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Proposed Legislation

* Section 1. AS 06.20.260(a) is amended to

read:

(a) A further or other charge or
amount for an examination, service, brokerage
com mission, expense, fee, bonus, or other thing
may not be directly or indirectly charged,

extracted for, or received except

(1) lav/ful fees actually paid
out by the licensee to a public offioer for filing
recording, or releasing any instrument securing
the loan, or for transferring certificate of title to
a motor vehicle securing the lien or nothing on

that certificate;

(2) premiums actually paid
out for insurance on any one or combination of
the following: pledged property of the borrower,
or consumer credit [LIFE insurance; in thi9
paragraph '"consumer credit insurance” has the
m eapn.in iven in AS 21.57.160 [ON THE LIFE
OF bNE M OKE BORROWERS, CREDIT
LOSS OF INCOME INSURANCE, OR CREDIT
DISABILITY INSURANCE TO PROVIDE
INDEMNITY FOR PAYMENTS BECOMING
DUE ON THE INDEBTEDNESSI];

(3) taxable costs and
expenses to which the licensee becomes entitled
under general law in any court proceedings to
collect a loan or to realize on the security after

default'

(4) reasonable fees paid by a
licensee for appraisals, surveys, and title
insurance or reports if the loan is secured by an

interest in real estate;

(5) a late payment fee of not
more tha i 10 percent of the payment that is

due or $. 5, whichever is less.

* Sec. 2. AS 06.20.287(a) is amended to read:

JT/mme332.jt

E xisting Statutes

(a) N o further or other charge or
amount for any examinations, service,
brokerage com mission, expense fee, bonus, or
other thing shall be directly or indirectly

charged, contracted for, or received except.

(1) law ful fees, actually paid
out by the licensee to a public officer for filing,
recording, or releasing any instrument securing
the loan, or for transferring certificate of title to
a motor vehicle securing the lien or noting a

lien on that certificate;

(2) premiums actually paid
out for insurance on any one or com bination of
the following: pledged property of the
borrowers, credit losb of income insurance, or
credit disability insurance to provide indem nity
for payments becoming due on the

indebtedness;

(3) taxable costB and
expenses to which the licensee becomes entitled
undv'T general law in any court proceedings to
collect a loon or to realize on the security after

default;

(4) reasonable fees paid by a
licensee for appraisals, surveys, and title
insurance or reports if the loan is secured by an

interest in real estate;

(6) a late payment fee of not
more than 10 percent of the payment that is

due or $15, whichever is less.

Com ments

Editorial

Editorial

changes.

changes.
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Proposed Legislation

(a) A licensee mav obtain consumer
credit [LIFE, CREDIT DISABILITY,] SH3
property insurance on open-end loan under this
chapter. The consumer credit ITIFE AN D
CREDIT DISABILITY] insurance obtained by a
licensee shall satisfy the requirements of AS
21.57. The property insurance obtained by a
licensee shall satisfy the requirements of A S
21.39 and AS 21.42. The licensee shall comply
with AS 21.36.160 and 21.36.165 during all
transactions with borrowers involving consumer
credit [LIFE, CREDIT DISABILITY] a53

property insurance.

* Section 3. AS 21.03.010 is amended by

adding a new subsection to read:

(c) A person who transacts insurance in
this state, or relative to a subject resident,
located, or to be performed in this state as or on
behalfofa risk retention group or purchasing
group formed under and in com pliance with
15 U.S.C. 3901 - 3906 (Liability RiBk Retention
Act) and any amendments to it, shall com ply

with the applicable provisions of this title.

* Sec. 4. AS 21.06.080 is amended by adding

a new subsection to read:

JT/mme332.jt

E xisting Statutes

(a) A licensee may obtain
credit disability, and property

open-end loans under this chapter.

Com ments

credit life,
insurance on

The credit

life and credit disability insurance obtained by

a licensee shall satisfy the

requirements of AS

21.57. The property insurance obtained by a

licensee shall satisfy the requirements of AS

21.39 and AS 21.42. The

shall com ply

with AS 21.36.160 and 21.36.165 during all

transactions with borrowers

life, credit disability and property

credit

insurance.

Amends this section to explicitly extend
the Scope of Code to include risk retention
groups and purchasing groups as requested by

the N AIC accreditation team .

This new subsection adds to the
director’'s general powers and duties the ability

to respond to a catastrophe.
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Proposed Legislation E xisting Statutes Comments

(e) If the director determ ines that a
catastrophe hae occurred in this state and in
good faith believes that the Governor or the
President of the United States has issued or iB
about to issue a declaration of disaster, the
director m ay take any action that the director
deem s necessary to respond to the disaster in
order to assure the continuity and stability of
the insurance market in this state, to protect
policyholders and the public, or to prevent
aggravation of the disaster including issuing an
emergency order tem porarily suspending
specific provisions of this title. Until the
declaration of the disaster has been lifted, the
director m av take action to respond to the
disaster without a hearing. An action taken
under this subsection may notrem ain in effect
more than six months from the date that the
director determ ines that a catastrophe has
occurred unless, after a hearing, the director
determ ines that an action is still necessary to

respond to the disaster.

*Sec. 5. AS 21.06.160(g) is amended to The amendment to this subsection

read: allows the director to close a hearing on an
examination if the director finds that the
closure is necessary to protect someone from

unwarranted ipjury or is in the public interest.

(g9) The director may withhold a (g) The director may withhold a
document, inform ation, account, record, document, inform ation, account, record,
examination, or report from the public exam ination, or report from the public
inspection for as long aB the director finds the inspection for as long as the director finds the
withholding is necessary to protect a person withholding is necessary to protect a person
against unwarranted ipjury or is in tne public against unwarranted ipjury or is in tne public
interest. The director m ay close an interest. The director may publish the
exam ination hearing to the public when exam ination report or a summary ofitin a
the director finds the closure is necessary new spaper in tne state if the director
to protect a person against unwarranted determ ines that the publication is in the public
m iurv or is in the public interest. The interest.

director m ay publish the exam ination report or
a summary ofitin a newspaper in the state if
the director determ ines that the publication is

in the public interest.

JT/rame332.jt -3- March 31, 1994



Proposed Legislation

*Sec. 6. AS 21.09.110 is amended to read:

See. 21.09.110. APPLICATION FOR
CERTIFICATE OF AUTHORITY. To apply for
an original certificate of authority an insurer
shall file with the director its application” [(]
accompanied by the applicable fees set under
AS 21.06.250/)] showing its name, location of
its hom e office or principal office in the United
States [Qifan alien insurerO], kinds of
insurance to be transacted, date oforganization
or incorporation, form of organization, state or
country of dom icile, and additional inform ation
that the director m ay reasonably require,
together with the following documents, as

applicable:

(1) if a foreign insurer, a
copy of its corporate charter or articles of
incorporation, with all amendments certified by
the public officer with whom the originals are

on file in the state or country of dom icile;

(2) ifareciprocal insurer,
copies of thepower of attorney ofits attorney-
in-fact and of its subscribers’agreement, if any,

certified by its attorney-in-fact;

(3) a copy ofits financial
statement as of the preceding December 31, and
all subsequent quarterly financial statem ents,
sworn to by at least two executive officers of the
insurer, or certified by the public insurance
supervisory official of the insurer’'s state of

dom icile or of entry into the United States;

JT/mme332.jt

E xisting Statutes

SECTION 21.0.U10. APPLICATION
CERTIFICATE OF AUTHORITY.

FOR

To apply for
an original certificate of authority an insurer
shall file with the director its application
(accom panied by the applicable fees set under
AS 21.06.250) snow ing its name, location of its
hom e office or principal office in the United
States (ifan alien insurer), kinds of insurance
to be transacted, date oforganization or
incorporation, form oforganization, state or
country of dom icile, and additional inform ation
that the director m ay reasonably require,
together with the following documents, as
applicable:

(1) if a foreign insurer, a copy of

its corporate charter or articles of incorporation,

with all amendments certified by the public
officer with whom the originals are on file in

the state or country of domicile;

(2) if a reciprocal insurer, copies
of the power of attorney ofits attorney-in-fact
and ofits subscribers’ agreement, if any,

certified by its attom ey-in-fact;

(3) a copy ofits financial
statement as of the preceding December 31, and

all subsequent quarterly financial statements,

sworn to by at least two executive officers of the

insurer, or certified by the public insurance
supervisory official of the insurer’'s state of

dom icile or of entry into the United States;

Com ments

The amendment to this section removes
the requirement that insurers applying for
their Certificate of Authority (COA) submit
specimen copies of their policy forms and rates
with their CO A application, and instead
specifies that these policy forms and rates
should be subm itted under new sections

AS 21.39.040(j) or 21.42.120(g).

N /C

N /C

N /C
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Proposed Legislation

(4) a copy of the report of

last exam ination, if any, made of the insurer,

certified bv the insurance supervisory official of

its state of dom icile or of entry into tne United
States;

(5) appointment of the
director under AS 21.09.180, as its attorney to

receive service oflegal process;

(6) if a foreign or alien

insurer, a certificate of the public official having

supervision ofinsurance in its state or country

of dom icile, or state of entxy into the United

States, showing that it is authorized to transact

the kinds ofinsurance proposed to be

transacted in this state;

(7) it alien insurer, a
copy of the appointment and authority of its
United States manager, certified by its officer

having custody of its records; and

(8) if a foreign insurer, a
certificate as to deposit if it is to be tendered

under AS 21.09.090T(;

(9) SPECIMEN COPIES OF
POLICIES PROPOSED TO BE OFFERED IN
TfflS STATE IF THEN AVAILABLE,
TOGETHER WITH PREMIUMS OR PREMIUM
RATES APPLICABLE IF THEN KNOWN, OR
A DECLARATION THAT THE RATES AS
APPLICABLE WILL BE THOSE
PROMULGATED BY DESIGNATED RATING
ORGANIZATIONS AUTHORIZED TO FILE
RATES IN THIS STATE ON BEHALF OF THE
INSURER OR BY THE INSURER].

JT/mme332.jt

mZxisting Statutes

(4) a copy of the report of last
exam ination, if any, made of the insurer,
certified by the insurance supervisory official of
its state of dom icile or of entry into tne United

States;

(5) appointment of the director
under AS 21.09.180, as its attorney to receive

service of legal process;

(6) if a foreign or alien insurer,
a certificate of the public official having
supervision ofinsurance in its state or country
of dom icile, or state of entry into the United
States, showing that it is authorized to transact
the kinds ofinsurance proposed to be

transacted in this state;

(7) if an alien insurer, a copy of
the appointment and authority ofits Unitea
States manager, certified by its officer having

custody of its records;

(8) if a foreign insurer, a
certificate as to deposit if it is to be tendered

under AS 21.09.090;

(9) specimen copies of policies
proposed to be offered in this state if then
available, together with premiums or prem ium
rates applicable if then known, or a declaration
that the rates as applicable will be those
promulgated by designated rating organizations
authorized to file rates in this state on belialfof

the insurer or by the insurer.

Com ments

N /C

N /C

N /C

Editorial

Editorial

Deleted.

subsection

This section

replaced by the
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Proposed Legislation

* Sec. 7. AS 21.09.110 is amended by adding

a new subsection to read:

(b) Policy forms and rates that
require approval under AS 21.39 or AS 21.42
shall be subm itted under AS 21.39.040¢(j) or
21.42.120(g) and may not be submitted with the

application for certificate of authority.

* Sec. 8. AS 21.09.130 (b)is amended to

read:

(b) Ifnot continued by the insurer,
its certificate of authority shall be suspended
[EXPIRES] at midnight on June 30 following
the failure of the insurer to continue it in force.
The certificate of authority shall expire on
June 30 one year follow ing its suspension
due to failure to continue the certificate of
authority. The director shall prom ptly notify
the insurer of the occurrence of a failure that
may result in suspension [RESULTING IN
IM PENDING EXPUM 'hO N1 ofits certificate
of authority.

* Sec. 9. AS 21.09 is amended by adding a

new section to read:

JT/mroe332.jt

E xisting Statutes

(b) 1fnot continued by the insurer, its

certificate of authority expires at midnight on

June 30 following the failure of the insurer to
continue it in force. The director shall promptly

notify the insurer of the occurrence of a failure

resulting in impending expiration of its

certificate of authority.

Com ments

The addition ofa new subsection
requires that policy form and rate filings by
subm itted for approval under the appropriate
statutes in Chapter 39 and 42 and tnat the
filings may not be submitted with the

application for certificate of authority.

The amendment to this subsection
provides for a suspension of the certificate of
authority instead ofcancellation if the insurer
fails to file the form s or pay the fee to continue
the certificate of authority. This change is to
prevent insurers from ending regulation by

Alaska Division of Insurance when issues

regarding insurance operations may still be
outstanding. It provides a one year suspension
peiiod.

This is a new section which provides a
process for an insurer to voluntarily surrender
their certificate of authority from Alaska. To
surrender the insurer must be in com pliance

with Alaska

March 31, 1994



Proposed Legislation E xiatins? Statutes Comments

Sec. 21.09.135. VOLUNTARY
SURRENDER OF CERTIFICATE OF
AUTHORITY, (a) A foreign adm itted insurer
may apply for voluntarily surrender of its
certificate of authority and the director may
accept such application, if the foreign adm itted

insurer

(1) is in compliance with all
applicable sections of AS 21, or the director
waives in writing each condition of

noncom pliance;

(2) provides a written
confirm ation that any obligations incurred prior
to thevoluntarv surrender of the certificate of
authority will oe paid to guarantee funds and

insurance pools established by Alaska Statute;

and
(3) is dom iciled in a state
that
(A) is accredited by
the N ational Association of Insurance
Com missioners at the time of the
request for voluntary surrender, or
(B) is not accredited
by the N ational Association of
Insurance Com missioners at the time of
the request and agrees in writing to be
subiject to
(i) A'S
21.09.200 and 21.09.205 for a
period of two years, including
payment of any fee related to
filing inform ation with the
director; and
(ii) any other
selection required in writing by
the director for .ny period of
time the director may specify.
JT/mme332.jt -7-
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Proposed Legislation E xisting Statutes Comments

(b) Ifa foreign adm itted insurer
who surrenders a certificate of authority ceases
to exist, all business written and in force
relative to a risk resident, located, or to be
performed in this state shall be law fully
cancelled or reinsured. A reinsurance
agreement covering all or a part ofa risk
described in this subsection shall be approved
by the director before accepting the certificate
of authority for surrender if it meets the

following criteria:

(1) insurance coverage has
not deteriorated from the policies existing at

the time of the transfer,

(2) the assuming insurer is

of equal or better financial standing; and

(3) the assuming insurer is
adm itted to do business in this state, unless

this requirement is waived by the director.

* Sec. 10. AS 21.09.200(f) is amended to The amendment to this subsection
read: requires the filing of annual financial
statem ents with the National Association of
Insurance Com missioners (NAIC) by all
licensed insurers instead ofjust dom estic
insurers. Also provides that the filings must be

on electronic media acceptable to the NAIC.

(f) In addition to the requirements (f) In addition to the requirements of (a)
of (a) of this section, an authorized fA of this section, a dom estic insurer shall file its
DOMESTIC] insurer shall file its annual annual statement with the N ational Association
statement with the N ational Association of of Insurance Com missioners by the due date
Insurance Com missioners on electronic established by the association, and shall pay
m edia acceptable to the jaaociation bv the the applicable filing fee. An insurer that fails
due date established by the association, and to com ply with this subsection is subject to the
shall pay the applicable filing fee. The director penalties specified in (e) of this section,
may waive the filing requirement if the insurer calculated from the filing and fee due date
only transacts business in this state and only established by the N ational Association of
accepts risks relative to a subject resident, Insurance Com m issioners.

located, or to be performed in this state. An
insurer that fails to com ply with this subsection
is subject to the penalties specified in (e) of this
section, calculated from the filing and fee due
date established by the N ational Association of

Insurance Com m issioners.

JT/mme332.jt -8- March 31, 1994



Proposed Legislation

* Sec. 11. AS 21.09.205 is amended by

adding a new subsection to read:

(d) In addition to the requirements
of (a) of this section, an authorized insurer shall
file its quarterly statement with the N ational
A ssociation of Insurance Com missioners on
electronic media acceptable to the association
by the due date established by the association,
and shall pay the applicable filing fee. H ie
director may waive tne filing requirement if the
insurer only transacts business in this state
and only accepts risks relative to a subject
resident, located, or to be performed in this
state. An insurer that fails to com ply with this
subsection is subject to the penalties specified
in (c) of this section, calculated from tne filing
and fee due dato established by the National

A ssociation of Insurance Com missioners.

* Sec. 12. AS 21.09.210 is amended by

adding new subsections to read:

(i) If, within three years of the date
the tax under this section was due, an insurer
discovers a mistake of fact, an error in
calculation, or a misinterpretation of law that
resulted in an overoayment of the tax in an
amount exceeding $250 in any one calendar
year, the insurer may make a written request
to the director for a refund. If the director
determ ines the validity of the mistake, error, or
m isinterpretation, the director shall refund to
the insurer the amount ofthe excess by
granting, at the director's discretion, a
monetary refund or premium tax credit. A
premium tax credit shall be used in the next
calendar year to the fullest extent possible and
each succeeding year until no credit remains. A
premium tax credit shall not reduce the payable
tax, calculated without use of the credit, to less

than zero.

(k) A premium tax credit may not
carry over as an attribute in a transaction
under AS 21.69.610, 21.69.620, 21.78; or similar

transaction entered into by a foreign insurer.

JT/mme332.jt

E xisting Statutes

Com ments

This is a new subsection which requires
that a licensed insurer file quarterly financial
statem ents with the N ational Association of
Insurance Com missioners (NAIC), on
acceptable electronic media, and pay the
applicable filing fee. Failure to comply will

result in penalties.

The following new subsections discuss
the procedures for obtaining a refund or credit
for overpayment of premium taxes by an

insurer.

Subsection (j) allows for the payment of a
premium tax refund when an insurer discovers
that it has made an overpayment due to an
error in calculation, mistake of fact, or

m isinterpretation of law. It (1) limits the time
in which the refund must be discovered to three
years; (2) sets the minimum amount of a refund
w hich can be requested at $250; and (3) gives
the director discretion in payment of a

monetary refund or a premium tax credit.

Subsection (k) was written to avoid trafficking
of the premium tax credit. It prohibits the
transfer or carryover of the credit in

reinsurance transactions or receiverships.
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Proposed Legislation E xisting; Statutes

(1) In thia section "premium tax
i-Tedit’ -
I-TedIt" means an amount that an insurer may
use as an offset against a premium tax

payment.

* Sec. 13. AS 21.09 is amended by adding a

new section to read:

Sec. 21.09.290. RISK RETENTION
GROUPS, (a) A risk retention group formed in
tliis state shall (1) com ply
with 15 U.S.C. 3901 - 3906 (Liability Risk
Retention Act); and

(2) qualify for and hold in
good standing a certificate of authority under
this chapter, limited to liability insurance only.

(b) A risk retention group shall

subm it with its application for a certificate of

authority

(1) the identity of

(A) the initial members

of the risk retention group;

(B) all persons who

organized the risk retention group;

(C) all persons who will
provide adm inistrative services to the risk

retention group;

(D) all persons who will
influence or control the activities of the risk

retention group;

(2) the amount and nature

of initial capitalization;

(3) a plan ofoperation or a
feasibility study that includes the coverage,
deductible, coverage limit, rate, and rating
classification system for each type or claBS of
liability insurance the group intends to offer;

and

<4) the states in which the

risk retention group intends to operate.

JT/mme332.jt

Comment#

Subsection (!) defines a premium tax credit

Subsection (a) sets out the requirements for
being licensed as a risk retention group in this

state.

Subsection Cb) lists the item s that must be
submitted with an application for certificate of

authority.
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(c) At leaat 30 days before a
dom estic risk retention group implements a
m aterial change or revision to an approved plan
of operation or feasibility study, the material
change or revision shall be filed with the
director. A material change or revision may not
be implemented unless the dom estic risk
retention group receives the director’'s written
approval. In tniB subsection, "material change
or revision"” includes an offering of an

additional type or class of liability insurance.

(d) In this section,

(1) "liability" means legal
liability for dam ages, including costs of defense,
legal costs and fees, and other claims expenses,
because of injury to another person, dam age to
property, or other dam age or loss to a person
resulting from or arising out of a business,

w hether profit or nonprofit, trade, product,
service, including a professional service,
premises, or operation; or any actitivy of a state
or local government, or an agency or political
subdivision of a state or local government;
"liability" does not include personal risk
liability or em ployer’'s liability with respect to
its em ployees other than legal liability under
the 46 U.S.C. 51 (Federal Em ployers’' Liability
Act);

(2) "personal risk liability"
means liability for dam ages because ofinjury to
a person, damage to property, or other loss or
damage resulting from a personal, familial, or
household responsibility or activity, rather that
from a responsibility or activity referred to in

(1) of this section.

JT/mme332.jt

E xisting Statutes

-11-

Com ments

Subsection (c) requires the risk retention group

to notify 30 days

in advance any material

change to its plan ofoperation and must

receive the director's written approval of the

change.

Subsection (d) provides definitions

used

in

this section.

of term s
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Sec. 21.09.300. DISCLOSURE OF
M ATERIAL TRANSACTIONS, (a) A domestic
ir.8urer shall file a report with the director
disclosing m aterial acquisition and disposition
of assets or a material nonrenewal,
cancellation, or revision ofceded reinsurance
agreements unless the acquisition and
disposition of assets or material nonrenew al,
cancellation, or revision ofceded reinsurance
agreements have been submitted to the director
for review, approval, or inform ation purposes as

required by this title.

(b) The report required in (a) of this
section is due 16 dayB after tne end of the
calendar month in which any reportable
transaction occurs. A complete copv of the
report, including any exhibits or otner
attachments filed as a part of the report, shall
be filed with the N ational Association of

Insurance Commissioners.

(c) E xcept aB provided in this
section, a report obtained by or disclosed to the
director under this section is confidential, is not
subject to subpoena and may not be made
public by the director, the N ational Association
of Insurance Com missioners, or any other
person, without the prior written consent of the
insurer submitting tne report. If the director,
after giving an insurer uotioe and an
opportunity to be heard, determ ines that the
interest of policyholders, shareholders, or the
public will served by publication of the repoit,
the director may publish all or any part of the
report in a manner the director determines

appropriate.

(d) A dom estic insurer’s report of an

acquisition or disposition of an asset

JT/rame332.jt

E xisting Statutes

Com ments

Subsection
acquisition

nonrenew al

reinsurance agreements

(a) requires disclosure of material

or disposition of assets or m aterial

, cancellation, or revision of ceded

unless the transactions

have been submitted pursuant to other

provisions of the statute.

Subsection (b) requires

the report be filed 15

days after the end of the calendar month in

w hich the transaction

occurs.

Subsection (c) requires that a copy of the report

also be filed with the N ational Association of

Insurance Com missioners (NAIC). The

subsection requires

confidential

that the report be given

treatment by the division, the

N AIC, or any other

person, except sharing with

insurance departments of other states, unless

the insurer gives prior written consentor

unless the director

determ ines it is in the

interest of policvholders, shareholders, or the

public to pu

insurer notice and an

Subsection

blish the

(d) gives

report and gives the

the

opportunity to be heard.

requirements for

reporting transactions ofm aterial acquisition or

disposition

of assets.
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Proposed Legislation E xisting Statutes Comments

(1) shall be made under (a) Paragraph (dX 1) requires that only material
of this section if the acquisition or disposition is transactions be reported and defines material.
m aterial; for purposes of this subsection, an
acquisition or disposition, or the aggregate of a
series of related acquisitions or related
dispositions during any 30-day period is
m aterial if it is nonrecurring, not in the
ordinary course of business, and involves more
than five percent of the reporting insurer’s total
adm itted assets as reported in its mostlecent
statutory financial statem ent filed with the

division;

(2) must be made on asset Paragraph (dX2) requires that asset acquisition
acquisition including each purchase, lease, and dispositions be reported other than the
exchange, merger, consolidation, succession, or development of realproperty for the insurer or
other acquisition other than the construction or acquisition of material for such development.

development of real property by or for the
reporting insurer or the acquisition of

m aterialfor such purpose.

(3) must be made on asset
disposition including each sale, lease, exchange,
merger, consolidation, mortgage, hypothecation,
assignment for the benefit of creditors or
otherwise, abandonment, destruction, or other

disposition;

(4) must include inform ation Paragraph (dX3) lists the inform ation required
on the in the disclosure notice to the division: date,
manner of acquisition or disposition, description
of asset, consideration given or received,
purpose, manner ofdetermining amount of
consideration, gain or loss rec”~Tnijed or

realized, names of persons involved.

(A) date of

transaction;

(B) manner of

acquisition or disposition;

(C) description of the

assets involved;

(D) nature and
amount of the consideration given or y

recedvfd;

(E) purpose of, or

reason for, the transaction;

JT/mme332.jt -13- March 31, 1994



Proposed Legislation

(F) manner by which
the amount ofconsideration was

determ ined;

(G) gain or loss
recognized or realized as a result of the

transaction; and

(H) names of persons
from whom the assets were acquired or

to whom the assets were disposed.

(e) A domestic insurer’'s report of
nonrenewal, cancellation, or revision of a ceded

reinsurance agreement

(1) shall be made under (a)
of this section if the nonrenewal, cancellation,
or revision is material; for purposes of this
section, a material nonrenewal, cancellation, or
revision is one that affects (A) for property and
casualty business, including accident and
health business when written as property and
casualty business, more than 50 percent of an
insurer s ceded written premium; or (B) for life,
annuity, and accident and health business,
more tnan 60 percent of the total reserve credit
taken for business ceded, on an annualized
basis as indicated in the insurer's most recently
filed statutory statement; however, a filing is
not required if the insurer’'s ceded written
premium or the total reserve credit taken for
business ceded represents, on an annual basis,
less than 10 percent ofdirect written premiums
and assumed written premiums or 10 percent of
the statutory reserve requirement before a

cession;

(2) shall be filed without
regard to which party has initiated the
nonrenewal, cancellation, or revision of ceded
reinsurance whenever any of the following

conditions exist:

JT/mme332.jt
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Com ments

Subsection (e) gives the requirements for

reporting transactions ofm aterial nonrenewal,

cancellation or revision of a ceded reinsurance

agreement.

Paragraph (eX 1) requires

that only m aterial

transactions be reported and defines m aterial.

Paragraph (e) (2) requires

be made regardless of who

that the filing must

initiates the

transaction in certain circum stances.
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(A) the entire cession
has been canceled, nonrenewed, or
revised and ceded indem nity and loss
adjustm ent expense reserves after a
nonrenewal, cancellation, or revision
represent less than 50 percent of the
a mparable reserves that would have
been ceded had the nonrenewal,

cancellation, or revision not occurred;

(B) an admitted or
accredited reinsurer has been replaced
on an existing cession by an
unauthorized reinsurer, however, a
report shall be filed only if the result of
the revision affects more than 10

percent of the cession; or

(C) collateral
requirements previously established for
unauthorized reinsurers have been
reduced, however, a report shall be filed
only if the result of the revision aifects

more than 10 percent of the cession; and

(3) must include: Paragraph (e) (3) lists the inform ation required
in the disclosure notice to the division: effective
date, description of the transaction, initiator of
the transaction, purpose or reason, if

applicable, the identity of the replacement

reinsurer.

