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

EC O N O M IC  D E V E L O P M E N T
DIVISION OF INSURANCE

The Honorable Dave Donley 
Alaska House of Representatives 
Room 122, Capitol 
P.O. Box V
Juneau, Alaska 99811 

re: HB 425

Dear Representative Donley,

The enclosed article appeared in the February 10, 1992 issue of "Insurance 
Week." As you can see other states are going through the same process we 
are and are very aggressive about it.

Of particular concern is the highlighted portion at the end of the article 
which points out that Washington "could be in even better shape - and 
ahead of its insurance-department brethren in the West - by the end of the 
summer." Alaska already loses a significant amount of its market to 
Outside brokers and we hope to reverse that trend with the passage of HB 
425 and the national accreditation which the bill will allow us to seek.

Your committee is, of course, very busy with many pieces of critical 
legislation. However, prompt consideration of HB 425 will allow us to get 
a spot on the NAIC accreditation team's schedule for this year. Delay may 
mean that we will not be on the schedule for this year, thus fulfilling the 
prophecy of the Washington department to the detriment of Alaskan 
businesses and consumers.

Please consider early scheduling and passage of HB 425. As always, if you 
have any questions or if I can ever be of service, please do not hesitate to 
contact me.

W A L T E R  J .  H IC K E L ,  G O V E R N O R

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

February 24, 1992

S incere ly ,

David J. Walsh

08-H11LH primed on i(.‘cycled paper b y C.D.



If Legislation Passes, Accreditation Could fry 

Wash. DOI Aims for Billing as Part of NAIC’s Solvency Police
By Richard Rombeck 
Editor

OLYMPIA, Wash. —  II is a process that 
could contain all the rigors of a doctoral 
dissertation combined with (lie pain and 
suffering of a root canal.

Bring it on, says the Washington De­
partment of Insurance, rigor, pain, suffer­
ing and all. The DOI is gearing up to have 
its operations, procedures, regulations — 
heck, even its working papers — placed 
undera microscope by a team slone-tum- 
crs from the National Association of In­
surance Commissioners.

The Washington DOI is aiming to re­
ceive the NAIC stamp of approval and 
membership in the association’s Finan­
cial Regulation Standards and Accredita­
tion Program, designed to give slate in­
surance departments tho regulatory 
mechanisms and teeth to effectively 
monitor insurer solvency.

“Frankly," says Washington Insurance 
Commissioner Richard Marquardl, 
sounding a hit like a man facing a thrcc- 
fool-long needle filled with Novocain, 
“we want it, we need it, we want to get it 
done."

They arc about six months, one piece 
of legislation and a passing grade on the 
onerous NAIC exam away from gelling 
with the program. Optimism is reason­
ably high at the DOI that the department 
will soon join the nine states currently 
accredited in the NAIC's insurer-sol- 
vency-regulation program.

None of those slates is in the West, and 
Washington seems the besl bet from the 
region to be the first to obtain thumbs up 
from the NAIC. But despite the appear­
ance of being a little ahead of die game, 
Washington DOI officials know that time 
is of the essence.

After Jan. 1,199-1, states that have been 
accredited by the NAIC will no longer 
accept the results of financial-solvcncy 
examinations conducted by non-accrcd- 
ited states. As such, carriers domiciled in 
non-accrcditcd states could be refused 
authority to sell insurance in accredited 
slates or be subject to rcaudit, likely at 
the insurers’ expense, by accredited 
states.

The key element for most states in 
the accreditation process is passing 
legislation to establish minimum NAIC 
financial-regulation standards. Some 
Western slates — Oregon, Montana and 
Nevada —  won't have legislative ses­
sions in 1992, which essentially means 
that those stales face In all-or-nothing 
fjght during the 1993 lawmaking ses­
sion to get the needed statutes in place 
for NAIC accreditation time to meet 
the Jan. 1, 1994, deadline.

Fortunately for the Washington DOI,

the stale legislature convenes in 1992 
and 1993, providing two opportunities to 
pass the necessary bill. But Scott Jarvis, 
deputy insurance commissioner and leg­
islative liaison, wants to gel. it done this 
session.

"We don't want lo wait another year," 
Jarvis said. “If we miss something, we 
have a year lo fine-tune it" with legisla­
tion in 1993.

The DOI has introduced a 144-page hill
— “most of it. Is existing law with amend­
ments added," Jarvis says — that, ir 
passed, would bring the Washington de­
partment up lo speed on the 19 areas or 
laws and regulations Ihul encompass the 
NAIC financial standards.

Of those 19, the DOI is asking for 
slatulorial revision of 11, including regu­
lations relating to holding companies, 
producer-controlled properly/casually in­
stil '.’is, reinsurance intermediaries, man­
aging general agents, exams and exami­
nation authority, capital and sundus re­
quirements, risk limitation, valuation or 
investments, receiverships, liabilities and 
reserves, and risk retention.

Marquardt says he tells legislators that 
lire crux of the bill’s provisions is lo “keep 
money in the company where it belongs," 
so that when tin* need arises, claims can 
be paid.

Roger I’olzin, deputy insurance com­
missioner in charge of management ser­
vices, says the bill has no fiscal impact 
during the current biennium. (During the 
nuxthiennium, Hie DOI would need funds 
lo hire three additional cxnmincis.)

At this point, the department’s legisla­
tion has “no opposition that we know of 
to the concept," Jarvis says, explaining 
that some specific elements of the bill 
may require negotiation, but that the DOI 
will attempt to adhere as closely its pos­
sible lo I he NAIC standards.

"Tho industry has been generally sup­
portive," Jarvis says. “There’s no logical 
reason it shouldn’t go through."

l/)gic and legislatures, however, often 
are mutually exclusive, but DOI staiTers 
at this point are expecting lo be able lo 
welcome an NAIC review team to Olym­
pia sometime this summer.

H the review team does come to Olym­
pia— something I hat. won't happen irthe 
bill doesn't pass — the DOI’s examina­
tion practices and procedures, as well as 
the quality and quantity of its financial- 
examinalion staffing will lie probed in 
depth.

“We're fortunate to be in good shape in 
these areas," I’olzin said.

Ifall goes well, the Washington DOI could 
be in even Ixdler shape —  and ahead of its 
insurance department brethren In the West.
— by the end of U ic summer.
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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
TO: Dave Walsh date: February 21, 1992

Direc tor
Division of Insurance

SUBJECT: A m e n d m e n t s

from: Stan Garlington SB 376
Insurance Market  Analyst 
Division of Insurance 
Department of Commerce

and Economic Development

Summary o f Proposed Changes 
T h i r d  P a r t y  A d m i n i s t r a t o r  R e g i s t r a t i o n
The A m erican  Council  of  Life Insurers  reques ted  tha t  third party 
administrators be licensed more in line with the NAIC Model Third Party 
Adminis trator Statute rather than as managing general agents. The division
was able  to deve lop  accep tab le  consensus  language  for third party 
administrator registration Changes 1, 3, 4, 7, 9, 10, II ,  17, and 19 iinpliment 
this addition.

