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MEMORANDUM ol
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 HIR 84 in recognition of the
extensive powers given by statute to the Director of the Division of Insurance.
AItho,u?h Alaska’s Constitution requires legislative confirmation of
apPo,ln ments 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
requlatory 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 budﬁe i spent on insurance). As aresult of the constittitional
limitation on the legislature's involvement in the_confirmation process,
Alaskans are left without adequate safeguards against ungualified persons
being appointed to fill this important policy-making position.

It is clear the the founders of our constitution believed confirmation
authority was a cr|t|call¥ important and aﬁyropnate tool to assure ?,ubllc
accountability of appoiritees to public agencies. HJR 84 is an extension of that
wisdom, and'| urge your support for the measure.

DD/jmn
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Roller & Associates
Insurance Consultants

316 California Avenue, Suite 718 SmSSST
Reno, Nevada 89509 PN 52132174

April 17t' 1992

The Honorable Dave Donley
State Representative
State Capitol Building
Juneau, Alaska

Re: Should the Insurance Director
be confirmed by the Legislature

Dear Representative Donley:

You have requested my comments as a former insurance
director on the advisability of having the legislature
confirm the appointment of Alaska's insurance director. My
response is an unequivocal yes.

The insurance commissioner is a far more powerful
official than most people outside the insurance industry

realize. Perhaps no other o fficial has as much influence
over a major industry. In Alaska, the industry writes
nearly one billion dollars in premium annually. The

insurance division is either the third or fourth largest
revenue producing division in the state.

Strong regulation is imperative due to the unequal
knowledge and bargaining power between consumers and
insurance carriers. Moreover, strong regulation furthers a
state's interest in increasing the availability and
affordability of insurance. In my opinion it is far better
that the risks and attendant losses we all experience in our
lives be managed through private transactions rather than
the state underwriting the losses.

At present, there is increasing criticism that, "[tjhe
small departments are ill-equipped to provide anything
approaching effective regulation.”
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The small states have reacted in various ways to
strengthen the office of the commissioner to place that
individual on a more equal footing with what is in truth and
in fact one of the most powerful industries in the world.
Twelve states provide that the insurance commissioner is an

elected statewide o fficial. Many of the states choosing
this alternative are the smaller rural states, e.g. North
Dakota, Montana, North Carolina, Louisiana, etc. In most of

the remainder of the states the commissioner is a cabinet-
level officer.

Alaska is one of the anomalous states. From a
statutory basis, the division of insurance has departmental
powers. For example, the division of insurance is the only
division which can promulgate regulations — a power
reserved to the departments. For historical and
administrative reasons, the division of insurance is under
the Department of Commerce and Economic Development, Hence,

A.'.aska has an insurance director and not a commissioner.

There is a de facto pecking order amongst insurance

regulators. Elected insurance commissioners are at the top.
Commissioners subject to confirmation are in the middle and
appointed directors are on the bottom. I had a firsthand

and painful experience in my struggle with an elected
insurance commissioner when trying to assert Alaska's
interests in the Pacific Marine receivership. It was not a
fair fight and Alaska lost.

Lastly, it should be remembered that in the early days
of statehood, it was not uncommon for the insurance director
to contact an insurer which would purchase an entire state
bond issue. Presently, insurance carriers have invested
several billion dollars in Alaska governmental obligations.
In times of declining revenue, the state may be called upon
again to use the insurance director position for this
purpose. It would be a wise and prudent thing to give that
individual the appropriate mantle of authority, especially
where he or she is expected to speak for the state.

By all means, the insurance director should be
confirmed by the legislature. The title of commissioner

should be added as well for the reasons stated above.

Thank you for the opportunity to address this issue.

Paul Roller
PR: jv





