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I n s u r a n c e  L e g is la t io n  
I I B  170 

S e c t io n a l  A n a ly s is  b y  the  
D e p a r tm e n t  o f  C o m m e r c e ,  C o m m u n i t y  a n d  E c o n o m ic  D e v e lo p m e n t

D iv is io n  o f  In s u r a n c e

S e c t io n  I .  A S  21.09.200 In s u r e r  a n n u a l  a u d i t e d  f in a n c ia l  re p o r t .
T hese  sections requ ire  the insurer to engage a ce rt if ied  p u b l ic  accountant to conduc t an 
annua l aud it and subm it  reports to the d iv is io n .

Subsect ion  (g) spec if ies  that the aud it report f i l i n g  is due by  June 1 o f  each year unless 
the d irector exempts  the insurer based on  f in a n c ia l or organ iza t iona l ha rdsh ip  or extends 
the due da le  based on a s h ow in g  b y  the insure r that they have  met standards for an 
ex tens ion g iv e n  in  regu la t ions . T h e  d irec tor m ay  requ ire  an insurer to f i le  the aud it report 
before June 1 for good  cause and 90 days advance  no t ice  to the insurer. T h e  aud it report 
mus t be prepared b v  a q u a l i f ie d  independen t ce rt if ied  p u b l ic  accountan t and the insurer 
must no t ify  the d irec to r o f  the aud itor engaged  to conduc t  the aud it .

Subsec t ion  (h) requ ires the insurer to f i le  a w r itten report on any un rem ed ia tcd  mater ia l 
weaknesses in  in terna l contro l o ve r f in a n c ia l  report ing  w h ic h  are no ted du r ing  the audit. 
T h e  f i l in g  m us t be no later than 60 days after the f i l i n g  o f  the aud it report.

Subsect ion  (i) says that the d irector m ay  adopt regu la t ions to requ ire  the insurer lo  f i le  a 
report on in terna l contro l o v e r  f in an c ia l reporting . T h e  interna l contro l report sha l l be 
f i le d  on  the date sp e c if ie d  by the director.

Subsect ion  (j) says that any  add it io na l in fo rm a t io n  the d irector requ ires to supp lem en t the 
reports requ ired  in  subsect ion (h) and (i) must a lso be f i le d  by  the date sp e c if ie d  by  the 
d irector. T h e  f i le d  reports on  interna l con tro l arc co n f id en t ia l docum ents .

Subsect ion  (k) requ ires that an aud it com m it te e  sha l l be des ignated in  accordance w ith  
regu lat ions . T h e  aud it  c om m it te e  w i l l  h ire  the q u a l i f ie d  independen t ce rt if ied  p u b l ic  
accountant registered w ith  the d iv is io n  lo  conduc t the annua l aud it and sha l l m on ito r  
serv ices perfo rm ed by  the ce r t if ie d  p u b l ic  accountant. I f  no  aud it com m it te e  is 
des ignated b y  the insurer , the w ho le  g o v e rn in g  board o f  the insurer is d eem ed  to be the 
aud it com m itte e .

Subsec t ion  (1) requ ires the ce rt if ied  p u b l ic  accountant to no t ify  the aud it c om m it te e  or 
g o ve rn in g  board o f  the insurer in  w r it in g  that the insurer has m isstated its f in a n c ia l 
c o nd it io n  as reported to the d irec tor o r that the insurer does not meet m in im u m  cap ita l 
and surp lus requ irem en ts  o f  statute. A n  insurer r e c e iv in g  such a report sha l l forward a 
co p y  to the d irector . T h e  ce rt if ied  p u b l ic  accountant sha l l forward the report to the 
d irector un less the insurer p rov ides  e v id e n c e  that the report has been forwarded to the 
d irector.



Section 2. AS 21.09.270(0 R etalia to ry  fee exclusions.

Subsection (f) is amended to include additional references to tax credits or tax exclusions 
that are not to be included in the retaliatory fee calculation for health insurers. These 

• credits are not to result in increasing the retaliatory fee nor is the retaliatory fee 
calculation to result in negating the credit granted to an insurer to reduce premium tax 
due. The additions are for premium tax credits for payments by insurers to the 
Comprehensive Health Insurance Association, for gifts to colleges, and for contributions 
to the Alaska Fire Standards Council.