A t t o r n e y - i n - f a c t  L ic e n s e
Concern expressed regarding the lack of specifics in the proposed bill has
been addressed by providing licensing procedures and qualif ications. The 
effective date  of  the license requirement has been changed to 1/1/94 to
accommidate a smooth transition. Changes 13, 14, and 20.

P r e m i u m  R e f u n d
Language is clarified that the 30 days begins 30 days from receipt of the 
request for cancellation or the effective date of cancel lat ion, which ever is 
later. Change 12.

M a n d a t o r y  A p p r a i s a l
Language is changed to address legislative concerns and public testimony 
before House Labor and Commerce. Change 15.

Misc  C l e a n u p
Changes 2, 5, 6, 8, 16 and 18



DOI
2 / 2 1 / 9 2

AMEMBMEMI
OFFERED IN THE SENATE

TO: SB 376

1 .  Page 34, line 23, after "who":

Insert:  "for  res idents  of this state, or for residents of another 
jurisdiction from a place of business in this state, performs administrative 
func t ions  such as c la im s ad m in is t r a t io n  and paym ent ,  m arke t ing  
administrat ive functions, premium accounting, premium billing, coverage 
verification, underwrit ing authority, or cert ificate  issuance only in regard 
to life insurance, disability insurance, or annuities is not required to be
addit ional ly  l icensed as a managing genera l  agent  if the person is
registered under this chapter  as a third par ty  adm inis t ra tor  or only 
investigates and adjusts claims and is licensed under this chapter as an
independent  adjuster."

Delete :  " p e r fo rm s  ad m in is t ra t iv e  f u n c t io n s ,  in c lu d in g  c la im s
administrat ion and payment,  marketing administra t ive  functions, premium 
accounting, premium billing, coverage verification, underwrit ing authority, 
or certificate issuance in regard to insurance as a third-party administrator 
shall be licensed as a managing general agent unless the person only 
investigates and adjusts claims and is licensed under this chapter as an
independent  adjuster ."

2 .  Page 66, line 30, after "bond"

Delete  "with adm it ted  insurers  au th o r ize d  to t ransact  surety 
in su rance"
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3 .  Page 73, line 8,

Insert: " S e c .  . AS 21.27 is amended by adding a new
section to read:

ARTICLE 4. THIRD PARTY ADMINISTRATORS.
Sec. 21.27.640. REGISTRATION REQUIRED, (a) A person may not act 

as or represent to be a third party administrator in this state or relative to 
a subject  resident, located,  or to be performed in this state unless 
r e g i s te red  un de r  th is  c h a p te r  or by a n o th e r  j u r id i c t i o n  under
AS 21.27.660. A person may not act as or represent to be a third party
administrator representing an insurer domiciled in this state regarding a 
risk located outside this state unless registered by this state.

(b) A third party administrator may not transact business for a kind
or class of insurance for which the person is not registered.

(c) A person who performs adm inis t ra t ive  functions,  including 
c laims administra t ion and payment,  market ing  adminis t ra t ive  functions, 
premium accounting, premium billing, coverage  verif ication,  underwriting 
authority, or certif icate  issuance in regard to insurance as a third party 
administrator shall be registered as a third party administrator unless the 
person only inves t iga te s  and adjusts  c la im s and is licensed under 
AS 21.27 as an independent  adjuster.

(d) A third party administrator may not use a fictitious name or
alias unless the licensee's legal name and fictitious name or alias are on the 
reg is t ra t ion .

(e) A person who is an employee of an admitted insurer, who acts
within the course and scope of  that employment,  and within the scope of
the insurer's certificate of authority is not required to be registered under 
this section.

(f) A person who performs management  services for an admitted
insurer is not required to be registered as a third party administrator if 
the person's compensation is not based on the volume of premium written 
and the person

(1) is a wholly-owned subsidiary of the admitted insurer;
(2) wholly owns the admitted insurer;
(3) is a wholly-owned subsidiary of the insurance holding 

company that owns or controls the admitted insurer;



(4) is a United States manager of the United States branch of 
an alien admitted insurer; or

(5) is the manager of  a group, association, pool, or organization 
o f  admitted insurers that does jo int  underwrit ing if it is subject  to
examination by the authorized insurance regulator in the state in which 
the person's principal place of business is located.

(g) A credit union or a financial institution subject to supervision or 
examination by federal or state banking authorities, or a mortagage lender, 
that  performs no functions other than advancing premiums to the insurer
and collecting a debt from the insured is not required to be registered as a 
third party administrator

(h) A credi t card issuing company that performs no functions, 
including adjustment or se t tlement of claims, other than advancing and 
collecting premiums from its credit card holders who have authorized 
collection is not required to be registered as a third party administrator

(i) A person who exclusively  provides services  to bona fide
em ployee  benefi t  p lans that  a re  establ ished by an em ployer  or an
employee organization, or both, for which the insurance laws of this state 
are preempted under the Employee Retirement Income Securi ty  Act of 
1974, is not  required to be addit ionally  regis tered as a third party
administrator if the person certifies to the director on or before February 1 
of each year its exempt status.

(j) A third party administrator shall
(1)  app ly  fo r  r eg i s t ra t ion  under  the p ro c e d u re s  of

AS 2 1 .2 7 .0 4 0 ;
(2)  ren e w  its r eg i s t r a t io n  under  the  p ro c e d u re s  of

AS 21.27.380; and
(3) be subject  to hearings and orders on violations; denial,  

nonrenewal,  suspens ion ,  or revocat ion  of  regis tra t ion;  penalties;  and 
su r r e n d e r  o f  reg is t r a t io n  und e r  the p ro ced u res  of AS 21 .2 7 .4 05 -  
2 1 .2 7 .46 0 ;

Sec. 21.27.650. THIRD PARTY ADMINISTRATOR QUALIFICATIONS,
(a) For the protection of the people of this state, the director may not issue 
or renew a registration except in compliance with this chapter and may not 
issue a registration to a person, or to be exercised by a person, found by 
the director to be untrustworthy, incompetent, financially irresponsible, or
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who has not established to the satisfaction of the director that the person 
is qualified under this chapter.

