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AN ACT
Uia.ATiNt; to uni-aik mi-tiiods Or compttition and
UNI-AIK AND DIC I.I'livi: ACTS AND PKACTICI S N TlIK
KUMNISN OT INM'KANI | *

JTCTION I- UUCILAKATION OT PUKPUST.

The purpose of this Act is lit requlate trade practices in the business of insurance in accordance with the intent of
Congress as expressed in the Act of Congress of March P. I'MS (I'ulilic Law 1S, 7Vth Congress), by debiting, or providing
for the determination of, all such practices in ibis state which constitute tinliir methods ot competition ot unfair or
deceptive acts 01 practices ami by piolnhiliug me trade pi.u lues so defined or dciei mined

SI-CTION 2 -DI I'INI IONS.
When used il this Act:

(u) "Person" shall mean any individual, tuipnrnliuii, association, partnership, reciprocal exchange, illtcr-iiisurci
Lloyds insurer, fraternal benefit society, and any other legal entity engaged in the business of insurance, including agents,
brokers and adjusters. Person shall also mean medical service plans and hospital scivice plans as defined in Section .Tor
purposes of this Act, medical and hospital service plans shall be deemed to lie engaged in tlie- business of insurance.

Dialling Note: Ihis definition could also include dental, optomelrie, and other setvice plans. The
enabling statutes of all service plans should also be amended to make them subject to ibis Act.

(b) ("Commissioner") shall mean the (Commissioner) of Insurance of this state.

(&) “'Insurance policy” or “insurance contract” shall mean any contract of msui.iine. indemnity, medicalot
hospital service, suretyship, ii; aiiuoiiv issued, purposed lot issn.nnr, 01 intended Ini issuance In m i person

Itralimg Note. Tacit stale may wish to intisidci tile advisability ol & lining "msiir.uuc" lot purposes
of this Act if its present insuiuucc code is not satisfactory in ibis regard. In some eases a cross tclctence will
be sufficient. "Service contract" is intended to cover the pioduei issued by medical and hospital service
plans and should be changed to conform to the laws ol each state.

STCTION J - UNI-AIK MI-TIKIDS OT COMPI. 1L IION lilt AND UNI-AIK
AHB-UK DI-CI-iPriVT. ACTS OK PKACTICI-S I'lttHIHIHI1T.1)

No person shall engage in this state in any trade praeliee which is defined in this Act as, or deieimined pursuant to
Section 7 of this Act to be. an unfair method of competition iii an unfaii o1 deci-ptive act or piactiee in the business ol
insurance.

SIHCTION | UNI-AIK MTTIIODS OI- fiOMPI-iil'l ION AND UNI-AIK OK
DLCIPTIVI- ACTS OK PKACI ICIIS DIl INI 1).

fhe following are hereby defined as unfair methods of competition ami unfair malm deceptive acts or practices in
the business of insurance:

(1) MISKI-PKKSUNTATIONS AND I-ALSI-i ADVIIKTISINO OI- POI-.I0VCONfKA(fIS INS_UKANCT Pt)J|C!]-.S.
Making, issuing, circulating, or causing to be made, issued or circulated, any estimate, illusiiaiuuis, circul.n ot, stalenietii,
uutacprescoanig-ilic tenn*-of any- poln'y tssne.l or to In issiu d or the sales pieseiilalion, omission, oi uiinpaiisoii whob.

*As adopted by the (116) Subcommittee.
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(it misrepresents ilu- benefits t», ailvaul.gcs pmmucsl-Uwrchy, conditions. ur_tcrms of any insurance
policy: or .

(i) misrepresents the dividends ot share ol the surplus to he received ilwretm, on any insurance policy; or
making

(c) makes any false or misleading statements as to the dividends or share of surplus previously paid on
similar fmIWWv any insurance policy; or makingany

(ill is .misleading repivwmatoHi-ni any is_a misiepresenlalion as to the finaneial condition of any im-uror
person, or as to the legal reserve system upon which any life insurer operates;ot tuing

(e) uses any name or title of any insurance poliey or class of insurance policies mi- “presenting the true
nature thercofror making any

(f) is a misrepresentation tn-arty-pofteyhohhrt-insorwl-in-any-company for the purpose of inducing or
tending to induce mwlvpolicyknhW tit die lapse, forfeiture, exchange, conversion, or surrender hovof any insurance

policy; or

~(9) is a misrepresentation for the purpose of effecting a pledge or assignment of or effecting a loan against
an> insurance policy; in_

tht mtstrnrcscnis any iiiswiati.c policy as Inmig vli.ues of s'ock

t.'l TAIsi INFOHM\TIDS" \SI> \I»\'I It [IsINt; t.1 Ml KAI IV Making, publishing, disseminating, circulating
w pli, mginlon tin piihlu o1 .iiising .lira'sIts 01 unhrciih . to he made, published ilisseniinaied. circulated, or placed
la fon the piihlu, in a neiisp .pci itugi/nii m oilut piiMoaiinn. or in the lorm of a notice, ciiculjr, pamphlet, letter or
poster or our ini tolio or_ids nsiou stalion or m ane other is.u. in adeerlisemeni, announcement or statement
soot lining mi isscii .in. icpiisihi moil ot siaicinnit with icspni to the business of insurance or svilli respect to any
prison in itu son.In.tot Insinno nr Imsunss, win, li is untrug, ill ssplot" or unslc tiling

I'ti [t I\t \1ltiv Miking publishing, disseminating, m susul.itmg. direetli or indirectly, or aiiliug. aliening or

......... ipng 'hr mikmg piihhsimig dm, niin.itiiig oi min nl mug ol nu oril or iviitleo siiiciih nt or nit p.miphlrt, circular,

im,Is or hiiijiuiv isltoh is lilsi oi indoiiuisli .no, al «t or dsrogtior) is» tin* linaiietal siilishliiui of mi-iKMrtrr anv
person and wltn h is i itsnt 1154 lo ni|iiie aov sio Il person cngagsst ro iln* Imsiiiras tsi-in-sisraiiie

140 IKtvr I»l Lt HEId 1N AND INTIMIDALIEIN Tiinring into any agreement to commit, or by any eiinierteil
asruin sommittiiig anv ,nr nl hoyson, soereion m iiiimiid ilion lestilnng m or leiulitig to irstilt in reasonable* restraint of,
in inoiiopols in. the business ol insiirauie

(M I'A1SI. HNANCh-M. STATI MINIS AND KNTUIKS.

(a) Knowingly filing with any supervisory or other public official, or knowingly making, publishing,
disseminating, circulating or delivering to any person, or placing before the public, or knowingly causing directly or
indirectly, to lie made, published, disseminated, circulated, delivered to any person, or placed before the public,
any false material statement of fact as to the financial condition of ao-inMifw- a person wi-th-intent to deceiver

(b) Knowingly making any false entry of a material fact in any hook, report or statement of any insurer
with inlriiM o ikwrive any agent or ciammeM awfully- appointed-lo-examinr- into-its condition- or into nny of its
~fintn, »*ritny pnhil*-nllictnl lo-selmm -vicii-m-ntm* n rr«|mred liy kw to- reptsrrror-wW ha-imnltoritv-by law ti*
make a true entry ul jn\ material tail pert.iiniug ti» the husiiu-ss nl siish insurer, person in anv hook, icpori or
statement of stub iiistuei pcison

(rd SDK.Is tHI [<A|ItINS AND ADVISUKY 1IOAKD (UN II(A('IS Issuing or delivering or permitting agents,
officers in cmplnveces in issue nr delivei. agency nmip.inv siotk in oilier capital Mmk, or liruefit ceitificales or shares in
anv somuinu law imputation, or securities or any special or advisory board contracts ot oilier contracts ol any kind
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promising reltitiis and profits as an inducement In iiictirame.

