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IN  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A  

T W E N T Y -F O U R T H  L E G IS L A T U R E  - F IR S T  S P E C IA L  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A  B I L L  

F O R  A N  A C T  E N T IT L E D  

"A n  A ct re la t in g  to n o tice  o f  su sp en s ion  o r  re v o c a t io n  o f  an  in s u re r 's  c e rt i fic a te  o f  

a u th o r i t y  an d  the e ffe c t o f  the su sp en s ion  o r  re v o c a t io n  up on  the a u th o r i t y  o f  agents and 

m an ag in g  g e n e ra l agen ts o f  the in s u re r ;  re la t in g  to c e rta in  d ep o s its  u n d e r  A S 21 ; 

re la t in g  to  th e  y ie ld in g  o f  assets an d  se cu r it ie s  he ld  on d ep o s it ; re la t in g  to  th ird -p a r ty  

a d m in is t ra to r s  u n d e r A S  2 1 ; re la t in g  to  in su ra n c e  agen ts , m a n a g in g  g e n e ra l agents, 

re in su ra n c e  in te rm ed ia ry  m an ag e rs , an d  in su ra n c e  p ro d u c e rs ; r e q u i r in g  the d ire c to r  o f  

in su ra n c e  to  n o tify  a licensee o f  a lic en se  re n ew a l b e fo re  the re n ew a l d a te ; d e fin in g  the 

te rm  'a p p o in tm e n t ' as used in p a r t  o f  A S  2 1 ; re la t in g  to th e  e lig ib i lity  to p ro v id e  

c o ve rag e  by a n on ad m itte d  in s u re r  and  a lie n  in s u re r ; re la t in g  to s u rp lu s  lin e s  in su ran ce  

and  b r o k e r s ;  re la t in g  to m is re p re s e n ta t io n s  an d  fa ls e  a d v e r t is in g  c o n c e rn in g  in su ran ce ; 

re la t in g  to  h e a lth  d isc oun t p la n s ; p ro v id in g  f o r  lim ita t io n s  on  o w n e r c o n t ro l le d  and 

c o n t r a c t o r  c o n t ro l le d  in su ran ce  p ro g ra m s  an d  lim it in g  the c o v e ra g e  o f  th ose  p ro g ram s ;
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p ro h ib it in g  excessive, in a d eq u a te , o r  u n fa ir ly  d is c r im in a to ry  ra te  ch a rg es f o r  hea lth  

in su ra n c e ; d e fin in g  the te rm  'p la n  a d m in is t ra to r ' as used in p a r t  o f  A S  2 1 ; d e fin in g  the 

te rm  'tra n sa c t' as used in A S  2 1 ; a u th o r iz in g  the d i re c to r  o f  in s u ra n c e  to designa te  a 

p e rso n  to  rece ive a n n u a l re p o r ts  f r o m  com pan ie s ; re d u c in g  th e  p e rio d  f o r  f i lin g  a 

q u a r t e r ly  f in a n c ia l s ta tem en t; an d  p ro v id in g  f o r  an e ffe c tiv e  d a te ."

B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S ec tion  1. A S 21 .C 6 1 3 0 (a ) is amended to read:
(a ) T o  determ ine com p liance w ith this title, the d ire c to r m ay4 as o ften  as the 

d ire c to r has re a s o n a b le  cause . [C O N S ID E R S  A D V IS A B L E ]  exam ine o r  require a 
w ritten  report from  a person o f  the accounts, records, docum en ts , and transactions 
perta in ing to o r  a ffe c t ng the insurance a ffa irs  o r  p roposed insu rance a ffa irs  o f

( 1 )  an insurance p roduce r o r independent ad ju s te r; o r
( 2 )  a person engaged in o r p roposing to be engaged in o r assisting in 

the p rom otion  o r fo rm a tio n  o f  a domestic insu rer o r  insu rance ho ld ing  co rpo ra tion , or 
co rpo ra tion  to fin ance a dom estic insurer o r the p roduction  o f  its business.

* Sec. 2 . A S  2 1 .0 9 .1 6 0  is amended to read:
Sec. 2 1 .0 9 .1 6 0 . N o tic e  o f  suspension o r  re v o c a tio n  an d  e ffe c t up on  ag en t’ s 

a u th o r i ty  , (a )  U pon  suspending o r revok ing an insu re r’s ce rtifica te  o f  au thority  the 
d ire c to r shall im m ed ia te ly  g ive notice to the insu rer and [T O  IT S  A G E N T S  OF 
R E C O R D  IN  T H IS  S T A T E  IN  T H E  D IR E C T O R ’S O F F IC E . T H E  D IR E C T O R ] shall 
a lso  pub lish notice o f  the revoca tion  in one o r m ore new spapers o f  general c ircu lation  
in m is state.

(b ) The suspension o r revocation sha ll au tom a tica lly  suspend o r revoke , as the
case m ay be. the au tho rity  o f  a ll its agents and  m an ag in g  g e n e ra l agents to act as
agents o r  m an au in u  g e n e ra l agents o f  the insu rer in th is state, and the in su re r 
[D IR E C T O R ] sh a ll so state in the notice to agents a n d  m an ag in g  g en e ra l agents 
p rov ided  fo r  in f c ]  [ (a ) ]  o f  th is section.

* Sec. 3 . A S  2 1 .0 9 .1 6 0  is am ended by adding a new subsection to read:
(c ) U pon  no tifica tion  o f  suspension or revocation  o f  an insurer's ce rtifica te o f
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au thority , the in su re r sh a ll im m ediate ly g ive no tice o f  the suspension o r re voc a tion  to 
its agents and m anag ing  genera l agents ope ra ting  in this state.

* Sec, 4 . A S  2 1 .2 4 .0 4 0 (a )  is amended to read:
(a )  D epos its  made in this state under th is title sh a ll be made th rough the o ffic e  

o f  the d irec to r [ IN  SA FE  D E P O S IT  O R ] under cu stod ia l a rrangem ents as requ ired  o r 
app roved  by the d ire c to r consistent w ith the pu rposes o f  the deposit, w ith an 
estab lished sa fe  depos it institu tion , bank, o r  trust com pan y  located in this state 
se lected by the in su re r w ith the director's ap p ro va l.

* Sec. 5 . A S  2 1 .2 4 .0 4 0 (c )  is amended to read:
(c )  I f  o f  conven ience to the insu rer in the buy ing , se lling , and exchange o f  

securities m a k in g  up  [C O M P R IS IN G ] its depos it , and in the co lle c tion  o f  interest and 
other incom e cu rre n c y  accru ing on the se cu r it ie s  [T H E R E O N ], the insu re r m ay. with 
the d irector's advance w ritten app rova l, depos it a p o rt io n  o f  the securities under 
custod ia l a rrangem ents w ith an establish*. 1 bank o r trust com pany  located ou tside this 
state, i f  rece ip ts rep resen ting a ll the securities are issued by the custodia l bank o r trust 
com pany and a re  he ld  in [SA F E  D E P O S IT  O R ] custody sub jec t to the requ irem ents o f
(a ) [A N D  (b ) ]  o f  th is section.

* See. 6 . A S  2 1 .2 4 .1 3 0 (d )  is amended to read:
(d )  I f  the in su re r is subject to de linquency p roceed ing s as de fined in A S  21 . '8 , 

upon the o rd e r o f  a cou rt o f  competent ju r is d ic t io n  the d ire c to r sh a ll y ie ld  the assets 
and securities h e ld  on  deposit u n d e r A S  2 1 .0 9 .0 9 0 (h )  to the rece ive r, conse rva to r, 
rehab ilita to r, o r  liq u id a to r o f  the insurer, o r  to any o the r p ro p e r ly  designated o f f ic ia l o r 
o f f ic ia ls  w ho succeed to the management and con tro l o f  the insurer's assets. T h e  
d i re c to r  m av  re le a s e  the depos it d ire c t ly  to the g u a ra n ty  fu n d  o f  w h ich  the 
in s u re r  is a m e m b e r i f  the rig h t to re ce iv e  a l l  o r  a p o r t io n  o f  the d ep o s it is 
assigned  to the g u a ra n ty  fu n d .