Section 3. AS 21.21.410 Custodian of insurer assets.
This section specifies new requirements for custodians of the assets of an insurance 
company.

Subsection (a) specifics that a custodian may only be a bank, trust company, securities 
firm or clearing corporation who is properly authorized by the insurer and approved by 
the director.

Subsection (b) allows that when securities are deposited with a clearing corporation the 
certificates representing securities of the same class of the same issuer mav be merged 
and held in bulk in the name of the nominee of the clearing corporation with any other 
securities deposited by any person, regardless of ownership of such securities.
Certificates representing securities of small denominations may be merged into one or 
more certificates of larger denominations. The records of a custodian must at all times 
show which securities arc held for which insurer accounts including when the securities 
arc in a clearing corporation through the custodian. Securities may be transferred by 
bookkeeping entry on the books of the clearing corporation without physical delivery.

Subsection (c) requires that a custodial agreement between an insurer and the custodian 
be in writing and authorized by a resolution of the board of directors of the insurer or an 
authorized committee of the board. The terms of the agreement must comply with 
requirements of the director as adopted in regulations.

Section 4. AS 21.34.030(a) W orkers’ compensation written in the surplus lines 
market.
The amendment to Subsection (a) changes the written document requirement from a 
directive by the director to an order of the director when allowing workers compensation 
insurance to be written by a nonadmitted insurer.

Section 5. AS 21.34.170 Monthly report of surplus lines broker.
'flic amendment to subsection (a) is tc remove the need for the monthly report to be 
verified with a notarization.



Section 6. AS 21.34.900 (9) Definition of wet m arine and transportation insurance. 
The amendment to paragraph (9) is to clarify that only one or more of the described 
coverages may be present to have insurance defined as wet marine and transportation 
insurance. All of the described coverages need not be present to be wet marine and 
transportation insurance.

Section 7. AS 21.36.060 Materially false or misleading statements.
The addition of subsection (c) prohibits a person from making or causing to be made 
materially false or misleading statements or omitting or causing another to omit any 
material fact necessary to make other statements made not misleading to an accountant in 
connection v ith a report required under AS 21.09.200.

The addition of subsection (d) prohibits a person from taking action to coerce, 
manipulate, mislead or fraudulently influence an accountant performing an audit under 
AS 21.09 200 if the person knew or should have known that the action would make the 
financial statement materially misleading.

Section 8. AS 21.42.405 High deductible health plan.
This new section specifies in subsection (a) that a health care insurer may have deductible 
or copayment requirements on health care insurance plans that qualify as high deductible 
health plans.

Subsection (b) limits the deductible or copayment requirement to the minimum amount 
necessary to qualify '.lie plan as a high deductible health plan and not violate another 
provision of the insurance statutes in Title 21.

Subsection (c) specifics that the meaning of “high deductible health plan" is as is given in 
the Internal Revenue Code at 26.U.S.C. 223.

Section 9. AS 21.55.220(f) Prem ium  Tux Credit.
The amendment to subsection (0 specifics that the premium tax credit given in this 
subsection for payments by an insurer to the Comprehensive Health Insurance 
Association is not to be included in the calculation of retaliatory fee in AS 21.09.270.
The calculation of the retaliatory fee is not to negate the effect on an insurer of this 
premium tax credit to lower taxes owed.

Section 10. AS 21.79.040 Alaska Life and Health Insurance G uaranty  Association 
m em ber insurer.
The amendment to subsection (a) clarifies that a member insurer as defined in AS
21.79.900 is a member as a condition of the insurer’s authority to transact insurance in 
Alaska.



Section 11. AS 21.79.900 Definition of member insurer.
The amendment to paragraph (10) clarifies that a member insurer is one that is licensed to 
transact in Alaska the kinds of insurance covered by the Alaska Life and Health 
Insurance Guaranty Association.

Section 12. AS 21.89.070 Prem ium  Tax Credit.
A new subsection is added to clarify that a premium lax credit that is earned by a gift to a 
college allowed in AS 21.89.070(a) is not to be included in the calculation of retaliatory 
fee in AS 21.09.270. The calculation of the retaliatory fee is not to negate the effect on 
an insurer of this premium tax credit to lower taxes owed.

