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Factors favoring creation of A.I.C.A.

1. Primary market for coverage is Lloyds of London. This market 
w r i t e s  30% of the aircraft insurance. That m a rket is not regulated.

2. Statistics from the unregulated market concerning loss levels are 

s k e t c h y  at best and do not permit realistic conclusions as to the 

e xperience in that market.

3. Quotations in current m arket are limited to initial broker.

4. Rates for general aviation hull have been reported as high as 20% 

which (if you assume 4 0% for expenses including commission) equates 

to a total loss of each aircraft every eight (8) years.

5. Rates for commercial aviation hull have been reported as high as 

16% which (if you assume 40% for expenses including commission) 

equates to a total loss of each aircraft every ten (10) years.

6. With aircraft insurance rates so high, it is difficult for aviation 

interests to develop enough additional funds to adequately capitalize 

an insurer. Only the State is in a position to provide necessary 

initial funds.

7. The Marine H i g hway System in Southeast and South Central is sub­
sidized. The land highway system in Southeast, South Central and 

Central Alaska is subsidized. Many communities lie outside the 
subsidized systems and must depend on air travel. A.I.C.A. is only 

indirectly a subsidization.

8. Even though A.I.C.A. is a Stats created, State owned corporation, 

it operates independent of the State and is, thus, not subject to 

the bureaucratic inefficiencies that m ay exist in government.

9. Funds: for insurance are currently ’eaving State and the country, 

thus, contributing to balance of trade deficit. If the rate levels 

are not excessive, there would still an advantage to having a 

domes t i c  entity provide coverage, not the least of which is ex­

pediting claims.

10. Coverage will be available through any agent or broker licensed in 

Alaska.

11. Lloyds is traditionally slow to pay claims.

.



An Act Relating to Aviation Insurance 

Section by Section Analysis

* Section 1.

Provides insurance for liability and hull damage.

*Section 2.

21.86.010. Corporation Established. This section establishes a 

corpor a t i o n  of the state which is to be operated separate from the 

state.

21.86.020. Corporation Board of Directors. The Board of Directors 

is to be appointed by the Governor and confirmed by the Legis­

lature. The board is comparable to the Board of Directors of an 

insurance company. There are nine members- serving terms of three 

years. The make up of the board is

1 M e m b e r  from a Part 121 scheduled air carrier;'

2 Members from air taxis;

2 Members from nonbusiness aviation;

2 Members from the insurance industry; and

2 Members from the public.

The director of insurance has access and notice to all meetings.

He also approves the level of compensation to board members.

020(f] defines the liability of a bo a r ;'J membtyr.

21.86.030. Corporation Plan of Operation. This section provides 

for development of a plan of operation roughly equivalent to the 

bylaws of a corporation. It lists in general the items that must 

be addressed in the plan of operation.

21.86.040. Powers and Duties of the Corporation. Subsection (a) 

lists the functions that tfr corporation must perform including the 

e s t a b lishment of underwriting standards, the underwriting of risk, 

the issuance of policies, the development and filing of rates, the 

m e e t i n g  of its obligations under policies Issued, and the gathering 

and -eporting of statistics.

Subsection (b) permits the corporation to hire employees, negotiate 

reinsurance, expand coverages, borrow money, enter into contracts, 

sue or be sued, provide services other than insurance, negotiate 

and contract for management services, and do whatever else is 

n ec e s s a r y  t.o carry out the duties of the corporation.

21.86.050. Establishment of Risk Standards. This section provides 

that the corporation may refuse coverage.



.86.060. Limits on Liability Policies. This section excludes 

punitive damages coverage and provides for the approval of the 

policy limits offered by the director of insurance.

21.86.070. Reporting of Claims. This section requires an annual 

report of claims activity to the director to be available to the 
public and the Alaska Transportation Commission.

21.86.080. Termination, 'ihis section provides conditions for 

termination o f  the operation o f  the corporation and for reacti­

vation of the corporation following a termination.

21.86.090. Premium Tax. This section places the premium tax 

structure for the corporation on the same basis as that applicable 

tc a domestic corporation under AS 21.09.210.

21.86.100. Rates. This section provides for categories of risk, 

that rates m a y  not be excessive, inadequate or unfairly discri­

minatory, lists items that m ay be considered in rate review and 

requires an annual review of rates.

21.86.110. Assessments on Insureds. This is a provision that is 

not usual to a stock corporation which in a sense is what we would 

have with the creation of this corpora*-''•m. The State of Alaska 

wo u l d  be the r ompany. Assessment provisions are usual to

reciprocal exchanges and to mutual insurance companies where the 

insuring entity is owned by the persons insured. It is a form of 

solvency protection in the event d ‘ a financial failure. Provision 

is ma d e  for extinguishment of the u s ^ s s m e n t  provision when s ur­

plus reaches a certain level and limits the maximum assessment to 

50% o f  an annual premium.

21.86.120. Refunds to Insureds. This section provides for par­

ticipation by insured persons in the excess profits of the corpor­

ation in proportion to his earned premium for the particular year.

21.86.130. Payment of Premiums; Cancellation of Insurance. This

section allows installment payment of premium, and for cancella­

tion due to nonpayment of premium.

21.86.140. Sale of Corporation. This section provides that the

corporation m a y  be sold to a private corporation under conditions 

approved by the director.

21.86.200. Fund Established. This section establishes a loan fund 

in the Department of Commerce and Economic Development in the 

amount of $30,000,000 wi t h  a 7% interest rate.

21.86.960. A p p l i cability of Other Laws in this Title. This s e c­

tion makes this new Chapter 86 exclusive of the insurance code 

(Title 21) except as provided within the chapter. External insur­

ance statutes applicable to the corporation are



AS 21.06.090. This section of law is the director's authority to 

promulgate regulations under A S  21.

AS 21.06.120. Director's authority to examine an insurer.

AS 21.06.140. Sets forth the procedure for examining an insurer.

AS 21.06.160. Provides that examination expense will be borne by

the examined insurer.

AS 21.06.250. Fees and licenses section.

AS 21.09.180. Provides that the director is attorney for service

of process.

AS 21.09.190. Provides for serving process and sets the time to 
plead.

\

AS 21.09.200. Requires an annual statement.

AS 21.09.250. Defines unlawful acts related to payment of com­

mission to unlicensed producers.

AS 21.09.280. Sets forth the power to appoint general agents or 
managers.

AS 21.12 '"<'b)-(e). Deals w i t h  reinsurance.

AS 21.18. is chapter regulates assets and liabilities.

AS 21.21. This chapter deals with tho regulation of investments.

AS 21.24. This chapter addresses the administration of deposits.

AS 21.36. This chapter regulates and prohibits unfair trade p r a c­

tices.

21.86.970. Meetings. This section provides that meetings of the 

corporation are not subject to AS 44.62.310 concerning state agency 
meetings being open to the public.

21.36.980. Definitions.

♦ S e c t i o n  3.

Provides for staggered terms for board members.

♦Sec t i o n  4.

Effective date clause.
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POSITION PAP E R  - SENATE BILL 277

PREPARED BY; CENTRAL ALASKA INDEPENDENT INSURANCE AGE.ITS & BROKERS,INC 
AL A S K A  SURPLUS LINES ASSOCIATION 
A L A S K A  INDEPENDENT AGENTS & BROKERS ASSOCIATION 
VARIOUS AGENTS AND BROKERS

Consumers are complaining about rates and Legislators have reacted

w i t h  Senate Bill 277 instead of conducting research into the basic

problem, being accidents.

We are opposed to Senate Bill 277 for the following r e a s o n s :

PROBLEMS
■ ■ ■■ ■

1. Senate Bill 277 appears to be based in part on the premise that

Aviation Insurance is not available. This is simply not true.

2. Senate Bill 277 fails to address the subject of rate levels.

3. Senate Bill 277 apparently would create a State funded monopoly

and appears to have been drafted without proper research into

what the existing markets are.

4. Senate Bill 277 does not limit itself to the subject of air

commerce which is vital to our State, but would also include 

the pleasure pilot. While subsidizing air commerce may or 

may not have a sound, basis in logic, subsidizing the pleasure 

pilot would not unless we are also going to subsidize the 

pleasure boat owners, snow m a c h i n e r s , skiers, motorcyclists, etc.
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5. Senate Bill 277 fails to recognize, w h i c h  leads one to believe 

that Legislators are unaware of, the National Transportation 

Safety Board Report on Air Taxi Safety in Alaska (NTSB-AAS-80-3) 

and the Recommendations made in said report on pages 32 and 33.

6. Senate Bill 277 favors governmental involvement in a business 

in competition w i t h  free enterprise even though the present 

administration has stated vehemently for seven years that it 

believes in the free enterprise system.

7. Senate Bill 277 ignores the basic fact that airplanes and 

pilots kill and m a i m  residents and,tourists of our State 

each year at an alarming rate and attempts to place the blame 

upon the insurers who only pay on the results.

8. Senate Bill 277 appears to endorse and encourage the continu­

ation of unsafe flying practices and puts a stamp of approval 

on the accident rate which is, if looked at from that point 

of view, simply outrageous and unacceptable, and to expect 

State's monies, i.e. all citizens, to share in these costs

is incredible. We suggest that Legislators, pleasure pilots, 

air commerce and the insurance industry w o r k  in concert to 

accomplish what needs to be done to reduce the accident rate 

and save lives which will, when accomplished, reduce insurance 

c o s t s .
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We suggest that:

A. Serious consideration be given to the NTSB Report.

B. The effect of Rule 82, Supreme Court Decisions, Unilateral 

Repudiation of Release, Pre-Judgment Interest, and other 

unhealthy legalities wh i c h  adversely effect our State's 

ability to attract Insurers in general and especially 

Aviation Insurers be examined.

9. In closing we respectfully request an opportunity to meet

w i t h  you and other interested Legislators with representatives 

from the Insurer community (i.e. companies), the Alaska 

Surplus Lines Association, the Anchorage Agents Association 

and various attorneys who have all expressed a concern and 

who, like insurance brokers, have daily contact w i t h  the 

effected area of the law.

A SSESSABILITY

Senate Bill 277 has been drafted to create a reciprocal insurer 

which is not covered by the Guarantee Association of the State 

of Alaska. Again, it would appear that Legislators have failed 

to conduct proper research into the success of assessability of 

policy holders, especially in this class of business where the 

participants are, by the very nature of the industry, transient 

and assessing them would prove extremely difficult or impossible.
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We would suggest that Legislators request input from other state 

Divisions of Insurance to determine the inability to "collect" 

from policy holders after the fact and request again that Legislators 

working in concert with representatives from the Insurer community, 

Alaska Surplus Lines Association, Anchorage Agents Association 

and various attorneys do a study on this particular problem.

Respectfully^ submitted,

f}ull Q f S & L i Z r — —
MARK S. RAUCH, CPCU
President, Central Alaska Independent Insurance Agents & Brokers, Inc. 
President, Pacific Rim Insurance Brokers, Inc.

L F S H t .  LOCKWOOD
President, Alaska Surplus Lines Association 
President, Great Land General Agency

DAVID BLACKWOOD /
SeniqjnVice President, Jleed Stenhouse Inc. of Alaska

Board" M e m b e r . Alaska Surplus Lines Association
, Martin & Fay, Inc. of Alaska dba Clary Ins. Agency

DON COATES ^
S ecr e t a r y - T r e a s u r e r , Alaska Surplus Lines Association 
Corroon 5* Black/Dewson Co. Inc.

MICHAEL W. HOWARD.^
Acdoiipt M a n a g e r ^  Rol-lins Burdick Hunter of Alaska Inc.

M. RUSS NEVI
Committee Member, Central Alaska Independent Insurance Agents & Brokers 
Committee Member, Alaska Independent Agents &  Brokers Association 
Board Member, Alaska Surplus Lines Association
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us Lines Association 
t, Brady & Associates

Vice President /'Alexander & Alexander Inc.

CHARLES U E I R
Alexander & Alexander, Inc.

*j )
;ie, Jr.

J?.
F. B. Beattie, Jr. ^ “(’resident 

F. B. BEATTIE & CO., INC.

/
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^ la ska  J ila ie  tslatwr^
Senate

Committee on £a5or & Commerce Pou„h v
State Capitol 

Juneau, Alaska 99811

C o m m i t t e e  M i n u t e s ;  4 M a y ,  1 9 8 1

S e n a t o r  M u l c a h y  c a l l e d  t h e  S e n a t e  C o m m i t t e e  or. L a b o r  a n d  C o m m e r c e  

m e e t i n g  t o  o r d e r ,  w i t h  a l l  m e m b e r s  p r e s e n t  e x c e p t  S e n a t o r  Z i e g l e r  

w h o  w a s  e x c u s e d  f r o m  a c a l l  o f  t h e  S e n a t e  w h i l e  c o n d u c t i n g  S t a t e  

b u s i n e s s .  S B  2 7 7  w a s  b e f o r e  t h e  c o m m i t t e e  f o r  d i s c u s s i o n ;  a n  a c t  

r e l a t i n g  t o  a v i a t i o n  i n s u r a n c e .

I n  t h e  a b s e n c e  o f  t h e  s p o n s o r ,  S e n a t o r  F e r g u s s o n ,  ; o - s p o n s o r  

b e a a n  t h e  t e s t i m o n y  w i t h  a n  e x p l a n a t i o n  o f  t h e  c i r c u m s t a n c e s  w h i c h  

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

p r o b l e m s  f a c i n g  m a n y  p i l o t s  i n  A l a s k a .  H e  e x p o u n d e d  o n  t h e  h i g h  c o s t  

o f  i n s u r a n c e ,  t h e  l a c k  o f  c o m p e t i t i o n ,  a n d  t h e  u n r e g u l a t e d  f o r e i g n  

m a r k e t  w h i c h  d o m i n a t e s  t h e  i n d u s t r y .  A I C A  w a s  d e s i g n e d  t o  p r o v i d e  

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

s i n c e  t h e  w i t h d r a w a l  o f  d o m e s t i c  a v i a t i o n  i n s u r a n c e  c a r r i e r s .

S e n a t o r  M u l c a h y  a s k e d  if t h e r e  w e r e  q u e s t i o n s  f o r  S e n a t o r  F e r ­

g u s s o n ,  a n d  s t a t e d  f o r  t h e  r e c o r d  t h a t  S e n a t o r  E l i a s o n  ( p r i m e  s p o n­

sor) w a s  u n a b l e  t o  a t t e n d  t h e  m e e t i n g  a n d  w a s  e x c u s e d  f r o m  a c a l l  o n  

t h e  S e n a t e  w h i l e  c o n d u c t i n g  b u s i n e s s  f o r  t h e  S t a t e .

T h e  n e x t  t e s t i m o n y  w a s  p r o v i d e d  b y  T u l i n d a  D e e g a n ,  A l a s k a  A i r  

C a r r i e r s  A s s o c i a t i o n ,  w h o  b r i e f l y  d i s c u s s e d  t h e  i n s u r a n c e  p r o b l e m  as 

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

w a s  d e v o t e d  t o  e l a b o r a t i n g  o n  t h e  c r e a t i o n  o f  a p r o p o s e d  a v i a t i o n  s a f­

e t y  f o u n d a t i o n .  C i t i n g  date e x t r a c t e d  f r o m  t h e  N T S B  r e p o r t ,  s h e  e m ­

p h a s i z e d  the i m p o r t a n c e  o f  t r a i n i n g  a n d  e d u c a t i o n  t o  r e d u c e  a c c i d e n t s  

a n d  l o w e r  i n s u r a n c e  r a t e s .

C r a i g  C l a r k ,  A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n ,  s p o k e  a b o u t  i n s u r­

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

e r a l  a v i a t i o n .  E x p l a i n e d  t h a t  l i b e r a l  c o u r t  a w a r d s  f o r  l i a b i l i t y  

d a m a g e s  h a v e  i n c r e a s e d  t h e  r a t e s ,  a n d  t h e s e  r a t e s  h a v e  i m p a c t e d  a i r ­

c r a f t  s a l e s .  S t r e s s e d  t h e  p o i n t s  e x p r e s s e d  in t h e  A i r  C a r r i e r s  p o s ­

i t i o n  p a p e r :  1. S e l e c t i v e  u n d e r w r i t i n g  o f  - v i a t i o n  r i s k s ;

Official Business



2. R e c o g n i t i o n  o f  a v i a t i o n  s a f e t y  t r a i n i n g  s

3. W r o n g f u l  d e a t h  l i m i t

F u r t h e r  s t a t e d  t h a t  s u b s i d i z a t i o n  b y  t h e  S t a t e  (AICA) w i t h o u t  t h e  

i m p l i m e n t a t i o n  o f  t h e  s o l u t i o n s  h e  o u t l i n e d  (w o u jkjU r o g u l t  w i l l  

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

o f  t h e  p r o p o s e d  A I C A  p r o g r a m .

S e n a t o r  F a h r e n k a m p  a s k e d  a b o u t  t h e  A i r  C a r r i e r s  d i s a t i s f a c t i o n s ;  w h a t  

r e c o m m e n d a t i o n s  a r e  y o u  m a k i n g ?  M r .  C l a r k  r e s p o n d e d  w i t h  a s t a t e m e n t  

a b o u t  p r e m i u m  i n c r e a s e s .

R u s s  N e v i l l e  t e s t i f i e d  n e x t  f r o m  t h e  i n s u r a n c e  i n d u s t r y ' s  p e r ­

s p e c t i v e  e x p l a i n i n g  h i s  b a c k  g r o u n d  a s  a n  i n s u r a n c e  b r o k e r  f o r  t h e  

p a s t  1 5  y e a r s ,  8 . o f  w h i c h  w e r e  i n  A l a s k a .  B e g a n  h i s  t e s t i m o n y  w i t h  

a r e f e r e n c e  t o  t h e  r u m o r  t h a t  L l o y d s  o f  L o n d o n  h a d  w i t h d r a w n  f r o m  t h e  

a v i a t i o n  m a r k e t  w h i c h  w a s  u n f o u n d e d .  D e s c r i b e d  t h e  i n s u r a n c e  m a r k e t  

in L o n d o n ,  3 y e a r  c y c l e s  f o r  u h e i r  d a t a ,  a n d  t h a t  i n  a y e a r  p e r i o d  

t h e r e  w e r e  $4 8 mill."on d o l l a r s  in p r e m i u m s  c o l l e c t e d  a n d  a  s u b s e q u e n t  

$ 5 9  m i l l i o n  d o l l a r s  i n  p a i d  c l a i m s ,  a s  a n  e x p l a n a t i o n  o f  t o d a y s  i n­

c r e a s e d  i n s u r a n c e  c o s t s .  H e  f u r t h e r  s t a t e d  t h a t  i n s u r a n c e  p r e m i u m  

i n c r e a s e s  w e r e  a l s o  a r e f l e c t i o n  o f  l i b e r a l  c o u r t  a w a r d s  ( d a m a g e s  

a n d  l i a b i l i t y ) , a n d  t h e  F A A .  Mr. N e v i l l e  c i t e d  t h e  s t a t i s t i c a l  d a t a  

w h i c h  h e  h a d  c o m p i l e d ,  m a k i n g  t h e  r e p o r t  a v a i l a b l e  t o  c o m m i t t e e  m e m ­

b e r s ,  a n d  e x p r e s s e d  h i s  s u p p o r t  f o r  t h e  a v i a t i o n  s a f e t y  f o u n d a t i o n ,  

a n d  t h e  c o n c l u s i o n s  o f  t h e  N T S B  r e p o r t .  M r .  N e v i l l e  r e p r e s e n t e d  t h e  

A l a s k a  I n s u r a n c e  a g e n t s  a n d  b r o k e r s  a s s o c i a t i o n .

