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Proposed Legislation

Sec. 21.09.300. DISCLOSURE OF
MATERIAL TRANSACTIONS, (a) A domestic
insurer shall file a reportwith the director
disclosing m aterial acquisition and disposition
ofassets or a material nonrenewal,
cancellation, orrevision ofceded reinsurance
agreements unless the acquisition and
disposition ofassets or m aterial nonrenewal,
cancellation, oi revision ofceded reinsurance
agreements have been submitted to the director
farreview, approval, orinform ation purposes as
required fay this title .

(b) The reportrequired in (a) ofthis
section is due 15 days after the end ofthe
calendar month in which any reportable
transaction occurs. A complete copy ofthe
report,including any exhibits or other
attachments filed as a partofthe report, shall
be filed with the National Association of
Insurance Commissioners.

(c) Except as provided in this
Bection, a report obtained by or disclosed to the
director under this section is confidential, is not
subject to subpoena and may not be made
public by the director, the National Association
oflnsurance Commissioners, or any other
person, withoutthe prior written consentofthe
insurer subm itting the report. If the director,
after giving an insurer notice and an
opportunity to be heard, determines that the
interestofpolicyholders, shareholders, or the
public w ill served by publication ofthe report,
the director may publish all or any partofthe
reportin a mannerthe director determines
appropriate.

(d) A domestic insurer'sreportofan
acquisition or disposition ofan asset

JT/mme332.t

E xisting Statutes

Comments

Subsection (a) requires disclosure of m aterial
acquisition or disposition ofassets or m aterial
nonrenewal, cancellation, or revision ofceded
reinsurance agreements unless the transactions
have been submitted pursuant to other
provisions ofthe statute.

Subsection (b) reauires the report be filed 15
days after the end ofthe calendar month in
which the transaction occurs.

Subsection (c) requires thata copy ofthe report
also be filed with the National Association of
Insurance Commissioners (NAIC). 'Hie
subsection requires that the report be given
confidential treatment by the division, the
NAIC, or any other person, except sharing w ith
insurance departments ofother states, unless
the insurer gives prior written consentor
unless the director determines it is in the
interestofpolicyholders, shareholders, or the
public to publish the reportand gives the
insurer notice and an opportunity to be heard.

Subsection (d) gives the requirements for
reporting transactions ofm aterial acquisition or
disposition ofassets.
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(1) shall be made under (a)
ofthis section if the acquisition or disposition is
m aterial; for purposes ofthis subsection, an
acquisition or disposition, or the aggregate ofa
series of*elated acquisitions orrelated
dispositions during any 30-day period is
m aterial if it is nonrecurring, notin the
ordinary course ofbusiness, and involves more
than five percentofthe reporting insurer’s total
adm itted assets as reported in its mostrecent
statutory financial statement filed w ith the
division;

(2) mustbe made on asset
acauisition including each purchase, lease,
exchange, merger, consolidation, succession, or
other acquisition other than the construction or
developmentofreal property by or for the
reporting insurer or the acquisition of
m aterialfor such purpose.

(3) mustbe made on asset
disposition including each sale, lease, exchange,
merger, consolidation, mortgage, hypothecation,
assignmentforthe benefitofcreditors or
otherwise, abandonment, destruction, or other
disposition;

(4) mustinclude inform ation
on the

(A) date of
transaction;

(B) mannerof
acquisition or disposition;

(C) description ofthe
assets involved;

(D) nature and
amount ofthe consideration given or
received;

(E) purpose of, or

reason for, the transaction;

JT/mme332,jt 13

Comments

Pangraph (dXI) requires thatonly m aterial
transactions be reported and defines m aterial.

Paragraph (dX2) requires thatassetacquisition
and dispositions be reported other than the
developmentofreal property for the insurer or
acquisition of m aterial for such development.

Paragraph (dX3) lists the inform ation required
in the disclosure notice to the division: date,
mannerofacquisition or disposition, description
ofasset, consideration given or received,
purpose, mannerofdetermining amountof
consideration, gain or loss recognized or
realized, names ofpersons involved.

March 31, 19%
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(F) manner by which
the amountofconsideration was
determined;

(G) gain or loss

recognized or realized as a resultofthe
transaction; and

(H) names ofpersons
from whom the assets r«re acquired or
to whom the assets were disposed.

(e) A domestic insurer’s reportof
nonrenewal, cancellation, or revision ofa ceded
reinsurance agreement

(1) shall be made under (a)
ofthis section if the nonrenewal, cancellation,
or revision is m aterial, for purposes of this
section, a material nonrenewal, cancellation, or
revision is one that affecta (A) for property and
casualty business, including accident and
health business when written as property and
casualty business, more than 50 percentofan
insurer s ceded written premium; or (B) for life,
annuity, and accidentand health business,
more tnan 50 percent ofthe total reserve credit
taken for business ceded, on an annualized
basis as indicated in the insurer’'s most recently
filed statutory statement; however, a filing is
notrequired if the insurer's ceded written
premium or the total reserve credit taken for
business ceded represents, on an annual basis,
less than 10 percentofdirect written premiums
and assumed written premiums or 10 percentof
the statutory reserve requirement before a
cession:

(2) shall be filed without
regard to which party has initiated the
nonrenewal, cancellation, or revision ofceded
reinsurance whenever any ofthe following
conditions exist;

JT/mme332jt -14-

Comments

Subsection (e) gives the requirements for
reporting transactions of material nonrenewal,
cancellation or revision ofa ceded reinsurance
agreement.

Paragraph (eXIl) requires that only material
transactions be reported and defines material.

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

March 31, 194
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(A) the entire cession
has been canceled, nonrenewed, or
revised and ceded indem nity and loss
adjustment expense reserves after a
nonrenewal, cancellation, or revision
represent less than 50 percent of the
comparable reserves that would have
been ceded had the nonrenewal,
cancellation, or revision not occurred;

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

(C) collateral
requirements previously established for
unauthorized reinsurers have been
reduced, however, a report shall be filed
only if the result ofthe revision affects
more than 10 percentofthe cession;and

(3) mustinclude: Paragraph (e) (3) lists the inform ation required
in the disclosure notice to the division: effective
date, description of the transaction, initiator of
the transaction, purpose or reason, if
applicable, the identity of the replacement
reinsurer.

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

(B) description of the
transaction with an identification of the
initiator of the transaction:

(C) purpose of, or
reason for, the transaction; and

(D) if applicable, the
identity of the replacement reinsurers.
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(f) An insurer is required to report
in (a) of this section on a non-consolidated oasis
unless the insurer is partofa consolidated
group ofinsurers that utilizes a pooling
arrangementor 100 percent reinsurance
agreement that affects the solvency and
integrity of the insurer’s reserves ana the
insurer ceded substantially all ofits directand
assumed business to the pool. An insurer is
presumed to have ceded substantially all ofits
direct and assumed business to a poolif the
insurer has less than $1,000,000 total direct
written premiums and assumed written
premiums during a calendar year thatis not
subject to a pooling arrangement and the net
income ofthe business not subject to the
pooling arrangementrepresents less than five
percentofthe insurer’s capital and surplus.

Sec.2109.310. AUTHORIZATION OF
US.BRANCHES OF ALIEN INSURERS AND
GENERAL REQUIREMENTS, (a) This section
applies to all U.S. branches ofalien insurers
using this state as a state ofent™ to transact
the business ofinsurance in the United States.
Exceptas provided elsewhere in this title, the
United States branch is subject to all state laws
applicable to an insurer domiciled in this state.

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

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

(2) establishing a trust
under a trustagreementapprovedin writing by
the director v tn a United States bank
acceptable to the director in an amountno less
than the minimum basic capital or basic
guarantee surplus and additional maintained
surplus required under AS 21.09.070;

JT/me332. jit 18-

Comments

Subsection (0 requires that the report be made
on a non-consolidated basis unless the insurer
is part of a consolidated group which pools
substantially all ofits insurance losses. The
subsection defines "substantially all".

Subsection (a) states what companies to which
this section applies and requires that the U.S.
branch will be subject to an laws applicable to
an Alaska domiciled insurance company.

Subsection (b) ets out the requirements for
applying to use this state as a state ofentry.

March 3L, 19%
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(3) subm itting a copy ofits
charter and bylaws, if any, currently in force,
and other documents necessary to snow the
kind of business which it is authorized to
transact in its domiciliary jurisdiction;

m aterials submitted under this paragraph must
be attested to as accurate and complete Dy the
insurance supervisory official in the dom iciliary
jurisdiction, and mustinclude an English
translation if in a language other than English;

(4) submitting a full
statement, subscribed and affirmed as true by
two officers or equivalentresponsible
representatives in such manner as the director
prescribes, ofits financial condition as ofthe
dose ofits latest fiscal year, showing its assets,
liabilities, income dishursements, business
transacted, and other facts required to be
shown in its annual statement, as reported to
the insurance supervisory official in its
domiciliary jurisdiction; all documents
subm itted under this paragraph mustindude
an English translation if in a language other
than English;

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

(6) payment offees
established under AS 21.06.250.

(c) Before issuing or renewing a
certificate ofauthority to any United States
branch, the director may require satisfactory
proofthat the insurer does notintend to
transact business ofinsurance in violation of
the provisions of this title or thatis not
authorized by its charter. Proofrequired under
this subsection may include the alien insurer's
charter, an agreement evidenced bv a duly
certified resolution ofits board ofdirectors, or
other proofthat the director may require.

«vime332_jt
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Comments
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(d) The director may renew a
certificate ofauthority for a United States
branch if satisfied, by proofthe director may
require, that the insurer is notdelinquent with
respectto a requirementor qualification
imposed by this title and that its continuance
to transact the business ofinsurance in this
state will not be hazardous or prejudicial to the
bestinterest ofthe people ofthis state.

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

(1) to transacta kind of

insurance ora combination ofkinds of
insurance that are not permitted to be
transacted by domestic insurers in this state;

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

(3) if it fails to keep full and
correct entries of its transactions; records of
entries shallat all times be maintained in its
principal office within this state; or

(4) if it fails to comply with
arequirementor limitation ofthis title tnat is
notexempted from by another provision of this
title and thatis applicable to similar domestic
insurers and if, in thejudgmentofthe director,
the requirementor lim itation is necessary to
protect the interest ofthe policyholders;

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

JT/mme332jt -18-

Comments

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

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

Subsection (f) lists the condition* ofthe U.S.
branch which if they existed would prohibit the
director from issuing or renewing a certificate
ofauthority.

March 31, 194
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A United States branch shall
m aintain assets in the trustaccountin an
amountnotless than the United States
branch’s reserves and other liabilities, plus the
minimum basic capital or basic guarantee
surplus and additional maintained surplus
required under AS 21.09.070.

(h) A written trustagreement must
contain provisions that

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

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

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

(4) require that the trustee
continuously maintain a record sufficient to
identify the assets ofthe trustfund;

(5) require that the trusteed
assets consist only ofcash, investments eligible
for investmentofthe funds ofdomestic
insurers, and accrued interest on assets, if
collectible by the trustee, subject to the lim its
oninvestmentofthe funds by domestic insurers
under this title;

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

JT/me332. jit 419

Comments

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

Subsection (h) requires the U.S. branch to

m aintain assets in a trust accountin an
amount no less than the U.S. branches reserves
and other liabilities and minimum basic capital
and surplus.

March 31, 194
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(7) provide that withdrawals
ofan assetmay nothbe made or permitted by a
trustee without the prior written approval of
the director except

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

(B) to withdraw
funds deposited in another state und -
(A) of this paragraph if

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

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

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

(C) upon the specific
written direction of the United States
manager, who is duly authorized and is
acting under either general or specific
written authority previously given or
delegated by the board ofdirectors, to
substitute other assets as perm itted by
this title if ofatleastequal value and
quality to those withdrawn;or

(D) to transfer assets
to an official liquidator or rehabilitator
under an order ofa courtofcompetent
jurisdiction; or

JT/me332_jt
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Comments
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(E) if provided under
the terms of the written trust
agreement, to pay over to the United
States manager of the United States
branch, upon request, income,
dividends, or interest accum ulations of
the assets ofthe trust fund that are in
excess of the total trusteed assets
required to be maintained under (g) of
this section.

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

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

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

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

(J) The director may approve
written modifications of, or variations in, a
written trustagreementupon a finding that the
proposed changes are not prejudicial to the
interests of the people of this state or the
United States policyholders and creditors ofthe
United States branch.

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

JT/me332. jit

Comments

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

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

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

March 31, 194
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(1) The director, upon finding that
the requisites for the approval no longer exist,
may issue an order that withdraws approvalof
the written trust agreementand any
amendments toit. An orderissued under this
subsection takes effect 10 days after being
issued.

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

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

JT/mes2._jt
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Comments

Subsection (1) allows the director to conduct
examinations of trusteed assets and may

require the trustee to file statements as to the
trust fund.

Subsection (m) allows the director to withdraw
approval ofthe trust agreement, effective in 10
dayB, if the requirements for the agreement do
notnow exist.

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

March 31, 19%
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. (0) In a form prescribed by the Subsection (o) requires that annual and
director, each authorized United States branch quarterly financial statements relate only to
shall file with its annual and quarterly transactions within the United States and
statements a statement oftrusteed surplus states who must sign (he statement.

covering the same time period. The trusteed
surplus shall consist of the aggregate value of
the United States branch’s general state
deposits and assets deposited with a trustee
under this section, plus accrued interestincome
if the interest were collected by the states for
die trustees, less the aggregate netamountof
all its reserves and other liabilities in the
United States as determined under this
subsection. The items of securities and other
property held under trust deeds shall be
certified by the United States trustee. To
determine the netamountofthe United States
branch’s liabilities in the United States to be
reported in the statement oftrusteed surplus,
the United States branch shall adjust its total
liabilities reported on its accompanying annual
orquarterly statement as follows:

@) by adding back liabilities
used to offset adm itted assets reported in the
accompanying annual or quarterly statement;
and

(2) by deducting

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

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

(C) reinsurance
recoverables on paid losses from
unauthorized insurers that are included
as an assetin the annual statement,
butonly to the extent a liability for
unauthorized recoverables as described
in this paragraph are included in the
liabilities reportin the trusteed surplus
statement;
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(D) special state
deposits held for the exclusive benefit of
policyholders, or policyholders and
creditors, ofa particular state not
exceeding net liabilities reported for

that state;
. (E) secured accrued
retrospective premiums;
(F) if a life insurer
(i) the

amountofits policy loans to
policyholders within the United
States, not exceeding the
amountoflegal reserve reauired
on each affected policy; ana

(i) -the net
amountofuncollected and
deferred premiums; and

(G) other non-
truateed assets, upon a written finding
by the director that the other non-
trusteed assets secure liabilities in a
substantially similar manner to “iose
permitted under this subaectioi.