Section 13. AS 21.89.075 Prem ium  Tax Credit.
A new subsection is added to clarify that a premium tax credit that is earned by a gift to 
the Alaska Fire Standards Council allowed in AS 21.89.075 is not to be included in the 
calculation of retaliatory fee in AS 21.09.270. The calculation of the retaliatory fee is not 
to negate the effect on an insurer of this premium tax credit to lower taxes owed.

Section 14. Regulations.
The director may adopt regulations necessary to implement this act but the regulations 
may not take effect prior to the effective date of the statutory changes.

Section 15. Effective date.
The effective dale of Section 1 and 3 regarding the filing of an annual audit report by an 
insurer and the custodian of insurer assets is January 1, 200S except that subsection (i) of 
AS 21.09.200 in Section I of the bill regarding the filing of a report from management 
describing internal control over financial reporting will be effective on December 31,
2010 and subsection (k) of AS 21.09.200 in Section I of the bill regarding the 
designation of an audit committee by an insurer will be effective on January 1, 2010.

Section 16. Effective date.
The authority in Section 14 to adopt regulations to implement this act takes effect 
immediately.

Section 17. Effective date.
All sections of the act are effective on July 1, 2007, except Sections 15 and 16 that 
specify different effective dates for Section 1, 3 and 14.
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A BILL 

FOR AN ACT ENTITLED

"A n Act relating to annual audit reports by insurers, to custodians of insurer assets, to 

writing workers' compensation insurance by surplus lines insurers, to reports by surplus 

lines insurers, to the definition of 'wet marine and transportation insurance,' to false or 

misleading financial statements concerning insurance audits, to high deductible health 

plans, to retaliation for obligations, prohibitions, o r  restrictions imposed on Alaska 

insurers by other states o r  countries, and to the membership of the Alaska Life and 

Health Insurance G uaranty  Association: and providing for an effective date."

BE IT ENACTED BY T H E  LEGISLATURE OF TH E  STATE OK ALASKA:

* Section I. AS 21.09.200 is amended by adding new subsections to read:

(g) An insurer shall file with the director or the director’s designee an annual 

audited financial report for the previous year by June 1 of each year unless, under a 

regulation adopted by the director, the director grants an exemption based on a finding

US MB 17()( )
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1 that filing an annual audited financial report would constitute a financial or

2 organizational hardship on the insurer. The filing date for the annual audited financial

3 report may be extended by the director upon showing that the standards established by

4 regulation have been met. If the director gives the insurer 90 days' advance notice, and

5 for good cause, the director may require an insurer to file an audited financial repoit

6 earlier than June 1 of each year. The annual audited financial report must be prepared

7 by a qualified independent certified public accountant. An insurer shall notify the

8 director of the certified public accountant engaged to conduct the audit and issue the

9 annual audited financial report.

10 (h) Within 60 days after filing the annual audited financial report under (g) of

11 this section, the insurer shall file a written report on any unrcmediated material

12 weakness in internal control over financial reporting noted during the audit.

13 (i) The director may adopt regulations *'.;al require the insurer to file a report

14 from management describing internal control over financial reporting. An insurer shall

15 file the report on internal control by the date specified by the director. I

16 (j) If the director requires the submission of additional information, the insurer

17 shall supplement the reports required by (h) and (i) of this section by the date specified

IS by the director. The reports on internal control filed with the director under (h) and (i)

19 of this section are confidential and subject to the provisions of AS 21.06.060.

20 (k) In accordance with regulations adopted by the director, an insurer shall

21 designate an audit committee to engage a qualified independent certified public

22 accountant to conduct the annual audit. The audit committee shall oversee services

23 performed by the certified public accountant. If an insurer docs not designate an audit

24 committee, the entire governing board of the insurer is considered to be the audit

25 committee for purposes of this subsection.

26 (/) The certified public accountant conducting the annual audit required by (g)

27 of this section shall notify the governing board of the Insurer or the audit committee in

28 writing of a determination by the certified public accountant that the insurer has

29 materially misstated its financial condition as reported to the director or that the

30 insurer does not meet the minimum capital requirements and surplus requirements of

31 this title as of the date of the balance sheet currently under audit, An insurer that has

WORK D R A F T  WORK D R A F T  25-LS0609VE
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received a report under this subsection shall forward a copy to the director. The 

certified public accountant shall also forward the report to the director unless the 

insurer provides evidence satisfactory to the certified public accountant that the report 

has been forwardea to the director.