* Sec. 7. A S  2 1 .2 7 .0 1 0 v c ) is amended to read.
(c ) A  t h i r d -n a r t v  a d m in is t ra to r  [P E R S O N  W H O  F O R  A R E S ID E N T  OF 

T H IS  S T A T E , O R  F O R  A  R E S ID E N T  O F  A N O T H E R  J U R IS D IC T IO N  F R O M  A 
P L A C E  O F  B U S IN E S S  IN  T H IS  S T A T E , P E R F O R M S  A D M IN IS T R A T IV E  
F U N C T IO N S . IN C L U D IN G  C L A IM S  A D M IN IS T R A T IO N  A N D  P A Y M E N T .
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M A R K E T IN G  A D M IN IS T R A T IV E  F U N C T IO N S , P R E M IU M  A C C O U N T IN G , 
P R E M IU M  B IL L IN G , C O V E R A G E  V E R IF IC A T IO N , U N D E R W R IT IN G  
A U T H O R IT Y , O R  C E R T IF IC A T E  IS S U A N C E  O N L Y  IN  R E G A R D  T O  L IF E  
IN S U R A N C E , H E A L T H  IN S U R A N C E , O R  A N N U IT IE S ] is not requ ired  to be 
licensed as a m anag ing general agent i f  the th i r d -p a r t y  a d m in is t ra t o r  [P E R S O N ]

( 1 )  is registered under A S  21.27.630 - 21.27.660 [T H IS  C H A P T E R  
A S  A  T H IR D -P A R T Y  A D M IN IS T R A T O R ] ; o r

( 2 )  o n ly  investigates and ad justs c la im s and is licensed under this 
chapter as an independent adjuster.

* Sec. 8 . A S 2 1 .2 7 .1 0 0  is repealed and reenacted to read:
Sec . 2 1 .2 7 .1 0 0 . A p p o in tm en t o f  in s u ra n c e  p ro d u c e r , m an ag in g  g e n e ra l 

ag en t, a n d  re in su ra n c e  in te rm ed ia ry  m a n a g e r ; acts o f  agen t, (a )  A n appointm ent 
is requ ired  to be made in accordance w ith  th is section when one o r m ore  o f  the 
fo llo w in g  has occu rred :

( ! )  an adm itted insu rer appoin ts a m anaging genera l agent in this state 
o r re la tiv e  to a sub ject resident, located, o r to be pe rfo rm ed  in this state;

( 2 )  a m anaging genera l agent appoin ts an insu rance p rodu ce r as its 
subagent in th is state o r  re lative to sub jects residen t, located , o r  to be p e rfo rm ed  in this 
state;

( 3 )  a dom estic re in su rer appoin ts a re insurance in te rm ed ia ry  m anager:
( 4 )  a re insurance in te rm ed ia ry m anager appoints an insurance p roduce r 

as its subagent in this stale.
(b )  An adm itted insurer shall appoin t an insurance p roduce r as its agent in this 

state o r  re la t iv e  to a subject resident, loca ted , o r  to  be p e rfo rm ed  in this state not later 
than 3 0  days a fte r the date that a w ritten agency contract is executed o r the first 
insu rance app lic a tion  is submitted to the adm itted insu rer by the licensed insurance 
p roducer.

(c )  A n  ind iv idua l in a f iim  who acts s o le ly  on b e h a lf o f  a firm  that is 
appoin ted as an agent o r  a managing genera l agent on b e h a lf o f  an adm itted insurer 
under this section m ay not be required to a lso  have  an appoin tm ent under this section 
i f  the ind iv idu a l in the firm  is licensed w ith that firm  fo r  a sp ec ific  c lass o f  au thority .

CSIIB 147( ) •4*
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(d )  The au thorized o r appa ren tly  au tho rized  acts on b e h a lf o f  an appointing 
insu re r o f  an insurance p roduce r appointed under this section are considered the acts 
o f  that insu rer.

(e )  An insurer and m anag ing genera l agent sha ll m ain ta in  a cu rrent lis t o f  a ll 
appo in tm en ts made o r requ ired  to be m ade under this section that iden tifies the 
licensee's name, licensee's m a ilin g  address, license num ber, and e ffe c tiv e  date o f  
appoin tm ent.

( f )  An insurance p rodu ce r sh a ll m ain ta in  a list o f  a ll appointm ents made o r 
requ ired  to be made under th is section that identifies the insurer's name, insurer's 
m a ilin g  address, and e ffec tive  date o f  appoin tm ent.

(g ) An insurer, m anaging genera l agent, o r insurance p rodu ce r ;h a ll rep ly  in 
w riting  w ith in  three w ork ing  days to an inquiry- o f  the d ire c to r regard ing an 
appoin tm ent.

* Sec . 9 . A S  2 1 .2 7 .1 1 0  is repealed and reenacted to read:
Sec. 2 1 .2 7 .1 1 0 . T e rm  o f  a p p o in tm en t . (a ) An appointm ent under 

AS 2 1 .2 7 .1 0 0  continues in fo rce  until the appoin tm ent is term inated in w riting.
(b )  I f  an insurer, re in su re r, o r  au tho rized  representative d iscove rs in fo rm ation  

sh ow ing  that the appointee w hose appointm ent was term inated has engaged in an 
ac tiv ity  iden tified  in A S 2 1 .2 7 .4 1 0  during the pe riod  o f  the appoin tm ent, the insurer, 
re in su re r, o r  au thorized represen tative sh a ll, o n  a fo rm  o r in a fo rm at prescribed by the 
d ire c to r, p rom p tly  n o tify  the d irec to r.

(c ) W ith in  15 days a fte r p rov id ing  n o tifica tion  in accordance with (b ) o f  this 
sec tion , the insurer, re insurer, o r  au tho rized  representative sha ll m ail a copy o f  the 
n o tific a t io n  to the appointee at the last address on  record  w ith the insu rer, re insurer, or 
au th o rized  representative. The notice must be p rov ided  by ce rtified  m ail, return 
receip t requested, postage p repa id , o r  by ove rn igh t d e liv e ry  using a na tiona lly  
recogn ized  m ail carrier.

(d )  W ith in  30 days a fte r the appointee rece ives no tifica tion  in accordance w ith
(c )  o f  th is section , the appointee m ay fi le  w ritten  com m ents conce rn ing  the substance 
o f  the no tifica tion  w ith the d ire c to r and sha ll p rov id e  a copy o f  the w ritten comments 
to the insu rer, re insurer, o r au tho rized  representative. The w ritten comments filed
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with the d irec to r must be inc luded w ith each repo rt d istributed o r  d isc losed concern ing 
a reason about the te rm ina tion  o f  the appointment.

(e ) I f  requested by the d irec to r, an insu rer, a re in su re r, o r  an au thorized 
representative sh a ll p rov id e  to the d irec to r add itiona l in fo rm a tio n , docum ents, records, 
o r  other data perta in ing to a te rm ination  o r ac tiv ity  o f  a licensee under this title .

( f )  A  notice o f  te rm ination  submitted to the d ire c to r under th is section must 
inc lude a statement o f  the reasons fo r  the te rm ination . A  statement o f  the reasons fo r  
te rm ination is con fid en tia l and not subject to inspection and copy ing  under 
A S  4 0 .2 5 .1 1 0 . A  statement o f  reasons fo r  the te rm ination  m ay not be adm itted as 
evidence in a c iv i l action  o r an adm in istrative p roceed ing  against an insu rer, re insurer, 
o r  au thorized represen tative by o r  on  b eh a lf o f  a p -rs o n  a ffe c ted  by the te rm ination , 
except when the action o r  p roceed ing  invo lves p e rju ry , un sw orn  fa ls ific a tion , fraud, o r 
fa ilu re  to com p ly  w ith this subsection .

(g ) I f  an insu rer, a re in su re r, o r  an au tho rized  rep resen tative fa ils  to report as 
required under this section o r  is found  by a cou rt to have kn ow ing ly  o r  in ten tiona lly  
fa ls e ly  made that report, the d ire c to r may, a fte r no tice and hearing , suspend o r  revoke  
the license o r ce rtifica te  o f  au tho rity  o f  the insu rer, re in su re r, o r  au thorized 
representative and m ay im pose a pena lty  in accordance w ith A S  2 1 .2 7 .4 4 0 .

* Sec . 10 . A S 2 1 .2 7 .3 8 0 (a )  is amended to read:
(a ) Except as p rov ided  in th is title, the d ire c to r m ay renew  a license b ienn ia lly  

on a date set by the d ire c to r i f  the licensee continues to be qu a lifie d  under this chapter 
and j on o r  b e fo re  the c lose o f  business o f  the renew a l date, meets a ll renew al 
requirem ents estab lished by regu la tion  and pays the renew a l license fees set under 
A S 2 1 .0 6 .2 5 0  fo r  each license to the d irector. A  licensee is re sponsib le  fo r know ing 
the date that a license lapses and fo r  renew ing a license b e fo re  exp ira tion . The 
d irec to r sh a ll n o t i fy  the licensee o f  the license re n ew a l [M A IL  A R E N E W A L  
N O T IC E  T O  T H E  L IC E N S E E ’S C U R R E N T  .A D D R E S S  O N  F IL E  W ITH  T H E  
D IR E C T O R ] 30 days b e fo re  the renew al date.

