


H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

The best method of assuring the Alaska consumer of competitive auto 
insurance premiums is to have a marketplace which encourages 
competition. A greater number of insurance companies doing business in 
Alaska will ensure a more competitive premium in all areas of insurance 
coverages. HB 403 was introduced to encourage this competitive 
marketplace by not mandating unreasonable insurance coverages.

Current law requires all insurance companies offering auto liability 
coverage to provide coverage up to $1,000,000 per person for bodily injury or 
death of one person and $2,000,000 per accident for bodily injury or death for 
more than one person (known in the industry as uninsured/underinsured 
motor vehicle coverage). (See AS 21.89.020)

No other state mandates a company to offer UM/UIM coverage higher than 
the driver selects for himself. In fact, no other state mandates even the 
minimum levels of coverage we have here in Alaska of 50/100/25 (see 
attached list).

HB 403 removes the mandatory offering of $1 million/$2 million by 
amending AS 21.89.020(c) to require coverage that includes policy limits 
equal to the limit voluntarily pm-chased to cover the insured's liability for 
bodily injury or death. Coverage may not, however, be less than the policy 
limit in AS 28.20.440.

Since records show virtually no one now opts for the high Alaska UM/UIM 
limits and Alaska's minimal limits are twice the amount in any other 
state, these changes are very reasonable.

Nothing precludes any motorist from purchasing any level desired, but this 
bill now removes the mandated "offer" provision.

HB 403 has the support of the Division of Insurance and the Alaska 
Independent Insurance Agents and Brokers, and has a zero fiscal note.
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J a n u a r y  IS . 1994

The H onorable Bill H udson 
A laska House of Representatives 
S ta te  Capitol. Room 108 
J u n e a u .  Alaska 9 9 8 0 1 -1 1S2

D ear Representative  Hudson:

Re: U n in su re d  M otorist Coverage Offer

AS 21 .89 .020(c)(2) re q u ire s  the  offer of u n i n s u r e d  or u n d e r i n s u r e d  
m o to r is ts  coverage in excess  of coverages v o lu n ta r i ly  p u rc h a s e d  by an  
insured . This rule has been  a b a rr ie r  to in su re rs  w ish ing  to do b u s in e ss  in 
the  s ta te  b u t  who are u n ab le  to provide the  h igh  lim its requ ired  in the 
m a n d a to ry  offer. O ur d isc u ss io n s  w ith  in su re rs  su g g e s t  th a t  the offer oi 
h igher limits is rarely accepted.

The Division of In su ra n c e  s u p p o r t s  a  revis ion  t h a t  w ould  rem ove the 
m an d a to ry  offer of h igher limits an d  re tu rn s  to a  m a n d a to ry  offer to m a tch  
the  lim its voluntarily pu rch ased . We would be p leased  to work with you to 
revise th e  law to reflect su ch  a change.

Verv tru iv  vo.ars.

\

v \

' / 1
David W alsh 
D ire c to r

» I *

W A LT ER  J . H IC K EL , G O V E R N O R
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Aiaesca Hcciac o f  i J s p r a o x n ta t  iv e a  
S ta b *  o f  A la s k a
C hairm an  H udson , ^ c u o e  L ab o r & Commerce C o ra n ita e s

H*: iiS 403

D - s r  C h a l n a i :  H u d s o n ,

I a n  s u b m i t t i n g  t h i s  I s t t s r  a s  robuttai. t o  t h e  t e m t i m c n y  gi''tn 

zz t h e  c o m m i t t e e ,  by S e n a t o r  D a v e  D c n i e v  r e g a r d i n g  t h i a bill.

U n i n s u r e d  m o t o r i s t s  c o v e r a g e  h a s  b e e n  a v a i l a b l e  t o  t h e  c i t i r ? n s  of 
A l a s k a  f o r  s s v e r s l  d e c a c e a ,  a n d  c r i g r n a l i y  o n ly  a p p l i e d  to b o d i l y  

i n j u r y .  I n d u s t r i a l  I n d e m n i t y  C o m p a n y  b e g a n  v o l u n t a r i l y  o f f e r i n g  
u n i n s u r e d  m o t o r i s t s  p r o p e r t y  d a m a g e  c o v e r a g e  i n  t h e  a i d  1 2 7 0 ' 3 ,  a n d  

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

U n d e r i n a u r e d  m o t o r i s t s  c o v e r a g e  i s  a r e l a t i v e l y  r . cov«?r*gc t h a t  
i n t r o d u c e d  t o  A l a s k a  in t h e  e a r l y  1 9 8 0 '  =, a n d  bocasxs a v a i l a b l e -  to 