* Sec. 2. AS 21.09.270(f) is amended to read:

(f) For purposes of the application of (a) of this section, a health care insurer* 

as defined in AS 21.54.500, may not include

m  taxes, assessments, or other similar obligations on health care 

insurance premiums received from the state, a municipality, a city or borough school 

district, a regional educational attendance area, the University of Alaska, or a 

community college operated by the University of Alaska^

(2) an offset reducing the prem ium  tax payable under 

AS 21.55.220(0:

(3) a tax credit allowed for tiifts to colleges u n d e r  AS 21.89.070; or

(4) a tax credit allowed for prcti unfilled cash contributions to the

Alaska Fire Standards Council under AS 21.89.075. [IN THIS SUBSECTION, 

"HEALTH CARE INSURER" HAS THE MEANING GIVEN IN AS 21.54.500.]

* Sec. 3. AS 21.21.410 is repealed and reenacted to read:

Sec. 21.21.410. Custodian of insurer assets, (a) The custodian for assets, 

securities, or investments of the insurer may be only a bank, trust company, securities 

firm, or clearing corporation that is properly authorized by the insurer and approved 

by the director.

(b) When securities are deposited with a clearing corporation, certificates 

representing securities of the same class of the same issuer may be merged and held in 

bulk in the name of the nominee of the clearing corporation with any other securities 

deposited with the clearing corporation by any person, regardless of the ownership of 

the securities, and certificates representing securities of small denominations may be 

merged into one or more certificates of larger denominations. The records of any 

custodian through which an insurer holds securities in a clearing corporation must 

show that the securities are held for the insurer and for which accounts of the insurer. 

Ownership of, and other interest in. the securities may be transferred by bookkeeping

-.1- (.’SI I It 17I){ )
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entry on the books of the clearing coqjoration without physical delivery of certificates 

representing the securities.

(c) A custodial agreement between an insurer and an institution holding the 

assets, securities, or investments of the insurer must be in writing and must be 

authorized by a resolution of the board of directors of the insurance company or of an 

authorized committee of the board. The terms of the custodial agreement must comply 

with the requirements of the director.

* Sec. 4. AS 21.34.030(a) is amended to read:

(a) Workers' compensation insurance may be placed in and written by a 

nonadmitted insurer if

(1) the director considers it in the best interest of the public and issues 

an order [A DIRECTIVE] to that effect;

(2) the insurance is written in accordance with this chapter; and

(3) all conditions established for writing workers' compensation 

insurance in a nonadmiltcd market receive compliance.

* Sec. 5. AS 21.34.170(a) is amended to read:

(a) A surplus lines broker shall file with the director on or before the end of 

each month, on forms prescribed by the director, a [VERIFIED] report of all surplus 

lines insurance, by type of insurance as required lo be reported in the annual statement 

that must be filed with the director by admitted insurers. The report must include all 

surplus lines insurance transactions during the preceding calendar month showing the 

aggregate gross premiums written, the aggregate return premiums, the amount of 

aggregate tax remitted to this state, and the amount of aggregate lax remitted to each 

other state for which an allocation is made under AS 2 1.34.180.

* Sec. 6. AS 21.34.900(9) is amended to read:

(9) "wet marine and transportation insurance" means one or more of

the following:

(A) insurance upon, of interest in, or relating to vessels, crafts, 

hulls, except vessels of 50 displacement tons or less;

(II) insurance of marine builders risks, marine war risks, and 

contracts of marine protection and indemnity insurance;

CSI1H 17ll( 4*
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(C) insurance of freight and disbursements pertaining to a 

subject of insurance coming within this paragraph; or [AND]

(D) insurance of personal property and interests in personal 

property, in course of exportation from or importation into a country or in the 

course of coastal or inland water transportation, including transportation by 

land, water, or air from point of origin lo final destination in connection with 

any and all risks or perils of navigation, transit, or transportation, and while 

being repaired for and while awaiting shipment, and during any delays, 

transshipment, or reshipment incident to them.

* Sec. 7. AS 21.36.060 is amended by adding new subsections :o read:

(c) A person may not, directly or indirectly, in connection with an audit, 

review, or communication required under AS 21.0'*,200

(1) make or cause to be ma a materially fa1.sc or misleading 

statement to an accountant; or

(2) omit to state or cause another person lo omit to state any material 

fact necessary in order to make other statements made not misleading to an 

accountant.