(A) effective date of
the nonrenewal, cancellation, or
revision;

(B) description of the

transaction with am identification of the

initiator of the transaction;

(Cc) purpose of, or

reason for, the transaction; and

(D) if applicable, the

identity of the replacement reinsurers.
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(0 An insurer is required to report Subsection (f) requires that the report be made
in (a) of this section on a non-consolidated basis on a non-consoliaated basis unless the insurer
unless the insurer is part of a consolidated is part of a consolidated group wliich pools
group of insurers that utilizes a pooling sunstantiallv all of its insurance losses. The
arrangement or 100 percent reinsurance subsection defines "substantially all".

agreement that affects the solvency and
integrity of the insurer’'s reserves and the
insurer ceded substantially all of its direct and
assumed business to the pool. An insurer is
presumed to have ceded substantially all of its
direct and assumed business to a pool if the
insurer has less than $1,000,000 total direct
written premiums and assumed written
premiums during a calendar year that is not
subject to a pooling arrangement and the net
income of the business not subject to the
pooling arrangement represents less than five

percent of the insurer’'s capital and surplus.

Sec. 21.09.310. AUTHORIZATION OF Subsection (a) states what companies to which
U.S. BRANCHES OF ALIEN INSURERS AND this section applies and requires that the U.S.
GENERAL REQUIREMENTS, (a) This section branch will be subject to all laws applicable to
applies to all U.S. branches of alien insurers an Alaska domiciled insurance company.

using this state as a state ofentry to transact
the business ofinsurance in the United States.
E xcept as provided elsew here in this title, the
United States branch is subject to all state laws

applicable to an insurer dom iciled in this state.

(b) An alien insurer may apply for a Subsection (b) sets out the requirements for
certificate of authority to use this state as a applying to use this state as a state ofentry.
state of entry to transact the business of

insurance in the United States by

(1) qualifying as an insurer

licensed to do business in this state; and

(2) establishing a trust
under a trust agreement approved in writing by
the director witn a United States bank
acceptable to the director in an amount no less
than the minimum basic capital or basic
guarantee surplus and additional maintained
surplus required under AS 21.09.070;
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(3) submitting a copy ofits
charter and bylaws, ifany, currently in force, ¢
and otherdocuments necessary to snow the
kind of business which itis authorized to
transact in its domiciliary jurisdiction;
materials submitted under this paragraph must
be attested to as accurate and complete by the
insurance supervisory official in the domiciliary
jurisdiction, and mustinclude an English
translation ifin a language other than English;

(4) submitting a full
statement, subscribed and affirmed as true by
two officers or equivalent responsible
representatives in such manner as the director
prescribes, ofits financial condition as of the
cloBe of ita latest fiscal year, showing its assets,
liabilities, income disbursements, business
transacted, and other facts required to be
shown in its annual statement, as reported to
the insurance supervisory official in its
domiciliary jurisdiction; all documents
submitted under this paragraph mustinclude
an English translation ifin a language other
than English;

(5) submitting to an
examination under AS 21.06.120(d) at its
principal office within the United States, and
elsewhere if necessary, unless the director
accepts a full report of the last recent
examination certified by the insurance
supervisory official of tne insurer's domiciliary
jurisdiction; and

(6) paymentoffees
established under AS 21.06.250.

(c) Before issuing or renewing a
certificate of authority to any United States
branch, the director may require satisfactory
proofthat the insurer does notintend to
transact business ofinsurance in violation of
the provisions of this title or that is not
authorized by its charter. Proofrequired under
this subsection may include the alien insurer'’s
;harter, an agreement evidenced by a duly
certified resolution of its board of directors, or
other proofthat the director may require,
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(d) The director may renew a
certificate ofauthority for a United States
branch if satisfied, by proofthe director may
require, that the insureris not delinquent with
respect to a requirement or qualification
imposed by this title and that its continuance
to transactthe business ofinsurance in this
state will not be hazardous or prejudicial to the
beat interest ofthe people of this state.

(e) A United States branch may not
receive orrenewed a certificate ofauthority in
this state

(1) to transact a kind of
insurance oracombination ofkinds of
insurance that are not permitted to be
transacted by domestic insurers in this state;

(2) ifittransacts business
other than the business ofinsurance anywhere
else within the United States unless the
business, in the opinion of the director, is
necessarily or properly incidental to the kind of
insurance thatitis authorized to transact in
this state;

(3) ifitfails to keep full and
correct entries of its transactions; records of
entries shall at all times be maintained in its
principal office within this state; or

(4) ifitfails to comply with
arequirementorlimitation ofthis title tnat is
not exempted from by another provision of this
title and that is applicable to similar domestic
insurers and if, in the judgment ofthe director,
the requirementor limitation is necessary to
protect the interest ofthe policyholders;

(f) A United States branch that
transacts a kind or combination ofkinds of
-insurance outside this state thatis not
permitted to be done in this state by sim ilar
domestic insurers may not have a certificate of
authority issued or renewed in this state
unless, in thejudgmentofthe director, the
transaction of that kind of insurance is not
prejudicial to the bestinterest of the people of
this state.

JT/mme332.jt 18

Comments

Subsection (d) allows the director to require
evidence from the board of directors that the
insurer will not violate Alaska law or its
charter.

Subsection (e) allows the director to renew a
certificate of authority fora U.S. branch if the
U.S. branch meets the requirements for
renewal.

Subsection (0 lists the conditions ofthe U.S.
branch which if they existed would prohibit the
director from issuing orrenewing a certificate
ofauthority.
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(q) A United StateB branch shall
maintain assets in the trust accountin an
amount not less than the United States
branch's reserves and other liabilities, plus the
minimum basic capital or basic guarantee
surplus and additional maintained surplus
required under AS 21.09.070.

(h) A written trust agreement must
contain provisions that

(1) vest legal title to
trusteed assets in the trustees, and their
law fully appointed successors;

(2) require that all assets
deposited in the trust mustbe continuously
kept within the United States;

(3) provide for substitution
ofa new trustee or trustees in case ofa vacancy
by death, resignation, or other reason, subject
to the prior written approval of the director;

(4) require that the trustee
continuously maintain a record sufficient to
identify the assets of the trust fund;

(5) require that the trusteed
assets consist only ofcash, investments eligible
for investment of the funds ofdom estic
insurers, and accrued interest on assets, if
collectible by the trustee, subject to the limits
oninvestmentofthe funds by domestic insurers
under this title;

(6) require that the trust be
for the exclusive benefit, security, and
protection ofthe policyholders, or policyholders
and creditors, of the United States branch in
the United States and that the trust be
maintained as long as there is an outstanding
liability of the alien insurer arising out of its
transaction of insurance in the United States;
and

<TT/mme332.t -19-

Comments

Subsection (g) prohibits the U.S. branch insurer
from transacting business outside of Alaska
that is not permitted in Alaska unlesB such
restriction would be prejudicial to the beBt
interest of the Alaska public.

Subsection (h) requires the U.S. branch to
maintain assets in a trustaccountin an
amount no leBS than the U.S. branches reserves
and other liabilities and minimum basic capital
and surplus.
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(1) provide that withdrawals
ofan asset may not be made or permitted by a
trustee without the prior written approval of
the director except

(A) to make deposits
required by law in a state for the
security or benefitofall policyholders,
or policyholders and creditors, ofthe
United States branch in the United
States;

(B) to withdraw
funds deposited in another state under
(A)ofthis paragraph if

(i) the
written trust agreement
requires prior written approval
ofthe insurance supervising
official of that other state;

(i) written
notice of the nature and extent
ofthe withdrawal is provided to
the director within 30 dayB of
the withdrawal; and

(iii) the total
trusteed assets remaining are in
excess of the total trusteed
assets required to be maintained
under (g) ofthis section;

(C) upon the specific
written direction of the United States
manager, who isduly authorized and is
acting under either general or specific
written authority previously given or
delegated by the board of directors, to
substitute other assets as permitted by
this title ifofatleastequalvalue and
guality to those withdrawn; or

(D) to transfer assets
to an official liguidator or rehabilitator =
under an orderofa court ofcompetent
jurisdiction; or
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(E) if provided under
the terms of the written trust
agreement, to pay over to the United
States manager ofthe United States
branch, upon request, income,
dividends, or interest accumulations of
the assets of the trust fund that are in
excess of the total trusteed assets
required to be maintained under (g) of
this section.

(i) The written trust agreement
and all amendments to it shall be authenticated
ina form and manner as the director may
prescribe and may not take effect until
approved by the director. The director may not
approve a trust agreement unlesB the director
makes a written finding that

(1) the written trust
agreementor its amendments are sufficient in
form and in conform ity with law;

(2) a person designated as a
trustee is eligible to act in that capacity; and

(3) the written trust
agreementis adequate to protect the interests
of the beneficiaries of the trust.

The director may approve
written modifications of, or variations in, a
written trust agreement upon a finding that the
proposed changes are not prejudicial to the
interests of the people of this state or the
United States policyholders and creditors of the
United States hranch.

(k) The directormay conduct
examinations ofthe trusteed assets ofany
authorized United States branc'i at the
insurer's expense and may require the trustee
or trustees to file a statement, in a form as
prescribed by the director, certifying the assets
and amounts ofthe trust fund.

JT/mme332 jt

Existing Statutes

Comments

Subsection (i) lists the requirements for the
written trust agreement which must exist for
the U.S. branch to conduct business in the
United States.

Subsection (i) states that the trust agreement
shall be in the form required by the director
and not be effective until approved by the
director.

Subsection (k) states that the director may
approve written modifications of the written
trust agreement.
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(1) The director, upon lirding that
the requisites for the approval no longer exist,
may issue an ordet that withdraws approval of
the written trust agreement and any
amendments toit. An order issued under this
subsection takes effect 10 days after being
issued.

(m) In addition to all other actions
permitted under this title, refusal, or neglect of
a trustee to comply with the requirements of
this title is a cause for suspension or revocation
of the United States branch's certificate of
authority or the liguidation ofthe alien
insurer's United States branch.

(n) Annual statements under AS
21.09.200 and quarterly statements under AS
21.09.205; (1) may only relate to insurance
transactions and affairs within the United
States, assets held by or for the United States
branch for the protection of policyholdera and
creditors within the United States, and
liabilities incurred against those assets; may
notcontain a statementin regard to assets and
business transacted in a place not described in
this subsection. The annual and quarterly
statements shall be signed and verified by the
United States manager, attorney-in-fact, or a
duly empowered assistant United States
manager, of the United States branch.

JT/mme332.jt

Comments

Subsection (1) allows the director to conduct
examinations of trusteed assets and may
require the trustee to file statements as to the
trust fund.

Subsection (m) allows the director to withdraw
approyal ofthe trust agreement, effective in 10
days, if the requirements for the agreement do
not now exist.

Subsection (n) allows thatrefusalor neglect of
the statute requirements is cause for
suspension or revocation of the certificate of
authority.
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(0) In a form prescribed by the
director, each authorized United States branch
shall file with its annual and quarterly
statements a statement oftrusteed surplus
covering the same time period. The trusteed
surplus shall consist of the aggregate value of
the United States branch's general state
deposits and assets deposited with a trustee
under this section, plus accrued interestincome
if the interest were collected by the states for
the trustees, less the aggregate netamountof
all its reserves and other liahilities in the
United States as determined under this
subsection. The items ofsecurities and other
property held under trust deeds shall be
certified by the Unitod States trustee. To
determine the netamountofthe United States
branch's liabilities in the United States to be
reported in the statement oftrusteed surplus,
the United States branch shall adjust its total
liabilities reported on its accompanying annual
orquarterly statement as follows:

(1) by adding back liabilities
used to offset admitted assets reported in the
accompanying annualor quarterly statement;
and

(2) by deducting

(A) unearned
premiums on agent's balances or
uncollected premiums notmore than 90
days pastdue;

(B) reinsurance on
losses with authorized insurers, less
unpaid reinsurance premiums;

(C reinsurance
recoverables on paid losses from
unauthorized insurers that are included
as an assetin the annual statement,
butonly to the extent a liability for
unauthorized recoverables as described
in this paragraph are included in the
liabilities report in the trusteed surplus
statement;
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Comments

Subsection (o) requires that annual and
quarterly financial statements relate only to
transactions within the United States and
states who must sign the statement.
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(D) special state
deposits held for the exclusive benefit of
policyholders, or policyholders and
creditors, ofa particular state not
exceeding net liabilities reported for

that state;
_ (E) secured accrued
retrospective premiums;
(F) ifalifeinsurer
(i) the

amountofits policy loans to
policyholders within the United
States, not exceeding the
amountoflegal reserve required
on each affected policy, and

(i) the net
amountofuncollected and
deferred premiums; and

(G) other non-
tTusteed assets, upon a written finding
by the director that the other non-
trusteed assets secure liahilities in a
substantially similar manner to those
jermitted under this subsection.

p) In addition to the annual and
quarterly statements and the statements of
trusteed surplus, the director may require
additional inform ation relating to total business
or assets, orany portion of them, of the alien
insurer orits United States branch.

(q) In addition to the general
statementofthe financial condition of the
United States branch, areportofexamination
mustinclude a trusteed surplus statementas of
the date of the examination.

(r) In this section,

(1) "trusteed assets" are the
assets maintained in a trust accountunder (g)
of this section;
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Comments

Subsection (p)requires thata statement of
trusteed surplus Be filed with the annual and
quarterly financial statement and give3 the
requirements for that statement.

Subsection (q) allows the director to require
additional inform ation on the business of the
alien insurerorits U.S. branch.

Subsection (r) requires thata reportof
examination of the U.S. branch include a
trusteed surplus statement.

Subsection (s) adds definitions ofthe terms
"trusteed assets" and "United States branch”
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(2) "United States branch"
means the business unit through which
business is transacted within tne United States
by un alien insurer and the assets and
liabilities of the insurer within the united
States applicable to that business.

*Sec. 14. AS 21.09.310(b)is repealed and
reenacted to read:

(b) A alien insurer may apply for a
certificate ofauthority to use this state as a
state of entry to transactthe business of
insurance in the United States by

(1) qualifying as an insurer
licensed to do business in this state; and

(2) establishing a trust
under a trust agreementapproved in writing by
the director with a United States bank
acceptable to the directorin an amountno less
than the greater of

(A) the minimum
basic capital or basic guarantee surplus
and additional maintained surplus
required underAS 21.09.070; or

(B) the authorized
control level risk based capital under
AS 21.14;

(3) submitting a copy ofits
charter and bylaws, if any, currently in force,
and otherdocuments necessary to show the
kind of business which it is authorized to
transact in its domiciliary jurisdiction;
documents submitted under this paragraph
must be attested to as accurate and complete by
the insurance supervisory official in its
domiciliary jurisaiction, and must include an
English translation ifin a language other than
English;
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Comments

The repeal and reenactment of this subsection
included in Section 13 is to add that a trust
account must be inan amountnotless than
minimum capital and surplus norless than the
risk based capital number. This section would
hecome effective when risk hased capital
legislation is adopted.

March 31, 1994



Prct»08ed Legislation Existing Statutes

(4) submitting a full
statement, subscribed and affirmed as true by
tv.o officers orequivalent responsible
representatives in a manner that the director
prescribes, ofits financial condition as of the
close ofits latest fiscal year, showing its assets
liabilities, income dishursements, business
transacted, and other facts required to be
shown in its annual statement, as reported to
the insurance supervisory official in its
domiciliary jurisdiction; all documents
submitted under this paragraph mustinclude
an English translation ifin a language other
than English;

(5) submitting to an
examination under AS 21.06.120(d) at its
principal office within the United States, and
elsewhere if necessary, unless the director
accepts a full report of the insurer’s recent
examination ana the report has been certified
by the insurance supervisory official of the
insurer's domiciliary jurisdiction; and

(5) payment offees
established under AS 21.06.250.

*Sec. 15. AS 21.09.310(g)is amended to
read:

A United States branch shall
maintain assets in the trust accountin an
amountnotless than the United States
branch’s reserves and other liabilities plus the

greater of

(1) the minimum basic
capital or basic guarantee surplus and
additional maintained surplus required under
AS 21.09.070; or
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Comments

The repeal and reenactment of this subsection
included in Section 13 is to add that the
trusteed assets maintained may not be less
than minimum capital and surplus or less than
the risk based capital number. This section
would become effective when risk based capital
legislation is adopted.
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*Sec. 16. AS/1.12.020 (a)ia amended to
read:

(a) Credit forreinsurance
transactions shall be allowed a domestic ceding
insurer as eitheran assetora deduction from
liability on account ofreinsurance ceded only if
the reinsurance is ceded to an

(1) assuming insurer that is
licensed to transactinsurance orreinsurance in
this state;

(2) assuming insurer that is
accredited as a reinsurer in this state, an
accredited reinsurer is one that

JT/mme332.t

Existing Statutes

(a) Credit forreinsurance transactions
shall be allowed a domestic ceding insurer as
either an assetor a deduction from liability on
account ofreinsurance ceded only if the
reinsurance is ceded to an

(1) assuming insurer thatis
licensed to transactinsurance orreinsurance in
this state;

(2) assuming insurer thatis
accredited as a reinsurer in this state; an
accredited reinsureris one that

27-

Comments

The amendments to this subsection are to make
corrections for errors made when this section
was mostrecently adopted in 1992. The
amendments require that fora US branch ofa
non-US reinsurer to become accredited they
must be licensed in at least one state that is
accredited by the National Association of
Insurance Commissioners (NAIC).
Accreditation is a program of the NAIC which
reviews state insurance divisions to determine
ifthey meeta setofstandards considered to be
the minimum necessary for effective regulation.
Otheramendments recognize the addition of
incorporated members to group insurers (such
as Lloyd's ofLondon) and require that the
incorporated membernnot be engaged in any
other business other than underwriting as a
memberofthe group.
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(A) files evidence
ofsubmission fSUBMITS! to this
state'sjurisdiction, submits to this
state's authority to examine its books
and records under AS 21.06.120. iB
licensed to transactinsurance or
reinsurance in at least one state thatis
accredited by the National Association
oflnsurance Commissioners, or. in the
case ofa United States branch ofan
alien adm itted insurer,is entered
through and licensed to transact
insurance orreinsurance in atleast
one state thatis accredited by the

NationalAssociation oflnsurance
Commissioners; [AND FLLEG
ANNUALLY WItfH THE DIRECTOR A
COPY OF THE REINSURER'S
ANNUAL STATEMENT FILED WITH
THE INSURANCE DEPARTMENT OF
THE REINSURER'S STATE OF
DOMICILE AND ACOPY OF THE
REINSURER'S MOST RECENT
AUDITED FINANCIAL STATEMENT;
OR]

(B) [IN THE CASE
OF AUNITED STATES BRANCH OF
AN ALIEN ASSUMING INSURER, IS
ENTERED THROUGH, AND
LICENSED TO TRANSACT
INSURANCE OR REINSURANCE IN
AT LEAST ONE STATE FILES
ANNUALLY WITH THE DIRECTOR A
COPY OF ITS ANNUAL FINANCIAL
STATEMENT THAT IS FILED WITH
THE INSURANCE REGULATORY
AGENCY OF ITS STATE OF
DOMICILE, AND] maintains at least
$20,000,000 in policyholder surplus and
whose accreditation has notbeen
denied by the director within 90
days ofapplication to the director,
or maintains less than $20,000,000
in policyholdersurplus and whose
application for accreditation has
been approved bv the director: and
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A) submits to this
state'sjurisdiction, submits to this
state's authority to examine its books
and records, is licensed to transact
insurance or reinsurance in at least one
state thatis accredited by the National
Association of Insurance
Commissioners, and files annually with
the director a copy of the reinsurer’s
annual statement filed with the
insurance department of the reinsurer’s
state of domicile and a copy of the
reinsurer's mostrecentauaited financial
statement; or

(B)in the case ofa
United States branch ofan alien
assuming insurer, is entered through,
and licensed to transactinsurance or
reinsurance in, at least one state
accredited by the National Association
ofInsurance Commissioners, files
annually with the directora copy of its
annual financial statement that is filed
with the insurance regulatory agency of
its state of dom icile, and maintains at
least $20,000,000 in policyholder
surplus; the surplus requirements in
this subparagraph do notapply to
reinsurance ceded and assumed under a
pooling arrangement among insurers in
the same holding company system;

Comments
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(C) files annually
with the directora copy of the reinsurer's
annual financialstatement filed with the

o<
w
=

(3) assuming insurer thatis
domiciled in a state, or in the caseofa United
States branch ofan alien assuming insurer, is
entered through a state that is accredited by
the National Association of Insurance
Commissioners that employs standards
regarding credit for reinsurance ceded
substantially similar to those applicable under
(1)and (2) of this subsection, the assuming
insurer maintains a policyholder surplus of at
least $20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records; the surplus
requirements in this paragraph do notapply to
reinsurance ceded and assumed under a pooling
arrangementamong insurers in the same
holding company system;

(4) assuming alien insurer
that

(A, maintains a trust
fund in a qualified United States
financial institution for the payment of
the valid claims ofits United States
policyholders and ceding insurers, and
their assigns and successors in interest,
that conforms to the following
requirements:
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(3) assuming insurer that is
domiciled in a state, or in the case ofa United
States branch ofan alien assuming insurer, is
entered through a state accredited by the
National Association of Insurance
Commissioners that employs standards
regarding credit for reinsurance ceded
substantially similar to those applicable under
(1) and (2) O this subsection, the assuming
insurer maintains a policyholder surplus ofat
least $20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records: the surplus
requirements in this paragraph donotapply to
reinsurance ceded ana assumed undera pooling
arrangementamong insurers in the same
holding company system ;

(4) assuming alien insurer that

(A)maintains a trust
fund in a qualified United States
financial institution for the paymentof
the valid claims ofits United States
policyholders and ceding insurers, and
their assigns and successors in interest,
that conforms to the following
requirements:

Comments

March 31, 1994



JT/mrae332.jt

Proposed Legislation

(i) the trust
shall be established in a form
approved by the director; the
trust instrument must provide
that contested claims are valid
and enforceable upon the final
orderofany courtofcompetent
jurisdiction in the United States;
the trust shall vestlegal title to
its assets in the trustees of the
trust for its United States
policyholders and ceding
insurers, their assigns, and
successors in interest; the trust
and the assuming insurer are
subject to examination as
determined by the director; the
trust mustremain in effect for
so long as the assuming insurer
has outstanding liabilities due
under the reinsurance
agreements subject to the trust;

(i) onor
before March 1 ofeach year the
trustees shall report in writing
to the director on the balance of
the trust and list the trust's
investments at the end of the
preceding year, and shall certify
the date of termination of the
trust, if so planned, cr certify
that the trust does not expire
before the following December
3L,

Existina Statutes

(i) the trust shall
be established in a form
approved by the director; the
trust instrument must provide
that contested claims are valid
and enforceable upon the final
orderofany courtofcompetent
jurisdiction in the United States;
the trust shall vest legal title to
its assets in the trustees of the
trust for its United States
policyholders and ceding
insurers, their assigns, and
successors in interest; the trust
and the assuming insurer are
subject to examination as
determined by the director; the
trust mustremain in effect for
so long as the assuming insurer
hts outstanding liabilities due
under the reinsurance
agreements subject to the trust;

(i) on or before
March L ofeach yearthe
trustees shall reportin writing
to the director on the balance of
the trust and list the trust's
investments at the end of the
preceding year, and shall certify
the date of termination of the
trust, if so planned, or certify
that the trust does not expire
before the following December

31,

Comments
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(iii) in the
case ofa single assuming
insurer, the trust shall consist of
trust money representing the
assuming insurer’'s liabilities
attributable to business written
in the United States and, in
addition, include a trust surplus
ofnotless than $20,000,000; the
single assuming insurer shall
make available to the director
an annual certification of the
insurer's solvency by the
insurer's domiciliary regulator
and by an independent public
accountant;

LELEANL

Existing Statutes

(iii) in the case of
a single assuming insurer, the
trust shall consist of trust
money representing the
assuming insurer's liabilities
attributable to business written
in the United States and, in
addition, include a trust surplus
ofnotless than $20,000,000; the
single assuming insurer shall
make available to the director
an annual certification of the
insurer's solvency by the
insurer's domiciliary regulator
and by an independent public
accountant;

-3-
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(iv) in the
case ofa group,including
incorporated and [OF]
individual unincorporated
insurers, the trust shaU consist
oftrust money representing the
group’s liabilities attributable to
business written in the United
States and, in addition, include
a trust surplus notless than
$100,000,000; the
incorporated members ofthe
{group shallnothe engaged
m any businefl* other than-
underwriting «<aa memberof
the group and shall be
subjectto thc same levelof
solvency regulation and
controlby the group's
domiciliary regulatoraa are
the unincorporated
members; the group shall make
available to the director an
annual certification of the
solvency ofeach insurer [OF
THE INDIVIDUAL
UNINCORPORATED
INSURERS] by the group’s
domiciliary regulator and by an
independent certified public
account, or, fora Canadian or
British insurer, an
independent Canadian or
British chartered
accountant;

JT/mme332.jt

Existing Statutes Comments

(iv)in the case of
a group ofindividual
unincorporated'insurers, the
trust shall consist of trust
money representing the group’s
liabilities attributable to
business written in the United
States and, in addition, include
a trust surplus notless than
$100,000,000; the group shall
make available to the director
an annual certification of the
solvency ofeach of the
individual unincorporated
insurers by the group's
domiciliary regulator and by an
independent certified public
accountant;

March 31, 19%4
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(v) in the
case ofa group ofincorporated
insurers undercommon
administration that complies
with the reporting requirements
contained in (ii) of this
subparagraph, that has
continuously transacted an
insurance business outside the
United States for at least three
years immediately before
making application for
accreditation, that submits to
this state's authority to examine
its books and records and bears
the expense ofthe examination,
and that has aggregate
policyholders' surplus of
$10,000,000,000, the trust shall
be in an amountequal to the
group's several liabilities
attributable to business ceded
by United States ceding insurers
toamemberofthe group under
reinsurance contracts issued in
the name ofthe group, and the
group shall muintain ajoint
trustee surplus, ofwhicn
$100 000,000 shall be held
jointly for the benefit of United
States ceding insurers ofa
memberoftne group as
additional security tor the
group's liabilities, and each
memberofthe group shall make
available to the director an
annual certification of the
member's solvency by the
member'sdomiciliary regulator
and the member'sindependent
certified public accountant, or.
fora Canadian or British
insurer, the member's
independent Canadian or
British chartered
accountant: and

Existing Statutes

(v)in the case of
a group ofincorporated insurers
under common administration
that complies with the reporting
requirements contained in (ii) of
this subparagraph, that has
continuously transacted an
insurance husiness outside the
United States for at least 110*66
years immediately before
making application for
accreditation, that submits to
this state's authority to examine
its books and records and bears
the expense of the examination,
and thathas aggregate
policyholders' surplus of
$10,000,000,000, the trust shall
he in an amountequal to the
group's several liabilities
attributable to business ceded by
United States ceding insurers to
amemberofthe group under
reins " ance contracts issued in
the name of the group, and the
group shall maintain ajoint
trustee surplus, ofwhich
$100,000,000 shall be held
jointly for the benefitof United
States ceding insurers ofa
memberoftSe group as
additional security for the
gioup's liahilities, and each
memberofthe group shall make
available to the director an
annual certification of the
member's solvency by the
members domicihaiy regulator
and the member'sindependent
certified public accountant; and

Comments
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(B) reports annually
to the director information substantially
the same as that required to be reports!
0' the National Association of
1 ~urance Commissioners annual
statement form by licensed insurers to
enable the director to determine the
sufficiency of the trust fund;

(5) assuming insurer that
does not meet the requirements of(l)-(4) of
this subsection, but only with respect to the
insurance ofrisks located in jurisdictions where
the reinsurance is required by applicable law or
regulation of thatjurisdiction.