(b) To qualify for issuance or renewal of a registration, an applicant 
or registrant shall comply with this title and

(1) be a trustworthy person;
(2) have active working experience in administrative functions 

which, in the director's opinion, exhibits the ability to competently perform 
the administrat ive functions of a third party administrator;

(3) not have committed an act that  is a cause for denial,  
nonrenewal,  suspension,  or revocation of a registration in this state or 
another  jurisdic tion;

(4) if a corporation or partnership,
(A) maintain a lawfully established place of business as 

described in AS 21.27.330 in this state, except as provided in
AS 2 1 .2 7 .2 7 0 ;

(B) disclose to the director  all officers, directors, or
partners,  and whether  or not they are licensed in this state or
another  jurisdic tion;

(C) designate an officer or partner responsible for the 
firm's compliance with the insurance statutes and regulations of this 
s ta te .
(5) provide in or with its application

(A) all basic organizational documents of the third party 
adminis t ra tor ,  including any art icles of  incorporation,  articles of
assoc ia t ion ,  partnership ag reem ent ,  t rade name cer t if ica te ,  trust  
agreement, shareholder agreement  and other applicable documents
and all endorsements to such documents;

(B) the bylaws, rules, regulations or similar documents
regulating the internal affairs of  the administrator;

(C) the names, mail ing addresses, physical addresses,
official positions, and professional qualifications of persons who are 
r e s p o n s ib le  for  the co n d u c t  of  a ffa i rs  of  the th ird  party  
administrator; including all members of the board of directors, board 
o f  t rus tees ,  executive  com m it tee  or o ther  governing board or
committee; the principal officers in the case of a corporation or the 
partners or members in the case  of  partnership or association;
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shareholders holding directly or indirectly 10 per cent or more o f  the 
voting securit ies of the third party administrator;  and any other 
person who exercises control or influence over the affairs of the third 
party administra tor ;

(D) certified financial statements for the prior two years 
p repared  by an independent  cer t i f ied  public  accountant  which 
establish that the applicant is solvent, that the applicant 's system of 
accounting, internal control, and procedure is operating effectively to 
provide reasonable assurance that money is promptly accounted for 
and paid to the person enti t led  to the money, and any other 
information that the d irector  may require  to review the current  
financial condition of the applicant; and

(E) a statement describing the business plan including 
information on staffing levels and activities proposed in this state 
and in other jurisdictions and providing details establishing the third 
party administrator 's  capability for providing a sufficient number of 
experienced and qualified personnel in the areas of claims handling, 
underwrit ing, and record keeping;

(6) provide to the director documents necessary to verify the 
statements contained in or in connection with the application;

(7) notify the director within 30 days in writing by certified 
mail of a change in principal or manager, residence, place of business, 
mailing address, phone number; suspension or revocation o f  an insurance 
license or registration by another state or jurisdiction; or a conviction of a 
misdem eanor  or felony of the third party administrator ,  its officers ,
directors, partners, owners, or employees; and

(8) provide the director on January 1, April 1, July 1, and
October 1 of each year

(A) a list of cu rren t  em ployees ,  iden t i fy ing  those
transacting business in this- stat? or upon subjects resident, located or 
to be performed in this state;

(B) a list of current insurers under contract; and
(C) other information the director may require.

(c) The d i rec to r  may adopt  regula tions establishing addit ional  
education or experience requirements for applicants or registrants under
this chapter.

5



(d) The d irec tor  may require  that  a third party administrator
m a in ta in

(1) a bond as described in AS 21.27 .190 in an amount
acceptable  to the d i rec to r  and condit ioned in that the third party
administrator will conduct business as required by this title; and

(2) an errors and omissions insurance policy acceptable to the
direc tor .

(e) If  the director finds that the applicant or registrant is qualified
and that application,  registration, or renewal fees have been paid, the 
director may issue or renew the registration.

Sec. 21.27.660. OPERATING REQUIREMENTS FOR THIRD PARTY 
ADMINISTRATORS, (a) An insurer may not transact business with a third 
party administrator  unless

(1) the insurer holds a certificate of authority in this state;
(2) the third party administrator  is registered under this

chapter or, when the third party administrator  is operating only for a
foreign insurer, is registered as a third party administrator  by the third 
party administrator 's  res ident  insurance regu la to r  in a state that the
director has determined has enacted provisions substantia l ly  similar  to 
those contained in AS 21.27.640 - 21.27.660 and that  is accredited by 
the National Associa tion of  Insurance Commissioners ,  if the third party 
administrator provides the director on January 1, April 1, July 1, and
October 1 of each year

(A) a list of  current  em ployees ,  identify ing those
transacting business in this state or upon subjects resident, located or 
to be performed in this state;

(B) a list of current insurers under contract; and
(C) other information the director may require.

(3) a w r i t te n . contract is in effect between the parties that
establishes the responsibilities of each party, indicates both party's share 
of responsibility for a particular  function, and specifies the division of 
responsib i l i t ies ;

(4) a written contract between an insurer and a third party
administrator contains the following provisions;

(A) the insurer may terminate  the contract for cause
upon wri t ten  not ice  sent by cert if ied mail to the third party
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administrator  and may suspend the underwri t ing authority of the 
third party administra tor during a dispute regarding the cause for 
termination; but the insurer must fulfill all lawful obligations with 
respect to policies affected by the written agreement,  regardless of 
any dispute between the insurer and the third party administrator.

(B) the third party administrator shall render accounts to 
the insurer detailing all transactions and remit all money due under 
the contract to the insurer at least monthly;

(C) all money collected for the account of an insurer shall 
be held by the third party administrator in a fiduciary account as 
described under A-S 21.27.360;

(D) the third party administrator shall comply with all
applicable fiduciary account statutes and regulations;

(E) a fiduciary account shall be used for all payments on 
behalf of the insurer;

(F) the third party administrator may not retain more
than three months est imated claims payments  and allocated loss 
ad jus tment  expenses;

(G) the third party administrator shall maintain separate
records for each insurer in a form usable by the insurer; the insurer 
or its authorized representative shall have the right to audit and the 
r ight  to copy all accounts  and records related to the insurer’s 
business; the director, in addition to authority granted in this title, 
shall have access to all books, bank accounts, and records of the third 
party adminis t ra tor  in a form usable to the director; any trade
secrets contained in books and records reviewed by the director,
in c lu d in g  the id en t i ty  and add resses  of  p o l ic y h o ld e r s  and
cert ificateholders , shall be kept confidential, except that the director
may use the information in a proceeding instituted against the third
party administrator or the insurer.