(p) In addition to the arnual and
quarterly statements and the statements of
trusteed surplus, the director may require
additional inform ation relating to total business
or assets, or any portion ofthem, ofthe alien
insurer or its United States branch.

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

(r) In this section,

(1) "trusteed assets" are the
assets maintained in a trust account under <g)
of this section;

JT/me32. jt

Comments

Subsection (p) requires thata statementof
trusteed surplus be filed with the annual and
guarterly financial statement and gives the
requirements for that statement.

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

Subsection (r) requires that a report of
examination ofthe U.S. branch include a
trusteed surplus statement.

Subsection (s) adds defnitions of the terms
"trusteed assets" and "United States branch"”

March 31, 194
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(2) "United States branch"
means the business unit through which
business is transacted within tne United States
by an alien insurer and the assets and
liabilities of the insurer within the united
States applicable to that business.

*Sec. 14. AS *.09.310(b) is repealed and

The repeal and reenactment of this subsection
reenacted to read:

included in Section 13 is to add that a trust
account must be in an amountnot less than
minimum capital and surplus nor less than the
risk based capital number. This section would
become effective when risk based capital
legislation is adopted.

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

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

(2) establishing a trust
under a trust agreement approved in writing by
the director with a United States bank
acceptable to the director in an amount no less
than the greater of

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

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

(3) submitting a copy ofits
charter and bylaws, if any, currently in force,
and other documents necessary to snow the
kind of business which it is authorized to
transactin its dom iciliary jurisdiction;
documents subm itted under this paragraph
mustbe attested to as accurate and complete by
the insurance supervisory official in its
domiciliary jurisdiction, and mustinclude an
English translation if in a language other than
English;
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(4) subm itting a full
statement, subscribed and affirmed as true by
two officers or equivalent responsible
representatives in a manner that the director
prescribes, ofits financial condition as of the
close ofits latest fiscal year, showing its assets
liabilities, income dishursements, business
transacted, and other facts required to be
shown in its annual statement, as reported to
the insurance supervisory official in its
domiciliary jurisdiction; all documents
subm itted under this paragraph mustinclude
an English translation if in a language other
than English;

(5) subm itting to an
examination under AS 21.06.120(d) at its
principal office within the United States, and
elsewhere if necessary, unless the director
accepts a full reportofthe insurer’s recent
exam ination ana the reporthas been certified
by the insurance supervisory official of the
insurer’s dom iciliary jurisdiction; and

(5) payment offees
established under AS 21.06.250.

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

(9) A United Stales branch shall
m aintain assets in the trustaccountin an
amountnotless than the United States
branch’s reserves and ether liabilities plus the
greater of

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

JT/me332. jit 26

Comments

The repeal and reenactment of this subsection
included in Section 13 is to add that the
trusteed assets maintained may not be less
than minimum capital and surplus or less than
the risk based capital number. This section
would become effective when risk based capital
legislation is adopted.
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*Sec. 16. AS 2112.020 (a)is amended to
read:

(a) Credit for reinsurance
transactions shall be allowed a domestic ceding
insurer as either an asset ora deduction from
liability on accountofreinsurance ceded only if
the reinsurance is ceded to an

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

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

JT/mes2. jt

Existing Statutes

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

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

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

Comments

The amendments to this subsection are to make
corrections for errors made when this section
was most recently adopted in 1992, The
amendments require tnat fora US branch ofa
non-US reinsurer to become accredited they
mustbe licensed in at leastone state that is
accredited by the National Association of
Insurance Commissioners (NAIC).
Accreditation is a program ofthe NAIC which
reviews state insurance divisions to determine
if they meet a setofstandards considered to be
the minimum necessary for effective regulation.
Other amendments recognize the addition of
incorporated members to group insurers (such
as Lloyd’'soflLondon) and require that the
incorporated member not be engaged in any
other business other than underwriting as a
member ofthe group.
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(A) files evidence
of submission fSUBMITS | to this
state’'sjurisdiction, submits to this
state’s authority to examine its books
and records under AS 21.06.120. is
licensed to transactinsurance or
reinsurance in atleastone state thatis
accredited by the National Association
ofInsurance Commissioners,or. in the
case ofa United States branch ofan
alien adm ltied insurer,is entered
through and licensed to transact
insurance or reinsurance in atleast
one state thaiis accredited bv the
NationalAssociation oflnsurance
mmissioners;1ANU PILES
DIRECTOR A
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ILE,AND] maintains at least
20,000,000 in policyholder surplus and
whose accreditation has not been
denied by the director within 90
days ofapplication to the director,
or maintains leas than 920,000.000
in policyholder surplus and wnose
application for accreditation has
been approved by the director;and
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(A) submits to this
state’sjurisdiction, submits to this
state’s authority to examine its books
and records, is licensed to transact
insurance or reinsurance in at least one
state thatis accredited by the National
Association of Insurance
Commissioners, and files annually with
the director a copy ofthe reinsurer’s
annual statement filed with the
insurance departmentofthe reinsurer’s
state ofdom icile and a copy of the
reinsurer’s mostrecentaudited financial
statement; or

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

Comments
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(C) file* annually
w ith the director a cony ofthe reinsurer's
annualfinancial statement filed with the
insurance departmentOTthe reinsurer's
state ofdom icile or state ofentry: ITfctJE
SUKkPLUs kkUUIKEMENTC
PARAGRAP
URANCE
RAP
G IN
N G

E
D
E

3) assuming insurer that is

domiciled in a state, or in the caseofa United
States branch ofan alien a—«ming insurer, is
entered through a state that is accredited by
the National Association of Insurance
Commissioners that employs standards
regarding credit for reinsurance ceded
substantially similar to thoae applicable under
(1) and (2) dat this subsection, the assuming
insurer maintains a policyholder surplus ofat
least $20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records; the surplus
requirements in this paragraph do notapply to

reinsurance ceded ana assumed under a pooling

arrangementamong insurers in the same
holding company system;

(4) assuming alien insurer
that

(A) m aintains a trust

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

JT/me332. jit

Existing Statutes

(3) assuming insurer that is
domiciled in a state, or in the case ofa United
States branch ofan alien assuming insurer, is
entered through a state accredited by the
National Association of Insurance
Commissioners that employs standards
regarding credit for reinsurance ceded
substantially similar to those applicable under
(1) and (2) ofthis subsection, the assuming
insurer maintains a policyholder surplus ofat
least $20,000,000, and the assuming insurer
submits to the authority of this state {0
examine its books and records; the surplus
requirements in this paragraph do not apply to
reinsurance ceded and assumed under a pooling
arrangementamong insurers in the same
holding company system;

(4) assuming alien insurer that

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

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

(i) on or
before March | ofeach year the
trustees shall reportin writing
to the director on the balance of
the trust and list the trust’s
investments at the end of the
preceding year, and shall certify
the dat? O¥term ination of the
trust, ITt0 planned, or certify
that the trust does not expire
before the following December
31

Existing Statutes

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

(ii)y on or before
March 1 ofeach year the
trustees shall reportin writing
to the director on the balance of
the trust and list the trust’s
investments at the end of the
preceding year, and shall certify
the date of termination of the
trust, if so planned, or certify
that the trust does not expire
before the following December
31

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

Existing Statutes

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

Comments
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(iv) in the
case ofa group,including
incorporated and I0F!
individual unincorporated
insurers, the trust shall consist
oftrust money representing the
group’s liabilities attributable to
Business written in the United
States and, in addition, include
a trust surplus notless than
$100,000,000; the
incorporated members ofthe
croon shallnothe encaged
m any business other than
underwriting asa memberof
the groan and shall be
subject to the same levelof
solvency regulation and
controltnrtne groan'’s
domiciliary regulator as are
the unincomorated
members; the group shall make
available to the director an
annual certification of the
solvency ofeach insurer TOF
THE INDIVIDUAL
UNINCORPORATED
INSURERS] by the group’s
dom iciliary regulator and by an
independent certified public
account,or.for a Canadian or
British insurer, an
independent Canadian or
British chartered
accountant;

Existing Statutes

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

Comments
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(v) in the
case ofa group of incorporated
insurers under common
administration that complies
with the reporting requirements
contained in (ii) ofthis
subparagraph, that has
continuously transacted an
insurance business outside the
United States for at least three
years immediately before
m aking application for
accreditation, that subm its to
this state’'s authority to examine
its books and records and bears
the expense ofthe examination,
and that has aggregate
policyholders’surplus of
$10,000,000,000, the trust shall
be in an amountequal to the
group’s several liabilities
attributable to business ceded
by United States ceding insurers
to a member ofthe group under
reinsurance contracts issued in
the name ofthe group, and the
group shall maintain a joint
trustee surplus, ofwhicn
$100 000,000 shall be held
jointly for the benefitof United
States ceding insurers ofa
member of the group as
additional security for the
group’s liabilities, and each
member of the group shall make
available to the director an
annual certification of the
member’s solvency by the
member's domiciliary regulator
and the member’'sindependent
certified public accountant, or.
for a Canadian or British
insurer,the member’s
independent Canadian or
Brinah~chariered
accountant; and

Existing Statutes Comments

(v) in the case of
a group ofincorporated insurers
under common adm inistration
that complies with the reporting
requirements contained in (ii) of
this subparagraph, that has
continuously transacted an
insurance business outside the
United States for at least three
years immediately before
m aking application for
accreditation, that submits to
this state’s authority to examine
its books and records and bears
the expense ofthe examination,
and that has aggregate
policyholders’ surplus of
$10,000,000,000, the trustshall
be in an amountequal to the
group’s several liabilities
attributable to business ceded by
United States ceding insurers to
amember ofthe group under
reinsurance contracts issued in
the name ofthe group, and the
group shall maintain a joint
trustee surplus, of whicn
$100,000,000 shall be held
jointly for the benefitof United
States ceding insurers ofa
member of the group as
additional security for the
group’s liabilities, and each
member ofthe group shall make
available to the director an
annual certification of the
member’s solvency by the
member’sdomiciliary regulator
and the member'sindependent
certified public accountant; and
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(B) reports annually
to the director inform ation substantially
the same as that required to be reported
on the National Association of
Insurance Commissioners’annual
statement form by licensed insurers to
enable the director to determine the
sufficiency of the trust fund;

(5) assuming insurer that
does not meet the requirements of (1) - (4) of
this subsection, but only with respect to the
insurance ofrisks located in jurisdictions where
the reinsurance is required by applicable law or
regulation ofthatjurisdiction.

*Sec. 7.
read:

AS 2118.060(b) is amended to

() The director may require that
the reserves be equal to the unearned portions
ofthe gross premiums in force after deducting
applicable reinsurance in solventinsurers .a
computed on each respective risk from the

policy’s date ofissue. [EXCEPTAS
REQUIRED BY THE DIRECTOR UNDER
THIS SUBSECTION, THE PORTIONS OF
THE GROSS PREMIUM IN FORCE, LESS
APPLICABLE REINSURANCE INSOLVENT
INSURERS,TO BE HELD AS AN UNEARNED
PREMIUM RESERVE SHALL BE COMPUTED
ACCORDING TO THE FOLLOWING TABLE
JT/me332_jt

Existing Statutes

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

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

Comments

The amendment to this section removes the
outdated method for determining unearned
premium on property/casualty policies and
requires a prorata determination of unearned
premium at any pointin time. Premium for
property/casualty policies is required to be
earned in the accounting records over the term
ofthe insurance policy. This change was
suggested by the NAIC accreditation team
during review ofAlaska insurance statute.
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TERM FOR WHICH POLICY RESERVE FOR UNEARNED
WAS WRITTEN PREMIUM

I YKAR Ok IKSS \/2
2 YEARS
ST YEAR
2ND YEAR
3YEARS
1ST YEAR
2ND YEAR
3RD YEAR
4YEARS
1ST YEAR
2ND YEAR
3RD YEAR
ATH YEAR
5YEARS
IST YEAR
2ND YEAR
3RD YEAR
ATH YEAR
5TH YEAR
OVER 5 YEARS
*Sec. 18
read:

(c) An [IN THE LIEU OF
compxjtahoN according to the
TABLE IN (b)OF THIS SECTION,THE]
insurer shall TATITS OPTION MAY] compute
allof the reserves on a monthly or more
frequent pro rata basis.

*Sec. 19. AS 2118.090 is amended to read:

JT/mme332jt

Existing Statutes

Term for Which Policy Reserve for Unearned

Was Written Premium
1 year or €SS s 1/2
2 years
IST VAT o s 3/4
2N0 YEAT s s s 1/4
3 years
Istyear
2nd year
3rd year
4 years
Ist year
2nd year
3rd year
4th year
5 years
IS T Y € @ T crsssssssssssssssmssssssssssssssssssssssssssssss 9/10
2nd year . . 17110
B YEAT s s s 172
4th year .. . 3/10
BEh YEAT s 1710
OVET D YEAN s pro rata

Comments

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

The amendment to this section removes the
outdated method for determining loss reserves
on liability and workers compensation policies
and allows accounting recognition of
determined and estimated losses. This change
was suggested by the NAIC accreditation team
during review ofAlaska insurance statute.
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Sec.2118.090.L0SS RESERVES,
LIABILITY INSURANCE,AND WORKERS"
COMPENSATION. Where required in the form
ofannual statement required of the insurer, the
reserve for outstanding losses under insurance
against loss or damage from accident to or
injuries suffered by an employee or other
person and for which the insured is liable shall
be computed as follows:

(1) for all liability claim s
under policies written more than three
yean before the end ofthe calendar year
covered by the annual statement, the
reserve shallbe the undiscounted value of
the determined and the estim ated future
payments [SUITS BEING DEFENDED
UNDER POLICIES WRITTEN MORE THAN

(A) 10 YEARS

HE DATE THE

NT IS MADE, $1500 FOR
;

) T
MORE AND LESS THA
BEFORE THE STATEM
$850 FOR EACH SUIT]
(2) for all liability policies
written during the three years immediately
preceding the end ofthe calendar year covered
by the annual statement, the reserve shall be
the areater of 60 percentofthe earned
liability premiums ofeach of the three years
less all losses and expense payments made
under liability policies written in the
corresponding years or the undiscounted
value ofthe known and unknown claims

IBUTTHE RESERVE,FOR THE FIRST OF
THE THREE YEARS,SHALL BE NOT LESS
THAN $750 FOR EACH OUTSTANDING
LIABILITY SUIT ON THE YEARS
POLICIES];

JT/me332_jt

Existing Statutes

SECTION 2118.090.L0SS RESERVES,
LIABILITY INSURANCE,AND WORKERS"
COMPENSATION. Where required in the form
ofannual statement required of the insurer, the
reserve for outstanding losses under insurance
against loss or damage from accident to or
injuries suffered by an employee or other
person and for which the insured is liable shall
be computed as follows:

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

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

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

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

(2) for all liability policies
written during the three years imm ediately
preceding the date the statementis made, the
reserve snail he 60 per centofthe earned
liability premiums ofeach of the three years
less all losses and expense payments made
under liability policies written in the
corresponding years; but the reserve, for the
first of the three years, shall be not less than
$750 for each outstanding liability suit on the
year’s policies;

Comments
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(3) for all workers’
compensation claims under policies written
more than three vears before ibe end of the
calendar year covered bv tEe~annual
statement IIS MADE! the reserve mav not
rSHALLIbe less than the Dresentvalue at four
percentinterest ofthe determined and the
estimated future payments;

(4) for all workers’
compensation claims under policies written in
the three years immediately preceding the end
ofthe calendar year covered bv IDATET the
annual statementUS MADE], the reserve may
notISHALLL be leas than 65 percentofthe
earned workers'compensation premiums of
each ofthe three years,less all loss and loss
expense payments made in connection with the
claims under policies written in the
corresponding years; [BUT IN THE FIRST
YEAR OFTHE THREE-YEAR PERIOD,] the
reserve may not [SHALL] be [NOT] less than
the presentvalue at foor [4] percentinterest
ofthe determined and the estimated unpaid
compensation claims under policies written
during the three-year period.

