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S  T  A  T  E  O  V  A  I „  A  S  K  A
office or the governor 

J  V N K A I•

April 4, 1989

The Honorable Tim Kelly 
President of the Senate 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Mr. President:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to insur­
ance guaranty funds. This bill addresses the problem of 
providing funds for the payment of claims when an insurance 
company becomes insolvent.

When insurer insolvencies occur, policyholders should be 
able to have their claims paid through an industry financed 
guaranty fund. The policy implemented by guaranty funds is 
that the risk of insolvency should be spread over all other 
insurers in the system. Although Alaska already has a 
guaranty fund, its inadequacies have been exposed by recent 
experience. The commissioner of the Department of Commerce 
and Economic Development reports that in a recent case as 
much as $5 million in claims of injured seamen could be 
deprived of coverage because our present fund does not 
provide for it. This proposal creates a new marine in­
surance account within our existing guaranty fund. The 
proposal also allows pre-funding assessments to the present 
fund so that it may be able to meet demands upon it in the 
f u t u r e .

An even more serious inadequacy is our current lack of any 
guaranty fund at all for life, annuity, and disability 
insurance coverage. This proposal establishes a new 
guaranty fund for these kinds of insurance, based on the 
Life and Health Insurance Guaranty Association Model Act 
adopted by the National Association of Insurance Comm i s s­
ioners in 1986.

The division of insurance will provide a more detailed 
description of this proposal  an insur­
ance consumer.

Steve Cowper 
Governor
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M y  name is a m W N n M |  C o u n s e l  for the

A m e r i c a n  C o u ncil of L i f e  I n s u r a n c e  (ACLI). The A C L I  is a national 

trade a s s o c i a t i o n  r e p r e s e n t i n g  o v e r  600 legal r e s e r v e  life 

insurance companies. T h e s e  companies w r i t e  a p p r o x i m a t e l y  93% of 

the life i n s u r a n c e  in f o r c e  in the United States. T h r e e  h u n d r e d  

and for t y - f o u r  of our c o m p a n i e s  are licensed to d o  b u s i n e s s  in 

Alaska, a c c o u n t i n g  for 96.4% of the life i n s u r a n c e  in force in the 

state.

W e  supp o r t  the e n a c t m e n t  of life and h e a l t h  i n s u r a n c e  

g u a r a n t y  a s s o c i a t i o n s  in a l l  states, the D i s t r i c t  o f  C o l umbia, and 

Puerto Rico. C u rrently, s u c h  a s sociations exist in of the 52 

jurisdictions. The ju r i s d i c t i o n s  w i t h o u t  g u a r a n t y

a s s o c i a t i o n s  for the life a n d  h e a l t h  insurance i n d u s t r y  are 

Alaska, California, C o l o r a d o ,  the Distr i c t  of C o l u m b i a ,  Louisiana, 

N e w  J e r s e y

e x n c L

W e  also support S e n a t e  B i l l  259 in concept. T h e  b i l l  is 

p a t t e r n e d  s u b s t a n t i a l l y  a f t e r  the Life & Heal t h  I n s u r a n c e  Guaranty

A s s o c i a t i o n  M o d e l  A c t  a d o p t e d  b y  the N a t i o n a l  A s s o c i a t i o n  of

I n s u r a n c e  C o m m i s s i o n e r s  (NAIC) . W e  w o u l d  like to of£er5 H B 8 i  

a m e n d m e n  w h i c h  we b e l i e v e  w i l l  more c l o sely a l i g n  t h e  b i l l  with

legislation e n a c t e d  in oth e r  

states. T h e a m e n d m e n - ^ p w e  recommend to thje l a n g u a g e   ̂ *

c u r r e n t l y  c o n tained in S e n a t e  Bill 259 are as follows:



P r e m i u m  T a x  O f f s e t

T h e  N A I C  M o d e l  Act includes, as an o p t i o n a l

p r o v i s i o n ,  the following language:

A  m e m b e r  in s u r e r  m a y  o f f s e t  a g a i n s t  its ( p r e m i u m ,

to t h i s  sta t e  an a s s e s s m e n t  d e s c r i b e d  irT S e c t i o n  
to the ext e n t  of t w e n t y  p e r c e n t  o f  the a m o u n t  

of s u c h  a s s e s s m e n t  for e a c h  o f  the five c a l e n d a r  
y e a r s  f o l l o w i n g  the year in w h i c h  such a s s e s s m e n t  
w a s  paid. In the event a m e m b e r  i n s u r e r  should 
c e a s e  d o i n g  business, all u n c r e d i t e d  a s s e s sments 
m a y  b e  c r e d i t e d  against its a p r e m i u m £ B i B M N l H H B H V  

t t a x  l i a b i l i t y f o r  the y e a r  
it c e a s e s  d o i n g  business. ....

T h i s  p r o v i s i o n  has been a d o p t e d  in some form b y  35" 2'

of t h e  j u r i s d i c t i o n s  w h i c h  h a v e  o p e r a t i o n a l

l i f e / h e a l t h  g u a r a n t y  associations. W e  s t r o n g l y  b e l i e v e

it s h o u l d  be i n c o r p o r a t e d  into the l a n guage o f  Sen a t e

Bill 259.

T h e  p r o b l e m  of insurance c o m p a n y  i n s o l v e n c y  is a 

social p r o b l e m ,  n o t  simply an i n d u s t r y  problem. S t a t e  

r e g u l a t o r s  p l a y  a n  important r o l e  in p o l i c i n g  the 

s o l v e n c y  o f  the i n d u s t r y  to p r e v e n t  loss to c o n sumers.

W h e n  the s y s t e m  fails, the cost, shou l d  be s p r e a d  as 

b r o a d l y  as p o s sible, not borne e n t i r e l y  b y  the i n s u r e d  

p o p u l a t i o n  o f  the state. Moreover, it is p a t e n t l y  

u n f a i r  to r e q u i r e  solvent, w e l l - m a n a g e d  c o m p a n i e s  to p a y  

the l o s s e s  o f  t h e i r  p o o r l y - m a n a g e d  c o mpetitors. In 

effect, the f i n ancially sound c o m p a n i e s  p a y  tw i c e  ■—  

once w h e n  t h e y  lose business t o  c o m p e t i t o r s  w h o s e  

p r o d u c t s  c o s t  less, and again w h e n  that c o m p e t i t o r ’s 

i n a p p r o p r i a t e  p r i c i n g  levels r e s u l t  in an i n s o l v e n c y  for 

w h i c h  g u a r a n t y  a s s o c i a t i o n  a s s e s s m e n t s  are levied.



W i t h o u t  a p r e m i u m  tax offset, c o n s u m e r s  w h o  c h o o s e  to 

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

w e l l - m a n a g e d  c o m p a n i e s  a r e  p e n a l i z e d  as t h e i r  p r e m i u m  

l e v e l s  are i n c r e a s e d  to r e f l e c t  t h e i r  c o m p a n y ’s c o s t  of 

p a y i n g  the l o s s e s  for an i n s o l v e n t  c o m p e t i t o r .

E v e n  w i t h  a full p r e m i u m  t a x  offset, i n s u r e r s  do 

n o t  r e c o u p  t h e i r  full a s s e s s m e n t .  T h e y  s t i l l  l o o s e  t h e . 

t i m e  v a l u e  o f  t h e i r  money. I n s u r e r s  l e n d  m o n e y  u p  front 

•to p a y  all c l a i m s  o f  i n s o l v e n t  c o m p e t i t o r s ,  t h e n  r e c o v e r  

it, w i t h o u t  i n t e r e s t ,  at the r a t e  of 20% p e r  y e a r  o *er 

the n e x t  five yea r s .  C o m p a n i e s  e s t i m a t e  t h a t  this 

r e s u l t s  in a t o t a l  r e c o u p m e n t  o f  70-8 0 %  of t h e  m o n i e s  

i n i t i a l l y  p a i d  to the g u a r a n t y  a s s o c i a t i o n  b y  w a y  of 

a s s e s s m e n t .
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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  t o  i n s u r a n c e  g u a r a n t y  f u n d s  a n d  t o
d e f i n i t i o n s  o f  " i m p a i r e d  o r  i m p a i r m e n t "  a n d  " i n s o l v e n t  
o r  i n s o l v e n c y "  i n  l a w s  r e l a t i n g  t o  i n s u r a n c e ;  a m e n d i n g  
R u l e s  2 4 ( a )  a n d  6 2 ( a ) ,  R u l e s  o f  C i v i l  P r o c e d u r e ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

S E C T I O N  1

S e c .  2 1 . 2 1 . 2 5 0 ( c )  O t h e r  I n v e s t m e n t s ;  P r o h i b i t i o n s
( P a g e  1 ,  L i n e s  1 2  t o  1 8 . )

T h i s  S e c t i o n  a l l o w s  i n s u r e r s  t o  i n v e s t  i n  n o t e s  a n d  o t h e r  e v i d e n c e  o f  
i n d e b t e d n e s s  o f  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  
( A L D I G A )  a n d  t o  h a v e  t h o s e  n o t e s  a n d  o t h e r  e v i d e n c e  o f  i n d e b t e d n e s s  
c o n s i d e r e d  a s  a d m i t t e d  a s s e t s  o f  t h e  i n s u r e r .

S E C T I O N  2

S e c .  2 1 . 3 6 . 0 3 5  P r o h i b i t e d  A d v e r t i s e m e n t s  a n d  R e p r e s e n t a t i o n s
( P a g e  1 ,  L i n e  1 9  t o  P a g e  2 ,  L i n e  3 . )

T h i s  S e c t i o n  m a k e s  t h e  u s e  o f  t h e  p r o t e c t i o n  a f f o r d e d  b y  t h i s  A c t  t o  a i d  a  
p e r s o n  i n  t h e  s a l e  o f  i n s u r a n c e  a  p r o h i b i t e d  u n f a i r  t r a d e  p r a c t i c e .  T h i s  
w o u l d  e x t e n d  t o  a  p e r s o n  w i t h  a n  i n t e r e s t  i n  a  p o l i c y  w h o  u s e s  t h e  p r e s e n c e  
o f  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  ( A L D I G A )  t o  
s u p p o r t  t h e  v a l u e  o f  t h e  p o l i c y  a s  c o l l a t e r a l  i n  a  l o a n  t r a n s a c t i o n ,  w h i c h  
a c t i o n  w o u l d  b e  p r o h i b i t e d .

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

E n f o r c e m e n t  m e c h a n i s m s  f o r  t h i s  s e c t i o n  a l r e a d y  e x i s t  i n  c u r r e n t  s t a t u t e .

S E C T I O N  3

S e c .  2 1 . 7 9  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n
( P a g e  2 ,  L i n e  4  t o  P a g e  2 4 ,  L i n e  4 . )

T h i s  S e c t i o n  c r e a t e s  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  
A s s o c i a t i o n  ( A L D I G A )  w h i c h  w i l l  a d d r e s s  t h e  p r o b l e m  o f  p r o v i d i n g  f u n d s  f o r  
t h e  p a y m e n t  o f  c l a i m s  w h e n  a n  i n s u r a n c e  c o m p a n y  b e c o m e s  i n s o l v e n t .  T h e  
p r o p o s a l  c r e a t e s  a  f u n d i n g  m e c h a n i s m  t o  g u a r a n t e e  l i f e  i n s u r a n c e ,  d i s a b i l i t y
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i n s u r a n c e  a n d  a n n u i t y  w r i t i n g s  o f  a d m i t t e d  i n s u r e r s .  T h e s e  k i n d s  o f  
i n s u r a n c e  a r e  n o t  p r e s e n t l y  c o v e r e d  b y  a n y  f o r m  o f  p r o t e c t i o n .  T h e  p r o p o s a l  
i s  b a s e d  o n  a  m o d e l  d r a f t e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  
C o m m i s s i o n e r s .

S e c  2 1 . 7 9 . 0 1 0  P u rp o s e
( P a g e  2 ,  L i n e s  7 - 1 2 . )

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

S e c .  2 1 . 7 9 . 0 2 0  S c o p e
( P a g e  2 ,  L i n e  1 3  t o  P a g e  4 ,  L i n e  2 5 . )

T h i s  s e c t i o n  o u t l i n e s  w h a t  A L D I G A  d o e s  a n d  d o e s  n o t  c o v e r .

S u b s e c t i o n  ( a )
( P a g e  2 ,  L i n e  1 3  t o  P a g e  3 ,  L i n e  3 . )

T h i s  s u b s e c t i o n  l i s t s  p e r s o n s  c o v e r e d  b y  A L D I G A .

S u b s e c t i o n  ( b )
( P a g e  3 ,  L i n e s  4  t o  9 . )

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

S u b s e c t i o n  ( c )
( P a g e  3 ,  L i n e  1 0  t o  P a g e  4 ,  L i n e  1 9 . )

T h i s  s u b s e c t i o n  l i s t s  i t e m s  n o t  c o v e r e d  b y  A L D I G A .

S u b s e c t i o n  ( c ) ( 1 )  e x c l u d e s  c o v e r a g e  f o r  p a r t s  o f  t h e  p o l i c y  o r  c o n t r a c t  n o t  
g u a r a n t e e d  b y  t h e  i n s u r e r .  I t  i s  d i r e c t e d  t o w a r d  t h e  n o n - g u a r a n t e e d  p o r t i o n  
o f  v a r i a b l e  p o l i c i e s  a n d  c o n t r a c t s .

S u b s e c t i o n  ( c ) ( 2 )  e x c l u d e s  t h a t  p a r t  o f  t h e  r i s k  b o r n e  b y  t h e  i n s u r e d .  I t  a c t s  
t o  e x c l u d e  t h e  d e d u c t i b l e  p o r t i o n  o f  a  p o l i c y .

S u b s e c t i o n  ( c ) ( 3 )  e x c l u d e s  t h e  r e i n s u r a n c e  b u s i n e s s  o f  t h e  i m p a i r e d  o r  
i n s o l v e n t  i n s u r e r  o t h e r  t h a n  r e i n s u r a n c e  f o r  w h i c h  a s s u m p t i o n  c e r t i f i c a t e s  
a r e  u s e d .

Page 2
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S u b s e c t i o n  ( c ) ( 4 )  l i m i t s  c o v e r a g e  f o r  t h e  r a t e  o f  i n t e r e s t  o n  p o l i c i e s  o r  
c o n t r a c t s  w h i c h  e x c e e d  l e v e l s  e s t a b l i s h e d  i n  t h e  s e c t i o n .

S u b s e c t i o n  ( c ) ( 5 )  e x c l u d e s  c o v e r a g e  f o r  l i f e ,  d i s a b i l i t y  o r  a n n u i t y  p r o d u c t s  
o f f e r e d  b y  s e l f  i n s u r e r s  o r  a r e  s e l f  f u n d e d .

S u b s e c t i o n  ( c ) ( 6 )  e x c l u d e s  c o v e r a g e  f o r  d i v i d e n d s  o r  e x p e r i e n c e  r a t i n g  
c r e d i t s  o r  a l l o w a n c e s  f o r  a d m i n i s t r a t i o n  o f  t h e  p o l i c y  o r  c o n t r a c t .

S u b s e c t i o n  ( c ) ( 7 )  e x c l u d e s  c o v e r a g e  f o r  p o l i c i e s  i s s u e d  b y  a  m e m b e r  i n s u r e r  
w h i l e  i t  w a s  n o n a d m i t t e d  i n  A l a s k a .

S u b s e c t i o n  ( d )
( P a g e  4 ,  L i n e s  2 0  t o  2 5 . )

T h i s  s u b s e c t i o n  d e f i n e s  t h e  t e r m  " p u b l i s h e d  m o n t h l y  a v e r a g e "  u s e d  i n  
S u b s e c t i o n  ( c ) ( 4 )  w h i c h  l i m i t s  t h e  r a t e  o f  i n t e r e s t  u s e d  o n  c o v e r e d  p o l i c i e s  
a n d  c o n t r a c t s .

S e c .  2 1 . 7 9 . 0 2 5  L i a b i l i t y  L i m i t s
( P a g e  4 ,  L i n e  2 6  t o  P a g e  5 ,  L i n e  1 3 . )

T h i s  s e c t i o n  s t a t e s  t h e  l i m i t s  o f  c o v e r a g e  o f f e r e d  b y  A L D I G A .  T h e  l i m i t s  a r e
V  $ 3 0 0 , 0 0 0  o n  a n y  o n e  l i f e .
V  $ 1 0 0 , 0 0 0  f o r  c a s h  s u r r e n d e r  v a l u e .
V  $ 1 0 0 , 0 0 0  f o r  d i s a b i l i t y  i n s u r a n c e  b e n e f i t s .
V  $ 1 0 0 , 0 0 0  i n  t h e  p r e s e n t  v a l u e  o f  a n n u i t y  b e n e f i t s .
V  $ 5 , 0 0 0 , 0 0 0  i n  u n a l l o c a t e d  a n n u i t y  c o n t r a c t  b e n e f i t s  i r r e s p e c t i v e  o f

n u m b e r  o f  c o n t r a c t s  h e l d  t h e  c o n t r a c t  h o l d e r .

S e c .  2 1 . 7 9 . 0 3 0  C o n s t r u c t i o n
( P a g e  5 ,  L i n e s  1 4  t o  1 5 . )

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

S e c .  2 1 . 7 9 . 0 4 0  C r e a t i o n  o f  A s s o c i a t i o n
( P a g e  5 ,  L i n e  1 6  t o  P a g e  6 ,  L i n e  4 . )

S u b s e c t i o n  ( a )
( P a g e  5 ,  L i n e s  1 6  t o  2 8 . )

T h i s  s u b s e c t i o n  c r e a t e s  A L D I G A  a s  a  n o n p r o f i t  e n t i t y .  M e m b e r s h i p  i n  
A L D I G A  i s  a  c o n d i t i o n  o f  a n  i n s u r e r s  a u t h o r i t y  t o  t r a n s a c t  i n s u r a n c e  i n  t h i s  
s t a t e .  T o  p a y  f o r  a s s e s s m e n t  a n d  a d m i n i s t r a t i o n ,  t w o  a c c o u n t s  a r e  
e s t a b l i s h e d .  O n e  i s  f o r  d i s a b i l i t y  i n s u r a n c e  a n d  t h e  o t h e r  i s  f o r  l i f e  i n s u r a n c e  
a n n u i t y  a n d  u n a l l o c a t e d  a n n u i t y  c o n t r a c t s .
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S u b s e c t i o n  ( b )
( P a g e  5 ,  L i n e  2 9  t o  P a g e  6 ,  L i n e  4 . . )

T h i s  s u b s e c t i o n  p l a c e s  A L D I G A  u n d e r  t h e  s u p e r v i s i o n  o f  t h e  D i r e c t o r  o f  
I n s u r a n c e .  P r o v i s i o n  i s  m a d e  f o r  p u b l i c  m e e t i n g s .

S e c .  2 1 . 7 9 . 0 5 0  B o a r d  o f  G o v e r n o r s
( P a g e  6 ,  L i n e s  5  t o  1 9 . )

S u b s e c t i o n  ( a )
( P a g e  6 ,  L i n e s  5  t o  1 2 . )

T h i s  s u b s e c t i o n  p r o v i d e s  f o r  t h e  n u m b e r  a n d  t e r m  o f  t h e  m e m b e r s  o f  t h e  
B o a r d  o f  G o v e r n o r s  o f  A L D I G A  t o  b e  d e t e r m i n e d  i n  t h e  p l a n  o f  o p e r a t i o n .

S u b s e c t i o n  ( b )
( P a g e  6 ,  L i n e s  1 3  t o  1 5 . )

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

S u b s e c t i o n  ( c )
( P a g e  6 ,  L i n e s  1 6  t o  1 9 . )

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

S e c .  2 1 . 7 9 . 0 6 0  P o w e r s  a n d  D u t i e s  o f  t h e  A s s o c i a t i o n
( P a g e  6 ,  L i n e  2 0  t o  P a g e  1 4 ,  L i n e  1 . )

T h i s  S e c t i o n  i s  t h e  h e a r t  o f  t h e  A L D I G A  p r o p o s a l .  I t  d e t a i l s  t h e  d u t i e s  o f  t h e  
A L D I G A  b y  d i s t i n g u i s h i n g  b e t w e e n :

1 . t h o s e  i n s u r e r s  w h o s e  " i m p a i r e d "  s t a t u s  i s  a t t r i b u t a b l e  t o  a  f i n d i n g  b y  
t h e  D i r e c t o r  p r i o r  t o  a n  o r d e r  o f  l i q u i d a t i o n  a n d  t h o s e  w h o s e  
" i n s o l v e n t "  s t a t u s  i s  a t t r i b u t a b l e  t o  s u c h  a n  o r d e r ;  a n d ,

2 . i n s o l v e n t  d o m e s t i c  i n s u r e r s  a n d  i n s o l v e n t  f o r e i g n  o r  a l i e n  i n s u r e r s .  

P r i o r  t o  a n  o r d e r  o f  l i q u i d a t i o n ,  A L D I G A  h a s  n o  l i a b i l i t y .

S u b s e c t i o n  ( a )
( P a g e  6 ,  L i n e  2 0  t o  P a g e  7 ,  L i n e  1 . )

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

S u b s e c t i o n  ( b )
( P a g e  7 ,  L i n e s  2  t o  1 4 . )

T h i s  s u b s e c t i o n  r e q u i r e s  A L D I G A  t o  a c t  e v e n  w i t h o u t  a n  o r d e r  o f  l i q u i d a t i o n  
i n  t h e  c a s e  o f  a n  i m p a i r e d  m e m b e r  i n s u r e r  ( n o t  i n s o l v e n t )  t h a t  i s  n o t  p a y i n g  
c l a i m s  p r o v i d e d  t h e  c o n d i t i o n s  i n  S u b s e c t i o n  ( c )  a r e  m e t .  A L D I G A ,  a s  a  
c o n d i t i o n  o f  i t s  a s s i s t a n c e ,  m a y  n e g o t i a t e  a n y  r e q u i r e m e n t s  o r  s a f e g u a r d s  i t  
d e e m s  n e c e s s a r y  s o  l o n g  a s  t h e y  a r e  a p p r o v e d  b y  t h e  D i r e c t o r ,  a r e  a c c e p t e d  
b y  t h e  i m p a i r e d  i n s u r e r ,  a n d  d o  n o t  i m p a i r  t h e  c o n t r a c t u a l  o b l i g a t i o n s  t o  t h e  
p o l i c y h o l d e r s ,  i n s u r e d s  , a n d  b e n e f i c i a r i e s .