(H) the contract may not be assigned in whole or in part 
by the third party administrator;

(I) if the contract permits the third party administrator
to do underwriting, the contract must include the following:

(i) the third party adm in is t ra to r 's  maximum
annual  premium volume;
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(ii) the rating system and basis of the rates to be
charged ;

(iii) the types of risks that may be written;
(iv) maximum limits of liability;
(v) applicable exclusions;
(vi) territorial limitations;
(vii) policy cancellation provisions;
(viii) the maximum policy term; and
(ix) that the insurer shall have the right to cancel

or not renew a policy of insurance subject to applicable state
law;

(J) if the contract permits the third party administrator
to settle claims on behalf of the insurer, the contract must  include 
the following:

(i) written settlement authority must  be provided
by the insurer and may be terminated for cause upon the 
insurer’s written notice sent by certified mail to the third party 
administrator or upon the termination of the contract,  but  the 
insurer may suspend the settlement authority during a dispute 
regarding the cause of termination;

(ii) claims shall be reported to the insurer within
30 days;

(iii) a copy of the claim file shall be sent to the
insurer upon request or as soon as it becomes known that the
claim has the potential to exceed an amount determined by the 
director or exceeds the limit set by the insurer, whichever is 
less; involves a coverage dispute; may exceed the third party 
administrator 's  claims settlement authority; is open for more 
than six months; involves extra contractual allegations; or is
closed by payment in excess of an amount set by the director 
or an amount set by the insurer, whichever is less;

(iv) each party to the contract shall comply with 
unfair claims settlement statutes and regulations;

(v) transmission of electronic data must occur at
least monthly if electronic claim files are in existence; and
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(vi) claim files shall be the sole property of the 
insurer; upon an order of liquidation of the insurer, the third 
party administrator  shall have reasonable  access to and the 
right to copy the files on a timely basis;

(K) the contract may not provide for commissions, fees, 
or charges contingent  upon savings effected in the adjustment,  
se t t lem en t ,  and paym en t  o f  losses  covered  by the insurers  
o b l ig a t io n s ;  but a th ird  pa r ty  a d m in i s t r a to r  may rece ive  
perform ance-based  compensation for provid ing  hospital or other 
auditing services or may receive compensation based on premiums 
or charges collected or the number of claims paid or processed;

(L) if the insurer is domiciled in this state or the third 
party administrator has a place of business in this state, a copy of the 
contract must be filed with and approved by the director at least 30 
days before  the third party adm in is t ra to r  transacts business on 
behalf of the insurer; and

(M) if the contract is not required to be approved in 
advance  by the d irec tor ,  the in su re r  shall provide  wri t ten 
notif ication to the director within 30 days of the entry into or 
termination of a contract with a third party administrator; the notice 
must  include a statement of duties to be performed by the third 
party administrator on behalf of the insurer, the kinds and classes of 
insurance for which the third party administ rator has authorization 
to act, and other information required by the director.
(b) If the contract  provides for the third party administrator to 

receive or collect premiums, payment by or on behalf of the insured of 
premiums for insurance to the third party administrator shall be deemed 
to have been received by the insurer; payment  of return premiums or 
claim payments forwarded by the insurer to the third party administrator 
shall not be deemed to have been received by the person entitled to the 
money until the payments are received by the insured or claimant; nothing 
in this subsection limits the rights that the insurer may have against the 
administ ra tor resul t ing from the fai lure of the administrator to make 
payments to persons entitled to money.
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(c) Policies, cert if icates ,  booklets, termination notices or other 
written com m unica t ions  del ivered  by the insurer to the third party
administrator for delivery to the insured or covered individuals shall be 
delivered by the third party administrator within 10 days after receipt of 
instructions from the insurer to deliver them.

(d) When the services of a third party administrator are utilized, the 
third party adm in is t ra to r  shall provide a written not ice  approved in 
writing by the insurer to a covered person advising the person the identity 
and relationship am ong  the third party administrator ,  the policyholder,
and the insurer;

(e) The third party administrator may not
(1) bind reinsurance or retrocessions on behalf of the insurer;
(2) c o m m i t  the insurer  to pa r t ic ipa te  in insurance  or

reinsurance syndicates;
(3) appoin t  a subagent unless the scope of the subagent's

license as an in su rance  producer  includes the kinds and classes of 
insurance for which the subagent is appointed and there is in effect a
written agency agreem ent  that specifically sets out the duties, functions, 
powers, authority, and compensation of all parties to the contract;

{4', pay or commit  the insurer to pay a claim, net of
reinsurance, the amount  of which exceeds one percent of the insurer's
policyholder's surplus as of  December 31 of the last completed calendar
year without the prior written approval of  the insurer for the settlement 
and the approval is received after the insurer has been notified in writing 
that the claim se t t lem ent  will exceed one percent  of the insurer 's
policyholder's surplus as of December 31 of the last completed calendar
year;

(5) collect a payment from a reinsurer or commit the insurer to 
a claim settlement with a reinsurer without prior written approval of the 
insurer, but if prior written approval is given, a complete  report must be 
forwarded to the insurer within 30 days;

(6) serve on the insurer's board of directors;
(7) joint ly  employ an individual who is employed by the

insure r ;
(8) de legate  third party administrator  authority to another

person;



(9) solicit applications for insurance or renewals of insurance 
directly through employees or by appointments of insurance producers as 
its subagents under the procedures of AS 21.27.100 - 21.27.110 unless its 
employees or the insurance producers are licensed for the kinds or classes 
of insurance and the solici tation or renewals are within the scope of 
au thori ty  g ranted  by the insurer  con trac t ing  with the third party 
administrator; or

(10) advertise the business underwritten by an insurer unless 
the advertising has been approved in writing by the insurer in advance of 
its use.

(f) In a form acceptable to the director, a third party administrator 
shall annually provide and an insurer shall annually  obtain a copy of 
certified financial statements prepared by an independent certified public 
accountant of each third party administrator with which the insurer has 
done business.

(g) In addition to any other required loss reserve certification, if a 
third party adm in is t ra to r  es tab l ishes  loss reserves,  the insurer shall 
annually obtain the opinion of an independent qualif ied actuary attesting 
to the adequacy of loss reserves established for losses incurred and
outstanding on business produced by the third party administrator.  The 
insurer retains an independent  responsibili ty to de termine the adequacy 
of its loss reserves ,  including  those es tab l ished  by its third party
a d m in is t r a to r s .

(h) If a third party administrator provides services for more than 
100 certificateholders on behalf  of an insurer, the insurer  shall at least 
semiannually conduct  a review of the opera t ions  o f  the third party
administrator, at least one of which must be an on-site review.

(i) A third party administrator shall maintain records as described 
in AS 21.27.350.

(j) An insurer may not appoint to its board of directors an officer, 
d i rec tor ,  e m p lo y e e ,  s u b a g e n t ,  in surance  p ro d u c e r ,  or  co n tro l l in g  
shareholder of its third party administrator.

(k) An actual or apparent ly  authorized act of  the third party
administrator is considered to be the act of the insurer upon whose behalf 
the third party administrator is acting.

1 1



(1) A. third party administ ra tor may be examined by the director
under AS 21.06.120 as if it were the insurer.