* Sec . 11 . A S 2 1 .2 7 .6 3 0 (b )  is amended to read:
(b ) A  th ird -party adm in is tra to r m ay not transact business lo r  a k ind  o r c lass o f  

a u th o r i ty  [ IN S U R A N C E ] fo r  which the person is not registered .
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* Sec. 12 . A S  2 1 .2 7 .6 3 0 (c ) is amended to read:
(c ) E xcep t as o the rw ise  p ro v id e d  in th is ch ap te r , a th ir d -p a r t v  

a d m in is t ra to r  [A  P E R S O N  W H O  P E R F O R M S  A D M IN IS T R A T IV E  F U N C T IO N S , 
IN C L U D IN G  C L A IM S  A D M IN IS T R A T IO N  A N D  P A Y M E N T , M A R K E T IN G  
A D M IN IS T R A T IV E  F U N C T IO N S , P R E M IU M  A C C O U N T IN G , P R E M IU M  
B IL L IN G , C O V E R A G E  V E R IF IC A T IO N , U N D E R W R IT IN G  A U T H O R IT Y . O R  
C E R T IF IC A T E  IS S U A N C E  fN  R E G A R D  T O  IN S U R A N C E  A S  A T H IR D -P A R T Y  
A D M IN IS  T R A T O R ] sha ll be registered u n d e r  A S  2 1 .2 7 .6 3 0  - 2 1 .2 7 .6 6 0  [A S  A 
T H IR D -P A R T Y  A D M IN IS T R A T O R ] un less the th ird -p a r t v  a d m in is t ra t o r  
[P E R S O N ] on ly  investigates and ad justs c la im s and is licensed under th is chapter as 
an independent ad juster.

* Sec. 13. AS 2 1 .2 7 .6 3 0  is amended by adding new  subsections to read:
(k ) A n  insu re r that ho lds a certificate o f  au th o rity  issued by the d ire c to r and is 

in good  standing under this title is not requ ired  to be registered as a th ird -party 
adm in istra to r in th is state.

(ft A  person that is not required to be reg iste red as a th ird -party adm in istra to r 
under (e ) - ( k )  o f  th is section must f i le  a ce rtifica tion  w ith the di. ctor that the person 
meets the requ irem ents fo r  exemption .

* Sec. 14. A S  2 1 .2 7 .6 5 0 (a )  is amended to read:
(a ) An insu rer m ay not transact business w ith a th ird -party adm in istra to r

un less
( 1 )  the insu rer ho lds a ce rtifica te  o f  au tho rity  in this state, i f  re q u i re d 

u n d e r this t it le :
( 2 )  the th ird -party adm in istra to r is reg iste red under this chapter o r  the 

th ird -p a r t v  a d m in is t ra t o r  has file d  a c e rt i f ic a t io n  w ith  the d i re c to r  c e rt i fy in g  that
[. W H E N ] the th ird -party adm i lis tra to r is opera ting o n ly  fo r  a fo re ign  insu rer an d  [.] 
is registered as a th ird -party adm in istra tor by the th ird -party  adm in istrator's resident 
insurance regu la to r in a state that the d ire c to r has de term ined  has enacted p rov is ion s 
substantia lly  s im ila r to those contained in A S  2 1 .2 7 .6 3 0  - 2 1 .2 7 .6 5 0  and that is 
accredited by the N a tion a l A ssociation o f  Insu rance C om m iss ione rs ;

( 3 )  the th ird -party adm in istra to r p rov id e s  the d irecto r on January 1,
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A p ri l 1, Ju ly  1, and O ctober 1 o f  each yea r
(A ) a list o f  cu rren t em p lo yees , iden tify ing  those transacting 

business in th is state o r  upon a sub jec t residen t, located o r  to be p e rfo rm ed  in 
this state;

(B  ) a lis t o f  cu rren t insu rers under contract; and 
(C ) o the r in fo rm a tio n  the d ire c to r m ay requ ire ;

( 4 )  a w ritten contract is in e ffe c t between the parties that estab lishes 
the re spon s ib ilitie s  o f  each party , ind icates both parties' share o f  re sp o n s ib i lity  fo r  a 
p a rticu la r func tion , and specifies the d iv is ion  o f  re sponsib ilitie s ;

( 5 )  there is in e ffe c t a w ritten  contract between the in su re r and third- 
pa rty adm in is tra to r that contains the fo llo w in g  p rov is ion s :

(A )  the insu rer m ay  term inate the contract fo r  cause upon 
w ritten no tice sent by ce rtified  m a il to the th ird -party adm in is tra to r and may 
suspend the underw riting au th o rity  o f  the th ird -party adm in is tra to r du ring a 
dispute regard ing the cause fo r  te rm ina tion : but the insu rer m ust fu l f i l l  a ll 
law fu l ob lig a tion s w ith respect to p o lic ie s  a ffe c ted  by the w ritten agreem ent, 
regard less o f  any dispute between the insu rer and the th ird -party  adm in istra to r;

(B )  the th ird -party  adm in is tra to r sha ll render accoun ts to the 
insu re r de ta ilin g  a ll transactions and rem it a ll m oney due under the contract to 
the in su re r at least m on th ly ;

(C )  a ll m oney co lle c ted  fo r  the account o f  an in su re r sha ll be 
he ld  by the th ird -party adm in is tra to r as a fid u c ia ry ;

(D )  a ll paym ents on  b e h a lf o f  the insu rer sh a ll be he ld  by the 
th ird -party  adm in istra to r as a f id u c ia ry ;

(E )  the th ird -p a rty  adm in is tra to r m ay not retain m ore  than three 
m onths estim ated c la im s paym ents and a lloca ted  loss ad justm ent expenses:

(F )  the th ird -party  adm in is tra to r sha ll m ain ta in  separate records 
fo r  each insu rer in a fo rm  usab le by the insu rer; the insu rer o r  its au o rized  
rep resen tative sha ll have the righ t to audit and the right to cop y  a ll accounts 
and reco rds re lated to the insurer's business; the d irecto r, in add ition  to other 
au tho rity  granted in this title , sha ll have access to a ll books , bank accounts, and
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records o f  the th ird -party  adm in istra to r in a fo rm  usab le to the d irec to r; any 
trade secrets conta ined in books and records rev iew ed  by  the director, 
including the identity and addresses o f  po lic yho ld e rs  and ce rtifica te  ho lders, 
sha ll be kept con fid en tia l, except that the d irecto r m ay use the in fo rm a tion  in a 
proceed ing instituted against the th ird -party adm in istra to r o r  the insu rer,

(G )  the contract m ay not be assigned in w ho le  o r  in part by the 
th ird -party adm in istra to r;

(H )  i f  the contract perm its the th ird -pa rty  adm in is tra to r to do 
underw riting , the contract must inc lude the fo llow in g :

( i )  the th ird -party adm in istra to r's m ax im um  annual 
prem ium  vo lum e ;

( i i )  the ra ting system and basis o f  the rates to be
charged;

( i i i )  the types o f  risks that m ay be w ritten ;
( iv ) m ax im um  lim its o f  lia b i lity ;
(v )  app licab le  exc lusions;
(v i )  te rrito ria l lim ita tions;
(v i i )  p o lic y  cance lla tion  p rov is ion s ;
(v i i i )  the m ax im um  po licy  te rm ; and
f ix )  that the insu rer sh a ll have the righ t to cance l o r not 

renew  a p o lic y  o f  insurance subject to app lic ab le  state law ;
( I )  i f  the contract perm its the th ird -p a rty  adm in istra to r to 

adm in ister c la im s on b e h a lf o f  the insurer, the contract m ust inc lude the 
fo llow ing :

( i )  w ritten settlement au tho rity  m ust be p rov id ed  by die 
insurer and m ay be term inated fo r cause upon the insurer's w ritten 
notice sent by ce rtified  m ail to the th ird -party adm in is tra to r o r  upon die 
term ination o f  tne contract, but the insu rer m ay  suspend the settlement 
au thority du ring  a dispute regard ing the cause o f  te rm ina tion ;

( i i )  c la im s sh a ll be reported to the insu rer w ith in 30
days;
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( i i i )  a copy o f  the c la im  f i le  sh a ll be sent to the insu rer 
upon request o r  as soon as it becomes kn ow n  that the c la im  has the 
po ten tia l to exceed an amount determ ined by  the d irec to r o r exceeds the 
lim it set by the insurer, w h ichever is less , in v o lv e s  a coverage dispute, 
m ay exceed rhe th ird-party adm in istrator's c la im s settlem ent au tho rity , 
is open fo r  m ore than s ix  m onths, in v o lv e s  extra contractua l 
a lleg a tion s , o r  is c losed by payment in excess o f  an am ount set by the 
d ire c to r o r  an am ount set by the insurer, w h ich eve r is less;

( iv )  each party to the con tract sh a ll com p ly  w ith un fa ir 
c la im s settlem ent statutes and regu la tions;

( v )  transm ission o f  e lec tron ic  data must occu r at least 
m on th ly  i f  e lec tron ic c la im  file s  are in ex istence ; and

(v i )  c la im  files sha ll be the s o le  p roperty o f  the insurer; 
upon an o rd e r o f  liqu idation o f  the insu rer, the th ird -party adm in istra to r 
sh a ll have reasonab le access to and the righ t to copy the file s  on a 
t im e ly  basis; and

(J ) the contract m ay not p rov ide fo r  com m iss ions, fees, o r 
charges contingen t upon savings obtained in the ad justm ent, settlem ent, and 
payment o f  losses covered  by the insurer's ob lig a tion s ; but a th ird -patty 
adm in istra to r m ay rece ive  perform ance-based com pensation  fo r p rov id ing  
hosp ita l o r  o ther aud iting Services o r  may rece ive  com pensation  based on 
p rem ium s o r  charges co llected  o r the num ber o f  c la im s paid o r processed.

