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Position Title
M o t o r  V e h i c l e  R e p r e s e n t a t i v e  II

I imc .Status 
T F T

Stall Months
24

No. of Positions Range/Step gj.

Location
F a i r b a n k s

Barg. Unit (;f, „

Flection District
1 9 - 2 1

. ■ - •:: ' •
Type of Expenditure Amount

1 2 3

Salary 4 6 . 9 2 0 i  4 .
Benefits 1 1 , 7 3 0
Picmium Pay
Oilier 6 . 0 5 4

Total Personal Services 64 . 1
Travel
Contractual 8 . 7
Commodities . 4
Equipment 1 .4
Oilier

Total Cost 7 4 . 2

Funding Sourc ' a lolal Cost
1002

CJ. F. Match 1003
General Fund 100-4 7 4 . 2
1 A Receipts 1006
C1P Receipts 1061
O ilie r

: : ;
.-V '' . *

Justification

T h e s e  p o s i t i o n s  w o u l d  w o r k  the p u b l i c  c o u n t e r  

to i s s u e  m o t o r  v e h i c l e  r e g i s t r a t i o n s  a n d  t i t l e s  

W o u l d  a s s i s t  tire p u b l i c  b y  r e s p o n d i n g  to 

i n q u i r i e s  c o n c e r n i n g  m o t o r  v e h i c l e  i n s u r a n c e  

r e q u i r e m e n t s .

R e q u e s t  F o r

N e w  P o s i t i o n

A g e n c y

D R U

C o m p o n e n t

D e p a r t m e n t  of  P u b l i c  S a f e t y  

D i v i s i o n  of  M o t o r  V e h i c l e s  

F i e l d  S e r v i c e s  ________
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" A n  A c t  r e l a t i n g  t o  m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e  a n d  t h e  i n s u r a n c e  

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

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "
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A D O P T S : [ ] l e t t e r  r f  i n t e n t

ATTACHES NE*J F I S C A L  N O T E ( s )  I 

[ ] f i s c a l  i m p a c t

[ ] z e r o  f i s c a l  n o t e

[ ] z e r o  w i t h  a n a l y s i s
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p u b l i s h e d  ______________________________
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T h i s  p r o p o s a l  r e m o v e s  the* s u n s e t  p r o v i s i o n  i n  t h e  m a n d a t o r y  m o t o r  
v e h i c l e  l i a b i l i t y  i n s u r a n c e  law  (AS 2 0 . 2 2 . 0 1 0  e t  s e q . )  and  mould 
r e q u i r e  t h a t  p r o o f  o f  i n s u r a n c e  u n d e r  t h a t  lam b e  g i v e n  a t  t h e  p o i n t  
o f  r e g i s t r a t i o n  o f  a  m o t o r  v e h i c l e .  T h i s  m ou ld  b e  i n  a d d i t i o n  t o  t h e  
c u r r e n t  r e q u i r e m e n t  o f  p r o o f  a t  t h e  p o i n t  o f  an  a c c i d e n t  o r  s e r i o u s  
v i o l a t i o n .  T h e  b i l l  p r o v i d e s  t h a t  m  t h e  e v e n t  o f  c a n c e l l a t i o n ,  t h e  
i n s u r e r  s h a l l  s e n d  n o t i c e  t o  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  m i t h i n  .10 
d a y s  a f t e r  t h e  c a n c e l l a t i o n .  T he  p r o p o s a l  a l s o  r e q u i r e s  t h a t  t h e  
i n s u r e r  p r o v i d e  c o v e r a g e  f o r  t h e  c o s t  o f  a r b i t r a t i o n  o r  m e d i a t i o n .

The  p r o p o s e d  . l e g i s l a t i o n  h a s  t h r e e  i m p a c t s  on e n t i t i e s  r e g u l a t e d  by 
t h e  D i v i s i o n  o f  I n s u r a n c e .  The  c o s t  o f  t h i s  i m p a c t  on  t h e  p u b l i c  i s  
noij  c a l c u l a b l e  a t  p r e s e n t .  I t  m i l l  h o w e v e r  b e  b o r n e  by p u r c h a s e r s  o f  
c o v e r a g e .

The  f i r s t  i m p a c t  a r i s e s  f r o m  t h e  r e q u i r e m e n t  t h a t  t h e  o m n e r  o f  t h e  
v e h i c l e  t o  b e  r e g i s t e r e d  m u s t  p r o d u c e  e v i d e n c e  o f  c o v e r a g e  ( p o i n t  o f  
p r o o f ) .  The p r o v i d e r  o f  t h a t  e v i d e n c e  m i l l  b e  t h e  i n s u r e r  o r  i t s  
r e p r e s e n t a t i v e . To g i v e  some i d e a  o f  t h e  s i g n i f i c a n c e  o f  t h i s  c h a n g e ,  
t h e r e  m e re  on  a v e r a g e .  3 0 . 0 0 0  p o i n t s  o f  p r o o f  p e r  y e a r  r e q u i r e d  d u r i n g  
t h e  f i r s t  tm o  y e a r s  o f  o p e r a t i o n  u n d e r  t h e  A l a s k a  m a n d a t o r y  m o t o r  
v e h i c l e  l i a b i l i t y  i n s u r a n c e  l a m .  T h i s  p r o p o s a l  m i l l  r e q u i r e  a t  l e a s t  
4 5 0 . 0 0 0  p o i n t s  o f  p r o o f  p e r  y e a r  b a s e d  on r e g i s t r a t i o n  a l o n e ,  and  t h i s  
d o e s  n o t  c o u n t  c h a n g e s  d u e  t o  t r a n s f e r  o f  t i t l e  o r  p o i n t s  o f  p r o o f  
r e s u l t i n g  f r o m  a c c i d e n t s  o r  v i o l a t i o n s .

The  s e c o n d  i m p a c t  a r i s e s  f ro m  S e c t i o n  5 o f  t h e  b i l l  m h ich  i n t r o d u c e s  
t h e  r e q u i r e m e n t  f o r  t h e  i n s u r e r  t o  s e n d  a n o t i f i c a t i o n  t o  t h e  
D e p a r t m e n t  o f  P u b l i c  S a f e t y  m i t h i n  10 d a y s  a f t e r  c a n c e l l a t i o n  o f  a 
m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e  p o l i c y .  T h i s  i s  a r e q u i r e m e n t  t h a t  
t h e  i n s u r e r  d o e s  n o t  nom h a v e  a n d  w h ic h  d o e s  h a v e  a n  i m p a c t  on t h e  
e x p e n s e  o f  m r i t i n g  m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e .  The p r o p o s a l  
d o e s  n o t  d i s c u s s  t h e  e f f e c t  o f  f a i l u r e  t o  c o m p ly  m i t h  t h e  
r e q u i r e m e n t .  I t  i s  n o t  c l e a r  i n  t h e  b i l l  m h e t h e r  t h e  i n t e n t  i s  t o  
h a v e  a n o t i f i c a t i o n  g i v e n  t o  t h e  s t a t e  10 d a y s  a f t e r  n o t i c e  o f  
c a n c e l l a t i o n  t o  t h e  i n s u r e d  o r  10 d a y s  a f t e r  t h e  c a n c e l l a t i o n  i s  
e f f e c t i v e .

The  t h i r d  i m p a c t  a r i s e s  f ro m  S e c t i o n  6 o f  t h e  b i l l  m hich  i n t r o d u c e s  a 
c h a n g e  i n  t h e  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  r e q u i r e s  t h e  c o s t  o f  
a r b i t r a t i o n  o r  m e d i a t i o n ,  e x c e p t  f o r  c o u n s e l  f e e s ,  b e  b o r n e  by t h e  
i n s u r e r .  T h i s  s e c t i o n  h a s  b e e n  p l a c e d  i n  t h e  m a n d a t o r y  m o t o r  v e h i c l e  
l i a b i l i t y  lam (AS 2 8 . 2 2 ) „  T y p i c a l l y ,  a r b i t r a t i o n  o r  m e d i a t i o n  
f e a t u r e s  i n  a  m o t o r  v e h i c l e  i n s u r a n c e  p o l i c y  do  n o t  r e s p o n d  t o  t h i r d  
p a r t y  a c t i o n s .  I t  a l m o s t  a l w a y s  r e s p o n d s  o n l y  t o  f i r s t  p a r t y  
a c t i o n s .  T h e  o n l y  f i r s t  p a r t y  c o v e r a g e  a d d r e s s e d  by AS 2 8 . 2 2  i s  t h e  
u n i n s u r e d / u n d e r i n s u r e d  m o t o r i s u s '  c o v e r a g e .  The p r o b l e m  t h a t  e x i s t s  
r e l a t i n g  t o  a r b i t r a t i o n  an d  m e d i a t i o n  f e a t u r e s  i s  f o u n d  in  t h e  
c o m p r s h e n s i v e  a n d  c o l l i s i o n  c o v e r a g e s ,  w h ic h  i s  n o t  r e a c h e d  by AS 
2 3 . 2 2 .  To r e a c h  a l l  a r b i t r a t i o n  arid m e d i a t i o n  f e a t u r e s ,  t h e  c h a n g e  
s h o u l d  b e  a d d r e s s e d  i n  AS 2 1 . 8 9 . 0 2 0 .  and  t h e  r e f e r e n c e  t o  m o t o r  
v e h i c l e  l i a b i l i t y  p o l i c y  s h o u l d  b e  c h a n g e d  t o  a u t o m o b i l e  i n s u r a n c e

D I V I S I O N  OF INSURANCE
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p o l i c y .  T h i s  f e a t u r e  uii 11 have-? an  i m p a c t  on i n s u r a n c e  r a t e s  t h a t  wi 
b e  d i c t a t e d  by  u t i l i s a t i o n .

T h i s  b i l l  p l a c e s  a p a r t i c u l a r l y  h e a v y  b u r d e n  on t h e  D e p a r t m e n t  o f  
P u b l i c  S a f e t y .  I t  r e p r e s e n t s  a  q u a n tu m  l e a p  i n  t h e  a m o u n t  o f  p a p e r  
t h a t  w i l l  f l o w  i n t o  t h a t  a g e n c y .  I f  t h e  i n t e n t  i s  t o  i n c r e a s e  t h e  
num ber  o f  i n s u r e d  m o t o r i s t s  i n  t h i s  s t a t e , t h e  l a c k  o f  e n f o r c e m e n t  
p r o v i s i o n s  l e a v e s  t h e  p r o b a b i l i t y  o f  any a p p r e c i a b l e  c h a n g e  a s  
u n l i k e l y .

AMENDMENTS

AS P I . B 9 . 0 E 0  i s  amended by a d d i n g  a  new s u b s e c t i o n  t o  r e a d :
Cf) An a u t o m o b i l e  i n s u r a n c e  p o l i c y  m u s t  p r o v i d e  t h a t  a l l  

e x p e n s e s  and  f e e s *  n o t  i n c l u d i n g  c o u n s e l  f e e s f i n c u r r e d  b e c a u s e  o f  
a r b i t r a t i o n  o r  m e d i a t i o n  s h a l l  b e  p a i d  a s  a  p a r t  o f  t h e  a r b i t r a t i o n  
a w a r d .
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IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 44 (J u d ic ia ry )

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE -  FIRST SESSION 

A BILL
For an Act e n t i t l e d :  "An A ct r e l a t i n g  to  motor v e h i c l e  l i a b i l i t y  insurance

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

t i v e  d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S ection  1 .  AS 27.89.020 i s  amended by adding a new su b sectio n  to  

rend:
( f )  A n  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  p o l i c y  m u s t  p r o v i d e  t h a t  

a l l  e x p e n s e s  a n d  f e e s ,  n o t  i n c l u d i n g  c o u n s e l  f e e 3 ,  I n c u r r e d  b e c a u s e  o f  

a r b i t r a t i o n  o r  m e d i a t i o n  s h a l l  b e  p a i d  3 3  a  p a r t  o f  t h e  a r b i t r a t i o n  

a w a r d .

* Sec. 2. AS 23.70.027(a) i s  amended to  read:
(a) The owner o f  a r e h ic le  s u b je c t  to  r e g i s t r a t i o n  s h a l l  apply

f o r  r e g i s t r a t i o n  under t h is  ch ap ter by p ro p e r ly  com pleting the form 
p re sc r ib e d  b y  Che c o e q e is e io n e r  under AS 78.0 5.047. B efore the i s s u ­
ance o f  a c e r t i f i c a t e  o f  r e g i s t r a t i o n  by the department, the owner 
s h a l l

(7) pay a l l  r e g i s t r a t i o n  fe e s  and ta x es  req u ired  under th is  
chapter and fe d e r a l  heavy v e h ic le  use ta x e s  re q u ire d  under 26 TT.S.C. 
4487 (In te rn a l  Revenue Code o f  79'54)j_

( 2 )  u n l e s s  t h e  o w n e r  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r

AS
.—  * - ». 
28.22.200, c e r t i f y  to  the department and provide p ro o f  o f the

e x is te n c e  o f a motor v e h ic l e  l i a b i l i t y  p o l i c y  th a t  complies w ith
AS 28.22.200 f o r  the v e h ic le  being r e g is t e r e d  and c e r t i f y  th at the

-7- C S K B  44(Jud)
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I l i a b i l i t y  p o l ic y  w i l l  re g a in  in e f f e c t  fo r  the term the v e h ic l e  i s
r e g is te r e d  and being d riven  on a highway, v e h ic u la r  vay  or a re a , or 
u n t i l  the v e h ic le  i s  aold} and

(3) [SHALL] comply w ith  [AH7] o th er  a p p l ic a b le  s t a t u t e s  and 
r e g u la t io n s ,

* Sec. 3. AS 28 .10 .0 41(a) i s  amended to read:
(a) The department may re fu s e  to  r e g i s t e r  ^  v e h ic le  i f

(1) the a p p l ic a t io n  con tain s a f a l s e  or frau d u len t s t a t e ­
ment}

(2) the a p p lic a n t  f a i l s  to fu rn ish  Inform ation re q u ire d  by 
the department}

(3) the a p p lic a n t  i s  not e n t i t l e d  to  the issu an ce  o f  a
c e r t i f i c a t e  o f  t i t l e  or r e g i s t r a t i o n  under t h is  ch anter;

(4) the v e h ic le  i s  determined to  be m ech an ically  unsafe  to 
be d riven  or moved on a highway, v e h ic u la r  way or area , or o th er  
p u b lic  prop erty  in  the [THIS] s ta te }

(5) the department has reason able  grounds to  b e l ie v e  th a t  
the v e h ic le  was s to le n  or f r a u d u le n t ly  acqu ired  or th a t  the g ra n tin g  
o f  r e g i s t r a t i o n  would be a fraud a g a in s t  the r i g h t f u l  owner or o th er  
person having a v a l i d  l i e n  upon the v e h ic le }

(6) the r e g i s t r a t i o n  o f  the v e h ic le  has been suspended or 
revoked fo r  any reason under the laws o f  the [THIS] s t a t e ;

(7) the re q u ire d  fe e s  or taxes  have not been paid}
(8) the v e h ic le  or a p p lic a n t  f a i l s  to comply w ith  t h is

ch ap ter or re g u la t io n s  au th orised  by t h is  s e c t io n ;
(9) the v e h ic le  i s  w ith ou t a c e r t i f i c a t e  o f  in s p e c t io n  

re q u ire d  under AS 28.32.010}
(10) the v e h ic le  i s  s u b je c t  to  a . state-ap p roved  l o c a l

em ission in sp e ctio n  program adopted b r  m unicipal ordinance under
CSHB 44(Jud) -2 -
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A S  4 6 . 0 3 . 2 1 0 ,  c a d  t h e  v e h i c l e  d o e s  n o t  m e e t  t h e  s t a n d a r d s  o f  t h a t  
p r o g r a m ,  u n l e s s  t h e  v e h i c l e  u s e s  a  f u e l  s o u r c e  t h a t  d o e s  n o t  p r i m a r i l y  
e m i t  c a r b o n  m o n o x i d e ^

( 1 1 )  t h e  a p p l i c a n t  f a i l s  t o  c e r t i f y  t o  t h e  d e p a r t m e n t  a n d  
p r o v i d e  p r o o f  o f  t h e  e x i s t e n c e  o f  a  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  
t h a t  c o m p l i e s  w i t h  A S  2 8 . 2 2 . 0 1 0  f o r  t h e  v e h i c l e  b e i n g  r e g i s t e r e d ,  
u n l e s s  t h e  o w n e r  o f  t h e  v e h i c l e  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r  
A S  2 j . 2 0 . 4 0 0 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r  
A S  2 8 . 2 2 . 2 0 0 .

*  S e c .  4 .  PS  2 8 . 1 0 . 0 5 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
( b )  U n l e s s  t h e  o w n e r  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r  A S  2 8 . -

2 0 . 4 0 0 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r
A S  2 8 . 2 2 . 2 0 0 ,  t h e  d e p a r t m e n t  m a y  s u s p e n d  o r  r e v o k e  t h e  r e g i s t r a t i o n  o f

*

a  v e h i c l e  t h a t  i s  n o t  i n s u r e d  b y  a  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  
c o m p l i e s  w i t h  A S  2 8 . 2 2 . 0 1 0 .

*  S e c .  5 .  A S  2 8 . 1 0 . 1 1 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
( c )  U n l e s s  t h e  o w n e r  o f  t h e  v e h i c l e  q u a l i f i e s  a s  a  s e l f - i n s u r e r  

u n d e r  A S  2 8 . 2 0 . 4 0 0 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  
u n d e r  A S  2 8 . 2 2 . 2 0 0 ,  t h e  d e p a r t m e n t  m a y  n o t  r e n e w  t h e  r e g i s t r a t i o n  o f  a  
v e h i c l e  w ithout r e c e i v i n g  c e r t i f i c a t i o n  f r o m  t h e  o w n e r  t h a t  t h e  v e h i ­
c l e  i s  i n s u r e d  b y  a  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o m p l i e s  w i t h  
A S  2 8 . 2 2 . 0 1 0 .

*  S e c .  6 .  A S  2 8 . 1 0 . 4 2 1 ( b )  i s  a m e n d e d  t o  r e a d :
( b )  T h e  a n n u a l  r e g i s t r a t i o n  f e e s  u n d e r  t h i s  s u b s e c t i o n  a r e  

i m p o s e d  w i t h i n  t h e  f o l l o w i n g  c l a s s i f i c a t i o n s  f o r :
( 1 )  a  p a s s e n g e r  v e h i c l e  o r  m o t o r  h o m e  n o t  u s e d  o r  m a i n ­

t a i n e d  f o r  t h e  t r a n s p o r t a t i o n  o f  p e r s o n s  o r  p r o p e r t y  f o r  h i r e  o r  f o r  
o t h e r  c o m m e r c i a l  u s e .  . . . ; .......................................................................................................$ 4 0  ! i $ 3 5 ] j

( 2 )  a  p i c k - u p  t r u c k  o r  a  v a n  n o t  e x c e e d i n g  6 , 0 0 0  p o u n d s
- 3 -  C S H B  4 4 ( J u d )
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■unladen w eight and not used o r  m aintained f o r  the t r a n s p o rta t io n  o f  
persons or p ro p erty  f o r  h ir e  or f o r  o th e r  commercial use .  $45 [$40]i

(3) a t a x i c a b ............................................................  $75 [$70] j
(4) a motor bus w ith  a s e a tin g  c a p a c ity  f o r  20 or more

persons and used e x c l u s iv e l y  f o r  commercial purposes in  the tra n s p o rt-  
ing o f  v i s i t o r s  or t o u r i s t s ................................................   $90 [$85] i

(5) a m otorcycle  or a m otor-driven  c y c le  . . . $25 [$20]»
(6) a two- or four-w heeled  t r a i l e r  not used o r  maintained 

f o r  th e  tra n s p o r ta t io n  o f  persons or p ro p e rty  f o r  h ir e  o r  f o r  o th er 
commercial use* in c lu d in g ,  but not l im ite d  t o ,  a boat t r a i l e r ,  baggage 
t r a i l e r ,  box t r a i l e r ,  u t i l i t y  t r a i l e r  o r  house t r a i l e r  . . .  $10 [$5],

*  S ec . 7 .  AS 2 8 .10 .4 2 1(c )  i s  amended to  read:
(c> The annual r e g i s t r a t i o n  fe e s  under t h is  su b se c tio n  are

imposed and are  based upon the actual, unladen w eigh t as a s t a b l is h e d  by 
the m an u factu rer 's  a d v e rt is e d  w eight o r  upon the a c t u a l  w eigh t which 
the owner s h a l l  fu r n is h ,  s u b je c t  to  the approval o f  the commissioner 
or the commissioner’ s r e p r e s e n t a t iv e ,  f o r  a v e h i c l e ,  in c lu d in g  a motor 
v e h ic l e  p u l l in g  a t r a i l e r  or s e m i - t r a i l e r , used o r  maintained f o r  the 
tra n s p o r ta t io n  o f  passengers f o r  h i r e ,  e xcep tin g  ta x ic a b s  and buses 
under (b) o f  t h is  s e c t io n ,  or f o r  the tra n s p o rta t io n  o f  p ro p e rty  f o r  
h ir e  o r  f o r  o th e r  commercial u se ,  in c lu d in g  a commercial v e h ic le  such 
as a t r a i l e r ,  s e m i - t r a i le r ,  t ru c k ,  w reck er, tow c a r ,  h e a r s e ,  ambu­
la n c e ,  and t r a c t o r ,  as fo l lo w s :

(1)  up to  end in c lu d in g  5,000 p o u n d s ...............................$55 [$50] i
(2) more than 5,000 pounds to  and in c lu d in g  12,000 pounds .

...............................    $90 [$85];
(3) more than 12,000 pounds to  and in c lu d in g  18,000 pounds

.......................................................................................................  . . . . .  $160 [$ 15 5 ]i
(4) more than 13,000 p o u n d s  $225 [$220],

CSHB 44(Jud) -4 -
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*  S e c .  8 .  A S  2 8 . 1 5 . 2 3 5 ( c )  I s  a m e n d e d  t o  r e a d :
( c )  I n  t h i s  s e c t i o n ,  t h e  t e r m  " p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y

[ F O R  T H E  F U T U R E ] "  h a s  t h e  m e a n i n g  g i v e n  i n  A S  2 8 . 2 0 . 6 3 0  [ A S  2 8 . 2 0 . -
2 3 0 ( b ) ]  a n d  m a y  b e  e s t a b l i s h e d  a s  p r o v i d e d  i n  A S  2 8 . 2 0 .