*Sec. 20. AS 2121.250(a) is amended to
read:

(a) An insurer may make loans or
investments not otherwise expressly perm itted
under this chapter, in aggregate amountnot
over five percentofthe insurer’s assets and not
over one percentofthe insurer’s assets for
[OF] any one loan or investment, if the loan or
investment fulfills the requirements ofAS
2121030, and otherwise qualifies as a sound
investment. However,a loan orinvestment may
notbe represented by

(1) an item described in AS
2128.030, or a loan or investment otherwise
expressly prohibited;

JT/me332_jt

Existing Statutes Comments

(3) for all workers’ compensation
claims under policies written more than three
years before the statementis made, the reserve
shall be the presentvalue at four per cent
interestofthe determined and the estimated
future payments;

(4) for all workers’ compensation
claims under policies written in the three years
immediately preceding the date the statement
is made, the reserve snail be 65 per centofthe
earned compensation premiums ofeach ofthe
three years, less all loss and loss expense
payments made in connection with the claims
under policies written in the corresponding
years: outin the firstyear ofthe three-year
period, the reserve shall be notless than the
presentvalue at 4 per centinterest of the
determined and the estimated unpaid
compensation claims under policies written
during the year.

The amendment to this section is to clarify the
meaning of this investment lim itation called

the "baAwt clause".

This clause allows insurers

to investa small amountin investments that

are not prohibited by law.

change is made.

SECTION 2121250.MISCELLANEOUS
INVESTMENTS, (a) An insurer may make
loans or investments not otherwise expressly
permitted under this chapter,in aggregate
amountnotover five per centofthe insurer’s
assets and not over one per centofthe assets of
any one loan or investment, if the loan or
investment fulfills the requirements ofAS
2121.030, and otherwise qualifies as a sound
investment. However, a loan orinvestmentmay
nothe represented by

(1) an item described in AS
2118.030, 0or a loan or investment otherwise
expressly prohibited;

37~

No substantive
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(2) agents’ balances, or
amounts advanced to or owing by agents or
former agents of the insurer, whether or not
secured; except policy loans, mortgage loans,
and collateral loans otherwise authorized under
this chapter,

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

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

*Sec. 2 1.
read:

AS 2121370(a) is amended to

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

(D the aggregate amountof
all medium grade and lower grade obligations
held by the domestic insurer does not exceed
(EXCEEDS] 20 percentofits adm itted assets
and if not more than

(A) 10 percent ofits
adm itted assets consist ofobligations
rated four, five, or six by the securities
valuation office;

(B) three percentof
its adm itted assets consistofobligations
rated five or six by the securities
valuation office; and

JT/mes2_jt

Existing Statutes

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

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

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

SECTION 21.21.370.INVESTMENTS IN
MEDIUM GRADE AND LOWER GRADE
OBLIGATIONS, (a)A domestic insurer may
not acquire, directly or indirectly, a medium
grade or lower grade obligation ofan institution
if, after giving effect to the acquisition,

(1) the aggregate amountofall
medium grade and lower grade obligations held
by the domestic insurer exceeds 20 percentof
its adm itted assets if not more than

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

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

Comments

The amendment to this section is a change to
clarify the meaning and application of the
investment lim itations on medium and lower
grade bondt.
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(C) one percentofits
adm itted assets consistofobligations
rated six by the securities valuation
office;and [OR]

(2) the aggregate amount of
all medium grade and [OR]lower grade
obligations held by the domestic insurer does
notexceed [EXCEEDS] 30 oercentofits
policyholders’ surplus account as shown by the
insurer’'s most recentreport filed under AS
2106.150,AS 21.09.200, or AS 21.09.205.

*Sec.22. AS 2122.010(g) is amended to
read:

(9) The provisions ofthis section do
notapply to

(@))] an offer of, request for,
invitation for, or agreementregarding!, OR]
acquisition ofa voting security that,
immediately before the consum m ation of the
offer, request, invitation, agreement, or
acquisition, was notissued and outstanding; or

(2) an offer, request,
invitation, agreement, or acquisition that the
director by order may exemptas nothaving
been made or entered into for the purpose and
nothaving the effectofchanging or influencing
the control ofthe domestic insurer.

*Sec.23. AS 2122.030(a) is amended to
read:

JT/mes32. jt

Existing Statutes

(C) one percent ofits
adm itted assets consistofobligations
rated six by the securities valuation
office: or

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

(9) The provisions ofthis section do not
apply to

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

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

Comments

The amendment to this subsection is a
clarification of the exem ption from filing a
Form A statementofnotification ofacquisition
ofa domestic insurer with the division.

The amendment to this subsection adds to the
list ofconditions which, if present, allows the
director to disapprove the merger ofacquisition
ofcontrolofan insurer. The condition added is
if the acquisition is likely to be hazardous or
prejudicial to the public.
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(a) The director shall approve a
merger or other acquisition ofcontrol referred
toin AS 21.22.010 unless, after a public
hearing the director issues an order w ith
findings offact and conclusions oflaw which
finds that

@))] after the change of
control, the domestic insurer referred to in AS
2122.010 would not be able to satisfy the
requirements for the issuance ofa license to
wnte the line orlines ofinsurance for which it
is presently licensed;

(2) the effect of the merger
or other acquisitions of control would be
substantially to lessen com petition in insurance
in this state or tend to create a monopoly in
this state;

(3) the financial condition of
an acquiring party is such that it might
jeopardize the financial stability of tne insurer,
or prejudice the interest ofits policyholders or
the interests ofany remaining security holders
who are unaffiliated with the acquiring party,

(4) the terms of the offer,
request, invitation, agreement, or acquisition
referred toin AS 21.22.010 are unfair and
unreasonable to the security holders of the
insurer;

(5) the plans or proposals
that the acquiring party has to liguidate the
insurer, sell its assets, or consolidate or merge
it with any person, or to make any other
material mange in its business or corporate
structure or management, are unfair and
unreasonahle to policyholders ofthe insurer
and notin the public interest; [OR]

JT/me332jt

Existing Statutes

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

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

(2) the effect of the merger or
other acquisitions ofcontrol would be
substantially to lessen com petition in insurance
in this state or tend to create a monopoly in
this state;

(3) the financial condition ofan
acquiring party is such that it mightjeopardize
the financial stability of the insurer, or
prejudice the interest ofits policyholders or the
interests of any remaining securityholders who
are unaffiliated with the acquiring party,

(4) the terms of the offer,
request, invitation, agreement, or acquisition
referred toin AS 2122.010 are unfair and
unreasonable to the securityholders of the
insurer;

(5) the plans or proposals that
the acquiring party has to liquidate the insurer,
sell its assets, or consolidate or merge it with
any person,or to make any other material
change in its business or corporate structure or
management, are unfair ana unreasonable to
policyholders ofthe insurer and notin the
public interest; or

Comments

March 31, 194



ProiKMed Legislation

(6) the competence,
experience, and integrity of those persons who
would control the operation of the insurer are
such that it would notbe in the interestof
policyholders ofthe insurer and of the public to
permit the merger or other acquisition of
control: Of

(7) the acouiaitian is
likely to be hazardous or prejudicial to the
insurance buying public.

*Sec.24. AS 2122.030 is amended by
adding a new subsection to read:

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

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

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

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

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

JT/me3R. jit

Existing Statutes

(6) the competence, experience,
and integrity of those persons who would
control tne operation oi the insurer are such
that it would notbe in the interestof
policyholders of the insurer and of the public to
permit the merger or other acquisition of
control.

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

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

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

Comments

The amendment to this section is to add a new
subsection to allow the director to hire experts
to assist the director in reviewing a proposed
acquisition of control ofan insurer at the
acquiring person’s expense.

The amendment to this subsection clarifies the
inform ation which mustbe supplied in a Form
B (Holding Company) registration report. After
the change all management and service
contracts, cost sharing arrangements, and
reinsurance agreements mustbe reported.
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(3) the following agreements
in force, relationships subsisting, and
transactions currently outstanding between the
insurer and its affiliates:

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

(B) purchases, sales,
or exchanges ofassets;

(C) transactions not
in the ordinary course ofbusiness;

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

(E) all management
and service contracts and all coat
sharing arrangements!, OTHER THAN
COSTALLOCATION

ARRANGEMENTS BASED UPON
GENERALLY ACCEPTED
ACCOUNTIN G PRINCIPLES]; and

(F) reinsurance
agreements [COVERING ALL OR
SUBSTANTIALLY ALL OP ONE OR
MORE LINES OF INSURANCE OF
THE CEDING COMPANY]; and

(4) other matters concerning

transactions between registered insurers and
any affiliates that may be included from time to
time in a registration form adopted or approved
by the director.
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(3) the following agreements in
force, relationships subsisting, and transactions
currently outstanding between the insurer and
its affiliates:

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

(B) purchases, sales, or
exchanges ofassets;

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

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

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

(F) reinsurance
agreements covering all or substantially
au ofone ormore lines ofinsurance of
the ceding company,

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

Comments
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*Sec.3ft. AS 21.22.060(c) is amended to
read:

(c) The director may permitan
authorized insurer thatis a member ofa
holding company system subject to registration
under the laws or regulations ofits state of
domicile that are in the opinion ofthe director
substantially similar to those contained in this
chapter to satisfy the requirements of(a) of this
section by filing a statement .n accordance w ith
the laws ofits state ofdomi' le [EXCEPT

THATTHE DIRECTOR MAY ATANY TIME
REQUIRE A COPY OF TFAT STATEMENT
BE FILED TOTH THE DIRECTOR].

eSec.27. AS 2122.060(d) is amended to
read:;

(d) Inform ation [NO
INFORMATION] need not be disclosed on the
registration statement filed under (b) of this
section if thatinform ation is not material for
the purposes of thia section. Unless the
director by regulation or order provides
otherwise, sales, purchases, exchanges, loans or
extensions ofcredit, or investments, involving
one-halfofone nercentor leas ofan insurer’s
adm itted assets or five nercentor leas of the
policyholder’s surplus as ofthe 3Istday of
December ofthe calendar year in which the
transaction took place are not considered
m aterial for purposes of this section.

eSac.38.AS 21.22.060(k) is amended to read:
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1

(c) The director may permit an
authorized insurer thatis a member ofa
holding company system subject to registration
undo- the laws or regulations ofits state of
dom icile that are in the opinion of the director
substantially similar to those contained in this
chapter to satisfy the requirements of (a) of this
section by filing a statementin accordance with
the law3 of its state ofdomicile except that the
director may at any time require a copy ofthat
statement be filed with the director.

(d)yNo information need be disclosed on
the registration statement filed under (b) of this
section if that inform ation is not m aterial for
the purposes ofthis section. Unless the
director by regulation or order provides
otherwise, sales, purchases, exchanges, loans or
extensions of credit, or investments, involving
one-halfofone percentofan insurer’s adm itted
assets or five per cent ofthe policyholder's
surplus as of the 31st day of December of the
calendar year in which the transaction took
place are notconsidered material for purposes
ofthis section.

Comments

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

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

holding company registration statement.

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

(1) the registration
statement;

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

3) other inform ation filed
by the insurer with the insurance regulatory
authority of the insurer’s state ofdom icile.

*Sec.29. AS 2127.010(a) is amended to
read:

(a) Exceptas expressly provided
elsewhere in this chapter,a IAl person may
notactas orrepresentto be an insurance
producer, managing general agent, reinsurance
intermediary broker, reinsurance intermediary
manager, surplus lines broker, orindependent
adjuster in this state or relative to a subject
resident, located, or to be performed in this
state unless licensed under this chapter. A
person may not actas or represent to he a
managing generalagent, reinsurance
intermediary broker, or reinsurance
intermediary manager representing an insurer
domiciled in this state regarding a risk located

| outside this state unless licensed by this state.
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(k) An insurer subject to registration
under (a) of this section snail register annually
by April 1 ofeach year for the previous
calendar year unless, for good cause shown, the
director extends the time for registration. The
director may require an insurer authorized to
do buainess in the state, thatis a member ofa
holding company system and thatis notsubject
to registration under (a) of this section, to
furnish a copy ofthe registration statement, the
summary specified in (1) of this section, or other
inform ation filed by the insurer with the
insurance regulatory authority of the insurer’s
state ofdom icile.

(a) A person may not actas or represent to be
an insurance producer, managing general
agent, reinsurance intermediary broker,
reinsurance intermediary manager, surplus
lines broker, orindependent adjuster in this
state or relative to a subjectresident, located,
or to be performed in this state unless licensed
under this chapter. A person may not actas or
represent to be a managing genera* agent,
reinsurance intermediary broker, or reinsurance
intermediary manager representing an insurer
domiciled in this state regarding a risk located
outside this state unless ucensed by this state.

Comments

Amendment to this section is prim arily
editorial in nature and clarifies exceptions to
ANeneral*>roducer licensing requirements under
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*Sec.30. AS 2127.020 is amended by
adding new subsections to read:

(f) The director may

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

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

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

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

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

(d) This section do's notapply, to
an applicant

@) for a lim ited license
under AS 21-27.150(1), (2), or (6);
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(a) A licensee shall notify the director
within 30 days in writing by certified m ail ofa
change in residence, employment that is
licensed under this chapter, place ofbusiness,
m ailing address, or phone number; a
suspension or revocation ofa license by another
state orjurisdiction; or a conviction ofa
misdemeanor or felony.