* Sec . 15. AS 2 1 .2 7 .6 5 0  is a. lended by adding a new subsection to read:
(q ) The d irec to r m ay , w ithout advance notice o r  hearing , im m ed ia te ly  suspend 

by o rd e r the reg istra tion  o f  a th ird-party adm in istra to r i f  the d irec to r finds that one o r 
m ore o f  the fo llow in g  circum stances exist:

( 1 )  the th ird -party adm in istrator is in so lven t o r  im paired ;
(2 )  a p roceed ing  fo r bankruptcy , rece ive rsh ip , conse rva to rsh ip , o r 

rehab ilita tion , o r  another de linquency p roceed ing regard ing  the th ird -party 
adm in istra to r has been com m enced in any state o r by  a governm en ta l agency o f  
another ju r isd ic tio n ;

147( ) -10-
Mew Text Underlined [DELETED TEXT BRACKETED]



( 3 )  the th ird -party adm in istra to r is in an unsound cond ition , o r  is in a 
condition o r  us ing m ethods o r  practices that rende r its fu rth e r transaction o f  insurance 
in ju riou s to p o lic y  h o ld e rs  o r the public.

* Sec. 16 . AS 2 1 .2 7  is am ended by adding a new  section  to a rtic le  4  to read:
Sec. 2 1 .2 7 .6 6 0 . D e fin it io n s . In A S  2 1 .2 7 .6 3 0  - 2 1 .2 7 .6 6 0 ,

( 1 )  "in su re r" includes the C om p rehen s ive  Hea lth  Insu rance 
A ssoc ia tion  created under A S  2 1 .5 5 .0 1 0  and any pe rson  issued o r  required to obtain a 
certificate o f  au tho rity  under th is title to transact li fe  insurance, annuities, and health 
insurance o r  to p rov id e  coverage fo r the cost o f  m ed ica l ca re ;

( 2 )  "transact" has the m eaning g iven in A S  2 1 .9 0 .9 0 0 .
* Sec. 17. A S  2 1 .2 7 .9 0 0  is amended by adding a new  pa rag raph  to read:

( 3 3 )  "appoin tm ent" means an act b y  a person ev idenc ing a grant o f  
au thority  to an o th e r to act on  the grantor's beha lf.

* Sec. 18. A S 2 1 .3 4 .0 4 0 (d )  is am ended to read:
(d ) A  nonadm itted insu re r may be e lig ib le  to p ro v id e  coverage in this state i f  it 

fu rn ishes to the d irec to r a copy o f  its cu rrent annua l statement that has been ce rtified  
by the insurer. E xcep t in the case o f  an a lie n  in s u re r , th e  [T H E ] statement sh a ll be 
p rov ided  n o t [N O ] m ore than six m onths a fte r the c lo se  o f  the period reported  upon 
and that is e ith e r f i le d  w ith and approved by the regu la to ry  au tho rity  in the d om ic ile  o f  
the nonadm itted insu rer, o r  ce rtified  by an accoun ting  o r auditing firm  licensed in the 
ju risd ic tion  o f  the insurer's dom ic ile . A n  a lie n  in s u r e r  s h a ll p ro v id e  th e  s ta tem en t 
n o t la te r  th an  n in e  m on th s  a f t e r  the c lo se  o f  the re p o r t in g  p e rio d . In the case o f  
an insurance exchange , the statement m ay be an aggregate com b ined  statement o f  a ll 
underw riting  synd icates opera ting during the pe riod  repo rted  upon .

* See. 19 . A S  2 1.3 4 .1 0 0 (a )  is amended to read:
(a ) W hen  su rp lus lines insurance is p laced , the su rp lu s lines brokei- sha ll 

p rom p tly  d e liv e r to the named insured o r  the p roduc ing  b roke r the p o licy  o r, i f  the 
p o lic y  is not then av a ila b le , a [C E R T IF IC A T E ,] c o ve r note, b inder, o r o ther evidence 
o f  insurance. T he [C E R T IF IC A T E ,] c o v e r note , b inder, o r  o ther ev idence o f  
insurance fo r  the nam ed insured sha ll be execu ted by the su rp lu s lines b roke r and must 
conta in a sum m ary  o f  a ll m ateria l facts that w ou ld  re g u la r ly  be included in the p o lic y .
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the descrip tion  and location o f  the sub ject o f  insurance, a  genera l d e sc rip tion  o f  the 
coverages o f  the insurance, the p rem ium  and rate charged and taxes to  be co llec ted  
from  the in su red , the name and address o f  the insu red , the name o f  each su rp lu s lines 
insu re r and the percentage o f  the entire risk  assum ed by each, the nam e o f  the surp lus 
lines b roke r, and the license number o f  the su rp lu s  lines b roker.

* Sec. 2 0 . A S  2 1 .3 4 .1 0 0 (0  is amended to read:
( 0  A  p ro d u c in g  b r o k e r  o r  o th e r  lic en see  m av  issue to a p e rs o n , o th e r  th an  

the n am ed  in su re d , a ce rt ific a te  [E V E R Y  C E R T IF IC A T E  IS S U E D  B Y  TH E  
P R O D U C IN G  B R O K E R  O R  O T H E R  L IC E N S E E ] as evidence o f  insurance 
negotiated , p laced , o r p rocured under th is chap te r. T h e  c e rt i fic a te  m ust bear the 
name o f  the su rp lu s lines b roke r, which m ay not be covered , concea led , o r  obscured 
by the p rodu c ing  b roke r, and the fo llow in g  legend in at least 10 -po in t type: "Th is is 
evidence o f  insu rance procured and deve loped  under the A laska  Su rp lu s  L ines Law . 
A S  2 1 .3 4 . It is no t covered by the A la ska  Insurance G uaran ty  A ssoc ia tion  Act. 
A S  2 1 .8 0 ."

* Sec. 2 1 . A S  2 1 .3 6 .0 3 0 (a )  is amended to read:
(a ) A  pe rson  m ay not m ake, issue, c ircu la te , broadcast, o r  have made, issued, 

c ircu la ted , o r  broadcast an estim ate, c irc u la r, statement, illu s tra tion , com parison , 
a s se rt io n , o r  o the r w ritten , e le c tro n ic , o r  o ra l presentation that

( 1 )  m isrepresents the benefits , advantages, cond ition s , sponsorsh ip , 
source , o r  te rm s o f  an insurance p o lic y ;

( 2 )  m isrepresents the d iv idends o r  share o f  the su rp lu s to be received 
on an insu rance p o lic y ;

( 3 )  m isrepresents an insu rance p o lic y  as being a share o r  shares o f
stock ;

( 4 )  makes a fa lse o r  m is lead ing  statement as to the d iv idends o r shares 
o f  the su rp lu s p rev iou s ly  paid on  an insurance p o lic y ;

( 5 )  m isrepresents o r  m akes a m is lead in g  statement as to the financ ia l 
cond ition  o f  an insu rer o r as to the lega l re se rve  system  upon w h ich  a life  insurer 
operates ;

( 6 )  uses a name o r  title o f  an insu rance p o lic y  o r c lass o f  insurance
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p o lic ie s  m isrepresenting its true nature;
( 7 )  is a m isrep resen tation  fo r  the pu rpose o f  induc ing , o r  that tends to 

induce the lapse, fo rfe itu re , exchange, conve rs ion , o r  su rrende r o f  an insu rance po licy ;
( 8 )  is a m isrep resentation  fo r  the pu rpose o f  e ffe c tin g  o r tending to 

e ffe c t a p ledge o r assignment o f  o r  loan against an insurance p o lic y ;
( 9 )  appears to be an actual p o lic y  fo r  a named ind iv idu a l when it is 

m e re ly  an advertisem ent;
( 1 0 )  does not c le a r ly  designate the nam e o f  the in su re r p rov id ing  the 

cove rage  o r about which the statements are m ade; o r
(1 1 )  is in any o ther way m is lead ing , fa ls e , o r  decep tive .

