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I n t r o d u c e d :  1 / 2 8 / 8 7  5 -0 475 A
R e f e r r e d :  L a b o r  and Commerce

and F i n a n c e

BY THE LABOR AND
1 IN THE SENATE COMMERCE COMMITTEE

2 SENATE BILL NO. 88

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to increases or surcharges to auto-

7 mobile insurance premiums."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

10 (d) An insurer that increases the premium or adds a surcharge to

11 an automobile insurance policy shall give written notice of the in-

12 crease or surcharge at least 15 days before it takes effect, stating

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

14 This subsection does not apply to a

15 (1) premium increase resulting from a change requested by

16 an insured, if the insured is notified at the time the request is made

17 that the amount of the insured's premium will change as a result of

18 the requested policy change; or

19 (2) rate approved by the director if the insurer Rives

20 written notice of a premium increase to the insured at least 15 days

21 before the renewal date of the affected policy.

*
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D e a r  S e n a t o r s :

I a m  w r i t i n g  t o  y o u  o n  b e h a l f  o f  S t a t e  F a r m  I n s u r a n c e

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

8 8 ,  w h i c h  w a s  i n t r o d u c e d  a n d  p a s s e d  b y  t h e  H o u s e  d u r i n g  t h e  

l a s t  l e g i s l a t i v e  s e s s i o n  as H o u s e  B i l l  4 7 6  b u t  r e m a i n e d  i n  t h e  
S e n a t e  R u l e s  C o m m i t t e e  w h e n  t h e  s e s s i o n  e n d e d .  T h i s  b i l l  h a s  

b e e n  i n t r o d u c e d  b y  t h e  S e n a t 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  

t h i s  s e s s i o n  a n d  u n a n i m o u s l y  p a s s e d  t h a t  c o m m i t t e e  o n  F e b r u a r y  
9, 1 9 8 7  a n d  h a s  n o w  b e e n  r e f e r r e d  t o  S e n a t e  F i n a n c e .

S e n a t e  B i l l  8 8  d e a l s  w i t h  p r e m i u m  i n c r e a s e s  i n
a u t o m o b i l e  i n s u r a n c e  p o l i c i e s ,  a n d  w a s  i n t r o d u c e d  a t  o u r  

r e q u e s t  t o  c o r r e c t  a n  a m b i g u i t y  i n  A S  2 1 . 3 6 . 4 2 0 ,  w h i c h  w a s  

a d d e d  b y  t h e  l e g i s l a t u r e  i n  1 9 8 4  v i a  H o u s e  B i l l  16. W e  

e n c l o s e  h e r e w i t h  a c o p y  o f  A S  2 1 . 3 6 . 4 2 0  f o r  y o u r  i n f o r m a t i o n  

a s  w e l l  as a c o p y  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  
D e v e l o p m e n t ' s  1 9 8 6  P o s i t i o n  P a p e r  f a v o r i n g  t h e  l e g i s l a t i o n .

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

A n  i n s u r e r  t h a t  i n c r e a s e s  t h e  p r e m i u m  o r  a d d s  

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

s h a l l  g i v e  w r i t t e n  n o t i c e  o f  t h e  i n c r e a s e  o r  

s u r c h a r g e  a t  l e a s f  15 d a y s  b e f o r e  i t  t a k e s

h ttzzh w .'tid ' / \ $ / n  I  S']



S e n a t o r s  B e n n e t t  and B i n k l e y
F e b r u a r y  20, 1987
P a g e  2

H u g h e s  T h o r s n e s s  G a n t z  P o w e l l  tk  B r u n d i n
ATTORN EYS AT LAW

e f f e c t ,  s t a t i n g  t h e  r e a s o n  f o r  t h e  c h a n g e  a n d

t h e  r i g h t  o f  a p p e a l  u n d e r  A S  2 1 . 3 9 . 0 9 0 .