(d) This section does not apply to an
applicant

(1) for a limited license under
AS 21.27.150;

Comments

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

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

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

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

*Sec.33. AS 2127.100 is amended by
adding a new subsection to read:

(e) An individualin a firm who acts
solely on behalfofa firm thatis appointed as
an agenton behalfofan adm itted insurer
under this section may not be required to also
have an appointmentif the individual in the
firm is licensed with that firm.

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

Sec.2127.130. FORM AND CONTENT
OF LICENSES. A license shall be in the form
the director prescribes and mustsetout

) the name and
[MAILING] address of the licensee, andxif the
licensee is required to have a place of business,
the physical address of the place of business;

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

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

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

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

(2) if for a firm, the name of the
principal or manager of the firm ;.

Comments

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

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

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

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

(6) the date ofissuance of
the license:

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

(8) other inform ation
required by the director.

e Sec.35. AS 2127.360(b) is amended to
read:

(b) Allmoney, exceptthat made
payable to the insurer, representing premium
taxes and fees, premiums or return premiums
received by the licensee, shall be received in the
fiduciary accountofthe licensee and shall be
promptly accounted far and paid to the person
entitled to the mooev. The fiduciarr account
shallbe located in this state artless the
licensee is Hranaail as a nonresidentunder

U ijiv . For ourooees ofthis section, the
fiduciary accountor the firm shall be considered
the fiduciary accountofan individual licensee
acting on behalfofthe firm and shall be the
responsibility ofthe firm. Money deposited into
e fiduciary accountmay nothe commingled or
otherwise combined with other money, except
as allowed under (d) of this section and AS
2127.366.
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(3) the Idnd or class ofinsurance
the licensee is licensed to handle;

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

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

(6) the date ofissuance of the
license;

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

(8) other inform ation required
by the director.

(b) All money, exceptthat made payable
to the insurer, representing premium taxes and
fees, premiums or return premiums received by
the licensee, shall be received in the fiduciary
accountofthe licensee and shall be promptly
accounted for and paid to the person entitled to
the money. For purposes ofthis section, the
fiduciary account ot the firm shall be considered
the fiduciary accountofan individual licensee
acting on behalfofthe firm and shall be the
responsibility of the firm. Money deposited into
a fiduciary accountmay notbe commingled or
otherwise combined with other money, except
as allowed under (d) ofthis section and AS
2127.365.

Comments

Amendment to this subsection requires a
resident licensee to m aintain its fiduciary

accounts in Alaska.
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*Sec.3 1 AS 2127.380(a) is amended to
read:

(a) Except as provided in this title,
the director may renew a license biennially on a
date set by the director if the licensee continues
to be Qualified under this chanter and on or
before the cloee ofbusiness dtthe renewal
data, mssts all renewalrequlrwwnta
eatanHshed by regulation and nays the LIF|I
renewal bcenae fees setunder AS 21.06.250 for
each license to [ARE RECEIVED BY!Ithe
director [ON OR BEFORE THE CLOSE OF
BUSINESS OF THE RENEWALDATE] A
licensee is responsible far knowing the date
thata license lapees and for renewing a license
before expiration. The director shall m ail a
renewal notice to the licensee’s current address
on file with the director 30 days before the
renewal date.

*Sec.37.AS 2127420 is amended by adding
a new subsection to read:

(c) W ith the consentofan applicant
or licensee, the director may issue or renew a
license with restrictions upon the scope ofthe
person’s license or may otherwise restrictor
condition the activities of the licensee if the
director determines that the person has violated
the provisioos of this title or to protect the
pubtac from injury or potentialigjory.

*See.38. AS 2127530 is amended to read:

Sec.2127530. INSURANCE
PRODUCER QUALIFICATIONS. In addition
to the general qualifications under AS
21-27.020, to qualify for issuance or renewal of
an insurance producer license, and applicant of
licensee
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(a) Except as provided in this title, the director
may renew a license biennially on a date set by
the director if the licensee continues to be
gqualified under this chapter and if renewal
bcenae fees set under AS 21.06.250 for each
license are received by the director on or before
the close ofbusiness ofthe renewal date. A
licensee is responsible for knowing the date
thata license lapses and for renewing a license
before expiration. The director shall m ail a
renewal notice to the licensee’s current address
on file with the director 30 days before the
renewal date.

SECTION 2127530.INSURANCE
PRODUCER QUALIFICATIONS. In addition to
the general qualifications under AS 21.27.020,
to qualify for issuance or renewal ofan
insurance producer license, an applicantor
licensee

Comments

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

Adds a new subsection that provides additional
licensing flexibility by allowing a bcenae to be
issued or renewed with conditions.

Amendment to this paragraph is primarily
editorial in nature and clarifies thata single
bond may cover multiple locations for a single
licensee.
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(1) must possess the
competence necessary to fulfill the
responsibilities ofan insurance producer;

(2) if previously licensed in
good standing in this state as an insurance
producer, mustnothave had a l«*en—»
suspended or revoked within the previous four
calendar yean;

(3) far a fraternal society
limited insurance producer license, shall file
with the application a statementhby an officer
ordirector ofthe appointing fraternal society
that affirms that the society has satisfied itself
that the applicantis trustworthy and
competent to act aa its insurance agent;

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

(5) except for an applicant
or licensee who represents to be and acta solely
on behalfofadmitted insurers as an agent and
who does not receive money required to be
received in the fiduciary accountofthe licensee,
shall file with the applicantand m aintain in
force w hile licensed a bond in the amountof
$10,000, nnlaaa a greater amountis required by
another oroviaion of this title: a licensee who
- more than one ofbusiness
mar satisfy Ibs bond rsawrssnsniwith a

eSee.39. AS 21.27570(aX3XB) is amended
to read:
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(1) must possess the competence
necessary to fulfill the responsibilities of an
insurance producer;

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

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

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

(5) except for an applicant or
licensee who represents to be and acts solely on
behalfofadm itted insurers as an agentand
who does not receive money required to be
received in the fiduciary accountofthe licensee,
shall file with the application and m aintain in
force while licensed a bond in the amount of
$10,000, unlees a greater amountis required by
another provision ofthis title.

Comments

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

accreditation team
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(B) the controlling insurance
producer shall render accounts to the controlled
insurer detailing all transactions”™including
inform ation in the accounts necessary to
supportcompensation, commissions, charges,
andfother fees received by, or owing to, the
controlling producer;

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

@)] If the director determines after
a hearing under AS 21.06.170 - 2106240 that a
managing general agent caused lass or
damage arising outofviolation 0fA5~2127.590
TTZTw O toan insurer, the director may
order the managing general agent to make
restitution to the insurer, receiver, FTHE]
rehabilitator, or [THE] liguidator o. the insurer
for the lot’, destitution ordered under this
subsection is in addition to any other liability of
the managing generalagent and does not affect
the rights ofa policyholder, claim ant, creditor,
or third oartv. The directorbut m aintain
orbrine acivilaction broughtbv oron
behalfofthe insurer and ita policyholders
and creditors far recovery of
rnasnsnasfnry damages for the benefitof
tike insurer and ita policyholders and

Ifan order ofrehabilitation or Hauldation
ofthe hwrrsr haa boon entered under
ARSIirTTlfce reoeiver aDDoinied urdWr the
order is iw is ii thata person haanot

m aterially com piled with AS S1J7.HO «
SIJ7.cnoranorderofthe director, and
tha insurer sallnra lornor damage firom
the nosicompUance.the reeetirer may bring
acivilaction forrecoveryofdamages or
other appropriate sanctions fOT the benefit
ofthe insurer.
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(B) the controlling
insurance producer shall render
accounts to the controlled insurer
detailing all transactions including
inform ation necessary to support
compensation, commissions, charges,
and other fees received by, or owing to,
the controlling producer,

(j) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
managing general agent caused loss arising out
ofa violation ofAS 2127590 -2127.630 to an
insurer, the director may order the managing
general agent to make restitution to the
insurer, tne rehabilitator, or the liquidator of
the insurer for the loss. Restitution ordered
under this subsection is in addition to any other
liability ofthe managing general agent and
does not affect the rights ofa policy holder,
claimant, creditor, or third party.

Comments

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

(b) An [ADOMESTIC] insurer may
use a nonresident reinsurance intermediary
broker who is not licensed under this chapter if
the personis licensed in good standing as a
resident reinsurance intermediary broker by an
insurance regulator ofanother state that is
accredited by the National Association of
Insurance Commissioners. Upon written
request, the director may grant written
permission for a domestic insurer to use an
alien reinsurance intermediary broker not
licensed by and without a place ofbusiness in a
jurisdiction subject to accreditation by the
National Association of Insurance
Commissioners if the alien reinsurance
intermediary broker is licensed in good
standing by its dom iciliary insurance regulator.
The domestic insurer and unlicensed
reinsurance intermediary broker are subject to
all other requirements of this section.

*Sec.42. AS 21.27.690(e) is amended to
read:
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(b) A domestic insurer may use a
nonresident reinsurance intermediary broker
who is notlicensed under this chapter if the
person is licensed in good standing as a
resident reinsurance intermediary broker by an
insurance regulator ofanother state that is
accredited by the National Association of
Insurance Commissioners. Upon written
request, the director may grant written
permission for a domestic insurer to use an
alien reinsurance intermediary broker not
licensed by and without a place of business in a
jurisdiction subject to accreditation by the
National Association of Insurance
Commissioners if the alien reinsurance
intermediary broker is licensed in good
standing by its dom iciliary insurance regulator.
The domestic insurer and unlicensed
reinsurance intermediary broker are subject to
all other requirements of this section.

Comments

Amendment to this subsection provides that the
exem ption from licensure for non-resident
reinsurance intermediary brokers who are
licensed in an accredited residentjurisdiction is
extended to authorized insurers.

Amendment to this subsection adds language
from updated NAIC Reinsurance Intermediary
Model Act to allow the director to bring a civil
action to recover damages from reinsurance
intermediary brokers.
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(e) If the director determines after
a hearing under AS 21.06.170 - 21.06-240 thata
reinsurance intermediary broker caused losses
or damage arising out ofviolation ofAS
2127670 -2127.700 to an insurer or reinsurer,
the director may order the reinsurance
intermediary broker to make restitution to the
insurer, reinsurer, receiver, rehabilitator. or
liguidator of the insurer or reinsurer for the net
losses incurred by the insurer or reinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and does not
affect the rights ofa policyholder, claimant,
creditor, or third party. The director may
m aintain or bring a civilaction broughthbv
oronbehalfofthisreinsurer orinsurer
and its noticvholders and creditors for
recovervofcompensatory damages for the
benefitofthe reinsurer orinsurer and its
noUcybolders and creditors or seek other
appropriate relief. If an orderof
rehabilitation or liauidation ofthe insurer
has been entered under 2178 the
receiver appointed under the order
determines thata person has not
materially com plied with AS 21227670 -
2127.700 or an order of the director, and
the insurer suffers loss or dam age from
the noncam pliance. the receiver may bring
acivilaction for recovervofdamages or
other appropriate sanctions for the benefit
ofthe insurer.

*Sec.43. AS 21.27.760(j) is amended to
read:
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(e) If the director determines after a
hearing under AS 21.06.170 - 21.06.240 that a
reinsurance intermediary broker caused losses
arising out ofa violation ofAS 2127.670 -
2127.700 to an insurer or reinsurer, the
director may order the reinsurance
intermediary broker to make restitution to the
insurer, reinsurer, rehabilitator, or liguidator of
the insurer or reinsurer for the net losses
incurred by the insurer or reinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and does not
affect the rights ofa policyholder, claim ant,
creditor, or third party.

Comments

Amendment to this subsection adds language
from updated NAIC Reinsurance Intermediary
Model Act to allow the director to bring a civil
action to recover damages from reinsurance
intermediary managers.
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) If the director determines after
a hearing under AS 21.06.170 - 21.06.240 that a
reinsurance intermediary manager caused
losses or dam age arising outofviolation ofAS
2127.730 -2127.770 to an insurer or reinsurer,
the director may order the reinsurance
intermediary manager to make restitution to
the insurer, reinsurer, receiver, rehabilitator.
or liguidator ofthe insurer or reinsurer for the
net losses incurred by the insurer or reinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary manager and does not
affect the rights ofa policyholder, claimant,
creditor, or third party. Tne director may
m aintain or brine a civilaction broughtbv
oronbehalfofthe reinsurer or insurer
and its policyholders and creditors for
recoveryofcompensatory damages for the
benefitofthe reinsurer orinsurer and its
nolicyholders and creditors or seek other
appropriate relief. If an order of
rehabilitation or liauidatian ofthe insurer
has been entered under AS 21.78, the
receiver appointed under the order
determines thata person hasnot
m aterially com plied with AS 21.27.730 *
2147.770 or an order ofthe director,and
the insurer suffer* loss or damage from
the noncom pliance.the receiver may bring
acivilaction for recovervofdamages or
other appropriate sanctions for the benefit
ofthe insurer.

*sec. 44, AS 2134.040(cX4)is amended to
read:
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(j) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
reinsurance intermediary manager caused
losses arising out ofa violation of AS 2127.730
-2127.770 to an insurer or reinsurer, the
director may order the reinsurance
intermediary manager to make restitution to
the insurer, reinsurer, rehabilitator, or
liguidator of the insurer or reinsurer for the net
losses incurred by the insurer or reinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary manager and does not
affect the rights ofa policyholder, claimant,
creditor, or third party.