*Sec. 17. AS 21.18.060(b) is amended to
read:

(b) The director may require that
the reserves be equal to the unearned portions
ofthe gross premiums in force afterdeducting
applicable reinsurance in solventinsurers as
computed on each respective risk from the
policy's date ofissue. [EXCEPT AS

BY THE DIRE R
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Existing Statutes

(B) reports annually to
the director inform ation substantially
the same as that required to be reported
on the National Association of
Insurance Commissioners' annual
statement form by licensed insurers to
enable the director to determine the
sufficiency ofthe trust fund; (5)
assuming insurer that does not meet
the requirements of (1) - (4) of this
subsection, but only with respect to the
insurance ofrisks located in
jurisdictions where the reinsurance is
required by applicable law orregulation
ofthatjurisdiction.

(b) The director may require that the
reserves he equal to the unearned portions of
the gross premiums in force after deducting
applicable reinsurance in solvent insurers as
computed on each respective risk from the
policy’'sdate ofissue. Exceptasrequired by
the director under this subsection, the portions
ofthe gross premium in force, less applicahle
reinsurance in solventinsurers, to be neld as an
unearned premium reserve shall be computed
according to the following table:

Comments

The amendment to this section removes the
outdated method for determining unearned
premium on property/casualty policies and
requires a prorata determination ofunearned
premium atany pointin time. Premium for
property/casualty policies is required to be
earned in the accounting records over the term
ofthe insurance policy. This change was
suggested by the NAIC accreditation team
dunng review of Alaska insurance statute.

March 31, 194
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TERM FOR WHICH POLICY RESERVE FOR UNEARNED  1€IM for Which PO”Cy Reserve for Unearned
WAS WRITTEN PREMIUM Was Written Premium

Lyear 01 185 S s s —— 112
2 years

Istyear 314
2nd year 1/4
3 years

LST Y B T s 5/6
2nd year 112
R T N N 1/6
4 years

Istyear

2nd year

3rd Y € & T e —— 3/8
4th year ... s —— . 1/8
5years

LS Y 8 8 1 o 9/10
2nd year . 1110
R I 12
4th year . . 310
R L 1710

OVET 5 YRAIS s pro rata.

The amendment to this section clarifies that
insurers must compute all reserves on a basis
atleast as frequent as monthly.

(c) An [IN
COMPUTATION'ACC
TABLE IN (b)OF THI
insurer shall [AT ITS
all ofthe reserves on a monthly

frequent pro rata basis.

TH
OR
)
0P

*Sec. 19, AS 21.18.090 iB amended to read; The amendment to this section removes the
outdated method for determining loss reserves
on liability and workers compensation policies
and allows accounting recognition of
determined and estimated Tosses. This change
was suggested by the NAIC accreditation team
during review ofAlaska insurance statute.
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Sec.21.18.090. LOSS RESERVES,
LIABILITY INSURANCE, AND WORKERS'
COMPENSATION. Where required in the form
ofannual statement required of the insurer, the
reserve foroutstanding losses underinsurance
against loss or damage from accident to or
injuries suffered by an employee or other
person and for which the insured is liable shall
be computed as follows:

(1) for all liability claim s
underpolicies written more than three
years before the end ofthe calendaryear
covered by the annualstatement, the
r%sedrvesha_llbetheundasc_ountedvalueof
the determ e t ture
ouyn s [SUITS BEING DEPENED
UNDERTOLICIES WRITTEN MORE THAN

(A) 10 YEARS
HE DATE THE
NT IS MADE, $1,500 FOR
T .

BEFORE T
STATEME
EACH SUI
B)  FI
AN 10

ENT IS
AN

ESS TH
TATEM
ACH SUIT
(C
S

— >
O =
Mo
moow —

)
MORE AND LESS
BEFORE THE STA
$850 FOR EACH S

(2) for all liability policies
written during the three years immediately
preceding the end ofthe calendar year covered
by the annual statement, the reserve shall be
the greater of 60 percentofthe earned
liability premiums ofeach of the three years
leBS all losses and expense payments made
under liability policies written in the
corresponding years or the undiscounted

IBUTTHETIESERVE; Fo o 'THE £IRST OF

THE THREE YEARS, SHALL BE NOT LESS
THAN $750 FOR EACH OUTSTANDING
LIABILITY SUIT ON THE YEARSS

POLICIES];
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SECTION 21.18.090. LOSS RESERVES,
LIABILITY INSURANCE, AND WORKERS'
COMPENSATION. Where required in the form
ofannual statement required of the insurer, the
reserve for outstanding losses under insurance
against loss or damage from accident to or
injuries suffered by an employee or other
person and for which the insured is liable shall
be computed as follows:

(1) for all liability suits being
defended under policies written more than

(A) 10 years before the
date the statementis made, $1,500 for
gach Buit;

(B) five ormore and less
than 10 years before the statement is
made, $1,000 for each suit;

(C) three or more and
leas than five years before the
statement is made, $850 for each suit;

(2) for all liability policies
written during the three years immediately
preceding the date the statementis made, the
reserve shallbe 60 percentofthe earned
liability premiums ofeach ofthe three years
less all losses and expense payments made
under liability policies written in the
corresponding years; but the reserve, for the
first of the three years, shall be not lesB than
$750 for each outstanding liability suit on the
year's policies;

Comments
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(3) forall workers’
compensation claims under policies written
more than three vears before the end ofthe
calendaryearcovered by the annual
statement IS MADE]. the reserve mav not
[SHALL] be less than the presentvalue at four
percentinterestofthe determined and the
estimated future payments;

(4) for all workers’
compensation claims under policies written in
the three years immediately preceding the end
ofthe calendaryearcovered by [DATE] the
annual statement [IS MADE], the reserve may
not [SHALL] be lees than 65 percentofthe
earned workers'compensation premiums of
each ofthe three years, leas all foes and loss
expense payments made in connection with the
claims under policies written in the
corresponding years; [BUT IN THE FIRST
YEAR OF THE THREE-YEAR PERIOD,] the
reserve may not [SHALL] be [NOT]less than
the presentvalue at four [4] percent interest
ofthe determined and the estimated unpaid
compensation claims under policies written
during the three-yearperiod.

*Sec. 20. AS 21.21.250(a)is amended to
read:

(a) An insurermay make loans or
investments not otherwise expressly perm itted
under this chapter, in aggregate amount not
over five percentofthe insurer's assets and not
overone percentofthe insurer's assets for
[OF] any one loan orinvestment, if the loan or
investmert fulfills the requirements of AS
21.21.030, and otherwise qualifies as a sound
investment. However, a loan orinvestmentmay
not be represented by

(1) an item described in AS
21.28.030, or a loan orinvestment otherwise
expressly prohibited;

JT/mrae332.jt
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(3) for all workers' compensation
claims under policies written more than three
years before tne statement is made, the reserve
shall be the presentvalue at four per cent
interestofthe determined and the estimated
future payments;

(4) for all workers' compensation
claims under policies written in the three years
immediately preceding the date the statement
is made, the reserve snail be 65 percentofthe
earned compensation premiums ofeach of the
three years, less all loss and loss expense
payments made in connection with the claims
under policies written in the corresponding
years:outin the firstyearofthe thm'-year
period, the reserve shall be not less tl\an the
presentvalue at4 percentinterest, of the
determined and the estimated unpaid
compensation claims under policies written
during the year.

SECTION 21.21.250. MISCELLANEOQOUS
INVESTMENTS, (a) Aninsurermay make
loans orinvestments not otherwise expressiy
permitted under this chapter, in aggregate
amountnotover five percent ofthe insurer’s
assets and not overone percentofthe assets of
any oneloan orinvestment, if the loan or
investment fulfills the requirements of AS
21.21.030, and otherwise qualifies as a sound
investment. However, a loan orinvestment may
not be represented by

(1) an item described in AS
21.18.030, or a loan orinvestment otherwise
expressly prohibited;

37-

Comments

The amendment to this section is to clarify the
meaning of this investment lim itation called
the "basketclause". This clause allows insurers
to investa small amountin investments that
are notprohibited by law. No substantive
change is made.

March 31, 1994



Proposed Legislation

(2) agents' balances, or
amounts advanced to orowing by agents or
former agents of the insurer, whetheror not
secured; except policy loans, mortgage loans,
and collateral loans otherwise authorized under
this chapter;

(3) a category ofloans or
investments eligible under other provisions of
this chapter; or

(4) an asset theretofore
acquired or held by the insurerunder any other
category ofloans or investments eligible under
this chapter.

*Sec. 21. AS 21.21.370(a)is amended to
read:

(a) A domestic insurer may [NOT]
acauire, directly orindirectly, a medium grade
orlower grade obligation or an institution if,
after giving effect to the acquisition,

(1) the aggregate amountof
all medium grade and lower grade obligations
held by the domestic insurerdoesnotexceed
[EXCEEDS] 20 percentofits admitted assets
and ifnotmaore than

(A) 10 percentofits
admitted assets consistofobligations
rated four, five, or six by the securities
valuation office;

(B) three percentof
its admitted assets consist ofobligations
rated five or six by the securities
valuation office; and

JT/mme332.jt

Existing Statutes

(2) agents'balances, oramounts
advanced to orowing by agents or former
agents of the insurer, whether or not secured;
except policy loans, mortgage loans, and
collateral loanB otherwise authorized under this
chapter,

(3) a category ofloana or
investments eligible under other provisions of
this chapter,

(4) an asBet theretofore acquired
orheld by the insurerunder any other category
ofloans orinvestments eligible under thiB
chapter.

SECTION 21.21.370. INVESTMENTS IN
MEDIUM GRADE AND LOWER GRADE
OBLIGATIONS, (a) A domestic insurer may
notacquire, directiv or indirectly, a medium
grade or lower grade obligation of an institution
if, after giving effect to the acquisition,

(1) the aggregate amountofall
medium grade and lower grade obligations held
by the domestic insurer exceeds 20 percent of
its admitted assets if not more than

(A) 10 percent ofits
admitted assets consistofobligations
rated four, five, or six by the securities
valuation office;

(B) three percent ofits
admitted assets consistofobligations
rated five or six by the securities
valuation office; and

Comments

The amendment to this section is a change to
clarify the meaning and application of the
investment limitations on medium and lower

grade bonds.

March 31, 1994



FYoposed Legislation

(C) one percent of its
admitted assets consist of obligations
rated six by the securities valuation
office; and [OR]

(2) the aggregate amountof
all medium grade and [OR]lower grade
obligations held bv the domestic insurer does
notexceed [EXCEEDSL 30 percentofits
policyholders'surplus accountaa shown by the
insurer's mostrecentreport filed underAS
21.06.150, AS 21.09.200, or AS 21.09.205.

*Sec.22. AS21.22.010(g)is amended to
read:

(9) The provisions of this section do
notapply to

(1) an offer of, request for,
invitation for, or agreementregarding], OR]
acquisition of a voting security that,
immediately before the consummation of the
offer, request, invitation, agreement, or
acquisition, was notissued and outstanding; or

(2) an offer, request,
invitation, agreement, or acquisition that the
directorby order may exemptas nothaving
heen made or entered into for the purpose and
not having the effectofchanging or influencing
the control of the domestic insurer.

*Sec.23. AS21.22.030(a)is amended to
read:

JT/mme332.t

Existing Statutes

(C)one percent of its
admitted assets consistofobligations
rated six by the securities valuation
office; or

(2) the aggregate amountofall
medium grade or lower grade obligations held
by the domestic insurer exceeds 30 percent of
its policyholders' surplus account as shown by
the insurer's most recentreport filed under AS
21.06.150, AS 21.09.200, 0r 21.09.205.

(g) The provisions ofthis section do not
apply to

(1) an offer of, request for,
invitation for, agreementregarding, or
acquisition ofa voting security that,
immediately before the consummation of the
offer, request, invitation, agreement, or
acquisition, was notissued and outstanding; or

(2) an offer, request, invitation,
agreement, or acquisition that the director by
ordermay exemptasnothaving been made or
entered into for the purpose ana not having the
effectofchanging orinfluencing the control of
the domestic insurer.

Comments

The amendment to this subsection is a
clarification ofthe exemption from filing a
Form A statementofnotification of acquisition
ofa domestic insurer with the division.

The amendment to this subsection adds to the
list of conditions wliich, if present, allows the
director to disapprove the merger ofacquisition
ofcontrolofan insurer. The condition added is
if the acquisition is likely to be hazardous or
prejudicial to the public.
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(a) The director shall approve a
merger or other acquisition of control referred
in AS 21.22.010 unlesB, after a public
hearing the director issues an order with
(radingB of fact and conclusions of law which
finds tnat

(1) after the change of
control, the domestic insurer referred to in AS
21.22.010 would not be able to satisfy the
requirements for the issuance ofa license to
write the line or lines ofinsurance for which it
is presently licensed;

(2) the effect of the merger
orotheracquisitions of control would be
substantially to lessen competition in insurance
in this state or tend to create a monopoly in
this state;

(3) the financial condition of
an acquiring party is such thatitmight
jeopardize the financial stability of the insurer,
or prejudice the interestofits policyholders or
the interests of any remaining security holders
who are unaffiliated with the acquiring party;

S (4) the term* of the offer,
request, invitation, agreement, oracquisition
referred to in AS 21.22.010 nre unfai; and
unreasonable to the security holders of the
insurer;

(6) the plans orproposals
that the acquiring party has to liquidate the
insurer, sell its assets, orconsolidate or merge
it with any person, or to make any other
materia] change in its business orcorporate
structure or management, are unfairand
unreasonable to policyholders of the insurer
and notin the public interest; [OR]

JT/mme332.jt
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(a) The director shall approve a
merger or other acquisition of control referred
toin AS 21.22.010 unless, after a public
hearing the director finds that

(1) after the change of control,
the domestic insurer referred toin AS 21.22.010
would not be able to satisfy the requirements
for the issuance ofa license to write the line or
lines of insurance for which it is presently
licensed;

(2) the effectofthe merger or
other acquisitions ofcontrol would be
substantially to lessen competition in insurance
in this state or tend to create a monopoly in
this state;

(3) the financial condition of an
acquiring party is such thatitmightjeopardize
the financial stability of the insurer, or
prejudice the interest ofits policyholders or the
Interests ofany remaining securityholders who
are unaffiliated with the acquiring party;

(4) the terms of the offer,
request, invitation, agreement, oracquisition
referred to in AS 21.22.010 are unfair and
unreasonable to the securityholders of the
insurer;

(5) the plans or proposals that
the acquiring party has to liguidate the insurer,
sell its assets, or consolidate or merge it with
any person, orto make any other material
change in its business or corporate structure or
management, are unfairand unreasonabhle to
policyholders of the insurer and notin the
public interest; or

Comments
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(6) the competence,
experience, and integrity of those persons who
would control the operation of the insurer are
such thatit would not be in the interest of
policyholders of the insurer and of the public to
permit the mergeror otheracquisition of
control;or

(1) the acquisition is
likely to be hazardous orprejudicial to the
insurance buying public.

*Sec.24. AS 21.22.030 is amended by
adding a new subsection to read:

(d) The director may retain at the
acquiring person’s expense any attorney,
actuary, accountant, or otherexpert not
otherwise a part ofthe director’s staff, if
reasonably necessary to assist the director in
reviewing the proposed acquisition ofcontrol.

*Sec.25. AS 21.22.060(b) is amended to
read:

(b) Every insurer subject to
registration shall file a registration statement
on a form provided by the director, that must
contain current information about

(1) the capital structure,
general financial condition, ownership, and
managementofthe insurerand any person
controlling the insurer;

(2) the identity of every
memberofthe insurance holding company
system ;

JT/mme332.t

Existing Statutes

(6) the competence, experience,
and integrity of those persons who would
control tne operation of the insurer are such
that it would not be in the interest of
policyholders of the insurer and ofthe public to
permit the mergerorotheracquisition of
control.

(b) Every insurer subject to registration
shall file a registration statement on a form
provided by tne director, that must contain
currentinformation about

(1) the capital structure, general
financial condition, ownership, and
managementofthe insurer and any person
controlling the insurer;

(2) the identity ofevery member
ofthe insurance holding company system;

-41-

Comments

The amendment to this section is to i anew
subsection to allow the director to h' perts
to assist the director in reviewing a ,.*oposed
acquisition ofcontrol ofan insurer at the
acquiring person's expense.

The amendment to this subsection clarifies the
information which must be supplied in a Form
B (Holding Company)registration report. A fter
the change all management and service

contracts, cost sharing arrangements, and
reinsurance agreements mustbe reported.

March 31, 1994
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(3) the following agreements
in force, relationships subsisting, and
transactions currently outstanding between the
insurer and its affiliates:

(A) loans, other
investments, or purchases, sales® or
exchanges of securities of the affiliates
by the insurerorofthe insurer by its
affiliates;

(B) purchases, sales,
orexchanges ofassets;

(C) transactions not
in the ordinary course of business;

(D) guarantees or
undertakings for the benefit of an
affiliate thatresultin an actual
contingent exposure of the insurer’s
assets to liability, other than insurance
contracts entered into in the ordinary
course of the insurer's business;

_ (G) all management
and service contracts and all cost

= —
=O
m

ES]; and

(F) reinsurance
G ALLOR

(4) other matters concerning
transactions between registered insurers and
any affiliates that may be included from time to
time in a registration form adopted or approved
by the director

JT/mme332 t
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(3) the following agreements in
force, relationships subsisting, ana transactions
currently outstanding between the insurer and
its affiliates:

(A)loans, other
investments, or purchases, sales™ or
exchanges of securities of the affiliates
by the insurerorof the insurer by its
affiliates;

(B) purchases, saleB, or
exchanges ofassets;

(C) transactions notin
the ordinary course ofhusiness;

(D) guarantees or
undertakings for the benefitofan
affiliate that result in an actual
contingent exposure of the insurer’s
assets to liability, other than insurance
contracts entered into in the ordinary
course of the insurer's business;

(E)all management and
service contracts and all cost-sharing
arrangements, other than cost allocation
arrangements based upon generally
accepted accounting principles; ana

(F)reinsurance
agreements covering all or substantially
allofone ormore lines ofinsurance of
the ceding company;

(4) other matters concerning
transactions between registered insurers and
any affiliates that may be included from time to
time in a registration form adopted or approved
by the director.

42-

Comments
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*Sec.26. AS 21.22.060(c)is amended to
read:

(c) The director may permitan
authorized insurer thatis a memberofa
holding company system subject to registration
under the laws or regulations of its state of
domicile that are in tne opinion of the director
substantially similar to those contained in this
chapter to satisfy the requirements of (a) of this
section by filing a statementin accordance with
the laws ofits state of domicile [EXCEPT
THAT THE DIRECTOR MAY AT ANY TIME
REQUIRE A COPY OF THAT STATEMENT
BE FILED WITH THE DIRECTOR].

*Sec.27. AS 21.22.060(d)isamended to
read:

S
T

(d) Inform ation [NO
INFORMATION] need not he disclosed on the
registration statement filed under (b) of this
section if that information is not material for
the purposes ofthis section. Unless the
director by regulation or order provides
otherwise, sales, purchases, excWnges, loans or
extensions ofcredit, orinvestments, involving
one-halfofone percentor less ofan insurers
admitted assets or five percentor less ofthe
policyholder's Burplus as ofthe 31st day of
Decemberofthe calendaryearin which the
transaction took place are notconsidered
material for purposes of this section.

*Sec.28.AS 21.22.060(k) is amended to read:

JT/mme332.jt

Existing Statutes

(c)The director may perm it an
authorized insurer thatis a memberofa
holding company system subject to registration
under the laws or regulations of its state of
domicile that are in the opinion of the director
substantially similar to those contained in this
chapter to satisfy the requirements of (a) cfthis
section by filing a statement in accordance with
the laws of its state of domicile except that the
directormay at any time require a copy of that
statement be filed with the director.

(d)No information need be disclosed on
the registration statement filed under (b) of this
section if that information is not material for
the purposes of this section. Unless the
director by regulation ororder provides
otherwise, sales, purchases, exchanges, loans or
extensions of credit, orinvestments, involving
one-lialfofone percentofan insurer’s admitted
assets or five percentofthe policyholder’s
surplus as ofthe 31st day ofDecemberofthe
calendaryearin which tne transaction took
place are notconsidered material for purposes
of this section.

Comments

The amendment to this subsection is to remove
unnecessary language which is currently in
effect in subsection (k) regarding the ability to
require the filing ofa registration statement by
a licensed insurer.

The amendment to this subsection is to clarify
the definition of when an amountis considered
not material and need not be disclosed on the

holding company registration statement.

The amendment to thiB subsection is to correct
the subsection reference and clarify the
director's authority to require filing by
authorized in uiers.
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(k) Aninsurer subject to
registration under (a) of this section shall
register annually by April 1 ofeach year for the
previous calendar year unless, for good cause
shown, the director extends the time for
registration. The director may require an
insurer thatis allowed to register as
provided [NOTSUBJETCTTa '
REGISTRATION! under [(a)] of this section,
to furnish a copy of

(1) the registration
statement!

(2) [,] the summary specified
in (1) of this section! [J or

(3) other inform ation filed
i by the insurer with the insurance regulatory
authority of the insurer's state of domicile.

*Sec.29. AS 21.27.010(a)is amended to
read:

(a) Exceptasexpressly provided
elsewhere in this chapter, a IA| person may
notactas orrepresent to be an insurance
producer, managing general agent, reinsurance
intermediary broker, reinsurance intermediary
manager, surplus lines broker, orindependent
adjusterin this state orrelative to a subject
resident, located, or to be performed in tnis
state unless licensed under this chapter. A
person may notactas orrepresent to be a
managing general agent, reinsurance
intermediary broker, or reinsurance
intermediary manager representing an insurer
domiciled in this state regarding a risk located
outside this state unless licensed by this state.
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(k) An insurer subject to registration
under (a) of this section shall register annually
by April 1 ofeach year for the previous
calendar year unless, for good cause shown, the
director extends the time for registration. TTie
director may require an insurer authorized to
do business in tne state, thatis a memberofa
holding company system and thatis not subject
to registration under (a)of this Bection, to
furnish a copy ofthe registration statement, the
summary specified in (1) of this section, or other
inform ation filed by the insurer with the
insurance regulatory authority of the insurer’s
state ofdomicile.

(a) A person may not actas orrepresent to he
aninsurance producer, managing general
agent, reinsurance intermediaiy linker,
reinsurance intermediary manager, surplus
lines broker, orindependent adjuster in this
state or relative to a subjectresident, located,
or to be performed in this state unless licensed
under this chapter. A person may notactas or
represent to be a managing general agent,
reinsurance intermediary broker, orreinsurance
intermediary managerrepresenting an insurer
domiciled in this state regarding a risk located
outside this state unless licensed by this state.

Comments

Amendment to this section is prim arily
editorial in nature and clarifies exceptions to
Aneralproducer licensing requirements under
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*Sec. 30, AS 21.27.020 is amended by
adding new subsections to read:

(0 The director may

(1) adoptregulations
establishing additional education or experience
requirements for applicants or licensees under
this chapter.

(2) make arrangements,
including contracting with an outside agency,
for administration services.

*Sec.31. AS 21.27.025(a)is amended to
read:

(a) A licensee shall notify the
director within 30 days in writing by certified
mail ofa change in residence, employment that
is licensed under this chapter, place of business,
legalname, fictitious name or alias, mailing
address, or phone number; a suspension, [OR]
revocation, or disciplinary action ofa license
by another state orjurisdiction; or a conviction
ofa misdemeanor or felony.

*Sec.32. AS 21.27.060(d) is amended to
read:

(d) This section does notapply, to
an applicant

(1) for a limited license
under AS 21.27.150(1), (2), or (6);
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(a) A licensee shall notify the director
within 30 days in writing”™y certified mail of a
change in residence, employment that is
licensed under this chapter, place ofbusiness,
mailing address, or phone number; a
suspension or revocation of a license by another
state orjurisdiction; or a conviction ofa
misdemeanor or felony.

(d) This section does not apply to an
applicant

(L) for a limited license under
AS 21.27.150;

Comments

Amendments to this section provide for
regulations to establish additional educational
requirements for licensees to implement
continuing education and to contract out some
licensing services for increased efficiency.

Amendments to this subsection require a
licensee to report to the division a change of
name orany disciplinary action taken by
anotherjurisdiction.

Amendment to this subsection would allow the
director, at the director's discretion, to
reestablish testing for certain limited licensees.
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(2) who, at any time within
the two-year period immediately preceding the
date the current pending application is received
by the divsion, had been licensed in good
standing in this state under a license requiring
substantially similar qualifications as required
by the license applied for; or

(3) whose license in its
[THE] residentjurisdiction requires the same
qualifications as the license applied for in this
state if the license in all jurisdictions is in good
standing.

*Sec.33. AS 21.27.100 is amended by
adding a new subsection to read:

(e) An individual in a firm who acta
solely «n behalfofa firm thatis appointed as
an age. *on behalfofan admitted insurer
under this section may not be required to also
have an appointment ifthe individualin the
firm is licensed with that firm .

*Sec.34. AS 21.27.130 is amended to read:

Sec.21.27.130. FORM AND CONTENT
OF LICENSES. A license shall bein the form
the director prescribes and must setout

(1) the name and
[MAILING] address of the licensee, andAif the
licensee iBrequired to have a place of business,
the physical address of the place of business;

(2) if for a firm, the name of
the principal or manager of the firm;
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(2) who, at any time within the
two-year period immediately preceding the date
the current pending application is received by
the division, had been licensed in good standing
in this state under a license requiring
substantially sim ilar qualifications as required
by the license applied for; or

(3) whose license in the resident
jurisdiction requires the same qualifications as
the license applied for in this state if the license
in all jurisdictions is in good standing and its
residentjurisdiction is accredited by the
National Association ofInsurance
Commissioners.

