

N U R S E  P R A C T IT IO 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 condit ions and prescribe and 
monitor medicat ions. When necessary 
NURSE PRACTITIONERS consult with 
and/or refer you to other health profession­
als in the community.

A s  w i t h  o t h e r  p r o f e s s i o n s , N U R S E  

P R A C T I T I O N E R S  h a v e  s p e c i a l  a r e a s  of 

ex p e r t i s e :

PEDIAT RIC N U R S E  P R A C T I T IO N E R S  

w o r k  w i t h  i n fan t s ,  ch i ld re n ,  a d o l e s c e n t s  

a n d  t h e i r  p a r e n t s .  T h e i r  e x p e r t i s e  is in chi ld 

g r o w t h  a n d  d e v e l o p m e n t  a n d  t h e  spec ia l  

n e e d s  of t h e  h a n d i c a p p e d  or  g if ted  chi ld 

a n d  family.

T h e y  d i a g n o s e ,  t r e a t ,  a n d  m a n a g e  a c u t e  

a n d  c h r o n ic  i l l n e s s e s  a n d  p ro v ide  p a r e n t  

e d u c a t i o n .

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

w o r k  w i t h  e ld er ly  in d iv id u a l s  a n d  fami l i es  

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

c l i e n t  to m a i n t a i n  t h e  h i g h e s t  d e g r e e  of 

i n d e p e n d e n c e  poss ib le .

W O M E N ' S  HEALTH C A R E  N U R S E  

P R A C T I T I O N E R S  provide  c o m p le t e  o b s t e t ­

rical  a n d  g y n e c o lo g ic a l  c a r e  to w o m e n  of all 

a g e s .

A D U L T  N U R S E  P n A C T l  i I O N  E R S  

w o r k  w i t h  a d u l t s  to a c h i e v e  a n d  m a i n t a i n  a 

h e a l t h y  l i festy le .  T h e i r  e x p e r t i s e  is in a d u l t  

g r o w t h  a n d  d e v e l o p m e n t  t h r o u g h  t h e  

l i f e s p an .

C E R T I F I E D  N U R S E  M I D W I V E S  w o rk  

w i t h  t h e  p r e g n a n t  family .  Th eir  e x p e r t i s e  is 

p r e n a t a l  c a r e ,  l ab o r  a n d  del ivery ,  a n d  p o s t  

p a r t u m  ca re .

FA M IL Y  N U R S E  P R A C T I T I O N E R S  

w o r k  w i t h  i n d i v id u a l s  a n d  f a m i l i e s  of all 

a g e s .  T h ey  a r e  c o n s i d e r e d  t h e  g e n e r a l i s t  of 

n u r s e  p r a c t i t i o n e r s .  T h e i r  e x p e r t i s e  is in 

v i e w i n g  t h e  ove ra l l  h e a l t h  a n d  w e l l - b e i n g  of 

t h e  f am i ly  uni t .  T h e y  d i a g n o s e  a n d  t r e a t  

a c u t e  a n d  c h r o n i c  i l l n e s s e s  of i n d iv id u a l s  of 

all a g e s .



N U R S E  P R A C T I T I O N E R S  w o r k  

in e m er g en cy  room s, hospi tals,  clinics, nmbula-  

ii ' ry c;iri; c e n t e r s ,  p h y s i c i a n  o ff ices ,  h e a l t h  

d e p a r t m e n t s ,  s t u d e n t  h e a l t h  c e n t e r s  a n d  

vis i t ing n u r s e  a g e n c i e s .

N u r s e  
P r a c t i t i o n e r s

Also.  N U R S E  P R A C T I T I O N E R S  m ay  

h a v e  the i r  o w n  pr iva te  p r a c t i c e s .

N U R S E  P R A C T I T I O N E R S  w o r k  w i th  

you to r e d u c e  yo u r  h e a l t h  c a r e  cos t ,  'n  

g e n e r a l ,  t h ey  co s t  no  m o r e  a n d  o ' t e n  !e^s 

t h a n  a p h y s i c i an  in y o u r  a r e a .

C O P Y R I G H T  •• 1936 
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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  

C S H B  4 6  ( L f r C )

U J o r k  D r a f t  -  F o r d  3 / 1 0 / 8 7

P r e p a r e d  b y :  R l a s k a  D i u i s i o n  o f  I n s u r a n c e  

D a t e :  3 / 1 0 / 8 7

O U E B U I E W

T h i s  m o r k  d r a f t  c o m m i t t e e  s u b s t i t u t e  e n c o m p a s s e s  a b o u t  12 i n s u r a n c e  

i s s u e s  in  o n e  " o m n i b u s 11 bi l l  o n  i n s u r a n c e  i s s u e s .  M o s t  o f  t h e  i t e m s  

c o n t a i n e d  in t h e  bil l  h a u e ,  a t  o n e  t i m e  o r  a n o t h e r ,  b e e n  r e q u e s t e d  b y  

t h e  D i u i s i o n  o f  I n s u r a n c e .  T h e  D i u i s i o n  o f  I n s u r a n c e  s u p p o r t s  t h i s  

l e g i s l a t i o n .

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

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

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

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

d r a f t .  R n  a d d i t i o n a l  a m e n d m e n t  i s  s u g g e s t e d  o n  p a g e  18.

F o r  e a s e  in  t r a c k i n g  t h e  u a r i o u s  i s s u e s ,  m e  h a u e  p r o u i d e d  p a g e  b r e a k s  

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

G e n e r a l  f l g e n t s  / M a n a g e r s  ( P a g e s  2 - 3 )

C o n t i n u o u s  L i c e n s e  ( P a g e s  4 - 6 )

F i r m  / I n d i u i d u a l  L i c e n s e  ( P a g e s  7 - 9 )

C o m m e r c i a l  C a n c e l l a t i o n  ( P a g e s  1 0 - 1 2 )

B r o k e r  B o n d  ( P a g e  13 )

B r o k e r  a s  R g e n t  ( P a g e s  1 4 - 1 5 )

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  R e c o u n t s  ( P a g e s  1 6 - 1 7 )

P r o  R a t a  o n  C a n c e l l a t i o n s  ( P a g e  18)

A l i e n  T r u s t s  D e p o s i t s  ( P a g e  19 )

N u r s e s ,  N u r s e  M i d m i f e  C o u e r a g e  ( P a g e  2 0 )

R e l o c a t i o n  o f  D e f i n i t i o n s  ( P a g e  2 1 )

R e m o u a i  o f  O b s o l e t e  o r  D u p l i c a t i u e  P r o u i s i o n s  ( P a g e  2 2 )
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G E N E R A L  A G E N T S  / M A N A G E R S

T h i s  i s s u e  e l i m i n a t e s  c o n f u s i o n  w i t h  AS 2 1 . 0 9 . 2 8 0 ,  w h i c h  c u r r e n t l y  

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

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

s o m e ,  a n d  t h e  A l a s k a  I n s u r a n c e  C o d e  d o e s  n o t  a d e q u a t e l y  m a k e  a 

d i s t i n c t i o n  b e t w e e n  t h e  t w o .  T h e  b il l  e l i m i n a t e s  r e f e r e n c e s  t o  

m a n a g e r s  a n d  r e q u i r e s  all  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 .  I t  t h e n  l i s t s  

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

S e c t i o n  I .  ( P a g e  1, L i n e s  8 - 1 9 )

AS  2 1 . 0 9  d e a l s  w i t h  i n s u r a n c e  c o m p a n i e s  t h a t  a p p l y  f o r  a n d  a r e  i s s u e d  

a C e r t i f i c a t e  o f  A u t h o r i t y .  T h e s e  c o m p a n i e s  h a u e  e l e c t e d  t o  m a k e  

t h e m s e l u e s  s u b j e c t  t o  r e g u l a t i o n  b y  t h e  A l a s k a  D i r e c t o r  o f  I n s u r a n c e  

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

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

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

a g e n t s .

S e c t i o n  2.  ( P a g e  1, L i n e s  2 0 - 2 9 ;  P a g e  2, L i n e s  1 - 1 5 )

T h i s  S e c t i o n  r e m o u e s  t h e  r e f e r e n c e s  t o  m a n a g e r s .  In  § (b ) ,  t h e  p o i n t  

t h a t  t h e  g e n e r a l  a g e n t  i s  l i c e n s e d  in t h e  s a m e  m a n n e r  a s  a n  a g e n t  

l i c e n s e d  u n d e r  AS 2 1 . 2 7 ,  i s  c l a r i f i e d .  T h i s  i s  a u i e w  t h a t  t h e  D i u i s i o n  

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

In  § ( c ) ,  t h e  r e f e r e n c e  t o  A S  2 1 . 2 7 . 5 0 0  i s  r e m o u e d  s i n c e  i t s  c o n t e n t  is 

i n c o r p o r a t e d  in t h e  n e n t  S e c t i o n .