Comments

The amendment to this paragraph is to include
incorporated underwriters as members ofa
group ofinsurers such as Lloyd’'s. Lloyd'’s
recently allowed incorporated members tojoin
the unincorporated members. The incorporated
members may not be engaged in any business
other than underwriting.
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(4) alloyd’s or other similar
jCroaoincluding incorporated and
individual unincorporated underwriters.
TGRDUP OP ALIEN INDIVIDUAL INSURERS]
may qualify if it maintains a trust fund in an
amount notless than $50,000,000, as security
to the full amount, for the protection ofall its
policyholders and creditors ofeach member of
the group in the United States; the
incorporated members may nothe
entfaffed in any business other than
underwriting asa member of the group
and shallbe subjectto the same levelof
solvency regulation and controlby the
group's domiciliary regulator as are the
unincorporated members: the trust fund
must consist ofinstruments of substantially the
same character and quality as those that are
eligible investments for the capital and
statutory reserves ofadm itted insurers
authorized to write like kinds ofinsurance in
this state or ofirrevocable, clean, and
unconditional letters of credit; the trust fund
musthave an expiration date that at no time is
less than five years;

*Sec.45. AS 21.34.080(c)is d tended to
read:
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(4) a Lloyd's or other similar
unincorporated group ofalien individual
insurers may qualify if it maintains a trust
fund in an amountnotless than $50,000,000,
as security to the full amount, for the protection
ofall its policy holders and creditors of each
member of the group in the United States; the
trust fund must consist ofinstruments of
substantially the same character and quality as
those that are eligible investments for the
capital and statutory reserves ofadm itted
insurers authorized to write like kinds of
insurance in this state or ofirrevocable, clean,
and unconditional letters of credit; the trust
fund must have an expiration date that at no
tim e is less than five years;

Comments

The amendment to this subsection clearly
establishes who must execute the affidavit that
notice was given to the insured and when that
notice must be given.
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(c) A producing broker shall execute
and deliver to the surplus lines broker not later
than the end ofeach month on a form
prescribed by the director, and a surplus lines
broker shall file with the director with the
report required by (a) of this section or with the
surplus lines association with the evidence of
insurance required by (b) of this section, for
surnlus lines insurance first placed or renewed
in the preceding calendar month, an affidavit
that shall be open to public inspection, as to the
diligent efforts to place the coverage with
adm itted insurers, and the results of those
efforts. The affidavit must contain a statement
by the producing broker that the insured was
expressly informed in writing before the
[PLACEMENT OF THE SURPLUS ONES
INSURANCE] insurance contractor
coverage was bound thatthe surnlus lines
insurer with whom the insurance was to be
placed is not licensed in this state,is not
subject to this state’s supervision, and* in the
event ofthe insolvency of the surplus lines
insurer, losses will not be covered under AS
2180 (Alaska Insurance Guaranty Association
Act).

*Sec.46. AS 21.34.110 is amended to read:

JT/mme332jt

Existing Statutes

(c)A producing broker shall execute and
deliver to the surplus lines broker not later
than the end ofeach month on a form
prescribed by the director, and a surplus lines
broker shall file with the director with the
report required by (a) of this section or with the
surplus lines association with the evidence of
insurance required by (b) of this section, for
surnlus lines insurance first placed or renewed
in tne preceding calendar month, an affidavit
that shall be open to public inspection, as to the
diligent efforts to place the coverage w ith
adm itted insurers, and the results of those
efforts. The affidavit must contain a statement
by the broker that the insured was expressly
informed in writing before placement ofthe
surplus lines insurance that the surplus lines
insurer with whom the insurance was to be
placed is not licensed in this state, is not
subject to this state's supervision, and in the
eventofthe insolvency of the surplus lines
insurer, losses will not be covered under AS
2180 (Alaska Insurance Guaranty Association
Act).

Comments

This amendment to this section provides the
surnlus lines broker with an alternative method
to discharge his duty to notify the insured that
the comnany is a nonadm itted insurer not
covered by the Alaska Insurance Guarantee
Association Act.
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Sec. AS 21.34.110. SURPLUS LINES
BROKER'SDUTY TO NOTIFY INSURED. i§2
A contractofinsurance placed by a surplus
lines broker under this chapter is not binding
upon the insured and a premium charged is not
due and payable until

(1) the surplus lines broker
has notified the insured in writing, a copy of
which shall be maintained by thelicensee with
the records of the contract, available for
examination, that the insurer with which the
surplus lines broker places the insurance does
notnold a certificate ofauthority issued by this
state and is not subject to its supervision, and
in the event ofthe insolvency ofthe surplus
lines insurer, losses will not be covered under
AS 2180 (Alaska Insurance Guaranty
Association Act; or,

(2) the surplus Hues
broker has obtained die affidavitofthe
producangbroher thatthe notice required
under As21J4.080<clhas been dven to
the insured:each licensee shallmaintain a
copy ofthe affidavitwith the record ofthe
contractavailable for exam ination.

(b) Nothing in this section m ay
construed aanulli*nnff (SHALLNULLIF
an agreement by an insurer to provide
insurance.

be
Y1

JT/mes2_jt

Existing Statutes

SECTION 21.34.110. SURPLUS LINES
BROKERSDUTY TO NOTIFY INSURED. A
contract of insurance placed by a surplus lines
broker under this chapter is notbinding upon
the insured and a premium charged is notdue
and payable until the surplus lines broker has
notified the insured in writing, a copy ofwhich
shall be maintained by the licensee with the
records of the contract, available for
examination, that the insurer with which the
surplus lines broker places the insurance does
not nold a certificate ofauthority issued by this
state and is not subject to its supervision, and
in the event of the insolvency ofthe surplus
lines insurer, losses will not be covered under
AS 2180 (Alaska Insurance Guaranty
Association Act). Nothing in this section shall
nullify an agreementby an insurer to provide
insurance.

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

(a) The fee for filing the statement
under AS 21.34.180(b) is an amount equal to
one percent on gross premium charged less any
return premiums during the preceding calendar
year [QUARTER]. The surplus lines broker
shall pay the fee at the time of filing of the
statement.

*Sec.48. AS 2136.120(d) is amended to
read:

(d) Nothing in this section may be
construed as prohibiting the paymentof
commissions or other compensation to persona
duly transacting business under AS 2127
[LICENSED AGENTS OR SOLICITORSTor as
prohibiting an insurer from allowing or
returning to its participating policyholders,
members, or subscribers, law ful dividends,
savings, or unabsorbed premium deposits.

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

Sec.21.36.195. SURPLUS LINES
BROKERS AND INSURANCE PRODUCERS:
PROHIBITED Ad'S. A surplus lines brokeror
an insurance producer may not fail to
provide evidence (THE EVIDENCES] of
insurance, affidavits, filings, or reports, or fail
to maintain the records, or fail to pay the taxes
and fees, required under AS 21.34.

*Sec.50. AS 21.36.235(a) is amended to
read:

JT/mes32_jt

Existing Statutes

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

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

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

Comments

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

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

Amendment to this section is prim arily
editorial in nature and updates this section of
the Trade Practices and Frauds chapter to
correctly reflect responsibilities ofinsurance
producers under AS 2134,

This is a change in the statute cite to
accommodate the moving ofAS 21.36.420 to
AS 2136.305.
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a) Except as provided in AS
21.36.305 TAS 21.36.4201L if the renewal”
premium is increased more than 10 percent for
a reason other than an increase in coverage or
exposure base, orif after renewal there will be
a material restriction or reduction in coverage
not specifically requested by the insured,
written notice shall be mailed to the insured
and to the agentor broker ofrecord as required
by AS 2136260

(1) at least 20 days before
expiration ofa personal insurance policy; or

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

*Sec.51. AS 2136.290 is amended to read:

Sec. AS 21.36.290. POLICY PERIOD.
Exceptas described in (b) of this section, a [A]
policy with a policy period or term ofless than
12 months shall, for the purposes ofAS
2136.210 -21.36.310t be considered to be
written for a policy period or term of12 months
exceptin case ofcancellation under any ofthe
circumstances specified in AS 21.36.210, and a
policy written for a term longer than one year
or a policy with no fixed expiration date shall
be considered to be written for successive policy
periods or terms ofone year and term ination by
aninsurer effective on an anniversary date of
the policy shallbe considered a failure to
renew.

*Sec.52. AS 2136.290 is amended to read:
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Existing Statutes

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

(1) at least 20 days bhefore
expiration ofa personal insurance policy; or

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

SECTION 2136.290. POLICY PERIOD.A
policy with a policy period or term ofless than
12 months shall, for the purposes ofAS
2136.210 -21.36.310 be considered to be
written for a policy period or term of 12 months
exceptin case ofcancellation under any of the
circumstances specified in AS 21.36.210, and a
policy written for a term longer than one year
or a policy with no fixed expiration date shall
be considered to be written for successive policy
periods or terms ofone year and termination by
an insurer effective on an anniversary date of
the policy shall be considered a failure to
renew.

Comments

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

The amendment to this section clarifies that
rate changes may be applied at the renewal
date for personal auto policies which are
w.ltten for a term ofatleast six months.
Policies written for a period ofless than six
months are treated as six month policies.
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() For determining the appropriate
rate or premium, a personal automobile
insurance policy with a policy period or term of
less than six months shall, for the purposes of
AS 2136.210 -21.36.310, be considered to be
written for a policy period or term of six
months.

*Sec.53.AS 21.36 is amended by adding a
new section to read:

Sec.2136.305. PREMIUM
INCREASES ON PERSONALAUTOMOBILE
INSURANCE POLICIES, (a)An insurer may
notincrease the premium on a personal
automobile insurance policy unless the increase
applies to all insureds ofthe same class.

R
N

(b) An insurer may notincrease the
premium or add a surcharge to a personal
automobile insurance policy because ofthe
issuance ofa citation for a moving traffic
violation unless the insured or another person
who resides in the insured’s household and is
covered by the policy has been convicted of the
violation or has entered a plea ofno contest to
the violation.

(c) The director shall adopt
regulations to determine circumstances under
which an insurer may increase the premium or
add a surcharge to a personal automobile
insurance policy.

JT/mme332 1t

Comments

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

(e) An insurer that increases the
premium or adds a surcharge to a personal
automobile insurance policy shall give written
notice ofthe increase or surcharge at least 20
days before it takes effect, stating the reason
for the change and the rightofappeal under
AS 2139.090. This subsection does notapply to
a

()] premium increase
resulting from a change requested by an
insured, if the insured is notified at the time
the requestis made that the amount of the
insured’s premium will change as a result of
the requested policy change; or

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

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

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

JT/me332_jt

Existing Statutes

(i) A criminalinsurance actis
committed by an insurer doing business in this
state who know ingly

Comments

Amendment to this subsection is prim arily
editorial in nature and clarifies application of
this subsection to all persons including risk
retention groups and purchasing groups.
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(1) writes, places, or causes
to be written or Dlaced in this state or relative
to asubjectresident,located, or to be
performed in this state a policy, duplicate
policy, or contract ofinsurance ofany kind or
character, or general or floating policy upon
parsons or property resident, situated, or
located in this state, from or through a person
notauthorized to transacthbusiness under
AS 2127 or a risk retention group or
purchasing group notregistered under
as SO&imnbrok

er,agent,surplus
LINE BROKER,OR PERSON WHO HAS NOT
SECURED A GENERALAGENT LICENSE IN
THIS STATE]; or
(2) pays a commission or

other form ofremuneration to a person, firm,
ororganization for the writing or placing of
insurance coverage in this state or relative to
asubjectresident,located, or to be

firm, ororganization is authorized under
AS 21227 to transactiHOLDS A LICENSE
ISSUED BY THE DIRECTOR FOR] the kind
or class ofjnsurance written or placed, or, in
the case Ofa risk retention group or
purchasin®group.is registered under

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

JT/mes2. jt

Existing Statutes

(1) writes, places, or causes to be
written or placed in this state a policy,
duplicate policy, or contract ofinsurance ofany
kind or character, or general or floating policy
upon persons or property resident, situated, or
located in this state, from or through a broker,
agent, surplus line broker, or person who has
not secured a general agent license in this
state; or

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

Comments

Amendment to this subsection is primarily
editorial in nature and clarifies application of
this subsection to currentlicense types and risk
retention groups and purchasing groups.
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(J) A criminalinsurance actis
committed by a person in this state or relative
to asubjectresident, located, or to be
performed in this state who acts as an
[Tuuiranr* producer,num adiiff general
agent, third nartv adm inistrator,
reinsurance intermediary broker,
reinsurance intermediary manager.
surplus lines broker [SOLICITOR!. or
independent adiuster without being licensed
bv the director as reauired under AS 21l or
as arisk retention group or purchasing
group withoutbeing registered as
reauired under AS 21.89.070. A criminal
insurance actis committed bv an insurance
producer,managing generalagent, third
party adm inistrator, reinsurance
interm ediary broker, reinsurance
intermediary manager,or surplus lines
broker IUR bOLJUITOKI who solicits or takes
application for, procures, or places for others
any insurance for which the personis not
licensed as reauired under AS 2127 or for
which the license ofthe person has been
«univ>ndnH or revoked A criminalinsurance
actis committed by a person in this state
or relative to a subjectresident, located.
or to be performed in this state who acts

aaoronbehalfal arisk retention group or

apurchasing group thatisnotregistered

under AS 20*9701THIS SUBSECTION
DOES NOT APPLYTO A PERSON
DESCRIBED IN AS 21.90.910 OR TO A
PERSON SECURING AND FORWARDING
INFORMATION REQUIRED FOR THE
PURPOSE OF A GROUP INSURANCE
COVERING THE UNPAID BALANCE OR
REMAINING PAYMENTS PROPOSED TO BE
MADE IN CONNECTION W ITH THE
PURCHASE OF MERCHANDISE OR
SERVICES IF NO COMMISSION OR OTHER
COMPENSATION IS PAYABLE ON
ACCOUNT OF THE INSURANCE TO THE
PERSON]

*Sec.56. AS 21.36.360(k) is amended to
read:

JT/me3R_jt

Existing Statutes

(J) A criminal insurance act is
committed by a person in this state who acts as
an insurance agent, broker, solicitor, or adjuster
without being licensed by the director. A
criminal insurance actis committed by an
agent, broker, or solicitor who solicits or takes
applies*.on for, procures, or places for others
any insurance for which the person is net
licensed or for which the license of the person
has been suspended or revoked. This subsection
does notapply to a person described in AS
21.90.910 or to a person securing and
forwarding inform ation requiied for the purpose
ofa group insurance covering the unpaid
balance or remaining payments proposed to be
made in connection with the purchase of
merchandise or services if no comm ission or
other compensation is payable on account of the
insurance to the person.