SECTION 21.27.130. FORM AND CONTENT
OF LICENSES. A license mustbe in the form
the director prescribes and must setout

(1) the name and mailing
address ofthe Ticensee, and if the licensee is
required to have a place ofbusiness, the
physical address ofthe place of business;

(2) ifforafirm, the name of the
principal or managerofthe firm;

Comments

Addition of this new subsection is prim arily
editorial in nature and clarifies thatan
appointmentofa firm licensee extends to
persons licensed as an individual in the firm.

Amendment to this section is priman'y
editorial in nature and clarifies the type of
licensee address to be show on a license.
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(3) the kind or class of
insurance the licensee is licensed to handle;

(4) the effective date and
expiration date of the license;

(5) the condition under
which the license is granted;

(6) the date ofissuance of
the license:

(7) each fictitious name and
alias under wliich the licensee may do business;
and

(8) other nformation
required by the director.

*Sec. 35 AS 21.27.360(h)is amended to
read:

(h) All money, exceptthat made
payable to the insurer, representing premium
taxes and fees, premiumsor return premiums
received by the licensee, shall be received in the
fiduciary accountofthe licensee and shall be
promptly accounted for and paid to the person
entitled to the money. The fiduciary account
shallbelocated in this state unless the
licensee is licensed as anonresidentunder
AS UL27.270. For purposes of this section, the
fiduciary accountofthe firm shall be considered
the fiduciary accountofan individual licensee
acting on behalfofthe firm and shall be the
responsibility of the firm. Money deposited into
a fiduciary accountmay notbe commingled or
othenise combined with other money, except
as allowed under (d) of this section and AS
21.27.365.
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(3) the kind or class ofinsurance
the licensee is licensed to handle;

(4) the effective date and
expiration date of the license;

(5) the condition under which
the license is granted;

(6) the date ofissuance of the
license;

(7) each fictitious name and
alias under which the licensee may do business;
and

(8) otherinformation required
by the director.

(b)All money, except that made payabhle
to the insurer, representing premium taxes and
fees, premiums  return premiums received by
the licensee, shall be received in the fiduciary
account ofthe licensee and shall be promptly
accounted for and paid to the person entitled to
the money. For purposes of this section, the
fiduciary accountofthe firm shall be considered
the fiduciary accountofan individual licensee
acting on behalfofthe firm and shall be the
responsibility of the firm. Money deposited into
a fiduciary accountmay notbe commingled or
otherwise combined with other money, except
as allowed under (d)ofthis section and AS
21.27.365.

47-

Comments

Amendment to this subsection requires a
resident licensee to maintain its fiduciary

accounts in Alaska.
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*Sec.36. AS 21.27.380(a) is amended to
read:

(a) Exceptas provided in this title,
the director may renew a license biennially on a
date set by the director if the licensee continues
a be qualified under this chapterand on or
hefore the close ofbusiness ofthe renew al
date, meets all renewal requirements
established by regulation and pays the [IF]
renewal license fees setunder AS 21:06.2B0 for
each license to [ARE RECEIVED BY] the
director [ON OR BEFORE THE CLOSE OF
BUSINESS OF THE RENEWALDATE]. A
licensee is responsible for knowing the date
that a license lapsejand forrenewing a license
before expiration. The director shall mail a
renewal notice to the licensee'scurrent addresB
on file with the director 30 days before the
renewal date.

*Sec.37.AS 21.27.420 is amended by adding
a new Bubsection to read:

(c) With the consentofan applicant
orlicensee, the director may issue orrenew a
license with restrictions upon the scope of the
person’s license or may otherwise restrictor
condition the activities of the licensee if the
director determines that the person has violated
the provisions of this title or to protect the
public from injury or potential injury.

*Sec.38. AS 21.27.530 is amended to read:

Sec. 21.27.530. INSURANCE
PRODUCER QUALIFICATIONS. In addition
to the general qualifications underAS
21.27.020, to qualify for issuance or renewal of
an insurance producer license, and applicantof
licensee
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(a) Exceptas provided in this title, the director
may renew a license biennially on a date set by
the director if the licensee continues to be
qualified under this chapterand if renewal
license fees set under AS 21.06.250 for each
license are received by the director on or before
the close ofbusiness of the renewal date. A
licensee is responsible for knowing the date
thata license lapses and for renewing a license
before expiration. The director shall mail a
renewal notice to the licensee's current address
on file with the director 30 dayB before the
renewal date.

SECTION 21.27.530. INSURANCE
PRODUCER QUALIFICATIONS. In addition to
the general qualifications under AS 21.27.020,
to qualify forissuance orrenewalofan
insurance producer license, an applicantor

licensee

somments

Amendment to this subsection is prim arily
editorial in nature and clarifies that all license
renewal documents must be received by the
director on or before the renewal date.

Adds a new subsection that provides additional
licensing flexibility by allowing a license to he
issued orrenewed with conditions.

Amendment to this paragraph is primarily
editorial in nature and clarifies that a single
bond may cover multiple locations for a single
licensee.
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_ (1) must possess the
oi»mpetence necessary to fulfill the
responsibilities of an insurance producer;

(2) if previously licensed in
good standing in this state as an insurance
producer, must not have had a license
suspended or revoked within the previous four
calendar years;

(3) tor a fraternal society
limited insurance producerlicense, shall file
with the application a statementbhy an officer
ordfr'rior of the appointing fraternal society
th A atiirms that the society has satisfied itself
that the applicantis trustworthy and
competent to act as its insurance agent;

(4) for a license with a scope
that includes variable contracts, must either be
currently registered with he federal Securities
and Exchange Commission as a broker-dealer
orpersonally take and pass, to the satisfaction
of the director, tests of the knowledge and
competence of the applicant concerning
securities; and

(5) except for an applicant
or licensee who represents to be and acts solely
on behalfofadmitted insurers as an agentand
who does notreceive money required to be
received in the fiduciary accountofthe licensee,
shall file with the applicant and maintain in
force while licensed a bond in the amountof
$10,000, unless a greateramount is required by
another provision of this title; a licensee who
maintains more than one place ofbusiness
may satisfy the bond requirement with a
single bond.

*Sec-39. AS 21.27.570(aX3XB)isamended
to read:
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(1) must possess the competence
necessary to fulfill the responsibilities of an
insurance producer,

(2) if previously licensed in good
standing in tliis state as an insurance producer,
mustnothave had a license suspended or
revoked within the previous four calendar
years;

(3) for a fraternal society lim ited
insurance producer license, shall file with the
application a statement by an officeror director
of the appointing fraternal society that affirms
that the society nas satisfied itself that the
applicantis trustworthy and competent to act
as its insurance agent;

(4) for a license with a scope
thatincludes variable contracts, must either be
currently registered with the federal Securities
and Exchange Commission as a broker-dealer
orpersonally take and pass, to the satisfaction
ofthe director, tests of the knowledge and
competence ofthe applicant concerning
securities; and

(5) except foran applicantor
licensee who represents to be and nets solely on
behalfofadmitted insurers as an agent ana
who does notreceive money required to be
received in the fiduciary accountofthe licensee,
shall file with the application and maintain in
force while licensed a bond in the amount of
$10,000, unless a greater amountis required by
another provision of this title.

49

Comments

Amendment to this paragraph is primarily
editorial in nature and clarifies by adding
punctuation suggested by the NAIC

accreditation team.
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(B) the controlling insurance
producer shall render accounts to the controlled
insurer detailing all transactions™ including
inform ation in use accounts necessary to
support compensation, commissions, charges,
and other fees received by, or owing to, the
controlling producer;

*Sec. 40, AS 21.27.620(j) is amended to
read:

() If the director determines after
a hearing under AS 21.06.170 - 21.06.240 that a
managing general agent caused loss or
damage arising outofviolation of AET21.27.590
-21.27.630 to an insurer, the director may
order the managing general agent to make
restitution to the insurer, receiver, [THE]
rehabilitator, or [THE] liquidatorof the insurer
for the lose. Restitution ordered under this
subsection is in addition to any other liability of
the managing general agent and does not affect
the rights ofa policyholder, claimant, creditor,
or third party. The directormay maintain
orbring a civilaction broughtbv c-on
behalfofthe insurerand its policyholders
and creditors forrecovery of
compensatory damages for the henefitof
the insurerand its policyholders and
creditors or seek otherappropriate relief.
Ifan orderofrehabilitation or liguidation
ofthe insurer has been entered under
AS 21.78, the receiverappointed under the
orderdetermines thata persou hasnot
materially complied with AS 21.27.590 -
21.27.830 oran orderofthe director, and
the insurersuffers lossordamage from
the noncompliance, the receivermay bring
a civilaction forrecovery ofdamagesor
otherappropriate sanctions for the benefit
ofthe insurer.
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(B) the controlling
insurance producer shall render
accounts to the controlled insurer
detailing all transactions including
inform ation necessary io support
compensation, commissions, charges,
and other fees received by, or owing to,
the controlling producer,

(j) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
managing general agent caused iosb arising out
ofa violation ofAS 21.27,590 - 21.27.630 to an
insurer, the director may order the managing
general agent to make restitution to the
insurer, tne rehabilitator, or the liguidator of
the insurer for the loss. Restitution ordered
under this subsection is in addition to any other
liability of the managing general agent and
does not affect the rights of a policy holder,
claimant, creditor, or third party.

Comments

Amendment to this subsection adds language
from updated NAIC Managing General Agents
Act to allow the director to bring a civil action
to recover damages from an MGA.
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*Sec.41. AS 21.27.690(b)ib amended to
read:

(b) AN [ADOMESTIC]insurer may
use a nonresidert reinsurance intermediary
broker who is z.o't licensed under this chapter if
the person is licensed in good standing as a
resident reinsurance intermediary broker by an
insurance regulator ofanother state thatis
accredited by the National Association of
Insurance Commissioners. Upon written
request, the director may grant written
permission fora domestic insurer to use an
alien reinsuri oeeintermediary broker not
licensed hy and withouta place of business in a
jurisdiction subject to accreditation by the
National Association of Insurance
Commissioners if the alien reinsurance
intermediary broker is licensed in good
standing by its domiciliary insurance regulator.
The domestic insurer and unlicensed
reinsurance intermediary broker are subject to
all other requirements of this section.

*Sec.42. AS 21.27.690(e)isamended to
read:
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(b) A domestic insurer may use a
nonresident reinsurance intermediary broker
who is notlicensed under this chapter if the
person is licensed in good standing as a
resident reinsurance intermediary broker by an
insurance regulatorofanother state thatis
accredited by the National Association of
Insurance Commissioners. Upon written
request, the director may grant written
permission fora domestic insurer to use an
alien reinsurance intermediary broker not
licensed by and without a place ofbusinessin a
jurisdiction subject to accreditation by the
National Association of Insurance
Commissioners if the alien reinsurance
intermediary brokeris licensed in good
standing by its domiciliary insurance regulator.
The domestic insurer and unlicensed
reinsurance interm idiary broker are subject to
all otherrequirements of this section.

-51-

Comments

Amendment to this subsection provides that the
exemption from licensure fcr non-resident
reinsurance inter* .ediaiy brokers who are
licensed in an accieditea residentjurisdiction is
extended to authorized insurers.

Amendment to this subsection adds language
from updated NAIC Reinsurance Intermediary
Model Act to allow the director to bring a civil
t tion torecoverdamages from reinsurance
intermediary brokers.
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(e) Ifthe director determines after
a hearing under AS 21.06.170 -21.06 240 that a
reinsurance intermediary broker caused losses
ordamage arising out of violation o'. AS
21.27.670 -21.27.700 to an insurer or reinsurer,
the director may order the reinsurance
intermediary broker to make restitution to the
insurer, reinsurer, receiver, rehabilitator, or
liguidator of the insurer orreinsurer for the net
losses incurred by the insurerorreinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and does not
affect the rights ofa policyholder, claimant,
creditor, or third party. Tne directormay
maintain orbring a civil action broughthbv
oronbehalfofthe reinsurerorinsurer
and its policyholders and creditors for
recovery of compensatory damages for the
hbenefitofthe reinsurerorinsurer and its
policyholders and creditors or seek other
appropriate relief. Ifan orderof
rehabilitation or liguidation ofthe insurer
has been entered under AS 21.76, the
receiver appointed underthe order
determines thata person hasnot
materially complied Wi{h AS 21.27.670 -
21.27.700 oran order OTthe director, and
the insurersuffers loss orrfnmage from
the noncom pliance, the receivermay bring
a civilaction forrecovery ofdamages or
otherappropriate sanctions for the benefit
of the insurer.

« Sec.43. AS 21.27.760(j) is amended to
read:
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(e) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
reinsurance intermediary broker caused losses
arising out ofa violation of AS 21.27.670 -
21.27.700 to an insurer orreinsurer, the
director may order the reinsurance
intermediary broker to make restitution to the
insurer, reinsurer, rehabilitator, or liguidator of
the insureror reinsurer for the net losses
incurred by the insurerorreinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and does not
affect the rights ofa policyholder, claimant,
creditor, or third party.

-5o-

Comments

Amendment to this suiriettion adds language
from updated NALC Reinsurance Intermediary
Model Act to allow the director to bring a civil
action to recover damages from reinsurance
intermediary managers.

March 31, 1994



Promised Legislation

(j If the director determines after
a hearing under AS 21.06.170 -21.06.240 that a
reinsurance intermediary manager caused
losses O damage arising outofviolation of AS
21.27.730 -21.27.770 to an insurer orreinsurer,
the director may order the reinsurance
intermediary manager to make restitution to
the insurer, reinsurer, receiver, rehabilitator,
orliquidator of the insurerorreinsurer for the
netlosses incurred by the insureror reinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary manager and does not
affect the rights ofa poucvholder, claimant,
creditor, or third party. The director may
maintain or bring a civilaction broughthby
oron behalfofthereinsurerorinsurer
and its policyholders and creditors for
recovery ofcompensatory damages for the
benefitofthe reinsurerorinsurer and its
policyholders and creditors or seek other
appropriate relief. Ifan order of
rehabilitation orliquidation of the insurer
has been entered under AH 21.78, the
receiverappointed under the order
determines thata person hasnot
materially complied with AS 21J27.730 -
21.27.770 oran orderofthe director, and
the insurer suffers loss ordamage from
the noncompliance, the receivermay bring
a civilaction forrecovery ofdamagesor
otherappropriate sanctions for the benefit
of the insurer.

*Sec. 44, AS 21.34.040(cX4)is emended to
read:
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(j) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
reinsurance intermediary manager caused
losses arising out ofa violation of AS 21.27.730
-21.27.770 to an insurer or reinsurer, the
direcf_rmay order the reinsurance
intermediary manager to make restitution to
the insurer, reinsurer, rehabilitator, or
liguidator of the insurer or reinsurer for the net
losses incurred by the insureror reinsurer.
Restitution ordered under thiB subsection is in
addition to any other liability of the
reinsurance intermediary manager and does not
affect the rights ofa policyholder, claimant,
creditor, or third party.

Comments

The amendment to this paragraph is to include
incorporated underwriters as members ofa
group ofinsurers such as Lloyd’'s. Lloyd’s
recently allowed incorporated members tojoin
the unincorporated members. The incorporated
members may not be engaged in any business
other than underwriting.
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(4) a Lloyd's orother similar
Aroup including incorporated and
individual unincorporated underw riters,
rr.ROUFTIF ALIEN INDIVIDUAL INSURERS]
may qualify if it maintains a trust fund in an
amount not less than $50,000,000, as security
to the full amount, for the protection of all its
policyholders and creditors ofeach member of
the group in the United States; the
incorporated membersmavnnothbe
engaged in anv buainess ocherthan
underwriting asamemberofthe group
and shallbe subjectto the same level M
solvency regulation and control fov the
group’'sdomiciliary regulator as are the
unincorporated members; the trust fund
mustconsistofinstruments of substantially the
same character and quality as those that are
eligible investments tor the capital and
statutory reserves ofadmitted insurers
authorized to write like Kinds ofinsurance in
this state or of irrevocable, clean, and
unconditional letters ofcredit; the trust fund
must have an expiration date thatatno time is
leas than five yeara;

*Sec. 45 AS 21.34.080(c)is amended to
read:
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(4) a Lloyd's or other similar
unincorporated group  alien individual
insurers may qualify if ii maintains a trust
bind in an amount not lesi than $50,000,000,
as security to the full amount, for the protection
ofallits policy holders and creditors of each
memberofthe group in the United States; the
trust fund must consistofinstruments of
substantially the same character and quality as
those that are eligible investments for the
capital and statutory reserves of adm itted
insurers authorized to write like kinds of
insurance in this state orofirrevocable, clean,
and unconditional letters of credit; the trust
fund musthave an expiration date that at no
time is less than five years;

Comments

The amendment to this subsection clearly
establishes who must execute the affidavit that
notice was given to the insured and when that
notice must be given,
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(c) A producing broker shall execute
and deliver to the surplus lines broker not later
than the <vnd ofeach month on a form
prescribed by the director, and a surplus lineE
broker shall file with the director with the
report required by (a) of this section or with the
surplus lines association with the evidence of
insurance required by (b) of this section, for
surplus lines insurance first placed orrenewed
M tne preceding calendar month, an affidavit
that shall be open to public inspection, as to the
diligent efforts to place the coverage with
admitted insurers, and the results of those
efforts. The affidavit must contain a statement
bv the producing brokerthat the insured was
expressly informed in writing before the
[PLACEMENT OF THE SURPLUS ORES
INSURANCE] insurance contractor
coverture was bound that the surplus lines
insurer with whom the insurance was to be
placed is not licensed in this state, is not
subject to this state's supervision, and, in the
eventofthe insolvency of the Burplus tines
insurer, loases will nothe covered under AS
21.8)0 (Alaska Insurance Guaranty Association
Act).

*Sec.46. AS 21.34.110 is amended to read:
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(c) A producing broker shall execute and
deliver to the surplus lines brokernot later
than the end ofeach month on a form
prescribed by the director, and a surplus lines
broker shall file with the director with the
report required by (a) of this section or with the
surplus lines association with the evidence of
insurance required by (b) of this section, for
surplus lines insurance first placed orrenewed
in tne preceding calendar month, an affidavit
that shal be open to public inspection, as to the
diligent efforts to place the coverage with
admitted insurers, and the results ofthose
efforts. The affidavit must contain a statement
by the broker that the insured was expressly
informed in writing before placementof the
surplus lines insurance that the surplus lines
insurer with whom the insurance was to be
placed is not licensed in this state, is not
subject to this state's supervision, and in the
event ofthe insolvency of the surplus lines
insurer, losses will not be covered under AS
21.8)0 (Alaska Insurance Guaranty Association
Act).

Comments

This amendment to this section provides the
surplus lines broker with an alternative method
to discharge his duty to notify the insured that
the company is a nonadm itted insurer not
covered by the Alaska Insurance Guarantee
Association Act.
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Sac. AS 21.34.110. SURPLUS LINES
BROKER'S DUTY TO NOTIFY INSURED. M
A contractofinsurance placed by a surplus
lines broker under this chapteris not hinding
upon the insured and a premium charged is not
due and payable until

(1) the surplus lines broker
has notified the insured in writing, a copy of
which shall be maintained by the licensee with
the records of the contract, available for
examination, that the insurer with which the
surplus lines broker places the insurance does
notnold a certificate of authority issued by this
state and is not subject to its supervision, and
in the eventofthe insolvency ofthe surplus
linec insurer, losses will not be covered under
AS 21.80 (Alaska Insurance Guaranty
Association Act; or.

(2) the surplus lines
brokerhas obtained the affidavitofthe
producing brokerthatthe notice required
under AS 21.34.080(c) has been given to
the insured; each licensee shaM maintain a
copy oflthe affidavit with the record ofthe
contractavailable for examination.

(b) Nothing in this section may be
construed as nullifying [SHALL NULLiFyT
an agreement by an insurer to provide
insurance.

JT/mme332.t

Existing Statutes

SECTION 21.34.110. SURPLUS LINES
BROKER'S DUTY TO NOTIFY INSURED. A
contractofinsurance placed by a surplus lines
brokerunder this chapteris not binding upon
the insured and a premium charged is notdue
and payable until the surplus lines broker has
notified the insured in writing, a copy of which
Bhall be maintained by the licensee with the
records of the contract, available for
examination, that the insurerwith which the
surplus lines broker places tue insurance does
notnold a certificate ofauthority issued by this
state and is not subject to its supervision, and
in the event of the insolvency ofthe surplus
lines insurer, losses will not micovered under
AS 21.80 (Alaska Insurance Guaranty
Association Act). Nothing in this section shall
nullify an agreementhy an insurer to provide
insurance.

Comments
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*Sec.47. AS 21.34.190<a)is amended to
read:

(a) The fee for filing the statement
under AS 21.34.180(b)is an amountequal to
one percent on gross premium charged less any
return premiums dunng the preceding calendar
yearfQUARTER!. The surolus lines broker
Bhall pay the fee at the time offiling of the
statement.

*Sec.48. AS 21.36.120(d) is amended to
read:

(d) Nothing in this section may be
construed as prohibiting the paymentof
commissions or other compensation to persona
duly transacting business under AS 21.27
[LICENSED AGENTS OR SOLICITORS], or as
prohibiting an insurer from allowing or
returning to its participating policyholders,
members, or subscribers, law ful dividends,
savings, or unabsorbed premium deposits.

*Sec.49. AS 21.36.195 is amended tp read:

Sec.21.36.195. SURPLUS LINES
BROKERS AND INSURANCE PRODUCERS:
PROHIBITED AO'jfe. A surplus lines brokeror
aninsurance producer mav not fail to

u
m
provide evidence II"tIK EVIDENCES! of
insurance, affidavits, filing)i, orreports, or fail
to maintain the records, or fail to pay the taxes
and fees, required underAS 21.34.

*Sec. 60. AS 21.36.235(a) is amended to
read:

JT/mme332.jt

Existing Statutes

(a) The fee for filing the statement
under AS 21.34.180(b)is an amountequal to
one percenton gross premium charged less any
return premiums dunng the preceding calendar
quarter. The surplus lines broker shall pay the
fee at the time of filing of the statement.

(d)Nothing in this section may be
construed as prohibiting the paymentof
commissions or other compensation to duly
licensed agents or solicitors, or as prohibiting
aninsurer from allowing or returning to its
participating policyholders, members, or
subscribers, law ful dividends, savings, or
unahsorbed premium deposits.

SECTION 21.36.195. SURPLUS LINES
BROKERS; PROHIBITED ACTS. A surplus
lines broker may not fail to provide the
evidences ofinsurance, affidavits, filings, or
reports, or fail to maintain the records, or fail
to pay the taxes and foes, required under AS
21.34.

57-

Comments

The amendment to this subsection provides
that the calculations for determining the filing
fee should be based on the calendaryear rather
than quarterly.

Amendment to this subsection is primarily
editorial in nature and updates this section of
the Trade Practices and Frauds chapter to
correctly reflectcurrent license types.

Amendment to this section is prim arily
editorial in nature and updates this section of
the Trade Practices and Frauds chapter to
correctly reflect responsibilities ofinsurance
producers under AS 21.34.

This is a change in the statute cite to
accommodate the moving of AS 21.36.420 to
AS 21.36.305.
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(a) Except as provided in AS
21.36.305 fAS 21.36.4201. if the renewal
premium is increased more than 10 percent for
a reason other than an increase in coverage or
exposure hase, orifafterrenewal there will be
a material restriction or reduction in coverage
not specifically requested bv the insured,
written notice shall be mailed to the insured
and to the agentorbrokerofrecord as required
by AS 21.36.260

o (1) atleast 20 days before
expiration ofa personal insurance policy, or

(2) atleast45 days hefore
expiration ofa business orcommercial policy.

*Sec.51. AS 21.36.290 is amended to read:

Sec. AS 21.36.290. POLICY PERIOD
Exceptas described in (b) ofthis section, a [Al
policy with a policy penod or term of less than
12 months shall, for the purposes ofAS
21.36.210 - 21.36.3*0Xbe considered to be
written for a policy period or term of12 months
exceptin case ofcancellation underany ofthe
circumstances specified in AS 21.36.210, and a
policy written for a term longer than one year
ora policy with no fixed expiration date shall
be considered to be written for successive policy
periods or terms ofone yearand termination by
aninsurer effective on an anniversary date of
the policy shall be considered a failure to
renew .

*Sec. 52, AS 21.36.290 is amended to read:
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Existing Statutes

(a) Except as provided in AS 21.36.420, if the
renewal premium is increased more than 10
percent tora reason other tha.. an increase in
coverage or exposure base, or if afterrenewal
there will be a material restriction or reduction
in coverage not specifically requested by the
insured, written notice shall be mailed to the
insured and to the agentor brokerofrecord as
required by AS 21.36.260

(1) atleast 20 days hefore
expiration ofa personal insurance policy, or

(2) atleast 45 days before
expiration ofa business or commercial policy.

SECTION 21.36.290.POLICY PERIOD. A
policy with a policy period or term ofless than
12 months shall, for the purposes ofAS
21.36.210 -21.36.310 be considered to be
written for a policy period or term of 12 months
exceptin case ofcancellation underany ofthe
circumstances specified in AS 21.36.210, and a
policy written for a term longerthan one year
ora policy with no fixed expiration date snail
be considered to he written fa- successive policy
periods or terms ofone yearand termination by
an insurer effective on an anniversary date of
the policy shall be considered a failure to
renew .

Comments

This amendment recognizes that the addition of
subsection (b) in Section 52 is an exception to
this subsection (a).

The amendment to this section clarifies that
rate changes may be applied at the renew al
date forpersonal auto policies which are
written for a term ofat least six months.
Policies written for a period ofleBB than six
months are treated as six month policies.
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(b) Fordetermining the appropriate
"late or premium, a personal automobile
insurance policy with a policy period or term of
less than six months shall, for the purposes of
AS 21.36.210 -21.36.310, be considered to be
written for a policy period or term ofsix
months.

*Sec. S3.AS 21.36 isamended by adding a
new section to read:

Sec.21.36.305. PRE
INCREASES ON PERSONA TOMOBILE
INSURANCE POLICIES, (a)An insurermay
notincrease the premium on a personal
automobile insurance policy unless the increase
applies to all insureds of the same class.

M IUM
L AU
) A

(b) Aninsurerm”™y notincrease the
premium oradd a surcharge to a personal
automobile insurance policy because of the
issuance ofa citation tora moving traffic
violation unless the insured or another person
who resides in the insured's household and is
covered by the policy has been convicted of the
violation orbas entered a plea ofno contest to
the violation.

(c) The director shall adopt
regulations to determine circumstances under
wJ "h an insurermay increase the premium or

i asurcharge toa personalautomobile
insurance policy.