S e c t i o n  5. ( P a g e  2, L i n e s  1 6 - 2 9 ;  P a g e  3,  L i n e  1)

§ ( f )  in t h i s  S e c t i o n ,  m o u e s  a p r o u i s i o n  f r o m  AS 2 1 . 2 7 . 5 0 0 .  I t  p r o u i d e s  

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

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

P a g e  2
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a c t i u i t y  m a y  h a u e  t h e  s a m e  a p p e a r a n c e  a s  a g e n e r a l  a g e n t .

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

s e r u i c e s  f o r  a n  i n s u r a n c e  c o m p a n y  m h e n  t h a t  p e r s o n  o r  e n t i t y  is:

( 1 )  a s u b s i d i a r y  o f  t h e  i n s u r a n c e  c o m p a n y ;

( 2 )  t h e  o w n e r  o f  t h e  i n s u r a n c e  c o m p a n y ;  o r

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

c o m p a n y .

S e c t i o n  46 .  ( P a g e  30 ,  L i n e s  1 6 - 1 8 )

T h i s  S e c t i o n  i n c l u d e s  a r e p e a l  o f  B S  2 1 . 2 7 . 5 0 0 ,  o n  l i n e  17.
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CONTINUOUS LICENSE

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

s o l i c i t o r s ,  a d j u s t e r s ,  a n d  g e n e r a l  a g e n t s ,  r a t h e r  t h a n  t h e  c u r r e n t  

s y s t e m  r e q u i r i n g  a n n u a l  r e n e w a l ,  fill l i c e n s e e s ,  h o w e u e r ,  w i l l  s t i l l  p a y  

a n  a n n u a l  f e e ,  a n d  f a i l u r e  to  p a y  m i l l  r e s u l t  in  r e u 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 .  T h i s  c h a n g e  s h o u l d  r e d u c e  t h e  p a p e r w o r k  

c u r r e n t l y  h a n d l e d  b y  t h e  D i u i s i o n .

S e c t i o n  2. ( P a g e  1, L i . i e s  2 0 - 2 9 ;  P a g e  2 ,  L i n e s  1 - 1 5 )  

C o n t i n u o u s  l i c e n s e  l a n g u a g e  i a p p e a r s  o n  P a g e  2,  L i n e s  8 - 1 2 .

S e c t i o n  4. ( P a g e  3,  L i n e s  2 - 9 )

R e f e r e n c e  t o  r e n e w  r e m o u e d  o n  L i n e s  4  &  5.  C h a n g e  o n  L i n e  8 is n o t  

s u b s t a n t i u e .

S e c t i o n  5. l .Page  5, L i n e s  1 0 - 2 7 )

R S  2 1 . 2 7 . 0 3 0 ( a ) ( 1 )  i s  a  c o n t r o l l e d  b u s i n e s s  p r o h i b i t i o n .  T h e  s u b s t a n c e  

o f  t h i s  p a r a g r a p h  h a s  b e e n  m o u e d  t o  t h e  n e u t  S e c t i o n .  § ( a )  i s  r e u i s e d  

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

a d d r e s s e d  in t h e  S e c t i o n  6. R e f e r e n c e  t o  r e n e w a l  h a s  b e e n  r e m o u e d .

S e c t i o n  6. ( P a g e  3, L i n e s  2 8 - 2 9 ;  P a g e  4 ,  L i n e s  1 - 6 )

T h i s  a d d i t i o n  t o  RS 2 1 . 2 7 . 0 3 0  a d d r e s s e s  t h e  c o n t r o l l e d  b u s i n e s s  

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

S e c t i o n  7. ( P a g e  4, L i n e s  7 - 2 9 ;  P a g e  5,  L i n e s  i - 8 )

R e f e r e n c e  t o  r e n e w a l  r e m o u e d  o n  P a g e  5 ,  L i n e  5 .

P a g e  4
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S e c t i o n  10. ( P a g e  6, L i n e s  1 4 - 2 9 :  Par  e  7,  L i n e  1 - 2 )

R e f e r e n c e  t o  d a t e  o f  e x p i r a t i o n  r e m o u e d  o n  P a g e  7.  L i n e  1.

S e c t i o n  12. ( P a g e  7, L i n e s  2 4 - 2 9 ;  P a g e  8,  L i n e s  1 - 7 )

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

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

s u b s t a n c e  i s  t h a t  o n  L i n e  1 w h e r e  r e f e r e n c e  t o  a n n u a l  c o n t i n u a t i o n  

a n d  e K p i r a t i o n  is  r e m o u e d .

S e c t i o n  15. ( P a g e  8, L i n e s  8 - 2 0 )

T h e  r e f e r e n c e s  t o  r e n e w a i  a r e  a d d r e s s e d  o n  L i n e s  9 - 1 1 .

S e c t i o n  17 ( P a g e  9, L i n e s  19 - 2 3 )

T h e  r e f e r e n c e  t o  r e n e w a i  a p p e a r s  on L i n e  2 1 .

S e c t i o n  18. ( P a g e  9, L i n e s  2 4 - 2 9 ;  P a g e  1 0,  L i n e  1 1 

T h e  r e f e r e n c e  t o  d a t e  o f  e K p i r a t i o n  is r e m o u e d  o n  L i n e  28 .

S e c t i o n  22 .  ( P a g e  1 1, L i n e s  i 0 -261

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

l i c e n s e s .  In  § ( a I a n d  § ( b ) .  a n n u a l  f e e  d a t e s  d i f f e r  in s o m e  c a s e s  f r o m  

c u r r e n t  r e n e w a l  d a t e s .  U n d e r  p r e s e n t  l a w ,  r e s i d e n t  l i c e n s e s  e u p i r e  o n  

J u n e  3 0 ,  e u c e p t  f o r  b r o k e r s ,  w h i c h  e x p i r e  o n  D e c e m b e r  31.  

N o n r e s i d e n t  a g e n t  a n d  b r o k e r s  e x p i r e  a  y e a r  f r o m  i s s u e  a n d  

n o n r e s i d e n t  a d j u s t e r s  o n  J u n e  30.  T h e  c o n t i n u a t i o n  f e e  p r o p o s e d  

w o u l d  b e  d u e  o n  a i l  a g e n t s ,  s o l i c i t o r s ,  o r  a d j u s t e r s  o n  J u n e  30 ,  a n d  all  

b r o k e r s  o n  D e c e m b e r  31 .

P a g e  5
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c h o r g e  f o r  l o t e  r e n e w a l  is  e s t a b l i s h e d  b y  r e g u l a t i o n .  T h i s  c o n c e p t  is  

a l r e a d y  t h e  c a s e  f o r  all o t h e r  f e e s  o f  t h e  D i u i s i o n  o f  I n s u r a n c e .

S e c t i o n  2 4 .  ( P a g e  12, L i n e s  1 5 - 2 9 ;  P a g e  13, L i n e s  1 - 1 8 )

T h e  r e f e r e n c e  t o  r e f u s e  t o  r e n e w  is r e m o u e d  o n  L i n e  17. S u r p l u s  l i n e s  

b r o k e r s  l i c e n s e s  a r e  n o t  b e i n g  c h a n g e d  t o  c o n t i n u o u s  l i c e n s e .  T h i s  

a c c o u n t s  f o r  t h e  i n s e r t e d  l a n g u a g e  o n  L i n e s  18  a n d  19. T h i s  t y p e  o f  

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

p l a c e  a n d  is  r e q u i r e d  t o  p o s t  a $ 2 0 0 , 0 0 0  b o n d .  F u r t h e r ,  p r o d u c e r s  o f  

b u s i n e s s  f o r  r i s k  r e t e n t i o n  g r o u p s  or  r i s k  p u r c h a s i n g  g r o u p s  u n d e r  t h e  

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

p r e f e r  t o  s e e  h o w  t h i n g s  a r e  g o i n g  t o  s h a p e  u p  t h e r e  b e f o r e  w e  

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

S e c t i o n  2 6 .  ( P a g e  13, L i n e s  2 4 - 2 9 ;  P a g e  14, L i n e s  1 - 6 )  