* Sec. 2 2 . A S  2 1 .3 6 .0 3 0 (a )  is am ended to read:
(a ) A person may no t m ake , issue, c ircu la te , b roadcast, o r  have made, issued, 

c ircu la ted , o r  broadcast an estim ate, c ircu la r, statement, i llu s tra t io n , com paiison , 
asse rtion , o r o th e r w ritten, e lec tron ic , o r  o ra l presentation that

( 1 )  m isrepresents the benefits , advantages, cond ition s , sponsorsh ip , 
sou rce , o r  terms o f  an insurance p o lic y  o r  a h ea lth  d isc ou n t p la n :

( 2 )  m isrepresents the d iv idends o r  share o f  the su rp lu s to be received 
on  an insurance p o lic y :

( 3 )  m isrep resents an insurance p o lic y  as being a share o r shares o f
s to ck ;

( 4 )  makes a fa lse  o r  m is lead ing  statement as to the d iv idends o r shares 
o f  the su rp lus p rev iou s ly  paid on an insu rance p o lic y ;

( 5 )  m isrep resents o r  m akes a m is lead ing  statement as to the financ ia l 
c o nd ition  o f  an insu rer o r as to the lega l reserve system  upon w h ich n life  insurer 
ope ra tes ;

( 6 )  uses a nam e o r  title o f  an insurance p o lic y  o r  c lass o f  insurance 
p o lic ie s  m isrepresenting its true nature;

( 7 )  is a m isrep resentation  fo r  the pu rpose o f  induc ing , o r  that tends to 
induce the lapse, fo rfe itu re , exchange, conve rs ion , o r su rrende r o f  an insurance po licy ;

( 8 )  is a m isrep resentation fo r  the pu rpose o f  e ffe c tin g  o r tending to 
e f fe c t a p ledge o r  assignment o f  o r  loan  against an insu rance p o lic y :
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( 9 )  appears to be an actual p o lic y  fo r  a nam ed ind iv idua l when it is 
m e re ly  an advertisem ent;

( 1 0 )  does not c le a r ly  designate the name o f  the in su re r p rov id ing  the 
coverage o r about which the statements are m ade; [O R ]

( 1 1 )  is in any o the r w ay m is lead ing , fa lse , o r  deceptive^
(1 2 )  m is re p re s e n ts  a h ea lth  d is c o u n t p la n  as a fo rm  o r  type  o f

in su ra n c e ;
(1 3 )  d e sc r ib e s  a h ea lth  d isc ou n t p la n  u s in g  com m on  in su ra n c e  

te rm in o lo g y ; o r
( 1 4 )  m is re p re se n ts  th a t a h e a lth  d is c o u n t p la n  is u n d e rw rit te n  bv 

o r  assoc ia ted  w ith  an in s u r e r .
* Sec . 2 3 . A S 2 1 .3 6  is am ended by adding a new section to read :

Sec. 2 1 .3 6 .0 6 5 . L im ita t io n  on ow n e r c o n t r o l le d  a n d  c o n t r a c to r  c o n t ro lle d  
in su ra n c e  p ro g ra m s , (a )  An ow ner con tro lled  insu rance p rog ram  o r  a con tractor 
con tro lled  insurance p rog ram  is sub ject to both A S  2 1 .3 9  and AS 2 1 .4 2 . must be 
approved by the d irec to r, and sha ll be a llow ed  o n ly  fo r  a m a jo r construc tion  p ro ject. 
O w ner con tro lled  and con trac to r con tro lled  insuranc e p rog ram s are lim ited  to p rope rty  
insurance as de fined  in A S  2 1 .1 2 .0 6 0  and casua lty  insu rance as de fined in 
A S  2 1 .1 2 .0 7 0 .

(b ) In this section , an ow ner con tro lled  o r con trac to r c on tro lle d  insured 
p rog ram  does not inc lude

(1 )  bu ilder's risk  o r course o f  construc tion  insu rance ;
( 2 )  insurance re la ting  to the transporta tion  o f  ca rgo o r o th e r p rope rty ;
( 3 )  insu rance cove rin g  one o r m ore a f fi lia te s , subsid ia ries , partners, o r  

jo in t  venture partners o f  a person ; o r
( 4 )  insurance p o lic ie s endorsed to name one o r  m o re  persons as 

add itiona l insureds.
(c ) In this section .

( 1 )  "con trac to r" m eans a person w ho meets the de fin ition  o f  
"con trac to r" in A S  0 8 .1 8 .1 7 1  and w ho undertakes the p e rfo rm ance  o f  a construction 
p ro je c t fo r a p ro jec t ow ner, its agent, o r  its representative:

CSHB 147( ) - 1 4 -

New Texz Underlined [DELETED TEXT BRACKETED]



1 ( 2 )  "con tracto r con tro lled  insu rance p rog ram " means an insurance
2  prog ram  where one o r m ore insurance p o lic ie s are p rocu red  on  b eh a lf o f  a  con tractor,
3 its agent, o r  its representative, by its insurance p roduce r, as de fined in A S  2 1 .2 7 .9 0 0 ,
4  f o r  the pu rpose o f  insu ring the contractor and one o r  m ore  o f  the fo llow in g :
5 (A )  the pro jec t ow ner;
6  (B )  a subcontractor;
7 (C )  an architect;
8 (D )  an engineer; o r
9  (E )  a person p e rfo rm ing  p ro fe ss ion a l services;

10 ( 3 )  "m a jo r construction p ro jec t" m eans the process o f  constructing a
11 structure, bu ild ing , fac ility , o r  roadw ay o r m a jo r ren ova tion  o f  m ore than 5 0  percent o f
12 an ex isting structure , bu ild ing , fac ility , o r roadw ay hav ing  a contract cost o f  m ore  than
13 $ 5 0 ,0 0 0 ,0 0 0  o f  a de fin ite  term at a g eog raph ica lly  de fin ed  p ro jec t site;
14 ( 4 )  "ow ne r con tro lled  insurance p rog ram " m eans an insurance program
15 I where one o r  m ore  insurance po lic ies are p rocu red  on  b e h a lf o f  a p ro je c t ow ner, its
16 agent, o r  its rep resen tative , by its insurance p roduce r, as de fined  in AS 2 1 .2 7 .9 0 0 . fo r
17 the purpose o f  insu ring the pro ject ow ner and one o r  m ore  o f  the fo llow in g ;
18 (A )  the contractor;
19 (B )  a subcontractor;
2 0  (C )  an architect;
n 1 (D )  an engineer; o r
2 2  (E )  a person p e rfo rm ing  p ro fe ss ion a l serv ices;
23  ( 5 )  "p ro jec t owner" means a person w ho, in the course o f  the person's
2 4  business, engages the servi .e o f  a con trac to r fo r  the pu rpose o f  w o rk in g  on a
25  construction  p ro jec t;
2 6  ( 6 )  "subcontractor" m eans a person to w hom  a contractor sub lets a ll o r
2 7  part o f  a con tractor's in itia l undertaking.
2 8  * Sec. 2 4 . AS 2 1 .3 6  is am ended by adding a new section to read:
2 9  Sec. 2 1 . 3 6 / 55. Health discount plans, (a )  A  pe rson  m ay not s e ll, market,
3 0  p rom ote , advertise , o r  otherw ise distribute a hea lth  d iscoun t p lan unless
31 ( 1 )  each advertisement, p o licy , docum ent, in fo rm ation , statement, o r
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29
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31

o th e r com m un ica tion  regard ing the hea lth  d iscoun t p lan  and the plan i t s e l f  contain a 
statement, in bo ld  and p rom inen t type, that the health d iscount p lan  is no t insu rance;

( 2 )  the d iscounts o ffe re d  under the health  d iscoun t p lan are sp ec ific a lly  
au tho rized  by a contract with each p ro v id e r o f  the serv ices o r  supp lies listed in 
con ju n c tion  w ith the p lan ;

( 3 )  the health d iscount p lan  states the name, address, and te lephone 
num ber o f  the adm in istra to r o f  the p lan ;

( 4 )  the person makes re ad ily  ava ila b le  to the consum er a com plete , 
accurate , and up-to-date lis t o f  p rov ide rs pa rtic ipa ting  in the p lan that o f fe r  discounted 
hea lth  care se rv ices o r supp lies in the consum er's lo ca l area and the d iscoun ts o ffe red  
by the p rov id e rs ;

( 5 )  the person p rov ides the con sum er the righ t to cance l the health 
d iscoun t p lan  w ith in  3 0  days a fte r pu rchase o f  the p lan ; and

(6 )  the person p rov ides the consum er w ith a fu ll re fund  o f  a l l  payments 
made, excep t fo r  a nom ina l p rocessing fee , w ith in 30 days a fte r n o tific a t io n  o f  
c an ce lla tion  o f  the p lan  under ( 5 )  o f  this subsection .