TV*

(7) UNI-AIK DISCKIMINA TION.

(a) Making or permitting any unlair discrimination lietween individuals nl' the same elavs and cijual
expeetatinn ol lile in the rates elurged lor any contract nt' lite insurance or of life annuity or in die dividends or
other lienefits payable thereon, or in any other of the termsand conditions of such contract.

(1)) Making or permitting any unfair iliseiiminalion between individuals of the same class and of essentially
the same hazard in the amount ol premium, policy fees, nr rates charged for any poliey or contract of accident or
health insurance or in the lieueliis payable thereunder, or in any of the terms or conditions of such contract, or in
any other manner whatever.

Drafting Note: In the event that unfair discrimination in connection with accident and health
coverage is treated in other statutes ihe-silurw-syciiuiii this paragraph should be omitted.

(K) kiziiatis.
(a) lixcepl as otherwise expiessly provided by law. know ingly permuting oi offenng to make or making any

contract ol life insurance, life annuity nr accident and health insurance, or agreement as to such contract other
than as plainly expressed in the insurance contract issued thereon, or paying or allowing, or giving or offering to
pay, allow, or give, directly or indirectly, as inducement to such insurance or aitmiii), any rebate of premiums
payable on the contract, or any special favor or advantage in the dividends or other lienefits thereon, or any
valuable consideration or inducement whatever not specified iii the contract.or giving, or selling, nr purchasing or
offering to give, sell, or purchase as inducement to such insurance contract or annuity or m connection therewith,
any stocks, bonds, or other securities of any insurance company or other corporation, association, or partnership,
or any dividends or prolits accrued thereon, oi anything of value whatsoever not specified in the contract.

(lit Nothing in clause (7) or paragraph (a) ol clause (K) of this subsection shall be construed as including
within the definition of discrimination or rebates any of the following practices:

() in rite case uf any conduct of life insurance or life annuity, paying bonuses to policyholders or
Otherwise abating their premiums in whole ¢> in part out of surplus a.cumulated from uoiiparlicipaliug
insurance, provided that any sm.li bonuses or abatement ol ptcuiuiiits shall he lair and opiituhlc to
policyholders and lot the lust inti tests ol iltc company and Us policy linhlcis,

(n) iii the ease of hie insurance policies issued on the uulusiii.il debit plait, making allowance to
policyhohlcis who have continuously fm a specified pcnod made premium payments diicclly to tin office
of the insurer in an amount which fairly rcpicscnts the saving in collection expenses,

(i) teal t of the rate ol premium lor a group insurance policy based on the loss or expense
thereunder, ad of the first or any siihscipicul policy year of insurance thereunder, which may lie
made rclroac. tily lor such policy year.

llIralting Note: |-'ach state may wish to examine its rating laws to assure that they contain sufficient
provision against rebating. Il they do not, this section might be expanded to cover all lilies ol insurance.

(91 UNTAIK (I AIMSE LT TMENT FI(AC 1T TS
Connnilling or pcrloruuug with such freifticncy as i indicate a general business practiiv anv ol the following-
(al iiiisii pit sciiimg pi Luii-iil In Ism uisinuu ¢ polo v pun ismns relating to >oici.iges al issue,

() tailing to acknowledge and act reasonable (‘lumpily upon communicaiioiis with respect to claims ansing
under insurance policies;
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(«o) failing 10 :iil-tpi .mil implement reasonable standards for tin- prompt investigation of claims arising under
insurance policies.

(d) refusing to pay claims without conducting a tcasonalilc investigation based upon all available
information:

(c) failing In alfirm or deny coverage of claims within a reasonable time after proof of loss statement* have
been completed.

(I) not attenipiitig iijfmnl faith to effectuate-prompt. fair anil equitable selticments of claims in which
liability has Ik-coiiic reasonably clear:

(9) compelling insureds in institute liligatioir to teeoeer amounis due under an insurance policy by offering
solislauiiallv liss iti.iu the amounts ullimalely recovered in actions brought by such insureds;

(b) attempting i mscitlc a claim for less than die anioiiHI to wliieli a reasonable man would have believed he
was entitled by reference to written or printed advertising material accompanying or made part nf an application;

(i) attempting to settle claims 011 the hasis of an applieatinn which was altered wiiltnut notice 10, or
knowledge tir consent of the insured:;

(j) malting claims payments to insureds nr henelieiaries mu accompanied by statement setting forth the
coverage under which the payments are being made;

. (YO making known to insureds or claimants jt policy of appealing from nrliittatior awards in favor of
insureds nr claimants tor die purpose ol compelling them to accept settlements nr compromises less than the
amount awarded 11 Jib.ir.itiiiii.

. ()~ delaying the investigation nt payment ol claims by requiting an insured, elaimimt, or the physician of
either to submit .1 prciimin.iiy claim report and then leipiitmg the subsequent submission ol formaT proof of hiss
finills, both of which submissions contain substantially the same iidormaiioi;

(itc) failing to promptly settle claims, white liability has liceome reasonably clear, under diii' portion of the
insurance poliey coverage in order to itillucmc settlements under other portions of the insurantc policy coverage;

(n) failing 11 promptly provide a tcasonalilc explanation of the basis in the insurance policy in relation to
the facts or applicable law for denial of a claim or for the oiler of a compromise settlement.

(10) IAILI'UI" TO MAIN TAIN COMPLAINT IANDLINC. IMtOCI-PUItKS, failure of any person to maintain a
MUIipkIC record of ca the complaints which it lias received since die date of its last examination under S. . This record
shall indicate the total number of complaints, their classification by line of insurance, the nature of each complaint, the
disposition ol these eomplaints, and tile time it took to process each complaint. Tor purposes o? tills TiuTisectitin,
"complaint" shall mean any written cnwtnmmaiion primarily expressing a grievance.

Drafting Note: bach state may wish 1t consider exempting agents and lookers from this Subsection.

(1) MISUI-'KKSI NIATION IN INSUUANCI-: AIMM.ICAHONS. Making fab: nr fraudulent statements or
representations on or relative to an application lor an insurance policy, for the purpose of obtaining a fee, commission,
money, OMilher benefit Irtuii any insurers, agent, broker, nr individual.