(d) A person may not, directly or indirectly, take any action to coerce, 

manipulate, mislead, or fraudulently influence any accountant engaged in the 

performance of an audit under AS 21.09.200 if that person knew or should have 

known that the action, if successful, could result in rendering the insurer's financial 

statement materially misleading.

* Sec. S. AS 21.42 is amended by adding a new section to read:

See. 21.42.405. High deductible health plan, (a) A health care insurer that 

offers, issues, delivers, or renews a health care insurance plan in this stale may a,.ply 

deductible or copayment requirements to health care benefits and services that qualify 

the health care insurance plan as a high deductible health plan.

(b) A health care insurer may only apply a deductible or copayment 

requirement to health care benefits or services under (a) of this section to the extent, 

and in the minimum amount necessary, to qualify the health care insurance plan as a 

high deductible health plan and to the extent that the deductible or copayment
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1 requirements do not violate another provision of this title.

2 (c) In this section, "high deductible health plan" has the meaning given in 26

3 U.S.C. 223 (Internal Revenue Code).

4 * Sec. 9. AS 21.55.220(f) is amended to read:

5 (0 A member may offset 50 percent of the amount of the assessment under

6 this section as a premium tax credit reducing the premium tax payable by the member

7 under AS 21.09.210. The offset shall apply to the lax levied for the calendar year

8 following an annual determination of each member's liability under (d) of this section.

9 The offset may not reduce the premium tax payable by a member to less than zero or

10 create a premium tax credit for the member. An unused offset may be carried over to

11 the immediately following calendar year. An offset made under this .subsection is

12 not subject to AS 21.09.270.

13 * Sec. 10. AS z 1.79.040(a) is amended to read:

14 (a) There is established as a nonprofit legal entity the Alaska Life and Health

15 Insurance Guaranty Association. Each member insurer [AN INSURER THAT

16 ISSUES AN INSURANCE POLICY DESCRIBED IN AS 21.79.020(b)] shall be a

17 member of the association as a condition of the insurer’s authority to transact

IS insurance in this state. The association shall perform its functions under a plan of

19 operation established and approved under AS 21.79.080 and shall exercise its powers

20 through the Board of Governors established under AS 21.79.050. For purposes of

21 administration and assessment, the association shall maintain the following accounts:

22 (1) the health insurance account; and

23 (2) the life insurance and annuity account, including the following

24 subaccounts:

25 (A) life insurance account;

26 (B) annuity account that must include annuity contracts owned

27 by a governmental retirement benefit plan, or its trustee, qualified under 26

28 U.S.C. 401, 26 U.S.C. 403(b), or 26 U.S.C. 457 (Internal Revenue Code), but

29 that otherwise excludes unallocated annuities; and

30 (C) unallocated annuity account that must exclude contracts

3 1 owned by a governmental retirement benefit plan, or its trustee, qualified under
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26 U.S.C. 401, 26 U.S.C. 403(b), or 26 U.S.C. 457 (Internal Revenue Code).

* Sec. 11. AS 21.79.900(10) is amended to read:

(10) "member insurer" means an insurer licensed to transact insurance

in the state for which coverage is provided [THAT ISSUES A POLICY

DESCRIBED] in AS 21.79.020 [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 licensed under

AS 21.86;

(B) a fraternal benefit society licensed under AS 21.S4;

(C) a mandatory state pc.ar.g plan;

(D) a mutual assessment company or an entity that operates on 

an assessment basis;

(E) an insurance exchange licensed under AS 21.75;

(F) a hospital or medical service organization licensed under

AS 21.87;

(G) an organization that has a license or certificate limited lo 

the issuance of charitable gift annuities; or

(II) an entity similar to one described under (A) - (G) of this

paragraph;

* Sec. 12. AS 21.89.070 is amended by adding a new subsection to read:

(d) A contribution allowed as a tax credit under this section is not subject to 

AS 21.09.270.

* See. 13. AS 21.S9.075 is amended by adding a new subsection to read:

(c) A contribution allowed as a lax credit under this section is not subject to 

AS 21.09.270.