I f  t h i s  s u b s e c t i o n  is r e a d  l i t e r a l l y ,  i t  c o u l d  b e

i n t e r p r e t e d  t o  r e q u i r e  a n  i n s u r e r  t o  s e n d  a n  i n s u r e d  a s t a t e ­

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

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

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

r e q u i r e m e n t  w o u l d  s i g n i f i c a n t l y  a f f e c t  t h e  p r a c t i c a l  c o n s e ­

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

w h e n  a g e n e r a l  r a t e  i n c r e a s e  is a p p r o v e d  b y  t h e  D i v i s i o n  o f  

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

t h e m  t h a t  t h e y  h a v e  a s t a t u t o r y  r i g h t  t o  a p p e a l  a p r e m i u m  

i n c r e a s e  a l r e a d y  a p p r o v e d  b y  t h e  D i v i s i o n  o f  I n s u r a n c e  is

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

i n c r e a s e .  It i n  f a c t  w o u l d  b e  i l l e g a l  f o r  u s  t o  c h a r g e  

a n y t h i n g  b u t  t h e  a p p r o v e d  r a t e .  T o  s u g g e s t  b y  m e a n s  o f  a

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

m i s l e a d i n g ,  b u t  c o u l d  g e n e r a t e  w a s t e f u l  l i t i g a t i o n  a n d / o r  

a d m i n i s t r a t i v e  h e a r i n g s .

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

d r i v e r  t o  h i s  p o l i c y  o r  p u r c h a s e d  a n e w  c a r .  I f  w e  f o l l o w  t h e  

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

b e  c o l e  t o  a c c e p t  c o v e r a g e  i n  e i t h e r  i n s t a n c e  u n t i l  a t  l e a s t  

f i f t e e n  d a y s  a f t e r  t h e  r e q u e s t  w a s  m a d e  i n  o r d e r  t o  a s s u r e

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

r i g h t  o f  n o t i c e  a n d  a p p e a l .  T h e  s a m e  w o u l d  b e  t r u e  o f  w h e r e  
o u r  i n s u r e d  m o v e s  t o  a h i g h e r  r a t e d  a r e a .  W e  w o u l d  n o t  b e  

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

i n t e n d e d  A S  2 1 . 3 6 . 4 2 0  t o  h a v e  t h i s  e f f e c t ,  a n d  w e  b e l i e v e  

S e n a t e  B i l l  88 w o u l d  c o r r e c t  t h i s  a m b i g u i t y  a n d  t h u s  u r g e  i t s  
p a s s a g e .

I t  h a s  b e e n  s u g g e s t e d  t h a t  S e n a t e  B i l l  88 b e  a m e n d e d  

i n  s u b s e c t i o n  (1) t o  r e q u i r e  t h a t  t h e  i n s u r e d  b e  n o t i f i e d  t h a t  

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

c o v e r a g e  h e  is r e q u e s t i n g ,  b u t  t h a t  h e  a l s o  b e  t o l d  t h e  

p r e c i s e  a m o u n t  o f  t h e  i n c r e a s e .  T h i s  w o u l d  p r e s e n t  s o m e

p r a c t i c a l  p r o b l e m s  t h a t  c o u l d  a d v e r s e l y  a f f e c t  o u r  p o l i c y ­

h o l d e r s .  F r e q u e n t l y ,  i n c r e a s e s  i n s t i t u t e d  a t  t h e  r e q u e s t  o f  

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

to  a n  a g e n t  a t  h i s  h o m e .  I n  t h o s e  s i t u a t i o n s  t h e  a g e n t  is 

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

t h e  p r e m i u m  w i l l  i n c r e a s e ,  h e  c a n n o t  t e l l  h i m  w i t h  c e r t a i n t y  

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

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

a g e n t  is u n a b l e  t o  g i v e  h i m  t h e  e x a c t  a m o u n t  o f  t h e  i n c r e a s e ,  

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

o f  t h e  i n s u r e d .  E v e n  w h e n  a g e n t s  r e c e i v e  t h e s e  c a l l s  d u r i n g  

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

i n f o r m a t i o n  t h a t  w o u l d  e n a b l e  t h e  a g e n t  t o  m a k e  a p r e c i s e  

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

a t  t h i s  p o i n t  w i t h o u t  a l l  o f  t h e  d e t a i l s .  I t  i s  i n e v i t a b l e  

t h a t  m a n y  m i s q u o t e s  w o u l d  b e  m a d e  a s  a r e s u l t  o f  t h i s  

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

p r o c e s s e d  t h r o u g h  t h e  a c t u a r i a l  a n d  b i l l i n g  d e p a r t m e n t s .  W e  

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

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

m y r i a d  o f  u n r e s o l v a b l e  p r o b l e m s .