) (1.1) Any violation of any one of Set lion ,

Drafting Note Insert section numbers of any other sections of the Insurance l.aw which it is deemed
desirable nr necessary to include as an unfair trade practice

SI CHON 5. bAVOItl 1) Adl-.NI"OK INSt'KIKiCOI-KOION Ob I>I i I0KS.
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(.) No person may (i) requiie. a* 1 mmmihliioiii pieeedenl 10 110 lending ot iiioikv 01 Lsieiismii ol malll, m any
renewal thereof. iliii tlu' pcisuit 10 whom such iimuey 01 eiedil is extended nr whose obligation die creditor is In
acquire or finance, negotiate any juilny 01 rontr.n 10l msmaiicc thmugli .1 pailicul.ir ihwiicr or gmup ol insurers or
agent or broker or group ol agcenis or brokers; o

(ii) unreasonably disapprove the insurance policy provided hy a borrower for the protection of the properly
sccuringlhccre.li: or ligji; or

(iii) require directly or indirectly that any borrower, mortgagor. purchaser, insurer, broker, or agent pay a
separate charge, in connection with the handling of any insurance policy required as security for a loan on real
estate, 01 pay a separate ili.ugc to substitute the insurantc policy of one insurer for that of another.

(iv) use or disclose information resulting from a rcquircmem that a borrower, mottgagor or purchaser
furnish Insurance of any kind on real property being conveyed or used as collateral security to a loan, when such
information o 10 the advantage of the mortgagee, vendor or lender. 01 is 10 the detriment of the borrower,
mortgagor, purchaser, insurer, or the agent or looker complying with such a requirement.

(h) (i) Paragraph a(iii) does mu include the interest which may lie ch.uged 011 premium loans or premium
advancements in accordance with the sectuity instrument;

(ii) l:or purposes of pat (a)(ii). such disapproval dull be deemed unreasonable if it is not based solely on
reasonable standards uniformly applied, relating to the extern ol coverage rvigiircd and the financial soundness and
the seivices of an insurer. Sucli stand irds slull not discriminate against aiipparluidar type of insurer, nor shall such
standards call for the disappmval ol an insurance policy because snclt poliey contains coverage in addition to that
required.

(iii) jlie™ (Commissioner) may investigate the affairs of any person to whom this subsection applies to
determine whether such person has violated this subsection. If a violation of this subsection is loiuid, the person in
violation shall lie subject to e Same procedmes and penalties as aie applicable in oilier provisions ol «ins Act.

(iv) for purposes of this section, "person” includes any individual, corporation, association, partnership, or
other legal entity.

SUCTION S-6-'OWIliH OlI' COMMISSION!-K.

Mie (Commissioner) slull luvc pmvci 10 examine and niccsiig.ilc lion 1in* allans ol ccciv person engaged in lie

of competition 01 m any unfair or deceptive act 01 practice prohibited by Section 3 of this Act.

SUCTION bV OKI tNI I>ANI> UNHH INI I) I'ltAt MCI S II11LAIUNCS,
WITNI Ssi.S, AI''M AhRTNNCi s. PU tlliilciltIN O 1" litllIKS
AND M ItV ICIli Ob I''<OCi:SS.

(8) Whenever the (Coimiiissionci) shall have reason to believe that any such person lus liccil engaged or is engaging
in tliis state in any unfair method ol competition0t anv unfiu or deceptive act 01 practice whether or mil dclincil ill
Section 4 or 5. and (hat a proceeding by aim in respect thereto would lie to the interest of the public, lie shall issue and
serve upon such person a s.utentenl of the charges in that respect and a notice of a hearing thereon to Ik- held at a time and
place fixed in the notice, which shall not lie less than ~ —days after the dale of the service thereof.

(h) At the time and place hscd for such hearing, such person shall have an oppnriunil) to lie heard and
cause why an order shiv.ld not lie made by the (Commissioner) requiring such person 10 cease and desist from the acts,
methods or practices so complained ol Dpnn good cause shown, ilic (Commissioner) slull pcimil any prison in intervene,
appear ami U- hcaid 10 su« h healing hy counsel m wprison

(e) Nothing contained m this Act slull icquiic the oliseivame al any sm Ithe.iimg ol lormal titles ol pleading or
evidence.

to show
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til) 1 (Commissioni-i). itpmi micli hearing. may administer u.i(li\, examine ami cross examine witnesses, receive
oral ami documentary i-viilem-c. anil shall have the power in Mihpoena witnesses, compel their attendance, ami require the
ptOiliKlinn ttf hunks, papers, records, eurrespnmlenee, nr ntlter documents which lie deems relcvanl to the inquiry. The
(Commission r), upntt stnh hearing, may, and upnii the request nf any party shall, cause to lie ntaile a stenographic record
of all the evidence and all the proceedings had at such hearing. If no stenographic record is made and if a judicial review is
sought, the (Commissioner) shall prepare a statement nf the evidence and proceeding fur use on review. In case of a refusal
of any person in comply with any subpoena issued herctiitilei ot to testify with respect to any matter concerning which he
may he lawfully interrogated, the conn of county or the county where such party resides, on application
ol the (Commissioner), may issue an order requiring such person to comply with so- tsubpoena ami to Testify; and any
failure to nliey any such order of lire court may be punished hy the court as a tontciiy thereof,

(e) Statements nf charges, notices, orders, and other processes of the (Commissioner) under this Act may he served
by anyone duly authorized by the (Commissioner), either in the manner provided by law for service of process in civil
actions, or by registering and mailing a copy thereol to ilic person affected by such statement, notice, order, or other
process at his or its residence or principal office or place of business. The verified return hy the pemon so serving such
statement, notice, order, or other process, setting forth the manner of such service, shall he proof of the same, and the
return postcard receipt for such statement, notice, order or other process, rep'stercd and mailed as aforesaid, shall he proof
of the service of the same.

SI-CHON 7H_(T-'ASI- AND DI SIS I'AND I'l-NAI TV OKDI-US AND
MODD ICAIIONS 1111 KIOI".

(a) 1l. after such hearing, the (Commissioner) shall determine that the person charged has engaged in an unlair
method nf competition nr-rlig-rre*-ru pfiH-tiee-ut-ipivotoo-es-diditu-d-io section—t-mwy) clim-ilw->f<M.i>~vtsmpWHird nf Iws
engitg-ibor- Mti-h nn*rlu>d-nf rtmivtttiim: -act or pwctirr in vndainttrof this act, nr on unfair nr dciepiive ai t nr practice he
shall reduce Ins findings in writing and shall issue and cause to In- served upon the prison charged with the violation a copy
nf such lindings and an order requiring such person >n cease ami dcsisi from engaging in such method nf com petition, act
nr practice ainljj the aet_ui practice is ~ saolatinii nf Sections -t nr 5. the (Commissioner) may at his discretion order any-
one or mure  the billowing

f\) piymi-nl ol aiiiuuri.uy pen,illy nl uni iiinn- ili.in sinnn |,n each and evt-iy act or viiilatinn bill uni In
nn'i'i/ mi eyyreg-Oi" /udiitiv 01 = 111100110 unless ifn pcison knew 01 rcasoit.iblv should have known he was in
violalion ol this Ail, in wliitli case ilic penally shall lie not mote than ®Sotlt>for each and every act or violation
bnl il In rxi"i'i*tl mi iiggieg.rre pen.i/r; w SSILIHH) 11 Iny u.v ininiib peon,/ »