(m )  If the d i r e c to r  d e te rm in e s  a f te r  a hear ing  under
AS 21.06.170 - 21.06.240 that a third party adminis t ra tor  caused loss
arising out of  a violation of AS 21.27.640 - 21.27.660 to an insurer, the
director may order the third party administrator to reimburse the insurer,
the rehab i l i ta to r ,  or the l iq u id a to r  of the insurer  for the loss.
Reimbursement ordered under this subsection is in addition to any other
liability of the third party administrator and does not affect the rights of a
policyholder, claimant, creditor, or third party.

(n) In addition to- any other penalty provided by law, a person who 
v io la tes  this section is su b je c t  to the pena l t ie s  p rov ided  under  
AS 21.27.440 and an insurer's certificate of authority may be suspended 
or revoked."

4 .  Page 73, line 8, after "ARTICLE":

Insert: "5"
Delete: "4"

5 .  Page 73, line 16, after "(1)"

Delete "an in-force, unimpaired"

6 .  Page 73, line 16, after "bond"

Delete  "with admit ted  in su re rs  au thor ized  to t ransac t  surety 
in su rance"

7 .  Page 77, line 14, after "ARTICLE":

Insert: "6"
Delete: "5"

12



Delete  "with  admit ted  insurers  au tho r ized  to t ransac t  surety  
in su ran ce"

8 . Page 77, line 30, after "bond"

9 .  Page 84, line 19, after "ARTICLE":

Insert: "7"
Delete: "6"

1 0 .  Page 87, line 10, after "ARTICLE":

Insert: "8"
Delete: "7"

1 1 .  Page 90, line 9, after "ARTICLE":

Insert: "9"
Delete: "8"

1 2 .  Page 114, line 11

Insert " (A) within 30 days of receipt of  the request for cancellation 
or the effective date of cancellation, which ever is later, on a policy not 
subject to audit; or

(B) within 30 days completion of an audit; the insurer shall 
perform and complete an audit within 30 days of receipt of the request for 
cancellation or the effective date of cancellation, which ever is later, unless 
the audit cannot  reasonably be completed using due diligence and the 
insured is advised  in wri ting of  the reason why addit ional  time is 
necessary to complete the audit and when the audit will be completed. 

Delete " (A) within 30 days on a policy not subject to audit; or
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(B) within 30 days of complet ion of an audit; the insurer 
shall perform and complete an audit within 30 days unless the audit 
cannot reasonably be completed using due di ligence and the insured is 
advised in wri t ing of the reason why addit ional  time is necessary to
complete the audit and when the audit will be completed.

1 3 .  Page 129, line 13, after "ATTORNEYS-IN-FACT"

Insert "(a)"

1 4 .  Page 129, line 21, after "insurer."

I n s e r t  "(b) For the protection of the people of this state, the 
director may not issue or renew a license to a person, or to be exercised by 
a person,  found by the director  to be un trus tworthy ,  incompetent,  
financially irresponsible, or who has not established to the satisfaction of
the director that the person is qualified under this chapter.

(c) To qualify for issuance or renewal of a license, an applicant or
license shall comply with this title and

(1) be a trustworthy person;
(2) have active working experience in administrative functions 

which, in the director's opinion, exhibits the ability to competently perform 
the administrative functions of an attorney-in-fact;

(3) not have committed an act that is a cause for denial,  
nonrenewal, suspension, or revocation of a license in this state or another 
jurisdic t ion;

(4) have and maintain a lawfully established place of business 
physically accessible  to the public where the attorney-in-fact  principally 
conducts transactions under the license in this state, or if for a foreign 
reciprocal, in the state domicile;

(5) disclose to the director all officers, directors, partners, 
principals, or manager and whether or not they are licensed in this state or 
another jurisdic t ion;
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(6) designate an officer, partner, or principal responsible for 
the firm's compliance with the insurance statutes and regulations of this
s ta te .

(7) provide certified  financial sta tem ents for the prior two 
years prepared by an independen t certified  public  accountant which 
establish that the applicant is solvent, that the applicant's  system of 
accounting, in ternal control, and procedure is opera ting  effectively to 
provide reasonable assurance that money is prom ptly accounted for and 
paid to the person entitled to the money, and any other information that 
the director may require to review the current financial condition of the
applicant; and

(8) provide to the director documents necessary to verify the 
statements contained in or in connection with the application;

(9) notify the director within 30 days in writing by certified 
mail of a change in officer, director, partner, principal, or manager; place of
business; mailing address; phone number; suspension or revocation of an
insurance license by another state or jurisdiction; or a conviction of a
m isdem eanor or felony of the a ttorney-in-fac t, its officers , directors, 
partners, owners, or employees; and

(d) The d irec to r  may adopt regula tions es tab lish ing  education 
requirem ents, experience  requirem ents , or exam ina tion  requirements for 
applicants or licensees under this chapter.

(e) The d irector may require that an attorney-in-fact maintain an
errors and omissions insurance policy acceptable to the director.

(f) If the director finds that the applicant or licensee is qualified and 
that application, license, or renewal fees set under AS 21.06.250 have 
been paid, the director may issue or renew the license.

(g) The license shall be renewed each year by the attorney-in-fact 
when the annual statement is filed under AS 21.75.130.

(h) An attorney-in-fact shall be subject to hearings and orders on
violations; denia l, nonrenew al, suspension, or revocation  of license; 
p e n a l t ie s ;  and s u r r e n d e r  o f  l ic en se  u n d e r  the p ro ce d u res  of 
AS 2 1 .2 7 .4 0 5  - 2 1 .2 7 .4 6 0 ."
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1 5 .  Page 143 , l in e  2 5 , a f te r  " A P P R A IS A L "

Insert "A motor vehicle or similar policy, a policy providing property 
coverage, or any other policy providing first party property, casualty, or 
inland marine coverage, issued or delivered in this state, must include an 
appra isa l c lause prov id ing  a contrac tual m eans to reso lve  a dispute 
between the insured and the insurer over the value of a covered first 
party loss for real p roperty , personal property , business property , or 
similar risks. If the insured and the insurer fail to agree on the amount of 
such a covered first party loss, either may make written demand upon the 
other to submit the dispute for appraisal. Within 10 days of the written 
demand, the insured and insurer must notify the other of the competent 
appraiser each has selected. The two appraisers will promptly choose a 
competent and impartial umpire. No later than 15 days after the umpire 
has been chosen, unless the time period is extended by the umpire, each 
appraiser will separately state in writing the amount o f the loss. If the 
appraisers submit a written report of agreement on the amount of the loss, 
the agreed amount will be binding upon the insured and insurer. If the 
appra ise rs  fail to agree, the appra ise rs  will p rom ptly  subm it their 
differences to the umpire. A decision agreed to by one of the appraisers 
and the umpire will be binding upon the insured and insurer. All expenses 
and fees, not including counsel or adjuster fees, incurred because of the 
appraisal shall be paid as determined by the umpire. Except as specifically 
provided, nothing in this section is intended to or shall in any manner limit 
or restrict the rights of insureds or insurers or confer any rights to such 
persons ."