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

S e c t i o n  27 .  ( P a g e  14, L i n e s  7 - 1 8 )

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

S e c t i o n  28 .  ( P a g e  14, L i n e s  19-28.1 

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

S e c t i o n  29 .  ( P a g e  14, L i n e  29 ;  P a g e  15, L i n e s  1-61 

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

S e c t i o n  41 .  ( P a g e  23 ,  L i n e s  23-29.1

R e f e r e n c e  r e l a t i n g  t o  r e n e w a l  r e m o u e d .
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F I R M  / 1 N D I LM D U B L  L I C E N S E

T h i s  p o r t i o n  o f  t h e  bil l  c r e a t e s  a  n e w  d i s t i n c t i o n  b e t w e e n  i n d i v i d u a l  

l i c e n s e s  i s s u e d  t o  i n d i v i d u a l  p e r s o n s ,  a n d  f i r m  l i c e n s e s  i s s u e d  t o  

a s s o c i a t i o n s  o f  i n d i v i d u a l  l i c e n s e e s .  U n d e r  c u r r e n t  l a w ,  p e r s o n s  

o p e r a t i n g  u n d e r  a f i r m ' s  l i c e n s e  d o  n o t  t y p i c a l l y  h o l d  a n  i n d i v i d u a l  

l i c e n s e ,  b u t  a r e  n a m e d  t o  a c t  o n  t h e  f i r m  l i c e n s e .  T h i s  r e n d e r s  

i n d i v i d u a l  a c c o u n t a b i l i t y  d i f f i c u l t .  In  s o m e  c a s e s  t h e r e  is a c o n s t a n t  

a c t i v i t y  o n  a f i r m ' s  l i c e n s e  f i l e  a s  i n d i v i d u a l s  a r e  a d d e d  o r  d e l e t e d .

f l l s o  u n d e r  c u r r e n t  l a w ,  a d j u s t i n g  f i r m s  a r e  n o t  l i c e n s e d ,  o n l y  

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

A l a s k a  L a w  t o  t h e  d e t r i m e n t  o f  t h e  p u b l i c  a n d  i n d i v i d u a l  l i c e n s e e s  

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

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

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

a d j u s t i n g  i n s u r a n c e  c o n t r a c t s ,  w h e t h e r  i n d i v i d u a l  o r  f i r m ,  h a u e  t h e  

a p p r o p r i a t e  l i c e n s e .

S e c t i o n  7. ( P a g e  4, L i n e s  7 - 2 9 ;  P a g e  5, L i n e s  1 -8 J

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

l i c e n s e  h a s  b e e n  c h a n g e d  t o  a p p l y  t o  i n d i v i d u a l  l i c e n s e e s .  S i n c e  e a c h  

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

e x a m i n e d .  T h i s  is a c c o m p l i s h e d  w i t h  i n s e r t i o n s  a t  P a g e  4, L i n e  9 a n d  

P a g e  5,  L i n e  2.

S e c t i o n  8. ( P a g e  5, L i n e s  9 - 2 9 ;  P a g e  6, L i n e s  1 - 7 )

T h i s  S e c t i o n  a d d r e s s e s  t h e  q u a l i f i c a t i o n s  f o r  l i c e n s e .  It h a s  b e e n  

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

L i n e s  29  a n d  1, a v o i d  a d d i t i o n a l  p a p e r w o r k  b y  p r o v i d i n g  t h a t  a p e r s o n  

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

S e c t i o n  9 .  ( P a g e  6 ,  L i n e s  8 - 1 5 )

P a g e  7
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T h i s  S e c t i o n  a l s o  a d d r e s s e s  t h e  q u a l i f i c a t i o n s  f o r  l i c e n s e .  I t  a p p l i e s  t o  

f i r m  l i c e n s e s .

S e c t i o n  10. ( P a g e  6, L i n e s  1 4 - 2 9 ;  P a g e  7, L i n e  1 - 2 )

T h e  o n l y  c h a n g e s  o f  s u b s t a n c e  in t h i s  S e c t i o n  a r e  f o u n d  o n  L i n e s  

2 1 - 2 4 .  T h e  d i s t i n c t i o n  b e t m e e n  f i r m  a n d  c o r p o r a t i o n  is  r e m o u e d .  fl 

d e f i n i t i o n  f o r  f i r m  i s  i n t r o d u c e d  in S e c t i o n  4 4  o n  P a g e  2 9 ,  L i n e s  1 1 - 1 4 .  

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

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

S e c t i o n  11. ( P a g e  7, L i n e s  3 - 2 3 )

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

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

c a u s e  f o r  r e u o c a t i o n  o r  s u s p e n s i o n .

S e c t i o n  14. ( P a g e  8,  L i n e s  2 1 - 2 4 )

T h i s  S e c t i o n  p r o u i d e s  t h a t  ( h e  f i r m  b r o k e r  l i c e n s e  c o u e r s  i n d i u i d u a l  

b r o k e r  m e m b e r s  o f  t h e  f i r m .

S e c t i o n  2 5 .  ( P a g e  1 1, L i n e s  2 7 - 2 9 ;  P a q e  12, L i n e s  1 - 1 4 )

T h i s  S e c t i o n  a d d r e s s e s  t e m p o r a r y  l i c e n s e s .  I t  p r o u i d e s  f o r  a 

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

s u b s t a n t i u e  c h a n g e .

S e c t i o n  25 .  ( P a g e  13, L i n e s  1 9 - 2 3 )

S i n c e  p e r s o n s  a r e  n o  l o n g e r  d e s i g n a t e d  in t h e  l i c e n s e  t o  e u e r c i s e  i t s  

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

P a g e  8



S e c t i o n  4 4 .  ( P a g e  2 7 ,  L i n e s  2 - 2 9 ;  P a g e  2 8 ,  L i n e s  1 - 2 9 ;  P a g e  29,  

L i n e s  1 - 2 9 ;  P a g e  30 ,  L i n e s  1 - 2 )

D e f i n i t i o n  o f  " f i r m "  i n t r o d u c e d  o n  P a g e  28 ,  L i n e s  1 1 - 1 4 .

S e c t i o n  4 6 .  ( P a g e  3 0 ,  L i n e s  1 6 - 1 8 )
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RS 2 1 . 2 7 . 0 4 0 ( b )  i s  r e p e a l e d .  T h i s  i s  t h e  s u b s e c t i o n  t h a t  r e q u i r e s  f i r m s  

t o  d e s i g n a t e  a l l  i n d i u i d u a l s  o n  t h e  f i r m  l i c e n s e .
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C O M M E R C I A L  C A N C E L L A T I O N

AS 2 1 . 3 6 . 2 1 0  -  3 1 0  c u r r e n t l y  p l a c e s  a l i m i t a t i o n  o n  a n  i n s u r a n c e  

c o m p a n y ' s  r i g h t  t o  c a n c e l  in m i d - t e r m ,  p e r s o n a l  l i n e s  o f  i n s u r a n c e ,  

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

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

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

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

T o  a c c o m p l i s h  t h i s ,  i t  i s  n e c e s s a r y  t o  s u b s t a n t i a l l y  r e w o r k  AS 

2 1 . 3 6 . 2 1 0  -  3 1 0 .  A n u m b e r  o f  s e c t i o n s  h a u e  b e e n  r e l o c a t e d  a n d  a 

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

e n c e p t  t h a t  n o t i c e  p e r i o d  h a s  b e e n  e n t e n d e d  f r o m  2 0  d a y s  to  60  d a y s .

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

s t a t u t e  i s  s i m i l a r  t o  t h o s e  in o t h e r  s t a t e s  w i t h  o n e  m a j o r  e x c e p t i o n .  

T h e  p r o p o s e d  bil l  r e q u i r e s  t h a t  a n y  u n e a r n e d  p r e m i u m  b e  r e t u r n e d  t o  

t h e  i n s u r 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 .

S e c t i o n  5 1 .  ( P a g e  16. L i n e s  12-23.1 

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  5 2 .  ( P a g e  16, L i n e s  2 4 - 2 9 ;  P a g e  17, L i n e s  1 - 1 1 )

N o  s u b s t a n t i u e  c h a n g e .  T h i s  is  m e r e l y  a r e l o c a t i o n  o f  AS 2 1 . 3 6 . 3 0 0 .