~IH suspension nr revocation of the person’s license if he knew or reasonably should have known he was in
violalion of this Ail, or

((") sin h other reliel as is icasnnahlc ami appropriate.**

(h) ('mil the cspii ninn ol the lime allowed under section 0 ol this Act lor tiling a petition for icvicw (hy appeal or
writ of certiorari) if 101 » ‘e petition has hcni duly Itled within stub lime or, if a petition for review has licen filed within
such time. tlien until the li.illsvlipl of the record in the proceeding has been filed in the court, as hereinafter
provided, the (Commissioner) may at any time, upon such notice and in such manner as lie shall deem proper, modify or
set aside in whole or in part any order issued hy hint under this section

(1) After the expiration ol the time allowed lor filing such a pciiiior. lot review if no such petition has been duly
filed within such lime, the fCommissioner) may al any time, alter notice and opportunity for hearing, reopen and alter

mmlily or set aside, in whole 01 in part, any order issied hy him under this section, whenever in his opinion conditions of
lit 2m of law Ii vc so changed as to require such action or if the public itilcicsl shall so require,

SI CTIONHV Ipii CIAL KI'VII W< < HASH-ANO DIMKT I MiDI ItS.

¥ Miirted < iiilns added hy the laws, legislation and I(i-giilaiinn 1) Commiiu-t'.

** |bis paragraph was dcli-lvd hy the law. legislation and Krgtilalinn 1ll) Committie
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Any person ri-Lttirr. | by subject to an order of 1l ((nitliilisMiHH,[) under section H tis-wase -mill «loMs|.-f+++m

may obtain areview of such order by tiling in the vimrl til comity. within days Irtim the date of the
service of suvlt order, a written petition pia> i>* that the order of the (Cnimmvdniier) be set aside. A eopy of Mtelt petition
sltailbe forthwith served upon the (CoiinnisMtiner). ami thereupon the (Conimissiouer) Inrtliwiili shall vertify and tile in
sueh court a transcript of the entire record in the proceeding. including all the evitlenee taken and the teport andordei of
the (Commissioner). t'pon smit tiling of the petition and transcript such . our; shall have jurisdiction nl the proceeding and
of the ipifstinii dcicimined therein, shall deteiniine ivhetliet the liliiiy; ol sm li peiilion shall opci.oe as a stav ol such unler
of the (Cninuiissinitci). an.| shall have pimet to make and enlet upon the pica. Imps, evidente. and pio.ecdmps set lottli in
such transcript a device modifying, .illuming or tcveising the onlei ol the (Commissioner), in whole ot in pan. lhe
finding of the (Commissioner) as to the lacls, il siipponcd by evulente, shall be conclusive.

uraﬂllu*Note: Insert appropriate language lo 1tcoiiunodale to to.al pm.c.hiie the eflecl given the
Coiur-isstoiiei™ileterrninjtinti

(h) "l'o the extent that the order ol ilic (Cnniiiiissiniici) is alliriued. the courl shall llietcupnn issue its own order

commanding obedience to the leiius of such order ol the (Commissioner). Il either pans shall apply to the court lot leave
lo adduce additional evidence, and shall show to the salisl,n lion ol the conn that such additional ‘Vidcme is nialenal and
that tlicte were reasonable grounds lot the Liilure lo adduce stub evidence in tile proceeding belo.e ilic (Coiniiiissioncr),
the court may tinier such additional evidence to be taken bctoic the (Coiniilissioucr) and to l.c addutc.l upon ilic healing
in such manner and upon such terms and conditions as to the vouil may seem proper. I'lic (Commissioner), may uind.lv
his tin.Imp of fact, or make new limlinps by reason ol the additional cvi.lemc so taken, and lie shall lile su.li muddied or
new findings which if stippoiie.l bv evidence shall lie c.inclusive, ami his iccoiiimemlaiinii tI any. lor the
modification or selling aside of his niigiual ot.lu. with the reiurn ol such addilional evidence.

Dralling Nine: Insert appropriate language to aecomilio.laic to local procedure the el'lect given the
Commissi.met s .k*teriiliuatiini In 1 state where the 11111 judgment, oulet 01 decree would not be subject to
review by .11 appellate court provision ihcicl.it should be licit' inserted.

(v) Aeeasc-.md .kstst An older issued by die (I'omiiiissioiier) un.lei section Kshall become It

(0] Upon the expiration tif die nine allowed lor tiling a petition lor icview il no such petition has been
duly tiled within such time, except that the (Commissioner) may thereafter muddy or sclaside his
order to the extent provided in section f. Ib): or

(2)  Upon the linal decision of the vnuri d the court directs that the order ol the (Coiiimissionei) be
affirmed or the petition I n review dismissed.

(d) No order of the (Commissioiiet) under ibis Act or order of a conn lo eiitnrce the same shall in any wav telieve
or ahsolve any poison alIfclc.l by sm hotdel liom any lialuhlv int.let any otliei laws ol this st.itv

ft'ciinN 9 etnotihmm f'ft Aft'to uniaik mi-iiiods oi- comhkiiikin
ANU-UNIAUt OH DhtdIMIVK AC IS till I'll At 1K I-S WHICH AIK.
NOT DIfI'INI').

(h) Wiwiirver die (Cotmmssumri) shall have lens.ill lo Iwhrvr dial ally peison engaged ill the Inisiiivssnfinsurance

nengaging Hi this slatr-.n any method ol e.iinpelilioii or m nnv nel air prneliee in die eoli.luei ol siieli business wlii.il is ilol
ilelive.l Wseelrtuv 4 [linl sueli 1tdirih.nl ol conipelili.u. is tiidnn OL Ili.il suili actm pin* It. e is im liiii or vk'VCplive and dial a
proceeding by him 1M respect dn-reio would In- 10die mleiesi ol die pidilie: he may issue and seiveupon sueh personit
slatvmvnt-sil die rimrgvem dial tvspev*! and anonce ol a hearing dieieon lo lie held al alime and place lixeil ill die noliee,
w)mde-dTall not- be-te-n-ihan  "T .-tfaya alirr ihe d.rtc-tif service thereof h.avtr mch hearing-shall be conducted in the
sank- manner as the hearings prnvi.led Ini 1t seclion n, The (Commissioner) shall, alter sueh bearing, nuke a report in
wminp-in-which-Itt—liah-statirhis findings as 10 tlit* faels.-.iinHie shall serve tteopy thereol upon sueh pervom

foMf-iitvh-repiirl chargesn* viidalitHr-of this Ael ami if such-melllial ol competition,-ttel-of-pracHcehits mdt lwe 1

iliscainfthiievl. die (Comimssioiiei>may. llunugh die Attorney tirneial of this siale, at any lime alte - days after the
service id such report muse dprlilinn In la* lile.l in die --cmul ol Iliissiaie cvidtin dieslisitiei wherein die |ieison
resides oi lias bis prill. 1p.1l pla.c ol business. 10 eiijnm au.l H“|lLIN s.ult prisons liom engaging MW sueh itielliinl, ael or