Mr. W a d e  C o c h r a n ,  S i t k a  A i r  S e r v i c e s ,  t e s t i f i e d  i n  s u p p o r t  o f  t h e  

l e g i s l a t i o n ,  e x p r e s s i n g  t h e  n e e d  f o r  g u a r a n t e e d  a v a i l a b i l i t y  o f  a v i a ­

t i o n  i n s u r a n c e  t o  A l a s k a n  p i l o t s .  H e  m a d e  t h e  p o i n t  t h a t  l o c a l  i n t­

e r e s t s  a r e  b e t t e r  a b l e  t o  a s s e s  t h e  l i a b i l i t i e s  i n c u r r e d ,  a n d  t h a t  

r a t e  s t r u c t u r e s  s h o u l d  b e  e s t a b l i s h e d  w i t h  k n o w l e d g e  o f  l o c a l  c o n ­

d i t i o n s .  H e  a d d r e s s e d  t h e  e c o n o m i c  i n c e n t i v e s  o f  S B  277, t h e  p o s s i b ­

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

a c c i d e n t  r a t e s  (as t h e y  d o  ’i t h  o t h e r  t y p e s  o f  i n s u r a n c e ) , a n d  m a k e  

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

a v i a t i o n  r e c o r d s .  F u r t h e r  s t a t e d  t h a t  t h e  b i l l  is n o t  a s u b s i d y  

(the i n i t i a l  m o n e y  i s  to b e  r e f u n d e d ) , a n d  t h a t  p a s s a g e  o f  t h i s  b i l l  

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

c u s t o m e r s .

K e n  B e l l o w s ,  S . E .  A l a s k a  P i l o t s  A s s o c i a t i o n ,  e x p r e s s e d  h i s  f e e l i n g



t h a t  S B  2 7 7  a d d r e s s e s  a v i a t i o n  i n d u s t r y  n e e d s .  M r .  B e l l o w s  p e r -
\

s p e c t i v e  o n  a v i a t i o n  is t h a t  o f  a n  a i r  t a x i  o p e r a t o r ,  w i t h  a n  a c ­

c i d e n t  f r e e  r e c o r d  f o r  17 y e a r s  o f  f l y i n g ,  a n d  a p r e m i u m  i n c r e a s e  

t h i s  y e a r  o f  5 0 % .  H e  s t r e s s e d  t h e  i n c o n s i s t e n c i e s  o f  t h e  i n s u r a n c e  

i n d u s t r y  ( r a t e s ) , a n d  t h e  h e s i t a n c y  o f  t h e  i n s u r a n c e  a g e n t s  t o  m a k e  

m o r e  t h a n  t h r e e  i n q u i r i e s  o f  t h e  L o n d o n  u n d e r w r i t e r s .  T h e  S o u t h e a s t  

P i l o t s  A s s o c i a t i o n  s u p p o r t  t h i s  l e g i s l a t i o n .

T h e  f i n a l  t e s t i m o n y  w a s  p r o v i d e d  b y  D o n  K o c h ,  D i v i s i o n  o f  I n­

s u r a n c e ,  e x p l a i n i n g  b r i e f l y  t h a t  t h e  D e p a r t m e n t  h a s  t a k e n  a n e u t r a l  

p o s i t i o n  t o w a r d  t h e  b i l l .



DEPARTMENT OF COMMERCE A
ECONOMIC DEVELOPMENT POUCH D

OFFICE OF THE COMMISSIONER JUKEAU. ALASKA 99811

Phone: 465-2500
April 2, 1981

The Honorable Bob Mulcahy 

Chairman

Senate Labor and Commerce Committee

Pouch V v . ..
Juneau, Alaska 99811 '

Dear Senator Mulcahy:

Re: SB 277

Thank you for your request for our position on SB 277. We have

taken a neutral position on this legislation. The L 1 11 is modeled

after AS 21.88 which was formed to resolve a market availability 

crisis for medical professional liability insurance in 1976. SB 277 

establishes a similar corporation (A. I. C. A.) to write aviation 

hull and liability insurance for risks in Alaska. More than 90% of 

this market is written in nonadmitted, nonregulated markets such as 
Lloyds of London.

We have prepared a list of factors favoring creation of A. I. C. A.

and a list of i:.ctors not favoring creation of A. I. C. A. These

are enclosed for your review.

In addition, the Division of Insurance has prepared a section by 

section analysis and a chart of the aviation experience for 1970 to 

1980 for insurers admitted to write insurance in this State. These 

materials are also enclosed for your perusal. The chart of aviation 

experience also lists the experience for nonadmitted insurers but 

the data is not completely reliable since it does not come directly 

from the insurer.

As I noted earlier, we do not take a position of the bill but we do 

have an interest in assuring that the proposal is workable and can 
be administered. This proposal does meet those provisions.

Very truly yours,

Charles R. Webber 

Commissioner

CRW/tt3/7



Factors opposing creation of A-I.C.A.

1. The principal argument in opposition is philosophical. This can be 
viewed as placing the State in the insurance business thus in 

competition with private industry.

2. Thv’re has been no documentation or substantiation that currently 
available rate levels are excessive.

3. There has been no documentation or substantiation that current 
marketing practices are inappropriate.

4. Viability of the program relies on the ability of A.I.C.A. to 

purchase reinsurance at reasonable rates. This ability has not 
been tested.

5. Two admitted markets are considering the provision of a market in 

Alaska. These are U.S.A.I.G. and A.O.A.

6. Formation of A.I.C.A. m ay tend to become a monopolistic or exclusive 

market. There may not be sufficient risks left to attract other 
markets including Lloyds.

7. There are other market segments that might equally argue for 

creation of similar corporations.



Factors favoring creation of A.I.C.A.

1. Primary market for coverage is Lloyds of London. This market 
writes 90% of the aircraft insurance. That market is not regulated.

2. Statistics from the unregulated market concerning loss levels are 

sketchy at best and do not permit realistic conclusions as to the 

experience in that market.

3. Quotations in current market are limited to initial broker.

4. Rates for general aviation hull have been reported a: high as 20% 

which (if you assume 40% for expenses including commission) equates 

to a total loss of each aircraft every eight (8) years.

5. Rates for commercial aviation hull nave been reported as high as 

16% which (if you assume 40% for expenses including commission) 

equates to a total loss of each aircraft every ten (10) years.

6. With aircraft insurance rates so high, it is difficult for aviation 

interests to develop enough additional funds to adequately capitalize 

an insurer. Only the State is in a position to provide necessary 

initial funds.

7. The Marine Highway System in Southeast end South Central is sub­
sidized. The land highway system in Southeast, South Central and 

Central Alaska is subsidized. Many communities lie outside the 
subsidized systems and must depend on air travel. A.I C.A. is only 

indirectly a subsidization.

8. Even though A.I.C.A. is a State created, State owned corporation, 

it operates independent of the State and is, thus, not subject to 

the bureaucratic inefficiencies that may exist in government.

9. Funds for insurance are currently leaving State and the country, 

thus, contributing to balance of trade deficit. If the rate levels 

are not excessive, there would still be an advantage to having a 

domestic entity provide coverage, not the least of which is ex­

pediting claims.

10. Coverage will be available through any agent or broker licensed in 

Alaska.

11. Lloyds is traditionally slow to pay claims.



SB 277
An Act Relating to Aviation Insurance 

Section by Section Analysis

Provides insurance for liability and hull damage.

*Section 2.

21.86.010. Corporation Established. This section establishes a 

corporation of the state which is to be operated separate from the 
state.

21.86.020. Corporation Board of Directors. The Board of Directors 

is to be appointed by the Governor and confirmed by the Legis­

lature. The board is comparable to the Board of Directors of an 

insurance company. There are nine members serving terms of three 
years. The make up of the board is

1 Member from a Part 121 scheduled air carrier;

2 Members from air taxis;

2 Members from nonbusiness aviation;

2 Members from the insurance industry; and

2 Members from the public.

The director of insurance has access and notice to all meetings.
He also approves the level of compensation to board members.

020(f) defines the liability of a board member.

21.86.030. Corporation Plan of Operation. This section provides 

for development of a plan of operation roughly equivalent to the 

bylaws of a corporation. It lists in general the items that must 
be addressed in the plan of operation.

21.86.040. Powers and Duties of the Corporation. Subsection (a) 

lists the functions that the corporation must perform including the 

establishment of underwriting standards, the underwriting of risk, 

the issuance of policies, the development and filing of rates, the 

meeting of its obligations under policiPr. issued, and the gathering 
and reporting of statistics.

Subsection (b) permits the corporation to hire employees, negotiate 

reinsurance, expand coverages, borrow money, enter into contracts, 

sue or be sued, provide services other than insurance, negotiate 

and ''ontract for management services, and do whatever else is 
necessary to carry out the duties of the corporation.

21.86.050. Establishment of Risk Standards. This section provides 

that the corporation may refuse coverage.

*Sec t ion  1.



21.86.060. Limits on Liability Policies. This section excludes 

punitive damages coverage and provides for the approval of the 

policy limits offered by the director of insurance.

21.86.070. Reporting of CJaims. This section requires an annual

report of claims activity to the dire- i.or to be available to the 
public and the Alaska Transportation Commission.

21.86.080. Termination. This section provides conditions for

termination of the operation of the corporation and for reacti­

vation of the corporation following a termination.

21.86.090. Premium Tax. This section places the premium tax

structure for the corporation on the same basis as that applicable 

to a domestic corporation under AS 21.09.210.

21.86.100. Rates. This section provides for categories of risk,

that rates may not be excessive, inadequate or unfairly discri­

minatory, lists items that may be considered in rate review and 

requires an annual review of rates.

21.86.110. Assessments on Insureds. This is a provision that is 

not usual to a stock corporation which in a sense is what we would 

have with the creation of this corporation. The State of Alaska 

would be the holding company. Assessment provisions are usual to 

reciprocal exchanges and to mutual insurance companies where the 
insuring entity is owned by the persons insured. It is a form of 

solvency protection in the event of a financial failure. Provision 

is made for extinguishment of the ass>.ssment provision when sur­

plus reaches a certain level and limiis the maximum assessment to 
50% of an annual premium.

21.86.120. Refunds to Insureds. This section provides for par­
ticipation by insured persons in the excess profits of the corpor­

ation in proportion to his earned premium for the particular year.

21.86.130. Payment of Premiums; Cancellation of Insurance. This

section allows installment payment of premium, and for cancella­

tion due to nonpayment of premium.

21.86.140. Sale of Corporation. This section provides that the
corporation may be sold to a private corporation under conditions 

approved by the director.

21.86.2r 0. Fund Established. This section establishes a loan fund 

in the Department of Commerce and Economic Development in the 

amount of $30,000,000 with a 7% interest rate.

21.86.960. Applicability of Other Laws in this Title. This sec­

tion makes this new Chapter 86 exclusive of the insurance code 

(Title 21) except as provided within the chapter. External insur­

ance statutes applicable to the corporation are



AS 21.06.090. This section of law is the director's authority to

promulgate regulations under AS 21.

AS 21.06.120. Director's authority to examine an insurer.

AS 21.06.H O .  Sets forth the procedure for examining an insurer.

AS 21.06.160. Provides that examination expense will be borne by

the examined insurer.

AS 21.06.250. Fees and licenses section.

AS 21.05.180. Provides that tfte direc j attorney for service

of process.

AS 21.09.190. Provides for serving process and sets the time to
plead.

AS 21.09.200. Requires an annual statement.

AS 21.09.250. Defines unlawful acts related to payment of c om­
mission to unlicensed producers.

AS 21.09.280. Sets forth the power to appoint general agents or

managers.

AS 21.12.020(b)-(e). Deals with reinsurance.

AS 21.18 This chapter regulates assets and liabilities.

AS 21.21. This chapter deals with the regulation of investments.

AS 21.24. This chapter addresses the administration of deposits.

AS 21.36. This chapter regulates and prohibits unfair trade prac­

tices.

21.86.970. Meetings. This section provides that meetings of the 

corporation are not subject to AS 44.62.310 concerning state agency 
meetings being open to the public.

21.86.980. Definitions.

^Section 3.

Provides for staggered terms .or board members.

*Section 4.

Effective date clause.
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° H O K E R S

April 13, 1981

Mr. Don Koch 

State of Alaska

Department of Commerce & Economic Development 

Pouch D
Juneau, A l a s k a  99811

RE: A L A S K A  SENATE BILL 277

F. B. BEATTIE & CO., INC.

AVIATION LOSSES 1979/1980

Dear Mr. Koch:

He understand from some of our friends i:. Alaska that Alaska Senate 

Bill 277 was recently up for Committee review in the Alaska Legislature. 

According to the report given us, this review involved the discussion 

of Avia t i o n  Insurance loss figures as reported to the Alaska Insurance 

Department by various agencies and general agencies underwriting this 

business on behalf of Lloyd's.

In that regard we have been reminded that the Aviation Loss Report 

filed by F. B. Beattie & Co., Inc. for the y e a r  1979 was incomplete in 

that it showed no losses for that year. Since that report was incom­

plete and because of the discussion of Senate Bill 277, we now hasten 

to c o r r e c t  the record.

Enclosed you will please find a corrected 1979 Alaska Loss Report for 

F. B. Beattie & Co., Inc., showing losses on all classes of business 
underwritten by this company in 1979, including Aviation business. We 

are also enclosing our 1980 report, showing the sann information by 

category for last year. We trust that this report letter with enclosures 

will give you a more accurate review of our current Alaska Aviation In­

surance picture for reference in connection with the subject Senate Bill.

If you have any questions concerning these loss statistics, please do 
not hesitate to check wit h  us so that we may assist as appropriate.

Yours very truly,

FBB/p F. B. Beattie, Jr.

Enclosures 

BCC RUSS NEVILLE - Brady & Associates
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ALASKA ANNUAL STATEMENT OF S U R P L U S  L INE BUS INESS  TRANSACTED 19 .8Q_  

F. B. BEATTIE & CO., INC. #693

(Name o f  Surplus Line Broker ) (License Number)
Exhibit 1-A

Line o f  
Business

LOSSES PA ID  A N D  IN C U RRE D
Actual Losses 

Paid to Po l icyholde 
(deduct salvage)

Plus
rs Claim 

Emp.
Total
Losses
Inc. Reserves

0 0 0 0
0 0 0 0

1 3 , 3 8 8 . 1 4 1 , 2 3 7 . 4 0 1 4 , 6 2 5 . 5 4 1 , 4 5 6 . 2 1

4 3 , 3 2 1 . 9 6 2 1 , 8 2 0 . 0 2 6 5 , 1 4 1 . 9 8 2 , 4 7 3 , 0 5 6 . 9 6
0 0 0 0

0 0 0 0

0 0 0 . 0 . .
? 7 ? ?
? ? ? ?

3 1 , 5 4 0 . 5 9 2 , 3 7 5 . 0 0 3 3 , 9 1 5 . 5 9 2 5 0 , 0 0 0 . 0 0

0 0 0 0

0 0 0 0

0 0 • 0 oi

0 0 0 0

3 8 , 3 6 6 . 0 4 1 , 7 0 9 . 5 0 4 0 , 0 7 5 . 5 4 2 1 , 7 1 7 . 7 7

0 • 0 0 0
1 , 5 8 6 ; ' 2 0 7 . L 1 3 6 , 0 7 2 . 7 4 1 , 6 2 2 , 3 6 0 . 5 5 3 , 1 1 7 , 1 7 2 . 1 6

0 0 0 0
1 , 7 1 2 , 9 0 4 . 5 4 6 3 , 2 1 4 , 6 6 1 , 7 7 6 , 1 1 9 . 2 0 * 5 , 8 6 3 . 4 0 3 . 1 0

1. Fire & Allied
(a) Habitational
(b)
(c)

Homeowners
Commercial

2. Inland Marine
(D1C, Earthquake, A RBR )

3. Ocean Marine
4. Professional Liability

(a) Medical
(b) Attorneys
(c) Architects & Engineers
(d) Oiner

5. G eneral L iability

6. Auto  Liability
(a) Private Passenger
(b) Commercial

7. Auto  Physical Damage
(a) Private Pa iscnger
(b) Commercial

8. Workmen's Compensation
(a) Aviation
(b) Other

9. Airc raf t  — All Perils10. Other (Identify)
TOTAL

T O T A L  L O S S E S / E X P E N S E S / R E S E R V E S  INCURRED $ 7 , 6 3 9 , 5 2 2 . 3 0



ALASKA  A N N U A L  ST A T E M E N T  O F  S U R P L U S  L IN E  B U S IN E SS  T R A N S A C T E  D  J  Q2 !l_  

__________ F. B. B E A T T I E  & CO., INC._____________________  #6 9 3 ___________________

(Name o f Surplus Line Broker ) {License Number)
Exhibit 1-A

Line o f  
Business

LOSSES PA ID  A N D  INCURRED

1. F ire  & Allied
(a) Habitational
(b) Homeowners
(c) Commercia l

2 .  In land  Marine
(D IC ,  Earthquake, A R B R )

3 . Ocean Marine
4 . Professional L iab ility

(a) Medical
(b) A ttorneys
(c ) Architects & Engineers
(d ) Other

*

5 . Genera l L iab i l i^
6 . Au'.o Liability

(a) Private Passenger
(b) Commercial

7 . A u to  Physical Damage
(a) Private Passenger
(b) Commercia l

8 .  W orkmen 's Compensation
(a) Aviation.
(b) Other

9 . A i rc ra f t  -  A ll Perils
10 . O the r  ( Id en t i fy )
T O T A L

Actual Losses 
Paid to Po l icyho lde 

(deduct salvage)
Plus

rs Claim 
Ernp.

Tota l
Losses
Inc. Reserves

0 0 0 0
0 0 1 0 0

6 1 5 : 3 7 97.20 7 1 2 . 5 7 105,183.78

7 8 , 9 3 5 . 1 0 3,940.92' 8 2 , 8 7 6 . 0 2 37 5 ,607.09

0 0 0 0

0 0 0 0

? ? ? ?

? ? ? ?

? ? ? 1,880.00

0 259.30 2 5 r . 2 0 27,4 1 9 . 8 3

0 0 0 0

0 0 0 0

0 • .
0 0 • 0

0 0 0 0

43 , 4 2 4 . 1 1 1,62 1 . 8 0 45,045. 91 128 , 1 9 7 . 7 0

0 0 0 0
2 8 2 , 6 1 6 . 4 8 1 8 , 7 2 2 . 5 0 3 0 0 , 8 8 3 . 9 0 58 0 , 8 2 2 . 6 7

0 0 0 0
4 0 5 , 1 3 6 . 0 6 24,541-. 72 4 2 9 , 7 7 7 . 7 8 * 1 , 2 1 9 , 1 1 1 . 1 2

4 2 9 . 7 7 7 . 7 8  * 

T O T A L  L O S S E S / E X P E N S E S / R E S E R V E S  I N C U R R E D  $ 1 , 6 4 8 , 0 8 8 . 9 0



R O S E M U R G Y  S E A

A P R  3d IQ 
TO J U A N I T A  B R O W N  
R O L L I N S  B U R D I C K  <5 H U N T E R  
A N C H O R A G E

A V I A T I O N  L I A E I L I T Y  C L A I M S  A D J U S T E D  & R E S E R V E D  B Y  R O S E K U R G Y  & C C

B Y  N U M B E R  O F  C L A I M S  W E  M E A N  E A C H  I N D I V I D U A L  K I L L E D  O R  I N J U R E D  IN 

A N  A I R P L A N E  A C C I D E N T  IN A L A S K A .  T H I S  D O E S  N O T  I N C L U D E  h U L L  
C L A I M S  S

1978 4 0  C L A I M S  T O T A L  P D  S17.*942*769 O / S  R E S E R V E S  $ 1 9 jd d d

1979 22 C L A I M S  T O T A L  P D  S 1..626/404 0 'S R E S E R V E S  255.* 0 E 2

198B 6 8  C L A I M S  T O T A L  P D  S 7 / 9 3 1 ^ 2 0 7  0/\ R E S E R V E S  $7.*E62.*50&

V E  T R U S T  T H I S  I N F O R M A T I O N  IS O F  A S S I S T A N C E  T O  Y O U .

