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CONFIRMATION OF INSURANCE DIRECTOR

Proposing an amendment to the Constitution of the State of Alaska relating to the duties, appointment, 
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House Judiciary Committee

MEMORANDUM

P. O. Box V 
State Capitol 

Juneau, Alaska 99811 
(907) 465-4990 
(907)465-4712

To: Members of the House Judiciary Committee
From: Representative Dave Donley

Chair, House Judiciary Committee 1 /

Re: HJR 84, A resolution relating to the confirmation of the
Insurance Director

Date: April 27, 1992

The House Judiciary Committee introduced HJR 84 in recognition of the 
extensive powers given by statute to the Director of the Division of Insurance. 
Although Alaska’s Constitution requires legislative confirmation of 
appointments to regulatory agencies, the founders of our constitution did not 
anticipate the types of powers given to the Director of Insurance and therefore 
did not specifically provide for legislative confirmation of this appointee.
The Director of the Division of Insurance has broad quasi-judicial and 
regulatory powers and statutory authority to operate independently of the 
Commissioner of Commerce and Economic Development. This appointee 
has significant impact on the lives of all Alaskans (15% of the average 
household budget is spent on insurance). As a result of the constitutional 
limitation on the legislature's involvement in the confirmation process, 
Alaskans are left without adequate safeguards against unqualified persons 
being appointed to fill this important policy-making position.
It is clear the the founders of our constitution believed confirmation 
authority was a critically important and appropriate tool to assure public 
accountability of appointees to public agencies. HJR 84 is an extension of that 
wisdom, and I urge your support for the measure.

DD/jmn
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Roller & Associates
Insurance Consultants

316 California Avenue, Suite 718 S m S S S T
Reno, Nevada 89509 pjN 5213217#

A p r i l  1 7 ,  1992
t

The H o n o r a b le  D a ve  D o n le y  
S t a t e  R e p r e s e n t a t iv e  
S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u , A la s k a

R e : S h o u ld  t h e  In s u r a n c e  D i r e c t o r
be c o n f ir m e d  b y  th e  L e g i s l a t u r e

D e a r R e p r e s e n t a t iv e  D o n le y :

Y o u  h a v e  r e q u e s t e d  my comments a s  a  fo r m e r  in s u r a n c e  
d i r e c t o r  o n  t h e  a d v i s a b i l i t y  o f  h a v in g  t h e  l e g i s l a t u r e  
c o n f ir m  t h e  a p p o in t m e n t  o f  A la s k a 's  in s u r a n c e  d i r e c t o r .  My 
re s p o n s e  i s  an  u n e q u iv o c a l  y e s .

The in s u r a n c e  c o m m is s io n e r  i s  a f a r  m o re  p o w e r f u l  
o f f i c i a l  th a n  m o s t p e o p le  o u t s id e  t h e  in s u r a n c e  i n d u s t r y  
r e a l i z e .  P e rh a p s  n o  o t h e r  o f f i c i a l  h a s  a s  much i n f l u e n c e  
o v e r  a m a jo r  i n d u s t r y .  I n  A la s k a , t h e  i n d u s t r y  w r i t e s  
n e a r ly  o n e  b i l l i o n  d o l l a r s  in  p re m iu m  a n n u a l l y .  T h e  
in s u r a n c e  d i v i s i o n  i s  e i t h e r  th e  t h i r d  o r  f o u r t h  l a r g e s t  
re v e n u e  p r o d u c in g  d i v i s i o n  in  t h e  s t a t e .

S tr o n g  r e g u l a t i o n  i s  im p e r a t iv e  d u e  t o  t h e  u n e q u a l 
k n o w le d g e  and b a r g a in in g  pow er b e tw e e n  c o n s u m e rs  a n d  
in s u r a n c e  c a r r i e r s .  M o r e o v e r , s t r o n g  r e g u l a t i o n  f u r t h e r s  a 
s t a t e ' s  i n t e r e s t  i n  in c r e a s in 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  in s u r a n c e .  I n  my o p i n i o n  i t  i s  f a r  b e t t e r  
t h a t  t h e  r i s k s  a n d  a t t e n d a n t  lo s s e s  we a l l  e x p e r ie n c e  i n  o u r  
l i v e s  be m anaged t h r o u g h  p r iv a t e  t r a n s a c t i o n s  r a t h e r  th a n  
t h e  s t a t e  u n d e r w r i t in g  t h e  lo s s e s .