JT/mme332 jt -50-

Comments

The addition to Chapter 36 of a new section is
to move language Grom the existingAS
21.36.420 which is being deleted. This move is
made to clarify some of the lim itations existing
in statute, and to locate the section in a more
logical place. There are additions to this
section to clarify thata surcharge may be
applied on an auto policy where the insured
has pleaded no contestto a moving violation,
and to specify thatany surcharge or premium
increase may nothe applied until the renew al
date of the policy. The definitions section is not
moved because the move to section AS
21.36.305 allowed the application of the
definition of "personal automobile insurance"
currently in AS 21.36.310.
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(d) Aninsurer th, ,increases the
premium or adds a surcharge to a personal
automobile insurance policy may only make the
increase or surcharge effective on the renewal
date of the policy.

(e) An insurer thatincreases the
premium or adds a surcharge to a personal
automobile insurance policy shall give written
notice ofthe increase or surcharge atleast 20
days before it takes effect, stating the reason
for the change and the rightofappeal under

AS 21.39.090. This subsection does notapply to

a

(1) premium increase
resulting from a change requested by an
insured, if the insured is notified at the time
the request is made that the amountofthe
insured’'s premium will change as a resultof
the requested policy change; or

(2) rate approved by the
director if the insurer gives written notice ofa
premium increase to the insured at least 20
days before the renewal date of the affected

policy

*Sc - 54.AS 21.36.360(i)is amended to read:

(i) A criminalinsurance act is
committed by a person [AN ENSURER!I doine
business in this state or relative to a subject
resident, located, or to be performed in
this state who knowingly

JT/rame332 jt

Existing Statutes

(i) A criminal insurance actis
committed by an insurer doing business in this
state who knowingly

Comments

Amendment to this subsection is prim arily
editorial in nature and clarifies application of
this subsection to all persons including risk
retention groups and purchasing groups.
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(1) writes, places, or causes
to be written or placed in this state or relative
to a subjectresident, located, or to be
performed in this state a policy, duplicate
policy, or contract ofinsurance ofany kind or
character, or general or floating policy upon
persons or property resident, situated, or
located in this state, from or through a person
notauthorized to transactbusiness under
AS 21.27 ora risk retention group or
ing group notregistered under
070" BROKER,AGENT, SURPLUS

R,ORPERSON WHO H\S NOT
GENERAL AGENT LICENSE IN
0

(2) pays a commission or
other form ofremuneration to a person. Arm.
ororganization for the writing or placing of
insurance coverage in this state orrelative to
asubjectresident, located, or to be
performed in this state unless that person.
Arm,ororganization is authorized under
AS 21.27 to transact [HOLDS A LICENSE
ISSUED BY THE DIRECTOR FOR] the land
orclassofinsurance written or placed, or, in
the case ofa risk retention group or
purchasing group, isregistered under
AS 21.89.070.

*Sec. 55, AS 21.36.360(j) is amended to
read:

JT/mme332.jt

Existing Statutes

(1) writes, places, or causes to be
written cr placed in this state a policy,
duplicate policy, or contract ofinsurance ofany
kind or character, or general or floating policy
upon persons or property resident, situated, or
located in this state, from or through a broker,
agent, surplus line broker, or person who has
notsecured a generalagentlicense in this
state; or

(2) pays a commission or form of
remuneration to a person, firm, or organization
for the writing or placing ofinsurance coverage
in this state unless that person, firm, or
organization holds a license issued by the
director for the kind ofinsurance written or
placed.

61-

Comments

Amendment to this subsection is prim arily
editorial in nature and clarifies application of
this subsection to current license types and risk
retention groups and purchasing groups.
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() A criminalinsurance actis
committed bv a person in this state or relative
to asubjectresident, located, or to he
performed in this state who acts as an
insurance producer, managing general
agent, third party adm inistrator,
reinsurance intermediary broker,
reinsurance intermediary manager,
surplus lines broker (SOLICITOR], or
independent adjuster without being licensed
by the director asrequired under AS 21 or
as arisk retention group orpurchasing
group withoutbeing registered as
required under AS 21.89.070. A criminal
insurance actis committed by an insurance
producer, managing general agent, third
party adm inistrator, reinsurance
interm ediary broker, reinsurance
intermediary manager,orsurplus lines
broker 10b SOLICITOR} who solicits or takes
application lor, procures, or places for others
any insurante for which the person is not
licensed as required under AS 21.27 or for
which the license of the person has heen
suspended or revoked. A criminalinsurance
actis committed by a person in this state
orrelative to a subjectresident, located,
orto beperformed in this state who acts
as oron behalfofarisk retention group or
apurchasing group thatisnotregistered
under AS2189.970 THIS SUBSECTION
DOES NOTAPPLY A PERSON

910

F

OR
DFORW
ED FOR
INSURA

UNPAID BALANCE OR
o°p
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Existing Statutes

(j) A criminal insurance act is
committed by a person in this state who acts as
aninsurance agent, broker, solicitor, or adjuster
without being licensed by the director. A
criminal insurance actis committed by an
agent, broker, or solicitor who solicits or takes
application for, procures, or places for others
any insurance for which the person is not
licensed or for which the license of the person
has been suspended or revoked. This subsection
does notapply to a person described in AS
21.90.910 or to a person securing and
forwarding information required for the purpose
ofa group insurance covering the unpaid
balance orremaining payments proposed to be
made in connection with the purchase of
merchandise or services if no commission or
other compensation is payable on accountof the
insurance to the person.

-62-

Comments

Amendment to this subsection is prim arily
editorial in nature and updates tnis subsection
of the Trade Practices and Frauds chapter to
correctly reflect current license types and risk
retention groups and purchasing groups.
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(k) A criminal insurance act is
committed bv an insurance producer,
managing general agent, [GENERAL
AGENT.]third-party adm inistrator,
reinsurance intermediary broker,
reinsurance intermediary manager, or
surplus lines broker [OR SOLICITOR] who
knowingly compensates or offers to compensate
inany manner a person other than an
insurance producer, managing [AGENT]
general agent, third-party adm inistrator,
reinsurance intermediary [OR SOLICITOR!
licensed as required under this title in this
oranotherjurisdiction [STATE OR
PROVINCE], for procuring orin any manner
helping to procure applications for or to place
insurance in this state. A criminalinsurance
actis committed by a person in this state
ofrelative to a subjectresident, located, or
to be performed in this state who acts as
oronbehalforarisk retention “roup or a
purchasing group thatisnotregistered
nderAS 21.89. SU CTIO
‘0 P ENT

o
—
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(n) A criminal insurance act is
committed by an agent, managing general
agent, third party adm inistrator,
reinsurance intermediary broker,
reinsurance intermediary manager, or
otherrepresentative ofan insurerinvolved in
the procuring orissuance ofan insurance
contract who intentionally fails to report to the
insurer the exactamountofconsideration
charged as premium for the contractand to
maintain records showing thatinformation.

JT/rame332.jt

Existing Statutes

(k) A criminalinsurance actis
committed by an agent, general agent, broker,
or solicitor who knovringly compensates or
offers to compensate in any mannera person
other than an agent, general agent, broker, or
solicitor licensed in this or another state or
province, for procuring orin any manner
helping to procure applications for or to place
insurance in this state. This subsection does not
apply to the paymentofcompensation thatis
notcontingent upon volume ofbusiness
transacted in the form ofsalaries to the regular
employees of the agent, general agent, broker,
or solicitor.

(n) A criminalinsurance actis
committed bv an agent or otherrepresentative
ofan insurerinvolved in the procuring or
issuance ofan insurance contract who
intentionally fails to report to the insurer the
exactamountofconsideration charged as
premium for the contract and to maintain
records showing that information.

Comments

Amendment to this subsection is prim arily
editorial in nature and correctly reflects current

license types.
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*Sec.58. AS 21.36.380 is amended to read:

Sec. 21.36.380. NOTICE ON CLAIM
FORM. A claim form mustcontain a statement
that states in rubstance the following: "A
person who knowingly and with intent to
injure, defraud, or deceive an insurance
company files a claim containing false,
incomplete, or misleading inform ation may he
prosecuted under state law fIS GUILTY OF
AFELONY)." A lack of the statementon a
claim form does not constitute a defense to
prosecution under this title.

*Sec. 59 . AS 21.39.040 is amended by adding
new subsections to read:

(i) Aninsurer who has submitted
an application for n certificate of authority
under AS 21.09.110 and a filing of policy forms
under AS 21.42.120 may file a proposed rating
system as described in this section. The
director's approval of the rating system is
contingent upon the issuance ofa certificate of
authority underAS 21.09.120.

(k) The directormay adopt
regulations detailing the format and content of
a rating system filing under this section.

* Sec.60.AS 21.39 is amended by adding a
new section to read:

JT/mme332.jt

Printing Statutes

SECTION 21.36.380.NOTICE ON CLAIM
FORM. A claim form mustcontain a statement
that states in substance the following: "A

person who knowingly and with intent to
injure, defraud, or deceive an insurance
company files a claim containing false,
incomplete, or misleading inform ation is guilty
ofa felony." A lack ofthe statementon a claim
form does not constitute a defense to
prosecution under this title.

Comments

Amendment to this section is prim arily
editorial in nature and clarifies that false
statements made in regard to claims may result
in prosecution under Alaska law.

The amendment to this section is by adding two
new subsections. Subsection (j) allows insurers
who have applied for a certificate of authority
and who have filed their policy forms with the
division to file theirrequested rates with the
division, before the certificate ofauthority has
been granted. Subsection (k) specifically
authorizes the director to adopt regulations
regarding the format and contentofrate filings.

Tne addition of a new subsection provides that
when a certificate ofauthority is surrendered

ornotcontinued, any approvals ofrate filings

are automatically cancelled unless affirmed by
the director.
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Sec. 21.39.055. CANCELLATION OF
APPROVED FILING. The voluntary surrender
ofa certificate ofauthority or the failure of the
surrendering admitted foreign insurer to
continue a certificate ofauthority in force has
the effect of cancelling an approval that the
insurermay have received under this chapter,
unless the approval has been affirmed by the
director at the time of the surrender or
noncontinuation of the certificate of authority.

*Sec.61.AS21.42.120 i3 amended by adding
new subsections to read:

(f) This section does notapply to
types ofinsurance subject to AS 21.57.

An insurer who has submitted
an application for a certificate ofauthority
under AS 21.09.110 may file proposed policy
forms as described in this section. The
director's approval of the policy foim is
contingent upon the issuance ofa certificate of
authority under AS 21.09.120.

(h) The directormay adopt
regulations detailing the format and content of
filings ofa policy form under this section.

¥Sec.62. AS 21.42.345 is amended by
adding a new subsection to read:

JT/mme332.t 65

Comments

The amendment to this section is by adding
three new subsections. Subsection (f) excludes
creditinsurance forms from this section (since
they are covered in AS 21.57.080). Subsection
() allows insurers who have applied for a
certificate ofauthority to file their requested
policy forms with the division, before the
certificate ofauthority has been granted.
Subsection (h) specifically authorizes the
director to adoptregulations regarding the
format and content ofform filings.

Amendmentis primarily editorial in nature and
clarifies that the mandatory offerof coverage
for newborn or adoptive children applies to all
parents.
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(b) Aninsurer authorized underAS
21.09 to offer, issue for delivery, deliver, or
renew an individual or group disability
insurance policy for medical coverage on an
expense incurred basis in the state, or a
hospital or medical service corporation
authorized under AS 21.87 to offer or renew an
individual or group subscriber's contract for
medical coverage in the state, shall offer
coverage for fam ily members, including newly
bom children, adopted children, or children
placed for adoption and is subject to the
conditions in (a) of this section, regardless of
the marital status ofthe covered person.

*Sec.63. AS21.57.010 is amended to read:

Sec. AS21.57.010. PURPOSE. The
purpose of this chapteris to promote the public
welfare by regulatin consumercredit [LIFE
INSURANCE AND CREDIT DISABILITY]
insurance. Nothing in this chapteris intended
to prohibit or discourage reasonable
competition. The provisions of this chapter
shall be liberally construed.

*Sec. 64, AS 21.57.020
reenacted to read:

is repealed and

JT/mme332.jt

Existing Statutes

SECTION 21.57.010. PURPOSE. The purpose of
this chapteris to promote the public welfare by
regulating credit fife insurance and credit
disability insurance. Nothing in this chapteris
intended to prohibitor discourage reasonabhle
competition. The provisions of this chapter shall
be libera' y construed.

-60-

Comments

This is an editorial change to change the
reference from credit life and disability
insurance to consumercreditinsurance.

This broadens the scope of this chapter to
include creditinsurance on all loans exceptfor
ones secured by a first mortgage. The
restriction ofthis chapterin the existing law io
loans ofless than $5000 for periods ofless than
5years has been eliminated.
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Sec.21.57.020. APPLICABILITY. Al
consumercreditinsurance transacted in
connection with a credit transactions for a
personal, household, or fam ily purpose is
subject to the provisions ofthis chapterexcept

(1) insurance written in
connection with a credit transaction that is

(A) secured by a first
mortgage or first deed of trust; and

(B) made to finance
the purchase ofreal property, the
construction ofa dwelling, or to
refinance a prior credit transaction
made for that purpose;

(2) an isolated insurance
transaction by the insurernotrelated to an
agreementora plan forinsuring debtors of the
creditor; or

(3) insurance for which no
identifiable charge is made to the debtor.

*Sec. 65 AS 21.57.030 is repealed and
reenacted to read:

Sec. AS 21.57.030. AUTHORIZED
TYPES OF CONSUMER CREDIT
INSURANCE. Each type ofconsumer credit
insurance defined in AS 21.57.160 may be
written separately orin combination with other
types of consumer creditinsurance on an
individual or group basis.

JT/mme332.t
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SECTION 21.57.020. APPLICABILITY. Al life
insurance and all disability insurance in
connection with loans orother credit
transactions shall be subject to the provisions of
this chapter exceptinsurance in connection

with a loan orother credit transaction of five
years ormore duration involving a loan or other
credit transaction that exceeds $5,000;
insurance may not be subject to the provisions
ofthis chapterifthe issuance ofthe insurance
is an isolated transaction on the partofthe
insurernotrelated to an agreementora plan
forinsuring debtors of the creditor.

SECTION 21.57.030. FORMS OF CREDIT
LIFE INSURANCE AND CREDIT DISABILITY
INSURANCE. Credit life insurance and credit
disability insurance shall be issued only in the
following forms:

-6/-

Comments

This allows the defined types ofecredit
insurance (credit life, disability, and
unemployment) be written separately or

combined in a package.
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*Sec. 66. AS 21.57.040 is repealed and
reenacted to read:

Sec. AS 21.57.040. AMOUNT OF
CONSUMER CREDIT INSURANCE, (a)The
amountofcoverage for credit life insurance
payable at the time ofloss

JT/mme332.jt

Existing Statutes

(1) individual policies of life
insurance issued to debtors on the term plan;

(2) individual policies of
disability insurance issued to debtors on a term
plan or disability provisions in individual life
policies to provide the coverage;

(3) group policies of life
insurance issued to creditors providing
insurance upon the lives ofdebtors on the term
plan;

(4) group policies of disability
insurance issued to creditors on a term plan
insuring debtors, or disability provisions in
group life policies to provide the coverage.

SECTION 21.57.040. AMOUNT OF CREDIT
LIFE INSURANCE AND CREDIT DISABILITY
INSURANCE, (a) The initial amount ofcredit
life insurance may not exceed the total amount
repayable under the contract of indebtedness
and, ifan indebtedness is repayable in
substantially equal installments, the amount of
insurance shall at no time exceed the scheduled
oractual amountofunpaid indebtedness,
whicheveris greater, except thatagricultural
loans notexceeding one year may be written up
to the amountofthe loan commitment on a
nondecreasing or level term plan.

Comments

This section gives a detailed description of the
amountofcredit life insurance that may be
written in different situations. In general, the
amountofcreditinsurance may be nomore
than the balance of the loan. The existing law
allows the amountofcreditlife insurance to
equal the balance of the loan plus all unearned
finance charges. The amountofcredit
disability or unemploymentinsurance may
equal the total of the unpaid installments of
the loan.
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(1) may not exceed the
greaterof the actual net debt or the scheduled
netdebt, exceptinsurance on an

(A) agricultural
credit transaction commitment, not
exceeding one yearin duration, may be
written up to tne amount of the loan
commitmenton a nondecreasing or level
term plan; and

(B) educational
credit transaction commitmentmay be
written for the net outstanding balance
plus any unused commitment;

(2) may notbe less than the
actual netdebtleBS any payments more than
two months overdue if the coverage is written
on the actualoutstanding net debt;

(3) may not exceed the
following if the coverage is written on the
scheduled outstanding net debt:

(A) the scheduled net
debtifthe actual netdebtis less than
orequal tothe scheduled net debt;

(B) the actual net
debtifthe actual netdebtis greater
than the scheduled net debtbutless
than orequal to the scheduled net debt
plus two months of payments; or

(C) the scheduled net
debtplus two months of payments if the
actualnetdebtis greater than the
scheduled net debt plus two months of
payments;

(4) mustequal the actual
netdebton the date of death ifa premium is
assessed to the debtoron a monthly basis and
is based on the actual net debt; and

(5) may be less than the net
debtwhen the partial coverage is calculated
using one ofthe following:

JT/mme332.jt -69-

Comments
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(A) the amountof
insurance is the lesser of a stated
amount and the amount determined by
(2) of this subsection;

(B) the amountof
insurance is the lesserofa stated
amount and the amount determined by
(3) ofthis subsection;

(C) the amountof
insurance is a constant percentage of
the amount determined by (2) or (3) 0
this subsection; or

f

(D) in the absence of
any preexisting condition exclusion, the
amount ofinsurance payable in the
eventofdeath due to natural causes is
limited to the balance as it existed six
months prior to the date of death if:

(i) there has
been at least one increase in the
outstanding balance during that
six-month period, other than an
increase due to the accrual of
interestor late charges; and

(i) evidence
ofindividual insurability has
notbeen required during that
six-month period.

(b) The director may provide for
other patterns ofinsurance consistent with (a)
ofthis section by regulation.

JT/mme332.t
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(b) The total amount ofperiodic
indemnity payable by credit accident and
health insurance in the event of disability, as
defined in the policy, may not exceed the
aggregate of the periodic scheduled unpaid
installments of tne indebtedness; and the
amountofeach periodic indemnity payment
may notexceed the original indebtedness

divided by the numberofperiodic installments.

Comments
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(c) The total amount ofperiodic
indemnity payable in the eventofdisability or
unemployment, as defined in the policy, may
not exceed the sum ofthe periodic scheduled
unpaid installments of the gross debt. The
amountofeach periodic indemnity payment
may notexceed the original gross debt divided
by the number of periodic instaliments.

(d) Ifcredit disability insurance or
creditunemploymentinsurance IS written in
connection with an open-end consumer credit
agreement, the amountofinsurance may not
exceed the gross debt that would accrue on the
amountusing the creditor's minimum
repayment schedule. The periodic indemnity
need notrelate to the creditor's minimum
repayment schedule.

¥Sec.67.AS 21.57.050 is repeal’ id
reenacted to read:

JT/mme332.jt
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Comments

Tliis section explains when a creditinsurance
policy may become effective in different
situations, and how long the insurance may
extend beyond the date the loan is paid. It also
specifies that if the insurance is terminated
before the scheduled termination date, the
debtoris entitled to a refund.
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Sec. AS 21.57.050.DURATION OF
COVERAGE, (a) The effective date ofcoverage
for

(1) consumer credit
insurance thatis elected by the debtor before or
contemporaneous with a credit transaction, the
date when the debtor becomes obligated to the
creditor, except that when evidence of
individual insurability is required and the
evidence is furnished more tnan 30 days after
the date when the debtor becomes obligated to
the creditor, the effective date may be the date
on which the insurance company determines
the evidence to be satisfactory;

JT/mme332.jt

Existing St& 'ates

SECTION 21.57.050. TERM OF CREDIT LIFE
INSURANCE AND CREDIT DISABILITY
INSURANCE. The term ofcredit life insurance
or credit disability insurance shall, subject to
acceptance by the insurer, commence on the
date when the debtor becomes obligated to the
creditor, except that, if a group policy provides
coverage with respect to existing obligations,
the insurance on a debtor with respect to the
indebtedness shall commence on the effective
date of the policy. If evidence ofinsurability is
required and the evidence is furnished more
than 30 days after the date the debtor becomes
obligated to the creditor, the term of the
insurance may commence on the date on which
the insurance company determines the evidence
to be satisfactory, and in thatevent there shall
be an appropriate refund or adjustmentofany
charge to the debtor for insurance. The term of
the insurance may not extend more than 15
days beyond the scheduled maturity date of the
indebtedness except when extended without
additional cost to the debtor. If the
indebtedness is discharged due to renewal or
refinancing before the scheduled maturity date,
the insurance in force shall be terminated
hefore any new insurance may be issued in
connection with the renewed or refinanced
indebtedness. In all cases of termination before
scheduled maturity, a refund shall be paid or
credited as provided in AS 21.57.090.
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(2) insurance coverage that
is elected by the debtoron a date subsequent to
the date of the credit transaction is, subject to
acceptance by the insurer, a date notearlier
than the date the election is made by the debtor
orlater than 30 days following the date on
which the insureraccepts the risk for
coverage;an insurer shall determine ifa risk is
acceptable by an objective method, including
one related to a particular date within a billing
orrepaymentcycle ora calendarmonth; and

(3) a group policy that
provides coverage with respectto a debt
existing on the policy effective date, mustbe on
or after the effective date of the group policy.

(b) A charge for insurance may not
be made to the debtor and retained by the
creditororinsurerfor any time before
commencementofthe consumer credit
insurance to which the charge is related.

(c) ‘The duration ofcoverage for
consumer credit insurance may not extend

(1) beyond the termination
date specified in the policy; the termination
date of insurance may precede, coincide with, or
follow the scheduled maturity date of the debt
to which it relates, subject to any other
requirements and restrictions of this chapter;
ana

(2) more than 15 days
heyond the scheduled maturity date of the debt
except when extended

(A) without
additional cost to the debtor; or

(B) under a w- .iten
agreement signed by the debtor, in
connection with a variable interestrate
credit transaction or a deferral, renewal,
refinancing, or consolidation ofdebt.
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(d) Ifthe debtis discharged due to
renewal, refinancing, or consolidation hefore the
scheduled termination date of the insurance,
insurance in force must be terminated before
new insurance may be written in connection
with the renewed, refinanced, or consolidated
debt.

(e) I[finsurance coverage terminates
before the scheduled termination ofsuch
insurance, the insurer shall make an
appropriate refund or credit to the debtor. The
reiuna orcreditmustconsistofthe unearned
insurance charge paid by the debtor for
insurance after the date of the termination,
exceptthata refund is notrequired ofa charge
made for insurance if the insurance is
terminated by performance ofthe insurer's
ohligation with respect to the insurance.

(f) Aninsured debtormay
terminate consumer creditinsurance atany
time by providing advance notice to the insurer.
The individual policy or group certificate may
require that notice be in writing or that the
debtor surrender the individual policy or group
certificate, or both. The debtor's right to
terminate coverage may also be subject to the
terms of the credit transaction contract.

JT/mme332.jt
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*Sec. 68.AS 21.57 is amended by adding a
new section to read:

Sec. AS21.57.055. DISCLOSURE TO
DEBTORS, (a) Before a debtor elects to
purchase consumer creditinsurance in
connection with a credit transaction, the
insurer shall disclose the following in writing to
the debtor:

(1) the purchase of
consumer creditinsurance is optional and not a
condition of obtaining creditapproval;

(2) ifmore than one kind of
consumer creditinsurance is being made
available to the debtor, whether the debtor can
purchase the insurance separately or the
multiple coverage only as a package;

(3) the conditions of
eligibility;

(4) if the debtor has other
insurance that covers the risk, the debtor may
notwantorneed creditinsurance;

JT/mme332 t 75

Comments

Tliis is a new section detailing specific
disclosures that must be made to debtors hefore
a creditinsurance policy may be sold, and the
mannerand time tnat the disclosures must be
made. The disclosures that must he made
include: 1)thatthe purchase ofcredit
insurance is optional, and notrequired to
obtain the loan, 2) whetherornotthe debtoris
able to select which types of consumer credit
insurance to purchase, or whether the types are
only sold as a package, 3) who is eligible for
the creditinsurance, 4) the fact that the debtor
may not need orwant credit insurance if they
have otherinsurance, 5) the fact that the
debtorhas a 30 day free look during which
time they can cancel the policy without charge,
6) a description ofthe coverage provided, 7)
any finance charge to he applied to the
premium, and 8) whether ornot the henefits of
the policy are sufficient to pay off the debt in
full in the eventofa claim.
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(5) if the creditorrequires
consumer creditinsurance as additional
security for a debt, the debtorhas the option of
furnishing the required amountofinsurance
through existing policies owned or procured by
the debtororofprocuring and furnishing the
required insurance through an insurer
authorized to transact an insurance business in
this state;

(6) the eifective date of the
coverage;

(7) the debtormay cancel
the coverage within the first 30 days after
receiving tne individual policy or group
certificate and have a premium paid by the
debtor refunded or credited; thereafter, the
debtor may cancel the policy at any time during
the term ofthe loan and receive a refund ofun-
earned premium;

(8) a briefdescription of the
coverage, including

(A) the amount;
(B) the term;

(C) any exceptions,
limitations, or exclusions;

(D) the insured
gvent;

(E) any waiting or
elimination period;

(F) any deductible;

(G) any applicable
waiverofpremium provision;

(H) to whom the
henefits would be paid; and

(1) the premium

rate for each coverage or for multiple
coverage in a package;

JT/mme332.jt
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(9) ifthe premium or
insurance charge is financed, it will be subject
to finance charges at the rate applicable to the
credit transaction or at another specified rate;
and

(10) whetherornot the
henefits provided are sufficient to pay off the
debtin full, including finance charges unearned
atthe time of the claim.

(b) The disclosure xequired in (a) of
this section shall be provided in tne following
manner:

(1) in connection with

consumer creditinsurance offered
contemporaneously with the extension of credit
oroffered through direct mail advertisements,
the disclosure shall be presented to the
consumerin aclearand conspicuous manner; or

(2) in conjunction with the
offer of credit insurance subsequent to the
extension of credit by other than direct mail
advertisements, the initial disclosure may be
provided orally as long as written disclosure is
provided to the debtorno later than 10 days
after the offer or the date any other written
material is provided to the debtor, whichever
occurs first.

(c) Ifthe debtor elects to purchase
coverage, the delivery of the disclosure required
in (b)ofthis section shall be acknowledged by
the debtor at the time ofdelivery, and the
insurer shall maintain the debtor's written
acknowledgement for atleast five years.