T h e  p r e s e n t  v e r s i o n  o f  S e n a t e  B i l l  8 8  r e q u i r e s  

w r i t t e n  n o t i c e  o f  t h e  i n c r e a s e  s t a t i n g  t h e  r e a s o n  f o r  t h e  

c h a n g e  a n d  t h e  r i g h t  o f  a p p e a l  i n  a l l  i n s t a n c e s  e x c e p t  t o :

(1) a p r e m i u m  i n c r e a s e  r e s u l t i n g  f r o m  a c h a n g e  r e q u e s t e d  b y  a n  

i n s u r e d  i f  t h e  i n s u r e d  i s  n o t i f i e d  a t  t h e  t i m e  o f  t h e  r e q u e s t  
t h a t  h i s  o r  h e r  p r e m i u m  w i l l  c h a n g e ,  o r  (2) a r a t e  i n c r e a s e  

a p p r o v e d  b y  t h e  D i r e c t o r  i f  t h e  i n s u r e r  g i v e s  w r i t t e n  n o t i c e  
t o  t h e  i n s u r e d  o f  t h e  r a t e  i n c r e a s e  a t  l e a s t  f i f t e e n  d a y s  

b e f o r e  t h e  e x p i r a t i o n  d a t e  o f  t h e  a f f e c t e d  p o l i c y ,  w h i c h  is 

w h e n  t h e  i n c r e a s e  w o u l d  o f  c o u r s e  t a k e  e f f e c t .  W e  d o  n o t  

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

i n t e n t  w h i c h  p r o m p t e d  t h e  e n a c t m e n t  o f  A S  2 1 . 3 6 . 4 2 0 .  O n  t h e  
c o n t r a r y ,  S B  8 8  w o u l d  c o r r e c t  a n e g a t i v e  e f f e c t  n o t  i n t e n d e d  
b y  t h e  o r i g i n a l  l e g i s l a t i o n .

W e  d o  h o p e  t h i s  a m b i g u i t y  c a n  b e  c o r r e c t e d  t h i s  
s e s s i o n  a n d  k i n d l y  r e q u e s t  t h e  b i l l  b e  c a l e n d a r e d  f o r  h e a r i n g  

b e f o r e  t h e  F i n a n c e  C o m m i t t e e .  W e  w i l l  b e  h a p p y  t o  p r o v i d e  a n y  

a s s i s t a n c e  o r  f u r t h e r  i n f o r m a t i o n  y o u  m i g h t  d e s i r e .  T h a n k  y o u .

S i n c e r e l y ,

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

D o n n a  P. W a l k e r
E n c l o s u r e

D P W / m h

1 4 3 5 A
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u n w a r r a n t e d  in ju ry .  P a p e r s ,  r e p o r ts ,  d o c u m e n ts ,  a n d  e v id e n c e  r e la t iv e  
to  a n  in v e s t ig a t io n  u n d e r  t h i s  s e c tio n  a r e  c o n l id e n t ia l  a n d  n o t  s u b je c t  
to  s u b p o e n a  u n le s s ,  a l t e r  n o t ic e  to  th e  d i r e c to r  a n d  a h e a r in g ,  a  c o u r t  
d e t e r m in e s  t h e  d i r e c to r  w o u ld  n o t h e  u n d u ly  h in d e re d  b y  p u b lic  in s p e c ­
t io n .

(b) A n  in v e s t ig a to r  o f  th e  d i r e c to r  is n o t  s u b je c t  to  s u b p o e n a  in  a  c iv il 
a c t io n  b y  a  c o u r t  o f  t h i s  s t a t e  to  te s t i f y  c o n c e r n in g  a m a t t e r  t h a t  th e  
in v e s t ig a to r  h a s  k n o w le d g e  o f  u n d e r  a  p e n d in g  in s u r a n c e  f r a u d  in v e s ­
t ig a t io n  by  t h e  d i r e c to r .  (8 149  S L A  1934)