Delete "An autom obile , hom eowner, or dwelling policy issued or 
de livered  in the state m ust include  an appraisal c lause  providing a 
contractual means to pursue a dispute over the value of an insured's 
property loss. The appraisal right shall be the insured 's first right of 
appeal. The insured may invoke the right of appraisal by giving written 
notice to the insurer of the insured's intent. The notice must include the 
name, address, and phone number of an appraiser of the insured's choice. 
W ithin 10 working days from receipt of information, the insurer shall 
p rov ide  the nam e, add ress ,  and phone num ber o f an independen t 
appraiser of the insurer 's  choice  to the insured. The appra iser shall 
provide final appraisals within 30 working days from the date of the

1 6



written demand by the insured to invoke the appraisal provision. If a
mutual value is not agreed upon by the two appraisals, the appraisers shall
select a third appraiser. A valuation in writing agreed upon by two of the 
three appraisers shall determine the amount of the loss. The insured and
insurer shall pay the cost of their own appraisals and the expense of a
third appraiser shall be divided equally between them

1 6 .  Page 147, line 7, after "more"

Insert "admitted"

1 7 .  Page 147, line 11, after "issuance":

D elete : ’"m anag ing  genera l  a g en t’ inc ludes  a th ird -pa rty
a d m in is t r a to r"

1 8 .  Page 148, line 5, after "assuming"

Insert "admitted"

1 9 .  Page 148, line 27, after "who"

Insert: "for residents of this state, or for res iden ts o f  another 
jurisdiction from a place of business in this state, performs administrative 
fu n c tio n s  such  as c la im s a d m in is t ra t io n  and p ay m e n t,  m arke ting  
adm inistrative functions, prem ium  accounting, prem ium  billing, coverage 
verification, underwriting authority, or certificate issuance in regard to life 
insurance, disability insurance, or annuities;"

D e le te :  "p e rfo rm s  a d m in is t r a t iv e  fu n c tio n s  su ch  as c la im s
adm inistration and payment, m arketing administrative functions, premium 
accounting, premium billing, coverage verification, underwriting authority, 
or certificate issuance in regard to insurance;"
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2 0 .  Page 149, line 22, after "94" 

Insert ", 95, and 188"

Delete "and"
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376 from the American Institute of Marine Underwriters.



A IM U

April 1, 1992

Re: A l a s k a  H. 425

R e p r e s e n t a t i v e  D a v i d  D o n ley, C h a i r m a n  
H o u s e  J u d i c i a r y  C o m m i t t e e  
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

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

A l a s k a  H. 4 2 5  p r e s e n t s  s e r i o u s  p r o b l e m s  f o r  A m e r i c a n  o c e a n  

m a r i n e  i n s u r e r s .  S e c t i o n  144 o f  t h e  b i l l  w o u l d  d e l e t e  t h e  

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

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

c o n t r a v e n e s  t h e  u n i q u e  i n t e r n a t i o n a l  c h a r a c t e r  o f  o c e a n  m a r i n e  

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

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

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

A l a s k a .

O c e a n  m a r i n e  i n s u r a n c e  e n c o m p a s s e s  i n s u r a n c e  p r o t e c t i o n  

f o r  e x p o r t s  o r  i m p o r t s  w h i l e  i n  t r a n s i t  (k n o w n  as c a r g o  

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

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

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

r e c o g n i z e d  t h e  i n t e r n a t i o n a l ,  e x t r a - t e r r i t o r i a l  n a t u r e  o f  o c e a n  

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

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

m a r k e t s  as w e l l .

O n e  o f  t h e  m a n y  u n i q u e  f e a t u r e s  of  t h e  m a r i n e  i n s u r a n c e  

m a r k e t  is t h e  " o p e n” c a r g o  i n s u r a n c e  p o l i c y .  A n  o p e n  c a r g o  

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

A m e r i c a n  I n s t i t u t e  o f  M a r i n e  U n d e r w r i t e r s
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i n s u r e d  r e g a r d l e s s  o f  d e s t i n a t i o n .  O p e n  p o l i c i e s  f a c i l i t a t e  

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

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

p o l i c i e s  a r e  i s s u e d  w i t h o u t  a n  expira.tion d a t e  a n d  c o v e r a g e  

a t t a c h e s  t o  e a c h  s h i p m e n t  w h e n  it is d e c l a r e d  t o  t h e  i n surer. 

H. 4 2 5  w o u l d  r e q u i r e  a m a r i n e  c a r g o  i n s u r e r  t o  c o n t i n u e  o n  an 

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

[ N o t i c e  o f  n o n - r e n e w a l  m u s t  b e  s e n t  45 d a y s  b e f o r e  e x p i r a t i o n  

o f  t h e  p o l i c y  p u r s u a n t  t o  A l a s k a  I n s u r a n c e  C o d e  

§21.36.2 3 5 ( a ) (2)].

S i n c e  t h e  m a r i n e  c a r g o  i n s u r a n c e  m a r k e t  in t h e  U n i t e d  

S t a t e s  is i n t e n s e l y  c o m p e t i t i v e  a n d  c o v e r a g e  is r e a d i l y  

a v a i l a b l e  a t  v e r y  l o w  cost, t h e s e  n e w  r e q u i r e m e n t s  w o u l d  c r e a t e  

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

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

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

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

A p p l i c a t i o n  o f  t h e  c a n c e l l a t i o n  a n d  n o n - r e n e w a l  p r o v i s i o n s  

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

w i t h  r e s p e c t  t o  w a r  r i s k  c o v e r a g e s .  W a r  r i s k  i n s u r a n c e  

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

o u t b r e a k  o f  h o s t i l i t i e s .  A  c a r g o  w a r  r i s k  p o l i c y  is a s e p a r a t e  

p o l i c y  w i t h  n o  e x p i r a t i o n  d a te, w r i t t e n  t o d a y  (peace t i m e )  f o r  a 

v e r y  l o w  p r e m i u m .  B e c a u s e  o f  this, m a r i n e  i n s u r e r s  r e q u i r e  t h e  

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

t o  p r o t e c t  t h e m s e l v e s  f r o m  c a t a s t r o p h i c  a c c u m u l a t i o n  o f  risk, 

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

T h r o u g h o u t  t h e  w o r l d ,  c a r g o  w a r  r i s k  p o l i c i e s  p r o v i d e  t h a t  

e i t h e r  p a r t y  m a y  c a n c e l  o n  48 h o u r s  n o t i c e  f o r  s h i p m e n t s  n o t  

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

a t  r i s k .  I n  t h e  e v e n t  t h a t  t h e  U n i t e d  S t a t e s  w e r e  t o  g o  to 

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

w h i c h  w o u l d  r e p l a c e  p r i v a t e  w a r  r i s k  i n s u r a n c e  (as it d i d  in



W o r l d  W a r  II a n d  D e s s e r t  S t o r m ) . O t h e r  m a j o r  g o v e r n m e n t s  h a v e  

s i m i l a r  p r o g r a m s .