(b ) T he d irec to r m ay adopt regu la tion s to im p lem ent this sec tion  and to 
es tab lish  add itiona l requirements intended to p roh ib it u n fa ir o r decep tive practices 
re la ting  to hea lth  discount plans.

* Sec. 2 5 . A S  2 1 .3 6 .1 9 0  is amended by adding a new  subsection to read:
( f )  E xcep t as p rov ided in A S  2 1 .3 6 .0 6 5 , an insurer, w hether au th o rized  or 

unau tho rized , m ay not underw rite an ow ne r con tro lled  insurance p rog ram  or 
con tra c to r c o n tro lle d  insurance p rog ram . In  this subsection , "ow ne r con tro lled  
in su rance p rog ram " and "con trac to r c on tro lle d  insu rance p rog ram " have the meanings 
g iven  in A S  2 1 .3 6 .0 6 5 .

* See. 2 6 . A S  2 1 .3 6 .1 9 5  is amended to read:
Sec . 2 1 .3 6 .1 9 5 . S u rp lu s  lin es b r o k e r s  a n d  in su ra n c e  p ro d u c e rs ; p ro h ib ite d  

ac ts . A  su rp lu s lines b roke r o r an insu rance p roduce r m ay not fa i l to p rov id e  evidence 
o f  insu rance , [A F F ID A V IT S , ]  filin g s , o r  repo rts , o r  fa il to m aintain the records , o r fail 
to pay the taxes and fees, required under A S  2 1 .3 4 .

* Sec. 2 7 . A S  21 .51  is amended by adding a new  section  to read:

CSHB !47( ) -16-
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Sec. 2 1 .5 1 .4 0 5 . R a te  re q u ire m e n ts . Rates charged fo r  a hea lth  insurance 
p o lic y  m ay not be excessive, inadequate, o r  u n fa ir ly  d isc rim ina to ry .

* Sec . 2 8 . A S  2 1 .5 5 .5 0 0 (1 6 )  is amended to read :
(1 6 )  "p lan adm in istra to r" m eans an [T H E ] e lig ib le  en tity  th a t is 

lic en sed  as a th ird -p a r tv  a d m in is t ra t o r  u n d e r  A S 2 1 .2 7 and  is se lected by the 
board and approved by the d irec to r to adm in is te r a state p lan :

* Sec . 2 9 . A S  2 1 .6 6 .0 8 0 (a ) is amended to read :
(a ) E ve ry  com pany, on  o r  b e fo re  M arch  1 o f  each yea r, sh a ll fu rn ish  the 

d ire c to r o r  th e  d ire c to r 's  designee a sw o rn  statement o f  assets and lia b ilit ie s , and o f  
a ll tit le  prem ium s received by it du ring the preceding ca lend a r year, setting out* among 
othe r thingSj the amounts that have been set aside and held by it in an account required 
under A S  2 1 .1 8 .0 7 3 . The reporting  fo rm a t fo r  a g iven y e a r is the m ost recently 
app roved  N ationa l A ssociation  o f  In su rance C om m iss ione rs  A nnua l Financia l 
S tatem ent b lank fo rm  and instruc tions, supp lem ented fo r  add ition a l in fo rm a tion  as 
requ ired  by the d irector. The d ire c to r m ay require the statem ent to be filed  on 
e lec tron ic  media. The statement must a lso  sh ow  a ll unpaid losses and c la im s upon 
title insu rance po lic ies o f  which the title insu rance com pany has rece ived due notice in 
w riting  from  o r on b eh a lf o f  the insured . W ith  the filing  o f  the s ta tem en t the title 
insu rance com pany shall pay a f i lin g  fee set under A S  2 1 .0 6 .2 5 0 .

* Sec. 3 0 . A S  2 1 .6 6 .0 8 5 (b ) is amended to read:
(b )  A  quarterly fin anc ia l statem ent, i f  requ ired , is due 4 5  [6 0 ]  days a fte r the 

end o f  the quarter to which it app lies,
* Sec. 3 1 . A S  2 1 .9 0 .9 0 0 (4 2 )  is amended to read:

(4 2 )  "th ird -party adm in is tra to r" means a person  whO j fo r  residents o f  
th is state, o r fo r  residents o f  another ju r isd ic tio n  from  a p lace o f  business in this state, 
p e rfo rm s  adm in istrative functions inc lud ing  c la im s adm in istra tion  and payment, 
m arke ting  adm in istrative functions , p rem ium  accounting , p rem ium  b illin g , coverage 
v e rific a t io n , underw riting au tho rity , o r  ce rtifica te  issuance in conn ec tion  w ith  life- 
in s u ra n c e . an nu itie s , h ea lth  in su ra n c e , o r  the p ro v is io n  o f  c o v e ra g e  fo r  the cost o f  
m ed ic a l c a re  [R E G A R D  T O  L IF E  IN S U R A N C E , H E A L T H  IN S U R A N C E , O R  
A N N U IT IE S ] ;
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* Sec . 3 2 . A S 2 1 .9 0 .9 0 0 (4 3 )  is amended to read:
( 4 3 )  " t ra n sa c t/ w ith respect to insu rance o r  th e  p ro v is io n  o f  c ove rag e  

f o r  m ed ic a l c a re , inc ludes
(A )  so lic ita tion  and inducem ent;
(B )  p re lim in a ry  negotia tions;
(C )  e ffec tuation  o f  a contract o f  insu rance o r  the p ro v is io n  o f  

c o v e rag e  f o r  m ed ic a l c a re ;
(D )  transaction o f  matters subsequent to e ffec tuation  o f  the 

contract o f  insu rance o r  the p ro v is io n  o f  c o v e ra g e  f o r  m ed ic a l c a re  and
arising ou t o f  it;

* Sec . 3 3 . A S  2 1 .9 0 .9 0 0  is am ended by adding a new parag raph to read :
( 4 5 )  "hea lth  discount p lan " m eans a ca rd , p rog ram , device, 

a rrangem ent, con tract, o r  m echanism  that pu rports to o f fe r  d iscoun ts o r  access to 
d iscounts on hea lth  care se rv ices o r supp lies and that is not insu rance o r that does not 
p rov id e  coverage fo r  se rv ice s o r  benefits regu la ted under A S  2 1 .8 6  o r  A S 2 1 .8 7 .

* Sec . 3 4 . A S  2 1 .2 4 .0 4 0 (b ) ;  A S  2 1 .2 7  3 3 0 (b ). and 2 1 .2 7 .6 5 0 (p )  are repea led .
* Sec. 3 5 . The un cod ified  law  o f  the State o f  A la ska  is am ended by add ing a new  section to 

ead:
T R A N S IT IO N : R E G U L A T IO N S . The d irec to r o f  insu rance m ay proceed to adopt 

egu la tions to im p lem en t the changes made by secs. 2 2 , 2 4 , and 33  o f  this Act. 1 he 
egu la tions take e ffe c t under A S  4 4 .6 2  (A dm in istra tive  P rocedu re  A c t), but not be fo re the 
ffc c tiv e  date o f  secs. 2 2 , 2 4 , and 33  o f  this Act.
* Sec . 3 6 . Sections 2 2 , 2 4 , and 33  o f  this Act take e ffe c t Ju ly  1, 2 0 0 5 .
* Sec . 3 7 . E xcept as p rov id ed  in sec. 36  o f  this Act. this A c t takes e ffe c t im m ediate ly under 

,S 0 1 .1 0 .0 7 0 (c ) .
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FIS C A L N O TE

STATE OF ALASKA
2<K)5 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title O m n ib u s  In su ra n c e

Fiscal N t̂e Number
Bill Version:
(H) Publish Date:

D ept.  Affected  
'R D U

1

HB 147
2 /1 4 /05

C o m m e rc e
I n s u r a n c e  (116)

C o m p o n e n t  In s u ra n c e  O p e ra t io n s
S p o n s o r
R e q u e s te r

R u le s
By R e q u e s t  o f  the  G o v e rn o r

Expenditures/Revenues

C o m p o n e n t  No. 