(KiutiCi Ilie 101111 shall h.ivvajiiiis.h. lion ol die piotccdni|! au.l shall have po.ee. 10 make ululeniei appiopnate ui.lers 1l
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V-THKAUHI HlefeteilU AVKL 1K loollr-MItH Vil 4-1IC- 4lud Uiy Ul its (Misilltliou HIKICK1104*4-0V-|
MiHdry-Mi-*bv [mI(I(K |(»"ii(It iuc- lilc-.

fvg A-lranwripi oi. llw.-prewverdiiig* Uctiuc die (Cnmmiu.iiiuci) including all.
frmlingt sindl-lic lik-d Willi MMi | f«U"iHH-H-rillu‘f pnrly-shiiM apply-In (Im"vourl fur Ivavu-i
ilw-eocutr+Uai-sHvftitddilioniil-e'vitUncy is it
urrtiknp -before
tiiuvwis-iinKT" aii,l-u>- |tv. .......
ein| mmminHIms is In 1 in iiviv seem proper Ilic (<"linm'i(,LilujLimU- II|mI|ty Ills firpjpp”of fill nr.nntn.Mill

tmImgs-fty reasOn-nf-the mhboonal-evhhfncif-MMHicnjtind It* -.baH-fUv-sovli-modtfhd or nvw-fiiu liiiy..with-thc-r<tu<n-of
IR

(tIpK iIthiiirI liiuk ihitI ihi nhHbnd «UvntnpriHoItvnmpIiuHed niIs unfair in thm IIic <>t0rprnimvv vapIituvrd

mill resiniining-ihc common>t*eo f mj»It-owidunl o f-vompvliiiuo! net-or-punitivel-
SKCTION 10-JUDICIAL UI-VIIAVIIV INTMUVI-NOK.

If nficr any hearing under Section 7 or Section M, the rcpou of ilic (Commissioner) Joes not charge a violation of
ihi\ Act, then any intcrccnor in the proceedings may within days after the service of such report, cause a petition
titmice of appeal) (petition lor writ of certiorari) lo lie lilcd in the court of county for areview of such
report. Upon such review, the court shall have authority lo issue appropriate outers and decrees in connection therewith,
including, if the court finds iti.u ii is to the interest of the public, orders enjoining and restraining the continuance of any
method ol competition, ast ot practice which it finds, notwithstanding such report of the (Commissioner), constitutes a
violation of this Act and containiiig penalties pursuant to Section K

Drafting Note: The type of procedure should cot.form Inslate procedure. See also note to Section 7
concerning review hy appellate courts.

SE(HON Il I'I'NALI'V Kilt VIOLA HON OI CI.ASI: AND
DI SISI 1IKDI.KS.

All) pcisiiii who violates a usisv and desist oulvi ol the It iimioissioiier) under section K, aftcr-it- Ims-becoihc-fbiahr
and while such mdet is in cllect, shallmpon piool iltcecof-lie-thcMilnlm-lioo-ol-Iliv-coortT fof fvit-»nid-fMy-lo [hs.KInli)4if
-ht-it-chvtl-aeuini.'y seept-tliiOT-if sueh viohnion-is-found->o4w>-
nhmay after notice and hearing and upon order of the
(Commissioner) lie subject al the discretion of the (Commissioner) to any one or more of the following;

(a) a monetary penalty of not more than SH1.non for each anil every Jet or violalion: or
(1) susjiensijan or levoc.ilinn of such person's license: or
(c) such other relief as is reasonable and appropriate.*

SI'C'I'ON 12- KITI'ULA'TIE)NS.

The tCimiiiiissinac i) may. after notice and hearing, promulgate reasonable mles ami regulations, as are necessary or
proper to idemily specific methods ol competition in acts or prac lices which are prolnliiied liy Seciions - or 5, (ml the
regulations, shall inii eiil.irge upon or extend the provisions of Sections 4 and 5. Such regulations shall he subject to review
in accordance wiili Seciinn

Uralling Nme Inscil section munlier providing lor review ol administrative orders.

*|Ins paiagr.iph was deleted by the laws, legislalion and Itcgulaliiin (1) Cnmmiliee.



NAU: I'KOCLIDINCS V72 Vol. | Sill

SUCTION 1i 1J-PROVISIONS OI- ACT AI)I ION.M. 1(1 V-XISTINC
LAW."

_Thi- powers vested in Ilk- (Commissioner) liy this As'l. shall lit additional to .my oilier powers to tnlorec any
penalties, fines or forfeitures authmi/cd lie law willi itspni 10 ilie methods. atis ami pi.nliees lieieliy iletl.oe.l lu be
iinlair or iletepnvec.

SI-CIION vi U-IMMUNITY |-KOM PKOSfCUTION.

If any person shall ask lo lie exti.seil from attending and testifyingoi from producing any liooks, papers, records,
correspondence or other documents al an, ‘tearing on ilie g-nitti | that die testimony or eviilr nee reipiiied of him may icml
10 incriminate him or subject him to a penally oi lorlcitmc. ami shall notwithstanding U- diiecied 10 pee sueh testimony
or proiluee sueh evidence, he must none the less comply with sueh direction, hut he shall not thereafter lie prosecuted nr
subjected to any penalty or forfeiture for or on account ef any transaction, matter or iltiriy! concerning which lie may
testify or produce evidence thereto, and no testimony so given or evidence produced shall I>v received against him upon
any criminal action, investigation or proceeding, provided, however, that no such individual so testily mg shall lie exempt
from prosecution or punishment lor any perjury committed by him while si testily inp and Il-e tcsiitm NY oi evidence so
piven or produecil shall k- admissilile apaiust him upon any cil.-rin.il action, uivesiipalinii or pro,ceding eouceimnp stieh
perjury, nor shall he lie exempt from the tclus.il, retoe.iliou or suspension ut any lotnsc. perinission or authority
conferred, ot to U- eonlerred, pursuant to the Insurance | aw of tltis stale Any sitih itiditidii.il may execute, acknowledge
anti tile in the office ol the (Cnuuuissinnci 1 a st.iieiiiein express'v watvinp such immunity or piivilcpc in respect in,any
transaetion, matter or lliinp speeilied in site It siafemeni and thereupon the testimony ot such person or sueh evidence in
lelalion to sueh transaetion. matter or Iliinp may I>c received oi produced before any judpe or justice, eouit. liiliuu.il, pr.uid
jury or otherwise, and il so received or pioduccd sueh individual shall not he entitled to any immunity or privilepe on
account of jny lesiimony lie may so give ol evidence so produced

SUCTION Hf I SIPAKAIIII ITV PROVISION

If any provision nl this Ael. or the application ol sueh provision to any person or circumstances, shall he held
invalid, the remainder of the Act, and the application ol suelt provision to person or circumstances other than those as to
which it is held invalid, shall not lie affected thereby.