I n  t h e  a b s e n c e  o f  a n y  c o u r t  o r d e r ,  b e f o r e  a n y  n e g o t i a t i o n s  b e c o m e  f i n a l  t h e  
i m p a i r e d  i n s u r e r ' s  a c c e p t a n c e  o f  t h e  t e r m s  o f  A L D I G A  i s  n e c e s s a r y .  T h r o u g h  
t h i s  a p p r o a c h ,  a  m e c h a n i s m  i s  p r o v i d e d  f o r  e a r l y  a c t i o n  b y  A L D I G A  b e f o r e  
t h e  s i t u a t i o n  f u r t h e r  d e t e r i o r a t e s .  T h e  p o l i c y h o l d e r ,  i n s u r e d ,  a n d  
b e n e f i c i a r i e s  a r e  p r o t e c t e d ,  c l a i m s  a r e  p a i d  a n d  c o v e r a g e s  c o n t i n u e d ,  f o r  
e x a m p l e  t h r o u g h  r e h a b i l i t a t i n g  t h e  i m p a i r e d  i n s u r e r s ,  o r  r e i n s u r i n g  t h e  
p o l i c i e s  e l s e w h e r e .

S u b s e c t i o n  ( c )
( P a g e  7 ,  L i n e  1 5  t o  P a g e  8 ,  L i n e  1 3 . )

T h i s  s u b s e c t i o n  e s t a b l i s h e s  c o n d i t i o n s  p r e c e d e n t  t o  r e q u i r e d  a c t i o n  b y  
A L D I G A .  O n e  o f  t h e  m o s t  i m p o r t a n t  c o n d i t i o n s  i s  t h a t  t h e r e  b e  a  s t a t u t o r y  
p r o v i s i o n  f o r  t h e  r e p a y m e n t  o f  A L D I G A  p r i o r  t o  t h e  r e t u r n  o f  t h e  c o m p a n y  t o  
s h a r e h o l d e r  o r  p r i v a t e  c o n t r o l .  T h e  A L D I G A  r o l e  h e r e  i s  t h e  p a y m e n t  o f  
b e n e f i t s  a n d  " h a r d s h i p "  c a s h  w i t h d r a w a l s  t o  c o v e r e d  p e r s o n s .  I t  a l s o  
e s t a b l i s h e s  t h a t  n o  a c t i o n  h a s  b e e n  t a k e n  t h a t  w o u l d  e f f e c t i v e l y  r e n d e r  t h e  
i n s u r e r  a  n o n - v i a b l e  e n t i t y .

S u b s e c t i o n  ( d )
( P a g e  8 ,  L i n e s  1 4  t o  2 6 . )

T h i s  s u b s e c t i o n  d e t a i l s  t h e  m a i n  r o l e  o f  A L D I G A  i n  t h e  e v e n t  o f  a n  
i n s o l v e n c y .  I t  p r o v i d e s  t h a t  i f  t h e  i n s u r e r  a c q u i r e s  i t s  i n s o l v e n t  s t a t u s  a s  a  
r e s u l t  o f  a  f i n a l  o r d e r  o f  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n ,  A L D I G A  
s h a l l ,  r a t h e r  t h a n  m a y ,  g u a r a n t e e ,  a s s u m e ,  r e i n s u r e  o r  c a u s e  t o  b e  
g u a r a n t e e d ,  a s s u m e d ,  o r  r e i n s u r e d ,  t h e  c o v e r e d  p o l i c i e s  o f  t h e  i n s o l v e n t  
i n s u r e r  a n d  t o  a s s u r e  p a y m e n t  o f  c o n t r a c t u a l  o b l i g a t i o n s .

S u b s e c t i o n  ( e )
( P a g e  8 ,  L i n e  2 7  t o  P a g e  9 ,  L i n e  2 6 . )
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S u b s e c t i o n  ( e ) ( 1 )
( P a g e  8 ,  L i n e  2 7  t o  P a g e  9 ,  L i n e  1 2 . )

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

S u b s e c t i o n  ( e ) ( 2 )
( P a g e  9 ,  L i n e s  1 3  t o  1 5 . )

T h i s  s u b s e c t i o n  c a l l s  f o r  a  d i l i g e n t  e f f o r t  b y  A L D I G A  t o  g i v e  a t  l e a s t  3 0  d a y s  
n o t i c e  o f  t e r m i n a t i o n  o f  c o v e r a g e .

S u b s e c t i o n  ( e ) ( 3 )
( P a g e  9 ,  L i n e s  1 6  t o  2 6 . )

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

S u b s e c t i o n  ( f )
( P a g e  9 ,  L i n e  2 7  t o  P a g e  1 0 ,  L i n e  7 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  t h e  s u b s t i t u t e  c o v e r a g e  r e q u i r e d  i n  S u b s e c t i o n  
( e ) ( 3 )  b e  o f f e r e d  w i t h o u t  n e w  u n d e r w r i t i n g  a n d  w i t h  c o v e r a g e  f o r  c o n d i t i o n s  
t h a t  e x i s t e d  u n d e r  t h e  r e p l a c e d  c o v e r a g e .

S u b s e c t i o n  ( g )
( P a g e  1 0 ,  L i n e s  8  t o  2 2 . )

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

S u b s e c t i o n  ( h )
( P a g e  1 0 ,  L i n e s  2 3  t o  2 8 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  r e i s s u e  r a t e s  t h a t  a r e  d i f f e r e n t  f r o m  t h o s e  o n  
t h e  t e r m i n a t e d  c o v e r a g e  a r e  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  D i r e c t o r  o f  
I n s u r a n c e  o r  b y  t h e  c o u r t .
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S u b s e c t i o n  ( i )
( P a g e  1 0 ,  L i n e  2 9  t o  P a g e  1 1 ,  L i n e  4 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  A L D I G A ' s  o b l i g a t i o n s  t o  p r o v i d e  c o v e r a g e  
u n d e r  a  p o l i c y  o f  a n  i m p a i r e d  o r  i n s o l v e n t  i n s u r e r  c e a s e  w h e n  t h e  c o v e r a g e  
i s  r e p l a c e d  w i t h  s i m i l a r  c o v e r a g e .

S u b s e c t i o n  ( j )
( P a g e  1 1 ,  L i n e s  4  t o  7 . )

T h i s  s u b s e c t i o n  t i e s  t h e  c o v e r a g e  p r o v i d i n g  f o r  g u a r a n t e e d  i n t e r e s t  t o  t h e  
l i m i t  o n  i n t e r e s t  i n  S e c t i o n  2 1 . 7 9 . 0 2 0 ( c ) ( 4 ) .

S u b s e c t i o n  ( k )
( P a g e  1 1 ,  L i n e s  9  t o  1 4 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  n o n - p a y m e n t  o f  p r e m i u m s  b y  3 1  d a y s  a f t e r  
r e q u i r e d  b y  t h e  c o n t r a c t  t e r m i n a t e s  A L D I G A ’s  o b l i g a t i o n s  u n d e r  t h e  c o n t r a c t  
o t h e r  t h a n  f o r  c l a i m s  i n c u r r e d  o r  c a s h  s u r r e n d e r  v a l u e s  d u e .

S u b s e c t i o n  (1 )
( P a g e  1 1 ,  L i n e s  1 5  t o  1 9 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  p r e m i u m s  d u e  a f t e r  a n  o r d e r  o f  l i q u i d a t i o n  
b e l o n g  t o  a n d  a r e  p a y a b l e  t o  A L D I G A .

S u b s e c t i o n  ( m )
( P a g e  1 1 ,  L i n e s  2 0  t o  2 3 . )

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

S u b s e c t i o n  ( n )
( P a g e  1 1 ,  L i n e  2 4  t o  P a g e  1 2 ,  L i n e  5 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  u n d e r  c e r t a i n  c i r c u m s t a n c e s ,  t h e  c o u r t  c a n  
i s s u e  p o l i c y  o r  c o n t r a c t  l i e n s ,  i n  c o n n e c t i o n  w i t h  A L D I G A  p r o v i d e d  
g u a r a n t e e s ,  a s s u m p t i o n s  o r  r e i n s u r a n c e  a g r e e m e n t s .  T h i s  i s  a  d e v i c e  t h a t  
h a s  b e e n  u s e d  i n  t h e  p a s t  i n  c o n n e c t i o n  w i t h  t h e  c o n t i n u a t i o n  o f  t h e  
i n s o l v e n t  i n s u r e r s '  c o v e r a g e .  S i n c e  b y  d e f i n i t i o n ,  t h e  a s s e t s  o f  t h e  i n s o l v e n t  
i n s u r e r  w e r e  n o t  a d e q u a t e  t o  s u p p o r t  i t s  c o n t r a c t u a l  o b l i g a t i o n s ,  l i e n s  w e r e  
u s e d  t o  r e d u c e  i t s  o b l i g a t i o n s  t o  a  l e v e l  w h e r e  t h e  a s s e t s  w o u l d  b e  a d e q u a t e .
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S u b s e c t i o n  ( o )
( P a g e  1 2 ,  L i n e s  6  t o  1 1 . )

T h i s  s u b s e c t i o n  p e r m i t s  A L D I G A  t o  s e e k  c o u r t  i m p o s e d  t e m p o r a r y  ^ t a y s  o n  
t h e  p a y m e n t  o f  c a s h  v a l u e s  a n d  p o l i c y  l o a n s .  T h i s  i s  i n t e n d e d  t o  a v o i d  a  r u n  
o n  t h e  a s s e t s  o f  t h e  i m p a i r e d  o r  i n s o l v e n t  i n s u r e r .  T h e  l a n g u a g e  o n  L i n e s  1 0  
t o  1 1  w h i c h  r e a d s  " i n  a d d i t i o n  t o  a  c o n t r a c t u a l  p r o v i s i o n  f o r  d e f e r r , ? 1. o f  a  
c a s h  o r  p o l i c y  l o a n  v a l u e "  r e f e r s  t o  p o t e n t i a l  p o l i c y  p r o v i s i o n s  w h i c h  d e l a y  
a c c e s s  t o  c a s h  o r  p o l i c y  l o a n  v a l u e .  T h e  i n j u n c t i o n  a b i l i t y  i s  i n  a d d i t i o n  t o  
t h o s e  c o n t r a c t u a l  p r o v i s i o n s .

S u b s e c t i o n  ( p )
( P a g e  1 2 ,  L i n e s  1 2  t o  1 5 . )

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

S u b s e c t i o n  ( q )
( P a g e  1 2 ,  L i n e s  1 6  t o  1 9 . )

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

S u b s e c t i o n  ( r )
( P a g e  1 2  L i n e s  2 0  t o  2 5 . )

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

S u b s e c t i o n  ( s )
( P a g e  1 2 ,  L i n e  2 6  t o  P a g e  1 3 ,  L i n e  7 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  a  p e r s o n  w h o  r e c e i v e s  a  b e n e f i t  f r o m  A L D I G A  
o n  a  c o v e r e d  p o l i c y  m a k e s  a n  a s s i g n m e n t  t o  A L D I G A  t o  t h e  e x t e n t  o f  t h e  
b e n e f i t s  r e c e i v e d .  I t  a l s o  e s t a b l i s h e s  s u b r o g a t i o n  r i g h t s  f o r  A L D I G A .  I t  
p r o v i d e s  t h a t  A L D I G A ' s  r i g h t  t o  a s s e t s  o f  t h e  i n s o l v e n t  i n s u r e r  i s  t h e  s a m e  a s  
a n y  o t h e r  p e r s o n  e n t i t l e d  t o  b e n e f i t s  u n d e r  t h i s  A c t .

S u b s e c t i o n  ( t )
( P a g e  1 3 ,  L i n e  8  t o  P a g e  1 4 ,  L i n e  1 . )

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

S e c .  2 1 . 7 9 . 0 7 0  A s s e s s m e n t
( P a g e  1 4 ,  L i n e  2  t o  P a g e  1 5 ,  L i n e  1 1 . )

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

S u b s e c t i o n  ( a )
( P a g e  1 4 ,  L i n e s  2  t o  8 . )

T h i s  s u b s e c t i o n  e s t a b l i s h e s  t h e  a s s e s s m e n t  m e c h a n i s m  t o  f u n d  t h e  p u r p o s e s  
o f  t h i s  A c t .  L a t e  p a y m e n t s  a c c r u e  a  1 0 %  p e n a l t y  c h a r g e .

S u b s e c t i o n  ( b )
( P a g e  1 4 ,  L i n e s  9  t o  1 7 . )

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

S u b s e c t i o n  ( c )
( P a g e  1 4 ,  L i n e s  1 8  t o  2 7 . )

T h i s  s u b s e c t i o n  d e s c r i b e s  h o w  t h e  a s s e s s m e n t  t o  f u n d  c e r t a i n  e x a m i n a t i o n s  
a n d  t h e  a d m i n i s t r a t i v e  c o s t s  o f  A L D I G A  w i l l  b e  m a d e  ,

S u b s e c t i o n  ( d )
( P a g e  1 4 ,  L i n e  2 8  t o  P a g e  1 5 ,  L i n e  4 . )

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

S u b s e c t i o n  ( e )
( P a g e  1 5 ,  L i n e s  5  t o  1 1 . )

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

S e c .  2 1 . 7 9 . 0 8 0  P l a n  o f  O p e r a t i o n
( P a g e  1 5 ,  L i n e  1 2  t o  P a g e  1 6 ,  L i n e  2 0 . )

T h i s  s e c t i o n  r e q u i r e s  t h e  a d o p t i o n  o f  a  p l a n  o f  o p e r a t i o n  b y  A L D I G A  t o  
p r o v i d e  f o r  t h e  a d m i n i s t r a t i o n  o f  A L D I G A .  T h i s  p l a n  w o u l d  b e  s u b j e c t  t o  
r e v i e w  a n d  a p p r o v a l  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 e  N a t i o n a l  A s s o c i a t i o n  
o f  I n s u r a n c e  C o m m i s s i o n e r s  h a s  a d o p t e d  a  m o d e l  p l a n  o f  o p e r a t i o n  w h i c h  i s
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a v a i l a b l e  I n  t h e  o f f i c e  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .  I t  i s  a n t i c i p a t e d  t h a t  
A L D I G A ,  u p o n  p a s s a g e  o f  t h i s  A c t  w o u l d  s u b s t a n t i a l l y  a d o p t  t h e  p r o v i s i o n s  
c o n t a i n e d  i n  t h e  m o d e l  p l a n .

S e c .  2 1 . 7 9 . 0 9 0  P o w e r s  a n d  D u t i e s  o f  t h e  D i r e c t o r
( P a g e  1 6 ,  L i n e  2 1  t o  P a g e  1 7 ,  L i n e  1 4 . )

S u b s e c t i o n  ( a )
( P a g e  1 6 ,  L i n e s  2 1  t o  2 4 . )

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

S u b s e c t i o n  ( b )
( P a g e  1 6 ,  L i n e  2 5  t o  P a g e  1 7 ,  L i n e  7 . )

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

S u b s e c t i o n  ( c )
( P a g e  1 7 ,  L i n e s  8  t o  1 1 . )

T h i s  s u b s e c t i o n  p r o v i d e s  a n  a p p e a l  m e c h a n i s m  t o  t h e  D i r e c t o r  f o r  a c t i o n s  o f  
A L D IG A .

S u b s e c t i o n  ( d )
( P a g e  1 7 ,  L i n e s  1 2  t o  1 4 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  l i q u i d a t o r ,  r e h a b i l i t a t o r ,  o r  c o n s e r v a t o r  ( t h e  
D i r e c t o r  o f  I n s u r a n c e )  t o  n o t i f y  i n t e r e s t e d  p a r t i e s  o f  t h e  e f f e c t  o f  t h i s  A c t .  
O t h e r  s e c t i o n s  i n  T i t l e  2 1  t i e  i n  w i t h  t h i s  A c t .  A S  2 1 . 6 9 . 5 3 0  p r o v i d e s  a  
r e s p o n s e  t o  a  s i t u a t i o n  w h e r e  a  d e f i c i e n c y  i n  c a p i t a l  o r  a s s e t s  i s  f o u n d .  A S  
2 1 . 7 8  c o n t a i n s  p r o v i s i o n s  f o r  t h e  d i r e c t o r  t o  s e e k  a p p o i n t m e n t  a s  r e c e i v e r  
a n d  s p e a k s  t o  r e h a b i l i t a t i o n s  a n d  l i q u i d a t i o n s .

S e c .  2 1 . 7 9 . 1 0 0  P r e v e n t i o n  o f  I n s o l v e n c i e s
( P a g e  1 7 ,  L i n e  1 5  t o  P a g e  1 9 ,  L i n e  1 7 . )

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

S u b s e c t i o n  ( a )
( P a g e  1 7 ,  L i n e s  1 5  t o  2 6 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  n o t i f y  o t h e r  s t a t e s  o f  a c t i o n  t a k e n  
a g a i n s t  a n  i n s u r e r  r e l a t i n g  t o  i s s u e s  i m p a c t e d  b y  t h i s  A c t .
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S u b s e c t i o n  ( b )
( P a g e  1 7 ,  L i n e  2 7  t o  P a g e  1 8 ,  L i n e  3 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  n o t i f y  A L D I G A  o f  a c t i o n s  t a k e n  b y  
o t h e r  s t a t e s  a g a i n s t  a n  i n s u r e r  r e l a t i n g  t o  i s s u e s  i m p a c t e d  b y  t h i s  A c t .

S u b s e c t i o n  ( c )
( P a g e  1 8 ,  L i n e s  4  t o  6 . )

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

S u b s e c t i o n  ( d )
( P a g e  1 8 ,  L i n e s  7  t o  1 2 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  f u r n i s h  A L D I G A  w i t h  e a r l y  w a r n i n g  
d a t a  d e v e l o p e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  u s e d  
i n  d e t e c t i n g  p r o b l e m  i n s u r e r s .

S u b s e c t i o n  ( e )
( P a g e  1 8 ,  L i n e s  1 3  t o  1 5 . )

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

S u b s e c t i o n  ( f )
( P a g e  1 8 ,  L i n e s  1 6  t o  2 3 . )

T h i s  s u b s e c t i o n  r e q u i r e s  A L D I G A  t o  r e p o r t  a n d  m a k e  r e c o m m e n d a t i o n s  t o  
t h e  D i r e c t o r  c o n c e r n i n g  c o m p a n i e s  s e e k i n g  t o  d o  b u s i n e s s  i n  A l a s k a ,  a n d  
r e p o r t  t o  t h e  D i r e c t o r  i n f o r m a t i o n  i n d i c a t i n g  i m p a i r m e n t  o r  i n s o l v e n c y  o f  a  
m e m b e r  i n s u r e r .

S u b s e c t i o n  ( g )
( P a g e  1 8 ,  L i n e  2 4  t o  P a g e  1 9 ,  L i n e  8 . )

T h i s  s u b s e c t i o n  a l l o w s  A L D I G A  t o  r e q u e s t  a n  e x a m i n a t i o n  b y  t h e  D i r e c t o r  o f  
a n  i n s u r e r .  T h i s  e x a m  i s  p a i d  f o r  b y  A L D I G A .  E x a m i n a t i o n  i s  t h e  p r i n c i p l e  
t o o l  i n  d e t e r m i n i n g  f i n a n c i a l  s t a t u s .

S u b s e c t i o n  ( h )
( P a g e  1 9 ,  L i n e s  9  t o  1 0 . )

T h i s  s u b s e c t i o n  a l l o w s  A L D I G A  t o  m a k e  r e c o m m e n d a t i o n s  t o  t h e  D i r e c t o r  
c o n c e r n i n g  t h e  d e t e c t i o n  a n d  p r e v e n t i o n  o f  i n s o l v e n c i e s .
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S u b s e c t i o n  ( i )
( P a g e  1 9 ,  L i n e s  1 1  t o  1 7 . )

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

S e c .  2 1 . 7 9 . 1 1 0  M i s c e l l a n e o u s  P r o v i s i o n s
( P a g e  1 9 ,  L i n e  1 8  t o  P a g e  2 1 ,  L i n e  2 6 . )

S u b s e c t i o n  ( a )
( P a g e  1 9 ,  L i n e s  1 8  t o  2 1 . )

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

S u b s e c t i o n  ( b )
( P a g e  1 9 ,  L i n e  2 2  t o  P a g e  2 0 ,  L i n e  1 . )

T h i s  s u b s e c t i o n  r e q u i r e s  A L D I G A  t o  m a i n t a i n  r e c o r d s  o f  a l l  i t s  n e g o t i a t i o n s  
a n d  a c t i o n s .  A L D I G A  s h o u l d  b e  h e l d  p u b l i c l y  a c c o u n t a b l e  f o r  i t s  a c t i o n s .  O n  
t h e  o t h e r  h a n d ,  e f f e c t i v e  h a n d l i n g  o f  a  r e h a b i l i t a t i o n  o r  l i q u i d a t i o n  e f f o r t  
r e q u i r e s  m i n i m u m  p u b l i c i t y .  T h u s ,  s u c h  r e c o r d s  w i l l  b e  m a d e  p u b l i c  o n l y  
a f t e r  t h e  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n  p r o c e e d i n g  i s  
t e r m i n a t e d ,  t h e  i m p a i r m e n t  o r  i n s o l v e n c y  i s  t e r m i n a t e d  o r  t h e r e  i s  a  p r i o r  
o r d e r  b y  t h e  c o u r t .