*Sec.69. AS 21.57.060 is repealed and
reenacted to read:

JT/mme332.t
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Comments

This section lists required policy provisions that
mustbe specified on the individual policy or
certificate ofinsurance. Mostofthese
provisions are not significantly changed from
the currentlaw. There are new requirements
for the policy to clearly specify: 1) how
refunds will be calculated in the event of policy
termination, and 2) whether or not- the credit
insurance henefits are sufficient to pay of the
loan in the eventofdeath, disability, and
unemployment.
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Sec. AS 21.57.060. PROVISIONS OF
POLICIES AND CERTIFICATES OF INSUR-
ANCE. (a) All consumer credit insurance shall
be evidenced by an individual policy or a group
certificate of insurance.

(b The individual policy or group
certificate must, in addition to other
requirements of law, set forth

gl) the name and home
office address of the insurer;

2 the name of the debtor;

(3) the premium to be paid
by the debtor disclosed separately for each kind
of coverage or for all coverage in a package,
except that for open-ended loans, the premium
rate and the basis of premium calculation must
be specified;

(4) a full description of the

coverage including the amount,the term, rad
any exceptions, Limitations, or exclusions;
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Existing Statutes

SECTION 21.57.060. PROVISIONS OF
POLICIES AND CERTIFICATES OF
INSURANCE, (a) All credit life insurance and
credit disability insurance shall be evidenced by
an individual policy, or in the case of group
insurance by a certificate of insurance, which
individual policy or group certificate of
insurance shall be delivered to the debtor.

(b) Each individual policy or group
certificate of credit life insurance, ana credit
disability insurance must, in addition to other
requirements of law, set out the name and
home office address of the insurer, and the
identity by name or otherwise of the person or
persons insured, the rate of amount of payment,
if any, by the debtor separately in connection
with credit life insurance and credit disability
insurance, a description of the amount, term,
and coverages including exceptions, limitations,
or restrictions, and must state that the benefits
shall be paid to the creditor to reduce or
extinguish the unpaid indebtedness and, if the
amount of insurance exceeds the unpaid
indebtedness, that any excess shall be payable
to a beneficiary, other than the creditor, named
by the debtor, or to the debtor’s estate.
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Comments
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] (5) ~ a statement that the
benefits shall be paid to the creditor to reduce
or extinguish the unpaid debt and that,
whenever the amount of insurance benefit
exceeds the unpaid debt, the excess will be
payable to the debtor, a beneficiary other than
the creditor named by the debtor, o. the
debtor’s estate;

(6) an explanation of how
refunds are calculated in the event of policy
termination; and

) if the benefit is not
adequate to completely pay off the debt existing
on tne date of death or disability, a statement
to that effect on the face of the individual policy
or group certificate in not smaller than 10
point, bold face type.

* Sec. 70. AS 21.57.070 is repealed and
reenacted to read:

JT/mme332.jt
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Comments

This section makes mostly editorial changes to
the requirements regarding when the policy or
certificate must be delivered to the debtor and
what must be included on it. It also adds a
requirement that the debtor be given a 30 day
free look period to review the policy. If the
debtor decides within the 30 days that they
dofn’t a/vant the policy, they are entitled to a full
refund.
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Sec. 21.57.070. REQUIREMENTS FOR
EVIDENCE OF INSURANCE, (a) Unless the
individual policy or group certificate of
insurance is delivered to the debtor at the time
the debt is incurred or when the debtor elects to
purchase coverage, a copy of the application for
the policy or a notice of(fropo_sed insurance,
signed by the debtor and setting out (1) the
name and home office address of the insurer,
(2) the name of the debtor, (3) the premium
rate to be paid by the debtor for the insurance,
and (4) the amount, term, and a brief
description of the coverage provided, shall be
delivered to the debtor at the time tne debt is
incurred or the election to purchase coverage is
made. The copy of the application for or notice
of proposed insurance must refer exclusively to
insurance coverage and must be separate and
apart from the loan, sale, other credit
statement of account, instrument, or agreement,
unless the information required by this
subsection is prominently set out in it. Upon
acceptance of the insurance by the insurer and
within 30 days of the date upon which the debt
is incurred or the election to purchase coverage
is made, the insurer shall deliver the individual
policy or group certificate of insurance to the
debtor. e application or notice of proposed
insurance must state that upon acceptance by
the insurer, the insurance shall become
effective as provided in AS 21.57.050(a).

JT/mme332.jt

E xisting Statutes

SECTION 21.57.070. DELIVERY OF POLICY
OR CERTIFICATE, (a) The individual policy or
group certificate ofinsurance shall be delivered
to the insured debtor at the time the
indebtedness is incurred except as provided in
(b) and (c) of thi3 section.
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(0)] The application or notice of pro-
posed insurance may be used to fulfill all ot the
requirements of AS 21.57.055(a) and )
21.57.060(b) if it contains all of the information
required by those subsections.

(© The debtor has 30 days from the
date the debtor receiyes the individual policy or
the group certificate to review the coverage
purchased. At any time within the 30-day
period, the debtor may contact the creditor or
insurer issuing the policy or certificate and
request that the coverage be cancelled. The
individual policy or group certificate may
re(i]_uire the request to be in writing, that the
policy or certificate be returned to tne insurer,
or both. Ifa policy is cancelled, the insurer
shall then return a full refund or credit of all
premiums or insurance charges to the debtor
within 30 days.

JT/mme332.jt
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(b) If the individual policy or group
certificate of insurance is not delivered to the
debtor at the time the indebtedness is incurred,
a copy of the application for the policy or a
notice of proposed insurance, signed by the
debtor and setting out the name and home
office address of tne insurer, the name or
names of the debtor, the amount of payment by
the debtor separately in connection with credit
life insurance and credit disability insurance
coverage, and a brief description of the coverage
provided or to be provided, shall be delivered to
the debtor at the time the indebtedness is
incurred. The copy of the application for or
notice of proposed insurance must refer
exclusively to insurance coverage, and must be
separate and apart from the loan, sale, or other
credit statement of account, instrument or
agreement, unless the information required by
this section is prominently set outin it. Upon
acceptance of tne insurance by the insurer and
within 30 days of the date upon which the
indebtedness is incurred, the insurer shall
cause the individual policy or group certificate
of insurance to be delivered to the debtor. The
application or notice of proposed insurance
must state that, upon acceptance by the
insurer, the insurance shall become effective as
provided in AS 21.57.050.

(c) If the insurer named in either the
application or notice of proposed insurance does
not accept the risk, the debtor shall receive a
policy or certificate of insurance setting out the
name and home office address of the
substituted insurer and the amount of the
premium to be charged, and if the amount of
premium is less than that set out in the notice
of proposed insurance an appropriate refund
shall be made.

-81-
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(d) If the named insurer does not
accept the risk, the debtor shall receive a polic
or certificate of insurance listing the name an
home office address of the substituted insurer
and the amount of the premium to be charged.
If the amount of premium is less than the
amount in the notice of proposed insurance, the
insurer shall issue an appropriate refund
within 30 days. If the nsks not accepted by an
insurer, a premium paid by the debtor shall be
refunded or credited to the debtor within 30
days of the date of application.

(e) For the purposes of (a) of this
section, an individual policy or group certificate
delivered in conjunction with an open-end
consumer credit agreement or any consumer
credit insurance requested bv the debtor after
the date of the debt is considered to be
delivered at the time the debt is incurred or
election to purchase coverage is made if the
delivery occurs within 30 days of the date the
insurance is effective.

® An individual policy or group
certificate delivered in conjunction with an
open-end consumer credit agreement shall
continue from its effective date through the
term of the agreement unless the individual
policy or group certificate is terminated in
accordance with its terms at an earlier date.

* Sec. 71. AS 21.57.080 is repealed and
reenacted to read:

Sec. AS 21.57.080. FILING OF
FORMS AND RATES, (a) An insurance policy,
certificate of insurance, notice of proposed
insurance, disclosure notice, advertising,
a}yollcatlon for insurance, endorsement, and
rider delivered or issued for delivery in this
state, and the applicable schedules of premium
rates shall be filed with the director before
being used.
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Existing Statutes

SECTION 21.57.080. FILING, APPROVAL,
AND WITHDRAWAL OF FORMS, (a) All
policies, certificates of insurance, notices of
proposed insurance, applications for insurance,
endorsements and riders delivered or issued for
delivery in this state, and the schedules of
premium rates pertaining thereto shall be filed
with the director.
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Comments

This section details that all policy forms, rates,
etc must be filed with and approved by the
director, and is not substantially different from
the existing law. The main additions to the
section are an addition of filing requirements
for insurers’ disclosure notices and advertising.
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b) A document required to be filed
under (a) of the section mast be on file for a
waiting period of 30 days before it becomes
effective. This period may be extended for an
additional 30 days if the director gives written
notice within the waiting period to the insurer
making the filing. The director shall
disapprove a premium rate if the charged is not
reasonable in relation to benefits or if it
contains provisions that are unjust, unfair,
inequitable, misleading, deceptive, encourage
misrepresentation of tne policy, or are contrary
to any provision of this title or any regulation
adopted under this title. A filing 1s considered
to be approved unless it is disapproved by the
director within the waiting period.

() If the director notifies the
insurer that a document required to be filed
under (a) of this section is disapproved, the
insurer may not issue or use any part ofthe
document. In the notice of disapproval to the
insurer, the director shall specity the reason for
disapproval and indicate that the insurer is
entitled to a hearing.

(d) The director may, at any time
after a hearinc?, withdraw approval of a filing
on any grounds under (b) of this section. The
director shall provide the insurer at least 20
days’ prior written notice of a hearing
scheduled by the director, and the notice of the
hearing must state the reason for the proposed
withdrawal.

(e) An insurer may not issue or use
a document required to be filed under (63 of this
section after the effective date of a withdrawal
of approval under (d) of this section.

JT/mme332.jt
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(bz The director shall, within 30 days
after the filing of a policy, certificate of
insurance, notice of proposed insurance,
application for insurance, endorsement, or
rider, in addition to other requirements of law,
disapprove the form if the table of premium
rates charged or to be char%ed appears by
reasonable assumptions to be excessive in
relation to benefits or if it contains provisions
which are unjust, unfair, inequitable,
misleading, deceptive, or encourage
misrepresentation of the policy.

((? If the director notifies the insurer
that the form is disapproved, it is unlawful
thereafter for the insurer to issue or use the
form. In the notice, the director shall specify
the reason for disapproval and state that a
hearing will be granted within 20 days after
request in writing by the insurer. A policy,
certificate of insurance, notice of propose
insurance, application, binder, endorsement, or
rider may not be issued or used until the
ex?iration of 30 days after it has been filed,
unless the director gives prior written approval
to it.

(d) The director may, at any time after
a hearing, of which not less than 20 days
written notice was given to the insurer,
withdraw approval of a form on any grounds
under (b) ofthis section. The written notice of
the hearing must state the reason for the
proposed withdrawal.

(e) An insurer may not issue or use a
form after the effective date of a withdrawal of
approval under (d) of this section.

-83-

March 31, 1994



Proposed Legislation

If a group policy of consumer
credit insurance (1) has ibeen delivered in this
state before July 1, 1994 or (2) has been or is
delivered in another state before or after Jul?/ 1,
1994, the insurer shall be required to file only
the group certificate and notice of proposed
insurance delivered or issued for delivery in
this state as specified in AS 21.57.060(b) and
21.57.070(a).

JT/mme332.jt
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) f) If a group policv of credit life
insurance or credit disability insurance

(1) has been delivered in this
state before July 1, 1966, or,

(2) has been or is delivered in
another state before or after July 1, 1966, the
insurer shall be required to file only the group
certificate and notice of proposed insurance
delivered or issued for delivery in this state as
specified in AS 21.57.060(b) and 21.57.070(b)
and the forms shall be approved by the director
if they conform with the requirements specified
in these subsections and if the schedules of
premium rates applicable to the insurance
evidenced by the certificate or notice are not in
excess of the insurer’ schedules of premium
rates filed with the director; provided, however,
the premium rate in effect on existing group
policies may be continued until the first policy
anniversary date following the date this title
becomes effective.
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(9) Consumer credit insurance
forms used for insurance described under (f) of
this section shall be approved by the director if
they conform with the requirements specified in
this section and if the schedules of premium
rates applicable to the insurance evidenced b
the certificate or notice are in accordance wit
the insurer’s schedules of premium rates filed
with the director. An item required to be filed
under (a) of this section shall also be filed as
specified in this chapter unless the item relates
to a group policy that is delivered in another
state ana tne director has determined that the
other state has substantially similar statutes or
regulations to this chapter. Upon this
determination the items required to be filed
under (a) of this section shall be filed for
informational purposes. If the director sub-
sequently determines that the informational
filing is not in compliance with the
requirements of this chapter, the insurer may
not use the insurance policy, form, certificate,
notice of proposed insurance, disclosure notice,
advertisement, application for insurance,
endorsement, or rider.

* Sec. 72. AS 21.57.090 is amended to read:

Sec. AS 21.57.090. PREMIUM AND RE-
FUNDS. (a) Aninsurer may revise it3
schedules of premium rates from time to time,
and file the revised schedules with the director.
An insurer may not issue a consumer credit
[LIFE INSURANCE POLICY OR CREDIT DIS-
ABILITY] insurance policy for which the
premium rate differs from [EXCEEDSI that
determined by the schedules of the insurer then
approved by TON FILE WITHL1 the director.
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Existing Statutes

~ (9) An order or final determination of
the director under the provisions of this section
shall be subject to judicial review.

SECTION 21.57.090. PREMIUMS AND
REFUNDS, (a) An insurer may revise its
schedules of premium rates from time to time,
and file the revised schedules with the director.
An insurer may not issue a credit life insurance
policy oi’ credit disability insurance policy for
whicn the premium rate exceeds that
determined by the schedules of the insurer then
on file with tne director.
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Comments

This section involves some editorial changes,
and specifies the formula that must be used to
calculate premium refunds in the event of
policy termination.
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(b)  An [EACH] individual policy or
group certificate must provide for a refund in
the event of termination of ITHAT IFI the
insurance Lib TERMINATED] before the
scheduled maturity date of the insurance and
upon notice to the insurer. The
[INDEBTEDNESS, ANY] refund of an amount
paid by the debtor for insurance shall be paid
or credited promptly to the person entitled to it;
provided, however, that the director shall
prescribe a minimum refund and a [NO] refund
that would be less than the minimum need not
be made. A refund formula that an insurer
desires to use must provide refunds that
are at least as favorable to the debtor as
refunds based on the rule of anticipation.
The formula to be used in computing refunds
shall be filed with and approved by the director.

() If a creditor requires a debtor to
make a payment for consumer credit g_IFE
INSURANCE OR CREDIT DISABILITY]
insurance and an individual policy or ﬂroup
certificate of insurance is not issued, the
creditor shall immediately give written notice to
the debtor and shall promptly make an ap-
propriate credit to the account or issue a
refund.

(d) The amount charged to a debtor
for consumer credit [LIFE OR CREDIT
DISABILITY] insurance may not exceed the
premium charged by the insurer, as computed
at the time the charge to the debtor is
determined.

*Sec. 73. AS 21.57.090 is amended by adding a
new subsection to read:

(? Nothing in this chapter may be
construed to authorize a payment for insurance
prohibited under other provisions of law
governing credit transactions.
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__(b) Each individual policy or group
certificate must provide that if the insurance is
terminated before the scheduled maturity date
of the indebtedness, any refund of an amount
paid by the debtor for insurance shall be paid
or credited promptly to the person entitled to it;
provided, however, that the director shall
prescribe a minimum refund and no refund that
would be less than the minimum need be made.
The formula to be used in computing refunds
shall be filed with and approved by the director.

(c) If a creditor requires a debtor to
make a payment for credit life insurance or
credit disability insurance and an individual
policy or group certificate of insurance is not
Issued, the creditor shall immediately give
written notice to the debtor and shall promptly
make an appropriate credit to the account.

) _gd) The amount charged to a debtor for
credit life or credit disability insurance may not
exceed the premium charged by the insurer, as
computed at the time the charge to the debtor
is determined.

This section adds a new subsection clarifying
that nothing in this chapter authorizes
payments prohibited under other laws

governing credit transactions.
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* Sec, 74. AS 21.57.120 is amended to read:

Sec. AS 21.57.120. SELECTION
RIGHTS OF INSURED. [EXISTING
INSURANCE.] When consumer credit
INSURANCE OR CRETSITT>IS'ABILITY]
insurance is re%uwed as additional security for
a debt [AN INDEBTEDNESS!, the debtor
shall, upon request to the creditor, have the
option of furnishing the required amount of
insurance through existing policies of insurance
owned or controlled by the debtor or of
procuring and furnishing the required coverage
through an insurer authorized to transact an
insurance business in this state.

LIFE

*Sec. 75. AS 21.57 is amended by adding a
new section to read:

Sec. 21.57.125. DUTIES OF AN
INSURER. Except as otherwise prohibited by
law, duties imposed upon an insurer by this
chapter may be carried out by a creditor is the
creditor is licensed under AS 21.27 as an
insurance producer, a managing general agent,
or a third-parly administrator, and transacts
business within the scope of its license on
behalf of the insurer.

* Sec. 76. AS 21.57.150 is repealed and
reenacted to read:

JT/mme332.jt

Existing Statutes

SECTION 21.57.120. EXISTING INSURANCE.
When credit life insurance or credit disabilit
insurance is required as additional security for
an indebtedness, the debtor shall, upon request
to the creditor, have the option of furnishing
the required amount of insurance through
eX|st|n? policies of insurance owned or
controlled bv the debtor or of procuring and
furnishing tlhe required coverage through an
insurer authorized to transact an insurance
business in this state.
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Comments

This section specifies that the debtor is not
obligated to purchase credit insurance from the
lender as security for a debt, but may
substitute insurance that the debtor already
has, or by purchasing similar insurance
elsewhere. The changes here are purely
editorial.

Throughout Chapter 57, various duties or
responsibilities are placed on insurers. This is
a new section which states that the duties
asshgned to an insurer may be carried out by a
creditor as long as the creditor is licensed
under AS 21.27.

This section lists the penalties which may be
applied to an insurer, creditor, or other person
for violating this chapter or an order of the
director. Tne penalties are increased
substantially from the existing law, and are
consistent with the penalties listed in

AS 21.27.440.
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_Sec. 21.57.150. PENALTIES, éa In SECTION 21.57.150. PENALTIES. In addition
addition to any other penalty provided by law, a to a penalty provided by law, a person who
person licensed under AS 21.27 that the violates an order of the director after it has
director determines under AS 21.06.170 - become final, and while the order is in effect,
21.06.240 has violated the provisions of this shall upon proof to the satisfaction of the court,
chapter is subject to forfeit and pay to the state a sum not to exceed

$250 which may be recovered in a civil action,
except that if the violation is found to be wilful,
the amount of the penalty shall be a sum not to
exceed $1,000. The director may revoke or
suspend the license or certificate of authority of
the person guilty of the violation. The order for
suspension or revocation shall be subject to
judicial review as provided in AS 21.06.230.

(1) a civil penalty eoual to
the compensation promised, paid, or to be paid,
directly or indirectly, to the Ucennee in regard
to this violation;

(2 either a civil penalty of
not more than $10,000 for a violation or, if the
director determines that the person wilfully
violated the provisions of this chapter, a civil
penalty of not more than $25,000 for a
violation; and

] (3)  _denial, nonrenewal,
suspension, or revocation ofa license.

éb% In addition to any other penalty
provide law, an insurer that the director

determined under AS 21.06.170 - 21.06.240 has
violated the provisions of this chapter subject to

) (1) a civil penalty equal to
the premium earned, directly or indirectly, by
the Insurer in regard to a violation;

(2) either a civil penalhr or
not more than $10,000 for a violation or, if the
director determines that the insurer wilfully
violated the provisions of this chapter, a civil
penalty of not more than $25,000 for a
violation; and

) (3) . denial, suspension, or
revocation of a certificate of authority.
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) (ﬁ) In addition to any other penalty
provided by law, any person that the director
determines under AS 21.06.170 - 21.03.240 has
violated the provisions of this chapter subject to

(1) either a civil penalty of
not more than $10,000 for a violation or, if the
director determines that the person wilfully
violated the provisions of this chapter, a civil
penalty of not more than $25,000 for a
violation; and

2 denial of a license.

*Sec. 77. AS 21.57.160 is repealed and
reenacted to read:

Sec. 21.57.160. DEFINITIONS. In this
chapter,

@ "agriculture credit
transaction commitment” means a binding
agreement to loan money up to a fixed amount
as needed for agricultural purposes;

(2 "compensation™ means
commissions, dividends, retrospective rate
credits, service fees, expense allowances or
reimbursements, gifts, furnishing equipment,
facilities, goods, or services, or any other form
of remuneration resulting directly from the sale
of consumer credit insurance;

(3) "consumer credit
insurance” means credit life insurance, credit
disability insurance, or credit unemployment
insurance;

JT/mme332.jt

Existing Statutes

SECTION 21.57.160. DEFINITIONS. In tliis
chapter

(1) “credit disability insurance"
means insurance on a debtor to provide
indemnity for payments becoming due on a
specific loan or other credit transaction while
the debtor is disabled as defined in the policy;

(2) "credit life insurance” means
insurance on the life of a debtor under or in
connection with a specific loan or other credit
transaction;

(3) "creditor" means the lender
of money or vendor or lessor of goods, services,
property, rights, or privileges, for which
payment is arranged through a credit
transaction, or a successor to the right, title, or
interest of the lender, vendor, or lessor and an
affiliate, associate, or subsidiary of any of them
or a director, officer, or employee of any of them
or any other person in any way associated with
any of them;

-89-

Comments

Several new definitions are addf . to this
section, primarily to clarify some of the terms
that are used in this chapter and may have
been misinterpreted in the past.
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) (4)  "credit disability
insurance" means insurance on a debtor to
provide indemnity payments or debt becoming
due on a specific loan or other credit
transaction while the debtor is disabled;

(5) "credit life insurance"
means insurance on the life of a debtor under
or in connection with all or a part of a specific
loan or other credit transaction;

) (6)  "credit unemployment
insurance™ means insurance on a debtor to
Brovide indemnity for payments or debt )

ecoming due on a specific loan or other credit
transaction while the debtor is involuntarily
unemployed,;

(7) "credit transaction"
means a transaction by which the repayment
for money loaned or a loan commitment made

or Fayment for goods,services, or properties sold
or

eased is made at a future date;

8) "creditor" means a
person who lends money or who sells or leases
oods, services, property, rights, or privileges,

or which payment is arranged through a credit

transaction, and includes a person who is a
successor to the right, title, or interest of the
lender, seller, or lessor,

9 "debtor" means a person

who borrows money, or purchases or leases
goods, services, property, rights, or privileges

tor which payment is arranged through a credit

transaction;

) (10)  "educational credit
transaction commitment™ means a binding

agreement to loan money up to a fixed amount

as needed for educational purposes;

(11)  "gross debt" means the
total of the remaining payments owed to the
creditor by the debtor;
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Kxisting Statutes Comments

(4) "debtor" means a borrower of
money or a purchaser or lessee of goods,
sei-vices, property, rights, or ﬁrivileges for
which payment is arranged through a credit
transaction;

(5) "indebtedness™ means the
total amount payable by a debtor to a creditor
in connection with a loan or other credit
transaction.

-90-
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(12)  “identifiable charge"
means a charge for consumer credit insurance
that is made to a debtor having the benefit of
the insurance, including a charge for insurance
that is disclosed in the consumer credit
agreement or other instrument furnished to the
debtor, and any difference in the finance,
interest, service, or other similar charge made
to debtors who are in like circumstances except
for their insured or noninsured status;

(13)  "net debt" means the
amount necessary to liquidate the remaining
debt in a single lump sum payment, excluding
all unearned finance charges;

) (14)  "open-end consumer
credit” means consumer credit extended by a
creditor under an agreement in which

(A) the creditor
reasonably contemplates repeated
transactions;

) ~(B) . the creditor
imposes a periodic finance charge on an
outstanding unpaid balance; ana

© tie amount of
consumer credit that mi y be extended
to the debtor during the term of the
agreement, up to any limit set by the
creditor, is %enerally made available to
the extent that any outstanding balance
is repaid;

(15)  "rule of anticipation”
means a refund method that results in refunds
equal to the premium cost of scheduled benefits
subsequent to the date of cancellation or
termination, computed at the schedule of
premium rates in effect on the date of issue.

*Sec. 78. AS 21.69 is amended by adding new
sections to read:
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Comments

The addition of this section is to provide
guidance when an Alaska domestic insurer
wishes to move its domestic status to another
state or when an insurer that is domiciled in
another state wishes to change its domicile to
Alaska.
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Sec. 21.69.645. REDOMESTICATION,
(a) Aninsurer organized under the laws of
another state and admitted to do business in
this state may become a domestic insurer of
this state by complying with the requirements
of this title relative to the organization and
licensing of a domestic insurer and by
designating its principal place of business at a
place in this state.

(b) A domestic insurer may, upon
approval of the director, transfer its domicile to
another state in which it is admitted to
transact the business of insurance. Upon a
transfer as described in this subsection, the
insurer 3hall cease to be a domestic insurer of
this state, but shall be considered admitted to
this state. The insurer shall meet the
qualifications to remain admitted to this state
for a period of three years or, if ordered by the
director, a longer period. The director may
approve a proposed transfer unless the transfer
is not in the interest of the policyholders of the
insurer or the insurance marketplace of this
state.

() Upon transfer of domestic status
to or from tliis state, the certificate of authority,
appointments under AS 21.27.100, rates, and
other items that the director, allows, and that
are in existence at the time the insurer is
licensed to transact the business of insurance in
this state, shall continue in full force and effect
and the insurer shall remain duly qualified to
transact the business of insurance in this state.
Outstanding policies of transferring insurer
shall remain in full force and effect and shall be
endorsed with the new name of the company,
its new location, and any other information the
director majfrequire. A transferrin? insurer
shall notify the director of the details of the
proposed transfer 30 days before the effective
date of the transfer and shall promptly file any
resulting amendments to corporate documents
filed or required to be filed with the director.
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Comments

Subsection (a) requires that an insurer
domiciled in anotner state that is licensed in
this state may become a domestic of this state
if they comply with all Alaska laws regarding
organization and licensing of a domestic insurer
and designates a principal place of business in
this state.

Subsection (b) allows an Alaska domestic
insirer to transfer domicile status to another
state and shall be licensed in Alaska with the
director’s approval. The director shall five
apP_rovaI unless it is not in the interest of
policyholders or the marketplace. The insurer
IS required to meet qualifications for being
licensed in this state for three years after
transfer.

Subsection (? says that when domestic status
is transferred in or out of this state, the
certificate of authority, producer appointments,
rates, and other items tnat director may allow
will continue in effect. Outstanding policies of
the insurer shall be endorsed with the new
name and location of the insurer and any other
information required by the director. The
director shall be notified of the details of the
transfer 30 days in advance.
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(d) A transfer ci‘domestic status by
merger, consolidation, or any other lawful
method of combination must meet the
requirements of AS 21.69.599 or 21.69.600. The
certificate of authority, appointments under AS
21.27.100, rates, and other items that the
director, allows, and that are in existence at the
time the insurer is licensed to transact the
business of insurance in this state, shall
continue in full force and effect and the insurer
shall remain duly qualified to transact the
business of insurance in this state.