S e c .  2 1 .3 6 .4 1 0 . O u t - o f - s t a l e  i n v e s t i g a t i o n s ,  (a) I f  m a te r i a l  th e  
d i r e c to r  s e e k s  to  o b ta in  is  lo c a te d  o u ts id e  th e  s t a t e ,  th e  m a te r ia l  m a y  
b e  m a d e  a v a i la b le  to  th e  d i r e c to r  to  e x a m in e  a l  th e  p la c e  w h e r e  th e  
m a te r i a l  is  lo c a te d . T h e  d i r e c to r  m a y  d e s ig n a t e  r e p r e s e n ta t iv e s ,  
in c lu d in g  o f f ic ia ls  o f  th e  s t a t e  in  w h ic h  th e  m a te r i a l  is  lo c a te d , to  
in s p e c t  th e  m a te r i a l  o n  b e h a l f  o f  th e  d i r e c to r .

(b) T h e  d i r e c to r  m a y  r e s p o n d  to  a  r e q u e s t  from  a n  o ffic ia l o f  a n o t h e r  
s t a t e  u n d e r  p ro c e d u re s  e s ta b l i s h e d  in  la )  o f  th i s  s e c t io n .  (8 10  c h  149 
S L A  19 8 4 )

S e c .  2 1 .3 6 .4 2 0 . P r e m i u m  i n c r e a s e s  o n  a u t o m o b i l e  i n s u r a n c e  
p o l i c i e s ,  (a) A n  in s u r e r  m a y  n o t in c r e a s e  th e  p r e m iu m  o n  a n  a u to m o ­
b i le  in s u r a n c e  p o lic y  u n le s s  th e  in c r e a s e  a p p l ie s  to  a l l  in s u r e d s  o f  th e  
s a m e  c la s s .

(b) A n  i n s u r e r  m a y  n o t in c r e a s e  t h e  p r e m iu m  o r  ad d  a  s u r c h a r g e  to  
a n  a u to m o b ile  in s u r a n c e  p o lic y  b e c a u s e  o f  t h e  is s u a n c e  o f  a  c i ta t io n  for 
a  m o v in g  t r a f f ic  v io la t io n  u n le s s  I ' m* in s u r e d  o r  a n o t h e r  p e r s o n  w ho  
re s id e s  in  th e  i n s u r e d ’s  h o u s e h o ld  a n d  is c o v e re d  b y  th e  po licy  h a s  b een  
c o n v ic te d  o f  t h e  v io la t io n .

(c) T h e  d i r e c to r  s h a l l  a d o p t  r e g u la t io n s  to  d e te r m in e  c i rc u m s ta n c e s  
u n d e r  w h ic h  a n  in s u r e r  m a y  in c r e a s e  th e  p r e m iu m  o r  a d d  a  s u r c h a r g e  
to  a n  a u to m o b i le  in s u r a n c e  p o licy .

(d) A n  in s u r e r  t h a t  in c r e a s e s  th e  p r e m iu m  o r  a d d s  a  s u r c h a r g e  to  a n  
a u to m o b i le  in s u r a n c e  p o lic y  s h a l l  g iv e  w r i t t e n  n o tic e  o f  t h e  in c re a s e  o r  
s u r c h a r g e  a t  l e a s t  15 d a y s  b e fo re  il  l a k e s  e f fe c t, s l a t i n g  th e  r e a s o n  for 
t h e  c h a n g e  a n d  th e  r i g h t  o f  a p p e a l  u n d e r  A S  2 l.39 .U 9U .

(e) In  t h i s  s e c t io n  " a u to m o b i le  in s u r a n c e  p o lic y "  m e a n s  a n  in s u r a n c e  
p o lic y  t h a t  p ro v id e s  a u to m o b i le  l ia b i l i ty  c o v e ra g e ,  u n in s u r e d  m o to r is t  
c o v e ra g e ,  a u to m o b i le  m e d ic a l  p a y m e n ts  c o v e ra g e ,  o r  a u to m o b ile  p h y s i­
c a l  d a m a g e  c o v e ra g e ,  d e l iv e r e d  o r  is s u e d  fo r  d e l iv e r y  in  th i s  s l a t e ,  
in s u r in g  a s  th e  n a m e d  in s u r e d  o n e  in d iv id u a l  o r  a  h u s b a n d  a n d  a  w ile  
r e s id in g  in  th e  s a m e  h o u s e h o ld ,  a n d  u n d e r  w h ic h  th e  in s u r e d  v e h ic le s  
a r e  o f  th e  fo llo w in g  ty p e s  o n ly :