R E G A R D S

R J R O S E M U R G Y  
♦

R E H  A L A S K A  A H G  
V



Î EED STENHOUSE
Reed Stenhouse Inc. of Alaska 
International Insurance Brokers 
4794 Business Park Blvd., Suite 1 
Anchorage, Alaska 99503
907 274-0694 Telex 090-25-214

April 30, >381

Mr. Donald P. Koch 

Chief of Market Surveillance 
Division of Insurance 
State of Alaska 
Department of Commerce 

and Economic Development 

Pouch D
Juneau, Alaska 99811

Re: Alaska Surplus Lines Filings

Dear Don:

It has been brought to my attention that we did not report losses for 

aviation hulls and liabilities in our 1979 and 1980 surplus lines filings. 
The following figures represent losses paid by aviation hull and liability 
underwriters on behalf of our clients and not otherwise reported for these 

policy years in question:

1979 Aviation hulls - ^167,800.00
1980 Aviation hulls - $119,522.23

I hope this is of some assistance to you in compiling your premium and loss 

summaries.

Si ly,

David A. Blackwood 

Senior Vice President

cc: Mr. Russ Neville
Brady and Associates'



h o i i i n s  b u r a i c K  M u n t G r  o f  A i d S K G ,  i n c .
840 K Street, Anchorage, Alaska 99501 /  Telephone 907 279-2422 /  Telex 25-225

ft.i
DIV.

April 28, 1981
R Q W B U R D IC K

' HUNJER:

Mr. Don Koche 
State of Alaska 
Department of Commerce 
Divif ion of Insurance 
Poucl. D
Juneau, Alaska 99811

Re: Insured Aviation Losses

Dear Mr. Koche:

I am taking this opportunity to give you some further information 
insofar as aviation losses in the State of Alaska. Currently, the 
information that the State of Alaska has shows that Dougau, Eader,
Reynolds & Wheller wrote $838,000 in premium in 1978 and $325,000 
premium in 1979 for aviation insurance. In these two years no losses 
were reported.

Rollins Burdick Hunter is now affiliated with Dougan, Eader, Reynolds & 
Wheller and we have requested that they review their files as to losses 
in 1978 and 1979. We have been advised that in 1978 they paid losses of 
$1,037,089, and in 1979 losses amounted to $305,349.

This gives us total losses in the years 1978, 1979 and 1980 of $1,'#26,438, 
with premium generated of $1,218,000, with a loss ratio of 117%.

I am in hopes that this further information will help the legislature in 
their consideration of Senate Bill 277, and in understanding why the



M r . Don Koche 
April 28, 1981 
Page 2

insurance cost to the aviation community in the State of Alaska have 
risen as they have in the past few years.

Sincerely,

ROLLINS BURDICK HUNTER OF ALASKA, INC.

MRH/tsh
cc: Russ Neville

Brady & Associates 
310 K Street
Anchorage, Alaska 99501
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21.06.180 I n s u r a n c e § 21.06..

< t

Sec. 21.06.180. Hearing’s, (a) The director may hold hearings 
for any purpose within the scope of this title considered by him 
to be necessary.

(b) The director shall hold a ’ earing if required by a provision 
of this title, or upon written demand by a person aggrieved by an 
act, threatened act or failure of the director to act, or by a report, 
regulation or order of the director (other than an order for the 
holding of a hearing, or an order on hearing or under it). A de­
mand shall specify the grounds to be relied upon at the hearing 
as a basis for the relief. Unless postponed by mutual consent or for 
good cause shown, the hearing shall be held within 30 days after 
receipt by the director of the written demand.

(c) If within the 30-day period the director does not either (1) 
grant the hearing, or (2) issue his order refusing the hearing, as 
to the previous report, regulation, or order as to which the person 
so claims to be aggrieved, the hearing shall be considered to have 
been refused. (§ 1 ch 120 SLA 1966)

Sec. 21.06.190. Stay of action, (a) A demand fu a hearing re­
ceived by the director 'tefore the effective date of an order is­
sued by him or within 10 days after an order is delivered, shall 
stay the effectiveness of the order rending the hearing and an 
order made thereon, except as to action taken or j roposed (1) un­
der an order on hearing, or (2) under an order v nder and supple­
mental to an order on hearing, or (3) under an order based upon 
impairment of assets or unsound financial condition of an insurer.

(b) If an automatic stay is not provided for and the director 
after receipt of a written request for a stay fails to grant it, the 
person aggrieved may apply to the superior court tor a stay of the 
director’s proposed action. (§ 1 ch 120 SLA 1966)

Sec. 21.06.200. Notice of hearing. Not less than 20 days in ad­
vance the director shJl give notice of the time and place of the 
hearing, stating the matters to be considered at the hearing. If 
the persons to be given notice are not specified in the provision 
unde»- which the hearing is held, the director shall give notice to 
all persons whose pecuniary interests are to be directly and im­
mediately affected by the hearing. (§ 1 ch 120 SLA 1966)

Sec. 21.06.210. Hearing procedure, (a) The director shall allow 
a party to the hearing to appear in person and by counsel, to be 
present during the giving of all evidence, to have a reasonable op­
portunity to inspect all documentary evidence and to examine wit­
nesses, to present evidence in support of his interest, and to have 
subpoenas issued by the director to comr'l attendance of witnesses 
and production of evidence in his behalf.

(b) The director shall permit to ber me a party to the hearing 
by intervention, if timely, any per', n who was not an original

11



§ 21.06.220 A l a s k a  Sta t u t e s § 21.06.250

party to the proceeding and whose pecuniary interests are to be 
directly and immediately affected by the director’s order made 
upon the hearing.

(c) Formal rules of pleading or evidence need not be observed 
at a hearing.

(d) Upon written request seasonably made by a party to the 
hearing and at that person’s expense, the director shall cause a 
full stenographic record of the proceedings to be made by a com­
petent reporter. If transcribed, a copy of the stenographic record 
shall be furnished to the director, without cost to the director or 
the state, and shall be a part of the director’s record of the hearing. 
If transcribed a copy of the stenographic record shall be furnished 
to any other party to the hearing at the request and expense of 
the other party. If no stenographic record is made or transcribed, 
the director shall prepare an adequate record of the evidence and 
of the proceedings.

(e) Upon written request of a party to a hearing filed with the 
director within 30 days after an order made pursuant to a hearing 
has been mailed or delivered to the persons entitled to receive it, 
the director may grant a rehearing or reargument of the matters 
involved in the hearing. Notice of the rehearing or reargument 
shall conform to the requirements of § 200 of this chapter. (§ 1 
ch 120 SLA 1966)

Sec. 21.0C 220. Order on hearing, (a) In conducting the hearing 
the director shall sit in a quasi-judicial capacity. Within 30 days 
after termination of the hearing, rehearing, or reargument, the 
director shall make his order on hearing, covering matters in­
volved in the hearing, rehearing or reargument, and shall give a 
copy of the order to tne same persons given notice of the hearing.

(b) The order shall contain a concise statement of the facts 
found by the director, his conclusions, and the matters required by 
§ 100 of this chapter.

(c) The order may affirm, modify, or nullify a previous action 
or may constitute the taking of new action within the scope of 
the notice of hearing. (§ 1 ch 120 SLA 1966)

Sec. 21.06.230. Appeals from the director. A person aggrieved 
by an order of the director may appeal the order to the superior 
court, using procedures provided by court rule. (§ 1 ch 120 SLA 
1966)

Sec. 21.06.240. Hearings inapplicable. The hearing and appeal 
procedures provided for in §§ 180—230 of this chapter do not ap­
ply to matters covered by ch. 39 of this title. (§ 1 ch 120 SLA 1966)

Sec. 21.06.250. Fees and licenses, (a) The director shall collect 
required fees in advance. The fees are as follows:

12



15.290

ate to 
|dance 
rithin

I a re­
fs lia- 
sd by 
p, its 
fy an 
make 

power

make 
to do 

j after 
(dered 

this

shall 
Jits as 
■to be 

|ve of 

at in- 
S L A

fnsur-bons,binityv1-fact”
l l  in- J oper- |ict to 

SLA

i

)

o

I ) 1 )

♦ )

• - . 3  s

§ 21.78.010 INSURANCE 21.78.020

Chapter 78. Rehabilitation and Liquidation.

Section
10. Jurisdiction of delinquency pro­

ceedings
20. Commencement of delinquency 

proceedings 
30. Injunctions
40. Grounds fo r  rehabilitation
50. Grounds fo r  liquidation
60. Grounds fo r  cc nservation—For­

eign insurers 
70. Grounds fo r  conservation—Alien

insurers
80. Grounds fo r  ancillary liquidation 
90. Order o f rehabilitation

100. Order o f  liquidation, domestic 
insurers

110. Order o f  liquidation, alien in­
surers

120. Order o f  conservation or ancil­
lary liquidation o f foreign or 
alien insurers

130. Conduct o f delinquency proceed­
ings against domestic and alien 
insurers

140. Conduct o f  delinquency proceed­
ings ug.iinst foreign insurers

Section
150. Claims o f nonresidents against 

domestic insurers 
160. Claims against foreign insurers 
170. Form o f  claim 
180. Priority o f certain claims 
190. Attachment and garnishment o f 

assets
200. Uniform Insurers Liquidation 

Act
210. Deposit o f money collected 
220. Exemption from fees 
230. Borrowing on pledge o f assets 
210. Date rights fixed on liquidation 
250. Voidable transfers 
260. Priority o f claims fo r  compensa­

tion 
270. Offsets
280. Allowance of certain claims 
290. Time to file claims 
300. Report and petition for assess­

ment
310. Order and le%-y o f  assessment 
320. Assessment prima facie correct 
330. Definitions

Sec. 21.78.010. Jurisdiction of delinquency proceedings, (a) The 
court is vested with exclusive original jurisdict:on of delinquency 
proceedings under this chapter, and is authorized to make all nec­
essary and proper orders to carry out the purposes of this chapter.

(b) Delinquency proceedings under this chapter constitute the 
sole and exclusive method of liquidating, rehabilitating, reorganiz­
ing or conserving an insurer, and no court may entertain a peti­
tion for the commencement of the proceedings unless it has been 
filed in the name of the state on the relation of the director.

(c) An appeal shall lie to the supreme court from an order 
granting or refusing rehabilitation, liquidation, or conservation, 
and from every other order in delinquency proceedings having the 
character o f a final order as to the particular portion of the pro­
ceedings embraced therein. (§ 1 ch 120 SLA I960)

Sec. 21.78.020. Commencement of delinquency proceedings, The 
director shall commence the proceedings by application to the 
court for an order directing the insurer to show cause why the 
director should not have the relief prayed for. On the return of 
the order to show cause, and after a full hearing, the court shall 
either deny the application or grant the application, together with 
other relief which the nature of the case and the interest of the 
policyholders, creditors, stockholders, members, subscribers or the 
public may require. (§ 1 ch 120 SLA 1966)
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Sec. 21.78.030. Injunctions, (a) Upon application by the di­
rector for an order to show cause, or at any time thereafter, the 
coJ’ rt may without notice issue an injunction restraining the in­
surer, its officers, directors, stockholders, members, subscribers, 
agents and all other persons from the transaction of its business or 
the waste or disposition of its p ,*operty until the further order of 
the court.

(b) The court may at any time during a proceeding under this 
chapter issue injunctions or orders which may be considered nec­
essary to prevent intex'ference with the director or the proceed­
ing, or waste of the assets of the insurer, or the commencement or /i
pi*osecution of actions, or the obtaining of preferences, judgments, '■
attachments or other liens, or the making of any levy against the
insurer or against its assets ox any part of its assets.

(c) No bond may be required of the director as a prerequisite 
for the issuance of an injunction or restraining order under this 
section. ( j 1 ch 120 SLA 1966)

Sec. 21.78.040. Grounds for rehabilitation. The director may ap­
ply to the court for an order appointing him as receiver of and 
directing him to rehabilitate a domestic insurer upon one or more 
of the following grounds. That the insurer

(1) is impaired or insolvent;
(2) has refused to submit any of its books, records, accounts 

or affairs to reasonable examination by the director;
(3) ':.as concealed or wrongfully removed records or assets or 

otherwise violated AS 21.69.390;
(4) has failed to comply with an order of the director to make 

good an impairment of capital or surplus or both;
(5) has transferred or attempted to transfer substantially its 

entire property or business, or has entered into a transaction the 
effect of which is to merge substantially its entire property or 
business in that of any other insurer without having first obtained 
the written approval of the director;

(6) is found, after examination, to be in such condition that its 
further transaction of business will be hazardous to its policy­
holders, or to its creditors, or to its members, subscribei-s, or stock­
holders, or to the public;

(7) has an officer, director, or manager who has refused to be 
examined under onth, concerning its affairs, for which purpose 
the director is authorized to conduct and to enforce by all ap­
propriate and available means an examination under oath in an­
other state or territory of the United States, in which the officer, 
director or manager may then presently be, to the full extent per­
mitted by the laws of the other state or territory, this special 
authorization considered;

(8) has been or is the subject of an application for the appoint-

§ 21.78.030 A l a s k a  S ta t u t e s  § 21.78.040 (
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§ 21.78.050 In s u r a n c e § 21.78.070

ruent of a receiver, trustee, custodian or sequestrator of the in­
surer or its property otherwise than under the provisions of this 
title, but only if the appointment has been made or is imminent 
and its effect is or would be to oust the courts of this state of 
jurisdiction;

(9) has consented to such an order through a majority of its 
directors, stockholders, members or subscribers; or

(10) has failed to pay a final judgment rendered against it in 
this state upon any insurance contract issued or assumed by ' , 
within 30 days after the judgment became final or within 30 days 
after the time for taking an appeal has expired, or within 30 days 
after dismissal of an appeal before final termination, which­
ever date is the later. (§ 1 ch 120 SLA 1966)

Sec. 21.7S.050. Grounds for liquidation. The director may ap­
ply to the court for an order appointing him as receiver (if his 
appointment as receiver is not then in effect) and directing him to 
liquidate the business of a domestic insurer or of the United States 
branch of an alien insurer having trusteed assets in this state, 
regardless of whether or not there has been a prior order directing 
him to rehabilitate the insurer, upon any of the grounds specified 
in § 40 of this chapter, or if the insurer

(1) has ceased transacting business for a period of one year, or
(2) is an insolvent insurer and has commenced voluntary 

liquidation or dissolution, or attempts to commence or prosecute 
an action or proceeding to liquidate its business or affairs, or to 
dissolve its corporate charter, or to procure the appointment of a 
receiver, trustee, custodian or sequestrator under any law except 
Mis title. (§ 1 ch 120 SLA 1966)

See. 21.78.0(50. Grounds for conservation —  Foreign insurers. 
The director may apply to the court for an order appointing him as 
receiver or ancillary receiver, and directing him to conserve the 
assets in this state, of a foreign insurer upon any of the following 
grounds:

(1) upon any of the grounds specified in §§ 40 or GO of this 
chapter; or

(2) upon the ground that its property has been sequestrated in 
its domiciliary sovereignty or in any other sovereignty. (§ 1 ch 
120 SLA 1966)

Sec. 21.78.070. Grounds for conservation— Alien insurers. The 
director may apply to the court foi an order appointing him as 
receiver or ancillary receiver, and directing him to conserve the 
assets within this state, of an alien insurer upon any of the follow­
ing grounds:

(1) upon any of the grounds specified in §§ 40 or 50 of this 
chapter;



§ 21.78.080 A l a s k a  S t a t u t e s § 21.78.110

(2) upon the ground that the insurer has failed to comply 
within the time designated by the director, with an order made 
by him to make gocd an impairment of its trusteed funds; or

(3) upon the ground that the properly of the insurer has been 
sequestrated in its domiciliary sovereignty or elsewhere. (§ 1 ch 
120 SLA 1936)

Sec. 21.7S.080. Grounds for ancillary liquidation. The director 
may apply to the cou*t for an order appointing him as ancillary 
receiver of and directing him to liquidate the business of a foreign 
insurer having assets, business or claims in this state upon the 
appointment in the domiciliary state of the insurer of a receiver, 
liquidator, conservator, rehabilitator or other officer by whatever 
name called for the purpose of liquidating the business of the in­
surer. (§ 1 ch 120 SLA 1966)

Sec. 21.78.090. Order of rehabilitation, (a) An order to re­
habilitate a domestic insurer shall require the director to take 
immediate possession of the property of the insurer and to con­
duct its business, and to take steps toward removal of the causes 
and cc .ditior.s which have made rehabilitation necessary as the 
court may direct.

(b) If at any time the director considers that further efforts to 
rehabilitate the insurer would be useless, he may apply to the court 
for an order of liquidation.

(c) The director, or an interested person upon due notice to 
the director, at any time may apply to \he court for an order 
terminating the rehabilitation proceedings and permitting the 
insurer to resume possession of its property and the conduct of 
its business, but the order may not be made or entered except 
when, after a hearing, the court has determined that the pur­
poses of the proceeding have been fully accomplished. (§ 1 ch 
120 SLA 1966)

Sec. 21.78.100. Order of liquidation, domestic insurers, (a) An 
order to liquidate the business of a domestic insurer shall require 
the director to take immediate possession of the property of the 
insurer, to liquidate its business, to deal with the insurer’s prop­
erty and business in his own name as director of insurance or in 
the name of the insurer, as the court may direct, and to give 
notice to all creditors who may have claims against the insurer 
to present the claims.

(b) The director may apply for and secure an order dissolving 
the corporate existence of a domestic insurer upon his applica­
tion for an order of liquidation of the insurer or at any time after 
the order has been granted. (§ 1 ch 120 SLA 1966)

Sec. 21.78.110. Order of liquidation, alien insurers. An order to 
liquidate the business of a United States branch of an alien insurer
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)

having trusteed assets in this state shall be in the same terms as 
those prescribed for domestic insurers, except that the assets of 
the business of the United States branch shall be the only assets 
included in the order. (§ 1 ch 120 SLA 1966)

Sec. 21.78.120. Order of conservation or ancillary liquidation of 
foreign or alien insurers, (a) An order to conserve the assets of 
a foreign or alien insurer shall require the director, to take im­
mediate possession of the property of the insurer in this state 
and to conserve it, subject to the further direction of the court.

(b) An order to liquidate the assets in this s*ate of a foreign 
insurer shall require the director to take immediate possession of 
the property of the insurer in this state and to liquidate it subject 
to the orders of the court and with due regard to the rights and 
powers of the domiciliary receiver, as provided in this chapter. 
(§ lch  120 SLA 1966)

Sec. 21.78.130. Conduct of delinquency proceedings against do­
mestic and alien insurers, (a) When under this chapter a receiver 
is to be appointed in delinquency proceeding for a domestic or 
alien insurer, the court shall .-ppoint the director as the receiver. 
The court shall order the director immediately to take possession 
of the assets of the insurer and to administer the assets under 
orders of the court.

(b) As a domiciliary receiver, the director shall be vested by 
operation of law with the title to all of the property, contracts 
and rights of action, and all of the books and records of the in­
surer, wherever located, as of the date of entry of the order direct­
ing him to rehabilitate or liquidate a domestic insurer or to liqui­
date the United states branch of an alien insurer domiciled in 
this state, and he shall have the right to recover the same and re­
duce the same to possession; except that ancillary receivers in 
reciprocal stages shall have, as to assets located in their respective 
states, the rights and powers which are herein prescribed for 
ancillary receivers appointed in this state as to assets located in 
this state.

(c) The filing or recording of the order directing possession 
to be taken, or a certified copy of the order, in any office where 
instruments affecting title to property are required to be filed or 
recorded shall impart the same notice as would be imparted by a 
deed, bill of sale, or other evidence of title duly filed or recorded.

(d) The director as domiciliary receiver shall be responsible 
for the proper administration of all assets coming into his posses­
sion or control The court may at any time require a bond from 
him or his deputies if considered desirable for the protection of 
the assets.

(e) Upon taking possession of the assets of an insurer, the
2 3 7



§ 21.78.140 A l a s k a  S t a t u t e s

domiciliary receiver shall, subject to the direction of the court, 
immediately proceed to conduct the business of the insurer or to 
take steps authorized by this chapter for the purpose of rehabili­
tating, liquidating or conserving the affairs or assets of the in­
surer.