A t  p r e s e n t ,  t h e r e  i s  in c r e a s in g  c r i t i c i s m  t h a t ,  " [ t j h e  
s m a ll  d e p a r tm e n ts  a r e  i l l - e q u i p p e d  t o  p r o v id e  a n y t h in g  
a p p r o a c h in g  e f f e c t i v e  r e g u l a t i o n . "



T h e  H o n o r a b l e  D a v e  D o n l e y

A p r i l  17, 1 9 9 2

P a g e  2

The s m a ll  s t a t e s  h a ve  r e a c t e d  i n  v a r i o u s  w ays t o  
s t r e n g t h e n  t h e  o f f i c e  o f  t h e  c o m m is s io n e r  t o  p la c e  t h a t  
i n d i v i d u a l  on a m ore e q u a l f o o t i n g  w i t h  w h a t i s  i n  t r u t h  a n d  
i n  f a c t  one o f  th e  m ost p o w e r f u l  i n d u s t r i e s  i n  t h e  w o r ld . 
T w e lv e  s t a t e s  p r o v id e  t h a t  t h e  in s u r a n c e  c o m m is s io n e r  i s  a n  
e le c t e d  s t a t e w id e  o f f i c i a l .  M any o f  t h e  s t a t e s  c h o o s in g  
t h i s  a l t e r n a t i v e  a re  th e  s m a l l e r  r u r a l  s t a t e s ,  e . g .  N o rth  
D a k o ta , M o n ta n a , N o r th  C a r o l i n a ,  L o u i s ia n a ,  e t c .  I n  m ost o f  
t h e  r e m a in d e r  o f  th e  s t a t e s  t h e  c o m m is s io n e r  i s  a  c a b in e t -  
l e v e l  o f f i c e r .

A la s k a  i s  one o f  th e  a n o m a lo u s  s t a t e s .  From  a 
s t a t u t o r y  b a s is ,  th e  d i v i s i o n  o f  in s u r a n c e  h a s  d e p a r tm e n ta l 
p o w e rs . F o r  e x a m p le , th e  d i v i s i o n  o f  in s u r a n c e  i s  t h e  o n ly  
d i v i s i o n  w h ic h  can p r o m u lg a te  r e g u l a t i o n s  —  a p o w e r 
r e s e r v e d  t o  t h e  d e p a r tm e n ts . F o r  h i s t o r i c a l  and 
a d m i n i s t r a t i v e  r e a s o n s , t h e  d i v i s i o n  o f  in s u r a n c e  i s  u n d e r 
t h e  D e p a rtm e n t o f  Commerce a n d  E c o n o m ic  D e v e lo p m e n t,  H ence,
A.'.aska has an  in s u r a n c e  d i r e c t o r  and  n o t  a  c o m m is s io n e r .

T h e re  i s  a de f a c t o  p e c k in g  o r d e r  a m o n g s t in s u r a n c e  
r e g u la t o r s .  E le c t e d  in s u r a n c e  c o m m is s io n e r s  a r e  a t  th e  t o p .  
C o m m is s io n e rs  s u b je c t  t o  c o n f i r m a t i o n  a r e  i n  t h e  m id d le  and 
a p p o in t e d  d ir e c t o r s  a r e  on t h e  b o tto m . I  h a d  a f i r s t h a n d  
a n d  p a i n f u l  e x p e r ie n c e  i n  my s t r u g g l e  w i t h  a n  e le c t e d  
in s u r a n c e  c o m m is s io n e r  when t r y i n g  t o  a s s e r t  A la s k a 's  
i n t e r e s t s  i n  t h e  P a c i f i c  M a r in e  r e c e i v e r s h i p .  I t  was n o t a  
f a i r  f i g h t  and A la s k a  l o s t .

L a s t ly ,  i t  s h o u ld  be re m e m b e re d  t h a t  i n  t h e  e a r l y  d a y s  
o f  s ta te h o o d ,  i t  was n o t  uncom m on f o r  t h e  in s u r a n c e  d i r e c t o r  
t o  c o n t a c t  an  in s u r e r  w h ic h  w o u ld  p u r c h a s e  a n  e n t i r e  s t a t e  
bond is s u e .  P r e s e n t ly ,  in s u r a n c e  c a r r i e r s  h a v e  in v e s t e d  
s e v e r a l  b i l l i o n  d o l l a r s  i n  A la s k a  g o v e r n m e n ta l o b l i g a t i o n s .
I n  t im e s  o f  d e c l i n i n g  r e v e n u e , t h e  s t a t e  m ay be c a l l e d  upon 
a g a in  t o  u s e  t h e  in s u r a n c e  d i r e c t o r  p o s i t i o n  f o r  t h i s  
p u r p o s e . I t  w o u ld  be a w is e  a n d  p r u d e n t  t h i n g  t o  g iv e  t h a t  
i n d i v i d u a l  t h e  a p p r o p r ia t e  m a n t le  o f  a u t h o r i t y ,  e s p e c i a l l y  
w h e re  he o r  sh e  i s  e x p e c te d  t o  s p e a k  f o r  t h e  s t a t e .

By a l l  m eans, t h e  in s u r a n c e  d i r e c t o r  s h o u ld  b e  
c o n f ir m e d  b y  t h e  l e g i s l a t u r e .  The t i t l e  o f  c o m m is s io n e r  
s h o u ld  be added as w e l l  f o r  t h e  r e a s o n s  s t a t e d  a b o v e .

Thank y o u  f o r  th e  o p p o r t u n i t y  t o  a d d r e s s  t h i s  is s u e .

P a u l  R o l l e r
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