Comments

Amendment to this subsection is prim arily
editorial in nature and updates this subsection
ofthe Trade Practices and Frauds chapter to
correctly reflect current license types and risk
retention groups and purchasing groups.
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Ck) A criminal insurance act is
committed bv an insurance producer,
managing general agent. [GENERAL
AGENT,]nurd-party adm inistrator,
reinsurance intermediary broker,
reinsurance intermediary manager, or
surplus tines broker [ORsuuuTuKI who
knowingly compensates or offers to compensate
in any manner a person other than an
insurance producer, managing fAfIENT |
general agent, third-party adm inistrator,
reinsurance intermediary IOR SOLICITOR]
licensed as reauired under this title in this
or another jurisdiction ISTATE 0K
PROVINCE], for procuring or in any manner
helping to procure applications for or to place
insurance in this state. A criminalinsurance
actis committed by a person in ibis state
dtrelative to a subjectresident, located, or
to be performed in this siaie who acts as
oronbehalforarisk retention group or a
purchasing group thatis notregistered
underAS f1789.070 ITHIS SUBSECTION

APPLY TO THE PAYMENT OF
ATIS NOT
LUME OF
IN THE FORM OF
U R EMPLOYEES
/]\LAGENT,

=T

o®
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w
o
—
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(n) A criminalinsurance act is
committed hv an atent, m anaging general
agent, third oarty adm inistrator.

reinsurance intermediary manager, or
other representative ofan insurer involved in
the procuring or issuance ofan insurance
contract who intentionally (ails to report to the
insurer the exactamountofconsideration
charged as premium for the contractand to

m aintain records showing thatinform ation.

JT/mme332jt

Existing Statutes

(k) A criminal insurance actis
committed by an agent, general agent, broker,
or solicitor who knowingly compensates or
offers to compensate in any manner a person
other than an agent, general agent, broker, or
solicitor licensed in this or another state or
province, for procuring orin any manner
helping to procure applications for or to place
insurance in this state. This subsection does not
apply to the payment ofcompensation that is
not contingent upon volume ofbusiness
transactedin the form ofsalaries to the regular
employees of the agent, general agent, broker,
cr solicitor.

(n) A criminal insurance act is
committed by an agent or other representative
ofan insurerinvolved in the procuring or
issuance ofan insurance contractwho
intentionally fails to report to the insurer the
exactamountofconsideration charged as
premium for the contractand to m aintain
records showing that inform ation.

Comments

Amendment to this subsection is prim arily
editorial in nature and correctly reflects current
license types.
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*Sec.58. AS 21.36.380 is amended to read:

Sec. 21.36.380.NOTICE ON CLAIM
FORM . A claim form mustcontain a statement
that states in substance the following: "A
person who knowingly and with intent to
iiyure, defraud, or deceive an insurance
company files a claim containing ‘alse,
incomplete, or misleading inform :iion may be
prosecuted under state law [LiGUILTY OF
A FKLoNYJ"A lack ofthe statement on a
claim form does not constitute a defense to
prosecution under this title.

*Sec.59.AS 2139.040 is ami ided by adding
new subsections to read:

0) An insurer who has submitted
an application for a certificate ofauthority
under AS 21.09.110 and a filing of policy forms
under AS 2142.120 may file a proposed rating
system as described in this section. The
director’s approval of the rating system is
contingent upon the issuance ofa certificate of
authority under AS 21.09.120.

(k) The director may adopt
regulations detailing the format and contentof
a rating system filing under this section.

* Sec.80.AS 2139 is amended by adding a
new section to read:

«fr/nune332.jt

Existing Statutes

SECTION 2136.380.NOTICE ON CLAIM
FORM . A claim form mustcontain a statement
that states in substance the following: "A
person who knowingly and with intent to
injure, defraud, or deceive an insurance
company files a claim containing false,
incomplete, or misleading inform ation is guilty
ofa felony." A lack ofthe statementon a claim
form does not constitute a defense to
prosecution under this title.

-64-

Comments

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

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

The addition ofa new subsection provides that
when a certificate of authority is surrendered
ornot continued, any approvals ofrate filings
are autom atically cancelled unless affirmedby
the director.
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Sec.21.39.055. CANCELLATION OF
APPROVED FILING. The voluntary surrender
ofa certificate of authority or the failure of the
surrendering adm itted foreign insurer to
continue a certificate ofauthority in force has
the effectofcancelling an approval that the
insurer may have received under this chapter,
unless the approval has been affirmed by the
director at the time of the surrender or
noncontinuation of the certificate ofauthority.

*Sec.61.AS 2142120 is amended by adding
new subsections to read:

(f) This section does not apply to
types ofinsurance subject to AS 2157.

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

(h) The director may adopt
regulations detailing the format and content of
fihngs ofa policy form under this section.

*Sec.62. AS 2142.345 is amended by
adding a new subsection to read:

1
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Comments

The amendment to this section is by adding
three new subsections. Subsection (f) excludes
credit insurance forms from this section (since
they are covered in AS 2157.080). Subsection
(9) allows insurers who have applied for a
certificate ofauthority to file their requested
policy forms with the division, before the
certificate ofauthority has been granted.
Subsection (h) specifically authorizes the
director to adopt regulations regarding the
format and content of form filings.

Amendmentis primarily editorial in nature and
clarifies that the mandatory offer of coverage
for newborn or adoptive children applies to all
parents.
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(b) An insurer authorized under AS
21.09 to offer, issue for delivery, deliver, or
renew an individual or group disability
insurance policy for meoical coverage on an
expense incurred basis in the state, or a
hospital or medical service corporation
authorized under AS 2187 to offer or renew an
individual or group subscriber’s contract for
medical coverage in the state, shall offer
coverage for fam ily members,including newly
born children, adopted children, or children
placed for adoption and is subject to the
conditions in (a) of this section, regardless of
the marital status of the covered person.

*Sec.63. AS 2157.010 is amended to read:

Sec. AS 2157.010. PURPOSE. The
purpose of this chapter is to promote the public
welfare by regulating consumer credit [LIFE
INSURANCE AND CREDIT DISABILITY]
insurance. Nothing in this chapter is intended
to prohibit or discourage reasonable
competition. The provisions of this chapter
shall be liberally construed.

eSec.64. AS 2157.020
reenacted to read:

is repealed and

JT/mes2. jt

Existing Statutes

SECTION 2157.0l0. PURPOSE. The purpose of
this chapteris to promote the public welfare by
regulating credit life insurance and credit
disability insurance. Nothing in this chapter is
intended to prohibit or discourage reasonable
com petition. The provisions of this chapter shall
be liberally construed.

-66-

Comments

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

This broadens the scope of this chapter to
include creditinsurance on all loans except for
ones secured by a first mortgage. The
restriction of this chapter in the existing law to
loans ofless than $5000 for periods ofless than
5 years has been eliminated.
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Sec. 2157.020. APPLICABILITY.AI
consumer credit insurance transacted in
connection with a credit transactions for a
personal, household, or fam ily purpose is
subject to the provisions ofthis chapter except

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

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

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

(2) an isolated insurance
transaction by the insurer notrelated to an
agreementor a plan forinsuring debtors of the
creditor; or

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

*Sec.65. AS 2157.030 is repealed and
reenacted to read:

Sec. AS 2157.030. AUTHORIZED
TYPES OF CONSUMER CREDIT
INSURANCE. Each type of consumer credit
insurance defined in AS 21.57.160 may be
written separately orin combination with other
types ofconsumer creditinsuran :on an
individual or group basis.

JT/mme332._jt

Existing Statutes

SECTION 2157.020. APPLICABILITY. Al life
insurance and all disability insurance in
connection with loans or other credit
transactions shall be subject to the provisions of
this chapter exceptinsurance in connection
with a loan or other credit transaction of five
years or more duration involving a loan or other
credit transaction that exceeds $5,000;
insurance may not be subject to the provisions
ofthis chapter if the issuance ofthe insurance
is an isolated transaction on the partofthe
insurer not related to an agreementor a plan
for insuring debtors of the creditor.

SECTION 2157.030. FORMS OF CREDIT
LIFE INSURANCE AND CREDIT DISABILITY
INSURANCE. Credit life insurance and credit
disability insurance shall be issued only in the
following forms:

Comments

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

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

Sec. AS 2157.040. AMOUNT OF
CONSUMER CREDITINSURANCE, (a)The
amountofcoverage for credit life insurance
payable at the time ofloss

JT/mme332.jt

Existing Statutes

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

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

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

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

SECTION 2157.040. AMOUNT OF CREDIT
LIFE INSURANCE AND CREDITDISABILITY
INSURANCE, (a) The initial amount ofcredit
life insurance may not exceed the total amount
repayable under tne contractofindebtedness
and, if an indebtedness is repayable in
substantially equal installments, the amountof
insurance shall at no time exceed the scheduled
oractualamountofunpaid indebtedness,
whichever is greater, except that agricultural
loans not exceeding one year may be written up
to the amountofthe loan commitment on a
nondecreasing or level term plan.

Comments

This section gives a detailed description of the
amount ofcredit life insurance that may be
written in different situations. In general, the
amountofcreditinsurance may be no more
than the balance ofthe loan. The existing law
allows the amount of credit life insurance to
equal the balance ofthe loan plus all unearned
finance charges. The amountofcredit
disability or unemploymentinsurance may
equal the total of the unpaid installmentsof
the loan.
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(1) may not exceed the
greater of the actual net debt or the scheduled
net debt, exceptinsurance on an

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

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

(2) may not be less than the
actualnetdebtless any payments more than
two months overdue if the coverage is written
on the actualoutstanding netdebt;

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

(A) the scheduled net
debtif the actual netdebtis less than
orequal to the scheduled net debt;

(B) the actual net
debtif the actual netdebtis greater
than the scheduled net debtbut less
than or equal to the scheduled net debt
plus two months of payments; or

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

(4) mustequal the actual
netdebton the date ofdeath ifa premium is
assessed to the debtor on a monthly basis and
is based cm the actual net debt; and

(5) may be less than the net

debtwhen the partial coverage is calculated
using one of the following:

JT/mes2_jt
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(A) the amount of
insurance is the lesser of a stated
amount and the amount determined by
(2) of this subsection;

(B) the amountof
insurance is the lesser ofa stated
amount and the amount determined by
(3) of this subsection;

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

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

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

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

(b) The director may provide for

other patterns ofinsurance consistent with (a)
ofthis section by regulation.

JT/mme332jt

Existing Statutes

(b) The total amountofperiodic
indem nity payable by credit accident and
health insurance in the eventofdisability, as
defined in the policy, may not exceed the
aggregate of the periodic scheduled unpaid
installments oftne indebtedness; and the
amountofeach periodic indem nity payment
may not exceed the original indebtedness

divided by the number of periodic installments.

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

(d) If credit disability insurance or
creditunemploymentinsurance is written in
connection with an open-end consumer credit
agreement, the amountofinsurance may not
exceed the gross debt that would accrue on the
amoun wusing the creditor’s minim um
repayrient schedule. The periodic indem nity
need not relate to the creditor’s minimum
repayment schedule.

*Sec.67.AS 2157.050 is repealed and
reenacted to read:

JT/mme332jt

Comments

This section explains when a credit insurance
policy may become effective in different
situations, and how long the insurance may
extend beyond the date the loan is paid. It also
specifies that if the insurance is terminated
before the scheduled termination date, the
debtor is entitled to a refund.
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Sec. AS 2157050.DURATION OF SECTION 2157.050.TERM OF CREDIT LIFE
COVERAGE, (a) The effective date of coverage INSURANCE AND CREDIT DISABILITY
for INSURANCE. The term ofcredit life insurance

or credit disability insurance shall, subject to
acceptance by the insurer, commence on the
date when the debtor becomes obligated to the
creditor, except that, if a group policy provides
coverage with respect to existing obligations,
the insurance on a debtor with respect to the
indebtedness shall commence on the effective
date ofthe policy. If evidence of insurability is
required and the evidence is furnished more
than 30 days after the date the debtor becomes
obligated to the creditor, the term of the
insurance may commence on the date on which
the insurance company determines the evidence
to be satisfactory, and in that event there shall
be an appropriate refund or adjustmentofany
charge to the debtor for insurance. The term of
the insurance may not extend more than 15
days beyond the scheduled maturity date of the
indebtedness except when extended without
additional cost to the debtor. If the
indebtedness is discharged due to renewal or
refinancing before the scheduled maturity date,
the insurance in force shall be terminated
before any new insurance may be issued in
connection with the renewed or refinanced
indebtedness. In all cases oftermination before
scheduled maturity, a refund shall be paid or
credited as provided in AS 2157.090.

(1) consumer credit
insurance that is elected by the debtor before or
contemporaneous with a credit transaction, the
date when the debtor becomes obligated to the
creditor, exceptthat when evidence of
individual insurability is required and the
evidence is furnished more than 30 days after
the date when the debtor becomes obligated to '
the creditor, the effective date may be die date
on which the insurance company determines
the evidence to be satisfactory;
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(2) insurance coverage that
is elected by the debtor on a date subsequent to
the date of the credit transaction is, subject to
acceptance by the insurer, a date not earlier
than the date the election is made bv the debtor
or later than 30 days following the date on
which the insurer accepts the risk for
coverage;an insurer shall determine if a risk is
acceptable by an objective method, including
one related to a particular date within a billing
or repayment cycle or a calendar month; and

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

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

(c) The duration ofcoverage for
consumer creditinsurance may not extend

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

(2) more than 15 days
beyond the scheduled m aturity date ofthe debt
exceptwhen extended

(A) without
additional cost to the debtor; or

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

(e) [f insurance coverage terminates
before the scheduled termination OTsuch
insurance, the insurer shall make an
appropriate refund or credit to the debtor. The
renina or creditmust consist of the unearned
insurance charge paid by the debtor for
insurance after the date of the term ination,
exceptthata refund is notrequired ofa charge
made for insurance if the insurance is
terminated by performance of the insurer’s
obligation with respect to the insurance.

(f) An insured debtor m?y
terminate consumer creditinsurance at any
time by providing advance notice to the insurer.
The individual policy or group certificate may
require that notice be in writing or that the
debtor surrender the individual policy or group
certificate, or both. The debtor’s right to
terminate coverage may also be subject to the
terms of the credit transaction contract.
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*Sec.68.AS 2157 is amended by adding a

This is a new section detailing specific
new section to read:

disclosures that must be made to debtors before
a creditinsurance policy may be sold, and the
manner and time that the disclosures must be
made. The disclosures that must be made
include: 1) that the purchase ofcredit
insurance is optional, and not required to
obtain the loan, 2) whether or not the debtor is
able to select which types of consumer credit
insurance to purchase, or whether the types are
only sold as a package, 3) who is eligible for
the creditinsurance, 4) the fact that the debtor
may not need or want credit insurance if they
have other insurance, 5) the fact that the
debtor has a 30 day free look during which
time they can cancel the policy without charge,
6) a description of the coverage provided, 7)
any finance charge to be applied to the
premium,and 8) whether or not the benefits of
the policy are sufficient to pay offthe debt in
full in the eventofa claim.