S u b s e c t i o n  ( c )
( P a g e  2 0 ,  L i n e s  2  t o  1 7 . )

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

S u b s e c t i o n  ( d )
( P a g e  2 0 ,  L i n e s  1 8  t o  2 9 . )

T h i s  s u b s e c t i o n  i s  i n t e n d e d  t o  p r e v e n t  t h e  s h a r e h o l d e r s  o f  a n  i m p a i r e d  
i n s u r e r  f r o m  s i t t i n g  b a c k  a n d  d o i n g  n o t h i n g  a n d  t h e n  r e a p i n g  t h e  b e n e f i t  o f  
f u n d s  p u t  u p  b y  t h e  A L D I G A .  T h e s e  s t o c k h o l d e r s  s h o u l d  n o t  o b t a i n  a  m o r e  
a d v a n t a g e o u s  p o s i t i o n  t h a n  t h e y  w o u l d  h a v e  o c c u p i e d  i n  t h e  a b s e n c e  o f  t h i s  
A c t .  T h e  c o u r t  i s  e m p o w e r e d  b y  o r d e r  t o  m o d i f y  a n d  d i s t r i b u t e  t h e  
o w n e r s h i p  r i g h t s  o f  i m p a i r e d  i n s u r e r s  t o  e s t a b l i s h  e q u i t y .
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S u b s e c t i o n  ( e )
( P a g e  2 1 ,  L i n e s  1 t o  2 6 . )

T h i s  s u b s e c t i o n  i s  d e s i g n e d  t o  r e c a p t u r e  e x c e s s i v e  d i v i d e n d  p a y m e n t s  t o  
a f f i l i a t e s  t h a t  e x e r c i s e d  c o n t r o l  o v e r  t h e  i n s o l v e n t  i n s u r e r .  A S  2 1 . 2 2  d e a l s  
w i t h  m u c h  o f  t h i s  i s s u e ,  h o w e v e r ,  i f  d i v i d e n d s  a r e  p a i d  u n d e r  c i r c u m s t a n c e s  
t h a t  t h e  i n s u r e r  s h o u l d  h a v e  r e a s o n a b l y  k n o w n  t h a t  s u c h  p a y m e n t  c o u l d  
r e a s o n a b l y  b e  e x p e c t e d  t o  a f f e c t  i t s  a b i l i t y  t o  p e r f o r m  i t s  c o n t r a c t u a l  
o b l i g a t i o n s  t o  i t s  p o l i c y h o l d e r s ,  t h e  h o l d i n g  c o m p a n y  a n d  a f f i l i a t e s  s h o u l d  b e  
r e q u i r e d  t o  r e p a y  s u c h  d i v i d e n d s  s u b j e c t  t o  c e r t a i n  r e a s o n a b l e  l i m i t a t i o n s .

S e c .  2 1 . 7 9 . 1 2 0  E x a m i n a t i o n  o f  t h e  A s s o c i a t i o n ,  A n n u a l  R e p o r t
( P a g e  2 1 ,  L i n e  2 7  t o  P a g e  2 2 ,  L i n e  4 . )

T h i s  s e c t i o n  e n a b l e  t h e  D i r e c t o r  o f  I n s u r a n c e  t o  e x a m i n e  A L D I G A .  I t  a l s o  
r e q u i r e s  A L D I G A  t o  f i l e  a n  a n n u a l  r e p o r t .

S e c .  2 1 . 7 9 . 1 3 0  T a x  E x e m p t i o n s
( P a g e  2 2 ,  L i n e s  5  t o  7 . )

T h i s  s e c t i o n  p r o v i d e s  t h a t  A L D I G A  i s  t a x  e x e m p t  e x c e p t  f o r  r e a l  p r o p e r t y  
t a x e s .  A L D I G A  i s  n o t  a  p r o f i t  m a k i n g  o r g a n i z a t i o n ,  r a t h e r ,  i t  i s  a  g u a r a n t e e  
m e c h a n i s m ,  t h u s  i t s  t a x  e x e m p t  s t a t u s .

S e c .  2 1 . 7 9 . 1 4 0  I m m u n i t y
( P a g e  2 2 ,  L i n e s  8  t o  1 1 . )

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

S e c .  2 1 . 7 9 . 1 5 0  S t a y  o f  P r o c e e d i n g ,  R e o p e n i n g  D e f a u l t  J u d g e m e n t s
( P a g e  2 2 ,  L i n e s  1 2  t o  1 6 . )

T h i s  s e c t i o n  p r o v i d e s  f o r  a n  a u t o m a t i c  s t a y  o f  6 0  d a y s  i n  a c t i o n s  i n v o l v i n g  
t h e  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n  o f  a n  i n s o l v e n t  i n s u r e r ,  w h i c h  
r e q u i r e s  a  c h a n g e  i n  t h e  r u l e s  o f  t h e  c o u r t .

S e c .  2 1 . 7 9 . 9 0 0  D e f i n i t i o n s
( P a g e  2 2 ,  L i n e  1 7  t o  P a g e  2 4 ,  L i n e  2 . )

S e c .  2 1 . 7 9 . 9 9 0  T i t l e
( P a g e  2 4 ,  L i n e s  3  t o  4 . )

S e c  2 1 . 7 9  w i l l  b e  c i t e d  a s  t h e  " A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  
A s s o c i a t i o n  A c t . "
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S E C T I O N  4

S e c .  2 1 . 3 0 . 0 2 0  A p p l i c a b i l i t y
( P a g e  2 4 ,  L i n e s  5  t o  1 0 . )

T h i s  a m e n d m e n t  e x p a n d s  t h e  e x i s t i n g  A l a s k a  I n s u r a n c e  G u a r a n t y  
A s s o c i a t i o n  ( A I G A )  t o  i n c l u d e  m a r i n e  c o v e r a g e  f o r  v e s s e l s  u n d e r  1 0 0  f e e t  i n  
l e n g t h .  P r e s e n t l y  n o  m a r i n e  c o v e r a g e  i s  p r o v i d e d  u n d e r  A I G A .  I t  a l s o  
c l a r i f i e s  t h a t  c o v e r a g e  i s  e x t e n d e d  o n l y  f o r  p o l i c i e s  w r i t t e n  b y  a n  a d m i t t e d  
i n s u r e r .

S E C T I O N  5

S e c .  2 1 . 8 0 . 0 4 0  C r e a t i o n  o f  A s s o c i a t i o n
( P a g e  2 4 ,  L i n e s  1 2  t o  2 6 . )

T h i s  e x p a n s i o n  o f  t h e  e x i s t i n g  A l a s k a  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  (A IG A )  
t o  i n c l u d e  m a r i n e  c o v e r a g e  f o r  v e s s e l s  u n d e r  1 0 0  f e e t  i n  l e n g t h  h a s  b e e n  
p l a c e d  i n  t h e  " a l l  o t h e r  i n s u r a n c e "  a c c o u n t .

S E C T I O N  6  

S e c .  2 1 . 8 0 . 0 5 0 ( a )
( P a g e  2 4 ,  L i n e  2 7  t o  P a g e  2 5 ,  L i n e  7 . )

T h i s  a m e n d m e n t  p r o v i d e s  a  m e c h a n i s m  f o r  a s s u r i n g  t h e  A I G A  b o a r d  i s  
a lw a y s  f u l l y  s t a f f e d .

S E C T I O N  7  

S e c .  2 1 . 8 0 . 0 6 0 ( a )
( P a g e  2 5 ,  L i n e  8  t o  P a g e  2 7 ,  L i n e  2 5 . )

T h i s  a m e n d m e n t  c l a r i f i e s  t h a t  t h e  o b l i g a t i o n  o f  t h e  a s s o c i a t i o n  c o m m e n c e s  
w i t h  a n  o r d e r  f r o m  t h e  c o u r t  w h e n  t h e  i n s o l v e n t  i n s u r e r  o r  t h e  r e c e i v e r  h a s  
c e a s e d  p a y m e n t  o f  a n y  o r  a l l  c l a i m s .  ( P a g e  2 5 ,  L i n e s  1 2  t o  1 6 ) .

T h i s  a m e n d m e n t  i n c r e a s e s  t h e  c o v e r e d  c l a i m  a m o u n t  f r o m  $ 3 0 0 , 0 0 0  t o  
$ 5 0 0 , 0 0 0  ( P a g e  2 5 ,  L i n e  2 1 ) .

A s s e s s m e n t s  m a y  b e  d e f e r r e d  i f  i t  w o u l d  e n d a n g e r  t h e  m e m b e r  i n s u r e r s  
a b i l i t y  t o  m e e t  i t s  c o n t r a c t u a l  o b l i g a t i o n s  ( P a g e  2 6 ,  L i n e s  2 3  t o  2 4 ) .
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I t  r e q u i r e s  t h a t  A I G A ’s  s e r v i c i n g  f a c i l i t y  o p e r a t e  a n d  m a i n t a i n  i t s  p r i n c i p a l  
o f f i c e  i n  A l a s k a  u n l e s s  c o s t  s a v i n g s  c a n  b e  d e m o n s t r a t e d  w i t h o u t  s e r v i c e  
d e l a y s  ( P a g e  2 7 ,  L i n e s  1 4  t o  1 8 ) .

S E C T I O N  8  

S e c .  2 1 . 8 0 . 0 7 0 ( a )
( P a g e  2 7 ,  L i n e  2 6  t o  P a g e  2 8 ,  L i n e  9 . )

T h i s  a m e n d m e n t  r e m o v e s  l a n g u a g e  t h a t  i s  n o  l o n g e r  n e c e s s a r y .  S i n c e  t h e  
p l a n  d o e s  e x i s t  a n d  t h e  D i r e c t o r  m a y  r e q u i r e  r e v i s i o n ,  i t  n o  l o n g e r  
a c c o m p l i s h e s  a n y t h i n g .

S E C T I O N  9  

S e c .  2 1 . 8 0 . 0 8 0 ( b )
( P a g e  2 8 ,  L i n e  1 0  t o  P a g e  2 9 .  L i n e  3 . )

T h e  l e v e l  o f  p e n a l t y  f o r  f a i l u r e  h a s  b e e n  i n c r e a s e d  f r o m  a  m i n i m u m  o f  $ 1 0 0  
p e r  m o n t h  t o  $ 2 5 0  p e r  m o n t h  ( P a g e  2 8 ,  L i n e  2 6 ) .

T h i s  a m e n d m e n t  a l s o  a l l o w s  t h e  D i r e c t o r  o f  I n s u r a n c e  t o  a s s u m e  A I G A  
p o w e r s  i f  t h e  c o u r t  f i n d s  t h a t  A I G A  h a s  f a i l e d  t o  a c t  i n  a c c o r d a n c e  w i t h  
s t a t u t e ,  o r  i t s  p l a n  o f  o p e r a t i o n  ( P a g e  2 8 ,  L i n e  2 9  t o  P a g e  2 9 ,  L i n e  3 ) .

S E C T I O N  1 0

S e c .  2 1 . 8 0 . 1 2 0  E x a m i n a t i o n  o f  A s s o c i a t i o n
( P a g e  2 9 ,  L i n e s  4  t o  9 . )

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

S E C T I O N  1 1

S e c .  2 1 . 8 0 . 1 4 0  R e c o g n i t i o n  o f  A s s e s s m e n t s  i n  R a t e s
( P a g e  2 9 ,  L i n e s  1 0  t o  2 4 . )

T h i s  S e c t i o n  a l l o w s  a s s e s s m e n t s  t o  b e  r e f l e c t e d  i n  f u t u r e  c h a r g e s  m a d e  f o r  
i n s u r a n c e  p o l i c i e s .  T h i s  a m e n d m e n t  a l l o w s  a n  a s s e s s m e n t  t o  b e  r e f l e c t e d  a s  
a  s e p a r a t e  c h a r g e  o n  t h e  p o l i c y .  I t  a l s o  a l l o w s  a  r a t i n g  o r g a n i z a t i o n  t o  m a k e  
a  p r o v i s i o n  i n  t h e  r a t e  s t r u c t u r e  f o r  r e c o v e r y  o f  a s s e s s m e n t s  b y  i t s  m e m b e r  
o r  s u b s c r i b e r  i n s u r e r s .  T h a t  c h a r g e  i s  n o t  t a x a b l e .
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S E C T I O N  1 2

S e c .  2 1 . 9 0 . 9 0 0 ( 2 4 ) - ( 2 5 )
( P a g e  2 9 ,  L i n e  2 5  t o  P a g e  3 0 ,  L i n e  5 . )

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

S E C T I O N  1 3

Repea led
( P a g e  3 0 ,  L i n e s  6  t o  7 . )

A S  2 1 . 8 0 . 0 7 0 ( d )  i s  r e p e a l e d .  T h i s  s e c t i o n  r e l a t e s  t o  a l l o w i n g  t h e  f u n c t i o n s  
o f  A I G A  t o  b e  p e r f o r m e d  o u t  o f  s t a t e .

A S  2 1 . 8 0 . 1 7 0  i s  r e p e a l e d .  T h i s  s e c t i o n  r e l a t e s  t o  t e r m i n a t i o n  o f  A I G A .  I f  
A I G A  i s  t o  b e  d i s b a n d e d ,  i t  w o u l d  b e  a p p r o p r i a t e  t o  a d d r e s s  t h a t  i s s u e  a t  t h e  
t i m e  i t  b e c o m e s  a  p o s s i b i l i t y .

S E C T I O N  1 4

R u l e  6 2 ( a )  R u l e s  o f  C i v i l  P r o c e d u r e
( P a g e  3 0 ,  L i n e s  8  t o  1 1 . )

T h i s  S e c t i o n  r e f l e c t s  t h e  c h a n g e  m a d e  i n  S e c .  2 1 . 7 9 . 1 5 0  o n  P a g e  2 2 ,  L i n e s  
1 2  t o  1 6 .

S E C T I O N  1 5

R u l e  2 4 ( a )  R u l e s  o f  C i v i l  P r o c e d u r e
( P a g e  3 0 ,  L i n e s  1 2  t o  1 5 . )

T h i s  S e c t i o n  r e f l e c t s  t h e  c h a n g e  m a d e  i n  S e c .  2 1 . 7 9 . 0 6 0 ( r )  o n  P a g e  1 2 ,  
L i n e s  2 0  t o  2 5 .

S E C T I O N  1 6

I n i t i a l  O r g a n i z a t i o n  o f  A s s o c i a t i o n
( P a g e  3 0 ,  L i n e s  1 6  t o  2 4 . )

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

Page 16



CSSB 259 (L&C) Ford 3/16/90
Section by Section Commentary 3/19/90

p r o c e s s  i s  d e s c r i b e d .  I f  n o  b o a r d  m e m b e r s  a r e  s e l e c t e d  w i t h i n  6 0  d a y s  t h e  
D i r e c t o r  m a y  a p p o i n t  t h e  i n i t i a l  b o a r d .

S E C T I O N  1 7

E f f e c t i v e  D a t e
( P a g e  3 0 ,  L i n e  2 5 . )

T h i s  p r o p o s a l  i s  e f f e c t i v e  J a n u a r y  1 ,  1 9 9 1 .
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V. M E M O R A N D U M S t a t e  o f  A l a s k a
TO: D o n  K o c h

C h i e f  o f  M a r k e t  S u r v e i l l a n c e  
A c t i n g  D e p u t y  D i r e c t o r  
D i v i s i o n  o f  I n s u r a n c e

d a t e :  F e b r u a r y  1 6 ,  1 9 9 0

F IL E  N O .:

THRU: T E L E P H O N E  N O .: ( 9 0 7 )  4 6 5 - 2 5 7 7

s u b j e c t : C P A  M u t u a l  I n s .  C o .
R i s k  R e t e n t i o n  G r o u p

f r o m : T e d  L e h r b a c h / # /  (  -  '
I n s u r a n c e  M a r k e t  A n a l y s t  I I I  
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  

a n d  E c o n o m i c  D e v e l o p m e n t

Per y o u r  ins t ruc t ions  I have  fo rm u la te d  a re s p o n se  let ter  to Mr.  H. P  Head ,  of
the C P A  fi rm o f  T hom as ,  Head & Gre isen.  Mr.  H ead  w ro te  to me, co py ing  the
C o m m i s s i o n e r  and  the  S e n a t e  and  H o u s e L a b o r  &  C o m m e r ce C o m m i t t e e s  
r e g a r d i n g  an i m p l i e d  t h r e a t  by h i s  ^ r i s k  r e t e n t i o n  g r o u p j  C P A  M u tu a l  
In s u r a n c e  C o m p a n y  R isk  R e te n t io n  G ro u p ,  to  n o n - r e n e w  his p o l ic y  be cau se  
they fee l  that  ou r  in it ia l  reg is t ra t ion  fee o f  $ 1 ,0 0 0  is too high.  A t tach ed  is a 
copy o f  m y  re sp o n se  le t te r  to Mr.  Head.

As y o u  k n o w ,  th is  is o n e  o f  m a n y  o n g o i n g  i s su e s  i n v o l v in g  m a n y  state
r e g u l a t o r y  a g e n c i e s ,  th e  N A I C ,  a n d  th e  r i s k  r e t e n t i o n  i n t e r e s t s .  T h e  
reg u la to ry  no t ice  and  hear ing  p ro ce s s  was  p ro p e r ly  fo l low ed .  The fee  is non 
d i s c r i m in a to r y  as r e q u i r e d  by the F e d e r a l  L i a b i l i t y  R i s k  R e t e n t io n  A c t  o f

I su sp ec t  that  Mr.  Head  m a y  no t  fu l ly  rea l ize  the  d i s t inc t ions  be tw een  his risk 
re ten t ion  g r o u p  " insu rer"  and that  o f  an a d m i t t e d  in su re r ,  so  I a t t e m p te d  to 
touch upon  so m e  o f  the im po r tan t  d i s t inc t ions  in m y  le t te r  to him.

N eed le ss  to  say ,  it is f ru s t r a t in g  to r ece iv e  a  l e t te r  su ch  as this w hen  you 
r e a l i z e  th e  i n h e r e n t  d a n g e r s  to th e  i n s u r in g  p u b l i c  r e g a r d in g  the u se  o f  
u n d e r c a p i t a l i z e d  r i s k  r e t e n t i o n  g r o u p s  a n d /o r  p u r c h a s i n g  g r o u p  i n s u r e r s .  I 
am e s p e c ia l ly  c o n c e rn e d  a b o u t  C P A  M utu a l ' s  im p l ie d  th rea t  to  ca nce l  these 
two A la s k a  po l icy ho lde r s  becau se  they  do not l ike  o u r  fee  s t ructure .  M os t  o f  
the r i sk  r e t en t ion  g roups  w ho are  ac tive  in the  sta te  have  had no p ro b le m  in 
c o m p ly in g  wi th  o u r  r e g i s t r a t io n  r e q u i r e m e n t s  an d  the  in i t ia l  r eg is t ra t io n  fee.

1 9 8 6 .
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I a t tach  to this  m e m o  the fo l lo w in g  i tems w h ic h  m ay  c o n s t i tu te  a b r ie f ing  o f  
the d e v e lo p m e n t  p ro ce s s  fo r  the reg u la t ion s  and  the fees.

1. M y  m e m o  o f  M a rc h  24, 1989 to D irec to r  Paul Roller .
2. R o n  Zobel 's  m e m o  to Art  Pete rson ,  Dept,  o f  L aw ,  o f  Ju ne  7, 1989.
3. A r t  Pe terson 's  m e m o  to D irec to r  Rol le r  o f  Ju ly  24, 1989.
4. C o p y  o f  the o r ig inal  po l icy  s t a tem en t  draf ted  in Oct.  1988.
5.  C o p y  o f  O rd e r  89-3  and the regula t ions .

C o n f i rm in g  ou r  w or r ie s  a b o u t  the r isk  re ten t ion  s o lv e n c y  is sue ,  is the fact  that  
w i th in  th is  m o n t h ,  t w o  r i s k  r e t e n t i o n  g ro u p s  h a v e  a n n o u n c e d  th a t  they  will  
no  lo nge r  be  w r i t ing  o r  r en ew in g  any  po lic ies .

P e t r o m a r k  R isk  R e t e n t i o n  G r o u p  has  w r i t t en  to i t 's  p o l i c y h o l d e r s  a b o u t  a 
p r o b l e m  w i th  th e i r  m o s t  r e c e n t  a c tu a r ia l  s t a t e m e n t .  T h e  l e t te r  s t a r t s  out  as 
fo l lo w s :

D e a r  P o l i c y h o ld e r ,  I h a v e  s o m e  ve ry  bad  n e w s  to rep o r t .  In shor t ,  the 
B o a r d  w as  s h o c k e d  to learn  las t  w eek  f ro m  W y a t t  a n d  C o . ,  P e t ro m ark ' s  
a c t u a r i e s ,  t h a t  th e  D e c e m b e r  3 1 ,  1 9 89  f i n a n c i a l  s t a t e m e n t  r e s e r v e s  
w h i c h  W y a t t  p r o j e c t s  are n e e d e d  to p a y  fo r  o u t s t a n d i n g  c l a im s  a re  
n e a r ly  three  t im es  the r e se rv es  tha t  h a v e  been  e s ta b l i sh e d  on  a case  by 
c a s e  bas is  by  P e t r o m a r k ’s c la im s  m an ag e rs .

P e t r o m a r k  go es  on  to e x p la in  tha t  they  will  h a v e  the i s s u e  r e v ie w e d ,  but  in 
the in te r im ,  they  will  be  fo rced  to  n o n - r e n e w  an y  po l ic ie s  c o m in g  d u e  wi th in  
the ne x t  60 days  and  c e ase  w r i t ing  an y  new po l ic ies .

I have  req u e s ted  the n a m e s  o f  any  A la sk an  p o l i c y h o ld e r s  f ro m  th em  bu t  in 5 
days  a n d  severa l  p h o n e  ca l ls  have  no t  rec e iv ed  an  a d e q u a te  re spo nse .