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

T h e  c o n c e r n  t h a t  h a s  b«<*n s x p r s s a e d  by  the- i n s u r a n c e  i n d u s t r y ,  i s  
n o t  t h e  a v a i l a b i l i t y  o r  r e q u i r e m e n t s  t o  o f f e r  u n i n s u r e d / u n d e r m s u r e d  
m o t o r i s t s  C o v e r a g e ,  aa a l l  i n a u r a n c o  c o m p a n i e s  c u r r e n t l y  o f f e r  a n d  

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

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

c o v e r a g e  i n  A l a s k a  o n l y  d e a i r ?  t o  p r o v i d e  l i m i t s  o f  l i a b i l i t y  up t o  

4320,300.130. T h i s  i a  u s u a l l y  d u e  t o  t h e  t y p e  o f  d r i v e r s  t hat' t h e y  

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

l i m i t s  of u n i n a u r s d / u n d e r i n s u r e d  m o t o r i s t s  c o v e r a g e  u p  t o  = 1 , 0 0 0 . 0 0 0 . 0 0  
p e r  p e r s o n  f o r  b o d i l y  i n j u r y  a n d  = 2 , 2 0 0 , 3 0 0 . 0 0  p e r  a c c i d e n t  f o r  b o d i l y  
i n j u r y .  V e r y  f e v  o l  t h e s e  d r i v e r s  a c t u a l l y  c h o o s e  t h i s  l i m i t  o f  
cove-r-age, b u t  t h e  m a n d a t e d  r e q u i r e m e n t  i s  p r e s e n t .

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

t h e  i n s u r a n c e  c o m p a n i e s ,  i s  t o  o f f e r  t h e  s a m e  c a r r » a p o n d i n g  l i m i t  o f  
i n s u r a n c e  f a r  u n i n s u r e d / ' u n d e r i n H u r s d  m o t o r i s t s  c o v o r a g o  q o  ±* p r o v i d e d  

f o r  t h e  d r i v e r s  l i a b i l i t y  l i m i t  to t h e  p u b l i c .
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An  e : - : a m p l e  v c u i d  b e  t o  p r o v i d e  a  S3Q<3, 9 0 0 .  30 l i m i t  o f  l i a b i l i t y  
t e r  - b e  p u b l i c  p r o p s c o i o n .  a n d  d ’300, 0 0 0 .  30 i i m i t  o f  y a i r . j u r ? d , '  
u n c  o r  i n s u r e d  m o t o r i s t s  c o v e r a c e  f o r  t h e  i n s u r e d .  Mo o i l  o r  s t a t s  i n  
t h e  u n i o n  a a n f l a t s a  : n a t  t h e  i n s u r a n c e  c o m p a n y  c i d e r  l i m i t s  o f  
a n i n s u r o d y y n d o r i / i s u r o d  i s a t a r i a t a  c o v e r a a c  h i g h e r  t h a n  t r o s s  p r o v i d e d  
£ o t  p r o t e c t t o r .  t a  - . h o  p u b l i c .  T h e  t h i n k i n g  i s  t h a t ,  i d  t . '  = i n s u r e d  i s  
• ' t i l i n g  t o  a u r a h o o o  p r o t a c i i a n  t o  t h a  p u b l i c  a t  a  c e r t a i n  l i m i t ,  t h a n  
t h a t  t n a u r t d  o h o u l d  b e  a b l e  t o  e n s u r e  p r o t e c t i o n  d c r  t h e i r  c v n  f a m i l y  
o p u a i  t o  t h a t  s a m e  l i m i t .

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

I  v o u i d  l i l e e  t o  e n c o u r a g e  t h e  c o m m i t t e e  t o  p r o m o t e  t h e  m i n i m u m  
■ s t a n d a r d s ,  a n d  l o t  t h e  i n s u i o n c *  m a r k e t  c o m p e t i t i o n  d i c t a t e  t h e  h i g h e r '  
l e v e l s  o f  i n s u r a n c e  U n i t s  o f f e r e d  t o  t h e  i n s u r e d .

I n  t h e  t e s t i m o n y  g i v e n  t o  t h e  c o m m i t t e e  b y  S e n a t o r  D o n l e y .  I  n e e d  
t o  c l a r i f y  a  r a t h e r  g l a r i n g  m i s u n d e r s t a n d i n g  t h a t  h e  h a c  r a g a r c i r . g  a n  
’ U m b r e l l a  P o l i c y * .  1  am  u n a v a r r  o f  » n y  ’ U m b r e l l a  P o l i c y *  t h a t  o f f e r s  
t h e  i i a i t s  t c  b e  e t c c e c c  o v e r  a n y  u n i n s u r e d / u n d e r i . 1 a u . - 9 c  ^ c t o r i o t c  
c o v e r a g e .  A n  ’ U m b r e l l a  P o l i c y *  i a  a n  i n s u r a n c e  c o n t r a c t s  t h a t  o f f e r  
l i m i t s  o f  l i a b i l i t y  ( l i a b i l i t y  t o  o t h e r  p e o p l e -  a n c  o t h e r  p r o p e r t y )  
t h a t  a r t ?  e x c e s s  o v e r  t h e  i n s u r e d ' s  o t h e r  i n s u r a n c e  p o l i c i e s .  T h e s e  
p o l i c y  l i m i t s  d o  n o t  a p p l y  t o  3 n y  u n i n s u r s d / u n d e r i n s u r r d  m o t o r i s t s  
c q v o r a g o a .  H3 4 0 3  v o u l d  h a v e  a b s o l u t e l y  n c  a f f e c t  o n  a n y  * U m b r e l l a  
P o l i c y * .