S e c t i o n  3 5. ( P a g e  17, L i n e s  1 2 - 2 9 ;  P a g e  18. L i n e  I I  

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  5 4 .  ( P a g e  18, L i n e s  2 - 2 9 ;  P a g e  19, L i n e s  1-81

T h i s  S e c t i o n  e s t a b l i s h e s  t h e  p e r m i s s i b l e  r e a s o n s  f o r  c a n c e l l a t i o n  o f  a

P a g e  1 0
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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 .  In  a d d i t i o n ,  t h e  D i r e c t o r  o f  

I n s u r a n c e  is  g r a n t e d  d i s c r e t i o n  in t h e  e u e n t  a n o t h e r  u a l i d  r e a s o n  t o  

c a n c e l  h a s  n o t  b e e n  a n t i c i p a t e d  m i t h  t h i s  l e g i s l a t i o n .

S e c t i o n  5 5 .  ( P a g e  19, L i n e s  9 - 2 1 )

T h i s  S e c t i o n  e x t e n d s  t h e  n o t i c e  p e r i o d  f o r  p e r s o n a l  i n s u r a n c e  

c a n c e l l a t i o n s  f r o m  2 0  d a y s  t o  6 0  d a y s .

S e c t i o n  5 6 .  ( P a g e  19, L i n e s  2 2 - 2 9 ;  P a g e  2 0 ,  L i n e s  1 - 1 4 )

§ (b )  o f  t h i s  S e c t i o n  e s t a b l i s h e s  a  60  d a y  p e r i o d  o f  n o t i c e  o n  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 ,  e x c e p t  f o r  n o n p a y m e n t  o f  p r e m i u m ,  m n i c h  is 

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

t h e  n o t i c e .

§ ( c )  r e q u i r e s  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  p r i o r  to  t h e  e f f e c t i u e  

d a t e  o f  c a n c e l l a t i o n .  I f  t h e  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 ,  r e t u r n  o f  

u n e a r n e d  p r e m i u m  m u s t  o c c u r  m i t h i n  4 5  d a y s  a f t e r  c a n c e l l a t i o n .  

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

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

e n p i r a t i o n  o f  t h e  p o l i c y .  U Jh i le  t h i s  m a y  c a u s e  s o m e  d i f f i c u l t y  f o r  t h e  

i n s u r e r ,  i t  s h o u l d  b e  r e m e m b e r e d  t h a t  t h i s  s p e a k s  t o  a n  i n s u r e r  

i n i t i a t e d  c a n c e l l a t i o n .  I n s u r e r s  c a n  u s e  t e n t a t i u e  o r  p r o j e c t e d  

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

k n o m  t h e y  a r e  g o i n g  t o  c a n c e l ,  s o  t h e y  c a n  a l s o  c o n t r o l  t h e  a u d i t  

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

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

S e c t i o n  5 7 .  ( P a g e  2 0 ,  L i n e s  1 5 - 2 9 ;  P a g e  2 1 ,  L i n e s  1 - 2 )

T h e  n o t i c e  o f  n o n r e n e m a l  is  u n c h a n g e d  f o r  p e r s o n a l  i n s u r a n c e  a t  20  

d a y s .  T h e  n o t i c e  o f  n o n r e n e m a l  f o r  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  

is  4 5  d a y s .

P a g e  ! 1
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S e c t i o n  5 8 .  ( P a g e  2 1 ,  L i n e s  3 - 1 2 )  

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  4 0 .  ( P a g e  2 1 ,  L i n e s  2 4 - 2 9 ;  P a g e  22 ,  L i n e s  1 - 2 9 ;

P a g e  23 ,  L i n e s  1 - 2 2 )

T h e  d e f i n i 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 "  is  n e w .  T h e  

r e m a i n d e r  o f  t h e  c h a n g e s  in t h i s  S e c t i o n  a r e  n o t  s u b s t a n t i u e .  T h e  l i m i t  

o n  c a n c e l l a t i o n  w i l l  e n t e n d  t o  u e s s e l s  u n d e r  5 0  d i s p l a c e m e n t  t o n s  

w h i c h  w i l l  c o u e r  m o s t  o f  A l a s k a ' s  f i s h i n g  f l e e t .

S e c t i o n  4 6 .  ( P a g e  3 0 ,  L i n e s  16-18.1

RS 2 1 . 3 6 . 2 1 0 ( c )  i s r e p e a l e d  a s  i t is  n o t  n e e d e d .

RS 2 1 . 3 6 . 2 1 0 ( e )  i s r e p e a l e d  b e c a u s e  i t h a s  b e e n  r e l o c a t e d  in t h e  

d e f i n i t i o n  o f  “p e r s o n a l  i n s u r a n c e . ' o n  P a g e  2 2 ,  L i n e s  2 5 - 2 9  a n d  o n  P a g e  

23 ,  L i n e s  1 - 1 1 .

R3 2 1 . 3 6 . 2 3 0  is  r e p e a l e d  a s  i t i s  n o t  n e e d e d .

R S  2 1 . 3 6 . 3 0 0  is  r e p e a l e d  b e c a u s e  it h a s  b e e n  m o u e d  t o  S e c t i o n  32 .
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B R O K E R  B O N D

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

t h e  c u r r e n t  $ 5 , 0 0 0  t o  $ 5 0 , 0 0 0 .  T h e  b o n d  i s  a u a i l a b l e  f o r  t h e  p e o p l e  o f  

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

a m o u n t  i s  n o t  k n o m n  a t  t h i s  t i m e .  T h i s  i s  n o t  a D i u i s i o n  o f  I n s u r a n c e ,  

p r o p o s a l ,  b u t  m e  h a u e  n o  o b j e c t i o n  t o  i t .  T h e r e  is  a c o n c e r n  t h a t  t h e  

s i z e  o f  t h e  b o n d  m a y  a c t  a s  a  b a r r i e r  t o  n e m  b r o k e r s  e n t e r i n g  t h e  

p r o f e s s i o n .

S e c t i o n  15. ( P a g e  8, L i n e s  8-20.1

T h e  i n c r e a s e d  b o n d  a m o u n t  a p p e a r s  o n  L i n e s  14  a n d  16.

P a g e  I s -
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BROKER RS RGENT

f l l a s k a  c u r r e n t l y  l i c e n s e s  t w o  k i n d s  o f  i n s u r a n c e  p r o d u c e r  u n d e r  RS 

2 1 . 2 7 ,  a g e n t  a n d  b r o k e r .  T h e  a g e n t  r e p r e s e n t s  a n  i n s u r a n c e  c o m p a n y  

t h r o u g h  a p p o i n t m e n t  a n d  c o n t r a c t .  On  t h e  o t h e r  h a n d ,  t h e  b r o k e r  

r e p r e s e n t s  t h e  p u r c h a s e r  o f  i n s u r a n c e .  I t  is  t y p i c a l  f o r  a n  i n s u r a n c e  

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

u s u a l l y  d o e s  n o t  k n o w ,  u n d e r  w h i c h  l i c e n s e  a p r o d u c e r  is  a c t i n g .  M o s t  

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

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

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

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

i m p o r t a n t .

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

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

i n s u r e r  o r  n o t .  W h e n  t h e  i n s u r e r  s e n d 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  p r e m i u m ,  t h e  i n s u r e d  n e e d  o n l y  s h o w  h i s  c a n c e l l e d  

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

I f  a b r o k e r  m i s a p p r o p r i a t e s  p r e m i u m  f u n d s ,  a n d  d o e s  n o t  p a y  t h e m  to  

t h e  i n s u r e r  o r  i n t e r m e d i a r y ,  a n d  a n o t ' c e  i s  s e n t  b y  t h e  c o m p a n y  w h i c h  

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

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

o f  s m a l l e r  o n e s ,  w h e r e  t h e  p u b l i c  h a s  b e e n  h u r t .  T h e  r e s o l u t i o n  is  t o  

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

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

i n s u r e r  o r  i t s  r e p r e s e n t a t i v e ,  t h e n  t h e  i n s u r e r  is  c o n s i d e r e d  t o  h a u e  

r e c e i u e d  t h o s e  f u n d s  w h e t h e r  i t h a s  o r  n o t .  T h e  b r o k e r  is  c o n s i d e r e d  

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

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

a t  t h e  i n i t i a t i o n  o f  t h e  t r a n s a c t i o n ,  c l e a r l y  s t a t e  t h a t  h e  i s  a c t i n g  a s  a 

b r o k e r  a n d  c o u e r a g e s  a r e  n o t  b o u n d  u n t i l  c o n f i r m e d  b y  an  i n s u r e r ,  o r  

t o  r p t u r n  t h e  f u n d s  t o  t h e  p u r c h a s e r  o f  c o u e r a g e .
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Section 15. (Page 8, Lines 8-201

This Section deals mith the brokers1 bond. One group of persons mho 
could be adversely impacted mith "agent as broker", is the mholesaJe 
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 alluming them to 
access to the brokers' bond.