A n o t h e r  r i s k  r e t e n t i o n  g r o u p ,  E n v i r o n m e n t a l  P r o t e c t i o n  I n s u r a n c e  C o . ,  has  
d i s c o n t in u e d  op e ra t ion s  du e  to  w ha t  w a s  de sc r ib ed  as "a la c k  o f  in te re s t  from 
buyers , . . . "  in an ar t ic le  a p pea r ing  in the  Ja n u a ry  15th 1990 is sue  o f  B us in ess  
Insurance .  I do no t  b e l iev e  they have  any  A la s k a  po l icyho lders .

R e g a rd in g  C P A 's  s t a t e m e n t  tha t  o u r  fees  are " ino rd in a te ly  h igh"  and  a re  "f ive 
t im es  h ighe r"  than  any  o th e r  S'ate,  I w o u ld  l ike  to su b m i t  the  a t t a c h e d  c o p y  
o f  the m o s t  recen t  i s sue  o f  T h e  R isk  R e ten t ion  R ep o r te r ,  an unoff ic ia l  indus t ry  
voice fo r  r i sk  re ten t ion  in te res ts .  O f  in te res t  is V e rm o n t ' s  d e c i s io n  to ch a rg e  a 
$ 2 00  reg is t ra t io n  fee to ou t  o f  s t a te  r i s k  r e ten t ion  g roups .  In ad d i t i o n  to the 
$ 2 0 0  f e e  t h e y  a l s o  c h a r g e  a n o t h e r  $ 3 0 0  o n c e  the  r i sk  r e t e n t i o n  g r o u p  is
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ac cep ted  b y  the  V e r m o n t  DOI.  Th is  m e a n s  V e r m o n t  w i l l  n o w  im p le m e n t  a 
total in i t ia l  r e g i s t r a t io n  fee  o f  $ 5 0 0  for the  r eg i s t r a t io n  and a c c e p t a n c e  o f  a 
r i sk  r e t e n t i o n  g roup .  T h e i r  to ta l  co n t in u a t io n  fee c h a r g e s  will  n o w  be $400 .  
A dd  to th is  the fact that  Sou th  Carol ina 's  reg is t ra t ion  fee is $6 00 ,  it reaff irms 
the r e a s o n a b le n e s s  o f  o u r  ch a rg es ,  e s p e c ia l ly  w h e n  one  co n s id e r s  the burden  
A laska 's  g e o g ra p h ic a l  location .

It  a p p e a r s  t h a t  m a n y  o t h e r  s t a te s  a re  lo o k i n g  h a rd  at  r e g i s t r a t i o n  and 
co n t in u a t io n  fees  du e  to in c rea sed  t im e  an d  e f fo r t  sp en t  by  s ta tes  w hich  must 
n o w  a t  l e a s t  r e g i s t e r  a n d  m o n i t o r  n o t  o n ly  r i s k  r e t e n t i o n  g r o u p s  but 
pu rch as in g  g ro u p s  as wel l .

A lso  in th e  F e b ru a ry  15th is sue ,  re ference  is m a d e  to  G eorg ia 's  r e c e n t  decis ion 
to r eq u i r e  a l l  r i sk  r e t e n t io n  g roups  p r o v id in g  c o v e r a g e  to m e m b e r s  in G eorg ia  
to c o m p l y  w i th  th e i r  U n a u th o r i z e d  In su re r s  A c t .  I t  a p p e a r s  tha t  they are 
fo l low ing  o u r  lead  as ou t l ined  in our po l icy  s t a t e m e n t  of  Oct. 1988 , regard ing  
a s t r ic te r  r e g u l a to r y  s tance .

I f  an y o n e  w i s h e s  any  fu r the r  in fo rm at ion  such  as c o p ie s  o f  the federa l  ac t  or 
co p ie s  o f  the  m a n y  in fo rm a t iv e  a rt ic les  c o l le c te d  in my topic  f i les  abou t  the 
is sues su r ro u n d in g  r i sk  re ten t ion ,  I wil l  be  happ y  to p ro v id e  them.

HTL
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E C O N O M I C  D E V E L O P M E N T r
DIVISION OF INSURANCE '

STEVE COWPER, GOVERNOR

P. 0. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2515

F e b r u a r y  2 0 ,  1 9 9 0

M r .  H . P .  H e a d ,  P r e s i d e n t  
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
T h o m a s ,  H e a d  a n d  G r e i s e n  
A P r o f e s s i o n a l  C o r p o r a t i o n  
1 4 0 0  W e s t  B e n s o n  B l v d . ,  S u i t e  4 0 0  
A n c h o r a g e ,  AK 9 9 5 0 3 - 3 6 5 8

D e a r  M r .  H e a d :

R E :  CPA M u t u a l  I n s u r a n c e  C o m p a n y  o f  A m e r i c a
R i s k  R e t e n t i o n  G r o u p

T h i s  w i l l  a c k n o w l e d g e  a n d  t h a n k  y o u  f o r  y o u r  l e t t e r  o f  J a n u a r y  2 6 ,  
1 9 9 0 ,  r e c e i v e d  F e b r u a r y  5 .  I  c a n  u n d e r s t a n d  y o u r  c o n c e r n  r e g a r d i n g  
t h e  l e t t e r  r e c e i v e d  f r o m  y o u r  r i s k  r e t e n t i o n  g r o u p ,  CPA  M u t u a l  
I n s u r a n c e  C o m p a n y  o f  A m e r i c a  R i s k  R e t e n t i o n  G r o u p ,  w h i c h  s e e m s  t o  
i m p l y  t h a t  t h e y  m ay  d e c i d e  t o  d i s c o n t i n u e  d o i n g  b u s i n e s s  i n  A l a s k a  
p r i m a r i l y  b e c a u s e  t h e y  o b j e c t  t o  o u r  r e g i s t r a t i o n  r e q u i r e m e n t s  a n d  
f e e s .

I n  t h i s  l e t t e r ,  I  w i l l  a t t e m p t  t o  a d d r e s s  y o u r  c o n c e r n s  a n d  w i l l  
a l s o  a t t e m p t  t o  c l a r i f y  s e v e r a l  i t e m s  i n  C P A ' s  l e t t e r  w h i c h  we f e e l  
m ay  b e  m i s l e a d i n g .  I ' m  s u r e  t h a t  y o u  c a n  a p p r e c i a t e  t h a t  i n  a n y  
d i s p u t e ,  t h e r e  a r e  a l w a y s  tv /o  s i d e s  t o  a n y  i s s u e .  T h e  f o l l o w i n g  i s  
s o m e w h a t  l e n g t h y  b u t  w i l l  h o p e f u l l y  r e s p o n d  t o  y o u r  c o n c e r n s .

I n  y o u r  l e t t e r  y o u  a s k  b y  w h a t  a u t h o r i t y  a n d  p r o c e d u r e  t h e  r e g i s ­
t r a t i o n  f e e s  w e r e  e s t a b l i s h e d .  T h e  f e e s  w e r e  e s t a b l i s h e d  b y  
O r d e r  8 9 - 3  a d o p t i n g  r e g u l a t i o n s  3  AAC 2 4 . 1 0 1 - 5 9 0 .  I n  a d d i t i o n ,
3  AAC 3 1 . 0 6 0 ( a ) 1 4  e s t a b l i s h e d  t h e  a m o u n t  o f  t h e  f e e s ,  a s  i m p l e ­
m e n t e d  b y  O r d e r s  8 9 - 2  a n d  8 9 - 4 .  I  e n c l o s e  c o p i e s  f o r  y o u r  b e n e f i t .

T h e  r e g u l a t i o n s  w e r e  d e v e l o p e d  i n  l a t e  1 9 8 8  a n d  c o p i e s  w e r e  s e n t  o n  
J a n u a r y  2 0 ,  1 9 8 9  t o  a l l  r i s k  r e t e n t i o n  g r o u p s  w i t h  a  n o t i c e  o f  a  
h e a r i n g  t o  b e  h e l d  o n  M a r c h  1 0 ,  1 9 8 9 .  N o t i c e s  w e r e  p l a c e d  i n  t h e  
m a j o r  n e w s p a p e r s  i n  A l a s k a  d u r i n g  t h e  w e e k  o f  J a n u a r y  2 6 ,  1 9 8 9  
s t a t i n g  t h a t  a  h e a r i n g  w o u l d  b e  h e l d  i n  J u n e a u  o n  M a r c h  1 0 ,  1 9 8 9 .
T h e  n o t i c e  a l s o  s o l i c i t e d  a n y  w r i t t e n  t e s t i m o n y  f r o m  a n y  r i s k  
r e t e n t i o n  g r o u p  o r  i n t e r e s t e d  p a r t y ;  t h e  d e a d l i n e  b e i n g  M a r c h  1 0 ,  
1 9 8 9 .  T h e  h e a r i n g  d a t e  w a s  a l s o  p u b l i s h e d  i n  s e v e r a l  i n s u r a n c e  
p e r i o d i c a l s  w i t h i n  a r t i c l e s  c o v e r i n g  t h e  p r o p o s e d  r e g u l a t i o n s .
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T h e  h e a r i n g  w a s  h e l d  o n  M a r c h  1 0 ,  1 9 8 9  a n d  t h r e e  p e o p l e  a t t e n d e d ,  
w i t h  n o  o n e  w i s h i n g  t o  g i v e  v e r b a l  t e s t i m o n y .  T h e r e  w e r e  t h r e e  
s u b m i s s i o n s  o f  w r i t t e n  t e s t i m o n y ;  tw o  o b j e c t e d  t o  t h e  e s t a b l i s h m e n t  
o f  f e e s .  O u r  r e s e a r c h  h a d  i n d i c a t e d  t h a t  t h e  s t a t e  d o e s  h a v e  
a u t h o r i t y  i m p l i e d  i n  t h e  f e d e r a l  l a w ,  a n d  v e s t e d  i n  s t a t e  l a w ,  t o  
r e q u i r e  r i s k  r e t e n t i o n  g r o u p s  t o  r e g i s t e r  w i t h  a n d  p a y  a p p r o p r i a t e  
f e e s  o n  a  n o n d i s c r i m i n a t o r y  b a s i s .

T h e  r e g u l a t i o n s  w e r e  r e v i e w e d  a n d  r e v i s e d  b y  o u r  D e p a r t m e n t  o f  Law 
a n d  w e r e  s i g n e d  b y  t h e  d i r e c t o r  o n  A p r i l  2 4 ,  1 9 8 9  a n d  b y  t h e  
L t .  G o v r ,  i o r  on  J u l y  2 4 ,  1 9 8 9 .  T h e  e f f e c t i v e  d a t e  w a s  s e t  a t  
A u g u s t  2 3 ,  1 9 8 9 .  O r d e r  8 9 - 3  w a s  s e n t  t o  a l l  r i s k  r e t e n t i o n  g r o u p s  
i n  O c t o b e r  o f  1 9 8 9  a n d  a  N o t i c e  o f  F e e s  Du e  w a s  s e n t  o u t  r e f e r r i n g  
t o  t h e  a d o p t e d  r e g s  o n  D e c e m b e r  8 ,  1 9 8 9 .  We g r a n t e d  a  g r a c e  p e r i o d  
o f  3 0  d a y s  b e y o n d  t h e  D e c e m b e r  31  d u e  d a t e  f o r  t h e  p a y m e n t  o f  t h e  
r e g i s t r a t i o n  f e e s .  I n  e s s e n c e ,  a m p l e  n o t i c e  w a s  g i v e n  b y  t h e  
d i v i s i o n  o f  i t s  i n t e n t  t o  e s t a b l i s h  r e g i s t r a t i o n  f e e s  a n d  r e q u i r e ­
m e n t s  f o r  r e g i s t r a t i o n .

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

T h e  r e g i s t r a t i o n  a n d  f e e  r e g u l a t i o n s  c am e  a b o u t  w i t h  a  p r o c e s s  
s t a r t e d  i n  1 9 8 8  w h e n  t h e  D i r e c t o r  o f  I n s u r a n c e  r e q u e s t e d  t h a t  a  
p o l i c y  s t a t e m e n t  b e  d r a f t e d  r e g a r d i n g  t h e  a p p l i c a b l e  s t a t e  i n s u r a n c e  
r e g u l a t o r y  l a w s  a n d  t h e  r e g u l a t i o n  o f  r i s k  r e t e n t i o n  g r o u p s  a n d  
p u r c h a s i n g  g r o u p s  f o r m e d  u n d e r  t h e  1 9 8 6  F e d e r a l  L i a b i l i t y  R i s k  
R e t e n t i o n  A c t .  A p o l i c y  s t a t e m e n t  w a s  d e v e l o p e d  a n d  m a i l e d  t o  a l l  
r i s k  r e t e n t i o n  g r o u p s  w h o  h a d  s e n t  t o  u s  a  l e t t e r  o f  i n t e n t .

T h i s  i n c l u d e d  CPA M u t u a l  I n s u r a n c e  C om p an y  o f  A m e r i c a ,  A R i s k  
R e t e n t i o n  G r o u p .  T h e  p o l i c y  s t a t e m e n t  o u t l i n e d  a p p l i c a b l e  s t a t e  
l a w s  w h i c h  w o u l d  a p p l y  t o  t h e  r e g i s t r a t i o n  a n d  r e g u l a t i o n  o f  r i s k  
r e t e n t i o n  g r o u p s  o p e r a t i n g  i n  A l a s k a .  U n d e r  t h e  F e d e r a l  L i a b i l i t y  
R i s k  R e t e n t i o n  A c t  o f  1 9 8 6 ,  r i s k  r e t e n t i o n  g r o u p s  w e r e  a l l o w e d  t o  
f o r m  b y  d o m i c i l i n g  t h e m s e l v e s  i n  o n e  o f  t h e  5 0  s t a t e s .  T h e y  v / e r e  
t h e n  e x e m p t e d  f r o m  m o s t  s t a t e  r e g u l a t o r y  l a w s  a n d ,  i n  e s s e n c e ,  w e r e  
a l l o w e d  t o  d o  b u s i n e s s  a c r o s s  s t a t e  l i n e s .  T h e  s t a t e s  d o  r e t a i n  
c e r t a i n  r e g u l a t o r y  p o w e r s ,  b u t ,  u n f o r t u n a t e l y ,  t h e  f e d e r a l  l a w  l e f t  
s o m e  r e g u l a t o r y  v o i d s  b e t w e e n  w h e r e  t h e  f e d e r a l  l a v ;  p r o v i d e d  e x e m p ­
t i o n s  v e r s u s  w h e r e  s t a t e  r e g u l a t o r y  a u t h o r i t y  w o u l d  p r e v a i l .

F o r  e x a m p l e ,  r i s k  r e t e n t i o n  g r o u p s  w o u l d  s t i l l  b e  s u b j e c t  t o  c e r t a i n  
p o r t i o n s  o f  e a c h  s t a t e ' s  l a w s  r e g a r d i n g  d e c e p t i v e ,  f a l s e ,  o r  f r a u d ­
u l e n t  p r a c t i c e s ,  b u t  a r e  p r e e m p t e d  f r o m  s om e  p o r t i o n s ' o f  t h e  s t a t e  
u n f a i r  t r a d e  p r a c t i c e s  l a w s  t h a t  r e l a t e  t o  u n f a i r  m e t h o d s  o f  c o m p e ­
t i t i o n  o r  u n f a i r  a c t -  o r  p r a c t i c e s .  I n  a d d i t i o n ,  r i s k  r e t e n t i o n
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g r o u p s  w e r e  e x e m p t e d  a n d  p r e v e n t e d  f r o m  p a r t i c i p a t i n g  i n  a n y  i n s u r ­
a n c e  i n s o l v e n c y  g u a r a n t y  a s s o c i a t i o n  o r  f u n d  o f  a n y  s t a t e .  B e c a u s e  
b o t h  o f  t h e s e  i s s u e s  w e r e  o f  a  g r e a t  c o n c e r n  t o  t h e  d i r e c t o r ,  h e  
f e l t  i t  n e c e s s a r y  t o  t r y  t o  d e f i n e  t h e  b o u n d a r i e s  o f  o u r  s t a t e  
r e g u l a t o r y  i n s u r a n c e  l a w s  w i t h  r e s p e c t  t o  t h e  f e d e r a l  a c t .  T h e  
i s s u e  o f  s o l v e n c y  i s  e x t r e m e l y  i m p o r t a n t  t o  a n y  s t a t e  i n s u r a n c e  
d e p a r t m e n t  a s ,  I  am c e r t a i n  a s  a  C P A ,  y o u  c a n  a p p r e c i a t e .  I n  
a d d i t i o n ,  we r e c o g n i z e d  t h a t  c e r t a i n  p r o b l e m s  r e g a r d i n g  t h e  s o l i c i ­
t a t i o n  a n d  s a l e  o f  p o l i c i e s  t o  A l a s k a n  i n s u r e d s  w o u l d  o c c u r  a n d  
c o m p l a i n t s  w o u l d  a r i s e .  U n f o r t u n a t e l y ,  e v e n  t h o u g h  t h e  f e d e r a l  l a w  
p r e e m p t s  c e r t a i n  o f  o u r  u n f a i r  p r a c t i c e s  a n d  t r a d e  l a w s ,  t h e  U . S .  
D e p a r t m e n t  o f  C o m m e r c e  f a i l e d  t o  s e t  u p  a n y  f o r m  o f  c o m p l a i n t  
d e p a r t m e n t  t o  h a n d l e  c o n c e r n s  r a i s e d  b y  i n s u r e d s  i n  s t a t e s  o u t s i d e  
o f  t h e  s t a t e  o f  d o m i c i l e  o f  t h e  r i s k  r e t e n t i o n  g r o u p s .  T h e  d i r e c t o r  
a n t i c i p a t e d ,  c o r r e c t l y ,  t h a t  c o m p l a i n t s  w o u l d  f i r s t  c o m e  t o  u s ,  a n d  
we w o u l d  a t t e m p t  t o  a s s i s t  o u r  A l a s k a n  i n s u r a n c e  c o n s u m e r s  t o  t h e  
e x t e n t  t h a t  we w e r e  n o t  h a m p e r e d  b y  t h e  f e d e r a l  l a w .

I n  e s t a b l i s h i n g  t h e  f e e  a m o u n t ,  t h e  d i r e c t o r  l o o k e d  t o  o u r  e x i s t i n g  
f e e s  f o r  a  c o m p a r i s o n .  T h e  d i v i s i o n  h a s  a  n o n r e f u n d a b l e  f e e  o f  
$ 1 , 0 0 0 . 0 0  f o r  i n s u r e r s  w h o  s e e k  t o  o b t a i n  a  c e r t i f i c a t e  o f  a u t h o r i t y  
a n d ,  t h u s ,  b e c o m e  a n  " a d m i t t e d  i n s u r e r "  i n  o u r  s t a t e .  T h e y  s u b m i t  
a n  a p p l i c a t i o n  a n d  d o c u m e n t s  w h i c h  a r e  r e v i e w e d  a n d  a n a l y z e d  b y  t h e  
d e p a r t m e n t .  I f  t h e  a p p l i c a t i o n  i s  r e j e c t e d ,  t h e  f e e  i s  n o t  
r e f u n d e d .

S i n c e  t h e  f e d e r a l  a c t  r e q u i r e s  t h a t  we  c a n n o t  d i s c r i m i n a t e  a g a i n s t  
r i s k  r e t e n t i o n  g r o u p s  b e c a u s e  o f  m i n im 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 ,  we c a n n o t  r e j e c t  t h e m  f o r  n o t  m e e t i n g  o u r  m in im u m  
f i n a n c i a l  r e q u i r e m e n t s  f o r  " a d m i t t e d "  i n s u r e r s .  H o w e v e r ,  w e  s t i l l  
h a v e  t h e  o b l i g a t i o n  t o  r e v i e w  t h e  r e g i s t r a t i o n  m a t e r i a l s  s u b m i t t e d  
b y  t h e  r i s k  r e t e n t i o n  g r o u p s  t o  a s c e r t a i n  w h e t h e r  o r  n o t  t h e y  m e e t  
t h e  r e q u i r e m e n t s  o f  t h e  R i s k  R e t e n t i o n  A c t  b y  d e f i n i t i o n  a n d  m e e t  
t h e i r  d o m i c i l e d  s t a t e ' s  r e q u i r e m e n t s .  T h i s  i s  a  s i m i l a r  p r o c e s s  t o  
w h a t  i s  d o n e  w i t h  i n s u r e r s '  a p p l i c a t i o n s  f o r  c e r t i f i c a t i o n  o r  
a d m i t t a n c e ,  e v e n  t h o u g h  o u r  r e m e d i e s  w i t h  r i s k  r e t e n t i o n  g r o u p s  a r e  
l i m i t e d .

T h e r e f o r e ,  i t  w a s  d e t e r m i n e d  t h a t  s i n c e  we a l r e a d y  h a d  a  f e e  
s t a n d a r d  s e t  f o r  t h e  r e v i e w  o f  t h o s e  i n s u r e r s  w h o  a p p l y  f o r  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  d i r e c t o r  u s e d  t h e  s am e  f e e  t o  a p p l y  t o  
t h e  r e g i s t r a t i o n  o f  r i s k  r e t e n t i o n  g r o u p s .  I n  e s s e n c e ,  t h e  f e e  
f i g u r e  o f  $ 1 , 0 0 0 . 0 0  m e e t s  t h e  f e d e r a l  l a w  d e f i n i t i o n  o f  b e i n g  
" n o n d i s c r i m i n a t o r y "  a s  c o n t a i n e d  i n  S e c .  3  ( a ) 4 .  o f  t h e  L i a b i l i t y  
R i s k  R e t e n t i o n  A c t  o f  1 9 8 6 :

S e c .  3 ( a )  E x c e p t  a s  p r o v i d e d  i n  t h i s  s e c t i o n ,  a 
r i s k  r e t e n t i o n  g r o u p  i s  e x e m p t  f r o m  a n y  s t a t e  l a w ,  
r u l e ,  r e g u l a t i o n ,  o r  o r d e r  t o  t h e  e x t e n t  t h a t  s u c h  l a w ,  
r u l e ,  r e g u l a t i o n  o r  o r d e r  w o u l d  —



Hr. H.P. Head -4- February 20, 1990

( 4 )  o t h e r w i s e  d i s c r i m i n a t e  a g a i n s t  a r i s k  
r e t e n t i o n  g r o u p  o r  a n y  o f  i t s  m e m b e r s ,  e x c e p t  t h a t
n o t h i n g  i n  t h i s  s e c t i o n  s h a l l  b e  c o n s t r u e d  t o  a f f e c t
t h e  a p p l i c a b i l i t y  o f  s t a t e  l a w s  g e n e r a l l y  a p p l i c a b l e  t o  
p e r s o n s  o r' c o r p o r a t i o n s .