(f) In connection with delinquency proceedings, the director 
may appoint one or more special deputies to act for him and he 
may employ counsel, clerks and assistants which he considers 
necessary. The compensation of the special deputies, counsel, 
clerks or assistants and all expenses of taking possession of the 
insurer and of conducting the proceedings shall be fixed by the 
receiver, subject to the approval of the court, and shall be paid 
out of the funds or assets of the insurer. Within the limits of 
duties imposed upon them, special deputies shall possess all the 
powers given to, and in the exercise of those powers shall be sub­
ject to all of the duties imposed upon, the receiver with respect to 
the proceedings. (§ 1 ch 120 SLA 1966)

Sec. 21.78.140. Conduct of delinquency proceedings against for­
eign insurers, (a) When under this chapter an ancillary receiver is 
to be appointed in delinquency proceedings for an insurer not 
domiciled in this state, the court shall appoint the director as an­
cillary receiver. The director shall file a petition requesting the 
appointment on the grounds set out in § 80 of this chapter,

(1) if he finds that there are sufficient nsets of the insurer lo­
cated in this state to justify the appointn ent of an ancillary re­
ceiver ; or

(2) if 10 or more persons resident in t .'s  stxte having claims 
against the insurer file a petition with the du rotor requesting the 
appointment of the ancillary receiver.

(b) The domiciliary receiver for the purpose of liquidating an 
insurer domiciled in a reciprocal state shall be vested by operation 
of law with the title to all of the property, contracts and rights 
of action, and all of the books and records of the insurer located 
in this state, and he shall have the immediate right to recover 
balances due from local agents and to obtaip possession of any 
books and records of the insurer found in this state. He shall also 
be entitled to recover the other assets of the insurer located in this 
state, except that r pon the appointment of an ancillary receiver 
in this state, the ancillary receiver shall during the ancillary re­
ceivership proceedings have the sole right to recover the other 
assets. The ancillary receiver shall, as soon as practicable, liqui­
date from their respective securities those special deposit claims 
and secured claims which are proved and allowed in the ancillary 
proceedings in this state, and shall pay the necessary expenses of 
the proceedings. He shall promptly transfer all remaining assets
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§ 2 ..7 8 .1 50 In s u r a n c e § 21.78.160

to the domiciliary receiver. Subject to these provisions, the an­
cillary receiver and his deputies shall have the same powers and 
be subject to the same duties with respect to the administration 
of the assets as a receiver of an insurer domiciled in this state.

(c) The domiciliary receiver of an insurer domiciled in a re­
ciprocal state may sue in this state to recover assets of the insurer 
to which he may be entitled under the laws of this state. (§ 1 ch 
120 SLA 1966)

Sec. 21.78.150. Claims of nonresidents against domestic insur­
ers. (a) In a delinquency proceeding begun in this state against a 
domestic insurer, claimants residing in reciprocal states may file 
claims either with the ancillary receivers, if any, in their respec­
tive states, or with the domiciliary receiver. The claims must be 
filed on or before the last date fixed for the filing of claims in the 
domiciliary delinquency proceedings.

(b) Controverted claims belonging to claimants residing in re­
ciprocal states may either:

(1) be proved in this state; or
(2) if ancillary proceedings have been commenced in the re- 

ciprocal states, may be proved in those proceedings; if a claimant 
elects to prove his claim in ancillary proceedings, if notice of the 
claim and opportunity to appeal and be heard is afforded the 
domiciliary receiver of this state, as provided in § 160 of this chap­
ter with respect to ancillary proceedings in this state, the final 
allowance of the claim by the courts in the ancillary state shall be 
accepted in this state as conclusive as to its amount and its priority, 
if any, against special deposits or other security located in the 
ancillary state. (§ 1 ch 120 SLA 1966)

Sec. 21.78.160. Claims against foreign insurers, (a) In a de­
linquency proceeding in a reciprocal state against an insurer domi­
ciled in that state, claimants against the insurer who reside in 
this state may file claims either with the ancillary receiver, if any, 
appointed in this state, or with the domiciliary receiver. The 
claims must be filed on or before the last date fixed for the filing 
ol' claims in the domiciliary delinquency proceedings.

(b) Controverted claims belonging to claimants residing in this 
state may either

(1) be proved in the domiciliary state as provided by the law 
of that state; or

(2) if ancillary proceedings have been commenced in this state, 
be proved in those proceedings; in the event that a claimant elect.:, 
to prove his claim in this state, he shall file his claim with the an­
cillary receiver and shall give notice in writing to the receiver in 
the domiciliary state, either by registered mail or by persona! 
service at least 40 days before the date set for hearing; the notice
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§ 21.78.170 A l a s k a  S t a t u t e s § 21.78.180

shall contain a concise statement of the amount of the claim, the 
facts on which the claim is based, and the priorities asserted, if 
any; if the domiciliary receiver within 30 days after the giving 
of notice gives notice in writing to the ancillary receiver and to 
the claimant, either by registered mail or by personal service, 
of his intention to contest the claim, he shall be entitled to appear 
or to be represented in any proceeding in this state involving ad­
judication of the claim; the final allowance of the claim by the 
courts of this state shall be accepted as conclusive as to its amount 
and its priority, if any, against special deposits or other security 
located in this state. (§ 1 ch 120 SLA 1966)

Sec. 21.78.170. Form of claim, (a) All claims against an in­
surer against which delinquency proceedings have been begun 
shall set out in reasonable detail the amount of the claim, or the 
basis upon which the amount can be ascertained, the facts upon 
which the claim is based, and the prioritie asserted, if any. The 
claims shall be verified by the affidavit of * Haimant, or some­
one authorized to act on his behalf and having knowledge of the 
facts, and shall be supported by documents which may be material 
to the claims.

(b) All claims filed in this state shall be filed with the receiver, 
whether domiciliary or ancillary, in this state, on or before the 
last date of filing as specified in this chapter.

(c) Within 10 days of the receipt of a claim, or within a further 
period which the court may for good cause shown fix, the receiver 
shall report the claim to the court, specifying in the report his 
recommendation with respect to the action to be taken. Upon re­
ceipt of the report, the court shall fix a time for hearing the claim 
and shall direct that the claimant or the receiver, as the court 
specifies, give notice which the court determines to the persons 
who appear to the court to be interested therein. All notices shall 
specify the time and place of the hearing and shall concisely state 
the amount and nature of the claim, the priorities asserted, if any, 
and the recommendation of the receiver.

(d) At the hearing, all persona interested shall be entitled to 
appear and the court shall enter an order allowing, allowing in 
part, or disallowing the claim. The order shall be an appealable 
order. (§ 1 ch 120 SLA 1966)

Sec. 21.78.180. Priority of certain claims, (a) In a delinquency 
proceeding against an insurer domiciled in this state, claims owing 
to residents of ancillary states shall be preferred claims if like 
claims are preferred under the laws of this state. Claims owing to 
residents or nonresidents shall be given equal priority of payment 
from general assets regardless of where the assets are located.

(b) In a delinquency proceeding against an insurer domiciled
240
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Sec. 21.7S.210. Deposit of money collected. The money collected 
by the director in a proceeding under this chapter shall be from 
time to time deposited in one or more state or national banks, sav­
ings banks, and in the case of the insolvency or voluntary liquida­
tion of a depositary which is an institution organized and super­
vised under the laws of this state, the deposits shall be entitled to 
priority of payment on an equality with any other priority given 
by the banking laws of this state. The director may in his dis­
cretion deposit the money or any part of it in a national bank or 
as a trust fund. (§ 1 ch 120 SLA 1966)

Sec. 21.78.220. Exemption frcm fees. The director shall not be 
required to pay a fee to a public officer in this state for filing, 
recording, issuing a transcript oi certificate or authenticating a 
paper or instrument pertaining to the exercise by the director of 
any of the powers or duties conferred upon him under this chap­
ter, whether or not the paper or instrument is executed by the di­
rector or his deputies, employees or attorneys of record and 
whether or not it is connected with the commencement of an action 
or proceeding by or against the director, or with the subsequent 
conduct of the action or proceeding. (§ 1 ch 120 SLA 1966)

Sec. 21.78.230. Borrowing on pledge of assets. For the purpose 
of facilitating the rehabilitation, liquidation, conservation or dis­
solution of an insurer under this chapter, the director may, sub­
ject to the approval of the court, borrow money and execute, ac­
knowledge and deliver notes or other evidences of indebtedness 
and secure the repayment of the same by the mortgage, pledge, 
assignment, transfer in trust, or hypothecation of any or all of the 
property, whether real, personal or mLad, of the insurer, and the 
director subject to the approval of the court shall have power to 
take any and all other action necessary and proper to consummate 
the loan and to provide tor its repayment. The director shall be 
under no obligation personally or in his official capacity to repay 
a loan made under this section. (§ 1 ch 120 SLA 1966)

Sec. 21-78.2J0. Date rights fixed on liquidation. The rights and 
liabilities of the insurer and of its creditors, policyholders, stock­
holders, members, subscribers and all other persons interested in 
its estate shall, unless otherwise directed by the court, be fixed 
as of the date on which the order directing the liquidation of the 
insurer is filed in the office of the clerk of the court which made 
the order, subject to the provisions of this chapter with respect 
to the rights of claimants holding contingent claims. (§ 1 ch 120 
SLA 1966)

Sec. 21.78.250. Voidable transfers, (a) A transfer of, or lien 
upon, the property of an insurer which is made or created within
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§ 21.78.260 I n s u r a n c e § 21.78.270

four months before the granting of an order to show cause under 
this chapter with the intent of giving to creditor a preference 
or of enabling him lo obtain a greater percentage of his debt than 
another creditor of the same class and which is accepted by the 
creditor having reasonable cause to believe that the preference will 
occur, shall be voidable.

(b) Each director, officer, employee, stockholder, member, sub­
scriber and any other person acting on behalf of the insurer who 
is concerned in any act or deed and each person receiving thereby 
any property of Jie insurer or the benefit of it shall be personally 
liable therefor and shall be bound to account to the director.

(c) The director as receiver in a proceeding under this chapter 
may avoid a transfer of or lien upon the property of an insurer 
which a creditor, stockholder, subscriber or member of the insurer 
might have avoided and may recover the property transferred un­
less the person was a bona fide holder for value before the date 
of the entering of an order to show cause under this chapter. The 
property or its value may be recovered from anyone who has 
received it except a bona ficL' holder for value as herein specified. 
(§ lch  120 SLA 1966)

Sec. 21.78.260. Priority of claims for compensation, (a) Com­
pensation actually owing to employees other than officers of nn 
insurer, for services rendered within three months before the com­
mencement of a proceeding against the insurer under this chapter, 
but not exceeding ?500 for each employee, shall be paid before the 
payment of any other debt or claim, and in the d.scretion of the 
director may be paid as soon as practicable after :he proceeding 
has been commenced; except that at all times the director shall 
reserve the funds which will in his opinion be sufficient for the 
expenses of administration.

(b) The priority shall be in lieu of any other similar priority 
which may be authorized by law as to wages or compensation of 
the employees. (§ 1 ch 120 SLA 1966)

Sec. 21.7S.270. Offsets, (a) In all cases of mutual debts or mu­
tual credits between the insurer and another person in connection 
with an action or proceeding under this chapter, the credits and 
debts shall be set off and the balance only shall be allowed or paid, 
except as provided in (b) of this section.

(b) No offset may be allowed in favor of a person if
(1) the obligation of the insurer to the person would not at the 

date of the entry of a liquidation order or otherwise, as provided 
in § 240 of this chapter, entitle him to share as a claimant in the 
assets of the insurer;

(2) the obligation of the insurer to the person was purchased 
by or transferred to the person with a view of its being used as 
an offset; or
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(3) the obligation of the person is to pay an assessment levied 
against :he members of a mutual insurer, or against the sub­
scribers of a reciprocal insurer, or is :o  pay a balance upon the 
subscription to the capital stock of a stock insurer. (§ 1 ch 120 
SLA I960)

Sec. 21.78.2S0. Allowance of certain claims, (a) No contingent 
and unliquidated claim may share in a distribution of the assets 
of an insurer which has been adjudicated to be insolvent by an 
order made under this chapter, except that the claim shall be con­
sidered. if properly presented, and may be allowed to share if

(1) the claim becomes absolute-against the insurer on or before 
the last day for filing claims against the assets of the insurer; or

(2) there is a surplus and the liquidation is thereafter con­
ducted upon the basis that the insurer is solvent.

(b) If an insurer has been adjudicated to be insolvent a person 
who has a cause of action against an insured of the insurer under 
a liability insurance policy issued by the insurer has the right to file 
a claim in the liquidation proceeding, regardless of the fact that 
the claim may be contingent, and the claim may be allowed

(1) if it may be reasonably inferred from the proof presented 
upon the claim that the person would be able to obtain a judg­
ment upon the cause of action against the insured;

(2) if the person furnishes suitable proof, unless the court for 
good cause shown otherwise directs, that no further valid claim 
against the insurer arising out of his cause of action other than 
those already presented can be made; and

(3) if the total liability of the insurer to all claimants arising 
out c '  me same act of its insured is no greater than its maximum 
liability would be were it not in liquidation.

(c) No judgment against the insured taken after the date of 
entry of the liquidation order shall be considered in the liquidation 
proceedings as evidence of liability, or of the amount of damages, 
and no judgment against an insured taken by default, or by col­
lusion before the entry of the liquidation order may be considered 
as conclusive evidence in the liquidation proceedings, either of the 
liability of the insured to the person upon the cause of action or of 
the amount of damages to which the person is entitled.

(d) No claim of a secured claimant may be allowed at a sum 
greater than the difference between the value of the claim with­
out security and the value of the security itself as of the date of 
the entry of the order of liquidation or other date set by the court 
for determining rights and liabilities as provided in § 240 of this 
chapter unless the claimant surrenders his security to the director, 
in which event the claim shall be allowed in the full amount for 
which it is valued. (§ 1 ch 120 SLA 1066)

§ 21.7S.2S0 A l a s k a  S t a t u t e s  § 21.78.2S0



§ 21.78.290 I n s u r a n c e § 21.78.310

Sec. 21.78.290. Time to file claims, (a) If upon the entry of an 
order of liquidation under this chapter or at any time thereafter 
during liquidation proceedings the insurer is clearly not solvent, 
the court shall, upon hearing after notice it considers proper, make 
and enter an order adjudging the insurer to be insolvent.

(b) After the entry of the order of insolvency, regardless of 
prior notice that may have been given to creditors, the director 
shall notify all persons who may have claims against the insurer 
to file the claims with him, at a place and within the time specified 
in the notice, or that the claims shall be forever barred. The time 
specified in the notice shall be as fixed by the court for filing 
claims and may not be less than six months after the entry of the 
order of insolvency. The notice shall be given in tĥ  manner and 
for the reasonable period of time that may be ordered by the court. 
(§ lch  120 SLA 1966)

Sec. 21.78.300. Report and petition for assessment. Within three 
years after the date of the entry of an order of rehabilitation or 
liquidation of a domestic mutual insurer or a domestic reciprocal 
insurer, the director may make and file his report and petition to 
the court setting out

(1) the reasonable value vJ the assets of the insurer;
(2) the liabilities of the insurer to the extent thus far ascer­

tained by the director;
(3) the aggregate amount of the assessment, if any, which the 

director considers reasonably necessary to pay all claims, the 
costs and expenses of the collection of the assessments and the 
costs and expenses of the delinquency proceedings in full;

(4) any other information relative to the affairs or property 
of the insurer that the director considers material. (§ 1 ch 120 
SLA 1966)

Sec. 21.78.310. Order and levy of assessment, (a) Upon the fil­
ing and reading of the report and petition provided for in § 300 
of this chapter, the court, ex parte, may order the director to 
assess all members or subscribers of the insurer who may be sub­
ject to the assessment, in the aggregate amount the court finds 
reasonably necessary to pay all valid claims as may be timely 
filed and proved in the delinquency proceedings, together with 
the costs and expenses of levying and collecting assessments and 
the costs and expenses of the delinquency proceedings in full. The 
order shall require the director to assess each member or sub­
scriber for his porportion of the aggregate assessment, according 
to the reasonable classification of the members or subscribers and 
formula which may be made by the director and approved by 
the court.

(b) The court may order additional assessments upon the fil-
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of the order and petition referred to in (c) of this section is made 
upon him

(1) fails to appear at the time and place specified in the order, 
judgment shall be entered against him as prayed for in the peti­
tion ; or

(2) appears in the manner and form required by law in re­
sponse to the order, the court shall hear and determine the mat­
ter and enter a judgment in accordance with its decision.

(e) The director may collect the assessment through any other 
lawful means. (§ 1 ch 120 SLA 1966)

Sec. 21.78.330. Definitions. In this chapter
(1) “ impairment” or "insolvency” means that the capital of a 

stock insurer or the surplus of a mutual or reciprocal insurer, shall 
be considered to be impaired and the insurer shall be considered 
to be insolvent, v.hen the insurer is not possessed of assets at 
least equal to all liabilities and required reserves together with its 
total issued and outstanding capital stock if a stock insurer, or 
the minimum surplus if a mutual or reciprocal insurer required by 
this title to be maintained for the kind or kinds of insurance it 
is the."' authorized to transact;

(2) “ insurer” means a person, firm, corporation, association 
or aggregation of persons doing an insurance business and sub­
ject to the insurance supervisory authority of or to liquidation, 
rehabilitation, reorganization or conservation by the director or 
the equivalent insurance supervisory official of another state;

(3) “delinquency proceeding” means a proceeding commenced 
'’.gainst an insurer under this chapter for the purpose of liquidat­
ing, rehabilitating, reorganizing or conserving the insurer;

(4) “state” means a state of the United States and the 'District 
of Columbia and Puerto Rico;

(5) “ foreign country” means territory not in a state;
(6) "domiciliary state” means the state in which an ,'nsurer is 

incorporated or organized, or in the case of an insurer incorpo­
rated or organized in a foreign country, the state in which the in­
surer, having beco.ne authorized to •,o business in the state, has 
at the commencement of delinquency proceedings, the largest 
amount of its assets held in trust and assets held on deposit for 
the benefit of its policyholders or policyholders and creditors in 
the United States, and the insurer is considered to be domiciled 
in that state;

(7) “ancillary .-rate” means a state other than a domiciliary 
state;

(8) “reciprocal state" means a state other than this .state in 
which in substance and effect the provisions of the Uniform In- 
su: ers Liquidation Act, as defined in § 200 of this chapter, are in



REQUEST
Bill/Resolution No. SENATE BILL NO. 277

FISCAL NOTE. /

Title Relating to avaiation insurance
Requested bvSenate Labor & Commerce, Finance Committees  Date 3/12/81

II. FISCAL DETAIL
Agency Affected Department of Revenue
Program Category Affected Revenue Collection and Management 
BRU, Program, or Subprogram(s) Affected Treasury Manaeement
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f Dollars)

FY 81 FY 82 FY 83 FY 84 FY .85 FY 86
100 PERSONAL SERVICES •
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND &. STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING (.ItatHftKKtS o f Dollars)
------- >  MILLIONS < z---

G E N E R A L  F U N D 30.0

E m B R X S E D B T C K D K

O T H E R  (Sppcifv Fund Source)
OPPORTUNITY COST/INTEREST L0S1 1.5 1.5 1.5 1.5 1.5

POSITIONS

FULL TIME
PART TIME 1

TEMPORARY 1

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
This bill creates the Aviation Indemnity Corporation of Alaska. I t’s purpose is to 
furnish aircraft owners and operators with adequate liability/hull damage insurance. 
Ttr bill also creates the Aviation Liabil'.ty Revolving Loan Fund which can make loans
to the Corporation to provide necessary surplus. The Dept, of Revenue shall purchase
all notes offered by the fund up to $30 million.

The first line indicates that the $30 million of notes bought, while an investment, 
are illiquid assets and are not available for appropriation for other purposes.
The opportunity cost/interest lost is the difference between the 7% interest rate 
that the fund pays on loans and the earnings rate for the General Fund currently.
It is assumed that the $30 million in loans are outstanding throughout the period.