A m e r i c a n  c o m p a n i e s  w r i t i n g  w a r  r i s k  i n s u r a n c e  g e n e r a l l y  

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

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

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

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

w i l l  s u b j e c t  t h e m  t o  t h e  p o s s i b i l i t y  o f  b e i n g  c o m p e l l e d ,  

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

w h e r e  a r m e d  c o n f l i c t  is i n  p r o g r e s s .  U n d e r  t h e s e  

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

s t a y  in  t h e  m a r k e t  a t  all, t o  a p p l y  m u c h  h i g h e r  r a t e s  ( w a r t i m e  

p r e m i u m s  f o r  p e a c e t i m e  s h i p m e n t s ) . I n  fact, t h e  p r a c t i c a l  

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

i n s u r e r s .  A s  a f u r t h e r  c o n s e q u e n c e ,  m u c h  o f  t h e  m a r i n e  c a r g o  

i n s u r a n c e  w o u l d  g o  a b r o a d  w i t h  it. S e r v i c e  t o  t h e  i n s u r e d s  in 

A l a s k a  c o u l d  b e  r e d u c e d  and, o f  c o u r s e ,  t h e  U.S. b a l a n c e  o f  

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

w a s  t h e  i n t e n t .

A I M U  u r g e s  t h a t  H. 4 2 5  b e  a m e n d ' d  t o  p r e s e r v e  t h e  m a r i n e  

e x e m p t i o n  in  C o d e  §21.36.310 (i) . If  y o u  h a v e  a n y  q u e s t i o n s  

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

i n d u s t r y ,  p l e a s e  d o  r o t  h e s i t a t e  t o  c o n t a c t  us. W e  w o u l d  

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

T h e  A m e r i c a n  I n s t i t u t e  o f  M a r i n e  U n d e r w r i t e r s  is a t r a d e  

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

i n d u s t r y .

V e r y  t r u l y  y o u r s ,

W a r d  L.<Mau; 
P r e s i d e n t



ALASKA STATE LEGISLATURE

P.O. Box 770296 
Eagle River, Alaska 99577 

(907)694-6683

3111 C Street, Suite 540 
Anchorage, Alaska 99503 

(907) 561-8459

State Capitol 
Juneau, Alaska 99301-1182 

(907)465-3711

Se n a t o r  S a m  G o t t e n

M a r c h  2, 1992

P e t e r  C. H u y c k e  
H u y c k e  G e n e r a l  A g e n c y  
2904 B o n i f a c e  P a r k w a y  
A n c h o r a g e ,  AI< 99504

D e a r  Peter:

T h a n k  y o u  for y o u r  l e t t e r  o f  F e b r u a r y  24, c o n c e r n i n g  H o u s e  Bill 
4 2 5 / S e n a t e  Bi l l  376.

H o u s e  B i l l  425 is c u r r e n t l y  b e f o r e  t h e  H o u s e  J u d i c i a r y  C o m m i t t e e  
for c o n s i d e r a t i o n .  S e n a t e  B i l l  376 is b e f o r e  t h e  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  for c o n s i d e r a t i o n .

I h a v e  s e n t  a c o p y  of y o u r  c o m m e n t s  to  t h e  c h a i r s  of t h e s e  
c o m m i t t e e s  so t h a t  y o u r  c o n c e r n s  a r e  m a d e  a p a r t  o f  t h e  r e c o r d .  I 
a p p r e c i a t e  t h e  c o m m e n t s  a n d  s u g g e s t i o n s  c o n t a i n e d  in y o u r  lett e r .

2 i r ^ Q>-0 i w

S a m  c o t t e n  
S t a t e  S e n a t o r

cc: S e n a t o r  D r u e  P e a r c e  ( w / e n c l o s u r e )
Chair, 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

R e p r e s e n t a t i v e  D a v e  D o n l e y  ( w / enclosure) 
Chair, H o u s e  J u d i c i a r y  C o m m i t t e e



H u y c k e  G e n e r a l  A g e n c y

2904 Boniface Parkway 

Anchorage, Alaska 99504 

February 24, 1992 907-338-

Honorable Senator Sam Cotten 
P.O. Box V
Juneau, Alaska 99811 

Re: HB 426/SB 376

Dear Senator Cotten:

You w ill recall I had briefly visited with you about these Omnibus Insurance 
b ills . I had indicated my support foi these, explaining they were a result of 
generally acceptable compromises worked out by the Division of Insurance and the 
insurance industry representatives. And that the general purpose of these b ills  
is to enable the State of Alaska Division to be accredited by the National 
Association of Insurance Commissioners.

Have fin a lly  had an opportunity to go through and digest the almost 150 pages.
I noted several discrepancies, which possibly occurred in the legal translation 
from our working drafts to what was presented to you.

The f ir s t  is on Bonds, Section 70, page 46-47. The Di vi si or nad accepted my 
request to insert "or an alternative indemnity" on line 12. Existing statute 
does not define the nature of the bond. This revision does so define a bend.
The problem is with the size of the indemnity ($200,000. for a Surplus Lines 
Broker). Few bond insurers are w illing  to write this bond for smaller Surplus 
Lines Brokers.

I fa ll into this category. At least once in the past, I have had to resort to 
obtaining a Letter of Credit from a local bank as a substitute. What concerns 
me is the wording presented to you on lines 29-31; "may adopt, by regulation."
I request the word "may" be replaced by "shall." I f  I again have to resort to 
a LOC, I think the Director should have to recognize that a LOC from First 
National Bank of Anchorage is as good as, i f  not superior to a bond provided 
by some of the "admitted" insurers presently working the market.

The other concern I have is on Return Premiums, Section 143, page 114. First, 
i f  insurers generally are not paid until 45 days (after the close of the current 
accounting month), why the choice of 30 days from the policy cancellation date?
I can see instances where this would require the insurer to make a refund 
before i t  has even been paid!

Secondly, this 30 day requirement ignores requirements elsewhere in statute 
that insurers give specific cancellation notice to interested third parties. 
These requirements are regardless of who is requesting cancellation. To be 
required to issue a refund before the policy is even cancelled does not make 
any sense to me.

(lAAMGAi 

FAX 907-338-7234



Re: HB 426/SB 376 Page Two

Instead, i f  the insured requests cancellation, I suggest the wording be changed 
to 45 days after the insurer has discharged its  obligation to notify all 
interested third parites that the policy is being cancelled.