Sec. AS 2157.055. DISCLOSURE TO
DEBTORS, (a) Before a debtor elects to
purchase consumer creditinsurance in
connection with a credit transaction, the
insurer shall disclose the following in writing to
the debtor:

) the purchase of
consumer creditinsurance is optional and not a
condition ofobtaining creditapproval;

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

(3) the conditions of
eligibility;

(4) if the debtor has other
insurance that covers the risk, the debtor may
notwantor need creditinsurance;
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(5) if the creditor requires
consumer creditinsurance as additional
security for a debt, the debtor haj the option of
furnishing the required amountofinsurance
through existing policies owned or procured by
the debtor or of procuring and furnishing the
required insurance through an insurer
authorized to transactan insurance business in
this state;

(6) the effective date of the
coverage;

(7) the debtor may cancel
the coverage within the first 30 days after
receiving tne individual policy or group
certificate and have a premium paid by the
debtorrefunded orcredited; thereafter, the
debtor may cancel the policy atany time during
the term ofthe ioan and receive a refund ofun-
garned premium;

(8) a briefdescription ofthe
coverage, including

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

(C) any exceptions,
[imitations, or exclusions:

(D) the insured
event;

(E) any waiting or
elimination period;

(F) any deductible;

(G) any applicable
waivei ofpremium provision;

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

) the premium

rate for each coverage or for multiple
coverage in a package;
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(9) if the premium or
insurance charge is financed, it will be subject
to finance charges at the rate applicable to the
credit transaction or at another specified rate;
and

(10) whether ornotthe
benefits provided are sufficient to pay off the
debtin full, including finance charges unearned
atthe time ofthe claim.

(b) The disclosure required in (a) of
this section shall be provided in the following
manner.

(1) in connection with
consumer creditinsurance offered
contemporaneously with the extension ofcredit
oroffered through direct mail advertisements,
the disclosure shall be presented to the
consumer in a clear ana conspicuous manner, or

(2) in conjunction with the
offer ofcreditinsurance subsequent to the
extension ofcredit by other than direct mail
advertisements, the initial disclosure may be
provided orally as long as written disclosure is
provided to the debtor no later than 10 days
after the offer or the date any other written
material is provided to the debtor, whichever
occurs uf3t.

(c) [fthe debtor elects to purchase
coverage, the delivery ofthe disclosure reauired
in (b) ofthis section shall be acknowledged by
the debtor at the time ofdelivery, and tne
insurer shall maintain the debtors written
acknowledgement for atleast five years.

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

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

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

(1) the name and home
office address ofthe insurer;

(2) the name ofthe debtor,

(3) the premium to be paid

by the debtor disclosed separately for each kind
ofcoverage or for all coverage in a package,
exceptthatforopen-ended loans, the premium
rate and the basis of premium calculation must
he specified;

(4) a full description of the

coverage including the amount,the term, and
any exceptions, limitations, or exclusions;
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SECTION 21.57.060. PROVISIONS OF
POLICIES AND CERTIFICATES OF
INSURANCE, (a) Allcreditlife insurance and
credit disability insurance shall be evidenced by
anindividual policy, orin the case of group
insurance by a certificate ofinsurance, which
individual policy or group certificate of
insurance shall be delivered to the debtor.

(b) Each individual policy or group
certificate of credit life insurance, ana credit
disability insurance must, in addition to other
requirements of law, setout the name and
home office address ofthe insurer, and the
identity by name or otherwise ofthe person or
persons insured, the rate ofamountofpayment,
u any, by the debtor separately in connection
with credit life insurance and credit disahility
insurance, a description ofthe amount, term,
and coverages including exceptions, limitations,
orrestrictions, and must state that the benefits
shall be paid to the creditor to reduce or
extinguish the unpaid indebtedness and, if the
amountofinsurance exceeds the unpaid
indebtedness, that any excess shall be payable
to a beneficiary, other than the creditor, named
by the debtor, or to the dehtor’s estate.

Comments
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(5) a statement that the
benefits shall be paid to the creditor to reduce
orextinguish the unpaid debtand that,
whatever the amountofinsurance bhenefit
exceeds the unpaid debt, the excess will be
payable to the debtor, a beneficiary other than
the creditor named by the debtor, or the
debtor’s estate;

(6) an explanation ofhow
refunds are calculated in the eventofpolicy
termination; and

(7) if the benefitis not
adequate to completely pay offthe debt existing
on the date ofdeath or disability, a statement
to that effect on the face of the individual policy
orgroup certificate in notsmaller than 10
paint, bold face type.

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

JT/mme332.t

Comments

This section makes mostly editorial changes to
the requirements regarding when the policy or
certificate must be delivered to the debtor and
whatmustbe included on it. It also adds a
requirement that the debtor be given a 30 day
free look period to review the policy. If the
debtor decides within the 30 days that they
don't want the policy, they are entitled to a full
refund.
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Sec. 21.57.070. REQUIREMENTS FOR
EVIDENCE OF INSURANCE, (a) Unless the
individual policvor group certificate of
insurance is delivered to the debtor at the time
the debtis incurred or when the debtor elects to
purchase coverage, a copy ofthe application for
the policy or a notice of proposed insurance,
signed by the debtor ana setting out (1) the
name and home office address of the insurer,
(2) the name ofthe debtor, (3) the premium
rate to be paid by the debtor for the insurance,
and (4) the amount, term, and a brief
description ofthe coverage provided, shall he
delivered to the debtor at the time the debt is
incurred or the election to purchase coverage is
made. The copy ofthe application for or notice
of proposed insurance must refer exclusively to
insurance coverage and mustbe separate and
apart from the loan, sale, other credit
statementofaccount, instrument, or agreement,
unless the information required by this
subsection is prominently setoutin it. Upon
acceptance ofthe insurance by the insurer and
within 30 days ofthe date upon which the debt
is incurred or the election to purchase coverage
ismade, the insurer shall deliver the individual
policy orproup certificate ofinsurance to the
debtor. Tne application or notice of proposed
insurance must state that upon acceptance by
the insurer, the insurance shall become
effective as provided in AS 21.57.050(a).
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SECTION 21.57.070.DELIVERY OF POLICY
ORCERTIFICATE, (a) The individual policy or
group certificate ofinsurance shall be delivered
to the insured debtor at the time the
indebtedness is incurred except as provided in
(b) and (c) of this section.

Comments
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(b) The application or notice ofpro-
posed insurance may be used to fulfill all of the
requirements ofAS 21.57.055(a) and
21.57.060(b) ifitcontains all of the inform ation
required by those subsections.

(c) The debtor has 30 days from the
date the debtor receives the individual policy or
the group certificate to review the coverage
purchased. Atany time within the 30-day
period, the debtor may conta t the creditor or
insurer issuing the policy or ertificate and
mauestthatthe coverage bjcancelled. The
individual policy or group certificate may
require the requestto be m writing, that the
poucy or certificate be returned a the insurer,
orboth. Ifa policyis cancelled, the insurer
shall then return a full refund orcreditofall
premiums orinsurance charges to the debtor
within 30 days.
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(b) I'f the individual policy or group
certificate ofinsurance is notdelivered to the
debtor at the time the indebtedness is incurred,
a copy ofthe application for the policy or a
notice of proposed insurance, signed by the
debtor and setting out the name and home
office address ofthe insurer, the name or
names ofthe debtor, the amountofpayment by
the debtor separately in connection with credit
life insurance and credit disability insurance
coverage, and a briefdescription of the coverage
provided or to be provided, shall he delivered to
the debtor at the time the indebtedness is
incurred. The copy ofthe application for or
notice ofproposed insurance must refer
exclusively to insurance coverage, and must be
separate and apartfrom the loan, sale, or other
credit statementofaccount, instrumentor
agreement, unless the information required by
this section is prominently setoutin it. Upon
acceptance of tne insurance by the insurer and
within 30 days of the date upon which the
indebtedness is incurred, the insurer shall
cause the individual policy or group certificate
ofinsurance to be delivered to the debtor. The
application or notice of proposed insurance
must state that, upon acceptance by the*
insure.,the insurance shall become efftctive as
provided in AS 21.57.050.

(c) I'f the insurer named in either the
application or notice of proposed insurance does
notacceptthe risk, the debtor shall receive a
policy or certificate of insurance setting out the
name and home office address ofthe
substituted insurer and the amountofthe
premium to be charged, and if the amountof
premium is less than thatsetoutin the notice
ofproposed insurance an appropriate refund
shall be made.

-81-

OnmmentsS
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(d) [fthe named insurer does not
accept the risk, the debtor shall receive a policy
or certificate of insurance listing the name and
home office address of the substituted insurer
and the amount ofthe premium to be charged.
[fthe amountofpremium is less than the
amountin the notice of proposed insurance, the
insurer shall issue an appropriate refund
within 30 days. If the risks notaccepted by an
insurer, a premium paid by the debtor shall he
refunded or credited to the debtor witliin 30
days of the date ofapplication.

(e) For the purposes of(a) of this
section, an individual policy or group certificate
delivered in conjunction with an open-end
consumer creditagreementorany consumer
creditinsurance requested bv the debtor after
the date of the debtis considered to be
delivered at the time the debt is incurred or
glection to purchase coverage is made if the
delivery “c~urs within 30 days ofthe date the
insurance is effective.

(f) An individual policy or group
certificate delivered in conjunction with an
open-end consumer creditagreementshall
continue from its effective date through the
term ofthe agreement unless the individual
policy or group certificate is terminated in
accordance with its terms atan earlier date.

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

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

JT/mme332 jt

Existing Statutes

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

Comments

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

() [fthe director notifies the
insurer thata documentrequired to be filed
under (a) of this section is disapproved, the
insurer may notissue or use any partofthe
document. In the notice ofdisapproval to the
insurer, the director shall specify the reason for
disapproval and indicate that the insurer is
entitled to a hearing.

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

(e) An insurer may not issue or use
a documentrequired to be filed under (a) of this
section after the effective date ofa withdrawal
ofapprovalund r (d) of this section.
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(b) The director shall, within 30 days
after the filing of a policy, certificate of
insurance, notice of proposed insurance,
application for insurance, endorsement, or
rider, in addition to other requirements of law,
disapprove the form if the table of premium
rates charged or to be charged appears by
reasonable assumptions to be excessive in
relation to benefits or if it contains provisions
which are unjust, unfair, inequitable,
misleading, deceptive, orencourage
misrepresentation of the policy.

(c) I'f the director notifies the insurer
that the form is disapproved, it is unlawful
thereafter for the insurer to issue or use the
form. In the notice, the director shall specify
the reason for disapproval and state that a
hearing will be granted within 20 days after
requestin writing by the insurer. A policy,
certificate of insurance, notice of proposed
insurance, application, binder, endorsement, or
rider may not be issued or used until the
expiration of 30 days after it has heen filed,
unless the director gives prior written approval
to it.

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

() An insurermay notissue or use a
form after the effective date ofa withdrawal of
approval under (d) of this section.

Comments
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(O [fagroup polity ofconsumer (fy 1fa group policy of credit life
creditinsurance (1) nas been delivered in this insurance or credit disability insurance
state before July 1, 1994 or (2) has been or is
delivered in another state before or after July 1,

1994, the insurer shall be required to file only
the group certificate and notice of proposed
insurance delivered or issued for delivery in
this state as specified in AS 21.57.060(b) and
21.57.070(a).

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

(2) has been oris delivered in
another state before or after July 1, 1966, the
insurer shall be required to file only the group
certificate and notice of proposed insurance
delivered or issued for delivery in this state as
specified in AS 21.57.060(b) and 21.57.070(b)
and the forms shall be approved by the director
if they conform with the requirements specified
in these subsections and if the schedules of
premium rates applicable to the insurance
evidenced by the certificate or notice are notin
excess of the insurer’s schedules ofpremium
rates filed with the director; provided, however,
the premium rate in effect on existing group
polices may be continued until the first policy
anniversary date following the date this title
hecomes effective.
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(9) Consumer creditinsurance
forms used for insurance described under (f) of
this section shall be approved by the director if
they conform with the requirements specified in
this section and if the schedules of premium
rates applicable to the insurance evidenced by
the certificate or notice are in accordance witn
the insurer’s schedules of premium rates filed
with the director. An item required to be filed
under (a) of this section shall also be filed as
specified in this chapter unless the item relates
to a group policy thatis delivered in another
state ana the director has determined that the
other state has substantially similar statutes or
regulations to this chapter. Upon this
determination the items required to bhe filed
under (a) of this section shall be filed for
informational purposes. Ifthe director sub-
sequently determines that the informational
filing is notin compliance with the
requirements of this chapter, the insurer may
notuse the insurance policy, form, certificate,
notice ofproposed insurance, disclosure notice,
advertisement, application for insurance,
endorsement, or rider.

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

Sec. AS 21.57 090. PREMIUM AND RE-

FUNDS. (a) Aninsurer may revise its
schedules of premium rates from time to time,
and file the revised schedules with the director,
Aninsurermav notissue aconsumer credit
[LIFE INSURANCE POLICY OR CREDIT DIS-
ABILITY] insurance policy for which the
premium rate differs from [EXCEEDS] that
determined by the schedules ofthe insurer then
approved by [ON FILE WITH] the director.
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(g9) An order or final determination of
the director under the provisions of this section
shall be subject to judicial review.

SECTION 21.57.090. PREMIUMS AND
REFUNDS, (a) An insurer may revise its
schedules of premium rates from time to time,
and file the revised schedules with the director.
Aninsurer may notissue a creditlife insurance
policv orcredit disability insurance policy for
whicn the premium rate exceeds that
determined by the schedules ofthe insurer then
on file with tne director.

Comments

This section involves some editorial changes,
and specifies the formula that mustbe used to
calcinate premium refunds in the event of
policy termination.
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(b) An [EACH] individual policy or
erouD certificate must provide for a refund in
the eventoftermination of ITHAT IK] the
Insurance [IJTTEKMINATED] before the
scheduled maturity date of the insurance and
upon notice to the insurer. The
[INDEBTEDNESS, ANY] refimTSTan amount
paid bv the debtor forinsurance shall be paid
orcredited promptly to the person entitled to it;
provided, however, that the director shall
prescribe a minimum refund and a [NO] refund
that would be less than the minimum need not
be made. A refund formula thatan insurer
desires to use mustprovide refunds that
are atleastas favorable to the debtor as
refunds based on the rule ofanticipation.
The formula to be used in computing refunds
shall be filed with and approved by the director.

() [facreditorrequires a debtor to
make a payment forconsumer credit [LIFE
INSURANCE ORCKEDITDISABILITY]
insurance and an individual policy or group
certificate of insurance is notissued, the
creditor shall immediately give written notice to
the debtor and shall promptly make an ap-
propriate credit to the accountor issue a
refund.