*  S e c .  9 .  A S  2 8 . 2 0 . o 3 0  i s  a m e n d e d  t o  r e a d :
S e c .  2 8 . 2 0 . 6 3 0 .  D E F I N I T I O N S  [ D E F I N I T I O N ] .  I n  t h i s  c h a p t e r ,

u n l e s s  t h e  c o n t e x t  o t h e r w i s e  r e q u i r e s ,
( 1 )  " j u d g m e n t "  [ " J U D G M E N T " ]  m e a n s  a  j u d g m e n t  t h a t  [ W H I C H ]  

i s  f i n a l  b y  e x p i r a t i o n  w i t h o u t  a p p e a l  o f  t h e  t i m e  w i t h i n  w h i c ^  a n  
a p p e a l  m a y  b e  t a k e n ,  o r  f i n a l  b y  a f f i r m a t i o n  o n  a p p e a l ,  g i v e n  b y  a  
c o u r t  o f  a  [ A N Y ]  s t a t e  o r  o f  t h e  U n i t e d  S t a t e s ,  u p o n  a  c a u s e  o f  a c t i o n  
a r i s i n g  o u t  o f  t h e  o w n e r s h i p ,  m a i n t e n a n c e ,  o r  u s e  o f  a  v e h i c l e  o f  a  
t y p e  s u b j e c t  t o  r e g i s t r a t i o n  u n d e r  t h e  l a w s  o f  t h i s  s t a t e ,  f o r  d a m -

t

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

( 2 )  " p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y "  m e a n s  a n  o w n e r T s  
m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o v e r s  a l l  v e h i c l e s  o w n e d  b y  t h e  
p e r s o n  t h a t  a r e  s u b j e c t  t o  r e g i s t r a t i o n  i n  t h i s  s t a t e ,  o r  i f  t h e  
n e r s o n  d o e s  n o t  o w n  a  v e h i c l e ,  p r o o f  r e q u i r e d  u n d e r  A S  2 8 . 2 0 . 3 9 0 .

*  S e c .  1 0 .  A S  2 8 . 2 2  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :
S e c .  2 8 . 2 2 . 6 1 0 .  S H O R T  T I T L E .  T h i s  c h a p t e r  m a y  b e  c i t e d  a s  t h e  

A l a s k a  M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t .
*  S e c .  1 1 .  S e c t i o n  1  o f  t h i s  A c t  a p p l i e s  t o  a u t o m o b i l e  l i a b i l i t y  i n s u r ­

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

*  S e c .  1 2 .  A S  2 8 . 2 0 . 2 3 0 ( b )  a n d  s e c s .  1 7 ,  1 8 ,  1 9 ,  2 0 ,  a n d  2 3  o f  c h .  7 0 ,
- 5 -  C S H B  4 4 ( J u d )
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S L A  1 9 8 4  a r e  r e p e a l e d .
*  S e c .  1 3 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 8 8 .
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F o r d
3 / 3 0 / 8 7

O r i g i n a l  s p o n s o r s :  D o n l e y  a n d  C o l l i n s

1 I N  T H E  H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E
2 C S  F C R  H O U S E  B I L L  N O .  4 4  ( J u d i c i a r y )
3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
4 F I F T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N
5 A  B I L L

! 6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e
I 7 a n d  m o t o r  v e h i c l e  r e g i s t r a t i o n ;  a n d  p r o v i d i n g  f o r  a n

8 e f f e c t i v e  d a t e . "
9 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

10 *  S e c t i o n  1 .  A S  2 8 . 1 0 . 0 2 1 ( a )  i s  a m e n d e d  t o  r e a d :
1 1 ( a )  T h e  o w n e r  c f  a  v e h i c l e  s u b j e c t  t o  r e g i s t r a t i o n  s h a l l  a p p l y
1 2 f o r  r e g i s t r a t i o n  u n d e r  t h i s  c h a p t e r  b y  p r o p e r l y  c o m p l e t i n g  t h e  f o r m
1 3 p r e s c r i b e d  b y  t h e  c o m m i s s i o n e r  u n d e r  A S  2 8 . 0 5 . 0 4 1 .  B e f o r e  t h e  i s s u ­
14 a n c e  o f  a  c e r t i f i c a t e  o f  r e g i s t r a t i o n  b y  t h e  d e p a r u . a e n t , t h e  o w n e r
1 5 s h a l l
16 ( 1 )  p a y  a l l  r e g i s t r a t i o n  f e e s  a n d  t a x e s  r e q u i r e d  u n d e r  t h i s
17 c h a p t e r  a n d  f e d e r a l  h e a v y  v e h i c l e  u s e  t a x e s  r e q u i r e d  u n d e r  2 6  U . S . C .
18 4 4 8 1  ( I n t e r n a l  R e v e n u e  C o d e  o f  1 9 5 4 ) ;
19 ( 2 )  u n l e s s  t h e  o w n e r  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r
20 A S  2 8 . 2 0 . 4 0 0 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r
21 A S  2 8 . 2 2 . 2 0 0 ,  p r o v i d e  p r o o f  t o  t h e  d e p a r t m e n t  o f  t h e  e x i s t e n c e  o f  a
22 m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o m p l i e s  w i t h  A S  2 8 . 2 2 . 2 0 0  f o r  t h e
23 v e h i c l e  b e i n g  r e g i s t e r e d  a n d  c e r t i f y  t h a t  t h e  l i a b i l i t y  p o l i c y  w i l l
24 r e m a i n  i n  e f f e c t  f o r  t h e  t e r m  t h e  v e h i c l e  i s  r e g i s t e r e d  o r  u n t i l  t h e
25 v e h i c l e  i s  s o l d ;  a n d
26 ( 3 )  [ S H A L L ]  c o m p l y  w i t h  [ A N Y ]  o t h e r  a p p l i c a b l e  s t a t u t e s  a n d
27 r e g u l a t i o n s .
28 *  S e c .  2 .  A S  2 8 . 1 0 . 0 4 1 ( a )  i s  a m e n d e d  t o  r e a d :
29 ( a )  T h e  d e p a r t m e n t  m a y  r e f u s e  t o  r e g i s t e r  a  v e h i c l e  i f

-1-  C S H B  44 (Jud)
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( 1 )  t h e  a p p l i c a t i o n  c o n t a i n s  a  f a l s e  o r  f r a u d u l e n t  s t a t e ­
m e n t  ;

( 2 )  t h e  a p p l i c a n t :  f a i l s  t o  f u r n i s h  i n f o r m a t i o n  r e q u i r e d  b y  
t h e  d e p a r t m e n t ;

( 3 )  t h e  a p p l i c a n t  i s  n o t  e n t i t l e d  t o  t h e  i s s u a n c e  o f  a
c e r t i f i c a t e  o f  t i t l e  o r  r e g i s t r a t i o n  u n d e r  t h i s  c h a p t e r ;

( A )  t h e  v e h i c l e  i s  d e t e r m i n e d  t o  b e  m e c h a n i c a l l y  u n s a f e  t o
b o  d r i v e n  o r  m o v e d  o n  a  h i g h w a y ,  v e h i c u l a r  w a y  o r  a r e a ,  o r  o t h e r  
p u b l i c  p r o p e r t y  i n  t h e  [ T H I S ]  s t a t e ;

( 5 )  t h e  d e p a r t m e n t  h a s  r e a s o n a b l e  g r o u n d s  t o  b e l i e v e  t h a t  
t h e  v e h i c l e  w a s  s t o l e n  o r  f r a u d u l e n t l y  a c q u i r e d  o r  t h a t  t h e  g r a n t i n g  
o f  r e g i s t r a t i o n  w o u l d  b e  a  f r a u d  a g a i n s t  t h e  r i g h t f u l  o w n e r  o r  o t h e r  
p e r s o n  h a v i n g  a  v a l i d  l i e n  u p o n  t h e  v e h i c l e ;

( 6 )  t h e  r e g i s t r a t i o n  o f  t h e  v e h i c l e  h a s  b e e n  s u s p e n d e d  o r  
r e v o k e d  f o r  a n y  r e a s o n  u n d e r  t h e  l a w s  o f  t h e  [ T H I S ]  s t a t e ;

( 7 )  t h e  r e q u i r e d  f e e s  c r  t a x e s  h a v e  n o t  b e e n  p a i d ;
( 8 )  t h e  v e h i c l e  o r  a p p l i c a n t  f a i l s  t o  c o m p l y  w i t h  t h i s  

c h a p t e r  o r  r e g u l a t i o n s  a u t h o r i z e d  b y  t h i s  s e c t i o n ;
( 9 )  t h e  v e h i c l e  i s  w i t h o u t  a  c e r t i f i c a t e  o f  i n s p e c t i o n  

r e q u i r e d  u n d e r  A S  2 8 . 3 2 . 0 1 0 ;
( 1 0 )  t h e  v e h i c l e  i s  s u b j e c t  t o  a  s t a t e - a p p r o v e d  l o c a l  

e m i s s i o n  i n s p e c t i o n  p r o g r a m  a d o p t e d  b y  m u n i c i p a l  o r d i n a n c e  u n d e r  
A S  A 6 . 0 3 . 2 1 0 ,  a n d  t h e  v e h i c l e  d o e s  n o t  m e e t  t h e  s t a n d a r d s  o f  t h a t  
p r o g r a m ,  u n l e s s  t h e  v e h i c l e  u s e s  a  f u e l  s o u r c e  t h a t  d o e s  n o t  p r i m a r i l y  
e m i t  c a r b o n  m o n o x i d e ^

( 1 1 )  t h e  a p p l i c a n t  f a i l s  t o  c e r t i f y  t o  t h e  d e p a r t m e n t  t h e  
e x i s t e n c e  o f  a  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o m p l i e s  w i t h  
A S  2 8 . 2 2 . 0 1 0  f o r  t h e  v e h i c l e  b e i n g  r e g i s t e r e d ,  u n l e s s  t h e  o w n e r  o f  t h e  
v e h i c l e  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r  A S  2 8 . 2 0 . A 0 0 ,  o r  i s  e x e m p t e d

C S H B  AA(Jud) ___ _________
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f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r  A S  2 8 . 2 2 . 2 0 0 .
*  S e c .  3 .  A S  2 8 . 1 0 . 0 5 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( b )  U n l e s s  t h e  o w n e r  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r  A S  2 8 . -
2 0 . 4 0 0 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r  
A S  2 8 . 2 2 . 2 0 0 ,  t h e  d e p a r t m e n t  m a y  s u s p e n d  o r  r e v o k e  t h e  r e g i s t r a t i o n  o f  
a  v e h i c l e  t h a t  i s  n o t  i n s u r e d  b y  a  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  
c o m p l i e s  w i t h  A S  2 8 . 2 2 . 0 1 0 .

*  S e c .  4 .  A S  2 8 . 1 0 . 1 1 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
( c )  U n l e s s  t h e  o w n e r  o f  t h e  v e h i c l e  q u a l i f i e s  a s  a  s e l f - i n s u r e r

u n d e r  A S  2 8 . 2 0 . 4 0 0 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  
u n d e r  A S  2 8 . 2 2 . 2 0 0 ,  t h e  d e p a r t m e n t  m a y  n o t  r e n e w  t h e  r e g i s t r a t i o n  o f  a  
v e h i c l e  w i t h o u t  r e c e i v i n g  c e r t i f i c a t i o n  f r o m  t h e  o w n e r  t h a t  t h e  v e h i ­
c l e  i s  i n s u r e d  b y  a  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o m p l i e s  w i t h  
A S  2 8 . 2 2 . 0 1 0 .

*  S e c .  5 .  A S  2 8 . 1 0 . 4 2 1 ( b )  i s  a m e n d e d  t o  r e a d :
( b )  T h e  a n n u a l  r e g i s t r a t i o n  f e e s  u n d e r  t h i s  s u b s e c t i o n  a r e

i m p o s e d  w i t h i n  t h e  f o l l o w i n g  c l a s s i f i c a t i o n s  f o r :
( 1 )  a  p a s s e n g e r  v e h i c l e  o r  m o t o r  h o m e  n o t  u s e d  o r  m a i n ­

t a i n e d  f o r  t h e  t r a n s p o r t a t i o n  o f  p e r s o n s  o r  p r o p e r t y  f o r  h i r e  o r  f o r  
o t h e r  c o m m e r c i a l  u s e ................................................................................................................................... $ 3 6  [ $ 3 5 ] ;

( 2 )  a  p i c k - u p  t r u c k  o r  a  v a n  n o t  e x c e e d i n g  6 , 0 0 0  p o u n d s
u n l a d e n  w e i g h t  a n d  n o t  u s e d  o r  m a i n t a i n e d  f o r  t h e  t r a n s p o r t a t i o n  o f
p e r s o n s  o r  p r o p e r t y  f o r  ’ . x . . e  o r  f o r  o t h e r  c o m m e r c i a l  u s e .............................................
  $ 4 1  [ $ 4 0 ] ;

( 3 )  a  t a x i c a b ...........................................................................................................................$ 7 1  [ $ 7 0 ] ;
( 4 )  a  m o t o r  b u s  w i t h  a  s e a t i n g  c a p a c i t y  f o r  2 0  o r  m o r e

p e r s o n s  a n d  u s e d  e x c l u s i v e l y  f o r  c o m m e r c i a l  p u r p o s e s  i n  t h e  t r a n s p o r t ­
i n g  o f  v i s i t o r s  o r  t o u r i s t s  ............................................................................................................ $ 8 6  [ $ 8 5 ] ;

( 5 )  a  m o t o r c y c l e  o r  a  m o t o r - d r i v e n  c y c l e  . . . .  $ 2 1  [ $ 2 0 ] ;
-3- C S H B  4 4 ( Jud)



■

%

1

2

3

4

5

6

7

8

9

10

11

12

1 3

1 4

1 5

1 6

17

1 8

1 9

20

21

22

2 3

2 4

2 5

2 6

27

2 8

2 9

WORK D R A F T  WORK D R A F T  WORK D R A F T

( 6 )  a  t w o -  o r  f o u r - w h e e l e d  t r a i l e r  n o t  u s e d  o r  m a i n t a i n e d  
f o r  t h e  t r a n s p o r t a t i o n  o f  p e r s o n s  o r  p r o p e r t y  f o r  h i r e  o r  f o r  o t h e r  
c o m m e r c i a l  u s e ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  a  b o a t  t r a i l e r ,  b a g g a g e  
t r a i l e r ,  b o x  t r a i l e r ,  u t i l i t y  t r a i l e r  o r  h o u s e  t r a i l e r  . . .  $ o  [ $ 5 ] .

*  S e c .  6 .  A S  2 8 . 1 0 . 4 2 1 ( c )  i s  a m e n d e d  t o  r e a d :
( c )  T h e  a n n u a l  r e g i s t r a t i o n  f e e s  u n d e r  t h i s  s u b s e c t i o n  a r e

i m p o s e d  a n d  a r e  b a s e d  u p o n  t h e  a c t u a l  u n l a d e n  w e i g h t  a s  e s t a b l i s h e d  b y  
t h e  m a n u f a c t u r e r ' s  a d v e r t i s e d  w e i g h t  o r  u p o n  t h e  a c t u a l  w e i g h t  w h i c h  
t h e  o w n e r  s h a l l  f u r n i s h ,  s u b j e c t  t o  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  
o r  t h e  c o m m i s s i o n e r ' s  r e p r e s e n t a t i v e ,  f o r  a  v e h i c l e ,  i n c l u d i n g  a  m o t o r  
v e h i c l e  p u l l i n g  a  t r a i l e r  o r  s e m i - t r a i l e r , u s e d  o r  m a i n t a i n e d  f o r  t h e  
t r a n s p o r t a t i o n  o f  p a s s e n g e r s  f o r  h i r e ,  e x c e p t i n g  t a x i c a b s  a n d  b u s e s  
u n d e r  ( b )  o f  t h i s  s e c t i o n ,  o r  f o r  t h e  t r a n s p o r t a t i o n  o f  p r o p e r t y  f o r  
h i r e  o r  f o r  o t h e r  c o m m e r c i a l  u s e ,  i n c l u d i n g  a  c o m m e r c i a l  v e h i c l e  s u c h  
a s  a  t r a i l e r ,  s e m i - t r a i l e r , t r u c k ,  w r e c k e r ,  t o w  c a r ,  h e a r s e ,  a m b u ­
l a n c e ,  a n d  t r a c t o r ,  a s  f o l l o w s :

( 1 )  u p  t o  a n d  i n c l u d i n g  5 , 0 0 0  p o u n d s ............................................$ 5 1  [ $ 5 0 ] ;
( 2 )  m o r e  t h a n  5 , 0 0 0  p o u n d s  t o  a n d  i n c l u d i n g  1 2 , 0 0 0  p o u n d s  . 

............................................................................................................................................................................................................................ $ 8 6  [ $ 8 5 ] ;
( 3 )  m o r e  t h a n  1 2 , 0 0 0  p o u n d s  t o  a n d  i n c l u d i n g  1 8 , 0 0 0  p o u n d s

....................................................................................................................................................................................................................  $ 1 5 6  [ $ 1 5 5 ] ;
( 4 )  m o r e  t h a n  1 8 , 0 0 0  p o u n d s ..................................................................... $ 2 2 1  [ $ 2 2 0 ] .

*  S e c .  7 .  A S  2 8 . 1 5 . 2 5 5 ( c )  i s  a m e n d e d  t o  r e a d :
( c )  I n  t h i s  s e c t i o n ,  t h e  t e r m  " p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  

f o r  t h e  f u t u r e "  h a s  t h e  m e a n i n g  g i v e n  i n  A S  2 8 . 2 0 . 6 3 0  [ A S  2 8 . 2 0 . -  
2 3 0 ( b ) ]  a n d  m a y  b e  e s t a b l i s h e d  a s  p r o v i d e d  i n  A S  2 8 . 2 0 .

*  S e c .  8 .  A S  2 8 . 2 0 . 6 3 0  i s  a m e n d e d  t o  r e a d :
S e c .  2 8 . 2 0 . 6 3 0 .  D E F I N I T I O N S  [ D E F I N I T I O N ] ,  I n  t h i s  - . h a p t e r ,  

u n l e s s  t h e  c o n t e x t  o t h e r w i s e  r e q u i r e s ,
CS H B  4 4 ( Jud) -4-
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( 1 )  " j u d g m e n t "  [ " J U D G M E N T " ]  m e a n s  a  j u d g m e n t  t h a t  [ W H I C H ]
i s  f i n a l  b y  e x p i r a t i o n  w i t h o u t  a p p e a l  o f  t h e  t i m e  w i t h i n  w h i c h  a n
a p p e a l  m a y  b e  t a k e n ,  o r  f i n a l  b y  a f f i r m a t i o n  o n  a p p e a l ,  g i v e n  b y  a  
c o u r t  o f  a  [ A N Y ]  s t a t e  o r  o f  t h e  U n i t e d  S t a t e s ,  u p o n  a  c a u s e  o f  a c t i o n  
a r i s i n g  o u t  o f  t h e  o w n e r s h i p ,  m a i n t e n a n c e ,  o r  u s e  o f  a  v e h i c l e  o f  a  
t y p e  s u b j e c t  t o  r e g i s t r a t i o n  u n d e r  t h e  l a w s  o f  t h i s  s t a t e ,  f o r  d a m ­
a g e s ,  i n c l u d i n g  d a m a g e s  f o r  c a r e  a n d  l o s s  o f  s e r v i c e s ,  b e c a u s e  o f  
b o d i l y  i n j u r y  t o  o r  d e a t h  o f  a  p e r s o n ,  o r  f o r  d a m a g e s  b e c a u s e  o f  
i n j u r y  t o  o r  d e s t r u c t i o n  o f  p r o p e r t y ,  i n c l u d i n g  t h e  l o s s  o f  u s e  o f  
p r o p e r t y ,  o r  u p o n  a  c a u s e  o f  a c t i o n  o n  a n  a g r e e m e n t  o f  s e t t l e m e n t  f o r  
s u c h  d a m a g e s j _

( 2 )  " p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  t h e  f u t u r e "  
m e a n s  a n  o w n e r ' s  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o v e r s  a l l  v e h i ­
c l e s  o w n e d  b y  t h e  p e r s o n  t h a t  a r e  s u b j e c t  t o  r e g i s t r a t i o n  i n  t h i s  
s t a t e ,  o r  i f  t h e  p e r s o n  d o e s  n o t  o w n  a  v e h i c l e ,  p r o o f  r e c u i r e d  u n d e r  
A S  2 8 . 2 0 . 3 9 0 .

*  S e c .  9 .  A S  2 8 . 2 2 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
( g )  A  m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  m u s t  p r o v i d e  t h a t  a l l  

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

*  S e c .  1 0 .  A S  2 8 . 2 2  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :
S e c .  2 8 . 2 2 . 6 1 0 .  S H O R T  T I T L E .  T h i s  c h a p t e r  m a y  b e  c i t e d  a s  t h e

A l a s k a  M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t .
*  S e c .  1 1 .  S e c t i o n  9 o f  t h i s  A c t  a p p l i e s  t o  m o t o r  v e h i c l e  l i a b i l i t y  

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

*  S e c .  1 2 .  A S  2 8 . 2 0 . 2 3 0 ( b )  a n d  s e c s .  1 7 ,  1 8 ,  1 9 ,  2 0 ,  a n d  2 3  o f  c h .  7 0 ,  
S L A  1 98*r  a r e  r e p e a l e d .

-5- C S H B  4 4 ( Jud)
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*  S e c .  1 3 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 8 8 .