KI-POUT OI- Till- INDUSTRY AOVISOUV COMMIITCI-
TO Till- NAIC IKiSUHCOMMIIT I'l. CO IIVII-AV
TilltMODLI. ONI AIK TKADI- I'RAC IICfS ACT

NOVItMItl-U 29. 1971

I. Keport ol Activities Since June NAIC Mcclinp.

Ac the June. 1971 mectinp, the It6 Siibeommittee received the first Keport of the Industry Advisory Committee and
directed that Committee to prepare a ilrall of a revised Model linfair Trade I'raetiecs Ael incorporating a number ol the
recommendations of the Industry Advisory Committee and a number ol items recommended by the II-(i Sulicomimltee. In
addition, the report stated ili.n a task Imcc of the Il b Subcommittee would lie appointed "whose activities will be parallel
to and in conjunction with the industry Advisory Committee."

Pursuant to the diivciiuns it received, task lurees ol the Industry Advisoiy (‘omuiim-c winked thrnuph the summer months
on these revisions. The litst ilrall ol a revised Model Kill was suborn ted lo the Il ii Subcommittee under dale of Scpicmhci
Itd. Al snliscipiciil meetings the ImlInsiiy Advismy louimiliee made Intllier icftitriiicuis to us di.ilt. (hi Sepietubei 2.1,
1971 the liidiisiiy Advison Committee mu with the lib Subcommittee iii Ihliiul. A ihali bill ptepared by (lie Cask
force of the lib Subcommittee was submitted at tli.it meeting 'I'bat dull went cuusidciably beyond the directions given

cniimii'iit on that iltalt, the It ti Subeoioinitli ¢ ili-teimuu-il that the betti-i ionise i-| pimt-ilmc wmibl be lo meet again m
Novemllet al win. li linn- the Indosli\ A.ltismt I mmtillne was lo piesenl its tmuiiu-liis oil the lasi, I-'nrtt"illall



DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT

DIVISION OF  INSURANCE j * FRUCHO- JUNEAU 9801

February 27, 1976

Alaska State House o\ Representatives
Judiciary Committee

In Session

Juneau, Alaska

Attention: The Honorable Terry Gardner, Chairman
Dear Representatives:
Re: House Bill 558

I am in receipt of a copy of a letter from the American Mutual
Insurance Alliance requesting an amendment to House Bill 558,

the effect of which is to disable the nivision of Insurance fronm
acting effectively with respect to reported or detected unfair trade
activities, particularly with respect to claim handling unless the
Unfair Acts are "commited with such frequency as to indicate a
general business pratice."

Indeed, as their attorney, Mr. Van Dort, points out, the language
that he recommends 1is the language adopted by the N_.A.1.C. after
much compromising with industry representatives at the N.A.l.C.
meetings at which the model bill was considered.

As a matter of fact, in the State of Alaska, | am 1led to believe there
is wide-spread claim abuse and yet an unusually small representative
sampling of these claims are reported to the Division of Insurance.
The Division should have authority to act even with respect to an
individual case of unfair trade practice.

It is true that the occasional mistake by aclaim adjustor should

not submit a carrier to unusually large penalties. I do submit

that the unusually large penalties provided for 1in proposed section
21.36.320 were 1intended for deterrence of the general practice of unfair
claims handling. I would therefore propose the following amendment
which 1 believe will satisfy the problem of the carriers without
disabling the the ability of the Division of Insurance from acting
effectively when a single case 1is reported.



.320 (d) "In addition to an order issued under (c) of this
section, the Director may also order a penalty of not
more than [$10,000.00] $1,000.00 for each act of $10,000.00

for engaging 1in a genera] business practice 1in violation
of this chapter.”

(e) "If the person charged knew or should have known he

was in violation of this chapter, a penalty in addition

to that prescribed in (d) of this section, of not more

than [$5 ,000.00] $1 ,000.00 for each act or $25 ,000.00

for engaging 1in the general business practice 1in violation

of this chapter, or suspension or revocation of ther person®s
license, or both, may also be ordered by the Director."”

Yours cordially,

Di rector
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State harm Mutual Automobile Insurance Company S47?0offSAK

4600 25th Avenue

February 6, 1976 973:3 eIn

Representative Terry Gardiner
Chairman, House Judiciary Committee
Room 4 Capitol

Juneau Alaska

Dear Mr. Gardiner: Re: House Bill 558
"An Act relating to the Regulation of Insurance Practices"

s hill is an attem introduce .the model N A.I.C.
at|n to unfair me?hoé r} competitjon anda unfalr and ece tive

acts and practices |n the busmess of Insurance. For your infor-
mation, | am attaching a copy of the Model Act.

State Farm Insurance C ompanles have been actlvely servm% on the
n ustrx ad VISOI‘ ?mm|ttee evel o%mdq the | ar\}\?ua e model

the f the attached el act, we feel such a statute
has con3|derable merit.

We have some questlon about the Igngua%e in section 21.36, 125
I|nes 6 and 7 of HB 558. The mo I act was cIearI |ntende
a regulation of insureds who axe enga% In th ese specif |e
acts as~a matter of business ract|ce ere was no in ent to deal
with these acts in the singular, refusin ga}q clai
without a reasonable Inves |gat|on Thls secton is nhot limited to
automob|le claims but to all” claims.

\%\Igllrg\tlsvosm_mend that section 21.36.125 lines 6 and 7 be amended as

“No person shall commit or perform with sych frequency
as tg Indicate a business p?actlces any o¥ f%llllowmg

Without thjs language .a company Qr an agen a claim adjuster

coqu ?lned U g $108 8 8 ?or a sing fe act or gract ce. In

VIO at|on of the chapter. problems W|t his are immediately

Pparent since the Acé would manFate perf ft|on In every single act
Practlce as opposed to proper contro acts or ractrces

. ormed Wlhh such frequenc a% 0 |n |cate usmeﬁa
ctlce The utlmate pric such aan date er ectlon %o
Y)V be to a% antg Increase the ministrative cost omg

usiness and thereby intrease rates for policyowners in Alaska

1 will, be ha[fg% to discuss this with vyou in_more deta I ¥ou
wish.. Oregon phone number is 1-503-393- O 1,ext. 250.

Very truIy yours,
Ql? Ms Q-

ty* John S. Glascock wowme office: BLOOMINGTON. ILLINOIS 61701
JSG:mea



ROBERTSON, MONACLE, EASTAUGH 8 BRADLEY

R.E.ROBERTSON (1085*1961) ANCHORAGE OFFICE
F. 0. EASTAUGH ( ) ATTORNEYS AT LAW Suite 310, Alaska Mutual Savings
JW Eé %FEJADDDE{EY 200 National Bank of Alaska Building lia}:)k}BB:;lzl;:
L.B.JACOBSON . Anchokaos Alaska 99510
R. B.BAKER (ANCHORAGE) Phone (907) 586-3340  Phone (907)277-6693
M.T.THOMAS cabre: ROMEA
L.J. BARKER (ANCHORAGE)
ﬂ) ’I\:ACHLOAFRFKMAN Telex:099-45-376 J] Please Reply to
3 P TANGE N PLO.BOX I e ortee
A-G.DODGE (ANCHORAGE) JINEAU, ALASKA 99802

OF COUNSEL ’
A PROFESSIONAL CORPORATION

January 28, 1976

Honorable Terry Gardiner
Chairman .