.IFC/ sic

S i n c o r o l v .

t l i c h a e l  P .  C o m b o ,  C I C  
P r e s i d e n t

£3d C « HDWbiflENI SH1Q3 c 3 :? I  1 51



December 13, 199:
i loic w h it e  s c c :< s c a d

?.C BOX 2350
RANCHC CCRDOVa . CALIFORNIA ?5741-2220

Ms. Gina McBride
.-Alaska Independent Insurance Agents & Brokers. Inc.
P.O. Box 2C3G83 
Anchorage, .AK 99320-3088

RJE: Letter of Support
Changes to .Alaska UM'UIM Statute (.AS 2I.S9.020 (c) )

Dear Ms, McBride:

This letter is to confirm Progressive's support for the changes to the .Alaska statute concerning 
Uninsured'Underinsured Motorists coverage being proposed by the .Alaska Independent 
A.gents & Brokers.

Your changes would reniace the -sqmrement for ccmoanies to offer SI.000.000/32.000,000 
UM/UIM limits with a requirement to offer UTvLUTM limits equal to the Bodily 
Injury/Property Damage limits on the policy.

We believe that these limits will provide sufneient protection for Alaskans, while eliminating 
a potential source cf litigation and/or un-reinsured catastrophic loss for companies.

Progressive provides both preferred and non-standard cute mo bile insurance :o over 10,000 
drivers in .Alaska.

Sincereiy,

/YIavL. O. i0'a Y).
Mark D. Ni chans 
Vice President
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U N I N S U R E D / U N D E R I N S U R E D  M O T O R I S T  L I M I T S  I N F O R M A T I O N

T h e  A I I A B  m a d e  c o n t a c t  wi t h  the N a t i o n a l  o r g a n i z a t i o n ,  t h e  
I n d e p e n d e n t  I n s u r a n c e  A g e n t s  of A m erica, r e q u e s t i n g  i n f o r m a t i o n  on 
t h e  l i m i t s  of U M / U I M  that are r e q u i r e d  in o t h e r  states. T h e  r e s p o n s e  
f r o m  M a t t  M i d d a u g h  i n d i c a t e s  that a l m o s t  e v e r y  s t a t e  has U M / U I M  
l i m i t s  t h a t  p a r a l l e l  t h o s e  r e q u i r e d  for b o d i l y  injury and p r o p e r t y  
d a m a g e .  F o l l o w i n g  is the l i s t i n g  of v a r i o u s  st a t e s  w i t h  the 
r e q u i r e m e n t s  f o r  b o d i l y  i n j u r y / p r o p e r t y  d a m a g e  limits a n d  t h e  
i n d i c a t i o n  t h a t  t h e s e  s t a t e s  a l s o  r e q u i r e  t h ese s a m e  limits be o f f e r e d  
f or u n i n s u r e d / u n d e r i n s u r e d  m o t o r i s t  coverage.