C S H B  4 4 ( Jud) - 6 -



O f f e r e d :  3 / 1 8 / 8 7
R e f e r r e d :  J u d i c i a r y  an d  F i n a n c e

5 - 0 3 4 0 X

O r i g i n a l  sp o n s o r s :  D o n l e y  and C o l l i n s

1
2
3

4
5

IN T H E  H O U S E
BY  T H E  L A B O R  A N D  
C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 44 (L&C)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e

7 a n d  m o t o r  v e h i c l e  r e g i s t r a t i o n ;  a nd p r o v i d i n g  f o r  an

8 e f f e c t i v e  d a t e . "

9 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

10 * S e c t i o n  1. AS  2 8 . 1 0 . 0 2 1 ( a )  is a m e n d e d  to read:

11 (a) T he o w n e r  of a v e h i c l e  s u b j e c t  to r e g i s t r a t i o n  s h all a p p l y

1 2 f o r  r e g i s t r a t i o n  u n d e r  this c h a p t e r  by p r o p e r l y  c o m p l e t i n g  the f o r m

13 p r e s c r i b e d  by the c o m m i s s i o n e r  u n d e r  AS 2 8 . 0 5 . 0 4 1 .  B e f o r e  the issu-

14 a n c e  of a c e r t i f i c a t e  of r e g i s t r a t i o n  by the d e p a r t m e n t ,  t h e o w n e r

15 s h a l l

16 (1 ) p ay all r e g i s t r a t i o n  fees a n d  taxes r e q u i r e d  u n d e r  this

17 c h a p t e r  a n d  f e d e r a l  h e a v y  v e h i c l e  u se taxes r e q u i r e d  u n d e r  2 6 — -'IT?S. C.

18

r

4 4 8 1  ( I n t e r n a l  R e v e n u e  C o d e  of 1 9 5 4 ) ^

^19 - j | .S  t  (2 ) u n l e s s  the o w n e r  q u a l i f i e s  as a s e l f - i n s u r e r  iinder

A 20 
21
22
23

24

25

26

27

28 

29

A S  2 8 . 2 0 . 4 0 0 ,  or  is__e.xempted f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r  

A S  28 .22. 200 J  c e r t i f y / t o  the department/sfthe e x i s t e n c e  of a m o t o r  

v e h i c l e  liabiliTy~~policy that c o m p l i e s  w i t h  A S  2 8 . 2 2 . 2 0 0  fo r  the 

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

re m a i n  in effe c t  for the t e r m  phe v e h i c l e  is r e g i s t e r e d  p r  u n t i l  the

v e h i c l e  is sold; an d  C
(3) [SHALL] c o m p l y  

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

[ANY] o t h e r  a p p l i c a b l e  s t a t u t e s  a n d

' i ?:
A.

Sec. 2. AS 2 8 . 1 0 . 0 4 1 ( a )  is a m e n d e d  to read: X
(a) T he d e p a r t m e n t  m a y  r e f u s e  to r e g i s t e r  a v e h i c l e  i f  -—

HB0044B

-
j  a CSHB 44(L&C)



f r om o b t a i n i n g  li a b i l i t y  i n s u r a n c e  u n d e r  A S  2 8 . 2 2 . 2 0 0 .

* Sec. 3. AS  2 8 . 1 0 . 0 5 1  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

(b) U n l e s s  the o w n e r  q u a l i f i e s  as a s e l f - i n s u r e r  u n d e r  AS  28.- 

20.403, or is e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r  

AS  28. 2 2 . 2 0 0 ,  the d e p a r t m e n t  m a y  s u s p e n d  o r  r e v o k e  the r e g i s t r a t i o n  of 

a v e h i c l e  that is not i n s u r e d  by  a m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  t hat 

c o m p l i e s  w i t h  AS  2 8 . 2 2 . 0 1 0 .

* Sec. 4. AS  2 8 . 1 0 . 1 1 1  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) U n l e s s  the o w n e r  of the v e h i c l e  q u a l i f i e s  as a s e l f - i n s u r e r  

u n d e r  A S  2 8 . 2 0 . 4 0 0 ,  or  is e x e m p t e d  fro m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  

u n d e r  A S  28 . 2 2 . 2 0 0 ,  the d e p a r t m e n t  m a y  n o t  r e n e w  the r e g i s t r a t i o n  of a 

v e h i c l e  w i t h o u t  r e c e i v i n g  c e r t i f i c a t i o n  f r o m  the o w n e r  that the v e h i ­

cle is i n s u r e d  by a m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  that c o m p l i e s  w i t h  

AS  2 8 . 2 2.010.

* Sec. 5. AS 2 8 . 1 0 . 4 2 1 ( b )  is a m e n d e d  to read:

(b) T h e  a n nual r e g i s t r a t i o n  fees u n d e r  this s u b s e c t i o n  are 

i m p o s e d  w i t h i n  the f o l l o w i n g  c l a s s i f i c a t i o n s  for:

(1 ) a p a s s e n g e r  v e h i c l e  or  m o t o r  h o m e  n ot u s e d  o r  m a i n ­

ta i n e d  f or the t r a n s p o r t a t i o n  of p e r s o n s  o r  p r o p e r t y  f or h i r e  or  for 

o t h e r  c o m m e r c i a l  u s e ................................................. $36 [$35];

(2 ) a p i c k - u p  t r u c k  or a v a n  n^ c e x c e e d i n g  6 , 0 0 0  p o u n d s  

u n l a d e n  w e i g h t  and n ot u s e d  or m a i n t a i n e d  for the t r a n s p o r t a t i o n  of

p e r s o n s  or  p r o p e r t y  f o r  h i r e  or for o t h e r  c o m m e r c i a l  u se .................

  1 4 1  [$40];

(3) a t a x i c a b ............................................ $ 71 [$70];

(4) a m o t o r  bus w i t h  a s e a t i n g  c a p a c i t y  for 20 or  m o r e  

p e r s o n s  a nd u sed e x c l u s i v e l y  for c o m m e r c i a l  p u r p o s e s  in the t r a n s p o r t­

ing of v i s i t o r s  o r  t o u r i s t s  $86 [$85] ;

(5) a m o t o r c y c l e  or a m o t o r - d r i v e n  c y c l e  . . . .  $21 [$20];

HB0044B -3- CSHB 44(L&C)



1 ( 1 )  "judgment" ["JUDGMENT"] means a j u d g m e n t  t h a t  [WHICH]

2 i s  f i n a l  by e x p i r a t i o n  w i t h o u t  a p p e a l  o f  t h e  t i m e  w i t h i n  w h i c h  an

3 a p p e a l  may be  t a k e n ,  o r  f i n a l  by a f f i r m a t i o n  on a p p e a l ,  g i v e n  by a

4 c o u r t  o f  a [AMY] s c a t e  o r  o f  t h e  U n i t e d  S t a t e s ,  up on  a c a u s e  o f  a c t i o n

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

6 t y p e  s u b j e c t  t o  r e g i s t r a t i o n  u n d e r  t h e  laws  o f  t h i s  s t a t e ,  f o r  dam-

7 a g e s ,  i n c l u d i n g  damages  f o r  c a r e  and l o s s  o f  s e r v i c e ' , b e c a u s e  o f

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

9 i n j u r y  t o  o r  d e s t r u c t i o n  o f  p r o p e r t y ,  i n c l u d i n g  t h e  l o s s  o f  u s e  o f

10 p r o p e r t y ,  o r  upon a c a u s e  o f  a c t i o n  on an agr eem ent  o f  s e t t l e m e n t  f o r

11 su ch dam age sj

12 ( 2 )  " p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  / ' f o r  t h e  f u t u r e "  |

13 means an o w n e r ' s  motor  v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o v e r s  a l l  v e h i -)
14 (  c l e s  owned^bj  t h e  p e r s o n  t h a t  a r e  s u b j e c t  t o  r e g i s t r a t i o n  i n  t h i s

15 s t a t e ,  o r  i f  t h e  p e r s o n  d o e s  n o t  own a v e h i c l e ,  p r o o f  r e q u i r e d  u n d e r  

AS 2 8 . 2 0 . 3 9 0 .

* S e c .  9 .  AS 2 8 . 2 2 . 0 1 0  i s  amended by a d d i n g  a new s u b s e c t i o r y ^ t o  re a d :

( g )  A m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  must  p r o v i d e  t h a t  a l l

arbitr .a, t iodi  o r  m e d i a t i o n  s h a l l  be  p a i d  a s / a  p a r t  o f  tHe a r b i t r a t i o n  

award.

* S e c .  10 .  AS 2 8 . 2 2  i s  amended by a d d i n g  a new s e c t i o n  t o  re a d :

S e c .  2 8 . 2 2 . 6 1 0 .  SHORT TITLE. T h i s  c h a p t e r  may be  c i t e d  as  t h e

A la s k a  Mandatory  A u t o m o b i l e  I n s u r a n c e  A c t .

* S e c .  1 1 .  S e c t i o n  9 o f  t h i s  A c t  a p p l i e s  t o  motor  v e h i c l e  l i a b i l i t y

26 i n s u r a n c e  p o l i c i e s  e n t e r e d  i n t o  o r  ren ew ed  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s

27 A c t .   ________

28 *  S e c .  12 .  <-AS 2 8 . 2 0 . 2 3 0 ( b )  a n c K s e p s .  1 7 , 7 / 1 8 ) ^ a n d / 2 3  o f  ch .  7 0 ,

29 SLA 1984 a^re r e p e a l e d ^ )
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5-0340Xa 
F o r d

By Bnniey~

P a g e  1, l i n e  21: \
4 f K  \  /

" c e r t i f y "  S< Z ^ C? ^ ' \ / " '  

I n s e r t  " p r o v i d e  p r o o f " \  

A f t e r  " d e p a r t m e n t " i n s y t V ' o f "

EXPLANATI<

CS HB 44/ (L<5cC) re qu i r es  that a person " c e r t i f y  to the Department 
the ex i s t e n ce  of a motor v e h i c l e  pNo l i c y "  in order to r e g i s t e r  
a v e h i c l e .  The House Labor and Commerce Committee,  in adopting 
the Connmi t tee S u b s t i t u t e ,  be l i eved that t h i s  language requi red 
a person to a c t u a l l y  show proof of l i a b i l i t y  insurance ( i . e .  a 
copy of the p o l i c y ,  a p o l i c y  number, or a binder of some s o r t ) .

O f f e r e d  i n  t h k  HOUSE 

TO:  CSHB W l &C)

Amendment //I makes makes i t  c l e a r  that  you have to provide proof 
as opposed to s imply s igning  a f orm swear i ng that you have l i a b i l i t y  
i nsurance.



O f f e r e d  i n  t h e  HOUSE By

TO:  CSHB 44(L&C) ^

P a g e  1, l i n e  24, a f t e r  " r e g i s t e r e d 11:

I n s e r t  " a n d  b e i n g  d r i v e n  o n  a  h i g h w a y ,  v e h i c u l a r  w a y ,  o r  a r e a , "

EXPLANATION:

Amendment //2 addresses a concern expressed in the Departments 
March 20 p o s i t i o n  paper.  The current  CS requi res  that you s ign 
a form swearing that you w i l l  mainta in  l i a b i l i t y  insurance and 
that the p o l i c y  " w i l l  remain in e f f e c t  for  the term the v e h ic l e  
i s  r e g i s t e r e d  or u n t i l  the v e h i c l e  i s  s o l d " .

Th i s  amendment would a l low a person to l e t  th e i r  l i a b i l i t y  
insurance lapse when they were not using the v e h ic le  for  an 
extended per iod of t ime,  even thoughhthe v e h ic l e  may s t i l l  
be r e g i s t e r e d .

-1- 3/30/87



5-0340Xc 
F o r d  -

A M E N D M E N T  =#-3

O f f e r e d  i n  t h e  HOUSE By

TO:  CSHB 44(L&C)

P a g e  4,  l i n e  25:

D e l e t e  " f o r  t h e  f u t u r e "  

I n s e r t  " [ F O R  THE FU T U R E ] "

P a g e  5,  l i n e  12:

D e l e t e  " f o r  t h e  f u t u r e "

EXPLANATION:

Th i s  amendment was draf ted in response to concerns l i s t e d  in 
the Department ' s  March 20 p o s i t i o n  paper.

The e f f e c t  of Amendment #3 i s  to de f ine  "proof  of f i n a n c i a l  
r e s p o n s i b i 1i t y "  for  the purposes of automobi le l i a b i l i t y  insurance.  
The phrase " f o r  the f u t u r e "  was e l im inated  because i t  was assumed 
that the Department could apply the d e f i n i t i o n  of "proof  of 
f i n a n c i a l  r e s p o n s i b i l i t y "  as i t  would appear in HB 44 a f t e r  
t h i s  amendment i s  adopted.

-1- 3/30/87



5-0340Xd-
Ford

O f f e r e d  i n  t h e  HOUSE 

TO:  C3HB 44(L&C)

P a g e  1, a f t e r  l i n e  9:

I n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c t i o n  1. AS 21 .89.020 i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o

r e a d :

( f )  An  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  p o l i c y  m u s t  p r o v i d e  t h a t

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

a r b i t r a t i o n  o r  m e d i a t i o n  s h a l l  b e  p a i d  a s  a  p a r t  o f  t h e  a r b i t r a t i o n  

a w a r d . "

P a g e  1, l i n e  10:

D e l e t e  " *  S e c t i o n  1 . "

I n s e r t  " *  S e c .  2 . "

R e n u m b e r  r e m a i n i n g  b i l l  s e c t i o n s  a c c o r d i n g l y .

P a g e  5,  l i n e s  17 - 21;

D e l e t e  a l l  m a t e r i a l

R e n u m b e r  r e m a i n i n g  b i l l  s e c t i o n s  a c c o r d i n g l y .

A M E N D M E N T

Page 5, l in e  25:

-1- 3/31/87
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F o r d

;

D e l e t e  " 9 "

I n s e r t  " 1 "

D e l e t e  " m o t o r  v e h i c l e "  

I n s e r t  " a u t o m o b i l e "

- 2 - 3/31/87



* S e c .  3.  AS 28.10.051 i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( b )  U n l e s s  t h e  o w n e r  q u a l i f i e s  a s  a  s e l f - i n s u r e r  u n d e r  AS 28 . -

20 .400,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  u n d e r  

AS 28 .22 .200 ,  t h e  d e p a r t m e n t  m a y  s u s p e n d  o r  r e v o k e  t h e  r e g i s t r a t i o n  o f  

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

c o m p l i e s  w i t h  AS 28 .22 .010 .

* S e c .  4.  AS 28.10.111 i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( c )  U n l e s s  t h e  o w n e r  o f  t h e  v e h i c l e  q u a l i f i e s  a s  a  s e l f - i n s u r e r

u n d e r  AS 28 .20 .400 ,  o r  i s  e x e m p t e d  f r o m  o b t a i n i n g  l i a b i l i t y  i n s u r a n c e  

u n d e r  AS 28 .2 2 .2 00 ,  t h e  d e p a r t m e n t  m a y  n o t  r e n e w  t h e  r e g i s t r a t i o n  o f  a 

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

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

p l i e s  w i t h  AS 28 . 22. 01 O y ^ ^ ^ x  c .  j  i c A f ^

*^_Se c-.— 5-j— A-S 28- 1-0 is ai<iEi?d^hby~~add~ing a n e w  s e c t i o n  to read":

S e c .  28 .10 .115 .  N O T I F I C A T I O N  OF CANCELLAT ION .  An  i n s u r e r  s h a l l  

n o t i f y  t h e  d e p a r t m e n t  w i t h i n  10 d a y s  a f t e r  t h e  c a n c e l l a t i o n  o f  a  m o t o r  

v e h i c l e  l i a b i l i t y  p o l i c y  i s s u e d  b y  t h e  i n s u r e r  W T tn 'in  t h e  p r e c e d i n g  

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

.0 10  i s  a m e n d e d  b y  a d d i n g  a  n ew  s u b s e c t i o n  t o  r e a d :

( g )  A m o t o r  v e h i c l e  l i a b i l i t y  p o l i c y  m u s t  p r o v i d e  t h a t  a l l

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

a r b i t r a t i o n  o r  m e d i a t i o n  s h a l l  b e  p a i d  a s  a p a r t  o f  t h e  a r b i t r a t i o n

* a w a r d .

*  S e c .  7.  AS 28.22 i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  28 .2 2 .6 1 0 .  SHORT T I T L E .  T h i s  c h a p t e r  m a y  b e  c i t e d  a s '  t h e

' A l a s k a  M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t " .
*  S e c .  8.  S e c t i o n  6 o f  t h i s  A c t  a p p l i e s  t o  m o t o r  v e h i c l e  l i a b i l i t y

-3- CSHB 44(L&C)



■

tuxiity for n hearing 

person't license is 

r this section.

2CW. A person who 

- 2b, 2V, 21,0 thnr the 
to eislcod n public 
* close A olsdir.ean-

A pernon whose 

proof o! financial 

*cfcrc lull drivinr 

rilej'fs .ire granted

i l i ly  under AS 2R.20 

low ing  r x p im e lo n  o f

provision in this 

r vehicle liability 

-ptims, exclusions, 

•quirrrrents of this

on of this chnpror, 

r to nny person or 

he chapter and the 

astar.res other than

er, "cotor vehicle 

operator's policy

H M  SI.A CH 70

11.J!'
i
.!!

i  
61'
!
’iijl 
B ’■
l!
6;:i.11.
■i

t
13!!

13
14

1£r

10'
li

II i'
I1

<0|,
I'

!!>’i
70

Chapter 70

containing an agreement or endorsement and issued by an insurance

carrier authorised to tranaact buslneca in the otate to or for the 

benefit of the person named as insured.

* See. 14. AS 28.35.260(e) is amended by adding a new paragraph to

read:

(19) "undcrinoured motor vehicle" means a motor vehicle

licensed for highway use with respect to ownership, operation, mainte­

nance, or use for which there is a bodily injury or property damage 

insurance policy or a bond applicable at the time oi on accident and 

the amount of insurance or bond

(A) is less than the limit for uninsured nnd under- 

insured coverage ol the insured's policy) er

(b) has been reduced by payments to persons other than 

on insured, injured in on accident, to less than the limit for 

uninsured nnd undcrlnsured coverage ef the Insured's policy.

* See. IS. AS 28.20.390(3), 28.20.490. nnd 28.20.S8S are repcalid.

* See. 16. The Department of )'ub)ic Safety shall conduct a public 

information campaign designed to educate the public about changes in the 

motor vehicle code implemented by this Act nnd the potential penalties for 

failure to comply,
* Sec. 17. AS 28.10.021 (b), AS 28.15.061 (c), 28.IS .OKI (a) ((•). and 

AS 28.27 and seer.. 1 nnd 16 of thin Act are repealed January 1, )US9.

* Sec. 18. AS 21 .89.020(a) is amended to read:

(a) An auromubile liability policy that insures an owner or 

operator of a motor vehicle against loss resulting from liability for 

bodily Injury or death, or for property injury or destruction, or 

both, that ic sold in the state, shall contain limits in at least the 

amount prescribe!' for a motor vehicle liability policy in AS 28.20.440 
IAKD AS 28.22.010)

CCSHb 7
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* Sic. 1 9 . /•!> 21.£ 9 .020(e) i attended to read:

(r) An inrur.ir.ct ccspany offering autorr.bile liability insurance 

in rl.i ■ state for bodily injury or death shall offer coverage pre­

scribed in AS 28.20.̂ 40 and 2B.2f.445, (Or. AS 2b.22.010 - 28.22.130,1 

with liritr. equal tr at least the 1 ir.lt purchased voluntarily to cover 

the insured person's liability for bodily injury or death, for the 

prelection of the prrFffie insured under the policy who are legally 

entitled to recover d.:r.»; t r for bodily injury or death frco owners or 

operators of uninsured or underim,ur«d notor vehicles. The licit 

vrit ten nay r.ot be less than the lir.: f in AS 2S.IC.440 (OK AS ?fc. 22.- 

0101.
r Sec. 20. AS 21.89.020fd) ir. attended t o  read:

(d) An insurance ccr,pany offering nutetrobile liability insurance 

in thir state for injury to or destruction oi property rhall offer 

coverage prercribid ii. AS 2B.2ft.U0 and 2R.20.4i5. (OR AS 2e.22.0JD - 

28.32.130.| with linlts r.ot less than those prescribed In AS 28.20.440 

(0: AS 23.22.CIO,) to cover the insured person's liability for injury 

to or destruction of property, for th.® protection of the persons 

insured under the policy who are legally entitled to recover damage?, 

fcr injury to or destruction of the covered net ot vehicle frcr. owners 

or ope: r.tors of uninsured or undcrinr.ured rotor vehicles.

* fee. 21. Section: x - 15 rf thir. Act t«.»e effect January 1, 19F5.
* hie. 22. Section }C of this 'Art rnhrt. effect October 1, 19S4.

* Sec. 23. Sectirnr. lb, 19, r.m! 20 rf thir Act toVc effect January 1, 

1989.
?c
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GENERAL FUND 
FEDERAL FUNDS 
U illE R  
i n r .M .

177.1 262.A 270.A 278.5 286.8

17 7. i 2t>2 . A 2/t l .A l  /8. :> 28b . 8

POSITIONS:

FULL-TIME
PART-TIME
TEM PORARY

6 6 6 6 6

ANALYSIS : (Attach a separate page if necessary)
E f f e c t i v e  d a t e  o f  J a n u a r y  1 ,  1 9 S 8 .  T h e r e f o r e ,  e x p e n d i t u r e s  and r e v e n u e  
a r e  f o r  h a l f  o f  FYS8, w i t h  f i r s t  f u l l  y e a r  b e i n g  PY89.