House Judigiary Committee

Room 124 Stl?te Capitol Bmldmg
Juneau, Alas

Re: House Bill 558

Dear Representative Gardiner:

On behalf of the American L|fe Inerance
Assocjation, | am wr|t|n to a wsg B
e a ove le

Assoclation's posmon r ardin I%;|slat|on
The foIIowmg amended ua e (l;es ed or er

to ?rm Ig)proepnate Sec |ons o he bill into
confor Wlt Commissioners’ odeI Fair Trade

Pract|ces found _in the 1972 NAIC Proceedmgs at pages
444, 495, 498, A513 and 515.

Sec. 21.36.125, page 4, introductory language to be
amended as floﬁows bag y lahguag

Sec. 21.36.125. UNFAIR CLA#M SETTLEMENT PRACTICES.
N 0 person. ma commit or pertorm with such frequency

e eneral business practice an
of tﬁe |fowmg gcts or practlcesID /

The reasoning behind the suggested rewording being that
vmlgtlfoerl]g some allowance should be made for innotent



Representative Terry Gardiner
Re. House Bijll

Januazy 28, 1976

Page

f0||0\,§’gc 21.36.320(d), page 7, to he amended as

Reductlon ?f %roposed genalty to $1,000 and
ﬁlon ? ut not to exceed an aggregate
pena ty o

Sec. 21.36.320(e), page 7, to be amended as
follows: ( ) pag

Reduct|on of proposed additional penalty to
$4,000 and ad%ﬂPon of "but not t excegd an
agg %ate penalty of $50,000, in any six month

The baS|s for the pr osed enalty chan%es is that ?flne
? stronomlca awfount r one” agvertisement could
|tera y put a small company out o business.

Ild appreci our car ful co rat|on
of the su?geste&J ame%%m ? ﬂ/?ge fe¥ou SR q need
additional “information o be of urther assistance
regarding the subject Ieglslatlon please contact me.

Vapy-"-truly yours,

» M. T. THOMAS

MTT: kh



LAW OFFICES OF

FAULKNER, BANFIELD, DOOGAN 8 HOLMES

HERBERTI. _KNER lies2-19721 SUITE 201. 311 FRANKLIN STREET

norman C. field \]UNEAU, AL>3KA 99801
FRANK M.DOOGAN TEL. 588-2210
MICHAEL M. HOLMES Area CODE 907

RANDALL J.WEDDLE
WILLIAM L. ROZELL

February 23, 1976

JAN VAN DORT
LAWRENCE T. FEENEY
CHARLES N.DRENNAN
PATRICK E.MURPHY
TOM BATCHELOR

The Honorable Terry Gardiner
Chairman, House Judiciary Committee
State Capitol

Pouch V

Juneau, Alaska 99811

Re: House Bill No. 558
Dear Chairman Gardiner:

The American Mutual Insurance Alliance has asked me to
write to you to request that proposed Section 21.36.125
be amended to read as follows:

A person shall be guilty of an unfair claims
settlement practice if any of the following
are committed with such frequency as to
indicate a general business practice.

This amendment incorporates the approach taken in the NAIC
model bill

| am t_aking the liberty of sending a coBy of this letter to
Mr. Richard Block, the Director of the Division of Insurance,

JVD/amz

cc: Richard Block
Thomas F. Conneely
Paul A. Green



ROBERTSON, MONAGLE, EASTAUGH 8 BRADLEY

E G Ratraygy | (18051300 ATTORNEYS AT LAW oo oreE
by BRADLEY 200 National Bank of Alaska Builoing Ser e
kﬂg'.JBAACKOE%S(OANNCHORAGE) Phone (907) 386-3340 APT(ZZ;;227674£5310
M'JT"EIEF?IL\AEARS(ANCHORAGE) Cable:ROMEA
J. F. CLARK Telex:099-45-376 Please Peply to
3P TANGEN P.0.BOX 11 Cbm i::;ijraom(;;nct
A.0.DODGE (ANCHORAGE) JUNEAU, ALASKA 99802 N

OF COUNSEL
M EMonAGHE A PROFESSIONAL CORPORATION

January 28, 1976

Honorable Terry Gardiner
Chairman

House Judiciary Committee

Room 124, State Cap.'tol Building
Juneau, Aas

Re: House Bill 558

Dear Representative Gardiner:

On behalf of the Amencan Life Insurance
Assocjatjon, | am wr|t|n% to a VISE OB
Association® s position regarding the” above Ieglslat|on
The foIIowmg amende angua%e |s suggeste N order
to brin aﬁ)pro&prlate sections. of into
confor |ty Wit Gommissioners’ Model Fair Trade
Practices, found in the 1972 NAIC Proceedings at pages
444 495 498, A513 and 515.

2 12 4, |
amendg Cas f’loﬁ%WSS page introductory language to be

Sec. 21.36.125. UNFAIR CLAIM SETTLEMENT PRACTICES.
No ;t)erson may commit or perform with such frequency
a? 0 Indjcate a general business practice any

the following acts or practices.

The reasomn% behipnd the suggested rewgrding being that
\I/tloiatrgnts some allowance should be made for innotent



Representative Terry Gardiner
Re. House Bjll

January 28, 1976

Page

fo||0\,\7c’se;c' 21.36.320(d), page 7, to he amended as

Reduction of proposed penalty to $1,000 and
addvﬁion ?? "%utpnot tg exce%d an$aggregate
penalty of $10,000."

Sec. 21.36.320(e), page 7, to be amended as
follows:

Reduction of proposed additional penalty to
$4,000 and addjtion of "but not to exceed an
S%?irg%a,t,e penalty of $50,000, in any six month

The basis for the proposed genalty chan%es is that a fine
f an astronomical gmount for one aglver isement could
iterally put a small company out of business.

We would app,rem?te a/our carteful consideration
of the su?g,este amending lan zi\ge I ¥ou should need
additionalinformation or | could be of further assistance
regarding the subject legislation, please contact me.

VelLpy-"-"truly yours,

r M. T. THOMAS

MTT: kh
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January 23, 1976

The House of Representatives
Commerce Committee

In Session

Juneau, Alaska

Dear Ladies and Gentlemen:
Re: House Bill 559

I will be pleased to discuss with you, on Monday, January 26th,

an act relating to insurance filing review periods and insurance
deviations.

Under current law we have fifteen days to approve or disapprove
a rate filing made by a carrier and we may, by writing a letter
containing certain specific language, obtain an additional
fifteen days 1in which to approve or disapprove that rate.

The amendment proposed in House Bill 559 would extend both the
primary period and the extended period from fifteen days to

thirty days. The amendment will also permit the Division to
approve for use a rate filing without waiting for the expiration
of an approval period. The amendment also eliminates the necessity

of putting unnecessary language in the notice of the Division
that the time for approval 1is being extended.

Finally there is a more substantive change which will allow the
Division to approve deviation and rate filings 1in a manner
other than a uniform percentage deviation.

Under current law a carrier may deviate from a bureau filing 1in

a flat percentage upwards or downwards. Suppose the Insurance
Service Office, the rating bureau for automobile insurance rates
for the majority of carriers 1in this state, made a rate filing for
all the various locations 1in the state, class codes, automobile
discriptions, and driver ages, and that rate filing 1is approved

by the Division. A carrier desires to market a program in this
state and charge rates other than those approved for the 1.S.0.