(Thousands of Dollars)

354

Note A m o u n ts  do  n o t  inc lude inflation u n le s s  o th e rw ise  n o ted  below
O PE R A T IN G  EX PE N D IT U R E S FY 2006 FY 2007 FY 2008 FY 2 009 FY 2010 FY 2011
P erso n a l  S e rv ic e s
Travel
C ontrac tual
S up p lies
E qu ipm ent
Land & Structi. ; s
G ra n ts  & Claim s
M isce l laneous

3 5 0 36.0 37 .0 3 8 .0 40  0 41 0
0 .0 0 0 0 .0 0  0 0 .0 0 0
1 0 0 0 0 0 0 .0 0 .0 0.0
2 5 0 0 0 0 0 .0 0 0 0.0

TOTAL O P E R A T IN G 38.5 36.0 37.0 38.0 4C.0 41.0

CAPITAL EX PE N D IT U R E S

CHA NGE IN RE V E N U E S (

FUND S O U R C E ______________________________________________________ ( T h o u s a n d s  o f  Dollars)
1002  Fed era l  R e c e ip t s
1003 GF M atch
1 004 GF
1005 G F /P ro g ra m  R e c e ip ts  
1037  GF/M enta l  Health
O th e r  (Specify Type-Do not abbreviate)

38  5 3 6 .0 37  0 38  0 4 0  0 4 I 0

TOTAL 38.5 36.0 37.0 38.0 40.0 41.0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY 2005) c o s t :  0 0
Mark th is  b o x  (X) if f u n d in g  fo r  th i s  bill Is i n c l u d e d  in t h e  G o v e r n o r ' s  F v  2 0 0 5  b u d g e t  p r o p o s a l :  

POSITIONS
Full-time 1 1 1 1 1 1
Part-t ime
Tem porary

ANALYSIS: IAttach a separate page it necessary/

A Consumer Services Specialist will need to be added to respond to additional inquiries from the public on 
the union health trust fund provisions

P re p a re d  by Linda S Hall. D irec tor  __________________________ P h o n e  9 0 7  2 6 9  7900
Division In s u ra n c e  D a te /T im e 2 /1 4 /0 5  9 48 AM

Approved by E Jgar Blatchford, Commissioner_________________________ Date 2/14/2005
Agency Commerce. Community & Economic Development___________
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FIS C A L N O TE

2005 LEG IS LAT IVE SESSION Bill V ersion  C SH B  147(L&C)
(H) Pub lish  D a te  4 / 1/05____________

STATE OF ALASKA Fiscal Note Number: 2____________

Revision Date/Time (Note if correction):________________________ D e p t  A ffe c ted _____________ C o m m e rc e
Title O m n ib u s  In su ra n c e _________________________________RDU In s u ra n c e  (116)________
______________________________________________________________________C o m p o n e n t  In s u ra n c e _______________
S p o n s o r  R u le s  by r e q u e s t  of the  Governor__________________ ________________________________________
R e q u e s te r  H o u s e  Labor  & C o m m e rc e _________________________ C o m p o n e n t  No. 354

Expenditures/Revenues______________________________ (Thousands of Dollars)__________
Note:  A m o u n ts  d o  n o t  inc lude inflation u n l e s s  o th erw ise  n o ted  be low
O PER A TIN G  EX PEN D ITU R ES FY 2006 FY 2007 FY 200 8 FY 2 00 9 FY 2010 FY 2011
P erso n a l  S e rv ic e s  
Travel 
Contrac tual 
S upp lies  
Equ ipm en t  
Land & S truc tu res  
G ran ts  & Claim s 
M iscel laneous

0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

TOTAL O P E R A T IN G 0.0 0.0 0.0 0.0 0 0 0.0

CAPITAL EX PEN D ITU R ES

CHANGE IN R E V E N U E S ( )

FUND S O U R C E    ( T h o u s a n d s  o f  Dollars)
100 2  Fed era l  R ec e ip ts
1003  G F  M atch
1004 GF
1 005 G F /P ro g ram  R e c e ip ts  
1037 GF/M ental  Health
O th er  (Specify T yoe-Do not abbreviale)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY2005) c o s t :  0 0
M ark th is  b o x  (X) if f u n d in g  fo r  th i s  bill is  i n c lu d e d  in t h e  G o v e r n o r ' s  FY 2006  b u d g e t  p r o p o s a l :  

POSITIONS
Full-time
Part-t ime
Tem porary

ANALYSIS: (Attach a separate page if necessary)

This legislation does not have a fiscal impact on the operations of the division since there are no union 
health trust sections in the current version

P re p a re d  by Linda S  Hall, Director___________________________________________________ P h o n e  907  2 6 9  7900
Division In s u ra n c e  D a te /T im e  3 /29/05 5 58  PM

Approved by Edgar Blatchford Commissioner______________________________ Date 3/29/2005
Agency Commerce, Community, and Economic Development_________
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F IS C A L  N O TE

2 0 0 5  LEG IS LAT IVE SESSION Bill Version :  S C S  C SH B  147(FIN)
(S) P ub l ish  D a te  5/6 /05________________

STATE OF ALASKA Fiscal Note Number: 3_______________

Revision Date/Time (Note if correction):_________________________ Dept. A f fe c te d ____________ C o m m e rc e
Title O m n ib u s  In su ra n c e RDU In su ra n c e  (116)

C o m p o n e n t I n su ra n c e
S p o n s o r  R u le s
R e q u e s t e r  S e n a t e  FINANCE C o m p o n e n t  No. 3 54

E x p e n d i t u r e s / R e v e n u e s (Thousands of Dollars)
Note A m o u n ts  d o  n o t  include inflation u n le s s  o th erw ise  n o te d  below
O PE R A T IN G  EX PE N D IT U R E S FY 2006 FY 200 7 FY 200 8 FY 200 9 FY 2010 FY 2011
P e rso n a l  S e rv ic e s 3 5 0 36.0 3 7  0 3 8 .0 4 0  0 41.0
Travel 0 .0 0 .0 0 .0 0 .0 0 .0 0.0
Contrac tual 1.0 0 0 0 .0 0 .0 0 .0 0 .0
S u p p lie s 2.5 0 0 0 0 0 .0 0 .0 0.0
E qu ipm en t
Land  & S t ru c tu res
G ra n ts  & C la im s
M isce l lan eo us

TOTAL O P E R A T IN G 38.5 36.0 37 .0 38.0 40.0 41.0

CAPITAL EX PE N D IT U R E S

CH A N G E IN R E V E N U E S ( ) I

FUND S O U R C E ( T h o u s a n d s  of Dollars)
1(X)2 F ed era l  R e c e ip t s
1003 GF Match
1 0 0 4  GF
100 5  G F /P ro g ra m  R e c e ip ts
1 037  GF/M enta l  Health
1156  R ec e ip t  '"up po r ted  S e rv ic e s 38  5 36  0 3 7  0 3 8  0 4 0 0 41 0

TOTAL 38.5 36.0 37.0 38.0 40.0 41.0

E s t im a te  of  a n y  c u r r e n t  y e a r  (FY2005) c o s t : 0 0
M ark th is  b o x  (X) if f u n d in g  fo r  th i s  bill is i n c l u d e d  in t h e  G r n o r ’s  FY 2 006  b u d g e t  p r o p o s a l :  i

POSITIONS
Full-time
Part- t ime
T em po rary

ANALYSIS: (Attach a separate page if necessary)

A Consumer Services Specialist will need to be added to respond to additional inquiries from the public on 
the union health trust fund provisions

P r e p a r e d  by Linda 3  Hall, Director______________________________________________  P h o n e  907-269-79C0
Division i n s u ra n c e  D a te /T im e 5/6/05 11 33  AM

Approved by Edgar Blatchford, Commissioner_________________________  Date 5/6/2005___
Agency Commerce, Community & Economic Development____________
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S en a te  C S  for C S  fo r  H ouse  147 (Vers ion  Y)

T h e  b i l l  p r o p o s e s  c h a n g e s  t h a t  w i l l m a k e  th e  r e g u la t io n  o f in s u r a n c e  m o re  
e f f i c ie n t f o r  th e  D iv i s io n  o f I n s u r a  c e , m o re  u n i f o r m  fo r  in d u s t r y  a n d  a t th e  
s a m e  t im e  g iv e  g r e a te r p r o t e c t io n  f o r  A la s k a  in s u r a n c e  c o n s u m e r s .