A 3% i n f l a t i o n  f a c t o r ,  and i n c r e a s e  i n  v e h i c l e s ,  was  u s e d  f o r  FY89 and
s u b s e q u e n t  v e a r s .  . h i  n(i lYcparcd b y : 1_______________ C h a r l e s  U. HosnckAjM ,.-.r *■ phonc . 2 6 9 - 5 a 5 1

Division: _________________ Motor Vein el os ■->____ I______  Dair A-K-S7_____
/ / I

Approved by Commissioner: ^ I'DiocO C  Date : - '■ / r'.. /.“• ~7
Agency: __________________ P u b l i c  S a t ' c t y --------------------------------
Distribution (by preparer ):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency!ies) t page— 1_ of
Senate Secretary 1



CONTINUATION of FISCAL NOTE ANALYSIS
F o r  !>i 11 , ' 'Resolut ion N o .  CSUli 44 ( . h i d )

ANALYSIS;

T h e r e  a r e  a p p r o x i m a t e l y  4 5 0 , 0 0 0  m o t o r  v e h i c l e s  f o r  w h i c h  p r o o f  o f  i n s u r a n c e  
w i l l  b e  r e q u i r e d  p r i o r  t o  r e g i s t r a t i o n ,  and f o r  w h i c h  t h e  ow ne r  m u s t  c e r t i f y  
c o v e r a g e  w i l l  r e m a i n  i n  e f f e c t .  The  c h e c k i n g  and p r o c e s s i n g  o f  t h e  i n s u r a n c e  
p a p e r s ,  and t h e  c e r t i f i c a t i o n ,  w i l l  r e q u i r e  e x t r a  t i m e  a t  t h e  f i e l d  o f f i c e s ,
and f o r  t h e  m a i l - o u t  r e n e w a l  p r o g r a m .  I t  i s  e s t i m a t e d  t h a t  a p p r o x i m a t e l y
20-30% o f  t h e s e  v e h i c l e s  w i l l  b e  r e f u s e d  r e g i s t r a t i o n  up on f i r s t  a p p l i c a t i o n  
b e c a u s e  t h e  o w n e r  d o e s  n o t  h a v e  p r o p e r  p r o o f  a t  t i m e  o f  a p p l i c a t i o n .  T h i s  
w i l l  r e q u i r e  a s e c o n d  t r i p  t o  d i v i s i o n  o f f i c e s  when t h e  p r o p e r  p r o o f  i s  
o b t a i n e d

EXPENDITURES;
P e r s o n a l  S e r v i c e s

4 MVR I I ,  Ran ge  9 ,  A n c h o r a g e
2 MVR I I ,  Ran ge  9 ,  F a i r b a n k s

C o n t r a c t u a l
P r o f e s s i o n a l  S e r v i c e s

DP p r o g r a m  m o d i f i c a t i o n  ( c o n t r a c t )  
C o m m u n i c a t i o n s

P o s t a g e  -  r e t u r n  m a i l i n g  f o r  i n c o r r e c t  
r e n e w a l s ,  and g e n e r a l  c o r r e s p o n d e n c e  

P r i n t i n g  and A d v e r t i s i n g  
Forms
A d v e r t i s i n g  

D a t a  P r o c e s s i n g
DP N e t w o r k  C o n n e c t  -  6 t e r m i n a l s  

@ $ 1 , 5 0 0  e a c h  
DPS I n f o  S y s t e m s  c h a r g e b a c k  J $ 4 7 5  

p e r  month p e r  t e r m i n a l  
CRT m a i n t e n a n c e  & $ 9 0 0  a n n u a l l y  e a c h  

E q u i p m e n t  L e a s e
6 CRT t e r m i n a l s  and p r i n t e r s  Q $ 2 0 6  p e r  month e a c h

C o m m o d i t i e s  "
Normal  o f f i c e  s u p p l i e s

E q ui pm ent
4 c o u n t e r  s t o o l s  @ $ 3 5 0  1 . 4  1 . 4

TOTAL 1 7 7 . 1

REVENUE:
$ 5 . 0 0  p e r  y e a r  i n c r e a s e  i n  r e g i s t r a t i o n  L e e s  f o r  v e h i c l e s  u n d e r  
AS 2 8 . 1 0 . 4 2 1 ( b )  and ( c ) . 2 1 0 , 0 0 0  x $ 5 . 0 0  = $ 1 , 0 5 0 , 0 0 0  f o r  FY88.

* 0 n e  t i m e  c h a r g e s  -  f i r s t  y e a r  o n l y .

5 9 . 6
3 2 . 4

36. 0*

4 . 4

1 . 5  
5 . 0

9. 0*

1 7 . 1
2 . 7

9 2 . 0

.6

8 3 . 1  

•. 6

a . L 
pace £ _  nr  Z



I’osilion Title Motor Vehicle Representative II
l im e  Status Staff Months

PFT 48

T ype  o f  Expenditure Amount

1 2 3
Salary 42,840
Benefits 10,710
Premium Pay
Oilier 6,055

Tnlal Personal Services SO . 11

Travel
C ontrac iual 21.2
C o m m o d a te s . 4
Equipment 1 . 1
Oilier

Tolal  Cost 82.3

Funding Source for Tolal Cost

Federal Receipts 1002
G. F. M atch 1003
General Fund |7 0 4 82.3
l-A Receipts 1006

CIP Receipts 1061

Other

No. o f Positions Kangc/Step
•J li

Location
A n c h o r a g e

Uorg. Unit ecu
Election District 

7-15
Justif ica t ion

T h e s e  p o s i t i o n s  w o u l d  work t h e  p u b l i c  
c o u n t e r  t o  i s s u e  m o t o r  v e h i c l e  r e g i s t r a ­
t i o n s  and t i t l e s .  Would a s s i s t  t h e  
p u b l i c  by r e s p o n d i n g  t o  i n q u i r i e s  
c o n c e r n i n g  m o t o r  v e h i c l e  i n s u r a n c e  
r e q u i r e m e n t s .

When n e c e s s a r y  t h e s e  p o s i t i o n s  w i l l  
a s s i s t  t h e  m a i l  o u t  s e c t i o n  i n  p r o ­
c e s s i n g  r e n e w a l s  and v e r i f i c a t i o n s  o f  
i n s u r a n c e .

( F i g u r e s  a r e  f o r  o n e - h a l f  o f  FY88 du e  
t o  e f f e c t i v e  d a t e  o f  1 - 1 - 8 8 . )

R e q u e s t  F o r
N e w  P o s i t io n

■ Agency 

BRU 

Component

Pnblir Sn forv

M o t o r  V e h i c l e s

F i e l d  S e r v i c e s
Page 3 of 4
Revised Date

F Y  88



 . "■ ' '

Position Title M oto r  V e h i c l e  R e p r e s e n t a t i v e  I I
I une Status

PFT

Staff Months

2A

Type of Expenditure Amount
1 2 3

Salary 2 3 ,  A60
Benefits 5 , 8 6 5
Premium Pay
Oilier 3 , 0 2 7

Total Personal Services 3 2 . / .
Travel
Contractual 1 0 . 6
Commodities » —
(equipment f• <4
Utiicr

Total Cost A 3 . 8

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004 A 3 . 6
1-A Receipts 1006
CIP Receipts 1061
Other

No. of Positions Range/Step
«JE

Location
F a i r b a i  k s

Uarg. Unit
GGU

Flection District
1 9 - 2 1

Justification

' l l i e se  p o s i t i o n s  w o u l d  work t h e  p u b l i c  
c o u n t e r  t o  i s s u e  m o t o r  v e h i c l e  r e g i s ­
t r a t i o n s  and t i t l e s .  Would a s s i s t  t h e  
p u b l i c  by r e s p o n d i n g  t o  i n q u i r i e s  
c o n c e r n i n g  m o t o r  v e h i c l e  i n s u r a n c e  
r e q u i r e m e n t s .

( F i g u r e s  a r e  f o r  o n e - h a l f  o f  FY88  du e  
t o  e f f e c t i v e  d a t e  o f  1 - 1 - 8 8 . )

R e q u e s t  F o r
N e w  P o s i t io n

Agency

BRU

Component

Pub 1 i r f-'-jfety

M o to r  V e h i c l e s Page 4 of A
F i e l d  S e r v i c e s  . Revised Dale

F Y  88
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S T A T E  O F  A L A S K A  19S7 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E  CSUB 44 (LSC)
RillVprnnn: Work D r a f t  d a t e d 3 - 1 2 - 8 7

REOIIFST: Publish Date : _____________________

Revision Date:___________________________________ Agency Affected: P u b l i c  S a f e t y
Tide : An Act r e l a t i n g  t o  m o to r  v e h i c l e  .  Mocor V e h i c l e s

l i a b i l i t y  i n s u r a n c e  and mocor  v e h i c l e . . .
Sponsor: — Donley  Components : _______ L ield Services
Requestor: House Labor fr Commerce_____

K X P F.N D ITU R F.S/ R F. V EN U F.S: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

1 4 . q 3 0 , 7 3 1 . 6

1 . 4 2 . 9 3 . 0
. 3 .4 . 4

TOTAL OPERATING 1 6 . 6 3 4 . 0 3 5 . 0 - 0 - - 0 -  i;

CAPITAL

REVENUE 206.0 416.1 420.3 424.5 4 2 8 . 7

FUNDING: (Thousands of Dollars)

GENERALFUND 
FEDERAL FUNDS 
CJrilER 
TOTAL

1 6 . 6 3 4 . 0 3 5 . 0 - 0 - - 0 -

___  ^ .... vL.Q ..... , - 0 - " - 0 -

POSITIONS:

FULL-T1ME
PART-TIME
TEMPORARY

1 1 1 0 0

ANALYSIS:  (Attach a separate page if necessary)

See  Page 2 .

Prepared by 
Division :

v'^BiB i l l  Brown
Motor  V e h i c l e s

Approved by Commissioner: ,J f;
Agency* Public Safety

Phone; 
Date:.

Date:

Distribution (by preparer ): 
Legislative Finance 
Legislative Sponsor

Office of Management and Budget 
Impacted Aeency(ies)
Senate Secretary

465-4335
3 - 1 7 - 8 7

page o f



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. CSHB 44 (L4C)

Work D r a f t  d a t e d  3 - L 2 - 8 7

EXPENDITURES:

Th is  f i s c a l  n o t e  i s  p r e p a r e d  u n d e r  t h e  a s s u m p t i o n  t h e  p e r s o n  r e g i s t e r i n g  
a v e h i c l e  m u s t  a f f i r m  t h e y  h a v e  i n s u r a n c e ,  and w i l l  c o n t i n u e  t o  c a r r y  
t h e  i n s u r a n c e  when t h e  v e h i c l e  i s  i n  o p e r a t i o n .  The w o r d i n g  o f  t h e  
d r a f t  d o e s  n o t  r e q u i r e  p r o o f  o f  i n s u r a n c e  up f r o n t  a s  i n d i c a t e d  i n  t h e  
memorandum d a t e d  3 - 1 2 - 8 7 ,  w h i c h  ac c o m p a n ie d  t h e  d r a f t ,  n o r  a s  r e q u i r e d  
i n  t h e  o r i g i n a l  b i l l .

As a r e s u l t  o f  e x p e r i e n c e  g a i n e d  from t h e  E m i s s i o n  I n s p e c t i o n  Program  
i t  i s  r e a l i z e d  t h e  r e n e w a l  by m a i l  form w i l l  n o t  a l w a y s  b e  a d e q u a t e l y  
c o m p l e t e d  i n  r e g a r d  t o  c e r t i f y i n g  i n s u r a n c e  i s  i n  e x i s t e n c e ,  t h u s  some  
w i l l  n e e d  t o  b e  r e t u r n e d  t o  t h e  a p p l i c a n t .  Of t h e  4 1 2 , 0 0 0  r e g i s t r a t i o n s  
p r o c e s s e d  i n  1 9 8 6 ,  1 1 0 , 0 0 0  w e r e  r e n e w a l s  by m a i l .  I t  i s  e s t i m a t e d  10% 
o f  t h e  r e n e w a l s  by m a i l  w i l l  b e  i n c o m p l e t e  i n  r e g a r d  t o - i n s u r a n c e .  The  
one  p o s i t i o n  r e q u e s t e d  i s  t o  a s s i s t  t h e  m a i l - o u t  r e n e w a l  prog ram.  A f t e r  
th e  p r o g r a m  i s  i n  o p e r a t i o n  f o r  a  c o u p l e  y e a r s  t h e r e  w i l l  be  l e s s  r e j e c t ­
ed a p p l i c a t i o n s ,  and t h e  p o s i t i o n  w i l l  no l o n g e r  b e  r e q u i r e d .

PERSONAL SERVICES:

1 M o t o r  V e h i c l e  Rep.  I I ,  A n c h o r a g e ,  9B 1 4 . 9

CONTRACTUAL:

P o s t a g e ,  6 , 2 5 0  x  $ . 2 2  1 . 4

COMMODITIES:

E n v e l o p e s  »2
O t h e r  n o r m a l  o f f i c e  s u p p l i e s  .1

TOTAL 1 6 . 6

The a b o v e  i s  f u n d i n g  f o r  o n e - h a l f  y e a r  b e c a u s e  o f  e f f e c t i v e  d a t e  o f  
Jan uar y 1 ,  1 9 8 8 .

A 3% i n f l a t i o n  f a c t o r  was u s e d  f o r  FY89 and s u b s e q u e n t  y e a r .

REVENUES:

4 1 2 . 0 0 0  v e h i c l e s  w e r e  r e g i s t e r e d  i n  1 9 8 6 .  R e v e n u e  i n c r e a s e  f o r  FY88 
i s  f o r  o n e - h a l f  y e a r  b e c a u s e  o f  e f f e c t i v e  d a t e  o f  J a n u a r y  1 ,  1 9 8 8 .
4 1 2 . 0 0 0  d i v i d e d  by  o n e - h a l f  = 2 0 6 , 0 0 0  x $ 1 . 0 0  f e e  i n c r e a s e  = $ 2 0 6 , 0 0 0 .

A 1% g r o w t h  f a c t o r  was u s e d  f o r  FY89 and s u b s e q u e n t  y e a r s .



Posit ion Title
Motor V e h i c l e  R e p r e s e n t a t i v e  I I

No. o f  Positions Range/Step Rarg. Unit
One 9B GGU

l im e  Status Staff Months

PFT 12
Location Election District 

An c h o r a g e  7 - 1 5

■ ' '  r i:'- ■■ |:i; Justification

Type of Expenditure Amount
P r o c e s s  r e g i s t r a t i o n  a p p l i c a t i o n s  r e c e i v e d  
u n d e r  t h e  m a i l - o u t  r e n e w a l  program .  I n s p e c t  
a p p l i c a t i o n s  r e t u r n e d  f o r  c o m p l e t e n e s s .
R e tu rn  a p p l i c a t i o n s  w h ic h  a r e  i n c o m p l e t e  
w i t h  i n s t r u c t i o n s  on how t o  c o r r e c t .  P e r f o r m  
d a t a  e n t r y  f o r  p r o p e r l y  c o m p l e t e d  a p p l i c a t i o n s  
and se n d  r e n e w a l  r e g i s t r a t i o n  and t a b s  to  
a p p l i c a n t .

F i g u r e s  a r e  f o r  o n e - h a l f  y e a r  b e c a u s e  o f  
e f f e c t i v e  d a t e  o f  J a n u a r y  1 ,  1 9 8 8 .

1 2 3
Salary 1 0 . 7 1 0
benefi ts 6 . 1 9 1
Premium Pay ; • •' '
Other " *>.. > •' : '-V-:-

Total Personal Services .16.9
Travel
Contractual 1 . 6
Com modit ies •3
Equipment
Other

Tolal Cost 1 6 . 6

Funding Source for Tolal Cost

Federal Receipts 1002
Ci. F. Match 1003
General Fund 1001 1 6 . 6
l-A Receipts 1006

CIP Receipts 1061

Other |

; • : ->;s ' -fe ■ t=

R e q u e s t  F o r
N ew  P o s it io n

• Agency P u b l i c  S a f e t y

DRU  Motor  V e h i c l e s

Component   Field Services
Paiic 3 of 3 
Revised Dale



- JMaska jstate ^legislature

JMouse of Jtepreseutaiiijes

March 12, 1S87 

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

From: Representative Dave Donley

Re: Proposed CS for HB 44 - Mandatory Automobile
Insurance

Last week, the Committee asked that two versions of a proposed 
CS for HB 44 be drafted for your review. There are three 
versions in your bill file, the first being the CS the 
Committee adopted for’discussion purposes during our February 
meeting.

The three versions are dated at the top right-hand corner.
The different elements in the bills are as follows:

V M 1 0 H OF PROPOSED CS
3/6/87 3/9/87 3/12/87$

1. Proof of Insurance up front X
1

X

2. Affirmation under oath that 
vou have insurance X

3. Affirmation under oath to 
maintain insurance X

«

X

4. Arbitration Clause X X X

5. Notification of Cancellation YES YES
!

NO j

6. SR 22 Language X X

7. Definitions X X

8 . Raise registration fees X |



_ ■
. • - -

Page ....... 2
CS HB 44 fL&Cn

1 .  Proof of Insurance " u p  front” means that you have to bring 
proof to the Department that you have liability insurance in 
order to register your vehicle.

2. Affirmation that you have insurance means that you sign a 
form under, oath that you have insurance, but you will not have 
to provide proof.

3. Affirmation that you will maintain insurance means that 
you sign an affirmation under oath tuat you will maintain 
liability insurance until the vehicle is sold.

4. Arbitration clause provides that the cost of arbitration 
should be covered as part of the settlement (all versions have 
this language).

5. Notification of Cancellation means that an insurance 
company has to notify the Department if a policy is cancelled 
within 6 months of registration. Removal of this section 
means there will be no enforcement by the Department and will 
result in substantially less fiscal impact.

6. SR 22 Language - SR22 - "proof of financial responsibility" 
must be filed when you have been involved in an accident.
There is a problem with the existing statute in that you are 
only required to show proof of insurance on a vehicle, not all 
vehicles you may drive. Drafts dated 3/9/87 and 3/12/87 
contain language that corrects this defect and requires 
insurance on every vehicle you may drive.

7. Definitions - Drafts dated 3/9/87 and 3/12/87 contain 
definitions that include language to correct problems with the 
SR22 (see #6).

8. Raise registration fees - Draft dated 3/12/87 raises the 
cost of registration by $1.00 to cover any costs to the 
Department for implementing the proof/affirmation system.
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R E P R E S E N T A T I V E  D A V E  D O N L E Y

ALASKA STATE LEGISLATURE P.O. BOX V. JUNEAU 1

DISTRICT ELEVEN . SPENARD I'VD 4<v 'V:

Wednesday, January 13, 1988
AM -

SUMMARY OF COMMITTEE SUBSITUTES AND REPORTS ON 
HB 44 - MANDATORY AUTOMOBILE INSURANCE 
Prepared by Representative Dave Donley

C H A I R M A N

1 i ' K • . I ‘ * >. 'MMbRCh 
■ CMMITTD:

M K M D E R

•. L AhKAiil'* ■ l \ !ITT1:i;
H E a W H E I ' I  c a t :, -N a L 

• !•. KS, < MMITTEE
1. AT !> NAi. TRAi rl 

'I T  i C M M I T T E E

HOUSE LABOR AND COMMERCE COMMITTEE:

HOUSE L&C CS ADDED A $1 RAISE IN ALL VEHICLE REGISTRATION 
FEES, "FIXED" THE SR 22/PROOF OF FINANCIAL RESPONSIBILITY 
PROBLEM (YOU NOW HAVE TO HAVE INSURANCE ON ANY AND ALL 
VEHICLES YOU DRIVE) AND DELETED LANGUAGE REQUIRING 
NOTIFICATION OF CANCELLATION OF INSURANCE FROM ORGINAL HB 44.

COMMITTEE VOTE WAS: MENARD & FURNACE - NO REC, DONLEY,
KOPONEN, ELLIS, BOUCHER, DAVIDSON - DO PASS.

HOUSE JUDICIARY COMMITTEE

HOUSE JUDICIARY COMMITTEE ADDED "PROGRAMS RECEIPT" LANGUAGE 
(AS PER SPONSOR'S AMENDMENT TO THE COMMITTEE), RAISED THE 
REGISTRATION FEE BY $5, AND ADDED "CERTIFY TO THE DEPARTMENT 
AND *PROVIDE PROOF OF THE EXISTENCE OF A LIABILITY POLICY".

COMMITTEE VOTE WAS: TAYLOR - DO NOT PASS, ULMER, SUND,
GRUENBERG, BARNES, NAVARRE, COTTEN - DO PASS

HOUSE FINANCE COMMITTEE:

HOUSE FINANCE COMMITTEE TOOK OUT THE *"PROVIDE PROOF" LANGUAGE 
AND PUT THE REGISTRATION FEE BACK TO A $1 RAISE FOR ALL 
VEHICLES UNDER AS 28.10.421(C) (WHICH COVERS ALMOST ALL 
COMMERCIAL VEHICLES).

"

COMMITTEE VOTE WAS: FRANK AND WALLIS - NO REC, ADAMS,
POURCHOT, LARSON, BROWN, REIGER, BOYER, SWACKHAMMER, GOLL AND 

DAVIS - DO PASS.



FISCAL NOTES

THE DEPARTMENT ESTIMATES THE PROGRAM (UNDER THE HOUSE FINANCE 
VERSION) WILL COST AND ADDITIONAL $34 THOUSAND/YEAR FOR ONE 
FULL TIME POSITION TO HANDLE MAIL-IN REGISTRATION. THE $1 
DOLLAR INCREASE IN COMMERCIAL VEHICLE REGISTRATION FEES UNDER 
THE FINANCE CS WILL GENERATE ABOUT $50 THOUSAND DOLLARS A 
YEAR.

THE FISCAL NOTE SUMBITTED BY THE DEPARTMENT BEFORE LANGUAGE 
REQUIRING *11 PROOF" OF INSURANCE AND NOTIFICATION OF 
CANCELLATION OF INSURANCE. WAS DELETED WAS OVER $600 THOUSAND 
DOLLARS.

* * * * *

*"PROOF" WOULD REQUIRE A COPY OF AN INSURANCE POLICY AS 
OPPOSED TO "CERTIFY" WHICH COULD BE SATISFIED WITH A COPY OF 
AN INSURANCE BINDER OR A SWORN AFFIDAVIT.
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HOUSE COMMITTEE REPORT
(7)

Date referred: 1 / 1 9 / 8 7  FURTHER REFERRALS: judiciary

• I

DATE:

The Labor & Commerce Committee has considered HB 44

"An Act relating to motor vehicle liability insurance and the insurance 
requirements for obtaining and maintaining motor vehicle registration; and 
providing for an effective date."