S T A T E L I A B I L I T Y S T A T E L I A B I L I T Y

A l a b a m a 2 0/ 4 0 / 1 0 M i s s o u r i 25/ 5 0 / 1 0

A r i z o n a 1 5/30/10 M o n t a n a 2 5 / 5 0 / 1 0

A r k a n s a s 2 5 / 5 0 / 1 5 N e b r a s k a 2 5 / 5 0 / 2 5

C a l i f o r n i a 15/30/5 N e v a d a 15/ 3 0 / 1 0

C o l o r a d o 25/ 1 5 / 1 0 N e w  H a m p s h i r e 2 5 / 5 0 / 2 5

C o n n e c t i c u t 2 0 / 4 0 / 1 0 N e w  J e r s e y 15/30/5

D e l a w a r e 1 5 /30/10 N e w  M e x i c o 2 5 / 5 0 / 1 0

Dist. Of N e w  Y o r k 25 / 50/5

C o l u m b i a 25 / 5 0 / 1 0 N. C a r o l i n a 2 5 / 5 0 / 1 0

F l o r i d a 1 0 /20/10 N. D a k o t a 25 / 5 0 / 2 5

G e o r g i a 15/ 3 0 / 1 0 O h i o 1 2 . 5 / 2 5 / 7 . 5

H a w a i i 1 5/35/10 O k l a h o m a 1 0 /20/10

I d a h o 25/ 5 0 / 1 5 O r e g o n 2 5 / 5 0 / 1 0

I l l i n o i s 20/ 4 0 / 1 5 P e n n s y l v a n i a 15/30/5

I n d i a n a 25/50/10 R h o d e  I s l a n d 2 5/ 5 0 / 2 5

Iowa 2 0 /40/15 S. C a r o l i n a 15/30/5

K a n s a s 2 5 / 5 0 / 1 0 S . D a k o t a 2 5 / 5 0 / 2 5
K e n t u c k y 2 5 / 5 0 / 1 0 T e n n e s s e e 2 0 / 5 0 / 1 0

L o u i s i a n a 1 0 /20/10 T e x a s 2 0 / 4 0 / 1 5

M a i n e 2 0 / 4 0 / 1 0 U t a h 2 5 / 5 0 / 1 5

M a r y l a n d 20/ 4 0 / 1 0 V e r m o n t 2 0 / 4 0 / 1 0

M a s s a c h u s e t t s 1 0 /15/30 V i r g i n i a 2 5 / 5 0 / 2 0

M i c h i g a n 20/ 4 0 / 1 0 W a s h i n g t o n 2 5 / 5 0 / 1 0

M i n n e s o t a 30/ 6 0 / 1 0 W. V i r g i n i a 2 0 / 4 0 / 1 0

M i s s i s s i p p i 10/20/5 W i s c o n s i n 2 5 / 5 0 / 1 0

W y o m i n g 2 5 / 5 0 / 2 0

T h e  f i r s t  t w o  f i g u r e s  r e f e r  to b o d i l y  in j u r y  l i a b i l i t y  l i m i t s  a n d  t h e  
t h i r d  f i g u r e  t o  p r o p e r t y  d a m a g e  l i a bility. F o r  example, 1 0 / 2 0 / 5  
m e a n s  c o v e r a g e s  up  to $ 2 0 , 0 0 0  for all p e r s o n s  i n j u r e d  in an a c c i d e n t ,  
s u b j e c t  t o  a l i m t  of $ 1 0 , 0 0 0  for o n e  indivi d u a l ,  and $ 5 , 0 0 0  for 
p r o p e r t y  d a m a g e  coverage.

NOTE: In  com pa riso n , A la s k a ' s  l i a b i l i t y  r a t e  i s  50/100/25, the
h ig h e s t  in  the  n a t io n .

NATIONWIDE u n i n s u r e d  / 
UNDEROISURED LIMITS
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

Bill Vsrs;cn: HB 403
(H) Fuciisn Bate: 2 •' 3 3 - 0 4

Revision Oale: Department Affected: Commerce and Econcmic Development
'itle: A u c o m o c iv e  L i a o i i le v  In s u r a n c e C o v e ra g e BRU: Insurance

Component: Coerations

iccn so r H o u se  L a b o r  i  C om m erce Commi z cee

■Reouestor: COMPONENT SERIAL NO 354

B-cenoilures/F.evenues:

Oc ERATTNG EXPENDITURES FY 95 FY 96 FY 97 | FY S8 F f 99 PY 00

PERSONAL SERVICES 0 ! 0 i 0 I 0 0 0
TRAVEL 0 0 0 I 0 0 0

1 CONTRACTUAL 0 0 0 0 0 0
SUPPLIES o 0 ! o 0 1 0 0
EQUIPMENT 0 0 o 0 0 0
L4N D k STRUCTURES 0 I 0 0 | 0 0 0 1
GRANTS. CLAIMS 0 0 0 1 0 0 0
MISCELLANEOUS 0 i 0 0 0 0 0

TOTAL OPERATING 0 0 0 1 0 0 0

CAFfTAL EXPENDITURES 0 I

CHANGE IN REVENUES ( )

FUND SOURCE

j 1002 Federal Receipts 0 0 0 0 0 0
1 1003 GF Match 0 0 0 0 0 0

1C04GFj 0 1 0 0 -0 0 0
j 1005 GF.'Prooram Receipts 0 I 0 0 0 0 0

j 1006 GF.'MHTIA 0 0 0 0 0 0

! Clher o ! 0 0 0 0 0

j TOTAL 0 ! 0 1 0 0 0 0

Estimate of current year (FY 94) cost: S 

POSITIONS

FULL-TIME 0 I 0 0 0 0 0

PART-TIME 0 ( 0 0 0 0 0

TEMPORARY 0 | 0 0 0 0 0

ANALYSIS: (Attacti a separate page if necassary.) 

No fiscal impact.

Prepared by: Joan 3rown. Administrative Officer 
Division: Insurance______________________ __

Approved by Commissioner: Paul Fuhs ^ —
Agency: Commena and Economic Development
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