Thank you for your interest, and

Very truly yours,

Peter C. Huycke

PCH:jsh



1 vending machine license for each machine to be used. The license must specify the name and

2 mailing address of the insurer and insurance producer  [AGENT], the name of the policy to be

3 sold, the serial number of the machine, and the physical location [PLACE] where the machine

4 is to be in operation. The special vending machine license is subject to nonrenewal,

5 suspension* or revocation coincidentally with that of the insurance producer [AGENT]. The

WORK - PA.F7 WORK DRAFT WORK DRAFT

6 director shall also revoke the license on a machine if the director finds that the conditions upon

7 which the machine was licensed, under (a) of this section, no longer exist. Proof o f the existence

8 o f a license shall be displayed on or about each vending machine in use in the manner the

9 director may [REASONABLY] require.

10 * Sec. 70. AS 21.27.190 is repealed and reenacted to read:

11 Sec. 21.27.190. BOND, (a) In addition to any other requirements in this title, a bond

12 or an alternative indemnity permitted under this section shall meet the following requirements:

13 (1) it shall be continuous in form;

14 (2) it shall remain in force until the licensee is released from liability by the

15 director or until cancelled by the issuer;

16 (3) without prejudice to any liability accrued before the effective cancellation, it

17 may be cancelled if the director receives 60 days advance written notice;

18 (4) the amount required to be maintained must be maintained unimpaired; and

19 (5) it shall be in favor of insurers, insureds, and this state.

20 (b) A bond may only be issued by an admitted insurer authorized to transact surety

21 insurance in this state that is acceptable to the director.

22 (c) For a firm licensee, a single bond or an alternative indemnity permitted under this

23 section may combine the sureties required

24 (1) by separate sections of this title; and

25 (2) for separate places of business.

26 (d) An individual in the firm who acts solely on behalf o f a firm that has and maintains

27 a bond or an alternative permitted under this section may not be required to also have and

28 maintain a bond if the individual in the firm deposits all money into the firm’ s fiduciary account.

29 (e) Except as provided in this title, the director may adopt, by regulation, a deposit of

30 cash, a certificate o f deposit, or letter of credit as an alternative to a bond if the deposit of cash,

31 certificate o f deposit, or letter of credit meets the requirements of this section, other provisions

-46-
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1 practices in the conduct o f the business o f insurance found by the director to be unfair or

2 deceptive.

3 * S ec  143. AS 21.36.255(a) is amended to read:

4 (a) If an insurance policy is cancelled, rejected, or rescinded by the

5 (1) insurer, the insurer shall refund the unearned premium paid to the insured or

6 premium finance company: or

7 (2) insured, the insurer shall return any unearned premium paid to the insured or

8 premium finance company, less a cancellation fee not to exceed 7.5 percent o f the unearned

9 premium; a cancellation fee may not be charged unless the fee is clearly stated in the policy; the

10 insurer shall return or credit the unearned premium less a lawful cancellation fee

11 (A) within 30 days on a policy not subject to audit: or

12 (B) within 30 days of completion of an audit; the insurer shall perform

13 and complete an audit within 30 days unless the audit cannot reasonably be

14 completed using due diligence and the insured is advised in writing of the reason

15 why additional time is necessary to complete the audit and when the audit will be

16 completed.

17 * Sec. 144. AS 21.36.310(1) is amended to read:

(1) "business or commercial insurance" means insurance other than personal

insurance, reinsurance, life insurance, disability insurance, fidelity and surety insurance, title 

insurance, [WET MARINE AND TRANSPORTATION INSURANCE AS DEFINED IN 

AS 21.34.900,] or an annuity contract;

* Sec. 145. AS 21.36.320(a) is amended to read:

(a) On the complaint of a person or on the motion of the director, the director may 

conduct an investigation to determine whether a person [IN THIS STATE] is engaged in an 

unfair method of competition or unfair or deceptive act or practice prohibited by this chapter.

* Sec. 146. AS 21.36.320(c) is amended to read:

(c) If the director determines that a person violated [ON A FINDING OF A 

VIOLATION OF] this chapter, the director shall serve upon the person charged an order 

requiring that person to cease and desist from engaging in the act or practice [STOP THE 

ACTS OR PRACTICES].

* Sec. 147. AS 21.36.320(d) is amended to read:

-114-
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H u y c k e  G e n e r a l  A g e n c y  FEb 2 b 1992

2904 Boniface Parkway 
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Honorable Representative Bettye Davis 
P.O. Box V
Juneau, Alaska 99811

4 lS
Re: HB 42 /̂SB 376

Dear Representative Davis:

You w ill recall I had b riefly  visited with you about these Omnibus Insurance 
b ills . I had indicated my support for these, explaining they were a result of 
generally acceptable compromises worked out by the Division of Insurance and the 
insurance industry representatives. And that the general purpose of these b ills  
is to enable :the State of Alaska Division to be accredited by the National 
Association of Insurance Commissioners.

Have f in a lly  had an opportunity to go through and digest the almost 150 pages.
I noted several discrepancies, which possibly occurred in the legal translation 
from our working drafts to what was presented to you.

The f ir s t  is on Bonds, Section 70, page 46-47. The Division had accepted my 
request to insert "or an alternative indemnity" on line 12. Existing statute 
does not. define the nature of the bond. This revision does so define a bond.
The problem is with the size of the indemnity ($200,000. for a Surplus Lines 
Broker). Few bond insurers are w illing to write this bond for smaller Surplus 
Lines Brokers.

I fa ll into this category. At least once in the past, I have had to resort to 
obtaining a Letter of Credit from a local bank as a substitute. What concerns 
me is the wording presented to you on lines 29-31; "may adopt, by regulation."
I request the word "may" be replaced by "shall." I f  I again have to resort to 
a LOC, I think the Director should have to recognize that a LOC from First 
National Bank of Anchorage is as good as, i f  not superior to a bond provided 
by some of the "admitted" insurers presently working the market.

The other concern I have is on Return Premiums, Section 143, page 114. First, 
i f  insurers generally are not paid until 45 days (after the close of the current 
accounting month), why the choice of 30 days from the policy cancellation date?
I can see instances where this would require the insurer to make a refund 
before i t  has even been paid!

Secondly, this 30 day requirement ignores requirements elsewhere in statute 
that insurers give specific cancellation notice to interested third parties.
These requirements are regardless of who is requesting cancellation. To be 
required to issue a refund before the policy is even cancelled does not make 
any sense to me.
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Re: HB 426/SB 376 Page Two

Instead, i f  the insured requests cancellation, I suggest the wording be changed 
to 45 days after the insurer has discharged its  obligation to notify a ll 
interested third parites that the policy is being cancelled.

Thank you for your interest, and

Very truly yours,

Peter C. Huycke

PCH:jsh