RECOMMENDS:

T 1 replace with d  5  f _ L t r

[ ] attached amendment(s)

[ ] do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ iS ] additional referral to the

] the same title 

] a new title

Committee

ADOPTS: C ] letter of intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

[ ] same as previous fiscal note

published _________________________

[ ] same as previous zero fiscal

note published __________________

SIGHING OTHER RECOMMENDATIONS:

IV v
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A M E R I C A N  C O L L E G E  O F  N U R S E - M I D  W I V E S

1522 K Street, N.W., Suite 1120, W ashington , D.C. 20005 202/347-5445

FACT SHEET: NURSE-MIDWIVES

AND THE MALPRACTICE INSURANCE CRISIS

THE PROBLEM Over half of the American College of Nurse-
Miawives' members have lost their malprac­
tice insurance, and so far no company in the 
insurance industry appears willing to write 
a replacement policy. The threat of an 
eventual loss of coverage hangs over many 
other members as well. This situation is 
caused by general conditions in the insur­
ance industry and not by ACNM professional 
performance. In an attempt to keep practic­
ing, nurse-midwives have been forced to 
pursue a variety of temporary coverages (see 
options, page 3). But the outlook for a 
more satisfactory remedy is bleak. Virtu­
ally an entire profession is in jeopardy of 
extinction.

BACKGROUND The American College of Nurse-Midwives
(ACNM) is the professional organization for 
nationally certified nurse-midwives (CNMs) 
in the United States. Its 2,500 members 
represent close to 85 percent of the pro­
fession .

Members of the College are experts in cane 
for the healthy woman during her pregnancy, 
labor and delivery, as well as care for both 
mother and child after the baby is born.

No member is an "ordinary midv;ife" in the 
usual concept of that term. Each is a nurse 
educated at schools of midwifery associated 
with 28 institutions of higner learning, 
among them Yale, Columbia, Stanford, George-



DETAILS OF 
THE CURRENT 
CRISIS

PROFESSIONAL

RECORD

STEPS TAKEN 
TO 03TA IN NSW 
INSURANCE

town and many state universities. CNMs work 
in clinical collaboration with physicians.

3etween July 1, 1984, and July 1, 1985, 
about 1,400 CNMs had malpractice insurance 
under a blanket ACNM policy written by the 
Mutual Fire, Marine i Inland Insurance Com­
pany of Philadelphia.

The company notified ACNM in May 1985 that 
the policy would not be renewed —  not be­
cause of its members' professional perform­
ance, but because of general conditions in 
the insurance industry (the unavailability 
of reinsurance).

Mutual Fire Marine and Inland is the third 

insurance carrier the ACNM has worked with 

in the past three years. In the 1970s the 
premium per member was S38 per year. It had 
risen to an average of $1,000 a year in 1985.

Suits have been filed against only six 

percent of all nurse-midwives —  a number 
considered low among medical profession­

als .

After Mutual Fire's non-renwal, ACNM, through 
its insurance broker, contacted 17 insurance 
companies in the U. S. ACNM believes this 
represents most carriers who write profes­
sional liability insurance. To date the 
College has been turned down by all of them.

Personal appeals to insurance company 
executives yielded no results, and addi­
tional appeals to them emphasizing the low 
risk of nurse midwife practice have been 

made.

Nurse-midwives have been talking with in­
surance commissioners, legislators and other 
officials of individual states. To date 
only one state out of fifty —  New Jersey —  
has been able to offer insurance from a 

private carrier.



INSURANCE OPTIONS 
FOR CNMS IN 1985

- 3 -

CNMs feel both a moral and a practical 
obligation to carry malpractice insurance to 
protect their patients and themselves from 
any unintentional human error on their 
part. In addition, many CNMs must carry 
malpractice insurance to retain their 
employment and/or hospital privileges.

- In some states, individual CNMs have found 
coverage through an insurer such as a phy­
sician-owned company, but these policies 
usually carry practice restrictions.

- Some CNMs may be covered through their 
employers. This may not shield them from 
personal liability therefore ACNM encourages 
CNMs to carry their own professional liabil­
ity insurance as well.

- Providing that certain conditions are met, 
CNMs may, for the time being, obtain cover­
age through the American Nurses Associ­
ation's (ANA's) or the American College of 
Obstetricians and Gynecologists' (NAACOG's) 
insurance policies.

- Some states —  e.g., New York and Texas —  
have extended joint underwriting authority 
to include nurse-midwives. However, antici­
pated premium levels will be prohibitive 
given that the average income of nurse mid­
wives is $25,000.

- Nurse midwives are appealing to Congress 
to enact emergency legislation to provide
r elief.

Rev. 8/15/85
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Mary Rita Prah 
Executive Director

MEMO

TO: Chapter Chairs

FROM: Mary Rita Prah

RE: Insurance Update: Please
your chapter.

DATE: September 9, 1986

Filing s and Applications

ACNM has been informed by CNA that rate filings for each 
state were sent to state insurance commissioners on Friday, 
August 29, 1986. The 'applications will be sent to CNMs as the
filings are approved. Although some states have "file and use" 
regulations, this applies only to the insurance "rates," not to 
the "forms," which still need to be approved by the state before 
the insurance may become effective. CNA is expecting most 
approvals to come through this week and has applications ready to 
mail as the approvals come in.

It is therefore in the hands of the individual states at 
this time. To hasten the process you can find out who in your 
state insurance office approves new insurance filings and ask 
them to expedite the approval. The policy will be filed under 
the name American Casualty Company, a CNA insurance company. The 
effective date of the policy in your state will be the date on 
which your state gives approval. There is absolutely no 
provision for retroactive coverage of any kind.

Hospital Privileges and the Amount of Coverage: 1 million/lmillion

ACNM has received many calls from CNMs requesting 1 
million/3 million coverage under this CNA policy. The CNMs are 
concerned about losing hospital privileges since they are unable 
to purchase the 1 million/3 million coverage required by many 
hospitals.

ACNM did try to obtain 1 million/3 million coverage from 
the insurance consortium. However, because of conditions in the 
market place , this coverage is not available at the present time. 
ACNM will continue to try to obtain this coverage in the future 
and CNA has indicated that they may reevaluate the coverage in 
not less than 1 year.

In the meantime, CNMs and other health care providers 
(including physicians) are faced with the difficult task of 
convincing hospital administrators and hospital risk managers to

a c : th‘ . o v e r level coverage during this interim time



p e r i o d .  In some a r e a s  o f  t h e  c o u n t r y  CNMs and p h y s i c i a n s  nave  
been s u c c e s s f u l  i n  a c h i e v i n g  t h i s  o u t c o m e .  The f o l l o w i n g  i s  some 
i n f o r m a t i o n  wh i c h  may be u s e f u l  i n  t h i s  r e g a r d .

G e n e r a l l y ,  i t  i s  t h e  i n d i v i d u a l  h o s p i t a l  wh i c h  d e t e r m i n e s  
t h e  r e g u l a t i o n s  f o r  m e d i c a l  s t a f f  p r i v i l e g e s  r e g a r d i n g  t h e  
r e q u i r e m e n t s  f o r  a d e q u a t e  i n s u r a n c e  c o v e r a g e .  Many t i m e s  t h e  
h o s p i t a l  b y - l a w s  s p e c i f y  a s p e c i f i c  amount  o f  c o v e r a g e .  I n  o t h e r  
c i r c u m s t a n c e s  t h e y  r e a d  " a d e q u a t e "  c o v e r a g e .  You need t o  f i r s t  
become f a m i l i a r  w i t h  t h e  s p e c i f i c  s i t u a t i o n  i n  t h e  h o s p i t a l  you 
a r e  d e a l i n g  w i t h .  Nex t  you need t o  l e a r n  how t h e s e  r e g u l a t i o n s  
a r e  v o t e d  upon o r  d e c i d e d  i n  o r d e r  t o  c h ang e  t*nis s i t u a t i o n .  
( F o r  e x amp l e ,  i f  t h e  word " a d e q u a t e "  i s  u s e d ,  you need t o
i n f l u e n c e  t h e  p e r s o n  whose  j o b  i t  i s  t o  d e t e r m i n e  wha t  " a d e q u a t e "  
means .  .In o t h e r  c a s e s ,  you may need t o  amend t h e  b y - l a w s . )  I t
wou l d  a l s o  h e l p  t o  be f a m i l i a r  w i t h  t h e  l aws  i n  y o u r  p a r t i c u l a r  
s t a t e  t h a t  i n f l u e n c e  m a l p r a c t i c e  c l a i m s .  T h e r e  a r e  a number  o f  
s t a t e s  wh i c h  have  p l a c e d  a " c a p " - on awa r d s  and o t h e r  t o r t  r e f o r m  
e f f o r t s  a r e  b e i n g  d i s c u s s e d .  Do t a k e  t h e  t ime  t o  become i n f o r m e d  
wi t h  t h e s e  i s s u e s  p r i o r  t o  s c h e d u l i n g  an a p p o i n t m e n t  w i t h  y o u r  
a p p r o p r i a t e  d e c i s i o n - m a k e r .

I n  d i s c u s s i n g  t h i s  p r o b l em  w i t h  t h e  c h i e f  u n d e r w r i t e r  a t  
CNA, t h e  f o l l o w i n g  a d v i c e  was g i v e n :  I m p r e s s  on y o u r  h o s p i t a l
t h a t  CNA i s  an A-f r a t e d  c a r r i e r  and t h a t  t h e  S I  m i l l i o n  p e r  l o s s  
i s  t h e  mos t  i m p o r t a n t  l i m i t .  I t  i s  e x t r e m e l y  r a r e  f o r  a p r o v i d e r  
t o  r e a c h  o r  need a S3 m i l l i o n  a g g r e g a t e  l i m i t .  ( I n  f a c t ,  t h i s  
CNA u n d e r w r i t e r  i n d i c a t e d  t h a t  s he  had n o t  s e en  a c a s e  wher e  a 
p h y s i c i a n  o r  o t h e r  p r o v i d e r  needed  t h e  S3 m i l l i o n  a nn u a l  
a g g r e g a t e  o u t  o f  t h e  t h o u s a n d s  o f  c a s e s  wh i c h  s he  had h a n d l e d ) .  
P e r h a p s  a s k  y o u r  h o s p i t a l  t o  i n v e s t i g a t e / d o c u m e n t  when any o f
t h e i r  s t a f f  had n e e de d  t h e  S3 m i l l i o n  a g g r e g a t e .  W i t h o u t  b e i n g
a n t a g o n i s t i c ,  i t  wou l d  be v e r y  u s e f u l  t o  f o r c e  them i n  t h i s  way
t o  c o n f r o n t  t h e  r e a l i t y  o f  t h i s  p e r c e i v e d  n e e d .

I t  wou l d  a l s o  be h e l p f u l  t o  l o o k  a t  t h e  ACNM c l a i m s  d a t a  
f o r  y o u r  s t a t e .  Mos t  c h a p t e r  c h a i r s  h ave  u s ed  t h i s  i n f o r m a t i o n  
i n  d i s c u s s i o n s  w i t h  s t a t e  i n s u r a n c e  c o m m i s s i o n e r s .  P r e s e n t  t h e
d a t a  a c c u r a t e l y  b u t  s e l e c t  t h e  mos t  f a v o r a b l e  d a t a  t o  h i g h l i g h t .
Remember t h a t  CNM c a s e s  a r e  v e r y  i n f r e q u e n t ,  and t h a t  t h e  SI  
m i l l i o n  p e r  l o s s  l i m i t  p r o v i d e s  t h e  h o s p i t a l  w i t h  p r o t e c t i o n  
a g a i n s t  s e v e r i t y .

T r y  t o  g e t  s u p p o r t  f r om t h e  o t h e r  h e a l t h  p r o v i d e r s  i n  t he  
h o s p i t a l s .  T h i s  i n s u r a n c e  c r i s i s  ha s  h i t  e v e r y o n e  and p h y s i c i a n  
premi ums  a r e  a l s o  s k y r o c k e t i n g .  They may be c o n s i d e r i n g  s i m i l a r  
b y - l a w s  c h a n g e s  o r  a d m i n i s t r a t i v e  a p p e a l s .

Chapter Chairs
September 9, 1986
Page 2
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Remember  t h a t  h o s p i t a l  p e r s o n n e l  a r e  i n f l u e n c e d  by a 
number  o f  p e o p l e .  C o u l d  y o u r  i n s u r a n c e  c o m m i s s i o n e r  h e l p ?  What  
a b o u t  y o u r  s t a t e  h e a l t h  c o m m i s s i o n e r ?  The  g o v e r n o r ?  The  mayo r ?  
Woul d  an a r t i c l - e  i n  t he .  p a p e r  i n f o r m i n g  c o n s ume r s  . . . he l p?  . . . A l s o ,  
H e l e n  V.  B u r s t  h e a d s  up t h e  C o l l e g e ' s  T a s k  F o r c e  on JCAH.  On l y  
CNMs i n  a p a r t i c u l a r  s i t u a t i o n  c an  d e t e r m i n e  t h e  b e s t  s t r a t e g y .  
Good l u c k .
MRP: wh
c c :  B o a r d  o f  D i r e c t o r s

S t a f f
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NU R SE  P R A C T I T I O N E R S  are

Registered Nurses who have obtained 

advanced education.

They are licensed by the State of Alaska and 

ident i f ied by the in i t i a l s  A.N.P.  

(Advanced Nurse Practitioner).

N U R S E  P R A C T I T I O N E R S  are

skilled in helping you achieve your maximum 

potential of wellness.

Teaching and education are important to 

help you understand your body and live a 

healthier life.

N U R S E  P R A C T I T I O N E R S  

emphasize the PREVENTION of illness 

and the PROMOTION of health.

In addition to health teaching and counsel­

ing, NURSE PRACTITIONERS perform 

complete physical examinations, diagnose 

and treat common illnesses, manage stable 

chronic conditions and prescribe and 

monitor medications. When necessary 

NURSE PRACTITIONERS consult with 

and/or referyou to other health profession-% t
als in the community.

As with other professions,NURSE 

PRACTITIONERS have special areas of 

expertise:

PEDIATRIC NURSE PRACTITIONERS 

work with infants, children, adolescents 

and their parents. Their expertise is m child 

growth and development and the special 

needs of the handicapped or gifted child 

and family.

They diagnose, treat, and manage acute 

and chronic illnesses and provide parent 

education.

GERIATRIC NURSE PRACTITIONERS 

work with elderly individuals ana families 

to manage chronic illnesses and assist the 

client to maintain the highest degree of 

independence possible.

WOMEN’S HEALTH CARE NURSE 

PRACTITIONERS provide complete obstet­

rical and gynecological care to women of all 

ages.

ADULT NURSE PRACTITIONERS

work with adults to achieve and maintain a 

healthy lifestyle. Their expertise is in adult 

growth and development through the 

lifespan.

CERTIFIED NURSE MIDWIVES work 

with the pregnant family. Their expertise is 

prenatal care, labor and delivery, and post 

partum care.

FAMILY NURSE PRACTITIONERS

work with individuals and families of all 

ages. They are considered the generalist of 

nurse practitioners. Their expertise is in 

viewing the overall health and well-being of 

the family unit. They diagnose and treat 

acute and chronic illnesses of individuals of 

all ages.



NURSE  PRA CT IT ION ER S  work 

m emergency rooms, hospitals, clinics, ambula­

tory cart; centers, physician offices, health 

departments, student health centers and 

visiting nurse agencies.

Also, NURSE PRACTITIONERS may 

have their own private practices.

NURSE PRACTITIONERS work with 

you to reduce your health care cost, 'n 

general, they cost no more anc often less 

than a physician in your area.
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M a r c h  2 3 ,  1 9 8 7

T O :  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

R e : C o n c e r n s  o f  t h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n
o n  CSHB 4 6

I N TROD UCTIO N

H i s t o r i c a l l y ,  t h e  A I A  h a s  t a k e n  t h e  p o s  i t  i o n  t h a t  
o n e r o u s  r e s t r i c t i o n s  s h o u l d  n o t  b e  i m p o s e d  o n  i n s u r a n c e  i n  t h e  
a r e a  o f  c a n c e l l a t i o n  a n d  r e n e w a l  of: c o m m e r c i a l  i n s u r a n c e .  W h i l e  
r e g u l a t i o n  i n  t h i s  a r e a  i s  i n t e n d e d  t o  p r o m o t e  i n s u r a n c e  
a v a i l a b i l i t y ,  u n d u e  i n t e r v e n t i o n  i n  t h e  p r o c e s s  b y  w h i c h  
u n d e r w r i t i n g  c a p a c i t y  i s  a l l o c a t e d ,  c a n  a c t u a l l y  h a v e  t h e  
o p p o s i t e  e f f e c t .  T h e  A I A  d o e s  r e c o g n i z e  t h a t  t h e  p u b l i c  h a s  a  
l e g i t i m a t e  i n t e r e s t  i n  b e i n g  a s s u r e d  t h a t  ^t  w i l l  n o t  b e  d e n i e d  
a c c e s s  t o  c o v e r a g e  o n  a n  a r b i t r a r y  b a s i s .

T h e  A I A  i s  i n  p a r t i c u l a r  c o n c e r n e d  a b o u t  t h e  
c a n c e l l a t i o n  a n d  n o n - r e n e w a l  l e g i s l a t i o n  c o n t a i n e d  i n  H B 4 6 .

NO T IC E  OF CANCELLATION ( S E C T I O N S  3 5  & 3 6 ,  p . 1 9 )

T h e s e  s e c t i o n s  p r o p o s e  a  6 0  d a y  m a n d a t o r y  c a n c e l l a t i o n  
n o t i c e  o n  p e r s o n a l  i n s u r a n c e  p o l i c i e s ,  a n d  b u s i n e s s  a n d  
c o m m e r c i a l  p o l i c i e s .  T h e  A I A  w o u l d  p r e f e r  t h a t  a n y  c a n c e l l a t i o n  
r e q u i r e m e n t s  b e  t h r o u g h  r e g u l a t i o n  r a t h e r  t h a n  l e g i s l a t i o n .  T h e  
A I A  a g r e e s  w i t h  t h e  c o m m e n t s  o f  F r a n k  B .  H a l l  a n d  C o m p a n y ,  a n d  
A j u s t c o ,  I n c . ,  t h a t  a  j u m p  t o  3 0  d a y s  w o u l d  b e  f a r  l e s s  
t h r e a t e n i n g  t o  t h e  i n d u s t r y  t h a n  6 0  d a y s .



LIMITS ON THE CANCELLATION OF BUSINESS AMD COMMERCIAL INSURANCE 
POLICIES (SECTION 34, pp. 18, 19)

This section prescribes that' business and commercial 
policies can only be cancelled for 10 specified reasons, or by 
special permission by the Director of Insurance. This section 
ties in with the 60 day cancellation notice. Among the reasons 
specified, which would allow for 60 day cancellation are
discovery of fraud or material misrepresentation in obtaining
the insurance policy; physical changes in the insured property 
that result in the property becoming uninsurable and physical 
changes in the operation of the insured that result in the 
property becoming uninsurable.

It is unreasonable to require 60 or even a 30 day notice 
of cancellation, especially when there is fraud or 
misrepresentation. It is suggested that the reasons in 
subparargraphs 1 through 6 require only a 10 day cancellation 
notice and that the additional sections require a 30 day 
cancellation.

FAILURE TO RENEW (Subsection 37, p. 20)

This section requires 45 days notice for non-renewal of 
a business or commercial insurance policy. For the same reasons 
involving cancellation, the AIA requests tint this be changed to 
30 days.

REMARKS

It would be beneficial to have clarification on the 
potential penalties should the cancellation, and non-renewal 
sections go into effect. The AIA suqqests that a sound 
cancellation/non-renewal regulation should not exact a penalty 
from an insurer, but place the insured in the position it would 
have been had compliance taken place. Accordingly, if the 
company fails to provide the notice, coverage remains in effect 
until proper notice of the change is given. Once the proper 
notice is provided, the insured has 30 days to accept a 
non-renewal. Coveraqe for any period of time that extends beyond 
the expiration i_ate shall be determined prorata based upon the 
prior year's rate.

Prepared by Tom Slagle 
Robertson, Monagle & Eastaugh, P.C. 
(907 ) 586-3340

TJS:mb:dd:46
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COMMENTS TO COMMITTEE S U B S T I T U T E  FOR HOUSE B I L L  4 6

MARCH 7 ,  1 9 8 7

T h i s  p r o p o s e d  L e g i s  
d e s i g n e d  t o  a s s i s t  
I n s u r a n c e  p r a c t i c e s  
P u b l i c .  S i n c e  t h e n ,  
h a v e  e v o l v e d  i n  t o  
h a s t i l y  w r i t t e n  a n d  
s w e e p i n g  c h a n g e s  
d i s a s t r o u s  e f f e c t s  o n

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

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

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

I t  i s  u n f o r t u n a t e  t h a t  t h e s e  s e c t i o n s  h a d  t o  b e  c o m b i n e d  w i t h  g o o d  
s o l i d  i s s u e s  t h a t  s e p a r a t e l y  w e r e  g o o d  f o r  t h e  R e g u l a t o r y  A u t h o r i t i e s ,  
t h e  A l a s k a n  P e o p l e  a n d  t h e  I n s u r a n c e  I n d u s t r y .

T h e r e  i s n o  w a y  t h a t  t h i s  d o c u m e n t  s h o u l d  b e  a l l o w e d  t o  s t a y  i n  t a c t .  
T h e r e  i s  n o  E m e r g e n c y  o r  n o  c o m p e l l i n g  r e a s o n  t o  r u s h  t o  p a s s  
L e g i s l a t i o n  t h a t  i s  n o t  u n d e r s t a n d a b l e ,  e v e n  t o  t h e  P r o f e s s i o n a l s  i n  
t h e  I n d u s t r y .  T h e  1 2  a r e a s  c o n t a i n e d  i n  t h e  W o r k  D r a f t  a r e  n o t  
s i m i l a r  i n  s u b s t a n c e  a n d  t h e y  d e a l  w i t h  f a r  t o o  w i d e  a  v a r i e t y  o f  
I n s u r a n c e  I s s u e s .  I f  t h i s  L e g i s l a t i o n ,  i n  i t ' s  p r e s e n t  f o r m ,  v / e r e  t o  
p a s s ,  i t  w o u l d  r e d u c e  S t a t e  r e v e n u e s  a n d  a d v e r s e l y  e f f e c t  t h e  
a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  o f  I n s u r a n c e  i n  A l a s k a .