(1 ) a  m o to r  v e h ic le  o f  th e  p r iv a t e  p a s s e n g e r  o r  s ta t io n  w a g o n  ty p e  
t h a t  is  n o t  u se d  a s  a p u b lic  o r  l iv e ry  c o n v e y a n c e , a n d  n o t r e n te d  to  
o th e r s ;  o r

I II
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(2) a n y  o th e r  fo u r-w h e e l m o to r  v e h ic le  w i th  a  lo a d  c a p a c ity  o f  1,1500 
p o u n d s  o r  le ss  t h a t  is n o t  u se d  in  th e  o c c u p a t io n ,  p ro 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 t  u s e d  a s  a  p u b lic  o r  l iv e ry  c o n v e y a n c e  a n d  n o t r e n te d  
to  o th e r s .  (§ 1 c h  62  S L A  1984)

R e v i9 o r ’s  n o t e s .  —  E n a c te d  a s  AS 
2 1 .3 6 .4 0 0 . R e n u m b e re d  in  1984.

Chapter 39. Rates and Rating Organizations.

S e c t io n S e c t io n

10. P u rp o se 120. E x a m in a tio n s
20 . A p p lic a b ility 130. R a te  a d m in is t r a t io n
3 0 . M a k in g  o f  r a le s 140. F a ls e  o r  m is le a d in g  in fo rm a tio n
4 0 . R a te  f ilin g s 150. A s s ig n e d  r i s k s
50 . D isa p p ro v a l o f  f i lin g s 155. A ss ig n e d  r i s k  pool
6 0 . R a tin g  o rg a n iz a t io n s 160. P e n a l t ie s
70 . D e v ia tio n s 170. H e a r in g  p ro c e d u re  an d  iu d ic ia l
80 . A p p e a l by m in o r ity re v ie w
90. R ig h ts  o f in s u re d s 175. S ta t i s t ic s

100. A d v iso ry  o r g a n iz a t io n s 180. D e fin itio n
110. J o i n t  u n d e r w r i t in g  o r jo in t

r e in s u ra n c e

N O T E S  T O  D E C I S I O N S

C ite d  in  S ta te  W o rk m e n 's  C iunp . ltd . v.
D e la n e y , S u p . C t. O p. N o. 2 I4 'J  ( F i le  No.
4461), 6 1 5  P .2d  5  11980).

C o l l a t e r a l  r e f e r e n c e s .  —  43 A m . J u r .  
2 d , In su ra n c e , § 8 2 6  e l sc ( |.

44 C .J .S .,  I n su ra n c e , $ 3 4 0  e l  s e q .

S e c .  2 1 .3 9 .0 1 0 . P u r p o s e .  T h e  p u rp o s e  o f  th is  c h a p te r  is  to  p ro m o te  
th e  p u b lic  w e lfa re  b y  r e g u la t in g  in s u r a n c e  r a te s  in  o rd e r  t h a t  th e y  w ill 
n o t  b e  e x c e s s iv e , in a d e q u a te  o r  u n f a i r ly  d is c r im in a to r y ,  a n d  to  a u th o ­
r iz e  a n d  r e g u la te  c o o p e r a t iv e  a c t io n  a m o n g  in s u r e r s  in  r a t e  m a k in g  
a n d  in  o th e r  m a t t e r s  w i th in  th e  sc o p e  o f  t h i s  c h a p te r .  N o th in g  in  th i s  
c h a p te r  is  in te n d e d  (1) to  p r o h ib i t  o r  d is c o u ra g e  r e a s o n a b le  c o m p e ti­
tio n , o r  (2) to  p r o h ib i t  o r e n c o u r a g e ,  e x c e p t to  t h e  e x t e n t  n e c e s s a ry  to  
a c c o m p lish  th e  p u rp o s e  o f  t h i s  c h a p te r ,  u n i f o r m ity  in  in s u r a n c e  r a te s ,  
r a t i n g  s y s te m s ,  r a t i n g  p la n s  o r p r a c t ic e s .  T h is  c h a p te r  s h a l l  be lib ­
e r a l ly  in te r p r e te d  to  c a r ry  in to  e f fe c t th e  i n t e n t  o f  th is  se c tio n . (§ 1 ch  
120 S L A  1966)
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CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended 