C h a n g e s  i n  th e  S e n a te  CS

1. S e c t io n  1 -  C h a n g e s  la n g u a g e  r e g a r d in g  th e  d i r e c t o r ’s e x a m in a t io n s  f r o m  
“ c o n s id e r s  a d v is a b le ” to  “ h a s  r e a s o n a b le  c a u s e ”

2 . S e c t io n  3 1  -  A d d s  a  s t r e a m l in e d  v e r s io n  o f f i l i n g  r e q u i r e m e n ts  a n d  
m in im u m  s ta n d a r d s  fo r  u n io n  h e a l t h  t r u s t s

S p e c i f ic  p r o v is io n s  a re  s u m m a r iz e d  i n  th e  a t t a c h e d  d o c u m e n t

C u r r e n t  s t a t u t e  (A S 2 1 .0 3 .0 2 1 ) s ta t e s  t h a t a n y  e n t i t y  t h a t  p r o v id e s  c o v e ra g e  
f o r  th e  c o s t o f m e d ic a l c a re  m a y  b e r e g u la t e d  b y  D iv is io n  u n le s s  i t  s h o w s  i t  
is  r e g u la t e d  b y  a n o t h e r  s ta te  a g e n c y  o r  th e  F e d e ra l G o v e r n m e n t

3 . S e c t io n  3 2  -  A d d s  a  d e f in i t i o n  o f s e l f - f u n d e d  g o v e r n m e n ta l p la n



SENATE CS FOR CS FOR HOUSE 147 (VERSION Y)

STREAMLINED HEALTH TRUST PROVISIONS

A .  F I L I N G  R E Q U I R E M E N T S

1 . A u d i t e d  F i n a n c i a l S t a t e m e n t s

2 . A c t u a r i a l  M e m o r a n d u m

a . A d e q u a c y  o f  r e s e r v e s , c o n t r i b u t i o n  r a te s , s t o p  lo s s  

p o l i c y

b . F i n a n c i a l c o n d i t i o n  o f  th e  p la n

3 . N a m e  a n d  c o n t a c t  i n f o  f o r  p la n  a d m i n i s t r a t o r

B . M I N I M U M  R E Q U I R E M E N T S

1. T r u s t  A g r e e m e n t

2 . B o n d  -  S a m e  a s E R I S A

3 . S t o p  L o s s  P o l i c y

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

5 . P r o v i d e  p la n  d e s c r i p t i o n  t o  p a r t i c i p a n t s



C . A D D I T I O N A L  S T A N D A R D S  F R O M  C U R R E N T  S T A T U T E

1 . 2 1 . 0 3  -  S c o p e  o f  C o d e

2 . 2 1 . 0 6  -  D i r e c t o r  a u t h o r i t y  f o r  h e a r i n g s  &  o r d e r s

3 . 2 1 . 0 7  -  M a n a g e d  C a r e  -  I n t e r n a l &  E x t e r n a l R e v i e w  -  

U t i l i z a t i o n  -  r e q u i r e s  s o m e o n e  w i t h  p r o f e s s i o n a l 

c r e d e n t i a l s

4 . 2 1 . 0 9  -  R e c o r d s  r e q u i r e d

5 . 2 1 . 1 8  -  R e s e r v e s

6 . 2 1 . 3 6  -  T r a d e  p r a c t i c e s

7 . 2 1 . 4 2  -  M a n d a t e s

8 . 2 1 . 5 4  -  G r o u p  H e a l t h  s u c h  a s H I P P A

9 . 2 1 . 7 8  -  R e h a b i l i t a t i o n  &  L i q u i d a t i o n  

1 0 . 2 1 . 9 0  - D e f i n i t i o n s



HB 147
Health Trust Insurer

Certificate of Authority Yes
Deposit $300,000
Capital & Surplus Up to 5.2 Million
Risk Based Capital Analysis Yes
Reserves Statute 21.18 Statute 21.18
Audited Annual Statement Traditional CPA Yes Statutory 120 pages
Non-Audited Quarterly Yec
Biographical Afidavits Yes
Prem ium Tax Yes
License Fees $2,250
Fidelity Bond ERISA/$500,000 Max Domestic Companies
Actuarial Opinions Yes Yes



G e n e r a l  F u n d  C o n t r i b u t i o n s  to  th e  H e a l th  T r u s t s

F ig u r e s  f r o m  th e  D iv i s io n  o f F in a n c e

A S E A  $ 6 6 , 0 0 0 , 0 0 0
P S E A  $  3 , 6 0 0 , 0 0 0
M M P  $ 6 1 7 , 0 0 0
L o c a l 7 1  $ 1 2 , 3 0 0 , 0 0 0
N E A  $  1 7 9 ,0 0 0

T o ta l $ 8 2 , 9 9 6 , 0 0 0



PUDUC
EMPLOYEES

JIM ASHTON
Business Manager/ 
Secretary-Treasure r

ROBERT JOHNSON
President

HEADQUARTERS
2510 Arctic Blvd. 
Anchorage, Alaska 99503 
FAX (907) 279-7171 
(907)276-7211

212? .-.irport Way 
. airtianks, Alaska 99701 
FAX (907) 456-1771 
(907) 452-5024

710Wesl 9th Street 
Juneau, Alaska 99801 
FAX (907) 586-5757 
(907) 586-6993

O pposition to A laska S tate L egislature H ouse Bill 147 
Sections 31 and 32

Summary: Sections 31 and 32 of HB 147impose unnecessary regulation and costly 
administrative burden on Trust health plans which were established through the
collective bargaining process to provide benefits to state employees.

Imposes a Costly A d  ninistrative Burden

•  The bill would require the Trusts to file actuarial reports and other documents. 
Two annual reports would be required, as well as a report each quarter, The estimated 
cost to the Trust in actuarial fees to produce the required filings is a minimum o f
$40,000-150,000, assuming the actuary was already fam iliar with the plan. The fees 
could increase significantly if  the actuary were not already familiar with the plan. In 
addition, we anticipate administrative costs and legal fees related to these filings.
•  The Division o f  Insurance will bear additional administrative expenses in order 
to review and process these filings.
• The State and State employees will also bear this administrative burden. The 
funds held by the Trusts’ health plans are to be used to provide health benefits to plan 
participants. Every dollar that is diverted to administrative expenses is a dollar that is not 
available to provide health benefit coverage.

Interferes With Collective Bargaining

•  This bill would allow tne State to unilaterally determine the benefits to be 
provided to covered participants, because the Trust would be required to comply with all 
State-mandated benefits, the State-mandated requirements fi*r the plan administered by 
the Department o f  Administration, and regulations adopted by the director. Although the 
Trust plans currently provide coverage at a level that is as high as or higher than what is 
mandated by the State, the Trust benefits are tailored to the participant group. The Trusts 
were originally created through the collective bargaining process in order to allow the 
health benefit contributions to be used in auch a way to better benefit participants.
•  Under this regulation, the Trust would be required to provide any additional 
information requested by the director, “relating to the financial condition, transactions, 
and affairs o f  the plan.” This requirement could be used, to the State’s advantage, during 
the collective bargaining process.

Im 11jscs Reguiremenrs which may be Impossible to Meet

•  The bill requires that the Trust “establish and maintain a plan o f  operation that 
ensures that the plan will remain solvent as certified to by a qualified actuary." It is 
unlikely that an actuary would assume the liability to “ensure” solvency o f  any health  
plan.
• The bill requires filing o f  contribution rates at least 60 days before the end of the 
plan year (June 30 for both the PE71 and ASEA plans). The employer contribution is



funded by the legislature, and historically the funding has not been passed by the 
legislature early enough to enable this filing.

Is Unnecessary

•  Each o f  the Trusts was approved by the Division o f  Retirement and Benefits and 
has an existing Letter o f  agreement in place allowing the provision o f  coverage to the 
members o f  the sponsoring union.
• Each Trust plan is subject to PHSA, HIPAA, COBRA, WHCRA, FMLA, 
(JSERRA, MHPA and other federally mandated requirements.
•  The Trusts are also regulated by the IRS and have received tax-exempt 
determination letters as qualified voluntary employee beneficiary associations and must 
comply with all o f  the Treasury Regulations associated with VEBA qualification.
•  The Trusts already report to the State under the term s o f  the LOAs.
•  Both the PE71 and ASEA plans voluntarily com ply with the fiduciary standards 
set forth in ERISA. The Trustees are fiduciaries, receive fiduciary training, are insured as 
fiduciaries, and purchase fidelity bonds to protect against dishonesty,
•  The Trust plans already provide Summary Plan Descriptions to covered 
participants.
•  The Trust plans undergo an annual audit by a qualified independent certified 
public accounting firm qualified in employee benefit plan audits. The participants are 
entitled to a copy o f  the audit results.
•  Participants have an opportunity to appeal denied benefit claims; ;f  they are 
dissatisfied with the appeal determination, the participant m ay arbitrate, and if  
dissatisfied with the decision o f  the arbitrator may file suit in State Superior Court.
•  The Trusts are subject to the jurisdiction o f  the State o f  Alaska Superior Courts.