We t h e r e f o r e ,  u r g e  t h e  C o m m i t t e e  t o  h o l d  
T h e n  t h e  g o o d  s o l i d  i s s u e s  ( t h o s e  w h i c h  
a g r e e d  u p o n )  c o u l d  b e  r e i n t r o d u c e d ,  
i n t r o d u c e d  w i t h  n o  f o r e w a r n i n g ,  c o u l d  
b o a r d ,  s t u d i e d ,  a n d  d i s c u s s e d  w i t h  t h o s e  
c o n c e s s i o n s ,  t h e n  t o  b e  r e i n t r o d u c e d  a t  a

t h i s  W o r k  D r a f t  i n  C o m m i t t e e ,  
h a v e  a l r e a d y  b e e n  s t u d i e d  a n d  
T h o s e  i s s u e s ,  w h i c h  h a v e  b e e n  

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

P a t r i c k  S .  C o w a n  
E x e c u t i v e  D i r e c t o r

*



A . 1 . I . A . B . . I N C .  COMMENTS ON HCR 2

MARCH 9 .  1 9 8 7  -

T h e  f o u r  p o i n t s  i n  t h e  R e s o l u t i o n  a l l  s o u n d  g o o d ,  b u t ,  l e t ' s  l o o k  a t  
e a c h  o f  t h e m  i n d i v i d u a l l y ,  a s  t h e y  p r e s e n t l y  w o r k ,  i n  t h e  r e a l  w o r l d .

1)  E l i m i n a t e  t h e  c u r r e n t  a n t i t r u s t  e x e m p t i o n  f o r  t h e  i n s u r a n c e
i n d u s t r y .  L o o k  a t  I t  -  3 5 0 0  I n s u r a n c e  C o m p a n i e s  o f  a l l  s i z e s ,  e a s e
o f  e n t r y  i n t o  t h e  b u s i n e s s ,  t h e  f r e e d o m  t o  f a i l ,  n o  o n e  C o m p a n y  
c o n t r o l l i n g  m o r e  t h a n  9% o f  t h e  M a r k e t ,  c o s t  b a s e d  p r i c i n g  o f  t h e  
I n s u r a n c e  p r o d u c t ,  a  c o m p e t i t i v e  M a r k e t  c y c l e .  T h i s  i s  a l l o w e d  
b e c a u s e  t h e  a n t i t r u s t  e x e m p t i o n  a l l o w s  a l l  I n s u r a n c e  C o m p a n i e s  t o  h a v e  
a c c e s s  t o  L o s s  i n f o r m a t i o n ,  c o m m o n  p o l i c y  f o r m  i n f o r m a t i o n ,  r a t i n g
i n f o r m a t i o n ,  &< a c t u a r i a l  i n f o r m a t i o n .  I f  t h e  a n t i t r u s t  e x e m p t i o n  h a d  
b e e n  r e p e a l e d  a  f e w  y e a r s  a g o ,  w e  w o u l d  n o t  h a v e  a n  A l a s k a  N a t i o n a l  
I n s u r a n c e  C o m p a n y  n o w ,  o r  a n y  o t h e r  s m a l l  I n s u r a n c e  C o m p a n y ,  a s  t h e y  
w o u l d  h a v e  h a d  t o  o p e r a t e  i n  a  v a c u u m ,  w i t h o u t  t h e  a b o v e  m e n t i o n e d
i n f o r m a t i o n .  THE REPEAL OF THE CURRENT A N T I T R U S T  EXEMPTION WOULD NOT
REDUCE INSURANCE COST OR IMPROVE A V A I L A B I L I T Y  IN ALASKA.

2 )  I n v e s t i g a t e  p r o p o s a l s  d e s i g n e d  t o  r e g u l a t e  t h e  i n s u r a n c e  
i n d u s t r y  o n  a  n a t i o n w i d e  b a s i s .  A l a s k a  i s  u n i q u e ,  We d o n ' t  h a v e
l a r g e  p o p u l a t i o n s  o r  u r b a n  c e n t e r s .  We h a v e  p e c u l i a r  p r o b l e m s  w h i c h  
are* n o t  s i m i l a r  t o  s t a t e s  t h a t  a r e  r e p r e s e n t e d  b y  e v e r y  I n s u r a n c e  
C a r r i e r  i n  A m e r i c a ,  i e i  N e w  Y o r k  a n d  C a l i f o r n i a .  We a r e  b e t t e r  o f f  
i n f l u e n c i n g  t h e  d e s t i n y  o f  o u r  o w n  p o l i c y h o l d e r s  b y  c o n t r o l l i n g  t h e  
R e g u l a t i o n s  i n  S t a t e ,  r a t h e r  t h a n  b y  o u r  p e r c e n t a g e  o f  m a r k e t  i n  t h e  
N a t i o n .  I n  a d d i t i o n ,  ̂ E o l i c y  f e e s  a n d  t a x e s  n o w  a r e  t h e  5 t h  l a r g e s t
r e v e n u e  s o u r c e  ( o u t s i d e  o f  a l l  O i l  i n c o m e )  i n  t h e  S t a t e  o f  A l a s k a .  
T h e r e  w o u l d  b e  n o  n e e d  f o r  t h e s e  f e e s  a n d  t a x e s  i f  w e  w e r e  r e g u l a t e d  
b y  N a t i o n a l  A u t h o r i t i e s .  T h a t  w o u l d  b e  t a x a t i o n  w i t h o u t  
r e p r e s e n t a t i o n .

3 )  E s t a b l i s h  m u l t i s t a t e  i n s u r a n c e  p o o l s  f o r  h i g h - r i s k  m a r k e t s .

4 )  D e v e l o p  w i t h  o t h e r  s t a t e s  a  m u l t i s t a t e  r e i n s u r a n c e  c o m p a c t .
I f  w e  w e r e  t o  e s t a b l i s h  e i t h e r  a  m u l t i s t a t e  p o o l  o r  r e i n s u r a n c e  

c o m p a c t ,  r u l e s ,  r e g u l a t i o n s  & g u i d e l i n e s  w o u l d  p r o b a b l y  b e  c r e a t e d
b a s e d  o n  p e r c e n t a g e  o f  b u s i n e s s  p l a c e d  i n  t h e  p o o l  o r  c o m p a c t .  A s  
A l a s k a  p r e s e n t l y  a c c o u n t s  f o r  3 / 1 0 t h  o f  o n e  p e r c e n t  o f  t h e  I n s u r a n c e  
w r i t t e n  i n  A m e r i c a ,  t h e  o t h e r  s t a t e s  i n  t h e  p o o l  o r  c o m p a c t  w o u l d  b e  
i n  c o n t r o l  o f  o u r  p o l i c y h o l d e r s .

I n  s u m m a r y ,  t h i s  i s s u e  i s  p r e s e n t l y  b e i n g  h e a r d  b e f o r e  t h e  C o n g r e s s  o f  
t h e  U n i t e d  S t a t e s  o f  A m e r i c a .  A d e l e g a t i o n  o f  A l a s k a  A g e n t s  & 
B r o k e r s ,  a r e  g o i n g  t o  W a s h i n g t o n  D.  C .  t o  a t t e n d  a  W h i t e  H o u s e
B r i e f i n g  a n d  L e g i s l a t i v e  C o n f e r e n c e s  a t  t h e  e n d  o f  M a r c h ,  1 9 8 7  t o
a d d r e s s  t h i s  s p e c i f i c  i s s u e .  We r e a l l y  w o u l d  h a t e  t o  b e  e m b a r r a s s e d
b y  . 3 %  o f  t h e  m a r k e t  t r y i n g  t o  t e l l  t h e  o t h e r  9 ^ . 7 %  o f  t h e  I n d u s t r y  
h o w  t o  r u n  t h e i r  b u s i n e s s .

T h e r e f o r e ,  we  u r g e  t h e  C o m m i t t e e  t o  v o t e  a g a i n s t  HCR 2  a n d  a l l o w  o u r  
U.  S .  R e p r e s e n t a t i v e s  a n d  S e n a t o r s  t o  a r g u e  o u t  t h i s  i s s u e  i n  t h e  
C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  o f  A m e r i c a .

%
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W O R K  DRAFT W O R K  DRAFT WORK DRAFT

5-0306X
Ford
4/17/87

Original s p o n s o r s : Navarre, Swackharamer
and Sund

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 46 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF A L A S K A

F I F T EENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to insurance; and providing for an

BE IT ENACTED BY TH E L E G ISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.09.210(c) is amended to read:

(c) A  domestic company or ganized before J uly 1, 1987, is exempt 

from taxation under this section for a period of five years from the 

date of its organization.

* Sec. 2. AS 21.09.250 is amended to read:

Sec. 21.09.250. PROHIBITED ACTS. A n  insurer doing business in 

this state m a y  not make, write, place or cause to be made, w r i t t e n  or 

placed in this state a policy, duplicate policy  or contract of i n s u r­

ance of any k i n d  or character, or general or floating p olicy u p o n  

persons or p r o p e r t y  resident, situated or located in this state, from 

or through a broker, agent, general agent, surplus line b r o k e r ^  or 

person w h o  has not secured a license in this state. A n  insurer m a y  

not pay a commission or any form of remun e r a t i o n  to a person, firm_j_ or 

organization for the w r i t i n g  or placing of insurance coverage in this 

state unless that person, firm^ or o r ganizati on holds a license issued 

by the director.

*  Sec. 3. AS 21.09.280 is amended to read:

Sec. 21.09.280. GENERAL AGENTS [AND MANAGERS]. (a) An insurer 

appointing a p e r s o n  as its general agent [OR MANAGER] to represent it 

in this state shall file notice of the appointment w i t h  the director 

on forms presc r i b e d  and furnished b y  the director.

effective date."
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(b) A  general agent [OR MANAGER] has the authority, consistent 

w i t h  this title, that m a y  be c o n f e r r e d  by the insurer. A  general 

agent, resident or nonresident, q u a l i f i e d  in AS 21.27.09U, licensed as 

p r o v i d e d  in this section in the same m a n n e r  as is p r o v i d e d  for agents 

in AS 2 1 . 2 7 , m a y  exercise the powers c o n f e r r e d  b y  this title upon 

agents l i c e n s e d 'for the kinds of i n s u r a n c e  that the general agent is 

a u t h o r i z e d  to transact for the insure r a p p o i n t i n g  the agent.

(c) The [EXCEPT A S  PROVIDED U N D E R  AS 21.27.500, THE] appointment 

of a re sid e n t  or n o n r e s i d e n t  genera l agent is not effective unless the 

person appointe d is licensed as the g e n e r a l  agent of the insurer by 

the d i r ec tor upon applic a t i o n  and p a y m e n t  of a fee set under AS 21.- 

06.250.

(d) Every license is subject to the payment of an annual fee set 

u nder AS 21.06.250 and payable on or b e f o r e  [EXPIRES AT] the close of 

business on the 30th day of June of each year [FOLLOWING THE DATE  OF 

ISSUE, A N D  M A Y  BE R E NEWED F OR A N  A D D I T I O N A L  Y E A R  UPON A P P L I C A T I O N  AND 

P A Y MENT OF THE FEE].

(e) The director m a y  deny, suspend, or revoke a license for any 

cause specified in AS 21.27.410 in the m a n n e r  p r o v i d e d  in AS 21.27.- 

420.

* Sec. 4. AS 21.09.280 is a m e nded by a d d i n g  ne* subsections to read:

(f) Persons employed on salary b y  an insurer, including officers 

and salaried employees p erformi ng the same services as general agents, 

are consid e r e d  to be service r e p r e s e n t a t i v e s  and are not required to 

be licensed.

(g) For purposes of this section, a person, firm, or corporation 

that performs m a n a g e m e n t  services for an insurer is not considered a 

general agent if

(1) the person, firm, or corp oration is a wholly-owned 
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subsidiary of the insurer;

(2) the person, firm, or corp or a t i o n  w h o l l y  owns the insur­

er; or

(3) the person, firm, or c orpor ation is a w h o l ly-owned 

subsidiary of the i nsurance h o l d i n g  company that owns or controls the 

insurer.

* Sec. 5. « AS 21.27.020 is a m e n d e d  to read:
I

Sec. 21.27.020. G E N E R A L  Q U A L IFICAT IONS F O R  LICENSE. For the 

p rotection of the p eo ple of this state, the d i r ector  m a y  not issue [OR 

RENEW] a license except in compliance w i t h  this chapter [, OR] to a 

p e r s o n , or to b e  e x e r c i s e d  b y  [,] a p e r s o n ^  fo und b y  the direc t o r  to 

be untrustworth y, incompetent, or who has not e s t a b l i s h e d  to the 

satisfaction of the d i r e c t o r  that the p e r s o n  is q u a l i f i e d  u n d e r  [IN 

AC C O R D A N C E  WITH] this chapter.

* Sec. 6. AS 21.27.030(a) is a m e n d e d  to read:

(a) T h e  d i r ector m a y  not grant an agent, solicitor, or broker 

license to a p e r s o n  if the director has r e a s o n a b l e  cause to believe 

that

[(1) D U R I N G  E I T H E R  OF THE TWO C A L E N D A R  YEARS IMMEDIATELY 

PRECEDING T H E  R E Q U E S T  F O R  R E N E W A L  OF THE L I C E N S E  THE A G G R E G A T E  AMOUNT 

OF C O M M I S S I O N S  R E P R E S E N T E D  BY T H E  CONTROL LED BUS INESS P R O CURED BY OR 

THROUGH THE L I C E N S E E  E X C E E D E D  THE AGGR E G A T E  A M O U N T  OF COMMISSIONS 

R EPRESENTED  BY A L L  O T H E R  INSURANCE  BUSINESS P R O C U R E D  BY O R  T H R O U G H  THE 

LICENSEE; OR

(2)] the circum s t a n c e s  of the appl icant for the license [OR 

OF A  LICENSEE] are such [AS TO CAUSE THE D I R E C T O R  R E A S O N A B L Y  TO 

BELIEVE] that during the 12-month period i mmedi a t e l y  followi ng issu­

ance [OR RENEWAL] of the license, if issued [OR RENEWED], the a g g r e­

gate amount of commissions to be repres e n t e d  by the controlled

-3- CSHB 46(Jud)
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business would e x c e e d  the a g g r egate amount of c o m m i s s i o n s  to be r e p r e­

sented by all o t h e r  insurance busine ss to be p r o c u r e d  b y  or through 

the applicant [OR LICENSEE].

* Sec. 7. AS 21.27.030 is a m e n d e d  b y  a dding a n e w  s u b s e c t i o n  to read:

(d) The d i r e c t o r  m a y  r e v o k e  an agent, solicitor, or broker 

license if the ‘dir e c t o r  has r e a s o n a b l e  cause to b e l i e v e  that during 

either 6f the two p r e c e d i n g  c a l e n d a r  years the a g g r e g a t e  amount of 

commissions r e p r e s e n t e d  b y  the c o n t r o l l e d  b u s iness p r o c u r e d  by or 

through the l icensee excee d e d  the aggregat e a mount of commissions 

represen ted by all other insu rance b u s ines s p r o c u r e d  b y  or through the 

licensee.

* Sec. 8. AS 21.27.060 is a m ende d to read:

Sec. 21.27.060. E X A M I N A T I O N  O F  APPLICANTS. (a) E a c h  applicant 

for an individual license as agent, broker, solicitor, or adjuster 

shall, before the issuance of the license, p e r s o n a l l y  take and pass_j_ 

to the satisfaction of the d i r e c t o r ^  an e x a m i n a t i o n  given by the 

director as a test of the q u a l i f i c a t i o n s  and compet e n c e  of the a p p l i­

cant. This re quir e m e n t  does n o t  appl y to

(1) a pplicant s for l i m i t e d  licenses, as travel insurance 

agents only, under AS 21.27.150, or, at the d i s c r e t i o n  of the d i r e c­

tor, to applicants for licenses as d i s a b i l i t y  insur ance agents for the 

purpose of h a n d l i n g  limited coverages pertaining to sports and r e c r e­

ation ;

(2) a pplicants who at any time w i t h i n  the f i v e - y e a r  period 

immediately p r e c eding the date of applic a t i o n  h a v e  b e e n  licensed in 

this state under a license r e q u i r i n g  q u a l i fications r e q u i r e d  by the 

license applied for and who are cons id e r e d  by the d i r e c t o r  to be fully 

qualified and competent;

(3) app licants for license as n o n r e s i d e n t  agent or as
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n o n r e s i d e n t  b roker who h a v e  fulfilled  qualif i c a t i o n  r e quire ments in 

their state or p r o vince of residence and who are consid e r e d  b y  the 

director to be fully q u a l i f i e d  and competent;

(4) a pplicants for an agent or solicitor license covering 

the same kinds of insurance  as an agent's or solicitor's license then 

h e l d  b y  them.

Cb)' The director m a y  at any time require an individual [A] 

licensed as an agent, broker, solicitor, or adjuster to take and 

s u ccessful ly pass an e x a m i n a t i o n  testing competence and qualifications 

as a conditio n to the c o n t i n u a n c e  [OR RENEWAL] of the license if the

licensee has been g u i l t y  of v i o l a t i o n  of this title, or has so con­

ducted affairs u nde r the license as to cause the director reasonably 

to desire further e v i d e n c e  of the q u a l ification s of the licensee.

* Sec. 9. AS 21.27.090(a) is a m ended to read;

(a) To qualify for an individual agent or b r o k e r  license an

applicant shall comply w i t h  this title and

(1) be 19 years of age or over [, IF AN INDIVIDUAL];

(2) if for a resi dent agent's or broker's license, be a

bona fide resident b e f o r e  issuance of license [,] and a c t u ally reside

in the state [RESIDING IN ALASKA, O R  IF A  CORPORATION, BE OTHER THAN 

AN INSURE R AND M A I N T A I N  A  L A W F U L L Y  E S T A B L I S H E D  PLACE OF BUSINESS IN

THIS STATE, EXCEPT AS P R O V I D E D  IN AS 21.27.270];

(3) [BE E M P O W E R E D  TO BE AN A G E N T  OR BROKER, AS THE CASE MAY

BE, U N D E R  ITS MEMBERS' AGREEMENT, IF A  FIRM, OR BY ITS A RTICLES OF

INCORPORATION, IF A  CORPORATION;

(4)] suc ces s f u l l y  pass a n y  examination  required under 

AS 21.27.060;

(4) [(5)] be a tru stworthy person;

(5) [(6)] not use  or intend to use [OR USE] the license for

-5- CSHB 4 6 (Jud)
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the purpose  princi p a l l y  of w r i t i n g  controlled business, as d e fined in 

AS 21.27.030;

(6) [(7)] if for an agent license, be a p p o i n t e d  as its

agent b y  one or more a u t h o r i z e d  insurers, subject to issuance of the

1 i c e n s e , except that an individual a cting on behalf of a firm is not

r e q u i r e d  to have an appointm ent as an agent for that a c t i v i t y ;

• (7) [(8)] if for b r o k e r  license, have had e x p e r i e n c e  either 

as an agent, solicitor, adjuster, general agent, broker, or as an 

e m p l o y e e  of insurers or rep res e n t a t i v e s  of insurers, or special e d u c a­

tion or training of sufficient  dura tion and extent r e a s o n a b l y  to

satisfy  the director that the a pplicant possesses the competence 

n e c e s s a r y  to fulfill the r e s p o n s i b i l i t i e s  of broker.

* Sec. 10. AS 21.27.090 is a m e n d e d  by adding a n e w  subsection to read:

(c) To qualify for a firm agent or broker license an applicant

shall compl y w i t h  this title and

(1) comply w i t h  (a)(5) and (6) of this section;

(2) if a corporation, m a i n t a i n  a lawfully e s t a b l i s h e d  place 

of b u s in ess in this state, except as provided in AS 21.27.270.

* Sec. 11. AS 21.27.130 is a m end ed to read:

Sec. 21.27.130. C O NTENT O F  AGENT, BROKER, SOLIC I T O R  LICENSES. 

Agent, solicitor, and b r oker licenses m u s t  [SHALL] be in the form the 

d i r e c t o r  prescribes, and must [SHALL] set out

(1) the name and address of the licensee, or if the lic­

ensee is require d to have a p lace of business, the address of the

place of business;

(2) if the agent or b r o k e r  is a firm [OR CORPORATION], the 

name of the principal or m a n a g e r  of the firm hold ing an individual 

license as required by AS 21.27.140 [EACH INDIVIDUAL A U T H O R I Z E D  TO 

E X E R C I S E  THE POWERS CONFERRED BY THE LICENSE];

CSHB 4 6 ( Jud) -6-
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(3) the kind or kinds of insurance the licensee is [THERE­

BY] l i c en sed to handle;

(4) if a s o l i c i t o r 1 s license, the n a m e  and address of the

a gent or b r o k e r  r e prese nted by the solicitor;

(5) the condition u n d e r  w h i c h  the license is granted;

(6) the date of issua n c e  [AND DATE OF EXPIRATION] of the

license .<

* Sec. 12. AS 21.27. 140 is a m e n d e d  to read:

Sec. 21.27. H O .  LICENSES TO FIRMS [AND CORPORATIONS]. A  firm 

shall h a v e  a firm license of the same degree as each individual l i­

censee a cting on b e h a l f  of the firm. A  firm [OR CORPORATION] m a y  not

be l i c e n s e d  as an a d j u s t e r , a g e n t ^  or b r o k e r  unless each individual

a c t i n g  as or r e p resenti ng to be an adjuster, agent, or b r o k e r  on

b e h a l f  of the firm is licensed as an individual, and the principal  or

m a n a g e r  of the f i r m  is licensed as an individual to exercise all the 

powers c o n f e r r e d  b y  the firm's license. If the licensee knows of and 

consents to an act or repres e n t a t i o n  on b e h a l f  of the firm by an 

indivi d u a l  w h o  is not licensed as r e q u i r e d  by this chapter, that act 

or r e p r e s e n t a t i o n  [TO BE E M P O WERED A N D  DESI GNATED IN THE L I C E N S E  TO 

E X E R C I S E  THE P OWERS CONFERRED B Y  THE L I CENSE  IS QUALIFIED AS T H O U G H  

THE I N D I V I D U A L  W E R E  THE SOLE IN DIV I D U A L  TO BE SO EMPOWERED, E X C E P T  

T H A T  A  F I R M  O R  CORPOR ATION L I C E N S E D  F O R  ALL LINES M A Y  EMPOWER AND 

D E S I G N A T E  A N Y  INDIVIDUAL, O T H E R  THAN THE P RINCIPAL OR MANAGER, L I­

CENS E D  F O R  ONLY P R O P E R T Y - C A S U A L T Y  O R  L I F E - D I S A B I L I T Y  TO EXERCISE THE 

P OWER S C O N F E R R E D  BY THE L I C E N S E  TO THE EXTENT THAT INDIVIDUAL IS 

Q U A L I F I E D  TO ACT. EXERCISE O R  A T T E M P T E D  EXER CISE OF THE POWERS BY AN 

I N D I V I D U A L  N O T  SO DESIGNATED, W I T H  T HE K N O W LEDGE  OR CONSENT O F  THE 

L ICENSEE,] is cause for the r e v o c a t i o n  or suspension of the firm 

l i c e n s e .
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* Sec. 13. AS 21.27.170(b) is a m e n d e d  to read:

(b) The director shall i s s u e  to the agent a special v e n d i n g  

m a c h i n e  license for each machine to be used. The license must [SHALL] 

s p e c i f y  the. n ame and address of t h e  insur er and agent, the name o f  the 

p o l i c y  to be sold, the serial n u m b e r  of the machine, and the p l a c e  

w h e r e  the m a c h i n e  is to be in o p e r a t i o n .  The license jls [SHALL BE] 

s u b j e c t  'to [ANNUAL CONTINUATION, T O  EXPIRATION,] suspe nsion or r e v o c a­

tio n  c o i n c i d e n t a l l y  w i t h  that of the agent. The director shall also 

r e v o k e  the license on a machine if the director finds that the c o n d i­

tions u p o n  w h i c h  the machine was licensed, u n d e r  [AS REFERRED T O  IN]

(a) of this section, no longer exist. Proof of the existence o f  a 

[SUBSISTING] license shall be d i s p l a y e d  on or about each v e n d i n g  

m a c h i n e  in use in the manner the d i r e c t o r  m a y  r e a s o n a b l y  require.