to correct a deficiency in Ch 62 SLA 1934. The sponsor of that bill was 

attempting to provide an appeal mechanism for persons aggrieved by auto­

mobile insurance rate increases resulting from surcharges for an accident 

or violation appearing on that person's driving record, and which is 

alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all 

premium increases by an insurer. The notice gives a reason for the 

increase and the right to an appeal under AS 21.39.090. It is not clear 

whether a notice of reason and notice of right to appeal is required on 

increases resulting from other than a change in the individual driving 

record. Such increases are subject to rate review and approval by the 
State before use and we believe that a right to appeal on top of the 

review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir­

cumstances in which the notice is necessary and the scope of notice 

required. It does provide recourse for surcharges or increases that are ~ 

frjt appropriate because a person was not convicted of a violation or at 

fault in an accident. We do not object to the notice of premium increase 

on approved rate filings because it is a fair thing to do. It does gener­

ate additional cost for the insurer which will ultimately be passed along 

to the consumer. J.t is, however, a reasonable and fair requirement.

Loren H. Lounsbury, Commissioner
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SB 88: "An Act relating to increases or surcharges to automobile insurance 

I . premiums."

The Department of Commerce and Economic Development is in favor of this 

legislation.

The legislation proposes to introduce two exceptions to legislation adopted in 
1984. That legislation, Ch. 62, SLA 1984, enacted AS 21.36.420, which 

requires that before a premium increase for automobile insurance can be 

applied, the insurer must first have sent a notice to the insured that the 

increase would take place. The statute also required that an insured be 

advised that he or she may request a hearing in Alaska before the insurer or 

its rating organization to appeal the application of the increased rate. The 

1984 legislation provided for no exceptions.

The intent expressed during hearings held on the bill and by the sponsor was 

to provide notice of any rate increase for automobile insurance and entertain 

cases to provide an appeal mechanism for persons aggrieved by the rate changes 

because of points or surcharges applied to an insured. The proposed bill 

clarifies the notice of change provision by recognizing that there are 

situations where a lengthy period between notice and application does not 

really add to public protection and may, in fact, impair market availability. 

For example, change of car, addition of a young driver, or additional vehicles 

do increase the price of insurance and insureds know this is fact. Increases 

in such cases are not a surprise and a revision to the notice provision does 

not impact public protection.

The real issue addressed with this proposal is the notice of a right to a 

hearing when a rate increase occurs. That feature is not reasonable in those 

cases where there is a change wrought by the insured and he is told that it 

will have a rate impact, or when an increase is due to a general rate increase 

which has been reviewed and approved by the Division of Insurance.

Our concern is that the absence of reasonable exceptions provides the 

opportunity for frivolous requests for hearings that would eventually burden 

the state with unnecessary hearings. This does not impair the ability of a 

person aggrieved by the application of the rating system from a hearing on the 

manner in which the system is applied if there is reason to believe that 

another application would be appropriate.

JLG/DK/JAS/wfs0461K ’ 
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S E N A T E  C O M M IT T E E  R E P O R T

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23

\S FURTHER: FINANCE
**FISCAL NOTE(S) ATTACHED A  **
IN ACCORDANCE WITH AS 24.08.035 
(see below)

1/28/87 DATE TURNED INTO OFFICE / t f 7
Mr. President: ' ’

LABOR & COMMERCE Committee considered

FIRST COMMITTEE OF REFERRAL

relating to increases or surcharges to automobile insurance premiums

and recommended:

[ ] replace with CS   [] same title
[j n e w  title

[ ] attached amendment(s) and

[ ] do not pass 

[ ] no recommendation

individual recommendations 

[ ] further referral to_____________________________

[ ] letter of intent adopted and attached 

** Committee rVj attached or [ ] adopted fiscal note(s)
J zero* [ ] fiscal impact

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

D o
Chairman signature and recommendation

[ ] Committee Backup Attached