* See. 14. The uncodificd law of the State of Alaska is amended by adding a new section to 

td:

TRANSITION: REGULATIONS. The director of insurance may immediately proceed

WORK DRAFT WORK DRAFT 25-LS0609VE

-7-
Naw T o x t  U n d e r l i n e d  tD i:i,i:n -D  TBXT BRACKETED]

CSIIB 17(»( )



1 to adopt regulations under AS 21.06.090 necessary to implement this Act. The regulations

2 take effect under AS 44.62 (Administrative Procedure Act), but not before the effective date

3 of the statutory changes.

4 * Sec. 15. Sections 1 and 3 of this Act take effect January 1, 2008, except that

5 AS 21.09.200(i), enacted by sec. 1 of this Act, takes effect on Dccember31, 2010, and

6 AS 21.09.200(k), enacted by sec. 1 of this Act, takes effect on January 1, 2010.

7 * Sec. 16. Section 14 of this Act takes effect immediately under AS 01.10.070(c).

S * Sec. 17. Except as provided in secs. 15 and 16 of this Act, this Act takes effect July 1, 

9 2007.
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A L A S K A  S T A T E  L E G IS L A T U R E
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S p o n s o r  S t a t e m e n t  

H B  1 7 0  I n s u r a n c e

HB 170 re la tes  to the accredita tion  of the Division of In su ran ce  an d  inc ludes  o ther 
m inor clarifying changes  to the insurance code.

The Bill requ ires  th a t  insurers  su b m it  an  au d it  report to the Director each year and  o ther 
in ternal control rep o rts  if requ ired  by the Director. The Certified Public A ccountant 
p e rfo rm in g  a u d i t  services for the  insurer m ust be qualified  a n d  in d ep en d en t  and  m u s t  
reg ister w ith  the  Director. The bill also prohib its  a p e rso n  from  m ak in g  false or 
m is lead ing  s ta tem en ts  to an  aud ito r . This reporting  is an  accredita tion s tan d a rd  and  is 
req u ired  in o rd e r  to be  u n ifo rm  w ith  o the r states and  m ain ta in  accredita tion  of the 
D ivision of Insurance .

MB 170 p u ts  req u irem en ts  on  custod ians  of insurer assets. It specifies w h o  m ay act as a 
cu s to d ian  an d  requ ires  they be ap p ro v ed  by the Director. The bill specifies how  
c learing  co rp o ra t io n s  m ay  ho ld  assets. All custodial ag reem en ts  m u s t be in  w riting  an d  
in com pliance  w ith  requ irem en ts  of the Director. These ru le s  are  necessary  lor the 
secure  control of asse ts  of an  insu re r  and  will be accredita tion  requ irem ents .

The bill a lso  clarifies lan g u ag e  in several sections by a d o p t in g  w o rd in g  tha t is consistent 
w ith  s im ilar w o rd in g  in o th e r  sections, rem oving  unn ecessa ry  notarization  
requ irem en ts ,  an d  clarifying definitions.



In su ran ce  Legislation

Sectional Analysis by (lie 
Department of Commerce, Community and Economic Development

Division of Insurance

Section 1. AS 21.09.195 Registration for annual preparer of an insurer’s audited 
financial report.
This section has been added to require the director lo establish a system of registration of 
certified public accounts vvno will be conducting audits on Alaska insurance companies.

Section 2. AS 21.09.200 Insurer annual audited financial report.
These sections require the insurer to engage a certified public accountant tc conduct an 
annual audit and submit reports to the division.
Subsection (g) specifies that the audit report filing is due by June 1 of each year unless 
the director exempts the insurer brsrd on financial or organizational hardship or extends 
the due date based on a show..  ̂ uy me insurer that they have met standards for an 
extension given in rcgu'ations. The director may require an insurer to file the audit report 
before June 1 for good cause and 90 days advance notice to the insurer. The audit report 
must be prepared by a r"alificd independent certified public accountant registered with 
the director.
Subsection (h) requires the insurer to tile a written report on any unrcniediatcd material 
weaknesses in internal control over financial reporting which arc noted during the audit. 
The filing must be no later than 60 days after the filing of the audit report.
Subsection (i) says that the director may require for good cause that tiie insurer file a 
report on internal control over financial reporting. The internal control report shall he 
tiled on the date specified by the director.
Subsection (j) says that any additional information the director requires to supplement the 
reports required in subsection (h) and (i) must also be filed by the date specified by the 
director. The filed reports on internal control are confidential documents.
Subsection (k) requires that nn audit committee shall be designated in accordance with 
regulations. The audit committee will hire the qualified independent certified public 
accountant registered with the division to conduct the annual audit and shall monitor 
services performed by the certified public accountant. If no audit committee is 
designated by the insurer, the whole governing board of the insurer is deemed to be the 
audit committee.
Subsection (1) requires the certified public accountant to notify the audit committee or 
governing hoard of the insurer in writing that the insurer has misstated its financial 
condition as reported to the director or that the insurer does not meet minimum capital 
and surplus requirements of statute. An insurer receiving such a report shall forward a 
copy to the director. The certified public accountant shall forward the report to the 
director unless the insurer provides evidence that the report has been forwarded to the 
director.