* Sec. 14. AS 21.27. 190(a) is a m ended  to read:

(a) Each applic ant for a b r o k e r  license [OR F O R  THE RENEWAL O F  A 

B R O K E R  L I C E N S E  E X I S T I N G  ON JULY 1, 1966,] shall file w i t h  the a p p l i c a­

tion [OR R E Q U E S T  FOR RENEWAL] and s h a l l  after that [THEREAFTER] m a i n ­

tain in force w h i l e  [SO] licensed a b o n d  in favor of the people of the 

state, e x e cut ed by an authorized c o r p o r a t e  su rety approved by the 

direct or, in the amount of $10,000 [$5,000]. The b o n d  m a y  be c o n t i n u­

ous in form, and total aggregate l i a b i l i t y  on the b o n d  may be l i m i t e d  

to the p a yment of $10.000 [$5,0 0 C ]- The bond m u s t  [SHALL] be c o n t i n­

gent on the accounting by the broker_j_ to a [ANY] p e r s o n  requesting the 

b r o k e r  to obtain insurance or to a p e r s o n  from w h o m  the broker obtains 

i n s u r a n c e , for m o n e y  or premiums c o l l e c t e d  in con nec t i o n  with the 

i n s u r a n c e  [THEREWITH].

* Sec. 15. AS 21.27.190 is amended b y  a d d i n g  a n e w  subs ec t i o n  to read:

(c) An individual who acts on b e h a l f  of a fir m that files a n d

m a i n t a i n s  in force the bond described in (a) of this section is e x empt
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* Sec. 16. AS 21.27.200(a) is repealed and r e e n acted to read:

(a) A  b roker is not an a g e n t  or other re pres e n t a t i v e  of an 

i n s u r e r  and does not have power as a b r o k e r  to b i n d  the insurer r e­

gar d i n g  a risk or an insurance contract.

* Sec. 17. AS 21.-27.200 is amended b y  a d d i n g  n e w  subsec t i o n s  to read:

(c)> In d e t e r m i n i n g  an insured's e n titlement to coverage or 

return premium, a p r e m i u m  payment m a d e  to a b roke r shall be considered 

r e c e i v e d  b y  the insur er if

(1) the p a yment was, at t h e  time it was made, designated 

for s p e c i f i c  coverage; and

(2) the insurer accepted o r  ack now l e d g e d  c o v erag e by i s s u­

ing a policy, binder, or other c ontract for temporary insurance.

(d) A  b r o k e r  m a y  not knowingly a c c e p t  payment for coverage until 

coverage is a u t h o r i z e d  by an insurer.

(e) Ex cept as p r o v i d e d  under (c) of this section, this section 

is n o t  i n t e n d e d  to alter the common l a w  of agency as a p p l i e d  to trans­

actions u n d e r  this title.

* Sec. 18, AS 21.27.240(a) is amended to read:

(a) A n  agent or broker who e m p l o y s  a sol icitor shall pay the 

[THE] f e e  for issuance or annual fee f o r  c o nt inuation [RENEWAL] of a 

solicitor license [SHALL BE PAID BY T H E  A G E N T  OR B R O K E R  BY (THOM THE 

S O L I C I T O R  IS EMPLOYED].

* Sec. 19. AS 21.27.300 is amended to read:

Sec. 21.27.300. CONTENTS OF L I C E N S E .  The director shall p r e­

scribe the form of adjuster license, w h i c h  must contain

(1) the name and business a d d r e s s  of the adjuster;

(2) date of issuance [AND D A T E  OF EXPIRATION] of the l i­

cense ;

from the requirements of (a) of th is  sec tio n .
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(3) other statements p roper to the purposes of the license.

* Sec. 20. AS 21.27.350 is amended b y  adding a n e w  subsec t i o n  to read:

(c) In add ition to the record require d u n d e r  (a) of this s e c­

tion, each agent or b r o k e r  shall have and m a i n t a i n  at the agent's or 

br o k e r ' s  p r i n cipa l p l a c e  of business current a c c o u n t i n g  and financial 

records m a i n t a i n e d  in accor d a n c e  w i t h  generally a c c e p t e d  accounting 

principles. The d i r e c t o r  m a y  request summary or d e t a i l e d  copies for

e x a m i n a t i o n  by the division. Records examined u n d e r  this subsection

are c o n f i d e n t i a l  w h e n  in the posses s i o n  of the division, but m a y  be 

used b y  the director in a pro cee d i n g  against the licensee. For p u r­

poses of this subsection, the records of a firm shall be considered

the records of an indi v i d u a l  agent or broker a c ting on b e h a l f  of the

firm.

* Sec. 21. AS 21.27.360(b) is amended to read:

(b) All funds, e xcep t those made payable to the insurer, r e p r e­

senting p remiums or r e t u r n  premiums received by an agent or broker, 

shall b e  r e c e i v e d  in the f i d u ciary  account of the agent or broker, and 

shall b e  deposited  in a b a n k  account or depository s eparate fr om any 

other acco unt or depositor)', and shall be promptly a c c o u n t e d  for and 

paid to the insured, insurer, or agent entitled to the funds. For 

purpose s of this subsection, the fiduciary account of the f ir m  shall 

be con si d e r e d  the f i d u c i a r y  account of an individual agent or broker 

acting on b e h a l f  of the firm. Funds deposited into a fiduciary 

account m a y  not be c o m m i n g l e d  or otherwise combined w i t h  other funds, 

except as allow ed u nder (d) of this section.

* Sec. 22. AS 21.27.360 is amended by adding n e w  subsections to read:

(d) An agent or b r o k e r  may commingle with p r e m i u m  funds, a d d i­

tional funds for the purpose of advancing premiums, establishing 

reserves for the payment of return premiums, or reserves for receiving
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and t ransmitting p r e m i u m  or return p r e m i u m  funds. Funds c o l l e c t e d  for

the paymen t of p:'emium taxes, p olic y or filing fees, late payment

charges, and interest f r o m  f i d u c i a r y  funds on deposit, m a y  be c o m­

min g l e d  in a f i d u cia ry account, but shall be s e p a r a t e l y  a c c o u n t e d  for 

and p e r i o d i c a l l y  removed from the f i d u ciary account.

(e) An agent or b r o k e r  m a y  n o t  treat funds r e q u i r e d  to be in a

f i d u ciary account as a p e r sonal asset, as collateral for a p e r s o n a l  or

b usiness loan, or as a personal asset or income on a f i n a n c i a l  s t a t e­

ment, except that funds in a f i d u c i a r y  account m a y  be i n c l u d e d  in a 

financial statement of the agen or b r o k e r  if c l e a r l y  i d e n t i f i e d  as 

fiduciary account assets.

(f) In this section, "fi duc i a r y  account" m e a n s  an a c c o u n t  in

w h i c h  the agent or b roker h olds funds as a trustee for the insured,

insurer, or agent entitl ed to the funds.

* Sec. 23. AS 21.27.380 is r e p e a l e d  and re ena c t e d  to read:

Sec. 21.27.380. A N N U A L  FEE FOR LICENSES. (a) An annual fee set

u nder AS 21.06.250 for resident and n o n r e s i d e n t  agent, solicitor, and

a djuster licenses is due on or b e f o r e  the close of b u s i n e s s  on the

30th day of June.

(b) An annual fee set u n d e r  AS 21.06.250 for r e s ident and n o n­

resident b roker licenses is due on or before the close of b u s i n e s s  on 

the 31st day of December.

(c) An agent or b r o k e r  shall file the annual fee set under

AS 21.06.250 on b eha lf of a sol icitor employed by the agent or broker.

(d) If paym ent of the annual license fee is not r e c e i v e d  by the 

director before the due date as requi r e d  under this section, the 

licensee shall pay to the director and the director shall collect, in 

addition to the regular fee, a surcharge as e s t a b l i s h e d  by r eg ulation 

under AS 21.06.250. This subsectio n m a y  not be c o n s i d e r e d  to exempt a
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1 p erson f r o m  a penal ty p r o vi ded by law for transacting business w i th out

2 a v a l i d  license.

3 * Sec. 24. AS 21.27.390(a) is a m e n d e d  to read:

4 (a) The direc tor m a y  adopt r e g u l a t i o n s  regarding the issuance of

5 an agent or b r o k e r  temp orary license to

8 6 (1) the s u r v iving spouse or n e x t  of kin or to the a d m i n i s­

i 7
trator ot e x e c u t o r  of a deceased l i c ensed agent or broker;

9 8 (2) the spouse, next of k i r , employee, or legal g u a r d i a n  of

I 9
a l i c e n s e d  agent or b r o k e r  w h o  is d i s a b l e d  because of sickness, i n s a n­

1 10

ity, or injury;

1
(3) a su rviving m e m b e r ^  [OF A  F I R M  OR SURVIVING] o f f i c e r ^

1 12
or employee  of a firm [CORPORATION] l i c ensed as agent or broker, upon

1 13 the death of the p r i n cipal or m a n a g e r  of the firm f o l d i n g  the same

I 14
licenses as the firm [AN INDIV IDUAL D E S I G N A T E D  IN THE F I R M  OR C O R P O­

a 15
RA T I O N ' S  L I C E N S E  TO E X E R C I S E  POWERS THEREUNDER];

I 6
(4) the designee of a l i c e n s e d  agent who enters active

I
s e rvi ce in the armed forces of the U n i t e d  States;

I 18
(5) a p e rson p r e p ar ing for e xaminat ion for perma nent l i­

1 19
cense u n d e r  the superv i s i o n  of an a u t h o r i z e d  insurer.

| 20 * Sec. 25. AS 21.27.410(a) is amended to read:

$ 21 (a) The director m a y  refuse to issue a license or m a y  suspend ->r

I 22 [,] r evoke [, O R  REFUSE TO RENEW] a license issued u n d e r  this chapter

23 or a surplus line b r o k e r  license, or m a y  refuse to r e n e w  a surplus

24 line b r o k e r  license, for a cause speci f i e d  in another [ANY OTHER]

25 p r o v i s i o n  of this title, or for any of the following causes:

j 26
(1) for a [ANY] cause for w h i c h  issuance of the license

27
could have b e e n  refused  h a d  it then existed and been  known to the

28 d i r e c t o r ;

29
(2) if the licensee or app licant w i l fully violates or

CSHB 46(Jud) -12-



WORK DRAFT WORK DRAFT WORK DRAFT

k n o w i n g l y  p a r ticipates in the v i o l a t i o n  of a p r o v ision of this title;

(3) if the licensee or a p p l ic ant has o b t ained or attempted 

to o b t a i n  the license through w i lfu l m i s r e p r e s e n t a t i o n  or fraud, or 

has f a i l e d  to pass an [ANY] exami n a t i o n  required  under this chapter;

(4) if the licensee or a pplicant has m i s a p p r o p r i a t e d  c r 

co n v e r t e d  to personal use or has i l l e ga lly w i t h h e l d  money require d to 

be h e l d - i n  a fiducia ry capacity;

(5) if the licensee or a p p l ic ant has, w i t h  intent to d e­

ceive, m a t e r i a l l y  m i s r e p r e s e n t e d  the terms or effect of an insurance 

contract; or has engaged or is about to engage in a fraudulent trans­

action;

(6) if the licensee or ap plicant has been g u i l t y  of " t w i s t­

ing," u n d e r  AS 21.36.050, or of rebating, under AS 21.36.100;

(7) if the licensee or applicant has b e e n  convicted, by 

final judgment, of a felony;

(8) if in the conduct of affairs under the license, the
|

licensee exhibits conduct consid e r e d  by the director to reflect incom­

petence, untrustwor t h i n e s s ,  or a source of injury and loss to the

p u b l i c ;

(9) if the licensee or applican t has dealt with, or a t­

tempted to deal with, insurances or to exercise powers relative to 

insurance outside the scope of the licenses of the licensee or a p p l i­

cant .

* Sec. 26. AS 21.27.410(b) is amended to read:

(b) The license of a fi rm [OR CORPORATION] m a y  be suspended, 

revoked, or r e f u s e d  for any of the causes that [WHICH] relate to a 

[ANY] p e r s o n  acting on b e h a l f  of the firm [DESIGNATED IN THE LICENSE 

TO E X E R C I S E  ITS POWERS].

* Sec. 27. AS 21.27.420 is a m ended to read:
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Sec. 21.27.420. P R O C EDURE F O R  SUSPE N D I N G  OR [,] R E V O K I N G  [OR 

R E F U S I N G  TO RENEW] A  LICENSE. The dire ctor m a y  suspend or [,] revoke 

[, O R  R E F U S E  T O  R E N E W 1 a license

[(1) BY O R D E R  G IVEN TO THE L I C E N S E E  NOT LESS THAN 15 DAYS 

BEFORE THE E F F E C T I V E  DATE OF THE LICENSE, SUBJECT TO THE RIGHT OF THE 

L I C E N S E E  TO H A V E  A  H E A R I N G  AS P R O V I D E D  IN AS 21.06.180(b); P E NDING A 

H E A R I N G  T H E  L I C E N S E  SHALL BE SUSPENDED; OR

(2)] b y  an order on h e a r i n g  m a d e  as p r o vide d in AS 21.06.- 

220 e f f e ctive  10 days after the date of the giving of the order, 

subject to the right of the licensee to appeal to the superior court 

as p r o v i d e d  in AS 21.06.230.

* Sec. 28. AS 21 .27.440 is a m ended to read:

Sec. 21.27.440. C IVIL P E N A LTIES  M A Y  BE IMPOSED. A f t e r  hearing 

and in a d d i t i o n  to or in lieu of the suspension or [, ] r e v o c a t i o n  of

[, O R  R E F U S A L  T O  RENEW] a license, the director m a y  levy a civil

p e n a l t y  u p o n  the licensee n ot to exceed $2,500. The order levying the 

civil p e n a l t y  m u s t  [SHALL] specify the p eriod  w i t h i n  w h i c h  the civil 

p e n a l t y  shall b e  fully pa.- i. The [, WHICH] period m a y  not be less 

than 15 or m o r e  than 30 days after [FROM] the date of the order. Upon 

failure to pay the civil p e n a l t y  w h e n  due, the director shall revoke 

the licenses of the licensee if not a l rea dy revoked. A  [THE] civil 

pe n a l t y  c o l l e c t e d  [SHALL BE PAID] by the director shall be paid to the 

c o m m i s s i o n e r  of rev enue for deposit in the general fund.

* Sec. 29. AS 21 .27.450 is amended to read:

Sec. 21.27.450. FINE IN L I E U  OF A C T I O N  A G A I N S T  THE LICENSE.

Upon the h e a r i n g  of an appeal fro m an order suspending or [,] revoking 

[, O R  R E F U S I N G  TO RENEW] a license issued under this chapter, the

court, if it finds that the licensee is guilty of v i o l at ion of the law 

and if it considers the suspension or [,] rev ocation [, OR R E FUSAL TO 
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RENEW T H E  LICENSE] too severe a penalty under the facts as found, may 

instead impose a fine of not more than $2,500. Payment of the fine 

w i t h i n  10 days after its imposition reinstates or restores [SHALL 

REINSTATE, RESTORE, O R  RENEW] the license.

* Sec. 30. AS 21.27.460(a) is amended to read:

(a) Eac h license issued u n d e r  this chapter, although issued and 

d e l i v e r e d  to the licens ee agent, broker, solici t o r ^  or adjuster, is 

the p r o p e r t y  of the state. U p o n  the [EXPIRATION,] termination, sus- 

p e n s i o n ^  or r e v o c a t i o n  of the license, the licensee or other person 

h a v i n g  p o s s e s s i o n  or c u s t o d y  of the license shall immediately deliver 

it to the dire ctor e ith er b y  personal delivery or b y  mail.

* Sec. 31. AS 21.34.040(c) is amended to read:

(c) A  n o n a d m i t t e d  insurer m a y  be eligible to provide coverage in 

this state if it qual ifies under one of the following:

(1) a fore ign but n o n alien insurer m a y  qual ify under this

s ubsection if it has a m i n i m u m  capital and surplus equal to that

r e q u i r e d  in its d o m i c i l i a r y  j u r i s d i c t i o n ^  or [,] $1,500,000 on S e p t e m­

ber 18, 1984, [AND] $2,500,000 on June 20, 1985, [AND] $3,500,000 [,] 

on June 20, 1986, and $5,000,000 on June 20, 1987, w h i c h e v e r  is g r e a t­

er;

(2) an a lien insurer may qualify under this subsection if 

it meets the m i n i m u m  capital and surplus requirements in (1) of this 

subsecti on and m a i n t a i n s  in the United States an irrevocable trust 

fund in either a n a t i o n a l  bank or a m e m b e r  of the Federal Reserve 

system, in an amount n o t  less than $1,500,000 [THAT REQUIRED AS M I N I­

M U M  C A P IT AL AND SURPLUS IN (1) OF THIS SUBSECTION], for the protection 

of all its p o l i c y h o l d e r s  in the United States; the trust fund must: 

[SHALL] consist of instruments of substantially the same character and 

quality as those that are eligible investments for the capital and
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statutory reserves of a d m it ted insurers a u t h o r i z e d  to w r i t e  like kinds 

of insurance in this state or o f  irrevo c a b l e  letters of credit; the 

trust fund m u s t  [FUNDS SHALL] have an e x p i r y  date that at no time is 

less than five years;

(3) a Lloyd's or other s i mila r u n i n c o r p o r a t e d  group of

alien individual' insurers m a y  q u a l i f y  if it mai nt a i n s  a trust fund of 

not less than $50,000,000 as security to the full amount, for all 

policyholders and creditors in the U n i t e d  States, of each m e m b e r  of 

the group;

(4) an "insurance exchange" created b y  the laws of i n d i­

vidual states m a y  qual ify if it m a i n t a i n s  capital and surplus, or the 

substantial equivalent, of n o t  less than $15,000,000 in the aggregate; 

in the event the insurance ex change does not m a i n t a i n  funds for the 

protec tion of all its poli cyholders, each individual s y n d icate shall 

meet the m i n i m u m  capital and surplus requir e m e n t s  of (1) of this 

subsection.

* Sec. 32. AS 21.36.210(a) is amen ded to read:

(a) An insurer m a y  not exercise its right to cancel a policy of 

personal [AN] automobile  insurance [POLICY] except for the following 

r e a s o n s :

(1) n o n p a y m e n t  of premium; or

(2) the driver's license or m o t o r  v e hicle  r e g i s t r a t i o n  of

either the n a m e d  insured or of an o p e r a t o r  who resides in the same 

h o u s e h o l d  as the named insured or who custom a r i l y  o perates a m otor 

vehicle insured under the p o licy has b e e n  under suspe n s i o n  or r e v o c a­

tion during the policy p e r i o d  or, if the p olicy is a renewal, during 

its p o licy period or the 180 days i m m e d i a t e l y  preceding  its effective 

date.

* Sec. 33. AS 21.36.210(d) is amended to read:
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(d) This section does not apply to

(1) the failure to r e n e w  a policy, except as to coverage in 

force for less than 12 monthsj^

(2) a p ol icy that has b e e n  in effect less than 60 days at

the time n otice of c a ncellation  is m a i l e d  or delivered by the insurer,

u nless it is a renewal p o l i c y .

* Sec. 3 4 .’ AS 21.36.210(f) is a m ended to read:

(f) An [NOTWITHSTANDING (e) OF THIS SECTION, AN] insurer m a y  not

e x e r c i s e  its right to cancel a p o l i c y  of personal insurance other than 

p e r s o n a l  automobile insurance, except for the following reasons [THE 

T Y P E  D E S C R I B E D  IN (e) OF THIS SECTION IF ONE OF THE F O L L O W I N G  C O N­

DITI O N S  O R  CIRCUMS TANCES ARISES]:

(1) nonpaym ent of premiums, including n o n p a y m e n t  of a d d i­

tional premiums, calculated in acc ordance w i t h  the current rating 

m a n u a l  of the insurer, j u s t ified b y  a physical change in the insured 

p r o p e r t y  or a change in its occupan cy or use;

(2) convict ion of the insured of a crime h a v i n g  as one of 

its n e c e s s a r y  elements an act increasing a h azar d insured against;

(3) discovery of fraud or mater ial m i s r e p r e s e n t a t i o n  made 

by the insured or a r e p r e s entative of the insured in o b t a i n i n g  the 

in s u rance or b y  the insured in p u r suing a claim u nder the policy;

discovery of a grossly negligen t act or omission by the 

i n sur ed that substantially increases the hazards insured against; or

physical changes in the insured p r o p erty that result in 

the p r o p e r t y  b e c oming uninsurable.