P l e a s e  b e  a w a r e  t h a t  t h e  d i v i s i o n  h a s  g i v e n  t h i s  m a t t e r  much  
t h o u g h t .  We a r e  c o n c e r n e d  a b o u t  t h e  p l i g h t  o f  t h e  A l a s k a n  b u s i ­
n e s s m a n  r e g a r d i n g  t h e  a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  o f  i n s u r a n c e .  
T h e  R i s k  R e t e n t i o n  A c t  w a s  a n  a t t e m p t  b y  C o n g r e s s  t o  a d d r e s s  t h i s  
p r o b l e m .  I t  i s  a  g o o d  c o n c e p t  i n  m an y  w a y s ,  b u t  i s  f a r  f r o m  
p e r f e c t .  T h e r e  h a v e  b e e n  o n g o i n g  i s s u e s  w h i c h  a r e  s t i l l  b e i n g  
d e b a t e d  w i t h i n  t h e  i n s u r a n c e  i n d u s t r y  a n d  b y  s t a t e  r e g u l a t o r s .
P l e a s e  r e c o g n i z e  t h a t  CPA M u t u a l ,  a s  a  r i s k  r e t e n t i o n  g r o u p ,  i s  
a p p a r e n t l y  u n h a p p y  w i t h  o u r  r e g u l a t o r y  p o s i t i o n .  T h i s  i s  t h e i r  
r i g h t  a n d  we  h a v e  n o  p r o b l e m  w i t h  t h a t .  H o w e v e r ,  p l e a s e  a l s o  b e  
a w a r e  t h a t  o u r  r e a s o n s  f o r  a t t e m p t i n g  t o  a p p l y  A l a s k a  i n s u r a n c e  l a w s  
w h e r e  t h e y  a r e  n o t  p r e e m p t e d  b y  f e d e r a l  l a w  i s  t o  t r y  t o  p r o t e c t  t h e  
A l a s k a  i n s u r a n c e  c o n s u m e r  a s  b e s t  we c a n .  T h i s  i s  o u r  d u t y  a n d  i s
n o t  d o n e  i n  a  c a p r i c i o u s  m a n n e r  a s  t h e  l e t t e r  f r o m  CPA M u t u a l  s e e m s
t o  i m p l y .

I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e i r  l e t t e r  d e s c r i b e s  o u r  f e e  a s  
b e i n g  " i n o r d i n a t e l y  h i g h "  b e i n g  " f i v e  t i m e s  h i g h e r "  t h a n  a n y  o t h e r  
s t a t e .  T h i s  i s  s i m p l y  m i s l e a d i n g .  M an y  s t a t e s  c h a r g e  r e g i s t r a t i o n  
f e e s .  S o u t h  C a r o l i n a  h a s  a  r e g i s t r a t i o n  f e e  o f  $ 6 0 0 .  I t  c o n c e r n s  
me t h a t  y o u r  r i s k  r e t e n t i o n  g r o u p  i s  i m p l y i n g  a  t h r e a t  o f  c a n c e l ­
l a t i o n  o f  y o u r  p o l i c y  b e c a u s e  t h e y  d i s a g r e e  w i t h  o u r  f e e s  o r  f e e l  
t h a t  i t  i s  t o o  h i g h .  T h e y  a l s o  I m p l y  t h a t  t h e  f e e  i s  s o  h i g h  t h a t  
i t  i s  a  f i n a n c i a l  b u r d e n  t o  t h e m .  I  w o u l d  h o p e  t h a t  t h i s  i s  n o t  t h e  
c a s e .  As  a n  i n s u r e r  d o m i c i l e d  i n  V e r m o n t ,  I  w o u l d  a s s u m e  t h a t  t h e y  
h a v e  e n o u g h  c a p i t a l  a n d  s u r p l u s  t o  m e e t  t h e i r  o p e r a t i n g  a n d  c l a i m s  
o b l i g a t i o n s .  T o  a p p a r e n t l y  t h r e a t e n  tw o  l o n e  A l a s k a n  p o l i c y h o l d e r s  
b e c a u s e  o f  a  o n e - t i m e  i n i t i a l  f e e  o f  $ 1 , 0 0 0  ( b y  t h e  w a y ,  t h e  c o n ­
t i n u a t i o n  f e e s  a r e  $ 2 0 0  a n n u a l l y  f o r  a  r i s k  r e t e n t i o n  g r o u p  a s  
o p p o s e d  t o  $ 5 0 0  f o r  a n  a d m i t t e d  i n s u r e r )  s e e m s  t o  b e  h i g h l y  u n u s u a l  
c o m i n g  f r o m  a n  i n s u r e r  w h o  m a y  p o t e n t i a l l y  h a v e  t o  p a y  a  p o l i c y  
l i m i t  c l a i m  o f  $ 5 0 0 , 0 0 0  o r  $ 1 , 0 0 0 , 0 0 0 .

We c a n  o n l y  a s s u m e  t h a t  CPA M u t u a l  I n s u r a n c e  C o m p a n y  R i s k  R e t e n t i o n  
G r o u p  g a v e  y o u  t h e  p r o p e r  d i s c l o s u r e  n o t i c e  a s  r e q u i r e d  b y  t h e  
f e d e r a l  a c t .  T h i s  d i s c l o s u r e  n o t i c e  i s  t o  i n f o r m  p o l i c y h o l d e r s  t h a t  
t h e  r i s k  r e t e n t i o n  g r o u p  i s  n o t  s u b j e c t  t o  a l l  o f  t h e  i n s u r a n c e  l a w s  
o f  y o u r  s t a t e  a n d  i s  n o t  s u b j e c t  t o  t h e  s t a t e  i n s u r a n c e  i n s o l v e n c y  
g u a r a n t y  f u n d .  T h i s  m e a n s  t h a t  i f  y o u r  r i s k  r e t e n t i o n  g r o u p  d o e s  
b e c o m e  i n s o l v e n t ,  f o r  w h a t e v e r  r e a s o n ,  t h e n  b o t h  y o u  a s  a  p o l i c y ­
h o l d e r ,  a n d  a n y  p e r s o n s  h a v i n g  a  c l a i m  u n d e r  t h e  p o l i c y ,  m a y  b e  l e f t  
u n p r o t e c t e d .  T h i s  i s  o n e  o f  t h e  d i s c l o s u r e  i s s u e s  w i t h  w h i c h  s t a t e
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i n s u r a n c e  d e p a r t m e n t s  a r e  c o n c e r n e d .  T h e  n o t i c e  i s  s u p p o s e d  t o  b e  
s t a m p e d  o n  t h e  p o l i c y .  We a r e  c u r i o u s  t o  k n o w  i f  t h i s  i s s u e  w a s  
e v e r  d i s c u s s e d  o r  e x p l a i n e d  t o  y o u  w h e n  t h e  p o l i c y  w a s  s o l i c i t e d .  I  
w o u l d  a p p r e c i a t e  h e a r i n g  f r o m  y o u .

We r e a l i z e  t h i s  l e t t e r  i s  l o n g ;  h o w e v e r ,  we h a v e  a t t e m p t e d  t o  d e a l  
w i t h  t h e  i s s u e s  w i t h  w h i c h  y o u  a r e  c o n c e r n e d .  T h e r e  a r e  m a n y  m o r e  
s u b - i s s u e s  w h i c h  c a n n o t  b e  r e a s o n a b l y  d i s c u s s e d  i n  a l e t t e r .  I  
w o u l d  b e  m o r e  t h a n  h a p p y  t o  d i s c u s s  t h e  i s s u e s  f u r t h e r  w i t h  y o u  b y  
p h o n e ,  i f  y o u  d e s i r e .  My t e l e p h o n e  n u m b e r  i s  ( 9 0 7 )  4 6 5 - 2 5 6 0 ) .

I n s u r a n c e  M a r k e t  A n a l y s t

H T L / j  c 2 1 01 q
0 2 2 0 9 0 c
E n c l o s u r e s
c c :  L a r r y  M e r c u l i e f f ,  C o m m i s s i o n e r

D e p a r t m e n t  o f  C o n m e r c e  & E c o n o m i c  
D e v e l o p m e n t  

D a v i d  W a l s h ,  D i r e c t o r ,  D i v i s i o n  
o f  I n s u r a n c e  

H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  
D a v e  D o n l e y  
Max  G r u e n b e r g ,  J r .
M a r k  B o y e r  
V i r g i n i a  C o l l i n s  
L o r e n  L eman  

S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  
D i c k  E l i a s o n  
P a t r i c k  R o d e y  
J a n  F a i k s  
J a y  K e r t t u l a  
J a c k  C o g h i l l  

CPA M u t u a l
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Ret Response to a Letter from Mr. H. p . Head

* S:
E n c l o s e d  i s  a  r s e M o r a n d u n  a n d  s u p p o r t i n g  m a t e r i a l  c o a l e d  i n  r o s o o n s e  
to the l e t t e r  r e c e i v e d  frow Mr. ‘lead, w r i t t e n  J a m - a r y  1 9 ,  1 9 9 0  and 
r e c e i v e d  o n  ^ e b r u a r ^  5 ,  1 9 9 0 .  T h e  »3e!Sorandun p a c k e t  I n c l u d e s  a c o p y  
of t h e  r e s p o n s e  l e t t e r  s e n t  ^ r o w  T e d  L e h r b a c h ,  I n s u r a n c e  M a r k e t  
A n a l y s t ,  t o  M r .  H e a d .  T h e  r e s t  o f  t h e  s u p o a r t f n - J  i n f o m a t i o n  w i l l  
p r o v i d e  *  detai led r e v i e w  o f  t h e  i s s u e s  a n d  p r w u l o a t e d  r e g u l a t i o n s  
re ferred to by Mr. Head.
I f  there are any questions, you i?»y contact ' * r .  Lehrbach at 4 6 5 - 2 0 5 0 , 
he w i l l  be happy to ansvwjr any questions von might have*

Very t ru ly  yours,

‘•V
naviri J. Walsh 
Of rec t o r

W b k t l ? 7 2 c
G2 2 7 9 Cb
Enclosures

•‘.-j • . r. *  . >

cc: Mous? Labor and Cowwrce Ceransitten
^ p r e s n o t *  J  ve Oavo ’Sonley, Chaimsn 
Representative ftarfc Boyer 
Representative Virginia Coll ins Reprosentat.i ve Loren Leman

Senate L ab o r and Cocrie rce Com m itteeSenator Plchard I .  •Dick* Eliason, Chairman
Senator Patrick Radey
Senator Jan Faiks
Senator Jalmar M, Kerttula
Senator John 3 , CoghW
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P O L I C Y  S T A T E M E N T  
R I S K  R E T E N T IO N  G R O U P S  

P U R C H A S I N G  G R O U P S

STATE OF ALASKA
DIVISION OF INSURANCE

T h e  D i v i s i o n  o f  I n s u r a n c e  h a s  r e c e i v e d  a  n u m b e r  o f  i n q u i r i e s  c o n c e r n i n g  t h e  
r e g u l a t i o n  o f  R i s k  R e t e n t i o n  G r o u p s  a n d  P u r c h a s i n g  G r o u p s  t h a t  s e e k  t o  t r a n s a c t  
i n s u r a n c e  b u s i n e s s  i n  t h e  s t a t e  o f  A l a s k a .  T h e  L i a b i l i t y  R i s k  R e t e n t i o n  A c t  o f  1 9 8 6  
( L R R A  1 9 8 6 )  p r e s c r i b e s  t h e  e x t e n t  t o  w h i c h  s t a t e s  m a y  l i c e n s e ,  r e g u l a t e  a n d  t a x  R i s k  
R e t e n t i o n  G r o u p s  ( R R G s )  a n d  P u r c h a s i n g  G r o u p s  ( P G s ) .  T h e  f o l l o w i n g  I s  a  s u m m a r y  
o u t l i n e  o f  t h e  a p p l i c a b l e  s t a t e  s t a t u t e s  a n d  r e g u l a t i o n s  w i t h  w h i c h  t h e s e  g r o u p s  m u s t  
c o m p l y .  I t  I s  a d v i s a b l e  t h a t  t h i s  o u t l i n e  b e  u s e d  a s  a  g u i d e  o n l y ,  a n d ,  t h e  s p e c i f i c  s t a t e  
s t a t u t e s  m e n t i o n e d  h e r e i n  s h o u l d  a lw a y s  b e  r e f e r r e d  t o .  T h e  p u r p o s e  o f  t h i s  o u t l i n e  I s  t o  
a d v i s e  R R G s  a n d  P G s  a s  t o  h o w  t h e  S t a t e  o f  A l a s k a ,  D i v i s i o n  o f  I n s u r a n c e ,  i n t e n d s  t o  
e x e r c i s e  t h o s e  r e g u l a t o r y  a n d  t a x i n g  p o w e r s  r e s e r v e d  t o  t h e  s t a t e s  u n d e r  L R R A  1 9 8 6 .

I .  R I S K  R E T E N T I O N  G R O U P S  D O M I C I L E D  IN  T H E  S T A T E  O F  A L A S K A

R i s k  R e t e n t i o n  G r o u p s  c h a r t e r e d  u n d e r  t h e  l a w s  o f  t h e  S t a t e  o f  A l a s k a  w i l l  b e  
o r g a n i z e d ,  r e g u l a t e d  a n d  t a x e d  a s  a  d o m e s t i c  l i a b i l i t y  i n s u r a n c e  c o m p a n y .  T h e y  m a y  b e  
f o r m e d  u n d e r  T i t l e  2 1  o f  t h e  A l a s k a  I n s u r a n c e  C o d e .  R i s k  R e t e n t i o n  G r o u p s  a r e  e x e m p t  
a n d  e x c l u d e d  f r o m  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 e e  A c t  (A S  2 1 . 8 0 ) ,  p u r s u a n t  t o  s e c t i o n  
3  ( a ) ( 2 )  o f  t h e  L R R A  1 9 8 6 .  T h e r e f o r e  a l l  p o l i c i e s  i s s u e d  b y  a  d o m e s t i c  R R G  m u s t  p r o v i d e  
t h e  n o t i c e  s e t  f o r t h  i n  s e c t i o n  3 ( a ) ( l ) ( I )  o f  t h e  L R R A  1 9 8 6 .

R i s k  R e t e n t i o n  G r o u p s  c h a r t e r e d  i n  t h i s  s t a t e  m u s t  a l s o  c o m p l y  w i t h  s e c t i o n  
3 ( d ) ( 1 ) ( A )  a n d  3 ( d ) ( 2 ) ( 3 )  o f  t h e  L R R A  1 9 8 6 .  ‘

I I .  R I S K  R E T E N T I O N  G R O U P S  N O T  C H A R T E R E D  IN  T H I S  S T A T E

A . R e g i s t r a t i o n :

T h e  d i v i s i o n  w i l l  r e q u i r e  t h e  r e g i s t r a t i o n  o f  R R G s  o n  a  f o r m  p r e s c r i b e d  b y  t h e  
d i r e c t o r ,  a n d  p a y m e n t  o f  a  r e g i s t r a t i o n  f e e  t o  c o v e r  t h e  c o s t s  o f  p r o c e s s i n g  b o t h  t h e  
r e g i s t r a t i o n  f o r m s  a n d  t h e  f o r m s  r e q u i r e d  f o r  t h e  d e s i g n a t i o n  o f  t h e  D i r e c t o r  o f  
I n s u r a n c e  f o r  s e r v i c e  o f  l e g a l  d o c u m e n t s  a n d  p r o c e s s .  P r o p o s e d  r e g u l a t i o n s  a r e  
p e n d i n g  p u r s u a n t  t o  A S  2 1 . 0 6 . 0 9 0 .  T h e  r e g i s t r a t i o n  f o r m  i s  a t t a c h e d .  T h e  p r o p o s e d  
f e e  i s  $ 1 0 0 0 .

B .  L a w s  R e l a t i n g  t o  t h e  P r o c u r e m e n t  o f  C o v e r a g e  f o r  R R G  M e m b e r s :

T h e  d i v i s i o n  r e q u i r e s  t h a t  i n s u r a n c e  w r i t t e n  o r  p l a c e d  w i t h  a n  R R G  u p o n  a  
s u b j e c t  o r  a  r i s k  r e s i d e n t ,  l o c a t e d ,  o r  t o  b e  p e r f o r m e d  i n  A i a s k a  b e  d o n e  t h r o u g h  a  
p r o p e r l y  l i c e n s e d  A l a s k a  S u r p l u s  L i n e s  B r o k e r .  T h e r e  i s  n o  r e s i d e n c y  r e q u i r e m e n t  
t o  o b t a i n  t h e  l i c e n s e .  T h e  a p p l i c a b l e  s t a t e  l a w  i s  A S  2 1 . 3 4 .

S i n c e  t h e  F e d e r a l  l a w  p r e e m p t s  t h e  s t a t e s  f r o m  r e q u i r i n g  n o n - d o m e s t i c  R R G s  t o  
m a i n t a i n  m i n i m u m  s u r p l u s  o r  c a p i t a l .  A S  2 1 . 3 4 . 0 4 0 ( c )  d o e s  n o t  a p p l y .  H o w e v e r ,  
t h e  b a l a n c e  o f  A S  2 1 . 3 4 ,  i n c l u d i n g  t h e  S u r p l u s  L i n e s  B r o k e r s  B o n d  p e r  A S  2 1 . 3 4 . 1 4 0  
h a s  n o t  b e e n  p r e e m p t e d .

T h e r e f o r e  a  p r o p e r l y  l i c e n s e d  A l a s k a  S u r p l u s  L i n e s  B r o k e r ,  ( e i t h e r  r e s i d e n t  o r  
n o n - r e s i d e n t )  m a y  p l a c e  c o v e r a g e  w i t h  a  R i s k  R e t e n t i o n  G r o u p  w i t h o u t  t h e  r e q u i r e d  
s u r p l u s  a n d  c a p i t a l  r e q u i r e d  i n  A S  2 1 . 3 4 . 0 4 0 ( c ) .

T h i s  w i l l  o n l y  a p p l y  t o  R i s k  R e t e n t i o n  G r o u p s  w h o  h a v e  m e t  a l l  o f  t h e  
r e g i s t r a t i o n  r e q u i r e m e n t s  a s  s e t  f o r t h  i n  t h e  p r o p o s e d  r e g u l a t i o n s  a n d  w h o  m e e t  t h e  
r e q u i r e m e n t s  o f  t h e i r  s t a t e  o f  d o m i c i l e  a s  a  c h a r t e r e d  a n d  l i c e n s e d  l i a b i l i t y  i n s u r e r
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w h o  i s  a l s o  a u t h o r i z e d  t o  d o  b u s i n e s s  a s  a  l i a b i l i t y  I n s u r e r  I n  a n y  s t a t e .  I t  s h o u l d  b e  
n o t e d  t h a t  a n y  R i s k  R e t e n t i o n  C r o u p  t h a t  m a y  h a v e  f o r m e d  u n d e r  t h e  s p e c i a l  
c a p t i v e  l a w s  o f  a  s t a t e  m u s t  s t i l l  m e e t  t h e  r e q u i r e m e n t  o f  b e i n g  a b l e  t o  d o  b u s i n e s s  a s  
a  l i a b i l i t y  i n s u r e r  I n  t h a t  s t a t e  i n  o r d e r  t o  m e e t  t h e  r e q u i r e d  d e f i n i t i o n  o f  a n  R R G  a s  
d e f i n e d  I n  s e c d o n  2  ( a ) ( 4 ) ( C ) ( l )  o f  t h e  L R R A  1 9 8 6 .

C .  E x a m i n a t i o n  S t a t u t e s :

W i t h  t h e  e x c e p t i o n s  a n d  l i m i t a t i o n  a s  o u t l i n e d  I n  s e c t i o n  3  ( a ) ( 1 ) ( E )  o f  t h e  L R R A  
1 9 8 6 ,  a l l  o f  t h e  l a w s  o f  t h e  S t a t e  o f  A l a s k a  p e r t a i n i n g  t o  t h e  e x a m i n a t i o n  o f  
a d m i t t e d  i n s u r e r s  s h a l l  a p p l y  t o  t h e  e x a m i n a t i o n  o f  R R G s  w h e t h e r  d o m i c i l e d  i n  
t h i s  s t a t e  o r  n o t .  S p e c i f i c  l a w s  o f  I n t e r e s t  t o  R R G s  a r e  A S  2 1 . 0 6 . 0 8 0 ,  A S  2 1 . 0 6 . 1 2 0 -  
1 7 0 .

A n y  p e r s o n  a c t i n g  o r  o f f e r i n g  t o  a c t  a s  a n  a g e n t  o r  b r o k e r  f o r  a n  R R G  n o t  
d o m i c i l e d  I n  A l a s k a  s h a l l  b e  s u b j e c t  t o  t h e  e x a m i n a t i o n  p r o v i s i o n s  o u t l i n e d  i n  A S  
2 1 . 3 4  a n d  m u s t  h o l d  a  v a l i d  A l a s k a  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 .  H o w e v e r ,  i f  a  
p l a c e m e n t  i s  m a d e  b y  a  p e r s o n  a c t i n g  f o r  o r  o f f e r i n g  t o  a c t  f o r  a n  R R G ,  w h o  d o e s  n o t  
h o l d  a  v a l i d  A l a s k a  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 ,  t h a t  p e r s o n  m a y  b e  s u b j e c t  t o  
f i n e s  a n d  p e n a l t i e s  I n c l u d i n g  t h o s e  c o n t a i n e d  I n  A S  2 1 . 3 3 ,  A S  2 1 . 3 4  a n d  A S  2 1 . 3 6 .