Outstanding policies of a domestic insurer being
merged, consolidated, or otherwise combined
shall remain in full force and effect and shall be
endorsed with the new name of the company,
its new location, and any other information the
diiecior may require.

(e An insurer that is transferring
its domicile to this state shall file its revised
polic/ forms for approval under AS 21.42.

A domestic insurer that is
transferring its domicile to another state is not
required to file policy forms at the time of
transfer if the forms have already been
approved under AS 21.42.

Sec. 21.69.648. VOLUNTARY
SURRENDER OF CERTIFICATE OF
AUTHORITY. To voluntarily surrender the
certificate of authority of a domestic insurer, a
request shall be made to the director to
extln%msh the certificate of authority six
months before the planned effective date of the
extinguishment of the charter. Before the
request is granted, the director shall conduct an
examination under AS 21.06.120. The
examination shall be completed within 12
months before the effective date of an
extinguishment and all issues contained in the
examination report must be resolved to the
satisfaction of tne director. Insurance business
of the domestic insurer shall be cancelled or
reinsured as required under AS 21.69.610 or
21.69.620.
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Comments

Subsection (d) says that if the transfer s by
merger or consolidation it must meet the
statute requirements for mergers in Chapter
69. Certificate of authority, producer
appointments, rates and other items allowed by
tne director snail continue in effect.
Outstanding policies of the insurer shall be
endorsed with the new name and location of
the insurer and any other information required
by the director.

Subsection (e) requires the insurer transferring
to this state to file revised policy forms for
approval.

Subsection (f) says that an Alaska domestic
transferring to another state does not have to
file new forms if the forms have already been
approved in this state.

The addition of this section is to provide
guidance when an Alaska domestic insurer
wishes to voluntarily surrender its certificate of
authority and discontinue operations as an
insurer. The insurer must make a request to
extln%msh the certificate of authority six
months prior to the planned effective date of
extinguishment of the charter. The director
must conduct an examination within 12 months
of the effective date of the extinguishment and
all issues noted in that report must be resolved.
Any business of the insurer must be cancelled
or reinsured.
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*Sec. 79. AS 21.72 is amended by adding a
new section to read:

Sec. 21.72.125. QUARTERLY
STATEMENTS. The director may require a
benevolent association to file quarterly financial
statements as provided in AS 21.09.205. The
statements must exhibit the items and facts
required under AS 21.72.120(a).

* Sec. 80 AS 21.75 is amended by adding a new
section to read:

Sec. 21.75.135. QUARTERLY
STATEMENTS, (a) The director may require a
reciprocal insurer’s attorney-in-fact to file a
quarterI\é financial statement as provided in AS
21.09.205.

(b) A statement required under (a)
of this section shall be supplemented by
information that may be required by the
director relative to tne affairs and transactions
of the attomey-in-fact that relate to the
reciprocal insurer.

*Sec. 81. AS 21.75.170(e) is amended to read:

(e) Special meetings of the
committee may be called by the attorney-in-
fact, the chair of the committee, three members
of the committee, or a signed petition of at least
one percent of the subscribers or three
individual subscribers, whichever is greater, as
of the most recent annual report of tne
reciprocal insurer.
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Comments

The amendment of a new section allows that a
benevolent association may be required by the
director to submit a quarterly financial
statement which must include the information
required for the annual financial statement.

The amendment of a new section allows that a
reciprocal insurer may be required to submit a
quarterly financial statement and the director
may require supplemental information on the

transactions of the reciprocal insurer.

The amendment to this subsection adds that a
special meeting of the subscribers committee
may be called by no less than three individual
subscribers. The current language of one
ercent of the subscribers can be burdensome
or very small reciprocals.
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*Sec. 82. AS 21.75.170 is amended by adding a
new subsection to read:

(g) Notwithstanding (a) of this
section, d domestic reciprocal insurer
transacting all of its insurance activities on a
subject resident, located, and to be performed in
this state may, with the prior written approval
of the director, have a subscriber's advisory
committee that consists of not less than five
individuals who are elected by the subscribers,
and who otherwise meet the requirements of (a)
of this section.

* Sec, 83. AS 21.79.900(6) is amended to read:

(6) "member insurer” means
an insurer licensed to transact insurance in the
state that issues a policy described in AS
21.79.020(a) and (bgj, or a subscriber contract
providing benefits described in AS
21.87.12 éaXZ) - (4) or 21.87.130(aX2) and (3),
and includes an insurer whose license or
certificate of authoriti in this state may have
been suspended, revoked, not renewed, or
voluntarily withdrawn; "member insurer” does
not include

A) a health
maintenance organization licensed
under AS 21.86;

) ) B) a fraternal
benefit society licensed under AS 21.84;

© a mandatory
state pooling plan;
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(6) "member insurer" means an
insurer licensed to transact insurance in the
state that issues a policy described in AS
21.79.020(a) and (b?, or a subscriber contract
providing benefits described in AS
21.87.120(a)(2) - (4) or 21.87.130(a)(2) and (3),
and includes an insurer whose license or
certificate of authority in this state may have
been suspended, revoked, not renewed, or
voluntarily withdrawn; "member insurer™ does
not include

] (A) a health
maintenance organization;

) (B) a fraternal benefit
society;

(C) a mandatory state
pooling plan;
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Comments

This new subsection allows a domestic
reciprocal insurer to have a subscribers
committee of not less than five persons with
prior written approval of the director. This
change is to remove the burden of having a
nine member subscribers committee when the
reciprocal is very small.

Amendment to this subsection is primarily
editorial in nature and clarifies tne definition of
"member insurer” in the Alaska Life and

Disability Insurance Guaranty Association Act.
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(D) a mutual
assessment company or an entity that
operates on an assessment basis;

(E) an insurance
exchange licensed under AS 21.75; or

(P a nonprofit
hospital or medical service organization
licensed under AS 21.87;

*Sec. 84. AS 21.80.020 is amended by
adding a new subsection to read:

) (b) This chapter shall not apply to a
risk retention group formed under

15 ;J.S.C. 3901 - 3906, (Liability Risk Retention
Act).

* Sec. 85. AS 21.84.340 is amended to add a
new subsection to read:

() The director may require a
society to file quarterly financial statements. If
quarterly financial statements are required, the
statements must follow for a given quarter the
reporting sgecified in the quarterly financial
statement blank form and instructions most
recently approved by the National Association
of Insurance Commissioners.

*Sec. 86. AS 21.86.080 is amended to add
new subsections to read:
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(D) a mutual assessment
company or an entity that operates on
an assessment basis;

(E) an insurance
exchange; or

. ~ (F) a hospital or medical
service organization;
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Comments

.Amendment to this section is primarily
editorial in nature and clarifies that risk
retention groups are not covered by the Alaska
Insurance Guaranty Association Act consistent
with the Liability Risk Retention Act.

The amendment of a new section allows that a
fraternal benefit society may be required by the
director to submit a quarterly financial
statement.

The amendment ofa new section allows that a
health maintenance organization may be
required by the director to submit a quarterly
financial statement
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(b) The director may require a health
maintenance organization to file quarterly
financial statements. If quarterly financial
statements are required, the statements must
follow for a given quarter the reporting
specified in the quarterly financial statement
blank form and instructions most recently
approved by the National Association of
Insurance Commissioners.

(©) Pilings under this section are
subject to AS 21.09.200 and 21.09.205.

* Sec. 87. AS 21.89.030 is amended to read:

Sec. 21.89.030. PAYMENT. An
insurance company doing business in tliis state
may not pay a judgment or settlement of a
claim in this state for a loss incurred in this
state with an instrument other than a
negotiable bank check payable on demand and
bearing even date with the date of writing or
by electronic funds transfer.

* Sec. 88. AS 21.89 is amended by adding a
new section to read:

Sec. 21.89.070. ELECTRONIC DATA
TRANSFER. The director may adopt

regulations to facilitate electronic data transfer.

Electronic data transferred under regulations
may, at the discretion of the director, be in
place of any other method of filing or
c_olmmunication otherwise required under this
title.

*Sec. 89. AS 21.89 is amended by adding a
new section to read:
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'Fhristing Statutes

SECTION 21.89.030. PAYMENT’. An insurance
company doing business in this state may not
pay a judgment or settlement of a claim 1n this
state for a loss incurred in this state with an
instrument other than a negotiable bank check
payable on demand and bearing even date with
the date of writing.
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Comments

The amendment to this section allows insurers
to pay claims using electronic funds transfer.

Amendment adds two new sections to this
chapter. The sections provide (1) authority to
specify requirements to facilitate electronic

ata transfer and (2) give the director authority
to require risk retention groups and Burchasing
groups to register before transacting business
in Alaska as consistent with the Liability Risk
Retention Act.Detail description of the new
section on requirements for risk retention
groups and purchasing groups are as follows.
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Sec. 21.89.080. RISK RETENTION
GROUPS AND PURCHASING GROUPS, (a) A
risk retention group or a purchasing group
formed under and in compliance with
15 U.S.C. 3901 - 3906 (Liability Risk Retention
Act) shall register with the director and shall at
all times transact business in compliance with
federal law and the laws of this state.

(b) A risk retention group or a
purchasing group shall apply for initial
registration on forms prescribed b%/ the director.
Payment of a registration fee established under
AS 21.06.250 shall be submitted with the
application.

© Arisk retention group ora
purchasing group may continue its registration
if it is in compliance with federal law and the
laws of this state. Payment of an annual
continuation fee established under AS
21.06.250 shall be submitted with the
continuation application.

(d) A risk retention group holding
a valid certificate of authority as a domestic
insurer or a purchasing group duly licensed
under AS 21.27 as a resident license i3 not
required to be additionally registered under this
section.

(e) A risk retention group or
purchasing group that is not in compliance with
15 U.S.C. 3901 - 3906 (Liability Risk Retention
Act) is not eligible for registration or annual
continuation of its registration.

éf) Failure to comply with _
15 U.S.C. 3901 - 3906 (Liability Risk Retention

Act) is a violation of this title.

ég% In addition to an%/ other penalty
provided by law, a person that the director
determines under AS 21.06.170 - 21.06.240 has
violated a provision of this title relative to a
risk retention group or a purchasing group is
subject to
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Existing Statutes

93

Comments



Proposed Legislation

61) a civil penalty of not
more than $10,000 for each violation or, if the
director determines that the person willfully
violated a provision of this title, a civil penalty
ofgot more than $25,000 for each violation ;
an

) (2)  denial, noncontinuation,
or revocation of a registration.

(h) The director may adopt
regulations on the operation and reporting
requirements of a risk retention group that are
not in conflict with 15 U.S.C. 3901 - 3906
(Liability Risk Retention Act).

*dSec. 89. AS 21.90.900(26) is amended to
read:

(26)  "managing general
agent" means a person, firm, or corporation
that

(A) has authority to
exercise general supervision over the
business, or any part of the business, of
one or more admitted insurers; and

gB) performs
administrative functions normally
performed by the insurer including
claims administration and payment,
marketing administration, agent
appointment, premium accounting,
Premium billing, coverage verification,
inal underwriting authority, or [AND]
certificate issuance;

*Sec. 90. AS 21.27.650(fK3) and AS 21.36.420
are repealed.
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Phristing Statutes

(26) "managing general agent"

means a person, firm, or corporation that

gB) performs
administrative functions normally
performed by the insurer including
claims administration and payment,
marketing administration, agent
appointment, premium accounting,
premium billing, coverage verification,
final underwriting authority, and
certificate issuarce;
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Comments

Amendment is primarily editorial in nature and
clarifies definition of "managing general agent"
as requested by the NAIC accrt htation team.

This section repeals two parts of current
statute. AS 21.27.650(f)(3) contradicts AS
21.27.100(a) which does not allow a third-party
administrator to appoint subagents and is
repealed. The language in AS 21.36.420 is
included in AS 21.36.305 in Section 50, page 40
of this legislation. This move to a new section
is made to clarify some of the limitations
existing in statute, and to locate the section in
a more logical place.
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* Sec. 91. AS 21.57.110 and AS 21.57.170 are
repealed.

* Sec. 92. AS 21.09.300(c), enacted in sec. 13 of
this act take effect of amending Alaska Rule of
Civil Procedure 45, by providing that certain
insurer reports of material transactions are not
subject to subpoena.

* Sec. 93. TRANSITION. This Act applies to a
policy of insurance that is entered into or
renewed on or after the effective date of the
relevant provision of this Act.

* Sec. 94. Sections 14 and 15 of the Act take
effect only if legislation is passed by the
Eighteenth Alaska State Legislature and
becomes law that establishes risk-based capital
requirements for insurers.

* Sec. 95. Ifsecs. 14 and 15 of this Act take
effect, they take effect on the effective date of
the legislation described ir. sec. 94 of the Act.

* Sec. 96. Sections 63 - 77 and 91 of this Act
take effect on October 1, 1994.

* Sec. 97. Except as provided in Sec. 95 and 96
of the Act, this Act taxes effect July 1, 1994.
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Existing Statutes

100

Comments

This section repeals two sections of current
statute regarding consumer credit insurance.
AS 21.57.110 duplicates sections in AS 21.36
and is unnecessary. AS 21.57.170 is not
appropriate in our law, and is removed.

This section notes that the new subsection in
AS 21.09.300(c) affects Alaska Rule of Civil
Procedure 45 by not allowing reports of
material transactions to be given when under
subpoena.

This section provides that the Act applies to
insurance policies entered into or renewed on or
after the Act’s effective date.

This specifies that sections 14 and 15 will
become effective upon adoption of legislation
dealing with risk-based capital. Until risk-
based capital legislation is adopted,

AﬁS ZBL.I(I)9.310 will be as shown in section 13 of
this bill.

This specifies that sections 14 and 15 will take
effect when statute regarding risk based capital
requirements for insurers takes effect.

This specifies that the effective date for the
changes to AS 21.57 dealing with Consumer
Credit Insurance will be October 1, 1994.

This specifies that all other sections of this
legislation, other than effective dates specified
above in Sections 95 and 96, will be effective on
July 1, 1994.
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,orovide for v.olrmtary sur[]ender of an Alaska certificate of authority by an
nsurer domiciled in“another state;

authority to refund or grant credits for overpayment of premium tax by an
Rsurer Q8 1o error orqmsmterpretanon; ey P y

require disclosure by an insurer of material transactions of pyrchase or
d|qu85a| o? assets or reinsurance JNAIC modeﬂaw an accrgananon

standard);

rovide requiremeﬂts for Iicensin% of U.S. branches of alie gnon—,U.S.)
Ensurers to allow%ese |ﬂsure¥]st use Alaska as a base of operations for
usiness written throughout the United States ENAIC mode! law);

rovide au horitl)é /%) rectu're continuing education for licensed insurance
roducers (agents/orokers);

require that fiduciary accounts holding insurance premiums received b
regldent Insurance p}/oaucers Eagents/grokers) be Igcated In Alaska; J

Provide that a single fiduciary bond can cover multiple producer office
ocations;

allow the director to file civil i\ctions for damages c?used té)a.viola jons of

statute, Zl\/lanagm? General Agents, Reinsurance Intermediary ré) ers,
and ReinSurance Intermediary Managers (amendment to NAIC model faw);

add incor ora}ed insurers to the defin{tio of gro&? of umn j.corporated
Insurers 1o reflect recent changes at Lioyd’s ot London;

clarify when rate changes may be made to outstanding policies;

rovide that false statements made in regards to a claim may result in
Brosecunon under Alaska Paw; J y

BILLANAL.FRM
JB/dgl322bn.jb
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Iow the director to specify the format and content of rate and policy form
‘mgs tot?] (§IVISIOnp fy policy

clarify health insurance coverage of newborn and adoptive children;

%W)\(ide for updated regulation of consumer credit insurance (NAIC model

grovl]de for redomesticatjon of insurers domiciled in Alaska and movmg to
notner state or requesting to move their domicile from anotner state

Alaska

prowde for voluntary surrender of an Alaska certificate of authority by a
domestic insurer;

rovlde the authg rity o requ estqu rterl financial statements from all
nt|t|es regulated b ;yt ISIOHO Insu ance

allow insurers to pay claims by electronic funds transfer;

row?e authority to the director to specify requirements for electronic data
ranster; and

otherwise make corrections and clarify statute provisions.
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INSURANT LEGISLATION of 1994

AN ACT RELATING TO THE LICENSING, ACCREDITATION, EXAMINATION,
REGULATION, AND SOLVENCY OF PERSONS ENGAGED IN THE INSURANCE
BUSINESS, INCLUDING INSURERS, NONADMITTED INSURERS, PURCHASING
GROUPS, RISK RETENTION GROUPS, AND UNITED STATES BRANCHES OF NON-
U.S. INSURERS; RELATING TO THE MANAGEMENT OF AND FILING OF
REPORTS BY PERSONS LICENSED OR OTHERWISE DOING BUSINESS UNDER THE
INSURANCE CODE; AND PROVIDING FOR AN EFFECTIVE DATE.

Sectional Analysis by th®
Department of Commerce and Economic Development,
Division of Insurance

SMALL LOANS ACT, CONSUMER CREDIT INSURANCE

Sections 1 and 2 are amendments to coincide with the changes 1in
consumer credit insurance in Sections 63 through 77.

Section |I. AS 06..20.260(a)- Small Loans Act, Charges
Prohibited, page 1.

Amends this section to use the term "consumer credit
insurance”™ as defined in AS 21.57.160 (Sec. 77 of this bill).

Section 2. AS 06.20.287(a). Small Loans Act. Charges
Prohibited, pace 1.

Amends this section to use the term "consumer credit
insurance". The term is defined in AS 21.57.160 (Sec. 77 of this

bill)

DIRECTOR 07 INSURAMCS

Sections 3 through 12 include regulation of risk retention

groups, authority to respond to a catastrophe, procedure on
examination reports, procedures on applying for and not
continuing a certificate of authority of an insurer, financial
statements, and procedures on premium tax refunds and credit.
Many of these changes are suggestions from the NAIC Accreditation
Team visit in October 1992, Others are to provide authority and
procedures in areaa where none existed before.

Section 3. AS 21.03.010. Scops of Code, page 2.

Amends this section to explicitly extend the Scope of Code
to include risk retention groups and purchasing groups as
requested by the NAIC accreditation teanm.
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Section 4. AS 21.06.080 (e). General Powers. Duties.,., page 2.

This new subsection adds to the director®"s general powers
and duties the ability to respond to a catastrophe.

Section 5. AS 21.06.150(a). Examination Reports, page 3.

The amendment to this subsection allows the director to
close a hearing on an examination if the director finds that the
closure 1is necessary to protect someone from unwarranted injury
or is in the public interest.

Section 6. AS 21.09.110. Application for Certificate, of
Authority, pace 3.

The amendment to this section removes the requirement that
insurers applying for their Certificate of Authority (COA) submit
specimen copies of their policy forms and rates with their COA
application, and instead specifies that these policy forms and
rates should be submitted under new sections AS 21.39.040() or
21.42.120(9) .

Section 7. _AS 21.09.110(h). Application for Carti.fic«fcfl_o_T.
Authority, page 4.

The addition of a new subsection requires that policy form
and rate filings by submitted for approval under th® appropriate
statutes 1in Chapter 39 and 42 and that the filings may not be
submitted with the application for certificate of authority.

Section 8. AS 21.09.130(h). Continuance. Termination,
Reinstatement, and Amendment of Certificate, pace 5.

The amendment to this subsection provides for a suspension
of the certificate of authority instead of cancellation if the
insurer fails to file the forms or pay the fee to continue the
certificate of authority. This change 1is to prevent insurers
from ending regulation by Alaska Division of Insurance when
issues regarding insurance operations may still be outstanding.
It provides a one year suspension period.

Section 9. AS 21,09.135. Voluntary Surrender of Certificate of
Authority, page 5.

This is a new section which provides a process for an
insurer to voluntarily surrender their certificate of authority
from Alaska. To surrender the 1insurer must be in compliance with
Alaska

Section 10. AS 21.09.200(F). Annual Statement, pace 6.

The amendment to this subsection requires the filing of

2
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annual financial statements with the National Association of
Insurance Commissioners (NAIC) by all licensed insurers instead
of just domestic 1insurers. Also provides that the filings must
be on electronic media acceptable to the NAIC.

Section 11. AS 21.09.205(d). Quarterly Financial Statements,
pace 6..

This is a new subsection which requires that a licensed
insurer file quarterly financial statements with the National
Association of Insurance Commissioners (NAIC), on acceptable
electronic media, and pay the applicable filing fee. Failure to
comply will result in penalties.

Section 12. AS 21.09.210. Premium Tax, oaae 6.

The following new subsections discuss the procedures for
obtaining d refund or credit for overpayment of premium taxes by
an insurer.

Subsection (j) allows for the payment of a premium tax
refund when an 1insurer discovers that it has made an
overpayment due to an error in calculation, mistake of fact,
or misinterpretation of law. It (1) limits the time 1in
which the refund must be discovered to three years; (2) seta
the minimum amount of a refund which can be requested at
$250; and (3) gives the director discretion in payment of a
monetary refund or a premium tax credit.

Subsection (k) was written to avoid trafficking of the
premium tax credit. It prohibits the transfer or carryover
of the credit in reinsurance transactions or receiverships.

Subsection (1) defines a premium tax credit.

RISK RETENTION GROUPS, MATERIAL TRANSACTIONS, AND U S. BRANCHES
07 ALIEN INSURERS

Sections 13 through 15 add regulatory authority for three
different areas of insurance regulation.

(1) AS 21.09.290 allows a risk retention group to be formed
as a domestic insurer in Alaska consistent with the NAIC Model
Risk Retention Act.

(2) AS 21.09.300 1is being added to statute to require the
filing of information on material asset transactions and material
changes in ceded reinsurance transactions. Ceded reinsurance 1is
the transfer of risk from an insurer to another 1insurer by
contract, usually resulting in the sharing of claim liability,
marketing expenses, etc. Ceded reinsurance contracts are
negotiated and can take many forms depending on the need for the

3
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reinsurance. A material change in a ceded reinsurrnca agreement
may have significant financial effects for an 1insurance company.
The basis for this section is the NAIC Disclosure of Material

Transactions Model Act which must be adopted to maintain
accreditation.

€) AS 21.09,310 provides authority and procedures for an
insurer organized in a country outside of the United States to
establish a U.S. branch in Alaska for operating throughout the
United States. This new section establishes Alaska as a state of
entry for alien insurers who seek to transact 1insurance in the
United States through a U.S. branch by adopting the NAIC State of

Entry Model Law.

Section 13. AS 21.09.290. Risk Retention Group_3 «_ pagfi 7,.,.

Subsection (a) sets out the requirements for being

licensed as a risk retention group in this state.

Subsection (b) lists the items that must be submitted

with an application for certificate of authority.

Subsection (c) requires the risk retention group to
notify 30 days in advance any material change to its plan of
operation and must receive the director®s written approval

of the change.

Subsection (d) provides definitions of terms used

this section.
AS 21.09.300. Disclosure of Material Transactions,

Subsection (a) requires disclosure of material

in

page 8.

acquisition or disposition of assets or material nonrenewal,
cancellation, or revision of ceded reinsurance agreements
unless the transactions have been submitted pursuant to

other provisions of the statute.

Subsection (b) requires the report be filed 15 days
after the end of the calendar month in which the transaction

occurs.

Subsection (c) requires that a copy of the report also

be filed with the National Association of Insurance

Commissioners (NAIC). The subsection requires that the
report be given confidential treatment by the division, the
NAIC, or any other person, except sharing with insurance
departments of other states, unless the 1insurer gives prior

written consent or unless the director determines it

is 1iIn

the interest of policyholders, shareholders, or the public
to publish the report and gives the insurer notice and an

opportunity to be heard.
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Subsection (d) gives the requirements

fcrrreporting

transactions of material acquisition or disposition of

assets.

Paragraph (d)(1) requires that only material

transactions be reported and defines

material.

Paragraph (d)(2) requires that asset acquisition
and dispositions be reported other than the development

of real property for the insurer or
material for such development.

acquisition of

Paragraph (d)(@3) lists the information required 1in
the disclosure notice to the division: date, manner of
acquisition or disposition, description of asset,
consideration given or received, purpose, manner of

determining amount of consideration,

gain or loss

recognized or realized, names of persons involved.

Subsection (e) gives the requirements

for reporting

transactions of material nonrenewal, cancellation or

revision of a ceded reinsurance agreement.

Paragraph (e) (@) requires that
transactions be reported and defines

Paragraph (e) (2) requires that
made regardless of who initiates the
in certain circumstances.

only material
material.

the filing must be
transaction

Paragraph (e¢) (@3) lists the information required
in the disclosure notice to the division: effective

date, description of the transaction,

initiator of the

transaction, purpose or reason, if applicable, the
identity of the replacement reinsurer.

Subsection (f) requires that thO report be made on a

non-consolidated basis unless the insurer

is part of a

consolidated group which pools substantially all of its

insurance losses. The subsection defines
all".

"substantially

AS 21.09.310. Authorization of United States Branches of

Alien Insurers, page 11.

Subsection (a) states what companies
section applies and requires that the U.S.

to which this
branch will be

subject to all laws applicable to an Alaska domiciled

insurance company.
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Subsection (b) sets out the requirements for applying
to use this state as a state of entry

Subsection (d) allows the director to require evidence
from the board of directors that the insurer will not
violate Alaska law or its charter.

Subsection (e) allows the director to renew a
certificate of authority for a U.S. branch if the U.S.
branch meets the requirements for renewal.

Subsection (f) lists the conditions of the U.S. branch
which 1f they existed would prohibit the director fronm
issuing or renewing a certificate of authority.

Subsection (g) prohibits the U.S. branch insurer from
transacting business outside of Alaska that 1is not permitted
in Alaska unless such restriction would be prejudicial to
the best interest of the Alaska public.

Subsection (h) requires the U.S. branch to maintain
assets 1ir. a trust account 1in an amount no leas than the U.S.
branches reserves and other liabilities and minimum basic
capital and surplus.

Subsection (i) lists the requirements for the written
trust agreement which must exist for the U.S. branch to
conduct business 1in the United States.

Subsection (j) states that the trust agreement shall be
in the form required by the director and not be effective
until approved by the director.

Subsection (k) states that the director may approve
written modifications of the written trust agreement.

Subsection (1) allows the director to conduct
examinations of trusteed assets and may require the trustee
to file statements as to the trust fund.

Subsection (m) allows the director to withdraw approval
of the trust agreement, effective in 10 days, 1if the
requirements for the agreement do not now exist.

Subsection (n) allows that refusal or neglect of the
statute requirements 1is cause for suspension or revocation
of the certificate of authority.