House of Representatives -2- January 23, 1976

I1 'er current law we have authority to approve only a flat percentage
increase of decrease in the toal rate scale promulgated by the 1.S.0..
Under the proposed amendment we would be authorized to do that but
also to approve an entirely different rating scheme or a rating

scheme where some rates are higher than bureau and some rates are
lower ti an bureau.

It is believed by the Division that this will enable the carriers
t.o market more strongly 1in this state and thus 1improve the market

for insurance in a variety of lines.

Yours Cordially

Richard L. Block
Director



V.

The Honorable Mike Bradner
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr, Speaker: . .
[

In accordance with AS 24,30,060() and the Uniform Rules of
the Alaska State Legislature, | am transmitting a bill to
accomplish two goals; (1) change the period for evaluation
of iInsurance rata.filings, and () modify the restrictions
on deviations iIn. insurance rate structures.

f
Section 1 of the. bill revises, the rate filing review period.
Under the present. Alaska i1nsurance rate law, AS 21.39.040(d)
the Division of Insurance has 15 days to review a rata
filing; this period may be extended for an additional 15
days. This procedure presents a hardship when the Division
is faced with a complex rate fTiling, especially if other

equally important matters are concurrently pressing. If,
for example, the rate analyst i1s absent from tv office for
more than a weak, the additional 15 days must invoked to

allow analysis of the filing. We propose that this period
be revised to 30 days which may be extended for an addi—
tional 30 days.

The present law also requires that if the Director of the
Division extends the review time for an additional period,
be must not only give notice of the extension but mMu3t also
make a statement that he needs the extension. This latter
is duplicative and unnecessary, and we propose its deletion.

Finally, the statute presently permits the Director of the
Division of Insurance to approve a filing before expiration
of the waiting period upon written application of the in—
surer or rating organization. A number of rate filings are
simple ones, requiring little time to review and arrive at a
decision as to its use in Alaska. The statute now requires
that all fTilings be held for the fTull waiting period. In
section 1, we also propose that the Director, upon hi3 own
initiative, be empowered to waive that period. This change
will avoid the need to maintain a pending file for fTilings
that have been reviewed and are merely awaiting expiration
of the waiting period so they can be approved.

ATTACHMENTS



Section 2 of the bill provides for the introduction of some
flexibility into the insurance rate structure. The State of
Alaska is presently operating under an insurance rate law
based upon a model adopted by the National Association of
Insurance Commissioners in 1946.

Our review of this rate law indicates that the primary
deterrent to a competitive rate situation iIs the adherence
provision found in AS 21.39.070(a). This provision is
unduly restrictive in allowing only uniform percentage
deviations from rating bureau, filed rates. For example, an
insurer writing automobile iInsurance under a bureau filing
could not deviate for a particular kind of vehicle, such as
a vehicle used for hauling fuel, without similarly deviating
for all commercial vehicles. This restriction results in
either non-acceptance of the deviation for vehicles used for
7 hauling fuel or a rate that is disproportionate to the._..._.._.
. —actual risk exposure. A competitive atmosphere is best
— served by allowing greater latitude in this area- By re-
moving the portion of the adherence provision allowing only
uniform percentage deviations, we can substantially modify .
the current situation in a way which will enable greater
competition in rating. .

This bill would encourage a greater divergence of rates;
that should result in more and better options for the
purchaser of insurance in Alaska.

Sincerely,

Jay S. Hammond
Governor

IV.  ATTACHMENTS
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Introduced: 1/14/76
Referred: Commerce

BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 559

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - SECOND SESSION

A BILL

an Act entitled: "An Act relating to insurance filing review periods;

Insurance rate deviations."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 21.39.040(d) is amended to read:

(d) Subject to the exception specified in (e) ofthis section,
each filing shall be on file for a waiting period of 30 [153 days
before it becomes effective, which period may be extended by the
director for an additional period not to exceed "0 [15] days if he
gives written notice within the waiting period to the insurer or
rating organization which made the filing [STATING THAT HE WEEDS
ADDITIONAL TIME FOR THE CONSIDERATION OF THE FILING]. Upon written

application bv the Insurer or rating organization, or upon his own

Initiative, the director may authorize a filing which he has reviewed
to become effective before the expiration of the waiting period. A
filing shall be considered to meet the requirements of this chapter

unless disapproved by the director within the waiting period.

Sec. 2. AS 21.39.070(a) is amended to read:
(a) Each member of or subscriber to a rating organization shall
adhere to the filings made on its behalf by the organization except

that an insurer may make written application to thedirector to file
a deviation [, WHICH IN THE CASE OF CASUALTY INSURANCE MAY ONLY BE A
UNIFORM PERCENTAGE DEVIATION,] from the class rates, schedules,
rating plans or rules respecting a kind of insurance, or class

of risk within a kind of insurance, or combination thereof. The

-1 HB 559



application shall specify the basis for the modification and a copy

2 shall also be sent simultaneously to the rating organization. I'n

3 considering the application to file the deviation the director shall
4 give consideration to the available statistics and the principles for
5 rate making as provided in sec. 30 of this chapter. The director

6 shall issue an order permitting the deviation for the insurer to be
7 filed if he finds that it is justified and it shall become effective.
8 He shall issue an order denying the application if he finds that the
9 deviation applied for does not meet the requirements of this chapter.
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January 23, 1976

The House of Representatives
Commerce Committee

In Session

Juneau, Alaska

Dear Ladies and Gentlemen:
Re: House Bill 559

I will be pleased to discuss with you, on Monday, January 26th,
an act relating to insurance filing review periods and 1insurance
deviations.

Under current law we have fifteen days to approve or disapprove
a rate filing made by a carrier and we may, by writing a letter
containing certain specific language, obtain an additional
fifteen days in which to approve or disapprove that rate.

The amendment proposed in House Bill 559 would extend both the
primary period and the extended period from fifteen days to

thirty days. The amendment will also permit the Division to
approve for use a rate filing without waiting for the expiration
of an approval period. The amendment also eliminates the necessity

of putting unnecessary language 1in the notice of the Division
that the time for approval 1is being extended.

Finally there is a more substantive change which will allow the
Division to approve deviation and rate filings in a manner
other than a uniform percentage deviation.

Under current law a carrier may deviate from a bureau filing 1in

a flat percentage upwards or downwards. Suppose the Insurance
Service Office, the rating bureau for automobile insurance rates
for the majority of carriers 1in this state, made a rate filing for
all the various locations in the state, class codes, automobile
discriptions, and driver ages, and that rate filing 1is approved

by the Division. A carrier desires to market a program 1in this
state and charge rates other than those approved for the 1.S.0.
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Under current lav/ we have authority to approve only a flat percentage
increase of decrease in the toal rate scale promulgated by the 1.S.0..
Under the proposed amendment we would be authorized to do that but
also to approve an entirely different rating scheme or a rating

scheme where some rates are higher than bureau arid some rates a”e
lower than bureau.

It is believed by the Division that this will enable the carriers
to market more strongly in this state and thus 1improve the market
for insurance 1in a variety of lines.

Yours Cordially,

Director