D .  T a x e s :

T h e  R i s k  R e t e n t i o n  G r o u p  i s  r e s p o n s i b l e  f o r  t h e  r e p o r t i n g  a n d  p a y m e n t  o f  
p r e m i u m  t a x e s  p u r s u a n t  t o  A S  2 1 . 0 9 . 2 0 0  a n d  A S  2 1 . 0 9 . 2 1 0 .  C u r r e n t l y  t h a t  r a t e  i s  
2 . 7 % .  H o w e v e r ,  w h e r e  t h e  R i s k  R e t e n t i o n  G r o u p  p r o v i d e s  d o c u m e n t a t i o n  t o  t h e  
D i v i s i o n  v e r i f y i n g  t h e  p r o p e r  c o l l e c t i o n ,  r e p o r t i n g  a n d  p a y m e n t  o f  a p p l i c a b l e  t a x e s  
b y  a  p r o p e r l y  l i c e n s e d  A l a s k a  S u r p l u s  L i n e s  B r o k e r  p u r s u a n t  t o  A S  2 1 . 3 4 . 1 8 0 ,  t h e  
l i a b i l i t y  f o r  t h e  p a y m e n t  o f  t h a t  p o r t i o n  o f  t a x  i s  w a i v e d .

E .  A n n u a l  R e p o r t :

T h e  f i l i n g  o f  a n  a n n u a l  r e p o r t  a s  p r e s c r i b e d  b y  L R R A  1 9 8 6  s h o u l d  b e  d o n e  
a c c o r d i n g  t o  A S  2 1 . 0 9 . 2 0 0  a n d / o r  A S  2 1 . 3 4 . 0 4 0 .

I I I .  P U R C H A S I N G  G R O U P S

A . R e g i s t r a t i o n :

T h e  d i v i s i o n  i s  c u r r e n t l y  p r o p o s i n g  r e g u l a t i o n s  t h a t  w i l l  r e q u i r e  t h e  
r e g i s t r a t i o n  o f  P u r c h a s i n g  G r o u p s  u p o n  a  f o r m  p r e s c r i b e d  b y  t h e  d i r e c t o r  a n d  t h e  
p a y m e n t  o f  a  r e g i s t r a t i o n  f e e  t o  c o v e r  t h e  c o s t s  o f  p r o c e s s i n g  t h e  r e g i s t r a t i o n  f o r m s  
a n d  t h e  f o r m s  d e s i g n a t i n g  t h e  D i r e c t o r  o f  I n s u r a n c e  f o r  s e r v i c e  o f  l e g a l  d o c u m e n t s  
a n d  p r o c e s s .  T h e  r e g i s t r a t i o n  f o r m  I s  a t t a c h e d .  T h e  p r o p o s e d  f e e  i s  $ 5 0 0 .

B .  L a w s  R e l a t i n g  t o  t h e  P r o c u r e m e n t  o f  I n s u r a n c e  C o v e r a g e  b y  o r  f o r  P u r c h a s i n g  
G r o u p s  o n  S u b j e c t s  R e s i d e n t . L o c a t e d  o r  t o  b e  P e n o r m e d  i n  A l a s k a :

T h e  f o l l o w i n g  r e q u i r e m e n t s  m u s t  b e  m e t  r e g a r d i n g  t h e  p r o c u r e m e n t  o f  
i n s u r a n c e  b y  a  P u r c h a s i n g  G r o u p  w h e t h e r  i t  i s  s e l f  p u r c h a s e d  b y  t h e  P G  o r  p l a c e d  
t h r o u g h  a  l i c e n s e d  a g e n t  o r  b r o k e r .  I f  t h e  p u r c h a s e  I s  m a d e  f r o m :

1 . A n  Admitted o r  Domestic Insurer: t h e  p e r s o n  a c t i n g  o r  o f f e r i n g  t o  a c t  o r  
a i d i n g  I n  t h e  p r o c u r e m e n t ,  w h e t h e r  a n  e m p l o y e e  o r  m e m b e r  o r  t h e  P G  o r  n o t ,  
m u s t  h a v e  a  v a l i d  A l a s k a  a g e n t ' s  o r  b r o k e r ' s  l i c e n s e .  T h e r e  i s  n o  d i s c r i m i n a t i o n  
a s  t o  r e s i d e n c y  o f  t h e  a g e n t  o r  b r o k e r .
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I
2 .  A  N o n a d m i t t e d  I n s u r e r ;  t h e  p u r c h a s e  c a n  o n l y  b e  f r o m  a n  " e l i g i b l e "  

I n s u r e r  m e e t i n g  t h e  r e q u i r e m e n t s  o f  A S  2 1 . 3 4 . 0 4 0  a n d  A S  2 1 . 3 4 . 0 5 0 .  T h i s  t y p e  
o f  p l a c e m e n t  c a n  o n l y  b e  m a d e  t h r o u g h  a  p r o p e r l y  l i c e n s e d  A l a s k a  s u i p l u s  l i n e s  
b r o k e r .  A g a i n ,  n o  d i s c r i m i n a t i o n  a s  t o  t h e  r e s i d e n c y  o f  t h e  b r o k e r  w i l l  a p p l y .

T h e  p u r c h a s e  o f  l i a b i l i t y  i n s u r a n c e  f r o m  a  n o n e l l g i b l e  o r  u n a u t h o r i z e d  
I n s u r e r  t h a t  d o e s  n o t  m e e t  t h e  r e q u i r e m e n t s  o f  A S  2 1 . 3 4 . 0 4 0 - 0 5 0  I s  n o t  l e g a l  a n d  
I s  s u b j e c t  t o  A S  2 1 . 3 3 . 0 3 7  a n d  a l l  a p p l i c a b l e  p e n a l t i e s  I n c l u d i n g  t h o s e  o u t l i n e d  
i n  A S  2 1 . 3 3 . 0 5 5 .  P e n a l t i e s  c o n t a i n e d  i n  A S  2 1 . 3 6  m a y  a l s o  a p p l y .

3 .  A  R i s k  R e t e n t i o n  G r o u p  D o m i c i l e d  I n  A l a s k a ;  t h e  p u r c h a s e  m u s t  b e  m a d e  
a s  o u t l i n e d  I n  s e c t i o n  I  o f  t h i s  o u t l i n e .

4 .  A  R i s k  R e t e n t i o n  G r o u p  N o t  D o m i c i l e d  i n  A l a s k a ;  t h e  p u r c h a s e  m u s t  b e  
d o n e  t h r o u g h  a  p r o p e r l y  l i c e n s e d  A l a s k a  s u r p l u s  l i n e s  b r o k e r  a s  o u t l i n e d  I n  
s e c t i o n  I I  ( B )  a b o v e .

C .  T a x e s :

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

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

F O R  F U R T H E R  I N F O R M A T IO N

W r i t e  t o  S t a t e  o f  A l a s k a ,  D i v i s i o n  O f  I n s u r a n c e .  T e d  L e h r b a c h ,  M a r k e t  A n a l y s t .
P O  B o x  D . J u n e a u , A l a s k a .  9 9 8 1 1  - 0 8 0 0 .

STATE O F  A LA SKA
P O L IC Y  ST A T E M E N T  3
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M E M O R A N D U M S t a t e  o f  A l a s k a
T O :  P a u l  R o l l e r  

D i r e c t o r
D i v i s i o n  o f  I n s u r a n c e

D A T E :  M a r c h  2 4 .  1 9 8 9

F I L E  N O . :

T H R U : D o n  K o c h
C h i e f  o f  M a r k e t  S u r v e i l l a n c e

T E L E P H O N E  N O . :  ( 9 0 7 ) 4 6 5 - 2 5 6 0

S U B J E C T :  A d o p t i o n  o f  R i s k  R e t e n t i o n  
R e g u l a t i o n s

F R O M : T e d  L e h r b a c h
I n s u r a n c e  M a r k e t  A n a l y s t  
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  

a n d  E c o n o m i c  D e v e l o p m e n t

I  c o n d u c t e d  a  h e a r i n g  M a r c h  1 0 .  1 9 8 9  i n  t h e  L a r g e  C o n f e r e n c e  R o o m .  9 t h  F l o o r ,  S t a t e  O f f i c e  B u i l d i n g ,  
J u n e a u  a t  9 : 0 0  a . m .  f o r  t h e  p u r p o s e s  o f  r e c e i v i n g  t e s t i m o n y  o n  t h e  p r o p o s e d  a d o p t i o n  o f  n e w  
r e g u l a t i o n s  3  A A C  2 4 . 0 1 0  -  2 9 0 ,  a n d  3  A A C  2 4 . 3 0 0 - 5 9 0 ,  r e l a t i n g  t o  t h e  r e g i s t r a t i o n  a n d  p a y m e n t  o f  
f e e s  b y  r i s k  r e t e n t i o n  a n d  p u r c h a s i n g  g r o u p s .

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

F o u r  p i e c e s  o f  w r i t t e n  t e s t i m o n y  w e r e  r e c e i v e d  p r i o r  t o  t h e  d e a d l i n e  o f  5 : 0 0  p .m .  t h e  s a m e  d a y .  N o  
o t h e r  t e s t i m o n y  w a s  r e c e i v e d  a f t e r  t h e  d e a d l i n e .  T h e  w r i t t e n  t e s t i m o n y  w a s  r e c e i v e d  f r o m :

T h e  N a t i o n a l  R i s k  R e t e n t i o n  A s s o c i a t i o n
T h e  N a t i o n a l  A s s o c i a t i o n  o f  W h o l e s a l e r - D i s t r i b u t o r s  (A  R i s k  R e t e n t i o n  G r o u p )
J o h n  J .  S a r c h i o  o f  C h a d b o u m e  &  P a r k e ,  r e p r e s e n t i n g  C h i c a g o  I n s u r a n c e  C o m p a n y  
T h e  H o u s i n g  A u t h o r i t y  R i s k  R e t e n t i o n  G r o u p ,  I n c .

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

T h e  F e d e r a l  L i a b i l i t y  R i s k  R e t e n t i o n  A c t  o f  1 9 7 6  a l l o w s  f o r  t h e  e s t a b l i s h m e n t  o f  t w o  t y p e s  o f  
e n t i t i e s :  R i s k  R e t e n t i o n  G r o u p s ,  a n d ,  P u r c h a s i n g  G r o u p s .  R i s k  R e t e n t i o n  G r o u p s  a r e  c r e a t e d  a s  
i n s u r a n c e  c o m p a n i e s  d o m i c i l e d  i n  o n e  s t a t e .  P u r c h a s i n g  G r o u p s  a r e  s e t  u p  a s  a n y  g r o u p  o f  
i n d i v i d u a l s  o r  e n t i t i e s  w i t h  a  c o m m o n  l i a b i l i t y  e x p o s u r e ,  t o  p u r c h a s e  i n s u r a n c e  f o r  i t ' s  m e m b e r s  o n  a  
g r o u p  b a s i s .

T h e  i n t e n t  o f  C o n g r e s s  i n  a l l o w i n g  t h e s e  t y p e s  o f  e n t i t l e s  t o  b e  e s t a b l i s h e d  w a s  t o  i n c r e a s e  
a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  o f  l i a b i l i t y  i n s u r a n c e ,  e s p e c i a l l y  t h o s e  l i n e s  o f  i n s u r a n c e  w h i c h  w e r e  
h i t  b y  t h e  " h a r d "  m a r k e t  o f  1 9 8 6 .

C o n g r e s s  g a v e  r i s k  r e t e n t i o n  g r o u p s  e x e m p t i o n s  t o  a l l  s t a t e  r e g u l a t o r y  l a w s ,  e x c e p t  t h e  i n s u r a n c e  
l a w s  o f  t h e  d o m i c i l i a r y  s t a t e  a n d  s o m e  s p e c i f i c  l a w s  t h a t  a r e  m e n t i o n e d  i n  t h e  a c t ,  w h i c h  a n y  s t a t e  
m a y  a p p l y  t o  r i s k  r e t e n t i o n  g r o u p s .  O n  t h e  o t h e r  h a n d ,  p u r c h a s i n g  g r o u p s  w e r e  r e q u i r e d  t o  c o m p l y  
w i t h  a l l  s t a t e  I n s u r a n c e  l a w s  e x c e p t  t h o s e  l a w s  f o r  w h i c h  t h e y  w e r e  s p e c i f i c a l l y  e x e m p t e d  a s  
c o n t a i n e d  i n  t h e  F e d e r a l  A c t .  T h i s  m e a n s  t h a t  w i t h  r e s p e c t  t o  n o n - d o m i c i l i a r y  s t a t e s ,  p u r c h a s i n g  
g r o u p s  a r e  s u b j e c t  t o  a l l  s t a t e  i n s u r a n c e  l a w s  e x c e p t  w h e r e  s p e c i f i c a l l y  e x e m p t e d ,  b u t  r i s k  r e t e n t i o n  
g r o u p s  a r e  m o r e  b r o a d l y  e x e m p t e d  f o r m  s t a t e  i n s u r a n c e  l a w s ,  e x c e p t  w h e r e  t h e  F e d e r a l  A c t  
s p e c i f i c a l l y  p r o v i d e s  a u t h o r i t y .  T h i s  i s  a n  i m p o r t a n t  d i s t i n c t i o n  w h i c h  s h o u l d  b e  k e p t  i n  m i n d  
w h e n e v e r  i n t e r p r e t i n g  t h e  F e d e r a l  A c t  a n d  a p p l y i n g  A l a s k a  I n s u r a n c e  S t a t u t e s  t o  e a c h  o f  t h e  t w o  
e n t i t i e s  c r e a t e d  b y  t h e  L R R A  o f  1 9 8 6 .
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M E M O R A N D U M
P a u l  R o l l e r
R i s k  R e t e n t i o n  R e g u l a t i o n s

T h e  F e d e r a l  A c t  s e t s  f o r t h  a  p r o c e s s  o f  i n f o r m i n g  e a c h  s t a t e  i n  w h i c h  g r o u p s  w a n t  t o  d o  b u s i n e s s .  
T h i s  p r o c e s s  r e q u i r e s  a  l e t t e r  o f  i n t e n t  t o  b e  s e n t  t o  t h e  s t a t e  l i s t i n g  s o m e  b a s i c  I n f o r m a t i o n .  T h e  
F e d e r a l  r e q u i r e m e n t s  a r e  g r e a t e r  f o r  r i s k  r e t e n t i o n  g r o u p s  t h a n  f o r  p u r c h a s i n g  g r o u p s .  T h e  F e d e r a l  
a c t  d o e s  r e q u i r e  t h a t  b o t h  e n t i t i e s  " r e g i s t e r  w i t h  a n d  d e s i g n a t e  t h e  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  o f  
e a c h  s t a t e  i n  w h i c h  i t  d o e s  b u s i n e s s  a s  i t s  a g e n t  s o l e l y  f o r  t h e  p u r p o s e  o f  r e c e i v i n g  s e r v i c e  o f  l e g a l  
d o c u m e n t s  o r  p r o c e s s . . . ' ’ I t  d o e s  a l l o w  a n  e x e m p t i o n  f o r  a n y  r i s k  r e t e n t i o n  g r o u p  o r  p u r c h a s i n g  g r o u p  
w h i c h  w a s  f o r m e d  p r i o r  t o  A p r i l  1 .  1 9 8 6  u n d e r  t h e  1 9 8 1  P r o d u c t  L i a b i l i t y  R i s k  R e t e n t i o n  A c t .

T h e  p u r p o s e  o f  t h e  p r o p o s e d  r e g u l a t i o n s  i s  t o  s e t  s p e c i f i c  r e g i s t r a t i o n  r e q u i r e m e n t s  f o r  b o t h  r i s k  
r e t e n t i o n  g r o u p s  a n d  p u r c h a s i n g  g r o u p s  t h a t  w i s h  t o  d o  b u s i n e s s  i n  A l a s k a .  S i n c e  w e  h a v e  i s s u e d  a  
p o l i c y  s t a t e m e n t  w h i c h  d e s c r i b e s  h o w  a n d  t o  w h a t  e x t e n t  A l a s k a  l a w  a p p l i e s  t o  t h e s e  e n t i t i e s ,  i t  h a s  
b e c o m e  c l e a r  t h a t  w e  d o  n o t  r e c e i v e  a l l  t h e  i n f o r m a t i o n  w e  n e e d  f r o m  t h e  F e d e r a l l y  r e q u i r e d  " l e t t e r s  
o f  I n t e n t "  t o  p r o p e r l y  m o n i t o r  a n d  r e g u l a t e  t h e  g r o u p s  a c c o r d i n g  t o  t h e  A l a s k a  I n s u r a n c e  L a w s  w h i c h  
a p p l y .

T h e  m o s t  s i g n i f i c a n t  o f  t h e  a p p l i c a b l e  A l a s k a  L a w s  I s  A S  2 1 . 3 4 ,  t h e  s u r p l u s  l i n e s  l a w s .  I n  o r d e r  f o r  u s  
t o  a d e q u a t e l y  p r o t e c t  t h e  i n s u r i n g  p u b l i c  f r o m  t h e  o v e r u s e  o r  i m p r o p e r  u s e  o f  u n a u t h o r i z e d  I n s u r e r s ,  
w e  n e e d  t o  h a v e  t h e  i n f o r m a t i o n  w h i c h  i s  o u t l i n e d  i n  t h e  p r o p o s e d  r e g u l a t i o n s .  I t  i s  a l s o  a  m e t h o d  b y  
w h i c h  w e  c a n  i n f o r m  e a c h  g r o u p  w i s h i n g  t o  d o  b u s i n e s s  i n  A l a s k a  o n  h o w  A S 2 1 . 3 4  a p p l i e s  t o  t h e m .

T h e  f e e s  a r e  n e c e s s a r y  t o  c o v e r  o u r  r e g u l a t o r y  c o s t s  a n d  a r e  n o n - d i s c r i m i n a t o r y .  T h e  $ 1 , 0 0 0  
r e g i s t r a t i o n  f e e  f o r  r i s k  r e t e n t i o n  g r o u p s ,  f o r  e x a m p l e ,  i s  t h e  s a m e  c h a r g e d  a n  a d m i t t e d  i n s u r e r  
e n t e r i n g  o u r  s t a t e .

S U M M A R Y  O F  W R I T T E N  T E S T I M O N Y

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

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

T h e  t e s t i m o n y  f r o m  T h e  N a t i o n a l  A s s o c i a t i o n  o f  W h o l e s a l e r - D i s t r i b u t o r s  a d d r e s s e s  t h e  
" g r a n d f a t h e r "  c l a u s e  i n  t h e  F e d e r a l  A c t ,  s u r m i s i n g  t h a t  t h o s e  g r o u p s  t h a t  w e r e  f o r m e d  p r i o r  t o  t h e  
1 9 8 6  a m e n d m e n t s  t o  t h e  a c t  a r e  e x e m p t  f r o m  a n y  r e g i s t r a t i o n  r e q u i r e m e n t s .

A N A L Y S I S  A N D  R E C C O M E N D A T I O N

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

T h e  p o t e n t i a l  f o r  a b u s e  o f  t h e  F e d e r a l  A c t  b y  t h o s e  w h o  w o u l d  s e e k  t o  u s e  t h e  s t a t e  e x e m p t i o n s  t o  
c r e a t e  m a r k e t s  f o r  u n a u t h o r i z e d  i n s u r e r s ,  a n d  t h e  p o t e n t i a l  h a r m  t o  t h e  A l a s k a  i n s u r i n g  p u b l i c ,  
r e q u i r e  t h e  n e e d  f o r  t h e  p r o p o s e d  r e g u l a t i o n s .  T h e  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  t h e  p r o p o s e d  
r e g u l a t i o n s  w i l l  r e q u i r e  t o  b e  p r o v i d e d  i s  a  s m a l l  a n d  i n s i g n i f i c a n t  b u r d e n  u p o n  t h o s e  g r o u p s  t h a t  
s e r i o u s l y  s e e k  t o  t r  a n s a c t  i n s u r a n c e  l e g a l l y  i n  A l a s k a  a n d  w i l l  h e l p  u s  t o  p r o p e r l y  m o n i t o r  t h o s e  
t h a t  m a y  o n l y  s e e k  t o  u s e  t h e  F e d e r a l  A c t  f o r  t h e i r  o w n  a d v a n t a g e .
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M E M O R A N D U M
P a u l  R o l l e r
R i s k  R e t e n t i o n  R e g u l a t i o n s

T h e  t w o  r e c e n t  F e d e r a l  C o u r t  d e c i s i o n s .  I n s u r a n c e  C o m p a n y  o f  t h e  S t a t e  o f  P e n n s y l v a n i a  v . 
C o r c o r a n ,  N o .  8 7 - 7 8 5 8 ,  2 cL  c i r .  a n d  F r o n t i e r  I n s u r a n c e  C o m p a n y ,  n c .  e t  a l .  v s .  W i l l i a m  D .  H a g e r ,  
C o m m i s s i o n e r  o f  I n s u r a n c e  o f  t h e  S t a t e  o f  I o w a ,  N o .  8 7 - 6 4 5 - E , c l e a r l y  r e i n f o r c e  t h e  r i g h t s  o f  n o n -  
d o m i c l l i a i y  s t a t e s  t o  r e g u l a t e  p u r c h a s i n g  g r o u p s  a n d  t h e i r  i n s u r e r s  i n  s u c h  a  m a n n e r  a s  t o  p r o t e c t  t h e  
I n s u r i n g  p u b l i c .

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

I t  i s  m y  r e c o m m e n d a t i o n  t h a t  w e  a d o p t  t h e  r e g u l a t i o n s  a s  p r o p o s e d ,  w i t h  one small change:

3  A A C  2 4 . 0 3 0  s h o u l d  b e  c h a n g e d  t o  s h o w  a  c o n t i n u a t i o n  f e e  o f  $ 2 0 0  I n s t e a d  o f  $ 5 0 0 .