Section 15. (Page 8, Lines 25-28)

This Section makes clear the fact that the broker cannot bind an 
insurer.

Section 16. (Page 8, Line 29; Page 9, Lines 1-18)

This Section establishes the concept of "broker as agent for purposes 
of premium collection." It also establishes disclosure and premium 
handling requirements for persons acting as a broker.
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PRODUCER FINANCIAL / F1DUCIRBV ACCOUNTS

The Diuision has been tuorking ujith the RIaska 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 euamination when requested. These documents would be 
confidential.

The clarifications addressed in this issue coupled with the Broker as 
Agent resolution should mauimize protection to insurance purchasers.

Section 19. (Page 10, Lines 2-10)

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 11 -201

§lbl contains the requirement tor a premium fiduciary account. The 
change clarifies the fact that other funds can not be commingled with
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it except ax specifically permitted in Section 21.

Section 21. (Page 10, Lines 21-29: Page 11, Lines 1-9)

§(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.

§(fi introduces a definition for "fiduciary account.'"
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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 canc' .,tion 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 uiem is no 
longer necessary. It tuas originally intended to reflect an expense 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 21, Lines 13-23)

This Section requires pro rata cancellation and effectiueiy prohibits 
short rate cancellation.

Suggested amendment

This Section has the effect of changing the insurance contract. To 
auoid any hint of a constitutional problem, it should apply only to nem 
contracts after the Section becomes lam, it should not apply to 
in-force policies. To accomplish this, add the folloming language on 
Line 23, at the end of the Section. "This section shall not be applicable 
to existing policies."

Page if3
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BLIEN 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 mishinq to business in Alaska. An alien insurer is one formed 
under the lams 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 S3.5 
million. That S3.5 million figure is scheduled to increase to S5 million 
on June 20. 1987. This portion of the bill mould eliminate this 
scheduled increase and reduce the trust fund requirement to SI.5 
million, the leuel required before June 20, 1985.

This proposal mould auoid (he necessity to declare as ineligible. 
approKimately 95% of the alien surplus line companies doing business 
in the Alaska markei. There is a great deal of concern about the 
reduction of auailaoie 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, 
filaska is out of step mith the rest of the country on this issue inhere 
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 7-29; Page 16, Lines 1-11)

The language to accomplish the change noted aboue appears on Page 
15, Lines 20-21. Other changes are not substantiue.
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NURSES / NURSE MIDWIFE COUERRGE

This proposal ujill add nurses and nurse midwiues to the list of health 
care professionals ii»ho 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 resoluc their auailability difficulties. The Diuision of 
Insurance has no objection to this proposal.

Section 42. iPage 24. Lines 1-29; Page 25, Lines 1-29;
Page 26, Lines 1 -24)

“Nurse, nurse midwiues" added on Page 24, Lines 5, 8, 12. 20, 21. 22. 
and 24 and on Page 26. Lines 18-19.

Section 45. (Page 26, Lines 25-29; Page 27, Line I)

Nurse is defined in §(17) on Page 26, Line 26.

Nurse midwife is defined in §(18) on Page 26, Lines 27-29 and Page 27, 
Line 1.
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RELOCBTION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in AS 21.90. In 
addition, chapters contain definitions that in some cases heue a more 
general application. These should be located in the general definition 
chapter. The changes in this case ore not substantiue, but merely 
represent relocation mith one enception. the. definition of "firm," 
mhich has been already discussed on Page 8-9, under Sections 10 and 
44.

Section 44. (Page 27, Lines 2-29; Page 28, Lines 1-29;
Page 29, Lines 1-29: Page 30, Lines l-2l

§(1), "adjuster1 on Page 27, Lines 5-11. mas formerly RS 21.27.5101 a I.

§(2), "agent" on Page 27, Lines 12-16, mas torniBily nS 21.27.470.

§(5), "broker1 on Page 27, Lines 23-29 and Page 20, Line 1. mas 
formerly RS 21.27.480.

§(111, "firm" on Page 28, Lines 11-14, is nem. See discussion on Page 8.

§(13), "independent adjuster" on Page 28, Lines 18-19, mas formerly 
RS 21.27.510(b).

§(20), "solicitor" on Page 29, Lines 17-20, mas formerly RS 21.27.490.

Section 45. (Page 30, Lines 3-151

This Section mas formerly RS 21.27.520. No substantiue change.

Section 46. (Page 50, Lines 16-18)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, O' RS 21.27.520 
are repealed as discussed in Sections 44 and 45 aboue.
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BEMQU8L OF OBSOLETE OR 0UPLICRT1L1E PROLUSIONS

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 of the 
ethics bill adopted by the Fourteenth Legislature.

Section 46. (Page 30, Lines 16-18)

RS 21.03.030, RS 21.03.040. -S 21.03.050 and RS 21.06.040 are 
repealed.
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Prepared by: Rlaska Diuision of Insurance 
Date: 3/24/87

OlfERUI Ellf

This work draft committee substitute encompasses about 11 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 follows will attempt to identify each issue 
addressed by the bill, explain the purpose and to comment section by 
section. Numerous ammendments suggested preuiously haue been 
incorporated in this draft.

For ease in tracking the uarious issues, we haue prouided page breaks 
following 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)
Commercial Cancellation (Pages 10-12)
Broker as Rgent (Pages 13-14)
Producer Financial / Fiduciary Recounts (Pages 15-16)
Pro Rata on Cancellations (Page 17)
Alien Trusts Deposits (Page 18)
Nurse Couerage (Page 19)
Relocation of Definitions (Page 20)
Remoual of Obsolete or Duplicatiue Prouisions (Page 21)
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GENEBBl AGENTS / MANAGERS

This issue eliminates confusion mith HS 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 Rlaska Insurance Code does not adequately make a 
distinction betmeen the tmo. The bill eliminates references to 
managers and requires all general agents to be licensed. It then lists 
those specific entities that mill not be considered general agents.

Section 1. (Page 1, Lines 9-20)

RS 21.09 deals nuith insurance companies that apply for and are issued 
a Certificate of Ruthority. These companies haue elected to make 
themselues subject to regulation by the Rlaska 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 Rlaska 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 uavjue in statute. -

In §(c), the reference to RS 21.27.500 is remoued since its content is 
incorporated in the ne»t 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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actiuity may haue the same apperrance as a yeneral agent.

§(g) enempts 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 46. (Page 30, Lines 21-23)

This Section includes a repeal of AS 21.27.500, on line 22.

Page 3



CSHB 46 (LfrC)

lilork Draft - Ford 3/23/87

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 iappears on Page 2, Lines 9-13.

Section 4. (Page 3, Lines 3-10)

Reference to renew remoued on Lines 5 0* 6. Chonge on Line 9 is not 
substantiue.

Section 5. (Page 3, Lines 11-28)

BS 21.27.030(a)(1) is a controlled business prohibition. The substance 
of this paragraph has been moued to the nent 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 3, Line 29; Page 4, Lines 1-7)

This addition to AS 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 renews! remoued on Page 5, Line 6.
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Section 10. (Page 6, Lines 15-29; Pcge 7, Lines 1-3) 

Reference to date of expiration 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 inhere reference to annual 
continuation and expiration 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 expiration 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 expire on 
June 30, except for brokers, which expire on December 31. 
Nonresident agent and brokers expire a year from issue and 
nonresident adjusters on June 30. The continuation fee proposed 
would be due on all agents, solicitors, or adjusters on June 30, and all 
brokers on December 31.

The only other substantiue change appears in §(d) where the sur­
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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 brokers licenses are not being chonged 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. We 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 14r 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 5-11) 

Reference relating to renewal remoued.
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FIRM / INDIUIDURL LICENSE

This portion of the bill creates a new distinction between indiuidual 
licenses issued to individual 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.

Also under current law, adjusting firms are not licensed, only 
indiuiduals. We haue experienced situations where firms haue ignored 
Rlaska Law to the detriment of the public and indiuidual licensees 
within the firm. This extends the accountability principle to adjusting 
firms. It will giue the Diuision of Insurance a better regulatory 
control 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 
examined. This is accomplished with insertions at Page 4, Line ID 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.