IV. DATE March 26, 1981__________PREPARED BY Anselm C. Staack.- Treasury Compt-roHpr 
AGENCY Dept, of Revenue/Trpagnry fHvicHnn_____________

Original: Legislative Finance PP'ONE .465-2353-------------------------------
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 1 2/80 )



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATUREF IS C A L  NOTEI. R E Q U E S TBill'Resolution N o. SB-277    \ _____________

Title An act relating 10  aviation insurance: and Providing tor an effective ciateSRequested bv Eliason_______________________________________________________    Dr.te 3/1 <1/81
II. F IS C A L  D E T A ILAgency Affected Department of Commerce & Economic Development________________________Program Category Affected Public ProtectionB R U . Program, or Subprogram s) Affected D iv is io n  o f  Insurance(Note: If more than one budget component is affected, separate Iine*item amounts and funding for each component in the analysis section.)E X P E N D IT U R E S  (Thousands o f  Dollars)

• F Y  81 F Y  8 2 F Y  83 F Y  84 F Y  35 .F Y  86100 P E R SO N A L  S E R V IC E S 0 0 0 0 0 02on T R A V E L 0 7 4 1 1 .............. 1 "300 ..CO  N T JiA C llL 'A  L _______ 0 3 0 : 0 "  ” o .....400 C O M M O i) m L S  . __________ n 0 r n 0 -------- o -■500 E O U IP M FN T n 0 \i n 0 0600 L A N D  & S T R U C T U R E S n n n 0 0
.  o ^700 t c u i k j j T ' . o .. 30000 n n 0 0T O T A L

___________________________________ 0 30,010. a__________]___________ 1____________ 1F U N D IN G  (Thousands o f  Dollars)G E N E R A L  FU N D 0 30 ,U 1 0 . 4 1 1 1F E D E R A L  FU N D S 0 0 0 0 0 —  ■ riO T H E R  (Specify Fund Source) 0 0 0 0 0 - - ' .......... O'........ ....
PO SIT IO N SF U L L  T IM E 0 0 0 0 0 0P A R T  T IM E 0 0 0 0 u uT E M P O R A R Y _ J3 0 0 ~ t r u ........... "0 ■'

III. A N A L Y S IS  (Sec Fiscal Note Preparation Instructions, Section III)
Travel Funds heavy ini tally to monitor start up operations 

contractual funds for hearing to implement nev* chapter 86. 

The $30 Million in 700 for fy 82 is the fund established in proposed 

section 2 1 .86.200(b)

IV . D A T E .1/17/81
PHONEOriginal: Legislative Finance cc: Budget and ManagementPrime Sponsor (First Legii.ator Named)

465-25T5





COMMITTEE REPORT 

SENATE

3/13/81

Mr. P r e s i d e n t :

yThe C o m m i t t e e  on L A B O R  &  C O M M E R C E

F U R T H E R :  F i n a n c e

D a t e ;  April 13, 1981

has h a d  S B  2 7 8

s a v i n g s  a s s o c i a t i o n s

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  of t h e  c o m m i t t e e )  (t he  c o m m i t t e e )  

r e p o r t s  it b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :
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[ 1 

[ 1

[ 1 

[ 1 

[ ]
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do p as s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  C S  f o r  _____________________________________

an d r e c o m m e n d s

[ ] s a m e  t i t l e

[ ] n e w  t i t l e

A N D  a t t a c h e s  a " L e t t e r  of  I n t e n t "  [ ]

r e p o r t s  1t b a c k  w i t h o u t  r e c o m m e n d a t i o n ^ '  

r e f e r r e d  to t h e

N e w  F i s c a l  No te

C o m m i t t e e

M E M B E R S  S I G N I N G M E M B E R S  H A V I N G  
O T H E L > G M M E N D A T TONS:---------- 2 * -# — ----------------------------
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Senate

Official Business

Commiitee on £aSor & Commerce Pouch v
State Capitol 

Juneau, Alaska 9981)

C O ^ I T T E E  M I N U T g S .  A p r i l  1 4 t h #  1 9 g l

T h e  S e n a t e  C o m m i t t e e  o n  L a b o r  a n d  C o m m e r c e  h e l d  a c o m m i t t e e  

m e e t i n g ,  A p r i l  1 3 t h ,  a d r e s s i n g  t h e  f o l l o w i n g  b i l l s :

S B  2 7 8  " A n  a c t  r e l a t i n g  t o  S a v i n g s  A s s o c i a t i o n s "

S B  2 7 9  " A n  a c t  r e l a t i n g  t o  t h e  G e n e r a l  p o w e r s  o f  t h e  D e p a r t ­

m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t "

S B  2 8 0  " A n  a c t  r e l a t i n g  t o  C r e d i t  U h i o n s "

T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  a t  3 : 0 7 p m  a n d  S B  2 7 8  w a s  t h e

f i r s t  o r d e r  o f  b u s i n e s s .  A f t e r  a  b r i e f  d i s c u s s i o n ,  S e n  R o d e y  m o v e d  

t h a t  S B  2 7 8  m o v e  w i t h  i n d i v i d u a l  r e c c o m e n d a t i o n s ;

W i l l i s  k i r k p a t r i c k ,  D i r e c t o r  o f  t h e  D i v i s i o n  o f  B a n k i n g  S e c ­

u r i t i e s ,  t e s t i f i e d  i n  f a v o r  o f  S B  279; S e n  R o d e y  m o v e d  t o  m o v e  S B  

2 7 9  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s ;

S B  2 8 0  w a s  n e x t  o n  t h e  a g e n d a ,  a n d  W i l l i s  K i r k p a t r i c k  t e s t i f i e d\
i n  f a v o r ;  S e n a t o r  R o d e y  e n t e r t a i n e d  a m o t i o n  t o  m o « -  t h e  b i l l .

T h e  b i l l s  w e r e  m o v e d  f r o m  c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  

T h e  m e e t i n g  w a s  a d j o u r n e d  a t  3 : 1 6  pm.

*•



Alaska jitate J&egislxtixte
** Senate
Committee on £a6or & Commerce Pouch V 

State Capitol 
Juneau, Alaska 99811

A p ril 13, 1981

C O M M I T T E E  M E E T I N G  M I N U T E S

The meeting was c a lle d  to  order at 3:07 P.M. by Chairman 
Mulcahy. Those present were: Senators Hohman3 Z ie g le r ,
Fahrenkamp and Rodey.

F ir s t  on the agenda was SB 278 "An Act r e la t in g  to  sav in gs 
a s s o c ia t io n s ."

Chairman Mulcahy en terta in ed  a motion to move SB 278 out o f  
Committee.

Next on the agenda was SB 279 " An Act r e la t in g  to  th e  gen­
era l powers o f  the Department o f  Commerce and Economic De­
velopment ."

Mr. K irk p a trick , D ire c to r , D iv is ion  o f  Banking t e s t i f i e d  
in  favor  o f  SB 279- (.tape reading 025 to  092)

Chairman Mulcahy en terta in ed  a motion to move SB 279 out o f  
com m ittee.

Next on the agenda was SB 280 "An Act r e la t in g  to  c r e d it  
u n ion s."

Mr. K irkpatrick  continued h is  testim ony, addressin g  SB 280. 
(tape reading 100 to  13*0.

Chairman Mulcahy en tertained  a motion to  move SB 280 out o f  
com m ittee.

The meeting was adjourned by Chairman Mulcahy at 3:16 P.M.
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# 5EN. BOB MULCAHY 
5EN.JALMAR KERTTULA

M E M B E R S

A l a s k a  S t a t e  L e g i s l a t u r e

S E N A T E  B A N K I N G  C O M M I T T E E

P o n c n  v ,  j c N T i c  e s s i i

S E C T I O N A L  A N A L Y S I S :  S B  2 7 8  " A n  A c t  r e l a t i n g  t o  s a v i n g s  a s s o c i a t i o n s . "

T h i s  b i l l  p r o p o s e s  c h a n g e s  i n  c h a p t e r  30 o f  t i t l e  6 o f  t h e  A l a s k a  
S t a t u t e s ,  t h e  A l a s k a  S a v i n g s  A s s o c i a t i o n  A c t . T h e  c h a n g e s  a r e  i n t e n d e d  

to p r o v i d e  p a r i t y  f o r  s t a t e - c h a r t e r e d  s a v i n g s  a s s o c i a t i o n s .

* S e c t i o n  1 : A d d s  a d e c l a r a t i o n  o f  p o l i c y  w h i c h  p r o v i d e s  t h a t

t h e  d i v i s i o n  o f  b a n k i n g  m a y ,  u n d e r  c e r t a i n  c o n d i t i o n s ,  a l l o w  o u r  s t a t e -  
c h a r t e r e d  s a v i n g s  a s s o c i a t i o n s  t h e  s a m e  p o w e r s  p o s s e s s e d  b y  s t a t e -  

c h a r t e r e d  s a v i n g s  a s s o c i a t i o n s  in o t h e r  s t a t e s .

* S e c t i o n  2 : A d d s  t w o  p o w e r s  t o  t h e  l i s t  o f  g e n e r a l  p o w e r s  o f  

s a v i n g s  a s s o c i a t i o n s : (1) c o n v e r s i o n  f r o m  a m u t u a l  t o  a s t o c k  a s s o c i­

a t i o n ;  a n d  (2) c o n v e r s i o n  f r o m  a s t o c k  a s s o c i a t i o n  t o  a c o m m e r c i a l  b a n k .  
T h e  l a n g u a g e  is p a t t e r n e d  a f t e r  t h e  l a n g u a g e  c o n t a i n e d  i n  A S  0 6 . 1 5 . 3 5 0

(9) a n d  A S  0 6 . 4 5 . 2 4 0 .  F o r  a n a l o g o u s  p r o v i s i o n s ,  s e e  A S  0 6 . 0 5 . 4 6 2 ,
A S  0 6 . 1 5 . 3 0 0 - 3 1 0  a n d  A S  0 6 . 3 0 . 7 6 0 - 7 7 5 .  A l t h o u g h  q u i t e  s i m p l e  i n  for m ,  

t h e  l a n g u a g e  l e a v e s  w i d e  l a t i t u d e  f o r  a n  a s s o c i a t i o n  a n d  t h e  d i v i s i o n  
o f  b a n k i n g  t o  w o r k  o u t  t h e  d e t a i l s  o f  a n  a p p r o p r i a t e  c o n v e r s i o n .

* S e c t i o n  3 : A c c o m p l i s h e s  t w o  c h a n g e s :  (1) r e m o v e s  d o l l a r  l i m i t s  
o n  r e s i d e n t i a l  l o a n s  t h u s  p r o v i d i n g  p a r i t y  w i t h  t h e  f e d e r a l s ;  a n d  (2) 

a m e n d s  t h e  l o a n s - t o - o n e - b o r r o w e r - l i m i t a t i o n ; t h e  l a n g u a g e  c o m e s  f r o m  
t h e  M o d e l  S a v i n g s  A s s o c i a t i o n  A c t .

* S e c t i o n  4 : A c c o m p l i s h e s  t h r e e  c h a n g e s :  (1) i n c r e a s e s  t h e  l o a n - 
t o - v a l u e  l i m i t  f r o m  8 0  p e r c e n t  to 90 p e r c e n t  o n  o n e - t o - f o u r  f a m i l y  

r e s i d e n c e s  ( p a r i t y  w i t h  t h e  f e d e r a l s ) ;  (2) e x t e n d s  t h e  l o a n  t e r m  to 

40 y e a r s  ( p a r i t y  w i t h  t h e  f e d e r a l s ) ; a n d  (3) s i m p l i f i e s  t h e  i n s u r a n c e  

p r o v i s i o n s  t o  r e c o g n i z e  t h e  e x p a n d e d  r o l e  p l a y e d  in A l a s k a  b y  A H F C .

* S e c t i o n  5 : D e l e t e s  r e f e r e n c e  to a’ l o a n  t e r m  l i m i t  o f  30 y e a r s ,  

a n d  s p e c i f i e s  t h a t  l o a n s  f o r  o n e - t o - f o u r  f a m i l y  r e s i d e n c e s  m u s t  b e  f o r  
u n i t s  l o c a t e d  w i t h i n  A l a s k a .

* S e c t i o n  6 : A d d s  a n e w  s e c t i o n  w h i c h  s p e c i f i e s  t h a t  an a s s o c i a ­

t i o n  m a y  m a k e  l o a n s  f o r  m u l t . i - f a m i l y  a n d  c o m m e r c i a l  r e a l  e s t a t e  w i t h  
a l o a n - t o - v a l u e  l i m i t  u p  t o  90 p e r c e n t  a n d  a m a t u r i t y  n o t  to e x c e e d  
40 y e a r s  ( p a r i t y  w i t h  f e d e r a l s ) .

* S e c t i o n  7 :■ E x p a n d s  t h e  l o a n i n g  c a p a b i l i t y  o f  s t a t e - c h a r t e r e d  

a s s o c i a t i o n s  b y  a l l o w i n g  t h e m  t o  m a k e  " o t h e r  l o a n s "  i n  e x c e s s  o f  30 

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

t a k e  a d v a n t a g e  o '  tm.i tv: A l a s k a n  i n s t i t u t i o n s  l i k e  A I D A .  T h i s  s e c t i o n  
a l s o  d e l e t e s  r e f e r e n c e  t o  d o l l a r  l i m i t s , a n d  i n c r e a s e s  a l l o w a b l e  p e r ­

c e n t  a g e -T n v e s t m o n t -T i r ^ o b I l e ^ H o m £ j n o r t £ a 2 e s .



* S e c t i o n  8 : A d d s  a s e c t i o n  d e f i n i n g  l e n d i n g  s t a n d a r d s . T h e  l a n g­

u a g e  c o m e s  f r o m  t h e  M o d e l  S a v i n g s  A s s o c i a t i o n  A c t .

* S e c t i o n  9 : E x p a n d s  t h e  a s s o c i a t i o n s *  l e n d i n g  c a p a b i l i t i e s  i n  

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

e n c e  t o  d o l l a r  l i m i t s .  T h e  c h a n g e s  a r e  i n t e n d e d  t o  p r o v i d e  p a r i t y  w i t h  

t h e  f e d e r a l s .

* S e c t i o n  1 0 ; S i m p l i f i e s  l a n g u a g e  r e g a r d i n g  s e r v i c i n g  ( p a r i t y  

w i t h  t h e  f e d e r a l s ) .

* S e c t i o n  1 1 ; T e c h n i c a l  a m e n d m e n t

- S e c t i o n  1 2 : R e w r i t e s  t h e  s e c t i o n  o n  i n v e s t m e n t  i n  s e r v i c e

c o r p o r a t i o n s  t o  p r o v i d e  p a r i t y  w i t h  t h e  f e d e r a l s .

* S e c t i o n  1 3 ; M a k e s  c h a n g e s  i n  t h e  d e f i n i t i o n  s e c t i o n  o f  t h e  c h a p t e r ;

i n c r e a s e s  t h e  l o a n  t e r m  l i m i t  to 4 0  y e a r s ,  a n d  l e n g t h e n s  t h e  t i m e
a l l o w e d  f o r  p a y b a c k  o f  t h e  p r i n c i p a l  o n  a n  i n t e r i m  c o n s t r u c t i o n  l o a n .

* S e c t i o n  1 4 : A d d s  t w o  n e w  d e f i n i t i o n s  i n  k e e p i n g  w i t h  c h a r g e s  

p r o p o s e d  in t h i s  b i l l .

* S e c t i o n  1 5 ; R e p e a l s  u n d u l y  r e s t r i c t i v e  a n d  r e d u n d a n t  s e c t i o n s

of t h e  c h a p t e r ,  a t  t h e  d i r e c t i o n  o f  t h e  d i v i s i o n  o f  b a n k i n g .



Official Business

.

^Jaska jiiate ^Ceĝ glature
Senate

Committee on £a6or & ( Pouch V
State Capitol 

Juneau, Alaska 99811

C O M M I T T E E  M I N U T E S :  M a r c h  2 5 t h ,  1 9 8 1

S e n a t o r  M u l c a h y  o p e n e d  t h e  m e e t i n g  w i t h  a l l  m e m b e r s  p r e s e n t  a n d  

i n t r o d u c e d  S B  278 a s  t h e  f i r s t  i t e m  o f  b u s i n e s s .

Sen. R o d e y  p r o v i d e d  a  s y n o p s i s  o f  t h e  b i l l  e x p l a i n i n g  t h e  n e e d  

f o r  e x p a n d i n g  t h e  p o w e r s  n e c c e s s a r y  t o  e s t a b l i s h  S a v i n g s  a n d  L o a n  A s ­

s o c i a t i o n s  w i t h  e q u a l  p a r i t y  o f  t h o s e  F e d e r a l l y  c h a r t e r e d  i n s t i t u t i o n s .

W i l l i s  K i r k p a t r i c k ,  D i r e c t o r  o f  t h e  D i v i s i o n  o f  B a n k i n g  a n d  S e c­

u r i t i e s ,  a d d r e s s e d  t h e  i s s u e  o f  S a v i n g s  a n d  L o a n  A s s o c i a t i o n s ,  e x p r e s ­

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

t i o n  b y  s e c t i o n  a n a l y s i s  o f  S B  278. H e  c o m m e n d e d  t h e  w o r k  d o n e  b y  t h e  

S e n a t e  C o m m i t t e e  o n  B a n k i n g  a n d  t h e  r e s u l t a n t  b i l l s  w h i c h  h a v e  e m e r ­

g e d  f r o m  t h e i r  e f f o r t s .

Mr. E W y  T u r n e r ,  P r e s i d e n t  o f  P e n i n s u l a  S a v i n g s  a n d  L o a n  A s s o c i a ­

t i o n ,  S o l d o t n a ,  e x p r e s s e d  s u p p o r t  a n d  a p p r e c i a t i o n  o f  t h e  b a n k i n g  i n d u s  

t r y  f o r  t h e s e  b i l l s .

Sen. F a h r e n k a m p  p o s e d  a q u e s t i o n  a b o u t  F e d e r a l  c o n t r o l s  o v e r  t h e  

b a n k i n g  i n d u s t r y  a n d  w h e t h e r  t h e  t e x t  o f  t h e s e  b i l l s  w o u l d  p u t  u s  i n  

c o n f o r m i t y  w i t h  t h e  F e d e r a l  r e g u l a t i o n s .

Sen. R o d e y  r e s p o n d e d  t h a t  t h e s e  b i l l s  r e p r e s e n t  e v e r y t h i n g  n e c e s ­

s a r y  t o  a l l o w  t h e  S t a t e  o f  A l a s k a  t o  m a i n t a i n  c o n t r o l  o v e r  o u r  b a n k ­

ing  i n d u s t r y ,

Sen. M u l c a h y  a s k e d  f o r  a n y  f u r t h e r  i u b l i c  t e s t i m o n y ,  a n d  r e l a t e d  

t h a t  w e  w o u l d  c o n t i n u e  to r e s e a r c h  t h e s e  .-)ills. W i t h o u t  a n y  f u r t h e r  

t e s t i m o n y  t h e  m e e t i n g  w a s  a d j o u r n e d .