Subsection (0) requires that annual and quarterly
financial statements relate only to transactions within the
United States and states who must sign the statement.
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Subsection (p) requires that a statement of trusteed
surplus be filed with the annual and quarterly financial
statement and gives the requirements for that statement.

Subsection (q) allows the director to require
additional information on the business of the alien insurer
or its U.S. branch.

Subsection (r) requires that a report of examination of
the U.S. branch include a trusteed surplus statement.

Subsection (s) adds definitions of the terms
"trusteed assets"™ and "United States branch".

Section 14. AS 21.09.310(c). Alien Insurer., page 17.

The repeal and reenactment of this subsection included 1in
Section 13 is to add that a trust account must be 1in an amount
not less than minimum capital and surplus nor less than the risk
based capital number. This section would become effective when
risk r«sed capital legislation 1is adopted.

Section 15. AS 21.09.310(hi. Alien insurer, page 18.

The repeal and reenactment of this subsection included in Section
13 is to add that the trusteed assets maintained may not be less
than minimum capital and surplus or less than the risk based
capital number. This section would become effective when risk
based capital legislation 1is adopted.

FINANCIAL RSQUXWQFfFINTS AND FILINGS Off TNSURKRS

Sections 16 through 28 include corrections to requirements for
recognizing reinsurance credits in financial statements, wupdating
of sections on unearned premium and loss reserves, clarification
of investment limitations, correction of language regarding
tender offers and authority to hire experts, and clarification of
information required in the holding company registration
statement.

Section 16. AS 21.12.020(a)- Reinsurance Credits, page 18.

The amendments to this subsection are to make corrections
for errors made when this section was most recently adopted 1in
1992. The amendments require that for a US branch of a non-US
reinsurer to become accredited they must be licensed in at least
one state that 1is accredited by the National Association of
Insurance Commissioners (NAIC). Accreditation 1is a program of
the NAIC which reviews state insurance divisions to determine if
they meet a set cf standards considered to be the minimunm
necessary for effective regulation, Other amendments recognize
the addition of incorporated members to group insurers (such as

[
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Lloyd®"s of London) and require that the incorporated member not
be engaged 1in any other business other than underwriting as a

member of the group.

Section 17. AS 21.19.060(b). Unearned Premium Reserve For
Property. Casualty, and Surety Insurance, page 2.2"

The amendment to this section removes the outdated method

for determining unearned premium on property/casualty policies
and requires a prorata determination of unearned premium at any

point 1in time. Premium for property/casualty policies 1is
required to be earned in the accounting records over the term of
the insurance policy. This change was suggested by the NAIC

accreditation team during review of Alaska 1insurance statute.

Section 18. AS 21.18.060(c). Unearned Premium Reserve For
Property, Casualty, and Surety Insurance, page 23.

The amendment to this section clarifies that insurers must
compute all reserves on a basis at least as frequent as monthly.

Section 19. AS 21.18.090. Lo9S Reserves for Liability Insurance
and Workers®™ Compensation, page 23.

The amendment cc this section removes the outdated method
for determining loss reserves on liability and workers
compensation policies and allows accounting recognition of

determined and estimated losses. This change was suggested by
the NAIC accreditation team during review of Alaska insurance
statute.

Section 20. AS 21.21.250(a). Other Investments, pace 24.

The amendment to thi.s section is to clarify the meaning of

this investment limitation called the "basket clause". This
clause allows insurers to invest a 3mall amount 1in investments
phat are not prohibited by law. No substantive change 1is made.

Section 21. AS 21.21.370(a)- Noninvestment Grade Obligations,
page 25.

The amendment to this section is a change to clarify the
meaning and application of the investment limitations on medium
and lower grade bonds.

Section 22. AS 21...22.010(g)- Filing. Statement of Tender Offer,
page 25...

The amendment to this subsection is a clarification of the
exemption from filing a Form A statement of notification of
acquisition of a domestic insurer with the division.

8
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Section 23, AS 21.22.030(a)-Approval of Tender Offer; Hearing,
cage 25.

The amendment to this subsection adds to the list of
conditions which, 1if present, allows the director to disapprove
he merger of acquisition of control of an insurer. The
ndition added is if the acquisition is likely to be hazardous

or prejudicial to the public.

Section 24. AS 21.22.030(d). Approval of Tender Offer; Rearing,
page 26.

The amendment to this section is to add a new subsection to
allow* the director to hire exports to assist the director 1in
reviewing a proposed acquisition of control of an insurer at the
acquiring person®s expense.

Section 25. AS 21.22.060(b). Registration of Insurers; Contents
of Registration Statement, page 26.

The amendment to this subsection clarifies th® information
which must be supplied in a Form B (Holding Company) registration

report. After the change all management and service contracts,
cost sharing arrangements, and reinsurance agreements must bo
reported.

Section 26. AS 21.22.060(c). Registration of Insurers; Contents

of Registration Statement, page 27.

The amendment to ihis subsection is to remove unnecessary
language which 1is currently in effect in subsection (k) regarding
the ability to require the filing of a registration statement by
a licensed insurer.

Section 27. AS 21.22.060(d). Registration of Insurers; Contents
of Registration Statement, page 27.

The amendment to this subsection is to clarify the
definition of when an amount is considered not material and need
not be disclosed on the holding company registration statement.

Section 28. AS 21.22.060(k). Registration of Insurers; Contents
of Registration Statement, page 28.

The amendment to this subsection is to correct the

subsection reference and clarify the director®s authority to
require filing by authorized insurers.

PRODUCER LICENSING
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sections 29 through 43 include clarification of licensing
requirements, provide authority to require continuing education,
require that fiduciary accounts for premium held by resident
producers be in Alaska, allows a single bond to cover multiple
locations, and updates language from NAIC model act on Managing
General Agents and Reinsurance Intermediaries to allow the
director to file civil action for damages,

Section 27. AS 21.27.010(a). License Required, page 28.

Amendment to this section 1is primarily editorial in nature
and clarifies exceptions to general producer licensing
requirements under AS 21.27.

Section 30. AS 21.27.020. Refusal to Issue License, page 28.

Amendments to this section provide for regulations to
establish additional educational requirements for licensees to>
implement continuing education and to contract out some licensing

services for increased efficiency.
Section 31. AS 21.27.025(a). Notice of Changes, pace 29.

Amendments to this subsection require a licensee to report
to the division a change of name or any disciplinary action taken
by another jurisdiction.

Section 32. AS 21.27.060(d).- Examination of Applicants, page
UL.

Amendment to this subsection would allow the director, at
ihw diieclLoi"adiscretion, to reestablish testing for ees?feain
limited licensees.

Section 33. AS 21.27.100(e). Appointment of Agents or General
Agents, pace 29.

M»*H11#n --f Ffhifl dmt niihrtftr.tirtn in primarily aaitojriul in
nature and clarifies that an appointment of a firm licensee
extends to persons licensed as an individual in the firm.

Section 34. AS 21.27.130. Form and Content of Licenses, page

Amendment to this section 1is primarily editorial 1in nature
and <clarifies thetype of licensee address to be show on a
license.

Section 35. AS 21.27.360(b),,. Fiduciary accounts, page 30.

Amendment to this subsection requires a resident licensee to
maintain its fiduciary accounts 1in Alaska.

10



SENT BYIXerox Telacopier 7021 : 3-25-94  4:26PM | 9073491200-* 9074653422:#12

Section 36. AS 21.27.380(a)- License Renewal, page ..30.

Amendment to this subsection 1is primarily editorial in
nature and clarifies that all license renewal documents must be
received by the director on or before the renewal date.

Section 37. AS 21.27 .420 (c). Conditioning a license, page 36.

Adda a new subsection that provides additional licensing
flexibility by allowing a license to be issued or renewed with

conditions.
Section 38. AS 21.27.530. Producer Qualifications/ page 31.

Amendment to this paragraph 1is primarily editorial in nature
and clarifies that a single bond may cover multiple locations for
a single .licensee.

Section 39. AS 21.27.570(a)(3)(B). Controlling Insurance
Producers, page 31.

Amendment to this paragraph 1is primarily editorial 1in nature
and clarifies by adding punctuation suggested by the NAIC
accreditation team.

Section 40. AS 21.27.620(1). Managing General Agents, page 32.

Amendment to this subsection adds language from updated NAIC
Managing General Agents Act to allow the director to bring a
civil action to recover damages from an MGA.

Section 41. AS 21.27.690(hb). Reinsurance Intermediary Brokers,
cage 32.

Amendment to this subsection provides that the exemption
from licensure for non-resident reinsurance intermediary brokers
who are licensed in an accredited resident jurisdiction is
extended to authorized insurers.

Section 42. AS 21.27.690(e). Reinsurance Intermediary Brokers,
page 33.

Amendment to this subsection adds language from updated NAIC
Reinsurance Intermediary Model Act to allow the director to bring
a civil action to recover damages from reinsurance intermediary
brokers,

section 43. AS 21.27.760(i1). Reinsurance Intermediary Managers,
RAPLO. 33,.

Amendment to this subsection adds language from updated NAIC
Reinsurance Intermediary Model Act to allow the director to bring
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a civil action to recover damages from reinsurance intermediary
managers.

SURPLUS LINES INSURERS

Sections 44 to 47 add to the definition of Lloyd"s the inclusion
of incorporated underwriters, add an alternative method to meet
the requirement of notification to the insured, and correct the
time period for filing fees.

Section 44. AS 21.34.040(c)(4), Incorporated Underwriters, page
2L.

The amendment to this paragraph is to include 1incorporated
underwriters as members of a group of insurers such as Lloyd"s.
Lloyd®"s recently allowed incorporated members to join the
unincorporated members. The incorporated members may not be
engaged in any business other than underwriting.

Section 45. AS 21.34.080(c). Evidence of Insurance. Affidavits,
Duty to Fixe, page 34.

The amendment to this subsection clearly establishes who
must execute the affidavit that notice was given to the 1insured
and when that notice must be given.

Section id. AS 21.34.110. Surplus Lines Broker®s Duty to Notify
Insured, page 35.

This amendment to this section provides the surplus lines
broker with an alternative method to discharge his duty to notify
the insured that the company is a nonadmitted insurer not covered
by the Alaska Insurance Guarantee Association Act.

Section 47. AS 21.34.190(a). Filing Fee, pace 35.

The amendment to this subsection provides that the
calculation® for determining the filing fee should be based on
the calendar year rather than quarterly.

TRADE PRACTICES

Sections 48 to 58 1include correction of license types, correction
of responsibilities of insurance producers, clarification when
rate changes may be made, reorder of one section of the chapter,
clarification application of the section, and provides that false
statements made 1in regard to claims may result in prosecution
under Alaska law.

Seiclon 48. AS 21.36.120(d). Rebates, pace 35.

12
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Amendment to this subsection is primarily editorial 1in
nature and updates this section of the Trade Practices and Frauds
chapter to correctly reflect current license types.

Section 49. AS 21.36.195. Prohibited Acts, page 36.

Amendment to this section 1is primarily editorial in nature
and updates this section of the Trade Practices and Frauds
chapter to correctly reflect responsibilities of insurance
producers under AS 21.34.

Section 50. AS 21.36.235(a). Notice of Premium or Coverage.
Chances upon Renewal, page 36.

This is a change 1in the statute cite to accommodate the
moving of AS 21.36.420 to VvS 21.36.305.

Section 51. AS 21.36.290(Ca). Policy Period, pace 36,

This amendment recognizes that the addition of subsection
(b) in Section 32 is an exception to this subsection (a).

Section b52. AS 21.36.290(b). Policy Period# page 36.

The amendment to this section clarifies that rate changes
may be applied at the renewal date for personal auto policies
which are written for a term of at least six months. Policies
written for a period of less than six months are treated as six
month policies.

Section 53. AS 21.36.305. Premium Increases on Personal
Automobile Insurance Policies, pace 36,

The addition to Chapter 36 of a new section is to move
language from the existing AS 21.36.420 which is being deleted.
This move 1is made to clarify some of the limitations existing in
statute, and to locate the section in a more logical place.

There are additions to this section to clarify that a surcharge
may be applied on an auto policy where the insured has pleaded no
contest to a moving violation, and to specify that anysurcharge
or premium 1increase may not be applied until the renewal date of
the policy. The definitions section is not moved because the
move to section AS 21.36.305 allowed the application of the
definition of "personal automobile insurance” currently in AS
21.36.310.

Section 54. AS 21.36.360(11. Criminal 1insurance Acta, pace 37.
Amendment to this subsection is primarily editorial in

nature and clarifies application of this subsection to all
persons including risk retention groups and purchasing groups.

13
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Section b55. AS 21.36.360H) . Criminal Insurance Acta, page 38.

Amendment to this subsection is primarily editorial 1in
nature and clarifies application of this subsection to current
license types and risk retention groups and purchasing groups.

Section 56. AS 21. 36 .360 (k) - Criminal Insurance Acts, p.a.ge 39.

Amendment to this subsection is primarily editorial 1in
nature and updates this subsection of the Trade Practices and
Frauds chapter to correctly reflect current license types and
risk retention groups and purchasing groups.

Section 57. AS 21.36.360 (n). Criminal Insurance Acts, pace 39.

Amendment to this subsection 1is primarily editorial 1in
nature and correctly reflects current license types.

Section 58. AS 21.36.380. Notice on claim form». pace 40.

Amendment to this section is primarily editorial in nature
and clarifies that false statements made 1in regard to claims may
result in prosecution under Alaska law.

RATS AND POLICY PILINGS

Sections 59 to 62 provide that insurers who have applied for
certificate of authority may file rates and policy forma,

provides that the director may specify format and content of rate
and policy form filings, and clarifies coverage for newborn or

adoptive children.
Section 59. As 21.39.040. Rate Filinas, pace 40,

The amendment to this section is by adding two new
subsections. Subsection (Jj) allows insurers who have applied for
a certificate of authority and who have filed their policy forms
with the division to file their requested ratea with the
division, before the certificate of authority has been granted.
Subsection (k) specifically authorizes the direc®” or to adopt
regulations regarding the format and content of rate filings.

section 60. As 21.39.055. Rate Filings, oaoe 40,

The addition of a new subsection prcvidea that when a
certificate of authority is surrendered or not continued, any
approvals of rate filings are automatically cancelled unless
affirmed by the director.

Section 61. AS 2L4212.CL, Filing. Approval of Forms, page.40.

14
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The amendment to this section is by adding three new
subsections. Subsection (f) excludes credit insurance forms from
this section (since they are covered in AS 21.57.080).

Subsection (g) allows 1insurers who have applied for a certificate
of authority to file their requested policy forms with the
division, before the certificate of authority has been granted.
Subsection (h) specifically authorizes the director to adopt
regulations regarding the format and content of form filings.

Section 62. AS 21.42.345(b). Newlv born or adopted children,
page 40.

Amendment 1is primarily editorial in nature and clarifies
that the mandatory offer of coverage for newborn or adoptive
children applies to all parents.

CONSUMER CREDIT INSURANCE

Sections 63 through 77 are the result of this chapter being
revised to correspond more closely with the NAIC model law on
credit 1insurance. The major changes to this chapter are 1) an
expansion of the disclosures that must be made to debtors before
the 1insurance may be sold, 2) the inclusion of credit
unemployment 1insurance 1in the chapter, 3) the removal of the
restriction limiting the scope of this chapter to loans less than
$5000 and of 1iesr than 5 years duration, and 4) the limitation on
the amount of credit life insurance to no more than the amount of
the loan, These changes are detailed by section below.

Section 63. AS 21.57.010. Purpose, pace 41.

This 1is an editorial change to change the r* ronce from
credit life and disability insurance to consumer wredit
insurance.

Section 64. AS 21.57.020. Applicability, page 41.

This broadens the scope of this chapter to include credit
insurance on all loans except for ones secured by a first
mortgage. The restriction of this chapter in the existing law
to loans of less than $5000 for periods of less than 5 years has
been eliminated.

Section 65. AS 21.57.030. Authorized Types of Credit Insurance.
page 41.

This allows the defined types of credit insurance (credit
life, disability, and unemployment) be written separately or
combined in a package.

Section 66. AS. 21.57.040. Amount of Consumer Credit Insurance,
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page 41.

This section gives a detailed description of the amount of
credit life insurance that may be written in different
situations. In general/ the amount of credit insurance may be no
more than the balance of the loan. The existing law allows the
amount of credit life insurance to equal the balance of the loan
plus all unearned finance charges.

The amount of credit disability or unemployme.it insurance
may equal the total of the unpaid installments of the loan.

Section 67. AS 21.57.050. Duration of Coverage, page 43.

This sectior explains when a credit insurance policy may
become effective n different situations, and how long the
insurance may extend beyond the date the loan 1is paid. It also
specifies that if the insurance 1is terminated before the
scheduled termination date, the debtor is entitled to a refund.

Section 58. AS 21.57.055. Disclosure to Debtors, page 45.

This 1is a new section detailing specific disclosures that
must be made to debtors before a credit insurance policy may be
sold, and the manner and time that the disclosures must be made.
The disclosures that must be made include: 1) that the purchase
of credit insurance 1is optional, and not required to obtain the
loan, 2) whether or not the debtor is able to select which types
of consumer credit insurance to purchase, or whether the types
are only sold as a package, 3) who is eligible for the credit
insurance, 4) the fact that the debtor may not need or want
credit insurance if they have other insurance, 5) the fact that
the debtor has a 30 day free look during which time they can
cancel the policy without charge, 6) a description of the
coverage provided, 7) any finance charge to be applied to the
premium, and 8) whether or not the benefits of the policy are
sufficient to pay off the debt in full in the event of a claim.

Section 69. AS 21.57.060. Provisions of Policies and
Certificates of Insurance, page 46.

Thi9 section lists required policy provisions that must be
specified on the individual policy or certificate of insurance.
Most of these provisions are not significantly changed from the
current law. There are new requirements for the policy to
clearly specify: 1) how refunds will be calculated in the event
of policy termination, and 2) whether or not the credit 1insurance
benefits are sufficient to pay of the loan in the event of death,
disability, &nd unemployment.

Section 70 .- A$_21,571.07Q. Requirements for Evidence of

16
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Insurance, R&gfl 47.

This section makes mostly editorial changes to the
requirements regarding when the policy or certificate must be
delivered to the debtor and what must be 1included on it. It also
adds a requirement that the debtor be given a 30 day free look
period to review the policy. IT the debtor decides within the 30
days that they don®t want the policy, they are entitled to a full
refund.

Section 71. AS 21.57.080. Filina of Forms and Rates. oaae 4Q.

This section details that all policy forms, rates, etc must
be filed with and approved by tne director, and is not substan-—
tially different from the existing law. The main additions to
the section are an addition of filing requirements for 1insurers-
disclosure notices and advertising.

Section 72. AS 21.57.090. Premium and Refunds, page 50.

This section involves some editorial changes, and specifies
the formula that must be used to calculate premium refunds 1in the

event of policy termination.
Section 72. AS 21.57.090. Premium and Refunds, oaae 50.

This section adds a new subsection clarifying that nothing
in this chapter authorizes payments prohibited under other laws
governing credit transactions.

Section 74. AS 21.57.120. Selection Rights of Insured, cage 51.

This section specifies that the debtor 1is not obligated to
purchase credit insurance from the lender as security for a debt,
but may substitute insurance that the debtor already has, or by
purchasing similar insurance elsewhere. The changes here are
purely editorial.

Section 75. AS 21.57.125. Duties of an Insurer, pace 51.

Throughout Chapter 57, various duties or responsibilities
are placed on insurers. This is a new section which states that
the duties assigned tc an insurer may be carried out by a
creditor as long as the creditor is licensed under AS 21.27.

Section 76. AS 21.57.150. Penalties, oaae 51.

This section lists the penalties which may be applied to an
insurer, creditor, or other person for violating this chapter or
an order of the director. The penalties are increased
substantially from the existing law, and are consistent with the
penalties listed in AS 21.27.440.

17
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Section 77. AS 21.57.160. Definitions, page 52.

Several new definitions are added to this section, primarily
to clarify some of the terms that are used 1in this chapter and
may have been misinterpreted in the past.

REDOMESTICATION AND VOLUNTARY SURRENDER OF CERTIFICATE OF.
AUTHORITY

Section 73 adds two new sections. New procedures have been added
for (1) seeking approval for redomestication of an insurer, and
(2) voluntary surrender of a certificate of authority issued by
this state.

Section 78. AS 21.69.645. Prdomestication. page 54

The addition of this section is to provide guidance when rn
Alaska domestic insurer wishes to move its domestic status to
another 3tate or when an insurer that is domiciled in another
state wishes to change 1its domicile to Alaska.

Subsection (@) requires that an insurer domiciled 1in
another state that is licensed in this state may become a
domestic of this state if they comply with all Alaska laws
regarding organization and licensing of a domestic 1insurer
and designates a principal place of business in this state,

Subsection (b) allows an Alaska domestic insurer to
transfer domicile status to another state and shall be

licensed in Alaska with the director®s approval. The
director shall five approval unless it is not in the
interest of policyholders or the marketplace. The 1insurer

is required to meet qualifications for being licensed 1in
this state for three years after transfer.

Subsection (c) says that when domestic status is
transferred in or out of this state, the certificate of
authority, producer appointments, rates, and other items
that director may allow will continue 1ir. effect.

Outstanding policies of the insurer 3hall be endorsed with
the new name and location of th® insurer and any other
information required by the director. The director shall be

notified of the details of the transfer 30 days 1in advance.

Subsection (d) says that if the transfer a by merger or
consolidation it must meet the statute requirements for

mergers in Chapter 69. Certificate of authority, producer
appointments, rates and other items allowed by the director
shall continue 1in effect. Outstanding policies of the

insurer shall be endorsed with the new name and location of
the insurer and any other information required by the

18
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director.

Subsection (e) requires the insurer transferring to
thi3 state to file revised policy forms for approval.

Subsection (f) 9ays that an Alaska domestic”
transferring to another state does not have to file new
forms if the forma have already been approved in this state.

AS 21.69.648. Voluntary Surrender of Certificate of
Authority, page 62.

The addition of this section 1is to provide guidance when an
Alaska domestic insurer wishes to voluntarily surrender 1its
certificate of authority and discontinue operations as an

insurer. ThO insurer must make a request to extinguish the
certificate of authority six months prior to the planned
effective date of extinguishment of the charter. The director

must conduct an examination within 12 months of the effective
date of the extinguishment and all issues noted in that report
must be resolved. Any business of the insurer must be cancelled
or reinsured.

DOMESTIC INSURER ORGANIZATIONS AND PROCEDURES

Sections 79 through 86 requires quarterly financial statements
for insurance entities which did not clearly require quarterly
statements, adjustment of requirements for advisory committees
and special meetings of advisory committees of reciprocal
insurers, clarification of definition of member insurer of the
life guarantee fund, and clarification that risk retention groups
are not covered by the property/casualty guarantee fund,

Section 79. AS 21.72.125. Quarterly Statements, pace 55

The amendment of a new section allows that a benevolent
association may be required by the director to submit a quarterly
financial statement which must include the information required
for the annual financial statement.

Section 80. AS 21.75.135. Quarterly Statements, pace 56.

The amendment of a new section allows that a reciprocal
insurer may be required to submit a quarterly financial statement
and the director may require supplemental information on the
transactions of the reciprocal 1insurer.

Section 81. AS 21.75.170(e). Advisory Committee, pace 56.

ThOo amendment to this subsection adds that a special meeting
of the subscribers committee may be called by N0 less than three

19
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individual subscribers. The current language of one percent of
the subscribers can be burdensome for very small reciprocals.

Section 82. AS 21.75.170 (g0 Advisory Committee.page 56,

This new subsection allows a domestic reciprocal 1insurer to
have a subscribers committee of not less than five persons with
prior written approval of the director. This change is to remove
the burden of having a nine member subscribers committee when the
reciprocal 1is very small.

Section 83. AS 21.79.900(61. Definitions, pace 56.

Amendment to this subsection is primarily editorial in
nature and clarifies the definition of "member insurer™ in the
Alaska Life and Disability Insurance Guaranty Association Act.

Section 84. AS 21.80.020. Risk detention Group, Paere 57j.

Amendment to thi3 section 1is primarily editorial in nature
and clarifies that risk retention groups are not covered by the
Alaska Insurance Guaranty Association Act consistent with the
Liability Risk Retention Act.

Section 85. AS 21.84.340(d). Annual Statement, page 57.

The amendment of a new section allows that a fraternal
benefit society may be required by the director to submit a
qguarterly financial statement.

Section 86. AS 21.86;080(b)m= Annual Statements, page 57.

The amendment of a new section allows that a health
maintenance organization may be required by the director to
submit a quarterly financial statement.

KISCELLANEOUS SECTIONS, DEFIﬂAﬁEgNS, REPEALERS AND EFFECTIVE

Sections 87 through 97 allow insurers to pay claims using
electronic funds transfer, provides authority to th® director to
specify requirement of electronic data transfer, gives
requirements and procedures for the operation of risk retention
groups and purchasing groups, adds new definitions and clarifies
old definitions, and repeals sections which were rewritten or
found to be conflicting. The effective date for legislation 1is
July 1, 1994 except for sections regarding consumer credit
insurance which will be effective on October 1, 1994.

Section 97. AS.21.89.030. Payment, page 57,
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Section 90. Repeal, page 59.

This section repeals two parts of current statute. AS
21.27.650(f)(3) contradicts AS®"21.27.100(a) which does not allow
a third-party administrator to appoint subagents and is repealed.
The language in AS 21,36.420 1is included in AS 21.36.305 1in
Section 50, page 40 of this legislation. This move to a new
section is made to clarify some of the limitations existing 1in
statute, and to locate the section in a more logical place.

Section 91. Repeal, paoa 59.

This section repeals two sections of current statute
regarding consumer credit insurance. AS 21.57.110 duplicates
sections in AS 21.36 and is unnecessary. AS 21.57.170 is not

appropriate in our law, and 1is removed.
Section 92, Alaska Rule of Civil Procedure, page 59.

This section notes that the new subsection in AS
21.09.300(c) affects Alaska Rule of Civil Procedure 45 by not
allowing reports of material transactions to be given when under
subpoena.

Section 93. Effective date on policies of insurance, pace 59.

This section provides that the Act applies to insurance
policies entered into or renewed on or after the Act"s effective
date.

Section 94. Effective Date, page 59.

This specifies that sections 14 and 15 will beccme effective
upon adoption of legislation dealing with risk-baaed capital.
Until risk-based capital legislation is adopted, AS 21.09.310
will be as shown in section 13 of this bill.

Section 095. Effective Date, pace 59.

This specifies that sections 14 and 15 will take effect when
statute regarding risk based capital requirements for insurers
takes effect.

Section 96, Effective Date, page 59.

This specifies that the effective date for the changes to AS
21.57 dealing with Consumer Credit Insurance will be October 1,

1994.

Section 97, Effective Date, page 59.
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This specifies that all other sections of this legislation,,
other than effective dates specified above 1in Sections 95 and 96,
will be effective on July 1, 1994.
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