T h i s  r e c o m m e n d a t i o n  I s  s u g g e s t e d  a s  t h e  o r i g i n a l  f i g u r e s  f o r  R i s k  R e t e n t i o n  G r o u p s  a r e  b a s e d  
u p o n  t h e  s a m e  f e e s  a n d  c o n t i n u a t i o n  f e e s  f o r  a d m i t t e d  i n s u r e r s .  T h e  c o n t i n u a t i o n  f e e  o f  $ 5 0 0  i s  
t h e  s a m e  f e e  p r o p o s e d  f o r  a l l  a d m i t t e d  I n s u r e r s  i n  a  p e n d i n g  i n s u r a n c e  b i l l  b e f o r e  t h e  l e g i s l a t i v e  
c o m m i t t e e s .  I t  i n c l u d e s  t h e  c o m b i n e d  c o s t s  f o r  t h e  f i l i n g  o f  A n n u a l  s t a t e m e n t s  a n d  r a t e  a n d  
f o r m  f i l i n g s  b y  a d m i t t e d  i n s u r e r s .

S i n c e  R i s k  R e t e n t i o n  G r o u p s  a r e  o n l y  r e q u i r e d  t o  s u b m i t  A n n u a l  S t a t e m e n t s  a n d  a r e  e x e m p t  
f r o m  m o s t  o f  o u r  r a t e  a n d  f o r m  f i l i n g  r e q u i r e m e n t s ,  t h e  $ 2 0 0  f i g u r e  i s  m o r e  r e a s o n a b l e  t h a n  t h e  
$ 5 0 0  f i g u r e  I n  t h e  o r i g i n a l  p r o p o s a l .

E N C L O S U R E S

W r i t t e n  T e s t i m o n y
S i g n  I n  S h e e t  o f  t h e  M a r c h  1 0 t h  H e a r i n g  
P o l i c y  S t a t e m e n t  
R e g i s t r a t i o n  F o r m s
F e d e r a l  L i a b i l i t y  R i s k  R e t e n t i o n  A n t  o f  1 9 8 6  
A r t i c l e s  o n  t h e  I o w a  a n d  N e w  Y o r k  C o u r t  D e c i s i o n s  
A r t i c l e s  r e g a r d i n g  t h e  I s s u e s

Page 3
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r

TO: Art Peterson
Assistant Attorney General 
and Regulations Attorney-Juneau

FROM:: Ron Zobel v^f/
Assistant Attorney General 
Commercial Section-Anchorage

m

S ( a te  of  A l a s k a
Department of Law 

date :j u n e 7, 1989 

f ile  n o : 9 9 3 _ 8 9 „ 0 0 8 6  

TEL. NO: 276-3550

subject:RegU iati0ng regarding risk 
retention'groups and risk 
purchasing groups 
(3 AAC 24.010 —  .290 and 
3 AAC 24.300 -- .590)

Attached are regulations adopted by the Director of Insurance 
to require the registration of entities known as risk retention groups 
and risk purchasing groups. Although the regulations are relatively 
simple, the need for the regulations and the background of the Federal 
Liability Risk Retention Act, as amended in 1986, is somewhat complex.

The Congress in 1986 allowed entities known as "risk retention 
groups" and "risk purchasing groups" to form as an alternative method 
of insurance in order to meet the "liability crisis." The Liability 
Risk Retention Act, as amended, 15 U.S.C.A. § 3901 —  3906 (Supp. 1989) 
preempted certain aspects of state insurance regulation in order to 
allow these groups to •operate free from competing and inconsistent 
state regulations. These regulations are an effort to require the 
regulation of such groups and give the Director of Insurance 
information that will allow him to regulate them to the extent federal 
law all o w s , and also to give him information so that he can verify that 
they are a group qualifying under the Act. The justification for these 
regulations is explained in the March 24, 1989, memorandum from T e d  
Lehrbach to Paul Roller in the file.

The insurance regulators across the country have been somewhat 
concerned about these risk retention groups, and especially, the risk 
purchasing groups. Our Director of Insurance, along with other 
insurance regulators, sees much potential abuse in the use of the "risk 
purchasing group" device to evade state laws that require minimum 
solvency and security for policy holders.

As the comments submitted concerning these regulations, 
especially by the National Risk Retention Association, indicate, there 
is a dispute as to the extent of state power to regulate these 
entities. Although there is an argument that the federal act preempts 
a registration that is for any purpose other than receiving service :d f  
legal documents or process, the federal act does not specifically- 
exempt these groups from registration or fees by nondomflpRfclidr^f^tates.:

The two major cases that have considered the extent.,of..state 
regulation under the Liability Risk Retention Act have 'construed.the 
Act rather narrowly and allowed state regulation where there'was not * * I ’ ’ \»

03 OOJ



Art Peterson 
993-39-0086

June 7, 1989
Page 2

express preemption. Insurance Co. of the State of Pennsylvania v. 
Corcoran, 350 F.2d 88 (2d Cir. 1988) (Liability Risk Retention Act does 
not prohibit all state policy form and rate regulation of purchasing 
groups) and Frontier insurance Co. v. H a g e r , Case No. 87-645-E 
(U.S.D.C. of Iowa, Hay 1983) (Risk Retention Act does not preempt the 
state of Iowa from requiring that insurers be admitted in Iowa before 
selling insurance to Iowa members of purchasing groups).

My review of this matter indicates that the position of the 
Director that the state retains the power to register these risk 
retention groups and risk purchasing groups is likely to be sustained 
by the courts. It is possible that Congress intended to preempt such 
regulation, but if that is what they intended, they did not express 
themselves very clearly. Other than this preemption issue, I do not 
foresee anv other substantial legal or constitutional difficulties in 
these regulations.

I have gone over the other items on the checklist, such as 
notice, and find it to be in order. I have made small editorial 
changes in the regulations in order to conform their style with the 
manual. I have used the U.S.C.A. cite for the Risk Retention Act since 
it is not in the U.S.C. I hope that was correct. I have added AS
21.03.010 as authority. This is the basic section which subjects those 
transacting the business of insurance to the insurance code. The term 
"transact the business of insurance in Alaska, relative to a subject 
or risk resident, located or performed in Alaska" is a term of art 
finding its source in section AS 21.03.010. The definition of 
"transact" is the same as that found in AS 21.90.900. I ha\e left this 
redundancy in the regulations in order to make it clear that the term 
as applied to these particular entities has the same meaning as used 
in the code. I know that we generally do not repeat statutory 
language, but I thought there may be reason to do so here because of 
the very dispute as to whether these entities are transacting the 
business of insurance so as to subject themselves to regulation and the 
lack of any specific chapter in the code subjecting these entities to 
specific regulation, as there is with other entities formed to provide 
insurance.

If you have questions about these regulations, please do not 
hesitate to call.

R Z : 1ms
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M E M O R A N D U M

TO: Paul A. Roller, Director 
Division of Insurance 
Department of Commerce 
and Economic Development

from: Arthur H. Peterson
Assistant Attorn e V G e d e r a l ^  

and Regulations Attorney

S t a t e  of A l a s k a
Departma

DATE: July 24, 1989 

f ile  n o .: 993-89-0086

TEL. NO.: 465-3600 £cn"en? n,

° ' ^ c O p ^ e r  
subject: Regulations re risRo

tention groups and puf̂ <?.'?ĉ /
chasing groups (3 AAC
24.010 -- 590)

Under AS 44.62.060, we have reviewed your adoption of 
these regulations, and approve them for filing by the lieutenant 
governor. A  duplicate original of this memorandum is being fur­
nished the lieutenant governor, along with the regulations and 
related documents.

The January 20, 1989 public notice and your April 24, 
1989 adoption order both state that this action is not expected 
to require an increased appropriation. Therefore, AS 44.62.195 
does not require a fiscal note.

As suggested by your staff, we have deleted "risk" from 
the phrase "risk purchasing group," wherever it appeared in tnis 
set of regulations, to conform that term to the way it appears in 
15 U.S.C. 3901 -- 3906. It had been included in that term in 
error. By the duplicate original of this memorandum, I am asking 
the lieutenant governor's staff to instruct the publisher to make 
that same correction in 3 AAC 3 1 . 0 6 0 (a)(16) and (17), where that 
same phrase appears.

We have slightly reworded 3 AAC 24.040 and 3 AAC 24.330 
(virtually identical sections) to clarify your intent. In both 
sections, the lieutenant governor's staff will be inserting the 
effective date of those regulations in the blanks that we have 
penned in.

Under the authority of AS 44.62.060(a)(4), in 3 AAC 
24.290 and 3 AAC 24.590 we have deleted the definition of "trans­
act," which restates AS 21 .90.900, and have replaced it with a 
reference to that statute. (Please see pp. 27 and 28 of the 
Drafting Manual for Administrative Regulations [Dept, of Law, 9th 
e a T T  July 1985'}, regarding the restating of statutes.)

In accordance with AS 44.62.125(b)(6), some other, more 
minor, corrections have been made in these regulations, as shown 
on the attached copy.



Paul A. Roller, Director of Insurance 
Dept, of Commerce & Economic Devel. 
Our file: 993-89-0086

July 24, 1989
Page 2

3 AAC 24.030 and 3 AAC 24.320 refer to a "continuation 
fee" that must accompany a "continuation application." We note 
that nowhere else in the regulations is a "continuation applica­
tion" mentioned. We recommend that, as soon as possible, your 
division begin a regulations project to addresi, this procedural 
gap. The regulations in that project should cover such items as
(1) how long an initial registration is in effect, (2) what must 
be done to "continue" the registration (i.e., submission of a 
continuation application along with certain information), and (3) 
how long the "continuation" is in effect.

AHP/BJJ/pjg

cc w/enc.: Hon. Larry Merculieff, Commissioner
Department of Commerce & Economic Development

Ron Zobel, Assistant Attorney General 
Department of Law - Anchorage



S T E V E  C O W F E K ,  G O V E R N O R

P. 0 . BOX 0

JUNEAU, ALASKA 99911-0800 
PH O N E : (907) 465-2515

D E P A R T M E N T  O F  C O M M E R C E  A  
E C O N O M IC  D E V E L O P M E N T

D I V I S I O N  O F  I N S U R A N C E

ORDER 8 9 - 3  ADO PT IN G  REGULAT IONS  .OF 
THE D I V I S I O N  OF INSURANCE

T h e  a t t a c h e d  f i v e  p a g e s  o f  r e g u l a t i o n s ,  d e a l i n g  w i t h  r i s k  r e t e n t i o n
g r o u p s  a n d  r i s k  p u r c h a s i n g  g r o u p s ,  1 s  h e r e b y  a d o p t e d  a n d  c e r t i f i e d  t o
b e  a c o r r e c t  c o p y  o f  t h e  r e g u l a t i o n s  t h a t  t h e  D i v i s i o n  o f  I n s u r a n c e  
a d o p t s  u n d e r  a u t h o r i t y  v e s t e d  b y  AS 2 1 . 0 6 . 0 9 0  a n d  a f t e r  c o m p l i a n c e  
w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  A c t  ( A S  4 4 . 6 2 ) ,  s p e c i f i c a l l y  
i n c l u d i n g  n o t i c e  u n d e r  AS 4 4 . 6 2 , 1 9 0  a n d  4 4 . 6 2 . 2 0 0  a n d  o p p o r t u n i t y  f o r  
p u b l i c  c o m m e n t  u n d e r  AS 4 4 . 6 2 . 2 1 0 .

T h i s  a c . t l o n  1 s  n o t  e x p e c t e d  t o  r e q u i r e  a n  I n c r e a s e d  a p p r o p r i a t i o n .

T h i s  o r d e r  t a k e s  e f f e c t  o n  t h e  3 0 t h  d a y  a f t e r  1 t  h a s  b e e n  f i l e d  b y  t h e
L i e u t e n a n t  G o v e r n o r ,  a s  p r o v i d e d  1 n  AS 4 4 . 6 2 . 1 8 0 .

DA TE :  A p r i l  % < /  , 1 9 8 9
J u n e a u ,  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

F I L I N G  C E R T I F I C A T I O N

I ,  S t e p h e n  M c A l p i n e ,  L l t f u t f e n a n t  G o v e r n o r  f o r  t h e  S t a t e  o f  A l a s k a ,  
c e r t i f y  t h a t  o n  Q - S /  , 1 9  | y ,
a t  H  - 'S r ) f  J  . m . , / i r i l e f f  t h e  a t t a c h e d  r e g u l a t i o n s  a c c o r d i n g  t o
t h e  p r o v i s i o n s  o ^  AS 4 % 6 2 . -  44.62.120.

L i e u t e n a n t  G o v e r n o r

t a u t e r .  M l ^  ________

P R / d j d 0 1 2 4 B
0 4 2 1 8 9 b



R e g i s t e r  111, O c t o b e r ,  1989 C O M M E R C E  A N D - 3 A A C  2 4 . 0 1 0
E C O N O M I C  D E V E L O P M E N T  3 A A C  2 4 . 0 2 0

CHAPTER 24.
RISK RETENTION GROUPS AND PURCHASING GROUPS.

Article
1. Risk Retention Groups (3 AAC 24.010 - 3 AAC 24.290)
2. Purchasing Groups (3 AAC 24.300 - 3 AAC 24.590)

Article 1.
RISK RETENTION GROUPS.

Section 
10. Purpose
20. Filing of registration forms 
30. Payment of fee 
40. Existing operation; compliance 

290. Definitions

3 AAC 24.010. PURPOSE. The purpose of 3 AAC 24.010 - 
3 AAC 24.290 is to establish, consistent with 15 U.S.C. 3901 —  
3906, as amended as of October 27, 1989, (Liability Risk 
Retention Act of 1986), a procedure for the registration of risk 
retention groups that seek to transact the business of insurance 
in Alaska, or relative to a subject or risk that is resident, 
located, or to be performed in Alaska, and to provide for the 
payment of fees for the administrative cost of the registration 
process. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

3 AAC 24.020. FILING OF REGISTRATION FORMS. Before trans­
acting the business of insurance in this state, a risk retention 
group shall submit to the director

(1) a completed registration form that shall in­
clude the following information:

(A) each state in which the risk retention 
group is chartered or licensed to do business as a lia­
bility insurer;

(B) the date of its charter or license;

(C) the state in which it is domiciled;

(D) the complete physical address and mailing
address of

(i) its offices in its state of
domicile;

9 0 2 5 W - 1 -



R e g i s t e r  111, O c t o b e r ,  1989 C O M M E R C E  A N D  3 A A C  2 4 . 0 2 0
E C O N O M I C  D E V E L O P M E N T

(ii) its principal place of business; and

(iii) its directors and principal
o f f icers;

(E) the complete name, firm name, physical 
address and mailing address of all persons acting, or 
offering to act, as an agent, broker, or surplus lines 
broker for the risk retention group, and identification of 
all types of licenses held by each person and firm, in­
cluding the state in which each license is held;

(F) all classes or lines of insurance the 
risk retention group intends to offer; and

(0) such other information, including infor­
mation concerning its membership, that the director re­
quires to establish its qualification as a risk retention 
group to transact business in Alaska;

(2) a copy of its plan of operation and the feas­
ibility study submitted to its state of domicile, including all 
revisions;

(3) a complete copy of the financial statement sub­
mitted to its state of domicile, certified by an independent 
public accountant, including a statement of opinion on its 
reserves for loss and its reserves for loss adjustment expenses 
prepared by a member of the American Academy of Actuaries or by 
another qualified specialist in such reserves;

(4) a copy of each examination of the risk re­
tention group, certified by the commissioner or other public 
officer conducting the examination, except that if no examina­
tion has been conducted or if one is pending, a statement to 
that effect, signed by an officer of the risk retention group, 
shall be submitted in its place;

(5) upon a form prescribed by the director, a 
statement appointing the director as its agent for the purpose 
of receiving service of legal documents or process; and

(6) such other information as the director requires 
to verify its qualification and continuing qualification as a 
risk retention group transacting or seeking to transact business 
in Alaska. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

9 0 2 5 W -2-



3 AAC 24.030. PAYMENT OF FEE. The initial registration 
fee set by 3 AAC 31. 060(a)(14) must accompany each registration 
form. The annual continuation fee set by 3 AAC 31.060(a)(15) 
must accompany each continuation application. (Eff. 8/23/89,

Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090 
AS 21.06.250

3 AAC 24.040. EXISTING OPERATION; COMPLIANCE. A risk re­
tention group transacting insurance before 8/23/89, on a risk or 
subject resident, located or to be performed in Alaska, has 60 
days after that date in which to comply with 3 AAC 24.020 and 
3 AAC 24.030. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.Co.090

#

3 AAC 24.290. DEFINITIONS. As used in 3 AAC 24.010 —
3 AAC 24.290,

(1) "risk retention group" means any entity meeting 
the definition of a risk retention group in 15 U.S.C.
3901(a)(4), as amended as of October 27, 1986 (Liability Risk 
Retention Act of 1986);

(2) "transact" means the same as in AS 21.90.900. 

(Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

Article 2.
PURCHASING GROUPS

Section 
300. Purpose
310. Filing of registration forms 
320. Payment of fee
330. Existing operation; compliance 
590. Definitions

Register 111, October, 1989 COMMERCE AND 3 AAC 24.030
ECONOMIC DEVELOPMENT 3 AAC 24.290

9025W -3-



Register 111, October, 1989 COMMERCE AND 3 AAC 24.300
ECONOMIC DEVELOPMENT 3 AAC 24.310

3 AAC 24.300. PURPOSE. The purpose of 3 AAC 24.300 —
3 AAC 24.590 is to establish, consistent with 15 U.S.C. 3901 —  
3906, as amended as of October 27, 1989 (Liability Risk 
Retention Act of 1986), a procedure for the registration of pur­
chasing groups that seek to transact the business of insurance 
in Alaska, or relative to a subject or risk that is resident, 
located, or to be performed in Alaska, and to provide for the 
payment of fees for the administrative cost of the registration 
process. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

3 AAC 24.310. FILING OF REGISTRATION FORMS. Before trans­
acting the business of insurance in this state, a purchasing 
group shall submit to the director

(1) a completed registration form that shall in­
clude the following information:

(A) the state of domicile;

(B) the dates of its incorporation and forma­
tion as a purchasing group;

(C) the complete physical address and mailing
address of

domicile;

officers;

(i) its offices in its state of

(ii) its principal place of business;

(iii) its directors and principal

(iv) all persons acting, or offering to 
act, as an agent, broker, or surplus lines broker for 
the purchasing group, including all types of licenses 
held by each person and the states in which each 
license is held;

(D) all classes or lines of insurance the 
purchasing group intends to purchase;

(E) the insurance company or risk retention 
group from which it intends to purchase insurance; and

(F) such other information including informa­
tion concerning its membership, that the director requires 
to establish its qualification and continuing qualification 
as a purchasing group;

9025W -4-



(2) upon a form prescribed by the director, a 
statement appointing the director as the purchasing group's 
agent for the purpose of receiving service of legal documents or 
process (exceot where exempted by 15 U.S.C. 3903(e), as amended 
as of October 27, 1989). (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

3 AAC 24.320. PAYMENT OF FEE. The initial registration 
fee set by 3 AAC 31.060(a)(16) must accompany the registration 
forms. The annual continuation fee set by 3 AAC 31.060(a)(17) 
must accompany each continuation application. (Eff. 8/23/89,
Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090 
AS 21.06.250

r
3 AAC 24.330. EXISTING OPERATION; COMPLIANCE. A pur­

chasing group transacting insurance before 8/23/G9 on a risk or 
subject resident, located or to be performed in Alaska, has 30 
days after that date in which to comply with 3 AAC 24.300 —
3 AAC 24.590. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

3 AAC 24.590. DEFINITIONS. As used in 3 AAC 24.300 —
3 AAC 24.590,

(1) "purchasing group" means any entity meeting the 
definition of a purchasing group in 15 U.S.C. 3901 (a)(5), as 
amended as of October 27, 1986 (Liability Risk Retention Act of 
1986);

(2) "transact" means the same as in AS 21.90.900. 

(Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

Reo .ster 111, October, 1989 COMMERCE AND 3 AAC 24.320
ECONOMIC DEVELOPMENT 3 AAC 24.590

9025W -5-



sTTvteovmm, governor

P.O. BOX DJUNEAU, ALASKA 90811-0800 PHONE: (90T) 485-2915
D E P A R T M E N T  O F  C O M M E R C E  A  

E C O N O M I C  D E V E L O P M E N T
D IV I S IO N  O F  IN S U R A N C E

DATE: June 1 6 ,  1989

TO; A l l  Admit ted I n s u i e r s ,  A gen t s ,  B r o k e r s ,
A d j u s t e r s ,  T r a in e e  A d j u s t e r s ,  S o l i c i t o r s ,  Genera l  
Agen ts ,  S u rp lu s  L i n e s  B r o k e r s ,  and S u r p l u s  L ine s  
I n s u r e r s

FROM: Paul R o l l e r
D i r e c t o r  o f  I n su r an c e

SUBJECT: R e g u l a t o r y  O rde rs  8 9 - 2  and 8 9 - 4

Both  o f  the  enc l o s ed  r e g u l a t i o n s  a r e  e f f e c t i v e  J u l y  1 ,  1.989.

Most o f  t h e  changes I n c o r p o r a t e d  in  the  r e g u l a t i o n s  a r e  s e l f -  
e x p l a n a t o r y .  A c ou p l e  o f  I t em s ,  howeve r ,  I . e . ,  t h e  new s u r p l u s  
l i n e s  f e e s  and th e  new adm i t t ed  company c o n t i n u a t i o n  f e e ,  may 
cau se  some c o n f u s i o n .

The d i v i s i o n  w i l l  be p r e p a r i n g  s u r p l u s  l i n e s  w h i t e  1 1 s t  r e g i s ­
t r a t i o n  fo rms  f o r  use p r i o r  t o  th e  n e x t  I s s u a n c e  o f  t h e  wh i te  
1 1 s t .  A c e r t i f i e d  f i n a n c i a l  s t a t em en t  w i l l  a l s o  be r e q u i r e d  1 f  
I t  I s  n o t  a l r e a d y  on f i l e .  S u r p l u s  l i n e s  compan ies  w i l l  r e ­
c e i v e  the  new fo rms as soon as the y  a r e  c om p le t e d .