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 ore found on Page 6, 
Lines 22-25. The distinction between firm and corporation is remoued. 
H definition for firm is introduced in Section 44 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 entent as 
persons employed by the firm. Use by a firm of unlicensed persons 
who are required to be licensed is couse 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 11, Lines 28-29; Page 12, Lines 1-15)

This Section addresses temporary licenses. It prouides fo r 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 
powers, the language has been reuised to acting on behalf of the firm.
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Section 44. (Page 27, Lines 7-29; Page 28, Lines 1-29; Page 29, 
Lines 1-29; Page 30, Lines 1-7)

Definition of “firm" introduced on Page 28, Lines 16-19.

Section 46. (Page 30, Lines 21-23)

RS 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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COMMERCIRL CRNCLLLRTION

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. 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 entended from 20 days to 60 days.

The business or commercial insurance notice has a similar period. This 
statute is similar to those in other states with one major enception. 
The proposed bill requires that any unearned premium be returned to 
the insured before the effectiue date of cancellation.

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.

Section 35. (Page 17, Lines 13-29; Page 18, Lines 1-2) 

No substantiue change.

Section 34. (Page 18, Lines 3-29; Page 19, Lines 1 -9)

This Section establishes the permissible reasons for cancellation of a
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business or commercial insurance policy. In addition, the Director of 
Insurance is granted discretion in the euent another valid reason to 
cancel has not been anticipated mith this legislation.

Section 55. (Page 19, Lines 10-22)

This Section extends the notice period for personal insurance 
cancellations from 20 days to 60 days.

Section 56. (Page 19, Lines 23-29; Page 20, Lines 1-21)

§(b) of this Section establishes a 60 day period of notice on business 
or commercial insurance, except for nonpayment of premium, which is 
10 days. In each case a reason for the action must also accompany 
the notice.

§(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 45 days after cancellation. 
Rudits on auditable 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. 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. They 
know they are going to cancel, so they can also control the audit 
process. The insured with an auditable policy is entitled to the some 
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 under (e).

fi postal receipt is presumptive proof that a notice has been mailed as 
required under this section.
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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 38. (Page 21, Lines 10-19)

No substantiue change.

Section 37. (Page 20, Lines 22-29; Page 21, Lines 1-9)

Section 40. (Page 22, Lines 6-29; Page 23, Lines 1-29;
Page 24, Lines 1-4)

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 uesseis under 50 displacement tons 
which will couermost of Alaska's fishing fleet.

Section 46. (Page 30, Lines 21-23)

BS 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 7-22.

RS 21.36.230 is repealed as it is not needed.

RS 21.36.300 is repealed because it has been rnoued to Section 32.
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BROKER BS AGENT

Rlaska currently licenses tuio 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 octing. 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.

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. When the insurer sends notice of cancellation for 
nonpayment of premium, the insured need only show his cancelled 
check and the couerage wiil 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 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.

fln 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.
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Section 15. (Page 8, Lines 10-22)

This Section deals with the brokers' bond. One group of persons who 
couid 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 o broker may not 
knowingly accept payment for couerage until that couerage is 
authorized by an insurer.
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PRODUCER FINANCIAL / FIDUC1RRV ACCOUNTS

The Diuision has been working with the Rlaska 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.

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 prt lem 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 examination when requested. These documents would be 
confidential.

The clarifications addressed in this issue coupled with the Broker as 
Agent resolution should maximize 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 except 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. Recounting 
for nonpremium funds is required.

§(e) makes clear that the premium funds required to be in the 
fiduciary account can not be used orr 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 RflTB 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 rota. 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 expense of 
the insurer that was, for the most part, beyond the insurers1 control. 
The Diuision has considered the elimination of short rate by regulation, 
but authority is uague.

Section 59. (Page 21, Lines 20-29; Page 22, Lines 1-5)

This Section requires pro rata cancellation and effectiuely prohibits 
short rate cancellation.

Section 47. (Page 30, Lines 24-26)

This Section makes clear that this new 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 Rlaska. Rn alien insurer is one formed 
under the laws of a countru other than the United States.

fit the present time, BS 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 dune 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 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.

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 20-21. Other changes are not substantiue.

Section 48. (Page 30, Lines 27-28)

This Section is an immediate effectiue date for Section 30 only.
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NUBSE CODERBGE

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 auailabilitg difficulties. The Diuision of Insurance has no 
objection to this proposal.

Section 42. (Page 24, Lines 12-29; Page 25, Lines 1-29;
Page 26, Lines 1-29; Page 27, Lines 1-4)

"Nurse0 is added on Page 24, Lines 16, 19, and 22; Page 25, Lines 1,2,
and 5; and, Page 26, Line 27.

Section 45. (Page 27, Lines 5-6) 

Nurse is defined in §(17) on Line 6.
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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 mith one enception, the definition of "firm,* 
mhich has been already discussed on Page 8-9, under Sections 10 and 
44. .. ..

Section 44. (Page 27, Lines 7-29; Page 28, Lines 1 -29;
Page 29, Lines 1-29; Page 30, Lines 1-7)

§(1), "adjuster" on Page 27, Lines 10-16, tuas formerly RS 
21.27.510(a).

§(2J, ’ agent" on Page 27, Lines 17-21, mas formerly AS 21.27.470.

§(5), "broker" on Page 27, Lines 28-29 and Page 28, Lines 1-6, mas 
formerly AS 21.27.480.

§(11), "firm" on Page 28, Lines 16-19, is nem. See discussion on Page 8.

§(13), "independent adjuster" on Page 28, Lines 23-24, mas formerly 
AS 21.27.510(b).

§(20), "solicitor" on Page 29, Lines 22-25, mas formerly AS 21.27.490.

Section 45. (Page 30, Lines 8-20)

This Section mas formerly AS 21.27.520. No substantiue change.

Section 46. (Page 30, Lines 21-23)

are repealed as discussed in Sections 44 and 45 aboue.
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BEMOURL OF OBSOLETE OB DUPLICBTIUE PROUISIONS

The present Insurance Code mas adopted in 1966. Bt 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.

Section 46. (Page 30, Lines 21-23)

RS 21.03.030, BS 21.03.040, BS 21.03.050 and RS 21.06.040 are 
repealed.
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QUERDIEW

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 Rgents / 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 Agent (Pages 15-16)
Producer Financial / Fiduciary Accounts (Pages 17-18)
Pro Rata on Cancellations (Page 19)
Alien Trusts Deposits (Page 20)
Nurse Couerage (Page 21)
Relocation of Definitions (Page . 2)
Remoual of Obsolete or Duplicatiue Prouisions (Page 23)
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GENERAL RGENTS / MONRGEBS

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 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 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 1. (Page 1, Lines 9-20)

RS 21.09 deals with insurance companies that apply for and are issued 
a Certificate of Rufhority. 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 Rlaska 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 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 nent Section.

Section 3. (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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actiuity 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) oumed by the holding company that omns the insurance 

company.

Section 45. (Page 31, Lines 2-4)

This Section includes a repeal of RS 21.27.500, on line 3.

-L
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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. Hll 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 G* 6. The change on Line 9 is 
not substantiue.

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 moued to the newt 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 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 renewal 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 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 expiration is remoued.

Section 10. (Page 6, Lines 15-29; Page 7, Lines 1-3)

Section 15. (Page 8, Lines 10-22)

The references to renewai 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 expiration is remoued on Line 24.

Section 22. (Page 11, Lines 11 -27)

This Section has been completely reworked to reflect continuous 
licenses. In §(e) and §(b), annual fee dotes differ in some cases from 
current renewal dotes. Under present law, resident licenses expire on 
June 30, except for brokers, which expire on December 31. 
Nonresident agent and brokers expire a year from issue and 
nonresident adjusters on June 30. The continuation fee proposed 
would be due on all agents, solicitors, or adjusters on June 30, and all 
brokers on December 31.
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The only other substantiue change appears in §(d) Luhere 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, life 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 enpiration remoued.

Section 41. (Page 24, Lines 17-23)

Reference relating to renewal remoued.
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FIRM / INDILIinURL LICENSE

This portion of the bill creates & 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.

Also under current law, adjusting firms are not licensed, only 
indiuiduals. llle haue experienced situations where firms haue ignored 
Alaska Law to the detriment of the public and indiuidual licensees 
within the firm. This extends 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 
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 1 and 2, auoid additional paperwork 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 between firm and corporation is remoued. 
fi definition for firm is introduced in Section 43 on Page 28, Lines 
16-19. Blso, 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)

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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CQMMEBCIRL CBNCELLRTIQN

OS 21.36,210 - 310 currently places a limitation on on 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 post 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. B 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. 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 of notice for cancellation will be 60 days. Noti".3 'or 
nonpayment will be 20 days. Notice for special reasons sc ' s 
suspension or reuocation of license, conuiction of a crime relate^ to 
the type of couerage prouided, and material misrepresentation r« 
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 51. (Page 16, Lines 13-24)

No substantiue change.