* Sec. 35. AS 21.36 is amende d by adding a n e w  section to read:

Sec. 21.36.215. LIMITS ON THE C A NCELLATIO N OF BUSINESS OR C O M­

ME R C I A L  I NSURANCE POLICIES. (a) Ex-eep-t— as.— aiTowed by tire— d-irrefCTbr 

urr3e?'~-(-b-)— of— this— saot-ien-, j^n insurer m a y  exercise its right to cancel
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a p olicy of business or commercial i n s u r a n c e  |^only for the following 

r e a s o n s :

(1) n o n p a y m e n t  of premiums, i n c l uding n o n p a y m e n t  of a d d i­

tional premiums, cal culated in a c c o r d a n c e  w i t h  the current rating

m a n u a l  of the insurer, ju sti f i e d  b y  a p h y s i c a l  change in the insured 

property, a change in its o c c u pancy or use, or a change in payroll, 

receipts*, values, or other exposure units;

(2) conviction  of the i n sured of a crime h a v i n g  as one of

its n e c e s s a r y  elements an act increa s i n g  a h a z a r d  insured against;

(3) d i s c o v e r y  of fraud or m a t e r i a l  m i s r e p r e s e n t a t i o n  made 

by the insured or a repres e n t a t i v e  of the insured in o b t a in ing the 

insurance or by the insured in p u r s u i n g  a claim u n d e r  the policy;

(4) d i s c o v e r y  of a g r o s s l y  n e g l i g e n t  act or o m i s s i o n  b y  the 

insured that s u b s t a n t i a l l y  increases the h a zards ins ured against;

(5) phy sical changes in the insu red p r o p e r t y  that result in 

the p r o p e r t y  b e c o m i n g  uninsurable;

(6) p h y s ical changes in the operati ons of the insured that 

result in the p r o p e r t y  beco ming uninsurable; or

(7) failure or refusal of the i n s u r e d  to p r o v i d e  the i n f o r­

mat i o n  n e c e s s a r y  to confirm exposure or n e c e s s a r y  to determin e the 

p olicy premium.

(b) Before issuing a notice of cancellation, an insurer m a y  

request the d i r ector to determine in a p a r t i c u l a r  case or cases w h e­

ther a r e a s o n  for cancellation n o t  spec ified in (a) of this section is 

a v a l i d  reaso n for cancellation. The d i r e c t o r  m a y  a l l o w  the insurer 

to e xercise its right to cancel if the director finds that the c a n c e l­

lation is justified. The insurer m a y  not implement the requeste d c a n­

cellation before rec ei v i n g  the approval of the director.

* Sec. 36. AS 21.36.220 is amended to read:
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Sec. 21.36.220. N O T I C E  OF C ANCELLATION. An insurer may not 

exercise its right to c ancel a p e r s o n a l  insurance policy unless a 

w r i t t e n  n otic e of c a n c e l l a t i o n  is m a i l e d  [OR DELIVERED] to the named 

insured as r e q uired by AS 21 .36.260 [, A T  THE A D D R E S S  SHOWN IN THE 

POLICY,] at least 6() [20] days b e f o r e  the e f f e ctive date of cancella- 

t i o n . However, if [, E X C E P T  T H A T  WHEN] c a n c e l l a t i o n  is for nonpayment 

of p r e m i u m ^  the n o t i c e  shall be m a i l e d  [OR DELIVERED] to the named 

insured as r e q u i r e d  b y  AS 2 1 . 3 6 . 2 6 0  [AT THE A D D R E S S  SHOWN IN THE 

POLICY] at least 20_ [10] days b e f o r e  the effective date of c a n c e l l a­

tion. If c a n c e l l a t i o n  is for a r e a s o n  d e s c r i b e d  in AS 21.36.210(a)(2)

(2) or (3), the n o t i c e  shall be m a i l e d  to the named insured as 

require d by AS 21.36.260 at least 10 days before the effective date of 

c a nce llation [AND SHALL I N CLUDE O R  BE A C C O M P A N I E D  BY A  STATEMENT OF 

THE R EASON FOR THE CANCEL LATION. THIS  S E C T I O N  DOES N O T  A P P L Y  TO THE 

FAILURE TO R E N E W  A  POLICY, E X C E P T  AS TO C O V E R A G E  IN FORCE F O R  LESS 

T H A N  12 M O N T H S ]..

* Sec. 37. AS 21.36.220 is a m e n d e d  b y  a ddin g n e w  subsections to read:

(b) An insurer m a y  not e x e r c i s e  its right to cancel a policy of 

business or commercial insur ance u n l e s s  a w r i t t e n  n otice of c a n c e l l a­

tion is m a i l e d  to the n a m e d  i n sured as r e q u i r e d  by AS 21.36.260 and to 

the agent or b roker of r e c o r d  at least 60 days b e f o r e  the effective 

date of cancellation. However, if c a n c e l l a t i o n  is for nonp ay m e n t  of 

premium, or for a r e ason d e s c r i b e d  in AS 21.36.215(a)(7), the notice 

shall be m ailed  to the n a m e d  i n s u r e d  as r e q u i r e d  by AS 21.36.260 and 

to the agent or broker  of r e c o r d  at least 20 days be fore the effective 

date of cancellation. If c a n c e l l a t i o n  is for a r easo n described in 

AS 21.36.215(a)(2) or (3), the n o t i c e  shall be m a i l e d  to the named 

'nsured as required b y  AS 21.36.260 and to the agent or broker of 

record at least 10 days b efore the e f f e c t i v e  date of cancellation.
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1
(c) If an insurer cancels a p o l i c y  unde r this section, it shall

2
return or credit any u n e a r n e d  p r e m i u m  to the agent or b roker of record

3
or directly to the insured or p r e m i u m  finance company, if applicable,

4
before the effective date of cancellation, except that

5

6

2 7

(1) if cance l l a t i o n  is- for non-payment— of— premium-p-or'fer^a 

reason described in AS 21.36.215(a)(7), any u n e a r n e d  p r e m i u m  shall be 

r eturned or credited w i t h i n  days after the n otice of cancellation

• 18 glVeni XL i n T r S  r T
9

(2) if the p o l icy is c a n c elled for other thatAworip&ymeftfc-ef

10
premium and is subject to audit, the insurer shall p e r f o r m  or waive

! 11
the audit before the effective date of the c a ncellatio n and return or

12
credit any estimated unearned p r e m i u m  b e fore the effective date of

13
cancellation.

14
(d) The division m a y  require an insurer to p e r f o r m  an audit that

15
the insurer has elected to w a i v e  u n d e r  (c) of this section.

16
(e) A  notice of c a n cellat ion of insurance r e q u i r e d  to be given

17
under this section must include or be accomp a n i e d  by a statement of

18
the reason for the cancellation.

19
* Sec. 38. AS 21.36 is amended by adding a n e w  section to read:

| 20
Sec. 21.36.235. N O T I C E  OF P R E M I U M  O R  COVERAGE CHANGES UPON

21
RENEWAL. (a) Except as p r o v i d e d  in AS 21.36.420, if the renewal

6 22 p r emi um is increased more than 10 percent for a r eason other than an

23
increase in coverage or exposure base, or if after renewal there will

24
be a material r e s t r i c t i o n  or reduction  in coverage not specifically

25
requested by the insured, w r i t t e n  n otice shall be m a i l e d  to the

26
insured and to the agent or broker of record as requir ed by

27
AS 21.36.260

28
(1) at least 20 days before e xpiration of a personal insur­

29
ance policy;
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(2) at least 45 days b efore exp iration of a business or 

commercial policy; or

(3) by the a n n i v e r s a r y  date of the year before expiration 

of a p o l i c y  w r i t t e n  for a term longer than one year or without a fixed 

expira tion date.

(b) If n o t i c e  b e f o r e  ex piration of the p olicy is not given as 

r e q u i r e d b y  (a) of this section, the existing p o l i c y  shall continue 

until the insurer provides notice for the time period requir ed by (a) 

of this section for that policy.

(c) This section does not apply to workers' compensation i n s u r­

ance .

* Sec. 39. AS 21.36.240 is a m ended to read:

Sec. 21.36.240. F A I L U R E  TO RENEW. A n  insurer m a y  not fail to

r e n e w  a person al insur ance p o l i c y  in force for less than 12 months. 

An insurer m a y  not fail to r e n e w  a p olicy [IN FORCE F O R  12 MONTHS OR

MORE] un less a w r i t t e n  n o t i c e  of nonren e w a l  is m a i l e d  [OR DELIVERED]

to the n a m e d  insured as r e q u i r e d  by AS 21.36.260 [, A T  THE ADDRESS 

SHOWN IN THE POLICY,] at least 20 days for a personal insurance 

policy, and at least 45 days for a business  or commercial insurance

policy, b efore the e x p i r a t i o n  date of the p o licy [,] or of the a n n i­

ver s a r y  date of a p o l i c y  w r i t t e n  for a term longer than one year or

w i t h  no fixed e x p i r a t i o n  date. If n otice of nonre newal is not given

as required b y  this section, the existing p o licy shall continue until 

the insurer provides n o tice for the time p e r i o d  req uired bv this 

section for that policy. This section does not apply

(1) if the insurer has in g o o d  faith m a n i f e s t e d  [IN ANY 

WAY] its w i l l i n g n e s s  to renew;

(2) in case of nonpayment  of p r e m i u m  for the expiring

policy; or
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(3) if the insured fails to pay the p r e m i u m  as r e q u ir ed  by 

the insurer for renewal.

* Sec. AO. AS 21.36.250 is amend ed  to read:

Sec. 21.36.250. N O TI CE  OF ELIGIBILITY. W h e n  a policy of a u t o m o­

bile li ab ility in su rance is cancelled, other than for no np ay m e n t  of 

premium, or is n ot r e n e we d in accor da nc e w i t h  [FOR FAILURE TO R E N E W  A 

P OLIC Y OF A U T O M O B I L E  L I A B I L I T Y  I NS URANCE TO WHICH] AS 21.36.240 [AP­

PLIES] , the insurer shall n o t i f y  the n am ed  insured of possible e l i g i­

bil i t y  for au t om ob il e insurance t h r o ug h  the automobile assigned risk 

plan, or a ut om ob il e insurance plan. The n o t i f i c a t i o n  mu s t [SHALL] 

a cc om pa ny  or be inc lu de d in the n ot ic e of c an c ellation or n o nr e ne wa l 

req ui re d b y  AS 21.36.220 [AS 21.36.230] and 21.36.240.

* Sec 41. AS 21.36 is a m en de d b y  adding a n e w  section to read:

Sec. 21.36.255. P R E M I U M  REFUND. (a) If an insurance p o l i c y  is 

cancelled, rejected, or r e s c i n d e d  by the

(1) insurer, the insurer shall r e fu nd  the un e ar ne d p r e m i u m  

paid to the insured or p r e m i u m  finance company; or

(2) insured, the insurer shall retur n any unea rn ed  p r e m i u m  

paid to the insu re d  or p r e m i u m  finance company, less a canc el la t io n 

fee not to e xceed five p e r ce nt  of the u n e a r n e d  p r e m i u m  or $1,000, 

w h i c h e v e r  is less; a c a n c e l l a t i o n  fee m a y  not be charged unless the 

fee is clearly stated in the policy.

(b) N o t w i t h s t a n d i n g  (a) of this section, if the insurer clea rl y 

indicates one or m o r e  of the following features in the policy, an 

insurer m a y  issue a po licy

(1) wh os e  p r e m i u m  is e arned at a v a ry i ng  rate due to s e a­

sonality of exposure;

(2) that contains a m i n i m u m  earned premium; or

(3) w i t h  a f l uc tu at in g  p r e m i u m  base.
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*  Sec. 42. AS 21.36.260 is r e p ea le d and ree na c te d to read:

Sec. 21.36.260. P R O O F  A ND M E T H O D  OF M A I L I N G  NOTICE. If a notice 

is r e q u i r e d  from an insurer under this chapter, the insurer shall

(1) mai l the n o t i c e  b y  first class m ai l to the last k nown

address of the insured; and

(2) o bt ai n a c e r ti fi c at e of m a i l i n g  fr om  the U.S. Postal

1
Service.

* Sec. 43. AS 21.36.310 is a m e n d e d  to read:

Sec. 21.36.310. DEFINITIONS. In AS 21.36.210 - 2 K 3 6 . 3 1 0

(7 ) "business or comme rc ia l insurance" means insurance
- f-.i CV/vK _

other than pe r so n a l  insurance', life insurance, di sa bi li t y insurance,

fidelity an d surety insurance, title insurance, w e t  ma rine and t r a n s­

portatio n insurance as defin ed  in AS 21.34.900, or an annuity c o n­

tract ;

(2) "nonp a ym en t of p r e mi um "  means failure of the n am ed  

insured to d is charge w h e n  due a ny ob ligations of the named insured in 

c o nn ec ti on  w i t h  the payment of p r e m i u m  on a policy, or any installment 

of the premium, w h e t h e r  the p r e m i u m  is paya bl e directly to the insurer 

or its agent or in di r ec tl y un de r  any p r e m i u m  finance plan or extension 

of credit;

(3) "personal automob il e insurance" m eans insurance not 

related to b u s in es s or commerc ia l activities, covering [(2) "POLICY" 

MEANS AN INSURANCE P O L I C Y  C O V ER IN G THE RISKS AND EXPOSURES L I S TE D IN 

AS 21.36.210(e) O R  A N  A U T O M O B I L E  P O L I C Y  TH AT  INCLUDES] automobile 

l i a b i l i t y , u n i n s u r e d  or u n d e r i n s u r e d  m o t o r i s t s  [COVERAGE, U NI NS UR ED  

M O T O R I S T  COVERAGE], a ut om ob il e  m e d i c a l  payments [COVERAGE], or a u t o m o­

bile physical damage [ C O V E R A G E ] , that is delivered or issued for 

delivery in this state [INSURING AS T HE NAMED INSURED, ONE INDIVIDUAL 

OR HUSB AN D  A ND W I F E  R E S I D E N T  OF THE SAME HOUSEHOLD], and under w h i c h
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the insured ve hi cl es  are of the fo ll owing types only:

(A) a m o t o r  v e h i c l e  of the priva te  pa s se ng er  or s t a­

tion w a g o n  type that is not u s e d  as a public or livery c o n v e y­

ance, n or r e n t e d  to others; or

(B) a ny other four-wheel m o t o r  vehi cl e w i t h  a load

cap a ci ty  of 1,500 pounds or less that is not u s e d  in the occupa- 

«
tion, p r o f e s s i o n ^  or b usiness of the insured, nor us ed  as a 

publ ic  or livery c o n v e y a n c e ^  nor  r en te d to others;

(4) "p er sonal insurance"

(A) means p e r s o n a l  automobile Insurance, or insurance

c overing

(i) loss of or damage to real p r o p er ty  that is 

u s e d  p r e d o m i n a n t l y  for r es id e n t i a l  purposes and that does 

not consist of m o r e  than four dw elling units;

(ii) loss of or damage to pe rs on al  property, 

including p e r s o n a l  effects, h o u s e h o l d  furniture, fixtures 

and eq u ip me nt  locat ed  in not m o r e  than four dwelling units; 

or

(iii) legal li ab il it y of natu ra l persons for loss 

of, damage to, or injury to persons or p ro pe r t y  if the i n­

surance does not cover l ia bility arisi ng  from or in c o n­

nect i o n  w i t h  b u s i ne s s or commercial activities;

(B) does n ot include an a n nu it y contract or a polic y 

of life insurance, d is ab i li ty  insurance, or title insurance;

(5) [(3)] "renewal" or "renew" means

(A) the issuance and de livery [BY A N  INSURER] of an 

insurance [A] p o l i c y  [REPLACING] at the end of the p olicy p e r io d^  

that replaces a p o l i c y  p r e v i o u s l y  issu ed  and delivered by the 

same i n s u re r ^ [,]
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(B) the issuance and d e l i v e r y  of a c e rt if ic a te  or 

notice extending the term of a p o l i c y  b e y o n d  its p o l i c y  p e r i o d  or 

ternu_ [ ] or

(C) the e x t e n s i o n  of the t e r m  of a p o l i c y  b e y o n d  its 

p o li cy  p e ri od  or term u n d e r - a  p r o v i s i o n  for ex te nding the p ol ic y 

by paym en t  of a c o n ti nu at io n  premium.

*  Sec. 44. ’ AS 21.84.430(c) is a m en d ed  to read:

(c) The director m a y  refuse to issue or m a y  suspend or revoke

[RENEW] an insurance agent's license if, in the j u d g m e n t  of the d i r e c­

tor, the pro po se d  licensee is not t r u s t w o r t h y  and competent to act as 

agent, or has g iven cause for r e v o c a t i o n  or s u s p e n s i o n  of the license, 

or has failed to comply w i t h  a p r e r e q u i s i t e  for the issuance [OR

RENEWAL, AS THE CASE M A Y  BE,] of the license.

* Sec. 45. AS 21.88.050 is amen d ed  to read:

Sec. 21.88.050. POWERS AND  DUTIES OF THE CORPORATION. (a) The

corp or at io n shall

(1) in the form a p p r ov ed  by the director, issue to all

p h y s i c i a n s , nurses, and hospitals who are found to be a cceptable risks 

u n d e r  standards developed u n d e r  (5) of this subsection, and w h o  pay 

the premiums for it, a contract or contracts ind em ni fy i ng  p h y s i c i a n s ^  

n u r s e s , and hospitals and their employees w h o  are h e a l t h  care p r o v i d­

ers against loss by reason of l ia bility for c o ve re d claims for an act 

or omis si on  in the delivery of p r o f e s s i o n a l  h e a l t h  care in this state, 

and agreeing to tender on b e h a l f  of the p h y s i c i a n s , nurses, and h o s­

pitals and their employees w h o  are h e a l t h  care p ro viders a defense to 

a covered c la im  in a p r oc ee di ng  brought u n d e r  AS 09.55.530 - 09.55.- 

560; the limits of liability for pol i ci es  issued b y  the c o rp or at i on  

shall be approved by the director; the c o n t ra ct  shall cover the d e­

fense against but need not in de mnify l i a b i l i t y  for punitive damages

-25- CSHB 46 ( Jud)



WORK DRAFT WORK DRAFT WORK DRAFT

arising from a cove r ed  claims at the op tion of the corporation, if 

a ppr ov ed  b y  the director, and for an addit io n al  p r e m i u m  the contract 

m a y  cover claims against the p h y s i c i a n , nurse, or hos pi ta l that arise

out of p r o f es si on al  s e r v i c e s . p e r f o r m e d  by the physician^ n u r s e , or

hos pi ta l for any p e r i o d  before the contract is issued, except that 

coverage w i l l  not be p r o v id ed  for a c l a i m  a l r ea d y filed or that [OF 

WHICH] the p h y s i c i a n , nurse, or h o s p i t a l  h ad or re a so n a b l y  s h o ul d have 

had notice at the time the retro ac ti ve  insurance w as purchased;

(2) charge a p r e m i u m  for the p r o t e c t i o n  p r o v i d e d  b y  the 

contracts issued by the corpor at io n w h i c h  shall be determ in ed  by the 

b o a r d  of governors in a ccordance w i t h  AS 21.88.080 and subject to the 

approval of the director;

(3) comply w i t h  or be subject to AS 21.06.090, 21.06.120, 

2 1 .0 6. 1A 0 , 21.06.160, 21.06.250, AS 21.09.180 - 21.09.200, 21.09.250,

21.09.280, AS 21 .1 2. 02.0(b)- (e) , AS 21.18, AS 21.21, AS 21.24 and 

AS 21.36; and shall be exempt fr om  p a r t i c i p a t i o n  as a m e m b e r  insurer 

in the A l a s k a  Insurance Guar an t y Corporation;

(4) carry out the o bl igations of the contracts issued by 

the c o r po r at io n b y  d ef ending all cover ed  claims m a d e  against insured 

h e a l t h  care providers and b y  paying all liabilities that [WHICH] are 

fina l ly  ad j ud i c a t e d  against the insured h e a l t h  care provider or that 

[WHICH] m a y  in the opinion of the co rp or a t i o n  r e a s o n a b l y  be exp ec te d 

to be finally a dj ud i c a t e d  against the h e al th  care p ro vi d e r  to the 

extent of the contract obligation;

(5) e s tablish standards for the ac ce pt a b i l i t y  of risks; in 

esta b li sh in g these standards the corp or at io n m a y  exclude an app l ic an t 

for insurance b as e d on individual risk selection factors, but m a y  not 

exclude an applicant b a s e d  only on the cl a ss i f i c a t i o n  of the a p p l i­

cant .
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(b) The co r po r a t i o n  m a y

(1) em ploy or r e t a i n  persons, individual or corporate, to 

d ischarge its obligations and pay reason ab le  co mp ensation for these 

services; employees of the co rporation are not considered state e m­

ployees ;

(2) n e g o t i a t e  for and procure reinsurance from private
«

casualty insurers or reinsurers for any and all liability incurred by 

contracts issued b y  it;

(3) p r o v id e coverage to insureds for other hazards c u s t o m­

arily i n cluded in m e d i c a l  m a l p r a c t i c e  insurance policies w h e n  there is

a finding b y  the director that this coverage is not available to 

insureds of the M e d i c a l  I nd emnity C o r po r at io n of Alaska in the private 

insurance m a rk e t at a competitive price;

(4) b o r r o w  or advance funds n ec es s a r y  to carry out the 

purposes of the corporation;

(5) n e g o t i a t e  and become a p a rt y to those contracts as are 

n ec es s a r y  to carry out the purposes of the corporation;

(6) sue or be sued in the name of the corporation;

(7) p r o v id e risk ma na ge m e n t  advice and services to h o s p i­

tals ;

(8) n e g o t i a t e  and become a p arty to contracts for m a n a g e­

ment services for the corporation;

(9) p e r f o r m  all other acts n e c e s sa ry  and proper to carry 

out the duties of the corporation;

(10) in a form a pproved by the director and for an a d d i t i o n­

al p r e m i u m  de te rm i n e d  u nd er  AS 21.88.080, issue endorsements w h ic h 

p rovide in demnity for claims not yet r eported which arise out of 

p r o fe ss i on al  services r e n d er ed  during a p eriod of continuous coverage 

u nder the or ig in a l l y  issued contract, to p h y s i c i a n s , nurses, and
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