Admitted companies w i l l  be a s s e s s ed  th e  new c o n t i n u a t i o n  f e e  
n e x t  March f o r  th e  y e a r  beg inn ing  J u l y  1 ,  1 9 9 0 .  The $ 1 0 . 0 0  
appo in tmen t  f e e  1s s t i l l  a p p l i c a b l e  u n t i l  t h e n .

P l e a s e  c o n t a c t  the  d i v i s i o n  i f  y ou  have any q u e s t i o n s  r e g a rd in g  
t h e s e  r e g u l a t i o n s .

PR/JB /mml266 t
061589a



D E P A R T M E N T  O F  C O M M E R C E  A  /  P.O. b o x  d
E C O N O M I C  D E V E L O P M E N T  /  Z o ^ ^ s o ^ e i i S i T ' ' ° 8 ° °

DIVISION OF INSURANCE 
ORDER 89-2

ORDER REPEALING AND ADOPTING REGULATIONS OF 
THE DIVISION OF INSURANCE

The a t t ached  one page o f  r e g u l a t i o n s ,  which r e p e a l s  a s t a t u t o r i l y  
superseded r e g u l a t i o n  r ega rd ing  the l i c e n s e  r equ i r emen ts  f o r  p roduc ing  
genei^al agen t s ,  which e s t a b l i s h e s  t h a t  e xam ina t i on  s c o r e s  a r e  v a l i d  f o r  
o r e  y e a r  f rom the t e s t  da te  and i f  l i c e n s u r e  i s  n o t  o b t a in ed  w i t h i n  
t h a t  o n e - y e a r  p e r i o d  the  a p p l i c a n t  must r e t e s t  and which r e q u i r e s
reexam ina t ion  o f  a p p l i c a n t s  who were p r e v i o u s l y  l i c e n s e d  by th e  d i v i ­
s ion  and whose l i c e n s e  was revoked f o r  any reason i s  he reby adopted and 
c e r t i f i e d  t o  be a c o r r e c t  copy o f  the r e g u l a t i o n s  t h a t  th e  D i v i s i o n  o f  
In su rance  adopts  unde r  a u t h o r i t y  ves ted  by AS 2 1 . 0 6 . 0 9 0  and a f t e r  com­
p l i a n c e  w i th  the  A d m in i s t r a t i v e  P rocedu re /^Act  (AS 4 4 . 6 2 ) ,  s p e c i f i c a l l y  
i n c l u d i n g  n o t i c e  unde r  AS 4 4 . 6 2 . 1 9 0  and 4 4 . 6 2 , 2 0 0  and o p p o r t u n i t y  f o r  
p u b l i c  comment unde r  AS 4 4 . 6 2 . 2 1 0 .

Th i s  a c t i o n  i s  n e t  expected to  r e q u i r e  an in c r e a s e d  a p p r o p r i a t i o n .

Th i s  o r d e r  t a k e s  e f f e c t  on the  30 th  day a f t e r  i t  has been f i l e d  by th e  
L i e u t e n a n t  G ov e rn o r ,  as p r o v id ed  in  AS 4 4 . 6 2 . 1 8 0 .

DATE: March £  /  , 1 9 8 9
Juneau ,  A la s k a

D i r e c t o r  o f  In su r an c e

F 1L1NG CE* T l r a A T I ° N
T ^ S t e p h e n  McA lp jne ,  L i e u t e n an t  Gove rno r  f o r  the  S t a t e  o f  A l a s k a ,  
c e r t i f y  t h a t  o n O w ^ / ^  /  , 1 9 ^  , a t  a . m . ,  I  f i l e d
the  a t t a ch ed  r e g K / a t i o n s  acc o rd ing  t o  the  p r o v i s i o n s  o f  AS 4 4 . 6 2 . 0 4 0  -  
4 4 . 6 2 . 1 2 0 .

PR /d jd9839W - l
032189c
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S t a t s  or A l a s k auwmMTMnmMJUNKAU

C E R T I F I C A T E

FOR DELEGATION OF LIEUTENANT GOVERNOR'S AUTHORITY

I,  STEPHEN McALPlNE, LIEUTENANT GOVERNOR OF THE STATE OF ALASKA, as 

authorized by AS 44.19.026, designate Hugh Malone, Commissioner of the 

Department of Revenue, as temporary custodian of the State Seel end as 

the officer to perform the Administrative Procedure Act f il in g  functions 

and the authenticating functions of the Lieutenant Governor during such 

time as I succeed to the office of Gowrnor, act as Governor, am absent 

from the state, or am otherwise unavailable at the state capital to 

perform these functions.

In the absence of Commissioner Malone, I designate U1m Sampson, 

Commissioner of the Department of Labor, to perform the functions stated 

above.

In the absence of Commissioner Sampson, I designate David Hoffmar., 

Commissioner of the Department of Community and Regional A ffa irs, to 

perform the functions stated above.



Register 110, July, 1989 COMMERCE AND
ECONOMIC DEVELOPMENT

3 AAC 23.050
3 AAC 23.070

Chapter 23.
AGENTS, BROKERS, SOLICITORS AND ADJUSTERS

3 AAC 23.050 is repealed.

3 AAC 23.050. PRODUCING GENERAL AGENTS. Repealed 7/1/89.

3 AAC 23 is amended by adding new sections to read:

3 AAC 23.070. EXAMINATION SCORES VALID FOR ONE YEAR. (a) An 
examination score is valid for one year after the date of the 
examination for a license applicant who has not completed the 
application process and who has not obtained licensure.

(b) After one year from the date of the examination, an
applicant described in (a) of this section must retake the required
examination. (Eff. 7/1/89, Register 110)

3 AAC 23.080. REEXAMINATION REQUIRED. An applicant for 
licensure who previously held a license issued by the director which 
was revoked for any reason must take any required examination for 
the type of license for which the applicant has applied as the 
director does not consider the applicant to be fully qualified and 
competent. (Eff. 7/1/89, Register 110)

Authority AS 21.06.090 
AS 21.27.060

Authority AS 21.06.090 
AS 21.27.060

JB/wfd0197R/6789a -1-



c t p  n  CTP

F
D E P A R T M E N T  O F  C O M M E R C E  &  

E C O N O M I C  D E V E L O P M E N T
DIVISION OF INSURANCE

STEVE COWPER, GOVERNOR

P. 0, BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: 1907) 465-2515

ORDER 8 9 - 4  ADOPTING REGULATIONS OF 
THE DIVIS ION OF INSURANCE

The a t t a ch ed  f o u r  pages o f  r e g u l a t i o n s ,  d e a l i n g  w i th  the  r e p e a l  and 
reenac tment  o f  3 AAC 3 1 . 0 5 0 ,  I n s u r e r  Fees  and 3 AAC 3 1 . 0 6 0 ,  
M i s c e l l a n e o u s  Fees i s  he reby  adopted and c e r t i f i e d  t o  be a c o r r e c t  
copy o f  the  r e g u l a t i o n s  t h a t  t h e  D i v i s i o n o f  I n su r an ce  adop t s  under  
a u t h o r i t y  v e s t e d  by AS 2 1 . 0 6 . 0 9 0  and a f t e r  comp l iance  w i th  th e  
A d m in i s t r a t i v e  P r o c e d u r e ^ A c t  (AS 4 4 . 6 2 ) ,  s p e c i f i c a l l y  i n c l u d i n g  
n o t i c e  unde r  AS 4 4 . 6 2 . 1 9 0  and 4 4 . 6 2 . 2 0 0  and o p p o r t u n i t y  f o r  p u b l i c  
comment under  AS 4 4 . 6 2 . 2 1 0 .

Th i s  a c t i o n  i s  n o t  expec ted  t o  r e q u i r e  an i n c r e a s e d  a p p r o p r i a t i o n .

Th is  o r d e r  t a k e s  e f f e c t  on th e  3 0 t h  day a f t e r  i t  has been f i l e d  by the  
L i e u t e n a n t  G ov e rn o r ,  as p r o v i d e d  in  AS 4 4 . 6 2 . 1 8 0 .

DATE: M n y  9  , 1989 
Juneau ,  A la ska

D i r e c t o r  o f  I n su r an c e

„  F IL ING CERTIFICATION 
H y th  /tv

T7TStephen McA lp ine ,  L i e u t e n a n t  Gove rno r  f o r  the  S t a t e  o f  A l a s k a ,
c e r t i f y  t h a t  o n __________  /  , 1 9^ 4 *  ,
a t  Q ’. o o  d .m . ,  I f i l e d  the  ^ c a c h e d  r e g u l a t i o n s  a c c o rd in g  t o  
t h e  p r o v i s i o n s  o f  AS 4 4 . 6 2 . 0 4 0  4 4 ^ 2 . 1 2 0 .

PR /dg l 4 0 7 8D -9  
050889b

R t i L i ' i t e a :  / J



S t a t s  o p  A l a s k a
U S U T V S A M T  W W WJUNtAU

C E R T I F I C A T E

FOR DELEGATION OF LIEUTENANT GOVERNOR'S AUTHORITY

I, STEPHEN McALPINE, LIEUTENANT GOVERNOR OF THE STATE OF ALASKA, is 

authoriz'd by AS 44.19.026, dtslgnat' Hugh Malone, Commissioner of the 

Department of Revenue, as temporary custodian of the State Seal and as 

the officer to perform the Administrative Procedure Act f il in g  functions 

and the authenticating functions of the Lieutenant Governor during such 

time as I succeed to the office of Governor, act as Governor, am absent 

from the state, or am otherwise unavailable at the state capital to 

perform these functions.

In the absence of Commissioner Malone, I designate Jim Sampson, 

Commissioner of the Department of Labor, to perform the functions stated 
above.

In the absence of Commissioner Sampson, I designate Oavld Hoffman, 

Commissioner of the Department of Community and Regional A ffairs, to 

perform the functions stated above.



CHAPTER 31.

MISCELLANEOUS.

Section

50. Insurer fees

60. Miscellaneous fees

3 AAC 31.050 is repealed and readopted to read:

3 AAC 31.050. INSURER FEES. The following fees are estab­

lished for insurers:

(1) application for a certificate of authority, in- 

cludin a solicitation permit and issuance of the certificate, if

issued, one-time fee of $1,000;

(2) annual continuation of a certificate of au­

thority, $500;

(3) amendment to a certificate of authority, $100;

(4) amendment to the articles of incorporation, $100;

(5) revised bylaws or amendment to bylaws, $100;

(6) filing an annual statement, $100;

Register 110, July, 1989 COMMERCE AND 3 AAC 31.050
ECONOMIC DEVELOPMENT

0176R - 1 - June 13, 1989



Register 110, July, 1989 COMMERCE AND 3 AAC 31.050
ECONOMIC DEVELOPMENT 3 AAC 31.060

(7) solicitation permit for subsequent financing,, for 

domestic insurers, $100;

(8) reinstatement of a certificate of authority,

$500. (Eff. 6/2/88, Register 106; am 7/1/89, Register 110)

Authority: AS 21.06.090

AS 21.06.250

3 AAC 31.060 is repealed and readopted to read:

3 AAC 31.060. MISCELLANEOUS FEES. (a) The following fees 

are established:

(1) application for an original resident solicitor 

license, including issuance of the license, if issued, for an 

individual soliciting on behalf of a licensed individual or firm, 

$70;

(2) annual continuation of a resident solicitor li­

cense for an individual soliciting on behalf of a licensed indi­

vidual or firm, $50;

(3) amendment to an insurance license, $20;

(4) insurance vending machine license, each machine, 

each year, $70;

0176R -2- June 13, 1989
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Register 110, July, 1989 COMMERCE AND 3 AAC 31.060
ECONOMIC DEVEIOPMENT

(5) issuance of a certification, $25;

(6) acceptance of service of process, $25;

(7) copy of an insurance report, $25;

(8) three-year rating bureau license, $300; and

(9) with respect to a license other than surplus 

lines broker, which has not been revoked, a surcharge for late 

payment of an annual license continuation fee, if payment is over­

due by

(A) 1 to 60 days, $100; or

(B) over 60 days, $200;

(10) with respect to an application to reinstate a

revoked license, if received within six months after the

revocation, the application fee plus a reinstatement fee of $500;

(11) filing of a certified annual financial statement 

by surplus lines insurer, $100;

(12) application for registration of a surplus lines 

insurer on the division’s "white list," $500;

0176R -3- June 13, 1989



(13) annual renewal of "white list" registration, $300

(14) initial registration of a risk retention group,

$ 1 , 0 0 0 ;

0 5 )  annual continuation of a risk retention group,

$ 2 0 0 ;

(16) initial registration of a risk purchasing group,

$ 5 0 0 ; a n d

(17) annual continuation of a risk purchasing group,

$ 2 0 0 .

(b) For any printed material furnished by the director and 

not otherwise described in this section, at the director's discre­

tion, the director will charge the actual cost of printing plus 

handling an. postage.

(c) For photocopies, $.25 per page if copied by division 

staff, otherwise $.15 per page. (Eff. 6/2/88, Register 106; am 

7/1/89, Register 110)

Authority: AS 21.06.090

AS 21.06.250

Register 110, July, 1989 COMMERCE AND 3 AAC 31.060
ECONOMIC DEVELOPMENT

0176R -4- June 13, 1989
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JLaramie Insurance Company Under 
Wyoming Seizure Order

Purchasing group insurers continue to experience difficul­
ties. In Wyoming, Laramie Insurance Co. was placed under a 
Seizure Order and Injunction issued January 23 by a Wyoming 
District Court. Under the Order, which freezes all books, 
records and assets of the carrier, Laramie cannot write any 
new or renewal business or pay any claims. The Wyoming 
Acting Insurance Commissioner, Ralph E. Thomas, has also 
requested an order for receivership. Laramie has twenty days 
to consent to or contest such request. If Laramie contests it, 
there will be a hearing. If it does not, the receivership order 
will be entered by default. Laramie’s Intentions were unknown 
at press time.

According to John McBride, attorney with the Wyoming 
Department of Insurance, the Seizure Order was rcquestcu after 
conducting an examination of Laramie’s books and records 
which showed that the Wyoming-domiciled carrier was dcfi- 
cent  in the $4 million of capita! and surplus required by 
Wyoming law for a multi-line carrier. McBride declined to say 
by how much it was deficient, but said it was ‘‘substantial."

Laramie’s problems follow close on the heels of the recent 
difficulties of Commercial General and Oxford Indemnity, also 
Wyoming carriers, both placed in receivership and ordered 
liquidated in the last several months (see RRRs, Sept., Oct., 
Dec. 1989). For more information, contact John McBride, 
Wyoming DOI, at (307)777-6896.

American Insurance & Indemnity Co. 
Placed In Rehabilitation

American Insurance & Indemnity Co. (AIIC), previously 
under a Seizure Order issued by a Kentucky Court (see RRR, 
Jan.’90) has now been placed in rehabilitation. Under the 
rehabilitation order, all officers of (lie company have been 
relieved of their duties, effective January 18 while policies 
remain in force and effect pending a final determination on 
whether the carrier can be rehabilitated or will be liquidated.

The Order for Rehabilitation is based upon grounds as­
serted in the Petition filed by Kentucky Insurance Commis-

A Publication o f  Insurance Communications D e p a r tm e n t  ol , i : > ,  1990
Economic Developing  

Division cl insurance 
sioner, Leroy Morgan. Among the grounds alleged are the 
wrongful diversion of AIIC assets in 'he amount of 51,499,116 
to AIIC’s holding company. In addition, the Petition states 
that AIIC “is or is about to become insolvent,” and cites a 
negative surplus as regards policyholders in the amount of 
51,165,780 as reported on AIIC's financial statement for the 
third quarter of 1989. Among other allegations included in the 
Petition are failure to produce books and records by the 
requested dale and failure to produce adequate records to 
examine the transaction of its business as required by Kentucky 
law.

Allhi jgh AIIC officials agreed to the Order of Rehabilita­
t ion, they did not admit to the allegations of the Petition. For 
further information, contact Patrick Walts, attorney, Kentucky 
DOI at (502)564-6032.

Georgia Requires RRGs To Comply 
With Its Unauthorized Insurers Act

The Georgia Insurance Department recently notified all 
risk retention groups providing coverage to members in Geor­
gia that compliance with the Georgia Unauthorized Insurers 
Act is required, including provisions specifying the minimum 
capital and surplus for an eligible surplus lines insurer as well 
as those requiring all risks be placed through a Georgia surplus 
lines broker.

The National Risk Retention Association, in a .letter writ­
ten by its Legislative Counsel, Michael J. Mullen of Crowell 
& Moring in Washington, D.C., challenged the authority of 
the Georgia DOI to take such action. Asserting that the Risk 
Retention Act clearly preempts a risk retention group from 
state surplus lines laws, Mullen cites the Report of the Senate 
Committee on Commerce, Science and Transportation in sup­
port of NRRA’s position, which says that, “Whether a group 
is in a hazardous financial, condition is to be determined in 
accordance with the general actuarial principles ... and not the 
capital and surplus requirements of a particular state.”

Under the Georgia directive, all risk retention groups must 
meet the requirements of its Unauthorized Insurers Act within 
30 days or cease doing business in Georgia. NRRA asserts 
that this position is incorrect because, under the supremacy 
clause of the Constitution, federal rules for a risk retention

February 15 ,1990 •1- Risk Retention Reporter
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group preempt the application of the requirements of the 
Georgia Unauthorized Insurers Act.

O u t -Of-Stat:e RRGs To Pay Vermont 
Registration Fees Effective Feb. 1

Effective February 1, out-of-stale risk retention groups will 
be required to pay a one-time, non-refundable $200 registration 
fee upon submitting their feasibility study or plan of operation 
to the Vermont Dept, of  Banking and Insurance. If the RRG 
is placed on the Vermont list, the RRG will then be required 
to pay an additional $300 annual listing fee. Also required is 
a $100 annual statement filing fee. Thus, non-domiciled RRGs, 
after paying the initial $200 fee, will be required to pay $400 
annually to comply with the new requirement.

There is, however, a retaliatory aspect to the measure 
which permits fees in excess of those set foith. According to 
Carol Carbo, spokcspersun for the Vermont Department, if a 
state charges Vermont-domiciled RRGs more than Vermont 
charges for oul-of-slate RRGs, then Vermont will adjust its 
fees to parallel what the other state charges Vermont RRGs.

R isk  Retention Roundup
Following a holiday lull, risk retention activity has picked 

up. This month, 11 new purchasing groups and one new risk 
retention group were added to RRR listings, bringing the total 
number of purchasing groups to 405 and the total number of 
risk retention groups to 67.

Included in the types of risks for which these new pur­
chasing groups are providing liability coverage are wholesalers, 
title agents, escrow agents and abstractors, bankruptcy and 
commercial lawyers, nurse anesthetists, and members of the 
oil and natural gas industry.

At least two of the purchasing groups were formed out of 
existing associations —  Colorado Oil and Gas Association, a 
Risk PG (CO) and Bankruptcy and Commercial Lawyers PG, 
Inc. (IL).

Colorado Oil and Gas Assn., a Risk PG was formed from 
Denver-based Colorado Oil and Gas Assn. (COGA), a trade 
association serving those engaged in exploration, development 
and production of oil and natural gas in Colorado. Although 
members of the purchasing group reside in Colorado where 
most of the risks arc located, some risks arc also found in 
other slates. A similar purchasing group was formed for the 
Kansas Oil and Gas Association In both cases, Insurance 
Management Association Inc., (IMA) with offices in Colorado 
and Kansas, provides safety engineering, risk management and

educational programs for members. While there are no imme­
diate plans to form a risk retention group, Robert Cohen, based 
in IMA’s Denver office, s a , « that formation of an RRG in the 
future is a possibility. Lloyd’s underwriters and London & Hull 
Maritime Insurance Co. (Eng.) arc providing commercial 
general liability, umbre 'a and excess coverage for the purchas­
ing group. For more information on COGA contact Robert 
Cohen at (303) 293-8888.

Bankruptcy and Commercial Lawyers, PG, Inc. (IL) was 
formed from an old, established association — the Commercial 
Law League of America. One of the motivations in forming 
the purchasing group was the desire to capitalize on the more 
favorable loss experience of bankruptcy and commercial 
lawyers as compared to higher risk specialties. Massachusetts- 
domiciled New England Insurance Co. is providing profes­
sional liability for the purchasing group. For more information 
contact David Webster at (617) 482-3100.

State by State Analysis of Purchasing 
Group Requirements in PROFILE

Drafters of the Risk Retention Act hoped the legislation 
would bring uniformity to stales in regulating risk retention 
groups and pr*chasing groups, but the reality has been dif­
ferent — particularly for purchasing groups and their insurers. 
As purchasing group organizers have discovered, purchasing 
groups arc subject to varying, and often conflicting, regulatory 
requirements, depending upon the state with which the entity 
is dealing.

In this month’s Profile, Beth Kravetz, a Washington, D.C- 
based attorney specializing in insurance and risk retention, 
makes a comprehensive slatc-by-state analysis of rcgulamry 
requirements for purchasing groups. Kravetz’ in-depth article 
also discusses practical issues involved in forming purchasing 
groups as well as how to shepherd them through the state 
regulatory process. (See page 4.)

N ew  RRG For Hospitals Formed
A new Vermont-domiciled risk retention group providing 

hospital professional liability has been licensed. Formed by a 
group of nine Florida hospitals and Edgcwater Management 
Services Co., Inc., a subsidiary of the South Florida Hospital 
Association, Hospital Liability Risk Retention Group, Inc., will 
be available nationwide. According to Fran Everett, President 
of Florida-based Frank B. Hall Health Care Risk, Inc., which 
provides marketing, underwriting, claims and data administra­
tion for the RRG, a strong risk management program, called
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