Section 32. (Page 16, Lines 25-29; Page 17, Lines 1-12)

No substantiue change. This is merely a relocation of BS 21.36.300.

Section 55. (Page 17, Lines 13-29; Page 18, Lines 1-2)

Page 10



CSHB 46 (L&C)

Offered: 5/50/87

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 with this legislation.

Section 55. (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 
date of cancellation. If the cancellation is for nonpayment, return of 
unearned premium must occur mithin 45 days after cancellation. 
Audits on auditable 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. UJhile 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 also control the audit 
process. The insured with an auditable 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 th3 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 mith 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 Rmendment

The Diuision of Insurance is uncomfortable mith the prouision that an 
additional “good fa ith0 effort be made to deliuer notice. LUe mould 
prefer to see a more definable action described if  an additional effort 
is to be required. If an additional effort is required, me 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 25 mith the 
mord ,,l f ,, and ending on Page 20, Line 2R.

Option 2. Folloming the mord “effort" 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 
maiued by an insurer under §(c). This mould be done mhen the director 
belieues an insurer is acting unfairly to an insured.

§(f) clarifies that a reason for cancellation mill be giuen in all cases.

Section 57. (Page 21, Lines 5-21)

The notice of nonrenemal is unchanged for personal insurance at 20 
days. The notice of nonrenemal for business or 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 neiu. The 
remainder of the changes in this Section are not substantiue. The limit 
on cancellation Luill extend to uessels under 50 displacement tons 
mhich mill couer most of Alaska's fishing fleet.

Section 45. (Page 31, Lines 2-4)

AS 21.36.210(c) is repealed as it is not needed.

AS 21.36.210(e) is repealed because it has been relocated in the 
definition of "personal insurance" on Page 23, Lines 19-29 and Page 
24, Lines 1-5.

AS 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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Offered: 5/50/87

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 excessiue This is not a Diuision of Insurance proposal, 
but me haue no objection to it.

Section 13. (Page 8, Lines 10-22)

The increased bond amount appears on Lines 16 and 18.

Page 14



CSHB 46 (L&C)

Offered: 5/30/87

BROKER RS BGENT

filaska currently licenses tujo 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 knoui, 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.

If an agent collects premium funds for an insurer, the ir r jre r  is 
deemed to haue receiued those funds whether they are sent to the 
insurer or not. UJhen 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 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.

fin 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,
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Offered: 5/50/87

Section 15. (Page 8, Lines 10-22)

This Section deals mith the brokers' bond. One group of persons mho 
could be adversely impacted mith "agent as broker", is the mholesale 
broker or general agent mho is in betmeen the producing broker and 
*he 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.

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) nemly prouides that a broker may not 
knouingly accept payment for couerage until that couerage is 
authorized by an insurer.
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Offered: 5/30/87

PRODUCER FINRNC1RL / F1DUC1RBV ACCOUNTS

The Diuision has been working mith the Rlaska Association of 
Independent Insurance Rgents 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.

Rgents and brokers are required to receiue insurance premiusi: monies 
in a fiduciary capacity. Unfortunately, the first sign that ail is not mell 
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 h<?s 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 reuiem financial summaries or detail, such as trial balance, 
income statement, journal detail, etc. in a Diuision of Insurance office 
for eHamination mher requested. These documents mould be 
confidential.

The clarifications addressed in this issue r upled mith the Broker as 
Agent resolution should mauimize protect* m to insurance purchasers.

Section 19. (Page 9, Lines 27-29; Page 10, Lines 1-9)

This is a nem requirement specifically requiring an agent or broker to 
haue accounting and financial records and to maintain them in 
accordance mith generally accepted accounting principles. These 
records ore auailable for reuiem and are confidential mhen in the 
possession of the director.

Section 20. (Page 10, Liner 10-21)

§(b) contains the requirement for a premium fiduciary account. The 
change clarifies the fact that other funds can not be commingled mith
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Offered: 5/50/87

it eKcept 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 RBTfl ON CBNCELLBT10NS

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. 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 expense 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.

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 new requirement does not effect 
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 Rlaska. fln 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 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, 
approximately 95% of the alien surplus line companies doing business 
in the filaska 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, 
filaska 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 5C, (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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Offered: 5/50/87

NURSE C0LIEBB6E

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 auailabiiity difficulties. The Oiuision 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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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 mith one euception, the definition of “firm," 
mhicii 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), "adjuster" on Page 27, Lines 20-26, mas formerly AS 
21.27.510(a).

§(2), "agent" on Page 27, Lines 27-29 and Page 28, Lines 1-2, mas 
formerly AS 21.27.470.

§(5), "broker" on Page 28, Lines 9-16, mas formerly AS 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 AS 
21.27.510(b).

§(20), "solicitor" on Page 30, Lines 3-6, mas formerly AS 21.27.490.

Section 44. (Page 30, Lines 18-29: Page 31, Line 1)

This Section mas formerly AS 21.27.520. No substantiue change.

Section 45. (Page 31, Lines 2-4)

AS 21.27.470, AS 21.27.480, AS 21.27.490, OS 21.27.510, & AS 21.27.520 
are repealed as discussed in Sections 43 and 44 aboue.
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Offered: 5/50/87

REMOHflL OF OBSOLETE OB DUPLICRT1UE PROLUSIONS

The present Insurance Code tuas adopted in 1966. fit the time of 
adoption, there mere a number of prouisions intended to preuent 
disruption of, then, current actiuities. These provisions 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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Prepared by: Alaska Diuisiori of Insurance 
Date: 3/31/87

ODERUIEUJ

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 requ ested by the Diuision of 
lnsurar < e. The Diuision of Insurance supports this ieyislation.

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
Remoual of Obsolete or Duplicatiue Prouisions

GENERAL RGENTS / MANAGERS

This issue eliminates confusion tuith RS 21.09.280, luhich currently 
attempts to distinguish betiueen "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



CSHB 46 (18*0

Offered: 3/51/87

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 tgpe 
seruices for an insurance company when that person or entity is:

(1) a salaried emplogee 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 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.

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. UJe would prefer to see how tilings are going to shape up 
with the new Federal Act before we recommend a change

FIRM / INDILHDUflL 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
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actlulty 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 experienced situations where firms haue ignored 
Alaska Lam to the detriment of the public and indiuidual licensees 
mithin the firm. This eutends the accountabilitg principle to adjusting 
firms. It mill giue the Diukion 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. A nem 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 mhole 
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 til substantially rework RS
21.36.210 - 310. A number of sections ilaue 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.

The business or commercial insurance notice has a similar period of 
notice. 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 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 nonrenemals.
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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 mithin 45 days after 
cancellation. Audits on auditable policies cancelled for other than 
nonpayment must also be made before the effectiue date of 
cancellation and unearned premium returned before the expiration 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 auditable policy is entitled to the some 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 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 faith" effort be made to dcliuer 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:

Potion 1. Delete sentence smarting on Page 20, Line 25 with the 
word "If" and ending on Page 2D, Line 2C.

Potion 2. following the word "effort" on P8ge 20, Line 27, insert 
“, as defined in regulations adopted by the director,"
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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 will haue an increased erst, but the 
amount is not excessiue This is not a Diuision of insurance proposal, 
but we haue no objection to it.

BROKER RS RGENT

Rlaska currently licenses two kinds of insurance producer under RS
21.27, agent and broker. The agent represents an insurance company 
through appointment ant. 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, fl 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 
insoiuent 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. When 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 which can be euidenced 
t  j 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 comf ny for purposes of premium collection.
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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 until 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 mibht bear the financial brunt of this solution. Relief is offered 
by alloming them to access to the brokers’ bond.

PRODUCER FINANCIAL / FIDUCIRRV RCCOUNTS

The Diuision has been morking mith the Alaska Association of 
Independent Insurance Rgents 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 first sign that all is not mell 
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 reuiem financial summaries or detail, such as trial balance, 
income statement, journal detail, etc. in a Diuision of Insurance office 
for examination mhen requested. These documents mould be 
confidential.