Section 3. AS 21.21.410 Custodian of Insurer Assets.
This section specifies new requirements for custodians of the assets of an insurance 
company.
Subsection (a) specifics that a custodian may only be a bank, trust company, securities 
firm or clearing corporation who is properly authorized by the insurer and approved by 
the director.
Subsection (b) allows that when securities are deposited with a clearing corporation the 
certificates representing securities of the same class of the same issuer may be merged 
and held in bulk in the name of the nominee of the clearing corporation with any other 
securities deposited by any person, regardless of ownership of such securities. 
Certificates representing securities of small denominations may be merged into one or 
more certificates o f larger denominations. The records of a custodian must at all times 
show which securities are held for which insurer accounts including when the securities 
are in a clearing corporation through the custodian. Securil es may be transferred by 
bookkeeping entry on the books of the clearing corporation without physical delivery. 
Subsection (c) requires that a custodial agreement between an insurer and the custodian 
be in writing and authorized by a resolution of the board of directors of Ihe insurer or an 
authorized committee of the board. The terms of the agreement must comply with 
requirements of the director as adopted in regulations.

Section 4. AS 21.34.030(a) W orkers’ compensation written in the surplus lines 
market.
The amendment to Subsection (a) changes Iho written document requirement from a 
directive by the director to an order of the director when allowing workers compensation 
insurance to be written by a nonadmittcd insurer.

Section 5. AS 21.34.170 Monthly report of surplus lines broker.
The amendment to subsection (a) is to remove the need for the monthly report to he 
verified with a notarization.

Section 6. AS 21.34.900 (9) Definition of wet marine and transportation insurance. 
The amendment to paragraph (9) is to clarify that only one or more of the described 
coverages may be present to have insurance defined as wet marine and transportation 
insurance. All of the described coverages need not be present to have wet marine and 
transportation insurance.

Section 7. AS 21.36.060 Materially false or misleading statements.
Tho addition of subsection (c) prohibits a person from making or causing to be made 
materially Ihlse or misleading statements or omitting or causing another to omit any 
material fact necessary to make other statements made not misleading to an accountant in 
connection with a report required under AS 21.09.200.
The addition of subsection (d) prohibits a person from taking action to coerce, 
manipulate, mislead or fraudulently influence an accountant performing an audit under 
AS 21.09.200 if  the person knew or should have known that the action would make the 
financial statement materially misleading.



Section 8. AS 21.79.040 Alaska Life and Health Insurance Guaranty Association 
member insurer.
The amendment to subsection (a) clarifies that a member insurer as defined in AS
21.79.900 is a member as a condition of the insurer’s authority to transact insurance in 
Alaska.

Section 9. AS 21.79.900 Definition of member insurer.
The amendment to paragraph (10) clarifies that a member insurer is one that is licensed to 
transact in Alaska the kinds of insurance covered by the Alaska Life and Health 
Insurance Guaranty Association.

Section 10. Regulations.
The director may adopt regulations necessary to implement this act but t "cgulations 
may not take effect prior to July 1, 2007.

Section 11. Effective date.
The effective date of Section 3 regarding the custodian of insurer assets is January 1,
2.008.

Section 12. Effective date.
The authority in Section 10 to adopt regulations to implement this act takes effect 
immediately.

Section 13. Effective date.
All sections of the act are effective on July 1, 2007, except Section 11 and 12 that specify 
different effective dates for sections 3 and 10.