§ 06.30.230 A l a s k a  St a t u t e s § 06.30.265

and shall furnish full control records to the home office. (§ 14(b) ch 49 
SLA 1961)

Sec. 06.30.230. Records to be kept by agents. Each agent of an 
association shall keep an original record of each transaction of business 
of the association and shall report promptly to the home office. Complete 
detailed permanent records of the transactions are not required to be 
maintained at the agency. (§ 14(c) ch 49 SLA 1961)

Sec. 06.30.235. Forms and accounting practices to be approved by 
commissioner. Every' association shall use the forms and observe the 
accounting principles and practices the commissioner requires. (§ 14(d) 
ch 49 SLA 1961)

\^Sec. 06.30.240. Books to be closed at least semiannually. Every 
association shall close its books at the close of business on June 30 and 
December 31 of each year, or more often if autho>.ized for all 
associations by the commissioner. (§ 14(e) ch 49 SLA 1961)

Sec. 06.30.245. Misdescription of assets. No association by any 
system of accounting cr device of bookkeeping shall, either directly or 
indirectly, enter any of its assets upon its books in the rtame of a person 
or under a title or designation that is not truly descriptive of the assets. 
(§ 14(f) ch 49 SLA 1961)

Sec. 06.30.250. Charging off or setting up reserves against bad
assets. The commissioner, after his determination of value, may order 
that assets in the aggregate, to the extent that they have depreciated 
in value, be charged off, or that a special reserve or reserves c .> val to 
the depreciation in value be set up by transfers from undivided profits 
or reserves. (§ 14(g) ch 49 SLA 1961)

Sec. 06.30.255. Bonds and other obligations to be carried at actual 
cost The bonds or other interest-bearing obligations purchased by an 
association shall not be carried on its books at more than the actual cost. 
(§ 14(h) ch 49 SLA 1961)

Sec. 06.30.260. Real estate to be carried at amount invested i>i 
same. An association shall not carry real estate on its books at a sum 
in excess of the total amount invested by the association in the real 
estate, including advances, costs, and improvements but. excluding 
accrued but uncollected interest (§ 14(i) ch 49 SLA 1961)

Sec. 06.30.265. Appraisal of real estate owned and that securing 
delinquent loans. Every association shall appraise each parcel of real 
estate at the time of its acquisition. The report of each appraisal shall 
be submitted in writing to the board of directors and shall be kept in 
the records of the association. The commissioner may require the 
appraisal of real estate securing loans which are delinquent more than 
12 months. (§ 14(j) ch 49 SLA 1961)

§ 06.30.270
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§ 06.30.270 B an k s  an d  F in a n c ia l  In stitu tio n s § 06.30.280

Sec. 06.30.270. Maintenance of membership records, (a) Every 
mutual association shall maintain membership records showing the 
name and address of the member, the status of the member as a savings 
account holder, or an obligor, or a savings account holder and obligor, 
and the date of membership. In the case of account-holding members, 
the association shall obtain a card containing the signature of the holder 
of the account or his authorized representative and shall preserve the 
signature card in the records of the association.

(b) Every stock association shall maintain a stock bock and a stock 
transfer book. (§ 14(k) ch 49 SLA 1961; am § 16 ch 161 SLA 1978)

Effect o f  amendment. — The 1978 
Amendment designated the provisions of 
this section as subsection (a), inserted

“ mutual" near the beginning o f that 
subsection, and added subsection (b).

.)

Sec. 06.30.275. Reproduction and destruction of records. An
association may have its records copied or reproduced by any 
photostatic, photographic or micro-filming process which correctly and 
permanently copies, reproduces or forms a medium for copying or 
reproducing the original record on a film or other durable material, and 
the association may thereafter dispose of the original record. The copy 
or reproduction is an original record for all purposes and shall be treated 
as an original record in all courts and administrative agencies for the 
purpose of its admissibility in evidence. A facsimile, exemplification or 
certified copy of a copy or reproduction reproduced from a film record 
shall be considered a facsimile, exemplification or certified copy of the 
original record. (§ 14(1) jh 49 SLA 1961)

Sec. 06.30.280. General powers of associations. Every association 
has the powers enumerated, authorized, and permitted by this chapter 
and such other rights, privileges, and powers incidental to or reasonably 
necessary for the accomplishment of the objects and purposes oi the 
association. Every association may

(1) sue and be sued, complain and defend in court;
(2) have a corporate seal, which may be affixed by imprint, facsimile 

or otherwise;
(3). adopt and amend bylaws as provided in this chapter;
(4) appoint officers, agents and employees as its business requires 

and fix their compensation;
(5) receive savings and repay or invest the same;
(6) declare and pay dividends;
(7) loan money and sell any of its notes or other evidences of its 

indebtedness, together with the collateral securing the same;
(8) collect or protect promissory notes or bills of exchange, owned or 

held as collateral by tho association;
(9) collect or compromise debts due to it and in so doing to apply to 

the indebtedness the savings accounts of the member debtors and to

115



§ 06.30.285 A l a s k a  St a t u t e s § 06.30.295 < f
receive as collateral or otherwise, other securities, property or property 
rights of any kind or nature;

(10) procure insurance of its mortgages from a mortgage insurer 
authorized to do 'jusintss in this state;

(11) provide f  >r life, health and casualty insurance for officers and 
employees ano Jopt and operate reasonable bonus plar.s and retirement 
benefits for officers and employees;

(12) borrow money and pledge or mortgage its properties and 
securities in connection with them;

(13) conduct business in this state or elsewhere as may be permitted 
by this chapter;

(14) deposit money and securities in any bank or other like depository;
(15) sell money orders and travelers checks;
(16) act as an escrow agent;
(17) let safe deposit boxes and other receptacles for the safekeeping 

of personal property;
(18) dissolve and wind up its business. (§ 23(a) ch 49 SLA 1961; am 

§ 17 ch 164 SLA 1978)

Effect o f amendment — The 1978 
amendment rewrote the second sentence.

Sec. 06.30.285. Association may act as fiscal agent. An association 
which is a member of a Federal Home Loan Bank may act as fiscal agent 
of the United States, and, when so designated by the Secretary of the 
Treasury, shall perform, under regulations which he prescribes, the 
duties as fiscal agent of the United States, and may act as agent for an 
instrumentality of the United States and as agent of this state or an 
instrumentality of the state. (§ 29 ch 49 SLA 1961)

Sec. 06.30.290. Operating contracts must be approved by 
commissioner. Nr association may make an operating or management 
contract with any person, except with the approval of the commissioner. 
Existing operation or management contracts may not be extended, 
renewed, or transferred without approval of the commissioner. (§ 46(c) 
ch 49 SLA 1961)

Sec. 06.30.295. Fixed rate, fixed term accounts. No association may 
issue, sell, negotiate, or advertise for sale either to members or the 
public any type of investment security other than savings accounts. An 
association ma1' accept accounts bearing a definite rate of return for 
fixed periods ci time when its board of directors has adopted a resolution 
providing for the issuance of fixed rate, fixed term accounts and those 
accounts are insured by the Federal Savings and Loan Insurance 
Corporation. (§ 22 ch 49 SLA 1961; am § 18 ch 164 SLA 1978)

Effect o f  amendment. — The 1978 
amendment substituted "rr.ay issue" for

"shall issur" ir. the first sentence, rewrote 
the second sentence, which formerly read
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§ 06.30.420 A l a s k a  St a t u t e s § 06.30.435
(

in accordance with this section is thereby liable for estate, inheritance 
or succession taxes which may be due this state. (§ 46(h) ch 49 SLA 1961)

Sec. 06.30.420. Powers of attorney on savings accounts. An 
association or federal savings and loan association may continue to 
recognize the authority of an attorney in fact authorized in w-riting to 
manage or to make withdrawals either in whole or in part from the 
savings account of a member until it receives written notice or is on 
actual notice of the revocation of his authority. For the purposes of this 
section, written notice of the death or adjudication of incompetency of 
the member constitutes written notice cf revocation of the authority of 
his attorney. The institution is not liable for damages, penalty or tax by 
reason of any payment made under this section. (§ 46(i) ch 49 SLA 1961)

Sec. 06.30.425. Accounts subject to garnishment and execution.
Savings accounts of associations are subject to garnishment, 
attachment, execution or similar process to the same extent as are 
savings accounts in federal savings and loan associations. Without 
inquiry into the validity of garnishment or similar process, an association 
or federal savings and loan association may pay funds in excess of $1,000 
into a court or to a qualified official making demand for it under process 
or on a judgment pursuant to process. (§ 46(1) ch 49 SLA 1961)

Sec. 06.30/430. Statute of limitations on savings accounts, (a) All
claims are barred in this state on an inactive savings account. For the 
purposes of this section, "inactive savings account” means a savings 
account in which there has been an absence for at least 10 years of (1) 
additions t o the account, other than dividend creditings, (2) withdrawals 
from the account, and (3) written communication from the holder of the 
account.

(b) Every association shall upon request submit to the department a 
report of inactive savings accounts. The executive officer of the 
association is responsible for furnishing the report. The department 
shall proceed to recover the property through escheat proceedings in the 
manner provided in AS 09.50.070 — 09.50.160.

(c) A service charge may be made by the association for reasonable 
costs incurred in maintaining inactive accounts. (§ 46(m) ch 49 SLA 1961; 
am § 23 ch 164 SLA 1978)

Effect of amendment. — The 1978 
amendment added subsections (b) and (c).

Sec. 06.30.435. Bonus Plans.
Repealed by § 45 ch 164 SLA 1978.

Edltor’a note. — The repealed section 
derived from § 30, ch. 49, SLA 19G1.
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§ 06.30.500 A l a s k a  St a t u t e s § 06.30.500

Sec. 06.30.500. Investment in first mortgages. Subject to the 
provisions of this chapter and regulations adopted under it, an 
association may invest in deeds of trust on mortgages in a first lien 
position on real property, including leasehold estates subject only to 
reservations, easements and restrictions of record, subject to the 
following limitations:

(1) No investment in mortgages executed by any one mortgagor may 
exceed in the aggregate two per cent of the assets of the association 
at the time the investment is made, or $90,000 on a single-family 
dwelling or S90,000 per unit on a multiple-family dw-elling or other 
improved realty, whichever is greater, or other maxima established by 
the commissioner by regulation.

(2) No investment in any one mortgage may ex "wo per cent cf 
the assets of the association at the time the invesi is made, or as 
specified in (1) of this section, whichever is greater, or more than 80 per 
cent of the appraised value of a one-to-four family residence securing 
a conventional loan; however, an association may make 95 per cent of 
appraised value loans if the term of the loan does not exceed 30 years, 
and the loan is secured by an amortized mortgage, deed of trust, or other 
instrument under the terms of which the installment payments are 
sufficient to amortize the entire principal of the loan within the period 
ending on the date of its maturity and, in addition, the loan is either

(A) insured by mortgage insurance in an amount equal to 20 per cent 
of the loan issued by a mortgage insurer authorized to do business in 
Alaska; or

(B) secured in addition to the amortized mortgage by a savings 
account held by the lending institution in an amount equal to 10 per cent 
of the loan or other collateral acceptable to the department.

(3) Except as provided in (1) of this section, no investment may be 
made in a conventional ban secured by a mortgage on a one-to-four 
family residence unless the mortgaged property is located inside this 
state and the mortgage has a maturity not exceeding 30 years from the 
date the loan is made.

(4) No investment may be made in a conventional loan if the 
aggregate unpaid principal of all conventional loans exceeds 80 per cent 
of deposits plus all borrowings from the Federal Home Loan Bank.

( The loan may not be made to a director, officer, or employee except 
when secured by home property owned and occupied by the director, 
officer, or employee.

(6) No investment may be made in a mortgage upon a leasehold unless
(A) the leasehold has an unexpired term of not less than two years 

beyond the maturity of the loan;
(B) the principal amount of the mortgage loan is not in excess of 80 

per cent of the appraised value of the leasehold; and



(C) provision is made for completed amortization of the loan within 
an unexpirec term by period pavments as the department inav prescribe. 
(§ 23(c) ch 49 SLA 1961; am § 27 ch 164 SLA 1978)

Effect o f amendment. — The 1378 
amendment rewrote this section.

Sec. 06.30.505. Other loans, (a) An association may use for loans 
other than those specified i § 500 of this chapter an aggregate amount 
not exceeding 30 per cent of the assets at the time of use, or a larger 
amount with the approval of the commissioner as follows:

(1) home loans, whether direct-reduction or not, which exceed $90,000 
each, regardless of where the home property securing the loan is 
situated;

(2) [deleted]
(3) home loans of any amount, which are not direct-reduction home 

loans, regardless of where the home property securing the loan is 
situated;

(4) other real estate loans, whether amortized or unamortized, 
regardless of amount or location of real estate securing tht loan.

(b) The power referred to in (a) of this section is referred to as the 
"30 per cent of assets lending power.” A subsequent reduction of 
savings liability does not affect outstanding loans made under the 30 
per cent of assets lending power.

(c) An association may, subject to regulations adop*-' by the 
commissioner, invest not to exceed 10 per cent of its ass in loans 
secured by mobile homes.

(d) The loans referred to in (a) of this section may not ex 3d 80 per 
cent of appraised value of the property securing the loans except as 
provided in §§ 500 and 510 of this chapter. (§ 23(d) ch. 49 SLA 1961; am 
§§ 28, 29 ch 164 SLA 1978)

Effect of nmendincnt. — The 1978 
amendment in subsection (a), inserted 
"other than those specified in § 500 of this 
chapter" in the introductory language, 
substituted "$90,000" for "$.15,000" in 
paragraph (1), and deleted former

Sec. 06.30.510. Insured and guaranteed loans. An association may 
make secured or unsecured loans which are insured or guaranteed in 
any manner and in any amount by the United States or instrumentality 
of the United States or by this state or instrumentality of this state. 
(S 23(e) ch 49 SLA 1961)

Sec. 06.30.515. Dealing with ■ • ..cessors in interest. If a loan is made 
under §§ 500 — 510 of thL v-napter and the ownership of the real estate 
security or any part of it vests in a person other than the party originally 
executing the security instrument, an association may deal with the

§ 06.30.505 B a n k s  a n d  F in a n c ia l  I n s t i t u t io n s  § 06.30.515

paragraph (2), which read "home loans of 
any amount, which arc direct-rcduction 
home loans secured by home property 
situated beyond the regular lending area.” 
The amendment also added subsections (c) 
and (d).



§ 06.30.520 A l a s k a  St a t u t e s § 06.30.535

successor in interest without notice to the original party, except where 
there is a written agreement to the contraiy, and may forbear to sue 
or may extend time for payment of the secured debt or otherwise modify 
its terms without discharging or in any way affecting the original 
liability of the party upon the debt. (§ 23(f) ch 49 SLA 1961)

I • 06.30.520. Property improvement and small loans. An
association may make property improvement loans to property'  ̂wners 
for maintenance, repair, modernization, improvement, and equipment of 
their properties. A loan may be made with or without security, except 
that a loan without security may not exceed $4,500. An association may 
not make property improvement loans exceeding 25 per cent of its 
assets. An association may make small loans to members with or without 
security not exceeding $2,500. However, an association may not make 
small loans exceeding 15 per cent of its assets. The total amount of loans 
made under this section may not exceed 25 per cent of the assets of the 
\ssociation. (§ 23(g) ch 49 SLA 1961)

Sec. 06.30.525. Power to purchase loans and to lend upon loans.
The power to make loans includes (1) the power to purchase loans of any 
type that the association may make and (2) the power to make loans upon 
the security of loans of any type that the association may make. (§ 23(h) 
ch 49 SLA 1961)

Sec. 06.30.530. Participation loans. An association may participate 
with other lenders in loans of any type that an association may otherwise 
make, if the other lenders are instrumentalities of or corporations owned 
wholly or in part by the United States or this state, or are associations 
organized under the laws of this state, or are associations or 
corporations insured by the Federal Savings and Loan Insurance 
Corporation or the Federal Deposit Insurance Corporation, or ar' life 
insurance companies with assets in excess of $100 million, or are 
employees’ or self-employed persons’ trusts qualified and exempt from 
federal income tax under the laws of the United States. (§ 23(i) ch 49 
SLA 1961)

Sec. 06.30.535. Sale o f loans. An association may’ sell without 
recourse any loan, including its participating interest in a loan, at any 
time, if the total dollar amount of the loan sold, including the sale, within 
the calendar year beginning January 1 immediately preceding the date 
of the sale, does not exceed a sum equal to 25 per cent of the dollar 
amount of all loans and participating interests in loans held by the 
association at the beginning of the calendar year. However, the 
commissioner, upon application of the association showing good cause, 
may authorize the sale of a greater amount during a calendar year. 
Notwithstanding the limitations of this section, loans may be assigned 
with recourse to the Federal Home Loan Bank of which the association 
is a member. (§ 23(j) ch 49 SLA 1961)
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& 06.30.560 A l a s k a  Sta tu te s § 06.30.570

(3) the second mortgage agreement contains a provision that the 
association is entitled to be subrogated to all rights of the borrower 
under the first mortgage;

(4) the total aggregate amount of such loans outstanding does not 
excee:' 10 per cent of the association’s assets, (s 24 ch 49 SLA 1961; am 
§ 30 ch 164 SLA 1978)

Effect of amendment. — The 1978 
amendment added subsection (b).

Sec. 06.30.560. Mortgage to secure existing or simultaneous debt 
or future advances. A mortgage that can oe made by an association 
under this chapter may be made by an association to secure an existing 
debt or obligation, to secure a debt or obligation created simultaneously 
with the execution of the mortgage, to secure future advances necessary 
to protect the security, and to secure future advances to be made at the 
option of the parties. The existing or simultaneous debt or obligation or 
the future advances shall, from the time the mortgage is filed for record 
as provided by the law of this state, be secured by the mortgage equally 
with, and have the same priority over the rights of all persons who after 
the i .cording of the mortgage acquire any i ight or lien in the mortgaged 
real estate, as the debts and obligations secured thereby at the time of 
the filing of the mortgage for record; except that (1) the mortgagor or 
his succeiisor in title may file a notice for record and it shall be recorded 
limiting the amount of optional future advances secured by the 
mortgage to not less than the amount actually advanced at the time of 
the filing, if a copy of the notice is filed with the mortgagee, and (2) if 
an optional future advance is made by the mortgagee to the mortgagor 
or his successor in title after written notice cf a mortgage, lien, or claim 
against the real property which is junior to the mortgage, then the 
amount of the advance is junior to the mortgage, lL-n, or claim of which 
written notice was given. (§ 24 ch 49 SLA 1961)

See. 0o.30.565. Association may nu> charges fo*' protection of real 
estate .oan. An association may pay taxes, assessments, insurance 
premiums and other similar charges for the protection of its real estate 
loans. These payments shall be added t** the unpaid balance of the loan 
and a* * equally secured by the first lien on the property. (§ 24 ch 49 SLA 
1961)

Sec. C5.30.570. Association may require life insurance. An
association may require life insurance to be assigned as additional 
collateral upon a real estate loan. If life insurance is assigned, the 
association has a first lien upon the policy and may advance premiums 
on it, and the premium advances shall be added to the unpaid balance 
of the loan and are equally secured by the first lien on the property. (§ 24 
ch 49 SLA 1961)



§ 06.30.616 A l a s k a  St a t u t e s § 06.30.616

(2) real estate accepted by the association in satisfaction of any 
obligation;

(3) real estate purchased for sale, or improvement and sale, v ion a 
contract, at the cost of land and improvements, when the oont ct is 
executed concurrently with or before the purchas., except th ; the 
transaction is subject to all the limitations provided in this chapt . with 
respect to real estate loans;

(4) real estate acquired by the association in exchange for real estate 
owned by the association;

(5) real estate acquired by the association in connection with 
salvaging the value of property owned by the association;

(6) the purchase and development of real estate for the purpose of 
producing income or for sale or for improvement and the ereci:on of 
buildings for sale or rental purposes, except that the amount invested 
may not exceed an amount equal to the sum of its reserves and undivided 
profits;

(7) stock of a wholly owned subsidiary corporation having as its 
exclusive activity the ownership and management of the association's 
real property.

(c) Title to real estate shall be taken and held in the name of the 
association and title shall immediately be recorded in accordance with 
the law. (9 26(b) ch 49 SLA 1961; am §§ 31, 32 ch 164 SLA 1978)

El feet of amendment. — The 1978 subsection , and added j aragraph (7) to 
amendment inserted "capital stock, subsection , j ).
si rplus" and “ including buildings and CJ.S. reference. — 9 CJ.b. Banks and 
appurtenances" in the f ir  sentence of Banking § 163.

Sec. 06.30.616. Investment in service corporation, (a) An
association may, subject to the approval of the commissioner, invest in, 
hold, and sell the capital stock and other obligations of

(1) any sendee corporation organized under thr laws of this state if 
the entire capital stock of the service corporation is available for 
purchase only by one or more savings and loan or banking institutions 
having their home offices in this state, to perform accounting or similar 
functions or servicing loans primarily for those institutions;

(2) any sendee corporation whose activities consist of purchasing and 
disposing of loans and making each investment as specifically 
authorized by federal and state law for savings and loan and banking 
institutions.