The clarifications addressed in this issue coupled mith the Broker as 
Agent resolution should maximize protection to insurance purchasers.
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O f f e r e d :  5 / 5 1 / 8 7

PRO B BT B  O N  C B N C E L L B T I O N S

T h e r e  a r e  t m o  b a s i c  m e t h o d s  o f  c o m p u t i n g  r e t u r n  p r e m i u m  o n  a  
c a n c e l l e d  p o l i c y .  I n  i n d u s t r y  p a r l a n c e ,  t h e s e  a r e  r e f e r r e d  t o  a s  s h o r t  
r a t e  a n d  p r o  r a t a .  S h o r t  r a t e  i s  u s e d  o n  a  c a n c e l l a t i o n  i n i t i a t e d  b y  t h e  
i n s u r e d  a n d  h a s  a  b u i l t - i n  p e n a l t y .  P r o  r a t a  i s  u s e d  o n  c a n c e l l a t i o n s  
i n i t i a t e d  b y  t h e  i n s u r a n c e  c o m p a n y  a n d  t h e  e a r n e d  p o r t i o n  o f  p r e m i u m  
i s  p r o p o r t i o n a t e  t o  t h e  p e r i o d  o f  c o u e r a g e .  T h e  s h o r t  r a t e  m e t h o d  o f  
c o m p u t a t i o n  i s  o f t e n  a  c a u s e  f o r  c o m p l a i n t  a n d  i n  o u r  u i e i u  i s  n o  
l o n g e r  n e c e s s a r y .  I f  m a s  o r i g i n a l l y  i n t e n d e d  t o  r e f l e c t  a n  e x p e n s e  o f  
t h e  i n s u r e r  t h a t  m a s ,  f o r  t h e  m o s t  p a r t ,  b e y o n d  t h e  i n s u r e r s '  c o n t r o l .  
T h e  D i u i s i o n  h a s  c o n s i d e r e d  t h e  e l i m i n a t i o n  o f  s h o r t  r a t e  b y  r e g u l a t i o n ,  
b u t  a u t h o r i t y  i s  u a g u e .

R L I E N  TRUST  D E P O S ITS

T h i s  i s s u e  i s  c o n s i d e r e d  t h e  # 1  p r i o r i t y  i e g i s l a t i u e  n e e d  t h i s  s e s s i o n  
a n d  i t  r e l a t e s  t o  t h e  t r u s t  f u n d  r e q u i r e m e n t s  f o r  a l i e n  s u r p l u s  l i n e s  
i n s u r e r s  m i s h i n g  t o  d o  b u s i n e s s  i n  R l a s k a .  R n  a l i e n  i n s u r e r  i s  o n e  
f o r m e d  u n d e r  t h e  l a m s  o f  a  c o u n t r y  o t h e r  t h a n  t h e  U n i t e d  S t a t e s .

R t  t h e  p r e s e n t  t i m e ,  RS 2 1 . 3 4 . 0 4 0 ( c )  p r o u i d e s  t h a t  a n  a l i e n  s u r p l u s  
l i n e s  i n s u r e r  m u s t  m a i n t a i n  a  t r u s t  f u n d  f o r  t h e  b e n e f i t  o f  
p o l i c y h o l d e r s  i n  t h e  U n i t e d  S t a t e s  i n  a n  a m o u n t  n o t  l e s s  t h a n  $ 3 . 5  
m i l l i o n .  T h a t  $ 3 . 5  m i l l i o n  f i g u r e  i s  s c h e d u l e d  t o  i n c r e a s e  t o  $ 5  m i l l i o n  
o n  J u n e  2 0 ,  1 9 8 7 .  T h i s  p o r t i o n  o f  t h e  b i l l  m o u ' J d  e l i m i n a t e  t h i s  
s c h e d u l e d  m c r e a s e  a n d  r e d u c e  t h e  t r u s t  f u n d  r e q u i r e m e n t  t o  $ 1 . 5  
m i l l i o n ,  t h o  l e u e l  r e q u i r e d  b e f o r e  J u n e  2 0 ,  1 9 8 5 .

T h i s  p r o p o s a l  m o u l d  a u o i d  t h e  n e c e s s i t y  t o  d e c l a r e  a s  i n e l i g i b l e ,  
a p p r o x i m a t e l y  9 5 7 *  o f  t h e  a l i e n  s u r p l u s  l i n e  c o m p a n i e s  d o i n g  b u s i n e s s  
i n  t h e  A l a s k a  m a r k e t .  T h e r e  i s  a  g r e a t  d e a l  o f  c o n c e r n  a b o u t  t h e  
r e d u c t i o n  o f  a u a i l a b l e  i n s u r a n c e  m a r k e t s  f o r  e x p o s u r e s  i n  t h i s  s t a t e .  
I f  t h e  c u r r e n t  l a n g u a g e  i n  s t a t u t e  m e r e  t o  b e  e n f o r c e d ,  m a n y  i n s u r e r s  
m h o  n o m  p r o u i d e  u a l u a b i e  m a r k e t s  m o u l d  b e  i n e l i g i b l e  f o r  u s e  h e r e .  
A l a s k a  i s  o u t  o f  s t e p  m i t h  t h e  r e s t  o f  t h e  c o u n t r y  o n  t h i s  i s s u e  m h e r e  
t h e  n o r m  i s  a  d e p o s i t  o f f  $ 1 . 5  m i l l i o n .  T h i s  p r o p o s a l  d o e s  n o t  i m p a c t  
t h e  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 d  o f  a l i e n  i n s u r e r s .
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N URSE  COUEBBGE

T h i s  p r o p o s a l  m i l l  a d d  n u r s e s  t o  t h e  l i s t  o f  h e a l t h  c a r e  p r o f e s s i o n a l s  
m h o  c a n  o b t a i n  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  f r o m  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 h i c h  w h j  f o r m e d  u n d e r  AS  2 1 . 8 8  i n  
1 9 7 6 .  T h i s  i s  p r i m a r i l y  a  b a c k u p  a c t i o n  s i n c e  n u r s e s  h a u e  r e c e n t l y  
b e e n  a b l e  t o  p u t  t o g e t h e r  a  n a t i o n a l  p r o g r a m  t h a t  a p p e a r s  t o  r e s o l u e  
t h e i r  a u a i l a b i l i t y  d i f f i c u l t i e s .  T h e  D i u i s i o n  o f  I n s u r a n c e  h a s  n o  
o b j e c t i o n  t o  t h i s  p r o p o s a l .

R E L 0 C R T I 8 N  DF D E F I N I T I O N S

D e f i n i t i o n s  i n  t h e  I n s u r a n c e  C o d e  ( T i t l e  2 1 )  a r e  f o u n d  i n  AS 2 1 . 9 0 .  I n  
a d d i t i o n ,  c h a p t e r s  c o n t a i n  d e f i n i t i o n s  t h a t  i n  s o m e  c a s e s  h a u e  a  m o r e  
g e n e r a l  a p p l i c a t i o n .  T h e s e  s h o u l d  b e  l o c a t e d  i n  t h e  g e n e r a l  d e f i n i t i o n  
c h a p t e r .  T h e  c h a n g e s  i n  t h i s  c a s e  a r e  n o t  s u b s t a n t i u e ,  b u t  m e r e l y  
r e p r e s e n t  r e l o c a t i o n  m i t h  o n e  e x c e p t i o n ,  t h e  d e f i n i t i o n  o f  " f i r m , "  
m h i c h  h a s  b e e n  p r e u i o u s l y  n o t e d .

R E M Q U R L  OF OBSOLETE OR D U P L IC R T 1 U E  P R O L U S IO N S

T h e  p r e s e n t  I n s u r a n c e  C o d e  m a s  a d o p t e d  i n  1 9 6 6 .  A t  t h e  t i m e  o f  
a d o p t i o n ,  t h e r e  m e r e  a  n u m b e r  o f  p r o u i s i o n s  i n t e n d e d  t o  p r e u e n t  
d i s r u p t i o n  o f ,  t h e n ,  c u r r e n t  a c t i u i t i e s .  T h e s e  p r o u i s i o n s  a r e  n o  l o n g e r  
s i n c e  s o m e  2 0 +  y e a r s  h a u e  p a s s e d  a n d  t h e  s e c t i o n s  a r e  o b s o l e t e .  
I n c l u d e d  i n  t h e  r e p e a l  i s  a  s e c t i o n  t h a t  d u p l i c a t e s  p r o u i s i o n s  o f  t h e  
e t h i c s  b i l l  a d o p t e d  b y  t h e  F o u r t e e n t h  L e g i s l a t u r e .
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