(d) The amountcharged to a debtor
forconsumer credit [LIFE OR CREDIT
DISABILITY Jinsurance may notexceed the
premium charged by the insurer, as computed
atthe time the charge to the debtor is
determined.

*Sec.73. A5 21.57.090 is amended by adding a
new subsection to read:

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

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

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

This section adds a new subsection clarifying
thatnothing in this chapter authorizes
payments prohibited under other laws

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

57.120. SELECTION
RED.IEXTSTING

. enconsumercredit [LIFE
OR CREDIT DISABILITY]
insurance is required as additional security for
a debt [ANINDEBTEDNESS!, the debtor
shall, upon request to the creditor, have the
option offurnishing the required amountof
insurance through existing policies ofinsurance
owned or controlled by the debtoror of
procuring and furnishing the required coverage
through an insurer authorized to transact an
insurance business in this state.

*Sec. 75. A8 2157 is amended by adding a
new section to read:

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

* Sec.76.AS 21.57.150 is repealed and
reenacted to read:
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SECTION 21.57.120. EXISTING INSURANCE.
W hen credit life insurance or credit disability
insurance is required as additional security for
an indebtedness, the debtor shall, upon request
to the creditor, have the option offurnishing
the required amountofinsurance through
existing policies of insurance owned or
controlled bv the debtor orofprocuring and
furnishing tne required coverage through an
insurer authorized to transact an insurance
business in this state.

Comments

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

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

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

AS 21.27.440.
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Sec. 21.57.150. PENALTIES, (a) In
addition to any other penalty provided by law, a
person licensed under AS 21.27 that the
director determines under AS 21.06.170 -
21.06.240 has violated the provisions of this
chapter is subject to

(1) a civil penalty eoual to
the compensation promised, paid, or to f>e paid,
directly orindirectly, to the licensee in regard
to this violation;

(2) gither a civil penalty of
notmore than $10,000 for a violation or, if the
director determines that the person wilfiilly
violated the provisions ofthis chapter, a civil
penalty ofnotmore than $25,000 for a
violation; and

(3) denial, nonrenewal,
suspension, or revocation ofa license.

(b) In addition to any other penalty
provided by law, an insurer that the director
determined under AS 21.06.170 - 21.06.240 has
violated the provisions of this chapter subject to

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

(2) gither a civil penalty or
notmore than $10,000 for a violation or, if the
director determines that the insurer wilfully
violated the provisions ofthu chapter, a dvil
penalty of notmore than $25,000 for a
violation; and

(3) denial, suspension, or
revocation ofa certificate ofauthority.
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SECTION 21.57.150. PENALTIES. In addition
to a penalty provided by law, a person who
violates »n order of the director after it has
become final, and while the order is in effect,
shall upon proofto the satisfaction of the court,
forfeit and pay to the state a sum not to exceed
$250 which may be recovered in a dvil action,
exceptthat ifthe violation is found to be wilful,
the amountofthe penalty shall be a sum not to
exceed $1,000. The director may revoke or
suspend the license or certificate ofauthority of
the person guilty ofthe violation. The order for
suspension or revocation shall be subject to
judidal review as provided in AS 21.06.230.

Comments
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() In addition to any other penalty
provided by law, any person that the director
determines under AS 21.06.170 -21.03.240 has
violated the provisions ofthis chapter subject to

(1) gither a dvil penalty of
notmore than $10,000 for a violation or, if the
director determines that the person wilfully
violated the provisions of this chapter, a dvil
penalty ofnot more than $25,000 for a
violation; and

(2) denial ofa license.

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

Sec. 21.57.160. DEFINITIONS. In this
chapter,

(1) "agriculture credit
transaction commitment" means a binding
agreementto loan money up toa fixed amount
asneeded foragricultural purposes;

(2) "compensation™ means
commissions, dividends, retrospective rate
credits, service fees, expense allowances or
reimbursements, gifts, furnishing equipment,
facilities, goods, or services, orany other form
ofremuneration resulting directly from the sale
ofconsumercreditinsurance;

(3) "consumer credit
insurance” means credit life insurance, credit
disability insurance, orcreditunemployment
insurance;
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SECTION 21.57.160. DEFINITIONS. In this
chapter

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

(2) "credit life insurance™ means
insurance on the life ofa debtor under orin
connection with a specific loan or other credit
transaction;

(3) "creditor” means the lender
ofmoney orvendoror lessor ofgoods, services,
property, rights, or privileges, for which
payment i3 arranged through a credit
transaction, or a successor to the right, title, or
interestofthe lender, vendor, or lessor and an
affiliate, associate, or subsidiary ofany of them
ora director, officer, or employee ofany of them
orany other person in any way associated with
any of them ;

Comments

Several new definitions are added to this
section, primarily to clarify some ofthe terms
that are used in this chapterand may have

been misinterpreted in the past.
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(4) "credit disability
insurance” means insurance on a debtor to
provide indem nity payments or debt becoming
due on a specific loan orother credit
transaction while tne debtor is disabled;

(5) “credit fife insurance”
means insurance on the life ofa debtor under
orin connection with all ora partofa specific
loan or other credit transaction;

(6) "creditunemployment
insurance”™ means insurance on a debtor to
provide indem nity for payments or debt

becoming due on a specific loan or other credit

transaction while the debtoris involuntarily
unemployed;

(7 “credit transaction”
means a transaction by which the repayment
formoney loaned or aloan commitment made

orpaymentfor goods,services, or properties sold

orleased is made at a future date;

(8) “creditor" means a

person who lends money or who sells or leases

goods, services, property, rights, or privileges,

for which paymentis arranged through a credit

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

(9) "debtor™ means a person

who borrows money, or purchases or leases
goods, services, property, rights, or privilefc is

Forwhich paymentis arranged through a credit

transaction;

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

agreementto loan money up to a fixed amount

as needed foreducational purposes;

(11) "gross debt" means the
total of the remaining payments owed to the
creditor by the debtor,
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(4) "debtor” means a borrower of
money or a purchaser or lessee of goods,
services, property, rights, or privileges for
which paymentis arranged through a credit
transaction;

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

Comments
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(12) "identifiable charge"
means a charge for consumer creditinsurance
thatis made to a debtor having the benefit of
the insurance, including a charge forinsurance
thatis disclosed in the consumer credit
agreementorotherinstrument furnished to the
debtor, and any difference in the finance,
interest, service, or other similar charge made
to debtors who are in like circumstances except
for their insured or noninsured status;

Existing Statutes

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

(14) "open-end consumer
credit" means consumer credit extended by a
creditorunder an agreementin which

(A) the creditor
reasonably contemplates repeated
transactions;

(B) the creditor
imposes a periodic finance charge on an
outstanding unpaid balar'j;ana

(C) the amountof
consumer creditthat may be extended
to the debtor during the term ofthe
agreement, up to any limit setby the
creditor, is generally made available to
the extent thatany outstanding balance
is repaid;

(15) "rule ofanticipation™
means a refund method thatresults in refunds
equal to the premium costofscheduled benefits
subsequentto the date ofcancellation or
termination, computed at the schedule of
premium rates in effect on the date ofissue.

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

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

(b) A domestic insurer may, upon
approval ofthe director, transfer its domicile to
another state in which itis admitted to
transact the business ofinsurance. Upon a
transfer as described in this subsection, the
insurer shall cease to be a domestic insurer of
this state, but shall be considered adm itted to
this state. The insurer shall meet the
qualifications to rem ain adm itted to this state
for a period ofthree years or, ifordered by the
director, a longer period. The director may
approve a proposed transfer unless the transfer
is notin the interestofthe policyholders ofthe
insurer or the insurance marketplace of this
state.

() Upon transfer ofdomestic status
to or from this state, the certificate ofauthority,
appointments under AS 21.27.100, rates, and
other items that the director, allows, and that
are in existence at the time the insurer is
licensed to transact the business ofinsurance in
this state, shall continue in full force and effect
and the insurer 3hall remain duly qualified to
transact the business ofinsurance in this state.
Outstanding policies oftransferring insurer
shall remain in full force and effect and shall be
endorsed with the new name ofthe company,
its new location, and any other information the
director may require. A transferring insurer
shall notify the director ofthe details of the
proposed transfer 30 days bhefore the effective
date of the transfer and shall prom ptly file any
resulting amendments to corporate documents
filed or required to be filed with the director.
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Comments

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

Subsection (b) allows an Alaska domestic
insurer to transfer domicile status to another
state and shall be licensed in Alaska with the
director’s approval. The director shall five
approval unless itis notin the interestof
policyholders or the marketplace. The insurer
is required to meetqualifications for being
licensed in this state for three years after
transfer.

Subsection (c) says that when domestic status
is transferred in oroutofthis state, the
certificate ofauthority, producer appointments,
rates, and other items that director may allow
will continue in effect. Outstanding policies of
the insurer shall be endorsed with the new
name and location of the insurer and any other
information required by the director. The
director shall be notified ofthe details of the
transfer 30 days in advance.
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(d) A transfer of domestic status by
merger, consolidation, or any other lawful
method of combination must meet the
requirements ofAS 21.69.590 or 21.69.600. The
certificate ofauthority, appointments under AS
21.27.100, rates, and other items that the
director, allows, and that are in existence at the
time the insurer is licensed to transact the
business ofinsurance in this state, shall
continue in full force and effectand the insurer
shall remain duly qualified to transact the
business ofinsurance in this state.

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

(e) An insurer thatis transferring
its domicile to this state shall file its revised
policy forms for approval under AS 21.42.

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

Sec.21.69.648. VOLUNTARY
SURRENDER OF CERTIFICATE OF
AUTHORITY.To voluntarily surrender the

certificate ofauthority ofa domestic insurer, a
request shall be made to the director to
extinguish the certificate ofauthority six
months before the planned effective date of the
extinguishmentofthe charter. Before the
requestis granted, the director shall conductan
examination under AS 21.06.120. The
examination shall be completed within 12
months before the effective date ofan
extinguishmentand all issues contained in the
gxamination reportmusthbe resolved to the
satisfaction ofthe director. Insurance business
ofthe domestic insurer shall be cancelled or
reinsured as required under AS 21.69.610 or
21.69.620.
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Comments

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

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

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

The addition of this section is to provide
guidance when an Alaska domestic insurer
wishes to voluntarily surrender its certificate of
authority and discontinue operations as an
insurer. The insurer mustmake a request to
extinguish the certificate ofauthority six
months prior to the planned effective date of
extinguishmentofthe charter. The director
mustconduct an examination within 12 months
ofthe effective date of the extinguishmentand
all issues noted in thatreportmustbe resolved.
Any business ofthe insurer mustbhe cancelled
orreinsured.
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*Sec.79.AS 21.72 is amended by adding a
new section to read:

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

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

Sec.21.75.135. QUARTERLY
STATEMENTS. (a) The director may inquire a
reciprocal insurer’s attorney-in-fact to file a
quarterly financial statement as provided in AS
21.09.205.

(b) A statement required under (a)
ofthis section shall be supplemented by
information thatmav be required by the
director relative to the affairs and transactions
ofthe attorney-in-fact that relate to the
reciprocal insurer.

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

(e) Special meetings of the
committer may be called by the attorney-in-
fact, the chairofthe committee, three members
ofthe committee, or a signed petition ofatleast
one percentofthe subscribers or three
individual subscribers, whichever is greater, as
ofthe mostrecentannual reportofthe
reciprocal insurer.
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Comments

The amendmentofa new section allows that a
benevolent association may be required by the
director to submita quarterly financial
statement which mustinclude the information
required for the annual financial statement.

The amendmentofa new section allows that a
reciprocal insurer may be required to submit a
quarterly financial statement and the director
may require supplemental information on the
transactions oftne reciprocal insurer.

The amendment to this subsection adds that a
special meeting of the subscribers committee
may be called by no less than three individual
subscribers. The currentlanguage ofone
percentofthe subscribers can be burdensome
for very small reciprocals.
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eSec. 82.AS 21.75.170 is amended by adding a
new subsection to read:

(9) Notwithstanding (a) of this
section, a domestic reciprocal insurer
transacting all ofits insurance activities on a
subject resident, located, and to be performed in
this state may, with the prior written approval
ofthe director, have a sunscriber’s advisory
committee that consists ofnotless than five
individuals who are elected by the subscribers,
and who otherwise meet the requirements of(a)
ofthis section,

eSec.83.A521.79.900(6) is amended to read;

(6) "member insurer” means
aninsurer licensed to transactinsurance in the
state thatissues a policy described in AS
21.79.020(a) and (b), or a subscriber contract
providing benefits described in AS
21.87.120(aX2) - (4)or21.87.130(aX2) and (3),
and includes an insurer whose license or
certificate ofauthority in this state may have
been suspended, revoked, not renewed, or
voluntarily withdrawn; "member insurer" does
notinclude

(A) a health
maintenance organization licensed
under AS 21.86:

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

(C) amandatory
state pooling plan;
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(6) "memberinsurer™ means an
insurer licensed to transactinsurance in the
state thatissues a policy described in AS
21.79.020(a) and (b), or a subscriber contract
providing benefits described in AS
21.87.120(aX2) - (4)or21.87.130(aX2) and (3),
and includes an insurer whose license or
certificate ofauthority in this state may have
been suspended, revoked, notrenewed, or
voluntarily withdrawn; "member insurer” does
notinclude

(A) a health
maintenance organization;

(B) a fraternal benefit
society;

(C)amandatory state
pooling plan;

Comments

This new subsection allows a domestic
reciprocal insurer to have a subscribers
committee ofnot less than five persons with
prior written approval of the director. This
change is to remove the burden ofhaving a
nine member subscribers committee when the
reciprocal is very small.

Amendment to this subsection is primarily
editorial in nature and clarifies tne definition of
"member insurer™ in the Alaska Life and
Disability Insurance Guaranty Association Act.
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(D) a mutual
assessmentcompany oran entity that
operates on an assessment basis;

(E) aninsurance
exchange licensed under AS 21.75; or

(F) a nonprofit
hosp'tal or medical service organization
licensed under AS 21.87:

*Sec. 84, AS 21.80.020 is amended by
adding anew subsection to read;

(b) This chapter shall notapply to a
risk retention group formed under
15U.5.C. 3901 - 3906, (Liability Risk Retention
Act).

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

(d) The directormay require a
society to file quarterly financial statements. If
quarterly financial statements are required, the
statements must follow for a given quarter the
reporting specified in the quarterly financial
statementblank form and instructions most
recently approved by the National Association
ofInsurance Commissioners.

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

(E) an insurance
exchange; or

(F) a hospital or medical
service organization;

Comments

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

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

The amendmentofa new section allows that a
health maintenance organization may be
required by the director to submita quarterly
financial statement.
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