(b) An association may invest upon approval by the commissioner in 
a service corporation an amount not to exceed five per cent of its total 
assets at the time of the investment, except the tota' investment under 
this section and § 615 of this chapter may not exceed the sum of its 
capital stock, surplus, undivided profits and reserve accounts. (§ 33 ch 
16̂  SLA 1978)
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S U M M A R Y  SB 2 7 9 :

T h e  e x i s t i n g  s t a t u t e  a u t h o r i z e s  t h e  C o m m i s s i o n e r  o f  t h e  D e p t ,  

o f  C  x n m & E c o n  D e v  to a l l o w  f i n a c i a l  i n s t u t i o n s  to e x e r c i s e  a n y  o f  

t h e  p o w e r s  c o n f e r e d  u p o n  a F e d e r a l l y  c h a r t e r e d  b a n k ,  t r u s t  c o m p a n y ,  

s a v i n g s  a s s o c i a t i o n s ,  F e d e r a l l y  c h a r t e r e d  c r e d i t  u n i o n s ,  o r  o t h e r  

f e d e r a l l y  c h a r t e r e d  i n s t i t u t i o n  d o i n g  b u s i n e s s  in t h i s  S t a t e ,  w h i c h  

a r e  s u b j e c t  t o  t h e  r e g u l a t i o n s  o f  t h e  U S  C o m p t r o l l e r  o f  t h e  C u r r e n c y ,  

t h e  F e d .  R e s e r v e  B o a r d ,  t h e  F e d e r a l  H o m e  L o a n  B a n k ,  F D I C ,  o r  t h e  

N a t i o n a l  C r e d i t  U n i o n  A d m i n i s t r a t o r .

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

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

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

F e d e r a l  c o u n t e r p a r t s ,  if t h e  C o m m i s s i o n e r  f i n d s  t h a t  l i m i t a t i o n s

(1) . s e r v e  t h e  P u b l i c  c o n v e n i e n c e  a n d  a d v a n t a g e ;  a n d

(2) . E q u a l i z e  a n d  m a i n t a i n  t h e  q u a l i t y  o f  c o m p e t i t i o n  b e t w e e n  S t a t e  

c h a r t e r e d  a n d  F e d e r a l l y  c h a r t e r e d  I n s t i t u t i o n s ;

S B  279 f u r t h e r  a d d s  t h a t  t h e  a u t h o r i t y  g r a n t e d  t o  t h e  C o m m i s s i o n ­

er  b y  t h i s  s e c t i o n  m a y  n o t  b e  l i m i t e d  b y  l a w  u n l e s s  t h a t  l a w  e x p r e s s l y  

r e f e r s  t o  t h i s  s e c t i o n .
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Mr. P r e s i d e n t :

T h e  C o m m i t t e e  on ..LAB0.R.& .COMMERCE. has had S B  2 7 9

general powers of the Dept, of Commerce and Economic Development

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  of t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  

r e p o r t s  it b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :
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r e f e r r e d  to t h e  :_______ Co mmi t t e e
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____ f  __V,_____

X  ...
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Alaska jitaie '̂ legislature
Senate
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C O M M I T T E E  M I N U T E S
A p r i l  1 4 t h ,  1 9 8 1

T h e  S e n a t e  C o m m i t t e e  o n  L a b o r  a n d  C o m m e r c e  h e l d  a c o m m i t t e e  

m e e t i n g ,  A p r i l  1 3 t h ,  a d r e s s i n g  t h e  f o l l o w i n g  b i l l s :

S B  278 " A n  a c t  r e l a t i n g  t o  S a v i n g s  A s s o c i a t i o n s "

S B  2 7 9  " A n  a c t  r e l a t i n g  t o  t h e  G e n e r a l  p o w e r s  o f  t h e  D e p a r t -

S B  2 8 0  " A n  a c t  r e l a t i n g  t o  C r e d i t  Urtions"

T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  a t  3 : 0 7 p m  a n d  S B  2 7 8  w a s  t h e  

f i r s t  o r d e r  o f  b u s i n e s s .  A f t e r  a b r i e f  d i s c u s s i o n ,  S e n  R o d e y  m o v e d  

t h a t  S B  278 m o v e  w i t h  i n d i v i d u a l  r e c c o m e n d a t i o n s ;

W i l l i s  k i r k p a t r i c k ,  D i r e c t o r  o f  t h e  D i v i s i o n  o f  B a n k i n g  S e c ­

u r i t i e s ,  t e s t i f i e d  i n  f a v o r  o f  S B  27 9 ;  S e n  R o d e y  m o v e d  t o  m o v e  S B  

2 7 9  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s ;

S B  2 8 0  w a s  n e x t  o n  t h e  a g e n d a ,  a n d  W i l l i s  K i r k p a t r i c k  t e s t i f i e d  

i n  f a v o r ;  S e n a t o r  R o d e y  e n t e r t a i n e d  a m o t i o n  to m o v e  t h e  b i l l .

T h e  b i l l s  w e r e  m o v e d  f r o m  c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  

T h e  m e e t i n g  w a s  a d j o u r n e d  a t  3 : 1 6  pm.

m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t "
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State Capitol 
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A p r i l  13, 1 9 8 1

-O M M ITTEE M E E T IN G  M IN U T E S
T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  a t  3 : 0 7  P . M .  "by C h a i r m a n  
M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  H o h m a n ,  Z i e g l e r ,
F a h r e n k a m p  a n d  R o d e y .

F i r s t  o n  t h e  a g e n d a  w a s  S B  2 7 8  " A n  A c t  r e l a t i n g  t o  s a v i n g s  
a s s o c i a t i o n s ."

C h a i r m a n  M u l c a h y  e n t e r t a i n e d  a m o t i o n  t o  m o v e  S B  2 7 8  o u t  o f  
C o m m i t t e e .

N e x t  o n  t h e  a g e n d a  w a s  S B  2 7 9  " A n  A c t  r e l a t i n g  t o  t h e  g e n ­
e r a l  p o w e r s  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  and: E c o n o m i c  D e ­
v e l o p m e n t  ."

Mr. K i r k p a t r i c k , D i r e c t o r ,  D i v i s i o n  o f  B a n k i n g  t e s t i f i e d  
I n  f a v o r  o f  S B  279* ( t a p e  r e a d i n g  0 2 5  to 0 9 2 )

C h a i r m a n  M u l c a h y  e n t e r t a i n e d  a m o t i o n  t o  m o v e  SE. 2 7 9  o u t  o f  
c o m m i t t e e .

N e x t  o n  t h e  a g e n d a  w a s  S 3  2 8 0  " A n  A c t  r e l a t i n g  t o  c r e d i t  
u n i o n s ."

Mr. K i r k p a t r i c k  c o n t i n u e d  h i s  t e s t i m o n y ,  a d d r e s s i n g  S B  2 8 0 .  
[ t a p e  r e a d i n g  1 0 0  t o  1 3 * 0

C h a i r m a n  M u l c a h y  e n t e r t a i n e d  a m o t i o n  to m o v e  S B  2 8 0  o u t  c f  
c o m m i t t e e .

T h e  m e e t i n g  w a s  a d j o u r n e d  b y  C h a i r m a n  M u l c a n y  a t  3 : 1 6  P . M .
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§ 06.01.020 A l a s k a  S t a t u t e s  § 06.01.030

examination or investigation has been completed. All assessments shall 
be paid to and received by the department by each institution within 30 
days after receipt of notice of the assessment.

(c) Any financial institution which fails to make the payments 
required by the commissioner under (a) and (b) of this section within the 
time specified is subject to a penalty of not more than $100 each day it 
is late. The penalty, together with the amount due under (a) of this 
section, may be recovered in a civil action brought by the department 
(§ 42 ch 169 SLA 1978)

Sec. 06.01.020. General powers of department The commissioner 
may by regulation authorize financial institutions, except licensees 
subject to ch, 20 of this title, to exercise any of the powers conferred 
upon a federally chartered bank, trust company, savings association, or 
other federally chartered institution doing business in this state which 
is subject to the regulations of the United States Comptroller of the 
Currency, the Federal Reserve Board, the Federal Home Loan Bank 
Board, the Federal Deposit Insurance Corporation or the successor or 
successors of them, if the commissioner finds that the exercise of the 
power both:

(1) serves the public convenience and advantage; and
(2) equalizes and maintains the quality of competition between 

state-chartered financial institutions and corresponding federally 
chartered financial institutions. (§ 42 ch 169 SLA 1978)

Sec. 05.01.030. Orders and injunctions; notice and hearings; 
regulations, (a) Whenever it appears to the commissioner that a person 
has engaged in an act or practice in violation of any provision of this 
title or of a regulation adopted under it, the commissioner may

(1) if he considers it to be in the public interest, issue an order 
directing the person to stop the act or practice; reasonable notice and 
an opportunity’ for a hearing must be given before issuing the order; 
however, the commissioner may issue a temporary order pending the 
hearing which remains in effect until 10 days after the hearing is held 
and which becomes final if the person to whom the notice is addressed 
does not request a hearing within 15 days after receipt of the notice; or

(2) bring an action in the superior court to enjoin the act3 or practices 
and to enforce compliance with this title or a regulation adopted under 
it; upon a proper showing, the department is entitled to the appropriate 
rerr ,dy, and a receiver or conservator may be appointed for the 
defendant or the defendant's assets; the commissioner is not required 
to post a bond.

(b) E xcept as provided in (a) of this section, the department shall give 
public notice of each proposed action, but it is not required to hold a 
hearing before taking the action unless it receives written opposition to 
the proposed action. Written opposition must be filed with the 
department within the time specified by the department. In cases



§ 0G.40.010 A l a s k a  S ta t u t e s § 06.40.030

Article 1. Licensing.
Section Section
10. License required 50. Application for license; fee
20. Applicability 60. Place o f business
30. Bond 70. Investigation: Qualifications for license
40. Annunl license fee 80, Revocation and suspension of license

See. 06.40.010. License required. Except as provided in § 20 of this 
chapter, no person may engage in the business of entering into premium 
finance agreements on insurance sold in this state or risks located in this 
atat/_, either directly or indirectly, or otherwise act as a premium finance 
company in this state without being licensed by the department. (§ 1 ch 
170 SLA 1978;

Sec. 06.40.020. Applicability. This chapter does not apply to
(1) any insurer authorized to transact business in this state with 

respect to premiums on policies which the insurer issues;
(2) any bank, trust company, savings association, or other financial 

institution subject to the other chapters of this title and authorized to 
transact business in this state that does not possess or acquire any right, 
title or interest with respect to the insurance policy for which the 
premiums are finance! other than in the proceeds of it in the event of 
loss;

(3) the inclusion of a charge for insurance in connection with an 
installment sale in accordance with AS 46.1t\ and

(4) persons licensed under AS 21.27 financing only their own accounts 
if they are in compliance with AS 21.36.122. (§ 1 ch 170 SLA 1978)

Sec. 06.40.030. Bond, (a) The applicant shall file with the application 
a bond to be approved by the department in which the applicant shall 
bo tho obligor, in tho sum of $6,000 with one or more sureties. The bond 
shall be for the use of the Btate and any person who may have a cause 
of action against the obligor under this chapter. The bond shall state that 
the obligor will faithfully conform to and abide by the provisions of this 
chapter and of all regulations lawfully mnde by the department, and will 
pay to the state and to any person all money that may become due or 
owing to the state or to the person from the applicant under this chapter. 
The aggregate liability of the surety for all breaches of the bond 
condition may not exceed the penal sum of the bond, and the bond may 
be cancelled by the surety on 30 days notice to the commissioner.

(t' If at any time the commissioner finds that the bond is 
unsatisfactory for any reason, he rrmy require the licensee to file, within 
10 dnv<i nflor tho roroint of a written demand for it. an additional bond

UdURIIHBIffl{]Rl<ni!HnPlt!!l<H!ini!niini|!<Mni||!n{!!!!!!l!!!p!|l!’ l!:'!!!' ---
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Sec. 06.40.040. Annual license fee. On or before December 20 of each 
year, each licensee shall pay a fee of $200 to the department as an annual 
licenFo- fee for the next succeeding calendar year. At that same time the 
licensee shall file with the department a new bond which complies with 
§ 30 of this chapter. (§ 1 ch 170 SLA 1978)

Sec. 06.40.050. Application for license; fee. (a) Application for a 
license under this chapter shall be in writing and in the form prescribed 
by the department.

(b) All reasonable investigation expenses incurred by the department ^
in processing an application for approval of a proposed premium finance ™
company shall be charged to and paid by the applicant in accordance with
AS 06.01.010. At the time of submitting the application to the 
department, the applicant shall pay to the department $500 in partial 
payment of the investigation expenses incurred by the department If 
the investigation expenses incurred by the department do not exceed 
$500, the remainder shall be promptly refunded to the applicant.

(c) The person to whom the license may be or is issued shall file sworn 
answers to interrogatories required by the commissioner. The 
commissioner shall have authority, at any time, to require the licensee 
fully to disclose the identity of all directors, partners, officers and 
managerial employees, and he may, in his discretion, refuse to issue or 
continue a license in the name of any firm or corporation if he determines 
that any officer, employee, stockholder or partner of the firm or 
corporation who may mat rially influence tho licenseo's conduct ilotm 
not meet the requirements of this chapter.

(d) All premium finance licenses shall continue in force until 
suspended or revoked, subject to the payment by the licensee of the 
annual license fee and to the licensee being in compliance with other 
provisions of this chapter. (5 1 ch 170 SLA 1978)

Sec. 06.40.060. Plnco o f business, (a) A licensee may maintain only 
one place of business under his license. The department may issue more 
than one license to the same licensee upon application and compliance 
by the licensee with the provisions of this chapter governing the original 
iranance of a license.

(b) Whenever a licensee changes his place of business to another 
location, he shall give written notice to the department. The department 
shall attach the written notice of the change to the license together with 
the date. Thereafter, the licensee may operate the business under the 
license at the new location. (§ 1 ch 170 SLA 1978)

n Sec. 06.40.070. Investigation: Qualifications for license, (a) Upon 
the filing of an application and payment of the investigation fee specified£ rn/u\ -r  j
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received the application, at the request of the applicant, give the 
applicant a full hearing.

(b) The commissioner shall issue a license to an applicant when he is
satisfied that the applicant

(1) is competent and trustworthy and intends to act in good faith in 
the capacity involved by the license applied for;

(2) has a good buHinoHB reputation and has had experience, training, 
or education so as to be qualified in the business for which the license 
is applied; and

(3) if a corporation, is a corporation incorporated under the laws of 
thin state or a foreign corporation authorized to transact business in this 
state. (§ 1 ch 170 SLA 1978)

Sec. 06.40.080. Revocation and suspension of license. The
commissioner may revoke or suspend the license of a..y licensee when, 
upon completion of an investigation, the commissioner determines that

(1) the license issued to the company was obtained by fraud;
(2) there was misrepresentation in the application for the lie nse;
(3) the holder of the license has otherwise shown himself 

untrustworthy or incompetent to act as a premium finance company; or
(4) the licensee has violated any of the provisions of this chapter. (§ 1 

ch 170 SLA 1978)

Article 2. Operations
Section Section
90. Advertising of misleading statements 120. Maximum interest permitted.'

prohibited, disclosure of interest Prepayment, refund
100. Record keeping; examination of 130. Delinquency charge

records v  140. Cancellation of policy; roquiromonta
III), (kintenls of premium finance 160. Return of unearned premium*

agreement

Sec. 06.40.090. Advertising of misleading statements prohibited; 
disclosure o f interest, (a) No person may advertise, print, display, 
publish, distribute, or broadcast or cause or permit to be advertised, 
printed, displayed, published, distributed, or broadcast, in any manner, 
any statement or representation with regard to the rates, terms, or 
conditions for the lending of morey, c adit, goods, or things in action 
which is false, misleading, or deceptive.

(b) r he lice see or lender shall state the interest rrte charged in a 
premium finance agreement fully and clearly as an ar nual percentage 
rate. (§ 1 ch 170 SLA 1978)

Sec. 06.40.100. Record keeping; examination of records, (a) Every
_ lignnaxm alinll m o into in r/rn rrln  n f  itn n rp m io m  fin n n rfl tro.rm nctinnfl.

licensee. A’’ records pertaining to insurance contracts financed by 
Alaska residents shall be maintained or readily available in the licensee’s 
office. The commissioner may, at any reasonable time, require the 
licensee to bring records pertaining to premium finance agreements to 
his office for examination. The expenses incurred by the department in 
conducting an examination shall be charged to and paid by the licensee 
in accordance with AS 06.01.010.

(b) Every licensee shall preserve its records of premium finance 
transactions, including cards used in a card system, for at least three 
years after making the final entry relating to any premium finance 
agreement. The preservation of records in photographic form 
constitutes compliance with this requirement.

(c) Each licensee shall, on or before March 15 of each year, file a 
report with the department containing information as the department 
may reasonably require concerning the business and operations during 
the preceding calendar year of each licensed place of business conducted 
by the licensee. The report shall be made under oath, shall be in the form 
prescribed by the department, and shall be kept available as a public 
record. (§ 1 ch 170 SLA 1978)

Sec. 06.40.110. Contents of premium finance agreement, (a) A 
premium finance agreement shall

(1) be dated, signed by the borrower, and the printed portion of it shall 
be in at least eight>point type;

(2) contain the name and place of business of the insurance agent 
negotiating the related insurance policy, the name and residence or the 
place of business of the borrower as specified by him, the name and place 
of business of the licensee to which payments are to be made, an 
identification of the insurance policy involved and tho amount of the 
premium charged for it; and

(3) set out the following items where applicable:
(A) the total amount of the premiums;
(B) the amount of the down payment;
(C) the principal balance (the difference between (A) and (B) of this 

paragraph);
(D) the annual percentage rate of interest; and
(F.) the number of payments required, the amount of each payment 

expi vssed in dollars, nnd the due date or period of it.
(b) The items set out in (a)(3) of this section need not he stated in the 

sequence or order in which they appear in (a) of this section, and 
additional items may he included to explain the computations made in 
determining the amount to be paid by the insured.

(c) The repayment schedule relating to dwelling fire, homeowner,

§ 06.40.110 B a n k s  a n d  F in a n c ia l  I n s t i t u t io n s  § 06.40.110
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the unearned premium on the policy being financed at that time. No 
deficiency balance may be established or collected from the borrower. 
This section does not preclude the licensee from establishing or 
collecting a deficiency balance to the extent the insurer offsets unearned 
premiums on the policy financed by premiums earned by reason of 
endorsements to that same policy not paid for by the insured or financed 
by the licensee.

(d) The licensee or the insurance agent shall deliver to the borrower, 
or mail to him at his address shown in the agreement, a complete copy 
of the agreement. (§ 1 ch 170 SLA 1978)

Sec. 06.40.120. Maximum interest permitted: Prepayment, refund,
(a) A premium finance company may not charge, contract for, receive, 
or collect a service charge other than as permitted by this chapter.

(b) The service charge is to be computed on the balance of the 
premiums due, after substracting the down payment made by the 
borrower in accordance with the premium finance agreement, from the 
effective date of the insurance coverage, for which the premiums are 
being advanced, to and including the date when the final payment of the 
premium finance agreement is payable.

(c) The service charge may not exceed interest at the nominal annual 
rate of 15 per cent plus an additional charge of $10 per premium finance 
agreement which need not be refunded upon cancellation or prepayment. 
However, any borrower may prepay his premium finance agreement in 
full at any time before the due date of the final payment and in that event 
the unearned service charge shall he refunded. The amount of any 
refund shall be calculated in accordance with regulations adopted by the 
commissioner. (5 1 ch 170 SLA 1978)

See. 06.40.130. Delinquency charge, (a) A premium finance 
agreement may provide for the payment by the borrower of a 
delinquency charge for any payment that is in default for a period of 
10 days or more. The charge may be made for each month or fraction 
of a month that the payment is in default. The amount of the charge 
may he a minimum of $1 and as a maximum shall he subject to the 
following limits:

(1) for delinquent payments of less than $250, five per cent of the 
payment or $5, whichever is less; or

(2) for delinquent payments of $250 or more, two per cent of tho 
payment.

(h) A borrower may at his option separate the financing of the 
premiums for one insurance policy from a premium finance agreement 
l»v ronucsling in writing that the premium finance company provide that

§ 06.40.150 B a n k s  a n d  F in a n c ia l  I n s t i t u t i o n s  § 06.40.150

insurance policy may not he cancelled by tho licensee unless the 
cancellation is effectuated in accordance with this section.

(b) The licensee shall give not less than 10 days written notice to the 
borrower, by mailing by certified mail or documented by an affidavit of 
mailing, of the licensee’s intent to cancel the insurance policy unless the 
default is cured within that 10-day period. A copy of the notice shall also 
be mailed by certified mail or documented by an affidavit of mailing to 
the insurance agent indicated on the premium finance agreement.

(c) After expiration of the 10-day period specified in (b) of this section, 
the licensee may, in the name of the borrower, cancel the insurance 
policy by mailing by certified mail or documented by an affidavit of 
mailing to the insurer a notice of cancellation. The insurance policy shall 
be cancelled as if the notice of cancellation had been submitted by the 
borrower himself, but without requiring the return of the insurance 
policy. The licensee shall also mail by certified mail or documented by 
an affidavit of mailing a notice of cancellation to the borrower at his 
last-known address and to the insurance agent indicated on the premium 
finance agreement.

(d) All "tatutory, regulatory and contractual restrictions providing 
that the insurance policy may not be cancelled unless notice is given to 
a governmental agency, mortgagee, or other third party shall apply 
where cancellation is effected under the provisions of this section. The 
insurer shall give the prescribed notice on behalf of itself or the 
borrower to any governmental agency, mortgagee, or other third party 
on or before the fifth business day after the day it receives the notice 
of cancellation from the licensee and shall determine the effective date 
of cancellation taking into consideration the number of days’ notice 
required to complete tho cancellation. (§ 1 ch 170 SLA 1978)

See. 06.40.150. Return of unearned premiums, (a) Whenever a 
financed insurance policy is cancelled and provided tho insurer has been 
notified of the assignment of interest of the insured to the licensee, the 
insurer within 60 days of the effective date of cancellation shall take 
such steps as are necessary to have any gross unenrned premiums 
that arc due under the insurance policy returned to the licensee 
for the account of the borrower if the licensee has complied with 
the notice provisions of § 140(h) of this chapter.

(h) If the crediting of return premiums to the account of the borrower 
results in a surplus over the amount due from the borrower, the licensee 
shall refund the excess to the borrower; however, no refund is required 
if it amounts to less than $1. (§ 1 ch 170 SLA 1978) 
s

Article 3. General Provisions.
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Sec. 06.40.160. Civil and criminal penalties, (a) A lender who, in the 
making of any contract, loan or premium finance agreement or the 
collection of interest or charges, does any act which violates §§ 10 — 
20, 90, or 110 — 130 of this chapter shall at the option of the 
commissioner reimburse that portion of the interest and charges in 
excess of that provided in those sections, or, in the case of repeated 
violations of those sections by the lender, the lender shall adjust the 
contract, loan, or premium finance agreement interest ar.d other charges 
down to the contract interest limitation specified in AS 45.45.010(a).

(b) Any person, copartnership, association, or corporation, and its 
members, officers, directors, agents, and employees, who violates or 
participates in a violation of the provisions of § 10 of this chapter, is 
guilty of a misdemeanor and upon conviction is punishable by a fine of 
not more than $5,000, or by imprisonment for not more than one year, 
or by both. In case of conviction of a corporation for violation of this 
chapter, the corporation is punishable by a fine of not more than $20,000. 
(§ 1 ch 170 SLA 1978)

Sec. 06.40.170. Filing not required to perfect validity of agreement. 
No filing under AS 45.05 of the premium finance agreement is necessary 
to perfect the validity of the agreement as a secured transaction against 
creditors, subsequent purchasers, pledgees, encumbrancers, successors 
or assigns. (§ 1 ch 170 SLA 1978)

Sec. 06.40.180. Regulations, orders. The commissioner shall adopt 
regulations necessary to carry out this chapter, and the commissioner 
may order any person to cease violation of this chapter or a regulation 
adopted under it. (§ 1 ch 170 SLA 1978)

See. 00.40.190. Definitions. As used in thin chapter, unless the 
context otherwise requires,

(1) '‘commissioner" means the commissioner of commerce and 
economic development or his designee;

(2) “department” means the Department of Commerce and Economic 
Development;

(3) “premium finance agreement” means an agreement by which a 
borrower or prospective borrower promises to pay to a licensee or to its 
assignee the amount advanced or to be advanced under the agreement 
to nn insurer or to an insurance agent or broker in payment of premiums 
on an insurance policy sold in this state or covering risks located in this 
state together with a service charge, and as a security for it the premium 
finance company receives nn assignment of the unearned premium; 
however, no mortgage, conditional snlo contract, or other security 
agreement covering property which authorizes the lienholder to pay or 
advance Dremiums for insurance under the mortgage, contract, or other

XT Wl HTTITTM TIT '!*>' —---
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security agreement is considered to be a premium finance agreement;
(4) "premium finance company” means a person engaged in the 

business of entering into premium finance agreements with borrowers 
or of acquiring premium finance agreements from insurance agents, 
brokers or other premium finance companies. (§ 1 ch 170 SLA 1978)
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C O M M I T T E E  M E E T I N G  M I N U T E S

T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  a t  3 : 0 7  P . M .  b y  C h a i r m a n  
M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  H o h m a n ,  Z i e g l e r ,
F a h r e n k a m p  a n d  R o d e y .
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a s s o c i a t i o n s ."
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C o m m i t t e e .
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v e l o p m e n t . "

M r .  K i r k p a t r i c k , D i r e c t o r ,  D i v i s i o n  o f  B a n k i n g  t e s t i f i e d  

i n  f a v o r  o f  S B  27 9 *  (.tape r e a d i n g  0 2 5  t o  0 9 2 )
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N e x t  o n  t h e  a g e n d a  w a s  S B  2 8 0  " A n  A c t  r e l a t i n g  t o  c r e d i t  

u n i o n s ."

Mr .  K i r k p a t r i c k  c o n t i n u e d  h i s  t e s t i m o n y ,  a d d r e s s i n g  S B  2 8 0 .  

(.tape r e a d i n g  1 0 0  , 0  13*0.
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c o m m i t t e e .
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r e f e r r e d  to th e  ' ____________________________
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Official Business
S U M M A R Y  S B  28 0 :

A lJ f a tate
Senate

Committee on CaSov & Commerce Pouch V 
State Capitol 

June u, Alaska 99811

P r o v i d e s  a u t h o r i t y  f o r  t h e  e s t a b l i s h m e n t  o f  c r e d i t  u n i o n s ,  t o  m a k e  

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

p r o f i t  c o r p o r a t i o n s .  T h e  L e g i s l a t u r e  i n t e n d s  t o  v e s t  i n  t h e  D e p t ,  

of C o m m e r c e  a n d  E c o n  D e v .  t h e  a u t h o r i t y  t o  a l l o w  b y  r e g u l a t i o n  t h o s e  

p o w e r s  p o s s e s s e d  b y  S t a t e  C h a r t e r e d  c r e d i t  u n i o n s  in o t h e r  s t a t e s  

w h i c h  t h e  D e p t ,  d e t e r m i n e s  h a v e  d e m o n s t r a t e d  w i l l  a i d  i n  t h e  a c h i e v e­

m e n t  o f  t h e i r  g o a l s .

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

c h a r t e r e d  c r e d i t  u n i o n s  a n d  a d o p t  r e g u l a t i o n s  t o  c a r r y  o u t  t..ere 

p u r p o s e s .

L o a n s  t o  m e m b e r s  s h a l l  b e  m a d e  in c o n f o r m i t y  w i t h  r e g u l a t i o n s  

a d o p t e d  b y  t h e  c o m m i s s i o n e r ,  e x c e p t  t h a t  t h e  r a t e  o f  i n t e r e s t  m a y  

n o t  e x c e e d  1 5 %  p e r  y e a r  o r  t h e  r a t e  s p e c i f i e d  in A S  4 5 . 4 5 . 1 1 0 ( b ) .

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

t: .e c o m m i s s i o n e r  e x c e p t  t h a t  t h e  t o t a l  d o l l a r  a m o u n t  o f  r e a l  e s t a t e  

l o a n s  a n d  m o b i l e  h o m e  l o a n s  o u t s t a n d i n g  m a y  n o t  e x c e e d  2 5 %  o f  t h e  

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

i s s i o n e r .

W i t h o u t  t h e  a p p r o v a l  o f  t h e  c o m m i s s i o n e r ,  a c r e d i t  u n i o n  w i t h  

l a s s  t h a n  $ 3 , 0 0 0 , 0 0 0  a s s e t s  m a y  n o t  m a k e  r e a l  e s t a t e  '\t m s  w i t h  m a t ­

u r i t i e s  in e x c e s s  o f  15 y e a r s .

A l l o w s  a c r e d i t  u n i o n  to e s t a b l i s h  s h a r e  d r a f t  a c c o u n t s .

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

u n d e r  a p r o g r a m  o f f e r e d  b y  t h e  N a t i o n a l  C r e d i t  U n i o n  A d m i n i s t r a t i o n  

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

s i o n e r .



Statebank Michael S. Lynch, President
P. 0 . Box 240 Anchorage, Alaska 99510 907/277-5661

Re c e iv e d
M a r c h  1 7 ,  1 9 8 1 .MAR 2 3 1931

S e n a t o r  P a t r i c k  R o d e y  
A l a s k a  S t a t e  l e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  R o d e y :

Y o u  h a v e  a s k e d  t h e  L e g i s l a t i v e  A f f a i r s  C o m m i t t e e  o f  t h e  

A l a s k a  B a n k e r s  A s s o c i a t i o n  t o  r e s p o n d  i n  w r i t i n g  t o  v a r i o u s  

b i l l s  n o w  b e f o r e  t h e  l e g i s l a t u r e .  A f t e r  e x a m i n i n g  t h e  b i l l s  

a n d  d i s c u s s i n g  t h e m ,  b o t h  i n  t h e  L e g i s l a t i v e  A f f a i r s  C o m m i t t e e  

a n d  w i t h  o t h e r  m e m b e r s  o f  t h e  A l a s k a  B a n k e r s  A s s o c i a t i o n ,  w e  

h a v e  t h e  f o l l o w i n g  c o m m e n t s :

S e n a t e  B i l l  1 3 5 :  W e  s u p p o r t  t h e  b i l l  i n  i t s  p r e s e n t

f o r m .  W e  a r e  c o n c e r n e d  t h a t  t h e  f u n d s  f o r  A l a s k a  H o u s i n g  

F i n a n c e  C o r p o r a t i o n  r e a c h  t h e m  a s  s o o n  a s  p o s s i b l e .  B a s e d  

o n  c u r r e n t  p r o j e c t i o n s  b y  t h e  m e m b e r s  o f  o u r  a s s o c i a t i o n ,  

t h e  p u b l i c  h a s  a l r e a d y  o r  w i l l  s o o n  m a k e  a p p l i c a t i o n s  to t h e  

f i n a n c i a l  i n s t i t u t i o n s  i n  A l a s k a  i n  a n  a m o u n t  t h a t  w o u l d  

u t i l i z e  t h o s e  f u n d s  a l o n g  w i t h  t h e  m o n i e s  A l a s k a  H o u s i n g  
F i n a n c e  C o r p o r a t i o n  h a s  r e m a i n i n g  f r o m  i t s  l a s t  b o n d  i s s u e .

A l s o ,  w e  u n d e r s t a n d  t h a t  i t  m a y  b e  t h e  d e s i r e  o f  t h e  l e g i s l a t u r e  

t o  c h a n g e  t h e  r a t e  a t  w h i c h  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  
m a k e s  l o a n s  t o  h o m e o w n e r s .  W h i l e  t h i s  i s  a n  a r e a  t h a t  
d e s e r v e s  s t u d y ,  w e  b e l i e v e  i t  s h o u l d  b e  c o n s i d e r e d  a s  p a r t  

o f  a n y  p r o g r a m  s t a r t i n g  i n  J u l y  1 9 8 1 ,  n o t  t h i s  s u p p l e m e n t a l  
a p p r o p r i a t i o n .

S e n a t e  B i l l  2 7 8 :  T h i s  i s  a b i r I  t o  a m e n d  t h e  S a v i n g s

a n d  L o a n  A s s o c i a t i o n ' s  s t a t u t e s  a n d  v e  c o n c u r  i n  t h e  a m e n d m e n t s  
e x c e p t  S e c t i o n  3. W e  b e l i e v e  t h i s  l e v e l  o f  d e b t  f r o m  a 

s i n g l e  b o r r o w e r  w o u l d  b e  i m p r u d e n t .  I t  w o u l d  m e a n  t h a t  t h e  

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

b a d  l o a n .  C o m m e r c i a l  b a n k s  a r e  l i m i t e d  t o  1 0 %  o f  c a p i t a l  t o  

a  s i n g l e  b o r r o w e r  a n d  h i s t o r y  h a s  s h o w n  t h a t  t h i s  i s  a g o o d  
b e n c h m a r k .



Senator Patrick Rodey
Page 2
March 17, 1981

Senate B i l l  280: This i s  a b i l l  amending v a r io u s
s e c t io n s  o f  th e  C red it U nion 's s ta tu te s . A l l  s e c t i o n s  seem 
design ed  t o  b r in g  the S tate  C red it Union laws i n  l i n e  w ith  
F ederal C red it Unions and o th er  f in a n c ia l  i n s t i t u t i o n s ,  and 
we support a l l  amendments. We do b e l ie v e ,  how ever, t h a t  an 
in cre a se  o f  r a te  to  15% i s  not enough and 18% w ou ld  be 
b e t te r .

Amendment t o  AS 0 6 .0 1 .0 2 0 : This the amendment t o  make
w orkable what i s  c a l le d  "The Wild Card" p r o v is io n  and we 
support th is  amendment.

"An A ct R ela tin g  to  In te r e s t  R ates":

S ection  1 -  Amenument to  AS 06 .20 .230  ( b ) : T h is  i s  an
amendment to  the Small Loan A ct. I t  a llow s t h e i r  r a t e  l i m i t  
to  move d a ily  and, th e r e fo r e , more n ea rly  r e f l e c t  th e  t r u e  
market. We support t h is  amendment.

S ection  2 -  Amendment to  AS 09 .55 .440  ( a ) :  W hile t h i s
i s  an amendment u n rela ted  t o  banking, we su pport th e  p h ilo s o p h y  
o f  paying market ra te s  and, th e r e fo r e , we su p port t h i s  
amendment.

S ection  3 and 4 -  These s e c t io n s  take A laska o u t  from  
under the fe d e ra l usury laws and put i t  back under th e  
e x is t in g  s ta te  s ta tu te . The e x is t in g  s ta te  s t a t u t e  i s  more 
r e s t r i c t i v e  than the fe d e ra l laws and, t h e r e fo r e ,  we op p ose  
s e c t io n s  3 and 4. We f e e l  th at by reducing  c o n t r o l s  on 
in t e r e s t  ra te s  a l l  s e c to r s  o f  the market w i l l  be  b e t t e r  a b le  
t o  f r e e ly  compete fo r 'le n d a b le  funds. These two s e c t i o n s  
w ithout a new s ta te  usury s ta tu te  would be a s te p  back w ards.

S in c e re ly .y o u r s , y

k J L
M ichael S. Lynch 
P resid en t

cm



§ 06.01.020 A l a s k a  Sta t u t e s § 06.01.030

examination or investigation has been completed. All assessments sh 
be paid to and received by the department by each institution within 
da>s after receipt of notice of the assessment.

(c) Any financial institution which fails to make the payments 
required by the commissioner under (a) and (b) of this section within the 
time specified is subject to a penalty of not more than $100 each day it 
is late. The penalty, together with the amount due under (a) of this 
section, may be recovered in a civil action brought by the department. 
(§ 42 ch 169 SLA 1978)

Sec. 06.01.020. General powers of department The commissioner 
may by regulation authorize financial institutions, except licensees 
subject to ch. 20 erf this title, to exercise any of the powers conferred 
upon a federally chartered bank, trust company, savings association, or 
other federally chartered institution doing business in this state which 
is subject to the regulations of the United States Comptroller of the 
Currency, the Federal Reserve Board, the Federal Home Loan Bank 
Board, the Federal Deposit Insurance Corporation or the successor or 
successors of them, if the commissioner finds that the exercise of the 
power both:

'1) serves the public convenience and advantage; and
(2) equalizes and maintains the quality of competition between 

state-chartered fii.ancial institutions and corresponding federally 
chartered financial institutions. (§ 42 ch 169 SLA 1978)

Sec. 06.01.030. Order, and injunctions; notice and hearings; 
regulations, (a) Whenever it appears to the commissioner that a person 
has engaged in an act or practice in violation of any provision of this 
title or of a regulation adopted under it, the commissioner may

(1) if he considers it to be in the public interest, issue an order 
directing the person to stop the act or practice; reasonable notice and 
an opportunity for a hearing must be given before issuing the order, 
however, the commissioner may issue a temporary order pending the 
hearing which remains in effect until 10 days after the hearing is held 
and which becomes final if the person to whom the notice is addressed 
does not request a hearing within 15 days after receipt- of the notice; or

(2) bring an action in the superior court to enjoin the acts or practices 
and to enforce compliance with this title or a regulation adopted under 
it; upon a proper showing, the department is entitled to the appropriate 
remedy, and a receiver or conservator may be appointed for the 
defendant or the defendant’s assets; the commissioner is not required 
to post a bond.

(b) Except as provided in (a) of this section, the department shall give 
public notice of each proposed action, but it is not required to hold a 
hearing before taking the action unless it receives written opposition to 
the proposed action. Written opposition must be filed with the 
department within the time specified by the department. In cases

m
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'  § 06.45.010 B a n k s  a n d  F i n a n c i a l  I n s t i t u t i o n s  § 06.45.020

ion

( t

Section
130. Applications for membership 
140. Powers and duties of credit 

committee 
150. Loan restriction 
160. Security
170. Powers and duties of supervisory 

committee 
180. Reserves 
190. Dividends
200. Fxpulsicn and withdrawal 
210. Minors or trusts 
220. Suspension 
230. Exemption from taxation 
240. Conversions

Section
250. Insurance of member accounts 
260. Liquidity facility participation 
270. Conflict of interest 
280. Merger 
290. Branch offices
300. Unauthorized conduct of credit union 

business
310. Transfer of credit union's property to 

preferred creditor is void 
320. Unlawful deceit of commissioner or 

examiners 
330. Receipt of deposits while insolvent 
340. Limitations on credit unions 
400. Definitions

Effective date o f  chapter. — Section 4, 
ch. 47, SLA 1980, makes this chapter 
effective July 1, 1980.

Sec. 06.45.010. Responsibility of commissioner, (a) The
commissioner shall administer this chapter.

(b) The commissioner may adopt regulations for the administration 
of this chapter.

(c) The commissioner may delegate any authority, pov'er, or 
function granted by this chapter.

(d) The records of credit unions shall be kept and reports shall u? 
made in accordance with regulations approved by the commissioner.

(e) A person appointed or elected by a credit union to a position 
requiring the receipt, payment, or custody of money or personal 
property owned bv a credit union or in its custody or control as 
collateral or otherwise shall give bond in a corporate surety company 
approved by t,he commissioner on a form approved by the commissioner 
and in an amount prescribed by the commissioner. The commissioner 
may approve the use of a form of schedule or blanket bond which covers 
all the officers and employees of a credit union whose duties include the 
receipt, payment, Gr custody of money oi other personal property for or 
on behalf of the credit union. The commissioner may approve the use 
of a form of excess coverage bond under which a credit union may 
obtain coverage in excess of the basic surety coverage. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.020. Formation o f credit union, (a) Seven or more 
natural persons who desire to form a credit union shall subscribe before 
an officer competent to administer oaths articles of incorporation in 
duplicate which shall state

(1) the name of the credit union;
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